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6WRFNV�UHFHQWO\�FORVHG�WKH�VHFRQG�TXDUWHU�DQG�
ILUVW�KDOI�RI�WKH�\HDU�RQ�D�VRXU�QRWH��)RU�WKH�
TXDUWHU��VWRFNV�IHOO����RXW�RI����ZHHNV��,W�GRHVQ
W�
JHW�PXFK�ZRUVH�WKDQ�WKDW��4��ZDV�WKH�ZRUVW�
TXDUWHU�VLQFH�WKH�EUXQW�RI�WKH�SDQGHPLF�LQ�������
DQG�WKH�ILUVW�KDOI�RI������ZDV�WKH�ZRUVW�IRU�VWRFNV�
VLQFH��������7KH�6	3�HQGHG�4��GRZQ��������
DQG�WKH�1$6'$4�����ZDV�GRZQ����� 
 
5LVLQJ�LQIODWLRQ�KDV�EHHQ�EHKLQG�PXFK�RI�WKH�
VOXPS�IRU�WKH�EURDGHU�PDUNHW�WKLV�\HDU�DV�
EXVLQHVVHV�UDLVH�SULFHV�RQ�HYHU\WKLQJ�IURP�IRRG�
WR�FORWKLQJ�DQG�FRQVXPHUV�DUH�VTXHH]HG�WLJKWHU��
7KH�)HG�KDV�VWDUWHG�KLNLQJ�UDWHV��EXW�VR�IDU�
LQIODWLRQ�UHPDLQV�VWXEERUQO\�KRW��$�PHDVXUH�RI�
LQIODWLRQ�WKDW�LV�FORVHO\�WUDFNHG�E\�WKH�)HGHUDO�
5HVHUYH�URVH������LQ�0D\�IURP�D�\HDU�HDUOLHU��
XQFKDQJHG�IURP�LWV�OHYHO�LQ�$SULO��:H�DUH�DOVR�
VHHLQJ�VRPH�DIIHFW�RQ�VHQWLPHQW��DV�KLJK�HQHUJ\�
DQG�JRRG�SULFHV�VXFN�WKH�RSWLPLVP�IURP�WKH�86�
FRQVXPHU��&RQVXPHU�FRQILGHQFH�VOLSSHG�WR�LWV�
ORZHVW�OHYHO�LQ����PRQWKV��,QYHVWRUV�DUH�ZRUULHG�
WKDW�WKH�8�6��FRXOG�VOLS�LQWR�D�UHFHVVLRQ�DV�
LQIODWLRQ�KXUWV�EXVLQHVVHV�DQG�FRQVXPHUV��$�NH\�
FRQFHUQ�LQYROYHV�WKH�)HG¶V�LQWHUHVW�UDWH�KLNHV��
ZKLFK�FRXOG�VODP�WKH�EUDNHV�RQ�HFRQRPLF�JURZWK�
WRR�PXFK�DQG�DFWXDOO\�EULQJ�RQ�D�UHFHVVLRQ� 
 
7KH�(FRQRP\��(DUQLQJV��5DWHV��DQG�WKH�)HG 
7KH�8�6��HFRQRP\�VKUDQN������LQ�WKH�ILUVW�
TXDUWHU�DQG�ZHDN�FRQVXPHU�VSHQGLQJ�ZDV�D�NH\�
SDUW�RI�WKDW�FRQWUDFWLRQ��7KH�HFRQRP\�KDG�EHHQ�
FKXJJLQJ�DORQJ�IDLUO\�ZHOO�XQWLO�-XQH��ZKLFK�KDV�
VHHQ�WKH�HFRQRP\�KLW�D�SURYHUELDO�LFHEHUJ�� 
5HDO-WLPH�GDWD�VXJJHVW�WKH�HFRQRP\�FRXOG�SRVW�
QHJDWLYH�JURZWK�LQ�4��DV�ZHOO—WKH�WHFKQLFDO�
GHILQLWLRQ�RI�D�UHFHVVLRQ��%XW�ZLWK�LQIODWLRQ�
UHPDLQLQJ�VWXEERUQO\�KLJK—WKH�)HG�LV�VWLOO�
IRUFHG�WR�FRPEDW�WKLV�IRH�ZLWK�DW�OHDVW�RQH�PRUH�
UDWH�KLNH�WKLV�PRQWK� 
 
7KH�FRPELQDWLRQ�RI�LQIODWLRQ�DQG�UDWH�KLNHV�KDV�
SUHVVXUHG�WKH�ILQDQFLDO�PDUNHWV�WKDW�KDYH�EHHQ�
XVHG�WR�D�IULHQGO\�)HG�WKDW�KDG�EHHQ�VXSSRUWLYH�

DQG�VWLPXODWLYH�IRU�RYHU�D�GHFDGH��:LWK�WKH�)HG�
IRUFHG�WR�KLNH�DQG�XQDEOH�WR�SDXVH�XQWLO�LQIODWLRQ�
LV�WDPHG—7UHDVXU\�%RQGV�KDYH�SRVWHG�WKHLU�
ZRUVW�ILUVW�KDOI�VLQFH������EDVHG�RQ�HVWLPDWHG�
IURP�'HXWVFKH�%DQN���7KDW�LV�QRW�W\SR��'RZQ�
����RQ�WKH�\HDU�ERQGV�KDYH�EHHQ�OLWWOH�KHOS�VR�
IDU�LQ������ 
 
7KH�JRRG�QHZV�LV��DQG�WKHUH�LV�VRPH�JRRG�QHZV��
LV�WKDW�WKH�ERQG�PDUNHW�ORRNV�OLNH�LW�KDV�ILQDOO\�
VWDELOL]HG��ZLWK�SULFHV�ILUPLQJ�DQG�ERQG�\LHOGV�
FRPLQJ�GRZQ�D�ELW��7KLV�KDV�KHOSHG�PRUWJDJH�
UDWHV�SXOO�EDFN�IURP�WKH�����OHYHO��DQG�DOORZHG�
VWRFNV�WR�ILQDOO\�VWDELOL]H�ZLWK�WKH�SUHVVXUH�RI�
ULVLQJ�UDWHV�DEDWLQJ�IRU�QRZ��7KH�SUREOHP�DQG�WKH�
IHDU�RI�FRXUVH��LV�WKDW�ERQGV�\LHOGV�DUH�IDOOLQJ�
EHFDXVH�D�UHFHVVLRQ�LV�LPPLQHQW� 
 
:H�UHDOO\�DUH�LQ�XQFKDUWHG�WHUULWRU\��DV�WKH�
HFRQRP\�LV�LQGHHG�VKRZLQJ�VLJQV�RI�VORZLQJ��EXW�
HPSOR\PHQW�UHPDLQV�VWURQJ��-REV�DUH�SOHQWLIXO�
DQG�XQHPSOR\PHQW�LV�ORZ��,I�WKH�ODERU�PDUNHW�
KROGV�VWURQJ�LQ�WKH�IDFH�RI�VORZLQJ�JURZWK��ZH�
FRXOG�DYRLG�UHFHVVLRQ��RU�DW�OHDVW�D�EDG�RQH���DQG�
WKLV�LQ�WXUQ�FRXOG�KHOS�VWRFNV�DYRLG�D�EUXWDO�
GHFOLQH�LQ�HDUQLQJV��,I�WKDW�LV�WKH�FDVH��WKH�PDUNHW�
FRXOG�EH�YHU\�QHDU�DQ�LPSRUWDQW�ORZ�DOUHDG\��,Q�
RXU�RSLQLRQ�WKH�ODERU�PDUNHW�LV�WKH�SRLQW�RQ�
ZKLFK�WKH�HFRQRP\�DQG�PDUNHW�ZLOO�WXUQ� 
 
7KH�)HG�LV�OLNHO\�WR�KLNH�UDWHV�DJDLQ�WKLV�PRQWK��
SRVVLEO\�E\����EDVLV�SRLQWV��*LYHQ�WKDW�PDQ\�
FRPPRGLWLHV�LQFOXGLQJ�RLO�KDYH�QRZ�GHFOLQHG�
VLJQLILFDQWO\—WKLV�PD\�JLYH�WKH�)HG�WR�SDXVH�LWV�
KLNH�F\FOH�DIWHU�WKLV�PRQWK¶V�PRYH��6R�LI�
LQIODWLRQ�LV�ILQDOO\�PRGHUDWLQJ�LW�PD\�DOORZ�WKH�
)HG�WR�EHFRPH�OHVV�DJJUHVVLYH�RQ�UDWHV�DQG�JLYH�
WKH�PDUNHW�IXUWKHU�URRP�WR�VWDELOL]H�DQG�UDOO\� 
 
