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%HQFKPDUN�DQG�0XWXDO�)XQG�3HUIRUPDQFH 
 
7KH�ER[�EHORZ�FRQWDLQV�EHQFKPDUN��FDSLWDO�PDUNHW�DQG�LQYHVWPHQW�VW\OH��SHUIRU�
PDQFH�UHVXOWV���(TXLW\�PDUNHWV�SHUIRUPHG�ZHOO�IRU�WKH�TXDUWHU�UHVXOWLQJ�LQ�H[FHO�
OHQW�\HDU-WR-GDWH�UHWXUQV��+LJK�TXDOLW\�ERQGV�DOVR�SHUIRUPHG�TXLWH�ZHOO�DV�LQWHUHVW�
UDWHV�GHFOLQHG�GXULQJ�WKH�TXDUWHU��7KLV�TXDUWHU��ZH�GLVFRQWLQXHG�VKRZLQJ�PXWXDO�
IXQG�DQG�EHQFKPDUN�SHUIRUPDQFH�WR�DOORZ�PRUH�VSDFH�IRU�PDUNHW�FRPPHQWDU\��� 
 
6HFRQG�4XDUWHU������.H\�7DNHDZD\V 
 
,Q�RXU�\HDU-HQG������FRPPHQWDU\��ZH�HPSKDVL]HG�WKH�ZLGH�UDQJH�RI�SODXVLEOH�
PDFURHFRQRPLF�VFHQDULRV�DQG�ILQDQFLDO�PDUNHW�RXWFRPHV�IRU�WKH�\HDU�DKHDG ZLWK�
WKH SRWHQWLDO�IRU HLWKHU D SRVLWLYH RU QHJDWLYH VKRUWHU-WHUP�SDWK��7KURXJK�WKH�ILUVW�
KDOI�RI������ZH¶YH�JRWWHQ�D�OLWWOH�ELW�RI�HYHU\WKLQJ—VLJQV�RI ERWK VFHQDULRV��
WKRXJK�VR IDU WKH�XSV�KDYH�RXWSDFHG�WKH�GRZQV�  
 
7KH�ILUVW�KDOI�RI������VDZ�UREXVW�JDLQV�DFURVV QHDUO\�HYHU\ DVVHW�FODVV—
LQFOXGLQJ�ERWK�FRUH�ERQGV�DQG HTXLWLHV—EXW�LW�FHUWDLQO\�ZDVQ¶W�D�VPRRWK�
ULGH� $PRQJ�WKH�SULPDU\�GULYHUV�RI WKH PDUNHW�VHOO-RIIV�DQG�WKHLU�VXEVHTXHQW�UH�
ERXQGV�ZHUH�RQ-DJDLQ�RII-DJDLQ�8�6�-&KLQD�WUDGH�QHJRWLDWLRQV�DQG WZR PDMRU�
VKLIWV�LQ�FHQWUDO�EDQN�SROLF\�  :H�KDYH�LQFOXGHG�D�VSHFLDO�UHSRUW�RQ�&HQWUDO�%DQN�
PRQHWDU\�SROLF\���FRQWLQXHG�RQ�SDJH��� 

,QYHVWPHQW�5HYLHZ�DQG�2XWORRN   
 
 
 
7KH�ILUVW�KDOI�RI������VDZ�
UREXVW�JDLQV�DFURVV�PRVW�DV�
VHW�FODVVHV��EXW�LW�FHUWDLQO\�
ZDVQ¶W�D�VPRRWK�ULGH� 
 
7KH�6	3�����KLW�D�QHZ�KLJK�
QHDU�WKH�HQG�RI�-XQH��/DUJH-
FDS�8�6��VWRFNV�VKRW�XS�
�����IRU�WKH�PRQWK�–�WKHLU�
EHVW�-XQH�VLQFH������ 
 
)RUHLJQ�VWRFNV�DOVR�QRWFKHG�
GRXEOH-GLJLW�JDLQV�WKURXJK�
WKH�ILUVW�KDOI�RI�WKH�\HDU�� 
 
7KH���-\HDU�7UHDVXU\�\LHOG�
FRQWLQXHG�WR�SOXQJH�IURP�LWV�
PXOWL-\HDU�KLJK�RI������ODVW�
2FWREHU��GLSSLQJ�EHORZ����
IROORZLQJ�WKH�)HGHUDO�5H�
VHUYH¶V�-XQH�PHHWLQJ�� 
 
/RRNLQJ�DKHDG��ZH�VWLOO�VHH�D�
KLJK�GHJUHH�RI�XQFHUWDLQW\�
DQG�D�ZLGH�UDQJH�RI�SODXVL�
EOH�RXWFRPHV�ORRNLQJ�RXW�
RYHU�WKH�QH[W����PRQWKV�
�DQG�EH\RQG��� 
 
 
 
We welcome questions or com-
ments regarding this newsletter at 
jlynch@lynchfinancialgroup.com.  
Lynch Financial Group provides 
Retirement Wealth Management 
Services to individuals within 15 
years of retirement, retirees, and 
surviving spouses.  We also pro-
vide specialized assistance to 
professionals, fiduciaries and 
heirs in wealth transfer situations.  

    

 INVESTMENT  
 REPORT 

Quarter 12 Months   

Large-Cap Benchmarks

Vanguard 500 Index 4.3% 10.3%

Russell 1000 Growth iShares 4.6% 11.4%

Russell 1000 Value iShares 3.8% 8.3%

Mid-Cap Benchmarks

Russell Midcap iShares 4.1% 7.7%

Russell Midcap Growth iShares 5.3% 13.7%

Russell Midcap Value iShares 3.1% 3.6%

Small-Cap Benchmarks

Russell 2000 iShares 2.1% -3.4%

Russell 2000 Growth iShares 2.7% -0.5%

Russell 2000 Value iShares 1.3% -6.4%

Other Benchmarks

Vanguard Developed Mkts Idx 3.3% 0.0%

Vanguard Emerging Markets 0.9% 3.3%

Vanguard REIT Index 1.7% 12.0%

Vanguard Total Bond Mkt Index 3.1% 7.8%

Credit Suisse High Yield Index 2.6% 7.1%

Benchmark Returns (Periods Ended 6/30/2019)6SHFLDO�5HSRUW��-�&HQWUDO�
%DQN�0RQHWDU\�3ROLF\ 

 
&HQWUDO�EDQN�SROLF\�KDV�KDG�DQ�
HQRUPRXV�LPSDFW�RQ�ILQDQFLDO�PDU�
NHWV�VLQFH�WKH������ILQDQFLDO�FULVLV��
:H¶YH�VHHQ�WKDW�FRQWLQXH�LQ�������
PDUNHG�E\�WZR PDMRU VKLIWV�LQ�WKH�
)HGHUDO�5HVHUYH¶V�VWDQFH� )LUVW��WKH�
)HG VKLIWHG IURP�WLJKWHQLQJ�PRQH�
WDU\�SROLF\ LQ ������ZKHUH LW�
ZDV UDLVLQJ�WKH�IHG IXQGV�SROLF\�
UDWH�DQG�XQZLQGLQJ�VRPH�RI�WKH�
DVVHWV�RQ LWV EORDWHG�EDODQFH�VKHHW��
WR�D�³SDWLHQW´�VWDQFH �L�H���UDWH�KLNHV�
DUH�RQ�KROG� LQ�WKH�ILUVW�TXDUWHU�RI�
�����  

&RQWLQXHG�RQ�3DJH�� 



/DUJH-FDS�8�6��VWRFNV JDLQHG �����IRU�WKH�VHFRQG�TXDUWHU� DQG�D�UHPDUNDEOH�������IRU�WKH�ILUVW�VL[�PRQWKV�
RI�WKH�\HDU—PRUH�WKDQ�HDUQLQJ�EDFN�ZKDW�ZDV�ORVW�LQ�WKH�IRXUWK�TXDUWHU�RI������ 'HYHORSHG�LQWHUQDWLRQDO�
VWRFNV DOVR�H[SHULHQFHG D�KHDOWK\ UHERXQG�IURP�����¶V�ORVVHV� XS �����IRU�WKH�VHFRQG�TXDUWHU��DQG�������
IRU�WKH�\HDU�WR�GDWH��(XURSHDQ�VWRFNV�KDYH�GRQH�D�ELW�EHWWHU��JDLQLQJ�������RQ�WKH�\HDU�VR�IDU��,Q�$SULO��WKH�
³%UH[LW�FDQ´�ZDV�NLFNHG�GRZQ�WKH�URDG�DW�OHDVW�XQWLO�2FWREHU�����EXW�WKH�ULVN�RI�D�GLVUXSWLYH�³QR-GHDO´�H[LW�
UHPDLQV�  
 
(PHUJLQJ-PDUNHW�VWRFNV� XS MXVW ���� IRU�WKH�VHFRQG�TXDUWHU� DEVRUEHG�PRUH�RI�WKH�XQFHUWDLQW\�VXUURXQGLQJ�
JOREDO�WUDGH�WHQVLRQV� %XW�IRU�WKH�\HDU�VR�IDU� WKH\ KDYH�JDLQHG ������  
 
,Q IL[HG-LQFRPH�PDUNHWV��WKH���-\HDU�7UHDVXU\�\LHOG GLSSHG EHORZ����IROORZLQJ�WKH�)HGHUDO�5HVHUYH¶V�-XQH�
PHHWLQJ��7KLV�ZDV�D�QHDU�WKUHH-\HDU�ORZ��DQG�DPRQJ�LWV�ORZHVW�OHYHOV�HYHU��UHIOHFWLQJ�SURPLVHV�RI�IXUWKHU�
HDVLQJ�ODWHU�WKLV�\HDU� �7KHVH�IDOOLQJ�\LHOGV�GURYH WKH�FRUH�ERQG�LQGH[�WR�D������JDLQ�IRU�WKH�TXDUWHU�DQG�DQ�
LPSUHVVLYH������UHWXUQ�VR�IDU�WKLV�\HDU��)ORDWLQJ-UDWH�ORDQV�JDLQHG������IRU�WKH�TXDUWHU�DQG�DUH�XS������IRU�
WKH�\HDU�  
 
0DUNHW�DQG�3RUWIROLR�2XWORRN 
 
1RW�VXUSULVLQJO\��ZH�VWLOO�VHH�D�KLJK�GHJUHH�RI�XQFHUWDLQW\�DQG�D�ZLGH�UDQJH�RI�SODXVLEOH�RXWFRPHV�ORRNLQJ�
RXW�RYHU�WKH�QH[W����PRQWKV��DQG�EH\RQG���%XW DW�WKH�PDUJLQ ZH�WKLQN�WKH�PDFUR�ULVNV�KDYH�LQFUHDVHG� 7UDGH�
XQFHUWDLQW\�KDV�GDPDJHG�JOREDO�EXVLQHVV�FRQILGHQFH�LQ�ZKDW�E\�PDQ\�PHDVXUHV�LV�DQ�DOUHDG\�ZHDN�JOREDO�
HFRQRP\��:KLOH�WKLV�LV�IRU�QRZ�EHLQJ�RIIVHW�E\�HDVLHU�PRQHWDU\�FRQGLWLRQV��WKH�LQHYLWDEOH�LPSDFW�RI�DQ\�DG�
GLWLRQDO�FHQWUDO�EDQN�UDWH�HDVLQJ�LV�FHUWDLQO\�PXWHG�  
 
7KH�ULVN�RI�D�JHRSROLWLFDO�VKRFN�RQ�ILQDQFLDO�PDUNHWV�LV�DOVR�HYHU-SUHVHQW��0RVW�UHFHQWO\��WKHUH�LV�KHLJKWHQHG�
SRWHQWLDO�IRU�D�PLOLWDU\�FRQIOLFW�ZLWK�,UDQ��%XW�WKHUH�DUH�PDQ\�RWKHU�SRWHQWLDO�JHRSROLWLFDO�IODVKSRLQWV�DQG�XQ�
NQRZQV��%UH[LW�UHPDLQV�XQUHVROYHG��7KH�WXJ�RI�ZDU�EHWZHHQ�GHPRFUDF\��SRSXOLVP��QDWLRQDOLVP��DQG�DXWRF�
UDF\�FRQWLQXHV�DURXQG�WKH�JOREH��7KH�8�6��SUHVLGHQWLDO�HOHFWLRQ�QH[W�\HDU�ZLOO�OLNHO\�FUHDWH�DGGLWLRQDO�PDUNHW�
XQFHUWDLQW\��&KLQD¶V�ULVH�DQG�FKDO�
OHQJH�RI�WKH�8QLWHG�6WDWHV�DV�D�JOREDO�
VXSHUSRZHU�JRHV�ZHOO�EH\RQG�MXVW�WKH�
FXUUHQW�WUDGH�FRQIOLFW��7KH�0LGGOH�
(DVW��EH\RQG�,UDQ��UHPDLQV�D�SRWHQWLDO�
IODVKSRLQW��DV�GRHV�1RUWK�.RUHD�  
 
7R�ZKDW�H[WHQW�VWRFN�PDUNHWV�
DUH DOUHDG\ SULFLQJ LQ WKHVH�IHDUV�DQG�
ULVNV�LV�DOVR�DQ�XQNQRZQ��2Q�WKH�KHHOV�
RI�\HW�DQRWKHU�VWURQJ�TXDUWHU�IRU�8�6��
VWRFNV��WKHLU�YDOXDWLRQV�DUH�ORRNLQJ�
PRUH�VWUHWFKHG�WKDQ�HYHU��2XU�DQDO\VLV�
RI�8�6��VWRFN�PDUNHW�YDOXDWLRQV�DQG�
H[SHFWHG�UHWXUQV�LPSOLHV�WKH�PDUNHW�
FRQVHQVXV�LV�GLVFRXQWLQJ�DQ�RYHUO\�
RSWLPLVWLF�RXWORRN� $QG�LW�FDQ�FHUWDLQ�
O\�EH�VDLG�WKDW�DQ\�LQYHVWRUV�FKDVLQJ�
VWRFNV�KLJKHU�VLPSO\�EHFDXVH�RI�WKH�
WDLOZLQG�RI�PRUH�PRQHWDU\�VWLPXOXV�
IDFH�SRWHQWLDO�GDQJHUV��2XU�DQDO\VLV—
LQIRUPHG�E\�KLVWRU\�DQG�DSSO\LQJ�IRUZDUG-ORRNLQJ�MXGJPHQW—OHDGV�XV�WR�D�EDVH-FDVH�VFHQDULR�ZKHUH�WKH�
H[SHFWHG�DQQXDOL]HG�UHWXUQ�IURP�8�6��VWRFNV�RYHU�WKH�QH[W���WR����\HDUV�LV�LQ�WKH�YHU\�ORZ�VLQJOH�GLJLWV��7KLV�
LV�ZHOO�EHORZ�WKH�XSSHU�VLQJOH-GLJLW�H[SHFWHG�UHWXUQ�ZH�UHTXLUH�WR FRPSHQVDWH�IRU WKH�IXOO�ULVN�RI�RZQLQJ�

� 

,QYHVWPHQW �5HYLHZ�DQG�2XW ORRN� �&RQW � �  



� 

VWRFNV��$V�VXFK��ZH�UHPDLQ�XQGHUZHLJKW�WR�8�6��VWRFNV�DFURVV�RXU�SRUWIROLRV XQWLO�WKH�ULVN�UHZDUG�WUDGH-RII�
LPSURYHV� 
 
2Q�WKH�RWKHU�KDQG��ZH�FRQWLQXH�WR�KDYH�PRGHVWO\�RYHUZHLJKW�SRVLWLRQV�WR�IRUHLJQ�GHYHORSHG�DQG�HPHUJLQJ-
PDUNHW�VWRFNV��2XU�DQDO\VLV�LQGLFDWHV�WKHLU�YDOXDWLRQV�DUH�YHU\�DWWUDFWLYH�UHODWLYH�WR�WKH�8�6��,Q�RXU�DVVHVV�
PHQW��WKHVH�PDUNHWV�DUH�LPSOLFLWO\�GLVFRXQWLQJ�D�ORW�RI�EDG�PDFUR�QHZV�DQG�SRRU�VXVWDLQHG�FRUSRUDWH�HDUQLQJV�
JURZWK��2XU�EDVH�FDVH�JHQHUDWHV�KLJK�VLQJOH-GLJLW�H[SHFWHG�UHWXUQV�IRU�(XURSHDQ�DQG�HPHUJLQJ-PDUNHW�VWRFNV�
RYHU�WKH�PHGLXP-WHUP�KRUL]RQ� 
 
2YHU�WKH�VKRUWHU-WHUP��LI�WKH�JOREDO�HFRQRP\�VWDUWV�UHFRYHULQJ�IURP�FXUUHQW�GHSUHVVHG�OHYHOV—ZLWK�&KLQD¶V�
ILVFDO�DQG�PRQHWDU\�VWLPXOXV�EHLQJ�D�NH\�WR�WKDW�RXWFRPH—DQG�WKH�8QLWHG�6WDWHV�DYRLGV�UHFHVVLRQ��ZH�ZRXOG�
QRW�EH�VXUSULVHG�WR�VHH�VWURQJ�DEVROXWH�UHWXUQV�IURP�VWRFNV��ZLWK�RXWSHUIRUPDQFH�IURP IRUHLJQ VWRFNV�YHUVXV�
8�6��VWRFNV��)XUWKHU��LI�WKH�JURZWK�GLIIHUHQWLDO�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�WKH�UHVW�RI�WKH�ZRUOG�QDUURZV��
WKH�8�6��GROODU�ZLOO�OLNHO\�GHSUHFLDWH��SURYLGLQJ�DQ�DGGLWLRQDO�WDLOZLQG�WR�IRUHLJQ�VWRFN�UHWXUQV�IRU�GROODU-EDVHG�
LQYHVWRUV�   
 
$�VROLG�JOREDO�HFRQRP\�ZRXOG�DOVR�EH�EHQHILFLDO�IRU�RXU�IOH[LEOH�IL[HG-LQFRPH�DQG�IORDWLQJ-UDWH�ORDQ�LQYHVW�
PHQWV�UHODWLYH�WR�FRUH�LQYHVWPHQW-JUDGH�ERQGV��ZKLFK�KDYH�PXFK�ORZHU�\LHOGV�DQG�ZRXOG�EH�KXUW�E\�ULVLQJ�
LQWHUHVW�UDWHV� 
 
2Q�WKH�RWKHU�KDQG��LI�WKH�JOREDO�HFRQRP\�FRQWLQXHV�WR�ZHDNHQ�DQG�WKH�8QLWHG�6WDWHV IDOOV�LQWR�D�UHFHVVLRQ�DQG�
EHDU�PDUNHW��RXU�EDODQFHG��VWRFN�ERQG��SRUWIROLRV�KDYH�³EDOODVW´�LQ�WKH�IRUP�RI�FRUH�ERQGV�DV�ZHOO�DV�ORZHU-
ULVN�IL[HG�LQFRPH�WKDW�VKRXOG�KROG�XS�EHWWHU�WKDQ�VWRFNV�RQ�WKH�GRZQVLGH�� 
 
,Q�&ORVLQJ  
 
$V�ZH�H[SHULHQFHG�WKLV�SDVW�TXDUWHU��XQFHUWDLQW\�LV�D�FRQVWDQW�SUHVHQFH�DQG�YRODWLOLW\�FDQ�UHWXUQ�WR�PDUNHWV�DW�
WKH�GURS�RI�D�SLQ��RU�D�WZHHW��LW�VHHPV��WKHVH�GD\V���5HJDUGOHVV�RI�RXU�WDFWLFDO�GLYHUVLILFDWLRQ�HIIRUWV��WKRVH�RI�
XV�ZKR�RZQ�VWRFNV�QHHG�WR�EH�SUHSDUHG�WR�ULGH�WKURXJK�WKH�LQHYLWDEOH�GRZQ�SHULRGV��,W¶V�WKH�VKRUWHU-WHUP�SULFH�
ZH�SD\�WR�HDUQ�WKHLU�KLJKHU�H[SHFWHG�UHWXUQV�RYHU�WKH�ORQJHU�WHUP� 
 
7KLV�KDV�EHHQ�DQ�XQXVXDOO\�ORQJ�8�6��HFRQRPLF�DQG�PDUNHW�F\FOH��%XW�ZH�ILUPO\�EHOLHYH�LW�LV�VWLOO D�F\FOH��DQG�
WKDW�RXU�SDWLHQFH�DQG�IXQGDPHQWDO�YDOXDWLRQ�GLVFLSOLQH�ZLOO�EH�ZHOO-UHZDUGHG�DV�LW�WXUQV�DJDLQ��$V�DOZD\V��ZH�
DSSUHFLDWH�\RXU�FRQWLQXHG�FRQILGHQFH�DQG�WUXVW��DQG�ZH�ZRUN�KDUG�HYHU\�GD\�WR�FRQWLQXH�WR�HDUQ�LW� 

,QYHVWPHQW �5HYLHZ�DQG�2XW ORRN� �&RQW � �  

6SHFLDO�5HSRUW��-�&HQWUDO�%DQN�0RQHWDU\�3ROLF\��&RQWLQXHG�)URP�3DJH��� 
 

7KHQ�DW�LWV�UHFHQW -XQH )HGHUDO�2SHQ�0DUNHW�&RPPLWWHH��)20&� PHHWLQJ� WKH�)HG�VLJQDOHG�LW�ZDV�LQFOLQHG�
WRZDUGV�ORRVHQLQJ SROLF\ RQFH�DJDLQ��VHWWLQJ�WKH�VWDJH�IRU�UDWH�FXWV�ODWHU�WKLV�\HDU��SRVVLEO\�DV�HDUO\�DV�LWV�-X�
O\����PHHWLQJ��DQG�RU�QH[W�\HDU��)HG FKDLU -HURPH�3RZHOO�FLWHG�KHLJKWHQHG�XQFHUWDLQW\�DURXQG�WKH�RXWORRN�
IRU�JOREDO�JURZWK��WUDGH�SROLF\� EHORZ-WDUJHW�LQIODWLRQ� DQG�IDOOLQJ�LQIODWLRQ�H[SHFWDWLRQV��:KLOH WKH IHG�IXQGV�
UDWH ZDV�OHIW�XQFKDQJHG�DW�������WR�������3RZHOO�VWDWHG�³WKH�FDVH�IRU�VRPHZKDW�PRUH�DFFRPPRGDWLYH�SROL�
F\�KDV�VWUHQJWKHQHG�´�+H�DOVR QRWHG� ³PDQ\�)20&�SDUWLFLSDQWV�EHOLHYH�VRPH�FXW�LQ�WKH�IHG�IXQGV�UDWH�ZLOO�
EH�DSSURSULDWH�LQ�WKH�VFHQDULR�WKH\�VHH�DV�PRVW�OLNHO\�´�6SHFLILFDOO\��HLJKW�RI�WKH��� )20& SDUWLFLSDQWV�QRZ�
SURMHFW�WKH�)HG�ZLOO�FXW�WKH�EHQFKPDUN�UDWH�WKLV�\HDU��ZLWK�VHYHQ�RI�WKRVH�SURMHFWLQJ�WZR�TXDUWHU-SRLQW�UHGXF�
WLRQV ����EDVLV�SRLQWV���(LJKW SDUWLFLSDQWV�H[SHFW�WKH�UDWH�WR�UHPDLQ�XQFKDQJHG�DQG�RQH WKLQNV�WKH�)HG�
ZLOO KLNH UDWHV WKLV�\HDU�  



� 

2WKHU�JOREDO�FHQWUDO�EDQNV�DUH�DOVR�SLYRWLQJ�EDFN�WRZDUGV�ORRVHU SROLFLHV��LQFOXGLQJ UHFHQW GRYLVK�VWDWH�
PHQWV�IURP�(XURSHDQ�&HQWUDO�%DQN �(&%� 3UHVLGHQW�'UDJKL� 7KH�IROORZLQJ�FKDUW�IURP�1HG�'DYLV�5H�
VHDUFK �1'5� VKRZV�WKDW D�PDMRULW\�RI WKH�ZRUOG¶V�FHQWUDO�EDQNV DUH�QRZ�FXWWLQJ�UDWHV��LQGLFDWLQJ�DQ�HDVLQJ�
F\FOH�� XS�IURP�MXVW�����RI�EDQNV�HDVLQJ LQ�-DQXDU\��+LVWRULFDOO\��WKLV�KDV�WHQGHG�WR�EH�EXOOLVK IRU�JORE�

DO VWRFNV� 

7R�VWDWH�WKH�REYLRXV��ORRVHU�
PRQHWDU\�FRQGLWLRQV�DUH�
JHQHUDOO\�D�VWLPXODQW�IRU�
ILQDQFLDO�PDUNHWV�DQG�DVVHW�
SULFHV� DOO�HOVH�HTXDO� $�ORZ�
HU�LQWHUHVW�UDWH�LPSOLHV�KLJK�
HU�DVVHW�YDOXDWLRQV��H�J���
KLJKHU�3�(�PXOWLSOHV���
%XW DOO�HOVH�LV UDUHO\�HTXDO��
$QG�WKH�LPSOLFDWLRQV�RI�
ORZHU�UDWHV�DQG�PRQHWDU\�
VWLPXOXV�DUH�QRW�VR�REYLRXV�
ZKHQ�\RX�JR�EH\RQG�VLP�
SOH� ILUVW-OHYHO�WKLQNLQJ WR�
FRQVLGHU�WKH�EURDGHU�HFR�
QRPLF�FRQWH[W�IRU�WKHVH�ORZ�
UDWHV��L�H���FRQFHUQV�DERXW�
VORZLQJ�JURZWK�DQG�YHU\�
ORZ�LQIODWLRQ���,W�LV�DOVR�FULW�
LFDO�IRU�DQ�LQYHVWRU WR�XQGHU�
VWDQG�ZKDW LQIRUPDWLRQ�DQG�
H[SHFWDWLRQV�
DUH DOUHDG\ EHLQJ�GLVFRXQW�
HG LQ�FXUUHQW�PDUNHW�SULFHV�  
 

5HJDUGLQJ WKH�ODWWHU��WKH�IHG�IXQGV�IXWXUHV�PDUNHW�LV�QRZ�GLVFRXQWLQJ�D������SUREDELOLW\�WKH�)HG�FXWV�UDWHV�
E\�DW�OHDVW����EDVLV SRLQWV�LQ�-XO\������RGGV�RI�DW�OHDVW�WZR TXDUWHU-SRLQW UDWH�FXWV�E\�\HDU-HQG� DQG�����
RGGV�RI�WKUHH�RU�PRUH�UDWH�FXWV� 0HDQZKLOH��WKH�6	3�����LQGH[ KLW D�QHZ DOO-WLPH�KLJK�LQ�WKH�DIWHUPDWK�RI�
WKH�-XQH�)HG�PHHWLQJ�DQG 7UHDVXU\�\LHOGV�KLW D�PXOWL-\HDU�ORZ�  
 
6R��WKHUH�LV D�QRQ-WULYLDO�SRVVLELOLW\�WKH�)HG VXUSULVHV��GLVDSSRLQWV� WKH�PDUNHWV�E\�QRW�FXWWLQJ�DV�PXFK�DV�
H[SHFWHG��RU�DW�DOO� �:KLOH�WKH�)HG�VHW�WKH�WDEOH�IRU�D�FXW�LQ�-XO\��WKH\�VWLOO�VD\�WKH\�DUH�³GDWD�GHSHQGHQW�´� 2I�
FRXUVH��WKH�)HG�LV DZDUH�RI�PDUNHW�H[SHFWDWLRQV� $QG�LW NQRZV�WKDW�PDUNHW UHDFWLRQV WR�LWV�EHKDYLRU FDQ�LP�
SDFW�WKH�UHDO�HFRQRP\� ZKLFK FDQ OHDG�WR IXUWKHU PDUNHW�UHDFWLRQV� )HG�UHDFWLRQV��VXEVHTXHQW PDUNHW�UHDF�
WLRQV��HFRQRPLF�LPSDFWV� HWF� 6XFK�VHOI-UHLQIRUFLQJ�IHHGEDFN�ORRSV PD\�EH KHOSIXO�RU�KDUPIXO�
WR DFKLHYLQJ WKH�)HG¶V�HFRQRPLF PDQGDWH��%XW�WKH�)HG�FDQ¶W DOZD\V FRQWURO�WKHP�  
 
,I�WKLV�GRHV�PDUN�WKH�EHJLQQLQJ�RI�DQRWKHU�)HG�HDVLQJ�F\FOH��LW�VKRXOG JLYH�XV �DQG�WKH�PDUNHW� SDXVH�ORRN�
LQJ�RXW�EH\RQG MXVW WKH�QH[W�IHZ�TXDUWHUV� $V�WKH FKDUW�EHORZ VKRZV� WKH�IHG�IXQGV�UDWH�LV�EDUHO\�DERYH�OHY�
HOV�ZKHUH�LW�KDV�HQGHG PRVW�RWKHU PRQHWDU\ HDVLQJ F\FOHV��7KH�)HG�ZLOO�KDYH�OLWWOH�URRP—��� SHUFHQWDJH�
SRLQWV—WR�FXW�UDWHV�EHIRUH�KLWWLQJ�WKH�³]HUR�ORZHU ERXQG�´�HFRQRPLVW-VSHDN�IRU�D�]HUR�SHUFHQW IHG�
IXQGV UDWH�  
+LVWRULFDOO\��WKH�)HG�KDV�HQGHG�XS FXWWLQJ UDWHV�E\�DURXQG�ILYH�WR�VHYHQ�SHUFHQWDJH�SRLQWV�GXULQJ�D�UHFHV�
VLRQDU\�HDVLQJ�F\FOH��7KDW¶V LPSRVVLEOH�IURP�FXUUHQW�OHYHOV� $OVR� VWDUWLQJ�IURP�VXFK�ORZ \LHOG OHYHOV��WKH�
EHQHILW�WR�WKH�HFRQRP\�IURP DGGLWLRQDO UDWH FXWV�ZLOO OLNHO\ EH PRUH OLPLWHG��WKHUHE\ GLPLQLVKLQJ�UHWXUQV��
$V�VXFK� WKH�)HG�VHHPV�KLJKO\�OLNHO\�WR�HQJDJH�LQ�TXDQWLWDWLYH�HDVLQJ �4(� LQ�WKH�QH[W�UHFHVVLRQ DV�ZHOO��
GHVSLWH�LWV�TXHVWLRQDEOH�HFRQRPLF�EHQHILWV�DQG�ZLWK�JRYHUQPHQW�GHEW�DOUHDG\�DW�KLVWRULF�KLJKV� :LOO�ILQDQ�



� 

FLDO�PDUNHWV�UHDFW VLPLODUO\�WR�WKH�
QH[W URXQG�V� RI 4( DV�WKH\�GLG DIWHU�
WKH�ILQDQFLDO�FULVLV" 
 
:KLOH�8�6��ERQG�\LHOGV�DUH�YHU\�ORZ� DW�
OHDVW WKH\�DUH�VWLOO�SRVL�
WLYH� $FURVV PXFK�RI�(XURSH�DQG�-DSDQ��
JRYHUQPHQW�ERQGV�KDYH�QHJDWLYH�
\LHOGV��WKH�WRWDO�GROODU�DPRXQW RI�QHJD�
WLYHO\�\LHOGLQJ�GHEW�UHFHQWO\�VKRW�DERYH�
����WULOOLRQ��D�UHFRUG�KLJK��$ERXW�KDOI�
RI�DOO�(XURSHDQ�JRYHUQPHQW�ERQGV�KDYH�
D�QHJDWLYH�\LHOG��LQFOXGLQJ�DOPRVW�����
RI�*HUPDQ�JRYHUQPHQW�ERQGV��7KH�
*HUPDQ���-\HDU�%XQG�UHFHQWO\�\LHOGHG�
QHJDWLYH������� LWV�ORZHVW�HYHU��7KH�
(&%¶V�SROLF\�UDWH��WKH�³GHSRVLW�UDWH´��
VWDQGV�DW�QHJDWLYH������  
 
1RQH�RI�WKLV�QRUPDO��7KH�FRQVHTXHQFHV�
RI WKHVH XQSUHFHGHQWHG�PRQHWDU\�SROL�
FLHV DUH KLJKO\ XQFHUWDLQ� $QG�ZH¶YH�VHHQ�WKH�PDUNHW�GLVUXSWLRQ�FDXVHG�E\ HYHQ�PRGHVW DWWHPSWV�WR�XQZLQG�
WKHP �LQ�WKH�8�6����RU�HYHQ�MXVW WKH VXJJHVWLRQ RI�EHJLQQLQJ�WR�WLJKWHQ SROLF\ �LQ�(XURSH�� 
 
,Q�WKH�IDFH�RI�FRQWLQXHG�ZHDN�HXUR]RQH�HFRQRPLF�JURZWK��EHORZ-WDUJHW�LQIODWLRQ� DQG�IDOOLQJ�LQIODWLRQ�H[�
SHFWDWLRQV��GURSSLQJ IURP������LQ�-DQXDU\�WR�EHORZ ���� RQ�RQH�FORVHO\�IROORZHG�PHDVXUH�� WKH�(&%�ZDV�
IRUFHG�WR�UHYHUVH�FRXUVH LQ�WKH�ILUVW�KDOI�RI����� DV�ZHOO��0DUNHWV�QRZ�H[SHFW WKH�(&%�WR ORZHU WKH�GHSRVLW�
UDWH�ODWHU�WKLV�\HDU�DQG UHVWDUW 4(�DVVHW�SXUFKDVHV�QH[W�\HDU�  
 
7KH�PDUNHW¶V H[SHFWDWLRQV IRU LPPLQHQW FHQWUDO�EDQN�HDVLQJ�DUH�FOHDU��%XW WKH�)HG DQG�(&%¶V�GHFLVLRQV�
ZLOO�VWLOO�GHSHQG WR�VRPH�H[WHQW RQ WKHLU�DVVHVVPHQW�RI LQFRPLQJ�8�6��DQG�JOREDO�HFRQRPLF�GD�
WD� ,I WKH HFRQRPLF�LQGLFDWRUV�LPSURYH �H�J�� GXH�WR�D OHVVHQLQJ�RI�WUDGH�WHQVLRQV� DQG WKH�)HG GRHV QRW�
FXW UDWHV� ZLOO�HTXLW\�PDUNHWV�VHOO RII��RU�ZLOO�WKH\ UHVSRQG�SRVLWLYHO\�WR�WKH�EHWWHU-ORRNLQJ HFRQRPLF�IXQGD�
PHQWDOV"�$OWHUQDWLYHO\��LI�WKH�)HG�GRHV�IHHO�WKH�QHHG�WR�FXW�UDWHV�E\����EDVLV�SRLQWV�LQ�-XO\��ZLOO�PDU�
NHWV KDYH�D�NQHH-MHUN UDOO\"�2U� ZLOO�WKH\�GR�QRWKLQJ�EHFDXVH VXFK�D�FXW�ZDV�DOUHDG\�GLVFRXQWHG�LQ�SULFHV"�
2U� ZLOO�VWRFNV�VHOO�RII�RQ�IHDUV WKH FXW�LQGLFDWHV�WKH�)HG LV�ZRUULHG�DERXW�D VKDUS HFRQRPLF�VORZ�
GRZQ RU UHFHVVLRQ�RQ�WKH�KRUL]RQ WKDW�LW�ZRQ¶W�EH�DEOH�WR�SUHYHQW" 
 
+LVWRULFDOO\��VWRFNV�KDYH�SHUIRUPHG�ZHOO�LQ�WKH����PRQWKV�DIWHU�DQ�LQLWLDO�)HG�UDWH�FXW��XQOHVV�WKH�HFRQRP\�
LV�KHDGLQJ�LQWR�D�UHFHVVLRQ� ,Q�WKH�ODVW�WZR�F\FOHV��LQ������DQG�������WKH�)HG¶V ILUVW�UDWH FXWV�FDPH�VHYHUDO�
PRQWKV�EHIRUH�WKH�VWDUW�RI�UHFHVVLRQV��EXW�VHYHUH�EHDU�PDUNHWV�IROORZHG�DQ\ZD\�  
 
,W¶V�WUXH�WKDW�RQJRLQJ�DQG�XQSUHFHGHQWHG�)HG�VWLPXOXV�ZDV HYHQWXDOO\ WKH�LPSHWXV�IRU�WKH�����-RQZDUG�EXOO�
PDUNHW�UHFRYHU\��EXW�LW�GLGQ¶W SUHYHQW WKH�EHDU�PDUNHW�RU�UHFHVVLRQ�IURP�KDSSHQLQJ��6R��ZKLOH�³GRQ¶W�ILJKW�
WKH�)HG´�LV�D�JRRG�UXOH�RI�WKXPE��WKH�)HG�LV�QRW�DOO-SRZHUIXO�LQ�SUHYHQWLQJ�UHFHVVLRQV�YLD�PRQHWDU\�VWLPX�
OXV��2Q�WKH�RWKHU�KDQG��WKH�)HG�FDQ�HQVXUH�D�UHFHVVLRQ�KDSSHQV�E\ WLJKWHQLQJ WRR�PXFK� 
 
6XIILFH�LW�WR�VD\� JOREDO FHQWUDO�EDQN�SROLF\�UHPDLQV�D�VLJQLILFDQW�XQFHUWDLQW\ DQG�SRWHQWLDO�PDUNHW�FDWDO\VW�
RYHU�WKH VKRUW- DQG�PHGLXP-WHUP� &OHDUO\� DQG�UHODWHGO\� WKH�HFRQRPLF�RXWORRN�PDWWHUV�DV�ZHOO�  � 
 
&HUWDLQ�PDWHULDO�LQ�WKLV�ZRUN�LV�SURSULHWDU\�WR�DQG�FRS\ULJKWHG�E\�/LWPDQ�*UHJRU\�$QDO\WLFV�DQG�LV�XVHG�E\�/\QFK�)LQDQFLDO�
*URXS�//&�ZLWK�SHUPLVVLRQ��5HSURGXFWLRQ�RU�GLVWULEXWLRQ�RI�WKLV�PDWHULDO�LV�SURKLELWHG�DQG�DOO�ULJKWV�DUH�UHVHUYHG�� 
 


