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6WUDWHJLF�3ODQ%DFNJURXQG�,QIRUPDWLRQ
+LVWRU\&RPPHUFLDO�SLVWDFKLR�JURZLQJ�FRPPHQFHG�LQ�$XVWUDOLD�LQ�WKH�HDUO\�����¶V�IROORZLQJ�D�VXFFHVVIXO�EUHHGLQJ�SURJUDP�E\�&6,52��0HUEHLQ���7KH�QHZ�YDULHW\�6LURUD ZDV�UHOHDVHG�DQG�IRXQG�ZHOO�VXLWHG�WR�WKH�FRQGLWLRQV�RI�WKH�5LYHU�0XUUD\�YDOOH\���
&XUUHQW�)DUPLQJ�6LWXDWLRQ7KHUH�DUH�DERXW����JURZHUV�PDLQO\�ORFDWHG�DORQJ�WKH�5LYHU�0XUUD\���*HQHUDOO\��WKRVH�RUFKDUGV�WKDW�KDYH�VXUYLYHG�WKH�SLVWDFKLR�OHDUQLQJ�FXUYH�DQG�ORQJ�MXYHQLOH�SKDVH��DUH�GRLQJ�ZHOO���7KH�FOLPDWH�DQG�VRLOV�KDYH�SURYHQ�VDWLVIDFWRU\�IRU�SLVWDFKLR�SURGXFWLRQ��
7KHUH�LV�D�VPDOO�QXPEHU�RI�JURZHUV�LQ�FHQWUDO�16:�ZKHUH�KLJKHU�UDLQIDOO�KDV�LQGXFHG�IXQJDO�SUREOHPV���7KHUH�DUH�D�IHZ�JURZHUV�LQ�VRXWKHUQ�9LFWRULD�ZKHUH�ORZHU�VXPPHU�WHPSHUDWXUHV�KDYH�OLPLWHG�SURGXFWLRQ���7KHUH�DUH�JURZHUV�LQ�:HVWHUQ�$XVWUDOLD�MXVW�JHWWLQJ�LQWR�SURGXFWLRQ���
7RWDO�DUHD�SODQWHG�LV�DERXW�����KHFWDUHV���
7KHUH�DUH�IRXU�ODUJH�RUFKDUGV���7ZR�DUH�HDFK�DERXW����KHFWDUHV�DQG�DUH�ERWK�LQ�JRRG�SURGXFWLRQ���2QH�RI�����KHFWDUHV�LV�VWDUWLQJ��LQ�������WR�SURGXFH�JRRG�TXDQWLWLHV���7KH�IRXUWK�ODUJH�RUFKDUG�RI����KHFWDUHV�LV�QRW�\HW�DFKLHYLQJ�HFRQRPLF�UHVXOWV���
7KHUH�DUH�DERXW�DQRWKHU�WHQ�RUFKDUGV�RI�������KHFWDUHV�� WKH�VL]H�UHTXLUHG�WR�PDNH�D�OLYLQJ�VROHO\�IURP�SLVWDFKLRV���7KH�UHPDLQLQJ����JURZHUV�HDFK�SURGXFH�OHVV�WKDQ���WRQQHV�GU\�SHU�DQQXP�IURP���WR���KHFWDUHV���7KHVH�DUH�PDLQO\�VXFFHVVIXO�JURZHUV�ZLWK�PL[HG�IUXLW�EORFNV���7KHUH�DUH�YHU\�IHZ�VPDOO�³KREE\´�IDUPHUV��
1R�PDMRU�QHZ�SODQWLQJV�DUH�RFFXUULQJ�GXH�WR�IHDUV�RI�D�EDFWHULDO�GLVHDVH�DQG�WKH�SRRU�HFRQRPLFV�RI�D�QHZ�SLVWDFKLR�RUFKDUG�± DGYHUVH�WD[�WUHDWPHQW�DQG�ORQJ�MXYHQLOH�SKDVH���
3URGXFWLRQ7KLV�SDSHU�ODUJHO\�GHDOV�ZLWK�WKH�SURGXFWLRQ�DQG�PDUNHWLQJ�RI�GULHG�SLVWDFKLRV���
7KHUH�LV�DOVR�D�PDUNHW�IRU�IUHVK�SLVWDFKLRV�IUXLW��LQ�KXOO���&XUUHQWO\�VDOHV�DUH�HVWLPDWHG�DW���� ���WRQQHV�IURP����WR����VPDOO�JURZHUV�VHOOLQJ�LQGHSHQGHQWO\�RI�HDFK�RWKHU�
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&XUUHQW�SURGXFWLRQ�LV�DERXW�������WRQQHV�SHU�DQQXP���7KLV�LV�H[SHFWHG�WR�ULVH�WR�DQ�DYHUDJH�RI�������WR�������SHU�DQQXP�ZLWK�SHDNV�WR�������WRQQHV�LQ�RQ�FURSV�DQG�����WRQQHV�LQ�RII�FURS�\HDUV���
)DUPLQJ�SUDFWLFHV�IRU�SLVWDFKLRV�DUH�LPSURYLQJ�DQG�WKH\�FDQ�EH�H[SHFWHG�WR�LPSURYH�IXUWKHU���7KH�\LHOG�HVWLPDWHV�LQFOXGHG�LQ�WKH�SURGXFWLRQ�SURMHFWLRQV�DVVXPH�\LHOGV�WKDW�DUH�FXUUHQWO\�DFKLHYDEOH���7KH\�DOVR�DVVXPH�RQO\�D�YHU\�VPDOO�FRQWULEXWLRQ�IURP����KHFWDUHV�DW�.DQLYD���6KRXOG�WKH�DEVROXWH�RSWLPXP�\LHOGV�EH�DFKLHYHG��WKHQ�DYHUDJH�FURS�VL]H�FRXOG�ULVH�WR�������WR�������WRQQHV�SHU�DQQXP���

6RXUFH��$33&�UHFRUGV�DQG�LQWHUQDO�SURMHFWLRQV3URGXFWLRQ�(IILFLHQF\7KH�EHVW�$XVWUDOLDQ�RUFKDUG�LV�QRZ�FORVH�WR�WKH�WRS�&DOLIRUQLDQ�RUFKDUGV�IRU�\LHOGV�L�H�����WRQQHV�KD�LQ�DQ�RQ�FURS�DQG���WRQQHV�KD�LQ�DQ�RII�FURS�RQ�WUHHV�RYHU����\HDUV�ROG���*HQHUDOO\��$XVWUDOLDQ�RUFKDUGV�DUH�SURGXFLQJ�DERXW���WRQQHV�KD�LQ�WKH�RQ�FURS�DQG���WRQQHV�KD�RU�OHVV�LQ�WKH�RII�FURS���7KHUH�LV�FRQVLGHUDEOH�URRP�WR�LPSURYH���
7KH�LPSURYHPHQW�LV�OLNHO\�WR�FRPH�ZLWK�LPSURYHG�QXWULWLRQ�DQG�ZDWHU�XVDJH�WKDW�DUH�PRUH�GLUHFWHG�DW�$XVWUDOLDQ�VRLOV�DQG�FRQGLWLRQV�WRJHWKHU�ZLWK�EHWWHU�GLVHDVH�PDQDJHPHQW���
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0DUNHW0RVW�SLVWDFKLR�SURGXFWLRQ�ZRUOG�ZLGH�LV�GLUHFWHG�DW�WKH�FRQVXPHU�VQDFN�IRRG�PDUNHW�UDWKHU�WKDQ�WKH�LQJUHGLHQW�PDUNHW���7KH�VQDFN�IRRG�PDUNHW�IRU�SLVWDFKLRV�HIIHFWLYHO\�DOVR�EX\V�WKH�VKHOOV�DW�WKH�VDPH�SULFH���$OPRQGV��SHDQXWV��FDVKHZV��PDFDGDPLDV�HWF�DOO�RQO\�VHOO�WKH�NHUQHO���$ERXW�����RI�WKH�$XVWUDOLDQ�FURS�LV�VROG�LQWR�WKH�VQDFN�PDUNHW���
7KHUH�LV�D�VPDOO�LQJUHGLHQW�PDUNHW�WKDW�LV�VXSSOLHG�E\�WKH�NHUQHOV�REWDLQHG�E\�VKHOOLQJ�WKH�QRQ�VSOLW�DQG�UHMHFW�LQ�VKHOOV���7KH�$XVWUDOLDQ�6LURUD YDULHW\�KDV�UHODWLYHO\�IHZ�QRQ�VSOLWV�FRPSDUHG�WR�PRVW�FRPPHUFLDO�YDULHWLHV�������FRPSDUHG�ZLWK�a����������
.HUQHOV�DUH�W\SLFDOO\�SULFHG�DW����������RI�WKH�LQVKHOO�SULFH���7R�SURYLGH�HTXLYDOHQW�UHWXUQV�WR�ILUVW�JUDGH�VSOLWV��NHUQHOV�ZRXOG�QHHG�WR�EH�SULFHG�DW������RI�WKH�LQVKHOO�SULFH�WR�FRYHU�WKH�VKHOOLQJ�FRVWV�DQG�WKH��������\LHOG���+HQFH�VXSSO\LQJ�WKH�LQJUHGLHQW�PDUNHW�LV�QRW�DV�UHZDUGLQJ�DV�VXSSO\LQJ�WKH�VQDFN�IRRG�PDUNHW���
&XUUHQW�������������$XVWUDOLDQ�FRQVXPSWLRQ�LV�DERXW������07�SHU�DQQXP��GRZQ�IURP�D�SHDN�LQ������RI���������7KH�GHFOLQH�KDV�EHHQ�GXH�WR�KLJK�SULFHV��ODUJHO\�GULYHQ�E\�WKH�ZHDN�$8'��DQG�ODFN�RI�SURPRWLRQ��ZK\�VKRXOG�$XVWUDOLD�H[SHQVLYHO\�SURPRWH�SLVWDFKLRV�ZKHQ�ZH�GLG�QRW�KDYH�WKHP�WR�VXSSO\"����7KH�PDUNHW�FRXOG�EH�HDVLO\�H[SDQGHG�EDFN�WR�������WRQQHV�SOXV��SHU�DQQXP���&DVKHZV��WKH�RWKHU�QXW�SULQFLSDOO\�VROG�DV�D�VQDFN��LV�RYHU�������WRQQHV�SHU�DQQXP���
7KH�ZRUOG�PDUNHW�IRU�SLVWDFKLRV�LV�DERXW���������WRQQHV�SHU�DQQXP��:RUOG�SURGXFWLRQ�LV�SURMHFWHG�WRLQFUHDVH�WR���������WRQQHV�E\�������6RXUFH���,QWHUQDWLRQDO�1XW�&RXQFLO����:RUOG�FRQVXPSWLRQ�LV�UDSLGO\�ULVLQJ�LQ�(DVWHUQ�(XURSH�DQG�$VLD���,W�KDV�GHFOLQHG�LQ�:HVWHUQ�(XURSH�IROORZLQJ�DIODWR[LQ�SUREOHPV�ZLWK�,UDQLDQ�SLVWDFKLRV���
$XVWUDOLDQ�SURGXFWLRQ�KDVEHHQ�ODUJHO\�GLUHFWHG�DW�WKH�GRPHVWLF�PDUNHW���$XVWUDOLDQ�GRPHVWLF�SULFHV�UHIOHFW�WKH�ODQGHG�FRVW�RI�LPSRUWHG�SLVWDFKLRV��L�H���DERYH�WKH�SULFHV�ZH�FRXOG�H[SHFW�IURP�LPSRUWLQJ�FRXQWULHV�VXFK�DV�(XURSH���
1R�KDUG�UHVHDUFK�LV�DYDLODEOH�DV�WR�WKH�GHPRJUDSKLFV�RI�FRQVXPHUV�RI�SLVWDFKLRV���,Q�WKH�����V�LW�ZRXOG�KDYH�EHHQ�DVVXPHG�WKDW�WKHUH�ZRXOG�EH�D�GLVSURSRUWLRQDWH�VKDUH�RI�PLJUDQW�IDPLOLHV�RI�0HGLWHUUDQHDQ�RULJLQ�DV�WKH�PDMRU�FRQVXPHUV��:LWK�SLVWDFKLRV�QRZ�LQ�WKH�IUXLW�DQG�YHJHWDEOH�VHFWLRQ�RI�PDLQ�FKDLQ�VXSHUPDUNHWV��WKLV�QDUURZ�EDVH�KDV�ZLGHQHG�WR�$XVWUDOLDQV�RI�PRVW�HWKQLF�DQG�VRFLR�HFRQRPLF�EDFNJURXQGV���7KHUH�FHUWDLQO\�UHPDLQ�IHZ�$XVWUDOLDQV�ZKR�GR�QRW�NQRZ�RI�SLVWDFKLRV�DQG�YHU\�IHZ�ZKR�ZRXOG�HDW�WKLV�³VQDFN�QXW´�ZLWKRXW�UHPRYLQJ�WKH�VKHOO�± WKLV�ZDV�D FRPPRQ�HYHQW�LQ�WKH�����¶V���
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&RQVXPHU�UHVHDUFK�FRQGXFWHG�E\�+RUWLFXOWXUH�$XVWUDOLD�/WG��+$/��DQG�WKH�$XVWUDOLDQ�0DFDGDPLD�6RFLHW\��$06��LQ������VKRZHG�WKDW�FRQVXPHUV�VDZ�SLVWDFKLRV�DV�³XS�PDUNHW��IXQ�ZLWK�D�SDUW\�LPDJH´���0DFDGDPLDV�DUH�ODXQFKLQJ�D�PDMRU�FRQVXPHU�FDPSDLJQ��ZLWK�ELJ�GROODUV�EHKLQG�LW��LQ�ODWH������WR�FKDOOHQJH�WKLV�SLVWDFKLR�SRVLWLRQ���
&RPSHWLWRUV7KH�FRPSHWLWRUV�IRU�SLVWDFKLRV�DUH�RWKHU�VQDFN�IRRGV�JHQHUDOO\�LQFOXGLQJ�FKLSV��FRQIHFWLRQHU\�DQG�WKH�RWKHU�VQDFN�QXWV��SDUWLFXODUO\�FDVKHZV���
$V�DQ�LQGXVWU\��$XVWUDOLDQ�SURGXFWLRQ�³FRPSHWHV´�ZLWK�SLVWDFKLRV�IURP�,UDQ�DQG�&DOLIRUQLD���$33&�KDV�PDLQWDLQHG�D�FRPSHWLWLYH�SULFLQJ�SROLF\�ZLWK�LPSRUWV���7KH�QDWXUDO�WHQGHQF\�RI�$XVWUDOLDQV�WR�EX\�$XVWUDOLDQ�SURGXFW�SURYLGHG�WKDW�LW�LV�VLPLODU�TXDOLW\�DQG�VLPLODU�SULFH�KDV�PHDQW�WKDW�$XVWUDOLDQ�SURGXFWLRQ�KDV�GLVORGJHG�LPSRUWV��IDLUO\�VHDPOHVVO\��DV�SURGXFWLRQ�KDV�LQFUHDVHG�RYHU�WKH�ODVW�GHFDGH���
7KHUH�UHPDLQV�VRPH�VHULRXV�FRPSHWLWLRQ�IURP�,UDQ���7KH�,UDQLDQ�YDULHWLHV�DQG�WKHLU�SURFHVVLQJ�UHVXOW�LQD�QXW�RI�GLIIHUHQW�DSSHDUDQFH�DQG�GLIIHUHQW��SHUFHLYHG�DW�OHDVW��IODYRXU���,UDQLDQ�SLVWDFKLRV�WHQG�WR�EH�ORZHU�SULFHG�WKDQ�&DOLIRUQLDQ��LQ�SDUW�EHFDXVH�,UDQLDQ�DUH�H[FOXGHG�IURP�WKH�86$�PDUNHW��UHPQDQWV�RI�WKH�����V�HPEDUJR��DQG�UHVWULFWHG�LQ�(XURSH�EHFDXVH�RI�WKHLU�LQDELOLW\�WR�VDWLVI\�(8�DIODWR[LQ�OLPLWV���,Q�WKH�$UDELF�$XVWUDOLDQ�FRPPXQLW\��D�PDMRU�FRQVXPHU�JURXS��,UDQLDQ�DUH�SUHIHUUHG�IRU�ERWK�SULFH�DQG�WUDGLWLRQ�UHDVRQV���
7KH�,UDQLDQ�PDUNHW�LV�VHUYLFHG�E\�D�QXPEHU�RI�LPSRUWHUV��7KH\�YLJRURXVO\�GHIHQG�WKHLU�KLVWRULFDO�EXVLQHVV���7KH�LPSRUWHUV�KDYH�VWURQJ�OLQNV�WR�WKH�QXW�ZKROHVDOHUV�IRU�UHDVRQV�RI�KLVWRU\�DQG�ILQDQFLQJ��7KLV�OLQN�ZLOO�EH�D�GLIILFXOW��DQG�H[SHQVLYH��QH[XV�WR�EHDN�DV�$XVWUDOLDQ�SURGXFWLRQ�H[SDQGV�DQG�ZH�QHHG�WR�PRYH�LQWR�WKLV�VHFWRU���
5HODWLRQV�ZLWK�LQGLYLGXDO�,UDQLDQ�JURZHUV�DQG�SDFNHUV�LV�JRRG���7KH�,UDQLDQV�KDYH�EHHQ�YHU\�RSHQ�LQ�VKRZLQJ�$XVWUDOLDQ�JURZHUV�WKHLU�IDUPLQJ�WHFKQLTXHV�DQG�WKH�SURFHVVLQJ�V\VWHPV���
7KH�&DOLIRUQLDQ�LQGXVWU\�LV�DOVR�D�´FRPSHWLWRU´���7KH�&DOLIRUQLDQV�KDYH�LQGXVWU\�PRQH\�WR�SURPRWH�SLVWDFKLRV�LQ�H[SDQGLQJ�PDUNHWV���7KHVH�IXQGV�DUH�EHLQJ�XVHG�LQ�$XVWUDOLD�IRU�LQ�VWRUH�FRPSHWLWLRQV�DQG�PHGLD�DGYHUWLVLQJ���$33&�DQG�WKH�&DOLIRUQLDQV�KDYH�DJUHHG�LQ������LQ�SULQFLSOH�WR�ZRUN�WRJHWKHU�WR�SURPRWH�SLVWDFKLR�VDOHV���%RWK�LQGXVWULHV�DFFHSW�WKDW�DOO�JURZHUV�FRPSHWH�ZLWK�HDFK�RWKHU�DQG�WKH�NH\�LV�WR�H[SDQG�WRWDO�GHPDQG���
5HODWLRQV�ZLWK�LQGLYLGXDO�&DOLIRUQLDQ�JURZHUV�DQG�UHVHDUFKHUV�DUH�YHU\�JRRG���7KHUH�LV�D�KHDOWK\�VZDS�RI�LQIRUPDWLRQ�DQG�WHFKQLTXHV���
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6XSSO\�&KDLQ0RVW�JURZHUV�GHOLYHU�WKHLU�FURSV�WR�$XVWUDOLDQ�3LRQHHU�3LVWDFKLR�&RPSDQ\��$33&��DW�5RELQYDOH�IRU�KXOOLQJ��GU\LQJ��VRUWLQJ�DQG�VDOH���$�IHZ�JURZHUV�KXOO�WKHLU�RZQ�FURSV�DQG�WKH�FURSV�RI�RQH�RU�WZR�VPDOO�QHLJKERXUV���0RVW�RI�WKHVH�JURZHUV��DIWHU�KXOOLQJ�DQG�GU\LQJ�DOVR�GHOLYHU�WKH�FURSV�WR�$33&�IRU�VRUWLQJ�DQG�VDOH���
$�YHU\�VPDOO�QXPEHU�RI�JURZHUV�VHOO�WKHLU�RZQ�GU\�FURSV��1RQH�RI�WKHVH�JURZHUV�KDV�PRUH�WKDQ���WRQQHV�SD�RI�GU\�QXWV��7KH�WRWDO�TXDQWLW\�FRXOG�EH�ZHOO�EHORZ���WRQQHV���([DFW�ILJXUHV�DUH�QRW�DYDLODEOH���
$33&�HIIHFWLYHO\�KDQGOHV�DOPRVW�WKH�HQWLUH�$XVWUDOLDQ�FURS��!�������
0RVW�QXWV�DUH�VROG�GLUHFWO\�E\�$33&�WR�WKH�PDMRU�VXSHUPDUNHWV��!�������$�PLQRULW\�RI�WKH�FURS�LV�VROG�WKURXJK�WKH�ZKROHVDOH�QXW�WUDGH���$OPRVW�QR�GU\�FURS�LV�VROG�WKURXJK�WKH�IUHVK�IUXLW�PDUNHWV�DOWKRXJK�WKHVH�DUH�WKH�PDMRU�FKDQQHOV�IRU�IUHVK�LQ�KXOO�SLVWDFKLRV���
0RVW�$XVWUDOLDQ�SLVWDFKLRV�DUH�VROG�ORRVH�LQ�WKH�SURGXFH�GHSDUWPHQWV�RI�WKH�VXSHUPDUNHWV���$�PLQRULW\�LV�VROG�LQ�FRQVXPHU�SUHSDFNV���7KH�UHGXFWLRQ�LQ�WKH�SDFNLQJ�FRVWV�DQG�FXWWLQJ�RXW�VHYHUDO�OHYHOV�IURP�WKH�WUDGLWLRQDO�EDJJHU�PRGHO�GLG��LQ�WKH�����V��UHVXOW�LQ�ORZHU�FRQVXPHU�SULFHV�DQG�KLJKHU�VDOHV���7KH�VXSHUPDUNHWV�KDYH�UHFHQWO\�FDSWXUHG�WKLV�PDUJLQ�E\�LQFUHDVLQJ�FRQVXPHU�SULFHV���6XSHUPDUNHW�JURVV�VHOOLQJ�PDUJLQV�KDYH�LQFUHDVHG�IURP�����WR�RYHU�����EHWZHHQ������DQG��������
7KH�WZR�ODUJHVW�JURZHUV�RZQ�$33&���7KHVH�JURZHUV�ODUJHO\�UXQ�$33&�DV�D�FRVW�FHQWUH���7KH�VWDWHG�SROLF\�RI�$33&�LV�WR�KDQGOH�WKH�FURSV�RI�RWKHU�JURZHUV�DW�FORVH�WR�FRVW�WR�HQVXUH�WKDW�DOO�$XVWUDOLDQ�SLVWDFKLRV�FDQ�EH�SUHVHQWHG�DV�D�XQLIRUP�SURGXFW�WR�WKH�$XVWUDOLDQ�PDUNHW���
7KH�IUHVK�SLVWDFKLR�IUXLW�LV�VROG�DV�D�UHIULJHUDWHG�SURGXFW�WKURXJK�WKH�IUHVK�IUXLW�DQG�YHJHWDEOH�ZKROHVDOH�PDUNHWV�LQ�6\GQH\�DQG�0HOERXUQH��6SHFLDOLVW�IUXLWHUV�ZKR�FDWHU�IRU�SHRSOH�RI�HDVWHUQ�0HGLWHUUDQHDQ�RULJLQ�H�J��7XUNH\��,UDQ��6\ULD��/HEDQRQ�HWF��DUH�WKH�PDMRU�EX\HUV��&XUUHQWO\�D�VPDOO�TXDQWLW\�LV�EHLQJ�QLFKH�PDUNHWHG�WKRXJK�WZR�VXSHUPDUNHW�FKDLQV�LQ�16:��
%HQFKPDUNV:KLOVW�$XVWUDOLDQ�JURZHUV�DQG�$33&�PDLQWDLQ�FORVH�FRQWDFWV�ZLWK�WKH�&DOLIRUQLDQ�LQGXVWU\�DQG�WKH�ZRUOG�LQGXVWU\��QR�IRUPDO�EHQFKPDUNLQJ�UHYLHZV�KDYH�EHHQ�FRQGXFWHG���
)LYH�WR�WHQ�$XVWUDOLDQ�JURZHUV�KDYH�DWWHQGHG�HDFK�RI�WKH�ODVW�WZR�3LVWDFKLR�6KRUW�&RXUVHV�UXQ�E\�WKH�8QLYHUVLW\�RI�&DOLIRUQLD�DW�'DYLV���7KH�LQGXVWU\�UHVHDUFKHUV�DOVR�DWWHQG�WKRVH�VKRUW�FRXUVHV�DV�ZHOO�DV�DWWHQGLQJ�WKH�ELDQQXDO�*5(03$�$OPRQG�DQG�3LVWDFKLR�6\PSRVLXP���
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3HRSOH�DQG�LQGXVWU\�UHVRXUFHV
7KH�$XVWUDOLDQ�SLVWDFKLR�LQGXVWU\�QRZ�KDV�VHYHUDO�SHRSOH�ZLWK�DERXW����\HDUV�H[SHULHQFH�LQ�WKH�JURZLQJ�RI�SLVWDFKLRV���7KH�LQGXVWU\�KDV�DQ�DFWLYH�3*$,�&RPPLWWHH��3LVWDFKLR�*URZHUV¶�$VVRFLDWLRQ�,QF��WKDW�LQ������XQGHUZHQW�D�JHQHUDWLRQDO�FKDQJH���/LNH�DOO�VPDOO�LQGXVWULHV�ZH�ZRXOG�EHQHILW�LI�PRUH�JURZHUV�WRRN�DQ�DFWLYH�SDUW���
0RVW�JURZHUV�KDYH�KDG�D�FDUHHU�H[SHULHQFH�RI�JURZLQJ�RWKHU�KRUWLFXOWXUH�FURSV�VXFK�DV�VWRQH�IUXLWV�DQG�JUDSHV���0RVW�DUH�³JRRG´�IDUPHUV���
2QH�RI�WKH�'LUHFWRUV�RI�$33&�KDV�KDG�RYHU����\HDUV�H[SHULHQFH�LQ�VHOOLQJ�RI�QXWV�LQ�WKH�GRPHVWLF�DQG�H[SRUW�PDUNHWV���
$�SULYDWH�KRUWLFXOWXUDO�FRQVXOWLQJ�ILUP��6FKROILHOG�5RELQVRQ��KDV�WDNHQ�D�VWURQJ�LQWHUHVW�LQ�SLVWDFKLRV�DQG�SURYLGHV�H[WHQVLRQ�VHUYLFHV�WR�PRVW�JURZHUV�DV�WKH�YDULRXV�6WDWH�GHSDUWPHQWV�RI�DJULFXOWXUH�KDYH�ZLWKGUDZQ�IURP�WKLV�W\SH�RI�JURZHU�VXSSRUW�RYHU�WKH�ODVW�GHFDGH���
15( 9LFWRULD�DVVLVWV�WKH�LQGXVWU\�E\�EDVLQJ�WKH�SLVWDFKLR�LQGXVWU\�UHVHDUFKHU��&DWK\�7D\ORU�DW�6XQUD\VLD�+RUWLFXOWXUH�&HQWUH���:KLOVW�PRVW�RI�WKH�FRVWV�DVVRFLDWHG�ZLWK�WKLV�SRVLWLRQ�DUH�PHW�E\�WKH�3*$�DQG�+$/��15(�GRHV�FRQWULEXWH�RYHUKHDGV���$V�ZHOO�DV�SHUIRUPLQJ�UHVHDUFK��&DWK\�DOVR�SURYLGHV�VRPH�JHQHUDO�LQIRUPDWLRQ�WR�JURZHUV�RQ�SLVWDFKLRV���
7KH�3*$,�HQFRXUDJHV�DWWHQGDQFH�DW�WKH�8&'�3LVWDFKLR�6KRUW�&RXUVHV�UDWKHU�WKDQ�UXQQLQJ�LWV�RZQ�³KRZ�WR�JURZ´�FRXUVHV���
7KHUH�DUH�QR�PHQWRULQJ�SURJUDPPHV��\RXWK�HQFRXUDJHPHQW�DZDUGV��RU�SURPRWLRQ�RI�DQ\�JHQGHU�ELDV�LQ�ZKR�VKRXOG�JURZ�SLVWDFKLRV�RU�SDUWLFLSDWH�LQ�WKH�LQGXVWU\�DVVRFLDWLRQ���
,QGXVWU\�2UJDQLVDWLRQ7KHUH�LV�D�VLQJOH�QDWLRQDO�3LVWDFKLR�*URZHUV¶�$VVRFLDWLRQ�,QF��3*$,����$OPRVW�DOO�NQRZQ�JURZHUV�DUH�PHPEHUV��7KHUH�DUH�QR�IRUPDO�VWDWH�RU�UHJLRQDO�JURXSV�DOWKRXJK�WKH�:HVWHUQ�$XVWUDOLDQ�JURZHUV�WHQG�WR�RSHUDWH�VXFK�D�GLVFXVVLRQ�JURXS�IRU�REYLRXV�JHRJUDSKLF�UHDVRQV���
:KLOVW�QRW�DOO�JURZHUV�DUH�DFWLYHO\�LQYROYHG�ZLWK�WKH�3*$,��WKHUH�LV�QR�HYLGHQFH�RI�GLVVDWLVIDFWLRQ�ZLWK�WKH�3*$,�RU�HYLGHQFH�RI�ULYDO�RU�FRPSHWLWLYH�VXE�JURXSV�EHLQJ�IRUPHG���
$OPRVW�DOO�JURZHUV�RI�GU\�SLVWDFKLRV�VXSSRUW�WKH�3*$,�5HVHDUFK�)XQG�E\�ZD\�RI�D�YROXQWDU\�FRQWULEXWLRQ���2QO\�WZR�JURZHUV������RI�GU\�SURGXFWLRQ��IDLOHG�WR�FRQWULEXWH�LQ��������7KH�FRQWULEXWLRQ�UDWH�LV�TXLWH�KLJK��DERXW����RI�IDUP�JDWH�YDOXH���
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2QO\�D�YHU\�VPDOO�QXPEHU�RI�JURZHUV�ZKR�VHOO�WKHLU�FURSV�DV�IUHVK�SLVWDFKLRV�PDNH�WKH�YROXQWDU\�FRQWULEXWLRQ�WR�UHVHDUFK���:KLOVW�QRW�D�PDMRU�ORVV�RI�UHYHQXH��LW�LV�D�PDMRU�FDXVH�RI�DQQR\DQFH�RQ�HTXLW\�JURXQGV�WR�WKH�YDVW�PDMRULW\�RI�JURZHUV���
7KH�3*$,�LV�DQ�DFWLYH�PHPEHU�RI�WKH�$XVWUDOLDQ�1XW�,QGXVWU\�&RXQFLO��$1,&����7KH�3*$,�VHHV�WKH�ODUJHU�QHWZRUN�RI�$1,&�EHLQJ�DEOH�WR�DFKLHYH�PRUH�WKDQ�D�VPDOO�LQGXVWU\�FDQ�HYHU�DFKLHYH���
7KH�3*$,�KDV�D�TXDUWHUO\�QHZVOHWWHU�WKDW�LQFOXGHV�SURIHVVLRQDOO\�SUHSDUHG�VHDVRQDO�QRWHV���7KH�QHZVOHWWHU�NHHSV�JURZHUV�LQIRUPHG�RI�GHYHORSPHQWV�ZLWK�WKH�UHVHDUFK�SURMHFWV�DQG�RWKHU�LQGXVWU\�QHZV�
$33&�LVVXHV�D�PDUNHW�UHSRUW�WR�DOO�JURZHUV�WZLFH�D�\HDU�DQG�PRQWKO\�WR�PHPEHUV�RI�WKH�3RRO���
%LRVHFXULW\7KHUH�LV�QR�SLVWDFKLR�HPHUJHQF\�SODQ�LQ�SODFH���7KH�H[RWLF�SHVWV�WKDW�ZRXOG�DIIHFW�SLVWDFKLRV�DUH�WKRVH�WKDW�ZRXOG�DIIHFW�RWKHU��ODUJHU�KRUWLFXOWXUDO�LQGXVWULHV�VXFK�DV�DOPRQGV��VWRQH�IUXLWV�HWF���7KH�LQGXVWU\�LVUHO\LQJ�XSRQ�WKH�VXFFHVV�RI�JHQHUDO�$XVWUDOLDQ�ELRVHFXULW\�WKURXJK�$4,6�IRU�SURWHFWLRQ�DJDLQVW�H[RWLF�SODQWV���
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6:276WUHQJWKVx 3URYLGLQJ�DQ�$XVWUDOLDQ�EUHG�DQG�JURZQ�QXW��WKH�$XVWUDOLDQ�SLVWDFKLR�LQGXVWU\�LV�VHHQ�DV�RQH�ZRUWK\�RI�VXSSRUW�E\�$XVWUDOLDQ�FRQVXPHUV���x 3LVWDFKLRV�DUH�QXWV�WKDW�SURYLGH�D�KHDOWK\�VQDFN���x 7KH�ODUJH�PRGHUQ�IDFLOLWLHV�RI�$33&�PHHW�DOO�+$&&3�DQG�KHDOWK�UHTXLUHPHQWV���7KH�LQGXVWU\�FDQ�SUHVHQW�LWVHOI�DV�FOHDQ�DQG�VDIH��$33&�KROGV�64)�����DQG�:9406�UHJLVWUDWLRQV���x $OPRVW�DOO�JURZHUVKDYH�FRPSOHWHG�64)�����RU�RWKHU�TXDOLW\�PDQDJHPHQW���$OO�ZLOO�EH�UHJLVWHUHG�E\������KDUYHVW�x 1R�HYLGHQFH�RI�DIODWR[LQ�SUREOHPV�± WKLV�LV�D�YLUWXH�WKDW�FDQQRW�EH�ORXGO\�FODLPHG�ZLWKRXW�FRQIXVLQJ�FRQVXPHUV�EXW�LW�LV�RI�KLJK�YDOXH�ZLWKLQ�WKH�WUDGH���x *RRG�IODYRXUx *RRG�JUHHQ�NHUQHO�FRORXUx /LJKW�VKHOO�FRORXU��ZKHQ�PHFKDQLFDOO\�GULHG�x +LJK�VSOLW�UDWH�± WKLV�LV�RI�OLWWOH�EHQHILW�WR�FRQVXPHUV�DV�FORVHG�VKHOOV�DUH�DOZD\V�UHPRYHG�EXW�LW�LV�YHU\�LPSRUWDQW�WR�WKH�HFRQRPLFV�RI�IDUPLQJ�6LURUD�SLVWDFKLRV���x $�QHDU�³FOHDQ�JUHHQ�FURS´���1R�SHVWLFLGHV��IHZ�KLJK�WR[LFLW\�FKHPLFDOV��LI�DQ\�DW�DOO���x :HOO�VXSSRUWHG�3LVWDFKLR�*URZHUV¶�$VVRFLDWLRQ�x :HOO�IXQGHG�UHVHDUFK�SURJUDPx 8QLILHG�LQGXVWU\�VHOOLQJ�DQG�SURPRWLQJ�$XVWUDOLDQ�3LVWDFKLRV�WKURXJK�D�VLQJOH�FKDQQHO��x *RRG�FR�RSHUDWLRQ�EHWZHHQ�VPDOO�DQG�ODUJH�JURZHUV�DQG�VWURQJ�LQGXVWU\�FR�RSHUDWLRQ�LQ�JHQHUDO���
:HDNQHVVHVx 6PDOO�QXW�VL]H���6LURUD�DYHUDJH�������QXWV�RXQFH���0RVW�SUHPLXP�FRPPHUFLDO�JUDGHV�DUH�LQ�WKH����WR����QXWV�SHU�RXQFH���x /RZ�SHUFHQWDJH�RI�QXWV�ZLWK�D�³ZLGH�RSHQ�VPLOH´���7RR�PDQ\�QDUURZ�VSOLW�QXWV�GHWUDFWLQJ�IURP�H[FLWLQJ�WKH�FRQVXPHU�ZLWK�DQ�HDV\�WR�HDW�QXW���x 7RR�PDQ\�QXWV�ZLWK�VKHOO�VWDLQLQJ�DQG�RWKHU�GDPDJH�GHWUDFWLQJ�IURP�SURILWDEOH�UHWXUQV���x 7KH�KHDY\�DOWHUQDWH�EHDULQJ�F\FOH�RI�SLVWDFKLRV�SURGXFH�KXOOLQJ�SHDNV�DQG�VDOHV�WURXJKV���x 0RVW�$XVWUDOLDQ�RUFKDUGV�DUH�QRW�\HW�DFKLHYLQJ�RSWLPXP�\LHOGV���x 0HFKDQLFDOO\�KDUYHVWLQJ�QRW�EHLQJ�HIILFLHQWO\�GRQH�IRU�PDQ\�JURZHUV�UHVXOWLQJ�LQ�OHVV�WKDQ�RSWLPDO�\LHOGV�DQG�OHVV�WKDQ�RSWLPDO�TXDOLW\���x 9HU\�VORZ�UHWXUQ�RQ�LQYHVWPHQW�FRPELQHG�ZLWK�DGYHUVH�WD[�WUHDWPHQW�HQVXUHV�QR�PDMRU�QHZ�LQYHVWPHQW�LQ�SODQWLQJV���
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x 6PDOO�LQGXVWU\�VL]H�WKDW�LV�RQO\�MXVW�DW�FULWLFDO�PDVV�WR�VDWLVI\�WKH�PDUNHW�ZLWK�QR�VXUSOXV�FDSDFLW\�WR�FRYHU�D�KHDY\�DGYHUVH�DOWHUQDWH�EHDULQJ�F\FOH���
7KUHDWVx &RPSODFHQF\���$Q\�PRGHUDWHO\�VXFFHVVIXO�LQGXVWU\�VXFK�DV�SLVWDFKLRV�QHHGV�WR�EH�PLQGIXO�RI�FRPSHWLWLRQ�DQG�GDQJHU�DURXQG�WKH�FRUQHU���x 7KH�;DQWKRPRQDV�EDFWHULDO�GLVHDVH�FRXOG�ZLSH�RXW�WKH�LQGXVWU\�ZLWKLQ���\HDUV��x $Q�LQVHFW�SHVW�FRXOG�HPHUJH�x )XQJDO�GLVHDVHV�WKDW�KDYH�UDYDJHG�&DOLIRUQLDQ�FURSV��9HUWLFLOOLXP�ZLOW�DQG�%RWU\RVSKDHULD��FRXOG�GHYHORS�LQ�$XVWUDOLD���%RWU\RVSKDHULD�LV�SUHVHQW�LQ�QRUWKHUQ�16:�DUHDV�RI�KLJK�VXPPHU�UDLQIDOO���x 7KH�$XVWUDOLDQ�LQGXVWU\�LV�EDVHG�RQ�WKH�VLQJOH�IHPDOH�YDULHW\��6LURUD���$Q\�VLQJOH�YDULHW\�LV�VXVFHSWLEOH�WR�D�YDULHW\�VSHFLILF�SHVW���x 7KH�ROG�SHUFHSWLRQ�WKDW�QXWV IDW EDG�UHVWULFWV�WKH�SXUFKDVH�E\�VRPH�FRQVXPHUV���,Q�IDFW�SLVWDFKLRV�ODUJHO\�FRQWDLQ�KHDOWK\�PRQRXQVDWXUDWHG�IDWV���x $FFHVV�WR�UHOLDEOH�VXSSOLHV�RI�ZDWHU���x 7KH�LQFLGHQW RI�DOOHUJLHV�WR�QXWV�WKDW�FRXOG�FDXVH�JHQHUDO�IHDUV�DQG�D�UHGXFWLRQ�LQ�FRQVXPSWLRQ���2SSRUWXQLWLHVx 7KH�\RXWK�DQG�LQH[SHULHQFH�RI�WKH�$XVWUDOLDQ�SLVWDFKLR�LQGXVWU\�HQVXUHV�FRQWLQXHG�HQWKXVLDVP�DQG�RSHQ�PLQGV�WR�DFKLHYH�WKH�YLVLRQ�RI�LWV�SDUWLFLSDQWV���x ([SDQG�WKH�GHPDQG�IRU�$XVWUDOLDQ�6LURUD SLVWDFKLRV�WR�HQVXUH�WKDW�LW�FRQWLQXHV�WR�WUDGH�DW�D�SUHPLXP�SULFH���7KH�XQLILHG�$XVWUDOLDQ�LQGXVWU\�VDOHV�FKDQQHO�SURYLGHV�WKH�SRVVLELOLW\�IRU�WKLV�WR�RFFXU���x &RQWLQXH�WR�H[SDQG�WRWDO�SLVWDFKLR�FRQVXPSWLRQ�LQWR�WKH�ZLGHU�$XVWUDOLDQ�FRPPXQLW\�ZKLOVW�PDLQWDLQLQJ�WKH�0HGLWHUUDQHDQ�HWKQLF�EDVH��x $GGLWLRQDO�QLFKH�H[SRUW�PDUNHWV�H[SORLWLQJ�WKH�GLIIHUHQFH�RI�$XVWUDOLDQ���6XFK�PDUNHWV�FDQ�SURYLGH�WKH�EDVH�RI�DQ�H[SDQGHG�PDUNHW�LQ�WKH�HYHQW�RI�DQ�H[SDQVLRQ�RI�VXSSO\�WKRXJK�EHWWHU�\LHOGV���x ([SORLWLQJ�WKH�FOHDQ�JUHHQ�JURZLQJ�FRQGLWLRQV�RI�$XVWUDOLDQ�SLVWDFKLRV���x ,QGXVWU\�H[SDQVLRQ�FRXOG�EH�EDVHG�RQ�WKH�DELOLW\�RI�SLVWDFKLRV�WR�VXFFHHG�ZLWK�PRGHUDWHO\�VDOLQH�ZDWHU��XS�WR�������(&8V��DQG�KLJK�S+�VRLOV���x 7R�LQWURGXFH�WKH�IUHVK�SLVWDFKLR�IUXLW�WR�WKH�ZLGHU�$XVWUDOLDQ�FRPPXQLW\��DSDUW�IURP�WKH�WUDGLWLRQDO�0HGLWHUUDQHDQ�EDVH�LQ�ZKLFK�LW�LV�ZHOO�NQRZQ�DQG�SUL]HG��x 7R�SURORQJ�WKH�VKHOI�OLIH�RI�WKH�IUHVK�SLVWDFKLR�IUXLW�WKURXJK�UHVHDUFK�LQWR�SDFNDJLQJ�DQG�WKH�PDLQWHQDQFH�RI�WKH�FROG�FKDLQ��x WR�GHYHORS�H[SRUW�PDUNHWV�IRU�IUHVK�SLVWDFKLR�IUXLW��DV�WKH�WUDGLWLRQDO�PDUNHWV�DUH�LQ�WKH�1RUWKHUQ�+HPLVSKHUH�DQG�RXW�RI�VHDVRQ�WR�XV�
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0DMRU�,VVXHV�± /LVW7KH�IROORZLQJ�OLVW�ZDV�FRPSLOHG�DQG�EHORZ�LV�WKH�OLVW�SULRULWLVHG�
'LVHDVH�SHVWV;DQWKRPRQDV�EDFWHULD)XQJDO�GLVHDVHV,QVHFWV
1XWULWLRQ1XW�VL]H6KHOO�GDPDJH.HUQHO�ILOO
$OWHUQDWH�EHDULQJ
:DWHU :KHQ+RZ�PXFK'HILFLW�LUULJDWLRQ
3UXQLQJ�	�WUDLQLQJ
0DUNHWLQJ0DLQWDLQ�FRQWDFW�LQ�H[SRUW�PDUNHW�V�0DLQWDLQ�XQLW\�RI�VDOHV0DLQWDLQ�GRPLQDQFH�LQ�GRPHVWLF�PDUNHW
0DUNHWLQJ�)UHVK'HYHORS�D�FRRUGLQDWHG�IUHVK�SLVWDFKLR�IUXLW�PDUNHW��,QYHVWLJDWH�WKH�H[SRUW�RI�IUHVK�SLVWDFKLR�IUXLW�
&RPPXQLFDWLRQ*URZHUV
3ROOLQDWLRQ
1HZ�LPSURYHG�YDULHWLHV
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+LJK���,PSDFW$FWLRQ�ZLOO�KDYH�PHDVXUDEOH�� UHWXUQVWR�LQGXVWU\
0HGLXP���,PSDFW$FWLRQ�PD\�KDYHPHDVXUDEOH���UHWXUQVWR�LQGXVWU\

/RZ���,PSDFW$FWLRQ�XQOLNHO\�WR�KDYHPHDVXUDEOH��UHWXUQV�WR�LQGXVWU\+LJK�8UJHQF\�,PSRUWDQFH$FWLRQ�QHHGHG�LQQH[W����PRQWKV
;DQWKRPRQDV0DUNHWLQJ8QLW\�LQ�VDOHV'RPLQDWLRQ�LQ�GRPHVWLFPDUNHW

6KHOO�GDPDJH 0DUNHWLQJ([SRUW&RPPXQLFDWLRQ*URZHUV
0HGLXP�8UJHQF\�,PSRUWDQFH$FWLRQ�QHHGHG�ZLWKLQ���\HDUV

:DWHU:KHQ+RZ�PXFK.HUQHO�ILOO$OWHUQDWH�EHDULQJ
1XW�VL]H/HDI�DQDO\VLV3UXQLQJ�WUDLQLQJ3ROOLQDWLRQ

)XQJDO

/RZ�8UJHQF\�,PSRUWDQFH$FWLRQ�QHHGHG�ZLWKLQ���\HDUV
,QVHFWV 1HZ�YDULHWLHV


