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0RUH�DQG�PRUH�$J� IXQGDPHQWDOV�DUH�EHJLQQLQJ� WR�SRLQW� LQ� WKH�VDPH�GLUHFWLRQ�–� VXJJHVWLQJ� ORZHU�$J�FRPPRGLW\�
SULFHV�RYHU�WKH�QH[W��-���PRQWKV��RU�SRWHQWLDOO\�ORQJHU� 

2EYLRXVO\��WKH�FRURQDYLUXV�RXWEUHDN�DQG�LWV�LPSDFW�RQ�ZRUOG�HFRQRPLHV�LV�JHWWLQJ�WKH�KHDGOLQHV���7KDW�LV�D�IDFWRU��
EXW�RQO\�RQH�RI�WKH�PDQ\�IDFWRUV�WKDW�SRLQW�WRZDUGV�ORZHU�PDUNHWV���:KLOH�QRERG\�NQRZV�WKH�SRWHQWLDO�WKUHDW�IURP�
WKLV� QHZ� YLUXV�� ZH� GR� NQRZ� WKDW� LW� LV� VORZLQJ� GRZQ� ZRUOG� WUDYHO� �ZLWK� VRPH� FRPSDQLHV� EDQQLQJ� ,QWHUQDWLRQDO�
EXVLQHVV�WUDYHO�XQWLO�IXUWKHU�QRWLFH���DQG�OHVV�WUDYHO�PHDQV�OHVV�HDWLQJ�RXW��OHVV�FRQVXPSWLRQ�RI�PHDWV��IHG�E\�JUDLQV�
DQG�VR\EHDQ�PHDO���DQG�RWKHU�SURGXFWV��WKDW�XVH�ZKHDW�DQG�YHJHWDEOH�RLOV����2EYLRXVO\��WKH�VD\LQJ�µSHRSOH�KDYH�JRW�
WR�HDW¶� UHPDLQV�WUXH��EXW� ,�GR�EHOLHYH�JURZWK�LQ�ZRUOG�GHPDQG�IRU�RXU�SURGXFWV� LV�JRLQJ�WR�EH�PXFK�ORZHU�WKDQ�LW�
ZRXOG�EH�ZLWKRXW�WKLV�YLUXV� 

5HGXFHG� JURZWK� LQ� ZRUOG� GHPDQG� LV� WKH� ODVW� WKLQJ� RXU� PDUNHWV� QHHG� ULJKW� QRZ�� � :RUOG� VXSSOLHV� RI� EDVLFDOO\�
HYHU\WKLQJ� VHHP� WR� KDYH� ERWWRPHG� ZLWK� P\� SURMHFWLRQV� VKRZLQJ� ZRUOG� VWRFNV�� ZLWK� QRUPDO� ZHDWKHU�� ZLOO� QRZ�
EDOORRQ�WR�DOO-WLPH�KLJKV�RYHU�WKH�QH[W���-���PRQWKV���6RXWK�$PHULFD�LV�LQ�WKH�SURFHVV�RI�KDUYHVWLQJ�D�UHFRUG�FURS�
ULJKW�QRZ���86�VWRFNV�RI�FRUQ�DQG�VR\EHDQV�WLJKWHQHG�VRPHZKDW�E\�WKH�OHVV�WKDQ�LGHDO�ZHDWKHU�ODVW�\HDU�WKDW�UHGXFHG�
DFUHDJH�DQG�DOVR�UHGXFHG�\LHOGV���+RZHYHU��P\�QXPEHUV�VXJJHVW�WKDW�ZKLOH�86�DQG�ZRUOG�VWRFNV�DV�D�SHUFHQWDJH�RI�
XVH� DUH� VRPHZKHUH� LQ� WKH�PLGGOH� RI� WKH� SDVW� ��-\HDU� UDQJH�� ERWK�ZLOO� EDOORRQ� WR� UHFRUG� OHYHOV� IROORZLQJ� WKH� ELJ�
6RXWK�$PHULFDQ�KDUYHVW�DQG�PXFK�ODUJHU�86�SURGXFWLRQ�ZLWK�QRUPDO�ZHDWKHU��� 

:RUOG� FXUUHQFLHV� DUH� DOVR� D� EHDULVK� LQIOXHQFH�� � 7KH� %UD]LOLDQ� DQG� $UJHQWLQH� FXUUHQFLHV� FRQWLQXH� WKHLU� KLVWRULF�
SOXPPHW�� � 7KLV� LV� KDYLQJ� D� GLIIHUHQW� LPSDFW� RQ�PDUNHWLQJ� IURP� HDFK� FRXQWU\�� � ,Q�%UD]LO�� WKH�%UD]LOLDQ� IDUPHU� LV�
DJJUHVVLYHO\�VHOOLQJ�KLV�FURS��ORFNLQJ�LQ�KXJH�SURILWV�ZLWK�VR\EHDQ�SULFHV�LQ�WHUPV�RI�WKHLU�FXUUHQF\�VRDULQJ�WR�UHFRUG�
OHYHOV���7KHVH�IDUPHUV�DUH�DEOH�WR�ORFN�LQ�KXJH�SURILWV�EHFDXVH�WKH�LQSXWV�ZHUH�ERXJKW�ZLWK�D�PXFK�VWURQJHU�FXUUHQF\���
7KH�%UD]LOLDQ�IDUPHU�LV�DJJUHVVLYHO\�VHOOLQJ�QRW�RQO\�WKH������FURS�WKDW�KH�LV�FXUUHQWO\�KDUYHVWLQJ��EXW�DOVR�WKH������
FURS�WKDW�ZRQ¶W�EH�KDUYHVWHG�IRU�D�\HDU���:K\"��%HFDXVH�D�SRUWLRQ�RI�WKH�LQSXWV�IRU�QH[W�\HDU¶V�FURS�ZHUH�DOVR�ORFNHG�
LQ�ZLWK�D�PXFK�VWURQJHU�FXUUHQF\��WKXV�KH�LV�ORFNLQJ�LQ�ELJ�SURILWV�RXW�WKHUH�WRR���7KH�$UJHQWLQH�IDUPHU�LV�WDNLQJ�WKH�
RSSRVLWH�DSSURDFK���7KHLU�FXUUHQF\�KDV�EHHQ�LQ�IUHHIDOO�IRU�TXLWH�VRPH�WLPH�QRZ��VR�WKH\�NQRZ�WKH\�GR�QRW�ZDQW�WR�
KROG�WRR�PXFK�RI�LW���7KH\�VHH�WKHLU�VR\EHDQ�FURS�DV�D�µVWRUH�RI�YDOXH¶���7KH\�DUH�DOVR�SURWHVWLQJ�DQRWKHU����LQFUHDVH�
LQ�WKH�VR\EHDQ�DQG�VR\�SURGXFW�H[SRUW�WD[��IURP�����WR����� 

7KH�86�IDUPHU� LV�DOVR�KRDUGLQJ�D�KLVWRULFDOO\� ODUJH�SHUFHQWDJH�RI�KLV������FURS�� �+RZHYHU�� LW� LV� LQWHUHVWLQJ�ZKHQ�
ORRNLQJ� DW� WKH� ZRUOG� QXPEHUV� –� WKH� PDVVLYH� %UD]LOLDQ� VHOOLQJ� LV� EDVLFDOO\� HQRXJK� WR� VDWLVI\� PRVW� RI� WKH� ZRUOG�
GHPDQG�IRU�VR\EHDQV�DQG�PHDO�QRW�MXVW�IRU�QRZ�EXW�WKURXJK�WKH�VXPPHU���7KH�ZRUOG�GRHV�QRW�QHHG�ELJ�VHOOLQJ�IURP�
WKH�86�DQG�$UJHQWLQD���,�KDYH�D�IHHOLQJ�WKH�86�DQG�$UJHQWLQH�IDUPHUV�DUH�JRLQJ�WR�EH�VHOOLQJ�ORZHU�SULFHV�ODWHU���$W�
OHDVW�WKH�$5*�IDUPHUV�DUH�OLNHO\�WR�KDYH�D�ORZHU�FXUUHQF\�WR�RIIVHW���7KH�86�IDUPHUV�ZLOO�OLNHO\�QRW�EH�VR�OXFN\� 

dŚĞ�ŝŶĨŽƌŵĂƟŽŶ�ĐŽŶƚĂŝŶĞĚ�ŚĞƌĞŝŶ�ŚĂƐ�ďĞĞŶ�ƚĂŬĞŶ�ĨƌŽŵ�ƚƌĂĚĞ�ĂŶĚ�ƐƚĂƟƐƟĐĂů�ƐĞƌǀŝĐĞƐ�ĂŶĚ�ŽƚŚĞƌ�ƐŽƵƌĐĞƐ�ǁĞ�ďĞůŝĞǀĞ�ĂƌĞ�ƌĞůŝĂďůĞ͘�KƉŝŶŝŽŶƐ�ĞǆƉƌĞƐƐĞĚ�ƌĞŇĞĐƚ�ũƵĚŐͲ
ŵĞŶƚƐ�Ăƚ� ƚŚŝƐ�ĚĂƚĞ�ĂŶĚ�ĂƌĞ�ƐƵďũĞĐƚ� ƚŽ�ĐŚĂŶŐĞ�ǁŝƚŚŽƵƚ�ŶŽƟĐĞ͘��ŝƚƐĐŚ�dƌĂĚŝŶŐ͕� >>��ĚŽĞƐ�ŶŽƚ�ŐƵĂƌĂŶƚĞĞ� ƚŚĂƚ� ƐƵĐŚ� ŝŶĨŽƌŵĂƟŽŶ� ŝƐ� ĂĐĐƵƌĂƚĞ�Žƌ�ĐŽŵƉůĞƚĞ�ĂŶĚ� ŝƚ�
ƐŚŽƵůĚ�ŶŽƚ�ďĞ�ƌĞůŝĞĚ�ƵƉŽŶ�ĂƐ�ƐƵĐŚ͘�dŚĞƌĞ�ŝƐ�ƌŝƐŬ�ŽĨ�ůŽƐƐ�ŝŶ�ƚƌĂĚŝŶŐ�ĨƵƚƵƌĞƐ�ĂŶĚ�ŽƉƟŽŶƐ�ĂŶĚ�ŝƚ�ŝƐ�ŶŽƚ�ƐƵŝƚĂďůĞ�ĨŽƌ�Ăůů�ŝŶǀĞƐƚŽƌƐ͘�W�^d�Z�^h>d^��Z��EKd�E���^^�Z/Ͳ
>z�/E�/��d/s��K&�&hdhZ��Z�dhZE^͘�dŚŝƐ�ĚŽĐƵŵĞŶƚ�ĐŽŶƚĂŝŶƐ�ŽŶůǇ�ĐŽŵŵĞŶƚĂƌǇ�ŽŶ�ĞĐŽŶŽŵŝĐ͕�ƉŽůŝƟĐĂů͕�Žƌ�ŵĂƌŬĞƚ�ĐŽŶĚŝƟŽŶƐ�ĂŶĚ�ŝƐ�ŶŽƚ�ŝŶƚĞŶĚĞĚ�ƚŽ�ďĞ�ƚŚĞ�ďĂƐŝƐ�
ĨŽƌ�Ă�ĚĞĐŝƐŝŽŶ� ƚŽ�ĞŶƚĞƌ� ŝŶƚŽ�ĂŶǇ�ĚĞƌŝǀĂƟǀĞƐ� ƚƌĂŶƐĂĐƟŽŶ͘�dŚĞ�ĐŽŶƚĞŶƚƐ�ŽĨ� ƚŚŝƐ� ĐŽŵŵĞŶƚĂƌǇ�ĂƌĞ� ĨŽƌ� ŝŶĨŽƌŵĂƟŽŶĂů�ƉƵƌƉŽƐĞƐ�ŽŶůǇ�ĂŶĚ�ƵŶĚĞƌ�ŶŽ�ĐŝƌĐƵŵƐƚĂŶĐĞƐ�
ƐŚŽƵůĚ�ƚŚĞǇ�ďĞ�ĐŽŶƐƚƌƵĞĚ�ĂƐ�ĂŶ�ŽīĞƌ�ƚŽ�ƐĞůů�Žƌ�Ă�ƐŽůŝĐŝƚĂƟŽŶ�ƚŽ�ďƵǇ�Žƌ�ƐĞůů�ĂŶǇ�ĨƵƚƵƌĞƐ�Žƌ��ŽƉƟŽŶƐ�ĐŽŶƚƌĂĐƚ͘�dŚŝƐ�ŵĂƚĞƌŝĂů�ĐĂŶŶŽƚ�ďĞ�ĐŽƉŝĞĚ͕�ƌĞƉƌŽĚƵĐĞĚ͕�ŵŽĚŝͲ
ĮĞĚ͕�Žƌ�ƌĞĚŝƐƚƌŝďƵƚĞĚ�ǁŝƚŚŽƵƚ�ƚŚĞ�ǁƌŝƩĞŶ�ĐŽŶƐĞŶƚ�ŽĨ��ŝƚƐĐŚ�dƌĂĚŝŶŐ͕�>>�͘�EŽ�ŽŶĞ�ŚĂƐ�ďĞĞŶ�ĂƵƚŚŽƌŝǌĞĚ�ƚŽ�ĚŝƐƚƌŝďƵƚĞ�ƚŚŝƐ�ĨŽƌ�ƐĂůĞ͘� 
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7KH�86�IDUPHU�KRDUGLQJ�LV�KDYLQJ�DQ�LPSDFW�RQ�86�GRPHVWLF�PDUNHWV���'HVSLWH�DPSOH�WR�DOPRVW�EXUGHQVRPH�WRWDO�
86�VWRFN�OHYHOV�RI�ERWK�FRUQ�DQG�VR\EHDQV��86�GRPHVWLF�PDUNHWV�DUH�KDYLQJ�D�GLIILFXOW�WLPH�EX\LQJ�HQRXJK�IURP�WKH�
IDUPHU�� �%HFDXVH� GRPHVWLF� FRUQ� GHPDQG�PDNHV� XS� D�PXFK� ODUJHU� SRUWLRQ� RI� WRWDO� XVH� WKDQ� VR\EHDQV� GR� �D�PXFK�
KLJKHU�SHUFHQWDJH�RI�VR\EHDQV�DUH�H[SRUWHG���FRUQ�VSUHDGV�DUH�DFWXDOO\�LQYHUWLQJ�WR�WU\�WR�GUDZ�PRYHPHQW���%HDQV��
RQ� WKH�RWKHU�KDQG�� MXVW� ORVH� WKH�HQWLUH�H[SRUW�PDUNHW�DQG� WKHUH�VWLOO� VHHP�WR�EH�HQRXJK�PRYLQJ��DOWKRXJK� WLJKW�� WR�
VXSSO\� WKH� GRPHVWLF�PDUNHW�� � 7KHUH� LV� D� VD\LQJ� WKDW� IDUPHU� KRDUGLQJ� LV� EXOOLVK� XQWLO� LW� LV� EHDULVK�� WKHQ� LW� LV� YHU\�
EHDULVK�� � ,� WKLQN� WKDW� LV� ZKDW� ZH� DUH� JRLQJ� WKURXJK� QRZ�� � 7KH� IDUPHU� ZLOO� HYHQWXDOO\� KDYH� WR� VHOO�� DQG� IRUZDUG�
EDODQFH�VKHHWV�VXJJHVW�SULFHV�ZLOO�QHHG� WR� µILQG¶�PRUH�H[SRUW�EXVLQHVV� IRU�ERWK�FRUQ�DQG�VR\EHDQV� LQ� WKH���������
PDUNHWLQJ�\HDU���7KDW�ZLOO�QRW�KDSSHQ�DW�FXUUHQW�SULFHV���,�H[SHFW�SULFHV�WR�JUDGXDOO\�ZRUN�ORZHU�XQWLO�WKH�86�FDQ�EH�
D�OHJLWLPDWH�VXSSOLHU�LQWR�WKH�ZRUOG�PDUNHW�IRU�ERWK�FRUQ�DQG�VR\EHDQV�–�UDWKHU�WKDQ�WKH�UHVLGXDO�VXSSOLHU�ZH�KDYH�
EHHQ� IRU� PRVW� RI� WKLV� PDUNHWLQJ� \HDU�� � )RU� ��������� ,� DP� FXUUHQWO\� SURMHFWLQJ� VR\EHDQ� H[SRUWV� DW� �����PLOOLRQ�
EXVKHOV�� VRPH� ���� PLOOLRQ� EHORZ� 86'$�� � 'HVSLWH� P\� KLJKHU� �������� FUXVK� SURMHFWLRQ�� P\� �������� FDUU\RXW�
SURMHFWLRQ� IRU� VR\EHDQV� LV� ���� PLOOLRQ� EXVKHOV� –� ���� POQ� KLJKHU� WKDQ� WKH� 86'$� SURMHFWLRQ�� � 0\� �������� 86�
VR\EHDQ�FDUU\RXW�SURMHFWLRQ�EDOORRQV�WR�����POQ�EXVKHOV�DVVXPLQJ�QRUPDO�SODQWLQJ�DQG�JURZLQJ�ZHDWKHU���0\�FRUQ�
SURMHFWLRQV� DUH� HYHQ� PRUH� EXUGHQVRPH�� � ,� DP� FXUUHQWO\� SURMHFWLQJ� �������� FRUQ� H[SRUWV� DW� RQO\� ����� PLOOLRQ�
EXVKHOV�� ����POQ� EHORZ�86'$�� �0\� �������� 86� FRUQ� FDUU\RXW� SURMHFWLRQ� H[SORGHV� WR� ���� ELOOLRQ� EXVKHOV� ZLWK�
QRUPDO�ZHDWKHU� 

,�GLGQ¶W�HYHQ�JHW� LQWR�ZRUOG�VWRFNV�–� WKDW� LV�D� WRSLF� IRU�DQRWKHU�GD\�–�EXW� WKH\�VKRXOG�DOVR�JURZ� WR�UHFRUG� OHYHOV���
3ULFHV�ZLOO�HYHQWXDOO\�QHHG�WR�JR�WR�D�OHYHO�DW�ZKLFK�WKH�86�FDQ�GR�PRUH�H[SRUW�EXVLQHVV��EXW�WKDW�PD\�QRW�EH�XQWLO�
����������7KH�UHOXFWDQW�IDUPHU�VHOOLQJ�LQ�WKH�86�ZLOO�SURGXFH�VRPH�ERXQFHV�LQ�SULFH��EXW�P\�IHHOLQJ�LV�WKDW�ERXQFHV�
VKRXOG�EH�VROG���,�H[SHFW�D�ORQJ�VORZ�JULQG�ORZHU�LQ�SULFHV�RYHU�WKH�QH[W�\HDU� 
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ĮĞĚ͕�Žƌ�ƌĞĚŝƐƚƌŝďƵƚĞĚ�ǁŝƚŚŽƵƚ�ƚŚĞ�ǁƌŝƩĞŶ�ĐŽŶƐĞŶƚ�ŽĨ��ŝƚƐĐŚ�dƌĂĚŝŶŐ͕�>>�͘�EŽ�ŽŶĞ�ŚĂƐ�ďĞĞŶ�ĂƵƚŚŽƌŝǌĞĚ�ƚŽ�ĚŝƐƚƌŝďƵƚĞ�ƚŚŝƐ�ĨŽƌ�ƐĂůĞ͘� 


