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7KH�1DWXUH�RI�WKH�'HEW

8QWLO�-XO\�������WKH�&RPPRQZHDOWK�ERUURZHG�RQ�EHKDOI�RI�WKH�6WDWH�DQG
7HUULWRU\�*RYHUQPHQWV�DQG�DOORFDWHG�D�SRUWLRQ�RI�WKH�SURFHHGV�RI�LWV�7UHDVXU\
)L[HG�&RXSRQ�%RQG�UDLVLQJV�WR�WKRVH�*RYHUQPHQWV�WR�IXQG�WKH�UHGHPSWLRQ�RI
SUHYLRXV�DOORFDWLRQV�RI�&*6�DQG��XQWLO�������DOVR�DV�QHZ�PRQH\�ERUURZLQJV�
7KH�6WDWHV�DQG�WKH�7HUULWRULHV�DUH�UHVSRQVLEOH�IRU�PHHWLQJ�DOO�REOLJDWLRQV�DV�WR
LQWHUHVW�DQG�SULQFLSDO�RQ�WKH�&*6�RQ�DOORFDWLRQ�WR�WKHP�

,Q�DGGLWLRQ�WR�WKH�&*6�UHSUHVHQWHG�E\�WKH�&RPPRQZHDOWK·V�7UHDVXU\�)L[HG
&RXSRQ�%RQG�UDLVLQJV��WKHUH�DUH�RXWVWDQGLQJ�EDODQFHV�RI�7D[�)UHH�6WRFN�IRU
1HZ�6RXWK�:DOHV��9LFWRULD�DQG�6RXWK�$XVWUDOLD���7KLV�LV�VWRFN�ZLWK�QR�IL[HG
GDWH�RI�PDWXULW\�ZKLFK�ZDV�LVVXHG�E\�6WDWH�*RYHUQPHQWV�SULRU�WR
��-DQXDU\��������)XUWKHU��4XHHQVODQG�DQG�7DVPDQLD�KDYH�UHSD\PHQW
REOLJDWLRQV�WR�WKH�&RPPRQZHDOWK�%DQN�LQ�UHODWLRQ�WR�SUHYLRXV�ORDQV��6WDWH
'RPHVWLF�5DLVLQJV��XQGHU�WKH�6DYLQJV�%DQN�$PDOJDPDWLRQ�$JUHHPHQW
�4XHHQVODQG��DQG�WKH�6WDWH�6DYLQJV�%DQN�7UDQVIHU�$JUHHPHQW��7DVPDQLD��
6RXWK�$XVWUDOLD�KDV�RXWVWDQGLQJ�6WHUOLQJ�GHEW�ZKLFK�ZDV�LVVXHG�DW�WKH�WXUQ�RI
WKH�FHQWXU\�DQG�ZKLFK�PDWXUHV�DW�WKH�7UHDVXUHU·V�RSWLRQ��DQG�WKHUH�DUH�RYHUGXH
6WHUOLQJ�VWRFN��7UHDVXU\�)L[HG�&RXSRQ�%RQGV��$XVWUDOLDQ�6DYLQJV�%RQGV�DQG
6SHFLDO�%RQGV�RQ�LVVXH�IRU�1HZ�6RXWK�:DOHV�

1RPLQDO�DOORFDWLRQV�RI�VHFXULWLHV�ZHUH�PDGH�WR�WKH�$XVWUDOLDQ�&DSLWDO�7HUULWRU\
LQ�UHVSHFW�RI�JHQHUDO�SXUSRVH�FDSLWDO�DGYDQFHV�PDGH�WR�LW�LQ���������DQG
���������DV�SDUW�RI�WKH�DUUDQJHPHQWV�IRU�$&7�VHOI�JRYHUQPHQW��WKDW�QRPLQDOO\
DOORFDWHG�GHEW�ZKLFK�FRPSULVHV�������PLOOLRQ�RI�7UHDVXU\�)L[HG�&RXSRQ
%RQGV�PDWXULQJ�RQ����-XO\������DQG�������PLOOLRQ�RI�7UHDVXU\�)L[HG�&RXSRQ
%RQGV�PDWXULQJ�RQ����-XO\�������KDV�EHHQ�LQFOXGHG�LQ�WKH�WDEOHV�RI�WKH�GHEW
RXWVWDQGLQJ�IRU�WKH�&RPPRQZHDOWK�LQ�$SSHQGL[���

,PSRUWDQW�DUHDV�RI�6WDWH�DQG�7HUULWRU\�GHEW��VXFK�DV�DGYDQFHV�IRU�KRXVLQJ
PDGH�E\�WKH�&RPPRQZHDOWK�XQGHU�+RXVLQJ�$JUHHPHQWV��DUH�QRW�HYLGHQFHG�E\
WKH�LVVXH�RI�VHFXULWLHV��DQG�WKHUHIRUH�GR�QRW�DSSHDU�LQ�WKLV�GRFXPHQW���2WKHU
H[DPSOHV�DUH�VSHFLILF�SXUSRVH�FDSLWDO�SD\PHQWV�PDGH�WR�WKH�6WDWHV�RQ�WHUPV
DQG�FRQGLWLRQV�LQYROYLQJ�WKH�SD\PHQW�RI�LQWHUHVW�DQG�UHSD\PHQW�RI�FDSLWDO�WR
WKH�&RPPRQZHDOWK���'HEW�RI�VHPL�JRYHUQPHQW�DQG�ORFDO�DXWKRULWLHV�RI�WKH
6WDWHV�DQG�7HUULWRULHV�LV�DOVR�H[FOXGHG��DV�LV�WKH�GHEW�RI�RWKHU�ERGLHV
JXDUDQWHHG�E\�*RYHUQPHQWV�
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7HUULWRULHV�KDYH�EHHQ�UHTXLUHG�WR�PDNH�VXIILFLHQW�SD\PHQWV�WR�WKH
&RPPRQZHDOWK�WR�HQDEOH�WKH�UHGHPSWLRQ��DW�LWV�PDWXULW\��RI�DOO�&*6�RQ�LVVXH
IRU�WKHP�

7KH�DQQXDO�IXQGLQJ�RI�WKH�UHGHPSWLRQ�RI�6WDWH�DQG�7HUULWRU\�GHEW�LV�JRYHUQHG
E\�WKH�)LQDQFLDO�$JUHHPHQW�$FW������XQGHU�ZKLFK�WKH�&RPPRQZHDOWK
FRQWULEXWHV�DW�WKH�UDWH�RI������SHU�FHQW�RI�WKH�QHW�&*6�GHEW�RXWVWDQGLQJ�IRU�WKH
6WDWH�7HUULWRU\�DW�WKH�SUHYLRXV����-XQH�DQG�WKH�6WDWHV�DQG�WKH�1RUWKHUQ
7HUULWRU\�FRQWULEXWH�DW�WKH�UDWH�RI������SHU�FHQW���6XSSOHPHQWDU\�FRQWULEXWLRQV
E\�WKH�6WDWHV�DQG�WKH�1RUWKHUQ�7HUULWRU\��QHW�RI�WKHVH�IRUPXOD�FRQWULEXWLRQV
DQG�LQWHUHVW�HDUQLQJV�RQ�FDVK�EDODQFHV��DUH�GHWHUPLQHG�E\�WKH�YROXPH�RI
PDWXULQJ�GHEW�

5HGHPSWLRQ�RI�WKH�&*6�QRPLQDOO\�DOORFDWHG�WR�WKH�$&7�LV�DGPLQLVWHUHG�LQ�D
PDQQHU�FRQVLVWHQW�ZLWK�WKH�FRQGLWLRQV�DSSO\LQJ�WR�WKH�6WDWHV�DQG�WKH�1RUWKHUQ
7HUULWRU\��EXW�RXWVLGH�WKH�'HEW�5HWLUHPHQW�5HVHUYH�7UXVW�$FFRXQW��'557$��
SDUW�RI�WKH�5HVHUYHG�0RQH\�)XQG��WKURXJK�ZKLFK�&*6�GHEW�RQ�LVVXH�IRU�WKH
6WDWHV�DQG�WKH�1RUWKHUQ�7HUULWRU\�KDV�EHHQ�DGPLQLVWHUHG�VLQFH���-XO\������

'HEW�5HGHPSWLRQ�LQ���������DQG�6HFXULWLHV�2XWVWDQGLQJ

)RU�HDFK�6WDWH�DQG�WKH�1RUWKHUQ�7HUULWRU\��SDUWLFXODUV�RI�WKH�GHEW�UHGHPSWLRQ
HIIHFWHG�LQ����������DQG�WKH�GHEW�RXWVWDQGLQJ�DW����-XQH�������DUH�VHW�RXW
EHORZ�
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7+(�/2$1�&2162/,'$7,21�$1'
,19(670(17�5(6(59(��/&,5�

&RQWHQWV

3DJH

,QWURGXFWLRQ ��

/&,5�+ROGLQJV�RI�&*6 ��

��������$FWLYLWLHV�RI�WKH�/&,5 ��

7DEOHV

7DEOH��� /&,5�³�,QYHVWPHQWV�DW����-XQH����� ���

7DEOH��� 6XPPDU\�RI�/&,5�7UDQVDFWLRQV�GXULQJ�������� ���
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,QWURGXFWLRQ

7KH�5HVHUYH�ZDV�HVWDEOLVKHG�XQGHU�WKH�/RDQ�&RQVROLGDWLRQ�DQG�,QYHVWPHQW�5HVHUYH
$FW������DV�D�VHSDUDWH�WUXVW�DFFRXQW�ZLWKLQ�WKH�7UXVW�)XQG��QRZ�WKH�5HVHUYHG
0RQH\�)XQG���,W�UHFHLYHV�LWV�IXQGV�PDLQO\�IURP�DSSURSULDWLRQV�IURP�WKH
&RQVROLGDWHG�5HYHQXH�)XQG��&5)��DQG�DOVR�UHFHLYHV�LQFRPH�IURP�LWV
LQYHVWPHQWV�LQ�&*6���7KH�PDLQ�IXQFWLRQ�IRU�ZKLFK�WKH�/&,5�ZDV�HVWDEOLVKHG
ZDV�WR�UHGHHP�RU�UHSXUFKDVH�&*6��VR�UHGXFLQJ�WKH�DPRXQW�RI�WKH
&RPPRQZHDOWK�SXEOLF�GHEW��LW�ZDV�HVWDEOLVKHG�DW�D�WLPH�ZKHQ�YHU\�ODUJH
DPRXQWV�RI�ZDU�GHEW�ZHUH�DSSURDFKLQJ�PDWXULW\���7KH�IXQG�RSHUDWHV�DV�D�SLYRW
LQ�&RPPRQZHDOWK�DFFRXQWLQJ�DUUDQJHPHQWV�E\�

x UHFHLYLQJ�VXUSOXV�IXQGV�RI�WKH�&5)�LQ�DFFRUGDQFH�ZLWK
$SSURSULDWLRQ�$FW�1R���

x LQYHVWLQJ�LQ�,QWHUQDO�7UHDVXU\�%LOOV��,7%��IRU�HQG�\HDU�EDODQFLQJ�RI�WKH
&RPPRQZHDOWK·V�DFFRXQWV��VHH�EHORZ��

x LQYHVWLQJ�LQ�&RPPRQZHDOWK�VHFXULWLHV��DQG

x HQJDJLQJ�LQ�VZLWFKHV�RI�VHFXULWLHV�ZLWK�WKH�5%$�

/&,5�+ROGLQJV�RI�&*6

7KH�&RPPRQZHDOWK�UHSXUFKDVHG�FHUWDLQ�RI�LWV�RXWVWDQGLQJ�ERQGV
GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV�LQ�D�QXPEHU�RI�ILQDQFLDO�PDUNHWV�EHWZHHQ
��������DQG���������LQ�RUGHU�WR�UHGXFH�LWV�OLDELOLWLHV�E\�D�ODUJHU�DPRXQW�WKDQ
ZRXOG�KDYH�EHHQ�SRVVLEOH�WKURXJK�VFKHGXOHG�PDWXULWLHV��VLQNLQJ�IXQG�RSWLRQV
DQG�HDUO\�FDOOV���$OO�ERQGV�DFTXLUHG�ZHUH�FDQFHOOHG��ZLWK�WKH�H[FHSWLRQ�RI�WKRVH
IURP�IRXU�SXEOLF�1HWKHUODQGV�*XLOGHU�ORDQV���%HFDXVH�WKH�DJUHHPHQWV�XQGHU
ZKLFK�WKHVH�ORDQV�ZHUH�LVVXHG�H[SUHVVO\�SUHFOXGHG�HDUO\�UHGHPSWLRQ��WKH�VWRFN
KDV�EHHQ�KHOG�DV�DQ�LQYHVWPHQW�E\�WKH�/&,5���,W�LV�WKH�RQO\�IRUHLJQ�FXUUHQF\
OLDELOLW\�VR�KHOG���$OWKRXJK�VWLOO�RQ�LVVXH��WKH�KROGLQJ�GRHV�QRW�FRQVWLWXWH�D
OLDELOLW\�IRU�WKH�&RPPRQZHDOWK�

7KH�/&,5�KHOG��������PLOOLRQ�IDFH�YDOXH�RI�7UHDVXU\�)L[HG�&RXSRQ�%RQGV�DW
���-XQH�������DQ�LQFUHDVH�RI��������PLOOLRQ�IURP����-XQH��������7KH�KROGLQJV�
WKH�PDMRULW\�RI�ZKLFK�ZHUH�UHSXUFKDVHG�GXULQJ����������GR�QRW�FRQVWLWXWH
OLDELOLWLHV�IRU�WKH�&RPPRQZHDOWK�

$W�WKH�HQG�RI�HDFK�ILQDQFLDO�\HDU��WKH�&RPPRQZHDOWK�LVVXHV��DV�QHFHVVDU\�
,QWHUQDO�7UHDVXU\�%LOOV�WR�HQDEOH�WKH�WUDQVIHU�RI�PRQH\V�EHWZHHQ�)XQGV�ZLWKLQ
WKH�&RPPRQZHDOWK�3XEOLF�$FFRXQW��&3$���WR�VDWLVI\�WKH�UHTXLUHPHQW�WKDW
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QRQH�RI�WKH�HOHPHQWV�RI�WKH�&3$�HQG�WKH�\HDU�LQ�GHILFLW���,Q�SUDFWLFH��WKH�/&,5
KDV�EHHQ�WKH�SULQFLSDO�LQYHVWRU�LQ�,7%V���7KH�%LOOV�DUH�LVVXHG�ZLWK�HIIHFW�RI
���-XQH�DQG�DUH�UHGHHPHG�LPPHGLDWHO\�DW�WKH�FRPPHQFHPHQW�RI�WKH�QHZ
ILQDQFLDO�\HDU���:KLOH�DQ�LQWHUHVW�UDWH�RI���SHU�FHQW�SHU�DQQXP�DWWDFKHV�WR�WKH
%LOOV��LQ�YLHZ�RI�WKHLU�YLUWXDOO\�LQVWDQWDQHRXV�UHGHPSWLRQ��LQ�SUDFWLFH�QR�LQWHUHVW
SD\PHQWV�DUH�PDGH�

��������$FWLYLWLHV�RI�WKH�/&,5

x ,Q�-XO\��1RYHPEHU�DQG�'HFHPEHU�������WKH�/&,5�UHSXUFKDVHG�WKURXJK�WKH
5%$��IRU�LQYHVWPHQW��7UHDVXU\�)L[HG�&RXSRQ�%RQGV�IURP�D�QXPEHU�RI
VHULHV��DPRXQWLQJ�WR��������PLOOLRQ��IDFH�YDOXH���DV�SDUW�RI�WKH
&RPPRQZHDOWK·V�GHEW�UHGXFWLRQ�SURJUDP���,W�LV�QRW�LQWHQGHG�IRU�WKHVH
VHFXULWLHV�WR�EH�UHLQWURGXFHG�LQWR�WKH�PDUNHW�LQ�WKH�IXWXUH�

x ,Q�DGGLWLRQ��WKH�/&,5�PDGH�TXDUWHUO\�SXUFKDVHV�RI�7UHDVXU\�)L[HG�&RXSRQ
%RQGV�IURP�WKH�5%$�RI�VWRFN�DFTXLUHG�WKURXJK�WKH�%DQN·V�6PDOO�,QYHVWRU
5HSXUFKDVH�)DFLOLW\���7UHDVXU\�)L[HG�&RXSRQ�%RQGV�DPRXQWLQJ�WR�DURXQG
�����PLOOLRQ��IDFH�YDOXH��ZHUH�FDQFHOOHG�DW�WKH�WLPH�RI�SXUFKDVH���,Q�DGGLWLRQ�
7UHDVXU\�)L[HG�&RXSRQ�%RQGV�DPRXQWLQJ�WR������PLOOLRQ��UHSUHVHQWLQJ
VHFXULWLHV�RQ�DOORFDWLRQ�WR�WKH�6WDWHV�DQG�1RUWKHUQ�7HUULWRU\��ZHUH�DGGHG�WR
WKH�/&,5·V�LQYHVWPHQW�LQ�&*6�

x 7KH�/&,5·V�KROGLQJ�RI�,7%V�RI��������PLOOLRQ�DV�DW����-XQH������ZDV
UHGHHPHG�RQ���-XO\��������2Q����-XQH�������WKH�/&,5�LQYHVWHG�LQ�,7%V
DPRXQWLQJ�WR����������PLOOLRQ�

x 2Q����-XQH�������VXUSOXV�IXQGV�LQ�WKH�&5)�DPRXQWLQJ�WR����������PLOOLRQ
ZHUH�SDLG�LQWR�WKH�/&,5�
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1RWLRQDO�EDODQFH���-XO\����� �������������

5HFHLSWV

7UDQVIHU�IURP�&5) �������������

,QWHUHVW�RQ�LQYHVWPHQWV��D� �����������

3URILW�RQ�UHDOLVDWLRQ ����������
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([SHQGLWXUH

/RVV�RQ�UHDOLVDWLRQ ��������

2WKHU ����������

7RWDO ����������

1RWLRQDO�EDODQFH����-XQH����� ��������������

,QYHVWHG�EDODQFH���-XO\����� �������������

3XUFKDVH�RI�LQYHVWPHQWV ��������������

5HDOLVDWLRQ�RI�LQYHVWPHQWV �������������

,QYHVWHG�%DODQFH�DW����-XQH����� ��������������

&DVK�%DODQFH�DW����-XQH����� ����������
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$XVWUDOLDQ�6DYLQJV�%RQG

$�UHWDLO�GHEW�LQVWUXPHQW�ZKLFK�ZDV�LVVXHG�IURP������XQWLO��������7KH�ERQGV
ZHUH�VROG�¶RQ�WDS·�DQG�KDG�D�PD[LPXP�PDWXULW\�RI�DURXQG�����\HDUV���7KH
VHFXULW\�FRXOG�EH�UHGHHPHG�HDUO\�DW�WKH�UHTXHVW�RI�WKH�KROGHU�RQ�D�PRQWK·V
QRWLFH�DQG�ZLWKRXW�SHQDOW\�DIWHU�D�PLQLPXP�KROGLQJ�SHULRG�

%HDUHU�6HFXULWLHV

$�QHJRWLDEOH�LQVWUXPHQW��DNLQ�WR�FDVK��ZKLFK�HYLGHQFHV�D�SD\PHQW�REOLJDWLRQ�WR
EH�PHW��RQ�SUHVHQWDWLRQ��DW�GHVLJQDWHG�GDWHV�

&DVK�9DOXH

7KH�DPRXQW�RI�PRQH\�IRU�ZKLFK�D�VHFXULW\�LV�LVVXHG�RU�ERXJKW�

&RPPRQZHDOWK�*RYHUQPHQW�6HFXULWLHV��&*6�

7KH�&RPPRQZHDOWK�LVVXHV�VWRFN�WR�WKH�SXEOLF�LQ�WKH�IRUP�RI�7UHDVXU\�)L[HG
&RXSRQ�%RQGV��7UHDVXU\�$GMXVWDEOH�5DWH�%RQGV��7UHDVXU\�,QGH[HG�%RQGV�DQG
7UHDVXU\�1RWHV���7KH�SURVSHFWXVHV�XQGHU�ZKLFK�WKHVH�ERUURZLQJ�LQVWUXPHQWV
DUH�LVVXHG�VHW�RXW�WKH�WHUPV�DQG�FRQGLWLRQV�RI�LVVXH��LQFOXGLQJ�REOLJDWLRQV�RI
WKH�&RPPRQZHDOWK�DV�WR�WKH�SD\PHQW�RI�LQWHUHVW�DQG�WKH�SD\PHQW�RI�SULQFLSDO�
6WRFN�LV�QRZ�LVVXHG�GRPHVWLFDOO\�RQO\�LQ�WKH�IRUP�RI�,QVFULEHG�6WRFN
LH��KROGLQJV�DUH�LQVFULEHG�RQ�D�UHJLVWHU�DW�WKH�5%$�RI�$XVWUDOLD���8QWLO������
VWRFN�ZDV�DOVR�LVVXHG�LQ�EHDUHU�IRUP�DQG�EHDUHU�VWRFN�UHPDLQV�RXWVWDQGLQJ�IRU
D�QXPEHU�RI�&*6�OLQHV���&*6�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV�KDV�DOVR�EHHQ
LVVXHG�LQ�WKH�SDVW��XQGHU�ORDQ�GRFXPHQWDWLRQ�VSHFLILF�WR�WKH�SDUWLFXODU�LVVXH�
7KHUH�UHPDLQV�VWRFN�RXWVWDQGLQJ�IURP�WKHVH�ERUURZLQJV��WKH�ODVW�RI�ZKLFK�ZDV
XQGHUWDNHQ�LQ������

&RPPRQZHDOWK�0DUNHWDEOH�'HEW

7RWDO�&*6�RQ�LVVXH�OHVV�&*6�RQ�LVVXH�IRU�WKH�6WDWHV�DQG�WKH�7HUULWRULHV��&*6
KHOG�E\�WKH�5HVHUYHG�0RQH\�)XQG��3HDFH�6DYLQJV�&HUWLILFDWHV��RYHUGXH�&*6
DQG�,QFRPH�(TXDOLVDWLRQ�'HSRVLWV�
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&RPPRQZHDOWK�3XEOLF�$FFRXQW��&3$�

$OO�&RPPRQZHDOWK�*RYHUQPHQW�DFFRXQWLQJ�WUDQVDFWLRQV�DUH�UHFRUGHG�LQ�WKLV
DFFRXQW��ZKLFK�FRPSULVHV�WKH�&RQVROLGDWHG�5HYHQXH�)XQG��WKH�5HVHUYHG
0RQH\�)XQG��WKH�&RPPHUFLDO�$FWLYLWLHV�)XQG�DQG�WKH�/RDQ�)XQG���7KLV�LV�WKH
PDLQ�EDQN�DFFRXQW�RI�WKH�&RPPRQZHDOWK��PDLQWDLQHG�DW�WKH�5%$�

&RQVROLGDWHG�5HYHQXH�)XQG��&5)�

7KLV�LV�WKH�SULQFLSDO�ZRUNLQJ�IXQG�RI�WKH�&RPPRQZHDOWK�LQWR�ZKLFK�DOO
WD[DWLRQ�UHYHQXHV��IHHV�DQG�RWKHU�QRQ�WD[�UHFHLSWV�DUH�SDLG���7KH�&5)�LV�WKH
)XQG�WKURXJK�ZKLFK�WKH�EXON�RI�JRYHUQPHQW�H[SHQGLWXUH�WDNHV�SODFH�

&UHGLW�5LVN

&UHGLW�ULVN�LV�WKH�ULVN�RI�ILQDQFLDO�ORVV�DULVLQJ�IURP�D�FRXQWHUSDUW\�WR�D
WUDQVDFWLRQ�GHIDXOWLQJ�RQ�LWV�ILQDQFLDO�REOLJDWLRQV�XQGHU�WKDW�WUDQVDFWLRQ�
&UHGLW�ULVN�LV�FRQWLQJHQW�RQ�ERWK�D�GHIDXOW�WDNLQJ�SODFH�DQG�WKHUH�EHLQJ�D
SHFXQLDU\�ORVV�DV�D�UHVXOW���7KH�&RPPRQZHDOWK�IDFHV�FUHGLW�ULVN��DV�D�SDUW�RI�LWV
GHEW�PDQDJHPHQW�DFWLYLWLHV��RQO\�LQ�UHVSHFW�RI�VZDS�FRXQWHUSDUWLHV�LQ�LWV�VZDS
GHULYDWLYH�WUDQVDFWLRQV�

'HEW�5HWLUHPHQW�5HVHUYH�7UXVW�$FFRXQW��'557$�

7KH�DFFRXQW�ZDV�HVWDEOLVKHG�XQGHU�WKH�)LQDQFLDO�$JUHHPHQW�$FW������WR�KDQGOH
WKH�UHGHPSWLRQ�RI�&*6�RQ�LVVXH�IRU�WKH�6WDWHV�DQG�WKH�1RUWKHUQ�7HUULWRU\�
)XQGLQJ�RI�WKH�DFFRXQW�LV�IURP�6WDWH�DQG�7HUULWRU\�FRQWULEXWLRQV�
&RPPRQZHDOWK�FRQWULEXWLRQV�RQ�WKHLU�EHKDOI��DQG�LQWHUHVW�RQ�EDODQFHV�
)URP�-XO\�������WKH�'557$�UHSODFHG�WKH�1DWLRQDO�'HEW�6LQNLQJ�)XQG�DQG�WKH
1RUWKHUQ�7HUULWRU\�'HEW�6LQNLQJ�)XQG�WKURXJK�ZKLFK�WKH�UHGHPSWLRQ�RI�&*6
RQ�LVVXH�UHVSHFWLYHO\�IRU�WKH�6WDWHV�DQG�WKH�1RUWKHUQ�7HUULWRU\�ZDV�SUHYLRXVO\
DGPLQLVWHUHG�

'LVFRXQW

7KH�DPRXQW�E\�ZKLFK�WKH�YDOXH�RI�D�VHFXULW\�LV�OHVV�WKDQ�LWV�IDFH��RU�SDU��YDOXH�

)DFH�9DOXH

7KH�DPRXQW�RI�PRQH\�LQGLFDWHG�RQ�D�VHFXULW\��RU�LQVFULEHG�LQ�UHODWLRQ�WR�D
VHFXULW\��DV�EHLQJ�GXH�WR�EH�SDLG�RQ�PDWXULW\�
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)XQGLQJ�5LVN

)XQGLQJ�ULVN�LV�WKH�ULVN�WKDW�DQ�LVVXHU�LV�XQDEOH�WR�UDLVH�IXQGV��DV�UHTXLUHG��LQ�DQ
RUGHUO\�PDQQHU�DQG�ZLWKRXW�ILQDQFLDO�SHQDOW\���7KH�&RPPRQZHDOWK�IDFHV
IXQGLQJ�ULVN�LQ�UHVSHFW�RI�WKH�SULPDU\�LVVXDQFH��W\SLFDOO\�LQ�WHQGHU�SURFHVVHV��RI
LWV�IXOO�UDQJH�RI�GHEW�LQVWUXPHQWV���)XQGLQJ�ULVN�HQFRPSDVVHV�ERWK�ORQJ�WHUP
IXQG�UDLVLQJ�WR�FRYHU�EXGJHW�GHILFLWV�DQG�WKH�VKRUW�WHUP�IXQGLQJ�RU�FDVK
PDQDJHPHQW�LPSOLFDWLRQV�RI�PLVPDWFKHV�LQ�WKH�WLPLQJ�RI�JRYHUQPHQW�RXWOD\V
DQG�UHFHLSWV�

,QFRPH�(TXDOLVDWLRQ�'HSRVLWV

$�IRUP�RI�LQWHUHVW�SD\LQJ�LQYHVWPHQW�DYDLODEOH�WR�3ULPDU\�SURGXFHUV���7KH
GHSRVLWV�DUH�UHSD\DEOH�DW�WKH�UHTXHVW�RI�WKH�GHSRVLWRU�DW�DQ\�WLPH�DIWHU�WKH
H[SLUDWLRQ�RI����PRQWKV�IURP�WKH�GDWH�RI�GHSRVLW�

,QWHUQDO�7UHDVXU\�%LOOV

7KHVH�DUH�LVVXHG�E\�WKH�&RPPRQZHDOWK�DV�VHFXULW\�IRU�WKH�LQYHVWPHQW�RI
PRQH\V�LQ�WKH�5HVHUYHG�0RQH\�)XQG���7KH\�HQDEOH�D�WUDQVIHU�RI�PRQH\V
EHWZHHQ�WKH�FRPSRQHQW�IXQGV�RI�WKH�&RPPRQZHDOWK�3XEOLF�$FFRXQW�VR�WKDW
WKH�UHTXLUHG�EDODQFLQJ�RI�WKRVH�IXQGV�DW����-XQH�LV�DFKLHYHG�

/LTXLGLW\�5LVN

/LTXLGLW\�ULVN�LV�WKH�ULVN�RI�ILQDQFLDO�ORVV�WKDW�FRXOG�RFFXU�VKRXOG�WKH�GHEW
SRUWIROLR�UHTXLUH�UHVWUXFWXULQJ���/LTXLGLW\�LV�WKH�HDVH�ZLWK�ZKLFK�RQH�ILQDQFLDO
FODLP�FDQ�EH�H[FKDQJHG�IRU�DQRWKHU�DV�D�UHVXOW�RI�WKH�ZLOOLQJQHVV�RI�WKLUG
SDUWLHV�WR�WUDQVDFW�LQ�WKLV�GHEW���7KH�&RPPRQZHDOWK�IDFHV�OLTXLGLW\�ULVN�ZLWK
UHVSHFW�WR�WUDQVDFWLRQV�LQ�H[LVWLQJ�GHEW�VXFK�DV�GHEW�UHSXUFKDVHV�SULRU�WR
PDWXULW\�

/RDQ�&RQVROLGDWLRQ�DQG�,QYHVWPHQW�5HVHUYH��/&,5�

(VWDEOLVKHG�DV�D�VHSDUDWH�WUXVW�DFFRXQW�ZLWKLQ�WKH�7UXVW�)XQG��QRZ�WKH
5HVHUYHG�0RQH\�)XQG���)XQGLQJ�RI�WKH�5HVHUYH�LV�IURP�DSSURSULDWLRQV�IURP
WKH�&5)�DQG�LQFRPH�RQ�LWV�LQYHVWPHQWV���7KH�IXQGV�RI�WKH�/&,5�DUH�GHYRWHG
WR�WKH�UHGHPSWLRQ�RI��RU�LQYHVWPHQW�LQ��&RPPRQZHDOWK�*RYHUQPHQW
VHFXULWLHV�
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/RDQ�)XQG��/)�

7KH�IXQG�LQWR�ZKLFK�WKH�SURFHHGV�RI�ERUURZLQJV�XQGHUWDNHQ�XSRQ�WKH�SXEOLF
FUHGLW�RI�WKH�&RPPRQZHDOWK�DUH�SDLG�

0DUNHW�5LVN

0DUNHW�ULVN��IURP�DQ�LVVXHU·V�SHUVSHFWLYH��LV�WKH�ULVN�WKDW�RQFH�GHEW�KDV�EHHQ
LVVXHG��ILQDQFLDO�PDUNHW�SULFHV�PD\�PRYH�VXFK�WKDW�HLWKHU�GHEW�VHUYLFH�FRVWV
LQFUHDVH�GLUHFWO\�RU�WKH�RSSRUWXQLW\�WR�UHGXFH�GHEW�VHUYLFH�FRVWV�LV�PLVVHG�

7KH�&RPPRQZHDOWK�IDFHV�WZR�PDLQ�VRXUFHV�RI�PDUNHW�ULVN���LQWHUHVW�UDWH�ULVN
DQG�H[FKDQJH�UDWH�ULVN�

0DUNHW�9DOXH

7KH�DPRXQW�RI�PRQH\�IRU�ZKLFK�D�VHFXULW\�WUDGHV�LQ�WKH�PDUNHW�DW�D�SDUWLFXODU
SRLQW�RI�WLPH�

0RGLILHG�'XUDWLRQ

$�PHDVXUH�RI�WKH�VHQVLWLYLW\�RI�WKH�PDUNHW�YDOXH�RI�D�GHEW�VHFXULW\�WR�D�FKDQJH
LQ�LQWHUHVW�UDWHV���0HDVXUHG�DV�WKH�SHUFHQWDJH�FKDQJH�LQ�WKH�PDUNHW�YDOXH�RI�D
GHEW�LQVWUXPHQW�LQ�UHVSRQVH�WR�D�RQH�SHUFHQWDJH�SRLQW�FKDQJH�LQ�QRPLQDO
LQWHUHVW�UDWHV�

1HW�&*6�'HEW

&*6�RQ�LVVXH�IRU�WKH�&RPPRQZHDOWK�OHVV�WKH�&RPPRQZHDOWK·V�KROGLQJV�RI�LWV
RZQ�GHEW���7KHVH�KROGLQJV�DUH�E\�WKH�5HVHUYHG�0RQH\�)XQG��SUHGRPLQDQWO\
WKH�/&,5��DQG�FRQVLVW�RI�7UHDVXU\�)L[HG�&RXSRQ�%RQGV�RQ�DOORFDWLRQ�IRU�WKH
6WDWHV�DQG�WKH�7HUULWRULHV��KROGLQJV�RI�&*6�GHQRPLQDWHG�LQ�1HWKHUODQGV
*XLOGHUV�DQG�,QWHUQDO�7UHDVXU\�%LOOV�

2SHUDWLRQDO�5LVN

2SHUDWLRQDO�ULVN�LV�WKH�ULVN�RI�ILQDQFLDO�ORVV�DULVLQJ�IURP�WKH�WUDQVDFWLRQ�
VHWWOHPHQW�DQG�UHVRXUFH�PDQDJHPHQW�SURFHVVHV�DVVRFLDWHG�ZLWK�GHEW
PDQDJHPHQW���7KLV�EURDG�GHILQLWLRQ�LQFOXGHV�ULVNV�VXFK�DV�IUDXG�ULVN�
VHWWOHPHQW�ULVN��OHJDO�ULVN��DFFRXQWLQJ�ULVN��SHUVRQQHO�ULVN�DQG�UHSXWDWLRQDO�ULVN�
2SHUDWLRQDO�ULVN�LV�FRQWLQJHQW�RQ�ERWK�DQ�RSHUDWLRQDO�IDLOXUH�RFFXUULQJ�DQG
WKHUH�EHLQJ�D�UHVXOWDQW�ILQDQFLDO�ORVV�
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2YHUGXHV

6HFXULWLHV�ZKLFK�KDYH�SDVVHG�WKHLU�PDWXULW\�GDWH�EXW�UHPDLQ�XQSUHVHQWHG�E\
VWRFN�KROGHUV���7KHVH�DUH�SUHGRPLQDQWO\�7UHDVXU\�)L[HG�&RXSRQ�%RQGV�
$XVWUDOLDQ�6DYLQJV�%RQGV��6SHFLDO�%RQGV�DQG�:DU�6DYLQJV�&HUWLILFDWHV���7KH
&RPPRQZHDOWK�UHSD\V�WKH�VWRFN�ZKHQ�SUHVHQWHG��WKRXJK�QR�IXUWKHU�LQWHUHVW
DFFUXHV�RQ�WKH�VWRFN�IROORZLQJ�WKH�PDWXULW\�GDWH�

3HDFH�6DYLQJV�&HUWLILFDWHV

6HFXULWLHV�LVVXHG�GXULQJ�WKH�6HFRQG�:RUOG�:DU���7KHLU�WHUPV�DQG�FRQGLWLRQV
DUH�DNLQ�WR�D�SDVVERRN�VDYLQJV�DFFRXQW�ZKHUH�WKH�LQWHUHVW�LV�FDSLWDOLVHG�HDFK
\HDU�

3UHPLXP

7KH�DPRXQW�E\�ZKLFK�WKH�YDOXH�RI�D�VHFXULW\�LV�DERYH�LWV�IDFH��RU�SDU��YDOXH�

5HVHUYHG�0RQH\�)XQG��50)�

(VWDEOLVKHG�XQGHU�WKH�)LQDQFLDO�0DQDJHPHQW�DQG�$FFRXQWDELOLW\�$FW�������WKH�50)
LQFOXGHV�HOHPHQWV�RI�WKH�IRUPHU�7UXVW�)XQG�LQ�ZKLFK�WKH�&RPPRQZHDOWK
KROGV�PRQH\�RQ�WUXVW�IRU��RU�RWKHUZLVH�IRU�WKH�EHQHILW�RI��D�SHUVRQ�RWKHU�WKDQ
WKH�&RPPRQZHDOWK�DQG�PRQLHV�UHVHUYHG�IRU�IXWXUH�&RPPRQZHDOWK�SXUSRVHV�
7KH�'557$�DQG�WKH�/&,5�DUH�HOHPHQWV�RI�WKH�50)�

6SHFLDO�%RQG

$�UHWDLO�GHEW�LQVWUXPHQW�LVVXHG�IURP������WR������ZKLFK�ZDV�VROG�RQ�WDS�DQG
ZLWK�DQ�RULJLQDO�LVVXH�PDWXULW\�RI�DURXQG�����\HDUV���7KLV�LQVWUXPHQW�ZDV�WKH
IRUHUXQQHU�RI�WKH�$XVWUDOLDQ�6DYLQJV�%RQG�

6WDWH�'RPHVWLF�5DLVLQJV��6'5�

7KHVH�ZHUH�LVVXHG�E\�WKH�JRYHUQPHQWV�RI�4XHHQVODQG�DQG�7DVPDQLD�WR�WKH
WKHQ�&RPPRQZHDOWK�6DYLQJV�%DQN�XQGHU��UHVSHFWLYHO\��WKH�6DYLQJV�%DQN
$PDOJDPDWLRQ�$JUHHPHQW�DQG�WKH�6WDWH�6DYLQJV�%DQN�7UDQVIHU�$JUHHPHQW�
8QGHU�WKH�)LQDQFLDO�$JUHHPHQW�$FW�������6'5V�DUH�DGPLQLVWHUHG�DV�&*6�E\�WKH
&RPPRQZHDOWK�RQ�EHKDOI�RI�4XHHQVODQG�DQG�7DVPDQLD�
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6ZDS

$�VZDS�LV�D�ILQDQFLDO�WUDQVDFWLRQ�LQ�ZKLFK�WZR�FRXQWHUSDUWLHV�DJUHH�WR�H[FKDQJH
VWUHDPV�RI�SD\PHQWV�RFFXUULQJ�RYHU�WLPH�DFFRUGLQJ�WR�SUHGHWHUPLQHG�UXOHV�
6ZDSV�DUH�XVHG��IRU�OLDELOLW\�PDQDJHPHQW�SXUSRVHV��WR�FKDQJH�WKH�FXUUHQF\
DQG�RU�LQWHUHVW�UDWH�H[SRVXUH�DVVRFLDWHG�ZLWK�H[LVWLQJ�ORDQV�

7D[�)UHH�6WRFN��7)6�

6WRFN�ZLWK�QR�IL[HG�GDWH�RI�PDWXULW\�LVVXHG�E\�WKH�1HZ�6RXWK�:DOHV��9LFWRULDQ
DQG�6RXWK�$XVWUDOLDQ�*RYHUQPHQWV�SULRU�WR���-DQXDU\��������7KH�VWRFN�PD\�EH
VROG�WR�WKH�&RPPRQZHDOWK�DW�D�PDUNHW�UHODWHG�SULFH�WKURXJK�WKH�6PDOO
,QYHVWRU�5HSXUFKDVH�)DFLOLW\�RSHUDWHG�E\�WKH�5%$���8QGHU�WKH�)LQDQFLDO
$JUHHPHQW�$FW�������7D[�)UHH�6WRFN�LV�DGPLQLVWHUHG�DV�&*6�E\�WKH
&RPPRQZHDOWK�RQ�EHKDOI�RI�WKH�6WDWH�*RYHUQPHQWV�

7UHDVXU\�$GMXVWDEOH�5DWH�%RQG��7$%�

7KLV�LV�D�PHGLXP�WR�ORQJ�WHUP�VHFXULW\�WKDW�FDUULHV�DQ�LQWHUHVW�UDWH�ZKLFK�LV
DGMXVWHG�TXDUWHUO\�LQ�OLQH�ZLWK�PRYHPHQWV�LQ�%DQN�%LOO�UDWHV��SD\DEOH�RQ�WKH
IDFH�YDOXH�RI�WKH�VHFXULW\���7$%V�DUH�UHSD\DEOH�DW�IDFH�YDOXH�RQ�PDWXULW\�

7UHDVXU\�)L[HG�&RXSRQ�%RQG

7KLV�LV�D�PHGLXP�WR�ORQJ�WHUP�VHFXULW\�WKDW�FDUULHV�D�UDWH�RI�LQWHUHVW�IL[HG�RYHU
WKH�OLIH�RI�WKH�VHFXULW\��SD\DEOH�RQ�WKH�IDFH��RU�SDU��YDOXH�RI�WKH�VHFXULW\���7KH
ERQGV�DUH�UHSD\DEOH�DW�IDFH�YDOXH�RQ�PDWXULW\�

7UHDVXU\�,QGH[HG�%RQG��7,%�

7KLV�LV�D�PHGLXP�WR�ORQJ�WHUP�VHFXULW\�LVVXHG�LQ�WKH�IRUP�RI�D�&DSLWDO�,QGH[HG
%RQG���7KH�QRPLQDO�YDOXH�RI�WKH�VHFXULW\��RQ�ZKLFK�D�IL[HG�UDWH�RI�LQWHUHVW
DSSOLHV��YDULHV�RYHU�WLPH�DFFRUGLQJ�WR�PRYHPHQWV�LQ�WKH�&RQVXPHU�3ULFH
,QGH[���$W�PDWXULW\��WKH�DGMXVWHG�FDSLWDO�YDOXH�RI�WKH�%RQGV�LV�SDLG���,Q�WKH�SDVW�
7UHDVXU\�,QGH[HG�%RQGV�ZHUH�DOVR�LVVXHG�LQ�WKH�IRUP�RI�,QWHUHVW�,QGH[HG
%RQGV��VRPH�RI�ZKLFK�DUH�\HW�WR�PDWXUH���7KHVH�%RQGV�FDUU\�D�QRPLQDO�UDWH�RI
LQWHUHVW��ZKLFK�YDULHV�RYHU�WLPH�DFFRUGLQJ�WR�PRYHPHQWV�LQ�WKH�&RQVXPHU
3ULFH�,QGH[��DQG�DUH�UHSD\DEOH�DW�IDFH�YDOXH�RQ�PDWXULW\�



&RPPRQZHDOWK�'HEW�0DQDJHPHQW���������

���

7UHDVXU\�1RWH��71�

7UHDVXU\�1RWHV�DUH�LVVXHG�ZLWK�PDWXULWLHV�RI��������DQG����ZHHNV���7KH�1RWHV
DUH�LVVXHG�DW�D�GLVFRXQW�DQG�UHGHHPDEOH�DW�SDU�RQ�PDWXULW\���7KH�¶LQWHUHVW·
SD\DEOH�RQ�WKH�1RWHV�LV�UHSUHVHQWHG�E\�WKH�GLIIHUHQFH�EHWZHHQ�WKHLU�LVVXH�YDOXH
DQG�WKHLU�SDU�RU�IDFH�YDOXH���7UHDVXU\�1RWHV�DUH�LVVXHG�WR�FRYHU�PLVPDWFKHV
EHWZHHQ�WKH�&RPPRQZHDOWK·V�RXWOD\�DQG�UHYHQXH�VWUHDPV�WKURXJKRXW�WKH�\HDU�

:DU�6DYLQJV�&HUWLILFDWHV��:6&�

:DU�6DYLQJV�&HUWLILFDWHV�ZHUH�VHFXULWLHV�LVVXHG�LQ�EHDUHU�IRUP�WR�UDLVH�IXQGV
GXULQJ�WKH�:RUOG�:DUV���7KH�VHFXULWLHV�KDG�PDWXULWLHV�UDQJLQJ�IURP���WR
���\HDUV�LQ�WKH�FDVH�RI�WKH�)LUVW�:RUOG�:DU�DQG���WR���\HDUV�LQ�WKH�FDVH�RI�WKH
6HFRQG�:RUOG�:DU���&HUWLILFDWHV�ZHUH�SXUFKDVHG�DW�D�GLVFRXQW��ZLWK�LQWHUHVW
EHLQJ�LQFRUSRUDWHG�LQ�WKH�IDFH�YDOXH�RI�WKH�FHUWLILFDWH�SD\DEOH�DW�PDWXULW\�
2XWVWDQGLQJ�:6&�DUH�FODVVLILHG�DV�RYHUGXH�VHFXULWLHV�


