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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�QHWZRUN�IXQGDPHQWDOV�XVLQJ�RQ��FKDLQ�DQDO\VLV��WHFKQLFDO�WRROV��DQG�SURSULHWDU\�LQGLFDWRUV��:H�DLPb
WR�SURYLGH�LQVLJKW�LQWR�KRZ�GLJLWDO�DVVHWV�SHUIRUP�GXULQJ�WKHVH�XQSUHFHGHQWHG�WLPHV��%\�UHFRJQL]LQJ�WUHQGV�LQ�ERWK�PRPHQWXP�DQGb
YRODWLOLW\��ZH�FDQ�LGHQWLI\�RSSRUWXQLWLHV�ZKLOH�SURSHUO\�QDYLJDWLQJ�XQFHUWDLQ�PDUNHW�FRQGLWLRQV�

���<HDU�&KDQJH�b7KH�SHUFHQW�RI�%7&�VXSSO\�ODVW�DFWLYH����\HDUV�DJR�LV�DOPRVW�������RI�WKH�WRWDO�VXSSO\��$7+��b
VLJQDOLQJ�RQ��FKDLQ�DFFXPXODWLRQ�DV�PRUH�FRLQV�SXUFKDVHG�LQ�4�������JUDGXDWH�WR�ORQJ��WHUP�KROGHU�VWDWXV�b
(WKHUHXP�6FDUFLW\�����PLOOLRQ��(7+�LV�ORFNHG�LQ�WKH�VWDNLQJ�FRQWUDFW��:H�VDZ�RQH�RI�WKH�ODUJHVW�YROXPH�VSLNHVb
LQ�(7+�����GHSRVLWV�LQ�PLG��0DUFK������������(7+��b2QO\�����RI�(7+
V�VXSSO\�LV�DYDLODEOH�RQ�H[FKDQJHV��OHYHOVb
QRW�VHHQ�VLQFH������������b

0DFUR�3HUIRUPDQFH 3DJH��

3DJH��

3DJH��

3DJHV����

3DJH��

3DJH��

'HPDQG�IRUb7HUUD
V�DOJRULWKPLF�VWDEOHFRLQ�KDV�OHG�WR�Db��[�LQFUHDVW�LQ�867
V�PDUNHW�FDS�VLQFH�4�������b
7KH�/XQD�)RXQGDWLRQ�*XDUG�LV�FUHDWLQJ�D�%LWFRLQ�)RUH[�UHVHUYH�WR�GHIHQG�WKH�VWDEOHFRLQ�SHJ�
7KH�/XQD�)RXQGDWLRQ�*XDUG�SODQV�WR�SXUFKDVH���%�LQ�%LWFRLQ�RYHU�WKH�QH[W����PRQWKV�ZLWK�D�ORQJ��WHUPb
JRDO�WR�UHDFK����%��7KH\�KDYH�DQ�HVWLPDWHG�����%�OHIW�WR�GHSOR\�

%LWFRLQ��(WKHUHXP��/D\HU�2QH��DQG�2WKHU�+HDGOLQHV�

%LWFRLQ�bEURNH�RXW�EHIRUH�LWV�LQLWLDO�UHMHFWLRQ�DW�WKH����G�0$��:H�DZDLW�WR�VHH�LI�XSSHU�UHVLVWDQFH�FDQ�QRZb
EHFRPH�VXSSRUW�RU�LI�LW�ZLOO�UHWHVW�WKH���G�0$�
(WKHUHXP�bLV�FXUUHQWO\�VKRZLQJ�JUHDWHU�VWUHQJWK�LQ�SULFH�DFWLRQ�WKDQ�%7&��+RZHYHU��GHVSLWH�WKH�UHFHQWb
EUHDNRXW�LQ�SULFH��WKH����G�0$�UHVLVWDQFH�KDV�QRW�\HW�ȵLSSHG�WR�KLJK��WLPH�IUDPH�VXSSRUW�

S09�PRPHQWXP�LQGLFDWRU��LQGLFDWRU�LV�ORQJ�ERWK�%7&�DQG�(7+�EXW�KHDYLHU�ZHLJKWHG�WR�(7+�
$OW��VHDVRQ�LQGLFDWRU��WKH�PRGHO�VKRZV�WKDW�ZH�DUH�FXUUHQWO\�DERYH�WKH�DOW��VHDRQ�LQGLFDWRU�OLQH�
2Q��&KDLQ�$FFXPXODWLRQ�2VFLOODWRU��LQGLFDWRU�VKRZV�D�SDXVH�LQ�RQ��FKDLQ�DFFXPXODWLRQ�DV�SULFH�GHWHUPLQHV�GLUHFWLRQ�
'HOWD�5RWDWLRQ��ZH�REVHUYHG�DOW��VHDVRQ�FRQGLWLRQV�ZKLFK�KDYH�URWDWHG�EDFN�WR�(7+�%7&�

ΖQ�WKH��+�0DUFK�UHSRUW��8�6��FUXGH�RLO�SHDNHG�DW������SHU�EDUUHO�EXW�KDV�UHWUHDWHG�WR�EHORZ������SHU�EDUUHO��7KH�8�6�b
UHOHDVH�RI�XS�WR�����PLOOLRQ�EDUUHOV�IURP�VWUDWHJLF�UHVHUYHV�RYHU�VHYHUDO�PRQWKV��+RZHYHU��WKDW�GLG�OLWWOH�WR�FXUE�SULFHV�
*ROG�LV�XS�������RQ�D�<7'�EDVLV��*ROG�LV�VHW�WR�KDYH�LWV�ELJJHVW�TXDUWHUO\�JDLQ�VLQFH�6HSWHPEHU������DV�WKH�5XVVLD��8NUDLQHb
FRQȵLFW�FRQWLQXHV�WR�OLIW�GHPDQG�IRU�WKH�VDIH��KDYHQ�PHWDO�
7KH�8�6��'ROODU�IHOO�EHORZ�WKH�������OHYHO��D�VLJQLȴFDQW�OHYHO�RI�VXSSRUW�DV�*'3�FDPH�LQ�DW������RQ�DQ�H[SHFWHG������
7UHDVXU\�\LHOG�VSUHDGV�LQYHUWHG�EULHȵ\��FDXVLQJ�FRQFHUQ�RI�D�SHQGLQJ�UHFHVVLRQ�EXW�KDYH�VLQFH�FRUUHFWHG�\HW�FRQWLQXH�WRb
WUHQG�ORZHU�

6LQFH�WKH�UHOHDVH�RI�6�)
V��+�0DUFK�ΖQWHOOLJHQFH�UHSRUW��WKH�5XVVLD�DQG�8NUDLQH�FRQȵLFW�FRQWLQXHV�WR�UDJH�RQ��6WLOO��WKHUH�LV�RSWLPLVP�RQ�WKHb
KRUL]RQ�DV�5XVVLDQ�DQG�8NUDLQLDQ�GHOHJDWHV�ZLOO�PHHW�IRU�DGGLWLRQDO�URXQGV�RI�SHDFH�WDONV��$�UHVROXWLRQ�FRXOG�HDVH�FRPPRGLW\�VXSSO\b
FRQVWUDLQWV�DQG�VWDELOL]H�WKH�UHJLRQ��ZKLFK�ZRXOG�ERGH�ZHOO�IRU�JOREDO�PDUNHWV�
7KH�)20&�0DUFK�PLQXWHV�LQGLFDWHG�WKH�)HGHUDO�5HVHUYH
V�SODQ�WR�UHGXFH�WKH�EDODQFH�DW�D�SDFH�RIb���E�SHU�PRQWK��$W�WKH�0DUFK�)20&b
PHHWLQJ��WKH�IHG�LQFUHDVHG�LWV�)HGHUDO�)XQGV�UDWH�E\����EDVLV�SRLQWV��PDUNLQJ�WKH�ȴUVW��UDWH�LQFUHDVH�VLQFH�'HFHPEHU�������6RPH�FRPPLWWHHb
PHPEHUV�KDYH�VLJQDOHG�WKH�QHHG�IRU�PRUH�DJJUHVVLYH�KLNHV�RI����EDVLV�SRLQWV��0DUNHWV�KDYH�EHJXQ�WR�SULFH�LQ�WKH�SRWHQWLDO�IRU�Db���EDVLVb
SRLQW�LQFUHDVH�DW�WKH�0D\�PHHWLQJ��'XULQJ�WKH�ODVW�)20&�PHHWLQJ��&KDLUPHQ�3RZHOO�VWDWHG�WKDW�KH�VHHV�OLWWOH�SUREDELOLW\�RI�D�UHFHVVLRQ�RYHUb
WKH�QH[W�\HDU��+RZHYHU��PDWXULWLHV�RQ�WKH�\LHOG�FXUYH�ZHUH�EULHȵ\�LQYHUWHG��ZKLFK�UDLVHG�LQYHVWRUV
�FRQFHUQV�DERXW�D�SRWHQWLDO�UHFHVVLRQ�
'LJLWDO�PDUNHWV�KDYH�EHHQ�NHHSLQJ�DQ�H\H�RQ�(XURSHDQ�UHJXODWLRQV�VXUURXQGLQJ�WUDQVDFWLRQ�DQRQ\PLW\��7KH�JRYHUQPHQW�YRWHG�WR�UHTXLUHb
H[FKDQJHV�WR�LGHQWLI\�WKH�UHFLSLHQWV�RI�GLJLWDO�DVVHW�WUDQVIHUV��LQFOXGLQJ�VHOI��KRVWHG�ZDOOHWV��7KLV�UXOLQJ�FRXOG�SURYLGH�LQVLJKW�LQWR�ZKDW�PD\b
EH�FRPLQJ�WR�WKH�8�6��$OWKRXJK�WKH�PDUNHW�KDV�UHFHLYHG�EHWWHU�FODULW\�IURP�WKH�IHG��XQFHUWDLQW\�OLQJHUV��1HYHUWKHOHVV��ZH�UHPDLQ�RSWLPLVWLFb
GHVSLWH�PDFUR�KHDGZLQGV�DQG�JHRSROLWLFDO�XQFHUWDLQW\�
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ΖQWHOOLJHQFH

�������

3DJH��
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2Q��&KDLQ�$QDO\VLV
0RQWKO\�&KDQJH�LQ�3HUFHQW�6XSSO\�/DVW�$FWLYH����<HDUb

3HUFHQW�6XSSO\�/DVW�$FWLYH����<HDU3ULFH

ΖQWHOOLJHQFH

&KDQJH�LQ�6XSSO\�/DVW�$FWLYH����<HDU�����'D\�

7KH�QHW�SRVLWLRQ�FKDQJH�LQ�VXSSO\�ODVW�DFWLYH�D�\HDU�DJR��JUHHQ��LGHQWLȴHV�ORQJ��WHUP�KROGHU�DFFXPXODWLRQ�DQG�GLVWULEXWLRQ�SHULRGV��$Vb
WKH�SHUFHQW�RI�VXSSO\�ODVW�DFWLYH����\HDUV�DJR��EOXH��LQFUHDVHV��WKH�QHW�SRVLWLRQ�FKDQJH�ZLOO�DOVR�EH�SRVLWLYH�
7KHbSHUFHQWDJH�RI�VXSSO\�ODVW�DFWLYH����\HDUV�DJR�LV�LQFKLQJ�FORVHU�WR�������RI�WKH�WRWDO�VXSSO\��SUHYLRXV�$7+���VLJQDOLQJb
DFFXPXODWLRQ�DV�PRUH�FRLQV�SXUFKDVHG�LQ�4�������JUDGXDWH�WR�ORQJ��WHUP�KROGHU�VWDWXV�
ΖQ�4��������WKH�QHW�SRVLWLRQ�FKDQJH�ȵLSSHG�QHJDWLYH��8QGHU�WKHVH�FRQGLWLRQV��WKH�OLNHOLKRRG�RI�GLVWULEXWLRQ�DQG�VHOO��VLGH�SUHVVXUHb
LQFUHDVHV��$OPRVW����RI�%LWFRLQ
V�FLUFXODWLQJ�VXSSO\�ZDV�VROG�E\�ORQJ��WHUP�KROGHUV�PRQWKO\��UHG���FRQWULEXWLQJ�WR�D�GHFOLQH�LQ�SULFH�
ΖQ�4�������bVXSSO\�JURZWK�ODVW�DFWLYH����\HDUV�DJR�LQFUHDVHG�E\������RQ�D�PRQWKO\b�����GD\��WLPHIUDPH�b&XUUHQWO\��RQ��FKDLQ�LVb
VLJQDOLQJ�VLPLODU�DFFXPXODWLRQ�SDWWHUQV��KLVWRULFDOO\��SULFH�WUHQGV�WR�WKH�XSVLGH�XQGHU�WKHVH�FRQGLWLRQV�

(WKHUHXP�6FDUFLW\�$FFHOHUDWLQJ

6LQFH�WKH�'HF������ODXQFK�RI�(WKHUHXP
V�%HDFRQ�&KDLQ��WKH�EDODQFH�RI�(7+�RQ�H[FKDQJHV��EOXH��FRQWLQXHV�WR�GHFOLQH�b&XUUHQWO\��RQO\b
����RI�(7+
V�FLUFXODWLQJ�VXSSO\�LV�DYDLODEOH�RQ�H[FKDQJHV�
7KH�%HDFRQ�&KDLQ�UHTXLUHG�a��������(7+�DW�ODXQFK�IRU�VWDNLQJ�WR�EHJLQ��7KHUH�LVbQRZ�PRUH�WKDQ����PLOOLRQ�(7+�ORFNHG�LQ�WKHb
VWDNLQJ�FRQWUDFW��DQG�ZH�VDZ�RQH�RI�WKHbODUJHVW�YROXPH�VSLNHV�LQ�(7+�����GHSRVLWV��SLQN��LQ�PLG��0DUFK���$QRWKHU����������(7+�
:H�DOVR�FDQ�VHH�D�FRUUHODWLRQ�EHWZHHQ�(WKHUHXP
V�SULFH�DQG�WKH�QHW�PRQWKO\�FKDQJH�LQ�WRWDO�YDOXH�ORFNHG��79/��LQ�WKH�'H)L�HFRV\VWHPb
�SXUSOH���7KLV�WUHQG�KDV�EHHQ�QHJDWLYH�VLQFH�'HFHPEHU������EXW�UHFHQWO\�ȵLSSHG�SRVLWLYH�IRU�WKH�ȴUVW�WLPH�LQ������
$V�(WKHUHXP�LQFKHV�FORVHU�WR�WKH�SURRI�RI�VWDNH�PHUJH��(7+
V�VFDUFLW\�LV�DFFHOHUDWLQJ��7KH�WRNHQ�XWLOLW\�WR�JHQHUDWH�\LHOG�LQ�WKH����b
VWDNLQJ�FRQWUDFW�RU�DV�FROODWHUDO�LQ�'H)L�DSSOLHV�SULFH�SUHVVXUH�WR�WKH�XSVLGH�

������/DVW�$FWLYH����<HDU�$JR��$7+�

1HJDWLYH�0RQWKO\
&KDQJH��'LVWULEXWLRQ�

([FKDQJH�%DODQFH��3HUFHQW�3ULFH &KDQJH�LQ�'H)L�79/�����'D\� 1HZ�(7+�����'HSRVLWV�6WDNHG

������/DVW�$FWLYH����<HDU�$JR��$7+�

3DJH��

������/DVW�$FWLYH����<HDU�$JR��$7+�

1HJDWLYH�0RQWKO\
&KDQJH��'LVWULEXWLRQ�

2QO\�����RI�(7+
V�7RWDO�6XSSO\b
$YDLODEOH�RQ�([FKDQJHV

%H
DF
RQ

�&
KD

LQ
�/
DX

QF
K
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7HFKQLFDO�/HYHOV

%LWFRLQ�UHFHQWO\�EURNH�RXW�RI�LWV����PRQWK�UDQJH�WR�WKH�XSVLGH��3ULFH�DFWLRQ�LV�FXUUHQWO\�EDWWOLQJ�WR�HVWDEOLVK�VXSSRUW�b

%7&�EURNH�DERYH�WKH�XSSHU�UHVLVWDQFH�OHYHO�EHIRUH�LWV�LQLWLDO�UHMHFWLRQ�DW�WKHb���G�0$b�JROG���7KH�FRQVROLGDWLRQ�SDWWHUQ�UHVXOWHG�LQ�Db
EUHDNRXW�WR�WKH�XSVLGH��DQG�ZH�DZDLW�WR�VHH�LI�XSSHU�UHVLVWDQFH�FDQ�QRZ�EHFRPH�VXSSRUW�RU�LI�LW�ZLOO�UHWHVW�WKHb��G�0$b�EOXH��

2Q��FKDLQ�DFFXPXODWLRQ�SDLUHG�ZLWK�EX\LQJ�SUHVVXUH�IURP�WKH�/XQD�*XDUG�)RXQGDWLRQ�R΍HUV�XSVLGH�GHVSLWH�RQJRLQJ�PDFUR�XQFHUWDLQW\�

ΖQWHOOLJHQFH

(7+�LV�GLVSOD\LQJ�JUHDWHU�VWUHQJWK�LQ�SULFH�DFWLRQ�WKDQ�%LWFRLQ�bEXW�ERWK�DVVHWV�KDYH�\HW�WR�UHFDSWXUH�WKHLU�\HDUO\�RSHQ�OHYHOV�

(WKHUHXP�SULFH�DFWLRQ�IROORZHG�WKH�%7&�EUHDNRXW�EHIRUH�DOVR�ȴQGLQJ�UHVLVWDQFH�DW�WKHb���G�0$b�JROG��b:H�H[SHFW�(WKHUHXP�WR�PDLQWDLQb
VXSSRUW�DERYH�WKHb��G�0$b�EOXH��LI�WKHb���G�0$�LV�ORVW�b

(WKHUHXP
V�����VWDNLQJ�FRQWUDFW�FRQWLQXHV�WR�VHH�VLJQLȴFDQW�LQȵRZV�RI�(7+�DV�H[FKDQJH�EDODQFHV�DUH�QHDU�WKHLU�ORZHVW�OHYHOV�LQ����\HDUV�b
$GGLWLRQDOO\��WKH�(6*��DFFRPRGDWLQJ�QDUUDWLYH�VXUURXQGLQJ�WKH��PHUJH��FUHDWHV�XSVLGH�PRPHQWXP��SRVLWLYHO\�LPSDFWLQJ�WKH�SULFH�

3DJH��
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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
$OWFRLQV��7KLV�LQGLFDWRU�LV�HVSHFLDOO\�KHOSIXO�LQbLGHQWLI\LQJ�ZKHUH�VWUHQJWK�UHVLGHVbLQ�WKH�F\FOH�DQG�FDQ�LQGLFDWH�ZKDWb
PD\�KDSSHQ�QH[W�
:KHQ�WKH�ΖQGH[�OLQHb�JUD\��LV�EHORZ�WKHbRUDQJH�OLQH��LW�VLJQDOV�UHODWLYHO\�VWURQJ�PRPHQWXP�IDYRULQJ�%LWFRLQ�YV��$OWFRLQV�
&XUUHQWO\��WKH�PRGHO�LQGLFDWHV�VLJQLȴFDQW�VWUHQJWK�LQ�$OWFRLQV�YV��%LWFRLQ�

ΖQWHOOLJHQFH

3DJH��

6�)�0RPHQWXP�0RGHO��S09�

7KH�6�)�0RPHQWXP�0RGHO�LV�D�SURSULHWDU\�PRGHO�WKDWbFRPSDUHV�WKH�SULFH�PRPHQWXP�RI�%7&�YV��(7+�YV��86'bRYHU�Db
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�



V�IFDSLWDO�FRP�LQWHOOLJHQFH

0RPHQWXP�	�6HQWLPHQW ΖQWHOOLJHQFH

3DJH��

7KH�2Q��&KDLQ�$FFXPXODWLRQ�2VFLOODWRU�LV�D�SURSULHWDU\�PRGHO�WKDW�KHOSVbLGHQWLI\�ZKR�LV�FXUUHQWO\�EX\LQJ�%LWFRLQ�RQ��FKDLQ�b$b
KLJKHU�UHDGLQJ�RI�WKH�LQGLFDWRU�PHDQV�WKDWbZKDOHV�DQG�UHWDLO�DUH�DFFXPXODWLQJ�FRLQV��ZKLOH�DbORZHU�YDOXHbPHDQV�WKDW�RQO\b
UHWDLO�LV�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\LQJ�KDELWV��WKH�LQGLFDWRU�GHFOLQHV�XQWLO�WKH\�VSRW�D�ORFDO�ERWWRP�DQG�UHVXPH�DFFXPXODWLRQ��6PDUW�PRQH\�VWRSVb
DFFXPXODWLQJ�EHIRUH�SULFH�SHDNV��EODFN�OLQH���DQG�UHWDLO�)202�SURYLGHV�WKHP�ZLWK�WKHLU�H[LW�OLTXLGLW\�
$�UHDGLQJ�DERYH�����LQGLFDWHV�WKDW�ZKDOHV�PLJKW�KDYH�UHWXUQHG�RU�WKDW�ZH�PD\�KDYH�SDVVHG�D�ORFDO�ERWWRP�

%LWFRLQ�3ULFH 2&$�2VFLOODWRU

2Q��&KDLQ�$FFXPXODWLRQ�2VFLOODWRU

:KDOHV
$FFXPXODWLQJ

:KDOHV
$FFXPXODWLQJ

'HOWD�5RWDWLRQ

7KH�'HOWD�5RWDWLRQ�LV�D�QHZ�SURSULHWDU\�PRGHO�WKDWbOHYHUDJHV�WKH�SULFH�DFWLRQ�RI�%7&��(7+��DQG�D�EDVNHW�RI�DOWHUQDWLYHb
OD\HU�RQHV�WR�H[WUDFW�DV�PXFK�XSVLGH�YRODWLOLW\�DV�SRVVLEOH�ZKLOH�UHGXFLQJ�GRZQVLGH�ULVN�
7KH�DOJRULWKPLF�PRGHO�UHDOORFDWHV�WR�OD\HU�RQH�LQYHVWPHQWV�XQGHU�ULVN��R΍�FRQGLWLRQV�
ΖW�XVXDOO\�PLJUDWHV�WR�%7&��(7+��DQG�&$6+�ZKHQ�WKH�PDUNHW�VKRZV�XQFHUWDLQW\�

:KDOHV
$FFXPXODWLQJ

:KDOHV
$FFXPXODWLQJ



0RQH\�)ORZV�	�7KHPHV

V�IFDSLWDO�FRP�LQWHOOLJHQFH

/XQD�)RXQGDWLRQ�*XDUG

ΖQWHOOLJHQFH

����%LOOLRQ�%LWFRLQ�)RUH[�5HVHUYHb

7KH�/XQD�)RXQGDWLRQ�*XDUG��/)*��LV�DQ�LQFRUSRUDWHG�QRQ��SURȴW�RUJDQL]DWLRQ�EDVHG�LQb
6LQJDSRUH��7KH�WHDP�RYHUVHHV�WKH�GHYHORSPHQW�RI�WKH�7HUUD�HFRV\VWHP�
/)*�ZDV�IRXQGHG�E\�D�FRXQFLO�RI�H[SHUWVbFRPPLWWHG�WR�SURPRWLQJ�WKH�JURZWK�RI�WKH�7HUUDb
HFRV\VWHP�DQG�VXSSRUWLQJ�FRPPXQLW\��GULYHQ�DFWLYLWLHV�WKURXJK�JUDQWV�DQG�IXQGLQJ�
$QRWKHU�PDQGDWH�RI�WKH�/)*�LV�WR�LPSURYH�WKH�VXVWDLQDELOLW\�DQG�VWDELOLW\�RI�7HUUDȇVb
DOJRULWKPLF�VWDEOHFRLQV�
7KLV�PDQGDWH�LQFOXGHV�EXLOGLQJ�UHVHUYHV�WKDW�EDFNVWRS�DQG�IRUWLI\�WKH�SHJ�RI�DOJRULWKPLFb
VWDEOHFRLQV�DPLG�PDUNHW�YRODWLOLW\�

5HFHQWO\��WKH�/)*�KDV�EHJXQ�WKH�LPSOHPHQWDWLRQ�RI�DQ�DGGLWLRQDOb
PHFKDQLVP�WR�GHIHQG�WKH�867�����SHJ��DGGLQJ�%LWFRLQ�
ΖQb)HEUXDU\��/)*�VROG���%�LQ�/XQD�WRNHQV�WR�-XPS�&DSLWDO��7KUHHb
$UURZV�&DSLWDO��DQG�'H)LDQFH�&DSLWDO��7KH���%�VDOH�SURFHHGV�ZLOO�KHOSb
HVWDEOLVK�D�ELWFRLQ��GHQRPLQDWHG�IRUH[�UHVHUYH�
-XPS�FDSLWDO�UHFHQWO\�SURSRVHG�D������ELOOLRQ�%LWFRLQ�UHVHUYH�SRROb
WKDW�ZRXOG�PLUURU�WKH�/81$�WRNHQ
V�PLQW�DQG�EXUQ�PHFKDQLVP�
8VHUV�FRXOG�LQLWLDOO\�UHGHHP�������ZRUWK�RI�Z%7&�IRU���867��'XULQJ�Db
FULVLV��WKLV�UHVHUYH�ZRXOG�SURYLGH�D�VWURQJ�EDFNGURS�IRU�867�
7HUUD
V�FR��IRXQGHU��'R�.ZRQ��ZDQWV�WKH�867�VWDEOHFRLQ�WR�EH�WKH�ȴUVWb
LQWHUQHW�FXUUHQF\�WR�DGRSW�WKH��%LWFRLQ�VWDQGDUG��
7R�DFFRPSOLVK�WKLV��WKHb/)*�KDV�VHW�D�JRDO�RI�SXUFKDVLQJ����%�LQb
%LWFRLQ�UHVHUYHV��7KH\�KDYH�DFFXPXODWHG��������%7&�VR�IDU������%��

7HUUD
V�$OJRULWKPLF�6WDEOHFRLQ���867
6LQFH�������WKH�PDUNHW�FDS�IRU�VWDEOHFRLQV�KDV�H[SHULHQFHG�SDUDEROLF�JURZWK��)XHOHG�E\�WKH�ULVH�RIb
'H)L�DQG�WKH�XWLOLW\�VWDEOHFRLQV�SURYLGH�WR�XVHUV��WKH�FXPXODWLYH�PDUNHW�FDS�IRU�VWDEOHV�KDV�H[SORGHGb
IURP������PLOOLRQ�WR�PRUH�WKDQ������ELOOLRQ�
+RZHYHU��FRQFHUQV�VXUURXQGLQJ�WRNHQ�FHQWUDOL]DWLRQ�DQG�WKH�DELOLW\�WR�EH�FRQȴVFDWHG�KDYH�KLJKOLJKWHGb
WKH�QHHG�IRU�D�GHFHQWUDOL]HG�VWDEOHFRLQ��7HUUD
V�867�DLPV�WR�VROYH�WKH�LVVXH�
867�XVHV�D�PLQW�DQG�EXUQ�PHFKDQLVP�WR�GHIHQG�DQG�PDLQWDLQ�WKH�����������SHJ��)RU�HYHU\����867b
PLQWHG�����LQ�WKH�/81$�WRNHQ�LV�EXUQHG�
ΖI�867�LV�!��������XVHUV�FDQ�EXUQ����RI�/81$�DQG�PLQW����RI�867�WR�FDSWXUH�WKH�SURȴW��:KHQ�867��b
�������EX\HUV�FDQ�SXUFKDVH�867�DW�D�GLVFRXQW�DQG�VZDS�LW�IRU�D����/81$�WRNHQ�
0DUNHWbGHPDQG�IRU�7HUUD
V�QDWLYH�867�KDV�UHVXOWHG�LQ�D���[bLQFUHDVH�LQ�PDUNHW�FDSbJURZWK�IURPb
����%�WR������%�VLQFH�4��������$V�D�UHVXOW��867�LV�WKH�QRZ���WK�ODUJHVW�GLJLWDO�DVVHW�E\�PDUNHW�FDS�

*UD\VFDOH
V�+LVWRULF�3XUFKDVLQJ�3UHVVXUH���*%7&b
7KH�/XQD�)RXQGDWLRQ�*XDUG�SODQV�WR�LQLWLDOO\�SXUFKDVH���%�LQ�%LWFRLQb
RYHU�WKH�QH[W����PRQWKV�ZLWK�D�ORQJHU��WHUP�JRDO�WR�SXUFKDVH����%�b7KH\b
KDYH�DQ�HVWLPDWHG�����%�OHIW�WR�GHSOR\�
7KLV�EX\LQJ�SUHVVXUH�DPRXQWV�WR�URXJKO\������PLOOLRQ�GD\�
:H�ZLWQHVVHG�VLPLODU�EX\LQJ�SUHVVXUH�IRU�%LWFRLQ�LQ������ZKHQ�����%�RIb
DQQXDO�LQȵRZV�WR�*UD\VFDOH
V�*%7&�7UXVW�FRQVWUDLQHG�WKH�VXSSO\b
DYDLODEOH�RQ�WKH�RSHQ�PDUNHW�
ΖQb4��������*UD\VFDOH
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&RLQEDVH�LPSOHPHQWV�FRQWURYHUVLDO�UHTXLUHPHQWV�IRU�XVHU�LQIRUPDWLRQ�ZKHQ�FXVWRPHUV�ZLWKGUDZ�DVVHWVb
WR�DQ�H[WHUQDO�ZDOOHW��&XUUHQWO\��WKHVH�FRXQWULHV�RQO\�LQFOXGH�&DQDGD��-DSDQ��DQG�6LQJDSRUH�
(8�3DUOLDPHQW�YRWHV�WR�SDVV�D�ODZ�WKDW�H[WHQGV�DQWL��PRQH\�ODXQGHULQJ�UHTXLUHPHQWV�WR�RXWODZb
DQRQ\PRXV�FU\SWR�WUDQVDFWLRQV��7UDQVDFWLRQV�ZRXOG�QHHG�WR�EH�LGHQWLȴHG��LQFOXGLQJ�VHOI��KRVWHG�ZDOOHWV�
6HQDWRU�:DUUHQ�LQWURGXFHV�WKH�'LJLWDO�$VVHW�6DQFWLRQV�&RPSOLDQFH�(QKDQFHPHQW�$FW�ELOO��ΖW�DLPV�WR�SODFHb
VZHHSLQJ�UHVWULFWLRQV�RQ�WKH�FU\SWRFXUUHQF\�HFRV\VWHP�XQGHU�WKH�JXLVH�RI�5XVVLDQ�HFRQRPLF�VDQFWLRQV�
$XVWUDOLDQ�EDQN�$1=�LV�WHDPLQJ�XS�ZLWK�EORFNFKDLQ�LQIUDVWUXFWXUH�ȴUP��)LUHEORFNV�WR�FUHDWH�DQ�$8'b
VWDEOHFRLQ�
%LQDQFH�DQG�)7;�VHFXUH�FU\SWR�DVVHW�VHUYLFH�SURYLGHU�OLFHQVHV�WR�RSHUDWH�LQ�'XEDL�
.DWLH�+DXQ��WKH�JHQHUDO�SDUWQHU�DW�$QGUHHVVHQ�+RURZLW]��OHDYHV�WR�VWDUW�KHU�RZQ�FU\SWR�IXQG��6KHb
UHFHQWO\�UDLVHG������ELOOLRQ��WKH�ODUJHVW�GHEXW�IXQG�HYHU�E\�D�IHPDOH�9&�
ΖQ�UHVSRQVH�WR�LQVWLWXWLRQDO�FOLHQWV
�LQWHUHVW��&0(�*URXS�ODXQFKHV�PLFUR�%7&�DQG�(7+�RSWLRQV�SURGXFWV�

7KH�/XQD�)RXQGDWLRQ�*XDUG�KDV�DFFXPXODWHG�PRUH�WKDQ��������%LWFRLQ�LQ�UHVHUYHV�WR�PDLQWDLQ�WKH������b
VWDEOHFRLQ�SHJ�RI��867��7KH�FR��IRXQGHU�RI�7HUUD��'R�.ZRQ��LPSOLHG�WKH\�SODQ�WR�SXUFKDVH������PLOOLRQ�GD\b
IRU�WKH�QH[W�WKUHH�PRQWKV�
$9$;�SODQV�WR�DGG�QDWLYH�VXSSRUW�IRU�EULGJLQJ�%LWFRLQ�GLUHFWO\�LQWR�WKH�$YDODQFKH�EORFNFKDLQ�LQ�4�������b
WKLV�ZLOO�H[SDQG�RSSRUWXQLWLHV�IRU�%7&�LQ�$9$;
V�'H)L�HFRV\VWHP�
*UD\VFDOH�LV�ODXQFKLQJ�WKH�6PDUW�&RQWUDFW�3ODWIRUP�([��(WKHUHXP�)XQG��*6&3[(��WR�R΍HU�LQYHVWRUVb
H[SRVXUH�WR�DOWHUQDWLYH�VPDUW�FRQWUDFW�SODWIRUPV��&XUUHQWO\��WKH�IXQG�ZLOO�KROG�&DUGDQR��6RODQD��0DWLF��b
3RONDGRW��$OJRUDQG��DQG�$YDODQFKH�
3RONDGRW�SDUDFKDLQ�SURMHFW��$FDOD��ODXQFKHV�D������PLOOLRQ�HFRV\VWHP�IXQG�WR�ERRVW�WKH�DGRSWLRQ�RI�LWVb
VWDEOHFRLQ��D86'�
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(WKHUHXP�FUHDWRU��9LWDOLN�%XWHULQ��LV�IHDWXUHG�RQ�WKH�FRYHU�RI�7Ζ0(�PDJD]LQH��7KH�DUWLFOH�IHDWXUHV�9LWDOLN
V�OLIHb
DQG�GLVFXVVHV�SRWHQWLDO�VRFLHWDO�EHQHȴWV�KH�KRSHV�WKH�(WKHUHXP�SURWRFRO�FDQ�DFKLHYH��7KLV�LQFOXGHV�EHLQJ�Db
FRXQWHUZHLJKW�WR�DXWKRULWDULDQ�JRYHUQPHQWV�DQG�GLVUXSWLQJ�6LOLFRQ�9DOOH\
V�FRQWURO�RI�SHRSOHV
�GLJLWDO�OLYHV�
(Ζ3������KDV�EXUQHG�PRUH�WKDQ���PLOOLRQ�(WKHUHXP��DQ�DJJUHJDWH�YDOXH�RI�RYHU������ELOOLRQ�
*DPH6WRS
V�1)7�PDUNHWSODFH�EHWD�JRHV�OLYH�DV�WRWDO�1)7�VDOHV�YROXPH�RQ�(WKHUHXP�VXUSDVVHV�����ELOOLRQ�
3RSXODU�EORFNFKDLQ�JDPH�$[LH�ΖQȴQLW\
V�5RQLQ�VLGH��FKDLQ�H[SHULHQFHV�D������PLOOLRQ�EULGJH�H[SORLW��7KHb
KDFNHU�VXFFHVVIXOO\�VLSKRQHG���������(7+��ZKLFK�KDV�QRW�\HW�EHHQ�UHFRYHUHG�

7KH�86
V�WRS�RLO�DQG�JDV�SURGXFHU��([[RQ�0RELOH��GLVFXVVHV�H[SDQGLQJ�LWV�%LWFRLQ�PLQLQJ�SLORW�SURJUDPb
JOREDOO\��:KLOH�LW�GRHV�QRW�UHGXFH�FDUERQ�HPLVVLRQV��H[FHVV�QDWXUDO�JDV�HQHUJ\�FDQ�EH�XVHG�WR�SURYLGHb
VHFXULW\�WR�WKH�%LWFRLQ�QHWZRUN�UDWKHU�WKDQ�EXUQHG�R΍�DQG�ZDVWHG�
7KH�5XVVLDQ�6WDWH�'XPD
V�(QHUJ\�FRPPLWWHH�FKDLU��3DYHO�=DYDOQ\��GLVFXVVHV�DFFHSWLQJ�%LWFRLQ�DV�SD\PHQWb
IRU�HQHUJ\�H[SRUWV�
5LR�GH�-DQHLUR�DQQRXQFHV�LW�ZLOO�DFFHSW�%LWFRLQ�IRU�WD[HV�UHODWHG�WR�XUEDQ�UHDO�HVWDWH��7KH�SUR��FU\SWR�WD[�ODZVb
ZLOO�EH�LPSOHPHQWHG�VWDUWLQJ�LQ������
*UD\VFDOH�KDV�QRW�UXOHG�RXW�DQ�DGPLQLVWUDWLYH�SURFHGXUH�DFW�ODZVXLW�LI�6(&�GHQLHV�WKHLU�DSSOLFDWLRQ�WRb
FRQYHUW�*UD\VFDOH�%LWFRLQ�7UXVW��*%7&��LQWR�D�%LWFRLQ�(7)�

3DJH��
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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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