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6800$5<�� 8QHPSOR\PHQW� DQG� LQIODWLRQ� KDYH� EHHQ� WKH� IRFXV� RI�PDFURHFRQRPLFV� VLQFH� LWV� ELUWK� DQG� WKH� 3KLOLSV� &XUYH� LV� WKH� UHVXOW� RI� WKLV�LQWHUHVW���)URP�WKH�ELUWK�LQ�������WKH�3KLOLSV�&XUYH�KDV�EHHQ�UHYLVHG�ZLWK�QHZ�ILQGLQJV� VXFK� DV� WKH� QDWXUDO� UDWH� K\SRWKHVLV� DQG� WKH� DGDSWLYH� H[SHFWDWLRQV�K\SRWKHVLV�� )XUWKHU� WKH� 3KLOLSV�&XUYH� UHODWLRQVKLS� LV� OLPLWHG� RQO\� WR� VKRUW�UXQ���� 7KHUHIRUH� LQ� WKLV� SDSHU� WKH� HYDOXDWLRQ� RI� WKH� 3KLOLSV� &XUYH� LV�VWXGLHG��7KH�GHIHFWV�RI�HDFK�OHYHO�DUH�JLYHQ�DQG�SDVVDJH�DPRQJ�WKHVH�OHYHOV�LV�H[SODLQHG��
g=(7�øúVL]OLN� YH� HQIODV\RQ� PDNUR�HNRQRPLQLQ� GR÷XúXQGDQ� EX� \DQD� EX�ELOLPLQ�RGDN�QRNWDODUÕQGD�\HU�DOPÕúWÕU�YH�EX�LOJLQLQ�VRQXFX�GD�RUWD\D�EX�LNL�GH÷LúNHQ� DUDVÕQGDNL� LOLúNL\L� DQODWPD\D� oDOÕúDQ� 3KLOOLSV� (÷ULVL� RUWD\D�oÕNPÕúWÕU��� ����¶GHNL�GR÷XúXQGDQ�EX�\DQD�3KLOOLSV�(÷ULVL�'R÷DO�2UDQ�7HRULVL�YH�$GDWWLI�%HNOHQWLOHU�7HRULVL�JLEL� WHRULOHULQ�EXOXQXS�H÷UL\H�X\JXODQPDVÕ� LOH�ELUoRN�GHID�GH÷LúLNOL÷H�X÷UDPÕúWÕU��6RQXQGD�GD�3KLOOLSV�(÷ULVLQLQ�VDGHFH�NÕVD�G|QHPGH�DQODPOÕ�ROGX÷X�VRQXFXQD�XODúÕOPÕúWÕU��� %X� oDOÕúPDGD� GD� 3KLOOLSV� (÷ULVLQLQ� EX� HYULPL� DQODWÕOPDNWDGÕU�� %X�HYULP� LoHULVLQGH� H÷ULQLQ� HNVLN� \DQODUÕ� EHOLUWLOPLú� YH� VRQ� KDOLQH� XODúÕQFD\D�NDGDUNL�JHOLúLPL�DQODWÕOPDNWDGÕU�������3KLOLSV� &XUYH�� ,QIODWLRQ�� 8QHPSOR\PHQW�� 1DWXUDO� 5DWH� RI� 8QHPSOR\PHQW��$GDSWLYH� ([SHFWDWLRQV�� 5DWLRQDO� ([SHFWDWLRQV�� /RQJ�UXQ� � 3KLOLSV� &XUYH��$FFHOHUDWLRQLVW��+\SRWKHVLV���3KLOOLSV�(÷ULVL��(QIODV\RQ��øúVL]OLN��'R÷DO�øúVL]OLN�2UDQÕ��$GDSWLI�%HNOHQWLOHU��5DV\RQDHO�%HNOHQWLOHU��8]XQ�'|QHP�3KLOOLSV�(÷ULVL��+Õ]ODQGÕUÕFÕ�7HRULVL��
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8QHPSOR\PHQW�DQG�LQIODWLRQ��HLWKHU�VHSDUDWHO\�RU�FRPELQDWLRQ��KDYH�EHHQ�WKH�IRFXV�RI�PDFURHFRQRPLFV�VLQFH�LWV�ELUWK��7KH�QDWXUH�RI�UHODWLRQVKLS�EHWZHHQ� LQIODWLRQ� DQG� XQHPSOR\PHQW� KDV� EHHQ� LQWHUHVW� RI� HFRQRPLVWV� IRU� D�ORQJ� WLPH�� $OWKRXJK� DJJUHJDWH� GHPDQG� DQG� VXSSO\� DUH� FUXFLDO� IRU�XQGHUVWDQGLQJ� WKH� LQIODWLRQDU\� SURFHVV�� WKLV� IUDPHZRUN� GRHV� JHW� TXLWH�FRPSOLFDWHG� ZKHQ� LQHUWLDO� IRUFHV� VKLIW� WKH� FXUYHV� XSZDUG� HDFK� SHULRG��(FRQRPLVWV� WKHUHIRUH� VHDUFKHG� IRU� D� VLPSOHU� GHYLFH� IRU� FDSWXULQJ� LQIODWLRQ�WKHRU\�� ,Q� WKH� ODWH� ����V� DQG� HDUO\� ����V�� D� VWULNLQJ� LQQRYDWLRQ� UDGLFDOO\�FKDQJHG�WKH�ZD\�HFRQRPLVWV�DQDO\VHG�LQIODWLRQ��7KLV�ZDV�WKH�3KLOOLSV�&XUYH��
7KH�RULJLQDO�DQG�IDPLOLDU�3KLOOLSV�&XUYH�ZDV�GUDZQ� LQ�DQ�DUWLFOH� LQ�������3KLOOLSV���������3URIHVVRU�3KLOOLSV�KDV�DGYDQFHG�WKH�K\SRWKHVLV�WKDW�WKH�SHUFHQWDJH� UDWH� RI� FKDQJH� RI� PRQH\� ZDJH� UDWHV� LQ� WKH� 8.�:�� FDQ� EH�H[SODLQHG� WR� D� YHU\� ODUJH� H[WHQW� E\���� WKH� SHUFHQWDJH� RI� WKH� ODERU� IRUFH� WR�XQHPSOR\PHQW� �8�� DQG� ��� WKH� UDWH� RI� FKDQJH� RI� XQHPSOR\HG� �h��� 3KLOOLSV�&XUYH�SORWWHG�LQIODWLRQ�DJDLQVW�XQHPSOR\PHQW�DQG�IRXQG�WKDW�ZKHQ�LQIODWLRQ�ZDV�KLJK��XQHPSOR\PHQW�ZDV�ORZ�DQG�YLFH�YHUVD��,W�VHHPHG�WR�VXJJHVW�WKDW�D�JRYHUQPHQW�FRXOG�FKRRVH�WR�FXW�XQHPSOR\PHQW�E\�WROHUDWLQJ�D�VOLJKWO\�KLJKHU�UDWH�RI�LQIODWLRQ��
3KLOOLSV�&XUYH�DQDO\VLV�KDV�KDUGO\� VWRRG�VWLOO� VLQFH� LWV�EHJLQQLQJ� LQ�������5DWKHU�LW�KDV�HYROYHG�XQGHU�WKH�SUHVVXUH�RI�HYHQWV�DQG�WKH�SURJUHVV�RI�HFRQRPLF� WKHRUL]LQJ�� LQFRUSRUDWLQJ� DW� HDFK� VWDJH� VXFK� QHZ� HOHPHQWV� DV� WKH�QDWXUDO� UDWH� K\SRWKHVLV�� WKH� DGDSWLYH� H[SHFWDWLRQV� K\SRWKHVLV�� (DFK� QHZ�HOHPHQW� H[SDQGHG� LWV� H[SODQDWRU\� SRZHU��%XW� E\� WKH� ODWH� ����V� WKDW� KDSS\�UHODWLRQVKLS�ZDV�EUHDNLQJ�GRZQ�� DOWKRXJK�D� JRRG�GHDO�RI� HPSLULFDO� VXSSRUW�ZDV� LGHQWLILHG� IRU� WKH� 3KLOOLSV� &XUYH� UHODWLRQ� LQ� PLG�����V�� 7KH� 3KLOOLSV�&XUYH� VHHPHG� WR� VKLIW� XSZDUGV� RYHU� WLPH�� VR� WKDW� D� SDUWLFXODU� OHYHO� RI�XQHPSOR\PHQW�FRUUHVSRQGHG�WR�HYHU�KLJKHU� LQIODWLRQ�UDWHV�� ,Q�8.�DQG�RWKHU�GHYHORSHG�HFRQRPLHV�XQHPSOR\PHQW�DQG�LQIODWLRQ�ZHUH�VHHQ�WR�EH�LQFUHDVLQJ�VLPXOWDQHRXVO\��
3KLOOLSV� &XUYH� FULWLFL]HG� E\� PRVW� HFRQRPLVWV� LQ� VRPH� DVSHFWV�� $V�)ULHGPDQ� ������� DUJXHG� WKDW� LQ� WKH� VKRUW�UXQ� WKHUH� PD\� EH� D� WUDGH�RII�EHWZHHQ� WKH� LQIODWLRQ�DQG�XQHPSOR\PHQW�UDWH��/LSVH\��������DSSUDLVHG� LW� LQ�DVSHFW�RI�GDWD�DQG�HFRQRPHWULF�PRGHO��,Q�WKH�VKRUW�UXQ�WUDGH�RII�EHWZHHQ�WKH�LQIODWLRQ� DQG� XQHPSOR\PHQW� UDWH� LV� D� WHPSRUDU\� SDUW� RI� WKH� DGMXVWPHQW�SURFHVV�RI�WKH�H[SHFWDWLRQV�WR�WKH�UHDOLW\��+RZHYHU��LQ�WKH�ORQJ�UXQ��WKHUH�LV�QR� WUDGH�RII�EHWZHHQ� WKHP��)ULHGPDQ� VD\V� WKDW�PRQHWDU\�SROLF\� FDQQRW�SHJ�WKH� UDWH� RI� XQHPSOR\PHQW� IRU� PRUH� WKDQ� YHU\� OLPLWHG� SHULRGV� �)ULHGPDQ��������S����
$OVR�QDWXUDO� UDWH�RI�XQHPSOR\PHQW�DQG� UHDO�ZDJH�ZHUH�GHILQHG�E\�)ULHGPDQ� DQG� RWKHU� HFRQRPLVWV�� WKH\� VXJJHVW� WKDW� WKH� RQO\� ORQJ�UXQ�HTXLOLEULXP�SRVLWLRQ�LV�DW�WKH�OHYHO�RI�QDWXUDO�UDWH�RI�XQHPSOR\PHQW��
3KLOOLSV� &XUYH� FRQWDLQV� D� EDVLF� GHIHFW�� WKH� IDLOXUH� WR� GLVWLQJXLVK�EHWZHHQ�QRPLQDO�DQG�UHDO�ZDJHV��)RU�H[DPSOH�ZKHQ�WKH�PRQHWDU\�DXWKRULW\�WULHV�WR�SHJ�WKH�PDUNHW�UDWH�RI�XQHPSOR\PHQW�DW�D�OHYHO�EHORZ�WKH�QDWXUDO�UDWH��
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LI� WKH� DXWKRULW\� LQFUHDVHV� WKH� UDWH� RI� PRQHWDU\� JURZWK�� WKLV� ZLOO� EH�H[SDQVLRQDU\��,QLWLDO�HIIHFWV�DUH�WKDW�PXFK�RU�PRVW�RI�WKH�ULVH�LQ�LQFRPH�ZLOO�WDNH�WKH�IRUP�RI�DQ�LQFUHDVH� LQ�RXWSXW�DQG�HPSOR\PHQW�UDWKHU�WKDQ�LQ�SULFH��%XW�HYHQ�WKRXJK�WKH�KLJKHU�UDWH�RI�PRQHWDU\�JURZWK�FRQWLQXHV��WKH�ULVH�LQ�UHDO�ZDJHV�ZLOO�UHVHUYH�WKH�GHFOLQH�LQ�XQHPSOR\PHQW�DQG�WKHQ�OHDG�WR�D�ULVH�ZKLFK�ZLOO�WHQG�WR�UHWXUQ�XQHPSOR\PHQW�WR�LWV�IRUPHU�OHYHO��+HQFH�LQ�RUGHU�WR�NHHS�XQHPSOR\PHQW�DW�OHYHO�EHORZ�QDWXUDO�UDWH��WKH�PRQHWDU\�DXWKRULW\�ZRXOG�KDYH�WR� UDLVH�PRQHWDU\�JURZWK� VWLOO�PRUH��7KXV�� WKH�RQO\�ZD\� WKH�XQHPSOR\PHQW�FDQ�EH�UHGXFHG�EHORZ�WKH�QDWXUDO�UDWH�LV�RQO\�E\�PRUH�LQIODWLRQ�ZKLFK�LPSOLHV�DFFHOHUDWLQJ�LQIODWLRQ��
�
��� 7+(�($5/<�3+,//,36�&859(�
7KH�3KLOOLSV�&XUYH�EHJDQ�DV�WKH�UHVXOW�RI�DQ�HPSLULFDO�LQYHVWLJDWLRQ�RI� 8.� ZDJH� EHKDYLRXU� E\� 3KLOOLSV� ������� ZDV� H[WHQGHG� DQG� SXW� LQWR� D�WKHRUHWLFDO� GLVHTXLOLEULXP� FRQWH[W� E\�/LSVH\� ������� DQG�ZDV� DSSOLHG� WR� WKH�86�DQG�VHW�LQ�D�SROLF\�FRQWH[W�E\�6DPXHOVRQ�DQG�6RORZ���������
$V�D�VLPSO\�3KLOOLSV�&XUYH�LV�D�JUDSK�ILUVW�GHYLVHG�E\�$��:��3KLOOLSV�VKRZLQJ� WKH� WUDGH�RII� EHWZHHQ� XQHPSOR\PHQW� DQG� LQIODWLRQ�� LQ� PRGHUQ�PDLQVWUHDP�PDFURHFRQRPLFV��WKH�GRZQZDUG�VORSLQJ�WUDGH�RII��3KLOOLSV�&XUYH�LV�JHQHUDOO\�KHOG�WR�EH�YDOLG�RQO\�LQ�WKH�VKRUW�UXQ��,Q�WKH�ORQJ�UXQ��WKH�3KLOOLSV�&XUYH�LV�XVXDOO\�WKRXJKW�WR�EH�YHUWLFDO�DW�WKH�QDWXUDO�UDWH�RI�XQHPSOR\PHQW��
3URIHVVRU� 3KLOOLSV� KDV� DGYDQFHG� WKH� K\SRWKHVLV� WKDW� WKH� SHUFHQWDJH�UDWH�RI�FKDQJH�RI�PRQH\�ZDJH�UDWHV�LQ�WKH�8.�:��FDQ�EH�H[SODLQHG�WR�D�YHU\�ODUJH�H[WHQW�E\��L��WKH�SHUFHQWDJH�RI�WKH�ODERU�IRUFH�HPSOR\HG��8��DQG�LL��WKH�UDWH�RI�FKDQJH�RI�XQHPSOR\PHQW��h���7KH�SULQFLSOH�RI�WKLV�K\SRWKHVLV�LV�WKDW�ZKHQ�WKH�GHPDQG�IRU�JRRG�DQG�VHUYLFH�LV�KLJK��UHODWLYHO\�WR�WKH�VXSSO\�RI�LW��ZH� H[SHFW� WKH� SULFH� WR� UDLVH�� WKH� UDWH� RI� ULVH� EHLQJ� JUHDWHU� WKH� JUHDWHU� WKH�H[FHVV�GHPDQG��&RQYHUVHO\�ZKHQ�WKH�GHPDQG�LV�ORZ�UHODWLYHO\�WR�WKH�VXSSO\�ZH� H[SHFW� WKH� SULFH� WR� IDOO�� WKH� UDWH� RI� IDOO� EHLQJ� JUHDWHU� WKH� JUHDWHU� WKH�GHILFLHQF\�RI�GHPDQG��3KLOOLSV��������S�������
7KLV�SULQFLSOH�RSHUDWHV�DV�RQH�DW�WKH�IDFWRUV�GHWHUPLQLQJ�WKH�UDWH�RI�FKDQJH�RI�PRQH\�ZDJH� UDWHV��ZKLFK�DUH� WKH�SULFH�RI� ODERU� VHUYLFHV��6HFRQG�IDFWRU�LQIOXHQFLQJ�WKH�UDWH�RI�FKDQJH�RI�PRQH\�ZDJH�UDWHV�PLJKW�EH�WKH�UDWH�RI�FKDQJH� RI� WKH� GHPDQG� IRU� ODERU� DQG� VR� RI� XQHPSOR\PHQW�� $� WKLUG� IDFWRU�ZKLFK�PD\�DIIHFW�WKH�UDWHV�RI�FKDQJH�RI�UHWDLO�SULFHV�RSHUDWLQJ�WKURXJK�FRVW�RI�OLYLQJ�DGMXVWPHQWV�LQ�ZDJH�UDWHV��
7KH� 3KLOOLSV�&XUYH� DV� VKRZQ� DV� LQ� ILJXUH� �� HVWDEOLVKHG� D� QHJDWLYH�UHODWLRQVKLS� EHWZHHQ� WKH� UDWH� RI� FKDQJH� RI� ZDJH� UDWHV� DQG� WKH� SHUFHQWDJH�XQHPSOR\PHQW�IRU�WKH�\HDUV������������
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5DWH�RI�FKDQJH�RI�PRQH\�ZDJH�UDWHV����SHU�\HDU�
�

8QHPSOR\PHQW����
�

3KLOOLSV�GLYLGHG� WKH�ZKROH�SHULRGV� LQWR�WKUHH� VWDJHV� ZKLFK� DUH� ����������� ����������� ����������� WR� VHH� ZKHWKHU�VWDWLVWLFDO�HYLGHQFH�VXSSRUWV�WKH�K\SRWKHVLV�WKDW�WKH�UDWH�RI�FKDQJH�RI�PRQH\�� ZDJH� UDWHV� LQ� WKH� 8.� FDQ� EH� H[SODLQHG� E\� WKH� OHYHO� RI�XQHPSOR\PHQW�DQG�WKH�UDWH�RI�FKDQJH�RI�XQHPSOR\PHQW��3KLOOLSV���������
3KLOOLSV� JLYHV� VRPH� VWDWLVWLFDO� HYLGHQFH� WR�VXSSRUW� KLV� K\SRWKHVLV� WKDW� WKH� UDWH� RI� FKDQJH� RI�PRQH\�ZDJH� UDWHV� FDQ� EH�H[SODLQHG� E\� WKH� OHYHO� RI� XQHPSOR\PHQW� DQG� WKH� UDWH� RI� FKDQJH� RI�XQHPSOR\PHQW��H[FHSW� LQ�RU� LPPHGLDWHO\�DIWHU� WKRVH�\HDUV� LQ�ZKLFK� WKHUH� LV�VXIILFLHQWO\� UDSLG� ULVH� LQ� LPSRUW�SULFHV� WR�RIIVHW� WKH� WHQGHQF\� IRU� LQFUHDVLQJ�SURGXFWLYLW\�WR�UHGXFH�WKH�FRVW�RI�OLYLQJ��

�
��� 3+,//,36¶�&2175,%87,21�

3KLOOLSV� GLG� QRW� GHVFULEH� WKH�FRQVWUXFWLRQ�RI� WKH�FXUYH�ZKLFK� LV�FDOOHG�ZLWK�KLV�QDPH�XQWLO�������7KRXJK�KH� KDG� XVHG� WKH� VDPH� UHODWLRQVKLS� EHWZHHQ� LQIODWLRQ� DQG� XQHPSOR\PHQW�ZLWKRXW�GLVFXVVLRQ�LQ�KLV�HDUOLHU�ZRUN�RQ�WKH�VWDELOLVDWLRQ�RI�G\QDPLF�V\VWHP��PRVW� HFRQRPLVWV� VXFK� DV� )LVKHU� �������� 7LPEHUJHQ� �������� .OHLQ� DQG�*ROGEHUJHU���������%URZQ���������ZRUNHG�RQ�WKLV�UHODWLRQVKLS��$OVR�'XQORS��������KDG�UHMHFWHG�WKH�GHSHQGHQFH�RI�ZDJH�LQIODWLRQ�RQ�XQHPSOR\PHQW�ORQJ�EHIRUH� 3KLOOLSV¶� DUWLFOH� KDG� EHHQ� ZULWWHQ�� +HQFH�� 3KLOOLSV�PLJKW� KDYH� QHYHU�
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ZULWWHQ�KLV�DUWLFOH�LQ������ZKLFK�SURYLGHG�VWDWLVWLFDO�VXSSRUW�IRU�WKH�H[LVWLQJ�RI�D�VWDEOH�WUDGH�RII�EHWZHHQ�WKH�UDWH�RI�FKDQJH�RI�PRQH\�ZDJH�DQG�WKH�OHYHO�RI� XQHPSOR\PHQW�� LI� KH� KDG� PDGH� HYHQ� D� WHQWDWLYH� IRUD\� LQWR� WKH� DOUHDG\�H[WHQVLYH�OLWHUDWXUH���6XPPHU���������
%XW� DOWKRXJK� PDQ\� RI� 3KLOOLSV¶� VXEVLGLDU\�K\SRWKHVHV� DUH� UHMHFWHG�� WKH� GDWD� DUH� VKRZQ� WR� VXSSRUW� 3KLOOLSV¶� PDLQ�FRQWHQWLRQ�WKDW�WKHUH�LV�D�VLJQLILFDQW�UHODWLRQVKLS�EHWZHHQ�WKH�UDWH�RI�FKDQJH�RI�PRQH\�ZDJH�UDWHV�DQG�WKH� OHYHO�DQG�WKH�UDWH�RI�FKDQJH�RI�XQHPSOR\PHQW��/LSVH\���������7KH�WKHRUHWLFDO�IRXQGDWLRQ�RI�3KLOOLSV�&XUYH�ZDV�VLPSO\�WKH�K\SRWKHVLV� WKDW� WKH� SULFH� RI� D� FRPPRGLW\� FKDQJHV� DW� UDWH� GHWHUPLQHG� E\�H[FHVV�GHPDQG�IRU�LW��7KH�ODERU�PDUNHW�ZDV�VHOHFWHG�IRU�DQDO\VLV�EHFDXVH�WKH�XQHPSOR\PHQW�UDWH�LV�D�UHDGLO\�REVHUYDEOH�SUR[\�IRU�H[FHVV�GHPDQG��EXW�WKLV�UHODWLRQVKLS�ZDV�FDVXDOO\�DVVHUWHG�ZLWKRXW�HODERUDWLRQ��

�
��� 7+(25,7,&$/�81'(53,11,1*� �(;&(66�'(0$1'�

7KH� WKHRUHWLFDO� IRXQGDWLRQV� RI� 3KLOOLSV�&XUYH� ZHUH� UDWKHU� VNHWFK\�� %XW� /LSVH\� ������� GHYHORSHG� LWV� WKHRUHWLFDO�H[SODQDWLRQ� RI� WKH� LQYHUVH� UHODWLRQVKLS�� 3KLOOLSV¶� RZQ� H[SODQDWLRQ� LV� WKDW�JLYHQ�D�VWDEOH�UDWH�RI�FKDQJH�RI�ODERU�SURGXFWLYLW\�DQG�WKH�DEVHQFH�RI�VL]DEOH�LPSRUW� SULFH� IOXFWXDWLRQV�� PRQH\� ZDJHV� UDLVH� PRUH� UDSLGO\� WKH� JUHDWHU� WKH�DPRXQW� RI� H[FHVV� GHPDQG� LQ� WKH� ODERU� PDUNHW�� /LSVH\� ZKR� DWWHPSWV� WR�H[SODLQ� ZLWK� 3KLOOLSV� ZK\� WKH� 3KLOOLSV� &XUYH� VKRXOG� KDYH� D� QHJDWLYH� VORSH�FRQFHQWUDWHG�RQ�WKH�OHYHO�RI�H[FHVV�GHPDQG�LQ�WKH�ODERU�PDUNHW�DW�DQ\�WLPH��
7KH� XVXDO� DUJXPHQW� PHUHO\� VWDWHV� WKDW�ZKHQ�WKHUH�LV�H[FHVV�GHPDQG�DV�VKRZQ�LQ�ILJXUH����ZDJH�UDWH�ZLOO�ULVH��ZKLOH�ZKHQ�WKHUH�LV�H[FHVV�VXSSO\��ZDJH�UDWHV�ZLOO�IDOO��
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1RWKLQJ� LV� VDLG� DERXW� WKH� VSHHG� DW�ZKLFK�WKH�DGMXVWPHQW�WDNHV�SODFH��7KH�FRPPRQO\�DFFHSWHG�ODZ�RI�GHPDQG�RQ�VXSSO\�VWDWHV�WKDW�WKH�UDWH�RI�SULFH�FKDQJH�LV�SURSRUWLRQDO�WR�H[FHVV�GHPDQG��7KXV�/LSVH\�H[SUHVVHV�WKH�ODERU�PDUNHW�G\QDPLFV�DV�Z� � ��G�V���V���ZKHUH�Z HTXDOV�WR�WKH�UDWH�RI�FKDQJH�LQ�WKH�PRQH\�ZDJH��G�DQG�V�DUH�WKH�GHPDQG�DQG�VXSSO\� IRU� ODERU� UHVSHFWLYHO\� DQG� ! �� LV� WKH� DGMXVWPHQW� SDUDPHWHU�� 7KLV�UHODWLRQVKLS�ZKLFK�VD\V�WKDW�WKH�VSHHG�DW�ZKLFK�ZDJHV�FKDQJH�GHSHQGV�RQ�WKH�H[FHVV� GHPDQG� DV� D� SURSRUWLRQ� RI� WKH� ODERU� IRUFH� PLJKW� EH� QRQ�OLQHDU��LQGLFDWLQJ� WKDW� Z� LQFUHDVHG� DW� HLWKHU� DQ� LQFUHDVLQJ� RU� D� GHFUHDVLQJ� UDWH� DV�H[FHVV� GHPDQG� LQFUHDVHG�� /LSVH\� QRWHV� GDWD� RQ� H[FHVV� GHPDQG� DUH�XQDYDLODEOH��UHTXLULQJ�WKH�XVH�RI�SUR[\��
+LJKHU� OHYHOV� RI� H[FHVV� GHPDQG� DUH�DVVRFLDWHG� ZLWK� IDVWHU� UDWHV� RI� FKDQJH� RI� PRQH\� ZDJH� UDWHV�� 7KXV�� H[FHVV�GHPDQG�LQ�ODERU�PDUNHW�ZLOO�EH�VLJQDOOHG�E\�D�IDOO�LQ�XQHPSOR\PHQW�UDWH�DQG�ZLOO�SXVK�XS� WKH� UDWH�RI� LQFUHDVH� LQ�PRQH\�ZDJH�ZKLFK� LQ� WXUQ�SXVK�XS� WKH�UDWH�RI�SULFH�LQIODWLRQ��

:KHQ� ODERU� VXSSO\� HTXDOV� GHPDQG�� WKH�HPSOR\PHQW�UDWH�ZLOO�EH�SRVLWLYH�ZLWK�IULFWLRQDO�DQG�VWUXFWXUDO�XQHPSOR\PHQW�DW� QRQ�]HUR� OHYHOV�� ZKHQ� GHPDQG� H[FHHGV� VXSSO\�� WKH� XQHPSOR\PHQW� UDWH�IDOOV�DQG�ZKHQ� VXSSO\�H[FHHGV�GHPDQG�� WKH�XQHPSOR\PHQW� UDWHV� ULVH��7KXV��XQHPSOR\PHQW� VKRXOG� EH� QHJDWLYHO\� UHODWHG� WR� Z�� LW� PXVW� EH� WUXH� WKDW� WKH�XQHPSOR\PHQW�UDWH�LV�QHJDWLYHO\�UHODWHG�WR�Z��7KXV��WKLV�H[SODQDWLRQ�JLYHQ�E\�/LSVH\�VXSSRUWV�WKDW�WKH�3KLOOLSV�&XUYH�KDV�D�QHJDWLYH�VORSH��
�
��� (;3(&7$7,21�±�$8*0(17('�

7KH�RULJLQDO�3KLOOLSV�&XUYH� HTXDWLRQ� JDYH�ZD\�WR� WKH� H[SHFWDWLRQ�DXJPHQWHG� YHUVLRQ� LQ� WKH� ODWH� ����V�� 7KH� HFRQRPLFV�SURIHVVLRQ�ZDV�VORZ�WR�DSSUHFLDWH� WKH� LPSOLFDWLRQV�RI�HOHPHQWDU\� WKHRU\� IRU�WKH�3KLOOLSV�&XUYH��6KRUWO\�EHIRUH�WKH�FROODSVH�RI�WKH�RULJLQDO�3KLOOLSV�&XUYH�DQG� RI� LWV� UHODWLYH� EHFDPH� DSSDUHQW�� 3KHOSV� ������� DQG� )ULHGPDQ� �������������LQGHSHQGHQWO\�UHVROYHG�WKH�3KLOOLSV�&XUYH�WUDGH�RII��
)ULHGPDQ� ZDV� WKH� ILUVW� WR� VWDWH� FOHDUO\� WKDW�³7KHUH�LV�QR�ORQJ�UXQ�WUDGH�RII�EHWZHHQ�LQIODWLRQ�DQG�XQHPSOR\PHQW�´�)LJXUH�� VKRZV� WKDW� WKH�3KLOOLSV�&XUYH�KDV�QRW�EHHQ�D� VWDEOH� UHODWLRQVKLS��RYHU� WKH�ODVW� ILIWHHQ� \HDUV�� LQIODWLRQ� DQG� XQHPSOR\PHQW� KDYH� ERWK� VKRZQ� D� PDUNHW�VHFXODU� LQFUHDVH��$OVR� DOWKRXJK� WKH� OHYHO�RI� LQIODWLRQ� DQG� XQHPSOR\PHQW�RI�VRPH�LQGXVWULDOLVHG�HFRQRPLHV�KDYH�UHPDLQHG�EHORZ�%ULWLVK�UDWHV��WKH\�KDYH�GLVSOD\HG�D�VLPLODU�WHQGHQF\��

�
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)LJXUH����7KH�3KLOOLSV�&XUYH�5HODWLRQ�LQ�WKH�8.����������
� 5DWH�RI��&KDQJH�RI�WKH�5HWDLO�3ULFH�/HYHO�
� [���
�

[��� [��� � [���
� [���
� [���[��� ���[������[����������[���
[�����[�����[����[��� � � ���[��� [���
�

8QHPSOR\PHQW���
� 3KLOOLSV�&XUYH��
� IRU�����������
�

)ULHGPDQ� DQG� 3KHOSV� GHQLHG� WKH�H[LVWHQFH�RI�D�SHUPDQHQW�WUDGH�RII�EHWZHHQ�LQIODWLRQ�DQG�XQHPSOR\PHQW�ZLWK�QHZ�WKHRUHWLFDO�ZRUN�DQG�DUJXHG�WKDW�3KLOOLSV�&XUYH�GLG�QRW�UHSUHVHQW�D�VWDEOH�ORQJ�UXQ�UHODWLRQVKLS�WKDW�FRXOG�EH�XVHG�E\�SROLF\�PDNHUV��
)ULHGPDQ¶V�ODERU�PDUNHW�DQDO\VLV�LV�WKDW�ERWK� WKH�GHPDQG� IRU� DQG� VXSSO\�RI� ODERU�GHSHQGHG�RQ� WKH� UHDO�ZDJH� UDWKHU�WKDQ� RQ� WKH� QRPLQDO� ZDJH�� 6LQFH� WKH� QRPLQDO� ZDJH� ZDV� HYDOXDWHG� E\�HPSOR\HUV�LQ�WHUPV�RI�WKH�FXUUHQW�DFWXDO�SURGXFW�SULFH�DQG�E\�ZRUNHUV�LQ�WHUP�RI� WKH� H[SHFWHG� DYHUDJH� FRQVXPHU� SULFH� OHYHO�� HPSOR\PHQW� FRXOG� LQFUHDVH�RQO\� DV� ORQJ� DV� WKH� H[SHFWHG� SULFH� OHYHO� ODJJHG� EHKLQG� WKH� DFWXDO� OHYHO�� ,Q�HTXLOLEULXP� WKH� H[SHFWHG� DQG� DFWXDO� SULFH� OHYHO� ZHUH� HTXDO� DQG� VR� LQ�HTXLOLEULXP� RQO\� RQH� OHYHO� RI� HPSOR\PHQW� UDWH� DV� WKH� QDWXUDO� UDWH� RI�XQHPSOR\PHQW��*RUGRQ���������

� 7KH�HVVHQFH�RI�)ULHGPDQ¶V�DQDO\VLV�LV�D�PRGLILFDWLRQ�RI�Z� �I�X����SH�
7KLV�EHFRPHV��
Z  �I��8����3H � ZKHUH�3H LV�WKH�H[SHFWHG�UDWH�RI�FKDQJH�RI�SULFH��

:KHQ� WKH� DFWXDO� DQG� H[SHFWHG� UDWHV� RI�SULFH� FKDQJH� DUH� ]HUR�� XQLW� ODERU� FRVWV� DUH� FRQVWDQW� DQG� QRPLQDO� DQG� UHDO�ZDJH� DUH� LQFUHDVLQJ� DW� WKH� UDWH� RI� SURGXFWLYLW\� JURZWK� �T��� ,I� WKHUH� LV� D�GHPDQG� H[SDQVLRQ� ZKLFK� UHGXFHV� XQHPSOR\PHQW� DQG� LQFUHDVHV� WKH� UDWH� RI�ZDJH�LQIODWLRQ��WKH�HFRQRP\�PRYH�IURP�SRLQW�$�WR�%�DV�ZDJHV�ULVH�DV�VKRZQ�LQ�ILJXUH����6R�SULFH�ZLOO�VWDUW�WR�ULVH�DV�UHVXOW�RI�XQLW�ODERU�FRVW�LV�QR�ORQJHU�FRQVWDQW��
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:LWK� SULFHV� ULVLQJ� �DW� UDWH� [�T�� WKH�H[SHFWDWLRQV�RI�SULFH�VWDELOLW\�HPERGLHG�LQ�WKH�VKRUW�UXQ�3KLOOLSV�&XUYH�PXVW�VRRQHU�RU�ODWHU�EH�UHYLVHG��:KHQ�WKH�H[SHFWDWLRQV�KDYH�DGMXVWHG�IXOO\�WR�WKLV�H[SHULHQFH� RI� LQIODWLRQ�� WKH� UHOHYDQW� 3KLOOLSV� &XUYH�ZLOO� EH� XSZDUGV� E\� WKH�FKDQJH� LQ� WKH� H[SHFWHG� LQIODWLRQ� DUWH��:KHQ� WKH� XQHPSOR\PHQW� UDWH� EHORZ�8R��ZDJHV�ZLOO�ULVH�DW�D�UDWH�LQ�H[FHVV�RI�[�SHUFHQW�DQG�SURFHVV�RI�DGMXVWPHQW�WR�FKDQJHG�H[SHULHQFH�ZLOO�EH�UHSHDWHG��7KH�3KLOOLSV�&XUYH�ZLOO�FRQWLQXH� WR�VKLIW�YHUWLFDOO\�XSZDUGV�DV� ORJ�DV�XQHPSOR\PHQW�UHPDLQV�EHORZ�8R�DQG�WKH�DFWXDO� LQIODWLRQ� UDWH� ZLOO� FRQWLQXH� WR� LQFUHDVH�� GURSSLQJ� WKH� DQWLFLSDWHG� UDWH�XSZDUGV�ZLWK�LW��
7KH�DQDO\VLV�RI�WKH�3KLOOLSV�&XUYH�ZLWK�LQIODWLRQDU\� H[SHFWDWLRQV� VXJJHVW� WKDW� XQGHU� WKH� DVVXPSWLRQV� WKDW� WKH� SULFHV�DUH�VHW�DV�D�PDUN�XS�RQ�ZDJHV�DQG�WKDW�SURGXFWLYLW\�FKDQJH�LV�]HUR�DQG�WKHUH�LV�PRQH\�LOOXVLRQ��
([SHFWDWLRQV�DXJPHQWHG�3KLOOLSV�&XUYH�LV�VKRZQ�DV�WKH�IROORZLQJ�E\�DGGLQJ�H[SHFWDWLRQV�RI�LQIODWLRQ�WR�WKH�3KLOOLSV�&XUYH��

:  �I��8���� 3H � 3� �(��3¶��3��
,Q�WKH�)ULHGPDQ�3KHOSV�DQDO\VLV�RI�WKH�ORQJ�UXQ��GHILQHG� DV� WKH� SHULRG� RYHU� ZKLFK� H[SHFWDWLRQV� DUH� IXOILOOHG�� WKH� DEVHQFH� RI�PRQH\�LOOXVLRQ�LPSOLHV�  ���LQ�ZKLFK�JLYHQ�DUWH�RI�XQHPSOR\PHQW��ZRUNHUV�FRPSOHWHO\�DGMXVW�WKHLU�PRQH\�ZDJH�WR�FRPSHQVDWH�IRU�H[SHFWHG�LQIODWLRQ�DQG�VR� WKHUH� LV� QR�SRVVLELOLW\�RI� WUDGLQJ�RII� XQHPSOR\PHQW� DJDLQVW� LQIODWLRQ��$V�ORQJ�DV�WKH�HYLGHQFH�FRQWLQXHV�WR�VKRZ���� ���ZKLFK�LPSOLHV�WKDW�ZRUNHUV�RQO\�SDUWLDOO\�DGMXVW�WKHLU�PRQH\�ZDJH��DJJUHJDWH�GHPDQG�FDQ�EH�PDQDJHG�VR�DV�WR�PDLQWDLQ�WKH�DXWKRULWLHV�SUHIHUUHG�SRVLWLRQ�RQ�WKH�VWHHS��EXW�QRW�YHUWLFDO�ORQJ�UXQ� WUDGH�RII�� 7KH� RULJLQDO� 3KLOOLSV� &XUYH� UHODWLRQVKLS� GLG� QRW� FRQWDLQ�WKH� 3 WHUP��VLQFH�LW�ZDV�EDVHG�RQ�WKH�LPSOLFLW�DVVXPSWLRQ�RI�D�]HUR�H[SHFWHG�UDWH�RI�LQIODWLRQ��

�
��� 7+(�1$785$/�5$7(�2)�81(03/2<0(17�

8QHPSOR\PHQW�LV�WKH�VWDWH�RI�VHDUFKLQJ�IRU�D�MRE�ZKLOH�QRW�KDYLQJ�RQH��8QHPSOR\PHQW�DOZD\V�LV�SRVLWLYH�EHFDXVH�RI�PDUNHW� IULFWLRQV� DQG� VWUXFWXUDO� FKDQJH�� 7KHUH� ZLOO� EH� XQHPSOR\PHQW� HYHQ�ZKHQ� HFRQRP\� LV� LQ� JHQHUDO� HTXLOLEULXP�� GHILQHG� DV� WKH� DEVHQFH� RI� H[FHVV�GHPDQG� LQ� HDFK� PDUNHW� RU� DV� WKH� UHDOL]DWLRQ� RI� DOO� H[SHFWDWLRQV�� 7KH�HTXLOLEULXP� UDWH� RI� XQHPSOR\PHQW�� FRPPRQO\� FDOOHG� WKH� QDWXUDO� UDWH� LV�GHWHUPLQHG� E\� UHDO� SKHQRPHQD� VXFK� DV� PDUNHW� IULFWLRQV�� UHDO� LQFRPH�� WD[�UDWHV�DQG�XQHPSOR\PHQW�FRPSHQVDWLRQ��
7KH�IXQGDPHQWDO�LGHD�RI�WKH�QDWXUDO�UDWH�K\SRWKHVLV� LV� WKDW� WKH� QDWXUDO� UDWH� RI� XQHPSOR\PHQW� LV� D� UHDO� SKHQRPHQD�GHWHUPLQHG� E\� RWKHU� UHDO� SKHQRPHQD�� 3XUHO\� QRPLQDO� IRUFHV� VXFK� DV�DQWLFLSDWHG� LQIODWLRQ� FDQ� QRW� FKDQJH� WKH� QDWXUDO� UDWH�� 7KH� LPSOLFDWLRQ� IRU�3KLOOLSV�&XUYH�DQDO\VLV�LV�PRVW�VWULNLQJ��$FFRUGLQJ�WR�QDWXUDO�UDWH�K\SRWKHVLV��
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WKHUH�LV�QR�ORQJ�UXQ�WUDGH�RII�EHWZHHQ�LQIODWLRQ�DQG�XQHPSOR\PHQW�VLQFH�UHDO�HFRQRPLF� YDULDEOHV� WHQG� WR� EH� LQGHSHQGHQW� RI� QRPLQDO� RQHV� LQ� VWHDG\�VWDWH�HTXLOLEULXP�� 7UDGH�RIIV� PD\� H[LVW� LQ� WKH� VKRUW�UXQ�� ,Q� WKH� ORQJ�UXQ� ZKHQ�LQIODWLRQDU\�VXUSULVHV�GLVDSSHDU�DQG�H[SHFWDWLRQV�DUH�UHDOL]HG�VXFK�WKDW�ZDJHV�UH�HVWDEOLVK� WKHLU� SUH�H[LVWLQJ� OHYHOV� UHODWLYH� WR� SURGXFW� SULFHV��8QHPSOR\PHQW�UHWXUQV�WR�LWV�QDWXUDO�HTXLOLEULXP�UDWH��7KLV�UDWH�LV�FRPSDWLEOH�ZLWK� DOO� IXOO\� DQWLFLSDWHG� VWHDG\�VWDWH� UDWHV� RI� LQIODWLRQ�� LPSO\LQJ� WKDW� WKH�ORQJ�UXQ�3KLOOLSV�&XUYH�LV�D�YHUWLFDO�OLQH�DW�WKH�QDWXUDO�UDWH�RI�XQHPSOR\PHQW�
3 ±� 3H  D� �� 81 ± 8� �� VWDWHV� WKDW� WKH�WUDGH�RII� LV�EHWZHHQ�XQH[SHFWHG� LQIODWLRQ�DQG�XQHPSOR\PHQW��7KLV�HTXDWLRQ�VKRZV� WKDW� LQIODWLRQ�XQHPSOR\PHQW� WUDGH�RII� FDQQRW� H[LVW� ZKHQ� LQIODWLRQ� LV�IXOO\�DQWLFLSDWHG��
)ULHGPDQ� ������� SURFHHGHG� WR� DUJXH�WKDW� WKH� H[SHFWDWLRQV�DXJPHQWHG� 3KLOOLSV� &XUYH� ZRXOG� VKLIW� LQ� VXFK� D� ZD\�WKDW� LQ� WKH� ORQJ�UXQ� D� KLJKHU� UDWH� RI� LQIODWLRQ�ZRXOG� UHVXOW� LQ� QR� FKDQJH� LQ�XQHPSOR\PHQW�� 7KLV� DUJXPHQW� LV� LOOXVWUDWHG� LQ� ILJXUH� �� �/HYDFLF�� ������S�������

� )LJXUH����7KH�([SHFWDWLRQV�$XJPHQWHG�3KLOOLSV�&XUYH�
5DWH�RI�FKDQJH�RI�PRQH\�ZDJH�� / /RQJ�UXQ�3KLOOLSV�&XUYH������� � � &��

����� � $� %� � � 3&��FKDQJH�RI�3H �����XQHPSOR\PHQW� 8��������8� � ������3&��FKDQJH�RI�3H� ������� 3&��FKDQJH�RI�3H� ���
�

6XSSRVH�WKH�HFRQRP\�LV�LQLWLDOO\�DW�WKH�UDWH� RI� XQHPSOR\PHQW�8� ZLWK� ]HUR� LQIODWLRQ� DQG� FRQVWDQW� UHDO� DQG�PRQH\�ZDJHV��:H�DUH�VLPSOLI\LQJ�E\�DVVXPLQJ�QR�JURZWK�LQ�ODERU�SURGXFWLYLW\��7KH�VKRUW�UXQ�3KLOOLSV�&XUYH�IRU�D�]HUR�UDWH�RI�H[SHFWHG�LQIODWLRQ�LV�3FR��6XSSRVH�WKH� PRQHWDU\� DXWKRULW\� RU� JRYHUQPHQW� ZKLFK� KDV� EHHQ� WROG� WKDW� WKHUH� LV� D�WUDGH�RII�EHWZHHQ�XQHPSOR\PHQW�DQG� LQIODWLRQ�UDLVHV� WKH� UDWH�RI� LQIODWLRQ� WR���� E\� H[SDQVLRQDU\� SROLFLHV� ZKLFK� LQFUHDVH� WKH� PRQH\� VXSSO\�� $Q�H[SDQVLRQDU\�GHPDQG�SROLF\�WR�NHHS�WKH�HFRQRP\�DW�SRLQW�$�RI�WKH�VKRUW�UXQ�3KLOOLSV� &XUYH� 3&R� ZLOO� OHDG� WR� DQ� LQFUHDVH� LQ� WKH� GHPDQG� IRU� JRRGV� DQG�VHUYLFHV� WKHQ� HPSOR\HUV� DQWLFLSDWLQJ� KLJKHU� SULFHV� IRU� WKHLU� JRRGV�� LQFUHDVH�WKHLU� GHPDQG� IRU� ODERU�� 7KLV� H[FHVV� GHPDQG� IRU� ODERU� FDXVHV� WKH� PRQH\�
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ZDJHV�WR�ULVH�E\�����XQHPSOR\HG�ZRUNHUV��LQWHUSUHW�WKLV�DV�DQ�LQFUHDVH�LQ�UHDO�ZDJH�EHFDXVH�RI�]HUR�LQIODWLRQ�H[SHFWDWLRQ��
$FFRUGLQJ�WR�WKH�VWDQGDUG�LQWHUSUHWDWLRQ�RI�WKH�3KLOOLSV�&XUYH�ZKLFK�LV�VWDWLF�LQ�QDWXUH�UDWH��WKH�HFRQRP\�ZRXOG�PRYH�DORQJ�FXUYH�3FR�XQWLO�XQHPSOR\PHQW� IHOO�8��DW�SRLQW�$�ZKHQ� WKH�HFRQRP\�ZRXOG� VWRS��7KXV� WKHUH�ZRXOG� EH�PRUH� LQIODWLRQ� DQG� OHVV� XQHPSOR\PHQW�� D�FOHDU�WUDGH�RII��

,Q� WKH� QHR�FODVVLFDO� LQWHUSUHWDWLRQ� RI� WKH� 3KLOOLSV� UHODWLRQVKLS�� WKLV�RFFXUV� RQO\� EHFDXVH� WKH� LQIODWLRQ� LV� XQDQWLFLSDWHG�� 6LQFH� GHPDQG� KDV�LQFUHDVHG�� ILUPV� VWDUW� UDLVLQJ�SULFHV�DQG�ELGGLQJ�XS� WKH�PRQH\�ZDJH� UDWH� WR�DWWUDFW�PRUH� ODERU�� EHFDXVH�ZRUNHUV� H[SHFWDWLRQV� RI� LQIODWLRQ� DUH� EHORZ� WKH�DFWXDO� UDWH� RI� LQIODWLRQ�� WKH\� WKLQN� WKDW� WKH� KLJKHU� PRQH\� ZDJH� QRZ� EHLQJ�RIIHUHG� PHDQV� WKDW� UHDO� ZDJHV� KDYH� ULVHQ�� 7KH� VXSSO\� RI� ODERU� WKHUHIRUH�LQFUHDVHV��
$FFRUGLQJ� WR� )ULHGPDQ¶V� G\QDPLF�YLHZ�� KRZHYHU�� DV� VRRQ� DV� LQIODWLRQ� EHJLQV� WR� ULVH�� SHRSOH� EHJLQ� DGMXVWLQJ�WKHLU� H[SHFWDWLRQ� RI� LW�� FDXVLQJ� WKH� 3KLOOLSV� &XUYH� WR� VKLIW� XSZDUG�� $V�H[SHFWDWLRQV� DGMXVW� WRZDUGV� WKH� DFWXDO� UDWH�RI� LQIODWLRQ��ZRUNHUV� UHDOLVH� WKDW�UHDO�ZDJHV�DUH�ORZHU�WKDQ�WKH\�KDG�DQWLFLSDWHG�DQG�WKHUHIRUH�UHTXLUH�D�PRUH�UDSLG� LQFUHDVH� LQ� WKH� PRQH\� ZDJH� UDWH� DQG� ZKHQ� WKLV� UHDOLVHG� WKH� QHZO\�HPSOR\HG� ZRUNHUV� ZLOO� QR� ORQJHU� WR� UHPDLQ� LQ� WKHLU� MREV�� 6R� WKDW�XQHPSOR\PHQW�ZLOO�ULVH�EDFN�WR�8��7KXV�WKH�HFRQRP\�ZRXOG�EHJLQ�PRYLQJ�RXW� DORQJ� WKH� LQLWLDO� 3KLOOLSV� &XUYH� 3FR�� EXW� DW� WKH� VDPH� WLPH� WKH� 3KLOOLSV�&XUYH�LWVHOI�ZRXOG�EHJLQ�VKLIWLQJ�XS�IURP�3FR�EHFDXVH�RI�WKH�H[SHFWHG�UDWH�RI�LQIODWLRQ�LV�ULVLQJ��
8OWLPDWHO\�� RQFH� LQIODWLRQ� KDV� UHDFKHG�LWV�ILQDO�OHYHO����DQG�H[SHFWHG�LQIODWLRQ�KDV�IXOO\�DGMXVWHG�WR�WKLV�QHZ�KLJKHU�UDWH� RI� LQIODWLRQ�� 8QHPSOR\PHQW� LV� EDFN� DW� LWV� QDWXUDO� UDWH� 8� DQG� WKH�HFRQRP\�LV�QRZ�DW�SRLQW�%��RQ�WKH�QHZ�VKRUW�UXQ�3KLOOLSV�&XUYH��3&��

7KH�LGHD�WKDW�WKHUH� LV�QR�ZD\�LQ�ZKLFK�WKH�UDWH�RI�XQHPSOR\PHQW�FDQ�EH�SHUPDQHQWO\�KHOG�DW�D�GLIIHUHQW�OHYHO�WR�WKH�QDWXUDO�UDWH�RI�XQHPSOR\PHQW�LV�NQRZQ�DV�WKH�QDWXUDO�UDWH�K\SRWKHVLV��$QRWKHU�ZD\�RI�VWDWLQJ�WKH�VDPH�SRLQW�LV�WKDW�WKH�ORQJ�UXQ�3KLOOLSV�&XUYH�LV�YHUWLFDO��
�
��� 7+(�$&&(/(5$7,21,67�+<327+(6,6�

$ FRUROODU\� RI� WKH� QDWXUDO� UDWH�K\SRWKHVLV��PHQWLRQHG�E\�)ULHGPDQ�EXW� ILUVW�GHPRQVWUDWHG�E\�3KHOSV�� LV� WKH�DFFHOHUDWLRQV� K\SRWKHVLV�� 7KLV� K\SRWKHVLV� VWDWHV� WKDW� VLQFH� WKHUH� H[LVWV� QR�ORQJ�UXQ� WUDGH�RII�EHWZHHQ� XQHPSOR\PHQW� DQG� LQIODWLRQ�� DWWHPSW� WR�SHJ� WKH�IRUPHU�YDULDEOH�EHORZ�LWV�QDWXUDO�OHYHO�PXVW�SURGXFH�HYHU�LQFUHDVLQJ�LQIODWLRQ��+XPSKUH\��������� ,I� WKH� UDLVLQJ� WKH� UDWH�RI� LQIODWLRQ�RQFH� DQG� IRU� DOO� RQO\�ORZHUV� WKH� XQHPSOR\PHQW� UDWH� WHPSRUDULO\�� WKDQ� WKH� RQO\� ZD\� WR� NHHS� WKH�XQHPSOR\PHQW� UDWH� SHUPDQHQWO\� EHORZ� WKH� QDWXUDO� UDWH� LV� E\� FRQWLQXRXVO\�LQFUHDVLQJ�WKH�UDWH�RI�LQIODWLRQ�E\�DFFHOHUDWLQJ�SULFHV��
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,I� WKH� JRYHUQPHQW� ZLVKHV� WR� PDLQWDLQ�XQHPSOR\PHQW� EHORZ� LWV� QDWXUDO� OHYHO�� WKHQ� LW� KDV� WR� PDNH� VXUH� WKDW� SULFH�H[SHFWDWLRQV� GR� QRW� FDWFK� XS� ZLWK� DFWXDO� LQIODWLRQ�� ,Q� RWKHU� ZRUGV� WKH�JRYHUQPHQW�KDV�WR�PDNH�VXUH�WKDW�WKH�QHZO\�HPSOR\HG�GR�QRW�DSSUHFLDWH�WKH�IXOO�QHXWUDOL]LQJ�HIIHFW�RI�LQIODWLRQ�RQ�WKHLU�PRQH\�ZDJH�LQFUHDVH��,Q�WKH�QH[W�WLPH�SHULRG��KHQFH��WKH�JRYHUQPHQW�PXVW�LQFUHDVH�WKH�PRQH\�VXSSO\�DQG�UDLVH�DJJUHJDWH�GHPDQG�VR�WKDW�ZDJHV�LQFUHDVH�E\�PRUH�WKDQ�WKH�H[SHFWHG�LQIODWLRQ�RI�����
6LQFH� WKH� DGMXVWPHQW� RI� H[SHFWHG� WR�DFWXDO� LQIODWLRQ� ZRUNV� WR� UHVWRUH� XQHPSOR\PHQW� WR� LWV� QDWXUDO� HTXLOLEULXP�OHYHO� 8� DW� DQ\� VWHDG\� UDWH� RI� LQIODWLRQ�� WKH� DXWKRULWLHV� PXVW� FRQWLQXRXVO\�UDLVH� �DFFHOHUDWH�� WKH� LQIODWLRQ� UDWH�� LI� WKH\� ZLVK� WR� SHJ� XQHPSOR\PHQW� DW�VRPH�DUELWUDULO\�ORZ�OHYHO�VXFK�DV�8��LQ�ILJXUH����$V�PRQHWDU\�DXWKRULW\�WULHV�WR� UHGXFH� XQHPSOR\PHQW�� 3KLOOLSV� &XUYH� DQG� LWV� SROLF\� IDLO�� 7KH� PRQHWDU\�DXWKRULW\�QRZ�WULHV�WR�JHW�WR�8��E\�UDLVLQJ�LQIODWLRQ�WR������7KLV�SROLF\�IDLOV��WRR�� IRU�H[SHFWDWLRQV�DGMXVW�DJDLQ��7KH�3KLOOLSV�&XUYH�VKLIWV�RXW� WR�3&��DQG�HFRQRP\�HYHQWXDOO\�PRYHV� WR�SRLQW�&�DV� VKRZQ� LQ� ILJXUH����(DFK� WLPH� WKH�PRQHWDU\� DXWKRULW\� UDLVH� WKH� LQIODWLRQ� UDWH�� LW� EX\V� D� WHPSRUDU\� GHFUHDVH� LQ�XQHPSOR\PHQW�� 7R� PDNH� WKLV� GHFUHDVH� SHUPDQHQW�� WKH� DXWKRULW\� PXVW�LQFUHDVH�FRQWLQXRXVO\�WKH�UDWH�RI�LQIODWLRQ��
7KH� DXWKRULWLHV� FRXOG� HLWKHU� SHJ�XQHPSOR\PHQW�RU�VWDELOL]H�WKH�DUWH�RI�LQIODWLRQ��EXW�QRW�ERWK��,I�WKH\�SHJJHG�XQHPSOR\PHQW�� WKH\�ZRXOG� ORVH�FRQWURO�RI� WKH�UDWH�RI� LQIODWLRQ��EHFDXVH� WKH�ODWWHU� DFFHOHUDWHV� ZKHQ� XQHPSOR\PHQW� LV� KHOG� EHORZ� LWV� QDWXUDO� OHYHO��$OWHUQDWLYHO\�� LI� WKH\� VWDELOL]HG� WKH� LQIODWLRQ�� WKH\� ZRXOG� ORVH� FRQWURO� RI�XQHPSOR\PHQW�VLQFH�WKH�ODWWHU�UHWXUQV�WR�LWV�QDWXUDO�OHYHO�DW�DQ\�VWHDG\�UDWH�RI�LQIODWLRQ�� 7KXV�� FRQWUDU\� WR� WKH� RULJLQDO� 3KLOOLSV� K\SRWKHVLV�� WKH\� FRXOG� QRW�SHJ� XQHPSOR\PHQW� DW� D� JLYHQ� FRQVWDQW� UDWH� RI� LQIODWLRQ�� 7KH� H[SHFWDWLRQV�DXJPHQWHG� 3KLOOLSV� &XUYH� WKHUHIRUH� SUHVHQWV� WKH� DXWKRULWLHV� ZLWK� UDWKHU�SDLQIXO�SROLF\�FKRLFHV��

�
��� 5$7,21$/�(;3(&7$7,216�

7KH� UHFHQW� WKHRUHWLFDO� ZRUN� RQ� WKH�XQHPSOR\PHQW�LQIODWLRQ� WUDGH�RII� FRQFOXGHV� ZLWK� YHU\� VWURQJ� SROLF\�LPSOLFDWLRQV�� )LUVW�� D� SROLF\� RI� LQIODWLRQDU\� H[SDQVLRQ� WR� UHGXFH�XQHPSOR\PHQW� EHORZ� VRPH� HTXLOLEULXP� OHYHO� 8�� ZLOO� XOWLPDWHO\� EH�DFFRPSOLVKHG� RQO\� DW� WKH� FRVW� RI� LQFUHDVLQJ� LQIODWLRQ� DQG� FRQWLQXRXV�GLVHTXLOLEULXP��6HFRQG��LQ�WKH�ORQJ�UXQ��WKHUH�LV�QR�WUDGH�RII��
7KH� UDWLRQDO� H[SHFWDWLRQV� K\SRWKHVLV� LV�D QHZ�DOWHUQDWLYH�PHWKRG�IRU�PRGHOOLQJ�H[SHFWDWLRQV�IRUPDWLRQ�ZKLFK�LPSOLHV�WKDW�DJHQWV�EDVH�WKHLU�H[SHFWDWLRQV�RQ�DOO�WKH�UHOHYDQW�LQIRUPDWLRQ�DYDLODEOH�WR�WKHP�LQFOXGLQJ�WKH�HFRQRPLF�WKHRU\��$�FULWLFLVP�RI�WKH�DGDSWLYH�H[SHFWDWLRQV�K\SRWKHVLV� LV� WKDW� LW� DVVXPHV� SHRSOH� NHHS� EDVLQJ� WKHLU� H[SHFWDWLRQV� RQ� WKH�YDOXH�RI�ODJJHG�YDULDEOHV�DQG�IDLO�WR�OHDUQ�IURP�WKHLU�SDVW�HUURU��7KLV�HUURU�LV�UHSHDWHG�RQ�VR�LV�FDOOHG�V\VWHPDWLF��%XW�DFFRUGLQJ�WR�WKH�UDWLRQDO�H[SHFWDWLRQV�
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K\SRWKHVLV�� SHRSOH�ZLOO� WHQG� WR� H[SORLW� DOO� DYDLODEOH�� SHUPDQHQW� LQIRUPDWLRQ�DERXW� WKH� LQIODWLRQDU\�SURFHVV�ZKHQ�PDNLQJ� WKHLU�SULFH�IRUHFDVWV�DQG�GR�QRW�PDNH� V\VWHPDWLF� PLVWDNHV� LQ� WKH� VHQVH� WKDW� DV� VRRQ� DV� LQGLYLGXDOV� VHH� WKH�JRYHUQPHQW�LQFUHDVH�WKH�PRQH\�VXSSO\��WKH\�DQWLFLSDWH�WKH�SULFH�LQIODWLRQ�DQG�LPPHGLDWHO\� UHYLVH� WKHLU�ZDJHV� XSZDUG� DQG� SULFH� H[SHFWDWLRQV�� ,I� WUXH�� WKLV�PHDQV�WKDW�IRUHFDVWLQJ�HUURUV�XOWLPDWHO\�FRXOG�DULVH�RQO\�IURP�UDQGRP�VKRFNV�RFFXUULQJ�WR�WKH�HFRQRP\��
3ULFH� IRUHFDVWLQJ� HUURUV� PLJKW� DOVR�DULVH�� EHFDXVH� LQGLYLGXDOV� LQLWLDOO\� SRVH� OLPLWHG� RU� LQFRPSOHWH� LQIRUPDWLRQ�DERXW� DQ�XQSUHFHGHQWHG�QHZ�SROLF\� UHJLPH�� HFRQRPLF� VWUXFWXUH�RU� LQIODWLRQ�JHQHUDWLQJ�PHFKDQLVP��
$V� LQFRUSRUDWHG� LQ�QDWXUDO� UDWH�3KLOOLSV�&XUYH� PRGHOV� WKH� UDWLRQDO� H[SHFWDWLRQV� K\SRWKHVLV� LPSOLHV� WKDW� SULFH�H[SHFWDWLRQV�ZRXOG� DOZD\V� EH� FRUUHFW� DQG� HFRQRP\�ZRXOG� DOZD\V� EH� DW� LWV�ORQJ�UXQ� VWHDG\�VWDWH� HTXLOLEULXP� �+XPSKUH\�� ������ S������ ,I� DOO� UDWLRQDO�SROLF\� DFWLRQV� E\� JRYHUQPHQW� DUH� DQWLFLSDWHG�� VR� WKDW� SULFH� H[SHFWDWLRQV� QR�ORQJHU�ODJ�EHKLQG�LQIODWLRQ��
7KH�DSSOLFDWLRQ�RI�UDWLRQDO�H[SHFWDWLRQV�WKHUHIRUH� OHDGV� WR� WKH�FRQFOXVLRQ� WKDW� WKHUH� LV�QRW�HYHQ�D�VKRUW�UXQ� WUDGH�RII�EHWZHHQ� LQIODWLRQ� DQG� XQHPSOR\PHQW�� 7KH� JRYHUQPHQW� FDQ� RQO\� VHFXUH� D�VKRUW�UXQ� GHFUHDVH� LQ� XQHPSOR\PHQW�� LI� LW� PDNHV� VXUSULVH� LQFUHDVHV� LQ� WKH�PRQH\� VXSSO\� �/HYDFL�� ������ S������� 8QGHU� WKH� UDWLRQDO� H[SHFWDWLRQV��V\VWHPDWLF�SROLF\� FDQ� QRW� LQGXFH� WKH� H[SHFWDWLRQ� HUURUV� WKDW� JHQHUDWH� VKRUW�UXQ�3KLOOLSV�&XUYH��6\VWHPDWLF�PRQHWDU\�SROLF\�FDQ�QRW�DIIHFW�UHDO�YDULDEOHV��6HDWHU�� ������� 7R� KDYH� DQ� LPSDFW� RQ� RXWSXW� DQG� XQHPSOR\PHQW� WKH�DXWKRULWLHV�PXVW�EH�DEOH�WR�FUHDWH�D�GLYHUJHQFH�EHWZHHQ�DFWXDO�DQG�H[SHFWHG�LQIODWLRQ�� 7KLV� IROORZV� IURP� WKH� SURSRVLWLRQ� WKDW� LQIODWLRQ� LQIOXHQFHV� UHDO�YDULDEOHV�RQO\�ZKHQ�LW�LV�XQDQWLFLSDWHG��

$OWKRXJK� WKH� LQVWDQWDQHRXV� UDWH� RI� DGMXVWPHQW�GHULYHG� IURP� WKH� IXOO�LQIRUPDWLRQ� DSSOLFDWLRQ� RI� UDWLRQDO� H[SHFWDWLRQV� PD\�VHHP� XQUHDOLVWLF�� LWV� EDVLV�� WKDW� SHRSOH� ZLOO� PDNH� XVH� RI� DOO� WKH� DYDLODEOH�LQIRUPDWLRQ�ZKHQ�IRUPLQJ�H[SHFWDWLRQV�DQG�QRW�PDNH�FRUUHFWDEOH�HUURU��
�
��� &21&/86,21�

,QIODWLRQ� WUDGH�RII� VXJJHVWHG� WKDW� E\�H[SHFWDWLRQV�DXJPHQWHG� 3KLOOLSV�&XUYH� KDV� EHHQ� VXEMHFW� WR�PXFK� FULWLFLVP��QRW� RQO\� E\� .H\QHVLDQ� HFRQRPLVWV� ZKR� UHMHFW� WKH� LGHD� WKDW� GHPDQG�PDQDJHPHQW� LV� RQO\� DEOH� WR� DIIHFW� WKH� UHDO� YDULDEOHV� RI� RXWSXW� DQG�XQHPSOR\PHQW�LQ�WKH�VKRUW�UXQ��%XW�WKHUH�DOVR�KDYH�EHHQ�D�QXPEHU�RI�DUHD�LQ�ZKLFK�PRQHWDULVW� YLHZ� RI� LQIODWLRQ� HPERGLHG� LQ� WKH� YHUWLFDO� 3KLOOLSV�&XUYH�KDV�EHHQ�FKDOOHQJHG��
7KH� 3KLOOLSV� &XUYH� FRQFHSW� KDV� FKDQJHG�UDGLFDOO\�RYHU� WKH�SDVW����\HDUV�DV� WKH�QRWLRQ�RI�D� VWDEOH� HQGXULQJ� WUDGH�RII�KDV�JLYHQ�ZD\�WR�WKH�SROLF\�LQHIIHFWLYHQHVV�YLHZ�WKDW�QR�VXFK�WUDGH�RII�H[LVW�
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IRU� WKH� SROLF\� PDNHUV� WR� H[SORLW�� $OWKRXJK� PXFK� RI� WKH� HDUO\� HPSLULFDO�OLWHUDWXUH� LV� ZHDN� EHFDXVH� RI� LQDGHTXDWH� GDWD�� PHWKRGRORJLFDO� SUREOHPV��VHQVLWLYLW\�RI�HVWLPDWLQJ�WHFKQLTXHV��WKH�HYLGHQFH�IRU�D�VKRUW�UXQ�WUDGH�RII�LV�PL[HG��6RPH�HFRQRPLVWV�WHVWHG�WKH�K\SRWKHVLV�WKDW�WKH�UHODWLRQVKLS�EHWZHHQ�XQHPSOR\PHQW�DQG�WKH�UDWH�RI�FKDQJH�RI�PRQH\�ZDJHV�LV�RQO\�WHPSRUDU\��
,QWHUHVW� KDV� FDQWHUHG� RQ� WKH� YDOXH� RI� WKH� SULFH�H[SHFWDWLRQV� DGMXVWPHQW� FRHIILFLHQW� � � LQ� GHWHUPLQLQJ� ZKHWKHU� RU� QRW� WKH�ORQJ�UXQ� 3KLOOLSV� &XUYH� LV� YHUWLFDO�� 7KH� DEVHQFH� RI� D� ORQJ�UXQ� WUDGH�RII�UHTXLUHV� � WKDW� �  ��� DV� HDUOLHU� VWXGLHV� VXFK� DV� /LSVH\¶V� WHQWHG� WR� SURGXFH�YDOXH� RI� ZHOO� EHORZ� ��� LQGLFDWLQJ� D� ORQJ�UXQ� WUDGH�RII� � ODWHU� VWXGLHV� LQ�FRUSRUDWH�DGDSWLYH�H[SHFWDWLRQV��
7KH�H[LVWHQFH�DQG�QDWXUH�RI�D�WUDGH�RII�EHWZHHQ�LQIODWLRQ� DQG� XQHPSOR\PHQW� LV� VWLOO� DQ�RSHQ� LVVXH�� ,W� VHHPV� WR� H[LVW� D�JUHDW�GHEDWH�RQ�WKLV�UHODWLRQVKLS��$V�RQ�WKH�QHJDWLYH�VLGH��QDWXUDO�UDWH�DQG�UDWLRQDO�H[SHFWDWLRQV�K\SRWKHVLV� LPSO\� WKDW� V\VWHPDWLF�GHPDQG�PDQDJHPHQW�SROLFLHV�DUH� LQFDSDEOH� RI� LQIOXHQFLQJ� UHDO� DFWLYLW\�� FRQWUDU\� WR� WKH� SUHGLFWLRQV� RI� WKH�RULJLQDO�3KLOOLSV�&XUYH�DQDO\VLV��RQ�WKH�SRVLWLYH�VLGH��WKHVH�WZR�K\SRWKHVLV�GR�LPSO\�WKDW�WKH�JRYHUQPHQW�FDQ�FRQWULEXWH�WR�HFRQRPLF�VWDELOLW\�E\�SROLFLHV�WR�PLQLPL]H� WKH� H[SHFWDWLRQDO� HUURUV� WKDW� FDXVH� RXWSXW� DQG� XQHPSOR\PHQW� WR�GHYLDWH�IURP�WKHLU�QRUPDO�IXOO�FDSDFLW\�OHYHO��

$V� LQ� PRVW� DUHDV� RI� HFRQRPLFV��MXGJHPHQWV� DERXW� HPSLULFDO� HYLGHQFH� DUH� FRORXUHG� E\� WKHLU� SROLF\�LPSOLFDWLRQV�� 7KRVH� ZKR� DFFHSW� WKH� ORFN� RI� DQ\� WUDGH�RII� KDYH� XVHG� LW� WR�VXSSRUW� TXLWH� GLYHUJHQW� SROLF\� FRQFOXVLRQ�� )RU� QHR�FODVVLFDO� DQG�PRQHWDULVW�HFRQRPLVWV� LW� LPSOLHV� WKH�IXWLOLW\�RI�DFWLYH��GLVFUHWLRQDU\�VWDELOL]DWLRQ�SROLF\�ZKLOH�VRPH�.H\QHVLDQV�VD\� WKDW�WKH�JRYHUQPHQW�FDQ�H[SDQG�GHPDQG�DQG�VR�LQFUHDVH� RXWSXW� ZLWKRXW� LQFXUULQJ� DQ\� PRUH� LQIODWLRQ� RI� DOO� WKDW� LPSOLHV� D�KRUL]RQWDO�3KLOOLSV�&XUYH�ZLWK�WKH�DEVHQFH�RI�DQ\�FRQQHFWLRQ�EHWZHHQ�H[FHVV�GHPDQG�DQG�LQIODWLRQ��OHVV�H[WUHPH�.H\QHVLDQV�VXFK�DV�7RELQ��PDLQWDLQ�WKDW�SULFH�DGMXVWPHQW� ODJV� JLYH� ULVH� WR� VRPH� ORQJ�UXQ� WUDGH�RII� ZKLFK� FDQ� EH�H[SORLWHG�E\�DFWLYH�JRYHUQPHQW�SROLF\�LQ�RUGHU�WR�LPSURYH�WKH�WUDGH�RII��
$IWHU�DOO�WKHVH�H[SODQDWLRQV��P\�RYHUDOO�YLHZ�DUH�WKDW�WKH�3KLOOLSV�&XUYH�ZDV�VLPSO\�D�VHW�RI�REVHUYDWLRQV�LQ�VHDUFK�RI�DQ�H[SODQDWLRQ��

�

5()(5(1&(6��
��� )ULHGPDQ�� 0�� �������� µ7KH� 5ROH� RI� 0RQHWDU\� 3ROLF\¶�� $PHULFDQ�(FRQRPLF�5HYLHZ��0DUFK��
��� *RUGRQ��5����������µ5HFHQW�'HYHORSPHQWV�LQ�WKH�7KHRU\�RI�,QIODWLRQ�DQG�8QHPSOR\PHQW¶��-RXUQDO�RI�0RQHWDU\�(FRQRPLFV��$SULO��
��� +XPKUH\��7����������µ7KH�(YROXWLRQ�DQG�3ROLF\�,PSOLFDWLRQV�RI�3KLOOLSV�&XUYH�$QDO\VLV¶��7KH�)HGHUDO�5HVHUYH�%DQN�RI�5LFKPRQG�1HRFODVVLFDO�&RQWURYHUVLHV���QG�(G��
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��� /HYDFLF��5��$QG�5HEPDQQ��$����������0DFURHFRQRPLFV��DQ�LQWURGXFWLRQ�WR�.H\QHVLDQ�1HRFODVVLFDO�&RQWURYHUVLHV���QG�(G��
��� /LSVH\��5����������3RVLWLYH�(FRQRPLFV���WK�(G��
��� /LSVH\�� 5�� �������� µ7KH� 5HODWLRQVKLS� EHWZHHQ� 8QHPSOR\PHQW� DQG� WKH�5DWH� RI� &KDQJH� RI� 0RQH\� :DJHV� LQ� WKH� 8.�� ����������� D� )XUWKHU�$QDO\VLV¶��(FRQRPLFD�
��� 3HQQDQW�5HD��5��$QG�&URRN��&����������7KH�(FRQRPLVW�(FRQRPLFV���VW�(G��
��� 3KHOSV�� (�� 6�� �������¶3KLOOLSV� &XUYH�� ([SHFWDWLRQV� RI� ,QIODWLRQ� DQG�2SWLPDO�8QHPSOR\PHQW�2YHU�7LPH¶��(FRQRPLFD�
��� 3KLOOLSV��$�� �������� µ7KH�5HODWLRQVKLS� EHWZHHQ�8QHPSOR\PHQW� DQG� WKH�5DWH�RI�&KDQJH�RI�0RQH\�:DJHV�LQ�8.�����������¶��(FRQRPLFD�
���� 6DQWRPHUR�� $�� $QG� 6HDWHU�� -�� �������¶7KH� ,QIODWLRQ�8QHPSOR\PHQW�7UDGH�RII��D�FULWLTXH�RI� WKH�/LWHUDWXUH¶�� -RXUQDO�RI�(FRQRPLF�/LWHUDWXUH��-XQH��
���� 6XPPHU��0���������¶7KH�+LVWRU\�DQG�6LJQLILFDQFH�RI�WKH�3KLOOLSV�&XUYH��LQ�'HPHU\¶��6XUYH\V�LQ�(FRQRPLFV��0DFURHFRQRPLFV��/RQJPDQ��


