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:LWK�WKH�ZRUOG�JRLQJ�WKURXJK�XQSUHFHGHQWHG�WLPHV��QHDUO\�KDOI�RI�KXPDQLW\�LV�IDFLQJ�VRPH�NLQG�RI�ORFN�LQ�RU�VKHOWHU�
LQ� SODFH� RUGHU�� GXH� WR� WKH� &29,'-��� SDQGHPLF�� DJ�PDUNHWV� KDYH� IDFHG� YDULRXV� REVWDFOHV� WKDW� IRFXVHG�PRUH� RQ�
VXSSO\�FRQFHUQV�HDUO\�LQ�WKH�PRQWK��ZLOO�H[SRUWLQJ�FRXQWULHV�VKXW�GRZQ��EHIRUH�VKLIWLQJ�WR�IRFXV�PRUH�RQ�GHPDQG�
FRQFHUQV��DV�WKH�ZRUOG�SRSXODWLRQ�ORFNV�GRZQ��HDWLQJ�KDELWV�LQVLGH�RI�D�KRXVH�DUH�PXFK�ORZHU�DQG�ZLWK�OHVV�ZDVWH�
WKDQ�ZKHQ� WKH\� WUDYHO�DQG�HDW�DW� UHVWDXUDQWV�–� DQG�PRUH�GUDPDWLFDOO\� WKH\� DUH� WUDYHOLQJ�PXFK��PXFK� OHVV� VHQGLQJ�
HQHUJ\�SULFHV�WR�ORZV�WKDW�ZH�WKRXJKW�ZH�PLJKW�QHYHU�VHH�DJDLQ�� 

+RZ�GR�ZH�QDYLJDWH� DOO� RI� WKLV"� �2EYLRXVO\�� WKH�RYHUDOO� SULFH� WUHQG� UHPDLQV� ORZHU� IRU� UHDVRQV�PHQWLRQHG�DERYH���
+RZHYHU��DW�WKH�VDPH�WLPH��PDUNHWV�DUH�RQ�D�ELJ�EUHDN�–�DQG�ZH�KDYH�IRXQG�WKDW�&KLQD�OLNHV�EX\LQJ�86�FRUQ�ZKHQ�
QHDUE\�IXWXUHV�GLS�GRZQ�WR�DURXQG�������SHU�EXVKHO�� �&KLQD�KDV�ERXJKW�PRUH�86�FRUQ�LQ�WKH�SDVW�IHZ�ZHHNV�WKDQ�
WKH\�ERXJKW�LQ�DQ\�\HDU�VLQFH�DW�OHDVW��������$GGLWLRQDOO\��86�FRUQ�LV�QRZ�FRPSHWLWLYH�WR�ZRUOG�GHVWLQDWLRQV���$IWHU�D�
KLVWRULFDOO\�VORZ��-PRQWK�SHULRG��6HSW-)HE���86�FRUQ�H[SRUWV�DUH�ILQDOO\�SHUNLQJ�XS�DQG�VKRXOG�UHPDLQ�VWURQJ�ZHOO�
LQWR�DQG�PRVW�OLNHO\�WKURXJKRXW�WKH�HQWLUH���������PDUNHWLQJ�\HDU���8QIRUWXQDWHO\��WKLV�LQFUHDVH�LQ�H[SRUW�GHPDQG�LV�
QRW�HQRXJK�WR�RIIVHW�WKH�ORVV�LQ�GRPHVWLF�HWKDQRO�XVH�DV�JDVROLQH�DQG�VXEVHTXHQWO\�HWKDQRO�SULFHV�KDYH�LPSORGHG���$W�
OHDVW�LW�LV�KHOSLQJ�WR�NHHS�FRUQ�WRQQDJH�PRYLQJ� 

7KH�SUREOHP�IRU�FRUQ�LV� WKH�QHZ�FURS�EDODQFH�VKHHW�� �(YHQ�LI�FRUQ�H[SRUWV�LQFUHDVH�VLJQLILFDQWO\��SHUKDSV�WRZDUGV�
�����ELOOLRQ�EXVKHOV�IURP�a������ELOOLRQ�EXVKHOV�WKLV�\HDU���LW�LV�MXVW�QRW�HQRXJK���86'$�UHSRUWHG�H[SHFWHG������86�
FRUQ� DFUHDJH� DW� ���PLOOLRQ� DFUHV� WKLV� VSULQJ�� �4XLWH� VLPSO\��ZLWK� WKH� ORVV� LQ� HWKDQRO� GHPDQG� �SHUKDSV� GRZQ� WR� ��
ELOOLRQ�EXVKHOV�LQ�ERWK�ROG�DQG�QHZ�FURS���WKLV�ZRXOG�VXJJHVW�WKDW�DQ�DYHUDJH�86�FRUQ�\LHOG�ZRXOG�VHQG�86�HQGLQJ�
VWRFNV�WR�KLVWRULFDOO\�KLJK�OHYHOV�DQG�FOHDUO\�RYHU���ELOOLRQ�EXVKHOV�WR�EH�FDUULHG�RXW�IURP�WKH�������PDUNHWLQJ�\HDU���
86�FRUQ�SULFHV�PRVW�OLNHO\�QHHG�WR�FRQWLQXH�WR�JULQG�ORZHU�WR�DWWUDFW�HYHQ�PRUH�H[SRUW�GHPDQG�DQG�DOVR�VKLIW�VRPH�
FRUQ�DFUHDJH�LQWR�VR\EHDQV���+RZHYHU��,�H[SHFW�WKH�JULQG�WR�EH�YHU\�VORZ�IURP�WKHVH�ORZHU�OHYHOV�–�DV�ZH�VWLOO�IDFH�
VSULQJ�VXPPHU�ZHDWKHU�DQG�KDYH�WR�SURGXFH�WKH�FURS�ILUVW� 

6R\EHDQV�DQG�VR\�SURGXFWV�KDYH�H[SHULHQFHG�D�VLJQLILFDQW�VKLIW�LQ�IXQGDPHQWDOV�RYHU�WKH�SDVW�PRQWK���0LG-PRQWK��
VXSSO\� FRQFHUQV� IURP�$UJHQWLQH� SXVKHG� VR\EHDQ�PHDO� IXWXUHV� XS� ���� LQ� QR� WLPH�� �+RZHYHU�� E\� WKH� HQG� RI� WKH�
PRQWK�� WKH�IRFXV�KDG� UHWXUQHG� WR�GHPDQG�FRQFHUQV��DQG� WKDW�SULFH� UDOO\�KDV�EDVLFDOO\�EHHQ�HUDVHG�� �6R\EHDQ�RLO�–�
RQFH� WKH�KRSH� WR�EH� WKH� ILUVW� DJ�PDUNHW� WR� IDFH� VKRUWDJHV��KDV� VKLIWHG�HQWLUHO\� WKH�RSSRVLWH�GLUHFWLRQ�RQ�GHFUHDVHG�
JOREDO�ELRIXHO�GHPDQG���6R\EHDQ�IXWXUHV�VWLOO�VHHP�D�ELW�RYHUSULFHG�LQ�WKH�ROG�FURS�SRVLWLRQV�DV�%UD]LO�KDV�KDSSLO\�
VKLSSHG�UHFRUG�TXDQWLWLHV�RI�VR\EHDQV�WR�&KLQD�DQG�RWKHU�ZRUOG�GHVWLQDWLRQV��DQG�WKLV�VKRXOG�FRQWLQXH�WKURXJKRXW�WKH�
VSULQJ�DQG�ZHOO�LQWR�WKH�VXPPHU���%UD]LO�IDUPHUV�KDYH�EHHQ�DJJUHVVLYHO\�VHOOLQJ�WR�ORFN�LQ�UHFRUG�SULFHV�LQ�WKHLU�ORFDO�
FXUUHQF\�� � +RZHYHU�� 6RXWK� $PHULFDQ� SURGXFWLRQ� SURVSHFWV� DUH� JRLQJ� ORZHU�� ZLWK� 6RXWK� %UD]LO� DQG� $UJHQWLQH�
SURVSHFWV�DQG�\LHOGV�FRPLQJ�LQ�VLJQLILFDQWO\�ORZHU�WKDQ�DQWLFLSDWHG���7KLV�LV�DQ�RIIVHW�RI�WKH�UHFRUG�SURGXFWLRQ�DQG�
\LHOGV�LQ�QRUWKHUQ�%UD]LO���0RVW�HVWLPDWHV�DUH�QRZ�IRU�D�%UD]LOLDQ�FURS�VRPHZKHUH�LQ�WKH����-����007�UDQJH�DQG�
$UJHQWLQD�LQ�WKH���-���007�UDQJH���$W�WKH�PLG-SRLQWV�RI�WKH�DERYH��WKDW�ZRXOG�UHSUHVHQW�D�ORVV�RI���007�YV��WKH�
ODWHVW�86'$�SURMHFWLRQ�� �)XUWKHU��&KLQHVH�GHPDQG� LV�SLFNLQJ�EDFN�XS��DQG�86'$�LV� OLNHO\��-��007�WRR� ORZ�RQ�
WKHLU�&KLQHVH�LPSRUW�SURMHFWLRQV���$OO�RI�WKLV�VXJJHVWV�WKDW�%UD]LO�LV�OLNHO\�WR�KDYH�WKH�VPDOOHVW�6HSW���VWRFNV�LQ�PDQ\�
\HDUV� �DV� WKH\� DJJUHVVLYHO\� VKLS� HDUO\� GXH� WR�KHDY\� IDUPHU� VHOOLQJ� DQG�QR�FDUU\� WR�621'��� DQG�$UJHQWLQD� VHHPV�
KDSS\�WR�KRDUG�UHFRUG�DPRXQWV�RI�VR\EHDQV��WKHLU�VWRFNV�DUH�OLNHO\�WR�EH�KLJKHU�WKDQ�86'$�HVWLPDWHV�RQ�6HSW����EXW�
DOO�LQ�WLJKW�IDUPHU�KDQGV����7KLV�VXJJHVWV�86�VR\EHDQ�H[SRUWV�6HSW�IRUZDUG�FDQ�UDPS�XS�WR�KLVWRULFDOO\�KLJK�OHYHOV� 
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)XUWKHU��WKH�QHZ�FURS�86�6	'�LV�WLJKWHQLQJ�VLJQLILFDQWO\�GXH�WR�WKH�FRPELQDWLRQ�RI�VPDOOHU�6$0�FURSV��DORQJ�ZLWK�
DJJUHVVLYH�%UD]LOLDQ�VHOOLQJ�RQ�WKH�IURQW-HQG�DQG�$UJHQWLQH�IDUPHU�KRDUGLQJ���EHWWHU�&KLQHVH�GHPDQG��DQG�D�ORZHU�
WKDQ� H[SHFWHG�86'$�86� DFUHDJH� HVWLPDWH� DW� RQO\� �����PLOOLRQ� DFUHV�� � ,� GR� WKLQN� SULFHV� KDYH� OLNHO\� VKLIWHG� �-��
PLOOLRQ�DGGLWLRQDO�DFUHV�LQWR�VR\EHDQV��FRPLQJ�RXW�RI�FRUQ�DQG�FRWWRQ���EXW�HYHQ�ZLWK�a���PLOOLRQ�DFUHV��LW�LV�HDV\�WR�
SURMHFW� D�QHZ�FURS�FDUU\RXW�SRWHQWLDOO\�EHORZ�����PLOOLRQ�EXVKHOV�� �7KDW�GRHVQ¶W� OHDYH� D� ORW� RI� ULVN�SUHPLXP� IRU�
\LHOG�LVVXHV�LQ�WKH�86���:H�QHHG�WR�NHHS�WKLV�LQ�PLQG���,¶P�QRW�VXUH�VR\EHDQ�IXWXUHV�DUH�RYHUO\�EXOOLVK�LQ�KHUH��EXW�,�
GR�WKLQN�WKH�ULVN�LV�WR�WKH�XSVLGH�LQ�WKH�QHZ�FURS�SRVLWLRQV� 

7KH�ERWWRP� OLQH� WKLV�PRQWK� LV� WKDW� ,� WKLQN� WKHVH�PDUNHWV�DUH� LQ�D� WUDGLQJ� UDQJH� LQ� WKH� VKRUW-WHUP�� �+RZHYHU��RYHU�
WLPH��,�WKLQN�VR\EHDQV�VKRXOG�JDLQ�RQ�FRUQ�DQG�ZKHDW�ZLWK�IRUZDUG�EDODQFH�VKHHWV�YHU\�EHDULVK�IRU�WKH�JUDLQV�DQG�
VZLWFKLQJ�LQFUHDVLQJO\�VXSSRUWLYH�IRU�WKH�QHZ�FURS�VR\EHDQV�� 
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ĨŽƌ�Ă�ĚĞĐŝƐŝŽŶ� ƚŽ�ĞŶƚĞƌ� ŝŶƚŽ�ĂŶǇ�ĚĞƌŝǀĂƟǀĞƐ� ƚƌĂŶƐĂĐƟŽŶ͘�dŚĞ�ĐŽŶƚĞŶƚƐ�ŽĨ� ƚŚŝƐ� ĐŽŵŵĞŶƚĂƌǇ�ĂƌĞ� ĨŽƌ� ŝŶĨŽƌŵĂƟŽŶĂů�ƉƵƌƉŽƐĞƐ�ŽŶůǇ�ĂŶĚ�ƵŶĚĞƌ�ŶŽ�ĐŝƌĐƵŵƐƚĂŶĐĞƐ�
ƐŚŽƵůĚ�ƚŚĞǇ�ďĞ�ĐŽŶƐƚƌƵĞĚ�ĂƐ�ĂŶ�ŽīĞƌ�ƚŽ�ƐĞůů�Žƌ�Ă�ƐŽůŝĐŝƚĂƟŽŶ�ƚŽ�ďƵǇ�Žƌ�ƐĞůů�ĂŶǇ�ĨƵƚƵƌĞƐ�Žƌ��ŽƉƟŽŶƐ�ĐŽŶƚƌĂĐƚ͘�dŚŝƐ�ŵĂƚĞƌŝĂů�ĐĂŶŶŽƚ�ďĞ�ĐŽƉŝĞĚ͕�ƌĞƉƌŽĚƵĐĞĚ͕�ŵŽĚŝͲ
ĮĞĚ͕�Žƌ�ƌĞĚŝƐƚƌŝďƵƚĞĚ�ǁŝƚŚŽƵƚ�ƚŚĞ�ǁƌŝƩĞŶ�ĐŽŶƐĞŶƚ�ŽĨ��ŝƚƐĐŚ�dƌĂĚŝŶŐ͕�>>�͘�EŽ�ŽŶĞ�ŚĂƐ�ďĞĞŶ�ĂƵƚŚŽƌŝǌĞĚ�ƚŽ�ĚŝƐƚƌŝďƵƚĞ�ƚŚŝƐ�ĨŽƌ�ƐĂůĞ͘� 


