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6XPPDU\ ΖQWHOOLJHQFH

0DFUR�2YHUYLHZ

2Q��&KDLQ�$QDO\VLV

7HFKQLFDO�/HYHOV

0RPHQWXP�	�6HQWLPHQW

0RQH\�)ORZV�	�7KHPHV

1RWDEOH�1HZV

7KH�6�)�ΖQWHOOLJHQFH�UHSRUW�H[DPLQHV�GLJLWDO�DVVHW�QHWZRUNV�XVLQJ�RQ��FKDLQ�DQDO\VLV��WHFKQLFDO�WRROV��DQG�SURSULHWDU\�LQGLFDWRUV��:H�DLPb
WR�SURYLGH�LQVLJKW�LQWR�ZKDW�PHWULFV�ZH�DUH�FXUUHQWO\�ZDWFKLQJ�DQG�ZK\�ZH�DUH�IRFXVHG�RQ�WKHP��%\�H[WUDFWLQJ�WUHQGV�LQ�ERWK�TXDOLWDWLYHb
DQG�TXDQWLWDWLYH�PDQQHUV��ZH�FDQ�LGHQWLI\�RSSRUWXQLWLHV�ZKLOH�SURSHUO\�QDYLJDWLQJ�XQFHUWDLQ�PDUNHW�FRQGLWLRQV�

)URP�DQ�RQ��FKDLQ�SHUVSHFWLYH��WHFKQLFDO�LQGLFDWRUV�VLJQDO�ORQJ��WHUP�LQYHVWRUV�PDLQWDLQ�WKHLUb
FRQYLFWLRQ�DV�WKH�%LWFRLQ�VXSSO\�KHOG�IRU�DW�OHDVW�VL[�PRQWKV�KDV�UHDFKHG�D�QHZ�DOO��WLPH�KLJK�RIb
������
:KLOH�SULFH�PRPHQWXP�LQWR�0DUFK�KLQWHG�DW�D�SRWHQWLDO�FKDQJH�LQ�GHPDQG��RXU�RQ��FKDLQ�YDOXHb
GD\V�GHVWUR\HG�PRGHO�VLJQDOV�PDUNHW�DFFXPXODWLRQ�FRQGLWLRQV�

0DFUR�3HUIRUPDQFH 3DJH��

3DJH��

3DJH��

3DJHV����

3DJH��

3DJH��

(FRQRPLF�VDQFWLRQV�EURXJKW�DERXW�E\�8NUDLQH�DQG�5XVVLD�FRQȵLFW�OHG�WR�WKH�5XVVLDQ�5XEOHb
H[SHULHQFLQJ�PRUH�WKDQ�D�����GHFOLQH�YV��WKH��86�GROODU�
%LWFRLQ�LV�QRZ�WKH���WK�ODUJHVW�FXUUHQF\�E\�PDUNHW�FDS��VXUSDVVLQJ�WKH�5XEOH�
$V�JOREDO�GHPDQG�IRU�8QLWHG�6WDWHV�GROODUV�FRQWLQXHV��ZH�VHH�H[SORVLYH�JURZWK�LQ�WKH�VWDEOHFRLQb
PDUNHW�FDS��7KH�WRWDO�VWDEOHFRLQ�PDUNHW�FDS�VXUSDVVHG������ELOOLRQ�ODVW�\HDU��DQG�ZH�H[SHFW�Db
JURZLQJ�SHUFHQWDJH�RI�FLUFXODWLQJ�FRLQ�VXSSO\�ZLOO�ȴQG�LWV�ZD\�LQWR�VPDUW�FRQWUDFWV�LQ�'H)L�

%LWFRLQ��(WKHUHXP��/D\HU��V��DQG�RWKHU�GLJLWDO�DVVHW�KHDGOLQHV�

%LWFRLQ�DQG�(WKHUHXP�FRQWLQXH�WR�ZHDWKHU�WKH�WXUEXOHQFH�RI�EHDULVK�JOREDO�PDUNHW�FRQGLWLRQV�
%LWFRLQ�SULFH�DFWLRQ�FRQWLQXHV�WR�RXWSHUIRUP�(WKHUHXP�
%RWK�DVVHWV�H[SHULHQFHG�VWURQJ�UDOOLHV�DW�WKH�HQG�RI�)HEUXDU\��DQG�ZH�ZDLW�WR�VHH�LI��KLJKHU�ORZ�b
SULFH�VWUXFWXUHV�DUH�HVWDEOLVKHG�

$OW��6HDVRQ�ΖQGLFDWRU��IDYRULQJ�%LWFRLQ�FXUUHQWO\�EXW�VORZO\�VWDUWLQJ�WR�PRYH�WRZDUGV�$OWFRLQV�
S09�0RGHO��RXU�PRPHQWXP�PRGHO�KDV�ȵLSSHG�ORQJ�RQ�(7+�DQG�%7&�PXOWLSOH�WLPHV�LQ�)HEUXDU\�EXW�LV�EDFN�WRb
FDVK�FXUUHQWO\�
'HOWD�0RPHQWXP��LQGLFDWHG�UHODWLYH�SRVLWLYH�PRPHQWXP�LQ�)HEUXDU\�IRU�FHUWDLQ�*DPLQJ�SODWIRUPV�
2Q��&KDLQ�%X\LQJ�2VFLOODWRU��FXUUHQWO\�VKRZLQJ�UHWDLO�DUH�WKH�SUHGRPLQDQW�EX\HUV�RI�%7&�

&RPPRGLW\�SULFHV�VSLNHG��8�6��FUXGH�RLO�WR�WRS������SHU�EDUUHO�IRU�WKH�ȴUVW�WLPH�VLQFH������
*ROG�UDOOLHG�WR�UHFODLP�WKH�������R]�DV�WKH�PDUNHW�SDUWLFLSDQWV�SDQLF��ERXJKW�SUHFLRXV�PHWDOV�
7KH�8�6��'ROODU�KDV�KDG�VWURQJ�SHUIRUPDQFH�GULYHQ�E\�LQYHVWRUV�ȵHHLQJ�ULVN��R΍�DVVHWV�DQG�EX\LQJ�GROODUV�
7KH�\LHOG�RQ�WKH���<�7UHDVXU\�FORVHG�RXW�)HEUXDU\�DW��������DQG�FRQWLQXHG�WKH�WUHQG�GRZQ�LQWR�0DUFK�DVb
LQYHVWRUV�KDYH�EHHQ�EX\LQJ�WUHDVXULHV�DV�D�VDIH�KDYHQ�

'XULQJ�WKH�VHFRQG�KDOI�RI�)HEUXDU\��3XWLQ�RUGHUHG�KLV�PLOLWDU\�WR�LQYDGH�8NUDLQH��7KH�8�6��DQG�RWKHU�QDWLRQV�UHVSRQGHG�E\�LPSRVLQJb
VDQFWLRQV�DQG�UHPRYLQJ�VRPH�5XVVLDQ�EDQNV�IURP�WKH�6:Ζ)7�V\VWHP��$V�D�UHVXOW��PDMRU�8�6��LQGLFHV�IHOO�PRUH�WKDQ����GXULQJ�)HEUXDU\b
DQG�FRQWLQXH�WR�H[WHQG�WKRVH�ORVVHV�LQWR�0DUFK�DV�LQYHVWRUV�UHPDLQ�ZRUULHG�DERXW�WKH�5XVVLD��8NUDLQH�FULVLV��ULVLQJ�FRPPRGLW\�SULFHV�b
DQG�XQFHUWDLQW\�DURXQG�WKH�)HG
V�XSFRPLQJ�SROLF\�FKDQJHV�
'XH�WR�WKH�UHFHQW�JOREDO�HYHQWV��WKH�PDUNHW�KDG�EHHQ�VSHFXODWLQJ�D�SRWHQWLDO�SDXVH�RI�WKH�)('�SROLF\�LPSOHPHQWDWLRQ��3RZHOO�VWDWHGb
WKDW�WKH�IHG�LV�SUHSDUHG�WR�UDLVH�WKH�)('�UDWH�E\�����ESV�DQG�PRQLWRU�HFRQRPLF�FRQGLWLRQV�WR�GHWHUPLQH�IXUWKHU�DFWLRQ�
&U\SWRFXUUHQFLHV�ZHUHQȇW�LPPXQH�WR�WKH�LQLWLDO�PDUNHW�YRODWLOLW\�IURP�WKH�UHFHQW�JHRSROLWLFDO�HYHQWV��%LWFRLQ�DQG�(WKHUHXP�H[SHULHQFHGb
D�VHOO��R΍�DV�LQYHVWRUV�ZHQW�ULVN��R΍�LQ�WKHLU�SRUWIROLRV��7KH�EHJLQQLQJ�RI�0DUFK�KDV�VKRZQ�XV�WKDW�ZH�DUH�VWLOO�DPLGVW�D�UDQJLQJ�PDUNHW�b
ERXQFLQJ�EHWZHHQ�ORZHU�VXSSRUW�DQG�XSSHU�UHVLVWDQFH�OHYHOV��ΖQ�WKH�VKRUW�WHUP��PRQHWDU\�SROLF\�VSHFXODWLRQ��ZDU��DQG�ULVLQJb
FRPPRGLW\�SULFHV�FRQWLQXH�WR�FUHDWH�KHDGZLQGV�IRU�DOO�ULVN��RQ�DVVHWV��LQFOXGLQJ�GLJLWDO�DVVHWV�
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6RXUFHV��*ODVVQRGH��$OSKD9DQWDJH
$VVHWV��63<� �6	3�����444� �1$6'$4��*/'� �*ROG��8&2� �&UXGH�2LO��)%1'� �7RWDO�%RQG�0DUNHW���867� ������<5�7UHDVXU\��$OW��3HUS��)7;�� �$OWFRLQ�ΖQGH[
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2Q��&KDLQ�$QDO\VLV

3ULFH !����<HDUVb

ΖQWHOOLJHQFH

%LWFRLQ�+2'/�:DYHV�����PRQWKV���1HZ�$7+
��������<HDUV ������<HDUV ������<HDUV ������<HDUV �����<HDUV ��PRQWKV������PRQWKV

%LWFRLQ�+2'/�ZDYHV�LOOXVWUDWH�WKH���RI�%LWFRLQ�ODVW�PRYHG�ZLWKLQ�FHUWDLQbDJH�EDQGV��7KLV�FKDUW�H[FOXGHV�FRLQV�KHOG�IRU�VKRUW��WHUPb
SHULRGV�RI����PRQWKV�RU�OHVV��*ODVVQRGH�UHFRJQL]HV������GD\V�DV�WKH�WKUHVKROG�UHTXLUHG�IRU�D�FRLQ�WR�EH�FRQVLGHUHG��ORQJ��WHUP��
7KH�%LWFRLQ�VXSSO\�KHOG�IRUbDW�OHDVW�VL[�PRQWKV�KDV�UHDFKHG�D�QHZ�DOO��WLPH�KLJK�RI��������7KH�SUHYLRXV�DOO��WLPH�ZDV�VHW�LQb
2FWREHU�������7KDW�LV�URXJKO\������PLOOLRQ�FRLQV�RXW�RI�WKH�WRWDO������PLOOLRQ�%LWFRLQ�LQ�FLUFXODWLRQ�
$V�QHWZRUN�DQG�XVHU�DGRSWLRQ�FRQWLQXHV�WR�JURZ�DPLGVW�PDFURHFRQRPLF�XQFHUWDLQW\��WKH�+2'/�ZDYHV�VLJQDO�WKDW�DQ�LQFUHDVLQJb
QXPEHU�RI�LQYHVWRUV�UHFRJQL]H�%LWFRLQ
V�XWLOLW\�DV�D�ORQJ��WHUP�VWRUH�RI�YDOXH�

����
3UHYLRXV�$7+

7KHb9DOXH�'D\V�'HVWUR\HG�0XOWLSOH��SXUSOH��LGHQWLȴHV�ZKHQ�PDUNHW�FRQGLWLRQV�DUH�RYHUKHDWHG�RU�XQGHUYDOXHG�E\�FRPSDULQJb
VKRUW��WHUP�VSHQGLQJ�EHKDYLRU�WR�WKH�\HDUO\�DYHUDJH��$V�WKHbUDWH�RI�ROGHU�FRLQV�EHLQJ�VSHQW�DFFHOHUDWHV��LW�HYHQWXDOO\b
RYHUSRZHUV�PDUNHW�GHPDQG�
7KH�9DOXH�'D\V�'HVWUR\HG�PHWULF�GHFOLQHV�DV�ROGHU�FRLQV�UHPDLQ�GRUPDQW�RU�XQVSHQW�IRU�PRUH�H[WHQGHG�SHULRGV��$�KLJK�9''b
DERYH������JUH\��VLJQDOVbKLJKHU�VSHQGLQJ�DFWLYLW\�WKDQ�WKH�\HDUO\�DYHUDJH�DV�WKH�PDUNHW�KHDWV�XS��$ERYH������UHG��FDQb
LGHQWLI\�F\FOH�WRSV�ZKHQ�WKH�KLJKHVW�YROXPH�RI�FRLQV�LV�H[FKDQJHG�
$�ORZ�9''�EHORZ�������JUHHQ��RFFXUV�LQ�EHDU�PDUNHWV�GXULQJ�FRLQ�PDWXUDWLRQ�DQG�DFFXPXODWLRQ�FRQGLWLRQV���$V�XQFHUWDLQW\b
VXUURXQGLQJ�JHRSROLWLFDO�FRQȵLFWV�FRQWLQXH�WR�FUHDWH�KHDGZLQGV�IRU�GLJLWDO�DVVHWV��ZH�VHH�ORQJ��WHUP�LQYHVWRU�VHOOLQJ�SUHVVXUHb
VXEVLGH�DQG�EURDGHU�SDWWHUQV�RI�DFFXPXODWLRQ�UHVXPH�

9DOXH�'D\V�'HVWUR\HG�0XOWLSOH
+LJK�9''������3ULFH /RZ�9''������0LG�9''������ 9''�0XOWLSOH
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7HFKQLFDO�/HYHOV

7KH�ODVW�ZHHN�RI�)HEUXDU\�VDZ�%LWFRLQ�VXUJH�IURP���N�WR���N��:KLOH�%7&�KDV�IDFHG�ORZ�FRQYLFWLRQ�IRU�VHYHUDO�PRQWKV�DV�WKH�SULFHb
GHFOLQHG��ZH�UHFHQWO\�VDZ�D�SRVLWLYH�WUHQG�HPHUJH��%LWFRLQ�KDV�EHHQ�SXWWLQJ�LQ��KLJKHU�ORZV��IURP�ODWH�-DQXDU\�XQWLO�QRZ�DQG�KDV�ZHDWKHUHGb
WKH�PDFUR�WXUEXOHQFH�ZHOO��:KLOH�LW�LV�JRRG�WR�VHH�UHODWLYH�VWUHQJWK�LQ�WKHVH�PDUNHW�FRQGLWLRQV��%7&�UDQJHV�EHWZHHQ�WKH�ORZHU�VXSSRUW�DQGb
XSSHU�UHVLVWDQFH�OHYHOV��VROLGbEODFN�OLQHV���2QFH�DJDLQ��JHRSROLWLFDO�DQG�UHJXODWRU\�XQFHUWDLQW\�DUH�WZR�NH\�IDFWRUV�WKDW�D΍HFW�WKH�VKRUW��WHUPb
SULFH�RI�%LWFRLQ��:LWKRXW�D�FOHDU�EXOOLVK�FDWDO\VW��%7&�ZLOO�OLNHO\�WHVW�VRPH�RI�WKH�ORZHU�OHYHOV�RI�VXSSRUW�LQ�WKH�VKRUW�WHUP�DV�PDUNHWV�QDYLJDWHb
ERWK�ZDU�DQG�PRQHWDU\�SROLF\�

ΖQ�WKH�ODVW�UHSRUW��ZH�VDLG�WKDW�(WKHUHXP�KDG�SRWHQWLDOO\bIRXQG�LWV�ORFDO�ERWWRP�LQ�PLG��-DQXDU\��DQG�VLQFH�WKHQ��ZH�KDYH�VHHQ�LW�WHVW�XSSHUb
UHVLVWDQFH�OHYHOV�LQ�WKH�VDPH�ZD\�WKDW�%LWFRLQ�KDV��(7+�UHPDLQV�WLJKWO\�FRUUHODWHG�ZLWK�%7&
V�SULFH�DFWLRQ�DV�LW�DOVR�VKRZHG�VWUHQJWK�GXULQJ�WKHb
ȴQDO�ZHHN�RI�)HEUXDU\��:KLOH�WKH�PDUNHWV�UHPDLQ�YRODWLOH��ZH�GR�QRW�H[SHFW�D�VLJQLȴFDQW�EUHDNRXW�IRU�(7+�ZLWKRXW�WKH�VDPH�KDSSHQLQJ�IRUb
%7&��+RZHYHU��(WKHUHXP�KDV�FRQWLQXHG�WR�SHUIRUP�ZHOO��DQG�FXUUHQW�SULFHV�DUH�DOPRVW��[�KLJKHU�WKDQ�LQ�0DUFK�RI�ODVW�\HDU�

ΖQWHOOLJHQFH
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0RPHQWXP�	�6HQWLPHQW

6�)�$OW��6HDVRQ�ΖQGLFDWRU

7KH�6�)�$OW��6HDVRQ�ΖQGLFDWRU�LV�D�SURSULHWDU\�PRGHO�WKDW�PHDVXUHV�WKH�FDSLWDO�ȵRZV�EHWZHHQ�%LWFRLQ�DQG�D�EDVNHW�RI�PDMRUb
$OWFRLQV��7KLV�LQGLFDWRU�LV�HVSHFLDOO\�KHOSIXO�LQbLGHQWLI\LQJ�ZKHUH�VWUHQJWK�UHVLGHVbLQ�WKH�F\FOH�DQG�FDQ�LQGLFDWH�ZKDW�PD\b
KDSSHQ�QH[W��:KHQ�WKH�ΖQGH[�OLQHb�JUD\��LV�EHORZ�WKHbRUDQJH�OLQH��LW�VLJQDOV�UHODWLYHO\�VWURQJ�PRPHQWXP�IDYRULQJ�%LWFRLQ�YV�b
$OWFRLQV��&XUUHQWO\��WKH�LQGLFDWRU�LV�VKRZLQJ�WKDW�PRPHQWXP�PD\�EH�OHDYLQJ�%LWFRLQ�UHODWLYH�WR�$OWFRLQV�b

ΖQWHOOLJHQFH

6�)�0RPHQWXP�0RGHO��S09�

7KH�6�)�0RPHQWXP�0RGHO�LV�D�SURSULHWDU\�PRGHO�WKDWbFRPSDUHV�WKH�UHDODWLYH�SULFH�PRPHQWXP�RI�%7&�YV��(7+�YV�b
86'bRYHU�D�UROOLQJ�ZLQGRZ�WR�VXJJHVW�DQ�RSWLPDO�DOORFDWLRQ�RI�FDSLWDO�WR�HDFK�RI�WKHVH�WKUHH�DVVHWV�
7KH�HQWU\�DQG�H[LW�VLJQDOV�UHO\�RQ�WZR�PRPHQWXP�LQGLFDWRUV��RQH�VORZ�DQG�RQH�IDVW��WR�KHOS�GHWHUPLQH�SRUWIROLR�RYHU��RUb
XQGHUZHLJKW��QHVV�LQ�HDFK�RI�WKH�WKUHH�DVVHWV�
7KH�FKDUW�DERYH�VKRZV�WKH�VXJJHVWHG�GDLO\�DOORFDWLRQ�RYHU�WKH�ODVW����GD\V�
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0RPHQWXP�	�6HQWLPHQW

6�)�'HOWD�2Q��&KDLQ�%X\LQJ�2VFLOODWRU

7KH�6�)�'HOWD�2Q��&KDLQ�%X\LQJ�2VFLOODWRU�LV�D�SURSULHWDU\�PRGHO�WKDW�KHOSVbLGHQWLI\�ZKR�LV�FXUUHQWO\�EX\LQJ�%LWFRLQ�RQ��
FKDLQ��$bKLJKHU�UHDGLQJ�RI�WKH�LQGLFDWRU�PHDQV�WKDWbZKDOHV�DQG�UHWDLO�DUH�DFFXPXODWLQJ�FRLQV��ZKLOH�DbORZHU�YDOXH�PHDQVb
WKDW�UHWDLO�LV�SUHGRPLQDQWO\�EX\LQJ�

7KH�FKDUW�DERYH�VKRZV�ZKHUH�PRVW�ZKDOHV�VWDUW�EX\LQJ��RUDQJH�FLUFOHV��DQG�VORZ�GRZQ�RU�VHOO��EOXH�FLUFOHV���:KHQ�WKH\�VORZb
GRZQ�WKHLU�EX\V��WKH�LQGLFDWRU�GHFOLQHV�XQWLO�WKH\�UHVXPH�WKHLU�DFFXPXODWLRQ��6PDUW�PRQH\�WHQGV�WR�VWRS�DFFXPXODWLQJ�EHIRUHb
SULFH�SHDNV��EODFN�OLQH���DQG�UHWDLO�)202�SURYLGHV�WKHP�ZLWK�WKHLU�H[LW�OLTXLGLW\�b$�UHDGLQJ�DERYH�����LQGLFDWHV�WKDW�ZKDOHVb
PLJKW�KDYH�UHWXUQHG�RU�WKDW�ZH�PD\�KDYH�H[SHULHQFHG�D�SRVVLEOH�ERWWRP�

%LWFRLQ�3ULFH VG��2%�2VFLOODWRU

<LHOG�)DUPLQJ
$Ζ�	�%LJb
'DWD

*DPLQJ�7RNHQV 3ULYDF\�&RLQV 6PDUW�&RQWUDFW�3ODWIRUPV

ΖQWHOOLJHQFH
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6�)�'HOWD�6HFWRU�0RPHQWXP

-DQXDU\'HFHPEHU1RYHPEHU2FWREHU6HSWHPEHU )HEUXDU\

7KH�6�)�'HOWD�6HFWRU�0RPHQWXP�ΖQGLFDWRU�LV�D�SURSULHWDU\�VHFWRU�URWDWLRQ�LQGH[�b7KLV�WRRO�PHDVXUHV�ZKLFK�VHFWRUVb
DFURVV�WKH�GLJLWDO�DVVHW�VSDFH�VKRZ�WKH�KLJKHVW�OLNHOLKRRG�RI�SULFH�DSSUHFLDWLRQ�b7KH�LQGLFDWRU�WUDFNV�WKHVH�VHFWRUV�RYHU�Db
UROOLQJ����ZHHNV�SHULRG�WR�FDSWXUH�DQ�RYHUDUFKLQJ�SLFWXUH�RI�FXUUHQW�DQG�SDVW�PRPHQWXP�WUHQGV�LQ�FU\SWR��6KRZQ�DERYHb
LV�D�VQDSVKRW�RI�WKH�SDVW������GD\�SHULRG�b$�KLJK�UHDGLQJ�RQ�WKH�LQGLFDWRU�PHDQV�DQ�LQFUHDVHG�OLNHOLKRRG�RI�DQb
H[SRQHQWLDO�VHFWRU��ZLGH�SULFH�PRYH�

0DUFK

6PDUW�&RQWUDFW�3ODWIRUPV
*DPH)L
3ULYDF\
$Ζ�	�%LJ�'DWD
<LHOG�)DUPLQJ



0RQH\�)ORZV�	�7KHPHV

V�IFDSLWDO�FRP�LQWHOOLJHQFH

5XVVLDQ�5XEOH��૘��&ROODSVH

ΖQWHOOLJHQFH

6WDEOHFRLQ�0DUNHW�&DS�*URZWK

7KH�5XVVLDQ�5XEOH�SOXQJHG�DOPRVW�����YV��86'�GXULQJ�WKH�ODVW�ZHHN�DPLG�JOREDO�WXUPRLO��'HVSLWH�WKH�5XVVLDQ�FHQWUDO�EDQN�PDQLSXODWLQJb
WUDGLQJ�KRXUV��WKH�YDOXH�RI�WKHLU�FXUUHQF\�LV�VWLOO�HYDSRUDWLQJ�UHODWLYH�WR�86'��%7&��DQG�RWKHU�LQWHUQDWLRQDO�FXUUHQFLHV�DQG�DVVHWV�
7KH�FXUUHQF\
V�LQVWDELOLW\�EHJDQ�LQ�WKH�HDUO\�����V�DIWHU�WKH�IDOO�RI�WKH�6RYLHW�8QLRQ��ZKLFK�OHG�WR�JRYHUQPHQW�LQWHUYHQWLRQ�LQ������ZKHQb
WKUHH�]HURHV�ZHUH�UHPRYHG�IURP�5XEOH�QRWHV��\RX�UHDG�WKDW�ULJKW���
6LQFH�������WKH�5XEOH�KDV�ORVW�PRUH�WKDQ�����RI�LWV�YDOXH�YV��WKH�86�GROODU�
%LWFRLQ�YROXPH�WUDGHG�LQ�WKH�5XVVLDQ�5XEOH�UHFHQWO\bVSLNHG�WR�D����PRQWK�KLJK�WKLV�SDVW�ZHHNHQG��%LWFRLQ�LV�QRZ�WKH���WK�ODUJHVWb
FXUUHQF\�E\�PDUNHW�FDS�bVXUSDVVLQJ�WKH�5XEOH�

*OREDO�PDUNHW�GHPDQG�IRU��86'��GHQRPLQDWHG�VWDEOHFRLQV�H[SORGHG�LQ�������ZLWK�WKH�PDUNHW�FDS�VXUSDVVLQJ������ELOOLRQ��6WDEOHFRLQb
GHPDQG�LV�IXHOHG�E\�WKHLU�HDVH�RI�XVH�LQ�'H)L��JURZLQJ�FRPSRVDELOLW\�DFURVV�GL΍HUHQW�EORFNFKDLQV��DQG�WKHLU�����SHJ�WR��86'�

'$Ζ�6WDEOHFRLQ

86'&�6WDEOHFRLQ

86'7�7HWKHU

7KH�0DNHU�SURWRFRO�DOORZV�XVHUV�WR�PLQW�WKH��'$Ζ�VWDEOHFRLQ�E\b
GHSRVLWLQJ�FROODWHUDO�LQ�VPDUW�FRQWUDFWV��8VLQJ�(7+�RU�Z%7&b
��ZUDSSHG��%7&�RQ�(WKHUHXP���LQYHVWRUV�FDQ�WUXVWOHVVO\�ERUURZb
DJDLQVW�WKHLU�DVVHWV�WR�HDUQ�\LHOG�LQ�'H)L�ZLWKRXW�QHHGLQJ�WR�VHOOb
WKHLU�FU\SWR�IRU�OLTXLGLW\�
ΖQ�-DQXDU\�������WKH�'$Ζ�VWDEOHFRLQ�PDUNHW�FDS�ZDV������ELOOLRQ�b
DQG�LQ�)HEUXDU\�RI�������WKH�PDUNHW�FDS�HFOLSVHG�����ELOOLRQ�

'$Ζ�0DUNHW�&DS�*URZWK
3ULFH '$Ζ�0DUNHW�&DS

3ULFH 86'&���6XSSO\�LQ�6PDUW�&RQWUDFWV

ΖQ�-DQXDU\�������WKH�86'&�VWDEOHFRLQ�PDUNHW�FDS�ZDV������ELOOLRQ�b
DQG�LQ�)HEUXDU\�RI�������WKH�PDUNHW�FDS�H[SORGHG�WR�����ELOOLRQ�b
0RUH�WKDQ������WULOOLRQ�86'&�LV�VHWWOHG�RQ��FKDLQ��DQG�ZH�H[SHFW�WKLVb
QXPEHU�WR�RQO\�LQFUHDVH�
6LQFH�������WKH�SHUFHQW�RI�86'&�GHSRVLWHG�LQ�VPDUW�FRQWUDFWV�LVb
DOPRVW�����RI�WKH�WRWDO�VXSSO\�LQ�FLUFXODWLRQ�

86'7�7HWKHU�LV�D�VWDEOHFRLQ�SHJJHG�WR�WKH��86�GROODU��7HWKHU
V�FXUUHQWb
PDUNHW�FDS�RI�DOPRVW�����ELOOLRQ�PDNHV�LW�WKH�WKLUG��ODUJHVWb
FU\SWRFXUUHQF\�LQ�WKH�HFRV\VWHP�EHKLQG�%LWFRLQ�DQG�(WKHUHXP�
7HWKHU�EHJDQ������ZLWK�D�PDUNHW�FDS�EHORZ����ELOOLRQ��DQG�MXVW�RYHUb
���RI�WKH�WRWDO�VXSSO\�ZDV�KHOG�LQ�VPDUW�FRQWUDFWV�
$V�WKH�'H)L�HFRV\VWHP�FRQWLQXHV�WR�H[SDQG��ZH
YH�VHHQ�86'7b
SHUFHQW�VXSSO\�KHOG�LQ�VPDUW�FRQWUDFWV�VXUSDVV�����LQ������

3ULFH 86'7�0DUNHW�&DS 86'7���6XSSO\�LQ�6PDUW�&RQWUDFWV
86'7�0DUNHW�&DS�*URZWK

86'&�0DUNHW�&DS�*URZWK
86'&�0DUNHW�&DS

58%�86'b������������� %7&�58%b�<7'�
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V�IFDSLWDO�FRP�LQWHOOLJHQFHV�IFDSLWDO�FRP�LQWHOOLJHQFH

%LWFRLQ�VXUSDVVHV�WKH�5XVVLDQ�5XEOH�DQG�7KDL�%DKW��PDNLQJ�LW�WKH���WK�ODUJHVW�JOREDO�FXUUHQF\�E\b
PDUNHW�FDS��QXPEHU����LV�WKH�6ZLVV�)UDQF�
0RUH�WKDQ����PLOOLRQ�LQ�%LWFRLQ�GRQDWLRQV�ZHUH�UHFHLYHG�E\�.\LHY��EDVHG�QRQ��SURȴW��&RPH�%DFN�$OLYH�b
7KH�FKDULWDEOH�IRXQGDWLRQ�VD\V�IXQGV�ZLOO�EH�XVHG�WR�KHOS�SURWHFW�8NUDLQLDQ�VROGLHUV�
6HQDWRU�.DPODJHU�LQWURGXFHV�D�QHZ�6HQDWH�%LOO�UHFRJQL]LQJ�%LWFRLQ�DV�OHJDO�WHQGHU�LQ�&DOLIRUQLD�
7KH�2QWDULR�6XSHULRU�&RXUW�RI�-XVWLFH�RUGHUV�FU\SWR�ZDOOHW�SURYLGHU�1XQFKXN�WR�IUHH]H�DQG�GLVFORVHb
LQIRUPDWLRQ�DERXW�GLJLWDO�DVVHWV�LQYROYHG�LQ�WKH�UHFHQW�)UHHGRP�&RQYR\������PRYHPHQW��7KHb
FRPSDQ\�DGYLVHG�WKH�FRXUW�RI�MXVWLFH�WR��SOHDVH�ORRN�XS�KRZ�VHOI��FXVWRG\�DQG�SULYDWH�NH\V�ZRUN��

1RWDEOH�1HZV

%LWFRLQb

(WKHUHXP

/D\HU��
V

2WKHU
(XURSHDQ�8QLRQ�UHPRYHG�5XVVLDQ�EDQNV�IURP�WKH�6RFLHW\�IRU�:RUOGZLGH�ΖQWHUEDQN�)LQDQFLDOb
7HOHFRPPXQLFDWLRQ�PHVVDJLQJ�V\VWHP��6:Ζ)7���7KLV�OHG�WR�5XVVLDQ�5XEOH�IDOOLQJ�����YV���86'�
8NUDLQH�DFFHSWV�%LWFRLQ��(WKHUHXP��DQG�86'7��7HWKHU��GRQDWLRQV�WR�KHOS�VXSSRUW�FLYLOLDQV�DQG�WURRSV�b
7KH�9LFH�3ULPH�0LQLVWHU�RI�8NUDLQH��0\NKDLOR�)HGRURY��VKDUHG�WKUHH�FU\SWR�DGGUHVVHV�RQ�7ZLWWHU�
7KH�8NUDLQLDQ�DGGUHVV�UHFHLYHG�PRUH�WKDQ��������GRQDWLRQV�ZRUWK�RYHU�������PLOOLRQ�LQ�%7&��'27�b
DQG�(5&����WRNHQV�
3RSXODU�KDUGZDUH�ZDOOHW�PDQXIDFWXUHU�/HGJHU�LQWURGXFHG�D�GHELW�FDUG�FDOOHG�WKH�&U\SWR�/LIH�FDUG�b
8VHUV�ZLOO�EH�DEOH�WR�RSHQ�D�OLQH�RI�FUHGLW�XVLQJ�WKHLU�DVVHWV�DV�FROODWHUDO�
&RLQEDVH
V�4��HDUQLQJV�UHSRUWHG�PRQWKO\�WUDQVDFWLQJ�XVHUV�JUHZ�IURP�����PLOOLRQ�LQ�4�������WR�����b
PLOOLRQ�LQ�4��������7UDGLQJ�YROXPHV�DOVR�URVH�IURP�����ELOOLRQ�LQ�4�������WR������ELOOLRQ�IRU�4�������
&(2�RI�SRSXODU�H&RPPHUFH�SODWIRUP�H%D\�ORRNV�WR�FU\SWR�SD\PHQWV�DV�DQ�RSWLRQ�IRU�XVHUV�

7KH�(WKHUHXP�QHWZRUN�VXUSDVVHV�����ELOOLRQ�LQ�WRWDO�UHYHQXH�JHQHUDWHG�LQ�����\HDUV��WKLV�DFKLHYHPHQWb
ZDV�DFFRPSOLVKHG�KDOI�WKH�WLPH�LW�WRRN�$PD]RQ�
'HFHQWUDOL]HG�VWDNLQJ�SURWRFRO��5RFNHW�3RRO�QRZ�DFFRXQWV�IRU����RI�WKH�WRWDO�YDOLGDWRUV�RQ�(7+�����b
7KH\�KDYH�VXUSDVVHG���������(7+�VWDNHG�DV�WRWDO�(7+�����YDOLGDWRUV�H[FHHG���������
0DWWHU�/DEV�UHOHDVHV�WKH�ȴUVW��HYHU�(90��FRPSDWLEOH�=.�UROOXS�RQ�WHVWQHW��7KLV�EUHDNWKURXJK�LQ�(7+�/�b
VFDOLQJ�H[SDQGV�IXQFWLRQDOLW\�IRU�DSSOLFDWLRQ�GHYHORSHUV�LQ�D�ORZ��IHH�HFRV\VWHP�FU\SWRJUDSKLFDOO\�
:HE�EURZVHU�2SHUD�EHFRPHV�WKH�ȴUVW�PRELOH�EURZVHU�ZLWK�DQ�(WKHUHXP�/D\HU���ZDOOHW��ΖQWHJUDWLQJb
ZLWK�'LYHUVL)L��$QGURLG�PRELOH�XVHUV�FDQ�DFFHVV�LQVWDQW�WUDQVDFWLRQV�ZLWK����[�FKHDSHU�IHHV�WKDQ�/��
(WKHUHXP�KDVKUDWH�UHDFKHV�D�QHZ�DOO��WLPH�KLJK�RI�������7+�V�

-XPS�&U\SWR�DQG�7KUHH�$UURZV�&DSLWDO�OHDG�D����ELOOLRQ�URXQG�IURP�WKH�/81$�)RXQGDWLRQ�*XDUG��/)*��b
3URFHHGV�IURP�WKH�UDLVH�ZLOO�HVWDEOLVK�D�%LWFRLQ��GHQRPLQDWHG�)RUH[�UHVHUYH�IRU��867�
7KH�KLJKO\�DQWLFLSDWHG�$00�SURWRFRO�6ROLGO\�VXUSDVVHV����ELOOLRQ�LQ�79/�RQ�WKH�)DQWRP�EORFNFKDLQ�
1%$�+DOO�RI�)DPHU��6KDTXLOOH�2
1HDO��VZLWFKHG�KLV�7ZLWWHU�SURȴOH�IURP�6+$4�(7+�WR�6+$4�62/��:LWK�����b
PLOOLRQ�IROORZHUV��KH�DOVR�KHOG�D�7ZLWWHU�6SDFHV�ZLWK�6RODQD
V�OHDGLQJ�1)7�PDUNHWSODFH��0DJLF�(GHQ�
'LJLWDO�SD\PHQW�SODWIRUP�:LUH[�DQQRXQFHV�VXSSRUW�IRU�WKH�$YDODQFKH�EORFNFKDLQ��7KH�SODWIRUP�FXUUHQWO\b
VXSSRUWV�PRUH�WKDQ�����PLOOLRQ�XVHUV�DQG�ZLOO�DOORZ�$YDODQFKH�LQYHVWRUV�WR�VSHQG�WKHLU��$9$;�DW�PRUHb
WKDQ����PLOOLRQ�ORFDWLRQV�ZRUOGZLGH�

ΖQWHOOLJHQFH
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*ORVVDU\

$OW��6HDVRQ�ΖQGLFDWRU�b7KLV�LQGLFDWRU�LV�EDVHG�RQ�D�SURSULHWDU\�PRGHO�WKDW�KHOSV�XV�LGHQWLI\b
WKH�FXUUHQW�PDUNHW�SKDVH�DQG�DGMXVW�WKH�DOORFDWLRQ�DFFRUGLQJO\�

5HODWLYH�/LTXLGLW\�bΖQ�ȴQDQFLDO�PDUNHWV��WKH�GHJUHH�RI�OLTXLGLW\�PHDVXUHV�KRZ�TXLFNO\�DQb
DVVHW�FDQ�EH�VROG�ZLWKRXW�QHJDWLYHO\�LPSDFWLQJ�WKH�SULFH�RI�DQ�LQYHVWPHQW�

6XSSO\�6WDNHG�b0HDVXUHV�WKH�DPRXQW�RI�WKH�GLJLWDO�DVVHWV�ORFNHG�XS�ZLWK�QHWZRUNb
�YDOLGDWRUV��RU�PLQHUV�WKDW�SURFHVV�WKH�SURWRFRO�WUDQVDFWLRQV����6WDNHUV���DND�LQYHVWRUV�WKDWb
VWDNH��FDQ�HDUQ�FRLQV�DV�UHZDUGV�LQ�H[FKDQJH�IRU�VHFXULQJ�WKH�QHWZRUN�

'(;��'HFHQWUDOL]HG�([FKDQJH���b7KLV�XVHU��WR��XVHU�PDUNHWSODFH�FRQQHFWV�FU\SWRFXUUHQF\b
EX\HUV�DQG�VHOOHUV���'HFHQWUDOL]HG�SODWIRUPV�DUH�QRQ��FXVWRGLDO��PHDQLQJ�XVHUV�UHPDLQ�LQb
FRQWURO�RI�WKHLU�SULYDWH�NH\V�ZKHQ�WUDGLQJ�RQ�D�'(;�SODWIRUP�

79/��7RWDO�9DOXH�/RFNHG���b5HSUHVHQWDWLRQ�RI�WKH�WRWDO�YDOXH�RI�D�FU\SWR�DVVHW�WKDW�LVb
�ORFNHG��LQ�D�'H)L��GHFHQWUDOL]HG�ȴQDQFH��DSSOLFDWLRQ�RU�VPDUW�FRQWUDFW��79/�FDQ�GLUHFWO\b
D΍HFW�WKH�\LHOG�DQG�XVDELOLW\�RI�WKHVH�DSSOLFDWLRQV�

6XSSO\�RQ�H[FKDQJH�b+LVWRULFDOO\��WKH�JURZWK�RI�WKH�H[FKDQJH�VXSSO\�KDV�EHHQ�D�SUR[\�IRUb
QHJDWLYH�VHQWLPHQW�VLQFH�D�ODUJHU�VXSSO\�LV�DYDLODEOH�WR�EH�VROG�RQ�WKH�PDUNHW��7KHb
RSSRVLWH�KROGV��ZKHQ�VXSSO\�LV�EHLQJ�PRYHG�R΍�H[FKDQJHV��LQYHVWRUV�DUH�VKLIWLQJ�WKHb
LQYHVWPHQW�KRUL]RQ�WRZDUGV�WKH�ORQJ��WHUP��DQG�WKHUH�LV�OHVV�VXSSO\�DYDLODEOH�WR�EH�VROG�

+DVKUDWH��$�PHDVXUH�RI�WKH�FRPSXWDWLRQDO�SRZHU�SHU�VHFRQG�XVHG�ZKHQ�PLQLQJ�%LWFRLQ�RUb
RWKHU�SURRI�RI�ZRUN�FU\SWRFXUUHQFLHV��0RUH�VLPSO\��LW�LV�WKH�VSHHG�RI�PLQLQJ��ΖW�LV�PHDVXUHGb
LQ�XQLWV�RI�KDVK�VHFRQG��PHDQLQJ�KRZ�PDQ\�FDOFXODWLRQV�SHU�VHFRQG�FDQ�EH�SHUIRUPHG�

(WKHUHXP�9DOLGDWRU�b(WKHUHXP�YDOLGDWRUV�UHSUHVHQW�ORQJ��WHUP�WRNHQ�KROGHUV�ZKR�SURYLGHb
VHFXULW\�WR�WKH�QHWZRUN�DQG��LQ�H[FKDQJH��UHFHLYH�D�VKDUH�RI�WKH�EORFN�UHZDUGV�RQ�WKH�%HDFRQb
FKDLQ��$�YDOLGDWRU�PXVW�GHSRVLW����(7+�WR�WKH�(WKHUHXP�VWDNLQJ�FRQWUDFW�DQG�EH�UHVSRQVLEOH�IRUb
VWRULQJ�GDWD��SURFHVVLQJ�WUDQVDFWLRQV��DQG�DGGLQJ�QHZ�EORFNV�WR�WKHb%HDFRQ�FKDLQ�
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5ROOXSV�b$�VFDOLQJ�VROXWLRQ�WKDW�SHUIRUPV�WUDQVDFWLRQ�H[HFXWLRQ�RXWVLGH�WKH�OD\HU�RQH�(WKHUHXPb
FKDLQ�EXW�SRVWV�WUDQVDFWLRQ�GDWD�WR�OD\HU�RQH��5ROOXSV�PDLQWDLQ�WKH�VHFXULW\�RI�(WKHUHXP�OD\HUb
RQH�EXW�R΍HU�IDVWHU�H[HFXWLRQ�DQG�FKHDSHU�WUDQVDFWLRQ�IHHV�b
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'LVFODLPHU�	�'LVFORVXUHV

7KH�LQIRUPDWLRQ�LQ�WKLV�UHSRUW�LV�SURYLGHG�E\��DQG�LV�WKH�VROH�RSLQLRQ�RI��6�)�&DSLWDOȇV�UHVHDUFK�GHVN��7KH�LQIRUPDWLRQ�LVb
SURYLGHG�DV�JHQHUDO�PDUNHW�FRPPHQWDU\�DQG�VKRXOG�QRW�EH�WKH�EDVLV�IRU�PDNLQJ�LQYHVWPHQW�GHFLVLRQV�RU�EH�FRQVWUXHGb
DV�LQYHVWPHQW�DGYLFH�ZLWK�UHVSHFW�WR�DQ\�GLJLWDO�DVVHW�RU�WKH�LVVXHUV�WKHUHRI��7UDGLQJ�GLJLWDO�DVVHWV�LQYROYHV�VLJQLȴFDQWb
ULVN��$Q\�SHUVRQ�FRQVLGHULQJ�WUDGLQJ�GLJLWDO�DVVHWV�VKRXOG�VHHN�LQGHSHQGHQW�DGYLFH�RQ�WKH�VXLWDELOLW\�RI�DQ\�SDUWLFXODUb
GLJLWDO�DVVHW��6�)�&DSLWDO�GRHV�QRW�JXDUDQWHH�WKH�DFFXUDF\�RU�FRPSOHWHQHVV�RI�WKH�LQIRUPDWLRQ�SURYLGHG�LQ�WKLV�UHSRUW�b
GRHV�QRW�FRQWURO��HQGRUVH�RU�DGRSW�DQ\�WKLUG��SDUW\�FRQWHQW��DQG�DFFHSWV�QR�OLDELOLW\�RI�DQ\�NLQG�DULVLQJ�IURP�WKH�XVH�RIb
DQ\�LQIRUPDWLRQ�FRQWDLQHG�LQ�WKH�UHSRUW��LQFOXGLQJ�ZLWKRXW�OLPLWDWLRQ��DQ\�ORVV�RI�SURȴW��6�)�&DSLWDO�H[SUHVVO\�GLVFODLPVb
DOO�ZDUUDQWLHV�RI�DFFXUDF\��FRPSOHWHQHVV��PHUFKDQWDELOLW\��RU�ȴWQHVV�IRU�D�SDUWLFXODU�SXUSRVH�ZLWK�UHVSHFW�WR�WKHb
LQIRUPDWLRQ�LQ�WKLV�UHSRUW��6�)�&DSLWDO�VKDOO�QRW�EH�UHVSRQVLEOH�IRU�DQ\�ULVNV�DVVRFLDWHG�ZLWK�DFFHVVLQJ�WKLUG�SDUW\b
ZHEVLWHV��LQFOXGLQJ�WKH�XVH�RI�K\SHUOLQNV��$OO�PDUNHW�SULFHV��GDWD�DQG�RWKHU�LQIRUPDWLRQ�DUH�EDVHG�XSRQ�VHOHFWHG�SXEOLFb
PDUNHW�GDWD��UHȵHFW�SUHYDLOLQJ�FRQGLWLRQV��DQG�UHVHDUFKȇV�YLHZV�DV�RI�WKLV�GDWH��DOO�RI�ZKLFK�DUH�VXEMHFW�WR�FKDQJHb
ZLWKRXW�QRWLFH��7KLV�UHSRUW�KDV�QRW�EHHQ�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�WKH�OHJDO�UHTXLUHPHQWV�GHVLJQHG�WR�SURPRWH�WKHb
LQGHSHQGHQFH�RI�LQYHVWPHQW�UHVHDUFK�DQG�LV�QRW�VXEMHFW�WR�DQ\�SURKLELWLRQ�RQ�GHDOLQJ�DKHDG�RI�WKH�GLVVHPLQDWLRQ�RIb
LQYHVWPHQW�UHVHDUFK��6�)�&DSLWDO�DQG�LWV�DɝOLDWHV�KROG�SRVLWLRQV�LQ�GLJLWDO�DVVHWV�DQG�PD\�QRZ�RU�LQ�WKH�IXWXUH�KROG�Db
SRVLWLRQ�LQ�WKH�VXEMHFW�RI�WKLV�UHVHDUFK��7KLV�UHSRUW�LV�QRW�GLUHFWHG�RU�LQWHQGHG�IRU�GLVWULEXWLRQ�WR��RU�XVH�E\��DQ\�SHUVRQb
RU�HQWLW\�ZKR�LV�D�FLWL]HQ�RU�UHVLGHQW�RI��RU�ORFDWHG�LQ�D�MXULVGLFWLRQ�ZKHUH�VXFK�GLVWULEXWLRQ�RU�XVH�ZRXOG�EH�FRQWUDU\�WRb
DSSOLFDEOH�ODZ�RU�WKDW�ZRXOG�VXEMHFW�6�)�&DSLWDO�DQG�RU�LWV�DɝOLDWHV�WR�DQ\�UHJLVWUDWLRQ�RU�OLFHQVLQJ�UHTXLUHPHQW��7KHb
GLJLWDO�DVVHWV�GHVFULEHG�KHUHLQ�PD\�RU�PD\�QRW�EH�HOLJLEOH�IRU�VDOH�LQ�DOO�MXULVGLFWLRQV�
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