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(TXDO�DQG�2SSRVLWH«�,I�6RODU�:LQV��:KR�/RVHV"�
%\�0LFKDHO�:��3DUNHU DQG�)ORUD�&KDQJ
$� \HDU� DJR� WKH� UDJWDJ� UDEEOH� RI� UHQHJDGHV� WKDW� FRPSULVHG �DQG�
LQYHVWHG�LQ��WKH�7$1�,QGH[�KDG�EHHQ JLYHQ�XS�IRU�GHDG��6RODU�ZDV�
\HVWHUGD\
V� WHFKQRORJ\«� DQG�� DV� WHFKQRORJLHV� JR� LW� ZDVQ
W� HYHQ�
WKDW� JRRG� \HVWHUGD\�� $W� WKH� VDPH� WLPH�� WKH� LQYHVWPHQW� FDVH� IRU�
VRODU�ZDV�VLPSOH DQG�PRQROLWKLF��QRW�GHDG�\HW��6RODU�KDG�EHFRPH�
FKHDS� HQRXJK� WKDW� WKH� FRPELQDWLRQ� RI�86�� &KLQHVH� DQG� -DSDQHVH�
GHPDQG� UHVWUDLQHG� IXUWKHU� PRGXOH� SULFH� GHFOLQHV� DQG� FUHDWHG
PDUJLQ� H[SDQVLRQ� DV� FRVWV� NHSW� IDOOLQJ�� 0DQ\� VRODU� FRPSDQLHV
IRXJKW WKHLU ZD\ RXW� RI� WKH� GHDWK� VSLUDO RYHU� WKH� FRXUVH� RI� ������
7KH�7$1�,QGH[�KDV�WULSOHG�RYHU�WKH�ODVW�\HDU �([KLELW����

([KLELW��
7$1�,QGH[�$SULO ��������� 3UHVHQW

6RXUFH��%ORRPEHUJ

1RZ� WKDW� WKH� VHFWRU� LV RII� WKH� 'HDWK� :DWFK� ± WKH FRQYHQWLRQDO�
ZLVGRP�JRHV�± GHVWLQLHV�ZLWKLQ� WKH�VRODU� LQGXVWU\�ZLOO�GLYHUJH�� ,I�
RQH�SDUW� RI� WKH� VXSSO\�FKDLQ� LV�JRLQJ� WR� FRQWLQXH� WR� EHQHILW�� WKHQ�
VRPH�RWKHU�SDUW�RI�WKH�VRODU�VHFWRU�KDV�WR�ORVH� :H�DUH�QRW�VR�VXUH�

<RX�6D\�'RZQVWUHDP«�,�6D\�8SVWUHDP
,Q� RQH� VFHQDULR�� LW� LV� DVVXPHG� WKDW� WKH� XSVWUHDP� �SRO\VLOLFRQ
SURGXFHUV�� DQG� WKH� PLG�VWUHDP� �PRGXOH PDQXIDFWXUHUV�� ZLOO�
FRQWLQXH� WR� EXPEOH� DORQJ� EXW� WKHLU� ODFN� RI� FDSLWDO� GLVFLSOLQH� ZLOO�
IORRG WKH�PDUNHW�ZLWK�WRR�PXFK�SRO\�DQG� WRR�PDQ\�PRGXOHV�RQ�D�
UHJXODU� HQRXJK� EDVLV� UHVXOWLQJ� LQ� FRQWLQXLQJ� SULFLQJ� DQG� PDUJLQ�
SUHVVXUH��7KH�GRZQVWUHDP �SURMHFW�GHYHORSHUV��ZLOO� FDSWXUH� YDOXH�
DV� LQSXW� SULFHV� NHHS� RQ� IDOOLQJ� DQG� VXEVLGLHV� LQ� WKH� 86� DQG�
HOVHZKHUH�SHUVLVW��

,Q�DQ DOWHUQDWH�VFHQDULR��VLQFH�VRODU�LV�QRZ�FKHDS�HQRXJK�WKDW�WKHUH�
LV�GHPDQG�LQ�XQVXEVLGL]HG�PDUNHWV�LQ�$VLD�DQG�HOVHZKHUH��PRGXOH�
SULFHV�ZRQ
W�IDOO�DQ\�IXUWKHU��'HPDQG�VLPSO\ DEVRUEV DOO�RI�WKH�QHZ�
VXSSO\�RI�ERWK�PRGXOHV�DQG�SRO\VLOLFRQ��$IWHU�DOO��LW
V�D����WULOOLRQ�
HQHUJ\� PDUNHW� WKDW� VRODU� LV� WDSSLQJ� LQWR�� 7KH VRODU� PDUNHW� ZLOO�
HYHQWXDOO\�EUHDN VRODU� VXEVLGLHV� LQ� WKH�86�� LQ�&KLQD�DQG� LQ� -DSDQ�
WKURXJK�VKHHU�YROXPH��MXVW�OLNH�LW�KDV�LQ�HYHU\�RWKHU�PDUNHW�LQ�WKH�
ZRUOG� WKDW�KDV�HYHU� RIIHUHG� VRODU� VXEVLGLHV���'HYHORSHUV�ZLOO� IDFH
ULVLQJ�FRPSHWLWLYH�LQWHQVLW\ DV�VRODU�KLWV� WKH�PDLQVWUHDP DQG�ZHOO�
HVWDEOLVKHG GLVWULEXWLRQ� FKDQQHOV� �OLNH� %LJ� %R[� UHWDLOHUV� RU� FDEOH�
FRPSDQLHV��VWDUW�RIIHULQJ�VRODU��'RZQVWUHDP UHWXUQV�ZLOO�FROODSVH��
3RO\VLOLFRQ�± WKH�KDUGHVW�SDUW�RI�WKH�VXSSO\�FKDLQ�WR�H[SDQG ± ZLOO�
FDSWXUH DOO� WKH� YDOXH� DV� WKH� UHVW� RI� WKH� LQGXVWU\ FRPSHWHV PDUJLQ�
DZD\�LQ�WKH�TXHVW�IRU�SRO\�

'RRU�1R� ���6RODU�:LQV«�7KH�*OREDO�(QHUJ\�0DUNHW�/RVHV
7KHUH�LV�D�WKLUG�VFHQDULR��7KH�IDFW�LV�WKDW�VRODU�LV�QRZ�FKHDS�HQRXJK�
WKDW�LW�FRPSHWHV�ZLWK�RLO��NHURVHQH��GLHVHO�DQG�/1*�LQ�GHYHORSLQJ�
PDUNHWV�DQG�\HW�LV�VWLOO�VPDOO�HQRXJK�WKDW�LW�FDQQRW�GLVWXUE�SULFLQJ�
IRU HQHUJ\ LQ�DQ\�PDUNHW��6RODU�FDQ�VLPSO\�JHW�ELJJHU�DQG�ELJJHU��
*OREDO�HQHUJ\�ORVHV��EXW�WKRVH ORVVHV�DUH�WRR�VPDOO�WR�QRWLFH�

([KLELW��
:HOFRPH�WR�WKH�7HUURUGRPH«���00%78�E\�(QHUJ\�7\SH

6RXUFH��(,$��&,$��:RUOG�%DQN��%HUQVWHLQ�DQDO\VLV

([KLELW�� LV�WKH�FKDUW�WKH�VRODU�LQGXVWU\�KDV�EHHQ�ZRUNLQJ�WRZDUGV�
IRU����\HDUV��6RODU�LV�QRZ�± LQ�WKH�ULJKW�FRQGLWLRQV�± FKHDSHU�WKDQ�
RLO�DQG�$VLDQ�/1*�RQ�DQ�00%78�EDVLV��<HV��ZH�DUH�XVLQJ XWLOLW\�
VFDOH� VRODU� FRVWV� LQ GHYHORSLQJ�PDUNHWV ZLWK� ORWV� RI� VXQ��%XW� WKDW�
GHVFULEHV� WKH� JURZWK� PDUNHWV� IRU� JOREDO� HQHUJ\� WRGD\�� )RU� WKHVH
PDUNHWV VRODU LV�MXVW�FKHDS��FOHDQ��FRQYHQLHQW��UHOLDEOH�HQHUJ\��$QG�
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VLQFH�LW� LV�D WHFKQRORJ\��LW�ZLOO�JHW�HYHQ�FKHDSHU�RYHU� WLPH��)RVVLO�
IXHO� H[WUDFWLRQ� FRVWV� ZLOO� NHHS� ULVLQJ�� 7KHUH LV� D� PDVVLYH� JOREDO�
PDUNHW� IRU� FKHDS� HQHUJ\ DQG WKDW PDUNHW� LV� REOLYLRXV WR SROLF\�
FKDQJHV�DW� WKH�1'5&��0,7,�� WKH�(8�RU� WKH�&38&�� ,I ([KLELW� �
FUHDWHV� FRQVWHUQDWLRQ� DPRQJ HQHUJ\� LQYHVWRUV��([KLELW� � VKRXOG�
PDNH�WKHP�IHHO�EHWWHU«��DW�OHDVW�IRU�D�ZKLOH�

([KLELW��
�����*OREDO�(QHUJ\�6XSSO\�E\�7\SH

6RXUFH��%3�(QHUJ\�6XUYH\��%HUQVWHLQ�DQDO\VLV

6RODU�LV�WLQ\�LQ�WKH�FRQWH[W�RI�JOREDO�HQHUJ\��,W�DFFRXQWHG�IRU�������
RI�JOREDO�HQHUJ\�VXSSO\�LQ�������7KHUHIRUH��WKH�HTXDO�DQG�RSSRVLWH�
HIIHFW� RI� VRODU� DGRSWLRQ� LV� WRR� VPDOO� WR� PDWWHU� WR� WKH� UHVW� RI� WKH�
HQHUJ\�VHFWRU��%RWK�XSVWUHDP�DQG�GRZQVWUHDP�VRODU�SURVSHU��3RO\�
DQG� PRGXOH� SURGXFHUV� FDQ� PDNH� PRQH\� VHOOLQJ� VRODU� SDQHOV� DW�
SULFHV� VR� FKHDS� WKDW� HYHQ� WKRVH OLYLQJ� LQ� WKH� PRVW� ZUHWFKHG�
FRQGLWLRQV�FDQ�EX\�WKHP �FDOO�LW�WKH�5DMDVWKDQ�3ULFH« YLGHR�KHUH���

'HYHORSHUV� PDNH� PRQH\� E\� SD\LQJ� WKH� 5DMDVWKDQ� 3ULFH� IRU� WKH�
SDQHOV�DQG�IORRGLQJ�WKHP�LQWR�DQ\�PDUNHW�VWLOO�RIIHULQJ�VXEVLGLHV�RU�
WD[�EHQHILWV�DQG HOVHZKHUH�LQ�WKH�GHYHORSHG�ZRUOG�E\�SULFLQJ�XQGHU�
UHWDLO�SRZHU�SULFHV�IRU�GLVWULEXWHG�VRODU�DQG�ZKROHVDOH�SRZHU�SULFHV�
IRU�XWLOLW\�VFDOH� VRODU�� ,Q�VKRUW�� WKH�GHYHORSHUV�JHW� WR�DUELWUDJH� WKH�
GLIIHUHQFH� EHWZHHQ� WKH� 5DMDVWKDQ� 3ULFH� IRU� WKH� SDQHO� DQG� WKH�
&DOLIRUQLD�3ULFH�IRU�WKH�HOHFWULFLW\��

([KLELW��
0RGXOH�3URGXFWLRQ�IURP�7LHU���0DQXIDFWXUHUV����������(

6RXUFH��&RPSDQ\�UHSRUWV��%HUQVWHLQ�HVWLPDWHV�DQG�DQDO\VLV

,I� \RX� WKLQN� WKDW� DOO� VRXQGV� WRR�JRRG� WR�EH� WUXH�� \RX�DUH� ULJKW�� ,I�
VRPHRQH� LV�ZLQQLQJ�� VRPHRQH� LV ORVLQJ�� 6RODU
V� VXFFHVV� FRPHV� DW�
WKH� FRVW� RI� �L�� WD[SD\HUV� DQG� SRZHU� FRQVXPHUV LQ� VXEVLGL]HG�
PDUNHWV WKDW� GRQ
W� \HW� KDYH� VRODU� SDQHOV� RQ� WKHLU� URRIV� DQG� �LL�
NHURVHQH DQG�GLHVHO GHPDQG� LQ�RII�JULG�PDUNHWV��7KHUH� LV�QR�HDV\�
ZD\� WR� VKRUW� WKH�FRKRUW UHQWLQJ�DSDUWPHQWV LQ�&DOLIRUQLD
V�&HQWUDO�

9DOOH\�� EXW� WKH\� DUH� WKH� ORVHUV� KHUH�� $QG� ZKLOH� RII�JULG� VRODU�
UHGXFHV� GHPDQG� IRU� GLHVHO� DQG� NHURVHQH�� LW� LV� FXUUHQWO\� D� WLQ\
IUDFWLRQ�RI�JOREDO�GHPDQG�DQG�FHUWDLQO\�WRR�VPDOO�WR�PHDVXUH�

%XW� LI� ������:� LV� D� SULFH� IORRU� IRU� WKH� SDQHOV�� HYHU\� SDUW RI� WKH�
VRODU�VXSSO\�FKDLQ�ZLOO�VLPSO\�JHW�ELJJHU�DQG�ELJJHU��0RGXOH�DQG�
SRO\VLOLFRQ� PDQXIDFWXUHUV� FDQ� PDNH� PRQH\� XQGHUFXWWLQJ WKH�
5DMDVWKDQL�YLOODJHUV
�ZLOOLQJQHVV�WR�SD\�IRU�HQHUJ\��'HYHORSHUV�FDQ�
PDNH� PRQH\� H[SORLWLQJ WKH� GHOWD� EHWZHHQ� WKDW� SULFH� DQG� WKH�
GHYHORSHG� PDUNHW� HOHFWULFLW\� SULFH�� 2Q� FXH�� WKH� PRGXOH�
PDQXIDFWXUHUV� DUH� UDPSLQJ� XS� SURGXFWLRQ� �([KLELW� ���� %XW� WKH�
VLPSOH�LPSOLFDWLRQ�LV�WKDW�HYHQWXDOO\ VRODU�ZLOO�EHFRPH VR�ODUJH�WKDW�
WKHUH� ZLOO� EH FRQVHTXHQFHV� HOVHZKHUH� ,Q� IDFW�� WKHUH� DOUHDG\� DUH��
8OWLPDWHO\�� WKH� ORVHUV� DUH�� HYHU\� SDUWLFLSDQW� LQ� WKH� HQHUJ\� VHFWRU�
JOREDOO\��LQFOXGLQJ�VRODU�LQYHVWRUV��7KH�RQO\�TXHVWLRQ�LV�VHTXHQFH�
:H�GHWDLO�WKH�RUGHU�DQG�WKH SRWHQWLDOO\ DIIHFWHG�LQGXVWULHV�EHORZ�

���*HQHUDWLRQ�8WLOLWLHV
6RODU�± E\�YLUWXH�RI�WKH�IDFW�WKDW�LW�JHQHUDWHV�HOHFWULFLW\�GXULQJ�WKH�
GD\�± UHGXFHV�SHDN�SRZHU GHPDQG�IURP�QRQ�UHQHZDEOH�VRXUFHV�DV�
DGRSWLRQ�LQFUHDVHV��,QVWHDG�RI�KLJK�FRVW��DQG�KLJK�SULFHG��JDV�ILUHG�
SHDNLQJ�SRZHU�SODQWV EHLQJ�HQJDJHG�LQ�WKH�PLGGOH�RI�WKH�DIWHUQRRQ�
ZKHQ� DOO� RI� WKH� DLU�FRQGLWLRQHUV� DUH� RSHUDWLQJ� DQG� DOO� RI� WKH�
IDFWRULHV� DUH� UXQQLQJ�� VRODU� DGGUHVVHV� WKDW� ORDG� &DOLIRUQLD� ± OLNH�
*HUPDQ\�DQG�$XVWUDOLD�± LV�DOUHDG\�VHHLQJ�WKLV�HIIHFW �([KLELW����

([KLELW��
6RODU
V�(IIHFW�RQ�2Q�*ULG�3RZHU�'HPDQG

6RXUFH��(GLVRQ�,QWHUQDWLRQDO

&$,62� 3HDNLQJ� 'XFN� VRXQGV� OLNH� D� GHOLFLRXV� $VLDQ�/DWLQR�
LQVSLUHG� SRXOWU\� GLVK�� ,QVWHDG�� LW� LV� WKH� IXWXUH� RI� PHUFKDQW� SRZHU�
PDUNHWV� JOREDOO\�� 7KH� WRS�� EOXH� OLQH� �WKH� GXFN
V� EDFN�� UHSUHVHQWV�
���KRXU� GHPDQG� IRU HOHFWULFLW\� LQ� &DOLIRUQLD� LQ� ������ 'D\WLPH�
GHPDQG�IRU�SRZHU�IURP�VRXUFHV�RWKHU�WKDQ�ZLQG�DQG�VRODU�LQ������
SHDNHG� DURXQG� PLGGD\�� $V� PRUH� VRODU� FDSDFLW\� LV� LQVWDOOHG�� WKDW�
SHDN� LV� ORZHU� LQ� ����� �WKH� UHG� OLQH�� DQG� WKH� IRUHFDVW� LV� WKDW� E\�
������WKDW�GHPDQG�SURILOH�ZLOO�UHVHPEOH�WKH�JUHHQ�OLQH��WKH�GXFN
V�
EHOO\���'D\WLPH�SRZHU�GHPDQG�FROODSVHV���

)RU� FRPSDQLHV� VHOOLQJ� HOHFWULFLW\� LQWR� PHUFKDQW� RU� FRPSHWLWLYH�
PDUNHWV OLNH�&DOLIRUQLD��WKLV�LV�D GLVDVWHU��'HPDQG�GXULQJ�ZKDW�ZDV�
RQH�RI�WKH�PRVW�SURILWDEOH�WLPHV RI�WKH�GD\�GLVDSSHDUV��:LWK�LW��WKH�
QHHG� IRU� SDUW� RI� WKH�PHUFKDQW� IOHHW� GLVDSSHDUV� WRR� IRU� DOO� EXW� WKH�
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GLQQHU� KRXU�� $QG� WKDW� LV� WKH� LVVXH� FRPSHWLWLYH� JHQHUDWRUV� IDFH�
JOREDOO\� LQ� WKLV� �����VFHQDULR�� KRZ� WR� OLYH RII� GHPDQG RI WZR�
KRXUV�D�GD\�

���'LVWULEXWLRQ�8WLOLWLHV
5RRIWRS�VRODU�UHGXFHV�WKH�DPRXQW�RI�HOHFWULFLW\�D�EXLOGLQJ��ZKHWKHU�
UHVLGHQWLDO�� FRPPHUFLDO� RU� LQGXVWULDO�� EX\V� IURP� LWV� GLVWULEXWLRQ�
XWLOLW\�� )RU� GLVWULEXWLRQ� XWLOLOLWLHV� ± QDWXUDO� PRQRSROLHV� WKDW� KDYH�
KLJK� IL[HG� FRVWV� DQG� UHFRYHU� WKRVH� FRVWV� E\� FKDUJLQJ� SHU�
NLORZDWW�KRXU ± WKH ORVV�RI�YROXPH�ULVNV�GHIODWLQJ UHWXUQV��

)RU� UHJXODWHG� GLVWULEXWLRQ� EXVLQHVVHV�� WKHUH� LV� D� VWDELOL]HU�
HPEHGGHG�LQ�WKH�EXVLQHVV�PRGHO��LQFUHDVH�SRZHU�SULFHV WR�PDNH�XS�
IRU�WKH�ORVV�RI�YROXPH��+RZHYHU��WKDW�SRZHU�SULFH�LQFUHDVH�VLPSO\�
LQFUHDVHV�LQFHQWLYHV� IRU�SRZHU�FRQVXPHUV�WR� LQVWDOO�URRI�WRS�VRODU��
7KH� UHVSRQVH� RI VLPSO\� UDLVLQJ� SULFHV� SHU� .:K� LV� WKHUHIRUH�
XQVXVWDLQDEOH�� 7KH� RSWLRQV� IRU� GLVWULEXWLRQ� XWLOLWLHV� EHFRPH�
LQFUHDVLQJO\� OHVV� DWWUDFWLYH�� )LUVW�� UHIXVH� WR� DFFHSW� SRZHU� LQWR� WKH�
JULG�WKDW�KDV�EHHQ JHQHUDWHG�IURP�URRI�WRS�VRODU�V\VWHPV��RU�SD\�D�
UHGXFHG�UDWH IRU�WKDW�HOHFWULFLW\���7KHVH VWHSV�DUH EHLQJ�DGRSWHG�RU�
SURSRVHG� LQ�+DZDLL� DQG�&DOLIRUQLD� FXUUHQWO\��7KLV�PHUHO\� FUHDWHV�
HFRQRPLF� LQFHQWLYHV� IRU� KRPHV� DQG� EXVLQHVVHV� WR� VWDUW� WKLQNLQJ�
DERXW� GRPHVWLF� HQHUJ\� VWRUDJH� VROXWLRQV�� 6HFRQG�� FKDUJH� D�
FRQQHFWLRQ�IHH�WR�UHIOHFW�WKH�WUXH�YDOXH�RI�WKH�VHUYLFH��WKH�DELOLW\ WR�
EX\� HOHFWULFLW\ ZKHQHYHU� LW� LV� UHTXLUHG�� UDWKHU� WKDQ� WKH� HOHFWULFLW\�
LWVHOI��� 7KLV� VWHS� LV� EHLQJ� DGRSWHG� LQ�$UL]RQD� DQG�&DOLIRUQLD�� %XW�
WKLV�VWHS�FHPHQWV�WKH�DWWUDFWLYHQHVV RI�EDWWHU\�VWRUDJH WR�WLPH�VKLIW�
WKH� SRZHU�� 7KLUG�� DGPLW� GHIHDW� DQG� EHFRPH� D� URRI�WRS� VRODU�
GHYHORSHU� :H�FDQQRW�WKLQN�RI�D�IRXUWK�RSWLRQ�

+XJK�DQG�,�KRVWHG�D�FRQIHUHQFH�LQ�1HZ�<RUN�ODVW�ZHHN�GLVFXVVLQJ�
WKH� LPSOLFDWLRQV� RI� GLVWULEXWHG� VRODU� RQ� 86� XWLOLWLHV�� 7KH� UHDO�
VXUSULVH� IRU�PH ZDV� WKDW�± IRU� WKH�XWLOLW\�H[HFXWLYHV�ZKR�VSRNH�±
WKH LVVXH� RI� ZKHWKHU VRODU� LV� JRLQJ� WR� UDPS� LQ� WKH� 86� ZDV� QRW�
UDLVHG�� ,QVWHDG�� WKH� GLVFXVVLRQ� IURP� XWLOLWLHV� WKHPVHOYHV� ZHQW�
GLUHFWO\� WR� WKH� LVVXH�RI�KRZ WR� UHDFK�DQ�DFFRPPRGDWLRQ�ZLWK� WKLV�
UDSLGO\�H[SDQGLQJ�DQG�GLVUXSWLYH�WHFKQRORJ\� 7KH�OLQN�WR�RXU�QRWH�
RQ�WKH�FRQIHUHQFH�LV�KHUH���7ZR�WKLQJV VWDQG�RXW��)LUVW��WKLV�LV�D�OLYH�
LVVXH�LQ�RQH�RI�WKH�ODUJHVW�SRZHU�PDUNHWV LQ�WKH�ZRUOG��ZLWK�VRODU�DW�
������ RI� JOREDO� HQHUJ\�� � 6HFRQG�� WUHQGV� WKDW� VWDUW� LQ� &DOLIRUQLD�
WHQG�WR�WUDYHO ZHOO�

���7KH�*OREDO�(QHUJ\�0DUNHW
$OO�RI�WKH�DERYH�HDWV�DZD\�± DW WKH�PDUJLQ ± DW RLO�DQG�JDV�GHPDQG��
7KH� DGRSWLRQ� RI� VRODU� LQ� RII�JULG� DUHDV� LQ� GHYHORSLQJ� PDUNHWV�
PHDQV� OHVV NHURVHQH� DQG�GLHVHO�GHPDQG��7KH� DGRSWLRQ�RI� VRODU� LQ�
WKH�0LGGOH�(DVW�PHDQV� OHVV RLO� GHPDQG��7KH� DGRSWLRQ� RI� VRODU� LQ�
&KLQD� DQG� GHYHORSHG�$VLD PHDQV� OHVV /1*� GHPDQG�� 'LVWULEXWHG�
VRODU� LQ� WKH� 86�� (XURSH� DQG� $XVWUDOLD� PHDQV� OHVV� QDWXUDO� JDV
GHPDQG��+RZHYHU��JLYHQ�KRZ�VPDOO�VRODU�LV�LQ�FRPSDULVRQ�WR�WRWDO�
HQHUJ\� GHPDQG�� WKH� LGHD� WKDW� RLO DQG� JDV� LV� WKH� �ORVHU�� LQ� WKLV�
IRUPXODWLRQ�LV�ODXJKDEOH«�LQ������

7KDW�REYLRXV�OLPLW�WR�WKH�ULVN�WKDW�VRODU�SODFHV�RQ�WKH�JOREDO�HQHUJ\�
PDUNHW LQ� ����� LV� RQH� RI� WKH�PRVW� DWWUDFWLYH� DVSHFWV� RI� WKH� VRODU�
LQGXVWU\� IRU� HTXLW\� LQYHVWRUV�� LQ� RXU� YLHZ�� 6RODU� LV� QRZ� FKHDSHU�
WKDQ� IRVVLO� IXHOV� �DW� OHDVW� RLO� DQG� /1*� LQ� $VLD��� ,W� FDQ� GLVSODFH�
WKHVH� IXHOV� DW� WKH�PDUJLQ�EXW� WKH�TXDQWLWLHV� LQYROYHG� DUH� VR� VPDOO�
WKDW�WKH�LPSDFW�RQ�RLO�DQG�JDV�SULFLQJ�LV�LPPDWHULDO��$V�VRODU�FRVWV�
IDOO�� WKH�SULFH� WKDW�HQG�PDUNHWV�ZLOO�SD\�IRU�VRODU�HQHUJ\� LV� VHW�E\�
RLO� DQG� UHPDLQV� XQFKDQJHG�� 7KH� VRODU� LQGXVWU\� �XSVWUHDP� DQG�

GRZQVWUHDP��FROOHFWV� DOO�RI� WKH YDOXH FUHDWHG�E\� LPSURYHPHQWV�LQ�
WKH�WHFKQRORJ\�

7KH� EHKDYLRU� IURP� KHUH� VHHPV� FOHDU�� WKH� VRODU� LQGXVWU\� ZLOO�
H[SDQG�� 5HWDOLDWRU\� VWHSV IURP� GLVWULEXWLRQ� XWLOLWLHV� ZLOO� LQFUHDVH�
WKH� PDUNHW� IRU� FRVW�HIIHFWLYH� EDWWHU\� VWRUDJH�� 7KLV� EHFRPHV� ±
LQLWLDOO\� ± D VHFRQGDU\� PDUNHW� IRU� EDWWHU\� WHFKQRORJLHV� EHLQJ�
GHYHORSHG� IRU� WKH� DXWR� VHFWRU�� $� IDLOHG� EDWWHU\� WHFKQRORJ\� LQ� WKH�
DXWR�VHFWRU��WRR�KRW��WRR�KHDY\��WRR�ULJLG�D IRUP�IDFWRU��PLJKW�ZHOO�
EH� SHUIHFW� IRU� WKH� KRPH� HQHUJ\� VWRUDJH� PDUNHW«�� ZLWK DQ�
DGGUHVVDEOH�HQG�PDUNHW�RI�� ELOOLRQ EDFN\DUGV�

$QG�IRU�VRPH�\HDUV��WKDW�ZLOO�EH WKH�H[WHQW�RI�WKH�HIIHFW��:H�KDYH�
SUHYLRXVO\�FDOFXODWHG�KRZ�ODUJH� WKH�VRODU�VHFWRU�ZRXOG�QHHG� WR�EH�
LQ�RUGHU� WR�EHFRPH�D�PDWHULDO� VKDUH�RI� LQFUHPHQWDO� HQHUJ\� VXSSO\�
HDFK� \HDU� DQG� WKHUHIRUH� EHJLQ� WR� GLVSODFH� KLJK�FRVW� RLO� DQG� JDV�
VXSSO\� DQG� VWDUW� WR� GHSUHVV� SULFHV�� :H� HVWLPDWH� WKDW� WKH� VRODU�
LQGXVWU\�ZRXOG� QHHG� WR�EH�DQ�RUGHU�RI�PDJQLWXGH� ODUJHU� WKDQ� LW� LV�
WRGD\� WR� KDYH� WKLV� NLQG� RI� LPSDFW�� $W� WKH SRLQW ZKHUH� VRODU� LV�
GLVSODFLQJ� D� PDWHULDO� VKDUH� RI� LQFUHPHQWDO� RLO� DQG� JDV� VXSSO\��
JOREDO�HQHUJ\�GHIODWLRQ�ZRXOG�EHFRPH LQHYLWDEOH��WHFKQRORJ\��ZLWK�
D� IDOOLQJ� FRVW� VWUXFWXUH�� ZRXOG� EH GULYLQJ� SULFHV� LQ� WKH� HQHUJ\�
VSDFH��%XW� HYHQ�RQ� DQ�DJJUHVVLYH�YLHZ�� WKLV� FRXOG� WDNH� WKH� EHWWHU�
SDUW�RI�D�GHFDGH��

2XU�2LO�DQG�*DV�WHDP�IRUHFDVWV�RLO�SULFHV�ULVLQJ�WR������SHU�EDUUHO�
E\�������([KLELW� ����7KDW� LV�TXLWH�FRQVLVWHQW�ZLWK� WKH�VFHQDULR� ,�
DP� VHWWLQJ� RXW� KHUH� JLYHQ� KRZ� VPDOO� VRODU� LV� FXUUHQWO\� DQG� WKH�
GHFDGH LW� ZRXOG� QHHG� WR� UDPS� EHIRUH LPSDFWLQJ JOREDO� HQHUJ\�
SULFHV�� 5HVSRQVH� IURP� RLO� DQG� JDV� LQYHVWRUV� DQG� IURP� VRODU�
LQYHVWRUV�LV�WKH�VDPH��JRRG�QHZV��VRODU�LV�WRR�VPDOO�WR�PDWWHU��

([KLELW��
2LO�3ULFH�)RUHFDVWV�± 6&%�DQG�WKH�)RUZDUG�&XUYH

6RXUFH��%HUQVWHLQ�*OREDO�2LO�DQG�*DV�DQDO\VWV
�HVWLPDWHV�DQG�DQDO\VLV��%ORRPEHUJ

2I�FRXUVH�� WKH� ULVN� LV� WKDW� ,�DP EHLQJ� WRR�FRQVHUYDWLYH�� ,W�PD\�EH�
WKDW RLO�DQG�JDV�SURGXFHUV�VLWWLQJ�RQ�ODUJH�UHVHUYHV�ZLOO�QRW�ZDLW�IRU�
GHIODWLQJ HQHUJ\� SULFHV� D� GHFDGH� IURP� QRZ� EHIRUH� FKDQJLQJ�
EHKDYLRU�� 5DWKHU�� WKH� H[SHFWDWLRQ RI� HQHUJ\� GHIODWLRQ PD\� EH�
HQRXJK��,I WKH�GRZQZDUG�VORSLQJ IRUZDUG�FXUYH�LV�HYHU�DFFHSWHG�DV�
SHUPDQHQW��UDWLRQDO�EHKDYLRU�IURP�HQHUJ\�SURGXFHUV�ZLOO�JXDUDQWHH
LW�LV�VR��6LWWLQJ�RQ�RLO�DQG�JDV�UHVHUYHV�IRU�WKH�EHQHILW�RI�JHQHUDWLRQV�
\HW� WR� FRPH� FHDVHV� WR� EH� D UDWLRQDO VWUDWHJ\ LI� WKDW� UHVHUYH�
UHSUHVHQWV�D�GHSUHFLDWLQJ�UDWKHU� WKDQ�DQ�DSSUHFLDWLQJ�DVVHW��7KLV� LV�
WKH�KLGGHQ�IODZ�ZLWK�WKH��HTXDO�DQG�RSSRVLWH��WRR�VPDOO�WR�PDWWHU��
IRUPXODWLRQ��8OWLPDWHO\�ZKDW�PD\�NLOO WKH�VRODU�VHFWRU ± DQG HYHU\�
RWKHU� SDUW� RI� WKH� HQHUJ\� PDUNHW� ± IRU HTXLW\� LQYHVWRUV LV� QRW�
UHQHZDEOH� WHFKQRORJ\ DQG�EDWWHU\�VWRUDJH�WXUQLQJ LQWR EHKHPRWKV��
EXW WKH UHDOL]DWLRQ RI�WKDW�IXWXUH�DV�LQHYLWDEOH�
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7KLV�:HHN·V�5HSRUWV
�DYDLODEOH�RQ�)LUVW&DOO��EHUQVWHLQUHVHDUFK�FRP�

$VLDQ�&RDO�	�3RZHU�

&KLQHVH�5HQHZDEOH�(QHUJ\�2SHUDWRUV��,QWR�WKH�6WRUP����
8WLOL]DWLRQ�LV�5LVLQJ�DQG�7KDW
V�6WLOO�:KDW�0DWWHUV��
2XWSHUIRUP� ���$SULO������

6LQFH�WKH�VWDUW�RI�WKH�\HDU��WKH�ZLQG�VWRFNV�KDYH�EHHQ�KDPPHUHG�
�GRZQ��������ZKLOH�+�VKDUHV�DV�D�ZKROH�DUH�GRZQ�a�����7KH�
ZHDNQHVV�KDV�FRPH� IURP�SRRU�ZLQG�JHQHUDWLRQ�FRPELQHG�ZLWK�
LPSDLUPHQWV� DQG� KLJKHU�WKDQ�H[SHFWHG� �+��� RSHUDWLQJ�
H[SHQVHV��8WLOL]DWLRQ�URVH� LQ������DQG�± EDVHG�RQ� WUDQVPLVVLRQ�
OLQH� FRPSOHWLRQV� ± ZH� H[SHFW� LW� ZLOO� ULVH� DJDLQ� WKLV� \HDU��
$GMXVWLQJ� IRU� HOHYDWHG� RSHUDWLQJ� FRVWV� DQG� UHYLVHG� FDSDFLW\�
H[SDQVLRQ�� WKH� VWRFNV� VWLOO� ORRN� FKHDS��:H� DUH� UHGXFLQJ� WDUJHW�
SULFHV�IRU�'DWDQJ�5HQHZDEOH��73�UHGXFHG�IURP����WR��������DQG�
/RQJ\XDQ� �73� UHGXFHG� IURP� ���� WR� �������� +XDQHQJ�
5HQHZDEOHV� LV� RXU� WRS� SLFN� �73� PDLQWDLQHG� DW� ����� 7KH�
GLIIHUHQFH��+XDQHQJ�LV�JURZLQJ�LQVWDOOHG�FDSDFLW\�DJJUHVVLYHO\�

$VLD�3DFLILF�2LO�	�*DV

%HUQVWHLQ�*OREDO�/1*��5H�6WDUW�RI�7KH�/1*�*URZWK�&\FOH��
2XU�2XWORRN�IRU�*OREDO�/1*�LQ������DQG�%H\RQG ���$SULO�
������

*OREDO� /1*� GHPDQG� GHFOLQHG� WR� ���PWSD� LQ� ����� GXH� WR�
PLQLPDO� QHZ� FDSDFLW\� DGGLWLRQV� DQG� GLVUXSWLRQ� WR� RXWSXW� IURP�
H[LVWLQJ�SODQWV��*OREDO�/1*�GHPDQG�LV�VHW�WR�DFFHOHUDWH�LQ������
DV� $XV� /1*� SURMHFWV� VWDUW� XS�� KHUDOGLQJ� WKH� VWDUW� RI� D� QHZ�
JURZWK� F\FOH�� $VLD� UHPDLQV� WKH� GULYHU� RI� JOREDO� /1*� GHPDQG�
DQG� ZH� GR� QRW� H[SHFW� QXFOHDU� UH�VWDUW� LQ� -DSDQ� WR� KDYH� D�
VLJQLILFDQW�LPSDFW�RQ������GHPDQG��:KLOH�1�$��H[SRUW�YROXPHV�
DQG� SULFLQJ� UHPDLQ� D� PDMRU� FRQWURYHUV\�� ZH� H[SHFW� H[SRUW�
YROXPHV� RI� ��PWSD� E\� ����� DW� PRVW��:H� UHPDLQ� SRVLWLYH� RQ�
ORQJ�WHUP�/1*�GHPDQG�DQG�SULFLQJ�JLYHQ�WKH�UHODWLYH�WLJKWQHVV�
RI� PDUNHWV� WKURXJK� WR� WKH� HQG� RI� WKH� GHFDGH�� 2XU� WRS� SLFNV�
DPRQJ� (	3V� H[SRVHG� WR� JOREDO� /1*� DUH� 26+�� ,13(;�� %*��
:3/�DQG�727��ZKLFK�ZH�UDWH�DV�2XWSHUIRUP�

&KLQD�2LO�DQG�*DV��62(�5HIRUP�DQG�WKH�6KLIW�IURP�
4XDQWLW\�WR�4XDOLW\��5HSRVLWLRQLQJ�$IWHU�)XOO�<HDU�5HVXOWV
���$SULO�������

:H�UHPDLQ�QHXWUDO RQ�WKH�&KLQD�RLO�DQG�JDV�VHFWRU�DQG�VHH�PRUH�
GRZQVLGH�ULVN� WR�HDUQLQJV� IRU�������5LVLQJ�FRVWV�� IODW�RLO�SULFHV�
DQG�ZHDN�HFRQRPLF�JURZWK�FRQWLQXH�WR�DFW�DV�KHDGZLQGV�IRU�WKH�
VHFWRU�LQ�������8SVWUHDP�JURZWK�VKRXOG�DFFHOHUDWH�RYHU���������
EXW� ZLOO� QRW� WUDQVODWH� LQWR� PHDQLQJIXO� (36� JURZWK� JLYHQ� WKH�
ULVLQJ�SURGXFWLRQ�FRVWV��&RQYHUVHO\�� LQ�GRZQVWUHDP��ZH�H[SHFW�
VORZHU� JURZWK� EXW� KLJKHU� PDUJLQV� LQ� UHILQLQJ� DV� QHZ� IXHO�
VWDQGDUGV�DUH�UROOHG�RXW��5HVWUXFWXULQJ�LV�WKH�ELJ�RSSRUWXQLW\�DQG�
ZH�DUH�VHHLQJ�WKH�VKLIW�IURP�TXDQWLW\�WR�TXDOLW\�ZLWK�FDSH[�FXWV��
2XU�WRS�SLFN�LV�613��73��+.'������:H�UDWH�375��&(2��.XQOXQ�
DQG�&26/�DV�PDUNHW�SHUIRUP��)RU�&(2�DQG�&26/�ZH�ORZHU�73�
WR�+.'���DQG�+.'���UHVSHFWLYHO\�

1RUWK�$PHULFDQ�(	3V

%HVW�RI�%HUQVWHLQ��6RXWKZHVWHUQ�� $�6ROLG�:D\�WR�3OD\�
5LVLQJ�*DV�3ULFH ��±$SULO������

6:1�KDV�UHFHQWO\�JDLQHG�DWWHQWLRQ�DV�D ORZ�FRVW�JDV�QDPH�ZLWK�
DVVHWV� RXWVLGH� RI� WKH� FRQJHVWHG� 0DUFHOOXV�� :H� XQGHUWDNH� DQ�
1$9� DQDO\VLV� DQG� FRQFOXGH� WKDW� D� ���[� &)� PXOWLSOH� FDQ� EH�
VXSSRUWHG�� WKXV��ZH� UDLVH�RXU�73� WR�����DQG� UDLVH�6:1� WR�RXU�
WRS�SLFN��:H�HVWLPDWH�6:1
V�OHDGLQJ�SRVLWLRQ�LQ�WKH�)D\HWWHYLOOH�
WR�EH�ZRUWK�������%��DQG�HVWLPDWH�WKHLU�1(�0DUFHOOXV�SRVLWLRQ�WR�
EH�ZRUWK� �����%��$GGLWLRQDOO\��ZH� QRWH� WKDW� 6:1�KDV� D� KLJK�
TXDOLW\� PDQDJHPHQW� WHDP� ZLWK� D� VWUDLJKWIRUZDUG�� FRQVLVWHQW�
VWUDWHJ\�� 5LVNV� WR� RXU� RXWORRN� LQFOXGH� D� GHFOLQH� LQ� JDV� SULFH��
GHFOLQLQJ� ZHOO� UHVXOWV� LQ� WKH� )D\HWWHYLOOH� DQG� 0DUFHOOXV�� DQG�
SRWHQWLDOO\� RYHUEORZQ� LQYHVWRU� GLVGDLQ� RI� WKH� FRPSDQ\
V� QHZ�
YHQWXUH�VWUDWHJ\��:H�UDWH�6:1�2XWSHUIRUP��

(QFDQD�� %ROGO\�6WD\V�WKH�2LO\�*URZWK�&RXUVH����%XW�DW�WKH�
:URQJ�7LPH" ��±$SULO������

(&$� KDV� KDG� D� VWURQJ� UXQ� LQ� WKH� ODVW� WKUHH�PRQWKV��ZKLFK�ZH�
SULPDULO\� DWWULEXWH� WR� FROG� ZHDWKHU� DQG� LQFUHDVHG� JDV� SULFH��
UDWKHU�WKDQ�LQYHVWRU�FRQILGHQFH�LQ�WKHLU�VKLIW�WR�OLTXLGV�VWUDWHJ\��
2Q�0DU�����WKH\�VROG�WKHLU�GU\�JDV�-RQDK�DVVHW�WR�73*��7KLV�VDOH�
SURYLGHV�D�VWURQJ�LQGLFDWRU� WKDW�WKH\�ZLOO�EH�VWD\LQJ�WKH�FRXUVH��
$OWKRXJK� WKH\�UHFHLYHG�D�FRPSDUDEOH� SULFH� WR�SULRU�GHDOV�� WKH\�
FRXOG�KDYH�JRWWHQ�PRUH��7KH�IRUZDUG�VWULS�LV�KLJKHU�WKDQ�GXULQJ�
SUHYLRXV�GHDOV�DQG�WKHLU�ZHOOV�RXWSHUIRUPHG�RWKHUV��2YHUDOO��ZH�
WKLQN�WKLV�GHDO�ZDV�D�QHJDWLYH�IRU�(&$��,W�UHPRYHV�RQH�RI�WKHLU�
SURYHQ��EHWWHU�JDVV\�DVVHWV� OLNHO\�SURILWDEOH� LQ� WKH� ORZ���
V�DQG�
SUHVXPDEO\� UHGHSOR\V� WKH� PRQH\� LQWR� WKH� 0RQWQH\� DQG� WKHLU�
RWKHU�IRXU��JHQHUDOO\�XQSURYHQ�OLTXLGV�SRVLWLRQV�

%HUQVWHLQ�(QHUJ\��4���6XUYH\��,QYHVWRUV�0DLQWDLQ�%ULJKW�
9LHZ�RI�2LO�3ULFH��:KLOH�0RUH�'LYLGHG�RQ�*DV ���±0DUFK�
������

*DV�SULFH�RXWORRN�URVH��LQFOXGLQJ���\U�H[SHFWDWLRQV����DKHDG�RI�
VWULS�� +RZHYHU�� UHVSRQVHV� LQGLFDWHG� LQFUHDVHG� XQFHUWDLQW\� RQ�
ORQJ� WHUP� JDV�� DQG� VHQWLPHQW� LPSURYHPHQW� IRU� JDV� (	3V� ZDV�
VOLJKW�� ,QWHJUDWHG� 6HUYLFHV� VDZ� WKH� JUHDWHVW� LPSURYHPHQW� LQ�
VHQWLPHQW�� 5HVSRQGHQWV� H[SHFW� :7,� SULFH� RI� �����EEO� DQG�
������PFI�++�SULFH�WZR�\HDUV�RXW��PRUH�RSWLPLVWLF�WKDQ�VWULS�IRU�
ERWK�FRPPRGLWLHV��:H�H[SHFW�D�:7,�SULFH�RI������EEO�LQ�������
EXW� H[SHFW� WKDW�JDV�SULFHV�ZLOO� IDOO� WRZDUGV�������PFI� LQ�������
:LWKLQ� (	3V�� ZH� FRQWLQXH� WR� OLNH� (2*�� &2*�� 6:1�� $3$��
$3&�� DQG�7/0�DQG�ZLWKLQ�6HUYLFHV�ZH� OLNH�+$/��%+,�� 6/%��
&$0��DQG�1%5��DOO�2���

%HUQVWHLQ�(	3V��$SDFKH�� 'RXEOH�'LJLW�3URGXFWLRQ�*URZWK�
7UXPSV�*OREDO�3URMHFW�'HOLYHU\�&RQFHUQV ���±0DUFK������

$SDFKH� KDV� ORQJ� ODJJHG� SHHUV� EXW� ZH� VHH� ����� DV� D� GHILQLQJ�
\HDU��:H�EHOLHYH�WKDW�LI�WKH\�FDQ����JURZ�SURGXFWLRQ�DW�D�IDVWHU�
WKDQ�JXLGHG� UDWH� WKLV� \HDU�DQG���� VHOO�GRZQ�WKHLU�.LWLPDW�/1*�
VWDNH� WKH\�VKRXOG� WUDGH�DW�D�KLJKHU�PXOWLSOH��:H�EHOLHYH� WKH���
��� SURGXFWLRQ� JURZWK� ����� JXLGDQFH� LV� FRQVHUYDWLYH�� ZH�
LQGHSHQGHQWO\� PRGHOHG� WKHLU� 86� RQVKRUH� DVVHWV� DQG� WKLQN� WKDW�
RYHUDOO� SRUWIROLR� JURZWK� RI� ���� VKRXOG� EH� DFKLHYDEOH� ZKLFK�
VKRXOG�LQFUHDVH�WKHLU�PXOWLSOH�WR����[��YV����[�WRGD\���2XU�PDMRU�

http://www.bernsteinresearch.com/brweb/view.aspx?eid=rzztymJW311%2bqiH5%2bnMNoMpG3fwzuE16prQo08wxftGDC9cj72iaGYx%2bo30FfHfB
http://www.bernsteinresearch.com/brweb/view.aspx?eid=rzztymJW311%2bqiH5%2bnMNoMpG3fwzuE16prQo08wxftGDC9cj72iaGYx%2bo30FfHfB
http://www.bernsteinresearch.com/brweb/view.aspx?eid=rzztymJW311%2bqiH5%2bnMNoMpG3fwzuE16prQo08wxftGDC9cj72iaGYx%2bo30FfHfB
http://www.bernsteinresearch.com/brweb/view.aspx?eid=XicIaGHeWzUHyG%2bw9wQBaPTX%2bpT3mkyb%2bgOHvd01fSCl9Nf6SmwwTPt%2bbRCNXBZA
http://www.bernsteinresearch.com/brweb/view.aspx?eid=XicIaGHeWzUHyG%2bw9wQBaPTX%2bpT3mkyb%2bgOHvd01fSCl9Nf6SmwwTPt%2bbRCNXBZA
http://www.bernsteinresearch.com/brweb/view.aspx?eid=tYPmhS%2fjaZYbA4%2b8CEOFtjaTEWEV1pAa0ZusP8qN5q80lI2dIQa4i%2fYjOq0MHOkk
http://www.bernsteinresearch.com/brweb/view.aspx?eid=tYPmhS%2fjaZYbA4%2b8CEOFtjaTEWEV1pAa0ZusP8qN5q80lI2dIQa4i%2fYjOq0MHOkk
http://www.bernsteinresearch.com/brweb/view.aspx?eid=jwZBXmQtMKumCWPOCWnDTZFaI1UsPaNupi6Pao16AjHoNLUtLsaXwXXyK98k%2fP48
http://www.bernsteinresearch.com/brweb/view.aspx?eid=jwZBXmQtMKumCWPOCWnDTZFaI1UsPaNupi6Pao16AjHoNLUtLsaXwXXyK98k%2fP48
http://www.bernsteinresearch.com/brweb/view.aspx?eid=3oSHz3G9qPu4xez960MQgLJAh7Q0%2bnyqiRX5G%2b7yWejnMHGGhdaEp%2fNNgbIzaBpw
http://www.bernsteinresearch.com/brweb/view.aspx?eid=3oSHz3G9qPu4xez960MQgLJAh7Q0%2bnyqiRX5G%2b7yWejnMHGGhdaEp%2fNNgbIzaBpw
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DVVXPSWLRQV�DUH�WKDW�$3$�ZLOO�EH�DEOH�WR�VHOO�GRZQ�D�VLJQLILFDQW�
VWDNH�RI� WKHLU�����RZQHUVKLS� LQ�.LWLPDW� WKLV�\HDU��DQG�H[HFXWH�
SURMHFWV� RQ� WLPH� LQ� ������:H� FRQWLQXH� WR� UDWH� RXWSHUIRUP� EXW�
FRQWLQXH�WR�FORVHO\�PRQLWRU�/1*�GHYHORSPHQWV�

8�6��2LO�6HUYLFHV

8�6��2LO�6HUYLFHV��3XPSLQJ�(IILFLHQF\�*DLQV�� ,V�WKH�
+HDGZLQG�0RGHUDWLQJ"�+RZ�:LOO�,W�,PSDFW�3ULFLQJ�
5HFRYHU\" ���±0DUFK������

6LPLODU� WR� ODQG� ULJ� HIILFLHQF\� JDLQV�� SXPSLQJ� HIILFLHQF\� JDLQV�
DSSHDU� WR� EH� PRGHUDWLQJ�� :H� EHOLHYH� WKDW� WKLV� LV� GXH� WR� D�
PRGHUDWLQJ� UDPS� LQ���KU�RSHUDWLRQV��GHFHOHUDWLRQ�LQ�PXOWL�ZHOO�
SDG� SHQHWUDWLRQ�� DQG� GLPLQLVKLQJ� OHDUQLQJ� FXUYH�	� WHFKQRORJ\�
HIIHFWV�� :H� HVWLPDWH� WKDW� SXPSLQJ� HIILFLHQF\� JDLQV� ZLOO�
PRGHUDWH� IXUWKHU� LQ� ����� DQG� ������ $VVXPLQJ� WKH� (	3V� OLIW�
EXGJHWV� WR� UHIOHFW� SUHYDLOLQJ� FRPPRGLW\� SULFHV�� WKHQ� SULFLQJ�
SRZHU� VKRXOG� VZLQJ� EDFN� WR� WKH� SXPSHUV� LQ� DERXW� ���PRQWKV��
:H�EHOLHYH�SXPSLQJ�SULFLQJ�XSVLGH�SUHVHQWV�WKH�PRVW�DWWUDFWLYH�
LQYHVWPHQW� WKHPH�ZLWKLQ�2LO�6HUYLFHV�	�(TXLSPHQW�VSDFH��DQG�
WKH�UHVXPSWLRQ�RI�SULFLQJ�SRZHU�ZRXOG�GULYH�SRVLWLYH�UHYLVLRQV�
	� IXUWKHU� XSVLGH� IRU� WKH�SXPSHUV��:H� UDWH�+$/��%+,�	�1%5�
RXWSHUIRUP�

%HUQVWHLQ�(QHUJ\��:K\�,V�86�2QVKRUH�6R�*RRG�	�WKH�
2IIVKRUH�6R�%DG"�([SODLQLQJ�WKH�&XUUHQW�'\QDPLFV�LQ�
(QHUJ\�&DSH[ ���±0DUFK������

(QHUJ\� LQYHVWRUV� WRGD\� DUH� KHDULQJ� FRQIOLFWLQJ� PHVVDJHV� IURP�
WKH�(	3V�DQG� ,2&V��ZKLFK LV� OHDYLQJ�LQYHVWRUV� LQ�2LO�6HUYLFHV�
FRQIXVHG��7KH�(	3V�DUH� UDLVLQJ�EXGJHWV� WR�GULYH�JURZWK�ZKLOH�
WKH�,2&V�DUH�WULPPLQJ�FDSH[��:KR�LV�ULJKW"�:H�DUJXH�ERWK�DUH�
DFWLQJ� UDWLRQDOO\�� (	3� &)� LV� ULVLQJ� JLYHQ� SURGXFWLRQ� JURZWK��
ZKLFK� LV� EHLQJ� UHF\FOHG�� 7KH� ,2&V� DUH� WULPPLQJ� FDSH[�
IROORZLQJ�FRVW�LQIODWLRQ�LQWR�IODW�RLO�SULFHV��7KLV�VKRXOG�ODVW�XQWLO�
1��$PHULFDQ�RLO�SURGXFWLRQ�JURZWK�GHFHOHUDWHV�WR�������PHHW�RQO\�
D�PLQRULW\�RI�JOREDO�GHPDQG�JURZWK��ZKLFK�ZH�IRUHFDVW�LQ�������
7KXV�2LO�6HUYLFHV�H[SRVHG�WR�1��$PHULFD��HVS��SXPSLQJ��VKRXOG�
EH�SUHIHUUHG��+$/�	�%+,���:LWKLQ�,2&V��ZH�IDYRU�727��672�
DQG�613�RQ�FDSH[�GLVFLSOLQH�

8�6��8WLOLWLHV

%HUQVWHLQ�,QQRYDWLYH�(QHUJ\�7HFKQRORJLHV�&RQIHUHQFH��7KH�
.H\�3RLQWV�DQG�.LOOHU�&KDUWV ��±$SULO�������

2Q�7XHVGD\��0DUFK�����%HUQVWHLQ�KRVWHG�DQ�,QQRYDWLYH�(QHUJ\�
7HFKQRORJLHV� FRQIHUHQFH� ZLWK� 7HG� &UDYHU� �&(2� RI� (GLVRQ�
,QWHUQDWLRQDO��� 'DYLG� &UDQH� �&(2� RI� 15*� (QHUJ\�� DQG� 7RP�
:HUQHU� �&(2� RI� 6XQ3RZHU�� SUHVHQWLQJ�� DORQJ� ZLWK� YDULRXV�
RWKHU� XWLOLW\� H[HFXWLYHV�� 7KLV� QRWH� IRFXVHV RQ� RQH� RI� WKH� NH\�
FRQWURYHUVLHV�RI�WKH�FRQIHUHQFH��DUH�8�6��HOHFWULF�XWLOLWLHV�SRLVHG�
WR� MRLQ� ODQG�OLQH� WHOFRV� RI� D� GHFDGH� DJR�� ZLWK� WKHLU� UHJXODWHG�
QHWZRUNV�FLUFXPYHQWHG�E\�D�QHZ�DQG�PRUH�QLPEOH�WHFKQRORJ\"�
7KH� WKUHDW� WKLV� WLPH�� VRODU��:H� UDWH� (,;�� 3&*� DQG�*&/� 3RO\�
2XWSHUIRUP�

(,;��621*6�6HWWOHPHQW�(OLPLQDWHV�6KDUHKROGHUV
�3RWHQWLDO�
'RZQVLGH�:KLOH�3UHVHUYLQJ�8SVLGH�IURP�5HFRYHULHV ����
0DUFK�������

(GLVRQ� ,QWHUQDWLRQDO
V� FRUH� UHJXODWHG� VXEVLGLDU\�� 6RXWKHUQ�
&DOLIRUQLD�(GLVRQ��6&(��KDV�HQWHUHG�LQWR�DQ�DJUHHPHQW�ZLWK�WKH�
'LYLVLRQ� RI� 5DWHSD\HU� $GYRFDWHV� RI� WKH� &DOLIRUQLD� 3XEOLF�
8WLOLWLHV�&RPPLVVLRQ� �&38&��DQG�7851� WR�VHWWOH� WKH 621*6�
LQYHVWLJDWLRQ�� :KLOH� WKH� VHWWOHPHQW� LV� H[SHFWHG� WR� UHVXOW� LQ� DQ�
LQFUHPHQWDO� LPSDLUPHQW� FKDUJH� RI� ����� PLOOLRQ� ������� SHU�
VKDUH���WDNHQ�LQ�LWV�HQWLUHW\�WKH�VHWWOHPHQW�LV�D�KLJKO\�VDWLVIDFWRU\�
RQH�� SHUPLWWLQJ� 6&(� UHFRYHU\� RI� WKH� EXON� RI� LWV� LQYHVWPHQW LQ�
621*6�� 7KH� VHWWOHPHQW� DOVR� DOORZV� UHFRYHU\� RI� SXUFKDVHG�
SRZHU�FRVWV� LQFXUUHG�E\�6&(�WR� UHSODFH� WKH�RXWSXW�RI�621*6��
7KH� XQFHUWDLQW\� UHJDUGLQJ� WKH� 621*6� LQYHVWLJDWLRQ� KDV� WKXV�
EHHQ�UHPRYHG�LQ�D�ZD\�WKDW�DYRLGV�WKH�ODUJHVW�GRZQVLGH�ULVNV�

(XURSHDQ�2LO�	 *DV

%HUQVWHLQ�(QHUJ\��7ZHOYH�6WHSV�WR�5XVVLDQ�*DV�
,QGHSHQGHQFH�LQ�(XURSH��,V�7KH�&XUH�:RUVH�7KDQ�7KH�
'LVHDVH" ���$SU�������

8NUDLQLDQ� WHQVLRQ�� 5XVVLDQ� VDQFWLRQV� DQG� FRQFHUQV� RYHU�
(XURSH
V� JDV� VXSSO\� UDLVH� D� UHFXUULQJ� TXHVWLRQ�� +RZ� UHOLDQW� LV�
(XURSH� RQ�5XVVLDQ� JDV"� ,�H��� KRZ� HDVLO\� FRXOG� (XURSH� UHSODFH�
WKH� F���%FP� RI� JDV� VXSSO\� IURP� 5XVVLD� WKDW� PHW� ���� RI�
GHPDQG� ODVW� \HDU"� 7KH DQVZHU�� 7R�ZHDQ� (XURSH� RII�*D]SURP�
JDV� ZRXOG� UHTXLUH� ����%Q� RI� XS�IURQW� FDSH[�� ���%Q� RI�
DGGLWLRQDO� DQQXDO� HQHUJ\� FRVWV�� D� ��\HDU� HIIRUW�� �������� ORVW�
MREV�� ���07� DGGLWLRQDO� &2�� HPLVVLRQV� SHU� \HDU�	�PDQGDWRU\�
PRQWKO\�FROG�VKRZHUV��1RW�YHU\�SDODWDEOH��2I�DOO� WKH�PHDVXUHV��
GUDZLQJ�GRZQ�JDV�VWRFNV�DQG�SD\LQJ�KLJKHU�JDV�	�/1*�SULFHV�
VHHP� PRVW� DWWUDFWLYH�� +HQFH� JDV� DQG� /1*�QDPHV� �727$/��
6WDWRLO�� %*�� UHPDLQ� WKH� EHVW� ZD\� WR� SOD\� 5XVVLDQ� WHQVLRQ��
DOWKRXJK� ZH� DOVR� GRXEW� *D]SURP� VXSSO\� ZLOO� EH� FXW��
2XWSHUIRUP�

%HUQVWHLQ�(QHUJ\��:KDW�:LOO�,W�7DNH�7R�/LIW�(XURSHDQ�
5HILQLQJ�2XW�RI�WKH�'ROGUXPV"�7KH�0DMRUV
�&DSLWDO�
'LVFLSOLQH�,V�$�6WDUW ���$SU��������

(XURSHDQ� UHILQLQJ� KDV� WUXO\� EHHQ� LQ� WKH� GROGUXPV�� 6ODFN�
FDSDFLW\�LV����0ESG�KLJKHU�WKDQ�SUH������GXH�WR����0ESG�ORZHU�
GHPDQG�� ���0ESG� DGGLWLRQDO� LPSRUWV�� ZKLOH� RQO\� �0ESG� RI�
FDSDFLW\�KDV�FORVHG��,Q�WKLV�QRWH�ZH�DVN�ZK\�UDWLRQDOLVDWLRQ�KDV�
EHHQ� VR� HOXVLYH"�:H� ILQG�KDOI�D�GR]HQ� NH\�EDUULHUV� WR� FORVXUH��
8QFHUWDLQW\� IURP� LQFUHDVHG� YRODWLOLW\�� WKH� VL]H� RI� WKH� SUREOHP��
WKH� WHPSWDWLRQ� WR� �FOLQJ� RQ�� IRU� RWKHUV� WR� FORVH� LQVWHDG��
���0�NESG� FORVXUH� FRVWV�� FXWWLQJ� LV� HDVLHU� WKDQ� FORVLQJ� DQG�
UHLQYHVWPHQW� LV� WHPSWLQJ�� 0RVW� LPSRUWDQWO\�� WKH� 0DMRUV
�
LPSURYHG�UHWXUQV�IRFXV�ZLOO�KHOS�WKHP�WR�RYHUFRPH�DOO�RI�WKHVH�
EDUULHUV��727$/��(QL��([[RQ�	�6KHOO�KDYH�LQWLPDWHG� WKDW� WKH\�
DUH�PRVW�FRPPLWWHG�WR�LPSURYLQJ�GRZQVWUHDP�UHWXUQV��ZLWK�HDFK�
FORVXUH�ZRUWK�F���VKDUH�SULFH�XSVLGH�

8SFRPLQJ�(YHQWV

1R�XSFRPLQJ�HYHQW�

&KDQJHV�WR�5DWLQJV���7DUJHW�3ULFHV��(DUQLQJV�(VWLPDWHV�

3OHDVH�UHIHU�WR�([KLELW��
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&RPPRGLW\�3ULFH�,QIRUPDWLRQ

��������
6SRW�
3ULFH /DVW�:HHN /DVW�0RQWK

1DWXUDO�*DV ���� ���� ����
:7,�&UXGH�2LO ��� ��� ���
6&%�
(VWLPDWHV ����$ ����( ����(
1DWXUDO�*DV ���� ���� ����
:7,�&UXGH�2LO �� ��� ���

6RXUFH��%ORRPEHUJ��%HUQVWHLQ�HVWLPDWHV

5LVNV

5LVNV� WR� HQHUJ\� DQG� FRPPRGLW\� VWRFNV� LQFOXGH� HFRQRPLF�
FRQGLWLRQV� DQG� FRPPRGLW\� SULFH� VZLQJV�� ,I� WKH� JOREDO�� 86� RU�
&KLQHVH� HFRQRPLHV� WXUQ� GRZQ� VLJQLILFDQWO\�� JOREDO� GHPDQG�
JURZWK� IRU� FRPPRGLWLHV� FRXOG� GHFHOHUDWH�� SXWWLQJ� SUHVVXUH� RQ�
SULFHV�DQG�WKXV�RQ�WKH�FDVK�IORZ�RI�SURGXFHUV��(FRQRPLF�VZLQJV�
DOVR� DIIHFW� UHILQHUV� DQG�XWLOLWLHV��8WLOLW\� VWRFNV� FRXOG� EH� IXUWKHU�
LPSDFWHG� E\� VZLQJV� LQ� GHPDQG� IRU� HOHFWULF� SRZHU�� ,I� GHPDQG�
GURSV��XWLOLWLHV�FRXOG�VXIIHU�



([KLELW��
&RPSDQ\�6XPPDULHV�± 9DOXDWLRQ�%DVHG�RQ�%HUQVWHLQ�(VWLPDWHV

 +LJKOLJKWLQJ�GHQRWHV�WKLV�ZHHN
V�FKDQJHV�WR�UDWLQJV��WDUJHW�SULFHV�DQG�RU�HDUQLQJV�IRUHFDVWV� (36�IRU�FRPSDQLHV�ZLWK�DQ�DVWHULVN�DUH�UHSRUWHG�LQ�50%�ZKLOH�VKDUH�
SULFHV�DUH�UHSRUWHG�LQ�+.'��/.2'�/,��197.�/,��2*='�/,��5261�/,��6**'�/,��&1(�/1��302�/1�������-3��21*&�,1��5,/�,1��377(3�7%������+.������+.������+.��
��+.�������+.����+.����+.�������+.�������+.��������+.�� $(3��'��'8.��(,;��(;&��)(��1((��3&*�HVWLPDWHV�DUH�����$�����(�����(

6RXUFH��&DSLWDO�,4�DQG�%HUQVWHLQ�HVWLPDWHV

WLFNHU UDWLQJ FXUU�
3ULFH�DV�RI�$SU�

��������
7DUJHW�
SULFH XSVLGH ����D ����H ����H ����D ����H ����H

/DVW�
ZHHN

/DVW�
PRQWK

/DVW����
PRQWKV

(XURSHDQ�LQWHJUDWHG�RLOV
%S 0 8VG ����� ����� ��� ���� ���� ���� ���� ��� ��� �� ��� ���
H 2 8VG ����� ����� �� ���� ���� ���� ���� ���� ��� �� �� ���
7RW 2 8VG ����� ����� �� ���� ���� ���� ���� ��� ��� �� �� ���

5GVD�/Q 0 *ES ����� ����� �� ��� ��� ��� ��� ��� ��� �� �� ��
1RUWK�DPHULFDQ�H	SV

$SD 2 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ���
$SF 2 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ��
&KN 0 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ���
&RJ 2 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ��
'YQ 0 8VG ����� ����� �� ���� ���� ���� ���� ���� ���� �� �� ���
(FD 0 8VG ����� ����� ���� ���� ���� ���� ���� ���� ���� �� ��� ���
(RJ 2 8VG ����� ������ ���� ���� ����� ����� ���� ��� ��� �� �� ���
1EO 0 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ���
5UF 2 8VG ����� ������ ��� ���� ���� ���� ���� ���� ���� �� �� ��
6ZQ 2 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� ��� ���
7OP 2 8VG ����� ����� ��� ����� ���� ���� ����� ����� ���� �� ��� ����

VHUYLFHV
%KL 2 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ���
+DO 2 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ���
6OE 2 8VG ����� ������ ��� ���� ���� ���� ���� ���� ���� �� �� ���
:IW 0 8VG ����� ����� �� ���� ���� ���� ���� ���� ���� �� �� ���
&DP 2 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� ��� ���
)WL 0 8VG ����� ����� �� ���� ���� ���� ���� ���� ���� �� �� ��
1RY 0 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ���
'R 0 8VG ����� ����� ��� ���� ���� ���� ���� ���� ��� �� �� ����
(VY 0 8VG ����� ����� �� ���� ���� ���� ��� ��� ��� �� ��� ����
1H 0 8VG ����� ����� ��� ���� ���� ���� ���� ��� ��� �� �� ����
5GF 0 8VG ����� ����� �� ���� ���� ���� ���� ���� ��� �� ��� ���
5LJ 0 8VG ����� ����� ��� ���� ���� ���� ��� ��� ��� �� ��� ����
6GUO 0 8VG ����� ����� ��� ���� ���� ���� ���� ���� ��� �� 1$ ���
+S 0 8VG ������ ����� ���� ���� ���� ���� ���� ���� ���� �� �� ���
1EU 2 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ���
3WHQ 0 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ���

(XURSHDQ�H	SV
%J��/Q 2 *ES ����� ���� ��� ����� ����� ����� ����� ����� ����� ���� ���� ����
6WR 2 8VG ����� ����� �� ���� ���� ���� ���� ��� ��� �� �� ���

&QH�/Q 0 *ES ���� ���� ��� ������ ������ ������ ��� ���� ���� �� ���� ����
*DOS�3O 2 (XU ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ��
3PR�/Q 2 *ES ��� ������ ��� ����� ����� ����� ���� ��� ��� ��� ��� ����
7OZ�/Q 2 *ES ��� ������� ��� ����� ����� ����� ���� ���� ���� ��� ��� ����
5HS�6P 0 (XU ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ���

5XVVLDQ�RLO�	�JDV
/NRG�/L 0 8VG ����� ����� �� ����� ����� ����� ���� ���� ���� �� �� ����
1YWN�/L 0 8VG ������ ������ ��� ���� ���� ����� ���� ���� ��� �� ���� ���
2J]G�/L 2 8VG ���� ����� ��� ���� ���� ���� ��� ��� ��� ��� ���� ����
5RVQ�/L 0 8VG ���� ���� ��� ���� ���� ���� ��� ��� ��� ��� ��� ����

$VLD�SDFLILF�RLO�	�JDV
�����+N 0 +NG ����� ����� �� ���� ���� ���� ��� ��� ��� �� ��� ���
����+N 0 +NG ����� ����� ��� ���� ���� ���� ��� ��� ��� ��� ��� ����
����+N 0 +NG ���� ����� ��� ���� ���� ���� ��� ��� ��� �� �� ����
����+N 2 +NG ���� ���� ��� ���� ���� ���� ���� ��� ��� �� �� ���
����+N 0 +NG ����� ����� �� ���� ���� ���� ���� ���� ���� �� ��� ����
�����-S 2 -S\ ����� ����� ��� ��� ��� ��� ���� ���� ���� �� �� ���
2VK�$X 2 $XG ���� ����� ��� ���� ���� ���� ���� ���� ���� �� ��� ���
6WR�$X 0 $XG ����� ����� �� ���� ���� ���� ���� ���� ���� �� ��� ��
:SO�$X 2 $XG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ��
2QJF�,Q 0 ,QU ������ ������ ��� ����� ����� ����� ���� ���� ��� �� ��� ��
5LO�,Q 2 ,QU ������ ������� ��� ����� ����� ����� ���� ���� ���� �� ��� ���

3WWHS�7E 0 7KE ������ ������ ��� ����� ����� ����� ���� ���� ��� �� �� ��
8�6��8WLOLWLHV

$HS 0 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ��
G 0 8VG ����� ����� ���� ���� ���� ���� ���� ���� ���� �� �� ���

'XN 0 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� ��� ���
(L[ 2 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ���
([F 0 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� ��� ���
)H 0 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ����
1HH 0 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� �� �� ���
3FJ 2 8VG ����� ����� ��� ���� ���� ���� ���� ���� ���� ��� ��� ���

$VLDQ�FRDO��SRZHU�	�UHQHZDEOHV
����+N 2 +NG ���� ���� ��� ���� ���� ���� ���� ��� ��� �� ��� ���
����+N 0 +NG ����� ����� �� ���� ���� ���� ���� ���� ��� �� �� ����
����+N 0 +NG ���� ���� ��� ���� ���� ���� ��� ��� ��� �� ��� ����
��+N 8 +NG ����� ����� ���� ���� ���� ���� ���� ���� ���� �� �� ����

�����+N 8 +NG ����� ����� ���� ���� ���� ���� ���� ���� ���� �� �� ���
����+N 2 +NG ���� ���� ��� ���� ���� ���� ���� ���� ���� �� ���� ���
�����+N 2 +NG ���� ���� ��� ���� ���� ���� ���� ���� ���� ��� ���� ����
����+N 2 +NG ���� ���� ���� ���� ���� ���� ���� ���� ��� ��� ���� ���
��+N 8 +NG ����� ����� ���� ���� ���� ���� ���� ���� ���� �� ��� ����
��+N 0 +NG ����� ����� ���� ���� ���� ���� ���� ���� ���� �� �� ���

�����+N 8 +NG ����� ����� ���� ���� ���� ���� ��� ���� ���� �� �� ����
�����+N 8 +NG ���� ���� ���� ���� ���� ���� ��� ���� ���� �� �� ����
�����+N 8 +NG ���� ���� ���� ���� ���� ���� ��� ���� ���� ��� �� ����

5HOHYDQW�LQGLFHV
6S[ �������� ������ ������ ������ ���� ���� ���� �� �� ���

0VGOH�� �������� ����� ����� ������ ���� ���� ���� �� ��� ���
0[DSM ������ ����� ����� ����� ���� ���� ���� �� �� ��
0[HI ���� ����� ����� ������ ��� ��� ��� ����� ����� �����

6WRFN�SULFH�FKDQJH(SV 3�(
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9DOXDWLRQ�0HWKRGRORJ\

:H�YDOXH�$VLD�3DFLILF�ODUJH�FDS�RLO�DQG�JDV�FRPSDQLHV �3HWUR&KLQD��6LQRSHF��&122&��377(3�DQG 21*&��E\�
LGHQWLI\LQJ WKH�IRUZDUG�SULFH�WR�ERRN�PXOWLSOHV�WKH\�VKRXOG�WUDGH�DW�EDVHG�RQ�UHWXUQV�RQ�HTXLW\��ORQJ�WHUP�HDUQLQJV�
JURZWK�H[SHFWDWLRQV� GLYLGHQG�SD\RXW�UDWLR�DQG�FRVW�RI�HTXLW\��2XU�VWDUWLQJ�SRLQW�LV�WKDW�)ZG�3�%� ��52(�[�32����
�.H�± J���ZKLFK�52(�LV�RXU HVWLPDWHV�RI�52(�IRU�������32�LV�WKH�GLYLGHQG�SD\RXW�UDWLR��.H�LV�WKH�FRVW�RI�HTXLW\��
DQG�J� LV� WKH� ORQJ� WHUP�JURZWK� UDWHV��)RU $XVWUDOLDQ�(	3V �6DQWRV��2LO�6HDUFK�DQG�:RRGVLGH���ZH�EHOLHYH�DQ�
1$9�DSSURDFK�LV�DSSURSULDWH�JLYHQ�D�VLJQLILFDQW SRUWLRQ�RI�WKHLU�YDOXHV�DUH�DWWDFKHG�WR�IXWXUH�/1*�SURMHFWV��,Q�
FDOFXODWLQJ�WKH�1$9��ZH�KDYH�DVVXPHG�D�ORQJ�WHUP�RLO�SULFH�RI ������UHDO���:H�YDOXH�5HOLDQFH�DQG�&26/ XVLQJ�
D�VXP�RI�WKH�SDUWV�PHWKRGRORJ\�

2XU�WDUJHW�SULFHV�IRU�WKH�(XURSHDQ�,QWHJUDWHG�2LOV DUH�FDOFXODWHG�E\�DSSO\LQJ�RXU�HVWLPDWHV�IRU������FDVKIORZ�
SHU� VKDUH �&)36�� WR� D� IRUZDUG�SULFH�WR�FDVKIORZ� �3�&)��PXOWLSOH��7KLV�3�&)�PXOWLSOH� LV� JHQHUDWHG� WKURXJK� WKH�
UHODWLRQVKLS�� DQG KLVWRULFDOO\� VWURQJ� FRUUHODWLRQ�� EHWZHHQ� ��� PRQWK� IRUZDUG� 3�&)� PXOWLSOHV� DQG 5HWXUQ� RQ�
$YHUDJH�&DSLWDO�(PSOR\HG �52$&(��ZLWKLQ�WKH�,QWHJUDWHG�2LOV�JURXS��2XU�FDOFXODWLRQ�XWLOL]HV�WKLV�UHODWLRQVKLS�
DQG�DQ�HVWLPDWHG�ORQJ�WHUP��WKURXJK�WKH F\FOH�52$&(�WR�JHQHUDWH�WKH�WDUJHW�3�&)�PXOWLSOH��7KH�SULFH�FDOFXODWLRQV�
IRU� WKH� ,QWHJUDWHGV� DUH� VXPPDUL]HG�EHORZ��:H�XVH �����EEO�%UHQW�DQG�������PFI� IRU�86�JDV� LQ� ������:H�XVH�
'&)�YDOXDWLRQV�WR�GHWHUPLQH�RXU�SULFH�WDUJHWV�IRU�WKH�5XVVLDQ�(QHUJ\�VWRFNV LQFRUSRUDWLQJ�:$&&�UDWHV�UDQJLQJ�
IURP��������DQG� WHUPLQDO�JURZWK�UDWHV� UDQJLQJ�IURP������WR�����)RU %*��*DOS�	�5HSVRO�DQG� WKH�(XURSHDQ�
(	3V ZH�XVH�DQ�1$9�DSSURDFK��,Q�FDOFXODWLQJ�WKH�1$9��ZH�KDYH�DVVXPHG�D�ORQJ WHUP�RLO�SULFH�RI�����

2XU�WDUJHW�SULFH�PHWKRGRORJ\�IRU�WKH�2LO�6HUYLFHV LV�EDVHG�XSRQ�3�(�PXOWLSOHV�DSSOLHG�WR�RXU������(36�HVWLPDWHV��
2XU�3�(�PXOWLSOHV�DUH�GHWHUPLQHG�E\� WKH� UHODWLRQVKLS�EHWZHHQ�UHODWLYH�3�(�PXOWLSOHV�DQG�UHWXUQV�UHODWLYH�WR� WKH�
PDUNHW�IRU�HDFK�6HUYLFH�VWRFN��

)RU� WKH� (TXLSPHQW SURYLGHUV�� RXU� 3�(� PXOWLSOHV� DUH� GHULYHG� IURP� RXU� FUXGH� SULFH� IRUHFDVWV� DQG� LQGLYLGXDO�
FRPSDQ\�EDFNORJ�IRUHFDVWV��DQG�WKHLU�KLVWRULFDO� LQIOXHQFH�RQ�HDFK�VWRFN
V�PXOWLSOH��:H�DSSO\�WKHVH�PXOWLSOHV� WR�
RXU������(36�HVWLPDWHV�WR�DUULYH�DW�RXU�WDUJHW�SULFHV�IRU�HDFK�(TXLSPHQW�VWRFN��

2XU�YDOXDWLRQ�PHWKRGRORJ\�IRU� WKH�2IIVKRUH�'ULOOHUV FRPELQHV�DQ�(9�(%,7'$�EDVHG�DSSURDFK�DQG�1HW�$VVHW�
9DOXH��2XU�(9�(%,7'$�EDVHG�WDUJHW�SULFHV�XWLOL]H������IRUHFDVWHG�(%,7'$��DV�ORQJ�GXUDWLRQ�FRQWUDFWV�FDXVH�WKH�
JURXS� WR� WUDGH� RQ� IRUHFDVWHG� FDVK� JHQHUDWLRQ� IXUWKHU� LQWR� WKH� IXWXUH��:H� DSSO\� D�PRGHOHG� JURXS�(9�(%,7'$�
PXOWLSOH�� XWLOL]LQJ� WKH�\HDU�RYHU� \HDU� FKDQJH� LQ� FUXGH�SULFHV� DQG� WKH� UDWLR�RI� QHZEXLOG�RUGHUV� WR�ZRUNLQJ� ULJV��
1H[W��ZH�DGMXVW� WKH�FRPSDQ\�VSHFLILF�PXOWLSOH�EDVHG�XSRQ� IOHHW� FRPSOH[LW\��RSHUDWLRQDO�TXDOLW\�DQG�GLYLGHQGV��
2XU�1$9�LQFRUSRUDWHV�ERWK�UHFHQW�ULJ�RUGHUV�DQG�WUDQVDFWLRQV��DQG�XWLOL]HV�RXU�ULJ�FRPSOH[LW\�LQGH[�WR�EHQFKPDUN�
WKH�JOREDO�IOHHW��*LYHQ�UREXVW�FRQWUDFW�EDFNORJV�DQG�ULVLQJ�ULJ�UDWHV��ZH�DOVR�DGG�WKH�GLVFRXQWHG�IUHH�FDVK�IORZ�WKDW�
HDFK�'ULOOHU�ZLOO� JHQHUDWH� LQ� ����� DQG������ WR� DFFRXQW� IRU� WKH�SRWHQWLDO� JURZWK� LQ� DVVHWV��)LQDOO\��ZH� DSSO\� D�
������ZHLJKWLQJ�WR�RXU�(9�(%,7'$�DQG�1$9�WDUJHW�SULFHV��UHVSHFWLYHO\��WR�FDOFXODWH�RXU�SXEOLVKHG�WDUJHW�SULFH�
IRU�HDFK�'ULOOHU��

2XU� /DQG� 'ULOOHU WDUJHW� SULFH� PHWKRGRORJ\� FRPELQHV� WZR� DSSURDFKHV�� )LUVW�� ZH� FDOFXODWH� DQ DSSURSULDWH�
(9�(%,7'$�PXOWLSOH� EDVHG� XSRQ� D� SUHGLFWLRQ� PRGHO� LQFRUSRUDWLQJ� WKH� \HDU�RYHU�\HDU� FKDQJH� LQ� FRPPRGLW\�
SULFHV��ZHLJKWHG�E\� WKH�86�DFWLYH� ULJ�FRXQW�VSOLW� DQG� WKH�/DQG�'ULOOHU� UHLQYHVWPHQW� UDWH��7KH�PRGHO� LQSXWV�DUH�
OHDGLQJ� LQGLFDWRUV� IRU� FKDQJHV LQ� ODQG� ULJ� VXSSO\� DQG� GHPDQG�� 6HFRQG��ZH� FDOFXODWH� WKH�1$9� LQFOXGLQJ� DVVHW�
DGGLWLRQV��)LQDOO\��ZH�WDNH�D�VLPSOH�DYHUDJH�RI�WKH�WZR�PHWKRGRORJLHV�

:H�YDOXH�FRPSDQLHV�ZLWKLQ�RXU�$VLDQ�8WLOLWLHV�FRYHUDJH�EDVHG�RQ�D�FRPELQDWLRQ�RI�'&)��SULFH�WR�IRUZDUG�\HDU�
HDUQLQJV�PXOWLSOH�DQG�GLYLGHQG�\LHOG��2XU�YDOXDWLRQ�IRU�+XDQHQJ�LV�EDVHG�RQ�D�3�)(�PXOWLSOH�RQ�RXU�����(�(36��
2XU� YDOXDWLRQ� IRU�+13� �WKH�1<6(�OLVWHG�$'5��PXOWLSOLHV� RI�+RQJ�.RQJ� YDOXDWLRQ� E\� ��� �WKH� QXPEHU� RI�+�
6KDUHV�HDFK�$'5�UHSUHVHQWV��DQG�GLYLGHV�E\�WKH�FXUUHQW�+.'�H[FKDQJH�UDWH��2XU�YDOXDWLRQ�IRU�&KLQD�5HVRXUFHV�
3RZHU�LV�EDVHG�RQ�DQ�DYHUDJH�RI�D�3�)(�PXOWLSOH�RQ�RXU����� (36�DQG�D�3�%�PXOWLSOH��:H�YDOXH�'DWDQJ�EDVHG�RQ�
D�SULFH�WR�IRUZDUG�\HDU�HDUQLQJV�PXOWLSOH��2XU�YDOXDWLRQ�IRU�'DWDQJ�UHIOHFWV�D�3�)(�PXOWLSOH�RQ�RXU�����(�(36�
:H�YDOXH�&KLQD�6KHQKXD�EDVHG�RQ�D�SULFH�WR�IRUZDUG�\HDU�HDUQLQJV�PXOWLSOH DW�RXU�����(�(36� 2XU�YDOXDWLRQV�RI�
<DQ]KRX�&RDO�0LQLQJ�DQG�&KLQD�&RDO�(QHUJ\�DUH�EDVHG�RQ�WKH�DYHUDJH�RI�SULFH�WR�IRUZDUG�HDUQLQJV�DW�RXU�����(�
(36�DQG�SULFH�WR�ERRN�PXOWLSOH�XVLQJ�DYHUDJH�SULFH�WR�ERRN�RI�JOREDO�FRDO�SHHUV��2XU�YDOXDWLRQ�IRU�+RQJ�.RQJ�
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DQG�&KLQD�*DV�LV�EDVHG�RQ�RXU�6XP�RI�WKH�3DUWV�PHWKRG��2XU�YDOXDWLRQ�IRU�(11�LV�D�FRPELQDWLRQ�RI�WZHOYH�PRQWK�
WDUJHW�SULFH�EDVHG�RQ�D����� 3�)(�PXOWLSOH�DQG�D�VXP�RI�WKH�SDUWV�'&)�DQDO\VLV��

2XU� YDOXDWLRQ� IRU� &/3� LV� GULYHQ� SULPDULO\� GULYHQ� SULPDULO\� IURP� D� 6R73� DQDO\VLV� RI� WKH� FRPSDQLHV
� GLIIHUHQW�
VHJPHQWV��:H� EHOLHYH� WKDW� LW� LV� GLYLGHQG� \LHOG� WKDW� SULPDULO\� GULYHV� WKH� VWRFN� SULFH�� 2XU� YDOXDWLRQ� IRU� 3RZHU�
$VVHWV�+ROGLQJV�LV�GHULYHG�SULPDULO\�IURP�D�6R73�YDOXDWLRQ�RI�WKH�FRPSDQ\
V�EXVLQHVV�XQLWV�DV�ZH�YDOXH�WKH�+RQJ�
.RQJ�EXVLQHVV�RQ�D�GLYLGHQG�\LHOG�EDVLV�DQG�WKH�QRQ�+RQJ�.RQJ�EXVLQHVVHV�DUH�YDOXHG�RQ�D�FRPELQHG�RI�3�%�DQG�
3�(�PXOWLSOHV��:H�YDOXH�&KLQD�/RQJ\XDQ��'DWDQJ�5HQHZDEOH�DQG�+XDQHQJ�5HQHZDEOHV�EDVHG�RQ�D�IRUZDUG�3�(�UDWLR��
:H�YDOXH�*&/�3RO\�RQ�D�FRPELQDWLRQ�RI�D���0�3�)(�PXOWLSOH��EDFN�WHVWHG�DJDLQVW�RXU�'&)�YDOXDWLRQ�

)RU� WKH�86� 8WLOLWLHV�� RXU� WDUJHW� SULFHV� UHIOHFWV� WKH� UHVXOWV� RI� WKUHH� DOWHUQDWLYH� YDOXDWLRQ� PHWKRGRORJLHV�� �L�� D�
PXOWLSOH�EDVHG YDOXDWLRQ� FDOFXODWHG� E\� DSSO\LQJ� WKH� PHGLDQ� YDOXDWLRQ� PXOWLSOHV� RI� D� JURXS� RI� FRPSDUDEOH�
FRPSDQLHV� WR� RXU� HVWLPDWHV� RI� D XWLOLW\¶V� IXWXUH� HDUQLQJV�� GLYLGHQGV� DQG� (%,7'$�� �LL�� D� GLVFRXQWHG� FDVK� IORZ�
PRGHO�RYHU�WKH�IRUHFDVW�SHULRG�RI����������� DQG�D�WHUPLQDO�YDOXH�LQ�������GLVFRXQWHG�EDFN�WR�SUHVHQW�YDOXH�DW�WKH�
ZHLJKWHG�DYHUDJH�FRVW�RI�FDSLWDO��DQG��LLL��D�GLVFRXQWHG GLYLGHQG�PRGHO�RYHU�WKH�IRUHFDVW�SHULRG�RI������������DQG�
D�WHUPLQDO�YDOXH�LQ�������GLVFRXQWHG�EDFN�WR�SUHVHQW�YDOXH�DW�WKH FRVW�RI�HTXLW\�

2XU�YDOXDWLRQ�IUDPHZRUN�IRU�1RUWK�$PHULFDQ�(	3�RLO�	�JDV�VWRFNV�LV�EDVHG�RQ�WKH�VWURQJ�FRUUHODWLRQ�RI�3�&)�
PXOWLSOH� DQG WKH� UHF\FOH� UDWLR� �FDVK� IORZ� SHU� EDUUHO� GLYLGHG� E\� )	'� FRVWV��� 7KH� UHF\FOH� UDWLR�LPSOLHG� WDUJHW�
PXOWLSOHV�DUH�VXSSOHPHQWHG�E\ FRPSDQ\�VSHFLILF�FDWDO\VWV��ZKLFK�DUH�YDOXHG�LQGHSHQGHQWO\�XQGHU�D�IXOO�OLIH�F\FOH�
139�PHWKRGRORJ\� DQG� DSSOLHG� LQ� WKH� IRUP RI� LQFUHPHQWDO� �SRVLWLYH�RU� QHJDWLYH�� FKDQJH��:H� DGMXVW� RXU� WDUJHW�
PXOWLSOHV�WR�LQFOXGH�WKH�HIIHFWV�RI�JURZWK��FDSLWDOL]DWLRQ� FDSLWDO�HIILFLHQF\��DQG�ULVN�

5LVNV

5LVNV�WR�HQHUJ\�DQG�FRPPRGLW\�VWRFNV�LQFOXGH�HFRQRPLF�FRQGLWLRQV�DQG�FRPPRGLW\�SULFH�VZLQJV��,I�WKH�JOREDO��
86� RU &KLQHVH� HFRQRPLHV� WXUQ� GRZQ� VLJQLILFDQWO\�� JOREDO� GHPDQG JURZWK� IRU� FRPPRGLWLHV� FRXOG� GHFHOHUDWH��
SXWWLQJ� SUHVVXUH� RQ SULFHV� DQG� WKXV� RQ� WKH� FDVK� IORZ� RI� SURGXFHUV�� (FRQRPLF� VZLQJV� DOVR� DIIHFW� UHILQHUV� DQG�
XWLOLWLHV�� 8WLOLW\� VWRFNV� FRXOG� EH IXUWKHU� LPSDFWHG� E\� VZLQJV� LQ� GHPDQG� IRU� HOHFWULF� SRZHU�� ,I� GHPDQG� GURSV��
XWLOLWLHV�FRXOG�VXIIHU�
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x 5HIHUHQFHV��WR��%HUQVWHLQ��UHODWH�WR�6DQIRUG�&��%HUQVWHLQ�	�&R���//&��6DQIRUG�&��%HUQVWHLQ�/LPLWHG��6DQIRUG�&��%HUQVWHLQ��+RQJ�.RQJ��

/LPLWHG��DQG�6DQIRUG�&��%HUQVWHLQ��EXVLQHVV�UHJLVWUDWLRQ�QXPEHU���������/���D�XQLW�RI�$OOLDQFH%HUQVWHLQ��6LQJDSRUH��/WG��ZKLFK�LV�D�
OLFHQVHG�HQWLW\�XQGHU�WKH�6HFXULWLHV�DQG�)XWXUHV�$FW�DQG�UHJLVWHUHG�ZLWK�&RPSDQ\�5HJLVWUDWLRQ�1R�����������&��FROOHFWLYHO\�

x %HUQVWHLQ�DQDO\VWV�DUH�FRPSHQVDWHG�EDVHG�RQ�DJJUHJDWH�FRQWULEXWLRQV�WR�WKH�UHVHDUFK�IUDQFKLVH�DV�PHDVXUHG�E\�DFFRXQW�SHQHWUDWLRQ��
SURGXFWLYLW\�DQG�SURDFWLYLW\�RI�LQYHVWPHQW�LGHDV��1R�DQDO\VWV�DUH�FRPSHQVDWHG�EDVHG�RQ�SHUIRUPDQFH�LQ��RU�FRQWULEXWLRQV�WR��JHQHUDWLQJ�
LQYHVWPHQW�EDQNLQJ�UHYHQXHV�

x %HUQVWHLQ�UDWHV�VWRFNV�EDVHG�RQ�IRUHFDVWV�RI�UHODWLYH�SHUIRUPDQFH�IRU�WKH�QH[W������PRQWKV�YHUVXV�WKH�6	3�����IRU�VWRFNV�OLVWHG�RQ�WKH�
8�6��DQG�&DQDGLDQ�H[FKDQJHV��YHUVXV�WKH�06&,�3DQ�(XURSH�,QGH[�IRU�VWRFNV�OLVWHG�RQ�WKH�(XURSHDQ�H[FKDQJHV��H[FHSW�IRU�5XVVLDQ
FRPSDQLHV���YHUVXV�WKH�06&,�(PHUJLQJ�0DUNHWV�,QGH[�IRU�5XVVLDQ�FRPSDQLHV�DQG�VWRFNV�OLVWHG�RQ�HPHUJLQJ�PDUNHWV�H[FKDQJHV�RXWVLGH�
RI�WKH�$VLD�3DFLILF�UHJLRQ��DQG�YHUVXV�WKH�06&,�$VLD�3DFLILF�H[�-DSDQ�,QGH[�IRU�VWRFNV�OLVWHG�RQ�WKH�$VLDQ��H[�-DSDQ��H[FKDQJHV�� XQOHVV�
RWKHUZLVH�VSHFLILHG��:H�KDYH�WKUHH�FDWHJRULHV�RI�UDWLQJV�

2XWSHUIRUP��6WRFN�ZLOO�RXWSDFH�WKH�PDUNHW�LQGH[�E\�PRUH�WKDQ����SS�LQ�WKH�\HDU�DKHDG�

0DUNHW�3HUIRUP��6WRFN�ZLOO�SHUIRUP�LQ�OLQH�ZLWK�WKH�PDUNHW�LQGH[�WR�ZLWKLQ�������SS�LQ�WKH�\HDU�DKHDG�

8QGHUSHUIRUP��6WRFN�ZLOO�WUDLO�WKH�SHUIRUPDQFH�RI�WKH�PDUNHW�LQGH[�E\�PRUH�WKDQ����SS�LQ�WKH�\HDU�DKHDG�

1RW�5DWHG��7KH�VWRFN�5DWLQJ��7DUJHW�3ULFH�DQG�HVWLPDWHV��LI�DQ\��KDYH�EHHQ�VXVSHQGHG�WHPSRUDULO\�

x $V�RI�������������%HUQVWHLQ
V�UDWLQJV�ZHUH�GLVWULEXWHG�DV�IROORZV��2XWSHUIRUP�� ������������EDQNLQJ�FOLHQWV����0DUNHW�3HUIRUP�� ������
������EDQNLQJ�FOLHQWV���8QGHUSHUIRUP�� ������������EDQNLQJ�FOLHQWV���1RW�5DWHG�� �����������EDQNLQJ�FOLHQWV���7KH�QXPEHUV�LQ�
SDUHQWKHVHV�UHSUHVHQW�WKH�SHUFHQWDJH�RI�FRPSDQLHV�LQ�HDFK�FDWHJRU\�WR�ZKRP�%HUQVWHLQ�SURYLGHG�LQYHVWPHQW�EDQNLQJ�VHUYLFHV�ZLWKLQ�WKH�
ODVW�WZHOYH������PRQWKV�

x 1HLO�%HYHULGJH�PDLQWDLQV�D�ORQJ�SRVLWLRQ�LQ�%3�3/&��%3��

x +XJK�:\QQH�PDLQWDLQV�D�ORQJ�SRVLWLRQ�LQ�'XNH�(QHUJ\�&RUS���'8.��

x $FFRXQWV�RYHU�ZKLFK�%HUQVWHLQ�DQG�RU�WKHLU�DIILOLDWHV�H[HUFLVH�LQYHVWPHQW�GLVFUHWLRQ�RZQ�PRUH�WKDQ����RI�WKH�RXWVWDQGLQJ�FRPPRQ�VWRFN�RI�
WKH�IROORZLQJ�FRPSDQLHV�%*��/1���%*�*URXS�3/&��(,;���(GLVRQ�,QWHUQDWLRQDO��302�/1���3UHPLHU�2LO�3/&�

x 7KLV�UHVHDUFK�SXEOLFDWLRQ�FRYHUV�VL[�RU�PRUH�FRPSDQLHV���)RU�SULFH�FKDUW�GLVFORVXUHV��SOHDVH�YLVLW�ZZZ�EHUQVWHLQUHVHDUFK�FRP��\RX�FDQ�
DOVR�ZULWH�WR�HLWKHU��6DQIRUG�&��%HUQVWHLQ�	�&R��//&��'LUHFWRU�RI�&RPSOLDQFH�������$YHQXH�RI�WKH�$PHULFDV��1HZ�<RUN��1�<��������RU�
6DQIRUG�&��%HUQVWHLQ�/LPLWHG��'LUHFWRU�RI�&RPSOLDQFH�����%HUNHOH\�6WUHHW��/RQGRQ�:�-��6%��8QLWHG�.LQJGRP��RU�6DQIRUG�&��%HUQVWHLQ�
�+RQJ�.RQJ��/LPLWHG��'LUHFWRU�RI�&RPSOLDQFH��6XLWHV��������������)��2QH�,QWHUQDWLRQDO�)LQDQFH�&HQWUH����+DUERXU�9LHZ�6WUHHW��&HQWUDO��
+RQJ�.RQJ��RU�6DQIRUG�&��%HUQVWHLQ��EXVLQHVV�UHJLVWUDWLRQ�QXPEHU���������/����D�XQLW�RI�$OOLDQFH%HUQVWHLQ��6LQJDSRUH��/WG��ZKLFK�LV�D�
OLFHQVHG�HQWLW\�XQGHU�WKH�6HFXULWLHV�DQG�)XWXUHV�$FW�DQG�UHJLVWHUHG�ZLWK�&RPSDQ\�5HJLVWUDWLRQ�1R�����������&��'LUHFWRU�RI�&RPSOLDQFH��
���&HFLO�6WUHHW���������3UXGHQWLDO�7RZHU��6LQJDSRUH��������

���0RQWK�5DWLQJ�+LVWRU\�DV�RI�����������

7LFNHU 5DWLQJ�&KDQJHV
�����+. 8��5&����������
�����+. 8��5&����������
����+. 0��5&���������� 0��'&����������
�����+. 2��5&���������� 0��5&����������
�����+. 8��5&����������
��+. 8��5&����������
�����+. 8��5&����������
�����+. 0��5&����������
��+. 8��,&����������
����+. 2��5&���������� 0��5&����������
��+. 0��,&����������
����+. 0��5&����������
����+. 0��5&���������� 2��5&���������� 0��5&����������
����+. 0��5&���������� 2��5&����������
����+. 2��5&���������� 0��5&����������
����+. 2��5&����������
����+. 2��5&����������
����+. 0��5&����������
$(3 0��,&� ��������
$3$ 2��,&����������
$3& 2��5&����������
%*��/1 2��,&����������
%+, 2��5&����������
&(2 0��5&���������� 2��5&����������
&+. 0��5&����������



&1(�/1 0��5&����������
' 0��5&����������
'2 0��5&����������
'8. 0��5&����������
'91 0��,&����������
(&$ 0��,&����������
(&$�&1 0��,&����������
(,; 2��5&���������� 0��5&����������
(2* 2��5&����������
(69 0��5&���������� 2��5&����������
(;& 0��5&����������
)( 0��5&����������
*$/3�3/ 2��5&����������
+$/ 2��5&����������
+13 2��5&���������� 0��5&����������
/.2'�/, 0��5&����������
1%/ 0��5&����������
1%5 2��5&����������
1( 0��5&���������� 2��5&����������
197.�/, 0��5&���������� 2��5&����������
2*='�/, 2��5&����������
21*&�,1 0��5&����������
26+�$8 2��,&����������
3&* 2��5&����������
302�/1 2��5&����������
37(1 0��5&����������
375 0��5&���������� 2��5&���������� 0��5&����������
5'& 0��5&����������
5,* 0��5&���������� 2��5&����������
5,/�,1 2��5&���������� 0��5&����������
5261�/, 0��5&����������
6**'�/, 0��5&����������
6/% 2��5&����������
613 2��5&���������� 0��5&����������
67/�12 2��5&���������� 0��5&����������
672 2��5&���������� 0��5&����������
672�$8 0��5&����������
7/0 2��5&����������
7/0�&1 2��5&����������
7/:�/1 2��,&����������
:)7 0��5&����������
:3/�$8 2��5&����������

5DWLQJ�*XLGH��2�� 2XWSHUIRUP��0�� 0DUNHW�3HUIRUP��8�� 8QGHUSHUIRUP��1�� 1RW�5DWHG
5DWLQJ�$FWLRQV��,&�� ,QLWLDWHG�&RYHUDJH��'&�� 'URSSHG�&RYHUDJH��5&�� 5DWLQJ�&KDQJH
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$�SULFH�PRYHPHQW�RI�D�VHFXULW\�ZKLFK�PD\�EH�WHPSRUDU\�ZLOO�QRW�QHFHVVDULO\�WULJJHU�D�UHFRPPHQGDWLRQ�FKDQJH��%HUQVWHLQ�ZLOO�DGYLVH�DV�DQG�
ZKHQ�FRYHUDJH�RI�VHFXULWLHV�FRPPHQFHV�DQG�FHDVHV��%HUQVWHLQ�KDV�QR�SROLF\�RU�VWDQGDUG�DV�WR�WKH�IUHTXHQF\�RI�DQ\�XSGDWHV�RU�FKDQJHV�WR�LWV�
FRYHUDJH�SROLFLHV��$OWKRXJK�WKH�GHILQLWLRQ�DQG�DSSOLFDWLRQ�RI�WKHVH�PHWKRGV�DUH�EDVHG�RQ�JHQHUDOO\�DFFHSWHG�LQGXVWU\�SUDFWLFHV�DQG�PRGHOV��
SOHDVH�QRWH�WKDW�WKHUH�LV�D�UDQJH�RI�UHDVRQDEOH�YDULDWLRQV�ZLWKLQ�WKHVH�PRGHOV� 7KH�DSSOLFDWLRQ�RI�PRGHOV�W\SLFDOO\�GHSHQGV�RQ�IRUHFDVWV�RI�D�
UDQJH�RI�HFRQRPLF�YDULDEOHV��ZKLFK�PD\�LQFOXGH��EXW�QRW�OLPLWHG�WR��LQWHUHVW�UDWHV��H[FKDQJH�UDWHV��HDUQLQJV��FDVK�IORZV�DQG�ULVN�IDFWRUV�WKDW�DUH�
VXEMHFW�WR�XQFHUWDLQW\�DQG�DOVR�PD\�FKDQJH�RYHU�WLPH��$Q\�YDOXDWLRQ�LV�GHSHQGHQW�XSRQ�WKH�VXEMHFWLYH�RSLQLRQ�RI�WKH�DQDO\VWV�FDUU\LQJ�RXW�WKLV�
YDOXDWLRQ�

7KLV�GRFXPHQW�PD\�QRW�EH�SDVVHG�RQ�WR�DQ\�SHUVRQ�LQ�WKH�8QLWHG�.LQJGRP��L��ZKR�LV�D�UHWDLO�FOLHQW��LL��XQOHVV�WKDW�SHUVRQ�RU�HQWLW\�TXDOLILHV�DV�DQ�
DXWKRULVHG�SHUVRQ�RU�H[HPSW�SHUVRQ�ZLWKLQ�WKH�PHDQLQJ�RI�VHFWLRQ����RI�WKH�8.�)LQDQFLDO�6HUYLFHV�DQG�0DUNHWV�$FW�������WKH��$FW����RU�TXDOLILHV�
DV�D�SHUVRQ�WR�ZKRP�WKH�ILQDQFLDO�SURPRWLRQ�UHVWULFWLRQ�LPSRVHG�E\�WKH�$FW�GRHV�QRW�DSSO\�E\�YLUWXH�RI�WKH�)LQDQFLDO�6HUYLFHV�DQG�0DUNHWV�$FW�
������)LQDQFLDO�3URPRWLRQ��2UGHU�������RU�LV�D�SHUVRQ�FODVVLILHG�DV�DQ��SURIHVVLRQDO�FOLHQW��IRU�WKH�SXUSRVHV�RI�WKH�&RQGXFW�RI�%XVLQHVV�5XOHV�RI�
WKH�)LQDQFLDO�&RQGXFW�$XWKRULW\�



7R�RXU�UHDGHUV�LQ�WKH�8QLWHG�6WDWHV� 6DQIRUG�&��%HUQVWHLQ�	�&R���//&�LV�GLVWULEXWLQJ�WKLV�SXEOLFDWLRQ�LQ�WKH�8QLWHG�6WDWHV�DQG�DFFHSWV�
UHVSRQVLELOLW\�IRU�LWV�FRQWHQWV��$Q\�8�6��SHUVRQ�UHFHLYLQJ�WKLV�SXEOLFDWLRQ�DQG�ZLVKLQJ�WR�HIIHFW�VHFXULWLHV�WUDQVDFWLRQV�LQ�DQ\�VHFXULW\�GLVFXVVHG�
KHUHLQ�VKRXOG�GR�VR RQO\�WKURXJK�6DQIRUG�&��%HUQVWHLQ�	�&R���//&�

7R�RXU�UHDGHUV�LQ�WKH�8QLWHG�.LQJGRP� 7KLV�SXEOLFDWLRQ�KDV�EHHQ�LVVXHG�RU�DSSURYHG�IRU�LVVXH�LQ�WKH�8QLWHG�.LQJGRP�E\�6DQIRUG�&��%HUQVWHLQ�
/LPLWHG��DXWKRULVHG�DQG�UHJXODWHG�E\�WKH�)LQDQFLDO�&RQGXFW�$XWKRULW\�DQG�ORFDWHG�DW����%HUNHOH\�6WUHHW��/RQGRQ�:�-��6%�����������������
�����

7R�RXU�UHDGHUV�LQ�PHPEHU�VWDWHV�RI�WKH�(($� 7KLV�SXEOLFDWLRQ�LV�EHLQJ�GLVWULEXWHG�LQ�WKH�(($�E\�6DQIRUG�&��%HUQVWHLQ�/LPLWHG��ZKLFK�LV�
DXWKRULVHG�DQG�UHJXODWHG�LQ�WKH�8QLWHG�.LQJGRP�E\�WKH�)LQDQFLDO�&RQGXFW�$XWKRULW\�DQG�KROGV�D�SDVVSRUW�XQGHU�WKH�0DUNHWV�LQ�)LQDQFLDO�
,QVWUXPHQWV�'LUHFWLYH�

7R�RXU�UHDGHUV�LQ�+RQJ�.RQJ� 7KLV�SXEOLFDWLRQ�LV�EHLQJ�GLVWULEXWHG�LQ�+RQJ�.RQJ�E\�6DQIRUG�&��%HUQVWHLQ��+RQJ�.RQJ��/LPLWHG�ZKLFK�LV�
OLFHQVHG�DQG�UHJXODWHG�E\�WKH�+RQJ�.RQJ�6HFXULWLHV�DQG�)XWXUHV�&RPPLVVLRQ��&HQWUDO�(QWLW\�1R��$;&�������7KLV�SXEOLFDWLRQ�LV�VROHO\�IRU�
SURIHVVLRQDO�LQYHVWRUV�RQO\��DV�GHILQHG�LQ�WKH�6HFXULWLHV�DQG�)XWXUHV�2UGLQDQFH��&DS�������

7R�RXU�UHDGHUV�LQ�6LQJDSRUH� 7KLV�SXEOLFDWLRQ LV�EHLQJ�GLVWULEXWHG�LQ�6LQJDSRUH�E\�6DQIRUG�&��%HUQVWHLQ��D�XQLW�RI�$OOLDQFH%HUQVWHLQ��6LQJDSRUH��
/WG���RQO\�WR�DFFUHGLWHG�LQYHVWRUV�RU�LQVWLWXWLRQDO�LQYHVWRUV��DV�GHILQHG�LQ�WKH�6HFXULWLHV�DQG�)XWXUHV�$FW��&KDSWHU��������5HFLSLHQWV�LQ�6LQJDSRUH�
VKRXOG�FRQWDFW�$OOLDQFH%HUQVWHLQ��6LQJDSRUH��/WG��LQ�UHVSHFW�RI�PDWWHUV�DULVLQJ�IURP��RU�LQ�FRQQHFWLRQ�ZLWK��WKLV�SXEOLFDWLRQ��$OOLDQFH%HUQVWHLQ�
�6LQJDSRUH��/WG��LV�D�OLFHQVHG�HQWLW\�XQGHU�WKH�6HFXULWLHV�DQG�)XWXUHV�$FW�DQG�UHJLVWHUHG�ZLWK�&RPSDQ\�5HJLVWUDWLRQ�1R� ���������&���,W�LV�
UHJXODWHG�E\�WKH�0RQHWDU\�$XWKRULW\�RI�6LQJDSRUH�DQG�ORFDWHG�DW����&HFLO�6WUHHW���������3UXGHQWLDO�7RZHU��6LQJDSRUH������������������������
7KH�EXVLQHVV�QDPH��6DQIRUG�&��%HUQVWHLQ��LV�UHJLVWHUHG�XQGHU�EXVLQHVV�UHJLVWUDWLRQ�QXPEHU���������/�

7R�RXU�UHDGHUV�LQ�$XVWUDOLD� 6DQIRUG�&��%HUQVWHLQ�	�&R���//&��6DQIRUG�&��%HUQVWHLQ�/LPLWHG�DQG�6DQIRUG�&��%HUQVWHLQ��+RQJ�.RQJ��/LPLWHG�DUH�
H[HPSW�IURP�WKH�UHTXLUHPHQW�WR�KROG�DQ�$XVWUDOLDQ�ILQDQFLDO�VHUYLFHV�OLFHQFH�XQGHU�WKH�&RUSRUDWLRQV�$FW������LQ�UHVSHFW�RI�WKH�SURYLVLRQ�RI�WKH�
IROORZLQJ�ILQDQFLDO�VHUYLFHV�WR�ZKROHVDOH�FOLHQWV�

x SURYLGLQJ�ILQDQFLDO�SURGXFW�DGYLFH�

x GHDOLQJ�LQ�D�ILQDQFLDO�SURGXFW�

x PDNLQJ�D�PDUNHW�IRU�D�ILQDQFLDO�SURGXFW��DQG

x SURYLGLQJ�D�FXVWRGLDO�RU�GHSRVLWRU\�VHUYLFH�

6DQIRUG�&��%HUQVWHLQ�	�&R���//&���6DQIRUG�&��%HUQVWHLQ�/LPLWHG��6DQIRUG�&��%HUQVWHLQ��+RQJ�.RQJ��/LPLWHG�DQG�$OOLDQFH%HUQVWHLQ��6LQJDSRUH��
/WG��DUH�UHJXODWHG�E\��UHVSHFWLYHO\��WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ�XQGHU�8�6��ODZV��E\�WKH�)LQDQFLDO�&RQGXFW�$XWKRULW\�XQGHU�8�.��
ODZV��E\�WKH�+RQJ�.RQJ�6HFXULWLHV�DQG�)XWXUHV�&RPPLVVLRQ�XQGHU�+RQJ�.RQJ�ODZV��DQG�E\�WKH�0RQHWDU\�$XWKRULW\�RI�6LQJDSRUH�XQGHU�
6LQJDSRUH�ODZV��DOO�RI�ZKLFK�GLIIHU�IURP�$XVWUDOLDQ�ODZV�

2QH�RU�PRUH�RI�WKH�RIILFHUV��GLUHFWRUV��RU�HPSOR\HHV�RI�6DQIRUG�&��%HUQVWHLQ�	�&R���//&��6DQIRUG�&��%HUQVWHLQ�/LPLWHG��6DQIRUG�&��%HUQVWHLQ�
�+RQJ�.RQJ��/LPLWHG��6DQIRUG�&��%HUQVWHLQ��EXVLQHVV�UHJLVWUDWLRQ�QXPEHU���������/����D�XQLW�RI�$OOLDQFH%HUQVWHLQ��6LQJDSRUH��/WG��ZKLFK�LV�D�
OLFHQVHG�HQWLW\�XQGHU�WKH�6HFXULWLHV�DQG�)XWXUHV�$FW�DQG�UHJLVWHUHG�ZLWK�&RPSDQ\�5HJLVWUDWLRQ�1R�����������&��DQG�RU�WKHLU�DIILOLDWHV�PD\�DW�
DQ\�WLPH�KROG��LQFUHDVH�RU�GHFUHDVH�SRVLWLRQV�LQ�VHFXULWLHV�RI�DQ\�FRPSDQ\�PHQWLRQHG�KHUHLQ�

%HUQVWHLQ�RU�LWV�DIILOLDWHV�PD\�SURYLGH�LQYHVWPHQW�PDQDJHPHQW�RU�RWKHU�VHUYLFHV�WR�WKH�SHQVLRQ�RU�SURILW�VKDULQJ�SODQV��RU�HPSOR\HHV�RI�DQ\�
FRPSDQ\�PHQWLRQHG�KHUHLQ��DQG�PD\�JLYH�DGYLFH�WR�RWKHUV�DV�WR�LQYHVWPHQWV�LQ�VXFK�FRPSDQLHV��7KHVH�HQWLWLHV�PD\�HIIHFW�WUDQVDFWLRQV�WKDW�DUH�
VLPLODU�WR�RU�GLIIHUHQW�IURP�WKRVH UHFRPPHQGHG�KHUHLQ�

%HUQVWHLQ�5HVHDUFK�3XEOLFDWLRQV�DUH�GLVVHPLQDWHG�WR�RXU�FXVWRPHUV�WKURXJK�SRVWLQJ�RQ�WKH�ILUP
V�SDVVZRUG�SURWHFWHG�ZHEVLWH��
ZZZ�EHUQVWHLQUHVHDUFK�FRP��$GGLWLRQDOO\��%HUQVWHLQ�5HVHDUFK�3XEOLFDWLRQV�DUH�DYDLODEOH�WKURXJK�HPDLO��SRVWDO�PDLO�DQG�FRPPHUFLDO�UHVHDUFK�
SRUWDOV��,I�\RX�ZLVK�WR�DOWHU�\RXU�FXUUHQW�GLVWULEXWLRQ�PHWKRG��SOHDVH�FRQWDFW�\RXU�VDOHVSHUVRQ�IRU�GHWDLOV�

%HUQVWHLQ�DQG�RU�LWV�DIILOLDWHV�GR�DQG�VHHN�WR�GR�EXVLQHVV�ZLWK�FRPSDQLHV�FRYHUHG�LQ�LWV�UHVHDUFK�SXEOLFDWLRQV��$V�D�UHVXOW��LQYHVWRUV�VKRXOG�EH�
DZDUH�WKDW�%HUQVWHLQ�DQG�RU�LWV�DIILOLDWHV�PD\�KDYH�D�FRQIOLFW�RI�LQWHUHVW�WKDW�FRXOG�DIIHFW�WKH�REMHFWLYLW\�RI�WKLV�SXEOLFDWLRQ��,QYHVWRUV�VKRXOG�
FRQVLGHU�WKLV�SXEOLFDWLRQ�DV�RQO\�D�VLQJOH�IDFWRU�LQ�PDNLQJ�WKHLU�LQYHVWPHQW�GHFLVLRQV�

7KLV�SXEOLFDWLRQ�KDV�EHHQ�SXEOLVKHG�DQG�GLVWULEXWHG�LQ�DFFRUGDQFH�ZLWK�%HUQVWHLQ
V�SROLF\�IRU�PDQDJHPHQW�RI�FRQIOLFWV�RI�LQWHUHVW�LQ�LQYHVWPHQW�
UHVHDUFK��D�FRS\�RI�ZKLFK�LV�DYDLODEOH�IURP�6DQIRUG�&��%HUQVWHLQ�	�&R���//&��'LUHFWRU�RI�&RPSOLDQFH�������$YHQXH�RI�WKH�$PHULFDV��1HZ�<RUN��
1�<���������6DQIRUG�&��%HUQVWHLQ�/LPLWHG��'LUHFWRU�RI�&RPSOLDQFH�����%HUNHOH\�6WUHHW��/RQGRQ�:�-��6%��8QLWHG�.LQJGRP��RU�6DQIRUG�&��
%HUQVWHLQ��+RQJ�.RQJ��/LPLWHG��'LUHFWRU�RI�&RPSOLDQFH��6XLWHV�������������)��2QH�,QWHUQDWLRQDO�)LQDQFH�&HQWUH����+DUERXU�9LHZ�6WUHHW��
&HQWUDO��+RQJ�.RQJ��RU�6DQIRUG�&��%HUQVWHLQ��EXVLQHVV�UHJLVWUDWLRQ�QXPEHU���������/����D�XQLW�RI�$OOLDQFH%HUQVWHLQ��6LQJDSRUH��/WG��ZKLFK�LV�D�
OLFHQVHG�HQWLW\�XQGHU�WKH�6HFXULWLHV�DQG�)XWXUHV�$FW�DQG�UHJLVWHUHG�ZLWK�&RPSDQ\�5HJLVWUDWLRQ�1R�����������&��'LUHFWRU�RI�&RPSOLDQFH�����
&HFLO�6WUHHW���������3UXGHQWLDO�7RZHU��6LQJDSRUH����������$GGLWLRQDO�GLVFORVXUHV�DQG�LQIRUPDWLRQ�UHJDUGLQJ�%HUQVWHLQ
V�EXVLQHVV�DUH�DYDLODEOH�
RQ�RXU�ZHEVLWH�ZZZ�EHUQVWHLQUHVHDUFK�FRP�

&(57,),&$7,216
x ,��ZH���1HLO�%HYHULGJH��3K�'���%RE�%UDFNHWW��3K�'���2VZDOG�&OLQW��3K�'���$&$��6FRWW�*UXEHU��&)$��0LFKDHO�:��3DUNHU��+XJK�:\QQH��6HQLRU�

$QDO\VW�V��$QDO\VW�V���FHUWLI\�WKDW�DOO�RI�WKH�YLHZV�H[SUHVVHG�LQ�WKLV�SXEOLFDWLRQ�DFFXUDWHO\�UHIOHFW�P\��RXU��SHUVRQDO�YLHZV�DERXW�DQ\�DQG�DOO�RI�
WKH�VXEMHFW�VHFXULWLHV�RU�LVVXHUV�DQG�WKDW�QR�SDUW�RI�P\��RXU��FRPSHQVDWLRQ�ZDV��LV��RU�ZLOO�EH��GLUHFWO\�RU�LQGLUHFWO\��UHODWHG�WR�WKH�VSHFLILF�
UHFRPPHQGDWLRQV�RU�YLHZV�LQ�WKLV�SXEOLFDWLRQ�



$SSURYHG�%\��$.

&RS\ULJKW�������6DQIRUG�&��%HUQVWHLQ�	�&R���//&��6DQIRUG�&��%HUQVWHLQ�/LPLWHG��6DQIRUG�&��%HUQVWHLQ��+RQJ�.RQJ��/LPLWHG��DQG�$OOLDQFH%HUQVWHLQ��6LQJDSRUH��/WG���VXEVLGLDULHV�RI�
$OOLDQFH%HUQVWHLQ�/�3��a�����$YHQXH�RI�WKH�$PHULFDV�a�1<��1<�������a���������������$OO�ULJKWV�UHVHUYHG�

7KLV�SXEOLFDWLRQ�LV�QRW�GLUHFWHG�WR��RU�LQWHQGHG�IRU�GLVWULEXWLRQ�WR�RU�XVH�E\��DQ\�SHUVRQ�RU�HQWLW\�ZKR�LV�D�FLWL]HQ�RU�UHVLGHQW�RI��RU�ORFDWHG�LQ�DQ\�ORFDOLW\��VWDWH��FRXQWU\�RU�RWKHU�MXULVGLFWLRQ�ZKHUH�VXFK�GLVWULEXWLRQ��SXEOLFDWLRQ��
DYDLODELOLW\�RU�XVH�ZRXOG�EH�FRQWUDU\�WR�ODZ�RU�UHJXODWLRQ�RU�ZKLFK�ZRXOG�VXEMHFW�%HUQVWHLQ�RU�DQ\�RI�WKHLU�VXEVLGLDULHV�RU�DIILOLDWHV�WR�DQ\�UHJLVWUDWLRQ�RU�OLFHQVLQJ�UHTXLUHPHQW�ZLWKLQ�VXFK�MXULVGLFWLRQ��7KLV�SXEOLFDWLRQ�LV�EDVHG�XSRQ�
SXEOLF�VRXUFHV�ZH�EHOLHYH�WR�EH�UHOLDEOH��EXW�QR�UHSUHVHQWDWLRQ�LV�PDGH�E\�XV�WKDW�WKH�SXEOLFDWLRQ�LV�DFFXUDWH�RU�FRPSOHWH��:H�GR�QRW�XQGHUWDNH�WR�DGYLVH�\RX�RI�DQ\�FKDQJH�LQ�WKH�UHSRUWHG�LQIRUPDWLRQ�RU�LQ�WKH�RSLQLRQV�KHUHLQ��
7KLV�SXEOLFDWLRQ�ZDV�SUHSDUHG�DQG�LVVXHG�E\�%HUQVWHLQ�IRU�GLVWULEXWLRQ�WR�HOLJLEOH�FRXQWHUSDUWLHV�RU�SURIHVVLRQDO�FOLHQWV��7KLV�SXEOLFDWLRQ�LV�QRW�DQ�RIIHU�WR�EX\�RU�VHOO�DQ\�VHFXULW\��DQG�LW�GRHV�QRW�FRQVWLWXWH�LQYHVWPHQW��OHJDO�RU�WD[�
DGYLFH��7KH�LQYHVWPHQWV�UHIHUUHG�WR�KHUHLQ�PD\�QRW�EH�VXLWDEOH�IRU�\RX� ,QYHVWRUV�PXVW�PDNH�WKHLU�RZQ�LQYHVWPHQW�GHFLVLRQV�LQ�FRQVXOWDWLRQ�ZLWK�WKHLU�SURIHVVLRQDO�DGYLVRUV�LQ�OLJKW�RI�WKHLU�VSHFLILF�FLUFXPVWDQFHV��7KH�YDOXH�RI�
LQYHVWPHQWV�PD\�IOXFWXDWH��DQG�LQYHVWPHQWV�WKDW�DUH�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV�PD\�IOXFWXDWH�LQ�YDOXH�DV�D�UHVXOW�RI�H[SRVXUH�WR�H[FKDQJH�UDWH�PRYHPHQWV��,QIRUPDWLRQ�DERXW�SDVW�SHUIRUPDQFH�RI�DQ�LQYHVWPHQW�LV�QRW�
QHFHVVDULO\�D�JXLGH�WR��LQGLFDWRU�RI��RU�DVVXUDQFH�RI��IXWXUH�SHUIRUPDQFH�


