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7DWD�&KHPLFDOV�/LPLWHG�
4� )< 
�� (DUQLQJV�&RQIHUHQFH�&DOO

$XJXVW���������

0RGHUDWRU� /DGLHV�DQG�JHQWOHPHQ��JRRG�GD\��$QG�ZHOFRPH�WR�WKH�7DWD�&KHPLFDOV�/LPLWHG�4�
)<� 
�� (DUQLQJV� &RQIHUHQFH� &DOO�� 3OHDVH� QRWH� WKDW� WKLV� FRQIHUHQFH� LV� EHLQJ�
UHFRUGHG�� , ZRXOG QRZ� OLNH� WR� KDQG WKH� FRQIHUHQFH� RYHU� WR�0U�� *DYLQ� 'HVD IURP�
&'5�,QGLD��7KDQN�\RX�DQG�RYHU�WR \RX��0U��'HVD�

*DYLQ�'HVD� 7KDQN�\RX��*RRG�GD\��HYHU\RQH DQG WKDQN�\RX� IRU� MRLQLQJ�XV�RQ�7DWD�&KHPLFDOV�
4��)<� 
���(DUQLQJV�&RQIHUHQFH�&DOO��:H�KDYH�ZLWK�XV�WRGD\�0U��5��0XNXQGDQ ±
0DQDJLQJ�'LUHFWRU��0U��=DULU�/DQJUDQD ± ([HFXWLYH�'LUHFWRU��DQG�0U��-RKQ�0XOKDOO
± &KLHI�)LQDQFLDO�2IILFHU�

%HIRUH� ZH� EHJLQ�� ,� ZRXOG� OLNH� WR� PHQWLRQ� WKDW� VRPH� RI� WKH� VWDWHPHQWV� PDGH� LQ�
WRGD\
V� GLVFXVVLRQV�PD\� EH� IRUZDUG�ORRNLQJ� LQ� QDWXUH� DQG�PD\� LQYROYH� ULVNV� DQG�
XQFHUWDLQWLHV��,�QRZ�LQYLWH�0U��0XNXQGDQ�WR�EHJLQ�SURFHHGLQJV�RI�WKH�FDOO��2YHU�WR�
\RX��0XNXQG�

5��0XNXQGDQ� 7KDQN�\RX��*DYLQ��*RRG�PRUQLQJ��DQG� WKDQN�\RX��HYHU\RQH�� IRU� MRLQLQJ�XV� IRU� WKH�
4�� (DUQLQJV� &DOO� ,� DP MRLQHG E\�� DV� *DYLQ� KDV� DOUHDG\� KLJKOLJKWHG�� =DULU� P\�
FROOHDJXH� DQG�([HFXWLYH� 'LUHFWRU� RQ� WKH�%RDUG DQG -RKQ�0XOKDOO� RXU�&)2�� DQG�
WKH\�ZLOO�ZDON�WKURXJK�VRPH�RI�WKH�GHWDLOV�DV�ZH�PRYH�IRUZDUG�

,�ZRXOG OLNH�WR�VWDUW�ZLWK�KLJKOLJKWLQJ�FRXSOH�RI�LVVXHV��D�FRXSOH�RI�SRLQWV�EHIRUH�,�JHW�
LQWR�GHWDLOV�RI�VHYHUDO�RI�WKH�HOHPHQWV�DV�WKH\�KDYH�SOD\HG�RXW�GXULQJ�WKH�FRXUVH�RI�
WKH�FXUUHQW�TXDUWHU�

$V�\RX�NQRZ��ZH�KDYH IRXU�YHUWLFDOV�LQ�WKLV�FRPSDQ\�

7KH� ILUVW� LV� WKH�3HUIRUPDQFH�0DWHULDOV� YHUWLFDO� ZKLFK� FRPSULVHV RI� VRGD�DVK� DQG�
RWKHU� $ONDOL� SURGXFWV� DV� WKH� NH\� SURGXFWV LQ� WKH� VHJPHQW�� ,W� DOVR� KDV� D� VPDOO�
HPHUJLQJ�EXVLQHVV�ZKLFK�LV�RXU�VLOLFD�EXVLQHVV�

7KH�VHFRQG�YHUWLFDO�ZH�KDYH�LV�1XWULWLRQ�6FLHQFH ZKLFK�KDV�WKH�LRGL]HG�VDOW� ZKLFK�
ZH�VHOO�WR�7DWD�&RQVXPHU�DQG�ZKLFK�ZDV GHPHUJHG�ODVW�\HDU DQG�ZH�KDYH�VRGLXP�
ELFDUERQDWH� EXVLQHVV� DORQJ� ZLWK� )26� DQG� *26�� L�H�� SURELRWLFV� DQG� SUHELRWLFV�
SURGXFWV�ZKLFK�ZH�DUH�VHOOLQJ�WR�RWKHU�IRRG�FRPSDQLHV��$QG�WKHUH�DUH�PDQ\�PRUH�
SURGXFWV�WR�FRPH�LQ�WKLV�VSDFH�

7KH�WKLUG�YHUWLFDO�LV�$JUL�6FLHQFH��WKURXJK�RXU�VXEVLGLDU\�5DOOLV ,QGLD��
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7KH�ODVW�EXVLQHVV�ZKLFK�ZH�KDYH� LV�(QHUJ\�6FLHQFH��ZKLFK�LV�D�QDVFHQW�EXVLQHVV��
\HW� WR� EH� VHHGHG� IXOO\��:H� DUH� VWLOO� ILJXULQJ� RXW� ZLWK� FXVWRPHU¶V ZDQWV� DQG� ZKDW�
QHHGV IRU WKH�EXVLQHVV�

,Q� WHUPV� RI� WKH� RYHUDOO� SHUIRUPDQFH�� OHW�PH� VWDUW� ZLWK� WKH� 3HUIRUPDQFH�0DWHULDOV
EXVLQHVV�

7KH� VRGD�DVK�EXVLQHVV�� DV� \RX� NQRZ�� KDV� H[SRVXUH� WR� YDULRXV� VHFWRUV��$QG� WKH�
SHUIRUPDQFH�KDV�EHHQ�LQ�OLQH�ZLWK�WKH�ZD\�WKH�VHFWRUV�KDYH�SHUIRUPHG�GXULQJ�WKLV�
ORFNGRZQ�SHULRG�DQG�H[WUHPH�WXUEXOHQFH�DURXQG�WKH�ZRUOG��6HFWRUV�OLNH�GHWHUJHQWV��
SHUVRQDO�FDUH�DQG�RWKHU�FKHPLFDOV�KDYH�GRQH�ZHOO��:KHUHDV�VHFWRUV OLNH�IODW�JODVV�
ZKLFK�JRHV�PDLQO\�LQWR�DXWRPRWLYH�DQG�UHDO�HVWDWH��KDYH�KDG�D�GLIILFXOW�TXDUWHU��%XW�
WKHVH� DUH� EHKLQG� XV�� DQG� WKHVH� IDFWRULHV� DUH� RSHQLQJ� VORZO\��:H KRSH� DV� WLPH�
SDVVHV�E\��WKH�VRIWQHVV�ZRXOG�VWDUW�WR�UHGXFH��DQG WKH�GHPDQG�ZRXOG�VWDUW�WR�SLFN�
XS�DQG�ZRXOG�DJDLQ�VHH�WUDFWLRQ�IURP�WKHVH�VHFWRUV�

2YHUDOO�� LI� \RX� ORRN� DW� WKH� SHUIRUPDQFH�� ZKLOH� 8�.�� DQG� .HQ\D� KDYH� YHU\� OLPLWHG�
H[SRVXUH� WR� IODW�JODVV��DQG�KHQFH� WKHLU� QXPEHUV�KDYH�EHHQ�PRUH�RU� OHVV�VWHDG\�
DQG�KDYH UXQ�DV�SODQQHG��7KHUH�ZHUH�VRPH�GLVWXUEDQFHV�ZLWK�UHVSHFW�WR�ORJLVWLFV�
EHFDXVH�RI�SRUW�FORVXUHV��%H\RQG�WKDW��,�WKLQN�WKHUH�LV�QR�FXVWRPHU�GHPDQG�LVVXH�
DV�\RX�NQRZ�WKH�EXON�RI�WKH�VDOHV�RI�0DJDGL�JRHV�WR�FRQWDLQHU�JODVV�DQG�EXON�RI�WKH�
VDOHV�LQ�8�.��KDYH�DOPRVW�]HUR H[SRVXUH�WR�IODW�JODVV��7KH�IODW�JODVV�H[SRVXUH�LV�LQ�
,QGLD�DQG�8�6��,Q�,QGLD��LW LV�IDLUO\�OLPLWHG��7R�WKDW�H[WHQW��,QGLDQ�GHPDQG�ZDV�RND\��
,Q�8�6���WKH�H[SRVXUH�LV�VOLJKWO\�PRUH��DQG�HVSHFLDOO\�WKH�H[SRVXUH�WR�WKH�H[SRUWV�LV�
DOPRVW ����WR�IODW�JODVV�DQG�WKDW�WHQGHG�WR�IHHO WKH�SUHVVXUH�RI�WKH�DFWLYLW\� +RSH�
DV�FRXQWULHV�UHRSHQ� DV�WKH�SUHVVXUH�RI�WKH�SDQGHPLF�UHGXFHV��WKHVH�PDUNHWV�ZLOO�
RSHQ�DQG�ZLOO�FRPH�EDFN�RQ�VWUHDP��

$V� IDU� DV� RXU� VLOLFD� EXVLQHVV� LV� FRQFHUQHG�� WKH\� UHVXPHG�RSHUDWLRQV� GXULQJ�PLG�
0D\��$QG�VLQFH�WKHQ�� WKH\�KDYH�KDG�D�YHU\�JRRG�WUDFWLRQ�LQ�WHUPV�RI�GHPDQG�DQG�
ZRXOG� FRQWLQXH� WR� GR� ZHOO�� :H� DUH� DOVR� KDSS\� WR� VD\� WKDW� WKH� 7DPLO� 1DGX�
JRYHUQPHQW�KDV�DFWXDOO\�DOORFDWHG�DGGLWLRQDO� ODQG�WR�XV�IRU�H[SDQVLRQ�DQG�JURZWK�
RI�WKLV�EXVLQHVV��$QG�ZH�ZLOO�FRQWLQXH�WR�EXLOG�WKLV�EXVLQHVV�JRLQJ�IRUZDUG�

,Q� WHUPV� RI� WKH� 1XWULWLRQ� 6FLHQFH�� WKH� VDOW� GLG� YHU\� ZHOO� EHFDXVH� RI� FRQVXPHU�
GHPDQG�� ,� WKLQN� WKHUH� ZDV� D� VWRFNLQJ� E\� HYHU\RQH� EHFDXVH� RI� WKH� IHDUV� RI�
VKXWGRZQ��$QG�ELFDUERQDWH��ERWK�IRRG�DQG�SKDUPD�JUDGH��DOVR�GLG�YHU\�ZHOO� $QG�
WKH�1XWUDFHXWLFDOV EXVLQHVV�DOVR�SHUIRUPHG�ZHOO� SRVW� UHRSHQLQJ� RI� WKH�0DPEDWWX
SODQW��ZKLFK�UHRSHQHG�DURXQG�PLGGOH�RI�0D\� ,Q�IDFW��ERWK�WKHVH�QHZ�SODQWV�KDYH�
GRQH�EHWWHU� WKDQ�SUHYLRXV�\HDU� LQ� WHUPV�RI� WXUQRYHU�GHVSLWH� WKH� ORFNGRZQ� %ULWLVK�
6DOW� LQ�8�.��KDV�GRQH�ZHOO��$OVR�8.�%LFDUE�EXVLQHVV� L�H�� IRRG�DQG�SKDUPD�JUDGH�
ELFDUE�EXVLQHVV�KDV�GRQH�ZHOO�GXULQJ�WKLV�SHULRG�DQG�FRQWLQXH�WR�SRVW�VWURQJ�VDOHV�

,Q�$JUL�6FLHQFH��5DOOLV�,QGLD�KDV�GRQH�FRPPHQGDEOH�ZRUN�LQ�WHUPV�RI�WKH�VDOHV�DV�
ZHOO� DV� WKH� RSHUDWLRQV� GHVSLWH� GLIILFXOWLHV� LQ� WHUPV� RI� UXQQLQJ� WKRVH� RSHUDWLRQV
ZKLFK� ZH� KDYH� IDFHG� DFURVV� WKH� ERDUG� ZLWK� UHVSHFW� WR� ODERU� DQG� ZRUNIRUFH
PRELOL]DWLRQ�� ZRUNIRUFH� VDIHW\�� ZKLFK� ZHUH� RXU� SULPDU\� FRQFHUQ�� DQG� KDYH�
FRQWLQXHG� WR� SHUIRUP� ZHOO�� $QG� ZH� KRSH� WKDW� ZLWK� JRRG� PRQVRRQ� WKDW� ZRXOG�
FRQWLQXH�WR�KDSSHQ�DQG�PRYH�IRUZDUG�

:LWK�UHVSHFW�WR�(QHUJ\�6FLHQFH��,�WKLQN�RXU�SULRULWL]DWLRQ�KDV�EHHQ�WR�FDOLEUDWH�RXU�
FDSLWDO� VSHQG� LQ� WKLV� EXVLQHVV�� ZKLFK� LV� D� QHZ� EXVLQHVV� LQ� V\QF� ZLWK� RXU�
FXVWRPHUV��$QG�DV�\RX�NQRZ�WKDW�WKH�DXWR�VHFWRU�LV�XQGHU�VHULRXV�SUHVVXUH��ZH�DUH�
ZDWFKLQJ�DQG�ZDLWLQJ��:H�DUH�QRW� LQ�D� UXVK� WR�VRUW�RI�VSHQG�PRQH\��$W� WKH�VDPH�
WLPH�� ZH� DUH� DOVR� FRQWLQXLQJ� RXU� HIIRUWV� WR� GHYHORS� SURGXFWV� ZKLFK� DUH� WKH� QH[W�
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JHQHUDWLRQ��ZKLFK�LV�EH\RQG�OLWKLXP��7KDW�ZRUN�FRQWLQXHV��$V�IDU�DV�OLWKLXP�EDWWHU\�
FHOO� LV� FRQFHUQHG�� ZH� KDYH� WDSHUHG� GRZQ� RXU� LQYHVWPHQW� SODQ� LQ� V\QF� ZLWK� RXU�
FXVWRPHUV
�VLWXDWLRQ�LQ�WKH�DXWR�VHFWRU�

6R�WR�FRQFOXGH� 2XU�IRFXV�GXULQJ�WKLV�SHULRG�KDV�EHHQ�WR�SURGXFH�DV�SHU�GHPDQG��
ZKLFK� PHDQV� ZH� KDYH� EHHQ� KDYLQJ� D� WLJKW� FRQWURO� RQ� LQYHQWRU\�� H[FHSW� WR� UDZ�
PDWHULDOV�ZKHUH� LW�KDV�EHHQ�VHFXUHG� IRU�VWUDWHJLF� UHDVRQV��:H�KDYH�FRQWLQXHG� WR�
PDNH�VXUH�WKDW�ZH�FROOHFW�IURP�RXU�FXVWRPHUV�ZHOO�LQ�WLPH�VR�WKDW�RXU�RYHUGXHV�DUH�
NHSW� LQ� FKHFN��$QG�ZH�FRQWLQXH� WR� IRFXV�RQ�FDVK�� UXQ�DOO� WKH�XQLWV� IRU� FDVK��$QG�
KDSS\�WR�VD\�WKDW��WKDW�KDV�EHHQ�GHOLYHUHG�E\�WKH�WHDP�

:H�KDYH�DOVR�FDOLEUDWHG�RXU�IL[HG�FRVW�EXLOGXS��DQG�KDYH�DOVR�FRQVHUYHG� ZKHUHYHU�
WKH� FXVWRPHU� GHPDQG�� DV�ZH� NQRZ� LV� JRLQJ� WR� EH� VOLJKWO\� VORZHU� WR� SLFN XS��ZH�
KDYH�SRVWSRQHG� WKRVH�&$3(;��$QG�DFFHOHUDWHG� WKH�&$3(; ZKHUH�ZH�NQRZ� WKH�
GHPDQG�LV�JRLQJ�WR�EH�KLJK��HVSHFLDOO\�LQ�1XWULWLRQ�DQG�$JUL�VHJPHQW�

$V�,�ZDQW�WR�FRQFOXGH��,�MXVW ZDQWHG�WR�VD\�WKDW�RXU�ORQJ�WHUP�VWUDWHJ\�LV�LQWDFW��:H�
ZLOO�EH�FRQWLQXLQJ�RXU� IRFXV�WR�PRYH�WKH�3HUIRUPDQFH�0DWHULDOV EXVLQHVV�WRZDUGV�
PRUH�YDOXH�DGGHG�SURGXFWV��HYHQ�DV�ZH�GHERWWOHQHFN�VRPH�RI�WKH�DUHDV��6R�ZKLOH�
ZH�ZLOO�GHERWWOHQHFN�RXU�0LWKDSXU�SODQW�DQG�WKRVH�SODQV�DUH�DIRRW�LQ�WKH�VRGD�DVK�
DUHD��RXU� LQYHVWPHQWV�ZLOO�FRQWLQXH�WR�H[SDQG�WKH�YDOXH�DGGHG�SURGXFWV�VHJPHQW��
ERWK�LQ�WHUPV�RI�ELFDUERQDWH��ZKLFK� LV�D�YDOXH�DGGHG�SURGXFW�RI�VRGD�DVK� DV�ZHOO�
DV�LQYHVWPHQWV�LQ�YDULRXV�RWKHU�VROXWLRQV�ZH�JLYH�WR FXVWRPHU�LQ�WHUPV�RI�VSHFNOHV�
IRU�GHWHUJHQW�EXVLQHVV�

,Q�WHUPV�RI�1XWULWLRQ�6FLHQFH��ZH�ZLOO�FRQWLQXH�WR�IRFXV�RQ�RXU�LQYHVWPHQW�SODQ��RXU�
JURZWK�SODQ�LQ�WHUPV�RI�H[SDQGLQJ�IURP ��PLOOLRQ�WRQQHV WR�����PLOOLRQ�WRQQHV RI�VDOW�
LV� RQ� WUDFN�� $QG� GHVSLWH� WKH� LVVXHV� ZLWK� UHVSHFW� WR� SURMHFW� H[HFXWLRQ�� ZH� GRQ
W�
DQWLFLSDWH� GHOD\V�� ,Q� $JUL� 6FLHQFH DJDLQ�� ,� WKLQN� ZH� DUH� IRFXVHG� FRPSOHWHO\� RQ�
H[HFXWLQJ�RXU�H[SDQVLRQ�SODQ�WR�VXSSRUW�ERWK�GRPHVWLF�DQG�LQWHUQDWLRQDO�PDUNHW�

2Q�(QHUJ\�6FLHQFH��DV�,�VDLG��ZH�KDYH�WDSHUHG�GRZQ�RXU�DPELWLRQ��%XW�DW�WKH�VDPH�
WLPH��WKLV�UHPDLQV�RQH�RI�WKH�SLOODUV�ZH�ZLOO FRQWLQXH�WR�IRFXV�

6R�DOO�LQ�DOO��,�ZRXOG�VD\�WKH�FRPSDQ\�LV�ZHOO�SRVLWLRQHG�WKURXJK�WKHVH IRXU�YHUWLFDOV�
WR� GHOLYHU� WR� PDUNHW� 3HUIRUPDQFH� PDWHULDO�� 1XWULWLRQ� 6FLHQFH�� $JUL� 6FLHQFH DQG�
(QHUJ\�6FLHQFH��$QG�ZH�DUH�YHU\�FRQILGHQW�RI�QDYLJDWLQJ�WKURXJK�WKH�GLIILFXOW�WLPH�
LQ� WHUPV�RI� WKLV� SDQGHPLF��$QG�ZH� DUH� YHU\� FRQILGHQW�� DV�ZH�HPHUJH�RXW� RI� WKLV�
VRPHWLPH�DURXQG� WKH� ILUVW�TXDUWHU�RI�QH[W�FDOHQGDU� \HDU��ZH�ZRXOG�EH� LQ�D�PXFK��
PXFK� EHWWHU� VKDSH� DV� D� FRPSDQ\�� ZKLFK� KDV� UHHQJLQHHUHG� LWVHOI� DQG� LV�
UHSURJUDPPHG�LWVHOI�WR�VHUYH�LWV�FXVWRPHUV�ZHOO�

:LWK�WKDW�� ,�ZLOO KDQG�WKLV�RYHU� WR�-RKQ� WR�H[SODLQ�WKH� ILQDQFLDO�QXPEHUV��$QG�WKHQ�
ZH�ZLOO RSHQ�WKLV�XS�IRU�4	$��7KDQN�\RX�

-RKQ�0XOKDOO� 7KDQNV��0XNXQG��$QG�JRRG�PRUQLQJ��HYHU\RQH��,�H[SHFW� WKHUH�LV JRLQJ�WR�EH�D�ORW�
RI� LQWHUHVW� LQ� WKH�FRPSDQ\
V�YLHZ�RI� WKH�FRPLQJ�TXDUWHUV��%XW�EHIRUH� WKDW�� ,�ZRXOG
MXVW� OLNH� WR� DGG� VRPH� FRORXU� WR� WKH� ILQDQFLDO� UHVXOWV� IRU� WKH� TXDUWHU�� ZKLFK� ZH�
SXEOLVKHG�RQ�)ULGD\�QLJKW�

:KLOH�WKH�SURILW�EHIRUH�WD[�LQ WKH�VWDQGDORQH UHVXOWV�ZDV�GRZQ�5V� ����FURUH��RI�WKLV�
DURXQG�5V� ���� FURUH LV� DFWXDOO\� UHODWHG� WR� UHGXFWLRQ� LQ� RWKHU� LQFRPH� DW� OLQH� �%��
:LWKLQ� WKHUH�� \RX� KDYH� D� WLPLQJ� RI� D� GLYLGHQG� UHFHLSW� ZH� GLGQ
W� UHFHLYH� DQ\�
GLYLGHQGV�IURP�,0$&,'�RU�5DOOLV�WKLV�TXDUWHU��:H�KDYH JRW�5V� ���FURUH ODVW�\HDU��
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7KH�PDVVLYH�GLYLGHQG� ODVW�\HDU�RI�5V� ���FURUHV�� LQFOXGLQJ�D�RQH�RII�HOHPHQW� WKDW�
ZH�GLG�DGMXVW�WR�DGMXVW�WKH�FDVK�EXLOG�XS�LQ�0RURFFR DQG�WKLV�\HDU��ZKHQ�ZH�JHW�LW�
LQ�TXDUWHU� WZR�� ,�ZRXOG H[SHFW� LW� WR�EH�DURXQG�5V� ���FURUH� :H�DOO�VDZ� WKH�5DOOLV�
GLYLGHQG�RI�5V� ���FURUH��ZH�ZLOO�QRZ JHW�WR�TXDUWHU�WZR��:H�DOVR�KDG�UHGXFHG�EDQN�
LQWHUHVW�� PXWXDO� IXQG� DQG� IL[HG� GHSRVLW� LQFRPH� RI� DERXW� GRZQ� 5V� ��� FURUHV
FRPSDUHG�WR�ODVW�\HDU��7KLV�LV�UHDOO\�D�UHVXOW�RI�D�VOLJKWO\ UHGXFHG�FDVK�EDODQFH��EXW�
DOVR�MXVW�WKH�UHGXFHG�UDWHV�ZH�DUH VHHLQJ�LQ�WKH�PDUNHWSODFH�WRGD\��DQG�WKDW LV�DOVR�
WKH�UHDVRQ�ZK\�\RX�DOO�VHH�D�UHGXFWLRQ� LQ� WKH�XQDOORFDWHG� LQFRPH�LQ� WKH�VHJPHQW�
DQDO\VLV�RI�WKH�6(%,�VKHHW�LQ�3DJH���

)URP�WKH�RSHUDWLRQV�VLGH��ZKLOH�UHYHQXH�LV�GRZQ�DURXQG�5V� ���FURUHV�� WKH�JURVV�
PDUJLQ� LWVHOI� DFWXDOO\� KHOG� XS� TXLWH� ZHOO�� WKLV� LV� LQ� 7&/� VWDQGDORQH�� 7KH� JURVV�
PDUJLQ�FDPH�LQ�DERXW�������DJDLQVW�������ODVW�\HDU��VR������UHGXFWLRQ�FRPSDUHG�
WR�ODVW�\HDU� 7KH�UHYHQXH�UHGXFWLRQ�LWVHOI�ZDV�VHHQ�PRVWO\�LQ�VRGD�DVK�DQG�VRGLXP�
ELFDUERQDWH� YROXPHV� EXW� WKLV� LV� RIIVHW� E\� D� VWURQJ� VDOW� SHUIRUPDQFH�� 3ULFHV� GLG�
FRPH�XQGHU�SUHVVXUH�EXW PL[�DQG�VRPH�YDULDEOH�FRVW�VDYLQJV�GLG�OLPLW�WKH�QRQ�VDOW�
DGYHUVH�SULFH�PL[�YDULDQFH�WR�DURXQG�5V� ���FURUHV WR�ODVW�TXDUWHU�ODVW�\HDU�

2XU� ILQDQFH�FRVWV� LQ� ,QGLD�ZHUH�GRZQ�5V� ���FURUHV RQ� ODVW� \HDU�� UHDOO\� UHIOHFWLQJ�
WKH�UHSD\PHQW�RI WKH�(&%�ORDQ�LQ�2FWREHU�DQG�1&'V�LQ�-XO\������ 2XU�,QGLD�FDVK�
SRVLWLRQ� RI FDVK� PXWXDO� IXQG� GHSRVLWV� DQG� EDQN� GHSRVLWV� PRYHG� WR� 5V� ������
FURUHV LQ� -XQH� FRPSDUHG� WR� 5V� ������ FURUVH LQ� 0DUFK�� D� UHGXFWLRQ� RI� 5V� ����
FURUHV��&DSLWDO�VSHQGLQJ�LQ�WKH�TXDUWHU�LQ�,QGLD�ZDV�5V� ����FURUHV DJDLQVW�5V� ����
FURUHV ODVW�\HDU�

/RRNLQJ� DW� LQWHUQDWLRQDO� RSHUDWLRQV�� $QG� DV� 0XNXQG� PHQWLRQHG�� WKH� VWHHSHVW�
GHFOLQH�ZH�VDZ�ZDV�LQ�1RUWK�$PHULFD��6DOHV�YROXPHV�ZHUH���������PHWULF�WRQQHV�
EHORZ� ODVW� \HDU�� DQG� QHDUO\� DOO� RI� WKLV� ZDV� H[SRUW� UHODWHG�� QR� GRXEW�� ZLOO� EH�
GLVFXVVHG�ODWHU�RQ�LQ�WKH�4	$� 3URILW�EHIRUH�WD[�LQ�WKH�8�6��RSHUDWLRQ�KDV�UHGXFHG�
E\�5V� ����FURUHV IURP�ODVW�\HDU��7ZR�WKLUGV�RI�WKDW�LV�DFWXDOO\�YROXPH�UHODWHG��5V�
����FURUHV LV�YROXPH�UHODWHG��$QG�DGYHUVH�SULFH� LPSDFW�RI�H[SRUW�VDOHV� LV�DURXQG�
5V� ���FURUH�

$QG�ZKLOH�JRRG�FRVW�VDYLQJV�ZHUH�DFWXDOO\�RIIVHW�E\�D�GHOLEHUDWH�UHGXFWLRQ�LQ�PLQH�
RXWSXW� DQG� VXUIDFH� DQG� SURGXFWLRQ� RXWSXW� WR� FRQWURO� FRVW� DQG� DOVR� OLPLWHG� WKH�
LQYHQWRU\�EXLOG�RXW��:H�GLG�FRPSOHWH�WKH������PLOOLRQ�UHILQDQFH�LQ�1RUWK�$PHULFD�LQ�
VRPH�TXLWH�FKDOOHQJLQJ�PDUNHW�FRQGLWLRQV DQG�ZH�KDG�VRPH�DGGLWLRQDO�FRVWV�DV�ZH�
FKDQJHG� WKH� ILQDQFLQJ� VWUXFWXUH� 7KH�QHZ�DUUDQJHPHQWV�ZLOO� VWLOO� EH� FKHDSHU� WKLV�
\HDU�FRPSDUHG�WR�DQWLFLSDWHG�FRVWV�RI�WKH�SUHYLRXVO\�FRQWHPSODWHG�ILQDQFH�IDFLOLW\�

)RU�0DJDGL�� WKH\�GLG� UHFRUG�D�PDUJLQDO� ORVV�EHIRUH� WD[�RI�5V� �� FURUH��DQG�ZKLOH�
VDOHV�ZHUH�GRZQ������� WRQQHV�DW�������� WRQQHV� LQ� WKH�TXDUWHU�� WKH� ODUJHU� LPSDFW�
ZDV�VHHQ�LQ�SULFLQJ�DQG�GHVWLQDWLRQ�PL[� WKHVH�DGYHUVH�UHVXOWV�ZHUH�SDUWLDOO\�RIIVHW�
E\�VRPH�UDLO�DQG�IL[HG�FRVW�FRPSUHVVLRQ�

7KH�XQGHUO\LQJ�8�.��SHUIRUPDQFH�LWVHOI�ZDV�DFWXDOO\�EHWWHU�WKDQ�ODVW�\HDU�DV�ZH�KDG�
D�5V� ���FURUH�H[FHSWLRQDO�JDLQ�ODVW�\HDU��$QG�WKLV�\HDU��LW�ZDV�DFWXDOO\�RQO\�5V� ��
FURUHV��)RU�7DWD�&KHPLFDOV�(XURSH��RXU�VRGD�DVK�VDOHV�ZHUH�GRZQ�������WRQQHV�
������WRQQHV�RI�WKDW�ZDV�DFWXDOO\�3)5�VDOHV�ODVW�\HDU��ZKLFK�KDG�PLQLPDO�PDUJLQ��
6R� WKLV� PL[� LPSURYHPHQW�� DORQJ� ZLWK� ORZHU� LQSXW� FRVW� RQ� FRNH� DQG� EHWWHU�
PDQXIDFWXULQJ� HIILFLHQF\�� DORQJVLGH� JRRG� ELFDUERQDWH� VDOHV� SURGXFHG� EHWWHU�
FRQWULEXWLRQ� PDUJLQV� IRU ERWK� EXVLQHVV� XQLWV�� WKH� VRGD� DVK� DQG� WKH� VRGLXP�
ELFDUERQDWH�EXVLQHVV�XQLWV�
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8�.�� VDOW� RSHUDWLRQV� ZHUH� LPSDFWHG� VOLJKWO\� E\� RXU� VDOHV� PL[� DV� D� UHVXOW� RI� WKH�
SDQGHPLF� UHVWULFWLRQV��EXW� ORZHU� LQSXW� FRVW��PDLQO\� JDV��ZKLFK�FRQWULEXWHG�VOLJKWO\�
EHWWHU�SHUIRUPDQFH�WKDQ�ODVW�\HDU��$QG�RYHUDOO��RXU�FRQVROLGDWHG�FDVK�ILQLVKHG�WKH�
TXDUWHU�DW�5V� ������FURUH DQG�QHW�GHEW�ZDV�5V� ������FURUH�

$QG� ZLWK� WKDW�� ,� ZLOO KDQG� EDFN� WR� *DYLQ�� DQG� WKHQ� ZH� ZLOO RSHQ� WKH� OLQHV� IRU�
TXHVWLRQV�

0RGHUDWRU� 7KDQN�\RX�YHU\�PXFK�� :H�WDNH�WKH�ILUVW�TXHVWLRQ�IURP�WKH�OLQH�RI�0DGKDY�0DUGD�
IURP�)LGHOLW\�,QYHVWPHQWV�

0DGKDY�0DUGD� 0\�TXHVWLRQ�ZDV�VSHFLILFDOO\�RQ�WKH�8�6��RSHUDWLRQV��6R� RXU�(%,7'$�SHU�WRQQH�LQ�
WKLV�PDUNHW� KDV� EHHQ� DERXW� ���� WR� ���� IRU� WKH� ORQJHVW� WLPH�� $QG� REYLRXVO\�� WKLV�
TXDUWHU�EHFDXVH�RI�WKH�ORZHU�YROXPHV��LW�KDV�EHHQ�LPSDFWHG��%XW�,�DP MXVW�WU\LQJ�WR�
UHFRQFLOH�ZK\�WKH�(%,7'$�SHU�WRQQH�KDV�FRPH�GRZQ�WR�DERXW����������SHU�WRQQH�
YHUVXV����" :KDW KDV�EHHQ� WKH� UHDVRQ� IRU� WKH�GHFOLQH�� ,�PHDQ� LV� LW� OLNH�SURGXFW�
PL[�RU�RSHUDWLQJ�OHYHUDJH��ZKDW�KDV�LPSDFWHG�XV�WKHUH"

