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���'RZQZDUG�WUHQG�LQ�DQQXDO�LQIODWLRQ�UDWHV�FRQWLQXHG�LQ�0DUFK�������DQG�DQQXDO�LQIODWLRQ�ILJXUHV�
GURSSHG� WR� ����� SHUFHQW� LQ� &3,� DQG� �� SHUFHQW� LQ�:3,��'HFOLQH� LQ� DQQXDO� LQIODWLRQ� UDWHV� RI� &3,�
H[FOXGLQJ� IRRG�DQG�:3,�H[FOXGLQJ�DJULFXOWXUH�FRQWLQXHG�DV�ZHOO��UHDOL]LQJ�DV������SHUFHQW�DQG���
SHUFHQW��UHVSHFWLYHO\��
�
��� ,Q� 0DUFK�� PRQWKO\� SULFH� LQFUHDVHV� UHDOL]HG� DV� ���� SHUFHQW� LQ� :3,� DQG� ���� SHUFHQW� LQ� &3,��
6HDVRQDOO\�DGMXVWHG�&3,�LQIODWLRQ�ZDV�����SHUFHQW��ZKLOH�:3,�EHFDPH�����SHUFHQW��

�
7DEOH����*HQHUDO�&3,��:3,�DQG�6XE�LWHPV�

� $QQXDO���&KDQJH� 0RQWKO\���&KDQJH�
� ����� ����� ����� ����� ����� �����
� 0DUFK� 0DUFK� -DQXDU\� )HEUXDU\� 0DUFK� 0DUFK�
&3,� ����� ����� ���� ���� ���� ����

*RRGV�� ����� ���� ���� ���� ���� ����
6HUYLFHV�� ����� ����� ���� ���� ���� ����
([FO��)RRG�� ����� ����� ���� ���� ���� ����
)RRG�� ����� ���� ���� ���� ���� ����

:3,� ����� ���� ���� ���� ���� ����
3XEOLF�� ����� ���� ���� ���� ���� ����
3ULYDWH� ����� ����� ���� ���� ���� ����
3XEOLF�0DQ�� ����� ���� ���� ���� ���� ����
3ULYDWH�0DQ�� ����� ���� ���� ���� ���� ����
$JULFXOWXUH�� ����� ����� ���� ���� ���� ����
([FO��$JULFXOWXUH�� ����� ���� ���� ���� ���� ����
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	�����������������

�
��� 7KH� VL[�PRQWK� DYHUDJH� RI� VHDVRQDOO\� DGMXVWHG� LQIODWLRQ� EHFDPH� ���� SHUFHQW� LQ�:3,� DQG� ����
SHUFHQW� LQ� &3,�� $QQXDOL]HG� ILJXUHV� FRUUHVSRQG� WR� ����� SHUFHQW� DQG� ���� SHUFHQW�� UHVSHFWLYHO\��
'XULQJ� WKH�VDPH�SHULRG�� WKH�DYHUDJH� UDWH�RI� LQFUHDVH� LQ�VHDVRQDOO\�DGMXVWHG�&3,�H[FOXGLQJ� IRRG�
UHDOL]HG�DV������SHUFHQW��7KLV�ILJXUH�FRUUHVSRQGV�WR������SHUFHQW�LQ�DQQXDO�WHUPV��)LJXUH�����
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)LJXUH����$QQXDO�3HUFHQWDJH�&KDQJH�DQG�4XDUWHUO\�0RYLQJ�$YHUDJHV�
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'HYHORSPHQWV�LQ�&RQVXPHU�3ULFHV�
���7KH�GRZQZDUG� WUHQG� LQ�&3,� LQIODWLRQ�PDLQWDLQHG� LWV�PRGHVW� FRXUVH� LQ� YLHZ�RI� IDYRUDEOH� FRVW�
FRQGLWLRQV�DQG�SRVLWLYH�H[SHFWDWLRQV��DQG� IROORZHG�D�SDWK�FRQVLVWHQW�ZLWK�WKH�HQG�\HDU�WDUJHW�RI�
���SHUFHQW� LQ� WKH� ILUVW� TXDUWHU� RI� WKH� \HDU��+RZHYHU�� WKH� UDWH� RI� LQFUHDVH� LQ� WKH�SULFHV�RI� VXE�
JURXSV�� LQIOXHQFHG� E\� WD[� DGMXVWPHQWV� PDGH� LQ� WKH� VXSSOHPHQWDU\� EXGJHW�� UHPDLQHG� UHODWLYHO\�
DERYH�WKH�JHQHUDO�WUHQG��

��� ,Q�0DUFK�� WKH�KLJKHVW� SULFH� LQFUHDVHV�ZHUH� UHFRUGHG� LQ� WKH� IRRG�DOFRKROLF� EHYHUDJHV�WREDFFR�
JURXS� DQG� LQ� WKH� WUDQVSRUWDWLRQ� JURXS�� 7KH� SULYDWH� FRQVXPSWLRQ� WD[� LQFUHDVHV� RQ� WREDFFR� DQG�
DOFRKROLF�EHYHUDJHV� OHG� WR�D�����SHUFHQW� ULVH� LQ� WKH� IRRG�DOFRKROLF�EHYHUDJHV�WREDFFR�JURXS��2Q�
WKH�RWKHU�KDQG��WKH�IRRG�SULFHV�H[FOXGLQJ�LWHPV�PHQWLRQHG�DERYH��PDLQWDLQHG�LWV�GRZQZDUG�WUHQG�
RI�WKH�ILUVW�WZR�PRQWKV�RI������ZLWK�D�����SHUFHQW�LQFUHDVH��]HUR�SHUFHQW�LQ�VHDVRQDOO\�DGMXVWHG�
WHUPV�� LQ� 0DUFK�� 2Q� WKH� RWKHU� KDQG�� WKH� SULFH� LQFUHDVH� LQ� WKH� WUDQVSRUWDWLRQ� JURXS� UHPDLQHG�
DERYH� WKH�JHQHUDO� LQFUHDVH� LQ�&3,�DQG� UHDOL]HG�DV�����SHUFHQW�GXH� WR� WKH���SHUFHQW� LQFUHDVH� LQ�
SHUVRQDO�YHKLFOH�UHSDLUV���

���5HQW� LQFUHDVHV� LQ�0DUFK�ZHUH� OLPLWHG�WR�����SHUFHQW��7KH�VORZGRZQ�LQ�UHQW�LQFUHDVHV�PD\�EH�
FRQVLGHUHG� DV� D� SRVLWLYH� GHYHORSPHQW��+RXVH� UHSDLU� DQG�PDLQWHQDQFH�–RQH�RI� WKH� VXE�LWHPV�RI�
KRXVLQJ�VHFWRU���RWKHU�H[SHQGLWXUHV�IRU�KRXVLQJ��DQG�HOHFWULF��JDV�DQG�RWKHU�IXHO�SULFHV�GHFUHDVHG�
E\�����SHUFHQW������SHUFHQW�DQG�����SHUFHQW��UHVSHFWLYHO\��,Q�DQ�HQYLURQPHQW�ZKHUH�&3,�LQFUHDVHV�
E\�����SHUFHQW�DQG�&3,�H[FOXGLQJ�IRRG�LQFUHDVHV�E\�����SHUFHQW�LQ�-DQXDU\�0DUFK�SHULRG��WKH�����
SHUFHQW�LQFUHDVH�RI�UHQWV�VKRZV�WKH�QHFHVVLW\�RI�PRQLWRULQJ�WKH�UHQW�LQFUHDVHV�PRUH�FORVHO\�LQ�WKH�
QH[W�SHULRG�DV�ZHOO��2Q� WKH�RWKHU�KDQG�� WKH�VHDVRQDOO\�DGMXVWHG�UDWH�RI� LQFUHDVH� LQ� WKH�VHUYLFHV�

&3,�DQG�&3,�([FOXGLQJ�)RRG� :3,�DQG�:3,�([FOXGLQJ�$JULFXOWXUH�
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JURXS� UHPDLQHG� FORVHU� WR� LWV� UHFHQW� WUHQG� DQG� UHDOL]HG� DV� ���� SHUFHQW�� ,Q� WKLV� FRQWH[W�� WKH�
GRZQZDUG�ULJLGLW\�LQ�VHUYLFHV�JURXS�SULFH�LQFUHDVHV�VHHPV�WR�FRQWLQXH���

���7KH�SRVLWLYH�GHYHORSPHQWV� LQ�0DUFK� LQFOXGH�WKH�GHFOLQH� LQ�WKH�SULFHV�RI�SKDUPDFHXWLFDOV�DV�D�
FRQVHTXHQFH�RI�9$7�DGMXVWPHQWV�DQG�H[FKDQJH�UDWH�GHYHORSPHQWV��DQG�WKH�����SHUFHQW�GHFOLQH�LQ�
FORWKLQJ�SULFHV��+LVWRULFDOO\��0DUFK�LV�D�SHULRG�ZKHQ�WKH�SULFHV�LQ�FORWKLQJ�JURXS�LQFUHDVH�DW�OHDVW�
VOLJKWO\� EHIRUH� HQWHULQJ� D� QHZ� VHDVRQ�� 7KH� GHFOLQH� LQ� 0DUFK� ����� SRLQWV� RXW� WKDW� WKH� LQIODWLRQ�
WUHQG�LV�FRQVLGHUDEO\�ORZ��DQG�WKHUH�LV�QR�FRVW�SXVK�SUHVVXUH�RQ�SULFHV��

)LJXUH����3ULFHV�RI�*RRGV�DQG�6HUYLFHV�
$QQXDO�3HUFHQWDJH�&KDQJH� 0RQWKO\�3HUFHQWDJH�&KDQJH�

�6HDVRQDOO\�$GMXVWHG��
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���6HDVRQDOO\�DGMXVWHG�&3,�LQFUHDVHG�E\�����SHUFHQW������SRLQW�DERYH�WKDW�RI�)HEUXDU\��+RZHYHU��
LW� VKRXOG�EH�QRWHG�WKDW�RQH�RII� WD[� LQFUHDVHV�DIIHFWHG�WKH�SULFH�GHYHORSPHQWV� LQ�0DUFK��'HVSLWH�
WKHVH�LQFUHDVHV��LQIODWLRQ�PDLQWDLQHG�LWV�GRZQZDUG�WUHQG���
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)LJXUH����&3,�DQG�&3,�([FOXGLQJ�)RRG��
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�
'HYHORSPHQWV�LQ�:KROHVDOH�3ULFHV�

�
��,Q�0DUFK�������:3,�LQFUHDVHG�E\�����SHUFHQW��7KH�UDWH�RI�LQFUHDVH�LQ�VHDVRQDOO\�DGMXVWHG�:3,�
URVH� E\� ���� SRLQW� FRPSDUHG� WR� )HEUXDU\� DQG� EHFDPH� ���� SHUFHQW�� 2Q� WKH� RWKHU� KDQG�� :3,�
LQIODWLRQ�H[FOXGLQJ�DJULFXOWXUH�UHDFKHG�WKH�KLJKHVW� UDWH�REVHUYHG� LQ�WKLV�JURXS�VLQFH�0DUFK������
DQG�UHDOL]HG�DV�����SHUFHQW��)LJXUH������
�
����7KH�JUHDWHVW�FRQWULEXWLRQ�WR�:3,�LQFUHDVHV�LQ�0DUFK�ZDV�PDGH�E\�WKH�PDQXIDFWXULQJ�LQGXVWU\�
SULFHV�ZLWK�D�����SHUFHQW�ULVH��,Q�DGGLWLRQ�WR�WKLV��DJULFXOWXUH�SULFHV�FRQWULEXWH�����SRLQW�WR�0DUFK�
:3,� LQIODWLRQ� ZLWK� D� ���� SHUFHQW� LQFUHDVH� RQ� D�PRQWKO\� EDVLV�� 7KH� VHDVRQDOO\� DGMXVWHG� UDWH� RI�
LQFUHDVH�LQ�DJULFXOWXUH�SULFHV�URVH�E\�����SRLQW�FRPSDUHG�WR�)HEUXDU\�DQG�UHDOL]HG�DV�����SHUFHQW���
�
����7KH�PRQWKO\� UDWH� RI� LQFUHDVH� LQ�:3,� H[FOXGLQJ� DJULFXOWXUH� UHVXOWHG�PDLQO\� IURP� WKH� SXEOLF�
PDQXIDFWXULQJ�LQGXVWU\�SULFHV��'HVSLWH�WKH����SHUFHQW�GHFOLQH�LQ�WKH�DYHUDJH�86�'ROODU�UDWH�GXULQJ�
WKH�ODVW�IRXU�PRQWKV��SXEOLF�PDQXIDFWXULQJ�LQGXVWU\�SULFHV�LQFUHDVHG�E\�����SHUFHQW�LQ�0DUFK��7KLV�
ZDV� GXH� WR� WD[� LQFUHDVHV� RQ� WREDFFR� SURGXFWV�� EURXJKW� DERXW� DV� D� VXSSOHPHQWDU\� EXGJHW�
PHDVXUH��DQG� WKH� ULVH� LQ� WKH� LQWHUQDWLRQDO�SULFHV�RI� WKH�UDZ�PDWHULDOV�XVHG�DV�SULPDU\� LQSXWV� LQ�
EDVLF�PHWDO�DQG�RLO�SURGXFWV�PDQXIDFWXULQJ�VHFWRUV��
�
����$V�RI�HQG�0DUFK��HOHFWULF�ZDWHU�JDV�SULFHV�GHFUHDVHG�E\�����SHUFHQW�RQ�D�PRQWKO\�EDVLV�DQG�
����SHUFHQW�RQ�DQQXDO�EDVLV�� ,W� LV�HVSHFLDOO\�UHPDUNDEOH�WKDW�WKH�ZDWHU�SULFHV�FRQWUROOHG�E\� ORFDO�
JRYHUQPHQWV�GLVSOD\HG�D�����SHUFHQW�GHFOLQH�LQ�-DQXDU\�0DUFK�SHULRG��$W�WKLV�SRLQW��WKH�FRXUVH�RI�
QDWXUDO�JDV�DQG�ZDWHU�SULFHV�JDLQV�LPSRUWDQFH�IRU�$SULO�DQG�IROORZLQJ�PRQWKV��

$QQXDO�3HUFHQWDJH�&KDQJH� 0RQWKO\�3HUFHQWDJH�&KDQJH�
�6HDVRQDOO\�$GMXVWHG��
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����'HVSLWH�UHPDLQLQJ�EHORZ�WKH�SXEOLF�PDQXIDFWXULQJ�LQGXVWU\�LQFUHDVH��UDWH�RI�SULFH�LQFUHDVH�LQ�
SULYDWH�PDQXIDFWXULQJ�LQGXVWU\�UHDOL]HG�DV�����SHUFHQW������SRLQW�DERYH�WKH�)HEUXDU\�ILJXUH��7KH���
SHUFHQW� LQFUHDVH� LQ� WKH� SULFHV� RI� IRRG� DQG� EHYHUDJHV� PDQXIDFWXULQJ� VHFWRU� ZDV� WKH� PDLQ�
GHWHUPLQDQW�RI�WKLV�ULVH��

�
)LJXUH����:3,�DQG�:3,�([FOXGLQJ�$JULFXOWXUH�

$QQXDO�3HUFHQWDJH�&KDQJH� 0RQWKO\�3HUFHQWDJH�&KDQJH�
�6HDVRQDOO\�$GMXVWHG��
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�
���� ,Q� OLQH� ZLWK� WKH� GHYHORSPHQWV� PHQWLRQHG� DERYH�� DQQXDO� :3,� LQIODWLRQ� DQG� :3,� LQIODWLRQ�
H[FOXGLQJ�DJULFXOWXUH�GHFOLQHG�WR���SHUFHQW�DQG���SHUFHQW��UHVSHFWLYHO\��+LJK�UDWHV�RI�LQFUHDVHV�LQ�
WKH�ILUVW�WKUHH�PRQWKV�RI������RZLQJ�WR�WKH�GHYHORSPHQWV�LQ�WKH�,UDTL�:DU�KDYH�SOD\HG�D�UROH�LQ�
VWLPXODWLQJ�WKH�GURS�LQ�DQQXDO�LQIODWLRQ�ILJXUHV�RI�0DUFK������DV�ZHOO����

�
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��� 287/22.�
����:KLOH� WKH� IDYRUDEOH�RXWORRN� LQ�&3,� LQIODWLRQ� FRQWLQXHG� LQ�0DUFK�� D� UHODWLYH�DFFHOHUDWLRQ�ZDV�
REVHUYHG� LQ�:3,� LQIODWLRQ� LQFUHDVHV��6LQFH�WKH� LQLWLDWLRQ�RI� LPSOLFLW� LQIODWLRQ�WDUJHWLQJ�UHJLPH��WKH�
HQG�\HDU�LQIODWLRQ�WDUJHW�KDV�EHHQ�GHILQHG�LQ�WHUPV�RI�FRQVXPHU�SULFHV��%HVLGHV��WKH�&3,�LQIODWLRQ�
has been given emphasis in “Outlook” section of our announcements and reports, whereas WPI 

LQIODWLRQ�KDV�EHHQ�HYDOXDWHG�LQ�WKH�OLJKW�RI�GDWD�RQ�IXWXUH�&3,�LQIODWLRQ��*LYHQ�WKH�DIRUHPHQWLRQHG�
GHYHORSPHQWV��LW�ZLOO�EH�XVHIXO�WR�LQWHUSUHW�WKH�GHYHORSPHQWV�LQ�ZKROHVDOH�SULFHV�LQ�0DUFK�LQ�WHUPV�
RI�&3,�LQIODWLRQ�IRU�WKH�FRPLQJ�SHULRG���

���� 7KH�����SHUFHQW�GURS� LQ�HQHUJ\�SULFHV�ZLWKLQ�:3,�RQ�DQ�DQQXDO�EDVLV�� FRQWLQXHG� WR� UHVWULFW�
FRVW�SXVK�LQIODWLRQ�SUHVVXUHV��,Q�0DUFK��:3,�ZDV�DGYHUVHO\�DIIHFWHG�E\�DJULFXOWXUH�SULFHV�DQG�WKH�
SXEOLF� SULFH� LQFUHDVHV� GXH� WR� EXGJHWDU\� PHDVXUHV�� 7KH� HIIHFWV� RI� UHODWLYHO\� KLJK� LQFUHDVH� LQ�
DJULFXOWXUH�SULFHV�RQ�IRRG�SULFHV�LQ�&3,�ZHUH�OLPLWHG��0RUHRYHU��LQ�WKH�VKRUW�UXQ�LW�LV�H[SHFWHG�WKDW�
KLJK�UDWH�RI�LQFUHDVHV�LQ�DJULFXOWXUDO�VHFWRU�SULFHV�ZLOO�EH�IROORZHG�E\�QHJOLJLEOH�UDWH�RI�LQFUHDVH�RU�
GHFOLQH�� ,QGLUHFW� HIIHFWV� RI� KLJK� UDWH�RI� LQFUHDVH� LQ� SULFHV� LQ� WREDFFR�PDQXIDFWXULQJ� LQGXVWU\�� LQ�
:3,��ZLOO�EH�QHJOLJLEOH��+RZHYHU��WKH�IDFW�WKDW�WKH�LQFUHDVH�LQ�:3,�PDLQO\�VWHPV�IURP�RLO�SURGXFWV�
DQG�EDVLF�PHWDO� LQGXVWU\�VHFWRUV��DV�ZHOO�DV�WKH�SUREDEOH�SHUVLVWHQFH�RI�WKHVH� LQFUHDVHV� LQGLFDWH�
WKDW�LQIODWLRQ�ZLOO�OLNHO\�EH�GHWHUPLQHG�E\�FRVW�SXVK�SUHVVXUHV�LQ�JHQHUDO�LQ�WKH�IROORZLQJ�PRQWKV��
5LVHV� LQ� LQWHUQDWLRQDO� PHWDO� SULFHV� UHVXOW� IURP� LQFUHDVH� LQ� GHPDQG� RI� &KLQD�� ZKLFK� LV� QRW�
FRQVLGHUHG� WR�EH� WUDQVLWRU\�� /LNHZLVH�� WKH�XSZDUG� WUHQG� LQ� RLO� SULFHV� LV� QRW� H[SHFWHG� WR� UHYHUVH�
VXEVWDQWLDOO\� IRU� VRPH� WLPH�� 1HYHUWKHOHVV�� XQGHU� WKH� IXQGDPHQWDO� DVVXPSWLRQV� WKDW� UHODWLYH�
VWDELOLW\�LQ�IRUHLJQ�H[FKDQJH�UDWHV�ZRXOG�FRQWLQXH�DQG�WKDW�GRPHVWLF�GHPDQG�ZRXOG�EH�NHSW�XQGHU�
FRQWURO�� WKHVH� GHYHORSPHQWV� DUH� QRW� FRQVLGHUHG�DV� D� WKUHDW� WR� ����� LQIODWLRQ� \HW��8QGRXEWHGO\��
WKHVH�SUHGLFWLRQV�DUH�FRQGLWLRQDO�RQ�ILVFDO�GLVFLSOLQH��

����,Q�JHQHUDO��WKH�EHOLHI�WKDW�WKH�HQG�\HDU�LQIODWLRQ�WDUJHW�LV�DFKLHYDEOH�LV�JHWWLQJ�VWURQJHU�DV�RI�
WKH�ILUVW�TXDUWHU�RI�������7KH�FXPXODWLYH�&3,�LQIODWLRQ�DQG�&3,�LQIODWLRQ�H[FOXGLQJ�IRRG�LQ�WKH�ILUVW�
TXDUWHU�RI�WKH�\HDU�EHFDPH�DV�����SHUFHQW�DQG�����SHUFHQW��UHVSHFWLYHO\��7KHVH�ILJXUHV�SRLQW�RXW�
DQ�LQIODWLRQ�FRXUVH�FRQVLVWHQW�ZLWK�WKH�HQG�\HDU�WDUJHW��ZKLFK�VKRXOG�EH�SHUFHLYHG�DV�D�IDYRUDEOH�
GHYHORSPHQW��+RZHYHU��LW�VKRXOG�EH�NHSW�LQ�PLQG�WKDW�WKH�&HQWUDO�%DQN�IRFXVHV�RQ�OLNHO\�FRXUVH�RI�
IXWXUH� LQIODWLRQ��KHQFH�JLYHV�HPSKDVLV�QRW�RQO\�RQ� WKH� UHDOL]HG� LQIODWLRQ� ILJXUHV��EXW�DOVR�RQ�WKH�
SURVSHFWLYH� FRXUVH� RI� LQIODWLRQ� WKDW� FDQ� EH� MXGJHG� IURP� WKHVH� UHDOLVDWLRQV�� ,Q� WKLV� FRQWH[W�� WKH�
UHODWLYH�SULFH�GLVSHUVLRQ�EHWZHHQ�VHUYLFHV�JURXS�DQG�JRRGV�JURXS��DQG�WKH�JOREDO�ULVH�LQ�SULFHV�RI�
EDVLF�PHWDO�DQG�RLO�DUH�FRQVLGHUHG�DV�ULVNV�IRU�IXWXUH�LQIODWLRQ���

����7KH�GURS�LQ�DQQXDO�SULFH�LQFUHDVHV�LQ�VHUYLFHV�IURP����SHUFHQW�RI�)HEUXDU\�WR������SHUFHQW�LQ�
0DUFK� FDQ� EH� UHJDUGHG� DV� D� IDYRUDEOH� GHYHORSPHQW�� +RZHYHU�� WKH� UDWH� RI� LQFUHDVH� LQ� VHUYLFH�
SULFHV� LQ�WKH� ODVW�TXDUWHU��FRUUHVSRQGLQJ�WR�����SHUFHQW�RI�WKH�VHDVRQDOO\�DGMXVWHG�DYHUDJH�SULFH�
LQFUHDVHV� ������SHUFHQW� LQ� DQQXDO� WHUPV�� LV� VWLOO� LQFRQVLVWHQW�ZLWK� WKH�HQG�\HDU� WDUJHW��$OWKRXJK�
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WKH�VORZGRZQ�LQ�UHQW�LQFUHDVHV��RQH�RI�WKH�VXE�LWHPV�RI�VHUYLFHV�JURXS��PD\�EH�FRQVLGHUHG�DV�D�
IDYRUDEOH� GHYHORSPHQW�� FORVH� PRQLWRULQJ� RI� GHYHORSPHQWV� LQ� UHQW� LV� ZDUUDQWHG� WR� DVFHUWDLQ�
ZKHWKHU�VXFK�GRZQZDUG�WUHQG�LV�SHUPDQHQW�RU�QRW��0RUHRYHU��KRVSLWDO�VHUYLFHV�SULFHV�SURGXFHG�D�
OHVV� URV\� SLFWXUH�� LQFUHDVLQJ� E\������ SHUFHQW�GXULQJ� WKH� -DQXDU\�0DUFK�SHULRG�� $GMXVWLQJ�KHDOWK�
VHUYLFHV�SULFHV� LQ� OLQH�ZLWK� LQIODWLRQ�WDUJHW��DV� LW� LV� LQ�RWKHU�HFRQRPLF�XQLWV��ZLOO�FRQWULEXWH�WR�WKH�
HIIRUWV�RI�EUHDNLQJ�WKH�GRZQZDUG�ULJLGLW\�LQ�LQIODWLRQ��

���� ,Q� ������ LW� LV� SUHGLFWHG� WKDW� WKH� UHFRYHU\� LQ� GRPHVWLF� GHPDQG�ZLOO� FRQWLQXH� LQ� D� FRQWUROOHG�
PDQQHU�DQG�WKDW�HFRQRPLF�JURZWK�ZRXOG�EH�EDVHG�RQ� LQYHVWPHQW�DQG�FRQVXPSWLRQ�DV� LQ�������
%HVLGHV�� ORZ�XQLW� FRVWV�DQG� IDYRUDEOH� LQIODWLRQ�H[SHFWDWLRQV�DUH�H[SHFWHG�WR�FRQWLQXH�WR�VXSSRUW�
WKH� GRZQZDUG� WUHQG� LQ� LQIODWLRQ�� 0RUHRYHU�� UHFHQW� LQFUHDVHV� LQ� FUHGLWV� H[WHQGHG� WR� 6PDOO� DQG�
0HGLXP�6L]HG�(QWHUSULVHV��60(��DQG�LQ�FRQVXPHU�FUHGLWV�ZLOO� OLNHO\�PDLQWDLQ�WKHLU�XSZDUG�FRXUVH�
IRU� VRPHWLPH�� +RZHYHU�� PRGHVW� FDSDFLW\� XWLOL]DWLRQ� UDWLRV� LQ� WKH� DXWRPRELOH� VHFWRU�� WR� ZKLFK�
FRQVXPHU�FUHGLWV�DUH�PRVWO\�GLUHFWHG��DUH�QRW�\HW� LQ�D�SRVLWLRQ�WR�SXVK�SURGXFWLRQ�FDSDFLW\��DQG�
SDUW�RI�FRQVXPSWLRQ�VWHPV�IURP�UHODWLYHO\�ORZ�SULFHV�LQ�WKHVH�VHFWRUV��7KHUHIRUH��LW�LV�QRW�H[SHFWHG�
WKDW�D�GHPDQG�SXVK�LQIODWLRQ�SUHVVXUH�VKRXOG�EXLOG�XS�LQ�WKH�VKRUW�WHUP��2Q�WKH�RWKHU�KDQG��LW�LV�
FRQVLGHUHG� WKDW� WKH� FUHGLWV� H[WHQGHG� WR� SULYDWH� VHFWRU� ZLOO� VXSSRUW� LQYHVWPHQW�� LQFUHDVLQJ� WKH�
SRWHQWLDO�RXWSXW��DQG�HDVH�LQIODWLRQDU\�SUHVVXUHV���

����1HYHUWKHOHVV�IRU�WKH�VDNH�RI�ILQDQFLDO�VWDELOLW\��ILQDQFLDO�VWDQGLQJV�RI�EDQNV�VKRXOG�EH�VWURQJ��
DQG�WKHLU�SURILWDELOLW\�VKRXOG�EH�PDLQWDLQHG��$W�D�WLPH�ZKHQ�LQIODWLRQ�LV�LQ�D�GRZQZDUG�WUHQG�DQG�
LQWHUHVW�UDWH�PDUJLQV�DUH�VKULQNLQJ��EDQNV�VKRXOG�WU\�WR�UHGXFH�WKHLU�FRVWV�DQG�VKRXOG�IRFXV�RQ�ULVN�
PDQDJHPHQW�LQ�H[WHQGLQJ�ORDQV��:KLOH�WU\LQJ�WR�UHFXSHUDWH�WKHLU�UHGXFHG�LQWHUHVW�UDWH�PDUJLQV�E\�
LQFUHDVLQJ�WKHLU�PDUNHW�VKDUHV�DQG�HQODUJLQJ�WKHLU�FXVWRPHU�EDVH��EDQNV�VKRXOG�SD\�DWWHQWLRQ�WR�
LQWHUHVW� UDWH� DQG� FUHGLW� ULVNV�� 0RUHRYHU�� DOWKRXJK� FRQVXPHU� FUHGLW� LQWHUHVW� UDWHV� DUH� GHFOLQLQJ�
UDSLGO\�� WKH\� DUH� VWLOO� DW� KLJK� OHYHOV� FRQVLGHULQJ� WKH� WDUJHWHG� LQIODWLRQ� UDWHV�� $W� D� WLPH�ZKHQ� QR�
VKDUS�LQFUHDVH�LV�H[SHFWHG�LQ�UHDO�LQFRPHV��KRXVHKROG�WHQGHQF\�WR�ILQDQFH�FRQVXPSWLRQ�VSHQGLQJ�
YLD� FRQVXPHU� FUHGLWV� VWLOO� EHDULQJ� KLJK� UHDO� LQWHUHVW� UDWHV� FRPSDUHG� WR� WKH� UHDOL]HG� LQIODWLRQ�� RU�
KLJKHU�FRPSDUHG� LQIODWLRQ� WDUJHW��FDQQRW�EH�UHJDUGHG�DV�UDWLRQDO�EHKDYLRU��'HVSLWH� WKH� IDFW� WKDW�
WKH� ULVH� LQ� FRQVXPHU� FUHGLWV� KDYH� QRW� FUHDWHG� D� VLJQLILFDQW� LQIODWLRQDU\� SUHVVXUH� XQWLO� QRZ�� WKH�
&HQWUDO� %DQN�ZLOO� FRQWLQXH� WR�PRQLWRU� WKH� LQFUHDVHV� LQ� FRQVXPHU� FUHGLWV� FORVHO\� LQ� WKH� IROORZLQJ�
SHULRG�DQG�ZLOO�VHQG�QHFHVVDU\�VLJQDOV�WR�PDUNHWV�RQ�SRWHQWLDO�ULVNV�WKDW�PD\�REVWUXFW�WKH�RQJRLQJ�
GRZQZDUG�WUHQG�RI�LQIODWLRQ�RU�GHWHULRUDWH�WKH�ILQDQFLDO�VWDELOLW\��

���� $V� LW� LV� HPSKDVL]HG� UHSHDWHGO\� LQ� RXU� SUHYLRXV� DQQRXQFHPHQWV� DQG� UHSRUWV�� LW� LV� RI� YLWDO�
LPSRUWDQFH�WR�FRUUHFWO\�SHUFHLYH�WKH�VLJQLILFDQFH�RI�WKH�SURMHFWHG�FRXUVH�RI����PRQWK�FXPXODWLYH�
LQIODWLRQ�ILJXUHV�FRQVLVWHQW�ZLWK�WKH�WDUJHW� LQ�������,Q�WKH�ILUVW���PRQWKV�RI�������LQIODWLRQ�UDWHV�
FOLPEHG� EHFDXVH� RI� SULFH� KLNHV� LQ� IRRG� DQG� DJULFXOWXUDO� SURGXFWV� DULVLQJ� IURP� FRVW�SXVK� IDFWRUV�
FDXVHG� E\� ,UDT� :DU� DV� ZHOO� DV� DGYHUVH� ZHDWKHU� FRQGLWLRQV�� :LWK� WKH� UHPRYDO� RI� WKH� VDLG�
FRQGLWLRQV�� &3,� LQIODWLRQ� SXUVXHG� D� UDWKHU� PRGHVW� WUHQG� IRU� WKH� UHVW� RI� WKH� \HDU�� 7KHVH�
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GHYHORSPHQWV�OHG�WR�DQ�REYLRXV�GLVFUHSDQF\�LQ�LQIODWLRQ�WUHQG�EHWZHHQ�WKH�ILUVW�DQG�VHFRQG�KDOYHV�
RI�������$V�D�QDWXUDO�RXWFRPH�RI�WKLV�HIIHFW��ZKLFK�LV�DOVR�FDOOHG�DV�WKH�EDVH�HIIHFW��WKH�GRZQZDUG�
WUHQG�LQ�DQQXDO�LQIODWLRQ�ZLOO�FRQWLQXH�HYLGHQWO\�LQ�WKH�QH[W�WZR�PRQWKV��DV�LQ�WKH�ODVW�TXDUWHU��2Q�
WKH�RWKHU�KDQG��HYHQ� WKRXJK� WKH�GRZQZDUG� WUHQG� LQ� LQIODWLRQ�FRQWLQXHV� LQ� WKH� UHVW�RI� WKH�\HDU��
DQQXDO� LQIODWLRQ� UDWHV�PD\� VWRS�GHFUHDVLQJ�RU�PD\� LQFUHDVH�GXH�WR� WKH�EDVH�HIIHFW��<HW�� VXFK�D�
GHYHORSPHQW�ZLOO� EH� FRQVLVWHQW�ZLWK� WKH� LQIODWLRQ� WDUJHW�� $W� WKLV� SRLQW�� LW� VKRXOG� EH�HPSKDVL]HG�
RQFH�PRUH�WKDW�ZKLOH�PDNLQJ�LWV�PRQHWDU\�SROLF\�GHFLVLRQV��WKH�&HQWUDO�%DQN�ZLOO�FRQWLQXH�WR�IRFXV�
LWVHOI� RQ� IXWXUH� FRXUVH� RI� LQIODWLRQ� PHUHO\�� QRW� RQ� WKH� SDVW� LQIODWLRQ� ILJXUHV�� 7KHUHIRUH�� WKH�
HFRQRPLF�XQLWV�VKRXOG�UHIHU�WR�JHQHUDO�WUHQG�RI�LQIODWLRQ�DQG�WKH�FRQVLVWHQF\�RI�SULFH�LQFUHDVHV�WR�
EH� UHDOL]HG� WKURXJKRXW������ZLWK� WKH� LQIODWLRQ� WDUJHW�� UDWKHU� WKDQ� WKH�FRXUVH�RI�DQQXDO� LQIODWLRQ�
UDWH��ZKLFK�LV�D�EDFNZDUG�ORRNLQJ�LQGLFDWRU��

����7KH�ULJLGLW\�LQ�VHUYLFHV�VHFWRU�LQIODWLRQ�VKRXOG�EH�PLQLPL]HG�IRU�WKH�VDNH�RI�FRQYHUJHQFH�RI�WKH�
LQIODWLRQ�LQ�VHUYLFHV�WR�WKH�JRRGV�VHFWRU��DV�ZHOO�DV�WKH�PDLQWHQDQFH�RI�GRZQZDUG�WUHQG�LQ�LQIODWLRQ�
LQ�������7KLV�GHYHORSPHQW�LV�FORVHO\�UHODWHG�ZLWK�WKH�LPSOHPHQWDWLRQ�RI�SXEOLF�SULFLQJ�DQG�LQFRPHV�
SROLF\� FRQVLVWHQW� ZLWK� WKH� WDUJHWHG� LQIODWLRQ�� WKH� FRUUHFW� PDQDJHPHQW� RI� H[SHFWDWLRQV�� WKH�
FRQWUROOHG�UHFRYHU\�LQ�GRPHVWLF�GHPDQG��DQG�WKH�HVWDEOLVKPHQW�RI�D�SURGXFWLRQ�SURFHVV�EDVHG�RQ�
PDUNHW�UXOHV�DQG�RSHQ�WR�FRPSHWLWLRQ��LQ�RWKHU�ZRUGV�ZLWK�VWUXFWXUDO�UHIRUPV��

���� 7KH� FXUUHQW� SURJUDP� KDV� KDG� IDYRUDEOH� HIIHFWV� RQ�PDFURHFRQRPLF� VWDELOLW\� DQG� LQ� VWHHULQJ�
H[SHFWDWLRQV��$V�WKH� LQIODWLRQ�GURSV��WKHUH�LV�DQ� LQFUHDVLQJ�FRQVHQVXV�DPRQJ�HYHU\�VHFWRU�RI�WKH�
VRFLHW\�WKDW�VWLOO�PXFK�UHPDLQV�WR�EH�GRQH�IRU�DFKLHYLQJ�SHUPDQHQW�SULFH�VWDELOLW\��5HIRUPV�RQ�WD[��
VRFLDO� VHFXULW\� DQG� SXEOLF� PDQDJHPHQW� DUH� RI� YLWDO� LPSRUWDQFH� IRU� WKH� VXVWDLQDELOLW\� RI� WKH�
VWUXFWXUDO�SXEOLF�EDODQFH�LQ�PHGLXP�DQG�ORQJ�WHUPV��0RUHRYHU��HDFK�VWHS�WDNHQ�IRU�HQKDQFLQJ�WKH�
HFRQRPLF� UROH� RI� SULYDWH� VHFWRU� IRU� WKH� GHYHORSPHQW� RI� FRPSHWLWLYHQHVV� DQG� SURGXFWLYLW\�� WKH�
PHDVXUHV�IRU�LQFUHDVLQJ�WKH�SXEOLF�SURGXFWLYLW\�DQG�WKH�TXDOLW\�RI�JRYHUQDQFH��WKH�LPSURYHPHQW�RI�
LQYHVWPHQW� HQYLURQPHQW� DQG� GHHSHQLQJ� WKH� ILVFDO� V\VWHP�� DQG� HDFK� VLJQDO� WKHUHRQ� ZLOO� KHOS�
7XUNH\�WR�DFKLHYH�D�ORQJ�WHUP�HFRQRPLF�VWDELOLW\��

���� ,Q� FXUUHQW� SHULRG�� WKH� FRQWLQXDWLRQ� RI� VWUXFWXUDO� UHIRUPV� LV� RI� YLWDO� LPSRUWDQFH�� ,I� WKH�
GRZQZDUG�WUHQG�LQ�LQIODWLRQ�LQ������LV�WR�EH�DFFRPSDQLHG�ZLWK�KLJK�HFRQRPLF�JURZWK�DQG�ULVH�LQ�
HPSOR\PHQW��JHQHUDO�SURGXFWLYLW\�OHYHO�PXVW�EH�LQFUHDVHG�WKURXJK�WKH�DFFRPSOLVKPHQW�RI�RQJRLQJ�
VWUXFWXUDO�UHIRUPV�DV�VRRQ�DV�SRVVLEOH��,Q�JHQHUDO��UHDOL]DWLRQ�RI�VWUXFWXUDO�UHIRUPV��ZKLFK�PHDQV�
WKH� WUDQVIRUPDWLRQ� RI� DQ� LQVWLWXWLRQDO� VWUXFWXUH� WKDW� LV� WKH� ZKROH� RI� UXOHV�� VDQFWLRQV� DQG�
RUJDQL]DWLRQV�LQ�RUGHU�WR�UHPRYH�UHVWULFWLRQV�LQ�WKH�HFRQRP\��VHHPV�LQHYLWDEOH�IRU�WKH�UHPRYDO�RI�
REVWDFOHV�WR�WKH�SURGXFWLYLW\�LQFUHDVH�LQ�SURGXFWLRQ�IDFWRUV���



� ��

�
)LJXUH����,QIODWLRQ�([SHFWDWLRQV�$FFRUGLQJ�WR�&%57�([SHFWDWLRQV�6XUYH\�

�
(QG�\HDU�,QIODWLRQ�([SHFWDWLRQV�DQG�,QIODWLRQ�7DUJHW������������

11.8

4

12

20

28

I-0
1

II-
01

I-0
2

II-
02 I-0

3

II-
03 I-0

4

II-
04 I-0

5

II-
05 I-0

6

II-
06 I-0

7

II-
07 I-0

8

II-
08 I-0

9

II-
09 I-1

0

II-
10 I-1

1

II-
11

I-1
2

II-
12 I-0

1

II-
01

I-0
2

II-
02 I-0

3

II-
03

2003 2004

End-year Inflation Expectation

Inflation Target

�
,QIODWLRQ�([SHFWDWLRQV�IRU�WKH�1H[W����0RQWKV�

11.0

4

12

20

28

I-0
1

II-
01

I-0
2

II-
02 I-0

3

II-
03 I-0

4

II-
04 I-0

5

II-
05 I-0

6

II-
06 I-0

7

II-
07

I-0
8

II-
08 I-0

9

II-
09 I-1

0

II-
10 I-1

1

II-
11

I-1
2

II-
12 I-0

1

II-
01

I-0
2

II-
02 I-0

3

II-
03

200 3 200 4 �������� ���
	�������E78F�G����-� �*� % ��&�+@����� $*�* 

�
�

�


