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)LUVW�4XDUWHU������.H\�7DNHDZD\V 

:H�DUH�DOO�QRZ�OLYLQJ�WKURXJK�D�SHULRG�LQ�KLVWRU\�QRQH�RI�XV�ZLOO�HYHU�IRUJHW��7KH�LPSDFW�RQ�RXU�IDPLOLHV��FRPPX�
QLWLHV��DQG�FRXQWU\�KDV�EHHQ�SURIRXQG��$QG�LW�FRQWLQXHV��7KHUH�UHPDLQV�JUHDW�XQFHUWDLQW\��ZRUU\��DQG�IHDU�DERXW�
WKH�FRURQDYLUXV�DQG�LWV�LPSDFW��KRZ�ZLGHO\�LW�ZLOO�VSUHDG��KRZ�IDWDO�LW�PD\�EH��KRZ�ORQJ�LW�ZLOO�ODVW��:KHQ�ZLOO�ZH�
VHH�VLJQV�RI�VWDELOL]DWLRQ�LQ�LWV�VSUHDG�DQG�D�GHFOLQH�LQ�GDLO\�QHZ�FDVHV"�:KHQ�ZLOO�ZH�³IODWWHQ�WKH�FXUYH´" 

:KLOH�VHYHUDO�ZHHNV�DJR�ZH�KDG�UHDVRQ�IRU�FDXWLRXV�RSWLPLVP�WKDW�WKH�YLUXV�PLJKW�EH�ODUJHO\�FRQWDLQHG�WR�&KLQD��
LW�LV�QRZ�REYLRXV�WKDW�LV�QRW�WKH�FDVH��7KH�8QLWHG�6WDWHV�DQG�ZRUOG�DUH�QRZ�IDFLQJ�D�KHDOWK�FULVLV�DQG�DQ�HFRQRPLF�
FULVLV��%RWK�QHHG�WR�EH�IRXJKW�ZLWK�PDVVLYH�JRYHUQPHQW�SROLF\�UHVSRQVHV�DQG�LQGLYLGXDO�EHKDYLRUDO�FKDQJHV� 

:H¶YH�IUHTXHQWO\�VDLG�WKDW�UHFHVVLRQV�DQG�EHDU�PDUNHWV�DUH�LQHYLWDEOH�SKDVHV�ZLWKLQ�UHFXUULQJ�HFRQRPLF�DQG�ILQDQ�
FLDO�PDUNHW�F\FOHV��$QG�WKDW�LQYHVWRUV�QHHG�WR�EH�SUHSDUHG�IRU�WKHP�WR�KDSSHQ��EXW�WKDW�WKHLU�SUHFLVH�WLPLQJ�LV�FRQ�
VLVWHQWO\�XQSUHGLFWDEOH��:H¶YH�DOVR�VDLG�WKHUH�LV�DOZD\V�WKH�ULVN�RI�DQ�XQH[SHFWHG�³H[WHUQDO�VKRFN´�WR�WKH�PDUNHWV�
DQG�HFRQRP\��H�J���D�JHRSROLWLFDO�FRQIOLFW�RU�QDWXUDO�GLVDVWHU�� 

,W¶V�RQH�WKLQJ�WR�VD\�LW�DQG�DQRWKHU�WR�DFWXDOO\�OLYH�LW��$QG�VWLOO�DQRWKHU�ZKHQ�WKH�SUHFLSLWDWLQJ�HYHQW�RU�FDWDO\VW�IRU�
WKH�UHFHVVLRQDU\�EHDU�PDUNHW�LV�VRPHWKLQJ�QRQH�RI�XV�KDYH�H[SHULHQFHG�EHIRUH��D�JOREDO�SDQGHPLF��ZKLFK�KDV�LQ�
VWLJDWHG�DQ�H[WUHPH�VRFLHWDO�UHVSRQVH—LQFOXGLQJ�WKH�LQGHILQLWH�FORVXUH�RI�VFKRROV�DQG�QRQ-HVVHQWLDO�EXVLQHVVHV��
VKHOWHU-DW-KRPH�RUGHUV��TXDUDQWLQHV��ORFNGRZQV��DQG�VRFLDO�GLVWDQFLQJ—DQG�KDV�SRWHQWLDOO\�RYHUZKHOPHG�PHGLFDO�
IDFLOLWLHV��SHUVRQQHO��DQG�VXSSOLHV� 

:H�ZLOO�JHW�WKURXJK�WKLV�FULVLV�SHULRG��7KLQJV�ZLOO�LPSURYH�DQG�UHFRYHU��7KLV�WRR�VKDOO�SDVV�� 

,Q�WKH�PHDQWLPH��HYHQWV�DUH�PRYLQJ�YHU\�UDSLGO\��SROLF\�UHVSRQVHV�
DUH�LQ�IOX[��DQG�PDUNHWV�DUH�H[WUHPHO\�YRODWLOH�� 

:H�VLQFHUHO\�KRSH�\RX�DQG�\RXUV�DUH�DEOH�WR�UHPDLQ�KHDOWK\�DQG�
PDQDJH�ZHOO�WKURXJK�WKLV�FKDOOHQJLQJ�SHULRG� 

)LUVW�4XDUWHU�0DUNHW�8SGDWH 

7KH�ILUVW�TXDUWHU�RI������KDV�EHHQ�DQ�XQSUHFHGHQWHG�SHULRG�LQ�8�6��
ILQDQFLDO�PDUNHW�KLVWRU\�DFURVV�QXPHURXV�GLPHQVLRQV�� 

· 7KH�8�6��VWRFN�PDUNHW�IHOO�LQWR�D�����EHDU�PDUNHW�LQ�WKH�VKRUW�
HVW�WLPH�HYHU—MXVW����GD\V—DQG�FRQWLQXHG�IXUWKHU��GURSSLQJ�
����LQ�D�UHFRUG����GD\V��7KH�W\SLFDO�KLVWRULFDO�EHDU�PDUNHW�
SHDN-WR-WURXJK�GHFOLQH�KDV�WDNHQ�DURXQG����WR����PRQWKV�� 

· 6KRUW-WHUP�H[SHFWDWLRQV�RI�VWRFN�PDUNHW�YRODWLOLW\��DV�PHDVXUHG�
E\�WKH�9,;�LQGH[—RIWHQ�UHIHUUHG�WR�DV�WKH�PDUNHW¶V�³IHDU�LQ�
GH[´—FORVHG�DW�DQ�DOO-WLPH�KLJK�LQ�LWV���-\HDU�KLVWRU\�RQ�0DUFK�
����$QG�WKH�PDUNHW¶V�DFWXDO�UHDOL]HG�YRODWLOLW\�KDV�RQO\�EHHQ�

,QYHVWPHQW�5HYLHZ�DQG�2XWORRN  

 
 
 

    

 INVESTMENT  
 REPORT 

Quarter 12 Months   

Large-Cap Benchmarks

Vanguard 500 Index -19.6% -7.1%

Russell 1000 Growth iShares -14.1% 0.7%

Russell 1000 Value iShares -26.7% -17.3%

Mid-Cap Benchmarks

Russell Midcap iShares -27.1% -18.4%

Russell Midcap Growth iShares -20.1% -9.7%

Russell Midcap Value iShares -31.7% -24.3%

Small-Cap Benchmarks

Russell 2000 iShares -30.6% -24.0%

Russell 2000 Growth iShares -25.8% -18.6%

Russell 2000 Value iShares -35.7% -29.8%

Other Benchmarks

Vanguard Developed Mkts Idx -24.1% -15.9%

Vanguard Emerging Markets -24.6% -18.6%

Vanguard REIT Index -24.1% -16.7%

Vanguard Total Bond Mkt Index 3.3% 9.0%

Credit Suisse High Yield Index -13.9% -8.4%

Benchmark Returns (Periods Ended 3/31/2020)



KLJKHU�LQ�2FWREHU�������%ODFN�0RQGD\��DQG�WKH�ODWH�����V�� 

· 7KH���-\HDU�DQG���-\HDU�7UHDVXU\�ERQG�\LHOGV�IHOO�WR�DOO-WLPH�ORZV�RI�������DQG��������UHVSHFWLYHO\��RQ�
0DUFK���� 

· 2LO�SULFHV�KDG�WKHLU�ELJJHVW�RQH-GD\�GURS�VLQFH�WKH������*XOI�:DU��SOXQJLQJ�����RQ�0DUFK����WULJJHUHG�
E\�D�SULFH�ZDU�EHWZHHQ�6DXGL�$UDELD�DQG�5XVVLD�� 

/DUJHU-FDS�8�6��VWRFNV�KDYH�IHOO�
����WKLV�TXDUWHU��*URZWK�VWRFNV�
KDYH�FRQWLQXHG�WR�KXJHO\�RXWSHUIRUP�
9DOXH��WKH�5XVVHOO������*URZWK�,Q�
GH[�IHOO������ZKLOH�WKH�5XVVHOO������
9DOXH�,QGH[�IHOO������6PDOOHU-FDS�
8�6��VWRFNV�GLG�HYHQ�ZRUVH��IDOOLQJ�
����� 

'HYHORSHG�LQWHUQDWLRQDO�VWRFNV�DQG�
HPHUJLQJ-PDUNHW�VWRFNV�ERWK�
GURSSHG�DURXQG������0XFK�RI�WKH�
GLIIHUHQWLDO�EHWZHHQ�8�6��DQG�IRUHLJQ�
VWRFN�PDUNHW�UHWXUQV�KDV�EHHQ�GXH�WR�
WKH�DSSUHFLDWLRQ�RI�WKH�8�6��GROODU��
ZKLFK�KDV�ULVHQ�URXJKO\������\HDU�WR�
GDWH�� 

,Q�WKH�IL[HG-LQFRPH�PDUNHWV��FRUH�
ERQGV�JDLQHG�MXVW�RYHU�����RQFH�
DJDLQ�SOD\LQJ�WKHLU�NH\�UROH�DV�SRUW�
IROLR�EDOODVW�DJDLQVW�VKDUS��VKRUWHU-
WHUP�VWRFN�PDUNHW�GHFOLQHV��$V�QRWHG�
DERYH��7UHDVXU\�ERQG�\LHOGV�KDYH�
IDOOHQ�VKDUSO\��7KH\�KDYH�EHHQ�H[�
WUHPHO\�YRODWLOH�DV�ZHOO—VKRRWLQJ�
XS�RQ�VRPH�GD\V�ZKHQ�VWRFNV�ZHUH�
DOVR�VKDUSO\�VHOOLQJ�RII��7KH���-\HDU�
\LHOG�HQGHG�WKH�TXDUWHU�DW��������
GRZQ�IURP�������DW�\HDU-HQG� 

7XUQLQJ�WR�WKH�FUHGLW�PDUNHWV��IORDW�
LQJ-UDWH�ORDQV�DQG�KLJK-\LHOG�ERQGV�
WRRN�LW�RQ�WKH�FKLQ��ZLWK�ERWK�GURS�
SLQJ�DURXQG������%XW�LQYHVWPHQW-
JUDGH�FRUSRUDWH�ERQGV�ZHUH�IDU�IURP�
LPPXQH��KDYLQJ�ORVW�RYHU���� 
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)LUVW�4XDUWHU�3RUWIROLR�3HUIRUPDQFH�	�.H\�3HUIRUPDQFH�'ULYHUV 

)LQDQFLDO�PDUNHWV�LQ������ZHUH�D�SRVLWLYH�VXUSULVH�IRU�PDQ\�LQYHVWRUV� KRZHYHU� WKH�VWDUW�RI������KDV�EHHQ�WKH�
H[DFW�RSSRVLWH��-XVW�WKUHH�PRQWKV�DJR��PRVW�LQYHVWRUV�ZHUH�DVWRQLVKHG�WR�VHH�VWRFNV�MXPS�����WR�����GXU�
LQJ WKH HOHYHQWK \HDU�RI�D�KLVWRULF�EXOO�PDUNHW��(YHQ�FRUH�ERQGV�FORFNHG�LQ�D����UHWXUQ ODVW \HDU��%XW�WKLQJV�
KDYH�FKDQJHG GUDPDWLFDOO\�VLQFH�\HDU-HQG��7KRXJK�RQH�WKLQJ�LV�FRQVWDQW��-XVW�DV�QR�PDUNHW�SXQGLWV�H[SHFWHG�
8�6��VWRFNV�WR�JDLQ�����ODVW�\HDU��QRQH�RI�WKHP�H[SHFWHG�D�����GURS�LQ�WKH�ILUVW�WKUHH�PRQWKV�RI����� DQG�WKH�
UHDO�SRVVLELOLW\�RI�D�VHYHUH�HFRQRPLF�UHFHVVLRQ�   

)RUHLJQ�6WRFNV 

3RVLWLRQV�LQ�IRUHLJQ�VWRFNV KDYH�EHHQ�D�KHDGZLQG�LQ�WKLV�ILUVW�TXDUWHU��(XURSHDQ�VWRFNV�DQG�HPHUJLQJ-PDUNHW�
VWRFNV�KDYH�XQGHUSHUIRUPHG�8�6��VWRFNV�GXULQJ�WKLV�VZLIW�DQG�VHYHUH�GRZQGUDIW��$V�PDUNHWV�KDYH�IDOOHQ��WKHUH�
KDV�EHHQ�D�VWURQJ�³ULVN-RII´�GHPDQG�IRU�8�6��GROODUV�DQG�D�UHVXOWLQJ�DSSUHFLDWLRQ LQ WKH 8�6� GROODU��7KLV�KDV�
KXUW�GROODU-EDVHG�LQYHVWRUV�LQ�IRUHLJQ�VWRFNV��,Q�IDFW��(XURSHDQ�PDUNHWV KDYH�SHUIRUPHG�LQ�OLQH ZLWK�8�6��PDU�
NHWV�LQ�WKHLU�UHVSHFWLYH�ORFDO�FXUUHQFLHV��$QG�HPHUJLQJ-PDUNHW�VWRFNV�KDYH�RXWSHUIRUPHG�8�6��VWRFNV�LQ�ORFDO-
FXUUHQF\�WHUPV—GURSSLQJ RQO\������:H—DQG�PDQ\�RWKHU�UHVSHFWHG�LQYHVWRUV�ZH�IROORZ—H[SHFW�WKH�GROODU�
WR�ZHDNHQ�DV�WKH�FULVLV�DEDWHV�DQG�D�JOREDO�UHFRYHU\�UHVXPHV��,I�VR��WKDW�ZLOO�EH�DQ�DGGLWLRQDO�ERRVW�WR�RXU�IRU�
HLJQ�VWRFN�UHWXUQV�JRLQJ�IRUZDUG� 

1RQ-&RUH�,QFRPH�6WUDWHJLHV 

7DFWLFDO�SRVLWLRQV�LQ�QRQ-FRUH�IL[HG-
LQFRPH�KDYH�EHHQ�D�KHDGZLQG�GXULQJ�
WKH�TXDUWHU��)OH[LEOH�ERQG�IXQGV�KDYH�
DOVR�VXIIHUHG�UHODWLYH�WR�8�6��FRUH�
ERQGV�LQ�WKLV�VHOORII��,Q�JHQHUDO��IDOO�
LQJ�7UHDVXU\�UDWHV DFURVV WKH�FXUYH�
DQG�ZLGHQLQJ�FUHGLW�VSUHDGV KDYH�
EHHQ�D�KHDGZLQG�IRU�DFWLYH�ERQG�
PDQDJHUV� )ORDWLQJ-UDWH�ORDQV�KDYH�
IDOOHQ DURXQG���� WKLV�TXDUWHU��HDVLO\�
WKHLU�ZRUVW�UHWXUQ�VLQFH�IDOOLQJ�����
GXULQJ�WKH�IRXUWK�TXDUWHU�RI�������$W�
FXUUHQW�SULFHV�DQG�\LHOGV��ZH�H[SHFW�
VWURQJ�UHWXUQV�IRU�RXU�QRQ-FRUH�ERQG�
IXQGV�RYHU�WKH�QH[W�RQH�WR�WKUHH�
\HDUV� 

7KH�ORVVHV�VR�IDU�IRU�KLJK-TXDOLW\�LQ�
YHVWPHQW-JUDGH�FRUSRUDWH�ERQGV�DUH�
ULJKW�RQ�SDU�ZLWK�WKH�ILQDQFLDO�FULVLV��
$QG�WKLV�WLPH�WKH�GUDZGRZQ�KDS�
SHQHG�LQ�MXVW����GD\V��FRPSDUHG�WR�WDNLQJ�QLQH�PRQWKV�LQ�������7KLV�JHWV�WR�WKH�KHDUW�RI�WKH�)HGHUDO�5HVHUYH¶V�
PDVVLYH�SROLF\�UHVSRQVH��7KH\�DUH�WKURZLQJ�HYHU\WKLQJ�WKH\�FDQ�DW�VXSSRUWLQJ�ERQG�PDUNHWV�WR�SUHYHQW�WKHP�
IURP�IUHH]LQJ�XS�DQG�VSLUDOLQJ�LQWR�DQ�HFRQRPLF�FULVLV� 

7KH�JRRG�QHZV�LV�WKDW�E\�WKHLU�QDWXUH��ERQGV�KDYH�D�QDUURZHU�UDQJH�RI�UHWXUQ�RXWFRPHV�WKDQ�VWRFNV��6R�ZH�GHI�
LQLWHO\�YLHZ�WKHVH�DV�VKRUW-WHUP�GUDZGRZQV�DQG�QRW�SHUPDQHQW�ORVVHV�RI�FDSLWDO��2XU�ERQG�IXQGV�DUH�UXQ�E\�
VNLOOHG��H[SHULHQFHG�PDQDJHUV��0RVW�RI�WKHP�ZHUH�UHODWLYHO\�GHIHQVLYHO\�SRVLWLRQHG�FRPLQJ�LQWR�0DUFK�� 

,QYHVWPHQW �5HYLHZ�DQG�2XW ORRN� �&RQW � �  
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EHFDXVH�\LHOGV�ZHUH�ORZ�DQG�WKH\�ZHUHQ¶W�JHWWLQJ�ZHOO�FRPSHQVDWHG�IRU�WDNLQJ�RQ�FUHGLW�ULVN��'HVSLWH�WKDW��
WKHLU�IXQG�UHWXUQV�KDYH�EHHQ�KDPPHUHG�WKLV�PRQWK��%XW�WKLV�KDV�FUHDWHG�VRPH�JUHDW�EX\LQJ�RSSRUWXQLWLHV�IRU�
WKHP�WR�WR�SXW�VRPH�RI�WKHLU�FDVK�WR�ZRUN�DW�PXFK�PRUH�DWWUDFWLYH�H[SHFWHG�UHWXUQV��6R�ZH�DUH�H[FLWHG�DERXW�
WKDW��$QG�DV�D�UHPLQGHU��LQ������DV�WKH�ILQDQFLDO�FULVLV�EHJDQ�WR�HDVH��WKHUH�ZDV�D�KXJH�VQDSEDFN�DQG�YHU\�
KLJK�UHWXUQV� 
 
8SGDWH�RQ�WKH�0DFUR�2XWORRN� 
 
&RPLQJ�LQWR�WKH�\HDU��ZH�VDZ�WKH�SRWHQWLDO�IRU�D�PRGHUDWH�UHERXQG�LQ�WKH�JOREDO�HFRQRP\��HVSHFLDOO\�RXW�
VLGH�WKH�8QLWHG�6WDWHV��RQ�WKH�EDFN�RI�UHGXFHG�8�6�-&KLQD�WUDGH�WHQVLRQV�DQG�H[WHQVLYH�JOREDO�FHQWUDO�EDQN�
PRQHWDU\�DFFRPPRGDWLRQ��$QG�LQ�-DQXDU\�DQG�HDUO\�)HEUXDU\��WKHUH�ZHUH�VLJQV�WKH�PDQXIDFWXULQJ�VHFWRU�
KDG�ERWWRPHG�DQG�D�QDVFHQW�JOREDO�UHFRYHU\�ZDV�LQGHHG�XQGHUZD\��6WRFN�PDUNHWV�UDOOLHG�WR�DOO-WLPH�KLJKV� 
 
+RZHYHU��WKH�DUF�RI�WKH�FRURQDYLUXV�DQG�WKH�LQFUHDVLQJO\�DJJUHVVLYH�8�6��DQG�JOREDO�UHVSRQVH�WR�WU\�WR�VORZ�
LWV�VSUHDG�KDV�GUDVWLFDOO\�FKDQJHG�HYHU\WKLQJ��2XU�EDVH�FDVH�QRZ—DQG�LW�VHHPV�PRVW�LQYHVWRUV��HFRQRPLVWV��
SROLWLFLDQV��DQG�FHQWUDO�EDQNHUV�DJUHH—LV�WKDW�WKH�8�6��HFRQRP\�LV�KHDGHG�LQWR�UHFHVVLRQ�LQ�WKH�VHFRQG�TXDU�
WHU��,W�LV�OLNHO\�WR�EH�D�VHYHUH�RQH��ZLWK�D�VKDUS�FRQWUDFWLRQ�LQ�*'3�DQG�DQ�XQSUHFHGHQWHG�ULVH�LQ�XQHPSOR\�
PHQW�DQG�MREOHVV�FODLPV� 
 
7KH�FRQVHQVXV�DOVR�DSSHDUV�WR�EHOLHYH�WKH�UHFHVVLRQ�ZLOO�EH�VKRUW�LQ�GXUDWLRQ��ZLWK�D�UHERXQG�EHJLQQLQJ�
DURXQG�WKH�WKLUG�TXDUWHU��%XW�WKLV�LV�E\�QR�PHDQV�D�VXUH�WKLQJ��7R�WKH�H[WHQW�HTXLW\�PDUNHWV�DUH�QRW�IXOO\�GLV�
FRXQWLQJ�D�PRUH�VHYHUH�RXWFRPH��GRZQVLGH�ULVN�UHPDLQV� 
 
7KH�GHSWK�DQG�GXUDWLRQ�RI�WKH�UHFHVVLRQ—DQG�WKH�VWUHQJWK�DQG�WLPLQJ�RI�WKH�HQVXLQJ�UHFRYHU\—GHSHQG�RQ�
WZR�NH\�YDULDEOHV�� 
 
�� 7KH�SURJUHVVLRQ�DQG�VSUHDG�RI�WKH�YLUXV��KRZ�HIIHFWLYH�RXU�PHGLFDO�UHVSRQVH�DQG�VRFLDO-SROLF\�HIIRUWV�

DUH�LQ�IODWWHQLQJ�WKH�FXUYH 
�� 7KH�ILVFDO��PRQHWDU\��DQG�UHJXODWRU\�SROLF\�UHVSRQVH��KRZ�TXLFN�DQG�HIIHFWLYH�QHZ�SROLFLHV�ZLOO�EH�LQ�

VXSSRUWLQJ�KRXVHKROGV��EXVLQHVVHV��DQG�ILQDQFLDO�PDUNHWV—PLWLJDWLQJ�WKH�VKRUW-WHUP�UHFHVVLRQDU\�GDP�
DJH�DQG�SUHYHQWLQJ�D�GRZQZDUG�VSLUDO�LQWR�VRPHWKLQJ�PXFK�ZRUVH�WKDQ�D�VKRUW�EXW�VHYHUH�UHFHVVLRQ� 

 
7KH�HIIHFWLYHQHVV�RI�WKH�PHGLFDO�UHVSRQVH�DQG�HFRQRPLF�SROLFLHV��DQG�WKHLU�LPSDFW�RQ�KXPDQ�EHKDYLRU�DW�
WKH�VRFLHWDO�OHYHO���ZLOO�KHOS�DQVZHU�WKH�IXQGDPHQWDO�HFRQRPLF�TXHVWLRQ�RI�KRZ�VHYHUH�DQG�KRZ�ORQJ�WKH�
HFRQRPLF�GRZQWXUQ�DQG�UHFHVVLRQ�ZLOO�EH��$QG�WKH�DQVZHU�WR�WKH�HFRQRPLF�TXHVWLRQ�ZLOO�KHOS�DQVZHU�WKH�
LQYHVWPHQW�TXHVWLRQ�RI�KRZ�VHYHUH�DQG�KRZ�ORQJ�WKH�HTXLW\�EHDU�PDUNHW�ZLOO�EH� 
 
7KH�ILQDQFLDO�PDUNHWV�DQG�WKH�UHDO�HFRQRP\�DUH�LQWHUFRQQHFWHG—HDFK�GULYHV�WKH�RWKHU�DQG�FDQ�UHLQIRUFH�RU�
PDJQLI\�D�WUHQG�LQ�RQH�GLUHFWLRQ��$�UHERXQGLQJ�VWRFN�PDUNHW�VXSSRUWV�WKH�UHDO�HFRQRP\�DQG�YLFH�YHUVD�
WKURXJK�SRVLWLYH�ZHDOWK�HIIHFWV��LQFUHDVHG�LQFRPHV��SURILWV�DQG�VSHQGLQJ��ULVN-WDNLQJ��DQG�RSWLPLVP��%XW�
WKH\�FDQ�DOVR�IHHG�RII�RQH�DQRWKHU�RQ�WKH�GRZQVLGH��LQ�D�VHOI-UHLQIRUFLQJ�QHJDWLYH�VSLUDO�WKDW�FDQ�XOWLPDWHO\�
OHDG�WR�DQ�HFRQRPLF�GHSUHVVLRQ�LI�WKH�VSLUDO�LV�QRW�EURNHQ� 

2Q�WKH�&RURQDYLUXV 

:H�DUH�QRW�PHGLFDO�H[SHUWV��YLURORJLVWV��RU�HSLGHPLRORJLVWV��6R�ZH�KDYH�OLWWOH�WR�VD\�RQ�WKH�PHGLFDO�VLGH�RI�
WKLQJV�WKDW�RWKHUV�KDYHQ¶W�DOUHDG\�VDLG��RU�WKDW�DOO�RI�XV�DUHQ¶W�KHDULQJ�DQG�UHDGLQJ�HYHU\�GD\�LQ�WKH�QHZV��
:KDW�ZH�ZLOO�VD\�LV�WKDW��DV�ZH�ZULWH�WKLV��WKH�GDWD�VKRZ�WKH�YLUXV�LV�FRQWLQXLQJ�WR�VSUHDG�DW�DQ�LQFUHDVLQJ�
UDWH�LQ�PDQ\�FRXQWULHV��LQFOXGLQJ�WKH�8QLWHG�6WDWHV�DQG�DFURVV�(XURSH��7KHUH�LV�VWLOO�OLWWOH�FODULW\� 
 



� 

RU�FHUWDLQW\�DV�WR�ZKHQ�WKLV�WUHQG�ZLOO�IODWWHQ�DQG�GHFOLQH� 

:H�H[SHFW�ILQDQFLDO�PDUNHWV�WR�UHDFW�SRVLWLYHO\�DW�WKH�ILUVW�VLJQV�RI�D�IODWWHQLQJ�LQ�WKH�QXPEHU�RU�UDWH�RI�QHZ�
GDLO\�FDVHV�UHSRUWHG��DV�ZH�VDZ�KDSSHQ�LQ�&KLQD�LQ�)HEUXDU\��DQG�DV�DOVR�KDSSHQHG�GXULQJ�WKH�6$56�HSLGHPLF�
LQ������ 

,WDO\�PD\�EH�D�OHDGLQJ�LQGLFDWRU�RI�WKH�SURJUHVVLRQ�RI�WKH�YLUXV�LQ�RWKHU�GHYHORSHG�FRXQWULHV��0DQ\�H[SHUWV�
KDYH�VDLG�WKH�8�6��YLUXV�VLWXDWLRQ�LV�URXJKO\�WZR�ZHHNV�EHKLQG�,WDO\¶V��%XW�WKHUH�DUH�DOVR�LPSRUWDQW�GLIIHUHQFHV�
EHWZHHQ�WKH�WZR�FRXQWULHV��H�J���PHGLFDO�LQIUDVWUXFWXUH��GHPRJUDSKLFV��SROLF\�UHVSRQVH��WKDW�PDNH�IRU�DQ�LP�
SHUIHFW�FRPSDULVRQ� 

2Q�WKH�(FRQRP\ 

7KH�QHDU-WHUP�HFRQRPLF�GDPDJH�IURP�WKH�8QLWHG�6WDWHV¶�DQG�RWKHU�FRXQWULHV¶�UHVSRQVH�WR�WKH�YLUXV�QRZ�ORRNV�
DOPRVW�FHUWDLQ�WR�EH�VHYHUH��EDUULQJ�VRPH�XQH[SHFWHG�PDMRU�PHGLFDO�EUHDNWKURXJK�LQ�WKH�QHDU�IXWXUH��� 

2Q�6XQGD\��0DUFK�����WKH�)HG�KHOG�DQ�HPHUJHQF\�PHHWLQJ�ZKHUH�WKH\�FXW�WKH�IHGHUDO�IXQGV�UDWH�E\�RQH�SHU�
FHQWDJH�SRLQW�WR�QHDU�]HUR��7KH�)HG�DOVR�DQQRXQFHG�LW�ZDV�UHVWDUWLQJ�TXDQWLWDWLYH�HDVLQJ��4(��ZLWK�DW�OHDVW�
�����ELOOLRQ�LQ�SODQQHG�SXUFKDVHV�RI�7UHDVXU\�ERQGV�DQG�PRUWJDJH-EDFNHG�VHFXULWLHV�� 

$W�KLV�SUHVV�FRQIHUHQFH�IROORZLQJ�WKH�PHHWLQJ��)HG�FKDLU�-HURPH�3RZHOO�VDLG�*'3�JURZWK�ZDV�OLNHO\�WR�EH�
QHJDWLYH�LQ�WKH�VHFRQG�TXDUWHU��DQG�EH\RQG�WKDW�WKH�HFRQRPLF�RXWORRN�ZDV�KLJKO\�XQFHUWDLQ��DV�LW�GHSHQGV�RQ�
KRZ�ZLGHO\�WKH�YLUXV�VSUHDGV��³,�ZRXOG�VD\�LQ�IDFW��XQNQRZDEOH�´� 

2YHU�WKH�IROORZLQJ�ZHHN��HFRQRPLVW�DIWHU�HFRQRPLVW�VODVKHG�WKHLU�VHFRQG�TXDUWHU�*'3�IRUHFDVWV�GHHSHU�DQG�
GHHSHU�LQWR�FRQWUDFWLRQDU\�WHUULWRU\��7KH\�PD\�KDYH�FKDQJHG�DJDLQ�E\�WKH�WLPH�WKLV�LV�SXEOLVKHG��EXW�WR�JLYH�D�
VHQVH�RI�WKH�PDJQLWXGH��JRLQJ�LQWR�WKH�ODVW�ZHHN�RI�0DUFK��*ROGPDQ�6DFKV�ZDV�IRUHFDVWLQJ�D�����DQQXDOL]HG�
GHFOLQH��0RUJDQ�6WDQOH\�D�����GHFOLQH��-30RUJDQ�D�����GHFOLQH��DQG�ERWK�%DQN�RI�$PHULFD�DQG�&LWLJURXS�D�
����GHFOLQH��WR�QDPH�D�IHZ��)RU�FRPSDULVRQ��WKH�ZRUVW�TXDUWHU�GXULQJ�WKH������ILQDQFLDO�FULVLV�ZDV�DQ������
DQQXDOL]HG�*'3�FRQWUDFWLRQ��LQ�WKH�IRXUWK�TXDUWHU�RI��������$V�RI�TXDUWHU-HQG��*ROGPDQ�6DFKV��IRU�RQH��KDV�
DOUHDG\�UHYLVHG�WKHLU�VHFRQG�TXDUWHU�*'3�IRUHFDVW�WR�D�����GHFOLQH�� 

2Q�6XQGD\�0DUFK�����)HGHUDO�5HVHUYH�%DQN�RI�6W��/RXLV�SUHVLGHQW�-DPHV�%XOODUG�WRSSHG�WKHP�DOO��+H�ZDV�
TXRWHG�E\�%ORRPEHUJ�1HZV�FLWLQJ�WKH�SRWHQWLDO�IRU�D�����TXDUWHUO\�GURS�LQ�*'3�DQG�D�����XQHPSOR\PHQW�
UDWH�LQ�WKH�VHFRQG�TXDUWHU��LQ�WKH�DEVHQFH�RI�PDVVLYH�ILVFDO�DQG�PRQHWDU\�SROLF\�VXSSRUW�� 
 
%XOODUG�DOVR�VDLG�WKDW�ZLWK�DQ�DJJUHVVLYH�JRYHUQPHQW�UHVSRQVH��HFRQRPLF�DFWLYLW\�VKRXOG�EHJLQ�WR�ERXQFH�
EDFN�LQ�WKH�WKLUG�TXDUWHU��$QG�WKH�IRXUWK�TXDUWHU�RI������DQG�WKH�ILUVW�TXDUWHU�RI������FRXOG�EH�³TXLWH�UREXVW´�
DV�$PHULFDQV�PDNH�XS�IRU�ORVW�VSHQGLQJ��³7KRVH�TXDUWHUV�PLJKW�EH�ERRP�TXDUWHUV�´�KH�VDLG��$V�DQRWKHU�H[DP�
SOH��*ROGPDQ�6DFKV�IRUHFDVWV�D�����JURZWK�UDWH�LQ�WKH�WKLUG�TXDUWHU��IROORZLQJ�WKHLU�H[SHFWHG�����VHFRQG�
TXDUWHU�SOXQJH��IRUHFDVW�DV�RI���������� 
 
$V�PHQWLRQHG�HDUOLHU��DQ�HFRQRPLF�VORZGRZQ—SDUWLFXODUO\�DQ�H[WUHPHO\�VKDUS�RQH�GXH�WR�H[WUHPH�YLUXV�FRQ�
WDLQPHQW�HIIRUWV—FDQ�TXLFNO\�PRUSK�LQWR�D�VHOI-UHLQIRUFLQJ�QHJDWLYH�VSLUDO��&RQVXPHUV�FXW�EDFN�VSHQGLQJ��
EXVLQHVVHV�OD\RII�ZRUNHUV��XQHPSOR\PHQW�ULVHV��LQFRPHV�GURS�IXUWKHU��VSHQGLQJ�GURSV�IXUWKHU��FRUSRUDWH�SURI�
LWV�GURS��FRPSDQLHV�DQG�KRXVHKROGV�GHIDXOW�RQ�ORDQV��FRPSDQLHV�JR�RXW�RI�EXVLQHVV��LQYHVWPHQW�DQG�HPSOR\�
PHQW�GURS�IXUWKHU��HWF���FDXVLQJ�DQ�HYHQ�GHHSHU�DQG�ORQJHU�UHFHVVLRQ��LI�QRW�GHSUHVVLRQ��DQG�EHDU�PDUNHW� 
 

,Q�WKLV�FDVH�RI�D�VHYHUH�H[WHUQDO�VKRFN��WKH�JRYHUQPHQW¶V�HFRQRPLF�SROLF\�UHVSRQVHV�DUH�FULWLFDO��7KHUH�DUH�
WZR�PDLQ�OHYHUV��PRQHWDU\�SROLF\��FHQWUDO�EDQNV��DQG�ILVFDO�SROLF\��JRYHUQPHQW�VSHQGLQJ��WD[�FXWV��XQHPSOR\�
PHQW�LQVXUDQFH��ORDQV��GHEW�IRUJLYHQHVV��HWF��� 
 

 

 

 

 



� 

2QH�OHVVRQ�OHDUQHG�IURP�WKH������ILQDQFLDO�FULVLV�LV��:KHQ�LW�FRPHV�WR�WKH�SROLF\�UHVSRQVH��JR�ELJ�DQG�JR�IDVW��
7LPH�LV�RI�WKH�HVVHQFH��MXVW�DV�LW�LV�ZLWK�WKH�YLUXV�UHVSRQVH���*RYHUQPHQWV�QHHG�WR�PDNH�D�FUHGLEOH�FRPPLW�
PHQW�WR�³GR�ZKDWHYHU�LW�WDNHV´�WR�VXSSRUW�WKH�HFRQRP\�DQG�SUHYHQW�WKH�QHJDWLYH�VSLUDO�IURP�WDNLQJ�KROG�� 
 
0RQHWDU\�3ROLF\ 
 
7KH�)HG�DQG�RWKHU�PDMRU�FHQWUDO�
EDQNV�VHHP�WR�EH�DOO-LQ�WR�VXSSRUW�WKH�
IOXLG�IXQFWLRQLQJ�RI�FUHGLW��OHQGLQJ��
DQG�ILQDQFLDO�PDUNHWV��DQG�WKHLU�FULWL�
FDO�UROH�DV�WKH�³SOXPELQJ´�RI�WKH�UHDO�
HFRQRP\�� 
 
$V�QRWHG�DERYH��DW�DQ�HPHUJHQF\�
PHHWLQJ�RQ�6XQGD\�0DUFK�����WKH�
)HG�FXW�WKH�IHGHUDO�IXQGV�UDWH�WR�QHDU�
]HUR�DQG�UHVWDUWHG�4(��$�ZHHN�ODWHU��
LW�LQFUHDVHG�WKH�4(�SURJUDP�IURP�³DW�
OHDVW������ELOOLRQ´�WR�HVVHQWLDOO\�DQ�
XQOLPLWHG�DPRXQW�LQ�RUGHU�WR�NHHS�
LQWHUHVW�UDWHV�DQG�ERUURZLQJ�FRVWV�
ORZ��7KH�)HG�DOVR�LQLWLDWHG�D�QXPEHU�
RI�SURJUDPV—JRLQJ�EH\RQG�WKH�WRROV�
LW�HQDFWHG�GXULQJ�WKH������ILQDQFLDO�
FULVLV—WR�WU\�WR�HQVXUH�HQRXJK�FUHG�
LW�� 
ORDQV��DQG�OLTXLGLW\�DUH�IORZLQJ�WR�
EDQNV��EXVLQHVVHV��KRXVHKROGV��DQG�WKH�RYHUDOO�JOREDO�ILQDQFLDO�V\VWHP��,W�LV�OLNHO\�WKH�)HG�ZLOO�GR�VWLOO�PRUH�
�H�J���LQFUHDVLQJ�WKHLU�DVVHW�SXUFKDVHV�WR�VXSSRUW�WKH�KXJH�ILVFDO�VWLPXOXV�WKDW�LV�FRPLQJ�RU�HYHQ�HIIHFWLYHO\�
PRQHWL]LQJ�WKH�GHEW�RU�³KHOLFRSWHU�PRQH\´���2WKHU�PDMRU�FHQWUDO�EDQNV�DUH�DOVR�VWDUWLQJ�WR�SXOO�RXW�DOO�WKH�
VWRSV��DQG�PRUH�ZLOO�OLNHO\�FRPH�XQWLO�WKH�FULVLV�SHULRG�HQGV��DQG�PD\EH�EH\RQG�� 
 
)LVFDO�3ROLF\� 

:KLOH�H[WUHPHO\�DFFRPPRGDWLYH�PRQHWDU\�SROLF\�LV�QHFHVVDU\��LW�LV�QRW�VXIILFLHQW�WR�PLWLJDWH�WKLV�HFRQRPLF�FULVLV��2QO\�
ILVFDO�SROLF\�FDQ�KDYH�D�ODUJH�HQRXJK�DQG�GLUHFW�HQRXJK�LPSDFW�QHFHVVDU\�WR�VXSSRUW�DQG�VXVWDLQ�LQGLYLGXDOV�DQG�EXVL�
QHVVHV�XQWLO�WKH�VWRUP�KDV�SDVVHG�DQG�WKH�YLUXV�FRQWDLQPHQW�PHDVXUHV�VKRZ�VLJQV�RI�ZRUNLQJ� 

&RQJUHVVLRQDO�5HSXEOLFDQV��'HPRFUDWV��DQG�WKH�7UXPS�DGPLQLVWUDWLRQ�DOO�VHHP�WR�EH�LQ�DJUHHPHQW�WKDW�VRPHWKLQJ�PDV�
VLYH�QHHGV�WR�EH�GRQH�DQG�GRQH�TXLFNO\��2Q�0DUFK�����&RQJUHVV�SDVVHG��DQG�WKH�SUHVLGHQW�VLJQHG�LQWR�ODZ��D����WULOOLRQ�
VWLPXOXV�SDFNDJH��6LPLODU�VXSSRUW�PHDVXUHV�DUH�EHLQJ�GHEDWHG�RU�LPSOHPHQWHG�DURXQG�WKH�ZRUOG��'LVFXVVLRQV�FRQWLQXH�
DERXW�DGGLWLRQDO�VWHSV�WR�WDNH�LQ�VXSSRUW�RI�PDUNHWV�DQG�WKH�HFRQRP\� 

3XEOLF�DQG�EXVLQHVV�VXSSRUW�LV�DOVR�XQGRXEWHGO\�VWURQJ��6R�WKH�SROLWLFDO�REVWDFOHV�WR�JHWWLQJ�VRPHWKLQJ�GRQH�VKRXOG�EH�
UHODWLYHO\�ORZ��HVSHFLDOO\�FRQVLGHULQJ�KRZ�SRODUL]HG�WKH�FXUUHQW�SROLWLFDO�HQYLURQPHQW�RWKHUZLVH�LV��7KHUH�UHDOO\�LV�QR�
DOWHUQDWLYH��$QG��OLNH�WKH�PRQHWDU\�SROLF\�UHVSRQVH��WKH�ILVFDO�VWLPXOXV�ZLOO�DOVR�EH�JOREDO�LQ�VFDOH��ZLWK�HYHQ�DXVWHULW\�
KDZNV�OLNH�*HUPDQ\�QRZ�DFFHGLQJ�WR�LWV�QHFHVVLW\� 

� 
 



&ORVLQJ�7KRXJKWV��7KLV�&ULVLV�:LOO�(QG��7KLV�7RR�6KDOO�3DVV� 

$V�LQYHVWRUV��LW�LV�VR�LPSRUWDQW�WR�PDLQWDLQ�RXU�IRFXV�RQ�RXU�ORQJ-WHUP�ILQDQFLDO�JRDOV�DQG�REMHFWLYHV��$V�KDUG�DV�LW�
PD\�EH��IURP�DQ�LQYHVWPHQW�SHUVSHFWLYH�ZH�QHHG�WR�WU\�WR�ORRN�WKURXJK�WKH�FXUUHQW�HQYLURQPHQW�RI�IHDU�DQG�FRQ�
FHUQ—HPRWLRQV�ZKLFK��JLYHQ�WKH�FLUFXPVWDQFHV��DUH�WRWDOO\�MXVWLILHG�DQG�IHOW�E\�DOO�RI�XV—WR�WKH�DOPRVW�FHUWDLQ�RXW�
FRPH�RI�WKH�YLUXV�FULVLV�UHFHGLQJ�DQG�HFRQRPLF�UHFRYHU\�RFFXUULQJ� 

7KURXJKRXW�KLVWRU\��WKH�ZRUOG�KDV�
IDFHG�QXPHURXV�VHYHUH�FKDOOHQJHV�DQG�
HFRQRPLF�GRZQWXUQV�DQG�KDV�DOZD\V�
FRPH�RXW�WKH�RWKHU�VLGH��:KLOH�QRW�
PLQLPL]LQJ�WKH�XQLTXH�ULVNV�DQG�XQ�
NQRZQV�IURP�WKH�FXUUHQW�FULVLV��ZH�ZLOO�
EHW�RQ�WKDW�EHLQJ�WKH�FDVH�DJDLQ��7KHUH�
LV�D�JRRG�FKDQFH�WKH�UHFRYHU\�PD\�
VWDUW�KDSSHQLQJ�EHIRUH�WKH�HQG�RI�WKH�
\HDU� 

$V�D�ORQJ-WHUP�LQYHVWRU��WU\LQJ�WR�WLPH�
PDUNHW�WRSV�DQG�ERWWRPV�LV�D�IRRO¶V�
HUUDQG��7KH�HYLGHQFH�LV�RYHUZKHOPLQJ�
WKDW�PRVW�LQYHVWRUV�GLPLQLVK�WKHLU�ORQJ-
WHUP�UHWXUQV�WU\LQJ�WR�GR�VR��7KH\�DUH�
PRUH�OLNHO\�WR�FKDVH�WKH�PDUNHW�XS�DQG�
GRZQ��DQG�JHW�ZKLSVDZHG��EX\LQJ�KLJK�
DQG�VHOOLQJ�ORZ��%XW�LQFUHPHQWDOO\�DG�
MXVWLQJ�SRUWIROLR�DOORFDWLRQV�LQ�D�SDWLHQW�
DQG�GLVFLSOLQHG�IDVKLRQ�LQ�UHVSRQVH�WR�
FKDQJLQJ�DVVHW�FODVV�H[SHFWHG�UHWXUQV�
DQG�ULVNV�PDNHV�D�ORW�RI�VHQVH�IRU�ORQJ-WHUP�LQYHVWRUV�� 

7KH�WLPH�WR�EH�DGGLQJ�WR�VWRFNV�DQG�RWKHU�ORQJ-WHUP�JURZWK�DVVHWV�LV�ZKHQ�SULFHV�DUH�ORZ�DQG�PDUNHWV—DQG�PRVW�RI�
XV�SHUVRQDOO\—DUH�JULSSHG�E\�IHDU�DQG�XQFHUWDLQW\�UDWKHU�WKDQ�FRPSODFHQF\��RSWLPLVP��RU�JUHHG��,QYHVWLQJ�DW�VXFK�
WLPHV�ZLOO�IHHO�YHU\�XQFRPIRUWDEOH��,W�PD\�VHHP�OLNH�WKH�PDUNHW�FRXOG�MXVW�NHHS�GURSSLQJ�ZLWK�QR�ERWWRP�LQ�VLJKW�� 

%XW�WKDW�LV�H[DFWO\�ZKHUH�UHVHDUFK��DQDO\VLV��SDWLHQFH��H[SHULHQFH��DQG�KDYLQJ�D�GLVFLSOLQHG�LQYHVWPHQW�SURFHVV�FRPH�
PRVW�LQWR�SOD\� 

2WKHUZLVH��LI�ZH�LQYHVW�EDVHG�RQ�RXU�IHHOLQJV�DQG�HPRWLRQV��ZH�DUH�YHU\�OLNHO\�WR�FDVK�RXW�RI�WKH�PDUNHW�DIWHU�LW�KDV�
DOUHDG\�GURSSHG�D�ORW��ORFNLQJ�LQ�WKRVH�ORVVHV��7KHQ��ZDLWLQJ�WR�UHLQYHVW�DIWHU�RXU�GLVFRPIRUW�DQG�ZRUU\�DUH�JRQH��WKH�
PDUNHW�ZLOO�DOUHDG\�EH�PXFK�KLJKHU��7KDW�LV�QRW�D�UHFLSH�IRU�ORQJ-WHUP�LQYHVWPHQW�VXFFHVV��\HW�LW�SOD\V�RXW�LQ�HDFK�
PDUNHW�F\FOH�� 

)DFLQJ�WKH�FXUUHQW�PHGLFDO�DQG�HFRQRPLF�FULVLV��WKH�VLWXDWLRQ�LV�SUREDEO\�OLNHO\�WR�JHW�ZRUVH�EHIRUH�LW�JHWV�EHWWHU��
�:H�ZRXOG�ORYH�WR�EH�ZURQJ�DERXW�WKDW���%XW��ZLWK�VRPH�QHFHVVDU\�DQG�VKDUHG�VDFULILFHV�IURP�DOO�RI�XV—DQG�FOHDUO\�
WKRVH�RQ�WKH�PHGLFDO�IURQW�OLQHV�PXFK�PRUH�WKDQ�PRVW—LW�ZLOO�JHW�EHWWHU�� 

6WD\�WKH�FRXUVH�� 

 

 

&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�� 

� 


