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,Q�WKLV�PRQWK
V�'LVSDWFK��ZH�DVN�KRZ�RWKHU�LQGXVWULHV
�FRQVROLGDWLRQ�H[SHULHQFHV�PD\�FDVW�OLJKW�RQ�
SURGXFWLRQ�DJULFXOWXUH��:H�IRFXV�HVSHFLDOO\�RQ�WKH�ZD\�WKDW�FRQVROLGDWLRQ�LV�VWUHDPOLQLQJ��DQG�VRPHWLPHV�
GLVWXUELQJ��WKH�FUDIW�EHHU��EDQNLQJ�DQG�FKXUFK�UHOLJLRQ�
EXVLQHVVHV�
� $OOHDK�ORRNV�DW�WKH�UHFHQW�H[SORVLRQ�
RI�FUDIW�EHHU�WHFKQRORJ\�DQG�SURGXFWLRQ��/DQFH�GHDOV�ZLWK�WKH�GUDPDWLF�GHFOLQH�LQ�FRPPXQLW\�EDQNV�RYHU�
WKH�ODVW�WKUHH�GHFDGHV��)LQDOO\��%LOO�ORRNV�DW�WKH�FKXUFK
V�GLIILFXOW�H[SHULHQFH�ZLWK�FRQVROLGDWLRQ��$V�DOZD\V��
OHW�XV�NQRZ�\RXU�WKRXJKWV��:H�DSSUHFLDWH�\RXU�VXSSRUW�DQG�LQVLJKW�

&RQVROLGDWLRQ��/HDUQLQJ�IURP�WKH�&UDIW�%HHU�0DUNHW
%\ $OOHDK�+HLVH

7KH�FUDIW�EHHU�LQGXVWU\�KDV�VHHQ�VXEVWDQWLDO�FRQVROLGDWLRQ�LQ�WKH�ODVW�ILYH�\HDUV��HYHQ�DV�VWDUW�XSV�
FRQWLQXH�WR�HPHUJH� :KLOH�MXVW�WKUHH�ODUJH�FRPSDQLHV�RFFXS\�����RI�WKH�PDUNHW�VKDUH��WKH�³VXSSRUW�
ORFDO´�PRYHPHQW�DQG�RXU�JURZLQJ�DSSHWLWH�IRU�EHHU�FUHDWH�IDYRUDEOH�FRQGLWLRQV�IRU�WKH�VWDUW�XS�DQG�VDOH�RI�
VPDOOHU�FUDIW�EHHU�EXVLQHVVHV�

:KHQ�H[DPLQLQJ�ZKHWKHU�FRQVROLGDWLRQ�LV�D�YLDEOH�RSWLRQ��PLFUREUHZHULHV�IDFH�VLPLODU�LVVXHV�DV�
DJULFXOWXUH��$FFHVV�WR�ILQDQFLDO�UHVRXUFHV�DQG�H[SHUWLVH��D�GLUHFW�OLQN�WR�WKH�FRQVXPHU��DQG�DQ�LQWHUHVWLQJ��
ZHOO�WROG�VWRU\�DOO�EUHHG�EUDQG�OR\DOW\�DQG�D�FDVH�IRU�RQJRLQJ�JURZWK��:KDW��WKHQ��DUH�VRPH�WUHQGV�WKDW�ZH�
FDQ�WDNH�IURP�WKH�FUDIW�EHHU�LQGXVWU\�DQG DSSO\�WR�DJULFXOWXUH"

+DYH�D�VWUDWHJ\� 0DQ\�ORFDO�EUHZHULHV�HYHQWXDOO\�UHDFK�D�SRLQW�ZKHUH�WKH\�PXVW�GHWHUPLQH�WKHLU�
VWUDWHJ\��'R�WKH\�ZDQW�WR�FRQWLQXH�WR�IRFXV�RQ�WKHLU�ORFDO�FRPPXQLW\�RU�GR�WKH\�ZDQW�WR�GHYHORS�
SURFHVVHV�DQG�SURFHGXUHV�WKDW�VXSSRUW�EUHZLQJ�EHHU�IRU�D�PXFK�ODUJHU�UHJLRQDO�RU�HYHQ�QDWLRQDO�
DXGLHQFH"�'RHV�VHOOLQJ�D�SDUWLDO�LQWHUHVW�FUHDWH�D�UHYHQXH�VWUHDP�WKDW�SURPRWHV�WKH�DELOLW\�WR�VFDOH�WKH�
EXVLQHVV"

6SHHG�LV�NH\��,I�WKHUH�LV�DQ�RSSRUWXQLW\�WR�FRQVROLGDWH�± HLWKHU�LQ�EX\LQJ�RU�VHOOLQJ�± GR�QRW�ZDLW��$UULYLQJ�
ODVW�DW�WKH�SDUW\�UDUHO\�LV�D�JRRG�WKLQJ��HVSHFLDOO\�ZKHQ�EHHU�LV�LQYROYHG��$OO�WKDW�LV�OHIW�LV�FOHDQ�XS��7KH�
VDPH�LV�WUXH�LQ�SXUVXLQJ�PLFUREUHZHU\�FRQVROLGDWLRQ��7KRVH�WKDW�ZHUH�ILUVW�WR�VHOO�ZHUH�DEOH�WR�FUHDWH�WKHLU�
RZQ�WHUPV�DQG�SURDFWLYHO\�VHW�WKH�PDUNHW�

&UHDWH�DOOLDQFHV� $Q�HPHUJLQJ�WUHQG�KDV�UHJLRQDO�EUHZHULHV�MRLQLQJ�IRUFHV�WR�JDLQ�PDUNHW�VKDUH� &UHDWLQJ�
QHZ�KROGLQJ�FRPSDQLHV�ZKHUH�VPDOO�EUHZHUV�FDQ�VKDUH�WKH�FRVW�RI�RSHUDWLRQV��PDUNHWLQJ��DQG�RWKHU�
H[SHQVHV�DOORZV�WKHP�WR�EH�PRUH�FRPSHWLWLYH�LQ�DIIRUGDEO\�JHWWLQJ�WKHLU�SURGXFW�WR�FRQVXPHUV�ZKLOH�
PDLQWDLQLQJ�WKHLU�LQGLYLGXDO�LGHQWLWLHV�

$V�DJULFXOWXUH�FRQWLQXHV�DORQJ�WKH�FRQVROLGDWLRQ�FXUYH��ZH�FDQ�GUDZ�PDQ\�LQVLJKWV�IURP�WKH�FUDIW�EHHU�
LQGXVWU\� 6HHLQJ�WKHLU�VWUDWHJLHV�DQG�GHFLVLRQV�LV�OLNHO\�WR�JHW�RXU�RZQ�FUHDWLYLW\�EUHZLQJ�

&RQVROLGDWLRQ� /HVVRQV�IURP�%DQNLQJ
%\�/DQFH�:RRGEXU\

7KH�QXPEHU�RI�FRPPXQLW\�EDQNV�LQ�WKH�86�KDV�GHFUHDVHG�IURP��������WR�DERXW�������VLQFH�������DQG�
VRPH�VD\�WKH�QXPEHU�ZLOO�OLNHO\�HQG�XS�EHWZHHQ�������DQG�������LQ�D�IHZ�PRUH�\HDUV��&RQVROLGDWLRQ�KDV�
EHHQ�GULYHQ�E\�WKH�QHHG�WR�PHHW�UHJXODWRU\�UHTXLUHPHQWV��LPSOHPHQW�EHWWHU�WHFKQRORJ\��RIIHU�PRUH�
SURGXFWV�DQG�VHUYLFHV��RU�PHHW�WKH�VXFFHVVLRQ�QHHGV�RI�WKH�RZQHUV��

&ĂŵŝůǇ��ƵƐŝŶĞƐƐ�/ŶƐŝŐŚƚ�ĨŽƌ�ǇŽƵƌ��ŐƌŝĐƵůƚƵƌĞ��ŽŵƉĂŶǇ�
DĂǇ ϮϬϭϵ
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$JULFXOWXUH�KDV�VHHQ�LWV�VKDUH�RI�FRQVROLGDWLRQ�LQ�WKH�KRJ�DQG�SRXOWU\�VHFWRUV��WKH�FDWWOH�IHHGLQJ�DQG�
PHDWSDFNLQJ�VHFWRUV��DQG�WKH�GDLU\�VHFWRU�KDV�EHHQ�SDUWLFXODUO\�DIIHFWHG�LQ�UHFHQW�\HDUV��$V�ZH�ORRN�DW�
FDWWOH�SURGXFHUV�DQG�URZ�FURS�IDUPHUV�DQG�WKH�FRPLQJ�FRQVROLGDWLRQ��ZKDW�DUH�VRPH�RI�WKH�OHVVRQV�ZH�
PLJKW�WDNH�IURP�WKH�EDQNLQJ�LQGXVWU\"�

�� *HW�\RXU�ILQDQFLDO�DQG�SURGXFWLRQ�LQIRUPDWLRQ�LQ�JRRG�VKDSH�:KHWKHU�DFTXLULQJ�RU�EHLQJ�
DFTXLUHG��EHLQJ�RQ�WRS�RI�\RXU�QXPEHUV�FDQ�KHOS�\RX�PRYH�TXLFNO\��+RZ�PXFK�JURZWK�FDQ�\RX�
KDQGOH�ZLWKRXW�FUHDWLQJ�WRR�PXFK�ULVN"�,I�\RX�DUH�VHOOLQJ�\RXU�EXVLQHVV��KDYLQJ�\RXU�QXPEHUV�
HDVLO\�DFFHVVLEOH KHOSV�\RX�NQRZ�ZKHQ�LW¶V�WLPH�WR�VHOO��DQG�FDQ�RIIHU�\RX�IOH[LELOLW\�LQ�DSSURDFKLQJ�
RU�QHJRWLDWLQJ�ZLWK�PXOWLSOH�EX\HUV�RYHU�D�ORQJHU�WLPH�SHULRG��

�� 8QGHUVWDQG�\RXU�VWUHQJWKV�DQG�ZHDNQHVVHV� :KHWKHU�LW�LV�\RXU�ORFDWLRQ��\RXU�VWDII��WKH�
FRQWLJXLW\�RI�\RXU�ODQG��WKH�TXDOLW\�RI�\RXU�VRLOV��RU�WKH�QXPEHU�RI ODQGRZQHUV��VSHQG�VRPH�WLPH�
DUWLFXODWLQJ�ZKDW�\RX�EULQJ�WR�WKH�WDEOH��,I�\RX�DUH�D�VHOOHU� LW�KHOSV�SRVLWLRQ�WKH�EXVLQHVV�IRU�YDOXH��
,I�\RX DUH D�EX\HU��\RX�EHFRPH�FOHDUHU�DERXW�KRZ�WKH�SXUFKDVH�ZLOO�DFFHOHUDWH�\RXU�SHUIRUPDQFH�
RU�GLYHUVLI\�\RXU�EXVLQHVV�

�� %H�HDUO\�UDWKHU�WKDQ�ODWH� ,I�\RX�UHPHPEHU�������WKHUH�ZHUH�VHYHUDO�IRUFHG�DFTXLVLWLRQV�DPRQJ�
EDQNV��)RUFHG�WUDQVDFWLRQV�UHGXFH�WKH�WLPH�IRU�DQDO\VLV�DQG�UHPRYH�WKH�FRQWURO��IOH[LELOLW\��DQG�
DUJXDEO\�VRPH�RI�WKH�YDOXH�IURP�WKH�VHOOHU��$�YROXQWDU\�DSSURDFK�E\�ERWK�SDUWLHV�PDNHV�IRU�D�
VPRRWKHU�WUDQVLWLRQ�

(YHU\�LQGXVWU\�JRHV�WKURXJK�FRQVROLGDWLRQ�DW�VRPH�OHYHO��DQG�DJULFXOWXUH��ZLWK�LWV�FXUUHQW�ORZ�SULFHV�DQG�
KLJK�DYHUDJH�IDUPHU�DJH��ZLOO�VHH�PRUH�RI�LW��8VH�OHVVRQV�IURP�RWKHU�LQGXVWULHV�WR�EH�UHDG\�IRU�ZKDW�ZH�
NQRZ�ZH�ZLOO�H[SHULHQFH�

)DLWK�DQG�)DPLO\�%XVLQHVV
&RQVROLGDWLRQ��7KH�([SHULHQFH�RI�5HOLJLRXV�&RQJUHJDWLRQV
%\ 'U��%LOO�/RQJ

2QH�XVXDOO\�GRHVQ¶W�WKLQN�RI�WKH�FKXUFK�DV�SURYLGLQJ�PDQ\�OHVVRQV�WR�SURGXFWLRQ�DJULFXOWXUH� %XW�LI�ZH�SXW�
RXU�HDU�WR�WKH�JURXQG�DQG�UHDOL]H�VRPH�VWDUN�UHDOLWLHV�DERXW�$PHULFDQ�FKXUFKHV��ZH�VHH�WKDW�FKDOOHQJHV�
WKH\�IDFH��RIWHQ�XQVXFFHVVIXOO\��LQ�WUDQVPLWWLQJ�IDLWK�DQG�D�OLYHO\�VHQVH�RI�FRPPXQLW\�WR�WKH�QH[W�
JHQHUDWLRQ DUH�PLUURUHG�LQ�WKH�IDUP�H[SHULHQFH�

7ZR�VWRULHV�IURP�P\�SHUVRQDO NQRZOHGJH�LOOXVWUDWH�WKH�SUHVVXUHV�RQ�FKXUFKHV�WRGD\� 0\�QLHFH�LV�
PDUU\LQJ�D�0HWKRGLVW�PLQLVWHU�ODWHU�WKLV�\HDU� +H�VHUYHV�QRW�RQH��EXW�IRXU�FRQJUHJDWLRQV� 7KH�ODUJHVW�RI�
WKHVH�KDV�WZHQW\�ILYH�ZRUVKLS�DWWHQGHHV�ZKLOH�WKH�VPDOOHVW�KDV�VL[� 7KH\�DUH�DOO�ZLWKLQ�D�WKLUW\� PLQXWH�
GULYH�RI�HDFK�RWKHU� 0LJKW�FRQVROLGDWLRQ�PDNH�VHQVH" <HV� 'R�WKH\�ZDQW�WR�FRQVROLGDWH" 1R�ZD\� 7KH�
FRPIRUWV�RI�PHPRU\��FRPELQHG�ZLWK�WKH�GLIILFXOW\�RI�LPDJLQLQJ�DQ�DOWHUQDWLYH�VFHQDULR��OHDG�PDQ\�
FRQJUHJDWLRQV�WR�SUHIHU�GHDWK�WR�OLIH�

7KHQ��RQ�WKH�RWKHU�KDQG��LQ�P\�FRPPXQLW\�DUH�D�QXPEHU�RI�QHZ�FKXUFK�³VWDUW�XSV�´ 7KH\�DOO�VHHP�WR�EH�
FDOOHG�WKLQJV�OLNH�³$EXQGDQW�/LIH´�&KXUFK�RU�³5HOHYDQW´�&KXUFK�RU�VRPHWKLQJ�VLPLODU� 6WRFNHG�ZLWK�\RXQJ�
SHRSOH�ZKR�VLQJ�FKRUXVHV�XQNQRZQ�WR�WKRVH�LQ�WKH VPDOOHU�FRQJUHJDWLRQV��WKHVH�QHZHU�
FKXUFKHV VHHP WR�EH�WKULYLQJ� %XW�RQH�ZRQGHUV�LI�WKHVH�KDYH�VSUXQJ�XS�PRUH�RXW�RI�ZHDNQHVV�WKDQ�
VWUHQJWK��DQG�ZKHWKHU�WKH\�ZLOO�VRRQ�IDFH�WKH�LVVXHV�RI�WKH�IRXU�SRLQW�0HWKRGLVW�FLUFXLW�

7KH�FKXUFK�LQ�RXU�GD\�LV��LQ�PDQ\�LQVWDQFHV��QRW�SDVVLQJ�GRZQ�LWV�OHJDF\�VXFFHVVIXOO\�WR�WKH�QH[W�
JHQHUDWLRQ� ,VVXHV�RI�FRPPXQLW\�VW\OH��RI�PHPRULHV�DWWDFKHG�WR�D�SODFH��RI�XQZLOOLQJQHVV�WR�OHW�JR�RI�
SRZHU��RI�LPSDWLHQFH�ZLWK�WKH�SDFH�RI�FKDQJH²DOO�RI�WKHVH�DUH�SHUKDSV�PLUURUHG�LQ�WKH�VWUXJJOH�RI�IDUP�
IDPLOLHV�DV�WKH\�SDVV�GRZQ�WKHLU�OHJDF\��DQG�SURSHUW\��WR�WKH�QH[W�JHQHUDWLRQ� ,I�WKHUH�LV�RQH�OHVVRQ�WKH�
FKXUFK�WHDFKHV��LW�LV�WKDW�LW�LV�YHU\�GLIILFXOW��EXW�DOPRVW�DOZD\V�ZRUWK�LW��WR�SDVV�GRZQ�WKH�³IDLWK�´ :RXOG�WKH�
IDUPLQJ�FRPPXQLW\�VD\�³$PHQ�´�WR�WKDW"


