
:KLOH�WDNLQJ�LQ�D�UHFHQW�1+/�KRFNH\�JDPH��ZH�
JRW�WR�WKLQNLQJ�DERXW�WKH�SHFXOLDULWLHV�RI�KXPDQ�
QDWXUH�DQG�KRZ�JURXS�G\QDPLFV�PLJKW�EH�
PDNLQJ�DQ�RXWVL]HG�FRQWULEXWLRQ�WR�WKH�UHFHQW�
SOXQJH�LQ�VWRFN�SULFHV��'XULQJ�D�VWRSSDJH�LQ�SOD\�
PLGZD\�WKURXJK�WKH�ILUVW�SHULRG��WKH�WHDP�PDVFRW�
PDGH�RQH�RI�LWV�IUHTXHQW�DSSHDUDQFHV�LQ�WKH�
ORZHU�ERZO��WKLV�WLPH�ZLHOGLQJ�DQ�DLU�SRZHUHG�
ED]RRND�GHVLJQHG�WR�IOLQJ�WLJKWO\�ZUDSSHG�W�VKLUW�
EDOOV�DFURVV�WKH�DUHQD�DQG�LQWR�WKH�KDQGV�RI�OXFN\�
IDQV��7KRXJK�ZH·YH�QHYHU�KDG�WKH�IRUWXQH�WR�
VQDUH�RQH�RI�WKHVH�JDUPHQW�ERPEV�² DQG�PXVW�
FRQIHVV�WR�QHYHU�KDYLQJ�VHHQ�RQH�LQ�LWV XQIXUOHG
IRUP ² ZH·UH�UHDVRQDEO\�FRQILGHQW�WKDW�WKH�VKLUWV�
EHLQJ�JLYHQ�DZD\�PDQ\�WLPHV�HDFK�QLJKW�DUHQ·W�
FUDIWHG�RI�ILQH�SLPD�FRWWRQ�RU�SDLQVWDNLQJO\�KDQG�
HPEURLGHUHG�ZLWK�WKH�WHDP·V�FUHVW��6WLOO��ZKHQ�WKH�
EDUUHO·V�SRLQWHG�WKHLU�ZD\��SDWURQV�ZLWK�WKH�
PHDQV�WR�VLW�LQ�WKH�ULQN·V�EHVW�VHDWV�DUH�VXGGHQO\�
RYHUFRPH�ZLWK�GHVLUH�IRU�D�PHPHQWR�WKDW�WKH\�
ZRXOGQ·W�OLNHO\�WKLQN�WZLFH�DERXW�LQ�DQ\�RWKHU�
FLUFXPVWDQFH��7KH�KRSHIXO�IHHG�RII�HDFK�RWKHU·V�
HQHUJ\��VKHGGLQJ�UHVWUDLQW�DV�WKH\�ZDYH�DUPV��
ZKLVWOH��KROOHU��DQG�MXPS�XS�DQG�GRZQ��WU\LQJ�
GHVSHUDWHO\�WR�FDWFK�WKH�H\H�RI�WKH�JXQ�WRWLQJ�
VWXII\�

$URXQG�WKH�VDPH�WLPH�WKDW�ZH�ZHUH�ZDWFKLQJ WKH
UHODWLYHO\ ZHOO�KHHOHG�MRVWOH�IRU�DWWHQWLRQ�LQ�D�W�
VKLUW�WRVV��D�UXQ�RI�WKH�PLOO�HTXLW\�PDUNHW�
FRUUHFWLRQ�ZDV�UDSLGO\�WDNLQJ�RQ�D�PRUH�EHDULVK�

WRQH��,Q�WKH�VSDFH�RI�MXVW�D�IHZ�ZHHNV��WKH�
FROOHFWLYH�SHUFHSWLRQ�RI�VWRFN�YDOXDWLRQV�DQG�
XQGHUO\LQJ�EXVLQHVV�FRQGLWLRQV�ZDV�XSHQGHG�DQG�
PHDVXUHV�RI�LQYHVWRU�VHQWLPHQW�VKRW�IURP�PLOGO\�
SRVLWLYH�WR�GHHSO\�SHVVLPLVWLF��$V�UHFHQWO\�DV�ODWH�
VXPPHU��LQYHVWRUV�ZRUULHG�WKDW�WKH�HFRQRPLF�
EDFNGURS�ZDV�WRR�JRRG�DQG�WKDW�FHQWUDO�EDQNHUV�
ZRXOG�EH�IRUFHG�WR�UDLVH�LQWHUHVW�UDWHV�VHYHUDO�
WLPHV�WR�JHW�DKHDG�RI�SRWHQWLDO�LQIODWLRQ��QRZ��
WKRXJK��WKH�PDUNHW�FRQYXOVHG�ZKHQ�D�PHUH����
EDVLV�SRLQW�KLNH�E\�WKH�86�)HGHUDO�5HVHUYH�ZDV
DFFRPSDQLHG�E\�FRPPHQWV�ZKLFK�ZHUH�
SHUFHLYHG�DV�QRW�TXLWH�VXIILFLHQWO\�GRYLVK�

%HFDXVH�WKH�GURS�LQ�HTXLW\�SULFHV�ZDV�UHODWLYHO\�
VXGGHQ�DQG�KDVQ·W�FRLQFLGHG�ZLWK�D�FRUSRUDWH�
HDUQLQJV�VOXPS�RU�D�VLJQLILFDQW�GHWHULRUDWLRQ�LQ�
UHSRUWHG�FRPPHUFLDO�DFWLYLW\��ZH·UH�LQFOLQHG�WR�
EHOLHYH�WKDW�WKH�VZRRQ�UHSUHVHQWV�PRUH�RI�D�
PDUNHW�HYHQW�WKDQ�DQ�HFRQRPLF�RQH��6HYHUDO�
PDUNHUV�IURP�WKH�IURQW�OLQHV�RI�WKH�86�HFRQRP\�
VXSSRUW�WKLV�YLHZ�

� &RVWFR�UHSRUWHG�VDPH�VWRUH�VDOHV�JURZWK�
VLJQLILFDQWO\�DKHDG�RI�DQDO\VW�H[SHFWDWLRQV��
LQFOXGLQJ�D�MXPS�RI�PRUH�WKDQ�����LQ�H�
FRPPHUFH�

� 7DUJHW�HQMR\HG�D�VLPLODU�OLIW�LQ�UHFHQW�
PRQWKV��ZLWK�WKH�&(2�FRPPHQWLQJ�WKDW�
WKH�SUHVHQW�´FRQVXPHU�HQYLURQPHQW�LV�
SHUKDSV�WKH�VWURQJHVW�,·YH�HYHU�VHHQµ�
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2Q�PDUNHW�VZLQJV�DQG�WKH�EHKDYLRXU�RI�FURZGV



� ,Q�HDUO\�'HFHPEHU��'DUGHQ�UHVWDXUDQWV�
�SDUHQW�RI�2OLYH�*DUGHQ��/RQJKRUQ�
6WHDNKRXVH��DQG�RWKHUV��VDLG�WKDW�QRW�RQO\�
KDYH�VDOHV�EHHQ�VWURQJ��EXW�FXVWRPHUV�DUH�
SXUFKDVLQJ�DGG�RQV�DQG�XSJUDGHV�WR�
VWDQGDUG�PHDOV�DW�D�UHFRUG�FOLS�

� $W�WKH�GHSWKV�RI�
WKH�PDUNHW�
SOXQJH��'0�
KROGLQJ�1LNH�
UHSRUWHG�EORZ�
RXW�HDUQLQJV��
ZLWK�PDQDJH�
PHQW�FRPPHQW�
LQJ�WKDW�LW�
´ZDVQ·W�VHHLQJ�
DQ\�LPSDFW�IURP�
IULFWLRQ�RQ�WUDGH�EHWZHHQ�WKH�86�DQG�
&KLQDµ�DQG�WKDW�LW·V�´LQFUHGLEO\�HQHUJL]HG�
DERXW�����µ��

� $FFRUGLQJ�WR�0DVWHUFDUG�6SHQGLQJ3XOVH��
WKH�MXPS�LQ�UHWDLO�VDOHV�IURP�1RYHPEHU��VW

WR�&KULVWPDV�(YH�PDGH�WKLV�WKH�EHVW�
KROLGD\�VKRSSLQJ�VHDVRQ�LQ�VL[�\HDUV�

1RQH�RI�WKHVH�VXJJHVW�D�IDLOLQJ�HFRQRP\�RU�
FDSLWXODWLQJ�FRQVXPHU��\HW�VHYHUDO�FRPPHQWDWRUV�
KDYH�VXGGHQO\�SLOHG�RQWR�WKH�LGHD�WKDW�ZH·UH�VHW�
IRU�D�PHDQLQJIXO�VORZGRZQ�² PD\EH�HYHQ�D�
UHFHVVLRQ ² LQ�WKH�FRPLQJ�\HDU��(YHQ�IURP�D�
EURDGHU�YLHZ��WKRXJK��LW·V�GLIILFXOW�WR�ILQG�PXFK�LQ�
WKH�ZD\�RI�GHFHOHUDWLRQ��,Q�'HFHPEHU��WKH�86�
HFRQRP\�FUHDWHG���������MREV��EORZLQJ�SDVW�
H[SHFWDWLRQV�RI���������DGGLWLRQV��ZKLOH�WKH�FKDUW�
EHORZ�VKRZV�WKDW�WUXFNLQJ�WRQQDJH�LQ�WKH�86�KDV�

UHPDLQHG�UREXVW�ULJKW�XS�WR�LWV�ODWHVW�UHDGLQJ��ZH�
FRXOG�VXEVWLWXWH�WUXFNLQJ�YROXPHV�ZLWK�UDLO�GDWD��
DLU�IUHLJKW��RU�DJJUHJDWH�LQGXVWULDO�SURGXFWLRQ�DQG�
WKH�FKDUW�ZRXOG�ORRN�DERXW�WKH�VDPH��
$V�\RX�FDQ�VHH��WKH�DPRXQW�RI�JRRGV�VKLSSHG�E\�
WUXFN�VRXWK�RI�WKH�ERUGHU�DQG�WKH�SHUIRUPDQFH�RI�
WKH�6	3�����KDYH�ERUQH�D�FORVH�FRUUHODWLRQ�RYHU�

WKH�SDVW����\HDUV��
:KLOH�VWRFNV�
SOXQJHG�E\�DV�
PXFK�DV�����LQ�
WKH�IRXUWK�
TXDUWHU�RI�������
KRZHYHU��
WUXFNLQJ�YROXPHV�
ZHUH�FOLPELQJ�WR�
DQ�DOO�WLPH�KLJK��
UHVXOWLQJ�LQ�D�UDUH�

GLYHUJHQFH�RI�WUHQG�DQG�RSHQLQJ�XS�D�VLJQLILFDQW�
JDS�EHWZHHQ�DFWLYLW\�LQ�WKH�UHDO�HFRQRP\�DQG�WKH�
EHKDYLRXU�RI�HTXLW\�SULFHV�

:KHQ�VWRFNV�GHFOLQH�DV�VKDUSO\�DV�WKH\�KDYH�LQ�
UHFHQW�ZHHNV��WDONLQJ�KHDGV�DUH�TXLFN�WR�GHFODUH�
WKDW�´WKH�PDUNHW�LV�WHOOLQJ�XV�VRPHWKLQJµ��DV�LI�WKH�
FROOHFWHG�ZLVGRP�RI�WKH�VKDUH�WUDGLQJ�FURZG�
QHFHVVDULO\�FDUULHV�VRPH�HFRQRPLF�FODLUYR\DQFH��
:H�SXW�OHVV�IDLWK�LQ�WKH�IRUHVLJKW�RI�WKH�EURDG�
LQYHVWLQJ�SXEOLF��KRZHYHU��DQG�PXFK�DV�IDQV�DW�D�
KRFNH\�JDPH�ZLOO�EHKDYH�OHVV�UDWLRQDOO\�WKDQ�
RWKHUZLVH�ZKHQ�VZHSW�XS�E\�WKH�IHUYRXU�RI�WKRVH�
DURXQG�WKHP��LW·V�DOPRVW�FHUWDLQ�WKDW�PDUNHW�
SOD\HUV�DUH�MXVW�DV�OLNHO\�WR�GLVFDUG�WKHLU�EHWWHU�
MXGJHPHQW�ZKHQ�H[FLWHPHQW�RU�DQ[LHW\�DUH�
UXQQLQJ�KLJK��,Q�IDFW��GLVSURRI�RI�WKH�PDUNHW·V�
SUHGLFWLYH�SRZHU�FDQ�EH�IRXQG�LQ�WKH�FLUFOHG�DUHD�



RI�WKH�WUXFNLQJ�FKDUW��:KHQ�YROXPHV�IODW�OLQHG�LQ�
������VWRFNV�LJQRUHG�WKLV�WDQJLEOH�RPHQ�DQG�
FOLPEHG�VWHDGLO\�WR�PDUN�QHZ�KLJKV��XQIRUWXQDWHO\�
REOLYLRXV�WR�WKH�HFRQRPLF�DQG�PDUNHW�QRVH�GLYH�
WKDW�ZRXOG�EHJLQ�MXVW�D�IHZ�PRQWKV ODWHU��
6RPHWLPHV��LQ�IDFW��WKH�PDUNHW�LV ZURQJ�

$V�ZLOG�SULFH�VZLQJV�DQG�LQFHQGLDU\�KHDGOLQHV�
FKDOOHQJH�FRQILGHQFH��WKHUH�DUH�DW�OHDVW�D�IHZ�
WKLQJV�ZRUWK�UHPHPEHULQJ��)LUVW��QR�PDWWHU�KRZ�
SHUVXDVLYHO\�FRPPHQWDWRUV��MRXUQDOLVWV��DQG�
VWUDWHJLVWV�SUHVHQW�WKHLU�SUHGLFWLRQV�DQG�
SUHVFULSWLRQV��WKH�IDFW�LV�WKDW�QRQH�RI�WKHP�UHDOO\�
NQRZV��$V�WKH�VD\LQJ�JRHV��LI�WKH\�WUXO\�KDG�VXFK�
SUL]HG�NQRZOHGJH��WKH\�ZRXOGQ·W�EH ZULWLQJ�D�
EORJ��RU�WDONLQJ�RQ�79��RU�ZRUNLQJ�IRU�D�EDQN��$�
FRXSOH�RI�\HDUV�DJR��D�FRQVXOWLQJ�ILUP��&;2�
$GYLVRU\��GHFLGHG�WR�WHVW�WKH�IRUHFDVWLQJ�DELOLW\�RI�
:DOO�6WUHHW·V�EHVW�NQRZQ�LQYHVWPHQW�JXUXV�E\�
FROOHFWLQJ�GDWD�RQ�PRUH�WKDQ������SUHGLFWLRQV�E\�
WKHVH ILQDQFLDO�OXPLQDULHV�DQG�JUDGLQJ�HDFK�IRU�LWV�
DFFXUDF\��7KH�UHVXOW"�2QO\�����RI�IRUHFDVWV�ZHUH�
FRUUHFW�¬�D�VFRUH�WKDW�ZRXOG�KDYH�EHHQ�EHDWHQ�
E\�D�FRLQ�WRVV�

6HFRQG��GHVSLWH�ZKDW�WKH�PDUNHW�LV�SXUSRUWHGO\�
WHOOLQJ�XV��WKH�ZRUOG·V�PRVW�LPSRUWDQW�HFRQRP\�
�DQG D�VLJQLILFDQW�FRQWULEXWRU�WR�&DQDGD·V�
HFRQRPLF�ZHOO�EHLQJ��LV�GRLQJ�MXVW�ILQH��<HV��WKHUH�
KDYH�EHHQ�SRFNHWV�RI�GLIILFXOW\�² $SSOH�KDG�D�ELJ�
VWXPEOH�LQ�&KLQD��EXW�LW·V�XQFOHDU�KRZ�PXFK�WKLV�
VKRUWIDOO�KDG�WR�GR�ZLWK�WUDGH�WURXEOHV�RU�KDOWLQJ�
JURZWK��DQG�KRZ PXFK�MXVW�UHIOHFWV�WKH�IDFW�WKDW�
WKH�FRXQWU\�LV�VWLOO�IDU�IURP�ZHDOWK\�RQ�D�SHU�
FDSLWD�EDVLV�DQG�RQO\�KDV�VR�PXFK�FDSDFLW\�WR�
SXUFKDVH�RU�XSJUDGH�������OX[XU\�LWHPV��%DFN�RQ�

RXU�VKRUHV��FRPSDQLHV�DUH�KLULQJ��FRQVXPHUV�DUH�
FRQILGHQW�DQG�EHKDYLQJ�WKDW�ZD\��DQG�UHFHQW�
FRPPHQWDU\�IURP�PRVW�FRUSRUDWH�PDQDJHPHQW�
WHDPV�KDV�EHHQ�GHFLGHGO\�SRVLWLYH��(DUQLQJV�
JURZWK�LQ�WKH�86�DOPRVW�FHUWDLQO\�ZRQ·W�EH�DV�
KLJK�LQ������DV�LW�ZDV�ODVW�\HDU�ZKHQ�D�PDVVLYH�
WD[�FXW�SURYLGHG�D�WDQJLEOH�ERRVW��EXW�LW�VKRXOG�
EH�UHODWLYHO\�VWURQJ�QRQHWKHOHVV��$W�WKH�VDPH�
WLPH��HTXLW\�PDUNHW�YDOXDWLRQV�DUH�QRZ�EHORZ����
\HDU�DYHUDJHV��HYHQ�WKRXJK�LQWHUHVW�UDWHV�DUH�
VLJQLILFDQWO\�ORZHU�QRZ�WKDQ�LQ�YLUWXDOO\�HYHU\�\HDU�
RI�WKDW�VL[�GHFDGH�VSDQ��$JDLQVW�WKLV�EDFNGURS��LW·V�
GLIILFXOW�WR�HQYLVLRQ�WKH FXUUHQW�PDUNHW�VHWEDFN�
VZHOOLQJ�LQWR�D�SURORQJHG��JULQGLQJ�GRZQWXUQ�

)LQDOO\��TXDUWHUV�OLNH�WKH�RQH�MXVW�SDVVHG�DUH�
XQIRUWXQDWHO\�WKH�SULFH�RI�DGPLVVLRQ�WR�WKH�
XSVLGH�RI�HTXLW\�RZQHUVKLS��7KH�ULVN�EHLQJ�
UHDOL]HG�DW�WKH�PRPHQW�LV�PHUHO\�WKH�IOLS�VLGH�RI�
WKH�VDPH�FRLQ�WKDW�JHQHUDWHV�WKH�ORQJ�WHUP�
FRPSRXQG�JURZWK�WKDW�PRVW�RI�XV�UHTXLUH�WR�VWD\�
DKHDG�RI�LQIODWLRQ�DQG�PHHW�RXU�LQYHVWPHQW�JRDOV��
:LWKRXW�IHDU�RI�SHULRGLF�GHFOLQH��KRZHYHU��VWRFNV�
ZRXOG�EH�ELG�XS�WR�WKH�SRLQW�WKDW�WKH\�RIIHUHG�
WKH�VDPH�PHDJUH�UHWXUQV�DV�RWKHU�ULVN�IUHH�DVVHWV��
VXFK�DV�WUHDVXU\�ELOOV�DQG�JRYHUQPHQW�ERQGV��

7KH�IRXUWK�TXDUWHU�RI������ZDV�XQTXHVWLRQDEO\�D�
EDG�RQH�DQG��DEVHQW�D�SRVW�&KULVWPDV�UDOO\��LW�
ZRXOG�KDYH�UDQNHG�DPRQJVW�WKH�ZRUVW�VLQFH�WKH�
EHJLQQLQJ�RI�WKH�6HFRQG�:RUOG�:DU��7ZR SRLQWV�
VKRXOG�EH�QRWHG�DERXW�KRUULEOH�PDUNHW�LQWHUYDOV��
WKRXJK��ILUVW��WKH\�VFDUH�D�ORW�RI�SHRSOH�RXW�RI�WKH�
PDUNHW�DQG��VHFRQG��LQ�GRLQJ�VR�WKH\�RIWHQ�VHW�
WKH�VWDJH�IRU�D�ELJ�FRPHEDFN�IRU�WKRVH�ZKR



UHPDLQHG�FRPPLWWHG�WR�WKHLU�LQYHVWPHQW�SODQV�
�VHH�WDEOH�EHORZ��

:H�FDQ·W�VD\�ZKHWKHU������ZLOO�EULQJ�D�UHFRYHU\
VLPLODU�WR�WKRVH�OLVWHG�KHUH��EXW�JLYHQ�WKH�
UHDVRQDEOH�OHYHO�RI�HTXLW\�YDOXDWLRQV��LQWHUHVW

UDWHV WKDW�UHPDLQ�KLVWRULFDOO\�ORZ��DQG�DQ�
HFRQRP\�ZKLFK�FRQWLQXHV�WR�FUHDWH�MREV�DQG�
VXSSRUW�FRQVXPSWLRQ�JURZWK��VXFK�D�UHVXOW�
ZRXOGQ·W�EH�VXUSULVLQJ�LQ�WKH�OHDVW�


