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7KLUG�4XDUWHU������0DUNHW�5HFDS 

'HVSLWH�VRPH�FKRSSLQHVV�LQ�6HSWHPEHU��HTXLW\�LQYHVWRUV�ZHUH�WUHDWHG�WR�VROLG�JDLQV�GXU�
LQJ�WKH�WKLUG�TXDUWHU��7KH�6	3�����,QGH[�URVH������LQ�WKH�TXDUWHU�DQG�KDV�UHFRYHUHG�DOO�
LWV�ORVVHV�IRU�WKH�\HDU��8QGHUQHDWK�WKH�VXUIDFH��PHJD-FDS�JURZWK�QDPHV�FRQWLQXH�WR�OHDG�
WKH�8�6��PDUNHW��:LWKRXW�WKH�DVWRQLVKLQJ�������\HDU-WR-GDWH�SULFH�UHWXUQ�RI�WKH�VL[�VR-
FDOOHG�)$10$*�VWRFNV��)DFHERRN��$PD]RQ�FRP��1HWIOL[��0LFURVRIW��$SSOH��DQG�*RRJ�
OH�$OSKDEHW���WKH�6	3�����ZRXOG�VWLOO�EH�GRZQ�IRU�WKH�\HDU� 

7KH�RXWSHUIRUPDQFH�RI�WKHVH�WRS�QDPHV�PHDQV�WKH\�QRZ�GRPLQDWH�WKH�LQGH[��0DUNHW�
FRQFHQWUDWLRQ�LV�QRW�XQXVXDO��EXW�ZLWK�WKH�WRS����VWRFNV�LQ�WKH�6	3�����PDNLQJ�XS�����
RI�WKH�LQGH[��LW¶V�H[WUHPH�WRGD\��7KH�LPSRUWDQW�LQYHVWPHQW�WDNHDZD\�LV�WR�QRW�EH�OXUHG�
LQWR�FKDVLQJ�WKH�UHWXUQV�RI�ZKDW�KDV�ZRUNHG�ZHOO�LQ�WKH�UHFHQW�SDVW��7KHVH�FRPSDQLHV¶�
RXWVL]HG�SDVW�UHWXUQV�KDYH�FRPH�IURP�WKHLU�DVFHQVLRQ�WR�WKH�WRS��QRW�IURP�RZQLQJ�WKHP�
RQFH�WKH\�ZHUH�DOUHDG\�WKHUH��2ZQLQJ�WKH�ODUJHVW�VWRFNV�KDV�EDGO\�ODJJHG�RZQLQJ�WKH�GL�
YHUVLILHG�LQGH[�RYHU�WLPH�� 

1HYHUWKHOHVV��WKLV�8�6��PHJD-FDS�JURZWK�HIIHFW�LV�GULYLQJ�WKH�RXWSHUIRUPDQFH�RI�8�6��
VWRFNV�YHUVXV�IRUHLJQ�VWRFNV�WKLV�\HDU��'HYHORSHG�LQWHUQDWLRQDO�VWRFNV�JDLQHG������WKLV�
TXDUWHU��DOPRVW�WKUHH�SHUFHQWDJH�SRLQWV�EHKLQG�8�6��VWRFNV��WKRXJK��HPHUJLQJ-PDUNHW�
VWRFNV�RXWSHUIRUPHG�8�6��VWRFNV�ZLWK�D�UHWXUQ�RI��������%RWK�JURXSV�VWLOO�WUDLO�8�6��
VWRFNV�\HDU�WR�GDWH�� 

6RPH�RI�WKLV�UHODWLYH�SHUIRUPDQFH�LV�GHVHUYHG��8QOLNH�LQ�WKH�GRW-FRP�HUD��WRGD\¶V�ODUJH�
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7KH�6	3�����,QGH[�URVH�
�����LQ�WKH�TXDUWHU�DQG�
KDV�UHFRYHUHG�DOO�LWV�
ORVVHV�IRU�WKH�\HDU�� 
 
0HJD-FDS�JURZWK�QDPHV�
FRQWLQXH�WR�OHDG�WKH�8�6��
PDUNHW�� 
 
'HYHORSHG�LQWHUQDWLRQDO�
VWRFNV�JDLQHG������WKLV�
TXDUWHU� 
 
(PHUJLQJ-PDUNHW�VWRFNV�
RXWSHUIRUPHG�8�6��
VWRFNV�ZLWK�D�UHWXUQ�RI�
������� 
 
:LWK�7UHDVXU\�\LHOGV�
XQFKDQJHG��FRUH�LQYHVW�
PHQW-JUDGH�ERQGV�
JDLQHG������LQ�WKH�WKLUG�
TXDUWHU�� 
 
2XU�ZDWFKZRUGV�IRU�
SRUWIROLR�FRQVWUXFWLRQ�
DQG�SRVLWLRQLQJ�UHPDLQ�
EDODQFH�DQG�UHVLOLHQFH�� 
 
� 
We welcome questions or 
comments regarding this 
newsletter at 
dlynch@lynchfinancialgroup.
com.  Lynch Financial Group 
provides Retirement Wealth 
Management Services to in-
dividuals within 15 years of 
retirement, retirees, and sur-
viving spouses.  We also 
provide specialized assis-
tance to professionals, fidu-
ciaries and heirs in wealth 
transfer situations.  

0DLQWDLQLQJ�%DODQFH�	�5HVLOLHQFH�
$PLG�WKH�8QFHUWDLQW\� 

 
*LYHQ�WKLV�PDFUR�DQG�PDUNHW�EDFN�
GURS��WKH�ULVNV�DQG�XQNQRZQV��DQG�
WKH�ZLGH�UDQJH�RI�SRWHQWLDO�RXWFRPHV��
RXU�ZDWFKZRUGV�IRU�SRUWIROLR�FRQ�
VWUXFWLRQ�DQG�SRVLWLRQLQJ�UHPDLQ�
³EDODQFH�DQG�UHVLOLHQFH�´ 
 
0DLQWDLQLQJ�EURDG�SRUWIROLR�EDODQFH�
DQG�GLYHUVLILFDWLRQ�DFURVV�PXOWLSOH�
GLPHQVLRQV�LV�SDUWLFXODUO\�LPSRUWDQW�
ULJKW�QRZ��,Q�GRLQJ�VR��ZH�EHOLHYH�
RXU�SRUWIROLRV�SURYLGH�WKH�SRWHQWLDO�
IRU�VWURQJ�UHWXUQV�LQ�RXU�EDVH�FDVH�
DQG�PRUH�RSWLPLVWLF�HFRQRPLF�VFH�
QDULRV��   
 
&RQWLQXHG�RQ�3DJH�� 

Quarter 12 Months   

Large-Cap Benchmarks

Vanguard 500 Index 8.9% 15.0%

Russell 1000 Growth iShares 13.2% 37.2%

Russell 1000 Value iShares 5.5% -5.1%

Mid-Cap Benchmarks

Russell Midcap iShares 7.4% 4.4%

Russell Midcap Growth iShares 9.3% 23.0%

Russell Midcap Value iShares 6.4% -7.5%

Small-Cap Benchmarks

Russell 2000 iShares 4.9% 0.3%

Russell 2000 Growth iShares 7.1% 15.6%

Russell 2000 Value iShares 2.6% -15.0%

Other Benchmarks

Vanguard Developed Mkts Idx 5.6% 2.0%

Vanguard Emerging Markets 9.0% 9.6%

Vanguard REIT Index 1.3% -12.3%

Vanguard Total Bond Mkt Index 0.6% 6.9%

Credit Suisse High Yield Index 4.9% 2.0%

Benchmark Returns (Periods Ended 9/30/2020)



8�6��JURZWK�ILUPV�KDYH�FUHDWHG�UHDO�HFRQRPLF�YDOXH��7KLV�KDV�FRPH�DW�D�WLPH�ZKHQ�JURZWK�KDV�EHHQ�VFDUFH�
DQG�LQWHUHVW�UDWHV�ORZ��VR�LQYHVWRUV�KDYH�EHHQ�ZLOOLQJ�WR�SD\�XS�IRU�WKHLU�JURZWK��7KDW�VDLG��D�GXUDEOH�HFR�
QRPLF�UHFRYHU\�WDNLQJ�KROG�FRXOG�EH�WKH�FDWDO\VW�IRU�LQYHVWRUV�WR�WXUQ�DZD\�IURP�WKHVH�KLJKIO\HUV�DQG�IDYRU�
XQGHUYDOXHG�VWRFNV�LQ�RXW-RI-IDYRU�LQGXVWULHV�DQG�RYHUVHDV�PDUNHWV�� 

%RQG�PDUNHWV�ZHUH�FDOP�WKURXJKRXW�WKH�VXPPHU��WKDQNV�LQ�ODUJH�SDUW�WR�WKH�)HGHUDO�5HVHUYH¶V�H[WUHPHO\�
DFFRPPRGDWLYH�PRQHWDU\�SROLF\��7UHDVXU\�\LHOGV�ZHUH�XQFKDQJHG��DQG�FRUH�LQYHVWPHQW-JUDGH�ERQGV�JDLQHG�
�����LQ�WKH�WKLUG�TXDUWHU��)HG�RIILFLDOV�VD\�WKH\�DUH�QRZ�WDUJHWLQJ�³DYHUDJH�LQIODWLRQ´�RI����DQG�KDYH�VLJ�
QDOHG�WKDW�WKH\�GR�QRW�H[SHFW�WR�UDLVH�UDWHV�DW�OHDVW�WKURXJK�WKH�HQG�RI�������6LQFH�LQIODWLRQ�KDV�QRW�WRSSHG�
WKH�)HG¶V�WDUJHW�LQ�D�GHFDGH��PDQ\�PDUNHW�SDUWLFLSDQWV�H[SHFW�ORZ�UDWHV�DQG�VXSSRUWLYH�SROLF\�WR�FRQWLQXH�IRU�
D�ORQJ�WLPH��,Q�ULVNLHU�VHJPHQWV�RI�WKH�ERQG�PDUNHW��KLJK-\LHOG�ERQGV�DQG�IORDWLQJ-UDWH�ORDQV�ZHUH�HDFK�XS�
RYHU����EXW�UHPDLQ�VOLJKWO\�QHJDWLYH�IRU�WKH�\HDU� 

*RLQJ�LQWR�WKH�ILQDO�TXDUWHU�RI�������PXOWLSOH�FURVVFXUUHQWV�DQG�XQFHUWDLQWLHV�DUH�SUHVHQWLQJ�ERWK�LQYHVWPHQW�
RSSRUWXQLWLHV�DQG�ULVNV��RYHU�WKH�QHDU�WHUP�DQG�PHGLXP�WR�ORQJHU�WHUP��$�XQLTXH�8�6��HOHFWLRQ�DSSURDFKHV�LQ�
1RYHPEHU��7KH�PDUNHW�GRHVQ¶W�OLNH�XQFHUWDLQW\��VR�WKH�ZHHNV�OHDGLQJ�XS�WR�WKH�HOHFWLRQ�DQG�DIWHUZDUG�PD\�
EH�YRODWLOH��%XW�KLVWRU\�VKRZV�DQ\�HOHFWLRQ-\HDU�GHFOLQHV�DUH�XVXDOO\�VKRUW-OLYHG�DQG�WKH�SROLWLFDO�SDUW\�LQ�
SRZHU�LV�QRW�D�VLJQLILFDQW�GULYHU�RI�LQYHVWPHQW�UHWXUQV��3ROLWLFDO�YLHZV�KDYH�QR�SODFH�LQ�RXU�LQYHVWPHQW�SUR�
FHVV��DQG�ZH�GRQ¶W�DWWHPSW�WR�SUHGLFW�WKH�VKRUW-WHUP�PDUNHW�UHDFWLRQ�WR�HOHFWLRQV��RU�DQ\�VKRUW-WHUP�HYHQW���
7KHUH�DUH�VLPSO\�WRR�PDQ\ RWKHU IDFWRUV�WKDW�LPSDFW�PDUNHWV�RYHU�WLPH��,QVWHDG��ZH�VWLFN�WR�RXU�ORQJHU-WHUP�
DQDO\WLFDO�IUDPHZRUN�LQ�ZKLFK�ZH�FRQVLGHU�DQG�ZHLJK�PXOWLSOH�PDFUR�VFHQDULRV�DQG�DVVHVV�WKH�SRWHQWLDO�
ULVNV�DQG�UHWXUQV�IRU�QXPHURXV�DVVHW�FODVVHV�DQG�LQYHVWPHQWV�LQ�HDFK�VFHQDULR� 7KH�IXQGDPHQWDOV�DUH�ZKDW�
UHDOO\�GULYH�ORQJ-WHUP�PDUNHW�SHUIRUPDQFH� 

/RRNLQJ�WKURXJK�WKH�HOHFWLRQ��
WKHUH�DUH�UHDVRQV�WR�EH�FDX�
WLRXVO\�RSWLPLVWLF�DERXW�WKH�
LQYHVWPHQW�SURVSHFWV�IRU�JOREDO�
HTXLWLHV�DQG�FRUSRUDWH�ERQGV��
$QG�WKHUH�DUH�UHDVRQV�IRU�FDX�
WLRQ� 

5HDVRQV�IRU�2SWLPLVP 

$Q�HFRQRPLF�UHFRYHU\�LV�XQ�
GHUZD\��(FRQRPLF�GDWD�DQG�
IRUHFDVWV�DUH�LPSURYLQJ��VHH�
WKH�JURZWK�SURMHFWLRQV�IURP�
WKH�2UJDQLVDWLRQ�IRU�(FRQRPLF�
&R-RSHUDWLRQ�DQG�'HYHORS�
PHQW��RU�2(&'��LQ�WKH�FKDUW�
DERYH���$OO�HOVH�HTXDO��UH�
ERXQGLQJ�HFRQRPLF�JURZWK�
KHUH�DQG�DEURDG�VKRXOG�VXSSRUW�
HTXLW\�DQG�FRUSRUDWH�ERQG�
PDUNHWV�� 

2Q�WKH�YLUXV�IURQW��WKH�VSHHG�RI�SURJUHVV�LQ�YDFFLQH�GHYHORSPHQW�LV�SURPLVLQJ��$Q�HIIHFWLYH�DQG�ZLGHO\�GLV�
WULEXWHG�YDFFLQH�ZRXOG�DOORZ�HFRQRPLF�DFWLYLW\�WR�UHWXUQ�WR�LWV�IXOO�SUH-SDQGHPLF�SRWHQWLDO�� 

$QG�WKLV�\HDU¶V�H[WUDRUGLQDULO\�VXSSRUWLYH�PRQHWDU\�SROLF\��DVVHW�SXUFKDVHV�DQG�ORZHU�LQWHUHVW�UDWHV��DQG�
KXJH�ILVFDO�VWLPXOXV��ERWK�KHUH�DQG�DEURDG��ZHUH�NH\�GULYHUV�RI�WKH�VSHHG\�UHFRYHU\�LQ�PDUNHWV�DQG�WKH�JORE�
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DO�HFRQRP\��&HQWUDO�EDQN�DFWLRQV�DQG�JRYHUQPHQW�VSHQGLQJ�GRQ¶W�JXDUDQWHH�WKH�DEVHQFH�RI�YRODWLOLW\��DQ�
RWKHU�EHDU�PDUNHW��RU�UHFHVVLRQ��%XW�WKHUH�DUH�SURJUDPV�QRZ�LQ�SODFH��HVSHFLDOO\�LQ�WKH�8QLWHG�6WDWHV��WKDW�
FRXOG�VWHS�LQ�WR�KHOS�WKH�IXQFWLRQLQJ�RI�PDUNHWV�DQG�WKH�HFRQRP\�LQ�FDVH�YRODWLOLW\�UHWXUQV�RU�VHWEDFNV�RF�
FXU� 

5HDVRQV�IRU�&DXWLRQ 

,W�UHPDLQV�WR�EH�VHHQ�KRZ�VWURQJ�WKH�DFWXDO�HFRQRPLF�UHFRYHU\�LV�DQG�KRZ�PXFK�RI�LW�LV�DOUHDG\�GLVFRXQWHG�
LQ�FXUUHQW�SULFHV��,Q�RXU�YLHZ��WKHUH�LV�DV�PXFK�URRP�IRU�GLVDSSRLQWPHQWV�DV�WKHUH�LV�IRU�SRVLWLYH�VXUSULVHV� 

:KLOH�YDFFLQH�GHYHORSPHQW�VWHDPV�DKHDG��WKH�SRWHQWLDO�UHPDLQV�IRU�D�ODUJH�UHVXUJHQFH�RI�&29,'-���LQ�
WKH�IDOO�DQG�ZLQWHU�PRQWKV��:H�DUH�VHHLQJ�WKLV�DOUHDG\�LQ�(XURSH��DQG�WKH�LQIHFWLRQ�UDWH�KDV�SRSSHG�XS�
VOLJKWO\�KHUH�LQ�WKH�8QLWHG�6WDWHV�UHFHQWO\��7KLV�UDLVHV�WKH�ULVN�RI�UHQHZHG�VKXWGRZQV�DQG�DQRWKHU�HFRQRP�
LF�GRZQWXUQ�� 

0RQHWDU\�SROLF\�LV�VXSSRUWLYH��EXW�PRUH�ILVFDO�VXSSRUW�IURP�&RQJUHVV�LV�OLNHO\�QHHGHG�WR�IXUWKHU�SURWHFW�
FLWL]HQV��KHOS�EXVLQHVVHV�VXUYLYH��DQG�VKRUH�XS�VWDWH�ILQDQFHV��,I�LW�GRHVQ¶W�KDSSHQ��LW�ZLOO�EH�D�KLW�WR�IRXUWK�
TXDUWHU�HFRQRPLF�JURZWK��ZKLFK�FRXOG�LQ�WXUQ�LPSDFW�PDUNHWV�� 

)LQDOO\��WKHUH�LV�DOZD\V�WKH�SRWHQWLDO�IRU�D�QHJDWLYH�JHRSROLWLFDO�VKRFN��7KH�8�6�-&KLQD�FRQIOLFW�DQG�%UH[LW�
FRPH�WR�PLQG��EXW�D�QHZ�GHYHORSPHQW�FRXOG�HPHUJH�WKDW�QR�RQH�LV�FRQVLGHULQJ��OLNH�WKH�SDQGHPLF�GLG�HDU�
OLHU�WKLV�\HDU��� 

3RUWIROLR�3RVLWLRQLQJ 

:H�DUH�YHU\�FRPIRUWDEOH�ZLWK�KRZ�RXU�SRUWIROLRV�DUH�FRQVWUXFWHG��DV�GHWDLOHG�EHORZ��7KH�ZDWFKZRUGV�RI�
RXU�FXUUHQW�SRVLWLRQLQJ�UHPDLQ�EDODQFH�DQG�UHVLOLHQFH��2XU�SRUWIROLRV�DUH�EDODQFHG�DFURVV�PXOWLSOH�GLPHQ�
VLRQV��GRPHVWLF�YHUVXV�LQWHUQDWLRQDO�VWRFN�H[SRVXUH��JURZWK�YHUVXV�YDOXH�VWUDWHJLHV��LQWHUHVW�UDWH�ULVN�YHU�
VXV�FUHGLW�ULVN��WUDGLWLRQDO�YHUVXV�DOWHUQDWLYH�LQYHVWPHQWV��$QG�ZH¶YH�GHVLJQHG�RXU�SRUWIROLRV�ZLWK�WKH�JRDO�
RI�JHQHUDWLQJ�SRWHQWLDOO\�VWURQJ�UHWXUQV�LQ�RXU�EDVH-FDVH�DQG�PRUH�RSWLPLVWLF�HFRQRPLF�VFHQDULRV��ZKLOH�
PDLQWDLQLQJ�UHVLOLHQFH�LQ�D�PRUH�FKDOOHQJLQJ�VFHQDULR�� 

2Q�WKH�HTXLW\�VLGH�RI�RXU�SRUWIROLRV��DV�D�UHPLQGHU��ZH�ZHUH�XQGHUZHLJKW�WR�8�6��VWRFNV�DQG�VWRFNV�LQ�JHQ�
HUDO�JRLQJ�LQWR�WKH�SDQGHPLF�GXH�WR�XQDWWUDFWLYH�YDOXDWLRQV��,Q�0DUFK�DIWHU�DQ�LQLWLDO�ODUJH�GHFOLQH��ZH�DGG�
HG�WR�8�6��HTXLW\�H[SRVXUH�DW�PRUH�DWWUDFWLYH�SULFHV��6LQFH�WKDW�WLPH��8�6��VWRFNV�KDYH�DSSUHFLDWHG�VWURQJO\��
RXWSHUIRUPLQJ�PRVW�RWKHU�LQYHVWPHQWV��7KH\�KDYH�VRDUHG�PRUH�WKDQ�����IURP�WKH�0DUFK�ORZ�DQG�DJDLQ�
ORRN�KLVWRULFDOO\�RYHUYDOXHG��)RUZDUG�SULFH-WR-HDUQLQJV��3�(��DQG�PHGLDQ�3�(�UDWLRV�DUH�DSSURDFKLQJ�GRW-
FRP-EXEEOH�KLJKV��1RWKLQJ�SUHYHQWV�YDOXDWLRQV�IURP�ULVLQJ�HYHQ�IXUWKHU�QHDU�WHUP��EXW�ZH�NQRZ�KLJK�
VWDUWLQJ�SRLQW�YDOXDWLRQV�KDYH�D�VWURQJ�LQYHUVH�UHODWLRQVKLS�ZLWK�IXWXUH�ORQJ-WHUP�UHWXUQV��2YHUYDOXDWLRQ�
WHQGV�WR�QRW�PDWWHU�«�XQWLO�LW�GRHV�� 

%XW�ZKLOH�8�6��VWRFN�YDOXDWLRQV�ORRN�H[SHQVLYH�UHODWLYH�WR�KLVWRU\��WKH\�ORRN�FKHDS�UHODWLYH�WR�ERQGV��%RQG�
\LHOGV�DUH�H[WUHPHO\�ORZ��ZKLFK�IRUFHV�LQYHVWRUV�WR�DOORFDWH�PRUH�WR�VWRFNV��SXVKLQJ�VWRFN�YDOXDWLRQV�HYHQ�
KLJKHU�RU�NHHSLQJ�WKHP�KLJKHU�IRU�ORQJHU��&KHDS�UHODWLYH�YDOXDWLRQV��LQ�DGGLWLRQ�WR�D�VXSSRUWLYH�)HG�DQG�
SODXVLEOH�RSWLPLVWLF�VFHQDULRV�LQ�ZKLFK�8�6��VWRFNV�FDQ�GHOLYHU�GHFHQW�UHWXUQV��NHHS�XV�IURP�D�ODUJHU�XQGHU�
ZHLJKW��:H�GRQ¶W�ZDQW�WR�EH�WRR�XQGHUZHLJKW�WR�8�6��VWRFNV�DV�WKHUH�FRXOG�EH�D�VLJQLILFDQW�RSSRUWXQLW\�
FRVW�LI�WKH\�FRQWLQXH�WR�SHUIRUP�ZHOO� 
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2XU�RYHUZHLJKW�WR�HPHUJLQJ-PDUNHW�VWRFNV�RIIVHWV�VRPH�RI�RXU�XQGHUZHLJKW�WR�8�6��VWRFNV��$QG�ZH�KROG�D�
IXOO�VWUDWHJLF�ZHLJKW�WR�GHYHORSHG�LQWHUQDWLRQDO�VWRFNV��7KXV��SRUWIROLRV�DUH�VWLOO�VOLJKWO\�XQGHUZHLJKW�WR�VWRFNV�
LQ�JHQHUDO��:H�GRQ¶W�ZDQW�WR�UHGXFH�RXU�JOREDO�GLYHUVLILFDWLRQ�ULJKW�QRZ�DV�VWRFN�YDOXDWLRQV�DUH�FKHDSHU�LQ�
QRQ-8�6��VWRFN�PDUNHWV��:H�FRQWLQXH�WR�VHH�VXSHULRU�ILYH-\HDU�H[SHFWHG�UHWXUQV�WKHUH�DFURVV�PRVW�RI�RXU�PDF�
URHFRQRPLF�VFHQDULRV��6WRFNV�EHLQJ�FKHDS�FRPSDUHG�WR�ERQGV�LV�HYHQ�PRUH�WUXH�LQ�LQWHUQDWLRQDO�PDUNHWV��3OXV��
LQ�D�VXVWDLQHG�JOREDO�HFRQRPLF�UHFRYHU\�ZLWK�)HG-UHSUHVVHG�8�6��LQWHUHVW�UDWHV��WKH�RGGV�DUH�WKDW�IRUHLJQ�FXU�
UHQFLHV�ZLOO�DSSUHFLDWH�DJDLQVW�WKH�8�6��GROODU��7KLV�ZRXOG�IXUWKHU�HQKDQFH�WKH�UHWXUQV�RI�LQWHUQDWLRQDO�DVVHWV�
IRU�8�6��GROODU–EDVHG�LQYHVWRUV�� 

2Q�WKH�IL[HG-LQFRPH�VLGH��FRUH�ERQGV�DUH�DQ�LPSRUWDQW�VKRFN�DEVRUEHU�LQ�D�QHJDWLYH�HFRQRPLF�RU�JHRSROLWLFDO�
VKRFN��+RZHYHU��DV�PHQWLRQHG�EHIRUH��\LHOGV�DUH�YHU\�ORZ�DQG�HYHQ�D�PRGHVW�LQFUHDVH�LQ�LQWHUHVW�UDWHV�FRXOG�
OHDG�WR�QHJDWLYH�VKRUW-WHUP�UHWXUQV��7R�EHWWHU�GLYHUVLI\�RXU�IL[HG-LQFRPH�DOORFDWLRQV��ZH�KDYH�LQYHVWHG�LQ�DF�
WLYHO\�PDQDJHG�IOH[LEOH�ERQG�VWUDWHJLHV�ZLWK�KLJKHU�H[SHFWHG�UHWXUQV�DQG�ORZHU�LQWHUHVW�UDWH�ULVN��7KH�WUDGHRII�
LV�WKH\�ZLOO�QRW�KROG�XS�DV�ZHOO�DV�FRUH�ERQGV�LQ�D�GHIODWLRQDU\�HYHQW��%XW�ZH�KDYH�WDNHQ�WKLV�LQWR�DFFRXQW�
ZKHQ�VHWWLQJ�\RXU�SRUWIROLRV¶�WRWDO�HTXLW\�ULVN��KHQFH�WKH�VOLJKW�XQGHUZHLJKW�WR�VWRFNV�� 

6SHFLDO�UHSRUW��-�0DLQWDLQLQJ�%DODQFH�	�5HVLOLHQFH�$PLG�WKH�8QFHUWDLQW\���FRQWLQXH�IURP�SDJH��� 

ZKLOH�VWLOO�PDLQWDLQLQJ�UHVLOLHQFH�VKRXOG�D�PRUH�FKDOOHQJLQJ�VFHQDULR�SOD\�RXW� 

$�UHDVRQDEOH�EDVH�FDVH�HFRQRPLF�VFHQDULR�LQYROYHV�RQH�LQ�ZKLFK�WKH�JOREDO�DQG�8�6��HFRQRPLHV�FRQWLQXH�WR�
UHFRYHU�DQG�WKH�SDQGHPLF�ULVN�UHFHGHV�ZLWKRXW�PDMRU�HFRQRPLF�GLVUXSWLRQ�EH\RQG�VFDWWHUHG�ORFDOL]HG�IODUH-
XSV��:LWK�FHQWUDO�EDQNV�NHHSLQJ�LQWHUHVW�UDWHV�H[FHSWLRQDOO\�ORZ��WKLV�ZRXOG�EH�VXSSRUWLYH�IRU�JOREDO�HTXLW\�
PDUNHWV�DQG�FUHGLW�PDUNHWV� 

2Q�WKH�HTXLW\�VLGH�RI�EDODQFHG�SRUWIROLRV��DV�D�UHPLQGHU��ZH�ZHUH�XQGHUZHLJKW�WR�8�6��VWRFNV�DQG�VWRFNV�LQ�
JHQHUDO�JRLQJ�LQWR�WKH�SDQGHPLF��,Q�0DUFK�DIWHU�DQ�LQLWLDO�ODUJH�GHFOLQH��ZH�DGGHG�WR�8�6��VWRFNV�DW�PRUH�DW�
WUDFWLYH�SULFHV��6LQFH�WKDW�WLPH��8�6��VWRFNV�KDYH�DSSUHFLDWHG�VWURQJO\��RXWSHUIRUPLQJ�PRVW�RWKHU�LQYHVWPHQWV�� 

:H�KDYH�PDLQWDLQHG�D�PRGHUDWH�WDFWLFDO�XQGHUZHLJKW�WR�8�6��VWRFNV�EHFDXVH�WKH�PDUNHW�LV�RYHUYDOXHG�RQ�DQ�
DEVROXWH�EDVLV�DQG�FXUUHQWO\�RIIHUV�EHORZ-DYHUDJH�H[SHFWHG�UHWXUQV�LQ�RXU�PHGLXP-WHUP��ILYH-\HDU��EDVH�FDVH��
+RZHYHU��WKH�UHODWLYH�YDOXDWLRQ�RI�8�6��VWRFNV�YHUVXV�FRUH�ERQGV��WKH�HTXLW\�ULVN�SUHPLXP��DQG�WKH�OLNHOLKRRG�
WKDW�WKH�)HG�ZLOO�NHHS�LQWHUHVW�UDWHV�³ORZHU�IRU�ORQJHU´�SURYLGHV�VXSSRUW�IRU�KLJK�YDOXDWLRQV��DW�OHDVW�XQWLO�UDWHV�
PHDQLQJIXOO\�ULVH��$QG�WKHUH�DUH�SODXVLEOH�
PRUH�RSWLPLVWLF�VFHQDULRV�ZKHUH�8�6��
VWRFNV�JHQHUDWH�PLG�WR�XSSHU�VLQJOH-GLJLW�
PHGLXP-WHUP�DQQXDOL]HG�UHWXUQV��6R��UH�
VSHFWLQJ�WKH�ZLGH�UDQJH�RI�SRWHQWLDO�RXW�
FRPHV��ZH�GRQ¶W�ZDQW�WR�EH�WRR�XQGHU�
ZHLJKW�WR�8�6��VWRFNV�GHVSLWH�WKHLU�DEVR�
OXWH�YDOXDWLRQ�KHDGZLQG� 

5HODWHG�WR�WKLV��ZLWKLQ�RXU�8�6��HTXLW\�H[�
SRVXUH�ZH�ZDQW�WR�UHPDLQ�EURDGO\�EDO�
DQFHG�WR�JURZWK�YHUVXV�YDOXH�VWRFNV��
ZKHWKHU�YLD�EURDG�PDUNHW�LQGH[�H[SRVXUH�
RU�DFWLYH�PDQDJHUV��*URZWK�KDV�FUXVKHG�
YDOXH�LQ�UHFHQW�\HDUV�DQG�QRZ�ORRNV�H[�
WUHPHO\�RYHUYDOXHG�UHODWLYH�WR�YDOXH��$QG�
ZH�GR�H[SHFW�WKLV�F\FOH�WR�WXUQ�DW�VRPH�
SRLQW��DV�LW�DOZD\V�KDV��%XW�WKH�WDLOZLQGV�WR�
WKH�UHFHQW�JURZWK�WHFK�VWRFN�RXWSHUIRU�
PDQFH—VXSHULRU�HDUQLQJV�JURZWK�DQG�]H�
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H[DPSOH��ZKHQ�YDFFLQHV�DUH�DYDLODEOH���WKDW�PD\�EH�WKH�FDWDO\VW�IRU�D�PDUNHW�URWDWLRQ�RXW�RI�H[SHQVLYH�
³GHIHQVLYH´�PHJD-FDS�JURZWK�VWRFNV�LQWR�XQGHUYDOXHG�RXW-RI-IDYRU�YDOXH�VHFWRUV��VXFK�DV�ILQDQFLDOV�DQG�LQ�
GXVWULDOV��$V�WKH�%DQN�&UHGLW�$QDO\VW�UHFHQWO\�SXW�LW��³7KH�µSDQGHPLF�WUDGH¶�ZLOO�JLYH�ZD\�WR�WKH�µUHRSHQLQJ�
WUDGH�¶´ 

,W¶V�DOVR�ZRUWK�QRWLQJ�WKDW�LQ�D�VFHQDULR�RI�VXVWDLQHG�JOREDO�HFRQRPLF�UHFRYHU\�ZLWK�)HG-UHSUHVVHG�8�6��LQWHU�
HVW�UDWHV��RGGV�DUH�WKH�8�6��GROODU�ZLOO�GHSUHFLDWH�DV�FDSLWDO�IORZV�WR�RWKHU�PDUNHWV��:KHQ�WKH�8�6��GROODU�GH�
SUHFLDWHV�DJDLQVW�IRUHLJQ�FXUUHQFLHV��8�6��LQYHVWRUV�UHFHLYH�DQ�DGGLWLRQDO�SRVLWLYH�FXUUHQF\�UHWXUQ�IURP�KROGLQJ�
LQWHUQDWLRQDO�DVVHWV��*LYHQ�WKH�SRWHQWLDO�KLJKHU�UHWXUQV�DQG�FXUUHQF\�WDLOZLQG��ZH�GRQ¶W�ZDQW�WR�UHGXFH�RXU�
JOREDO�GLYHUVLILFDWLRQ�ULJKW�QRZ�� 

&ORVLQJ�7KRXJKWV 

+LVWRU\�VKRZV�PDUNHWV�DUH�FRQVLVWHQWO\�XQSUHGLFWDEOH��$GGLQJ�WR�WKH�XQFHUWDLQW\�DUH�WKH�XQSUHFHGHQWHG�FLU�
FXPVWDQFHV��FKDOOHQJHV��DQG�VWUXFWXUDO�FKDQJHV�WKH�JOREDO�HFRQRP\�LV�FXUUHQWO\�IDFLQJ�� 

+DYLQJ�D�KLJK�GHJUHH�RI�FRQYLFWLRQ�LQ�DQ\�VLQJOH�RXWFRPH�VWULNHV�XV�DV�LPSUXGHQW��,QVWHDG�RI�WU\LQJ�WR�FRQWLQ�
XRXVO\�SUHGLFW�WKH�IXWXUH��ZH�DUH�IRFXVHG�RQ�EXLOGLQJ�UHVLOLHQW�SRUWIROLRV�DFURVV�PXOWLSOH�SODXVLEOH�VFHQDULRV��
DFFRXQWLQJ�IRU�D�UDQJH�RI�VKRUWHU-WHUP�ULVNV�EXW�NHHSLQJ�RXU�SULPDU\�IRFXV�RQ�WKH�PHGLXP-�WR�ORQJHU-WHUP�
IXQGDPHQWDOV�WKDW�XOWLPDWHO\�GULYH�LQYHVWPHQW�UHWXUQV�� 

,QYHVWLQJ�WKLV�ZD\�UHTXLUHV�GLVFLSOLQH��SDWLHQFH��DQG�D�ZLOOLQJQHVV�WR�VWDQG�DZD\�IURP�WKH�KHUG�DW�WLPHV��,W�FDQ�
IHHO�XQFRPIRUWDEOH�WR�VWD\�WKH�FRXUVH��SXW�FDSLWDO�DW�ULVN�ZKHQ�PDUNHWV�DUH�SOXQJLQJ��RU�UHIUDLQ�IURP�FKDVLQJ�
RYHUYDOXHG�PDUNHWV�KLJKHU�ZKHQ�WKH\�DUH�VRDULQJ��%XW�LQ�WKH�HQG��WKLV�LV�WKH�EHVW�DSSURDFK�ZH¶YH�IRXQG�WR�
DFKLHYH�ORQJ-WHUP�LQYHVWPHQW�JRDOV�  

3DUWQHULQJ�ZLWK�<RX 

:KLOH�ZH�DUH�FRQVWDQWO\�PDNLQJ�GHFLVLRQV�DERXW�ZKDW�DFWLRQV�PD\�EH�QHHGHG�LQ�SRUWIROLRV��ZH�DUH�DOVR�ZRUN�
LQJ�EHKLQG�WKH�VFHQHV�WR�JURZ�\RXU�ZHDOWK�DQG�EROVWHU�\RXU�ILQDQFLDO�SRVLWLRQ�LQ�ZD\V�WKDW�GRQ¶W�QHFHVVDULO\�
VKRZ�LQ�SHUIRUPDQFH�UHSRUWV� 

6RPH�VWHSV�ZH¶YH�WDNHQ�ZLWK�FOLHQWV�WKLV�\HDU�LQFOXGH�WD[-ORVV�KDUYHVWLQJ�LQ�WD[DEOH�DFFRXQWV��HVSHFLDOO\�HDUOL�
HU�LQ�WKH�\HDU��7KLV�FDQ�RIIVHW�UHDOL]HG�JDLQV�WKLV�\HDU�DQG�SRVVLEO\�LQWR�WKH�IXWXUH��:H�KDYH�DOVR�EHHQ�PRYLQJ�
DVVHWV�WKDW�JHQHUDWH�KLJKHU�LQFRPH�LQWR�WD[-GHIHUUHG�DFFRXQWV�ZKHUH�SRVVLEOH 

,Q�DGGLWLRQ�WR IRFXVLQJ�RQ�SRUWIROLR WD[ RSWLPL]DWLRQ��RXU�DGYLVRUV�FDQ�KHOS�VWUDWHJL]H�EURDGHU�SODQQLQJ�DUHDV��
VXFK�DV�HGXFDWLRQ�DQG�UHWLUHPHQW�SODQQLQJ�RU�DUUDQJLQJ�D�SODQ�IRU�SKLODQWKURSLF�JRDOV��)LQDQFLDO�SODQQLQJ�KDV�
WDNHQ�RQ�DGGLWLRQDO�FRPSOH[LWLHV�WKLV�\HDU��DV�ZH�ZRUN�WKURXJK�WKH�UXOHV�DQG�RSSRUWXQLWLHV�SUHVHQWHG�E\�WKH�
6(&85(�DQG�&$5(6�$FWV��7KHVH�$FWV�FUHDWHG�RSSRUWXQLWLHV�IRU�ZDLYLQJ�UHTXLUHG�PLQLPXP�GLVWULEXWLRQV��
SODQQLQJ�IRU�,5$�EHQHILFLDU\�FKDQJHV��UROOLQJ�RYHU�WUDGLWLRQDO�,5$�DFFRXQWV�WR�5RWK�DFFRXQWV��DQG�UHYLHZLQJ�
H[LVWLQJ�HVWDWH�SODQV�� 

$V�DOZD\V��ZH�DSSUHFLDWH�WKH�WUXVW�\RX�SODFH�LQ�XV�DQG�HQFRXUDJH�\RX�WR�FRQWDFW XV�ZLWK�DQ\�TXHVWLRQV�DERXW�
\RXU�VSHFLILF�VLWXDWLRQ�  

&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�� 

 

 
 
 