-RKQ�0XOKDOO� <HV�� OLNH� ,�VDLG�� ,�PHDQ��D� UHODWLYHO\�KLJK� IL[HG�FRVW�EDVH� LQ�1RUWK�$PHULFD�KDV�D�
GLVSURSRUWLRQDWH� LPSDFW�ZKHQ�\RX�UHGXFH� WKH�YROXPH��$QG� WKH�SULFH�UHGXFWLRQ�RQ�
RXU� H[SRUW� VDOHV� DV�ZHOO�� 6R� WZR� WKLQJV� RQH�� VLJQLILFDQW� YROXPH� UHGXFWLRQ�ZKLFK�
GRHV� LPSDFW� \RXU� RYHUKHDG� UHFRYHU\� UDWHV�� 6HFRQG� SLHFH� LV� WKH� SULFH� UHGXFWLRQ��
7KH� WKLUG� RQH� LV� ZH� WRRN� WKH� PLQH� DQG� WKHQ� ZH� FXUWDLOHG� SURGXFWLRQ� WR� PHHW�
GHPDQG��6R�ZH�DUHQ
W� EXLOGLQJ� XS� VWRFN� DQG�ZDVWLQJ� FDVK� WKDW�ZD\�� WKDW
V� UHDOO\�
ZK\�ZKLFK�KDV�GULYHQ�WKH�UHGXFWLRQ�LQ�(%,7'$�SHU�WRQQH�

0DGKDY�0DUGD� 2ND\��,�DP QRW�VXUH�LI�,�DP GRLQJ�LW�ULJKW��EXW�LI�,�ORRN�DW�\RXU�$63�SHU�WRQQH��ZKLFK�
LV�MXVW�GLYLGLQJ�WKH�UHYHQXHV�E\�WKH�YROXPHV��$63�VHHPV�IODW�RU�OLWWOH�KLJKHU�DFWXDOO\�
<�R�<� ,�DP QRW�VXUH��ZKDW�DP�,�PLVVLQJ�KHUH�

-RKQ�0XOKDOO� 1R��WKH�SULFH�LV�GRZQ�DJDLQVW�ODVW�\HDU�

0DGKDY�0DUGD� 2ND\��$OO�ULJKW��,�ZLOO MXVW�FKHFN��PD\EH��$QG�PD\EH�RQH�RWKHU�TXHVWLRQ��KRZ�VRRQ�
GR� ZH� WKLQN� WKH� 8�6�� RSHUDWLRQV�� WKH� YROXPHV FRPH� EDFN� WR� PRUH� QRUPDOL]HG�
OHYHOV"�+RZ�PDQ\�TXDUWHUV�GR�\RX�WKLQN�\RXU�DQWLFLSDWLRQ�LV��LW�FRXOG�WDNH"

5��0XNXQGDQ� 6R� ,� WKLQN� OHW�PH� FRPPHQW� KHUH�� DQG�PD\EH� =DULU� FDQ� DGG�PRUH� FRORXU� WR� WKLV��
%URDGO\�VSHDNLQJ��LI�\RX�ORRN�DW�WKH�8�6��RSHUDWLRQ��,�WKLQN�WKH�PDUNHW�PL[�ZLOO�NHHS�
FKDQJLQJ�WKH�UHDOL]DWLRQ�EHFDXVH�WKH�GRPHVWLF�PDUNHW�UHDOL]DWLRQV�DUH�KLJKHU�WKDQ�
WKH�LQWHUQDWLRQDO�PDUNHW��$V�LQWHUQDWLRQDO�PDUNHWV�JR�GRZQ��WKH�YROXPH�JRHV�GRZQ��
WKH�SULFLQJ�PL[�ZLOO�NHHS�FKDQJLQJ� %XW�EURDGO\��,�WKLQN�WKHLU�FRQWULEXWLRQ�PDUJLQ�KDV�
EHHQ� LQ� OLQH� ZLWK� ZKDW� ZH� XVXDOO\� GR�� $QG� LI� ,� WDNH� D� EURDG� UDQJH�� ,� PHDQ��
FRQWULEXWLRQ�PDUJLQV�VKRXOG�KRYHU�DURXQG�DERXW�����EURDGO\��6R�LI�\RX�ORRN�DW�WKH�
FRPSUHVVLRQ�� ZKLFK� WKH� VDOHV� KDYH� JRQH�� ,� WKLQN� WKDW� ZRXOG� EURDGO\� H[SODLQ� WKH�
FRPSUHVVLRQ�DW�WKH�(%,7'$�OHYHO��$QG�LI�DW�DOO��LW�ZLOO�DOVR�WHOO�\RX�WKDW�WKHUH�LV�D�ELW�
RI�D�JDLQ�ZKLFK�KDV�FRPH�LQ�EHFDXVH�RI�FHUWDLQ�IL[HG�FRVW�HIIRUW�WKH�WHDP�KDV�SXW�LQ�
SOD\��6R� WKDW
V� UHDOO\� WKH�ZD\� ,�ZRXOG�VRUW�RI� ORRN�DW� LW� EHFDXVH� LI� \RX� ORRN�DW� WKH�
ORVV� RI� UHYHQXH� LWVHOI� DQG� \RX� ORRN� DW� WKH� ORVV� RI� FRQWULEXWLRQ� DULVLQJ� RXW� RI� WKDW�
UHYHQXH�DW������LW
V�DERXW�5V� ����RGG�FURUH EURDGO\�

2Q�DQ (%,7'$�RI�5V� ����FURUH��WKDW�5V� ����FURUH�FRPSUHVVLRQ�VKRXOG�KDYH�OHG�WR�
(%,7'$�ZKLFK�VKRXOG�EH�FORVH� WR�DERXW�5V� ���FURUH WR�5V� ���FURUH�� ,� WKLQN� WKH�
IL[HG�FRVW�DEVRUSWLRQ��DV�-RKQ�KDV�KLJKOLJKWHG��KDV�OHG�WR�D�ELW�RI�D�SUHVVXUH�RQ�WKH�
(%,7'$� D� OLWWOH� ELW� PRUH� WKDQ� ZKDW� RQH� ZRXOG� QRUPDOO\� DQWLFLSDWH� 6R� DW� WKH�
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FRQWULEXWLRQ�PDUJLQ�OHYHO��ZH�GRQ
W�VHH�DQ\�ELJ�GLIIHUHQFH��,W�LV�EDVLFDOO\�WKH�YROXPH�
SLFNXS�� ZKLFK� ZLOO� DGGUHVV�PRVW� RI� WKH� LVVXHV� WKHUH� $V� IDU� DV� WKH� 3%7� OHYHO� LV�
FRQFHUQHG�IURP�(%,7'$�WR�3%7�ZKHQ�\RX�JR��WKHUH�LV�D����PLOOLRQ�DGGLWLRQDO�FRVW��
ZKLFK�KDV�KDSSHQHG�WKLV�TXDUWHU��ZKLFK�ZLOO�QRW�UHSHDW��ZKLFK�-RKQ�KDV�KLJKOLJKWHG��
EHFDXVH�WKDW�ZDV�D�SDUW�RI�WKH�UHILQDQFLQJ�QHW�WDNH�RXW�FRVW�EHFDXVH�ZH�ZDQWHG�WR�
PRYH�WR�D�GLIIHUHQW�VWUXFWXUH��$QG�WKDW�VWUXFWXUH�DFWXDOO\�LV�FKHDSHU WKDQ�WKH�FXUUHQW�
DUUDQJHPHQW�� 6R� RYHUDOO�� WKH� FRPSDQ\� EHQHILWV�� EXW� ZH� KDG� WR� WDNH� WKH� HQWLUH�
WDNHRXW� FRVW� WKLV� TXDUWHU� LWVHOI� UDWKHU� WKDQ� DPRUWL]H� EHFDXVH� RI� WKH� DFFRXQWLQJ�
VWDQGDUGV�

6R� WKDW� H[SODLQV� DZD\� DW� WKH� 3%7� OHYHO� DERXW� 5V� ���RGG� FURUH RI� FRVW�� 7KDW
V�
DSSUR[LPDWHO\����PLOOLRQ��-RKQ��DP�,�ULJKW�DERXW�WKDW"

-RKQ�0XOKDOO� <HV��-XVW�XQGHU����PLOOLRQ IRU�WKLV�TXDUWHU�

5��0XNXQGDQ� <HV��6R� ,�WKLQN�WKH�UHDO�LVVXH�LV� ZKLFK�\RX�UDLVHG�DV�D�TXHVWLRQ� ZKHQ�ZRXOG�WKH�
YROXPHV� FRPH� EDFN"� ,I� WKDW� TXHVWLRQ� KDV WR� EH� DQVZHUHG�� IXQGDPHQWDOO\�� WKH�
GRPHVWLF�PDUNHW�� UHDOO\� WKH�VORZGRZQ� LQ� WKH�GRPHVWLF�PDUNHW� LQ�8�6��ZDV�QRW�DV�
VHYHUH��,Q�IDFW��WKH�,QGLDQ�GRPHVWLF�PDUNHW�ZDV�PRUH�VHYHUH�LQ�WHUPV�RI�VORZGRZQ�
WKDQ�WKH�8�6��PDUNHW��7KH�UHDO� LVVXH�IRU�8�6�� LV� WKH�H[SRUW�PDUNHW��ZKHQ�ZLOO� WKH\�
FRPH�EDFN" $QG�RXU�RZQ�XQGHUVWDQGLQJ� LV� LW� LV�JRLQJ� WR�VWDUW� WUHQGLQJ�XS�VORZO\��
4XDUWHU WZR�ZRXOG�VHH�VOLJKWO\�EHWWHU�WKDQ�TXDUWHU�RQH�

%XW� TXDUWHU WKUHH�ZRXOG� VHH� LW�PRUH��%XW�ZKHQ�ZRXOG� LW� UHWXUQ� EDFN� WR� QRUPDO"� ,�
WKLQN�PD\EH�E\�WKH�ODVW�TXDUWHU�RI�WKLV�\HDU�RU�WKH�ILUVW�TXDUWHU�RI�WKH�QH[W�FDOHQGDU�
\HDU� LV�ZKHQ�ZH�EHOLHYH� WKH� WKLQJ�ZRXOG� UHWXUQ� WR�D�QRUPDO�� ,I� \RX� ORRN�DW WZR�RI�
WKHLU� H[SRUW� PDUNHWV�� WKH� ODUJH� H[SRUW� PDUNHWV� DUH� 6RXWKHDVW� $VLD� DQG� 6RXWK�
$PHULFD��6RXWK�$PHULFD�LV�HVSHFLDOO\�JRLQJ�WKURXJK�D�UHDO�GLIILFXOW�WLPH�LQ�WHUPV�RI�
SDQGHPLF�DQG�6RXWKHDVW�$VLD��KRSHIXOO\��ZLOO� UHFRYHU�HDUOLHU� WKDQ�6RXWK�$PHULFD��
:H� H[SHFW� 6RXWK� $PHULFD� DOVR� WR� VZLQJ� EDFN� FORVHU� WR� WKH� ODVW� TXDUWHU� RI� WKLV�
FDOHQGDU�\HDU��ZKLFK�LV�VRPHZKHUH�DURXQG�-DQXDU\��0DUFK�RU�DURXQG�WKDW�WLPH�

0DGKDY�0DUGD� 2ND\��$QG�PD\EH�MXVW�RQH�IROORZ�XS�IURP�P\�VLGH��2Q�WKH�SULFLQJ�VLGH��LQ�RXU�NH\�
PDUNHWV� LQ�8�6��DQG� ,QGLD��FDQ�ZH�VHH�PRUH�SULFLQJ�SUHVVXUH�JRLQJ�DKHDG��JLYHQ�
FDSDFLW\�XWLOL]DWLRQV�DUH�D�ELW� ORZHU� LQ� WKH�JOREDO�VRGD�DVK�PDUNHW"�2U� LW�FRXOG�EH�
PRUH�UHVLOLHQW"

5��0XNXQGDQ� 6HH�� LQ�WKH�TXDUWHU�RQH��LQ�P\�YLHZ�WKH�SULFLQJ�SUHVVXUH�ZDV�WKHUH��EXW�,�WKLQN�WKH�
SULFLQJ�SUHVVXUH�GLG�QRW�WUDQVODWH�LQWR�ZKDW�,�ZRXOG�FDOO�PDUJLQ�SUHVVXUH� EHFDXVH�
WKH�LQSXW�FRVWV�DOVR�FDPH�GRZQ�LQ�WHUPV�RI�HQHUJ\�FRVWV��2QO\�RQH�SODFH�ZKHUH�WKH�
LQSXW�FRVW�GLG�QRW�FRPH�GRZQ�ZDV�0DJDGL�EHFDXVH�WKH\�KDG�FHUWDLQ�RLO�KHGJHV�LQ�
SODFH��$QG� WKRVH�KHGJHV�PHDQW� WKDW� WKH\�FRXOG�QRW� JHW� WKH� EHQHILW RI� WKH� ORZ�RLO�
SULFH�GXULQJ�WKH�ILUVW�TXDUWHU��ZKLFK�WKH\�ZLOO�JHW� LQ�WKH�VHFRQG�TXDUWHU��6R�FOHDUO\��
WKH� UHVW� RI� WKH�XQLWV�ZLOO� JHW� FHUWDLQ�EHQHILW� FRPLQJ� LQ�EHFDXVH�RI� WKH� ORZ�HQHUJ\�
FRVW��ZKLFK�SURWHFWHG� WKHP� LQ� WKH� ILUVW� TXDUWHU� *RLQJ� LQWR� VHFRQG�TXDUWHU�� ,� WKLQN�
HYHQ�LI�WKHUH�LV�D�SULFLQJ�SUHVVXUH��RXU�DVVHVVPHQW�RI�WKH�SULFLQJ�LVVXHV��HVSHFLDOO\�
LQ�6RXWKHDVW�$VLD�� WKH\�SUREDEO\�DUH�UHDFKLQJ�WKH�ERWWRP��=DULU��\RX�PD\�ZDQW� WR�
DGG� H[DFWO\�ZKDW� LV� \RXU� XQGHUVWDQGLQJ� RI�ZKHWKHU� WKH\� DUH� DW� ERWWRP�RU�PD\EH�
DQRWKHU����RU����GRZQ"

=DULU�/DQJUDQD� 6XUH��6R� MXVW�RQFH�DJDLQ�� MXVW�JRLQJ� EDFN� WR�SULFLQJ� IRU� RXU�1RUWK�$PHULFDQ�XQLW��
2QFH�DJDLQ��LW�ZRXOG�EH�XVHIXO�WR�EUHDN�LW�GRZQ�LQWR�GRPHVWLF�DQG�H[SRUW��'RPHVWLF�
LV�SULPDULO\�FRQWUDFWHG DQG�ZH�DUH�VHHLQJ�FXVWRPHUV�KRQRULQJ� WKHLU�FRQWUDFWV��6R�
WKH�SUHVVXUH�RQ�SULFLQJ�LQ�1RUWK�$PHULFD��DW�OHDVW�WLOO�WKH�HQG�RI�WKH�\HDU�LV�OLNHO\�WR�
EH� PLQLPDO� ,Q� WKH� H[SRUW� PDUNHWV�� DV� 0XNXQG� PHQWLRQHG�� \HV�� WKHUH� KDV� EHHQ�
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VRPH�FRQWUDFWLRQ� LQ�SULFLQJ��2XU� YLHZ� LV� WKDW� LQ�6RXWKHDVW�$VLD�� WKLV�KDV�SRVVLEO\�
UHDFKHG�WKH�ERWWRP�DV�IDU DV�&KLQHVH�SULFLQJ�LQWR�WKDW�PDUNHW�LV�FRQFHUQHG��0RVW�RI�
WKH�&KLQHVH�SURGXFHUV�WRGD\��ZH�EHOLHYH� DUH�WU\LQJ�WR�PRYH�SULFLQJ�XS��JLYHQ�WKH�
IDFW�WKDW�WKHLU�PDUJLQV�DQG�WKHLU�FDVK�FRQWULEXWLRQV�DUH�UHDOO\�DW�URFN�ERWWRP�WRGD\��
:H�PLJKW�VHH�D�OLWWOH�PRUH�DJJUHVVLRQ�IURP�WKH�7XUNLVK�SOD\HU�LQ�WKDW�PDUNHW��7KH�
PDUNHW�WRGD\�LV�DW�D�OHYHO�RI�DERXW������WR������&)5� $W�EHVW��ZH�EHOLHYH�LW�PLJKW�
VOLS�GRZQ�DQRWKHU�IHZ�GROODUV�WR�PD\EH�������������%XW�,�WKLQN�WKDW�VKRXOG�EH�WKH�
ERWWRP� RI� WKH� PDUNHW�� $QG� FHUWDLQO\�� QRW� ZLWK� DOO� FXVWRPHUV�� ZLWK� VHOHFWHG� VSRW�
RIIHUV�LQWR�WKDW�PDUNHW��%XW�WKDW�EHLQJ�VDLG��\HV��WKH�H[SRUW�PDUNHWV�ZLOO�FRQWLQXH�WR�
EH�XQGHU�D�ELW�RI�VWUHVV��DW�OHDVW�WLOO�WKH�ILUVW�TXDUWHU�RI�QH[W�\HDU�RU�WKH�ODVW�TXDUWHU�
RI�RXU�ILQDQFLDO�\HDU�

5��0XNXQGDQ� <HV��$QG�WR�IXUWKHU�DGG�WR�ZKDW�=DULU�KDV�VDLG��,�WKLQN�\RX�QHHG�WR�ZDWFK�RXW�IRU�IHZ�
VHFWRUV� LQ�WKLV�� ,� WKLQN�ZDWFK�RXW� IRU�KRZ�WKH�VHFWRUDO�GHPDQG��HVSHFLDOO\� WKH�DXWR�
VHFWRU� DURXQG� WKH� ZRUOG� JHWV� EDFN� LQ� VKDSH�� $V� LW� ERXQFHV� EDFN�� HVSHFLDOO\� WKH�
SDVVHQJHU� YHKLFOH� GHPDQG�FRPHV�EDFN��ZKHWKHU� LW� LV� LQ� VPDOO� RU� ODUJH�YHKLFOH�� LW�
UHDOO\�GRHV�QRW�PDWWHU��)RU�XV��WKH�VPDOO�YHKLFOHV�DUH�PXFK�EHWWHU�EHFDXVH�\RX�VHOO�
PRUH�JODVV�SHU�GROODU�YDOXH�RI�WKH�FDU��,�WKLQN�WKH�PDUNHW�GHPDQG�GLUHFWLRQ�ZLOO�EH�
RXWOLQHG� E\� WKDW� YHU\� VSHFLILF� VHJPHQW� 7KH� LVVXH� LV� IXQGDPHQWDOO\� JRLQJ� WR� EH�
GULYHQ� E\� WKDW�� $QG� WKDW� ZLOO� EH� GULYHQ� E\� KRZ� ZHOO� WKH� SDQGHPLF� KDV� EHHQ�
FRQWUROOHG�� 6R� RXU� YLHZ� VWLOO� LV� WKDW� 6RXWKHDVW� $VLD�� LW� KDV� EHHQ� FRQWUROOHG� EHWWHU��
6RXWK�$PHULFD�LV�VWLOO�QRW�FOHDU��,�WKLQN�WKH\�DUH�XQGHU�GHHSHU�SUHVVXUH�QRZ��7KH\�
ZLOO�SUREDEO\�WDNH�DQRWKHU IRXU� WR VL[�PRQWKV�WR�JHW� LW�XQGHUZD\��ZKLFK� LV�ZK\�ZH�
DUH�VD\LQJ�E\�WKH�IRXUWK�TXDUWHU�RI�WKLV�\HDU�WKH\�FRXOG�VHH�EHWWHU�WXUQ�RI�OLJKW��7KLV�
LV�XQGHU�WKH�DVVXPSWLRQ�WKDW�,QGLD�FRQWLQXHV�WR�GR�D�JRRG�MRE� ,I�ZH�WDNH�WKH�WXUQ�
IRU�ZRUVH��,�WKLQN�ZH�DUH�WKHQ�IRU�D�ELW�RI�D�UXGH VKRFN�

0RGHUDWRU� :H�WDNH�WKH�QH[W�TXHVWLRQ�IURP�WKH�OLQH�RI�$EKLMLW�$NHOOD�IURP�,,)/�

$EKLMLW�$NHOOD� 6LU�� MXVW�D�FRXSOH�RI�TXHVWLRQV� IURP�P\�VLGH��2QH� LV� MXVW�D� IROORZ�XS�RQ� WKH�1RUWK�
$PHULFDQ� PDUNHW�� +RZ� PXFK� RI� WKH� GHFOLQH� LQ� YROXPH� LQ� �4� ZDV� EHFDXVH� RI�
ORJLVWLFV� DQG� E\� SODQW� FORVXUHV� MXVW� EHFDXVH� RI� RSHUDWLRQDO� RU� UDWKHU� ORFNGRZQ�
LVVXHV� LQ� WKH� H[SRUW� PDUNHWV� IRU� 1RUWK� $PHULFD"� 9HUVXV� KRZ� PXFK� RI� LW� ZDV�
EHFDXVH� RI� MXVW� ZHDNQHVV� LQ� HQG�XVHU� GHPDQG"� $QG� WKHUHIRUH�� ZKDW� NLQG� RI�
UHFRYHU\�FRXOG�ZH�SRVVLEO\�H[SHFW�LQ��4"

$QG� WKHQ�FRUROODU\� WR� WKDW�� MXVW�RQ� WKH�(%,7'$�SHU� WRQQH�� ,�NQRZ�WKDW� WKLV�TXDUWHU�
WKHUH�ZHUH�VRPH�XQDEVRUEHG�IL[HG�FRVW��EXW�ZKDW�ZRXOG�EH�D�PRUH�QRUPDOL]HG�NLQG�
RI�QXPEHU�ORRNLQJ�DKHDG�IURP��4�RQZDUGV"

5��0XNXQGDQ� 6R� LQ� WHUPV�RI� WKH�8�6��H[SRUWV�� WKHUH�ZHUH�QR�SRUW�FORVXUHV� LQ�8�6�� LWVHOI��$QG� LI�
\RX� UHDOO\� ORRN� DW� ZKHUH� WKHUH� DUH� SRUW� FORVXUHV� LQ� 6RXWKHDVW� $VLD�� WKHUH� ZHUH�
VRPH��EXW�,�WKLQN�WKH\�DUH�QRW�WKH�PDLQ�GULYHU�RI�WKLV��$QG�VR�,�ZRXOG�MXVW�VLPSO\�VD\�
WKDW�DV�IDU�DV�WKH�8�6��PDUNHW�PRYHPHQW�LV�FRQFHUQHG��LW�LV�SULPDULO\�GULYHQ�E\�WKH�
GHPDQG�DW�WKH�FXVWRPHU�HQG��EXW�WKLV�LV�QRW�UHODWHG�WR�DQ\�SRUW�UHODWHG� LVVXH� 7KH�
SRUW�UHODWHG� LVVXHV�PRVWO\�ZHUH�FRQFHQWUDWHG�RQO\� LQ�RQH�RI�RXU�XQLWV��ZKLFK� LV� LQ�
.HQ\D� ZKHUH�0RPEDVD�KDG�VRPH�LVVXHV�ZKHQ�WKH\�ZHUH�WU\LQJ�WR�H[SRUW��EXW�WKDW�
LV�DOVR�EHKLQG�WKHP��6R�UHDOO\��WKHVH�ZHUH�QRW�RSHUDWLRQDO�KLFFXSV�DW�DOO� %XON�RI�LW��
DQG�,�ZRXOG�VD\����������RI WKLV�LV�MXVW�WKH�VKHHU�GHPDQG�QRW�EHLQJ�WKHUH��=DULU��
GR�\RX�ZDQW�WR�DGG"

=DULU�/DQJUDQD� $EVROXWHO\�FRUUHFW��,�WKLQN�SRUW�FORVXUHV�LQ�VRPH�PDUNHWV�LQ�6RXWKHDVW�$VLD��PD\EH�
LQ�WKH�ILUVW�KDOI�RI�$SULO��EXW� LQVLJQLILFDQW�� ,� WKLQN�PRVW�RI� WKH�SRUWV�DUH�QRZ�RSHQHG�
XS��,W
V�UHDOO\�SLSHOLQH�VWRFNV�DQG�ODFN�RI�GHPDQG�IURP�HQG�XVHUV��$QG�SULPDULO\� LQ�
WKH�H[SRUW�PDUNHW� WKDW� WUDQVODWHV� LQWR� ODFN�RI�GHPDQG� IURP� IORDW�JODVV�SURGXFHUV��



3DJH�� RI���

7KH� RWKHUV� DUH� VORZO\� FRPLQJ� EDFN� LQ� OLQH�� EXW� WKH� SDWK� WR� UHFRYHU\� IRU� WKH� IORDW�
PDQXIDFWXUHUV�LQ�WKH�NH\�H[SRUW�PDUNHWV�LV�OLNHO\�WR�WDNH�ORQJHU��:H�DUH�VHHLQJ�YHU\�
HQFRXUDJLQJ�VLJQV�RXW�RI�&KLQD�LQ�WHUPV�RI�ERWK�YHKLFOH�DQG�LQIUDVWUXFWXUH�GHPDQG��
$QG�PD\EH�ZH�VHH�VRPH�VSLOORYHU�RI�WKDW�LQWR�WKH�6RXWKHDVW�$VLDQ�PDUNHWV�DV�ZHOO�
%XW� LW� LV�D�ZDLW�DQG�ZDWFK�VLWXDWLRQ��4���DV�0XNXQG�PHQWLRQHG��ZLOO�EH�PDUJLQDOO\�
EHWWHU� WKDQ� 4��� 4�� PLJKW� VHH� D� IXUWKHU� XSWLFN�� EXW� UHDOO\� WR� VHH� DQ\� VLJQLILFDQW�
PRYHPHQW�ZH�PLJKW�KDYH�WR�ZDLW�WLOO�4��

5��0XNXQGDQ� <HV��$QG�,�WKLQN�MXVW�WR�DGG�D�FRORU��,�WKLQN�LI \RX�ORRN�DW�WKH�VHJPHQW�RI�FRQWDLQHU�
JODVV��IODW�JODVV�DQG�GHWHUJHQWV�DQG�RWKHU�FKHPLFDOV��LI�\RX�SXW�LW�WKHUH��GHWHUJHQWV�
DQG�RWKHU�FKHPLFDOV��,�WKLQN�ZH�FRQWLQXH�WR�VHH�VWHDG\�GHPDQG��$V�IDU�DV�FRQWDLQHU�
JODVV�LV�FRQFHUQHG��WKHUH�ZDV�D�ELW�RI�D�GLS�DQG�WKHQ�LW�SLFNHG�XS��LQ�IDFW��LW�PRYHG�
XS�EH\RQG�WKH�FXUUHQW�\HDU�LQ�PRVW�PDUNHWV��H[FHSW�,QGLD��$QG�,�ZLOO FRPH�WR�,QGLD��
ZK\�,QGLD�EHKDYHG�GLIIHUHQWO\��$URXQG�WKH�ZRUOG��WKH�LQ�KRXVH�FRQVXPSWLRQ�RI�EHHU�
DQG� OLTXRU�DFWXDOO\� LQFUHDVHG��ZKLFK�PHDQW� WKDW�SHRSOH�ZHUH�EX\LQJ�PRUH�ERWWOHV��
7KH� GHPDQG� IRU� ERWWOHV� GLG� JR� XS�� :KHUHDV� LQ� ,QGLD�� ,� WKLQN� WKH� HQWLUH� OLTXRU�
FRQVXPSWLRQ�KDG�EHHQ�VKXW�GRZQ��VR� WKDW�VHFWRU�VXIIHUHG�RQO\� LQ� ,QGLD��FRQWDLQHU�
JODVV�VHFWRU� &RQWDLQHU�JODVV�DOVR�IHHGV�LQ�LQWR�SKDUPDFHXWLFDO�JODVV��,�WKLQN�WKRVH�
VHFWRUV�DUH�VHHLQJ�JRRG�GHPDQG�VWUHQJWK�

6R�WKDW� OHDYHV�XV�ZLWK�IODW�JODVV�DQG�IODW�JODVV�IXQGDPHQWDOO\� LV�GULYHQ�RII� LQ� ODUJH�
QXPEHUV�E\�DXWR�VHFWRU�LQ�6RXWKHDVW�$VLD��$QG�LQ�/DWLQ�$PHULFD��LW�LV�GULYHQ�RII�WKH�
KRXVLQJ� VWDUWV� DQG� KRXVLQJ� FRQVWUXFWLRQV� $QG� DV� IDU� DV� RXU� XQGHUVWDQGLQJ� LV�
FRQFHUQHG�� WKLV� LV� JRLQJ� WR� EH� FOHDUO\� D� GLUHFWLRQ�ZKLFK�ZH�QHHG� WR� JHW� IURP�RXU�
FXVWRPHUV��$XWR�VHFWRU�FXVWRPHUV�EHOLHYH�WKDW�SHUVRQDO�WUDQVSRUWDWLRQ�ZLOO�UHFHLYH�
D�ERRVW� EXW�WKDW�LV�RQO\�DQ�H[SHFWDWLRQ��ZH�GRQ
W�NQRZ�IRU�UHDO��6R�DV�WKH�IORDW�JODVV�
GHPDQG� FRPHV�EDFN�� \RX� FRXOG� WKHQ� VWDUW� WR� SUHGLFW� WKH� VRGD� DVK�GHPDQG��7KH�
JRRG� QHZV� LV� 6RXWKHDVW� $VLD� DQG� 6RXWK� $PHULFD� GRQ
W� KDYH� DQ\� GRPHVWLF�
SURGXFWLRQ� RI� VRGD�DVK�� LW LV� DOO� LQWHUQDWLRQDO� VXSSOLHUV�ZKR�DUH� WKHUH�� $QG� LI� WKDW�
GHPDQG�FRPHV�EDFN��HYHU\ERG\�ZLOO�KDYH�URRP�WR�SOD\�� ,I� WKH�GHPDQG� LV�VORZ� WR�
FRPH�EDFN�EH\RQG�� OHW�XV�VD\��IRXUWK�TXDUWHU�RI�WKLV�\HDU��WKHQ�,�WKLQN�ZH�QHHG�WR�
WKHQ�ORRN�DW�ZKDW�DUH�WKH�DYHQXHV�WR�VKLIW�WKH�PDUNHWLQJ�SODFH�

6R�,�WKLQN WKLV�LV�D� OHW
V�VD\��VKRUW�WHUP�LVVXH�ZKLFK�ZH�DUH�FRQFHUQHG�ZLWK��$V�IDU�
DV�WKH�PHGLXP�WHUP�LV�FRQFHUQHG��WKH�7DWD�&KHPLFDOV��LQ�WHUPV�RI�H[SRVXUH�WR�IODW�
JODVV� VHFWRU�� RXU� H[SRVXUH� LV� OHVV� WKDQ� WKH� LQGXVWU\�� ,Q� ,QGLD�� LW� LV� OHVV� WKDQ� WKH�
LQGXVWU\�� ,QWHUQDWLRQDOO\�� DOVR�� LW� LV� OHVV� WKDQ� WKH� LQGXVWU\�� ,Q� IDFW�� LQ� 8�.�� DQG� LQ�
.HQ\D ZH�DUH�QRW�H[SRVHG�WR�IODW�JODVV��$QG�ZKDW�ZH�DUH WU\LQJ�WR�GR��HVSHFLDOO\�LQ�
,QGLD�LQ�WKH�VKRUW�WHUP��LV�WR�DOVR�VZLWFK�RXU�SURGXFWLRQ�DQG�SURGXFW�PL[�DZD\�IURP�
WKH�VHFWRUV ZKLFK�DUH� YXOQHUDEOH� ,Q�8�6��� LW�ZLOO� WDNH�D�ELW� ORQJHU� WLPH��%XW� WKHUH��
DJDLQ��WKH�SODQV�DUH�DIRRW�WR�VRUW�RI�PDNH�VXUH�WKDW�PDUNHW�PL[�ZKLFK�FKDQJHV�RYHU�
D�SHULRG�RI�WLPH��6R�RXU�PHGLXP�WHUP�DWWHPSW�LV�JRLQJ�WR�EH�IXQGDPHQWDOO\�VZLWFK�
WKH� SURGXFW� PL[� WR� WKH� PRUH� UHVLOLHQW� VHFWRUV� DQG� FRQWLQXH� WR� IRFXV� RQ� WKHP��
7KHUH
V�KDUGO\�DQ\�UHDOL]DWLRQ�GLIIHUHQFH�EHWZHHQ�DOO�WKH�VHFWRUV��VR�LW LV�UHDOO\�ZKR�
LV�VHUYLQJ�ZKLFK�VHFWRU�DQG�WKDW�FUHDWHV�DQ�LPSDFW�RQ�WKH�3	/�DQG�ERWWRP�OLQH�

$EKLMLW�$NHOOD� 7KDQN�\RX� 7KDW
V�UHDOO\�KHOSIXO��$QG�WKHQ�P\�VHFRQG�TXHVWLRQ�ZDV�MXVW�ZLWK�UHJDUG�
WR�WKH�&$3(; SODQV�IRU�WKLV�\HDU��<RX�WDONHG�DERXW�GLDOLQJ�GRZQ�\RXU�LQYHVWPHQWV�
LQ� VHFWRUV� WKDW� DUH� QRW� VHHLQJ� YHU\� FOHDU� GHPDQG� JRLQJ� IRUZDUG�� 6R� RQ� D�
FRQVROLGDWHG� EDVLV�� ZKDW� NLQG� RI� &$3(; VKRXOG� ZH� H[SHFW� IRU� ILVFDO� ����"� $QG�
WKHQ� LQ�FDVH LW� \LHOGV�DQ\�VXUSOXV�FDVK��ZRXOG�\RX�SUHIHU� WR�XVH� WKDW�FDVK� WR�SD\�
GRZQ�GHEW RU�DUH�WKHUH�DQ\�RWKHU�SODQV�LQ�PLQG" 7KDQN�\RX�VR�PXFK�

5��0XNXQGDQ� 6R�FOHDUO\�� LI�\RX� ORRN�DW� WKH�RQH�ZKLFK�ZH�KDYH�GLDOHG�GRZQ��HYHQ�DV�ZH�VSHDN��
DQG� ,� WKLQN� LW¶V SDUW� RI� WKH� VWUDWHJ\� LV� WKH� VWRUDJH�EDWWHU\� EXVLQHVV��%HFDXVH�ZH�



3DJH�� RI���

WKLQN�ZH�ZLOO� VHH� GHPDQG� UREXVWQHVV�� QRW� IURP� WKH�PRELOLW\� VROXWLRQ� LQ� WKH� VKRUW�
WHUP�DW�OHDVW�ZKHQ�,�VD\����WR����WR����PRQWKV� EHFDXVH�WKH�YHKLFOH�FRPSDQLHV�ZLOO�
EH�XQGHU�VHULRXV�VWUHVV�LQ�WHUPV�RI�SXWWLQJ�RXW�QHZ��ZKDW�,�FDOO� QHZ�YHKLFOHV�LQ�WKH�
PDUNHW�EHFDXVH�WKH\�ZLOO�WHQG�WR�GHSHQG�RQ�ZKDW�LV�DOUHDG\�RQ�WKH�GUDZLQJ�ERDUG�
QRW� WR� GR� VRPHWKLQJ QHZ� $QG� ,� WKLQN� WKH� JRYHUQPHQW� VXSSRUW� LQ� WHUPV� RI�
HOHFWULILFDWLRQ� DOVR� ZLOO� EH� XQGHU� SUHVVXUH� EHFDXVH� WKHUH� ZRXOG� EH� ILQDQFLDO�
SUHVVXUHV�LQ�WHUPV�RI�JLYLQJ�ILVFDO�EHQHILWV�IRU�ERRVWLQJ�WKH�GRPHVWLF�(9�VKLIW�LQ�WKH�
VKRUW�WHUP�

,Q�WKH�ORQJ�WHUP��WKDW�VWLOO�LV�D�YHUWLFDO�ZKLFK�ZH�PXVW�SOD\�LQ��$OVR�LQ�WKH�VKRUW�WHUP��
,� WKLQN�WKH�VROXWLRQV�IRU�(QHUJ\�6FLHQFH ZLOO�VZLWFK�WR�VWDWLRQDU\�VROXWLRQV��$QG�IRU�
WKDW��ZH�GRQ
W�QHHG�WR�DFWXDOO\�LQYHVW�LQ�D�IDFWRU\��WKHUH�LV�HQRXJK�VXUSOXV�FDSDFLW\�
DURXQG�WKH�ZRUOG��ZH�FDQ�DVVHPEOH�DQG�JLYH�VROXWLRQV�WR�RXU�FXVWRPHUV� 6R�ZH�DUH�
HQJDJLQJ�ZLWK�FXVWRPHUV��EXW� WKDW�QHFHVVDULO\�QHHG�QRW�PHDQ�D� IDFWRU\�EXLOG�RXW�
EHFDXVH� WKHUH� DUH� VROXWLRQV� DYDLODEOH� ZKLFK� DUH� DYDLODEOH� IURP� WKH� FXUUHQW�
PDQXIDFWXUHUV� DURXQG� WKH� ZRUOG�� ZKLFK� ZH FDQ� DVVHPEOH� DQG� VKLS� DQ\� RUGHUV�
ZKLFK� PD\� ZLQ�� $QG� VR� ZH� KDYH� GLDOHG� GRZQ� FRPSOHWHO\� WKH� (QHUJ\� 6FLHQFH
EXVLQHVV� WKDW�LV�D�IDFW��ZKLFK�,�DOVR�KLJKOLJKWHG�LQ�P\�RSHQLQJ�UHPDUNV�

$V�IDU�DV�WKH�$JUR�6FLHQFH�LV�FRQFHUQHG��WKHUH�LV�QR�FKDQJH�LQ�RXU�SODQ��,Q IDFW��ZH�
DUH�DFFHOHUDWLQJ�VRPH�RI�WKH�VWDUWXSV��:H�DUH�WDNLQJ�DGGLWLRQDO�FDSLWDO�VSHQG�WKHUH�
WR�SXVK�WKH�SURGXFWLRQ�RI�ERWK�RXU�IRUPXODWLRQ�DQG�RXU�WHFKQLFDO�SURGXFWV��$QG�WKLV�
LV�KDSSHQLQJ�LQ�'DKHM�DV�ZHOO�DV�LQ�$QNOHVKZDU��ERWK�SODQWV�DUH�EHLQJ�SXVKHG�XS�WR�
JLYH� WKH� VROXWLRQ� $OVR�� LI� \RX� ORRN� DW� RXU� 1XWUDFHXWLFDO� DQG� RXU� VLOLFD� SODQW�� ,�
PHQWLRQHG�DV�IDU�DV�WKH�1XWUDFHXWLFDO�LV�FRQFHUQHG��RXU�IDFWRU\�FDQ�H[SDQG��[�WKH�
FXUUHQW� VL]H�� $QG� ZH� DUH� VHHLQJ� D� YHU\� JRRG� FXVWRPHU� GHPDQG�� VR�ZH� KRSH� WR�
FRPH� EDFN� DQG� FRQWLQXH� WR� UHSRUW� VWURQJ� QXPEHUV� WKHUH�� $QG� KRSHIXOO\�� E\� WKH�
\HDU�HQG \RX�ZRXOG�VHH�WKHQ�WKH�JURZWK�LQ�WKDW�VHFWRU�LV�KDSSHQLQJ�

$V�IDU�DV�WKH�VLOLFD�LV�FRQFHUQHG��RXU�VROXWLRQV�WR�WLUH� LQGXVWU\�ZDV�FRQVWUDLQHG�E\�
WKH� FXUUHQW� FDSDFLW\� DQG�DOVR� WKH� ODQG ZKLFK�ZDV� DYDLODEOH� IRU� H[SDQVLRQ��ZKLFK�
7DPLO�1DGX�JRYHUQPHQW�KDV�DOORWWHG�DGGLWLRQDO�ODQG�WR�XV�RQO\��,�WKLQN��ODVW�PRQWK��
HYHQ�GXULQJ�WKH�SDQGHPLF��6R�ZH�DUH�JRLQJ�WR�JR�DKHDG�ZLWK�LQYHVWLQJ�LQ�WKDW� $V�
IDU� DV� WKH� VDOW� LV� FRQFHUQHG� LQ�0LWKDSXU� LWVHOI� DV�ZHOO� DV� LQ�8�.��� WKH� LQYHVWPHQW�
VKLIW�WR�ELFDUE�DQG�VDOW�LQ�8�.��FRQWLQXHV�DV�SODQQHG��$V�IDU�DV�,QGLD�LV�FRQFHUQHG��
WKH� H[SDQVLRQ� RI� VDOW� IURP ��PLOOLRQ� WRQQH� WR� ����PLOOLRQ� WRQQH�� LQ� IDFW�� LV� JHWWLQJ�
DFFHOHUDWHG��7KHUH�LV�D�VORZLQJ�GRZQ�LQ�WHUPV�RI�VRPH�RI�WKH�LQYHVWPHQWV�ZH�ZHUH�
PDNLQJ�� HVSHFLDOO\� LQ� WHUPV� RI� WKH� FDSLWDO� VSHQGV� LQ� 8�6�� DV� ZHOO� DV� LQ� ,QGLD��
HVSHFLDOO\�ZLWK�UHVSHFW�WR�VRPH�RI�WKH�FRPPRGLWL]HG�FKHPLFDOV��%XW�WKDW�VORZGRZQ�
DOVR�LV�QRW�YHU\�GUDPDWLF�WR�ZULWH�DERXW��EXW�LW
V�MXVW�H[WHQVLRQ�RI�WKH�SKDVH�

6R�,�WKLQN�LQ�WHUPV�RI�&$3(; VSHQG��LW�LV�QRW�JRLQJ�WR�EH�VXFK�D�VKDUS�GLS��EXW�LW
V�
JRLQJ�WR�EH�D�VOLJKW�GLS��-RKQ��GR�\RX�ZDQW�WR�DGG�VRPH�QXPEHU�WR�WKLV" $W�OHDVW�LQ�
WKH�ILUVW�TXDUWHU��\RX�KDYH�VHHQ�D�GLS��,�WKLQN�WKDW�VKLIW�ZLOO�FRQWLQXH�HYHQ�GXULQJ�WKH�
QH[W�FRXSOH�RI�TXDUWHUV�

7KH� ELJ� LVVXH�� OHW� PH� MXVW� KLJKOLJKW�� LV� QRW� FRPLQJ� IURP� RXU� LQWHQW� WR� JURZ�� LW� LV�
DFWXDOO\�FRPLQJ� IURP�FRQVWUDLQWV� LQ� WHUPV�RI�SURMHFW�H[HFXWLRQ��ZH�DUH�QRW�DEOH� WR�
JHW�WKH�HTXLSPHQW�RQ�WLPH��ZH�DUH�QRW�DEOH�WR�JHW WKH�ZRUNIRUFH�RQ�WLPH��ZKLFK�LV�
OHDGLQJ� WR� GHOD\�� ZKLFK� LV� OHDGLQJ� WR� SULRULWL]DWLRQ� RI� ZKDW� ZH� SXW� XS�� 6R� LQ� WKH�
RUGHU� RI� SULRULW\�� DQ\WKLQJ� ZKLFK� JRHV� WR� 1XWULWLRQ� DQG� $JULFXOWXUH� VHFWRU� ZLOO� JHW�
IDVWHU� DWWHQWLRQ� IURP� XV�� WKH� UHVW� RI� WKH� VHFWRUV� ZLOO� EH� UHSULRULWL]HG�� $QG� WKH�
FRQVWUDLQW�LV�QRW�FDVK��WKH�FRQVWUDLQW�LV�QRW�WKH�VWUDWHJLF�LQWHQW�EHFDXVH�RXU�VWUDWHJ\�
LV� YHU\�ZHOO� FUDIWHG� LQ� WHUPV�RI� GHOLYHU\� WR�PDUNHW��%XW� RXU� LVVXH� LV�PRUH� FRPLQJ�
IURP� WKH� ZRUNIRUFH� DQG� DYDLODELOLW\� RI� SURMHFW� WHDPV� WR� H[HFXWH� WKHVH� 6R� WKDW
V�
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ZKHUH�WKH�SULRULWL]DWLRQ�LV�KDSSHQLQJ��6R�ZH�FRXOG�VHH�D�VKRUWIDOO�E\�5V� ����FURUH
WR�5V� ����RGG�FURUH IURP�RXU�QRUPDO�VSHQG��%XW�,�GRQ
W�VHH�D�GUDPDWLF�GLS�EHORZ�
WKDW��-RKQ��RYHU�WR�\RX�

-RKQ�0XOKDOO� 7KDQNV��0XNXQG��<HV�� ,�ZRXOG DJUHH�ZLWK� WKDW��:H�SUREDEO\� FRXOG�HQG�XS�EHLQJ�
DERXW���� WR ����GRZQ�RQ� ODVW� \HDU
V� VSHQGLQJ��%XW�ZKHQ� LW� FRPHV� WR LPSRUWDQW�
VWUDWHJLF� LQYHVWPHQWV� OLNH� LQ�5DOOLV�� ZKHUH� WKH\� GR� VRPH� GHYHORSPHQW� H[SDQVLRQ�
ZRUN� RU� LQ� WKH� 8�.�� ZKHUH� ZH� DUH EXLOGLQJ� RXW� WKH� FDUERQ� FDSWXUH IDFLOLW\� DQG�
VSHQGLQJ� VRPH� PRUH� PRQH\� RQ� GHYHORSLQJ� ELFDUE� IDFLOLW\�� ZH ZLOO� FRQWLQXH�
VSHQGLQJ� PRQH\� LQ� WKHVH� DUHDV� EHFDXVH� WKHVH� DUH� PDUJLQ DFFUHWLYH� VWUDWHJLF�
LQYHVWPHQWV��%XW�ZKHUH�WKH�UHWXUQ�LV��LW�FRXOG�SRWHQWLDOO\�EH�XQFHUWDLQ�RU�ZH�DUH MXVW�
QRW� VXUH� ZKDW
V� JRLQJ� WR� KDSSHQ� LQ� WKH� QH[W RQH� RU WZR� \HDUV�� WKHQ� ZH� ZLOO� GLDO�
EDFN��$W�WKLV�VWDJH� WRGD\��,�ZRXOG�SUREDEO\�VD\�ZH�DUH DERXW����WR�����GRZQ�RQ�
ODVW�\HDU��%XW�WKDW�PLJKW�FKDQJH�D�OLWWOH�ELW�

5��0XNXQGDQ� <HV��$OVR��ZKHQ� \RXU�TXHVWLRQ DERXW� GHEW� UHGXFWLRQ�� ,� WKLQN�DOORZ�XV� WLPH� WLOO� WKH�
VHFRQG�TXDUWHU�WR�FRPH�EDFN�WR�\RX��7KHUH�LV�GHILQLWHO\�ZRUN�JRLQJ�RQ DQG�,�WKLQN�
ZH�GR�WKLQN�LW
V�RQH�RI�WKH�WKLQJV�ZH�PXVW�GR�JRLQJ�IRUZDUG��6R�ZH�ZLOO�JHW�WKDW�DOVR�
DV�D�SODQ�DQG�SUHVHQW�EDFN�WR�\RX� 5LJKW�QRZ�,�GRQ
W�ZDQW� WR�FRPPHQW�ZKHUH�WKH�
ZRUN�LV�JRLQJ�WR�UHYLHZ�H[DFWO\�KRZ�ZH�QHHG�WR�PRYH�LQ�WKDW�GLUHFWLRQ��%XW�ZH�DUH�
FOHDUO\� IRFXVHG� WR� WDNH� HYHQ� WKH� LQWHUQDWLRQDO� GHEW� RXW� VR� WKDW� ZH� EHFRPH� DV�
SUXGHQW� LQ� WHUPV� RI� GHEW� RYHUKDQJ� LQ� WKH� FRPSDQ\� HYHQ� LQWHUQDWLRQDOO\�� (YHQ�
WKRXJK�GRPHVWLF� EXVLQHVV� LV� LQ� JRRG� VKDSH�� EXW�ZH� DUH� DOVR� WU\LQJ� WR�PRYH� WKDW�
DOVR�RXW�LQ�WKH�VDPH�GLUHFWLRQ�

0RGHUDWRU� :H�WDNH�WKH�QH[W�TXHVWLRQ�IURP�WKH�OLQH�RI�7DUDQJ�$JUDZDO�IURP�2OG�%ULGJH�&DSLWDO�

7DUDQJ�$JUDZDO� 0\�TXHVWLRQ�LV�ZLWK�UHVSHFW�WR�\RXU�LQWHUQDWLRQDO�VRGD�DVK�EXVLQHVV��,Q�D�PHGLXP�
WHUP�EDVLV��ZKDW�LV�WKH�UHWXUQ�RQ�FDSLWDO�HPSOR\HG�WKDW�WKH�PDQDJHPHQW�HQYLVDJHV�
WR�DFKLHYH�RQ�LWV�LQWHUQDWLRQDO�VRGD�DVK RSV��WKDW�LV�8�6���8�.��DQG�0DJDGL"� $QG�
WKH� VHFRQG� LV� ZKDW� DUH� WKH� OHYHUV� LQ� WKH� FXUUHQW� EXVLQHVV� WR� PRYH� LW� WR� WKRVH�
OHYHOV"

5��0XNXQGDQ� 6HH�� ,� WKLQN� LI� \RX� ORRN�DW�52&( W\SLFDO�FDOFXODWLRQV�� ,� WKLQN� LQ� WHUPV�RI�8�.��DQG�
0DJDGL��WKH�FDSLWDO�WKHUH��EURDGO\�LI�\RX�ORRN�DW�WKH�ERRNV��LW�LV�KDUGO\�PLQRU�FDSLWDO��
LW
V�EHHQ�PRVWO\�ZULWWHQ�GRZQ��6R� DQ\�SURILWV�ZH�PDNH�WKHUH�LV�JRLQJ�WR�\LHOG�JRRG�
UHWXUQV�� LW�ZLOO� LQ�XSZDUGV�RI�����WR�����UHWXUQ�� ,� WKLQN�-RKQ�FDQ�VKDUH� WKH�PRUH�
DFFXUDWH�ILJXUHV�ZLWK�\RX�

$V�IDU�DV�WKH�8�6��LV�FRQFHUQHG��WKHUH��WKH�UHWXUQ�RQ�FDSLWDO�HPSOR\HG�LQ�WKH�GROODU�
WHUPV� LV�EHWZHHQ���� WR���� EURDGO\��$QG� ,� WKLQN�DV�ZH�PRYH� WKH�SURGXFW�PL[� WR�
YDOXH�DGGHG� SURGXFWV�� ZH� ZDQW� WR� WDNH� LW� DW� OHDVW� WR� FHUWDLQ� GHFHQW� GRXEOH�GLJLW�
ILJXUHV�� ,� WKLQN�WKDW
V� WKH�SODQ� 5LJKW�QRZ�ZH�GRQ
W�ZDQW�WR�PDNH�DQ\�FRPPHQW�RQ�
H[DFWO\� ZKHUH� ZH� ODQG� WKH� 8�6�� EXVLQHVV� ZLWK� WKH� YDOXH�DGGHG� SURGXFW� PRYH��
ZKLFK�ZH�ZDQW�WR�PDNH��6R�ZH�ZLOO�FRPH�EDFN�WR�\RX�ZLWK�VSHFLILFV�DV�DQG�ZKHQ�
WKRVH�SODQV� DUH� FOHDUHG��%XW� FOHDUO\�� RXU� DSSURDFK� WR�8�6�� LV� WR�PRYH� WKDW� HQWLUH�
EXVLQHVV�WR�PRUH�YDOXH�DGGHG�SURGXFWV�

0RGHUDWRU� :H�WDNH�WKH�QH[W�TXHVWLRQ�IURP�WKH�OLQH�RI�6XPDQW�.XPDU�IURP�0RWLODO�2VZDO�

6XPDQW�.XPDU� 0\�TXHVWLRQ� LV� UHJDUGLQJ�8�6�� EXVLQHVV��6R�ZH�KDYH� VHHQ� WKH� WUHQG� RI� TXDUWHUO\�
WRWDO�H[SHQGLWXUH�RI�5V� ����FURUH�WR�5V� ����FURUH��6R�FDQ�\RX�TXDQWLI\�ZKDW�LV�WKH�
IL[HG�DQG�YDULDEOH�PL[�WKH�QHW�RI�5V� ����FURUH�WR�5V� ����FURUH�SHU�TXDUWHU"



3DJH��� RI���

-RKQ�0XOKDOO� :KDW�,�VDLG�DW�WKH�VWDUW� LV�WKDW�LW
V�D�IDLUO\�KLJK�IL[HG�FRVW�EXVLQHVV��IRU�YHU\�VLPSOH�
UHDVRQV�� ,W
V�DQ�H[WUDFWLYH SURFHVV�ZKHUH�ZH�EDVLFDOO\� EX\� WKH� ULJKWV� WR�PLQH� WKH�
DUHD��$QG�WKHQ�WKHUH�LV QR�UHDO�LQSXW�FRVW�RWKHU�WKDQ�WKH�JDV DQG�FRDO��6R�WKH�UHVW�
RI� WKH�FRVW� LV�JRLQJ� WR�EH� IDLUO\� IL[HG� ODERU� LI� \RX� OLNH��GHSUHFLDWLRQ�� VRPH�RI� WKH�
SURGXFWLRQ� FRQVXPDEOHV�� PDLQWHQDQFH� H[SHQGLWXUH�� 7KDW
V� WKH� WKLQJ� WKDW
V�
JHQHUDOO\� RSHQ� WR� EH� IL[HG� ,I� ,� KDG� WR� SXW� LW� GRZQ�� ,� ZRXOG SUREDEO\� VD\� WKDW� LW
V�
YDULDEOH��EXW�WKDW�FRXOG�FKDQJH�

6XPDQW�.XPDU� $Q\�EURDGHU�UDQJH�RI�IL[HG�DQG�YDULDEOH�FRVW�PL[��LQ�EURDGHU�UDQJH"

5��0XNXQGDQ� -RKQ��OHW�PH�LQWHUYHQH��,�WKLQN�,�KDG�DOUHDG\�LQGLFDWHG�ZKHQ�WKH�ILUVW�TXHVWLRQ�FDPH��
WKDW�EURDGO\�LW�VKRXOG�EH�DURXQG�����FRQWULEXWLRQ�EXVLQHVV��EURDGO\��JLYH�RU�WDNH ��
SHUFHQWDJH�KHUH RU�WKHUH��$QG�,�WKLQN�WKH�UHDVRQ�,�DP VD\LQJ�EURDGO\�LV��WKH�TXDUWHU�
RQH��DQ\�SUHVVXUH�RQ�SULFH�ZDV�WDNHQ�RXW�E\�WKH�UHGXFWLRQ�LQ�WKH�HQHUJ\�FRVW�DQG�
RWKHU� FRVW�� YDULDEOH� FRVW�� ZKLFK� KHOG� WKDW� SHUFHQWDJH� XS� 6R� LI� \RX� WDNH� ����
EURDGO\��,�WKLQN�WKDW�ZRXOG�JLYH�\RX�DQ�LQGLFDWRU�RI�ZKDW�WKH�FRQWULEXWLRQ�QXPEHU�LV��
7KHQ� SRVW� WKDW� LV� DOO� IL[HG�� VR� WKDW� VKRXOG� KHOS� \RX� EHWZHHQ� (%,7'$� DQG�
FRQWULEXWLRQ \RX�ZRXOG�ILQG�PRUH�RU�OHVV� LW�LV�HLWKHU�VHPL�YDULDEOH�RU�IL[HG�

:H�FDQ
W� DGG� FRORU� EH\RQG� WKLV� EHFDXVH�TXDUWHU�RQ�TXDUWHU� WKLV� ����PD\�PRYH�
EHFDXVH�RI�SURGXFW�PL[��,I�WKHUH�LV D�KLJKHU�H[SRUW�EXVLQHVV�WKHQ�WKLV�PD\�VKULQN��LI�
WKHUH� LV D� KLJKHU� GRPHVWLF� SHUFHQWDJH�� WKLV� PD\� LQFUHDVH�� $QG� LW� DOVR� PRYHV�
EURDGO\� LQ� V\QF� ZLWK� WKH� LVVXHV� UHODWHG� WR� KRZ� WKH� HQHUJ\� SULFHV� DQG� JDV� SULFHV�
PRYH��%XW�,�WKLQN�LI�\RX�ZDQW�D�WKXPE�UXOH��,�WKLQN�WKDW�VKRXOG�JLYH�\RX�D�JRRG�IL[�LQ�
WHUPV�RI�WKH�8�6��QXPEHU�

6XPDQW�.XPDU� $QG�\RX�VDLG�WKH�FRQWULEXWLRQ�PDUJLQ�IRU�8�6��LV�VDPH�FRPSDUHG�WR�SUHYLRXV�\HDU��
6R� WKHQ� ZK\� JURVV� PDUJLQ� KDV� GHFOLQHG� LQ� 4�� )<� 
��� DW� FRQVRO� OHYHO"� :KLFK�
VXEVLGLDU\�LV�GUDJJLQJ�JURVV�PDUJLQ"

5��0XNXQGDQ� ,�WKLQN�EURDGO\�WKH�PDUJLQ�OHYHOV�LQ�8�6�� ZH�KDYH�JLYHQ�\RX�RQ�WKH�6OLGH�����,I�\RX�
JR�WR�6OLGH����ZKLFK�ZH�KDYH�VKDUHG�ZLWK�\RX��$QG�LQ�WHUPV�RI�WKH�RWKHU�RQHV��ZH�
FDQ� JHW� VSHFLILF� DERXW� HDFK� LWHP�� $QG� -RKQ� KDV� DOUHDG\� KLJKOLJKWHG� WKH� PDUJLQ�
OHYHOV�LQ�,QGLD�EHLQJ�VWDEOH��,�GRQ
W�WKLQN�DQ\�SODFH�KDV�KDG�D�PDUJLQ�LVVXH LQ�WHUPV�
RI�FRQWULEXWLRQ�PDUJLQ��7KH� LVVXH� IXQGDPHQWDOO\� LV� WKDW�PRUH�RU� OHVV�HYHU\ RQH�RI�
WKHVH�XQLWV�KDV�KHOG�ZHOO�DV�IDU�DV�WKH�FRQWULEXWLRQ�PDUJLQ�LV�FRQFHUQHG��-RKQ��KDV�
WKHUH�EHHQ�DQ\�VKDUS�HURVLRQ�LQ�DQ\�RI�WKH�RWKHU�XQLWV"�%HFDXVH�,�GLG�QRW�VHH�WKDW��
LW
V�EDVLFDOO\�YROXPH�HIIHFW��ULJKW"

-RKQ�0XOKDOO� 7KDW
V� ULJKW�� ,W
V�YROXPH�PL[ HIIHFW��6R� WKDW� LV� WKH�KLJKHU�FRQWULEXWLRQ�RI� WKH�1RUWK�
$PHULFD�� DQG� WKHLU� VKDUS� UHGXFWLRQ� LQ� JRLQJ� WR� KDYH� D� KLJKHU� OHYHO� RQ� WKH�
FRQVROLGDWHG� EDVLV�� ,� PHDQ� ZH� WDONHG� DERXW� WKH� UHGXFWLRQ� LQ� ,QGLD� DQG� 1RUWK�
$PHULFD�

6XPDQW�.XPDU� -XVW�EHFDXVH�RI�5DOOLV�,QGLD��JURVV�PDUJLQ�FRQWUDFWLRQ�DW�FRQVRO�OHYHO��QR"

5��0XNXQGDQ� ,�GRQ
W�NQRZ��$V�,�VKDUHG�ZLWK�\RX�RQ�6OLGH����HQWLW\�OHYHO�QXPEHUV��$QG�,�KDYH�DOVR�
KLJKOLJKWHG�WR�\RX�WKH�JURVV�PDUJLQ�LQ�8�6���,�WKLQN�WKLV�VKRXOG�JLYH�\RX�D�YHU\�FOHDU�
SLFWXUH�

-RKQ�0XOKDOO� 1R�� \RX� DUH� PLVVLQJ� WKH� GLVSURSRUWLRQDWH� VL]H� RI� WKH� 8�6�� RSHUDWLRQ�� DQG� LWV�
UHGXFWLRQ� KDV� D� ELJJHU� LPSDFW� RQ� WKH� FRQVROLGDWHG� JURVV�PDUJLQ� ,I� ,� ORRN� DW� WKH�



3DJH��� RI���

JURVV�PDUJLQV�DFURVV�WKH�HDFK�RI� WKH�HQWLWLHV�� WKH\ DUH�GRZQ�VOLJKWO\ DQG� LQ�8�.���
LW
V�XS�D� OLWWOH�ELW��EXW�WKH\ DUH�GRZQ��%XW�WKH�ELJJHU�HOHPHQW�LV�WKH�VL]H�RI�WKH�8�6��
RSHUDWLRQ�DQG�LWV�UHGXFWLRQ�RQ�WKH�FRQVROLGDWHG�SLHFH��\HV"�6R�VRPH�PL[�HOHPHQW�
RI�WKH�8�6��FRPSDUHG�WR�WKH�UHVW�RI�WKH�EXVLQHVV�

6XPDQW�.XPDU� 2ND\��$QG� WDONLQJ�DERXW� WKH�H[SRUW�DQG�GRPHVWLF�PL[��ZKDW�ZH�KDYH�VHHQ� LQ�4��

����H[SRUW�LV�����RI�WRWDO�EXVLQHVV��6R�,�WKLQN�WKH�DQQXDO�OHYHO��LW�LV�ORZHU��ULJKW"

=DULU�/DQJUDQD� 1R�� LW
V�DERXW� WKH�VDPH�DFWXDOO\�� LI� \RX�DGG� LW�XS��([SRUW�YROXPHV�KRYHU�EHWZHHQ�
��� � ����IRU�1RUWK�$PHULFD�

6XPDQW�.XPDU� $QQXDO�EDVLV"

=DULU�/DQJUDQD� 7KDW
V�ULJKW�

0RGHUDWRU� :H�WDNH�WKH�QH[W�TXHVWLRQ�IURP�WKH�OLQH�RI�'KHHUHVK�3DWKDN�IURP�*ROGPDQ�6DFKV�

'KHHUHVK�3DWKDN� -XVW� RQH� EDVLF� XQGHUVWDQGLQJ�� WKH� VWDQGDORQH VHJPHQWDO� GDWD� ZKHUH� \RX�
PHQWLRQHG� WKH� VSHFLDOW\� SURGXFWV� UHYHQXH�� 7KH� XQGHUO\LQJ� EXVLQHVV� LQ� WKDW� LV�
1XWUDFHXWLFDOV�DQG�WKH�VLOLFD�EXVLQHVV� RU�WKDW�LV�SDUW�RI�FRQVRO"�&DQ�\RX�MXVW�KHOS�
PH� XQGHUVWDQG� ZKDW� LV� WKH� XQGHUO\LQJ� EXVLQHVV� LQ� WKH� VWDQGDORQH VSHFLDOW\�
SURGXFWV�RI�5V� ������FURUHV IRU�WKH�TXDUWHU"

5��0XNXQGDQ� <HV��,�WKLQN� VR�WKH�XQGHUO\LQJ�VSHFLDOW\�LV�EDVLFDOO\�WKH�)26��WKH�1XWUDFHXWLFDO�DQG�
WKH�VLOLFD�EXVLQHVV��$QG�FOHDUO\��,�WKLQN�WKHVH�VHJPHQWV�DUH�QRW�WKH�ZD\�,�H[SODLQHG�
LW��,�WKLQN�ZH�ZLOO�PRYH�WR�WKDW�WKH�ZD\�WKH�EXVLQHVVHV�DUH�VWUXFWXUHG�

'KHHUHVK�3DWKDN� 2ND\��6R�LQ�WKH�VWDQGDORQH VHJPHQW�DVVHWV��,�VHH�VSHFLDOW\�DW�5V� ����FURUH� WKDW�
SUREDEO\� UHSUHVHQWV� WKH� &$3(; WKDW� \RX� GLG� LQ� WKH� VLOLFD� DQG� WKH�1XWUDFHXWLFDOV�
EXVLQHVV��ULJKW��WKDW�5V� ����FURUH��5V� ����FURUH HDFK"

5��0XNXQGDQ� ,W�ZRXOG�DOVR� LQFOXGH�DERXW�5V� ���RGG�FURUH ZH�KDYH LQYHVWHG� LQ� ODQG� LQ�(QHUJ\�
6FLHQFH LQ�EX\LQJ�ODQG��,W�KDV�QRW�EHHQ�SXW�WR�XVH��VR�,�WKLQN�WKDW�SUREDEO\�DOVR�LV�
DGGHG�WKHUH�

'KHHUHVK�3DWKDN� 2ND\��$QG� WKHUH XVHG� WR� EH�DQ�XQGHUIXQGHG�SHQVLRQ� OLDELOLW\�DW�� ,� WKLQN�� WKH�8�.��
RSHUDWLRQV��+DV�WKDW�PDWHULDOO\�FKDQJHG�DQ\WKLQJ�WKHUH��LI�\RX�FDQ�MXVW�PHQWLRQ"

-RKQ�0XOKDOO� <HV��:H�KDYH�XQIXQGHG�OLDELOLWLHV�UDWKHU��LQ�WKH�8�6��DQG�WKH�8�.�

'KHHUHVK�3DWKDN� :H� KDYH� VHHQ� VKDUS� PDVVLYH� PRYHPHQWV�� LI� WKHUH� LV� DQ\� QXPEHU� \RX� FDQ� MXVW�
TXDQWLI\��KDV�WKDW�LPSURYHG�RU�GHWHULRUDWHG"

-RKQ�0XOKDOO� ,W�ZLOO�KDYH�GHWHULRUDWHG�VLQFH�0DUFK� EHFDXVH�WKH�GLVFRXQW�UDWHV�KDYH�IDOOHQ�RII�LQ�
LQ�ERWK�DUHDV�VLQFH�0DUFK�

'KHHUHVK�3DWKDN� 2ND\��$QG�MXVW�RQH�ODVW�TXHVWLRQ��VLU��(DUOLHU�P\�XQGHUVWDQGLQJ�ZDV�WKDW�,QGLD�VRGD�
DVK�H[SDQVLRQ� LV�JRLQJ�WR�VSHQG�VRPH�5V� ������FURUH WR�H[SDQG�DW�WKH�0LWKDSXU�
VLWH��6R�RI�WKDW�5V� ������FURUH��KRZ�PXFK�KDV�EHHQ�VSHQW�VR�IDU"

5��0XNXQGDQ� 1R��5V��������FURUH�LV�QRW�MXVW�IRU�VRGD�DVK� <RX�VHH��WKH�QXPEHU�ZH�KDYH�VSRNHQ�
DERXW�LQ�0LWKDSXU�LV�VSOLW�EHWZHHQ�WKH�VDOW�DQG�VRGD�DVK DORQJ�ZLWK FRPPRQ�XWLOLW\�
ZKLFK�DUH�WKHUH��,Q�WHUPV�RI�&$3(;�VSHQG��,�WKLQN��RYHUDOO�QXPEHU ZDV�5V� ������



3DJH��� RI���

FURUH��DQG�,�WKLQN�5V������FURUH�PD\�KDYH�JRQH�LQ�DQG�DERXW�5V��������FURUH�LV�VWLOO�
WR�JR��-RKQ��\RX�KDYH�JRW�PRUH�DFFXUDWH�ILJXUHV"

-RKQ�0XOKDOO� <HV��,�ZRXOGQ
W�JHW�WRR�PXFK�IXUWKHU�WKDQ�WKDW��,�WKLQN�WKDW�WKDW
V�UHDVRQDEOH�

'KHHUHVK�3DWKDN� 2I� WKH�5V� ������ FURUH�� WKH� EDODQFH� 5V� ������ FURUH ZRXOG� EH� VSHQW� LQ� WKH� QH[W�
ZKDW��KRZ�PDQ\�PRQWKV"

5��0XNXQGDQ� ,� WKLQN� LW�ZRXOG� WDNH�DERXW����� \HDUV�EURDGO\�� LW� FRXOG� WDNH�XV� ULJKW� LQWR������DQG�
����� VRPHZKHUH�LQ�WKH�PLGGOH� ,�WKLQN�

0RGHUDWRU� :H�WDNH�WKH�QH[W�TXHVWLRQ�IURP�WKH�OLQH�RI�5DPHVK�6��IURP�1LUPDO�%DQJ� 3OHDVH�JR�
DKHDG�

5DPHVK�6� 7KH� ILUVW�TXHVWLRQ� ,�KDYH� LV�� LQ� WHUPV�RI� WKH�JOREDO�VRGD�DVK� LQGXVWU\��GR�\RX�VHH�
DQ\�FDSDFLW\�FORVXUHV�WKDW�ZH�FDQ�VHH��JLYHQ�WKDW�WKH�FDSDFLW\�XWLOL]DWLRQ�LV�DOUHDG\�
DW����"�$QG�ZKDW� LV� WKH� FDVK�PDUJLQ� \RX�VHH�DW�ZKLFK� WKH�FDSDFLW\� FORVXUH�ZLOO�
KDSSHQ"

5��0XNXQGDQ� ,�GRQ
W� WKLQN�ZH�ZLOO�VHH�FDSDFLW\�FORVXUHV��H[FHSW�PD\EH�LQ�&KLQD�DQG�LQ�(XURSH��
WKHVH�DUH�WKH WZR�SODFHV��,Q�&KLQD��,�WKLQN�WKH�ZD\�WKH\�DUH�GHDOLQJ�ZLWK�LW� LV� WKH\�
DUH� WDNLQJ�H[WHQGHG�PDLQWHQDQFH�VKXWGRZQ�DQG�ZKHWKHU� WKH\�ZLOO� FRPH�EDFN�RQ�
VWUHDP� DIWHU� WKLV� H[WHQGHG� PDLQWHQDQFH� VKXWGRZQ� KDSSHQV�� LV� RSHQ� WR�
LQWHUSUHWDWLRQ��6R� RQH�KDV�WR�FRQVWDQWO\�NHHS�ZDWFKLQJ� 6R� ,�WKLQN�RXU�DVVHVVPHQW�
LV� VRPH�FDSDFLW\�ZLOO�JR�RXW��EXW�PRUH�DFFXUDWHO\�WR�VHH�WKLV ZH�QHHG�WR�ZDWFK�WKLV
ZKHWKHU� WKH\�JR�IRU�FRPSOHWHO\�H[WHQGHG�PDLQWHQDQFH�FORVXUH��ZKLFK�UXQV� LQWR����
��� PRQWKV� RU� VR�� WKHQ� ,� WKLQN� WKH� XQLWV� ZLOO� PRYH� WRZDUGV� GHFRPPLVVLRQLQJ�
FRPSOHWHO\� $V�RI�QRZ��WKH\�DUH�WDNLQJ�D�SUHWW\�PXFK�UROOLQJ�PDLQWHQDQFH�FORVXUHV�
GXULQJ�WKLV�SHULRG� =DULU��GR�\RX�ZDQW�WR�DGG�DQ\WKLQJ�VSHFLILF�EH\RQG�WKLV"

=DULU�/DQJUDQD� 1R��,�WKLQN�\RX�DUH�ULJKW��0XNXQG��,�WKLQN�WKHUH�LV�VRPH�ULVN�RI�FDSDFLW\�FORVXUHV�LQ�
&KLQD�RQ�D�SHUPDQHQW�EDVLV��&XUUHQWO\��PDQ\�RI�WKRVH�SODQWV�KDYH�WDNHQ�H[WHQGHG�
VKXWGRZQV��:H�KDYH VHHQ�LQ�WKH�SDVW�LQ�&KLQD�ZKHQ�VRPHERG\�WDNHV�DQ�H[WHQGHG�
VKXWGRZQ�RI�� OHW
V� VD\��PRUH� WKDQ����PRQWKV�� W\SLFDOO\� WKDW� FDSDFLW\� JRHV� RII�OLQH�
SHUPDQHQWO\��7KDW�QXPEHU�FRXOG�EH�DQ\ZKHUH�EHWZHHQ ��PLOOLRQ�WRQQHV�WR ��PLOOLRQ�
WRQQHV� ��PLOOLRQ WRQQHV�RQ�WKH�XSSHU�HQG� ��PLOOLRQ�WRQQHV�RQ�WKH�ORZHU�HQG� ,�WKLQN�
WKH� RWKHU� WKLQJ� WKDW
V� KDSSHQLQJ� FHUWDLQO\� LV� WKDW� SODQQHG� FDSDFLW\� H[SDQVLRQV��
SULPDULO\�LQ�1RUWK�$PHULFD�DQG�&KLQD� DUH�OLNHO\�WR�EH�GHOD\HG�E\�DW�OHDVW����WR����
PRQWKV�

5DPHVK�6� 2ND\��$QG�LI�\RX�ORRN�DW�WKH�FXUUHQW�VKDUH�RI�WKH�HQG�XVH�PDUNHW�SLH�IRU�VRGD�DVK��
ZKDW�LV�WKH�VKDUH�RI�WKH�IODW�JODVV�PDUNHW�JOREDOO\�DQG�LQ�WKH�8�6�"

=DULU�/DQJUDQD� 6R�IODW�JODVV��,�WKLQN�ODVW�\HDU�LI�\RX�ORRN�DW�WKH�QXPEHU��LW�ZDV�FORVH�WR�DERXW������
*LYHQ� WKH� FRQWUDFWLRQ� LQ� WKH�PDUNHW� LQ� �����ZH� H[SHFW� WKDW� WR� SUREDEO\� GURS� WR�
DERXW�����

5DPHVK�6� 7KLV�LV�IRU�WKH�8�6��PDUNHW�RU�JOREDO�PDUNHW"

=DULU�/DQJUDQD� 1R��WKLV�LV�JOREDO��

5DPHVK�6� 2ND\��-XVW�RQH� ODVW WKRXJKW�VLU�� ,I� \RX� ORRN�DW� WKH� ORVVHV� LQ�8�6��DQG�8�.�� IRU� WKH�
TXDUWHU� DQG� VXSSRVLQJ DVVXPLQJ WKDW� WKLV� NLQG� RI� SUHVVXUH� RQ� YROXPH� SHUVLVWV��
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KRZ�DUH�\RX�SODFHG�LQ�WHUPV�RI�FDVK�IORZV�WR�ILQDQFH�\RXU�ZRUNLQJ�FDSLWDO�DQG�\RXU�
&$3(;"

5��0XNXQGDQ� 6R� ,� WKLQN� DV� IDU� DV�ZH� DUH� FRQFHUQHG�� ZH� KDYH� QR� LVVXHV� LQ� WHUPV� RI� ILQDQFLDO�
ILJXUHV�DW�DOO��7KH� ILUVW� KDOI� DQG� ILUVW� TXDUWHU�ZKHQ� \RX� ORRN�DW� LW�� WKH� ORVVHV�ZHUH�
DFWXDOO\� DFFHQWXDWHG� DW� WKH�3$7� OHYHO� E\� DOPRVW� 5V� ��� FURUH��5V� ���RGG� FURUH��
ZKLFK�ZDV� D� RQH�RII�� LW� LV� QRW� JRLQJ� WR� UHSHDW� LWVHOI� DJDLQ�� %XW� LI� \RX� WDNH�D�3$7�
ILJXUH�RI�DERXW�5V� ����FURUH DQG�5V� ����RGG�FURUH��ZH�DUH� ORRNLQJ�DW�DERXW�5V�
���FURUH�FODZ�EDFN ZKLFK�ZH�QHHG�WR�GR��$QG�,�WKLQN�RQ�D�FDVK�SURILW�EDVLV WKHVH�
XQLWV� VKRXOG� EH� ILQH� IURP� WKH� VHFRQG� TXDUWHU� RQZDUGV� ,W LV� MXVW� WKDW� RXU� FDSLWDO�
VSHQG�LV� LQ� WXQH�ZLWK�WKH�FDVK�SURILWV ZKLFK�ZH�DUH�HDUQLQJ��HVSHFLDOO\� LQ�8�6��6R�
ZH�GRQ
W�DQWLFLSDWH�DQ\�PDMRU�LVVXHV�DV�IDU�DV�RXU�DELOLW\�WR�VHUYLFH�DQ\�RI�RXU�FRVWV�
DUH�FRQFHUQHG��,Q�IDFW��DV�, PHQWLRQHG��ZH�EHOLHYH�WKDW�ZH�FRXOG�XVH�VRPH�RI�RXU�
FDVK�WR�UHSD\�WKH�GHEW��ZKLFK�ZH�KDYH�LQWHUQDWLRQDOO\��ZKLFK�ZH�ZLOO ZRUN�DQG�FRPH�
EDFN�WR�\RX�E\�VHFRQG�TXDUWHU�UHVXOWV�DUH�GRQH�

0RGHUDWRU� 1H[W�TXHVWLRQ�LV�IURP�WKH�OLQH�RI�6DNHW�.DSRRU�IURP�.DSRRU�	�&RPSDQ\�

6DNHW�.DSRRU� 6LU��ILUVWO\��\RX�VSRNH�DERXW�WKLV�YDOXH�DGGLWLRQ�SDUW�LQ�8�6�$� 6LU��LI�\RX�FRXOG�GZHOO�
PRUH��ZKDW�ZLOO�EH�WKH�SURGXFW�OLQH�IRU�ZKLFK�\RX�DUH�KDUSLQJ�RQ�WR"

5��0XNXQGDQ� :H�DUH�H[DPLQLQJ�WZR� WKUHH�RSWLRQV�WKHUH��/HW�XV�FRPH�EDFN�WR�\RX��$QG�WKDW�ZLOO�
FHUWDLQO\�FXW�EDFN�WKH�SUHVVXUH�RQ�YROXPH��ZKLFK�LV�JRLQJ�LQ�WKH�H[SRUW�PDUNHW��EXW�
ZH�ZLOO�FRPH�EDFN�WR�\RX��,�WKLQN�GXULQJ�WKH�FRXUVH�RI�WKH�\HDU��ZH�ZLOO KDYH�PRUH�
GHWDLOV� DQG�PRUH� FRORU� WR� DGG�� %XW� ZH� KDYH� GRQH� WKLV� LQ� 8�.��� IRU� H[DPSOH�� ZH�
PRYHG� IURP�EHLQJ�D�SXUH�VRGD�DVK�FRPSDQ\� QRZ�DOPRVW�ZH�DUH�VD\LQJ� WKDW�ZH�
ZLOO�KDYH�D�ODUJH�SURSRUWLRQ�RI�WKH�EXVLQHVV�DV�ELFDUERQDWH��:H�KDYH�GRQH�WKLV�LQ�
,QGLD� DOVR�� :H� KDYH FRQWLQXHG� WR� DGG� ELFDUE� FDSDFLW\� DQG� DOVR� DGGLQJ� PXOWLSOH�
SURGXFW� OLQHV� ZLWKLQ�0LWKDSXU� WR�PDNH� WKDW�PRUH� UREXVW� 6R�ZH� WKLQN� WKHUH� LV� DQ�
RSSRUWXQLW\�WR�GR�D�VLPLODU�MRE�LQ�0DJDGL�DQG�LQ�8�6� %XW�ZH�ZLOO FRPH�EDFN�WR�\RX�
VSHFLILFDOO\�GXULQJ�WKH�FRXUVH� 2XU�WHDPV�DUH�ZRUNLQJ�RQ�LW��LW
V�HVVHQWLDOO\�RXU�SODQ��
2XU�SODQ� LV�QRW� WR�DGG�VXEVWDQWLDO�YROXPHV� LQ�VRGD�DVK��EXW� WR�DGG�YDOXH� LQ�VRGD�
DVK�� WKDW
V� UHDOO\� WKH� ZD\� ZH� DUH� JRLQJ�� $QG� WR� DGG� YROXPHV� LQ� WKH� VSHFLDOW\�
EXVLQHVVHV�EHFDXVH�WKDW
V�ZKHUH�WKH�YDOXH�FUHDWLRQ�ZLOO�KDSSHQ�

6DNHW�.DSRRU� 5LJKW�� VLU�� $QG� LQ� WHUPV� RI� 8�.��� VLU�� LV� WKH� WUDQVLWLRQ� SHULRG� RYHU"� $QG� QRZ� WKH�
UHVXOWV�ZLOO�VWDUW�\LHOGLQJ�EHFDXVH��VLU��WKH�(%,7'$�KDV�PRYHG�XS�IURP�5V� ���FURUH�
WR�5V� ���FURUH��EXW�WKH�3%7�DQG�3$7�KDV�UHPDLQHG�QHJDWLYH�E\�5V� ���FURUH��6R�LI�
\RX�FRXOG�H[SODLQ�WKDW"

-RKQ�0XOKDOO� 7KH� ILUVW� SDUW� RQ� WKH� FDUERQ� FDSWXUH IDFLOLW\�� ZH� DUH KRSLQJ� WR� JHW� WKDW� UHDOO\�
WRZDUGV�WKH�HQG�RI�WKLV�ILVFDO�\HDU��LV�ZKHUH�ZH�ZRXOG H[SHFW�WR�VHH�WKDW�VWDUWLQJ�WR�
SURGXFH��6R�WKDW
V�RQH�SLHFH� ,Q�WKH�8�.���\RX�KDYH�D�FRXSOH RI�RWKHU�WKLQJV�JRLQJ�
RQ� LQ�WKHUH��7KHUH� LV�DOVR�WKH� RI�FRXUVH� DQ�639�GHEW�ZLWKLQ� WKH�8�.��RSHUDWLRQV��
����PLOOLRQ��VR�WKHUH�LV DQ�LQWHUHVW�OLQH�WR�WKDW��$QG�WKHQ�ZH�DOVR�KDYH�DERXW������
PLOOLRQ�RI�EDQN�GHEW�LQ�WKHUH��6R�\RX�GR�VHH�D�ELJ�GURS�LQ�(%,7'$�DQG�3%7�FRPLQJ�
IURP� WKDW�� 2XU� WDUJHW� JRLQJ� IRUZDUG� LV� DOVR�� DV�0XNXQG� VDLG�� LV� WR�PRYH� XS� WKH�
PDUJLQ�FKDLQ��ZKLFK� LV�FRQFHQWUDWHG�PRUH�RQ�ELFDUERQDWH�DQG� WKH�VRGD�DVK� DQG�
WKH�VRGD�DVK�LV�WKH�IHHG�IRU�RXU�VDOHV�RI�ELFDUERQDWH��DQG�JHQHUDWH�PRUH�FDVK�DQG�
XVH�WKDW�WKHQ�WR� DV�IDU�DV�VDWLVI\LQJ�WKH�GHEW�LWHPV�ZH�KDYH�LQ�WKH�8�.�

6DNHW�.DSRRU� 6R�VLU��WKLV�3$7�ORVV�DQG�3%7�ORVV�ZDV�DWWULEXWHG�IRU�ZKDW"

-RKQ�0XOKDOO� 7KHUH DUH RQO\ WZR� WKLQJV� IRU� EHORZ (%,7'$�� DQG� WKDW
V� EDQN� LQWHUHVW� DQG�
GHSUHFLDWLRQ�



3DJH��� RI���

6DNHW�.DSRRU� 5LJKW��VLU��$QG�VLU��RQH�YHU\�VPDOO� XQGHUVWDQGLQJ��ZKHQ�ZH�SUHVHQW�RXU�VHJPHQW��
WKHUH�LV�D�ELW�RI�FRQIXVLRQ� DV�HDUOLHU�DOVR�D�VSHDNHU�KDV�WROG�DERXW�WKLV�WKH�VSHFLDOW\�
SURGXFW�SDUW��LI ZH�FRXOG�FRPH�ZLWK�PRUH�JUDQXODU�VSOLW��VLQFH�LW�KDV�QRW�UHDFKHG�WKH�
FULWLFDO�PDVV EXW�VWLOO�WKH�1XWUDFHXWLFDO OLQH��VLOLFD�DQG�JHWWLQJ�GLIIHUHQWLDWHG�ZLWK�WKH�
DJUR�RQH�ZRXOG�JLYH�D�FOHDU�SLFWXUH� WKHQ�EHLQJ� MXPEOHG�XS� LQZDUG��6R� WKDW�ZRXOG�
JLYH�PRUH�FODULW\��VLU�

-RKQ�0XOKDOO� <HV��ZH�FDQ�FHUWDLQO\�GR� WKDW��%XW� WKH� WKLQJ� WR�EHDU� LQ�PLQG�KHUH� LV� MXVW�QRZ�WKH�
DJUR� LV� SXUHO\� 5DOOLV�� DQG� \RX� FDQ� VHH� WKRVH� 5DOOLV� UHVXOWV� VHSDUDWHO\�� \HV"�
6WDQGDORQH�VSHFLDOW\�LV�RQO\�)26�DQG�VLOLFD��EXW�ZH�ZLOO WDNH�\RXU�SRLQW�DQG�ZH�ZLOO
ORRN�DW�LW�

6DNHW�.DSRRU� 5LJKW�� VLU��$QG� WKH� YHU\� VPDOO� SRLQW�DERXW� WKLV�5V� ���FURUH��ZKLFK� \RX�H[SODLQHG�
DERXW�WKH�UHILQDQFLQJ�FRVW�SDUW��FRXOG�\RX�GZHOO�PRUH"�$QG�VLU��ZKHUH�LW�LV�FOXEEHG�
LQ�WKH�OLQH�LWHP"

-RKQ�0XOKDOO� ,W
V�LQ�ILQDQFH H[SHQVHV�LQ FRQVROLGDWLRQ�

6DNHW�.DSRRU� $QG�ZKDW�KDV�WKLV� WUDQVODWHG�WKLV�UHILQDQFLQJ�FRVW� WR"�:KDW�KDV� OHG�WR�WKLV�5V� ���
FURUH�FRVW"

-RKQ�0XOKDOO� :H�KDG�D������PLOOLRQ�IDFLOLW\�LQ�1RUWK�$PHULFD�DV�D�7HUP�%��DQG�WKDW�ZDV�GXH�WR�
PDWXUH� LQ� $XJXVW� ������ $QG� 'HFHPEHU� 
�� ZH� WRRN� RXW� D� IXUWKHU� ����� PLOOLRQ�
EULGJH� ORDQ��ZKLFK�EDVLFDOO\� IXQGHG� WKH�DFTXLVLWLRQ�XS� WR����� LQ�7&6$3� IURP� WKH�
$QGRYHU�*URXS��$W�WKH�WLPH�ZH�ZHUH�FRQVLGHULQJ�DQRWKHU�7HUP�%�UHILQDQFH�RI������
PLOOLRQ���%XW�WKH�PDUNHW��DV�\RX�FDQ�LPDJLQH��LQ�0DUFK�DQG�$SULO�ZDV�QRW�FRQGXFLYH�
WR�D�7HUP�%�WUDQVDFWLRQ� VR�ZH�VZLWFKHG�DZD\�IURP�WKDW�LQWR�D�7HUP�$�WUDQVDFWLRQ��
$QG�WKHUH�ZHUH�D�VHW�DPRXQW�RI�FRVW�IHHV��OHJDO�IHHV��WKLQJV�OLNH�WKDW��WKDW�ZH�RXJKW�
WR�KDYH�UHODWLQJ�WR�WKH�7HUP�%�WUDQVDFWLRQ��WKDW
V�DOO�

0RGHUDWRU� :H�WDNH�WKH�ODVW�TXHVWLRQ�IURP�WKH�OLQH�RI�5RKLW�1DJUDM�IURP�6XQLGKL�6HFXULWLHV�

5RKLW�1DJUDM� 6LU��LQ�WHUPV�RI�LQYHQWRU\��ZKDW�LV�WKH�FXUUHQW�VLWXDWLRQ�RI�VRGD�DVK�LQYHQWRULHV� ERWK�
LQ�,QGLDQ�PDUNHW�DQG�JOREDOO\"

=DULU�/DQJUDQD� <HV�� 6R� RXU� HVWLPDWH� RI� LQYHQWRU\� LQ� ,QGLD�� LI� \RX� ORRN� DW� ZKDW
V� VLWWLQJ� ZLWK�
SURGXFHUV� LW
V SUREDEO\� DERXW� WRGD\� LQ� WKH� UHJLRQ� RI� �������� WRQQHV� WR� ��������
WRQQHV��*OREDO� LV�D� WRXJK�QXPEHU� IRU�PH� WR�JLYH�\RX��EXW� ,�ZRXOG�HVWLPDWH� WKDW� LI�
\RX�WDNH�&KLQD��(XURSH��7XUNH\��1RUWK�$PHULFD�DQG��RI�FRXUVH��WKH�,QGLDQ�QXPEHUV�
DOO�SXW� WRJHWKHU�� WKDW�FRXOG�EH�VRPHZKHUH� LQ� WKH�UHJLRQ�PD\EH�RI���������PLOOLRQ�
WRQQHV� WR ��PLOOLRQ� WRQQH DW� EHVW�� %XW� WKDW LV� D� QXPEHU� WKDW
V� FRQVWDQWO\� ZLQGLQJ�
GRZQ� DV� SURGXFHUV� GLDO� EDFN� RQ� SURGXFWLRQ�� WDNH� H[WHQGHG� PDLQWHQDQFH�
VKXWGRZQV�

5RKLW�1DJUDM� 5LJKW��7KDQNV�IRU�WKDW��6LU��DQG�ODVW�TXHVWLRQ��,Q�WHUPV�RI�VRGD�DVK�SULFLQJ��DUH�WKH�
EHQHILW� RI� DOO� WKH� LQSXW� FRVW� LQ� WHUPV� RI�� VD\�� UDZ� PDWHULDO� RU� HQHUJ\� FRVW� DUH�
FXUUHQWO\�SULFHG�LQ"�$QG�LI�VR��ZKHQ�WKH�FDSDFLW\�XWLOL]DWLRQ�LV�JRLQJ�GRZQ��ZKDW�ZLOO�
EH� WKH� OHYHO� DW� ZKLFK� SURGXFHUV� ZLOO� EH� DEOH� WR� LQFUHDVH� WKH� SULFHV� EHFDXVH� WKH�
IL[HG�FRVW�DEVRUSWLRQ�ZLOO�EH�XQWHQDEOH"

=DULU�/DQJUDQD� 6R�,�WKLQN�DV�IDU�DV�VRGD�DVK�SULFLQJ�LV�FRQFHUQHG��LW
V�SUREDEO\�PRUH�D�IXQFWLRQ�RI�
VXSSO\�GHPDQG�G\QDPLFV�WKDQ�LW�LV�RI�FRVW��$QG�WKDW
V�UHDOO\�ZKDW�ZH�DUH�VHHLQJ�LQ�
WKH�PDUNHW�SUHVHQWO\� LQ�PRVW�RI�WKH�PDUNHWV�ZKHUH�ZH�RSHUDWH�



3DJH��� RI���

5RKLW�1DJUDM� $OO� ULJKW�� 6R� DOO� WKH� LQSXW� FRVW� EHQHILWV� DUH� FXUUHQWO\� EHLQJ� IDFWRUHG� LQ� DQG�
LQFUHPHQWDOO\�ZH�GRQ
W�IRUHVHH�DQ\�NLQG�RI�UHGXFWLRQ�LQ�LQSXW�FRVW�DV�IDU�DV�WKH�UDZ�
PDWHULDOV�RU�HQHUJ\�FRVWV�DUH�FRQFHUQHG��ULJKW"

=DULU�/DQJUDQD� ,�EHOLHYH WKDW�

0RGHUDWRU� :HOO��ODGLHV�DQG�JHQWOHPHQ��WKDW�ZDV�WKH�ODVW�TXHVWLRQ�IRU�WRGD\��,�ZRXOG QRZ�OLNH�WR�
KDQG�WKH�FRQIHUHQFH�EDFN�WR�WKH�PDQDJHPHQW�IRU�WKHLU�FORVLQJ�FRPPHQWV�

5��0XNXQGDQ� 7KDQN�\RX��$QG�WKDQN�\RX��HYHU\RQH��,� WKLQN�WKLV�KDV�EHHQ�D�WRXJK�TXDUWHU� IRU�DOO�
RXU�XQLWV��DQG�WKH\�KDYH�SHUIRUPHG�WR�WKH�H[WHQW�WKH�PDUNHW�GHPDQG�KDV�SHUPLWWHG�
WKHP� WR�PRYH� WKH�PDWHULDO� LQ� DV� DJJUHVVLYHO\� DV� WKH\� FRXOG�� 7KH� JRRG� QHZV� LV�
VRPH�RI�WKH�GHPDQG�KHOG�XS��HVSHFLDOO\�WKH�1XWULWLRQ�DV�ZHOO�DV�WKH�$JUL�SURGXFWV��
7KH�VRIWQHVV�ZH�VDZ�LQ�WKH�3HUIRUPDQFH�0DWHULDOV�KDV�EHHQ�SULPDULO\�GULYHQ�RXW�RI�
WKH� IODW� JODVV� GHPDQG�� ZKLFK�ZH� KRSH� WKDW� WKH�PDUNHWV� ZRXOG� EHJLQ� WR� VWDELOL]H�
PD\EH� E\� WKH� IRXUWK� TXDUWHU� RI� WKLV� ILVFDO� \HDU�� WKDW� LV� WKH� ILUVW� TXDUWHU� RI� WKH�
FDOHQGDU�\HDU�QH[W�

$QG�WKLV�KDV�SULPDULO\�GULYHQ�RII�WKH�VRIWQHVV�ZH�KDYH�VHHQ�LQ�6RXWKHDVW�$VLD�DQG�
LQ 6RXWK�$PHULFD��:H�EHOLHYH�WKDW�WKH�6RXWKHDVW�$VLDQ�GHPDQG�ZRXOG�EH�ILUVW�RQH�
WR�JHW�RII�WKH�EORFN�DQG�6RXWK�$PHULFD�ZRXOG�IROORZ�VRRQ�WKHUHDIWHU��7KRVH�DUH�WKH�
LQGLFDWLYH�QXPEHUV�ZH�FDQ�JLYH� \RX� LQ� WHUPV�RI� WKH�ZD\�ZH�VHH� WKH�FRORU� RI� WKH�
PDUNHW�

,Q� SDUDOOHO�� ,� WKLQN� RXU� VWUDWHJ\� LV� LQWDFW�� :H� DUH� JRLQJ� WR� YDOXH�DGG� LQ� WKH�
3HUIRUPDQFH�0DWHULDOV��JURZ�WKH�1XWULWLRQ�6FLHQFH��JURZ�WKH�$JUL�6FLHQFH DQG�ZDLW�
DQG�ZDWFK� WKH�VLWXDWLRQ�ZLWK�RXU�FXVWRPHUV� LQ� WKH�(QHUJ\�6FLHQFH EXVLQHVV��$QG�
WKH�FRPSDQ\�ZLOO�FRQWLQXH WR�H[SORUH�DV�ZH�PRYH�IRUZDUG��$OVR�WR�ORRN�DW�ZKDW�ZH�
FDQ�GR�ZLWK�UHVSHFW�WR�WKH�GHEW�SRVLWLRQ�RI�WKH�FRPSDQ\��HVSHFLDOO\�RYHUVHDV�GHEW��
$QG�ZH�ZLOO DGGUHVV�WKHVH�TXHVWLRQV�DV�ZH�PRYH�IRUZDUG�LQ�WKH�FRPLQJ�TXDUWHUV�DV�
ZH�LQWHUDFW�ZLWK�\RX�

9HU\�WKDQNIXO� WKDW�DOO�RI�\RX�KDYH�EHHQ�DEOH�WR�HQJDJH�ZLWK�WKH�FRPSDQ\�DQG�RXU�
HPSOR\HHV�KDYH�EHHQ�DEOH�WR�VWD\�VDIH�WKURXJK�WKLV�SHULRG��7KDQN�\RX�DOO�DQG�ORRN�
IRUZDUG�WR�VHHLQJ�DQG�PHHWLQJ�\RX�LQ�WKH�QH[W�FDOO��:H�ZLOO FRPH�ZLWK�PRUH�GHWDLOV�
RQ�WKH�SODQV�IRUZDUG��7KDQN�\RX�


