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 /HFWXUHU� ,QWHUGLVFLSOLQDU\ &HQWHU +HU]OL\D� ,VUDHO� 6�-�'�� +DUYDUG /DZ 6FKRRO� %�$� �(FR�

QRPLFV�� 7HO $YLY 8QLYHUVLW\� //�%�� 7HO $YLY 8QLYHUVLW\� )RU KHOSIXO FRPPHQWV , ZLVK WR WKDQN

*XLGR )HUUDULQL� DQG SDUWLFLSDQWV DW WKH 6RNRO &ROORTXLXP RQ 3ULYDWL]DWLRQ RI 6HFXULWLHV /DZV�

8QLYHUVLW\ RI 9LUJLQLD 6FKRRO RI /DZ� 2FWREHU �� �����
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�� &ODVVLI\LQJ 6HFXULWLHV 5HJXODWLRQ�������������������������������������
,9� 6HFXULWLHV 5HJXODWLRQ DQG 6WRFN ([FKDQJH 0RELOLW\ ��������������������

$� :KROHVDOH $JHQWV RI &KDQJH �������������������������������������������������
%� 7KH 3ULYDWH� 7UDQVQDWLRQDO 6WRFN ([FKDQJH���������������������������
&� )XWXUH &KDOOHQJHV�������������������������������������������������������������������

9� &RQFOXVLRQ�������������������������������������������������������������������������������������

$%675$&7

7KLV $UWLFOH LGHQWLILHV D QHZ W\SH RI G\QDPLFV DIIHFWLQJ WRGD\¶V LQ�

WHUQDWLRQDO VHFXULWLHV PDUNHWV� ZKLFK LW GXEV ³VWRFN H[FKDQJH PRELOLW\�´
&RPSHWLWLRQ LQ WKHVH PDUNHWV KDV QRZ UHDFKHG VXFK OHYHOV WKDW HYHQ WKH
ODUJHVW VWRFN H[FKDQJHV LQ WKH ZRUOG DUH H[SRVHG WR WKUHDWV RQ WKHLU YHU\
H[LVWHQFH� ,Q WKHLU VWUXJJOH WR VXUYLYH VWRFN H[FKDQJHV DUH VWDUWLQJ WR
WUDQVIRUP LQWR WUDQVQDWLRQDO EXVLQHVV ILUPV ZLWK VKDUHKROGHUV� LVVXHUV�

DQG WUDGHUV RI GLYHUVH QDWLRQDOLWLHV� $V WKH\ EHFRPH ZKROHVDOH DJHQWV RI
VWRFNV DQG WUDGHV� WKH\ DOVR DFTXLUH XQSUHFHGHQWHG EDUJDLQLQJ SRZHU
YLV� �YLV QDWLRQDO VHFXULWLHV UHJXODWRUV� 6RPH RI WKH ODWWHU UHVSRQG LQ
ZD\V WKDW FRQVWLWXWH D QHZ UHJXODWRU\ SDUDGLJP� ZKLFK WKLV $UWLFOH GXEV
³XQLODWHUDO UHFRJQLWLRQ�´ 7KHVH GHYHORSPHQWV PD\ XQGHUPLQH WKH QDWXUH
RI VHFXULWLHV UHJXODWLRQ DV D QDWLRQDOO\ VSHFLILF ERG\ RI ODZ DQG DOVR LP�

SO\ WKDW UHJXODWRU\ UHIRUP SURSRVDOV EDVHG RQ LVVXHU FKRLFH QHHG WR EH
DGMXVWHG WR WKH QHZ PDUNHW UHDOLW\� +RZHYHU� WKH WUDGLWLRQDO FKDUDFWHUL�
]DWLRQ RI VHFXULWLHV UHJXODWLRQ DV SXEOLF ODZ LV OLNHO\ WR UHPDLQ LQWDFW�
LQWHU DOLD� EHFDXVH VHFXULWLHV UHJXODWRUV DUH OLNHO\ WR UHWDLQ WKHLU EHQHIL�
FLDO UROH DV UHJXODWRUV RI WRPRUURZ¶V PDUNHWV�

,� ,1752'8&7,21

7KLV DUWLFOH LGHQWLILHV D QHZ W\SH RI G\QDPLF DIIHFWLQJ WRGD\¶V VHFX�

ULWLHV PDUNHWV� ZKLFK LW GXEV ³VWRFN H[FKDQJH PRELOLW\�´ &RPSHWLWLRQ LQ
LQWHUQDWLRQDO VHFXULWLHV PDUNHWV KDV QRZ UHDFKHG DQ XQSUHFHGHQWHG

OHYHO� VXFK WKDW HYHQ WKH ODUJHVW VWRFN H[FKDQJHV LQ WKH ZRUOG DUH H[�
SRVHG WR WKUHDWV WR WKHLU YHU\ H[LVWHQFH� ,Q WKHLU VWUXJJOH WR VXUYLYH�
VWRFN H[FKDQJHV DUH WUDQVIRUPLQJ� 7KH WUDGLWLRQDO SDWWHUQ RI D PHP�
EHU�RZQHG HQWLW\� UHJXODWHG E\ LWV QDWLRQDO VHFXULWLHV UHJXODWRU� DQG HQ�
MR\LQJ D GRPLQDQW SRVLWLRQ LQ LWV KRPH FRXQWU\ LV GLVDSSHDULQJ� ,QVWHDG�
VWRFN PDUNHWV FRPH LQ DOO VKDSHV DQG VL]HV� 0RUH LPSRUWDQWO\� WKH\

FURVV QDWLRQDO ERXQGDULHV DQG DUH IUHHU WR FKRRVH WKHLU UHJXODWRU\ UH�
JLPH�
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:LWK IHZ H[FHSWLRQV� UHJXODWRUV FRQVWDQWO\ ODJ EHKLQG WKHVH QHZ LQL�

WLDWLYHV DQG IDLO WR DGMXVW WKHLU UHJXODWRU\ UHJLPHV WR WKHP� 3ULYDWH VHF�
WRU DFWRUV DQG RWKHU FRPPHQWDWRUV PD\ WKXV ILQG LW WHPSWLQJ WR GHFU\
UHJXODWRU\ VWDJQDWLRQ DQG DGYRFDWH D VZHHSLQJ KDQGV�RII DSSURDFK LQ
RUGHU WR IDFLOLWDWH SURJUHVV DQG ORZHU WKH FRVWV RI FDSLWDO IRUPDWLRQ� 7KLV
DUWLFOH WDNHV DGYDQWDJH RI WKH SHUVSHFWLYH DYDLODEOH IURP WKH DFDGHPLF

LYRU\ WRZHU LQ RUGHU WR DVVHVV WKH LPSOLFDWLRQV RI WKHVH GHYHORSPHQWV RQ
QDWLRQDO VHFXULWLHV UHJXODWLRQ V\VWHPV LQ D PRUH GHWDFKHG IDVKLRQ� 7KLV
LV QRW DQ HDV\ WDVN� 7KH JOREH WRGD\ LV FULVV�FURVVHG E\ LQQXPHUDEOH
DQG GLIIHUHQW� H[LVWLQJ DQG ZRXOG�EH� WUDQVQDWLRQDO OLQNDJHV EHWZHHQ
QDWLRQDO HTXLW\ PDUNHWV� ZKLFK QRQHWKHOHVV DUH JRYHUQHG E\ QDWLRQDO
UHJXODWRUV�

7KH JRDO RI WKLV DUWLFOH LV ILUVW� WR RUJDQL]H WKH PRUH VLJQLILFDQW GHYHO�

RSPHQWV LQ D VHQVLEOH ZD\� DQG VHFRQG� WR DVVHVV WKHLU LPSOLFDWLRQV DQG
WKH SRWHQWLDO UHJXODWRU\ UHVSRQVHV� %DVHG RQ WKLV DQDO\VLV� WKLV DUWLFOH
ZLOO DUJXH WKDW VHFXULWLHV UHJXODWLRQ ZLOO OLNHO\ UHWDLQ LWV SULQFLSDO FKDU�

DFWHU DV D ERG\ RI SXEOLF ODZ� EXW DOVR WKDW LWV FKDUDFWHU DV SDUWLFXODU QD�
WLRQDO ODZ LV ERXQG WR DWWHQXDWH�

3DUW ,, EHJLQV E\ UHYLHZLQJ PDMRU UHFHQW GHYHORSPHQWV LQ LQWHUQD�

WLRQDO VHFXULWLHV PDUNHWV� 6WRFN H[FKDQJHV UHDFW WR WKH LQFUHDVLQJ FRP�

SHWLWLRQ LQ YDULRXV ZD\V EXW RXW RI WKH GHWDLOV D FOHDU SDWWHUQ FDQ EH GLV�
FHUQHG� 7KHVH UHDFWLRQV W\SLFDOO\ LQFOXGH D FRPELQDWLRQ RI
GHPXWXDOL]DWLRQ� PHUJHUV DQG DOOLDQFHV� RU LQWHUQDWLRQDO OLQNDJHV� 2WKHU
VWRFN H[FKDQJHV RSW IRU DQ DJJUHVVLYH OREE\ RI WKHLU UHJXODWRUV WR DGDSW
WKHLU ODZV WR FRPSHWLWLYH VWDQGDUGV� 7KH ODWWHU UHVSRQG LQ ZD\V WKDW FRQ�
VWLWXWH D QHZ UHJXODWRU\ SDUDGLJP� RQH ZKLFK WKLV DUWLFOH GXEV ³XQLODW�

HUDO UHFRJQLWLRQ�´

3DUW ,,, UHYLVLWV WKH FODVVLILFDWLRQ RI VHFXULWLHV UHJXODWLRQ DV SXEOLF ODZ

E\ WDFNOLQJ WKH WD[RQRP\ IURP GLIIHUHQW DQJOHV²GRFWULQDO� FULWLFDO�
VWUXFWXUDO DQG IXQFWLRQDO� $JDLQVW WKH EDFNGURS RI WKH UHODWLRQV EHWZHHQ

VHFXULWLHV UHJXODWLRQ DQG FRUSRUDWH ODZ� DQG QRWZLWKVWDQGLQJ VHYHUDO
UHVHUYDWLRQV� WKLV 3DUW FRQFOXGHV WKDW VHFXULWLHV UHJXODWLRQ LV VWLOO EHVW
SHUFHLYHG DV SXEOLF ODZ�

3DUW ,9 LGHQWLILHV VWRFN H[FKDQJHV DV WKH QHZ DJHQWV RI FKDQJH LQ WR�

GD\¶V VHFXULWLHV PDUNHWV� DQG DUJXHV WKDW VWRFN H[FKDQJH PRELOLW\
FKDQJHV WKH UXOHV RI WKH JDPH LQ WKH LQWHUQDWLRQDO UHJXODWRU\ FRPSHWL�
WLRQ� ,I FRPSHWLWLRQ IRU LVVXHUV DQG LQYHVWRUV LV OLNHQHG WR FRPSHWLWLRQ LQ
WKH UHWDLO PDUNHW� WKHQ VWRFN H[FKDQJHV DUH� DQG EHKDYH OLNH� ZKROHVDOH
DJHQWV� %HFDXVH WKH\ DUH VR ELJ \HW VWLOO XQGHU JHQXLQH FRPSHWLWLYH
WKUHDW� VWRFN H[FKDQJHV HQMR\ DQ XQSUHFHGHQWHG EDUJDLQLQJ SRVLWLRQ

YLV� �YLV QDWLRQDO UHJXODWRUV� 5HJXODWRU\ UHIRUP SURSRVDOV EDVHG RQ LV�
VXHU FKRLFH WKXV QHHG WR EH DGMXVWHG WR WKLV QHZ UHDOLW\�
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7KLV 3DUW WKHQ LGHQWLILHV VHYHUDO FKDOOHQJHV HQJHQGHUHG E\ WKH WUDQV�

IRUPDWLRQ RI VWRFN H[FKDQJHV LQWR SULYDWH� WUDQVQDWLRQDO ILUPV� VXFK DV
GHWHUPLQLQJ WKHLU QDWLRQDOLW\ DQG DVVLJQLQJ UHJXODWRU\ UHVSRQVLELOLW\
RYHU WKHP� ,Q SDUWLFXODU� WKLV 3DUW DUJXHV WKDW WKH QDWLRQDO LGHQWLW\ RI
VWRFN H[FKDQJHV ZRXOG EH PRVW XVHIXOO\ GHWHUPLQHG E\ WKH UHJXODWRU LQ
FKDUJH RI LWV VXSHUYLVLRQ� 7KH LVVXHV RI VXSUDQDWLRQDO VHFXULWLHV UHJXOD�

WLRQ DQG VXSUDQDWLRQDO DQWLWUXVW UHJXODWLRQ RI VWRFN H[FKDQJHV DUH DOVR
GLVFXVVHG LQ WKLV UHJDUG� 7KH HQWLUH LVVXH� KRZHYHU� VWLOO QDVFHQW� ZLOO
FOHDUO\ UHTXLUH IXUWKHU UHVHDUFK�

,,� '(9(/230(176 ,1 ,17(51$7,21$/ 6(&85,7,(60$5.(76

$W WKH WXUQ RI WKH 0LOOHQQLXP� WKH LQWHUQDWLRQDOL]DWLRQ RI VHFXULWLHV

PDUNHWV KDV FHDVHG WR EH DQ LVVXH RI QHZVZRUWK\ YDOXH� ,QYHVWRUV LQ

PRVW GHYHORSHG FRXQWULHV QRZ KDYH DFFHVV WR IRUHLJQ VHFXULWLHV� DQG LV�
VXHUV LQ DOPRVW HYHU\ FRXQWU\ FDQ WDS WKH PDMRU VWRFN PDUNHWV LQ WKH
8QLWHG 6WDWHV DQG (XURSH WR UDLVH HTXLW\ FDSLWDO� 8QWLO YHU\ UHFHQWO\�
KRZHYHU²DW OHDVW XQWLO WKH ODWH ����V²WKH PDLQ IDFHWV RI WKLV LQWHUQD�
WLRQDOL]DWLRQ ZHUH IRUHLJQ OLVWLQJ DQG FURVV�ERUGHU WUDGLQJ�� ,Q WKH QHDU
SDVW� LVVXHUV XVHG WR KDYH WKHLU VHFXULWLHV OLVWHG RQ WKHLU KRPH FRXQWU\

PDUNHW�� )RUHLJQ LQYHVWRUV FRXOG HLWKHU XVH D FKDLQ RI EURNHU�GHDOHUV WR

�� 9HU\ URXJKO\� DERXW �±��� RI WKH FRPSDQLHV OLVWHG RQ WKH PDMRU $PHULFDQ DQG (XURSHDQ

PDUNHWV DUH IRUHLJQ� 7KH VKDUH RI IRUHLJQ VHFXULWLHV LQ WKRVH PDUNHWV¶ FDSLWDOL]DWLRQ LQ VRPH FDVHV

LV HYHQ KLJKHU� )RU H[FHOOHQW VWDWLVWLFDO GDWD RQ WKH VFRSH RI WUDQVQDWLRQDO OLVWLQJV DQG WUDGLQJ� VHH
WKH ,QWHUQDWLRQDO )HGHUDWLRQ RI 6WRFN ([FKDQJHV �ODVW YLVLWHG 0DUFK �� �����

�KWWS���ZZZ�ILEY�FRP�VWDWLVWLFV�DVS!� 7KH QXPEHUV IRU FURVV�ERUGHU WUDGLQJ YROXPH DUH DOVR TXLWH

VWDJJHULQJ� 7KHVH QXPEHUV� KRZHYHU� DUH DOVR QRWRULRXVO\ GLIILFXOW WR DQDO\]H DQG FRPSDUH� 6HH
$0,5 1� /,&+7� 5(*,21$/ 672&.0$5.(7 ,17(*5$7,21 ,1 (8523(� �+DUY� ,QVW� IRU ,QW¶O 'HY��

&$(5 'LVFXVVLRQ 3DSHU 1R� ��� ������ 0DUFR 3DJDQR 	 %HQQ 6WHLO� (TXLW\ 7UDGLQJ ,� 7KH (YR�

OXWLRQ RI (XURSHDQ 7UDGLQJ 6\VWHPV� LQ 7+( (8523($1 (48,7< 0$5.(76� 7+( 67$7( 2) 7+(

81,21 $1' $1 $*(1'$ )25 7+(0,//(11,80 �� �%HQQ 6WHLO HG�� ����� >KHUHLQDIWHU (8523($1

(48,7<0$5.(76@�

�� %\ ³KRPH FRXQWU\´ , PHDQ SULPDULO\ WKH FRXQWU\ RI LQFRUSRUDWLRQ� 2QH VKRXOG EHDU LQ PLQG�

KRZHYHU� WKDW WKH LVVXH RI FRUSRUDWH QDWLRQDOLW\ LV PRUH FRPSOH[ WKDQ WKDW� 7KH UXOH LQ FRPPRQ

ODZ FRXQWULHV LV UHIOHFWHG LQ 5(67$7(0(17 �7+,5'� 2) )25(,*1 5(/$7,216 /$: 2) 7+(

81,7(' 67$7(6 ���� ������ >KHUHLQDIWHU 5(67$7(0(17@ �³)RU SXUSRVHV RI LQWHUQDWLRQDO ODZ� D

FRUSRUDWLRQ KDV WKH QDWLRQDOLW\ RI WKH VWDWH XQGHU WKH ODZV RI ZKLFK WKH FRUSRUDWLRQ LV RUJDQ�

L]HG�´�� 8QGHU PRVW FRQWLQHQWDO (XURSHDQ V\VWHPV� KRZHYHU� WKH QDWLRQDOLW\ RI D FRUSRUDWLRQ LV

GHWHUPLQHG DFFRUGLQJ WR WKH VLHJH VRFLDO �RU VLHJH UHHO� RI WKH FRUSRUDWLRQ� ZKLFK HPSKDVL]H WKH

SULQFLSDO SODFH RI PDQDJHPHQW� DQG DOVR ORRN EHKLQG WKH IRUPDO GHVLJQDWLRQ RI D SULQFLSDO RIILFH�

,Q SUDFWLFDO HIIHFW� LW LV DQ DGGLWLRQDO UHTXLUHPHQW� VLQFH MXULVGLFWLRQV XVLQJ WKDW VWDQGDUG� VXFK DV

WKH )UHQFK� UHTXLUH WKDW D ILUP EH LQFRUSRUDWHG LQ WKH VWDWH ZKHUH LW KDV LWV VLHJH� 6HH
5(67$7(0(17� VXSUD� ����� DW FPW� F� 7KH VLWXDWLRQ LQ WKH (XURSHDQ 8QLRQ LV LQ IOX[� KRZHYHU�

IROORZLQJ WKH GHFLVLRQ LQ WKH &HQWURV &DVH� &DVH &�������� &HQWURV /WG Y� (UKYHUYV� RJ 6HOVNDE�

VVW\UHOVHQ� ���� (&- &(/(; /(;,6 ���� ������� )RU D UHYLHZ� VHH (''< :<0((56&+�

&(17526� $ /$1'0$5. '(&,6,21 ,1 (8523($1 &203$1< /$: �)LQDQFLDO /DZ ,QVWLWXWH

:RUNLQJ 3DSHU 1R� �������� ������
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WUDGH LQ WKHVH VHFXULWLHV RU WKH LVVXHUV ZRXOG QHHG WR EULQJ WKHLU VHFXUL�
WLHV FORVH WR LQYHVWRUV E\ PDNLQJ D IRUHLJQ OLVWLQJ� $PHULFDQ 'HSRVLWRU\
5HFHLSWV �$'5V� DQG VLPLODU LQVWUXPHQWV LQ RWKHU PDUNHWV �H�J�� *OREDO
'HSRVLWRU\ 5HFHLSWV DQG 6LQJDSRUH 'HSRVLWRU\ 5HFHLSWV� DUH WKH FRP�
PRQ YHKLFOHV IRU WKLV SXUSRVH��

7KH VLWXDWLRQ EHJDQ WR FKDQJH LQ WKH ODWH ����V� DQG WKH FKDQJH EH�

FDPH GUDPDWLF GXULQJ ���������� 7KH VWRFN PDUNHW GRZQWXUQ WKDW EH�
JDQ LQ ODWH ���� PD\ KDYH VORZHG GRZQ WKH WUHQG EXW GLG QRW UHYHUVH
QRU VWRS LW� 7KH DFDGHPLF FRPPXQLW\ VR IDU KDV IDLOHG WR QRWLFH WKLV
VKLIW� KRZHYHU� 7KLV 3DUW SUHVHQWV WKH FRUH GHWDLOV RI QXPHURXV LQWHUQD�

WLRQDOL]DWLRQ LQLWLDWLYHV FXUUHQWO\ XQGHUZD\ DURXQG WKH ZRUOG� $ FDUHIXO
ORRN DW WKHVH GHWDLOV UHYHDOV D QHZ UHDOLW\ HPHUJLQJ ZLWK UHJDUG WR QD�
WLRQDO VWRFN PDUNHWV� )LHUFH FRPSHWLWLRQ EHWZHHQ VWRFN H[FKDQJHV
FDXVHV WKHP WR DEDQGRQ WKH SURWHFWLYH VWDQFH WKH\ XVHG WR WDNH LQ IDYRU
RI PXFK EROGHU VWHSV LQWHQGHG WR VHFXUH EXVLQHVV DQG� DW WKH IRXQGDWLRQ�
WKHLU VXUYLYDO�

7KH IROORZLQJ GLVFXVVLRQ GHVFULEHV D SURIRXQG FKDQJH LQ WKH QDWXUH

RI VWRFN H[FKDQJHV DV D UHVXOW RI WZR LQWHUUHODWHG WUHQGV� QDPHO\� GH�
PXWXDOL]DWLRQ RI� DQG LQWHUQDWLRQDO PHUJHUV RU DOOLDQFHV EHWZHHQ� QD�
WLRQDO VWRFN H[FKDQJHV� 7KH RXWFRPH LV D QHZ OHYHO RI VWRFN H[FKDQJH

PRELOLW\� , WKHQ VNHWFK DQRWKHU OLQH RI GHYHORSPHQW XQGHU ZKLFK VWRFN
H[FKDQJHV SXW SUHVVXUH RQ WKHLU QDWLRQDO UHJXODWRUV WR UHIRUP VHFXULWLHV
ODZ VXFK WKDW WKHLU LQWHUQDWLRQDO FRPSHWLWLYH SRVLWLRQ ZRXOG LPSURYH�
7KH RXWFRPH LV D QHZ UHJXODWRU\ SDUDGLJP RI XQLODWHUDO UHFRJQLWLRQ�

$� 6WRFN ([FKDQJH 0RELOLW\

7KLV 6HFWLRQ GHDOV ZLWK WKH WUHQG RI SULYDWL]DWLRQ� HPERGLHG LQ GHQD�

WLRQDOL]DWLRQ RI VWRFN PDUNHWV DQG VWRFN H[FKDQJH PHUJHUV DQG DOOL�

DQFHV� 7KH PDMRULW\ RI WKHVH LQLWLDWLYHV WDNH SODFH LQ :HVWHUQ (XURSH�
PDLQO\ DPRQJ (XURSHDQ 8QLRQ �(8� VWRFN PDUNHWV� 7KLV IDFW ZDUUDQWV
DW OHDVW WZR SUHOLPLQDU\ QRWHV DV WR ZKDW H[WHQW GHYHORSPHQWV LQ (XURSH
FDQ EH UHJDUGHG DV H[DPSOHV RI D JOREDO WUHQG� RU UDWKHU DV H[FHSWLRQV�
HFRQRPLFDOO\ VLJQLILFDQW WKRXJK WKH\ PD\ EH�

)LUVW� WKH (8 HQMR\V D XQLTXH UHJXODWRU\ HQYLURQPHQW� ZKLFK LV EDVHG

SULPDULO\ RQ WKH ,QYHVWPHQW 6HUYLFHV 'LUHFWLYH �,6'��� 7KH ,6' DQG

�� 6HH $PLU 1� /LFKW� *HQLH LQ D %RWWOH" $VVHVVLQJ 0DQDJHULDO 2SSRUWXQLVP LQ ,QWHUQDWLRQDO
6HFXULWLHV 7UDQVDFWLRQV� ���� &2/80� %86� /� 5(9� ��� ��±�� �UHYLHZLQJ $'5V�� 0DUN $�

6DXQGHUV� $PHULFDQ 'HSRVLWDU\ 5HFHLSWV� $Q ,QWURGXFWLRQ WR 8�6� &DSLWDO 0DUNHWV IRU )RUHLJQ

&RPSDQLHV� �� )25'+$0 ,17¶/ /� 5(9� ��� ��±�� ������ �VDPH��

�� 6HH &RXQFLO 'LUHFWLYH ������((& RI �� 0D\ ���� RQ ,QYHVWPHQW 6HUYLFHV LQ WKH 6HFXULWLHV

)LHOG� ���� 2�-� (XU� &RPP� �1R� / �����



6(0 ������� �����

��� 9,5*,1,$ -2851$/ 2) ,17(51$7,21$/ /$: >9RO� ����

RWKHU (8 GLUHFWLYHV HVWDEOLVK D UHJLPH RI PXWXDO UHFRJQLWLRQ LQ PHPEHU
VWDWHV¶ VHFXULWLHV UHJXODWLRQ� XQGHU ZKLFK D UHJXODWRU\ DSSURYDO E\ RQH
PHPEHU VWDWH²VD\� RI D SURVSHFWXV RU D VWRFN PDUNHW²LV YDOLG DFURVV
WKH 8QLRQ DQG VHUYHV OLNH D ³VLQJOH SDVVSRUW�´� 7KLV UHJLPH SURYHV H[�
FHSWLRQDOO\ FRQGXFLYH WR VWRFN H[FKDQJH LQWHJUDWLRQ� 7KH UHJLPH LV DOVR
SDUW DQG SDUFHO RI D PXFK EURDGHU VXSUDQDWLRQDO SROLWLFDO DQG OHJDO

VWUXFWXUH DQG D SROLF\ WKDW VWULYHV IRU HYHU�JURZLQJ HFRQRPLF DQG SROLWL�
FDO LQWHJUDWLRQ LQ :HVWHUQ (XURSH��

6HFRQG� UHODWLYHO\ IHZ SHRSOH UHPHPEHU WKDW (XURSH KDV DOUHDG\ ZLW�

QHVVHG D FRQVLGHUDEOH QXPEHU RI SODQV DQG SURMHFWV IRU VWRFN PDUNHW

LQWHJUDWLRQ� 7KH UHDVRQ WKDW QDPHV OLNH ,',6� (XURTXRWH� (XUROLVW DQG
1RUGTXRWH DUH QRZ ODUJHO\ IRUJRWWHQ LV WKDW WKHVH SURMHFWV KDYH DOO IDLOHG
DQG EHHQ VKXW GRZQ� 7KH\ KDYH IDLOHG EHFDXVH WKH YDULRXV VWRFN H[�
FKDQJHV LQYROYHG LQ WKHVH SURMHFWV ZHUH QHYHU DEOH WR UHDFK PHDQLQJIXO
FRRSHUDWLRQ� ZKLFK ZRXOG KDYH UHTXLUHG WKHP WR RYHUFRPH PXWXDO UL�
YDOU\ DQG FRPSHWLWLRQ�� 2QH FRXOG WKXV ULJKWO\ ZRQGHU KRZ FXUUHQW

SURMHFWV OLNH L;� (XURQH[W DQG 1RUH[ GHVFULEHG EHORZ GLIIHU LQ DQ\
ZD\V RWKHU WKDQ WKHLU WLWOH�

(OVHZKHUH , KDYH H[SUHVVHG VRPH VNHSWLFDO YLHZV DV WR WKH YLDELOLW\

RI SDVW (XURSHDQ LQWHJUDWLRQ SURMHFWV�� 1HYHUWKHOHVV� WKLV DUWLFOH DVVHUWV

WKDW WKH VLWXDWLRQ LV GLIIHUHQW WKLV WLPH DURXQG DQG WKDW (XURSH GRHV RIIHU
VRPH JOREDOO\ DSSOLFDEOH OHVVRQV� 7KLV LV EHFDXVH WKH LQWHUQDO VWUXFWXUH
RI VWRFN H[FKDQJHV QRZ IDFHV D SHULRG RI FKDQJH DQG EHFDXVH H[WHUQDO
FRPSHWLWLYH WKUHDWV WR WKHP DUH PXFK PRUH UHDO DQG LPPHGLDWH WKDQ EH�
IRUH� %RWK RI WKHVH DVSHFWV PD\ EH PRUH HPSKDVL]HG LQ� EXW DUH GHIL�
QLWHO\ QRW OLPLWHG WR� WKH (XURSHDQ 8QLRQ�

�� 'HPXWXDOL]DWLRQ

$ VLJQLILFDQW IDFWRU VSXUULQJ WKH PHUJHU DQG DOOLDQFH PRYHPHQW LV WKH

GHPXWXDOL]DWLRQ RI VWRFN H[FKDQJHV� QDPHO\� WKH WUDQVIRUPDWLRQ RI
VWRFN H[FKDQJHV IURP QRW�IRU�SURILW PXWXDO DVVRFLDWLRQV WR IRU�SURILW

�� 6HH JHQHUDOO\ 0DQQLQJ *LOEHUW :DUUHQ ,,,� 7KH (XURSHDQ 8QLRQ¶V ,QYHVWPHQW 6HUYLFHV 'L�

UHFWLYH� �� 8� 3$� -� ,17¶/ %86� /� ��� ������ �SURYLGLQJ D EDVLF UHYLHZ RI WKH ,6'�� )RU DVVHVV�

PHQWV RI WKH ,6'¶V LPSDFW RQ (XURSHDQ VWRFN PDUNHWV� VHH JHQHUDOO\ (8523($1 6(&85,7,(6

0$5.(76� 7+( ,19(670(17 6(59,&(6 ',5(&7,9( $1' %(<21' �*XLGR )HUUDULQL HG�� �����

>KHUHLQDIWHU (8523($1 6(&85,7,(60$5.(76@� %HQQ 6WHLO� (TXLW\ 7UDGLQJ ,9� 7KH ,6' DQG WKH

5HJXODWLRQ RI (XURSHDQ 0DUNHW 6WUXFWXUH� LQ (8523($1 (48,7<0$5.(76� VXSUD QRWH �� DW ����
�� 6HH /LFKW� VXSUD QRWH �� DW ��±��� VHH JHQHUDOO\� :,//,$0 :$//$&(� 5(*,21$/

,17(*5$7,21� 7+(:(67 (8523($1 (;3(5,(1&( �������

�� )RU D GHWDLOHG DFFRXQW RI WKHVH SURMHFWV DQG DQ DQDO\VLV RI WKHLU IDLOXUH� VHH /LFKW� VXSUD QRWH
�� DW ��±���

�� ,G� DW ��±���
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EXVLQHVV FRUSRUDWLRQV�� 6RPH RI WKH VWRFN H[FKDQJHV WKDW GHPXWXDOL]H
DOVR WDNH D EROGHU VWHS DQG EHFRPH SXEOLFO\ KHOG FRUSRUDWLRQV DV WKH\
OLVW WKHLU VWRFNV RQ WKHLU RZQ ERDUGV� 7KHVH VWUXFWXUDO UHIRUPV VLJQLI\ D
SURIRXQG FKDQJH DV FRPSDUHG WR WKH WUDGLWLRQ RI D PXWXDO DVVRFLDWLRQ
VWUXFWXUH WKDW ODVWHG IRU FHQWXULHV�

7KH KDUELQJHU RI WKLV WUHQG ZDV WKH 6WRFNKROP 6WRFN ([FKDQJH

�66(�� ZKLFK LQ ���� EHFDPH D VXEVLGLDU\ RI D SXEOLFO\ WUDGHG FRUSRUD�
WLRQ� 20 *UXSSHQ $%� &RQVHTXHQW WR LWV PHUJHU LQWR 20 *UXSSHQ LQ
����� WKH 66( EHFDPH D SXEOLFO\ KHOG FRUSRUDWLRQ LQ LWV RZQ ULJKW�
$URXQG ����� WKH VWRFN H[FKDQJHV RI $PVWHUGDP� &RSHQKDJHQ DQG

+HOVLQNL EHFDPH IRU�SURILW FRUSRUDWLRQV� DOWKRXJK QRW SXEOLFO\ WUDGHG�
DQG WKH VWRFN H[FKDQJHV RI 0LODQ DQG $WKHQV ZHUH SULYDWL]HG E\ VHOOLQJ
VKDUH EORFNV WR SULYDWH LQYHVWRUV���

7KH $XVWUDOLDQ 6WRFN ([FKDQJH �$6;�� ZKLFK GHPXWXDOL]HG LQ �����

LQGHHG ZDV WKH ZRUOG¶V ILUVW H[FKDQJH ZLWK LWV RZQ VKDUHV OLVWHG RQ LWV
RZQ PDUNHW��� $6; RIILFLDOV DVVHVVHG WKDW WKH PRYH ZDV LPSHUDWLYH LQ
RUGHU WR FRQIURQW FRPSHWLWLYH WKUHDWV IURP IRUHLJQ VWRFN H[FKDQJHV DV
ZHOO DV HOHFWURQLF FRPPHUFH QHWZRUNV �(&1¶V�� ZKLFK²DV SUL�
YDWHO\�KHOG EXVLQHVVHV²DUH PRUH DWWHQWLYH WR PDUNHW IRUFHV� ³$V D
OLVWHG� IRU�SURILW HQWLW\� WKH $6; LV QRZ GULYHQ E\ ERWWRP�OLQH FRQVLG�

HUDWLRQV UDWKHU WKDQ WKH QHHGV RI D VWRFNEURNHUV�RQO\ FOXE�´ DFFRUGLQJ WR
$6; 0DQDJLQJ 'LUHFWRU 5LFKDUG +XPSKULHV���

:LWKLQ OHVV WKDQ WKUHH \HDUV� D ZDYH RI GHPXWXDOL]DWLRQ KDV LQ VRPH

ZD\ VZHSW RYHU DOPRVW HYHU\ VWRFN H[FKDQJH RQ WKH JOREH� ZLWK VLPLODU

UHDVRQV PHQWLRQHG IRU DOO WKHVH SURMHFWV� ,Q -XO\ RI ����� ERWK WKH
1<6( DQG 1$6'$4 ZHUH FRQVLGHULQJ SODQV WR FRQYHUW IURP QRQ�SURILW
LQVWLWXWLRQV WR IRU�SURILW FRUSRUDWLRQV��� $ \HDU ODWHU� LQ -XO\ ����� WKH
/RQGRQ 6WRFN ([FKDQJH EHFDPH D TXRWHG FRPSDQ\� OLVWHG RQ LWV RZQ
ERDUG� DIWHU VRPH ��� \HDUV DV D PXWXDO VRFLHW\ RZQHG E\ LWV VWRFNEUR�

�� 2Q WKH LPSOLFDWLRQV RI SHUFHLYLQJ VWRFN H[FKQDJHV DV EXVLQHVV ILUPV� VHH &DUPLQH 'L 1RLD�

&RPSHWLWLRQ DQG ,QWHJUDWLRQ $PRQJ 6WRFN ([FKDQJHV LQ (XURSH� 1HWZRUN (IIHFWV� ,PSOLFLW 0HUJ�

HUV DQG 5HPRWH $FFHVV� � (85� ),1� 0*07� �� �������

��� )RU DQ H[FHOOHQW UHYLHZ DQG DQDO\VLV� VHH *XLGR )HUUDULQL� ([FKDQJH *RYHUQDQFH DQG

5HJXODWLRQ� $Q 2YHUYLHZ� LQ (8523($1 6(&85,7,(6 0$5.(76� VXSUD QRWH �� DW ���� 6HH DOVR

$LOVD 5RHOO� &RPSHWLWLRQ $PRQJ (XURSHDQ ([FKDQJHV� 5HFHQW 'HYHORSPHQWV� LQ (8523($1

6(&85,7,(6 0$5.(76� VXSUD QRWH �� DW ���� ���� 9LQFHQW %RODQG� $6; 6HW WR 'HPXWXDOLVH 1H[W

0RQWK� ),1� 7,0(6 �/21'21�� 6HSW� ��� ����� DW ��� 6LPRQ 'DYLHV� 'HPXWXDOLVDWLRQ� 7UDGLQJ RQ

%RUURZHG 7LPH� ),1� 7,0(6 �/21'21�� 0DU� ��� ����� DW ��

��� 6HH 0DVDNR )XNXL� $XVWUDOLDQ ([FKDQJH %UHDNV 1HZ *URXQG LQ (IILFLHQF\ 3XVK� 7+(

1,..(,:((./<� 2FW� ��� ����� DW ���

��� ,G�
��� 6HH 'LDQD +HQULTXHV� 1DVGDT DQG %LJ %RDUG 0RYH $KHDG :LWK 3ODQV WR *R 3XEOLF� ,17¶/

+(5$/' 75,%81(� -XO\ ��� ����� DW ���
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NHU PHPEHUV��� $FFRUGLQJ WR WKH ,QWHUQDWLRQDO )HGHUDWLRQ RI 6WRFN ([�
FKDQJHV �),%9�� LQ ODWH ����� GHPXWXDOL]DWLRQ ZDV XQGHU FRQVLGHUDWLRQ
E\ IRUW\�IRXU RI ),%9¶V ILIW\�WZR PHPEHUV²ZLWK VHYHUDO DOVR FRQVLG�
HULQJ SXEOLF VWRFN RIIHULQJ���

7KH IXOO LPSOLFDWLRQV RI GHPXWXDOL]DWLRQ EHFRPH FOHDU ZKHQ VWRFN

H[FKDQJHV DUH SXEOLFO\ WUDGHG DQG WKXV H[SRVHG WR KRVWLOH WDNHRYHU ELGV�
7KLV VFHQDULR XVHG WR EH SXUHO\ K\SRWKHWLFDO EXW EHFDPH UHDOLW\ GXULQJ
WKH ZULWLQJ RI WKLV DUWLFOH� $ERXW D PRQWK DIWHU WKH /6( ZHQW SXEOLF� WKH
20 *UXSSHQ RQFH DJDLQ VWXQQHG WKH ILQDQFLDO FRPPXQLW\ ZKHQ LW DQ�
QRXQFHG� IRU WKH ILUVW WLPH� D KRVWLOH ELG IRU /6( VKDUHV� 7KH ELG WRRN

SODFH RQO\ WZR ZHHNV EHIRUH /6( VKDUHKROGHUV ZHUH VXSSRVHG WR YRWH
RQ WKH PHUJHU SODQ ZLWK )UDQNIXUW¶V 'HXWVFKH %RHUVH� )URP WKDW SRLQW
RQZDUG� HYHQWV TXLFNO\ XQIROGHG DV WKH\ ZRXOG LQ D W\SLFDO $PHULFDQ
KRVWLOH ELG� EXW LQ D PDQQHU YHU\ DW\SLFDO IRU QDWLRQDO VWRFN H[FKDQJHV�

$OWKRXJK /6( RIILFLDOV DQG VKDUHKROGHUV WHQGHG WR WUHDW WKH

FDVK�DQG�VKDUH RIIHU DV WRR ORZ� WKH ELG IRUFHG /6( PDQDJHPHQW WR LQ�
GHILQLWHO\ SRVWSRQH WKH YRWH� ,Q WKH IDFH RI PRXQWLQJ FULWLFLVP� WKH /6(
KDG WR FDOO RII WKH PHUJHU� HYHQ DIWHU WKH 'HXWVFKH %RHUVH UHFRQVLGHUHG
LWV WHUPV��� 3XUVXDQW WR WKH &LW\ &RGH RQ WDNHRYHUV DQG PHUJHUV� WKH
/6( SXEOLVKHG D VWURQJO\ ZRUGHG 'HIHQFH 'RFXPHQW��� WR ZKLFK 20

UHVSRQGHG TXLWH YHKHPHQWO\��� 0HDQZKLOH� VHYHUDO ³ZKLWH NQLJKWV´ ZHUH
PHQWLRQHG DV SRWHQWLDO FRXQWHU�ELGGHUV� LQFOXGLQJ 1$6'$4� WKH
MXVW�HVWDEOLVKHG (XURQH[W� DQG HYHQ WKH 'HXWVFKH %RHUVH� SRVVLEO\ ZLWK
WKH 0DGULG DQG 0LODQ 6WRFN ([FKDQJH��� 7KH ELG HYHQWXDOO\ IHOO
WKURXJK GXH WR YHU\ ORZ WHQGHULQJ IURP /6(¶V VKDUHKROGHUV���

��� 6HH 3DWULFN -HQNLQV� 6HWWLQJ 6DLO RQ D 6HD RI &RPSURPLVH� &DQ WKH /RQGRQ�)UDQNIXUW

6WRFN ([FKDQJH 0HUJHU 'HOLYHU� ),1� 7,0(6 �/21'21�� -XO\ ��� ����� DW ��

��� 6HH 7KRPDV &UDPSWRQ� 6WRFN�0DUNHW /HDGHUV )UHW $ERXW 2Q�/LQH 8SVWDUWV� ,17¶/

+(5$/' 75,%81(� 2FW� ��� ����� DW ��� 7KH PHPEHUV RI ),%9 ZHUH WKHQ UHSUHVHQWLQJ �� SHUFHQW

RI WKH ZRUOG¶V PDUNHW FDSLWDOL]DWLRQ� ,G� )RU IXUWKHU DQDO\VLV RI VWRFN H[FKDQJH GHPXWXDOL]DWLRQ�

VHH )HUUDULQL� VXSUD QRWH ��� 0DUFR 2QDGR� &RPSHWLWLRQ $PRQJ ([FKDQJHV RU )LQDQFLDO 6\V�
WHPV"� LQ (8523($1 6(&85,7,(60$5.(76� VXSUD QRWH �� DW ���±���

��� 6HH� H�J�� $ODQ &RZHOO 	 6X]DQQH .DSQHU� 7DNHRYHU )LJKW 8QGHU :D\ IRU /RQGRQ 6WRFN ([�

FKDQJH� 1�<� 7,0(6� $XJ� ��� ���� �LQWHUQHW HGLWLRQ�� 3DXO %HWWV HW DO�� 2IILFLDOV 5DOO\ WR 'HIHQG
0HUJHU 3ODQ� ),1� 7,0(6 �/21'21�� $XJ� ��� ����� DW �� 1LFKRODV *HRUJH 	 &KDUOHV 3UHW]OLN�

6WRFN ([FKDQJH 8S IRU *UDEV� ),1� 7,0(6 �/21'21�� $XJ� ��� ����� DW �� 'DQ *OHGKLOO 	 -DVRQ

1LVVH� 7KH 7KLQJ ,V � � � 7KH 6WRFN ([FKDQJH� 7+( ,1'(3(1'(17 �/21'21�� 6HSW� ��� ����� DW ��
��� 6HH /21'21 672&. (;&+$1*( 3/&� $ 68&&(66)8/ $1' 9$/8$%/( %86,1(66� 5(-(&7

20 *5833(1¶6 %,' �YLVLWHG 0DUFK �� ����� �KWWS���ZZZ�ORQGRQVWRFNH[FKDQJH�

FRP�GHIHQFH�!�

��� 6HH 20 *5833(1 $%� 20 *5283� 67$7(0(17 21 /6( '()(1&( '2&80(17� 5(*�

1(:6 6(59,&(� 6HSW� ��� ���� �³/6(¶V GHIHQFH GRFXPHQW GHPRQVWUDWHV DJDLQ WKDW /6( KDV� 1R

6WUDWHJ\� 1R 0DQDJHPHQW� 1R 9LVLRQ´��

��� 6HH $QGUHZ *DUILHOG� %UHXHU� µ/6( /DFNV 3ODWIRUP WR *R ,W $ORQH¶� 7+( ,1'(3(1'(17

�/21'21�� 6HSW� ��� ����� DW ��� -LOO 7UHDQRU 	 0DUN 0LOQHU� ([FKDQJH %DWWOH %HJLQV� 'HIHQFH
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7KH HYHQWXDO RXWFRPH RI WKH EDWWOH RYHU WKH /6( LV RI VHFRQGDU\ LP�

SRUWDQFH IRU WKH SUHVHQW DQDO\VLV� 7KH FUXFLDO SRLQW LV WKDW GHPXWXDOL]D�
WLRQ� DQG HVSHFLDOO\ SXEOLF IORDWDWLRQ RI VWRFN H[FKDQJHV� WUDQVIRUP
WKHP LQWR UHJXODU EXVLQHVV FRUSRUDWLRQV WKDW FDQ EH ERXJKW� VROG� DQG UH�
RUJDQL]HG OLNH DQ\ RWKHU ILUP²DFFRUGLQJ WR WKH SULYDWH LQWHUHVWV RI SUL�
YDWH DFWRUV� ,Q WHUPV RI UHJXODWLRQ� 20 HVWLPDWHG WKDW ³>W@KH RSHUDWLRQV

RI WKH /6( ZLOO QRW LQLWLDOO\ FKDQJH PDWHULDOO\ DQG� WKHUHIRUH� LVVXHV UH�
ODWLQJ WR PDUNHW LQWHJULW\ VWUXFWXUH DQG VXUYHLOODQFH VKRXOG QRW DULVH�´��

:KLOH WKLV PLJKW EH WUXH IRU WKH LQLWLDO VWDJH� HIIRUWV WR FKDQJH WKH YHQXH
RI WKH ([FKDQJH¶V RSHUDWLRQV DUH OLNHO\ WR HQWDLO UHJXODWRU\ FRQVH�
TXHQFHV� DV WKH SURMHFWV RI VWRFN H[FKDQJH PHUJHUV GLVFXVVHG EHORZ H[�
HPSOLI\�

�� 0HUJHUV DQG $OOLDQFHV

(YHQ EHIRUH VWRFN H[FKDQJHV FRXOG EH ERXJKW DQG VROG� WKH\ FRXOG

JHW WRJHWKHU LQ YDULRXV ZD\V� UDQJLQJ IURP MRLQW OLVWV WR MRLQW LQIRUPD�
WLRQ IHHGV WR RWKHU IRUPV RI OLQNDJH� $V DOUHDG\ QRWHG� WKHVH ³LQWHJUD�
WLRQ´ SURMHFWV²SDUWLFXODUO\ LQ (XURSH²KDYH DOO IDLOHG� PDLQO\ EHFDXVH
WKH\ WHQGHG WR UHSUHVHQW HIIRUWV WR WKZDUW FRPSHWLWLRQ DQG SURWHFW PHP�
EHUV¶ LQWHUHVWV RQ D QDWLRQDO WHUULWRULDO EDVLV��� 7KH JURZLQJ OHYHOV RI
IRUHLJQ OLVWLQJ DQG FURVV�ERUGHU WUDGLQJ� WRJHWKHU ZLWK HOHFWURQLF SULYDWH

WUDGLQJ V\VWHPV EURXJKW FRPSHWLWLRQ LQ WKLV ILHOG WR D QHZ OHYHO� 7KH\
KDYH IRUFHG VWRFN H[FKDQJHV WR FRQVLGHU LQ HDUQHVW� IRU WKH ILUVW WLPH�
UHDO PHUJHUV DQG DOOLDQFHV LQ RUGHU WR VXUYLYH�

7KH QXPEHU DQG VFRSH RI PHUJHU DQG DOOLDQFH SURMHFWV XQGHUZD\ RU LQ

RSHUDWLRQ LQ WKH VHFRQG KDOI RI ���� DUH GD]]OLQJ� DV H[HPSOLILHG E\ WKH
IROORZLQJ SDUWLDO OLVW� %H\RQG H[LJHQFLHV RI VFRSH� WKH GHWDLOV SURYLGHG
RQ HDFK SURJUDP DUH VSDUVH EHFDXVH WKHLU FRQILJXUDWLRQ LV VWLOO YDJXH RU
KDV EHFRPH LPPDWHULDO���

L; ± WKH DERUWHG PHUJHU EHWZHHQ WKH /6( DQG WKH 'HXWVFKH
%RHUVH �'%�� 7KH VWRFN H[FKDQJHV RI 0LODQ DQG 0DGULG H[�

'RFXPHQW $JDLQVW 20 ([SHFWHG WR 7ULJJHU %LGV IURP 5LYDOV� 7+( *8$5',$1 �/21'21�� 6HSW�

��� ����� DW ���
��

6HH 6ZHGLVK 20 *URXS )DLOV LQ %LG IRU /RQGRQ 6RFN ([FKDQJH� '(876&+(

35(66(�$*(1785� 1RY� ��� ����

��� )RU WKH HQWLUH RIIHU GRFXPHQW� VHH /21'21 672&. (;&+$1*(� 2))(5 %< 20 *5283�

5(*� 1(:6 6(59,&(� $XJ� ��� ����� DW $SSHQGL[ ,�

��� 6HH� H�J�� /LFKW� VXSUD QRWH �� DW ��±��� VHH DOVR LQIUD QRWH ���

��� 6HH DOVR $OEHUWR &\ER�2WWRQH� &DUPLQH 'L 1RLD� 	 0DXUL]LR 0XUJLD� 5HFHQW 'HYHORSPHQW

LQ WKH 6WUXFWXUH RI 6HFXULWLHV 0DUNHWV� LQ %522.,1*6�:+$5721 3$3(56 21 ),1$1&,$/

6(59,&(6 ����� ��� �5REHUW /LWDQ 	 $QWKRQ\ 0� 6DQWRPHUR HGV�� ����� �UHYLHZLQJ FRQVROLGD�

WLRQ GHDOV DPRQJ VHFXULWLHV H[FKDQJHV LQ WKH (8 DQG WKH 8QLWHG 6WDWHV GXULQJ WKH SDVW GHFDGH��
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SUHVVHG WKHLU LQWHQW WR MRLQ L; DIWHU LW LV LPSOHPHQWHG DQG
1$6'$4 KDG DOVR EHHQ PHQWLRQHG DV D SDUWQHU LQ L; �DIWHU
WKH /6( UHMHFWHG LWV PHUJHU RIIHU����

(XURQH[W ± D PHUJHU EHWZHHQ WKH $PVWHUGDP� %UXVVHOV� DQG
3DULV %RXUVHV LQWR D 'XWFK ILUP� (XURQH[W 19� ZKLFK LV WR JR
SXEOLF LQ ������� 7KH /LVERQ 6WRFN ([FKDQJH DQQRXQFHG
SODQV WR MRLQ (XURQH[W LQ HDUO\ �������

*OREDO (TXLW\ 0DUNHW �*(0� ± D SODQQHG DOOLDQFH EHWZHHQ
(XURQH[W¶V PHPEHUV DQG VHYHQ RWKHU VWRFN H[FKDQJHV LQ 1HZ
<RUN� 7RN\R� +RQJ .RQJ� 6LGQH\� 0H[LFR &LW\� 7RURQWR DQG
6DR 3DROR� ZKLFK ZRXOG RIIHU ���KRXU WUDGLQJ���

9LUW�; ± DQ DOOLDQFH EHWZHHQ WKH 6ZLVV 6WRFN ([FKDQJH
�6:;� DQG 7UDGHSRLQW� WKH /RQGRQ�EDVHG HOHFWURQLF WUDGLQJ
V\VWHP� ZKLFK RIIHUV D SDQ�(XURSHDQ WUDGLQJ SODWIRUP IRU
EOXH�FKLS VWRFNV� 7KH 86�EDVHG $UFKLSHODJR ([FKDQJH� DQ

DOOLDQFH EHWZHHQ $UFKLSHODJR DQG WKH 3DFLILF 6WRFN ([�
FKDQJH� VDLG LW FRXOG OLQN WR 9LUW�;���

1RUH[ ± DQ DOOLDQFH EHWZHHQ WKH VWRFN H[FKDQJHV RI 6WRFN�

KROP� &RSHQKDJHQ� 2VOR DQG ,FHODQG� %DOWLF VWRFN H[FKDQJHV
LQ (VWRQLD� /DWYLD DQG /LWKXDQLD H[SUHVVHG LQWHQW WR MRLQ LW E\
PLG��������

(XUR 10 ± D QHWZRUN RI WUDGLQJ OLVWV IRU JURZWK FRPSDQLHV�
HDFK UXQ VHSDUDWHO\ E\ WKH VWRFN H[FKDQJHV RI )UDQNIXUW�
3DULV� $PVWHUGDP� %UXVVHOV DQG 0LODQ��� (XUR 10 ZDV GLV�

��� 6HH� H�J�� 'DQ *OHGKLOO 	 -DVRQ 1LVVH� 1DVGDT 0HUJHU 2IIHU 6KXQQHG E\ /RQGRQ� 7+(
,1'(3(1'(17 �/21'21�� -XO\ ��� ����� DW �� *UDQW 5LQJVKDZ� &LW\� 7KH �� )DWDO )ODZV RI WKH

L; 0HUJHU� 681'$< 7(/(*5$3+ �/21'21�� -XO\ ��� ����� DW ��

��� 6HH� H�J�� *RUGRQ &UDPE� ,QWHUQDWLRQDO &DSLWDO 0DUNHWV� 'XWFK -REEHU *LYHV :DUQLQJ RQ
(XURQH[W� ),1� 7,0(6 �/21'21�� $XJ� �� ����� DW ��� (XURQH[W ([FKDQJH LV /DXQFKHG RQ 3URP�

LVH WR 6HHN (DUO\ /LVWLQJ� $*(1&( )5$1&(� 6HSW� ��� �����

��� 6HH 3HWHU :LVH� /LVERQ %RXUVH 6WDUWV 7DONV WR -RLQ (XURQH[W LQ ����� ),1� 7,0(6

�/21'21�� 2FW� �� ����� DW ���

��� 6HH� H�J�� $QGUHZ *DUILHOG� 7HQ ([FKDQJHV 3ODQ *OREDO ���+RXU 'HDOLQJ� 7+(

,1'(3(1'(17 �/21'21�� -XQH �� ����� DW ��� -RKQ /DEDWH 	 $OLQH YDQ 'X\Q� ,QWHUQDWLRQDO
&DSLWDO 0DUNHWV� *(0 DQG L; &KRRVH 'LIIHUHQW 3DWKV� ),1� 7,0(6 �/21'21�� -XQH �� ����� DW

���

��� 6HH� H�J�� -RKQ /DEDWH� 1HZ ([FKDQJH /RRNV 7RZDUGV (XURSHDQ /LQN� %86� :((.� -XO\

��� ����� DW ��� 6WDQOH\ 5HHG� 7KH %DWWOH IRU (XURSH¶V %OXH�&KLSV� %86� :((.� -XO\ ��� ����� DW

���

��� 6HH� H�J�� %DOWLF 6WDWHV 3UHSDUH WR -RLQ 1RUGLF $OOLDQFH� ),1� 7,0(6 �/21'21�� -XQH ���

����� DW ���

��� )RU D KLVWRULFDO DFFRXQW RI (XUR 10� VHH /LFKW� VXSUD QRWH �� DW ��±���
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EDQGHG DW WKH HQG RI ���� VXEVHTXHQW WR WKH FRPPHQFHPHQW
RI (XURQH[W¶V RSHUDWLRQ�

7KLV OLVW GRHV QRW LQFOXGH VHYHUDO RYHUVHDV DOOLDQFHV WR ZKLFK

1$6'$4 LV D SDUW\ LQ VRPH ZD\��� 1RU GRHV LW LQFOXGH DQQRXQFHG DOOL�
DQFHV WKDW VHHP GXELRXV RQ WKHLU IDFH� VXFK DV WKH RQH EHWZHHQ
1$6'$4 DQG WKH VWRFN H[FKDQJHV RI 7HO $YLY� &DLUR DQG ,VWDQEXO���

)LQDOO\� WKH OLVW GRHV QRW LQFOXGH (&1 HQWHUSULVHV WKDW RSHUDWH RU SODQ WR
RSHUDWH DFURVV QDWLRQDO ERUGHUV� VXFK DV ,QVWLQHW� (�&URVVQHW� 3RVLW DQG
WKH UHFHQWO\ DQQRXQFHG -LZD\�

�� 5HJXODWLRQ

7KH SURMHFWV GHVFULEHG LQ WKH SUHYLRXV VXEVHFWLRQ YDU\ LQ VHYHUDO

PDMRU UHVSHFWV WKDW PD\ EH FULWLFDO WR WKHLU VXFFHVV EXW QHHG QRW EH GHDOW
ZLWK KHUH� H�J�� FOHDUDQFH DQG VHWWOHPHQW DQG WKH WUDGLQJ SODWIRUP WHFK�
QRORJ\� $QRWKHU FRQVSLFXRXV LVVXH DPRQJ WKHVH IDFWRUV LV UHJXODWLRQ�

%HFDXVH WKHVH SURMHFWV DUH WUDQVQDWLRQDO E\ GHILQLWLRQ� WKH\ FRXOG HQWDLO
D KHDG�RQ FODVK ZLWK UHJXODWRU\ LQVWLWXWLRQV WKDW DUH WUDGLWLRQDOO\ QD�
WLRQDO� 6RPH RI WKH SURMHFWV²H�J�� WKH (XUR 10 QHWZRUN²VLGHVWHS WKH
SUREOHP E\ UHWDLQLQJ WKH VHSDUDWLRQ EHWZHHQ QDWLRQDO UHJXODWRU\ MXULV�
GLFWLRQV� %XW WKLV� RI FRXUVH� DOVR GHURJDWHV IURP WKHLU WUXH LQWHUQDWLRQDO
FKDUDFWHU���

2WKHU SURMHFWV PD\ DFNQRZOHGJH WKH GLIILFXOW\ DVVRFLDWHG ZLWK UHJX�

ODWLRQ DQG XVH LW WR WKHLU DGYDQWDJH� )RU LQVWDQFH� WKH FKRLFH RI 9LUW�; WR
EH EDVHG LQ /RQGRQ VWHPV� DPRQJ RWKHU UHDVRQV� IURP WKH IDFW WKDW LW
ZRXOG WKXV EH UHJXODWHG E\ WKH %ULWLVK )LQDQFLDO 6HUYLFHV $XWKRULW\

�)6$�� 7KLV ZRXOG HQVXUH FHUWDLQW\ DV WR WKH DSSOLFDEOH UHJXODWRU\ UH�
JLPH DQG WKHUHIRUH FRQWULEXWH WR FRVW PLQLPL]DWLRQ� ,W ZRXOG DOVR VHUYH
DV TXDOLW\ FHUWLILFDWLRQ� VLQFH LQYHVWRUV DUH OLNHO\ WR FRQVLGHU %ULWLVK
UHJXODWLRQ DV SURYLGLQJ D KLJK OHYHO RI LQYHVWRU SURWHFWLRQ���

1RWH� KRZHYHU� WKDW WKH VDLG FHUWDLQW\ DQG TXDOLW\ RI UHJXODWLRQ LQ

SURMHFWV OLNH 9LUW�; DSSO\ SULPDULO\ WR UHJXODWLRQ RI WKH WUDGLQJ SURFHVV�
QDPHO\� RI EURNHU�GHDOHUV DQG WKH VWRFN H[FKDQJH LWVHOI� 7KH PRVW FRQ�
WHQWLRXV LVVXH LQ WKLV UHJDUG LV WKH WUDQVSDUHQF\ RI WUDGLQJ� QDPHO\� WKH
VSHHG DQG DFFXUDF\ LQ ZKLFK WUDQVDFWLRQ LQIRUPDWLRQ �PDLQO\ SULFH DQG

��� 6HH LQIUD 6HFWLRQ ,,±%±��

��� 6HH LQIUD QRWH ���
��� 7KLV PD\ QRW EH VXUSULVLQJ LQ OLJKW RI WKH OLNHO\ RULJLQDO SXUSRVH RI (XUR 10 WR DFWXDOO\

SUHVHUYH WKH VHSDUDWLRQ EHWZHHQ VWRFN PDUNHWV UDWKHU WKDQ HURGH LW�

��� 7KH QRWLRQ WKDW PDUNHW SOD\HUV PD\ RSW LQWR SDUWLFXODU VHFXULWLHV UHJXODWLRQ UHJLPH LQ RUGHU

FUHGLEO\ WR FRPPLW WR D FHUWDLQ OHYHO RI LQYHVWRU SURWHFWLRQ LV IXUWKHU H[SORUHG EHORZ� LQIUD QRWH

��� DQG DFFRPSDQ\LQJ WH[W�
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VL]H� DUH GLVFORVHG��� ,Q FRQWUDVW� ZKHQ LVVXHU UHJXODWLRQ LV LQYROYHG²
H�J�� WKH UHJXODWLRQ RI GLVFORVXUH²LVVXHUV ZKR DUH DOUHDG\ OLVWHG RQ VHY�
HUDO PDUNHWV PLJKW EH VXEMHFW WR PXOWLSOH UHJLPHV WKDW DUH QRW QHFHVVDU�
LO\ LGHQWLFDO��� 2WKHU UHJXODWRU\ LVVXHV� VXFK DV IUDXG DQG LQVLGHU WUDGLQJ�
PD\ KDYH D VLJQLILFDQW HIIHFW RQ WKH SURFHVV RI SULFH IRUPDWLRQ DQG GLV�
FRYHU\ \HW EH VXEMHFW WR VHYHUDO UHJXODWRU\ UHJLPHV DQG DXWKRULWLHV�

7KH SRWHQWLDO FRPSOH[LW\ RI UHJXODWLRQ LQ PXOWLQDWLRQDO WUDGLQJ V\V�

WHPV LV PDQLIHVWHG LQ WKH L; SURMHFW� ZKLFK ZRXOG KDYH FRPSULVHG D
SDQ�(XURSHDQ PDUNHW IRU EOXH FKLS VWRFNV� D SDQ�(XURSHDQ KLJK�JURZWK
PDUNHW� DQG RWKHU WUDGLQJ OLVWV� $FFRUGLQJ WR WKH LQIRUPDWLRQ GRFXPHQW

LVVXHG E\ WKH /6( DQG 'HXWVFKH %RHUVH� WUDGLQJ RQ WKH EOXH FKLS PDUNHW
ZRXOG KDYH EHHQ VXEMHFW WR 8. UHJXODWLRQ� VXSHUYLVHG E\ WKH /6( IURP
/RQGRQ� DQG WUDGLQJ RQ WKH KLJK�JURZWK PDUNHW ZRXOG KDYH EHHQ VXE�
MHFW WR *HUPDQ UHJXODWLRQ� VXSHUYLVHG E\ WKH )UDQNIXUW 6WRFN ([�
FKDQJH��� ([LVWLQJ FRPSDQLHV ZHUH QRW� DQG FRXOG QRW EH� UHTXLUHG WR
JLYH XS WKHLU KRPH FRXQWU\ OLVWLQJ WR EH DGPLWWHG WR WUDGLQJ RQ L;� DQG

L; LQGLFDWHG WKDW QHZO\ DGPLWWHG FRPSDQLHV ZRXOG FRQWLQXH WR EH OLVWHG
WKURXJK WKH FRPSHWHQW DXWKRULW\ RI WKHLU FKRRVLQJ���

2QH PXVW QRW XQGHUHVWLPDWH WKH GLIILFXOWLHV LQ UHJXODWLQJ VXFK D PXO�

WLQDWLRQDO RSHUDWLRQ� 1RWZLWKVWDQGLQJ WKH XSEHDW WRQH RI WKH LQIRUPDWLRQ

GRFXPHQW� LW GLG QRW SURYLGH PXFK PRUH GHWDLO DERXW WKH UHJXODWRU\
VWUXFWXUH HQYLVDJHG IRU L;� L; UHJXODWLRQ ZDV KDUVKO\ FULWLFL]HG DV ³D
PHVV�´�� ³WKH ELJJHVW EODFN KROH LQ WKH VFKHPH�´�� ³D QLJKWPDUH�´�� DQG
VR RQ��� 7KH /6(¶V &KDLUPDQ WULHG WR DSSHDVH FULWLFV E\ VD\LQJ WKDW WKH
)6$ DQG %$:H DUH ZRUNLQJ FORVHO\ WR HQVXUH WKH WZR UHJXODWRU\ UH�

��� 6HH� H�J�� 3DJDQR 	 6WHLO� VXSUD QRWH �� 5RHOO� VXSUD QRWH ��� 3DJDQR DQG 6WHLO SURYLGH DQ
H[FHOOHQW DQDO\VLV RI WKH SROLF\ DQG UHJXODWRU\ LPSOLFDWLRQV RI WUDQVSDUHQF\� 1RWH� KRZHYHU� WKDW

VLQFH WKH ZULWLQJ RI WKHLU WH[W WKH /6( KDV PRYHG IURP SXUH TXRWH�GULYHQ WUDGLQJ WR D PL[HG RU�

GHU�TXRWH�GULYHQ PHWKRG LQ LWV QHZ 6(76 V\VWHP�

��� $W OHDVW ZLWKLQ WKH (8 WKH ³VLQJOH SDVVSRUW´ SULQFLSOHV HQVXUHV WKDW LVVXHUV ZRXOG QHHG

RQO\ WR FRPSO\ ZLWK WKH UHJXODWRU\ UHJLPH RI RQH PHPEHU VWDWH�

��� L;�,17(51$7,21$/ (;&+$1*(6 3/&� ,1)250$7,21 '2&80(17 ,1 5(63(&7 2) 7+(

0(5*(5 2) /21'21 672&. (;&+$1*( $1' '(876&+( %2(56( 1(:&2 � ������� 5HVSHF�

WLYHO\� WKH WZR PDUNHWV ZRXOG KDYH EHHQ UHJXODWHG E\ WKH %ULWLVK )6$ DQG *HUPDQ\¶V )HGHUDO

6HFXULWLHV 7UDGLQJ 6XSHUYLVRU\ 2IILFH �%$:H��

��� 6HH LG�

��� 6HH 'RRPHG IURP %LUWK� 7+( %$1.(5� 6HSW� �� �����

��� 6HH 5LQJVKDZ� VXSUD QRWH ���
��� 6HH -LP 6WDQWRQ� L; 0HUJHU 3ODQ 'HDOW %ORZ 2YHU 5HJXODWLRQ� (9(1,1* 1(:6

�(',1%85*+�� 6HSW� �� ����� DW ��

��� )RU DQ H[WHQVLYH FULWLFDO UHYLHZ RI L;� VHH $1'5(: +,/721 	 '$9,' /$6&(//(6� ,;�

%(77(5 25 -867 %,**(5" �&HQWHU IRU WKH 6WXG\ RI )LQDQFLDO ,QQRYDWLRQ� :RUNLQJ 3DSHU �����

�YLVLWHG 0DUFK �� ����� �KWWS���ZZZ�FVIL�GHPRQ�FR�XN�LQGH[��KWP!�
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JLPHV DUH KDUPRQL]HG� HVSHFLDOO\ ZLWK UHJDUG WR WUDQVSDUHQF\��� EXW DV
WKH SODQ ZDV ORVLQJ PRPHQWXP LQ WKH ODWH 6XPPHU� )6$ RIILFLDOV DG�
PLWWHG WKDW ³DQ\ SUDFWLFDO OHYHO RI KDUPRQL]DWLRQ´ ZRXOG EH GLIILFXOW WR
DFKLHYH��� 7KH LVVXH EHFDPH PRRW DIWHU L; ZDV FDOOHG RII� EXW WKH OHV�
VRQV LW SURYLGHV� SRVW PRUWHP� UHPDLQ YDOLG QRQHWKHOHVV���

5HJDUGLQJ LVVXHU UHJXODWLRQ� PRYLQJ DQ LVVXHU¶V OLVWLQJ IURP RQH

FRXQWU\ WR DQRWKHU PLJKW VXEMHFW LW WR D QHZ UHJLPH� 7KLV FRXOG EH D ELW
OHVV RI D SUREOHP ZLWKLQ WKH (8 LQ WHUPV RI VWDWH UHJXODWLRQ GXH WR WKH
SULQFLSOH RI PXWXDO UHFRJQLWLRQ ZLWK PLQLPXP VWDQGDUGV� %XW FRQVLGHU
WKH SRWHQWLDO FRPSOH[LW\ RI UHJXODWLRQ LI D VLPLODU DFWLRQ ZHUH WDNHQ LQ

WKH SODQQHG ���FRXQWU\ *(0� ,Q DQ\ HYHQW� GLIIHUHQFHV DUH OLNHO\ WR H[�
LVW DW WKH OHYHO RI VWRFN H[FKDQJH UHJXODWLRQ� VLQFH VRPH VWRFN H[�
FKDQJHV LPSRVH DGGLWLRQDO GLVFORVXUH DQG JRYHUQDQFH UHTXLUHPHQWV RQ
WKHLU LVVXHUV EH\RQG WKH VWDWXWRU\ RQHV�

3UREOHPV FRXOG EH PRUH SUHVVLQJ LQ ZKDW UHJDUGV WUDGLQJ UHJXODWLRQ�

7KH ELWWHU EDWWOHV IRXJKW EHWZHHQ WKH ³&OXE 0HG´ FRXQWULHV DQG WKH
³1RUWK 6HD $OOLDQFH´ RYHU WUDQVSDUHQF\ DQG FRQFHQWUDWLRQ GXULQJ WKH
GUDIWLQJ RI WKH ,6'�� PD\ JLYH UHDVRQ IRU SHVVLPLVP� 2QH PDMRU GLIIHU�
HQFH IURP WKH ,6' SUHFHGHQW� KRZHYHU� LV WKDW WKH QHJRWLDWLQJ JRYHUQ�
PHQWV WKHQ ZHUH XQGHU SUHVVXUH IURP WKH WKHLU ORFDO PDUNHWV WR SURWHFW

WKHLU GLIIHUHQW LQWHUHVWV� ZKLOH QRZ WKH PDUNHWV SUHVV IRU KDUPRQL]DWLRQ
VR DV WR IDFLOLWDWH WKH RSHUDWLRQ RI WKH PHUJHG HQWHUSULVH� 7KH )6$¶V
&KDLUPDQ LQGHHG RSLQHG WKDW ³>L@W ZDV µORJLFDO¶ WR H[SHFW FRQYHUJHQFH
RI UHJXODWRU\ SUDFWLFHV LI WKH >L;@ PHUJHU ZHQW DKHDG�´�� 7KH UHJXODWRUV
RI (XURQH[W DOUHDG\ VHHP WR KDYH WDNHQ OHVVRQ IURP WKH L; IDLOXUH���

2YHUDOO� WKHUH LV UHFHQWO\ D GLVFHUQDEOH FKDQJH RI PRRG DPRQJ (XUR�

��� 6HH 9LQFHQW %RODQG� L; 5HSRUW 6WUHVVHV /LTXLGLW\ %HQHILWV RI 6L]H� ),1� 7,0(6 �/21'21��

-XQH ��� ����� DW ���

��� 6WDQWRQ� VXSUD QRWH �� �FLWLQJ D VHFUHW UHSRUW FRPPLVVLRQHG E\ 0HUULOO /\QFK�� )HDUV IURP

UHJXODWRU\ DUELWUDJH LQ L;� KDG LW PDWHULDOL]HG� ZHUH WKXV QRW XQIRXQGHG� 6HH LQIUD WH[W WR QRWH

����

��� ,W ZDV WKXV UHSRUWHG WKDW ZKLOH WKH WKUHH QDWLRQDO UHJXODWRUV RI (XURQH[W ZLOO FRQWLQXH WR

H[LVW� WKH\ DUH ZRUNLQJ RQ WKH KDUPRQL]DWLRQ RI OLVWLQJV UHTXLUHPHQWV VR WKDW WKH\ ZLOO EH YLUWXDOO\

LGHQWLFDO� 6HH :LOOLDP :ULJKW� :K\ (XURSH¶V 7HFKQRORJ\ 6HFWRU 1HHGV D 6LQJOH 5HJXODWRU ZLWK

2QH 6HW RI 5XOHV� ),1� 1(:6� 2FW� �� �����

��� 6HH /LFKW� VXSUD QRWH �� DW ��±��� 6WHLO� VXSUD QRWH �� DW ���±��� )RU D FULWLFDO UHYLHZ� VHH
*XLGR )HUUDULQL� 7KH (XURSHDQ 5HJXODWLRQ RI 6WRFN ([FKDQJHV� 1HZ 3HUVSHFWLYHV� �� &20021

0$5.(7 /� 5(9� ���� ���±�� �������

��� 6HH 9LQFHQW %RODQG� )6$ :DQWV 5HJXODWRU\ +DUPRQ\ IRU L;� ),1� 7,0(6 �/21'21�� -XQH

��� ����� DW ��

��� 6HH:ULJKW� VXSUD QRWH ���
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SHDQ VHFXULWLHV UHJXODWRUV WRZDUG JUHDWHU KDUPRQL]DWLRQ DQG FRRSHUD�
WLRQ���

%� 8QLODWHUDO 5HFRJQLWLRQ

�� 7KH 1HZ 5HJXODWRU\ 3DUDGLJP

7KH LQLWLDWLYHV GHVFULEHG LQ WKLV VHFWLRQ VKDUH WKH VDPH JHQHUDO SORW� D

VPDOO WR PHGLXP�VL]HG VWRFN H[FKDQJH LQ D GHYHORSHG PDUNHW HFRQRP\
IDFHV VWLIIHQLQJ FRPSHWLWLRQ RYHU OLVWLQJV RI DQG WUDGLQJ LQ VWRFNV WKDW
WKH VWRFN H[FKDQJH KDV SHUFHLYHG DV LWV SDVW RU IXWXUH VSHFLDOW\� ,Q RUGHU
WR VHFXUH D FRPSHWLWLYH HGJH ZLWK UHJDUG WR WKHVH VHFXULWLHV WKH VWRFN
H[FKDQJH OREELHV LWV QDWLRQDO VHFXULWLHV UHJXODWRU WR FKDQJH WKH ODZV RI
SXEOLF RIIHULQJ DQG RQ�JRLQJ GLVFORVXUH� DQG WR SURVFULEH H[HPSWLRQV

IURP YDULRXV VWDQGDUG UHTXLUHPHQWV XQGHU WKH ORFDO VHFXULWLHV ODZV� 7KH
LGHD LV WR PDNH GXDO OLVWLQJ RQ WKH SDUWLFXODU VWRFN H[FKDQJH OHVV EXU�
GHQVRPH DV FRPSDUHG WR UHJXODU SXEOLF RIIHULQJV� 7KLV LV DFKLHYHG E\
DOORZLQJ LVVXHUV WR IXOILOO ORFDO UHTXLUHPHQWV E\ XVLQJ GRFXPHQWV SUH�
SDUHG XQGHU DQRWKHU UHJXODWRU\ UHJLPH�

7KH VFHQDULR GHVFULEHG VR IDU LV QRW HQWLUHO\ QHZ� 6WRFN H[FKDQJHV

DUH YHU\ VHQVLWLYH WR WKH UHJXODWRU\ EXUGHQ LPSRVHG RQ WKHLU LV�
VXHU�FOLHQWV� ,QGHHG� ERWK WKH 1<6( DQG WKH /6( KDSSHQ WR RSHUDWH LQ
FRXQWULHV ZKRVH VHFXULWLHV UHJXODWLRQ UHJLPHV DUH DOVR FRPPRQO\ FRQ�
VLGHUHG DPRQJ WKH PRVW GHPDQGLQJ� $OWKRXJK ERWK PDUNHWV WUDGLWLRQ�

DOO\ KDG KDG D VLJQLILFDQW QXPEHU RI IRUHLJQ OLVWLQJV�� DQG KDYH DWWUDF�
WLYH OHYHOV RI GHSWK DQG OLTXLGLW\� IRUHLJQ LVVXHUV RIWHQ VKLHG DZD\ IURP
WKHP EHFDXVH RI WKHLU GLVFORVXUH UHJLPH� DQG DW OHDVW LQ WKH 8�6�� DOVR
EHFDXVH RI SRWHQWLDO OLDELOLW\� 7KH &LW\¶V /LVWLQJ 5XOHV IRU D ORQJ WLPH
DOORZHG IRUHLJQ LVVXHUV ZKRVH VKDUHV ZHUH TXRWHG RQ WKH /6(¶V
6($4�,QWHUQDWLRQDO �6($4�,� V\VWHP WR XVH WKHLU KRPH FRXQWU\ GLVFOR�

VXUHV��� 7KH 1<6( KDG D KDUGHU WDVN DV LW KDG WR SHUVXDGH WKH 6HFXULWLHV

��� 6HH 7KH )RUXP RI (XURSHDQ 6HFXULWLHV 5HJXODWRUV� $ ³(XURSHDQ 3DVVSRUW´ IRU ,VVXHUV� $

5HSRUW IRU WKH (8 &RPPLVVLRQ ������ �YLVLWHG $SU� �� �����

�ZZZ�HXURSHIHVFR�RUJ�Y��GHIDXOW�DVS!� VHH DOVR *XLGR )HUUDULQL� 6HFXULWLHV 5HJXODWLRQ DQG WKH

5LVH RI 3DQ�(XURSHDQ (TXLW\ 0DUNHWV� $Q 2YHUYLHZ� SDSHU SUHVHQWHG DW WKH &RQIHUHQFH RQ

³&DSLWDO 0DUNHWV LQ WKH $JH RI WKH (XUR� &URVV�ERUGHU 7UDQVDFWLRQV� /LVWHG &RPSDQLHV� DQG

5HJXODWLRQ�´ *HQRD �1RY� ��±��� ����� �RQ ILOH ZLWK DXWKRU��

��� 6HH ,QWHUQDWLRQDO )HGHUDWLRQ RI 6WRFN ([FKDQJHV� VXSUD QRWH �� )RU FRPSDUDWLYH KLVWRULFDO

VWDWLVWLFV ZLWK UHJDUG WR WKH /6( DQG RWKHU (XURSHDQ PDUNHWV� VHH /LFKW� VXSUD QRWH �� DW ��±���

��� )RU D JHQHUDO RYHUYLHZ� VHH -D\ '� +DQVHQ� 1RWH� /RQGRQ &DOOLQJ"� $ &RPSDULVRQ RI
/RQGRQ DQG 8�6� 6WRFN ([FKDQJH /LVWLQJ 5HTXLUHPHQWV IRU )RUHLJQ (TXLW\ 6HFXULWLHV� � '8.( -�

&203� 	 ,17¶/ /� ��� ������� 6HH DOVR 6LGQH\ -� *UD\ DQG &ODUH %� 5REHUWV� )RUHLJQ &RPSDQ\

/LVWLQJV RQ WKH /RQGRQ 6WRFN ([FKDQJH� /LVWLQJ 3DWWHUQV DQG ,QIOXHQWLDO )DFWRUV� LQ 7+(

'(9(/230(17 2) $&&2817,1* ,1 $1 ,17(51$7,21$/ &217(;7� $ )(676&+5,)7 ,1 +21285

2) 5�+� 3$5.(5 ��� �7�(� &RRNH DQG &�:� 1REHV HGV�� ������ (IIHFWLYH 0D\ �� ����� WKH %ULW�
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DQG ([FKDQJH &RPPLVVLRQ �6(&� WR UHOD[ UHJXODWRU\ UHTXLUHPHQWV IRU
IRUHLJQ SULYDWH LVVXHUV� DQG LQ WKH ODWH ����V WKH 6(& GLG MXVW WKDW� )RU�
HLJQ SULYDWH LVVXHUV FDQ QRZ UHSRUW XVLQJ )RUP ���)� ZKLFK LQFOXGHV
VHYHUDO H[HPSWLRQV IURP WKH GLVFORVXUH UHJLPH DSSOLFDEOH WR GRPHVWLF
$PHULFDQ LVVXHUV XQGHU )RUP ���.���

$QRWKHU ZD\ LQ ZKLFK VHFXULWLHV UHJXODWRUV FDPH WR DFFRPPRGDWH

IRUHLJQ LVVXHUV ZDV WKURXJK PXWXDO UHFRJQLWLRQ DUUDQJHPHQWV� 7KH
(XURSHDQ 8QLRQ SURYLGHV WKH TXLQWHVVHQWLDO H[DPSOH RI VXSUD�QDWLRQDO
PXWXDO UHFRJQLWLRQ� 7KH (8¶V 6LQJOH (XURSHDQ 0DUNHW SODQ HQYLVLRQHG�
LQWHU DOLD� WKH LQWHJUDWLRQ RI VHFXULWLHV PDUNHWV RI DOO PHPEHU VWDWHV��� ,WV

JHQHUDO VWUDWHJ\ ZDV WR LPSOHPHQW WKH SULQFLSOH RI PXWXDO UHFRJQLWLRQ
DPRQJ PHPEHU VWDWHV¶ UHJXODWRU\ UHJLPHV²WKH DIRUHPHQWLRQHG ³VLQJOH
SDVVSRUW´ SULQFLSOH��� 7KH 6(& DQG VHFXULWLHV UHJXODWRUV IURP WKUHH &D�
QDGLDQ SURYLQFHV XQGHUWRRN D VRPHZKDW VLPLODU LQLWLDWLYH E\ HVWDEOLVK�
LQJ WKH 0XOWL�-XULVGLFWLRQDO 'LVFORVXUH 6\VWHP �0-'6�� 0-'6 DOVR LP�
SOHPHQWV WKH SULQFLSOH RI PXWXDO UHFRJQLWLRQ� 8QGHU WKLV V\VWHP�

UHJXODWRUV IURP HDFK MXULVGLFWLRQ UHFRJQL]H WKH GLVFORVXUH VWDWHPHQWV RI
FRUSRUDWLRQV IURP DOO RWKHU MXULVGLFWLRQV���

:KDW LV QHZ WKHQ LQ WKH IROORZLQJ FDVHV" 7KLV DUWLFOH LQWHQGV WR DG�

YDQFH WKDW WKHVH FDVHV UHSUHVHQW D QHZ UHJXODWRU\ SDUDGLJP WKDW KDV QRW

\HW EHHQ DFNQRZOHGJHG²RQH WKDW PD\ EH FDOOHG ³XQLODWHUDO UHFRJQL�
WLRQ�´ 5HJXODWRUV WKDW DOORZ WKHLU UHJXODWHHV WR FRPSO\ ZLWK WKHLU UHJLPH
E\ IXOILOOLQJ GXWLHV XQGHU D IRUHLJQ UHJLPH XQLODWHUDOO\ UHFRJQL]H WKH
ODWWHU DV VXIILFLHQWO\ HTXLYDOHQW WR WKHLU QDWLRQDO UHJLPH� 7KH\ GR QRW UH�
TXHVW SHUPLVVLRQ IURP WKH IRUHLJQ UHJXODWRUV WR GR VR� QRU GR WKH\ H[�
SHFW WKHP WR UHVSRQG LQ NLQG� %HLQJ UHODWLYHO\ VPDOO DQG LQ FRPSHWLWLRQ

ZLWK WKH IRUHLJQ PDUNHW� WKH\ FDQQRW UHDVRQDEO\ H[SHFW WKH IRUHLJQ

LVK )LQDQFLDO 6HUYLFHV $XWKRULW\ �)6$� KDV EHHQ DSSRLQWHG DV WKH 8QLWHG .LQJGRP¶V ³FRPSHWHQW

DXWKRULW\´ WR GHFLGH RQ WKH DGPLVVLRQ RI VHFXULWLHV IRU OLVWLQJ� 6HH 2IILFLDO /LVWLQJ RI 6HFXULWLHV

�&KDQJH RI &RPSHWHQW $XWKRULW\� 5HJXODWLRQV �����

��� )RU D WKRURXJK UHYLHZ RI WKH UHGXFHG UHTXLUHPHQWV IURP IRUHLJQ SULYDWH LVVXHUV� VHH� H�J��
/28,6 /266	 -2(/ 6(/,*0$1� � 6(&85,7,(6 5(*8/$7,21 ������ �������

��� 6HH &200,66,21 2) 7+( (8523($1 &20081,7,(6� &203/(7,1* 7+( ,17(51$/

0$5.(7� :+,7( 3$3(5 )520 7+( &200,66,21 72 7+( (8523($1 &281&,/ � �������

��� )RU RYHUYLHZV RI VWRFN PDUNHW LQWHJUDWLRQ DQG UHJXODWLRQ LQ WKH (8� VHH JHQHUDOO\

(8523($1 6(&85,7,(6 0$5.(76� VXSUD QRWH �� (8523($1 (48,7< 0$5.(76� VXSUD QRWH ��

��� 6HH 0XOWLMXULVGLFWLRQDO 'LVFORVXUH DQG 0RGLILFDWLRQ WR WKH &XUUHQW 5HJLVWUDWLRQ DQG 5H�

SRUWLQJ 6\VWHP IRU &DQDGLDQ ,VVXHUV� ([FKDQJH $FW 5HOHDVH 1R� �������� �� 6(& 'RFNHW �&&+�

��� �-XQH ��� ������ )RU DQ DVVHVVPHQW RI 0-'6� VHH -RHO 3� 7UDFKWPDQ� 5HFHQW ,QLWLDWLYHV LQ

,QWHUQDWLRQDO )LQDQFLDO 5HJXODWLRQ DQG *RDOV RI &RPSHWLWLYHQHVV� (IIHFWLYHQHVV� &RQVLVWHQF\�
DQG &RRSHUDWLRQ� �� 1:� -� ,17¶/ /� 	 %86� ���� ��� ������� 7KLV JHQHUDO GHVFULSWLRQ� KRZHYHU�

LV PLVOHDGLQJ� ,Q SUDFWLFH� &DQDGLDQ LVVXHUV WKDW RIIHU VHFXULWLHV LQ WKH 8QLWHG 6WDWHV XQGHU 0-'6

PXVW FRPSO\ ZLWK JHQHUDOO\ DFFHSWDEOH DFFRXQWLQJ SUDFWLFHV RI WKH 8QLWHG 6WDWHV �86 *$$3� DQG

DUH VXEMHFW WR $PHULFDQ OLDELOLW\ GXWLHV� )RU WKHP� WKH VDYLQJV HPERGLHG LQ 0-'6 DUH PDLQO\

OLPLWHG WR DYRLGLQJ WKH LQWHUDFWLRQ ZLWK WKH 6(&¶V EXUHDXFUDF\ LQ :DVKLQJWRQ� '�&�
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UHJXODWRUV WR QHJRWLDWH ZLWK WKHP D PXWXDO UHFRJQLWLRQ DJUHHPHQW DNLQ
WR WKH 6LQJOH (XURSHDQ $FW RU WKH 0-'6� 8QLODWHUDO UHFRJQLWLRQ LV WKH
ZHDSRQ RI WKH ZHDN WR VXUYLYH LQ PRGHUQ VHFXULWLHV PDUNHWV�

�� %HOJLXP

7KH SXUHVW H[DPSOH RI XQLODWHUDO UHFRJQLWLRQ LV WKH %HOJLDQ UHJXODWRU\

WUHDWPHQW RI (DVGDT²D %UXVVHOV�EDVHG� SDQ�(XURSHDQ PDUNHW IRU
JURZWK FRPSDQLHV��� (DVGDT EHJDQ LWV ZD\ DV DQ (8�VSRQVRUHG SURMHFW
DQG HQGHG XS DV D QDWLRQDO %HOJLDQ RQH� ,Q 1RYHPEHU RI ����� WKH (&

&RPPLVVLRQ IRXQG WKDW VPDOO DQG PHGLXP�VL]HG HQWHUSULVHV �60(V�
KDYH GLIILFXOWLHV WR DFFHVV ORQJ�WHUP HTXLW\ FDSLWDO� ,PSUHVVHG E\ WKH
VXFFHVV RI 1$6'$4 WR FDWHU WR WKH QHHGV RI JURZWK FRPSDQLHV� WKH
&RPPLVVLRQ EHFDPH LQWHUHVWHG LQ LPSOHPHQWLQJ D VLPLODU PDUNHW LQ WKH
(8��� ,Q 1RYHPEHU RI ����� VHYHUDO LQYHVWPHQW EDQNV DQG VHFXULWLHV
ILUPV OHG E\ WKH (XURSHDQ 9HQWXUH &DSLWDO $VVRFLDWLRQ �(9&$� HVWDE�

OLVKHG WKH (XURSHDQ $VVRFLDWLRQ RI 6HFXULWLHV 'HDOHUV �($6'� ZLWK D
YLHZ WR HVWDEOLVK (DVGDT �($6' $XWRPDWHG 4XRWDWLRQ���� 7KH (8
&RPPLVVLRQ SURYLGHG ILQDQFLDO DQG SROLWLFDO VXSSRUW IRU WKH SURMHFW DV
SDUW RI LWV HIIRUWV WR DGYDQFH 60(V��� DQG LQ 0DUFK ����� (DVGDT 6�$�
ZDV LQFRUSRUDWHG LQ %HOJLXP DV D VWRFN FRPSDQ\���

,Q 0D\ RI ����� WKH %HOJLDQ FDELQHW DSSURYHG (DVGDT DV D UHFRJQL]HG

VWRFN PDUNHW��� 7KLV PHDQW WKDW SXUVXDQW WR WKH ,QYHVWPHQW 6HUYLFHV 'L�
UHFWLYH� LW EHFDPH D ³UHJXODWHG PDUNHW�´ DFFHVVLEOH WR SDUWLFLSDQWV IURP
DOO RYHU (XURSH DV WKHLU QDWLRQDO VWRFN PDUNHW� $FFRUGLQJ WR %HOJLDQ
ODZ� (DVGDT 6�$� ZDV UHFRJQL]HG DV (DVGDT¶V ³0DUNHW $XWKRULW\´²WKH

HQWLW\ UHVSRQVLEOH IRU WKH IXQFWLRQLQJ DQG VXUYHLOODQFH RI WKH PDUNHW�

��� )RU D GHWDLOHG FKURQRORJ\ DQG DQDO\VLV RI WKH ($6'$4 SURMHFW� VHH /LFKW� VXSUD QRWH �� DW

��±���

��� 6HH JHQHUDOO\ &200,66,21 2) 7+( (8523($1 &20081,7,(6� &20081,&$7,21 )520

7+( &200,66,21� µ5(3257,1* 21 7+( )($6,%,/,7< 2) 7+( &5($7,21 2) $ (8523($1

&$3,7$/ 0$5.(7 )25 60$//(5 (175(35(1(85,$//< 0$1$*(' *52:,1* &203$1,(6¶�

&20���� ��� ILQDO� 2FW� �� �����

��� &OHDUO\� WKH FKRLFH RI QDPH DV ZHOO DV VWUXFWXUH IRU (DVGDT ZHUH PDGH LQ RUGHU WR FRQQRWH

ZLWK 1DVGDT¶V UHPDUNDEOH VXFFHVV LQ FUHDWLQJ D PDUNHW IRU JURZWK FRPSDQLHV LQ WKH 86� ,Q RUGHU

WR HQVXUH WKH UHTXLUHG PRPHQWXP IRU WKH PDUNHW DW WKH RXWVHW� (DVGDT KDV UHDFKHG DQ DJUHHPHQW

ZLWK 1DVGDT WR FURVV�OLVW �� RI WKH (XURSHDQ FRPSDQLHV WKHQ OLVWHG LQ WKH 86� 7KDW SODQ� KRZ�

HYHU� QHYHU PDWHULDOL]HG� DQG 1DVGDT²ZKLFK VWLOO UHWDLQV DQ HTXLW\ LQWHUHVW LQ (DVGDT²DOZD\V

SUHIHUUHG WR FRPSHWH ZLWK (DVGDT�

��� 6HH (9&$ /DXQFKHV µ($6'¶ WR %XLOG (XURSH¶V 1HZ ,32 0DUNHW� (8523($1 9(1785(

&$3,7$/ -�� 'HF��-DQ� ����� DW ��
��� 6KDUHKROGHUV LQ (DVGDT 6�$� LQFOXGHG WKH (9&$� 1DVGDT� D JURXS RI %ULWLVK ILQDQFLHUV

FDOOHG ($6'$4�8.� DQG WKH 3DULV %RXUVH �ZKLFK OHIW LQ ���� DIWHU HVWDEOLVKLQJ WKH FRPSHWLQJ

1RXYHDX 0DUFK©�� 6HH -HQQLIHU -XU\� /DWHVW 'HYHORSPHQWV LQ (XURSH¶V 1HZ *URZWK &RPSDQLHV
0DUNHWV� (8523($1 9(1785( &$3,7$/ -��0D\ ����� DW ���

��� 6HH ,Q %ULHI� &25325$7(021(<� -XQH �� ����� DW ��
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7KH PDUNHW DXWKRULW\ RSHUDWHV XQGHU D VHFRQG WLHU VXSHUYLVLRQ RI WKH
%HOJLDQ %DQNLQJ DQG )LQDQFH &RPPLVVLRQ���

$IWHU LWV ODXQFK LQ 6HSWHPEHU RI ����� (DVGDT HQFRXQWHUHG FRQVLGHU�

DEOH GLIILFXOWLHV LQ HVWDEOLVKLQJ LWVHOI DV WKH (XURSHDQ 1$6'$4� )LUVW�

(DVGDT IDFHG GLUHFW FRPSHWLWLRQ IURP 1$6'$4²ZKLFK LQFOXGHG OXU�
LQJ (XURSHDQ FRPSDQLHV WR OLVW RQ LW DQG UHSHDWLQJ DQQRXQFHPHQWV WKDW
LW LQWHQGV WR HVWDEOLVK D (XURSHDQ H[WHQVLRQ� 6HFRQG� (DVGDT ZDV VKDG�
RZHG E\ FRPSHWLQJ VPDOO�LVVXHU PDUNHWV HVWDEOLVKHG E\ WKH WUDGLWLRQDO
VWRFN H[FKDQJHV XQGHU WKH EUDQG QDPH (XUR 10 �³1HZ 0DUNHW´ LQ
YDULRXV ODQJXDJHV�� DQG SULPDULO\ IURP WKH *HUPDQ 1HXHU 0DUNW���

'HWHUPLQHG WR DVVLVW (DVGDT LQ WKLV FRPSHWLWLRQ� %HOJLXP WRRN D YHU\

EROG VWHS� $W WKH UHFRPPHQGDWLRQ RI WKH %DQNLQJ DQG )LQDQFH &RPPLV�
VLRQ� WKH %HOJLDQ 3DUOLDPHQW LQ -XO\ RI ���� DPHQGHG WKH ODZ UHJDUGLQJ
VHFXULWLHV SXEOLF RIIHULQJ SURVSHFWXVHV��� 7KH DPHQGPHQW LV D IDVFLQDW�

LQJ SLHFH RI OHJLVODWLRQ WKDW XQGRXEWHGO\ GHVHUYHV IXUWKHU VWXG\� $F�
FRUGLQJ WR LWV EDFNJURXQG VWDWHPHQW� LWV H[SOLFLW SXUSRVH LV WR LQFUHDVH
WKH DWWUDFWLYHQHVV RI %HOJLDQ VHFXULWLHV PDUNHWV RWKHU WKDQ WKH %UXVVHOV
6WRFN ([FKDQJH LQ DQ HQYLURQPHQW RI LQFUHDVLQJ LQWHUQDWLRQDO FRPSHWL�
WLRQ RYHU OLVWLQJV RI KLJK WHFKQRORJ\� ELRWHFKQRORJ\� DQG WHOHFRPPXQL�
FDWLRQ FRPSDQLHV���

7KH DPHQGPHQW DXWKRUL]HG WKH PDUNHW DXWKRULW\ WR H[HPSW IRUHLJQ LV�

VXHUV IURP WKH GXW\ WR ILOH D SURVSHFWXV ZLWK WKH %HOJLDQ DXWKRULW\ ZKHQ
WKH\ OLVW WKHLU VHFXULWLHV RQ WKDW PDUNHW� SURYLGHG WKDW WKH %HOJLDQ PDUNHW
FRQILUPHG WKDW WKH LVVXHU LV VXEMHFW WR HTXLYDOHQW GLVFORVXUH GXWLHV ZKHUH

LWV VWRFNV DUH FXUUHQWO\ OLVWHG� 7KH DPHQGPHQW JRHV HYHQ IXUWKHU DQG
DOORZV WKH %HOJLDQ PDUNHW WR TXRWH SULFHV IRU VXFK LVVXHUV� QDPHO\� WR
HVWDEOLVK WUDGLQJ LQ WKHLU VHFXULWLHV HYHQ ZLWKRXW WKH LVVXHU¶V FRQVHQW DQG
ZLWKRXW IRUPDO DSSURYDO IURP WKH LVVXHU¶V KRPH FRXQWU\ VHFXULWLHV
UHJXODWRU�

3XUVXDQW WR WKH -XO\ DPHQGPHQW� (DVGDT� LQ 1RYHPEHU ����� DQ�

QRXQFHG WKDW LW ZRXOG ODXQFK IDFLOLWLHV IRU GXDO OLVWLQJ RI (XURSHDQ� ,V�
UDHOL DQG 8�6� FRPSDQLHV DV ZHOO DV IDFLOLWLHV IRU GXDO WUDGLQJ �L�H�� ZLWK�
RXW LVVXHU�EDFNHG OLVWLQJ�� /LVWLQJ ZDV WR EH IUHH RI FKDUJH��� %\ $XJXVW

��� /HWWHU IURP (DVGDT WR WKH $XWKRU� -XO\ ��� �����

��� 6HH� H�J�� 6KDUPLOD 'HYL� %DWWOH LV RQ WR $FTXLUH /LVWLQJV� ),1� 7,0(6� 0DUFK ��� ����� DW

�� *DLO (GPRQVRQ� /LEHUW\� (TXDOLW\� /LTXLGLW\�� %86� :.�� )HE� ��� ����� DW ���

��� $UUHW 5R\DO PRGLILDQW O¶DUUHW UR\DO GX �� RFWREUH ���� UHODWLI DX SURVSHFWXV SXEOLHU HQ FDV

G¶HPLVVLRQ SXEOLTXLH GH WLWUH HW YDOHXUV� � MXOOLHW ����� 7KDQNV WR $OEHUW 9HUKRHYHQ� 9LFH 3UHVL�

GHQW /HJDO DW (DVGDT� IRU WKLV UHIHUHQFH�

��� ,G�

��� 6HH 3UHVV 5HOHDVH IURP (DVGDT� ($6'$4 $QQRXQFHV 'HWDLOV RI 1HZ 'XDO /LVWLQJ DQG
'XDO 7UDGLQJ )DFLOLWLHV� 1RY� �� ���� �YLVLWHG )HE� �� ����� �KWWS���ZZZ�HDVGDT�FRP!� 7KH LQ�

FOXVLRQ RI ,VUDHOL LVVXHUV LQ WKH OLVW VWHPV IURP WKHLU SURPLQHQFH LQ WKH IRUHLJQ OLVWLQJ PDUNHW DQG
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RI ����� WKLUW\�WZR $PHULFDQ DQG VL[ ,VUDHOL VWRFNV ZHUH WUDGLQJ RQ
(DVGDT� RXW RI ZKLFK VHYHQWHHQ DQG WKUHH� UHVSHFWLYHO\� ZHUH GXDO
OLVWHG���

�� ,VUDHO

,VUDHO SURYLGHV DQRWKHU H[DPSOH RI D UHJXODWRU\ UHIRUP HVWDEOLVKLQJ

XQLODWHUDO UHFRJQLWLRQ WKDW ZDV LQLWLDWHG DQG GULYHQ E\ WKH QHHGV RI WKH
ORFDO VWRFN H[FKDQJH� 6LQFH WKH PLG�����V� ,VUDHO KDV VWRRG RXW DV WKH
VHFRQG ODUJHVW VXSSOLHU RI IRUHLJQ VHFXULWLHV WR 8�6� PDUNHWV� $V RI

PLG������ WKHUH ZHUH DSSUR[LPDWHO\ RQH� KXQGUHG ,VUDHOL VHFXULWLHV
OLVWHG RQ $PHULFDQ PDUNHWV� RXW RI ZKLFK HLJKWHHQ ZHUH GXDO OLVWHG��� ,Q
IDFW� DOPRVW HYHU\ ,32 RI ,VUDHOL ³QHZ HFRQRP\´ ILUPV ZDV FDUULHG RXW
LQ WKH 8�6��� 7KLV DQRPDORXV VLWXDWLRQ KDV OHG WR D UHJXODWRU\ SURJUDP
DLPHG WR OXUH 8�6��OLVWHG ,VUDHOL LVVXHUV WR GXDO OLVW RQ WKH 7HO $YLY
6WRFN ([FKDQJH �7$6(� DV ZHOO���

%\ WKH PLG�����V� 7$6( RIILFLDOV KDG DOUHDG\ UHDOL]HG WKDW LI WKH\

NHSW ORVLQJ EXVLQHVV WKLV ZD\ WKH\ ZRXOG ORVH WKH HQWLUH VKRS� ,Q UH�
VSRQVH� WKH\ VWDUWHG WR SURPRWH WKH LGHD RI D IDVW WUDFN GXDO OLVWLQJ RI
8�6��OLVWHG ,VUDHOL FRPSDQLHV��²ZKDW ODWHU FDPH WR EH FDOOHG ³DXWRPDWLF

GXDO OLVWLQJ�´ 7KH GXDO OLVWHG ILUPV ZHUH VXSSRVHG WR MXPS VWDUW WKH GRU�
PDQW ORFDO PDUNHW DQG SURYLGH WKH QHFHVVDU\ YROXPH IRU PDLQWDLQLQJ WKH
YLDELOLW\ RI WKH ORFDO ILQDQFLDO VHFWRU�

,Q )HEUXDU\ ����� DQ H[SHUW FRPPLWWHH QRPLQDWHG E\ WKH ,VUDHOL 6H�

FXULWLHV $XWKRULW\ �,6$� UHFRPPHQGHG WKH H[HPSWLRQ RI LVVXHUV OLVWHG
RQO\ RQ WKH QDWLRQDO 8�6� PDUNHWV IURP ILOLQJ D SURVSHFWXV XQGHU ,VUDHOL
ODZ DQG WR DOORZ WKH LVVXHUV WR UHO\ RQ WKHLU $PHULFDQ GLVFORVXUH GRFX�

LV EDVHG RQ D VWXG\ FRQGXFWHG E\ (DVGDT� ZKLFK IRXQG WKDW WKH ,VUDHOL VHFXULWLHV UHJXODWLRQ UHJLPH

LV RI DGHTXDWH TXDOLW\ LQ WHUPV RI LQYHVWRU SURWHFWLRQ� 7HOHSKRQH ,QWHUYLHZ ZLWK $OEHUW 9HU�

KRHYHQ� 9LFH 3UHVLGHQW /HJDO DW (DVGDT �1RY� ��� ������

��� 6HH (DVGDT �YLVLWHG $XJ� ��� ����� �KWWS���ZZZ�HDVGDT�FRP!�

��� 'DWD IURP WKH 7$6( 5HVHDUFK 'HSDUWPHQW WR WKH $XWKRU �-XQH �� ������RQ ILOH ZLWK

DXWKRU��

��� 7KH UHDVRQV IRU WKLV DQRPDORXV VLWXDWLRQ DUH PDQLIROG� 6RPH RI WKHP WUDFH EDFN WR WZR

ILQDQFLDO FUDVKHV� LQ ���� DQG ����� ZKLFK FDXVHG WKH SXEOLF WR ORVH LWV FRQILGHQFH DQG PDGH WKH

7$6( GRUPDQW XQWLO ����� &RQVHTXHQWO\� WKH IDVW JURZLQJ KLJK WHFKQRORJ\ VHFWRU ZDV XQDEOH WR

WDS WKH 7$6( IRU WKH IXQGV LW QHHGHG GXULQJ WKH ����V� $V D YHQWXUH FDSLWDO LQGXVWU\ ZDV DOVR

ODUJHO\ XQGHYHORSHG DW WKDW WLPH� VWDUW�XS FRPSDQLHV EHJDQ VHHNLQJ IXQGLQJ LQ WKH 8�6�� DQG ZLWK

6LOLFRQ 9DOOH\ YHQWXUH FDSLWDO IXQG PDQDJHUV RQ WKHLU ERDUGV RI GLUHFWRUV� WKH URDG WR 1DVGDT ZDV

WKH QDWXUDO RQH WR WDNH�

��� )RU D GHWDLOHG FKURQRORJ\ DQG DQDO\VLV RI WKH ,VUDHOL GXDO OLVWLQJ SURMHFW� VHH $PLU 1� /LFKW�

0DQDJHULDO 2SSRUWXQLVP DQG )RUHLJQ /LVWLQJ� 6RPH 'LUHFW (YLGHQFH B 8� 3$� -� ,17¶/ (&21� /�

�IRUWKFRPLQJ ������ $PLU 1� /LFKW� 'DYLG¶V 'LOHPPD� $ &DVH 6WXG\ RI 6HFXULWLHV 5HJXODWLRQ LQ D

6PDOO 2SHQ 0DUNHW� � 7+(25(7,&$/ ,148,5,(6 /� �IRUWKFRPLQJ ������
��� 6HH 0HUDY $UOR]RURY� 7$6(� 'XDO /LVWLQJ :LOO &RQWULEXWH DW /HDVW $QRWKHU 86����0 WR

7UDGLQJ 9ROXPHV� */2%(6� -DQ� �±�� �����
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PHQWV� SURYLGHG WKH GLVFORVXUHV DUH DXJPHQWHG WR GRPHVWLF $PHULFDQ
GLVFORVXUH VWDQGDUGV��� 7KH FRPPLWWHH¶V UHSRUW LV EDVHG RQ WKH IROORZLQJ
ILQGLQJV���

x 7KH OHJDO DQG DFFRXQWLQJ UHJLPH DSSOLFDEOH WR $PHULFDQ LV�
VXHUV²EDVHG SULPDULO\ RQ )RUP ���. SHULRGLFDO GLVFORVXUH
XQGHU WKH ([FKDQJH $FW²LV VXEVWDQWLDOO\ HTXLYDOHQW WR WKH ,V�
UDHOL UHJLPH LQ WHUPV RI WKH LQYHVWRU SURWHFWLRQ LW SURYLGHV

DQG� WKHUHIRUH� FDQ EH UHOLHG RQ IRU UHJXODWLQJ GXDO OLVWHG VHFX�
ULWLHV�

x ,Q FRQWUDVW� WKH 8�6� UHJLPH DSSOLFDEOH WR IRUHLJQ LVVXHUV²

EDVHG SULPDULO\ RQ )RUP ���)²LV LQIHULRU ERWK WR WKH ,VUDHOL
UHJLPH DQG WKH )RUP ���. UHTXLUHPHQWV�

x $OWKRXJK ,VUDHOL LVVXHUV LQ WKH 8�6� DUH UHTXLUHG WR XVH )RUP

���)� PRVW RI WKHP VXSSOHPHQW WKHLU UHSRUWV ZLWK YROXQWDU\
GLVFORVXUH RI ���.�OLNH EXVLQHVV GDWD�

:KHQ WKH UHSRUW ZDV UHOHDVHG LQ 6HSWHPEHU ����� LWV UHFRPPHQGD�

WLRQV ZHUH SLRQHHULQJ LQ WHUPV RI WKH UHJXODWRU\ SDUDGLJP WKH\ UH�
IOHFWHG� L�H�� WKH XQLODWHUDO UHFRJQLWLRQ RI D IRUHLJQ VHFXULWLHV UHJXODWLRQ
UHJLPH� %XW WKH 7$6(� EDFNHG E\ WKH 3XEOLF &RPSDQLHV $VVRFLDWLRQ�

VWDXQFKO\ REMHFWHG WR UHTXLULQJ HYHQ DQ LRWD RI DGGLWLRQDO GLVFORVXUH DQG
OREELHG DJJUHVVLYHO\ IRU DQ DXWRPDWLF GXDO OLVWLQJ DUUDQJHPHQW� ,WV SRVL�
WLRQ ZDV SHUFHLYHG DV JHQXLQH LQ OLJKW RI LQWHQVLI\LQJ FRPSHWLWLRQ��� 7KH
,6$ HYHQWXDOO\ FDYHG LQWR SROLWLFDO SUHVVXUH DQG UHWUHDWHG IURP LWV SUR�
SRVDOV IRU DGGLWLRQDO GLVFORVXUH� ,Q -XO\ ����� WKH ,VUDHOL 3DUOLDPHQW� WKH
.QHVVHW� DGRSWHG DQ DPHQGPHQW WKDW DOORZV ,VUDHOL LVVXHUV OLVWHG RQ QD�

��� 6HH ,65$(/ 6(&85,7,(6 $87+25,7<� &200,77(( 5(3257 21 '8$/ /,67,1* 2)

6(&85,7,(6 �� ������ �+HEUHZ�� 7KH FRPPLWWHH¶V ZRUNLQJ DVVXPSWLRQ ZDV WKDW WKH VLWXDWLRQ ZDV

XQDFFHSWDEOH DQG OLNHO\ WR OHDG WR LUUHYHUVLEOH KDUP WR ,VUDHO¶V KLJK�WHFK VHFWRU DQG FDSLWDO PDUNHW�

,G� DW ���

��� ,G� DW ��±��� 7KH FRPPLWWHH RSLQHG WKDW RQO\ WKH ODWWHU VWDQGDUG LV VXLWDEOH IRU LQYHVWRU

SURWHFWLRQ LQ ,VUDHO DQG ZRXOG SUHYHQW GLVFULPLQDWLRQ DJDLQVW ORFDO LVVXHUV� ,G� DW ���

��� ,Q HDUO\ ����� (DVGDT VWDUWHG WUDGLQJ LQ VHYHUDO ,VUDHOL 8�6��OLVWHG VWRFNV� ZKLFK ZHUH WKH

FRYHWHG +RO\ *UDLO IRU WKH 7$6( GXH WR WKHLU KLJK WUDGLQJ YROXPH� ,Q )HEUXDU\ ����� 1DVGDT¶V

&KDLUPDQ� )UDQN =DUE� YLVLWHG ,VUDHO DQG GXULQJ KLV YLVLW LW ZDV DQQRXQFHG WKDW 1DVGDT LQWHQGV WR

RSHQ DQ H[WHQVLRQ LQ 7HO $YLY� 7KHUH LV UHDVRQ� KRZHYHU� WR WDNH WKH DQQRXQFHPHQWV DERXW

1DVGDT¶V SODQV ZLWK D JUDLQ RI VDOW� :LWKLQ WZR GD\V� QHZV DUWLFOHV ZHUH SXEOLVKHG DERXW SODQV WR

RSHQ DQ H[WHQVLRQ LQ 7HO $YLY� DERXW FRRSHUDWLRQ ZLWK WKH 7$6(� DQG RQ D MRLQW SODWIRUP FRQ�

QHFWLQJ 1DVGDT� WKH 7$6(� DQG WKH VWRFN H[FKDQJHV RI &DLUR DQG ,VWDQEXO� 7KH LPPHGLDWH WKUHDW

WR WKH 7$6(� KRZHYHU� ZDV HYLGHQW� 6HH� H�J�� %RD] /HYL� ³&DSLWDO +DV 1R 3DVVSRUW´� +$$5(7=�
)HE� ��� ����� .HUHQ =XULHO 	 =HHY .OHLQ� 7LJKWHQLQJ &RQQHFWLRQV EHWZHHQ 1DVGDT DQG ,VUDHOL

&RPSDQLHV /LVWHG RQ LW WR EH ([DPLQHG� */2%(6� )HE� ��±��� �����
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WLRQDO 8�6� PDUNHWV WR OLVW WKHLU VWRFNV RQ WKH 7$6( EDVHG HQWLUHO\ RQ
GLVFORVXUHV WKH\ PDNH RYHUVHDV XQGHU 8�6� ODZ RU YROXQWDULO\���

�� &RQFOXVLRQ

7KH FDVHV RI (DVGDT DQG WKH 7$6( DUH QRW LVRODWHG H[FHSWLRQV� 0DQ\

RWKHU VWRFN H[FKDQJHV� SDUWLFXODUO\ LQ (DVW $VLD� KDYH HOHYDWHG WKH FRP�
SHWLWLRQ IRU OLVWLQJV DQG WUDGLQJ YROXPH WR D QHZ OHYHO E\ HVWDEOLVKLQJ
�RU SODQQLQJ WR HVWDEOLVK� VSHFLDO DUUDQJHPHQWV IRU GXDO OLVWLQJ RI IRU�
HLJQ ³VXSHUVWDU´ VWRFNV DQG VWRFNV RI ILUPV IURP WKHLU KRPH FRXQWULHV�

7KH OLVW LQFOXGHV VWRFN H[FKDQJHV LQ +RQJ .RQJ��� -DSDQ��� $XVWUDOLD���

6LQJDSRUH�� DQG 7DLZDQ��� ,Q PRVW RI WKHVH FDVHV WKH EDVLF LGHD LV WR
GXDO OLVW SURPLQHQW 1$6'$4 VWRFNV LQ RUGHU WR VWUHQJWKHQ WKH ORFDO H[�
FKDQJH¶V SRVLWLRQ DV D ILQDQFLDO FHQWHU� $W OHDVW LQ WKH FDVH RI +RQJ
.RQJ� WKH SURJUDP LQYROYHV D UHJXODWRU\ UHIRUP� ZKLFK LPSOHPHQWHG D
V\VWHP RI XQLODWHUDO UHFRJQLWLRQ LQ $PHULFDQ VHFXULWLHV UHJXODWLRQ�

SUREDEO\ VLPLODU WR WKRVH LQ %HOJLXP DQG ,VUDHO���

,,,� 6(&85,7,(6 5(*8/$7,21 $6 38%/,& /$:

7KH FODVVLILFDWLRQ RI VHFXULWLHV UHJXODWLRQ DV SXEOLF ODZ PD\ VHHP

VWUDLJKWIRUZDUG� LI QRW VHOI�HYLGHQW� WR PRVW ODZ\HUV ZKR ZRXOG KDYH
JLYHQ LW D WKRXJKW� 7KH LPSOLFLW DVVXPSWLRQ WKDW WKLV ILHOG LV D SDUW RI
SXEOLF ODZ LQ WXUQ DOORZV RQH WR SRQGHU ZKHWKHU LW FRXOG EH SULYDWL]HG²

D TXHVWLRQ ZKLFK XQGHUOLHV WKLV &ROORTXLXP� 7KLV 3DUW PDNHV WKLV DV�
VXPSWLRQ H[SOLFLW LQ RUGHU FULWLFDOO\ WR H[DPLQH LWV PHDQLQJ DQG XVHIXO�
QHVV LQ WKH QHZ LQWHUQDWLRQDO PDUNHW HQYLURQPHQW� 7KH IUDPHZRUN RI WKH
DQDO\VLV LV WKH UHODWLRQ EHWZHHQ VHFXULWLHV UHJXODWLRQ� JHQHUDOO\ KHOG WR
EH SXEOLF ODZ� DQG FRUSRUDWH ODZ� ZKLFK LV RIWHQ YLHZHG DV SULYDWH ODZ�

��� ,VUDHOL 6HFXULWLHV /DZ �$PHQG� 1R� ���� ����±�����

��� 6HH +XL <XN�0LQ� 1DVGDT )LUPV 3RLVHG IRU 'XDO /LVWLQJ LQ 1HZ <HDU� 1DVGDT 'XDO

/LVWLQJ &ORVH WR $JUHHPHQW� 6� &+,1$ 0251,1* 3267� 1RY� ��� ����� DW �� +XL <XN�0LQ�

1DVGDT 0DLQVWD\V &ORVHU WR 6$5 /LVWLQJV� 6� &+,1$0251,1* 3267� 0DUFK �� ����� DW ��

��� 6HH $OH[DQGUD 1XVEDXP� 6XUYH\²-DSDQ� &RUSRUDWH )XQG�5DLVLQJ� 0RWKHUV 3ODQQLQJ WR

EH 1LPEOH� 7KH 1HZ 6WRFN 0DUNHWV� ),1� 7,0(6� 'HF� ��� ����� DW �� 1DVGDT -DSDQ WR $WWUDFW

)LUPV IURP 5LYDO 0DUNHWV� 3UHV� 6DHNL� -,-, 35(66 7,&.(5 6(59,&(� 0DU� �� �����

��� 6HH 'XDO /LVWLQJ ([SHFWHG RI 6WRFNV DW +RPH� $EURDG� 7+( .25($ +(5$/'� $SULO ���

�����

��� 6HH %DUU\ 3RUWHU� 6LQJDSRUH -RLQV )UD\ LQ 3XVKLQJ 86 6WRFNV� 6� &+,1$ 0251,1* 3267�

-XQH �� ����� DW � �GHVFULELQJ SODQV IRU FRRSHUDWLRQ ZLWK $PH[ DQG WKH 1<6(�� 6LQJD�

SRUH�$XVWUDOLD WR 6LJQ &URVV�/LVWLQJ $JUHHPHQW /DWHU 7RGD\� $);�$6,$� -XQH �� �����

��� 6HH 6RILD :X� 7DLZDQ 6WRFN ([FKDQJH� 1DVGDT 3ODQQLQJ &URVV /LVWLQJ� &(17� 1(:6

$*(1&<� )HE� ��� �����

��� 6HH <XN�0LQ� VXSUD QRWH ���
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7KHVH FODVVLILFDWLRQV KDYH EHHQ XQVWDEOH DQG VXEMHFW WR SRLQWHG FUL�
WLTXHV� HVSHFLDOO\ LQ WKH 8QLWHG 6WDWHV���

$� %DFNJURXQG RQ WKH 3XEOLF�3ULYDWH 'LVWLQFWLRQ

�� 7KH (XURSHDQ 3HUVSHFWLYH

,W LV PHWKRGRORJLFDOO\ HDVLHU WR EHJLQ ZLWK WKH FRQWLQHQWDO (XURSHDQ

SHUFHSWLRQ RI WKH SXEOLF�SULYDWH GLVWLQFWLRQ WKDW SUHYDLOV LQ DOO FLYLO ODZ
V\VWHPV� 7KH GLVWLQFWLRQ EHWZHHQ SXEOLF ODZ DQG SULYDWH ODZ VHHPV WR
PDQ\ FRQWLQHQWDO (XURSHDQ ODZ\HUV WR EH IXQGDPHQWDO� QHFHVVDU\ DQG�
RQ WKH ZKROH� HYLGHQW� $OWKRXJK WKH GLVWLQFWLRQ LV RIWHQ DWWDFNHG� WKH DY�
HUDJH FRQWLQHQWDO ODZ\HU NQRZV WKDW SXEOLF ODZ DQG SULYDWH ODZ DUH HV�
VHQWLDOO\ GLIIHUHQW��� 7KH GLVWLQFWLRQ WKXV KDV EHHQ GXEEHG WKH ³PLJKW\

FOHDYDJH�´�� D ³JUHDW GLFKRWRP>\@�´�� DQG WKH ³VXPPD GLYLVLR�´�� ,W GDWHV
IURP DQWLTXLW\� ZLWK LWV KLVWRULFDO URRWV WUDFLQJ EDFN WR WKH YHU\ HDUO\
VRXUFHV RI 5RPDQ ODZ��� DQG LV SUHYDOHQW WRGD\ LQ DOO &LYLO /DZ V\V�
WHPV���

(XURSHDQ OHJDO GRFWULQH GLYLGHV DOO ODZ LQWR SULYDWH ODZ DQG SXEOLF

ODZ� 3XEOLF ODZ LV WKH ERG\ RI ODZ WKDW JRYHUQV WKH UHODWLRQVKLSV WR
ZKLFK WKH VWDWH� LQ ZKDWHYHU FDSDFLW\ DQG VKDSH� LV D SDUW\� 3ULYDWH ODZ�
LQ FRQWUDVW� DSSOLHV WR UHODWLRQVKLSV EHWZHHQ SULYDWH SHUVRQV� LQFOXGLQJ
OHJDO HQWLWLHV� VXFK DV FRUSRUDWLRQV��� 7KXV� SXEOLF ODZ LV VDLG� VFKHPDWL�
FDOO\� WR LQYROYH YHUWLFDO UHODWLRQVKLSV ZKLOH SULYDWH ODZ FRQFHUQV KRUL�

]RQWDO UHODWLRQVKLSV� +RZHYHU� WKH HYHU�LQFUHDVLQJ H[SDQVLRQ RI DGPLQ�
LVWUDWLYH ODZ� FDXVHG E\ LQFUHDVHG JRYHUQPHQWDO LQWHUIHUHQFH LQ DOO
VSKHUHV RI VRFLDO DFWLYLW\� KDV OHG WR WKH PXOWLSOLFDWLRQ RI HQFURDFKPHQWV
XSRQ WKH SULYDWH ODZ VSKHUH� $ QHZ EUDQFK RI ODZ� D VXE�SDUW RI DGPLQ�

��� 6HH JHQHUDOO\ $PLU 1� /LFKW� ,QWHUQDWLRQDO 'LYHUVLW\ LQ 6HFXULWLHV 5HJXODWLRQ� 5RDGEORFNV

RQ WKH :D\ WR &RQYHUJHQFH� �� &$5'2=2 /� 5(9� ��� �������

��� 6HH 5HQ© 'DYLG� ,QWURGXFWLRQ� LQ � ,17(51$7,21$/ (1&<&/23(',$ 2) &203$5$7,9(

/$: �� �� �5HQ© 'DYLG HG�� ����� >KHUHLQDIWHU � ,17¶/ (1&</&23(',$@ �³>,@Q WKH H\HV RI 5R�

PDQR�*HUPDQLF ODZ\HUV UHFRJQLWLRQ RI D GLVWLQFWLRQ EHWZHHQ SXEOLF DQG SULYDWH ODZ LV QDWXUDO�

MXVW� DQG QHFHVVDU\�´�� -RKQ +HQU\ 0HUU\PDQ� 7KH 3XEOLF /DZ�3ULYDWH /DZ 'LVWLQFWLRQ LQ (XUR�
SHDQ DQG $PHULFDQ /DZ� �� -� 38%� /� �� � ������� VHH DOVR 58'2/) %� 6&+/(6,1*(5 (7 $/��

&203$5$7,9( /$: ��� ��WK HG� ����� �³,Q D FLYLOLDQ PLQG� DOO ODZ LV DXWRPDWLFDOO\ GLYLGHG LQWR

SULYDWH ODZ DQG SXEOLF ODZ�´��

��� 0HUU\PDQ� VXSUD QRWH ��� DW � �FLWLQJ 7� +2//$1'� 7+( (/(0(176 2) -85,6358'(1&(

���WK HG� �������

��� 6&+/(6,1*(5 (7 $/�� VXSUD QRWH ��� DW ����
��� &KDUOHV 6]ODGLWV� 7KH &LYLO /DZ 6\VWHP� LQ � ,17¶/ (1&<&/23(',$ � VXSUD QRWH ��� DW ���

��� 7KH GLVWLQFWLRQ LV VDLG WR KDYH EHHQ UHFRJQL]HG E\ 8OSLDQ DQG UHIOHFWHG LQ -XVWLQLDQ¶V 'L�

JHVW� 6HH 6&+/(6,1*(5� VXSUD QRWH ��� DW ���� 6]ODGLWV� VXSUD QRWH ��� DW ���
��� 6HH 6]ODGLWV� VXSUD QRWH ��� DW ���

��� 6HH LG� DW ���
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LVWUDWLYH ODZ FDOOHG ³HFRQRPLF ODZ�´ WKXV ZDV GHILQHG� 7KLV UHVXOWHG LQ D
VLWXDWLRQ ZKHUH WKH SXEOLF�SULYDWH GLVWLQFWLRQ� DOWKRXJK VWLOO HIIHFWLYH LQ
SUDFWLFH� EHFDPH EOXUUHG E\ WKH LQWHUSHQHWUDWLRQ RI SXEOLF ODZ DQG SUL�
YDWH ODZ���

�� 7KH $PHULFDQ 9LHZ�V�

$FFRUGLQJ WR WKH JUHDW FRPSDUDWLYLVW� 5HQ© 'DYLG� WKH GLVWLQFWLRQ

EHWZHHQ SXEOLF ODZ DQG SULYDWH ODZ LQ FRPPRQ ODZ FRXQWULHV LV QRW UH�
MHFWHG �DV LW ZDV LQ VRFLDOLVW GRFWULQH�� LW LV VLPSO\ XQNQRZQ��� ,Q (QJOLVK

ODZ� WKH GLVWLQFWLRQ LV QRW IHOW DW DOO� KDYLQJ EHHQ WUDGLWLRQDOO\ GHQLHG E\
(QJOLVK SUDFWLFLQJ ODZ\HUV� 8QOLNH FRQWLQHQWDO (XURSH� WKHUH DUH QR VSH�
FLDO FRXUWV IRU SXEOLF ODZ TXHVWLRQV� EXW RQO\ D IHZ UXOHV DQG UHPHGLHV
VSHFLDO WR SXEOLF ODZ� DQG DOPRVW QR GLVWLQFWLYH DWWLWXGH RI PLQG���

$OWKRXJK WKH 8QLWHG 6WDWHV FOHDUO\ H[KLELWV WKH EDVLF FKDUDFWHULVWLFV

RI D FRPPRQ ODZ V\VWHP� D UHODWHG GLFKRWRP\²WKH SXEOLF�SULYDWH GLV�
WLQFWLRQ²FRQWLQXHV WR JDLQ PXFK LPSRUWDQFH KHUH LQ WKH 8QLWHG 6WDWHV�
7KH GLVFXVVLRQ IRFXVHV RQ WKH YDOLGLW\ RI FODVVLI\LQJ VRFLDO SKHQRPHQD
DV SXEOLF RU SULYDWH LQVWHDG RI RQ D FODVVLILFDWLRQ EDVHG RQ WKHLU JRYHUQ�
LQJ OHJDO ILHOGV��� ,Q WKH HLJKWHHQWK FHQWXU\� PRVW $PHULFDQ ODZ\HUV UHF�

RJQL]HG WKDW D YDULHW\ RI LQVWLWXWLRQV DQG RUJDQL]DWLRQV� LQFOXGLQJ EXVL�
QHVV FRUSRUDWLRQV� PRVW DFFXUDWHO\ ZHUH GHVFULEHG DV SDUWO\ SULYDWH DQG
SDUWO\ SXEOLF LQ FKDUDFWHU���

,Q WKH QLQHWHHQWK FHQWXU\� ODZ\HUV EHJDQ WR ILQG LQFUHDVLQJO\ SURE�

OHPDWLF WKH IDFW WKDW WKHVH RUJDQL]DWLRQV H[HUFLVHG VSHFLDO SRZHUV DQG
SULYLOHJHV XVXDOO\ DVVRFLDWHG ZLWK JRYHUQPHQWV� VXFK DV WKH SRZHUV RI
WD[DWLRQ DQG HPLQHQW GRPDLQ� $ PRYHPHQW KDV EHJXQ WR VHSDUDWH WKH
SXEOLF DQG SULYDWH ³VSKHUHV�´ GULYHQ WR D ODUJH H[WHQW E\ WKH LGHRORJ\ RI
FODVVLFDO OLEHUDOLVP� ,Q WKLV FRQWH[W� WKHUH ZDV D ³YLUWXDO REVHVVLRQ´�� RQ
EHKDOI RI RUWKRGR[ MXGJHV DQG MXULVWV WR FUHDWH D OHJDO VFLHQFH WKDW ZRXOG

VKDUSO\ VHSDUDWH ODZ IURP SROLWLFV� 3ULYDWH ODZ FDPH WR EH XQGHUVWRRG DV
D QHXWUDO V\VWHP IRU IDFLOLWDWLQJ YROXQWDU\ PDUNHW WUDQVDFWLRQV DQG YLQ�

��� 6HH LG� DW ��� ��� VHH DOVR 0HUU\PDQ� VXSUD QRWH ��� DW ������ VHH JHQHUDOO\ )5$1=

:,($&.(5� $ +,6725< 2) 35,9$7( /$: ,1 (8523( �7RQ\ :HLU WUDQV�� ������

��� 6HH 'DYLG� VXSUD QRWH ��� DW ���

��� 6HH 7RQ\ :HLU� 7KH &RPPRQ /DZ 6\VWHP� LQ � ,17¶/ (1&<&/23(',$� VXSUD QRWH ��� DW

��� ��±���

��� &I� 5DQG\ (� %DUQHWW� )RUHZRUG� )RXU 6HQVHV RI WKH 3XEOLF /DZ�3ULYDWH /DZ 'LVWLQFWLRQ�

� +$59� -�/� 	 38%� 32/¶< ��� �������

��� )RU WKH SXUSRVH RI EULHIO\ UHFRXQWLQJ WKH KLVWRU\ RI WKH SXEOLF�SULYDWH GLVWLQFWLRQ� WKH WH[W

GUDZV OLEHUDOO\ RQ $0(5,&$1 /(*$/ 5($/,60 ��±��� �:LOOLDP :� )LVKHU HW DO� HGV�� ������ DQG

0RUWRQ -� +RUZLW]� 7KH +LVWRU\ RI WKH 3XEOLF�3ULYDWH 'LVWLQFWLRQ� ��� 8� 3$� /� 5(9� ����

�������

��� 6HH +RUZLW]� VXSUD QRWH ��� DW �����
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GLFDWLQJ LQMXULHV WR SULYDWH ULJKWV��� 7RZDUGV WKH HQG RI WKH ����V� D
PRUH IRUPDO DQG V\VWHPDWLF GLVWLQFWLRQ EHWZHHQ SXEOLF DQG SULYDWH ODZ
EHJDQ WR EH DUWLFXODWHG���

7KH ILUVW KDOI RI WKH WZHQWLHWK FHQWXU\ VDZ WKH GHFOLQH RI WKH SXE�

OLF�SULYDWH GLVWLQFWLRQ LQ WKH 8QLWHG 6WDWHV DV D UHVXOW RI UHOHQWOHVV DWWDFNV
E\ WKH /HJDO 5HDOLVW 0RYHPHQW��� 7KDW GLVWLQFWLRQ� KRZHYHU� UHIXVHV WR
GLH��� ,Q PDQ\ GRFWULQDO FRQWH[WV LW LQ IDFW VHHPV DOLYH DQG ZHOO���� ,Q
OLJKW RI WKH LPSUHVVLYH ORQJHYLW\ RI LWV FLYLO ODZ FRXQWHUSDUW� DQG QRW�
ZLWKVWDQGLQJ WKH FRQVLGHUDEOH VWUDLQV LW LV ZLWKVWDQGLQJ LQ PRGHUQ WLPHV�
WKHUH LV JURXQG WR EHOLHYH WKDW WKH GLVWLQFWLRQ ZLOO QRW YDQLVK IURP WKH

OHJDO ODQGVFDSH DQ\WLPH VRRQ� 7R EH VXUH� WKH GLVWLQFWLRQ LV GHILQLWHO\
PDOOHDEOH� DQG OHJDO DUJXPHQW FRXOG DEXVH LW���� %XW LWV YLWDOLW\ LQGLFDWHV
WKDW LW SURYLGHV D EHQHILFLDO VHUYLFH LQ KHOSLQJ ODZ\HUV RULHQW WKHPVHOYHV
LQ WKH OHJDO ODQGVFDSH� )DOVH RU LQDFFXUDWH WKHRULHV FDQ QHYHUWKHOHVV EH
TXLWH XVHIXO IRU WKLV SXUSRVH RQFH WKHLU OLPLWDWLRQV DUH DFNQRZOHGJHG����

%� 7KH 5HODWLRQV EHWZHHQ &RUSRUDWH /DZ DQG 6HFXULWLHV 5HJXODWLRQ

/RVV DQG 6HOLJPDQ WUDFH WKH KLVWRULFDO RULJLQV RI WKH GLVFORVXUH DQG

DQWL�IUDXG FRPSRQHQWV RI PRGHUQ VHFXULWLHV UHJXODWLRQ LQ WKH 8QLWHG
6WDWHV WR WKH (QJOLVK &RPSDQLHV $FW RI �������� ,Q WKDW $FW� 3DUOLDPHQW
HQDFWHG WKH ILUVW PRGHUQ SURVSHFWXV UHTXLUHPHQW���� $ ODWHU YHUVLRQ RI
WKDW $FW� WKH (QJOLVK &RPSDQLHV $FW RI ������� �WKH ³���� $FW´�²
VHUYHG DV WKH IRXQGDWLRQ IRU )HOL[ )UDQNIXUWHU DQG KLV WHDP LQ GUDIWLQJ

��� 6HH LG� DW ��������
��� 6HH 025721 -� +25:,7=� 7+( 75$16)250$7,21 2) $0(5,&$1 /$:� ���������� 7+(

&5,6,6 2) /(*$/ 257+2'2;< �� �������

��� )RU SURPLQHQW H[SRVLWLRQV� VHH 0RUULV 5� &RKHQ� 3URSHUW\ DQG 6RYHUHLJQW\� �� &251(//

/�4� � ������� 0RUULV 5� &RKHQ� 7KH %DVLV RI &RQWUDFW� �� +$59� /� 5(9� ��� ������� 5REHUW /�

+DOH� &RHUFLRQ DQG 'LVWULEXWLRQ LQ D 6XSSRVHGO\ 1RQ�&RHUFLYH 6WDWH� �� 32/� 6&,� 4� ���

�������

��� 7KLV LV RIWHQ GHFULHG E\ VFKRODUV RI WKH &ULWLFDO /HJDO 6WXGLHV PRYHPHQW� 6HH� H�J��

'XQFDQ .HQQHG\� 7KH 6WDJHV RI WKH 'HFOLQH RI WKH 3XEOLF�3ULYDWH 'LVWLQFWLRQ� ��� 8� 3$� /� 5(9�

���� ������� VHH DOVR $ODQ )UHHPDQ 	 (OL]DEHWK 0HQVFK� 7KH 3XEOLF�3ULYDWH 'LVWLQFWLRQ LQ
$PHULFDQ /DZ DQG /LIH� �� %8))� /� 5(9� ��� �������

���� 6HH� H�J�� $0(5,&$1 /(*$/ 5($/,60� VXSUD QRWH ��� DW ����

���� )RU D ILQH GHPRQVWUDWLRQ RI WKLV PDOOHDELOLW\� VHH .HQQHG\� VXSUD QRWH ���
���� )RU H[DPSOH� WKH $SROOR OXQDU PLVVLRQ ZDV SODQQHG XVLQJ FDOFXODWLRQV WKDW ZHUH EDVHG RQ

1HZWRQLDQ SK\VLFV� 7KDW WKHRU\ LV FOHDUO\ IDOVH LQ OLJKW RI (LQVWHLQ¶V WKHRU\ RI UHODWLYLW\� EXW ZDV

IRXQG WR EH VXIILFLHQWO\ DFFXUDWH IRU WKH ³OLPLWHG´ SXUSRVH RI JHWWLQJ WR WKH PRRQ DQG EDFN� 6HH
/HWWHU IURP 6WHSKHQ *DUEHU� 1$6$ +HDGTXDUWHUV +LVWRU\ 2IILFH� WR $XWKRU �-XQH �� ����� �RQ

ILOH ZLWK DXWKRU��

���� $Q $FW IRU WKH 5HJLVWUDWLRQ� ,QFRUSRUDWLRQ� DQG 5HJXODWLRQ RI -RLQW 6WRFN &RPSDQLHV�

����� � 	 � 9LFW�� FK� ��� �(QJ���

���� 6HH /28,6 /266 	 -2(/ 6(/,*0$1� � 6(&85,7,(6 5(*8/$7,21 �� �±� ��G HG� ������

,QWHUHVWLQJO\� WKH QHHG WR UHJXODWH PDUNHW SURIHVVLRQDOV ZDV SHUFHLYHG DV HDUO\ DV ���� $�'� ,G�
DW ��

���� 7KH &RPSDQLHV $FW� ����� �� 	 �� *HR� �� FK� �� �(QJ���
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G DV WKH IRXQGDWLRQ IRU )HOL[ )UDQNIXUWHU DQG KLV WHDP LQ GUDIWLQJ WKH
6HFXULWLHV $FW RI �������� ,Q SDUWLFXODU� WKH ���� $FW ZDV WKH VRXUFH RI
WZR PDMRU FRPSRQHQWV RI WKH FXUUHQW $PHULFDQ VHFXULWLHV ODZ� WKH FRQ�
FHSW RI IXOO GLVFORVXUH���� DQG WKH FLYLO OLDELOLWLHV RI WKH UHJLVWUDQW� LWV RI�
ILFHUV� GLUHFWRUV� DQG H[SHUWV����

7KH LPSRUWDQFH RI WKH OHJLVODWLYH KLVWRU\ JRHV EH\RQG PHUH DQHFGRWDO

LQWHUHVW� $IWHU DOO� WKH ���� $FW¶V GUDIWHUV ZHUH QRW WKH RQO\ RQHV WR SHU�
FHLYH WKH YDOXH RI IXOO GLVFORVXUH� )UDQNIXUWHU¶V WHDP ZDV LQGHHG LPSOH�
PHQWLQJ 3UHVLGHQW 5RRVHYHOW¶V SROLF\ ZKLFK FKDPSLRQHG IXOO GLVFORVXUH
DV WKH SUHIHUDEOH UHPHG\ WR WKH PDODLVH RI $PHULFDQ ILQDQFLDO PDUNHWV

DW WKH WLPH���� 5RRVHYHOW RIWHQ UHIHUUHG WR /RXLV %UDQGHLV¶V IDPRXV
PD[LP� WKDW ³>S@XEOLFLW\ LV MXVWO\ FRPPHQGHG DV D UHPHG\ IRU VRFLDO DQG
LQGXVWULDO GLVHDVHV� 6XQOLJKW LV VDLG WR EH WKH EHVW RI GLVLQIHFWDQWV� HOHF�
WULF OLJKW WKH PRVW HIILFLHQW SROLFHPDQ�´��� 7KH VLJQLILFDQW SRLQW KHUH LV
WKDW WKH YHU\ SULQFLSOH ZKLFK FRQVWLWXWHV WKH FHQWUDO SLOODU RI WKH VHFXUL�
WLHV UHJXODWLRQ UHJLPH LQ RQH FRXQWU\ ZDV ORFDWHG� DW YLUWXDOO\ WKH VDPH

SRLQW LQ WLPH� DW WKH KHDUW RI DQRWKHU FRXQWU\¶V FRUSRUDWH ODZ�

,Q D QXPEHU RI FDVHV� WKH FRXUWV ZHUH FDOOHG WR GLVWLQJXLVK EHWZHHQ

FRUSRUDWH ODZ DQG VHFXULWLHV UHJXODWLRQ� 7KLV KDSSHQHG ZKHQHYHU WKH
RXWHU ERXQGDULHV RI WKH 6HFXULWLHV $FWV QHHGHG GHOLQHDWLRQ DV DQ LQVWUX�

PHQWDO VWHS WRZDUGV GLVFHUQLQJ WKH GHJUHH WR ZKLFK WKH\ FRXOG SUHHPSW
VWDWH FRUSRUDWH ODZ� 7KH FDVHV FRYHU D YDULHW\ RI FHQWUDO LVVXHV� VXFK DV
ILGXFLDU\ GXWLHV���� SUR[\ VROLFLWDWLRQ���� DQG GXDO FODVV FRPPRQ VWRFN
FDSLWDOL]DWLRQ���� %XW WKH FRQVLGHUDEOH MXGLFLDO HIIRUW \LHOGV RQO\ FDVXLV�

���� 6HH -2(/ 6(/,*0$1� 7+( 75$16)250$7,21 2):$// 675((7 �� �UHY� HG� ������ -DPHV

0� /DQGLV� 7KH /HJLVODWLYH +LVWRU\ RI WKH 6HFXULWLHV $FW RI ����� �� *(2� :$6+� /� 5(9� ��� ��

������� VHH DOVR 3DWULFN 0R\HU� 7KH 5HJXODWLRQ RI &RUSRUDWH E\ 6HFXULWLHV 5HJXODWRUV� $ &RP�

SDULVRQ RI 2QWDULR DQG WKH 8QLWHG 6WDWHV� �� 8� 7252172 )$&� /� 5(9� ��� �� ������ �VWDWLQJ

VLPLODUO\ WKDW ³>V@HFXULWLHV ODZ LQ &DQDGD HYROYHG IURP WKH GLVFORVXUH UHTXLUHPHQWV LPSRVHG E\

(QJOLVK FRUSRUDWH ODZ LQ WKH ODWH ��WK FHQWXU\� 6HFXULWLHV UHJXODWLRQ UHPDLQHG H[FOXVLYHO\ SDUW RI

FRUSRUDWH ODZ XQWLO 0DQLWRED DGRSWHG WKH 6DOH RI 6KDUHV $FW LQ ����´��
���� 6HH /DQGLV� VXSUD QRWH ���� DW ���

���� ,G� DW ���

���� 6HH 6(/,*0$1� VXSUD QRWH ���� DW ��±���
���� 6HH LG�

���� 6HH 6DQWD )H ,QGXVWULHV Y� *UHHQ� ��� 8�6� ��� ������ �H[DPLQLQJ WKH H[WHQW WR ZKLFK WKH

6HFXULWLHV $FWV¶ DQWL�IUDXG SURYLVLRQV FDQ EH XVHG IRU FUHDWLQJ D IHGHUDO ODZ RI ILGXFLDU\ GXWLHV��

���� 6HH 6FKUHLEHU Y� %XUOLQJWRQ 1RUWKHUQ� ,QF�� ��� 8�6� � ������ �VDPH� ZLWK UHJDUG WR SUR[\

VROLFLWDWLRQV��

���� 6HH %XVLQHVV 5RXQGWDEOH Y� 6�(�&�� ��� )��G ���� ��� �'�&� &LU� ����� �DQXOOLQJ 5XOH

��F��� �� &�)�5� � ������F�� ������� RQ WKH JURXQGV WKDW WKDW WKH 6(&¶V JHQHUDO DXWKRULW\ WR

UHJXODWH FRUSRUDWH YRWLQJ LQ WKH SXEOLF LQWHUHVW GLG QRW SHUPLW LW WR UHJXODWH FRUSRUDWH ODZ��
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WLF UXOLQJV DQG IDLOV WR SURYLGH D SULQFLSOHG GLVWLQFWLRQ EHWZHHQ WKH WZR
ILHOGV����

,W DSSHDUV ZURQJ WR DVVXPH WKDW ZLWK VXIILFLHQW DQDO\WLFDO HIIRUW RQH

FRXOG SURGXFH D FOHDU VHSDUDWLRQ RI ILHOGV���� )URP D VXEVWDQWLYH SRLQW

RI YLHO� WKH GLVWLQFWLRQ EHWZHHQ FRUSRUDWH ODZ DQG VHFXULWLHV UHJXODWLRQ LV
H[WUHPHO\ WHQXRXV� 7KH LVVXHV ZKLFK WKH WZR ILHOGV RI ODZ FRYHU RYHU�
ODS FRQVLGHUDEO\� VLQFH IHGHUDO VHFXULWLHV ODZ UHJXODWHV WKH FRUH RI WKH
FRUSRUDWH JRYHUQDQFH V\VWHP²WKH YRWLQJ PHFKDQLVP²WKURXJK WKH
SUR[\ UXOHV���� )HGHUDO VHFXULWLHV ODZ DOVR UHJXODWHV IXQGDPHQWDO
FKDQJHV LQ FRUSRUDWH VWUXFWXUH� VXFK DV JRLQJ�SULYDWH WUDQVDFWLRQV��� DQG

KRVWLOH WDNHRYHUV���� )LQDOO\� IHGHUDO VHFXULWLHV ODZ UHJXODWHV LQVLGHU
WUDGLQJ� SHUKDSV WKH PRVW FRQWHQWLRXV LVVXH LQ WKH UHODWLRQVKLS EHWZHHQ
SXEOLF VKDUHKROGHUV DQG FRPSDQ\ LQVLGHUV�

7KH LQYDVLRQ RI IHGHUDO VHFXULWLHV ODZ LQWR WKH WUDGLWLRQDO DUHDV RI

FRUSRUDWH ODZ UHDFKHV EH\RQG SDUWLFXODU LVVXHV� $FFRUGLQJ WR 'HDQ
6HOLJPDQ� IHGHUDO VHFXULWLHV ODZ KDV EHFRPH ³WKH QHZ FRUSRUDWH ODZ�´���

6HOLJPDQ GRFXPHQWV D GHFOLQH LQ VWDWH ODZ VWDQGDUGV UHJDUGLQJ WKH GXW\
RI OR\DOW\ DQG WKH GXW\ RI FDUH DQG DUJXHV WKDW VHFXULWLHV ODZ� WKURXJK LWV
HPSKDVLV RQ SUHYHQWLYH DFWLRQ DQG GHWHUUHQFH� KDV SURIRXQGO\ FKDQJHG
WKH FRQWHQW RI WKHVH GXWLHV���� 7KH HQWLUH GLVFXVVLRQ WKXV UHIOHFWV D

���� ,Q $PDQGD $FTXLVLWLRQ &RUS� Y� 8QLYHUVDO )RRGV &RUS�� ��� )��G ���� ��� ��WK &LU�

������ WKH FRXUW GLVWLQJXLVKHG EHWZHHQ ³SURFHVV�´ ZKLFK LV WKH UHDOP RI WKH IHGHUDO 6HFXULWLHV

$FWV� DQG ³VXEVWDQFH�´ WKH UHDOP RI VWDWHV¶ FRUSRUDWH ODZV� 7KLV GLVWLQFWLRQ� KRZHYHU� LV IDU IURP

FOHDU� DQG LQGHHG WKH FRXUW JLYHV H[DPSOHV IRU FDVHV ZKHUH WKH GLVWLQFWLRQ ZRXOG EH GLIILFXOW WR

LPSOHPHQW� ,G�

���� &I� 0R\HU� VXSUD QRWH ���� DW �� �³,Q WKH 8QLWHG 6WDWHV� KLVWRULFDO DFFLGHQW DQG MXGLFLDO

VWDWXWRU\ FRQVWUXFWLRQ KDYH SURGXFHG D FOHDU VHSDUDWLRQ RI FRUSRUDWH ODZ DQG VHFXULWLHV ODZ�´�� ,W

WKXV VHHPV ZURQJ RQ 0R\HU¶V SDUW WR GHFU\ WKH IDFW WKDW ³WKH ERXQGDU\ EHWZHHQ WKH WZR >ILHOGV@

KDV EHFRPH EOXUUHG LQ &DQDGLDQ ODZ�´ ,G� DW ���

���� 6HFXULWLHV ([FKDQJH $FW RI ���� � ��� �� 8�6�&� � ��P�D�������� 6HH -$0(6 '� &2; (7

$/�� 6(&85,7,(6 5(*8/$7,21� &$6(6 $1'0$7(5,$/6 ��� ��G HG� ����� �³,QGHHG� VLQFH YRWLQJ

ULJKWV DUH VR IXQGDPHQWDO WR WKH SURFHVV RI FRUSRUDWH JRYHUQDQFH� WKHUH DUH IHZ DUHDV RI VHFXULWLHV

UHJXODWLRQ ZKHUH ERWK WKH LQWHUSOD\ DQG WHQVLRQ EHWZHHQ IHGHUDO VHFXULWLHV ODZ DQG VWDWH FRUSRUD�

WLRQ ODZ DUH DV YLYLG�´��

���� 6HH 6HFWLRQ ���H� RI WKH ([FKDQJH $FW DQG 5XOH ��H WKHUHXQGHU� �� &�)�5� � ���� ��H��

�������

���� 7KH :LOOLDPV $FW� DV HPERGLHG LQ 6HFWLRQV ���G� DQG ���H� RI WKH ([FKDQJH $FW DQG

5XOHV WKHUHXQGHU� 6HFWLRQ ���G� RI WKH ([FKDQJH $FW DQG 5XOHV WKHUHXQGHU VKRXOG DOVR EH FRQVLG�

HUHG SDUW RI WKLV UHJXODWRU\ VFKHPH DV DQ ³HDUO\ ZDUQLQJ V\VWHP�´ &2; (7 $/�� VXSUD QRWH ���� DW
����

���� -RHO 6HOLJPDQ� 7KH 1HZ &RUSRUDWH /DZ� �� %522.� /� 5(9� �� � ������ >KHUHLQDIWHU

6HOLJPDQ� 1HZ &RUSRUDWH /DZ@� -RHO 6HOLJPDQ� $FFRXQWLQJ DQG WKH 1HZ &RUSRUDWH /DZ� ��
:$6+� 	 /(( /� 5(9� ��� ������� FI� :LOOLDP 7� 4XLOOHQ� 7KH )HGHUDO�6WDWH &RUSRUDWH /DZ

5HODWLRQVKLS²$ 5HVSRQVH WR 3URIHVVRU 6HOLJPDQ¶V &DOO IRU )HGHUDO 3UHHPSWLRQ RI 6WDWH &RUSR�

UDWH )LGXFLDU\ /DZ� �� %522.� /� 5(9� ��� �������
���� 6HH 6HOLJPDQ� 1HZ &RUSRUDWH /DZ� VXSUD QRWH ���� DW �� 6HH DOVR (GPXQG :� .LWFK� 7KH