,QYHVWPHQW�6WUDWHJ\ 
)RU�PXFK�RI������ZH��KDYH�EHHQ�WLJKWHQLQJ�XS�
RXU�SRUWIROLR�KROGLQJV��RZQLQJ�MXVW�WKH�IXQGV�DQG�
LQGLYLGXDO�VWRFN�QDPHV�ZH�KDG�WKH�KLJKHVW�
FRQYLFWLRQ�RQ��:H�VWLOO�KDYH�QRW�VWDUWHG�WR�
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*RRG�%\H�DQG�*RRG�5LGGDQFH�WR�
4���6WRFN�0DUNHW�3RVWV�:RUVW��VW�
+DOI�6LQFH�������:KDW�LV�1H[W" 



+DPLOWRQ-%DWHV� 
0DUNHW�8SGDWH 

3�2��%2;��� 0HUW]WRZQ��3$������ ������������ ZZZ�KELU�FRP 

� 

FRPPLW�VLJQLILFDQW�QHZ�FDVK�LQWR�WKH�PDUNHW��
HYHQ�WKRXJK�ZH�H[SHFW�D�UHOLHI�UDOO\�LQ�FRPLQJ�
ZHHNV��7KH�UHDVRQ�LV�WKDW�ZH�EHOLHYH�LW�LV�VWLOO�WRR�
HDUO\�WR�GHFODUH�DQ\�µDOO�FOHDU¶��ZKLFK�ZLOO�RQO\�
FRPH�DV�ZH�GLVFHUQ�WKH�QDWXUH�RI�ZKDW�LV�
KDSSHQLQJ�LQ�WKH�ODERU�PDUNHW��$V�ZH�JHW�FODULW\�
WKHUH��LW�ZLOO�DOORZ�XV�WR�IOHVK�RXW�RXU�
H[SHFWDWLRQV�IRU�WKH�HFRQRP\�DQG�HDUQLQJV—DQG�
JHW�D�EHWWHU�IHHO�IRU�ZKHUH�VWRFNV�FRXOG�ERWWRP� 
 
:H�VWLOO�SUHIHU�LQYHVWLQJ�LQ�FRPSDQLHV�WKDW�DUH�
UHDVRQDEO\�SULFHG��SD\�GLYLGHQGV��DQG�KDYH�D�
VROLG�EDODQFH�VKHHW�DQG�FDVK-�IORZ��7KHVH�
FRPSDQ\¶V�DUH�PRUH�UHVLVWDQW�WR�OLTXLGLW\�
GRZQWXUQV��DQG�KDYH�WKH�ZKHUHZLWKDO�WR�
ZLWKVWDQG�D�WRXJK�HQYLURQPHQW��7KXV�WKHVH�
FRPSDQLHV�FDQ�KDQGOH�HFRQRPLF�ZHDNQHVV��� 
 
7KLV�PHDQV�LQ�WHUPV�RI�PXWXDO�IXQGV�ZH�OLNH-
*URZWK-,QFRPH��(TXLW\�,QFRPH��DQG�%DODQFHG�
)XQGV��:KHQ�LW�FRPHV�WR�LQGLYLGXDO�VWRFNV��IRU�
WKRVH�DFFRXQWV�WKDW�RZQ�WKHP��WKH�W\SH�RI�
FRPSDQLHV�ZH�DUH�IRFXV�RQ�DUH�OHDGHUV�QRZ�DQG�
OLNHO\�WR�UHPDLQ�OHDGHUV�ILYH�\HDUV�IURP�QRZ���
$SSOH��+RPH�'HSRW��-RKQVRQ�	�-RKQVRQ��3IL]HU��
/LOO\��$PJHQ��$EEYLH��0LFURVRIW��&KHYURQ�DUH�
H[DPSOHV�RI�WKH�W\SHV�RI�FRPSDQLHV�ZH�ZDQW�WR�
RZQ��DQG�DUH�WKH�W\SHV�RI�FRPSDQLHV�ZH�ZDQW�WR�
VHH�LQVLGH�WKH�IXQGV�ZH�RZQ��7KHVH�FRPSDQLHV�
DUH�ZRUWK�RZQLQJ�QRZ�DQG�LQWR�WKH�IXWXUH�� 
 
:H�PHQWLRQHG�SUHYLRXVO\�WKDW������KDV�VHHQ�WKH�
ZRUVW�ILUVW�KDOI�RI�D�\HDU�VLQFH�������DQG�WKH�
ZRUVW�ILUVW�KDOI�RI�D�\HDU�IRU�ERQGV�LQ�OLNH�IRUHYHU�
�RU�DW�OHDVW�VLQFH���������7KDW�LV�D�ORW�RI�SDLQ�IRU�
WKH�ILQDQFLDO�PDUNHWV��7KH�JRRG�QHZV�LV�WKDW�LI�
ZH�FDQ�DYRLG�D�UHFHVVLRQ��D�ORW�RI�WKH�GDPDJH�KDV�
EHHQ�GRZQ�DQG�VWRFNV�DUH�OLNHO\�WR�ERWWRP�DQG�
UDOO\�RYHU�WKH�QH[W�IHZ�PRQWKV��)XUWKHUPRUH��D�
EDG��VW�KDOI�KDV�VHHQ�VWRFNV�JDLQ�����RQ�DYHUDJH�
LQ�WKH�VHFRQG�KDOI��DQG�WKH��4�LQ�PLG-WHUP�
HOHFWLRQ�\HDUV�KDYH�EHHQ�YHU\�VWURQJ��:H�EHOLHYH�
WKHUH�LV�GRXEOH�GLJLW�XSVLGH�LQWR�\HDU�HQG��DQG�LI�
WKH�PDUNHW�ZHDNHQV�DQ\�IXUWKHU�IURP�LWV�UHFHQW�

ORZV��LW�ZRXOG�GHILQLWHO\�EH�D�WLPH�WR�EHJLQ�
DGGLQJ�WR�SRVLWLRQV��,I�ZH�KDYH�D�UHFHVVLRQ��LW�ZLOO�
EH�DQ�RGG�VRUW�RI�UHFHVVLRQ��)LUVW�RI�DOO��QRERG\�LV�
ORVLQJ�WKHLU�MREV��WKH�ODERU�PDUNHW�LV�TXLWH�VWURQJ��
7KHUH�DUH�VWLOO�WZR�MRE�RSHQLQJV�IRU�HYHU\�
DSSOLFDQW��,�WKLQN�WKLV�LV�D�IXQFWLRQ�RI�WKH�ODJJHG�
HIIHFWV�RI�WKH�SDQGHPLF�VSHQGLQJ��DQG�LW�ZLOO�
UHWXUQ�WR�QRUPDO�RYHU�WLPH��%XW�ULJKW�QRZ��ZH�
KDYH�OHDGLQJ�LQGLFDWRUV��VORZLQJ�ZKLOH�WKH�MRE�
PDUNHW�LV�VWLOO�SUHWW\�VWURQJ� 
 
7KH�)HG�LV�VWLOO�ILJKWLQJ�LQIODWLRQ�EXW�ZLOO�OLNHO\�
SDXVH�DIWHU�WKH�QH[W�KLNH�RU�VR��,I�LQIODWLRQ�
GRHV�PRGHUDWH�ZH�EHOLHYH�VWRFNV�ZLOO�UDOO\�
VLJQLILFDQWO\��:KLOH�ZH�EHOLHYH�LW�LV�VWLOO�WRR�
HDUO\�WR�FRPH�RXW�RI�D�GHIHQVLYH�VWDQFH��LWV�QRW�
WRR�HDUO\�WR�VWDUW�SODQQLQJ�DQG�JUDEELQJ�VHOHFW�
ORQJ�RSSRUWXQLWLHV�DV�SULFHV�GLFWDWH���
$UJXDEO\��QRZ�LV�WKH�WLPH�WR�SODQ�RQ�JHWWLQJ�
ORQJ�VWRFNV��5HPHPEHU��WKH�VWRFN�PDUNHW�
IROORZV�OLTXLGLW\��DQG�LI�UDWH�KLNHV�DUH�SHDNLQJ�
RU�LQ�WKH�SURFHVV�RI�SHDNLQJ��EX\LQJ�VWRFNV�
EHFRPHV�D�PXFK�EHWWHU�ULVN-UHZDUG�������KDV�
EHHQ�D�SDLQIXO�\HDU�VR�IDU��ZH�EHOLHYH�WKDW�ZH�
DUH�QHDULQJ�WKH�HQG�RI�WKDW�SDLQ��$W�WLPHV�OLNH�
WKLV�NHHS�LQ�PLQG�WKDW�DIWHU�ELJ�GHFOLQHV�FRPH�
ELJJHU�UDOOLHV���,W�VRXQGV�OLNH�D�VLOO\�PDUNHW�WURSH��
EXW�LWV�WUXH�DQG�IRU�ORQJ-WHUP�LQYHVWRUV�LV�YHU\�
LPSRUWDQW�WR�NHHS�LQ�PLQG��'HFOLQHV�DUH�
RSSRUWXQLW\�IRU�WKH�GLVFLSOLQHG� 
 
 
(GLWRU¶V�1RWH���$V�DOZD\V��LI�DQ\RQH�UHDGLQJ�WKLV�
KDV�VSHFLILF�FRQFHUQV�DERXW�WKH�PDUNHW��LQIODWLRQ��
DQG�WKHLU�SRUWIROLR—SOHDVH�FRQWDFW�XV� 
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0DUNHW�&KDUWV� 

'LVFORVXUHV� 
7KLV�UHSRUW�KDV�EHHQ�SURGXFHG�DQG�FRPSLOHG�E\�+DPLOWRQ-%DWHV�RQ�D�EHVW�HIIRUWV�EDVLV��DQG�LV�SURYLGHG�IRU�LQIRUPDWLRQ�SXUSRVHV�RQO\��8QGHU�
QR�FLUFXPVWDQFHV�LV�LW�WR�EH�XVHG�RU�FRQVLGHUHG�DV�DQ�RIIHU�WR�VHOO��RU�D�VROLFLWDWLRQ�RI�DQ\�RIIHU�WR�EX\��:KLOH�DOO�UHDVRQDEOH�FDUH�KDV�EHHQ�WDNHQ�
WR�HQVXUH�WKDW�WKH�LQIRUPDWLRQ�FRQWDLQHG�KHUHLQ�LV�QRW�XQWUXH�RU�PLVOHDGLQJ�DW�WKH�WLPH�RI�SXEOLFDWLRQ��ZH�PDNH�QR�UHSUHVHQWDWLRQ�DV�WR�LWV�DFFX�
UDF\�RU�FRPSOHWHQHVV�DQG�LW�VKRXOG�QRW�EH�UHOLHG�XSRQ�DV�VXFK��7KH�LQYHVWPHQWV�UHIHUUHG�WR�KHUHLQ�PD\�QRW�EH�VXLWDEOH�LQYHVWPHQWV�IRU�DOO�
SHUVRQV�DFFHVVLQJ�WKHVH�SDJHV��<RX�VKRXOG�FDUHIXOO\�FRQVLGHU�ZKHWKHU�DOO�RU�DQ\�RI�WKHVH�DUH�VXLWDEOH�LQYHVWPHQWV�IRU�\RX�DQG�LI�LQ�DQ\�GRXEW�
FRQVXOW�DQ�LQGHSHQGHQW�DGYLVHU��7KLV�UHSRUW�LV�SUHSDUHG�VROHO\�IRU�WKH�LQIRUPDWLRQ�RI�FOLHQWV�RI�+DPLOWRQ-%DWHV�DQG�UHDGHUV�DUH�H[SHFWHG�WR�
PDNH�WKHLU�RZQ�LQYHVWPHQW�GHFLVLRQV�DIWHU�FRQVXOWLQJ�ZLWK�WKHLU�SHUVRQDO�ILQDQFLDO�DGYLVRU�DQG�ZLWKRXW�UHOLDQFH�RQ�WKLV�UHSRUW� 

%RQG�<LHOGV��7RS� 
)LQDOO\�LW�ORRNV�DV�WKRXJK�
WKH�UHOHQWOHVV�WUHQG�RI�
ULVLQJ�\LHOGV�KDV�EHHQ�
EURNHQ—DW�OHDVW�IRU�QRZ���
7KH���-\HDU�\LHOG�KDV�
GURSSHG�RYHU���ES�IURP�
�����WR�������DOORZLQJ�
PRUWJDJH�UDWHV�WR�FRPH�
GRZQ�DQG�WDNLQJ�VRPH�
SUHVVXUH�RII�RI�VWRFNV� 
%RQG�\LHOGV�PRGHUDWLQJ�
LV�NH\�VWRFNV�KDYLQJ�D�
JRRG�FKDQFH�WR�UDOO\�� 
 
 
6	3������%RWWRP� 
7KH�FRUUHFWLRQ�JRW� 
8QGHUZD\�SUHWW\�PXFK�
ULJKW�RXW�RI�WKH�JDWH�LQ�
������DQG�HQGHG�WKH�VHF�
RQG�TXDUWHU�ZLWK�WKH�6	3�
GRZQ������:LWK�\LHOGV�
ILQDOO\�VWDUWLQJ�WR�FRPH�
GRZQ��WKH�VWRFN�PDUNHW�
KDV�EHHQ�DEOH�WR�VWDELOL]H�
LQ�HDUO\�-XO\���:H�EHOLHYH�
-XO\�DQG�$XJ�VKRXOG�VHH�
VWUHQJWK�LQ�VWRFNV��ZLWK�
WKH�6	3�OLNHO\�WR�ULVH�
WRZDUG�WKH������OHYHO�
DQG�SRVVLEO\�DERYH� 


