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➤ The recent rally in Euribor futures appears to be anticipating a
significant economic slowdown.

➤ However, there is enough evidence to suggest that growth will
remain strong in coming quarters.

➤ If our growth outlook materializes, the ECB will tighten monetary
policy by more than is currently discounted by markets.

The recent deterioration in some business surveys has prompted expectations of a
euro-area economic slowdown and a scaling down of interest rate hike projections.
Three-month Euribor futures are assuming that short-term rates will peak at about
5% early next year. By contrast, one month ago, Euribor futures were discounting a
higher peak of about 5.25%. True, GDP growth in 3Q appears to have moderated to
an annualized pace of about 3% (from 3¾% in 1H00), but the extent of the
slowdown probably was exaggerated by one-off factors. Recent surveys suggest that
growth will stay around 3½% on average in coming quarters. With above trend
growth, a gradual up-trend in core inflation and warning signals in lead inflation
guides, we continue to expect that the refi rate will rise to about 5¾% late next year.
After this week’s move, the next 25-bp increase should come by early next year.

Most surveys suggest that growth is moderating, but not sharply. For example, the
manufacturing PMI fell further in September, pushing the 3Q average clearly below
that of 2Q but still well above that of 1Q. The services PMI was stable in September,
which leaves the 3Q average marginally lower than in 2Q but also clearly above 1Q.
In September, the EU Commission’s manufacturing confidence indicator was
marginally lower than the peak in June. On balance, the recent readings still point to
an underlying rate of expansion only modestly below that of 1H00.

The main indicator that signals risks of a sharper downturn is Germany’s ifo, which
has fallen for three months in a row. However, its breakdown is illustrative: While
the business expectations component has deteriorated since early this year, order
books and production plans have continued to improve (see Figure 1). Business
expectations probably have been hurt by the profit margin squeeze created by
booming import costs and stiff competitive pressures in many sectors, rather than by
the prospect of weak demand. Of course, a sustained deterioration in profit margins
typically would translate into lower capital spending eventually. However,
profitability ratios apparently remain high, and the expected moderation in oil prices
will restore margins again next year.

The breakdown of the manufacturing PMI shows that destocking of final products
may be exaggerating the 3Q manufacturing slowdown (after an apparently sizable
build-up in 2Q).1 Also, companies in the services sector reported disruptions to
activity in September because of fuel protests. Finally, some manufacturing and
service sector companies registered reduced activity because of short-term capacity
constraints due to unexpectedly strong demand. Against a backdrop of strong order
books, these developments suggest that part of the recent moderation in
manufacturing activity is temporary, while service sector output would have even

                                                  
1 The first estimate of 2Q national accounts showed a big (0.5% Q/Q non-annualized) accumulation of stocks. These figures are
subject to (sometimes large) revisions, and do not distinguish between stocks of semi-manufactured and finished goods.
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rebounded late last quarter in the absence of the protests. In fact, a commonly used
leading indicator of manufacturing activity in the euro area — the Belgian
confidence index — rebounded in August after having moderated earlier in the year
(see Figure 2).

The strength of employment expectations provides further evidence that there is no
sharp manufacturing slowdown in sight. The EU Commission’s quarterly survey of
employment expectations has been a reliable guide to actual employment in that
sector. For example, this series showed a modest dip in late-1998 and early-1999,
correctly predicting a temporary moderation in growth at that time, when the
headline business expectations indices were plunging. In 3Q, employment
expectations in manufacturing continued to improve significantly, suggesting that
businesses do not foresee a weakening of final demand (see Figure 3). Although no
longer improving, employment expectations in construction remain buoyant. Finally,
both manufacturing and services PMIs reported continued healthy expansion in
employment in September — although at a slightly weaker pace than in prior
months.

)LJXUH����(XUR�$UHD�¥�%HOJLDQ�/HDGLQJ�,QGLFDWRU�DQG�(XUR�$UHD
3URGXFWLRQ�([SHFWDWLRQV�LQ�0DQXIDFWXULQJ��'LIIXVLRQ�,QGLFHV��
�����6HS���
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A survey of our sector equity analysts shows that euro-area companies generally
face strong demand and remain reasonably optimistic about future prospects (see
Figure 4). Pricing power is mixed, with some sectors raising prices — partly because
of higher input costs — while others still seem to face strong competition forcing a
profit margin squeeze.

Against this backdrop, the recent drop in consumer confidence probably reflects also
the transmission to households of the negative shock from higher oil prices. Private
consumption probably moderated a bit in 3Q. Evidence of this came this week:
Despite a strong reading in July, retail sales are set for a slowdown compared with a
very strong 2Q, while consumer confidence dropped in August-September to the
levels that prevailed in mid-1999, when consumption was growing at 2¾% year on
year. We estimate that real disposable income will rise by about 2½% this year. But
sizable personal income tax cuts (some of which will be implemented already this
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quarter) and the expected moderation in oil prices should boost it by more than 3½%
in 2001.

)LJXUH����(XUR�$UHD�¥�$VVHVVPHQW�RI�'HPDQG�&RQGLWLRQV�LQ�6HOHFWHG�6HFWRUV��DV�RI�(DUO\�2FWREHU������

6HFWRU $VVHVVPHQW�RI�'HPDQG 2WKHU�,PSRUWDQW�)DFWV
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&DSLWDO�*RRGV
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•�$HURVSDFH�DQG�'HIHQVH 9HU\�VWURQJ��DLUFUDIW����1R�ORQJHU�IDOOLQJ��GHIHQVH�
•�2LOILHOG�6HUYLFHV�DQG�(TXLSPHQW 'HFHQW 1R�SULFLQJ�SRZHU
6RXUFH��6FKURGHU�6DORPRQ�6PLWK�%DUQH\�

The risks to this favorable growth outlook are now evenly balanced, as opposed to
the largely upside risks that prevailed until a few months ago. Euro weakness
boosted exports earlier this year: Real merchandise exports rose by 14.5% year on
year and 13.5% year on year in 1Q and 2Q respectively. But the U.S. — and global
— manufacturing slowdown probably moderated export growth last quarter. Hints
of that appeared in July exports (up 10% year on year in nominal terms — probably
only 3% or so in volume). While an export slowdown was expected, the surprisingly
large and persistent spike in oil prices is denting disposable income more than
anticipated a few months ago. Looking ahead, however, the projected rebound in
private consumption will largely offset the export slowdown.

If, as expected, growth remains in line with our projections, the ECB probably will
tighten monetary policy more than the markets are currently anticipating. The need
to eventually slow growth to trend — which we believe to be around 2¾% as
opposed to the historical average of 2¼% — will require modestly higher real rates,
especially against a backdrop of fiscal easing. Moreover, as core inflation creeps up
above 1½% on average next year, nominal rates will have to rise even more to
prevent real rates from falling. Risks of a passthrough of higher input costs into core
inflation were evident this week in the manufacturing PMI (with some companies
describing spreading shortages of semi-manufactured goods) and in the services
PMI (showing a jump in prices charged in September.) At the same time, the EU
Commission survey registered in September another meaningful jump in
households’ inflation expectations for the year ahead.

In summary, growth
prospects remain

favorable, and risks are
evenly balanced.

If growth proves
resilient, the ECB

probably will tighten by
more than markets
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➤ Riksbank recent rhetoric points to a near-term hike of the repo rate…

➤ …although not necessarily next week, with the new inflation report.

➤ The longer the Riksbank stays on hold, the higher the risks for the
krona.

The Riksbank has started to prepare the ground for a near-term repo rate hike,
although the case for a move next week, when the new inflation report is released on
October 10, is not clear cut. This week, Riksbank Governor Urban Bäckström stated:
“In my opinion, the time for another increase is coming closer, at least as long as
demand growth remains strong. But today I find it hard to envisage a main scenario
that unequivocally threatens price stability in the period of one to two years ahead.”
This statement contrasts with the rhetoric of previous minutes of the Riksbank
Executive Board’s monetary policy meetings, which pointed to the need for
increasing the repo rate “in the future”, although the remarks do not suggest that
monetary tightening is imminent. In any case, we expect the repo rate to be at 4% by
yearend, from 3.75% currently. Moreover, market expectations that the repo rate
will rise to 5%-5.25% over the next year appear too aggressive.

Before the August monetary policy meeting we argued that it would be easier for the
Riksbank to tighten monetary policy in October and we still think that the central
bank has strong arguments to do so next week:

• The 2001 budget will introduce fiscal easing worth SKr30 billion (1.5% of
GDP) next year, largely through personal income tax cuts. This scale of
relaxation is more than double the easing that the Riksbank had embedded in its
June inflation projections and should provide a solid footing for economic
growth next year, even if external demand slows.

• Moreover, the trade-weighted krona has depreciated by nearly 5% since the June
inflation report (see Figure 5). At its previous meeting in August, the Board
downplayed the softness of the krona, arguing that there were no reasons to
revise the long-term krona projections. However, at that time, the TCW index
had depreciated only by 1.5% compared with the June level. Moreover, now the
risk exists that if the NASDAQ’s slide persists, the krona will soften further, as
capital flows out of the Swedish stock market, which is highly specialized in the
technological sector. Admittedly, a Swedish stock market correction probably
would have a negative impact on consumer sentiment and spending, but wealth
effects are smaller than the boost to exports from the softer krona and, in any
case, Swedish equity prices are still 50% above the end-1998 levels.

• Finally, second-quarter GDP was revised up to 4.3% year on year, from an
initially reported 4%, largely on account of stronger domestic demand. The first
release of second-quarter GDP had prompted a downward revision of consensus
growth projections for this year. In contrast, a rate of growth of around 4% for
the year as a whole now looks more plausible, suggesting that the Swedish
economy is expanding well above potential for the third consecutive year.
Moreover, business surveys continue to point to strong growth across all sectors
of the economy and report rising bottlenecks, although, for now, they are not
widespread.

Carmen Nuzzo  
(44-20) 7721-3878

carmen.nuzzo
@ssmb.com
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Nevertheless, despite soaring oil prices, so far consumer inflation expectations have
remained remarkably low and in line with the Riksbank 2% inflation target (see
Figure 6). Furthermore, because inflation remains extremely low net of oil prices,
taxes and mortgage interest payments (around 0.5%) and continues to undershoot
the Riksbank’s expectation, the authorities still may find it difficult to justify an
interest rate hike next week. The same day as the inflation report publication,
Governor Bäckström will testify in Parliament on the conduct of monetary policy, in
his traditional biannual hearing, and will be asked to justify why recently inflation
has been persistently lower than the Riksbank’s forecasts.

)LJXUH�����6ZHGHQ�¥�7UDGH�:HLJKWHG�.URQD��7&:�,QGH[��6HS
���� �����������2FW�����
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6RXUFHV��6&%�DQG�'DWDVWUHDP�

In this week’s speech, the Governor already highlighted some possible explanations,
including higher Swedish productivity growth than historical norms, a more efficient
functioning of the labor market and increased price competition. The Governor
stated that potential GDP growth now may be between 2% and 2.5% (compared
with 1.5%-2% previously). And he did not rule out the possibility that the Swedish
economy could enjoy a U.S.-style productivity growth acceleration in the future.
Moreover, he noted that profit margins have remained unusually low compared with
previous economic upswings. This is probably the factor that has deviated most from
the Riksbank’s underlying inflation assumptions.

However, if the authorities do not tighten monetary policy next week, there is a high
risk that the krona will depreciate further before the next Board monetary policy
meeting in December. The krona softness since June has been marked against the
U.S. dollar, reflecting dollar strength. Nevertheless, the krona also has depreciated
recently against the euro and this trend may intensify now that the negative interest
rate spread between the Swedish and the euro-area repo rate has widened to 100
basis points.

Longer term, the wage round that will start this autumn will prove key to
determining the pace and the scale of future monetary tightening. For now, however,
until unions’ wage demands become clearer, the Riksbank probably will weigh the
upward inflation risks stemming from wage growth with the downward risks posed
by a faster-than-expected global growth slowdown, suggesting that monetary policy
will continue to be tightened gradually.

However, underlying
inflation remains low, as
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expectations.

A structural change may
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Swedish inflation

propensity.
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Wim Duisenberg, ECB President

“We don't precisely know what the so-called neutral rate is. We do believe that the
monetary policy stance we have adopted today is appropriate for the current
circumstances including our assessment of inflationary developments for the
medium-term future. So we do regard it as the appropriate monetary policy stance.”
Reuters, October 5, 2000

Hans Eichel, German Finance Minister

“There is an EU agreement. (The strategic oil reserves) are only there to deal with
supply shortages and not with jumps in the oil price.”
Reuters, September 29, 2000.

Romano Prodi, European Commission President

“Since we created the euro, (economic growth) has gone better and better. We
increased our growth by two percentage points and in one year we will overtake
them (the United States)...We have lost value to the dollar but, one must remember,
this was not good for the dollar. If the Federal Reserve and our banks intervened
together to support the euro it was because such a weak euro was also hurting the
United States.”
RAI Italian State TV/Reuters, October 4, 2000.

Jean-Pierre Roth, Swiss National Bank Deputy President

“We must guard against the illusion that we can prevent the inflation that will result
[from the rise in oil prices]. We therefore expect a deterioration in the short term.
(…) We have indeed a good equilibrium at present, which allows us to make sure
that the situation is under control.”
Quoted in Le Temps, own translation, October 4, 2000.

Bernard Thibault, Secretary-General of French CGT (Trade Union)

“There is a striking need to raise wages and recognize qualifications. (…) To me,
having 20 firms where conflicts led to [wage] improvements as early as September
is not negligible. We will ensure the diffusion [to other sectors] of the 3%-4% wage
gains obtained by some employees.”
Interview with Le Monde, own translation, October 6, 2000.
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6SDLQ
2FW�� ,QGXVWULDO�3URGXFWLRQ��&DOHQGDU�$GMXVWHG��-XO� )RUHFDVW�������<U��<U�

3UHYLRXV�������<U��<U�

3URGXFWLRQ�H[SHFWDWLRQV�DUH�FRQVLVWHQW�ZLWK�D�UHERXQG�RI�PDQXIDFWXULQJ�DFWLYLW\�LQ�-XO\��DIWHU�D�WHPSRUDU\�EOLS�LQ�-XQH��6WURQJ�GHPDQG�IRU�LQYHVWPHQW
DQG�LQWHUPHGLDWH�JRRGV�SURGXFWV�VKRXOG�FRQWLQXH�WR�OHDG�WKH�H[SDQVLRQ�RI�PDQXIDFWXULQJ�DFWLYLW\�

2FW��� &RQVXPHU�3ULFHV��+HDGOLQH��-XO� )RUHFDVW�������<U��<U�
3UHYLRXV�������<U��<U�

&RQVXPHU�3ULFHV��([�)UHVK�)RRG�	�(QHUJ\��0D\� )RUHFDVW�������<U��<U�
3UHYLRXV�������<U��<U�

� +LJKHU�IUHVK�IRRG�DQG�HQHUJ\�SULFHV��IROORZLQJ�WKH�6HSWHPEHU�UHERXQG�RI�RLO�FRVWV��SUREDEO\�OLIWHG�6HSWHPEHU�&3,�E\������PRQWK�RQ�PRQWK��1HW�RI
WKHVH�YRODWLOH�FRPSRQHQWV��FRUH�LQIODWLRQ�SUREDEO\�URVH�E\�������UHIOHFWLQJ�KLJKHU�PDQXIDFWXUHG�JRRGV�SULFHV��ERRVWHG�E\�SUHYLRXV�LQSXW�FRVW
LQFUHDVHV��DQG�KLJKHU�SULFHV�LQ�VHOHFWHG�VHUYLFHV�

8QLWHG�.LQJGRP
2FW�� 3URGXFHU�,QSXW�3ULFHV��6HS� )RUHFDVW�������0R��0R���������<U��<U�
����� 3UHYLRXV�������0R��0R���������<U��<U�
/RQGRQ�7LPH

7KH�VKDUS�JDLQ�LQ�ERWK�RLO�DQG�QRQRLO�FRPPRGLW\�SULFHV�VHHQ�LQ�6HSWHPEHU�SUREDEO\�ZLOO�FDXVH�DQRWKHU�ODUJH�MXPS�LQ�LQSXW�SULFHV��,Q�VWHUOLQJ�WHUPV�
WKH�HFRQRPLVW�QRQRLO�FRPPRGLW\�LQGH[�URVH������PRQWK�RQ�PRQWK�LQ�6HSWHPEHU��WKH�ELJJHVW�JDLQ�VLQFH�������ZKLOH�VWHUOLQJ�RLO�SULFHV�URVH�E\�QHDUO\
�����2XU�IRUHFDVW�GRHV�QRW�DOORZ�IRU�WKH�IXOO�HIIHFW�RI�WKHVH�FRVW�SUHVVXUHV�WR�FRPH�WKURXJK�WR�WKH�LQSXW�SULFH�VHULHV�LQ�RQH�PRQWK�EXW�DVVXPHV�WKDW�
DV�QRUPDO��WKHVH�SUHVVXUHV�ZLOO�IHHG�WKURXJK�RYHU�VHYHUDO�PRQWKV�

2FW�� 3URGXFHU�2XWSXW�3ULFHV��6HS� )RUHFDVW�������0R��0R��������<U��<U�
����� 3UHYLRXV��������0R��0R��������<U��<U�
/RQGRQ�7LPH ([FOXGLQJ�7D[��$XJ��6HS� )RUHFDVW�������0R��0R��������<U��<U�

3UHYLRXV��������0R��0R��������<U��<U�
([FOXGLQJ�)RRG��'ULQN��7REDFFR�DQG�)XHO��6HS��6$� )RUHFDVW�������0R��0R��������<U��<U�

3UHYLRXV�������0R��0R��������<U��<U�

7KH�\HDU�RQ�\HDU�JDLQ�LQ�WKH�FRUH�RXWSXW�SULFH�VHULHV��ZKLFK�H[FOXGHV�IRRG��GULQN��WREDFFR�DQG�SHWUROHXP�SURGXFWV��KDV�EHHQ�WUHQGLQJ�XS�RYHU�WKH
SDVW�\HDU��UHDFKLQJ�D�IRXU�\HDU�KLJK�RI������LQ�$XJXVW��:H�H[SHFW�WKH�\HDU�RQ�\HDU�JDLQ�LQ�WKLV�VHULHV�WR�ULVH�IXUWKHU�LQ�FRPLQJ�PRQWKV��EXW�EDVH
HIIHFWV�IURP�D�KLJK�JDLQ�LQ�6HSWHPEHU������PD\�SUHYHQW�D�IXUWKHU�ULVH�LQ�WKH�\HDU�RQ�\HDU�UDWH�IRU�WKLV�PRQWK��1HYHUWKHOHVV��ZH�GRXEW�WKDW�WKLV�VHULHV
KDV�SHDNHG��7KH�RYHUDOO�RXWSXW�SULFH�VHULHV��DQG�WKH�H[�WD[�RQH��SUREDEO\�ZLOO�EH�ERRVWHG�E\�KLJK�SULFHV�IRU�SHWUROHXP�SURGXFWV�EHFDXVH�RI�WKH�VKDUS
6HSWHPEHU�ULVH�LQ�RLO�SULFHV�
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.H\�,QWHUQDWLRQDO�(FRQRPLF�,QGLFDWRUV

8QLWHG�.LQJGRP��&RQW©G�
2FW��� 5HWDLO�3ULFHV��6HS� )RUHFDVW�������0R��0R��������<U��<U�
����� 3UHYLRXV�������0R��0R��������<U��<U�
/RQGRQ�7LPH 53,;��6HS� )RUHFDVW�������0R��0R��������<U��<U�

3UHYLRXV��������0R��0R��������<U��<U�
53,<��6HS� )RUHFDVW�������0R��0R��6$�������<U��<U�

3UHYLRXV��������0R��0R��6$�������<U��<U�

:H�VXVSHFW�WKDW�KLJKHU�SHWURO�SULFHV�ZLOO�SXVK�WKH�53,�KLJKHU�LQ�6HSWHPEHU��DOWKRXJK�WKHUH�DUH�D�ORW�RI�XQFHUWDLQWLHV�EHFDXVH�WKH�53,�ZDV�FRXQWHG�RQ
WKH�GD\�ZKHQ�PXFK�RI�WKH�FRXQWU\�ZDV�RXW�RI�SHWURO�DQG�WKXV�LW�LV�QRW�FOHDU�H[DFWO\�ZKDW�SULFHV�ZHUH�XVHG�IRU�SHWURO��:H�KDYH�DVVXPHG�WKDW�UHWDLO
SHWURO�SULFHV�URVH����PRQWK�RQ�PRQWK��UHYHUVLQJ�$XJXVW©V�GURS�DQG�DGGLQJ������WR�WKH�RYHUDOO�53,��%DVH�HIIHFWV�DOVR�ZLOO�EH�VOLJKWO\�DGYHUVH��JLYHQ
WKDW�UHWDLO�SULFHV�¥�HVSHFLDOO\�JRRGV�SULFHV�¥�ZHUH�TXLWH�VRIW�LQ�6HSWHPEHU�������$JDLQVW�WKDW��WKH�\HDU�RQ�\HDU�JDLQ�LQ�VHDVRQDO�IRRG�SULFHV
SUREDEO\�ZLOO�GHFOLQH�DJDLQ�GXH�WR�EDVH�HIIHFWV�IURP�D�KLJK�UHDGLQJ�D�\HDU�DJR��/RRNLQJ�IRUZDUG��ZH�H[SHFW�WKH�53,;�UDWH�WR�HGJH�XS�IXUWKHU�LQ�FRPLQJ
PRQWKV��DOWKRXJK�LW�SUREDEO\�ZLOO�VWD\�EHORZ�WDUJHW�IRU�WKH�UHVW�RI�WKLV�\HDU�

2FW��� %&&�4XDUWHUO\�(FRQRPLF�6XUYH\���4�
����� 6HUYLFH�6HFWRU�'RPHVWLF�2UGHUV )RUHFDVW�����
/RQGRQ�7LPH 3UHYLRXV�����

6HUYLFH�6HFWRU�([SRUW�2UGHUV )RUHFDVW�����
3UHYLRXV�����

0DQXIDFWXULQJ�'RPHVWLF�2UGHUV )RUHFDVW����
3UHYLRXV����

0DQXIDFWXULQJ�([SRUW�2UGHUV )RUHFDVW����
3UHYLRXV�����

7KLV�LV�WKH�ZLGHVW�TXDUWHUO\�VXUYH\�RI�WKH�8.��FRYHULQJ�ERWK�VHUYLFHV�SOXV�PDQXIDFWXULQJ��DQG�DOVR�ZLWK�JRRG�FRYHUDJH�RI�VPDOO�DQG�PHGLXP�VL]HG
ILUPV��7KH�VXUYH\�KDV�D�ODUJH�QXPEHU�RI�TXHVWLRQV��DQG�LW�LV�KDUG�WR�ERLO�LW�GRZQ�WR�MXVW�RQH�RU�WZR�LQGLFDWRUV��7KLV�PDNHV�LW�KDUGHU�IRU�PDUNHWV�WR
LQWHUSUHW�WKH�VXUYH\�EXW�LW�LV�VXIILFLHQWO\�LPSRUWDQW�WKDW�LW�LV�ZRUWK�WKH�HIIRUW��:H�H[SHFW�WKH�UHDGLQJV�RQ�PDQXIDFWXULQJ�WR�LPSURYH�VOLJKWO\��LQ�UHVSRQVH
WR�WKH�GURS�LQ�WKH�SRXQG�VLQFH�WKH�-XQH�-XO\�VXUYH\��LQ�OLQH�ZLWK�WKH�VOLJKW�LPSURYHPHQW�LQ�RXWSXW�H[SHFWDWLRQV�VHHQ�LQ�WKH�PRQWKO\�&%,�VXUYH\V�VLQFH
WKHQ��7KH�RWKHU�NH\�UHDGLQJV�DUH�WKRVH�RQ�KLULQJ�SODQV�DQG�UHFUXLWPHQW�GLIILFXOWLHV��7KH�-XO\�VXUYH\�VKRZHG�D�VKDUS�ULVH�LQ�ILUPV©�KLULQJ�LQWHQWLRQV�
ZLWK�WKH�VKDUH�RI�ILUPV�FLWLQJ�UHFUXLWPHQW�GLIILFXOWLHV�DOVR�VWD\LQJ�KLJK��$QRWKHU�UHDGLQJ�DORQJ�WKRVH�OLQHV�ZRXOG�DGG�WR�IHDUV�WKDW�SURGXFWLYLW\�LV�QRW
DFFHOHUDWLQJ��LI�LW�LV��ILUPV�ZRXOG�PHHW�H[WUD�GHPDQG�YLD�KLJKHU�SURGXFWLYLW\�UDWKHU�WKDQ�E\�KLULQJ�PRUH�VWDII��DQG�WKDW�WKH�ODERU�PDUNHW�ZLOO�RYHUKHDW�
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$'',7,21$/�,1)250$7,21�$9$,/$%/(�8321�5(48(67
6FKURGHU�6DORPRQ�6PLWK�%DUQH\���666%����DQG�WKH�FRPSDQLHV�ZLWKLQ�&LWLJURXS��LQFOXGLQJ�WKH�6DORPRQ�6PLWK�%DUQH\�JURXS�RI�FRPSDQLHV���WKH�)LUP����PD\�PDNH�D
PDUNHW�LQ�WKH�VHFXULWLHV�GLVFXVVHG�LQ�WKLV�UHSRUW�DQG�PD\�VHOO�WR�RU�EX\�IURP�FXVWRPHUV��DV�SULQFLSDO��VHFXULWLHV�UHFRPPHQGHG�LQ�WKLV�UHSRUW���7KH�)LUP�RU�HPSOR\HHV
SUHSDULQJ�WKLV�UHSRUW�PD\�KDYH�D�SRVLWLRQ�LQ�VHFXULWLHV�RU�RSWLRQV�RI�DQ\�FRPSDQ\�UHFRPPHQGHG�LQ�WKLV�UHSRUW���$Q�HPSOR\HH�RI�WKH�)LUP�PD\�EH�D�GLUHFWRU�RI�D
FRPSDQ\�UHFRPPHQGHG�LQ�WKLV�UHSRUW���7KH�)LUP�PD\�SHUIRUP�RU�VROLFLW�LQYHVWPHQW�EDQNLQJ�RU�RWKHU�VHUYLFHV�IURP�DQ\�FRPSDQ\�UHFRPPHQGHG�LQ�WKLV�UHSRUW�

6HFXULWLHV�UHFRPPHQGHG��RIIHUHG��RU�VROG�E\�WKH�)LUP���L��DUH�QRW�LQVXUHG�E\�WKH�)HGHUDO�'HSRVLW�,QVXUDQFH�&RUSRUDWLRQ���LL��DUH�QRW�GHSRVLWV�RU�RWKHU�REOLJDWLRQV�RI
DQ\�LQVXUHG�GHSRVLWRU\�LQVWLWXWLRQ��LQFOXGLQJ�&LWLEDQN���DQG��LLL��DUH�VXEMHFW�WR�LQYHVWPHQW�ULVNV��LQFOXGLQJ�WKH�SRVVLEOH�ORVV�RI�WKH�SULQFLSDO�DPRXQW�LQYHVWHG�

$OWKRXJK�LQIRUPDWLRQ�KDV�EHHQ�REWDLQHG�IURP�DQG�LV�EDVHG�XSRQ�VRXUFHV�WKH�)LUP�EHOLHYHV�WR�EH�UHOLDEOH��ZH�GR�QRW�JXDUDQWHH�LWV�DFFXUDF\�DQG�LW�PD\�EH
LQFRPSOHWH�RU�FRQGHQVHG���$OO�RSLQLRQV�DQG�HVWLPDWHV�FRQVWLWXWH�WKH�)LUP
V�MXGJPHQW�DV�RI�WKH�GDWH�RI�WKH�UHSRUW�DQG�DUH�VXEMHFW�WR�FKDQJH�ZLWKRXW�QRWLFH���7KLV
UHSRUW�LV�IRU�LQIRUPDWLRQDO�SXUSRVHV�RQO\�DQG�LV�QRW�LQWHQGHG�DV�DQ�RIIHU�RU�VROLFLWDWLRQ�IRU�WKH�SXUFKDVH�RU�VDOH�RI�D�VHFXULW\�

,QYHVWLQJ�LQ�QRQ�86�VHFXULWLHV�E\�86�SHUVRQV�PD\�HQWDLO�FHUWDLQ�ULVNV���,QYHVWRUV�ZKR�KDYH�UHFHLYHG�WKLV�UHSRUW�IURP�WKH�)LUP�PD\�EH�SURKLELWHG�LQ�FHUWDLQ�86�6WDWHV
IURP�SXUFKDVLQJ�VHFXULWLHV�PHQWLRQHG�LQ�WKLV�UHSRUW�IURP�WKH�)LUP��SOHDVH�DVN�\RXU�)LQDQFLDO�&RQVXOWDQW�IRU�DGGLWLRQDO�GHWDLOV�

7KLV�UHSRUW�KDV�EHHQ�DSSURYHG�IRU�GLVWULEXWLRQ�LQ�WKH�8QLWHG�.LQJGRP�E\�6DORPRQ�%URWKHUV�,QWHUQDWLRQDO�/LPLWHG��ZKLFK�LV�UHJXODWHG�E\�WKH�6HFXULWLHV�DQG�)XWXUHV
$XWKRULW\���7KH�LQYHVWPHQWV�DQG�VHUYLFHV�FRQWDLQHG�KHUHLQ�DUH�QRW�DYDLODEOH�WR�SULYDWH�FXVWRPHUV�LQ�WKH�8.���7KLV�UHSRUW�ZDV�SUHSDUHG�E\�WKH�)LUP�DQG��LI�GLVWULEXWHG
LQ�-DSDQ�E\�1LNNR�6DORPRQ�6PLWK�%DUQH\�/LPLWHG��LV�EHLQJ�VR�GLVWULEXWHG�XQGHU�OLFHQVH���7KLV�UHSRUW�LV�PDGH�DYDLODEOH�LQ�$XVWUDOLD�WKURXJK�6DORPRQ�6PLWK�%DUQH\
$XVWUDOLD�6HFXULWLHV�3W\�/WG���$&1���������������D�/LFHQVHG�6HFXULWLHV�'HDOHU��DQG�LQ�1HZ�=HDODQG�WKURXJK�6DORPRQ�6PLWK�%DUQH\�1HZ�=HDODQG�/LPLWHG��D�PHPEHU
ILUP�RI�WKH�1HZ�=HDODQG�6WRFN�([FKDQJH���7KLV�UHSRUW�GRHV�QRW�WDNH�LQWR�DFFRXQW�WKH�LQYHVWPHQW�REMHFWLYHV�RU�ILQDQFLDO�VLWXDWLRQ�RI�DQ\�SDUWLFXODU�SHUVRQ���,QYHVWRUV
VKRXOG�REWDLQ�DGYLFH�EDVHG�RQ�WKHLU�RZQ�LQGLYLGXDO�FLUFXPVWDQFHV�EHIRUH�PDNLQJ�DQ�LQYHVWPHQW�GHFLVLRQ�

7KH�UHVHDUFK�RSLQLRQV�KHUHLQ�PD\�GLIIHU�IURP�WKRVH�RI�7KH�5RELQVRQ�+XPSKUH\�&RPSDQ\��//&��D�ZKROO\�RZQHG�VXEVLGLDU\�RI�6DORPRQ�6PLWK�%DUQH\�

6DORPRQ�6PLWK�%DUQH\�LV�D�VHUYLFH�PDUN�RI�6DORPRQ�6PLWK�%DUQH\�,QF�

6FKURGHUV�LV�D�WUDGHPDUN�RI�6FKURGHUV�+ROGLQJV�SOF�DQG�LV�XVHG�XQGHU�OLFHQVH�

��6DORPRQ�6PLWK�%DUQH\�,QF����������$OO�ULJKWV�UHVHUYHG���$Q\�XQDXWKRUL]HG�XVH��GXSOLFDWLRQ�RU�GLVFORVXUH�LV�SURKLELWHG�E\�ODZ�DQG�PD\�UHVXOW�LQ�SURVHFXWLRQ�

����
�����($����
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�,QWHUQDWLRQDO�)LQDQFLDO�DQG�(FRQRPLF�&DOHQGDU�����2FW����¤����2FW���

8QLWHG�6WDWHV -DSDQ (XURSH (XURSH 8QLWHG�.LQJGRP &DQDGD�$XVWUDOLD
021'$<���

,WDO\ )LQODQG
������,QG��3URGXFWLRQ��$XJ &RQVXPHU�3ULFHV��6HS

%DODQFH�RI�3D\PHQWV��$XJ

�5HOHDVHG�7KLV�:HHN�
*HUPDQ\
,IR�%XVLQHVV�&OLPDWH��6HS
&3,�,QIODWLRQ��2FW��3UHOLPLQDU\

78(6'$<���
�����%XVLQHVV�,QYHQWRULHV (&2),1�0HHWLQJ 6SDLQ &DQDGD

-XO ���� 5HWDLO�6DOHV��$XJ �����:DJH�6HWWOHPHQW
$XJ (XUR�$UHD -XO ����

�����,QGXVWULDO�3URGXFWLRQ ������+DUPRQL]HG�,QIODWLRQ� 6ZHGHQ $XJ ����

$QG�&DSDFLW\�8WLOL]DWLRQ 6HS 5HWDLO�6DOHV��$XJ
$XJ ���� �����
6HS

������/-5�5HGERRN

:('1(6'$<���
�����&RQVXPHU�3ULFHV ,WDO\ 1HWKHUODQGV ������/)6�(PSOR\PHQW��4�4� &DQDGD

7RW ([)	( ������)LQDO�&3,��6HS 8QHPSOR\PHQW��$XJ 0D\�-XO ������ �����0DQXIDFWXULQJ�6XUYH\
$XJ ����� ���� -XQ�$XJ �������
 -XO $XJ
6HS ����
 ����
 )LQODQG ������/)6�8QHPSOR\PHQW��4�4� 6KSPWV� ����� ����


�����+RXVLQJ�6WDUWV�DQG�3HUPLWV 3URGXFHU�3ULFHV��6HS 0D\�-XO �������� 1HZ�2UG� ���� �����

$XJ ����0 ����0 -XQ�$XJ ��������
 8QILOO��2UG� ���� ����

6HS ������&ODLPDQW�&RXQW�8QHPSO� ,QYHQWRULHV ���� �����


������5HDO�(DUQLQJV��6HS� $XJ ������� ,QY��6KSPWV� ���� ����

6HS �������


������$YHUDJH�(DUQLQJV���0�<�<�
-XO ����
$XJ ����


7+856'$<���
�����-REOHVV�&ODLPV��2FW��� (&%�*RYHUQLQJ�&RXQFLO ������5HWDLO�6DOHV &DQDGD
�����,QWHUQDWLRQDO�7UDGH�'HILFLW 0HHWLQJ��3DULV� 0�0 <�< �����,QW©O�0HUFKDQGLVH�7UDGH

-XO �����% $XJ ���� ���� -XO $XJ
$XJ 6HS �����
 ����
 ([SRUWV ����� ����


������3KLOO\�2XWORRN�6XUYH\ ������0���6HS ,PSRUWV ����� ����

6HS ���� ������0��/HQGLQJ��6HS 0HUFK��7UDGH &����% &����%


2FW 0�0 )<7' �����:KROHVDOH�7UDGH
������361&5 -XO ����

6HS�� ����% ����% $XJ ����

6HS�� ����%
 ������%


������361%
6HS�� ������% ����%
6HS�� ����%
 �����%


)5,'$<���
6SDLQ ������*'3���4����3UHOLPLQDU\ &DQDGD
,QGXVWULDO�3URGXFWLRQ��$XJ 4�4 <�< �����&RQVXPHU�3ULFHV

�4 ���� ���� 7RW ([)	(
�4 ����
 ����
 $XJ ����� ����

6HS ����
 ����



�6DORPRQ�6PLWK�%DUQH\�HVWLPDWHV�
7LPHV�DUH��*07����IRU�1RUWK�$PHULFD��*07�����/RQGRQ�7LPH��IRU�(XURSH��*07����IRU�-DSDQ��*07�����IRU�$XVWUDOLD�
&RQWULEXWRUV���0LFKHOOH�%XUQV��9DOpULH�'HVWqYH��.D]XH�,VKLEDVKL��$QQ�2©.HOO\��.DWK\�0RORQH\�DQG�-DQ�:LOOERXUQH�
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,QWHUQDWLRQDO�)LQDQFLDO�DQG�(FRQRPLF�&DOHQGDU����2FW����¤����2FW���

8QLWHG�6WDWHV -DSDQ (XURSH (XURSH 8QLWHG�.LQJGRP &DQDGD�$XVWUDOLD
)5,'$<��

�����(PSOR\PHQW *HUPDQ\ 1HWKHUODQGV ������%5&�6KRS�3ULFH�,QG[��6HS &DQDGD
$XJ 6HS 0DQXIDFWXULQJ�2UGHUV &RQVXPHU�3ULFHV��6HS 0�0 �0�<�< �����/DERU�)RUFH�6XUYH\

3D\UROO ����. ���.
 0�0 <�< �����,QGXVWULDO�3URGXFWLRQ $XJ 6HS
([&HQVXV�6WULNH ���. ���.
 -XO ���� ����� 6SDLQ -XO ����� ���� (PSOR\� ������ ������

8QHPS��5DWH ���� ����
 $XJ ����
 ����
 ,QGXVWULDO�3URGXFWLRQ��&DOHQGDU� $XJ ����
 ����
 8QHPSO��5DWH ����� ����

$YJ��+UO\��(DUQ� ���� ����
 $GMXVWHG��<�<� �����0DQXIDFWXULQJ�2XWSXW
������&RQVXPHU�&UHGLW )UDQFH -XQ ���� -XO ����� ����

-XO ����% $XJ �����%
 *'3���4��'HWDLOV -XO ����
 $XJ ����
 ����

021'$<��

&ROXPEXV�'D\ +ROLGD\ (XUR�$UHD *HUPDQ\ 0�0 <�<
)HGHUDO�*RY©W�+ROLGD\ ������,QG��3URGXFWLRQ��0�0� ,QGXVWULDO�3URGXFWLRQ��$XJ �����3URGXFHU�,QSXW�3ULFHV

-XQ ����� 0�0 <�< $XJ ���� �����
-XO ����
 -XO ���� ���� 6HS ����
 �����


$XJ ����
 ����
 �����3URGXFHU�2XWSXW�3ULFHV
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