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([HFXWLYH�6XPPDU\ 
 
~ 7KH�VHOO-RII�WKDW�HQVXHG�LQ�0DUFK��DFURVV�ERWK�HTXLWLHV�DQG�FUHGLW��ZDV�RQH�RI�WKH�VKDUSHVW�RQ�UHFRUG�� 
 
~ &RURQDYLUXV�KDV�DOWHUHG�GDLO\�OLIH�DURXQG�WKH�ZRUOG��5RXJKO\�����RI�WKH�86�SRSXODWLRQ�LV�XQGHU�VKHOWHU-LQ-SODFH�

RUGHUV��DQG�RYHU�D�WKLUG�RI�WKH�JOREDO�SRSXODWLRQ�LV�SUDFWLFLQJ�VRPH�IRUP�RI�VRFLDO�LVRODWLRQ� 
 
~ (IIRUWV�WR�UHVWULFW� WKH�VSUHDG�RI�&RURQDYLUXV�KDYH�EURXJKW�JOREDO�FRPPHUFH� WR�D�VWDQGVWLOO�� ,QLWLDO� MREOHVV�FODLPV�

ZLWKLQ�WKH�8QLWHG�6WDWHV�VXJJHVW�XQHPSOR\PHQW�VLWV�DURXQG������D�OHYHO�WKDW�LV�OLNHO\�XQGHUVWDWHG� 
 
~ 3ULRU�WR�WKH�0DUFK�VHOO-RII��JOREDO�HTXLW\�DQG�FUHGLW�YDOXDWLRQV�ZHUH�KLVWRULFDOO\�HOHYDWHG��)XUWKHUPRUH��H[FHVVHV�

ZLWKLQ�WKH�FUHGLW�PDUNHWV�XQGHUPLQHG�WKH�TXDOLW\�RI�FUHGLW�LVVXDQFH� 
 
~ 7KH�DFWLRQV�WDNHQ�E\�&RQJUHVV�DQG�WKH�)HGHUDO�5HVHUYH�WR�SURWHFW�RXU�HFRQRP\�DQG�ILQDQFLDO�LQVWLWXWLRQV�DUH�XQ�

SUHFHGHQWHG�� 
 
~ 2SSRUWXQLWLHV�ZLWKLQ�WKH�JOREDO�HTXLW\�DQG�FUHGLW�PDUNHWV�DUH�EHJLQQLQJ�WR�HPHUJH��7RGD\��ZH�VHH�DFWLRQDEOH�LQ�

YHVWPHQW�RSSRUWXQLWLHV�LQ�WKH�PDUNHW�IRU�WURXEOHG�FUHGLW��SDUWLFXODUO\�ZLWKLQ�WKH�HQHUJ\�VHFWRU�� 
 
,QWURGXFWLRQ 
 
7KH�VWDUW�RI������ZDV�PDUNHG�E\�RQH�RI�WKH�VKDUSHVW�PDUNHW�FRUUHFWLRQV�LQ�KLVWRU\��)URP�WKH�SHDN������������JOREDO�
HTXLW\�PDUNHWV�IHOO�������LQ�D�PDWWHU�RI�RQO\����WUDGLQJ�GD\V��,QYHVWPHQW�JUDGH�DQG�KLJK-\LHOG�FRUSRUDWH�ERQGV�ZLW�
QHVVHG�FRUUHFWLRQV�VLPLODU�LQ�VSHHG��/4'��DQ�(7)�WUDFNLQJ�WKH�LQYHVWPHQW�JUDGH�FRUSRUDWH�ERQG�PDUNHW�IHOO�������LQ�
RQO\��� WUDGLQJ�GD\V��7KH�KLJK-\LHOG�PDUNHW�VDZ�ERQG�VSUHDGV��WKHLU� LQFUHPHQWDO�\LHOG�DERYH�7UHDVXULHV��FOLPE�IURP�
�����WR�������LQ�RQO\����WUDGLQJ�GD\V��:LWKLQ�WKH�OHYHUHG�ORDQ�PDUNHW��WKH�IRXU�ZRUVW�WUDGLQJ�GD\V�RQ�UHFRUG�DOO�RF�
FXUUHG�ZLWKLQ�D�WZR�ZHHN�VSDQ�WKLV�0DUFK��$OWKRXJK�WKH�PDJQLWXGH�RI�HDFK�RI�WKHVH�PRYHPHQWV�LV�QRWDEOH��WKH�VSHHG�
DW�ZKLFK�WKH\�RFFXUUHG�LV�ZKDW�VHWV������DSDUW��7KH�FDXVH�RI�WKHVH�NQHH-MHUN�PRYHPHQWV�LV�REYLRXV��1RYHO�&RURQD�
YLUXV�RU�&29,'-��� 
 
 
 
 
 
 
 
 
 
 
 
 
 

(FRQRPLF�	�0DUNHW�2XWORRN 

1XPEHU�RI�'D\V�LW�7RRN�WR�'URS���� 

6RXUFH��&1%&��%RI$�*OREDO�5HVHDUFK 
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&RURQDYLUXV�RI�&29,'-�� 
 
:H�ZRQ¶W�VSHQG�PXFK�WLPH�RQ�WKH�DFWXDO�GLVHDVH��EHFDXVH�ZH�DUH�QRW�HSLGHPLRORJLVWV��DQG�ZH�KDYH�DOO�EHHQ�LQXQGDWHG�
ZLWK�LQIRUPDWLRQ�E\�WKH�SUHVV��+HUH�LV�ZKDW�ZH�GR�NQRZ� 
 
$V� RI� ����������� WKHUH� KDYH� EHHQ� ���������� FDVHV� DQG� �������� GHDWKV� UHSRUWHG�� ,I� \RX� QDLYHO\� GLYLGH� WKH� UHSRUWHG�
GHDWKV�E\�UHSRUWHG�FDVHV��\RX�ZLOO�LQFRUUHFWO\�FRQFOXGH������RI�LQGLYLGXDOV�GLH�IURP�&29,'-����2U�ZRUVH��LI�\RX�ORRN�
DW�WKH�UHSRUWHG�VWDWLVWLFV�ZKHUH�WKH�KHDOWKFDUH�V\VWHP�LV�RYHUZKHOPHG�DQG�WKH�SRSXODWLRQ�VNHZV�HOGHUO\��IRU�LQVWDQFH�
,WDO\��\RX�ZRXOG�GUDZ�HYHQ�PRUH�GLUH�FRQFOXVLRQV��D�������UHSRUWHG�FDVH�IDWDOLW\�UDWH���:LWKRXW�JRRG�GDWD��LW�LV�LPSRV�
VLEOH�WR�HVWLPDWH�WKH�WUXH�IDWDOLW\�UDWH�RI�WKLV�GLVHDVH��DQG�XQIRUWXQDWHO\��WKH�ODFN�RI�GDWD�H[DFHUEDWHV�WKH�OHYHO�RI�IHDU�
DOUHDG\�SUHVHQW�LQ�VRFLHW\� 

 
:KDW�ZH�GR�NQRZ�LV�WKH�VHYHULW\�RI�WKH�GLVHDVH�YDULHV�JUHDWO\�IURP�QDWLRQ�WR�QDWLRQ��(DFK�FRXQWU\�KDV�LWV�RZQ�XQLTXH�
VLWXDWLRQ�GXH� WR�IDFWRUV� OLNH�GHPRJUDSKLFV��SUHSDUHGQHVV��DQG�WKH�VWHSV�HDFK�QDWLRQ�KDV�WDNHQ�WR�FRPEDW�&29,'-����
:H�DOVR�NQRZ�WKDW�WKH�UHSRUWHG�FDVH�FRXQW�LV�XQGHUVWDWHG��ZKLFK�LQIODWHV�IDWDOLW\�UDWH�VWDWLVWLFV��7KH�RXWEUHDNV�WKDW�KDYH�
RFFXUUHG�RQ�FUXLVH�VKLSV��OLNH�WKH�'LDPRQG�3ULQFHVV��SURYLGH�LQWHUHVWLQJ�FDVH�VWXGLHV��EHFDXVH�WKHLU�SRSXODWLRQV�ZHUH�
WHVWHG�DQG�VXEVHTXHQWO\�PRQLWRUHG��7KLQN�RI�FUXLVH�VKLSV�DV�OHVV�WKDQ�LGHDO�ODE�VHWWLQJV��$V�RI�0DUFK���WK��QLQH�RI�WKH�
����LQIHFWHG�'LDPRQG�3ULQFHVV�SDVVHQJHUV�KDG�GLHG��UHSUHVHQWLQJ�D������IDWDOLW\�UDWH��EXW�LW�VKRXOG�DOVR�EH�QRWHG�VRPH�
SDVVHQJHUV�UHPDLQHG�LQ�FULWLFDO�FDUH��:KDW�ZH�ZRXOG�VWUHVV�WR�\RX�LV�WKH�DFWXDO�VHYHULW\�RI�WKLV�GLVHDVH�LV�XQNQRZQ��DQG�
LW�LV�EHVW�WR�WKLQN�RI�WKH�VHYHULW\�ZLWKLQ�EDQGV��5LJKW�QRZ��WKHVH�EDQGV�DUH�ZLGH��ZLWK�DFDGHPLF�VWXGLHV�UDQJLQJ�IURP�
�����WR�������EXW�RYHU�WLPH�ZH�ZLOO�JDLQ�DGGLWLRQDO�FODULW\�� 
 
,W� DOVR� JRHV�ZLWKRXW� VD\LQJ� WKDW� WKLV� GLVHDVH� LV� KLJKO\� FRQWDJLRXV�� ,Q� D� UHFHQW� LQWHUYLHZ��%LOO�*DWHV� QRWHG� ³WKLV� LV� D�
QLJKWPDUH�VFHQDULR�EHFDXVH�KXPDQ-WR-KXPDQ�WUDQVPLWWDO�UHVSLUDWRU\�YLUXVHV�FDQ�JURZ�H[SRQHQWLDOO\�´�ZKLFK�LV�H[DFWO\�
ZKDW� ZH� KDYH� H[SHULHQFHG�� 2Q� 0DUFK� �WK�� WKH� FRQILUPHG� FDVH� FRXQW� ZDV� �������� DQG� D� PRQWK� ODWHU� LW� VWRRG� DW�
�����������$V�ZH�KDYH�OHDUQHG��HSLGHPLRORJLVWV�UHIHU�WR�WKH�LQLWLDO�UHSURGXFWLYH�UDWH�RI�D�GLVHDVH�DV�5-QDXJKW�RU�5���$V�
ZDV�WKH�FDVH�ZLWK�VHYHULW\�UDWHV��ZH�GR�QRW�NQRZ�WKH�H[DFW�UHSURGXFWLYH�UDWH�RI�&29,'-����DQG�LW� LV�EHVW� WR�GLVFXVV�
PDWWHUV�LQ�WHUPV�RI�UDQJHV��,QLWLDO�HVWLPDWHV�IURP�WKH�:RUOG�+HDOWK�2UJDQL]DWLRQ�SXW�5��DW�����WR������LPSO\LQJ�WKDW�RQH�
LQIHFWHG�LQGLYLGXDO�LV� OLNHO\�WR�LQIHFW���WR�����RWKHU�LQGLYLGXDOV��+RZHYHU��D�PRUH�UHFHQW�VWXG\�IURP�WKH�/RV�$ODPRV�
1DWLRQDO�/DERUDWRU\�IRXQG�5��WR�EH�FORVHU�WR������ 

7RWDO�&RQILUPHG�&DVHV�YV��'HDWKV��*UH\�/LQHV�5HSUHVHQW�&DVH�)DWDOLW\�5DWHV��$SULO���WK������ 
1RWH��FRQILUPHG�FDVH�FRXQWV�DUH�ORZHU�WKDQ�DFWXDO�FDVH�FRXQWV�OHDGLQJ�WR�RYHUVWDWHG�FDVH�IDWDOLW\�UDWHV 

6RXUFH��2XU�:RUOG�LQ�'DWD��(XURSHDQ�&'&—6LWXDWLRQ�8SGDWH 
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7R�VXP�WKLQJV�XS��ZH�FDQ¶W�VD\�DQ\WKLQJ�ZLWK�SUHFLVLRQ��EXW�ZH�FDQ�VXUPLVH�WKDW�ZH�DUH�GHDOLQJ�ZLWK�D�GLVHDVH�WKDW�LI�
OHIW�XQEULGOHG�LV�ERWK�GHDGOLHU�DQG�PRUH�FRQWDJLRXV�WKDQ�WKH�VHDVRQDO�IOX�� 
 
&XUYHV 
 
*RYHUQPHQWV�DURXQG�WKH�ZRUOG�KDYH� WDNHQ�DFWLRQ� WR�FRQWURO�&29,'-��¶V�RXWEUHDN�ZLWK�YDU\LQJ�GHJUHHV�RI�VXFFHVV��
7KH�JOREDO�PDQWUD� LV� WR�IODWWHQ� WKH�FXUYH� �L�H�� WKH�UDWH�DW�ZKLFK� WKH�GLVHDVH�VSUHDGV��YLD� VDQLWDU\�KDELWV�� WHVWLQJ��DQG�
PRVW�LPSRUWDQWO\��WKURXJK�YDULRXV�IRUPV�RI�VRFLDO�LVRODWLRQ��%\�WDNLQJ�WKHVH�DFWLRQV��ZH�DQG�RWKHU�FRXQWULHV�DURXQG�WKH�
ZRUOG�KRSH�WR�UHGXFH�WKH�VWUDLQ�SODFHG�RQ�RXU�KHDOWKFDUH�V\VWHPV��DQG�LQ�WXUQ��UHGXFH�WKH�RYHUDOO�IDWDOLW\�UDWH�RI�WKH�GLV�
HDVH��$V�RI�WKLV�ZULWLQJ��RYHU�D�WKLUG�RI�WKH�JOREDO�SRSXODWLRQ�LV�SUDFWLFLQJ�VRPH�IRUP�RI�VRFLDO�LVRODWLRQ�DQG�����RI�WKH�
86�SRSXODWLRQ�LV�XQGHU�VKHOWHU-LQ-SODFH�RUGHUV��� 
 
7KH�JRRG�QHZV�LV�WKHUH�DUH�VLJQV�WKDW�PDQ\�FRXQWULHV�DURXQG�WKH�ZRUOG�KDYH�VXFFHVVIXOO\�IODWWHQHG�WKH�FXUYH��DQG�HYHQ�
KRSH�IRU�VRPH�WKDW�WKH�ZRUVW�RI�WKH�GLVHDVH�KDV�SDVVHG��&RQVLGHU�,WDO\��E\�IDU�WKH�KDUGHVW�KLW�QDWLRQ��1HZ�FDVHV�LQ�,WDO\�
SHDNHG�RQ�0DUFK���VW��DQG�WKH�DYHUDJH�QXPEHU�RI�QHZ�FDVHV�KDV�VWHDGLO\�IDOOHQ�DORQJ�ZLWK�GHDWKV��7KLV�FDQ�EH�VDLG�RI�
PRVW�(XURSHDQ�DQG�FHQWUDO�$VLDQ�FRXQWULHV��(YHQ�GDWD�FRPLQJ�RXW�RI�WKH�8QLWHG�6WDWHV�VXSSRUWV�WKDW�ZH�PD\�EH�DERXW�
WR�WXUQ�D�FRUQHU�IRU�WKH�EHWWHU�� 

 

,WDO\��'DLO\�1HZ�&DVHV 

8QLWHG�6WDWHV��'DLO\�1HZ�&DVHV 

6RXUFH��:RUOG20HWHU 

6RXUFH��:RUOG20HWHU 
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:LWK�WKDW�EHLQJ�VDLG��QR�RQH�NQRZV�ZKDW�ZLOO�KDSSHQ�RQFH�ZH�HDVH�VRFLDO�LVRODWLRQ�PHDVXUHV��6RPHZKDW�FRPIRUWLQJ�LV�
WKH�IDFW�WKDW�WKH�SUHYLRXVO\�GLVFXVVHG�UHSURGXFWLYH�UDWH�LV�QRW�VWDWLF��$V�D�ODUJHU�SHUFHQWDJH�RI�WKH�SRSXODWLRQ�EHFRPHV�
LQIHFWHG�ZLWK�D�GLVHDVH��LW�EHFRPHV�KDUGHU�IRU�WKDW�GLVHDVH�WR�SURSDJDWH�LQ�VRFLHW\��7KLV�LV�RIWHQ�UHIHUUHG�WR�DV�KHUG�LP�
PXQLW\��3UHYLRXVO\�LQIHFWHG�LQGLYLGXDOV�GHYHORS�DQWLERGLHV�³WKHRUHWLFDOO\´�SURWHFWLQJ�WKHP�IURP�IXWXUH�LQIHFWLRQV��DQG�
LQ�WXUQ��UHGXFH�WKH�QXPEHU�RI�FRQWDJLRXV�KRVWV�E\�ZKLFK�WKH�GLVHDVH�FDQ�WUDYHO��,I�VRFLDO�LVRODWLRQ�PHDVXUHV�DUH�OLIWHG��
ZH�VKRXOG�H[SHFW�D�UHVXUJHQFH�LQ�FDVHV��EXW�WKH�VSUHDG�RI�WKH�GLVHDVH�PD\�QRW�EH�DV�UDSLG�DV�LW�ZDV�WKH�ILUVW�JR-DURXQG�� 
 
7KH�(FRQRP\ 
 
7KH�HFRQRPLF�FRVWV�RI�VRFLDO�LVRODWLRQ�DUH�KLJK��LI�QRW�GHYDVWDWLQJ��,W�HTXDWHV�WR�D�QHDUO\�FRPSOHWH�VWDQGVWLOO�LQ�FRP�
PHUFH��7KHUH�DUH�WKH�REYLRXV�ILUVW�RUGHU�HIIHFWV��ZKLFK�ZH�FDQ�VHH�SOD\LQJ�RXW�LQ�UHDO�WLPH�� 
 
~ 'RPHVWLF�DQG�JOREDO�WUDYHO�KDYH�FRPH�WR�D�KDOW��%\�0DUFK���WK�WUDYHOHUV�SDVVLQJ�WKURXJK�D�76$�FKHFN�SRLQW�KDG�

IDOOHQ�����\HDU-RYHU-\HDU��DQG�E\�PRQWK-HQG�SDVVHQJHU�WKURXJKSXW�KDG�IDOOHQ����� 
 
~ &KLS�5RJHUV��D�OREE\LVW�IRU�WKH�KRWHO�LQGXVWU\��FODLPV�WKDW�DV�PDQ\�DV�KDOI�RI�WKH�8QLWHG�6WDWHV��������KRWHOV�FRXOG�

FORVH�WHPSRUDULO\��DQG�EHWZHHQ���-����PD\�ILOH�IRU�EDQNUXSWF\�LQ�WKH�YHU\�LPPHGLDWH�IXWXUH� 
 
~ 5HWDLOHUV��ZLWKLQ�WKH�86��KDYH�EHHQ�IRUFHG�WR�VKXWWHU�VWRUHV�DQG�IXUORXJK�RYHU�RQH�PLOOLRQ�ZRUNHUV��7-;�&RPSD�

QLHV�WKH�RZQHU�RI�7-�0D[[��0DUVKDOOV��+RPHJRRGV��DQG�+RPH6HQVH��KDV�QRW�RQO\�FORVHG�DOO�SK\VLFDO� ORFDWLRQV��
EXW�DOVR�LWV�RQOLQH�SUHVHQFH�� 

 
~ 7KH�JOREDO�UHVWDXUDQW�LQGXVWU\�KDV�EHHQ�KLW�WR�D�VLPLODU�GHJUHH��2SHQ�7DEOH�UHSRUWV�UHVHUYDWLRQ�GDWD�IRU�LWV�QHWZRUN�

RI�SDUWQHUV��%\�0DUFK���WK�WKH\�KDG�ZLWQHVVHG�UHVHUYDWLRQ�VHDWLQJV�IDOO�����JOREDOO\��%\�PRQWK�HQG��WKDW�GHFOLQH�
URXQGHG�RXW�WR�������6LGH-QRWH��LI�\RX�DUH�VWLOO�ORRNLQJ�WR�GLQH�LQ�WKH�FRPSDQ\�RI�RWKHU�SHRSOH��LW�DSSHDUV�WKHUH�DUH�
VRPH�HVWDEOLVKPHQWV�JHQHUDWLQJ�WUDIILF�LQ�.HQWXFN\�DQG�WKH�0H[LFDQ�VWDWH�RI�-DOLVFR�� 

 
$OPRVW�HYHU\�EXVLQHVV�PRGHO�WKDW�UHTXLUHV�IRRW�WUDIILF�DQG�RU�IDFH-WR-IDFH�LQWHUDFWLRQ�WR�JHQHUDWH�UHYHQXHV�LV�EURNHQ�
XQWLO�VRFLDO�LVRODWLRQ�PHDVXUHV�HQG��7R�SXW�PDWWHUV�LQWR�SHUVSHFWLYH��WKH�LQGXVWULHV�GLUHFWO\�DIIHFWHG��KRWHOV�	�WRXULVP��
UHWDLO��UHVWDXUDQWV��HQWHUWDLQPHQW��DQG�WUDQVSRUWDWLRQ��DFFRXQW�IRU�URXJKO\�����RI�86�SD\UROOV�ZLWK�D�ZRUNIRUFH�RI�RYHU�
�����������SHRSOH��/LNHZLVH��WKHVH�VDPH�LQGXVWULHV�DFFRXQW�IRU�DOPRVW�����RI�86�*'3�DFFRUGLQJ�WR�-3�0RUJDQ��$QG�
WR�EH�FOHDU��WKH�HFRQRPLF�IDOORXW�ZRQ¶W�VWRS�WKHUH��+HUH�DUH�D�IHZ�IROORZ-RQ�HIIHFWV�� 
 
~ 6XSSOLHUV�WR�LQGXVWULHV�GLUHFWO\�DIIHFWHG�ZLOO�VHH�UHYHQXHV�FRQWUDFW�DQG�EH�IRUFHG�WR�WDNH�SUHFDXWLRQDU\�DFWLRQV��:H�

KDYH�DOUHDG\�ZLWQHVVHG�VHYHUDO�VXSSOLHUV�WR�WKH�DLUOLQH�DQG�DXWRPRELOH�VHFWRUV�VKXWWHU�SODQWV�DQG�IXUORXJK�ZRUNHUV�� 
 

~ &RQVXPHU� VSHQGLQJ�ZLOO� IDOO� DV� LQGLYLGXDOV�ZKR�KDYH� ORVW� WKHLU� LQFRPH�DQG�RU� DQWLFLSDWH� IXWXUH�GHFOLQHV� UDWFKHW�
EDFN�VSHQGLQJ��7KLV�LQ�WXUQ�ZLOO�QHJDWLYHO\�DIIHFW�WKH�EURDGHU�HFRQRP\�� 

 
~ 7KH�UHDO�HVWDWH�PDUNHWV�ZLOO�FRPH�XQGHU�SUHVVXUH�DV�FRUSRUDWLRQV�DQG�LQGLYLGXDOV�PLVV�OHDVH�SD\PHQWV���+RWHO�DQG�

UHWDLO�FHQWHUV�ZLOO�EH�KLW�KDUGHVW��EXW�HYHQ�³VDIHU´�UHDO�HVWDWH�VHFWRUV�VXFK�DV�DSDUWPHQW�FRPSOH[HV�ZLOO�EH�KLW��,Q�
IDFW��WKH�1DWLRQDO�0XOWLIDPLO\�+RXVLQJ�&RXQFLO�VDLG�RQO\�³����RI�UHQWLQJ�KRXVHKROGV�ZHUH�DEOH�WR�SD\�WKH�$SULO�
UHQW��GRZQ�IURP�����WKH�SULRU�PRQWK�´ 

 
~ 'HOLQTXHQFLHV� DQG� GHIDXOWV�ZLOO� LQFUHDVH� IRU� YDULRXV� IRUPV� RI� FRQVXPHU� DQG� FRUSRUDWH� GHEW� REOLJDWLRQV��$V�ZH�

ZULWH�WKLV�FRPPHQWDU\��QHZV�LV�FRPLQJ�DFURVV�WKH�WUDQVLW�WKDW�ERWK�:HOOV�)DUJR�DQG�-3�0RUJDQ�KDYH�VHW�DVLGH����
ELOOLRQ�DQG����ELOOLRQ��UHVSHFWLYHO\��IRU�IXWXUH�ORDQ�ORVVHV�� 

 
~ %DQNV�DQG�QRQ-EDQN�OHQGHUV�ZLOO�WLJKWHQ�OHQGLQJ�VWDQGDUGV�PDNLQJ�LW�KDUGHU�IRU�FRPSDQLHV�DQG�LQGLYLGXDOV�WR�RE�

WDLQ� FUHGLW�� -XVW� UHFHQWO\� -3�0RUJDQ�� WKH� FRXQWU\¶V� ODUJHVW� OHQGHU�� DQQRXQFHG� LW� LV� LQFUHDVLQJ�PLQLPXP� OHQGLQJ�
VWDQGDUGV�WR�UHTXLUH�DOO�KRPH�EX\HUV�WR�SRVW�DW�OHDVW�����GRZQ�DQG�KDYH�D�),&2�FUHGLW�VFRUH�RI�����RU�EHWWHU� 
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/LNH�ZH�VDLG�HDUOLHU��VRFLDO�LVRODWLRQ�HTXDWHV�WR�DQ�DOPRVW�FRPSOHWH�VWDQGVWLOO�LQ�FRPPHUFH��,W�LV�FULSSOLQJ��1RZKHUH�LV�
WKLV�PRUH�DSSDUHQW�WKDQ�LQ�OHDGLQJ�LQGLFDWRUV�RI�XQHPSOR\PHQW��2YHU�WKH�ODVW�IRXU�ZHHNV��URXJKO\������PLOOLRQ�LQGLYLG�
XDOV�KDYH�ILOHG�IRU�XQHPSOR\PHQW�EHQHILWV��7KLV�FRPSDUHV�WR�D�86�ODERU�IRUFH�RI�����PLOOLRQ�LQGLYLGXDOV��7KLV�LPSOLHV�
WKDW�VLQFH�0DUFK�����WKH�86�XQHPSOR\PHQW�UDWH�KDV�JURZQ�IURP������WR��������LWV�KLJKHVW�UHFRUGHG�OHYHO�VLQFH�WKH�
*UHDW�'HSUHVVLRQ�� 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
&RQWH[W�0DWWHUV 
 
%HIRUH�ZH�FDQ�SURFHHG�IXUWKHU��ZH�QHHG�WR�GLVFXVV�WKH�VWDWH�RI�ILQDQFLDO�PDUNHWV�EHIRUH�WKH�DUULYDO�RI�&29,'-����7KH�
EXVLQHVV�FOLPDWH�KDG�EHHQ�WUDQTXLO�IRU�RYHU�D�GHFDGH���7KH�8QLWHG�6WDWHV�ZDV�DPLGVW�WKH�ORQJHVW�H[SDQVLRQ�RQ�UHFRUG��
WKDQNV�LQ�SDUW�WR�DQ�HUD�RI�DEQRUPDOO\�ORZ�LQWHUHVW�UDWHV��6WRFNV�WUDGHG�QHDU�UHFRUG�YDOXDWLRQV�DQG�VR�GLG�ERQGV��$OWHU�
QDWLYH�IRUPV�RI�FDSLWDO��SURYLGHG�E\�SULYDWH�HTXLW\�DQG�YHQWXUH�FDSLWDO��IORXULVKHG��(YHU\WKLQJ�VHHPHG�URV\�IURP�WKH�
VWDQGSRLQW�RI�:DOO�6WUHHW��ZKLFK�LQ�RXU�H[SHULHQFH�LV�DOPRVW�DOZD\V�DQ�RPHQ�IRU�EDG�WKLQJV�WR�FRPH�� 
 
%URDGO\�VSHDNLQJ��RXU�ILQDQFLDO�V\VWHP�ZDV�HQFRXUDJLQJ�ZKDW�HFRQRPLVW�)�$��+D\HN�FDOOHG�PDOLQYHVWPHQW��L�H��LQYHVW�
PHQWV�WKDW�GRQ¶W�PDNH�VHQVH�XQOHVV�WKH�FRVW�RI�FUHGLW�LV�DUWLILFLDOO\�VXSSUHVVHG���7KLQN�QHJDWLYH�\LHOGLQJ�ERQGV��WKH�ULVH�
RI�:H:RUN��PDQ\�YHQWXUH�FDSLWDO�IXQGHG�VWDUWXSV��]RPELH�FRPSDQLHV��HWF��2YHU�WLPH�PDOLQYHVWPHQW�ZHDNHQV�WKH�IL�
QDQFLDO�V\VWHP��EXW�WKH�H[WHQW�RI�LWV�GDPDJH�LVQ¶W�H[SRVHG�XQWLO�D�QHJDWLYH�VKRFN�RFFXUV��7KH�FRQFHUQ�PRVW�UHOHYDQW�WR�
WRGD\¶V� GLVFXVVLRQ� LV� WKH�PDOLQYHVWPHQW� WKDW� KDV� WDNHQ� SODFH� LQ� WKH� QRQ-LQYHVWPHQW� JUDGH� FRUSRUDWH� FUHGLW�PDUNHWV��
ZKHUH�\HDUV�RI�FKHDS�DQG�DEXQGDQW�FUHGLW�KDYH�HQFRXUDJHG�H[FHVVLYH�IRUPV�RI�ULVN-WDNLQJ��:KDW�IROORZV�LV�WKH�EULHI�
V\QRSVLV� 
 
)LUVW��WKH�FRPSRVLWLRQ�RI�WKH�FRUSRUDWH�FUHGLW�PDUNHW�KDV�FKDQJHG��%HIRUH�WKH�ILQDQFLDO�FULVLV��EDQNV�GRPLQDWHG�WKH�FRU�
SRUDWH�OHQGLQJ�PDUNHWV��1RW�RQO\�ZHUH�WKHVH�EDQNV�UHJXODWHG��EXW�WKH\�RIWHQ�ZDUHKRXVHG�RU�FDUULHG�WKH�ULVN�RI�WKH�ORDQV�
WKH\�RULJLQDWHG��7RGD\�URXJKO\�����RI�OHYHUHG�ORDQV�DUH�RULJLQDWHG�E\�DOWHUQDWLYH�FDSLWDO�SURYLGHUV�WKDW�GRQ¶W�IDFH�WKH�
VDPH�UHJXODWRU\�VFUXWLQ\�DV�EDQNV��7KLQN�EXVLQHVV�GHYHORSPHQW�FRPSDQLHV�DQG�SULYDWH�FUHGLW�IXQGV��WKH�OHQGLQJ�VLGH�
RI�SULYDWH�HTXLW\��� 

,QLWLDO�8QHPSOR\PHQW�,QVXUDQFH�&ODLPV 

6RXUFH��%ORRPEHUJ 



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

  � 

 

6HFRQG��WKH�PDUNHWSODFH�IRU�ORDQV��DQG�ERQGV��KDV�JURZQ�KLJKO\�FRPSHWLWLYH��$�QHDU�GHFDGH�RI�HFRQRPLF�SHDFH�KDV�
OHG�WR�KLVWRULFDOO\�ORZ�GHIDXOW�UDWHV��$V�D�UHVXOW��LQFRPH�VWDUYHG�LQYHVWRUV�KDYH�SHUFHLYHG�WKHVH�KLJKHU�\LHOGLQJ�FUHGLW�
LQYHVWPHQWV�WR�EH�OHVV�ULVN\��6LQFH�������DVVHWV�XQGHU�PDQDJHPHQW�LQ�WKH�FUHGLW�VSKHUH�KDYH�JURZQ�IRXU-IROG��ZKLOH�WKH�
DPRXQW�RI�QRQ-LQYHVWPHQW�JUDGH�GHEW�RXWVWDQGLQJ�KDV�GRXEOHG��([FHVVLYH�FRPSHWLWLRQ�KDV�OHIW�OHQGHUV�ZLWK�OLWWOH�WR�QR�
EDUJDLQLQJ�SRZHU��/DVW�\HDU������RI�DOO�OHYHUHG�ORDQV�LVVXHG�ZHUH�FRYHQDQW-OLWH��PHDQLQJ�WKH\�ODFNHG�EDVLF�OHQGHU�SUR�
WHFWLRQV��$QG�ZKHQ�ERQG�FRYHQDQWV�GR�H[LVW��WKH\�KDYH�DEVXUG�SURYLVLRQV��VXFK�DV�OHWWLQJ�D�FRPSDQ\�LQIODWH�LWV�FDVK�
IORZV��(%,7'$��E\�IXWXUH�DQWLFLSDWHG�V\QHUJLHV�� 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
7KLUG��DEQRUPDOO\�ORZ�LQWHUHVW�UDWHV�KDYH��XQGHUVWDQGDEO\��HQFRXUDJHG�ERUURZLQJ��7KH�WRWDO�GHEW�RI�86�QRQILQDQFLDO�
EXVLQHVVHV�KDV�JURZQ�E\�DERXW����WULOOLRQ�VLQFH�������PRVWO\�WR�IXQG�VWRFN�EX\EDFNV�DQG�0	$�DFWLYLW\��7RWDO�FRUSR�
UDWH�GHEW�DV�D�SHUFHQWDJH�RI�*'3�VWDQGV�DURXQG������MXVW�SDVW�LWV�ILQDQFLDO�FULVLV�SHDN��:LWK�*'3�OHYHOV�VHW�WR�IDOO��ZH�
VKRXOG�HDVLO\�VHW�D�QHZ�OHYHUDJH�UHFRUG��7KH�XVH�RI�GHEW�KDV�EHHQ�PRVW�SURQRXQFHG�ZLWKLQ�WKH�SULYDWH�HTXLW\�DUHQD��
$FFRUGLQJ�WR�6	3�*OREDO��LQ�������WKH�DYHUDJH�SULYDWH�HTXLW\�EX\RXW�XWLOL]HG�DOPRVW�VL[�WXUQV�RI�GHEW�ILQDQFLQJ��D�OHY�
HO�RQO\�PDWFKHG�LQ��������$QG�NHHS�LQ�PLQG�WKRVH�OHYHUDJH�OHYHOV�DUH�XQGHUVWDWHG�GXH�WR�ULGLFXORXV�(%,7'$�DGGEDFNV�� 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
%HIRUH�&29,'-����WKH�DIRUHPHQWLRQHG�ZDUQLQJ�VLJQV�ZHUH�MXVW�WKDW��ZDUQLQJ�VLJQV��,QWHUHVW�FRYHUDJH�UDWLRV��L�H��FDVK�
IORZ�RYHU�LQWHUHVW�H[SHQVH��ZHUH�QHDU�DOO-WLPH�KLJKV�DW����[��DQG�WKH�FUHGLW�PDUNHWV�ZHUH�RSHQ��PDNLQJ�LW�HDV\�IRU�FRU�
SRUDWLRQV�WR�PDNH�SD\PHQWV�DQG�UHILQDQFH�PDWXULWLHV�DV�WKH\�FDPH�GXH��([SRVLQJ�WKH�OHYHOV�DQG�H[WHQW�RI�PDOLQYHVW�
PHQW�WKDW�KDV�RFFXUUHG�UHTXLUHG�DQ�HFRQRPLF�VKRFN�-�DQ�LQWHUUXSWLRQ�LQ�FDVK�IORZV��ZKLFK�&29,'-���VXSSOLHG�� 

$YHUDJH�$GMXVWPHQWV�WR�(%,7'$ 

6RXUFH��0DUDWKRQ��6	3�/&' 

0XOWLSOHV�	�&DSLWDOL]DWLRQ�RI�3ULYDWH�(TXLW\�/DUJH�%X\RXWV 

6RXUFH��0DUDWKRQ��6	3�/&' 
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7R�KHOS�SXW�PDWWHUV�LQWR�SHUVSHFWLYH��FRQVLGHU�WKH�IROORZLQJ��$W�\HDU-HQG�������WKHUH�ZHUH�����GLVWUHVVHG�LVVXHUV�ZLWK�
ERQGV�DFWLYHO\�WUDGLQJ�LQ�WKH�PDUNHWSODFH��,VVXHUV�ZKRVH�ERQGV�DUH�SULFHG�DW�D������-EDVLV�SRLQW�VSUHDG�WR�7UHDVXULHV��D�
VLJQ� WKDW� WKH�PDUNHWSODFH� LV� SULFLQJ� LQ� VRPH� IRUP�RI�GHIDXOW��%\�0DUFK� ��UG�� WKH� QXPEHU�RI�GLVWUHVVHG� LVVXHUV� KDG�
JURZQ�WR�����FRUSRUDWLRQV��DQ����-IROG�LQFUHDVH��VXUSDVVLQJ�UHFRUGV�VHW�GXULQJ� WKH�*UHDW�)LQDQFLDO�&ULVLV��$W�FXUUHQW�
OHYHOV��LW�LV�LPSOLHG�WKDW�RYHU�����RI�WKH�QRQ-LQYHVWPHQW�JUDGH�ERQG�PDUNHW�ZLOO�GHIDXOW�RQ�LWV�REOLJDWLRQV�� 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
(QWHU�WKH�)HGHUDO�5HVHUYH�DQG�&RQJUHVV 
 
3ROLF\PDNHUV�ZHUH�TXLFN�WR�UHFRJQL]H�WKDW�ILQDQFLDO�PDUNHWV��FRUSRUDWLRQV��DQG�LQGLYLGXDOV�ZHUH�LOO-HTXLSSHG�WR�ZHDWK�
HU�WKH�HQVXLQJ�UHFHVVLRQ��LI�QRW�HQVXLQJ�GHSUHVVLRQ��FDXVHG�E\�&29,'-��� 
 
7KH�)HGHUDO�5HVHUYH�ZDV�WKH�ILUVW�WR�DFW��2Q�0DUFK��UG��WKH�WDUJHW�)HGHUDO�)XQGV�UDWH�ZDV�FXW��������2Q�0DUFK���WK��
WKH�)HG�FDOOHG�DQ�HPHUJHQF\�PHHWLQJ�ZKHUH�WKH\�FXW�WKH�WDUJHW�UDWH�DQ�DGGLWLRQDO�������$W�WKDW�PHHWLQJ��WKH\�DOVR�DQ�
QRXQFHG������ELOOLRQ�LQ�TXDQWLWDWLYH�HDVLQJ��VSOLW�DFURVV�7UHDVXULHV�DQG�PRUWJDJH�ERQGV��DQG�HVWDEOLVKHG�YDULRXV�IDFLOL�
WLHV�WR�HQVXUH�WKH�SURSHU�IXQFWLRQ�RI�ILQDQFLDO�PDUNHWV��$V�WKH�PRQWK�SURJUHVVHG��VR�GLG�WKH�DOSKDEHW�VRXS�RI�SURJUDPV�� 
 
2Q�0DUFK���UG��WKH�)HG�ILUHG�LWV�ELJJHVW�ZHDSRQ�\HW��XQOLPLWHG�TXDQWLWDWLYH�HDVLQJ��DQG�D�EDFNVWRS�IRU�WKH�DLOLQJ�FUHGLW�
PDUNHW��7KH�FRUSRUDWH�FUHGLW�PDUNHW�EDFNVWRSV�FRQVLVWHG�RI� WKH�3ULPDU\�0DUNHW�&RUSRUDWH�&UHGLW�)DFLOLW\��30&&)��
DQG�WKH�6HFRQGDU\�0DUNHW�&RUSRUDWH�&UHGLW�)DFLOLW\��60&&)���ZKLFK�DOORZHG�WKH�1HZ�<RUN�)HG��LQ�FRQMXQFWLRQ�ZLWK�
WKH�86�7UHDVXU\��WR�OHQG�DQG�RU�SXUFKDVH�XS�WR������ELOOLRQ�LQ�FRUSRUDWH�FUHGLW��7KHVH�IDFLOLWLHV�ZHUH�D�GLUHFW�DFNQRZO�
HGJHPHQW�WKDW�WKH�FRUSRUDWH�FUHGLW�PDUNHWV�ZHUH�EURNHQ�DQG�ZLWKRXW�DPSOH�OLTXLGLW\�ZRXOG�ZLWQHVV�D�ZDYH�RI�FRUSR�
UDWH�GHIDXOWV��6LPLODUO\��WKH\�HVWDEOLVKHG�D�³0DLQ�6WUHHW´�OHQGLQJ�SURJUDP�WKDW�ZRXOG�KHOS�SURYLGH�XS�WR������ELOOLRQ�LQ�
GLUHFW�ORDQV�WR�VPDOO�DQG�PHGLXP�VL]HG�EXVLQHVVHV��$V�YHWHUDQ�:DOO�6WUHHW�-RXUQDO�UHSRUWHU�1LFN�7LPLDURV�VDLG��LW�ZDV�
³3RZHOO¶V�ZKDWHYHU-LW-WDNHV�PRPHQW�´ 
 
 

��&RQWLQXHG�RQ�)ROORZLQJ�3DJH�! 

1XPEHU�RI�,VVXHUV�ZLWK�'LVWUHVVHG�%RQGV 

6RXUFH��%ORRPEHUJ 
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1RW�WR�EH�RXWGRQH��RQ�0DUFK���WK�WKH�7UXPS�DGPLQLVWUDWLRQ�VLJQHG�LQWR�ODZ�&RQJUHVV¶V����WULOOLRQ�HFRQRPLF�VWLPXOXV�
SDFNDJH�FRLQHG�WKH�&$5(6�$FW��6RPH�RI�WKH�$FW¶V�NH\�FRPSRQHQWV�LQFOXGH������'LUHFW�FDVK�SD\PHQWV�WR�VHOHFW�86�
KRXVHKROGV������([SDQGHG�XQHPSOR\PHQW�LQVXUDQFH�����������ELOOLRQ�LQ�IRUJLYDEOH�ORDQV�JXDUDQWHHG�E\�WKH�6PDOO�%XVL�
QHVV�$GPLQLVWUDWLRQ�IRU�WKH�SXUSRVH�RI�IXQGLQJ�SD\UROO��UHQW��DQG�RWKHU�H[SHQVHV������7D[�FUHGLWV�DQG�GHIHUUDOV�IRU�LQGL�
YLGXDOV�DQG�FRUSRUDWLRQV��DQG�����a������ELOOLRQ�LQ�IXQGLQJ�IRU�VSHFLDO�SXUSRVH�YHKLFOHV�WKDW�WKH�)HGHUDO�5HVHUYH�FDQ�
OHYHUDJH����[��DQG�XVH�WR�EDFNVWRS�FUHGLW�PDUNHWV��VHH�WKH�30&&)��60&&)��DQG�PDQ\�RWKHU�IDFLOLWLHV���)RU�SHUVSHF�
WLYH��WKLV�OHYHO�RI�ILVFDO�VWLPXOXV�LV�PRUH�WKDQ�WKUHHIROG�ZKDW�ZH�ZLWQHVVHG�GXULQJ�WKH�JOREDO�ILQDQFLDO�FULVLV�� 
 
 
 

:HHNO\�&KDQJH����ELOOLRQV��LQ�7UHDVXU\�6HFXULWLHV�+HOG�2XWULJKW�E\�WKH�)HGHUDO�5HVHUYH 
7RGD\�WKH�)HGHUDO�5HVHUYH�LV�EX\LQJ�URXJKO\�����ELOOLRQ�LQ�7UHDVXU\�VHFXULWLHV�SHU�GD\��7KLV�

FRPSDUHV�WR�D�SHDN�RI�RQO\������ELOOLRQ�SHU�PRQWK�IROORZLQJ�WKH�ILQDQFLDO�FULVLV� 

6RXUFH��:DOO�6WUHHW�-RXUQDO��'HXWVFKH�%DQN 
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:KDW�ZH�DUH�REVHUYLQJ�LV�VLPSO\�XQSUHFHGHQWHG��7KHUH�LV�QR�KLVWRULFDO�URDG�PDS�RU�DQDORJ�WKDW�LQYHVWRUV�FDQ�UHIHUHQFH��
:H�DUH�HQFRXUDJHG�E\�KRZ�TXLFNO\�SROLF\PDNHUV�KDYH�UDOOLHG�WR�WKH�RFFDVLRQ��EXW�ZH�PXVW�DOVR�DFNQRZOHGJH�WKH�XQ�
FHUWDLQWLHV�WKDW�OLH�DKHDG��� 
 
*HWWLQJ�&RPIRUWDEOH�ZLWK�(TXLWLHV�DQG�&UHGLW 
 
:H�GR�QRW�NQRZ�KRZ�ORQJ�VRFLDO�LVRODWLRQ�PHDVXUHV�ZLOO�ODVW��:H�FDQQRW�IRUHWHOO�WKH�GXUDWLRQ�RU�GHSWK�RI�WKLV�UHFHV�
VLRQ��:H�FDQQRW�SUHGLFW�WKH�ORQJ-WHUP�HIILFDF\�RI�WKH�VWHSV�WDNHQ�E\�WKH�)HGHUDO�5HVHUYH�RU�WKH�&$5(6�$FW��1R�RQH�
FDQ�DQVZHU�WKHVH�TXHVWLRQV�ZLWK�DQ\�KRSH�RI�SUHFLVLRQ��7KH�RQO\�WKLQJ�ZH�FDQ�VD\�LV�WKDW�RSSRUWXQLWLHV�WR�EX\�DVVHWV�RQ�
DQ� DWWUDFWLYH� ULVN-DGMXVWHG�EDVLV� DUH� HPHUJLQJ��:H�GRQ¶W� NQRZ�ZKHWKHU� WKH� RSSRUWXQLW\� VHW�ZLOO� JHW� EHWWHU� RU�ZRUVH�
IURP�KHUH��EXW�ZH�GR�NQRZ�WKH�LQYHVWPHQW�FOLPDWH�LV�PRUH�DWWUDFWLYH�WRGD\�WKDQ�LW�ZDV�ZKHQ�WKH�\HDU�EHJDQ���� 
 
7R�PRVW�WKDW�ZLOO�VRXQG�FRXQWHULQWXLWLYH��LI�QRW�FUD]\��EXW�ZH�ZRXOG�DUJXH�WKH�UHODWLYH�DWWUDFWLYHQHVV�RI�HTXLW\�PDUNHWV�
KDV�JURZQ�HYHQ�WKRXJK�ZH�DUH�VWDULQJ�GRZQ�D�UHFHVVLRQ��SRVVLEO\�D�GHSUHVVLRQ��RI�XQNQRZQ�PDJQLWXGH��2XU�UDWLRQDOH�
XOWLPDWHO\�FRPHV�GRZQ�WR�FDVK�IORZV�DQG�WKH�DSSURSULDWH�ZD\�WR�YDOXH�WKHP��/DVW�\HDU��WKH�6	3�����JHQHUDWHG������LQ�
RSHUDWLQJ�HDUQLQJV��$W�WKH�PDUNHW¶V�SHDN��RQ�)HEUXDU\���WK��WKH�6	3�����WUDGHG�DW�����[�WUDLOLQJ�HDUQLQJV��%\�TXDUWHU-
HQG��WKH�PDUNHW�KDG�IDOOHQ��������SXWWLQJ�WKH�6	3�����DW�RQO\�����[�WUDLOLQJ�HDUQLQJV��1RZ�KHUH�LV�WKH�TXHVWLRQ�ZH�
ZRXOG�SRVH�WR�\RX��:RXOG�\RX�UDWKHU�SD\�����[�IRU�D�VWDEOH�FDVK�IORZ�VWUHDP�RU�����[�IRU�RQH�WKDW�LV�DERXW�WR�H[SHUL�
HQFH�D�PDMRU�DOEHLW�WHPSRUDU\�VSHHG�EXPS"� 
 
:H�IDOO�LQWR�WKH�VHFRQG�FDPS�DQG�KHUH�LV�DQ�H[DPSOH�WR�LOOXVWUDWH�ZK\��6XSSRVH�\RX�DUH�JLYHQ�WKH�RSSRUWXQLW\�WR�EX\�
DQ�DQQXLW\�WKDW�SD\V����SHU�DQQXP�LQWR�HWHUQLW\��,I�ZH�SD\�����[�IRU�WKLV�DQQXLW\�ZH�ZLOO�JHQHUDWH�D������DQQXDO�UDWH-
RI-UHWXUQ��1RZ�OHW¶V�PDNH�WKDW�VDPH�H[DPSOH�UHOHYDQW�WR�WRGD\¶V�VLWXDWLRQ��6XSSRVH�ZH�FDQ�EX\�WKH�VDPH�DQQXLW\�IRU�
RQO\�����[��EXW�LQ�WKH�DQQXLW\¶V�LQLWLDO�\HDUV�WKH�SD\PHQW�ZLOO�EH�ORZHU��,I�\RX�GR�WKH�PDWK�\RX�ZLOO�ILQG�WKDW�HYHQ�LI�WKH�
ILUVW�\HDU¶V�SD\PHQW�LV�]HUR��\RX�FRPH�RXW�DKHDG��,Q�IDFW��LI�\RX�RQO\�SD\�����[�\RX�FDQ�DIIRUG�WR�PLVV�WKH�ILUVW�ILYH�
\HDUV�RI�DQQXLW\�SD\PHQWV�DQG�VWLOO� FRPH�RXW�DKHDG�RI� WKH� LQGLYLGXDO�ZKR�SDLG�D�SUHPLXP�IRU� WKH� VWDEOH�FDVK� IORZ�
VWUHDP�� 

 
,QYHVWRUV�VKRXOG�QRW�IRUJHW�WKDW�LQ�WKH�ORQJ-UXQ��PDUNHWV�DUH�YDOXHG�RII�RI�WKHLU�QRUPDOL]HG�HDUQLQJV�SRZHU��5DWLRQDO�
EXVLQHVV� RZQHUV� FDUH� DERXW� KRZ� PXFK� LQ� HDUQLQJV� WKHLU� EXVLQHVV� FDQ� JHQHUDWH� RYHU� LWV� OLIHWLPH�� %\� DOO� DFFRXQWV��
&29,'-���ZLOO�SRVH�D�PDMRU�VSHHG�EXPS�IRU� WKHVH�HDUQLQJV��EXW� WKH�EXPS�VKRXOG�SURYH�HSKHPHUDO�� ,W�ZRQ¶W�EH� LQ�
�����DQG�LW�PLJKW�QRW�EH�LQ������RU�HYHQ�������EXW�HYHQWXDOO\�FRUSRUDWH�HDUQLQJV�ZLOO�UHWXUQ�DQG�VXUSDVV�ODVW�\HDU¶V�
OHYHOV�� 

5HDOL]HG�6	3�����2SHUDWLQJ�(DUQLQJV�YV��7UHQG�(DUQLQJV 

6RXUFH��$QQDQGDOH��6	3� 
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7KH�VDPH�FDVH�FDQ�EH�PDGH�IRU�WKH�FUHGLW�PDUNHWV��QDPHO\�LQYHVWPHQW-JUDGH�DQG�KLJK-\LHOG�FRUSRUDWH�ERQGV��DQ�DUHD�RI�
WKH�ERQG�PDUNHW�ZH�KDYH�DYRLGHG�IRU�DOPRVW�WZR�\HDUV��:H�ZRQ¶W� UHKDVK�DOO� WKH�UHDVRQV�ZK\��EHFDXVH�ZH�RXWOLQHG�
PDQ\�RI�WKHP�LQ�RXU�HDUOLHU�GLVFXVVLRQ�RI�QRQ-LQYHVWPHQW�JUDGH�FUHGLW��,QVWHDG�ZH�ZLOO�OHW�WKH�FKDUW�EHORZ�GR�WKH�WDON�
LQJ�IRU�XV��%HIRUH�&29,'-���KLW��LQYHVWPHQW�JUDGH�FRUSRUDWH�ERQGV�SDLG�D������SUHPLXP�WR�HTXLYDOHQW�7UHDVXULHV�DQG�
QRQ-LQYHVWPHQW�JUDGH�ERQGV�������$W�WKHVH�OHYHOV��LQYHVWRUV�FRXOG�DIIRUG�RQO\�PLQLPDO�FRUSRUDWH�GHIDXOWV��\HW�OHYHU�
DJH�PXOWLSOHV�DQG�OHQGLQJ�VWDQGDUGV�ZHUH�DW�VRPH�RI�WKH�ZRUVW�OHYHOV�LQ�KLVWRU\�� 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

%\�WKH�HQG�RI�WKH�0DUFK�VHOO-RII��PDQ\�RI�RXU�FRQFHUQV�KDG�EHHQ�SULFHG�LQWR�WKH�PDUNHW��$W�TXDUWHU-HQG��LQYHVWPHQW�
JUDGH�FRUSRUDWH�ERQGV�SDLG�DQ�DGGLWLRQDO������RYHU�HTXLYDOHQW�7UHDVXULHV�DQG�ULVNLHU�KLJK�\LHOG�ERQGV�������,Q�RWKHU�
ZRUGV��PDUNHW�SDUWLFLSDQWV�KDG�TXLFNO\�SULFHG�LQ�D�ZDYH�RI�GHIDXOWV�DQG�FUHGLW�GRZQJUDGHV�PDNLQJ�WKLV�DVVHW�FODVV�OHVV�
ULVN\�WKDQ�LW�SUHYLRXVO\�ZDV��,Q�IDFW��IURP�FXUUHQW�OHYHOV�KLJK-\LHOG�FUHGLW��WKH�ULVNLHVW�VHJPHQW�RI�WKH�PDUNHW��KDV�QHYHU�
JHQHUDWHG�D�QHJDWLYH��-\HDU�UHWXUQ�� 

 
 

,QYHVWPHQW-*UDGH��%OXH��	�+LJK-<LHOG��5HG��6SUHDGV 

6RXUFH��)HGHUDO�5HVHUYH 

6RXUFH��0DUDWKRQ 

)XWXUH�+LJK-<LHOG�5HWXUQV���-<HDU�&XPXODWLYH��*LYHQ�6WDUWLQJ�6SUHDG�/HYHO��7RGD\� �����ESV�� 
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:H�DUH�FDUHIXO�WR�QRWH�WKDW�HTXLWLHV�DQG�FUHGLW�PDUNHWV�LQFUHDVHG�LQ�³UHODWLYH´�YDOXH��,Q�RWKHU�ZRUGV��WKH�ORQJ-WHUP�UH�
WXUQ�SURVSHFWV�WRGD\�DUH�EHWWHU�WKDQ�WKH\�ZHUH�D�PRQWK�DJR�RU�HYHQ�D�\HDU�DJR��$GGLWLRQDOO\��WKHLU�UHWXUQ�SURVSHFWV�UHOD�
WLYH�WR�VDIHU�DVVHW�FODVVHV��OLNH�86�7UHDVXULHV��KDYH�LQFUHDVHG��2XU�ODQJXDJH�ZRXOG�EH�HYHQ�PRUH�FRQVWUXFWLYH�DERXW�
HDFK�RI�WKHVH�RSSRUWXQLW\�VHWV��EXW�WKH�)HGHUDO�5HVHUYH¶V�DQQRXQFHG�TXDQWLWDWLYH�HDVLQJ�SURJUDP�DQG�FRUSRUDWH�FUHGLW�
IDFLOLWLHV��30&&)�	�60&&)��TXLFNO\�SXW�D�ELG�XQGHU�WKHVH�DVVHWV��)RU�WKH�WLPH�EHLQJ��WKH�)HGHUDO�5HVHUYH¶V�LQWHUYHQ�
WLRQV�VHHP�WR�KDYH�UHVWRUHG�OLTXLGLW\�DQG�EURXJKW�RUGHU�LQ�WKH�PDUNHWSODFHV��$V�D�UHVXOW��ZH�SODQ�WR�SDWLHQWO\�WDNH�DG�
YDQWDJH�RI�RSSRUWXQLWLHV�ZKHUH�ZH� VHH� D� ILW� LQ�ERWK� WKH� HTXLW\� DQG�EURDGHU� FRUSRUDWH� FUHGLW�PDUNHWV�� DV�RSSRVHG� WR�
MXPSLQJ�DOO�LQ��� 
 
7KH�RQH�RSSRUWXQLW\�WKDW�VHHPV�REYLRXV�WR�XV�LV�LQ�WKH�PDUNHW�IRU�GLVWUHVVHG�GHEW��(DUOLHU�LQ�RXU�FRQYHUVDWLRQ�ZH�QRWHG�
WKH�QXPEHU�RI�GLVWUHVVHG�LVVXHUV��L�H��FRUSRUDWLRQV�ZLWK�GLVWUHVVHG�ERQGV��KDG�LQFUHDVHG����-IROG�IURP�WKH�HQG�RI������
WR�WKH�PDUNHW�QDGLU�RQ�0DUFK���UG��7KLV�ILJXUH�KDV�IDOOHQ�VLQFH�WKH�DQQRXQFHPHQW�RI�WKH�&$5(6�$FW�DQG�WKH�)HGHUDO�
5HVHUYH¶V�LQWHUYHQWLRQ��EXW�QRW�E\�PXFK��7KH�SULQFLSDO�UHDVRQ�ZK\�LV�WKH�)HGHUDO�5HVHUYH¶V�FRUSRUDWH�EDFNVWRS�SUR�
JUDPV�ZHUH�OLPLWHG�WR�FRPSDQLHV�WKDW�KHOG�LQYHVWPHQW�JUDGH�FUHGLW�UDWLQJV�DV�RI������������$V�D�UHVXOW��D�ODUJH�VZDWK�
RI�WKH�FRUSRUDWH�ERQG�PDUNHW�LV�LQHOLJLEOH�IRU�WKH�)HG¶V�SURJUDPV��%\�RXU�FDOFXODWLRQV��WKH�WDUJHW�RSSRUWXQLW\�VHW��ZLWK�
LQ�WKH�86��DPRXQWV�WR�URXJKO\������WULOOLRQ�LQ�KLJK-\LHOG�ERQGV�������WULOOLRQ�LQ�OHYHUHG�ORDQV��DQG�DQ�XQNQRZQ�DPRXQW�
RI�SULYDWHO\�RULJLQDWHG�PLGGOH-PDUNHW�ORDQV�ZKRVH�IDWH�ZLOO�EH�OHIW�WR�WKH�PDUNHWV��5RXJKO\�RQH-WKLUG�RI�WKRVH�ERQGV�
DQG�ORDQV�WUDGH�DW�KLJKO\�GLVWUHVVHG�SULFHV��OHVV�WKDQ����FHQWV�RQ�WKH�GROODU���7R�WKDW�HQG��ZH�DUH�EXV\�LGHQWLI\LQJ�LQGL�
YLGXDOV�ZLWK�ERWK�FUHGLW�DQG�UHVWUXFWXULQJ�H[SHUWLVH�ZKR�FDQ�XVH� WKH�FXUUHQW�PDUNHW�GLVORFDWLRQ� WR�HLWKHU�EX\�GHHSO\�
GLVFRXQWHG�ERQGV�WKDW�ZLOO�UHFRYHU�DQG�RU�XVH�WKH�EDQNUXSWF\�SURFHVV�WR�UHFUHDWH�TXDOLW\�DVVHWV�DW�H[WUHPHO\�FRPSHOOLQJ�
YDOXDWLRQV��:H�KDYH�DOUHDG\�]HURHG�LQ�RQ�D�SULYDWH�RSSRUWXQLW\�ZLWKLQ�WKH�HQHUJ\�VHFWRU�DQG�DUH�H[DPLQLQJ�WKUHH�DGGL�
WLRQDO�SULYDWH�LQYHVWPHQWV�WKDW�KDYH�EURDGHU�PDQGDWHV�WR�WDNH�DGYDQWDJH�RI�WKLV�GLVORFDWLRQ�LQ�WKH�FUHGLW�PDUNHWV��� 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2XU�1HZ�6RXUFH�RI�&RQFHUQ 
 
:KHQ������EHJDQ��RXU�VLQJOH�ELJJHVW�IL[HG�LQFRPH�KROGLQJ�ZDV�86�7UHDVXULHV��7R�XV��LW�PDGH�OLWWOH�VHQVH�WR�UHDFK�RXW�
RQ�WKH�ULVN�VSHFWUXP�ZKHQ�RWKHU�IL[HG�LQFRPH�VHFWRUV�RIIHUHG�OLWWOH�LQ�WKH�ZD\�RI�LQFUHPHQWDO�UHWXUQ��2XU�YLHZ�WRZDUGV�
7UHDVXULHV�WRGD\�FRXOG�QRW�EH�PRUH�GLIIHUHQW��$V�\RX�FDQ�VHH�LQ�WKH�FKDUW�EHORZ��IURP�WKH�PDUNHW¶V�SUH-&29,'�SHDN�
RQ� ����������� 7UHDVXU\� \LHOGV� KDYH� IDOOHQ� SUHFLSLWRXVO\�� 7ZR-\HDU� 7UHDVXULHV� DUH� SULFHG� WR� \LHOG� ����� DQG� ��-\HDU�
7UHDVXULHV�D�SDOWU\�������)RU�WKHVH�ERQGV�WR�JHQHUDWH�DQ�DFFHSWDEOH�UDWH-RI-UHWXUQ�UHTXLUHV�D�EHW�RQ�QHJDWLYH�LQWHUHVW�
UDWHV��ZKLFK�ZH�GR�QRW�IHHO�FRPIRUWDEOH�PDNLQJ��� 

/RZHU�5DWHG�'HEW�+DV�1RW�5DOOLHG 

6RXUFH��0DUDWKRQ 
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,Q�WKH�PHDQWLPH��ZH�FDQQRW�KHOS�EXW�ZRQGHU�DW�ZKDW�SRLQW�WKH�FRPELQDWLRQ�RI�PRQH\�SULQWLQJ�DQG�GHILFLW�VSHQGLQJ�ZLOO�
PDWWHU"�7KH�8QLWHG�6WDWHV�VLWV�LQ�WKH�HQYLRXV�SRVLWLRQ�RI�KROGLQJ�WKH�ZRUOG¶V�UHVHUYH�FXUUHQF\��6DLG�DQRWKHU�ZD\��FRXQ�
WULHV�DURXQG�WKH�ZRUOG�SHUFHLYH�RXU�HFRQRP\�WR�EH�WKH�VDIHVW�DQG�VWURQJHVW��DQG�IRU�WKRVH�UHDVRQV��IRUHLJQ�JRYHUQPHQWV�
KROG�UHVHUYHV�RI�RXU�FXUUHQF\��7KH�86�GROODU�LV�WR�WKH�ZRUOG�ZKDW�JROG�DQG�VLOYHU�ZHUH�LQ�WKH�WLPHV�RI�PHUFDQWLOLVP���
:KDW�JLYHV�RXU�FXUUHQF\�YDOXH�LV�QRWKLQJ�WDQJLEOH��EXW�UDWKHU�WKH�IDLWK�RWKHUV�KDYH�LQ�RXU�JRYHUQPHQW�DQG�HFRQRP\�� 
 
%HIRUH�WKH�DGYHQW�RI�&29,'-����GHILFLW�VSHQGLQJ�ZDV�UDPSDQW�LQ�RXU�FRXQWU\��)XUWKHUPRUH��LGHDV�OLNH�0RGHUQ�0RQH�
WDU\�7KHRU\��007��KDG�EHHQ�JDLQLQJ�DFFHSWDQFH��007�HVSRXVHV�WKDW� WKH�JRYHUQPHQW�FDQ�GHILFLW�VSHQG�DQG�XVH�LWV�
RZQ�SULQWLQJ�SUHVV�WR�ILQDQFH�WKDW�VSHQGLQJ��7KH�UHFHQWO\�SDVVHG�&$5(6�$FW�DQG�DFWLRQV�XQGHUWDNHQ�E\�WKH�)HGHUDO�
5HVHUYH�KDYH�WXUQHG�WKHVH�WKHRULHV�LQWR�D�UHDOLW\��:KLOH�ZH�XQGHUVWDQG�GHVSHUDWH�WLPHV�FDOO�IRU�GHVSHUDWH�PHDVXUHV��ZH�
GR�ZRUU\�DERXW�WKH�ORQJ-WHUP�HIIHFWV�RI�XQEULGOHG�PRQH\�SULQWLQJ�DQG�GHILFLW�VSHQGLQJ��*LYHQ�WKHVH�FRQFHUQV�ZH�SODQ�
WR�JUDGXDOO\�XQZLQG�RXU�7UHDVXU\�KROGLQJV�DQG�UHGHSOR\� WKH�SURFHHGV� LQWR�RWKHU�DUHDV�RI� WKH�IL[HG�LQFRPH�PDUNHWV��
RIIHULQJ�PRUH�DWWUDFWLYH�ULVN-DGMXVWHG�\LHOGV� 

&KDQJH�LQ�7UHDVXU\�<LHOG�&XUYH 

6RXUFH��%ORRPEHUJ� 

6RXUFH��%ORRPEHUJ� 

)HGHUDO�%XGJHW�'HILFLW�DV�D���RI�*'3 



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

  �� 

 

&RQFOXVLRQ 
 
%HIRUH�ZH�SDUW�ZD\V��ZH�ZDQWHG�WR�WDNH�D�PRPHQW�DQG�VD\�WKDQN�\RX��$V�D�FOLHQW�EDVH��\RX�KDYH�KDQGOHG�WKH�YRODWLOLW\�
RI�WKH�ODVW�PRQWK�ZLWK�SRLVH��:H�ZRXOG�HYHQ�YHQWXUH�WR�JXHVV�WKDW�PRUH�FOLHQWV�KDYH�FDOOHG�LQ�DVNLQJ�DERXW�SURVSHFWLYH�
RSSRUWXQLWLHV�WKDQ�KDYH�ORRNLQJ�IRU�DVVXUDQFH��,QYHVWLQJ�GXULQJ�WLPHV�RI�XQFHUWDLQW\�LV�GLIILFXOW��DQG�LW�UHTXLUHV�REMHF�
WLYH�XQHPRWLRQDO�GHFLVLRQ-PDNLQJ��$VVHWV�DUH�W\SLFDOO\�DW�WKHLU�PRVW�DWWUDFWLYH�OHYHOV�ZKHQ�LW�LV�KDUGHVW�WR�EX\��1DYL�
JDWLQJ�WKHVH�PDUNHWV�DQG�SRSXODWLQJ�D�SRUWIROLR�SRLVHG�WR�JHQHUDWH�DWWUDFWLYH�UHWXUQV�RQ�WKH�RWKHU�VLGH�LV�H[DFWO\�ZK\�
\RX�KDYH�KLUHG�XV��:H�ORRN�IRUZDUG�WR�IXOILOOLQJ�RXU�PLVVLRQ�DQG�NQRZ�LW�ZLOO�EH�HDVLHU�WR�DFFRPSOLVK�JLYHQ�\RXU�IRUWL�
WXGH�� 
 
7KDQNV�IRU�WKH�WUXVW�\RX�SODFH�LQ�XV�WR�VWHZDUG�DQG�JURZ�\RXU�FDSLWDO��:H�ORRN�IRUZDUG�WR�UHSRUWLQJ�EDFN�WR�\RX�QH[W�
TXDUWHU� 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
,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�� 


