
7KH�VXPPHU�TXDUWHU�EHJDQ�ZLWK�1RUWK�$PHULFDQ�
PDUNHWV�KDYLQJ�IXOO\�HUDVHG�WKHLU�VWHHS�GHFOLQH�RI�
ODWH������DQG�SULQFLSDO�EHQFKPDUNV�UHDFKLQJ�QHZ�
KLJKV�LQ�WKH�SURFHVV��:H·UH�QRW�DZDUH�RI�DQ\RQH�
SUHGLFWLQJ�VXFK�D�SRZHUIXO�VWDUW�WR�WKH�\HDU��RQH�
ZKLFK�VDZ�WKH�6	3�����SRVW�LWV�EHVW�ILUVW�KDOI�LQ�
PRUH�WKDQ�WZR�GHFDGHV�DQG�WKH�'RZ�ORJ�LWV�
VWURQJHVW�-XQH�LQ����\HDUV��WKRXJK�ZH�GR�UHFDOO�
VHYHUDO�H[SHUWV�FDOOLQJ�IRU�FRQWLQXHG�WURXEOH�DQG��
LQ�PRUH�WKDQ�D�IHZ�FDVHV��WKH�EXOO�PDUNHW·V�
RXWULJKW�GHPLVH�

6HWWLQJ�DVLGH�WKH�FDSDFLW\�IRU�VWRFNV�WR�KXPEOH�
WKRVH�ZKR�SO\�DW�VKRUW�WHUP�SUHGLFWLRQV��D�ORRN�
EDFN�DW�WKH�SDVW�VL[�PRQWKV�LV�ZRUWKZKLOH�WR�JHW�D�
VHQVH�RI�ZKDW�PLJKW�KDYH�VSDUNHG�VXFK�D�VKDUS�
WXUQDURXQG�DQG�WR�VHH�LI�WKH�UHYHUVDO�SURYLGHV�
DQ\�LQVLJKW�LQWR�EURDG�LQYHVWLQJ�FRQGLWLRQV�DQG�
RSWLPDO�SRUWIROLR�VWUXFWXUH��$V�LW�WXUQV�RXW��
WKRXJK��DOPRVW�QRQH�RI�WKH�WKLQJV�WKDW�ZHUH�
ERWKHULQJ�LQYHVWRUV�DW�WKH�HQG�RI�ODVW�\HDU�ZHUH�
UHVROYHG�LQ�WKH�ILUVW�KDOI�RI������DQG�VHYHUDO�
DFWXDOO\�GHWHULRUDWHG�

*HRSROLWLFV ² ZKLOH�5XVVLD�DQG�1RUWK�.RUHD�
UHPDLQ�YH[LQJ�DV�HYHU��&KLQD�JUHZ�PRUH�
EHOOLJHUHQW�LQ�UHFHQW�PRQWKV��IOH[LQJ�LWV�PXVFOH�LQ�
+RQJ�.RQJ�DQG�DGRSWLQJ�DQ�HYHQ�PRUH�EHOOLFRVH�
WRQH�WRZDUG�7DLZDQ��,UDQ�OHDSW�WR�WKH�IURQW�EXUQHU�
RI�FRQFHUQ�DV�ZHOO��UHVWDUWLQJ�LWV�QXFOHDU�

HQULFKPHQW�SURJUDP�DQG�GRZQLQJ�D�86�GURQH�LQ�
GLVSXWHG�DLUVSDFH�

7UDGH ² %UH[LW�WHUPV�UHPDLQ�XQUHVROYHG�DQG�WKH�
ILQDO�FOHDYLQJ�RI�%ULWDLQ�IURP�WKH�(8�LV�QRZ�WKDW�
PXFK�FORVHU��RPLQRXVO\�VHW�IRU�+DOORZHHQ�RI�WKLV�
\HDU��860&$��WKH�UHSODFHPHQW�IRU�1$)7$� LV�VWLOO�
XQUDWLILHG�DQG�UHFHLYLQJ�QHZ�UHVLVWDQFH�IURP�WKH�
'HPRFUDW�FRQWUROOHG�+RXVH�RI�5HSUHVHQWDWLYHV��
DQG��PRVW�LPSRUWDQWO\��WKH�86�DQG�&KLQD�KDYH�\HW�
WR�UHDFK�DQ�DJUHHPHQW�LQ�WKHLU�WUDGH�VWDQGRII��
ZLWK�QHZ�WDULIIV�KDYLQJ�EHHQ�DGGHG�VLQFH�WKH�
EHJLQQLQJ�RI�WKH�\HDU�

:KLWH�+RXVH ² WKH�3UHVLGHQW·V�SDFH�RI�FKDVLQJ�
VWUDZ�PHQ�DQG�SDSHU�WLJHUV�WKURXJK�WKH�
7ZLWWHUVSKHUH�KDV�QRW�VXEVLGHG�DQG�KH�VKRZV�QR�
VLJQ�RI�VKLIWLQJ�KLV�HQHUJ\�IURP�SHUVRQDO�EDWWOHV�
WR�SROLF\�GHYHORSPHQW�

(DUQLQJV ² WKH�OLIW�LQ�VKDUH�SULFHV�ZDVQ·W�GULYHQ�E\�
DQ�HDUQLQJV�VXUJH��DV�SURILW�JURZWK�LV�H[SHFWHG�WR�
EH�VOLJKWO\�QHJDWLYH�IRU�6	3�VWRFNV�LQ�WKH�VHFRQG�
TXDUWHU�DQG�RQO\�PDUJLQDOO\�EHWWHU�LQ�4��

$ERXW�WKH�RQO\�WKLQJ�WKDW�KDV�FKDQJHG�LQ�IDYRXU�
RI�VWRFNV�LV�WKH�SULFH�RI�PRQH\��,W·V�OLNHO\�WKDW�WKH�
PRVW�VLJQLILFDQW�FRQWULEXWRU�WR�WKH�SOXQJH�LQ�
HTXLW\�VHQWLPHQW�ODVW�IDOO�HPDQDWHG�IURP�WKH�
ERQG�PDUNHW��DV�PDUNHWV�EHJDQ�WR�SULFH�LQ�WKH�
SRVVLELOLW\�RI�D�VXVWDLQHG�EXPS�LQ�LQIODWLRQ��$W�
WKDW�WLPH��WKH�\LHOG�RQ�WKH����\HDU�86�7UHDVXU\
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7KH�FRVW�RI�PRQH\�DQG�WKH�SULFH�RI�VWRFNV



%RQG�URVH�DERYH������IRU�WKH�ILUVW�WLPH�LQ�PRUH�
WKDQ�VHYHQ�\HDUV�DQG�VWUDWHJLVWV�EHJDQ�WR�WDON�
DERXW�DQ�H[WHQGHG�SHULRG�RI�WLJKWHQLQJ�SROLF\�E\�
WKH�86�)HGHUDO�5HVHUYH�WR�NHHS�HFRQRP\�ZLGH�
SULFHV�LQ�FKHFN��6LQFH�WKHQ��KRZHYHU��LQIODWLRQ�
UHDGLQJV�KDYH�EHHQ�VRIW�DQG�JOREDO�JURZWK�
H[SHFWDWLRQV�KDYH�FRROHG��7KLV�FKDQJH�LQ�RXWORRN�
FDXVHG�WKH�\LHOG�RQ�WKH����\HDU�WR�UHFHGH�E\�ZHOO�
RYHU�D�WKLUG�WR����E\�WKH�HQG�RI�WKH�VHFRQG�
TXDUWHU��D�VLJQLILFDQW�PRYH�RYHU�DQ\�WLPH�KRUL]RQ��
OHW�DORQH�D�VL[�PRQWK�VSDQ��7KRXJK�ZH�FDQ·W�VD\�
ZLWK�FHUWDLQW\�H[DFWO\�KRZ�PXFK�WKH�IDOO�LQ�ERQG�
\LHOGV�FRQWULEXWHG�WR�WKH�UHERXQG�LQ�VWRFN�SULFHV��
LW�ZDV�XQGRXEWHGO\�D�PHDQLQJIXO�IDFWRU�

7KH�OHYHO�DQG�GLUHFWLRQ�RI�LQWHUHVW�UDWHV�DUH�
LPSRUWDQW�IRU�VWRFNV�IRU�D�QXPEHU�RI�UHDVRQV��QRW�
WKH�OHDVW�RI�ZKLFK�LV�YDOXDWLRQ��LI�VL[�RU�HLJKW�
SHUFHQW�FDQ�EH�HDUQHG�RQ�D�JXDUDQWHHG�QRWH��

7KH�FKDUWV�DERYH�SORW�1RUWK�$PHULFDQ�HDUQLQJV�
\LHOGV��EODFN�OLQH��DJDLQVW����\HDU�JRYHUQPHQW�
ERQG�UDWHV��UHG�OLQH��RYHU�WKH�SDVW����\HDUV��$V�
\RX�FDQ�VHH��HDUQLQJV�\LHOGV�KDYH�WHQGHG�WR�
KRYHU�LQ�WKH������UDQJH�RYHU�WKH�SDVW�WKUHH

LQYHVWRU�H[SHFWDWLRQV�IRU�VWRFN�SHUIRUPDQFH�DUH�
JRLQJ�WR�EH�FRPPHQVXUDWHO\�KLJK��LI�MXVW����LV�
DYDLODEOH�LQ�WKH�ERQG�PDUNHW��WKRXJK��VWRFNV�DUH�
OLNHO\�WR�EH�SULFHG�WR�RIIHU�D�ORZHU�DEVROXWH�
UHWXUQ��&XUUHQWO\��WKH�FRPSDQLHV�FRPSULVLQJ�WKH�
76;�DQG�6	3�LQGLFHV�WUDGH�DW�DERXW���[�WUDLOLQJ�
HDUQLQJV��PHDQLQJ�WKDW�IRU�HYHU\�GROODU�RI�
FRUSRUDWH�LQFRPH JHQHUDWHG�RYHU�WKH�SDVW����
PRQWKV��WKH�PDUNHW�LV�UHTXLULQJ�D�QHZ�SXUFKDVHU�
RI�VKDUHV�WR�SD\�DERXW������,I�ZH�IOLS�WKLV�UDWLR�
DURXQG�DQG�GLYLGH���E\�����WKLV�JLYHV�XV�DQ�
HDUQLQJV�\LHOG�RI�MXVW�XQGHU�����ZKLFK�PLJKW�QRW�
VRXQG�OLNH�DQ�H[WUDRUGLQDU\�UHWXUQ�RQ LWV�RZQ�EXW�
KDSSHQV�WR�EH�YHU\�DWWUDFWLYH�FRPSDUHG�ZLWK�
ZKDW·V�QRZ�RIIHUHG�RQ�DOWHUQDWLYHV��,Q�IDFW��WKH�
SRVLWLYH�VSUHDG�EHWZHHQ�WKH�HDUQLQJV�\LHOG�RQ�
1RUWK�$PHULFDQ�HTXLWLHV�DQG�&DQDGLDQ�DQG�86�
���\HDU�JRYHUQPHQW�ERQG�UDWHV�KDV�UDUHO\�EHHQ�
DV�KLJK�DV�LW�LV�QRZ�

GHFDGHV��QRWZLWKVWDQGLQJ�VKRUW�OLYHG�VSLNHV�DQG�
WURXJKV���ZKLOH�ERQG�UDWHV�KDYH�EHHQ�RQ�D�
SHUVLVWHQW�GRZQZDUG�SDWK��,W·V�DOVR�QRWDEOH�WKDW�
IRU�URXJKO\�WKH�ILUVW�KDOI�RI�WKH�SHULRG��WKH�LQFRPH�
UDWH�RQ�&DQDGLDQ�DQG�86����\HDU JRYHUQPHQW�



ERQGV�H[FHHGHG�WKDW�LPSOLHG�E\�FRUSRUDWH�
HDUQLQJV�DQG�SUHYDLOLQJ�VKDUH�SULFHV��JUH\�VKDGHG
DUHD���EXW�DURXQG�WKH�WXUQ�RI�WKH�PLOOHQQLXP�WKH�
UHODWLRQVKLS�IOLSSHG��ZLWK�JRYHUQPHQW�ERQG�UDWHV�
SDVVLQJ�GHFLVLYHO\�EHORZ�HDUQLQJV�\LHOGV��EOXH�
VKDGHG�DUHD���7KLV�FRQGLWLRQ�FRQWLQXHG�WR�H[SDQG�
RYHU�WKH�HQVXLQJ�GHFDGH�DQG�D�KDOI��VR�WKDW�WKH�
DGYDQWDJH�IRU�VWRFNV�LV�QRZ�VXEVWDQWLDO�LQ�ERWK�
DEVROXWH�WHUPV�DQG�UHODWLYH�WR�KLVWRU\�

7KLV�VWUHWFKHG�UHODWLRQVKLS�PLJKW�KHOS�WR�H[SODLQ�
ZK\�PDUNHWV�VXGGHQO\�UHYHUVHG�FRXUVH�WKLV�\HDU�
DQG�ZK\�GHFOLQHV�VLQFH�WKH������ERWWRP�KDYH�
EHHQ�PDUNHG�E\�WKHLU�EUHYLW\��1RW�ORQJ�DIWHU�
PDUNHWV�UHWUHDW�DQG�LQYHVWRUV�GLJHVW�ZKDWHYHU�
QHZV�LWHP�RU�FROOHFWLYH�ZRUU\�KDV�SUHFLSLWDWHG�WKH�
GURS��WKH\�VHHP�WR�UHDVVHVV�UHODWLYH�YDOXH�DQG�
FRQFOXGH�WKDW��FRPSDUHG�ZLWK�WKH�WUDGLWLRQDO�
DOWHUQDWLYH��VWRFNV�ORRN�SUHWW\�DWWUDFWLYH��,I�LQWHUHVW�
UDWHV�VWD\�ORZ�IRU�DQ�H[WHQGHG�SHULRG�DQG��
SHUKDSV�PRUH�LPSRUWDQWO\��LI�LQYHVWRUV�EHJLQ�WR�
EHOLHYH�WKDW�VXFK�D�VWDWH�ZLOO�EH�ORQJ�ODVWLQJ��WKH�
LPSOLFDWLRQV�IRU�VWRFN�YDOXDWLRQV�DQG�SULFHV�FRXOG�
EH�VLJQLILFDQW��$W�WKH�YHU\�OHDVW��LW�VHHPV�ORJLFDO�
WKDW�ORZ�ERQG�\LHOGV�ZRXOG�SURYLGH�D�PHDVXUH�RI�
GRZQVLGH�VXSSRUW�WR�VWRFN�SULFHV�DQG��IRU�WKH�
SDVW�GHFDGH�DW�OHDVW��WKLV�DSSHDUV�WR�KDYH�EHHQ�
WKH�FDVH��

7KH�ORZ�UDWH�EDFNGURS�FDUULHV�DGGLWLRQDO�
LPSOLFDWLRQV�IRU�VWRFN�LQYHVWLQJ�DQG�DVVHW�
DOORFDWLRQ��)LUVW��DV�PHQWLRQHG��WKH�GHFOLQH�LQ�
ERQG�\LHOGV�IURP�ODVW�IDOO�ZDV�VSXUUHG�E\�D�GURS�
LQ�FRQVHQVXV�H[SHFWDWLRQV�IRU�JOREDO�JURZWK��7KLV�
LV�LPSRUWDQW�EHFDXVH�LQ�D�ORZ�JURZWK�
HQYLURQPHQW��HDUQLQJV�DSSUHFLDWLRQ�LV�QDWXUDOO\�
KDUGHU�WR�FRPH�E\�DQG�VR�FRPSDQLHV�ZKLFK�DUH�

DEOH�WR�SURYLGH�WKLV�WR�LQYHVWRUV�EHFRPH�
FRPSDUDWLYHO\�PRUH�DWWUDFWLYH��'XULQJ�ERWK�WKH�
ORQJ�EXW�KLVWRULFDOO\�WHSLG�HFRQRPLF�UHFRYHU\�
IURP�WKH�GHSWKV�RI�WKH�VXE�SULPH�FULVLV�DQG�LQ�WKH�
PRVW�UHFHQW�PDUNHW�UHERXQG��G\QDPLF�DUHDV�VXFK�
DV�WHFKQRORJ\�DQG�LQWHUQHW�UHWDLOLQJ�KDYH�OHG�WKH�
ZD\��ZKLOH�VORZHU�JURZLQJ�VHFWRUV�OLNH�XWLOLWLHV�
DQG�FRPPRGLW\�SURGXFHUV�KDYH�IDOOHQ�EHKLQG��$W�
WKH�VDPH�WLPH��WKH�YDOXH�VWRFN�VXE�LQGH[�LQ�WKH
86�KDV�WUDLOHG�WKH�JURZWK�EHQFKPDUN�E\�D�
VLJQLILFDQW�PDUJLQ��ZLWK�VWUDWHJLVWV�UHSHDWHGO\�
FDOOLQJ�IRU�D�UHYHUVDO�RI�WKLV�WUHQG�WKDW�QHYHU�
VHHPV�WR�FRPH�

)RU�WKH�PRVW�SDUW��FKHDS�VWRFNV�WHQG�WR�EH�FDSLWDO�
KHDY\�² XWLOLWLHV�ZLWK�PDVVLYH�SRZHU�JHQHUDWLQJ�
SODQWV��DXWR�PDNHUV�DQG�RWKHU�LQGXVWULDOV�ZLWK�
FRPSOH[�PDQXIDFWXULQJ�IDFLOLWLHV��DQG�FRPPRGLW\�
SURGXFHUV�ZLWK�ORWV�RI�SURSHUW\��KHDY\�
HTXLSPHQW��DQG�H[SORUDWLRQ�JHDU��$�SXUH�YDOXH�
PDQDJHU·V�LQWHUHVW�LV�SLTXHG�ZKHQ�KH�RU�VKH�FDQ�
EX\�VXFK�DVVHWV�IRU�SHQQLHV�RQ�WKH�GROODU��OHDYLQJ�
D�VXSSRVHG�PDUJLQ�IRU�HUURU�RQ�LQYHVWPHQW�LQ�
FODVVLF�%HQMDPLQ�*UDKDP�VW\OH��,I�PRQH\�LV�IUHH��RU�
QHDUO\�IUHH���WKRXJK��DQG�VXFK�IL[HG�DVVHWV�FDQ�EH�
UHSODFHG�RU�UHSOLFDWHG�ZLWK�PLQLPDO�ILQDQFLQJ�
FRVW��SHUKDSV�WKH\·UH�QRW�ZRUWK�DV�PXFK�DV�WKH\�
RQFH�ZHUH��,Q�VXFK�DQ�HQYLURQPHQW��PD\EH�
EUDQGV��QHWZRUNV��PDUNHW�VKDUH��DQG�LQQRYDWLRQ�
DUH�ZKHUH�WKH�UHDO�YDOXH�LV��,Q�WKH�UHFHQW�SDVW��WKH�
PDUNHW�KDV�VDLG�WKDW�WKLV�LV�VR�

7KH�WKLUVW�IRU�JURZWK�DQG�WKH�GHVLUH�WR�
GHHPSKDVL]H�IL[HG�FDSLWDO�FDQ�DOVR�EH VHHQ�LQ�WKH�
EHKDYLRXU�RI�LQGLYLGXDO�FRPSDQLHV��:DOPDUW�
ZDQWV�WR�UHWDLO�OLNH�$PD]RQ��'LVQH\�ZDQWV�WR�
VWUHDP�OLNH�1HWIOL[��DQG�0DUULRWW�KDV�HQWHUHG�WKH�



KRPHVKDUH�VSDFH��KRSLQJ�WR�FDSWXUH�VRPH�RI�
$LUEQE·V�¶YLUWXDO·�VXFFHVV��(DFK�RI�WKHVH�PRYHV�LV�
QRWDEOH�QRW RQO\�EHFDXVH�RI�LWV�SURJUHVVLYH�
QDWXUH��EXW�EHFDXVH�WKH\�DUH�DOO�´FDSLWDO�OLJKWµ�² LQ�
RWKHU�ZRUGV��HDFK�LV�GHVLJQHG�WR�JHQHUDWH�
UHYHQXH�ZLWKRXW�WKH�FRVWO\�EXUGHQ�RI�D�EULFNV�DQG�
PRUWDU�UHWDLO�VWRUH��D�VSUDZOLQJ�WKHPH�SDUN��RU�D�
WRZHULQJ�KRWHO��

:LWKLQ�'0�SRUWIROLRV��ZH�VHH�WKLV�G\QDPLF�LQ�WKH�
IRUWXQHV�RI�VWRFNV�OLNH�-3�0RUJDQ�&KDVH�DQG�9LVD��
ERWK�RI�ZKLFK�DUH�YHU\�ZHOO�UXQ�SURYLGHUV�RI�
ILQDQFLDO�VHUYLFHV��7KH�ILUVW�LV�DQ�H[FHSWLRQDO�
RSHUDWRU�LQ�EDQNLQJ�DQG�FRUSRUDWH�ILQDQFH�EXW��LQ�
DGGLWLRQ�WR�LWV�SURYHQ�DFXPHQ�DQG�UHQRZQHG�
PDQDJHPHQW�WHDP��D�SXUFKDVHU�RI�LWV�VKDUHV�JHWV�
H[SRVXUH�WR������RU�VR�EUDQFKHV�ZKLFK�UHTXLUH�
RQJRLQJ�PDLQWHQDQFH�DQG�SHULRGLF�UHIXUELVKPHQW�
WR�PDLQWDLQ�FXVWRPHU�DSSHDO�DQG�ZKLFK�DUH�
VXEMHFW�WR�ULVLQJ�UHQWV�DQG�RWKHU�WHQDQF\�LVVXHV��

7KH VHFRQG��RQ�WKH�RWKHU�KDQG��RZQV�D�GRPLQDQW�
JOREDO�SD\PHQWV�V\VWHP�ZKLFK�LV�HVVHQWLDOO\�UXQ
RQ�FRPSXWLQJ�SRZHU�LQ�RIILFH�VSDFH�ZKLFK�FDQ�EH

VLWXDWHG�LQ�ZKLFKHYHU�MXULVGLFWLRQ�RIIHUV�WKH�EHVW�
PL[�RI�FRVW�DQG�ORJLVWLFV��:KLOH�ERWK�FRPSDQLHV�
KDYH�RXWSHUIRUPHG�WKH�EURDG�PDUNHW�RYHU�WKH�
SDVW�GHFDGH��9LVD·V�HGJH�KDV�EHHQ�H[WUDRUGLQDU\��
ZLWK�WKH�VWRFN�EHVWLQJ�WKH�6	3����·V�UHWXUQ�E\�D�
IDFWRU�RI�QHDUO\�IRXU�WKURXJK�WKH����\HDU�VSDQ�

7KH�TXHVWLRQV�UDLVHG�LQ�WKLV�FRPPHQWDU\�DUH�WKH�
W\SH�ZH�SRQGHU�HYHU\�GD\�LQ�WKH�VWHZDUGVKLS�RI�
\RXU�DVVHWV��8QIRUWXQDWHO\��LQ�LQYHVWLQJ�WKHUH�DUH�
IHZ�GHILQLWH�DQVZHUV��RQO\�SRVVLELOLWLHV�DQG�
SUREDELOLWLHV��7KH�ZLGHU�ZH�FDVW�RXU�UHVHDUFK�QHW��
KRZHYHU��DQG�WKH�PRUH�IDFWRUV�ZH�FRQVLGHU��WKH�
EHWWHU�ZH·UH�DEOH�WR�ZHLJK�SRWHQWLDO�RXWFRPHV�
DQG�FRQVWUXFW�SRUWIROLRV�WKDW�VWULNH�DQ�HIIHFWLYH�
EDODQFH�EHWZHHQ�RSSRUWXQLW\�DQG�ULVN��$PRQJVW�
WKHVH�LQSXWV��ZH�H[SHFW�WKDW�WKH�OHYHO�DQG�
GLUHFWLRQ�RI�LQWHUHVW�UDWHV DQG�WKH�DELOLW\�RI�
FRPSDQLHV�WR�JHQHUDWH�VWURQJ�JURZWK�ZLWK�
¶FDSLWDO�OLJKW·�EXVLQHVV�PRGHOV�ZLOO�FRQWLQXH�WR�
PHDQLQJIXOO\�LPSDFW�ERWK�HTXLW\�PDUNHWV�DQG�RXU�
SRUWIROLR�DOORFDWLRQV�IRU�VHYHUDO�\HDUV�WR�FRPH�

$OO�WKH�EHVW�RI�WKH�VXPPHU�RQ�EHKDOI�RI�WKH�HQWLUH�'L[RQ�0LWFKHOO�WHDP�


