
������7KH�SURMHFW�ZDV�FR�VSRQVRUHG�E\�WKH�*UDQW�$JHQF\�RI�WKH�&]HFK�5HSXEOLF�DQG�,,$6$�
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7KH�&KDQJLQJ�3DWWHUQV�RI�&]HFK�)RUHLJQ�7UDGH

0DULH�%RKDWg

0DUFK�����

$EVWUDFW

7KLV�SDSHU�GHDOV�ZLWK�PDFURHFRQRPLF�LQGLFDWRUV�DQG�WUHQGV�LQ�WKH�&]HFK�IRUHLJQ�WUDGH�LQ�WKH
WUDQVIRUPDWLRQ�SHULRG�DQG�IRFXVHV�RQ�LPSHGLPHQWV�WR�H[SRUWV�RQ�ERWK�WKH�GHPDQG�DQG�WKH�VXSSO\
VLGH�� 2Q� WKH� EDVLV� RI� HPSLULFDO� UHVHDUFK�� LW� JHQHUDOLVHV� W\SLFDO� HQWHUSULVH� HIIRUWV� WR� WDFNOH
LPSHGLPHQWV�WR�H[SRUWV��$WWHQWLRQ�LV�SDLG�DOVR�WR�JRYHUQPHQWDO�SROLFLHV�LQ�WKH�ILHOG�RI�H[SRUW
SURPRWLRQ�

$EVWUDNW

3ÎmVSÀYHN� SRMHGQgYg� R� PDNURHNRQRPLFN¬FK� XND]DWHOmFK� D� WUHQGHFK� Y� ³HVNkP� ]DKUDQL³QmP
REFKRGÀ�Y�SUÖEÀKX�WUDQVIRUPD³QmKR�SURFHVX�D�]DPÀÎXMH�VH�SÎHGHY§mP�QD�SÎHNg©N\�Y¬YR]X��D�WR
MDN�QD�VWUDQÀ�SRSWgYN\�� WDN�QD�VWUDQÀ�QDEmGN\��1D�]gNODGÀ�HPSLULFNkKR�Y¬]NXPX�]REHFÈXMH
W\SLFNk�VQDK\�SRGQLNÖ�Y\SRÎgGDW�VH�V�SÎHNg©NDPL�Y¬YR]X��3R]RUQRVW�MH�YÀQRYgQD�Wk©�YOgGQm
SROLWLFH�Y�REODVWL�SRGSRU\�H[SRUWX�



�

7$%/(�2)�&217(176

���0DFURHFRQRPLF�,QGLFDWRUV�DQG�7UHQGV�LQ�&]HFK�)RUHLJQ�7UDGH � � � � � � � � � �
�����7UDGH�3DWWHUQ�LQ�WKH�3UH�5HIRUP�3HULRG � � � � � � � � � � � � � � � � � � � � � �
�����7UDGH�5HRULHQWDWLRQ�LQ�������� � � � � � � � � � � � � � � � � � � � � � � � � � � � �

���,PSHGLPHQWV�WR�([SRUWV�'HPDQG�6LGH � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
�����2ULHQWDWLRQ�WR�/RZ�'HPDQG�DQG�&RPPRGLW\�*URXSV � � � � � � � � � ��
�����)RUHLJQ�3URWHFWLRQ � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
�����3D\PHQW�$UUDQJHPHQWV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
�����(QWU\�%DUULHUV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��

���,PSHGLPHQWV�WR�([SRUWV�6XSSO\�6LGH � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
�����&RVW��([FKDQJH�5DWH � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
�����/DFN�RI�,QIRUPDWLRQ��0DUNHWLQJ � � � � � � � � � � � � � � � � � � � � � � � � � � ��
�����4XDOLW\��5HOLDELOLW\ � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
�����8QGHU�GHYHORSHG�,QIUDVWUXFWXUH � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
�����/RZ�&RPSHWLWLYHQHVV�RI�&RPSDQLHV � � � � � � � � � � � � � � � � � � � � � � � ��

���7HPSRUDU\�,QFHQWLYHV�IRU�([SRUWV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��

���7\SLFDO�(QWHUSULVH�(IIRUWV�WR�7DFNOH�,PSHGLPHQWV�WR�([SRUWV � � � � � � � � � � ��

���*RYHUQPHQW�3ROLFLHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
�����([FKDQJH�5DWH�DQG�0RQHWDU\�3ROLF\ � � � � � � � � � � � � � � � � � � � � � � � ��
�����7UDGH�/LEHUDOLVDWLRQ � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
�����)RUHLJQ�3ROLF\ � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
�����)LQDQFLDO�6XSSRUW � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
�����,QIRUPDWLRQ�6HUYLFHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��

���&RQFOXVLRQV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��

$SSHQGL[ � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��

5HIHUHQFHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
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���0DFURHFRQRPLF�,QGLFDWRUV�DQG�7UHQGV�LQ�&]HFK�)RUHLJQ�7UDGH

�����7UDGH�3DWWHUQ�LQ�WKH�3UH�5HIRUP�3HULRG

,Q�WKH�SUH�UHIRUP�SHULRG��&]HFKRVORYDNLD�V�IRUHLJQ�WUDGH�ZDV�GRPLQDWHG�E\�LWV
UHODWLRQV� ZLWK� WKH� &RXQFLO� IRU� 0XWXDO� (FRQRPLF� $VVLVWDQFH� �&0($��� 7KLV
UHODWLRQVKLS�KDG�WZR�LPSDFWV�RI�LPSRUWDQFH�IRU�WKH�HFRQRP\��2QH�ZDV�WKDW�PDQ\
RI�WKH�GHFLVLRQV�PDGH�UHJDUGLQJ�WKH�YROXPH�DQG�SDWWHUQ�RI�WUDGH�ZHUH�EDVHG�RQ
SROLWLFDO�UDWKHU�WKDQ�HFRQRPLF�IDFWRUV��7KH�RWKHU�ZDV�WKDW�LQWUD�&0($�WUDGH�ZDV
SODQQHG��DQG�WKXV�IHZ�RI�WKH�FRPSHWLWLYH�SUHVVXUHV�FRPPRQO\�DVVRFLDWHG�ZLWK
IRUHLJQ�WUDGH�ZHUH�SUHVHQW�LQ�&]HFKRVORYDNLD�V�WUDGH�ZLWK�WKH�&0($�

3ULFH�GLVWRUWLRQV�RI�FHUWDLQ�JRRGV� LQ�&0($�WUDGH� �XQGHUSULFLQJ�RI�6RYLHW�RLO�
RYHUSULFLQJ�RI�&]HFKRVORYDN�PDFKLQHU\�� VNHZHG� WKH�SLFWXUH�RI� WUDGH� SDWWHUQV
SUHVHQWHG�E\�RIILFLDO�VWDWLVWLFV��7KH�TXDOLWDWLYH�DQG�TXDQWLWDWLYH�GLIIHUHQFH�EHWZHHQ
SODQQHG�RU�DGPLQLVWHUHG�WUDGH�DQG�PDUNHW�GULYHQ�WUDGH�UHVXOWHG�LQ�WKH�IDFW�WKDW
WUDGH�ZDV�D�PLQRU�VRXUFH�RI�FRPSHWLWLRQ�WR�GRPHVWLF�SURGXFHUV�DQG�VWLPXOXV�WR
GRPHVWLF�H[SRUWHUV�WR�LPSURYH�WKHLU�SURGXFWV�WR�PHHW�HPHUJLQJ�WUHQGV�RQ�ZRUOG
PDUNHWV���

$FFRUGLQJ�WR�H[SRUW�VDOHV�UDWLRV�DQG�GHJUHHV�RI�LPSRUW�SHQHWUDWLRQ��IRXU�W\SHV�RI
LQGXVWU\�FDQ�EH�GLVWLQJXLVKHG�

C�'RPHVWLF�LQGXVWULHV�WKDW�ZHUH�UHODWLYHO\�FORVHG�WR�LPSRUWV�DQG�H[SRUWHG
RQO\�D�VPDOO�IUDFWLRQ�RI�WKHLU�SURGXFWLRQ��IRRG�LQGXVWULHV��ZRRG�DQG�SDSHU�
PHWDO� SURGXFWV�� LQGXVWULDO� FKHPLFDOV�� UXEEHU� DQG� OHDWKHU�� ,Q� WKH�PDUNHW
HFRQRPLHV�� VRPH� RI� WKHVH� LQGXVWULHV� DOVR� VHUYH� SULPDULO\� GRPHVWLF
FRQVXPSWLRQ��IRU�H[DPSOH�IRRG��EXW�WKH�ORZ�H[SRVXUH�WR�LQWHUQDWLRQDO�WUDGH
ZDV� YHU\� VSHFLILF� WR� &]HFKRVORYDNLD� LQ� VXFK� EUDQFKHV� DV� FKHPLFDOV�
HOHFWULFDO� HQJLQHHULQJ�� HWF��� DQG� UHIOHFWHG� WKH� GHILFLHQFLHV� RI� WKH
LQWHUQDWLRQDO�GLYLVLRQ�RI�ODERXU�LQ�WKH�&0($�DUHD�

C� ([SRUW�RULHQWHG� LQGXVWULHV�� FORWKLQJ�� IRRWZHDU�� IXUQLWXUH�� WUDQVSRUW
HTXLSPHQW��JODVV�DQG�FHUDPLFV�

C� ,QGXVWULHV� ZLWK� D� KLJK� OHYHO� RI� H[SRUWV� DQG� D� KLJK� GHJUHH� RI� LPSRUW
SHQHWUDWLRQ��HTXLSPHQW�IRU�YDULRXV�LQGXVWULHV��WH[WLOHV��SULQWLQJ�DQG�IRRG
LQGXVWULHV�PDLQO\���PHFKDQLFDO�HQJLQHHULQJ�DQG�VSHFLDOLW\�FKHPLFDOV�� ,Q
WKHVH� VHFWRUV�� GHJUHHV� RI� LQWHUQDWLRQDOLVDWLRQ� ZHUH� VLPLODU� WR� WKRVH� LQ
ZHVWHUQ�(XURSH��EXW� WKH\�UHIOHFWHG� WKH�VSHFLDO� LQWHUGHSHQGHQFH�EHWZHHQ
PHPEHU�FRXQWULHV�RI�WKH�&0($�WKDW�ZDV�EDVHG�RQ�VSHFLDOLVDWLRQ�DQG�WUDGH



�

LQ�ILQLVKHG�SURGXFWV��QRW�RQ�LQWUD�LQGXVWU\�WUDGH��0RUHRYHU��LPSRUWV�IURP
WKH�:HVW�ZHUH�RIWHQ�XVHG�WR�SURYLGH�WHFKQRORJ\�RU�FRPSRQHQWV�UHTXLUHG�WR
VXVWDLQ�H[SRUWV�WR�WKH�&0($�

C�3HWUROHXP�SURGXFWV�ZKRVH�SRVLWLRQ�UHIOHFWHG�&]HFKRVORYDNLD�V�DGYDQWDJH
LQ�UH�H[SRUWLQJ�WKH�RLO�LPSRUWHG�IURP�WKH�8665�LQ�WKH�IRUP�RI�SURFHVVHG
SURGXFWV�

,Q�WUDGH�ZLWK�WKH�WKHQ�&0($�FRXQWULHV��&]HFKRVORYDNLD�GLVSOD\HG�D�WUDGH�SDWWHUQ
VLPLODU�WR�WKDW�RI�GHYHORSHG�FRXQWULHV��H[SRUWLQJ�SULPDULO\�PDFKLQHU\�DQG�WUDQVSRUW
HTXLSPHQW�DQG�RWKHU�PDQXIDFWXUHG�JRRGV�DQG�LPSRUWLQJ�IXHOV�DQG�UDZ�PDWHULDOV�
,Q� WUDGH� �H[SRUWV� DV� ZHOO� DV� LPSRUWV�� ZLWK� PDUNHW� HFRQRPLHV�� WKH� VKDUH� RI
PDFKLQHU\�DQG�WUDQVSRUW�HTXLSPHQW�ZDV�PXFK�ORZHU��2Q�WKH�RWKHU�KDQG��IRRG��UDZ
PDWHULDOV��VHPL�PDQXIDFWXUHG�JRRGV�DQG�FKHPLFDOV�KDG�PXFK�KLJKHU�VKDUHV�LQ
&]HFK��&]HFKRVORYDN��H[SRUWV��7KXV��YLV�B�YLV�WKH�:HVW��&]HFKRVORYDNLD�V�WUDGH
SDWWHUQ� DSSHDUHG� FRQVLGHUDEO\� PRUH� GLYHUVLILHG� DFURVV� FRPPRGLWLHV�� DQG� WKH
GRPLQDQFH�RI�6WDQGDUG�,QWHUQDWLRQDO�7UDGH�&ODVVLILFDWLRQ��6,7&��FDWHJRU\���RQ�WKH
H[SRUW�VLGH�VR�HYLGHQW�LQ�&0($�WUDGH�ZDV�DEVHQW�LQ�WUDGH�ZLWK�WKH�:HVW�

�����7UDGH�5HRULHQWDWLRQ�LQ��������

,Q�WKH�FRXUVH�RI�WKH�SDVW�ILYH�\HDUV��WKH�IRUHLJQ�WUDGH�RI�WKH�&]HFK�5HSXEOLF�KDV
XQGHUJRQH� IXQGDPHQWDO� FKDQJHV� LQ� LWV� JHRJUDSKLFDO� DV� ZHOO� DV� FRPPRGLW\
VWUXFWXUH��$V�FRPSDUHG�ZLWK�������ZKHQ�����RI�WUDGH�WXUQRYHU�ZDV�UHSUHVHQWHG
E\�WUDGH�ZLWK�WKH�FRXQWULHV�RI�WKH�WKHQ�&0($�DQG�����E\�WUDGH�ZLWK�GHYHORSLQJ
FRXQWULHV��WKH�VKDUH�RI�WUDGH�WXUQRYHU�ZLWK�GHYHORSHG�PDUNHW�HFRQRPLHV�DPRXQWHG
WR� ���� LQ� ������ DQG� ZLWK� (XURSHDQ� FRXQWULHV� ZLWK� WUDQVLWLRQDO� HFRQRPLHV�
LQFOXGLQJ�WKH�6ORYDNLD�DQG�FRXQWULHV�RI�WKH�IRUPHU�8665��WR��������)RU�GHWDLOV�
VHH�WKH�$SSHQGL[�

,Q�WKH�ODVW�WZR�\HDUV��&]HFK�IRUHLJQ�WUDGH�KDV�GLVSOD\HG�SDUDGR[LFDO�GHYHORSPHQW�
ZKLOH�LQ�������XQGHU�WKH�FRQGLWLRQV�RI�WKH�ODVW�WUDFHV�RI�UHFHVVLRQ�DQG�UHODWHG�IDOOV
LQ�H[SRUWV�DQG�WUDGH�GHILFLWV�UHJLVWHUHG�LQ�D�QXPEHU�RI�GHYHORSHG�FRXQWULHV��WKH
&]HFK�5HSXEOLF�H[SHULHQFHG�D�PDUNHG�JURZWK�RI�H[SRUWV��EXW�D�GUDPDWLF�GHFOLQH
RI�H[SRUWV�WR�6ORYDNLD���DQG�DFKLHYHG�D�VXUSOXV�LQ�LWV�WUDGH�EDODQFH��LQ�������XQGHU
WKH�FRQGLWLRQV�RI�WKH�EHJLQQLQJ�ERRP�DQG�UHFRYHU\�RI�ZRUOG�WUDGH��WKH�JURZWK
UDWHV�RI�&]HFK�H[SRUWV�GHFOLQHG��LWV�JHRJUDSKLFDO�VWUXFWXUH�EHFDPH�LPEDODQFHG�DQG
WKH�WUDGH�EDODQFH�FORVHG�ZLWK�D�GHILFLW�

%DVHG�RQ�WKH�SUHOLPLQDU\�GDWD�RI�WKH�&]HFK�6WDWLVWLFDO�2IILFH��DQ�RYHUDOO�JURZWK
RI�IRUHLJQ�WUDGH�RI������EURXJKW�WKH�WUDGH�WXUQRYHU�LQ������WR�&=.�������ELOOLRQ�



�

LPSRUWV�LQFUHDVHG�E\�������WR�&=.�������ELOOLRQ�DQG�H[SRUWV�E\������WR�&=.
������ELOOLRQ��7KXV��WKH�EDODQFH�RI�WUDGH�FORVHG�ZLWK�D�GHILFLW�RI�&=.������ELOOLRQ
�DV�FRPSDUHG�ZLWK�D�VXUSOXV�RI�&=.������ELOOLRQ�LQ�������

7KH�ORZHU�G\QDPLFV�RI�H[SRUWV�LQ������ZHUH�GXH�WR�VHYHUDO�IDFWRUV��%HVLGHV�WKH
H[FKDQJH�UDWH�HIIHFWV�UHODWHG�ZLWK�WKH�SKDVLQJ�RXW�RI�WKH�GHYDOXDWLRQ�HIIHFW�DQG
ZLWK�WKH�RQJRLQJ�UHDO�YDOXDWLRQ�RI�WKH�FXUUHQF\��D�PDMRU�IDFWRU�ZDV�WKH�FRQWLQXHG
GHWHULRUDWLRQ�RI�WUDGH�UHODWLRQV�ZLWK�6ORYDNLD�H[SRUWV�WR�6ORYDNLD�GURSSHG�E\
QHDUO\������LQ�WKH�GHFOLQH�RI�H[SRUWV�WR�&KLQD�E\�WZR�WKLUGV��IROORZLQJ�WKHLU�KLJK
LQFUHDVH�LQ�������DQG�LQ�D�GHFOLQH�LQ�H[SRUWV�WR�WKH�GHYHORSLQJ�FRXQWULHV�E\������

7KH�GHYHORSPHQW�RI�PXWXDO�WUDGH�EHWZHHQ�WKH�&]HFK�5HSXEOLF�DQG�6ORYDNLD�LQ
������WKH�EDODQFH�RI�WUDGH�FORVHG�ZLWK�D�VXUSOXV�RI�&=.������ELOOLRQ�LQ�IDYRXU�RI
WKH�&]HFK�5HSXEOLF��DQG�LQ�WKH�ILUVW�PRQWKV�RI������UHVXOWHG�LQ�WKH�FRXUVH�RI�����
LQ�WKH�DGRSWLRQ�RI�D�QXPEHU�RI�RQH�VLGHG�SURWHFWLRQLVW�PHDVXUHV�E\�6ORYDNLD�D
���GHYDOXDWLRQ�RI� WKH�6ORYDN�FURZQ�DJDLQVW� WKH�FOHDULQJ�(&8��D�����LPSRUW
VXUFKDUJH��PDQGDWRU\� LPSRUW� FHUWLILFDWHV�� HWF��$OO� WKHVH�PHDVXUHV� UHSUHVHQWHG
VHULRXV�EDUULHUV�IRU�&]HFK�H[SRUWV�WR�6ORYDNLD�

([SRUWV� WR�6ORYDNLD�GURSSHG� LQ������E\�&=.������ELOOLRQ� WR�&=.����ELOOLRQ
�UHSUHVHQWLQJ�������RI�WKH�YDOXH�RI�H[SRUWV�LQ��������ZKLOH�LPSRUWV�IURP�6ORYDNLD
GHFOLQHG�RQO\�E\�&=.�����ELOOLRQ�WR�&=.������ELOOLRQ��L�H��������RI�WKH�YDOXH�RI
LPSRUWV�LQ��������,W�LV�HVWLPDWHG�WKDW��LQ�WKH�WLPH�VSDQ�RI�WZR�\HDUV��PXWXDO�WUDGH
GHFOLQHG�E\�DSSUR[LPDWHO\������L�H��E\�&=.����ELOOLRQ��,Q�������GHFOLQLQJ�H[SRUWV
ZHUH� UHJLVWHUHG� LQ� DOO� PDMRU� FRPPRGLW\� JURXSV� �IRRGVWXIIV�� PLQHUDO� IXHOV�
VHPL�ILQLVKHG�SURGXFWV��PDQXIDFWXUHG�SURGXFWV�DQG�PDFKLQHU\���,Q�WKH�VWUXFWXUH
RI�LPSRUWV��WKH�VKDUH�RI�IRRGVWXIIV��UDZ�PDWHULDOV��FKHPLFDOV�DQG�FRQVXPHU�JRRGV
LQFUHDVHG�� ZKLOH� PDLQO\� WKDW� RI� PDFKLQHU\� GHFUHDVHG�� ,Q� VSLWH� RI� WKH� DERYH
SUREOHPV��6ORYDNLD�FRQWLQXHG�WR�EH��DIWHU�*HUPDQ\��WKH�VHFRQG�ELJJHVW�WUDGLQJ
SDUWQHU�RI�WKH�&]HFK�5HSXEOLF�

%HWZHHQ������DQG������� WUDGH�ZLWK�RWKHU�FRXQWULHV�FRQWLQXHG� WR�JURZ��7UDGH
UHODWLRQV� ZLWK� GHYHORSHG� PDUNHW� HFRQRPLHV� LQWHQVLILHG�� 'HVSLWH� D� FHUWDLQ
LPSURYHPHQW�LQ�WKH�SUHFHGLQJ�\HDU��WUDGH�UHODWLRQV�ZLWK�WKH�FRXQWULHV�RI�&HQWUDO
DQG�(DVWHUQ�(XURSH�FDQQRW�EH�FRQVLGHUHG�VDWLVIDFWRU\�� ,Q� WKH� ORQJ� WHUP�� WKHVH
FRXQWULHV� VKRXOG�EHFRPH�DQ� LPSRUWDQW� VHJPHQW� RI� IRUHLJQ� WUDGH�RI� WKH�&]HFK
5HSXEOLF�

7KH�VKDUH�RI�WUDGH�ZLWK�GHYHORSHG�PDUNHW�HFRQRP\�FRXQWULHV�LQ�WRWDO�IRUHLJQ�WUDGH
WXUQRYHU�LQFUHDVHG�DJDLQ�LQ�������E\�����SHUFHQW�WR��������WKHLU�VKDUH�LQ�H[SRUWV
LQFUHDVHG�E\�����SHUFHQW�WR������DQG�WKDW�LQ�LPSRUWV�E\�����SHUFHQW�WR���������7KH



�������$IWHU�D�GHFOLQH�LQ�WKH�SUHFHGLQJ�\HDUV��WKH�YROXPH�RI�H[SRUWV�WKXV�UHDFKHG�WKH�OHYHO�RI������
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GHILFLW�RI�&=.������ELOOLRQ�LQFUHDVHG�E\�&=.�����ELOOLRQ��(XURSHDQ�8QLRQ�PHPEHU
FRXQWULHV�DFFRXQWHG�IRU�����RI�LQ�WRWDO�WUDGH�WXUQRYHU�DQ�LQFUHDVH�RI�����SHUFHQW�
+RZHYHU��DV�FRPSDUHG�ZLWK�������ZKHQ�WKH�EDODQFH�RI�WUDGH�ZLWK�WKHVH�FRXQWULHV
UHJLVWHUHG�D�VXUSOXV�RI�&=.�����ELOOLRQ��LQ������WKH�EDODQFH�VKLIWHG�LQWR�D�GHILFLW
RI�&=.�����ELOOLRQ��7KH�EDODQFH�RI�WUDGH�ZLWK�WKH�(XURSHDQ�)UHH�7UDGH�$VVRFLDWLRQ
�()7$��FRXQWULHV�DQG�RWKHU�GHYHORSHG�FRXQWULHV�FORVHG�ZLWK�D�GHILFLW��WRR�

7UDGH�ZLWK�(XURSHDQ�FRXQWULHV�ZLWK�WUDQVLWLRQDO�HFRQRPLHV�UHJLVWHUHG�DQ�LQFUHDVH
RI� WUDGH� WXUQRYHU� E\� DOPRVW� ���� �HVSHFLDOO\� LQ� WUDGH�ZLWK� 3RODQG��� RI�ZKLFK
H[SRUWV�LQFUHDVHG�E\��������DQG�LPSRUWV�E\��������ZLWK�D�UHVXOWLQJ�VXUSOXV�LQ�WKH
WUDGH�EDODQFH�RI�&=.������ELOOLRQ��7KHUH�ZHUH�WZR�GLVWLQFW�WUHQGV�LQ�WUDGH�EHWZHHQ
WKH�&]HFK�5HSXEOLF�DQG�WKH�&HQWUDO�(XURSHDQ�)UHH�7UDGH�$VVRFLDWLRQ��&()7$�
FRXQWULHV�D�GHFOLQH�LQ�WUDGH�ZLWK�6ORYDNLD�DQG�DQ�LQFUHDVH�LQ�WUDGH�ZLWK�WKH�RWKHU
PHPEHU�FRXQWULHV��3RODQG�DQG�+XQJDU\��7KH�VKDUH�RI�WKLV�WUDGH�UHSUHVHQWHG��LQ
������������RI�WRWDO�WUDGH�WXUQRYHU��DV�FRPSDUHG�ZLWK�������LQ�������������RI
WRWDO�&]HFK�H[SRUWV�DQG�������RI�WRWDO�&]HFK�LPSRUWV��7KLV�WUDGH�VHJPHQW�ZDV
FKDUDFWHULVHG�E\�D�FRQVLGHUDEOH�VXUSOXV�RI�WKH�WUDGH�EDODQFH�LQ�IDYRXU�RI�WKH�&]HFK
5HSXEOLF��&=.������ELOOLRQ�LQ������DQG�&=.������ELOOLRQ�LQ��������LQ�VSLWH�RI�WKH
GHFOLQH�RI�WKH�WUDGH�VXUSOXV�ZLWK�6ORYDNLD�RI�&=.����ELOOLRQ�

2Q� WKH�RWKHU�KDQG�� WKH� UHVXOWLQJ� WUDGH�GHILFLW�ZLWK� WKH�FRXQWULHV�RI� WKH� IRUPHU
8665��DPRXQWLQJ�WR�&=.����ELOOLRQ��ZDV�E\�D�PHUH�&=.�����ELOOLRQ�EHORZ�WKDW
LQ�������H[SRUWV�VOLJKWO\�LQFUHDVHG�DQG�LPSRUWV�VWDJQDWHG��3UDFWLFDOO\�WKH�HQWLUH
GHILFLW� RI� WKH� EDODQFH� RI� SD\PHQWV� ZLWK� WKH� FRXQWULHV� RI� WKH� IRUPHU� 8665
RULJLQDWHG�LQ�WUDGH�ZLWK�5XVVLD��GXH�WR�WKH�GLIIHUHQFH�EHWZHHQ�KXJH�LPSRUWV�RI
HQHUJ\�UDZ�PDWHULDOV��PDLQO\�FUXGH�RLO��DQG�ORZ�H[SRUWV��ZKLFK�UHJLVWHUHG�DQRWKHU
GHFOLQH�LQ�������E\�DSSUR[LPDWHO\������,Q�WKH�FDVH�RI�FHUWDLQ�FRXQWULHV�RI�WKH
IRUPHU�8665��H�J��%HODUXV��.D]DNKVWDQ�DQG�/LWKXDQLD��WUDGH�UHODWLRQV�DUH�EHLQJ
JUDGXDOO\� UHVWRUHG��GHVSLWH� WKH� ODFN�RI� WUDQVSDUHQF\� LQ� WKHLU�PDUNHWV��SD\PHQW
SUREOHPV��HWF�

$V�FRPSDUHG�ZLWK�������WRWDO�WUDGH�EHWZHHQ�WKH�&]HFK�5HSXEOLF�DQG�GHYHORSLQJ
FRXQWULHV�LQFUHDVHG�E\�������WKH�VKDUH�RI�H[SRUWV�WR�WKHVH�FRXQWULHV�GURSSHG�E\����
SHUFHQW��WR��������ZKLOH�WKH�VKDUH�RI�LPSRUWV�VOLJKWO\�LQFUHDVHG��E\�����SHUFHQW��
7KH�UHVXOWLQJ�WUDGH�EDODQFH�UHPDLQHG�IDYRXUDEOH�DW�&=.�����ELOOLRQ��D�GHFUHDVH�E\
DOPRVW� RQH�KDOI� DV� FRPSDUHG� ZLWK� ������ 7KH� WUHQGV� UHJLVWHUHG� LQ� WUDGH� ZLWK
GHYHORSLQJ� FRXQWULHV� DUH� QRW� VDWLVIDFWRU\� DQG� SRLQW� WR� D� QHHG� IRU� LQWHQVLILHG
FRPPHUFLDO�DFWLYLW\�LQ�WKHVH�PDUNHWV�



�

7UDGH�ZLWK�FRXQWULHV�KDYLQJ�D�VWDWH�WUDGLQJ�V\VWHP��ZKLFK�UHJLVWHUHG�D�PDUNHG
JURZWK�LQ������WKDQNV�WR�DQ�H[WUDRUGLQDU\�LQFUHDVH�LQ�WUDGH�ZLWK�&KLQD��GHFOLQHG
DJDLQ� LQ������ WR������([SRUWV�GHFOLQHG�HYHQ�PRUH�WR�������RI� WKH�YROXPH
DFKLHYHG�LQ�������:LWK�DQ�LQFUHDVH�RI�LPSRUWV�RI�PRUH�WKDQ�RQH�KDOI��WKH�SUHYLRXV
VXUSOXV�RI�DOPRVW�&=.���ELOOLRQ�ZDV�QHDUO\�HOLPLQDWHG�

$V�FRPSDUHG�ZLWK������DQG�������WKH�FRPPRGLW\�VWUXFWXUH�RI�&]HFK�IRUHLJQ�WUDGH
H[SHULHQFHG� FRQVLGHUDEOH� FKDQJHV� GXH� WR� WKH� QHZO\� LQFRUSRUDWHG� WUDGH� ZLWK
6ORYDNLD��7KHVH� FKDQJHV� DIIHFWHG� DOO� 6,7&�FRPPRGLW\� JURXSV�� DOWKRXJK�RQ� D
GLIIHUHQW�VFDOH�� ,Q������PDFKLQHU\�DQG� WUDQVSRUW�HTXLSPHQW�ZHUH�GRPLQDQW� LQ
H[SRUWV��WKH�VXEVHTXHQW�\HDU�VDZ�WKH�GRPLQDQFH�RI�PDQXIDFWXUHG�JRRGV�FODVVLILHG
FKLHIO\�E\�PDWHULDOV��$Q�LQFUHDVLQJ�WUHQG�ZDV�DOVR�VKRZQ�E\�LQGXVWULDO�SURGXFWV
DQG�UDZ�PDWHULDOV��RQ�WKH�RWKHU�KDQG��WKH�VKDUH�RI�IRRG�SURGXFWV�WHQGHG�WR�GHFOLQH�

'RPLQDQW� LQ� WKH�FRPPRGLW\�VWUXFWXUH�RI� LPSRUWV� WKURXJKRXW� WKH�HQWLUH�SHULRG
XQGHU� UHYLHZ� ZHUH� LPSRUWV� RI� HQJLQHHULQJ� SURGXFWV� ZLWK� D� VKDUH� H[FHHGLQJ
RQH�WKLUG�� LQ������� WKHLU�VKDUH�VOLJKWO\�GHFUHDVHG��7KH�VKDUHV�RI�PDQXIDFWXUHG
SURGXFWV�FODVVLILHG�E\�PDWHULDOV�DQG�PLVFHOODQHRXV�SURGXFWLRQ�LQFUHDVHG��WKH�VKDUH
RI�FKHPLFDOV�WHQGHG�WR�JURZ�DV�ZHOO��2Q�WKH�RWKHU�KDQG��LPSRUWV�RI�UDZ�PDWHULDOV
DQG�IXHO�UHJLVWHUHG�D�GHFOLQLQJ�WUHQG�

([SRUWV�RI�PDFKLQHU\�DQG�WUDQVSRUW�HTXLSPHQW�LQFUHDVHG�LQ������E\�D�PHUH����
DPRXQWHG�WR�&=.�����ELOOLRQ��WKHLU�VKDUH�LQ�WRWDO�H[SRUWV�IHOO�E\�����SHUFHQW��WR
��������$�GRPLQDQW�VKDUH�ZDV�UHFRUGHG�E\�H[SRUWV�RI�WUDQVSRUW�HTXLSPHQW��ZKLFK
DPRXQWHG� WR� &=.� ����� ELOOLRQ� �SDVVHQJHU� FDUV� &=.� ����� ELOOLRQ�� WUXFNV� DQG
VSHFLDOLVHG�YHKLFOHV�&=.�����ELOOLRQ��UDLOZD\�FDUULDJHV�&=.�����ELOOLRQ��DLUSODQHV
DQG�UHODWHG�HTXLSPHQW�&=.�����ELOOLRQ���([SRUWV�RI�SRZHU�JHQHUDWLQJ�PDFKLQHV
DQG� HTXLSPHQW�� FRQVWUXFWLRQ� PDFKLQHV�� DJULFXOWXUDO� PDFKLQHV�� PHWDOZRUNLQJ
PDFKLQHU\�DQG�PDFKLQHV�IRU�VSHFLILF�LQGXVWULDO�VHFWRUV��WH[WLOH��IRRG�SURFHVVLQJ�
SULQWLQJ�PDFKLQHV��HWF���DPRXQWHG�WR�&=.������ELOOLRQ��2QH�KDOI�RI�HQJLQHHULQJ
H[SRUWV��DPRXQWLQJ�WR�&=.������ELOOLRQ��ZHUH�RULHQWHG�WR�FRXQWULHV�ZLWK�GHYHORSHG
PDUNHW�HFRQRPLHV��RI�ZKLFK�QHDUO\�&=.����ELOOLRQ�ZHQW�WR�WKH�(8�DQG�&=.����
ELOOLRQ�WR�WKH�()7$�FRXQWULHV���H[SRUWV�DPRXQWLQJ�WR�&=.����ELOOLRQ�ZHUH�RULHQWHG
WR�WKH�GHYHORSLQJ�FRXQWULHV��VRPHZKDW�OHVV�WKDQ�&=.����ELOOLRQ�WR�FRXQWULHV�RI�WKH
IRUPHU� 8665�� DQG� &=.� ���� ELOOLRQ� WR� (XURSHDQ� FRXQWULHV� ZLWK� WUDQVLWLRQDO
HFRQRPLHV�

,PSRUWV�RI�HQJLQHHULQJ�SURGXFWV�LQFUHDVHG�E\�����DQG�DPRXQWHG�WR�&=.������
ELOOLRQ���:KLOH�WKHLU�VKDUH�LQ�WRWDO�LPSRUWV�GHFOLQHG�E\�����SHUFHQW�WR��������WKH\
FRQWLQXHG�WR�UHSUHVHQW�WKH�ELJJHVW�LPSRUW�FRPPRGLW\�JURXS��$V�FRPSDUHG�ZLWK
������WKH�SDUWLDO�GHILFLW�LQ�WKLV�JURXS�LQFUHDVHG�E\�VRPH�&=.����ELOOLRQ�WR�&=.



�������,QVWHDG�RI�WKH�KLJKHVW�OHYHO�RI�6,7&�FODVVLILFDWLRQ�RI�LPSRUWHG�JRRGV��D�PRUH�GHWDLOHG
FODVVLILFDWLRQ�ZDV�XVHG�ZKLFK�HQDEOHV�XV�WR�DFKLHYH�PRUH�DFFXUDWH�UHVXOWV�
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�����ELOOLRQ��0RUH�WKDQ�����RI�LPSRUWV�LQ�WKLV�FRPPRGLW\�JURXS�ZHUH�UHSUHVHQWHG
E\�SURGXFWLRQ�PDFKLQHU\�DQG�HTXLSPHQW��DQG�QHDUO\�RQH� IRXUWK�E\�RIILFH�DQG
DXWRPDWLF�GDWD�SURFHVVLQJ�PDFKLQHV��WHOHFRPPXQLFDWLRQV�HTXLSPHQW�DQG�DXGLR
HTXLSPHQW��,PSRUWV�RI�SDVVHQJHU�FDUV�DPRXQWHG�WR�&=.������ELOOLRQ��0RUH�WKDQ
����RI�HQJLQHHULQJ�SURGXFWV�ZHUH�LPSRUWHG�IURP�FRXQWULHV�ZLWK�GHYHORSHG�PDUNHW
HFRQRPLHV��2I�JUHDW�LPSRUWDQFH�IRU�WKH�IXWXUH�RI�WKH�&]HFK�HFRQRP\�DUH�LPSRUWV
RI�PRGHUQ�PDFKLQHU\�DQG�WHFKQRORJLFDO�HTXLSPHQW��HVSHFLDOO\�IRU�LQGXVWU\��ZKRVH
H[SRUW�SHUIRUPDQFH�ZLOO�EH�RI�FUXFLDO�VLJQLILFDQFH�

,Q�WKH�FDWHJRU\�RI�IRRG�SURGXFWV��WKH�SUHYLRXV�VXUSOXV�VKLIWHG�WR�D�GHILFLW�RI�&=.
����ELOOLRQ��D�GHFUHDVH�RI�&=.�����ELOOLRQ���7KH�VKLIW�ZDV�FDXVHG�E\�D�GHFOLQH�LQ
H[SRUWV�RI�PRUH�WKDQ������L�H��E\�&=.�����ELOOLRQ��RI�ZKLFK�H[SRUWV�WR�6ORYDNLD
E\�&=.�����ELOOLRQ���ZLWK�WKH�VLPXOWDQHRXV�LQFUHDVH�RI�LPSRUWV�E\�QHDUO\������L�H
E\�&=.���ELOOLRQ��� ,PSRUWV�RI� OLYH�DQLPDOV��PHDW�DQG�PHDW�SURGXFWV�GRXEOHG�
LPSRUWV�RI�ILVK��IUXLW�DQG�YHJHWDEOHV�LQFUHDVHG�E\�RQH�WKLUG��LPSRUWV�RI�FRIIHH�E\
PRUH�WKDQ�WZR�WKLUGV��LQ�WKH�ODWWHU�FDVH��UHIOHFWHG�LQ�WKH�JURZWK�LV�SULFH�LQFUHDVH�RI
�������7KH�FDWHJRU\�RI�FKHPLFDOV�DQG�UHODWHG�SURGXFWV�UHJLVWHUHG�D�GHILFLW�RI�&=.
O��O�ELOOLRQ��E\�WZR�WKLUGV�PRUH�WKDQ�LQ��������WKH�JURZWK�UDWH�RI�LPSRUWV��E\�����
ZDV�WZLFH�DV�PXFK�DV�WKDW�RI�H[SRUWV���������7KH�FDWHJRU\�RI�PDQXIDFWXUHG�JRRGV
FODVVLILHG�FKLHIO\�E\�PDWHULDOV�LQFUHDVHG�LWV�VKDUH�LQ�H[SRUWV��WR��������DV�ZHOO�DV
LPSRUWV��WR��������DQG��GHVSLWH�WKH�IDFW�WKDW�WKH�JURZWK�UDWH�RI�LPSRUWV�H[FHHGHG
WKDW�RI�H[SRUWV��UHJLVWHUHG�D�VXUSOXV�RI�&=.������ELOOLRQ�

7KH�OHDG�RI�WKH�JURZWK�UDWH�RI�H[SRUWV�RYHU�WKDW�RI�LPSRUWV�RI�LQGXVWULDO�SURGXFWV
UHVXOWHG�LQ�DQ�LQFUHDVH�RI�WKH�VKDUH�RI�WKLV�FRPPRGLW\�JURXS�LQ�ERWK�WRWDO�H[SRUWV
DQG�LPSRUWV��$V�FRPSDUHG�ZLWK�������WKH�SDUWLDO�VXUSOXV�LQFUHDVHG�E\�&=.����
ELOOLRQ�WR�VRPH�&=.���ELOOLRQ���6LPLODU�WUHQGV��L�H��KLJKHU�JURZWK�UDWHV�RI�H[SRUWV�
ZHUH�UHJLVWHUHG�LQ�UDZ�PDWHULDOV��ZLWK�WKH�UHVXOWDQW�LQFUHDVH�RI�WKH�SDUWLDO�VXUSOXV
RI� WKLV� JURXS�RI�&=.�����ELOOLRQ� WR�&=.���ELOOLRQ�� �([SRUWV�RI�PLQHUDO� IXHOV
GHFOLQHG��DQG�ZLWK�WKH�VOLJKW�LQFUHDVH�RI�LPSRUWV��WKH�UHVXOWLQJ�GHILFLW�LQFUHDVHG�E\
&=.���ELOOLRQ��WR�&=.������ELOOLRQ���,Q�����������PLOOLRQ�WRQV�RI�FUXGH�RLO��WKH
VDPH�TXDQWLW\�DV�LQ�������EXW�����ELOOLRQ�WRQV�PRUH�WKDQ�LQ�������DQG�����ELOOLRQ
P��RI�QDWXUDO�JDV������ELOOLRQ�P��PRUH�WKDQ�LQ������DQG�����ELOOLRQ�P��PRUH�WKDQ
LQ�������ZHUH�LPSRUWHG�

,Q�WKH�W\SH�RI�XVH��EUHDNGRZQ�RI�WKH�FRPPRGLW\�VWUXFWXUH�RI�IRUHLJQ�WUDGH��WKH
VKDUH�RI�LPSRUWV�IRU�SULYDWH�FRQVXPSWLRQ�LQFUHDVHG�E\�����SHUFHQW�WR������DW�WKH



�

H[SHQVH�RI�WKH�VKDUH�RI�LQYHVWPHQW�JRRGV��ZKLFK�GHFOLQHG�E\�����SHUFHQW�WR�����
DQG�WKDW�RI�SURGXFWV�IRU�PDQXIDFWXULQJ��D�GHFOLQH�RI�����SHUFHQW�WR��������7KH
VDPH�FODVVLILFDWLRQ�RI�H[SRUWV�SRLQWHG�WR�RQO\�PLQRU�VWUXFWXUDO�FKDQJHV��WKH�VKDUH
RI�SURGXFWV�IRU�SULYDWH�FRQVXPSWLRQ�LQFUHDVHG�E\�����SHUFHQW�WR��������LQYHVWPHQW
JRRGV�GHFOLQHG�E\�����SHUFHQW�WR�������DQG�SURGXFWV�IRU�PDQXIDFWXULQJ�VWDJQDWHG
DW�������

*HUPDQ\�FRQWLQXHG�WR�EH�WKH�PRVW�LPSRUWDQW�WUDGLQJ�SDUWQHU��7KDQNV�WR�WKH�KLJKHU
JURZWK�RI�H[SRUWV��E\�DV�PXFK�DV�RQH�ILIWK���LWV�VKDUH�LQ�WRWDO�&]HFK�H[SRUWV�URVH
IURP�����WR��������ZKLOH�LWV�VKDUH�LQ�WRWDO�LPSRUWV���������UHPDLQHG�XQFKDQJHG�
7KH�VXUSOXV�RI�WKH�WUDGH�EDODQFH�LQFUHDVHG�WR�&=.������ELOOLRQ��IURP�&=.����
ELOOLRQ� LQ��������7KH� FRPPRGLW\� VWUXFWXUH�RI�&]HFK�H[SRUWV� WR�*HUPDQ\�ZDV
FKDUDFWHULVHG�LQ������E\�DQ�LQFUHDVH�LQ�WKH�VKDUH�RI�PDQXIDFWXUHG�JRRGV�DQG�E\
D�GHFOLQH�LQ�WKH�VKDUH�RI�H[SRUWV�RI�UDZ�PDWHULDOV�DQG�IRRGVWXIIV�

7KH�JURXS�RI�PDQXIDFWXUHG�JRRGV�FODVVLILHG�E\�PDWHULDOV�UHSUHVHQWHG�WKH�GRPLQDQW
FRPPRGLW\�JURXS��WKH�H[SRUWV�RI�ZKLFK�UHJLVWHUHG�DQ�LQFUHDVH�RI�RQH�WKLUG�DQG�KDG
D�����VKDUH�LQ�WRWDO�H[SRUWV��RI�ZKLFK�RQH�IRXUWK�ZDV�UHSUHVHQWHG�E\�H[SRUWV�RI
LURQ�DQG�VWHHO�SURGXFWV�DW�YDU\LQJ�GHJUHHV�RI�SURFHVVLQJ�DQG�DQRWKHU�RQH�IRXUWK�E\
JODVV� SURGXFWV�� FHPHQW� DQG� EXLOGLQJ� PDWHULDOV�� 7KH� VKDUH� RI� PDFKLQHU\� DQG
WUDQVSRUW�HTXLSPHQW�LQ�WRWDO�H[SRUWV�LQFUHDVHG�E\�����SHUFHQW�WR��������H[SRUWV�LQ
WKLV�JURXS�LQFOXGH�PDFKLQHU\�DQG�HTXLSPHQW�ZRUWK�&=.������ELOOLRQ��SDVVHQJHU
FDUV�ZRUWK�&=.�����ELOOLRQ��DQG�HOHFWULFDO�HTXLSPHQW��DSSDUDWXV�DQG�DSSOLDQFHV
ZRUWK�&=.�����ELOOLRQ�

'RPLQDQW�LQ�LPSRUWV�ZDV�WKH�JURXS�RI�PDFKLQHU\�DQG�WUDQVSRUW�HTXLSPHQW��WKH
VKDUH�RI�ZKLFK�GURSSHG�E\�����SHUFHQW� WR������:LWKLQ� WKLV�JURXS�� LPSRUWV�RI
PDFKLQHU\�VWDJQDWHG��LPSRUWV�RI�HOHFWULFDO�DSSDUDWL�DQG�DSSOLDQFHV�LQFUHDVHG�E\
�����SDVVHQJHU�FDUV�E\������DPRXQWLQJ�WR�&=.�����ELOOLRQ��LPSRUWV�RI�SDVVHQJHU
FDUV�IURP�*HUPDQ\�KDG�D����VKDUH�LQ�WRWDO�LPSRUWV�IURP�WKLV�FRXQWU\�DQG�����LQ
LPSRUWV�RI�PDFKLQHU\�DQG�HTXLSPHQW���,QFUHDVHG�VKDUHV�ZHUH�UHJLVWHUHG�PDLQO\�LQ
LPSRUWV�RI�PDQXIDFWXUHG�SURGXFWV�FODVVLILHG�E\�PDWHULDOV��E\�����SHUFHQW�WR�������
DQG�LPSRUWV�RI�FKHPLFDOV��E\�����SHUFHQW�WR��������

$XVWULD�ZDV�WKH�WKLUG�ELJJHVW�WUDGLQJ�SDUWQHU��ZKRVH�VKDUH�LQ�WRWDO�H[SRUWV�ZDV
�����DQG�LQ�WRWDO�LPSRUWV�������7KH�JURZWK�UDWH�RI�H[SRUWV��E\��������H[FHHGHG
WKDW� RI� LPSRUWV� ���������7KXV�� WKH� GHILFLW� UHJLVWHUHG� LQ� ����� �&=.���ELOOLRQ�
GHFUHDVHG�WR�&=.�����ELOOLRQ��,Q�WHUPV�RI�WKH�VKDUH�RI�SURGXFWV�FKDUDFWHULVHG�E\
KLJKHU�YDOXH�DGGHG��WKH�VWUXFWXUH�RI�&]HFK�H[SRUWV�WR�$XVWULD�LV�QRW�IDYRXUDEOH��DQG
WKH� SHUIRUPDQFH� RI� ����� SRLQWHG� WR� DGGLWLRQDO� GHWHULRUDWLRQ� LQ� WKLV� DUHD�� 7KH
KLJKHVW�JURZWK�LQ�H[SRUWV��������ZDV�UHJLVWHUHG�E\�UDZ�PDWHULDOV��ZKRVH�VKDUH



��

H[FHHGHG�RQH�WKLUG� �PDLQO\�FRQLIHURXV�ZRRG�� LURQ�DQG�VWHHO�VFUDS�DQG�ZDVWH��
,PSRUWV� RI� RLO� PRUH� WKDQ� GRXEOHG�� LPSRUWV� RI� IRRGVWXIIV� �PDLQO\� IUXLW� DQG
YHJHWDEOHV��LQFUHDVHG�E\�RQH�KDOI��7KH�GRPLQDQW�FRPPRGLW\�JURXS�LQ�LPSRUWV
IURP�$XVWULD��KRZHYHU��ZDV�PDFKLQHU\�DQG�WUDQVSRUW�HTXLSPHQW��ZLWK�D�VKDUH�RI
�����LPSRUW�JURZWK�ZDV�UHJLVWHUHG�PDLQO\�E\�PDFKLQHU\��WHOHFRPPXQLFDWLRQV
WHFKQRORJ\�DQG�HOHFWULFDO�DSSOLDQFHV��

���,PSHGLPHQWV�WR�([SRUWV�'HPDQG�6LGH

�����2ULHQWDWLRQ�WR�/RZ�'HPDQG�DQG�&RPPRGLW\�*URXSV

$W�D�VXIILFLHQWO\�ORZ�H[FKDQJH�UDWH��PRVW�LQGXVWULHV��RU�DW�OHDVW�PDQ\�ILUPV�LQ
PDQ\�LQGXVWULHV��ILQG�WKDW�LW�LV�SURILWDEOH�WR�H[SRUW��7KXV��LQ�WKH�&]HFK�5HSXEOLF�
PDQ\�VHFWRUV�WKDW�SUHYLRXVO\�FRXOG�QRW�EUHDN�LQWR�ZRUOG�PDUNHWV�DQG�WKDW�ZHUH
H[SHFWHG� WR� EH� WKH� ILUVW� YLFWLPV� RI� WKH� �RSHQLQJ� WR� WKH�:HVW�� KDYH� EHFRPH
LPSRUWDQW�H[SRUWHUV�WR�WKH�ZRUOG�PDUNHW��7KH�UHDVRQ�IRU�WKHLU�H[SRUW�VXFFHVV�LV�QRW
QHFHVVDULO\�WKDW�WKH\�KDYH�D�ORQJ�WHUP�FRPSDUDWLYH�DGYDQWDJH�YLV�B�YLV�ILUPV�LQ
RWKHU�VHFWRUV�LQ�WKH�&]HFK�5HSXEOLF�

3HQHWUDWLRQ�LQWR�IRUHLJQ�PDUNHWV�E\�PHDQV�RI�ORZHU�SULFHV�LV�PRVW�HDVLO\�DFKLHYHG
IRU�JRRGV�WKDW�DUH�VWDQGDUGLVHG�DQG�KRPRJHQHRXV�DQG�ZKRVH�TXDOLW\�LV�HDV\�WR
MXGJH��)RU�VXFK�JRRGV��EX\HUV�DUH�ZLOOLQJ�WR�VZLWFK�IURP�RQH�VHOOHU�WR�DQRWKHU�DQG
ORQJ�WHUP�EX\HU�VHOOHU�FRPPLWPHQWV�DUH�UDUH��7KXV��LW�LV�QRW�VXUSULVLQJ�WKDW�WKH
&]HFK�5HSXEOLF�KDV�VHHQ�D�ODUJH�LQFUHDVH�LQ�LWV�H[SRUWV�RI�UDZ�PDWHULDOV��VHPL�
PDQXIDFWXUHG�JRRGV�DQG�RWKHU��VWDQGDUG��LQGXVWULDO�SURGXFWV��0RUH�VRSKLVWLFDWHG
FRQVXPHU�JRRGV��PDFKLQHU\�DQG�HTXLSPHQW�DQG�FRPSOH[�SDUWV�DQG�FRPSRQHQWV
HQWHU� LQWHUQDWLRQDO� WUDGH� E\� GLIIHUHQW� PHDQV�� ,Q� VRPH� FDVHV�� IRUP�VSHFLILF
DGYDQWDJHV�LQ�WHFKQRORJ\��EXVLQHVV�VNLOOV��ILQDQFH��RU�EUDQG�QDPH�DQG�UHSXWDWLRQ
DUH�WKH�NH\�HOHPHQWV�LQ�SHQHWUDWLQJ�IRUHLJQ�PDUNHWV��,Q�RWKHU�FDVHV��FORVH�ILUP�WR�
ILUP�RU�LQWUDVHFWRUDO�FRQWDFWV�LQ�GLIIHUHQW�FRXQWULHV�FUHDWH�VXSSOLHU�EX\HU�UHODWLRQV
WKDW�UHVW�RQ�PXWXDO�WUXVW�DQG�VSHFLDOLVHG�VXE�FRQWUDFWLQJ�EHWZHHQ�ILUPV��&RQWDFWV
EHWZHHQ� EX\HU� DQG� VHOOHU� DUH� ORQJ�ODVWLQJ�� LQYROYH� FRQVLGHUDEOH� VSHFLDOLVHG
LQYHVWPHQW��DUH�EDVHG�RQ�TXDOLW\��UHOLDELOLW\�DQG�RWKHU�VLPLODU�FKDUDFWHULVWLF�DQG
WHQG�WR�EH�UHODWLYHO\�XQUHVSRQVLYH�WR�SULFH�

6XFK�DGYDQWDJHV�ZHUH�LUUHOHYDQW�WR�&]HFK�ILUPV�LQ�WKH�SDVW��7KHUHIRUH��GHYHORSLQJ
H[SRUW� SRWHQWLDO� LQ� WKHVH� VHFWRUV�ZLOO� WDNH�PRUH� WLPH� DQG� WKH� LQIXVLRQ� RI� WKH
H[SHUWLVH�RI�IRUHLJQ�ILUPV�

7KH�DIRUHPHQWLRQHG�IDFWV�DUH� UHIOHFWHG� LQ� IRUHLJQ� WUDGH� UHODWLRQV�RI� WKH�&]HFK
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5HSXEOLF�DQG�WKH�(8�ZKLFK�H[KLELW�D�FHUWDLQ�DV\PPHWU\�LQ�IDYRXU�RI�WKH�(8�LQ
PDQXIDFWXUHG�LWHPV��ILQDO�LQGXVWULDO�SURGXFWV���7KLV�VLWXDWLRQ�LV�VKRZQ�LQ�GHWDLO�LQ
WKH�$SSHQGL[�

�����)RUHLJQ�3URWHFWLRQ

7UDGH�SROLWLFDO� EDUULHUV� WR� LPSRUWV� FHUWDLQO\� EHORQJ� WR� WKH� PRVW� LPSRUWDQW
LPSHGLPHQWV� WR� WKH� LQFUHDVH� LQ� WKH�&]HFK�H[SRUWV��PDLQO\� WR�:HVWHUQ�(XURSH�
([SHFWDWLRQV� WKDW� WKHVH� LPSHGLPHQWV�ZLOO�GLVVROYH�ZLWK� WKH� LPSOHPHQWDWLRQ�RI
LQGLYLGXDO�FODXVHV�RI�WKH�(XURSH��$VVRFLDWLRQ��$JUHHPHQW�DQG�,QWHULP�$JUHHPHQW
RQ�7UDGH�DQG�5HODWHG�0DWWHUV�FRQFHUQLQJ�WKH�GLVPDQWOLQJ�RI�LPSRUW�UHVWULFWLRQ�RI
SDUWQHU�FRXQWULHV�VHHP�WR�EH�KDUGO\�MXVWLILHG��7KHUH�LV�D�ORW�RI�HYLGHQFH�LQ� WKH
LQWHUQDWLRQDO�WUDGH�WKDW�VXFK�GLVPDQWOLQJV�RI�WUDGLWLRQDO�WUDGH�EDUULHUV�KDYH�EHHQ
SURPSWO\�VXEVWLWXWHG�E\�WKH�LQWURGXFWLRQ�RI�QRQWUDGLWLRQDO�RQHV��ZKLFK�DUH�QRW�LQ
FRQWUDGLFWLRQ�ZLWK�*$77�UXOHV�QRU�ZLWK�UHJXODWLRQV�RI�WKH�(8���,QVWHDG�RI�HIIRUWV
WR�UHGXFH�WKH�LQFLGHQFH�RI�WKH�LPSOHPHQWDWLRQ�RI�VXFK�WUDGH�UHVWULFWLRQV��RQ�WKH
FRQWUDU\�WKH�LQFRUSRUDWLRQ�RI�QHZ�RQHV�LQWR�:72�UHJXODWLRQV��L�H��WKH�DFFHSWDQFH
RI� VR�FDOOHG� �VRFLDO� GXPSLQJ�� DQG� VR�FDOOHG� �HQYLURQPHQWDO� GXPSLQJ�� DV
SURVHFXWDEOH�RIIHQVHV��WHQGV�UDWKHU�WR�LQFUHDVH�LPSHGLPHQWV�WR�JURZWK�RI�H[SRUWV
RI�WUDQVLWLRQ�HFRQRPLHV�WR�WKH�:HVW�

(8�FRXQWULHV
�
$FFRUGLQJ� WR� WKH� (XURSH�$JUHHPHQW�� WDULII� EDUULHUV� IRU� WKH� &]HFK� H[SRUWV� RI
LQGXVWULDO�SURGXFWV�ZHUH�UHGXFHG�VXEVWDQWLDOO\�IURP�-DQXDU\����������7KH�WDULIIV
DUH�LPSRVHG�RQO\�RQ�

C�PHWDOOXUJLFDO�SURGXFWV��WDULII�WR�HQG�-DQXDU\���������
C�WH[WLOH�SURGXFWV��WDULII�WR�HQG�-DQXDU\����������

$V� IDU� DV� WKH� YHU\� FRPSOLFDWHG� DUHD� RI� WKH� DJULFXOWXUDO� WUDGH� LV� FRQFHUQHG�
FRQFHVVLRQV�PDGH�RQ�ERWK�WKH�&]HFK�DQG�(8�VLGHV�ZHUH�XWLOLVHG�PRUH�HIIHFWLYHO\
E\�WKH�:HVW�(XURSHDQ�FRXQWULHV�
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4XDQWLWDWLYH�UHVWULFWLRQV�LPSRVHG�E\�(8�PHPEHU�FRXQWULHV�RQ�LPSRUWV�IURP�WKH
&]HFK�5HSXEOLF�GLIIHU�LQ�WKHLU�LPSDFW�RQ�WUDGH��H�J��LQ�WH[WLOH�SURGXFWV�

FDWHJRU\ GHVFULSWLRQ��SURGXFW�
TXRWD�XWLOLVDWLRQ

���� ���������
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FRWWRQ�IDEULFV�SURFHVVHG
FRWWRQ�IDEULFV�UDZ
V\QWKHWLF�IDEULFV
VZHDWHUV��SXOORYHUV��YHVWV
PHQ�V�DQG�ER\V��VKLUWV
PHQ�V�DQG�ER\V��VXLWV
ODGLHV��DQG�JLUOV��GUHVVHV
ZRYHQ�DLU�PDWWUHVVHV�
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7KH�TXRWD�XWLOLVDWLRQ�LV�KLJKHU�LQ�UDZ�IDEULFV�DQG�RWKHU�VHPL�ILQLVKHG�SURGXFWV��,Q
ILQDO�PDQXIDFWXUHG�LWHPV�LW�LV�YHU\�ORZ��GXH�WR�ERWK�(8�GRPHVWLF�DQG�)DU�(DVW
FRPSHWLWLRQ�� ,Q� WKH� FDWHJRU\� RI� JDUPHQWV� �UHDG\�PDGH� VXLWV� DQG� GUHVVHV�� WKH
PHWKRG�RI�RXWZDUG�SURFHVVLQJ�WUDIILF��237��LV�RIWHQ�UHSODFLQJ�GLUHFW�LPSRUWV�WR�WKH
(8�

4XDQWLWDWLYH�UHVWULFWLRQV�RQ�&]HFK�H[SRUWV�RI�WH[WLOH�SURGXFWV�DUH�QRW�WKH�PDLQ
FDXVH�RI� OLPLWHG�H[SRUWV�� ,W� LV�PRUH�RU� OHVV� WKH�PDUNHW�DFFHSWDQFH� �DEVRUSWLRQ
FDSDFLW\���)URP�WZHQW\�IRXU�OLPLWHG�FDWHJRULHV�RI�SURGXFWV�RQO\�WKUHH�ZHUH�XWLOLVHG
WR��������SHUFHQW��)RU�WKH�UHVW��WKH�XWLOLVDWLRQ�RI�WKH�TXRWDV�ZDV�RQO\�DURXQG���
SHUFHQW�

$V� IRU� WKH� VWHHO� LQGXVWU\� SURGXFWV� �ILYH� LWHPV��� WKH� TXRWDV� VHW� IRU� �����ZHUH
GLVWLQFWO\�UHVWULFWLYH��DV�WKH�H[SRUW�SRVVLELOLWLHV�IRU�&]HFK�VWHHO�SURGXFWV�DUH�JUHDWHU
WKDQ�WKH�TXRWDV�DOORZHG��$FFRUGLQJ�WR�WKH�0LQLVWU\�RI�)RUHLJQ�$IIDLUV�RI�WKH�&]HFK
5HSXEOLF��TXRWDV�ZHUH�XWLOLVHG�DV�IROORZV�

LWHP
8WLOLVDWLRQ�RI�TXRWD�LQ��

���� ���������

VKHHWV��FROG�UROOLQJ�
VWHHO�ZLUH
FRLOV��KRW�UROOLQJ�
VHDPOHVV�WXEHV
ZHOGHG�WXEHV

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

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

ORZ�XWLOLVDWLRQ�LQIOXHQFHG�E\��DQWL�GXPSLQJ�SURFHGXUHV��UHYRNHG�DV�ODWH�DV�2FWREHU�����
7KH�TXRWD�RI�������WRQQHV�ZDV�XWLOLVHG�XS�WR��������WRQQHV�GXH�WR�]HUR�GXW\�H[FKDQJH�RI�FRLOV�ZLWK
WKH�WHUULWRU\�RI�WKH�IRUPHU�*'5��1HXH�%XQGHVOiQGHU��



� � � ����6LQFH�-DQXDU\�������WKH�&]HFK�JRYHUQPHQW�LV�DW�OHDVW�LQIRUPHG�LQ�DGYDQFH�LI�DQ�DQWL�
GXPSLQJ�SURFHGXUH�VWDUWV�

��

$QWL�GXPSLQJ�SURFHGXUHV�DUH�HDV\�WR�VWDUW�XQOLNH�DSSURYLQJ�GXPSLQJ��ZKLFK�LV
WLPH�FRQVXPLQJ�DQG�UHSUHVHQWV�D�VLJQLILFDQW�LPSHGLPHQW�WR�&]HFK�H[SRUWV��9HU\
RIWHQ��WKHUH�DUH�XQMXVWLILHG�FRPSODLQWV�ZKLFK�UHVXOW�LQ�WHPSRUDU\�GURSV�LQ�H[SRUWV
�HYHQ�IRU�VHYHUDO�PRQWKV���

()7$�DQG�&()7$

7KH�()7$�&]HFK�DJUHHPHQW�LV�PRUH�OLEHUDO�WKDQ�WKH�(XURSH�$JUHHPHQW���7KH
PDLQ�GLIIHUHQFH� OLHV� LQ� WKH�VFRSH�DQG�DSSOLFDWLRQ�RI�H[HPSWLRQV�IRU��VHQVLWLYH
VHFWRUV���ZKLFK�LQ�WKH�FDVH�RI�()7$�DUH�YHU\�IHZ�DQG�DSSO\�RQO\�WR�VSHFLILF�()7$
FRXQWULHV��)XUWKHUPRUH��FRPPLWPHQWV�WR�DEROLVK�WKHVH�H[HPSWLRQV�WHQG�WR�EH�PRUH
VSHFLILF�WKDQ�HTXLYDOHQW�SURYLVLRQV�LQ�WKH�(XURSH�$JUHHPHQW�

,Q� UHJDUG� WR�&()7$��SHUVLVWHQW� WDULIIV�DQG� WKHLU� VORZ� UHPRYDO� �WKHUH�DUH�HYHQ
HIIRUWV�WR�VORZ�GRZQ�WKH�DOUHDG\�DJUHHG�RQ�SURFHGXUHV���WRJHWKHU�ZLWK�WHFKQLFDO
EDUULHUV� LQ� WKH� IRUP� RI� YDULRXV� FHUWLILFDWLRQ� SURFHGXUHV�� UHSUHVHQW� RWKHU
LPSHGLPHQWV�

�����3D\PHQW�$UUDQJHPHQWV

:KLOH� WKH� LQVWLWXWLRQDO� DQG� OHJLVODWLYH� EDFNJURXQG� IRU� &]HFK� H[SRUWHUV� RQ
LQWHUQDWLRQDO�PDUNHWV�LV�VXLWDEOH��PRUH�RU�OHVV���HFRQRPLF�FRQGLWLRQV�IRU�&]HFK
H[SRUWHUV�DUH�PXFK�OHVV�IDYRXUDEOH�ZKHQ�FRPSDUHG�ZLWK�WKHLU�FRPSHWLWRUV��7KH
PDLQ�GLIIHUHQFHV�FDQ�EH�IRXQG�LQ�FUHGLWLQJ�DQG�LQVXULQJ�H[SRUWV��:H�PXVW�DGPLW
WKDW�WKHUH�KDYH�EHHQ�HIIRUWV�WR�DVVLVW�H[SRUWHUV�E\�FUHDWLQJ�WKH�([SRUW�*XDUDQWHH
DQG�,QVXUDQFH�&RUSRUDWLRQ��(*$3��DQG�WKH�&]HFK�([SRUW�%DQN��&(%���EXW�LQ�OLJKW
RI� WKHLU� YHU\� OLPLWHG� VRXUFHV� DQG� WKH� VFRSH� RI� DFWLYLWLHV�� WKHVH� LQLWLDWLYHV� DUH
LQVXIILFLHQW��0RUHRYHU��(*$3�VHHPV�WR�IDYRXU�ODUJH�H[SRUWHUV��DQG�WKH�VLWXDWLRQ
LQ�WKH�VHFWRU�RI�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV�LV�YHU\�GLIILFXOW��7KHUH�DUH
SUREOHPV� FDXVHG� E\� KLJK� LQWHUHVW� UDWHV�� EXW� DOVR� E\� KLJK� FROODWHUDO� ZKLFK
FRPSOLFDWHV�DFFHVV�WR�FUHGLWV��

$V�DQ�H[DPSOH�RI�DYDLODEOH�VHUYLFHV�ZKLFK�KDYH�EHHQ�RIIHUHG�WR�H[SRUWHUV�RQO\
UHFHQWO\��ZH�FDQ�FKDUDFWHULVH�VHUYLFHV�RIIHUHG�WR�H[SRUWHUV�E\�WKH�²HVNRVORYHQVNg
REFKRGQm�EDQND� �&62%��� D�EDQN�ZKLFK�XVHG� WR�SURYLGH�JRYHUQPHQWDO� FUHGLWV
XQGHU�WKH�SUHYLRXV�V\VWHP���([SRUW�ILQDQFLQJ�IRU�&]HFK�DQG�6ORYDN�H[SRUWHUV�VWLOO
IRUPV�D�GHFLVLYH�SDUW�DERXW�����RI�LWV�HQWLUH�ORDQ�SRUWIROLR�
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$PRQJ�WUDGLWLRQDO�PHDQV�RI�LQGLYLGXDO�ILQDQFLQJ�RI�H[SRUW�RSHUDWLRQV��SXUFKDVHV
RI�OHWWHU�RI�FUHGLW�FODLPV�DQG�GLVFRXQWLQJ�RI�H[SRUW�ELOOV�RI�H[FKDQJH�DUH�LQ�WKH�WRS
SRVLWLRQ�ERWK�LQ�QXPEHU�DQG�YROXPH�RI�WUDQVDFWLRQV�DW�SUHVHQW��([SRUW�JXDUDQWHHV
EHLQJ�LVVXHG�UHSUHVHQW�RWKHU�WUDGLWLRQDO�EDQNLQJ�WRROV�

,Q� UHVSRQVH� WR� WKH� FKDQJLQJ� VLWXDWLRQ� DQG� QHZ� PDUNHW� QHHGV�� &62%� KDV
VXSSOHPHQWHG� LWV� H[LVWLQJ� VHUYLFHV� ZLWK� QHZ� SURGXFWV�� ,Q� FUHDWLQJ� WKHVH� QHZ
SURGXFWV��WKH�EDQN�GUHZ�QRW�RQO\�XSRQ�H[SHULHQFH�JDLQHG�LQ�WKH�SDVW�LQ�DUUDQJLQJ
ORDQV�IRU�H[SRUW�VXSSRUW�IRU�WKHQ�VRFLDOLVW�&]HFKRVORYDNLD�V�JRRGV��EXW�SDUWLFXODUO\
XSRQ�H[SHULHQFH�DV�WKH�UHFLSLHQW�RI�FRPPHUFLDO�EX\HU�V�FUHGLW�IURP�IRUHLJQ�EDQNV
IRU� ILQDQFLQJ� LPSRUWV�� XVXDOO\� ZLWK� LQVXUDQFH� IURP�:HVWHUQ� H[SRUW� LQVXUHUV�
&62%�V�FOLHQWV�ILQG�D�FRPSOHWH�SDFNDJH�RI�VHUYLFHV��VWDUWLQJ�ZLWK�SUH�FRQWUDFW
FRQVXOWDWLRQ�LQFOXGLQJ�FRQVXOWDWLRQ�RI�SD\PHQW�DQG�ORDQ�FRQGLWLRQV��WKH�VHOHFWLRQ
RI� DQ� DSSURSULDWH� IRUP� RI� ILQDQFLQJ�� UHFRPPHQGDWLRQ� RI� SD\PHQW� DQG� RWKHU
LQVWUXPHQWV�� DQG�HQGLQJ�ZLWK�� IRU�H[DPSOH�� VWUXFWXUHG� ILQDQFLQJ�RU� OLQNDJH�RI
YDULRXV� ORDQ�SURGXFWV�� SRVVLEO\� WKH�SDUWLFLSDWLRQ�RI�RWKHU�GRPHVWLF�RU� IRUHLJQ
SDUWQHU�EDQNV�LQ�MRLQW�ILQDQFLQJ�RU�WKH�FUHDWLRQ�RI�D�V\QGLFDWH�

$PRQJ�WKH�QHZ�IRUPV�RI�&62%�V�H[SRUW�ILQDQFLQJ�FRYHULQJ�WKH�IXOO�UDQJH�IURP
VKRUW�WHUP�ILQDQFLQJ��XS�WR�RQH�\HDU��WR�PLG�WHUP�DQG�ORQJ�WHUP�ILQDQFLQJ��RYHU
IRXU�RU� ILYH�\HDUV��DQG�XWLOLVLQJ� VWDWH� H[SRUW� VXSSRUW� WR�YDULRXV�GHJUHHV�� WKH
IROORZLQJ�SURGXFWV�FDQ�EH�PHQWLRQHG�

C�([SRUW�SUH�ILQDQFLQJ�RQ�WKH�EDVLV�RI�DVVHWV��7KLV�UHIHUV�WR�WKH�EDQN�V�SXUFKDVH�RI
WKH�H[SRUWHU�V�IXWXUH�FODLPV��ZKHUH�WKHVH�DUH�FODLPV�EDFNHG�E\�D�OHWWHU�RI�FUHGLW
LVVXHG�E\�D�IRUHLJQ�EDQN�WR�WKH�&62%�FOLHQW��7KH�H[SRUWHU�WKXV�UHFHLYHV�SD\PHQW
RI������RI�WKH�VKLSPHQW�SULRU�WR�WKH�WUDQVDFWLRQ�V�RFFXUUHQFH�DQG�SULRU�WR�WKH
VXEPLVVLRQ�RI�GRFXPHQWV�UHTXLUHG�E\�WKH�OHWWHU�RI�FUHGLW���7KH�SXUFKDVH�LV�GRQH
ZLWK�UHJUHVV��ZKLFK�PHDQV�ZLWK�WKH�ULJKW�WR�FDQFHO�SD\PHQW�LQ�FDVH�RI�WKH�EUHDFK
RI�OHWWHU�RI�FUHGLW�FRQGLWLRQV�E\�WKH�H[SRUWHU�RU�EUHDFK�E\�WKH�IRUHLJQ�EDQN���7KLV
SUH�ILQDQFLQJ�LV�JHQHUDOO\�PHDQW�IRU�D�VHOHFW�JURXS�RI�VROYHQW�FOLHQWV�DQG�LV�GRQH
LQ�IRUHLJQ�FXUUHQF\���$W�SUHVHQW��WKH�UDWHV�DUH�PRUH�IDYRXUDEOH�WKDQ�IRU�UHJXODU
FURZQ�ORDQV���7KLV�VHUYLFH�FDQ�EH�XVHG�HYHQ�IRU�VPDOOHU�FRQWUDFWV�

C�6KRUW�WHUP�ORDQV�DJDLQVW�(*$3�LQVXUDQFH��VHH�6HFWLRQ������7KHVH�DUH�RQH�\HDU
ORDQV�IURP�&62%�WR�WKH�H[SRUWHU�IRU�H[SRUW�GHOLYHULHV��JXDUDQWHHG�ZLWK�(*$3
LQVXUDQFH� DJDLQVW� FRPPHUFLDO� �DQG� SROLWLFDO�� LI� QHFHVVDU\�� ULVN�� � )LQDQFLQJ� RI
�������RI�WKH�VKLSPHQW�YDOXH��DV�GHILQHG�E\�WKH�DPRXQW�RI�(*$3�LQVXUDQFH��LV
GRQH� LQ�FURZQV��EXW�ZLWK�D�PRUH� IDYRXUDEOH� UDWH� WKDQ� IRU� UHJXODU� ORDQV�� �7KLV
ILQDQFLQJ�HQDEOHV�FOLHQWV�WR�DOORZ�WKHLU�SXUFKDVHUV�WR�GHOD\�SD\PHQW�DQG�WKXV�WR
EH�PRUH�FRPSHWLWLYH�LQ�WKH�PDUNHW�LQ�TXHVWLRQ���,W�LV�D�WRRO�WKDW�LV�DSSURSULDWH�IRU
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SURGXFHUV�ZKR�UHJXODUO\�VHOO�SDUW�RI�WKHLU�SURGXFWLRQ�LQ�KLJK�ULVN�PDUNHWV�

C�6KRUW�WHUP�H[SRUW�EX\HU�V�ORDQV���,Q�WKLV�FDVH�WKH�H[SRUWHU�LV�IXOO\��SURPSWO\�DQG
ZLWKRXW�UHJUHVV�SDLG�IURP�WKH�ORDQ��ZKLFK�&62%�SURYLGHV�WR�WKH�LPSRUWHU�V�EDQN
RQ�WKH�EDVLV�RI�DQ�LQWHU�EDQN�DJUHHPHQW�LQ�RUGHU�WR�ILQDQFH�WKH�IRUHLJQ�SXUFKDVHU
IRU�D�PD[LPXP�RI�RQH�\HDU���,QWHUHVW�FRVWV�DUH�ERUQH�E\�WKH�EX\HU��ZKR�UHFHLYHV
D�EDQN�ORDQ�ZLWKRXW�UHJDUG�WR�SURPSW�SD\PHQW�FRQGLWLRQV�LQ�WKH�FRQWUDFW���)RU
LPSRUW� WR� VROYHQW� FRXQWULHV�� (*$3� LQVXUDQFH� LV� QRW� UHTXLUHG�� 7KLV� VHUYLFH� LV
UHFRPPHQGHG�IRU�ODUJHU�FRQWUDFWV�

C�)RUIDLWLQJ��7KLV�LV�WKH�SXUFKDVH�RI�H[SRUW�FODLPV�ZLWKRXW�UHJUHVV�DQG�SD\DEOH
DFFRUGLQJ�WR� WKH�PDUNHW�RU� WHUULWRU\�FRQGLWLRQV�ZLWKLQ�ILYH�\HDUV�RU�� LQ�VSHFLDO
FDVHV��D�ORQJHU�SHULRG���,W�LV�EDFNHG�E\�D�OHWWHU�RI�FUHGLW�ZLWK�GHOD\HG�SD\PHQW�RU
D�ELOO�RI�H[FKDQJH�ZLWK�D�EDQN�JXDUDQWHH��RU�DV�DSSURSULDWH�ZLWK�D�EDQN�JXDUDQWHH
RU�(*$3�LQVXUDQFH��&62%�XVXDOO\�EX\V���������RU�LQ�H[FHSWLRQDO�FDVHV�HYHQ
�����RI�WKH�FODLPV�WKLV�LV�XQGHUVWRRG�WR�EH�IRU�D�VROYHQW�EDQN�LQ�FRXQWULHV�ZLWK
DFFHSWDEOH�ULVN�IDFWRUV���)RUIDLWLQJ�LV�DSSURSULDWH�SDUWLFXODUO\�IRU�ODUJH�H[SRUWHUV
H[SRUWLQJ�FRPSUHKHQVLYH�LQYHVWPHQWV�RQ�FUHGLW��WKH\�WKXV�DYRLG�ORDQ�EXUGHQV�RQ
LQYHVWPHQW�SURMHFWV�

C�7KH�PLG�WHUP�H[SRUW�EX\HU�V�FUHGLW�ZLWK�(*$3�LQVXUDQFH���7KLV�LV�D�PLG�WHUP
KDUG�FXUUHQF\�ORDQ�LVVXHG�E\�&62%�WR�WKH�IRUHLJQ�EX\HU�V�EDQN�DQG�LQ�H[FHSWLRQDO
FDVHV�WR�WKH�EX\HU���,W�LV�XVHG�WR�ILQDQFH�WKH�H[SRUW�RI�LQYHVWPHQW�SURMHFWV���$JDLQ�
WKH� H[SRUWHU� JHWV� SDLG� WKH� ORDQ� SRUWLRQ� RI� WKH� FRQWUDFW�� XVXDOO\� ���� RI� WKH
FRQWUDFW�V�YDOXH��LQ�IXOO�XSRQ�VXEPLVVLRQ�RI�GRFXPHQWV�VWLSXODWHG�LQ�WKH�FRQWUDFW�
+H�RU�VKH�WKXV�DYRLGV�PRVW�RI�WKH�ULVN�RI�SURYLGLQJ�ORDQV�WR�WKH�EX\HU��H[FHSW�IRU
KDOI�RI�WKH�XQLQVXUHG�SRUWLRQ�RI�WKH�ORDQ�ZKLFK�LV�WKH�H[SRUWHU�V�SDUWLFLSDWLRQ���,W
LV�LPSRUWDQW�WR�QRWH�WKDW�WKH�H[SRUWHU�LV�IXOO\�DEOH�WR�DFFHSW�IXUWKHU�ORDQV�IURP�KLV
EDQN�

$W�SUHVHQW��&62%�LV�LQ�YDULRXV�VWDJHV�RI�QHJRWLDWLRQ�ZLWK�D�QXPEHU�RI�VHOHFWHG
IRUHLJQ�EDQNV�IRU�WKH�SXUSRVHV�RI�HQWHULQJ�LQWR�D�IUDPHZRUN�DJUHHPHQW�UHJDUGLQJ
EDVLF�FRQGLWLRQV�IRU�ILQDQFLQJ�&]HFK�H[SRUWV�WR�PRVW�WDUJHW�FRXQWULHV��ZLWK�WKH�XVH
RI�(*$3�LQVXUDQFH���7KHVH�DJUHHPHQWV�JHQHUDOO\�SUHVXSSRVH�D�FKRLFH�RI�HLWKHU�D
IL[HG�UDWH��&,55��RU�YDULDEOH��XVXDOO\�VL[�PRQWK��/,%25�SOXV�WKH�DSSURSULDWH
PDUJLQ���7KH�DJUHHPHQWV�IXUWKHU�VWLSXODWH�WKH�DSSURSULDWH�VXP�DQG�OHQJWK�RI�WKH
ORDQ��WKH�PLQLPXP�VXP�IRU�LQGLYLGXDO�FRQWUDFWV�WKDW�FDQ�EH�ILQDQFHG�XQGHU�WKLV
DJUHHPHQW�� DGPLQLVWUDWLYH� IHHV�� FRPPLVVLRQ� DQG� RWKHU� FRQGLWLRQV�� &62%� KDV
DOUHDG\�VLJQHG�DQ�DJUHHPHQW�RI�WKLV�QDWXUH�ZLWK�D�/MXEOMDQD�EDQN�IRU�ILQDQFLQJ�RI
&]HFK�H[SRUWV�WR�6ORYHQLD�



��

$FFRUGLQJ�WR�&62%��SUHSDUDWLRQ�RI�LQGLYLGXDO�H[SRUW�ILQDQFLQJ�LQVWUXPHQWV��DQG
LQ�SDUWLFXODU�WKHLU�DSSOLFDWLRQ��GRHV�LQYROYH�FHUWDLQ�SUREOHPV���$PRQJ�WKH�PRVW
IUHTXHQW�SUREOHPV�DUH�

C�([SRUWHUV��UHTXHVWV�IRU�ILQDQFLQJ�H[SRUWV�WR�FRXQWULHV�WKDW�DUH�QRW�VXIILFLHQWO\
VROYHQW� IURP� WKH� SRLQW� RI� YLHZ� RI� WHUULWRULDO� ULVN� �SROLWLFDO� LQVWDELOLW\�� OHJDO
XQFHUWDLQW\�� HFRQRPLF� ULVNV� DQG� VR� RQ��� � 7KLV� LV� D� SUREOHP� WKDW� RIWHQ� LV� QRW
UHVROYHG�E\�(*$3�LQVXUDQFH��ZKLFK�LV�QRW�DOZD\V�FRPSOHWH�

C�([SRUWHUV��UHTXHVWV�IRU�H[FHVVLYHO\�ORQJ�WHUP�H[SRUW�ILQDQFLQJ��SDUWLFXODUO\�IRU
ODUJH�LQYHVWPHQW�SURMHFWV���7KLV�LV�D�SUREOHP�EHFDXVH�WKHVH�UHTXHVWV�DUH�EH\RQG�WKH
VFRSH�RI�WKH�XVXDO�UHILQDQFLQJ�SRVVLELOLWLHV�RI�FRPPHUFLDO�EDQNV��WKHVH�GD\V�D
PD[LPXP�RI�VHYHQ��PD\EH�HLJKW�\HDUV����7KLV�SUREOHP�VKRXOG�EH�VROYHG�WKURXJK
UHILQDQFLQJ�IURP�WKH�&(%��ZKLFK�DV�D�VRYHUHLJQ�LQVWLWXWLRQ�VKRXOG�KDYH�JUHDWHU
DFFHVV�WR�ORQJ�WHUP�VRXUFHV�

C�7KH�FRVW�RI�UHILQDQFLQJ�VRXUFHV�IRU�GRPHVWLF�EDQNV�LQ�FRPSDULVRQ�ZLWK�EDQNV�LQ
RWKHU� FRXQWULHV�� �7KLV�SUREOHP�VKRXOG�EH� VROYHG�E\� LQWHUHVW� UDWH� VXEVLGLHV�� DV
PHQWLRQHG�DERYH��DQG�WKXV�OLPLWHG�H[FOXVLYHO\�WR�&(%�

C�$QRWKHU�SUREOHP�WKDW�&62%�KDV�PHW�ZLWK�LV�ORZ�FDSLWDO�DYDLODELOLW\�RU�RWKHU
XQDFFHSWDEOH�IHDWXUHV�RI�EDQNV�LQ�VRPH�WDUJHW�FRXQWULHV���7KLV�LV�D�SUREOHP�WKDW
RIWHQ�FDQ�EH�UHVROYHG�RQO\�E\�UHTXHVWLQJ�JRYHUQPHQW�JXDUDQWHHV�IRU�WKH�IRUHLJQ
LPSRUWHU��WKH�LVVXDQFH�RI�WKLV�VRUW�RI�JXDUDQWHH�LV�OLPLWHG�LQ�PRVW�FRXQWULHV�

C� )LQDOO\�� WKH� RIWHQ� LQVXIILFLHQW� FUHGLW� UDWLQJ� RI� &]HFK� H[SRUWHUV�� QHHGHG� IRU
DUUDQJLQJ�DFFRPSDQ\LQJ�FRPPLWPHQWV�IURP�FRQWUDFWV�WKDW�KDYH�KDG�ORDQV�LVVXHG
IRU� WKHP�� VKRXOG� EH� VWUHVVHG�� )RU� H[DPSOH�� WKH� LVVXDQFH� RI� DGYDQFH� SD\PHQW
JXDUDQWHHV��SHUIRUPDQFH�JXDUDQWHHV��WKLV�LV�XQGHUVWRRG�WR�PHDQ�JXDUDQWHHV�RI�WKH
H[SRUWHU�WR�WKH�EX\HU�V�EHQHILW���HWF�

7UDGH�DPRQJ�&()7$�FRXQWULHV�KDV�EHHQ� LPSHGHG�E\� WKH�DEVHQFH�RI�HIILFLHQW
SD\PHQW�V\VWHPV��EXW�SURJUHVV�LV�QRZ�EHLQJ�PDGH�LQ�WKLV�DUHD��,Q�-XO\������D
UHJLRQDO�FOHDULQJ�V\VWHP�EHFDPH�IXOO\�RSHUDWLRQDO��7KH�V\VWHP�KDQGOHV�WUDQVIHUV
LQ� ��� FXUUHQFLHV� ZLWK� VHWWOHPHQW� LQ� (&8� DQG� PDNHV� LW� SRVVLEOH� WR� FRPSOHWH
SD\PHQWV�ZLWKLQ�WZR�WR�IRXU�GD\V��6HYHQ�EDQNV�IURP�ILYH�FRXQWULHV��%XOJDULD��WKH
&]HFK�5HSXEOLF��+XQJDU\��6ORYDNLD�DQG�5XVVLD��DUH�SDUWLFLSDWLQJ��WRJHWKHU�ZLWK
WKUHH�:HVW�(XURSHDQ�FOHDULQJ�EDQNV��%DQNV�IURP�RWKHU�FRXQWULHV�SDUWLFLSDWH�DV
REVHUYHUV�� DQG� DV� WKH� V\VWHP� H[WHQGV� PRUH� ZLGHO\� LW� ZLOO� JUHDWO\� IDFLOLWDWH
WUDQVDFWLRQV�ZLWKLQ�WKH�UHJLRQ�



�������8VXDOO\��OHVV�WKDQ�RQH�SHUFHQW�RI�VDOHV�LV�VSHQW�RQ�DGYHUWLVLQJ�DQG�SURPRWLRQ��7KLV�VXP�LV
VSHQW� RQ� WUDGH� IDLUV� DQG� H[KLELWV�� DGYHUWLVHPHQW� LQ� WUDGH� MRXUQDOV�� H[WHUQDO� DGYHUWLVLQJ�
GHPRQVWUDWLRQV�DQG�SUHVV�PDWHULDOV�

��

�����(QWU\�%DUULHUV

7UDGH�SROLWLFDO�UHVWULFWLRQV�DQG�LQVXIILFLHQW�H[SRUW�ILQDQFLQJ�DUH�E\�IDU�QRW�WKH�RQO\
LPSHGLPHQWV�WR�WKH�JURZWK�RI�H[SRUWV��(QWU\�EDUULHUV�ZRUN�LQ�WKH�VDPH�GLUHFWLRQ�
,W� LV� HYLGHQW� WKDW� LW� LV� QRW� RQO\� WKH� FRVW� RI� HQWHULQJ� WKH�PDUNHW� �DGYHUWLVLQJ��

FUHDWLQJ� UHSUHVHQWDWLRQV��� EXW� DOVR� DFKLHYLQJ� DFFHVV� WR� PDUNHWLQJ� QHWZRUNV
HVWDEOLVKHG� LQ� WKH� :HVW�� )RU� PRVW� &]HFK� RZQHG� FRPSDQLHV�� WKLV� LV� QHDUO\
LPSRVVLEOH�� $V� RXU� FDVH� VWXGLHV� UHYHDO�� PDLQO\� ¦.2'$� $XWRPRELORYg� D�V��
3UD©VNk� SLYRYDU\� �EUHZHU\�� RU�7(0$&� �VHDOLQJ� DQG�JDVNHW� WHFKQRORJ\��� WKLV
DFFHVV�FDQ�EH�DFKLHYHG�WKURXJK�HVWDEOLVKLQJ�MRLQW�YHQWXUHV�ZLWK�IRUHLJQ�ILUPV�ZKR
KDYH� VXFK� GLVWULEXWLRQ� QHWZRUNV� DW� WKHLU� GLVSRVDO�� 7KHVH� DUUDQJHPHQWV� UHVXOW
XVXDOO\�LQ�LQFUHDVHG�YROXPH�RI�H[SRUWV��EXW�OHVV�RIWHQ�DOVR�LQ�LQFUHDVHG�SULFHV�

���,PSHGLPHQWV�WR�([SRUWV�6XSSO\�6LGH

�����&RVW��([FKDQJH�5DWH

7KH�SUHVHQW�FRPSDUDWLYH�DGYDQWDJH�DSSHDUV�WR�EH�WKH�FRVW�DGYDQWDJH�LQ�LQGXVWULHV
SURGXFLQJ�KRPRJHQRXV�JRRGV��7KLV�FRVW�DGYDQWDJH�LV�D�UHVXOW�RI�VHYHUDO�IDFWRUV
VXFK�DV� WKH� LQLWLDOO\�GHHSO\�XQGHUYDOXHG�H[FKDQJH�UDWH�� WKH� ORZ�DQG�UHJXODWHG
ODERXU� FRVW� DQG�SUREDEO\� DOVR� DQ� LPSHUIHFW� LQWHUQDOLVDWLRQ�RI�QDWXUDO� UHVRXUFH
GHSOHWLRQ�DQG�HFRORJLFDO�FRVWV��WKHVH�SUREOHPV�PD\�EH�REVHUYHG��IRU�H[DPSOH��LQ
JODVV�DQG�FKLQD�SURGXFWLRQ�ZKHUH�REVROHWH�WKHUPDO�HTXLSPHQW�LV�VWLOO�XVHG���$V
LQIODWLRQ� LQ� WKH� &5� FRQWLQXHV� WR� HURGH� WKH� SUR�H[SRUW� HIIHFWV� RI� WKH� LQLWLDOO\
XQGHUYDOXHG�FXUUHQF\�DQG�WKH�ODERXU�DQG�QDWXUDO�UHVRXUFH�FRVW�ULVH��WKH�&5�ZLOO
KDYH� WR� UHO\� PRUH� DQG� PRUH� RQ� LWV� SRWHQWLDO� FRPSDUDWLYH� DGYDQWDJH� RI� DQ
DEXQGDQFH�RI�VNLOOHG�ODERXU��HVSHFLDOO\�LQ�VHOHFWHG�WHFKQRORJ\�LQWHQVLYH�LQGXVWULHV�
7KHVH�LQGXVWULHV�HQMR\HG�VWHDG\�SURWHFWHG�H[SRUWV�WR�WKH�IRUPHU�8665�DQG�RWKHU
&0($�FRXQWULHV�DQG�WKHLU�FRPSDUDWLYH�DGYDQWDJH�PRVWO\�H[LVWHG�RQO\�UHODWLYH�WR
WKHLU�IRUPHU�&0($�SDUWQHUV��7KH�GLVDSSHDUDQFH�RI�WKH�&0($�LQWHJUDWLRQ�PHDQV�
DPRQJ�RWKHU�WKLQJV��WKDW�WKH\�QRZ�KDYH�GLIILFXOWLHV�UHSODFLQJ�WKHLU�ORVW�H[SRUWV�LQ
WKH�&0($�E\�QHZ�H[SRUWV�WR�PDUNHW�HFRQRPLHV��,Q�RUGHU�WR�HIIHFWLYHO\�GHYHORS
WKHLU�SRWHQWLDO�FRPSDUDWLYH�DGYDQWDJH��LQGXVWULDO�HQWHUSULVHV�LQ�WKH�JLYHQ�LQGXVWULHV
KDYH�WR�UHVWUXFWXUH�DQG�VHHN�FORVHU�FRRSHUDWLRQ�ZLWK�WHFKQRORJLFDO�OHDGHUV�WKURXJK
MRLQW�YHQWXUHV�DQG�IRUHLJQ�GLUHFW�LQYHVWPHQW�



��

�����/DFN�RI�,QIRUPDWLRQ��0DUNHWLQJ

7KH�VLWXDWLRQ�LQ�WKH�ILHOG�RI�LQIRUPDWLRQ�LV�QRW�\HW�VDWLVIDFWRU\��DOWKRXJK�LW�KDV
DOUHDG\�LPSURYHG�D�ORW��7KH�PDLQ�SURJUHVV�KDV�EHHQ�UHDFKHG�E\�FUHDWLQJ�WKH�,QIR
&HQWUXP��FR�ILQDQFHG�E\�WKH�0LQLVWU\�RI�,QGXVWU\�DQG�7UDGH���DV�ZHOO�DV�&]HFK
&HQWUHV�RSHUDWLQJ�DEURDG��XQGHU�WKH�0LQLVWU\�RI�)RUHLJQ�$IIDLUV���&ULWLFLVP�RI
FRPSDQLHV�IRFXV�PDLQO\�RQ�LQIRUPDWLRQ�RQ�QHWZRUNV��DQG�SXEOLFLVLQJ�UHTXLUHPHQWV
RQ� LQWHUQDWLRQDO� VWDQGDUGV� IRU� KHDOWK�� VDIHW\� DQG� SDFNDJLQJ� UHTXLUHPHQWV� RQ
SURGXFWV�

6RPH�FRPSDQLHV�FRPSODLQ�WKDW�LPSRUWDQW�LQIRUPDWLRQ�FRPHV�ODWH��PDLQO\�WHQGHUV
DEURDG��� �%HVLGHV�� WKHUH� DUH� GLIILFXOWLHV� FDXVHG�E\� WKH� ODFN� RI� LQIRUPDWLRQ�RQ
LQIRUPDWLRQ�VHUYLFHV�WKHPVHOYHV���,Q�VRPH�FDVHV��DJHQFLHV�SURYLGLQJ�LQIRUPDWLRQ
VHUYLFHV��EHQHILWWLQJ�IURP�WKH�VWDWH�EXGJHW�RU�RWKHU�WD[�PRQH\��RIIHU��XQVHOODEOH
SURGXFWV���L�H��VHUYLFHV�QRW�PHHWLQJ�FRPSDQLHV��UHTXLUHPHQWV���/DFN�RI�PDUNHWLQJ
VNLOOV�UHSUHVHQWV�DQRWKHU�ZHDNQHVV��7KHUH�DUH�GLIILFXOWLHV�LQ�UHFUXLWLQJ�H[SHULHQFHG
RU�VNLOOHG�PDQDJHUV�IRU�WKH�QHZO\�IRUPHG�WUDGH�DQG�PDUNHWLQJ�GLYLVLRQV�

�����4XDOLW\��5HOLDELOLW\

6RPH�SURGXFWV�FDQ�FRPSHWH�LQ�WHUPV�RI�TXDOLW\�ZLWK�ZHVWHUQ�SURGXFWV��ZKHUHDV
RWKHUV�DUH� ORZHU�TXDOLW\� DQG�FRPSHWH�RQ�SULFH� WHUPV�RQO\��6RPH�RI� WKH� ILUPV
LQWHUYLHZHG� UHSRUWHG� WKDW� SURGXFW� TXDOLW\� KDV� LPSURYHG� DOUHDG\� LQ� ������ EXW
PRVWO\� LQ� ����� DQG� ������ $FFRUGLQJ� WR� VRPH� FRPSDQLHV�� HVWLPDWHV�� IXOO
WUDQVIRUPDWLRQ�WR�LQWHUQDWLRQDO�TXDOLW\�VWDQGDUGV�UHTXLUHV�D�SHULRG�RI�����\HDUV�
,Q�VRPH�DUHDV��VXFK�DV�IRU�H[DPSOH�JODVV��FKLQD��EHHU��FKRFRODWH�DQG�FRQIHFWLRQHU\�
VWHHO��DQG�FDUV��3UD©VNk�SLYRYDU\��²RNROgGRYQ\�D�V���3ROGL��¦.2'$�$XWRPRELORYg
D�V����TXDOLW\�LV�KLJK�DQG�FRPSDUDEOH�WR�WKH�OHYHO�RI�WKH�PDMRU�IRUHLJQ�FRPSHWLWRUV�
7KHUH�LV�D�ORQJ�WUDGLWLRQ�DQG�H[SHULHQFH�RI�SURGXFWLRQ�DQG�WUDGH�PDUNV�VWLOO�KDYH
D� KLJK� UHSXWDWLRQ�� ,Q� VRPH� RI� WKHVH� DUHDV�� WKHUH� LV� FRQVLGHUDEOH� VFRSH� IRU
H[SDQVLRQ���,Q�RWKHU�SURGXFW�DUHDV�TXDOLW\�DQG�UHOLDELOLW\�DUH�ORZHU��EXW�SULFHV�DUH
DOVR��������EHORZ�WKRVH�RI�WKH�PDLQ�IRUHLJQ�FRPSHWLWRUV��VR�ILUPV�FDQ�FRPSHWH�
DW�OHDVW�LQ�WKH�VKRUW�UXQ�

,Q�PDQ\�FDVHV�WKH�EDG�LPDJH�RI�&]HFK�LQGXVWULDO�FRPSDQLHV�VWLOO�SHUVLVWV��LQ�VSLWH
RI�WKH�IDFW�WKDW�WKHLU�SURGXFWV�DUH�DOUHDG\�UHDFKLQJ�WKH�PRVW�GHPDQGLQJ�ZHVWHUQ
,62�QRUPV��7KLV�FDQ�EH�UHJDUGHG�DV�WKH�FUXFLDO�LPSHGLPHQW�WR�WKH�LQFUHDVH�LQ
H[SRUW�HIILFLHQF\��,W�VWDQGV�WR�UHDVRQ�WKDW�WKH�ORZ�SURILW�OHYHO�LQ�WXUQ�UHGXFHV�WKH
YROXPH�RI�SRWHQWLDO�LQYHVWPHQWV�XUJHQWO\�QHHGHG�WR�PRGHUQLVH�DQG�IXUWKHU�LPSURYH
WKH�FRPSHWLWLYHQHVV��7KXV��PDQ\�&]HFK�LQGXVWULDO�ILUPV�PRYH�LQ�D�YLFLRXV�FLUFOH�
ZKLFK� PDNHV� WKHP� FKRRVH� VXUYLYDO� VFHQDULRV� UDWKHU� WKDQ� WUXH� GHYHORSPHQW



�������0DLQO\�PXOWLQDWLRQDOV��VXFK�DV�3KLOLS�0RUULV��1kVWOk��HWF�

�������,W�LV�HYLGHQW�WKDW�WKH�ORZHU�FRPSHWLWLYHQHVV�RI�PDQ\�HQWHUSULVHV�LV�QRW�RQO\�D�TXHVWLRQ�RI
TXDOLW\��0DQ\�SURGXFWV�KDYH�SRRU�SDFNDJLQJ��DGYHUWLVLQJ�DQG�SURPRWLRQ�

�������7KH�KLJKHU�LQIODWLRQ�UDWH�LQ�WKH�&5�WKDQ�LQ�WKH�(8�UHVXOWV�LQ�LQFUHDVLQJ�SULFHV�RI�GRPHVWLF
LQSXWV��2EYLRXVO\��WKLV�UHGXFHV�WKH�FRVW�DGYDQWDJH�RI�WKH�&]HFK�HFRQRP\�

��

VFHQDULRV�WKDW�ZRXOG�OHDG�WR�DQ�LPSURYHG�SRVLWLRQ�RQ�ZHVWHUQ�PDUNHWV���+RZ�WR
LPSURYH�WKLV�LPDJH�LV�DQ�RSHQ�TXHVWLRQ��DV�ORQJ�DV�WKH�SURILW�PDUJLQV�DUH�DV�ORZ
DV�WKH\�DUH�DW�SUHVHQW�SUHYHQWLQJ�&]HFK�ILUPV�IURP�GHGLFDWLQJ�DQ�DGHTXDWH�VXP
WR�DGYHUWLVLQJ�DQG�SURPRWLRQ�FDPSDLJQV��RI� WKH�&=.�����ELO��H[SHQGLWXUHV�RQ
SURPRWLRQ� LQ� WKH� &5� LQ� ������ ���� ZDV� DGYHUWLVHPHQW� RI� JRRGV� RI� IRUHLJQ
SURYHQDQFH���

�����8QGHU�GHYHORSHG�,QIUDVWUXFWXUH

2EVROHWH�LQIUDVWUXFWXUH�LV�YLHZHG�DV�DQ�LPSHGLQJ�IDFWRU�QRW�RQO\�WR�H[SRUWV��EXW
DOVR�WR�GLUHFW�IRUHLJQ�LQYHVWPHQW��6RPH�DFFHVV�URXWHV�DUH�QRW�DSSURSULDWH�IRU�WKH
ODWHVW� WUDQVSRUW� WHFKQRORJ\�� WKH� OLIWLQJ� RI� ERUGHUV� LV� LQVXIILFLHQW� DQG� ERUGHU
FURVVLQJV��HVSHFLDOO\�ZLWK�*HUPDQ\��DUH�WHUULEO\�RYHUFURZGHG��UDLOZD\V�DUH�QRW
VXLWDEOH��WHOHSKRQH�OLQHV�DUH�XQUHOLDEOH��HWF��,PSURYHPHQWV�DUH�QHHGHG��LQ�SDUWLFXODU
LQ�WHOHFRPPXQLFDWLRQV��ZKLFK�VKRXOG�DOVR�HDVH�DFFHVV�WR�QHFHVVDU\�ILQDQFLDO�DQG
PDUNHW�LQIRUPDWLRQ�

�����/RZ�&RPSHWLWLYHQHVV�RI�&RPSDQLHV

7KH� OHYHO� RI� FRPSHWLWLYHQHVV� YDULHV� DFURVV� ILUPV� DQG� SURGXFWV�� 'HVSLWH� WKH
SRWHQWLDO�WR�PDNH�D�QXPEHU�RI�LPSURYHPHQWV��LQ�TXDOLW\��SURGXFW�FKDUDFWHULVWLFV�
HWF����RQ�WKHLU�RZQ��PDQ\�ILUPV�VHH�IRUHLJQ�FDSLWDO�DQG�IRUHLJQ�SDUWQHUVKLS�DV�DQ
LPSRUWDQW�SDUW�RI�WKHLU�VWUDWHJ\��7KLV�LV�SDUWO\�GXH�WR�WKH�VKRUWDJH�RI�FDSLWDO�EXW
DOVR� WR� ZHDNQHVVHV� LQ� VRPH� VSHFLILF� DUHDV� ZKHUH� ZHVWHUQ� NQRZ�KRZ� FRXOG
FRQWULEXWH�UDSLGO\�WR�LPSURYHG�TXDOLW\�DQG�YDULHW\��7KH�FUXFLDO�SRLQW�LV�WKDW�IRUHLJQ
SDUWQHUV�DOVR�SURYLGH�HQWU\�LQWR�ZHVWHUQ�PDUNHWV�

7KH�ORZ�FRPSHWLWLYHQHVV�RI�PDQ\�&]HFK�SURGXFHUV�IURP�WKH�SRLQW�RI�YLHZ�RI�WKH
WHFKQLFDO�OHYHO�DQG�TXDOLW\��WRJHWKHU�ZLWK�GLPLQLVKLQJ�PDFURHFRQRPLF�FRPSDUDWLYH
DGYDQWDJHV� VWHPPLQJ� IURP� WKH� XQGHUYDOXHG� FXUUHQF\� DQG� UHODWLYHO\� ORZ
SURGXFWLRQ�FRVWV���FDXVHG�DOVR�D�GHFUHDVH�LQ�GRPHVWLF�VDOHV�LQ�������GHVSLWH�WKH
SURGXFWLRQ�JURZWK���7KLV�VLWXDWLRQ�LV�UHIOHFWHG�DOVR�LQ�LQYHQWRULHV��VXSSOHPHQWLQJ



��

RI�ZKLFK�LV�DQRWKHU�LPSRUW�DFFHOHUDWLQJ�IDFWRU��

,Q�DFFRUGDQFH�ZLWK� WKH� OLEHUDO�HFRQRPLF�WKHRU\��HDFK�FRXQWU\�FDQ�H[SRUW�RQO\
DFFRUGLQJO\�WR�LWV�SRVVLELOLWLHV�DQG�FDSDELOLWLHV��+RZHYHU��WKHUH�LV�D�FKDQFH�E\
PHDQV� RI� D� ZLVH� HFRQRPLF� SROLF\� WR� FXOWLYDWH� WKH� VWUXFWXUH� WRZDUGV� PRUH
�LQWHOOLJHQW�� SURGXFWLRQV�ZLWK� KLJKHU� YDOXH�DGGHG� VKDUH�� ,Q� WKLV� UHVSHFW�� VXFK
PHDVXUHV�DV�VXSSRUWLQJ�LPSRUWHG�WHFKQRORJ\��PRGHUQ�HTXLSPHQW��HWF���VKRXOG�EH
FRQVLGHUHG�

7KH�SRLQW�LV�QRW�WKDW�H[SRUWV�RI�EDVLF�PDQXIDFWXUHV�DQG�PDWHULDO�LQWHQVLYH�SURGXFWV
DUH�LUUDWLRQDO��$V�LV�FOHDU��WKH\�KDYH�EHHQ�RI�EHQHILW�WR�WKH�WUDGH�EDODQFH��5DWKHU�LW
LV�WKDW�WKH�VKRUW�WHUP�VXFFHVV�DFKLHYHG�E\�H[SRUWV�RI�WKHVH�JRRGV�VKRXOG�QRW�EH
LQWHUSUHWHG�DV�D�FRPSHWLWLYH�DGYDQWDJH�RI�WKH�&]HFK�5HSXEOLF�RQ�ZRUOG�PDUNHWV
LQ� WKH� ORQJ� UXQ�� 7KLV� DGYDQWDJH� LV� OLNHO\� WR� GLVDSSHDU� DORQJ� ZLWK� WKH� &]HFK
H[FKDQJH�UDWH�DSSUHFLDWLRQ�DQG�ODERXU�FRVWV�DGMXVWPHQW�

���7HPSRUDU\�,QFHQWLYHV�IRU�([SRUWV

7KH�VXEVWDQWLDO�GHYDOXDWLRQ�RI�FXUUHQF\�KDV�EHHQ�WKH�PDLQ�WHPSRUDU\�LQFHQWLYH�IRU
H[SRUWV��$W�WKH�HDUO\�VWDJH�RI�HFRQRPLF�UHIRUPV��VRPH�ILUPV��PDLQO\�LQ�WKH�VHFWRU
RI�JODVV�DQG�KDQG�PDGH�FHUDPLFV��KDG�PXFK�VWURQJHU�LQFHQWLYHV�WR�H[SRUW�WKDQ�WR
PHHW� GRPHVWLF� GHPDQG� VLQFH� WKHLU� H[SRUW� SULFHV�ZHUH� DERXW� WZLFH� DV� KLJK� DV
GRPHVWLF�SULFHV��DV�D�UHVXOW�RI�WKH�GHYDOXDWLRQ����%\�WKH�HQG�RI�������WKH�&6)5�KDG
ORVW�DERXW�KDOI�RI�WKH�FRPSHWLWLYH�HGJH�LW�KDG�JDLQHG�WKURXJK�WKH�����QRPLQDO
GHYDOXDWLRQ�ZKLFK� WRRN�SODFH� LQ� O����� DQG� WKH� UHDO� DSSUHFLDWLRQ�RI� WKH�&]HFK
FXUUHQF\�KDV�FRQWLQXHG���7KH�3D\PHQWV�$JUHHPHQW�EHWZHHQ�WKH�&]HFK�DQG�6ORYDN
5HSXEOLFV�FDQ�EH�YLHZHG�DV�D�WHPSRUDU\�LQFHQWLYH��EXW�WKLV�DUUDQJHPHQW�KDV�EHHQ
VWHS�E\�VWHS�SDUDO\VHG�E\�YDULRXV�SURWHFWLRQ�PHDVXUHV�RQ�WKH�6ORYDN�VLGH�

���7\SLFDO�(QWHUSULVH�(IIRUWV�WR�7DFNOH�,PSHGLPHQWV�WR�([SRUWV

3HUIRUPDQFH�RI�FRPSDQLHV�XQGHU�WKH�FHQWUDO�SODQQLQJ�V\VWHP�ZDV�LQIOXHQFHG�LQ
SDUWLFXODU�E\�WKH�IROORZLQJ�WKUHH�FKDUDFWHULVWLFV�

C�$XWDUFK\�RI�GRPHVWLF�PDUNHW���7KH�GRPHVWLF�PDUNHW�ZDV�ODUJHO\�VXSSOLHG�E\
GRPHVWLF�ILUPV��LPSRUWV�HVSHFLDOO\�IURP�ZHVWHUQ�FRXQWULHV�ZHUH�OLPLWHG�

C�*XDUDQWHHG�H[SRUWV�WR�WKH�&0($�PDUNHWV�ZKLFK�KDG�UHODWLYHO\�KLJK�GHPDQG�EXW
ZLWK�D�ORZ�HPSKDVLV�RQ�TXDOLW\�
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C�5HGLVWULEXWLRQ�RI�UHVRXUFHV�DPRQJ�VHFWRUV��GLUHFW�VXEVLGLHV���

6LQFH� WKH� VWDUW�RI� WKH� WUDQVLWLRQ�SHULRG�DQG� WKH� ODXQFKLQJ�RI� UDGLFDO� HFRQRPLF
UHIRUPV�LQ�&]HFKRVORYDNLD��WKH�VLWXDWLRQ�KDV�FKDQJHG�FRPSOHWHO\��,Q�SDUWLFXODU�
OLEHUDOLVDWLRQ� RI� WUDGH� KDV� UHVXOWHG� LQ� D� VXEVWDQWLDO� LQFUHDVH� LQ� WKH� YROXPH� RI
LPSRUWV�� HVSHFLDOO\� IURP� ZHVWHUQ� HFRQRPLHV�� FRQVHTXHQWO\�� FRPSHWLWLRQ� KDV
LQFUHDVHG�� ([SRUWV� WR� WKH� IRUPHU� &0($� FRXQWULHV� KDYH� VKUXQN� GXH� WR� D
FRPELQDWLRQ�RI� LQFUHDVHG�FRPSHWLWLRQ�DQG� LQVROYHQF\�RI� IRUPHU�FXVWRPHUV�� LQ
SDUWLFXODU� LQ� WKH�&,6��)LQDOO\��FRPSDQLHV�QR�ORQJHU�EHQHILW� IURP�WUDQVIHUV�DQG
VXEVLGLHV��

$OPRVW�DOO�HQWHUSULVHV� LQWHUYLHZHG�KDYH�PHQWLRQHG�SULFH� OLEHUDOLVDWLRQ��H[SRUW
OLEHUDOLVDWLRQ�� IRUHLJQ� FDSLWDO� WRJHWKHU� ZLWK� SULYDWLVDWLRQ� DV� WKH� NH\� PDFUR�
HFRQRPLF� LVVXHV�� 3ULFH� DQG� H[SRUW� OLEHUDOLVDWLRQ� KDYH� HQDEOHG� LPSURYHG
SHUIRUPDQFH�DQG�SURILWDELOLW\��HVSHFLDOO\�GXH�WR�WKH�HIIHFWV�RI�GHYDOXDWLRQ��GHVSLWH
WKH�QHJDWLYH�LPSDFW�RI�ULVLQJ�HQHUJ\�DQG�RWKHU�LQSXW�FRVWV��

,PSOHPHQWHG�VWUDWHJLHV�DW�HQWHUSULVH�OHYHO�FDQ�EH�VXPPDULVHG�DV�IROORZV�

C� LQFUHDVH� TXDOLW\� WKURXJK� SURGXFW� LQQRYDWLRQV� DQG� QHZ� SURFHVV
WHFKQRORJLHV�
C�LQFUHDVH�SURGXFW�GLIIHUHQWLDWLRQ�
C�LQFUHDVH�WKH�VKDUH�LQ�SURGXFWLRQ�RI�KLJK�TXDOLW\�
C�LQFUHDVH�VDOHV�DQG�H[SRUWV�

7KH�UHDOLVDWLRQ�RI�WKHVH�VWUDWHJLF�DLPV�UHTXLUHV�D�UDQJH�RI�DFWLRQV��LQ�SDUWLFXODU�

C�DQ�RYHUDOO�PRGHUQLVDWLRQ�RI�WHFKQRORJLFDO�HTXLSPHQW�DQG�WHFKQRORJLHV
XVHG�� VXEVWDQWLDOO\� UHGXFLQJ� HQHUJ\� FRQVXPSWLRQ� DQG� WKH� QHJDWLYH
HQYLURQPHQWDO�LPSDFW�RI�SURGXFWLRQ��
C� WHVWLQJ� DQG� VHOHFWLRQ� RI� VXSSOLHUV� LQ� RUGHU� WR� LQFUHDVH� TXDOLW\� DQG
UHOLDELOLW\�RI�LQSXWV�
C�HVWDEOLVKPHQW�DQG� LPSURYHPHQW�RI� WUDGLQJ�DQG�PDUNHWLQJ�DFWLYLWLHV� LQ
RUGHU�WR�LQFUHDVH�RU�PDLQWDLQ�PDUNHW�VKDUHV��
C�UHWUDLQLQJ�DQG�LQFUHDVLQJ�VNLOO�OHYHOV�RI�ZRUN�IRUFHV�ZKHUH�QHFHVVDU\�DV
SDUW�RI�KLJKHU�TXDOLW\�ORZHU�FRVW�VWUDWHJ\�

2QO\� VRPH� RI� WKHVH� VWUDWHJLHV� DUH� UHODWLYHO\� HDV\� WR� LPSOHPHQW� EXW� WKHLU� IXOO
LPSOHPHQWDWLRQ�LV�GHSHQGHQW�RQ�DGHTXDWH�ILQDQFLDO�UHVRXUFHV�ZKHWKHU�GRPHVWLF�RU
IRUHLJQ�



��

(QWHUSULVHV�UHFRJQLVH�WKH�QHHG�WR�PDLQWDLQ�DQG�H[SDQG�ERWK�GRPHVWLF�VDOHV�DQG
H[SRUWV��LI�WKH\�DUH�WR�VXUYLYH��7KH�PDLQ�SUHUHTXLVLWHV�DUH�TXDOLW\�LPSURYHPHQW�DQG
SURGXFW�GLIIHUHQWLDWLRQ�VLQFH�FRPSHWLWLRQ�LQ�WKH�ORZ�SULFH��ORZ�TXDOLW\�HQG�RI�WKH
PDUNHW�IURP�FRXQWULHV�VXFK�DV�&KLQD�ZLOO�LQFUHDVH��$OWKRXJK�WKH�WHFKQLFDO�OHYHO
RI� HTXLSPHQW� LV� EHORZ�ZHVWHUQ� OHYHOV�� VRPH� ILUPV� DUH� FRPSHWLWLYH� GXH� WR� WKH
FRPELQDWLRQ�RI�ORZ�ODERXU�FRVWV�DQG�WKH�DELOLW\�WR�SURGXFH�JRRG�TXDOLW\�LQ�VRPH
SURGXFW�DUHDV�GHVSLWH�WKH�OHYHO�RI�WHFKQRORJLFDO�HTXLSPHQW�

7KH�NH\�DQG�SRWHQWLDOO\�IDWDO�FRPSHWLWLYH�SUHVVXUHV�FRPH�IURP�LPSRUWV��,PSRUWV
KDYH� LQFUHDVHG� VXEVWDQWLDOO\� DQG� WKLV� LV� OLNHO\� WR� FRQWLQXH��$FFHVV� WR� LPSRUWV
FRQWULEXWHV� WR� LQFUHDVLQJ� WKH� FRPSHWLWLYHQHVV� RI� VRPH� ILUPV�ZKR� DUH� DOUHDG\
LPSRUWLQJ� KLJK� TXDOLW\� FRPSRQHQWV�HVSHFLDOO\� HOHFWURQLF� FRPSRQHQWV�WR
DFKLHYH�KLJKHU�WHFKQLFDO�VWDQGDUGV�DQG�WR�EURDGHQ�WKHLU�H[LVWLQJ�SURGXFW�UDQJH�

([SRUWLQJ� LV� FDUULHG� RXW� WKURXJK� WKUHH�PDLQ� FKDQQHOV�� GLUHFW� VDOHV� WR� IRUHLJQ
EX\HUV���VXEFRQWUDFWLQJ�ZLWK�IRUHLJQ�ILUPV�DQG�VDOHV�WKURXJK�LQWHUPHGLDULHV��LQ�WKH
SDVW��VWDWH�WUDGLQJ�FRPSDQLHV��

,Q�PDQ\�FDVHV�VDOHV�FHQWUHV�ZHUH�FUHDWHG�WR�GHILQH�VDOHV�VWUDWHJ\�DQG�LPSURYH�WKH
FRPSDQLHV��YLVLELOLW\�RQ�WKH�PDUNHW�RU�VDOHV�GHSDUWPHQWV�ZHUH�HQODUJHG�DQG�IXOO\
HTXLSSHG�IRU�GLUHFW�ZRUN�ZLWK�FOLHQWV�

3URGXFHUV�ZKR�DUH�GRLQJ�UHODWLYHO\�ZHOO�LQ�PDUNHWLQJ�VWUHVV�WKH�LPSRUWDQFH�RI
EXLOGLQJ�WKH�ILUP�V�RZQ�QHWZRUNV�RI�WUDGH�UHSUHVHQWDWLYHV�DV�D�SUHFRQGLWLRQ�IRU
H[SDQGLQJ� WUDGH� DFWLYLWLHV�� 7KUHH� W\SHV� RI� PDUNHWLQJ� DSSURDFKHV� FDQ� EH
GLVWLQJXLVKHG��

C�XVLQJ�WKH�ILUP�V�RZQ�UHSUHVHQWDWLYHV�LQ�LPSRUWDQW�PDUNHWV�ZKHUH�WKH�ILUP
KDV�DOUHDG\�KDG�VDOHV�RU�ZKHUH�SURVSHFWV�DUH�SDUWLFXODUO\�JRRG�
C�XVLQJ�WUDGLQJ�FRPSDQLHV�RQ�WKH�EDVLV�RI�FOHDUO\�GHILQHG�DJUHHPHQWV�DQG
C�EXLOGLQJ�D�QHWZRUN�RI�ORFDO�UHSUHVHQWDWLYHV�DQG�VWRUHV�

8VLQJ�WUDGLQJ�FRPSDQLHV�LV�FOHDUO\�WKH�OHDVW�GHVLUDEOH�LQ�WHUPV�RI�XVHU�VXSSOLHU
OLQNV��EXW�ZKHUH�PDUNHWV�DUH�QRW�ZHOO�NQRZQ��LW�PD\�EH�WKH�PRVW�FRVW�HIIHFWLYH
PRGH�RI�PDUNHW�HQWU\��LQ�WHUPV�RI�FRVW��LW�LV�WKH�FKHDSHVW�PHWKRG�DQG��DV�VXFK�
VRPH�SURGXFHUV�PD\�KDYH�OLWWOH�FKRLFH�

7KH�PDMRULW\�RI�LQWHUYLHZHG�ILUPV�KDYH�H[SHULHQFHG�PDMRU�GLIILFXOWLHV�ZLWK�WKHLU
IRUPHU�PDUNHWV�LQ�WKH�&,6��+RZHYHU��ZKLOH�WKHUH�DUH�FOHDUO\�PDMRU�SUREOHPV�ZLWK
GHOD\HG�SD\PHQW�DQG�QRQ�SD\PHQW��VRPH�ILUPV�VHH�IXWXUH�SURVSHFWV�DV�SRWHQWLDOO\
SURPLVLQJ��HVSHFLDOO\�LQ�VRPH�RI�WKH�ORFDO�DQG�UHJLRQDO�PDUNHWV���,Q�SDUWLFXODU��WKH
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PDLQ�DGYDQWDJHV�ILUPV�PD\�KDYH�LQ�WKHVH�PDUNHWV�DUH��JRRG�NQRZOHGJH�RI�ORFDO
FRQGLWLRQV��SHUVRQDO�FRQWDFWV�DQG�D�ZLGH�UDQJH�RI�UHIHUHQFHV��)RUZDUG�ORRNLQJ
HQWHUSULVHV�DUH�DLPLQJ�WR�PDLQWDLQ�WKHLU�SRVLWLRQ�WKHUH��ZKLOH�WKH�RYHUZKHOPLQJ
PDMRULW\�RI�&]HFK�HQWHUSULVHV�KDYH�OHIW�WKHVH�PDUNHWV��7KH\�XVH�GLIIHUHQW�PHWKRGV
RI�SD\PHQWV��FDVK��EDUWHU��FRPSHQVDWLRQ�DJUHHPHQWV���7KH�PDLQ�FRPSHWLWRUV�LQ
WKHVH�PDUNHWV�DUH�*HUPDQ�ILUPV��7KH\�DUH�DEOH��XQOLNH�WKH�&]HFK�H[SRUWHUV��WR
RIIHU�WKH�QHFHVVDU\�FUHGLWV�HYHQ�IRU�FRQVXPHU�JRRGV��,Q�WKLV�FRQQHFWLRQ��ILUPV�
H[SHFWDWLRQV�RI�VXFFHVV�LQ�WKHVH�PDUNHWV�GHSHQG�VWURQJO\�RQ�WKH�IXQFWLRQLQJ�RI�WKH
&(%�

)LUPV�VXFFHVVIXO�LQ�LPSURYLQJ�TXDOLW\�DQG�EURDGHQLQJ�WKHLU�SURGXFW�UDQJH�DUH�DEOH
WR� FRPSHWH� RQ� ZRUOG� PDUNHWV� PRVWO\� LQ� WKH� PLGGOH�SULFH� UDQJH�� *LYHQ� WKH
LQFUHDVHV�LQ�TXDOLW\�DQG�YDOXH�DGGHG�WKDW�WKH\�DFKLHYHG��DFFRPSDQLHG�RIWHQ�DOVR
E\�WKH�QDPH�RI�IRUHLJQ�SDUWQHU��¦.2'$�DQG�7(0$&�DUH�YHU\�FOHDU�H[DPSOHV��
WKRVH�ILUPV�ZHUH�DEOH�WR�UDLVH�WKHLU�SULFHV�DQG�WKXV�LQFUHDVH�SURILW�PDUJLQV�GHVSLWH
WKH�LQFUHDVH�LQ�FRVWV���0DQ\�RI�WKH�PDQDJHUV�LQWHUYLHZHG�ZDQWHG�WR�VHH�LPSURYHG
PHDVXUHV�RI�WKH�JRYHUQPHQW�DQG�ILQDQFLDO�LQVWLWXWLRQV�DLPHG�DW�PDVVLYH�H[SRUW
SURPRWLRQ��

���*RYHUQPHQW�3ROLFLHV

7KH�H[SRUW�SURPRWLQJ�SROLF\�RI�WKH�&]HFK�JRYHUQPHQW�KDV�EHHQ�EDVHG�RQ�ILYH
SLOODUV�

C��H[FKDQJH�UDWH�DQG�PRQHWDU\�SROLF\�
C��OLEHUDOLVDWLRQ�RI�WUDGH�
C��IRUHLJQ�SROLF\�DQG�FUHDWLQJ�ID�DYRXUDEOH�HQYLURQPHQW�IRU�&]HFK�H[SRUWV�
C��ILQDQFLDO�VXSSRUW�DQG
C��LQIRUPDWLRQ�VHUYLFHV��

�����([FKDQJH�5DWH�DQG�0RQHWDU\�3ROLF\

7KH�XQGHUYDOXHG�FXUUHQF\�KDV�EHHQ�RQH�RI�WKH�PDLQ�VXSSRUW�PHDVXUHV�IRU�WKH�IDVW
WUDQVLWLRQ��6LQFH�IXOO�FRQYHUWLELOLW\�ZDV� LQWURGXFHG��2FWREHU�������� WKHUH�KDYH
EHHQ� YHU\� GLIIHUHQW� H[SHFWDWLRQV�� VRPH� HFRQRPLVWV� SUHGLFW� UHYDOXDWLRQ� RI� WKH
FXUUHQF\�ZKLOH�VRPH��RQ�WKH�FRQWUDU\��SUHGLFW�GHYDOXDWLRQ��7KH�IL[HG�H[FKDQJH�UDWH
LV�DOVR�EHLQJ�GLVFXVVHG��VRPH�HFRQRPLVWV�IDYRXU�WKH�IORDWLQJ�H[FKDQJH�UDWH��2I
FRXUVH��WKH�LPSDFW�RI�DQ\�FKDQJHV�RQ�FRPSHWLWLYHQHVV�LV�TXLWH�VXEVWDQWLDO�

2Q�WKH�EDVLV�RI�D�QHZ�ODZ�UHODWHG�WR�FXUUHQF\��FDSLWDO�DFFRXQW�UHVWULFWLRQV�ZLOO�EH
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UHWDLQHG�LQ�WKH�VKRUW�WHUP��2XWZDUG�IRUHLJQ�GLUHFW�LQYHVWPHQW�LV�SHUPLWWHG��EXW
UHVWULFWLRQV�RQ�RXWZDUG�SRUWIROLR�LQYHVWPHQW�UHPDLQ�LQ�IRUFH�

�����7UDGH�/LEHUDOLVDWLRQ

%HJLQQLQJ�LQ�������IRUHLJQ�WUDGH�UHODWLRQV�ZHUH�IXQGDPHQWDOO\�UHIRUPHG�LQ�RUGHU
WR�RSHQ�WKH�HFRQRP\�WR�LQWHUQDWLRQDO�FRPSHWLWLRQ��4XRWDV�RQ�LPSRUWHG�JRRGV�ZHUH
HOLPLQDWHG�DQG�H[SRUW�OLFHQVLQJ�UHTXLUHPHQWV�ZHUH�UHPRYHG�IRU�D�ODUJH�QXPEHU�RI
SURGXFWV�� ,Q� RUGHU� WR� EULQJ� WKH� GRPHVWLF� SULFH� VWUXFWXUH� FORVH� WR� LQWHUQDWLRQDO
SULFHV�� VXEVLGLHV� DQG� OHYLHV� WKDW� EULGJHG� GLIIHUHQFHV� EHWZHHQ� GRPHVWLF� DQG
LQWHUQDWLRQDO�SULFHV�ZHUH�DEROLVKHG�RQ�-DQXDU\���������

,Q�DGGLWLRQ��WKH�PRQRSROLVWLF�VWDWXV�RI�WKH�IRUHLJQ�WUDGH�RUJDQLVDWLRQV��)72V��ZDV
DEROLVKHG��)ROORZLQJ�WKH�HQDFWPHQW�RI�WKH�/DZ�RQ�([WHUQDO�(FRQRPLF�5HODWLRQV
LQ�������ZKLFK�SHUPLWWHG�WKH�HVWDEOLVKPHQW�RI�QHZ�)72V��WKH�QXPEHU�RI�HQWLWLHV
ZLWK�IRUHLJQ�WUDGLQJ�ULJKWV�LQFUHDVHG�IURP����LQ������WR�������E\�WKH�HQG�RI�����
DQG� WR�VRPH��������HVWLPDWHG� LQ�0D\�������6LQFH� WKH�EHJLQQLQJ�RI�������DOO
UHJLVWHUHG�HQWHUSULVHV�KDYH�EHHQ�DEOH�WR�HQJDJH�OHJDOO\�LQ�IRUHLJQ�WUDGH�

'XH�WR�WKH�UHOLDQFH�RQ�VWDWH�WUDGLQJ��WDULIIV�SOD\HG�YLUWXDOO\�QR�UROH�LQ�IRUHLJQ�WUDGH
SROLF\�XQGHU�WKH�SUHYLRXV�V\VWHP��3UHVHQW�WDULIIV�DUH�JHQHUDOO\�ORZ��DYHUDJLQJ����
7R�IDFLOLWDWH�WKH�WUDQVLWLRQDO�SKDVH��DQG�SHQGLQJ�D�WDULII�UHVWUXFWXULQJ�GHVLJQHG�WR
SURYLGH�GRPHVWLF�LQGXVWULHV�DQG�DJULFXOWXUH�ZLWK�DSSURSULDWH�SURWHFWLRQ��VHYHUDO
WHPSRUDU\�PHDVXUHV�ZHUH�WDNHQ��,Q�HDUO\�������D�VXUFKDUJH�RI�����ZDV�LPSRVHG
RQ�DOO�LPSRUWV�RI�FRQVXPHU�JRRGV��7KLV�VXUFKDUJH�ZDV�UHGXFHG�WR�����LQ�0D\
������WR�����LQ�-XQH�������WR�����DV�RI�-DQXDU\�������DQG�DEROLVKHG�LQ�-DQXDU\
����� LQ�FRQQHFWLRQ�ZLWK� WKH� LQWURGXFWLRQ�RI� WKH�QHZ�WD[�V\VWHP��YDOXH�DGGHG
EDVHG��

�����)RUHLJQ�3ROLF\

7KH�OLEHUDO�&]HFK�JRYHUQPHQW�KDV�LPSOHPHQWHG�WKH�SROLF\�RI�IUHH�WUDGH��2Q�WKH
LQWHUQDWLRQDO� VFHQH�� LW� KDV� VWURQJO\� VXSSRUWHG� DOO� PHDVXUHV� DLPLQJ� DW� JOREDO
OLEHUDOLVDWLRQ�RI�WUDGH�DQG�WKH�UHPRYDO�RI�WUDGH�EDUULHUV��,W�KDV�PDGH�HIIRUWV�WR
FUHDWH� DQ� LQVWLWXWLRQDO� DQG� OHJLVODWLYH� EDFNJURXQG� IRU� WKH�&]HFK� H[SRUWHUV� RQ
LQWHUQDWLRQDO�PDUNHWV��$V�D�UHVXOW�RI�WKHVH�DFWLYLWLHV��WKH�&]HFK�5HSXEOLF�KDV�WUDGH�
LQYHVWPHQW�SURWHFWLRQ�DQG�GRXEOH�WD[DWLRQ�DJUHHPHQWV�ZLWK�DOO�(XURSHDQ�DQG�PRVW
RI�LWV�PDLQ�WUDGLQJ�SDUWQHUV�

,Q�RUGHU� WR�FUHDWH�FRQGLWLRQV� IRU� WKH�H[SDQVLRQ�RI� LWV� WUDGH�ZLWK� WKH�(XURSHDQ
&RPPXQLW\��WKH�&]HFKRVORYDN�*RYHUQPHQW��LQ�FRRUGLQDWLRQ�ZLWK�+XQJDU\�DQG
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3RODQG��QHJRWLDWHG�$VVRFLDWLRQ�$JUHHPHQWV�ZLWK� WKH�(XURSHDQ�&RPPXQLW\� LQ
������7KHVH�DJUHHPHQWV�ZHQW�LQWR�HIIHFW�LQ�0DUFK������DQG�FDOOHG�IRU�WKH�(&
HOLPLQDWH�LWV�WDULIIV�ZLWKLQ�RQH�\HDU�RI�WKDW�GDWH��+RZHYHU��LQ�VRPH�VHFWRUV�VXFK�DV
VWHHO�� WH[WLOHV� DQG� IRRG� SURGXFWV�� OLEHUDOLVDWLRQ� ZDV� PXFK� OHVV� FRPSOHWH�
&]HFKRVORYDNLD�DOVR�QHJRWLDWHG�D�ELODWHUDO�IUHH�WUDGH�DJUHHPHQW�ZLWK�()7$��7KXV�
ZLWK�WKH�H[FHSWLRQ�RI�VRPH�VHQVLWLYH�VHFWRUV��WKH�DFFHVV�RI�&]HFKRVORYDN�H[SRUWV
WR�ZHVWHUQ�PDUNHWV�ZDV�VLJQLILFDQWO\�LPSURYHG�

,Q�RUGHU�WR�LQFUHDVH�WKH�FROODSVHG�WUDGH�ZLWK�WKH�WUDQVLWLYH�HFRQRPLHV�LQ�&HQWUDO
(XURSH��&]HFKRVORYDNLD�DJUHHG� LQ������WR�SDUWLFLSDWH� LQ�D�IUHH� WUDGH�DUHD� WKDW
LQFOXGHV�3RODQG��+XQJDU\�DQG�WKH�&6)5�V�WZR�VXFFHVVRU�VWDWHV��7DULIIV�RQ��QRQ�
FRQWURYHUVLDO��JRRGV�DUH�WR�EH�HOLPLQDWHG�UDSLGO\�IROORZLQJ�WKH�IUHH�WUDGH�DUHD�V
ODXQFKLQJ�LQ�0DUFK�������DQG�DOO�WDULIIV�DQG�TXRWDV�RQ�LQGXVWULDO�JRRGV�DUH�WR�EH
HOLPLQDWHG�E\������

�����)LQDQFLDO�6XSSRUW

,Q� YLHZ� RI� WKH� IDFW� WKDW� PXFK� RI� &]HFKRVORYDNLD�V� H[SRUW� SRWHQWLDO� OD\� LQ
PDQXIDFWXUHG�JRRGV��ZKRVH�H[SRUW�LV�RIWHQ�VXSSRUWHG�E\�PHDQV�RI�H[SRUW�FUHGLWV�
WKH�*RYHUQPHQW�RI�WKH�&6)5�DGRSWHG�LQ������5HVROXWLRQ�1R�����������VHWWLQJ�XS
(*$3��(*$3��D�SXEOLF�MRLQW�VWRFN�FRPSDQ\��LV�PRUH�RU�OHVV�WKH�HTXLYDOHQW�RI
LQVWLWXWLRQV� VXFK� DV�+(50(6� LQ�*HUPDQ\�� &2)$&(� LQ� )UDQFH� DQG�*5(� LQ
6ZLW]HUODQG���7KH�QHZ�LQVWLWXWLRQ�EHJDQ�RSHUDWLRQV�LQ�WKH�&6)5�LQ�-XQH�������ZLWK
RIILFHV�LQ�ERWK�WKH�&]HFK�DQG�6ORYDN�5HSXEOLFV��,W�KDV�WKUHH�REMHFWLYHV��WR�SURYLGH
H[SRUW� FUHGLW� LQVXUDQFH� DQG� LQVXUDQFH� RI� EDQNLQJ� DQG� ILQDQFLDO� LQVWUXPHQWV
FRYHULQJ�FRPPHUFLDO�DQG�SROLWLFDO�ULVNV��WR�WDNH�DGYDQWDJH�RI�WKH�GLIIHUHQFHV�LQ
GRPHVWLF�DQG�IRUHLJQ�LQWHUHVW�UDWHV��DQG�WR�RIIHU�H[SRUW�FRQVXOWDQF\�VHUYLFHV��

$FFRUGLQJ�WR�WKH�ODZ��(*$3�LV�LQWHQGHG�WR�XQGHUWDNH�DFWLYLWLHV�RI�WKUHH�W\SHV�

������L� &RYHULQJ�FRPPHUFLDO�ULVNV�LQ�VKRUW�WHUP�H[SRUW�FRQWUDFWV�
*HRJUDSKLFDOO\��(*$3�V�VFRSH�H[WHQGV�WR�SURPLVLQJ�PDUNHWV�LQ�WKH
2(&'� DQG� &HQWUDO� DQG� (DVWHUQ� (XURSHDQ� FRXQWULHV�� ZKHUH
SDUWLFXODUO\� FDUHIXO� LQYHVWLJDWLRQ� DQG� DGHTXDWH� LQIRUPDWLRQ� DERXW
SRWHQWLDO�SULYDWH�VHFWRU�SDUWQHUV�LV�QHHGHG�

� ����������
�����LL� &RYHULQJ� KLJK� SROLWLFDO� ULVNV�LQYROYHG�LQ�H[SRUWLQJ�WR�FHUWDLQ

FRXQWULHV�� � +HUH�� (*$3� FRQVLGHUV� HDFK� FDVH� RQ� LWV� PHULWV� DQG
SURYLGHV�FRYHU�IRU�VKRUW�WHUP�FRQWUDFWV�VXEMHFW�WR�LQVXUDQFH�DJDLQVW
FRPPHUFLDO� ULVNV� KDYLQJ� EHHQ� WDNHQ� RXW� �VHH� L�� DERYH��� ,QVXULQJ
VKRUW�WHUP� H[SRUW� FRQWUDFWV�ZLWK� SXEOLF�VHFWRU� FXVWRPHUV� LV� WR� EH



��

GHFLGHG�FDVH�E\�FDVH�
�
����LLL� &RYHULQJ�ERWK�FRPPHUFLDO�DQG�SROLWLFDO� ULVNV�RQ�WKH�PHGLXP�DQG

ORQJ�WHUP�KRUL]RQ��UHTXLUHG�DERYH�DOO�E\�H[SRUWHUV�RI�PDFKLQHU\�DQG
FDSLWDO� JRRGV�� (*$3� WKXV� DLGHG� H[SRUWHUV� LQ� UHGHSOR\LQJ� IURP
&HQWUDO�DQG�(DVWHUQ�(XURSHDQ�PDUNHWV�WR�WKH�2(&'�FRXQWULHV�DQG
DVVLVWHG�WKHP�ZKHQ�WKH\�FRPSHWHG�IRU�FRQVWUXFWLRQ�DQG�PDFKLQHU\
VXSSO\�FRQWUDFWV�DEURDG�

(*$3� WUHDWV� DOO� H[SRUWLQJ� HQWHUSULVHV� �L�H�� ORFDOO\� RZQHG�� MRLQW�YHQWXUHV�ZLWK
IRUHLJQ�FDSLWDO��HWF���DOLNH�

7KH�&(%�ZDV�IRXQGHG�RQ�0D\�����������,Q�)HEUXDU\�LW�ZDV�RIILFLDOO\�LVVXHG�D
EDQN� OLFHQVH�ZKLFK�GHWHUPLQHV� LWV� DFWLYLWLHV�� �$� IXUWKHU� VWHS�ZDV�3DUOLDPHQW�V
SDVVLQJ�RI�WKH�ODZ�RQ�LQVXUDQFH�DQG�H[SRUW�DFWLYLWLHV�ZLWK�VWDWH�VXSSRUW���7KH�ODZ
SUHGLFDWHV�D�IXUWKHU�ORZHU�OHYHO�UHJXODWLRQ��ZKLFK�LV�D�0LQLVWU\�RI�)LQDQFH�GHFUHH
FRQFHUQLQJ� ERWK� WKH� (*$3� LQVXUDQFH� FRPSDQ\� DQG� EDQNV�� � 7KLV� GHFUHH� ZLOO
HODERUDWH�D�V\VWHP�RI�VXEVLGLHV�DQG�WKHLU�DOORFDWLRQ�IURP�JRYHUQPHQW�IXQGV���7KH
&(%� DV� IRXQGHG� ZLOO� EH� D� VSHFLDOLVHG� EDQN� IRFXVHG� RQ� H[SRUW� VXSSRUW�� � $V
VWLSXODWHG�LQ�WKH�ODZ��LW�ZLOO�EH�RZQHG�E\�WKH�VWDWH�WKURXJK�LWV�VKDUHKROGHUV���7KH
EDQN�ZLOO�HQVXUH�H[SRUW�ILQDQFLQJ�DQG�JRYHUQPHQW�VXSSRUW�DQG�ZLOO�EH�WKH�RQO\
EDQN�DEOH�WR�REWDLQ�VXEVLGLHV�DQG�WKXV�SURYLGH�UHODWLYHO\�LQH[SHQVLYH�PHDQV�IRU
ILQDQFLQJ�H[SRUW�FRQWUDFWV�

)RU�WKHVH�ORDQ�DFWLYLWLHV�WKH�&(%�ZLOO�UHTXLUH�D�FRQGLWLRQ�WKDW�LV�GHWHUPLQHG�E\�WKH
ODZ�DV�ZHOO�DV�UHJXODWLRQV��2(&'�FRQVHQVXV���2(&'�FRQVHQVXV�LV�DQ�DJUHHPHQW
RU�WRRO�XVHG�E\�DOO�2(&'�PHPEHU�FRXQWULHV�WKDW�VHWV�FHUWDLQ�FRQGLWLRQV�LQ�RUGHU
WR� OLPLW� FRPSHWLWLRQ� RU� XQGHUFXWWLQJ� LQ� WKH� DUHD� RI� VWDWH�VXSSRUWHG� ORDQV� DQG
ILQDQFLQJ���2QH�RI�WKHVH�FRQGLWLRQV�LV�DGYDQFHV��L�H��D�PLQLPDO�DGYDQFH�SD\PHQW
RI� ���� DQG� WKH� UHTXLUHPHQW� RI� H[SRUWHU� SDUWLFLSDWLRQ�� � (*$3� VWLSXODWHV
SDUWLFLSDWLRQ�DW�VHOOHU�V�FUHGLW�RI�����DQG�DW�EX\HU�V�FUHGLW�RI�����7KH�ODZ�IXUWKHU
OLPLWV�&(%�E\�UHTXLULQJ�WKDW�HYHU\WKLQJ�LW�ILQDQFHV�PXVW�EH�LQVXUHG�E\�(*$3���,W
UHTXLUHV�WKDW�DW�OHDVW�����RI�WKH�YDOXH�RI�H[SRUWHG�DQG�ILQDQFHG�JRRGV�RULJLQDWH
LQ�WKH�&]HFK�5HSXEOLF�

7KH�&(%�LV�D�MRLQW�VWRFN�FRPSDQ\��ZLWK�IRXQGLQJ�FDSLWDO�RI�&=.�����ELOOLRQ���,Q
DGGLWLRQ�WR�(*$3��ZKLFK�RZQV�RQH�WKLUG��LWV�VKDUHKROGHU�LV�WKH�VWDWH�YLD�YDULRXV
PLQLVWULHV�� WKH�0LQLVWU\� RI� )LQDQFH�� WKH�0LQLVWU\� RI� )RUHLJQ� $IIDLUV� DQG� WKH
0LQLVWU\�RI�$JULFXOWXUH���7KH�&(%�ZLOO�IXQFWLRQ�DV�D�EDQN�DV�GHILQHG�E\�WKH�ODZ
RQ�EDQNV�DQG�LQ�DFFRUGDQFH�ZLWK�WKH�ODZ�RQ�LQVXUDQFH�DQG�ILQDQFLQJ�RI�H[SRUW�ZLWK
VWDWH�VXSSRUW���,W�LV�QRW��WKHQ��D�VWDWH�DJHQF\��DV�LV�WKH�FDVH�LQ�VRPH�QHLJKERXULQJ
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VWDWHV���,W�LV�D�IXOO�IOHGJHG�EDQN�

)RU�SXUSRVHV�RI�DVVLVWLQJ�&]HFK�H[SRUWHUV�LQ�REWDLQLQJ�H[SRUW�ORDQV��WKH�&(%��HYHQ
EHIRUH�LW�FRPPHQFHG�RSHUDWLRQV��ZDV�PDNLQJ��DQG�FRQWLQXHV�WR�PDNH��FRQWDFW
DPRQJ�H[SRUWHUV�DV�ZHOO�DV�ZLWK�UHILQDQFLQJ�EDQNV���,W�LV�DOUHDG\�MRLQWO\�SUHSDULQJ
DQG�GHYHORSLQJ�ORDQ�DJUHHPHQWV���$W�SUHVHQW�VRPH�FDVHV�DUH�HQWHULQJ�WKH�LQLWLDO
SKDVH�HYDOXDWLRQ��DVFHUWDLQLQJ�RI�LQIRUPDWLRQ�DQG�SUHSDUDWLRQ�IRU�QHJRWLDWLRQV
UHJDUGLQJ�ILQDQFLQJ�

�����,QIRUPDWLRQ�6HUYLFHV

&UHDWLQJ�WKH�,QIR�&HQWUXP��FR�ILQDQFHG�E\�WKH�0LQLVWU\�RI�,QGXVWU\�DQG�7UDGH��
DV�ZHOO�DV�&]HFK�&HQWUHV�RSHUDWLQJ�DEURDG��XQGHU�WKH�0LQLVWU\�RI�)RUHLJQ�$IIDLUV�
DUH�SRVLWLYH�GHYHORSPHQWV�LQ�WKLV�ILHOG���7KH�,QIR�&HQWUXP�EHLQJ�D�SDUW�RI�WKH
VWDWH�DGPLQLVWUDWLRQ�JXDUDQWHHV�DOO�H[SRUWHUV�HTXDO�DFFHVV�WR�LQIRUPDWLRQ��%HVLGHV
PDFURHFRQRPLF�LQIRUPDWLRQ��LW�RIIHUV�WHUULWRULDO�LQIRUPDWLRQ�DQG�LQIRUPDWLRQ�RQ
WHQGHUV�DQG�SURMHFWV� �VRXUFHV�DUH� WKH�:RUOG�%DQN�DQG� WKH�(XURSHDQ�%DQN� IRU
5HFRQVWUXFWLRQ�DQG�'HYHORSPHQW����&]HFK�&HQWUHV�ZHUH�FUHDWHG�IURP�SUHYLRXV
FXOWXUDO�GHSDUWPHQWV�RI� VRPH�HPEDVVLHV��7KHLU�SXUSRVH� LV� WZR�IROG�� WR�FROOHFW
LQIRUPDWLRQ� IRU� RXU� H[SRUWHUV� DEURDG� DQG� GLVVHPLQDWH� LQIRUPDWLRQ� RQ� &]HFK
SURGXFWV��DQG�WR�SURPRWH�DQG�KHOS�LPSURYH�LPDJH�RI�&]HFK�SURGXFWV�RYHUVHDV���

���&RQFOXVLRQV

,Q�RQO\�D�IHZ�\HDUV�WKH�&]HFK�5HSXEOLF�KDV�VXFFHHGHG�LQ�GUDVWLFDOO\�UHRULHQWLQJ
LWV� WUDGH� IURP� WKH� IRUPHU� VRFLDOLVW� FRXQWULHV� WR�PDUNHW� HFRQRPLHV�� ,QGXVWULHV
SURGXFLQJ�GLIIHUHQWLDWHG��5	'��DQG�VNLOO�LQWHQVLYH�JRRGV��PDFKLQHU\��WUDQVSRUW
HTXLSPHQW�DQG�LQLWLDOO\�JDUPHQWV�DQG�WH[WLOHV���HQFRXQWHUHG�PRUH�GLIILFXOWLHV
LQ�UHSODFLQJ�WKHLU�YDQLVKLQJ�&0($�PDUNHWV�E\�QHZ�H[SRUWV�WR�PDUNHW�HFRQRPLHV
WKDQ�LQGXVWULHV�H[SRUWLQJ�VWDQGDUG�QDWXUDO�UHVRXUFH�LQWHQVLYH�LQWHUPHGLDU\�JRRGV�
:KLOH�WKH�LQGXVWU\�ZDV�ORRVLQJ�LWV�WUDGLWLRQDO�H[SRUW�PDUNHWV�LQ�WKH�IRUPHU�&0($
DUHD��LW�ZDV�DOVR�ORRVLQJ�VRPH�RI�LWV�GRPHVWLF�PDUNHW��7KH�ORVV�RI�GRPHVWLF�VDOHV
ZDV� FDXVHG� E\� D� GHFOLQH� LQ� UHDO�ZDJHV� DQG� DQ� LQFUHDVLQJ� LPSRUW� SHQHWUDWLRQ�
FRQVHTXHQFHV� RI� ZDJH� FRQWUROV� DQG� RI� SULFH� DQG� IRUHLJQ�WUDGH� OLEHUDOLVDWLRQ�
$QRWKHU�FRQWULEXWLQJ�IDFWRU�ZDV�GHFUHDVLQJ�FRPSHWLWLYHQHVV�RI�&]HFK�JRRGV�RQ
GRPHVWLF�PDUNHWV��7KH�MRLQW�HIIHFW�RI�RXWSXW�DQG�H[SRUW�FKDQJHV�LV�UHIOHFWHG�LQ�DQ
LPSUHVVLYH�LQFUHDVH�RI�WKH�UDWLR�RI�H[SRUWV�WR�VDOHV��0DQXIDFWXULQJ�H[SRUWV�UHDFKHG
DQG�H[FHHGHG��KRZHYHU��WKH�SUH�UHIRUP�OHYHO�RQO\�LQ�WKH�FRXUVH�RI������

7KH�SUHVHQW�FRPSDUDWLYH�DGYDQWDJH�DSSHDUV�WR�EH�WKH�FRVW�DGYDQWDJH�LQ�LQGXVWULHV
SURGXFLQJ�KRPRJHQRXV�JRRGV��7KLV�FRVW�DGYDQWDJH�LV�D�UHVXOW�RI�VHYHUDO�IDFWRUV



��

VXFK�DV� WKH� LQLWLDOO\�GHHSO\�XQGHUYDOXHG�H[FKDQJH�UDWH�� WKH� ORZ�DQG�UHJXODWHG
ODERXU�FRVW�DQG��SUREDEO\�DOVR�DQ� LPSHUIHFW� LQWHUQDOLVDWLRQ�RI�QDWXUDO� UHVRXUFH
GHSOHWLRQ�DQG�HFRORJLFDO�FRVWV��$V�LQIODWLRQ�LQ�WKH�&5�FRQWLQXHV�WR�HURGH�WKH�SUR�
H[SRUW�HIIHFWV�RI�WKH�LQLWLDOO\�XQGHUYDOXHG�FXUUHQF\�DQG�WKH�ODERXU�DQG�QDWXUDO�
UHVRXUFH�FRVW�ULVH��WKH�&5�ZLOO�KDYH�WR�UHO\�SURJUHVVLYHO\�PRUH�RQ�LWV�SRWHQWLDO
FRPSDUDWLYH�DGYDQWDJH�RI�DQ�DEXQGDQFH�RI�VNLOOHG�ODERXU��HVSHFLDOO\�LQ�VHOHFWHG
WHFKQRORJ\�LQWHQVLYH�LQGXVWULHV��7KHVH�LQGXVWULHV�HQMR\HG�VWHDG\��SURWHFWHG�H[SRUWV
WR� WKH�IRUPHU�8665�DQG�RWKHU�&0($�FRXQWULHV�DQG�PRVWO\� WKHLU�FRPSDUDWLYH
DGYDQWDJH�H[LVWHG�RQO\�UHODWLYH�WR�WKHLU�IRUPHU�&0($�SDUWQHUV��7KH�GLVDSSHDUDQFH
RI� WKH� &0($� LQWHJUDWLRQ� PHDQV�� DPRQJ� RWKHU� WKLQJV�� WKDW� WKH\� QRZ� KDYH
GLIILFXOWLHV�UHSODFLQJ�WKHLU�ORVW�H[SRUWV�LQ�WKH�&0($�E\�QHZ�H[SRUWV�WR�PDUNHW
HFRQRPLHV��,Q�RUGHU�WR�HIIHFWLYHO\�GHYHORS�WKHLU�SRWHQWLDO�FRPSDUDWLYH�DGYDQWDJH�
LQGXVWULDO�HQWHUSULVHV�LQ�WKH�JLYHQ�LQGXVWULHV�KDYH�WR�UHVWUXFWXUH�DQG�VHHN�FORVHU
FRRSHUDWLRQ�ZLWK�WHFKQRORJLFDO�OHDGHUV�WKURXJK�MRLQW�YHQWXUHV�DQG�IRUHLJQ�GLUHFW
LQYHVWPHQW��,Q�RUGHU�WR�FUHDWH�IRU�WKHP�FRQGLWLRQV�FRPSDUDEOH�WR�WKRVH�HQMR\HG�E\
WKHLU�FRPSHWLWRUV��DSSURSULDWH�PLFUR�HFRQRPLF�SROLFLHV�VWLOO�KDYH�WR�EH�LQWURGXFHG�
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5()(5(1&(6

%RKDWg��0���DQG�0��)LVFKHU��������$QDO\VLV�RI�WKH�,QGXVWULDO�6HFWRU�GXULQJ�WKH
7UDQVLWLRQ� 3URFHVV�� &HQWUDO� 5HVHDUFK� ,QVWLWXWH� RI�1DWLRQDO� (FRQRP\��1R�
�����

����� ������ �3HUIRUPDQFH� RI� WKH� 0DQXIDFWXULQJ� ,QGXVWU\� GXULQJ
7UDQVIRUPDWLRQ���&(5*(�(,�:RUNLQJ�3DSHU�1R�����

%UXQR��0���������6WDELOL]DWLRQ�DQG�5HIRUP�LQ�(DVWHUQ�(XURSH��$�3UHOLPLQDU\
(YDOXDWLRQ���,0)�:RUNLQJ�3DSHU�1R��������

7KH�&]HFK�5HSXEOLF�DQG�,WV�,QWHJUDWLRQ�ZLWK�WKH�(XURSHDQ�8QLRQ�'RPHVWLF�DQG
,QWHUQDWLRQDO�(FRQRPLF�,VVXHV��������'2&�,,��������5HY����%UXVVHOV�

+DUH��3��DQG�*��+XJKHV���������&RPSHWLWLYHQHVV�DQG�,QGXVWULDO�5HVWUXFWXULQJ�LQ
&]HFKRVORYDNLD��+XQJDU\�DQG�3RODQG���&(35�'LVFXVVLRQ�3DSHU�1R������

,QGXVWU\�LQ�WKH�&]HFK�DQG�6ORYDN�5HSXEOLFV��������2(&'��3DULV�

.RODQGD��0�� ������&]HFKRVORYDN� ,QGXVWU\� LQ� WKH� )LUVW� 3KDVH� RI� WKH� 5HIRUP�
,QVWLWXWH�RI�)RUHFDVWLQJ�RI�WKH�&]HFKRVORYDN�$FDGHP\�RI�6FLHQFHV�

/DQGHVPDQ��0��������,QGXVWULDO�5HVWUXFWXULQJ�DQG�WKH�5HRULHQWDWLRQ�RI�7UDGH�LQ
&]HFKRVORYDNLD��3UDJXH�

2(&'�(FRQRPLF�6XUYH\V��������7KH�&]HFK�DQG�6ORYDN�5HSXEOLFV�

3RVFKHO��-��������7KH�&]HFK�(FRQRP\��,QWHUQDO�DQG�([WHUQDO�'HYHORSPHQWV�VLQFH
�����DQG�)XWXUH�2SWLRQV��:,,:�1R�������-DQXDU\��

5HVWUXFWXULQJ� 0DQXIDFWXULQJ� ,QGXVWU\� DQG� WKH� (PHUJHQFH� RI� 1HZ� )LUPV� LQ
&]HFKRVORYDNLD� DQG� +XQJDU\�� 6WUDWHJ\� IRU� (IILFLHQF\� DQG� 5H�
LQGXVWULDOLVDWLRQ���������3+$5(�$&(�((&�3URMHFW�*UHDW�%ULWDLQ��+XQJDU\�
&6)5�
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$33(1',;

7DEOH�$��
&6)5�2ZQHUVKLS�6WUXFWXUH�LQ�����

SURG� HPSO�
QXPEHU�RI

RUJDQLVDWLRQV

LQGXVWU\��WRWDO�RI�ZKLFK ����� ����� �����

VWDWH�HQWHUSULVHV ���� ���� ����

SULYDWH�HQWHUSULVHV ���� ���� ����

HQWHUSULVHV�ZLWK�IRUHLJQ�FDSLWDO
SDUWLFLSDWLRQ

���� ��� ���

RWKHU�IRUPV�RI�RZQHUVKLS�
�FRRSHUDWLYH��UHOLJLRXV��HWF��

���� ���� ����

LQFOXGHV�IRUHLJQ�DQG�LQWHUQDWLRQDO��IRUHLJQ�SOXV�GRPHVWLF�

6RXUFH��&]HFK�6WDWLVWLFDO�2IILFH
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7DEOH�$����6HOHFWHG�,QGLFDWRUV�RI�3HUIRUPDQFH�����

,QGXVWU\ H[SRUW�VDOHV�UDWLR
H[SRUW�VDOHV
�ELO��&=.�

JRRGV�SURGXFHG
�ELO��&=.��

HPSOR\PHQW
�WKRXV��

,QGXVWU\�WRWDO ����� ������� ������� �������

0DQXIDFWXULQJ ����� ������ ������ �������

0LQLQJ�RI�HQHUJ\�UDZ�PDWHULDO� ����� ������ ������ ����

0LQLQJ�RI�QRQ�HQHUJ\�UDZ�PDWHULDO ����� ����� ����� ���

)RRG�LQGXVWULHV ����� ������ ������� �����

7H[WLOHV�DQG�ZHDULQJ�DSSDUHO ����� ������ ������ �����

/HDWKHU�DQG�IRRWZHDU ����� ����� ������ ����

:RRG�SURGXFWV ����� ����� ������ ����

3DSHU�SULQWLQJ�DQG�SXEOLVKLQJ ����� ����� ������ ����

3HWUROHXP�FRDO�SURGXFWV ����� ������ ������ ����

&KHPLFDOV��SKDUPDFHXWLFDOV ����� ������ ������ ����

5XEEHU�DQG�SODVWLF�SURGXFWV ����� ����� ������ ����

3RWWHU\��FKLQD��JODVV��QRQ�PHWDO�SURGXFWV ����� ������ ������ ����

0HWDOOXUJ\�DQG�PHWDO�SURGXFWV� ����� ����� ������� �����

0DFKLQHU\ ����� ������ ������ �����

(OHFWULFDO�PDFKLQHV ����� ������ ������ ����

7UDQVSRUW�HTXLSPHQW ����� ������ ������ ����

(OHFWULFLW\��JDV��ZDWHU ���� ����� ������� ����
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7HUULWRULDO�6WUXFWXUH�RI�([SRUWV�RI�WKH�&]HFK�5HSXEOLF��LQ�PLO�86'�

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

(8 ���� ���� ���� ���� ���� ���� ���� ���� ����

'HYHORSHG�PDUNHW�HFRQRPLHV ���� ���� ���� ���� ���� ���� ���� ���� ����

([SRUWV�ZLWKRXW�WKH�65 ���� ����� ����� ����� ���� ���� ���� ����� �����

7RWDO�H[SRUWV ���� ����� ����� ����� ���� ���� ���� ����� �����

6RXUFH��'DWDEDVH�RI�WKH�0LQLVWU\�RI�)RUHLJQ�$IIDLUV

7HUULWRULDO�6WUXFWXUH�RI�,PSRUWV�RI�WKH�&]HFK�5HSXEOLF��LQ�PLO�86'�

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

(8 ���� ���� ���� ���� ���� ���� ���� ���� ����
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