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'HYHORSPHQWV�LQ�&RQVXPHU�3ULFHV�

��� 7KH� PDLQ� IDFWRUV� GHWHUPLQLQJ� FRQVXPHU� LQIODWLRQ� LQ� )HEUXDU\� ����� DUH� L�� WKH�

LQFUHDVH� LQ�6SHFLDO� &RQVXPSWLRQ�7D[� �6&7��RI� FLJDUHWWHV� DQG�DOFRKRO�� LL�� WKH�FXW� LQ�

9$7�DW�WKH�EHJLQQLQJ�RI�WKH�\HDU�LLL��WKH�DSSUHFLDWLRQ�RI�WKH�1HZ�7XUNLVK�/LUD��

��� 7KH�LQFUHDVH�LQ�WKH�6&7�RI�FLJDUHWWHV�DQG�DOFRKRO��FDXVHG�LQFUHDVHV�LQ�WKH�SULFHV�

RI�DOFRKROLF�EHYHUDJHV�LQ�UDWHV�YDU\LQJ�EHWZHHQ������SHUFHQW�DQG������SHUFHQW�DW�WKH�

EHJLQQLQJ�RI� WKH�PRQWK�� ,Q� WKH�GD\V� WKDW� IROORZHG�� WKH�6&7� LQFUHDVHV� OHG� WR�D�����

SHUFHQW�ULVH�LQ�VRPH�IRUHLJQ�FLJDUHWWHV��$FFRUGLQJO\��LQ�)HEUXDU\�������WKH�LWHP�ZLWK�

WKH�KLJKHVW�UDWH�RI�LQFUHDVH�ZLWKLQ�WKH�&3,�EHFDPH�DOFRKROLF�EHYHUDJHV�DQG�WREDFFR�

SURGXFWV�ZLWK������SHUFHQW��

��� 7KH�IDFW�WKDW�WKH�VKDUH�RI�DOFRKROLF�EHYHUDJHV�DQG�WREDFFR�JURXS��ZKRVH�SULFHV�

DUH� GHWHUPLQHG�PRVWO\� E\� WKH� SXEOLF�� KDV� ULVHQ� UHPDUNDEO\� DFFRUGLQJ� WR� WKH� LQGH[�

ZLWK� ����� EDVH� \HDU� FRPSDUHG� WR� WKH� LQGH[� ZLWK� ����� EDVH� \HDU�� LQGLFDWHV� WKDW�

OXPS�VXP�WD[�LQFUHDVHV�ZLOO�EH�PRUH�LQIOXHQWLDO�RQ�LQIODWLRQ�FRPSDUHG�WR�WKH�SUHYLRXV�

SHULRG��7KDW�LV�ZK\�LW�LV�LPSRUWDQW�WR�PDNH�WKHVH�LQFUHDVHV�FRPSDWLEOH�ZLWK�WKH�HQG�

\HDU�WDUJHW�DQG�VSUHDG�WKHP�WKURXJKRXW�WKH�\HDU��

��� %HVLGHV� WKH� LQFUHDVH� LQ� WKH� 6&7�� DQRWKHU� WD[� LVVXH� DIIHFWLQJ� )HEUXDU\� LQIODWLRQ�

ZDV�D����SHUFHQW�FXW� LQ�WKH�9$7�RQ�IRRG��HGXFDWLRQ�DQG�KHDOWK��7KH�LPSDFW�RI�WKH�

FXW� ZDV� QRW� YHU\� YLVLEOH� LQ� WKH� IRRG� DQG� QRQ�DOFRKROLF� EHYHUDJHV� JURXS� GXH� WR�

VHDVRQDO� SULFH� LQFUHDVHV�� +RZHYHU�� SULFH� LQFUHDVHV� KDYLQJ� UHDOL]HG� EHORZ� VHDVRQDO�

DYHUDJHV�LQ�WKLV�JURXS�LQ�-DQXDU\�DQG�)HEUXDU\��KLJKOLJKW�WKH�IDFW�WKDW�WKH�GHFOLQH�LQ�

&3,�DQG�6SHFLDO�&3,�$JJUHJDWHV��*�� 33,�DQG�0DQXIDFWXULQJ�,QGXVWU\�
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9$7� PLJKW� KDYH� EHHQ� HIIHFWLYH�� 2Q� WKH� RWKHU� KDQG�� LQ� WKH� HGXFDWLRQ� DQG� KHDOWK�

JURXSV��WKH�LQIOXHQFH�RI�9$7�FXW�LV�PRUH�DSSDUHQW��SULFHV�RI�HGXFDWLRQ�VHUYLFHV�KDYH�

GURSSHG�E\������SHUFHQW�LQ�WKH�ODVW�WZR�PRQWKV��'XULQJ�WKLV�SHULRG��LQ�ZKLFK�SULFHV�

RI�KHDOWK�VHUYLFHV�DUH�JHQHUDOO\�DGMXVWHG�IRU�WKH�QH[W�VL[�PRQWKV��WKH�SULFH�LQFUHDVHV�

LQ� WKH�KHDOWK�VHUYLFHV�JURXS��ZHUH� UHFRUGHG�DW�KLVWRULFDOO\� ORZ� OHYHOV��+HDOWK�JURXS�

SULFHV�ZKLFK�KDG�ULVHQ������SHUFHQW� LQ�WKH�-DQXDU\�)HEUXDU\�SHULRG�RI�WKH�SUHYLRXV�

\HDU��LQFUHDVHG�E\�RQO\������SHUFHQW�LQ�WKH�VDPH�SHULRG�WKLV�\HDU��7KXV��WKH�DQQXDO�

SULFH� LQFUHDVH�LQ�WKH�KHDOWK�JURXS�WKDW�VWRRG�DW�������SHUFHQW�E\�WKH�HQG�RI�������

GHFOLQHG�WR������SHUFHQW��DV�RI�)HEUXDU\��

��� $ORQJ� ZLWK� WKLV�� LQ� WKH� 1RYHPEHU� ����� DQG� )HEUXDU\� ����� SHULRG�� WKH�

DSSUHFLDWLRQ�RI�WKH�1HZ�7XUNLVK�OLUD�LQ�WHUPV�RI�WKH�86�GROODU�ZLWK�WKH�DYHUDJH�YDOXH�

RI� ����� SHUFHQW� OLPLWHG� WKH� SULFH� LQFUHDVH� LQ� PRVW� RI� WKH� JRRGV� LWHPV�� ,QGHHG��

DFFRUGLQJ�WR�WKH�VHULHV�REWDLQHG�XVLQJ�WKH�WKUHH�GLJLW�FODVVLILFDWLRQ�RI�WKH�LQGH[�ZLWK�

����� EDVH� \HDU�� SULFHV� RI� WKH� JRRGV� JURXS� GHFOLQHG� E\� ����� SHUFHQW� LQ� )HEUXDU\�

������ ,Q� DGGLWLRQ� WR� WKLV��H[FKDQJH�UDWH�GHYHORSPHQWV�ZHUH�DOVR� LQIOXHQWLDO�RQ� WKH�

����� SHUFHQW� GHFOLQH� LQ� WKH� HQWHUWDLQPHQW� DQG� FXOWXUH� JURXS� �LQ� WKH� QHZ� LQGH[��

WHFKQRORJLFDO�JRRGV�OLNH�'9'�SOD\HUV�DQG�ODSWRSV�DUH�LQFOXGHG�LQ�WKLV�JURXS����

�����2Q� WKH� RWKHU� KDQG�� SULFHV� RI� WKH� VHUYLFHV� JURXS� URVH� E\� ����� SHUFHQW� LQ�

)HEUXDU\�� 7KRXJK� WKLV� UDWH� LV� DERYH� WKH� LQFUHDVHV� LQ� WKH� JHQHUDO� &3,� DQG� JRRGV�

SULFHV��LW�LV�FRQVLGHUDEO\�EHORZ�WKH�)HEUXDU\�LQFUHDVHV�RI�SUHYLRXV�\HDUV��:KLOH�SULFHV�

RI� UHVWDXUDQW�KRWHO� VHUYLFHV� DQG� UHQWV� URVH� E\� ����� SHUFHQW� DQG� ����� SHUFHQW��

UHVSHFWLYHO\�� WKH� GHFOLQH� LQ� WKH� SULFHV� RI� HGXFDWLRQ� DQG� KHDOWK� VHUYLFHV� E\� �����

SHUFHQW�DQG������SHUFHQW�SDUWLDOO\�FRPSHQVDWHG�IRU�WKHVH�LQFUHDVHV���

)LJXUH����&3,�DQG�&3,�([FO��8QSURFHVVHG�)RRG�

$QQXDO�3HUFHQWDJH�&KDQJH� 0RQWKO\�3HUFHQWDJH�&KDQJH�
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'HYHORSPHQWV�LQ�3URGXFHU�3ULFHV�

�����,Q�)HEUXDU\�� WKH�33,� LQFUHDVHG�E\������SHUFHQW��&RPSDUHG�WR�'HFHPEHU�������

WKH�33,� GHFUHDVHG� E\������SHUFHQW�DQG� FRPSDUHG� WR� WKH� VDPH�PRQWK� ODVW� \HDU�� LW�

LQFUHDVHG�E\�������SHUFHQW��

�����:KLOH�PRQWKO\� DJULFXOWXUDO� SULFHV� GURSSHG� E\������ SHUFHQW�� WKH�33,�� H[FOXGLQJ�

DJULFXOWXUH���WKH�LQGXVWULDO�VHFWRU��LQFUHDVHG�E\������SHUFHQW��,Q�\HDU�RQ�\HDU�WHUPV��

WKH�IRUPHU�LQFUHDVHG�E\������SHUFHQW�DQG�WKH�ODWWHU�E\�������SHUFHQW��,Q�WKH�OLJKW�RI�

WKHVH�ILJXUHV��LW�FDQ�EH�DVVHUWHG�WKDW�WKH�UHODWLYH�SULFHV�KDYH�GHYHORSHG�F\FOLFDOO\�LQ�

IDYRU�RI�WKH�LQGXVWULDO�VHFWRU���

�����0DQXIDFWXULQJ� LQGXVWU\� SULFHV� LQFUHDVHG� E\� ����� SHUFHQW� LQ� )HEUXDU\�� 7KH� ����

SHUFHQW� ULVH� LQ� FRNH� FRDO� DQG� UHILQHG� RLO� SULFHV�� ZKLFK� VWHPPHG� IURP� WKH�

GHYHORSPHQWV� LQ� LQWHUQDWLRQDO� RLO� SULFHV�� EHFDPH� WKH� SULPDU\� GHWHUPLQDQWV� RI� WKLV�

LQFUHDVH��$V�WKH�XQIDYRUDEOH�LPSDFW�RI�LQWHUQDWLRQDO�HQHUJ\�SULFHV�RQ�PDQXIDFWXULQJ�

LQGXVWU\�SULFHV�LV�H[SHFWHG�WR�SHUVLVW�LQ�WKH�XSFRPLQJ�SHULRG��LW�LV�LPSRUWDQW�WKDW�RLO�

SULFHV�DUH�FORVHO\�IROORZHG��

�����(QHUJ\�SULFHV��HOHFWULFLW\��JDV��ZDWHU��ZLWKLQ�WKH�33,�LQFUHDVHG�E\������SHUFHQW��

7KH�\HDU�RQ�\HDU�ULVH�LQ�HQHUJ\�SULFHV�KDV�UHDFKHG������SHUFHQW��

�����7REDFFR�SURGXFWV� SULFHV�ZLWKLQ� WKH�PDQXIDFWXULQJ� VHFWRU� KDYH�GHFUHDVHG�E\�D�

VLJQLILFDQW�������SHUFHQW��ZKLFK�FDQ�EH�DFFHSWHG�DV�WKH�HIIHFW�RI�WKH�ULVH�LQ�6&7�RQ�

WREDFFR� SURGXFWV�� $V� WD[HV� DUH� QRW� LQFOXGHG� LQ� WKH� FDOFXODWLRQ� RI� WKH� SURGXFWLRQ�

SULFHV��DQ\� ULVH� LQ�6&7�H[HUWV�D�GRZQZDUG�SUHVVXUH�RQ�SULFHV�H[FOXGLQJ� WD[��:KLOH�

WKLV� LPSOLHV� D� GHFOLQH� LQ�SURILW�PDUJLQV�� LW� LV� EHOLHYHG� WKDW� D�GLUHFW� FRUUHVSRQGHQFH�

FDQQRW�EH�HVWDEOLVKHG�EHWZHHQ�WKH�GHFOLQH�LQ�WREDFFR�SURGXFWV�SULFHV�DQG�SURGXFWLRQ�

FRVWV��

�����,Q� WKH� PDQXIDFWXULQJ� LQGXVWU\� VHFWRU�� SULFHV� LQ� WKH� EDVLF� PHWDO� LQGXVWU\�

GHFUHDVHG� E\� ����� SHUFHQW� LQ� )HEUXDU\�� 0HDQZKLOH�� SULFHV� RI� PHWDO� SURGXFWV�

LQFUHDVHG�E\������SHUFHQW�DQG�PDFKLQHU\�HTXLSPHQW�E\������SHUFHQW��,W�LV�H[SHFWHG�

WKDW� WKH�GHFOLQH� LQ� WKH�EDVLF�PHWDO� LQGXVWU\�SULFHV�ZLOO� EH� UHIOHFWHG� LQ� WKH�SULFHV�RI�

PHWDO�SURGXFWV�DQG�PDFKLQHU\�HTXLSPHQW��+RZHYHU��WKH�GRZQZDUG�HIIHFW�PLJKW�EH�

UDWKHU�OLPLWHG�DV�LQWHUQDWLRQDO�EDVLF�PHWDO�SULFHV�DUH�RQ�WKH�ULVH���



�����7KH����SHUFHQW�GHFOLQH�LQ�WKH�SULFHV�RI�RIILFH�PDFKLQHV�PDQXIDFWXULQJ�LV�DOVR�D�

GHYHORSPHQW�ZRUWK�QRWLQJ��+RZHYHU��WKH�VXEMHFW�GHFOLQH�LV�EHOLHYHG�WR�EH�FDXVHG�E\�

WKH�DQQXDO�SULFH�DGMXVWPHQWV�DQG�QR�IXUWKHU�GRZQZDUG�SULFLQJ�LV�H[SHFWHG��2Q�WKH�

FRQWUDU\��WKH�SULFHV�LQ�WKLV�VHFWRU�DUH�OLNHO\�WR�GLVSOD\�D�JUDGXDO�EXW�OLPLWHG�ULVH�GXH�

WR�LQSXW�FRVWV�DQG�GHPDQG�GHYHORSPHQWV�WKURXJKRXW�WKH�\HDU��

�

)LJXUH����33,�DQG�0DQXIDFWXULQJ�,QGXVWU\�3ULFHV�

$QQXDO�3HUFHQWDJH�&KDQJH� 0RQWKO\�3HUFHQWDJH�&KDQJH�
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,QIODWLRQ�'HYHORSPHQWV�

�����7RZDUGV�WKH�HQG�RI�������WKHUH�KDV�EHHQ�D�GRZQZDUG�PRYHPHQW�LQ�WKH�LQIODWLRQ�

WUHQG�GXH�WR�D�VORZGRZQ�LQ�WKH�ULVH�LQ�FRVWV��,QIODWLRQ�ILJXUHV�RI�)HEUXDU\�VXSSRUW�D�

IDYRUDEOH� RXWORRN�� ,W� LV� H[SHFWHG� WKDW� WKH� KLVWRULFDOO\� ORZ� DFFXPXODWHG� LQIODWLRQ�

ILJXUHV� UHFRUGHG� LQ� )HEUXDU\�ZRXOG� SXVK� WKH� LQIODWLRQ� H[SHFWDWLRQV� GRZQ��7KLV�ZLOO�

FRQWULEXWH� WR� WKH� HDVLQJ� RI� WKH� ULJLGLW\� FUHDWHG� E\� VHUYLFHV� VHFWRU� SULFHV� DQG� WKH�

LQHUWLD�LQ�LQIODWLRQ��

�����,W� ZRXOG� EH� XVHIXO� WR� H[FOXGH� WKH� &3,� IURP� WKH� HIIHFWV� RI� VRPH� H[RJHQRXV�

IDFWRUV� IRU� D� EHWWHU� HYDOXDWLRQ� RI� WKH� LQIODWLRQ� ILJXUHV�� )RU� LQVWDQFH�� XQH[SHFWHG�

FKDQJHV� LQ� UDZ� PDWHULDO� SULFHV�� SULFHV� DIIHFWHG� E\� ZHDWKHU� FRQGLWLRQV� DQG� SXEOLF�

SULFHV� PD\� DIIHFW� LQGLFHV� DQG� OHDG� WR� PLVLQWHUSUHWDWLRQ� RI� PDLQ� LQIODWLRQ� WUHQG��

0RUHRYHU�� WKH� DEVHQFH� RI� ZHOO�HVWDEOLVKHG� ILVFDO� GLVFLSOLQH� DQG� VWUXFWXUDO� FKDQJHV�

WKDW�WKH�HFRQRP\�XQGHUJRHV�FDQ�OHDG�WR�IUHTXHQW�FKDQJHV�LQ�WD[HV��7KH�VSHFLDO�&3,�

DJJUHJDWHV��)�DQG�*���ZKLFK�KDYH�EHHQ�GHYHORSHG�ZLWK�WKH�DLP�RI�LVRODWLQJ�LQIODWLRQ�

IURP� VXFK� H[WHUQDO� IDFWRUV�� KDYH� GLVSOD\HG� D� GHFOLQLQJ� WUHQG� VLQFH� 2FWREHU� ������

7KHUHIRUH��LW�FDQ�EH�DVVHUWHG�WKDW�WKH�GRZQZDUG�WUHQG�LQ�RYHUDOO�LQIODWLRQ�FRQWLQXHV��

�����0HDQZKLOH��GHYHORSPHQWV� LQ�SURGXFHU�SULFHV� VXE�LWHPV�HPLW�SRVLWLYH� VLJQDOV�DV�

WR�WKH�IXWXUH�LQIODWLRQ�WUHQG��$V�WKH�33,�KDV�VWDUWHG�WR�EH�FRQVWUXFWHG�IURP�SUH�WD[�

SURGXFHU�SULFHV�ZLWK�WKH�QHZ�LQGH[��WKH�LQIRUPDWLRQ�FRQWDLQHG�LQ�SURGXFHU�SULFHV�IRU�

FRQVXPHU�SULFHV�KDV�ZHDNHQHG��+RZHYHU��WKH�DFFXPXODWHG�GHFOLQH�LQ�WKH�33,�LQ�WKH�

ILUVW�WZR�PRQWKV�RI�WKH�\HDU�ZRXOG�KHOS�OLPLW�WKH�ULVH�LQ�FRQVXPHU�SULFHV�WKURXJK�WKH�

FRVW� FKDQQHO�� $V� D� UHVXOW�� LQIODWLRQ� ILJXUHV� UHFRUGHG� LQ� WKH� ILUVW� WZR� PRQWKV� DUH�

SURPLVLQJ���

�����:KLOH�DQDO\]LQJ�LQIODWLRQ��WKH�&HQWUDO�%DQN�WDNHV�LQWR�DFFRXQW�WKH�PHGLXP�WHUP�

RXWORRN� DQG� PDNHV� XVH� RI� SDVW� LQIODWLRQ� ILJXUHV� IRU� LQIRUPDWLRQ� WKDW� WKH\� SURYLGH�

DERXW� WKH� IXWXUH� LQIODWLRQ� WUHQG��$Q\�GRZQZDUG�XSZDUG�PRYHPHQW� LQ� LQIODWLRQ� LQ�D�

JLYHQ� PRQWK� GRHV� QRW� PHDQ� DQ� RYHUDOO� XSZDUG�GRZQZDUG�PRYHPHQW� LQ� LQIODWLRQ��

7KHUHIRUH�� RSWLQJ� IRU�D�PHGLXP�WHUP�SRLQW�RI� YLHZ� LV�YHU\� LPSRUWDQW�ZKLOH�PDNLQJ�

VXFK�DQ�DQDO\VLV��6HDVRQDO�FRQGLWLRQV��SXEOLF�SULFH�DGMXVWPHQWV��FKDQJHV�LQ�WD[�UDWHV�

DQG� RLO� SULFHV� FDQ� HDVLO\� OHDG� WR� ORZHU�KLJKHU� UDWHV� LQ� LQIODWLRQ� LQ� DQ\�PRQWK�� )RU�

LQVWDQFH�� LQ� $XJXVW� ������ WKH� FXUUHQW� LQIODWLRQ� ILJXUHV� ZHUH� KLJKHU�WKDQ�H[SHFWHG��

KRZHYHU� WKH� &HQWUDO� %DQN� LQWHUSUHWHG� WKH� LQIRUPDWLRQ� FRQWDLQHG� LQ� WKHVH� ILJXUHV�



FRUUHFWO\� DQG� ORZHUHG� LQWHUHVW� UDWHV� E\� SURMHFWLQJ� WKDW� WKH� IXWXUH� LQIODWLRQ� WUHQG�

ZRXOG�EH�GRZQZDUd. The Bank’s projections proved to be true as the favorable trend 

in inflation continued. We would like to underline that closely monitoring the Bank’s 

IXWXUH� LQIODWLRQ� WUHQG� SURMHFWLRQV� ZRXOG� DVVLVW� DQG� HQKDQFH� FRPSUHKHQVLRQ� RI� WKH�

Bank’s decisions and�GLVFRXUDJH�QHJDWLYH�FULWLFV�WKDW�FRXOG�XQGHUPLQH�WKH�FUHGLELOLW\�

RI�PRQHWDU\�SROLFHV���

���� Likewise, another false evaluation is made about  “deflation danger.” Deflation is 

GHVFULEHG�DV�D�SHUVLVWHQW�GHFUHDVH� LQ� WKH�JHQHUDO�SULFH� OHYHO��7KH�GURS�REVHUYHG� LQ�

LQIODWLRQ� LQ� UHFHQW� PRQWKV� VKRXOG� QRW� EH� SHUFHLYHG� DV� DQ� RQJRLQJ� GHFOLQH� LQ� WKH�

JHQHUDO� OHYHO� RI� SULFHV�� &RQVLGHULQJ� WKH� WUHQG� RI� WKH� &3,� DQG� WKH� VSHFLDO� &3,�

DJJUHJDWHV�� LW� LV� FOHDU� WKDW� WKH� 7XUNLVK� HFRQRP\� LV� IDU� IURP� GHIODWLRQ�� FRQWUDU\� WR�

VRPH�VWDWHPHQWV�PDGH�LQ�SXEOLF��)XUWKHUPRUH��VXFK�D�ULVN� LV�RXW�RI�TXHVWLRQ�LQ�WKH�

PHGLXP� WHUP� JLYHQ� WKDW� HFRQRPLF� UHIRUPV� DUH� FRQWLQXRXVO\� FDUULHG� RXW�� ,Q� WKH�

KDUPRQL]DWLRQ� SURFHVV� WR� WKH� (8�� WKH� LQFUHDVLQJ� SURGXFWLYLW\� LQ� VHFWRUV� VXEMHFW� WR�

IRUHLJQ�WUDGH�ZLOO�EROVWHU�UHDO�ZDJHV��7KLV�LQFUHDVH�LQ�UHDO�ZDJHV�ZLOO�UDLVH�ZDJHV�LQ�

WKH�VHUYLFHV�VHFWRU�DQG�FRQWLQXH�WR�H[HUW�SUHVVXUH�RQ�SULFHV�LQ�WKH�RYHUDOO�HFRQRP\��

7KLV�VLWXDWLRQ��ZKLFK�LV�DOVR�UHIHUUHG�WR�DV�WKH�%DODVVD�6DPXHOVRQ�HIIHFW��LV�IUHTXHQWO\�

VHHQ� LQ� WKH� HFRQRPLHV�RI�GHYHORSLQJ�FRXQWULHV��)RU� WKLV� UHDVRQ�� GHIODWLRQ� LV� RXW� RI�

TXHVWLRQ� DQG� LW� LV� DOPRVW� LQHYLWDEOH� WKDW� LQIODWLRQ� ILJXUHV� ZLOO� FRQWLQXH� WR� UHPDLQ�

DERYH� WKH� (8� DYHUDJH� GXULQJ� WKH� FRQYHUJHQFH� SURFHVV� RI� WKHVH� HFRQRPLHV��

8QGRXEWHGO\�� WKHVH�SUHGLFWLRQV� DUH�PDGH� LQ� WKH�PDLQ� VFHQDULR�� LQ�ZKLFK� VWUXFWXUDO�

DGMXVWPHQWV�DUH�EHLQJ�FDUULHG�RXW�DQG�EXUHDXFUDWLF�EDUULHUV�DJDLQVW�LQYHVWPHQW�DQG�

SURGXFWLRQ�DUH�EHLQJ�UHPRYHG������

�

0DFURHFRQRPLF�2XWORRN�
�

�����7KH�RXWORRN�UHSRUW�RI�6HSWHPEHU�������ZKHQ�WKH�&HQWUDO�%DQN�ORZHUHG�LQWHUHVW�

UDWHV��GUHZ�DWWHQWLRQ�WR�WKH�IDFW�WKDW�ERWK�WKH�JURZWK�UDWH�RI�WKH�HFRQRP\�DQG�WKH�

GRPHVWLF� GHPDQG� ZRXOG� VORZ�GRZQ�� GXH� WR� WKH� GHYHORSPHQWV� LQ�PRQH\� GHPDQG��

FUHGLWV��DXWRPRELOH�VDOHV�DQG� OLTXLGLW\��,Q� IDFW��WKH�ULVH� LQ� LQGXVWULDO�SURGXFWLRQ�KHOG�

EDFN�LQ�WKH�ODVW�TXDUWHU�RI�������,Q�DGGLWLRQ�WR�WKHVH�GHYHORSPHQWV��GRPHVWLF�VDOHV�

RI� DXWRPRELOHV� DQG� FRPPHUFLDO� YHKLFOHV� GURSSHG� LQ� -DQXDU\� FRPSDUHG� WR� WKH�

SUHYLRXV�\HDU��7KLV��DORQJ�ZLWK�WKH�IDFW� WKDW�GHIHUUHG�GHPDQG� LV� IXOILOOHG�WR�D�JUHDW�



H[WHQW��LQGLFDWH�WKDW�WKH�UHODWLYH�VORZ�GRZQ�LQ�WKH�UDWH�RI�LQFUHDVH�RI�GHPDQG�LQ�WKH�

VHFRQG�KDOI�RI������FRQWLQXHV�LQ�-DQXDU\��������

�����0HDQZKLOH�� LQYHVWPHQWV� DUH� H[SHFWHG� WR� UHFRYHU� LQ� WKH� VHFRQG� TXDUWHU� RI� WKH�

\HDU�RZLQJ�WR�WKH�LQFUHDVH�LQ�WKH�UHDO�VHFWRU�FRQILGHQFH�LQGH[��5HFHQWO\��LPSRUWV�RI�

LQWHUPHGLDU\�JRRGV�KDYH�FRQWLQXHG�WR�JURZ�DQG�QHZ�RUGHUV�PDGH�E\�WKH�GRPHVWLF�

PDUNHW�IRU�WKH�QH[W�WKUHH�PRQWK�SHULRG��SXEOLVKHG�LQ�WKH�%XVLQHVV�7HQGHQF\�6XUYH\��

GLVSOD\�D� VLJQLILFDQW� ULVH��0RUHRYHU�� WKH� VDPH�VXUYH\�SRLQW� WR�SRVLWLYH�H[SHFWDWLRQV�

IRU� ILQDQFLQJ� FRVWV�� ,QGXVWULDO� SURGXFWLRQ� GDWD� IRU� -DQXDU\� VKRZV����������������������������������������������������������������������������������������������������������������������������������������������������������������������������������

WKDW� WKH� LQFUHDVHV� LQ�SURGXFWLRQ�DUH�FRQYHUJLQJ� WR�SURJUDP�SURMHFWLRQV�� ,Q� OLJKW�RI�

WKHVH�GDWD��WKH�UHYLYDO�LQ�SURGXFWLRQ�LV�SUHGLFWHG�WR�FRQWLQXH�DQG�D�UHODWLYH�UHYLYDO�LQ�

HFRQRPLF� DFWLYLW\� LV� H[SHFWHG� LQ� WKH� ILUVW� TXDUWHU� RI� WKH� \HDU�� FRPSDUHG� WR� WKH�

SUHYLRXV�TXDUWHU�RQ�VHDVRQDOO\�DGMXVWHG�WHUPV���

�����/DERU�PDUNHW�GHYHORSPHQWV�LQ�WKH�ODVW�TXDUWHU�RI�������LQGLFDWH�DQ�RQJRLQJ�ULVH�

LQ� WRWDO� HPSOR\PHQW�� &RQVLGHULQJ� WKH� ODWHVW� GHYHORSPHQWV� LQ� HPSOR\PHQW� DQG�

SURGXFWLRQ��WKH�LQFUHDVH�LQ�ODERU�HIILFLHQF\�ORVW�PRPHQWXP�DV�LW�ZDV�H[SHFWHG�LQ�RXU�

SUHYLRXV�UHSRUWV��7DNLQJ�LQWR�DFFRXQW�WKH�XSZDUG�WUHQG�RI�UHDO�ZDJHV��WKLV�VLWXDWLRQ�

VXSSRUWV� RXU� H[SHFWDWLRQ� WKDW� UHDO� XQLW� ZDJHV� ZLOO� QRW� DIIHFW� FRVW� FRQGLWLRQV� DV�

IDYRUDEO\�DV�WKH\�KDG�GRQH�LQ�SUHYLRXV�SHULRGV��0HDQZKLOH��WKH�DSSUHFLDWLRQ�RI�<7/�

DJDLQVW�IRUHLJQ�FXUUHQFLHV�RQ�ERWK�QRPLQDO�DQG�UHDO�EDVLV�LQ�WKH�SUHYLRXV�SHULRG�KDV�

KDG�D�IDYRUDEOH�HIIHFW�RQ�XQLW�FRVWV��

�����,Q� OLJKW�RI�VXSSO\�DQG�GHPDQG�GHYHORSPHQWV��GRPHVWLF�GHPDQG� LV�H[SHFWHG�WR�

EH�EHORZ� WKH� SRWHQWLDO� SURGXFWLRQ� OHYHO�RI� WKH� HFRQRP\��7KH�VORZ� UHFRYHU\�RI� WKH�

FRQVXPHU�FRQILGHQFH�LQGH[�REVHUYHG�DV�RI�$XJXVW������DQG�ORZ�FDSDFLW\�XWLOL]DWLRQ�

UDWLRV�� ZKLFK� KDYH� QRW� UHDFKHG� D� OHYHO� WR� H[HUW� SUHVVXUH� RQ� SULFHV�� VXSSRUW� WKLV�

SUHGLFWLRQ�� 0RUHRYHU�� DV� D� UHVXOW� RI� WKH� FXUUHQW� LQFRPHV� SROLF\�� WKH� FRQVXPSWLRQ�

FRPSRVLWLRQ�LV�H[SHFWHG�WR�FRQWLQXH�FRQWULEXWLQJ�WR�WKH�GHFOLQH�LQ�LQIODWLRQ��+RZHYHU��

FUHGLW� XWLOL]DWLRQ� KDV� LQFUHDVHG� LQ� FRQVXPSWLRQ� ILQDQFLQJ� SDUDOOHO� WR� WKH� ULVH� LQ�

LQVWDOOPHQW�VDOHV�DQG�H[SHFWDWLRQV�IRU�D�GURS�LQ�LQWHUHVW�UDWHV��7KLV�VLWXDWLRQ�LV�EHLQJ�

FORVHO\�PRQLWRUHG�LQ�WHUPV�RI�ERWK�GRPHVWLF�GHPDQG�DQG�ILQDQFLDO�VWDELOLW\��7KH�OHJDO�

UHJXODWLRQV�UHJDUGLQJ�FUHGLW�FDUG�XWLOL]DWLRQ�DUH�H[SHFWHG�WR�GLPLQLVK�UHODWHG�SRWHQWLDO�

ULVNV��

������,Q�VKRUW��VXSSO\�GHPDQG�FRQGLWLRQV�PDLQWDLQ�WKHLU�IDYRUDEOH�FRXUVH�LQ�WHUPV�RI�

WKHLU�GLUHFW�DQG�LQGLUHFW�HIIHFWV�RQ�SULFHV��,W�LV�IRUHVHHQ�WKDW�WKH�JURZWK�UDWH�ZLOO�EH�



FRQYHUJLQJ� WR� SURJUDP� SURMHFWLRQV� DV� RI� WKH� VHFRQG� KDOI� RI� WKH� \HDU� RZLQJ� WR�

LQFUHDVLQJ� FRQVXPHU� DQG� SURGXFHU� FRQILGHQFH� DQG� VXVWDLQDEOH� SHUIRUPDQFH� RI�

H[SRUWV��3UHGLFWLRQV�IRU�WKH�\HDU������LQGLFDWH�WKDW�WKH�VDLG�JURZWK�ZLOO�QRW�WKUHDWHQ�

WKH�GHFOLQH�LQ� LQIODWLRQ��,Q�FRQFOXVLRQ��GRPHVWLF�GHPDQG�GHYHORSPHQWV�ZLOO�PDLQWDLQ�

WKHLU� PRGHVW� FRXUVH� LQ� WKH� VKRUW� WHUP� DQG� WKH� LQFUHDVH� LQ� ODERU� SURGXFWLYLW\� LV�

H[SHFWHG�WR�FRQWLQXH��DOWKRXJK�DW�D�VORZHU�SDFH��

�����1HYHUWKHOHVV�� WKH� DQDO\VLV�PHQWLRQHG�DERYH�JLYHV�D�VKRUW�WHUP�RXWORRN�� ,Q� WKH�

PHGLXP� WHUP�� WKH� FRXUVH� RI� IDYRUDEOH� GHYHORSPHQWV� LQ� LQIODWLRQ� LV� EDVHG� RQ� WKH�

PHGLXP�WHUP�WUHQG�IROORZHG�E\�WKH�PDFURHFRQRPLF�YDULDEOHV�DIIHFWLQJ�LQIODWLRQ��7KH�

PDLQ�IDFWRUV�DUH� WKH�GHYHORSPHQWV� LQ�SURGXFWLYLW\�DQG�WKH�VXSSO\�GHPDQG�EDODQFH��

7KH�RXWORRN�RI�SURGXFWLYLW\�DQG�WKH�JHQHUDO�EDODQFH�GHSHQGV�RQ�H[WHUQDO�IDFWRUV�DQG�

FXUUHQW�DQG�IXWXUH�PDFURHFRQRPLF�SROLFLHV��

�

�����$W� WKLV� SRLQW�� LW� LV� XVHIXO� WR� HPSKDVL]H� RQFH� DJDLQ� WKH� VXSSRUW� JLYHQ� WR� WKH�

GLVLQIODWLRQ� SURFHVV�E\� FXUUHQW� HFRQRPLF�SROLFLHV��7KH�EXGJHWDU\�GLVFLSOLQH�DQG� WKH�

LQIODWLRQ�IRFXVHG� PRQHWDU\� SROLF\� WKDW� KDYH� EHHQ� LPSOHPHQWHG� ZLWK� VWULFW�

GHWHUPLQDWLRQ� IRU� WKH� ODVW� WKUHH�\HDUV�KDV�NHSW� LQIODWLRQDU\�SUHVVXUHV�XQGHU�FRQWURO�

E\� SUHYHQWLQJ� GRPHVWLF� GHPDQG� IURP� H[FHHGLQJ� VXVWDLQDEOH� JURZWK� UDWHV�� ,Q�

DGGLWLRQ� WR� WKHVH� IDFWRUV� DQG� ZLWK� WKH� FRQWULEXWLRQ� RI� D� VHULHV� RI� VWUXFWXUDO�

DUUDQJHPHQWV� UHGXFLQJ� WKH� LQHIILFLHQFLHV� LQ� WKH�HFRQRP\��DV�ZHOO�DV�VWHSV� WDNHQ� LQ�

WKH�DUHD�RI�&HQWUDO�%DQN�LQGHSHQGHQFH��D�VLJQLILFDQW�DFKLHYHPHQW�KDV�EHHQ�REWDLQHG�

LQ�WHUPV�RI�H[SHFWDWLRQ�PDQDJHPHQW�DQG�WKH�FUHGLELOLW\�RI�HFRQRPLF�SROLFLHV��7KXV��

WKH�GLVLQIODWLRQ� SURFHVV� DQG� WKH�KLJK�JURZWK� UDWHV� FRXOG�EH� VXVWDLQHG�DW� WKH� VDPH�

WLPH��)DFWRUV�VXFK�DV�WKH�LPSOHPHQWDWLRQ�RI�VWUXFWXUDO�UHIRUPV��KLJKHU�LQWHJUDWLRQ�WR�

WKH�ZRUOG�� NHHSLQJ�GRPHVWLF�GHPDQG�XQGHU� FRQWURO�DQG� WKH�IORDWLQJ�H[FKDQJH�UDWH�

UHJLPH�DOVR�HQKDQFHG�GRPHVWLF�FRPSHWLWLRQ�DQG�UHVXOWHG�LQ�SURGXFWLYLW\�LQFUHDVHV���

�

7KH�5HODWLRQ�%HWZHHQ�,QIODWLRQ�DQG�WKH�([FKDQJH�5DWHV�

�����,W�ZDV�PHQWLRQHG� LQ�VHFWLRQV�ZKHUH�GHYHORSPHQWV� LQ�WKH�VXE�LWHPV�RI� LQIODWLRQ�

ZHUH� DQDO\]HG� WKDW� H[FKDQJH� UDWH� GHYHORSPHQWV� FRQWULEXWHG� WR� WKH� ORZ� LQIODWLRQ�

ILJXUHV� LQ� WKH� ILUVW� WZR� PRQWKV� RI� WKH� \HDU�� $W� WKLV� SRLQW�� LW� ZLOO� EH� XVHIXO� WR� UH�

HPSKDVL]H� FHUWDLQ� SRLQWV� ZKLFK� DUH� EHOLHYHG� QRW� \HW� WR� KDYH� EHHQ� SURSHUO\�

XQGHUVWRRG�UHJDUGLQJ�WKH�LQIODWLRQ�H[FKDQJH�UDWH�UHODWLRQVKLS��6WXGLHV�KDYH�UHYHDOHG�



WKDW� WKH� SDVV�WKURXJK� IURP� H[FKDQJH� UDWHV� WR� LQIODWLRQ� ZDV� H[WUHPHO\� VWURQJ� LQ�

7XUNH\�EHIRUH�������+RZHYHU��WKH�VDPH�VWXGLHV�DOVR�SRLQW�WR�DQ�HYLGHQW�EUHDN��DIWHU�

WKH� ����� FULVLV�� LQ� WKH� H[FKDQJH� UDWH� SDVV�WKURXJK� WR� SULFHV�� 7KH�PDLQ� UHDVRQV�RI�

WKLV�EUHDN�FDQ�EH�OLVWHG�DV��GHFOLQH�LQ�WKH�GXUDWLRQ�DQG�SHUVLVWHQFH�RI�H[FKDQJH�UDWH�

PRYHPHQWV� IROORZLQJ� WKH�DGRSWLRQ�RI� WKH� IORDWLQJ�H[FKDQJH� UDWH� UHJLPH�� LQFUHDVHG�

GRPHVWLF�FRPSHWLWLRQ�RQ�DFFRXQW�RI�FKDQJLQJ�HFRQRPLF�FRQGLWLRQV��LQIODWLRQ�WDUJHWV�

DFWLQJ�PRUH�DV�D�QRPLQDO�DQFKRU��RZLQJ�WR�LQFUHDVLQJ�FUHGLELOLW\�RI�HFRQRPLF�SROLFLHV��

DQG�FKDQJLQJ�SULFLQJ�EHKDYLRU�RI�ILUPV�DV�D�UHVXOW�RI�WKH�IDOO�LQ�LQIODWLRQ���

���� +RZHYHU�� LQGHSHQGHQW�RI� WKH�PRQHWDU\�DQG�H[FKDQJH�UDWH�SROLFLHV�� WKH�IDFW�

WKDW�7XUNH\�LV�DQ�RSHQ�HFRQRP\��XQDEOH�WR�VHW�SULFHV�LQ�LQWHUQDWLRQDO�PDUNHWV��PDNHV�

LW�LQHYLWDEOH�WKDW�LQIODWLRQ�ZLOO�EH�LQIOXHQFHG�E\�IOXFWXDWLRQV�LQ�WKH�H[FKDQJH�UDWH��7KLV�

DOVR�KDV�WR�GR�ZLWK�WKH�IDFW�WKDW�WKH�JRRGV�EDVNHW�FRYHUHG�E\�WKH�&3,�FRQVLVWV�PRVWO\�

RI� WUDGHG� JRRGV�� DV�ZHOO� DV� WKH� KLJK� VKDUH� RI� LPSRUWHG� LQWHUPHGLDWH� JRRGV� LQ� WKH�

FRPSRVLWLRQ�RI� WKH� LQSXW�FRVWV�RI�WKH�HFRQRP\�LQ�JHQHUDO��+RZHYHU��ZKDW�QHHGV�WR�

EH�HPSKDVL]HG�KHUH�LV�WKDW��XQGHU�WKH�FXUUHQW�UHJLPH��WKH�LQIOXHQFH�RI�WKH�H[FKDQJH�

UDWH�RQ�LQIODWLRQ�GHFUHDVHG�LQ�DQ�REYLRXV�PDQQHU��FRPSDUHG�WR�WKH�SUH������SHULRG��

DQG� WKDW� WKH�H[FKDQJH�UDWH� LV�QR�PRUH� WKH�PDLQ�GHWHUPLQDQW�RI� LQIODWLRQ��EXW�RQO\�

RQH� RI� WKH� GHWHUPLQDQWV�� %HVLGHV�� WKH� H[FKDQJH� UDWH� GHYHORSPHQWV� XQGHU� WKH�

IORDWLQJ�H[FKDQJH�UDWH�UHJLPH�DUH�WKH�UHVXOWV�RI�WKH�FXUUHQW�HFRQRPLF�SROLFLHV��,W� LV�

SRVVLEOH� WKDW� WKHUH� PLJKW� EH� IOXFWXDWLRQV� VWHPPLQJ� IURP� H[WHUQDO� VKRFNV� LQ� WKH�

FRPLQJ�SHULRG��DV�ZDV� WKH�FDVH� LQ� WKH�SDVW��:KDW�QHHGV� WR�EH�HPSKDVL]HG�KHUH� LV�

WKDW� DV� ORQJ� DV� WKH� QHFHVVDU\� VWHSV� DUH� WDNHQ� RQ� WKH� URDG� WR� PDFURHFRQRPLF�

VWDELOLW\��VXFK�VKRFNV�ZLOO�EH�ERXQG�WR�EH�WHPSRUDU\�GHYLDWLRQV�IURP�WKH�PDLQ�WUHQG��

RWKHUZLVH�� WKH\� PD\� SRVH� VHULRXV� ULVNV� WR� LQIODWLRQ�� FDXVLQJ� GHWHULRUDWLRQ� LQ�

H[SHFWDWLRQV��

���� $QRWKHU� LVVXH� WKDW� QHHGV� WR� EH� GLVFXVVHG� LV� KRZ� WKH� SULFH� LQGH[� FKDQJH�

DIIHFWHG�WKH�LQIODWLRQ�H[FKDQJH�UDWH�UHODWLRQVKLS��7KH�DQVZHU�WR�WKLV�TXHVWLRQ�FDQ�EH��

UHDFKHG�E\� ORRNLQJ�IURP�WZR�GLIIHUHQW�DQJOHV��7KH�ILUVW�DQJOH�FRQVLGHUV�WKH�FRQWHQW�

RI�WKH�LQGH[��&RPSDUHG�WR�WKH�&3,�LQGH[�ZLWK�D������EDVH�\HDU��WKH�&3,�LQGH[�ZLWK�D�

����� EDVH� \HDU� FRQWDLQV� PRUH� JRRGV� JURXSV�� ZLWK� � SULFHV� VXVFHSWLEOH� WR� WKH�

H[FKDQJH� UDWH�� 7KLV� FDXVHV� WKH� UHIOHFWLRQV� RI� H[FKDQJH� UDWH� PRYHPHQWV� RQ� WKH�

JHQHUDO�LQGH[�WR�DSSHDU�VOLJKWO\�KLJKHU��LQ�HLWKHU�GLUHFWLRQ���+RZHYHU��LQ�VSLWH�RI�WKH�

LQIOXHQFH�FDXVHG�E\� WKH�QHZ�SULFH� LQGH[�� WKH�H[FKDQJH�UDWH�LQIODWLRQ�UHODWLRQVKLS� LV�

HVWLPDWHG�WR�EH�PXFK�ZHDNHU�FRPSDUHG�WR�WKH�SUH������SHULRG��$V�IRU�WKH�33,��WKH�



DQQRXQFHPHQW�RI�SURGXFHU�SULFHV��ZKLFK�H[FOXGH�WD[HV��WRJHWKHU�ZLWK�WKH�LQGH[�ZLWK�

����� DV� WKH� EDVH� \HDU�� LQFUHDVHG� WKH� VXVFHSWLELOLW\� RI� WKLV� LQGH[� WR� WKH� H[FKDQJH�

UDWH�� ,Q�FRQFOXVLRQ�� LW�FDQ�EH�DVVHUWHG� WKDW�� LQGHSHQGHQW�RI� WKH�FRPSRVLWLRQ�RI� WKH�

LQGH[��WKH�UHODWLRQVKLS�EHWZHHQ�LQIODWLRQ�DQG�WKH�H[FKDQJH�UDWH�KDV�ZHDNHQHG�LQ�WKH�

VWUXFWXUDO�VHQVH���

���� 7KH�VHFRQG�DQJOH��LV�RQH�RI��WLPH���,W�LV�TXLWH�GLIILFXOW�WR�PDNH�FRPSDULVRQV�

EHWZHHQ� WKH�ROG�DQG�WKH�QHZ�SULFH� LQGLFHV��ZLWK� UHJDUG�WR�WKH�FRXUVH�RI� WKH�SDVV�

WKURXJK�LQ�WLPH��7KH�PDLQ�VRXUFH�RI�WKLV�GLIILFXOW\�LV�WKDW�WKH�QHZ�LQGH[�VHULHV�GRHV�

QRW�KDYH�VXIILFLHQW�QXPEHU�RI�REVHUYDWLRQV�WR�VHFXUH�WKH�UHOLDELOLW\�RI�WKH�VWDWLVWLFDO�

DQDO\VLV� \HW�� ,Q� WKLV� � FDVH�� DOWKRXJK� WKH� NQRZQ� VWDWLVWLFDO� WHFKQLTXHV� VHHP� WR� EH�

DSSOLFDEOH� IURP� D� VROHO\�QXPHULFDO� SHUVSHFWLYH�� WKH� UHVXOWV� SURGXFHG� E\� WKHVH�

WHFKQLTXHV�SURYLGH�HYLGHQFH�ZKLFK�LV��IDU�IURP��UHOLDEOH��HQRXJK��

0RQHWDU\�DQG�([FKDQJH�5DWH�3ROLF\��

�����1HHGOHVV�WR�VD\��LW�LV�LPSRVVLEOH�WR�IRUHVHH�WKH�IXWXUH�FRXUVH�RI�H[FKDQJH�UDWHV�

RI�WKH�XSFRPLQJ�SHULRG��7KH�&HQWUDO�%DQN�GRHV�QRW�DFW�ZLWK�D�FHUWDLQ�H[FKDQJH�OHYHO�

LQ�PLQG�ZKLOH� LPSOHPHQWLQJ� LWV� H[FKDQJH� UDWH�SROLF\�� LW�PDLQO\� IRFXVHV�RQ� NHHSLQJ�

WKH� SRWHQWLDO� YRODWLOLW\� LQ� H[FKDQJH� UDWHV� DW� ORZ� OHYHOV� LQ� RUGHU� WR� HQVXUH� ILQDQFLDO�

PDUNHW� VWDELOLW\�� 5HFHQWO\�� GHYHORSPHQWV� DERXW� (XURSHDQ� 8QLRQ� QHJRWLDWLRQV� KDYH�

ERRVWHG�WKH�FDSLWDO�LQIORZ�YLD�UHLQIRUFLQJ�IDYRUDEOH�H[SHFWDWLRQV�DERXW�WKH�IXWXUH��$W�

WKLV�SRLQW��LW�LV�FUXFLDO�WR�EH�FDXWLRXV�DJDLQVW�WKH�SHUFHSWLRQV�WKDW�DOO�SUREOHPV�KDYH�

EHHQ� RYHUFRPH�� $V� D� PDWWHU� RI� IDFW�� 7XUNH\� KDV� MXVW� VWDUWHG� WR� RYHUFRPH� WKH�

HFRQRPLF� FROODSVH�EURXJKW� DERXW�E\� WKH� FULVLV� LQ� ����� DQG� WKH�DFWLRQV� LQLWLDWHG� WR�

IXOO\� HVWDEOLVK�PDFURHFRQRPLF� VWDELOLW\� KDYH� QRW� \HW� EHHQ� FRPSOHWHG�� ,W� VKRXOG� EH�

DOZD\V�NHSW� LQ�PLQG�WKDW�RQO\�WKURXJK�PDFURHFRQRPLF�VWDELOLW\�ZRXOG�LW�EH�SRVVLEOH�

WR� NHHS� WKH� YRODWLOLW\� RI� DVVHW� SULFHV� WR� D� PLQLPXP� OHYHO� LQ� WKH� PHGLXP�WHUP��

$FFRUGLQJO\�� VWLPXODWLQJ� WKH� VWUXFWXUDO� DUUDQJHPHQWV� EHDUV� JUHDW� LPSRUWDQFH� IRU��

LQFUHDVLQJ� WKH� UHVLOLHQFH� WR� H[RJHQRXV� VKRFNV� DQG� UHGXFLQJ� WKH� SRWHQWLDO� YRODWLOLW\�

EURXJKW�DERXW�E\�WKH�OLNHOLKRRG�RI�D�UHYHUVDO�LQ�JOREDO�OLTXLGLW\�FRQGLWLRQV���

�����$QRWKHU�LPSRUWDQW�GHYHORSPHQW�LQ�WHUPV�RI�WKH�PRQHWDU\�SROLF\�RI�WKH�XSFRPLQJ�

SHULRG� LV� WKH� LQFUHDVH� LQ� 1HZ� 7XUNLVK� OLUD�GHQRPLQDWHG� ORQJ�WHUP� ERQG� LVVXHV� RI�

LQWHUQDWLRQDO� LQVWLWXWLRQV�� )RU� WKHVH� LQVWLWXWLRQV� ZLOO� WU\� WR� FORVH� WKHLU� SRVLWLRQV��

FUHDWLQJ� D� GHPDQG� IRU� GRPHVWLF� ERQG� PDUNHWV�� 7KLV� GHPDQG� ZLOO� H[WHQG� WKH�

ERUURZLQJ� PDWXULW\� DV� ZHOO� DV� UHGXFH� WKH� ERUURZLQJ� FRVW�� DQG� WKLV�� LQ� WXUQ�� ZLOO�



LQFUHDVH� WKH� UHODWLYH� HIIHFWLYHQHVV� RI� WKH� PRQHWDU\� SROLF\� YLD� DOOHYLDWLQJ� ILVFDO�

GRPLQDQFH�� 7KHVH� GHYHORSPHQWV� ERGH� ZHOO� IRU� WKH� LQIODWLRQ� WDUJHWLQJ� SROLF\� WR� EH�

DGRSWHG�LQ�������:LWK�WKH�H[WHQVLRQ�RI�PDWXULWLHV�DQG�WKH�GHFOLQH�LQ�ULVN�SUHPLXP��

QRW�RQO\�WKH�FXUUHQW�EXW�DOVR�WKH�IXWXUH�VWDQFH�RI�PRQHWDU\�SROLF\�ZLOO�KDYH�JDLQHG�

LPSRUWDQFH�DQG�WKLV�ZLOO�SURYLGH�WKH�PDUNHW�SOD\HUV�ZLWK�D�PHGLXP�WHUP�SHUVSHFWLYH��

�����,Q� FRQFOXVLRQ�� WKHUH� VHHP� WR�EH�QR�REYLRXV� ULVNV� WR� WKH� LQIODWLRQ� WDUJHW� LQ� WKH�

VKRUW�WHUP� RWKHU� WKDQ� VLJQLILFDQW� H[RJHQRXV� VKRFNV�� KRZHYHU�� ZH� DUH� LQ� D� SHULRG�

ZKHUH� WKH� PHGLXP�WHUP� RXWORRN� LV� VKDSHG� E\� VWUXFWXUDO� UHIRUPV�� ,Q� OLJKW� RI� WKH�

DERYH�PHQWLRQHG�DQDO\VHV�DV�ZHOO�DV�WKH�RWKHU�GHYHORSPHQWV�LQ�WKH�SUHYLRXV���PRQWK�

DQG�WDNLQJ�LQWR�DFFRXQW�WKH�HYDOXDWLRQV�PDGH�DW�WKH�0RQHWDU\�3ROLF\�%RDUG�PHHWLQJ�

KHOG�RQ�0DUFK����������WKH�&HQWUDO�%DQN�GHFLGHG�WR�FXW�WKH�VKRUW�WHUP�LQWHUHVW�UDWHV�

DSSOLFDEOH�RQ�WKH�&%57�,QWHUEDQN�0RQH\�0DUNHW�DQG�,VWDQEXO�6WRFN�([FKDQJH�5HSR�

5HYHUVH�5HSR�0DUNHW� E\� ��SRLQW� WR� EH� HIIHFWLYH� DV� RI�0DUFK���� ������ 7KH�&HQWUDO�

%DQN� LV� PDLQWDLQLQJ� LWV� FDXWLRXVO\� RSWLPLVWLF� VWDQFH� IRU� WKH� XSFRPLQJ� SHULRG�� 7KH�

DERYH�PHQWLRQHG� SRLQWV� LQGLFDWH� WKDW� ILVFDO� GLVFLSOLQH� DQG� VWUXFWXUDO� DUUDQJHPHQWV�

DUH�HVVHQWLDO�IRU�VXVWDLQLQJ�WKH�GRZQZDUG�WUHQG�LQ�LQIODWLRQ�LQ�WKH�PHGLXP�WHUP�DQG�

HVWDEOLVKLQJ�PDFURHFRQRPLF�VWDELOLW\�SHUPDQHQWO\��)RU�WKLV�UHDVRQ��ZKLOH�IROORZLQJ�D�

SROLF\�IRFXVHG�RQ�IXWXUH�LQIODWLRQ��WKH�&HQWUDO�%DQN�LV�WU\LQJ�WR�DQWLFLSDWH�WKH�LQIODWLRQ�

RXWORRN� RQ� WKH� RQH� KDQG�� DQG�PRQLWRULQJ� WKH� GHYHORSPHQWV� LQ� VRFLDO� VHFXULW\� DQG�

UHVWUXFWXULQJ�LQ�LQFRPH�PDQDJHPHQW�WKDW�ZLOO�LQFUHDVH�WKH�TXDOLW\�RI�SULPDU\�VXUSOXV��

RQ� WKH�RWKHU�KDQG�� ,W� LV�DOVR�FORVHO\�PRQLWRULQJ�WKH�RWKHU�GHYHORSPHQWV� LQ�EDQNLQJ�

GUDIW�ODZ�DQG�ILVFDO�SROLF\��DQG�LV�WDNLQJ�LQWR�DFFRXQW�WKH�SRWHQWLDO�ULVNV�ZKLOH�PDNLQJ�

LWV�PRQHWDU\�SROLF\�GHFLVLRQV��,Q�WKLV�FRQWH[W��DQ\�DUUDQJHPHQW�WR�EH�PDGH�ZLWK�WKH�

DLP�RI� LPSURYLQJ� WKH�TXDOLW\�RI�ILVFDO�GLVFLSOLQH��UHLQIRUFLQJ�PDFURHFRQRPLF�VWDELOLW\�

DQG�UHGXFLQJ� LQHIILFLHQFLHV� LQ� WKH�HFRQRP\�ZLOO� LQFUHDVH� WKH� OLNHOLKRRG�RI�GHFOLQH� LQ�

LQWHUHVW�UDWHV���

����7KH� ILUVW� SRLQW� ZRUWK� HPSKDVL]LQJ� KHUH� LV� WKDW� WKH� FXUUHQW� DFFRXQW� GHILFLW� RU�

H[FKDQJH� UDWH�RU�DQ\�RWKHU�YDULDEOH� LV� LQFOXGHG� LQ� WKH�GHFLVLRQ�PDNLQJ�SURFHVV�QRW�

GLUHFWO\� EXW� LQGLUHFWO\�� RQO\� WR� WKH� H[WHQW� WKDW� WKH\� FRQWDLQ� LQIRUPDWLRQ� IRU� IXWXUH�

LQIODWLRQ�� ,Q�RWKHU�ZRUGV�� WKH� LQWHUHVW� UDWH�GHFLVLRQV�RI� WKH�&HQWUDO� %DQN�DUH�QHYHU�

DLPHG�DW� GLUHFWO\� DIIHFWLQJ�RWKHU�YDULDEOHV�EXW� IXWXUH� LQIODWLRQ��7KH� VHFRQG�SRLQW� LV�

WKDW�WKH�IDOO�LQ�VKRUW�WHUP�LQWHUHVW�UDWHV�LV�QRW�D�VXIILFLHQW�FRQGLWLRQ�IRU�D�IDOO�LQ�ORQJ�

WHUP�LQWHUHVW�UDWHV��,W�LV�WKH�LPSURYHPHQW�LQ�WKH�TXDOLW\�RI�ILVFDO�GLVFLSOLQH�DV�ZHOO�DV�

WKH�SHUPDQHQW�UHGXFWLRQ� LQ�ULVN�SUHPLXP��UDWKHU�WKDQ�DQ�DUWLILFLDO�FXW� LQ�VKRUW�WHUP�



LQWHUHVW�UDWHV��WKDW�ZLOO�DVVXUH�D�SHUPDQHQW�IDOO�LQ�ORQJ�WHUP�QRPLQDO�DQG�UHDO�LQWHUHVW�

UDWHV��:LWKLQ� WKLV� IUDPHZRUN�� WKH� SDFH� RI� LPSOHPHQWDWLRQ� DQG� FRQWLQXDWLRQ� RI� WKH�

VWHSV� WR� EH� WDNHQ� LQ� WKH� UHVWUXFWXULQJ� RI� UHYHQXH� DGPLQLVWUDWLRQ�� VRFLDO� VHFXULW\�

UHIRUPV��EDQNLQJ�GUDIW�ODZ�DQG�FRUSRUDWH�JRYHUQDQFH�DUH�RI�FULWLFDO�LPSRUWDQFH��
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