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%HIRUH� ZH� EHJLQ�� ,� ZRXOG� OLNH� WR� PHQWLRQ� WKDW� VRPH� RI� WKH� VWDWHPHQWV� PDGH� LQ�
WRGD\¶V� GLVFXVVLRQ�PD\� EH� IRUZDUG�ORRNLQJ� LQ� QDWXUH� DQG PD\� LQYROYH� ULVNV� DQG�
XQFHUWDLQWLHV��

,�QRZ�LQYLWH�0U��0XNXQGDQ�WR�EHJLQ�SURFHHGLQJV�RI�WKH�FDOO��

5��0XNXQGDQ� 7KDQN�\RX��*DYLQ��$QG�WKDQN�\RX�HYHU\RQH�IRU�MRLQLQJ�XV�RQ�WKLV�HDUQLQJV�FDOO��:H�
DUH� WUXO\� OLYLQJ� LQ� XQSUHFHGHQWHG� WLPHV�� ,I� \RX� UHFDOO� ODVW� WLPH� ZKHQ� ZH� KDG� WKH�
PHHWLQJ�� DQG� ,� KDG� VDLG� WKDW� WKHUH� ZDV� RQH� NQRZQ� XQNQRZQ� DQG� WKHUH� LV� D RQH�
XQNQRZQ�XQNQRZQ��$QG�,�KDG�GHILQHG�WKH�XQNQRZQ�XQNQRZQ�ODVW�WLPH�DV�WKH�FULVLV�
LQ�&KLQD��ZKLFK� ,�KDG�VDLG�DW� WKDW�SRLQW�RI� WLPH��ZH�GRQ
W�NQRZ�KRZ�WR�TXDQWLI\� LW��
DQG�ZH�ZLOO�GHDO�ZLWK�LW�DV�LW�FRPH��$QG�WUXO\��LW
V�XSRQ�XV DQG�,�WKLQN�ZH�DUH�ORRNLQJ�
WR�ZRUN� RXU�ZD\� WKURXJK� WKLV�ZLWK� D� FOHDU� VWUDWHJ\� DQG� D� FOHDU� DSSURDFK�� $W� WKLV�
SRLQW� , ZRXOG� OLNH� WR� WKDQN�=DULU�� RXU�([HFXWLYH�'LUHFWRU� DQG�-RKQ�0XOKDOO��&)2�
ZKR�KDYH�DOVR�MRLQHG�PH�LQ�WKLV�FRQIHUHQFH�

, DP JRLQJ�WR�VWDUW�ZLWK�WKH�WKUHH�SLOODUV�ZKLFK�DUH�SUREDEO\�WKH�ZD\�ZH�DUH�ORRNLQJ�
DW� WKH� HQWLUH� SDQGHPLF�� 7KH� ILUVW� SLOODU�� ZKLFK� LV� DURXQG� ZKDW� ,� FDOO� DV FRPSOHWH�
SURWHFWLRQ�RU�SURWHFWLRQ�RI�RXU�HPSOR\HHV��RXU�DVVHWV�DQG�RXU�FRPPXQLWLHV��,�WKLQN�
WKDW� KDV� EHHQ� WKH� IRFXV� LQ� WKH� LQLWLDO� SHULRG�� 7KH� VHFRQG� SLOODU� LV� DERXW� FRVW�
VWUXFWXUHV�DQG�FRVW�HIILFLHQFLHV�DQG�RSHUDWLRQDO�HIILFLHQFLHV� WKDW�LV�DERXW�RSHUDWLQJ�
FRVW�DV�ZHOO�DV�ZRUNLQJ�FDSLWDO�DV�ZHOO�DV�WKH�IL[HG�FRVWV��,�WKLQN�ZH�DUH�H[WUHPHO\�
IRFXVHG�RQ�WKDW��$QG�RQH�NH\�HOHPHQW�RI� WKDW�DQG�RQH�NH\�GULYHU�RI� WKDW LV�ZKDW� ,�
ZRXOG�FDOO�DV�DFFHOHUDWHG�GLJLWDOL]DWLRQ�RI�WKH�EXVLQHVV��7KH�WKLUG�SLOODU�LV�DERXW� DV�
ZH� FRPH� RXW� RI� WKLV� SDQGHPLF�� ZH� GR� EHOLHYH� WKHUH� LV� D�PHGLXP� DQG� ORQJ�WHUP�
VWUDWHJ\� WKH� FRPSDQ\� LV� RQ�� DQG� ,� WKLQN� WKDW� LV� D� SUHWW\� UREXVW� RQH� DV� ZH�PRYH�
IRUZDUG�
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2XU�DVVHVVPHQW�RI�WKLV�SDQGHPLF��DV�LW�VWDQGV�WRGD\� LV�WKDW� ,�WKLQN�ZH�DUH�JRLQJ�WR�
KDYH�WKUHH�SKDVHV�RI�WKH�SDQGHPLF�DQG�WKDW�LV�KRZ�ZH�DUH�ORRNLQJ�DW�WKLV��7KH�ILUVW�
SKDVH�LV�WKH�SKDVH�ZKHUH�ZH�FRPH IURP�QR�NQRZOHGJH�WR� DW�OHDVW�WR�D�SRLQW�ZKHUH�
WKHUH�LV�WUHDWPHQW�IRU WKH�GLVHDVH��ZKHUH�SHRSOH�NQRZ�KRZ�WR�PDQDJH�WKH�GLVHDVH��
:H� XQIRUWXQDWHO\� PD\� QRW� EH� DEOH� WR� VDYH� VRPH�� EXW� ,� WKLQN� ZH� ZLOO� EH� DEOH� WR�
PDQDJH� WKH� GLVHDVH�� ,� WKLQN� ZH� DUH� WRZDUGV� WKH� PLGGOH� RU�� OHW
V� VD\� WKH� WKLUG�
TXDUWHU�RI� WKLV�SKDVH�DV�ZH VSHDN� LQ� WKH�ZRUOG��7KH�QH[W�SKDVH� LV�ZKDW� ,�FDOO WKH�
SKDVH�RI�FXUH��ZKHUH�WKHUH�ZLOO�EH�VRPH�WUHDWPHQWV�DYDLODEOH��5LJKW�QRZ� ZH�DUH�LQ�
WKH� SKDVH� RI� WUHDWPHQW�� WKH� QH[W� RQH�ZLOO� EH� WKH� SKDVH� RI� WKH� FXUH��ZKHUH� WKHUH�
FRXOG�EH�VRPH�FXUH�DYDLODEOH��ZKLFK�ZRXOG�JLYH�ORW�PRUH�FRQILGHQFH�WR�SHRSOH��$QG�
ODVWO\� WKH�SKDVH�ZKLFK� ,� FDOO� YDFFLQH� ZKLFK�PD\�FRPH� PD\�QRW� FRPH��ZH�GRQ
W�
NQRZ��7KH�VHFRQG�SKDVH��ZH�EHOLHYH�ZLOO�EH�ZLWK�XV�IURP�DERXW����WR����PRQWKV��
DQG�WKH�ODVW�SKDVH�ZLOO�EH�DERXW����PRQWKV��$QG�WKHVH PD\�VHHP�D�OLWWOH�ELW�ORQJHU�
WKDQ�ZKDW�RWKHUV�ZRXOG�KDYH� WROG� \RX��EXW�ZH�EHOLHYH� WKDW� LW
V�EHWWHU� WR�ZRUN�ZLWK�
WKHVH�ORQJHU�WLPH�KRUL]RQV�WKDQ�WKH�VKRUWHU�RQHV�DV�ZH�PRYH�IRUZDUG�

$V�ZH�KDG�ZRUNHG�RXU�ZD\�WKURXJK�WKH�ZKROH�LVVXH�RI� WKH�XQNQRZQ�XQNQRZQ�ODVW�
WLPH� ZH�KDG�VWDUWHG�WR�ZRUN�RXU�ZD\� LQ�WHUPV�RI�SURWHFWLQJ�RXU�SODQW�DQG�DVVHWV��
$QG�UHDOO\�VSHDNLQJ� RXU�WHDPV�KDYH�GRQH�D�WHUULILF�MRE�LQ�WHUPV�RI�GRLQJ�WKDW��$QG�
HYHQ�DV�,QGLD�HQWHUHG�ORFNGRZQ RXU�XQLWV�DUH ZRUNLQJ�RXU�XQLWV�LQ�8�6��QHYHU�UHDOO\�
KDYH�QRW�VWRSSHG��RXU�XQLW� LQ�8�.� QHYHU� UHDOO\�VWRSSHG��DQG�.HQ\D�DOVR�ZDV�QRW�
VWRSSHG HYHU�� LW�KDG� LWV�RZQ�LVVXHV�EHFDXVH�RI�WKH�SRUW� ORJLVWLFV�EHFDXVH�WKH�SRUW�
RSHUDWLRQV� VHHPV� WR� KDYH� D� ELW� RI� D� GLIILFXOW\�� HVSHFLDOO\� RQ� WKH� FRQVXPHU� VLGH��
HVSHFLDOO\� WKH� ,QGLDQ� SRUWV� DV� ZHOO� DV� WKH� 7KDL� SRUWV�� EHFDXVH� WKH\ VKXWGRZQ�� LW�
FUHDWHG�D�ORJLVWLF�LVVXH�IRU�WKDW�HQWLW\�

$V�IDU�DV�,QGLD�ZDV�FRQFHUQHG��RXU�PDLQ�XQLW�ZDV�DOZD\V�UXQQLQJ�DQG�VRPH�XQLWV�
UXQQLQJ� DW� ���� UHVW� UXQQLQJ� DW� DERXW� ���� ����� 7ZR� RI� RXU� PLQRU� XQLWV�� DW
6ULSHUXPEXGXU DQG�0DPEDWWX��ZKLFK�DUH WKH�)UXFWR�ROLJRVDFFKULGH SODQWV� KDG� WR�
VWRS� IRU� D�ZKLOH� DQG� KDYH UHVWDUWHG�RSHUDWLRQV� DQRWKHU SODQW�ZKLFK�PDNHV� VLOLFD�
DOVR� KDG� WR� VWRS�� DQG� WKDW� DOVR� KDV� VLQFH� VWDUWHG�� 7KH� VXEVLGLDU\� SODQWV� LQ�5DOOLV�
KDG�D�PRPHQW�RI�VWRSSDJH�EHFDXVH�VRPH�FODULW\�ZDV�QHHGHG�ZLWK�UHVSHFW� WR�WKH�
QRWLILFDWLRQV� RI� WKH� JRYHUQPHQW� ZKLFK� VXEVHTXHQWO\� FDPH�� DQG� VLQFH� WKH\� ZHUH�
VXSSO\LQJ�LQWR�WKH�DJULFXOWXUH�VHFWRU��,�WKLQN�WKH\�ZHUH�DOO�JLYHQ�WKH�FOHDUDQFH�WR�JR�
IRUZDUG�� %XW� DV� \RX� NQRZ�� LQ� WKH� UHVXOWV� ZH� KDG� DOUHDG\� KLJKOLJKWHG�� 5DOOLV� ORVW�
DERXW� DSSUR[LPDWHO\� 5V�� ���RGG� FURUH RI� WXUQRYHU�� ZKLFK� ZDV� D� VKLSPHQW� ZKLFK�
ZDV� PHDQW� WR� JR� RXW� DQG� GLGQ
W� JR� RXW� EHFDXVH� RI� ORJLVWLFV LVVXHV�� $QG� ZH� GR�
EHOLHYH�WKDW�SDUW�RI�WKDW�ZRXOG�EH�UHIOHFWHG�LQ�WKH�TXDUWHU�RQH�RI�WKH�FXUUHQW�\HDU�

:LWK�UHVSHFW�WR�7DWD�&KHPLFDOV��,�ZRXOG�VLPSO\�VD\�WKDW�WKH�GHPDQG�VHFWRUV�ZKLFK�
DUH� KROGLQJ� RQ� ILQH�� ZH� KDYH� D�PHWULF� E\� ZKLFK� ZH� DUH�PDQDJLQJ� RXU� FXVWRPHU�
EDVH�DQG�RXU�GHPDQG�VHFWRUV��7KH�GHPDQG�VHFWRUV�ZKLFK�DUH�KROGLQJ�RQ�ILQH�DUH�
UHODWHG�WR�WKH�IRRG�DQG�SKDUPD�VHFWRU��7KH�VHFWRUV�ZKLFK�DUH�XQGHU�SUHVVXUH�DUH�
WKH�RQHV�ZKLFK�DUH� UHODWHG� WR� WKH $XWR�DQG 5HDO (VWDWH�ZHUH�SULPDULO\� VRGD�DVK�
JRHV�IRU�WKH�IODW JODVV��&RQWDLQHU�JODVV�UHODWLYHO\�LV��,�ZRXOG�VD\� PRGHUDWH�LQ�WHUPV�
RI�WKH�LPSDFW� QRW�YHU\�KLJK��PDLQO\�EHFDXVH�WKH�FRQWDLQHU�JODVV�LV�VHHQ�DV�D�SDUW�
RI� WKH� SDFNDJLQJ VROXWLRQ�� $OVR� WKH� GHWHUJHQW� VHFWRU� ZKLFK� ZH� VXSSO\ VRGD� DVK�
OLJKW� ZLWKLQ ,QGLD�� ,� WKLQN� WKDW� KDV� EHHQ� KROGLQJ� RQ� ILQH�� ,Q� IDFW�� WKH� NH\� LVVXH� RI�
GLVWXUEDQFH�ZDV�PRUH�IURP�WKH�FXVWRPHU�XQLWV� LQ WKH�FRQWDLQPHQW�]RQH�QRW�DEOH�WR�
VWDUW� LPPHGLDWHO\�� $QG� DV� VRRQ� DV� WKH\� VWDUWHG�� ,� WKLQN� RXU� XQLWV� ZHUH� EDFN� RQ�
VXSSO\LQJ�WR�WKHP�

6R�SURWHFWLQJ��DV�,�VDLG��SURWHFWLQJ RXU�HPSOR\HHV�DQG�DVVHWV�DQG�VHFRQG�RQH�ZDV�
DERXW�ORRNLQJ�DW�IL[HG�FRVW�DQG�WKH�YDULDEOH�FRVW��:H�KDYH�GRQH�D�JRRG�MRE�LQ�WHUPV�
RI�ORRNLQJ�DW�WKRVH�FRVW�HOHPHQWV��$QG�E\�WKH�WLPH�ZH�FRPH�WR�TXDUWHU�RQH�UHVXOWV��
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\RX� ZRXOG� VHH� WKH� UHVXOWV�� ,� GRQ
W� ZDQW� WR� PDNH� DQ\� IRUZDUG�ORRNLQJ� VWDWHPHQW�
KHUH��%XW�DOO� ,� FDQ�VD\� LV� WKDW�ZH�DUH� LQ�JRRG�VKDSH�DV� IDU�DV� WKDW� LV FRQFHUQHG��
$OVR� LQ�WHUPV�RI�FDSH[�� ,� WKLQN�WKH�WHDPV�KDYH�VKDYHG�RII�FDSH[��<RX�ZRXOG�VHH�
WKDW E\�WKH�WLPH�ZH�GHFODUH�WKH�ILUVW�TXDUWHU�UHVXOWV��WKH�UHVXOW�RI�WKH�H[HUFLVH�ZKLFK�
KDV� EHHQ� RXU� XQGHUWDNHQ� ZLWKRXW� LPSDFWLQJ� RXU� ORQJ�WHUP� SURVSHFWV�� WKH� WHDPV
KDYH� GRQH� D� JRRG� MRE� LQ� WHUPV� RI� SURWHFWLQJ� WKH� FDSLWDO� ZLWKLQ� WKH� FRPSDQ\�� ,Q�
DGGLWLRQ�WR�WKDW��WKH�ILQDQFH�KDV DOVR�GUDZQ�GRZQ�ZKHUHYHU�IDFLOLWLHV�ZHUH�DYDLODEOH�
WR�HQVXUH� WKDW�ZH�KDG�HQRXJK� OLTXLGLW\� LQ� WKH�V\VWHP� LQ� WKH�VKRUW� UXQ��$QG� LQ� WKH�
ORQJ� UXQ� ZH�GR�KRSH� WKDW�ZH�SORXJK EDFN� WKLV�FDSLWDO� LQWR�SURGXFWLYH�XVH�DV�ZH�
FRPH�RXW�RI�WKLV�SDQGHPLF�DQG�RXU�FXVWRPHUV�FRPH�RXW�RI�WKH�SDQGHPLF�

,Q�WKH�PHGLXP�DQG�ORQJ�WHUP��ZKLFK�LV�ZKDW� ,�ZDQW�WR�IRFXV RQ��RXU�DSSURDFK�KDV�
EHHQ� WR� ORRN� DW� WKLV� FRPSDQ\� ZLWK� D� OHQV� SRVW� WKH� GHPHUJHU� RI� WKH� FRQVXPHU�
EXVLQHVV�DV�WR�D�FRPSDQ\�ZLWK D EURDGO\�WKUHH�H[LVWLQJ�SLOODUV��DQG�WKH�IRXUWK�SLOODU�
LV�VWLOO� LQ� WKH�IRUPDWLRQ�� LW
V�VWLOO� LQ�D�YHU\�HDUO\�VWDJH��D� ORW�RI�ZRUN� LV�KDSSHQLQJ� LQ�
GHYHORSPHQW��EXW�QRW�PXFK�LQ�WHUPV�RI�WKH�FXVWRPHU RUGHUV�RU�FXVWRPHU�UHYHQXHV��
$QG�ZKLOH�D�ORW�RI�SUHZRUN�LV�JRLQJ�RQ��ORW�PRUH�QHHGV�WR�EH�GRQH��ORW�PRUH�YLVLELOLW\�
QHHGV� WR� KDSSHQ� RQ� WKDW�� ,� ZLOO� H[SODLQ� ZKDW� WKH� IRXU VHFWRUV� DUH� DV� ZH� PRYH�
IRUZDUG�

7KH�ILUVW�VHFWRU�ZKLFK�ZH�DUH� IRFXVHG RQ� LV�ZKDW� ,�FDOO�DV�3HUIRUPDQFH�0DWHULDOV�
DQG� WKLV� DUH PDLQO\� PDWHULDOV� ZKLFK� JR� LQWR� YDULRXV� RWKHU� VHFWRUV� ZKHUHLQ� WKH\
H[SODLQ�WKH�FKDUDFWHULVWLF�RI�WKH�XVHU�SURSHUWLHV��ZKHWKHU�LW�EH�WKH�SURSHUWLHV�DQG�LQ
WKH�XVH�RI�JODVV��ZKHWKHU�LW�LV�XVHG�LQ�WKH�SURSHUWLHV�LQ�WHUPV�RI�WKH�WLUHV��ZKHWKHU�LW�
EH� WKH� XVH� RI� SURSHUWLHV�� WKH� XVH� RI� GHWHUJHQW�� WKHVH� DOO� DOWHU� WKH� SHUIRUPDQFH�
FKDUDFWHULVWLF�RI FXVWRPHU�LQGXVWU\��$QG�EURDGO\�WKH�WZR�ELJ VHJPHQWV RI�SURGXFWV�
LQ� WKLV�DUH�RXU VRGD�DVK�DQG�DOO�SURGXFWV� UHODWHG� WR� WKH�KDORJHQ�JURXS�DV�ZHOO�DV�
VLOLFD�ZKLFK�LV�D�QHZ�EXVLQHVV�ZKLFK�KDV�FRPH�LQ�LQ�WKLV�SLHFH�

7KH� VHFRQG� SLOODU� RI� WKH� FRPSDQ\� LV� WKH� 1XWULWLRQ� 6FLHQFH�� $QG� LQ� WKH� 1XWULWLRQ�
6FLHQFH� ZH� KDYH� ELFDUERQDWH�� ZKLFK� LV� ERWK� SKDUPD� DQG� IRRG� JUDGH� DQG� IHHG�
JUDGH�� DQG�VDOW�ZKLFK� LV� IRRG�JUDGH�ZKLFK� LV� WKH�EXON�� RQH�ELJ� SDUW� RI� WKDW� LV� WKH�
ORQJ�WHUP�VXSSO\�DJUHHPHQW�ZLWK�7&3/��$QG�DOVR�QHZ�SURGXFWV�ZKLFK�DUH�FRPLQJ�
LQ� OLNH� QXWUDFHXWLFDOV� ZKLFK� LV� WKH� )UXFWR�ROLJRVDFFKULGH DQG� RXU� SLORW� IDFLOLW\� LQ�
1DQGHG ZKLFK�LV�EHLQJ�VHW�XS�IRU�QDWXUDO�H[WUDFWV��ZKLFK�LV�JRLQJ�WKURXJK�D�VHW�RI�
SHULRG�� 6R�� EURDGO\� WKLV� LV� JRLQJ� WR� EH� QXWULWLRQ� DQG� QXWULWLRQ� VFLHQFH� UHODWHG�
SURGXFWV�� $QG� LW� JRHV� WR� YDULRXV VHFWRUV� ERWK� IHHG�� IRRG�� DV� ZHOO� DV� WR� SKDUPD�
VHFWRU�

7KH�WKLUG�SLOODU�LV�HQWLUHO\�LQ�RXU�VXEVLGLDU\��WKH�$JUL�6FLHQFH��$JUL�6FLHQFH�LV�EHLQJ�
KDQGOHG�SULPDULO\�E\�5DOOLV DQG�ZH�ZRXOG�EH�D�JRRG�VKDUHKROGHU�RI�WKDW�HQWLW\�DQG�
ZH� ZRXOG� ZDQW� WKDW� HQWLW\� WR� SHUIRUP� DV� D� JRRG� VXEVLGLDU\�� $QG� DV� DQG� ZKHQ�
RSSRUWXQLW\� FRPHV�� ,� WKLQN� ZH� ZLOO� ORRN� DW� SXWWLQJ� DV� PXFK� LQYHVWPHQW� LQWR� WKDW�
EXVLQHVV�DV�LV�QHHGHG�

,Q� WHUPV�RI� WKH� ODVW SLOODU��ZKLFK� ,� WDON�DERXW�� LV�(QHUJ\�6FLHQFH��7KLV�RQH�� ,� WKLQN�
ZLWK�WKH�FXUUHQW�SDQGHPLF��PDQ\�RI�WKH�UHTXHVWV�ZKLFK�ZH�KDG�IURP�FXVWRPHUV�ZLOO�
IDFH� WKH GHOD\V� VR� ZH� DUH� DOVR� RSWLPL]LQJ� RXU� FDSLWDO� VSHQG� RQ� WKLV� DV� ZH� JR�
IRUZDUG�

6R� EURDGO\� IRXU� SLOODUV�� YHU\� IRFXVHG� WZR� SLOODUV� RI� WKH� FRPSDQ\�� 3HUIRUPDQFH�
0DWHULDOV� DQG�1XWULWLRQ�6FLHQFH��7KH� WKLUG�RQH��$JUL� 6FLHQFH LV� LQ� RXU� VXEVLGLDU\��
DQG�WKH�IRXUWK�SLOODU�LV�VWLOO�IRUPDWLYH�VWDJH�ZKHUH�ZH�MXVW�KDYH�DFTXLUHG�WKH�ODQG� LQ�
'KROHUD�DQG�ZH�KDYH�VHWXS�SLORW�DQG�WHVWLQJ�IDFLOLWLHV�LQ�RXU�5	' ODE�
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1RZ� JRLQJ� EDFN� WR� WKH� EXVLQHVV� SHUIRUPDQFH� LWVHOI�� :H� KDG� D� SUHWW\� VWDEOH�
TXDUWHU�� DQG� ,� WKLQN� WKHUH�ZHUH�SUHWW\�VWHDG\�YROXPHV DFURVV� WKH�JHRJUDSK\��DQG�
RXU�EXVLQHVVHV�DUH�IDLUO\�UHVLOLHQW��$QG�LQ�D�ZD\� ,�WKLQN�WKH\�DUH�DOVR�LPPXQH�WR�WKH�
LQWHQVLW\�RI�WKH�SDQGHPLF�DV�ZH�VSHDN��%XW�QRW IXOO\�LQVXODWHG��,�PXVW�VD\��EHFDXVH�
FHUWDLQ� VHFWRUV� ZKLFK� DUH� LQ� IODW� JODVV� DUH� XQIRUWXQDWHO\�� IXOO\� UHIOHFWLYH� RI� WKH�
GHPDQG VLWXDWLRQ�WKRVH�VHFWRUV�DUH�IDFLQJ��%XW�RYHUDOO��ZH�GR�EHOLHYH�WKDW�WKHUH�LV�D�
JRRG�EDODQFH�RI�PL[�LQ�RXU�RSHUDWLRQ�

,Q� WHUPV�RI� WKH�ZD\�ZH�DUH� ORRNLQJ�DW� LW�� ,� WKLQN� WKH�EXVLQHVVHV�ZKLFK�DUH�VHUYLQJ�
PDUNHWV�� ZKLFK� DUH� FORVH� E\� EXVLQHVVHV� ZKLFK� DUH� VHUYLQJ� PDUNHWV� ZKLFK� DUH�
FRQWLQXRXV�FRQVXPSWLRQ�ZLOO�EH� IDLUO\�VWDEOH��$QG�EXVLQHVVHV�ZKLFK�DUH�VXSSO\LQJ�
LQWR�PDUNHWV�ZKLFK�DUH�IDU�IOXQJ��DQG�WKRVH�ZLOO�KDYH�D�JUHDWHU�SUHVVXUH�EHFDXVH�RI�
ORJLVWLF� LVVXHV��$QG� WKLV� \RX�KDYH�H[SHULHQFHG�DV�D�VHFRQG�RUGHU�SUREOHP�RI� WKH�
SDQGHPLF�� 6R�� VKLSPHQWV� IURP� .HQ\D� IRU� H[DPSOH�� JRW� LPSDFWHG� VKLSPHQWV� WR�
7KDLODQG� VKLSPHQWV� WR� ,QGLD�� WKH\�DOO�JRW� LPSDFWHG�EHFDXVH�RI� WKH� ORJLVWLF� LVVXHV�
ZKLFK�KDYH�VLQFH�EHHQ�FRUUHFWHG��+RSHIXOO\� JRLQJ� IRUZDUG��ZH�ZLOO�QRW� IDFH�VXFK�
ORJLVWLF�LVVXHV�DV�ZRUOG�OHDUQW KRZ�WR�OLYH�ZLWK�WKLV�FULVLV�

2XU�HIIRUWV�DUH� ODUJHO\� WR�JHW�RXU�RSHUDWLRQV� IXOO\�EDFN�RQ� WUDFN�� ,� WKLQN� WKH�XQLW� LQ�
WKH� 8�.� LV� UXQQLQJ� DOPRVW� DW� ������ WKH� XQLW� LQ� 0LWKDSXU� WKH� VDOW� DQG� WKH�
ELFDUERQDWH�XQLWV�DUH�UXQQLQJ�SUHWW\�PXFK�WR�WKH�IXOO�FDSDFLW\��7KH�VRGD�DVK�XQLW�LV�
RQ�LWV�ZD\�EDFN�WR�IXOO�FDSDFLW\��LW
V�UXQQLQJ�DW�DERXW����������RI�FDSDFLW\�DQG�ZH�
DUH� VHHLQJ� LPSURYHPHQW� HYHU\�ZHHN WKHUH�� 7KH�XQLW� LQ�8�6�� KDV� WRQHG� GRZQ� WKH�
SURGXFWLRQ�VOLJKWO\�WR�PHHW�ZLWK�WKH�PDUNHW�GHPDQG�DQG�DOVR�WR�HQVXUH�WKH�ORJLVWLF�
FRQVWUDLQWV�GRQ
W�SXW�SUHVVXUH�EDFN�RQ LWV VWRFNLQJ�IDFLOLWLHV�LQ�WKH�SODQW��

$OVR��DV�,�PHQWLRQHG��WKH�0DPEDWWX DQG�&XGGDORUH SODQWV QRZ�KDYH�SHUPLVVLRQ�WR�
UHVWDUW DQG ZH�DUH�VHHLQJ�JUHDW�WUDFWLRQ�IURP�FXVWRPHUV��HVSHFLDOO\�FXVWRPHUV�ZKR�
LQLWLDOO\�ZH�KDG�QRW�SODQQHG�DV�SDUW�RI�RXU�LQLWLDO�SRUWIROLR��7KLV�LV�D�GLUHFW�RXWFRPH�RI�
WKH�GH�ULVNLQJ�RI�VXSSO\�FKDLQ�ZKLFK�FXVWRPHUV�DUH�QRZ�VHHLQJ�DV�D�SUHWW\�FULWLFDO�
SDUW�RI�WKHLU�SRUWIROLR� DQG�DUH�UHDFKLQJ�RXW�WR�XV�IRU�VXSSOLHV�

/DVWO\�RQ�FDSH[��,�ZDQWHG WR�VWD\�WKDW�ZH�KDG�EURDGO\ VFDOHG�GRZQ�WKH�FDSH[�DQG�
\RX�ZRXOG�VHH� WKDW� LQ� WKH�QXPEHUV DV� WKH\�FRPH�RXW�RI� WKH� ILUVW�TXDUWHU��:H�KDG�
FRPPLWWHG�5V������FURUH� IRU� WKLV \HDU��EXW�ZH�DUH�VFDOLQJ� LW�GRZQ��$QG�WKDW�VKDUS�
VFDOH�GRZQ�ZLOO�DOVR�HQVXUH�WKDW�RXU�ILQDQFLDO�FDSLWDO�EDODQFHV�SUHWW\�PXFK�UHPDLQ�
SURWHFWHG�

6R� ,� WKLQN�RQH�RI� WKH� WKLQJV� ,� MXVW�ZDQWHG� WR�KLJKOLJKW� LV� WKDW�DV�ZH�ZHQW� LQWR� WKLV�
SDQGHPLF��ZH�ZHQW�LQWR�WKRVH�ZLWK�D�SUHWW\�VWURQJ�EDODQFH�VKHHW��ZH�ZHQW�LQWR�WKLV�
ZLWK�D�SUHWW\�VRXQG�VWUDWHJ\��ZH�ZHQW� LQWR� WKLV�ZLWK� YHU\�VRXQG�RSHUDWLRQ��6R�ZH�
DUH�H[WUHPHO\�FRQILGHQW�WKDW WKLV�LV�JRLQJ�WR�EH�D�SRVLWLYH�IRU�XV��:H�DUH�VHHLQJ�D�
YHU\�� YHU\� VWURQJ� UHVLOLHQW� SXOO� IURP� RXU� FXVWRPHUV�� $QG� ZH� IHHO�PRUH� HQHUJL]HG
DERXW�RXU�SRVLWLRQV��HYHQ�DV�ZH�KDYH�VSHQW� WZR�PRQWKV�JRLQJ� WKURXJK� WKLV� SRLQW�
$OVR�,�PXVW�DGG D�ELW�RI�ZRUG�DERXW�RXU�HPSOR\HHV��,�WKLQN�WKH\�KDYH�EHHQ�WHUULILF�
GXULQJ�WKLV�FKDQJH�DQG�PRVW�RI�WKHP�RU DOO�RI�WKHP�KDYH SLYRWHG�WR�GLJLWDO�ZRUN�ZLWK�
WKH�VSHHG�ZKLFK�ZH�KDG�QRW�DQWLFLSDWHG��2XU�EXVLQHVV�FRQWLQXLW\� SODQ�QHYHU�KDG�
WKLV�SDQGHPLF�DV�D�ULVN��%XW�DOO�,�FDQ�VD\�LV�WKDW� KDYLQJ�JRQH�WKURXJK�LW��LW�ZDV�JRRG�
WKDW�ZH�GLG�KDYH�D�EXVLQHVV�FRQWLQXLW\�SODQ�DQG�D�ORW�RI�WKH�HOHPHQWV�WR�WKH�SODQ�GLG�
SOD\�LQWR�WKLV SURFHVV�

:H�DUH�DOVR�YHU\��YHU\�FOHDU�WKDW�WKLV�LV�DOVR�JRLQJ�WR�PDNH�VXUH�WKDW�WKH�VWURQJHU�
FRPSDQLHV�FRPH�RXW�ZLWK�VWURQJHU�UHODWLRQVKLSV�ZLWK�WKHLU�FXVWRPHUV��$QG�ZH�KRSH�
WKDW� WKH�RXWFRPH�RI� WKLV�SDQGHPLF� LV�JUHDWHU�PDUNHW�VKDUH�DQG�JUHDWHU�JURZWK�IRU�
SURGXFWV ZKLFK�ZH�DOO�ZDQW�WR�GULYH�LQ�WKH�IXWXUH�



3DJH�� RI���

:LWK�WKHVH�RSHQLQJ�UHPDUNV��, ZRXOG�OLNH�-RKQ�WR�PDNH�KLV�RSHQLQJ�FRPPHQWV�

-RKQ�0XOKDOO� *RRG�PRUQLQJ��HYHU\RQH�� ,�ZRXOG� OLNH� WR�JR�EDFN�DQG�KLJKOLJKW� D� IHZ�SRLQWV� IURP�
RXU�4XDUWHU���)<�
���5HVXOWV�WKDW�ZH�VHQW�RXW�RQ�)ULGD\�QLJKW EHIRUH�ZH�JHW�EDFN�WR�
TXHVWLRQV�RQ�WKH�IXWXUH�

)LUVWO\��\RX�ZLOO�VHH�WKH�HIIHFW�RI�WKH�GHPHUJHU�RI�WKH�FRQVXPHU�SURGXFWV�EXVLQHVV�
XQLW WR� 7DWD� &RQVXPHU� 3URGXFWV� /LPLWHG�� <RX ZLOO� QRWH� WKH� H[FHSWLRQDO� JDLQ� RQ�
GLVSRVDO�RQ�OLQH��� RI�WKH�VWDQGDORQH�DFFRXQWV��,Q�DGGLWLRQ�WR�WKLV��WKH�PHUJHU�RI�%LR�
(QHUJ\�9HQWXUH �� �0DXULWLDQ HQWLW\� KROG�FR��7KLV�UHVXOWV�LQ�ERWK�HOLPLQDWLRQ�RI�WKH�
TXDUWHUO\� SUHIHUHQFH� VKDUH� IRUHLJQ� H[FKDQJH� WUDQVODWLRQ� ZH� XVHG� WR� VHH� WKURXJK�
WKH� RWKHU� LQFRPH� OLQH� RI WKH� VWDQGDORQH� DFFRXQWV DQG� IRU� RQH� WLPH� RQO\�� WKH�
UHVWDWHPHQW�RI�SULRU�\HDU�FRPSDUDWLYHV�WR�WDNH�DFFRXQW�RI WKH�HIIHFWLYH�GDWH�RI�WKH�
WUDQVDFWLRQ�EHLQJ $SULO��VW� �����

6SHFLILFDOO\�KHUH� LI�\RX�FRPSDUH�WKH�UHSRUWHG RWKHU�LQFRPH DV�OLQH��% IRU�WKH�\HDU�
WR�0DUFK����� ZLWK�WKHVH�DFFRXQWV� ZKLFK� LV�5V���������FRUH� DJDLQVW� WKH���VW�RI�
0DUFK������ DFFRXQWV��ZHUH�ZH�KDYH�VKRZQ�5V���������FURUH�� WKLV�GLIIHUHQFH�RI�
5V�� ��� FURUH LV� );� JDLQ� RQ� WKH� %LR� SUHIHUHQFH� VKDUHV� UHFRUGHG� LQ� WKH� \HDU�WR�
0DUFK�������7KLV�LV�QRZ�HOLPLQDWHG DQG JRLQJ�IRUZDUG�ZH�ZLOO�QRW�EH�VKRZLQJ�DQ\�
RI�WKHVH�);�GLIIHUHQFHV�LQ�WKH�DFFRXQWV�

$QG� VLPLODUO\�� \RX�ZLOO� QRWLFH� D� UHGXFWLRQ� LQ� WKH�3%7� OLQH�� DW� OLQH� ��� RI� WKH� 6(%,
VKHHW�� RI� 5V�� ������ FURUH�� $QG� WKLV� DJDLQ� UHODWHV� WR� WKH� HOLPLQDWLRQ� RI� );� LQ� %LR�
9HQWXUHV��

1RZ��VHWWLQJ�WKRVH�FKDQJHV�LQ�SUHVHQWDWLRQ�DVLGH��WKH QXPEHU�RI�RQH�RIIV DQG QRQ�
UHFXUULQJ� LWHPV� ,� WKLQN� \RX� VKRXOG� GUDZ� DWWHQWLRQ� WR� EHIRUH� ZH� JHW� EDFN� LQWR� WKH�
RSHUDWLRQDO� DVSHFWV� RI� WKH� EXVLQHVV�� $QG� WKH� VWDQGDORQH� UHVXOWV� VKRZ� QRWH� D�
UHGXFWLRQ� OLQH� ��% RWKHU� LQFRPH�� WKLV� LV� GRZQ� 5V�� ��� FURUH� LQ� WKH� TXDUWHU DIWHU�
DFFRXQWLQJ�IRU�UHGXFHG�EDQN�LQWHUHVW� LQFRPH��ERWK�IL[HG�GHSRVLWV�DQG�PXWXDO�IXQG�
UHWXUQV�RI�5V�����FURUH DQG�D� UHGXFHG�GLYLGHQG� IURP�RXU� ,0$&,'� MRLQW� YHQWXUH�RI�
5V�� ��� FURUH�� 6RPH� DUH� RWKHU� VPDOO� GLIIHUHQFHV� LQ� UHQWDO� LQFRPH� DQG� JXDUDQWHH�
FRPPLVVLRQ�FKDUJHG�WKURXJK�WKHUH�DV�ZHOO� 7KLV�LV DOVR�WKH�UHDVRQ�IRU�WKH�LQFUHDVH�
LQ�XQDOORFDWHG�H[SHQVH��\RX�ZLOO�VHH�DW 3DJH����RI�WKH�6(%,�VKHHW�RQ�WKH�VHJPHQW�
DQDO\VLV�

7KH�OLQH���'��HPSOR\HH�EHQHILWV�LQFUHDVHG�E\�5V�����FURUH RYHU�WKH�VDPH�TXDUWHU�
ODVW�\HDU��7KLV� LV� WKH�QRUPDO�SD\� LQFUHDVH DV�ZHOO�DV�DQ� LQFUHDVH�LQ�WKH�H[SHQVHV�
UHODWHG�WR�SRVW�UHWLUHPHQW�EHQHILWV�DQG�DOVR�DFFUXHG� OHDYH�HQFDVKPHQW JHQHUDWHG�
E\�D�FKDQJH�LQ�HIIHFWLYH�GLVFRXQW�UDWHV���,W�LV�5V�����FURUH�IRU�WKH�TXDUWHU�DQG�IRU�WKH�
\HDU� LW
V DERXW� 5V�� ��� FURUH�� $QG� LQ� OLQH� �*�� ZH� KDYH� DOVR� QRWHG D� UHGXFWLRQ� LQ�
ILQDQFH� FRVW RI�5V�� ��� FURUH LQ� WKH� TXDUWHU DQG� WKLV� LV� UHDOO\� WKH� UHIOHFWLRQ� RI� WKH�
UHSD\PHQW�RI�WKH�(&%�ORDQ�DQG�1&'V�LQ�2FWREHU�DQG�-XO\�ODVW�\HDU�

1RZ�RSHUDWLRQDOO\� LQ� ,QGLD�ZH�KDYH�EHQHILWHG� IURP�RXU�FRQWLQXRXV� IRFXV�RQ� IL[HG�
ZLWK�IDFWRU\�DQG�FRUSRUDWH�FRVWV� DQG�YDULDEOH�FRVW PDQDJHPHQW WR�RIIVHW�WKH�VRGD�
DVK�DQG�VRGLXP�ELFDUERQDWH�SULFH�UHGXFWLRQV��ZH�QRWLILHG�LQ�1RYHPEHU�ODVW�\HDU�WR�
PDLQWDLQ� RXU� FRQWULEXWLRQ� SRVLWLRQ�� 7KH� YROXPH� RI VRGD� DVK� ZDV� GRZQ� �����
ELFDUERQDWH� ZDV� GRZQ� ��� LQ� WKH� TXDUWHU DQG� WKDW
V� UHDOO\� WKH� HIIHFW� RI� WKH�
LPPHGLDWH� ORFNGRZQ� LQ� WKH� ODVW� SDUW� RI� 0DUFK�� &RVW� PDQDJHPHQW�� RXU IRFXV� RQ�
HIILFLHQW�SURFHVVHV�DQG� ORZHU�RYHUDOO�HQHUJ\�FRVW�DFWXDOO\�NHSW�XS�SURGXFWLRQ�FRVW�
EHORZ�ODVW�\HDU
V H[SHQVHV�



3DJH�� RI���

2XU� ,QGLD� FDVK� SRVLWLRQ�PRYHG� IURP� 5V�� ������ FURUH LQ� 'HFHPEHU� WR� 5V�� ������
FURUH� LQ�0DUFK��7KLV� UHGXFWLRQ�ZDV�5V������FURUH��DQG�RXU�&$3(;� LQ� WKH�TXDUWHU�
ZDV�5V������FURUH�� ,Q�DGGLWLRQ�WR�WKH�QRQ�RSHUDWLQJ LWHPV�,�WDONHG�DERXW�DERYH�� LQ�
WKH�VWDQGDORQH�DFFRXQWV��,Q�WKH�FRQVROLGDWHG�DFFRXQWV�\RX�ZLOO�QRWH� LQ�OLQH��� WKH�
UHGXFWLRQ� LQ�H[FHSWLRQDO� LQFRPH� IURP�D�FUHGLW�RI�5V�����FURUH� ODVW�\HDU� WR�QRWKLQJ�
WKLV�\HDU��7KHVH�UHODWHV�WR� OLTXLGDWLRQ�DQG�SHQVLRQ�ZULWHEDFNV�ODVW�\HDU�WKDW�ZRXOG�
QRW�UHFXU�

)RU� RXU� 1RUWK� $PHULFD� EXVLQHVV�� RXU� VDOHV� ZHUH� ������ WRQQHV� DQG SURGXFWLRQ
�������WRQQHV DKHDG�RI�WKLV�SHULRG�ODVW�\HDU��([SRUW�SULFHV�ZHUH�GRZQ�RQ�ODVW�\HDU�
DV� DQWLFLSDWHG�� EXW� WKLV� UHGXFWLRQ ZDV� PRUH� WKDQ� VXSSRUWHG� E\� UHGXFHG� HQHUJ\�
FRVWV� DQG� RSHUDWLRQDO� HIILFLHQFLHV�� KLJK� SURGXFWLRQ� WR� EULQJ� XS� FRQWULEXWLRQ� SHU�
WRQQH� MXVW� DKHDG� RI� ODVW� \HDU�� +LJKHU� VLWH� H[SHQVHV� UHGXFHG WKH� RYHUDOO�
SHUIRUPDQFH� WR� MXVW�EHORZ� ODVW� \HDU��3URGXFWLRQ�ZDV�DURXQG����DERYH� ODVW� \HDU��
ZLWK�VDOHV�PRPHQWXP�DERYH� ODVW�\HDU�DV�ZHOO� 2YHUDOO�SURILW� LQ�1RUWK�$PHULFD IRU�
WKH� TXDUWHU� ZDV� MXVW� EHKLQG� ODVW� \HDU�� WKRXJK� ZH� DUH� DKHDG� RI� WKH� IXOO� \HDU�
H[FHSWLQJ IRU�WKH�5V������FURUH�QRQ�UHFXUULQJ�FUHGLW�ZH�UHFHLYHG�ODVW�\HDU�

,Q� 7DWD� &KHPLFDOV� 0DJDGL�� VDOHV� YROXPHV� ZHUH� GRZQ� ��� LQ� WKH� TXDUWHU� GXH� WR�
GLVSDWFK�GHOD\V�HIIHFWLYHO\��DQG�SDUWO\�D�&29,'����UHODWHG�YHVVHO�WKDW�ZDV�GHOD\HG�
JRLQJ�WR�,QGLD��)XOO�\HDU�SURGXFWLRQ�ZDV�DURXQG�����RI�ODVW�\HDU��VOLSSLQJ�IURP�WKH�
����UXQ�UDWH�ZH�KDG�LQ�WKH�TXDUWHU�WR�'HFHPEHU��$QG�0DJDGL�ZDV�DIIHFWHG�E\�WKH�
VDPH�VHOOLQJ�SULFH�SUHVVXUH�ZH�KDG�LQ�6RXWKHDVW�$VLD�DV�7&1$�KDV�VHHQ��7KLV�LV�
SDUWLDOO\�RIIVHW�E\ IL[HG�FRVW�FRPSUHVVLRQ�

7DWD�&KHPLFDOV�(XURSH� ZKLFK� UHSUHVHQWV� WKH� VRGD� DVK�DQG� VRGLXP�ELFDUERQDWH�
DQG�HQHUJ\�EXVLQHVV�XQLWV��6RGD�DVK�ZDV�DSSUR[LPDWHO\����DKHDG�RI�WKLV�TXDUWHU�
ODVW�\HDU��$QG�\HDU�WR�GDWH�RYHUDOO�VDOHV�ZHUH�UHGXFHG��EXW� WKLV�ZDV�RQO\�GRZQ�WR�
WKH� UHGXFWLRQ� LQ� WKH� ORZ�PDUJLQ� WUDGHG� VRGD� DVK� VDOHV��2YHUDOO� RXU�PDUJLQV� DUH�
DKHDG�RI�ODVW�\HDU��UHDOO\�GXH�WR�RYHUDOO�ORZHU�HQHUJ\�FRVWV��

%ULWLVK� 6DOW� VDOHV� YROXPHV� ZHUH� XS� VOLJKWO\� RQ� WKLV� SHULRG� ODVW� \HDU�� EXW� EHWWHU�
FRQWULEXWLRQ�PDQDJHPHQW�DOVR�NHSW�WKH�SHUIRUPDQFH�DKHDG�RI�ODVW�\HDU��

$QG� ILQDOO\�� WKH� FRQVROLGDWHG� FDVK� ZDV� 5V�� ������ FURUH�� DQG� QHW� ZDV� 5V�� ������
FURUH�

1RZ�� ZLWK� WKDW�� ZH�ZLOO� RSHQ� WKH� IORRU� XS� WR� TXHVWLRQV DQG� ,� KDQG� LW� EDFN� WR� WKH�
PRGHUDWRU��7KDQN�\RX��

0RGHUDWRU� 7KDQN� \RX� 7KH� ILUVW� TXHVWLRQ� LV� IURP� WKH� OLQH RI�5LGGKHVK�*DQGKL� IURP�'LVFRYHU�
&DSLWDO��

5LGGKHVK�*DQGKL� ,I� \RX� FRXOG� MXVW� NLQG� RI� FRPPHQW� ZH� KDYH� EHHQ� UHDGLQJ� LQ SUHVV� DURXQG� WKH�
SRWHQWLDO� DQWL�GXPSLQJ� GXW\� LQ� ,QGLD� ZLWK� UHJDUGV� WR� VRGD DVK�� 6R� LV� WKHUH� DQ\�
XSGDWH�RQ�WKDW"

5��0XNXQGDQ� ,�ZLOO�OHW�=DULU�DQVZHU�WKDW��,�WKLQN�WKH EURDG VHQVH ZKLFK�ZH�KDYH�IURP�JRYHUQPHQW�
LV�� ,� WKLQN�� LW� LV� QRW� MXVW� KHUH� JRYHUQPHQW� DURXQG�� HVSHFLDOO\� ZKHUH� WKHUH� DUH�
GRPHVWLF�FDSDFLWLHV�SUHVHQW� , WKLQN WKH�VHQVH�ZH�KDYH�LV�PRVW�JRYHUQPHQWV ZDQW
WR�SURWHFW�WKHLU�GRPHVWLF FRPSDQLHV� $QG�,�WKLQN�WKDW�WKDW
V�WKH�EURDG�VHQVH��$QG�LI�
\RX� ORRN� DW� WKH�PDUNHW�� RXU� H[SRUWV�� IURP� ,QGLD� ZH� GRQ
W� H[SRUW� D� ORW�� LW
V�PDLQO\�
GRPHVWLF� VXSSOLHV��8�.� DOVR� LW
V� IDLUO\� GRPHVWLF�� LW� LV�QRW�H[SRUWLQJ�PXFK�RU� YHU\��
YHU\� OLWWOH� LI� DW� DOO�� $QG� LI� \RX� ORRN� DW� 8�6��� ODUJHO\� GRPHVWLF�� EXW� H[SRUWV� JR� LQWR�



3DJH�� RI���

PDUNHW�ZKHUH�WKHUH�LV�QR�GRPHVWLF�FDSDFLW\�� ,Q�6RXWKHDVW�$VLD�DQG�/DWLQ�$PHULFD�
WKHUH�LV�QR�GRPHVWLF�FDSDFLW\��6R�,�WKLQN�WKLV�HQYLURQPHQW�ERGHV�ZHOO�IRU�FRPSDQLHV�
ZKLFK� KDYH� GLVWULEXWHG�PDQXIDFWXULQJ�� %XW� KDYLQJ� VDLG� WKDW�� $'' LV� D� YHU\� ,QGLD�
VSHFLILF�LVVXH

=DULU�/DQJUDQD� 6R�MXVW�WR�JLYH�\RX�DQ�XSGDWH�RQ�ZKHUH�ZH�DUH�RQ�WKDW��RU�ZKHUH�WKH�LQGXVWU\�DQG�
WKH� DXWKRULWLHV� DUH� RQ� WKDW�� $V� ZH� VSHDN�� DQWL�GXPSLQJ� LQYHVWLJDWLRQV� KDYH� EHHQ�
LQLWLDWHG� DJDLQVW� VRGD� DVK� LPSRUWV� IURP� 7XUNH\� DQG� 1RUWK� $PHULFD� 7KH�
LQYHVWLJDWLRQ� LV�XQGHU�SURJUHVV DQG�SXEOLF�KHDULQJV�KDYH�QRW�EHHQ�KHOG� WKLV�\HDU��
6R� ,� EHOLHYH� WKLV� PLJKW� WDNH� D� ZKLOH� WR� SDQ� RXW� LQ� WHUPV� RI� IROORZLQJ� WKH� HQWLUH�
SURFHVV��7KHUH�LV�DOVR�DQ�DQWL�VXEVLG\�LQYHVWLJDWLRQ�DJDLQVW�7XUNLVK�LPSRUWV�RI�VRGD
DVK�

5LGGKHVK�*DQGKL� $QG�WKH�RWKHU�TXHVWLRQ�LV�ZLWK UHJDUGV�WR�\RXU�SULFLQJ�LQ�,QGLD��JLYHQ�WKH�H[FKDQJH�
UDWH� GHSUHFLDWLRQ� JLYHQ� WKH� VOLJKW� GHFUHDVH� LQ� WKH�5HDO�(VWDWH� GHPDQG�RU� KHDY\�
FDUV DQG�ZLWK�WKH�GHPDQG�VXSSO\�G\QDPLFV��FDQ�\RX�FRPPHQW�RQ�ZKHUH�\RX�VHH�
WKH�UXSHH�DFWXDOO\�SULFLQJ�EHLQJ�LQ�,QGLD�DQG�LQ�SURILWDELOLW\"

5��0XNXQGDQ� 6R��,�WKLQN�=DULU�FDQ�DGG�WR�LW��,�WKLQN�RXU�SULFLQJ�DSSURDFK�RI� WKLV�KDV�DOZD\V�EHHQ�
RXU�LPSRUW�SDULW\�SULFLQJ��ZKLFK�PHDQV�DV UXSHH�DSSUHFLDWHV��ZH�ZLOO�KDYH�WR�UHGXFH
WKH�SULFH��LI�UXSHH�GHSUHFLDWHV� ZH�ZLOO�KDYH�WR�LQFUHDVH�WKH SDFH��$QG�WKDW�SDWWHUQ�
ZLOO�FRQWLQXH�WR KDYH�VRPH�LPSDFW LQ�WKH�ORQJ�UXQ��7KH�GLVWXUEDQFH�ZKLFK�ZH�VHH�LQ�
WKH�IODW�JODVV�PDUNHW��,�WKLQN�LV�QRW�RI�WKH�RUGHU�RI�PDJQLWXGH�LQ�WKH�VHQVH�WKDW�LI�\RX�
ORRN�DW� WKH�SURSRUWLRQ�RI�VDOHV�WR�IODW�JODVV�WR�WKH�VXSSO\�WKH�VRGD�DVK�� LW� LV�QRW�RI�
VXFK�D�KLJK�RUGHU�WR�FKDQJH�,QGLD�IURP�D�QHW�LPSRUWHU�WR�HYHQ D�EDODQFHG�PDUNHW�
ZH�ZLOO�FRQWLQXH�WR�EH�QHW�LPSRUWHU��6R��WKH�LPSRUW SDULW\�SULFLQJ�ZRXOG�FRQWLQXH�WR�
EH�WKH��=DULU��\RX�FDQ�DGG�WR�WKLV�

=DULU�/DQJUDQD� 1R��,�WKLQN�WKDW�WKDW�UHIOHFWV�RXU�VWDQFH�DV�IDU�DV�SULFLQJ�LQ�,QGLD�LV�FRQFHUQHG��6R�DV�
,� VDLG� ZH� FRQWLQXH� WR� UHIOHFW� WKH� SROLF\� RI� LPSRUW� SDULW\� SULFLQJ�� 2EYLRXVO\�� WKH�
FXUUHQW�FRQGLWLRQV�LQ�WKH�PDUNHWSODFH� ERWK�RQ�WKH�GHPDQG�DQG�VXSSO\�VLGH�SXVKHV�
XV� LQWR�D� OLWWOH�ELW�RI�D�ZDLW�DQG�ZDWFK�VLWXDWLRQ��%XW�ZH�ZLOO� FRQWLQXH� WR� IROORZ� WKH�
SKLORVRSK\�RI�LPSRUW�SDULW\�SULFLQJ�

0RGHUDWRU� 7KH�QH[W�TXHVWLRQ�LV�IURP�WKH�OLQH�RI�6XPDQW�.XPDU�IURP�0RWLODO�2VZDO��

6XPDQW�.XPDU� 0\�TXHVWLRQ� LV�UHJDUGLQJ�WKH�XVHU� LQGXVWU\� UXQQLQJ�DW� ORZHU XWLOL]DWLRQ��DQG�VR�WKH�
ORZHU�GHPDQG��6R�KRZ�LV�WKLV�JRLQJ�WR�LPSDFW�XWLOL]DWLRQ�DFURVV�JHRJUDSK\�DQG�KRZ�
WKLQJV�DUH�JRLQJ�WR�EH�IRU�WKH�FORVLQJ�LQYHQWRU\"

5��0XNXQGDQ� ,�WKLQN�,�KDYH�DOUHDG\�DGGUHVVHG�WKDW��,�WKLQN�ODUJHO\�WKH�GRPHVWLF�GHPDQG�KDV�QRW�
EHHQ� WKDW� PXFK� RI� DQ� LPSDFWHG� LVVXH� LQ� 8�.� DQG� WKH� 8�6�� 6HH�� QRQH� RI� WKHVH�
FRXQWULHV�KDG�WKH�ORFN�GRZQ�RI�WKH�VHYHULW\�ZKLFK�,QGLD�KDG��6R�,�WKLQN�WKH�VLWXDWLRQ�
WKHUH�LV�YHU\��YHU\�GLIIHUHQW�WKDQ�WKH�VLWXDWLRQ�WKDW�LV�LQ�,QGLD��$QG�LI�\RX� ORRN�DW�WKH�
LQWHUQDWLRQDO�VLWXDWLRQ��,�WKLQN�WKH�&KLQHVH�KDYH�DOUHDG\�PDGH�WKH�PRYH�LQ�WHUPV�RI�
DGMXVWLQJ� WKH� FDSDFLWLHV� LQ� OLQH� ZLWK� WKH� GHPDQG�� 7KDW
V� ZKDW� WKHLU SXEOLF�
DQQRXQFHPHQW VD\V��ZKLFK�ZH�DUH�SULY\�WR�DV�ZHOO�DV�\RX�ZRXOG�KDYH�VHHQ�LW�LQ�WKH�
SXEOLF� GRPDLQ�� $QG� WKDW� LV� D� ELJ�PRYH� IURP� WKHLU� VLGH�� HVSHFLDOO\� EHFDXVH� WKHVH�
ZDV WKH�RQO\�VRXUFH�RI�LQFUHPHQWDO�FDSDFLWLHV LI�FRXOG�FRPH� PDVVLYHO\�WKH\�ZRXOG�
KDYH�FRPH�RQO\�IURP�&KLQD��$QG�,�WKLQN�WKDW�LV�RII�WKH�WDEOH DV�ZH�VSHDN��DQG�WKDW�
VKRXOG�OHQG�LWVHOI�WR�WKH�DELOLW\�LQ�WKH�PDUNHW��$QG�DV�,�VDLG��D�ORW�RI�RXU�GLVORFDWLRQV�
KDYH�EHHQ�ORJLVWLFV OHG��7KH�HQWLUH�ORJLVWLFV� WHDP�LV�\HW�WR�UHPRYH�DOO�WKH�ZULQNOHV�
RXW�RI�ZKDW� LW�KDG�JRWWHQ� LQWR��$QG�LW� LV QRUPDO� LQ�D�VLWXDWLRQ�ZKHUH�FORVXUHV�ZHUH�
KDSSHQLQJ��WKH�SRUWV�ZHUH�RSHQLQJ� FORVLQJ� DQG�WKH�VWDII�DW�SRUWV�ZHUH�OHVV��:KLFK�
LV� ZK\� ,� VDLG�� WKH� SRUWLRQ� RI� GHPDQG� ZKLFK� LV� VXSSOLHG� WR� GRPHVWLF� PDUNHW� ZLOO
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UHPDLQ VWDEOH� 7KH� RQH� ZKLFK� LV� WUDYHOOLQJ� ORQJHU� GLVWDQFH� ZLOO� EH� LPSDFWHG�� QRW�
EHFDXVH� RI� FXVWRPHU LVVXHV�� LW� LV� DOVR� EHFDXVH� RI� WKH� ORJLVWLFV LVVXHV� ZKLFK� ZH�
KRSH�ZLOO�VWUDLJKWHQ�LWVHOI�RXW�DQG�IRXU�WR�ILYH�PRQWKV
�WLPH��6R�WKLV�LV�D�GLVORFDWLRQ��
FHUWDLQO\� LQ� WKH� ILUVW� TXDUWHU�� SDUW� GLVORFDWLRQ� LQ� WKH�VHFRQG�TXDUWHU��$QG�E\�ZKLFK�
WLPH��,�GR�EHOLHYH�WKDW�SURSHU� WUHDWPHQW�ZRXOG�DOVR�EH�DYDLODEOH� QRW� WKH�FXUH� WKH�
WUHDWPHQW�� $QG� KHQFH� SHRSOH� ZLOO� EH� OHVV� IHDUIXO� EXW� WKH� IHDU� ZLOO� VWLOO� EH� WKHUH��
SHRSOH�ZLOO�JR�DERXW�WKHLU�OLIH�LQ�D�ZD\�WKDW�WKH\�FDQ�PDQDJH�WKURXJK�WKHLU�ZHDULQJ�
PDVNV DQG� VRFLDO� GLVWDQFLQJ�� 7KHUH� ZLOO� EH� VRPH� VHPEODQFH� RI� QRUPDOF\�� %XW�
FHUWDLQO\��,�WKLQN�KRZ�WKH�GHPDQG�ZLOO�SOD\�RXW��,�WKLQN�ZH�DUH�QRW�YHU\�FOHDU�RQ�WKDW�

7KHUH�DUH�YHU\�FRPSOLFDWHG�G\QDPLFV�KHUH��/HW�PH�MXVW�VD\� RXU�OHDUQLQJ�IURP�8�.�
KDV�EHHQ�WKDW�EHFDXVH�EDUV�DQG�UHVWDXUDQWV�DUH�FORVHG��WKH�LQ�KRXVH�FRQVXPSWLRQ�
RI�GULQNV��RI�EHYHUDJHV�KDV�LQFUHDVHG��$QG�WKDW�KDV�PHDQW�WKDW�WKH�FRQWDLQHU�JODVV�
LQGXVWU\�LV�QRZ�VHHLQJ�D�PXFK�KLJKHU�SXOO�WKHQ�ZKDW�LW�XVHG�WR�JHQHUDOO\�KDYH��:H�
DUH� VHHLQJ� GHWHUJHQWV� GHPDQG� LQFUHDVH� HVSHFLDOO\� DV� SHRSOH� JR� GRZQ� WR� YDOXH�
EUDQGV��$QG� LQ� YDOXH�EUDQGV�� WKH�SURSRUWLRQ�RI� VRGD�DVK� LV�KLJKHU�DQG� WKHUH� LV�D�
JUHDWHU IRFXV�RQ�JUHDWHU�DPRXQW�RI�ZDVK�EHLQJ�GRQH�EHFDXVH�RI� WKLV &29,'�����
&HUWDLQO\� ,�WKLQN�LQ�KRPH�FRRNLQJ�KDV�PHDQW�WKDW�WKH�IRRG�SURGXFWV KDV�VHHQ�PXFK�
JUHDWHU� SXOO� LQ� WKH� UHWDLO� FKDLQ�� ,� WKLQN� WKDW� LV� JRLQJ� WR� FRQWLQXH�� ,� WKLQN� WKHUH� LV� D�
RXWFRPH�ZKLFK�QHHGV� WR�EH�SOD\HG�RXW��DQG�HDUO\�VLJQV�DUH�YLVLEOH� IURP�&KLQD� LV�
WKDW�WKH�YLHZ�ZKLFK�KDV�EHHQ�H[SUHVVHG�E\�PDQ\�WKDW�SHRSOH�ZLOO�PRYH�WR�SULYDWH�
WUDQVSRUWDWLRQ�IURP�SXEOLF�WUDQVSRUWDWLRQ��&KLQD�KDV�VHHQ�D�ELW�RI�LQFUHDVH��EXW�WKH�
LQFUHDVH�KDV�FRPH�PRVWO\�LQ�WKH�HFRQRP\�DQG�ORZHU�HQG�RI�WKH�PDUNHW��LW�KDV�QRW�
FRPH�LQ WKH�KLJKHU�HQG�RI�WKH�PDUNHW��:KHWKHU�WKLV�LV�D�VXVWDLQDEOH�WKLQJ��ZH�GRQ¶W�
NQRZ��$V�IDU�DV�5HDO�(VWDWH�LV�FRQFHUQHG��,�WKLQN�ZH�KDYH�D�YHU\�OLPLWHG�YLHZ�RQ�LW��
7KHUH�DUH�FRPSOLFDWHG�HOHPHQWV�EHLQJ�VDLG��%HFDXVH�RI�VRFLDO�GLVWDQFLQJ��SHRSOH�
DUH�VD\LQJ� WKDW�\RX�ZLOO�QHHG�PRUH�VSDFH�SHU�HPSOR\HH� DQG�\RX�ZLOO�QHHG�ODUJHU�
RIILFHV�WKDQ�VPDOOHU�RIILFHV�HYHQ�WR�DFFRPPRGDWH�OHVVHU�QXPEHU�RI�HPSOR\HHV��2I�
FRXUVH��WKDW�LV�FRXQWHUHG�E\�VD\LQJ�PDQ\�RI�WKH�MREV�FDQ�EH�GRQH�IURP�KRPH�DQG�
WKH\�ZRXOG�EH�VZLWFKHG�WR�ZRUN�IURP�KRPH� :H�ZLOO�VHH�KRZ�WKDW�SOD\V�RXW��6R�WKH�
TXHVWLRQ�PDUN� LV�RQ� WZR�VHFWRUV��EXW� WKDW�ZLOO� SOD\�RXW� LQ� WKH�QH[W���� WR���� WR����
PRQWKV��ZH�ZLOO�DW�OHDVW�VHH�VRPH�HDUO\�VLJQV��%XW�WKDW
V�RQO\�D�VPDOO�SHUFHQWDJH�RI�
WKH�GHPDQG�DQG�ZH�KRSH�WR�SLYRW�WKDW�GHPDQG��%XW�DOVR�OHW�PH�VD\�WKDW�GHPDQG�LV�
QRW�JRLQJ�WR�FROODSVH�WR�]HUR��WKH�GHPDQG�ZLOO�PRYH�WR�VRPH�QXPEHU�ZKLFK�LV�PRUH�
VOLJKWO\� ORZHU��PRUH�PRGHUDWH��$QG�KHQFH��RXU� YLHZ� VWLOO� UHPDLQV� WKDW� WKDW�ZLOO� EH�
PDQDJHDEOH�

7KH�VHFRQG�HOHPHQW�,�MXVW�ZDQWHG�WR�VD\�LV�WKDW�HYHQ�LI�LW�ZDV�D�YHU\��YHU\�GLIILFXOW�
VLWXDWLRQ��,�WKLQN�LQ�D�EXVLQHVV�ZH�DUH�LQ��LQ D�EXVLQHVV�HVSHFLDOO\�OLNH�VRGD DVK��LW
V�
YHU\�LPSRUWDQW�WR�EH�WKH�ORZHVW�FRVW�PDQXIDFWXUHU��<RX�KDYH WR�EH�ORZ�RQ�WKH�FRVW
FXUYH��DQG� OXFNLO\�IRU�XV��DOO�RXU�XQLWV� LQ�WHUPV�RI�WKH� ODQGHG�FRVW�WR�WKH�FXVWRPHU��
HYHQ�RXU�8.�XQLW�LV�IDLUO\�FRPSHWLWLYH��6R��ZH�UHPDLQ�YHU\�SRVLWLYH�RQ�WKLV HOHPHQW��
8�.� DOVR�IRU�H[DPSOH��ZKLOH�LW�LV�D�XQLW�ZKLFK�LV�SUREDEO\�KLJKHVW�RQ�WKH�FRVW FXUYH
ZLWKLQ�RXU�IRXU�SODQWV�� LV�PDNLQJ�D�GUDPDWLF�VKLIW� LQ�WKH�SURGXFW�SRUWIROLR��7KH\�ZLOO�
EH�VZLWFKLQJ�WKURXJK�WKH�FDUERQ�FDSWXUH�DV�EXON�RI�WKHLU�SURGXFWLRQ�WR�ELFDUERQDWH��
$QG� WKDW� LV�D�PDVVLYH VZLWFK LQ� WHUPV�RI�GHDOLQJ�ZLWK� WKH�SURSRUWLRQ�RI� VRGD�DVK�
DQG�PRYLQJ� LW�PRUH� WR�ELFDUE��$QG� ,� WKLQN� WKDW LV� WKH�SLYRW�ZH�KDYH�DV�D�JDPH� LQ�
VRPH�RI�RXU�XQLWV��LQFOXGLQJ�LQ ,QGLD��$QG�ZH�DUH�LQFUHDVLQJO\�DSSO\LQJ�WKDW��%XW�WKH�
ILUVW�VZLWFK�\RX�ZRXOG�VHH� LV� WKDW��6R� LI \RX�DVN PH ZKDW� LV� WKH� LPSDFW" WKHUH� LV�
FHUWDLQO\�DQ�LPSDFW�LQ�WKH�QH[W�VL[�PRQWKV��%XW�LV�WKLV�LPSDFW�ORQJ�WHUP" ,�WKLQN ZH�
VHH�D�PRGHUDWLRQ�LQ�WKH�ORQJ�WHUP��%XW�LV�LW�RI�D�QDWXUH�WKDW�ZH�QHHG�WR�EH�ZRUULHG�
DERXW�WKH�EXVLQHVV"�,�GRQ
W�WKLQN�VR��,�VWLOO�WKLQN�WKDW�WKLV�EXVLQHVV�ZLOO�PRYH�IRUZDUG��
EXW� PRYH� IRUZDUG� LQ� D� ZD\� ZKLFK� FRXOG� EH� GLIIHUHQW� ZLWK� D� GLIIHUHQW� SURGXFW�
SRUWIROLR��$QG�PRVW�RI�WKH�HOHPHQWV ZH�DUH�ZRUNLQJ�RQ�DV�ZH�VSHDN��WKH�FRPSDQ\�
ZKLFK�PDNHV�WKH�VZLWFK�ZLOO�WKULYH��WKH�FRPSDQLHV�ZKLFK�GRQ
W�PDNH�WKH�VZLWFK�ZLOO�
JR� WKURXJK�HYHQ�JUHDWHU� WKLQJV��%XW�ZH�DUH�SRVLWLRQHG�H[WUHPHO\�ZHOO� LQ� WHUPV�RI�
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NQRZLQJ�QRW�MXVW�ZKDW
V�KDSSHQLQJ�LQ�,QGLD�� LQ� WHUPV�RI�NQRZLQJ�ZKDW
V�KDSSHQLQJ�
DURXQG� WKH� ZRUOG� EHFDXVH� RI� RXU� PXOWL�JHRJUDSK\� SUHVHQFH�� DOVR� PXOWL�LQGXVWU\�
SUHVHQFH�WR�UHDFW�DQG�ZRUN�IRU� WKLV�ZKROH�ZRUN�WKURXJK�WKLV�HQWLUH�SURFHVV�WR�RXU�
DGYDQWDJH��=DULU��\RX�ZDQW�WR�DGG�DQ\WKLQJ�WR�WKDW"

=DULU�/DQJUDQD� 1R��,�WKLQN�WKDW�ZDV�D�FRPSUHKHQVLYH�UHIOHFWLRQ�RI�ZKHUH�ZH�DUH�DFURVV�RXU�SURGXFW�
OLQHV�DQG�DFURVV�RXU�PDUNHWV�

6XPDQW�.XPDU� -XVW� WDONLQJ� DERXW� RYHUDOO� WKH� EXVLQHVV� LV RQ� FRQWUDFWXDO� EDVLV�� SDUWLFXODUO\� VRGD�
DVK��$QG�UDZ�PDWHULDO�KDV�FRUUHFWHG�VLJQLILFDQWO\��6R�KRZ�ZH�DUH�JRLQJ�WR�VHH�IURP�
KHUH�WKH�DFURVV�JHRJUDSK\�PDUJLQ�RI�VRGD�DVK"

5��0XNXQGDQ� ,Q�WHUPV�RI�PDUJLQ� ,�MXVW�ZDQW�WR�VD\�WKDW�RXU�YLHZ�RQ�PDUJLQ�KDV�DOZD\V�UHPDLQHG
UDQJH�ERXQG��$QG� WKLV� ,�KDYH�EHHQ�VD\LQJ��D� ORW�RI�SHRSOH�ZHUH�VD\LQJ�PDUNHW� LV�
WLJKW�� ,� KDYH� DOVR� EHHQ� VD\LQJ� WKLV� DQG� SHRSOH� KDYH� EHHQ� VD\LQJ� WKDW� PDUNHW� LV�
ORRVH��2XU�YLHZ�RQ� WKH�PDUJLQ�KDV�EHHQ� WKDW�PDUJLQ� LV�EDUHO\�JRLQJ� WR� WUHQG� LQ�D�
YHU\� QDUURZ� UDQJH� LW� LV� QRW� JRLQJ� WR� JR� XS� VXEVWDQWLDOO\� QRU� GRHV� LW� JRLQJ� WR� JR
GRZQ VXEVWDQWLDOO\��$QG�WKDW�LV�WKH�QDWXUH�RI�WKLV EXVLQHVV��:KLOH�FRVWV�KDYH�FRPH�
GRZQ� FHUWDLQO\�WKHUH�LV�D FRVW�HOHPHQW�WR�LW��%XW�LQ�WKH�QH[W�VL[�PRQWKV�LI�\RX�VHH��
EHFDXVH�RI�ZRUNLQJ�DW�ORZ�FDSDFLW\�RI�VRPH�RI�WKH�XQLWV� WKHLU SHU�XQLW�FRVW�DFWXDOO\�
PD\�EH�JRLQJ�XS��VR�WKDW�ZLOO�EH�SDUWO\�FRPSHQVDWHG�E\�FRVW GRZQ��6R��\RX�ZRXOG�
VHH�PDUJLQ�VWUXFWXUHV�QRW�JHWWLQJ�GLVWRUWHG� WKH\�ZLOO�EH�DEOH�WR� WHQG�WR�PRYH� LQ�D�
QDUURZ�EDQG�

6XPDQW�.XPDU� 2ND\��$QG�VDOW�YROXPH�LQ�WKLV�TXDUWHU KDV�LPSURYHG�E\������VR�ZKDW�ZDV�WKH�NH\�
UHDVRQ�IRU�WKDW"�,V�LW�EHFDXVH�RI�D�VWRFNLQJ�RI�VDOW�DW�FRQVXPHU�OHYHO"

5��0XNXQGDQ� 1R��,�WKLQN�WKH�ZH�DUH�MXVW�SURGXFLQJ�IXOO\� DQG�WKDW�WUHQG�ZLOO�FRQWLQXH��$V�,�VDLG��ZH�
ZLOO� EH� EULQJLQJ� FDSDFLWLHV� RQOLQH�� DQG� DV� FDSDFLWLHV� NHHS� FRPLQJ� RQOLQH�� RXU�
MRXUQH\� WR� JR� WR� ���� PLOOLRQ� WRQQHV� IURP� �� PLOOLRQ WRQQHV�� \RX� ZRXOG� VHH� WKRVH�
QXPEHUV� WUHQGLQJ� XS��6R�� LW� LV� SUHWW\�PXFK�SDUW� RI� RXU� 1XWULWLRQ� SRUWIROLR��:H�DUH�
DOVR�ORRNLQJ�WR�H[SDQG�WKH�SURGXFW�SRUWIROLR�RI�VDOW�WR�EH\RQG�ZKDW�ZH DUH�VXSSO\LQJ�
WR�7&3/��ZH�ZLOO�DOVR�EH�HQWHULQJ�GLIIHUHQW�JUDGHV�RI�VDOW� LQFOXGLQJ�SKDUPD�JUDGH�
VDOWV��DQG�WKRVH�DUH�DOO�LQ�WKH�ZRUNV��6R��ZH�ZLOO�HODERUDWH�D�ELW�PRUH�LQ�GHWDLO�E\�WKH�
WLPH� ZH� FRPH� WR� WKH� WKLUG� TXDUWHU� RI� WKLV� \HDU� ZKHQ� ZH� ZLOO� KDYH� D� JUHDWHU�
XQGHUVWDQGLQJ� RI� WKH� RYHUDOO� &$3(;�DQG�KRZ� WKH�&$3(;� LV� VKLIWLQJ��6R��ZH�ZLOO�
DOVR�KLJKOLJKW�WR�\RX�KRZ�ZH�DUH�PRYLQJ�HYHQ�WKHVH SURGXFWV�ZKLFK�DUH�GRLQJ�ZHOO�
WR�HYHQ�D�EHWWHU�WUDMHFWRU\�WKDQ�ZKDW�WKH\�DUH�WRGD\�

0RGHUDWRU� 7KH�QH[W�TXHVWLRQ�LV�IURP�WKH�OLQH�RI�6��5DPHVK�IURP�1LUPDO�%DQJ��

6��5DPHVK� &DQ� \RX� JLYH� XV� VRPH� LGHD� DERXW� WKH� FDSDFLW\� XWLOL]DWLRQ LQ� \RXU�1RUWK� $PHULFD�
RSHUDWLRQ"

=DULU�/DQJUDQD� 6R� ,� WKLQN� DV� 0U�� 0XNXQGDQ� PHQWLRQHG�� WKH� 1RUWK� $PHULFDQ� PDUNHW� WRGD\�� WKH�
GRPHVWLF�PDUNHW�VWLOO�FRQWLQXHV�WR�EH�VWURQJ�DQG�ZH�FRQWLQXH�WR�VXSSO\��WKHUH�KDVQ
W�
EHHQ� WRR�PXFK� RI� DQ� LPSDFW� RI� WKH�PXWHG� ORFNGRZQ� WKDW� KDV� WDNHQ� SODFH� WKHUH��
HVSHFLDOO\�DFURVV�LQGXVWULDO�VHFWRUV��$V�IDU�DV�WKH�GHHS�VHD�DQG�H[SRUW�PDUNHWV�DUH�
FRQFHUQHG��WKHUH KDV�EHHQ�REYLRXVO\�VRPH�LPSDFW��$QG�ZH�KDYH�KDG�WR�PRGHUDWH�
RXU�SURGXFWLRQ�OHYHOV�LQ�1RUWK�$PHULFD�WR�PHHW�XS�ZLWK�WKH�VKLSPHQW�VFKHGXOHV�RI�
RXU�H[SRUW�RUGHUV IRU�RXU H[SRUW�FRQVRUWLXP��$QG�DOVR�WR�PDNH�VXUH�WKDW�LQYHQWRU\�
GRHVQ
W�EDFN�XS�DV�SODQW�DQG�WKH H[WHQGHG�VXSSO\�FKDLQ��6R�EDVHG�RQ�WKDW�ZH�KDYH�
KDG� WR�PRGHUDWH�SURGXFWLRQ�GRZQ�D� OLWWOH�ELW�� WULP� LW�GRZQ WR�VRPH�H[WHQW�� ,�ZRXOG�
VD\ WKDW�LW
V�WRXJK�WR�JLYH�D�QXPEHU� EXW�EHFDXVH�WKDW�QXPEHU�NHHSV�PRYLQJ�XS�DQG�
GRZQ��GHSHQGLQJ�RQ�ZKHQ�YHVVHOV�DUULYH�DW�WKH�SRUW��%XW�ZH�DUH�VRPHZKHUH�LQ�WKH�
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UHJLRQ�SHUKDSV�RI�DERXW����� ����RI�RXU�FDSDFLW\�WKHUH��%XW�WKH�QXPEHU�PRYHV�XS�
DQG�GRZQ��LW¶V�YHU\�G\QDPLF�

6��5DPHVK� $QG�ZKDW�LV�WKH�LQGXVWU\�FDSDFLW\�XWLOL]DWLRQ QRZ� VD\� LQ�(XURSH�IRU�8�6�"

=DULU�/DQJUDQD� 6R� (XURSH�LV�D�OLWWOH�ELW�RI�D�GLIIHUHQW�VWRU\�IURP�ZKDW�ZH�KHDU� FDSDFLW\�XWLOL]DWLRQ LQ�
(XURSH�DFURVV�WKH�V\QWKHWLF�SODQWV� WKHUH�DUH�SRVVLEOH�LQ�WKH�UHJLRQ�RI�DERXW�����
�����$QG�LQ�1RUWK�$PHULFD��,�ZRXOG�LPDJLQH�WKDW�RWKHU�XQLWV�ZRXOG�EH�LQ�VRPH�ZD\�
RU�WKH�RWKHU�PLUURULQJ�ZKDW�ZH�DUH�GRLQJ� EHFDXVH�UHDOO\�WKH�G\QDPLFV�IRU�WKHP�LV�
DOPRVW�WKH�VDPH�DV�IRU�XV�

5��0XNXQGDQ� 7KDW
V�FRUUHFW��6R�,�WKLQN�ZKDW�=DULU�KDV�VDLG�LV�ULJKW��,�WKLQN����������IRU�8�6��)RU�
8�.��� VHH�� ZH� GRQ
W� KDYH� DQ\� EHQFKPDUN� EHFDXVH� ZH� DUH� WKH� RQO\� XQLW�� EXW� LW
V�
UXQQLQJ� SUHWW\�PXFK� ����� DV� ZH� VSHDN��:KLOH� (XURSHDQ� XQLWV PD\� KDYH ORZHU�
XWLOL]DWLRQ��ZH�DUH�QRW�UHIOHFWLQJ WKDW�WUHQG�ZLWKLQ�RXU�XQLW��.HQ\D�SUHWW\�PXFK�LV�QRW�
D� GHPDQG� RU� D� SURGXFWLRQ� LVVXH�� .HQ\D� SUHWW\�PXFK� LV� D� ORJLVWLFV SUREOHP�� $QG�
WKHLU�UHIOHFWLRQ�RI����� ����SURGXFWLRQ�LV�PDLQO\�FRPLQJ�RII�VLWXDWLRQ�RI�ORJLVWLFV��,�
ZRXOG� QRW� SXW� LW� RQ�PDUNHW� RU� DQ\WKLQJ�� %XW� ,� WKLQN� DV� ORJLVWLFV� JHWV� LURQHG� RXW�� ,�
WKLQN� WKH\�ZRXOG�EH�FRPLQJ�EDFN�RQ�VWUHDP��$V� IDU�DV� ,QGLD� LV�FRQFHUQHG�� ,� WKLQN�
,QGLD�LV�DOVR�FORVHU�WR�WKH�ZD\�8�6� LV�DURXQG����� ����DV ZH�VSHDN�

=DULU�/DQJUDQD� -XVW� RQH�VPDOO� ELW� DERXW�.HQ\D��$V�0XNXQG�VDLG�� LWV ORJLVWLF DQG� LQ� VXSSO\� FKDLQ�
UHODWHG�PDUNHW DQG�\RX�VKRXOG�UHPHPEHU�WKDW�.HQ\DQ�SURGXFW�GRHV�QRW�JR�LQWR�WKH�
IODW� JODVV� LQGXVWU\�� 6R� WR� WKDW� VHQVH�� WKHLU� UHFRYHU\� DQG� WKHLU� GHSHQGHQFH� LV� QRW�
EDVHG�RQ�WKH�IRUWXQHV�RI�IODW�JODVV�

6��5DPHVK� 6R�D�EURDGHU�TXHVWLRQ��LI�\RX�DUH�ORRNLQJ�DW�WKH�JOREDO�PDFURHFRQRPLF�GDWD��WKHUH�
VHHPV�WR EH�ZLGHVSUHDG�FRQVHQVXV��WKHUH�LV�JRLQJ�WR�EH�D�UHFHVVLRQ�WKLV�\HDU�DQG�
WKH�GLYHUJHQW�RSLQLRQ�DERXW�ZKHQ�WKH�HFRQRPLF�F\FOH�ZLOO�UHYLYH��6R�LVQ
W�WKDW�D�ELW�
RI� D� FRQFHUQ� LQ� WHUPV� RI� WKH� LQGXFHG� VHFWRU� GHPDQG� IURP� VD\� DXWRV� DQG�
FRQVWUXFWLRQ LQ�NH\�PDUNHWV�OLNH�8�6� DQG�(XURSH"

5�0XNXQGDQ� 6R�,�PDGH�WKH�SRLQW�YHU\�FOHDUO\�LQ�WKH�EHJLQQLQJ��,�WKLQN�WKHUH�LV�D�QHDU�WHUP�WUHQG�
ZKLFK�LV�� OHW
V�VD\� WLOO�WKH�WLPH�WUHDWPHQW�FRPHV��ZH�ZHUH�WR�EH�YHU\�DJJUHVVLYH�LQ�
WHUPV�RI� WKH�ZD\�ZH� ORRN�DW�RXU�FRVW�VWUXFWXUH�� WKH�ZD\�ZH� ORRN�DW�RXU�RSHUDWLQJ�
RSHUDWLRQV� EH�YHU\�DJLOH�DQG�IOH[LEOH�WR�FXVWRPHU�GHPDQG�DQG�WR�VWDUW�VHUYLQJ�ZLWK�
JUHDWHU� YLJRU PDUNHW� VHJPHQWV�ZKLFK�DUH� QRW� IDFLQJ� WKH�GRZQZDUG�SUHVVXUH��6R��
FHUWDLQO\�� ,� WKLQN� RXU� HIIRUW� LV� LQ� WKDW� GLUHFWLRQ�� $OO� ,� FDQ� VD\� LV� WKDW� ZH� KDYH� YHU\�
PXFK�� ,� ZRXOG� VD\� YHU\� QDUURZO\� WLPH� IRFXVHG UHYLHZ� RI� RXU� QXPEHU�� <RX� FDQ�
FOHDUO\� VHH� VPDUW� LPSURYHPHQW�� HYHQ� EHWZHHQ� �VW� DQG� �QG� ZHHN� RI� 0D\�� 7KDW�
PDNHV�XV�EHOLHYH�WKDW�VRPH�RI�WKHVH�WKLQJV�ZLOO�ZRUN LWV�ZD\�WKURXJK�DQG�ZLOO�FRPH�
WRJHWKHU� $QG� ZKLOH� WKHUH� ZLOO� EH� DQ� LPSDFW�� ,� WKLQN� ILQDQFLDOO\� ZH� GRQ
W� VHH� DQ\�
PDMRU�LVVXHV�DV�IDU�DV�ZH�DUH�FRQFHUQHG� :H�GR�LQWHQG�WR�UHPDLQ SURILWDEOH�DQG�ZH�
GR�LQWHQG�WR�UHPDLQ�FDVK�SRVLWLYH��$QG�ZH�GR�LQWHQG�WR�VSHQG�YHU\�PXFK�LQ�OLQH�ZLWK�
RXU� FDVK� JHQHUDWLRQ�� 6R� ,� WKLQN� ,� FDQ
W� VHH� RXU� EDODQFH� VKHHW� FRPLQJ� XQGHU� DQ\�
SUHVVXUH� QRU�FDQ� ,�VHH�RXU�FRPSDQ\�XQGHU� VHULRXV�SUHVVXUH�EHFDXVH� WKH� WHDPV�
KDYH�DOUHDG\�GRQH�WKH�ZRUN��6R�HYHQ�DV�ZH�ZHUH�VSHDNLQJ�RQ�ODVW�TXDUWHU�UHVXOWV�
RXU�WHDPV�ZHUH�ZRUNLQJ�RQ�WKH FRQFHUQV�EHFDXVH�LW�ZDV�DQ�XQNQRZQ�XQNQRZQ��DV�
,�VDLG��$QG�LW�ZDV�JRRG�WKDW�ZH�GLG�WKDW�ZRUN�ZLWK�D�YHU\�FDXWLRXV�DSSURDFK��:LWK�
WKDW� VDLG�� ,� ZLOO� OHDYH� LW�� $UH� ZH� UHDG\� IRU� WKLV� HFRQRPLF� VORZGRZQ� EH\RQG� ���
PRQWKV"�:H DUH UHDG\�IRU�WKDW�WRR��,I�LW�FRQWLQXHV�WR����PRQWKV� ZH�VKRXOG�EH�VWLOO�
LQ�JRRG�VKDSH�

0RGHUDWRU� 7KH�QH[W�TXHVWLRQ�LV�IURP�WKH�OLQH�RI�+DUVK�%KDWLD�IURP�(PND\�*OREDO��



3DJH��� RI���

+DUVK�%KDWLD� 0\� TXHVWLRQ� ZDV� SHUWDLQLQJ� WR� WKH� VRGD� DVK� SULFH� KLNH� WKDW� ZDV� DQQRXQFHG� LQ�
6HSWHPEHU��$OPRVW�D����� LQFUHDVH� IRU� WKH�8�6� PDUNHW� WKDW�ZDV�VXSSRVHG� WR�EH�
HIIHFWLYH� IURP� -DQ� ������ 6R�� RYHUDOO�� LW� LV� VWLOO� VKRZLQJ� WKDW� WKH� UHDOL]DWLRQV KDYH�
IDOOHQ��JLYHQ�WKDW�WKH�YROXPHV�KDYH�UHPDLQHG�VWDEOH��6R�DQ\�SLFWXUH�RQ�WKDW"

=DULU�/DQJUDQD� <HV�� 6R� DV� ZH� KDG� PHQWLRQHG�� ,� WKLQN� HYHQ� RQ� WKH� ODVW� FDOO� ZKHQ� WKLV� VLPLODU�
TXHVWLRQ�ZDV�UDLVHG�E\�PDQ\�RI�RXU�LQYHVWRUV�DQG�DQDO\VWV��WKH�DQQRXQFHPHQW�RI�D�
����LQFUHDVH�LQ�6HSWHPEHU�LV�D�PDUNHW�VLJQDO�LQGLFDWLQJ�DQ�LQWHQW�WR�LQFUHDVH�SULFH�
QRW� D� SULFH� LQFUHDVH� WKDW� ZRXOG� FRPH� LQ� SODFH� IURP� �VW� -DQ� RQZDUGV�� )RU� VRPH�
VPDOO�YROXPHV��D�QXPEHU�FORVH�WR�WKDW�PLJKW�KDYH�EHHQ�DFKLHYHG��%XW�LQ�JHQHUDO��,�
WKLQN� WKH� SULFH� LQFUHDVH� LQ� 1RUWK� $PHULFD� KDV� EHHQ� DQG� KDV� DOZD\V� EHHQ�PRUH�
PRGHVW� WKDQ� WKH� DFWXDO� DQQRXQFHPHQWV�PDGH�� $QG� WKDW� LV� ZKDW� \RX� KDYH� VHHQ�
UHIOHFWHG� LQ� WKH� UHVXOWV��6R� LQ�1RUWK�$PHULFD��GHSHQGLQJ�RQ�VL]H�RI� WKH�FXVWRPHU��
GHSHQGLQJ� RQ�ZKHWKHU� WKH�FRQWUDFWV�KDYH�EHHQ�RQH� \HDU�RU�PXOWL�\HDU� FRQWUDFWV��
WKH� DYHUDJH� SULFH�PD\� KDYH� FRPH� GRZQ� D� OLWWOH� ELW�� %XW� LQ� JHQHUDO�� ,� WKLQN�1RUWK�
$PHULFDQ�SULFH�LQ�WKH�GRPHVWLF�PDUNHW�ZHQW�XS LQ�WKH�ORZ�VLQJOH�GLJLWV�

+DUVK�%KDWLD� 0\�QH[W�TXHVWLRQ�ZDV�UHODWLQJ�WR�WKH�0DJDGL�SODQW��DQG�ZH�FDQ�VHH�WKDW�WKH\�KDYH�
UHSRUWHG�D� ORVV�DW� WKH�3%7� OHYHO��6R��ZH�DUH� WU\LQJ� WR�JHW�D�FOHDU�SLFWXUH�RQ�ZKDW�
OHYHO RI SURGXFWLRQ�FDQ�ZH�H[SHFW�WKH�3%7�OHYHO�WR�WXUQ�SRVLWLYH�JRLQJ�IRUZDUG�

=DULU�/DQJUDQD� 6R� RQFH� DJDLQ� DV� 0XNXQGDQ� PHQWLRQHG� 0DJDGL� GLVSDWFKHV� DQG� VDOHV� ZHUH�
DIIHFWHG�LQ�WKDW�ODVW�TXDUWHU�SULPDULO\�GXH�WR�VXSSO\�FKDLQ�DQG�ORJLVWLFV�UHDVRQV��:H�
KDG�WKH�FRPSOHWH�VKXWGRZQ�RI WKH�,QGLDQ�PDUNHW�DQG�,QGLDQ�SRUWV��7KHUH�ZDV�VRPH�
LPSDFW� LQ� VRPH� RI� WKH� 6RXWKHDVW� $VLDQ� FRXQWULHV WKDW� ZH� VXSSO\� WR� ZLWK� SDUWLDO�
ORFNGRZQV� LQ� SODFH�� ,� WKLQN� ZH� KDYH� JRW� YHU\� SRVLWLYH� VLJQV� IURP� WKH� $IULFDQV��
HVSHFLDOO\�WKH�(DVW�$IULFDQ�PDUNHW�ZKHUH�VDOHV�DFWXDOO\�LQFUHDVHG��:H�FRQWLQXH�WR�
IRFXV� RQ� GULYLQJ� VDOHV� WR� PDUNHWV� WKDW� DUH� FORVHU� WR� KRPH� DQG� FORVHU� WR� RXU�
SURGXFWLRQ� VLWHV�� ZKHWKHU� WKH\ DUH� GRPHVWLF� RU� QHLJKERULQJ PDUNHWV�� $QG� DV� ZH�
PRYH�� , WKLQN� LQWR� WKLV� TXDUWHU� DQG� WKH� QH[W�� ZH� VKRXOG� VHH� WKRVH� QXPEHUV�
EHJLQQLQJ�WR�SOD\�RXW�

0RGHUDWRU� 7KH�QH[W�TXHVWLRQ�LV�IURP�WKH�OLQH�RI�+DUL�6K\DPVXQGHU�IURP�)UDQNOLQ�7HPSOHWRQ��

+DUL�6K\DPVXQGHU� 0\�TXHVWLRQ� LV�RQ� WKH�1RUWK�$PHULFDQ�RSHUDWLRQV��<RX�KDG DOOXGHG� WR� WKH�H[SRUW�
SULFHV EHLQJ VRIW��&RXOG�\RX�GHOYH�D�ELW�PRUH�RQ�WKH�UHDVRQV�IRU�WKDW"�$QG�ZKDW
V�
\RXU�RXWORRN�IRU�WKH�\HDU"

5��0XNXQGDQ� ,�WKLQN�WKH�SULFLQJ�SDWWHUQ�ZLOO�IROORZ�VLPLODU�QXPEHU�DV�WKH�ILUVW�TXDUWHU ZKDW�ZH�KDG�
VDLG�� EHFDXVH� WKH� ODVW� TXDUWHU� RI� WKLV� ILQDQFLDO� \HDU� DQG� WKH� ILUVW� TXDUWHU� RI� WKH�
FDOHQGDU� \HDU�� ZKLFK� KDV� DOUHDG\� EHHQ� UHSRUWHG��ZH� GRQ
W� H[SHFW� DQ\� FKDQJH� LQ�
WKDW� LQ� WHUPV� RI� WKH� GRPHVWLF� SULFLQJ�� 7KH� LQWHUQDWLRQDO� SULFLQJ� LQ� WHUPV� RI� WKH�
PDUNHW�QXPEHUV�� ,� WKLQN� WKH\�FDQ�PRYH��EXW� ,� GRQ
W� WKLQN� WKH\ DUH� JRLQJ� WR�PRYH�
VXEVWDQWLDOO\� SRVW� WKH�&KLQHVH� DQQRXQFHPHQW�� 6R� WKDW
V� ZKHUH� ZH� DUH�� $QG� \RX�
FRXOG� SUREDEO\� H[SHFW� D� VWHDG\� QXPEHU� RQ� SULFLQJ�� 7KH� LVVXH DV� IDU� DV� 8�6�� LV�
FRQFHUQHG��ZKLFK�=DULU KDV�DOUHDG\�DOOXGHG�WR�LV�PRUH�RQ�YROXPHV�DQG�WKH�VXSSO\�
FKDLQ�DQG�ORJLVWLFV�DQG�KRZ�WKH�H[SRUWV�KDSSHQ� QRW�WKH�GRPHVWLF�PDUNHW�

+DUL�6K\DPVXQGHU� 5LJKW��'R�ZH�H[SHFW�YROXPHV� WR�VXVWDLQ�DV�ZHOO"�2U�KDYH� \RX�VHHQ�GLIILFXOWLHV� LQ�
SODFLQJ� YROXPHV� LQ� WKLV� FXUUHQW� HQYLURQPHQW�� ZKHUH� WKHUH� KDYH� EHHQ� ORJLVWLFDO�
LVVXHV�DOO�RYHU�WKH�ZRUOG"

5��0XNXQGDQ� 6R��,� WKLQN�, DP�QRW�JRLQJ�WR�SUHGLFW� WKLV�EHFDXVH�ZH�DUH� LQ�D�G\QDPLF�VLWXDWLRQ� ,�
FDQ�RQO\� WHOO� \RX��HYHU\� FRXQWU\� LV�ZDQWLQJ� WR�RSHQ�XS�DV�ZH� VSHDN��7KHUH� LV�QR�
FRXQWU\� ZKLFK� LV� VD\LQJ� ,� ZDQW� WR� UHPDLQ� LQ� ORFNGRZQ�� $QG� SHRSOH� DUH� VHHLQJ�



3DJH��� RI���

H[DPSOHV�RI�KRZ�FRXQWULHV�KDYH�RSHQHG�XS�VPDUWO\� LQ�6RXWKHDVW�$VLD� LQ�YDULRXV�
RWKHU� SDUWV�� %XW� ,� UHDOO\� FDQQRW� SUHGLFW� KRZ� WKLV� ZKROH� WKLQJ� LV� JRLQJ� WR� EH� ZLWK�
UHVSHFW� WR�ZKHWKHU�RSHQLQJ�XS�ZLOO� OHDG� WR�VSLNH�RI�QXPEHUV��ZLOO� LW� DJDLQ� OHDG� WR�
FORVXUHV�� ,� WKLQN�ZH�ZLOO� KDYH� WR�ZDLW��:KLFK� LV�ZK\� ,� VDLG� LW
V�EHWWHU� WR�PRGHUDWH�
\RXUVHOI� LQ� WHUPV�RI� YROXPH�QXPEHU� UDWKHU� WKDQ� NHHS� LW� KLJK��$QG�ZH�KDYH�GRQH�
WKDW� LQWHUQDOO\��EXW�ZH�DUH�DOVR�DJLOH�HQRXJK� WR� WXUQ� WKLV�VWXII�RQ� WKH�PDUNHWV� WKDW�
DUHQ¶W� LQFUHDVLQJ��$W� WKH�FXUUHQW�SRLQW�RI� WLPH��DV� ,�VDLG����������VHHPV� WR�EH�D�
IDLU�UDQJH�WR�ZRUN DQG�JHW�WR�WKLV�SRLQW��,�GRQ
W�H[SHFW�WKLV�WR�GLS�EHORZ�WKDW��%XW�LI�LW�
GRHV� GLS�� ZH� ZLOO� FHUWDLQO\� FRPH� EDFN� WR� \RX� ZLWK� DQ� DQQRXQFHPHQW�� %XW� DV� D�
FRPSDQ\�ZH�DUH�LQ�D�ILW VKDSH�HYHQ�LI�WKDW�ZHUH�WR�KDSSHQ� 7KDW¶V�DOO�,�FRXOG�VD\�

+DUL�6K\DPVXQGHU� -XVW�D� IROORZ�XS�RQ� WKH� LQWHUQDWLRQDO�SULFLQJ��DUH� WKH�FXUUHQW�QXPEHUV� UHIOHFWLYH�RI�
ZKDW
V�WKH�SULFLQJ�HQYLURQPHQW�LQ�\RXU�HQG�PDUNHWV DUH��LV�WKHUH�D�UHDO�VRIWQHVV�LQ�
WKH�HQG�PDUNHW�SULFLQJ�IRU�\RXU�NH\�H[SRUW�PDUNHWV"

5��0XNXQGDQ� $OO�,�FDQ�VD\�LV�WKDW��HYHQ�LI�WKDW KDSSHQHG� EHFDXVH�WKHVH�DUH�DOO�FRQWUDFWV��HYHQ�LI�
WKDW�PRYH�ZHUH�WR KDSSHQ�WKH\�DUH QRW�JRLQJ�WR�EH�VKDUS�PRYHV��WKH\�DUH�JRLQJ�WR�
EH�UDQJH�ERXQG�DQG�WKDW�LV�ZKDW�LW�LV�OLNHO\�WR�EH�

0RGHUDWRU� 7KH�QH[W�TXHVWLRQ�LV�IURP�WKH�OLQH�RI�0DGKDY�0DUGD�IURP�)LGHOLW\��

0DGKDY�0DUGD� )LUVWO\�� LW� LV�LQWHUHVWLQJ�\RX�VD\�WKDW�VRGD�DVK�PDUJLQV�ZLOO�UHPDLQ�LQ�D�YHU\�QDUURZ�
EDQG� -XVW� WR� XQGHUVWDQG�� WKHUH�ZLOO� EH�D� GURS� LQ� XWLOL]DWLRQV , DP�DVVXPLQJ� IRU�
VRGD�DVK�JOREDOO\��:KDW�GULYH WKLV�VWDELOLW\�LQ�PDUJLQV"�,V�LW�PRUH�LQGXVWU\�VWUXFWXUH�
RU�KRZ�VKRXOG�ZH�WKLQN�DERXW�LW"�

5��0XNXQGDQ� <HV��,�WKLQN�WKH�ZD\�WR�WKLQN�DERXW�LW� LV� VHH� RQH�ELJ�GULYHU�RI�WKLV�LV�EDVLFDOO\�KRZ�
WKH WUDGH�PDUNHWV�EHKDYH� DQG� WUDGH�PDUNHW� LV�GULYHQ�E\� MXVW� WKUHH�SOD\HUV� LQ� WKH�
ZRUOG�WRGD\��WKH�&KLQHVH��$PHULFDQV DQG�WKH�7XUNLVK SOD\HUV��$QG�LI�\RX�ORRN�DW�LW��,
WKLQN� &KLQHVH� KDYH� DOUHDG\� PDGH� DQ� DQQRXQFHPHQW� RI� ZKDW� WKH\� ZDQW� WR� GR�
EHFDXVH� WKH\� HYHQ�ZDQW� WR� SURWHFW� WKHLU� GRPHVWLF�PDUNHW�� VR� WKH\� KDYH PDGH� D�
SXEOLF�DQQRXQFHPHQW��,�WKLQN�ZKHWKHU�LW�ZDV����� ����XWLOL]DWLRQ LV�ZKDW�WKH\�KDYH�
LQVWUXFWHG�WKHLU XQLWV�WR�UXQ�VR�WKDW�WKH\�KDYH�D�EDODQFHG�PDUNHW��7KH�8�6� SOD\HUV�
ZKLOH�WKH\�FRPSHWH�IXOO\�LQ�WKH�GRPHVWLF�PDUNHW� LQ�WKH�LQWHUQDWLRQDO�PDUNHW�,�WKLQN�
WKHUH� LV�D�PRGXODWLRQ� WR�GHPDQG�DQG� WKDW� LV�ZKDW� LV�VHHLQJ� WKH�PRGXODWLRQ�FRPH�
WKURXJK� LQ� WHUPV�RI����������XWLOL]DWLRQ DFURVV� WKH�ERDUG��$QG�=DULU�KDV�DOUHDG\�
DOOXGHG� WR� WKDW� HYHU\ERG\� HOVH� DOVR� ZRXOG� EH� LQ� VLPLODU� EDQG�� 7KDW� OHDYHV� WKH�
7XUNV� DQG�,�WKLQN�7XUNV�DUH�DOVR� LQWHUHVWHG�LQ�NHHSLQJ�WKH�PDUJLQ�VWUXFWXUHV�IDLUO\�
QRUPDO��7KH�UHDVRQ�EHLQJ�WKDW�WKH\�KDYH�D�ODUJH�GHEW�LQ�WKHLU�ERRNV��WKH\�KDYH�MXVW�
H[SDQGHG� WKH� FDSDFLW\�� WKH\� DUH� WKH� RQHV� ZKR� KDYH� EHHQ� LQYHVWHG�� 7KDW
V� P\�
XQGHUVWDQGLQJ�RI�WKH�VLWXDWLRQ��6R��,�WKLQN�WKLV�PDUNHW�FHUWDLQO\�KDV�WKH�WKUHH�ODUJH�
SOD\HUV�DQG�WKH�VWUXFWXUH�LWVHOI�HQVXUHV WKDW�LW�GRHV�QRW�JR�EH\RQG�WKH�EDQG��$QG�LI�
LW� GRHV�� ,� WKLQN� DW� VRPH� SRLQW� FDSDFLW\� VWDUWV JRLQJ� RXW� WKH�PRUH� H[SHQVLYH� WKH�
FDSDFLW\�VWDUWV JRLQJ�RXW�DQG�PDUNHW�DJDLQ�EHFRPHV EDODQFHG��WKDW�LV�WKH�QDWXUH�RI�
ZKDW�ZH�KDYH�VHHQ��7KLV�LV�QRW�WKH�ILUVW�F\FOH�ZH�DUH�JRLQJ�WKURXJK� ZH�KDYH�JRQH�
WKURXJK� D� F\FOH� LQ� ����� DQG� DOVR� ODWHU� RQ� LQ� ������ $QG� ZH� KDYH� D� IDLUO\� JRRG�
XQGHUVWDQGLQJ�RI�KRZ�WKLV�ZLOO�SOD\�RXW��$QG�ZKDW�ZH�GRQ
W�KDYH�WKH�XQGHUVWDQGLQJ�
LV�WKH�GXUDWLRQ�RI�KRZ�LW�ZLOO�SOD\�RXW��DQG�ZKLFK�LV�WKH�UHDVRQ�ZK\�ZH�DUH�SODQQLQJ�
D����PRQWK�SOD\�RXW IRU�WKLV�ZKROH�VLWXDWLRQ��7KH�QXPEHUV�ZLOO�LPSURYH�EXW�ZKHWKHU�
LW� UHWXUQV� WKH�QRUPDOF\�RI�EDODQFHG WR� WLJKW�PDUNHW� WKDW� LV�JRLQJ� WR�EH�DW� OHDVW����
PRQWKV�

0DGKDY�0DUGD� $QG� LQ� \RXU� HVWLPDWLRQ�� WKH� FDSDFLW\� XWLOL]DWLRQV ZHUH� DERXW� ��� WR� ���� SUH�
&29,'��ULJKW��LI�,�DP�QRW�ZURQJ"



3DJH��� RI���

5��0XNXQGDQ� 1R�� ,� WKLQN� LW� ZRXOG� YDU\� IURP� TXDUWHU�WR�TXDUWHU� ZKHQ� VRPHERG\� LV� WDNLQJ� D�
VKXWGRZQ�� ,� WKLQN� WKH� LQGXVWU\�ZDV� UXQQLQJ�DW�D�PXFK�KLJKHU�SDFH� LQ�&KLQD��$QG�
WKH\� KDYH� JRQH�EHORZ� WKDW� QXPEHU�� 7KH FDSDFLWLHV� DUH� JHWWLQJ�PRGXODWHG�DV�ZH�
VSHDN��$QG�WKDW
V�ZKHUH�LW�LV�JRLQJ�WR�EH�

0RGHUDWRU� 7KH�QH[W�TXHVWLRQ�LV�IURP�WKH�OLQH�RI�6DNHW�.DSRRU�IURP�.DSRRU�	�&R��

6DNHW�.DSRRU� 6LU�� RXU� JURVV�GHEW� VWDQGV�DW�DURXQG�RGG�RI�5V��������FURUH��$QG�KDV� WKH�7&1$�
FRQVROLGDWLRQ� WDNHQ� LQWR� LPSDFW�� ,� PHDQ�� DUH� WKH� QXPEHUV� UHIOHFWLQJ� ERWK� WKH�
WXUQRYHU�DQG�WKH�SURILW"

-RKQ�0XOKDOO� 6XUH��:H�ZRXOG�DOZD\V�UHIOHFW�WKH�FRQVROLGDWLRQ��EHFDXVH�ZH�ZHUH�RZQLQJ �����VR�
ZH�FRQVROLGDWHG�LW��:KDW�\RX�VDZ�LV�D�UHGXFWLRQ�LQ�WKH�RZQHUVKLS�RI�QRQ�FRQWUROOLQJ�
LQWHUHVWV� IXUWKHU�GRZQ� LQ�SURILW� DQG� ORVV�VWDWHPHQW��6R� WKH� UHYHQXHV�KDYH�DOZD\V�
EHHQ� FRQVROLGDWHG��7KH� GHEW� FDPH�RQ� WKH� EDODQFH� VKHHW� LQ�'HFHPEHU� ������6R�
WKDW
V�ZKHUH�\RX�ZLOO�VHH�DQ�LQFUHDVH�LQ�WKH�JURVV�GHEW�IURP�6HSWHPEHU�WR�0DUFK�RI�
5V��������FURUH�

6DNHW�.DSRRU� $QG� VLU�� FDQ� \RX� JLYH� WKH� HQWLUH� EUHDNXSV� EHWZHHQ� WKH� JHRJUDSKLHV� RI� WKLV� 5V��
������FURUH�JURVV�GHEW�QXPEHU"�%HFDXVH�WKH�,QGLDQ�RSHUDWLRQV�ZH�DUH GHEW�IUHH��,�
PHDQ��KDYLQJ�FDVK��6R��KRZ�ZLOO� \RX�VSOLW� WKLV�5V��������FURUH�GHEW"�$QG�ZKDW� LV�
WKH�URDGPDS�IRU�WKH�GHEW�UHGXFWLRQ�JRLQJ�IRUZDUG"

-RKQ�0XOKDOO� 7KH GHEW� LV� DW� HDFK� LQGLYLGXDO� RSHUDWLQJ� HQWLW\�� DQG� DV� LW� VWDQGV� HDFK� HQWLW\� WR�
JHQHUDWH�VXIILFLHQW�FDVK�WR�LQYHVW�LQ�WKH�IXWXUH�DQG�DOVR�WR�PDLQWDLQ�DQG�VHUYLFH�WKH�
GHEW�DQG�UHSD\�WKH�GHEW�XOWLPDWHO\��DV�ZH�JR�IRUZDUG��,Q�WKH�8�6���IRU�H[DPSOH��ZH�
KDYH�DERXW�����PLOOLRQ�RI�FDVK�VXSSRUWLQJ�WKH�GHEW� WKDW�ZH�KDYH�WKHUH��:H�GRQ
W�
DV�D�UXOH��PRYH�PRQH\�IURP�,QGLD LQWHUQDWLRQDOO\��,Q�UHWXUQ� ZH�VHHN�DQG�ZH�ZDQW�WR�
LQYHVW� LQ�,QGLD ZKHUH�WKH�RSSRUWXQLW\�IRU�KLJKHVW�UHWXUQ�LV� UDWKHU WKDQ�XVLQJ�WKDW� WR�
SD\� RII� LQWHUQDWLRQDO� GHEW�� ZKLFK� LV� UHODWLYHO\� FKHDS� FRPSDUHG� WR� ,QGLDQ� GHEW� DV�
ZHOO��7KH�GHEW�LWVHOI� LQ�WRWDO�ZH�KDYH�639�GHEW�RI�DERXW������PLOOLRQ��:H�KDYH�JRW�
DERXW�����PLOOLRQ�RI�GHEW�LQ�.HQ\D��DERXW����� PLOOLRQ�LQ�WKH�8�.���DQG�LQ�WKH�8�6�
ZH�KDYH�D�QHW�GHEW�RI�DERXW ���� PLOOLRQ��7KDW
V�WKH�URXJK�SLFWXUH�

6DNHW�.DSRRU� 6LU��LQ�WKH�VSHFLDOW\ SURGXFW�VHJPHQW�ZH�KDYH�EHHQ�SRVWLQJ�ORVVHV� DUH�WKHVH�FDVK�
ORVVHV�RU�WKH�ORZHU�XWLOL]DWLRQ OHYHOV�WKDW�DUH�UHVXOWLQJ�LQ�WKH�VDPH"

-RKQ�0XOKDOO� <HV��LW
V�JRLQJ�WKURXJK�LQLWLDO�SKDVH�DW�SUHVHQW��DQG�VR�WKH�YROXPHV DUH�RQ�WKH�ORZHU�
HQG� DV�ZH�DUH�JR� WKURXJK�RXU FXVWRPHU� WHVWLQJ�DQG�FXVWRPHU�DSSURYDO�SURFHVV��
WKDW
V�ZKDW�LV�KDSSHQLQJ�WKHUH�

6DNHW�.DSRRU� $QG�FRXOG� \RX�JLYH�VRPH�PRUH�FRORXU�RQ� WKH�UDZ�PDWHULDO�SULFH� WUHQG��KRZ�KDYH�
EHHQ�WKH�VRGD�DVK�LQGXVWU\��KRZ�ZDV�WKH�UDZ�PDWHULDO�DQG�KRZ�ZHOO�DUH�ZH�SODFHG�
LQ�FDVH RI D�UHGXFWLRQ�LQ�VDOW�DYDLODELOLW\�GXH�WR�ORZHU�KDUYHVWLQJ�WKLV�WLPH"

5��0XNXQGDQ� ,� GRQ
W� WKLQN� VDOW� DYDLODELOLW\ DUH�DQ\� LVVXHV� WR� XV��6R�H[FHSW� IRU� HQHUJ\� ZKLFK� LV�
FRDO�RU�QDWXUDO�JDV�RU�IXHO�RLO� ZH�XVH�IXHO�RLO� LQ�.HQ\D� ZH�XVH�JDV�LQ�8�.�� SDUWO\�
JDV� LQ� 8�6�� DQG� FRDO� DOVR� LQ� 8�6�� $QG� ,QGLD� ZH� DUH� IXOO\� RQ� FRDO�� ([FHSW� WKLV��
HYHU\WKLQJ�HOVH�ZH�KDYH�EXON�RI� RXU� UDZ�PDWHULDO� LV� LQ�KRXVH��:H�EX\� YHU\� YHU\�
OLWWOH VDOW� QH[W� WR� QRWKLQJ� IURP� WKH�PDUNHW��6R� LW
V� DOO� RXU� RZQ� VDOW� ZRUNV��6R� WKH�
VKRUWDJH�ZKLFK�LV�WKHUH�ZRXOG�QRW�FRPH WR�XV�EHFDXVH�ZH�SURGXFH�HYHU\WKLQJ�DQG�
LWV�FDSWLYH�

0RGHUDWRU� 7KH�QH[W�TXHVWLRQ�LV�IURP�WKH�OLQH�RI�6DUYHVK�*XSWD�IURP�0D[LPDO�&DSLWDO��



3DJH��� RI���

6DUYHVK�*XSWD� 6LU��ILUVW�RQH�RQ�WKH�GRPHVWLF�VRGD�DVK�GHPDQG��LI�\RX�FDQ�JLYH�XV�VRPH�VHQVH�RI�
WKH� XVHU� LQGXVWU\� DQG� KRZ� \RX� DUH� FDWHULQJ� WKHP� ZKLFK� DUH� WKH� RQHV� WKDW� DUH�
DIIHFWHG"�2I�FRXUVH��\RX�KDYH�PHQWLRQHG�WKDW�WKH�IRRG�DQG�VRPH�RWKHU� LQGXVWULHV�
DUH� OHVV�DIIHFWHG� EXW� LI� \RX�FDQ�JLYH�VRPH�H[SODQDWLRQ� LQ� WHUPV�RI�SHUFHQWDJH�RI�
WKH�XVHU�LQGXVWU\�WKDW�\RX�DUH�VHUYLQJ��$QG�VHFRQG�TXHVWLRQ�ZDV��ZKHQ�,�ORRN�DW�WKH�
YROXPH�QXPEHUV��WKH\�KDYH GHFOLQHG�E\��������IRU�WKH�7&/�,QGLD�LQ�VRGD�DVK��%XW�
,� WKLQN� WKH�RYHUDOO�(%,7�QXPEHUV�KDG�D�GHFOLQH�RI�RQO\� ��������6R��ZKDW� IDFWRUV�
FDPH� LQWR� SOD\� KHUH� WR� VDYH� WKLV� EHFDXVH� ZH� DOVR� KDG� D� QHJDWLYH� RSHUDWLQJ�
OHYHUDJH�WKHUH"

=DULU�/DQJUDQD� 2ND\�� OHW�PH�JR�DKHDG�ZLWK� WKH� ,QGLDQ�PDUNHW�G\QDPLFV�DV� WKH\�VWDQG� WRGD\��$V�
0U�� 0XNXQGDQ� PHQWLRQHG�� VRGD� DVK� WR� RXU� SULPH� FRQVXPLQJ� VHFWRU�� ZKLFK� LV�
GHWHUJHQWV� KDV�EHHQ�PRYLQJ�IDLUO\�VWURQJO\��ZH�KDYHQ
W�VHHQ�PXFK�RI�DQ�LPSDFW�LQ�
WKDW�VHJPHQW��GHWHUJHQW ZDV�YHU\�HDUO\�RQ�GHFODUHG�WR�EH�DQ�HVVHQWLDO�LQGXVWU\�DQG�
DOO� VXSSOLHUV� WR� WKH� LQGXVWU\� REYLRXVO\� WKHQ� KDG� WKH QHFHVVDU\� SHUPLVVLRQV� WR�
PRYH�VWRFN�WR�WKHP� 7KH�RQO\�WKLQJ�WKDW�LPSDFWHG�YROXPHV�ZDV�UHDOO\�VXSSO\�FKDLQ�
LVVXHV� EHFDXVH� VRPH� RI� WKHVH� LQGXVWULHV� ZHUH� LQ� HLWKHU� UHG� ]RQHV� RU� LQ�
FRQWDLQPHQW�]RQHV��7KDW�,�WKLQN�LV�VORZO\�EHLQJ�OLIWHG DQG�ZH�FRQWLQXH�WR�VXSSO\�DW�
RXU�XVXDO�UDWHV��PDWHULDO�WR�WKLV�VHFWRU��$V�IDU�DV�WKH�FKHPLFDO�VHFWRU�LV�FRQFHUQHG��
VLOLFDWHV�DQG�RWKHU�FKHPLFDOV� RQFH�DJDLQ�WKHUH�ZDV�VRPH�VPDOO�LPSDFW�IRU�WKH�ILUVW�
IHZ�ZHHNV��EXW� WKDW� DJDLQ� LV� FRPLQJ�EDFN�RQ� WUDFN��&RQWDLQHU� JODVV��PRVW�RI� WKH�
XQLWV�FRQWLQXHG�WR�RSHUDWH��EXW�DW�ORZ�FDSDFLW\�XWLOL]DWLRQ UDWHV��6RPH�RI�WKHP�ZHUH�
LPSDFWHG�E\�WKH�IDFW�WKDW�DOFRKRO�VDOHV�KDG�EHHQ�VWRSSHG��1RZ�WKDW�WKDW�LV�FRPLQJ�
EDFN�VORZO\�LQ�PRVW�VWDWHV�LQ�VRPH�IRUP�RU�WKH�RWKHU��WKDW�LV�DOVR�EHJLQQLQJ�WR�SLFN�
XS��7KH�RQO\�LQGXVWU\�WKDW�FRQWLQXHV�WR�EH�LPSDFWHG�WR�VRPH�GHJUHH�LV�WKH�IODW�JODVV�
LQGXVWU\� IRU�DXWRPRELOHV�DQG�DUFKLWHFWXUH��$QG�WKDW�ZH�EHOLHYH�PLJKW� WDNH�DQRWKHU�
IHZ�ZHHNV�EHIRUH�WKH\�DFWXDOO\�VWDUW�FRPLQJ�EDFN� LQWR�SURGXFWLRQ�DQG�GLVSDWFKHV��
6R��RQFH�DJDLQ��UHIOHFWLYH�RI�ZKDW�ZH�KDYH�PHQWLRQHG�LQ�WKH�SDVW��LW LV�UHDOO\�WKH�IODW�
JODVV�VHFWRU�ZKLFK�DFFRXQWV�URXJKO\�IRU�DERXW�����RI�VRGD�DVK� YROXPHV�LQ�,QGLD��
WDNHV D�OLWWOH�ORQJHU�WR�FRPH�EDFN�

6DUYHVK�*XSWD� <HV��6LU�P\� VHFRQG�TXHVWLRQ�ZDV� DOVR� UHODWHG� WR� WKH�PDUJLQV�� YROXPH�GHFOLQH� RI�
�������ZLWK�QHJDWLYH�RSHUDWLQJ�OHYHUDJH�EXW�VWLOO�(%,7�IDOOLQJ�E\�DURXQG����IRU�WKH�
GRPHVWLF�HQWLW\�

=DULU�/DQJUDQD� 6R�,�WKLQN WKDW�UHDOO\�FRPHV�XS�ZKDW�ZH DOZD\V�PHQWLRQ DQG�ZKDW�0XNXQGDQ�UHDOO\�
UHHPSKDVLVHG WRGD\��ZKLFK�LV��ZH�DOZD\V�QHHG�WR�EH�DW�WKH�ORZHVW�HQG�SRVVLEOH�RI�
WKH� GHOLYHUHG� FRVW� FXUYH�� 7KH� YROXPH�GHFOLQH�ZDV� UHDOO\� LQ� WKH� ODVW�PRQWK� RI� WKH�
ILVFDO�� WKH IHZ�ZHHNV� RI� FORVH� GRZQ� WKDW� FDXVHG VRPH� GLVUXSWLRQ� LQ� YROXPH��%XW�
PRUH� WKDQ� PDGH� XS� E\� RSHUDWLQJ� HIILFLHQFLHV�� VPDUWHU� EX\LQJ� EHWWHU� ZD\V� RI�
ZRUNLQJ�� $QG� RI� FRXUVH�� D� FRQVWDQW IRFXV� RQ� GULYLQJ� DOO� FRVWV� GRZQ�� IL[HG� RU�
YDULDEOH�

0RGHUDWRU� 7KH�QH[W�TXHVWLRQ�LV�IURP�WKH�OLQH�RI�5RKLW�1DJUDM�IURP�6XQLGKL�6HFXULWLHV��

5RKLW�1DJUDM� 6R� WKH� ILUVW� TXHVWLRQ� LV� RQ� VRGLXP� ELFDUE��&DQ� LW� EH� XVHG� IRU� GLVLQIHFWDQW� IRU� WKH�
FRPPXQLW\�XVDJH"�$QG�LV�WKHUH�DQ�RSSRUWXQLW\�WKHUH�IRU�KLJKHU�VDOHV"

=DULU��/DQJUDQD� 6R VRGLXP� ELFDUERQDWH� FDQQRW� EH� XVHG� IRU� ODUJH� VFDOH� FRPPXQLW\� GLVLQIHFWDQW�
ZKDW�FDQ�EH�XVHG�DQG�ZKDW�ZH�DUH�SURGXFLQJ�DQG�VXSSO\LQJ�DV�RXU�FRQWULEXWLRQ�WR�
WKH� FRPPXQLW\� DQG� WR� WKH� VPDOO� YLOODJHV� DQG� FLWLHV� DURXQG� XV� LV� VRGLXP�
K\SRFKORULWH��7KDW
V�D�ZHOO�HVWDEOLVKHG�GLVLQIHFWDQW��:H�VXSSOLHG� DV�,�VDLG� WR�DERXW�
���YLOODJHV�LQ�DQG�DURXQG�0LWKDSXU��ZH�VXSSOLHG WR�WRZQV�DV�IDU�DZD\�DV�5DMNRW� ZH�



3DJH��� RI���

VXSSOLHG� WR� WKH� %0&� KHUH� LQ� %RPED\�� DQG� WKDW
V� VRPHWKLQJ� WKDW� ZLOO� FRQWLQXH��
+RZHYHU�� VRGLXP�ELFDUERQDWH�FDQ�EH�XVHG DV�D�KRXVHKROG�FOHDQHU� IRU� IUXLWV�DQG�
YHJHWDEOHV� DQG�ZH�DUH�VHHLQJ�VRPH�VLJQV�RI� LQFUHDVH� LQ� WKH�YROXPHV RI�VRGLXP�
ELFDUERQDWH�WKDW�ZDV�JRLQJ�LQ�WKDW�VHJPHQW�

5RKLW�1DJUDM� 2ND\��$QG�WKH�VHFRQG�TXHVWLRQ� LV�RQ�WKH�GRPHVWLF�VRGD�DVK�SULFHV��6R�KDV�WKHUH�
EHHQ� DQ\� LQFUHDVH� RYHU� WKH� ODVW� WKUHH�� IRXU� PRQWKV� RI� ���� LQ� GRPHVWLF� SULFHV��
PD\EH�EHFDXVH�RI�WKH�H[FKDQJH�UDWHV EHLQJ�VOLJKWO\�RQ�D�KLJKHU�VLGH"

=DULU��/DQJUDQD� 1R��,� WKLQN�GRPHVWLF�SULFHV�KDYH�NLQG�RI�KHOG�ILUP�RYHU� WKHVH� ODVW� IHZ�PRQWKV��6R�
ZH� KDYH� QRW� VHHQ� DQ\� VLJQLILFDQW� FKDQJH� LQ� SULFLQJ�� 6R�� DV ZH� KDG� PHQWLRQHG�
HDUOLHU�� WKDW� LV� VRPHWKLQJ� WKDW�ZH�H[DPLQH�DOPRVW�RQ�D GDLO\�EDVLV��6R�ZKHQHYHU�
WKHUH�LV�DQ�RSSRUWXQLW\�DQG�D�QHHG�WR�GR�VR��ZH�ZRXOG�UHDOLJQ�SULFHV�HLWKHU�XSZDUGV�
RU�GRZQZDUGV�

0RGHUDWRU� 1H[W�TXHVWLRQ�LV�IURP�WKH�OLQH�RI�'KDYDQ�6KDK�IURP�,&,&,�6HFXULWLHV��

'KDYDQ�6KDK� 6R� ,� KDYH� D� TXHVWLRQ� RQ� WKH� VSLOORYHU� UHYHQXHV�� 6R� FDQ� \RX� SOHDVH� VKDUH� WKH�
VSLOORYHU�QXPEHUV�IRU� WKLV�TXDUWHU�ZKLFK�FDQ�FRPH�LQ�PD\EH� LQ�WKH�ILUVW�TXDUWHU�RU�
PD\EH�WKH�VHFRQG�TXDUWHU"�$QG�LV�WKHUH�DQ\�SUREDELOLW\�WKDW�WKLV�UHYHQXH�QXPEHU�
ZLOO�FRPH�RU�WKH�UHYHQXH�LV�ORVW"�$QG�WKH�VHFRQG�LV� LI�\RX�FDQ�VKDUH�VRPH�FRORXU�
RQ� WKH� PHGLFDO� ELFDUE� EXVLQHVV�� KRZ� LV� WKH� RXWORRN� WKHUH"� $QG� LV� WKHUH� DQ\�
SUREDELOLW\�WKDW�\RX�PD\�FRQYHUW�PRUH�VRGD�DVK�LQWR�WKH�PHGLFDO�ELFDUE�ZKLFK�FDQ�
LPPXQH�DURXQG��������� RI�\RXU�RYHUDOO�EXVLQHVV�IURP�WKH�GHJURZWK"�$QG�WKLUGO\��
\RX�PHQWLRQHG�WKDW�0DJDGL��WKHUH�LV�KDUGO\�DQ\�IODW�JODVV�VDOH��6R�ZKDW�OHG�WR�VXFK�
D�GUDVWLF�IDOO�RI�DURXQG�����RGG�RQ�4�R�4�EDVLV�LQ�UHDOL]DWLRQ�SHU�WRQQH��,I�\RX�FDQ�
VKDUH�VRPH�WKRXJKWV�RQ�WKDW�

5��0XNXQGDQ� ,�ZLOO� OHW�=DULU� DQVZHU� WKH�0DJDGL�SLHFH�DV�ZHOO� DV� WKH�PHGLFDO�ELFDUE��&HUWDLQO\� ,�
ZDQW� WR�SXW�RXW�D� ODUJHU�SLHFH� WKDW�ELFDUE� LV� DQ DUHD�ZH�DUH�H[SDQGLQJ� LQYHVWLQJ�
ERWK�KHUH�LQ�,QGLD�DV�ZHOO�DV�LQ�8�.���$QG�WKDW�ZLOO�FRQWLQXH��$QG�FHUWDLQO\�LW
V�D�PRUH�
VWDEOH�SURGXFW�EHFDXVH�D� ODUJH�SDUW�RI� LW�JRHV� LQWR�IRRG� IHHG�DQG�SKDUPD�VHFWRU��
$OO�VHFWRUV�DUH�LQGLYLGXDOO\�LPSRUWDQW�WR�XV��6RUU\��WKH�TXHVWLRQ�\RX�KDG�RQ 0DJDGL��
=DULU��\RX�ZDQW�WR�WDNH�WKDW"

=DULU�/DQJUDQD� 1R��WKH�FRPPHQW�,�PDGH IRU� IODW�JODVV� LV� WKDW�0DJDGL�YROXPHV�ZLOO�SUREDEO\�FRPH�
EDFN� D� OLWWOH� ELW� VWURQJHU� DQG� HDUOLHU� WKDQ� RWKHUV�� EHFDXVH� RI� WKH� IDFW� WKDW� LW
V� QRW�
GHSHQGHQW� RQ� IODW� JODVV� FRPLQJ� EDFN� LQWR� WKH�PDUNHWSODFH�� 7KH� YROXPH� GURS IRU�
0DJDGL�ZDV�DV�ZH�KDYH�EHHQ�PHQWLRQLQJ��UHDOO\�SUHGLFDWHG�RQ�WKH�IDFW�WKDW�VXSSO\�
FKDQJH�GLVWXUEHG ,QGLD�ZHQW�LQWR�ORFNGRZQ�DQG�,QGLD� LV�D�ODUJH�PDUNHW�IRU�0DJDGL�
SURGXFW��QRW�IRU�IODW�JODVV�EXW�IRU�FRQWDLQHU�FODVV�DQG RWKHU DSSOLFDWLRQV��6RXWKHDVW�
$VLD� KDG� SDUWLDO� ORFNGRZQV� LQ� 7KDLODQG�� 9LHWQDP�� ,QGRQHVLD�� RQFH� DJDLQ� NH\�
PDUNHWV� IURP�0DJDGL��6R� LW�ZDV�UHDOO\�PRUH�RQ� WHUPV�RI�VXSSO\�FKDLQ�GLVUXSWLRQV
UDWKHU� WKDQ�DQ\� IXQGDPHQWDO�FKDQJH� LQ�PDUNHW�RU�FXVWRPHU�GHPDQG��$QG�ZH�ZLOO
EHJLQ�WR�VHH�WKDW�FRPLQJ�EDFN��$QG�RI�FRXUVH��SULFLQJ�ZDV�DIIHFWHG�E\�D�UHIOHFWLRQ�
RI� WKH� JHQHUDO� VRIWQHVV WKDW� VWDUWHG WR� HPHUJH� HDUOLHU� RQ� LQ� WKH� 6RXWKHDVW� $VLDQ�
PDUNHW� ZKLFK� KDV� DIIHFWHG� QRW� MXVW� 0DJDGL� EXW� ,� WKLQN� VRGD� DVK� SULFLQJ� DFURVV�
SURGXFHUV�WKDW�VHUYH�WKRVH�PDUNHWV��ZKHWKHU� LW
V�7XUNLVK�SURGXFW� 1RUWK�$PHULFDQ�
SURGXFW��0DJDGL SURGXFW��,�WKLQN�DV�0XNXQG�PHQWLRQHG��WKH�GHHS�VHD�WUDGH�PDUNHWV�
ZHUH�WKH�RQHV�WKDW�ZHQW�LQWR�VRIWQHVV��HYHQ�D�OLWWOH�EHIRUH�WKH�SDQGHPLF�

'KDYDQ�6KDK� 2ND\��$QG�WKH�RYHUDOO�VSLOORYHU�VDOHV�IRU� WKH�HQWLUH�EDVLF�FKHPLFDO�VHJPHQW� LI�\RX�
FDQ�VKDUH�IRU�4���LV�WKDW�DURXQG�5V������RGG�FURUH"



3DJH��� RI���

5��0XNXQGDQ� 6R�� ,� FDQ
W� DQVZHU� ZKHWKHU� WKDW
V� GHIHUUDO�� EXW� FHUWDLQO\� ,� WKLQN� WKHUH� ZDV� ORVW�
UHYHQXHV� LQ� WKH� ODVW�PRQWK�EHFDXVH�RI� ORJLVWLFV�FKDOOHQJHV�ZH�DUH� IDFLQJ��$QG� LQ�
,QGLD� LW� ZDV� RQH� ZHHN� LQ� H[SRUW� PDUNHWV�� HVSHFLDOO\� LQ� 6RXWKHDVW� $VLD�� LW� ZDV�
VOLJKWO\�WKUHH�ZHHNV�RU�WKUHH�DQG�D�KDOI�ZHHNV��SUREDEO\��7KDW�LV�DOO�WKDW�,�FDQ�VD\��
0D\EH�-RKQ�FDQ�DGG�VSHFLILFDOO\�ZKHWKHU�LW�LV� KRZ�PXFK RI�GHIHUUDO�LV�EHFDXVH�RI�
ORJLVWLFV��-RKQ \RX�KDYH�DQ\�LQSXW�RQ�WKDW"

-RKQ�0XOKDOO� <HV�� QRWKLQJ� WRR� VSHFLILF� WKRXJK�� 0XNXQG�� :H� KDYH� ORJLVWLFV� GHIHUUDOV� HYHU\�
TXDUWHU��ZKHWKHU� LW
V�D�YHVVHO� OHDYLQJ� IURP 1RUWK�$PHULFD� WR 6RXWKHDVW�$VLD�� WKDW�
FRXOG� EH� ������� WRQHV WKDW� VOLSV� D� GD\� KHUH RU� WKHUH�� DVVXPLQJ IRU .HQ\D�� RQH�
YHVVHO� FRXOG� EH� D� FRXSOH� RI� PLOOLRQ� GROODUV�� 6R� WKHVH� DUH� MXVW� RSHUDWLRQDO�
FKDOOHQJHV��:KDW�ZH�KLJKOLJKWHG LQ�P\�FRPPHQWDU\�ZDV��EHFDXVH�WKH�SRUW�ZDV�QRW�
DYDLODEOH��WKDW
V�ZKDW�FDXVHG�WKH�GHOD\V��6R�WKDW¶V�GHILQLWHO\�D�SXVK�RI�D�FRXSOH�RI�
PLOOLRQ�GROODUV�LQWR�TXDUWHU�RQH�DV�IDU�DV�.HQ\D�LV�FRQFHUQHG��6R�ZH�DUH�SXVKLQJ�WR�
WU\�DQG�SLFN�WKDW�XS�

'KDYDQ�6KDK� *RW�LW��$QG�WKH�ODVW�RQH��EHFDXVH�,�PLVVHG�EHFDXVH�RI�GURS�RII��6R��\RX�PHQWLRQHG�
WKDW�WKH�&$3(;�LQ�)<�
���ZDV�DURXQG�5V������RGG FURUH�ZKLFK�LV�GHIHUUHG��6R�KRZ�
PXFK�ZRXOG�EH�WKH�&$3(;�LQ�)<�
���DQG�)<�
��"

5��0XNXQGDQ� 6R��,�WKLQN�UHDOO\�ZKDW�,�PHQWLRQHG�WKDW�WKH�&$3(;�ZLOO�VKDUSO\�FRPH�GRZQ��EXW�ZH
ZLOO FRPH� EDFN� ZLWK� WKHVH� QXPEHUV� E\� WKH� WLPH� ILUVW� TXDUWHU� UHVXOWV� RU� VHFRQG�
TXDUWHU�UHVXOWV��:H�ZLOO�OHW�\RX�NQRZ PRUH�VSHFLILFV� 7KH�UHDVRQ�,�ZDQW�WR�GR�WKDW�DW�
WKDW�SRLQW�LQ�WLPH��\RX�ZRXOG�DOVR�JHW�D�FRORU RQ�ZKDW� LV�WKH�NLQG�RI�FDVK�IORZ�DQG�
KRZ�ZH�ZLOO�SURWHFW�WKH�FDVK� %XW�DOO�,�FDQ�WHOO�\RX�LV�WKDW�WKH�WHDP�KDV�ZRUNHG�ZHOO
DQG� ,� WKLQN�ZH�KDYH�KDG�WZR�FKDOOHQJHV�ZLWKLQ�WKH� WHDP��WKH� ORQJ�WHUP�LPSDFW�RQ�
WKH� EXVLQHVVHV� WR� EH� SURWHFWHG�� HVSHFLDOO\� WKRVH� PDUNHWV� ZKLFK� VHUYH� WKH� IRRG�
SKDUPD DQG IHHG VHFWRUV DQG�DOVR�ZH�DUH WU\LQJ�WR�UDWLRQDOL]H�RXU�&$3(; SODQ��IRU�
ZKLFK�ZH�ZLOO�FRPH�EDFN� WR�\RX�VSHFLILFDOO\�DJDLQ LQ� ILUVW�TXDUWHU��6R� LW� LV�QRW 5V��
����FURUH��LW�LV�JRLQJ�WR�EH�VXEVWDQWLDOO\�OHVV��EXW�ZH�ZLOO�FRPH�EDFN�

0RGHUDWRU� 7KDQN� \RX� /DGLHV� DQG� JHQWOHPHQ�� WKDW�ZDV� WKH� ODVW� TXHVWLRQV�� ,� QRZ� KDQG� WKH�
FRQIHUHQFH�RYHU�WR�WKH�PDQDJHPHQW IRU�WKH�FORVLQJ�FRPPHQWV�

5��0XNXQGDQ� <HV��6R�,�MXVW�ZDQWHG�WR�HQG�WKH�VHVVLRQ�E\�VD\LQJ�WKDW��\HV��ZKDW�ZH�KDG�VDLG�DW�
WKH�ODVW�TXDUWHU�LV�RQ�XV��%XW�,�WKLQN�ZH�DUH�ZHOO�SUHSDUHG�DQG�ZH�ZRXOG�FRQWLQXH�WR�
HQJDJH� RQ� WKH� LVVXH� RI KRZ� GR� ZH� SURWHFW� DQG� FRQVHUYH� FDVK� LQ� WKH� FXUUHQW�
VLWXDWLRQ� ZKLOH� FRQWLQXLQJ� WR� EXLOG� RXU� FXVWRPHU� HQJDJHPHQW�� /RQJ�WHUP��ZH� VHH�
RXUVHOYHV� DV� D� EXVLQHVV�ZKLFK� KDV� IRXU� SLOODUV�� WZR RI� WKHP�FHUWDLQO\�ZLWKLQ�7DWD�
&KHPLFDOV��$QG�HYHQ�WRGD\�DV�ZH�VSHDN��WKHVH�DUH�ODUJH�VHJPHQWV��6R�ZH�ZLOO�EH�
UHFRQILJXULQJ� RXU� SUHVHQWDWLRQ� RI� WKH�ZD\�ZH�DSSURDFK� VWUDWHJ\� LQWR ILUVW� SLOODU� RI
SHUIRUPDQFH� PDWHULDOV�� DQG� VHFRQG� SLOODU� EHLQJ� WKH� 1XWULWLRQ� 6FLHQFH�� 7KH� WKLUG�
SLOODU�RI�WKH�FRPSDQ\� $JUL�6FLHQFH�ZLOO�FRQWLQXH�WR�EH�GRQH�LQ�RXU�VXEVLGLDU\�5DOOLV��
7KH�IRXUWK�RQH�� ,� WKLQN�ZRXOG�WDNH�D�ELW� ORQJHU� WKDQ�ZKDW�ZH�KDG� WKRXJKW� (QHUJ\�
6FLHQFH�� ,� WKLQN� WKDW� LV�PDLQO\� EHFDXVH�RXU FXVWRPHUV�DUH�SRVWSRQLQJ� WKHLU� SODQV
DQG�ZH�ZLOO�NHHS�SDFH�ZLWK� WKH�ZD\� WKH�FXVWRPHUV�EXLOG��$OO� ,�FDQ�VD\� LV� WKDW� WKH�
WUDQVLWLRQ�ZKLFK� KDV� KDSSHQHG� KDV� WUDQVIRUPHG�XV LQWR� D� YHU\� VKDUSO\ IRFXVVHG
FKHPLFDO� FRPSDQ\� DQG� FKHPLVWU\� FRPSDQ\� ZLWK� WKH� IRXU� SLOODUV� RI� 3HUIRUPDQFH�
0DWHULDOV��1XWULWLRQ�6FLHQFH $JUL�6FLHQFH DQG�(QHUJ\ VFLHQFH��$QG�ZH�ZLOO�FRQWLQXH�
WR�PRYH� LQ� WKDW� GLUHFWLRQ� EHFDXVH� WKHVH� DUH� ORQJ�WHUP� WUHQGV�ZH� DUH�ZRUNLQJ� RQ�
DQG� WKHVH�DUH� ORQJ�WHUP�EXVLQHVV�RSSRUWXQLWLHV�ZKLFK�DUH� UHVKDSLQJ� WKH�ZD\� WKH�
ZRUOG� SURJUHVVHV�� HYHQ� WKRXJK� WKHUH� LV� D� VKRUW�WHUP� FRQFHUQ� RQ�&29,'����� $QG�
ODVWO\� ,�ZRXOG�VD\�� ,�ZLVK�DOO�RI�\RX�D�VDIH�TXDUWHU�DKHDG� WLOO�ZH�PHHW�DJDLQ��6WD\�
VDIH� HYHU\RQH��7KDQN�\RX�
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