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([HFXWLYH�6XPPDU\ 
 
a 7KH�OHYHO�RI�QHJDWLYH-\LHOGLQJ�GHEW�RXWVWDQGLQJ�FRQWLQXHV�WR�JURZ��DQG�QRZ�DFFRXQWV�IRU�RYHU�RQH�TXDUWHU�RI�WKH�

LQYHVWPHQW-JUDGH�ERQG�PDUNHW 
�  

a 0HDQZKLOH��LQWHUHVW�UDWHV�LQ�WKH�86�KDYH�IDOOHQ�SUHFLSLWRXVO\��DQG�LQYHVWRUV�DUH�EHFRPLQJ�RSHQ�WR�WKH�SRVVLELOLW\�
RI�QHJDWLYH�UDWHV�DW�KRPH 

 

a 7KH�SULQFLSDO�LPSDFW�RI�LQWHUHVW�UDWHV�DW�RU�EHORZ�]HUR�LV�HOHYDWHG�DVVHW�FODVV�YDOXDWLRQV�DQG�EHORZ-DYHUDJH�IRU�
ZDUG�UDWHV�RI�UHWXUQ�� 

 
,QWURGXFWLRQ 
 
7KLV�LV�QRW�RXU�QRUPDO�FRPPHQWDU\��:H�DUH�QRW�JRLQJ�WR�ZULWH�H[WHQVLYHO\�DERXW�WKH�&KLQD�WUDGH�VDJD�RU�GLVFXVV�WKH�
YDOXDWLRQV�RI�HDFK�DVVHW�FODVV��EHFDXVH� WKH�WUXWK� LV� OLWWOH�KDV�FKDQJHG�RQ� WKHVH�IURQWV�� ,QVWHDG��ZH� WKRXJKW�ZH�ZRXOG�
VSHQG�D�OLWWOH�PRUH�WLPH�GLVFXVVLQJ�WKH�XQXVXDO�ZRUOG�ZH�OLYH�LQ��6SHFLILFDOO\��D�ZRUOG�ZKHUH�LQWHUHVW�UDWHV��DW�RU�EHORZ�
]HUR��DUH�WKH�QHZ�QRUPDO�DQG�WKH�PDMRU�LPSOLFDWLRQV�DVVRFLDWHG�ZLWK�WKLV�UHDOLW\�� 
 
$Q�,QWURGXFWLRQ�WR�1HJDWLYH�5DWHV�RU�1HJDWLYH-<LHOGLQJ�%RQGV 
 
/HW¶V�VWDUW�ZLWK�QHJDWLYH�UDWHV��,PDJLQH�ZH�DVNHG�\RX�WR�ORDQ�XV����������GROODUV��DQG�LQ�H[FKDQJH��ZH�RIIHUHG�WR�SD\�
\RX���������GROODUV�RQH�\HDU�ODWHU��<RXU�UHVSRQVH�VKRXOG�EH�DQ�LPPHGLDWH�³QR´�LI�QRW�RXWULJKW�ODXJKWHU��:H�ERWK�NQRZ�
WKHUH�LV�QRWKLQJ�UDWLRQDO�DERXW�HQJDJLQJ�LQ�VXFK�D�WUDQVDFWLRQ��<HW��WUDQVDFWLRQV�OLNH�WKLV�DUH�WDNLQJ�SODFH�DOO�RYHU�WKH�
ZRUOG¶V�ERQG�PDUNHW�� 
 
%RQGV�DUH�ILQDQFLDO�LQVWUXPHQWV�WKDW�UHSUHVHQW�D�ORDQ�PDGH�E\�DQ�LQYHVWRU�WR�D�ERUURZHU��,I�\RX�EX\�D�7UHDVXU\�ERQG�
\RX�DUH�ORDQLQJ�PRQH\�WR�WKH�86�JRYHUQPHQW��,I�\RX�EX\�D�FRUSRUDWH�ERQG�\RX�DUH�ORDQLQJ�PRQH\�WR�D�FRUSRUDWLRQ��,Q�
H[FKDQJH�IRU�WKH�ORDQ��WKH�ERQG�RZQHU�W\SLFDOO\�FROOHFWV�D�VHULHV�RI�IL[HG�LQWHUHVW�SD\PHQWV��FRXSRQV��DQG�ZKHQ�WKH�
ORDQ�PDWXUHV��WKH\�DOVR�UHFRXS�WKHLU�SULQFLSDO�� 
 
1HJDWLYH�LQWHUHVW�UDWHV��RU�QHJDWLYH�ERQG�\LHOGV��DULVH�ZKHQ�DQ�LQYHVWRU�SD\V�PRUH�IRU�D�ERQG�WKDQ�WKH\�FDQ�FXPXOD�
WLYHO\�UHFRXS�LQ�LQWHUHVW�SD\PHQWV�DQG�SULQFLSDO��)RU�LQVWDQFH�� WKLV�SDVW�$XJXVW��*HUPDQ\�ZHQW�WR�PDUNHW�ZLWK�D���-
\HDU�ERQG�WKDW�SD\V������LQ�DQQXDO�LQWHUHVW��,QYHVWRUV�RIIHUHG��������RI�SULQFLSDO�WR�EX\�WKLV�ERQG��(IIHFWLYHO\�� WKH�
*HUPDQ�JRYHUQPHQW�ZDV�SDLG�¼����HXURV�IRU�HYHU\�¼����HXURV�LW�ERUURZHG�� 

(FRQRPLF�	�0DUNHW�2XWORRN 

6RXUFH��-3�0RUJDQ 

1HJDWLYH-<LHOGLQJ�%RQGV�2XWVWDQGLQJ����WULOOLRQV� 
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$W�TXDUWHU�HQG��WKHUH�ZDV�URXJKO\�����WULOOLRQ�LQ�QHJDWLYH-\LHOGLQJ�GHEW�RXWVWDQGLQJ��7R�SXW�WKDW�QXPEHU�LQWR�SHUVSHF�
WLYH��LW�LV�RYHU�RQH�TXDUWHU�RI�WKH�LQYHVWPHQW-JUDGH�ERQG�PDUNHW��0RVW�RI�WKLV�GHEW�LV�DVVRFLDWHG�ZLWK�VRYHUHLJQ�RU�JRY�
HUQPHQW-EDFNHG�ERQGV��2YHU�WKUHH�TXDUWHUV�RI�-DSDQHVH�JRYHUQPHQW�GHEW�FDUULHV�D�QHJDWLYH�\LHOG��DQG�LQ�WKH�FDVH�RI�
6ZLW]HUODQG��WKDW�SHUFHQWDJH�LV�DSSURDFKLQJ�������1HJDWLYH�\LHOGV�KDYH�DOVR�SXVKHG�LQWR�WKH�FRUSRUDWH�FUHGLW�PDUNHWV��
&XUUHQWO\��RYHU������WULOOLRQ�LQ�FRUSRUDWH�ERQGV�FDUU\�QHJDWLYH�LQWHUHVW�UDWHV��DQG�D�WLQ\�KDQGIXO�RI�WKRVH�DUH�MXQN�ERQGV��
'DQLVK�LQVWLWXWLRQV�KDYH�HYHQ�RIIHUHG�ERUURZHUV�³QHJDWLYH´�PRUWJDJHV�� 
 
+RZ�'LG�7KLV�&RPH�WR�%H" 
 
7R�EH�FHUWDLQ��WKLV�ZDV�QRW�VXSSRVHG�WR�KDSSHQ��DQG�DV�IDU�DV�ZH�FDQ�WHOO�LW�KDVQ¶W�EHIRUH��6LGQH\�+RPHU�FHUWDLQO\�GLG�
Q¶W�FDWDORJ�DQ\�VXFK�HYHQWV� LQ�7KH�+LVWRU\�RI�,QWHUHVW�5DWHV��D� WH[W� WKDW�H[DPLQHG� LQWHUHVW� UDWHV�GDWLQJ�EDFN� WR������
%�&��7KH�LGHD�RI�QHJDWLYH�LQWHUHVW�HYHQ�IOLHV�LQ�WKH�IDFH�RI�UDWLRQDO�HFRQRPLF�DQG�ILQDQFLDO�WKHRU\��&RQVLGHU�WKH�HFR�
QRPLF�FRQFHSW�RI�D�]HUR-ORZHU�ERXQG��ZKHUH�LQWHUHVW�UDWHV�FDQQRW�IDOO�EHORZ�]HUR�EHFDXVH�LQGLYLGXDOV�FDQ�RSW�WR�KROG�
FDVK�LQVWHDG�RI�QHJDWLYH-\LHOGLQJ�DVVHWV��2U�HYHQ�PRUH�LPSRUWDQWO\��WKH�WLPH�YDOXH�RI�PRQH\��WKH�LGHD�WKDW�DQ�LQGLYLGX�
DO�ZRXOG�SUHIHU����WRGD\�RYHU����WRPRUURZ��6R�ZK\�GLG�WKLV�KDSSHQ"�+RZ�GLG�ORZ�DQG�VXE]HUR�UDWHV�EHFRPH�VR�SHUYD�
VLYH"� 
 
:H�FDQ¶W�JLYH�\RX�D�SUHFLVH�DQVZHU��1RERG\�FDQ��,QVWHDG�ZH�ZLOO�RIIHU�XS�D�KRVW�RI�H[SODQDWLRQV��ZKLFK�DUH�DOO�LQWHUUH�
ODWHG�WR�YDU\LQJ�GHJUHHV�� 
 
5HDVRQ�QXPEHU�RQH��DQG�WKH�PRVW�REYLRXV�FRQFOXVLRQ��LV�WKDW�LQWHUHVW�UDWHV�KDYH�EHHQ�PDQLSXODWHG�E\�FHQWUDO�EDQNV��
&RQVLGHU�WKH�(XURSHDQ�H[DPSOH��,Q�������WKH�(XURSHDQ�&HQWUDO�%DQN��³(&%´��EHJDQ�FKDUJLQJ�EDQNV�LQWHUHVW�RQ�H[�
FHVV�UHVHUYHV�KHOG�DW�WKH�(&%��)RU�WKH�XQDFTXDLQWHG��H[FHVV�UHVHUYHV�VLPSO\�UHIHUV�WR�D�EDQN¶V�VXUSOXV�FDVK��7KH�(&%¶V�
KRSH�ZDV� IRU� WKLV� DFWLRQ� WR� LQFHQWLYL]H�EDQN� OHQGLQJ�DQG�VSXU� FRQVXPHU� VSHQGLQJ��$GGLWLRQDOO\�� FHQWUDO� EDQNV�KDYH�
EHHQ�D�PDMRU�VRXUFH�RI�GHPDQG�IRU�VRYHUHLJQ�ERQGV��/DVW�PRQWK��WKH�(&%�DQQRXQFHG�LW�ZRXOG�VSHQG�XS�WR�¼���ELOOLRQ�
HXURV�EX\LQJ�YDULRXV�(XURSHDQ�VRYHUHLJQ�ERQGV�IRU�DV�ORQJ�DV�LW�GHHPV�QHFHVVDU\�� 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
$QRWKHU�UHDVRQDEOH�TXHVWLRQ�WR�DVN�LV�ZKR�LV�SXUFKDVLQJ�WKHVH�ERQGV�RXWVLGH�RI�WKH�FHQWUDO�EDQNV"�7KH�DQVZHU�LV�PRUH�
SHRSOH� WKDQ�\RX�PLJKW�JXHVV��)RU�YDULRXV�UHJXODWRU\� UHDVRQV�� ILQDQFLDO� LQVWLWXWLRQV� OLNH�EDQNV�� LQVXUDQFH�FRPSDQLHV��
DQG�SHQVLRQV�DUH�RIWHQ�FDSWLYH�EX\HUV��EXW�GRQ¶W�H[FOXGH�WKH�SRVVLELOLW\�WKDW�WKH\�DUH�ZLOOLQJ�EX\HUV�DV�ZHOO��7KHUH�DUH�
DOVR�SDVVLYH�LQYHVWPHQW�YHKLFOHV�ZKRVH�JRDO�LV�WR�PLUURU�RU�WUDFN�DQ�LQGH[��&RQVLGHU�WKH�9DQJXDUG�:RUOG�%RQG� 

&HQWUDO�%DQN�3ROLF\�5DWHV� 

6RXUFH��(DWRQ�9DQFH 
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0DUNHW�,QGH[�)XQG��97,%;���D������ELOOLRQ�IXQG��PHDQW�WR�WUDFN�WKH�JOREDO�ERQG�PDUNHW��%\�RXU�FDOFXODWLRQV��RYHU�
����RI�WKH�ERQGV�LW�KROGV�FDUU\�D�QHJDWLYH�\LHOG-WR-PDWXULW\��7KHUH�DUH�HYHQ�DFWLYH�LQYHVWRUV�DWWHPSWLQJ�WR�RXWSHUIRUP�
WKH�PDUNHW�E\�SXUFKDVLQJ�WKHVH�ERQGV��)RU�86�GROODU-GHQRPLQDWHG�IXQGV��WKHUH�LV�DQ�DWWUDFWLYH�FDUU\�WUDGH�WR�EH�KDG��
6RPH�PD\�EH�SOD\LQJ�WKH�VKDSH�RI�WKH�FXUYH��ZKLOH�RWKHUV�PLJKW�VLPSO\�EH�VSHFXODWLQJ�RQ�KLJKHU�SULFHV�� 
 
,W�LV�DOVR�SODXVLEOH�WKH�JURZLQJ�TXDQWLW\�RI�QHJDWLYH-\LHOGLQJ�GHEW�LV�DQ�LQGLFDWRU�RI�IHDU�DQG�XQFHUWDLQW\�LQ�WKH�PDUNHW�
SODFH�� D�SURJQRVWLFDWLRQ�RI�QHJDWLYH� WKLQJV� WR� FRPH�� ,I� LQYHVWRUV�� LQ� DJJUHJDWH��H[SHFW�DQ� HFRQRPLF�VORZGRZQ�� WKHQ�
SXUFKDVLQJ�QHJDWLYH-\LHOGLQJ�DVVHWV�PLJKW�PDNH�VHQVH��7KLQN�RI�LW�DV�DQ�LQVXUDQFH�SROLF\�ZKHUH�WKH�QHJDWLYH�\LHOG�UHS�
UHVHQWV� WKH�DQQXDO�SUHPLXP�� ,I� ULVN�DVVHWV�� OLNH�HTXLWLHV��ZHUH�WR�VHOO�RII�� LQYHVWRUV�PD\�VHHN� WKH�VDIHW\�RI�VRYHUHLJQ�
ERQGV��LQ�ZKLFK�FDVH�WKHLU�SULFHV�ZRXOG�WHPSRUDULO\�DSSUHFLDWH�� 
 
&RPLQJ�WR�$PHULFD 
 
/HVV�WKDQ�D�\HDU�DJR��WKH�86�)HGHUDO�5HVHUYH�ZDV�WLJKWHQLQJ�PRQHWDU\�SROLF\��DQG�WKH�FRQVHQVXV�DPRQJ�LQYHVWRUV�ZDV�
86�UDWHV�ZHUH�KHDGLQJ�KLJKHU��7KH�QHJDWLYH�LQWHUHVW�UDWHV�LQ�(XURSH�DQG�-DSDQ�ZHUH�SHUFHLYHG�WR�EH�VSHFLILF�WR�WKRVH�
HFRQRPLHV��DQG�QRW�SODXVLEOH�LQ�WKH�86��,Q�UHFHQW�PRQWKV�� WKH�FRQVHQVXV�YLHZ�KDV�FKDQJHG��DV�86�ERQG�\LHOGV�KDYH�
SOXPPHWHG��6RPH��OLNH�IRUPHU�)HGHUDO�5HVHUYH�&KDLU��$ODQ�*UHHQVSDQ��WKLQN�QHJDWLYH�86�UDWHV�DUH�D�PDWWHU�RI�ZKHQ��
QRW�LI�� 
 

 
 

 
$JDLQ��WKH�H[DFW�FDWDO\VW�IRU�QHJDWLYH�UDWHV�LV�XQFOHDU��:H�DUH�QRW�FHUWDLQ�ZH�ZLOO�VHH�WKHP�LQ�WKH�86��EXW�JLYHQ�WKHLU�
SUHYDOHQFH�DEURDG��86�LQYHVWRUV�FDQ�QR�ORQJHU�UXOH�RXW�WKH�SRVVLELOLW\��)RU�WKRVH�LQ�&KDLUPDQ�*UHHQVSDQ¶V�FDPS��WKH�
DUJXPHQW�PLJKW�JR�VRPHWKLQJ�OLNH�WKLV�� 
 
$�FRXQWU\¶V�HFRQRPLF�JURZWK�FDQ�EH�EURNHQ�GRZQ�E\�LWV�SRRO�RI�ODERU�DQG�WKH�SURGXFWLYLW\�RI�WKRVH�ODERUHUV��6LQFH�WKH�
ILQDQFLDO�FULVLV��IRU�UHDVRQV�HFRQRPLVWV�GRQ¶W�TXLWH�XQGHUVWDQG��86�ODERU�SURGXFWLYLW\�KDV�EHHQ�ORZ��%XW�ZKDW�ZH�GR�
NQRZ�LV�WKDW�WKH�JURZWK�UDWH�LQ�WKH�86�VXSSO\�RI�ODERU��L�H��LWV�ZRUNLQJ�DJH�SRSXODWLRQ��KDV�VWHDGLO\�EHHQ�IDOOLQJ�DQG�
ZLOO�FRQWLQXH�WR�IDOO��6R��ZLWKRXW�DQ�LQFUHDVH�LQ�ODERU�SURGXFWLYLW\��HFRQRPLF�JURZWK��E\�GHILQLWLRQ��ZLOO�GHFHOHUDWH��� 

86�5DWHV�+DYH�)DOOHQ�3UHFLSLWRXVO\�2YHU�WKH�/DVW�<HDU 

6RXUFH��$QQDQGDOH�&DSLWDO��%ORRPEHUJ 
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$GG� WR� WKDW� WKH� IDFW� WKDW� WKH�86� LV� DFWLYHO\� HQJDJHG� LQ� D� WUDGH�ZDU�� DQG� QRERG\�NQRZV�TXLWH�KRZ� LW�ZLOO� HQG��7KH�
7UXPS�DQG�;L�DGPLQLVWUDWLRQV�PD\�UHDFK�D�GHDO�WKDW�SXWV�WKLV�XQFHUWDLQW\�EHKLQG�XV��RU�RXU�WZR�QDWLRQV�FRXOG�EHFRPH�
HQWLUHO\�ZDOOHG�RII�ZKHQ�LW�FRPHV�WR�WUDGH��:H�GRQ¶W�NQRZ��%XW�ZH�GR�NQRZ�WKH�EDFN�DQG�IRUWK�LV�DOUHDG\�LPSDFWLQJ�
SDUWV�RI�WKH�86�DQG�ZRUOG�HFRQRP\��,Q�WKH�SDVW�WZR�FRPPHQWDULHV��ZH�PHQWLRQHG�86�PDQXIDFWXULQJ�JURZWK�ZDV�VORZ�
LQJ��7RGD\��WKDW�VORZGRZQ�KDV�PRUSKHG�LQWR�D�IXOO-RQ�FRQWUDFWLRQ��:LWKLQ�WKH�PDQXIDFWXULQJ�VSKHUH��QHZ�RUGHUV��SUR�
GXFWLRQ�OHYHOV��HPSOR\PHQW�OHYHOV��SULFHV��EDFNORJV��DQG�PRVW�QRWDEO\�H[SRUW�RUGHUV�DUH�IDOOLQJ��7KH�VDYLQJ�JUDFH�IRU�
WKH�86�HFRQRP\�KDV�EHHQ�DQG�UHPDLQV�WKH�VHUYLFH�VHFWRU��ZKLFK�FRQWLQXHV�WR�H[SDQG��DOEHLW�DW�D�GHFOLQLQJ�SDFH���,I�WKH�
86�HFRQRPLF�JURZWK�HQJLQH�GRHV�ILQDOO\�FUDFN��ZH�FRXOG�VHH�WKH�)HGHUDO�5HVHUYH�WDNH�D�PRUH�XQFRQYHQWLRQDO�SDWK��
OLNH�WKH�(&%�RU�%DQN�RI�-DSDQ��:H�DOVR�FDQ¶W�UXOH�RXW�WKH�SRWHQWLDO�WKDW�PDUNHW�IRUFHV��ZLWKRXW�WKH�LQWHUYHQWLRQ�RI�WKH�
)HGHUDO�5HVHUYH��GULYH�LQWHUHVW�UDWHV�GRZQ�WKLV�SDWK���� 
 
/RZ�5DWHV�,PSDFW�RQ�)LQDQFLDO�$VVHWV 
 
7R�EH������FOHDU��ZH�GRQ¶W�NQRZ�ZKHUH�LQWHUHVW�UDWHV�DUH�KHDGLQJ��1RERG\�GRHV��:H�FDQ¶W�QDPH�DQ\RQH�ZKR�IRUHVDZ�
WZR�GHFDGHV�RI�QHDU����QRPLQDO�UDWHV�LQ�-DSDQ��:H�FHUWDLQO\�FDQ¶W�QDPH�DQ\RQH�ZKR�IRUHVDZ�WKH�GDZQ�RI�QHJDWLYH�
LQWHUHVW��7KH�RQO\�WKLQJ�ZH�FDQ�WHOO�\RX�LV�WRGD\¶V�JOREDO�LQWHUHVW�UDWH�UHJLPH�LV�LPSDFWLQJ�HYHU\�FRUQHU�RI�WKH�ILQDQFLDO�
PDUNHWV�LQ�D�P\ULDG�RI�ZD\V�� 
 
7KH�LPSDFW�ZH�IHHO�PRVW�DFXWHO\�LV�LQ�WKH�SULFLQJ�RI�ILQDQFLDO�DVVHWV��2XU�FRQMHFWXUH�LV�WKDW�DEQRUPDOO\�ORZ�QHJDWLYH�
LQWHUHVW�UDWHV�KDYH�GULYHQ�WKH�SULFH�RI�ILQDQFLDO�DVVHWV�KLJKHU�DQG��LQ�WXUQ��WKH�IRUZDUG�UHWXUQV�RQ�ILQDQFLDO�DVVHWV�ORZHU��
%HIRUH�ZH�MXPS�LQWR�VSHFLILF�H[DPSOHV��OHW¶V�UHYLHZ�VRPH�EDVLF�ILQDQFLDO�WKHRU\�� 
 
 
 
7KH�HTXDWLRQ�DERYH�LV�IURP�WKH�*RUGRQ�*URZWK�0RGHO�DQG�FDQ�EH�XVHG�WR�YDOXH�SHUSHWXDO�FDVK�IORZ�VWUHDPV��)RU�H[�
DPSOH��VXSSRVH�VRPHRQH�RIIHUHG�WR�VHOO�\RX�DQ�DVVHW�WKDW�SDLG�D������GLVWULEXWLRQ��'��WKLV�\HDU��/HW¶V�DOVR�DVVXPH�WKH�
GLVWULEXWLRQ�JUHZ��J��E\����HYHU\�\HDU�WKHUHDIWHU�LQWR�SHUSHWXLW\��7KH�DPRXQW�\RX�DUH�ZLOOLQJ�WR�SD\�IRU�WKLV�DVVHW�ZLOO�
GHSHQG�RQ�\RXU�UHTXLUHG�UDWH�RI�UHWXUQ�RU�GLVFRXQW�UDWH��U���6R��WKH�TXHVWLRQ�EHFRPHV��ZKDW�VKRXOG�EH�P\�GLVFRXQW�UDWH"�
7R�DQVZHU�WKLV�TXHVWLRQ��\RX�DUH�OLNHO\�WR�VHH�ZKDW�\RX�FDQ�HDUQ�RQ�FRPSHWLQJ�LQYHVWPHQWV��,I�\RX�GHFLGH�WKDW�\RX�FDQ�
VDIHO\�HDUQ������JRLQJ�IRUZDUG�WKDQ�\RX�VKRXOG�SD\�QR�PRUH�WKDQ��������IRU�WKLV�DVVHW�� 
 
 
 
1RZ�LPDJLQH�LQYHVWRUV�WU\LQJ�WR�GHWHUPLQH�WKHLU�UHTXLUHG�UDWH�RI�UHWXUQ�WRGD\��$V�D�JURXS��WKH\�VXUYH\�WKH�PDUNHW�DQG�
VHH�QHJDWLYH�(XURSHDQ�\LHOGV��QHJDWLYH�-DSDQHVH�\LHOGV����-\HDU�7UHDVXU\�\LHOGV�DW�������DQG���-\HDU�7UHDVXU\�\LHOGV�
DW�RQO\�������:KDW�GLVFRXQW�UDWH�ZRXOG�WKH�PDUNHW��WKH�FROOHFWLYH�JURXS�RI�LQYHVWRUV��DVVLJQ�WR�WKLV�DVVHW"������VHHPV�
SODXVLEOH��LPSO\LQJ�\LHOG-VWDUYHG�LQYHVWRUV�ZRXOG�SD\�XS�WR���������IRU�WKLV�VHFXULW\�� 
 
 

'HFHOHUDWLQJ�*URZWK�LQ�WKH�:RUNLQJ�$JH�3RSXODWLRQ�LV�D�+HDGZLQG 

6RXUFH��-3�0RUJDQ 



�$QQDQGDOH�&DSLWDO��2YHUYLHZ�	�2XWORRN�4������ 

  � 

 

7KH�SRLQW�ZH�DUH�WU\LQJ�WR�VWUHVV�LV�WKH�UDWH�RI�UHWXUQ�\RX�FDQ�REWDLQ�RQ�ULVN-IUHH�DVVHWV�KDV�D�GLUHFW�EHDULQJ�RQ�WKH�SULFH�
DQG�IRUZDUG�UDWHV�RI�UHWXUQ�IRU�RWKHU�DVVHWV�� 
 
&RUSRUDWH�'HEW 
 
7KH�HDVLHVW�ZD\�WR�LOOXVWUDWH�RXU�SRLQW�LV�ZLWK�ERQGV��$V�WKH�UDWH�RU�\LHOG�RQ�7UHDVXULHV�KDV�IDOOHQ��VR�KDV�WKH�\LHOG�RQ�
ULVNLHU� IRUPV�RI�GHEW��7KH�FKDUW�EHORZ�VKRZV� WKH�EHQFKPDUN�\LHOGV� IRU���-\HDU�7UHDVXULHV��JUHHQ� OLQH��� LQYHVWPHQW-
JUDGH�FRUSRUDWH�ERQGV��UHG�OLQH���DQG�KLJK-\LHOG�MXQN�ERQGV��EOXH�OLQH���$V�\RX�FDQ�SODLQO\�VHH��WKH�\LHOG�RQ�LQYHVWPHQW
-JUDGH�DQG�KLJK-\LHOG�FRUSRUDWH�KDV�WUHQGHG�GRZQ�ZLWK�ULVN-IUHH�UDWHV��$W�SUHVHQW��LQYHVWPHQW�DQG�MXQN-UDWHG�ERQGV�VLW�
QHDU�KLVWRULF�ORZV��\LHOGLQJ������DQG�������UHVSHFWLYHO\��:H�ZRXOG�DOVR�DGG�WKDW�WKH�VSUHDGV�EHWZHHQ�EHQFKPDUN�UDWHV�
DQG�YDULRXV�FUHGLW�LQVWUXPHQWV�DUH�EHORZ�KLVWRULFDO�DYHUDJHV��� 
 

 
7KH�KXQW�IRU�\LHOG�LV�HYHQ�PRUH�GLIILFXOW�LQ�(XURSH�ZKHUH�EHQFKPDUN�LQWHUHVW�UDWHV�DUH�QHJDWLYH��)RU�FRPSDULVRQ��WKH�
(XURSHDQ�LQYHVWPHQW-JUDGH�EHQFKPDUN�RIIHUV�XS�D�PHUH�������DQG�WKH�(XURSHDQ�KLJK-\LHOG�EHQFKPDUN�������$QG�DV�
ZH�PHQWLRQHG�HDUOLHU��D�KDQGIXO�RI�FRUSRUDWH�LVVXHV�FDUU\�QHJDWLYH�\LHOGV��7KH�REYLRXV�WDNHDZD\�LV�WKDW�ORZ�\LHOGV�RQ�
ULVN-IUHH�LQYHVWPHQWV��L�H��7UHDVXULHV��DUH�IRUFLQJ�LQYHVWRUV�WR�DFFHSW�ORZHU�\LHOGV�RQ�ULVNLHU�LQYHVWPHQWV��LQ�WKLV�FDVH�
ERQGV�WKDW�FDUU\�WKH�ULVN�RI�GHIDXOW� 
 
7KH�86�8WLOLW\�6HFWRU 
 
7KH�86�XWLOLW\�VHFWRU�VHUYHV�DV�DQRWKHU�JUHDW�FDVH�LQ�SRLQW��2YHU�WKH�ODVW����PRQWKV��XWLOLW\�VWRFNV�KDYH�UHWXUQHG�������
FRPSDUHG�WR������IRU�WKH�EURDGHU�86�HTXLW\�PDUNHW��DQG�RYHU�WKH�ODVW��-\HDUV��WKHLU�UHWXUQV�UDQN�VHFRQG�RQO\�WR�WKH�
WHFKQRORJ\�VHFWRU��7KH�DEQRUPDOO\� VWURQJ�SHUIRUPDQFH� LV� OLNHO\� WKH�UHVXOW�RI� WZR� WKLQJV��)LUVW��XWLOLW\� VWRFNV� WHQG� WR�
SHUIRUP�ZHOO�GXULQJ� WLPHV�RI�HFRQRPLF�VWUHVV�DQG�RU�XQFHUWDLQW\��EHFDXVH�WKHLU�FDVK�IORZV�DUH�SHUFHLYHG� WR�EH�VDIHU�
WKDQ�PRVW�HTXLWLHV��L�H��DQ�HOHFWULF�RU�JDV�ELOO�LV�RQH�RI�WKH�ODVW�WKLQJV�WR�EH�FXW�E\�D�FRQVXPHU�IDFLQJ�KDUGVKLS���6HFRQG��
DQG�WR�RXU�RULJLQDO�SRLQW��XWLOLW\�VWRFNV�WHQG�WR�DWWUDFW�LQFRPH�LQYHVWRUV�ZKR�DW�SUHVHQW�KDYH�IHZ�³VDIH´�\LHOG�DOWHUQD�
WLYHV�� 
 
7KH�IROORZLQJ�FKDUW�LOOXVWUDWHV�WKH�GUDPDWLF�VKLIW�LQ�KRZ�LQYHVWRUV�YDOXH�XWLOLW\�VWRFNV��%HIRUH�WKH�ILQDQFLDO�FULVLV��XWLOLW\�
VWRFNV�WUDGHG�DW�URXJKO\����[�HQWHUSULVH�YDOXH��WKH�WRWDO�YDOXH�RI�D�FRPSDQ\��WR�(%,7'$��D�PHDVXUH�RI�FDVK-IORZ���:H�
ZRXOG�DOVR�DGG�WKDW�GXULQJ�WKDW�SHULRG�WKH\�QHYHU�WUDGHG�DERYH�����[��)URP�WKH�ILQDQFLDO�FULVLV�RQZDUG��XWLOLWLHV�KDYH�
DYHUDJHG�YDOXDWLRQV�URXJKO\�����KLJKHU��DQG�WRGD\�WKH\�WUDGH�DW�����[��,Q�RWKHU�ZRUGV��LQYHVWRUV�DUH�FXUUHQWO\�SD\LQJ�
D�����SUHPLXP�SHU�GROODU�RI�FDVK�IORZ��(%,7'$��WR�RZQ�D�VWDNH�LQ�WKHVH�HQWHUSULVHV�� 
 
 
 

��6HH�*UDSKLF�RQ�WKH�)ROORZLQJ�3DJH�! 

&RUSRUDWH�%RQG�<LHOGV�&RQWLQXH�7KHLU�'HVFHQW�/RZHU 

6RXUFH��)HGHUDO�5HVHUYH�RI�6W��/RXLV 
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7KH�UHDVRQ�ZH�FKRVH�WR�PDNH�DQ�H[DPSOH�RI�XWLOLWLHV�LV�EHFDXVH�WKH\�DUH�UHODWLYHO\�HDV\�WR�YDOXH��7KH\�DUH�DIWHU�DOO�UHJ�
XODWHG� EXVLQHVVHV��ZKLFK�PHDQV� UHJXODWRUV� GLFWDWH� WKH� OHYHO� RI� SURILWV� WKH\� DUH� DOORZHG� WR� JHQHUDWH��2YHU� WKH� ODVW� ��
\HDUV��WKLV�VHFWRU�KDV�DYHUDJHG�UHWXUQV�RQ�HTXLW\�FDSLWDO�RI�������7KLV�ZRXOG�EH�DNLQ�WR�\RXU�FKLOG�LQYHVWLQJ������LQWR�
EXLOGLQJ�RSHUDWLQJ�D�OHPRQDGH�VWDQG�DQG�PDNLQJ�������LQ�SURILWV��)RU�WKH�VDNH�RI�RXU�PDWK��OHW¶V�EH�JHQHURXV��DQG�DV�
VXPH�UHJXODWRUV�DOORZ�XWLOLWLHV�WR�HDUQ�������RQ�WKHLU�HTXLW\�JRLQJ�IRUZDUG��:H�ZRQ¶W�ERUH�\RX�ZLWK�WKH�H[DFW�PDWK�
�\RX�FDQ�VHH�LW�LQ�WKH�ER[�EHORZ���EXW�EHFDXVH�ZH�NQRZ�KRZ�PXFK�LQYHVWRUV�DUH�FXUUHQWO\�SD\LQJ�IRU�D����RI�HTXLW\��ZH�
FDQ�VROYH�IRU�WKH�UHWXUQV�LQYHVWRUV�DUH�FXUUHQWO\�XQGHUZULWLQJ��8QGHU�RXU�DVVXPSWLRQV��ZKLFK�ZH�EHOLHYH�DUH�JHQHURXV��
D�XWLOLW\�LQYHVWRU�FDQ�H[SHFW�WR�HDUQ������DVVXPLQJ�YDOXDWLRQV�GR�QRW�FKDQJH�� 
 

 
/RZ�9RODWLOLW\�([FKDQJH�7UDGHG�)XQGV 
 
7KH�XWLOLW\�VHFWRU�LVQ¶W�WKH�RQO\�SXEOLF�HTXLW\�GRPDLQ�EHQHILWLQJ�IURP�LQYHVWRUV�ORZHULQJ�GLVFRXQW�UDWHV��LW�LV�DOO�VWRFNV��
+RZHYHU��SHUFHLYHG�KDYHQ�VWRFNV�OLNH�XWLOLWLHV��5(,7V��DQG�FRQVXPHU�VWDSOHV�VHHP�WR�EH�DW�WKH�HSLFHQWHU�RI�WKLV�PRYH�
PHQW��2I�WKH�WKRXVDQGV�RI�H[FKDQJH�WUDGHG�IXQGV��(7)V��LQ�H[LVWHQFH��WKH�L6KDUHV�0LQLPXP�9RODWLOLW\�)XQG��8609��
KDV�EHHQ�WKH�VLQJOH�PRVW�SRSXODU�(7)�DPRQJ�LQYHVWRUV�LQ�������7R�RXU�HDUOLHU�SRLQW��LQYHVWRUV�DUH�SRXULQJ�PRQH\�LQWR�
DVVHW�FODVVHV�WKDW�RIIHU�WKH�SHUFHSWLRQ�RI�VDIHW\��7KLV�(7)�WDUJHWV�VWRFNV��DQG�FRPELQDWLRQV�RI�VWRFNV��WKDW�KDYH�KLVWRUL�
FDOO\� H[KLELWHG� OHVV� YRODWLOLW\� �SULFH� IOXFWXDWLRQV��� � 6RPH� RI� LWV� WRS� KROGLQJV� DUH� KRXVHKROG� QDPHV� OLNH� &RFD-&ROD��
:DVWH�0DQDJHPHQW��0F'RQDOGV��9LVD��3HSVLFR��DQG�9HUL]RQ��<HDU�WR�GDWH��WKLV�(7)�KDV�UHWXUQHG�����������DERYH�

8WLOLW\�9DOXDWLRQV�&RQWLQXH�WR�6HW�1HZ�5HFRUGV�DV�5DWHV�)DOO 

6RXUFH��$QQDQGDOH�&DSLWDO��%ORRPEHUJ 

'HULYDWLRQ�RI�,PSOLHG�5HWXUQV 
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WKH�6	3���2YHU������RI�WKLV�UHWXUQ�FDQ�EH�H[SODLQHG�E\�LQYHVWRUV�VLPSO\�SD\LQJ�PRUH�IRU�D�GROODU�RI�HDUQLQJV��DV�WKH�
FRQVWLWXHQWV�RI�8609��LQ�DJJUHJDWH��KDYH�VHHQ�WKHLU�HDUQLQJV�IDOO�\HDU�WR�GDWH�� 
 

 
 
 

 

 
 
7KH�4XDQGDU\� 
 
,W¶V�XQGHQLDEOH��,QWHUHVW�UDWHV�LQIOXHQFH�HYHU\WKLQJ�IURP�WKH�SULFLQJ�RI�D�SODLQ�YDQLOOD�ERQG�WR�WKH�YDOXDWLRQV�RI�YHQWXUH�
FDSLWDO�IXQGLQJ�URXQGV��8QIRUWXQDWHO\��WKLV�UHDOLW\�SUHVHQWV�LQYHVWRUV�ZLWK�D�GLOHPPD��'R�\RX�EHJUXGJLQJO\�DFFHSW�ORZ�
HU�UDWHV�RI�UHWXUQ�RU�GR�\RX�WDNH�LQFUHPHQWDOO\�KLJKHU�OHYHOV�RI�ULVN"�� 

,QYHVWRUV�DUH�3D\LQJ�5HFRUG�3UHPLXPV�IRU�6WDEOH�*URZWK 

9DOXDWLRQV�&RQWLQXH�WR�5LVH�IRU�WKH�&RQVWLWXHQWV�RI�WKH�86�0LQLPXP�9RODWLOLW\�(7)� 

6RXUFH��*ROGPDQ�6DFKV 

6RXUFH��$QQDQGDOH�&DSLWDO��%ORRPEHUJ 
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:H�IHDU�WRR�PDQ\�LQYHVWRUV�DUH�FKRRVLQJ�WKH�ODWWHU�SDWK��:KHQ�SUHVHQWHG�ZLWK�WKH�RSWLRQ�RI�QHDU�]HUR�SHUFHQW�ULVN-IUHH�
UDWHV��WKH\�DUH�PRYLQJ�RQH�VWHS�RXW�RQ�WKH�ULVN�VSHFWUXP��7KH\�DUH�HLWKHU�WDUJHWLQJ�ULVNLHU�DVVHW�FODVVHV��XVLQJ�OHYHUDJH�
GHEW�WR�HQKDQFH�WKHLU�UHWXUQV��RU�VRPH�FRPELQDWLRQ�RI�WKH�WZR�� 
 
7KH�FXUUHQW�HUD�RI�ORZ�UDWHV�KDV�UHZDUGHG�DQG�HYHQ�HQFRXUDJHG�WKLV�EHKDYLRU��'HIDXOW�UDWHV�RQ�FRUSRUDWH�FUHGLW�DUH�DUWL�
ILFLDOO\�GHSUHVVHG��EHFDXVH�HDV\�DFFHVV�WR�FKHDS�FUHGLW�DOORZV�FRPSDQLHV�WR�SHUSHWXDOO\�VWDYH�RII�EDQNUXSWF\��$V�D�UH�
VXOW�� FUHGLW� LQYHVWRUV� KDYH� IRUJRWWHQ� ZKDW� D� GHIDXOW� F\FOH� ORRNV� OLNH�� 'LVUXSWLYH� VWDUWXSV� FDQ� IORXULVK� ZLWKRXW� HYHU�
DFKLHYLQJ�SURILWDELOLW\��EHFDXVH�WKH\�KDYH�XQOLPLWHG�DFFHVV� WR�IXQGV�IURP�YHQWXUH�FDSLWDO�� ,Q� WKH�UHDO�HVWDWH�PDUNHWV��
DOPRVW�HYHU\�WUDQVDFWLRQ�PDNHV�VHQVH�RQ�D�OHYHUHG�EDVLV��EHFDXVH�WKH�EX\HU¶V�FRVW�RI�FDSLWDO�LV�VR�ORZ��$QG��DV�ZH�VWDW�
HG�LQ�RXU�FRPPHQWDU\��HYHU\�LQYHVWRU�LV�ORRNLQJ�IRU�EHWWHU�DOWHUQDWLYHV�LQ�D�\LHOG-VWDUYHG�ZRUOG�� 
 
$W�$QQDQGDOH��RXU�JRDO�LV�PD[LPL]LQJ�ULVN-DGMXVWHG�UHWXUQV��)RU�LQVWDQFH��RXU�IL[HG�LQFRPH�SRUWIROLR�RIIHUV�WKH�VDPH�
OHYHO�RI�\LHOG�DV�WKH�EURDGHU�LQYHVWPHQW-JUDGH�ERQG�PDUNHW��EXW�LW�GRHV�VR�ZLWK�URXJKO\�����RI�WKH�LQWHUHVW�UDWH�ULVN��DV�
PHDVXUHG� E\� GXUDWLRQ��� $GGLWLRQDOO\�� WKH� ZHLJKWHG-DYHUDJH� FUHGLW� TXDOLW\� RI� RXU� SRUWIROLR� LV� EHWWHU�� :H� KDYH� DOVR�
DYRLGHG�ZKDW�ZH�FRQVLGHU�WR�EH�WKH�IURWKLHVW�DUHDV�RI�WKH�HTXLW\�PDUNHW��VXFK�DV�VR�FDOOHG�³ORZ-YRODWLOLW\�VWRFNV�´�:H�
NQRZ�WKDW�HYHQ�JUHDW�FRPSDQLHV�FDQ�WXUQ�RXW�WR�EH�WHUULEOH�LQYHVWPHQWV�LI�WKH�SULFH�SDLG�LV�WRR�KLJK��:KHQ�LW�FRPHV�WR�
WKH�SULYDWH�FDSLWDO�PDUNHWV��ZH�QHYHU�FKDVH�DOORFDWLRQV�LQ�WKH�IXQGLQJ�URXQGV�RI�KRW�YHQWXUH�LQYHVWPHQWV��,QVWHDG��ZH�
VSHQG�RXU�WLPH� ORRNLQJ� ORQJ�DQG�KDUG�IRU�D�VPDOO�KDQGIXO�RI�GLIIHUHQWLDWHG�RSSRUWXQLWLHV��:H�IRFXV�RQ�ULVN-DGMXVWHG�
UHWXUQV��EHFDXVH�ZH�NQRZ�WKDW�ZKHQ�WKH�PDUNHW�UHJLPH�FKDQJHV��WKH�DPRXQW�RI�ULVN�LQYHVWRUV�KDYH�WUXO\�EHHQ�WDNLQJ�
ZLOO�EHFRPH�DSSDUHQW�� 
 
:H�DSSUHFLDWH�WKH�WUXVW�\RX�KDYH�SODFHG�LQ�XV��DQG�ZH�DUH�KDUG�DW�ZRUN�ORRNLQJ�IRU�ZD\V�WR�JURZ�\RXU�SRUWIROLR�ZLWK�
RXW�WDNLQJ�XQGXH�ULVN��� 
 
 
 
 
 
 
 
 
 
 
,03257$17�',6&/2685(6�7KLV�PDWHULDO�LV�QRW�LQWHQGHG�WR�EH�XVHG�DV�D�JHQHUDO�JXLGH�WR�LQYHVWLQJ��RU�DV�D�VRXUFH�RI�DQ\�VSHFLILF�LQYHVW�
PHQW� UHFRPPHQGDWLRQV�� DQG�PDNHV� QR� LPSOLHG� RU� H[SUHVV� UHFRPPHQGDWLRQV� FRQFHUQLQJ� WKH�PDQQHU� LQ�ZKLFK� DQ\� FOLHQW¶V� DFFRXQW� VKRXOG� RU�
ZRXOG�EH�KDQGOHG��DV�DSSURSULDWH�LQYHVWPHQW�VWUDWHJLHV�GHSHQG�XSRQ�HDFK�FOLHQW¶V�GLVWLQFW�LQYHVWPHQW�REMHFWLYHV��7KLV�LV�QRW�DQ�RIIHU�RU�VROLFLWD�
WLRQ�ZLWK�UHVSHFW�WR�WKH�SXUFKDVH�RU�VDOH�RI�DQ\�VHFXULW\��)XUWKHU�LQIRUPDWLRQ�RQ�DQ\�RI�WKH�LQYHVWPHQWV�PHQWLRQHG�LQ�WKLV�PDWHULDO�PD\�EH�RE�
WDLQHG�XSRQ�UHTXHVW��%HIRUH�PDNLQJ�DQ\�LQYHVWPHQW�GHFLVLRQ��SURVSHFWLYH�LQYHVWRUV�VKRXOG�FDUHIXOO\�UHDG�DOO�PDWHULDO�SURYLGHG��,W�LV�QRW�RXU�LQ�
WHQWLRQ�WR�VWDWH�RU�LPSO\��LQ�DQ\�PDQQHU��WKDW�SDVW�UHVXOWV�DQG�SURILWDELOLW\�DUH�DQ�LQGLFDWLRQ�RI�IXWXUH�SHUIRUPDQFH��7KH�DWWDFKHG�VXPPDU\�SULFHV�
TXRWHV�VWDWLVWLFV�KDYH�EHHQ�REWDLQHG�IURP�VRXUFHV�ZH�EHOLHYH�WR�EH�UHOLDEOH��EXW�ZH�FDQQRW�JXDUDQWHH�LWV�DFFXUDF\�RU�FRPSOHWHQHVV��$QQDQGDOH�
&DSLWDO��//&�GRHV�QRW�SURYLGH�WD[�RU�OHJDO�DGYLFH��3OHDVH�FRQVXOW�\RXU�WD[�RU�OHJDO�DGYLVRU�� 

3ULYDWH�(TXLW\�LV�5HVRUWLQJ�WR�+LJKHU�/HYHUDJH�WR�*HQHUDWH�5HWXUQV 

6RXUFH��%DLQ�	�&R� 


