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6LQFH�WKH�YHU\�EHJLQQLQJ�RI�WKHLU�WUDQVIRUPDWLRQ�SURFHVV�WR�D�PDUNHW�HFRQRP\��&HQWUDO

DQG�(DVWHUQ�(XURSH�&RXQWULHV��&((&���%XOJDULD��&]HFKRVORYDNLD��+XQJDU\�DQG�3RODQG�KDYH�

H[SUHVVHG�WKHLU�GHVLUH�WR�EHFRPH�PHPEHUV�RI��(XURSH���0HPEHUVKLS�LQ�WKH�(XURSHDQ�8QLRQ

�(8��LV�GHVLUHG�SHUKDSV�HYHQ�PRUH�XUJHQWO\�IRU�VHFXULW\�DQG�SROLWLFDO�UHDVRQV�WKDQ�IRU

HFRQRPLF�RQHV��7KH�HDVWHUQ�SDUW�RI�WKH�(8�DQG�ZHVWHUQ�UHJLRQV�RI�WKH�FRXQWULHV�RI�&HQWUDO

(XURSH��&&(���WKH�IRUPHU�&]HFKRVORYDNLD��&6)5���+XQJDU\�DQG�3RODQG��ZHUH�WUDGLWLRQDOO\

OLQNHG��E\�D�GHQVH�QHWZRUN�RI�HFRQRPLF�WUDQVDFWLRQV��5H�HVWDEOLVKLQJ�WKHVH�LQWHUUXSWHG�WLHV�LV

HYHQ�PRUH�LPSRUWDQW�LQ�YLHZ�RI�WKH�HFRQRPLF�GLVLQWHJUDWLRQ�RI�&20(&21�DQG�RI�WKH

SROLWLFDO�DQG�HFRQRPLF�FKDRV�LQ�WKH�IRUPHU�6RYLHW�8QLRQ��7KXV��LQ�FRQWUDVW�WR�WKH�HFRQRPLF

LQWHJUDWLRQ�SURFHVV�LQ�1RUWK�$PHULFD��ZKHUH�&DQDGLDQ�SROLWLFLDQV�DQG�WKH�SXEOLF�GLVFXVVHG�DW

OHQJWK�WKH�SUHVXPHG�EHQHILWV�DQG�FRVWV�RI�IUHHU�WUDGH�ZLWK�WKH�8QLWHG�6WDWHV��DQG�$PHULFDQV

DQG�0H[LFDQV�DUH�VWLOO�GHEDWLQJ�WKH�1$)7$��WKHUH�LV�OLWWOH�GLVDJUHHPHQW�LQ�&((&�UHJDUGLQJ

WKH�GHVLUDELOLW\�RI�PHPEHUVKLS�LQ�WKH�(8�

(FRQRPLVWV�ZKR�KDYH�ZULWWHQ�RQ�WKH�VXEMHFW��KDYH�XVXDOO\�WDNHQ�WKH�SRLQW�RI�YLHZ�RI�WKH

(8��RU�KDYH�FRQVLGHUHG�WKH�SURVSHFWV�RI�D�ODUJHU�(8�IURP�D�WUDQVDWODQWLF�SHUVSHFWLYH��7KH

SUHVHQW�SDSHU�LV�DQ�DWWHPSW�WR�VXUYH\�WKH�OLWHUDWXUH�RQ�WKH�VXEMHFW�DQG�WR�GLVFXVV�VRPH�RI�WKH

PRUH�REYLRXV�HFRQRPLF�LPSOLFDWLRQV�RI�WKH�(8�PHPEHUVKLS�IURP�WKH�&((&
V�SRLQW�RI�YLHZ��

7KH�SDSHU�VWDUWV�ZLWK�DQ�DFFRXQW�RI�WKH�GUDPDWLF�WUDGH�UHRULHQWDWLRQ�WKDW�WRRN�SODFH�LQ�WKH

ILUVW�\HDUV�RI��WUDQVLWLRQ��,W�DOVR�UHYLHZV�WKH�ILUVW�VWXGLHV�GRFXPHQWLQJ�WKH�IDFW�WKDW�WKH�UHYHUVDO

RI�WUDGH�IORZV�IURP�(DVW�WR�:HVW�OHG�WR�D�GHHS�FKDQJH�LQ�WKH�FRPPRGLW\�VWUXFWXUH�RI�WUDGH��

7KH�QH[W�VHFWLRQ�DWWHPSWV�WR�UHYLHZ�WKH�HYROXWLRQ�RI�FRPPHUFLDO�SROLFLHV�WKDW�WKH�(&

DGRSWHG�YLV�D�YLV�LWV�(DVWHUQ�QHLJKERXUV�DQG��OHVV�FRPSOHWHO\��DOVR�WKH�VLWXDWLRQ�LQ�&((&��,W

LQFOXGHV�DQ�RYHUYLHZ�RI�WKH�PDMRU�(&�SROLF\�LQLWLDWLYHV��WKH��(XURSH�$JUHHPHQWV���DQG�WKH

DWWHPSWV�WR�HYDOXDWH�WKHLU�LPSDFW�RQ�&((&��(YHQ�WKRXJK�WKHUH�ZDV�D�YHU\�VXEVWDQWLDO

LQFUHDVH�LQ�WUDGH�EHWZHHQ�WKH�WZR�JURXSV�RI�FRXQWULHV��HYLGHQFH�VXJJHVWV�WKDW�LW�ZDV�RQO\�LQ

SDUW�WULJJHUHG�E\�WKH�(&
V�OLEHUDOL]DWLRQ�PHDVXUHV��7KH�VXSSO\�SUHVVXUH�RI�&((&�DQG�WKH

VLJQDOOLQJ�HIIHFW�RI�WKH�LQWHJUDWLRQ�SURVSHFW�ZHUH�SUREDEO\�HYHQ�PRUH�LPSRUWDQW�WKDQ�WKH

GLUHFW�HIIHFW�RI�OLEHUDOL]DWLRQ���$Q�DQDO\VLV�RI�WKH�(XURSH�DJUHHPHQWV�VKRZV��WKDW�PRUH�WKDQ�D
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V�SURWHFWLRQ�RI�VR�FDOOHG��VHQVLWLYH��VHFWRUV��7KLV�RXWFRPH�LV�EHVW�LOOXVWUDWHG�LQ�WKH

ORSVLGHG�HYROXWLRQ�RI�WUDGH�IORZV�LQ�IRRG�DQG�DJULFXOWXUH�

/LEHUDOL]DWLRQ�RI�IDFWRU�PRYHPHQWV��HVSHFLDOO\�FDSLWDO�LQYHVWPHQW��LV�H[SHFWHG�WR�SOD\�DQ

HYHQ�PRUH�LPSRUWDQW�UROH�LQ�&((&
V�FDWFKLQJ�XS�SURFHVV�WKDQ�WKH�IUHH�WUDGH�LQ�JRRGV��7KH

WKLUG�VHFWLRQ�RI�WKH�SDSHU�VKRZV�WKDW�EDVHG�RQ�WKLV�DFFRXQW��SURJUHVV�VR�IDU�KDV�QRW�EHHQ�YHU\

VDWLVIDFWRU\��7KH�LQIORZ�RI�LQYHVWPHQW��HVSHFLDOO\�)',��KDV�EHHQ�UDWKHU�OLPLWHG��7KH�ODERXU

PDUNHW��LQWHJUDWLRQ�ZLWK�WKH�(DVW�ZLOO�QRW�EH�SDUW�RI�WKH�LQWHJUDWLRQ�EOXH�SULQW�IRU�ORQJ�WLPH

\HW��/LNH�WKH�ODERXU�FRVW�GLIIHUHQWLDO�EHWZHHQ�WKH�86�DQG�0H[LFR���YHU\�ORZ�ODERXU�FRVWV�LQ

&((&��UHODWLYH�WR�WKRVH�LQ�WKH�(8��LV�WKH�SULQFLSDO�DUJXPHQW�LQ�IDYRXU�RI�WUDGH�OLEHUDOL]DWLRQ

FRQFHLYHG�DV�D�VXEVWLWXWH�IRU�LQFUHDVHG�OHJDO�DQG�LOOHJDO�LPPLJUDWLRQ�

$�FRPSDULVRQ�RI�DUJXPHQWV�IRU�LQWHJUDWLRQ��ZLWK�UHODWHG�SRVVLEOH�FRVWV�DQG

GLVDGYDQWDJHV��ERWK�RQ�WKH�PLFUR�DQG�PDFUR�OHYHO��FRQFOXGHV�WKH�SDSHU��

�� &RPSRVLWLRQ�DQG�UHFHQW�HYROXWLRQ�RI��WUDGH�IORZV�EHWZHHQ�WKH�FRXQWULHV�RI�&HQWUDO

DQG�(DVWHUQ�(XURSH�DQG�WKH�(8

2QH�RI�WKH�VXUSULVHV�RI�WKH�HFRQRPLF�WUDQVLWLRQ�LV�FHUWDLQO\�WKH�VSHHG�DQG�WKH�H[WHQW�RI

WUDGH�IORZ�UHYHUVDOV�LQ�WKH�FRXQWULHV�RI�&HQWUDO�(XURSH��&&(��IURP�(DVW�WR�:HVW��(YHQ

WKRXJK�D�SDUW�RI�WKH�VSHFWDFXODU�UHGLUHFWLRQ�RI�WUDGH�WKDW�DSSHDUV�LQ�WUDGH�VWDWLVWLFV�LV�GXH�WR

YDOXDWLRQ�XVH�RI�PRUH�UHDOLVWLF�H[FKDQJH�UDWHV�WKDQ�WKRVH�EDVHG�IRUPHUO\�RQ�WKH�RYHUYDOXHG

WUDQVIHUDEOH�5XEOH��+DQHO��������%UDGD��������LW�LV�QHYHUWKHOHVV�XQGLVSXWDEOH�WKDW�&&(

VXFFHHGHG�LQ�UDGLFDOO\��UHGLUHFWLQJ�WKHLU�WUDGH�IURP�WKH�FROODSVHG�&0($�PDUNHW�WR�WKH�:HVW�

PRVWO\�WKH�(8��7KH�GUDPDWLF�LQFUHDVH�RI�WUDGH�ZLWK�WKH�(8�LV�ZHOO�GRFXPHQWHG�LQ�7DEOH�����

,W�VKRZV�WKDW�WKH�VKDUH�RI�H[SRUWV�VROG�E\�WKH�&&(�LQ�WKH�(8�DOPRVW�GRXEOHG�IURP������WR

�����DQG�WKH�VKDUH�RI�LPSRUWV�IURP�WKH�(8�DOVR�LQFUHDVHG�GUDPDWLFDOO\��$V�JHRJUDSK\�ZRXOG

VXJJHVW��WKH�WUDGH�RI�WKH�WZR�(DVW�(XURSHDQ�FRXQWULHV��%XOJDULD�DQG�5RPDQLD��ZLWK�WKH�(8�LV

QRW�DV�LQWHQVLYH�DV�WKDW�RI�WKH�&&(�ZLWK�(8��%XOJDULD
V�VZLWFK�ZDV��KRZHYHU��HYHQ�PRUH

GUDPDWLF�LQ�UHODWLYH�WHUPV��ZKLOH�5RPDQLDQ�H[SRUWV�VWDUWHG��IURP�D�KLJKHU�LQLWLDO�OHYHO�EXW�

URVH�PXFK�OHVV�

:KLOH�WKH�(8�PDUNHW�EHFDPH�WKH�PRVW�LPSRUWDQW�H[SRUW�GHVWLQDWLRQ�IRU�FRXQWULHV�RI

&HQWUDO�DQG�(DVWHUQ�(XURSH��&((&���WKH�VKDUH�RI�WKH�(8
V�LPSRUWV�DQG�H[SRUWV�DUH�VWLOO
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QHJOLJLEOH��OHVV�WKDQ����LQ��������7KH�YDULDWLRQ�RI�&((&
V�VKDUH�LQ�WKH�(&
V�LPSRUWV�DQG

H[SRUWV�RYHU�WKH�����������SHULRG�LV�SUHVHQWHG�LQ�7DEOH�����EHORZ�

&RPSDUDWLYH�DGYDQWDJH�DQG�FRPPRGLW\�FRPSRVLWLRQ�RI�&((&�WUDGH�ZLWK�WKH�(8

,Q�UHODWLRQ�WR�WKH�HFRQRPLFDOO\�PRUH�DGYDQFHG�(8�FRXQWULHV��WKH�&((&�ODFN�FDSLWDO�

DERYH�DOO�KXPDQ�FDSLWDO�DQG�WHFKQRORJ\���2Q�WKH�RWKHU�KDQG��WKH\�DUH�ZHOO�HQGRZHG�ZLWK

VNLOOHG�ODERU��DQG�ZLWK�VRPH�VSHFLILF�QDWXUDO�DQG�HQHUJ\�UHVRXUFHV���+RZHYHU��VR�IDU�QR

UHOLDEOH�PHDVXUHV�RI�&((&
V�IDFWRU�HQGRZPHQW�DUH�DYDLODEOH��(PSLULFDO�VWXGLHV�RI�WKH

UHODWLRQVKLS�EHWZHHQ�WKH�IDFWRU�FRQWHQW�DQG�WKH�FRPSRVLWLRQ�RI�WUDGH�RI�&((&�ZLWK�FRXQWULHV

RI�WKH�(8�DUH�XQDQLPRXV�RQ�VRPH�DVSHFWV�RI�WKLV�UHODWLRQVKLS�DQG�GLYHUJHQW��RQ�RWKHUV�

7KHUH�LV�OLWWOH�GLVDJUHHPHQW�DPRQJ�GLIIHUHQW�VWXGLHV��/DQGHVPDQQ�������*DF]������

+DQHO�DQG�&HWNRYVN\��������DQG�$LJLQJHU��HW�DO�������IRU�$XVWULD
V�WUDGH�ZLWK�WKH�&&(��WKDW

WKH�VKDUH�RI�FDSLWDO�LQWHQVLYH�H[SRUWV�IURP�WKH�&HQWUDO�DQG�(DVWHUQ�(XURSHDQ�FRXQWULHV�WR�WKH

(8������GHFUHDVHG�IURP�WKH�SUH�UHIRUP�VLWXDWLRQ�LQ�������%\�WKH�VDPH�WRNHQ��WKH�VKDUH�RI

ODERU�LQWHQVLYH�H[SRUWV�LQFUHDVHG�

7KHUH�LV��KRZHYHU��OHVV�DJUHHPHQW�DPRQJ�YDULRXV�VWXGLHV�ZKHQ�LW�FRPHV�WR�PRUH�VSHFLILF

SURGXFWLRQ�IDFWRUV�VXFK�DV�5	'�DQG�VNLOOHG�ODERU�DQG�HQHUJ\��2Q�WKH�RQH�KDQG��*DF]�������

DQDO\]LQJ�+XQJDU\
V�WUDGH�DQG�/DQGHVPDQQ��������ORRNLQJ�DW�WKH�ILYH�&HQWUDO�DQG�(DVWHUQ

(XURSHDQ�FRXQWULHV��SUHVHQW�VRPH�HYLGHQFH�VXJJHVWLQJ�WKDW�WKHUH�ZDV�DQ�LQFUHDVH�LQ�WKH�

&6)5
V��+XQJDU\
V�DQG�3RODQG
V��PRVW�5	'�LQWHQVLYH�LQGXVWU\
V�VKDUH�RI�WRWDO�H[SRUWV�WR�WKH

(8����8VLQJ�WKH�VDPH�PHDVXUHV�RI�IDFWRU�LQWHQVLWLHV��EXW�IRFXVLQJ�RQO\�RQ�WKH�&]HFK

5HSXEOLF
V�WUDGH�GDWD��+DQHO�DQG�&HWNRYVN\��������IRXQG�WKDW�IDU�IURP�EHFRPLQJ�PRUH

VNLOOHG�ODERU�RU�HYHQ�5	'�LQWHQVLYH��WKH�QHZ�&]HFK�H[SRUWV�WR�WKH�(8�RULJLQDWHG�PRVWO\�LQ

HQHUJ\�LQWHQVLYH�LQGXVWULHV�DQG�LQ�LQGXVWULHV�HPSOR\LQJ�PDLQO\�XQVNLOOHG�ODERU��2ZLQJ�WR�WKH

IDFW�WKDW�WKH�IDFWRU�LQWHQVLW\�GDWD��HVSHFLDOO\�IRU�WKH�5	'�DQG�VNLOO�LQWHQVLW\��OHDYH�D�ORW�WR�EH

GHVLUHG�DQG�UHVXOWV�GHSHQG�WR�D�JUHDW�H[WHQW�RQ�WKH�PHWKRGRORJ\�XVHG��IXUWKHU�UHVHDUFK�LV

QHFHVVDU\�WR�UHVROYH�WKH�LVVXH�RI�IDFWRU�FRQWHQW�RI�&((&
V�H[SRUWV�WR�WKH�(8�

2Q�WKH�RWKHU�KDQG��WKH�SLFWXUH�UHJDUGLQJ�LPSRUWV�IURP�WKH�(8�LV�FOHDUHU��7KH�GDWD

DYDLODEOH�IRU�+XQJDU\���*DF]���������&6)5��/DQGHVPDQQ������QRWH�IRU�D�VHPLQDU�DW
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&(5*(��0DUFK��DQG�WKH�&]HFK�5HSXEOLF��+DQHO�DQG�&HWNRYVN\��������VKRZ�WKDW�LPSRUWV

IURP�WKH�(8��DQG�$XVWULD�WR�WKH�WZR�DIRUHPHQWLRQHG�FRXQWULHV�DQG�3RODQG��$LJLQJHU�HW�DO�

�������DUH�LQ�DJUHHPHQW�ZLWK�WKH�SUHVXPHG�UHODWLYH�IDFWRU�HQGRZPHQWV��,PSRUWV�DUH

LQFUHDVLQJO\�FDSLWDO�DQG�5	'�LQWHQVLYH��$W�WKH�VDPH�WLPH��LPSRUWV�EHFDPH�DOVR�VRPHZKDW

PRUH�ODERU�LQWHQVLYH��UHIOHFWLQJ�SUREDEO\�PRUH�WKH�HIIHFW�RI�GHPDQG�IRU�ZHVWHUQ�FRQVXPHU

JRRGV�WKDQ�FRVW�UHODWHG�FRPSDUDWLYH�DGYDQWDJHV�

7KXV�WKH�HPHUJLQJ�SDWWHUQ�RI�LQWHU�LQGXVWU\�VSHFLDOL]DWLRQ�EHWZHHQ�WKH�&((&�DQG�WKH�(8

FRQILUPV�ZKDW�:HVW�(XURSHDQ�EXVLQHVVPHQ�DOUHDG\�NQRZ��/DERXU�LQ�WKH�&((&�LV�FKHDS�DQG

VR�LV�HQHUJ\��/DQGHVPDQQ��������IRXQG�WKDW��LQWHU�LQGXVWU\�VSHFLDOL]DWLRQ�LV�PRUH

SURQRXQFHG�LQ�WKH�OHVV�GHYHORSHG�FRXQWULHV�RI�(DVWHUQ�(XURSH��%XOJDULD�DQG�5RPDQLD��ZKLOH

LQ�WKH�&&(�WKHUH�DSSHDUV�D�VKLIW�WRZDUGV�FORVLQJ�WKH�GHYHORSPHQW�JDS�E\�LQFUHDVHG�5	'

LQWHQVLYH�H[SRUWV�IURP��&6)5�DQG�+XQJDU\��DQG�DZD\�IURP�VNLOOHG�LQWHQVLYH�H[SRUWV�IURP

%XOJDULD��$V�PHQWLRQHG�DERYH��RXU�UHVXOWV�GR�QRW�VXSSRUW�WKH�FORVLQJ�RI�WKH�5	'�DQG�RU

VNLOOV�JDS�

,QWUD�LQGXVWU\�WUDGH�

7KH�GDWD��RQ�LQWUD�LQGXVWU\�WUDGH�DQG�LWV�HYROXWLRQ�VXJJHVWV�WKDW��WZR�ZD\�WUDGH�KDV�EHHQ

LQFUHDVLQJ�LQ�WKH�&6)5�DQG�+XQJDU\�PRUH�VLJQLILFDQWO\�WKDQ�LQ�3RODQG��7KH�H[WHQW�RI�LQWUD�

LQGXVWU\�WUDGH�VWLOO�UHPDLQV�VLJQLILFDQWO\�ORZHU�WKDQ�WKDW�REVHUYHG�IRU�WRWDO�(8�WUDGH�

6XUSULVLQJO\��WKH�UDWKHU�KLJK�DJJUHJDWHG�*UXEHO�/OR\G�LQGH[�RI�LQWUD�LQGXVWU\�WUDGH�IRU

%XOJDULD�LQ������GHFUHDVHG�E\������DQG�IRU�5RPDQLD�LW�LQFUHDVHG�IURP�D�ORZ�LQLWLDO�OHYHO�

+RZHYHU��HYHQ�WKRXJK�WKH�HYLGHQFH�VXJJHVWV�WKDW�&&(��HVSHFLDOO\�+XQJDU\�DQG�&6)5�KDYH

WXUQHG�WR�D�PRUH�LQWUD�LQGXVWU\�SDWWHUQ�RI�VSHFLDOL]DWLRQ��WKH�YHU\�ODUJH�GLIIHUHQFHV�EHWZHHQ

WKH�XQLW�SULFHV�SHU�NJ�EHWZHHQ�&&(
V�H[SRUWV�DQG�RWKHU�(8�FRPSHWLWRUV�VXJJHVW�WKDW�D

VLJQLILFDQW�TXDOLW\�JDS�SHUVLVWV��7KLV�LV�VXSSRUWHG�E\�WKH�ILQGLQJ�WKDW�IRU�WKH�&]HFK�5HSXEOLF

DW�OHDVW��WKH�OHYHO�RI�LQWUD�LQGXVWU\�WUDGH�LV�QHJDWLYHO\�FRUUHODWHG�ZLWK�5	'�LQWHQVLW\��7KXV�WKH

&5�VHHPV�WR�EH��VSHFLDOL]LQJ��LQ�WZR�ZD\�WUDGH�H[SRUWLQJ�PDLQO\�VLPSOH�SURGXFWV��ZKLOH�LW

LPSRUWV�SURGXFWV�LQFRUSRUDWLQJ�PRUH�VRSKLVWLFDWHG�WHFKQRORJ\��

7KH�HYROXWLRQ�VR�IDU�VXSSRUWV�/DQGHVPDQQ
V�FRQMHFWXUH�WKDW�WKH�WKH�&HQWUDO�(XURSHDQ

FRXQWULHV��IRUPHU�&]HFKRVORYDNLD��+XQJDU\�DQG�SHUKDSV�DOVR�3RODQG��DUH�PRUH�DGYDQFHG�LQ

WKH�SURFHVV�RI�FRQYHUJHQFH�WR�(8�WKDQ�WKHLU�HDVWHUQ�QHLJKERUV�
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%DQN��6ORYDNLD�5HVWUXFWXULQJ�IRU�5HFRYHU\��9ROXPH�,,��-XO\�����������DQG�IURP�WKH�6WDW��8UDG�65��=DNO��SUHKOHG�D
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7RWDO

&((&
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,QGH[�
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\HDU����
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6RXUFH���$XWKRU
V�FDOFXODWLRQV�IURP�2(&'�,QWHUQDWLRQDO�7UDGH�6WDWLVWLFV�



� 0HDVXUHV�GLVFXVVHG�KHUH�ZHUH�WDNHQ�E\�WKH�(XURSHDQ�&RPPXQLW\�EHIRUH�WKH�RIILFLDO�ELUWKGD\�RI�WKH
(8��������,Q�DJUHHPHQW�ZLWK�WKH�SULQFLSDO�VRXUFH�RI�LQIRUPDWLRQ�IRU�WKLV�VHFWLRQ��6FKXPDFKHU�DQG�0RELXV�
������WKH�UHIHUHQFH�LQ�WKH�WH[W�LV�WR�WKH�(&�UDWKHU�WKDQ�WR�WKH�(8�

� 7KH�GHVFULSWLRQ�DQG�DQDO\VLV�RI�WKH�(&�SURWHFWLRQ�DQG�OLEHUDOL]DWLRQ�SUHVHQWHG�UHVXPHV�VHFWLRQV�RI�WKH
FRPSUHKHQVLYH�VWXG\�E\�6FKXPDFKHU�DQG�0RELXV����������,�DP�LQGHEWHG�WR�-DQ�6WDQNRYVN\�IRU�PDNLQJ�WKH
VWXG\�DYDLODEOH�WR�PH�

�

�� 7KH�LPSDFW�RI�WUDGH�EDUULHUV

+RZ�LPSRUWDQW�DUH�WKH�H[LVWLQJ�WUDGH�EDUULHUV�EHWZHHQ�&HQWUDO�DQG�(DVW�(XURSHDQ�FRXQWULHV

DQG�WKH�(&"��7KH�(&
V�DUVHQDO�RI�LPSRUW�EDUULHUV�IDFLQJ�&((&
V�LQGXVWULDO�SURGXFWV�LV�YHU\�ZHOO

SUHVHQWHG�DQG�DQDO\]HG�E\�6FKXPDFKHU�DQG�0RELXV����������7UDGH�LQ�DJULFXOWXUDO�SURGXFWV�LV

FRYHUHG�E\�WKH�&RPPRQ�$JULFXOWXUDO�3ROLF\�DQG�LW�LV�GLVFXVVHG�VHSDUDWHO\��

7KH�(8�SURWHFWLRQ�PHDVXUHV�IDFLQJ�&((&�FDQ�EH�JURXSHG�LQ�WKUHH�FDWHJRULHV�

�� WDULIIV��0RVW�)DYRXUHG�1DWLRQ��0)1��UDWHV�DQG�UHGXFWLRQV�ZLWKLQ�WKH�*HQHUDOLVHG

6\VWHP�RI�3UHIHUHQFHV��*63��

�� TXRWDV��45��DQG�2WKHU�1RQ�7DULII�%DUULHUV��217%��

�� JRYHUQPHQW�SURFXUHPHQW�DQG�WHFKQLFDO�UHJXODWLRQV�

7UDGH�OLEHUDOL]DWLRQ�VWDUWHG�ZLWK�WKH�7UDGH�DQG�&RRSHUDWLRQ�$JUHHPHQWV��IROORZHG�E\�WKH

(&� JUDQWLQJ� WKH� &((&� *63� LQ� ����� DQG� ������ ,Q� 'HFHPEHU� ����� WKH� QHZ� $VVRFLDWLRQ

$JUHHPHQW��WKH�VR�FDOOHG�(XURSH�$JUHHPHQWV��ZHUH�VLJQHG�ZLWK�3RODQG��+XQJDU\�DQG�WKH�&6)5�

DQG�LQ�6SULQJ������ZLWK�%XOJDULD�DQG�5RPDQLD��7KH�ILQDO�RXWFRPH�ZLOO�EH�D�IUHH�WUDGH�DUHD

ZLWKLQ����\HDUV�

%HIRUH�WKH�VHULHV�RI�OLEHUDOL]DWLRQV�VWDUWHG�LQ�������WKH�VLWXDWLRQ�ZDV�DV�IROORZV��7KH�(&

01)�WDULII�UDWHV�UDQJHG�IURP���XS�WR�����IRU�PDQ\�FORWKLQJ�DUWLFOHV������IRU�VKRHV�DQG����

IRU�VSHFLDO�WUXFNV�LQ�������,PSRUWV�IURP�3RODQG�IDFHG�WKH�ORZHVW�LPSRUW�ZHLJKWHG�0)1�GXW\�UDWH

RI�������5RPDQLD��WKH�KLJKHVW�UDWH�RI�������DV�WKHVH�ILJXUHV�VKRZ��RQ�DYHUDJH��WKH�LPSDFW�RI

WDULII�SURWHFWLRQ�ZDV�UDWKHU�VLPLODU�

7KH�PRVW�FRPSHWLWLYH�&((&
V�H[SRUWV��WH[WLOHV���KRZHYHU��IDFHG�QRW�RQO\�UHODWLYHO\�KLJK

WDULIIV��WKH\�ZHUH�SUHYHQWHG�IURP�IUHH�HQWU\�PRUH�HIILFLHQWO\�E\�TXDQWLWDWLYH�UHVWULFWLRQV��45�

XQGHU�WKH�0XOWLILEUH�$UUDQJHPHQW��0)$��DQG�HYHQ�PRUH�E\�RWKHU�QRQ�WDULII�EDUULHUV��217%��

6FKXPDFKHU�DQG�0RELXV��������FDOFXODWHG�WKH�LPSRUW�FRYHUDJH�UDWLR�����DIIHFWHG�E\�45V�DQG

217%V�IRU�HDFK�FRXQWU\��,PSRUWV�IURP�&((&�VXEMHFW�WR�45V�UDQJHG�IURP�DERXW�����IRU�3RODQG



���([FHSW�IRU�5RPDQLD��ZKHUH�����RI�H[SRUWV�WR�(&�ZHUH�VXEMHFW�WR��DYHUDJH�RU�KLJK�LPSRUW�EDUULHUV�

�

WR�RYHU�����IRU�%XOJDULD��7KH�LQFLGHQFH�RI�217%V��PRVWO\�DQWL�GXPSLQJ�SURFHGXUHV���UDQJHG

IURP�DERXW����IRU�5RPDQLD�WR�����IRU�%XOJDULD���)RU�GHWDLOV�DQG�HYROXWLRQ�RYHU�WKH����������

SHULRG��VHH�WKH�IROORZLQJ�WDEOH�

$V� IRU� WKH� SURWHFWLYH� HIIHFW� RI� (&
V� SXEOLF� SURFXUHPHQW� DQG� WHFKQLFDO� UHJXODWLRQV�

6FKXPDFKHU�DQG�0RELXV�FODVVLILHG�LPSRUWV�IURP�&((&�DV�PRGHUDWHO\�RU�KLJKO\�DIIHFWHG�E\�37

EDUULHUV��7KHLU� DVVHVVPHQW� LQGLFDWHV� WKDW� WKH� VKDUH�RI�37�DIIHFWHG� LPSRUWV�ZDV� ORZHVW� IURP

3RODQG�DQG�5RPDQLD�������DQG�KLJKHVW�IURP�+XQJDU\�������LQ������

7DNLQJ�LQWR�DFFRXQW�DOO�WKUHH�W\SHV�RI�SURWHFWLRQ�PHDVXUHV��VHYHUDO�VHFWRUV�LQ�ZKLFK�VRPH

RI�WKH�&((&�ZHUH�SDUWLFXODUO\�FRPSHWLWLYH�ZHUH�KLJKO\�SURWHFWHG��,URQ�DQG�VWHHO��FORWKLQJ�DQG

PRVW�WH[WLOH�SURGXFWV�ZHUH�KLJKO\�SURWHFWHG�DJDLQVW�LPSRUWV�IURP�DOO�ILYH�&((&��,Q�DGGLWLRQ�

IRRWZHDU� DQG� HOHFWULFDO�PRWRU� LPSRUWV� IURP� WKUHH� DQG� IRXU�&((&�ZHUH� DOVR� LQ� WKH� KLJKO\

SURWHFWHG�FDWHJRU\��2QO\�D�VPDOO�FDWHJRU\�RI�LPSRUWV�IURP�&((&�ZDV�QRW�VXEMHFW�WR�DQ\�EDUULHUV

DW� DOO��ZKLOH�PRUH� WKDQ� KDOI�� WR� WKUHH� TXDUWHUV� RI� LPSRUWV�ZHUH� VXEMHFW� WR� DYHUDJH� RU� KLJK

SURWHFWLRQ��7KH�VLWXDWLRQ�LQ������LV�SUHVHQWHG�LQ�7DEOH�����DQG�FRPSDUHG�ZLWK�WKDW�RI�������DIWHU

WKH�LPSOHPHQWDWLRQ�RI�(XURSH�$JUHHPHQWV��

/LEHUDOL]DWLRQ�XQGHU�WKH�(XURSH�$JUHHPHQWV

7KH�OLEHUDOL]DWLRQ�RI�LPSRUW�GXWLHV�DQG�UHVWULFWLRQV�RQ�3ROLVK��&]HFKRVORYDN�DQG�+XQJDULDQ

JRRGV�VWDUWHG�LQ�0DUFK��������,PSRUWV�IURP�%XOJDULD�DQG�5RPDQLD�ZHUH�OLEHUDOL]HG�LQ�WKH�FRXUVH

RI��������7KH�DJUHHPHQWV�LQVWLJDWH�D�JUDGXDO�HVWDEOLVKPHQW�RI�D�IUHH�WUDGH�DUHD�IRU�LQGXVWULDO

SURGXFWV�RYHU�D�WHQ�\HDU�SHULRG���7KH�(&�OLEHUDOL]DWLRQ�VWHSV�DUH�FRQFHQWUDWHG�LQ�WKH�ILUVW�ILYH

\HDUV��$Q�DFFHOHUDWLRQ�RI�PDUNHW�DFFHVV�PHDVXUHV�RIIHUHG�E\�WKH�(&�WR�3RODQG��WKH�&]HFK�DQG

6ORYDN�5HSXEOLFV� DQG�+XQJDU\� DW� WKH�&RSHQKDJHQ� VXPPLW� LQ� -XQH� ������ FRQFHUQHG� IDVWHU

DEROLVKLQJ�RI�FXVWRP�GXWLHV��UHPDLQLQJ�TXDQWLWDWLYH�UHVWULFWLRQV�ZHUH�QRW�UHPRYHG��:LWKRXW

JRLQJ�LQWR�GHWDLOV��WKH�PRUH�FRPSHWLWLYH�WKH�LPSRUWV�IURP�&((&�LQ�D�JLYHQ�SURGXFW�FDWHJRU\�DUH�

WKH�PRUH�KHVLWDQW�DUH�WKH�OLEHUDOL]DWLRQ�PHDVXUHV��7KH�(&�LPSRUW�GXWLHV�ZHUH�DEROLVKHG�IRU�WKH

PDMRULW\�RI�LQGXVWULDO�SURGXFWV��KRZHYHU��ZLWK�LPSRUWDQW�H[FHSWLRQV��7KH�H[FHSWLRQV�DUH�OLVWHG

LQ�FRXQWU\�VSHFLILF�JURXSV�RI�SULPDU\�SURGXFWV���VHQVLWLYH��SURGXFWV��WH[WLOH�JRRGV��3URWRFRO

QR����DQG�VWHHO�DQG�FRDO��3URWRFRO�QR������
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6RXUFH���',:�FDOFXODWLRQV�EDVHG�RQ�GDWD�IURP�(XURVWDW�DQG�81&7$'��6FKXPDFKHU�DQG

0RELXV��������



� 7KLV�ODUJH�OLVW�RI��VHQVLWLYH��SURGXFWV�LQFOXGHV��LURQ�	�VWHHO��FKHPLFDOV��IRRG�SURFHVVLQJ��WH[WLOHV��FORWKLQJ
DQG�IRRWZHDU�

� ,PSRUWV�RI��VHQVLWLYH��SURGXFWV�DUH�GXW\�IUHH�ZLWKLQ�FHUWDLQ�TXRWDV��ZKLOH�WKH�TXDQWLWLHV�LPSRUWHG�LQ
H[FHVV�RI�WKH�TXRWD�DUH�VXEMHFW�WR�GXWLHV��7KH�GXW\�IUHH�LPSRUWV�DUH�DQQXDOO\�LQFUHDVHG�DQG�WKH�GXWLHV�RQ
H[FHVV� TXDQWLWLHV� UHGXFHG�� 7DULIIV� RQ� WH[WLOHV� ZLOO� EH� UHGXFHG� LQ� VL[� VWHSV� DQG� OLIWHG� DIWHU� VL[� \HDUV�
4XDQWLWDWLYH�UHVWULFWLRQV�ZLOO�FRQWLQXH�WR�H[LVW�EXW�ZLOO�EH�GLVPDQWOHG�ZLWKLQ�WKH�QH[W�VL[�\HDUV��)LQDOO\��WKH
GXWLHV�RQ�FRDO�ZLOO�EH�DEROLVKHG�RQH�\HDU�DIWHU�VLJQLQJ�RI�WKH�$JUHHPHQW��H[FHSW�LQ�*HUPDQ\�DQG�6SDLQ��ZKHUH
WKH\�ZLOO�SHUVLVW�IRU�DQRWKHU�WKUHH�\HDUV��'XWLHV�RQ�LPSRUWV�RI�VWHHO�ZLOO�EH�UHGXFHG�E\�����DQQXDOO\��7KH�(&
VLGH�RI�WKH�IUHH�WUDGH�DUHD�IRU�LQGXVWULDO�SURGXFWV�VKRXOG�EH�WR�D�ODUJH�H[WHQW�FRPSOHWHG�E\�WKH�EHJLQQLQJ�RI
�����������IRU�%XOJDULD�DQG�5RPDQLD���

��

,Q�IDFW��D�ODUJHU�GHILQLWLRQ�RI��VHQVLWLYH��SURGXFW�FDWHJRULHV�LQFOXGHV�DOO�LQGXVWULDO�JRRGV�VXEMHFW

WR�VSHFLDO�SURWHFWLRQ�OLVWHG�DERYH���5ROOR�DQG�6PLWK��������DUJXH�WKDW�WKH�UHODWLYHO\�SRRU�H[SRUW

SHUIRUPDQFH�RI�&((&�LQ�WKHVH�LQGXVWULHV�WR�WKH�(&�PDUNHW�LQ�WKH�����������SHULRG�LV�GXH�PRUH

WR�WKH�(&
V�SURWHFWLRQLVP�WKDQ�WR�WKH�ODFN�RI�&((&
V�FRPSHWLWLYHQHVV�LQ�WKHVH�LQGXVWULHV��(YHQ

WKRXJK�WKHVH�VHFWRUV��LQ�WKH�(&�KDYH�KLJKHU�LPSRUW�SHQHWUDWLRQ�IURP�&((&�WKDQ�RWKHU�VHFWRUV�

WKHVH�LPSRUWV�UDUHO\�DFFRXQW�IRU�PRUH�WKDQ����RI�WKH�GRPHVWLF�PDUNHW�RI�PRVW�(&�FRXQWULHV��2Q

WKH�RWKHU�KDQG��WKHVH�LQGXVWULHV�DUH�H[WUDRUGLQDULO\�LPSRUWDQFH�WR�WKH�&((&�HFRQRPLHV��7KHUH

WKH\�DFFRXQWHG�IRU����WR�����RI�9$�LQ�PDQXIDFWXULQJ�DQG�IRU����WR�����RI�&((&
V�H[SRUWV�WR

WKH�(&�LQ�������

7KH�(&
V�SURWHFWLRQ�RI�WKHVH�VSHFLILF�SURGXFW�JURXSV�UHOLHV�RQ�VDIHJXDUGV�DQG�DQWL�GXPSLQJ

SURFHGXUHV�DQG�LV�OLNHO\�WR�LQFUHDVH�RYHU�WKH�QH[W�ILYH�\HDUVLQ�UHVSRQVH�WR�LQFUHDVHG�LPSRUWV�IURP

&((&�GHVSLWH�WKH�GHFOLQH�RI�H[SOLFLW�SURWHFWLRQ�����7KH�UHOLDQFH�RQ�WKH�FRQWLQJHQW�SURWHFWLRQ

JLYHV�WKH�(&�DOO�ODWLWXGH�LQ�DSSO\LQJ�17%V�DJDLQVW�DQ\�&((&�H[SRUWHU�ZKR�ZLOO�VXFFHHG�LQ

LQFUHDVLQJ�LWV�VKDUH�RI�WKH�(&�LPSRUW�PDUNHW�



��

7$%/(�����

'LVWULEXWLRQ�RI�WKH�LQFLGHQFH�RI�DOO�(&�,PSRUW�%DUULHUV�EHIRUH�DQG�DIWHU�WKH�(XURSH

$JUHHPHQWV

1RQH :HDN $YHUDJH +LJK 7RWDO

���� ���� ���� ���� ���� ���� ���� ���� ���� ����

%XOJDULD ��� �� �� �� �� ��� �� �� ��� ���

&6)5 ��� �� �� �� �� �� �� �� ��� ���

+XQJDU\ ��� �� �� �� �� ��� �� �� ��� ���

3RODQG ��� �� �� �� �� �� �� �� ��� ���

5RPDQLD � �� �� �� �� ��� �� �� ��� ���

6RXUFH���6FKXPDFKHU�DQG�0RELXV�������

$�PHDVXUH�RI�SDUWLFXODU�SUDFWLFDO�LPSRUWDQFH�WR�&((&�ZDV�WKH�IXUWKHU�RSHQLQJ�RI�D�GXW\

H[HPSWLRQ� IRU� RXWZDUG� SURFHVVLQJ� LQ� &((&�� ,PSRUWV� XQGHU� WKH� SURYLVLRQ� RI� WKH� RXWZDUG

SURFHVVLQJ�WUDGH�GXW\�H[HPSWLRQ��237��DFFRXQWHG�IRU�PRUH�WKDQ�KDOI�RI�WKH�WRWDO�LPSRUWV�RI

SURGXFWV�RI�WKH�NQLWWLQJ�DQG�FORWKLQJ�LQGXVWU\�DQG�DOVR�DW�OHDVW�����RI�ZRYHQ�IDEULFV��7KHLU

LPSRUWDQFH�YDULHG�DPRQJ�&((&�DV�FDQ�EH�VHHQ�LQ�7DEOH�����
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7$%/(����

,PSRUWV�XQGHU�WKH�237�GXW\�H[HPSWLRQ�������

�&RXQWU\�RI�SURFHVVLQJ 6KDUH�LQ�WH[WLOH

LPSRUWV��

6KDUH�LQ�LQGXVWULDO

LPSRUWV��

&6)5

+XQJDU\

3RODQG

%XOJDULD

5RPDQLD

�����

�����

�����

�����

������

�������

�������
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6RXUFH��6FKXPDFKHU�DQG�0RELXV��������

7KH�WDULII�UHGXFWLRQV�LQ���SRLQWV�IRU�LPSRUWV�IURP�HDFK�&((&�GHSHQG�PDLQO\�RQ�WKH�UHODWLYH

LPSRUWDQFH�RI�WH[WLOHV�WR�WRWDO�LPSRUWV�VLQFH�WH[WLOHV�SDLG�WKH�KLJKHVW�LPSRUW�GXWLHV��7KH�DQQXDO

GXW\�UHGXFWLRQV�GXH�WR�WKH�*63�DQG�(XURSH�$JUHHPHQWV�DPRXQWHG�WR�DERXW���WR����SRLQWV�IRU

&6)5��+XQJDU\�DQG�3RODQG�IURP������WR�������DQG�WR�������7KH�DFWXDO�DQQXDO�LQFUHDVH�RI

LPSRUWV�IURP�WKHVH�FRXQWULHV��GXULQJ�WKHVH�\HDUV�ZDV�PXFK�KLJKHU�����WR�����SRLQWV�LQ������DQG

���WR�����SRLQWV�LQ������IRU�+XQJDU\�DQG�&6)5�UHVSHFWLYHO\���LPSRUWV�IURP�3RODQG�LQFUHDVHG

VOLJKWO\�PRUH�WKDQ�WKRVH�IURP�+XQJDU\��$VVXPLQJ�D�XQLWDU\�SULFH�HODVWLFLW\�RI�LPSRUW�GHPDQG�

WDULII�UHGXFWLRQV�FRXOG�QRW�DFFRXQW�IRU�PRUH�WKDQ�D�YHU\�VPDOO�IUDFWLRQ�RI�DFWXDO�LPSRUW�LQFUHDVH�

,PSRUW�TXRWDV��HVSHFLDOO\�IRU�LPSRUWV�IURP�WKH�WKUHH�&&(�ZHUH�JUDGXDOO\�LQFUHDVHG��IRU

WH[WLOH�FDWHJRULHV�ZKLFK�GLG�XVH�OHVV�WKDW�����RI�TXRWDV�LQ�WKH�ODVW�WKUHH�\HDU��7KH�DVVHVVPHQW�RI

TXDQWLWDWLYH�UHVWULFWLRQV�IRU�WKH�ZKROH�(&��6FKXPDFKHU�DQG�0RELXV��������LV��KRZHYHU��QRW�D

YHU\� PHDQLQJIXO� LQGLFDWRU� RI� LQFUHDVHG� DFFHVV� WR� WKH� (&� PDUNHW�� 'XH� WR� JHRJUDSK\� DQG

HVWDEOLVKHG�GLVWULEXWLRQ�QHWZRUNV��&((&�ILOO�WKH�TXRWDV�LQ�VRPH�FRXQWULHV��*HUPDQ\�ILUVW�RI�DOO�

ZKLOH�ODUJH�SRUWLRQV�RI�TXRWD�LQ�PRUH�UHPRWH��OHVV�IDPLOLDU�PDUNHWV�VXFK�DV�,UHODQG��3RUWXJDO�

6SDLQ�RU�*UHHFH�UHPDLQ�XQGHU�XWLOL]HG��$OWKRXJK�WKHUH�KDV�EHHQ�D�UHGXFWLRQ�LQ�WKH�SURSRUWLRQ

RI�WH[WLOH�LPSRUWV�VXEMHFW�WR�45V��WKH�PRVW�LPSRUWDQW�WH[WLOH�SURGXFWV�VWLOO�EHORQJ�WR�WKH��KLJKO\

SURWHFWHG��FDWHJRU\�

7KHUH�ZHUH�DOVR�D�VHULHV�RI�DQWL�GXPSLQJ�FDVHV��HVSHFLDOO\�DJDLQVW�&]HFK��6ORYDN��3ROLVK�DQG

5RPDQLDQ�VWHHO�SURGXFWV��,PSRUWV�H[FHHGLQJ�TXRWDV�SDLG�GXWLHV�RI����WR������2WKHU�SURGXFWV

IDFLQJ�217%V�ZHUH�FKHPLFDOV�DQG�FHPHQW�



��

7UDGH�SROLFLHV�LQ�WKH�&((&

8QGHU�WKH�VWDWH�PRQRSRO\�RI�IRUHLJQ�WUDGH��WDULIIV�KDG�QR�UHDO�HFRQRPLF�IXQFWLRQ�DQG�PRVW

VRFLDOLVW�FRXQWULHV�DGRSWHG�ORZ�WDULIIV�LQ�DFFRUGDQFH�ZLWK�*$77�UHTXLUHPHQWV��7KHVH�ORZ�WDULIIV

UHPDLQHG�LQ�IRUFH�GXULQJ�WKH�WUDQVLWLRQ�SHULRG��7DULIIV�LQ�&]HFKRVORYDNLD�ZHUH�UHODWLYHO\�ORZ

������RQ�DYHUDJH��DQG�UDWKHU�XQLIRUP��,Q�RUGHU�WR�DVVLVW�LQGXVWULHV�LQ�WUDQVLWLRQ�D�����LPSRUW

VXUFKDUJH�ZDV�LQWURGXFHG�LQ������RQ�PDQ\�FRQVXPHU�JRRGV��2ZLQJ�WR�D�ZHDNHU�WKDQ�H[SHFWHG

GHPDQG�IRU�LPSRUWV��WKH�VXUFKDUJH�ZDV�UHGXFHG�IURP����WR�����LQ�-XQH������DQG�JUDGXDOO\

UHGXFHG�DQG�HOLPLQDWHG�DW�WKH�HQG�RI�������$IWHU�VHSDUDWLRQ��6ORYDNLD�DJDLQ�LQWURGXFHG�DQ�LPSRUW

VXUFKDUJH�RQ�FRQVXPHU�JRRGV�LQ�-XO\������

7KH�DYHUDJH�OHYHO�RI�FXVWRPV�GXWLHV�LQ�+XQJDU\�XQWLO�WKH�HQG�RI������ZDV��������$�WDULII

UHIRUP�ZDV�LQWURGXFHG�RQ�-DQXDU\��VW��������DQG�UDWHV�ZHUH�UHGXFHG�IRU�����SURGXFW�FDWHJRULHV�

7KH�ORZ�FXVWRP�GXWLHV�KDYH�EHHQ�PDLQWDLQHG�DQG�+XQJDU\�UHDFWHG�WR�GHWHULRUDWLRQ�RI�LWV�WUDGH

EDODQFH�E\�DQ�LPSRUW�VXUFKDUJH�RI������7KH�DYHUDJH�WDULII�UDWH�LQ�3RODQG�ZDV��������WKH�DYHUDJH

IRU�FRQVXPHU�JRRGV�ZDV��������$IWHU�D�VLJQLILFDQW�GHWHULRUDWLRQ�RI�LWV�WUDGH�EDODQFH�LQ�WKH�ILUVW

KDOI�RI�������3RODQG�LQFUHDVHG�LWV�FXVWRP�GXWLHV��WKH�DYHUDJH�WDULII�URVH�WR�������LQ��������7KLV

PHDQW�D�VKLIW�IURP�XQLODWHUDO�WUDGH�OLEHUDOL]DWLRQ�WR�ELODWHUDO�QHJRWLDWLRQV�IRU�IXWXUH�PXWXDO�WDULII

DQG�17%�UHGXFWLRQV��

,QGLYLGXDO�FRXQWULHV�LQFUHDVHG�VHOHFWLYHO\�LPSRUW�GXWLHV�RQ�VSHFLILF�SURGXFWV�LQ�QHJRWLDWLRQ

ZLWK� SURVSHFWLYH� IRUHLJQ� LQYHVWRUV� �)RU� H[DPSOH�� 3RODQG� LQ� WKH� GHDO� ZLWK� )LDW� DQG

&]HFKRVORYDNLD�ZLWK�9RONVZDJHQ��ERWK�LQFUHDVHG�SURWHFWLRQ�RI�WKH�FDU�LQGXVWU\��

8QGHU�WKH�(XURSHDQ�$VVRFLDWLRQ�$JUHHPHQWV��($$��DOO�&((&�ZLOO�HOLPLQDWH�WKHLU�WDULIIV

RQ�LQGXVWULDO�JRRGV�VR�DV�WR�LQWURGXFH�IUHH�WUDGH�IRU�LQGXVWULDO�JRRGV�ZLWKLQ�WHQ�\HDUV�

(IIHFWV�RI�WKH�(XURSHDQ�$VVRFLDWLRQ�$JUHHPHQWV�RQ�WKH�&((&
V�IRUHLJQ�WUDGH

7KH�SURFHVV�RI�OLEHUDOL]DWLRQ�E\�WKH�(&�YLV�D�YLV�LPSRUWV�IURP�&((&�LV�YLHZHG�E\�VRPH

DXWKRUV��:LQWHUV���������5ROOR�DQG�6PLWK����������DV�EHLQJ�GHVLJQHG�PRUH�WR�PLQLPL]H�WKH

DGMXVWPHQW� LQ� WKH�(&� WKDQ� WR� KHOS� WKH�&((&��$XWKRUV� WKDW� ORRN� LQWR� WKH� LQFLGHQFH� RI�(&

SURWHFWLRQ�RQ�&((&�H[SRUWV�WR�WKH�(&�DJUHH�WKDW�WKH�PRVW�FRPSHWLWLYH�H[SRUW�VHFWRUV�DUH�KDUGHVW

KLW�� /DQGHVPDQQ� �����D�� DQG� *DF]� ������� VKRZ� WKDW� H[SRUWV� WR� (&� DQG� LQGLFDWRUV� RI

FRPSDUDWLYH�DGYDQWDJH�RI�WKH�&6)5�DQG�+XQJDU\�YLV�D�YLV��WKH�(&�DUH�SRVLWLYHO\�FRUUHODWHG�ZLWK



� %UDGD�DOVR�VXJJHVWV�WKDW�LW�LV�QRW�LQ�WKH�LQWHUHVW�RI�WKH�&((&�WR�UHFHLYH�SUHIHUHQWLDO�DFFHVV�IRU�IRRG��VWHHO
DQG�WH[WLOHV��ZKLFK�DUH�K\SHUWURSKLHG�DQG�LQHIILFLHQW�LQ�&6)5��+XQJDU\�DQG�3RODQG��7KXV�LW�LV�LQ�WKH�&((&
V
LQWHUHVW�WR�GRZQVL]H�WKHVH�VHFWRUV�DQG�QRW�NHHS�WKHP�RYHUVL]HG�E\�SUHIHUHQWLDO�DFFHVV�WR�WKH�(&�PDUNHW��:KLOH
WKHUH�LV�QR�GRXEW�WKDW�WKH�VL]H�RI�VRPH�RI�WKHVH�LQGXVWULHV�LV�WRR�ODUJH��DOO�QRW�DUH�QHFHVVDULO\�LQHIILFLHQW��

��

WKH�DJJUHJDWH�LQGH[�RI�SURWHFWLRQ�LQ������������/DQGHVPDQQ�DOVR�UHSRUWV�WKDW�WKH�&6)5�H[SRUWV

ZHUH�PRYLQJ�DZD\�IURP�WKH�PRVW�SURWHFWHG�SURGXFW�FDWHJRULHV�IURP������WR������

,W� LV� \HW� WRR� HDUO\� WR� REVHUYH� DQG� DVVHVV� TXDQWLWDWLYHO\� WKH� HIIHFWV� RI� WKH�($$�RQ� WKH

HYROXWLRQ�RI�WKH�YROXPH�DQG��PRUH�LPSRUWDQW��RQ�WKH�VWUXFWXUH�RI�&((&
V�H[SRUWV�WR�WKH�(&�

5ROOR�DQG�6PLWK��������SURMHFWHG�D������LQFUHDVH�LQ��&((&
V��VHQVLWLYH�H[SRUWV��WR�WKH�(&��DQG

PRGHOOHG�WKHLU�SUREDEOH�ZHOIDUH�LPSDFW�LQ�D�SDUWLDO�HTXLOLEULXP�IUDPHZRUN�ZLWK�SHUIHFW�DQG

LPSHUIHFW� FRPSHWLWLRQ�� 2YHUDOO�� WKH� QHW� ZHOIDUH� HIIHFWV� RQ� WKH� (&� RI� WDULII� UHGXFWLRQ� LQ

�VHQVLWLYH�� LQGXVWULDO� SURGXFWV� �WKH� DQDO\VLV� RI� WKH� HIIHFW� RI� OLEHUDOL]DWLRQ� RI� DJULFXOWXUH� LV

SUHVHQWHG�LQ�WKH�QH[W�VHFWLRQ��DUH�SRVLWLYH�EXW�YHU\�VPDOO���7KH�LQFUHDVHG�FRQVXPHU�VXUSOXV�LV

DOPRVW�FRPSOHWHO\�FRPSHQVDWHG�E\�WKH�ORVV�RI�SURGXFHU�VXUSOXV��,Q�WKH�FDVH�RI�QRQ�WDULII�EDUULHUV

LW� LV� DVV��XPHG� WKDW� WKH�&((&�SURGXFHUV� FDSWXUH� WKH� UHQWV�� VR� WKDW� OLEHUDOL]DWLRQ�RI�17%V

EHQHILWV�WKHP�OLWWOH��(YHQ�WKRXJK�WKH�PRGHO�UHSUHVHQWV�DQ�XQUHDOLVWLFDOO\�SHVVLPLVWLF�VFHQDULR�IRU

WKH�(&��DVVXPLQJ�WKDW�WKH�FRPPXQLW\
V�H[SRUWV�WR�&((&�ZLOO�QRW�FKDQJH��QRU�GRHV�LW�WDNH�LQWR

DFFRXQW�JDLQV�UHODWHG�WR�FDSLWDO�LQYHVWPHQW��WKH�QHW�HIIHFW�RI�WKH�RSHQLQJ�RI�WKH�(&�LV�YHU\�VPDOO

DQG�GRHV�QRW�KHOS�WR�H[SODLQ�ZK\�WKH��VHQVLWLYH��VHFWRUV�DUH�WUHDWHG�DV�VXFK��2QH�VKRXOG�DGG�WKDW

WKH�DQDO\VLV�KDV�QRW�WDNHQ�LQWR�DFFRXQW�WKH�UHDOLVWLF�SRVVLELOLW\�WKDW�WKH�WUDGH�EHWZHHQ�WKH�(&�DQG

�DW� OHDVW�� WKH� IRXU� ZHVWHUQ� &&(� ZLOO� LQFUHDVLQJO\� HYROYH� LQ� WKH� WZR�ZD\� �LQWUD�LQGXVWU\�

GLUHFWLRQ��7KLV�VKRXOG�PDNH�WKH�DGMXVWPHQW�HYHQ�HDVLHU��

/RRNLQJ�DW�WKH�(&
V�SROLF\�UHVSRQVH�IURP�D�GLIIHUHQW��SUREDEO\�PRUH�UHDOLVWLF�DQJOH��%UDGD

������� ILQGV� WKH� SURWHFWLRQLVW� DWWLWXGH� RI� WKH� (&� TXLWH� QDWXUDO� LQ� OLJKW� RI� WKH� $VVRFLDWLRQ

$JUHHPHQWV��6LQFH�WKH�&((&�ZDQW�WR�EHFRPH��DV�VRRQ�DV�SRVVLEOH��PHPEHUV�RI�WKH�(8��WKH

REMHFWLYH�RI�WKH�$JUHHPHQWV������PXVW�EH�YLHZHG�ZLWKLQ�WKH�SROLWLFDO�HFRQRP\�RI�SURWHFWLRQ�DQG

VXEVL]LQJ�WKDW�H[LVWV�ZLWKLQ�WKH�(&�DJDLQVW�RXWVLGHUV��7KLV�SDWWHUQ�RI�SURWHFWLRQ�DQG�VXEVLGL]LQJ

ZLWKLQ�WKH�(&�KDV�OHG�WR�LWV�RZQ�SDUWLFXODU�SDWWHUQ�RI�SURGXFWLRQ�DQG�VSHFLDO�LQWHUHVW�OREE\LQJ

WR�ZKLFK�WKH�HFRQRPLHV�RI�WKH�SRWHQWLDO�QHZ�PHPEHUV�PXVW�EH�EHQW�MXVW�DV�VXUHO\�DV�WKHLU�ODZV

PXVW�EH�KDUPRQL]HG�ZLWK�WKRVH�RI�WKH�&RPPXQLW\���1RZ�%UDGD�LQFOXGHV�LQ�WKLV�JURXS�RQO\�WKH

&&(��&]HFK�DQG�6ORYDN�5HSXEOLFV��3RODQG��+XQJDU\��DQG�FRQFHGHV�WKDW�IRU�WKH�RWKHU�FRXQWULHV

VRPH�SUHIHUHQWLDO�DFFHVV�PD\�EH�MXVWLILHG��



� 5HSRUWHG�E\�+DGRYD���������9]WDK\�PH]L�(YURSVNRX�XQLL�D�]HPHPL�VWUHGQL�D�Y\FKRGQL�(YURS\�Y�REODVWL
]HPHGHOVWYL�D�SRWUDYLQDUVNH�Y\URE\��]SUDYD�H[SHUWX��+1��-�+DGRYD�����VUSQD��������S�����

��

+H�DOVR�GLVPLVVHV�WKH�VXJJHVWLRQ�E\�%DOGZLQ��������WKDW�WKH�&((&�VKRXOG�ILUVW�MRLQ�WKH

()7$��:K\� VKRXOG� WKH\�ZDVWH� WLPH� DQG� HQHUJ\� WR� MRLQ� WKH�()7$�ZKHQ� LWV�PHPEHUV� DUH

DEDQGRQLQJ�LW"�$V�UHJDUGV�WKH�VXJJHVWLRQ�RI�UHYLYLQJ�WKH�LQWUD�UHJLRQDO�WUDGH�ZLWK�WKH�IRUPHU

&0($�SDUWQHUV��LW�VKRXOG�EH�H[SDQGHG�RQO\�DV�PXFK�DV�LW�PD\�EH�MXVWLILHG�RQ�HFRQRPLF�JURXQGV�

$JULFXOWXUH�DQG�IRRG�SURGXFWV�

7KH�VKDUH�RI�DJULFXOWXUH�LQ�&((&
V�RXWSXW�DQG�HPSOR\PHQW�LV�PRUH�WKDQ�WZLFH�DV�KLJK�DV

LQ�WKH�(&��,Q�D�IUHH�WUDGH�HQYLURQPHQW�WKH�UHIRUPHG�&((&�DJULFXOWXUH�RXWSXW�ZRXOG�EH�OLNHO\

WR�ULVH�DQG�SXW�DGGLWLRQDO�SUHVVXUH�RQ�ZRUOG�SULFHV�DQG�HYHQ�KHOS�WR�VSHHG�XS�HOLPLQDWLRQ�RI

&$3��+RZHYHU��DV�+DPLOWRQ�DQG�:LQWHUV��������KDYH�QRWLFHG�IRU�DJULFXOWXUH�ERWK�LQ�&((&�DQG

WKH�(&��WKH�FKDQJH�RI�WUDGH�UHJLPHV�LV�PRUH�LPSRUWDQW�WKDQ�SURGXFWLYLW\�FDWFKXS�RU�LQFRPH

JURZWK��7KH�DJULFXOWXUH�DQG�UHODWHG�IRRG�SURGXFW�LQGXVWULHV�FRQWLQXH�WR�EH�WKH�PRVW�SURWHFWHG

VHFWRU�RI�WKH�(&�

$IWHU�OLEHUDOL]DWLRQ�GLVPDQWOHG�WKHLU�GLVWRUWHG�DQG�LQHIILFLHQW�VWDWH�DQG�FRRSHUDWLYH�IDUP

V\VWHP�DQG�WKHLU�H[SRUW�PDUNHWV�LQ�WKH�IRUPHU�&0($�YDQLVKHG��IDUPHUV�DQG�IRRG�SURGXFHUV�LQ

&((&�GLVFRYHUHG�WKDW�WKH\�ZHUH�ORVLQJ�WKHLU�LQWHUQDO�PDUNHW�WR�VXEVLGL]HG�LPSRUWV�IURP�WKH�(&�

$W�WKH�VDPH�WLPH�H[SRUWV�RI�DJULFXOWXUH�JRRGV�WR�WKH�(&�FRQWLQXH�WR�EH�VXEMHFW�WR�DQ�HODERUDWH

V\VWHP�RI�45V�RQO\�PRGHVWO\�KHOSHG�E\�WKH�($$�

7KH�SURWHFWLYH�HIIHFW�RI�WKH�(&�&$3�RQ�WUDGH�LV�UHIOHFWHG�LQ�WKH�IDFW�WKDW�ZKLOH�&((&
V

H[SRUWV�RI�DJULFXOWXUH�DQG�IRRG�SURGXFWV�ZHUH�LQ������RQO\�PDUJLQDOO\�KLJKHU�WKDQ�LQ������

&((&
V��LPSRUWV�IURP�WKH�(&�LQFUHDVHG�WKUHH�WLPHV��7DEOH������

$V�WKH�UHVXOWV�RI�*$77�VKRZ��IUHH�WUDGH�LQ�DJULFXOWXUH�DQG�IRRG�SURGXFWV�LV�QRW�JRLQJ�WR

KDSSHQ�TXLFNO\��,Q�FRQWUDVW�WR�WKH�WHQ�\HDU�WDUJHW�RI�IUHH�WUDGH�LQ�LQGXVWULDO�SURGXFWV��IUHH�WUDGH

LQ�DJULFXOWXUH�DQG�IRRG�SURGXFWV�EHWZHHQ�WKH�&(�DQG�&((&�LV�QRW�LQ�YLHZ��QRU�DUH�WKH�(&
V

LQWHQWLRQV�YLV�D�YLV�&((&��

6R�IDU��WKH�WUDQVIRUPDWLRQ�RI�DJULFXOWXUH�LQ�&((&�KDV�QRW�UHVXOWHG�LQ�D�VXUJH�RI�SURGXFWLRQ

EXW�LQ�D�FULVLV��$FFRUGLQJ�WR�DQ�H[SHUW�UHSRUW�WR�WKH�(8�E\�1DOOHW�DQG�9DQ�6WDONH���SUREOHPV�RI

SULYDWL]DWLRQ�� GLVUXSWHG� LQSXW� VXSSOLHV�� DQG� GHFUHDVLQJ�PHFKDQLVDWLRQ� FDXVHG� E\� WKH� FUHGLW

FUXQFK��DUH�FRPSRXQGHG�E\�WKH�ORVV�RI�&0($�PDUNHW�DQG�WKH�LQFUHDVH�RI�VXEVLGL]HG�LPSRUWV



� $FFRUGLQJ�WR�D�VHFRQG�KDQG�DFFRXQW�RI�WKH�UHSRUW��WKH�UHFRPPHQGDWLRQ�LV�WR�FUHDWH�D�V\VWHP�WKDW�ORRNV
OLNH�D�FRPELQDWLRQ�RI�WDULII�ILQDQFHG�VXEVLGLHV�IRU�WKH�(&�DJULFXOWXUH�H[SRUWV�WR�WKH�&((&��7KH�REMHFWLYH�RI
WKH�SURSRVHG�V\VWHP�LV�WR�LQWURGXFH�D�SULFH�VWDELOLVDWLRQ�V\VWHP�WKDW�ZRXOG�NHHS�SULFHV�LQ�&((&�DERYH�WKH
�KDUG�FRUH��SURGXFWLRQ�FRVWV��7KH�GLIIHUHQFH�FRXOG�EH�ILQDQFHG��RU�FR�ILQDQFHG��IURP�D�VSHFLDO�(&�VXSSRUW
IXQG��6LQFH�WKH�SURGXFWLRQ�FRVWV�RI�&((&�DUH�ORZHU�WKDQ�WKH�ZRUOG�SULFHV��WKH�DXWKRUV�UHFRPPHQG�WKDW�WKH
(&�H[SRUW�VXEVLGLHV�IRU�DJULFXOWXUH�H[SRUWV�WR�&((&�EH�FRUUHVSRQGLQJO\�ORZHU�WKDQ�VXEVLGLHV�WR�H[SRUWV�WR
WKH�UHVW�RI�WKH�ZRUOG��7KH�UHYHQXH�IURP�WKH�WDULIIV�DQG�WKH��VDYLQJV��IURP�H[SRUW�VXEVLGLHV�WR�&((&�UHODWLYH
WR�VXEVLGLHV�WR�H[SRUWV�WR�WKH�UHVW�RI�WKH�ZRUOG�ZRXOG�FRQVWLWXWH�D�IXQG�IRU�WKH�VXSSRUW�RI�&((&�DJULFXOWXUH�

�� $FFRUGLQJ� WR�:LQWHUV� ������� WKH� �UHVWDXUDQW� ELOO�� WKHRU\�� DIIOLFWV� WKH� DQQXDO� SULFH� IL[LQJ� E\� WKH
$JULFXOWXUDO�&RXQFLO��7KH�FRVW�RI�KLJK�SULFHV�DUH�ERUQH�E\�FRQVXPHUV�DQG�E\�WKH�(&�EXGJHW��7KH�EHQHILWV�DUH
PRUH�RU�OHVV�SURSRUWLRQDO�WR�SURGXFWLRQ��%HFDXVH�WKH�PDUJLQDO�(&8�RI�WKH�(&�EXGJHW�LV�OHYLHG�SURSRUWLRQDWHO\
WR�*'3��HDFK�QDWLRQDO�JRYHUQPHQW�KDV�LQFHQWLYH�WR�VHHN�D�SULFH�ULVH�LQ�DQ\�FRPPRGLW\�IRU�ZKLFK�LWV�VKDUH�RI
(&�SURGXFWLRQ�H[FHHGV�LWV�VKDUH�RI�*'3��7KH�IDFW�WKDW�&((&�DUH�QRW�\HW�(&�PHPEHUV�DQG�GR�QRW�FRQWULEXWH
WR�WKH�EXGJHW��PDNHV�SULFH�LQFUHDVHV�RQO\�PRUH�DWWUDFWLYH�DV�D�PHDVXUH�LQ�DQWLFLSDWLRQ�RI�IXOO�PHPEHUVKLS�

��

IURP�WKH�(&�DQG�OHG�WR�D�VLWXDWLRQ��ZKHUH�LQ�VRPH�&((&�WKH�DJULFXOWXUH�FRVWV�H[FHHG�SULFHV

OHDGLQJ�WR�WKH�FXUWDLOPHQW�RI�SURGXFWLRQ��7KH�UHSRUW�UHFRPPHQGHG�D�VHULHV�RI�LQWHUYHQWLRQLVW

PHDVXUHV� DLPHG� DW� SUHYHQWLQJ� WKH� GHHSHQLQJ� RI� WKH� FULVLV� E\� D� V\VWHP� RI� VXSSRUW� SULFHV

LQWHJUDWLQJ�&((&�H[SRUWV�ZLWK�WKRVH�RI�WKH�(8�ZLWKRXW�GLVWXUELQJ�WKH�SURWHFWLRQ�RI�WKH�(8

PDUNHW��

&((&�KDYH�PHDQZKLOH�LQWURGXFHG�VXEVLGL]HG�FUHGLW�IRU�IDUPHUV��DQG�LQFUHDVHG�DJULFXOWXUDO

WDULIIV��+XQJDU\�KDV�HYHQ� LQWURGXFHG� LPSRUW� OLFHQVHV��DQG� WKH�RWKHU�FRXQWULHV� �&5��65�DQG

3RODQG��KDYH�LQVWLWXWHG�LPSRUW�OHYLHV�NHHSLQJ�GRPHVWLF�SULFHV�VWDEOH�ZKHQ�LPSRUW�SULFHV�FKDQJH�

)DU�IURP�EHLQJ�DQRWKHU�QDLO�LQ�WKH�&$3
V�FRIILQ���DV�+DPLOWRQ�DQG�:LQWHUV��������DQWLFLSDWHG�

WKH�WUDGH�DUUDQJHPHQW�EHWZHHQ�WKH�(&�DQG�&((&�KDV�KHOSHG�WKH�IRUPHU�SDUWQHU�WR�VXEVWDQWLDOO\

LQFUHDVH� LWV� H[SRUWV� WR� WKH� ODWWHU�� 2Q� WKH� RWKHU� KDQG�� LW� LQGXFHG� &((&� WR� HPEDUN� RQ� WKH

LQWURGXFWLRQ�RI�PLQL�&$3V��LQFOXGLQJ�H[SRUW�VXEVLGLHV�IRU�VHOHFWHG�SURGXFWV���,W�FDQ�EH�H[SHFWHG

WKDW�&((&�ZLOO�HPXODWH� WKH�EHKDYLRXU��RI�WKHLU�IXWXUH�SDUWQHUV�DQG��LQ�FRQIRUPLW\�ZLWK�WKH

�UHVWDXUDQW�ELOO����WKHRU\����HDFK�FRXQWU\�ZLOO�VHHN�SULFH�LQFUHDVHV�IRU�JRRGV�IRU�ZKLFK�WKHLU�VKDUH

RI�(&�SURGXFWLRQ�H[FHHGV�WKHLU�VKDUH�RI�*13��7KXV��WKH�&HQWUDO�(XURSHDQV��HQFRXUDJHG�E\�WKH

(&��DUH�IROORZLQJ�WKH�GLVWRUWHG�SDWK�RI�WKH�&$3�



��
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,QGH[�RI�WUDGH�ZLWK�DJULFXOWXUH�DQG�IRRG�SURGXFWV�

EHWZHHQ�WKH�(&�DQG�&((&�����������

�<HDU &((&�H[SRUWV�WR

(8

(8�([SRUWV�WR

&((&

���� ��� ���

���� ��� ���

���� ��� ���

���� ��� ���

���� ��� ���

���� ��� ���
6RXUFH� +RVSRGDUVNH�QRYLQ\��$XJXVW����������DFFRXQW�VXPPDU\�RI�1DOOHW�DQG

�YDQ�6WDONH
V�UHSRUW�WR�WKH�(8�

1RWH� �����-DQXDU\�1RYHPEHU



�� 6LQFH�WKH�PRELOLW\�RI�VHUYLFHV�DOVR�XVXDOO\�LQYROYHV�IRUHLJQ�LQYHVWPHQW�DQG�PRYHPHQW�RI�SHUVRQV��LW�LV
PHQWLRQHG�LQ�WKLV�VHFWLRQ�RI�WKH�SDSHU�UDWKHU�WKDQ�LQ�WKH�VHFWLRQ�RQ�WUDGH�RI�JRRGV��

�� 7KH�GDWD�RQ�'),�IORZV�IRU�WKH�ZKROH�UHJLRQ�DUH�IDU�IURP�UHOLDEOH��DQG�PL[LQJ�WKHP�VHYHUDO�VRXUFHV�DV
,�KDYH�GRQH�E\�QHFHVVLW\��JLYHV�DQ�DSSUR[LPDWLYH�RUGHU�RI�PDJQLWXGH�RQO\�

��

�� /LEHUDOL]DWLRQ�RI�IDFWRU�PDUNHWV�DQG�WKHLU�LPSDFW�RQ�FDSLWDO�DQG�ODERXU�PRELOLW\

0HPEHUVKLS�LQ�WKH�(8�ZRXOG�LPSO\�LQWHJUDWLRQ�RI�IDFWRU�PDUNHWV��L�H��SHUIHFW�PRELOLW\�DQG

QDWLRQDO�WUHDWPHQW�RI�IRUHLJQ�LQYHVWPHQW�DQG�PRELOLW\�RI�ODERXU�DQG�VHUYLFHV����7KHUH�LV�QR�GRXEW

WKDW�UHODWLYH�WR�WKH�(8�FRXQWULHV��&((&�DUH�LQ�QHHG�RI�FDSLWDO�DQG�KDYH�DQ�DEXQGDQFH�RI�ODERXU�

$OWKRXJK� WKH\� DOO� EDGO\� QHHG� FDSLWDO�� WKH\� QHHG� HYHQ� PRUH� WKH� FRPELQDWLRQ� RI� FDSLWDO�

WHFKQRORJ\�DQG�PDQDJHPHQW�VNLOOV� WKDW�DUH�EURXJKW�E\� �GLUHFW� LQYHVWPHQW��7KHLU�VXFFHVV� LQ

DWWUDFWLQJ�IRUHLJQ�GLUHFW�LQYHVWPHQW�KDV�YDULHG�IURP�FRXQWU\�WR�FRXQWU\�DQG�LV�FKDQJLQJ�RYHU

WLPH��EXW�LQ�JHQHUDO��WKH�QXPEHU�RI�SURMHFWV�KDV�VR�IDU�EHHQ�PRUH�LPSUHVVLYH�WKDQ�WKH�DFWXDO�IORZ

RI�)',�

$IWHU�LQFUHDVLQJ�UDSLGO\�LQ������DQG�������WKH�)',�IORZ�WR�&HQWUDO�DQG�(DVWHUQ�(XURSH

DSSHDUV�WR�KDYH�DPRXQWHG�WR������ELOOLRQ��LQ�������VOLJKWO\�OHVV�WKDQ�LQ����������7KH�LQIORZ�WR�WKH

ZKROH�UHJLRQ�������ELOOLRQ�LQFOXGLQJ�IRUPHU�8665�DQG�RWKHU�(DVW�(XURSHDQ�FRXQWULHV��UHSUHVHQWV

OHVV�WKDQ�RQH�KDOI�RI�RQH�SHUFHQW�RI�WRWDO�ZRUOG�)',�LQ�WKH�VDPH�SHULRG��OHVV�WKDQ�RQH�SHUFHQW�RI

:HVWHUQ�(XURSH
V�VKDUH�DQG�OHVV�WKDQ�RQH�ILIWK�RI�)',�LQ�$IULFD��81&'$7���������,Q�SHU�FDSLWD

WHUPV��WKH�)',�LV�DOVR�PXFK�OHVV�WKDQ�RQH�ZRXOG�H[SHFW��7KH�DQQXDO�DYHUDJH�����������QHW

LQIORZ�SHU�SHUVRQ�UDQJHV�IURP������LQ�+XQJDU\�WR����LQ�%XOJDULD��7KH�(FRQRPLVW��-XQH����

�������&RPSDUHG�ZLWK�WKH�ULVN�UDWLQJ�WKH�&((&�VKRZ��WKH�ORZ�)',�LQIORZ�FDQ�QRW�EH�EODPHG

RQ�WKH�HYDOXDWLRQ�RI�KLJK�ULVN��&]HFK�5HSXEOLFV�ULVN�UDWLQJ�LV�EHWWHU�WKDQ�&KLOH
V�RU�7KDLODQG
V�

DQG�+XQJDU\
V�LV�DERXW�WKH�VDPH�DV�0H[LFR
V�DQG�PXFK�EHWWHU�WKDQ�WKDW�RI�$UJHQWLQD��%UD]LO�RU

7XUNH\��FRXQWULHV�WKDW�KDYH�H[SHULHQFHG�VWURQJ�)',�LQIORZV��5DWKHU�LW�VXJJHVWV�WKDW�LW�WDNHV�VRPH

WLPH� EHIRUH� IRUHLJQ� ILUPV� VWDUW� WR� RULHQW� WKHPVHOYHV� WR� D� � QHZ� HQYLURQHPHQW�� ZKHUH� WKH

LQYHVWPHQW�FOLPDWH�LV�VWLOO�UDWKHU�XQIDPLOLDU�IRU�IRUHLJQ�LQYHVWRUV��VHH�7DEOH�����IRU�GHWDLOV���

$IWHU�UHYLHZLQJ�WKH�VLWXDWLRQ�LQ�&((&��.�'�6FKPLGW��������FRQFOXGHG�WKDW�WKLV�VLWXDWLRQ

LV�FRQVLVWHQW�ZLWK�ZKDW�RQH�ZRXOG�H[SHFW�IURP�WKH�WKHRU\�RI�)',�DQG�FRQYHQWLRQDO�ZLVGRP��7KH

VLWXDWLRQ� LQ�&((&� LV� VWLOO� QRW�YHU\� IDYRUDEOH� WR� IRUHLJQ� LQYHVWPHQW�� IRU� D� VHULHV�RI� UHDVRQV

LQFOXGLQJ�



��

� /HJLVODWLRQ�ZLWK�UHVSHFW�WR�)',�LV�VWLOO�LPSHUIHFW

� /LPLWDWLRQV�RQ�DFTXLVLWLRQ�RI�UHDO�HVWDWH�E\�IRUHLJQ�LQYHVWRUV

� 5HG�WDSH��VHFWRUDO�UHVWULFWLRQV�DQG�JRYHUQPHQW�LQYROYHPHQW�DQG�FRQWURO�FRPSOLFDWH�KDV

FRPSOLFDWHG�DQG�GLVFRXUDJHG�LQYHVWPHQW�DQG�EXVLQHVV

� &RPSOLFDWHG�WD[�ODZV

� 3ULYDWL]DWLRQ� LQ� SUDFWLFH� LV� VWLOO� YHU\� RSDTXH� DQG� VXEMHFW� WR� KHDY\� JRYHUQPHQW

LQWHUYHQWLRQ

� 9DOXH�RI�GRPHVWLF�DVVHWV�DQG�FDSDELOLWLHV�LV�RIWHQ��HYDOXDWHG�XQUHDOLVWLFDOO\�KLJK�

,�ZRXOG�DGG�WR�WKLV�OLVW�DQ�DWWLWXGH�SUREOHP��IRUHLJQ�LQYHVWPHQW�LV�VWLOO�YHU\�PXFK�FRQVLGHUHG�DV

D�VHOO�RXW�RI�WKH�FRXQWU\
V��IDPLO\�VLOYHU���6HYHUDO�ZHOO�SXEOLFL]HG�LQLWLDO�IDLOXUHV��HJ��WKH�$LU

)UDQFH���&]HFKRVORYDN�DLUOLQHV�SDUWQHUVKLS��UHLQIRUFH�WKLV�GHHSO\�VHDWHG�PLVWUXVW��$�SUREOHP�LV

DOVR�WKH�EXVLQHVV�HWKLF�LQ�&((&��RU�UDWKHU�WKH�ODFN�RI�LW�

2QH�RI�WKH�WHQHWV�RI�WKH�)',�WKHRU\�KDV�DOZD\V�EHHQ�WKDW�WKH�SDUHQW�FRPSDQ\�LQVLVWV�RQ

PDMRULW\�FRQWURO�VR�DV�WR�EH�DEOH�WR�IXOO\�UHDOL]H�DGYDQWDJHV�RI�RZQHUVKLS��DQG�WR�PDQDJH�WKH

VXEVLGLDU\�PRUH�HIILFLHQWO\��0RVW�)',�LQYHVWPHQW�SURMHFWV�LQ�WKH�&5�DQG�65��DUHDV�ZLWK�ZKLFK

,�DP�PRUH�IDPLOLDU��GR�QRW�LQYROYH�PDMRULW\�FRQWURO��7KH�SULYDWL]DWLRQ�RI�ODUJH�DQG�RU��VWUDWHJLF�

HQWHUSULVHV�W\SLFDOO\�UHVHUYHG�RQO\�D�PLQRULW\�VKDUH�IRU�IRUHLJQ�LQYHVWRUV��7KH�HQVXLQJ�GLIILFXOWLHV

IRU�WKH�QHZ��PL[HG�PDQDJHPHQW�WHDP�LV��RQH�RI�WKH�UHDVRQV�IRU�WKH�SRRU�SHUIRUPDQFH�RI�VRPH

RI� WKHVH� SURMHFWV�� 7KH� VLWXDWLRQ� LV� W\SLFDOO\� RQH� RI� DVV\PHWULF� LQIRUPDWLRQ� DQG� LW� LQFUHDVHV

XQFHUWDLQW\�IRU�WKH�IRUHLJQ�LQYHVWRU��7KLV�PD\�KHOS�WR�H[SODLQ�ZK\�LQYHVWRUV�KDYH�VR�IDU�EHHQ

UHOXFWDQW�WR�FRPPLW�PRUH�UHVRXUFHV�WR�&((&��

,Q�RUGHU�WR�DWWUDFW�)',��&((&�UHO\�PRUH�RQ�DG�KRF�FRQFHVVLRQ�LQ�WUDGH�SROLFLHV�WKDQ�RQ�ILVFDO

FRQFHVVLRQV��7KH\�ZHUH�UHDG\��DW�OHDVW�LQ�WKH�ILUVW�\HDUV�DIWHU�WKH�VWDUW�RI�UHIRUPV��WR�FRPSO\�ZLWK

WKHLU�IRUHLJQ�VXLWRUV
�GHPDQGV�DQG�DFFRUGHG�WKHP�LQFUHDVHG�WDULII�SURWHFWLRQ�LQ�WKH�ORFDO�PDUNHW

7KXV�)LDW�QHJRWLDWHG�VSHFLDO�WDULII�SURWHFWLRQ�IRU�LWV�FDUV�SURGXFHG�LQ�3RODQG�DQG�D�VLPLODU�GHDO

ZDV�QHJRWLDWHG��DOVR�E\�9RONVZDJHQ�ZLWK�WKH�&]HFKRVORYDN�JRYHUQPHQW��6LPLODU�GHDO�EHWZHHQ

)RUG



��

DQG� WKH�+XQJDULDQ�*RYHUQPHQW�� OHG� WR� ILHUFH� RSRVLWLRQ� IURP� WKH�(8� FDU� EXLOGHUV� DQG� WKH

FRQVFHVVLRQ�ZDV�HYHQWXDOO\�UHPRYHG���(%5'��7UDQVLWLRQ�UHSRUW��FK�����������

0RVW�RI�WKH�IRUHLJQ�GLUHFW�LQYHVWPHQW�FDPH�WR�&((&�IURP�WKH�(8�FRXQWULHV��7KH�VWDWLVWLFV

DUH�PRUH�GLIILFXOW�WR�FRPH�E\�DQG�FRYHU�RQO\�WKH�����������SHULRG��7KH�VHFWRUDO�GLVWULEXWLRQ�RI

)',�LV�QRW�YHU\�GLIIHUHQW�IURP�WKH�W\SSLFDO�SDWWHUQ�IRXQG�LQ�RWKHU�FRXQWULHV�DW�D�FRPSDUDEOH�OHYHO

RI�GHYHORSPHQW��0RUH�WKDQ�KDOI�LV�LQ�PDQXIDFWXULQJ��DERXW�D�TXDUWHU�LQ�VHUYLFHV��FRQVWUXFWLRQ�

EDQNLQJ�DQG�LQVXUDQFH��DQG�DERXW�RQH�ILIWK�LQ�WKH�UHVW�RI�WKH�HFRQRP\��0RUH�LPSRUWDQW�WKDQ�)',

DUH�SRUWIROLR�LQYHVWPHQWV��DWWUDFWHG�WR�WKH�PRUH�GHYHORSHG�&((&�E\�D�ODUJH�FKRLFH�RI�VKDUHV�DQG

ERQGV�LVVXHG�E\�UHFHQWO\�SULYDWL]HG�FRPSDQLHV�RQ�WKH�ORFDO�VWRFN�H[FKDQJHV�

)RUHLJQ�ERUURZLQJ�LV�DOVR�DQ�LPSRUWDQW�VRXUFH�RI�IRUHLJQ�FDSLWDO�LQ�WKH�FHQWUDO�(XURSHDQ

FRXQWULHV��ZKHUH�UHVWULFWLYH�PRQHWDU\�SROLFLHV�DQG�WLJKW�FUHGLW�NHHS�LQWHUHVW�UDWHV�PXFK�KLJKHU

WKDQ�RQ�WKH�LQWHUQDWLRQDO�PDUNHW��2ZLQJ�WR�WKHLU�JRRG�FUHGLW�UDWLQJ��VHYHUDO�ODUJH�&((&�EDQNV

ERUURZHG�H[WHQVLYHO\�DEURDG�DQG�VR�GLG�ODUJH�FRUSRUDWLRQV�DQG�FLWLHV��7KH�&HQWUDO�(XURSHDQ

FRXQWULHV�DUH�WKXV�EHLQJ�LQFUHDVLQJO\�LQWHJUDWHG�LQ�WKH�LQWHUQDWLRQDO�FDSLWDO�PDUNHW�DQG�PRVW

FDSLWDO�FRPHV�IURP�WKH�(8�FRXQWULHV��



���$LJLQJHU��������UHSRUWV� WKDW� LQ�D�VXUYH\�RI�$XVWULDQ�EXVLQHVVPHQ�����VHOHFWHG� � ORZ�ZDJHV�DV� WKH�PDLQ
DGYDQWDJH�RI�SURGXFLQJ�LQ�WKH�&((&��3UHVHQFH�RQ�WKH�FRQVXPHU�PDUNHW�ZDV�VHFRQG��������ORZ�HQHUJ\�FRVWV�WKLUG
������DQG�ORZ�HQYLURQPHQW�VWDQGDUGV�IRXUWK�������

��

7$%/(����

�)RUHLJQ�'LUHFW�,QYHVWPHQW�LQ�&((&�

E\�+RVW�&RXQWU\�������������LQ�PLOOLRQ����

���� ���� ���� �������

�%XOJDULD ����� ������ ������

&]HFK�UHS� ���� ����� ������ ������

�6ORYDNLD ��� ����� ������ ������

�+XQJDU\ ����� ����� ������ ������

�3RODQG ����� ����� ������ ������

�5RPDQLD �� ����� ������ ������

�7RWDO ����� ����� ������ ������

��� 6RXUFHV����.�'��6FKPLGW��������GDWD�IRU������

���)LQDQFLDO�7LPHV������������GDWD�IRU��������

1RWH� ���7KH�ILJXUH�LV�IRU�IRUPHU�&]HFKRVORYDNLD

/DERXU�PDUNHW�DQG�PLJUDWLRQ

7KH�FRPSDULVRQ�RI�ZDJH�FRVWV�EHWZHHQ�:HVWHUQ�(XURSH�DQG�LWV�(DVWHUQ�QHLJKERXUV�VXJJHVWV

WKDW�WKH�SULQFLSDO�DWWUDFWLRQ�IRU�)',�DQG�IRU�237�DUH�WKH�ORZ�ZDJHV����RI�D�IDLUO\�VNLOOHG�DQG

HGXFDWHG�ODERXU�IRUFH��&KHDS�HQHUJ\�DQG�QDWXUDO�UHVRXUFHV�DUH�DGGLWLRQDO�DWWUDFWLRQV��(YHQ�WDNLQJ

LQWR�DFFRXQW�ORZHU�SURGXFWLYLW\�LQ�&((&��LW�GRHV�QRW�FRPSOHWHO\�RIIVHW�WKH�HQRUPRXV�GLIIHUHQFHV

LQ� QRPLQDO�ZDJHV�� )RU� LQVWDQFH�� WKH�PLQLPXP�ZDJH� LQ� WKH�&]HFK�5HSXEOLF� LV� ����� RI� WKH

PLQLPXP�ZDJH�LQ�*HUPDQ\��WKH�UDWLR�RI�*13�SHUVRQ�LV�DERXW���WLPHV�KLJKHU�LQ�*HUPDQ\�WKDQ



���7KHUH�LV�D�JURZLQJ�SRSXODWLRQ�RI�OHJDO�DQG�LOOHJDO�WHPSRUDU\�ZRUNHUV�IURP�6ORYDNLD��8NUDLQH��3RODQG
DQG�5XVVLD�HPSOR\HG�LQ�WKH�&]HFK�5HSXEOLF�

��

LQ�WKH�&]HFK�5HSXEOLF��VXJJHVWLQJ�WKDW�WKH�XQLW�ZDJH�FRVW�LQ�&5�LV�DERXW�KDOI�WKH�*HUPDQ�UDWH���

$�SURGXFWLYLW\�DQG�ODERXU�FRVW�FRPSDULVRQ�IRU�$XVWULD�LV�SUHVHQWHG�EHORZ�LQ�7DEOH�������

7$%/(����

/DERXU�FRVW�DQG�3URGXFWLYLW\�&RPSDULVRQ�LQ�,QGXVWU\������

�

�*'3�HPSO� :DJH�ELOO�HPSO

��&6)5 ���� ������

��+XQJDU\ ����� ������

��3RODQG ��� ������

��$XVWULD ��� ���

6RXUFH� 3HQHGHU��0�� �.RVWHQ�XQG�3URGXNWLRQVVWUXNWXU�GHU� ,QGXVWULH� LQ�GHQ�/DQGHUQ�2VW�0LWWHOHXURSSDV� LQ

.�$JLQJHU� �HG�� &KDQFHQ� XQG� *HIiKUGXQJV� SRWHQWLDOH� GHU� 2IIQXQJ�� .RQVHTXHQ]HQ� IXU� GLH

2VWHUUHLFKLVFKH�:LUWVFKDIW���:LHQ�:,)2��)HE��������

7KH�IUHH�PRYHPHQW�RI�IDFWRUV�EHWZHHQ�WKH�(8�DQG�&((&�GRHV�QRW�\HW�H[LVW��HYHQ�WKRXJK

WKH�LQIORZ�RI�FDSLWDO�WR�&((&�LV�UHODWLYHO\�IUHH��$�IDVWHU�LQIORZ�RI�FDSLWDO�ZRXOG�KHOS�WR�LQFUHDVH

ODERXU�LQFRPH�LQ�WKH�&((&�DQG�WKXV�FRQWULEXWH��DORQJ�ZLWK�WKH�WUDGH�LQ�JRRGV��WR�FRQYHUJHQFH

RI�LQFRPH�LQ�WKH�WZR�UHJLRQV���(YHQ�WKRXJK�ODQJXDJH�EDUULHUV�DQG�KLJK�XQHPSOR\PHQW�LQ�WKH�(8

UHGXFH�WKH�SRWHQWLDO�IRU�ODERXU�LPPLJUDWLRQ��WKH�IORZV��LI�QRW�FKHFNHG��ZRXOG�VWLOO�UDSLGO\�EHFRPH

SROLWLFDOO\�DQG�HFRQRPLFDOO\�XQDFFHSWDEOH��,Q�RUGHU�WR�VWHP�DQ�XQFRQWUROOHG�LQIORZ�RI�PLJUDQWV

ORRNLQJ�IRU�KLJKHU�ZDJHV�LQ�WKH�:HVW��WKH�(8�KDV�UHVWULFWHG�ODERXU�LPPLJUDWLRQ�IURP�WKH�&HQWUDO

DQG�(DVWHUQ�(XURSH��6LPLODU�EDUULHUV�KDYH�DOVR�EHHQ�HUHFWHG�LQ�WKH�&((&��LQ�RUGHU�WR�FRQWURO

LPPLJUDWLRQ�IORZ�IURP�WKH�(DVW����$W�SUHVHQW�WKH�ODERU�PLJUDWLRQ�LV�UHVWULFWHG�WR�FURVVERUGHU

PRYHPHQW�RI�D�WLJKWO\�FRQWUROOHG�OLPLWHG�QXPEHU�RI�WHPSRUDU\�ZRUNHUV�IURP�WKH�&]HFK�UHSXEOLF

DQG�3RODQG�WR�*HUPDQ\���



�� ,I�D�UHDO�LQFRPH�FRQYHUJHQFH�EHWZHHQ�WKH�(8�DQG�&((&�WDNHV�SODFH��WKH�RXWZDUG�SURFHVVLQJ�WKHUH�ZLOO
FHDVH�WR�EH�SURILWDEOH��,Q�WKLV�UHVSHFW�LW�ZRXOG�EH�LQWHUHVWLQJ�WR�VHH�WKH�HIIHFW�RI�RXWZDUG�SURFHVVLQJ�LQ�&((&
RQ�WKH�H[SRUW�SURFHVVLQJ�DFWLYLWLHV�LQ�7XQLV�DQG�RWKHU�VLPLODU�DUHDV�

��

(YHQ�WKRXJK�ZDJHV�DQG�VDODULHV�LQ�&((&�DUH�YHU\�ORZ�E\�(8�VWDQGDUGV��HPSOR\HHV�HQMR\

D�IDLU�VWDQGDUG�RI�VRFLDO�EHQHILWV��7KHVH�DUH��KRZHYHU��OHVV�JHQHURXV�WKDQ�WKH��VRFLDO�FKDUWHU��RI

WKH�(8��,W�ZRXOG�QRW�EH�LQ�WKH�LQWHUHVW�RI�WKH�&((&V�WR�DGRSW�WKH�(8�VRFLDO�FKDUWHU�EHIRUH

FORVLQJ� WKH� HFRQRPLF� JDS� VHSDUDWLQJ� WKHP� IURP� WKHLU� ZHVWHUQ� QHLJKERUV�� $GRSWLQJ� WKH

SURKLELWLYHO\�H[SHQVLYH�VRFLDO�FKDUWHU�ZRXOG�DFFHOHUDWH�WKH�ORVV�RI�WKHLU�LQLWLDO�DGYDQWDJH�LQ�ORZ

ODERXU�FRVWV�

6LQFH�LPSRUWDQW�LQFRPH�GLIIHUHQFHV�DUH�OLNHO\�WR�SHUVLVW�EHWZHHQ�&((&�DQG�WKHLU�ZHVWHUQ

SDUWQHUV��LPPLJUDWLRQ�SUHVVXUH�SHUVLVWV��HVSHFLDOO\�WR�*HUPDQ\��,Q�WKLV�FRQWH[W�LW�FDQ�EH�H[SHFWHG�

WKDW�WKH�(8�ZLOO�QRW�RIIHU�WR�&((&�IXOO�PHPEHUVKLS�LQFOXGLQJ��(XURSHDQ�FLWL]HQVKLS��ZLWK�IUHH

ODERXU�PRELOLW\��EHIRUH�D�VXEVWDQWLDO�QDUURZLQJ�RI�WKH�UHDO�ZDJH�JDS�DQG�OLYLQJ�FRQGLWLRQV�LQ

JHQHUDO��

*LYHQ�WKH�ODUJH�ODERXU�FRVW�GLIIHUHQWLDOV�DQG�WKH�XQFHUWDLQW\�VXUURXQGLQJ�)',��LW�LV�HDV\�WR

XQGHUVWDQG�WKH�UDSLG�GHYHORSPHQW�RI�RXWZDUG�SURFHVVLQJ�LQ�WKH�WH[WLOH�DQG�FORWKLQJ�VHFWRU��6HH

7DEOH�������7KLV�IDVW�JURZLQJ�DFWLYLW\�LV�D�WHPSRUDU\���VXEVWLWXWH�IRU�PLJUDWLRQ�RI�ODERXU�DQG�IRU

)',��$V�WKH�H[SHULHQFHV�RI�RWKHU�FRXQWULHV�KDV�VKRZQ��+DQHO��%LORGHDX��$ELG��������LWV�HIIHFW

LV�SRVLWLYH�LQ�WHUPV�RI�LQFRPH�FUHDWLRQ�EXW�OLNHO\�OHVV�HIIHFWLYH�WKDQ�)',�LQ�WHUPV�RI�SRVLWLYH

H[WHUQDOLWLHV�RQ�PDQDJHPHQW��WHFKQRORJ\�DQG�ORFDO�VRXUFLQJ�

�� $GYDQWDJHV�DQG�GLVDGYDQWDJHV�RI�LQWHJUDWLRQ�ZLWK�WKH�(8�IRU�WKH�&((&

7KH�RYHUYLHZ�RI�WKH�SURJUHVV�WRZDUG�LQWHJUDWLRQ�RI�&((&�ZLWK�WKH�(8�VXJJHVWV�WKDW�WKH

SURFHVV� LV�ZHOO� DGYDQFHG� LQ� LQWHUQDWLRQDO� WUDGH� DQG� LQYHVWPHQW�� 7KH� OLNHO\� DGYDQWDJHV� DQG

GLVDGYDQWDJHV�IRU�WKH�&((&�RI�LQWHJUDWLRQ�ZLWK�WKH�(8��FDQ�EH�DVVHVVHG�RQ�WKUHH�SRLQWV�����

)LUVW�� LQWHJUDWLRQ� RIIHUV� FRXQWULHV� DQ� RSSRUWXQLW\� WR� EHQHILW� IURP� WKHLU� GLIIHUHQFHV�

UHDOORFDWLQJ�UHVRXUFHV�WR�PRUH�HIILFLHQW�XVH��6HFRQG��LQWHJUDWLRQ�RIIHUV�IXUWKHU�RSSRUWXQLWLHV�IRU

JDLQV�IURP�LQFUHDVHG�FRPSHWLWLRQ�DQG�UDWLRQDOL]DWLRQ�WR�UHDOL]H�HFRQRPLHV�RI�VFDOH�DQG�VFRSH�

7KLUG��LQWHJUDWLRQ�DOVR�SRVHV�SUREOHPV�RI�DGMXVWPHQW�DQG�LQFRPH�GLVWULEXWLRQ��.UXJPDQ��������

��

,QWHJUDWLRQ�WKURXJK�LQWHUQDWLRQDO�WUDGH

7KH�ODUJH�GLIIHUHQFHV�LQ�IDFWRU�HQGRZPHQW�DQG�KHQFH�LQ�IDFWRU�SULFHV�DQG�WKH��VR�IDU��PXFK

OHVV�WKDQ�RSWLPDO�OHYHO�RI�ELODWHUDO�WUDGH�RIIHUV�WKH�VPDOOHU�SDUWQHU��WKH�&((&�LPSRUWDQW�JDLQV

IURP�WUDGH�EDVHG�RQ�LQWHU�LQGXVWU\�VSHFLDOL]DWLRQ��7KH�DFFHOHUDWHG�OLEHUDOLVDWLRQ�RI�LPSRUW�GXWLHV

E\�WKH�(8�KDV�FHUWDLQO\�KHOSHG�&((&�WR�LQFUHDVH�WKHLU�H[SRUWV��HVSHFLDOO\�LQ��QRQ�VHQVLWLYH�

FDWHJRULHV�RI�JRRGV��,QFUHDVHG�LPSRUWV�IURP�WKH�(8�KHOSHG�WR�FXUE�DEXVH�RI�PRQRSRO\�SRZHU

RI�GRPHVWLF�SURGXFHUV�DQG�FRQWULEXWHG�WR�LQWURGXFH�D�PRUH�UDWLRQDO�V\VWHP�RI�UHODWLYH�SULFHV�IRU

LQGXVWULDO�SURGXFWV��,PSRUWV�LPSURYHG�FRQVXPHU�ZHOIDUH�QRW�RQO\�E\�LQFUHDVLQJ�WKH�FRQVXPHU



��

VXUSOXV�� EXW� DOVR� E\� LQWURGXFLQJ�RQ� WKH�PDUNHW�PRUH�YDULHW\� DQG�EHWWHU�TXDOLW\�� ,PSRUWV�RI

LQWHUPHGLDWH�LQGXVWULDO�JRRGV�DQG�RI�PDFKLQHU\�DQG�HTXLSPHQW�FRQWULEXWHG�WR�WKH�PRGHUQL]DWLRQ

RI�LQGXVWULDO�SURGXFWLRQ�DQG�VHUYLFHV��7KLV�SURFHVV��HVSHFLDOO\�WKH�WUDGH�LQ�LQGXVWULDO�LQSXWV�DQG

PDFKLQHU\��LV�OLNHO\�WR�LQWHQVLI\�ZLWK�WKH�UHVWUXFWXULQJ�DQG�JURZWK�RI�LQGXVWULDO�SURGXFWLRQ�LQ

&((&��

$IWHU�DQ�LQLWLDO�SKDVH�ZKHQ�WKH�XQGHUYDOXHG�H[FKDQJH�UDWHV�KHOSHG�WR�H[SRUW�DW�DQ\�SULFH�WR

VDYH�ILUPV�IURP�JRLQJ�EDQNUXSW��D�SHULRG�RI� LQWHU�LQGXVWU\�VSHFLDOL]DWLRQ�DQG�DGMXVWPHQW� LV

EHJLQQLQJ��7KLV�SHULRG�ZLOO�FRLQFLGH�ZLWK�WKH�LQWHQVLILFDWLRQ�RI�LQWHJUDWLRQ��,Q�RUGHU�WR�EH�UHDOO\

EHQHILFLDO�WR�&((6��WKH�LQWHJUDWLRQ�VKRXOG�DOORZ�WKHP�WR�DOORFDWH�UHVRXUFHV�WR�WKHLU�PRVW�HIILFLHQW

XVH��EDVHG�RQ�XQGLVWRUWHG�SULFHV�DQG�DV�IUHHO\�FRPSHWLWLYH�DV�SRVVLEOH��7KH�DUVHQDO�RI�FRQWLQJHQW

SURWHFWLRQ�RI�QRQ�WDULII�EDUULHUV�WKDW�&((&�H[SRUWV�DUH�IDFLQJ�LQ�WKH�VR�FDOOHG��VHQVLWLYH�VHFWRUV�

DUH�D�VHULRXV�REVWDFOH�WR�WKLV�SURFHVV��2Q�WKH�RQH�KDQG��WKH\�FDQ�EH�WULJJHUHG�DW�ZLOO�DQG�WKHUHIRUH

ZLOO�DFW�DV�D�GHWHUUHQW�DJDLQVW�LQYHVWPHQW�LQ�ILHOGV�LQ�ZKLFK�&((&�PD\�UHDOO\�KDYH�D�FRPSDUDWLYH

DGYDQWDJH��2Q�WKH�RWKHU�KDQG��LI�WKHUH�LV�WR�EH�D�JUDGXDO�SURFHVV�RI�FDUWHOLVDWLRQ�RI�WKH�&((&�(8

WUDGH���DV�LV�DSSDUHQWO\�DOUHDG\�KDSSHQLQJ�LQ�WKH�LURQ�DQG�VWHHO�LQGXVWU\��0HVVHUOLQ���������WKH

ZHOIDUH�HIIHFWV�RI� LQFUHDVHG� WUDGH� LQ� WKHVH� �SURGXFWV�DUH� OHVV�FOHDU��7KH�GLUHFW�HIIHFW�RQ� WKH

H[SRUWLQJ�LQGXVWU\�ZLOO�GHSHQG�RQ�WKH�GLVWULEXWLRQ�RI�UHQWV��WKH�SHUVLVWHQFH�RI�PXFK�ORZHU�XQLW

H[SRUW�YDOXHV�IRU�HYHQ�YHU\�VWDQGDUGL]HG�&((&�SURGXFWV�LQ�WKH�(8�PDUNHW�VXJJHVWV�WKDW�LW�LV�QRW

QHFHVVDULO\�WKH�H[SRUWHUV�ZKR�DUH�FROOHFWLQJ�WKRVH�UHQWV���2Q�WKH�RWKHU�KDQG��LI�H[SRUWHUV�FDQ

DSSURSULDWH�WKH�UHQWV��WKH�LQGLUHFW�HIIHFWV�RI�KLJKHU�H[SRUW�SULFHV�RI�EDVLF�LQGXVWULDO�LQSXWV�VXFK

DV�LURQ��VWHHO��FKHPLFDOV�DQG�WH[WLOHV�DUH�GHWULPHQWDO�WR�GRZQVWUHDP�DFWLYLWLHV�IRU�ZKLFK�&((&

PD\�KDYH� FRPSDUDWLYH� DGYDQWDJH� UHODWHG�QRW�RQO\� WR� WKH� ORZ�FRVW�RI� ODERXU�EXW� DOVR� WR� LWV

WHFKQLFDO�VNLOOV��7KXV� WKH�DGYDQWDJHV�RI� IXUWKHU� LQWHJUDWLRQ� LQ��VHQVLWLYH�� LQGXVWULHV�DUH� OHVV

FHUWDLQ�DQG�PRUH�GLIILFXOW�WR�DVVHVV��$V�WKH�H[DPSOH�RI�DJULFXOWXUH�VKRZV��WUDGH��OLEHUDOLVDWLRQ�

ZLWK�D�SDUWQHU��FRQGXFWLQJ�LQHIILFLHQW�SROLFLHV�OHDG�WR�D�GLIIXVLRQ�RI�LQHIILFLHQF\�UDWKHU�WKDQ�WR

JDLQV�IURP�IUHHU�WUDGH��,W�FDQ�DOVR�OHDG�WR�D�GLIIXVLRQ�RI�IUDXG��PLVPDQDJHPHQW�DQG�FRUUXSWLRQ

�7KH�(FRQRPLVW��-XO\����������WKDW�ZRXOG�ILQG�YHU\�IHUWLOH�VRLO�LQ�&((&����

,QWUD�LQGXVWU\�WUDGH

$VLGH� IURP� DQG� LQ� DGGLWLRQ� WR� JDLQV� IURP� � WUDGH� UHODWHG� WR� FRPSDUDWLYH� DGYDQWDJH�

LQWHJUDWLRQ�ZLWK�WKH�(8�VKRXOG�LQFUHDVH�WKH�LQWUD�LQGXVWU\�WUDGH�EDVHG�RQ�HFRQRPLHV�RI�VFDOH�DQG

VFRSH�DQG�RQ�SURGXFW�GLIIHUHQWLDWLRQ��:LWK�UHJDUGV�WR�HFRQRPLHV�RI�VFDOH��RQH�VKRXOG�NHHS�LQ

PLQG�WKDW�LQ�FRQWUDVW�WR�ZHVWHUQ�LQGXVWULDOL]HG�FRXQWULHV��LQGXVWULDO�ILUPV�LQ�&((&�ZHUH�RIWHQ

LQHIILFLHQWO\�ODUJH�UDWKHU�WKDQ�LQHIILFLHQWO\�VPDOO��,Q�WKLV�FRQWH[W��D�VXFFHVVIXO�LQWHJUDWLRQ�ZLWK

WKH�(8�PD\�UHSODFH�RQO\�SDUW�RI�WKH�ODUJH�PDUNHW�ORVW�LQ�WKH�IRUPHU�&0($��ZLWK�D�FRUUHVSRQGLQJ

VFDOH� HIIHFW��+RZHYHU�� WKHVH� LQGXVWULDO�PDPPRWKV�ZHUH�KHDYLO\� DQG� LQHIILFLHQWO\�YHUWLFDOO\

LQWHJUDWHG��VWULYLQJ�IRU�PD[LPXP�VHOI�VXIILFLHQF\��0DQ\�RI�WKHVH�ELJ�LQGXVWULDO�FRQFHUQV�KDYH

QRW�\HW�EHHQ�HIIHFWLYHO\�UHVWUXFWXUHG��,Q�RUGHU�IRU�WKHVH�ILUPV�WR�VXUYLYH�WKH\�KDYH�WR�UDWLRQDOL]H



��

WKHLU�SURGXFWLRQ�DQG�EHFRPH�SDUW�RI�WKH�(XURSHDQ�LQWHJUDWHG�LQGXVWULDO�VWUXFWXUH��L�H��PHPEHUV

RI�WKH�QHWZRUN�OLQNLQJ�VXSSOLHUV�DQG�XVHUV�RI�LQGXVWULDO�LQSXWV��RIWHQ�FOXVWHUHG�DURXQG�ODUJH

HQWHUSULVHV��,QWHJUDWLRQ�WR�D�VLQJOH�(XURSHDQ�PDUNHW��VXEMHFW�WR�FRPPRQ�WHFKQLFDO�VWDQGDUGV�

FRPPRQ�FRPSHWLWLRQ�SROLFLHV��IUHH�IURP�DGPLQLVWUDWLYH�DQG�ERUGHU�EDUULHUV��RIIHUV�D�SRWHQWLDO

IRU� WKH� PXFK�QHHGHG� PRGHUQL]DWLRQ� IRU� WKRVH� ILUPV� DEOH� WR� WDNH� DGYDQWDJH� RI� LW�� 7KH

JHRJUDSKLFDO�DQG�FXOWXUDO�SUR[LPLW\�PD\�EH�DQ�LPSRUWDQW�DVVHW��,Q�WKLV�UHVSHFW��DV�WKHLU�LQWUD�

LQGXVWU\�WUDGH�ZLWK�WKH�(8�VKRZV��+XQJDU\��WKH�&]HFK�5HSXEOLF�DQG�3RODQG�SUREDEO\�KDYH�DQ

LQLWLDO�DGYDQWDJH�RYHU�WKHLU�OHVV�LQGXVWULDOL]HG�DQG�PRUH�UHPRWH�HDVWHUQ�QHLJKERUV��7KH�RXWZDUG

SURFHVVLQJ�WUDGH�EHWZHHQ�*HUPDQ\�DQG�WKH�WKUHH�FRXQWULHV�LV�DOUHDG\�YHU\�DFWLYH��+RZHYHU��WR

H[SORLW� WKH� � SRWHQWLDO� RI� LQWUD�LQGXVWU\� WUDGH� WR� LWV� IXOO� DGYDQWDJH�� WKHUH� LV� D� QHHG� WR�PRUH

HIIHFWLYHO\�DWWUDFW��)',��)XUWKHU�GHYHORSPHQW�RI�LQWUD�LQGXVWU\�WUDGH�ZLWK�WKH�(8�VKRXOG�QRW�RQO\

KHOS�WKH�UHVWUXFWXULQJ�DQG�UHYLWDOL]DWLRQ�RI�VRPH�RI�WKH�PRUH�KLJK�WHFK�LQGXVWULHV�OHIW�LQ�GROGUXPV

DIWHU� WKH� GHPLVH� RI� WKH� &0($� PDUNHW�� LW� KDV� WKH� DGGLWLRQDO� DGYDQWDJH� RI� KDYLQJ� ORZHU

DGMXVWPHQW�FRVWV��

7KH�SRVVLEOH�DGYHUVH�HIIHFW�RI�LQWHJUDWLRQ�XQGHU�FRQGLWLRQ�RI�LPSHUIHFW�FRPSHWLWLRQ�LV�WKDW

VRPH�HQWHUSULVHV��LQGXVWULHV��UHJLRQV��DQG�HYHQ�FRXQWULHV�PD\�HPHUJH�DV�QHW�ORVHUV��9HQDEOHV�

������:$��.UXJPDQ���������$Q�XQHYHQ�GLYLVLRQ�RI�JDLQV�LQ�LPSHUIHFWO\�FRPSHWLWLYH�LQGXVWULHV

LV�D�UHDO�SRVVLELOLW\��,W�VKRXOG�FRPH�DV�QR�VXUSULVH�WKDW�SULYDWL]DWLRQ�RI�ODUJH�HQWHUSULVHV�LQ�&((&�

HVSHFLDOO\�ZLWK� IRUHLJQ� SDUWQHUV�� LQ� ILHOGV� GRPLQDWHG� LQ� WKH�:HVW� E\� VWURQJ� ROLJRSROLHV� RU

PRQRSROLHV�� SURFHHGV� ZLWK� JUHDW� GLIILFXOW\� DQG� LV� RIWHQ� VXEMHFW� WR� LQWHQVH� JRYHUQPHQW

LQWHUYHQWLRQ��:KDW� LV� RIWHQ� DW� VWDNH� LV� WKH� IHDU�� MXVWLILHG� RU� QRW�� RI� ORVLQJ� ORQJ�HVWDEOLVKHG

VWUDWHJLF�DGYDQWDJHV��

,QWHJUDWLRQ�RI�WKH�FDSLWDO�PDUNHW

7KLV� EULQJV� WKH� GLVFXVVLRQ� WR� WKH� LQWHJUDWLRQ� RI� FDSLWDO�PDUNHWV�� /RQJ�UXQ� WUDQVIHU� RI

UHVRXUFHV�E\� FDSLWDO� LQYHVWPHQW� LV� D� VXEVWLWXWH� IRU� LQWHUQDWLRQDO� WUDGH��7KHUH� DUH� VLJQLILFDQW

GLIIHUHQFHV�EHWZHHQ�WKH�ILYH�&((&�ZLWK�UHVSHFW�WR�WKHLU�FDSDFLW\�WR�DWWUDFW�EDGO\�QHHGHG�FDSLWDO�

WKH�PRVW�LPSRUWDQW�SUREDEO\�EHLQJ�HFRQRPLF�DQG�SROLWLFDO�VWDELOLW\�DQG��DFFXPXODWHG�IRUHLJQ

GHEW��DQG�WKH�FDSDFLW\�RI�WKH�FRXQWU\�WR�VHUYLFH�WKDW�GHEW��7KHLU�FDSLWDO�PDUNHWV�DUH�VWLOO�VPDOO�

XQGHU�GHYHORSHG��DQG�EHWWHU�NQRZQ�IRU�VSHFWDFXODU�ILQDQFLDO�VFDQGDOV�WKDQ�IRU�HIILFLHQF\���$JDLQ�

WKH�VLWXDWLRQ�LV�YHU\�GLIIHUHQW�IURP�RQH�FRXQWU\�WR�DQRWKHU��,Q�SUHSDUDWLRQ�IRU�LQWHJUDWLRQ��DOO�ILYH

FRXQWULHV�KDYH�SXUVXHG�ZLWK�GLIIHUHQW�VXFFHVV�DQG�FRPPLWPHQW��WKH�REMHFWLYH�RI�VWUHDPOLQLQJ�WKH

OHJDO�DQG�LQVWLWXWLRQDO�IUDPHZRUN�VR�DV�WR�ILW�WKH�(8��,I�WKH\�VXFFHHG�LQ�UHGXFLQJ��XQFHUWDLQW\�

VR�DV�WR�PDNH�LQYHVWPHQW�LQ�&((&�QRW�VLJQLILFDQO\�PRUH�ULVN\�WKDQ�LQYHVWPHQW�LQ�WKH�UHVW�RI�(8�

EDGO\�QHHGHG�FDSLWDO�ZLOO�FRPH�LQ�UHVSRQVH�WR�UHDO�HFRQRPLF�RSSRUWXQLWLHV�

2QH�RI�WKH�ILHOGV�ZKHUH�FORVHU�LQWHJUDWLRQ�VKRXOG�EH�HVSHFLDOO\�EHQHILFLDO�LV�IXUWKHU�RSHQLQJ

RI�WKH�ORFDO�ILQDQFLDO�PDUNHW�WR�IRUHLJQ�EDQNV��$OWKRXJK�IRUHLJQ�EDQNV�DOUHDG\�RSHUDWH�LQ�&((&�



��

WKHLU�DFWLYLWLHV�DUH�RIWHQ�UHVWULFWHG�WR�VHUYLFLQJ�IRUHLJQ�LQYHVWPHQW�RQO\��,�DP�QRW�DZDUH�RI�WKH

VLWXDWLRQ�LQ�RWKHU�&((&��EXW�LQ�WKH�&]HFK�5HSXEOLF�WKH\�DUH�QRW�\HW�DOORZHG�RQ�WKH�ILQDQFLDO

UHWDLO�PDUNHW��ZKLFK�FRXOG�EHQHILW�IURP�FRPSHWLWLRQ�DQG�LQFUHDVHG�HIILFLHQF\�

*UDGXDO�LQWHJUDWLRQ�ZLWK�WKH�ILQDQFLDO�PDUNHWV�RI�WKH�(8�ZLOO�LQFUHDVLJQO\�OHDG�WR�WZR�ZD\

IORZV�RI�FDSLWDO�WKDW�VKRXOG�LPSURYH�ILQDQFLDO�PDUNHWV�LQ�WHUPV�RI�WKHLU�FDSDFLW\�IRU�LPSURYHG�

�ULVN�GLYHUVLILFDWLRQ�

�LQWHUPHGLDWLRQ�

�LQIRUPDWLRQ�IORZV�

�FRPSHWLWLRQ�

�

7KDW�VXFK�VLWXDWLRQV�PLJKW�ZHOO�DULVH�LQ�&((&�ZKHUH�WKH�EDQNLQJ�V\VWHP�DQG�WKH�ILQDQFLDO

PDUNHWV�DUH�LQ�WKHLU�LQIDQF\�LV�D�UHDO�SRVVLELOLW\��

,QWHJUDWLRQ�RI�ODERXU�PDUNHWV

%HIRUH�LW�LV�SRVVLEOH�WR�WKLQN�RI�LQWHJUDWLRQ�RI�WKH�ODERXU�PDUNHW�EHWZHHQ�&((&�DQG�WKH�(8

LW�LV�QHFHVVDU\�WR�HQVXUH�D�EHWWHU�LQWHJUDWLRQ�RI�QDWLRQDO�ODERXU�PDUNHWV��7KH�ORQJ�WUDGLWLRQ�RI

RFFXSDWLRQDO�LPPRELOLW\�FRXSOHG�ZLWK�D�SHUPDQHQW�KRXVLQJ�FULVLV�UHVXOWHG�LQ�D�YHU\�LPSHUIHFW�

JHRJUDSKLFDOO\�VHJPHQWHG�ODERXU�PDUNHW��7KH�HFRQRPLF�WUDQVLWLRQ�DSSHDUV�WR�KDYH�LQFUHDVHG

RFFXSDWLRQDO�PRELOLW\�EXW�QRW�\HW�WKH�KRXVLQJ�FULVLV��

6RFLDO�SURWRFRO

7KH�FRQGLWLRQV�RI�VRFLDO�SURWRFRO�DUH�RQH�RI�WKH�PRUH�DPELJXRXV�DVSHFWV�RI�LQWHJUDWLRQ�WR

EH�FRQVLGHUHG�E\�WKH�&((&���%\�VWLSXODWLQJ�ZRUNLQJ�FRQGLWLRQV��VRFLDO�VHFXULW\��HWF��LW�LV��RQ�WKH

RQH�KDQG��D�XVHIXO�LQVWUXPHQW�IRU�WKH�XQLRQV�DQG�HPSOR\HHV�LQ�WKHLU�QHJRWLDWLRQV�ZLWK�HPSOR\HUV

DQG�JRYHUQPHQWV��2Q�WKH�RWKHU�KDQG��WKH�VRFLDO�SURWRFRO�LV�XQOLNHO\�WR�WDNH�LQWR�DFFRXQW�WKH

HFRQRPLF�DQG� VRFLDO�FRQVWUDLQWV�SDUWLFXODU� WR�&((&�ZKLFK�DUH�PXFK�SRRUHU�DQG�DUH�IDFLQJ

GLIIHUHQW�SULRULWLHV�WKDQ�WKH�HVWDEOLVKHG�PHPEHUV�RI�WKH�(8��,Q�WKHLU�HDJHUQHVV�WR�HQWHU�WKH�(8�

WKH� SURVSHFWLYH� PHPEHUV� PD\� DFFHSW� FRVWO\� FRQVWUDLQWV� WKDW� FRXOG� XQGHUPLQH� WKHLU

FRPSHWLWLYHQHVV��VORZ�GRZQ�WKH�JURZWK��DQG�LQFUHDVH�XQHPSOR\PHQW�
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,QWHUQDWLRQDO�PLJUDWLRQ

$V�ORQJ�DV�WKH�XQHPSOR\PHQW�DQG�JURZWK�SURVSHFWV�GR�QRW�LPSURYH��LW�LV�XQUHDOLVWLF�WR

H[SHFW�WKDW�WKH�(8�ZRXOG�RSHQ�WKH�GRRU�WR�IUHH�LPPLJUDWLRQ�IURP�LWV�QHZ�HDVWHUQ�PHPEHUV�

7KHUH�DUH��KRZHYHU��DUUDQJHPHQWV�LQ�WKH�ERUGHU�DUHDV�WKDW�RIIHU�OLPLWHG��DFFHVV�WR�WHPSRUDU\

ZRUNHUV�WR�*HUPDQ\��7KH�UDSLG�H[SDQVLRQ�RI�RXWZDUG�SURFHVVLQJ�GHVFULEHG�DERYH�LV�SUREDEO\

D�EHWWHU�DQG�PRUH�HIILFLHQW�VXEVWLWXWH�IRU�PLJUDWLRQ�IRU�SXUHO\�HFRQRPLF�UHDVRQV��



��

,W�FDQ��KRZHYHU��EH�H[SHFWHG�WKDW�LQFUHDVHG�HFRQRPLF�DQG�LQGXVWULDO�LQWHJUDWLRQ�ZLOO�LQFUHDVH

WKH�VFRSH�IRU�D�WZR�ZD\�PLJUDWLRQ��7KH�SKHQRPHQRQ�FDQ�EH�REVHUYHG�IRU�H[DPSOH�LQ�3UDJXH�

ZKHUH�WKHUH�LV�D�WKULYLQJ�H[SDWULDWH�FRPPXQLW\�FRPSRVHG�RI�VWXGHQWV��SHUVRQQHO�RI�IRUHLJQ�ILUPV

DQG�EXVLQHVVPHQ��QRW�WR�PHQWLRQ�GUXJ�GHDOHUV�DQG�WKH�OLNH��$VLGH�IURP�JLYLQJ�WKH�ROG�FLW\�D�PRUH

FRVPRSROLWDQ�IODLU��WKHLU�SUHVHQFH�EULQJV�D�QRQ�QHJOLJLEOH�IORZ�RI�UHYHQXH��LW�KHOSV�WR�LPSURYH

VHUYLFHV��DQG�KDV�OHG�WR�WKH�HVWDEOLVKPHQW�RI�D�SDUDOOHO�KRXVLQJ�PDUNHW���$W�WKH�RWKHU�HQG�RI�WKH

RFFXSDWLRQDO�GLVWULEXWLRQ��WKHUH�DUH�PDQ\�WHPSRUDU\�IRUHLJQ�FRQVWUXFWLRQ�ZRUNHUV�KDSS\�WR�ZRUN

DW�WKH�&]HFK�PLQLPXP�ZDJH�OHYHO��ZKLFK�LV�UHDOO\�PLQLPDO�HYHQ�FRPSDUHG�WR�&HQWUDO�(XURSHDQ

VWDQGDUGV��7KH�HFRQRPLF�LPSDFW�RI�WKLV�FURVV�ERUGHU�PRYHPHQW�LV�D�IDVWHU�GLIIXVLRQ�RI�ZHVWHUQ

ZD\V�DQG�YDOXHV��,WV�DGYHUVH�HIIHFWV�DUH�DOVR�SODLQO\�REVHUYDEOH��LQFUHDVHG�FULPH��DQ�RXWEXUVW�RI

[HQRSKRELD��DQG�WKH�DFFHOHUDWHG�ORVV�RI�FXOWXUDO�LGHQWLW\�

0DFURHFRQRPLF�LPSOLFDWLRQV�RI�LQWHJUDWLRQ

,I�WKH�FRQGLWLRQV�RI�WKH�0DDVWULFK�WUHDW\�UHPDLQ�LQWDFW��PHPEHUV�RI�WKH�(XURSHDQ�0RQHWDU\

8QLRQ�KDYH�WR�VDWLVI\�ILYH�PDFURHFRQRPLF�FULWHULD��7KHLU�LQIODWLRQ�PXVW�UHPDLQ�ZLWKLQ������DQG

LQWHUHVW�ZLWKLQ����RI�WKH�WKUHH�EHVW�SHUIRUPLQJ�VWDWHV��D�EXGJHW�GHILFLW�RI�OHVV�WKDQ����DQG�D

QDWLRQDO�GHEW�RI�OHVV�WKDQ�����RI�*'3��DQG�QR�GHYDOXDWLRQ�ZLWKLQ�WKH�H[FKDQJH�PHFKDQLVP�IRU

WKH�SDVW�WZR�\HDUV��

7KHVH�FRQGLWLRQV�VKRZ�WKDW�WKHUH�UHPDLQV�D�YHU\�OLPLWHG�VFRSH�IRU�LQGHSHQGHQW�HFRQRPLF

SROLF\�PDNLQJ�DW�WKH�QDWLRQDO�OHYHO��7KH�DGYDQWDJH�RI�VXFK�D�V\VWHP�LV�WKDW�LW�LPSRVHV�VWULFW

PDFURHFRQRPLF�GLVFLSOLQH�RQ�WKH�PHPEHUV�RI�WKH�XQLRQ��7KH�GLVDGYDQWDJH�VWHPV�IURP�WKH�QHHG

IRU�FRRUGLQDWHG�SROLFLHV��$W�ZRUVW��WKH�SUREOHP�RI�FRRUGLQDWLRQ�FRXOG�QHJDWH�WKH�PLFURHFRQRPLF

EHQHILWV�RI�LQWHJUDWLRQ��.UXJPDQ��������

7KH�LQHIILFLHQF\�RI�PRQHWDU\�SROLF\�XQGHU�WKH�IL[HG�H[FKDQJH�UDWH�DQG�LQWHJUDWHG�FDSLWDO

PDUNHW

:LWK�WKH�IL[HG�H[FKDQJH�UDWH�DQG�HIILFLHQW�FDSLWDO�PDUNHW�LQWHJUDWLRQ��WKH�PHPEHU�FRXQWULHV

FDQQRW�XVH�LQGHSHQGHQW�PRQHWDU\�SROLF\��7KDW�WKH�SUREOHP�DULVHV�HYHQ�ZLWK�YHU\�LPSHUIHFW

FDSLWDO�PDUNHW�LQWHJUDWLRQ�FDQ�EH�VHHQ�LQ�WKH�&]HFK�5HSXEOLF��7KH�&]HFK�1DWLRQDO�%DQN�KDV

GLIILFXOW\� LQ� UHFRQFLOLQJ� � WZR� JRDOV� VLPXOWDQHRXVO\�� ���� FRQWURO� LQIODWLRQ� DQG� ���� NHHS� WKH

H[FKDQJH�UDWH�IURP�DSSUHFLDWLQJ��7KH�HIIRUW�WR�VWHULOL]H�WKH�LQIORZ�RI�IRUHLJQ�FDSLWDO�LV�FRVWO\�DQG

FDQQRW�EH�FRQGXFWHG�LQGHILQLWHO\� 2Q� WKH� RWKHU� KDQG�� WKH�PRQHWDU\�GLVFLSOLQH�UHTXLUHG�WR

PDLQWDLQ�WKH�H[FKDQJH�UDWH�LQFUHDVHV�WKH�FRQILGHQFH�DQG�FUHGLELOLW\�RI�HFRQRPLF�SROLFLHV��7KH

&]HFK�DQG�HYHQ�6ORYDN�VLWXDWLRQ�LQ�FRPSDULVRQ�ZLWK�RWKHU�&((&�LOOXVWUDWHV�WKH�SRLQW�
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0DFURHFRQRPLF�UHSHUFXVVLRQV�WUDQVPLWWHG�E\�LQWHUQDWLRQDO�WUDGH�



��

$Q�LQFUHDVH�RU�D�VORZGRZQ�RI�JURZWK�LQ�RQH�FRXQWU\�FKDQJHV�LWV�GHPDQG�IRU�LPSRUWV�DQG

DIIHFWV��WKURXJK�WKH�PXOWLSOLHU�HIIHFW�WKH�JURZWK�RI�LWV� WUDGH�SDUWQHUV��,QFUHDVLQJ�LQWHJUDWLRQ

LQWHQVLILHV�WKLV�OLQNDJH��

7KH� LQFUHDVHG� QHHG� WR� FRRUGLQDWH� ILVFDO� SROLFLHV� XQGHU� WKH� IL[HG� H[FKDQJH� UDWH� DQG

LQWHJUDWHG�FDSLWDO�PDUNHW

.UXJPDQ� ������� LOOXVWUDWHV� WKDW� XQGHU� FDSLWDO� PRELOLW\� DQG� WKH� IL[HG� H[FKDQJH� UDWH

PDLQWDLQHG�YLD�FRRUGLQDWHG�PRQHWDU\�SROLF\��FRXQWULHV�FDQ�SXUVXH�LQGHSHQGHQW�ILVFDO�SROLFLHV�

7KHVH�LQGHSHQGHQW�ILVFDO�SROLFLHV�PD\�\LHOG�VXERSWLPDO�UHVXOWV�EHFDXVH�HDFK�FRXQWU\�LJQRUHV�WKH

HIIHFW�RI�LWV�SROLFLHV�RQ�WKH�RWKHU
V�H[SRUWV��$�VLPXOWDQHRXV�XQFR�RUGLQDWHG�ILVFDO�UHVWULFWLRQ�LV

OLNHO\�WR�OHDG�WR�DQ�H[FHVVLYH�UHVWULFWLRQ��,Q�RUGHU�WR�DYRLG�WKLV�PRUH�FRRUGLQDWLRQ�RI�HFRQRPLF

SROLF\�LV�QHHGHG�

5HJLRQDO�HTXDOL]DWLRQ�IXQG

7KH�(8�UHTXLUHV�WKDW�LWV�PHPEHUV�FRQWULEXWH�WR�WKH�EXGJHW��DQG�RIIHUV�WKHP�DLG�DQG�YDULRXV

SURJUDPV�� LQFOXGLQJ� DFFHVV� WR� D� UHJLRQDO� IXQG� WKDW� VXSSRUWV� WKH� OHVV� DIIOXHQW� UHJLRQV�� 7KH

HVWLPDWHV�RI�WKH�FRVW�RI�LQWHJUDWLQJ�&((&�LQWR�WKH�(8�YDU\�DFFRUGLQJ�WR�DVVXPSWLRQV�XVHG��*LYHQ

WKH�ORZ�OHYHO�RI�*'3�SHU�FDSLWD�LQ�WKH�&((&��LW�FRXOG�WDNH��DFFRUGLQJ�WR�RQH�RI�WKH�HVWLPDWHV�

EHWZHHQ����DQG����\HDUV�EHIRUH�WKH\�ZRXOG�UHDFK�����RI�WKH�DYHUDJH�*'3�RI�WKH�(8�WR�RXWJURZ

WKH�VXEVLG\��DFFRUGLQJ�WR�WRGD\
V�FULWHULD��DQG�WKH�FRVW�RI�LQWHJUDWLQJ�WKH�IRXU�FRXQWULHV�DQG

6ORYHQLD�ZRXOG�FRVW�PRUH�WKDQ����ELOOLRQ�'0�DQQXDOO\��'HU�6SLHJHO����������S������

,W�LV�XQOLNHO\�WKDW�WKH�(8�ZLOO�PDLQWDLQ�WKH�VDPH�UXOHV��WKH\�DSSHDU�LQFRPSDWLEOH�ZLWK�WKH

GHFODUHG�LQWHQWLRQ�RI�LQFOXGLQJ�&((&�LQ�WKH�QRW�WRR�GLVWDQW�IXWXUH��7KH�XQSOHDVDQW�SHUVSHFWLYH

IRU�WKH�QHZ�HDVWHUQ�PHPEHUV�RI�WKH�(8�FRXOG�EH�WKDW�WKH\�ZLOO�KDYH�WR�VXUUHQGHU�D�ODUJH�SDUW�RI

WKHLU� DXWRQRP\� LQ�PDFURHFRQRPLF� SROLF\� PDNLQJ�ZLWKRXW� KDYLQJ� WKH� EHQHILW� RI� DFFHVV� WR

UHJLRQDO�DLG��

&RQFOXVLRQ

,Q� RUGHU� WR� PDNH� WKH� (8� ZRUN� VXFFHVVIXOO\�� WKH� PHPEHU� VWDWHV� KDYH� WR� VXUUHQGHU� D

VLJQLILFDQW�SDUW�RI�WKHLU�DXWRQRP\�LQ�HFRQRPLF�SROLF\�PDNLQJ��6LQFH�WKH�&((&�ZLOO�EH�HQWHULQJ

D�FOXE�RI��ULFK��FRXQWULHV��VRPH�RI�WKH�UXOHV�WKH\�ZLOO�KDYH�WR�DFFHSW�DUH�OLNHO\�QRW�WR�EH�LQ�WKHLU

EHVW�LQWHUHVW��7KLV��KRZHYHU��ZLOO�QRW�VWRS�&((&�UHVROYH�WR�HQWHU�WKH�(8�DV�VRRQ�DV�SRVVLEOH�

EHFDXVH�WKH�PDLQ�UHDVRQV�IRU�LQWHJUDWLRQ�DUH�SROLWLFDO��(FRQRPLF�DUJXPHQWV�DUH�XQOLNHO\�WR�VWRS

WKH�SURJUHVV�WRZDUG�LQWHJUDWLRQ��,W�LV�LQ�WKH�LQWHUHVW�RI�WKH�SURVSHFWLYH�QHZ�PHPEHUV�RI�WKH�(8

WR� XQGHUVWDQG� WKH� HFRQRPLF� LPSOLFDWLRQV� RI� DVVRFLDWLRQ� DQG� WR� DGMXVW� WKHLU� SROLFLHV� DQG

QHJRWLDWLRQ�VWUDWHJ\�DFFRUGLQJO\�
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LQWHUSHQHWUDWLRQ�EHWZHHQ�WKH�(&�DQG�(DVWHUQ�(XURSH�
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