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x *OREDO�JURZWK�FRQYHUJLQJ�WRZDUGV�WUHQG ² VORZGRZQ�WR�SHUVLVW�LQ�������EXW�
86�JURZWK�VKRXOG�RXWSHUIRUP�(XURSH�DQG�-DSDQ��

x &HQWUDO�EDQN�SROLF\�WR�UHPDLQ�HDV\ ² WKH�URRP�IRU�IXUWKHU�HDVLQJ�ORRNV�OLPLWHG�
LQ�(XURSH�DQG�-DSDQ� EXW�WKHUH�LV�PRUH�VFRSH�LQ�WKH�86�DQG�&KLQD�LI�QHHGHG�

x )LVFDO� SROLF\� FRXOG� EH� D� JDPH� FKDQJHU ² 86� DQG� &KLQHVH� SROLFLHV� DUH�
DOUHDG\�H[SDQVLRQDU\��EXW�WKH�KXUGOHV�IRU�(XURSHDQ�ILVFDO�VWLPXOXV DUH�KLJK�

.(<�7+(0(6�	�5,6.6
x ¶)UDJLOH�JROGLORFNV·�KROGV�² GDWD�DUH VWDELOLVLQJ��FHQWUDO�EDQN SROLF\� LV� ORRVH��

DQG�VKRUW�WHUP�GH�JOREDOLVDWLRQ�G\QDPLFV�DUH�VXSSRUWLQJ�ULVN\�DVVHWV�
x %HZDUH WKH�ULVNV ² DIWHU�D�VWURQJ�������RXU�EDVH�FDVH�LV�YXOQHUDEOH�WR�D�PRUH�

HQWUHQFKHG�µV\QFKURQLVHG�VORZGRZQ¶�RU�D�VXVWDLQHG�µUHIODWLRQ¶�HQYLURQPHQW��
x )L[HG�LQFRPH�LV�PRVW�DW�ULVN�² ZH�VHH�IL[HG�LQFRPH�PDUNHWV�DV�EHLQJ�PRVW�DW�

ULVN�IURP�D�VXVWDLQHG�PRYH�WR�UHIODWLRQ��

$66(7�$//2&$7,21
x 0RGXV�RSHUDQGL��QLPEOH�	�GLYHUVLI\LQJ�² VWUDWHJLF�ULVN�UHZDUG�LV�XQDWWUDFWLYH�

DV� RXU� EDVH� FDVH� LV� DOVR� YXOQHUDEOH� WR� WDLO� ULVNV�HQG�F\FOH� G\QDPLFV��:H� VHH�
PHULW�LQ�D�QLPEOH�DSSURDFK�DQG�LQ�EXLOGLQJ�UREXVW�SRUWIROLRV�GLYHUVLI\LQJ�

x 2YHUZHLJKW� HTXLWLHV� ² LQ� WKH� ODWHVW� GLS� ZH� DGGHG� RYHUZHLJKW� SRVLWLRQV� LQ�
HTXLWLHV�DJDLQ��DQG�DLP�WR�UHPDLQ�QLPEOH�

x 8QGHUZHLJKW�FRUH�(08�GXUDWLRQ�² ZH�DLP�WR�EH�QLPEOH�DQG�KDYH�UHGXFHG�RXU�
VKRUW�H[SRVXUH�JLYHQ�\LHOG�PRYHV��%XW�ULVNV�IURP�UHIODWLRQ�UHPDLQ�ODUJH�IRU�UDWHV�

x 6HDUFK�IRU�\LHOG�² ZH�VWLOO�EHOLHYH�LQ�VHDUFKLQJ�IRU�\LHOG��:H�DUH�PDLQWDLQLQJ�D�
KLJK�FDUU\�(0�H[WHUQDO�GHEW�SRVLWLRQ�DQG�DQ (08�5(,7V�WUDGH�

1RWH��WKHUH�ZLOO�EH�QR�0$46�$VVHW�$OORFDWLRQ�SXEOLFDWLRQ�LQ�HDUO\�-DQXDU\

)LJXUH����¶)UDJLOH�JROGLORFNV·�	�NH\�ULVN�VFHQDULRV

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

0D[LPLOLDQ�02/'$6&+/
6HQLRU�0XOWL�$VVHW�6WUDWHJLVW��0$46

PD[LPLOLDQ�PROGDVFKO#EQSSDULEDV�FRP
����������������

*XLOOHUPR�)(/,&(6
+HDG�RI�5HVHDUFK�DQG�6WUDWHJ\��0$46

JXLOOHUPR�IHOLFHV#EQSSDULEDV�FRP
����������������

)25�352)(66,21$/�,19(67256�± ��'HFHPEHU�����

$66(7�$//2&$7,21�287/22.
%133 $0�± 0XOWL�$VVHW��4XDQWLWDWLYH�DQG�6ROXWLRQV��0$46�
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/22.,1*�$+($'�72�����
����� WXUQHG� RXW� WR� EH� YHU\� GLIIHUHQW� WR� ZKDW� PRVW� PDUNHW�
SDUWLFLSDQWV KDG�H[SHFWHG�DW�WKH�WXUQ�RI�WKH�\HDU��7KLV�WLPH�ODVW�
\HDU��ZHDNHQLQJ�GDWD��HVFDODWLQJ� WHQVLRQ�EHWZHHQ� WKH�86�DQG�
&KLQD DQG� D� VHHPLQJO\� DJQRVWLF� )HGHUDO� 5HVHUYH
RYHUWLJKWHQLQJ�86�PRQHWDU\�SROLF\�FDXVHG�D�ODUJH�FRUUHFWLRQ�WR�
ULVN DVVHWV�LQ�4������ DQG�LQGHHG�OHIW������IXOO�\HDU�UHWXUQV�LQ�
WKH�UHG�IRU�HTXLWLHV��FUHGLW�DQG�FRPPRGLW\�PDUNHWV�

5HWXUQV�VR�IDU�LQ������KDYH�VZXQJ�LQ�WKH�RWKHU�GLUHFWLRQ��PRVW�
PDMRU� DVVHWV� DUH� LQ� SRVLWLYH� WHUULWRU\� �)LJXUH� ���� 6XFK� FURVV�
DVVHW� SRVLWLYLW\� FDQ� EH� HDVLO\� VXPPDULVHG� LQ� RQH� FRPPRQ�
WKHPH�� D� FHQWUDO� EDQN HQJLQHHUHG� JROGLORFNV HQYLURQPHQW��
,QGHHG�� WKH� )HG¶V µSLYRW¶� HDUO\� WKLV� \HDU� DQG� WKH� VXEVHTXHQW�
HDVLQJ RI� 86� PRQHWDU\� SROLF\�� WRJHWKHU� ZLWK� GRYLVK� WXUQV� E\�
RWKHU� OHDGLQJ� FHQWUDO� EDQNV�� KDV� GULYHQ� D� VWURQJ� ELG� IRU� ULVN\�
DVVHWV�DQG�VDIH�KDYHQV�DOLNH�

7KDW�VDLG��IODUH�XSV�RQ�WKH�JHRSROLWLFDO�IURQW�± QRWDEO\�FRQWLQXHG�
6LQR�86�WHQVLRQ�± WKUHZ�D�VSDQQHU�LQ�WKH�ZRUNV�VHYHUDO�WLPHV��
PDNLQJ������D�µWUDGHU¶V�\HDU¶�UDWKHU�WKDQ�D�µEX\�DQG�KROG�\HDU¶��
ZKLFK�RYHUDOO�<7'�UHWXUQV�GR�QRW�SRUWUD\�DW�ILUVW�VLJKW�

)LJXUH����<7'�UHWXUQV�LQ�FRQWH[W

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

/RRNLQJ�DKHDG�WR�������ZH�FRQWLQXH�WR�VHH� OHVV�UDSLG ± FORVHU�
WR� WUHQG�± JOREDO�JURZWK�ZLWK� ULVNV� WR� WKH�GRZQVLGH��EXW�DW� WKH�
VDPH�WLPH�GRYLVK�PRQHWDU\�SROLF\�FRXQWHUDFWLQJ�WKLV��7KH�PDLQ�
WDLO� ULVNV� �ZKLFK� ZH H[SORUH� LQ� GHWDLO� EHORZ�� VWHP� IURP�
JHRSROLWLFV� DQG� LQIODWLRQ�� 2YHUDOO�� WKH� FKDUDFWHULVDWLRQ� RI� D�
µIUDJLOH�JROGLORFNV¶�± D�VXSSRUWLYH�µQRW�WRR�KRW�DQG�WRR�FROG¶�PL[�
RI�JURZWK DQG� LQIODWLRQ�ZKHUH�PRQHWDU\�SROLF\� LV�HDV\�± LV�VWLOO
YDOLG�� :H� DUH� FDXWLRXVO\� RSWLPLVWLF� IRU� QRZ�� EXW� DW WKH� VDPH
WLPH��RXU�DVVHW�DOORFDWLRQ�PRGXV�RSHUDQGL�ZLOO�UHPDLQ�QLPEOH�LQ�
������

0$&52��&+$//(1*(6�$//�$5281'
:H� H[SHFW� JOREDO� JURZWK� WR� VORZ� IXUWKHU� LQ� ������ FRQYHUJLQJ�
WRZDUGV�WUHQG�LQ�PDMRU�HFRQRPLHV��,Q�WKH�GHYHORSHG�ZRUOG��ZH�
VHH�86�JURZWK�RXWSHUIRUPLQJ�(XURSH�DQG�-DSDQ��)LJXUH�����

,Q� WKH� 86�� FRQVXPSWLRQ� VKRXOG� UHPDLQ� VROLG� DQG� PRUH� WKDQ�
FRPSHQVDWH� IRU� WKH� PRUH� FKDOOHQJLQJ� SDWK� IRU� EXVLQHVV�
LQYHVWPHQW� DKHDG� RI� WKH� 86� HOHFWLRQV�� WUDGH� WHQVLRQV� DQG�
SRWHQWLDO�HQG�F\FOH�ULVNV��

)LJXUH���������JURZWK�IRUHFDVWV��FRQYHUJHQFH�WR�WUHQG

6RXUFH��%133�$0��DV�RI�����������

:H� H[SHFW� JURZWK� LQ� WKH� HXUR]RQH� WR� VWDELOLVH�� VXSSRUWHG� E\�
H[WHUQDO� GHPDQG� DQG�� DW� WKH� PDUJLQ�� E\� HDV\� (&%� SROLF\��
7KHVH�IRUFHV�VKRXOG�EH�HQRXJK�WR�GHOLYHU�JURZWK�VOLJKWO\�DERYH�
WUHQG� LQ� ������ 7KHUH� DUH� KLJK� KRSHV� IRU� ILVFDO� SROLF\� HDVLQJ�
JLYHQ� WKH� H[SOLFLW� SUHVVXUH� IURP� WKH� (&%� DQG� RWKHU� RIILFLDOV��
+RZHYHU��ZH�GRXEW�WKHUH�ZLOO�EH�D PDWHULDO�FKDQJH�LQ�VWDQFH�LQ�
WKH�DEVHQFH�RI�D�UHFHVVLRQ��*HUPDQ\�KDV�ILVFDO�URRP� EXW�ODFNV�
WKH� ZLOOLQJQHVV WR� VSHQG� 7KH� RSSRVLWH� LV� WUXH� LQ� VRXWKHUQ�
(XURSH��

,Q� &KLQD�� WKH� VORZGRZQ� LV� VWUXFWXUDO� DQG� F\FOLFDO� LQ� QDWXUH��
&KDOOHQJLQJ� GHPRJUDSKLFV�� GH�JOREDOLVDWLRQ� DQG� D� VKLIW� IURP�
SXEOLF� LQYHVWPHQW� WR� SULYDWH� FRQVXPSWLRQ� DUH� PDWHULDO�
KHDGZLQGV��+RZHYHU�� WDUJHWHG�SROLF\�VWLPXOXV�DQG�D�WUDGH�ZDU�
WUXFH�VKRXOG�DOORZ�JURZWK� WR�VWDELOLVH��:KLOH�ZH�H[SHFW�QR�ELJ�
DFFHOHUDWLRQ� LQ� SROLF\� VWLPXOXV�� WKH� FXUUHQW� SXVK� LV� DOUHDG\�
KHOSLQJ &KLQD¶V� HFRQRP\� WR� VWDELOLVH� DQG� WUDGLQJ� SDUWQHUV�
VKRXOG� IHHO� WKH� HIIHFWV�� QRWDEO\� LQ� $VLD� DQG� WKH� HXUR]RQH�
�)LJXUH����
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)LJXUH����&KLQD�VWLPXOXV�WR�VWDELOLVH��QRW�ERRVW��JURZWK

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

0RQHWDU\�	�ILVFDO�SROLF\�GLYHUJHQFHV

2QH� RI� WKH�PRVW� QRWDEOH� GHYHORSPHQWV� RI� ����� ZDV� WKH� )HG�
µSLYRW¶ LQ� -DQXDU\� DQG� WKH� ZDYH� RI� FHQWUDO� EDQN� HDVLQJ� WKDW�
IROORZHG��7KH�)HG¶V VWDQFH�ZHQW�IURP�UHVWULFWLYH�WR�QHXWUDO��DQG�
LI�UDWHV�PDUNHW�DUH�FRUUHFW��LW�FRXOG�VKLIW�DJDLQ�LQWR�H[SDQVLRQDU\�
WHUULWRU\�LQ������DQG�EH\RQG �)LJXUH�����

)LJXUH����)HG�VWDQFH��UHYHUVLQJ�SUHYLRXV�¶RYHUWLJKWHQLQJ·

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

7KH�UHWXUQ�RI�FHQWUDO�EDQNV�SXWV�KDV�KXJHO\�VXSSRUWHG PDUNHWV��
EXW�DW� WKH�VDPH�WLPH�� LQYHVWRUV�DUH�ZRUULHG�DERXW� WKH�SRWHQWLDO�
ODFN�RI� FHQWUDO� EDQN� ILUHSRZHU� LQ� WKH� IDFH� RI� D�GRZQWXUQ�� 7KLV�
FRQFHUQ� LV� FOHDUO\� MXVWLILHG� LQ� WKH� FDVH� RI� WKH� HXUR]RQH� DQG�
-DSDQ�ZKHUH�PRQHWDU\� SROLF\� LV� VWUHWFKHG��+RZHYHU�� LW� LV� OHVV
SUHVVLQJ� LQ� WKH� 86� DQG� &KLQD�� %RWK� WKHLU� FHQWUDO� EDQNV� KDYH�
SOHQW\�RI�URRP�WR�FRQGXFW�FRXQWHU�F\FOLFDO�SROLF\�LI�QHHGHG�

)LVFDO� SROLF\� KDV� DOVR� EHHQ� VXSSRUWLYH� LQ� WKH� 86� 8QOLNH�
SUHYLRXV�F\FOHV��ILVFDO SROLF\ LV�H[SDQVLRQDU\�DW�D�WLPH�ZKHQ�WKH�
XQHPSOR\PHQW�UDWH�LV�FORVH�WR�KLVWRULFDO�ORZV��)LJXUH�����

)LJXUH����86�ILVFDO�VWLPXOXV�DOUHDG\�D�UHDOLW\

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

7KLV� FRQWUDVWV� ZLWK� D� EURDGO\� QHXWUDO� ILVFDO� VWDQFH� LQ� WKH�
HXUR]RQH�� $V� DUJXHG� HDUOLHU�� ZH� GR� QRW� H[SHFW� DQ\� VXUSULVHV�
KHUH��EXW�WKH�ULVNV�DUH�VNHZHG�WR�WKH�HDVLQJ�VLGH��LQ�RXU�YLHZ��,Q�
WKH� 86�� ZKLOH� WKH� VWDQFH� LV� DOUHDG\� PRUH� H[SDQVLRQDU\�� WKH�
FXUUHQW� VWLPXOXV� LV� OLNHO\� WR� UROO� RYHU� DQG ZH�H[SHFW� QR� IXUWKHU�
VWLPXOXV�LQ�DQ�HOHFWLRQ�\HDU�
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¶)5$*,/(�*2/',/2&.6· +2/'6

'DWH�DUH�ZHDN��EXW VWDELOLVLQJ

(YHU� VLQFH� 4�� ������ PDFURHFRQRPLF� GDWD� KDV� EHHQ� FOHDUO\�
ZHDN� IRU�PDQ\�PDMRU� HFRQRPLHV�± HVSHFLDOO\� VR� IRU� FRXQWULHV�
UHOLDQW�RQ�PDQXIDFWXULQJ�DQG�RQHV�FORVH�WR�WKH�WHQVLRQ�EHWZHHQ�
&KLQD�DQG� WKH�86� �H�J��*HUPDQ\���7KDW�VDLG�� UHFHQW�GDWD� KDV�
VKRZQ� HDUO\� VLJQV� RI� VWDELOLVDWLRQ�� HYHQ� LQ� WKH� PDQXIDFWXULQJ�
30,V�ZKLFK�ZHUH�DW�WKH�KHDUW�RI�LQYHVWRU FRQFHUQV��)LJXUH����

)LJXUH����'DWD�VWDELOLVLQJ�²PDQXIDFWXULQJ�30,V�ERWWRP

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

,W� LV� FUXFLDOO\ LPSRUWDQW WKDW� WKLV� VWDELOLVDWLRQ� FRPHV� DW� D� WLPH�
ZKHQ�PDMRU�FHQWUDO�EDQNV�DUH�HDVLQJ�RU�KDYH�VHW�D�KLJK�EDU�IRU�
WLJKWHQLQJ� �VHH� DERYH� GLVFXVVLRQ��� ,Q� IDFW�� DV� UHJXODU� UHDGHUV�
NQRZ��ZH�KDYH�SUHYLRXVO\�VKRZQ�KRZ�&KLQHVH�HDVLQJ�LV�RIWHQ�D�
SUHFXUVRU� WR� DQ� XSVZLQJ RU� VWDELOLVDWLRQ ± GHSHQGLQJ� RQ� WKH�
VWUHQJWK�RI�WKH�LPSXOVH ± LQ�GHYHORSHG�PDUNHWV��H[�WKH�86� ZLWK�
D� ODJ� RI� WZR� WR� WKUHH� TXDUWHUV�� 3XW� GLIIHUHQWO\�� WKH� FRQVHQVXV�
XQGHUHVWLPDWHV WKH� LPSRUWDQFH� RI� &KLQD��:H� VHH WKH� FXUUHQW�
VWDELOLVDWLRQ�LQ�H�J��*HUPDQ\¶V PDFURHFRQRPLF GDWD�DV�SDUWLDOO\�
D�VSLOO�RYHU�IURP�&KLQHVH�SROLF\�HIIRUWV�

7KHVH�IDFWRUV�KDYH�JLYHQ�LQYHVWRUV�KRSH��DQG�ZH�KDYH�VHHQ�D�
PLQL� UHIODWLRQDU\� LPSXOVH� ZLWK� ULVN\� DVVHWV� UDOO\LQJ� LQ� WDQGHP�
ZLWK� JRYHUQPHQW� ERQG� \LHOGV ULVLQJ�� ,QGHHG�� DW� WKH� WLPH� RI�
ZULWLQJ��PDMRU�HTXLW\�PDUNHWV�DUH�SXVKLQJ�WR�QHZ�UHFRUG�KLJKV�

'HVSLWH�ORRPLQJ�WDLO�ULVNV��VHH�EHORZ�GLVFXVVLRQ���ZH�EHOLHYH�LW�
LV� WRR�HDUO\� WR�FDOO� IRU� UHFHVVLRQ� MXVW�\HW��XQOHVV� WKH�&KLQD�86�
WUDGH�ZDU HVFDODWHV��(VSHFLDOO\� LQ� WKH�86��ZKHUH�FRQVXPSWLRQ�
LV�NH\��GRPHVWLF�LQGLFDWRUV�KDYH�KHOG�XS��:H�UHLWHUDWH�WKDW�ERWK�
WKH� ODERXU�PDUNHW�DQG�FRQVXPSWLRQ� KDYH� UHPDLQHG RQ�D� VROLG�
IRRWLQJ�� &RQVXPHU� FRQILGHQFH�� ZKLOH� RII� LWV� KLJKV�� LV� QRZKHUH�
QHDU� IDOOLQJ� E\� DV� PXFK� DV� LW� XVXDOO\� GRHV� KHDGLQJ� LQWR�
UHFHVVLRQV�� ,Q� DGGLWLRQ�� LQLWLDO� MREOHVV� FODLPV� KDYH� KHOG� QHDU�
WKHLU� DEVROXWH� ORZV� �)LJXUH����DQG�� FUXFLDOO\�� KDYH�QRW� ULVHQ� WR�
DQ\ZKHUH�QHDU�WKH�SUHYLRXV�SUH�UHFHVVLRQ�G\QDPLFV��)LJXUH�����

)LJXUH����,QLWLDO�MREOHVV�FODLPV�DURXQG�SULRU�UHFHVVLRQV

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

)LJXUH����,QLWLDO�MREOHVV�FODLPV�FKDQJHV�DURXQG�UHFHVVLRQV

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

86�&KLQD�¶SKDVH�RQH·�GHDO�KHOSIXO

$GGLQJ�WR�WKH�UHIODWLRQ�HXSKRULD� LQ�PDUNHWV�RI� ODWH� LV�RI�FRXUVH�
WKH� UHFHQW� GH�HVFDODWLRQ� LQ� WKH�&KLQD�86� WUDGH�ZDU��ZLWK� ERWK�
VLGHV�LQFKLQJ WRZDUGV�D�SUHOLPLQDU\� µSKDVH�RQH¶�GHDO�

2XU� FRUH� YLHZ� KDV� EHHQ� WKDW� D�PXOWLWXGH� RI� IDFWRUV� ± QRW� MXVW�
WUDGH�± XQGHUOLHV WKH�6LQR�86�WHQVLRQ�DQG�WKDW�DV�D�UHVXOW�WKHVH�
DUH� OLNHO\�WR�EH�D�SHUPDQHQW�IHDWXUH�LQ�WKH�\HDUV�WR�FRPH��VHH�
GLVFXVVLRQ�EHORZ���$QG�LQGHHG��ZKLOH D µSKDVH�RQH¶�DJUHHPHQW�
ZRXOG� EH� D� VWHS� LQ� WKH� ULJKW� GLUHFWLRQ�� LW� RQO\� VFUDWFKHV� WKH�
VXUIDFH�LQ�WHUPV�RI�WKH�LVVXHV�EHWZHHQ�WKH�WZR�VXSHUSRZHUV��



0$46�$VVHW�$OORFDWLRQ�2XWORRN ± &DXWLRXVO\�FRQVWUXFWLYH��FRQVFLRXVO\�UHDFWLYH ± ��'HFHPEHU����� �

%XW�DKHDG�RI�WKH�86�HOHFWLRQ��3UHVLGHQW�7UXPS�ZLOO�EH�NHHQ�WR�
UDPS� XS� KLV� FXUUHQWO\� GLUH� DSSURYDO� UDWLQJV�� ZKLFK� KDYH� QRW�
EHHQ�KHOSHG�E\�XQFHUWDLQW\�RYHU� WKH� WUDGH�FRQIOLFW� �)LJXUH������
+H� PD\� EHFRPH� OHVV� WRXJK� LQ� QHJRWLDWLRQV� ZLWK� WKH� &KLQHVH�
KHDGLQJ LQWR� WKH� HOHFWLRQ�� 6R� LQ� VD\� WKH� QH[W� WKUHH� WR� VL[�
PRQWKV��VXFK�GH�JOREDOLVDWLRQ�G\QDPLFV�FRXOG�VXSSRUW�PDUNHWV��
EXW�LQ�WKH�PHGLXP�WR�ORQJ�WHUP� KXUGOHV�UHPDLQ �VHH�GLVFXVVLRQ�
EHORZ��

)LJXUH� ���� 7UXPS� ZLOO� OLNHO\� SD\� DWWHQWLRQ� WR� DSSURYDO�
UDWLQJV

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

.H\�GLIIHUHQFHV�WR�4�������OHDYH�XV�RSWLPLVWLF

7KHUH� DUH� VLPLODULWLHV� WR�4�� ����� ± PDFURHFRQRPLF� GDWD� KDV�
EHHQ�ZHDNHU��SROLWLFDO�XQFHUWDLQW\�LV�KLJK��DQG�WUDGH�WHQVLRQ��EDU�
UHFHQW� LPSURYHPHQWV�� LV� SHUKDSV� HYHQ�PRUH� QHJDWLYH� QRZ� DV�
WDULIIV�DUH�LQ�SODFH� +RZHYHU��WKHUH�DUH�DOVR�GLIIHUHQFHV�

)RU�RQH��DQG�WKLV�LV�NH\ IRU�PDUNHWV��PDMRU�FHQWUDO�EDQNV�KDYH�
EHHQ�ORRVHQLQJ PRQHWDU\�SROLF\��7KLV�FRQWUDVWV�ZLWK�ODVW�\HDU¶V�
WLJKWHQLQJ� ELDV��$V� H[SODLQHG�DERYH�� WKH�)HG� LQ� SDUWLFXODU�KDV�
EHHQ� XQGRLQJ� ODVW� \HDU¶V� RYHUWLJKWHQLQJ� �VHH )LJXUH� ��� DQG�
SROLF\PDNHUV� KDYH� FRQILUPHG� WKDW� WKHUH� LV� DQ� DV\PPHWU\�
WRZDUGV� HDVLQJ��2WKHU� FHQWUDO� EDQNV� KDYH� DOVR� VWDUWHG� HDVLQJ�
SROLF\��

7ZR�RWKHU�GLIIHUHQFHV�ZRUWK�KLJKOLJKWLQJ�DUH�LQYHVWRU�SRVLWLRQLQJ�
DQG� YDOXDWLRQV�� %RWK� DUH� VXSSRUWLYH� QRZ�� 9DULRXV� LQGLFDWRUV�
VXJJHVW�LQYHVWRUV�DUH�SRVLWLRQHG�PRUH�GHIHQVLYHO\�FRPSDUHG�WR�
WKHLU� EXOOLVK� VWDQFHV� ODWH� LQ� ������ $IWHU� WKH� IDOO� LQ� JOREDO� ERQG�
\LHOGV�� UHODWLYH�YDOXDWLRQV�RI�HTXLWLHV�DQG�ERQGV�PDNH�HTXLWLHV�
ORRN�OHVV�ULFK�QRZ�WKDQ�LQ�������,Q�WKH�86��IRU�H[DPSOH��WKH�JDS�
EHWZHHQ�WKH�6	3�����HDUQLQJV�\LHOG�DQG�ERQG�\LHOGV�LV�DOPRVW�
���ES�ZLGHU�WKDQ�EHIRUH�WKH������VHOO�RII��)LJXUH�����

)LJXUH� ���� (TXLW\� YDOXDWLRQV� DUH� QRW� ULFK� FRPSDUHG� WR�
ERQGV

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

2YHUDOO��WKH�FRPSDULVRQ�WR�WKH�PLG�F\FOH�µLQVXUDQFH�FXWV¶ E\�WKH�
)HG�LQ�WKH�ODWH�����V�VWLOO�FRPHV WR�PLQG��%DFN�WKHQ��DJDLQVW�D�
ZHDNHQLQJ� H[WHUQDO� EDFNGURS� EXW� UREXVW� GRPHVWLF� GDWD�� WKH�
)HG�HDVHG�UDWHV�DQG�VXEVHTXHQWO\�WKH�HFRQRP\��DQG�PDUNHWV��
WRRN�RII�UDSLGO\�DJDLQ��,Q�IDFW��LQ�D�VLPLODU�YHLQ�WR�QRZ�DQG�DOVR�
WR� ����� DQG� ������ ZH� VDZ� QRQ�PDQXIDFWXULQJ� 30,V� UHPDLQ�
UREXVW�GHVSLWH�D�ZHDNHQLQJ�RQ�WKH�PDQXIDFWXULQJ�VLGH��DQG�ULVN�
DVVHW�UHWXUQV�IURP�WKHUH�RQ�ZHUH�VWURQJ��)LJXUH�����

)LJXUH�����)HG�¶LQVXUDQFH�FXWV·�FDQ�EH�D�SRZHUIXO�SRVLWLYH

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������
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%(:$5(�7+(�5,6.6
$OO�\HDU�ORQJ�ZH�KDYH�EHHQ�TXLWH�H[SOLFLW�DERXW�WKH�ULVNV�DURXQG�
RXU� µIUDJLOH�JROGLORFNV¶�EDVH�FDVH�VFHQDULR��:H�VHH�WKHVH ULVNV�
DOVR�SUHYDLOLQJ�LQ������

)LJXUH�����¶)UDJLOH�JROGLORFNV·�	�NH\�ULVN�VFHQDULRV

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

)LJXUH� �� UHPLQGV� RXU� UHDGHUV� WKDW� RXU� EDVH� FDVH� VFHQDULR�
�WRS�OHIW� TXDGUDQW�� LV� YXOQHUDEOH� WR� D� PRUH� HQWUHQFKHG�
µV\QFKURQLVHG�VORZGRZQ¶�WKDW�FRXOG�KXUW�ULVN\�DVVHW�DQG�VXSSRUW�
IL[HG� LQFRPH�DVVHWV��RU� µUHIODWLRQ� ULVN¶� WKDW�ZRXOG�SXVK� LQWHUHVW�
UDWHV�XS�DQG�HYHQWXDOO\�FRXOG�KXUW�ULVN\�DVVHWV�

6ORZGRZQ�² YDULRXV�ULVNV�FDQ�KXUW�JURZWK

2QH�REYLRXV�FKDQQHO�WKURXJK�ZKLFK�D�µV\QFKURQLVHG�VORZGRZQ¶�
FRXOG� JDLQ� WUDFWLRQ� LV� UH�HVFDODWLQJ� WUDGH� WHQVLRQ�� 6LQFH� GH�
JOREDOLVDWLRQ�LV�D�ORQJ�WHUP�WKHPH IRU�XV� ZH�WKLQN LW� LV�XQOLNHO\�
WR� EH�VROYHG� E\� D� WUDGH� GHDO�EHWZHHQ� WKH�86�DQG�&KLQD��)RU�
WKLV� UHDVRQ� ZH�GHSLFW�D�GRZQZDUG�VORSLQJ� WUHQG�LQ�)LJXUH�����
$ORQJ� WKLV� GRZQWUHQG� ZH�KDYH�VHHQ�ZDYHV� RI� HVFDODWLRQ�DQG�
GH�HVFDODWLRQ�� 7RZDUGV� WKH� HQG� RI� ����� WKH� KRSH� RI� D� GHDO�
SURYLGHG�VRPH� UHOLHI� WR�PDUNHWV��2YHUDOO��KRZHYHU��ZH�EHOLHYH�
ZH� DUH� QRW� RXW� RI� WKH� ZRRGV�� 7KH� EDWWOH� IRU� JOREDO� SRZHU�
�QRWDEO\�DURXQG�,7��FRXOG�HDVLO\�VRXU�PDUNHWV�DJDLQ�LQ������

)LJXUH� ���� 'H�JOREDOLVDWLRQ� VZLQJV� KDYH� EHFRPH� PRUH�
IUHTXHQW

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

$� PRUH� PDUNHG� VORZGRZQ� LQ� &KLQD� FRXOG� DOVR� ZHDNHQ WKH�
JOREDO� HFRQRP\� DQG� KDUP� PDUNHWV�� $V� PHQWLRQHG�� &KLQD¶V�
FKDOOHQJHV� DUH� VWUXFWXUDO� DQG� F\FOLFDO� DQG� %HLMLQJ� KDV� EHHQ�
PRUH�FDXWLRXV�ZLWK�FRXQWHUF\FOLFDO�SROLFLHV��7KLV�PHDQV WKH�ULVN�
LV WKDW� JURZWK� SURVSHFWV� FRXOG� ZRUVHQ� ZKLOH� GHFLVLYH� SROLF\�
DFWLRQ�PD\�DUULYH�WRR�ODWH��

)LQDOO\�� DQ� XQDYRLGDEOH� ULVN� WR� JOREDO� PDUNHWV� LV� WKH� 86�
SUHVLGHQWLDO�HOHFWLRQ�QH[W�1RYHPEHU�� ,Q�RXU�YLHZ�� WKH�ULVN�KHUH�
LV� WKDW� SROLWLFDO� XQFHUWDLQW\� PD\� HYHQWXDOO\� KXUW� WKH� VR� IDU�
UHVLOLHQW�86�FRQVXPHU��$ OHIW�OHDQLQJ�GHPRFUDWLF�QRPLQHH�VXFK�
DV�(OL]DEHWK�:DUUHQ�FRXOG�FDXVH�PDUNHW�YRODWLOLW\�EHFDXVH�KHU�
DJHQGD� LQYROYHV� FRUSRUDWH� UHJXODWLRQ� DQG� KLJKHU� WD[HV�� :H�
EHOLHYH� WKLV� ULVN� FDQQRW� EH� LJQRUHG� VKH� LV� VWURQJ� LQ WKH�
GHPRFUDWLF� QRPLQDWLRQ� SROOV�� HYHQ� LI� VKH� KDV� ORVW� WUDFWLRQ�
UHFHQWO\��)LJXUH������

)LJXUH�����86�HOHFWLRQ��:DUUHQ�D�ULVN�IRU�PDUNHWV

,PSOLHG�SUREDELOLW\�RI 'HPRFUDWLF�SUHVLGHQWLDO�QRPLQDWLRQ
6RXUFH��3UHGLF,W��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

%RWK�RI�WKHVH�ULVNV��&KLQD�86�WHQVLRQV�DQG�86�HOHFWLRQV��FRXOG�
XSVHW� LQYHVWPHQW� SURVSHFWV� LQ� WKH� 86�� +LVWRULFDOO\��
PDQXIDFWXULQJ� DFWLYLW\� VXUYH\V� VXFK� DV� WKH� 30,V GHWHULRUDWH�
ZKHQ� VHQWLPHQW� ZHDNHQV� DQG� WKLV� WHQGV� WR� DIIHFW� LQYHVWPHQW�
RXWSXW�� 6R� IDU� LQYHVWPHQW� JURZWK� KDV� VORZHG� DQG� PRUH�
HFRQRPLF� DQG� SROLWLFDO� XQFHUWDLQW\� FRXOG� H[DFHUEDWH� WKLV� SDWK�
�)LJXUH�����
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)LJXUH�����,QYHVWPHQW�LV�WKH�ZHDNHVW�OLQN

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

¶*RRG· YV��¶EDG· UHIODWLRQ

$QRWKHU� ULVN� VFHQDULR� WKDW� FRXOG� SRWHQWLDOO\� LQWURGXFH� PDUNHW
YRODWLOLW\�LV�UHIODWLRQ��,Q�SULQFLSOH� UHIODWLRQ�± WKH�UHWXUQ�RI�LQIODWLRQ�
DV�WKH�HFRQRP\�H[SDQGV ± LV�D�KHDOWK\�HFRQRPLF�GHYHORSPHQW��
7KLV� µJRRG� UHIODWLRQ¶ ZDV� IRU� H[DPSOH�� HYLGHQW� LQ� ������ZKHQ�
WKH�86�HFRQRPLF�H[SDQVLRQ�VXSSRUWHG�HDUQLQJV�JURZWK��PRUH�
WKDQ�FRPSHQVDWLQJ�IRU�WKH�)HG¶V�WLJKWHU�PRQHWDU\�SROLF\��)LVFDO�
SROLF\�H[SDQVLRQ�LV�FHUWDLQO\�D�ZD\�WR�JRRG�UHIODWLRQ��(YHQ�LI�WKH�
HFRQRPLF� UHFRYHU\� OHDGV� WR� )HG� WLJKWHQLQJ� DQG� KLJKHU� 86�
\LHOGV��HTXLW\�PDUNHWV�FRXOG�UDOO\�

µ%DG�UHIODWLRQ¶�ZRXOG�EH�PRUH�GDPDJLQJ��7KLV�LV�DQ�HQYLURQPHQW�
ZKHUH� LQIODWLRQ� ULVHV� DQG� JURZWK� ODJV RU� FRQWUDFWV�� ([DPSOHV�
DUH� WKH�RLO� �VXSSO\��VKRFNV�RI� WKH��������V�RU� ILVFDO�SURIOLJDF\�
�)LJXUH������7UDGH�WHQVLRQ�RU�D�OHIW�OHDQLQJ�GHPRFUDWLF�YLFWRU\�LQ�
WKH�86�HOHFWLRQV� FRXOG� IHHO� OLNH� D� VXSSO\� VKRFN�DQG� ZHLJK� RQ�
HTXLW\�SULFHV�DV�LQIODWLRQ�H[SHFWDWLRQV�GH�UDLO�UDWHV�

)LJXUH�����5HIODWLRQ�FDQ�KDYH�GLIIHUHQW�HIIHFWV

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

0RVW�RI�4������ JDYH�XV�D�WDVWH�RI�µJRRG�UHIODWLRQ¶��'LPLQLVKLQJ�
WUDGH�ZDU�ULVN�DQG�PRUH�VWDEOH�PDQXIDFWXULQJ�GDWD�KDYH�OHG�WR�
KLJKHU� \LHOGV� DQG� HTXLWLHV �)LJXUH� ���� :H� VHH� WKLV� DV�
FRQVLVWHQW�ZLWK�RXU�JROGLORFNV�HQYLURQPHQW�DV� LW� LV� WRR�HDUO\�IRU�
FHQWUDO�EDQNV��QRWDEO\�WKH�)HG��WR�XQZLQG�WKHLU�UHFHQW�HDVLQJ�

)LJXUH�����(TXLWLHV�DQG�ERQG�\LHOGV�KDYH�ULVHQ LQ�WDQGHP

6RXUFH��%ORRPEHUJ�DQG�%133 $0��DV�RI�����������

(YHQ� WKRXJK� EDG� DQG� JRRG� UHIODWLRQ� FRXOG� KDYH� RSSRVLWH�
FRQVHTXHQFHV� IRU�HTXLW\�PDUNHWV�� ERWK�DUH� OLNHO\� WR�GDPDJLQJ�
IRU� ERQGV�� )XUWKHUPRUH�� WKH� ULVN� LQ� IL[HG� LQFRPH� PDUNHWV� LV�
PRUH�VNHZHG� WR� WKH�GRZQVLGH� WKDQ� LQ�HTXLWLHV�DV�JRYHUQPHQW
ERQG�\LHOGV�DUH�FORVH�WR�PXOWL�GHFDGH�ORZV��)LJXUH�����

)LJXUH�����(TXLW\�YV��ERQG�YDOXDWLRQV��IL[HG�LQFRPH�DW�ULVN

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

:H� UHFRJQLVH WKDW� VXFK� ORZV� LQ� ERQG� \LHOGV� KDYH� SDUWO\�
VXSSRUWHG� HTXLW\� YDOXDWLRQV� LQ� WKH� IDFH� RI� FKDOOHQJLQJ� JURZWK��
$V�VXFK�� LI� JRRG� UHIODWLRQ�SHUVLVWV� FHQWUDO� EDQNV�PD\�KDYH� WR
HYHQWXDOO\ UHVRUW� WR� WLJKWHU� SROLFLHV�� UDWHV� FRXOG� ULVH� DQG� WKH�
HQG�UHVXOW�FRXOG�EH�D�IDOO�LQ�HTXLW\�SULFHV IXUWKHU�RXW�
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�:H�KDYH� LQWURGXFHG�RXU�QHZ�DVVHW�DOORFDWLRQ�SRUWIROLR�
RSWLPLVHU�± µ0)$¶�± ZKLFK�XVHV�IDFWRU�DQDO\VLV�WR�PDS�FRUH�
DVVHW�YLHZV�WR�IDFWRU�H[SRVXUHV�DFURVV�DOO�RXU�0XOWL�$VVHW�
SRUWIROLRV��IURP�WKH�IOH[LEOH�WR�WKH�YHU\�FRQVWUDLQHG��3OHDVH�
UHDG� RXU� ZKLWH� SDSHU� KHUH IRU� GHWDLOV�� :H� QRZ� DOVR�
FRPPXQLFDWH�YLHZV�IURP�D�µIDFWRU�YLHZSRLQW¶ DV�D�UHVXOW��




0RGXV�RSHUDQGL��QLPEOH�	�GLYHUVLI\LQJ

2XU�EDVH�FDVH�UHPDLQV� µIUDJLOH�JROGLORFNV¶��EXW�WKH�SUREDELOLWLHV�
RI� RXU� DOWHUQDWLYH� VFHQDULRV KDYH� UHPDLQHG KLJK�� %URDGO\�
VSHDNLQJ��ZH�WKXV�FRQWLQXH�WR�EH�QLPEOH�LQ�RXU�DVVHW�DOORFDWLRQ�
YLHZV�DQG�WKLQN�VWUDWHJLF GLUHFWLRQDO ULVN�UHZDUG�LV�XQDWWUDFWLYH��
,QGHHG�� DV� ZH� VKRZ� LQ� )LJXUH� �� ZKHUH� ZH� ORRN� DW� PRQWKO\�
SULFH� WUHQG� UHYHUVDOV�� LQ� WKH� ODVW� ���PRQWKV��HTXLWLHV�KDYH�QRW�
EHHQ�JRRG�PRPHQWXP�WUDGHV DQ\PRUH��

$GG� WR� WKLV� WKDW� HQG�F\FOH� G\QDPLFV� DUH� ORRPLQJ� DQG� WKDW� WKH�
J\UDWLRQV�DURXQG�86�&KLQD�WHQVLRQ�DUH�KDUG�WR�SUHGLFW��DQG ZH�
DOVR� FRQWLQXH� WR� VHH� PHULW LQ� EXLOGLQJ� UREXVW� SRUWIROLRV� DQG�
GLYHUVLI\LQJ�RXU�DOORFDWLRQ�

)LJXUH�����(TXLWLHV�DUH�QRW�D�PRPHQWXP�WUDGH�DQ\PRUH

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

&RUH�YLHZV�DQG�IDFWRU�H[SRVXUHV

7KH�UHFHQW�SULFH�DFWLRQ�RI�KLJKHU�VWRFNV�DQG�KLJKHU�\LHOGV�KDV�
ERGHG� ZHOO� ZLWK� RXU� PDLQ� IDFWRU� H[SRVXUHV� �)LJXUH� ���� ± WKH�
ELJJHVW�LV�DQ�RYHUZHLJKW�LQ�0DUNHW�5LVN �DOWKRXJK�ZH�WDFWLFDOO\�
UHGXFHG�RXU�HTXLW\�RYHUZHLJKW�D�ELW�UHFHQWO\���DQG�XQWLO�UHFHQWO\�
D� VOLJKW� XQGHUZHLJKW� LQ�'XUDWLRQ �JLYHQ� WKH� \LHOG�EDFN�XS� ZH�
UHGXFHG�RXU�VKRUW�(08�GXUDWLRQ�YLHZ���

7KH�0DUNHW�5LVN H[SRVXUH� LV�PDLQO\�GXH� WR�RXU�RYHUZHLJKW� LQ�
HTXLWLHV��EXW�DOVR�GXH�WR�RWKHU�YLHZV�VXFK�DV�WKH�RYHUZHLJKW�LQ�
HPHUJLQJ� PDUNHW� KDUG� FXUUHQF\� GHEW�� 2XU� 'XUDWLRQ IDFWRU�
H[SRVXUH� LV� URXJKO\� QHXWUDO� QRZ�� HYHQ� WKRXJK� ZH� DUH� VWLOO�
VOLJKWO\�XQGHUZHLJKW�(08�ERQGV��JLYHQ� WKH�RIIVHWWLQJ�QDWXUH�RI�
VHDUFK�IRU�\LHOG�WUDGHV�VXFK�DV�WKH�ORQJ�LQ�(0�H[WHUQDO GHEW��

$V� IRU� WKH� RWKHU� IDFWRUV�� ZLWK� PRVW� RI� RXU� RWKHU� YLHZV� LQ� WKH�
UHODWLYH�YDOXH�VSDFH�RU�RIIVHWWLQJ�HDFK�RWKHU��IDFWRU�ORDGLQJV�DUH�
FXUUHQWO\�VPDOO�RXWVLGH�RI�0DUNHW�5LVN��

)LJXUH�����&XUUHQW�IDFWRU�H[SRVXUHV
�IURP�FRUH�DVVHW�YLHZV


 7KH�IDFWRU�H[SRVXUH�VKRZQ�LV�IRU�DQ�XQFRQVWUDLQHG�WKHRUHWLFDO�SRUWIROLR�
DQG�GHULYHG�IURP�FRUH�DVVHW�FODVV�YLHZV��7KHVH�IDFWRUV�ZLOO�EH�SURMHFWHG�
RQWR�LQGLYLGXDO�SRUWIROLRV�WDNLQJ�FRQVWUDLQWV�LQWR�FRQVLGHUDWLRQ��$GGLWLRQDO�
VSHFLILF�WDFWLFDO�WUDGHV�PD\�EH�LPSOHPHQWHG�DQG�WKHVH�ZLOO�QRW�EH�YLVLEOH�
LQ�WKH�IDFWRU�SURILOH��7KH\�DUH�OLVWHG�DW�WKH�HQG�RI�WKLV�SXEOLFDWLRQ��

6RXUFH��%133�$0��DV�RI ����������

2YHUZHLJKW�HTXLWLHV�² H[SORLWLQJ�WDFWLFDO�RSSRUWXQLWLHV

:H� FRQWLQXH� WR� RSHUDWH� ZLWK� D� QLPEOH� DSSURDFK�� $IWHU� WDNLQJ�
SURILWV� LQ� 6HSWHPEHU� D� UHQHZHG� FRUUHFWLRQ� LQ� JOREDO� VWRFN�
PDUNHWV�LQ�HDUO\�2FWREHU�DOORZHG�XV�WR�DGG�WR�0DUNHW�5LVN YLD�
86�DQG�(XURSHDQ�HTXLWLHV RQFH�DJDLQ��6LQFH� WKHQ��ZLWK�PDMRU�
PDUNHWV�SXVKLQJ�WR�QHZ�DOO�WLPH�KLJKV�DQG�RXU�PDUNHW�G\QDPLF�
LQGLFDWRUV� IODVKLQJ� UHG LQ� WKH� VKRUW� UXQ�� ZH� KDYH� UHGXFHG� RXU�
H[SRVXUH� VRPHZKDW� UHFHQWO\� �)LJXUH� �����:H� DLP� WR� FRQWLQXH�
PDQDJLQJ�HTXLWLHV�ZLWK�D�QLPEOH�DSSURDFK�

,Q� WHUPV�RI� IDFWRU� H[SRVXUHV�� RXU� HTXLW\� RYHUZHLJKW� WLOW FOHDUO\�
DGGV 0DUNHW� 5LVN H[SRVXUH�� PDNLQJ� WKLV� WKH� PRVW� SUHYDOHQW�
IDFWRU H[SRVXUH�FXUUHQWO\��

)LJXUH�����1LPEOH�DSSURDFK�LQ�HTXLWLHV�FRQWLQXHV

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������
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8QGHUZHLJKW�FRUH�(08�GXUDWLRQ

:H�KDYH�EHHQ�XQGHUZHLJKW�FRUH�(08�GXUDWLRQ�IRU�VRPH�WLPH��
DQG�KHUH�WRR�ZH�DUH�WU\LQJ�WR�EH�PRUH�QLPEOH��6R� DIWHU�D�\LHOG�
EDFN�XS�RI�DURXQG���ES�LQ�UHFHQW�ZHHNV��ZH�KDYH�UHGXFHG�RXU�
VKRUW��)LJXUH������1RQHWKHOHVV��WKH�ULVNV�IURP�D�VXVWDLQHG�PRYH�
WR�UHIODWLRQ�UHPDLQ�ODUJH�

$V� ZH� H[SORUHG DERYH�� IL[HG� LQFRPH� PDUNHWV� VKRZ� XS� DV�
HVSHFLDOO\� ULFK� DFURVV� WKH� ERDUG� DQG� WKH� ULVN�UHZDUG� IRU�
XQGHUZHLJKWV�LQ�FRUH�JRYHUQPHQW�ERQG�PDUNHWV�LV�DWWUDFWLYH�IRU�
WKH�PHGLXP�WR�ORQJ�WHUP�

)URP� D� IDFWRU� H[SRVXUH� YLHZSRLQW�� WKLV� WUDGH� DGGV� QHJDWLYH�
'XUDWLRQ WR�SRUWIROLRV� DOEHLW�FRXQWHUDFWHG�E\�RWKHU�YLHZV�VXFK�
DV�RXU�ORQJ�LQ�(0�GHEW��

)LJXUH�����6WLOO�XQGHUZHLJKW�FRUH�(08�GXUDWLRQ

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

6HDUFKLQJ�IRU�\LHOG

:H�VWLOO�H[SHFW�WKH�GULYHUV�RI�RXU�µIUDJLOH�JROGLORFNV¶�EDVH�FDVH��
HVSHFLDOO\�FRQWLQXHG�FHQWUDO�EDQN�HDVLQJ��WR�SURORQJ�WKH�VHDUFK�
IRU� \LHOG�� DQG� ZH� FRQWLQXH� WR� IRFXV� RQ� ILQGLQJ� DWWUDFWLYH� HQWU\�
SRLQWV�LQ�KLJK�FDUU\�DVVHWV��

,Q� WKLV� OLJKW��ZH�KDYH�KHOG�DQ�RYHUZHLJKW� LQ�(0�KDUG�FXUUHQF\�
GHEW��:H�VHH�WKUHH�SRVLWLYHV�IRU�WKLV�WUDGH�LQ�DQ�HQYLURQPHQW�RI�
PRGHUDWH� JOREDO� JURZWK� VXFK� DV� RXU� µIUDJLOH� JROGLORFNV¶� EDVH�
FDVH��)LUVW��(0�GHEW�GRHV�ZHOO� LQ� WLPHV�RI�FHQWUDO�EDQN�HDVLQJ�
DQG�VWDEOH RU�IDOOLQJ�UHDO�\LHOGV��)LJXUH������6HFRQG��LW�LV�RQH�RI�
WKH�IHZ�OLTXLG�IL[HG�LQFRPH�DVVHW�FODVVHV�WKDW�\LHOGV�FORVH�WR����
LQ� 86'� WHUPV�� )LQDOO\�� (0� VSUHDGV� WHQG� WR� FRPSUHVV� ZKHQ�
&KLQHVH�SROLF\�LV�EHLQJ�HDVHG��ZKLFK�LV�WKH�FDVH�FXUUHQWO\�

,Q� IDFWRU� WHUPV�� WKLV� SRVLWLRQ� DGGV� 'XUDWLRQ H[SRVXUH��
FRXQWHULQJ� WKH�HIIHFWV�RI� WKH�XQGHUZHLJKW� LQ� FRUH�(08�ERQGV��
DQG�LQWURGXFHV�H[SRVXUH�WR�WKH�(0�	�&RPPRGLWLHV IDFWRU��

)LJXUH�����/RQJ�(0�KDUG�FXUUHQF\�GHEW

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

(OVHZKHUH��5(,7V�DUH�DQRWKHU�PDUNHW�WKDW�VKRXOG�EH�VXSSRUWHG�
E\� LQYHVWRUV� JUDEELQJ� \LHOG� DQG� ZH� KDYH� DGGHG� D� ORQJ�
HXUR]RQH� 5(,7V� SRVLWLRQ� UHFHQWO\� �)LJXUH� ���� 7KH� PDLQ�
UDWLRQDOH�IRU�WKLV�WUDGH�LV�WKDW�SULFHV�DUH�FORVH�WR�ILYH�\HDU�ORZV�
UHODWLYH�WR�QHW�DVVHW�YDOXH��WKDW�LW�RIIHUV�DQ�DWWUDFWLYH�\LHOG��DQG�
EHLQJ� D� µUHDO¶ DVVHW�� 5(,7V KDYH� GHIHQVLYH� FKDUDFWHULVWLFV��
KHOSIXO�LQ�WKH�FDVH�RI�D�GRZQWXUQ�RU�KLJKHU�LQIODWLRQ�

:H�KDYH� LPSOHPHQWHG� WKLV� YLHZ�DV� D�59� WUDGH� DJDLQVW� ODUJH�
FDS� HTXLWLHV� DQG� FRUH� ERQG� PDUNHWV� WR� HQVXUH� WKH� IDFWRU�
H[SRVXUHV� RI� WKLV� WUDGH� GR� QRW� VLJQLILFDQWO\� FRXQWHUDFW� RXU�
FRQYLFWLRQV� LQ�FRUH�DVVHW�FODVVHV��7KH�IDFWRU�H[SRVXUHV�RI�WKLV�
59� WUDGH� DUH� PLQLPDO�� WKH� PDLQ� RQH� LV� D� VOLJKW� WLOW� WRZDUGV�
0DUNHW�5LVN��

)LJXUH�����/RQJ�(08�5(,7V

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������
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%XLOGLQJ�UREXVW�SRUWIROLRV

5HJXODU� UHDGHUV� ZLOO� EH� IDPLOLDU� ZLWK� RXU� PDQWUD� RI� EXLOGLQJ�
UREXVW� SRUWIROLRV�� :H� KDYH� LPSOHPHQWHG� YDULRXV� YLHZV� DORQJ�
WKHVH�OLQHV�LQ�UHFHQW�PRQWKV��VSHFLILFDOO\�DURXQG�WKUHH�SLOODUV�

x 2QJRLQJ�GH�JOREDOLVDWLRQ�
x ,QIODWLRQ�ULVN
x *HQHUDO�SRUWIROLR�GLYHUVLILHUV�ULVN�RII�KHGJHV

2Q� WKH� ILUVW�� JLYHQ� RXU� VWUXFWXUDO� EHDULVK� YLHZ� RQ� GH�
JOREDOLVDWLRQ�� ZH� KDYH� KHOG� WZR� WUDGHV� VSHFLILFDOO\� JHDUHG� WR�
6LQR�86�WHQVLRQ�

)LUVWO\��D� ORQJ� LQ�&$&�'$;��:H�VHH�*HUPDQ�HTXLWLHV�DV�PRUH�
JHDUHG� WR� WKH� PDQXIDFWXULQJ� VORZGRZQ DQG� WUDGH� ZDU� WKDQ�
)UHQFK� VWRFNV�� 6LQFH� LQFHSWLRQ�� WKLV� WUDGH� KDV� GRQH� ZHOO��
DOWKRXJK�UHFHQWO\��LGLRV\QFUDWLF�IDFWRUV�UHODWHG�WR�HDUQLQJV�KDYH�
FDXVHG�YRODWLOLW\��EXW�ZH�VWLOO�VHH�WKLV�DV�D�WUDGH�WKDW�FDQ�GR�ZHOO�
LQ�ERXWV�RI�HVFDODWLQJ�JHRSROLWLFDO�WHQVLRQ�

,Q�IDFWRU�H[SRVXUH�WHUPV��WKH�WZR�59�OHJV�KDYH�DOPRVW�LGHQWLFDO�
H[SRVXUHV�DQG�WKXV�WKH�IDFWRU�SURILOH�RI�WKH�59�WUDGH�LV�DOPRVW�
QHJOLJLEOH��

(OVHZKHUH�� LQ� FXUUHQF\� PDUNHWV�� ZH� DUH� ORQJ� WKH� 86� GROODU�
YHUVXV�ORZ�\LHOGLQJ�$VLDQ�);�FURVVHV��2XU�EDVNHW�LV�FRUUHODWHG�
WR�86'�&1<�DQG�GLG�ZHOO�LQ�SHULRGV�RI�WUDGH�ZDU�VWUHVV��)LJXUH�
���� :H� VHH� WKLV� ORZ� FDUU\�FRVW� WUDGH� DV� D� JRRG� SRUWIROLR�
GLYHUVLILHU�KHGJH�

1RWH� WKDW� WKLV� LV� DQ� H[DPSOH� RI� D� VSHFLILF� WUDGH� LPSOHPHQWHG�
RXWVLGH� RI� WKH� QHZ� RSWLPLVHU�� DQG� LW� WKXV� GRHV� QRW� DIIHFW� WKH�
IDFWRU� H[SRVXUHV� RI� RXU� EURDG� ERRN� RI� EXVLQHVV� GLVFXVVHG�
HOVHZKHUH��$FFRUGLQJO\��DV� LW� LV� WKXV�QRW� IDFWRULVHG�� LW�ZLOO� DOVR�
QRW�EH�LPSOHPHQWHG�LQ�HYHU\�SRUWIROLR�

)LJXUH�����/RQJ�86'�YV��EDVNHW�RI�$VLDQ�);

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������

2Q�WKH�VHFRQG�SLOODU�± LQIODWLRQ�ULVN�± WRJHWKHU�ZLWK�RXU�GXUDWLRQ�
XQGHUZHLJKW� LQ� (08� ERQGV�� ZH� DUH� ORQJ� 86� EUHDNHYHQ�
LQIODWLRQ�� D� WUDGH� RULJLQDWLQJ� IURP� D� YDOXDWLRQ� SHUVSHFWLYH�� EXW�
DOVR�D�YLDEOH�KHGJH�WR�D�UHIODWLRQDU\�LPSXOVH��,QGHHG��LQ�UHFHQW�
ZHHNV��WKLV�WUDGH�GLG�ZHOO��UHFXSHUDWLQJ�VRPH�RI�WKH�SULRU�ORVVHV�
�)LJXUH������

7KLV�LV�DOVR�DQ�H[DPSOH�RI�D�VSHFLILF�WUDGH�LPSOHPHQWHG�RXWVLGH�
RI�RXU QHZ�RSWLPLVHU��

)LJXUH�����/RQJ�86�EUHDNHYHQ�LQIODWLRQ

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI ����������

)LQDOO\�� RQ� WKH� WKLUG� SLOODU�� ZH� UHFHQWO\� LPSOHPHQWHG� WZR�
DGGLWLRQDO�GLYHUVLILFDWLRQ�WUDGHV�

7KH� ILUVW� LV� D� ORQJ� LQ� -3<�YHUVXV�(85��:H�VHH�VFRSH� IRU� WKH�
\HQ� WR� UDOO\� LQ� D� ULVN�RII� PDUNHW� VKRFN�� HVSHFLDOO\� JLYHQ� WKH�
FXUUHQF\¶V�FKHDSQHVV��)LJXUH������3XW�GLIIHUHQWO\��ZLWK�WKH�%DQN�
RI�-DSDQ�DOUHDG\�QHDU�WKH�DEVROXWH�ORZHU�SROLF\�ERXQG��WKH�\HQ�
ZRXOG� QRW� MXVW� EHQHILW� IURP� LWV� VDIH�KDYHQ� FKDUDFWHULVWLFV�� EXW�
DOVR� IURP� D� UHFHVVLRQDU\� HQYLURQPHQW� ZKHUH� RWKHU� FHQWUDO�
EDQNV�ZRXOG�HDVH DQG�UDWH�GLIIHUHQWLDOV�ZRXOG�VXSSRUW�WKH�\HQ��
7KH�(85�VKRUW�DOVR�DFWV�D�KHGJH�WR�(08�EUHDN�XS�ULVN��

)URP� D� IDFWRU� YLHZSRLQW�� WKH� PDLQ� IDFWRU ORDGLQJ� RQ� VKRUW�
(85�-3<�LV�D�QHJDWLYH�H[SRVXUH�WR�0DUNHW�5LVN��

)LJXUH�����-3<�LV�D�FKHDS�ULVN�RII�FXUUHQF\

6RXUFH��%ORRPEHUJ�DQG�%133�$0��DV�RI�����������
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)LQDOO\�� ZH� DGGHG� D� ORQJ� LQ� JROG� ODVW� PRQWK DV� D� SRUWIROLR�
GLYHUVLILHU� *LYHQ� LWV� OLPLWHG�VXSSO\�DQG�]HUR�\LHOG�� LW�VKRXOG�EH�
VXSSRUWHG� LQ� WKH�VWDWXV�TXR�ZKHUH�FHQWUDO�EDQNV�DUH�GHEDVLQJ�
WKHLU� ILDW� FXUUHQFLHV� DQG� RSHUDWLQJ� ZLWK� QHJDWLYH� \LHOGV �JROG¶V�
]HUR�\LHOG�HIIHFWLYHO\�KDV�EHFRPH�D�SRVLWLYH�\LHOG���

1HYHUWKHOHVV�� LQ� ULVN VFHQDULRV�� JROG� FRXOG� EH� DQ� DWWUDFWLYH�
DVVHW� %RWK� LQ� D� ULVN�RII RU� UHFHVVLRQ� VFHQDULR� DQG� LQ� DQ�
LQIODWLRQDU\�VKRFN��JROG�VKRXOG�EH�ZHOO�VXSSRUWHG��

7KLV� LV� DOVR� D� VSHFLILF� WUDGH� LPSOHPHQWHG� RXWVLGH� RI� RXU� QHZ�
RSWLPLVHU��VR�LW�GRHV�QRW�DIIHFW�WKH�IDFWRU�ORDGLQJV�RI�WKH�EURDG�
ERRN�RI�EXVLQHVV�GLVFXVVHG�DERYH�

&21&/86,216�� 1,0%/(� *,9(1� (1'�&<&/(�
'<1$0,&6
,Q� VXPPDU\�� ORRNLQJ� DKHDG� WR� ������ ZH� VHH� FORVHU� WR� WUHQG�
JURZWK�ZLWK� ULVNV� WLOWHG� WR� WKH� GRZQVLGH�� EXW� DW� WKH� VDPH� WLPH�
GRYLVK� PRQHWDU\� SROLF\� FRXQWHUDFWLQJ� WKLV�� ,Q� RWKHU� ZRUGV�� D
FRQWLQXDWLRQ�RI�WKH�JROGLORFNV�HQYLURQPHQW�

$W� WKH� VDPH� WLPH�� WDLO� ULVNV� ORRP� ODUJH��PDLQO\� VWHPPLQJ� IURP�
JHRSROLWLFV� DQG� LQIODWLRQ� 'HYHORSPHQWV� RQ� WKLV� IURQW� FRXOG�
TXLFNO\�GLVUXSW�WKH�VWDWXV�TXR�

:H� FRQWLQXH� WR� FKDUDFWHULVH� RXU� EDVH� FDVH� DV� D� µIUDJLOH�
JROGLORFNV¶�HQYLURQPHQW��)URP�DQ�DVVHW�DOORFDWLRQ�SHUVSHFWLYH��
WKLV�PHDQV� WKDW�ZH�H[SHFW������ WR�EH�D \HDU�ZKHUH�D�QLPEOH�
PRGXV�RSHUDQGL�DQG�UREXVW�GLYHUVLILHG�SRUWIROLRV�FDQ�SD\�RII�
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&25(�$66(7�&/$66�9,(:6�	�)$&725�(;32685(
&RUH�DVVHW�FODVV�YLHZV�

)DFWRU�H[SRVXUH�

� 7KH�FRUH�DVVHW�FODVV�YLHZV�GDVKERDUG�UHIOHFWV�WKH�NH\�YLHZV�DQG�GHFLVLRQV�RI�WKH�,QYHVWPHQW�&RPPLWWHH�RI�WKH�0XOWL�$VVHW�WHDP�DW�0$46�
� 7KH�IDFWRU�H[SRVXUH�VKRZQ�LV�IRU�DQ�XQFRQVWUDLQHG�WKHRUHWLFDO�SRUWIROLR��GHULYHG�IURP�FRUH�DVVHW�FODVV�YLHZV��7KHVH�IDFWRUV�ZLOO�EH�SURMHFWHG�RQWR�
LQGLYLGXDO�SRUWIROLRV�FRQVLGHULQJ�FRQVWUDLQWV��6RPH�VSHFLILF�WDFWLFDO WUDGHV�PD\�EH�LPSOHPHQWHG�LQ�DGGLWLRQ�DQG�ZLOO�QRW�EH�YLVLEOH�LQ�WKH�IDFWRU�SURILOH��
6XFK�WUDGHV DUH�OLVWHG�DW�WKH�EDFN�RI�WKLV�SXEOLFDWLRQ�
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63(&,),&�7$&7,&$/�75$'(6�

� 6SHFLILF�WDFWLFDO WUDGHV�DUH LPSOHPHQWHG�LQ�DGGLWLRQ�WR�WKH�FRUH�DVVHW�FODVV�YLHZV�DQG�ZLOO�QRW�EH�YLVLEOH�LQ�WKH�IDFWRU�SURILOHV�VKRZQ�HOVHZKHUH�LQ�WKH�
GRFXPHQW�
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29(59,(:�2)�.(<�9,(:�&+$1*(6�,1�129(0%(5�����

7KH�%133�$0�0$46�WHDP�WRRN�WKH�IROORZLQJ�DVVHW�DOORFDWLRQ�GHFLVLRQV�

129(0%(5�

&25(�$66(7�&/$66�9,(:6�

/21*�(08�(48,7< &/26(' ��������

x 6LQFH�RXU�PDUNHW�WHPSHUDWXUH�DQG�PDUNHW�WLPLQJ�LQGLFDWRUV�VXJJHVW�D�ULVN�RI�D�VKRUW�WHUP�SXOO�EDFN��ZH�FXW�RXU�
WDFWLFDO ORQJ�SRVLWLRQ�LQ�(08�HTXLWLHV�

63(&,),&�7$&7,&$/�9,(:6�

1R�FKDQJH
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9LHZV�H[SUHVVHG�DUH�WKRVH�RI�WKH�,QYHVWPHQW�&RPPLWWHH�RI�0$46��DV�RI�'HFHPEHU�������,QGLYLGXDO�SRUWIROLR�PDQDJHPHQW�WHDPV RXWVLGH�RI�0$46
PD\�KROG�GLIIHUHQW�YLHZV�DQG�PD\�PDNH�GLIIHUHQW�LQYHVWPHQW�GHFLVLRQV�IRU�GLIIHUHQW�FOLHQWV�

',6&/$,0(5
%13� 3$5,%$6� $66(7� 0$1$*(0(17� 8.� /LPLWHG�� ´WKH� LQYHVWPHQW� FRPSDQ\µ�� LV� DXWKRULVHG� DQG� UHJXODWHG� E\� WKH� )LQDQFLDO� &RQGXFW�
$XWKRULW\� 5HJLVWHUHG�LQ�(QJODQG�1R������������UHJLVWHUHG�RIILFH����$OGHUPDQEXU\�6TXDUH��/RQGRQ��(QJODQG��(&�9��%3��8QLWHG�.LQJGRP��

7KLV�PDWHULDO�LV�LVVXHG�DQG�KDV�EHHQ�SUHSDUHG�E\�WKH�LQYHVWPHQW�FRPSDQ\��7KLV�PDWHULDO�LV�SURGXFHG�IRU�LQIRUPDWLRQ�SXUSRVHV�RQO\�DQG�GRHV QRW�FRQVWLWXWH�
�� DQ�RIIHU�WR�EX\�QRU�D�VROLFLWDWLRQ�WR�VHOO��QRU�VKDOO�LW�IRUP�WKH�EDVLV�RI�RU�EH�UHOLHG�XSRQ�LQ�FRQQHFWLRQ�ZLWK�DQ\�FRQWUDFW RU FRPPLWPHQW�ZKDWVRHYHU�RU
�� LQYHVWPHQW�DGYLFH�

2SLQLRQV�LQFOXGHG�LQ�WKLV�PDWHULDO�FRQVWLWXWH�WKH�MXGJPHQW�RI�WKH LQYHVWPHQW�FRPSDQ\�DW�WKH�WLPH�VSHFLILHG�DQG�PD\�EH�VXEMHFW�WR�FKDQJH�ZLWKRXW�QRWLFH� 7KH�
LQYHVWPHQW�FRPSDQ\�LV�QRW�REOLJHG�WR�XSGDWH�RU�DOWHU�WKH�LQIRUPDWLRQ�RU�RSLQLRQV�FRQWDLQHG�ZLWKLQ�WKLV�PDWHULDO��,QYHVWRUV�VKRXOG�FRQVXOW�WKHLU�RZQ�OHJDO�DQG�WD[�
DGYLVRUV�LQ�UHVSHFW�RI�OHJDO��DFFRXQWLQJ��GRPLFLOH�DQG�WD[�DGYLFH�SULRU�WR�LQYHVWLQJ�LQ�WKH�ILQDQFLDO�LQVWUXPHQW�V��LQ�RUGHU�WR PDNH�DQ�LQGHSHQGHQW�GHWHUPLQDWLRQ�RI�WKH�
VXLWDELOLW\�DQG�FRQVHTXHQFHV�RI�DQ�LQYHVWPHQW�WKHUHLQ��LI�SHUPLWWHG��3OHDVH�QRWH�WKDW�GLIIHUHQW�W\SHV�RI�LQYHVWPHQWV��LI�FRQWDLQHG�ZLWKLQ�WKLV�PDWHULDO��LQYROYH�YDU\LQJ�
GHJUHHV�RI�ULVN�DQG�WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�DQ\�VSHFLILF�LQYHVWPHQW�PD\�HLWKHU�EH�VXLWDEOH��DSSURSULDWH�RU�SURILWDEOH�IRU�DQ�LQYHVWRU¶V�LQYHVWPHQW�SRUWIROLR�

*LYHQ�WKH�HFRQRPLF�DQG�PDUNHW�ULVNV��WKHUH�FDQ�EH�QR�DVVXUDQFH�WKDW�WKH�ILQDQFLDO�LQVWUXPHQW�V��ZLOO�DFKLHYH�LWV�WKHLU�LQYHVWPHQW�REMHFWLYHV��5HWXUQV�PD\�EH�DIIHFWHG�
E\��DPRQJVW�RWKHU�WKLQJV��LQYHVWPHQW�VWUDWHJLHV�RU�REMHFWLYHV�RI�WKH�ILQDQFLDO�LQVWUXPHQW�V��DQG�PDWHULDO�PDUNHW�DQG�HFRQRPLF�FRQGLWLRQV��LQFOXGLQJ�LQWHUHVW�UDWHV��
PDUNHW�WHUPV�DQG�JHQHUDO�PDUNHW�FRQGLWLRQV��7KH�GLIIHUHQW�VWUDWHJLHV�DSSOLHG�WR�WKH�ILQDQFLDO�LQVWUXPHQWV�PD\�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�UHVXOWV�SRUWUD\HG�LQ�WKLV�
PDWHULDO�

7KLV�GRFXPHQW�LV�GLUHFWHG�RQO\�DW�SHUVRQ�V��ZKR�KDYH�SURIHVVLRQDO�H[SHULHQFH�LQ�PDWWHUV�UHODWLQJ�WR�LQYHVWPHQWV��³UHOHYDQW�SHUVRQV´�� $Q\�LQYHVWPHQW�RU�LQYHVWPHQW�
DFWLYLW\� WR�ZKLFK� WKLV�GRFXPHQW� UHODWHV� LV�DYDLODEOH�RQO\� WR�DQG�ZLOO� EH�HQJDJHG� LQ�RQO\�ZLWK�3URIHVVLRQDO�&OLHQWV�DV�GHILQHG� LQ� WKH� UXOHV�RI� WKH�)LQDQFLDO�&RQGXFW�
$XWKRULW\��$Q\�SHUVRQ�ZKR�LV�QRW�D�UHOHYDQW�SHUVRQ�VKRXOG�QRW�DFW�RU�UHO\�RQ�WKLV�GRFXPHQW�RU�DQ\�RI�LWV�FRQWHQWV�

$OO�LQIRUPDWLRQ�UHIHUUHG�WR�LQ�WKH�SUHVHQW�GRFXPHQW�LV�DYDLODEOH�RQ�ZZZ�EQSSDULEDV�DP�FRP�

$V�DW�'HFHPEHU������

��%13�3DULEDV�$VVHW�0DQDJHPHQW�8.�/LPLWHG�����


