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)LJXUH���²&KDQJH�LQ�IRUHVW�DUHD�E\�VRXWKHUQ�VXEUHJLRQ�IURP�����WR�������H[SUHVVHG�LQ�SHUFHQW��EDVHG�RQ�DQ��
H[SHFWDWLRQ�RI�ODUJH�XUEDQL]DWLRQ�JDLQV�ZLWK�GHFUHDVLQJ�WLPEHU�SULFHV��&RUQHUVWRQH�%� � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ����

)LJXUH���²7RWDO�IRUHVW�FDUERQ�VWRFN��PLOOLRQ�WRQV�RI�FDUERQ�������±����E\�&RUQHUVWRQH�)XWXUH��� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ���

)LJXUH���²5RXQGZRRG�KDUYHVWV�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV�E\�SURGXFW������±������YDULRXV�\HDUV � �� �� �� �� �� �� �� �� �� �� �� �� �� ���

)LJXUH��²5HDO�VWXPSDJH�SULFHV�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV�E\�SURGXFW������±���� � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ���

)LJXUH���²)RUHFDVWV�RI�VWDQGLQJ�WLPEHU�KDUYHVW�TXDQWLWLHV�DQG�UHDO�WLPEHU�SULFHV������ �����DVVXPLQJ�D�FRQVWDQW��
WLPEHU�GHPDQG�DQG�&RUQHUVWRQH�$�HFRQRPLF�VFHQDULR� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ���

)LJXUH��²)RUHFDVWV�RI�WLPEHU�SURGXFWLRQ�DQG�UHDO�WLPEHU�SULFHV������ �����DVVXPLQJ�DQ�H[SDQGLQJ�WLPEHU��
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)LJXUH���²)RUHFDVWV�RI�WLPEHU�SURGXFWLRQ�DQG�UHDO�WLPEHU�SULFHV������ �����DVVXPLQJ�DQ�H[SDQGLQJ�WLPEHU��
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)LJXUH���²7RWDO�IRUHVW�ELRPDVV�PHDVXUHG�DV�JURZLQJ�VWRFN�YROXPH��PLOOLRQ�FXELF�IHHW��IRU�WKH�6RXWKHUQ�8QLWHG�6WDWHV���
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)LJXUH���²:RRG\�ELRPDVV�GHPDQG�IRU�HQHUJ\�LQ�WKH�6RXWK�XQGHU�ORZ���PHGLXP���DQG�KLJK�FRQVXPSWLRQ�VFHQDULRV���
ZLWK�GHPDQG�IURP�WUDGLWLRQDO�IRUHVW�LQGXVWU\�DQG�DYDLODELOLW\�IURP�XUEDQ�ZRRG�ZDVWH������±�� � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ����

)LJXUH���²)RUHFDVWHG�IRUHVW�DUHD�E\�IRUHVW�PDQDJHPHQW�W\SH������±����IRU��$��&RUQHUVWRQH�(��ZKLFK�LV�FKDUDFWHUL]HG��
E\�KLJK�XUEDQL]DWLRQ��KLJK�WLPEHU�SULFHV��DQG�KLJKHU�SODQWLQJ�UDWHV��DQG��%��&RUQHUVWRQH�)��ZKLFK�LV�FKDUDFWHUL]HG�E\��
ORZ�XUEDQL]DWLRQ��ORZ�WLPEHU�SULFHV��DQG�ORZHU�SODQWLQJ�UDWHV � �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ���

)LJXUH���²3URMHFWHG�LQFUHDVHV��VKRZQ�DV�SHUFHQWDJH�RI�FKDQJH��LQ�XUEDQ�FRYHU�LQ�WKUHH�PDMRU�ULYHU�EDVLQV�RI�WKH��
6RXWKHUQ�8QLWHG�6WDWHV�IURP������WR������XQGHU�&RUQHUVWRQH�)XWXUH�$��KLJK�SRSXODWLRQ�LQFRPH�JURZWK�ZLWK��
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)LJXUH���²$YHUDJH�PRQWKO\�ZDWHU�VXSSO\�VWUHVV��GH¿QHG�E\�WKH�:DWHU�6XSSO\�6WUHVV�,QGH[�RU�:D66,�DQG�FDOFXODWHG��
E\�GLYLGLQJ�ZDWHU�VXSSO\�LQWR�ZDWHU�GHPDQG��DPRQJ�DOO�1DWXUDO�5HVRXUFH�&RQVHUYDWLRQ�6HUYLFH�:DWHUVKHG�%RXQGDU\��
'DWDVHW�+\GURORJLF�8QLW�&RGH�ZDWHUVKHGV��+8&V��LQ�WKH�6RXWK�XQGHU�KLVWRULF�DQG�IRXU�IXWXUH�FOLPDWH�VFHQDULRV � �� �� �� �� �� �� �� ����

)LJXUH���²3URMHFWHG�DYHUDJH�ULYHU�ÀRZV�DPRQJ�WKH�����1DWXUDO�5HVRXUFHV�&RQVHUYDWLRQ�6HUYLFH�:DWHUVKHG�%RXQGDU\��
'DWDVHW���GLJLW�+\GURORJLF�8QLW�&RGH�ZDWHUVKHGV��+8&V��LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV�6RXWK�XQGHU�IRXU�IXWXUH��
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)LJXUH���²3HUFHQW�FKDQJH�LQ�ZDWHU�VXSSO\�VWUHVV�GXH�WR�FOLPDWH�FKDQJH��GH¿QHG�E\�WKH�:DWHU�6XSSO\�6WUHVV�,QGH[��
�:D66,��DQG�FDOFXODWHG�E\�GLYLGLQJ�ZDWHU�VXSSO\�LQWR�ZDWHU�GHPDQG��E\������XQGHU�IRXU�&RUQHUVWRQH�)XWXUHV� �� �� �� �� �� �� �� �� ����

)LJXUH���²3UREDEOH�VSUHDG�RI�ODXUHO�ZLOW�GLVHDVH��5DIIDHOHD�ODXULFROD��IURP������WR�������EDVHG�RQ�WKH�FXUUHQW�UDWH�RI��
VSUHDG�DQG�NQRZQ�GLVWULEXWLRQ�RI�WKH�UHGED\��3HUVHD�ERXUERQLV��KRVW��.RFK�DQG�6PLWK������� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ���

)LJXUH���²&RXQW\�OHYHO�GLVWULEXWLRQ�RI�HVWDEOLVKHG�KHPORFN�ZRROO\�DGHOJLG��+:$���$GHOJHV�WVXJDH��SRSXODWLRQV���
DV�UHSRUWHG�E\�6WDWH�IRUHVW�KHDOWK�RI¿FLDOV�LQ�������SRSXODWLRQV�DUH�QRW�GLVWULEXWHG�HYHQO\�LQ�LQIHVWHG�FRXQWLHV� �� �� �� �� �� �� �� �� �� ���

)LJXUH���²3UHGLFWHG�FOLPDWLF�VXLWDELOLW\�IRU�HVWDEOLVKLQJ�VXGGHQ�RDN�GHDWK��3K\WRSKWKRUD�UDPRUXP��LQ�WKH�FRQWHUPLQRXV��
8QLWHG�6WDWHV�EDVHG�RQ�DQ�HFRFOLPDWLF�LQGH[�H[FOXGLQJ�HQYLURQPHQWDO�VWUHVVHV��9HQHWWH�DQG�&RKHQ������� �� �� �� �� �� �� �� �� �� �� �� ���

)LJXUH���²7DOORZWUHH��7ULDGLFD�VHELIHUD���SRWHQWLDO�IRU�RFFXSDWLRQ�LQWR������XQGHU�����VWDWXV�TXR�DVVXPSWLRQ�WKDW�FXUUHQW��
WUHQGV�ZLOO�FRQWLQXH������PD[LPDO�ZDUPLQJ�DQG�GU\LQJ�FRQGLWLRQV��&RUQHUVWRQHV�$�DQG�(������PRGHUDWH�ZDUPLQJ�DQG��
PLQLPDO�GU\LQJ�FRQGLWLRQV��&RUQHUVWRQH�&������PLQLPDO�ZDUPLQJ�ZLWK�LQFUHDVHG�UDLQIDOO��&RUQHUVWRQH�%��DQG�����FRROLQJ��
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)LJXUH���²1HSDOHVH�EURZQWRS��0LFURVWHJLXP�YLPLQHXP���WKH�DFWXDO�FXUUHQW�SURSRUWLRQ�RI�VXUYH\�SORWV��OLQH����
����VWDWXV�TXR�DVVXPSWLRQ�WKDW�FXUUHQW�WUHQGV�ZLOO�FRQWLQXH������PD[LPDO�ZDUPLQJ�DQG�GU\LQJ�FRQGLWLRQV���
&RUQHUVWRQHV�$�DQG�(������PRGHUDWH�ZDUPLQJ�DQG�PLQLPDO�GU\LQJ�FRQGLWLRQV��&RUQHUVWRQH�&������PLQLPDO��
ZDUPLQJ�ZLWK�LQFUHDVHG�UDLQIDOO��&RUQHUVWRQH�%��DQG�����FRROLQJ�DQG�GU\LQJ�FRQGLWLRQV��&RUQHUVWRQHV�'�DQG�)�DW�KLJK��
�DJUHHPHQW�RI�ERWK�PRGHOV��DQG�PRGHUDWH��SUHGLFWHG�E\�RQH�PRGHO��SUREDELOLW\� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ����

)LJXUH���²6HDVRQDO�YLHZ�RI�¿UH�SRWHQWLDO�IRU�FXUUHQW�FRQGLWLRQV�IRU�&RUQHUVWRQH�%��%URZQ��EOXH��DUHDV�GHSLFW�DUHDV��
ZLWK�SRVLWLYH��QHJDWLYH��3',��:KLWH�DUHDV�UHÀHFW�D�3',�QHDU�]HUR�LQGLFDWLQJ�D�EDODQFH�EHWZHHQ�HYDSRWUDQVSLUDWLRQ�DQG��
SUHFLSLWDWLRQ��&RORU�LQWHQVLW\�UHODWHV�WR�WKH�PDJQLWXGH�RI�GHSDUWXUH�IURP�WKLV�EDODQFHG�VWDWH� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ���

)LJXUH���²&KDQJH�LQ�VHDVRQDO�¿UH�SRWHQWLDO�LQ����\HDUV�IRU�&RUQHUVWRQH�%��%URZQ�DUHDV�GHSLFW�DUHDV�ZLWK�SRVLWLYH��
3',��%OXH�DUHDV�GHSLFW�DUHDV�ZLWK�QHJDWLYH�3',��:KLWH�DUHDV�UHÀHFW�D�3',�QHDU�]HUR�LQGLFDWLQJ�D�EDODQFH�EHWZHHQ��
HYDSRWUDQVSLUDWLRQ�DQG�SUHFLSLWDWLRQ��&RORU�LQWHQVLW\�UHODWHV�WR�WKH�PDJQLWXGH�RI�GHSDUWXUH�IURP�WKLV�EDODQFHG�VWDWH� �� �� �� �� �� �� ���
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)LJXUH���²3HUFHQW�RI�IDPLO\�IRUHVWV�E\�WRWDO�DUHD�DQG�QXPEHU�RI�RZQHUV�LQ�HDFK�RI�QLQH�VL]H�FODVVL¿FDWLRQV�IRU�WKH��
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)LJXUH���²&RUSRUDWH�IRUHVW�RZQHUVKLS�IRU�IRUHVW�SURGXFWV�LQGXVWU\��DOVR�NQRZQ�DV�YHUWLFDOO\�LQWHJUDWHG�WLPEHU�SURGXFWV��
FRPSDQLHV���WLPEHU�LQYHVWPHQW�PDQDJHPHQW�RUJDQL]DWLRQV��7,02���UHDO�HVWDWH�LQYHVWPHQW�WUXVWV��5(,7���DQG�RWKHU��
FRUSRUDWH�LQ�������������DQG������ �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ���
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)LJXUH���²&RXQW\�OHYHO�FRXQWV�IRU�)HGHUDO�VWDWXV�YDVFXODU�SODQW�VSHFLHV�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV��
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)LJXUH���²&RXQW\�OHYHO�FRXQWV�IRU�)HGHUDO�VWDWXV�WHUUHVWULDO�YHUWHEUDWH�VSHFLHV�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV��
�1DWXUH6HUYH������� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� �� ���

)LJXUH���²&RXQW\�OHYHO�FRXQWV�IRU�VSHFLHV�RI�FRQVHUYDWLRQ�FRQFHUQ�E\�WD[D�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV���
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)LJXUH���²*URZWK�LQ�QXPEHU�RI�SHRSOH�DQG�QXPEHU�RI�DFWLYLW\�GD\V�LQ����RXWGRRU�UHFUHDWLRQ�DFWLYLWLHV�LQ�WKH��
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)LJXUH���²$FUHV�SHU�FDSLWD�RI�)HGHUDO�DQG�6WDWH�ODQG�DUHD�ZLWKLQ�D����PLOH�UHFUHDWLRQ�GD\�WULS�RI�HDFK�8�6��FRXQW\������� �� �� ����

/LVW�RI�)LJXUHV





$EVWUDFW
7KH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�SURYLGHV�D�VFLHQFH�EDVHG�³IXWXULQJ´�
DQDO\VLV�RI�WKH�IRUHVWV�RI�WKH����6WDWHV�RI�WKH�6RXWKHDVWHUQ�8QLWHG�6WDWHV��
:LWK�¿QGLQJV�RUJDQL]HG�LQ�D�VHW�RI�VFHQDULRV�DQG�XVLQJ�D�FRPELQDWLRQ�
RI�FRPSXWHU�PRGHOV�DQG�VFLHQFH�V\QWKHVLV��WKH�DXWKRUV�RI�WKH�6RXWKHUQ�
)RUHVW�)XWXUHV�3URMHFW�H[DPLQH�D�YDULHW\�RI�SRVVLEOH�IXWXUHV�WKDW�FRXOG�
VKDSH�IRUHVWV�DQG�WKH�PDQ\�HFRV\VWHP�VHUYLFHV�DQG�YDOXHV�WKDW�IRUHVWV�
SURYLGH��7KH�VFLHQFH�¿QGLQJV�DQG�PRGHOLQJ�UHVXOWV�FRXOG�LQIRUP�
PDQDJHPHQW�DQG�SROLF\�DQDO\VLV�RI�WKH�6RXWK¶V�IRUHVWV��,Q�WKLV�VXPPDU\�
UHSRUW��WKH�DXWKRUV�GLVWLOO�GHWDLOHG�UHVXOWV�IURP�WKH�6RXWKHUQ�)RUHVW�
)XWXUHV�3URMHFW�WHFKQLFDO�UHSRUW�DQG�SURYLGH�D�VHW�RI�NH\�¿QGLQJV�DQG�
LPSOLFDWLRQV�

.H\ZRUGV��)RUHVW�FRQVHUYDWLRQ��IXWXULQJ��LQWHJUDWHG�DVVHVVPHQW��
6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW��VXVWDLQDELOLW\�
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7KLV�UHSRUW�VXPPDUL]HV�WKH�¿QGLQJV�RI�WKH�6RXWKHUQ�)RUHVW�
)XWXUHV�3URMHFW��DOVR�UHIHUUHG�WR�LQ�WKHVH�SDJHV�DV�WKH�)XWXUHV�
3URMHFW��7KH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�LV�DQ�HIIRUW�
WR�DQWLFLSDWH�WKH�IXWXUH�DQG�DQDO\]H�ZKDW�WKH�LQWHUDFWLRQ�RI�
IXWXUH�FKDQJHV�PLJKW�PHDQ�IRU�WKH�IRUHVWV�RI�WKH�6RXWK�DQG�WKH�
VHUYLFHV�WKH�IRUHVWV�SURYLGH�LQ�WKH�UHJLRQ¶V����6WDWHV��¿J�������
:H�H[SORUH�D�ODE\ULQWK�RI�GULYLQJ�IDFWRUV��IRUHVW�RXWFRPHV��
DQG�KXPDQ�LPSOLFDWLRQV�WR�VNHWFK�KRZ�WKH�ODQGVFDSH�RI�WKH�
6RXWK�PLJKW�FKDQJH��,Q�WKLV�VXPPDU\�UHSRUW��ZH�FRQVROLGDWH�
WKH�¿QGLQJV�RI����GHWDLOHG�DQDO\VHV�RQ�VSHFL¿F�IRUHFDVWV�DQG�
QDWXUDO�UHVRXUFH�LVVXHV��DQG�ZH�V\QWKHVL]H�WKHP�LQWR�D�VHW�RI�
NH\�¿QGLQJV��WKURXJKRXW�WKLV�VXPPDU\�UHSRUW��UHIHUHQFHV�WR�
VSHFL¿F�FKDSWHUV�JXLGH�WKH�UHDGHU�WR�PRUH�GHWDLOHG�LQIRUPDWLRQ�
LQ�WKH�WHFKQLFDO�UHSRUW��:HDU�DQG�*UHLV��LQ�SUHVV����$�
VXEVHTXHQW�SKDVH�RI�WKLV�HIIRUW�ZLOO�EH�WR�GHYHORS�PDQDJHPHQW�
DQG�UHVWRUDWLRQ�LPSOLFDWLRQV�IRU�WKH�YDULRXV�IRUHVW�W\SHV�DQG�
VXEUHJLRQV�LQ�WKH�6RXWK�

:K\�PLJKW�ZH�ZDQW�WR�VSHQG�VHYHUDO�\HDUV�VRUWLQJ�WKURXJK�
WKH�YDULRXV�IDFHWV�RI�WKLV�FRPSOLFDWHG�SX]]OH"�7KH�UHDVRQV�DUH�
YDULHG�EXW�WKH\�DOO�UHYROYH�DURXQG�RQH�QRWLRQ��WKDW�NQRZLQJ�
PRUH�DERXW�KRZ�WKH�IXWXUH�PLJKW�XQIROG�FDQ�LPSURYH�
GHFLVLRQV�WKDW�KDYH�ORQJ�WHUP�FRQVHTXHQFHV��.QRZLQJ�
PRUH�DERXW�IXWXUH�ODQG�XVH�FKDQJHV�DQG�WLPEHU�PDUNHWV�FDQ�
JXLGH�WLPEHU�LQYHVWPHQW�GHFLVLRQV��.QRZLQJ�PRUH�DERXW�WKH�
LQWHUVHFWLRQ�RI�DQWLFLSDWHG�XUEDQL]DWLRQ��LQWHQVLYH�IRUHVWU\��
DQG�LPSHULOHG�VSHFLHV�FDQ�JXLGH�IRUHVW�FRQVHUYDWLRQ�SROLF\�
DQG�LQYHVWPHQWV��$QG�NQRZLQJ�PRUH�DERXW�WKH�SRWHQWLDO�

��$OO�FKDSWHUV�PD\�EH�DFFHVVHG�RQ�WKH�)XWXUHV�3URMHFW�:HE�VLWH��KWWS���ZZZ�
VUV�IV�IHG�XVGD�JRY�IXWXUHV�

GHYHORSPHQW�RI�¿EHU�PDUNHWV�FDQ�LPSURYH�ELRHQHUJ\�SROLFLHV��
&RQVHTXHQWO\��RXU�LQWHQGHG�DXGLHQFHV�DUH�QDWXUDO�UHVRXUFH�
GHFLVLRQ�PDNHUV�DQG�SURIHVVLRQDOV��PDQDJHUV�DQG�SROLF\�
DQDO\VWV��DV�ZHOO�DV�PHPEHUV�RI�WKH�EURDGHU�SXEOLF�ZKR�FDUH�
DERXW�QDWXUDO�UHVRXUFH�VXVWDLQDELOLW\�DQG�SROLF\�

7KLV�VXPPDU\�UHSRUW�VWDUWV�ZLWK�D�GHVFULSWLRQ�RI�VRXWKHUQ�
IRUHVWV�DQG�WKH�IRUFHV�DFWLQJ�XSRQ�WKHP��$�GHVFULSWLRQ�RI�
UHVHDUFK�PHWKRGV�DQG�WKH�DVVHVVPHQW�SURFHVV�LV�IROORZHG�E\�
GHVFULSWLRQV�RI�WKH�IROORZLQJ����NH\�¿QGLQJV�

��7KH�LQWHUDFWLRQ�RI�IRXU�SULPDU\�IDFWRUV�ZLOO�GH¿QH�WKH�
6RXWK¶V�IXWXUH�IRUHVWV��SRSXODWLRQ�JURZWK��FOLPDWH�FKDQJH��
WLPEHU�PDUNHWV��DQG�LQYDVLYH�VSHFLHV�
��8UEDQL]DWLRQ�LV�IRUHFDVWHG�WR�UHVXOW�LQ�IRUHVW�ORVVHV��
LQFUHDVHG�FDUERQ�HPLVVLRQV��DQG�VWUHVV�WR�RWKHU�IRUHVW�
UHVRXUFHV�
��6RXWKHUQ�IRUHVWV�FRXOG�VXVWDLQ�KLJKHU�WLPEHU�SURGXFWLRQ�
OHYHOV��EXW�GHPDQG�LV�WKH�OLPLWLQJ�IDFWRU�DQG�GHPDQG�JURZWK�
LV�XQFHUWDLQ�
��%LRHQHUJ\�IXWXUHV�FRXOG�EULQJ�GHPDQGV�WKDW�DUH�ODUJH�
HQRXJK�WR�WULJJHU�FKDQJHV�LQ�IRUHVW�FRQGLWLRQV��PDQDJHPHQW��
DQG�PDUNHWV�
��$�FRPELQDWLRQ�RI�IDFWRUV�KDV�WKH�SRWHQWLDO�WR�GHFUHDVH�ZDWHU�
DYDLODELOLW\�DQG�GHJUDGH�TXDOLW\��IRUHVW�FRQVHUYDWLRQ�DQG�
PDQDJHPHQW�FDQ�KHOS�WR�PLWLJDWH�WKHVH�HIIHFWV�
��,QYDVLYH�VSHFLHV�FUHDWH�D�JUHDW�EXW�XQFHUWDLQ�SRWHQWLDO�IRU�
HFRORJLFDO�FKDQJHV�DQG�HFRQRPLF�ORVVHV�

7KH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW��6XPPDU\�5HSRUW

'DYLG�1��:HDU�DQG�-RKQ�*��*UHLV

)LJXUH��²7KH����6WDWH�UHJLRQV�HYDOXDWHG�E\�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�
3URMHFW�



�

��$Q�H[WHQGHG�¿UH�VHDVRQ�FRPELQHG�ZLWK�REVWDFOHV�WR�
SUHVFULEHG�EXUQLQJ�ZRXOG�LQFUHDVH�ZLOGODQG�¿UH�UHODWHG�
KD]DUGV�
��3ULYDWH�RZQHUV�FRQWLQXH�WR�FRQWURO�IRUHVW�IXWXUHV��EXW�
RZQHUVKLS�SDWWHUQV�DUH�EHFRPLQJ�OHVV�VWDEOH�
��7KUHDWV�WR�VSHFLHV�RI�FRQVHUYDWLRQ�FRQFHUQ�DUH�ZLGHVSUHDG�
EXW�DUH�HVSHFLDOO\�FRQFHQWUDWHG�LQ�WKH�&RDVWDO�3ODLQ�DQG�WKH�
$SSDODFKLDQ�&XPEHUODQG�VXEUHJLRQV�
��,QFUHDVLQJ�SRSXODWLRQV�ZRXOG�LQFUHDVH�GHPDQG�IRU�IRUHVW�
EDVHG�UHFUHDWLRQ�ZKLOH�WKH�DYDLODELOLW\�RI�ODQG�WR�PHHW�WKHVH�
QHHGV�LV�IRUHFDVWHG�WR�GHFOLQH�

7KHVH�NH\�¿QGLQJV�VXPPDUL]H�D�QXPEHU�RI�SRWHQWLDO�IXWXUHV�
IRU�VRXWKHUQ�IRUHVWV��7R�EH�FOHDU��WKLV�LV�QRW�DQ�DWWHPSW�WR�
SUHVFULEH�GHFLVLRQV�RU�DGYLFH�RQ�KRZ�EHVW�WR�IRUP�SROLF\�LQ�
UHVSRQVH�WR�DQWLFLSDWHG�FKDQJHV��5DWKHU��WKH�¿QGLQJV�SURYLGH��
D�IRXQGDWLRQ�RI�LQIRUPDWLRQ�IRU�RWKHUV�WR�HYDOXDWH�PDQDJHPHQW�
DQG�SROLF\�DOWHUQDWLYHV�LQ�OLJKW�RI�SRVVLEOH�IXWXUHV��2XU�
XOWLPDWH�PHDVXUH�RI�VXFFHVV�ZLOO�EH�WKH�H[WHQW�WR�ZKLFK�WKH�
¿QGLQJV�DUH�XVHG�IRU�VXFK�DQDO\VLV�

%$&.*5281'

2Q�D�GD\�WR�GD\�EDVLV��IRUHVWV�FKDQJH�OHVV�UDSLGO\�WKDQ�PRVW�
RWKHU�DVSHFWV�RI�WKH�PRGHUQ�ZRUOG��7UHHV�OLYH�ORQJ�OLYHV��DQG�
KDUYHVWLQJ�RU�QDWXUDO�GLVWXUEDQFHV�DUH�UHODWLYHO\�LQIUHTXHQW��
1HYHUWKHOHVV��IRUHVWV�DUH�GLYHUVH�DQG�G\QDPLF��7RGD\¶V�
VRXWKHUQ�IRUHVWV�VWDQG�LQ�VKDUS�FRQWUDVW�WR�WKH�ODQGVFDSH�
REVHUYHG�FHQWXULHV�DJR�E\�(XURSHDQ�VHWWOHUV��7KH�IRUHVWV�DOVR�
GLIIHU�VXEVWDQWLDOO\�IURP�WKH�FXWRYHU�IRUHVWV�WKDW�GRPLQDWHG�
WKH�6RXWK�DW�WKH�VWDUW�RI�WKH�*UHDW�'HSUHVVLRQ��7KH�IRUHVWV�
HYHQ�DUH�VWUXFWXUDOO\�GLVVLPLODU�WR�WKH�IRUHVWV�RI�MXVW����\HDUV�
DJR��$V�WKHVH�GLIIHUHQFHV�GHPRQVWUDWH��VORZ�FKDQJH�GRHV�QRW�
QHFHVVDULO\�HTXDWH�WR�VPDOO�FKDQJH�

6RXWKHUQ�IRUHVWV�DUH�XQLTXH��H[FHSWLRQDOO\�GLYHUVH��DQG�
QDWLRQDOO\�VLJQL¿FDQW��7KH\�GHYHORS�PXFK�PRUH�UDSLGO\�WKDQ�
IRUHVWV�LQ�RWKHU�UHJLRQV��SDUWO\�EHFDXVH�RI�KXPLG�WHPSHUDWH�
DQG�VXEWURSLFDO�FOLPDWHV�DQG�SDUWO\�EHFDXVH�RI�WKH�UHODWLYHO\�
IDVW�JURZWK�UDWHV�RI�QDWLYH�WUHH�VSHFLHV��$QRWKHU�IDFWRU�LV�WKH�
VRXWKHUQ�IRUHVW�SURGXFWV�VHFWRU��ZKLFK�KDUYHVWV�D�PDMRULW\�RI�WKH�
1DWLRQ¶V�¿EHU�DQG�KDV�LQYHVWHG�LQ�IRUHVW�JURZWK��ODUJHO\�WKURXJK�
UHODWLYHO\�VKRUW�URWDWLRQ�SLQH�SODQWDWLRQV��3ULYDWH�FRUSRUDWLRQV�
DQG�IDPLOLHV�RZQ�DQG�PDQDJH�WKH�YDVW�PDMRULW\�RI�VRXWKHUQ�
IRUHVWV�IRU�D�YDULHW\�RI�SURGXFWV�DQG�VHUYLFHV��ZLWK�WKH�UHVXOW�WKDW�
ODQGVFDSH�FRQGLWLRQV�FDQ�DQG�GR�FKDQJH��VRPHWLPHV�VXGGHQO\��
LQ�UHVSRQVH�WR�D�YDULHW\�RI�HFRQRPLF�IRUFHV�

6HYHUDO�LPSRUWDQW�VRFLRHFRQRPLF�FKDQJHV�FRQWLQXH�WR�
LQÀXHQFH�IRUHVW�FRQGLWLRQV�DQG�XVHV�LQ�WKH�6RXWK��¿J������
5HFHQW�SRSXODWLRQ�DQG�HFRQRPLF�JURZWK�KDV�RXWVWULSSHG�
QDWLRQDO�JURZWK�UDWHV��ZLWK�WKH�UHVXOWLQJ�XUEDQL]DWLRQ�VWHDGLO\�
FRQVXPLQJ�IRUHVWV�DQG�RWKHU�UXUDO�ODQGV��&KDQJHV�LQ�)HGHUDO�
SXEOLF�ODQGV�SROLFLHV�LQ�WKH�����V�UHGXFHG�WLPEHU�KDUYHVWLQJ�
IURP�WKH�ZHVWHUQ�IRUHVWV�DQG�LQFUHDVHG�GHPDQG�IRU�VRXWKHUQ�

WLPEHU��(FRQRPLF�HYHQWV�DW�WKH�WXUQ�RI�WKH�FHQWXU\�VXGGHQO\�
DQG�LUUHYHUVLEO\�DOWHUHG�WKH�FRPPHUFLDO�RZQHUVKLSV�WKDW�
FRQWUROOHG�D�ODUJH�SRUWLRQ�RI�WKH�6RXWK¶V�IRUHVWV�DQG�WKDW�KDG�
ORQJ�EHHQ�VHHQ�DV�VHPL�SHUPDQHQW�EXW�WKDW�QRZ�DSSHDU�PXFK�
OHVV�VWDEOH��3ROLF\�GHFLVLRQV�DW�PXOWLSOH�VFDOHV�FRXOG�SOD\�DQ�
LPSRUWDQW�UROH�LQ�GHWHUPLQLQJ�WKH�WUDMHFWRU\�RI�IRUHVW�FKDQJHV�
E\�LQÀXHQFLQJ�PDUNHWV�DQG�ODQG�PDQDJHPHQW�SUDFWLFHV�

2WKHU�FKDQJHV��VRPH�XQSUHFHGHQWHG��PD\�DOVR�KROG�LPSRUWDQW�
LPSOLFDWLRQV�IRU�IRUHVWV�LQ�WKH�FRPLQJ�GHFDGHV��6KLIWV�LQ�
FOLPDWH�SDWWHUQV�DQG�DVVRFLDWHG�FKDQJHV�LQ�SUHFLSLWDWLRQ�DQG�
DLU�WHPSHUDWXUH�FRXOG�FKDQJH�VSHFLHV�UDQJHV�DQG�SURGXFWLYLW\��
,QVHFWV��GLVHDVHV��DQG�QHZO\�LQWURGXFHG�QRQQDWLYH�SODQWV�
FRXOG�VLPLODUO\�UHVWUXFWXUH�IRUHVW�VSHFLHV�FRPSRVLWLRQ�ZLWK�
XQFOHDU�LPSOLFDWLRQV�IRU�ZLOGOLIH��,QWHUDFWLRQV�EHWZHHQ�FOLPDWH�
FKDQJH�DQG�LQYDVLYH�VSHFLHV�FRXOG�DPSOLI\�WKHLU�LQGLYLGXDO�
LPSDFWV��5HFHQW�GHFOLQHV�LQ�IRUHVW�SURGXFW�GHPDQG�FRPELQH�
ZLWK�SRWHQWLDO�QHZ�GHPDQG�IRU�ELRHQHUJ\�WR�PDNH�PDUNHWV�DQG�
IRUHVW�YDOXHV�XQFHUWDLQ�

7KH�LPSHWXV�IRU�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�FRPHV�IURP�
D�GHVLUH�WR�XQGHUVWDQG�WKH�LPSOLFDWLRQV�RI�SRWHQWLDO�FKDQJHV��
$Q�DVVHVVPHQW�RI�IRUHVW�VXVWDLQDELOLW\��:HDU�DQG�*UHLV�����D��
����E��KDG�EHHQ�FRPSOHWHG�LQ�������EXW�WKH�UDSLG�SDFH�RI�WKHVH�
YDULRXV�IRUFHV�RI�FKDQJH�DQG�WKH�VXGGHQ�HPHUJHQFH�RI�QHZ�
DQG�FRPSOH[�QDWXUDO�UHVRXUFH�LVVXHV�FDOOHG�IRU�D�QHZ�VWXG\�WKDW�
FRXOG�WDNH�DGYDQWDJH�RI�UHFHQW�VFLHQFH�¿QGLQJV�DQG�IRUHFDVWLQJ�
PHWKRGV�WR�DGGUHVV�WKH�TXHVWLRQV�RI�WKH�GD\��,Q�'HFHPEHU�
������WKH�DXWKRUV�RI�WKLV�UHSRUW�ZHUH�DVVLJQHG�OHDGHUVKLS�RI�WKH�
6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW��D�FROODERUDWLYH�YHQWXUH�EHWZHHQ�
WKH�)RUHVW�6HUYLFH��8�6��'HSDUWPHQW�RI�$JULFXOWXUH��DQG�WKH�
6RXWKHUQ�*URXS�RI�6WDWH�)RUHVWHUV�

)LJXUH��²3URSRUWLRQDO�FKDQJHV�LQ�VRPH�NH\�YDULDEOHV�DIIHFWLQJ�WKH�IRUHVWV�
RI�WKH�6RXWKHUQ�8QLWHG�6WDWHV��IURP�D�EDVH�\HDU�RI�������1RWHV��)URP������WR�
������SRSXODWLRQ�JUHZ�E\����SHUFHQW�DQG�GLVSRVDEOH�SHUVRQDO�LQFRPH�PRUH�
WKDQ�GRXEOHG��)URP������WR�������WKH�YROXPH�RI�WLPEHU�SURGXFWV�PRUH�WKDQ�
GRXEOHG�ZKLOH�WKH�DPRXQW�RI�IRUHVW�ELRPDVV�JUHZ�VWHDGLO\�DQG�IRUHVW�DUHD�
GHFOLQHG�VOLJKWO\��
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7KH�)XWXUH�RI�6RXWKHUQ�)RUHVWV��$Q�2QJRLQJ�&RQYHUVDWLRQ

$W�OHDVW�VLQFH�WKH�����V��WUHQGV�LQ�VRXWKHUQ�IRUHVW�FRQGLWLRQV�DQG�XVHV�DQG�WKH�SRWHQWLDO�IRU�FKDQJH�KDYH�EHHQ�
WKH�IRFXV�RI�VWXG\�DQG�GHOLEHUDWLRQ�E\�QDWXUDO�UHVRXUFH�SURIHVVLRQDOV��7KH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�
UHSUHVHQWV�WKH�IRXUWK�EURDG�VFDOH�DVVHVVPHQW�RI�VRXWKHUQ�IRUHVWV�LQ���GHFDGHV��(DFK�QHZ�DVVHVVPHQW�KDV�
DGGUHVVHG�D�EURDGHU�FRPSOHPHQW�RI�LVVXHV��DQG�WKH�WLPH�VWHS�EHWZHHQ�DVVHVVPHQWV�KDV�GHFUHDVHG��SHUKDSV�
LQGLFDWLQJ�DQ�DFFHOHUDWHG�UDWH�RI�FKDQJH�

����²7KH�6RXWK¶V�7KLUG�)RUHVW��6XSSRUWHG�E\�WKH�ZRRG�SURGXFWV�LQGXVWU\�DQG�RZQHUV�RI�ODUJH�SULYDWH�IRUHVWV��
WKH�7KLUG�)RUHVW�5HSRUW�XVHV�OLWHUDWXUH�UHYLHZV�DQG�DQ�HYDOXDWLRQ�RI�WUHQGV�WR�H[DPLQH�WKH�IXWXUH�RI�WKH�6RXWK¶V�
WLPEHU�VXSSO\��:KHHOHU��������,WV�IRFXV�LV�RQ�WLPEHU�VXSSO\�LVVXHV�LQ�OLJKW�RI�LQFUHDVHG�GHPDQG�IRU�ZRRG�
SURGXFWV�DQG�SHUFHLYHG�XQGHULQYHVWPHQW�E\�SULYDWH�ODQGRZQHUV��&RQFHUQHG�WKDW�WLPEHU�VFDUFLW\�FRXOG�OLPLW�
H[SDQVLRQ�RI�WKH�IRUHVW�SURGXFWV�VHFWRU��WKH�DXWKRUV�UHFRPPHQG�SROLFLHV�WR�LQFUHDVH�SODQWLQJ�DQG�PDQDJHPHQW�
RI�SULYDWH�IRUHVWV��SURWHFW�IRUHVWV�IURP�LQVHFWV��GLVHDVHV��DQG�¿UHV��DQG�EXLOG�VWURQJHU�LQVWLWXWLRQV�WR�VXSSRUW�
IRUHVWU\�WUDLQLQJ��WHFKQRORJ\�WUDQVIHU��DQG�IRUHVW�UHVHDUFK��7KH\�IRUHVHH�WKH�SRSXODWLRQ�GULYHQ�XUEDQL]DWLRQ�DQG�
WKH�H[SDQVLRQ�LQ�WLPEHU�JURZLQJ�DQG�WLPEHU�SURGXFWLRQ�WKDW�ZDV�UHDOL]HG�LQ�WKH�6RXWK�EHWZHHQ������DQG������

����²7KH�6RXWK¶V�)RXUWK�)RUHVW��$OWHUQDWLYHV�IRU�WKH�)XWXUH��1HDUO\����\HDUV�DIWHU�WKH�7KLUG�)RUHVW�5HSRUW��
WKH�)RUHVW�6HUYLFH�DXWKRUV�DVN�VRPH�RI�WKH�VDPH�TXHVWLRQV�DERXW�WKH�IXWXUH�RI�WLPEHU�SURGXFLQJ�LQ�WKH�6RXWK�
�86'$�)RUHVW�6HUYLFH��������,Q�WKH�)RXUWK�)RUHVW�5HSRUW��IRUHFDVWV�RI�LQFUHDVLQJ�WLPEHU�VFDUFLW\�GHULYH�IURP�
D�WLPEHU�PDUNHW�PRGHO��DQG�WHFKQLFDO�DQDO\VLV�IRFXVHV�RQ�SRWHQWLDO�LQYHVWPHQWV�E\�QRQLQGXVWULDO�SULYDWH�IRUHVW�
RZQHUV��)LQGLQJV�DQWLFLSDWH�WKH�JURZWK�LQ�WLPEHU�SURGXFWLRQ�UHDOL]HG�WKURXJK�WKH�����V�DQG�KLJKOLJKW�DJDLQ�WKH�
SRWHQWLDO�IRU�SURJUDPV�DQG�SROLFLHV�WR�HQFRXUDJH�UHIRUHVWDWLRQ��PDQDJHPHQW��DQG�IRUHVW�SURWHFWLRQ��$OWKRXJK�D�
IHZ�SDJHV�DUH�GHGLFDWHG�WR�WKH�LPSDFWV�RI�WLPEHU�SURMHFWLRQV�RQ�ZLOGOLIH�DQG�ZDWHU��WKH�HPSKDVLV�LV�VTXDUHO\�RQ�
WKH�IXWXUH�RI�WLPEHU�PDQDJHPHQW�DQG�SURGXFWLRQ�

����²7KH�6RXWKHUQ�)RUHVW�5HVRXUFH�$VVHVVPHQW��7KH�JURZWK�LQ�IRUHVW�PDQDJHPHQW�DQG�WLPEHU�SURGXFWLRQ�LQ�
WKH�6RXWK��ODUJHO\�DQWLFLSDWHG�E\�WKH�7KLUG�DQG�)RXUWK�)RUHVW�5HSRUWV��FRXSOHG�ZLWK�WKH�HPHUJHQFH�RI�VDWHOOLWH�
FKLS�PLOOV�LQ�WKH�ODWH�����V�UDLVHG�VHYHUDO�TXHVWLRQV�DERXW�WKH�VXVWDLQDELOLW\�RI�IRUHVWV�LQ�WKH�6RXWK��:HDU�
DQG�*UHLV�����D�DQG�����E���$Q�LQWHUDJHQF\�HIIRUW�OHG�E\�WKH�)RUHVW�6HUYLFH�DQG�GULYHQ�E\�D�VHW�RI�TXHVWLRQV�
GHYHORSHG�IURP�SXEOLF�PHHWLQJV�FRQGXFWHG�DURXQG�WKH�UHJLRQ��WKH�6RXWKHUQ�)RUHVW�5HVRXUFH�$VVHVVPHQW�GUDZV�
NQRZOHGJH�IURP�WKH�H[WHQVLYH�OLWHUDWXUH�DQG�GDWDEDVHV�WR�DGGUHVV�FRQFHUQV�UDQJLQJ�IURP�LPSHULOHG�WHUUHVWULDO�
DQG�DTXDWLF�VSHFLHV�WR�ZHWODQGV��IURP�RXWGRRU�UHFUHDWLRQ�WR�WKH�LQÀXHQFH�RI�SROLFLHV��UHJXODWLRQV��DQG�ODZV�RQ�
IRUHVW�PDQDJHPHQW��IURP�DLU�SROOXWLRQ�WR�WKH�IXWXUH�FRXUVH�RI�WLPEHU�PDUNHWV�DQG�ODQG�XVH�FKDQJHV��,W�LGHQWL¿HV�
XUEDQL]DWLRQ�DV�D�NH\�WKUHDW�WR�IRUHVW�VXVWDLQDELOLW\�DQG�UDLVHV�DGGLWLRQDO�FRQFHUQV�DERXW�WKH�HIIHFWV�RI�PXOWLSOH�
IRUFHV�RQ�ZLOGOLIH�KDELWDWV��ZDWHU�UHVRXUFHV��DQG�IRUHVW�KHDOWK��,W�DOVR�LGHQWL¿HV�VHYHUDO�UDUH�IRUHVW�FRPPXQLWLHV�
DQG�KLJKOLJKWV�DQ�LQFUHDVLQJ�VFDUFLW\�RI�UHFUHDWLRQDO�RSSRUWXQLWLHV�LQ�SDUWV�RI�WKH�6RXWK��

7RGD\²7KH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW��)LYH�\HDUV�DIWHU�FRPSOHWLRQ�RI�WKH�6RXWKHUQ�)RUHVW�5HVRXUFH�
$VVHVVPHQW��QHZ�LVVXHV�DQG�TXHVWLRQV�DERXW�WKH�IXWXUH�RI�IRUHVWV�LQ�WKH�6RXWK�HPHUJHG�IURP�WKH�QDWXUDO�
UHVRXUFH�FRPPXQLW\��)RUHVW�LQGXVWU\�KDV�ODUJHO\�GLYHVWHG�LWV�ODQG�KROGLQJV��VFLHQFH�KDV�SURYLGHG�QHZ�LQVLJKWV�
LQWR�SRWHQWLDO�IXWXUH�FOLPDWHV��DQG�TXHVWLRQV�DERXW�ZDWHU�VXVWDLQDELOLW\�KDYH�LQWHQVL¿HG��7R�DGGUHVV�WKHVH�DQG�
RWKHU�TXHVWLRQV²DJDLQ�GHULYLQJ�IURP�H[WHQVLYH�SXEOLF�LQYROYHPHQW²WKH�)RUHVW�6HUYLFH�DQG�WKH�6RXWKHUQ�
*URXS�RI�6WDWH�)RUHVWHUV�FRPPLVVLRQHG�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW��:KHUH�LWV�SUHGHFHVVRU�UHOLHG�
PRVWO\�RQ�OLWHUDWXUH�UHYLHZV�DQG�VWDQG�DORQH�DQDO\VHV�RI�IXWXUH�LPSDFWV��WKH�)XWXUHV�3URMHFW�IRFXVHV�RQ�
IRUHFDVWLQJ�WKH�IXWXUH�XQGHU�D�YDULHW\�RI�DVVXPSWLRQV�WKDW�LQWHJUDWH�¿QGLQJV�DFURVV�PXOWLSOH�TXHVWLRQV��7KH�
)XWXUHV�3URMHFW�EXLOGV�IURP�WKH�NQRZOHGJH�IRXQGDWLRQ�RI�IRUPHU�DVVHVVPHQWV��XSGDWHV�VRPH�WRSLFDO�DUHDV��DQG�
OD\V�RXW�D�UDQJH�RI�IXWXUHV�IRU�FRQVLGHUDWLRQ�E\�SROLF\�PDNHUV�DQG�IRUHVW�PDQDJHUV�



�

'HVLJQLQJ�WKH�)XWXUHV�3URMHFW

'HVLJQ�RI�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�VWDUWHG�
ZLWK�GH¿QLQJ�D�VHW�RI�UHOHYDQW�TXHVWLRQV�DQG�WKHQ�GH¿QLQJ�
D�WDUJHWHG�DQG�UREXVW�SURFHVV�IRU�DQVZHULQJ�WKHP��7KLV�
SURFHVV�UHTXLUHG�HQXPHUDWLQJ�WKH�FULWLFDO�VRFLRHFRQRPLF�
DQG�ELRSK\VLFDO�FKDQJHV�DIIHFWLQJ�IRUHVWV��GH¿QLQJ�WKH�PRVW�
LPSRUWDQW�PDQDJHPHQW�DQG�SROLF\�LQIRUPDWLRQ�QHHGV��DQG�
DGGUHVVLQJ�IRUHFDVWV�DQG�TXHVWLRQV�DW�WKH�PRVW�XVHIXO�VFDOH�RI�
DQDO\VLV��FKDSWHU�����WKURXJKRXW�WKH�VXPPDU\�UHSRUW��ZH�UHIHU�
WR�WKH�¿QGLQJV�IURP�WKH�FRPSDQLRQ�WHFKQLFDO�UHSRUW�E\�FKDSWHU�
QXPEHU���$�VHULHV�RI�SXEOLF�LQIRUPDWLRQ�JDWKHULQJ�VHVVLRQV�
DGGUHVVHG�WKH�¿UVW�WZR�LVVXHV��PRUH�WKDQ�����SDUWLFLSDQWV�ZLWK�
D�ZLGH�DUUD\�RI�EDFNJURXQGV�DQG�SHUVSHFWLYHV�DW����PHHWLQJV���
ZLWK�DW�OHDVW�RQH�PHHWLQJ�LQ�HDFK�RI�WKH����VWDWHV��FRQWULEXWHG�
WKHLU�LQSXW�RQ�ZKDW�WKH\�VDZ�DV�WKH�LPSRUWDQW�LVVXHV�DIIHFWLQJ�
IRUHVWV�DQG�WKH�NH\�IXWXUH�XQFHUWDLQWLHV��:HDU�DQG�RWKHUV�
�������7KHVH�PHHWLQJV�VKDSHG�WKH�WKLQNLQJ�DERXW�DOWHUQDWLYH�
IXWXUHV�DQG�OHG�WR�WKH�VHOHFWLRQ�DQG�GH¿QLWLRQ�RI����PHWD�
LVVXHV��WDEOH�����HDFK�RI�ZKLFK�GHVFULEHV�DQ�LQWHUUHODWHG�
FRPSOH[�RI�TXHVWLRQV�DERXW�WKH�IXWXUH�RI�IRUHVWV�LQ�WKH�6RXWK�
�H�J���WKH�ELRHQHUJ\�PHWD�LVVXH�LV�FRQVWUXFWHG�IURP�D�VHW�RI�
TXHVWLRQV�WKDW�DGGUHVV�FRQYHUVLRQ�WHFKQRORJLHV��LPSDFWV�
RQ�VXVWDLQDELOLW\��)HGHUDO�DQG�6WDWH�SROLFLHV��DQG�HFRQRPLF�
LPSDFWV���$GGLWLRQDO�LVVXHV��XQGRXEWHGO\�LPSRUWDQW�WR�PDQ\�
SHRSOH�LQ�WKH�UHJLRQ��QHYHUWKHOHVV�GLG�QRW�VXUIDFH�GXULQJ�
WKH�SXEOLF�PHHWLQJV��H�J���DTXDWLF�HFRV\VWHPV�DQG�WKHLU�
UHODWLRQVKLS�WR�IRUHVW�FRQGLWLRQV��)XUWKHUPRUH��LQ�WKLV�FDVH�
DQG�RWKHUV��WHFKQLFDO�DQDO\VLV�LQ�WKH������DVVHVVPHQW�ZDV�
FRQVLGHUHG�XS�WR�GDWH��:HDU�DQG�*UHLV�����D���

7KH�6RXWK��D�GLVFHUQLEOH�ELRORJLFDO�DQG�VRFLRHFRQRPLF�UHJLRQ�
RI�WKH�8QLWHG�6WDWHV��FRQWDLQV�D�YDVW�GLYHUVLW\�RI�ELRWD�DQG�
VRFLRHFRQRPLF�VHWWLQJV�ZLWKLQ�LWV�ERXQGDULHV��7KH�PHWD�LVVXHV�
DQG�IRUHFDVWV�RI�IXWXUH�FRQGLWLRQV�ZHUH�DQDO\]HG�DW�WKH�EURDG�
UHJLRQDO�OHYHO��ZLWK�UHVXOWV�EURNHQ�GRZQ�WR�¿QHU�JUDLQV�RI�
DQDO\VLV��ZKHUH�IHDVLEOH�DQG�DSSURSULDWH��+RZHYHU��RXU�EURDG�
VFDOH�DSSURDFK�ZDV�QRW�DSSURSULDWH�IRU�DGGUHVVLQJ�WKH�VSHFL¿F�
LPSOLFDWLRQV�WKDW�WKHVH�IRUHFDVWV�DQG�LVVXH�DQDO\VHV�KROG�IRU�
IRUHVW�PDQDJHPHQW�DQG�UHVWRUDWLRQ�DFWLYLWLHV��7KHVH�LPSOLFDWLRQV�
DUH�EHVW�HYDOXDWHG�DW�D�VFDOH�WKDW�PRUH�FORVHO\�PDWFKHV�WKH�
GLIIHUHQW�IRUHVW�HFRV\VWHP�W\SHV�LQ�WKH�6RXWK��¿J������,Q�WKH�
VHFRQG�SKDVH�RI�WKH�)XWXUHV�3URMHFW��VHSDUDWH�HIIRUWV�H[DPLQH�
WKH�PDQDJHPHQW�UHVWRUDWLRQ�LPSOLFDWLRQV�IRU�¿YH�VXEUHJLRQV�
RI�WKH�6RXWK��¿J������WKH�&RDVWDO�3ODLQ��WKH�3LHGPRQW��WKH�
$SSDODFKLDQ�&XPEHUODQG�+LJKODQGV��WKH�0LVVLVVLSSL�$OOXYLDO�
9DOOH\��DQG�WKH�0LG�6RXWK��ZKLFK�LQFOXGHV�DOO�RI�7H[DV�DQG�
2NODKRPD���)XUWKHU�VSDWLDO�UHVROXWLRQ�LV�SURYLGHG�E\�EUHDNLQJ�
WKH�VXEUHJLRQV�LQWR�D�QXPEHU�RI�VHFWLRQV��DQG�VRPH�LVVXHV�DUH�
GLVFXVVHG�DW�WKDW�VFDOH�DV�ZHOO�

7KH�DQDO\WLFDO�FHQWHUSLHFH�RI�WKH�)XWXUHV�3URMHFW�LV�D�VHW�RI�
IRUHFDVWLQJ�PRGHOV�IURP�WKH�8�6��)RUHVW�$VVHVVPHQW�6\VWHP��
'HYHORSHG�IRU�WKH�)RUHVW�6HUYLFH������5HVRXUFHV�3ODQQLQJ�
$FW��53$��$VVHVVPHQW��WKH�8�6��)RUHVW�$VVHVVPHQW�6\VWHP�
XVHV�JOREDO�SURMHFWLRQV�RI�FOLPDWH��WHFKQRORJ\��SRSXODWLRQ��DQG�
HFRQRPLF�YDULDEOHV�WR�GULYH�WKH�VLPXODWLRQ�RI�FKDQJHV�LQ�ODQG�

XVHV��IRUHVW�XVHV��DQG�IRUHVW�FRQGLWLRQV�DW�D�YHU\�¿QH�VSDWLDO�
VFDOH��SURGXFLQJ�VXEUHJLRQDO�DQG�RWKHU�¿QH�VFDOH�DQDO\VHV��
6SHFL¿F�53$�VFHQDULRV�GH¿QH�WKH�YDULDEOHV�WKDW�GULYH�WKH�
IRUHFDVWV��OLQNLQJ�QDWLRQDO�HFRQRPLF�DQG�FOLPDWH�FKDQJHV�
WR�WKH�ZRUOGYLHZV�RI�LQWHUQDWLRQDO�FOLPDWH�DVVHVVPHQWV��7KH�
)XWXUHV�3URMHFW�WLHUV�GLUHFWO\�WR�WKH������53$�$VVHVVPHQW�
�86'$�)RUHVW�6HUYLFH��LQ�SUHVV���GHYHORSLQJ�PRUH�VSHFL¿F�
LPSOLFDWLRQV�IRU�WKH�6RXWK�ZLWKLQ�WKH�FRQWH[W�RI�WKH�VFLHQWL¿F�
OLWHUDWXUH�IRU�D�VXEVHW�RI�WKH�53$�VFHQDULRV��

3HUKDSV�WKH�RQO\�DEVROXWH�WUXWK�DERXW�DQ\�IRUHFDVW�LV�WKDW�
LW�ZLOO�EH�DQ�LQDFFXUDWH�GHVFULSWLRQ�RI�IXWXUH�UHDOLW\�WR�RQH�
GHJUHH�RU�DQRWKHU�DQG�WKDW�LW�LV�LPSUREDEOH�WKDW�WKH�EHVW��L�H���
WKH�PRVW�DFFXUDWH��IRUHFDVW�FDQ�EH�LGHQWL¿HG�DKHDG�RI�WLPH��
$V�D�UHVXOW��IRUHFDVWHUV�JHQHUDOO\�KHGJH�WKHLU�H[SHFWDWLRQV�RI�
IXWXUH�FRQGLWLRQV�E\�LQFOXGLQJ�D�UDQJH�RI�SODXVLEOH�IXWXUHV��
7KDW�DSSURDFK�DGGUHVVHV�DQ�LQKHUHQW�VKRUWFRPLQJ�RI�WKRURXJK�
WHFKQLFDO�DQDO\VLV��WKH�ULVN�RI�JHQHUDWLQJ�SUHFLVH�IRUHFDVWV�RI�
WKH�ZURQJ�IXWXUH��

:H�FRQVLGHUHG�D�ODUJH�QXPEHU�RI�VFHQDULRV�EDVHG�RQ�WKH������
53$�$VVHVVPHQW�DQDO\VLV��86'$�)RUHVW�6HUYLFH�������86'$�
)RUHVW�6HUYLFH��LQ�SUHVV��DQG�SXEOLF�LQSXW��DQG�WKHQ�QDUURZHG�
WKH�VFHQDULRV�WR�D�KDOI�GR]HQ�WKDW�FDSWXUH�WKH�EURDG�UDQJH�RI�
IXWXUH�FRQGLWLRQV�DQG�DGGUHVV�NH\�PHWD�LVVXHV��FKDSWHU������
:H�FDOO�WKHVH�VFHQDULRV�&RUQHUVWRQH�)XWXUHV��ZKLFK�GHVFULEH�
VL[�FRPELQDWLRQV�RI�FOLPDWH��HFRQRPLF��SRSXODWLRQ��DQG�
IRUHVW�SURGXFWV�VHFWRU�SURMHFWLRQV��2XU�DVVXPSWLRQ�ZDV�
WKDW�XQIROGLQJ�HYHQWV�ZLOO�EH�FDSWXUHG�E\�D�IXWXUH�WKDW�LV�
FORVH�WR�RQH�RI�WKH�&RUQHUVWRQH�)XWXUHV��7KH�YDOLGLW\�RI�WKLV�
DVVXPSWLRQ��KRZHYHU��ZLOO�RQO\�EH�UHYHDOHG�E\�WKH�FRXUVH�RI�
IXWXUH�HYHQWV��$QRWKHU�EHQH¿W�RI�HYDOXDWLQJ�D�UDQJH�RI�IXWXUHV�
LV�GHWHUPLQLQJ�ZKLFK�UHVRXUFH�LPSOLFDWLRQV�YDU\�E\�VFHQDULR�
DQG�ZKLFK�DUH�LQYDULDQW��

DĂŶĂŐĞŵĞŶƚ�ĂŶĚ�ƌĞƐƚŽƌĂƚŝŽŶ�ŝŵƉůŝĐĂƚŝŽŶƐ�

^ƵďƌĞŐŝŽŶĂů��ŶĂůǇƐŝƐ�

/ŵƉůŝĐĂƚŝŽŶƐ�ĨŽƌ�ǀĂƌŝŽƵƐ�ĞĐŽƐǇƐƚĞŵ�ƐĞƌǀŝĐĞƐ�

DĞƚĂͲ/ƐƐƵĞ��ŶĂůǇƐŝƐ�

&ŽƌĞĐĂƐƚ�ŽĨ�ƌĞƐŽƵƌĐĞ�ĐŽŶĚŝƚŝŽŶƐ�ĂŶĚ�ƵƐĞƐ�

&ŽƌĞĐĂƐƚŝŶŐ��ŶĂůǇƐŝƐ�

)LJXUH��²7KH�WKUHH�SKDVHV�RI�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�



�

7DEOH����2XWOLQH�RI�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�WHFKQLFDO�UHSRUW��:HDU�DQG�*UHLV��LQ�SUHVV�

&KDSWHU
1XPEHU 7LWOH $XWKRU�V�

� 'HVLJQ�RI�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW 'DYLG�1��:HDU�DQG�-RKQ�*��*UHLV�

� &RQVWUXFWLQJ�DOWHUQDWLYH�IXWXUHV� 'DYLG�1��:HDU��5REHUW�+XJJHWW��DQG�-RKQ�*��*UHLV�

� &OLPDWH�FKDQJH� 6WHYHQ�0F1XOW\��-HQQLIHU�0RRUH�0H\HUV��3HWHU�&DOGZHOO��
DQG�*H�6XQ

� )RUHFDVWV�RI�ODQG�XVHV� 'DYLG�1��:HDU

� )RUHFDVWV�RI�IRUHVW�FRQGLWLRQV� 5REHUW�+XJJHWW��'DYLG�1��:HDU��5XKRQJ�/L��-RKQ�&RXOVWRQ��
DQG�6KDQ�/LX

� )RUHVW�RZQHUVKLS�G\QDPLFV�RI�VRXWKHUQ�IRUHVWV %UHWW�-��%XWOHU�DQG�'DYLG�1��:HDU

� 2XWGRRU�UHFUHDWLRQ�LQ�D�VKLIWLQJ�VRFLHWDO�ODQGVFDSH +��.HQ�&RUGHOO��&DUWHU�-��%HW]��DQG�6KHOD�+��0RX

� 2XWGRRU�UHFUHDWLRQ�LQ�WKH�6RXWK���
3URMHFWLRQV������WR�����

-�0��%RZNHU��$VKOH\�$VNHZ��+��.HQ�&RUGHOO��
DQG�-RKQ�&��%HUJVWURP

� 7LPEHU�SURGXFWV�PDUNHWV 'DYLG�1��:HDU��-HIIUH\�3UHVWHPRQ��5REHUW�+XJJHWW��
DQG�'RXJODV�&DUWHU

�� )RUHVW�ELRPDVV�EDVHG�HQHUJ\ -DQDNL�5�5��$ODYDODSDWL��3DQNDM�/DO��$QGUHV�6XVDHWD��
5REHUW�&��$EW��DQG�'DYLG�1��:HDU

�� (IIHFW�RI�WD[HV�DQG�ÀQDQFLDO�LQFHQWLYHV��
RQ�IDPLO\�RZQHG�IRUHVW�ODQG -RKQ�/��*UHHQH��7KRPDV�-��6WUDND��DQG�7DPDUD�/��&XVKLQJ

�� (PSOR\PHQW�DQG�LQFRPH�WUHQGV�DQG�SURMHFWLRQV��
IRU�IRUHVW�EDVHG�VHFWRUV�LQ�WKH�8�6��6RXWK .DUHQ�/��$EW

�� )RUHVWV�DQG�ZDWHU
*UDHPH�/RFNDE\��&KHOVHD�1DJ\��-DPHV�0��9RVH���
&KHOF\�5��)RUG��*H�6XQ��6WHYH�0F1XOW\��3HWH�&DOGZHOO���
(ULND�&RKHQ��DQG�-HQQLIHU�0RRUH�0H\HUV

�� :LOGOLIH�DQG�IRUHVW�FRPPXQLWLHV 0DUJDUHW�7UDQL�*ULHS�DQG�%HYHUO\�&ROOLQV

��
7KH�LQYDVLRQ�RI�VRXWKHUQ�IRUHVWV�E\�QRQQDWLYH�
SODQWV��FXUUHQW�DQG�IXWXUH�RFFXSDWLRQ�ZLWK�LPSDFWV��
PDQDJHPHQW�VWUDWHJLHV��DQG�PLWLJDWLRQ�DSSURDFKHV�

-DPHV�+��0LOOHU��'DZQ�/HPNH��DQG�-RKQ�&RXOVWRQ

�� ,QVHFW�DQG�GLVHDVH�SHVWV�RI�VRXWKHUQ�IRUHVWV� 'RQDOG�$��'XHUU�DQG�3DXO�$��0LVWUHWWD

�� )LUH -RKQ�$��6WDQWXUI�DQG�6FRWW�/��*RRGULFN�



�

0LG�6RXWK

&RDVWDO�3ODLQ

3LHGPRQW

&RDVWDO�3ODLQ

$SSDODFKLDQ�&XPEHUODQG

0LVVLVVLSSL�
$9

0LGGOH�*XOI
ZHVWHUQ

0LGGOH�*XOI
HDVWHUQ

+LJK�3ODLQV &URVV�7LPEHUV

6RXWKHUQ�*XOI

(DVWHUQ
�$WODQWLF

:HVWHUQ�*XOI

)ORULGD
3HQLQVXODU

,QWHULRU�/RZ�
3ODWHDX

+RORFHQH
�'HSRVLWV

1RUWKHUQ
�$WODQWLF

2]DUN�
2XDFKLWD�+LJKODQGV

:HVW�7H[DV�%DVLQ
�DQG�5DQJH

%OXH�5LGJH

&HQWUDO
$SSDODFKLDQ
3LHGPRQW

'HOWDLF�3ODLQ

6RXWKHUQ
$SSDODFKLDQ
3LHGPRQW

&XPEHUODQG�3ODWHDX�DQG�0RXQWDLQ

1RUWKHUQ�5LGJH�DQG�9DOOH\

3LHGPRQW�5LGJH��
9DOOH\�DQG�3ODWHDX

6RXWKHUQ�5LGJH�DQG�9DOOH\

)LJXUH��²6XEUHJLRQV�DQG�VHFWLRQV�IRU�DQDO\VLV�LQ�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�



�

7KH�8�6��)RUHVW�$VVHVVPHQW�6\VWHP

7KH�8�6��)RUHVW�$VVHVVPHQW�6\VWHP�LV�D�VHW�RI�FRPSXWHU�PRGHOV�GHVLJQHG�WR�IRUHFDVW�DOWHUQDWLYH�IXWXUHV�IRU�WKH�1DWLRQ¶V�IRUHVWV��
$V�D�IRUZDUG�ORRNLQJ�DGMXQFW�WR�WKH�)RUHVW�,QYHQWRU\�DQG�$QDO\VLV��),$��3URJUDP�RI�WKH�)RUHVW�6HUYLFH��LW�ZDV�LPSOHPHQWHG�
E\�)RUHVW�6HUYLFH�UHVHDUFK�DQG�GHYHORSPHQW�VWDII�WR�WDNH�IXOO�DGYDQWDJH�RI�WKH�),$¶V�QHZO\�HVWDEOLVKHG�FRQWLQXRXV�LQYHQWRU\�
SURFHVV��DV�DGGLWLRQDO�LQYHQWRU\�SDQHOV�DUH�FRPSOHWHG��WKH�SDQHOV�FDQ�DXJPHQW�DQG�LPSURYH�WKH�LQIRUPDWLRQ�FRQWHQW�RI�WKHVH�
PRGHOV��7KH�),$�SURJUDP�SURYLGHV�QDWLRQZLGH�PRQLWRULQJ�WKURXJK�UHSHDWHG�LQYHQWRULHV�WKDW�SURYLGH�FRQVLVWHQF\�RYHU�WLPH�DQG�
D�KLJK�OHYHO�RI�GHWDLO��7KH�8�6��)RUHVW�$VVHVVPHQW�6\VWHP�DFFRXQWV�IRU�FKDQJHV�GULYHQ�E\�PXOWLSOH�YHFWRUV��LQFOXGLQJ�ELRORJLFDO��
SK\VLFDO��DQG�KXPDQ�IDFWRUV��,WV�PRGHOV�DGGUHVV�WKH�LQÀXHQFH�RI�FKDQJLQJ�FOLPDWH��PDUNHW�GULYHQ�WLPEHU�KDUYHVWLQJ��DQG�ODQG�
XVH�FKDQJHV��DORQJ�ZLWK�FKDQJHV�UHVXOWLQJ�IURP�WKH�QDWXUDO�VXFFHVVLRQ�RI�IRUHVW�FRQGLWLRQV�

)LJXUH���VKRZV�D�JHQHUDO�VFKHPDWLF�RI�WKLV�PRGHOLQJ�V\VWHP��7KH�¿UVW�FROXPQ�GHVFULEHV�WKH�LQSXW�RI�GDWD�EHJLQQLQJ�ZLWK�
LQWHUQDOO\�FRQVLVWHQW�FRPELQDWLRQV�RI�VRFLDO��HFRQRPLF��DQG�WHFKQRORJ\�IRUHFDVWV�GH¿QHG�DV�VFHQDULRV��7KH�VFHQDULRV�DUH�
OLQNHG�WR�YDULRXV�JHQHUDO�FLUFXODWLRQ�PRGHOV��FOLPDWH�PRGHOV��WR�SURYLGH�FOLPDWH�IRUHFDVWV�FRQVLVWHQW�ZLWK�HDFK�VFHQDULR��
),$�GDWD�GH¿QH�WKH�VWDUWLQJ�FRQGLWLRQV�IRU�DOO�IRUHVWHG�SORWV��7KH�VHFRQG�FROXPQ�SURYLGHV�D�JHQHUDO�SLFWXUH�RI�WKH�PRGHOLQJ�
IUDPHZRUN��)XWXUH�IRUHVW�FRQGLWLRQV�DUH�GULYHQ�E\�ELRORJLFDO�G\QDPLFV²VXFK�DV�JURZWK�DQG�PRUWDOLW\²WKDW�DUH�DIIHFWHG�
E\�FOLPDWH�IDFWRUV��0RGHOV�RI�IRUHVW�G\QDPLFV�ZHUH�GHYHORSHG�IURP�PDWFKHG�),$�IRUHVW�LQYHQWRULHV�LQ�HDFK�6WDWH��7KH�
WKLUG�FROXPQ�UHSUHVHQWV�WKH�LQWHUSOD\�RI�KXPDQ�FKRLFHV�DERXW�DOORFDWLRQV�DPRQJ�ODQG�XVHV��GLVSRVDO�RI�IRUHVW�ODQG��WLPEHU�
KDUYHVWLQJ��DQG�IRUHVW�PDQDJHPHQW�DOVR�DIIHFW�FKDQJHV�LQ�IRUHVWV��WKHVH�SURMHFWLRQV�DUH�FRQVLVWHQW�ZLWK�WKH�ÀRZ�RI�IRUHVW�
SURGXFWV�DQG�ODQG�XVH�FKDQJHV��(IIHFWV�RQ�VHYHUDO�RWKHU�HFRV\VWHP�VHUYLFHV��LQFOXGLQJ�ZDWHU�DQG�ELRGLYHUVLW\��FDQ�DOVR�EH�
GHULYHG�IURP�WKH�IRUHFDVWHG�FKDQJHV�LQ�IRUHVW�FRQGLWLRQV�DQG�ODQG�XVHV��FROXPQ�����7KHVH�DQG�RWKHU�PRGHOLQJ�UHVXOWV�DUH�
XVHG�WR�HYDOXDWH�WKH�YDULRXV�PHWD�LVVXHV�RI�WKH�)XWXUHV�3URMHFW�

7KH�8�6��)RUHVW�$VVHVVPHQW�6\VWHP�XVHV�DQ�HPSLULFDO�DSSURDFK�ZKHUHYHU�SRVVLEOH��WKHUHE\�DQFKRULQJ�IRUHFDVWV�RI�IXWXUH�
EHKDYLRU�RQ�SDWWHUQV�REVHUYHG�LQ�WKH�SDVW��)RU�H[DPSOH��ODQG�XVH�PRGHOV�GHVFULEH�XUEDQL]DWLRQ�UHODWLRQVKLSV�REVHUYHG�LQ�WKH�
����V��IRUHFDVWV�DUH�FRQVLVWHQW�ZLWK�WKH�LQVWLWXWLRQDO�DUUDQJHPHQWV�RI�WKDW�VSHFL¿F�KLVWRULFDO�SHULRG�DQG�ZRXOG�QRW�UHÀHFW�
FKDQJHV�LQ�SROLF\�DIIHFWLQJ�ODQG�XVH�VLQFH�WKH�����V��/LNHZLVH��KDUYHVW�FKRLFH�PRGHOV�UHÀHFW�KLVWRULFDO�EHKDYLRU��DOWKRXJK�
WKHVH�PRGHOV�GHULYH�IURP�PRUH�UHFHQW�GDWD�

tŽŽĚ�
WƌŽĚƵĐƚƐ�
WƌŽũĞĐƚŝŽŶƐ�

&ŽƌĞƐƚ�
/ŶǀĞŶƚŽƌǇ�
WƌŽũĞĐƚŝŽŶƐ�

>ĂŶĚ�hƐĞ�
WƌŽũĞĐƚŝŽŶƐ�

tĂƚĞƌ�
WƌŽũĞĐƚŝŽŶƐ�

WŽƉƵůĂƚŝŽŶ�
ƉƌŽũĞĐƚŝŽŶƐ�

dĞĐŚŶŽůŽŐǇ�
WƌŽũĞĐƚŝŽŶƐ�

�ĐŽŶŽŵŝĐ�
WƌŽũĞĐƚŝŽŶƐ�

^ĐĞŶĂƌŝŽ�^ĞƌǀĞƌ�

�ůŝŵĂƚĞ��ĂƚĂ�
^ĞƌǀĞƌ�

&ŽƌĞƐƚ�
/ŶǀĞŶƚŽƌǇ��ĂƚĂ�

^ĞƌǀĞƌ�

h^�&ŽƌĞƐƚ�
WƌŽĚƵĐƚƐ�
DŽĚĞů�

&ŽƌĞƐƚ��ǇŶĂŵŝĐƐ�
DŽĚĞů�

�ůů�>ĂŶĚ�hƐĞ�
DŽĚĞů�

tŝůĚůŝĨĞ�
WƌŽũĞĐƚŝŽŶƐ�

�ĂƌďŽŶ�
WƌŽũĞĐƚŝŽŶƐ�

^ĐĞŶĂƌŝŽƐ� DŽĚĞůƐ� &ŽƌĞĐĂƐƚƐ�ŽĨ�ĨŽƌĞƐƚ�
ƵƐĞƐ�ĂŶĚ�ĐŽŶĚŝƚŝŽŶƐ�

&ŽƌĞĐĂƐƚƐ�ŽĨ�
ĞĐŽƐǇƐƚĞŵ�ƐĞƌǀŝĐĞƐ�

)LJXUH��²6FKHPDWLF�RI�WKH�8�6��)RUHVW�$VVHVVPHQW�6\VWHP��:HDU�DQG�RWKHUV��LQ�SUHVV��



�

7KH�&RUQHUVWRQH�)XWXUHV

7KH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�GHYHORSHG�VL[�
&RUQHUVWRQH�)XWXUHV��ODEHOHG�$�WR�)��WR�GHVFULEH�WKH�IDFWRUV�
OLNHO\�WR�GULYH�FKDQJHV�LQ�VRXWKHUQ�IRUHVWV��$V�WKH�ODEHO�
LQGLFDWHV��ZH�VHOHFWHG�WKH�&RUQHUVWRQH�)XWXUHV�WR�UHSUHVHQW�
WKH�UDQJH�RI�¿QGLQJV�IURP�D�PXFK�EURDGHU�VHW�RI�SRVVLELOLWLHV�
EDVHG�RQ�D�FRPELQDWLRQ�RI�FRXQW\�OHYHO�SRSXODWLRQ�LQFRPH�
DQG�FOLPDWH�SURMHFWLRQV�IURP�WKH������53$�$VVHVVPHQW��
DVVXPSWLRQV�DERXW�IXWXUH�WLPEHU�VFDUFLW\��DQG�DVVXPSWLRQV�
DERXW�WUHH�SODQWLQJ�UDWHV��FKDSWHU�����

&RXQW\�OHYHO�IRUHFDVWV�RI�SRSXODWLRQ�DQG�LQFRPH��YDULDEOHV�
FULWLFDO�WR�WKH�&RUQHUVWRQH�)XWXUHV��ZHUH�SURMHFWHG�LQ�WKH�
�����53$�$VVHVVPHQW�ZLWKLQ�WKH�FRQWH[W�RI�WZR�JOREDO�
SHUVSHFWLYHV�RQ�VRFLRHFRQRPLF�FKDQJH��GRZQVFDOHG�
GHVFULSWLRQV�RI�GHPRJUDSKLF�FKDQJH�DQG�HFRQRPLF�JURZWK�
XVHG�E\�WKH�,QWHUJRYHUQPHQWDO�3DQHO�RQ�&OLPDWH�&KDQJH�
WR�FRQVWUXFW�JOREDO�IRUHFDVWV�RI�FOLPDWH�FKDQJHV�DQG�WKHLU�
LPSOLFDWLRQV���WKH�¿UVW�\LHOGLQJ�DERXW�D����SHUFHQW�JURZWK�
LQ�RYHUDOO�SRSXODWLRQ�IURP������WR�������DQG�WKH�VHFRQG�
\LHOGLQJ�D�KLJKHU�UDWH�RI����SHUFHQW��86'$�)RUHVW�6HUYLFH�
�������7KH�SURMHFWLRQV�YDU\�E\�FRXQW\��ZLWK�WKH�SRSXODWLRQV�
RI�VRPH�FRXQWLHV�JURZLQJ�VXEVWDQWLDOO\�DQG�RWKHUV�VKULQNLQJ�

7LPEHU�SULFH�IXWXUHV�HLWKHU�GHVFULEH�LQFUHDVLQJ�RU�GHFUHDVLQJ�VFDUFLW\�ZLWK�DQ�RUGHUO\�SURJUHVVLRQ�RI�UHDO�SULFHV��HLWKHU�
LQFUHDVLQJ�RU�GHFUHDVLQJ�LQ�UHDO�WHUPV�DW���SHUFHQW�SHU�\HDU�IURP�D�EDVH�LQ������WKURXJK�������:H�DOVR�KROG�WKH�UHDO�UHWXUQV�
WR�DJULFXOWXUDO�ODQG�XVHV�FRQVWDQW�WKURXJKRXW�WKH�IRUHFDVWV�IRU�DOO�&RUQHUVWRQH�)XWXUHV��FKDSWHUV���DQG�����

(DFK�RI�WKH�SRSXODWLRQ�LQFRPH�SURMHFWLRQV�HPEHGGHG�LQ�WKHVH�&RUQHUVWRQH�)XWXUHV�LV�OLQNHG�WR�D�ZRUOGZLGH�HPLVVLRQV�
VWRU\OLQH�WKDW�GULYHV�DOWHUQDWLYH�FOLPDWH�IRUHFDVWV�XVLQJ�YDULRXV�PRGHOV��7KH������53$�$VVHVVPHQW�SURYLGHV�WKUHH�FOLPDWH�
SURMHFWLRQV�GULYHQ�E\�WKH�SRSXODWLRQ�HFRQRPLF�SURMHFWLRQV�DQG�GRZQVFDOHG�WR�WKH�FRXQW\�OHYHO��)RUHFDVW�YDULDEOHV�LQFOXGH�
FKDQJHV�LQ�WHPSHUDWXUH��SUHFLSLWDWLRQ��DQG�GHULYHG�SRWHQWLDO�HYDSRWUDQVSLUDWLRQ��:H�VHOHFWHG�RQH�FOLPDWH�IRUHFDVW�IRU�HDFK�RI�
WKH�&RUQHUVWRQH�)XWXUHV�LQ�D�ZD\�WKDW�LQFRUSRUDWHG�D�IXOO�UDQJH�RI�FOLPDWH�SURMHFWLRQV��7KHVH�DUH�WDNHQ�IURP�WKUHH�GLIIHUHQW�
GRZQVFDOHG�FOLPDWH�PRGHOV²0,52&��&6,52��DQG�+DGOH\²XVHG�E\�WKH������53$�$VVHVVPHQW��FKDSWHUV���DQG����

,Q�¿JXUH����WKH�VL[�&RUQHUVWRQH�)XWXUHV�DUH�GLVSOD\HG�LQ�D�GLDJUDP�WKDW�HPSKDVL]HV�WKHLU�NH\�YDULDEOHV��&RUQHUVWRQHV�$�
WKURXJK�'�DUH�GH¿QHG�E\�WKH�PDWUL[�IRUPHG�E\�LQWHUVHFWLQJ�ORZ�DQG�KLJK�SRSXODWLRQ�DQG�LQFRPH�IRUHFDVWV�ZLWK�LQFUHDVLQJ�
DQG�GHFUHDVLQJ�WLPEHU�SULFH�IXWXUHV�DV�GHVFULEHG�DERYH��

&RUQHUVWRQH�$��+LJK�SRSXODWLRQ�LQFRPH�JURZWK�ZLWK�LQFUHDVLQJ�WLPEHU�SULFHV�DQG�EDVHOLQH�WUHH�SODQWLQJ�UDWHV
&RUQHUVWRQH�%��+LJK�SRSXODWLRQ�LQFRPH�JURZWK�ZLWK�GHFUHDVLQJ�WLPEHU�SULFHV�DQG�EDVHOLQH�WUHH�SODQWLQJ�UDWHV
&RUQHUVWRQH�&��/RZ�SRSXODWLRQ�LQFRPH�JURZWK�ZLWK�LQFUHDVLQJ�WLPEHU�SULFHV�DQG�EDVHOLQH�WUHH�SODQWLQJ�UDWHV
&RUQHUVWRQH�'��/RZ�SRSXODWLRQ�LQFRPH�JURZWK�ZLWK�GHFUHDVLQJ�WLPEHU�SULFHV�DQG�EDVHOLQH�WUHH�SODQWLQJ�UDWHV

7KHVH�IRXU�&RUQHUVWRQHV�XVH�ZKDW�ZH�ODEHO�EDVHOLQH�UDWHV�RI�WUHH�SODQWLQJ�IROORZLQJ�D�KDUYHVW�EDVHG�RQ�IXWXUH�SODQWLQJ�
IRUHFDVWV�GHULYHG�IURP�),$�REVHUYHG�SODQWLQJ�IUHTXHQFLHV�IRU�KDUYHVWHG�SORWV�EHWZHHQ�WKH�ODWHVW�WZR�VXUYH\V�IRU�HDFK�6WDWH�
DQG�PDMRU�IRUHVW�W\SH��%HFDXVH�WKLV�ZDV�D�SHULRG�RI�UDSLG�H[SDQVLRQ�LQ�SODQWHG�SLQH��SHUKDSV�DVVRFLDWHG�ZLWK�GLVSODFHPHQW�
RI�KDUYHVWLQJ�IURP�WKH�:HVWHUQ�8QLWHG�6WDWHV��ZH�VHW�EDVHOLQH�UDWHV�DW����SHUFHQW�RI�WKH�REVHUYHG�IUHTXHQFLHV��&RUQHUVWRQHV�
(�DQG�)�GHSDUW�IURP�WKHVH�IRXU��ZLWK�&RUQHUVWRQH�(�DXJPHQWLQJ�SODQWLQJ�UDWHV�E\����SHUFHQW�IRU�&RUQHUVWRQH�$��ZKHUH�
HFRQRPLF�JURZWK�LV�VWURQJ�DQG�WLPEHU�PDUNHWV�DUH�H[SDQGLQJ��DQG�&RUQHUVWRQH�)�GHFUHDVLQJ�SODQWLQJ�UDWHV�E\����SHUFHQW�IRU�
&RUQHUVWRQH�'��ZKHUH�HFRQRPLF�JURZWK�LV�UHGXFHG�DQG�WLPEHU�PDUNHWV�DUH�GHFOLQLQJ��)RUHFDVWV�IRU�WKH�&RUQHUVWRQH�)XWXUHV�
SURYLGH�WKH�IRXQGDWLRQ�IRU�H[SORULQJ�WKH�SRWHQWLDO�LPSOLFDWLRQV�IRU�WKH�PHWD�LVVXHV�H[SORUHG�E\�WKH�)XWXUHV�3URMHFW�

DŽĚĞƌĂƚĞ�
ƉŽƉƵůĂƚŝŽŶ�ĂŶĚ�
ŚŝŐŚ�ŝŶĐŽŵĞ�
ŐƌŽǁƚŚ�;ƐƚŽƌǇůŝŶĞ�
�ϭ�Ϳ�

>Žǁ�ƉŽƉƵůĂƚŝŽŶ�
ĂŶĚ�ůŽǁ�ŝŶĐŽŵĞ�
ŐƌŽǁƚŚ�;ƐƚŽƌǇůŝŶĞ�
�ϮͿ�

,ŝŐŚ�ƚŝŵďĞƌ�ƉƌŝĐĞƐ� �ŽƌŶĞƌƐƚŽŶĞ���
;D/ZK��'�DͿ�

�ŽƌŶĞƌƐƚŽŶĞ���
;�^/ZK�'�DͿ�

>Žǁ�ƚŝŵďĞƌ�ƉƌŝĐĞƐ� �ŽƌŶĞƌƐƚŽŶĞ����
;�^/ZK�'�DͿ

�ŽƌŶĞƌƐƚŽŶĞ���
;,ĂĚůĞǇ�'�DͿ

�ŽƌŶĞƌƐƚŽŶĞ���
;ďĂƐĞĚ�ŽŶ�
�ŽƌŶĞƌƐƚŽŶĞ��͕�
ǁŝƚŚ�ŚŝŐŚ�ƉůĂŶƚŝŶŐ�
ƌĂƚĞƐͿ�

�ŽƌŶĞƌƐƚŽŶĞ�&�
;ďĂƐĞĚ�ŽŶ�
�ŽƌŶĞƌƐƚŽŶĞ��͕�
ǁŝƚŚ�ůŽǁ�ƉůĂŶƚŝŶŐ�
ƌĂƚĞƐͿ�

)LJXUH��²7KH�VL[�&RUQHUVWRQH�)XWXUHV�GH¿QHG�E\�SHUPXWDWLRQV�RI�WZR�
�����5HVRXUFHV�3ODQQLQJ�$FW��53$��$VVHVVPHQW�,QWHUJRYHUQPHQWDO�
3DQHO�RQ�&OLPDWH�&KDQJH�VWRU\OLQHV��86'$�)RUHVW�6HUYLFH�������DQG�
WZR�WLPEHU�SULFH�IXWXUHV��VHH�FKDSWHU���RI�WKH�WHFKQLFDO�UHSRUW�RI�WKH�
6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW���DQG�WKHQ�H[WHQGHG�E\�HYDOXDWLQJ�
LQFUHDVHG�DQG�GHFUHDVHG�IRUHVW�SODQWLQJ�UDWHV�
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)RUHVW��� �������
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)LJXUH��²3URSRUWLRQ�RI�FRXQWLHV�LQ�IRUHVWODQG�XVH��EDVHG�RQ�ODQG�XVH�GDWD�IURP�WKH������1DWLRQDO�5HVRXUFH�,QYHQWRU\��86'$�������VHH�DOVR�FKDSWHU���RI�WKH�
WHFKQLFDO�UHSRUW�RI�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW��

)RUHFDVWV�SURYLGH�SUDFWLFDO�LQVLJKWV�RQO\�ZKHQ�WKH\�DUH�
H[DPLQHG�LQ�WKH�OLJKW�RI�VSHFL¿F�LVVXHV�DQG�KLVWRULFDO�FKDQJHV��
7KH�PHWD�LVVXHV�SURYLGHG�VSHFL¿F�TXHVWLRQV�WR�EH�DGGUHVVHG�
XVLQJ�WKH�IRUHFDVWV�DORQJ�ZLWK�RWKHU�DYDLODEOH�LQIRUPDWLRQ��
)RU�VRPH�PHWD�LVVXHV��H�J���ZDWHU��FKDSWHU�����RU�¿UH��FKDSWHU�
�����DGGLWLRQDO�PRGHOV�KHOSHG�WUDQVODWH�IRUHVW�IRUHFDVWV�LQWR�
VSHFL¿F�LPSOLFDWLRQV�IRU�HFRV\VWHP�VHUYLFHV��)RU�RWKHU�PHWD�
LVVXHV��H�J���WD[HV��FKDSWHU�����RU�RZQHUVKLS��FKDSWHU�����D�PRUH�
TXDOLWDWLYH�DSSURDFK�OLQNHG�WKH�DQDO\VLV�RI�PHWD�LVVXHV�WR�
IRUHFDVWV��%XW�IRU�HDFK�PHWD�LVVXH��WKH�DQDO\VLV�VWDUWHG�ZLWK�D�
WKRURXJK�V\QWKHVLV�RI�KLVWRULFDO�WUHQGV��WKH�FXUUHQW�VLWXDWLRQ��
DQG�WKH�VFLHQWL¿F�OLWHUDWXUH�RQ�WKH�WRSLF�

7KLV�VXPPDU\�UHSRUW�GUDZV�IURP�WKH����FKDSWHUV�RI�WKH�
6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�WHFKQLFDO�UHSRUW��:HDU�DQG�
*UHLV��LQ�SUHVV��WR�LVRODWH�¿QGLQJV�RI�PRVW�FULWLFDO�FRQVHTXHQFH�
IRU�PDQDJHPHQW�DQG�SROLF\�GHFLVLRQ�PDNLQJ��(DFK�FKDSWHU�
SURYLGHV�LWV�RZQ�DVVHVVPHQW�RI�NH\�¿QGLQJV�ZLWK�UHVSHFW�WR�
VSHFL¿F�IRUHFDVWV�DQG�WKH�PHWD�LVVXHV��DQG�HDFK�FKDSWHU�KDV�
XQGHUJRQH�D�ULJRURXV�SHHU�UHYLHZ��7KH�¿QGLQJV�GHVFULEHG�KHUH�
RIIHU�D�KLJK�OHYHO�V\QWKHVLV�RI�¿QGLQJV�IURP�PXOWLSOH�FKDSWHUV�
RI�WKH�WHFKQLFDO�UHSRUW�DQG�DWWHPSW�WR�GUDZ�RXW�WKH�SRWHQWLDO�
FDXVDWLYH�OLQNV�DQG�WKH�FKDLQV�RI�LPSDFWV�WKDW�WKH�IXWXUH�PLJKW�
KROG�IRU�WKH�IRUHVWV�RI�WKH�6RXWK�

7+(�)25(67�/$1'6&$3(�2)�7+(�
6287+(51�81,7('�67$7(6

7KH�6RXWK��GH¿QHG�LQ�WKLV�UHSRUW�DV�WKH����6WDWHV�IURP�7H[DV�
WR�9LUJLQLD��LV�D�KHDYLO\�IRUHVWHG�UHJLRQ�ZLWK�IRUHVW�GHQVLWLHV�
UHDFKLQJ�PRUH�WKDQ����SHUFHQW�LQ�VHYHUDO�DUHDV��¿J������
7KH�DUHD�RI�IRUHVW�XVHV�JHQHUDOO\�H[FHHGV����SHUFHQW�RI�WKH�
ODQGVFDSH�DUHD�ZLWK�H[FHSWLRQV�JHQHUDOO\�RFFXUULQJ�RXWVLGH�
WKH�IRUHVW�JUDVVODQG�ELRPH�ERXQGDU\�LQ�ZHVWHUQ�7H[DV�DQG�
2NODKRPD�DQG�LQ�DUHDV�ZKHUH�DJULFXOWXUDO�XVHV�GRPLQDWH²LQ�
SDUWLFXODU��WKH�0LVVLVVLSSL�9DOOH\��WKH�ORZHU�KDOI�RI�3HQLQVXODU�
)ORULGD��DQG�SDUWV�RI�.HQWXFN\�DQG�7HQQHVVHH��2WKHUZLVH��DV�
VKRZQ�LQ�¿JXUH����XUEDQ�XVHV�VXEVWDQWLDOO\�UHSODFH�IRUHVW�XVHV�
DW�WKH�PXOWL�FRXQW\�VFDOH�LQ�RQO\�D�IHZ�DUHDV��LQFOXGLQJ�$WODQWD�
DQG�&KDUORWWH��1&��7RWDO�IRUHVW�DUHD�KDV�EHHQ�UHODWLYHO\�VWDEOH�
VLQFH�WKH�����V��EXW�WKLV�VWDELOLW\�UHÀHFWV�RIIVHWWLQJ�WUHQGV��
IRUHVWV�KDYH�EHHQ�FRQYHUWHG�WR�XUEDQ�XVHV�DW�DERXW�WKH�VDPH�
UDWH�WKDW�DJULFXOWXUDO�ODQGV�KDYH�EHHQ�FRQYHUWHG�WR�IRUHVW�XVHV�



��

)RUHVW�7\SHV�DQG�'LVWULEXWLRQ

6RXWKHUQ�IRUHVWV�DUH�KLJKO\�GLYHUVH��UDQJLQJ�IURP�XSODQG�
RDN�KLFNRU\�IRUHVWV�WR�ORZODQG�JXP�F\SUHVV�VZDPSV��
IURP�QDWXUDOO\�UHJHQHUDWHG�ROG�JURZWK�SLQHV�WR�LQWHQVLYHO\�
PDQDJHG�SLQH�SODQWDWLRQV��DQG�IURP�KLJK�HOHYDWLRQ�VSUXFH�
¿U�WR�FRDVWDO�PDQJURYH�DQG�OLYH�RDN�IRUHVWV��)LJXUH���
GLVSOD\V�WKH�GLVWULEXWLRQ�RI�IRXU�KLJKO\�DJJUHJDWHG�IRUHVW�
W\SHV�DFURVV�WKH�UHJLRQ��8SODQG�KDUGZRRGV�GRPLQDWH�
LQ�DUHDV�QRUWK�RI�WKH�3LHGPRQW�DQG�&RDVWDO�3ODLQV�IURP�
QRUWKHUQ�$ODEDPD�WR�.HQWXFN\��LQ�QRUWKHUQ�$UNDQVDV��
DQG�WKURXJKRXW�WKH�ZHVWHUQ�KDOYHV�RI�9LUJLQLD�DQG�1RUWK�
&DUROLQD��3LQHV�GRPLQDWH�WKURXJKRXW�WKH�&RDVWDO�3ODLQ�
IURP�9LUJLQLD�WR�)ORULGD�DORQJ�WKH�$WODQWLF�&RDVW��DQG�
IURP�)ORULGD�WR�7H[DV�DORQJ�WKH�*XOI�RI�0H[LFR��/RZODQG�
KDUGZRRGV�DUH�FRQFHQWUDWHG�LQ�WKH�ORZHU�0LVVLVVLSSL�
$OOXYLDO�9DOOH\�DQG�LQ�WKH�2NHHIHQRNHH�DQG�*UHDW�
'LVPDO�VZDPSV�EXW�DUH�ZLGHO\�GLVWULEXWHG�LQ�ULEERQ�OLNH�
FRQ¿JXUDWLRQV�DORQJ�WKH�ULYHUV�RI�WKH�&RDVWDO�3ODLQ��
DQG�3LHGPRQW��

)LJXUH���DOVR�GHPRQVWUDWHV�WKH�FRPLQJOLQJ�RI�IRUHVW�W\SHV��
ZLWK�XSODQG�KDUGZRRGV�DQG�SLQH�W\SHV�LQWHUPL[HG�LQ�D�EURDG�
]RQH�EHWZHHQ�WKH�SLQH�GRPLQDWHG�&RDVWDO�3ODLQ�DQG�WKH�
KDUGZRRG�GRPLQDWHG�PRXQWDLQV��0LFURFOLPDWH�DQG�RWKHU�
VLWH�FRQGLWLRQV�FUHDWH�D�ZLGH�YDULHW\�RI�JURZLQJ�FRQGLWLRQV�
ZKLFK�LQ�WXUQ�GHWHUPLQH�ZKLFK�RI�D�ZLGH�YDULHW\�RI�VSHFLHV�
DVVHPEODJHV�ZLOO�RFFXS\�DQ\�VLWH��

+DUGZRRG�W\SHV�RFFXS\����SHUFHQW�RI�VRXWKHUQ�IRUHVW�ODQG��
DQG�SLQHV�RFFXS\����SHUFHQW��¿J������7KH�UHPDLQLQJ����SHUFHQW�
FRQWDLQV�DQ�RDN�SLQH�PL[WXUH�WKDW�UHSUHVHQWV�D�EOHQGLQJ�RI�
VSHFLHV�RIWHQ�DW�HDUO\�VWDJHV�RI�VWDQG�GHYHORSPHQW�

)RUHVW�3URGXFWLRQ�DQG�3URGXFWV

/DQGRZQHUV�KDYH�KDUYHVWHG�WLPEHU�IURP�VRXWKHUQ�IRUHVWV�IRU�
PRUH�WKDQ�����\HDUV�VLQFH�(XURSHDQ�VHWWOHPHQW��DQG�PRVW�
IRUHVWV�KDYH�EHHQ�KDUYHVWHG�PXOWLSOH�WLPHV��:KHQ�H[DPLQLQJ�
FKDQJHV�SULRU�WR�WKH�PLG���WK�FHQWXU\��LW�LV�GLI¿FXOW�WR�VHSDUDWH�
WKH�LPSDFW�RI�ODQG�FOHDULQJ�E\�VHWWOHUV�IURP�RWKHU�FRPPHUFLDO�
KDUYHVWLQJ�LQ�WKH�UHJLRQ��:LOOLDPV��������$OWKRXJK�H[SRUW�
PDUNHWV�ZHUH�DFWLYH�WKURXJKRXW�WKH�8QLWHG�6WDWHV��DQG�LQ�
WKH�6RXWK��HVSHFLDOO\�IRU�QDYDO�VWRUHV���ODQG�FOHDULQJ�DQG�
ORFDO�FRQVXPSWLRQ�RI�FOHDUHG�PDWHULDO�OLNHO\�GRPLQDWHG��
&RPPHUFLDO�KDUYHVWLQJ�WR�VXSSRUW�VHWWOHPHQWV�LQ�OHVV�IRUHVWHG�
DUHDV²VXFK�DV�WKH�SUDLULH�DUHDV�RI�WKH�0LGZHVW�DQG�WKH�XUEDQ�
FHQWHUV�WKURXJKRXW�WKH�1DWLRQ²DQG�H[SRUW�PDUNHWV�JUHZ�
UDSLGO\�EHJLQQLQJ�LQ�WKH�VHFRQG�KDOI�RI�WKH���WK�FHQWXU\��
/DUJH�VFDOH�FRPPHUFLDO�KDUYHVWLQJ�LQ�WKH�6RXWK�FRPPHQFHG�
LQ�WKH�����V�DV�WKH�WLPEHU�LQYHQWRULHV�RI�WKH�/DNH�6WDWHV�
GHFOLQHG��DQG�SHDNHG�LQ�WKH�����V��:LOOLDPV�������

7KH�6RXWK¶V�WLPEHU�KDUYHVWLQJ�H[SDQGHG�IDVWHU�WKDQ�WKH�1DWLRQ¶V�
IURP�WKH�����V�WR�����V��¿J�������PRUH�WKDQ�GRXEOLQJ�DV�QHZ�
WHFKQRORJLHV�GHYHORSHG��QDWLRQDO�SROLFLHV�FKDQJHG��DQG�SULYDWH�

0DQDJHPHQW�W\SH�����
SLQH

PL[HG

XSODQG�KDUGZRRG

QRQ�VWRFNHG

ORZODQG�KDUGZRRG

)LJXUH��²)RUHVW�DUHD�E\�EURDG�IRUHVW�PDQDJHPHQW�W\SH�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV��������³0L[HG´�UHIHUV�WR�WKH�RDN�SLQH�IRUHVW�PDQDJHPHQW�W\SH�
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ODQGRZQHUV�LQYHVWHG�LQ�WLPEHU�SURGXFWLRQ��FKDSWHU�����7KLV�
H[SDQVLRQ�ZDV�IXHOHG�E\�D�WHFKQRORJ\�GULYHQ�VKLIW�WRZDUG�
RXWGRRU�XVH�RI�WUHDWHG�VRXWKHUQ�SLQH�OXPEHU�DORQJ�ZLWK�JURZWK�
LQ�SDSHU�PDQXIDFWXULQJ�GXULQJ�WKH�����V�DQG�����V��DQG�
VXVWDLQHG�WKURXJK�WKH�����V�E\�KDUYHVW�UHGXFWLRQV�IURP�SXEOLF�
ODQGV�LQ�WKH�:HVW��FKDSWHU�����1HZ�SURGXFWLRQ�WHFKQRORJLHV�DOVR�
VKLIWHG�GHPDQG�IURP�ODUJHU�WR�VPDOOHU�GLDPHWHU�WUHHV��ZLWK�WKH�
VKLIW�IURP�SO\ZRRG�WR�RULHQWHG�VWUDQG�ERDUG�SHUKDSV�EHLQJ�WKH�
EHVW�H[DPSOH��FKDSWHU�����7KH�LQFUHDVHG�FRPSDUDWLYH�DGYDQWDJH�
IRU�VRXWKHUQ�IRUHVWV��FRPELQHG�ZLWK�GHFOLQLQJ�ZHVWHUQ�IRUHVW�
WLPEHU�SURGXFWLRQ�VKLIWHG�WKH�UHJLRQ¶V�VKDUH�RI�QDWLRQDO�WLPEHU�

SURGXFWLRQ�IURP����SHUFHQW�LQ������WR�QHDUO\����SHUFHQW�LQ������
�¿JV�����DQG������8�6��WLPEHU�SURGXFWLRQ�SHDNHG�LQ�WKH�ODWH�����V��
DIWHU�ZKLFK�D�FRPELQDWLRQ�RI�IDFWRUV�OHYHOHG�DQG�WKHQ�GHFUHDVHG�
WRWDO�RXWSXW�WKURXJK�����²KDUYHVWLQJ�LQ������ZDV�DERXW����
SHUFHQW�RI������OHYHOV��+LVWRULF�GHFOLQHV�LQ�WKH�FRQVWUXFWLRQ�
VHFWRU�VLQFH������KDYH�GHSUHVVHG�WLPEHU�SURGXFWLRQ�OHYHOV�HYHQ�
IXUWKHU��(YHQ�VR��VLQFH�������LI�WKH�6RXWK�ZHUH�FRPSDUHG�ZLWK�
DQ\�RWKHU�FRXQWU\��QRQH�ZRXOG�SURGXFH�PRUH�WLPEHU�WKDQ�WKLV�
UHJLRQ�RI�WKH�8QLWHG�6WDWHV��7KH�ZRRG�UHODWHG�VHFWRUV�RI�WKH�
6RXWK¶V�HFRQRP\�FRQWULEXWHG�PRUH�WKDQ���PLOOLRQ�MREV�DQG�PRUH�
WKDQ�����ELOOLRQ�RI�HPSOR\HH�FRPSHQVDWLRQ�LQ�������FKDSWHU�����
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)LJXUH���²5RXQGZRRG�SURGXFWLRQ�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV��DOO�SURGXFWV������±�����6RXUFHV��86'$�)RUHVW�6HUYLFH�WLPEHU�SURGXFW�RXWSXW�UHSRUWV��
DV�GH¿QHG�LQ�:HDU�DQG�RWKHUV��������
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)LJXUH��²'LVWULEXWLRQ�RI�IRUHVWV�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV�E\�EURDG�IRUHVW�PDQDJHPHQW�W\SHV�������
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([SDQGLQJ�GHPDQG�IRU�WLPEHU�LQ�WKH�6RXWK�HQFRXUDJHG�IRUHVW�
ODQGRZQHUV�WR�LQFUHDVH�WKHLU�LQYHVWPHQWV�LQ�WLPEHU�SURGXFWLRQ�
WKHUHE\�H[SDQGLQJ�WLPEHU�VXSSO\��FKDSWHU�����7KH�DUHD�RI�
SODQWHG�SLQH�KDV�JURZQ�VWURQJO\�RYHU�WKH�SDVW����\HDUV��IURP�
QHDUO\�QRQH�LQ������WR�DERXW����PLOOLRQ�DFUHV��RU����SHUFHQW�
RI�IRUHVWV��E\�������ZLWK�D�QHDU�GRXEOLQJ�RI�SODQWHG�SLQH�
DFUHV�IURP������WR������DORQH��¿J�������,Q�WKH�&RDVWDO�3ODLQ��
���SHUFHQW�RI�IRUHVWV�DUH�QRZ�FODVVL¿HG�DV�SODQWHG�SLQH�W\SH��
7KH�DUHD�RI�SODQWHG�SLQH�FRQWLQXHG�WR�H[SDQG�HYHQ�DIWHU�WKH�
PDUNHW�SHDNHG�LQ������DQG�KDUYHVWLQJ�EHJDQ�WR�GHFOLQH��7KLV�
H[SDQVLRQ��FRPELQHG�ZLWK�LQFUHDVHG�SURGXFWLYLW\�IURP�JHQHWLF�
DQG�VLOYLFXOWXUDO�LPSURYHPHQWV��PHDQV�WKH�IRUHVWV�RI�WKH�6RXWK�
DUH�SRVLWLRQHG�WR�SURGXFH�HYHQ�PRUH�WLPEHU�WKDQ�WKH\�GLG�DW�
WKH�PDUNHW�SHDN��$OWKRXJK�WKH�SODQWLQJ�RI�SLQHV�RFFXUV�WR�
VRPH�H[WHQW�WKURXJKRXW�WKH�UHJLRQ��WKH�YDVW�PDMRULW\�RI�SLQH�
SODQWDWLRQV�DUH�ORFDWHG�LQ�WKH�&RDVWDO�3ODLQ�

7KH�IRUPDWLRQ�RI�SXEOLF�SROLFLHV�DOVR�KDV�SOD\HG�D�UROH�LQ�WKH�
GHYHORSPHQW�RI�WKH�SULYDWH�WLPEHU�LQYHVWPHQWV�LQ�WKH�6RXWK��
)HGHUDO�*RYHUQPHQW�DVVLVWDQFH�WR�SULYDWH�ODQGRZQHUV�GDWHV�
WR�WKH�&ODUNH�0F1DU\�$FW�RI�������ZKLFK�IRVWHUHG�6WDWH�
)HGHUDO�FRRSHUDWLRQ�LQ�VHYHUDO�DUHDV�RI�IRUHVW�SURWHFWLRQ�DQG�
PDQDJHPHQW��6WHHQ��������6LQFH�WKHQ��D�YDULHW\�RI�)HGHUDO�
DQG�6WDWH�SURJUDPV�KDYH�VXSSRUWHG�ZLOGODQG�¿UH�SURWHFWLRQ�
SURJUDPV�DV�ZHOO�DV�WHFKQLFDO�DGYLFH�IRU�ODQGRZQHUV�LQ�
FRQMXQFWLRQ�ZLWK�FRVW�VKDULQJ�IRU�IRUHVW�HVWDEOLVKPHQW��
UHJHQHUDWLRQ��DQG�VLOYLFXOWXUDO�WUHDWPHQWV��&RVW�VKDUH�
SURJUDPV�IRU�SODQWLQJ��VXFK�DV�WKH�6RLO�%DQN�DQG�

&RQVHUYDWLRQ�5HVHUYH�3URJUDPV��KDYH�PRWLYDWHG�VXEVWDQWLDO�
DIIRUHVWDWLRQ�RQ�QRQLQGXVWULDO�IRUHVW�RZQHUVKLSV��/HH�DQG�
RWKHUV��������)LUH�SURWHFWLRQ�UHSUHVHQWV�SHUKDSV�WKH�PRVW�
YLVLEOH�DQG�VLJQL¿FDQW�IRUP�RI�DVVLVWDQFH��UHGXFLQJ�WKH�ULVN�RI�
FDWDVWURSKLF�IRUHVW�ORVVHV�DQG�WKHUHE\�LPSURYLQJ�WKH�RGGV�RI�
UHDOL]LQJ�D�SUR¿WDEOH�UHWXUQ�RQ�LQYHVWPHQWV��7KLV�W\SH�RI�ULVN�
PLWLJDWLRQ�XQGRXEWHGO\�HQFRXUDJHG�WUHH�SODQWLQJ�DQG�DFWLYH�
IRUHVW�PDQDJHPHQW��DQG�KDV�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�WKH�
H[SDQVLRQ�RI�IRUHVW�SURGXFWLRQ�VLQFH�WKH�����V�

1RW�DOO�SROLFLHV�HQFRXUDJH�IRUHVW�RZQHUVKLS�DQG�LQYHVWPHQW��
)HGHUDO�DQG�6WDWH�WD[HV�UHGXFH�SUH�WD[�YDOXHV�RI�IDPLO\�
RZQHG�IRUHVW�ODQG�LQ�WKH�6RXWK��3URSHUW\�WD[HV�FDQ�SURGXFH�
UHODWLYH�GLVDGYDQWDJHV�WR�KROGLQJ�IRUHVW�ODQG�DQG�FRQWULEXWH�WR�
FRQYHUVLRQ�RI�VRPH�IRUHVW�ODQG�LQ�6WDWHV�ZLWK�KLJKHU�SURSHUW\�
WD[�UDWHV��/LNHZLVH��HVWDWH�WD[HV�FDQ�HQFRXUDJH�IRUHVW�ODQG�
VDOHV�DQG�WLPEHU�KDUYHVWLQJ�WR�FRYHU�WKH�FRVW�RI�VXFK�WD[HV�
XQGHU�VRPH�FLUFXPVWDQFHV��FKDSWHU�����

)URP�WKH�����V�WR�WKH�����V��WKH�SHULRG�ZKHQ�WLPEHU�
KDUYHVWLQJ�PRUH�WKDQ�GRXEOHG��WKH�ELRPDVV�LQ�VRXWKHUQ�
IRUHVWV�DOVR�JUHZ�VWHDGLO\��UHÀHFWLQJ�KLJK�JURZWK�UDWHV��
�¿J�������)URP�WKH�����V�WR�������JURZWK�H[FHHGHG�WRWDO�
UHPRYDOV��LQFUHDVLQJ�WKH�KDUGZRRG�ELRPDVV�LQYHQWRU\�E\��
���SHUFHQW�DQG�WKH�VRIWZRRG�ELRPDVV�LQYHQWRU\�E\����SHUFHQW�
�FKDSWHU�����:KLOH�JURZWK�VWLOO�H[FHHGV�UHPRYDOV��WKH�UHVHUYRLU�
RI�VRXWKHUQ�ELRPDVV�DQG�WKH�VWRUHV�RI�FDUERQ�LW�UHSUHVHQWV�KDYH�
EHJXQ�WR�OHYHO�RII�

)LJXUH���²7LPEHU�KDUYHVW�LQ�WKH�8QLWHG�6WDWHV�E\�UHJLRQ��6RXUFH��86'$�)RUHVW�6HUYLFH�WLPEHU�SURGXFW�RXWSXW�UHSRUWV�DV�GH¿QHG�LQ�:HDU�DQG�RWKHUV��������
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)LJXUH���²+LVWRULFDO�WUHQGV�LQ�IRUHVW�DUHD�E\�EURDG�PDQDJHPHQW�W\SH������±�����

)LJXUH���²7UHQGV�LQ�VWDQGLQJ�ELRPDVV�PHDVXUHG�DV�YROXPH�RI�JURZLQJ�VWRFN�LQYHQWRU\��6RXUFH��)RUHVW�,QYHQWRU\�DQG�$QDO\VLV�VXUYH\V�DV�VXPPDUL]HG��
E\�6PLWK�DQG�RWKHUV��������������������
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)RUHVW�(FRORJ\�DQG�6HUYLFHV�

7KH�GLYHUVLW\�RI�IRUHVW�VHWWLQJV�LQ�WKH�6RXWK�VXSSRUWV�D�GLYHUVH�
ELRWD�DQG�FRQWDLQV�������QDWLYH�WHUUHVWULDO�YHUWHEUDWHV��¿J�������
����DPSKLELDQV������ELUGV������PDPPDOV��DQG�����UHSWLOHV��
6SHFLHV�ULFKQHVV�LV�KLJKHVW�LQ�WKH�0LG�6RXWK�������DQG�&RDVWDO�
3ODLQ��������UHÀHFWLQJ�ERWK�WKH�ODUJH�DUHD�RI�WKHVH�VXEUHJLRQV�
DQG�WKH�GLYHUVLW\�RI�KDELWDWV�ZLWKLQ�WKHP��FKDSWHU������7KH�
JHRJUDSK\�RI�WKLV�GLYHUVLW\�YDULHV�E\�WD[D��$PSKLELDQV�ÀRXULVK�
LQ�SRUWLRQV�RI�WKH�3LHGPRQW�DQG�$SSDODFKLDQ�&XPEHUODQG�
KLJKODQGV�DQG�DFURVV�WKH�&RDVWDO�3ODLQ��%LUG�GLYHUVLW\�LV�KLJKHVW�
LQ�WKH�FRDVWDO�DQG�ZHWODQGV�IRUHVWV�DORQJ�WKH�$WODQWLF�2FHDQ�
DQG�*XOI�RI�0H[LFR��PDPPDO�GLYHUVLW\�LV�KLJKHVW�LQ�WKH�0LG�
6RXWK�DQG�$SSDODFKLDQ�&XPEHUODQG�KLJKODQGV��DQG�UHSWLOH�
GLYHUVLW\�LV�KLJKHVW�LQ�IRUHVWV�IDUWKHVW�VRXWK��

7KH�ORQJ�KLVWRU\�RI�LQWHQVLYH�ODQG�XVH�KDV�FKDQJHG�WKH�KDELWDW�
VWUXFWXUH�RI�PDQ\�VRXWKHUQ�IRUHVWV��7KH�QHDU�HOLPLQDWLRQ�RI�
RQFH�GRPLQDQW�ORQJOHDI�SLQH�HFRV\VWHPV�ZDV�SHUKDSV�WKH�
JUHDWHVW�HFRV\VWHP�DOWHUDWLRQ�UHVXOWLQJ�IURP�LQWHQVLYH�IRUHVW�
PDQDJHPHQW�DQG�ODQG�XVH�FRQYHUVLRQ�LQ�WKH�6RXWK��%HFDXVH�
RI�ORVVHV�LQ�WKLV�DQG�VHYHUDO�RWKHU�XSODQG�DQG�ZHWODQG�IRUHVW�
HFRV\VWHPV��VRXWKHUQ�VSHFLHV�FRQVLGHUHG�WR�EH�RI�FRQVHUYDWLRQ�
FRQFHUQ�QRZ�LQFOXGH�����WHUUHVWULDO�YHUWHEUDWHV�����RI�ZKLFK�
DUH�IHGHUDOO\�OLVWHG��DQG�PRUH�WKDQ�����SODQWV������RI�ZKLFK�

DUH�IHGHUDOO\�OLVWHG��¿JV�����DQG������6SHFLHV�RI�FRQVHUYDWLRQ�
FRQFHUQ�LQFOXGH�WKRVH�WKDW�KDYH�D�*OREDO�&RQVHUYDWLRQ�6WDWXV�
5DQN�RI�³YXOQHUDEOH��*���́ �³LPSHULOHG��*���́ �RU�³FULWLFDOO\�
LPSHULOHG��*��´�DV�GHVFULEHG�LQ�FKDSWHU�����7KH�SURSRUWLRQ�RI�
WKHVH�VSHFLHV�DW�ULVN�YDULHV�DPRQJ�WD[RQRPLF�JURXSV��¿J�������
���SHUFHQW�RI�LPSHULOHG�YHUWHEUDWH�VSHFLHV�DUH�DPSKLELDQV��
IROORZHG�E\�UHSWLOHV�����SHUFHQW���PDPPDOV�����SHUFHQW���DQG�
ELUGV�����SHUFHQW���7KH�&RDVWDO�3ODLQ������DQG�0LG�6RXWK������
OHDG�LQ�WKH�QXPEHUV�RI�LPSHULOHG�YHUWHEUDWH�VSHFLHV��¿J�������
IROORZHG�E\�WKH�$SSDODFKLDQ�&XPEHUODQG�KLJKODQGV�������
3LHGPRQW�������DQG�0LVVLVVLSSL�$OOXYLDO�9DOOH\�����

7KH�UHFHQW�LQÀX[�RI�QRQQDWLYH�LQYDVLYH�SODQWV��LQVHFWV��DQG�
GLVHDVHV�KDV�EHHQ�DQ�XQZHOFRPH�DGGLWLRQ�WR�VRXWKHUQ�IRUHVWV��
2I�WKH�PRVW�LPSRUWDQW�LQYDVLYH�LQVHFWV�DQG�GLVHDVHV�DIIHFWLQJ�
VRXWKHUQ�IRUHVWV��VHYHUDO�KDYH�EHHQ�HVWDEOLVKHG�LQ�WKH�ODVW�
���\HDUV��FKDSWHU������H�J���HPHUDOG�DVK�ERUHU�DQG�ODXUHO�ZLOW�
KDYH�EHHQ�LQWURGXFHG�RQO\�UHFHQWO\�DQG�DUH�VSUHDGLQJ�UDSLGO\�
WKURXJKRXW�WKH�UDQJH�RI�WKHLU�KRVW�VSHFLHV��

2I�WKH�����SOXV�UHFRJQL]HG�QRQQDWLYH�SODQWV�LQ�VRXWKHUQ�IRUHVWV�
DQG�JUDVVODQGV�����DUH�UDWHG�KLJK�WR�PHGLXP�ULVN�IRU�QDWXUDO�
FRPPXQLWLHV��FKDSWHU������7KHVH�SODQWV�RIWHQ�RXW�FRPSHWH�
QDWLYH�VSHFLHV�DQG�DOWHU�VSHFLHV�FRPSRVLWLRQ�RI�IRUHVWV��UHVXOWLQJ�
LQ�LPSDFWV�WR�IRUHVW�SURGXFWLYLW\��GLYHUVLW\��DQG�ZLOGOLIH�KDELWDW�

1XPEHU�RI�6SHFLHV
���������

%RXQGDULHV
6XEUHJLRQV

� ��� ��� �����
0LOHV

6WDWHV

&RXQWLHV

���������

���������

���������
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)LJXUH���²&RXQW\�OHYHO�FRXQWV�RI�QDWLYH�WHUUHVWULDO�YHUWHEUDWH�VSHFLHV�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV��6RXUFH��1DWXUH6HUYH������
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WKDW�FDQ�EH�H[FHHGLQJO\�GLI¿FXOW�WR�PDQDJH��HVSHFLDOO\�ZKHQ�
PXOWLSOH�VSHFLHV�DUH�LQYROYHG��$V�D�JURXS��WKHLU�GLVWULEXWLRQ�LV�
VRXWKZLGH��WKRXJK�RFFXUUHQFH�DQG�FRQFHQWUDWLRQ�RI�LQGLYLGXDO�
VSHFLHV�ZLWKLQ�VXEUHJLRQV�LV�YDULDEOH��¿J�������

6WURQJ�SRSXODWLRQ�JURZWK�DQG�DVVRFLDWHG�XUEDQL]DWLRQ�KDV�
LQFUHDVHG�GHPDQG�IRU�ZDWHU�DQG�FKDOOHQJHG�ZDWHU�DYDLODELOLW\�
LQ�VHYHUDO�DUHDV��HVSHFLDOO\�LQ�WKH�3LHGPRQW��WKURXJKRXW�)ORULGD��
DQG�LQ�PXFK�RI�7H[DV��¿J�������&RQYHUVLRQ�RI�IRUHVWV�WR�XUEDQ�
DQG�RWKHU�ODQG�XVHV�KDV�UHVXOWHG�LQ�D�ORVV�RI�QDWXUDO�EXIIHULQJ��
LQFUHDVLQJ�ZDWHU�SROOXWLRQ�ORDGV��HOHYDWLQJ�SHDN�ÀRZV��DQG�
UHGXFLQJ�EDVH�ÀRZV�LQ�DIIHFWHG�ZDWHUVKHGV��7KH�FRQVHTXHQFHV�
DUH�PRUH�IUHTXHQW�DQG�PRUH�VHYHUH�ÀRRGLQJ��ORZHU�VWUHDP�ÀRZV�
GXULQJ�GURXJKW�FRQGLWLRQV��DQG�ZDWHU�TXDOLW\�WKDW�LV�GHJUDGHG²
VRPHWLPHV�WR�WKH�SRLQW�RI�WKUHDWHQLQJ�SXEOLF�KHDOWK��$OWKRXJK�
WKH�GHJUHH�RI�DGYHUVH�K\GURORJLF�UHVSRQVHV�WR�XUEDQL]DWLRQ�
GLIIHUV�DFURVV�VXEUHJLRQV��WKH�OLQN�EHWZHHQ�FRQYHUVLRQ�RI�IRUHVW�
ODQG�WR�XUEDQ�XVHV�DQG�GHJUDGHG�ZDWHU�TXDOLW\�LQ�DIIHFWHG�
ZDWHUVKHGV�LV�ZHOO�GRFXPHQWHG��FKDSWHU�����

7R�UHFDS��IRUHVWV�GRPLQDWH�PXFK�RI�WKH�6RXWK¶V�ODQGVFDSH�DQG�
SOD\�D�FULWLFDO�UROH�LQ�WKH�OLYHV�DQG�OLYHOLKRRGV�RI�WKH�UHJLRQ¶V�
SRSXODFH��)RUHVW�W\SHV�DQG�WKH�VSHFLHV�WKH\�VXSSRUW�DUH�
KLJKO\�GLYHUVH��UHÀHFWLQJ�D�UDQJH�RI�ELRSK\VLFDO�FRQGLWLRQV��
7KH�6RXWK�OHDGV�WKH�8QLWHG�6WDWHV�LQ�WLPEHU�SURGXFWLRQ��

DQG�LQWHQVLYH�PDQDJHPHQW�KDV�H[SDQGHG�WKH�SURGXFWLYLW\�
RI�LWV�SLQH�IRUHVWV��6RXWKHUQ�IRUHVWV�DOVR�SURYLGH�D�YDULHW\�RI�
HFRV\VWHP�VHUYLFHV�LQFOXGLQJ�FOHDQ�ZDWHU��ELRGLYHUVLW\��DQG�
FDUERQ�VWRUDJH��$OWKRXJK�WLPEHU�LQYHQWRU\�KDV�LQFUHDVHG�
RYHU�WKH�SDVW���GHFDGHV�DV�D�UHVXOW�RI�PDQDJHPHQW��WKHUH�DUH�
LQGLFDWLRQV�WKDW�LQFUHDVHV�PD\�KDYH�FRPH�DW�D�FRVW�WR�VRPH�
HFRV\VWHP�VHUYLFHV��'LYHUVH�YDOXHV�DQG�G\QDPLF�IRUHVW�
FRQGLWLRQV�FRPELQHG�ZLWK�KLJK�XQFHUWDLQW\�DERXW�WKH�IXWXUH�
JLYH�ULVH�WR�WKH�TXHVWLRQV�WKDW�KDYH�EHHQ�WKH�IRFXV�RI�WKH�
6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�

.(<�),1',1*6�2)�7+(�6287+(51�
)25(67�)8785(6�352-(&7

(DFK�RI�WKH�FKDSWHUV�WKDW�FRPSULVH�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�
3URMHFW�WHFKQLFDO�UHSRUW�UHSUHVHQWV�D�IXOO�UHYLHZ�RI�LWV�UHVSHFWLYH�
WRSLF�DQG�FRQWDLQV�D�OLVW�RI�NH\�¿QGLQJV��:HDU�DQG�*UHLV��LQ�
SUHVV���7KH����NH\�¿QGLQJV�SUHVHQWHG�KHUH�DUH�QRW�D�FRPSLODWLRQ�
RU�UDQNLQJ�RI�WKRVH�IURP�WKH�LQGLYLGXDO�FKDSWHUV��,QVWHDG�WKH\�
UHSUHVHQW�D�V\QWKHVLV��ZLWK�HDFK�GUDZLQJ�IURP�WKH�&RUQHUVWRQH�
)XWXUHV�DQG�DQ�DQDO\VLV�RI�RQH�RU�PRUH�RI�WKH�PHWD�LVVXH�
FKDSWHUV�WR�KLJKOLJKW�WKH�PRVW�LPSRUWDQW�FRQFOXVLRQV�IURP�WKH�
SURMHFW�DV�D�ZKROH�

1XPEHU�RI�6SHFLHV
1R�'DWD

%RXQGDULHV
6XEUHJLRQV

� ��� ��� �����
0LOHV

6WDWHV

&RXQWLHV
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�����

����

�������

)LJXUH���²&RXQW\�OHYHO�FRXQWV�IRU�WHUUHVWULDO�YHUWHEUDWH�VSHFLHV�RI�FRQVHUYDWLRQ�FRQFHUQ�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV��6RXUFH��1DWXUH6HUYH������
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��������!���������������� ��������������� � ��������������)LJXUH���²1XPEHU�RI�VSHFLHV�RI�FRQVHUYDWLRQ�FRQFHUQ��WKH�VXP�RI�YXOQHUDEOH��LPSHULOHG��DQG�FULWLFDOO\�LPSHULOHG�VSHFLHV��LQ�WKH��
6RXWKHUQ�8QLWHG�6WDWHV�IRU��$��WHUUHVWULDO�YHUWHEUDWHV�DQG��%��YDVFXODU�SODQWV��6RXUFH��1DWXUH6HUYH������
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)LJXUH���²:DWHU�VXSSO\�VWUHVV�LQGH[��GH¿QHG�E\�WKH�:DWHU�6XSSO\�6WUHVV�,QGH[�RU�:D66,�DQG�FDOFXODWHG�E\�GLYLGLQJ�ZDWHU�VXSSO\�LQWR�ZDWHU�GHPDQG��XQGHU�
EDVHOLQH������±������FRQGLWLRQV��'DUNHU�FRORUV�LQGLFDWH�KLJKHU�OHYHOV�RI�VWUHVV��VHH�FKDSWHU����RI�WKH�WHFKQLFDO�UHSRUW�RI�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW��

�

�����

�����WR�����

�����WR�����

�����WR�����

�����WR�����

:D66,

�����WR�����

!����

�

)LJXUH���²3HUFHQWDJH�RI�IRUHVWHG�VXUYH\�SORWV�LQ�ZKLFK�RQH�WR�IRXU�QRQQDWLYH�LQYDVLYH�SODQW�VSHFLHV�ZHUH�UHSRUWHG�LQ�WKH�0LG�6RXWK��0LVVLVVLSSL�$OOXYLDO�
9DOOH\��&RDVWDO�3ODLQ��$SSDODFKLDQ�&XPEHUODQG�KLJKODQGV��DQG�3LHGPRQW��6RXUFH��86'$�)RUHVW�6HUYLFH��)RUHVW�,QYHQWRU\�DQG�$QDO\VLV�GDWDEDVHV�



��

���$�FRPELQDWLRQ�RI�IRXU�SULPDU\�IDFWRUV�ZLOO�
LQWHUDFW�WR�UHVKDSH�WKH�6RXWKҋV�IRUHVWV�

1R�VLQJOH�GRPLQDQW�IRUFH�RI�FKDQJH�ZLOO�DIIHFW�WKH�IRUHVWV�
RI�WKH�6RXWK��5DWKHU��D�FRPELQDWLRQ�RI�VRFLRHFRQRPLF�DQG�
ELRSK\VLFDO�IDFWRUV�ZLOO�UHVKDSH�WKH�IRUHVWV�RI�WKH�6RXWK��
DQG�WKHLU�LQWHUDFWLRQ�PD\�ZHOO�DPSOLI\�WKH�GLUHFW�HIIHFWV��
)RUHVW�IXWXUHV�ZLOO�PRVW�VWURQJO\�GHSHQG�RQ�FRPELQDWLRQV�
DQG�LQWHUDFWLRQV�RI�WKH�HIIHFWV�RI�IRXU�NH\�IDFWRUV��SRSXODWLRQ�
JURZWK��FOLPDWH�FKDQJH��¿EHU�PDUNHWV��DQG�LQYDVLYH�LQVHFW��
GLVHDVH��DQG�SODQW�VSHFLHV�

3RSXODWLRQ�JURZWK²%\�������WKH�6RXWK¶V�KXPDQ�
SRSXODWLRQ�LV�IRUHFDVWHG�WR�LQFUHDVH�E\���±���SHUFHQW��

�¿J�������)LJXUH����VKRZV�SRSXODWLRQ�GHQVLW\�IRUHFDVWV�IRU�
WKH�6RXWK�XQGHU�&RUQHUVWRQH�)XWXUHV�$�DQG�%�����SHUFHQW���
7KH�3LHGPRQW��ZLWK�WKH�JUHDWHVW�SRSXODWLRQ�GHQVLW\�LQ�������
LV�IRUHFDVWHG�WR�JURZ�WKH�PRVW�RYHU�WKH�SURMHFWLRQ�SHULRG��%\�
������SRSXODWLRQ�GHQVLW\�LQ�WKH�&RDVWDO�3ODLQ�ZRXOG�EH�DV�KLJK�
DV�FXUUHQW�GHQVLWLHV�LQ�WKH�3LHGPRQW��+RZHYHU��VHYHUDO�DUHDV�
DUH�IRUHFDVWHG�WR�H[SHULHQFH�SRSXODWLRQ�GHFOLQHV²LQFOXGLQJ�
SDUWV�RI�WKH�+LJK�3ODLQV�LQ�7H[DV�DQG�2NODKRPD��PXFK�RI�WKH�
0LVVLVVLSSL�$OOXYLDO�9DOOH\��DQG�SDUWV�RI�VRXWKHUQ�$ODEDPD�
DQG�0LVVLVVLSSL²VR�SRSXODWLRQ�JURZWK�LV�DFFRPSDQLHG�E\�
UHGLVWULEXWLRQ��7KLV�UHGLVWULEXWLRQ�ZRXOG�IRFXV�JURZWK�LQ�XUEDQ�
DUHDV�UHVXOWLQJ�LQ�GHFOLQHV�LQ�IRUHVW�FRYHU��LQFUHDVHV�LQ�GHPDQG�
IRU�HFRV\VWHP�VHUYLFHV��DQG�UHVWULFWLRQV�WKDW�FRPSOLFDWH�WKH�
DELOLW\�WR�PDQDJH�IRUHVWV�IRU�WKH�IXOO�VSHFWUXP�RI�XVHV�

)LJXUH���²3URMHFWLRQ�RI�SRSXODWLRQ�FKDQJH��FKDQJH�LQ�SHRSOH�SHU�VTXDUH�PLOH��IRU�&RUQHUVWRQH�)XWXUHV�$�DQG�%��FRXQWLHV�LQ�JUHHQ�KDYH��
IRUHFDVWHG�SRSXODWLRQ�ORVVHV�
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)LJXUH���²3URMHFWLRQV�RI�SRSXODWLRQ�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV�IRU�&RUQHUVWRQH�)XWXUHV�$�DQG�%�DQG�&RUQHUVWRQH�)XWXUHV�&�DQG�'��
6RXUFH��86'$�)RUHVW�6HUYLFH�������
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&OLPDWH�FKDQJH²)RUHFDVWV�IURP�WKH�FOLPDWH�PRGHOV�XVHG�
E\�WKH�&RUQHUVWRQH�)XWXUHV�FRQVLVWHQWO\�LQGLFDWH�D�ZDUPHU�
IXWXUH��ZLWK�DYHUDJH�DQQXDO�WHPSHUDWXUHV�LQFUHDVLQJ�����WR�
�����&�E\�������¿J�������3UHFLSLWDWLRQ�IRUHFDVWV�DUH�PXFK�
PRUH�YDULDEOH�DFURVV�WKH�PRGHOV��JHQHUDOO\�UDQJLQJ�EHWZHHQ�
KLVWRULFDO�OHYHOV�DQG�OHYHOV�WKDW�DUH�VRPHZKDW�ORZHU�ZLWK�KLJK�
VSDWLDO�YDULDELOLW\�DFURVV�WKH�6RXWK��¿J�������7KH�UHJLRQDO�
DYHUDJHV�DUH�QRW�DV�LQIRUPDWLYH�DV�IRUHFDVWV�IRU�VSHFL¿F�
VXEUHJLRQV��¿J�������DW�WKH�VXEUHJLRQ�OHYHO��WKHUH�LV�D�KLJKHU�
GHJUHH�RI�XQFHUWDLQW\�IRU�VRPH�SODFHV�OLNH�)ORULGD�DQG�ZHVWHUQ�
7H[DV��EXW�PRUH�FRQVLVWHQF\�LQ�RWKHUV�VXFK�DV�WKH�GULHU�
FRQGLWLRQV�SUHGLFWHG�IRU�$UNDQVDV�DQG�2NODKRPD��&RQFHUQV�
DERXW�FOLPDWH�FKDQJH�RYHU�WKH�QH[W����\HDUV�DUH�IRFXVHG�RQ�WKH�
PDUJLQV�RI�IRUHVW�GLVWULEXWLRQV�LQ�WKH�6RXWK��,Q�SODFHV�ZKHUH�
ZDWHU�DYDLODELOLW\�LV�D�OLPLWLQJ�IDFWRU��¿UH�DQG�RWKHU�IRUHVW�
GLVWXUEDQFHV�PD\�DFFHOHUDWH�FKDQJH�LQ�VSHFLHV�FRPSRVLWLRQ�
DQG�IRUHVW�H[WHQW��FKDSWHUV���DQG������0RUH�IUHTXHQW�DQG�
VHYHUH�GURXJKWV�FRXSOHG�ZLWK�LQFUHDVHG�GHPDQG�IURP�JURZLQJ�
SRSXODWLRQV�ZRXOG�VWUHVV�ZDWHU�VXSSO\�LQ�SDUWV�RI�WKH�UHJLRQ�
�FKDSWHU������&OLPDWH�FKDQJH�FRXOG�DOWHU�WKH�VSUHDG�RI�VRPH�

LQYDVLYHV��FKDSWHUV����DQG�����DQG�FDXVH�D�ULVH�LQ�VHD�OHYHO��
ZLWK�DVVRFLDWHG�LPSDFWV�RQ�FRDVWDO�IRUHVWV��FKDSWHU������

7LPEHU�PDUNHWV²7KH�6RXWK�FRQWDLQV�WKH�PRVW�LQWHQVLYHO\�
PDQDJHG�IRUHVWV�LQ�WKH�8QLWHG�6WDWHV��2YHU�WKH�ODVW����\HDUV�
WLPEHU�SURGXFWLRQ�PRUH�WKDQ�GRXEOHG�DQG�WKH�DUHD�RI�SODQWHG�
SLQH�JUHZ�IURP�YLUWXDOO\�QRQH[LVWHQW�WR����PLOOLRQ�DFUHV��RU�
DERXW����SHUFHQW�RI�IRUHVWV��FKDSWHU�����)RUHVW�ODQGRZQHUV�KDYH�
VKRZQ�D�VWURQJ�SURSHQVLW\�WR�FRQYHUW�QDWXUDOO\�UHJHQHUDWHG�
IRUHVWV�WR�SODQWHG�SLQHV�DIWHU�KDUYHVWLQJ��HVSHFLDOO\�LQ�WKH�
&RDVWDO�3ODLQ��DQ�LQYHVWPHQW�UHVSRQVH�WKDW�LV�VWURQJO\�OLQNHG�
WR�WKH�FRQGLWLRQ�RI�IRUHVW�SURGXFW�PDUNHWV��)RU�H[DPSOH��ZLWK�
D�IRUHFDVW�RI�WLPEHU�KDUYHVWLQJ��¿J������GULYHQ�E\�D�UHWXUQ�WR�
�����GHPDQG�UHODWLRQVKLSV��KDUYHVWLQJ�LQFUHDVHV�DV�D�UHVXOW�
RI�VXSSO\�JURZWK��ZKLFK�LQ�WXUQ�LV�UHDGLO\�DFFRPPRGDWHG�
E\�WKH�LQFUHDVHG�DUHD�RI�SODQWHG�SLQH�VLQFH�WKH�����V��WKH�
DUHD�RI�SODQWHG�SLQH�HVVHQWLDOO\�GRXEOHG�EHWZHHQ������DQG�
�������)XWXUH�WLPEHU�PDUNHWV�FRXOG�DIIHFW�WKH�IRUHVWV�RI�WKH�
6RXWK�LQ�WZR�LPSRUWDQW�ZD\V��)LUVW��VWURQJ�WLPEHU�PDUNHWV�
HQFRXUDJH�UHWDLQLQJ�IRUHVWV�UDWKHU�WKDQ�FRQYHUWLQJ�WKHP�WR�
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)LJXUH���²3UHGLFWHG�DQQXDO�DLU�WHPSHUDWXUH��������������������������DQG�������IRU�WKH�6RXWKHUQ�8QLWHG�6WDWHV�DV�IRUHFDVWHG�E\�IRXU�&RUQHUVWRQHV�)XWXUHV�
�$±'���HDFK�RI�ZKLFK�UHSUHVHQWV�D�JHQHUDO�FLUFXODWLRQ�PRGHO�SDLUHG�ZLWK�RQH�RI�WZR�HPLVVLRQ�VFHQDULRV²$�%�UHSUHVHQWLQJ�ORZ�SRSXODWLRQ�KLJK�HFRQRPLF�
JURZWK��KLJK�HQHUJ\�XVH��DQG�%��UHSUHVHQWLQJ�PRGHUDWH�JURZWK�DQG�XVH��6RXUFH��,3&&������
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)LJXUH���²3UHGLFWHG�DQQXDO�SUHFLSLWDWLRQ��������������������������DQG�������IRU�WKH�6RXWKHUQ�8QLWHG�6WDWHV�DV�IRUHFDVWHG�E\�IRXU�&RUQHUVWRQHV�)XWXUHV��
�$�WKURXJK�'���HDFK�RI�ZKLFK�UHSUHVHQWV�D�JHQHUDO�FLUFXODWLRQ�PRGHO�SDLUHG�ZLWK�RQH�RI�WZR�HPLVVLRQ�VFHQDULRV²$�%�UHSUHVHQWLQJ�ORZ�SRSXODWLRQ�KLJK�
HFRQRPLF�JURZWK��KLJK�HQHUJ\�XVH��DQG�%��UHSUHVHQWLQJ�PRGHUDWH�JURZWK�DQG�XVH��6RXUFH��,3&&������
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RWKHU�ODQG�XVHV��VR�KLJK�WLPEHU�SULFHV�FDQ�KHOS�GHOD\�RU�HYHQ�
UHYHUVH�IRUHVW�ORVVHV�LQ�DUHDV�ZKHUH�IRUHVW�PDQDJHPHQW�LV�VWLOO�
IHDVLEOH��6HFRQGO\��VWURQJ�WLPEHU�PDUNHWV�HQFRXUDJH�FRQWLQXHG�
LQYHVWPHQW�LQ�IRUHVW�PDQDJHPHQW��DQG�IRUHFDVWV�VXJJHVW�WKDW�
WKH�DUHD�RI�SODQWHG�SLQH�FRXOG�LQFUHDVH�IURP�WKH�FXUUHQW��
���SHUFHQW�WR�EHWZHHQ����DQG����SHUFHQW�E\�������6WURQJ�
JURZWK�LQ�PDUNHW�GHPDQG�FRXOG�UHVXOW�IURP�WKH�HPHUJHQFH�RI�
PDUNHWV�IRU�ELRHQHUJ\��EXW�DSSHDUV�OHVV�OLNHO\�WR�HPHUJH�IURP�
PDUNHWV�IRU�WUDGLWLRQDO�IRUHVW�SURGXFWV��$V�D�UHVXOW��WLPEHU�
PDUNHW�JURZWK�ZRXOG�OLNHO\�EH�FHQWHUHG�RQ�VPDOO�GLDPHWHU�
SLQHV�ZLWK�VWURQJ�PDUNHW�LQWHUDFWLRQV�EHWZHHQ�SDSHU�DQG�
ELRHQHUJ\�LQGXVWULHV��FKDSWHU�����

,QYDVLYH�VSHFLHV²1HZ�QRQQDWLYH�LQVHFWV��GLVHDVHV��DQG�
SHVW�FRPSOH[HV�DUH�HPHUJLQJ�DFURVV�WKH�6RXWK�ZLWK�VLJQL¿FDQW�
LPSOLFDWLRQV�H[SHFWHG�IRU�VHYHUDO�WUHH�VSHFLHV��FKDSWHU������
VXFK�DV�KHPORFN��7VXJD�VSS����DVK��)UD[LQXV�VSS���
DQG�UHGED\��3HUVHD�ERUERQLD���7KH�UDWH�RI�LQWURGXFWLRQ�
DQG�VSUHDG�IRU�VHYHUDO�LQYDVLYH�SODQW�VSHFLHV��FKDSWHU�
����KDV�DFFHOHUDWHG�RYHU�WKH�SDVW�GHFDGH��¿J�������6RPH�
VSHFLHV�KDYH�DOPRVW�LPPHGLDWH�DQG�DFXWH�LPSDFWV�RQ�VWDQG�
FRPSRVLWLRQ��GLYHUVLW\��DQG�SURGXFWLYLW\��DQ�H[DPSOH�LV�WKH�
TXLFN�VSUHDGLQJ�DQG�¿UH�DGDSWHG�FRJRQJUDVV��,PSHUDWD�
F\OLQGULFDO���ZKLFK�HIIHFWLYHO\�SUHFOXGHV�IRUHVW�UHJHQHUDWLRQ�
LQ�DIIHFWHG�IRUHVWV��2WKHU�VSHFLHV��VXFK�DV�WUHH�RI�KHDYHQ�
�$OLDQWKXV�DOWLVVLPD���DFW�RQ�D�VORZHU�WLPH�IUDPH�DQG�RQO\�
JUDGXDOO\�GLVSODFH�QDWLYH�VSHFLHV��(LWKHU�W\SH²RU�LQ�VRPH�
FDVHV��ERWK�W\SHV²RI�LQYDVLRQ�RI�IRUHVWHG�HFRV\VWHPV�FDQ�
LPSO\�ORQJ�WHUP�FKDQJHV�LQ�SODQW�DQG�DQLPDO�DVVHPEODJHV��
GLVSODFHPHQW�RI�ZLOGOLIH��DQG�FKDQJHV�LQ�IRUHVW�SURGXFWLYLW\�
IRU�YDULRXV�JRRGV�DQG�VHUYLFHV��$OWKRXJK�DGGLWLRQDO�LQYDVLRQ�
RI�VRXWKHUQ�IRUHVWV�E\�QRQQDWLYHV�LV�HVVHQWLDOO\�FHUWDLQ��
WKHLU�UDWH�RI�VSUHDG��H[WHQW�RI�GDPDJH��DQG�WKH�XOWLPDWH�
LPSOLFDWLRQV�IRU�IRUHVW�FRQGLWLRQV�PDNH�WKHP�WKH�OHDVW�FHUWDLQ�
RI�WKH�IDFWRUV�DIIHFWLQJ�IRUHVWV��FKDSWHU�����

,QWHUDFWLRQV�RI�IDFWRUV²,W�LV�WKH�FRPELQDWLRQ�DQG�
LQWHUDFWLRQ�RI�WKHVH�IRXU�GRPLQDQW�IRUFHV�WKDW�ZLOO�VKDSH�
WKH�VRXWKHUQ�IRUHVWV�RI�WKH�IXWXUH��)RU�WKLV�UHDVRQ��LW�LV�
LPSRUWDQW�WR�HYDOXDWH�WKHLU�LPSDFWV�LQ�FRQFHUW��H�J���WKURXJK�
WKH�LQWHJUDWHG�PRGHOLQJ�DSSURDFKHV�DGRSWHG�IRU�WKH�)XWXUHV�
3URMHFW��,QGHHG��WR�HYDOXDWH�RQH�VHW�RI�GULYHUV�LQ�LVRODWLRQ�IURP�
DOO�WKH�RWKHUV�ZRXOG�OHDG�WR�LQFRPSOHWH�DQG�SHUKDSV�HUURQHRXV�
FRQFOXVLRQV�

���8UEDQL]DWLRQ�LV�IRUHFDVWHG�WR�UHVXOW�LQ�
IRUHVW�ORVVHV��LQFUHDVHG�FDUERQ�HPLVVLRQV��
DQG�VWUHVV�RQ�RWKHU�IRUHVW�UHVRXUFHV�

/DQG�XVH�IRUHFDVWV�IRU�DOO�&RUQHUVWRQH�)XWXUHV�LQGLFDWH�D�
GHFUHDVH�LQ�IRUHVW�DUHD��D�TXDOLWDWLYH�FKDQJH�IURP�WKH�WUHQGV�
RI�WKH�SUHYLRXV����\HDUV��1HW�IRUHVW�ORVVHV�UHÀHFW�D�VKLIW�LQ�WKH�
FRPSOH[�RI�G\QDPLFV�WKDW�KDYH�KLVWRULFDOO\�RIIVHW�HDFK�RWKHU�
WR�\LHOG�OLWWOH�FKDQJH�LQ�WRWDO�IRUHVW�DUHD�LQ�WKH�6RXWK��/RRNLQJ�
WR�WKH�IXWXUH��VWURQJ�XUEDQL]DWLRQ�UDWHV�FRQWLQXH�LQ�UHVSRQVH�

$
&KDQJH�LQ�3HUFLSLWDWLRQ

�����²���
0,52&���$�%

%
&KDQJH�LQ�3HUFLSLWDWLRQ

�����²���
&6,520.���$�%

&
&KDQJH�LQ�3HUFLSLWDWLRQ

�����²���
&6,520.��%�

'
&KDQJH�LQ�3HUFLSLWDWLRQ

�����²���
+$'0&��%�

)LJXUH���²&KDQJH�LQ�SUHFLSLWDWLRQ��SHUFHQW��IURP������WR������E\�
&RUQHUVWRQH�)XWXUH��$�WKURXJK�'���&RUQHUVWRQH�)XWXUH�(�KDV�WKH�VDPH�
FOLPDWH�DV�$�DQG�&RUQHUVWRQH�)XWXUH�)�KDV�WKH�VDPH�FOLPDWH�DV�'�

Q������²������ Q������²������ Q������²����� Q����²�����
Q�����²������ Q�����²������ Q�����²�����
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)LJXUH���²)RUHFDVWV�RI�WLPEHU�KDUYHVW�TXDQWLWLHV�DVVXPLQJ�FRQVWDQW�GHPDQG�IRU�WLPEHU�DQG�ODQG�XVHV�HFRQRPLF�JURZWK�DVVRFLDWHG�ZLWK�&RUQHUVWRQH��
)XWXUHV�$��KLJK�SRSXODWLRQ�LQFRPH�JURZWK�ZLWK�LQFUHDVLQJ�WLPEHU�SULFHV��DQG�%��KLJK�SRSXODWLRQ�LQFRPH�JURZWK�ZLWK�GHFUHDVLQJ�WLPEHU�SULFHV��

SHUFHQW
��±��

6XEUHJLRQV

&RXQWLHV
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)LJXUH���²3HUFHQW�RI�VXUYH\�SORWV�ZLWKLQ�D�FRXQW\�RFFXSLHG�E\�RQH�WR�IRXU�LQYDVLYH�SODQWV��6RXUFH��86'$�)RUHVW�6HUYLFH��)RUHVW�,QYHQWRU\�DQG��
$QDO\VLV�GDWDEDVHV�
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)RUHVW��

)LJXUH���²)RUHFDVWHG�FKDQJH�LQ�WKH�SURSRUWLRQ�RI�FRXQWLHV�LQ�IRUHVW�ODQG�XVH�IRU�&RUQHUVWRQH�)XWXUH�%��KLJK�SRSXODWLRQ�LQFRPH�JURZWK�ZLWK�GHFUHDVLQJ��
WLPEHU�SULFHV��
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)LJXUH���²)RUHFDVWHG�FKDQJH�LQ�WKH�SURSRUWLRQ�RI�FRXQWLHV�LQ�XUEDQ�ODQG�XVH�IRU�&RUQHUVWRQH�)XWXUHV�$�DQG�%��KLJK�SRSXODWLRQ�LQFRPH�JURZWK��
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WR�JURZWK�LQ�SRSXODWLRQ�QXPEHUV�DV�ZHOO�DV�LQ�KRXVHKROG�
LQFRPH��+RZHYHU��WUDQVLWLRQV�IURP�DJULFXOWXUH�WR�IRUHVW�XVHV��
ZKLFK�KDG�RIIVHW�ORVVHV�IURP�XUEDQL]DWLRQ�LQ�WKH�SDVW��DUH�QRW�
IRUHFDVWHG�WR�FRQWLQXH��7KLV�G\QDPLF�GHSHQGV�RQ�DJULFXOWXUDO�
PDUNHWV��KRZHYHU��DQG�XQDQWLFLSDWHG�GHFOLQHV�LQ�WKH�UHWXUQV�
WR�FURS�SURGXFWLRQ�FRXOG�DPHOLRUDWH�IRUHVW�ORVVHV�E\�VKLIWLQJ�
XUEDQL]DWLRQ�PRUH�WRZDUG�DJULFXOWXUDO�ODQGV�

)URP�WKH�EDVH�\HDU�RI������WR�������DQ�DGGLWLRQDO����WR��
���PLOOLRQ�DFUHV�RI�VRXWKHUQ�UXUDO�ODQGV�DUH�IRUHFDVWHG�WR�
EH�FRQYHUWHG�LQWR�XUEDQ�XVHV��¿J�������7RWDO�IRUHVW�ORVVHV�
DUH�IRUHFDVWHG�WR�UDQJH�IURP����PLOOLRQ�WR����PLOOLRQ�DFUHV��
GHSHQGLQJ�RQ�WKH�UDWH�RI�SRSXODWLRQ�JURZWK�DQG�WKH�IXWXUH�RI�
WLPEHU�PDUNHWV²ORZ�SRSXODWLRQ�JURZWK�ZLWK�VWURQJ�WLPEHU�
PDUNHWV�ZRXOG�\LHOG�WKH�VPDOOHVW�ORVVHV��¿J�������$W��±���SHUFHQW�
RI�FXUUHQW�IRUHVW�DUHD��WKHVH�ORVVHV�ZRXOG�VWLOO�HTXDO�QHDUO\�DOO�
WKH�IRUHVWV�LQ�.HQWXFN\�RU�6RXWK�&DUROLQD�DW�WKH�ORZ�HQG�RI�WKH�
UDQJH��DQG�QHDUO\�DOO�WKH�IRUHVWV�LQ�*HRUJLD�RU�$ODEDPD�DW�WKH�KLJK�
HQG�

%HFDXVH�ORVVHV�FRLQFLGH�ZLWK�H[SDQGLQJ�XUEDQ�FHQWHUV��WKH�
KHDYLHVW�IRUHVW�ORVVHV�ZRXOG�EH�LQ�WKH�3LHGPRQW��DV�PXFK�DV��
���SHUFHQW��DQG�3HQLQVXODU�)ORULGD��PRUH�WKDQ����SHUFHQW���
/RZ�UDWHV�RI�IRUHVW�ORVVHV�DUH�DOVR�IRUHFDVWHG�IRU�PDQ\�RWKHU�
DUHDV�RI�WKH�6RXWK�ZKHUH�IRUHFDVWHG�SRSXODWLRQ�FKDQJH�LV�
PRGHUDWH�EXW�ZKHUH�XUEDQL]DWLRQ�UHVSRQGV�WR�H[SHFWHG�
JHQHUDO�JDLQV�LQ�SHUVRQDO�LQFRPH��(PSLULFDO�ODQG�XVH�PRGHOV�
LQGLFDWH�WKDW�ODQG�GHYHORSPHQW�UDWHV�DUH�SRVLWLYHO\�LQÀXHQFHG�
E\�LQFRPH²HYHQ�ZLWKRXW�SRSXODWLRQ�JURZWK��D�UHJLRQ�FDQ�
H[SHULHQFH�VRPH�ODQG�GHYHORSPHQW�LI�LQFRPH�LQFUHDVHV�

7KH�LPSDFW�RI�XUEDQL]DWLRQ�RQ�IRUHVWV�JRHV�EH\RQG�ORVV�RI�
IRUHVW�DUHD��7KH�IXQFWLRQDO�YDOXH�RI�IRUHVWV�LQ�SURYLGLQJ�
ZLOGOLIH�KDELWDW��IRU�H[DPSOH��ZRXOG�GHFOLQH�WKURXJK�
IUDJPHQWDWLRQ�DQG�DQ�LQFUHDVHG�SUHVHQFH�RI�KXPDQV�LQ�IRUHVW�
VHWWLQJV��FKDSWHU������7KLV�FRPLQJOLQJ�RI�XUEDQ�DQG�IRUHVW�
XVHV�LQ�WKH�ZLOGODQG�XUEDQ�LQWHUIDFH�DIIHFWV�D�QXPEHU�RI�RWKHU�
IXQFWLRQDO�DVSHFWV²VXFK�DV�ZDWHU�TXDOLW\�SURWHFWLRQ��FKDSWHU�����
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)LJXUH���²&KDQJH�LQ�DUHD�RI�IRUHVW�ODQG�XVHV�IRU�WKH�6RXWK�IURP������WR������XQGHU�IRXU�&RUQHUVWRQH�)XWXUHV���$��ODUJH�XUEDQL]DWLRQ�JDLQV�ZLWK�LQFUHDVLQJ�
WLPEHU�SULFHV���%��ODUJH�XUEDQL]DWLRQ�JDLQV�ZLWK�GHFUHDVLQJ�WLPEHU�SULFHV���&��PRGHUDWH�XUEDQL]DWLRQ�JDLQV�ZLWK�LQFUHDVLQJ�WLPEHU�SULFHV��DQG��'��PRGHUDWH�
XUEDQL]DWLRQ�JDLQV�ZLWK�GHFUHDVLQJ�WLPEHU�SULFHV�

)LJXUH���²&KDQJH�LQ�IRUHVW�DUHD�E\�VRXWKHUQ�VXEUHJLRQ�IURP�����WR�������H[SUHVVHG�LQ�SHUFHQW��EDVHG�RQ�DQ�H[SHFWDWLRQ�RI�ODUJH�XUEDQL]DWLRQ�JDLQV�ZLWK�
GHFUHDVLQJ�WLPEHU�SULFHV��&RUQHUVWRQH�%��
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DQG�FDUERQ�VWRUDJH��FKDSWHU���²DV�ZHOO�DV�WKH�DELOLW\�WR�XVH�
¿UH�WR�PDQDJH�IRUHVWV�IRU�D�UDQJH�RI�JRDOV��FKDSWHU�����

7KHVH�IRUHFDVWV�RI�IRUHVW�ORVVHV��¿JV�����DQG�����GLIIHU�IURP�WKH�
QR�QHW�ORVV�IRUHFDVW�UHSRUWHG�LQ�WKH������DVVHVVPHQW��:HDU�DQG�
*UHLV�����E���$OWKRXJK�WKH�SDWWHUQ�RI�XUEDQL]DWLRQ�UHPDLQV�
FRQVLVWHQW²ODUJHO\�GXH�WR�WKH�LPSRUWDQFH�RI�SRSXODWLRQ�
IRUHFDVWV�LQ�GHWHUPLQLQJ�IXWXUH�XUEDQ�GHYHORSPHQW²WKH�UDQJH�
RI�IRUHFDVWV�LV�VRPHZKDW�QDUURZHU�KHUH��DQG�RXU�XSGDWHG�IRUHFDVW�
IRU�WKH�ORQJHU�WLPH�SHULRG�DQWLFLSDWHV�D�PLQLPXP���SHUFHQW�QHW�
ORVV�RYHU�WKH�QH[W����\HDUV�

7KH�ORVV�RI�IRUHVW�DUHD�SURYLGHV�RQO\�D�VPDOO�LPSDFW�RQ�WLPEHU�
PDUNHWV��VLQFH�XUEDQL]LQJ�DUHDV�DUH�QRW�XVXDOO\�QHDU�DUHDV�WKDW�
DUH�LQWHQVLYHO\�PDQDJHG�IRU�WLPEHU��/RVV�RI�IRUHVW�DUHD�GRHV�
KRZHYHU��UHGXFH�WKH�DPRXQW�RI�FDUERQ�VWRUHG�LQ�IRUHVWV��8QGHU�
PRVW�IXWXUHV�FRQVLGHUHG��WKH�FDUERQ�¿[HG�LQ�WKH�6RXWK¶V�IRUHVWV�
DQG�WKHLU�VRLOV�UHDFKHV�D�PD[LPXP�EHWZHHQ������DQG������
DQG�WKHQ�GHFOLQHV�WKURXJK�������¿J�������)XWXUHV�ZLWK�VWURQJHU�
WLPEHU�PDUNHWV�\LHOG�VRPHZKDW�PRUH�IRUHVW�FDUERQ�EXW�IDLO�
WR�FRPSOHWHO\�RIIVHW�WKH�FDUERQ�ORVVHV�GRPLQDWHG�E\�ODQG�XVH�
FKDQJHV��$�GHFUHDVH�LQ�IRUHVW�FDUERQ�VWRFNV�UHSUHVHQWV�D�UHYHUVDO�
RI�D�ORQJ�WHUP�WUHQG�RI�FDUERQ�DFFXPXODWLRQ²DFFRUGLQJ�WR�
+HDWK�DQG�RWKHUV���������WKH�VWRFN�RI�IRUHVW�FDUERQ�LQ�WKH�8QLWHG�
6WDWHV�LQFUHDVHG�E\�DERXW���SHUFHQW�IURP������WR�������:KLOH�
QRW�DOO�ORVVHV�RI�IRUHVW�FDUERQ�DUH�HPLWWHG�WR�WKH�DWPRVSKHUH��WKH�
SRWHQWLDO�GHFOLQH�LQ�IRUHVW�FDUERQ�VWRUDJH�ZRXOG�EH�D�FKDOOHQJH�
IRU�FDUERQ�PLWLJDWLRQ�SROLFLHV��SUHVHQWLQJ�D�G\QDPLF�EDVHOLQH�
ZKHUH�D�¿UVW�RUGHU�SROLF\�REMHFWLYH�PLJKW�EH�WR�VWDELOL]H�UDWKHU�
WKDQ�H[SDQG�IRUHVW�FDUERQ�VWRFNV��

)LJXUH���²7RWDO�IRUHVW�FDUERQ�VWRFN��PLOOLRQ�WRQV�RI�FDUERQ�������±����E\�&RUQHUVWRQH�)XWXUH�

/DQG�8VH�&KDQJHV�LQ�WKH�6RXWK��
)LQGLQJV�IURP�&KDSWHU��

��%HWZHHQ����PLOOLRQ�DQG����PLOOLRQ�DFUHV�RI�ODQG�LQ�WKH�
6RXWK�DUH�IRUHFDVWHG�WR�EH�GHYHORSHG�LQWR�XUEDQ�XVHV�
E\�������IURP�D�EDVH�RI����PLOOLRQ�DFUHV�LQ������
��7KH�6RXWK�LV�IRUHFDVWHG�WR�ORVH�EHWZHHQ����PLOOLRQ�DQG�
���PLOOLRQ�DFUHV����DQG����SHUFHQW��UHVSHFWLYHO\��RI�
IRUHVWV�IURP������WR�������$OO�VXEUHJLRQV�DUH�H[SHFWHG�
WR�ORVH�DW�OHDVW�VRPH�DFUHDJH��QHDUO\�DOO�RI�WKLV�DUHD�
ZRXOG�EH�FRQYHUWHG�WR�XUEDQ�XVHV�
��6WURQJ�WLPEHU�PDUNHWV�FDQ�DPHOLRUDWH�IRUHVW�ORVVHV�
VRPHZKDW��E\�VKLIWLQJ�XUEDQL]DWLRQ�WR�DJULFXOWXUDO�
ODQGV�
��$PRQJ�WKH�¿YH�VXEUHJLRQV�RI�WKH�6RXWK��WKH�3LHGPRQW�
LV�IRUHFDVWHG�WR�ORVH�WKH�JUHDWHVW�SURSRUWLRQ�RI�LWV�
IRUHVW�DUHD��SRVVLEO\�DV�PXFK�DV����SHUFHQW�E\�������
7KH�0LG�6RXWK�DQG�0LVVLVVLSSL�$OOXYLDO�9DOOH\�DUH�
IRUHFDVWHG�WR�ORVH�WKH�OHDVW��EHWZHHQ���DQG���SHUFHQW��
��$PRQJ�WKH����VHFWLRQV�WKDW�PDNH�XS�WKH�VXEUHJLRQV�RI�
WKH�6RXWK��3HQLQVXODU�)ORULGD�LV�IRUHFDVWHG�WR�ORVH�WKH�
PRVW�IRUHVW�ODQG�����SHUFHQW���$OO�VHFWLRQV�ZLWKLQ�WKH�
3LHGPRQW�UHJLRQ�DUH�IRUHFDVWHG�WR�ORVH�DW�OHDVW��
���SHUFHQW�
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���6RXWKHUQ�IRUHVWV�FRXOG�VXVWDLQ�KLJKHU�
WLPEHU�SURGXFWLRQ�OHYHOV��EXW�GHPDQG�LV�
WKH�OLPLWLQJ�IDFWRU�DQG�GHPDQG�JURZWK�LV�
XQFHUWDLQ�

0DUNHW�IRUHFDVWV�IRU�ZRRG�SURGXFWV²FRXSOHG�ZLWK�ODQG�XVH��
FOLPDWH��DQG�GHPRJUDSKLF�FKDQJHV²VXJJHVW�WKDW�VRXWKHUQ�
IRUHVWV�FRXOG�VDWLVI\�JURZWK�LQ�ZRRG�SURGXFWV�GHPDQG��HYHQ�
WKH�KLJK�UDWHV�RI�JURZWK�REVHUYHG�LQ�WKH�HDUO\�����V��0RGHUDWH�
GHPDQG�JURZWK�ZRXOG�DSSO\�OLWWOH�XSZDUG�SUHVVXUH�RQ�WKH�
SULFHV�IRU�PRVW�VRXWKHUQ�WLPEHU�SURGXFWV�EHFDXVH�RI�RQJRLQJ�
VXSSO\�JURZWK�

$V�VRIWZRRG�WLPEHU�VXSSO\�URVH�IURP������WR�������GHPDQG�
IRU�WLPEHU�SURGXFWV�IHOO��OHDGLQJ�WR�UHGXFHG�SURGXFWLRQ�OHYHOV�
DQG�SULFHV��¿JV�����DQG������7KHVH�VXSSO\�JDLQV�KDG�GHULYHG�
IURP�LQYHVWPHQWV�LQ�SODQWHG�SLQH�WKDW�FRQWLQXHG�ORQJ�DIWHU�
GHPDQG�IRU�WLPEHU�SURGXFWV�SHDNHG�LQ�������'HPDQG�GHFOLQHG�
¿UVW�LQ�SXOS�DQG�SDSHU�PDQXIDFWXULQJ�DV�SHU�FDSLWD�8�6��
FRQVXPSWLRQ�RI�SDSHU�SURGXFWV�WUHQGHG�GRZQZDUG��GHPDQG�
IRU�VROLG�ZRRG�SURGXFWV�UHPDLQHG�VWURQJ�WKURXJK������EXW�
WKHQ�IHOO�GUDPDWLFDOO\�LQ������ZLWK�WKH�XQSUHFHGHQWHG�GHFOLQH�
LQ�WKH�FRQVWUXFWLRQ�LQGXVWU\��,Q�������KRXVLQJ�VWDUWV�WRWDOHG�
RQO\����������FRPSDUHG�WR�ORZV�WKDW�KDG�QRW�IDOOHQ�EHORZ�D�
PLOOLRQ�XQLWV�VLQFH������

)RUHFDVW�PRGHOV�VKRZ�WKH�VHFWRU�DEOH�WR�PHHW�VXEVWDQWLDO�QHZ�
GHPDQGV�ZLWK�OLWWOH�XSZDUG�SUHVVXUH�RQ�SULFHV��¿J�������$�
UHWXUQ�WR�WKH�SHDN�KDUYHVW�OHYHOV�RI�WKH�ODWH�����V�ZRXOG�QRW�
FDXVH�D�UHWXUQ�WR�WKH�����V�SHDN�SULFHV�EHFDXVH�RI�H[SDQGHG�
IRUHVW�LQYHQWRULHV�DQG�VXSSO\��¿J�������3URGXFWLYH�FDSDFLW\�KDV�
H[SDQGHG�HVSHFLDOO\�VWURQJO\�LQ�WKH�VRXWKHDVWHUQ�&RDVWDO�3ODLQ�
ZKHUH�PRVW�SLQH�SODQWDWLRQV�DUH�ORFDWHG��$�VXEVWDQWLDO�VWUXFWXUDO�
VKLIW�LQ�GHPDQG��IRU�H[DPSOH��FDXVHG�E\�GHPDQGV�IRU�IRUHVW�
ELRHQHUJ\�IHHGVWRFNV��ZRXOG�EH�QHFHVVDU\�WR�LQFUHDVH�VRIWZRRG�
SULFHV�WR�WKH�KLVWRULFDO�KLJKV�RI�WKH�ODWH�����V��¿JV�����DQG������,Q�
FRQWUDVW��KDUGZRRG�SULFHV�FRXOG�UHERXQG�PRUH�TXLFNO\�EHFDXVH�
GLUHFW�LQYHVWPHQW�LQ�WKHLU�SURGXFWLRQ�KDV�QRW�RFFXUUHG�DQG�WKHLU�
LQYHQWRULHV�DUH�IRUHFDVWHG�WR�EH�UHGXFHG�E\�ODQG�XVH�FKDQJHV�

7KH������DVVHVVPHQW��:HDU�DQG�*UHLV�����D��HPSKDVL]HG�WKH�
RUGHUO\�SURJUHVVLRQ�RI�WLPEHU�PDUNHWV�LQ�WKH�UHJLRQ��7LPEHU�
VFDUFLW\�FRQFHUQV�GRPLQDWHG�HDUOLHU�DVVHVVPHQWV��DQG��LQGHHG��
VFDUFLW\�ZDV�D�FRQVLVWHQW�PDQWUD�RI�IRUHVW�SROLF\�WKURXJKRXW�
PRVW�RI�WKH���WK�FHQWXU\��%XW�VWURQJ�IRUHVW�LQYHVWPHQW�
LQGLFDWHV�WKDW�SULYDWH�IRUHVW�LQYHVWRUV�KDYH�DQWLFLSDWHG�DQG�
UHVSRQGHG�WR�SHUFHLYHG�VFDUFLW\�LQ�VSLWH�RI�WKH�ORQJ�PDWXUDWLRQ�
RI�VXFK�LQYHVWPHQWV��7R�WKH�H[WHQW�WKDW�H[SHFWDWLRQV�DERXW�WKH�
IXWXUH�DUH�FRUUHFW��WLPEHU�VXSSO\�VKRXOG�FRQWLQXH�WR�UHVSRQG�
LQ�ZD\V�WKDW�DQWLFLSDWH�IXWXUH�GHPDQG��7KH�UHFHQW�KLVWRU\�
RI�VWURQJ�H[SDQVLRQDU\�LQYHVWPHQW�FRXSOHG�ZLWK�VXVWDLQHG�
GHFOLQHV�LQ�GHPDQG�LQGLFDWHV�WKDW�SULYDWH�LQYHVWRUV�PD\�
KDYH�³RYHUVKRW´�LQ�WKH�SDVW�GHFDGH��UDLVLQJ�TXHVWLRQV�DERXW�
D�SRWHQWLDO�IRU�HYHQWXDO�GLVLQYHVWPHQW�LI�DGGLWLRQDO�GHPDQG�
JURZWK�GRHV�QRW�PDWHULDOL]H�
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)LJXUH���²5RXQGZRRG�KDUYHVWV�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV�E\�SURGXFW��
����±������YDULRXV�\HDUV��6RXUFH��EDVHG�RQ�YDULRXV�86'$�)RUHVW�6HUYLFH�
WLPEHU�SURGXFW�RXWSXW�UHSRUWV�DV�GH¿QHG�LQ�:HDU�DQG�RWKHUV����������+�UHIHUV�
WR�KDUGZRRGV��DQG�6�UHIHUV�WR�VRIWZRRGV��
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)LJXUH��²5HDO�VWXPSDJH�SULFHV�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV�E\�SURGXFW��
����±������6RXUFH��'DWDEDVH�RI�SULFHV�FRQVWUXFWHG�IURP�7LPEHU�0DUW�6RXWK�
TXDUWHUO\�SULFH�UHSRUWV��H�J���7LPEHU�0DUW�6RXWK�������DQG�GHÀDWHG�E\�WKH�
&RQVXPHU�3ULFH�,QGH[�GHÀDWRU�
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)LJXUH���²)RUHFDVWV�RI�VWDQGLQJ�WLPEHU�KDUYHVW�TXDQWLWLHV�DQG�UHDO�WLPEHU�SULFHV������ �����DVVXPLQJ�D�FRQVWDQW�WLPEHU�GHPDQG�DQG�&RUQHUVWRQH�$��
HFRQRPLF�VFHQDULR�
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)LJXUH��²)RUHFDVWV�RI�WLPEHU�SURGXFWLRQ�DQG�UHDO�WLPEHU�SULFHV������ �����DVVXPLQJ�DQ�H[SDQGLQJ�WLPEHU�GHPDQG�DQG�&RUQHUVWRQH�$�HFRQRPLF�VFHQDULR�
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)LJXUH���²)RUHFDVWV�RI�WLPEHU�SURGXFWLRQ�DQG�UHDO�WLPEHU�SULFHV������ �����DVVXPLQJ�DQ�H[SDQGLQJ�WLPEHU�GHPDQG�DQG�SURGXFWLYLW\�JURZWK�VXSSO\�VFHQDULR�



��

7KH�TXHVWLRQ�RI�JUHDW�UHOHYDQFH�WR�DQ�DVVHVVPHQW�WKDW�DGGUHVVHV�
PXOWLSOH�UHVRXUFH�YDOXHV�LV�QRW�VROHO\�KRZ�PXFK�KDUYHVWLQJ�
ZLOO�LQFUHDVH�RU�GHFUHDVH�EXW�ZKHUH�WKRVH�FKDQJHV�DUH�PRVW�
OLNHO\�WR�EH�FRQFHQWUDWHG��)RUHFDVWV�RI�WKH�&RUQHUVWRQH�)XWXUHV�
LQGLFDWH�WKDW��FRQVLVWHQW�ZLWK�KLVWRU\��LQFUHDVHG�KDUYHVWLQJ�LV�
OLNHO\�WR�EH�FRQFHQWUDWHG�DW�WKH�³LQWHQVLYH�PDUJLQ´�UDWKHU�WKDQ�
DW�WKH�³H[WHQVLYH�PDUJLQ �́�L�H���PRUH�LQWHQVLYH�PDQDJHPHQW�
DQG�H[SDQVLRQ�ZRXOG�WDNH�SODFH�LQ�WKH�SLQH�SODQWDWLRQV�RI�WKH�
VRXWKHDVWHUQ�&RDVWDO�3ODLQ�ZKHUH�SURGXFWLRQ�DQG�SURGXFWLRQ�
JURZWK�KDV�EHHQ�IRFXVHG�IRU�GHFDGHV��

(YHQ�DW�KLJK�OHYHOV��WLPEHU�KDUYHVWLQJ�LV�QRW�IRUHFDVW�WR�
VXEVWDQWLDOO\�UHGXFH�WRWDO�VWDQGLQJ�ELRPDVV�LQ�WKH�UHJLRQ¶V�
IRUHVWV��+LJK�SULFHV�HQFRXUDJH�PRUH�KDUYHVWLQJ�EXW�
VLPXOWDQHRXVO\�HQFRXUDJH�UHWHQWLRQ�RI�IRUHVW�ODQG�XVHV�RQ�SULYDWH�
ODQGV�DQG�LQYHVWPHQW�LQ�UHIRUHVWDWLRQ�DQG�RWKHU�PDQDJHPHQW�
WUHDWPHQWV��FKDSWHU�����7KH�KLVWRULFDO�DFFXPXODWLRQ�RI�ELRPDVV�
LQ�VRXWKHUQ�IRUHVWV�ZRXOG��KRZHYHU��UHDFK�D�]HQLWK�RYHU�WKH�
IRUHFDVW�SHULRG�DQG�EHJLQ�WR�GHFOLQH�DIWHU�DERXW������IRU�VHYHUDO�
&RUQHUVWRQH�)XWXUHV��¿J�������8QGHU�QRQH�RI�WKH�IRUHFDVWV�ZRXOG�
ELRPDVV�GHFOLQH�EHORZ�FXUUHQW�OHYHOV�

)LJXUH���²7RWDO�IRUHVW�ELRPDVV�PHDVXUHG�DV�JURZLQJ�VWRFN�YROXPH��PLOOLRQ�
FXELF�IHHW��IRU�WKH�6RXWKHUQ�8QLWHG�6WDWHV������±����E\�&RUQHUVWRQH�)XWXUHV�

0DUNHWV�IRU�6RXWKHUQ�7LPEHU�3URGXFWV��)LQGLQJV�IURP�&KDSWHU��

��$OWKRXJK�WLPEHU�SURGXFWLRQ�LQ�WKH�6RXWK�PRUH�WKDQ�GRXEOHG�IURP�WKH�����V�WR�WKH�ODWH�����V��RXWSXW�OHYHOV�KDYH�
GHFOLQHG�RYHU�WKH�ODVW����\HDUV��VLJQDOLQJ�VWUXFWXUDO�FKDQJHV�LQ�WLPEHU�PDUNHWV�
��$V�GHPDQG�UHFHGHG��LQYHVWPHQW�LQ�VRIWZRRG�SURGXFWLRQ�FRQWLQXHG�WR�H[SDQG��OHDGLQJ�WR�LQFUHDVHG�VXSSO\�IRU�VRIWZRRGV��
HVSHFLDOO\�VRIWZRRG�SXOSZRRG��7KH�QHW�UHVXOW�ZDV�D�VXEVWDQWLDO�UHGXFWLRQ�LQ�VRIWZRRG�SXOSZRRG�SULFHV�
��)RUHFDVWV�RI�WLPEHU�PDUNHWV�VKRZ�DQ�LQFUHDVLQJ�VXSSO\�RI�VRIWZRRG�WLPEHU��HVSHFLDOO\�VRIWZRRG�SXOSZRRG��DV�QHZ�
SODQWDWLRQV�PDWXUH�DQG�DGGLWLRQDO�SODQWDWLRQV�DFFXPXODWH�DFURVV�WKH�6RXWK��VRIWZRRG�SXOSZRRG�VXSSO\�LQFUHDVHV�
WKURXJKRXW�WKH�QH[W����\HDUV��DQG�VRIWZRRG�VDZWLPEHU�VXSSO\�LQFUHDVHV�RYHU�WKH�QH[W�GHFDGH�DQG�WKHQ�VWDELOL]HV�
��)RUHFDVWV�RI�KDUGZRRG�VXSSO\�LQGLFDWH�D�JUDGXDO�FRQWUDFWLRQ�DV�XUEDQL]DWLRQ�VKULQNV�LQYHQWRULHV�
��,I�WLPEHU�SURGXFW�GHPDQG�UHPDLQV�DW������OHYHOV��WRWDO�WLPEHU�SURGXFWLRQ�LV�IRUHFDVWHG�WR�LQFUHDVH�E\�DERXW����SHUFHQW�RYHU�
WKH�QH[W����\HDUV��ZLWK�D����SHUFHQW�SULFH�GHFUHDVH�IRU�VRIWZRRG�SXOSZRRG�DQG�OLWWOH�FKDQJH�LQ�SULFH�IRU�VRIWZRRG�VDZWLPEHU�
DQG�KDUGZRRG�SXOSZRRG��
��,I�WLPEHU�SURGXFW�GHPDQG�UHWXUQV�WR�WKH�JURZWK�OHYHOV�RI�WKH�����V�DQG�����V��WRWDO�WLPEHU�SURGXFWLRQ�LV�IRUHFDVWHG�WR�
LQFUHDVH�E\�DERXW����SHUFHQW�RYHU�WKH�QH[W����\HDUV��ZLWK�WKH�JUHDWHVW�JDLQV�LQ�VRIWZRRG�SXOSZRRG�RXWSXW��VRIWZRRG�
SXOSZRRG�SULFHV�ZRXOG�VWDELOL]H�DW������OHYHOV��DQG�VRIWZRRG�VDZWLPEHU�DQG�KDUGZRRG�SXOSZRRG�SULFHV�ZRXOG�LQFUHDVH�
E\�VOLJKWO\�OHVV�WKDQ���SHUFHQW�SHU�\HDU��
��,I�WLPEHU�SURGXFW�GHPDQG�LQFUHDVHV�DQG�SODQWHG�SLQH�IRUHVWV�EHFRPH�PRUH�SURGXFWLYH��WRWDO�WLPEHU�SURGXFWLRQ�LV�
IRUHFDVWHG�WR�LQFUHDVH�E\�DERXW����SHUFHQW��ZLWK�SURGXFWLRQ�RI�VRIWZRRG�SXOSZRRG�PRUH�WKDQ�WULSOLQJ��SULFH�VWDELOL]HV�IRU�
VRIWZRRG�VDZWLPEHU��GHFUHDVHV�OHVV�WKDQ���SHUFHQW�SHU�\HDU�IRU�VRIWZRRG�SXOSZRRG��DQG�LQFUHDVHV�OHVV�WKDQ���SHUFHQW�SHU�
\HDU�IRU�KDUGZRRG�SXOSZRRG�
��)RUHFDVWV�LQGLFDWH�WKDW�WKH�UHJLRQ¶V�WLPEHU�VXSSO\�FRXOG�H[SDQG�LI�PRGHUDWH�UDWHV�RI�IXWXUH�IRUHVW�LQYHVWPHQWV�DUH�DGGHG�
WR�LQYHVWPHQWV�LQ�IRUHVWV�PDGH�RYHU�WKH�SDVW����\HDUV��)RUHFDVWV�IRU������VKRZ�WKDW�DQQXDO�SURGXFWLRQ�RI�VRIWZRRG�
SXOSZRRG�FRXOG�LQFUHDVH�EH\RQG������OHYHOV�E\�DQ�DGGLWLRQDO�����ELOOLRQ�WR�����ELOOLRQ�FXELF�IHHW�������PLOOLRQ�WR������
PLOOLRQ�JUHHQ�WRQV��ZLWKRXW�VXEVWDQWLDO�SULFH�HIIHFWV�
��:LWKRXW�DQ�H[SDQVLRQ�LQ�WLPEHU�GHPDQG��WKH�SULYDWH�IRUHVW�ODQGRZQHUV�ZRXOG�EH�H[SHFWHG�WR�HYHQWXDOO\�H[SHULHQFH�D�
VWURQJ�VKLIW�DZD\�IURP�IRUHVW�PDQDJHPHQW�DV�LQYHVWPHQW�UHWXUQV�GLPLQLVK�WR�WKH�SRLQW�ZKHUH�FRQWLQXHG�LQYHVWPHQWV�
FRXOG�QRW�EH�MXVWL¿HG�



��

���%LRHQHUJ\�IXWXUHV�FRXOG�EULQJ�GHPDQGV�
WKDW�DUH�ODUJH�HQRXJK�WR�WULJJHU�FKDQJHV�
LQ�IRUHVW�FRQGLWLRQV��PDQDJHPHQW��DQG�
PDUNHWV�

7KH�PRVW�OLNHO\�VRXUFH�RI�QHZ�GHPDQG�JURZWK�IRU�WLPEHU�
LV�ELRHQHUJ\��GHSHQGLQJ�RQ�SROLF\�DFWLRQV�ZKLFK�DUH�KLJKO\�
XQFHUWDLQ��'HPDQG�IRU�SDSHU�SURGXFWV�WUHQGHG�GRZQZDUG�VLQFH�
WKH�ODWH�����V�DQG�D�SUHFLSLWRXV�GHFOLQH�LQ�VROLG�ZRRG�SURGXFW�
GHPDQG�IROORZHG�WKH������KRXVLQJ�UHODWHG�UHFHVVLRQ��$OWKRXJK�
RXU�IRUHFDVWV�DUH�ORQJ�UXQ�DQG��WKHUHIRUH�GR�QRW�SUHGLFW�WKH�
WLPLQJ�RI�WKH�ZRRG�SURGXFWV�LQGXVWU\¶V�UHFRYHU\�IURP�WKH������
UHFHVVLRQ��D�JUDGXDO�UHWXUQ�WR�VROLG�ZRRG�SURGXFW�GHPDQG�DW�
OHYHOV�FRPSDUDEOH�WR�ORQJ�UXQ�DYHUDJHV�LV�OLNHO\��

(QHUJ\�IRUHFDVWV�XQGHU�YDULRXV�SROLF\�VFHQDULRV��FKDSWHU�����
VKRZ�ZRRG�XVH�IRU�ELRHQHUJ\�VWDUWLQJ�ZLWK�DQG�WKHQ�TXLFNO\�
H[KDXVWLQJ�KDUYHVW�UHVLGXDOV�DQG�RWKHU�DYDLODEOH�ZRRG�ZDVWH�
�¿J�������$V�D�UHVXOW��ELRHQHUJ\�GHPDQG�ZRXOG�OHDG�WR�DGGLWLRQDO�
KDUYHVWLQJ�RI�UDZ�PDWHULDO��HVSHFLDOO\�VRIWZRRG�SXOSZRRG��7KLV�
QHZ�GHPDQG�FRXOG�RIIVHW�DQG�HYHQ�H[FHHG�WKH�GHFOLQLQJ�GHPDQG�
IRU�VRIWZRRG�SXOSZRRG�IRU�SXOS�DQG�SDSHU�PDQXIDFWXULQJ��7KH�
TXHVWLRQ�RI�FULWLFDO�LPSRUWDQFH�KHUH�LV�KRZ�WKH�WRWDO�GHPDQG�IRU�
IRUHVW�SURGXFWV�ZRXOG�FRPSDUH�WR�KLVWRULFDO�OHYHOV�

)RUHVW�SURGXFW�PDUNHW�IRUHFDVWV��FKDSWHU����LQGLFDWH�WKDW�
PDUNHWV�FRXOG�DFFRPPRGDWH�DERXW�D����SHUFHQW�H[SDQVLRQ�
LQ�KDUYHVWLQJ�E\������DW�FXUUHQW�OHYHOV�RI�IRUHVW�SURGXFWLYLW\�
DQG�D����SHUFHQW�H[SDQVLRQ�ZLWK�PRGHUDWH�IRUHVW�SURGXFWLYLW\�
JURZWK�DVVXPSWLRQV��+RZHYHU��IRUHFDVWV�RI�ZRRG�XVH�IRU�
ELRHQHUJ\�OLQNHG�WR�8�6��'HSDUWPHQW�RI�(QHUJ\�SURMHFWLRQV�
VXJJHVWV�D�����WR�����SHUFHQW�H[SDQVLRQ�RI�KDUYHVWLQJ�OHYHOV�
RYHU�FXUUHQW�OHYHOV�E\�������FKDSWHU������(VSHFLDOO\�DW�WKH�

KLJKHU�OHYHOV��WKLV�ZRXOG�OLNHO\�UHVXOW�LQ�VRPH�VWUXFWXUDO�
FKDQJHV�IRU�WLPEHU�JURZLQJ�DQG�ZRRG�XWLOL]DWLRQ��

%\�WKHLU�QDWXUH��VWUXFWXUDO�FKDQJHV�LQ�D�PDUNHW�DUH�GLI¿FXOW�
WR�SUHGLFW��PRVWO\�EHFDXVH�WKH\�GHSHQG�RQ�P\ULDG�IDFWRUV�
WKDW�LQÀXHQFH�FKRLFHV�E\�ODQGRZQHUV�DQG�SURGXFHUV��2XU�
IRUHFDVWV�LQGLFDWH�WKDW�ELRHQHUJ\�XVHV�ZRXOG�VWURQJO\�IDYRU�
VRIWZRRG�SXOSZRRG��DQG�WKLV�ZRXOG�SURYLGH�VWURQJ�LQFHQWLYH�
IRU�H[SDQGLQJ�WKH�DUHD�RI�SODQWHG�SLQH�LQ�WKH�6RXWK��¿J�������
8QGHU�VWURQJ�GHPDQG�IRUHFDVWV��SODQWHG�SLQH�FRXOG�H[SDQG�
E\�DV�PXFK�DV����PLOOLRQ�DFUHV��IURP����PLOOLRQ�DFUHV�LQ������
WR�DERXW����PLOOLRQ�DFUHV�LQ�������RU�IURP����WR����SHUFHQW�
RI�WKH�UHJLRQ¶V�IRUHVWV��FKDSWHU�����DQ�H[SDQVLRQ�WKDW�PRVWO\�
ZRXOG�FRPH�IURP�FRQYHUVLRQV�RI�QDWXUDO�SLQH�IRUHVWV�DIWHU�
KDUYHVWLQJ��$GGLWLRQDOO\��SULFH�LQFHQWLYHV�ZRXOG�OLNHO\�OHDG�
WR�KLJKHU�UDWHV�RI�SURGXFWLYLW\�JURZWK�DV�ODQGRZQHUV�LQYHVW�
LQ�PRUH�LQWHQVLYH�PDQDJHPHQW��&RQVHUYDWLYH�HVWLPDWHV�RI�
JURZWK�SRWHQWLDO�LQGLFDWH�D�FDSDFLW\�WR�VXEVWDQWLDOO\�LQFUHDVH�
WKH�WRWDO�RXWSXW�RI�VRIWZRRG�SURGXFWV��FKDSWHUV���DQG����²
HQRXJK�WR�DFFRPPRGDWH�WKH�ELRHQHUJ\�IRUHFDVWV�

2WKHU�OHVV�FHUWDLQ�VWUXFWXUDO�FKDQJHV�DOVR�QHHG�WR�EH�FRQVLGHUHG��
2QH�LV�KRZ�HQHUJ\�SURGXFHUV�ZRXOG�UHVSRQG�LI�WLPEHU�VFDUFLW\�
LQFUHDVHG��SHUKDSV�E\�WXUQLQJ�DZD\�IURP�ZRRG�DQG�VXEVWLWXWLQJ�
VZLWFKJUDVV�RU�RWKHU�FHOOXORVLF�IHHGVWRFNV��$GGLWLRQDOO\��
DJULFXOWXUDO�ODQG�FRXOG�EH�FRQYHUWHG�WR�VKRUW�URWDWLRQ�ZRRG\�
FURSV�XVLQJ�VXFK�VSHFLHV�DV�FRWWRQZRRG��3RSXOXV�GHOWRLGHV���
QRQ�QDWLYH�SRSODUV��3RSXOXV�VSS����HXFDO\SWV��(XFDO\SWXV�VSS����RU�
RWKHU�IDVW�JURZLQJ�VSHFLHV��

$�����WR�����SHUFHQW�LQFUHDVH�LQ�KDUYHVWLQJ�ZRXOG�OHDG�
WR�LPSRUWDQW�FKDQJHV�LQ�VRXWKHUQ�IRUHVWV��2XU�DQDO\VLV�RI�
ELRHQHUJ\�IXWXUHV��FKDSWHU�����LQGLFDWHV�WKDW�VDWLVI\LQJ�
WKH�KLJKHVW�OHYHO�RI�SUHGLFWHG�SRWHQWLDO�GHPDQG�IRU�ZRRG\�
ELRPDVV�ZRXOG�UHTXLUH�D�FRPELQDWLRQ�RI�SODQWDWLRQ�JURZWK��
SURGXFWLYLW\�HQKDQFHPHQW��DQG�VKRUW�URWDWLRQ�ZRRG\�FURSV�
RQ�DJULFXOWXUDO�ODQGV��+DUYHVWLQJ�DQG�PDQDJHPHQW�DW�WKLV�
OHYHO�FRXOG�DFFHOHUDWH�ZLOGOLIH�KDELWDW�ORVVHV��FKDSWHU�����DQG�
H[DFHUEDWH�ZDWHU�VWUHVV��FKDSWHU������7KH�IRFXV�RQ�VRIWZRRG�
SXOSZRRG�IRU�ELRHQHUJ\�XVHV�PHDQV�WKDW�PRVW�RI�WKHVH�
KDUYHVWV�DQG�WKHLU�LPSDFWV�ZRXOG�EH�FRQFHQWUDWHG�LQ�WKH�
&RDVWDO�3ODLQ��7KH�SRWHQWLDO�IRU�VWUXFWXUDO�FKDQJHV�DQG�IRU�
FKDQJHV�LQ�D�YDULHW\�RI�HFRV\VWHP�VHUYLFHV�LQGLFDWHV�QHHGV�IRU�
PRQLWRULQJ�DQG�FDUHIXO�PDQDJHPHQW�SODQQLQJ�DV�WKLV�VHFWRU�
GHYHORSV�LQ�WKH�6RXWK��FKDSWHU�����

7KH�IXWXUH�RI�GHPDQG�LV�QRW�WKH�RQO\�ELRHQHUJ\�XQFHUWDLQW\��
(QHUJ\�IRUHFDVWV�DUH�EDVHG�RQ�XQFHUWDLQ�SULFH�IXWXUHV�IRU�IRVVLO�
IXHOV��DQG�WKH\�DQWLFLSDWH�GHYHORSPHQWV�RI�QHZ�WHFKQRORJLHV�
HYHQ�WKRXJK�WKH�XVH�RI�FHOOXORVH�LQ�WUDQVSRUWDWLRQ�IXHOV�LV�QRW�
\HW�FRPPHUFLDOO\�YLDEOH��,Q�DGGLWLRQ��PDQ\�IRUHFDVWV�DVVXPH�
WKH�H[WHQVLRQ�RI�FXUUHQW�SROLF\�DQG�WKH�LPSOHPHQWDWLRQ�RI�
IXWXUH�SROLF\��FOHDUO\�DQ�XQNQRZQ�WUDMHFWRU\�

)LJXUH���²:RRG\�ELRPDVV�GHPDQG�IRU�HQHUJ\�LQ�WKH�6RXWK�XQGHU�ORZ���
PHGLXP���DQG�KLJK�FRQVXPSWLRQ�VFHQDULRV��ZLWK�GHPDQG�IURP�WUDGLWLRQDO�
IRUHVW�LQGXVWU\�DQG�DYDLODELOLW\�IURP�XUEDQ�ZRRG�ZDVWH������±���
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%LRHQHUJ\�0DUNHWV��)LQGLQJV�IURP�&KDSWHU���

��+DUYHVWLQJ�ZRRG\�ELRPDVV�IRU�XVH�DV�ELRHQHUJ\�LV�IRUHFDVWHG�WR�UDQJH�IURP�����PLOOLRQ�WR�����PLOOLRQ�JUHHQ�WRQV�E\�������DQ�
LQFUHDVH�RI����WR�����SHUFHQW�RYHU�FXUUHQW�OHYHOV�
��&RQVXPSWLRQ�IRUHFDVWV�IRU�IRUHVW�ELRPDVV�EDVHG�HQHUJ\��ZKLFK�DUH�EDVHG�RQ�(QHUJ\�,QIRUPDWLRQ�$GPLQLVWUDWLRQ�
SURMHFWLRQV��KDYH�D�KLJK�OHYHO�RI�XQFHUWDLQW\�JLYHQ�WKH�LQWHUSOD\�EHWZHHQ�SXEOLF�SROLFLHV�DQG�WKH�VXSSO\�DQG�LQYHVWPHQW�
GHFLVLRQV�RI�IRUHVW�ODQGRZQHUV�
��,W�LV�XQOLNHO\�WKDW�WKH�ELRPDVV�UHTXLUHPHQW�IRU�HQHUJ\�ZRXOG�EH�PHW�WKURXJK�KDUYHVW�UHVLGXHV�DQG�XUEDQ�ZRRG�ZDVWH�DORQH��
$V�FRQVXPSWLRQ�LQFUHDVHV��KDUYHVWHG�WLPEHU��HVSHFLDOO\�SLQH�SXOSZRRG��ZRXOG�TXLFNO\�EHFRPH�WKH�SUHIHUUHG�IHHGVWRFN��
��7KH�HPHUJHQFH�RI�D�QHZ�ZRRG\�ELRPDVV�EDVHG�HQHUJ\�PDUNHW�ZRXOG�SRWHQWLDOO\�OHDG�WR�SULFH�LQFUHDVHV�IRU�PHUFKDQWDEOH�
WLPEHU��UHVXOWLQJ�LQ�LQFUHDVHG�UHWXUQV�IRU�IRUHVW�ODQGRZQHUV�
��:KLOH�ZRRG\�ELRPDVV�KDUYHVW�LV�H[SHFWHG�WR�LQFUHDVH�ZLWK�KLJKHU�SULFHV��IRUHVW�LQYHQWRULHV�ZRXOG�QRW�QHFHVVDULO\�GHFOLQH�
EHFDXVH�RI�LQFUHDVHG�SODQWDWLRQV�RI�IDVW�JURZLQJ�VSHFLHV��DIIRUHVWDWLRQ�RI�DJULFXOWXUDO�RU�SDVWXUHODQGV��DQG�LQWHQVLYH�
PDQDJHPHQW�RI�IRUHVW�ODQG��
��%HFDXVH�LW�ZRXOG�DOORZ�PRUH�RXWSXW�SHU�DFUH�RI�IRUHVW�ODQG�DQG�GDPSHQ�SRWHQWLDO�SULFH�LQFUHDVHV��IRUHVW�SURGXFWLYLW\�LV�D�
NH\�YDULDEOH�LQ�PDUNHW�IXWXUHV��
��7KH�LPSDFWV�WKDW�LQFUHDVHG�XVH�RI�ZRRG\�ELRPDVV�IRU�HQHUJ\�ZRXOG�KDYH�RQ�WKH�IRUHVW�SURGXFWV�LQGXVWU\�FRXOG�EH�
PLWLJDWHG�E\�LPSURYHG�SURGXFWLYLW\�WKURXJK�IRUHVW�PDQDJHPHQW�DQG�RU�E\�LQFUHDVHG�RXWSXW�IURP�FXUUHQWO\�XQPDQDJHG�
IRUHVWV��
��3ULFH�YRODWLOLW\�DVVRFLDWHG�ZLWK�LQFUHDVHG�XVH�RI�ZRRG\�ELRPDVV�IRU�HQHUJ\�LV�H[SHFWHG�WR�EH�KLJKHU�IRU�SXOSZRRG�WKDQ�IRU�
VDZWLPEHU�
��7KH�LPSDFWV�RI�ZRRG�EDVHG�HQHUJ\�PDUNHWV�WHQG�WR�EH�ORZHU�IRU�VDZWLPEHU�LQGXVWULHV��DOWKRXJK�PDUNHWV�IRU�DOO�SURGXFWV�
ZRXOG�EH�DIIHFWHG�DW�WKH�KLJKHVW�OHYHOV�RI�SURMHFWHG�GHPDQG�
��'LIIHUHQW�W\SHV�RI�ZRRG�EDVHG�HQHUJ\�FRQYHUVLRQ�WHFKQRORJLHV�RFFXS\�GLIIHUHQW�SODFHV�RQ�WKH�FRVW�IHDVLELOLW\�VSHFWUXP��
&RPELQHG�KHDW�DQG�SRZHU��FR�¿ULQJ�IRU�HOHFWULFLW\��DQG�SHOOHW�WHFKQRORJLHV�DUH�FRPPHUFLDOO\�YLDEOH�DQG�KDYH�JRRG�
SURVSHFWV�LQ�WKH�IXWXUH��%LRFKHPLFDO�DQG�WKHUPRFKHPLFDO�WHFKQRORJLHV�XVHG�WR�SURGXFH�OLTXLG�IXHOV�IURP�ZRRG\�ELRPDVV�
DUH�QRW�\HW�FRPPHUFLDOO\�YLDEOH�
��&XUUHQW�UHVHDUFK�GRHV�QRW�VXJJHVW�ZKLFK�ZRRG\�VSHFLHV�DQG�ZKDW�WUDLWV�ZRXOG�OLNHO\�EH�PRVW�VXFFHVVIXO�IRU�HQHUJ\�
SURGXFWLRQ��7KH�IXWXUH�RI�FRQYHUVLRQ�WHFKQRORJLHV�LV�XQFHUWDLQ�
��,Q�WKH�DEVHQFH�RI�JRYHUQPHQW�VXSSRUW��UHVHDUFK��SLORW�SURMHFWV��DQG�LQFHQWLYHV�IRU�SURGXFWLRQ�DQG�FRPPHUFLDOL]DWLRQ�RI�
ZRRG\�ELRHQHUJ\�PDUNHWV�DUH�XQOLNHO\�WR�GHYHORS��
��)RUHFDVWHG�OHYHOV�RI�ZRRG\�ELRPDVV�KDUYHVWV�FRXOG�OHDG�WR�D�UHGXFWLRQ�RI�VWDQG�SURGXFWLYLW\��GHWHULRUDWLRQ�RI�ELRGLYHUVLW\��
GHSOHWLRQ�RI�VRLO�IHUWLOLW\��DQG�D�GHFOLQH�LQ�ZDWHU�TXDOLW\��
��$OWKRXJK�UHVHDUFK�SURYLGHV�VRPH�JXLGHOLQHV�IRU�WKH�GHVLJQ�RI�PDQDJHPHQW�WR�SURWHFW�YDULRXV�IRUHVW�HFRV\VWHP�VHUYLFHV��
IRUHVW�VXVWDLQDELOLW\�EHQFKPDUNV�IRU�ELRHQHUJ\�DUH�QRW�ZHOO�GH¿QHG�DQG�H[LVWLQJ�FHUWL¿FDWLRQ�V\VWHPV�KDYH�IHZ�UHOHYDQW�
VWDQGDUGV�
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)LJXUH���²)RUHFDVWHG�IRUHVW�DUHD�E\�IRUHVW�PDQDJHPHQW�W\SH������±����IRU��$��&RUQHUVWRQH�(��ZKLFK�LV�FKDUDFWHUL]HG�E\�KLJK�XUEDQL]DWLRQ��KLJK�WLPEHU�SULFHV��
DQG�KLJKHU�SODQWLQJ�UDWHV��DQG��%��&RUQHUVWRQH�)��ZKLFK�LV�FKDUDFWHUL]HG�E\�ORZ�XUEDQL]DWLRQ��ORZ�WLPEHU�SULFHV��DQG�ORZHU�SODQWLQJ�UDWHV��
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���$�FRPELQDWLRQ�RI�IDFWRUV�KDV�WKH�
SRWHQWLDO�WR�GHFUHDVH�ZDWHU�DYDLODELOLW\�DQG�
GHJUDGH�TXDOLW\��)RUHVW�FRQVHUYDWLRQ�DQG�
PDQDJHPHQW�FDQ�KHOS�WR�PLWLJDWH�WKHVH�
HIIHFWV�

7KH�LQWHUDFWLQJ�HIIHFWV�RI�FOLPDWH�FKDQJH��SRSXODWLRQ�
JURZWK��LQWHQVLYH�IRUHVW�PDQDJHPHQW�SUDFWLFHV��DQG�
ODQG�XVH�FKDQJH�DUH�H[SHFWHG�WR�LQFUHDVH�ZDWHU�VWUHVV�LQ�
VHYHUDO�DUHDV�RI�WKH�6RXWK��,QFUHDVHV�LQ�ZDWHU�GHPDQG�
IURP�H[SDQGLQJ�SRSXODWLRQV�DQG�GHFUHDVHG�VXSSO\�FRXSOHG�
ZLWK�FKDQJHV�LQ�ODQG�XVH�DQG�FOLPDWH�FRXOG�UHVXOW�LQ�PRUH�
IUHTXHQW�ZDWHU�VKRUWDJHV�DQG�GHJUDGHG�ZDWHU�TXDOLW\�LQ�
DIIHFWHG�ZDWHUVKHGV��&HUWDLQ�HOHPHQWV�RI�RXU�IRUHFDVWV�
DUH�XQFHUWDLQ��HVSHFLDOO\�IXWXUH�SUHFLSLWDWLRQ��EXW�WKH�IXOO�
UDQJH�RI�IRUHFDVWV�UDLVHV�FRQFHUQV�DERXW�ZDWHU�LQ�WKH�6RXWK�
DQG�VWUHQJWKHQV�WKH�OLQN�EHWZHHQ�IRUHVWV�DQG�WKH�IXWXUH�
DYDLODELOLW\�DQG�TXDOLW\�RI�ZDWHU�

7KH�FRQYHUVLRQ�RI�IRUHVWV�WR�XUEDQ�XVHV�KDV�SDUWLFXODUO\�
VLJQL¿FDQW�LPSDFWV�RQ�ZDWHU�ÀRZ�DQG�DYDLODELOLW\��,W�LQFUHDVHV�
LPSHUYLRXV�VXUIDFH�DQG�GHFUHDVHV�LQ¿OWUDWLRQ�RI�UDLQIDOO��
ZKLFK�LQ�WXUQ�LQFUHDVHV�WKH�DPRXQW�DQG�FKDQJHV�WKH�WLPLQJ�
RI�UXQRII��$V�D�UHVXOW��VWRUPV�JHQHUDWH�ODUJHU�SHDN�ÀRZV�DQG�
UHDFK�WKHP�PRUH�TXLFNO\��7KH�VORZ�UHOHDVH�RI�ZDWHU�FRPPRQ�

LQ�IRUHVWHG�ZDWHUVKHGV�LV�VKRUW�FLUFXLWHG��H[DFHUEDWLQJ�ORZ�
ÀRZV�EHWZHHQ�VWRUPV�DQG�LQWHUIHULQJ�ZLWK�JURXQGZDWHU�
UHFKDUJH��7KRXJK�WLPEHU�KDUYHVWLQJ�FDQ�FRQWULEXWH�WR�
WKHVH�FRQGLWLRQV��LI�WKH�VFDOH�RI�KDUYHVWLQJ�LV�ODUJH�UHODWLYH�
WR�ZDWHUVKHG�VL]H��WKHVH�HIIHFWV�DUH�PXFK�PRUH�OLPLWHG�LQ�
PDJQLWXGH�DQG�GXUDWLRQ��

8UEDQL]DWLRQ�LV�IRUHFDVWHG�WR�EH�IRFXVHG�LQ�FHUWDLQ�SDUWV�RI�
WKH�6RXWK��HVSHFLDOO\�WKH�3LHGPRQW��FRDVWDO�DUHDV��DQG�SDUWV�RI�
WKH�$SSDODFKLDQV��,QFUHDVHG�XUEDQ�ODQG�XVH�IRUHFDVWHG�IRU�WKH�
$SSDODFKLDQV�DQG�3LHGPRQW�FRXOG�KDYH�IDU�UHDFKLQJ�HIIHFWV��
ZLWK�K\GURORJLF�DQG�ZDWHU�TXDOLW\�LPSDFWV�DFFXPXODWLQJ�DQG�
H[DFHUEDWLQJ�VLPLODU�HIIHFWV�LQ�GRZQVWUHDP�&RDVWDO�3ODLQ�
ZDWHUVKHGV��¿J�������

7KH�LPSDFWV�RI�UHGXFHG�VKDOORZ�JURXQG�ZDWHU�UHFKDUJH�PD\�
EH�HVSHFLDOO\�LPSRUWDQW�LQ�VPDOO�&RDVWDO�3ODLQ�ZDWHUVKHGV��
,W�LV�LQ�WKHVH�DUHDV�ZKHUH�LQWHQVLYH�IRUHVW�PDQDJHPHQW�LV�
PRVW�FRPPRQO\�SUDFWLFHG²DQG�ZKHUH�SODQWHG�SLQH�LV�PRVW�
FRQFHQWUDWHG��)RUHFDVWHG�LQWHQVL¿FDWLRQ�RI�IRUHVW�PDQDJHPHQW�
ZRXOG�LQFUHDVH�HYDSRWUDQVSLUDWLRQ�DQG�UHGXFH�WKH�DPRXQW�RI�
ZDWHU�DYDLODEOH�IRU�VWUHDPÀRZ��7KH�LQWHQVLW\�RI�WKHVH�HIIHFWV�
GHSHQGV�RQ�D�QXPEHU�RI�YDULDEOHV��LQFOXGLQJ�WUHH�VSHFLHV��OHYHO�
RI�SODQWLQJ�DQG�VLOYLFXOWXUDO�WUHDWPHQWV��DQG�SHUFHQWDJH�RI�
ZDWHUVKHG�DIIHFWHG�

)LJXUH���²3URMHFWHG�LQFUHDVHV��VKRZQ�DV�SHUFHQWDJH�RI�FKDQJH��LQ�XUEDQ�FRYHU�LQ�WKUHH�PDMRU�ULYHU�EDVLQV�RI�WKH�6RXWKHUQ�8QLWHG�6WDWHV��
IURP������WR������XQGHU�&RUQHUVWRQH�)XWXUH�$��KLJK�SRSXODWLRQ�LQFRPH�JURZWK�ZLWK�LQFUHDVLQJ�WLPEHU�SULFHV��

��²����
����²����
����²�����
!�����

3HUFHQW�FKDQJH�LQ�XUEDQ�FRYHU
IRU�VHOHFU�ULYHU�EDVLQV������²�����

5RDQRNH

6DQWHH

$OWDPDKD
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,Q�DGGLWLRQ��FRDVWDO�ZDWHUVKHGV�FRXOG�EH�IXUWKHU�DIIHFWHG�
E\�IRUHFDVWHG�VHD�OHYHO�ULVH�RQ�DERXW�������PLOHV�RI�KLJKO\�
YXOQHUDEOH�VRXWKHUQ�FRDVWOLQH��6DOWZDWHU�LQWUXVLRQ�RI�
JURXQGZDWHU�DQG�LQFUHDVHG�VDOLQLW\�RI�QHDU�FRDVW�ZDWHUV�DUH�
WKH�OLNHO\�GLUHFW�UHVXOWV�RI�VHD�OHYHO�ULVH��ZLWK�FDVFDGLQJ�HIIHFWV�
RQ�DVVRFLDWHG�IRUHVWV�DQG�ZLOGOLIH�KDELWDW�

2Q�DYHUDJH��ZDWHU�VXSSO\�PRGHO�SURMHFWLRQV�IRU�WKH�6RXWK�
LQGLFDWH�WKDW�E\������WKH�FRPELQDWLRQ�RI�SRSXODWLRQ�JURZWK�
DQG�ODQG�XVH�FKDQJH�ZLOO�LQFUHDVH�ZDWHU�VWUHVV�E\����SHUFHQW��
EXW�WKDW�HIIHFWV�ZLOO�YDU\�DFURVV�WKH�UHJLRQ��¿JV�����DQG������
)RUHFDVWV�RI�IXWXUH�ZDWHU�VWUHVV�DOVR�YDU\�DFURVV�FOLPDWH�
IRUHFDVWV��IRU�H[DPSOH��ZLWK�&RUQHUVWRQH�$�\LHOGLQJ�VWURQJO\�
HOHYDWHG�OHYHOV�RI�ZDWHU�VXSSO\�VWUHVV�DFURVV�PXFK�RI�WKH�6RXWK�
�¿J�������+RW�VSRWV�IRU�IXWXUH�ZDWHU�VWUHVV�LQFOXGH�PXFK�RI�
2NODKRPD��FHQWUDO�WR�HDVWHUQ�7H[DV��VRXWKHUQ�)ORULGD��DQG�
PDQ\�ZDWHUVKHGV�DORQJ�WKH�*XOI�RI�0H[LFR�

$OWKRXJK�VRPHZKDW�LQÀXHQFHG�E\�QDWXUDO�JHRJUDSKLF�
SURFHVVHV�DQG�SDVW�ODQG�XVH��ZDWHU�TXDOLW\�LQ�XUEDQL]LQJ�
ZDWHUVKHGV�ZLOO�DOVR�EH�DIIHFWHG�E\�ZKDW�KDSSHQV�WR�IRUHVWV�
ZLWKLQ�WKHP��+LJK�UDWHV�RI�IRUHVW�ORVVHV�IURP�FRQYHUVLRQ�WR�
GHYHORSHG�XVHV�FDQ�EH�H[SHFWHG�WR�GHJUDGH�ZDWHU�TXDOLW\��
ZLWK�ZDWHU�ERUQH�SROOXWLRQ�IURP�WKH�QHZ�ODQG�XVHV�SRWHQWLDOO\�
DIIHFWLQJ�KXPDQ�KHDOWK��7KH�ORVV�RI�EXIIHULQJ�RU�¿OWHULQJ�
SURYLGHG�E\�ULSDULDQ�DQG�ÀRRGSODLQ�IRUHVWV�LV�HVSHFLDOO\�
LPSRUWDQW��,PSDFWV�RQ�ZDWHU�TXDOLW\�EHJLQ�DW�UHODWLYHO\�
ORZ�OHYHOV�RI�LPSHUYLRXVQHVV�LQ�D�ZDWHUVKHG�DQG�LQFUHDVH�
UDSLGO\�DV�LPSHUYLRXVQHVV�LQFUHDVHV��6NLOOIXO�PDQDJHPHQW�
DQG�UHWHQWLRQ�RI�IRUHVW�FRYHU�LQ�WKH�GHYHORSPHQW�SURFHVV�FDQ�
PLWLJDWH�VRPH�RI�WKHVH�QHJDWLYH�HIIHFWV�

)LJXUH���²$YHUDJH�PRQWKO\�ZDWHU�VXSSO\�VWUHVV��GH¿QHG�E\�WKH�:DWHU�
6XSSO\�6WUHVV�,QGH[�RU�:D66,�DQG�FDOFXODWHG�E\�GLYLGLQJ�ZDWHU�VXSSO\�LQWR�
ZDWHU�GHPDQG��DPRQJ�DOO�1DWXUDO�5HVRXUFH�&RQVHUYDWLRQ�6HUYLFH�:DWHUVKHG�
%RXQGDU\�'DWDVHW�+\GURORJLF�8QLW�&RGH�ZDWHUVKHGV��+8&V��LQ�WKH�6RXWK�
XQGHU�KLVWRULF�DQG�IRXU�IXWXUH�FOLPDWH�VFHQDULRV�

� �

)LJXUH���²3URMHFWHG�DYHUDJH�ULYHU�ÀRZV�DPRQJ�WKH�����1DWXUDO�5HVRXUFHV�
&RQVHUYDWLRQ�6HUYLFH�:DWHUVKHG�%RXQGDU\�'DWDVHW���GLJLW�+\GURORJLF�8QLW�
&RGH�ZDWHUVKHGV��+8&V��LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV�6RXWK�XQGHU�IRXU�
IXWXUH�FOLPDWH�VFHQDULRV�
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� �
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� �
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)LJXUH���²3HUFHQW�FKDQJH�LQ�ZDWHU�VXSSO\�VWUHVV�GXH�WR�FOLPDWH�FKDQJH��GH¿QHG�E\�WKH�:DWHU�6XSSO\�6WUHVV�,QGH[��:D66,��DQG�FDOFXODWHG�E\�GLYLGLQJ�ZDWHU�
VXSSO\�LQWR�ZDWHU�GHPDQG��E\������XQGHU�IRXU�&RUQHUVWRQH�)XWXUHV�

�����

����WR����

����WR���

���WR����

����WR����

3HUFHQW�FKDQJH�LQ�:D66,

!���

)RUHVWV�DQG�:DWHU��)LQGLQJV�IURP�&KDSWHU���

��)RUHVW�FRQYHUVLRQ�WR�DJULFXOWXUH�RU�XUEDQ�XVH�FRQVLVWHQWO\�LQFUHDVHV�GLVFKDUJH��SHDN�ÀRZ��DQG�YHORFLW\�RI�VWUHDPV��
6XEUHJLRQDO�GLIIHUHQFHV�LQ�K\GURORJLF�UHVSRQVHV�WR�XUEDQL]DWLRQ�DUH�VXEVWDQWLDO��
��6HGLPHQW��KDUPIXO�FKHPLFDOV��SDWKRJHQV��DQG�RWKHU�VXEVWDQFHV�RIWHQ�EHFRPH�PRUH�FRQFHQWUDWHG�DIWHU�IRUHVW�FRQYHUVLRQ��
,I�WKH�FRQYHUVLRQ�LV�WR�DQ�XUEDQ�XVH��WKH�UHVXOWLQJ�DGGLWLRQDO�LQFUHDVHV�LQ�GLVFKDUJH�DQG�FRQFHQWUDWLRQV�ZLOO�SURGXFH�HYHQ�
KLJKHU�ORDGV��
��$OWKRXJK�SK\VLRJUDSKLF�FKDUDFWHULVWLFV�VXFK�DV�VORSH�DQG�VRLO�WH[WXUH�SOD\�NH\�UROHV�LQ�K\GURORJLF�DQG�VHGLPHQW�UHVSRQVHV�
WR�ODQG�XVH�FRQYHUVLRQ��ODQG�XVH��UDWKHU�WKDQ�QDWXUDO�JHRJUDSKLF�SURFHVVHV��LV�WKH�SULPDU\�GULYHU�RI�ZDWHU�FKHPLVWU\�
UHVSRQVHV��
��&RQYHUVLRQ�RI�IRUHVW�ODQG�WR�XUEDQ�XVHV�PD\�GHFUHDVH�WKH�VXSSO\�RI�ZDWHU�DYDLODEOH�IRU�KXPDQ�FRQVXPSWLRQ�DQG�LQFUHDVH�
SRWHQWLDO�WKUHDWV�WR�KXPDQ�KHDOWK��
��,QFUHDVHV�LQ�XUEDQL]DWLRQ�E\������LQ�WKH�$SSDODFKLDQV��3LHGPRQW��DQG�&RDVWDO�3ODLQ�ZRXOG�LQFUHDVH�LPSHUYLRXVQHVV�DQG�
ZRXOG�IXUWKHU�UHGXFH�K\GURORJLF�VWDELOLW\�DQG�ZDWHU�TXDOLW\�LQ�WKH�KHDGZDWHUV�RI�VHYHUDO�PDMRU�ULYHU�EDVLQV�DQG�LQ�VPDOO�
ZDWHUVKHGV�DORQJ�WKH�$WODQWLF�2FHDQ�DQG�*XOI�RI�0H[LFR��
��2Q�DYHUDJH��ZDWHU�VXSSO\�PRGHO�SURMHFWLRQV�IRU�WKH�6RXWK�LQGLFDWH�WKDW�E\������WKH�FRPELQDWLRQ�RI�SRSXODWLRQ�JURZWK�DQG�
ODQG�XVH�FKDQJH�ZLOO�LQFUHDVH�ZDWHU�VWUHVV�E\����SHUFHQW��
��:DWHU�VWUHVV�ZLOO�OLNHO\�LQFUHDVH�VLJQL¿FDQWO\�E\������XQGHU�DOO�FOLPDWH�FKDQJH�SURMHFWLRQV��ODUJHO\�EHFDXVH�KLJKHU�
WHPSHUDWXUHV�ZRXOG�UHVXOW�LQ�PRUH�ZDWHU�ORVV�E\�HYDSRWUDQVSLUDWLRQ�EXW�DOVR�EHFDXVH�SUHFLSLWDWLRQ�ZRXOG�GHFUHDVH�LQ�VRPH�
DUHDV��
��$SSUR[LPDWHO\�������PLOHV�RI�VRXWKHUQ�FRDVWOLQH�DUH�KLJKO\�YXOQHUDEOH�WR�VHD�OHYHO�ULVH�
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���,QYDVLYH�VSHFLHV�FUHDWH�D�JUHDW�EXW�
XQFHUWDLQ�SRWHQWLDO�IRU�HFRORJLFDO�FKDQJHV�
DQG�HFRQRPLF�ORVV�

7KUHDWV�IURP�D�QXPEHU�RI�NH\�LQYDVLYH�LQVHFWV�DQG�GLVHDVHV�
KDYH�JURZQ�VXEVWDQWLDOO\�RYHU�WKH�SDVW����\HDUV��SRUWHQGLQJ�
H[WHQVLYH�ORVVHV�IRU�VHYHUDO�WUHH�VSHFLHV�LQ�WKH�6RXWK��
1RQQDWLYH�LQYDVLYH�SODQWV�DUH�D�OHVV�GUDPDWLF�EXW�SHUKDSV�
PRUH�LQVLGLRXV�DQG�SHUYDVLYH�IRUFH�RI�FKDQJH��ZLWK�RQH�RU�
PRUH�QRQQDWLYH�LQYDVLYH�SODQWV�LQIHVWLQJ�DERXW����PLOOLRQ�
DFUHV�RU���SHUFHQW�RI�WKH�UHJLRQ¶V�IRUHVWV��FKDSWHU������&OLPDWH�
FKDQJH�FRXOG�HQFRXUDJH�VSUHDG�DQG�VSUHDG�G\QDPLFV�IRU�
NQRZQ�LQYDGHUV��LQFUHDVLQJ�WKH�DUHD�RI�LQIHVWDWLRQ�WR�DERXW����
PLOOLRQ�DFUHV�RYHU�WKH�QH[W����\HDUV��-DSDQHVH�KRQH\VXFNOH�
�/RQLFHUD�MDSRQLFD��DORQH�LV�SURMHFWHG�WR�RFFXS\������PLOOLRQ�
DFUHV��+RZHYHU��SURMHFWLRQV�RI�VSUHDG�G\QDPLFV�DUH�KLJKO\�
YDULDEOH�DFURVV�WKH�FOLPDWH�SURMHFWLRQV��FKDSWHU������6XLWDEOH�
EXW�DV�\HW�XQRFFXSLHG�KDELWDWV�DUH�PXFK�PRUH�H[WHQVLYH�WKDQ�
RFFXSLHG�RQHV�IRU�PRVW�QRQQDWLYH�SODQWV�

$PRQJ�WKH�LPSRUWDQW�LQYDVLYH�LQVHFWV��GLVHDVHV��DQG�SHVW�
FRPSOH[HV��VHYHUDO�DUH�OLNHO\�WR�KDYH�VHYHUH�LPSDFWV�RQ�WUHH�
VSHFLHV��FKDSWHU������/DXUHO�ZLOW��5DIIDHOHD�ODXULFROD��LV�
GHFLPDWLQJ�WKH�UHGED\��3HUVHD�ERXUERQLV��SRSXODWLRQ�RI�WKH�
VRXWKHUQ�&RDVWDO�3ODQ�DQG�VSUHDGLQJ�UDSLGO\�WKURXJK�LWV�KRVW�
UDQJH��¿J�������+HPORFN�ZRROO\�DGHOJLG��$GHOJHV�WVXJDH��ZLOO�
OLNHO\�NLOO�PRVW�VRXWKHUQ�KHPORFNV�RYHU�WKH�QH[W����\HDUV��¿J��������

(PHUDOG�DVK�ERUHU��$JULOXV�SODQLSHQQLV��ZLOO�OLNHO\�NLOO�PXFK�
RI�WKH�JUHHQ�DVK�ZLWK�HVSHFLDOO\�KLJK�OHYHOV�RI�PRUWDOLW\�LQ�
WKH�0LVVLVVLSSL�$OOXYLDO�9DOOH\��%XWWHUQXW�FDQNHU��6LURFRFFXV�
FODYLJLJQHQWL�MXJODQGDFHDUDP��LV�HOLPLQDWLQJ�WKH�EXWWHUQXW�
�-XJODQV�FLQHUHD�/���SRSXODWLRQ²ODUJHO\�IRXQG�LQ�WKH�
$SSDODFKLDQ�&XPEHUODQG�KLJKODQGV��6XGGHQ�RDN�GHDWK�
�3K\WRSKWKRUD�UDPRUXP���FXUUHQWO\�VWULNLQJ�WKH�IRUHVWV�RI�
&DOLIRUQLD�DQG�2UHJRQ��LV�H[SHFWHG�WR�JDLQ�D�IRRWKROG�LQ�
HDVWHUQ�RDN�IRUHVWV��¿J�������

7KH�HIIHFWV�RI�FOLPDWH�FKDQJH�RQ�WKHVH�SHVWV�DUH�ODUJHO\�
XQFOHDU��H[FHSW�WR�WKH�H[WHQW�WKDW�WKHLU�KRVW�UDQJHV�PD\�VKLIW��
,Q�WKH�SURFHVV��FKDQJHV�LQ�VSHFLHV�PL[HV�ZRXOG�KDYH�XQFHUWDLQ�
FRQVHTXHQFHV�IRU�LQYDVLYHV��&OLPDWH�FKDQJH�FRXOG�IXUWKHU�
VWUHVV�UHPQDQW�SRSXODWLRQV�VXFK�DV�UHG�VSUXFH��3LFHD�UXEHQV��
DW�KLJK�HOHYDWLRQV�DQG�H[DFHUEDWH�SHVW�G\QDPLFV�LQ�WKHVH�
HFRV\VWHPV��LQFUHDVLQJ�LQIHVWDWLRQV�RI�EDOVDP�ZRROO\�DGHOJLG�
�$GHOJHV�SLFHDH��DQG�EXWWHUQXW�FDQNHU�

2I�WKH�����SOXV�UHFRJQL]HG�QRQQDWLYH�SODQWV�LQ�VRXWKHUQ�IRUHVWV�
DQG�JUDVVODQGV�����DUH�UDWHG�KLJK�WR�PHGLXP�ULVN�IRU�QDWXUDO�
FRPPXQLWLHV��DQG����DUH�LGHQWL¿HG�DV�WKUHDWV�WR�WKH�FRQVHUYDWLRQ�
RI�QDWLYH�HFRV\VWHPV��FKDSWHU������(VSHFLDOO\�WURXEOHVRPH�DUH�
WDOORZWUHH��7ULDGLFD�VHELIHUD���¿J�������WUHH�RI�KHDYHQ��DQG�
&KLQDEHUU\WUHH��0HOLD�D]HGDUDFK��DPRQJ�WKH�WUHHV��SULYHW�
�/LJXVWUXP�VSS����URVH��5RVD�VSS����DQG�OHVSHGH]D��/HVSHGH]D�
VSS����DPRQJ�WKH�VKUXEV��-DSDQHVH�KRQH\VXFNOH��/RQLFHUD�
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6SUHDG�FRQWRXU

5HGED\�DQG�VDVVDIUDV�

5HGED\�

)LJXUH���²3UREDEOH�VSUHDG�RI�ODXUHO�ZLOW�GLVHDVH��5DIIDHOHD�ODXULFROD��IURP������WR�������EDVHG�RQ�WKH�FXUUHQW�UDWH�RI�VSUHDG�DQG�NQRZQ�GLVWULEXWLRQ�
RI�WKH�UHGED\��3HUVHD�ERXUERQLV��KRVW��.RFK�DQG�6PLWK�������
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(DVWHUQ�KHPORFN�UDQJH��LQ�FRXQW\�

,QIHVWHG�FRXQW\

8QLQIHVWHG�FRXQW\

)LJXUH���²&RXQW\�OHYHO�GLVWULEXWLRQ�RI�HVWDEOLVKHG�KHPORFN�ZRROO\�DGHOJLG��+:$���$GHOJHV�WVXJDH��SRSXODWLRQV��DV�UHSRUWHG�E\�6WDWH�IRUHVW�KHDOWK��
RI¿FLDOV�LQ�������SRSXODWLRQV�DUH�QRW�GLVWULEXWHG�HYHQO\�LQ�LQIHVWHG�FRXQWLHV��6RXUFH��86'$�)RUHVW�6HUYLFH������

5HODWLYH�62'�5LVN���������UHYLVHG�

+LJK

0RGHUDWH

/RZ

)LJXUH���²3UHGLFWHG�FOLPDWLF�VXLWDELOLW\�IRU�HVWDEOLVKLQJ�VXGGHQ�RDN�GHDWK��3K\WRSKWKRUD�UDPRUXP��LQ�WKH�FRQWHUPLQRXV��
8QLWHG�6WDWHV�EDVHG�RQ�DQ�HFRFOLPDWLF�LQGH[�H[FOXGLQJ�HQYLURQPHQWDO�VWUHVVHV��9HQHWWH�DQG�&RKHQ�������
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)LJXUH���²7DOORZWUHH��7ULDGLFD�VHELIHUD���SRWHQWLDO�IRU�RFFXSDWLRQ�LQWR������XQGHU�����VWDWXV�TXR�DVVXPSWLRQ�WKDW�FXUUHQW�WUHQGV�ZLOO�FRQWLQXH���
����PD[LPDO�ZDUPLQJ�DQG�GU\LQJ�FRQGLWLRQV��&RUQHUVWRQHV�$�DQG�(������PRGHUDWH�ZDUPLQJ�DQG�PLQLPDO�GU\LQJ�FRQGLWLRQV��&RUQHUVWRQH�&���
����PLQLPDO�ZDUPLQJ�ZLWK�LQFUHDVHG�UDLQIDOO��&RUQHUVWRQH�%��DQG�����FRROLQJ�DQG�GU\LQJ�FRQGLWLRQV��&RUQHUVWRQHV�'�DQG�)�

^ĐĞŶĂƌŝŽƐ���Θ�&^ĐĞŶĂƌŝŽ��

^ĐĞŶĂƌŝŽ��^ĐĞŶĂƌŝŽƐ���Θ��

�ƵƌƌĞŶƚ�WŽƚĞŶƟĂů

>ŽŐŝƐƟĐ��h�͗�Ϭ͘ϵϬ͕�KŵŝƐƐŝŽŶ�ZĂƚĞ͗�Ϭ͘ϭϭ
DĂǆ�Ŷƚ��h�͗�Ϭ͘ϵϯ͕�KŵŝƐƐŝŽŶ�ZĂƚĞ͗�Ϭ͘Ϭϲ

3RWHQWLDO�RI�,QYDVLRQ

)RUHVWHG�����������������1RQ�)RUHVHWHG
+LJK�SRWHQWLDO

0RGHUDWH�SRWHQWLDO

/RZ�SRWHQWLDO

+LJK�SRWHQWLDO

0RGHUDWH�SRWHQWLDO

/RZ�SRWHQWLDO
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MDSRQLFD���-DSDQHVH�FOLPELQJ�IHUQ��/\JRGLXP�MDSRQLFXP���DQG�
NXG]X��3XHUDULD�WKXQEHUJLDQD���DPRQJ�WKH�YLQHV��DQG�1HSDOHVH�
EURZQWRS��0LFURVWHJLXP�YLPLQHXP��¿J�������WDOO�IHVFXH�
�6FKHGRQRUXV�SKRHQL[���DQG�FRJRQJUDVV��DPRQJ�WKH�JUDVVHV��
$PRQJ�JURZWK�IRUPV��YLQHV�KDYH�WKH�JUHDWHVW�FRYHUDJH�DW����
PLOOLRQ�DFUHV��IROORZHG�E\�VKUXEV�DW�����PLOOLRQ�DFUHV��JUDVVHV�DW�
����PLOOLRQ�DFUHV��DQG�WUHHV�DW�����PLOOLRQ�DFUHV�

0RVW�SODQWV�HVFDSLQJ�LQWR�VRXWKHUQ�IRUHVWV�KDYH�EHHQ�
LPSRUWHG��K\EULGL]HG��VROG��DQG�SODQWHG�IRU�\DUG�DQG�JDUGHQ�
EHDXWL¿FDWLRQ��VRLO�VWDELOL]DWLRQ��ZLOGOLIH�KDELWDW�HQKDQFHPHQW��
DQG�OLYHVWRFN�SURGXFWLRQ��1HZ�HVFDSHV�DUH�QRZ�PRVW�RIWHQ�
DVVRFLDWHG�ZLWK�QRQQDWLYH�SODQWV�PDUNHWHG�E\�JDUGHQ�FHQWHUV�
DV�RUQDPHQWDOV�

3ODQW�LQYDVLRQV�KROG�VHYHUDO�FRQVHTXHQFHV�IRU�IRUHVW�FRQGLWLRQV��
PDQDJHPHQW��DQG�EHQH¿WV�WR�VRFLHW\��:KHUH�LQIHVWDWLRQV�
DUH�GHQVH��QRQQDWLYH�SODQWV�FDQ�OLPLW�RU�VWRS�SURGXFWLYH�ODQG�
PDQDJHPHQW��$W�D�PLQLPXP��WKH\�LQFUHDVH�WKH�FRVWV�RI�YDULRXV�
PDQDJHPHQW�DFWLYLWLHV��HVSHFLDOO\�IRU�IRUHVW�UHJHQHUDWLRQ��
3HUKDSV�WKH�EHVW�H[DPSOH�LV�FRJRQJUDVV��ZKLFK�FDQ�IRUP�GHQVH�
PDWV�WKDW�H[FOXGH�IRUHVW�UHJHQHUDWLRQ�DQG�LV�H[SHQVLYH�WR�WUHDW��
2WKHU�LPSDFWV�PD\�EH�OHVV�LPPHGLDWH��$V�QDWLYH�VSHFLHV�DUH�
GLVSODFHG��QRQQDWLYHV�DOWHU��JHQHUDOO\�UHGXFH��WKH�GLYHUVLW\�
DQG�TXDOLW\�RI�ZLOGOLIH�KDELWDWV�DQG�FDQ�FKDQJH�VRLO�FKHPLVWU\��
1RQQDWLYH�SODQWV�SUHVHQW�D�WKUHDW�WR�ELRGLYHUVLW\�WKDW�LV�VHFRQG�
RQO\�WR�FRPSOHWH�KDELWDW�GHVWUXFWLRQ��FKDSWHU������EXW�WKH�VSHFL¿F�
HIIHFWV�RQ�QDWLYH�ÀRUD�DUH�\HW�WR�EH�IXOO\�XQGHUVWRRG�

([FHSW�ZKHUH�LQYDVLYH�SODQWV�LPSDFW�FRPPHUFLDO�RSHUDWLRQV��
IRU�H[DPSOH��LQ�LQWHQVLYH�IRUHVWU\�DQG�DJULFXOWXUH��LW�LV�
TXHVWLRQDEOH�ZKHWKHU�SULYDWH�ODQGRZQHUV�ZLOO�KDYH�WKH�
UHVRXUFHV�RU�PRWLYDWLRQ�WR�HIIHFWLYHO\�FXUE�HVWDEOLVKPHQW�DQG�
VSUHDG�WKURXJK�LQGLYLGXDO�DFWLRQV�

)LJXUH���²1HSDOHVH�EURZQWRS��0LFURVWHJLXP�YLPLQHXP���WKH�DFWXDO�
FXUUHQW�SURSRUWLRQ�RI�VXUYH\�SORWV��OLQH�������VWDWXV�TXR�DVVXPSWLRQ�WKDW�
FXUUHQW�WUHQGV�ZLOO�FRQWLQXH������PD[LPDO�ZDUPLQJ�DQG�GU\LQJ�FRQGLWLRQV��
&RUQHUVWRQHV�$�DQG�(������PRGHUDWH�ZDUPLQJ�DQG�PLQLPDO�GU\LQJ�
FRQGLWLRQV��&RUQHUVWRQH�&������PLQLPDO�ZDUPLQJ�ZLWK�LQFUHDVHG�UDLQIDOO��
&RUQHUVWRQH�%��DQG�����FRROLQJ�DQG�GU\LQJ�FRQGLWLRQV��&RUQHUVWRQHV�'�DQG�
)�DW�KLJK��DJUHHPHQW�RI�ERWK�PRGHOV��DQG�PRGHUDWH��SUHGLFWHG�E\�RQH�PRGHO��
SUREDELOLW\��

,QYDVLYH�6SHFLHV�,PSDFWV��)LQGLQJV�
IURP�&KDSWHUV����DQG���

��³1HZ´�QRQQDWLYH�LQYDVLYH�LQVHFWV�DQG�GLVHDVHV�ZLOO�
KDYH�VHULRXV�LPSDFWV�RQ�VRXWKHUQ�IRUHVWV�RYHU�WKH�QH[W�
���\HDUV��6RPH�VSHFLHV�VXFK�DV�HPHUDOG�DVK�ERUHU�DQG�
ODXUHO�ZLOW�DUH�H[SDQGLQJ�UDSLGO\��WKH\�WKUHDWHQ�WKH�
HFRORJLFDO�YLDELOLW\�RI�WKHLU�KRVWV�WKURXJKRXW�ODUJH�
DUHDV�RI�WKH�6RXWK��
��*LYHQ�WKH�WUHQG�LQ�LQWURGXFWLRQV�RI�QRQQDWLYH�
LQVHFWV�DQG�SODQW�SDWKRJHQV�RYHU�WKH�ODVW�����
\HDUV��ZH�FDQ�H[SHFW�DGGLWLRQDO�LQWURGXFWLRQV�RI�
SUHYLRXVO\�XQGRFXPHQWHG�SHVWV�WKDW�ZLOO�KDYH�VHULRXV�
FRQVHTXHQFHV�IRU�VRPH�QDWLYH�IRUHVW�SODQW�VSHFLHV�
��9HU\�IHZ�LQGLVSXWDEOH�SURMHFWLRQV�FDQ�EH�PDGH�DERXW�
WKH�HIIHFWV�RI�FOLPDWH�FKDQJH�RQ�QDWLYH�RU�QDWXUDOL]HG�
SHVWV��$OWKRXJK�FOLPDWH�FKDQJH�LQGXFHG�KRVW�
DEXQGDQFH�LV�H[SHFWHG�WR�LQFUHDVH�WKH�DFWLYLW\�RI�VRPH�
SHVWV��RWKHUV�PD\�EHFRPH�OHVV�DFWLYH�ZLWK�ZDUPHU�
WHPSHUDWXUHV�GHVSLWH�UHODWLYHO\�VLPLODU�OHYHOV�RI�KRVW�
DYDLODELOLW\�
��7KH�VFLHQWL¿F�OLWHUDWXUH�DQG�WKH�ERG\�RI�H[SHUW�
RSLQLRQ�DUH�LQFRQFOXVLYH�LQ�SUHGLFWLQJ�WKH�HIIHFWV�RI�
FOLPDWH�FKDQJH�RQ�PDQ\�SHVWV¶�DFWLYLW\�OHYHOV��RIWHQ�
HYHQ�ODFNLQJ�KLVWRULF�WUHQG�GDWD��+RZHYHU��EDVHG�
RQ�DQHFGRWDO�UHSRUWV�IURP�SURIHVVLRQDOV�DQG�LQ�WKH�
DEVHQFH�RI�RWKHU�GDWD��LW�LV�OLNHO\�WKDW�SHVW�DFWLYLW\�
OHYHOV�RYHU�WKH�QH[W����\HDUV�ZLOO�EH�VLPLODU�WR�WKH�SDVW�
���\HDUV�ZLWK�UHVSHFW�WR�LPSDFW�RQ�SUHIHUUHG�KRVWV�
��$�VLJQL¿FDQW�VRXUFH�RI�XQFHUWDLQW\�LQ�SURMHFWLQJ�SHVW�
LPSDFWV�LV�WKH�DGHTXDF\�RI�SUHYHQWLRQ�DQG�VXSSUHVVLRQ�
PHWKRGV��KRZ�HIIHFWLYH�DUH�H[LVWLQJ�PHWKRGV��
FRPSDUHG�ZLWK�WKRVH�WKDW�PLJKW�EH�DYDLODEOH�LQ�WKH�
IXWXUH��KRZ�ZLOOLQJ�DQG�DEOH�DUH�ODQG�PDQDJHUV�RU�
ODQGRZQHUV�WR�DGRSW�PDQDJHPHQW�FRQWURO�PHWKRGV��
KRZ�PXFK�IXQGLQJ�LV�DYDLODEOH�FRPSDUHG�WR�WKH�
DPRXQW�QHHGHG�IRU�LPSOHPHQWDWLRQ�
��8QGHU�WKH�LQÀXHQFH�RI�FOLPDWH�ZDUPLQJ�KRVW�SODQWV��
SHVWV��DQG�SHVW�FRPSOH[HV�DUH�H[SHFWHG�WR�PLJUDWH�
QRUWKZDUG�DQG�WR�KLJKHU�HOHYDWLRQV��%HFDXVH�PLJUDWLRQ�
UDWHV�GLIIHU�DPRQJ�WKH�DIIHFWHG�VSHFLHV��PLJUDWLQJ�
SODQWV�DUH�H[SHFWHG�WR�IRUP�QHZ�DVVRFLDWLRQV��ZKLFK�
ZRXOG�KDYH�DGGLWLRQDO�HIIHFWV�RQ�WKH�SHVWV��WKHLU�
KRVW�SRSXODWLRQV��DQG�WKH�LQWHUDFWLRQV�DPRQJ�WKHP��
8QH[SHFWHG�SHVWV�YHU\�OLNHO\�ZRXOG�EHFRPH�LPSRUWDQW��
ZKLOH�VRPH�WKDW�DUH�FXUUHQWO\�DFWLYH�ZRXOG�EH�OHVV�
VHYHUH�LQ�WKHLU�QHZ�KDELWDWV��$V�KRVW�SODQWV�³PLJUDWH´�
WR�WKH�QRUWK��DQ�LQFUHDVH�LQ�WKH�LQFLGHQFH�RI�GHFOLQH�
V\QGURPH�RI�SODQWV�LQ�WKHLU�SUHYLRXV�UDQJH�LV�H[SHFWHG�
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���$Q�H[WHQGHG�ÀUH�VHDVRQ�FRPELQHG�ZLWK�
REVWDFOHV�WR�SUHVFULEHG�EXUQLQJ�ZRXOG�
LQFUHDVH�ZLOGÀUH�UHODWHG�KD]DUGV�

:LOG¿UH�SRWHQWLDO�LV�OLNHO\�WR�LQFUHDVH�RYHU�WKH�QH[W����\HDUV�LQ�
UHVSRQVH�WR�IRUHFDVWHG�UHGXFWLRQV�LQ�SUHFLSLWDWLRQ�DQG�FOLPDWH�
GULYHQ�FKDQJHV�LQ�JURZLQJ�VHDVRQV��%RWK�VSULQJ�DQG�DXWXPQ�
ZLOG¿UH�VHDVRQV��ZKHQ�WKH�ZHDWKHU�LV�GU\�DQG�FRQGLWLRQV�DUH�
FRQGXFLYH�IRU�¿UHV�WR�LJQLWH�DQG�VSUHDG��¿JV�����DQG������DUH�
IRUHFDVWHG�WR�LQFUHDVH�LQ�GXUDWLRQ��HVSHFLDOO\�LQ�WKH�&RDVWDO�
3ODLQ��FKDSWHU������0DMRU�ZLOG¿UH�HYHQWV��VXFK�DV�WKH������
2NHIHQRNHH�ZLOG¿UHV�WKDW�EXUQHG�PRUH�WKDQ���������DFUHV��
DUH�DOVR�OLNHO\�WR�RFFXU�PRUH�RIWHQ��7KH�H[WUHPH�¿UH�VHDVRQ�
LQ�ZHVW�DQG�FHQWUDO�7H[DV�GXULQJ������ZKLFK�RFFXUUHG�DIWHU�
WKH�DQDO\VLV�IRU�WKH�)XWXUHV�3URMHFW�ZDV�FRPSOHWHG��SURYLGHV�
DQRWKHU�UHFHQW�H[DPSOH��)RUHFDVWV�RI�¿UH�SRWHQWLDO�YDU\�DFURVV�
WKH�&RUQHUVWRQH�)XWXUHV��LQGLFDWLQJ�XQFHUWDLQW\�DERXW�WKH�
PDJQLWXGH�RI�WKHVH�FKDQJHV��+RZHYHU��DQ\�LQFUHDVH�LQ�¿UH�
SRWHQWLDO�FRPELQHG�ZLWK�XUEDQ�GHYHORSPHQW�DQG�H[SDQVLRQ�LQ�
WKH�ZLOGODQG�XUEDQ�LQWHUIDFH�ZRXOG�PDJQLI\�WKH�LPSRUWDQFH�
RI�ZLOG¿UH�SUHYHQWLRQ�DQG�FRQWURO�WR�VRXWKHUQ�UHVLGHQWV�

([WHQGHG�¿UH�VHDVRQV�LQFUHDVH�WKH�LPSRUWDQFH�RI�HIIHFWLYH�
¿UH�PDQDJHPHQW�LQ�WKH�6RXWK��EXW�VHYHUDO�REVWDFOHV�PD\�
LQFUHDVLQJO\�LPSHGH�WKH�SUDFWLFH�RI�SUHVFULEHG�EXUQLQJ��WKH�
PRVW�ZLGHO\�XVHG�PDQDJHPHQW�WRRO�LQ�WKH�UHJLRQ��3UHVFULEHG�
EXUQLQJ�VHUYHV�PXOWLSOH�IXQFWLRQV�LQ�VRXWKHUQ�IRUHVWV��,W�
LV�XVHG�H[WHQVLYHO\�LQ�WKH�SLQH�IRUHVWV�RI�WKH�&RDVWDO�3ODLQ�
DQG�3LHGPRQW��PRUH�WKDQ���PLOOLRQ�DFUHV�SHU�\HDU��ZKHUH�
QXPHURXV�SODQW�DQG�ZLOGOLIH�VSHFLHV�GHSHQG�RQ�SHULRGLF�
¿UH�IRU�FRPSHWLWLRQ�FRQWURO��UHSURGXFWLRQ��DQG�VXVWDLQHG�
KHDOWK��,W�LV�OLNHZLVH�EHLQJ�UHLQWURGXFHG�LQ�FHUWDLQ�SDUWV�RI�
WKH�$SSDODFKLDQ�DQG�2]DUN�0RXQWDLQV�WR�LPSURYH�KDELWDW�
IRU�¿UH�GHSHQGHQW�VSHFLHV�LQ�WKRVH�HFRV\VWHPV��7KURXJKRXW�
WKH�UHJLRQ��LW�UHGXFHV�IXHO�ORDGV�DQG�GHFUHDVHV�WKH�ULVN�RI�
FDWDVWURSKLF�ZLOG¿UHV��

&OLPDWH�IRUHFDVWV�LQGLFDWH�WKDW�WKH�³ZLQGRZ´�IRU�VDIH�SUHVFULEHG�
EXUQLQJ�PD\�EH�UHGXFHG��VKRUWHQLQJ�WKH�OHQJWK�RI�WLPH�GXULQJ�
WKH�\HDU�ZKHQ�FRQGLWLRQV�DUH�DFFHSWDEOH�IRU�WKH�SUDFWLFH��
3UHVFULEHG�EXUQLQJ�LV�PRUH�FRPSOLFDWHG�DQG�ULVN\�LQ�WKH�
ZLOGODQG�XUEDQ�LQWHUIDFH��DQG�WKLV�DUHD�LV�IRUHFDVWHG�WR�H[SDQG�
WKURXJKRXW�PXFK�RI�WKH�UHJLRQ��HVSHFLDOO\�LQ�FRDVWDO�DUHDV��
WKH�3LHGPRQW��DQG�$SSDODFKLDQ�0RXQWDLQV²DUHDV�ZKHUH�
SUHVFULEHG�¿UH�LV�SDUWLFXODUO\�EHQH¿FLDO��,QVWLWXWLRQDO�LVVXHV�PD\�
DOVR�UHGXFH�WKH�FDSDFLW\�WR�FRQGXFW�SUHVFULEHG�EXUQLQJ��6WULFWHU�
DLU�TXDOLW\�UHJXODWLRQV�DQWLFLSDWHG�LQ�FRPLQJ�\HDUV�FRXOG�
IXUWKHU�OLPLW�RSSRUWXQLWLHV�IRU�SUHVFULEHG�EXUQLQJ��2QJRLQJ�
ORVV�RI�¿UH�PDQDJHPHQW�FDSDFLW\�DPRQJ�PDQ\�6WDWHV�LQ�WKH�
6RXWK�PD\�IXUWKHU�OLPLW�RSSRUWXQLWLHV�WR�LPSOHPHQW�HIIHFWLYH�
SUHVFULEHG�EXUQLQJ��7KH�QXPEHU�RI�6WDWH�IRUHVWU\�DJHQF\�¿UH�
SHUVRQQHO�GHFOLQHG����SHUFHQW�EHWZHHQ������DQG�������,Q�
VXPPDU\��KD]DUGV�RI�UHGXFHG�SUHVFULEHG�EXUQLQJ�DUH�QXPHURXV�
DQG�VLJQL¿FDQW�IRU�KXPDQ�OLIH�DQG�SURSHUW\�DV�ZHOO�DV�IRU�WKH�
VXVWDLQDELOLW\�RI�QXPHURXV�YHJHWDWLRQ�DQG�ZLOGOLIH�VSHFLHV�

��$OWKRXJK�QRW�H[SHFWHG�WR�EH�D�VLJQL¿FDQW�SUREOHP�LQ�
WKH�QH[W����\HDUV��WKH�PLJUDWLRQ�RI�ORZHU�HOHYDWLRQ�
SODQWV�WR�KLJKHU�HOHYDWLRQV�FRXOG�XOWLPDWHO\�HOLPLQDWH�
RU�DW�OHDVW�VHYHUHO\�UHVWULFW�WKH�KRVW�UDQJHV�RI�FXUUHQW�
KLJK�HOHYDWLRQ�SODQW�DVVRFLDWLRQV��3HVWV�WKDW�DFW�RQ�D�
UHVWULFWHG�KRVW�EDVH��VXFK�DV�WKH�EDOVDP�ZRROO\�DGHOJLG�
DQG�EXWWHUQXW�FDQNHU��FRXOG�EHFRPH�IDU�PRUH�VLJQL¿FDQW�
HFRORJLFDOO\�LQ�DUHDV�RI�UHOLFW�KRVW�SRSXODWLRQV�
��7KH�LQYDVLRQ�SURFHVV�LV�DFFHOHUDWHG�E\�JUHDWHU�
IRUHVW�GLVWXUEDQFH��IUDJPHQWDWLRQ��SDUFHOL]DWLRQ��
XUEDQL]DWLRQ�QHHGHG�WR�DFFRPPRGDWH�DQG�VXSSRUW�DQ�
LQFUHDVLQJ�KXPDQ�SRSXODWLRQ��DQG�FOLPDWH�ZDUPLQJ��
$SSUR[LPDWHO\���SHUFHQW�RI�VRXWKHUQ�IRUHVWV�RU�DERXW�
���PLOOLRQ�DFUHV�DUH�FXUUHQWO\�RFFXSLHG�E\�RQH�RU�PRUH�
RI�WKH�����QRQQDWLYH�SODQWV�LQ�WKH�UHJLRQ��
��7KH�DQQXDO�VSUHDG�RI�QRQQDWLYH�SODQWV�LQ�VRXWKHUQ�
IRUHVWV�LV�FRQVHUYDWLYHO\�HVWLPDWHG�DW�����WKRXVDQG�
IRUHVWHG�DFUHV��DFFHOHUDWHG�E\�D�ZDUPLQJ�FOLPDWH�
DQG�E\�LQFUHDVLQJ�QXPEHUV�RI�IRUHVW�GLVWXUEDQFHV�
WKDW�DFFRPPRGDWH�DQG�VXSSRUW�JURZLQJ�KXPDQ�
SRSXODWLRQV��
��*LYHQ�WKH�FXUUHQW�RFFXSDWLRQ�DQG�VSUHDG�RI�QRQQDWLYH�
SODQWV�DQG�WKH�LQFUHDVLQJO\�FRPPRQ�LQIHVWDWLRQV�E\�
PXOWLSOH�VSHFLHV��HUDGLFDWLRQ�DSSHDUV�RQO\�SUREDEOH�RQ�
VSHFL¿F�ODQGV�XQOHVV�DZDUHQHVV�DQG�VWUDWHJLF�SURJUDPV�
DUH�JUHDWO\�HQKDQFHG��
��0RGHO�SURMHFWLRQV�VKRZ�WKDW�KLJK�WKUHDW�QRQQDWLYH�
SODQWV�KDYH�QRW�\HW�UHDFKHG�WKHLU�SRWHQWLDO�UDQJH�
RU�GHQVLW\�OLPLWV�ZLWKLQ�WKH�UHJLRQ�XQGHU�FXUUHQW�
FRQGLWLRQV��$�SUHGLFWHG�ZDUPLQJ�FOLPDWH�ZRXOG�SHUPLW�
QRUWKZDUG�UDQJH�H[WHQVLRQV�IRU�VRPH��ZKLOH�UDQJH�
H[WHQVLRQV�FDQ�EH�UHVWULFWHG�E\�D�VLPXOWDQHRXV�GULHU�
FOLPDWH��/RVVHV�LQ�IRUHVW�SURGXFWLRQ��UHFUHDWLRQ��DQG�
ZLOGOLIH�KDELWDW�ZRXOG�KDYH�TXDOLW\�RI�OLIH�LPSOLFDWLRQV�
IRU�IXWXUH�JHQHUDWLRQV�WKDW�ZRXOG�FRQWLQXH�WR�EH�
H[DFHUEDWHG�LI�QRW�PLWLJDWHG�
��/LPLWLQJ�WKH�GHJUHH�RI�RFFXSDWLRQ�DQG�LPSDFW�GHSHQGV�
RQ�WKH�GHYHORSPHQW�RI�DGDSWLYH�PDQDJHPHQW�SURJUDPV�
DQG�DFWLRQV�WKDW�DUH�FRRUGLQDWHG�DFURVV�SROLWLFDO�
ERXQGDULHV�DQG�HQJDJH�DOO�RZQHUVKLSV��3LHFHPHDO�
DQG�VSOLQWHUHG�DFWLRQV�E\�DJHQFLHV�DQG�RZQHUVKLSV��
LI�FRQWLQXHG��FDQQRW�VWRS�WKH�GHVWUXFWLYH�LPSDFWV�RI�
LQIHVWDWLRQV�E\�QRQQDWLYH�VSHFLHV�
��3XEOLF�DZDUHQHVV�FDPSDLJQV��FRRSHUDWLYH�VSUHDG�
DEDWHPHQW�QHWZRUNV��FROODERUDWLYH�SURJUDPV�RI�
GHWHFWLRQ�DQG�HUDGLFDWLRQ��GHGLFDWHG�UHVHDUFK�DQG�
H[WHQVLRQ�SURJUDPV��DQG�HPSOR\PHQW�RI�QHZ�ODQG�
UHVWRUDWLRQ�RSWLRQV�KDYH�EHHQ�IRXQG�WR�VORZ�WKH�VSUHDG�
RI�QRQQDWLYH�SODQWV�DQG�SUHYHQW�WKHP�IURP�GHVWUR\LQJ�
FULWLFDO�KDELWDWV�
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)LJXUH���²6HDVRQDO�YLHZ�RI�¿UH�SRWHQWLDO�IRU�FXUUHQW�FRQGLWLRQV�IRU��$��-DQXDU\���%��$SULO���&��-XO\��DQG��'��2FWREHU�IRU�&RUQHUVWRQH�%��%URZQ��EOXH��DUHDV�
GHSLFW�DUHDV�ZLWK�SRVLWLYH��QHJDWLYH��3',��:KLWH�DUHDV�UHÀHFW�D�3',�QHDU�]HUR�LQGLFDWLQJ�D�EDODQFH�EHWZHHQ�HYDSRWUDQVSLUDWLRQ�DQG�SUHFLSLWDWLRQ��&RORU�LQWHQVLW\�
UHODWHV�WR�WKH�PDJQLWXGH�RI�GHSDUWXUH�IURP�WKLV�EDODQFHG�VWDWH��

)LJXUH���²&KDQJH�LQ�VHDVRQDO�¿UH�SRWHQWLDO�LQ����\HDUV�IRU��$��-DQXDU\���%��$SULO���&��-XO\��DQG��'��2FWREHU�IRU�&RUQHUVWRQH�%��%URZQ�DUHDV�GHSLFW�DUHDV�ZLWK�
SRVLWLYH�3',��%OXH�DUHDV�GHSLFW�DUHDV�ZLWK�QHJDWLYH�3',��:KLWH�DUHDV�UHÀHFW�D�3',�QHDU�]HUR�LQGLFDWLQJ�D�EDODQFH�EHWZHHQ�HYDSRWUDQVSLUDWLRQ�DQG�SUHFLSLWDWLRQ��
&RORU�LQWHQVLW\�UHODWHV�WR�WKH�PDJQLWXGH�RI�GHSDUWXUH�IURP�WKLV�EDODQFHG�VWDWH�



��

���3ULYDWH�RZQHUV�FRQWLQXH�WR�FRQWURO�
IRUHVW�IXWXUHV��EXW�RZQHUVKLS�SDWWHUQV�DUH�
EHFRPLQJ�OHVV�VWDEOH�

3ULYDWH�RZQHUV�KROG�PRUH�WKDQ����SHUFHQW�RI�IRUHVWV�LQ�WKH�
6RXWK�DQG�SURGXFH�QHDUO\�DOO�RI�WKH�IRUHVW�LQYHVWPHQW�DQG�
WLPEHU�KDUYHVWLQJ�LQ�WKH�UHJLRQ��¿J�������3ULYDWH�RZQHUVKLS�LV�
GLYHUVH�ZLWK�URXJKO\�D�WKLUG�LQ�FRUSRUDWH�RZQHUVKLS�DQG�WKH�
UHPDLQGHU�KHOG�E\�PRUH�WKDQ���PLOOLRQ�IDPLOLHV�RU�LQGLYLGXDOV��
)RUHVW�RZQHUVKLS�KDV�FKDQJHG�DQG�LV�IRUHFDVWHG�WR�FKDQJH�
PRUH�LQ�WKH�IXWXUH��2YHU�WKH�SDVW�GHFDGH��WKH�IRUHVW�SURGXFWV�
LQGXVWU\�VROG�RU�WUDQVIHUUHG�PXFK�RI�LWV�ODQG�KROGLQJV�WR�
WLPEHU�DQG�ODQG�LQYHVWPHQW�LQWHUHVWV��FKDSWHU�����&RPPHUFLDO�
IRUHVWV��RQFH�DQFKRULQJ�WKH�ODUJHVW�FRQWLJXRXV�EORFNV�RI�IRUHVW�
FRYHU�LQ�WKH�6RXWK��QRZ�KDYH�D�PRUH�IUDFWXUHG�RZQHUVKLS�DQG�
DUH�OHVV�VWDEOH�WKDQ�LQ�WKH�SDVW��)DPLO\�IRUHVW�RZQHUV�DUH�DOVR�
VXEMHFW�WR�QHZ�G\QDPLF�IRUFHV�WKDW�HQFRXUDJH�SDUFHOL]DWLRQ�
DQG�IUDJPHQWDWLRQ��¿J������

)RUHFDVWV�LQGLFDWH�D�ORVV�RI���±���PLOOLRQ�DFUHV�RI�SULYDWH�IRUHVW�
ODQG�LQ�WKH�6RXWK�E\�������:LWK�H[SDQGHG�XUEDQL]DWLRQ�JURZLQJ�
RXWZDUG�IURP�FLW\�FHQWHUV��ZH�H[SHFW�DQ�LQFUHDVHG�IUDJPHQWDWLRQ�
RI�UHPDLQLQJ�IRUHVW�KROGLQJV��2QJRLQJ�SDUFHOL]DWLRQ��ZKLFK�
RIWHQ�WDNHV�SODFH�ZKHQ�HVWDWHV�DUH�WUDQVIHUUHG��FKDSWHU�����IURP�
RQH�JHQHUDWLRQ�WR�WKH�QH[W��HVSHFLDOO\�LQ�XUEDQL]LQJ�DUHDV�ZKHUH�
SURSHUW\�YDOXHV�DQG�WD[HV�DUH�LQFUHDVLQJ���ZLOO�OLNHO\�FRQWLQXH�
WR�DOWHU�IRUHVW�PDQDJHPHQW�LQ�WKH�6RXWK��,Q�SDUWLFXODU��DUHDV�
RI�FRQFHQWUDWHG�XUEDQL]DWLRQ�FRXOG�EHJLQ�WR�VHH�UHGXFWLRQV�LQ�
WLPEHU�KDUYHVWLQJ�DQG�SODQWLQJ�LQ�VPDOO�LQRSHUDEOH�KROGLQJV��
DQG�UHGXFWLRQV�LQ�SUHVFULEHG�EXUQLQJ�EHFDXVH�RI�KHDOWK�DQG�
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)LJXUH���²'LVWULEXWLRQ�RI�IRUHVW�RZQHUVKLS�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV��
�����

)LJXUH���²3HUFHQW�RI�IDPLO\�IRUHVWV�E\�WRWDO�DUHD�DQG�QXPEHU�RI�RZQHUV�LQ�
HDFK�RI�QLQH�VL]H�FODVVL¿FDWLRQV�IRU�WKH�6RXWKHUQ�8QLWHG�6WDWHV�������

)LUH�LQ�WKH�6RXWKHUQ�/DQGVFDSH��
)LQGLQJV�IURP�&KDSWHU����

��&OLPDWH�IRUHFDVWV�LQGLFDWH�WKDW�WKH�6RXWK¶V�VSULQJ�DQG�
IDOO�ZLOG¿UH�VHDVRQV�ZLOO�EH�H[WHQGHG��
��0DMRU�ZLOG¿UH�HYHQWV��VXFK�DV�WKH������2NHIHQRNHH�
ZLOG¿UHV�������(YDQV�5RDG�)LUH�LQ�HDVWHUQ�1RUWK�
&DUROLQD��DQG�UHFHQW�ZHVW�7H[DV�¿UH�VHDVRQV��DUH�DOVR�
OLNHO\�WR�RFFXU�PRUH�RIWHQ��6XFK�HYHQWV�FXUUHQWO\�RFFXU�
RQFH�HYHU\����\HDUV��KRZHYHU��WKH\�FRXOG�EH�PRUH�
IUHTXHQW�LQ�D�ZDUPHU�GULHU�FOLPDWH��
��/DQG�XVH�FKDQJH�ZLOO�KDYH�WKH�PRVW�LPPHGLDWH�HIIHFWV�
RQ�IXHOV�DQG�ZLOGODQG�¿UH�PDQDJHPHQW�E\�FRQVWUDLQLQJ�
SUHVFULEHG�EXUQLQJ�DQG�LQFUHDVLQJ�VXSSUHVVLRQ�
FRPSOH[LW\�DQG�FRVW��
��$LU�TXDOLW\�LVVXHV�ZLOO�OLNHO\�LQFUHDVH�UHVWULFWLRQV�RQ�
SUHVFULEHG�EXUQLQJ�RYHU�ODUJH�DUHDV��QRW�MXVW�LQ�WKH�
ZLOGODQG�XUEDQ�LQWHUIDFH��
��3RWHQWLDO�KHDOWK�DQG�VDIHW\�FRQFHUQV��LQ�DGGLWLRQ�WR�
DLU�TXDOLW\�UHVWULFWLRQV��ZLOO�DGG�WR�WKH�UHJXODWRU\�
FRQVWUDLQWV�RQ�XVH�RI�SUHVFULEHG�EXUQLQJ��
��)XHOV�EXLOGXSV�FRPELQHG�ZLWK�PRUH�LQWHQVH�ZLOG¿UHV�
XQGHU�D�ZDUPHU��GULHU�FOLPDWH�FRXOG�VHYHUHO\�GHJUDGH�
¿UH�GHSHQGHQW�FRPPXQLWLHV�WKDW�RIWHQ�VXSSRUW�RQH�RU�
PRUH�WKUHDWHQHG��HQGDQJHUHG��RU�VHQVLWLYH�VSHFLHV��
��,Q�DGGLWLRQ�WR�LQFUHDVLQJ�WKH�VHYHULW\�RI�ZLOG¿UH�
HYHQWV��WKH�GULHU�FRQGLWLRQV�DQG�LQFUHDVHG�YDULDELOLW\�
LQ�SUHFLSLWDWLRQ�WKDW�DUH�DVVRFLDWHG�ZLWK�FOLPDWH�FKDQJH�
FRXOG�KDPSHU�VXFFHVVIXO�IRUHVW�UHJHQHUDWLRQ�DQG�FDXVH�
VKLIWV�LQ�YHJHWDWLRQ�W\SHV�RYHU�WLPH�
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)LJXUH���²&RUSRUDWH�IRUHVW�RZQHUVKLS�IRU�IRUHVW�SURGXFWV�LQGXVWU\��DOVR�NQRZQ�DV�YHUWLFDOO\�LQWHJUDWHG�WLPEHU�SURGXFWV�FRPSDQLHV���WLPEHU��
LQYHVWPHQW�PDQDJHPHQW�RUJDQL]DWLRQV��7,02���UHDO�HVWDWH�LQYHVWPHQW�WUXVWV��5(,7���DQG�RWKHU�FRUSRUDWH�LQ�������������DQG������
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)LJXUH���²'HFOLQH�LQ�IRUHVW�SURGXFWV�LQGXVWU\�RZQHUVKLS�E\�6WDWH�������WR������



��

VDIHW\�FRQFHUQV�DQG�UHJXODWRU\�UHVWULFWLRQV��+DELWDW�IRU�IRUHVW�
LQWHULRU�GHSHQGHQW�VSHFLHV�DQG�ZLOGOLIH�WUDYHO�FRUULGRUV�FRXOG�
EH�IUDFWXUHG�DQG�VXUIDFH�ZDWHU�TXDOLW\�LPSDLUHG�DV�IRUHVWV�DUH�
UHSODFHG�E\�GHYHORSHG�XVHV��

7KH�GLYHVWLWXUH�RI�IRUHVW�ODQGV�E\�WKH�IRUHVW�SURGXFWV�LQGXVWU\�
IURP������WR������LV�WKH�PRVW�VXEVWDQWLDO�WUDQVLWLRQ�LQ�IRUHVW�
RZQHUVKLS�RI�WKH�ODVW�FHQWXU\��¿J�������7KLV�GLYHVWLWXUH�VXEVWDQWLDOO\�
DOWHUHG�WKH�RZQHUVKLS�DQG�REMHFWLYH�VWUXFWXUH�RI�WKH�FRUSRUDWH�
RZQHUVKLS�JURXS�DV�PXFK�RI�WKH�ODQG�VKLIWHG�WR�WLPEHU�LQYHVWPHQW�
PDQDJHPHQW�RUJDQL]DWLRQV�DQG�UHDO�HVWDWH�LQYHVWPHQW�WUXVWV��$�
QXPEHU�RI�HFRQRPLF�IDFWRUV�OLNHO\�LQÀXHQFHG�WKH�GHFLVLRQV�RI�IRUHVW�
SURGXFWV�FRPSDQLHV�WR�VHOO�WKHLU�ODQG��¿JV�����DQG������$Q�DQDO\VLV�
RI�WKHVH�IDFWRUV�VXJJHVWV�WKDW�WKH�WUDQVLWLRQ�IURP�ODUJH�EORFN�
LQGXVWU\�RZQHUVKLS�WR�D�PRUH�VSDWLDOO\�YDULHG�DQG�IUDJPHQWHG�
RZQHUVKLS�LV�LUUHYHUVLEOH�LQ�WKH�IRUHVHHDEOH�IXWXUH�

$V�D�UHVXOW�RI�ODUJH�ODQG�WUDQVIHUV�IURP�WKH�IRUHVW�SURGXFWV�
LQGXVWU\�WR�WLPEHU�LQYHVWPHQW�PDQDJHPHQW�RUJDQL]DWLRQV��
FRUSRUDWH�RZQHG�IRUHVW�ODQG�LV�QRZ�D�PRUH�OLTXLG�DVVHW�WKDW�LV�
H[SHFWHG�WR�WUDGH�PRUH�IUHTXHQWO\�LQ�WKH�IXWXUH��DQG�WKH�VL]H�RI�
LQGLYLGXDO�KROGLQJV�ZLOO�OLNHO\�FRQWLQXH�WR�GHFOLQH��:KLOH�WKH�
LQGXVWU\�ODQG�EDVH�KDG�EHHQ�D�VWDEOH�DQG�SUHGLFWDEOH�FRPSRQHQW�
RI�WKH�VRXWKHUQ�ODQGVFDSH��WKH�³QHZ´�FODVV�RI�FRUSRUDWH�IRUHVW�
ODQGV�PD\�EH�OHVV�VWDEOH�DQG�PRUH�FKDQJHDEOH�ZLWK�SRVVLEOH�
LPSOLFDWLRQV�IRU�ZDWHU�TXDOLW\��VHQVLWLYH�SODQW�DQG�DQLPDO�
FRPPXQLWLHV��UHFUHDWLRQ�DYDLODELOLW\��DQG�RWKHU�QRQWLPEHU�YDOXHV��
7KH�HFRQRPLF�IRUFHV�WKDW�OHG�WR�IRUHVW�RZQHUVKLS�E\�D�QHZ�
JURXS�RI�LQYHVWRUV�FRXOG�FDXVH�UDSLG�VKLIWV�LQ�RZQHUVKLS�LQ�WKH�
IXWXUH��)RU�H[DPSOH��LI�FRPPRGLW\�SULFHV�FRQWLQXH�WR�GHFOLQH�
EH\RQG�WKH����SHUFHQW�UHGXFWLRQ�LQ�VRIWZRRG�SXOSZRRG�SULFHV�
VLQFH�������FKDSWHU�����WKH�UHVXOWLQJ�UHGXFWLRQ�LQ�WKH�SUR¿WDELOLW\�
RI�WLPEHUODQG�PDQDJHPHQW�ZRXOG�OLNHO\�GULYH�DZD\�LQYHVWRUV��
&RQYHUVHO\��SROLF\�GULYHQ�LQFUHDVHV�LQ�ELRPDVV�GHPDQG�IRU�
HQHUJ\�SURGXFWLRQ�FRXOG�UHYHUVH�UHFHQW�GRZQZDUG�WUHQGV�
�FKDSWHU������

2YHU�WKH�SDVW���GHFDGHV��RZQHUVKLS�G\QDPLFV�KDYH�ODUJHO\�
RFFXUUHG�ZLWKLQ�WKH�FRUSRUDWH�RU�IDPLO\�RZQHUVKLSV�EXW�
QRW�EHWZHHQ�WKHP��2XU�DQDO\VHV�RI�DQWLFLSDWHG�FKDQJHV�DUH�
FRQVLVWHQW�ZLWK�WKLV�KLVWRU\��6WUXFWXUDO�FKDQJHV�LQ�RZQHUVKLS²
WUDQVIHUULQJ�ODQG�DPRQJ�PDMRU�JURXSV²PLJKW�EH�SRVVLEOH��EXW�
WKHVH�FKDQJHV�ZRXOG�KDYH�IDU�UHDFKLQJ�HIIHFWV��)RU�H[DPSOH��
LQFUHDVLQJ�VFDUFLW\�RI�UHFUHDWLRQ�RSSRUWXQLWLHV�DQG�FRQFHUQ�
IRU�RWKHU�TXDOLW\�RI�OLIH�DVSHFWV�RI�IRUHVWV�FRXOG�OHDG�WR�SXEOLF�
DFTXLVLWLRQ�RI�SULYDWH�IRUHVW�ODQG��HVSHFLDOO\�DW�6WDWH�DQG�ORFDO�
OHYHOV��$�VXEVWDQWLDO�GHFOLQH�LQ�WLPEHUODQG�SUR¿WDELOLW\�FRXOG�OHDG�
WR�D�VKLIW�LQ�RZQHUVKLS�IURP�FRUSRUDWH�WR�IDPLO\�IRUHVW�RZQHUV��
7KHVH�DUH�ERWK�ZLWKLQ�WKH�UHDOP�RI�SODXVLELOLW\�EXW�KDYH�QRW�\HW�
EHHQ�REVHUYHG�WR�DQ\�JUHDW�GHJUHH�

2ZQHUVKLS�'\QDPLFV�RI�6RXWKHUQ�
)RUHVWV��)LQGLQJV�IURP�&KDSWHU��

��3ULYDWH�ODQGRZQHUV�KROG����SHUFHQW�RI�WKH�IRUHVW�DUHD�LQ�
WKH�6RXWK��WZR�WKLUGV�RI�SULYDWH�IRUHVW�ODQG�LV�KHOG�E\�
IDPLOLHV�RU�LQGLYLGXDOV�
��)LIW\�QLQH�SHUFHQW�RI�SULYDWH�RZQHUV�KROG�IHZHU�WKDQ�
��DFUHV�RI�IRUHVW�ODQG��EXW����SHUFHQW�RI�SULYDWHO\�
RZQHG�IRUHVWV�DUH�LQ�KROGLQJV�RI�����DFUHV�RU�PRUH�
��7ZR�WKLUGV�RI�IDPLO\�IRUHVW�ODQG�LV�RZQHG�E\�SHRSOH�
ZKR�KDYH�KDUYHVWHG�DQG�VROG�WUHHV�IURP�WKHLU�ODQG��
$VVXPLQJ�WKDW�FRPPHUFLDO�RZQHUV�KDYH�KDUYHVWHG�
WLPEHU��WKHQ�LQ�DOO��DERXW���RI�HYHU\����DFUHV�RI�SULYDWH�
IRUHVW�ODQG�LQ�WKH�6RXWK�LV�RZQHG�E\�LQGLYLGXDOV�RU�
RUJDQL]DWLRQV�WKDW�KDYH�FRPPHUFLDOO\�KDUYHVWHG�WKHLU�
WLPEHU�
��7KH�DYHUDJH�VL]H�RI�IDPLO\�IRUHVW�KROGLQJV�LV����DFUHV��
2QJRLQJ�SDUFHOL]DWLRQ�DQG�IUDJPHQWDWLRQ�WKURXJK�
HVWDWH�GLVSRVDO�DQG�XUEDQL]DWLRQ�ZLOO�OLNHO\�FRQWLQXH�WR�
DOWHU�IRUHVW�PDQDJHPHQW�LQ�WKH�6RXWK�
��7KH�IRUHVW�SURGXFWV�LQGXVWU\�GLYHVWHG�DERXW�WKUHH�
TXDUWHUV�RI�LWV�WLPEHUODQG�KROGLQJV�IURP������WR�������
WKH�ODUJHVW�RZQHUVKLS�WUDQVLWLRQ�LQ�WKH�ODVW�FHQWXU\��
7KH�ODUJHVW�JDLQ�LQ�RZQHUVKLS�ZDV�UHDOL]HG�E\�WLPEHU�
LQYHVWPHQW�PDQDJHPHQW�RUJDQL]DWLRQV�DQG�UHDO�HVWDWH�
LQYHVWPHQW�WUXVWV�
��)RUHVW�SURGXFWV�LQGXVWU\�GLYHVWLWXUHV�ZHUH�OLNHO\�
GULYHQ�E\�D�FRPELQDWLRQ�RI�IDFWRUV�LQFOXGLQJ�
PHUJHUV��DOOHYLDWLRQ�RI�WLPEHU�VFDUFLW\�FRQFHUQV��QHZ�
WHFKQRORJLHV�IRU�UHGXFLQJ�WKH�FRVW�RI�¿EHU�DFTXLVLWLRQ��
DQG�GHVLUH�WR�UHGXFH�WD[�EXUGHQV�
��$V�D�UHVXOW�RI�WKH�WUDQVIHU�RI�KROGLQJV�IURP�WKH�IRUHVW�
SURGXFWV�LQGXVWU\�WR�WLPEHU�LQYHVWPHQW�PDQDJHPHQW�
RUJDQL]DWLRQV�DQG�UHDO�HVWDWH�LQYHVWPHQW�WUXVWV��IRUHVW�
ODQG�KHOG�E\�FRUSRUDWLRQV�LV�QRZ�D�PRUH�OLTXLG�DVVHW�
FODVV�DQG�ZRXOG�OLNHO\�WUDGH�PRUH�IUHTXHQWO\�LQ�WKH�
IXWXUH��&RUSRUDWH�IRUHVW�KROGLQJV�ZLOO�OLNHO\�FRQWLQXH�
WR�GHFOLQH�LQ�VL]H�
��$OWKRXJK�WKH�IRUHVW�SURGXFWV�LQGXVWU\�ODQG�EDVH�
ZDV�ORQJ�SHUFHLYHG�WR�EH�D�VWDEOH�DQG�SUHGLFWDEOH�
FRPSRQHQW�RI�WKH�IRUHVW�ODQGVFDSH�LQ�WKH�6RXWK��
FRUSRUDWH�ODQGV�PD\�EHFRPH�OHVV�VWDEOH�DQG�PRUH�
FKDQJHDEOH�ZLWK�LPSOLFDWLRQV�IRU�ERWK�WLPEHU�DQG�
QRQWLPEHU�YDOXHV��VXFK�DV�ZDWHU�TXDOLW\��VHQVLWLYH�SODQW�
DQG�DQLPDO�FRPPXQLWLHV��DQG�UHFUHDWLRQ�DYDLODELOLW\��
��,QFUHDVHG�OLTXLGLW\�RI�IRUHVW�DVVHWV�DUJXHV�IRU�
LQFUHDVHG�PRQLWRULQJ�RI�RZQHUVKLS�FKDQJHV�DQG�RI�
IRUHVW�ODQG�WUDQVDFWLRQ�YDOXHV�WR�EHWWHU�XQGHUVWDQG�WKH�
FRQVHUYDWLRQ�LPSOLFDWLRQV�RI�HFRQRPLF�WUHQGV�
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���7KUHDWV�WR�VSHFLHV�RI�FRQVHUYDWLRQ�
FRQFHUQ�DUH�ZLGHVSUHDG�EXW�DUH�HVSHFLDOO\�
FRQFHQWUDWHG�LQ�WKH�&RDVWDO�3ODLQ�DQG�
$SSDODFKLDQ�&XPEHUODQG�VXEUHJLRQV�

8UEDQL]DWLRQ��IRUHVW�PDQDJHPHQW��FOLPDWH�FKDQJH��DQG�
LQYDVLYH�VSHFLHV�FRPELQH�WR�IXUWKHU�LPSDFW�VHYHUDO�VSHFLHV�
RI�FRQVHUYDWLRQ�FRQFHUQ�LQ�WKH�6RXWK��PDQ\�RI�ZKLFK�DUH�
IRXQG�LQ�WKH�&RDVWDO�3ODLQ�DQG�$SSDODFKLDQ�&XPEHUODQG�
VXEUHJLRQV��&RDVWDO�3ODLQ�IRUHVWV�DUH�HVSHFLDOO\�YXOQHUDEOH�WR�
ORVV�RI�ELRGLYHUVLW\�DQG�LPSHULOHG�VSHFLHV�DV�D�UHVXOW�RI�ULVLQJ�
VHD�OHYHOV��LQWHQVLI\LQJ�PDQDJHPHQW��VSUHDGLQJ�LQYDVLYH�
VSHFLHV��DQG�XUEDQL]DWLRQ��¿JV�����DQG������7KLV�UHJLRQ�LV�RQH�
RI�WKH�IRFDO�DUHDV�IRU�XUEDQL]DWLRQ�DQG�ZRXOG�EH�WKH�SULPDU\�
ORFDOH�IRU�DQ\�H[SDQVLRQ�LQ�SLQH�SODQWDWLRQV��7KH�$SSDODFKLDQ�
&XPEHUODQG�VXEUHJLRQ�DOVR�VXSSRUWV�D�ODUJH�QXPEHU�RI�
WKUHDWHQHG�SODQWV�DQG�LPSHULOHG�YHUWHEUDWHV��HVSHFLDOO\�
DPSKLELDQV��

7KH�FXUUHQW�GLVWULEXWLRQ�RI�SODQW�DQG�DQLPDO�GLYHUVLW\�LQ�WKH�
6RXWK�UHÀHFWV�D�EURDG�UDQJH�RI�KDELWDWV�DQG�D�ORQJ�KLVWRU\�
RI�ODQG�XVHV��7KH�JHRJUDSK\�RI�VSHFLHV�ULFKQHVV�YDULHV�E\�
WD[D��$PSKLELDQV�ÀRXULVK�LQ�SRUWLRQV�RI�WKH�3LHGPRQW�DQG�
$SSDODFKLDQ�&XPEHUODQG�VXEUHJLRQV�DQG�DFURVV�WKH�&RDVWDO�
3ODLQ��%LUG�ULFKQHVV�LV�KLJKHVW�DORQJ�WKH�FRDVW�DQG�ZHWODQGV�
RI�WKH�$WODQWLF�2FHDQ�DQG�*XOI�RI�0H[LFR��PDPPDO�ULFKQHVV�

LV�KLJKHVW�LQ�WKH�0LG�6RXWK�DQG�$SSDODFKLDQ�&XPEHUODQG�
VXEUHJLRQ��DQG�UHSWLOH�GLYHUVLW\�ULFKQHVV�LV�KLJKHVW�LQ�DUHDV�
DFURVV�WKH�VRXWKHUQ�SRUWLRQ�RI�WKH�UHJLRQ��¿J������

+DELWDW�LVRODWLRQ�VRPHWLPHV�JLYHV�ULVH�WR�SRFNHWV�RI�KLJK�
HQGHPLVP��7KH�OHJDF\�RI�WKH�6RXWK¶V�ODQG�XVH�KLVWRU\�LV�
DQ�XQXVXDOO\�ODUJH�QXPEHU�RI�HQGDQJHUHG�DQG�RWKHUZLVH�
LPSHULOHG�SODQW�DQG�DQLPDO�VSHFLHV��2QJRLQJ�ODQG�XVH�FKDQJH�
DQG�IRUHVW�IUDJPHQWDWLRQ�FRXSOHG�ZLWK�FOLPDWH�FKDQJH�
FRQWLQXH�WR�WKUHDWHQ�WKH�KDELWDWV�IRU�PDQ\�LPSHULOHG�VSHFLHV��

$OWKRXJK�DOO�VXEUHJLRQV�RI�WKH�6RXWK�FRQWDLQ�VSHFLHV�DW�
ULVN��YHUWHEUDWH�DQG�SODQW�GLYHUVLW\�DQG�HQGDQJHUPHQW�DUH�
HVSHFLDOO\�KLJK�LQ�WKH�&RDVWDO�3ODLQ��+RW�VSRWV�RI�YHUWHEUDWH�
VSHFLHV�RI�FRQVHUYDWLRQ�FRQFHUQ�LQFOXGH�WKH�$WODQWLF�DQG�*XOI�
FRDVWV��3HQLQVXODU�)ORULGD��DQG�6RXWKHUQ�*XOI��+RW�VSRW�DUHDV�
IRU�SODQWV�RI�FRQFHUQ�LQFOXGH�WKH�$SDODFKLFROD�DUHD�RI�WKH�
6RXWKHUQ�*XOI�&RDVW��/DNH�:DOHV�5LGJH�DQG�WKH�DUHD�VRXWK�RI�
/DNH�2NHHFKREHH�LQ�3HQLQVXODU�)ORULGD��DQG�FRDVWDO�FRXQWLHV�
RI�1RUWK�&DUROLQD�LQ�WKH�$WODQWLF�&RDVWDO�3ODLQ��¿J�������

6HYHUDO�IRUFHV�RI�FKDQJH�DFWLQJ�RQ�KDELWDW�TXDOLW\�DUH�
IRUHFDVWHG�WR�DOVR�EH�FRQFHQWUDWHG�LQ�FRDVWDO�DUHDV��LQ�PDQ\�
FDVHV�ZKHUH�KLJK�OHYHOV�RI�XUEDQL]DWLRQ�DUH�H[SHFWHG��7KH�YDVW�
PDMRULW\�RI�LQWHQVLYHO\�PDQDJHG�IRUHVWV�DUH�ORFDWHG�LQ�WKLV�
UHJLRQ��DV�LV�QHDUO\�DOO�IRUHFDVWHG�JURZWK�LQ�SLQH�SODQWDWLRQV��
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)LJXUH���²&RXQW\�OHYHO�FRXQWV�IRU�)HGHUDO�VWDWXV�YDVFXODU�SODQW�VSHFLHV�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV��1DWXUH6HUYH�������
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&OLPDWH�FKDQJHV�DUH�IRUHFDVWHG�WR�FDXVH�VHD�OHYHO�ULVH��H[WHQG�
¿UH�VHDVRQV��DQG�LQFUHDVH�WKH�IUHTXHQF\�RI�ODUJH�¿UH�HYHQWV�
WKURXJKRXW�WKH�&RDVWDO�3ODLQ�

7KH�FRPELQDWLRQ�RI�LPSHULOHG�VSHFLHV�DQG�IRUFHV�RI�FKDQJH�
GH¿QHV�WKH�&RDVWDO�3ODLQ�DV�D�FULWLFDO�KRW�VSRW�DQG�)ORULGD�
DV�D�VSHFLDO�FRQFHUQ��¿J�������8UEDQ�GHYHORSPHQW�FRXOG�
WKUHDWHQ�FRDVWDO�VSHFLHV�DORQJ�WKH�$WODQWLF�2FHDQ�DQG�*XOI�
RI�0H[LFR�DQG�ZLWKLQ�WKH�)ORULGD�3HQLQVXOD��ZKLFK�VHUYHV�DV�
VWRSRYHU�KDELWDW�LQ�WKH�$WODQWLF�)O\ZD\�DQG�QHVWLQJ�KDELWDW�
IRU�LPSHULOHG�VHD�WXUWOHV��7KH�ÀRUD�RI�LQODQG�HFRV\VWHPV�LV�
WKUHDWHQHG�E\�FKDQJLQJ�¿UH�UHJLPHV��3URMHFWHG�LQXQGDWLRQ�
RI�PDQJURYH�DQG�FRDVWDO�OLYH�RDN�IRUHVWV�IURP�VHD�OHYHO�ULVH�
ZRXOG�UHGXFH�KDELWDW�IRU�VHYHUDO�WD[D��,Q�DGGLWLRQ��WKH�&RDVWDO�
3ODLQ�FRQWDLQV�PRVW�RI�WKH�6RXWK¶V�KLJKO\�YDOXHG�ORQJOHDI�
SLQH��3LQXV�SDOXVWULV���LWV�DUHD�FRXOG�EH�UHGXFHG�E\�ERWK�
XUEDQL]DWLRQ�DQG�PDQDJHPHQW�GULYHQ�WUDQVLWLRQ�RI�IRUHVW�
W\SHV��FKDOOHQJLQJ�RQJRLQJ�UHVWRUDWLRQ�HIIRUWV�

7KH�$SSDODFKLDQ�&XPEHUODQG�KLJKODQGV�FRQWDLQ�D�KLJK�
SHUFHQWDJH�RI�EDWV��VDODPDQGHUV��DQG�FRQFHQWUDWLRQV�RI�VHQVLWLYH�
SODQW�VSHFLHV�WKDW�DUH�RI�FRQVHUYDWLRQ�FRQFHUQ��7KH�FHQWUDO�
7HQQHVVHH�EDVLQ��DGMDFHQW�HVFDUSPHQW��DQG�KLJKODQG�ULP�DURXQG�
1DVKYLOOH�VXSSRUW�SODQWV�RI�OLPHVWRQH�JODGHV��SUDLULH�OLNH�DUHDV��
DQG�IRUHVWV��7KH�6RXWK�DOVR�FRQWDLQV�WKUHDWHQHG�KLJK�HOHYDWLRQ�
VSUXFH�¿U�IRUHVWV�LQ�WKH�6RXWKHUQ�$SSDODFKLDQV�

,Q�HDVWHUQ�7HQQHVVHH�DQG�ZHVWHUQ�1RUWK�&DUROLQD��IRUHVW�
ORVV��LQFUHDVHG�UHFUHDWLRQDO�XVH��UHVLGHQWLDO�GHYHORSPHQW�
QHDU�.QR[YLOOH�DQG�$VKHYLOOH��DQG�SRVVLEO\�FOLPDWH�ZDUPLQJ�
WKUHDWHQ�WR�UHGXFH�WKH�ULFK�ELRGLYHUVLW\�RI�WKH�6RXWKHUQ�
$SSDODFKLDQ�0RXQWDLQV��(YHQ�WKRXJK�ODUJH�SXEOLF�ODQG�
KROGLQJV��*UHDW�6PRN\�0RXQWDLQ�1DWLRQDO�3DUN��%OXH�5LGJH�
3DUNZD\��DQG�1DQWDKDOD��3LVJDK��DQG�&KHURNHH�1DWLRQDO�
)RUHVWV��EXIIHU�DQG�SURWHFW�WKHVH�KDELWDWV��UHVLGHQWLDO�
GHYHORSPHQW�DQG�JURZLQJ�UHFUHDWLRQDO�XVH�WKUHDWHQ�SODQW�
VSHFLHV��:DUPHU�DLU�WHPSHUDWXUHV��FKDQJHV�LQ�SUHFLSLWDWLRQ�
RU�¿UH�UHJLPH��DQG�LQFUHDVHV�LQ�FRPSHWLWLRQ�IURP�RIIVLWH�
SODQWV�PD\�WKUHDWHQ�VSHFLHV�RI�KLJK�HOHYDWLRQ�KDELWDWV��7KH�
%OXH�5LGJH�VXSSRUWV����VSHFLHV�RI�VDODPDQGHUV�����RI�ZKLFK�
DUH�LPSHULOHG�RU�YXOQHUDEOH��$Q\�ORVV�RI�KDELWDW�FRQQHFWLYLW\�
ZRXOG�PDNH�PLJUDWLRQ�GLI¿FXOW�IRU�WKHVH�VSHFLHV�

)RUHFDVWHG�FKDQJHV�LQ�WKH�,QWHULRU�/RZ�3ODWHDX�RI�FHQWUDO�
.HQWXFN\�DQG�7HQQHVVHH�WKUHDWHQ�EDWV�DQG�SODQWV�WKDW�DUH�
DVVRFLDWHG�ZLWK�OLPHVWRQH�JODGHV��8UEDQ�GHYHORSPHQW�LQ�WKH�
6RXWKHUQ�$SSDODFKLDQ�0RXQWDLQV�FRXOG�LPSHULO�WKH�GLYHUVLW\�
RI�VDODPDQGHUV��*URZLQJ�UHFUHDWLRQDO�XVH�RQ�SXEOLF�ODQGV�
�FKDSWHU����PD\�DGG�DGGLWLRQDO�SUHVVXUH�RQ�UDUH�FRPPXQLWLHV��
DQG�FOLPDWH�FKDQJH�WKUHDWHQV�VSHFLHV�HQGHPLF�WR�KLJK�
HOHYDWLRQ�DUHDV�
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:LOGOLIH�DQG�)RUHVW�&RPPXQLWLHV��)LQGLQJV�IURP�&KDSWHU���

��7KH�6RXWK�KDV�������QDWLYH�WHUUHVWULDO�YHUWHEUDWHV������DPSKLELDQV������ELUGV������PDPPDOV��DQG�����UHSWLOHV��
6SHFLHV�ULFKQHVV�LV�KLJKHVW�LQ�WKH�0LG�6RXWK�������DQG�&RDVWDO�3ODLQ��������UHÀHFWLQJ�ERWK�WKHLU�ODUJH�DUHD�DQG�
WKH�GLYHUVLW\�RI�KDELWDWV�ZLWKLQ�WKHP��
��7KH�JHRJUDSK\�RI�VSHFLHV�ULFKQHVV�YDULHV�E\�WD[D��$PSKLELDQV�ÀRXULVK�LQ�SRUWLRQV�RI�WKH�3LHGPRQW�DQG�
$SSDODFKLDQ�&XPEHUODQG�VXEUHJLRQV�DQG�DFURVV�WKH�&RDVWDO�3ODLQ��%LUG�ULFKQHVV�LV�KLJKHVW�DORQJ�WKH�FRDVW�
DQG�ZHWODQGV�RI�WKH�$WODQWLF�2FHDQ�DQG�*XOI�RI�0H[LFR��PDPPDO�ULFKQHVV�LV�KLJKHVW�LQ�WKH�0LG�6RXWK�DQG�
$SSDODFKLDQ�&XPEHUODQG�VXEUHJLRQV��DQG�UHSWLOH�GLYHUVLW\�LV�KLJKHVW�LQ�IRUHVWV�IDUWKHVW�VRXWK�
��7KH�6RXWK�KDV�����WHUUHVWULDO�YHUWHEUDWH�VSHFLHV�FRQVLGHUHG�WR�EH�RI�FRQVHUYDWLRQ�FRQFHUQ�����RI�ZKLFK�DUH�
IHGHUDOO\�OLVWHG��DQG�PRUH�WKDQ�����SODQW�VSHFLHV������RI�ZKLFK�DUH�IHGHUDOO\�OLVWHG��7KUHDWV�WR�ELRGLYHUVLW\�DUH�
UHJLRQ�ZLGH�
��7KH�SURSRUWLRQ�RI�VSHFLHV�DW�ULVN�YDULHV�DPRQJ�WD[RQRPLF�JURXSV�����SHUFHQW�RI�LPSHULOHG�YHUWHEUDWH�VSHFLHV�
DUH�DPSKLELDQV��IROORZHG�E\�UHSWLOHV�����SHUFHQW���PDPPDOV�����SHUFHQW���DQG�ELUGV�����SHUFHQW���7KH�&RDVWDO�
3ODLQ������DQG�0LG�6RXWK������OHDG�LQ�WKH�QXPEHUV�RI�LPSHULOHG�YHUWHEUDWH�VSHFLHV��IROORZHG�E\�WKH�$SSDODFKLDQ�
&XPEHUODQG�������3LHGPRQW�������DQG�0LVVLVVLSSL�$OOXYLDO�9DOOH\�����VXEUHJLRQV��
��+RW�VSRWV�RI�YHUWHEUDWH�VSHFLHV�RI�FRQVHUYDWLRQ�FRQFHUQ�LQFOXGH�WKH�$WODQWLF�2FHDQ�DQG�*XOI�RI�0H[LFR�
FRDVWV��3HQLQVXODU�)ORULGD��DQG�6RXWKHUQ�*XOI��(PHUJLQJ�DUHDV�RI�FRQFHUQ�LQFOXGH�VHFWLRQV�ZLWKLQ�WKH�
$SSDODFKLDQ�&XPEHUODQG�VXEUHJLRQ��%OXH�5LGJH��6RXWKHUQ�5LGJH�DQG�9DOOH\��&XPEHUODQG�3ODWHDX�DQG�
0RXQWDLQ��,QWHULRU�/RZ�3ODWHDX��DQG�0LG�6RXWK�VXEUHJLRQ��2]DUN�2XDFKLWD�+LJKODQGV��:HVW�7H[DV�%DVLQ�
DQG�5LGJH��DQG�&URVV�7LPEHUV��
��+RW�VSRW�DUHDV�IRU�SODQWV�RI�FRQFHUQ�DUH�%LJ�%HQG�1DWLRQDO�3DUN��WKH�$SDODFKLFROD�DUHD�RQ�WKH�*XOI�RI�0H[LFR��
/DNH�:DOHV�5LGJH�DQG�WKH�DUHD�VRXWK�RI�/DNH�2NHHFKREHH�LQ�3HQLQVXODU�)ORULGD��DQG�FRDVWDO�FRXQWLHV�RI�
1RUWK�&DUROLQD�LQ�WKH�$WODQWLF�&RDVWDO�3ODLQ��7KH�$SSDODFKLDQ�&XPEHUODQG�VXEUHJLRQ�DOVR�FRQWDLQ�SODQWV�
LGHQWL¿HG�E\�6WDWHV�DV�VSHFLHV�RI�FRQFHUQ�
��6SHFLHV�RI�FRQVHUYDWLRQ�FRQFHUQ�DUH�LPSHULOHG�E\�KDELWDW�DOWHUDWLRQ��LVRODWLRQ��LQYDVLYH�VSHFLHV��HQYLURQPHQWDO�
SROOXWDQWV��FRPPHUFLDO�GHYHORSPHQW��DQG�KXPDQ�GLVWXUEDQFH�DQG�H[SORLWDWLRQ��&RQGLWLRQV�SUHGLFWHG�E\�WKH�
IRUHFDVWV�ZRXOG�PDJQLI\�WKHVH�VWUHVVRUV��(DFK�VSHFLHV�YDULHV�LQ�LWV�YXOQHUDELOLW\�WR�IRUHFDVWHG�WKUHDWV��DQG�
WKHVH�WKUHDWV�YDU\�E\�VXEUHJLRQ��.H\�DUHDV�RI�FRQFHUQ�DULVH�ZKHUH�KRW�VSRWV�RI�YXOQHUDEOH�VSHFLHV�FRLQFLGH�
ZLWK�IRUHFDVWHG�VWUHVVRUV��
��7KHUH�DUH�����VSHFLHV�WKDW�DUH�SUHVXPHG�H[WLUSDWHG�IURP�VHOHFWHG�6WDWHV�LQ�WKH�6RXWK�����DUH�WHUUHVWULDO�
YHUWHEUDWHV�DQG�����DUH�YDVFXODU�SODQWV��2YHU�KDOI�RI�WKH�WHUUHVWULDO�YHUWHEUDWHV�ZHUH�DGGHG�WR�WKLV�OLVW�LQ�WKH�
ODVW�GHFDGH��)DFWRUV�FRQWULEXWLQJ�WR�WKHLU�GHPLVH�LQFOXGH�XUEDQ�JURZWK��LQGXVWULDO�GHYHORSPHQW��LQFRPSDWLEOH�
DJULFXOWXUDO�SUDFWLFHV��GHJUDGDWLRQ�RI�ZHWODQGV��DOWHUDWLRQ�RI�QDWXUDO�K\GURORJLFDO�FRQGLWLRQV��SHVWLFLGH�
FRQWDPLQDWLRQ��QDWXUDO�DQG�KXPDQ�FDXVHG�GLVWXUEDQFH��DQG�GHVWUXFWLRQ�RI�ORFDOO\�XQLTXH�KDELWDWV�VXFK�DV�
SUDLULH�OLNH�DUHDV��
��0LG�6RXWK��)RUHVW�ORVV�DQG�XUEDQ�JURZWK�LQ�WKH�2]DUN�2XDFKLWD�+LJKODQGV�WKUHDWHQ�FRQFHQWUDWLRQV�RI�SODQW�DQG�
DQLPDO�VSHFLHV��8UEDQ�GHYHORSPHQW�DORQJ�VRXWKHUQ�ERUGHUV�RI�7H[DV�DQG�/RXLVLDQD�LQ�WKH�&URVV�7LPEHUV�DQG�
:HVWHUQ�*XOI�VHFWLRQV�FRXOG�LPSDFW�D�ODUJH�QXPEHU�RI�UHSWLOHV�DQG�ELUGV��
��$SSDODFKLDQ�&XPEHUODQG��)RUHFDVWHG�FKDQJHV�LQ�WKH�,QWHULRU�/RZ�3ODWHDX�RI�FHQWUDO�.HQWXFN\�DQG�7HQQHVVHH�
WKUHDWHQ�EDWV�DQG�SODQWV�DVVRFLDWHG�ZLWK�OLPHVWRQH�JODGHV��8UEDQ�GHYHORSPHQW�LQ�WKH�6RXWKHUQ�$SSDODFKLDQ�
0RXQWDLQV�FRXOG�LPSHULO�WKH�GLYHUVLW\�RI�VDODPDQGHUV��5HFUHDWLRQDO�XVH�PD\�DGG�DGGLWLRQDO�SUHVVXUH�RQ�UDUH�
FRPPXQLWLHV��DQG�FOLPDWH�FKDQJH�WKUHDWHQV�VSHFLHV�HQGHPLF�WR�KLJK�HOHYDWLRQ�DUHDV��
��3LHGPRQW��6XEVWDQWLDO�XUEDQ�JURZWK�DQG�IRUHVW�ORVV�FRXOG�GHJUDGH�WKH�GLYHUVLW\�RI�DPSKLELDQV��PDPPDOV��DQG�
SODQWV��DOWKRXJK�VSHFLHV�LQ�LQDFFHVVLEOH�VLWHV��VXFK�DV�URFN�RXWFURSV��PD\�EH�OHVV�DW�ULVN��0DQDJHPHQW�RQ�SXEOLF�
ODQG�PD\�EHFRPH�GLI¿FXOW�GXH�WR�WKH�SRSXODWLRQ�SUHVVXUH�LQ�VXUURXQGLQJ�FRXQWLHV��6SHFLHV�LQ�DUHDV�WUDQVLWLRQDO�WR�
RWKHU�VXEUHJLRQV�PD\�DOVR�EH�WKUHDWHQHG�E\�FOLPDWH�FKDQJH�

�FRQWLQXHG�



��

�FRQWLQXHG��:LOGOLIH�DQG�)RUHVW�&RPPXQLWLHV��)LQGLQJV�IURP�&KDSWHU���

��0LVVLVVLSSL�$OOXYLDO�9DOOH\��8UEDQ�JURZWK�IRUHFDVWV�IRU�WKH�'HOWDLF�3ODLQ�FRXOG�GHJUDGH�WKH�ULFKQHVV�RI�
VKRUHELUGV�DQG�ZDWHUIRZO�LQ�WKH�ZHWODQGV�RI�WKH�0LVVLVVLSSL�)O\ZD\�DV�ZHOO�DV�KDELWDW�IRU�WKH�/RXLVLDQD�EODFN�
EHDU��6HD�OHYHO�ULVH�FRXOG�LQXQGDWH�WKH�FRDVWDO�KDELWDW�LQKDELWHG�E\�QXPHURXV�VSHFLHV�
��&RDVWDO�3ODLQ��8UEDQ�GHYHORSPHQW�FRXOG�WKUHDWHQ�VSHFLHV�DORQJ�ERWK�FRDVWV�DQG�ZLWKLQ�WKH�)ORULGD�3HQLQVXOD��ZKLFK�
VHUYHV�DV�VWRSRYHU�KDELWDW�LQ�WKH�$WODQWLF�)O\ZD\�DQG�QHVWLQJ�KDELWDW�IRU�LPSHULOHG�VHD�WXUWOHV��7KH�ÀRUD�RI�LQODQG�
HFRV\VWHPV�LV�WKUHDWHQHG�E\�FKDQJLQJ�¿UH�UHJLPHV��3URMHFWHG�LQXQGDWLRQ�RI�PDQJURYH�DQG�FRDVWDO�OLYH�RDN�IRUHVWV�
IURP�VHD�OHYHO�ULVH�ZRXOG�UHGXFH�KDELWDW�IRU�VHYHUDO�WD[D��
��+LJK�HOHYDWLRQ�IRUHVWV��6SUXFH�¿U�IRUHVWV�LQ�WKH�6RXWKHUQ�$SSDODFKLDQ�0RXQWDLQV�DUH�VXEMHFW�WR�DLU�SROOXWLRQ��
DFLG�GHSRVLWLRQ��DQG�QDWXUDO�GLVWXUEDQFHV��&OLPDWH�ZDUPLQJ�DQG�IXUWKHU�KRXVLQJ�GHYHORSPHQW�PD\�UHVXOW�LQ�
WKH�ORVV�RI�HQGHPLF�VSHFLHV�RU�FKDQJHV�LQ�VSHFLHV�UDQJHV�
��8SODQG�KDUGZRRG�IRUHVWV��'HFOLQHV�DUH�SUHGLFWHG�WR�EH����SHUFHQW�WKURXJKRXW�WKH�UHJLRQ�XQGHU�IRUHFDVWV�RI�
KLJK�OHYHOV�RI�XUEDQL]DWLRQ�DQG�ORZ�WLPEHU�SULFHV��3UHGLFWHG�QRUWKZDUG�VKLIWV�LQ�VSHFLHV�GLVWULEXWLRQV�FRXOG�
WKUHDWHQ�IRUHVW�LQWHULRU�VSHFLHV�DQG�UHDVVHPEOH�IRUHVW�W\SHV��LQFOXGLQJ�WKH�ZLGHO\�GLVWULEXWHG�RDN�KLFNRU\�
IRUHVW��
��/RQJOHDI�SLQH�IRUHVWV��3RUWLRQV�RI�WKH�&RDVWDO�3ODLQ�DUH�H[SHFWHG�WR�ORVH�DFUHDJH�XQGHU�IRUHFDVWV�RI�KLJK�
XUEDQL]DWLRQ�DQG�KLJK�WLPEHU�SULFHV��ZKLOH�VRXWK�FHQWUDO�)ORULGD�DQG�QRUWKZHVWHUQ�$ODEDPD�DUH�SUHGLFWHG�WR�
JDLQ�DFUHDJH�RI�WKLV�IRUHVW�W\SH��
��(DUO\�VXFFHVVLRQDO�IRUHVWV��8QGHU�WKH�IRUHFDVW�RI�KLJK�XUEDQL]DWLRQ�DQG�KLJK�WLPEHU�SULFHV��WKH�JUHDWHVW�ORVVHV�
DUH�H[SHFWHG�LQ�WKH�1RUWKHUQ�5LGJH�DQG�9DOOH\�VHFWLRQ�RI�WKH�$SSDODFKLDQ�&XPEHUODQG��VRXWKHUQ�)ORULGD�DQG�
DVVRFLDWHG�.H\V��DQG�VFDWWHUHG�ORFDWLRQV�LQ�FRDVWDO�9LUJLQLD�DQG�1RUWK�&DUROLQD��*DLQV�DUH�H[SHFWHG�LQ�WKH�
5LGJH�DQG�9DOOH\�RI�HDVWHUQ�7HQQHVVHH��&XPEHUODQG�3ODWHDX�DQG�0RXQWDLQV��$SDODFKLFROD�DUHD�RI�)ORULGD��
2]DUN�2XDFKLWD�+LJKODQGV��DQG�DGMDFHQW�QRUWKHUQ�DUHD�RI�WKH�0LVVLVVLSSL�$OOXYLDO�9DOOH\��
��&OLPDWH�FKDQJH�LV�DQ�DGGLWLRQDO�VRXUFH�RI�VWUHVV�RQ�WHUUHVWULDO�VSHFLHV�DQG�HFRV\VWHPV��3URMHFWLRQV�RI�
WHPSHUDWXUH�LQFUHDVH�DQG�YDULDELOLW\�LQ�SUHFLSLWDWLRQ�SDWWHUQV�PD\�FKDQJH�WKH�IXWXUH�GLVWULEXWLRQ�RI�PDQ\�
VSHFLHV��LQÀXHQFLQJ�VHDVRQDO�PRYHPHQW��UHFUXLWPHQW��DQG�PRUWDOLW\��6SHFLHV�PD\�PRYH�LQWR�WKH�KDELWDWV�RI�
RWKHUV��FUHDWLQJ�QHZ�DVVHPEODJHV��FOLPDWH�LQGXFHG�FKDQJHV�LQ�SKHQRORJ\�ZRXOG�DIIHFW�WKH�DYDLODELOLW\�RI�
UHVRXUFHV�IRU�QHVWLQJ�DQG�IHHGLQJ��
��6SHFLHV�DW�ULVN�IURP�FOLPDWH�FKDQJH�LQFOXGH�WKRVH�ZLWK�UHVWULFWHG�JHRJUDSKLF�UDQJHV��SDWFK\�GLVWULEXWLRQV��
DQG�WKRVH�WKDW�RFFXU�DW�WKH�PDUJLQV�RI�WKHLU�UDQJHV��2WKHU�FKDUDFWHULVWLFV�LQFOXGH�OLPLWHG�GLVSHUVDO�DELOLW\��ORZ�
JHQHWLF�GLYHUVLW\��DI¿QLW\�WR�DTXDWLF�KDELWDWV��QDUURZ�SK\VLRORJLFDO�WROHUDQFH��DQG�ODWH�PDWXUDWLRQ�
��&RPPXQLWLHV�DW�KLJK�HOHYDWLRQV��JUDVVODQG�FRPPXQLWLHV��DQG�ZHWODQG�HFRV\VWHPV�PD\�EH�SDUWLFXODUO\�VXVFHSWLEOH�
WR�FOLPDWH�FKDQJH��6SHFLHV�ZKRVH�UDQJHV�DUH�OLPLWHG�WR�FRDVWDO�DUHDV�ZLOO�EH�YXOQHUDEOH�WR�SURMHFWHG�FKDQJHV�LQ�VHD�
OHYHO��6HD�OHYHO�ULVH�PD\�LQXQGDWH�EDUULHU�LVODQGV��FRDVWDO�ZHWODQGV��DQG�PDUVKHV�RI�WKH�&RDVWDO�3ODLQ��DV�ZHOO�DV�
DUHDV�DORQJ�WKH�$WODQWLF�2FHDQ�DQG�*XOI�RI�0H[LFR��
��7KH�IRUHFDVWV�SRVH�FKDOOHQJHV�RQ�KRZ�EHVW�WR�LPSOHPHQW�IXWXUH�FRQVHUYDWLRQ�DQG�PDQDJHPHQW�VWUDWHJLHV��
1HZ�WRROV�DQG�DSSURDFKHV�WR�PDQDJLQJ�XQFHUWDLQW\��VXFK�DV�VFHQDULR�SODQQLQJ��VHQVLWLYLW\�DQDO\VLV��RU�
HFRORJLFDO�ULVN�DQDO\VLV��PD\�EHFRPH�URXWLQH��
��,QWHJUDWLQJ�FOLPDWH�VFLHQFH�LQWR�PDQDJHPHQW�SODQQLQJ�ZLOO�EH�LPSRUWDQW��DFFRPSDQLHG�E\�PRQLWRULQJ�
VWUDWHJLHV�WKDW�LGHQWLI\�SDWWHUQV�LQ�GLVWXUEDQFH��SKHQRORJ\��DQG�UDQJH�VKLIWV��$V�IXWXUH�LPSDFWV�RFFXU�DFURVV�
ODUJH�DUHDV��WKH�DSSURSULDWH�GHFLVLRQ�PDNLQJ�OHYHO�PD\�VKLIW�WR�LQFOXGH�ODQGVFDSH�RU�UHJLRQDO�VFDOHV��WHPSRUDO�
VFDOHV�PD\�EH�ORQJHU�WKDQ�W\SLFDOO\�FRQVLGHUHG�
��$Q�XQGHUVWDQGLQJ�RI�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�IRUHFDVWV�DQG�WKH�JHRJUDSKLF�SDWWHUQ�RI�VSHFLHV�RFFXUUHQFH�
ZRXOG�LPSURYH�SODQQLQJ�HIIRUWV��7KH�LPSOLFDWLRQV�IRU�WKH�FRQVHUYDWLRQ�RI�VRXWKHUQ�VSHFLHV�DUH�VLJQL¿FDQW��LQ�WKH�
PLGVW�RI�D�JURZLQJ�UHJLRQ��WKH�SURYLVLRQ�RI�ELRORJLFDO�GLYHUVLW\�ZLOO�EHFRPH�D�FULWLFDO�FRQVHUYDWLRQ�LVVXH��



��

����,QFUHDVLQJ�SRSXODWLRQV�ZRXOG�LQFUHDVH�
GHPDQG�IRU�IRUHVW�EDVHG�UHFUHDWLRQ�ZKLOH�
WKH�DYDLODELOLW\�RI�ODQG�WR�PHHW�WKHVH�QHHGV�
LV�IRUHFDVWHG�WR�GHFOLQH�

5HFUHDWLRQ�GHPDQG�KDV�HYROYHG�RYHU�WLPH��FKDSWHU����DQG�LV�
IRUHFDVWHG�WR�LQFUHDVH�DQG�FKDQJH�WKURXJK�������FKDSWHU������
$W�WKH�VDPH�WLPH��IRUHVW�DUHD�GHFOLQHV�ZKLOH�WKH�VPDOO�
SRUWLRQ�RI�SXEOLF�IRUHVW�DUHD��OHVV�WKDQ����SHUFHQW�RI�DOO�IRUHVW�
ODQG��UHPDLQV�VWDEOH��7KH�UHVXOW�LV�D�GHFOLQH�LQ�UHFUHDWLRQ�
RSSRUWXQLWLHV�DQG�DQ�LQFUHDVH�LQ�UHFUHDWLRQ�FRQJHVWLRQ��ZLWK�
WKH�SRWHQWLDO�IRU�FRQÀLFW�DPRQJ�XVHU�JURXSV�

%\�������WKH�QXPEHU�RI�VRXWKHUQ�DGXOWV�SDUWLFLSDWLQJ�LQ�HDFK�
RI����SRSXODU�RXWGRRU�UHFUHDWLRQ�DFWLYLWLHV�LV�SURMHFWHG�WR�
LQFUHDVH��7KH�DFWLYLW\�ZLWK�WKH�VPDOOHVW�JURZWK�LQ�SDUWLFLSDWLRQ�
LV�KXQWLQJ���±���SHUFHQW���7KH�DFWLYLW\�SURMHFWHG�WR�JURZ�WKH�
PRVW�LV�GD\�KLNLQJ����±����SHUFHQW���6RXWKHUQ�QDWLRQDO�IRUHVW�
UHFUHDWLRQ�YLVLWV�DUH�SURMHFWHG�WR�LQFUHDVH�DFURVV�DOO�VLWH�W\SHV��
IHGHUDOO\�GHVLJQDWHG�ZLOGHUQHVV�DUHDV����±���SHUFHQW���GD\�XVH�
GHYHORSHG�VLWHV����±���SHUFHQW���RYHUQLJKW�XVH�GHYHORSHG�VLWHV��
���±���SHUFHQW���DQG�JHQHUDO�IRUHVW�DUHDV����±���SHUFHQW��

%\�������DFUHV�RI�VRXWKHUQ�IRUHVW�DQG�UDQJHODQG�SHU�UHFUHDWLRQ�
SDUWLFLSDQW�LV�H[SHFWHG�WR�GHFOLQH�E\�XS�WR����SHUFHQW�DFURVV�
WKH�YDULRXV�DFWLYLWLHV�DV�WKH�QXPEHU�RI�SDUWLFLSDQWV�LQFUHDVHV�
DQG�IRUHVW�DUHD�GHFUHDVHV��+LNLQJ�ZRXOG�EH�WKH�PRVW�DIIHFWHG�
DFWLYLW\��DQG�KXQWLQJ�ZRXOG�EH�WKH�OHDVW�DIIHFWHG�

*HQHUDOO\�VSHDNLQJ��WKH�QXPEHU�RI�SURMHFWHG�SDUWLFLSDQWV�
DQG�GD\V�RI�SDUWLFLSDWLRQ�DUH�H[SHFWHG�WR�LQFUHDVH�DW�D�UDWH�
QHDU�RU�VRPHZKDW�EHORZ�UHJLRQDO�SRSXODWLRQ�JURZWK��¿J�������
)RU�D�IHZ�DFWLYLWLHV²H�J���GHYHORSHG�VLWH�XVH��KLNLQJ��DQG�
ELUGLQJ²SDUWLFLSDQW�QXPEHUV�DV�ZHOO�DV�GD\V�RI�SDUWLFLSDWLRQ�
DUH�SURMHFWHG�WR�JURZ�IDVWHU�WKDQ�UHJLRQDO�SRSXODWLRQ�JURZWK��
2WKHU�DFWLYLWLHV�W\SLFDOO\�DVVRFLDWHG�ZLWK�KLJKHU�LQFRPH²H�J���
KRUVHEDFN�ULGLQJ�RQ�WUDLOV��PRWRUL]HG�ZDWHU�XVH��DQG�QRQ�
PRWRUL]HG�ZDWHU�XVH²DUH�IRUHFDVWHG�WR�JURZ�IDVWHU�WKDQ�
WKH�SRSXODWLRQ�LI�KLJKHU�LQFRPH�OHYHOV�DUH�UHDOL]HG��DV�LQ�
&RUQHUVWRQH�)XWXUHV�$�DQG�%���2WKHUZLVH��WKH\�ZLOO�OLNHO\�
JURZ�DW�UDWHV�VOLJKWO\�ORZHU�WKDQ�SRSXODWLRQ�

'HQVLW\�RI�XVH�RI�QDWLRQDO�IRUHVW�DUHD�LV�H[SHFWHG�WR�ULVH�E\��
��±���SHUFHQW�DV�SDUWLFLSDQWV�LQFUHDVLQJO\�VXEVWLWXWH�QDWLRQDO�
IRUHVWV�IRU�SULYDWH�IRUHVW�DQG�UDQJHODQGV�WKDW�KDYH�EHHQ�UHGXFHG�
E\�XUEDQ�GHYHORSPHQW��%HFDXVH�JHQHUDO�IRUHVW�DUHD�UHFUHDWLRQ�
XVH²LQFOXGLQJ�KXQWLQJ��PRWRUL]HG�RII�URDG�XVH��DQG�KRUVHEDFN�
ULGLQJ�RQ�WUDLOV²UHTXLUHV�PRUH�VSDFH�SHU�XVHU�IRU�KLJK�TXDOLW\�
�DQG�VDIH��H[SHULHQFHV��WKH�SURMHFWHG�LQFUHDVH�LQ�XVH�GHQVLW\�
ZRXOG�EH�SDUWLFXODUO\�FKDOOHQJLQJ�WR�QDWLRQDO�IRUHVW�PDQDJHUV��
&RQÀLFWV�GXH�WR�FRQJHVWLRQ�PD\�LQFUHDVH�QRW�RQO\�ZLWKLQ�
DFWLYLWLHV��VXFK�DV�PRWRUL]HG�RII�URDG�XVHUV�UXQQLQJ�LQWR�HDFK�
RWKHU�¿JXUDWLYHO\�DQG�OLWHUDOO\���EXW�DOVR�DFURVV�DFWLYLWLHV��ZLWK�
PRWRUL]HG�RII�URDG�XVHUV�GLVWXUELQJ�JDPH�VRXJKW�E\�KXQWHUV�
DQG�GHJUDGLQJ�WKH�KXQWLQJ�H[SHULHQFH���

$FURVV�DOO�DFWLYLWLHV�DQG�YHQXHV��SULYDWH�DQG�SXEOLF��WKHUH�
LV�VWURQJ�HYLGHQFH�WR�VXJJHVW�WKDW�WKH�QXPEHU�RI�VRXWKHUQ�
RXWGRRU�UHFUHDWLRQ�SDUWLFLSDQWV�DQG�WKHLU�DQQXDO�GD\V�RI�XVH�DUH�
H[SHFWHG�WR�JURZ�RYHU�WKH�QH[W���GHFDGHV��SXWWLQJ�LQFUHDVLQJ�
SUHVVXUH�RQ�H[LVWLQJ�LQIUDVWUXFWXUH��ERWK�EXLOW�DQG�QDWXUDO��DQG�
WKXV�VWUHVVLQJ�WKH�UHFUHDWLRQ�FDUU\LQJ�FDSDFLW\�RI�IRUHVW�DQG�
UDQJHODQG�UHVRXUFHV��¿J�������,W�PD\�VRPHWLPHV�EH�SRVVLEOH�
WR�UHOLHYH�FRQJHVWLRQ�E\�LQYHVWLQJ�LQ�DQG�EXLOGLQJ�PRUH�
LQIUDVWUXFWXUH��VXFK�DV�KLNLQJ�WUDLOV�RQ�SXEOLF�ODQGV��3ULYDWH�ODQG�
RZQHUV�PD\�DOVR�KHOS�WR�PHHW�LQFUHDVHG�GHPDQG�E\�EXLOGLQJ�
UHFUHDWLRQ�LQIUDVWUXFWXUH��6RXWKHUQ�PDUNHWV�IRU�KXQWLQJ�DQG�
RWKHU�FRQVXPSWLYH�UHFUHDWLRQDO�DFWLYLWLHV�RQ�SULYDWH�ODQGV�KDYH�
KLVWRULFDOO\�EHHQ�IDLUO\�ODUJH�DQG�PD\�JURZ�IXUWKHU��2ZQHUV�RI�
UHPDLQLQJ�SULYDWH�ODQG�PD\�DOVR�EH�DEOH�WR�VHUYH�WKH�LQFUHDVHG�
GHPDQG�IRU�QRQ�FRQVXPSWLYH�UHFUHDWLRQDO�DFWLYLWLHV�E\�LQYHVWLQJ�
LQ�LQIUDVWUXFWXUH�WUDGLWLRQDOO\�SURYLGHG�E\�SXEOLF�ODQGV��VXFK�DV�
KLNLQJ�WUDLOV�DQG�ELUG�ZDWFKLQJ�IDFLOLWLHV���5HWXUQV�WR�UHFUHDWLRQ�
LQYHVWPHQWV�FRXOG�SURYLGH�DQRWKHU�UHYHQXH�VWUHDP�WR�SULYDWH�
IRUHVW�RZQHUV��WKHUHE\�LQFUHDVLQJ�WKH�UHWHQWLRQ�RI�IRUHVW�FRYHU�RQ�
SULYDWH�ODQGV�LQ�WKH�6RXWK�
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���RXWGRRU�UHFUHDWLRQ�DFWLYLWLHV�LQ�WKH�6RXWKHUQ�8QLWHG�6WDWHV������±���
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5HFUHDWLRQ�LQ�D�6KLIWLQJ�6RFLHWDO�/DQGVFDSH��)LQGLQJV�IURP�&KDSWHUV���DQG��

��7KH�6RXWK�JUHZ�FRQVLGHUDEO\�IDVWHU�������SHUFHQW��LQ�SRSXODWLRQ�LQ�WKH����\HDUV�IURP������WR������WKDQ�
WKH�1DWLRQ�DV�D�ZKROH�������SHUFHQW���7KH�UHJLRQ�KDV�MXVW�RYHU�KDOI�RI�WKH�1DWLRQ¶V�QRQ�+LVSDQLF�$IULFDQ�
$PHULFDQ�SRSXODWLRQ�������PLOOLRQ��DQG�LV�D�FORVH�VHFRQG�WR�WKH�5RFN\�0RXQWDLQV�LQ�WKH�VL]H�DQG�JURZWK�UDWH�
RI�WKH�$PHULFDQ�,QGLDQ�SRSXODWLRQ��6LQFH�������WKH�6RXWK��KHDYLO\�LQÀXHQFHG�E\�7H[DV�DQG�)ORULGD��SDVVHG�
WKH�3DFL¿F�&RDVW��VWURQJO\�LQÀXHQFHG�E\�&DOLIRUQLD��LQ�+LVSDQLF�SRSXODWLRQ�WR�OHDG�WKH�1DWLRQ��ZLWK�JURZWK�
DOVR�HVSHFLDOO\�KLJK�LQ�1RUWK�&DUROLQD�DQG�*HRUJLD�
��7KH�KLJKHVW�JURZWK�LQ�GHQVLW\�RI�SRSXODWLRQ��SHUVRQV�SHU�VTXDUH�PLOH��RFFXUUHG�GRZQ�WKH�3LHGPRQW�DQG�
6RXWKHUQ�$SSDODFKLDQ�0RXQWDLQV�IURP�1RUWK�&DUROLQD�WR�$ODEDPD��DORQJ�WKH�FRDVWV�RI�)ORULGD��DQG�DURXQG�
WKH�PDMRU�FLWLHV�RI�7H[DV��6RPH�RI�WKLV�JURZWK�ZDV�VXEVWDQWLDO�DQG�H[FHHGHG�WKH�8�6��&HQVXV�%XUHDX�
GH¿QLWLRQ�RI�DQ�XUEDQ�DUHD������SHUVRQV�SHU�VTXDUH�PLOH��,Q�DUHDV�OLNH�HDVWHUQ�7H[DV��KLJKHU�FRQFHQWUDWLRQV�RI�
SHRSOH�LQ�SODFHV�QHDU�SXEOLF�ODQGV�DQG�ERGLHV�RI�ZDWHU�DUH�OLNHO\�WR�SXW�LQFUHDVLQJ�SUHVVXUHV�RQ�WKHVH�OLPLWHG�
UHVRXUFHV�
��:LWK�PRGHUDWH�JURZWK��WRWDO�SRSXODWLRQ�LQ�WKH�8QLWHG�6WDWHV�LV�SURMHFWHG�WR�H[FHHG�����PLOOLRQ�SHRSOH�E\�
������DQ�LQFUHDVH�RI�PRUH�WKDQ����SHUFHQW��3URMHFWHG�JURZWK�IRU�WKH�6RXWK�LV�H[SHFWHG�WR�EH�QHDUO\����SHUFHQW��
7KH�$WODQWLF�6WDWHV�DUHD�RI�WKH�6RXWK�UDQNV�VHFRQG�DPRQJ�LWV�QLQH�8�6��FRXQWHUSDUWV��ZLWK�D����SHUFHQW�
IRUHFDVWHG�LQFUHDVH�LQ�SRSXODWLRQ��IROORZHG�E\�WKH�3DFL¿F�1RUWKZHVW�ZLWK����SHUFHQW��2I�WKH����6RXWKHUQ�
6WDWHV��)ORULGD��9LUJLQLD��DQG�7H[DV�DUH�SURMHFWHG�WR�JURZ�IDVWHU�WKDQ�WKH�VRXWKZLGH�UDWH�RI����SHUFHQW��
��2QH�RYHUULGLQJ�UHFUHDWLRQ�WUHQG�VHHPV�FOHDU²ZKDW�SHRSOH�QRZ�FKRRVH�WR�GR�IRU�RXWGRRU�UHFUHDWLRQ�LV�
GLIIHUHQW�IURP�FKRLFHV�PDGH�E\�DQG�DYDLODEOH�WR�SUHYLRXV�JHQHUDWLRQV��)LVKLQJ�DQG�KXQWLQJ��RIWHQ�FRQVLGHUHG�
ZLGHO\�SRSXODU�DQG�DPRQJ�WKH�PRUH�³WUDGLWLRQDO´�RI�RXWGRRU�DFWLYLWLHV��DUH�VWLOO�VRPHZKDW�SRSXODU�EXW�DUH�
EHLQJ�UHSODFHG�E\�RWKHU�DFWLYLWLHV�VXFK�DV�ZLOGOLIH�RU�ELUG�ZDWFKLQJ�DQG�SKRWRJUDSK\�
��2I�WKH�PRVW�SRSXODU�DFWLYLWLHV�LQ�WKH�6RXWK��KDYLQJ�RYHU����PLOOLRQ�SDUWLFLSDQWV���WKH�WRS�VL[�VORWV�ZHUH�
RFFXSLHG�E\�ZDONLQJ�IRU�SOHDVXUH��IDPLO\�JDWKHULQJV�RXWGRRUV��JDUGHQLQJ�RU�ODQGVFDSLQJ��YLHZLQJ�
SKRWRJUDSKLQJ�QDWXUDO�VFHQHU\��VLJKWVHHLQJ��DQG�YLVLWLQJ�RXWGRRU�QDWXUH�FHQWHUV��2WKHU�SRSXODU�JURZWK�
DFWLYLWLHV�LQFOXGH�GULYLQJ�IRU�SOHDVXUH��YLHZLQJ�SKRWRJUDSKLQJ�ÀRZHUV�DQG�WUHHV��YLHZLQJ�SKRWRJUDSKLQJ�
ZLOGOLIH��EHVLGHV�ELUGV�DQG�¿VK���VZLPPLQJ�LQ�DQ�RXWGRRU�SRRO��DQG�SLFQLFNLQJ��$FWLYLWLHV�RULHQWHG�WRZDUG�
YLHZLQJ�DQG�SKRWRJUDSKLQJ�QDWXUH��VFHQHU\��ÀRZHUV�WUHHV��DQG�ZLOGOLIH��KDYH�EHHQ�DPRQJ�WKH�IDVWHVW�JURZLQJ�
LQ�SRSXODULW\�
��/HVV�WKDQ���SHUFHQW�RI�)HGHUDO�ODQG��DERXW������PLOOLRQ�DFUHV��LV�LQ�WKH�6RXWK�����SHUFHQW�RI�ZKLFK�LV�PDQDJHG�
E\�WKH�)RUHVW�6HUYLFH��0RUH�WKDQ����SHUFHQW�RI�)HGHUDO�ODQG�LV�ORFDWHG�LQ�WKH�:HVWHUQ�8QLWHG�6WDWHV��
��)HGHUDO�DFUHDJH�FKDQJHV�YHU\�OLWWOH�RYHU�WLPH��EXW�SRSXODWLRQ�FKDQJHV�JUHDWO\��,Q�WKH�6RXWK��)HGHUDO�DFUHV�SHU�
������SHUVRQV�GHFOLQHG�VOLJKWO\�IDVWHU�WKDQ�WKH�QDWLRQDO�UDWH��ZLWK�D������SHUFHQW�GHFUHDVH�LQ�DFUHV�SHU�������
SHRSOH�VLQFH������
��)HGHUDO�DQG�6WDWH�SDUN�ODQG�DUHD�LQ�WKH�6RXWK�LV�H[SHFWHG�WR�UHPDLQ�UHODWLYHO\�FRQVWDQW�RYHU�WLPH��&XUUHQWO\��
��SHUFHQW�RI�WKH�WRWDO�DUHD�LV�)HGHUDO�RU�6WDWH�SDUN�ODQG��OHVV�WKDQ�����DFUHV�SHU�SHUVRQ��E\������H[SHFWHG�WR�
GHFUHDVH�WR������DFUHV��DERXW����SHUFHQW�RI�WKH������OHYHO��%HFDXVH�RI�SRSXODWLRQ�JURZWK��WKH�SURMHFWHG�GHFOLQH�
LV�JUHDWHU�IRU�WKH�6RXWK�WKDQ�WKH�1DWLRQ�
��7RWDO�QRQ�)HGHUDO�IRUHVW�ODQG�DUHD�LV�H[SHFWHG�WR�FKDQJH�ZLWK�FRQWLQXLQJ�FRQYHUVLRQV�IURP�IRUHVWV�DQG�
IDUPODQGV�WR�FLWLHV�DQG�VXEXUEV��&XUUHQWO\��PRUH�WKDQ����SHUFHQW�RI�WRWDO�ODQG�DUHD�LQ�WKH�6RXWK�LV�QRQ�)HGHUDO�
IRUHVW��RU������DFUHV�SHU�SHUVRQ��%\�������QRQ�)HGHUDO�IRUHVW�LV�SUHGLFWHG�WR�GHFOLQH�WR������DFUHV�SHU�SHUVRQ��
RU����SHUFHQW�RI�WKH������OHYHO��7KH�SURMHFWHG�GHFOLQH�LV�JUHDWHU�IRU�WKH�6RXWK�WKDQ�WKH�1DWLRQ�EHFDXVH�RI�
SRSXODWLRQ�JURZWK�DQG�LQFUHDVHG�GHYHORSPHQW�
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7KLV�UHSRUW�VXPPDUL]HV�WKH�¿QGLQJV�RI�WKH�6RXWKHUQ�)RUHVW�
)XWXUHV�3URMHFW��DQ�HIIRUW�WR�DQWLFLSDWH�WKH�IXWXUH�DQG�WR�
DQDO\]H�ZKDW�WKH�LQWHUDFWLRQ�RI�IXWXUH�FKDQJHV�PLJKW�PHDQ�
IRU�WKH�6RXWK¶V�IRUHVWV�DQG�WKH�YDOXDEOH�VHUYLFHV�WKH\�SURYLGH��
,Q�VR�GRLQJ��ZH�H[SORUH�D�ODE\ULQWK�RI�GULYLQJ�IDFWRUV��IRUHVW�
RXWFRPHV��DQG�KXPDQ�LPSOLFDWLRQV�WR�VNHWFK�RXW�KRZ�WKH�
ODQGVFDSH�RI�WKH�6RXWK�PLJKW�FKDQJH�LQ�WKH�IXWXUH��7KLV�
UHSRUW�GLVWLOOV�WKH����FKDSWHUV�RI�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�
3URMHFW�WHFKQLFDO�UHSRUW��:HDU�DQG�*UHLV��LQ�SUHVV��LQWR����NH\�
¿QGLQJV��

)LUVW�DQG�IRUHPRVW�LV�WKH�FRPSOH[LW\�RI�VRXWKHUQ�IRUHVW�
IXWXUHV��0XOWLSOH�IDFWRUV�ZLOO�LQWHUDFW�WR�GH¿QH�FKDQJHV�LQ�
IRUHVW�FRQGLWLRQV�DQG�EHQH¿W�ÀRZV�VR�WKDW�DQ\�DVVHVVPHQW�
IRFXVHG�RQ�RQO\�RQH�RI�WKHVH�IDFWRUV�FRXOG�EH�PLVOHDGLQJ��
7KH�&RUQHUVWRQH�)XWXUHV�SURYLGH�RQH�ZD\�WR�MRLQWO\�H[DPLQH�
WKHVH�PXOWLSOH�IRUFHV�LQ�D�FRKHUHQW�IDVKLRQ��-RLQWO\�GHWHUPLQHG�
SURMHFWLRQV�RI�SRSXODWLRQ��HFRQRPLF��DQG�FOLPDWH�DUH�GHULYHG�
IURP�LQWHUQDOO\�FRQVLVWHQW�ZRUOGYLHZV�RU�VWRU\OLQHV�OLQNHG�WR�
WKH������53$�$VVHVVPHQW�DQG�WKH�,QWHUJRYHUQPHQWDO�3DQHO�
RQ�&OLPDWH�&KDQJH�DQDO\VHV��86'$�)RUHVW�6HUYLFH��������
$�ODUJH�QXPEHU�RI�SRWHQWLDO�IXWXUHV�ZHUH�UHGXFHG�WR�WKH�VL[�
&RUQHUVWRQH�)XWXUHV�WR�FDSWXUH�D�UHSUHVHQWDWLYH�UDQJH�RI�
IXWXUH�FRQGLWLRQV�DQG�WR�FRQVWUXFW�D�FRPSUHKHQVLYH�DQDO\WLFDO�
DSSURDFK�IRU�DGGUHVVLQJ�WKH�PHWD�LVVXHV��7KH�UDQJH�RI�IXWXUHV�
DOVR�LOOXVWUDWHV�XQFHUWDLQW\�UHJDUGLQJ�WKH�IXWXUH�DQG�KLJKOLJKWV�
WKH�NH\�YDULDEOHV�DIIHFWLQJ�IXWXUH�IRUHVW�FRQGLWLRQV�

7KH�NH\�¿QGLQJV�GHYHORSHG�IRU�WKLV�VXPPDU\�UHSRUW�
V\QWKHVL]H�¿QGLQJV�IURP�LQGLYLGXDO�FKDSWHUV�LQ�WKH�WHFKQLFDO�
UHSRUW�EXW�GLVFXVV�RQO\�D�SRUWLRQ�RI�WKH�GHWDLOHG�UHVXOWV�VR�
WKDW�ZH�FRXOG�KLJKOLJKW�ZKDW�ZH�EHOLHYH�LV�WKH�PRVW�LPSRUWDQW�
LQIRUPDWLRQ�IRU�PDQDJHUV�DQG�SROLF\�DQDO\VWV��.H\HG�WR�WKH�
LQGLYLGXDO�FKDSWHUV�RI�WKH�WHFKQLFDO�UHSRUW��WKLV�GLVFXVVLRQ�RI�
NH\�¿QGLQJV�DOVR�SURYLGHV�OLQNV�WR�RXU�PRUH�GHWDLOHG�¿QGLQJV��

$OO����NH\�¿QGLQJV�SURYLGH�LQVLJKWV�LQWR�WKH�PHFKDQLVPV�DQG�
UHODWLYH�PDJQLWXGHV�RI�FKDQJHV�DQWLFLSDWHG�IRU�WKH�UHJLRQ��
7DNHQ�DV�D�ZKROH��WKH\�HPSKDVL]H�WKH�UROH�DQG�WKH�LQÀXHQFH�RI�
SULYDWH�ODQGRZQHUVKLS�LQ�WKH�6RXWK�LQ�GHWHUPLQLQJ�IXWXUH�IRUHVW�
FRQGLWLRQV��,QÀXHQFHG�E\�PDUNHWV�DQG�E\�YDOXHV�RI�DOWHUQDWLYH�
ODQG�DQG�IRUHVW�XVHV��WKH�6RXWK¶V�IRUHVWV�KDYH�HYROYHG�UDSLGO\�
RYHU�WKH�SDVW�KDOI�FHQWXU\�DQG�FRXOG�FKDQJH�MXVW�DV�UDSLGO\�RYHU�
WKH�QH[W����\HDUV��,Q�JHQHUDO��VRFLRHFRQRPLF�IDFWRUV�UDWKHU�WKDQ�
FOLPDWH�IDFWRUV�GRPLQDWH�IRUHVW�IXWXUHV�LQ�WKH�HDUO\�VWDJHV�RI�RXU�
IRUHFDVWV��%XW�WKH�WLPH�IUDPHV�RI�WKHVH�IRUFHV�RI�FKDQJH�YDU\��
DQG�LW�LV�XVHIXO�WR�WKLQN�DERXW�KRZ�LPSDFWV�FRXOG�SOD\�RXW�RYHU�
WKH�VKRUW��PHGLXP��DQG�ORQJ�UXQV�

6KRUW�UXQ�FKDQJHV��GH¿QHG�KHUH�DV�WKH�QH[W����\HDUV��DUH�
GRPLQDWHG�E\�WKH�RQJRLQJ�H[SDQVLRQ�RI�WKH�6RXWK¶V�SRSXODWLRQ�
DQG�HFRQRP\��8UEDQL]DWLRQ�DQG�ORVV�RI�IRUHVWV�DQG�RWKHU�UXUDO�
ODQG�ZLOO�OLNHO\�FRQWLQXH�WR�UHVKDSH�ODQGVFDSH�FRQGLWLRQV��
3RSXODWLRQV�DUH�H[SHFWHG�WR�JURZ�DQG�FRQVROLGDWH�DURXQG�
FLWLHV��H[SDQGLQJ�WKH�ZLOGODQG�XUEDQ�LQWHUIDFH�ZKLOH�UHGXFLQJ�

SRSXODWLRQV�LQ�VRPH�RI�WKH�PRVW�UXUDO�DUHDV��,QFUHDVLQJ�UHWXUQV�
WR�IRUHVW�RZQHUVKLS��LQFOXGLQJ�WLPEHU�SURGXFWV�EXW�DOVR�UHWXUQV�
IURP�RWKHU�HFRV\VWHP�VHUYLFHV�HQFRXUDJHV�UHWHQWLRQ�RI�IRUHVWV�
DQG�ZRXOG�PLWLJDWH�IRUHVW�ORVVHV��2ZQHUVKLS�FKDQJHV�ZLWKLQ�
WKH�FRPPHUFLDO�DQG�IDPLO\�IRUHVW�FODVVHV�PD\�DFFHOHUDWH�LQ�
WKH�VKRUW�UXQ�DQG�DUH�H[SHFWHG�WR�EH�HVSHFLDOO\�VHQVLWLYH�WR�
PDUNHW�IXWXUHV��7KH�JURZWK�RI�WKH�ZLOGODQG�XUEDQ�LQWHUIDFH�
ZLOO�OLNHO\�EULQJ�FKDQJHV�DQG�FRQVWUDLQWV�LQ�IRUHVW�PDQDJHPHQW��
ZLWK�ORFDO�RUGLQDQFHV�DQG�KHDOWK�DQG�VDIHW\�FRQFHUQV�IXUWKHU�
UHVWULFWLQJ�WKH�XVH�RI�SUHVFULEHG�EXUQLQJ�WR�PDQDJH�IXHO�ORDGV��
)XHO�DFFXPXODWHV�UDSLGO\�LQ�VRXWKHUQ�IRUHVWV�DQG�ZLOGODQG�¿UH�
LPSDFWV�PD\�LQFUHDVH�LQ�WKH�VKRUW�UXQ��HVSHFLDOO\�ZLWK�D�JURZLQJ�
FRQFHQWUDWLRQ�RI�KXPDQ�LQIUDVWUXFWXUH�LQ�IRUHVW�VHWWLQJV�

0HGLXP�UXQ�FKDQJHV��GH¿QHG�KHUH�DV����WR����\HDUV��LQYROYH�
D�FRQWLQXDWLRQ�RI�WKH�VKRUW�UXQ�FKDQJHV�LGHQWL¿HG�DERYH��EXW�
WKH\�DUH�FRPSRXQGHG�E\�RWKHU�IDFWRUV��3URMHFWLRQV�RI�GHPDQG�
IRU�ELRHQHUJ\�IHHGVWRFNV��DOWKRXJK�GULYHQ�E\�XQFHUWDLQWLHV�
VXFK�DV�WKH�GHYHORSPHQW�RI�QHZ�WHFKQRORJLHV�DQG�6WDWH�DQG�
)HGHUDO�SROLFLHV��FRXOG�EHJLQ�WR�DFFHOHUDWH�EHJLQQLQJ�LQ�WKH�
����V��2XU�DQDO\VLV�LQGLFDWHV�WKDW��LI�JXLGHG�E\�PDUNHWV��
VWURQJ�GHPDQG�JURZWK�IRU�¿EHU�FRXOG�OHDG�WR�LQWHQVL¿HG�IRUHVW�
PDQDJHPHQW�IRFXVHG�RQ�WKH�&RDVWDO�3ODLQ��7KLV��DORQJ�ZLWK�
XUEDQL]DWLRQ�ZRXOG�FDXVH�DOWHUDWLRQV�WR�KDELWDWV��HVSHFLDOO\�
IRU�DPSKLELDQV��ZLWK�FXPXODWLYH�HIIHFWV�EHJLQQLQJ�WR�HPHUJH��
,PSDFWV�RQ�ZDWHU�DYDLODELOLW\�DQG�TXDOLW\�DUH�DOVR�IRUHFDVWHG�WR�
LQWHQVLI\�EHJLQQLQJ�LQ�WKH�����V��7KHVH�HIIHFWV�RQ�HFRV\VWHP�
VHUYLFHV�FRXOG�IHHG�EDFN�WR�FRQVWUDLQ�PDQDJHPHQW�RSWLRQV�LQ�
WKH�UHJLRQ�DQG�DIIHFW�WKH�WUDMHFWRU\�RI�LQYHVWPHQWV�

:LWKLQ�WKH�ORQJ�UXQ�WLPHIUDPH��GH¿QHG�KHUH�DV�PRUH�WKDQ�
���\HDUV��FOLPDWH�FKDQJH�HIIHFWV�EHFRPH�PRUH�SURPLQHQW�
DQG�DFFXPXODWH�WRZDUG�WKH�HQG�RI�RXU����\HDU�WLPH�IUDPH��
$OO�FOLPDWH�SURMHFWLRQV�XVHG�LQ�WKH�)XWXUHV�3URMHFW��EDVHG�
RQ�IRXU�GLIIHUHQW�FOLPDWH�PRGHOV�GRZQVFDOHG�IRU�WKH������
53$�$VVHVVPHQW��SUHGLFW�LQFUHDVLQJ�WHPSHUDWXUHV�WKURXJK�
������EXW�WKH\�GLIIHU�LQ�WKHLU�SUHGLFWLRQV�RI�SUHFLSLWDWLRQ²DV�
GR�PRUH�VSHFL¿F�ORFDWLRQ�EDVHG�IRUHFDVWV�RI�SUHFLSLWDWLRQ��
,PSDFWV�RQ�ZDWHU��ZLOGOLIH��DQG�QRQQDWLYH�SODQW�VSHFLHV�HPHUJH�
GXULQJ�WKLV�WLPHIUDPH�EXW�DUH�PDQLIHVW�GLIIHUHQWO\�GHSHQGLQJ�
RQ�WKH�VSHFL¿F�FOLPDWH�SURMHFWLRQ��)RU�PRVW�FOLPDWH�IXWXUHV��
LQYDVLYH�SODQW�LPSDFWV�DUH�IRUHFDVWHG�WR�EHFRPH�D�JURZLQJ�
VRXUFH�RI�HFRORJLFDO�FKDQJH�DQG�HFRQRPLF�LPSDFW�LQ�WKH�ORQJ�
UXQ�WLPH�IUDPH��:DWHU�VWUHVV�DFFXPXODWHV��HVSHFLDOO\�LQ�WKH�
3LHGPRQW��&RDVWDO�3ODLQ��DQG�SDUWV�RI�WKH�0LG�6RXWK��PDLQO\�
LQ�UHVSRQVH�WR�LQFUHDVHG�GHPDQGV�DVVRFLDWHG�ZLWK�JURZLQJ�
SRSXODWLRQV�DQG�ODQG�XVH�FKDQJHV��:LOGOLIH�LPSDFWV�LQ�WKH�
&RDVWDO�3ODLQ�EHFRPH�IXUWKHU�FRPSRXQGHG�E\�FKDQJHV�LQ�
SUHFLSLWDWLRQ�LQ�VRPH�VLWXDWLRQV�DQG�E\�VHD�OHYHO�ULVH�LPSDFWV�
RQ�FRDVWDO�IRUHVWV�

7KH�IRUHFDVWV�DFURVV�&RUQHUVWRQH�)XWXUHV�LOOXVWUDWH�WKH�
LPSRUWDQW�PHFKDQLVPV�RI�FKDQJH�LQ�IRUHVWV��7KH�ELJJHVW�
ORVVHV�LQ�IRUHVW�DUHD�ZRXOG�EH�XQGHU�&RUQHUVWRQH�%�ZLWK�
KLJK�SRSXODWLRQ�LQFRPH�JURZWK�SURMHFWLRQV�EXW�ORZHU�WLPEHU�
SULFHV��7KH�VPDOOHVW�ZRXOG�EH�XQGHU�&RUQHUVWRQH�&�ZLWK�ORZ�
SRSXODWLRQ�LQFRPH�SURMHFWLRQV�EXW�KLJK�WLPEHU�SULFHV��2XU�
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UHVXOWV�LQGLFDWH�WKDW�XUEDQL]DWLRQ�DIIHFWV�IRUHVW�DUHD�EXW�FDQ�
EH�RIIVHW�E\�PDUNHW�IXWXUHV�WKDW�SODFH�KLJKHU�YDOXHV�RQ�IRUHVW�
XVHV��7KLV�ORJLF�H[WHQGV�WR�DQ\�RWKHU�VRXUFH�RI�IRUHVW�YDOXHV��
LQFOXGLQJ�SD\PHQWV�IRU�QRQWLPEHU�IRUHVW�SURGXFWV�DQG�FUXFLDO�
HFRV\VWHP�VHUYLFHV��2IWHQ�FLWHG�H[DPSOHV�DUH�ZDWHUVKHG�
SURWHFWLRQ��VHTXHVWUDWLRQ�RI�DWPRVSKHULF�FDUERQ��DQG�KDELWDW�
SURWHFWLRQ��:KLOH�QRW�\HW�UHDFKLQJ�D�ODUJH�SURSRUWLRQ�RI�WKH�
6RXWK¶V�IRUHVWV��WKHVH�W\SHV�RI�FRPSHQVDWLRQ�SURJUDPV�DUH�
EHJLQQLQJ�WR�HPHUJH��DQG�RXU�¿QGLQJV�VXJJHVW�WKDW�WKH\�FRXOG�
EH�HIIHFWLYH�LQ�HQFRXUDJLQJ�WKH�UHWHQWLRQ�RI�IRUHVW�FRYHU��/DQG�
XVH�PRGHOV�DOVR�LQGLFDWH�WKDW�XUEDQL]DWLRQ�UDWHV�VWURQJO\�
GHSHQG�RQ�LQFRPH�DV�ZHOO�DV�SRSXODWLRQ�VR�WKDW�WKH�LQWHQVLW\�
RI�GHYHORSPHQW�IRU�D�JLYHQ�OHYHO�RI�SRSXODWLRQ�LV�YDULDEOH�DQG�
FRXOG�EH�DOWHUHG�E\�SROLF\�

2XU�VFRSH�GRHV�QRW�LQFOXGH�SUHVFULSWLRQV�IRU�SROLF\PDNLQJ��\HW�
SROLF\�LV�DQ�LPSRUWDQW�IDFWRU�LQ�WKH�IRUHFDVWV��7KH�HPSLULFDO�
PRGHOV�DQG�IXWXUH�IRUHFDVWV�DUH�EDVHG�RQ�H[LVWLQJ�SROLF\�DFURVV�
VHYHUDO�GRPDLQV��DQG�DQ�LPSRUWDQW�DVVXPSWLRQ�RI�WKH�IRUHFDVWV�
LV�WKDW�WKH�IXWXUH�GHYHORSV�ZLWKRXW�FKDQJH�WR�WKH�SROLF\�VHWWLQJ��
/DQG�XVH�IRUHFDVWV�GR�QRW�DFFRXQW�IRU�DQ\�FKDQJH�LQ�ODQG�XVH�
SROLFLHV�RU�FRQVHUYDWLRQ�LQLWLDWLYHV�DQG�KDUYHVW�IRUHFDVWV�H[WHQG�
GHFLVLRQ�PRGHOV�EDVHG�RQ�FXUUHQW�SDWWHUQV�RI�IRUHVW�RZQHUVKLS�
DQG�KDUYHVW�UHVSRQVHV��$OWKRXJK�&RUQHUVWRQH�)XWXUHV�FRQWDLQ�
DOWHUQDWLYH�GHPDQG�IRUHFDVWV�IRU�WLPEHU�SURGXFWV��WKHVH�DUH�
QRW�H[SOLFLWO\�OLQNHG�WR�SROLF\�IXWXUHV��7KH�XQIROGLQJ�RI�IXWXUH�
GHPDQG�ZLOO�FOHDUO\�GHSHQG�RQ�P\ULDG�SROLFLHV�LQFOXGLQJ�WKRVH�
DIIHFWLQJ�WUDGH��GRPHVWLF�WD[HV��DQG�SHUKDSV�PRVW�GLUHFWO\��
SROLFLHV�GHVLJQHG�WR�HQFRXUDJH�ELRHQHUJ\�SURGXFWLRQ²
WKHVH�ODVW�LQFOXGH�)HGHUDO�DQG�6WDWH�LQFHQWLYH�SURJUDPV�DQG�
UHQHZDEOH�SRUWIROLR�VWDQGDUGV��6XEVHTXHQW�DVVHVVPHQWV�FRXOG�
EHQH¿W�IURP�GUDZLQJ�PRUH�GLUHFW�OLQNDJHV�EHWZHHQ�WKHVH�
SROLFLHV�DQG�IXWXUH�GHPDQG�

$OO�IRUHFDVWV�RI�WKH�IXWXUH�DUH�OLNHO\�WR�EH�ZURQJ�WR�RQH�GHJUHH�
RU�DQRWKHU��7KRVH�DGGUHVVHG�E\�WKH�)XWXUHV�3URMHFW�ZHUH�
LQWHQGHG�WR�UHSUHVHQW�D�SODXVLEOH�UDQJH�RI�IXWXUH�FRQGLWLRQV��
7KH\�ZHUH�GHVLJQHG�WR�H[DPLQH�ZKDW�FRXOG�KDSSHQ�JLYHQ�D�
UHDVRQDEOH�UDQJH�RI�IXWXUH�FRQGLWLRQV��DQG�WKHUHIRUH�LQYROYH�
VRPH�HOHPHQW�RI�MXGJPHQW��$FFRUGLQJO\��WKH\�QHHG�WR�EH�
H[DPLQHG�LQ�OLJKW�RI�XQFHUWDLQW\�GHULYHG�IURP�YDULRXV�VRXUFHV��
RQH�RI�ZKLFK�LV�RXU�OLPLWHG�NQRZOHGJH�DERXW�WKH�PRGHOHG�
V\VWHPV��L�H���WKH�OLPLWV�RI�FXUUHQW�VFLHQWL¿F�NQRZOHGJH��
0RGHOV�DUH�RQO\�DV�FRPSOHWH�DQG�DFFXUDWH�DV�WKH�VFLHQFH�
XSRQ�ZKLFK�WKH\�DUH�EDVHG��DQG�FRPSOHWLQJ�WKLV�HIIRUW�KDV�
XQFRYHUHG�PDQ\�NQRZOHGJH�OLPLWV��ZKLFK�DUH�GLVFXVVHG�LQ�WKH�
LQGLYLGXDO�FKDSWHUV�RI�WKH�WHFKQLFDO�UHSRUW�

$QRWKHU�DUHD�RI�XQFHUWDLQW\�GHULYHV�IURP�WKH�VWUXFWXUH�RI�WKH�
&RUQHUVWRQH�)XWXUHV�WKDW�RUJDQL]H�WKH�DQDO\VLV�DQG�LQFOXGHV�
DVVXPSWLRQV�DERXW�SRSXODWLRQ�JURZWK�DQG�RWKHU�YDULDEOHV�WKDW�
ZHUH�XVHG�WR�IUDPH�HDFK�&RUQHUVWRQH��$GGLWLRQDOO\��VWUXFWXUDO�
FKDQJHV�LQ�LQVWLWXWLRQV�FRXOG�UHVXOW�LQ�YHU\�GLIIHUHQW�RXWFRPHV��
)RU�H[DPSOH��HQHUJ\�RU�FOLPDWH�SROLFLHV�FRXOG�DOWHU�WKH�
GHPDQGV�SODFHG�RQ�IRUHVWV�IRU�SURGXFLQJ�ELRHQHUJ\�RU�VWRULQJ�
FDUERQ��LQ�WXUQ�DOWHULQJ�ODQGRZQHU�FKRLFHV��)XUWKHU�DQDO\VHV�
RI�QHZ�DQG�GLIIHUHQW�SRVVLEOH�IXWXUHV�ZLOO�EH�ZDUUDQWHG�DV�

FRQGLWLRQV�DQG�NQRZOHGJH�FKDQJH��7KLV�ZLOO�UHPDLQ�DQ�DFWLYH�
DUHD�RI�UHVHDUFK��VHH�:HDU�DQG�RWKHUV������IRU�DQDO\VLV�RI�
IRUHVW�FRQGLWLRQV�DFURVV�D�EURDGHU�UDQJH�RI�VFHQDULRV���

2XU�¿QGLQJV�KLJKOLJKW�WKH�LPSRUWDQFH�RI�PRQLWRULQJ�WKH�
FKDQJHV�WKDW�WDNH�SODFH�LQ�WKH�6RXWK��:H�QRZ�KDYH�D�ZHOO�
GHYHORSHG�DQG�RQJRLQJ�IRUHVW�LQYHQWRU\�V\VWHP�WR�PRQLWRU�
IRUHVW�FRQGLWLRQV�DQG�XVHV��6RXWKHUQ�IRUHVW�DVVHVVPHQWV�KDYH�
ORQJ�GHSHQGHG�RQ�WKHVH�GDWD��7KH�8�6��)RUHVW�$VVHVVPHQW�
6\VWHP�XVHG�IRU�WKH�)XWXUHV�3URMHFW�DQG�WKH������53$�
$VVHVVPHQW�FRXOG�QRW�KDYH�EHHQ�EXLOW�ZLWKRXW�WKH�LQYHQWRU\�
GDWD��LQGHHG��WKH�PDWXUDWLRQ�DQG�XVHIXOQHVV�RI�UHJLRQDO�DQG�
QDWLRQDO�IRUHFDVWLQJ�ZLOO�GHSHQG�RQ�D�VWHDG\�XSGDWLQJ�RI�WKHVH�
FRUH�GDWD��2XU�NH\�¿QGLQJV�LQGLFDWH�WKDW�IRUHVW�LQYHQWRULHV�
ZLOO�UHPDLQ�FULWLFDO�WRROV�IRU�PRQLWRULQJ�FKDQJHV��EXW�DOVR�
WKDW�PRQLWRULQJ�FHUWDLQ�VRFLRHFRQRPLF�HOHPHQWV²LQFOXGLQJ�
ODQG�XVH�G\QDPLFV��LQYHVWPHQW��DQG�ODQG�WUDQVDFWLRQV²LV�DOVR�
QHHGHG��)RUHFDVWV�KLJKOLJKW�DUHDV�ZKHUH�FKDQJHV�PLJKW�EH�
FRQFHQWUDWHG�LQ�WKH�VKRUW�WR�PHGLXP�UXQV�DQG�WKHUHIRUH�ZKHUH�
LQWHQVL¿HG�PRQLWRULQJ�DFWLYLWLHV�PLJKW�EH�XVHIXO��7KH�¿QGLQJV�
DOVR�KLJKOLJKW�WKH�QHHG�IRU�QHZ�DQG�FRQWLQXRXVO\�PHDVXUHG�
ODQG�XVH�GDWD�WKDW�HIIHFWLYHO\�PRQLWRU�FKDQJHV�WKDW�DUH�GULYHQ�
E\�XUEDQL]DWLRQ�

5HFRJQL]LQJ�WKDW�NQRZOHGJH�LV�QHYHU�SHUIHFW�QRU�FRPSOHWH��ZH�
KDYH�KLJKOLJKWHG�FULWLFDO�XQFHUWDLQWLHV�WKDW�GH¿QHG�WKH�OLPLWV�
RI�RXU�DELOLW\�WR�GUDZ�FRQFOXVLRQV�DERXW�FDXVHV�RU�LPSDFWV��
,Q�DGGLWLRQ�WR�SXEOLF�SROLF\�GULYHUV�DQG�WKHLU�FULWLFDO�EXW�
XQNQRZDEOH�LPSOLFDWLRQV�IRU�IXWXUH�GHPDQG�DUH�WKH�SRSXODWLRQ�
DQG�LQFRPH�DVVXPSWLRQV�WKDW�GRPLQDWH�RXU�IRUHFDVWV²WKHVH�
FRXOG�EHQH¿W�IURP�SRSXODWLRQ�G\QDPLFV�PRGHOV�WKDW�EHWWHU�
DFFRXQW�IRU�DOWHUQDWLYH�HFRQRPLF�GHYHORSPHQW�DVVXPSWLRQV�
DQG�KXPDQ�UHVSRQVHV�WR�FOLPDWH�YDULDEOHV��7KH�HIIHFWV�RI�
FOLPDWH�FKDQJH�RQ�WKH�VSDWLDO�SDWWHUQV�RI�IRUHVWV�DUH�EHLQJ�
VWXGLHG��QHZ�LQVLJKWV�LQWR�WKHVH�PHFKDQLVPV�RI�FKDQJH�ZLOO�
QHHG�WR�EH�FRXSOHG�ZLWK�EHWWHU�¿QH�VFDOH�SUHGLFWLRQV�WR�UHGXFH�
XQFHUWDLQW\�DERXW�IXWXUH�IRUHVWV��)RUHFDVWV�RI�IXWXUH�LPSDFWV�
RQ�SODQW�DQG�DQLPDO�VSHFLHV�RI�FRQVHUYDWLRQ�FRQFHUQ�FXUUHQWO\�
OLQN�VSHFLHV�SUHVHQFH�WR�SDWWHUQV�RI�XUEDQL]DWLRQ�DQG�LQWHQVLYH�
IRUHVW�PDQDJHPHQW��)XWXUH�DVVHVVPHQWV�ZRXOG�EHQH¿W�
IURP�PRUH�GLUHFW�OLQNV�EHWZHHQ�KDELWDW�FRQGLWLRQV�DQG�WKH�
IXQFWLRQDO�QHHGV�RI�LQGLYLGXDO�VSHFLHV�RU�VSHFLHV�JURXSV��

$OWKRXJK�PRVW�RI�WKH�VXEVWDQWLDO�LPSDFWV�RI�RXU�SURMHFWLRQV�
ZLOO�WDNH�VRPH�\HDUV�WR�SOD\�RXW��WKH�FKDQJHV�WKDW�OHDG�WR�WKHVH�
LPSDFWV�DUH�DOUHDG\�DW�ZRUN��3RSXODWLRQV�KDYH�JURZQ��IRUHVW�
PDQDJHPHQW�KDV�FKDQJHG��DQG�QHZ�LQYDVLYH�VSHFLHV�KDYH�
EHHQ�LQWURGXFHG�RYHU�WKH�SDVW�GHFDGH��7RGD\¶V�PDQDJHPHQW�
DQG�SROLF\�ZLOO�DIIHFW�WKHLU�RXWFRPHV��7KURXJKRXW�WKH�)XWXUHV�
3URMHFW��ZH�KDYH�QRW�SUHVFULEHG�PDQDJHPHQW�GHFLVLRQV�RU�KRZ�
WR�EHVW�IRUP�SROLF\�LQ�UHVSRQVH�WR�DQWLFLSDWHG�FKDQJHV��,QVWHDG��
RXU�¿QGLQJV�SURYLGH�DQ�LQIRUPDWLRQ�IRXQGDWLRQ�IRU�RWKHUV�WR�
HYDOXDWH�PDQDJHPHQW�DQG�SROLF\�DOWHUQDWLYHV�LQ�OLJKW�RI�SRVVLEOH�
IXWXUHV��7KH�XOWLPDWH�PHDVXUH�RI�RXU�VXFFHVV�ZLOO�EH�WKH�H[WHQW�
WR�ZKLFK�WKHVH�¿QGLQJV�DUH�XVHG�IRU�VXFK�DQDO\VLV�
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+HDWK��/�6���6PLWK��-�(���6NRJ��.�(��>DQG�RWKHUV@��������0DQDJHG�IRUHVW�
� FDUERQ�HVWLPDWHV�IRU�WKH�8�6��JUHHQKRXVH�JDV�LQYHQWRU\������±������
-RXUQDO�RI�)RUHVWU\�����������������

,QWHUJRYHUQPHQWDO�3DQHO�RQ�&OLPDWH�&KDQJH��,3&&���������,3&&�
IRXUWK�DVVHVVPHQW�UHSRUW��FOLPDWH�FKDQJH�������$5����KWWS���ZZZ�LSFF�
FK�SXEOLFDWLRQVBDQGBGDWD�SXEOLFDWLRQVBDQGBGDWDBUHSRUWV�KWP��>'DWH�
DFFHVVHG��-XO\��������@�

.RFK��)�+���6PLWK��:�'��������6SDWLR�WHPSRUDO�DQDO\VLV�RI�;\OHERUXV�
JODEUDWXV��&ROHRSWHUD��&LUFXOLRQLGDH��6FRO\WLQDH��LQYDVLRQ�LQ�(DVWHUQ�8�6��
IRUHVWV��(QYLURQPHQWDO�(QWRPRORJ\���������±����

/HH��.�-���.DLVHU��+�)���$OLJ��5�-��������6XEVWLWXWLRQ�RI�SXEOLF�IRU�SULYDWH�
IXQGLQJ�LQ�SODQWLQJ�VRXWKHUQ�SLQH��6RXWKHUQ�-RXUQDO�RI�$SSOLHG�)RUHVWU\�
���������������

1DWLRQDO�$VVRFLDWLRQ�RI�6WDWH�3DUN�'LUHFWRUV��������$QQXDO�LQIRUPDWLRQ�
H[FKDQJH�IRU�WKH�SHULRG�-XO\����������WKURXJK�-XQH�����������8QSXEOLVKHG�
UHSRUW��$YDLODEOH�IURP�1RUWK�&DUROLQD�6WDWH�8QLYHUVLW\��'HSDUWPHQW�RI�
3DUNV��5HFUHDWLRQ��DQG�7RXULVP�0DQDJHPHQW��-RUGDQ�+DOO�������%R[�������
5DOHLJK��1&�������������<X�)DL�/HXQJ��3ULQFLSDO�,QYHVWLJDWRU�

6PLWK��:�%���9LVVDJH��-�6���'DUU��'�5���6KHI¿HOG��5�0��������)RUHVW�
UHVRXUFHV�RI�WKH�8QLWHG�6WDWHV��������*HQ��7HFK��5HS��1&������6W��3DXO��
01��8�6��'HSDUWPHQW�RI�$JULFXOWXUH�)RUHVW�6HUYLFH��1RUWK�&HQWUDO�
5HVHDUFK�6WDWLRQ������S�

6PLWK��:�%���0LOHV��3�'���9LVVDJH��-�6���3XJK��6�$��������)RUHVW�UHVRXUFHV�
RI�WKH�8QLWHG�6WDWHV��������*HQ��7HFK��5HS��1&������6W��3DXO��01��8�6��
'HSDUWPHQW�RI�$JULFXOWXUH�)RUHVW�6HUYLFH��1RUWK�&HQWUDO�5HVHDUFK�
6WDWLRQ������S�

6PLWK��:��%UDG��0LOHV��3DWULFN�'���3HUU\��&KDUOHV�+���3XJK��6FRWW�$��
������)RUHVW�UHVRXUFHV�RI�WKH�8QLWHG�6WDWHV��������*HQ��7HFK��5HS��:2�
����:DVKLQJWRQ��'&��8�6��'HSDUWPHQW�RI�$JULFXOWXUH�)RUHVW�6HUYLFH��
:DVKLQJWRQ�2I¿FH������S�

6WHHQ��+DUROG�.��������7KH�8�6��)RUHVW�6HUYLFH��$�KLVWRU\��6HDWWOH��:$��
8QLYHUVLW\�RI�:DVKLQJWRQ�3UHVV������SS�

7HQQHVVHH�9DOOH\�$XWKRULW\��������5HFUHDWLRQ�UHVRXUFHV�LQYHQWRU\�
GDWDEDVH��$YDLODEOH�IURP�WKH�7HQQHVVHH�9DOOH\�$XWKRULW\������:HVW�
6XPPLW�+LOO�'ULYH��.QR[YLOOH��71�������

7LPEHU�0DUW�6RXWK��������7LPEHU�0DUW�6RXWK��7KH�MRXUQDO�RI�VRXWKHUQ�
WLPEHU�SULFHV��9RO������1R�����&HQWHU�IRU�)RUHVW�%XVLQHVV��7KH�:DUQHOO�
6FKRRO�RI�)RUHVWU\�DQG�1DWXUDO�5HVRXUFHV��8QLYHUVLW\�RI�*HRUJLD�����S��

1DWXUH6HUYH��������$Q�RQOLQH�HQF\FORSHGLD�RI�OLIH�>'DWDEDVH@��������9HUVLRQ�
�����$VVRFLDWLRQ�IRU�%LRGLYHUVLW\�,QIRUPDWLRQ��KWWS���ZZZ�QDWXUHVHUYH�RUJ�
H[SORUHU���>'DWH�DFFHVVHG��0D\��������@�

8�6��$UP\�&RUSV�RI�(QJLQHHUV��������9DOXH�WR�WKH�QDWLRQ��UHFUHDWLRQ�
IDVW�IDFWV��KWWS���ZZZ�FRUSVUHVXOWV�XV�UHFUHDWLRQ�UHFIDVWIDFWV�DVS��>'DWH�
DFFHVVHG��$SULO��������@�

8�6��'HSDUWPHQW�RI�$JULFXOWXUH��86'$��)RUHVW�6HUYLFH��������/DQG�DUHDV�
UHSRUW�DV�RI�6HSWHPEHU�����������KWWS���ZZZ�IV�IHG�XV�ODQG�VWDII�ODU���>'DWH�
DFFHVVHG��)HEUXDU\��������@�

86'$�)RUHVW�6HUYLFH��������7KH�6RXWK¶V�IRXUWK�IRUHVW��DOWHUQDWLYHV�IRU�WKH�
IXWXUH��)RUHVW�5HVRXUFH�5HSRUW�QR������:DVKLQJWRQ��'&��8�6��'HSDUWPHQW�
RI�$JULFXOWXUH�)RUHVW�6HUYLFH��:DVKLQJWRQ�2I¿FH������S�

86'$�)RUHVW�6HUYLFH��������+HPORFN�ZRROO\�DGHOJLG�>KRPH�SDJH@��
1HZWRZQ�6TXDUH��3$��8�6��'HSDUWPHQW�RI�$JULFXOWXUH�)RUHVW�6HUYLFH��
1RUWKHDVWHUQ�$UHD��9DULRXV�SDJHV��KWWS���ZZZ�QD�IV�IHG�XV�IKS�HDE���>'DWH�
DFFHVVHG��-XO\��������@�

86'$�)RUHVW�6HUYLFH��������)XWXUH�VFHQDULRV��D�WHFKQLFDO�GRFXPHQW�
� VXSSRUWLQJ�WKH�)RUHVW�6HUYLFH������53$�$VVHVVPHQW��*HQ��7HFK��5HS��
5056�������)RUW�&ROOLQV��&2��8�6��'HSDUWPHQW�RI�$JULFXOWXUH�)RUHVW�
6HUYLFH��5RFN\�0RXQWDLQ�5HVHDUFK�6WDWLRQ�����S�

86'$�)RUHVW�6HUYLFH��>,Q�SUHVV@��)XWXUH�RI�$PHULFD¶V�IRUHVWV�DQG�
UDQJHODQGV�������5HVRXUFHV�3ODQQLQJ�$FW�DVVHVVPHQW��*HQ��7HFK��5HS��
:2�;;��:DVKLQJWRQ��'&��8�6��'HSDUWPHQW�RI�$JULFXOWXUH��)RUHVW�
6HUYLFH��:DVKLQJWRQ�2I¿FH��;;�S��

86'$�1DWXUDO�5HVRXUFHV�&RQVHUYDWLRQ�6HUYLFH��15&6���������
6XPPDU\�UHSRUW�������QDWLRQDO�UHVRXUFHV�LQYHQWRU\��1DWXUDO�5HVRXUFHV�
&RQVHUYDWLRQ�6HUYLFH��:DVKLQJWRQ��'&��DQG�&HQWHU�IRU�6XUYH\�6WDWLVWLFV�
DQG�0HWKRGRORJ\��,RZD�6WDWH�8QLYHUVLW\��$PHV��,$������SDJHV��KWWS���
ZZZ�QUFV�XVGD�JRY�,QWHUQHW�)6(B'2&80(176��VWHOSUGE��������SGI��
>'DWH�DFFHVVHG��-DQXDU\���������@�

8�6��'HSDUWPHQW�RI�WKH�,QWHULRU��86',��%XUHDX�RI�/DQG�0DQDJHPHQW�
�%/0���������3XEOLF�ODQG�VWDWLVWLFV�������KWWS���ZZZ�EOP�JRY�SXEOLFB
ODQGBVWDWLVWLFV�SOV���LQGH[�KWP��>'DWH�DFFHVVHG��-XQH���������@�

86',�1DWLRQDO�3DUN�6HUYLFH��136���������/LVWLQJ�RI�DFUHDJH�E\�6WDWH�DQG�
FRXQW\�DV�RI�������������KWWS���ZZZ�QDWXUH�QSV�JRY�VWDWV�DFUHDJHPHQX�
FIP��>'DWH�DFFHVVHG��)HEUXDU\���������@��

9HQHWWH��5�&���&RKHQ��6�'��������3RWHQWLDO�FOLPDWH�VXLWDELOLW\�IRU�
HVWDEOLVKPHQW�RI�3K\WRSKWKRUD�UDPRUXP�ZLWKLQ�WKH�FRQWLJXRXV�8QLWHG�
6WDWHV��)RUHVW�(FRORJ\�DQG�0DQDJHPHQW���������±���

:HDU��'DYLG�1���&DUWHU��'RXJODV�5���3UHVWHPRQ��-HIIUH\��������7KH�8�6��
6RXWK¶V�WLPEHU�VHFWRU�LQ�������D�SURVSHFWLYH�DQDO\VLV�RI�UHFHQW�FKDQJH��
*HQ��7HFK��5HS��656�����$VKHYLOOH��1&��8�6��'HSDUWPHQW�RI�$JULFXOWXUH�
)RUHVW�6HUYLFH��6RXWKHUQ�5HVHDUFK�6WDWLRQ�����S��

:HDU��'DYLG�1���+XJJHWW��5���/L��3HUU\PDQ��%���/LX��6��>,Q�SUHVV@��
)RUHFDVWV�RI�IRUHVW�FRQGLWLRQV�LQ�UHJLRQV�RI�WKH�8QLWHG�6WDWHV�XQGHU�IXWXUH�
VFHQDULRV��D�WHFKQLFDO�GRFXPHQW�VXSSRUWLQJ�WKH�)RUHVW�6HUYLFH������53$�
$VVHVVPHQW��*HQ��7HFK��5HS��656�[[[��$VKHYLOOH��1&��8�6��'HSDUWPHQW�
RI�$JULFXOWXUH�)RUHVW�6HUYLFH��6RXWKHUQ�5HVHDUFK�6WDWLRQ��[[�S�

:HDU��'�1���*UHLV��-�*���HGV������D��7KH�VRXWKHUQ�IRUHVW�UHVRXUFH�
DVVHVVPHQW��WHFKQLFDO�UHSRUW��*HQ��7HFK��5HS��656�����$VKHYLOOH��1&��
8�6��'HSDUWPHQW�RI�$JULFXOWXUH�)RUHVW�6HUYLFH��6RXWKHUQ�5HVHDUFK�
6WDWLRQ������SS�

:HDU��'�1���*UHLV��-�*������E��7KH�VRXWKHUQ�IRUHVW�UHVRXUFH�DVVHVVPHQW��
VXPPDU\�UHSRUW��*HQ��7HFK��5HS��656�����$VKHYLOOH��1&��8�6��
'HSDUWPHQW�RI�$JULFXOWXUH�)RUHVW�6HUYLFH��6RXWKHUQ�5HVHDUFK�6WDWLRQ��
����SS�

:HDU��'�1���*UHLV��-�*���HGV��>,Q�SUHVV�@�7KH�VRXWKHUQ�IRUHVW�IXWXUHV�
SURMHFW��WHFKQLFDO�UHSRUW��*HQ��7HFK��5HS��656�[[��$VKHYLOOH��1&��8�6��
'HSDUWPHQW�RI�$JULFXOWXUH�)RUHVW�6HUYLFH��6RXWKHUQ�5HVHDUFK�6WDWLRQ��
[[[�SS�

:HDU��'�1���*UHLV��-�*���:DOWHUV��1��������7KH�VRXWKHUQ�IRUHVW�IXWXUHV�
SURMHFW��ZKDW�WKH�SXEOLF�WROG�XV��*HQ��7HFK��5HS��656������$VKHYLOOH��
1&��8�6��'HSDUWPHQW�RI�$JULFXOWXUH�)RUHVW�6HUYLFH��6RXWKHUQ�5HVHDUFK�
6WDWLRQ�����S�

:HDU��'DYLG�1���+XJJHWW��5���/L��5���3HUU\PDQ��%���/LX��6��������
)RUHFDVWV�RI�IRUHVW�FRQGLWLRQV�LQ�UHJLRQV�RI�WKH�8QLWHG�6WDWHV�XQGHU�IXWXUH�
VFHQDULRV��D�WHFKQLFDO�GRFXPHQW�VXSSRUWLQJ�WKH�)RUHVW�6HUYLFH������53$�
$VVHVVPHQW��*HQ��7HFK��5HS��656�[[[��$VKHYLOOH��1&��8�6��'HSDUWPHQW�
RI�$JULFXOWXUH�)RUHVW�6HUYLFH��6RXWKHUQ�5HVHDUFK�6WDWLRQ��[[�S�

:KHHOHU��3�5��������7KH�6RXWK¶V�WKLUG�IRUHVW��7KH�-RXUQDO�RI�)RUHVWU\�0DUFK��
��������������

:LOOLDPV��0LFKDHO��������$PHULFDQV�DQG�WKHLU�IRUHVWV��D�KLVWRULFDO�
JHRJUDSK\��1HZ�<RUN��&DPEULGJH�8QLYHUVLW\�3UHVV������S�
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7KLV�DSSHQGL[�FRQWDLQV�VXPPDULHV�RI�PRVW�RI�WKH�FKDSWHUV�WKDW�
FRPSULVH�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�WHFKQLFDO�UHSRUW�
�:HDU�DQG�*UHLV��LQ�SUHVV���&KDSWHUV���DQG����ZKLFK�IRFXV�RQ�
GHVLJQ�DQG�PHWKRGV��DUH�QRW�VXPPDUL]HG�KHUH�

&KDSWHU����&OLPDWH�&KDQJH�6XPPDU\�
6WHYH�0F1XOW\��-HQQLIHU�0RRUH�0\HUV��3HWHU�&DOGZHOO���
DQG�*H�6XQ
7KH�DXWKRUV�VXPPDUL]H�WKH�,QWHUJRYHUQPHQWDO�3DQHO�RQ�&OLPDWH�
&KDQJH�SUHGLFWLRQV�IRU�FOLPDWH�WKDW�ZHUH�FKRVHQ�IRU�XVH�LQ�
WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW��7KH\�DOVR�GLVFXVV�WKH�
FOLPDWH�PRGHOV�DQG�6SHFLDO�5HSRUW�(PLVVLRQV�6FHQDULRV�XVHG�
LQ�WKH�)XWXUHV�3URMHFW��$OO�ZHUH�GRZQVFDOHG�WR�WKH�VRXWKHUQ�
UHJLRQDO�OHYHO�IRU�DQDO\VLV�DQG�GLVFXVVLRQ��7KH�DXWKRUV�GHVFULEH�
IRUHFDVWHG�FOLPDWHV�XQGHU�HDFK�IXWXUH��IRFXVLQJ�RQ�WHPSHUDWXUH�
DQG�SUHFLSLWDWLRQ�FKDQJHV�E\�GHFDGH��'LIIHUHQFHV�DPRQJ�WKH�
IXWXUHV�DUH�LGHQWL¿HG��)LQDOO\��FRQFOXVLRQV�DUH�SUHVHQWHG�DERXW�WKH�
6RXWK¶V�IRUHFDVWHG�FOLPDWH��LQFOXGLQJ�VRPH�RI�WKH�LPSOLFDWLRQV�RI�
IRUHFDVWHG�FKDQJHV��

&KDSWHU����)RUHFDVWV�RI�/DQG�8VHV
'DYLG�1��:HDU
)DFWRUV�GULYLQJ�ODQG�XVH�FKDQJH�DUH�GLVFXVVHG�DQG�WKRVH�XVHG�LQ�
WKH�PRGHOV�HPSOR\HG�LQ�WKLV�FKDSWHU�DUH�LGHQWL¿HG��7KH�ODQG�XVH�
PRGHOV�HPSOR\HG�ZHUH�GHYHORSHG�E\�WKH�DXWKRU�IRU�XVH�LQ�WKH�
�����53$�$VVHVVPHQW��DQG�ZHUH�FXVWRPL]HG�IRU�WKH�6RXWK��7KH�
DXWKRU�XVHV�GDWD�DQG�LQIRUPDWLRQ�IURP�WKH�1DWLRQDO�5HVRXUFH�
,QYHQWRU\��86'$�15&6�������WR�GHVFULEH�FXUUHQW�ODQG�XVHV�
LQ�WKH�6RXWK�DQG�WKHLU�GLVWULEXWLRQ�DPRQJ�WKH�¿YH�VXEUHJLRQV�
DGGUHVVHG�LQ�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW��)RUHFDVWV�RI�
ODQG�XVH�FKDQJH�DUH�SURYLGHG�IRU�������������DQG�������ZLWK�
�����VHUYLQJ�DV�WKH�EDVH�\HDU��$QDO\VLV�LV�SURYLGHG�IRU�PXOWLSOH�
ODQG�XVHV��LQFOXGLQJ�IRUHVW��FURSODQG��SDVWXUH��UDQJHODQG��
DQG�XUEDQ�XVHV��)RUHFDVWHG�FRQGLWLRQV�IRU�HDFK�RI�WKH�¿YH�
VXEUHJLRQV�RI�WKH�6RXWK�DUH�SURYLGHG��DV�ZHOO�DV�WRWDO�IRUHFDVWHG�
FKDQJHV�IRU�WKH�6RXWK�IURP�WKH�SUHVHQW�WR������

&KDSWHU����)RUHFDVWV�RI�)RUHVW�&RQGLWLRQV�
5REHUW�+XJJHWW��'DYLG�1��:HDU��5XKRQJ�/L��-RKQ�&RXOVWRQ���
DQG�6KDQ�/LX
8�6��)RUHVW�$VVHVVPHQW�6\VWHP�PRGHOV�DUH�XVHG�WR�IRUHFDVW�
IRUHVW�FRQGLWLRQV�WR�������0XOWLSOH�SRWHQWLDO�VHWV�RI�FRQGLWLRQV��RU�
IXWXUHV��DUH�PRGHOHG�DQG�DQDO\]HG��7KHVH�IXWXUHV�UHÀHFW�GLIIHUHQW�
ELRORJLFDO��SK\VLFDO��DQG�KXPDQ�IDFWRUV�WKDW�GULYH�IRUHVW�FKDQJH��
)RUHVW�LQYHQWRU\�SORW�GDWD�DUH�IRUHFDVWHG�XVLQJ�WKHVH�LQWHUDFWLQJ�
PRGHOV��DQG�UHVXOWV�DUH�JHQHUDWHG�IRU�HDFK�SORW�DQG�WKHQ�DJJUHJDWHG�
WR�UHYHDO�H[SHFWHG�FKDQJHV�DW�ODUJHU�VFDOHV��&DUERQ�HVWLPDWHV�DUH�
GHULYHG�IURP�LQYHQWRU\�GDWD��DQG�FOLPDWH�FKDQJH�IRUHFDVWV�DUH�WDNHQ�
IURP�WKH������53$�FOLPDWH�GDWDEDVH��)RUHFDVWHG�GHFDGDO�FKDQJHV�LQ�
IRUHVW�DUHD��IRUHVW�W\SHV��PDQDJHPHQW�W\SHV��DJH�FODVV�GLVWULEXWLRQV��
DQG�RWKHU�DVSHFWV�DUH�SURYLGHG�IRU�PXOWLSOH�IXWXUHV�DQG�GLVFXVVHG�
ERWK�E\�VXEUHJLRQ�DQG�IRU�WKH�UHJLRQ�DV�D�ZKROH��&DXVDO�GULYHUV�RI�
FKDQJH�DUH�GHVFULEHG��

&KDSWHU����)RUHVW�2ZQHUVKLS�'\QDPLFV�RI�6RXWKHUQ�
)RUHVWV
%UHWW�-��%XWOHU�DQG�'DYLG�1��:HDU
7KH�DXWKRUV�XVH�PDQ\�VRXUFHV�RI�LQIRUPDWLRQ�DQG�GDWD�WR�GHVFULEH�
UHFHQW�WUHQGV�LQ�IRUHVW�RZQHUVKLS�LQ�WKH�6RXWK��LQFOXGLQJ�FKDQJHV�
LQ�IRUHVW�LQGXVWU\��WLPEHU�LQYHVWPHQW�PDQDJHPHQW�RUJDQL]DWLRQV��
UHDO�HVWDWH�LQYHVWPHQW�WUXVWV��RWKHU�FRUSRUDWLRQV��DQG�IDPLO\�
IRUHVWV��)RUFHV�WKDW�GURYH�UHFHQW�FKDQJHV�DUH�GHVFULEHG��8VLQJ�
GDWD�IURP�WKH�8�6��)RUHVW�6HUYLFH�1DWLRQDO�:RRGODQG�2ZQHUV�
6XUYH\�DQG�RWKHU�IRUHVW�LQYHQWRU\�GDWD��WKH�DXWKRUV�GLVFXVV�
RZQHUVKLS�W\SHV��PDQDJHPHQW�REMHFWLYHV��DQG�OLNHO\�PDQDJHPHQW�
SUHIHUHQFHV��3RWHQWLDO�IXWXUHV�DUH�H[DPLQHG�EDVHG�RQ�IRUHFDVWHG�
ODQG�XVH�FKDQJH��SUREDEOH�PDQDJHPHQW�VW\OHV�RI�RZQHU�JURXSV��
DQG�GHPRJUDSKLF�FKDUDFWHULVWLFV�RI�WKH�6RXWK¶V�IRUHVW�RZQHUV��

&KDSWHU����2XWGRRU�5HFUHDWLRQ�LQ�D�6KLIWLQJ�
6RFLHWDO�/DQGVFDSH�
+��.HQ�&RUGHOO��&DUWHU�-��%HW]��DQG�6KHOD�+��0RX
7KH�DXWKRUV�GHVFULEH�WUHQGV�DQG�IRUHFDVWV�RI�SRSXODWLRQ��
GHPRJUDSKLF�PDNHXS��UHFUHDWLRQ�SDUWLFLSDWLRQ��DQG�UHFUHDWLRQ�
UHVRXUFHV�DYDLODEOH�LQ�WKH�6RXWK��3RSXODWLRQ�DQG�GHPRJUDSKLF�
WUHQGV�DQG�SURMHFWLRQV�DUH�EDVHG�RQ�FHQVXV�GDWD�DQG�IRUHFDVWV�
RI�FOLPDWH�FKDQJH�FRQVLVWHQW�ZLWK�WKH������53$�$VVHVVPHQW��
$YDLODEOH�RXWGRRU�UHFUHDWLRQ�UHVRXUFHV�DUH�GHVFULEHG��
&RPSDULVRQV�RI�WKH�6RXWK�ZLWK�RWKHU�UHJLRQV�DUH�DOVR�SURYLGHG�

&KDSWHU����2XWGRRU�5HFUHDWLRQ�
-�0��%RZNHU��$VKOH\�$VNHZ��+��.HQ�&RUGHOO��DQG��
-RKQ�&��%HUJVWURP
7KH�DXWKRUV�XVH�VWDWLVWLFDO�PRGHOV��HVWLPDWHV��DQG�SURMHFWLRQV�WR�
IRUHFDVW�GHPDQG�IRU�QXPHURXV�W\SHV�RI�IRUHVW�EDVHG�UHFUHDWLRQ�
LQ�WKH�6RXWK��RXW�WR�������(VWLPDWHV�DUH�SURYLGHG�IRU�PXOWLSOH�
DFWLYLWLHV�IRU�VHYHUDO�IRUHFDVWV�GHYHORSHG�E\�WKH�6RXWKHUQ�)RUHVW�
)XWXUHV�3URMHFW��,QIRUPDWLRQ�LV�DOVR�SURYLGHG�IRU�VRXWKHUQ�
QDWLRQDO�IRUHVW�UHFUHDWLRQ�GHPDQG��E\�UHFUHDWLRQ�VLWH�W\SH��

&KDSWHU����0DUNHWV�
'DYLG�1��:HDU��-HIIUH\�3UHVWHPRQ��5REHUW�+XJJHWW���
DQG�'RXJODV�&DUWHU
7KH�DXWKRUV�XVH�KLVWRULFDO�UHFRUGV�IURP�PXOWLSOH�VRXUFHV�WR�
GHVFULEH�KRZ�WLPEHU�PDUNHWV�KDYH�FKDQJHG�KLVWRULFDOO\�XQWLO�WKH�
SUHVHQW��LQFOXGLQJ�WKH�IDFWRUV�WKDW�KDYH�DIIHFWHG�WKRVH�WUHQGV��
,QYHQWRU\�GDWD�DUH�XVHG�WR�GHVFULEH�WUHQGV�LQ�IRUHVW�LQYHQWRU\�DQG�
SURGXFWLRQ��KHOSLQJ�WR�H[SODLQ�KRZ�WLPEHU�GHPDQG��VXSSO\��DQG�
SULFHV�KDYH�LQWHUDFWHG�DQG�DUH�OLNHO\�WR�LQWHUDFW�LQWR�WKH�IXWXUH��$�
YDULHW\�RI�PRGHOV�DUH�XVHG�WR�IRUHFDVW�IXWXUH�PDUNHWV�IRU�HYHU\�
GHFDGH�RXW�WR�������VXSSO\��GHPDQG��SULFHV��DQG�LQYHQWRULHV�IRU�
VHYHUDO�SURMHFWLRQV�RI�GHPDQG��HFRQRPLF�FRQGLWLRQV��DQG�IRUHVW�
SURGXFWLYLW\��,PSRUW�DQG�H[SRUW�IDFWRUV�DUH�DGGUHVVHG��7KH�
SRWHQWLDO�HIIHFWV�RI�DQ�HPHUJLQJ�ZRRG�ELRHQHUJ\�GHPDQG�RQ�
SULFHV�DQG�LQYHQWRULHV�DUH�GLVFXVVHG��

&KDSWHU�����)RUHVW�%LRPDVV�%DVHG�(QHUJ\
-DQDNL�5��5��$ODYDODSDWL��3DQNDM�/DO��$QGUHV�6XVDHWD���
5REHUW�&��$EW��DQG�'DYLG�1��:HDU
7KH�DXWKRUV�XVH�OLWHUDWXUH�VRXUFHV�WR�GHVFULEH�WKH�FXUUHQW�VWDWXV�
DQG�WR�DGGUHVV�WHFKQRORJ\�GHYHORSPHQW��ELRHQHUJ\�SROLFLHV��DQG�
VXVWDLQDELOLW\�LVVXHV��7KH�6XE�5HJLRQDO�7LPEHU�6XSSO\�PRGHO�
VHUYHV�DV�WKH�SULPDU\�WRRO�WR�DVVHVV�WKH�HIIHFWV�RI�ZRRG�EDVHG�



��

ELRHQHUJ\�LQGXVWU\�RQ�IXWXUH�SULFHV��KDUYHVWV��DQG�LQYHQWRULHV�
RI�IRXU�ZRRG�SURGXFW�FDWHJRULHV²VRIWZRRG�QRQ�VDZWLPEHU��
VRIWZRRG�VDZWLPEHU��KDUGZRRG�QRQ�VDZWLPEHU��DQG�KDUGZRRG�
VDZWLPEHU��DV�ZHOO�DV�HIIHFWV�RQ�H[LVWLQJ�IRUHVW�LQGXVWU\��6HYHUDO�
VFHQDULRV�DUH�SUHVHQWHG�DORQJ�ZLWK�DQWLFLSDWHG�HIIHFWV�RI�HDFK��

&KDSWHU�����(IIHFW�RI�7D[HV�DQG�,QFHQWLYHV�RQ�
)DPLO\�2ZQHG�)RUHVW�/DQG
-RKQ�/��*UHHQH��7KRPDV�-��6WUDND��DQG�7DPDUD�/��&XVKLQJ
7KH�DXWKRUV�XVH�TXHVWLRQQDLUHV��SULFH�UHSRUWV��OLWHUDWXUH�VHDUFKHV��
DQG�SHUVRQDO�FRQWDFWV�WR�H[DPLQH�D�YDULHW\�RI�WD[�UHODWHG�
TXHVWLRQV��$ZDUHQHVV�E\�ODQGRZQHUV�DQG�HIIHFWV�RI�)HGHUDO�DQG�
6WDWH�WD[�FRGHV�RQ�IDPLO\�IRUHVW�RZQHUV�DUH�HYDOXDWHG��&XUUHQW�
DQG�SRWHQWLDO�HVWDWH�DQG�JLIW�WD[�HIIHFWV�DUH�GLVFXVVHG��DV�LV�WKH�
LQÀXHQFH�RI�WKH�WD[�FRGH�RQ�FRQVHUYDWLRQ�HDVHPHQWV�DQG�RWKHU�
IRUHVWU\��6RPH�GHWDLOV�DUH�SURYLGHG�RQ�VSHFL¿F�WD[�SURYLVLRQV�
�DV�RI��������6XUYH\�UHVXOWV�RI�ODQGRZQHU�DZDUHQHVV�DQG�UHFHQW�
HVWDWH�UHODWHG�WUDQVDFWLRQV�DUH�GLVFXVVHG��$�OLVW�RI�FRQVHUYDWLRQ�
SURJUDPV�DYDLODEOH�WR�SULYDWH�ODQGRZQHUV�LV�LQFOXGHG��DORQJ�ZLWK�
D�EULHI�GHVFULSWLRQ�DQG�WD[�LPSOLFDWLRQV�IRU�HDFK��

&KDSWHU�����(PSOR\PHQW�DQG�,QFRPH�7UHQGV�DQG�
3URMHFWLRQV�IRU�)RUHVW�%DVHG�6HFWRUV�LQ�WKH�8�6��6RXWK�
.DUHQ�/��$EW
7KH�DXWKRU�XVH�GRZQ�VFDOHG�GDWD�IURP�WKH�%XUHDX�RI�/DERU�
6WDWLVWLFV��%XUHDX�RI�(FRQRPLF�$QDO\VLV��DQG�RWKHU�PRGHOV�WR�
DGGUHVV�WKH�FRQWULEXWLRQV�RI�MREV��LQFRPH��DQG�WKH�IRUHVW�SURGXFWV�
VHFWRU�WR�WKH�UHJLRQDO�HFRQRP\��+LVWRULFDO�WUHQGV�DUH�SUHVHQWHG��DV�
DUH�IRUHFDVWV�IRU�WKH�ORJJLQJ��ZRRG�SURGXFWV��DQG�PDQXIDFWXULQJ�
VHFWRUV��DQG�LQWHUDFWLRQV�RI�DOO�FRQWULEXWLQJ�IDFWRUV�DUH�GLVFXVVHG��
([SHFWHG�FKDQJHV�LQ�IRUHVW�EDVHG�UHFUHDWLRQ�MREV�DQG�LQFRPH�
DUH�DOVR�SURMHFWHG��$OO�IRUHFDVWV�DUH�OLPLWHG�WR�D�VLQJOH�GHFDGH��
$�GLVFXVVLRQ�RI�SRWHQWLDO�HFRQRPLF�HIIHFWV�RI�DQ�HPHUJLQJ�ZRRG�
ELRHQHUJ\�LQGXVWU\�LV�SURYLGHG��6SHFL¿F�PHWKRGV�DQG�GDWD�
VRXUFHV�DUH�LQFOXGHG�

&KDSWHU�����)RUHVWV�DQG�:DWHU�
*UDHPH�/RFNDE\��&KHOVHD�1DJ\��-DPHV�0��9RVH��&KHOFH\�5��)RUG��
*H�6XQ��6WHYH�0F1XOW\��3HWH�&DOGZHOO��(ULND�&RKHQ��DQG��
-HQQLIHU�0RRUH�0\HUV
$�OLWHUDWXUH�UHYLHZ�V\QWKHVLV�GHVFULEHV�WKH�UHODWLRQVKLS�EHWZHHQ�
IRUHVW�FRYHU�DQG�VWUHDP�ÀRZ�DQG�ZDWHU�TXDOLW\��7KH�FRQVHTXHQFHV�
RI�IRUHVW�FRQYHUVLRQ�WR�DJULFXOWXUH�DQG�XUEDQ�XVHV�DUH�UHSRUWHG�IRU�
WKH�YDULRXV�VXEUHJLRQV�RI�WKH�6RXWK��$�ZDWHU�DFFRXQWLQJ�PRGHO�
LV�XVHG�WR�IRUHFDVW�FKDQJHV�LQ�ZDWHU�DYDLODELOLW\�JLYHQ�H[SHFWHG�
GHPDQG�DQG�FKDQJHV�LQ�FOLPDWH��6SHFL¿F�PHWKRGV�DQG�GDWD�
VRXUFHV�DUH�LQFOXGHG�

&KDSWHU�����:LOGOLIH�DQG�)RUHVW�&RPPXQLWLHV�
0DUJDUHW�7UDQL�*ULHS�DQG�%HYHUO\�&ROOLQV
7KH�DXWKRUV�SUHVHQW�DQ�DQDO\VLV�RI�JHRJUDSKLF�SDWWHUQV�RI�SODQW�
DQG�ZLOGOLIH�GLYHUVLW\�DQG�VSHFLHV�DW�ULVN��7KH\�DOVR�SURYLGH�DQ�
HYDOXDWLRQ�RI�WKH�SRWHQWLDO�LPSDFWV�RI�IRUHFDVWHG�FOLPDWH�FKDQJH�
DQG�XUEDQL]DWLRQ�LQ�WKH�UHJLRQ��'DWD�DQG�WKHLU�DQDO\VLV�DUH�
SUHVHQWHG�IRU�WKH�6RXWK�DV�D�ZKROH�DQG�E\�VXEUHJLRQ��7KH�DQDO\VLV�

XVHV�JOREDO�GDWD�SURYLGHG�E\�WKH�1DWXUH6HUYH�3URJUDP�DQG�DOVR�
XVHV�6WDWH�OHYHO�GDWD�SURYLGHG�E\�WKH�6WDWH�1DWXUDO�+HULWDJH�
3URJUDP��0DSV�GHSLFW�SDWWHUQV�RI�VSHFLHV�GLYHUVLW\�DQG�UDULW\��
6SDWLDO�DQG�WDEXODU�IRUHFDVWV�RI�XUEDQ�JURZWK��IRUHVW�ORVV��DQG�
FOLPDWH�FKDQJH�DUH�XVHG�LQ�FRQMXQFWLRQ�ZLWK�WKH�VSHFLHV�PDSV�WR�
LGHQWLI\�DUHDV�RI�SDUWLFXODU�FRQFHUQ��6SHFL¿F�PHWKRGV�DQG�GDWD�
VRXUFHV�DUH�LQFOXGHG�

&KDSWHU�����7KH�,QYDVLRQ�RI�6RXWKHUQ�)RUHVWV�E\�
1RQQDWLYH�3ODQWV��&XUUHQW�DQG�)XWXUH�2FFXSDWLRQ��
ZLWK�,PSDFWV��0DQDJHPHQW�6WUDWHJLHV��DQG�0LWLJDWLRQ�
$SSURDFKHV�
-DPHV�+��0LOOHU��'DZQ�/HPNH��DQG�-RKQ�&RXOVWRQ�
7KH�DXWKRUV�XVH�PXOWLSOH�GDWD�VRXUFHV�WR�SURYLGH�LQIRUPDWLRQ�
RQ�QRQQDWLYH�SODQWV�WKDW�KDYH�LQYDGHG�IRUHVWV�DQG�QDWXUDO�DUHDV��
DV�ZHOO�DV�SDVWXUHV��RSHQ�VSDFHV��DQG�ZHWODQGV�LQ�WKH�6RXWK��
7KH\�GHVFULEH�SULQFLSOHV�RI�LQYDVLRQ��VSUHDG��SUHYHQWLRQ��
DQG�HUDGLFDWLRQ��7KH�LQYDVLYH�SODQWV�GDWD�VHW�IURP�WKH�)RUHVW�
,QYHQWRU\�DQG�$QDO\VLV�3URJUDP�RI�WKH�)RUHVW�6HUYLFH��8�6��
'HSDUWPHQW�RI�$JULFXOWXUH��LV�DQDO\]HG�IRU����UHJLRQDO�
LQYDVLYH�VSHFLHV�DQG����VSHFLHV�SDUWLFXODU�WR�)ORULGD��&XUUHQW�
RFFXSDWLRQ�E\�6WDWH��FRXQWLHV��DQG�VXEUHJLRQV�LV�DQDO\]HG��
3UHGLFWLYH�PRGHOLQJ�IRU�¿YH�VSHFLHV�RI�SDUWLFXODU�FRQFHUQ�
�-DSDQHVH�FOLPELQJ�IHUQ��QRQ�QDWLYH�URVHV��VLONWUHH��WDOORZ�WUHH��
DQG�1HSDOHVH�EURZQWRS��LV�SHUIRUPHG��0DSV�RI�RFFXSDWLRQ�DQG�
H[SHFWHG�VSUHDG�DUH�LQFOXGHG��

&KDSWHU�����,QYDVLYH�3HVWV³,QVHFWV�DQG�'LVHDVHV
'RQDOG�$��'XHUU�DQG�3DXO�$��0LVWUHWWD
7KH�DXWKRUV�FRQVXOW�OLWHUDWXUH�DQG�SURIHVVLRQDO�HQWRPRORJLVWV�
DQG�SDWKRORJLVWV�WR�GHVFULEH�WKH�WKUHDWV�SRVHG�E\����RI�WKH�PRVW�
VLJQL¿FDQW�LQVHFWV��GLVHDVHV��DQG�LQVHFW�GLVHDVH�FRPSOH[HV�LQ�
WKH�6RXWK��&KDQJHV�LQ�FOLPDWH��ODQG�XVH��DQG�IRUHVW�FRQGLWLRQV�
SURYLGHG�LQ�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�IRUHFDVWV�VHUYH�
DV�WKH�EDVLV�IRU�SURMHFWLQJ�H[SHFWHG�VSUHDG�DQG�VHYHULW\�RI�SHVW�
GDPDJH��$�GHVFULSWLRQ�RI�HDFK�SHVW��IRUHVW�VSHFLHV�DIIHFWHG��DQG�
H[SHFWHG�GHJUHH�RI�VSUHDG�DQG�GDPDJH�E\�HDFK�LV�LQFOXGHG�

&KDSWHU�����)LUH
-RKQ�$��6WDQWXUI�DQG�6FRWW�/��*RRGULFN
7KH�DXWKRUV�EULHÀ\�GLVFXVV�WKH�LPSRUWDQFH�RI�SUHVFULEHG�¿UH�LQ�
PDLQWDLQLQJ�KHDOWK\�IRUHVWV�LQ�WKH�6RXWK�DQG�UHODWH�IRUHFDVWHG�
FKDQJHV�LQ�FOLPDWH�DQG�ODQG�XVH�WR�WKH�IXWXUH�XVH�RI�SUHVFULEHG�
EXUQLQJ��7KH�6RXWKHUQ�:LOG¿UH�5LVN�$VVHVVPHQW�VHUYHV�DV�
D�VRXUFH�RI�LQIRUPDWLRQ�RQ�FXUUHQW�¿UH�SDWWHUQV�LQ�WKH�6RXWK��
0RGHOV�WKDW�LQGLFDWH�ZLOG¿UH�SRWHQWLDO�DUH�GHVFULEHG��DV�DUH�
IRUHFDVWHG�FKDQJHV�LQ�WKHP�IRU������WR�������3DWWHUQV�RI�FKDQJH�
DUH�VXPPDUL]HG�IRU�HDFK�JURXS�RI�DVVXPSWLRQV�GHYHORSHG�IRU�
WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW��)RUHFDVWV�DUH�SURYLGHG�
IRU�WKH�6RXWK�DV�D�ZKROH�DV�ZHOO�DV�IRU�VXEUHJLRQV��$�YDULHW\�RI�
H[SHFWHG�FRQVWUDLQWV�RQ�SUHVFULEHG�EXUQLQJ�DUH�GLVFXVVHG��DV�DUH�
WKH�LPSRUWDQW�LPSOLFDWLRQV�RI�VXFK�FRQVWUDLQWV��8UEDQL]DWLRQ��
FKDQJLQJ�GHPRJUDSKLF�FKDUDFWHULVWLFV��DLU�TXDOLW\�LVVXHV��
DQG�OLDELOLW\�FRQFHUQV�DUH�FLWHG�DV�OLPLWLQJ�IDFWRUV�IRU�IXWXUH�
SUHVFULEHG�EXUQLQJ��



:HDU��'DYLG�1���*UHLV��-RKQ�*���HGV��������7KH�6RXWKHUQ�)RUHVW�)XWXUHV�
3URMHFW��VXPPDU\�UHSRUW��*HQ��7HFK��5HS��656������$VKHYLOOH��1&��8�6��
'HSDUWPHQW�RI�$JULFXOWXUH�)RUHVW�6HUYLFH��6RXWKHUQ�5HVHDUFK�6WDWLRQ�����S��

7KH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�SURYLGHV�D�VFLHQFH�EDVHG�³IXWXULQJ´�
DQDO\VLV�RI�WKH�IRUHVWV�RI�WKH����6WDWHV�RI�WKH�6RXWKHDVWHUQ�8QLWHG�6WDWHV��:LWK�
¿QGLQJV�RUJDQL]HG�LQ�D�VHW�RI�VFHQDULRV�DQG�XVLQJ�D�FRPELQDWLRQ�RI�FRPSXWHU�
PRGHOV�DQG�VFLHQFH�V\QWKHVLV��WKH�DXWKRUV�RI�WKH�6RXWKHUQ�)RUHVW�)XWXUHV�
3URMHFW�H[DPLQH�D�YDULHW\�RI�SRVVLEOH�IXWXUHV�WKDW�FRXOG�VKDSH�IRUHVWV�DQG�WKH�
PDQ\�HFRV\VWHP�VHUYLFHV�DQG�YDOXHV�WKDW�IRUHVWV�SURYLGH��7KH�VFLHQFH�¿QGLQJV�
DQG�PRGHOLQJ�UHVXOWV�FRXOG�LQIRUP�PDQDJHPHQW�DQG�SROLF\�DQDO\VLV�RI�WKH�
6RXWK¶V�IRUHVWV��,Q�WKLV�VXPPDU\�UHSRUW��WKH�DXWKRUV�GLVWLOO�GHWDLOHG�UHVXOWV�IURP�
WKH�6RXWKHUQ�)RUHVW�)XWXUHV�3URMHFW�WHFKQLFDO�UHSRUW�DQG�SURYLGH�D�VHW�RI�NH\�
¿QGLQJV�DQG�LPSOLFDWLRQV�

.H\ZRUGV��)RUHVW�FRQVHUYDWLRQ��IXWXULQJ��LQWHJUDWHG�DVVHVVPHQW��6RXWKHUQ�
)RUHVW�)XWXUHV�3URMHFW��VXVWDLQDELOLW\�

<RX�PD\�UHTXHVW�DGGLWLRQDO�FRSLHV�RI�WKLV�SXEOLFDWLRQ�E\�HPDLO�DW�SXEUHTXHVW#IV�IHG�XV�
1XPEHU�RI�FRSLHV�LV�OLPLWHG�WR�WZR�SHU�SHUVRQ�

+RZ�GR�\RX�UDWH�WKLV�SXEOLFDWLRQ"

6FDQ�WKLV�FRGH�WR�VXEPLW�\RXU�IHHGEDFN�
RU�JR�WR�ZZZ�VUV�IV�XVGD�JRY�SXEHYDO



7KH�)RUHVW�6HUYLFH��8QLWHG�6WDWHV�'HSDUWPHQW�RI�
$JULFXOWXUH��86'$���LV�GHGLFDWHG�WR�WKH�SULQFLSOH�
RI� PXOWLSOH� XVH� PDQDJHPHQW� RI� WKH� 1DWLRQҋV�
IRUHVW� UHVRXUFHV� IRU�VXVWDLQHG�\LHOGV�RI�ZRRG��
ZDWHU��IRUDJH��ZLOGOLIH��DQG�UHFUHDWLRQ��7KURXJK�
IRUHVWU\� UHVHDUFK�� FRRSHUDWLRQ�ZLWK� WKH�6WDWHV�
DQG�SULYDWH�IRUHVW�RZQHUV��DQG�PDQDJHPHQW�RI�

WKH�1DWLRQDO�)RUHVWV�DQG�1DWLRQDO�*UDVVODQGV�� LW�VWULYHV³DV�
GLUHFWHG�E\�&RQJUHVV³WR�SURYLGH�LQFUHDVLQJO\�JUHDWHU�VHUYLFH�
WR�D�JURZLQJ�1DWLRQ�
7KH� 86'$� SURKLELWV� GLVFULPLQDWLRQ� LQ� DOO� LWV� SURJUDPV� DQG�
DFWLYLWLHV� RQ� WKH� EDVLV� RI� UDFH�� FRORU�� QDWLRQDO� RULJLQ�� DJH��
GLVDELOLW\�� DQG�ZKHUH� DSSOLFDEOH�� VH[��PDULWDO� VWDWXV�� IDPLOLDO�
VWDWXV�� SDUHQWDO� VWDWXV�� UHOLJLRQ�� VH[XDO� RULHQWDWLRQ�� JHQHWLF�
LQIRUPDWLRQ��SROLWLFDO�EHOLHIV��UHSULVDO��RU�EHFDXVH�DOO�RU�SDUW�RI�
DQ�LQGLYLGXDOҋV� LQFRPH�LV�GHULYHG�IURP�DQ\�SXEOLF�DVVLVWDQFH�
SURJUDP�� �1RW� DOO� SURKLELWHG� EDVHV� DSSO\� WR� DOO� SURJUDPV���
3HUVRQV� ZLWK� GLVDELOLWLHV� ZKR� UHTXLUH� DOWHUQDWLYH� PHDQV� IRU�
FRPPXQLFDWLRQ� RI� SURJUDP� LQIRUPDWLRQ� �%UDLOOH�� ODUJH� SULQW��
DXGLRWDSH�� HWF��� VKRXOG� FRQWDFW� 86'$ҋV� 7$5*(7� &HQWHU� DW�
����������������YRLFH�DQG�7''��
7R�ÀOH�D�FRPSODLQW�RI�GLVFULPLQDWLRQ��ZULWH�WR�86'$��'LUHFWRU��
2IÀFH� RI� &LYLO� 5LJKWV�� ����� ,QGHSHQGHQFH� $YHQXH�� 6:��
:DVKLQJWRQ��'�&��������������RU�FDOO�����������������YRLFH��
RU� ������ ��������� �7''��� 86'$� LV� DQ� HTXDO� RSSRUWXQLW\�
SURYLGHU�DQG�HPSOR\HU�


