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*OWFTUNFOU OCKFDUJWF BOE 4USBUFHJFT

'VOEBNFOUBM BOE /PO 'VOEBNFOUBM *OWFTUNFOU 1PMJDJFT% (FOFSBM
'VOEBNFOUBM *OWFTUNFOU 1PMJDJFT

%IWFSTIJGJDBUJPO

/PO 'VOEBNFOUBM *OWFTUNFOU 1PMJDJFT

$PNNPEJUZ &YDIBOHF "DU 3FHVMBUJPO%&YDMVTJPO GSPN $PNNPEJUZ 1PPM
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i-FHH .BTPOw NFBOT -FHH .BTPO *OD
i.BOBHFSw PS '5'" NFBOT 'SBOLMJO 5FNQMFUPO 'VOE "EWJTFS --$ GPSNI
i/"7w NFBOT OFU BTTFU WBMVF

i/13430Tw NFBOT OBUJPOBMMZ SFDPHOJ[FE PS OPO 6 4 TUBUJTUJDBM SBL
*OWFTUPST 4FSWJDF *OD i.PPEZ Tw 'JUDI 3BUJOHT BOE 41 (MPCBM 3B

i/:4&w NFBOT UIF /FX :PSL 4UPDL &YDIBOHF

ilSPTQFDUVTw NFBOT UIF QSPTQFDUVT PG B 'VOE BT SFGFSFODFE PO UIF
i4"*w NFBOT UIJT 4UBUFNFOU PG "EEJUJPOBM *OGPSNBUJPO

i4&%$w NFBOT UIF 6 4 4FDVSJUJFT BOE &YDIBOHF $PNNJTTJPO

i4FSWJDF "HFOUw NFBOT FBDI CBOL CSPLFS EFBMFS JOTVSBODF DPNQB
NVUVBM GVOE TVQFSNBSLFU BOE BOZ PUIFS GJOBODJBM JOUFSNFEJBSJFT
TIBSFT PG UIF 'VOE

4VCBEWJTFS NFBOT $MFBS#SJEHF *OWFTUNFOUT --$ BOE 8FTUFSO "TTFU
UP JO UIF 'VOEhT 1SPTQFDUVT BOE UIJT 4"*

i5SVTUw JG BQQMJIJDBCMF NFBOT UIF USVTU MJTUFE PO UIF DPWFS QBHF

iSSVTUFFTw NFBOT UIF USVTUFFT PG UIF 5SVTU
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*OWFTUNFOU OCKFDUJWF BOE 4USBUFHJFT

51F 'VOE JT SFHJTUFSFE VOEFS UIF "DU BT BO PQFO FOE NBOBHFN
EJTDVTTFT UIF 'VOE T JOWFTUNFOU PCKFDUJWF BOE TUSBUFHJFT 5IF GPN\
MJIJNJUBUJPOT PG UIF 'VOE BOE TVQQMFNFOUT UIF EFTDSJQUJPO PG UIF 'V
JOGPSNBUJPO SFHBSEJOH JOWFTUNFOU QSBDUJDFT BOE SJTL GBDUPST X.
FOUJUMF E Investment Practices and Risk Factors



60OEFS OPSNBM DJSDVNTUBODFT UIF 'VOE JOWFTUT BU MFBTU PG JUT
JO FRVJUZ TFDVSJUJFT PS PUIFS JOTUSVNFOUT XJUI TINJMBS FDPOPNJCLC
DBQJUBMJ[BUJPOT -BSHF DBQJUBMJ[BUJPO DPNQBOJFT BSF UIPTF DPNQ
SVTTFMM *OEFY 4FDVSJUJFT PG DPNQBOJFT XIPTF NBSLFU DBQJUBMJ
'VOE TUJMM XJMM CF DPOTJEFSFE TFDVSJUJFT PG MBSHF DBQJUBMJ[BUJI
'VOE T JOWFTUNFOU QPMJDZ NBZ CF DIBOHFE CZ UIF #PBSE XJUIPVU T
TIBSFIPMEFST

51F '"VOE IBT VOEFSUBLFO UIBU JUT JOWFTUNFOU JO XBSSBOUT PS SJHIU"-
UIF WBMVF PG JUT OFU BTTFUT BOE OPU NPSF UIBO PG TVDI BTTFUT XJ
UIF /:4&

5IF 'VOE NBZ JOWFTU VQ UP PG JUT OFU BTTFUT BU UIF UIJNF PG JOWI
EFQPTJUBSZ SFDFJQUT

51F 'VOE NBZ EFTIHOBUF OP NPSF UIBO PG UIF 'VOE T OFU BTTFUT UB



* 5IF '"VOE NBZ EFTJHOBUF OP NPSF UIBO PG UIF 'VOE T OFU BTTFUT UB
DPMMBUFSBM GPS TIPSU TBMFT BU BOZ POF UJNF

ANBMM $BQ (SPXUI 1PSUGPMJP

* Investment objective 5IF '"VOE TFFLT MPOH UFSN HSPXUI PG DBQJUBM

* 60EFS OPSNBM DJSDVNTUBODFT UIF 'VOE JOWFTUT BU MFBTU PG JUT
DBQJUBMJ[BUJPOT BOE SFMBUFE JOWFTUNFOUT 'PS UIF QVSQPTFT PG Ul
XJUl NBSLFU DBQJUBMJ[BUJPO WBMVFT OPU FYDFFEJOH J CIMMJPO P

TUPDL JO UIF 3VTTFMM *OEFY GPS UIF QSFWJPVT NPOUIT XIJDIFWF
DBQJUBMJ[BUJPOT OP MPOHFS NFFU UIJT EFGJOJUJPO BGUFS QVSDIBTF (
DBQJUBMJ[BUJPO DPNQBOJFT GPS UIF QVSQPTF PG UIF 'VOE T JOWFTU

DIBOHFE CZ UIF #PBSE XJUIPVU TIBSFIPMEFS BQQSPWBM VQPO EBZT Q
* 5IF 'VOE NBZ JOWFTU VQ UP PG JUT BTTFUT JO FRVJUZ TFDVSJUJFT PC
DPNQBOJFT
* 51F '"VOE NBZ JOWFTU VQ UP PG JUT BTTFUT JO OPO DPOWFSUJCMF CP!
CFMJFWFT UIBU UIFJS UPUBM SFUVSO QPUFOUJBM FRVBMT PS FYDFFET U
* 5lF '"VOE NBZ JOWFTU VvVQ UP PG JUT OFU BTTFUT BU UIF UIJNF PG JOWI
EFQPTJUBSZ SFDFJQUT
* 5IF '"VOE NBZ EFTJHOBUF OP NPSF UIBO PG UIF 'VOE T OFU BTTFUT UB
DPMMBUFSBM GPS TIPSU TBMFT BU BOZ POF UJNF

'VOEBNFOUBM BOE /PO 'VOEBNFOUBM *OWFTUNFOU 1PMJDJFT

(FOFSBM

5/F 'VOE IBT BEPQUFE UIF GVOEBNFOUBM BOE OPO GVOEBNFOUBM JO
TIBSFIPMEFST 'VOEBNFOUBM JOWFTUNFOU QPMJDJFT PG UIF '"VOE NBZ OP
OPO GVOEBNFOUBM JOWFTUNFOU QPMJDJFT BU BOZ UJNF XJUIPVU TIBSFIP

*G BOZ QFSDFOUBHF SFTUSJDUJPO EFTDSJCFE CFMPX PUIFS UIBO UI
JOWFTUNFOU B MBUFS JODSFBTF PS EFDSFBTF JO UIF QFSDFOUBHF SFTVI
DPOTUJUVUF B WIJPMBUJPO PG TVDI SFTUSJDUJPO VOMFTT PUIFSXJTF OPL

51F 'VOE T JOWFTUNFOU PCKFDUJWF JT OPO GVOEBNFOUBM

'VOEBNFOUBM *OWFTUNFOU 1PMJDJFT
51F 'VOE T GVOEBNFOUBM JOWFTUNFOU QPMJDJFT BSF BT GPMMPXT

#PSSPXJOH 5IF 'VOE NBZ OPU CPSSPX NPOFZ FYDFQU BT QFSNJ!
NPEJGJDBUJPOT CZ UIF 4&% 4&% TUBGG PS PUIFS BVUIPSJUZ XJUI BQ
QFSNJTTJPO GSPN UIF 4&% 4&% TUBGG PS PUIFS BVUIPSJUZ

60OEFSXSJUJOH 65IF 'VOE NBZ OPU FOHBHF JO UIF CVTJOFTT PG
FYDFQU BT QFSNJUUFE CZ J UIF "DU PS JOUFSQSFUBUJPOT PS NI
BQQSPQSJBUF KVSJTEJDUJPO PS JJ FYFNQUJIJWF PS PUIFS SFMJFG F

-FOEJOH 5IF 'VOE NBZ MFOE NPOFZ PS PUIFS BTTFUT UP UIF FYI
JOUFSQSFUBUJPOT PS NPEJGJDBUJPOT CZ UIF 4&% 4&% TUBGG PS PU
PS PUIFS SFMJFG PS QFSNJTTJPO GSPN UIF 4&% 4&% TUBGG PS PUIFS

4FOJPS 4FDVSJUJFT 5IF 'VOE NBZ OPU JTTVF TFOJPS TFDVSJUJF
JOUFSQSFUBUJPOT PS NPEJGJDBUJPOT CZ UIF 4&% 4&% TUBGG PS PU
PS PUIFS SFMJFG PS QFSNJTTJPO GSPN UIF 4&% 4&% TUBGG PS PUIFS



3FBM &TUBUF 5IF 'VOE NBZ OPU QVSDIBTF PS TFMM SFBM FTUBLU
JOUFSQSFUBUJPOT PS NPEJGJDBUJPOT CZ UIF 4&% 4&% TUBGG PS PU
PS PUIFS SFMJFG PS QFSNJTTJPO GSPN UIF 4&% 4&% TUBGG PS PUIFS

$PNNPEJUJFT 5IF 'VOE NBZ QVSDIBTF PS TFMM DPNNPEJUJFT PS
QFSNJUUFE CZ J UIF "DU PS JOUFSQSFUBUJPOT PS NPEJGJDBUJF






GVOE UIBU JOWFTUT B TIJHOJGJDBOU QFSDFOUBHF PG JUT UPUBM BT
BEWFSTF FWFOUT BGGFDUJOH UIBU JOEVTUSZ BOE NBZ CF NPSF SJTL
QPMJDZ BCPWF XJMM CF JOUFSQSFUFE UP SFGFS UP DPODFOUSBUJPC
BMTP XJMM CF JOUFSQSFUFE UP QFSNJU JOWFTUNFOU XJUIPVU MJNJI
BHFODJFT PS JOTUSVNFOUBMJUJFT TFDVSJUJFT PG TUBUF UFSSJUP
BHFODJFT JOTUSVNFOUBMJUJFT PS QPMJUJDBM TVCEJWJTJPOT TFD'
DPMMBUFSBMJ[FE CZ BOZ TvDI PCMJHBUJPOT "DDPSEJOHMZ JTTVES’
NFNCFST PG BOZ JOEVTUSZ 5IFSF BMTP XJMM CF OP MJNJU PO JOWF
DPVOUSZ 5IF QPMJDZ BMTP XJMM CF JOUFSQSFUFE UP HIWF CSPBE E
BNPOH JOEVTUSJFT

51F 'VOE T GVOEBNFOUBM QPMJDJFT XJMM CF JOUFSQSFUFE CSP
SFGFS UP UIF "DU BOE UIF SFMBUFE SVMFT BT UIFZ BSF JO FGGFD



$'5$ *O BEEJUJPO UP NFFUJOH POF PG UIF GPSFHPJOH USBEJOH MJNJUBU
PUIFSXJTF BT B WFIJDMF GPS USBEJOH JO UIF NBSLFUT GPS $PNNPEJUZ *(

*G UIF 'VOE T PQFSBUPST XFSF UP MPTF UIFJS BCJMJUZ UP DMBJN UI
SFRVIJSFE UP DPNQMZ XJUIl DFSUBJO $'5% SVMFT SFHBSEJOH DPNNPEJUZ Q
DPNQMJBODF PCMJHBUJPOT

*/7&45.&/5 13"$5*$&4 "/% 3*4, '"$5034
*O BEEJUJPO UP UIF JOWFTUNFOU TUSBUFHJFT BOE UIF SJTLT EFTDS.

*OWFTUNFOU OCKFDUJWF BOE 4USBUFHJFT UIF 'VOE NBZ FNQMPZ PUIFS J(
BSF EFTDSJCFE CFMPX 5IF 'VOE NBZ FOHBHF JO UIF QSBDUJDFT EFTDSJCH



MPDBUFE JG UIF CSBODI JT MJDFOTFE JO UIBU TUBUF *O BEEJUJPO CSBO
MIJDFOTFE CZ DFSUBJO TUBUFT i4UBUF #SBODIFTw NBZ PS NBZ OPU CF SF
B EFTIHOBUFE CBOL XJUIJO UIF TUBUF BOE C NBJOUBJO BTTFUT XJUIJO
BHHSFHBUF BNPVOU PG MJBCIJMJUJFT PG UIF GPSFJHO CBOL QBZBCMF BU
EFQPTJUT PG 4UBUF #SBODIFT NBZ OPU OFDFTTBSJMZ CF JOTVSFE CZ UIF
JOGPSNBUJPO BCPVU B 6 4 CSBODI PG B GPSFJHO CBOL UIBO BCPVU B 6 4

7PMBUIJMJUZ JO UIF CBOLJOH TZTUFN NBZ JNQBDU UIF WJBCJIJMJUZ PG
GBIJMVSF PG BOZ PG UIF GJOBODJBM JOTUJUVUJPOT XIFSF UIF '"VOE NBJOL
UIF 'VOE XPVME CF BCMF UP BDDFTT VOJOTVSFE GVOET JO B UIJNFMZ NBO(C(
DPVME BEWFSTFMZ BGGFDU UIF CVTJOFTT MJRVJEJUZ GJOBODJBM QPTJU

#FODINBSL 3FGFSFODF 3BUFT 3JTL

.BOZ EFCU TFDVSJUJFT EFSIJWBUJWFT BOE PUIFS GJOBODJBM JOTUES
JOUFSFTU SBUF DBMDVMBUJPOT JODMVEJOH UIF &VSP *OUFSCBOL 0OGGFS
OWFSOJHIU 'JOBODJOH 3BUF FBDI B i3FGFSFODF 3BUFw *OTUSVNFOUT JC
CBTFE PO TVvDI 3FGFSFODF 3BUFT PS NBZ CF TVCKFDU UP JOUFSFTU DBQT
PG JOTUSVNFOUT JO XIJDI UIF 'VOE JOWFTUT NBZ BMTP PCUBJO GJOBODJC
FMINJOBUJPO PG B 3FGFSFODF 3BUF PS BOZ PUIFS DIBOHFT UP PS SFGPSI
IBWF BO BEWFSTF JNQBDU PO UIF NBSLFU GPS PS WBMVF PG BOZ JOTUSYV

'PS FYBNQMF TPNF 3FGFSFODF 3BUFT BT XFMM BT PUIFS UZQFT PG ¢
IBWF CFFO UIF TVCKFDU PG POHPJOH OBUJPOBM BOE JOUFSOBUJPOBM SFl
JOEJDFT VTFE BT CFODINBSLT JO GJOBODJBM JOTUSVNFOUT BOE GJOBODJ
#FODINBSLT 3FHVMBUJPO IBT CFFO FOBDUFE JOUP 60JUFE ,JOHEPN MBX C
BNFOEFE TVCKFDU UP BNFOENFOUT NBEF CZ UIF #FODINBSLT "NFOENFOI
4* BOE PUIFS TUBUVUPSZ JOTUSVNFOUT 'PMMPXJOH UIF IJNQMFNF(
CFODINBSLT IBT DIBOHFE BOE NBZ GVSUIFS DIBOHF JO UIF GVUVSF XJUI L
UuilBO JO UIF QBTU UIF VTF PG CFODINBSLT UIBU BSF OPU DPNQMJBOU XJU
SFTUSJDUFE BOE DFSUBJO CFODINBSLT NBZ CF FMJNJOBUFE FOUJSFMZ 4
EJTSVQUJPOT JO MJRVIJEJUZ GPS JOTUSVNFOUT UIBU SFMZ PO PS BSF JNQ
DPOTFRVFODFT XI1JDI DBOOPU CF QSFEJDUFE

$PNNFSDJBM 1BQFS
$PNNFSDJBM QBQFS JODMVEJOH WBSJBCMF BNPVOU NBTUFS EFNBOE
VOTFDVSFE QSPNJTTPSZ OPUFT JTTVFE CZ DPSQPSBUJPOT QBSUOFSTIJQT

$PNNPO 4UPDL

$PNNPO TUPDLT BSF TIBSFT PG PXOFSTIJQ JO B DPSQPSBUJPO PS PU
QSPGJUT PG UIF DPSQPSBUJPO JG BOZ EJTUSJCVUFE BT EJWJEFOET UP |
TIBSFIPMEFS PS DMBTT PG TIBSFIPMEFST JODMVEJOH IPMEFST PG UIF FO
TUPDL VTVBMMZ DBSSJFT XJUI JU UIF SJHIU UP WPUF BOE GSFRVFOUMZ B(

$POWFSUJCMF 4FDVSJUJFT

$POWFSUJCMF TFDVSJUJFT BSF GJYFE JODPNF TFDVSJUJFT VTVBMM?Z
GPS B QSFTDSJCFE BNPVOU PG DPNNPO TUPDL PS PUIFS FRVJUZ TFDVSJU.
UJNF BU B TQFDJGJFE QSJDF PS GPSNVMB " DPOWFSUJCMF TFEDVSJUZ FOU
EJWJEFOE QBJE PO QSFGFSSFE TUPDL VOUJM UIF DPOWFSUJCMF TFDVSJU.
DPOWFSTJPO PS FYDIBOHF DPOWFSUJCMF TFDVSJUJFT PSEJOBSJMZ QSPW
DPNNPO TUPDLT PG UIF TBNF PS TINJ@QOWF VD EFTUSF 'P "0006DV TINJ@OW



TFDVSJUJFT BSF VTVBMMZ TVCPSEJOBUFE UP DPNQBSBCMF OPODPOWFSUJ
DPSQPSBUJPO T DBQJUBM TUSVDUVSF

51F WBMVF PG B DPOWFSUJCMF TFDVSJUZ JT HFOFSBMMZ SFMBUFE UF
DPNQEBSBCMF NBUVSJUZ BOE RVBMJUZ UIBU EP OPU IBWF B DPOWFSTJPO C
FYDIBOHFE JOUP UIF VOEFSMZJOH DPNNPO TUPDL " DPOWFSUJCMF TFDVS
QSJDF FTUBCMJTIFE JO UIF DPOWFSUJCMF TFDVSJUZ T HPWFSOJOH JOTUS
WBMVF

$POWFSUJCMF TFDVSJUJFT BSF TVCKFDU UP TUPDL NBSLFU BOE PUIF
JOUFSFTU SBUF BOE PUIFS SJTLT BTTPDJBUFE XJUIl GJYFE JODPNF TFDVSJ
DPOWFSUJCMF TFDVSJUZ GBMMT UIF DPOWFSUJCMF TFDVSJUZ UFOET UP |
"T UIF NBSLFU QSJDF PG TVDI FRVJUZ TFDVSJUZ SJTFT UIF DPOWFSUJCMF
GFBUVSFT *OWFTUNFOUT JO DPOWFSUJCMF TFDVSJUJFT HFOFSBMMZ FOUI

4Z0UIFUJD $POWFSUJCMF 4FDVSJUJFT

" TZOUIFUJD DPOWFSUJCMF TFDVSJUZ JT DPNQSJTFE PG UXP EJTUJOI
DFSUBJO SFTQFDUT 4ZOUIFUJD DPOWFSUJCMF TFDVSJUJFT BSF DSFBUFE
DPNNPO TUPDLT XBSSBOUT PS TUPDL DBMM PQUJPOT 5IF PQUJPOT UIBU ;
MJTUFE PO B TFDVSJUJFT FYDIBOHF S5IF UXP DPNQPOFOUT PG B TZOUIFUJ
TBNF FOUJUZ HFOFSBMMZ BSF OPU PGGFSFE BT B VOJU BOE NBZ CF QVSI
DTPOWFSUJCMF TFDVSJUJFT EJGGFS GSPN DPOWFSUJCMF TFDVSJUJFT JO D
DPOWFSUJCMF TFDVSJUZ IBT B TFQBSBUF NBSLFU WBMVF BOE SFTQPOET E






FYUFOU UIF 'VOE IPMET B OFHBUJWFMZ ZJFMEJOH EFCU TFDVSJUZ PS IBT
HFOFSBUF B OFHBUJWF SFUVSO PO UIBU JOWFTUNFOU $BTI QPTJUJPOT NI
'VOEhT CBOL %FCU NBSLFU DPOEJUJPOT BSF IJHIMZ VOQSFEJDUBCMF BOE
PS OFHBUJWF JOUFSFTU SBUF FOWJSPONFOU TPNF JOWFTUPST NBZ TFFL
DBVTF UIF QSJDF PG TVDI IJHIFS ZJFMEJOH JOTUSVNFOUT UP SJTF DPVME
BOE NBZ MJNJU UIF 'VOEhT BCJMJUZ UP MPDBUF GJYFE JODPNF JOTUSVNEF!
NPOFUBSZ QPMJDZ NBZ FYBDFSCBUF UIF SJTLT BTTPDJBUFE XJUI DIBOHJO
GPSFJHO DFOUSBM CBOLT IBWF UBLFO TUFQT UP TUBCJMJ[F NBSLFUT CZ

6 4 HPWFSONFOU CFHBO JNQMFNFOUJOH JODSFBTFT UP UIF GFEFSBM GVC



Risks of Derivatives Generally 51F VTF PG EFSIJWBUJWFT JOWPMWFT TQFDJBM DPOTJEF
TVNNBSJ[FE CFMPX BOE NBZ SFTVMU JO MPTTFT UP UIF '"VOE *O HFOFS
NBZ JOWPMWF B TNBMM JOWFTUNFOU PG DBTI SFMBUJWF UP UIF NBHOJ!
JO EFSIJWBUJWFT NBZ NBHOJGZ PS PUIFSXJTF JODSFBTF JOWFTUNFOU N
Marketrisk. % FSIJWBUJWFT DBO CF DPNQMFY BOE UIFJS TVDDFTT EFQFOET J(
DPSSFDUMZ GVUVSF NBSLFU PS PUIFS USFOET PS PDDVSSFODFT PS PUI
JOTUSVNFOU &WFO JG UIF QPSUGPMJP NBOBHFS T GPSFDBTUT BSF DPS
NBSLFUT UIBU SFTVMU JO MPTTFT PS PUIFSXJTF VOTVDDFTTGVM USBOT
FTQFDJBMMZ JO BCOPSNBM PS WPMBUJMF NBSLFU DPOEJUJPOT 5IF NBSE
VOEFSMZJOH JOTUSVNFOUT NBZ DIBOHF JO B XBZ UIBU JT BEWFSTF UP |
EFSIJWBUJWFT XJMM CF BEWBOUBHFPVT UP UIF 'VOE PS UIBU UIF QPSUG






*G UIF 'VOE IBT VTFE EFSIWBUJWFT UP IFEHF PS PUIFSXJTF SFEVDF L
EJTQPTFT PG UIBU QPTJUJPO BU B UJNF BU XIJDI JU DBOOPU BMTP TFUUM|



DVSSFODJFT UIF WBMVF PG XIJDI UIF QPSUGPMJP NBOBHFS CFMJFWFT XJ|
DVSSFODZ CFJOH IFEHFE 5IF SJTL UIBU NPWFNFOUT JO UIF QSJDF PG UIF
NPWFNFOUT JO UIF QSJDF PG UIF DVSSFODZ TVCKFDU UP UIF IFEHJOH USB

Currency InstrumentsRisks. *O BEEJUJPO UP UIF SJTLT GPVOE VOEFS i%FSIJWBUJWI
$VSSFODZ *OTUSVNFOUT BSF TVCKFDU UP UIF GPMMPXJOH SJTLT

5lF WBMVF PG $VSSFODZ *OTUSVNFOUT EFQFOET PO UIF WBMVF PG U
#FDBVTF GPSFJHO DVSSFODZ USBOTBDUJPOT PDDVSSJOH JO UIF JOUFSCB
JOWPMWFE JO UIF 'VOE T VTF PG TVDI $VSSFODZ *OTUSVNFOUT UIF 'VOE |
HFOFSBMMZ DPOTJTUJOH PG USBOTBDUJPOT PG MFTT UIBO NIMMJPO G
ulBoO GPS SPVOE MPUT 5IFSF JT OP TZTUFNBUJD SFQPSUJOH PG MBTU TBN
ulBuU RVPUBUJPOT BWBIJMBCMF UISPVHI EFBMFST PS PUIFS NBSLFU TPVSDI
HFOFSBMMZ JT SFQSFTFOUBUJWF PG WFSZ MBSHF USBOTBDUJPOT JO UIF |
XIFSF SBUFT NJHIU CF MFTT GBWPSBCMF 5IF JOUFSCBOL NBSLFU JO GPSF
UIF 6 4 PQUJPOT PS GVUVSFT NBSLFUT BSF DMPTFE XIJMF UIF NBSLFUT G
SBUF NPWFNFOUT NJHIU UBLF QMBDF JO UIF VOEFSMZJOH NBSLFUT UIBU D
*OTUSVNFOUT VOUJM UIFZ SFPQFO

4FUUMFNFOU PG IFEHJOH USBOTBDUJPOT JOWPMWJOH GPSFJHO DVSES
JTTVJOH UIF VOEFSMZJOH DVSSFODZ 5IVT UIF '"VOE NJHIU CF SFRVJSFE L
BDDPSEBODF XJUI BOZ 6 4 PS GPSFJHO SFHVMBUJPOT SFHBSEJOH UIF NB.
BOE NJHIU CF SFRVJSFE UP QBZ BOZ GFFT UBYFT BOE DIBSHFT BTTPDJBU

'PSXBSE $VSSFODZ $POUSBDUT

5IF 'VOE NBZ FOUFS JOUP GPSXBSE DVSSFODZ DPOUSBDUT UP QVSDIE
EPMMBST PS BOPUIFS DVSSFODZ BU B GVUVSF EBUF BOE BU B QSJDF TFU ¢
DPOUSBDUT BSF USBEFE EJSFDUMZ CFUXFFO DVSSFODZ USBEFST VTVBMM

5IF 'VOE NBZ QVSDIBTF B GPSXBSE DVSSFODZ DPOUSBDU UP MPDL JO
GPSFJHO DVSSFODZ UIBU UIF 'VOE JOUFOET UP BDRVJSF B MPOH IFEHF
EPMMBS FRVIWBMFOU PG UIF QSPDFFET GSPN UIF BOUJDJQBUFE TBMF PG
DVSSFODzZ B TIPSU IFEHF " iQPTJUJPO IFEHFw JT XIFO UIF 'VOE PXOT B 1
BHBJOTU B QPTTJCMF EFDMJOF JO UIF FVSP T WBMVF UIF 'VOE FOUFST JC
EPMMBST " iQPTJUJPO IFEHFw UFOET UP PGGTFU CPUI QPTJUJWF BOE OF
TFDVSJUZ WBMVFT DBVTFE CZ PUIFS GBDUPST " iQSPYZ IFEHFw JT XIFO U
BOE UP QSPUFDU BHBJOTU B QPTTJCMF EFDMJOF JO UIF FVSP T WBMVF U|
FYQFDUFE UP QFSGPSN TIJNJMBSMZ UP UIF FVSP JO SFUVSO GPS 6 4 EPMN
PS FGGJDJFODZ CVU HFOFSBMMZ XPVME OPU IFEHF DVSSFODZ FYQPTVSF
EPFT OPU QFSGPSN TIJNJMBSMZ UP UIF UBSHFUFE DVSSFODZ 5IF 'VOE DPYV
UIF FVYSP BOE QSPYZ DVSSFODZ BOE CFUXFFO UIF QSPYZ DVSSFODZ BOE |
BUUFNQU UP FOIBODF SFUVSO PS ZJFME 5IF 'VOE DPVME VTF GPSXBSE DV
UlBU UIF QPSUGPMJP NBOBHFS CFMJFWFT NJHIU SJTF JO WBMVF SFMBUJW
GMVDUVBUJPOT GSPN POF DVSSFODZ UP BOPUIFS 'PS FYBNQMF JG UIF 'V
JO WBMVF SFMBUJWF UP UIF FVSP UIF 'VOE DPVME XSJUF B GPSXBSE DPO
PSEFS UP TFMM UIPTF 6 4 EPMMBST GPS B QSPGJU JG UIF 6 4 EPMMBS EP
'VOE PG FOHBHJOH JO GPSXBSE DVSSFODZ DPOUSBDUT WBSJFT XJUIl GBDU
QFSJPE BOE UIF NBSLFU DPOEJUJPOT UIFO QSFWBJIJMJOH #FDBVTF GPSXB
CBTJT OP GFFT PS DPNNJTTJPOT BSF JOWPMWFE 8IFO UIF 'VOE FOUFST J
UP NBLF PS UBLF EFMIWFSZ PG UIF VOEFSMZJOH DVSSFODZ BU UIF NBUVS
DPOOFDUJPO XJUI TFUUMFNFOU 'BJMVSF CZ UIF DPVOUFSQBSUZ UP EP TP
USBOTBDUJPO

51F QSFDJTF NBUDIJOH PG GPSXBSE DVSSFODZ DPOUSBDU BNPVOUT
CF QPTTJCMF CFDBVTF UIF WBMVF PG TVDI TFDVSJUJFT NFBTVSFE JO UIF






"U UIF JODFQUJPO PG B GVUVSFT DPOUSBDU UIF 'VOE JT SFRVJSFE U
NFSDIBOU i'$.w JO BO BNPVOU BU MFBTU FRVBM UP UIF BNPVOU EFTJHOB
XIFO XSJUJOH B bBMM PS QVU PQUJPO PO B GVUVSFT bPOUSBDU JO BDDP
usBoOTBDUJPOT JOJUJBM NBSHJO PO GVUVSFT DPOUSBDUT EPFT OPU SFQ.
PS HPPE GBJUI EFQPTJU UIBU JT SFRVJSFE UP CF SFUVSOFE UP UIF 'VOE E
IBWF CFFO TBUJTGJFE 6OEFS DFSUBJO DJSDVNTUBODFT TVDI BT QFSJPE"
Cz JUT '$. UP JODSFBTF UIF MFWFM PG JUT JOJUJBM NBSHJO QBZNFOU BC
GVUVSF CZ SFHVMBUPSZ BDUJPO

*O BEEJUJPO UP JOJUJBM NBSHJO QBZNFOUT EVSJOH UIF MIJGF PG U/
GSPN UIF '$. BT UIF WBMVF PG UIF NBSHJO BOE UIF VOEFSMZJOH EFSJWBU
NBSLFU w 7BSJBUJPO NBSHJO JT JOUFOEFE UP SFQSFTFOU B EBIJMZ TFUUNM
QVSDIBTFT BO PQUJPO PO B GVUVSFT DPOUSBDU UIF QSFNJVN QBJE QMVT
DIJSDVNTUBODFT XIFO UIF QVSDIBTF PG BO PQUJPO PO B GVUVSFT DPOUSE
DPOUSBDU XPVME OPU TVDI BT XIFO UIFSF JT OP NPWFNFOU JO UIF WBMYV
UIF 'VOE XPVME MPTF UIF QSFNJVN JU QBJE GPS UIF PQUJPO QMVT USBOT
GVUVSFT bPOUSBDU PS XSJUFT B DBMM PS QVU PQUJPO UIFSFPO JU JT T\
FWFOU PG BEWFSTF QSJDF NPWFNFOUT *G UIF 'VOE IBT JOTVGGJDJFOU D/
TFMM TFDVSJUJFT BU B UIJNF XIFO TvDIlI TBMFT BSF EJTBEWBOUBHFPVT

"MUIPVHI TPNF GVUVSFT BOE PQUJPOT PO GVUVSFT DBMM GPS NBLJO
HFOFSBMMZ UIPTF DPOUSBDUT BSF DMPTFE PVU QSJPS UP EFMIJWFSZ CZ P
JOWPMWJOH UIF TBNF JOTUSVNFOU PS BTTFU BOE EFMIJWFSZ NPOUI *G E
UIF 'VOE SFBMJ[FT B HBJO PS JG JU JT NPSF UIF 'VOE SFBMJ[FT B MPTT
QSJDF UIF 'VOE SFBMJ[FT B HBJO PS JG JU JT MFTT UIF 'VOE SFBMJ[FT B
XDl XJMM CF JODMVEFE JO UIFTF DBMDVMBUJPOT 1PTJUJPOT JO GVUVSH
CPBSE PG USBEF UIBU QSPWJEFT B TFDPOEBSZ NBSLFU )PXFWFS UIFSF D
GPS B QBSUJDVMBS DPOUSBDU BU B QBSUJDVMBS UJNF *O TVvDI FWFOU J

60EFS DFSUBJO DJSDVNTUBODFT GVUVSFT FYDIBOHFT NBZ FTUBCMJ®
DPOUSBDU PS BO PQUJPO PO B GVUVSFT DPOUSBDU DBO WBS JNJNN UIF '$

UIFMZ MJNJUT PNNPQUJT UJO USBPOE'O CFFQCFIFO QSJE XJMM DBO XJTI



1PTJUJPOT JO GVUVSFT DPOUSBDUT BOE SFMBUFE PQUJPOT NBZ CF C
QSPWJEFT B NBSLFU GPS TVvDI DPOUSBDUT "MUIPVHI UIF 'VOE JOUFOET Ul
FYDIBOHFT PS CPBSET PG USBEF XIFSF UIFSF BQQFBST UP CF B MJRVJE NI
BOZ QBSUJDVMBS DPOUSBDU BU BOZ QBSUJDVMBS UJNF *O TVDI FWFOU
BEWFSTF QSJDF NPWFNFOUT UIF 'VOE XPVME DPOUJOVF UP CF SFRVJSFE
IBWF B MINJUFE MJGF BOE UIVT DBO CF EJTQPTFE PG POMZ XJUIJO B TQFL

1VSDIBTFST PG PQUJPOT PO GVUVSFT DPOUSBDUT QBZ B QSFNJVN JO
BEWFSTF QSJDF NPWFNFOUT DPVME CF MPTU 4FMMFST PG PQUJPOT PO G
BEEJUJPOBM NBSHJO DBMMT UIBU DPVME CF TVCTUBOUJBM JO UIF FWFOU
SFRVJSFE GVUVSFT USBEJOH JOWPMWFT B IJHI EFHSFF PG MFWFSBHF BT
NBZ SFTVMU JO JNNFEJBUF BOE TVCTUBOUJBM MPTT PS HBJO UP UIF 'VOI
SFTVMU JO B IJHIFS QPSUGPMJP UVSOPWFS SBUF TFF ilPSUGPMJP 5SBOT
PG BEEFE CSPLFSBHF DPNNJTTJPOT

"T OPUFE BCPWF FYDIBOHFT NBZ JNQPTF MJNJUT PO UIF BNPVOU CZ
JT QFSNJUUFE UP DIBOHF JO B TIJOHMF EBZ *G UIF QSJDF PG B DPOUSBDU
VOBCMF EVSJOH UIBU UJNF UP DMPTF JUT QPTJUJPO JO UIBU DPOUSBDU B
$'5$ BOE EPNFTUJD FYDIBOHFT IBWF BMTP FTUBCMJTIFE BOE DPOUJOVF U
NBYJNVN TQFDVMBUJWF QPTJUJPO UIBU BOZ QFSTPO PS HSPVQ PG QFSTP



&YDIBOHF USBEFE PQUJPOT JO UIF 60JUFE 4UBUFT BSF JTTVFE CZ B
X1JDIlI UIF PQUJPO JT MJTUFE BOE BSF TUBOEBSEJ[FE XJUI SFTQFDU UP UIF
QSJDF *O DPOUSBTU 05%$ PQUJPOT PQUJPOT OPU USBEFE PO FYDIBOHFT
TFDVSJUJFT EFBMFS PS B CBOL XJUl OP DMFBSJOH PSHBOJ[BUJPO HVBSB!
OFHPUJBUJPO XJUI UIF PUIFS QBSUZ UP UIF PQUJPO DPOUSBDU UIF DPVO



UIF 'VOE XJMM CF SFRVJSFE UP QBZ UIF EJGGFSFODF CFUXFFO UIF DMPTJ!
BOQQMIJDBCMF NVMUJQMJFS UP UIF BTTIJHOFE XSJUFS

TimingRisk 5IF IPVST PG USBEJOH GPS PQUJPOT NBZ OPU DPOGPSN UP UI
USBEFE 5P UIF FYUFOU UIBU UIF PQUJPOT NBSLFUT DMPTF CFGPSF UIF NE
NPWFNFOUT DBO UBLF QMBDF JO UIF VOEFSMZJOH NBSLFUT UIBU DBOOPU
NBSLFU EBJMZ BOE UIFJS WBMVF XJMM CF BGGFDUFE CZ DIBOHFT JO UIF V
PG UIF VOEFSMZJOH TFDVSJUJFT BO JODSFBTF JO JOUFSFTU SBUFT DIBO
VOEFSMZJOH JOTUSVNFOU BOE UIF SFNBJOJOH UJNF UP UIF PQUJPOT FYC
BEKVTUFE EPXOXBSE CFGPSF UIF PQUJPO T FYQJSBUJPO BT B SFTVMU PG






GBWPSBCMF UP UIF 'VOE UIBO UZQJDBM 05% TXBQ EPDVNFOUBUJPO 'PS F
JOEFNOJUZ CZ UIF 'VOE JO GBWPS PG UIF DMFBSJOH NFNCFS JOEFNOJGZ.
XJul BDUJOH BT UIF 'VOE T DMFBSJOH NFNCFS BOE UIF EPDVNFOUBUJPO |
SFNFEJFT JG UIF DMFBSJOH NFNCFS EFGBVMUT PS CFDPNFT JOTPMWFOU

4PNF UZQFT PG DMFBSFE TXBQT BSF SFRVJSFE UP CF FYFDVUFE PO B
4&' JT B USBEJOH QMBUGPSN XIFSF NVMUJQMF NBSLFU QBSUJDJQBOUT DB
PUIFS QBSUJDJQBOUT JO UIF QMBUGPSN 8IJMF UIJT FYFDVUJPO SFRVJSF
DMFBSFE TXBQ NBSLFU USBEJOH PO B 4&' DBO DSFBUF BEEJUJPOBM DPTU
GFFT BOE JG UIF 'VOE FYFDVUFT TXBQT PO B 4&"' UISPVHI B CSPLFS JOUF¢
UIF 'VOE NBZ JOEFNOJGZ B 4&"' PS B CSPLFS JOUFSNFEJBSZ XIP FYFDVUFT
MPTTFT PS DPTUT UIBU NBZ CF JODVSSFE BT B SFTVMU PG UIF 'VOE T USB

51F 'VOE NBZ FOUFS JOUP TXBQ USBOTBDUJPOT XJUI DFSUBJO DPVOU
NBTUFS OFUUJOH BHSFFNFOU QSPWJEFT UIBU BMM TXBQT FOUFSFE JOUP (
QBSUT PG BO JOUFHSBM BHSFFNFOU *G BNPVOUT BSF QBZBCMF PO B QBS
TXBQ USBOTBDUJPO UIF BNPVOU QBZBCMF TIBMM CF UIF OFU BNPVOU *O
QBSUZ PS JUT BGGIJMJBUFT EFGBVMUT HFOFSBMMZ PS PO BOZ TXBQ UIF
"T B SFTVMU UP UIF FYUFOU UIF 'VOE FOUFST JOUP NBTUFS OFUUJOH BHS
UFSNJOBUF B HSFBUFS OVNCFS PG TXBQ BHSFFNFOUT UIBO JG JU IBE OPU
UIF 'VOE
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51F 'VOE NBZ BMTP QVSDIBTF DSFEJU EFGBVMU TXBQ DPOUSBDUT UP
TFDVSJUJFT IFME JO JUT QPSUGPMJP JO XI1JDI DBTF UIF 'VOE XPVME GVOI
51 JT XPVME JOWPMWF UIF SJTL UIBU UIF JOWFTUNFOU NBZ FYQJSF XPSUIM
EFGBVMU CZ UIF JTTVFS PG UIF VOEFSMZJOH PCMJHBUJPO PS BT BQQMIJL
*U XPVME BMTP JOWPMWF DSFEJU SJTL%UIBU UIF TFMMFS NBZ GBJM UP TE

51F 'VOE NBZ JOWFTU JO DSFEJU EFGBVMU TXBQ JOEFY QSPEVDUT UII
'VOE DBO FJUIFS CVZ UIF JOEFY UBLF PO DSFEJU FYQPTVSF PS TFMM UIF
JOWFTUNFOUT BSF TVCKFDU UP UIF BTTPDJBUFE SJTLT XJUI JOWFTUNFOU"

%IJTUSFTTFE %YFCU 4FDVSJUJFT

%JTUSFTTFE EFCU TFDVSJUJFT BSF EFCU TFDVSJUJFT UIBU BSF QVSD
CBOLSVQUDZ QSPDFFEJOHT PS PUIFSXJTF JO EFGBVMU BT UP UIF SFQBZNF
'VOE PS BSF SBUFE JO UIF MPXFS SBUJOH DBUFHPSJFT $B PS MPXFS CZ .|
KVEHNFOU PG UIF QPSUGPMJP NBOBHFS PG FRVIWBMFOU RVBMJUZ *OWFT
TIJHOJGJDBOU SJTL 5IF SJTLT BTTPDJBUFE XJUI IJHI ZJFME TFDVSJUJFT B

51F 'VOE NBZ NBLF TVDlI JOWFTUNFOUT XIFO UIF QPSUGPMJP NBOBHFS
EJTUSFTTFE EFCU TFDVSJUJFT XJMM NBLF BO FYDIBOHF PGGFS PS XJMM C



UIF BNPVOU JU JOWFTUFE JO UIF &5' $FSUBJO &5'T BSF BDUIJWFMZ NBOBH
JOWFTUNFOU EFDJTJPOT PO 60EFSMZJOH "TTFUT XJUIPVU TFFLJOH UP SF(
PS BTTFU DMBTT

60MJLF TIBSFT PG UZQJDBM PQFO FOE NBOBHFNFOU JOWFTUNFOU DP
EFTIJHOFE UP CF USBEFE UISPVHIPVU UIF USBEJOH EBZ BOE CPVHIU BOE T
DBO USBEF BU FJUIFS B QSFNJVN PS EJTDPVOU UP OFU BTTFU WBMVF 5IF
USBEJOH EBZ BOE BO BQQSPYJNBUJPO PG BDUVBM OFU BTTFU WBMVF JT E
PS MPTF WBMVF EFQFOEJOH PO UIF QFSGPSNBODF PG UIF 60EFSMZJOH "T°
NBZ JOWFTU JO &5'T UIBU EP OPU IBWF UIJT TBNF MFWFM PG USBOTQBSFO
EJTDPVOU PS QSFNJVN UP BDUVBM OFU BTTFU WBMVFT

(BJOT PS MPTTFT PO UIF 'VOE T JOWFTUNFOU JO &5'T XJMM VMUJNBU
BDUJWF USBEJOH NBSLFU GPS BO &5' T TIBSFT NBZ OPU EFWFMPQ PS CF N
MJTUJOH FYDIBOHF T PGGJDJBMT EFFN TVDI BDUJPO BQQSPQSJBUF UIF TI
XJEF iDJSDVJU CSFBLFSTw XIJDI BSF UJFE UP MBSHF EFDSFBTFT JO TUPD
&5' XJMM CF SFEVDFE CZ USBOTBDUJPO BOE PUIFS FYQFOTFT JODMVEJOH
FMJHJCMF UP SFDFIJWF UIFJS QPSUJPO PG JODPNF JG BOZ BDDVNVMBUFE
UIF &5

"O JOWFTUNFOU JO BO &5' JOWPMWFT SJTLT TINJMBS UP JOWFTUJOH
WBMVF PG UIF 60EFSMZJOH "TTFUT NBZ GMVDUVBUF JO BDDPSEBODF XJUI
TFDVSJUJFT BOE PUIFS GJOBODJBM JOTUSVNFOUT HFOFSBMMZ BOE PUIFS

*G BO &5'JT B SFHIJTUFSFE JOWFTUNFOU DPNQBOZ BT EFGJOFE JO U
BCIJMJUZ UP QVSDIBTF TFDVSJUJFT JTTVFE CZ PUIFS JOWFTUNFOU DPNQBC
FYFNQUJWF SFMJFG )PXFWFS VOEFS 3VMF E UIF '"VOE NBZ JOWFTU JC
UIFTF MIJNJUT TVCKFDU UP DFSUBJO DPOEJUJPOT S5IFTF SFTUSJDUJPOT N
4PNF &5'T BSF OPU TUSVDUVSFE BT JOWFTUNFOU DPNQBOJFT BOE UIVT BS

'"PSFIJHO 4FDVSJUJFT

5IF SJTLT PG JOWFTUJOH JO TFDVSJUJFT PG OPO 6 4 JTTVFST PS JTTV
SFMBUFE BNPOH PUIFS UIJOHT UP J EJGGFSFODFT JO TJ[F MJRVJEJUZ |
TFDVSJUJFT NBSLFUT PG DFSUBJO OPO 6 4 NBSLFUT DPNQBSFE UP UIF TF
GBDUPST BOE JJJ GPSFJHO FYDIBOHF NBUUFST TVDI BT SFTUSJDUJPOT
CFUXFFO UIF 6 4 EPMMBS BOE UIF DVSSFODJFT JO XIJDI UIF 'VOE T QPSU(
SFHVMBUJPOT BOE DPTUT BTTPDJBUFE XJUI DVSSFODZ FYDIBOHF 5IF QPM
QBSUJDVMBSMZ FNFSHJOH NBSLFUT BSF FYQFDUFE UP VOEFSHP TJHOJGJ
UlF TPDJBM QPMJUJDBM BOE FDPOPNJD TUBCJMJUZ DIBSBDUFSJTUJD PG I

60BOUJDJQBUFE QPMJUJDBM PS TPDIJBM EFWFMPQNFOUT NBZ BGGFDU
FDPOPNJFT BOE TFDVSJUJFT BOE DVSSFODZ NBSLFUT PG NBOZ FNFSHJOH
5FSF DBO CF OP BTTVSBODFT UIBU UIFTF FDPOPNJD BOE NBSLFU EJTSVQL

-FHBM SFNFEJFT BWBJMBCMF UP JOWFTUPST JO DFSUBJO GPSFJHO DP\
JO UIF 6 4 PS PUIFS GPSFJHO DPVOUSJFT "DDPVOUJOH TUBOEBSET JO PU
4UBUFT *G UIF BDDPVOUJOH TUBOEBSET JO BOPUIFS DPVOUSZ EP OPU SF
IBSEFS GPS UIF QPSUGPMJP NBOBHFS UP DPNQMFUFMZ BOE BDDVSBUFMZ |
(PWFSONFOU IBT GSPN UJNF UP UJNF JO UIF QBTU JNQPTFE SFTUSJDUJPO’
6 4 JOWFTUPST TVDI BT UIF 'VOE "MTP CSPLFSBHF DPNNJTTJPOT BOE PU
GPSFJHO DPVOUSJFT UIBO UIFZ BSF JO UIF 6 4 51JT SFEVDFT UIF BNPVOU

5IF 'VOE HFOFSBMMZ IPMET JUT GPSFJHO TFDVSJUJFT BOE DBTI JO GP¢
BOE TFDVSJUJFT EFQPTJUPSJFT NBZ CF SFDFOUMZ PSHBOJ[FE PS OFX UP
OP SFHVMBUPSZ PWFSTJHIU PWFS UIFJS PQFSBUJPOT "MTP UIF MBXT PG






TFDVSJUJFT IFME CZ PS UP CF USBOTGFSSFE UP UIF 'VOE 'VSUIFSNPSF D
JOBEFRVBUF UP NFFU UIF 'VOE T DMBJNT JO BOZ PG UIFTF FWFOUT

*OGMBUJPO BOE SBQJE GMVDUVBUJPOT JO JOGMBUJPO SBUFT IBWF II
FDPOPNJFT BOE TFDVSJUJFT NBSLFUT PG DFSUBJO FNFSHJOH NBSLFUT 81
OVNCFS PG DPSSFDUJWF NFDIBOJTNT UP SFEVDF JOGMBUJPO PS NJUJHBU|
CPUI PO FNFSHJOH NBSLFU FDPOPNJFT BOE UIFJS TFDVSJUJFT NBSLFUT *
DPVOUSJFT IBWF FYQFSJFODFE TUFBEZ EFWBMVBUJPOT SFMBUJWF UP UIF
DPVOUSJFT &DPOPNJFT JO FNFSHJOH NBSLFUT HFOFSBMMZ BSF IFBWJMZ
BOE NBZ DPOUJOVF UP CF BGGFDUFE BEWFSTFMZ CZ FDPOPNJD DPOEJUJP
SFMBUJWF DVSSFODZ WBMVFT BOE PUIFS QSPUFDUJPOJTU NFBTVSFT JNQF

#FDBVTF PG UIF IJHI MFWFMT PG GPSFJHO EFOPNJOBUFE EFCU PXFE
FYDIBOHF SBUFT DBO TIJHOJGJDBOUMZ BGGFDU UIF EFCU TFSWJDF PCMJHE
SBUFT QSPGJU NBSHJOT BOE FYQPSUT XIJDI BSF B NBKPS TPVSDF PG GP

5P UIF FYUFOU BO FNFSHJOH NBSLFU DPVOUSZ GBDFT B MJRVJEJUZ D
JODSFBTF SFTUSJDUJPOT PO UIF PVUGMPX PG BOZ GPSFJHO FYDIBOHF 3F



BQQSPQSJBUF DJSDVNTUBODFT XBSSBOU JU NBZ BQQMZ UP UIF 4&% GPS E
4FDUJPO F PG UIF "DU %VSJOH UIF QFSJPE DPNNFODJOH GSPN UIF
4&% BDUJPO UIF QPSUGPMJP TFDVSJUJFT JO UIF BGGFDUFE NBSLFUT XJMI
BDDPSEBODF XJUI UIF 'VOE T WBMVBUJPO QPMJDZ

"MUIPVHI JU NJHIU CF UIFPSFUJDBMMZ QPTTJCMF UP IFEHF GPS BOUJ
OBUVSF PG UIF SJTLT BTTPDJBUFE XJUlI FNFSHJOH NBSLFU JOWFTUJOH BC
EJGGJDVMU UP IFEHF FGGFDUJWFMZ BHBJOTU TVDI SJTLT

&VSPQF — 3FDFOU &WFOUT

" OVNCFS PG DPVOUSJFT JO &VSPQF IBWF FYQFSJFODFE TFWFSF FDP!
JTTVFST BOE FWFO DFSUBJO HPWFSONFOUT IBWF EFGBVMUFE PO PS CFF
GBDFE EJGGJDVMUJFT PCUBJOJOH DSFEJU PS SFGJOBODJOH FYJTUJOH PC
HPWFSONFOU PS DFOUSBM CBOL TVQQPSU IBWF OFFEFE UP SBJTF DBQJULE
GJOBODJBM NBSLFUT JO &VSPQF BOE FMTFXIFSF IBWF FYQFSJFODFE FYUS
EJGGJDVMUJFT NBZ DPOUJOVF XPSTFO PS TQSFBE XJUIJO BOE PVUTJEF P
HPWFSONFOUT DFOUSBM CBOLT BOE PUIFST JODMVEJOH BVTUFSJUZ NFB”
NBZ MIJNJU GVUVSF HSPXUI BOE FDPOPNJD SFDPWFSZ PS IBWF PUIFS VOJC
HPWFSONFOUT BOE PUIFST PG UIFJS EFCU DPVME IBWF BEEJUJPOBM BEWF
BSPVOE UIF XPSME

*O BEEJUJPO UIF 60JUFE ,JOHEPN MFGU UIF &VSPQFBO 60JPO PO +B
'‘PMMPXJOH B USBOTJUJPO QFSJPE UIF 60JUFE ,JOHEPN T QPTU #SFYJU U
%FDFNCFS XBT QSPwWJTJPOBMMZ BQQMJFE FGGFDUJWF +BOVBSZ
TJHOJGJDBOU NBSLFU VODFSUBJOUZ SFHBSEJOH #SFYJU T SBNJGJDBUJPO
SFHVMBUPSZ FDPOPNJD BOE NBSLFU PVUDPNFT DBOOPU CF GVMMZ LOPX
wpMBUJMJUZ BOE JMMJRVJEJUZ BOE MPXFS FDPOPNJD HSPXUI GPS DPNQB
BOE SFWFOVFT 5IF 60JUFE ,JOHEPN IBT POF PG UIF MBSHFTU FDPOPNJFT
60JPO DPVOUSJFT BOE UIF 60JUFE 4UBUFT #SFYJU NBZ DSFBUF BEEJUJPC
JODMVEJOH B DPOUSBDUJPO PG UIF 60JUFE ,JOHEPN T FDPOPNZ EFDSFBT
XFMM BT B EFDSFBTF JO CVTJOFTT BOE DPOTVNFS TQFOEJOH BOE JOWFTU
PUIFS &VSPQFBO FDPOPNJFT CVU BMTP UIF CSPBEFS HMPCBM FDPOPNZ DP
XJUIESBX GSPN UIF &VSPQFBO 60JPO BOE PS BCBOEPO UIF FVSP UIF DPN
JO &VSPQF IBWF TVGGFSFE UFSSPS BUUBDLT BOE BEEJUJPOBM BUUBDLT |
NJHSBUJPO GSPN UIF .JEEMF &BTU BOE "GSJDB

5[F VMUJNBUF FGGFDUT PG UIFTF FWFOUT BOE PUIFS TPDJP QPMJUJD
BGGFDU HMPCBM FDPOPNJFT BOE NBSLFUT 8IFUIFS PS OPU UIF 'VOE JOWF
TIJHOJGJIJDBOU FYQPTVSF UP &VSPQFBO JTTVFST PS DPVOUSJFT UIFTF FWF
JOWFTUNFOUT

3JTLT 3SFMBUFE UP 3VTTJB T *OWBTJPO PG 6LSBJOF

3vTTJB T NJMJUBSZ JOWBTJPO PG 6LSBJOF JO 'FCSVBSZ UIF SFT\
DPVOUSJFT BOE UIF QPUFOUJBM GPS XJEFS DPOGMJDU DPVME JODSFBTF
BGGFDU SFHJPOBM BOE HMPCBM FDPOPNJFT 5IF 60JUFE 4UBUFT BOE PUIF
3vTTJB DFSUBJO 3VTTJBO JOEJWJEVBMT CBOLJOH FOUJUJFT BOE DPSQPE
BOE NBZ JNQPTF TBODUJPOT PO PUIFS DPVOUSJFT UIBU QSPWJEF NJMJUB!
BDUJPOT JODMVEJOH QSFWFOUJOH SFQBUSJBUJPO PG DBQJUBM CZ 6 4 B
NBSLFU EJTSVQUJPOT JODMVEJOH JO DFSUBJO NBSLFUT JOEVTUSJFT BOI
OFHBUJWFMZ BGGFDUFE HMPCBM TVQQMZ DIBJOT GPPE TVQQMIFT JOGME
BDUJPOT BOE UIF SFQFSDVTTJPOT PG TVDI BDUJPOT JODMVEJOH BOZ TBO
BUUBDLT BSF JNQPTTJCMF UP QSFEJDU S5IFTF BOE BOZ SFMBUFE FWFOUT
PG BO JOWFTUNFOU JO UIF 'VOE FWFO JG UIF '"VOE EPFT OPU IBWF EJSFD|
BGGFDUFE CZ UIF JOWBTJPO



&VSPEPMMBS PS :BOLFF OCMJHBUJPOT

&VSPEPMMBS CBOL PCMJHBUJPOT BSF 6 4 EPMMBS EFOPNJOBUFE EF(
OPO 6 4 CSBODIFT PG 6 4 CBOLT BOE CZ OPO 6 4 CBOLT :BOLFF PCMJHB
6 4 DBQJUBM NBSLFUT CZ OPO 6 4 JTTVFST &VSPEPMMBS BOE UP B MJN.
SJTLT OOF TVDI SJTL JT UIF QPTTJCJMJUZ UIBU B OPO 6 4 HPWFSONFOU 1
BDSPTT JUT CPSEFST OUIFS SJTLT JODMVEF BEWFSTF QPMJUJDBM BOE FI
PG HPWFSONFOU SFHVMBUJPO PG GJOBODJBM NBSLFUT BOE JOTUJUVUJPO
OBUJPOBMJ[BUJPO PG OPO 6 4 JTTVFST

4PWFSFJHO (PWFSONFOU BOE 4VQSBOBUJPOBM %FCU OCMJHBUJPOT

51F 'VOE NBZ JOWFTU JO BMM UZQFT PG EFCU TFDVSJUJFT PG HPWFS!
51FTF TPWFSFJHO EFCU TFDVSJUJFT NBZ JODMVEF EFCU TFEDVSJUJFT JTT\
JOTUSVNFOUBMJUJFT BOE QPMJUJDBM TVCEJWJTJPOT MPDBUFE JO FNFSH.
DPOUSPMMFE PS TQPOTPSFE FOUJUJFT MPDBUFE JO FNFSHJOH NBSLFU DP
JOWFTUNFOU DIBSBDUFSJTUJDT PG JOTUSVNFOUT JTTVFE CZ BOZ PG UIF E
HPWFSONFOUT BOE GJOBODJBM JOTUJUVUJPOT PS EFCU TFDVSJUJFT JTT\
TVQSBOBUJPOBM FOUJUZ JT B CBOL DPNNJTTJPO PS DPNQBOZ FTUBCMJTI
PS NPSF DPVOUSJFT UP QSPNPUF SFDPOTUSVDUJPO PS EFWFMPQNFOU *O
&VSPQFBO 60JPO UIF &VSPQFBO *OWFTUNFOU #BOL UIF *OUFS "NFSJDBO
60JUFE /BUJPOT UIF 8PSME #BOL BOE UIF &VSPQFBO #BOL GPS 3FDPOTUS
OP UBYJOH BVUIPSJUZ BOE BSF EFQFOEFOU PO UIFJS NFNCFST GPS QBZNF
NPSF NFNCFST PG B TVQSBOBUJPOBM PSHBOJ[BUJPO XJMM DPOUJOVF UP I
UIF PSHBOJ[BUJPO NBZ CF VOBCMF UP QBZ JOUFSFTU PS SFQBZ QSJODJQB
JOWFTUNFOUT 'VSUIFS UIF MFOEJOH BDUJWJUJFT PG TVDI FOUJUJFT BSF
JODPNF

4PWFSFJHO EFCU JT TVCKFDU UP SJTLT JO BEEJUJPO UP UIPTF SFMBI
UIF JTTVJOH HPWFSONFOU NBZ CF JNNVOF GSPN MBXTVJUT JO UIF FWFOU
EFCUPS T XJMMJOHOFTT PS BCJMJUZ UP SFQBZ JO B UIJNFMZ NBOOFS NBZ
FYUFOU PG JUT OPO 6 4 DVSSFODZ SFTFSWFT UIF BWBJMBCJMJUZ PG TVC
SFMBUJWF TJ[F PG UIF EFCU TFSWJDF CVSEFO UP UIF FDPOPNZ BT B XIPMI
MFOEFST BOE UIF QPMJUJDBM DPOTUSBJOUT UP XIJDI UIF TPWFSFJHO EFC
EJTCVSTFNFOUT PS BTTJTUBODF GSPN OPO 6 4 HPWFSONFOUT PS NVMUJC
JOUFSOBUJPOBM DSFEJUT BOE UIF DPVOUSZ T CBMBODF PG USBEF "TTJT
BVTUFSJUZ NFBTVSFT BOE SFGPSNT FDPOPNJD QFSGPSNBODF BOE PS UIF
JNQMFNFOU TVDI SFGPSNT BDIJFWF TVvDI MFWFMT PG FDPOPNJD QFSGPSN
DBODFMMBUJPO PG TVDI UIJSE QBSUJFT DPNNJUNFOUT UP MFOE GVOET U
BCIJMJUZ PS XJMMJOHOFTT UP TFSWJDF JUT EFCUT JO B UJNFMZ NBOOFS



%FQPTJUBSZ SFDFJQUT JO HFOFSBM BSF TVCKFDU UP NBOZ PG UIF S.
NBSLFU JMMJRVJEJUZ DVSSFODZ QPMJUJDBM JOGPSNBUJPO BOE PUIFS
SJTL JG UIF VOEFSMZJOH TFDVSJUZ JT USBEFE JO B GPSFJHO DVSSFODZ
QBSUJDJQBUJPO PG UIF JTTVFS PG UIF VOEFSMZJOH GPSFJHO TFDVSJUZ B
UIFSF JT XJUI SFTQFDU UP EPNFTUJD DPNQBOJFT BOE JTTVFST PG TFDVSJ
JOGPSNBUJPO BWBJMBCMF UIFSF NBZ OPU CF B DPSSFMBUJPO CFUXFFO T

JJHI :JFME i+VOLw #POET
)JJHI ZJFME TFDVSJUJFT BSF NFEJVN PS MPXFS SBUFE TFDVSJUJFT BOE
SFGFSSFE UP BT ilJHI ZJFMEw PS iKVOLwWw CPOET (FOFSBMMZ TVDI TFDVSJ

QBSUJDJ UIF GFNVQ@SNPSCTFJQC NBTUQcF & QBUPO QB MBR ™ GFPBIF AS H



3FTUSJDUFE TFDVSJUJFT NBZ CF TPME POMZ QVSTVBOU UP 4&% 3V
USBOTBDUJPOT PS JO QVCMJID PGGFSJOHT XJUI SFTQFDU UP XIJDI B SF



JOWFTU JO PUIFS JOWFTUNFOU DPNQBOJFT UP UIF FYUFOU EFTJSFE *O BI
PUIFS JOWFTUNFOU MJNJUBUJPOT PS SFEFNQUJPO SFTUSJDUJPOT XIJDI N
XJUl SFTLJOH












HPWFSONFOU *TTVFST PG TVDI TFDVSJUJFT JODMVEF 'BOOJF .BF GPSNBNM
'SFEEJF .BD GPSNBMMZ LOPXO BT UIF '"FEFSBM )PNF -PBO .PSUHBHF $PSQ
DPSQPSBUJPO XI1JDI JT TVCKFDU UP HFOFSBM SFHVMBUJPO CZ UIF 4FDSFU
JTTVFE CZ 'BOOJF .BF BSF HVBSBOUFFE BT UP UJNFMZ QBZNFOU PG QSJOL
TUPDLIPMEFS PXOFE DPSQPSBUJPO DIBSUFSFE CZ $POHSFTT BOE TVCKFD
%FWFMPQNFOU 1BSUJDJQBUJPO DFSUJGJDBUFT SFQSFTFOUJOH JOUFSFTL
BT UP UIF UIJNFMZ QBZNFOU PG JOUFSFTU BOE VMUJNBUF DPMMFDUJPO PG
GJOBODJBM TVQQPSU UP 'BOOJF .BF BOE 'SFEEJF .BD JO UIF QBTU CVU Ul
HPWFSONFOU TQPOTPSFE FOUJUJFT JO UIF GVUVSF

Privately issued MBS. 6 OMJLF .#4 JTTVFE PS HVBSBOUFFE CZ UIF 6 4 HPWFSONF
FOUJUJFT .#4 JTTVFE CZ QSJWBUF JTTVFST EP OPU IBWF B HPWFSONFOU
DSFEJU FOIBODFNFOU QSPWJEFE CZ FYUFSOBM FOUJUJFT TVDI BT CBOLT |
USBOTBDUJPO JUTFMG

*O BEEJUJPO .#4 UIBU BSF JTTVFE CZ QSJWBUF JTTVFST BSF OPU TV
NPSUHBHFT UIBU BSF BQQMJDBCMF UP UIPTF .#4 UIBU IBWF B HPWFSONFO
NPSUHBHF MPBOT VOEFSMZJOH QSJWBUF .#4 NBZ BOE GSFRVFOUMZ EP IE
DIBSBDUFSJTUJDT UIBO HPWFSONFOU PS HPWFSONFOU TQPOTPSFE .#4 BO
SBUF UFSN TJ[F QVSQPTF BOE CPSSPXFS DIBSBDUFSJTUJDT 1SJWBUFMZ
MPBO UP WBMVF NPSUHBHFT BOE NBOVGBDUVSFE IPVTJOH MPBOT 5IF DPV
QSIWBUF MBCFM .#4 QPPM NBZ WBSZ UP B HSFBUFS FYUFOU UIBO UIPTF J(
JODMVEF TVCQSJIJNF NPSUHBHF MPBOT 4VCQSJNF MPBOT SFGFS UP MPBOT
MPXFS DBQBDJUZ UP NBLF UIJNFMZ QBZNFOUT PO UIFJS MPBOT 'PS UIFTF
NBOZ DBTFT IJHIFS EFGBVMU SBUFT UIBO UIPTF MPBOT UIBU NFFU HPWFSC

1SIWBUFMZ JTTVFE NPSUHBHF CBDLFE TFDVSJUJFT BSF OPU USBEFE
TFDVSJUJFT FTQFDJBMMZ XIFO UIFSF JT B QFSDFIWFE XFBLOFTT JO UIF N
USBEJOH NBSLFU NPSUHBHF CBDLFE TFDVSJUJFT IFME JO UIF '"VOE T QPS!
DPNQMFYJUJFT JOWPMWFE JO BTTFTTJOH UIF WBMVF PG UIF VOEFSMZJOH

Adjustable rate mortgage-backed securites. "EKVTUBCMF SBUF NPSUHBHF CBDLFE TFDVSJI
TFDVSJUJFT DPMMBUFSBMJ[FE CZ NPSUHBHFT XJUl BEKVTUBCMF SBUIFS U
B NPSUHBHF QPPM HFOFSBMMZ QSPWJEF GPS B GJYFE JOJUJBM NPSUHBHF
"GUFS UIBU TDIFEVMF PG QBZNFOUT IBT CFFO DPNQMFUFE UIF JOUFSFTU
BEKVTUNFOU CBTFE PO DIBOHFT UP B EFTJHOBUFE CFODINBSL JOEFY

.PSUHBHFT VOEFSMZJOH NPTU "3.#4 NBZ DPOUBJO NBYJNVN BOE NJO.
SBUF NBZ OPU WBSZ PWFS UIF MIGFUJNF PG UIF NPSUHBHF *O BEEJUJPO
MJIJNJUBUJPOT PO UIF NBYJNVN BNPVOU CZ XI1JDI UIF NPSUHBHF JOUFSFTU
FWFOU UIBU NBSLFU SBUFT PG JOUFSFTU SJTF NPSF SBQJEMZ UP MFWFMT
VOEFSMZJOH BO "3.#4 UIF "3.#4 DPVQPO NBZ SFQSFTFOU B CFMPX NBSLF
WBMVF PG UIF "3.#4 XJMM MJLFMZ IBWF GBMMFO %VSJOH QFSJPET PG EFL
SBUF NPSUHBHFT UIBU SFNBJO JO UIF NPSUHBHF QPPM VOEFSMZJOH UIF "
NPSUHBHFT XIJDI XJMM SFNBJO DPOTUBOU "EKVTUBCMF SBUF NPSUHBHF
SBUFT EFDMJOF UIBO EP GJYFE SBUF JOWFTUNFOUT *O BEEJUJPO UIF D\
EVSJOH JOUFSJN QFSJPET CFUXFFO DPVQPO SFTFU EBUFT

Stripped mortgage-backed securities. 4USJQQFE NPSUHBHF CBDLFE TFDVSJUJFT i4.#4w
DMBTTFT PG TFDVSJUJFT UIBU SFDFIJWF EJGGFSFOU QSPQPSUJPOT PG UIF
DPNNPO UZQF PG 4.#4 XJMM IBWF BU MFBTU POF DMBTT SFDFJWJOH POMZ
DMBTT XJMM SFDFJWF BMM PG UIF JOUFSFTU i*Ow PS JOUFSFTU POMZ DMI
QsJobJQBM POMZ DMBTT 5IF ZJFME UP NBUVSJUZ PO *0T 10T BOE PUIFS
QSFNJVN PS EJTDPVOU HFOFSBMMZ BSF FYUSFNFMZ TFOTJUJWF OPU POMZ
QSJODJQBM QBZNFOUT JODMVEJOH QSFQBZNFOUT PO UIF SFMBUFE VOEF



NBZ IBWF B NBUFSJBM BEWFSTF FGGFDU PO TVDI TFDVSJUJFT ZJFME UP N
UlBO BOUJDJQBUFE QSFQBZNFOUT PG QSJODJQBM UIF 'VOE NBZ GBJM UP
TFDVSJUJFT IBWF SFDFJWFE UIF IJHIFTU SBUJOH CZ B /3430

4 . #4 IBWF HSFBUFS WPMBUJMJUZ UIBO PUIFS UZQFT PG TFDVSJUJFT
JOWFTUPST UISPVHI TFWFSBM JOWFTUNFOU CBOLJOH GJSNT BDUJOH BT C
GVMMZ EFWFMPQFE "DDPSEJOHMZ UIF TFDPOEBSZ NBSLFU GPS 4.#4 NBZ
.#4 QPUFOUJBMMZ MJIJNJUJOH UIF 'VOEhT BCJMJUZ UP CVZ PS TFMM 4.#4 B

Collateralized mortgage obligatons "OPUIFS UZQF PG TFDVSJUZ SFQSFTFOUJOH BO JC
LOPXO BT B bPMMBUFSBMJ[FE NPSUHBHF PCMJHBUJPO i$.0w $.0T SFQSF
UFSN QPSUJPO PG B NPSUHBHF QPPM &BDI QPSUJPO PG UIF QPPM SFDFJW
UISPVHI UP UIF TIPSU UFSN $.0 GJSTU BOE UP UIF MPOH UFSN $.0 MBTU "
SBUF PG QSJODJQBM SFQBZNFOUT $.0T BSF JTTVFE CZ QSJWBUF JTTVFST
'BOOJF .BF BOE 'SFEEJF .BD *OWFTUNFOUT JO $.0T BSF TVCKFDU UP UIF T
NPSUHBHF CBDLFE TFDVSJUJFT *O BEEJUJPO JO UIF FWFOU PG B CBOLSYV
'VOE UIF 'VOE DPVME FYQFSJFODF EFMBZT JO MJRVJEBUJOH CPUI JUT QP
DBUFHPSZ PG UIF SFDPHOJ[FE SBUJOH TFSWJDFT BOE NBZ JOWFTU JO VOS
SFQSFTFOU POMZ UIF JODPNF QPSUJPO PS UIF QSJODJQBM QPSUJPO PG U



"EEJUJPOBMMZ BO BTTFU CBDLFE TFDVSJUZ JT TVCKFDU UP SJTLT BT
QFSGPSNBODF 'PS FYBNQMF B TFSWJDJOH BHFOU PS PSJHJOBUPS T NJTI
FH GBJMVSF UP QSPQFSMZ EPDVNFOU B TFDVSJUZ JOUFSFTU JO UIF VO
BOE UP UIF VOEFSMZJOH DPMMBUFSBM

Asset-backed commercial paper. 51F '"VOE NBZ QVSDIBTF DPNNFSDJBM QBQFS JODMYV



BTTPDJBUFE XJUIl GJYFE JODPNF TFDVSJUJFT EJTDVTTFE FMTFXIFSF JO Ul
SJTL $%0T DBSSZ BEEJUJPOBM SJTLT JODMVEJOH CVU OPU MJNJUFE UP
CF BEFRVBUF UP NBLF JOUFSFTU PS PUIFS QBZNFOUT JJ UIF DPMMBUFSE
EPXOHSBEFE JG SBUFE Cz B OBUJPOBMMZ SFDPHOJ[FE TUBUJTUJDBM SBU
BSF TVCPSEJOBUF UP PUIFS USBODIFT JW UIF DPNQMFY TUSVDUVSF PG
BOE NBZ QSPEVDF EJTQVUFT XJUI UIF JTTVFS PS VOFYQFDUFE JOWFTUNFC

'PSXBSE 3PMM 5SBOTBDUJPOT

*O B GPSXBSE SPMM USBOTBDUJPO BMTP LOPXO BT B NPSUHBHF EPM
BOE TINVMUBOFPVTMZ DPOUSBDUT UP SFQVSDIBTF TVCTUBOUJBMMZ TJINJI
EBUF 5IF 'VOE NBZ FOUFS JOUP B GPSXBSE SPMM USBOTBDUJPO DPNNJUN
XIFSFCZ SBUIFS UIBO BDDFQUJOH EFMIWFSZ PG UIF TFDVSJUZ PO UIF TQI
UP SFQVSDIBTF B TINJMBS TFDVSJUZ BU B MBUFS UJNF *O UIJT DBTF UIF
DPNQFOTBUFE CZ UIF JOUFSFTU FBSOFE PO UIF DBTI QSPDFFET PG UIF JO
TBMF QSJDF BOE UIF MPXFS SFQVSDIBTF QSJDF BU UIF GVUVSF EBUF

'PSXBSE SPMM USBOTBDUJPOT JOWPMWF UIF SJTL UIBU UIF NBSLFU W
VOEFS UIF BHSFFNFOU NBZ EFDMJOF CFMPX UIF SFQVSDIBTF QSJDF *O Ul
USBOTBDUJPO GJMFT GPS CBOLSVQUDZ PS CFDPNFT JOTPMWFOU UIF 'VOE
QFOEJOH B EFUFSNJOBUJPO CZ UIF PUIFS QBSUZ PS JUT USVTUFF PS SFD
TFDVSJUJFT

'PSXBSE SPMM USBOTBDUJPOT NBZ IBWF B MFWFSBHJOH FGGFDU PO |
NPSF WPMBUJMF BOE JODSFBTJOH UIF 'VOE T PWFSBMM JOWFTUNFOU FYQ
UIF QPSUGPMJP NBOBHFS T BCJMJUZ UP DPSSFDUMZ QSFEJDU JOUFSFTU S
USBOTBDUJPOT DBO CF TVDDFTTGVMMZ FNQMPZFE

1SFGFSSFE 4FDVSJUJFT
5FSF BSF UXP CBTJD UZQFT PG QSFGFSSFE TFDVSJUJFT USBEJUJPO









BFQVSDIBTF "HSFFENFOUT

60EFS UIF UFSNT PG B UZQJDBM SFQVSDIBTF BHSFFNFOU UIF '"VOE XF
B DPVOUFSQBSUZ UzZzQJDBMMZ B CBOL PS B CSPLFS EFBMFS TVCKFDU UP
UIF TFDVSJUJFT BU BO BHSFFE VQPO UJNF BOE QSJDF 5IF 'VOE NBZ FOUF
DPOTJTUT FOUJSFMZ PG DBTI JUFNT BOE PS TFDVSJUJFT PG UIF 6 4 (PWF.
TQPOTPSFE FOUFSQSJTFT 5IF 'VOE NBZ BMTP FOUFS JOUP SFQVSDIBTF B
UZQFT PG TFDVSJUJFT JODMVEJOH TFDVSJUJFT UIF 'VOE DPVME OPU QVS|
TFDVSJUJFT X1JDI TFSWF BT DPMMBUFSBM NBZ JODMVEF CVU BSF OPU MJ
DPSQPSBUF EFCU PCMJHBUJPOT BTTFU CBDLFE TFDVSJUJFT JODMVEJOH
TFDVSJUJFT BOE DPNNPO BOE QSFGFSSFE TUPDL BOE NBZ CF PG CFMPX J(
HSFBUFS UIBO UIF QVSDIBTF QSJDF QBJE CZ UIF 'VOE UIFSFCZ EFUFSNJO,
NBZ CF USFBUFE BT B TFDVSFE MPBO XIFSF UIF 'VOE MPBOT DBTI UP UIF
TFDVSJUJFT BT DPMMBUFSBM "MM SFQVSDIBTF BHSFFNFOUT FOUFSFE JOL
EVSJOH UIF UFSN PG B SFQVSDIBTF BHSFFNFOU UIF WBMVF PG UIF VOEFS
SFQVSDIBTF QSJDF "MTP UIF 'VOE PS JUT DVTUPEJBO JT SFRVJSFE UP IB
CFMJFWFT XJMM HIWF UIF 'VOE B WBMJE QFSGFDUFE TFDVSJUZ JOUFSFTL

3FQVSDIBTF BHSFFNFOUT DPVYME JOWPMWF DFSUBJO SJTLT JO UIF FW
QPTTJCMF EFMBZT PS SFTUSJDUJPOT VQPO UIF '"VOE T BCJMJUZ UP EJTQP
WBMVF PG UIF VOEFSMZJOH TFDVSJUJFT EVSJOH UIF QFSJPE JO XIJDI UIF
B MINJUFE NBSLFU PS OP NBSLFU GPS EJTQPTJUJPO PG TVDI VOEFSMZJOH
BTTFSUJOH UIPTF SJHIUT BOE UIF SJTL PG MPTJOH BMM PS QBSU PG UIF J
SJTLT CVU UIFSF JT OP HVBSBOUFF UIBU TVDI FGGPSUT XJMM CF TVDDFTT
TFDVSJUJFT UIF 'VOE DPVME OPU QVSDIBTF EJSFDUMZ BOE UIF DPVOUFSC
TFDVSJUJFT 3FQVSDIBTF BHSFFNFOUT DPMMBUFSBMJIJ[FE CZ TFDVSJUJFT |
SJTLT BOE BSF NPSF MJLFMZ UP IBWF B UFSN UP NBUVSJUZ PG MPOHFS UI
UlBO TFWFO EBZT BSF DPOTJEFSFE UP CF JMMJRVIJE

3FQVSDIBTF BHSFFNFOUT NBZ CF FOUFSFE JOUP PS OPWBUFE XJUI B (
DPVOUFSQBSUZ 5IF 'VOE XPVME UIFO CFDPNF TVCKFDU UP UIF SVMFT PG
SFNFEJFT JODMVEJOH SFDPVSTF UP DPMMBUFSBM PS EFMBZ PS SFTUSJD
DMFBSJOHIPVTFT JOTPMWFODZ DMFBSJOHIPVTFT JOTPMWFODZ d0O'—JA MC



UIF QSPDFFET PG B SFWFSTF SFQVSDIBTF BHSFFNFOU JO PUIFS TFDVSJUJ|
NBSLFU WBMVF PG UIF TFDVSJUJFT JO XIJDI UIF QSPDFFET BSF JOWFTUFE
JOWFTUNFOU JO UIF 'VOE NPSF WPMBUJMF BOE JODSFBTFT UIF 'VOE T PWIH
JOWFTUNFOU PG UIF QSPDFFET PG UIF SFWFSTF SFQVSDIBTF BHSFFNFOU |
UP QBZ VOEFS UIF SFWFSTF SFQVSDIBTF BHSFFNFOU FOHBHJOH JO UIF US

8IFO UIF 'VOE FOUFST JOUP B SFWFSTF SFQVSDIBTF BHSFFNFOU JU
NBZ GIMF GPS CBOLSVQUDZ CFDPNF JOTPMWFOU PS PUIFSXJTF EFGBVMU
DPVOUFSQBSUZ UIFSF NBZ CF EFMBZT DPTUT BOE SJTLT PG MPTT JOWPM
UIPTF SJHIUT NBZ CF MJNJUFE CZ PUIFS DPOUSBDUVBM BHSFFNFOUT PS P!

*O BEEJUJPO UIF 'VOE NBZ CF VOBCMF UP TFMM UIF JOTUSVNFOUT T°
XIFO JU XPVME CF BEWBOUBHFPVT UP EP TP PS NBZ CF SFRVJSFE UP MJR
EJTBEWBOUBHFPVT UP EP TP JO PSEFS UP NBLF QBZNFOUT XJUI SFTQFDU
DPVME BEWFSTFMZ BGGFDU UIF 'VOE T TUSBUFHZ BOE SFTVMU JO MPXFS (

51F 'VOE XJMM USFBU SFWFSTF SFQVSDIBTF BHSFFNFOUT BOE TJIJNJME
4FDUJPO PG UIF "DU CZ NBJOUBJOJOH BTTFU DPWFSBHF PG BU MFBT
USBOTBDUJPOT GPS QVSQPTFT PG 3VMF G JODMVEJOH BT BQQMJDBCM

4FDVSJUJFT -FOEJOH

5IF 'VOE NBZ MFOE JUT QPSUGPMJP TFDVSJUJFT QSPWJEFE UIBU DB
NBSLFU WBMVF PG TVDI TFDVSJUJFT JT DPOUJOVPVTMZ NBJOUBJOFE CZ U
USBOTBDUJPO UIF PUIFS QBSUZ XJMM QBZ UIF 'VOE BO BNPVOU FRVJWBM
'VOE NBZ JOWFTU UIF DBTI DPMMBUFSBM BOE FBSO BEEJUJPOBM JODPNF
UIF PUIFS QBSUZ XIP IBT EFMIJWFSFE FRVIWBMFOU DPMMBUFSBM 5IFTF U¢
UIF PUIFS QBSUZ 5IF 'VOE NBZ QBZ BENJOJTUSBUJWF BOE DVTUPEJBM GF|
OFHPUJBUFE QPSUJPO PG UIF JOUFSFTU FBSOFE PO UIF DBTI PS FRVIJWBM
"MUIPVHI WPUJOH SJHIUT PS SJHIUT UP DPOTFOU XJUI SFTQFDU UP UIF SF
NBLF BSSBOHFNFOUT UP WPUF PS DPOTFOU XJUI SFTQFDU UP B NBUFSJBM
TFDVSJUJFT JODMVEF QPTTJCMF EFMBZT JO SFDPWFSJOH PS UIF GBIJMVSF
TIPVME UIF CPSSPXFS GBJM GJOBODJBMMZ 5IF '"VOE SVOT UIF SJTL UIBU
PCMJHBUJPO BOE UIBU UIF WBMVF PG UIF DPMMBUFSBM SFDFIJWFE NBZ EF
DPMMBUFSBM BOE JOWFTUT UIBU DBTI UIF 'VOE JT TVCKFDU UP UIF SJTL |
JU UP UIF DPVOUFSQBSUZ 4VCKFDU UP UIF GPSFHPJOH MPBOT PG GVOE 7
FDPOPNJD DIBSBDUFSJTUJDT TINJMBS UP SFWFSTF SFQVSDIBTF BHSFFNFC
MFOEJOH BMUIPVHI JU NBZ FOHBHF JO USBOTBDUJPOT TVDI BT SFWFSTF

41PSU 4BMFT

41PSU TBMFT BSF USBOTBDUJPOT JO XIJDI UIF 'VOE TFMMT B TFEDVSJL
WBMVF PG UIF TFDVSJUZ BMTP LOPXO BT iOBLFEw TIPSU TBMFT 5P NBLF
'VOE JT UIFO PCMJHBUFE UP SFQMBDF UIF CPSSPXFE TFDVSJUZ CZ QVSDIB
SFQMBDFNFOU 5IF QSJDF BU TVDI UJNF NBZ CF NPSF PS MFTT UIBO UIF Q¢
UIF TFDVSJUZ JT FOUJUMFE UP SFUBJO UIF QSPDFFET GSPN UIF TIPSU TBN
TFDVSJUZ 60OUJM UIF TFDVSJUZ JT SFQMBDFE UIF 'VOE JT SFRVJSFE UP
TIBSFT TPME TIPSU 5P CPSSPX UIF TFDVSJUZ UIF 'VOE BMTP NBZ CF SFR
TFDVSJUZ TPME

5IF 'VOE XJMM SFBMJ[F B HBJO JG UIF QSJDF PG B TFDVSJUZ EFDMJO
UIF '"VOE QVSDIBTFT B TFDVSJUZ UP SFQMBDF UIF CPSSPXFE TFDVSJUZ 0C
TFDVSJUZ JODSFBTFT CFUXFFO UIPTF EBUFT 5IF BNPVOU PG BOZ HBJO XJ
QSFNJVN PS JOUFSFTU UIBU UIF 'VOE NBZ CF SFRVJSFE UP QBZ UIF MFOEF
SFUVSOFE UP UIF MFOEFS PO TIPSU OPUJDF *G UIF SFRVFTU GPS UIF SFU
TFDVSJUZ BSF SFDFJWJOH TIJNJMBS SFRVFTUT B iTIPSU TRVFF[Fw DBO PD






UP UIF SJHIU PG QBZNFOU PG BOPUIFS DMBTT PG UIF TUSVDUVSFE OPUF |
VOTVCPSEJOBUFE iTUSVDUVSFEw OPUFT

4VCPSEJOBUFE 4FDVSJUJFT

4VCPSEJOBUFE TFDVSJUJFT JODMVEF TFDVSJUJFT XI1JDI BSF TVCPSE]
X1JDlI SFQSFTFOU JOUFSFTUT JO QPPMT PG TVDI TVCPSEJOBUFE PS KVOJP
iKVOLw CPOET J F CPOET UIBU BSF SBUFE CFMPX JOWFTUNFOU HSBEF C.



6 4 5SFBTVSZ OCMJHBUJPOT



TFDVSJUJFT XJUI XIJDI UIFZ XFSF JOJUJBMMZ TPME 8BSSBOUT NBZ CF Q\
WBMVF PG POF PS NPSF TQFDJGJFE JOEFYFT IiJOEFY XBSSBOUTw *OEFY
JOTUJUVUJPOT BOE HIWF UIF IPMEFS UIF SJHIU BU BOZ UJNF EVSJOH UIF



Pay-In-Kind Securities. 1BZ JO LJOE TFDVSJUJFT BSF CPOET XIJDI QBZ JOUFSFTU
FRVJUZ TFDVSJUJFT 1BZ JO LJOE TFDVSJUJFT IBWF DIBSBDUFSJTUJDT TJ"
TFDVSJUJFT NBZ CF QBJE JO UIF GPSN PG PCMJHBUJPOT PG UIF TBNF UZQ
LJOE CPOET BMTP DBSSZ BEEJUJPOBM SJTL BT IPMEFST PG UIFTF UZQFT P
QPSUJPO PG TVDI TFDVSJUJFT JT TPME BOE JG UIF JTTVFS EFGBVMUT UII
QSJDF PG QBZ JO LJOE CPOET JT BGGFDUFE CZ JOUFSFTU SBUF DIBOHFT L
UIBU PG TFDVSJUJFT XIJDI QBZ JOUFSFTU JO DBTI 4JNJMBS UP [FSP DPVQ
IPMEFS PG QBZ JO LJOE CPOET UP BDDSVF JODPNF XJUI SFTQFDU UP UIFT|
JUT RVBMJGJDBUJPO BT B SFHVMBUFE JOWFTUNFOU DPNQBOZ BOE BWPJE
SFRVJSFE UP EJTUSJCVUF JODPNF BDDSVFE XJUI SFTQFDU UP UIFTF TFDV:






+BOF 5SVT 5SVTUFF 1SFT 4JODF 4FOJPS 7JDF 1S
#PSO $1JFG &YFDVUJ #PBSE .BOBHFN



"EEJUJPOBM O0GGJDFST

/IBNF :FBS
#JSUI

BOE "EESF’ 1PTJUJPO T XJ

5FE 1 #FDLFS
#PSO
'SBOLMJO 5FNQ

5FSN PG 0G¢
BOE -FOHUI
5JNF 4FSWF

1SJODJQBM 0DDVQBUJ
%VSJOH UIF 1BTU "JWF



2VBMJGJIJDBUJPOT PG 5SVTUFFT #PBSE -FBEFSTIJQ 4USVDUVSF BOE O



BOBFQFIBEHGEB MPWFSNOBO@D EFMHOH POV BRBSDIHNI@ S0€ECGHP BB B BRI P OB E® UF SN
#PBSE JT OPU BGGJMJBUFE XJUI 'SBOLMJO 5FNQMFUPO JT BQQSPQSJBUF
PSEFSMZ BOE FGGJDJFOU GMPX PG JOGPSNBUJPO CFUXFFO UIF *OEFQFOE

51F "VEJU $PNNJUUFF PWFSTFFT UIF TDPQF PG UIF 'VOE T BVEJU UIF
QSBDUJDFT BOE JUT JOUFSOBM DPOUSPMT 5IF "VEJU $PNNJUUFF BTTJTUT
JOUFHSJUZ PG UIF 'VOE T BDDPVOUJOH BVEJUJOH BOE GJOBODJBM SFQPES
JOEFQFOEFOU SFHJTUFSFE QVvCMJD BDDPVOUJOH GJSN BOE UIF 'VOE T DP
$PNNJUUFF BQQSPWFT BOE SFDPNNFOET UP UIF #PBSE GPS SBUJGJDBUJP
'VOE T JOEFQFOEFOU SFHJTUFSFE QVCMJD BDDPVOUJOH GJSN BOE BQQSP
BDDPVOUJOH GJSN 5IF "VEJU $PNNJUUFF BMTP BQQSPWFT BMM BVEJU BO|
JOEFQFOEFOU SFHJTUFSFE QVCMJD BDDPVOUJOH GJSN BOE BMM QFSNJTT
SFHJTUFSFE QvVCMJD BDDPVOUJOH GJSN UP UIF .BOBHFS BOE BOZ BGGJMJ
'VOE T PQFSBUJPOT BOE GJOBODJBM SFQPSUJOH

51F $POUSBDU $PNNJUUFF JT DIBSHFE XJUI BTTJTUJOH UIF #PBSE JO
.BOBHFS BOE UIF 4VCBEWJTFS BT NBZ SFBTPOBCMZ CF OFDFTTBSZ UP FWE
BHSFFNFOU TVCBEWJTPSZ BSSBOHFNFOUT BOE EJTUSJCVUJPO BSSBOHFN

51F 1TFSGPSNBODF $PNNJUUFF JT DIBSHFE XJUI BTTJTUJOH UIF #PBSE
'VOE BOE GVOE NBOBHFNFOU XJUI SFTQFDU UP JOWFTUNFOU NBOBHFNFOU
QFSGPSNBODF BOE QFSGPSNBODF CFODINBSLT BOE UIF BQQMJDBCMF SJT

51F (PWFPOBODFPRPNNIJUUFF JT DIBSHFE XJUI PWFSTFFJOH #PBSE HP!
T™MFDUJOH BOE OPNJOBUJOH QFSTPOT GPS FMFDUJPO PS BQQPJOUNFOU
BEHTS 5 BSONFHE O | B VIER@AI ® G S BW DAHM BROYEQ FISN FOB3JIOH $PNNJUUFF UIF GVODUJ
DPNQFOTBUJPO GPS TFSWJOH BT B 5SVTUFF PO UIF #PBSE *O BEEJUJPO
BNPOH PUIFS UIJOHT TFMFDUJOH BOE SFDPNNFOEJOH DBOEJEBUFT UP GJ
OPNJOFFT SFDPNNFOEFE CZ B TIBSFIPMEFS *O FWBMVBUJOH QPUFOUJBM
TIBSFIPMEFST UIF $PNNJUUFF UBLFT JOUP DPOTJEFSBUJPO WBSJPVT GBD
DIBSBDUFS BOE JOUFHSJUZ CVTJOFTT BOE QSPGFTTJPOBM FYQFSJFODF |
BOQQMZ TPVOE BOE JOEFQFOEFOU CVTJOFTT KVEHNFOU BOE XPVME BDU JO
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$PNNJUUFF PS UP UIF #PBSE XJUIl SFTQFDU UP WBSJPVT BTQFDUT PG SJTL
BSJTFO BOE SFTQPOTFT UIFSFUP 5IF #PBSE SFDPHOJ[FT UIBU OPU BMM S.
CF QsBbuJbBM PS DPTU FGGFDUJWF UP FMIJNJOBUF PS NJUJHBUF DFSUBJ(
JOWFTUNFOU SFMBUFE SJTLT UP BDIJFWF UIF '"VOE T HPBMT BOE UIBU UI
DFSUBJO SJTLT NBZ CF MJNJUFE JO UIFJS FGGFDUJWFOFTT .PSFPWFS SF
UuzQJbBMMZ TVNNBSJFT PG UIF SFMFWBOU JOGPSNBUJPO "T B SFTVMU PG
PWFSTJHIU JT TVCKFDU UP JOIFSFOU MJNJUBUJPOT

%VSJOH UIF GJTDBM ZFBS FOEFE %FDFNCFS UIF #PBSE NFU U
(PWFSOBODF $PNNJUUFF NFU UIJNFT UIF 1FSGPSNBODF $PNNJUUFF NFU
UJNF BOE UIF $POUSBDU $PNNJUUFF NFU UJIJNF
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5lF .BOBHFS B MJNJUFE MJBCJMJUZ DPNQBOZ PSHBOJ[FE VOEFS UIF
NBOBHFS UP UIF 'VOE BOE QSPWJEFT BENJOJTUSBUJWF BOE DFSUBJO PWF
NBOBHFNFOU BHSFFNFOU UIF i.BOBHFNFOU "HSFFNFOUw 5IF .BOBHFS IB"

BOE BMTP TFSWFT BT UIF JOWFTUNFOU NBOBHFS PG PUIFS 'SBOLMJO !
TVCTJEJBSZ PG 'SBOLMJO 3FTPVSDFT B %YFMBXBSF DPSQPSBUJPO 'SBOLM
'SBOLMJO 1BSLXBZ 4BO .BUFP $BMJGPSOJB JT B HMPCBM JOWFTUNF!
TVCTJEJBSJFT BT 'SBOLMJO 5FNQMFUPO

5/F .BOBHFS IBT BHSFFE VOEFS UIF .BOBHFNFOU "HSFFNFOU TVCKFL



51F .BOBHFNFOU "HSFFNFOU XJMM DPOUJOVF JO FGGFDU GPS JUT JOJ
DPOUJOVBODF JT TQFDJGJDBMMZ BQQSPWFE BU MFBTU BOOVBMMZ B CZ |
PG UIF *OEFQFOEFOU 5SVTUFFT DBTUJOH WPUFT JO BDDPSEBODF XJUI BQ¢

51F .BOBHFNFOU "HSFFNFOU QSPWJEFT UIBU UIF .BOBHFS NBZ SFOEF!
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uiBo EBZT OPS MFTT UIBO EBZT XSJUUFO OPUJDF UP UIF .BOBHFS P

. ™",
YI:OPUFWPSL—I)IJ—': .éIOé;HFNFOU "HSFFNFOU QSPWJEFT UIBU UIF .BOBPN@ S JZO



OWFS CIMMJIP(

-BSHF $BQ (SPXUI 'JSTU CIMMJPC
IFYU CIMMJIPO
IFYU CIMMIJIPO

IFYU CIMMJIPO

OWEFS CIMMJP(
-BSHF $BQ 7BMVF 'JSTU NIMMJP
IFYU NIMMJIP(
IFYU NIMMJIP(
IFYU NIMMJIP(

OWEFS CIJMMJPO

.JE $BQ 1PSUGPM. 'JSTU CIMMJPC
/IFYU CIMMJPO
/IFYU CIMMJPO
/IFYU CIMMJPO

OWFS CIMMJIP(

4NBMM $BQ (SPXU /"

51F UBCMF CFMPX TFUT GPSUI UIF NBOBHFNFOU GFFT QBJE CZ UIF 'V
QBSFOUIFTFT XJUI SFTQFDU UP UIF GJTDBM QFSJPET JOEJDBUFE

.BOBHFN
'"FFT /IFU .BOBHEF
(SPTT B8BJWFE & '"FFT "GL
'PS UIF "JTDBM 1F¢ .BOBHFN T 8BIJWFST &
'VOE %FDFENCFS 'FFET 3FINCVS 3FIJNCVSTEFI

"QQSFDJBU.



%IWIEFOE ¢
IPSUGPMJP

(SPXUI 1PSL

-BSHF $BQ (
1PSUGPMJP

-BSHF $BQ 7
1PSUGPMJP

.JE $BQ 1PS

4ANBMM $BQ
1PSUGPMJP

"OZ FYQFOTF MJNJUBUJPO BSSBOHFNFOUT JO QMBDF EVSJOH UIF 'VO
1SPTQFDUVT JO FGGFDU BT BNFOEFE PS TVQQMFNFOUFE GSPN UJNF UP U

4VCBEWJTFS

$MFBS#SJEHF *OWFTUNFOUT --$ TFSWFT BT UIF TVCBEWJTFS UP UIF
BHSFFNFOU CFUXFFO UIF .BOBHFS BOE UIF 4VCBEWJTFS UIF i4VCBEWJTP S
"WFOVF /FX :PSL /FX :PSL 5lF 4AVCBEWJTFS JT BO JOEJSFDU XIPMMZ

"T DPNQFOTBUJPO GPS JUT TFSWJDFT UIF .BOBHFS QBZT UP UIF 4VC]|
UP UIF .BOBHFS CZ UIF 'VOE OFU PG BOZ XBJWFST BOE FYQFOTF SFIJNCVS

8FTUFSO "TTFU .BOBHFNFOU $PNQBOZ --$ PSHBOJ[FE VOEFS UIF MB>
UPHFUIFS XJUI UIF 4VCBEWJTFS UIF i4VCBEWJTFSw NBOBHFT UIF QPSUJI
JU QVSTVBOU UP B TFQBSBUF TVCBEWJTPSZ BHSFFNFOU CFUXFFO UIF .BO
UPHFUIFS XJUI UIF 4VCBE