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%HQFKPDUN�DQG�0XWXDO�)XQG�3HUIRUPDQFH 
 
7KH�ER[�EHORZ�FRQWDLQV�EHQFKPDUN��FDSLWDO�PDUNHW�DQG�LQYHVWPHQW�VW\OH��SHUIRU�
PDQFH�UHVXOWV���7KLV�TXDUWHU��ERWK�HTXLW\�PDUNHWV�DQG�LQWHUHVW�UDWHV�KDYH�EHHQ�RQ�
DQ�XS-DQG-GRZQ�UROOHU-FRDVWHU�ULGH���$PLGVW�WKLV�EDFNGURS��VWRFNV�URVH�LQ�-XO\��
IHOO�LQ�$XJXVW��WKHQ�UDOOLHG�LQ�6HSWHPEHU��)RUHLJQ�VWRFNV�RXWSHUIRUPHG�LQ�WKH�
6HSWHPEHU�UHERXQG��EXW�LW�ZDVQ¶W�HQRXJK�WR�VHH�WKHP�NHHS�SDFH�ZLWK�8�6��VWRFNV�
IRU�WKH�TXDUWHU��'XH�WR�GHFOLQLQJ�LQWHUHVW�UDWHV��FRUH�LQYHVWPHQW-JUDGH�ERQG�UH�
WXUQV�KDYH�EHHQ�VWURQJ�� 
 
7KLUG�4XDUWHU������.H\�7DNHDZD\V 

7KH�WKLUG�TXDUWHU�RI������ZDV�DQRWKHU�FKRSS\�RQH�IRU�ILQDQFLDO�PDUNHWV�DV�LQYHV�
WRUV�FRQWLQXHG�WR�ZHLJK�WKH�RYHUDOO�KHDOWK�RI�WKH�JOREDO�HFRQRP\�DJDLQVW�D�KRVW�
RI�XQFHUWDLQ�PDFUR�IDFWRUV��8QFHUWDLQWLHV�LQFOXGHG�WKH�RQJRLQJ�WUDGH�ZDU�ZLWK�
&KLQD��D�GURQH�DWWDFN�RQ�6DXGL�$UDELD¶V�RLO�ILHOGV��WKH�VHHPLQJO\�QHYHU-HQGLQJ�
%UH[LW�QHJRWLDWLRQV��DQG—DV�6HSWHPEHU�ZUDSSHG—DQ�RIILFLDO�SUHVLGHQWLDO�LP�
SHDFKPHQW�LQYHVWLJDWLRQ�LQ�:DVKLQJWRQ��'�&�� 

2Q�WKH�HFRQRPLF�IURQW��WKH�)HGHUDO�5HVHUYH�IROORZHG�LWV���-EDVLV-SRLQW�LQWHUHVW�
UDWH�FXW�LQ�ODWH�-XO\�ZLWK�DQRWKHU���-EDVLV-SRLQW�FXW�LQ�PLG-6HSWHPEHU��7KHVH�DF�
WLRQV�ZHUH�LQ�UHVSRQVH�WR�WKH�ZHDN�JOREDO�HFRQRPLF��FRQWLQXH�RQ�SDJH���
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7KH�WKLUG�TXDUWHU�RI������
ZDV�D�FKRSS\�RQH�IRU�IL�
QDQFLDO�PDUNHWV� 
 
7KH�)HGHUDO�5HVHUYH�IRO�
ORZHG�LWV���-EDVLV-SRLQW�
LQWHUHVW�UDWH�FXW�LQ�ODWH�
-XO\�ZLWK�DQRWKHU���-
EDVLV-SRLQW�FXW�LQ�PLG-
6HSWHPEHU� � 
 
(TXLW\�PDUNHWV�URVH�LQ�
-XO\��IHOO�LQ�$XJXVW��WKHQ�
UDOOLHG�LQ�6HSWHPEHU� � 
 
'HVSLWH�D�UHERXQG�LQ�6HS�
WHPEHU��IRUHLJQ�
VWRFNV SRVWHG QHJDWLYH UHW
XUQV IRU�WKH�TXDUWHU� � 
 
%RQG�\LHOGV�DURXQG�WKH�
ZRUOG�FRQWLQXHG�WR�PRYH�
ORZHU�LQ�WKH�WKLUG�TXDUWHU�
DV�GHIODWLRQ�FRQFHUQV�WRRN�
KROG� � 
 
&RUSRUDWH�ERQGV JDLQHG�
IRU�WKH�TXDUWHU� � 
 
We welcome questions or com-
ments regarding this newslet-
ter at 
jlynch@lynchfinancialgroup.co
m.  Lynch Financial Group pro-
vides Retirement Wealth Man-
agement Services to individu-
als within 15 years of retire-
ment, retirees, and surviving 
spouses.  We also provide spe-
cialized assistance to profes-
sionals, fiduciaries and heirs in 
wealth transfer situations.  
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8�6��6WRFNV�DUH�3ULFHG�DV�LI�
+LVWRU\�LV�,UUHOHYDQW 

 
$W�D�WLPH�ZKHQ�8�6��VWRFNV�KDYH�
FRQWLQXHG�WR�RXWSHUIRUP��FOLHQWV�
VRPHWLPHV�DVN�ZK\�ZH�GRQ¶W�KDYH�
PRUH�LQ�8�6��VWRFNV��
�,QWHUHVWLQJO\��ZH�UDUHO\�JHW�DVNHG�
ZK\�ZH�GRQ¶W�KDYH�OHVV���7KH�
PRVW�LPSRUWDQW�SRLQW�ZH�UHOD\�LQ�
WKRVH�GLVFXVVLRQV�LV�WKDW�D�SRUWIR�
OLR�QHHGV�WR�PDLQWDLQ�D�EDODQFH�
EHFDXVH�HDFK�DVVHW�LQ�LW�KDV�D�GH�
ILQHG�UROH�DQG�QR�RQH�NQRZV�KRZ�
WR�WLPH�PDUNHW�WRSV�RU�ERWWRPV�� 

   

&RQWLQXHG�RQ�3DJH�� 

Quarter 12 Months   

Large-Cap Benchmarks

Vanguard 500 Index 1.7% 4.1%

Russell 1000 Growth iShares 1.4% 3.5%

Russell 1000 Value iShares 1.3% 3.9%

Mid-Cap Benchmarks

Russell Midcap iShares 0.4% 3.1%

Russell Midcap Growth iShares -0.8% 5.0%

Russell Midcap Value iShares 1.2% 1.5%

Small-Cap Benchmarks

Russell 2000 iShares -2.4% -9.0%

Russell 2000 Growth iShares -4.2% -9.7%

Russell 2000 Value iShares -0.6% -8.4%

Other Benchmarks

Vanguard Developed Mkts Idx -1.0% -2.1%

Vanguard Emerging Markets -3.7% 1.1%

Vanguard REIT Index 7.4% 19.7%

Vanguard Total Bond Mkt Index 2.4% 10.3%

Credit Suisse High Yield Index 1.0% 5.8%

Benchmark Returns (Periods Ended 9/30/2019)



HQYLURQPHQW�DQG�WKH�LPSDFW�RI�WUDGH�SROLF\�RQ�8�6��EXVLQHVV�VHQWLPHQW�DQG�FDSLWDO�H[SHQGLWXUH��7KH�(XURSH�
DQ�&HQWUDO�%DQN�DOVR�FXW�LWV�SROLF\�UDWH�DQG�DQQRXQFHG�LW�ZRXOG�ODXQFK�D�QHZ�RSHQ-HQGHG�DVVHW�SXUFKDVH�
SODQ��L�H���TXDQWLWDWLYH�HDVLQJ��VWDUWLQJ�LQ�1RYHPEHU� 

$PLGVW�WKLV�EDFNGURS��HTXLW\�PDUNHWV�URVH�LQ�-XO\��IHOO�LQ�$XJXVW��WKHQ�UDOOLHG�LQ�6HSWHPEHU��/DUJHU-FDS�8�6��
VWRFNV�JDLQHG����IRU�WKH�TXDUWHU�DQG�KDYH�QHWWHG�RYHU�����\HDU�WR�GDWH��6PDOOHU-FDS�8�6��VWRFNV�VXIIHUHG�
PRUH�DFXWHO\�GXULQJ�WKH�PDUNHW�GURSV�DQG�HQGHG�WKH�TXDUWHU�GRZQ�������)RU�WKH�\HDU�WR�GDWH��WKH\�DUH�VWLOO�
XS�D�KHDOWK\������� 

)RUHLJQ�VWRFNV�OLNHZLVH�URGH�D�UROOHU-FRDVWHU�TXDUWHU��KRZHYHU��WKHLU�UHERXQG�LQ�6HSWHPEHU�ZDVQ¶W�TXLWH�
HQRXJK�WR�VHH�WKHP�NHHS�SDFH�ZLWK�8�6��VWRFNV��,Q�WKH�WKLUG�TXDUWHU��GHYHORSHG�LQWHUQDWLRQDO�VWRFNV�IHOO�������
(XURSHDQ�VWRFNV�IHOO�DERXW�������DQG�(0�VWRFNV�IHOO�������5HWXUQV�DUH�VWLOO�UREXVW�IRU�WKH�\HDU�VR�IDU��ZLWK�
GHYHORSHG�LQWHUQDWLRQDO�DQG�(XURSHDQ�PDUNHWV�SRVWLQJ�GRXEOH-GLJLW�JDLQV��������DQG��������UHVSHFWLYHO\��
DQG�(0�VWRFNV�ULVLQJ�FORVH�WR����� 

%RQG�\LHOGV�DURXQG�WKH�ZRUOG�FRQWLQXHG�WR�PRYH�ORZHU�LQ�WKH�WKLUG�TXDUWHU�DV�GHIODWLRQ�FRQFHUQV�WRRN�KROG��
7KH�EHQFKPDUN���-\HDU�7UHDVXU\�\LHOG�HQGHG�WKH�TXDUWHU�DW��������GRZQ�IURP�D����\LHOG�DW�WKH�HQG�RI�WKH�
VHFRQG�TXDUWHU��&RUH�LQYHVWPHQW-JUDGH�ERQGV�JDLQHG�������ZKLOH�IORDWLQJ-UDWH�ORDQV�UHWXUQHG������DQG�KLJK-
\LHOG�ERQGV�JDLQHG������� 

7KH�JOREDO�WLOW�RI�RXU�EDODQFHG�SRUWIROLRV�ZDV�D�GDPSHU�RQ�RXU�RYHUDOO�SHUIRUPDQFH�IRU�WKH�TXDUWHU��+RZHYHU��
RXU�SRUWIROLR�SRVLWLRQLQJ�DGGHG�YDOXH�LQ�6HSWHPEHU�ZKHQ�LQWHUHVW�UDWHV�PRYHG�KLJKHU��FDWDO\]HG�E\�DQ�DSSDU�
HQW�GpWHQWH��DW�OHDVW�IRU�WKH�WLPH�EHLQJ��LQ�WKH�8�6�-&KLQD�WUDGH�ZDU��5LVLQJ�LQWHUHVW�UDWHV�EURXJKW�ORVVHV�WR�
FRUH�ERQGV��ZKLOH�RXU�IOH[LEOH�IL[HG-LQFRPH�DQG�IORDWLQJ-UDWH�ORDQ�IXQGV�KDG�JDLQV��6HSWHPEHU¶V�PRUH�RSWL�
PLVWLF�QHZV�RQ�WKH�WUDGH�IURQW�DOVR�ERRVWHG�PRUH�F\FOLFDOO\�VHQVLWLYH�LQWHUQDWLRQDO�DQG�(0�VWRFN�PDUNHWV�DV�
ZHOO�DV�8�6��YDOXH�VWRFNV��DOO�RI�ZKLFK�KDYH�ODJJHG�WKH�6	3�����PDUNHW�LQGH[�WKH�SDVW�VHYHUDO�\HDUV� 

0DUNHW�DQG�3RUWIROLR�2XWORRN 

7KH�ILQDQFLDO�HQYLURQPHQW�FRQWLQXHV�WR�IHHO�OLNH�D�JDPH�RI�WXJ�RI�ZDU��2Q�RQH�VLGH��ZH�KDYH�D�VWLOO-VROLG�8�6��

� 
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� 

HFRQRP\�WKDW�KDV�JURZQ�IRU�D�UHFRUG�QXPEHU�RI�FRQVHFXWLYH�\HDUV��:KLOH�PHDVXUHV�RI�PDQXIDFWXULQJ�DFWLY�
LW\�DUH�VORZLQJ��JOREDO�VHUYLFHV�DFWLYLW\��ZKLFK�UHSUHVHQWV�XSZDUG�RI����-SOXV�RI�WKH�JOREDO�HFRQRP\��DQG�
PRUH�WKDQ�����RI�8�6��*'3��VWLOO�ORRNV�VROLG���6HH�WKH�SULRU�SDJH�FKDUW�IURP�%&$�5HVHDUFK��QRWH��30,V�
DERYH����GHQRWH�H[SDQVLRQ�DQG�30,V�EHORZ����GHQRWH�FRQWUDFWLRQ���+RXVHKROG�EDODQFH�VKHHWV�DQG�FRQ�
VXPHU�VSHQGLQJ�DOVR�UHPDLQ�KHDOWK\��VXSSRUWHG�E\�ORZ�XQHPSOR\PHQW�DQG�VROLG�ZDJH�JURZWK�� 

2Q�WKH�RWKHU�VLGH��JOREDO�HFRQRPLF�JURZWK�UHPDLQV�ZHDN�DQG�FRQVHQVXV�H[SHFWDWLRQV�DUH�IRU�IXUWKHU�VORZ�
LQJ��,Q�SDUWLFXODU��WKH�ORQJHU�D�&KLQD-8�6��WUDGH�DJUHHPHQW�UHPDLQV�HOXVLYH��WKH�ZHDNHU�WKH�HFRQRP\�ZLOO�
JHW�DV�FRUSRUDWLRQV�IXUWKHU�GHOD\�FDSLWDO�H[SHQGLWXUHV�DQG�KLULQJ�GHFLVLRQV��QRW�WR�PHQWLRQ�WKH�GLUHFW�LPSDFW�
DOUHDG\�IHOW�E\�WKH�PDQXIDFWXULQJ�VHFWRU� 

7KH�H[SDQVLYH�PRQHWDU\�SROLFLHV�RI�FHQWUDO�EDQNV�DURXQG�WKH�ZRUOG�FRQWLQXH�WR�SUHVHQW�DQ�XQNQRZQ�ULVN�
IDFWRU��7KH�WRWDO�YDOXH�RI�QHJDWLYH-\LHOGLQJ�ERQGV�LV�RYHU�����WULOOLRQ��JOREDOO\��&HQWUDO�EDQNV�LQ�(XURSH�
DQG�-DSDQ�KDYH�UHVRUWHG�WR�WKHVH�H[SHULPHQWDO�SROLFLHV�EHFDXVH�VLPSO\�ORZHULQJ�LQWHUHVW�UDWHV��HYHQ�WR�]HUR��
KDV�QRW�KHOSHG�WKHP�PHHW�WKHLU�JURZWK�DQG�LQIODWLRQ�WDUJHWV��:KLOH�QR�RQH�UHDOO\�NQRZV�ZKDW�WKH�ORQJ-WHUP�
UDPLILFDWLRQV�ZLOO�EH��ZH�FDQ�LGHQWLI\�VRPH�FOHDU�VKRUW-WHUP�GDQJHUV��LQFOXGLQJ�LQYHVWRUV�VHHNLQJ�RXW�ULVNLHU�
DVVHWV�WKDQ�WKH\�QRUPDOO\�ZRXOG��GULYLQJ�XS�WKH�SULFHV�RI�WKHVH�LQYHVWPHQWV�WR�XQSUHFHGHQWHG�OHYHOV�DQG�
H[SRVLQJ�WKHLU�SRUWIROLRV�WR�JUHDWHU�ORVV�� 

0XFK�KDV�DOVR�EHHQ�PDGH�LQ�WKH�ILQDQFLDO�SUHVV�RI�WKH�³LQYHUVLRQ´�RI�WKH�\LHOG�FXUYH��DQ�XQFRPPRQ��LQ�
YHUVH�\LHOG-WLPH�UHODWLRQVKLS�ZKHUH�ORQJHU-PDWXULW\�ERQGV�FDUU\�ORZHU�LQWHUHVW�UDWHV�WKDQ�VKRUWHU-WHUP�
ERQGV��$�\LHOG�FXUYH�LQYHUVLRQ�LV�KLVWRULFDOO\�VLJQLILFDQW�LQ�ILQDQFLDO�PDUNHWV��JLYHQ�DQ�LQYHUVLRQ�KDV�SUH�
FHGHG�WKH�ODVW�VHYHQ�UHFHVVLRQV��2QH�LQWHUSUHWDWLRQ�LV�WKDW�ERQG�PDUNHWV�DUH�WHOOLQJ�XV��³*RRG�WLPHV�DUH�KHUH�
«�EXW�EDG�WLPHV�DUH�FRPLQJ�´� 

/RRNLQJ�)XUWKHU�$KHDG 

:KLOH�ZH�WKLQN�LW¶V�SUXGHQW�WR�EH�D�OLWWOH�PRUH�GHIHQVLYH�LQ�RXU�ERQG�SRVLWLRQLQJ��ZH�DOVR�UHFRJQL]H�WKDW�WKH�
FXUUHQW�WXJ�RI�ZDU�PD\�FRQWLQXH��8�6��VWRFNV�PD\�EH�SULFHG�DW�KLVWRULFDOO\�KLJK�OHYHOV��EXW�WKH�RSSRUWXQLW\�
FRVW�RI�VHOOLQJ�RXU�8�6��VWRFN�SRVLWLRQ�LV�WRR�JUHDW��JLYHQ�WKH\�PD\�FRQWLQXH�WR�JR�XS�RYHU�WKH�VKRUW�WHUP�DV�
WKH\�KDYH�IRU�VHYHUDO�\HDUV�� 

)ROORZLQJ�D�FRPSUHKHQVLYH�UHYLHZ�RI�RXU�JOREDO�HTXLW\�DVVXPSWLRQV��ZH�DOVR�UHPDLQ�ILUPO\�FRQYLQFHG�WKDW�
IRUHLJQ�VWRFNV�DUH�UHODWLYHO\�DWWUDFWLYH��SDUWLFXODUO\�YHUVXV�8�6��VWRFNV��'HVSLWH�WKH�ULVNV��ZH�FRQWLQXH�WR�VHH�
FRXQWU\-OHYHO�UHIRUPV�DQG�FRPSDQ\-OHYHO�UHVWUXFWXULQJ�WKDW�ZH�WKLQN�DUH�VLJQLILFDQW�SRVLWLYHV��,I�DQG�ZKHQ�
JOREDO�JURZWK�UHWXUQV�WR�KHDOWK\�OHYHOV��DV�LW�VWDUWHG�WR�LQ������EHIRUH�WUDGH�ZDU�WHQVLRQV�FRQWULEXWHG�WR�D�
JURZWK�VORZGRZQ��ZH�WKLQN�(XURSHDQ�DQG�(0�VWRFNV�DUH�SRLVHG�WR�GR�YHU\�ZHOO�� 

7KH�FXUUHQW�LQYHVWLQJ�HQYLURQPHQW�DQG�LWV�UDQJH�RI�FRQIOLFWLQJ�RXWFRPHV�RQO\�KLJKOLJKWV�ZK\�ZH�EHOLHYH�LW�
LV�LPSRUWDQW�WR�LQFRUSRUDWH�D�ZLGH�UDQJH�RI�VFHQDULRV�LQ�RXU�SRUWIROLR�PDQDJHPHQW�SURFHVV��7KH�PRVW�HIIHF�
WLYH�ZD\�WR�GR�WKLV�LV�WKURXJK�GLYHUVLILFDWLRQ�DFURVV�PXOWLSOH�DVVHW�FODVVHV�DQG�LQYHVWPHQW�VWUDWHJLHV�WKDW�
KDYH�GLIIHUHQW�ULVN�H[SRVXUHV�DQG�GLIIHUHQW�VRXUFHV�RI�UHWXUQ��2I�FRXUVH��WKLV�DOVR�PHDQV�WKDW�QRW�HYHU\�SRVL�
WLRQ�ZLOO�SHUIRUP�ZHOO�LQ�HYHU\�VFHQDULR�RU�PDFURHFRQRPLF�HQYLURQPHQW��7KDW¶V�WKH�GHILQLWLRQ�RI�SRUWIROLR� 
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6SHFLDO�UHSRUW�-��8�6��6WRFNV�DUH�3ULFHG�DV�LI�+LVWRU\�LV�,UUHOHYDQW��FRQWLQXHG�IURP�3DJH���� 
 
0DUNHWV�W\SLFDOO\�GRQ¶W�VWRS�ULVLQJ�ZKHQ�WKH\�UHDFK�IDLU�YDOXH��+LVWRU\�KDV�VKRZQ�WKH\�RYHUVKRRW�ERWK�ZKHQ�
WKH\�JR�XS�DQG�ZKHQ�WKH\�JR�GRZQ�EHFDXVH�RI�LQYHVWRUV¶�JUHHG��RU�IHDU�RI�PLVVLQJ�RXW��DQG�IHDU��RI�ORVVHV���
7R�MXVWLI\�D�KLJKHU�ZHLJKWLQJ�WR�8�6��VWRFNV�DW�SUHVHQW��ZH¶G�KDYH�WR�DVVXPH�KLVWRU\�LV�ODUJHO\�LUUHOHYDQW��:H�
ZLOO�H[SODLQ�KRZ�ZH�DUULYH�DW�WKLV�FRQFOXVLRQ� 
 
)LUVW��ZH�ZDQW�WR�WRXFK�XSRQ�WKH�EDVLF�FRPSRQHQWV�WKDW�PDNH�XS�8�6��VWRFN�UHWXUQV��%\�DQDO\]LQJ�HDFK�FRP�
SRQHQW��ZH�FDQ�DVVHVV�SRWHQWLDO�UHWXUQV�DQG�WKH�OLNHOLKRRG�RI�DFKLHYLQJ�WKHP��:H�UHO\�RQ�KLVWRU\�DV�D�JXLGH�
EHFDXVH�ZH�EHOLHYH�HFRQRPLHV�DQG�PDUNHWV�PRYH�LQ�EURDGO\�UHSHDWLQJ�F\FOHV�RI�GLIIHUHQW�GXUDWLRQV��%XW�ZH�
DOVR�NQRZ�KLVWRU\�GRHV�QRW�UHSHDW�H[DFWO\��VR�ZH�SD\�FORVH�DWWHQWLRQ�WR�IRUFHV�WKDW�FDQ�OHDG�WR�GLIIHUHQW�VFH�
QDULRV�RU�RXWFRPHV�WKDQ�REVHUYHG�KLVWRULFDOO\��� 
 
%UHDNLQJ�'RZQ�(TXLW\�5HWXUQ�&RPSRQHQWV 
� 
7KHUH�DUH�RQO\�WKUHH�GULYHUV�RI�HTXLW\�UHWXUQV�� 
 

�� 'LYLGHQG�<LHOG—WKH�SRUWLRQ�RI�HDUQLQJV�GLVWULEXWHG�WR�VWRFNKROGHUV�DV�D�SHUFHQWDJH�RI�WKH�VWRFN�
SULFH 

�� (DUQLQJV�*URZWK—GHWHUPLQHG�E\�VDOHV�JURZWK�DQG�E\�FKDQJHV�LQ�SURILW�PDUJLQV� 
�� 9DOXDWLRQV—KRZ�PXFK�LQYHVWRUV�DUH�ZLOOLQJ�WR�SD\�IRU�HDFK����RI�HDUQLQJV��3�(�UDWLR� 

 
)RU�VRPH�KLVWRULFDO�FRQWH[W��WKH�FKDUW�EHORZ�VKRZV�KRZ�WKHVH�UHWXUQ�FRPSRQHQWV�EUHDN�RXW�DFURVV�GLIIHUHQW�
SHULRGV�RU�UHJLPHV� 

GLYHUVLILFDWLRQ�DQG�WKH�HVVHQFH�RI�ULVN�PDQDJHPHQW�XQGHU�XQFHUWDLQW\�� 
 
:H�DSSUHFLDWH�\RXU�WUXVW�LQ�XV�DQG�ZHOFRPH�DQ\�TXHVWLRQV�\RX�PD\�KDYH�� 



� 

 

 

7KH�6LWXDWLRQ�7RGD\ 
 
'LYLGHQG�\LHOGV��FXUUHQWO\�DURXQG�������WHQG�WR�EH�VWDEOH�RYHU�WLPH�DQG�GRQ¶W�OHDG�WR�D�ORW�RI�YDULDQFH�LQ�
UHWXUQ�RXWFRPHV��%XW�HDUQLQJV�JURZWK�DQG�YDOXDWLRQV�GR��6R��OHW¶V�GLJ�LQWR�WKHVH�WZR�FRPSRQHQWV� 
 
(DUQLQJV�*URZWK 
 
6LQFH�������VDOHV�JURZWK�KDV�
EHHQ�URXJKO\�����7KLV�LV�LQ�
OLQH�ZLWK�RYHUDOO�8�6��HFRQRP�
LF�JURZWK�WKLV�F\FOH��EXW�PXFK�
VORZHU�WKDQ�WKH����WR����
VDOHV�JURZWK�REVHUYHG�SRVW-
����V��+RZHYHU��VORZ�WRS-OLQH�
JURZWK�KDV�EHHQ�PRUH�WKDQ�
RIIVHW�E\�D�VXVWDLQHG�ULVH�LQ�
SURILW�PDUJLQV—IURP�D�KLVWRU�
LFDO�DYHUDJH�RI����WR�����LQ�
WKLV�F\FOH��7KLV�LV�DQ�RXWFRPH�
DQ�LQYHVWRU�LQ������ZRXOG�
KDYH�JLYHQ�D�OHVV�WKDQ����
FKDQFH�RI�RFFXUULQJ��VHH�FKDUW�
RQ�WKLV�SDJH���%XW�WKLV�LV�ZKDW�
WUDQVSLUHG��WKDQNV�WR�WKH�FRQ�
IOXHQFH�RI�WZR�PDLQ�IRUFHV��
JOREDOL]DWLRQ�DQG�IUHH�WUDGH��
DQG�FRUSRUDWLRQV�JDLQLQJ�D�
ODUJHU�VKDUH�RI�WKH�HFRQRPLF�SLH�WKDQ�ODERU�� 
 
+RZHYHU��WKHVH�WZR�IRUFHV�QRZ�VHHP�WR�EH�WXUQLQJ�QHJDWLYH��DQG�ZH�EHOLHYH�WKHUH¶V�D�JRRG�FKDQFH�WKHLU�LP�
SDFW�ZLOO�EH�ORQJ-ODVWLQJ��GHSUHVVLQJ�ERWK�PDUJLQV�DQG�LQYHVWRU�VHQWLPHQW��7KH�ODWWHU�ZLOO�DOVR�LPSDFW�YDOXD�
WLRQV—ZKDW�LQYHVWRUV�DUH�ZLOOLQJ�WR�SD\�IRU�D�GROODU�RI�HDUQLQJV�� 
 
$V�ZH�DQDO\]H�DQG�PRGHO�H[SHFWHG�UHWXUQV�IRU�8�6��VWRFNV��LQ�RXU�FHQWUDO�RU�EDVH�FDVH�ZH�JLYH�FUHGHQFH�WR�
WKH�RSWLPLVWLF�YLHZ�WKDW�FRUSRUDWH�PDUJLQ�VWUXFWXUHV�KDYH�SHUPDQHQWO\�VKLIWHG�XS��ZH�DVVXPH�PDUJLQV�RI�
����PXFK�KLJKHU�WKDQ�WKH�KLVWRULFDO�DYHUDJH��:LWK�WKLV�DVVXPSWLRQ��ZH�DUH�HVVHQWLDOO\�LJQRULQJ�QHDUO\�����
RI�KLVWRULFDO�RXWFRPHV��VHH�VDPH�FKDUW�RQ�WKLV�SDJH��� 
 
:H�DOVR�QHHG�WR�PDNH�DQ�DVVXPSWLRQ�DERXW�VDOHV�JURZWK�RYHU�RXU�ILYH-\HDU�HVWLPDWLRQ�SHULRG��:H�DVVXPH�
���JURZWK��DOPRVW�WZLFH�WKH�OHYHO�DFKLHYHG�WKLV�F\FOH—DQG�WKLV�LV�GHVSLWH�8�6��PRQHWDU\�DQG�ILVFDO�VWLPX�
OXV�XQVHHQ�RXWVLGH�ZDUV�DQG�UHFHVVLRQV� 
 
2QH�FRXOG�DUJXH�ZH�DUH�EHLQJ�JHQHURXV�ZLWK�WKHVH�EDVH-FDVH�DVVXPSWLRQV��7KDW¶V�SDUWO\�RXU�SRLQW��(YHQ�
ZLWK�PDUJLQ�DQG�VDOHV-JURZWK�DVVXPSWLRQV�WKDW�VHHP�RSWLPLVWLF�UHODWLYH�WR�ZKDW�KLVWRU\�DQG�FXUUHQW�DQG�IX�
WXUH�HFRQRPLF�IXQGDPHQWDOV�VXJJHVW��RXU�PRGHO�\LHOGV�MXVW����DQQXDO�HDUQLQJV�JURZWK�LQ�RXU�EDVH�FDVH�� 
 



� 

9DOXDWLRQV 
 
:H�FRQVLGHU�D�ORW�RI�IDFWRUV�ZKHQ�GHWHUPLQLQJ�D�UHDVRQDEOH�YDOXDWLRQ�PXOWLSOH�WR�SD\�IRU�D�GROODU�RI�ZKDW�
ZH¶G�FRQVLGHU�D�QRUPDO�OHYHO�RI�HDUQLQJV��:H�ZDQW�WR�EH�FRPSHQVDWHG�LQ�DEVROXWH�WHUPV�IRU�WKH�GRZQVLGH�
ULVN�RI�RZQLQJ�HTXLWLHV��6LQFH�WKH�HQG�RI�:RUOG�:DU�,,��ZH�KDYH�VHHQ�PDUNHW�GHFOLQHV�RQ�WKH�RUGHU�RI�����
WR������DQG�ZH�H[SHFW�D�GHFOLQH�RI�VLPLODU�PDJQLWXGH�LQ�WKH�QH[W�EHDU�PDUNHW��:H�VHHN�DW�OHDVW�D�KLJK�VLQ�
JOH-GLJLW�ILYH-\HDU�H[SHFWHG�UHWXUQ�WR�IXOO\�FRPSHQVDWH�XV�IRU�HTXLW\�ULVN��6DLG�DQRWKHU�ZD\��ZH�GRQ¶W�FRQ�
VLGHU�VWRFNV�DWWUDFWLYH�EDVHG�VLPSO\�RQ�ZKHWKHU�WKH\�ZLOO�GR�EHWWHU�WKDQ�FRUH�ERQGV��D�PXFK�ORZHU-ULVN�DV�
VHW���HVSHFLDOO\�ZKHQ�ERQGV�DUJXDEO\�DUH�WKH�PRVW�RYHUYDOXHG�DVVHW�FODVV�LQ�WKH�ZRUOG�WRGD\��RIIHULQJ�H[�
WUHPHO\�ORZ�\LHOG�DQG�H[SHFWHG�UHWXUQ�� 
 
:H�ZDQW�WR�OHDUQ�IURP�KLVWRU\��:H�VWXG\�GLIIHUHQW�YDOXDWLRQ�UHJLPHV�DFURVV�WLPH��WKH�XQLTXH�IXQGDPHQWDOV��
RSWLPLVP��DQG�IHDUV�WKDW�H[LVWHG�DQG�XQGHUSLQQHG�YDOXDWLRQV�LQ�WKRVH�UHJLPHV��:H�IDFWRU�ULVNV�WKDW�FDQ¶W�EH�
TXDQWLILHG�RU�WKDW�ZH�PD\�QRW�KDYH�KLVWRULFDOO\�REVHUYHG��)RU�H[DPSOH��EDFN�LQ�������ZH�ZHUH�FRQFHUQHG�
KRZ�WKH�XQZLQGLQJ�RI�XQSUHFHGHQWHG�PRQHWDU\�SROLF\��4(��ZRXOG�LPSDFW�WKH�ULVN�DVVHWV�WKDW�LW�ZDV�PHDQW�
WR�LQIODWH��ZKLFK�LW�GLG���:H�JRW�D�WDVWH�RI�WKLV�ULVN�LQ�WKH�IRXUWK�TXDUWHU�RI������ZKHQ�WKH�)HG�ZDV�IRUFHG�WR�
PDNH�D�8-WXUQ�LQ�LWV�PRQHWDU\�SROLF\�DIWHU�WKH�6	3�����GURSSHG�DURXQG�����LQ�D�YHU\�VKRUW�SHULRG�� 
 
,Q�WRGD\¶V�YDOXDWLRQ�UHJLPH��WKH�NH\�XQLTXH�ULVN�IDFWRUV�ZH�EHOLHYH�ZH�VKRXOG�IDFWRU�LQ�RXU�DQDO\VHV�DUH�WKH�
IROORZLQJ�� 
 
· +LJKHU�UHJXODWLRQ�DQG�SROLWLFDO�ULVN��,QFRPH�DQG�ZHDOWK�LQHTXDOLW\�KDV�ZLGHQHG�WKLV�F\FOH�WR�D�SRLQW�

ZKHUH�KLVWRULFDOO\�KLJK�FRUSRUDWH�SURILW�PDUJLQV�DUH�LQYLWLQJ�JUHDWHU�UHJXODWRU\�DQG�SROLWLFDO�VFUXWLQ\�
DQG�DFWLRQV�DJDLQVW�FRUSRUDWLRQV�DQG�LQYHVWRUV�� 

 
· 3URWHFWLRQLVP�ULVN��:KLOH�WUDGH�WHQVLRQV�PD\�UHVROYH�LQ�WKH�VKRUWHU�WHUP��ZH�WKLQN�WKHUH�LV�D�JRRG�

FKDQFH�ZH�ZLOO�UHPDLQ�LQ�D�KHLJKWHQHG�HQYLURQPHQW�RI�JOREDO�WUDGH�IULFWLRQ�IRU�DQ�H[WHQGHG�SHULRG��7KLV�
ZLOO�ZHLJK�RQ�EXVLQHVV�DQG�LQYHVWRU�VHQWLPHQW�DQG�LQFUHDVH�WKH�FRVW�RI�GRLQJ�EXVLQHVV�IRU�FRPSDQLHV� 

 
· ,QIODWLRQ�ULVN��7KLV�ULVN�PD\�EH�KLJKHU�IRU�LQYHVWRUV�WKDQ�LQ�WKH�SDVW�WKUHH�GHFDGHV��:H�EHOLHYH�ZH�

GRQ¶W�HYHQ�QHHG�WR�PDNH�WKH�FDVH�IRU�LQIODWLRQ�EHFDXVH�³VWDJQDWLRQ´�RU�³GLVLQIODWLRQ´�DSSHDUV�WR�EH�IXOO\�
SULFHG�LQWR�PDUNHWV�ZKHUHYHU�ZH�ORRN—VWRFNV��ERQGV��FRPPRGLWLHV��UHDO�HVWDWH��HWF��8OWLPDWHO\�WKDW¶V�
ZKDW�PDWWHUV�WR�DQ�LQYHVWRU—ZKDW¶V�OLNHO\�SULFHG�LQ�DQG�RYHU�ZKDW�GXUDWLRQ� 

 
6R��JLYHQ�WKHVH�ULVNV��LQVWHDG�RI�DVVXPLQJ�DQ���[�WR���[�3�(�PXOWLSOH�IRU�HDUQLQJV��WKH�SRVW-�����DYHUDJH��
RXU�EDVH-FDVH�DVVXPSWLRQ�LV���[��ZKLFK�LV�KLJKHU�WKDQ�WKH�SRVW-����V�DYHUDJH�RI���[�DQG�LQ�OLQH�ZLWK�WKH�
SRVW-����V�DYHUDJH��$V�RI�-XQH�����������LQYHVWRUV�ZHUH�SD\LQJ���[�HDUQLQJV�IRU�WKH�6	3������$Q�LQYHVWRU�
LQ�D�8�6��VWRFN�PDUNHW�LQGH[�IXQG�RU�(7)�LV�SD\LQJ�DQ�HYHQ�KLJKHU�SUHPLXP��WKH�ZHLJKWHG�3�(�UDWLR�IRU�WKH�
6	3�����LV�FORVH�WR���[��DFFRUGLQJ�WR�)LGXFLDU\�,QYHVWPHQW�0DQDJHPHQW� 
 
0DQ\�LQYHVWRUV�LQFRUUHFWO\�DVVXPH�WKDW�ORZ�LQWHUHVW�UDWHV�MXVWLI\�WRGD\¶V�KLJKHU�YDOXDWLRQV��,W�LV�WUXH�WKDW�
SHUPDQHQWO\�ORZHU�UDWHV�PHDQ�IXWXUH�FDVK�IORZV�DUH�GLVFRXQWHG�DW�D�ORZHU�UDWH�DV�ZHOO��7KLV�VKRXOG�UDLVH�
VWRFN�SULFHV��DOO�HOVH�HTXDO��EXW�DOO�HOVH�LV�QRW�HTXDO��,QWHUHVW�UDWHV�DUH�ORZ�EHFDXVH�WKH�)HG�LV�FRQFHUQHG�IX�
WXUH�JURZWK�ZLOO�EH�ORZ��,I�IXWXUH�FDVK�IORZV�JURZ�DW�D�VORZHU�UDWH��WKLV�RIIVHWV�DQ\�ORZHU�GLVFRXQW�UDWH��DQG�
KLJKHU�YDOXDWLRQV�DUH�WKHUHIRUH�QRW�MXVWLILHG��)RU�FXUUHQW�KLJK�YDOXDWLRQ�OHYHOV�WR�EH�IDLU��UDWHV�PXVW�VWD\�WKLV�
ORZ�IRUHYHU�DQG�JURZWK�FDQQRW�FRQWLQXH�WR�GLVDSSRLQW�DV�LW�KDV�WKLV�F\FOH�� 
 
)LQDOO\��LW¶V�ZRUWK�UHPHPEHULQJ�ORZ�UDWHV�GR�QRW�VKLHOG�LQYHVWRUV�IURP�DQ�RYHUYDOXHG�HTXLW\�PDUNHW��&DVH�
LQ�SRLQW��WKH�)HG�ZDV�VLJQLILFDQWO\�FXWWLQJ�LQWHUHVW�UDWHV�LQ�WKH�EHDU�PDUNHWV�RI�����–�����DQG�����–�����
EXW�FRXOG�QRW�SUHYHQW�WKH�QHDUO\�����GHFOLQHV�LQ�WKH�VWRFN�PDUNHW� 
 
:KHQ�ZH�DVVXPH�YDOXDWLRQV�UHYHUW�IURP�WKH�FXUUHQW�OHYHO�WR���[�3�(�RYHU�D�ILYH-\HDU�SHULRG��LW�LPSOLHV�DQ�
DQQXDOL]HG�ORVV�RI�–�����IURP�FRQWUDFWLQJ�3�(�PXOWLSOHV�   
 
 



� 

3XWWLQJ�LW�7RJHWKHU��:KDW�2XU�$QDO\VLV�RI�8�6��6WRFN�0DUNHW�5HWXUQ�&RPSRQHQWV�7HOOV�8V 
 
:KHQ�ZH�DJJUHJDWH�WKH�WKUHH�UHWXUQ�FRPSRQHQWV��GLYLGHQG�\LHOG�RI�������HDUQLQJV�JURZWK�RI�����YDOXD�
WLRQV�RU�3�(�FRPSUHVVLRQ�RI�QHJDWLYH��������IXWXUH�ILYH-\HDU�H[SHFWHG�8�6��VWRFN�UHWXUQV�DUH�OHVV�WKDQ�RQH� 
SHUFHQW��DQQXDOL]HG��DQG�WKLV�LV�GHVSLWH�RXU�UHODWLYHO\�JHQHURXV�PDUJLQ�DQG�VDOHV-JURZWK�DVVXPSWLRQV��,I�ZH�
ZHUH�WR�VWUHWFK�RQ�YDOXDWLRQ�PXOWLSOHV�DQG�DVVXPH���[�RU���[�3�(��H[SHFWHG�UHWXUQV�DUH�D�ELW�DERYH�����
ZKLFK�LV�VWLOO�SRRU�DQG�ZHOO�EHORZ�ZKDW�ZH�UHTXLUH�WR�EH�IXOO\�LQYHVWHG�LQ�8�6��VWRFNV��,Q�RXU�EHDU-FDVH�VFH�
QDULR��ZKHUH�ZH�JLYH�KLVWRU\�PRUH�ZHLJKW�DQG�DVVXPH����PDUJLQV�DQG����VDOHV�JURZWK��WKH�WZR�GHWHUPL�
QDQWV�RI�HDUQLQJV�JURZWK���UHWXUQV�DUH�TXLWH�QHJDWLYH�RYHU�RXU�ILYH-\HDU�WLPH�KRUL]RQ�� 
 
6R��WR�DVN�WKH�TXHVWLRQ�ZH�JHW�UDUHO\��:K\�GRQ¶W�ZH�KDYH�HYHQ�OHVV�LQ�8�6��VWRFNV"�%HFDXVH�WKHUH�DUH�VFH�
QDULRV�ZKHUH�ZH�FDQ�VHH�8�6��VWRFNV�JHQHUDWH����WR�����DQQXDO�UHWXUQV�RYHU�WKH�QH[W�ILYH�\HDUV��)RU�VXFK�
DQ�RXWFRPH��LQYHVWRUV�ZRXOG�KDYH�WR�DVVXPH�SURILW�PDUJLQV�VWD\�DW�DOO-WLPH�KLJKV��VDOHV�JURZ�DW�PRUH�WKDQ�
WZLFH�WKH�UDWH�WKH\�KDYH�VLQFH�������DQG�LQYHVWRUV�FRQWLQXH�WR�DFFHSW�WKH�UHODWLYHO\�KLJK�YDOXDWLRQV�RI�WRGD\��
SRVVLEO\�SD\LQJ�HYHQ�PRUH�GXULQJ�ZKDW�UHPDLQV�DQ�XQLQVSLULQJ�UHDO�HFRQRPLF�HQYLURQPHQW�ZLWK�KHLJKWHQHG�
JHRSROLWLFDO�DQG�WUDGH�WHQVLRQV��,Q�RXU�YLHZ��WKLV�RXWFRPH�KDV�OLWWOH�FKDQFH�RI�SOD\LQJ�RXW�RYHU�DQ�H[WHQGHG�
SHULRG��%XW�LW¶V�D�SRVVLELOLW\�ZH�FDQ¶W�H[FOXGH�IURP�RXU�WKLQNLQJ�HQWLUHO\��HVSHFLDOO\�LI�WKH�SURPLVH�RI�WHFK�
QRORJ\��DUWLILFLDO�LQWHOOLJHQFH��URERWLFV��HWF���DOORZV�FRPSDQLHV�WR�FRQWLQXH�WR�ORZHU�WKHLU�RSHUDWLRQDO�FRVWV�
LQ�WKH�QH[W�F\FOH�DQG�EH\RQG���:H�WKLQN�LW�ZRXOG�EH�KDUG�WR�DFKLHYH�WKRXJK�JLYHQ�WKH�VRFLDO�DQG�SROLWLFDO�
SXVKEDFN�ZH�DUH�DOUHDG\�VHHLQJ�LQ�$PHULFD�DQG�RWKHU�GHYHORSHG�QDWLRQV�LQ�WKLV�F\FOH���6R��ZH�KDYH�FRQWLQ�
XHG�WR�KROG�D�UHGXFHG�DOORFDWLRQ�WR�8�6��VWRFNV�DFURVV�RXU�FOLHQWV¶�SRUWIROLRV�LQ�IDYRU�RI�PRUH�DWWUDFWLYH�DVVHW�
FODVVHV��QRQ-8�6��VWRFNV��LQFRPH�LQYHVWPHQWV��DQG�DOWHUQDWLYH�VWUDWHJ\�LQYHVWPHQWV�� 
 
 
 
&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�� 
 


