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DUH DSW WR PDNH IDXOW\ GHFLVLRQV� DQG \RX VKRXOG NHHS WKDW LQ PLQG
DV \RX PDNH \RXU RZQ LQYHVWPHQW GHFLVLRQV�

'� 2ZQHU (DUQLQJV DQG WKH &DVK )ORZ )DOODF\��

>0DQ\ EXVLQHVV DFTXLVLWLRQV UHTXLUH@ PDMRU SXUFKDVH�SULFH DF�
FRXQWLQJ DGMXVWPHQWV� DV SUHVFULEHG E\ JHQHUDOO\ DFFHSWHG DFFRXQW�
LQJ SULQFLSOHV �*$$3�� 7KH *$$3 ILJXUHV� RI FRXUVH� DUH WKH RQHV
XVHG LQ RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWV� %XW� LQ RXU YLHZ� WKH
*$$3 ILJXUHV DUH QRW QHFHVVDULO\ WKH PRVW XVHIXO RQHV IRU LQYHV�
WRUV RU PDQDJHUV� 7KHUHIRUH� WKH ILJXUHV VKRZQ IRU VSHFLILF RSHUDW�
LQJ XQLWV DUH HDUQLQJV EHIRUH SXUFKDVH�SULFH DGMXVWPHQWV DUH WDNHQ
LQWR DFFRXQW� ,Q HIIHFW� WKHVH DUH WKH HDUQLQJV WKDW ZRXOG KDYH EHHQ
UHSRUWHG E\ WKH EXVLQHVVHV LI ZH KDG QRW SXUFKDVHG WKHP�

$ GLVFXVVLRQ RI RXU UHDVRQV IRU SUHIHUULQJ WKLV IRUP RI SUHVHQ�
WDWLRQ >IROORZV� ,W@ ZLOO QHYHU VXEVWLWXWH IRU D VWHDP\ QRYHO DQG GHI�
LQLWHO\ LV QRW UHTXLUHG UHDGLQJ� +RZHYHU� , NQRZ WKDW DPRQJ RXU
����� VKDUHKROGHUV WKHUH DUH WKRVH ZKR DUH WKULOOHG E\ P\ HVVD\V RQ
DFFRXQWLQJ�DQG , KRSH WKDW ERWK RI \RX HQMR\ >LW@�

)LUVW D VKRUW TXL]� EHORZ DUH DEEUHYLDWHG ���� VWDWHPHQWV RI
HDUQLQJV IRU WZR FRPSDQLHV� :KLFK EXVLQHVV LV WKH PRUH YDOXDEOH"

�� >'LYLGHG E\ KDVK OLQHV� ����� ���� $SSHQGL[@
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&RPSDQ\ � &RPSDQ\ 1
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� ������1HW ,QFRPH �

�1XPEHUV ��� WKURXJK ��� GHVLJQDWH LWHPV GLVFXVVHG ODWHU LQ WKLV VHFWLRQ��

2SHUDWLQJ 3URILW �
2WKHU ,QFRPH� 1HW �
3UH�7D[ ,QFRPH �
$SSOLFDEOH ,QFRPH 7D[�
+LVWRULFDO GHIHUUHG DQG FXUUHQW
WD[� � � � � � � � � � � � � � � � � � � � � � � � � � � � �� � ������
1RQ�&DVK ,QWHU�SHULRG
$OORFDWLRQ $GMXVWPHQW �

5HYHQXHV �
&RVW RI *RRGV 6ROG�
+LVWRULFDO FRVWV�
H[FOXGLQJ GHSUHFLDWLRQ� � � � � � � � � �� ��������

6SHFLDO QRQ�FDVK LQYHQWRU\
FRVWV �
'HSUHFLDWLRQ RI SODQW
DQG HTXLSPHQW� � � � � � � � � � � � � � � � � � � �����

*URVV 3URILW �
6HOOLQJ 	 $GPLQ� ([SHQVH � � � � � � � � �� ��������
$PRUWL]DWLRQ RI *RRGZLOO �

$V \RX
YH SUREDEO\ JXHVVHG� &RPSDQLHV � DQG 1 DUH WKH
VDPH EXVLQHVV�6FRWW )HW]HU� ,Q WKH ��� �IRU �ROG�� FROXPQ ZH
KDYH VKRZQ ZKDW WKH FRPSDQ\
V ���� *$$3 HDUQLQJV ZRXOG KDYH
EHHQ LI ZH KDG QRW SXUFKDVHG LW� LQ WKH �1� �IRU �QHZ�� FROXPQ ZH
KDYH VKRZQ 6FRWW )HW]HU
V *$$3 HDUQLQJV DV DFWXDOO\ UHSRUWHG E\
%HUNVKLUH�

,W VKRXOG EH HPSKDVL]HG WKDW WKH WZR FROXPQV GHSLFW LGHQWLFDO
HFRQRPLFV�L�H�� WKH VDPH VDOHV� ZDJHV� WD[HV� HWF� $QG ERWK �FRP�
SDQLHV� JHQHUDWH WKH VDPH DPRXQW RI FDVK IRU RZQHUV� 2QO\ WKH
DFFRXQWLQJ LV GLIIHUHQW�

6R� IHOORZ SKLORVRSKHUV� ZKLFK FROXPQ SUHVHQWV WUXWK" 8SRQ
ZKLFK VHW RI QXPEHUV VKRXOG PDQDJHUV DQG LQYHVWRUV IRFXV"

%HIRUH ZH WDFNOH WKRVH TXHVWLRQV� OHW
V ORRN DW ZKDW SURGXFHV
WKH GLVSDULW\ EHWZHHQ � DQG 1� :H ZLOO VLPSOLI\ RXU GLVFXVVLRQ LQ
VRPH UHVSHFWV� EXW WKH VLPSOLILFDWLRQ VKRXOG QRW SURGXFH DQ\ LQDF�
FXUDFLHV LQ DQDO\VLV RU FRQFOXVLRQV�

7KH FRQWUDVW EHWZHHQ � DQG 1 FRPHV DERXW EHFDXVH ZH SDLG
DQ DPRXQW IRU 6FRWW )HW]HU WKDW ZDV GLIIHUHQW IURP LWV VWDWHG QHW
ZRUWK� 8QGHU *$$3� VXFK GLIIHUHQFHV�VXFK SUHPLXPV RU GLV�
FRXQWV�PXVW EH DFFRXQWHG IRU E\ �SXUFKDVH�SULFH DGMXVWPHQWV��
,Q 6FRWW )HW]HU
V FDVH� ZH SDLG ���� PLOOLRQ IRU QHW DVVHWV WKDW ZHUH
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FDUULHG RQ LWV ERRNV DW ������ PLOOLRQ� 6R ZH SDLG D SUHPLXP RI
������ PLOOLRQ�

7KH ILUVW VWHS LQ DFFRXQWLQJ IRU DQ\ SUHPLXP SDLG LV WR DGMXVW
WKH FDUU\LQJ YDOXH RI FXUUHQW DVVHWV WR FXUUHQW YDOXHV� ,Q SUDFWLFH�
WKLV UHTXLUHPHQW XVXDOO\ GRHV QRW DIIHFW UHFHLYDEOHV� ZKLFK DUH URX�
WLQHO\ FDUULHG DW FXUUHQW YDOXH� EXW RIWHQ DIIHFWV LQYHQWRULHV� %H�
FDXVH RI D ����� PLOOLRQ /,)2 UHVHUYH DQG RWKHU DFFRXQWLQJ
LQWULFDFLHV�V� 6FRWW )HW]HU
V LQYHQWRU\ DFFRXQW ZDV FDUULHG DW D �����
PLOOLRQ GLVFRXQW IURP FXUUHQW YDOXH� 6R� PDNLQJ RXU ILUVW DFFRXQW�
LQJ PRYH� ZH XVHG ����� PLOOLRQ RI RXU ������ PLOOLRQ SUHPLXP WR
LQFUHDVH WKH FDUU\LQJ YDOXH RI WKH LQYHQWRU\�

$VVXPLQJ DQ\ SUHPLXP LV OHIW DIWHU FXUUHQW DVVHWV DUH DG�
MXVWHG� WKH QH[W VWHS LV WR DGMXVW IL[HG DVVHWV WR FXUUHQW YDOXH� ,Q
RXU FDVH� WKLV DGMXVWPHQW DOVR UHTXLUHG D IHZ DFFRXQWLQJ DFUREDWLFV
UHODWLQJ WR GHIHUUHG WD[HV� 6LQFH WKLV KDV EHHQ ELOOHG DV D VLPSOLILHG
GLVFXVVLRQ� , ZLOO VNLS WKH GHWDLOV DQG JLYH \RX WKH ERWWRP OLQH�
����� PLOOLRQ ZDV DGGHG WR IL[HG DVVHWV DQG ����� PLOOLRQ ZDV HOLPL�
QDWHG IURP GHIHUUHG WD[ OLDELOLWLHV� $IWHU PDNLQJ WKLV ����� PLOOLRQ
DGMXVWPHQW� ZH ZHUH OHIW ZLWK ����� PLOOLRQ RI SUHPLXP WR DOORFDWH�

+DG RXU VLWXDWLRQ FDOOHG IRU WKHP� WZR VWHSV ZRXOG QH[W KDYH
EHHQ UHTXLUHG� WKH DGMXVWPHQW RI LQWDQJLEOH DVVHWV RWKHU WKDQ
*RRGZLOO WR FXUUHQW IDLU YDOXHV� DQG WKH UHVWDWHPHQW RI OLDELOLWLHV WR
FXUUHQW IDLU YDOXHV� D UHTXLUHPHQW WKDW W\SLFDOO\ DIIHFWV RQO\ ORQJ�
WHUP GHEW DQG XQIXQGHG SHQVLRQ OLDELOLWLHV� ,Q 6FRWW )HW]HU
V FDVH�
KRZHYHU� QHLWKHU RI WKHVH VWHSV ZDV QHFHVVDU\�

7KH ILQDO DFFRXQWLQJ DGMXVWPHQW ZH QHHGHG WR PDNH� DIWHU UH�
FRUGLQJ IDLU PDUNHW YDOXHV IRU DOO DVVHWV DQG OLDELOLWLHV� ZDV WKH DV�
VLJQPHQW RI WKH UHVLGXDO SUHPLXP WR *RRGZLOO �WHFKQLFDOO\ NQRZQ
DV �H[FHVV RI FRVW RYHU WKH IDLU YDOXH RI QHW DVVHWV DFTXLUHG��� 7KLV
UHVLGXDO DPRXQWHG WR ����� PLOOLRQ� 7KXV� WKH EDODQFH VKHHW RI
6FRWW )HW]HU LPPHGLDWHO\ EHIRUH WKH DFTXLVLWLRQ� ZKLFK LV VXPPD�
UL]HG EHORZ LQ FROXPQ �� ZDV WUDQVIRUPHG E\ WKH SXUFKDVH LQWR WKH
EDODQFH VKHHW VKRZQ LQ FROXPQ 1� ,Q UHDO WHUPV� ERWK EDODQFH
VKHHWV GHSLFW WKH VDPH DVVHWV DQG OLDELOLWLHV�EXW� DV \RX FDQ VHH�
FHUWDLQ ILJXUHV GLIIHU VLJQLILFDQWO\�

�� >$ /,)2 UHVHUYH LV WKH GLIIHUHQFH EHWZHHQ WKH FXUUHQW FRVW WR UHSODFH LQYHQWRU\ DQG
WKH DPRXQW VKRZQ DV WKH FRVW RI LQYHQWRU\ RQ D EDODQFH VKHHW� 7KLV GLIIHUHQFH FDQ JURZ
VLJQLILFDQWO\� HVSHFLDOO\ GXULQJ LQIODWLRQDU\ SHULRGV�@
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$VVHWV
&DVK DQG &DVK (TXLYDOHQWV �
5HFHLYDEOHV� QHW �
,QYHQWRULHV �
2WKHU �
7RWDO &XUUHQW $VVHWV �
3URSHUW\� 3ODQW� DQG (TXLSPHQW� QHW ��
,QYHVWPHQWV LQ WKH $GYDQFHV WR
8QFRQVROLGDWHG 6XEVLGLDULHV DQG -RLQW
9HQWXUHV �

2WKHU $VVHWV� LQFOXGLQJ *RRGZLOO �

/LDELOLWLHV
1RWHV 3D\DEOH DQG &XUUHQW 3RUWLRQ RI
/RQJ�WHUP 'HEW �
$FFRXQWV 3D\DEOH �
$FFUXHG /LDELOLWLHV �
7RWDO &XUUHQW /LDELOLWLHV �
/RQJ�WHUP 'HEW DQG &DSLWDOL]HG
/HDVHV ��
'HIHUUHG ,QFRPH 7D[HV �
2WKHU 'HIHUUHG &UHGLWV �
7RWDO /LDELOLWLHV �
6KDUHKROGHU
V (TXLW\ �

&RPSDQ\ �
�222V 2PLWWHG�
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7KH KLJKHU EDODQFH VKHHW ILJXUHV VKRZQ LQ FROXPQ 1 SURGXFH
WKH ORZHU LQFRPH ILJXUHV VKRZQ LQ FROXPQ 1 RI WKH HDUQLQJV VWDWH�
PHQW SUHVHQWHG HDUOLHU� 7KLV LV WKH UHVXOW RI WKH DVVHW ZULWH�XSV DQG
RI WKH IDFW WKDW VRPH RI WKH ZULWWHQ�XS DVVHWV PXVW EH GHSUHFLDWHG
RU DPRUWL]HG� 7KH KLJKHU WKH DVVHW ILJXUH� WKH KLJKHU WKH DQQXDO
GHSUHFLDWLRQ RU DPRUWL]DWLRQ FKDUJH WR HDUQLQJV PXVW EH� 7KH
FKDUJHV WKDW IORZHG WR WKH HDUQLQJV VWDWHPHQW EHFDXVH RI WKH EDO�
DQFH VKHHW ZULWH�XSV ZHUH QXPEHUHG LQ WKH VWDWHPHQW RI HDUQLQJV
VKRZQ HDUOLHU�
�� ���������� IRU QRQ�FDVK LQYHQWRU\ FRVWV UHVXOWLQJ� SULPDULO\�

IURP UHGXFWLRQV WKDW 6FRWW )HW]HU PDGH LQ LWV LQYHQWRULHV GXU�
LQJ ����� FKDUJHV RI WKLV NLQG DUH DSW WR EH VPDOO RU QRQ�H[LV�
WHQW LQ IXWXUH \HDUV�

�� ���������� IRU H[WUD GHSUHFLDWLRQ DWWULEXWDEOH WR WKH ZULWH�XS RI
IL[HG DVVHWV� D FKDUJH DSSUR[LPDWLQJ WKLV DPRXQW ZLOO SUREDEO\
EH PDGH DQQXDOO\ IRU �� PRUH \HDUV�

�� �������� IRU DPRUWL]DWLRQ RI *RRGZLOO� WKLV FKDUJH ZLOO EH
PDGH DQQXDOO\ IRU �� PRUH \HDUV LQ D VOLJKWO\ ODUJHU DPRXQW
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EHFDXVH RXU SXUFKDVH ZDV PDGH RQ -DQXDU\ � DQG� WKHUHIRUH�
WKH ���� ILJXUH DSSOLHV WR RQO\ ��� RI WKH \HDU�

�� �������� IRU GHIHUUHG�WD[ DFUREDWLFV WKDW DUH EH\RQG P\ DELOLW\
WR H[SODLQ EULHIO\ �RU SHUKDSV HYHQ QRQ�EULHIO\�� D FKDUJH DS�
SUR[LPDWLQJ WKLV DPRXQW ZLOO SUREDEO\ EH PDGH DQQXDOO\ IRU ��
PRUH \HDUV�
,W LV LPSRUWDQW WR XQGHUVWDQG WKDW QRQH RI WKHVH QHZO\�FUHDWHG

DFFRXQWLQJ FRVWV� WRWDOLQJ ����� PLOOLRQ� DUH GHGXFWLEOH IRU LQFRPH
WD[ SXUSRVHV��� 7KH �QHZ� 6FRWW )HW]HU SD\V H[DFWO\ WKH VDPH WD[
DV WKH �ROG� 6FRWW )HW]HU ZRXOG KDYH� HYHQ WKRXJK WKH *$$3
HDUQLQJV RI WKH WZR HQWLWLHV GLIIHU JUHDWO\� $QG� LQ UHVSHFW WR RSHU�
DWLQJ HDUQLQJV� WKDW ZRXOG EH WUXH LQ WKH IXWXUH DOVR� +RZHYHU� LQ
WKH XQOLNHO\ HYHQW WKDW 6FRWW )HW]HU VHOOV RQH RI LWV EXVLQHVVHV� WKH
WD[ FRQVHTXHQFHV WR WKH �ROG� DQG �QHZ� FRPSDQ\ PLJKW GLIIHU
ZLGHO\�

%\ WKH HQG RI ���� WKH GLIIHUHQFH EHWZHHQ WKH QHW ZRUWK RI WKH
�ROG� DQG �QHZ� 6FRWW )HW]HU KDG EHHQ UHGXFHG IURP ������ PLO�
OLRQ WR ������ PLOOLRQ E\ PHDQV RI WKH H[WUD ����� PLOOLRQ WKDW ZDV
FKDUJHG WR HDUQLQJV RI WKH QHZ HQWLW\� $V WKH \HDUV JR E\� VLPLODU
FKDUJHV WR HDUQLQJV ZLOO FDXVH PRVW RI WKH SUHPLXP WR GLVDSSHDU�
DQG WKH WZR EDODQFH VKHHWV ZLOO FRQYHUJH� +RZHYHU� WKH KLJKHU
ODQG YDOXHV DQG PRVW RI WKH KLJKHU LQYHQWRU\ YDOXHV WKDW ZHUH HV�
WDEOLVKHG RQ WKH QHZ EDODQFH VKHHW ZLOO UHPDLQ XQOHVV ODQG LV GLV�
SRVHG RI RU LQYHQWRU\ OHYHOV DUH IXUWKHU UHGXFHG�


 
 
 
 

:KDW GRHV DOO WKLV PHDQ IRU RZQHUV" 'LG WKH VKDUHKROGHUV RI

%HUNVKLUH EX\ D EXVLQHVV WKDW HDUQHG ����� PLOOLRQ LQ ���� RU GLG
WKH\ EX\ RQH HDUQLQJ ����� PLOOLRQ" :HUH WKRVH ����� PLOOLRQ RI
QHZ FKDUJHV D UHDO HFRQRPLF FRVW WR XV" 6KRXOG LQYHVWRUV SD\
PRUH IRU WKH VWRFN RI &RPSDQ\ � WKDQ RI &RPSDQ\ 1" $QG� LI D
EXVLQHVV LV ZRUWK VRPH JLYHQ PXOWLSOH RI HDUQLQJV� ZDV 6FRWW )HW]HU
ZRUWK FRQVLGHUDEO\ PRUH WKH GD\ EHIRUH ZH ERXJKW LW WKDQ LW ZDV
ZRUWK WKH IROORZLQJ GD\"

,IZH WKLQN WKURXJK WKHVH TXHVWLRQV� ZH FDQ JDLQ VRPH LQVLJKWV
DERXW ZKDW PD\ EH FDOOHG �RZQHU HDUQLQJV�� 7KHVH UHSUHVHQW �D�
UHSRUWHG HDUQLQJV SOXV �E� GHSUHFLDWLRQ� GHSOHWLRQ� DPRUWL]DWLRQ�
DQG FHUWDLQ RWKHU QRQ�FDVK FKDUJHV VXFK DV &RPSDQ\ 1
V LWHPV ���
DQG ��� OHVV �F� WKH DYHUDJH DQQXDO DPRXQW RI FDSLWDOL]HG H[SHQGL�
WXUHV IRU SODQW DQG HTXLSPHQW� HWF� WKDW WKH EXVLQHVV UHTXLUHV WR

�� >7KH WD[ UXOH KDV FKDQJHG� 6HH ,�5�F� � ����@
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IXOO\ PDLQWDLQ LWV ORQJ�WHUP FRPSHWLWLYH SRVLWLRQ DQG LWV XQLW YRO�
XPH� �,I WKH EXVLQHVV UHTXLUHV DGGLWLRQDO ZRUNLQJ FDSLWDO WR PDLQ�
WDLQ LWV FRPSHWLWLYH SRVLWLRQ DQG XQLW YROXPH� WKH LQFUHPHQW DOVR
VKRXOG EH LQFOXGHG LQ �F�� +RZHYHU� EXVLQHVVHV IROORZLQJ WKH /,)2
LQYHQWRU\ PHWKRG XVXDOO\ GR QRW UHTXLUH DGGLWLRQDO ZRUNLQJ FDSLWDO
LI XQLW YROXPH GRHV QRW FKDQJH��

2XU RZQHU�HDUQLQJV HTXDWLRQ GRHV QRW \LHOG WKH GHFHSWLYHO\
SUHFLVH ILJXUHV SURYLGHG E\ *$$3� VLQFH �F� PXVW EH D JXHVV�DQG
RQH VRPHWLPHV YHU\ GLIILFXOW WR PDNH� 'HVSLWH WKLV SUREOHP� ZH
FRQVLGHU WKH RZQHU HDUQLQJV ILJXUH� QRW WKH *$$3 ILJXUH� WR EH WKH
UHOHYDQW LWHP IRU YDOXDWLRQ SXUSRVHV�ERWK IRU LQYHVWRUV LQ EX\LQJ
VWRFNV DQG IRU PDQDJHUV LQ EX\LQJ HQWLUH EXVLQHVVHV� :H DJUHH
ZLWK .H\QHV
V REVHUYDWLRQ� �, ZRXOG UDWKHU EH YDJXHO\ ULJKW WKDQ
SUHFLVHO\ ZURQJ��

7KH DSSURDFK ZH KDYH RXWOLQHG SURGXFHV �RZQHU HDUQLQJV�
IRU &RPSDQ\ � DQG &RPSDQ\ 1 WKDW DUH LGHQWLFDO� ZKLFK PHDQV
YDOXDWLRQV DUH DOVR LGHQWLFDO� MXVW DV FRPPRQ VHQVH ZRXOG WHOO \RX
VKRXOG EH WKH FDVH� 7KLV UHVXOW LV UHDFKHG EHFDXVH WKH VXP RI �D�
DQG �E� LV WKH VDPH LQ ERWK FROXPQV � DQG 1� DQG EHFDXVH �F� LV
QHFHVVDULO\ WKH VDPH LQ ERWK FDVHV�

$QG ZKDW GR &KDUOLH DQG ,� DV RZQHUV DQG PDQDJHUV� EHOLHYH LV
WKH FRUUHFW ILJXUH IRU WKH RZQHU HDUQLQJV RI 6FRWW )HW]HU" 8QGHU
FXUUHQW FLUFXPVWDQFHV� ZH EHOLHYH �F� LV YHU\ FORVH WR WKH �ROG�
FRPSDQ\
V �E� QXPEHU RI ���� PLOOLRQ DQG PXFK EHORZ WKH �QHZ�
FRPSDQ\
V �E� QXPEHU RI ����� PLOOLRQ� 7KHUHIRUH� ZH EHOLHYH WKDW
RZQHU HDUQLQJV DUH IDU EHWWHU GHSLFWHG E\ WKH UHSRUWHG HDUQLQJV LQ
WKH � FROXPQ WKDQ E\ WKRVH LQ WKH 1 FROXPQ� ,Q RWKHU ZRUGV� ZH
IHHO RZQHU HDUQLQJV RI 6FRWW )HW]HU DUH FRQVLGHUDEO\ ODUJHU WKDQ WKH
*$$3 ILJXUHV WKDW ZH UHSRUW�

7KDW LV REYLRXVO\ D KDSS\ VWDWH RI DIIDLUV� %XW FDOFXODWLRQV RI
WKLV VRUW XVXDOO\ GR QRW SURYLGH VXFK SOHDVDQW QHZV� 0RVW PDQDJ�
HUV SUREDEO\ ZLOO DFNQRZOHGJH WKDW WKH\ QHHG WR VSHQG VRPHWKLQJ
PRUH WKDQ �E� RQ WKHLU EXVLQHVVHV RYHU WKH ORQJHU WHUP MXVW WR KROG
WKHLU JURXQG LQ WHUPV RI ERWK XQLW YROXPH DQG FRPSHWLWLYH SRVL�
WLRQ� :KHQ WKLV LPSHUDWLYH H[LVWV�WKDW LV� ZKHQ �F� H[FHHGV �E��
*$$3 HDUQLQJV RYHUVWDWH RZQHU HDUQLQJV� )UHTXHQWO\ WKLV RYHU�
VWDWHPHQW LV VXEVWDQWLDO� 7KH RLO LQGXVWU\ KDV LQ UHFHQW \HDUV SUR�
YLGHG D FRQVSLFXRXV H[DPSOH RI WKLV SKHQRPHQRQ� +DG PRVW
PDMRU RLO FRPSDQLHV VSHQW RQO\ �E� HDFK \HDU� WKH\ ZRXOG KDYH
JXDUDQWHHG WKHLU VKULQNDJH LQ UHDO WHUPV�

$OO RI WKLV SRLQWV XS WKH DEVXUGLW\ RI WKH �FDVK IORZ� QXPEHUV
WKDW DUH RIWHQ VHW IRUWK LQ :DOO 6WUHHW UHSRUWV� 7KHVH QXPEHUV URX�



��� &$5'2=2 /$: 5(9,(: >9RO� ����

WLQHO\ LQFOXGH �D� SOXV �E��EXW GR QRW VXEWUDFW �F�� 0RVW VDOHV
EURFKXUHV RI LQYHVWPHQW EDQNHUV DOVR IHDWXUH GHFHSWLYH SUHVHQWD�
WLRQV RI WKLV NLQG� 7KHVH LPSO\ WKDW WKH EXVLQHVV EHLQJ RIIHUHG LV
WKH FRPPHUFLDO FRXQWHUSDUW RI WKH 3\UDPLGV�IRUHYHU VWDWH�RI�WKH�
DUW� QHYHU QHHGLQJ WR EH UHSODFHG� LPSURYHG RU UHIXUELVKHG� ,Q�
GHHG� LI DOO 8�6� FRUSRUDWLRQV ZHUH WR EH RIIHUHG VLPXOWDQHRXVO\ IRU
VDOH WKURXJK RXU OHDGLQJ LQYHVWPHQW EDQNHUV�DQG LI WKH VDOHV
EURFKXUHV GHVFULELQJ WKHP ZHUH WR EH EHOLHYHG�JRYHUQPHQWDO
SURMHFWLRQV RI QDWLRQDO SODQW DQG HTXLSPHQW VSHQGLQJ ZRXOG KDYH
WR EH VODVKHG E\ ����

�&DVK )ORZ�� WUXH� PD\ VHUYH DV D VKRUWKDQG RI VRPH XWLOLW\ LQ
GHVFULSWLRQV RI FHUWDLQ UHDO HVWDWH EXVLQHVVHV RU RWKHU HQWHUSULVHV
WKDW PDNH KXJH LQLWLDO RXWOD\V DQG RQO\ WLQ\ RXWOD\V WKHUHDIWHU� $
FRPSDQ\ ZKRVH RQO\ KROGLQJ LV D EULGJH RU DQ H[WUHPHO\ ORQJ�OLYHG
JDV ILHOG ZRXOG EH DQ H[DPSOH� %XW �FDVK IORZ� LV PHDQLQJOHVV LQ
VXFK EXVLQHVVHV DV PDQXIDFWXULQJ� UHWDLOLQJ� H[WUDFWLYH FRPSDQLHV�
DQG XWLOLWLHV EHFDXVH� IRU WKHP� �F� LV DOZD\V VLJQLILFDQW� 7R EH VXUH�
EXVLQHVVHV RI WKLV NLQG PD\ LQ D JLYHQ \HDU EH DEOH WR GHIHU FDSLWDO
VSHQGLQJ� %XW RYHU D ILYH� RU WHQ�\HDU SHULRG� WKH\ PXVW PDNH WKH
LQYHVWPHQW�RU WKH EXVLQHVV GHFD\V�

:K\� WKHQ� DUH �FDVK IORZ� QXPEHUV VR SRSXODU WRGD\" ,Q DQ�
VZHU� ZH FRQIHVV RXU F\QLFLVP� ZH EHOLHYH WKHVH QXPEHUV DUH IUH�
TXHQWO\ XVHG E\ PDUNHWHUV RI EXVLQHVVHV DQG VHFXULWLHV LQ DWWHPSWV
WR MXVWLI\ WKH XQMXVWLILDEOH �DQG WKHUHE\ WR VHOO ZKDW VKRXOG EH WKH
XQVDODEOH�� :KHQ �D��WKDW LV� *$$3 HDUQLQJV�ORRNV E\ LWVHOI LQ�
DGHTXDWH WR VHUYLFH GHEW RI D MXQN ERQG RU MXVWLI\ D IRROLVK VWRFN
SULFH� KRZ FRQYHQLHQW LW EHFRPHV IRU VDOHVPHQ WR IRFXV RQ �D� �
�E�� %XW \RX VKRXOGQ
W DGG �E� ZLWKRXW VXEWUDFWLQJ �F�� WKRXJK GHQ�
WLVWV FRUUHFWO\ FODLP WKDW LI \RX LJQRUH \RXU WHHWK WKH\
OO JR DZD\�
WKH VDPH LV QRW WUXH IRU �F�� 7KH FRPSDQ\ RU LQYHVWRU EHOLHYLQJ
WKDW WKH GHEW�VHUYLFLQJ DELOLW\ RU WKH HTXLW\ YDOXDWLRQ RU DQ HQWHU�
SULVH FDQ EH PHDVXUHG E\ WRWDOOLQJ �D� DQG �E� ZKLOH LJQRULQJ �F� LV
KHDGHG IRU FHUWDLQ WURXEOH�


 
 
 
 

7R VXP XS� LQ WKH FDVH RI ERWK 6FRWW )HW]HU DQG RXU RWKHU EXVL�

QHVVHV� ZH IHHO WKDW �E� RQ DQ KLVWRULFDO�FRVW EDVLV�L�H�� ZLWK ERWK
DPRUWL]DWLRQ RI LQWDQJLEOHV DQG RWKHU SXUFKDVH�SULFH DGMXVWPHQWV
H[FOXGHG�LV TXLWH FORVH LQ DPRXQW WR �F�� �7KH WZR LWHPV DUH QRW
LGHQWLFDO� RI FRXUVH� )RU H[DPSOH� DW 6HH
V ZH DQQXDOO\ PDNH FDSL�
WDOL]HG H[SHQGLWXUHV WKDW H[FHHG GHSUHFLDWLRQ E\ �������� WR ��
PLOOLRQ� VLPSO\ WR KROG RXU JURXQG FRPSHWLWLYHO\�� 2XU FRQYLFWLRQ
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DERXW WKLV SRLQW LV WKH UHDVRQ ZH VKRZ RXU DPRUWL]DWLRQ DQG RWKHU
SXUFKDVH�SULFH DGMXVWPHQW LWHPV VHSDUDWHO\ ��� DQG LV DOVR RXU UHD�
VRQ IRU YLHZLQJ WKH HDUQLQJV RI WKH LQGLYLGXDO EXVLQHVVHV � � � DV
PXFK PRUH FORVHO\ DSSUR[LPDWLQJ RZQHU HDUQLQJV WKDQ WKH *$$3
ILJXUHV�

4XHVWLRQLQJ *$$3 ILJXUHV PD\ VHHP LPSLRXV WR VRPH� $IWHU
DOO� ZKDW DUH ZH SD\LQJ WKH DFFRXQWDQWV IRU LI LW LV QRW WR GHOLYHU XV
WKH �WUXWK� DERXW RXU EXVLQHVV� %XW WKH DFFRXQWDQWV
 MRE LV WR UHF�
RUG� QRW WR HYDOXDWH� 7KH HYDOXDWLRQ MRE IDOOV WR LQYHVWRUV DQG
PDQDJHUV�

$FFRXQWLQJ QXPEHUV RI FRXUVH� DUH WKH ODQJXDJH RI EXVLQHVV
DQG DV VXFK DUH RI HQRUPRXV KHOS WR DQ\RQH HYDOXDWLQJ WKH ZRUWK
RI D EXVLQHVV DQG WUDFNLQJ LWV SURJUHVV� &KDUOLH DQG , ZRXOG EH ORVW
ZLWKRXW WKHVH QXPEHUV� WKH\ LQYDULDEO\ DUH WKH VWDUWLQJ SRLQW IRU XV
LQ HYDOXDWLQJ RXU RZQ EXVLQHVVHV DQG WKRVH RI RWKHUV� 0DQDJHUV
DQG RZQHUV QHHG WR UHPHPEHU� KRZHYHU� WKDW DFFRXQWLQJ LV EXW DQ
DLG WR EXVLQHVV WKLQNLQJ� QHYHU D VXEVWLWXWH IRU LW�

(� ,QWULQVLF 9DOXH� %RRN 9DOXH� DQG 0DUNHW 3ULFH��

>,QWULQVLF YDOXH LV@ DQ DOO�LPSRUWDQW FRQFHSW WKDW RIIHUV WKH RQO\
ORJLFDO DSSURDFK WR HYDOXDWLQJ WKH UHODWLYH DWWUDFWLYHQHVV RI LQYHVW�
PHQWV DQG EXVLQHVVHV� ,QWULQVLF YDOXH FDQ EH GHILQHG VLPSO\� ,W LV
WKH GLVFRXQWHG YDOXH RI WKH FDVK WKDW FDQ EH WDNHQ RXW RI D EXVLQHVV
GXULQJ LWV UHPDLQLQJ OLIH�

7KH FDOFXODWLRQ RI LQWULQVLF YDOXH� WKRXJK� LV QRW VR VLPSOH� $V
RXU GHILQLWLRQ VXJJHVWV� LQWULQVLF YDOXH LV DQ HVWLPDWH UDWKHU WKDQ D
SUHFLVH ILJXUH� DQG LW LV DGGLWLRQDOO\ DQ HVWLPDWH WKDW PXVW EH
FKDQJHG LI LQWHUHVW UDWHV PRYH RU IRUHFDVWV RI IXWXUH FDVK IORZV DUH
UHYLVHG� 7ZR SHRSOH ORRNLQJ DW WKH VDPH VHW RI IDFWV� PRUHRYHU�
DQG WKLV ZRXOG DSSO\ HYHQ WR &KDUOLH DQG PH�ZLOO DOPRVW LQHYLWD�
EO\ FRPH XS ZLWK DW OHDVW VOLJKWO\ GLIIHUHQW LQWULQVLF YDOXH ILJXUHV�
7KDW LV RQH UHDVRQ ZH QHYHU JLYH \RX RXU HVWLPDWHV RI LQWULQVLF
YDOXH� :KDW RXU DQQXDO UHSRUWV GR VXSSO\� WKRXJK� DUH WKH IDFWV
WKDW ZH RXUVHOYHV XVH WR FDOFXODWH WKLV YDOXH�

0HDQZKLOH� ZH UHJXODUO\ UHSRUW RXU SHU�VKDUH ERRN YDOXH� DQ
HDVLO\ FDOFXODEOH QXPEHU� WKRXJK RQH RI OLPLWHG XVH� 7KH OLPLWD�
WLRQV GR QRW DULVH IURP RXU KROGLQJV RI PDUNHWDEOH VHFXULWLHV� ZKLFK
DUH FDUULHG RQ RXU ERRNV DW WKHLU FXUUHQW SULFHV� 5DWKHU WKH LQDGH�
TXDFLHV RI ERRN YDOXH KDYH WR GR ZLWK WKH FRPSDQLHV ZH FRQWURO�

�� >'LYLGHG E\ KDVK OLQHV� ���� 2ZQHU
V 0DQXDO� ����� ����� �����@