7KHRU\ DQG 3UDFWLFH RI 6HFXULWLHV 'LVFORVXUH� �� %522.� /� 5(9� ��� ������� /RXLV /RZHQVWHLQ�
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GHHSHU UHDOLW\� QDPHO\� WKDW WKH WZR ILHOGV DUH LQ IDFW KLJKO\ LQWHJUDWHG�
DV LW LV KDUG WR LPDJLQH D JRRG GHVFULSWLRQ RI WKH ODZ RI EXVLQHVV FRUSR�
UDWLRQ ZKLOH RPLWWLQJ RQH RI WKHP� 0RUHRYHU� VHFXULWLHV UHJXODWLRQ DQG
FRUSRUDWH ODZ DUH LQWHUGHSHQGHQW WR WKH H[WHQW WKDW RQH RI WKHP FRXOG
UHPHG\ GHILFLHQFLHV LQ WKH RWKHU����

&� &ODVVLI\LQJ &RUSRUDWH /DZ DQG 6HFXULWLHV /DZ

7KH SXEOLF ODZ�SULYDWH ODZ GLVWLQFWLRQ EHWZHHQ VHFXULWLHV UHJXODWLRQ

DQG FRUSRUDWH ODZ JHQHUDOO\ KROGV DW D EDVLF OHYHO� ,Q FRQWLQHQWDO
(XURSH� WKH GLYLVLRQ EHWZHHQ EUDQFKHV RI SXEOLF DQG SULYDWH ODZ YDULHV
ERWK DFURVV FLYLO ODZ FRXQWULHV DQG DFFRUGLQJ WR WKH YDULRXV HQGV WR EH
VHUYHG E\ WKH FODVVLILFDWLRQ RI ODZ���� $W WKH FRUH RI SULYDWH ODZ DUH WKH
FODVVLF VXEMHFWV �FRQWUDFW� WRUW� DQG SURSHUW\� ZKLFK WRJHWKHU ZLWK UHODWHG
VXEMHFWV DUH LQYDULDEO\ FRGLILHG� &RPSDQ\ ODZ LV XVXDOO\ FODVVLILHG DV

SDUW RI FRPPHUFLDO ODZ� WKH PRVW SULYDWH ODZ EH\RQG WKH LQQHU FRUH RI
FLYLO ODZ SURSHU���� %\ FRQWUDVW� VHFXULWLHV UHJXODWLRQ ZRXOG EH FODVVLILHG
DQG ORFDWHG ZHOO ZLWKLQ WKH ERXQGDULHV RI SXEOLF ODZ� 7KLV GLVFXVVLRQ
EHJLQV ZLWK VRPH EDVLF� IRUPDOLVWLF LQGLFDWRUV� ,W WKHQ UHYLVLWV WKHVH
FODVVLILFDWLRQV ZLWKLQ WKH FULWLFDO IUDPHZRUN GHOLQHDWHG DERYH� ,W DUJXHV
WKDW WKH SHUVLVWHQFH RI WKH SULYDWH FKDUDFWHU RI WKH FRUSRUDWLRQ LV GXH

ODUJHO\ WR WKH ULVH RI VHFXULWLHV UHJXODWLRQ DV WKH SXEOLF FRPSDQLRQ RI
FRUSRUDWH ODZ�

�� %DVLF ,QGLFDWRUV

)URP D VWUXFWXUDO SHUVSHFWLYH� FRPSDQ\ ODZ DQG VHFXULWLHV UHJXODWLRQ

H[KLELW D QXPEHU RI GLIIHUHQFHV ZKLFK� WDNHQ WRJHWKHU� VXSSRUW WKH FODV�
VLILFDWLRQ RI WKH WZR ILHOGV DV SULYDWH DQG SXEOLF ODZ� UHVSHFWLYHO\� )LUVW�
OLNH DOO SULYDWH ODZ� FRPSDQ\ ODZ HPDQDWHV IURP WKH SULPDU\ OHJLVODWLYH

ERG\ �WKH SDUOLDPHQW�� 6HFXULWLHV UHJXODWLRQ LV PRUH FRPSOH[� DV LWV ILUVW
SULQFLSOHV DUH HQDFWHG E\ WKH OHJLVODWXUH� EXW WKH JUHDWHU SDUW RI LWV OHJDO
FRUSXV LV W\SLFDOO\ SURPXOJDWHG E\ D JRYHUQPHQWDO ERG\�

)LQDQFLDO 7UDQVSDUHQF\ DQG &RUSRUDWH *RYHUQDQFH� <RX 0DQDJH :KDW <RX 0HDVXUH� ��

&2/80� /� 5(9� ���� �������

���� 6HH 3DXO *� 0DKRQH\� 0DQGDWRU\ 'LVFORVXUH DV D 6ROXWLRQ WR $JHQF\ 3UREOHPV� �� 8�

&+,&� /� 5(9� ���� ������ >KHUHLQDIWHU 0DKRQH\� 0DQGDWRU\ 'LVFORVXUH@ �DUJXLQJ WKDW &RQ�

JUHVV¶V OHJLVODWLYH LQWHQWLRQ LQ HQDFWLQJ WKH 6HFXULWLHV $FWV ZDV WR FXUE WKH DJHQF\ SUREOHP�� EXW

VHH 3$8/ *� 0$+21(<� 7+( 32/,7,&$/ (&2120< 2) 7+( 6(&85,7,(6 $&7 2) ���� �8QLYHUVLW\

RI 9LUJLQLD /DZ 6FKRRO� /HJDO 6WXGLHV :RUNLQJ 3DSHU 1R� ������ ����� �DUJXLQJ WKDW LQ HQDFWLQJ

WKH 6HFXULWLHV $FWV� &RQJUHVV ZDV UHVWRULQJ WKH SRVLWLRQ RI LQYHVWPHQW KRXVHV LQ WKH VWRFN PDU�

NHW��

���� 6HH 6]ODGLWV� VXSUD QRWH ��� DW ���

���� 6HH LG� DW ���
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6HFRQG� FRPSDQ\ ODZ� OLNH RWKHU ILHOGV RI SULYDWH ODZ� LV DGPLQLVWHUHG

DQG HQIRUFHG SULPDULO\ E\ UHWURDFWLYH GLVSXWH UHVROXWLRQ ZLWKLQ WKH FRXUW
V\VWHP �H[FHSW IRU PLQRU LVVXHV QRW LQYROYLQJ GLVSXWHV VXFK DV FRPSDQ\
UHJLVWUDWLRQ�� %\ FRQWUDVW� VHFXULWLHV UHJXODWLRQ LV DGPLQLVWHUHG SULPDULO\
SURDFWLYHO\ WKURXJK DGPLQLVWUDWLYH DSSURYDO ZLWK RQO\ VHFRQGDU\ UHVRUW
WR WKH FRXUWV�

7KLUG� FRPSDQ\ ODZ LQ JHQHUDO LV HQDEOLQJ� ,W RIIHUV D VHW RI GHIDXOW

UXOHV� ZKLFK FDQ EH FKDQJHG E\ FRPSDQ\ RUJDQL]HUV WR ILW WKHLU SUHIHU�
HQFHV� ,Q FRQWUDVW� VHFXULWLHV UHJXODWLRQ LV PRVWO\ PDQGDWRU\ DQG RIWHQ
SURKLELWV RSWLQJ RXW RI LWV SURYLVLRQV���� 7KHVH IHDWXUHV� UHVSHFWLYHO\� DUH

FKDUDFWHULVWLF WR SURYLVLRQV RI SULYDWH DQG SXEOLF ODZ�

7KH EDVLF LQGLFDWRUV HQXPHUDWHG DERYH FDQ RQO\ PDUN WKH VWDUWLQJ

SRLQW LQ WKH ZD\ WRZDUGV D FODVVLILFDWLRQ RI VHFXULWLHV UHJXODWLRQ� 7KHVH
LQGLFDWRUV DUH ODUJHO\ VXSHUILFLDO� DQG DOPRVW HYHU\ JHQHUDOL]DWLRQ WKH\

UHO\ RQ FRXOG EH UHIXWHG E\ VRPH H[DPSOHV� 7KH UHPDLQGHU RI WKLV 3DUW
WKXV PDNHV DQRWKHU HIIRUW WRZDUGV FODVVLILFDWLRQ LQ D PRUH FULWLFDO PRGH
LQ OLJKW RI WKH IXQFWLRQDO UHODWLRQV EHWZHHQ WKH WZR ILHOGV�

�� &ODVVLI\LQJ &RUSRUDWH /DZ

,Q WKH 8QLWHG 6WDWHV� WKH FODVVLILFDWLRQ RI FRPSDQ\ ODZ KDV WDNHQ WKH

VKDSH RI FODVVLI\LQJ WKH EXVLQHVV FRUSRUDWLRQ DV ³SXEOLF´ RU ³SULYDWH�´
,QLWLDOO\� EXVLQHVV FRUSRUDWLRQV ZHUH FRQVLGHUHG SXEOLF HQWLWLHV� +RZ�

HYHU� GXULQJ WKH QLQHWHHQWK FHQWXU\ EXVLQHVV FRUSRUDWLRQV FDPH WR EH
SHUFHLYHG DV SULYDWH HQWLWLHV GHVSLWH VHYHUDO ZDYHV RI DFDGHPLF DQG SR�
OLWLFDO DWWDFNV���� 'XULQJ WKH ILUVW GHFDGHV RI WKH WZHQWLHWK FHQWXU\� WKH
OHJDO UHDOLVW PRYHPHQW DOVR GLVFXVVHG WKH QDWXUH RI WKH ILUP���� ,Q ����
%HUOH DQG 0HDQV SXEOLVKHG WKHLU VHPLQDO ERRN� 7KH 0RGHUQ &RUSRUD�

���� ,Q WKH 8QLWHG 6WDWHV VFKRODUV GHEDWH WKH SRVVLELOLW\ DQG GHVLUDELOLW\ RI RSWLQJ RXW RI WKH

6HFXULWLHV $FWV HYHQ LQ OLPLWHG OLDELOLW\ FRUSRUDWLRQV �//&V�� 6HH 3DUN 0F*LQW\� 7KH /LPLWHG /L�

DELOLW\ &RPSDQ\� 2SSRUWXQLW\ IRU 6HOHFWLYH 6HFXULWLHV /DZ 'HUHJXODWLRQ� �� 8� &,1� /� 5(9� ���
�������DUJXLQJ WKDW SULYDWH SDUWLHV VKRXOG EH SHUPLWWHG WR RSW RXW RI VHFXULWLHV UHJXODWLRQ E\ SUL�

YDWH DJUHHPHQW�� /DUU\ (� 5LEVWHLQ� )RUP DQG 6XEVWDQFH LQ WKH 'HILQLWLRQ RI D ³6HFXULW\´� 7KH

&DVH RI /LPLWHG /LDELOLW\ &RPSDQLHV� �� :$6+� 	 /(( /� 5(9� ��� �������VDPH�� /DUU\ (� 5LE�

VWHLQ� 3ULYDWH 2UGHULQJ DQG WKH 6HFXULWLHV /DZV� 7KH &DVH RI *HQHUDO 3DUWQHUVKLSV� �� &$6(:�

5(6� /� 5(9� � �������VDPH�� (ODLQH $� :HOOH� )UHHGRP RI &RQWUDFW DQG WKH 6HFXULWLHV /DZV�

2SWLQJ 2XW RI 6HFXULWLHV 5HJXODWLRQ E\ 3ULYDWH $JUHHPHQW� �� :$6+	 /(( /� 5(9� ��� �������

���� 6HH /LFKW� VXSUD QRWH ��� DW ���±���

���� ,Q DQ LQIOXHQWLDO DUWLFOH� -RKQ 'HZH\ DUJXHG WKDW WKH ZKROH GHEDWH DERXW FRUSRUDWH SHU�

VRQDOLW\ ZDV SRLQWOHVV DQG WKDW HLWKHU WKHRU\ FRXOG EH GHSOR\HG WR VXSSRUW ERWK LQWHUYHQWLRQ DQG

QRQ�LQWHUYHQWLRQ� :KLOH 'HZH\¶V DUJXPHQW FRXOG QRW EH XVHG WR DGYRFDWH RQH SDUWLFXODU FODVVLIL�

FDWLRQ� LW JDYH HTXDO� DOEHLW GXELRXV� OHJLWLPL]DWLRQ WR ERWK� 6HH -RKQ 'HZH\� 7KH +LVWRULF %DFN�

JURXQG RI &RUSRUDWH /HJDO 3HUVRQDOLW\� �� <$/( /�-� ��� ������� VHH DOVR 0D[ 5DGLQ� 7KH (QG�
OHVV 3UREOHP RI &RUSRUDWH 3HUVRQDOLW\� �� &2/80� /� 5(9� ��� ������� 3DXO 9LQRJUDGRII�

-XULGLFDO 3HUVRQV� �� &2/80� /� 5(9� ��� �������
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WLRQ DQG 3ULYDWH 3URSHUW\���� LQ ZKLFK WKH\ REVHUYHG WKH VHSDUDWLRQ
EHWZHHQ RZQHUVKLS RI FRUSRUDWH VKDUHV DQG FRQWURO RYHU WKH FRUSRUD�
WLRQ¶V DVVHWV� 6KDUHKROGHUV ZHUH VDLG WR KDYH UHWDLQHG WKH IRUPHU EXW WR
KDYH VXUUHQGHUHG WKH ODWWHU WR PDQDJHPHQW� 8QOLNH WKH VWDQGDUG ODZ DQG
HFRQRPLFV LQWHUSUHWDWLRQ RI %HUOH DQG 0HDQV� WKH\ DGYRFDWHG WKH FRQ�
FHSWLRQ RI FRUSRUDWLRQV DV SXEOLF DJDLQ� 7KH\ ZURWH WKDW ³E\ VXUUHQGHU�

LQJ FRQWURO DQG UHVSRQVLELOLW\ RYHU WKH DFWLYH SURSHUW\� >VKDUHKROGHUV@
KDYH VXUUHQGHUHG WKH ULJKW WKDW WKH FRUSRUDWLRQ EH RSHUDWHG LQ WKHLU VROH
LQWHUHVW� � � � 7KH\ KDYH SODFHG WKH FRPPXQLW\ LQ D SRVLWLRQ WR GHPDQG
WKDW WKH PRGHUQ FRUSRUDWLRQ VHUYH QRW DORQH WKH RZQHUV RU WKH FRQWURO
>JURXS@ EXW DOO VRFLHW\�´���

%HUOH DQG 0HDQV¶V FDOO ZDV QRW DQVZHUHG DQG� DIWHU 'HZH\¶V IDPRXV

DUWLFOH RQ FRUSRUDWH SHUVRQDOLW\���� WKH ZKROH LVVXH VXGGHQO\ YDQLVKHG
IURP FRQWURYHUV\���� 7KLV DUWLFOH SURSRVHV WKDW WR D ODUJH H[WHQW WKLV WHQ�
VLRQ ZDV GHIXVHG E\ WKH HQDFWPHQW RI WKH 6HFXULWLHV $FWV� 3XEOLF LQYHV�
WRUV ZHUH WKH FRQVWLWXHQF\ DW WKH IRFXV RI SXEOLF DWWHQWLRQ DIWHU WKH FULVLV

LQ :DOO 6WUHHW� ,QVWHDG RI LQWUXGLQJ LQWR WKH SHUFHLYDEO\ SULYDWH VSKHUH
RI WKH FRUSRUDWLRQ ZLWK QR DSSDUHQW WRROV WR UHPHG\ SUREOHPV���� &RQ�
JUHVV SUHIHUUHG WR EXUGHQ FRUSRUDWLRQV ZLWK GLVFORVXUH GXWLHV KDYLQJ DQ
HTXLYDOHQW HIIHFW���� 7KLV QHZ DUUDQJHPHQW ZDV FRQYHQLHQW� ,W OHW PDQ�
DJHPHQW UHPDLQ ODUJHO\ VKLHOGHG IURP UHJXODWLRQ LQ WKH SULYDWH VSKHUH RI
WKH FRUSRUDWLRQ DQG DOORZHG UHJXODWRUV WR WU\ WR SURWHFW SXEOLF LQYHVWRUV

WKURXJK SXEOLF ODZ� L�H� VHFXULWLHV UHJXODWLRQ�

7KHRUHWLFDO GHYHORSPHQWV LQ WKH WKHRU\ RI WKH ILUP� SDUWLFXODUO\ -HQ�

VHQ DQG 0HFNOLQJ¶V GHSLFWLRQ RI WKH FRUSRUDWLRQ DV D QH[XV RI FRQ�
WUDFWV���� IXUWKHU VWUHQJWKHQHG WKH SHUFHSWLRQ RI FRUSRUDWLRQV DV SULYDWH

HQWLWLHV DULVLQJ IURP QXPHURXV FRQWUDFWXDO DUUDQJHPHQWV� (DVWHUEURRN
DQG )LVFKHO� DPRQJ RWKHUV� ODWHU WXUQHG WKLV PHWDSKRU LQWR WKH FHQWUDO
SLOODU RI WKHLU WKHRU\ RI FRUSRUDWH ODZ� 8QGHU WKLV YLHZ� WKH OHJDO IUDPH�
ZRUN WKDW JRYHUQV WKH FRUSRUDWLRQ VKRXOG JHQHUDOO\ VWHP IURP SULYDWH�

���� $'2/3+ $� %(5/(� -5� 	 *$5',1(5 &� 0($16� 7+( 02'(51 &25325$7,21 $1'

35,9$7( 3523(57< �������

���� ,G�

���� 6HH VXSUD QRWH ����
���� 6HH0RUWRQ -� +RUZLW]� 6DQWD &ODUD 5HYLVLWHG� 7KH 'HYHORSPHQW RI &RUSRUDWH 7KHRU\� ��

:� 9$� /� 5(9� ���� ��� �������

���� 6XFK D VWUDWHJ\ ZRXOG KDYH DOVR LQYROYHG FRQVWLWXWLRQDO GLIILFXOWLHV IRU UHDVRQV RI IHGHU�

DOLVP� DV LV PDQLIHVWHG E\ WKH UHFXUULQJ OLWLJDWLRQ RYHU WKH 6(&¶V MXULVGLFWLRQ�

���� &I� 0DKRQH\� 0DQGDWRU\ 'LVFORVXUH� VXSUD QRWH ��� �DUJXLQJ WKDW WKH DJHQF\ SUREOHP

ZDV WKH OHJLVODWLYH SXUSRVH RI WKH 6HFXULWLHV $FWV��

���� 6HH 0LFKDHO &� -HQVHQ 	 :LOOLDP +� 0HFNOLQJ� 7KHRU\ RI WKH )LUP� 0DQDJHULDO %HKDY�

LRU� $JHQF\ &RVWV DQG 2ZQHUVKLS 6WUXFWXUH� � -� ),1� (&21� ��� �������
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FRQWUDFWXDO FKRLFH���� 7KH PRGHUQ SHUFHSWLRQ RI WKH FRUSRUDWLRQ DV D
SULYDWH FRQWUDFWXDO DUUDQJHPHQW LV VWDUWLQJ WR FRPH XQGHU JURZLQJ DW�
WDFNV IURP SURJUHVVLYH OHJDO VFKRODUV���� +RZHYHU� DQ LPSRUWDQW UHFHQW
FULWLTXH E\ %UDGOH\ HW DO� DFNQRZOHGJHV WKH VXSHULRULW\ RI WKH FRQWUDF�
WDULDQ SDUDGLJP WKDW FKDUDFWHUL]HV WKH $QJOR�$PHULFDQ FRUSRUDWH IRUP�
EXW FDOOV IRU EHWWHU XQGHUVWDQGLQJ LWV OLPLWDWLRQV����

�� &ODVVLI\LQJ 6HFXULWLHV 5HJXODWLRQ

$W ILUVW JODQFH� VHFXULWLHV UHJXODWLRQ H[KLELWV DOO WKH FHQWUDO IHDWXUHV RI

SXEOLF ODZ� DV GHWDLOHG HDUOLHU LQ WKLV 3DUW� -XGJHG E\ LWV VWUXFWXUH DQG
FRQWHQW� DQG� RI FRXUVH� E\ LWV WLWOH� WKH ILHOG LV D PRGHO RI PRGHUQ UHJX�
ODWRU\ ODZ ZLWK ZKLFK WKH VWDWH LQWHUYHQHV LQ OHJDO UHODWLRQVKLSV WKDW
ZHUH WUDGLWLRQDOO\ JRYHUQHG E\ SULYDWH ODZ� /LNH LQ WKH FDVH RI FRUSR�
UDWH ODZ� KRZHYHU� WKLV FODVVLILFDWLRQ LV QRW FOHDU�FXW�

7R EHJLQ� WKH 6HFXULWLHV $FWV¶ DQWLIUDXG SURYLVLRQV DUH LQ HVVHQFH SUL�

YDWH ODZ DV WKH\ SURYLGH SRWHQW FDXVHV RI DFWLRQ IRU EUHDFKLQJ GXWLHV
XQGHU WKH $FWV���� 2WKHU SXUH UHJXODWRU\ SURYLVLRQV LQ WKH 6HFXULWLHV
$FWV ZHUH JLYHQ SULYDWH ODZ H[WHQVLRQV ZKHQHYHU SULYDWH FDXVHV RI DF�
WLRQ ZHUH LPSOLHG E\ WKH FRXUWV���� &HUWDLQ EUHDFKHV RI VHFXULWLHV ODZ

GXWLHV� VXFK DV PDQLSXODWLRQ RU PLVVWDWHPHQWV LQ VHFRQGDU\ PDUNHW GLV�
FORVXUH� PD\ EH YLHZHG DV WRUWLRXV LQ QDWXUH DV WKH\ GRQ¶W UHTXLUH D SUH�
H[LVWLQJ UHODWLRQVKLS EHWZHHQ WKH SODLQWLII DQG WKH GHIHQGDQW� 0DQ\

���� 6HH )5$1. +� ($67(5%522. 	 '$1,(/ 5� ),6&+(/� 7+( (&2120,& 6758&785( 2)

&25325$7( /$: ������� /XLJL =LQJDOHV UHFHQWO\ DUJXHG WKDW FRUSRUDWH JRYHUQDQFH LV EHVW XQ�

GHUVWRRG DV D VHW RI VROXWLRQV WKDW RYHUFRPHV WKH LPSRVVLELOLW\ RI FRPSOHWH FRQWLQJHQW FRQWUDFWV�

6HH /XLJL =LQJDOHV� &RUSRUDWH *RYHUQDQFH� LQ � 7+( 1(: 3$/*5$9( ',&7,21$5< 2)

(&2120,&6 $1' 7+( /$: ���� ��� �3HWHU 1HZPDQ HG�� ������

���� )RU FULWLFDO DQDO\VHV� VHH :LOOLDP :� %UDWWRQ� -U�� 7KH 1HZ (FRQRPLF 7KHRU\ RI WKH )LUP�

&ULWLFDO 3HUVSHFWLYHV IURP +LVWRU\� �� 67$1� /� 5(9� ���� ������� :LOOLDP :� %UDWWRQ� -U�� 7KH
³1H[XV RI &RQWUDFWV´ &RUSRUDWLRQ� $ &ULWLFDO $SSUDLVDO� �� &251(// /� 5(9� ��� ������� /\�

PDQ -RKQVRQ� ,QGLYLGXDO DQG &ROOHFWLYH 6RYHUHLJQW\ LQ WKH &RUSRUDWH (QWHUSULVH� �� &2/80� /�

5(9� ���� ������ �ERRN UHYLHZ�� 'DYLG 0LOORQ� 7KHRULHV RI WKH &RUSRUDWLRQ� ���� '8.( /�-�

���� VHH DOVR 3DXO 1� &R[� 7KH 3XEOLF� 7KH 3ULYDWH DQG WKH &RUSRUDWLRQ� �� 0$54� /� 5(9� ���

Q�� ������ �FROOHFWLQJ UHIHUHQFHV��

���� 6HH 0LFKDHO %UDGOH\� &LQG\ $� 6FKLSDQL� $QDQW .� 6XQGDUDP� DQG -DPHV 3� :DOVK� 7KH
3XUSRVHV DQG $FFRXQWDELOLW\ RI WKH &RUSRUDWLRQ LQ &RQWHPSRUDU\ 6RFLHW\� &RUSRUDWH *RYHUQ�

DQFH DW D &URVVURDGV� �� /$:	 &217(03� 352%� � �������

���� 6HH /RXLV /RVV� 7KH $VVDXOW RQ 6HFXULWLHV $FW 6HFWLRQ ������ ��� +$59� /� 5(9� ���� ���
�������

���� 7KH VFRSH RI LPSOLHG SULYDWH FDXVHV RI DFWLRQ XQGHU WKH 6HFXULWLHV /DZV KDV H[SDQGHG

DQG FRQWUDFWHG RYHU WLPH� )RU DQ RYHUYLHZ� VHH &2; (7 $/�� VXSUD QRWH ���� DW ���±��� -RVHSK

$� *UXQGIHVW� :K\ 'LVLPSO\"� ��� +$59� /� 5(9� ��� ������� -RHO 6HOLJPDQ� 7KH 0HULWV 'R

0DWWHU� $ &RPPHQW RQ 3URIHVVRU *UXQGIHVW¶V ³'LVLPSO\LQJ 3ULYDWH 5LJKWV RI $FWLRQ 8QGHU WKH

)HGHUDO 6HFXULWLHV /DZV� 7KH &RPPLVVLRQ¶V $XWKRULW\�´ ��� +$59� /� 5(9� ��� ������� -RHO

6HOLJPDQ� 7KH 0HULWV 6WLOO 0DWWHU� $ 5HMRLQGHU WR 3URIHVVRU *UXQGIHVW¶V &RPPHQW :K\ 'LVLP�

SO\"� ��� +$59� /� 5(9� ��� �������
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RWKHU EUHDFKHV� KRZHYHU� FDQ EH VHHQ DV EUHDFKHV RI FRQWUDFWXDO RU
TXDVL�FRQWUDFWXDO GXWLHV� H�J�� PLVVWDWHPHQWV LQ D SURVSHFWXV DQG LQVLGHU
WUDGLQJ�

7KH 6HFXULWLHV $FWV¶ SXEOLF FKDUDFWHU KDG DOVR EHHQ HURGHG LQ D OLQH

RI FDVHV DERXW WKH DUELWUDELOLW\ RI GLVSXWHV XQGHU WKH $FWV� 7KH LVVXH RI
DUELWUDELOLW\ LV UHOHYDQW EHFDXVH WKH 6HFXULWLHV $FWV� OLNH RWKHU UHJXODWRU\
UHJLPHV� SUHFOXGH ZDLYHU RI WKHLU SURWHFWLRQ� ,Q WKH SDVW� DUELWUDWLRQ ZDV
GHHPHG LQDGHTXDWH IRU FRQVLGHUDWLRQ RI SXEOLF ODZ FODLPV� LQFOXGLQJ VH�
FXULWLHV UHJXODWLRQ RQHV���� /DWHU� WKH 8QLWHG 6WDWHV 6XSUHPH &RXUW QDU�
URZHG WKH UXOH DQG KHOG WKDW D FODLP XQGHU WKH 6HFXULWLHV ([FKDQJH $FW

ZDV DUELWUDEOH� SURYLGHG WKDW LW DURVH IURP DQ ³LQWHUQDWLRQDO´ WUDQVDF�
WLRQ���� 0RUH UHFHQWO\� WKH &RXUW UHYHUVHG WKH EDVLF UXOH DQG KHOG WKDW
FODLPV XQGHU WKH 6HFXULWLHV ([FKDQJH $FW� ERWK GRPHVWLF DQG LQWHUQD�
WLRQDO� DUH DUELWUDEOH���� ,Q VR GRLQJ� WKH &RXUW KDV JLYHQ WKH $FWV D GLV�
WLQFWLYH IODYRU RI SULYDWH ODZ�

%XW WKH LVVXH RI DUELWUDELOLW\ SDOHV LQ FRPSDULVRQ WR D PXFK VWURQJHU

WUHQG WKDW LV FXUUHQWO\ XQGHU ZD\� QDPHO\� WKH JURZLQJ QXPEHU RI IRU�
HLJQ OLVWLQJV� $ IRUHLJQ OLVWLQJ DOORZV DFWRUV LQ WRGD\¶V HTXLW\ PDUNHWV WR
FKRRVH²WKURXJK SULYDWH� FRQWUDFWXDO FKRLFH²D VHFXULWLHV UHJXODWLRQ UH�
JLPH WKDW ILWV WKHLU WDVWHV� 7KH PHQX RI RSWLRQV IRU LVVXHUV LV OLPLWHG LQ

FHUWDLQ LPSRUWDQW DVSHFWV� )RU LQVWDQFH� D IRUHLJQ OLVWLQJ RUGLQDULO\ RQO\
DOORZV IRU RSWLQJ LQWR VHFXULWLHV UHJLPH EXW QRW IRU RSWLQJ RXW� ,W LV DOVR
OLPLWHG WR WKH KRVW FRXQWU\¶V HQWLUH VHFXULWLHV UHJLPH DQG GRHV QRW DOORZ
D PRUH UHILQHG FRPELQDWLRQ� %XW LQ WKH HQG� ZRXOG�EH LVVXHUV FDQ²ZLWK
VXIILFLHQW SODQQLQJ²DYRLG WKHLU KRPH FRXQWU\ UHJLPH DQG RSW LQWR RQH
WKH\ FRQVLGHU PRUH EHQHILFLDO� ,VUDHOL 8�6��OLVWHG LVVXHUV DQG (XURSHDQ

LVVXHUV OLVWHG RQ (DVGDT DUH SURPLQHQW H[DPSOHV RI VXFK D PRYH� 7KH
HIIHFW RI WKLV WUHQG LV WR UHQGHU VHFXULWLHV UHJXODWLRQ D GH IDFWR SULYDWH
LQVWLWXWLRQ� QRWZLWKVWDQGLQJ LWV LQKHUHQW FKDUDFWHU DV SXEOLF ODZ�

0RUH EURDGO\� VFKRODUV KDYH DUJXHG IRU DOORZLQJ PDUNHW SDUWLFLSDQWV

WR SLFN WKH VHFXULWLHV UHJXODWLRQ UHJLPH RI WKHLU FKRLFH LUUHVSHFWLYH RI
WKHLU KRPH FRXQWU\ DQG ZLWKRXW QHHG IRU D IRUHLJQ OLVWLQJ� 8QGHU VXFK
SURSRVDOV� LVVXHUV ZRXOG EH DEOH WR EH OLVWHG RQ D SDUWLFXODU PDUNHW XQ�
GHU WKH UHJXODWRU\ UHJLPH RI DQ\ FRXQWU\ SURYLGHG WKDW WKH\ PDGH DS�
SURSULDWH GLVFORVXUH���� $ VLPLODU ORJLF XQGHUOLHV SURSRVDOV IRU LVVXHU

���� 6HH:LOFR Y� 6ZDQ� ��� 8�6� ��� �������

���� 6HH 6FKHUN Y� $OEHUWR�&XOYHU &R�� ��� 8�6� ��� �������
���� 6HH 6KHDUVRQ�$PHULFDQ ([SUHVV� ,QF� Y� 0F0DKRQ� ��� 8�6� ��� �������

���� 6HH JHQHUDOO\ 6WHSKHQ -� &KRL 	 $QGUHZ 7� *X]PDQ� 3RUWDEOH 5HFLSURFLW\� 5HWKLQNLQJ

WKH ,QWHUQDWLRQDO 5HDFK RI 6HFXULWLHV 5HJXODWLRQ� �� 62� &$/� /� 5(9� ��� ������ >KHUHLQDIWHU

&KRL 	 *X]PDQ� 3RUWDEOH 5HFLSURFLW\@� 6WHSKHQ -� &KRL DQG $QGUHZ 7� *X]PDQ� 1DWLRQDO /DZV�

,QWHUQDWLRQDO 0RQH\� 6HFXULWLHV 5HJXODWLRQ LQ *OREDO &DSLWDO 0DUNHW� �� )RUGKDP /� 5HY� ����
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FKRLFH RI VHFXULWLHV UHJXODWLRQ LQ WKH GRPHVWLF 8�6� FRQWH[W���� 6XFK UH�
JLPHV ZRXOG EH VLPLODU WR FKRLFH�RI�ODZ SURYLVLRQV LQ SULYDWH FRQWUDFWV
DQG FRXOG WKHUHE\ SULYDWL]H VHFXULWLHV ODZ FRQVLGHUDEO\� ,PSOHPHQWDWLRQ
RI VXFK VFKHPHV VHHPV UHPRWH� KRZHYHU�

,Q FRQFOXVLRQ� WKH IDFW WKDW FRUSRUDWH ODZ DQG VHFXULWLHV ODZ FDQQRW

SUHFLVHO\ EH GHILQHG DV ³SULYDWH´ RU ³SXEOLF´ LV KDUGO\ VXUSULVLQJ� ,Q
OLJKW RI WKHLU FRPPRQ HDUO\ VRXUFH DQG WKHLU PXWXDO LQWHU�SHQHWUDWLRQ
WRGD\ LQ WHUPV RI VXEMHFW PDWWHU� VXFK DQ HIIRUW LV ERXQG WR EH LPSUHFLVH�
%XW WKH ZLGH SHQXPEUD LQ HDFK ILHOG VKRXOG QRW REVWUXFW WKH REVHUYDWLRQ
WKDW WKHVH ILHOGV KDYH D VROLG� GHWHUPLQDEOH FRUH FRQVLVWLQJ RI SULYDWH

DQG SXEOLF ODZ� UHVSHFWLYHO\�

,9� 6(&85,7,(6 5(*8/$7,21 $1' 672&. (;&+$1*(02%,/,7<

7KH IUDQWLF PDQQHU LQ ZKLFK VWRFN H[FKDQJHV DURXQG WKH ZRUOG FRP�

SHWH LQ WKH JOREDO HTXLW\ PDUNHW VWDQGV LQ VWDUN FRQWUDVW WR WKH FRQVHUYD�
WLYH FKDUDFWHUL]DWLRQ RI VHFXULWLHV UHJXODWLRQ DV QDWLRQDO SXEOLF ODZ�
ZKLFK� DV VXFK� KDV WHUULWRULDO DSSOLFDWLRQ� 7KLV FRQWUDGLFWLRQ EHWZHHQ

PRELOLW\ DQG VWDELOLW\ FDXVHV VLJQLILFDQW IULFWLRQ DQG XQFHUWDLQW\� 7KH L;
SURMHFW SURYLGHV D YLYLG H[DPSOH IRU ERWK� LUUHVSHFWLYH RI LWV IDWH� %XW L;
DQG RWKHU SURMHFWV DOVR GHPRQVWUDWH WKH IXQGDPHQWDO FKDQJH LQ WKH G\�
QDPLFV RI LQWHUQDWLRQDO VWRFN H[FKDQJH FRPSHWLWLRQ� 7KLV 3DUW GLVFXVVHV
WKH LPSOLFDWLRQV RI WKLV QHZ UHDOLW\ RQ WKH QDWXUH RI VHFXULWLHV UHJXOD�
WLRQ�

$� :KROHVDOH $JHQWV RI &KDQJH

/HW XV EHJLQ ZLWK WKH VHHPLQJO\ PXQGDQH REVHUYDWLRQ WKDW WKH DJHQWV

RI FKDQJH LQ VHFXULWLHV ODZ UHIRUPV DUH QRZ SULPDULO\ VWRFN H[FKDQJHV�
6WDWHG VR EURDGO\� WKLV REVHUYDWLRQ LV QRW WKDW QRYHO� VLQFH DW OHDVW LQ WKH
8QLWHG 6WDWHV WKH 1<6( KDV EHHQ OREE\LQJ WKH 6(& IRU PDQ\ \HDUV WR
DGDSW WKH IHGHUDO VHFXULWLHV ODZ WR LQWHUQDWLRQDO PDUNHWV� XVXDOO\ E\ UH�
GXFLQJ GLVFORVXUH GXWLHV LPSRVHG RQ IRUHLJQ LVVXHUV� 5HFHQW \HDUV� KRZ�

HYHU� KDYH ZLWQHVVHG PRUH VWRFN H[FKDQJHV MRLQLQJ WKLV QXPEHU DQG DJ�
JUHVVLYHO\ OREE\LQJ WKHLU UHJXODWRUV WR DFFRPPRGDWH WKH QHHGV RI

������� 5REHUWD 5RPDQR� (PSRZHULQJ ,QYHVWRUV� $ 0DUNHW $SSURDFK WR 6HFXULWLHV 5HJXODWLRQ�
��� <$/( /�-� ���� ������� )RU D SRLQWHG FULWLTXH DQG D UHMRLQGHU� VHH 0HUULWW %� )R[� 5HWDLQLQJ

0DQGDWRU\ 6HFXULWLHV 'LVFORVXUH� :K\ ,VVXHU &KRLFH LV QRW ,QYHVWRU (PSRZHUPHQW� �� 0,&+� /�

5(9� ���� ������� VHH DOVR 5REHUW :� +LOOPDQ� &URVV�%RUGHU ,QYHVWPHQW� &RQIOLFW RI /DZV� DQG
WKH 3ULYDWL]DWLRQ RI 6HFXULWLHV /DZ� /$: 	 &217(03� 352%6�� $XWXPQ ����� DW ���� $OWKRXJK

+LOOPDQ OLPLWV KLV SURSRVDO WR SULYDWH SODFHPHQWV� WKHVH WUDQVDFWLRQV GR QRW DOZD\V ZDUUDQW LQ�

YRNLQJ WKH SURWHFWLYH XPEUHOOD RI WKH 6HFXULWLHV $FWV� DV ZDV DFNQRZOHGJHG E\ WKH 6XSUHPH

&RXUW LQ *XVWDIVRQ Y� $OOR\G &R�� ,QF�� ��� 8�6� ��� �������

���� 6HH 5RPDQR� VXSUD QRWH ����
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IRUHLJQ FOLHQWV� HLWKHU LVVXHUV RU WUDGHUV� 0DQ\ RWKHU VWRFN H[FKDQJHV DUH
LQYROYHG LQ YDULRXV LQWHUQDWLRQDO PHUJHU RU DOOLDQFH SURMHFWV�

7KH LPSRUWDQFH RI WKLV REVHUYDWLRQ FRXOG EH EHWWHU DSSUHFLDWHG ZKHQ

RQH UHDOL]HV WKDW LW FKDOOHQJHV WKH EDVLF SUHPLVHV RI WKH OLYHO\ DFDGHPLF

GHEDWH RYHU PDUNHW�EDVHG VHFXULWLHV UHJXODWLRQ� 0DUNHW DSSURDFK UHIRUP
SURSRVDOV²WR XVH 5RPDQR¶V WHUPLQRORJ\²UHO\ RQ WKH DVVXPSWLRQ WKDW
WKH FRQVXPHUV LQ WKH LQWHUQDWLRQDO PDUNHW IRU VHFXULWLHV UHJLPHV DUH H[�
LVWLQJ DQG ZRXOG�EH LVVXHUV� 5RPDQR WKXV ZULWHV�

8QGHU WKH PDUNHW DSSURDFK� IRUHLJQ ILUPV �ILUPV QRW LQFRUSR�
UDWHG LQ WKH 8QLWHG 6WDWHV� ZRXOG EH DEOH WR FKRRVH WKHLU VHFX�
ULWLHV GRPLFLOH IRU 8�6� WUDGLQJ SXUSRVHV� DQG WKHUHIRUH ZRXOG

QRW QHHG WR FRPSO\ ZLWK 6(& GLVFORVXUH UHTXLUHPHQWV LQ RUGHU
WR WUDGH LQ WKH 8QLWHG 6WDWHV����

$ VLPLODU PRGHO RI LVVXHU FKRLFH XQGHUOLHV WKH DQDO\VHV RI SURSRQHQWV

DQG RSSRQHQWV RI WKH PDUNHW DSSURDFK���� 5HODWHG ZRUNV²OLNH -RHO
7UDFKWPDQ¶V LQVLJKWIXO DQDO\VLV RI LQWHUQDWLRQDO UHJXODWRU\ FRPSHWL�
WLRQ²DOVR VKDUH WKLV SUHPLVH���� 7KHVH DVVXPSWLRQV DUH FRUUHFW DQG EH�

FRPH HYHQ PRUH VR RYHU WLPH ZLWK WKH LQFUHDVH LQ IRUHLJQ OLVWLQJV� %XW
WKH\ IDLO WR UHIOHFW WKH IDFW WKDW LQ DGGLWLRQ WR LVVXHUV DQG LQYHVWRUV� VWRFN
H[FKDQJHV WRGD\ PDNH WKH PRVW VLJQLILFDQW FKRLFHV� :KHQ QDWLRQDO H[�
FKDQJHV PHUJH� WDNH RYHU RQH DQRWKHU� RU HVWDEOLVK RYHUVHDV H[WHQVLRQV�
WKH\ FUHDWH DQ HQYLURQPHQW RI VWRFN H[FKDQJH FKRLFH UDWKHU WKDQ LVVXHU
RU LQYHVWRU FKRLFH�

6WRFN H[FKDQJH PRELOLW\ FKDQJHV WKH UXOHV RI WKH JDPH LQ WKH LQWHU�

QDWLRQDO UHJXODWRU\ FRPSHWLWLRQ E\ DGGLQJ QHZ� SRZHUIXO FKRLFH PDNHUV
LQ WKH PDUNHW IRU UHJXODWRU\ UHJLPHV� &RPSHWLWLRQ IRU LVVXHUV DQG LQGL�
YLGXDO LQYHVWRUV �LQFOXGLQJ LQVWLWXWLRQDO RQHV� FDQ EH OLNHQHG WR FRPSH�

WLWLRQ LQ WKH UHWDLO PDUNHW� ,Q FRQWUDVW� VWRFN H[FKDQJHV DUH� DQG EHKDYH
OLNH� ZKROHVDOH DJHQWV� 7KHLU XQLW RI UHIHUHQFH LV QRW WKH LQGLYLGXDO VWRFN
EXW UDWKHU WKH HQWLUH ERDUG RI D FRXQWU\� 5HDGHUV ZKR FDQ UHFDOO WKH H[�

���� 5RPDQR� VXSUD QRWH ���� DW �����
���� 6HH� UHVSHFWLYHO\� &KRL 	 *X]PDQ� 3RUWDEOH 5HFLSURFLW\� VXSUD QRWH ���� DW ��� �³8QGHU

D SRUWDEOH UHFLSURFLW\ UHJLPH� DQ LVVXHU RI VHFXULWLHV PD\ VHOHFW WKH UHJXODWRU\ UHJLPH WKDW ZLOO

JRYHUQ LWV VHFXULWLHV� 2QFH WKH UHJLPH LV VHOHFWHG DQG WKH LVVXHU KDV FRPSOLHG ZLWK LWV UHTXLUH�

PHQWV� VHFXULWLHV WUDQVDFWLRQV PD\ FRPPHQFH�´� DQG )R[� VXSUD QRWH ����

���� 6HH -2(/ 3� 75$&+70$1� 5(*8/$725< &203(7,7,21 $1' 5(*8/$725<

-85,6',&7,21 ,1 ,17(51$7,21$/ 6(&85,7,(6 5(*8/$7,21 �� �7KH )OHWFKHU 6FKRRO RI /DZ DQG

'LSORPDF\ :RUNLQJ 3DSHU ����� �YLVLWHG 0DUFK �� ����� �KWWS���ZZZ�SDSHUV�

VVUQ�FRP�SDSHU�WDI"$%675$&7B,' ������! �³>7@KHUH LV DOUHDG\ VXEVWDQWLDO DPELW IRU FRPSH�

WLWLRQ LQ WKH LQWHUQDWLRQDO VHFXULWLHV ODZ V\VWHP� DV LVVXHUV RI� DQG LQYHVWRUV LQ� VHFXULWLHV PD\ ZLWK

UHODWLYHO\ OLWWOH UHVWULFWLRQ FKRRVH� LQWHUQDWLRQDOO\� WKH MXULVGLFWLRQ LQ ZKLFK WKH\ ZLVK WR RIIHU VH�

FXULWLHV RU SXUFKDVH VHFXULWLHV�´��
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FLWHPHQW UDLVHG E\ WKH OLVWLQJ RI 'DLPOHU %HQ] RQ WKH 1<6( LQ �������

ZLOO DSSUHFLDWH WKH LPSOLFDWLRQV RI OLVWLQJ WKH HQWLUH *HUPDQ EOXH FKLS
VHFWRU RQ WKH /6( DQG OLVWLQJ WKH HQWLUH %ULWLVK JURZWK VHFWRU RQ WKH
'HXWVFKH %RHUVH� (YHQ WKH\� KRZHYHU� SUREDEO\ ZRXOG ILQG GLIILFXOWLHV
WR IXOO\ JUDVS WKH LPSOLFDWLRQV RI D SURMHFW OLNH *(0� VKRXOG LW JR
WKURXJK�

%HFDXVH VWRFN H[FKDQJHV RSHUDWH OLNH ZKROHVDOH DJHQWV� WKH FKDOOHQJH

�DQG WKUHDW� WKH\ SRVH WR QDWLRQDO UHJXODWRUV LV RI D PDJQLWXGH GLIIHUHQW
WKDQ WKRVH FKDOOHQJHV SRVHG E\ LQGLYLGXDO LVVXHUV DQG LQYHVWRUV� 7KH
EDUJDLQLQJ SRZHU WKH\ FDQ ZLHOG YLV� �YLV QDWLRQDO UHJXODWRUV LV WKXV

PXFK JUHDWHU� &RQVLGHU D VLWXDWLRQ� LQ ZKLFK VHYHUDO ODUJH SXEOLF FRP�
SDQLHV FRPSODLQ WR WKHLU QDWLRQDO UHJXODWRU WKDW LWV GLVFORVXUH UHJLPH LV
WRR EXUGHQVRPH� &RQVLGHU QRZ DQRWKHU VLWXDWLRQ� LQ ZKLFK WKH QDWLRQDO
VWRFN H[FKDQJH PDNHV WKH VDPH FRPSODLQW� 7KH UHDOLW\ LQ WRGD\¶V HTXLW\
PDUNHWV LV VXFK WKDW D VWRFN H[FKDQJH¶V FRPSODLQW RI WKLV VRUW FRXOG EH
VLQFHUH DQG UHIOHFW D FUHGLEOH WKUHDW RI LWV GHPLVH� $OWHUQDWLYHO\� FRQVLGHU

D JLDQW PDUNHW OLNH WKH 1<6( RU 1$6'$4 WKDW VKRSV DURXQG IRU DQ
RYHUVHDV RXWSRVW DQG VXEPLWV D IHZ UHTXHVWV WR WKH ORFDO UHJXODWRU� ,Q
VLWXDWLRQV OLNH WKHVH� UHJXODWRUV DUH PXFK PRUH OLNHO\ WR UHVSRQG IDYRUD�
EO\ WR UHTXHVWV WKDW WKH\ ZRXOG SUREDEO\ UHMHFW LQ WKH IRUPHU VFHQDULR�

7KH FDVHV RI %HOJLXP DQG ,VUDHO� GHVFULEHG LQ 3DUW ,,±%±� DQG ,,±%±

�� GHPRQVWUDWH KRZ UHDOLVWLF WKHVH VFHQDULRV DUH� %RWK FDVHV VKRZ KRZ
VWRFN PDUNHWV²LQ WKH %HOJLDQ FDVH� QRW HYHQ WKH WUDGLWLRQDO QDWLRQDO
PDUNHW²FDQ HIIHFWLYHO\ OREE\ IRU UHIRUPV LQ VHFXULWLHV UHJXODWLRQ DQG
KRZ UHJXODWRUV DQG WKH OHJLVODWXUHV WDNH EROG DFWLRQV WR SURPRWH WKH
PDUNHW¶V LQWHUHVWV� 7KH QRYHO IHDWXUH LQ WKHVH FDVHV OLHV LQ WKH UHJXODWRU\

WHFKQLTXH RI WKH XQLODWHUDO UHFRJQLWLRQ WKH\ LQYROYH� $V D GLUHFW FRQVH�
TXHQFH� WKDW GLVFUHWLRQ RYHU WKH DSSOLFDEOH OHJDO UHJLPH KDV PRYHG IURP
WKH UHJXODWRU WRZDUG WKH UHJXODWHG PDUNHW� $ VLPLODU GHYHORSPHQW WDNHV
SODFH ZLWK UHJDUG WR WKH EDVLF UHJXODWRU\ WDVN RI GHFLGLQJ ZKLFK VWRFNV
DUH GHHPHG DSSURSULDWH IRU OLVWLQJ� ZKLFK XVHG WR EH MRLQWO\ IXOILOOHG E\
UHJXODWRUV DQG WKH H[FKDQJHV� 7KLV WDVN KDV PRYHG IXUWKHU WRZDUG SUL�

YDWH FRQWURO RI WKH SURFHVV DQG IXUWKHU GLPLQLVKLQJ RI UHJXODWRUV¶ UROH�
VLQFH WKH XQLODWHUDO UHFRJQLWLRQ HIIHFWLYHO\ PHDQV ZKROHVDOH OLVWLQJ DS�
SURYDO� DW OHDVW RI IRUHLJQ VWRFNV�

$QRWKHU FRQVHTXHQFH RI XQLODWHUDO UHFRJQLWLRQ DQG VWRFN H[FKDQJHV

PRELOLW\ LV D QHZ PDQLIHVWDWLRQ RI UHJXODWRU\ H[WHUQDOLW\� RU UHJXODWRU\
DUELWUDJH²ERWK SRVLWLYH DQG QHJDWLYH� :KHQ WKH %HOJLDQ 3DUOLDPHQW

���� 7KH OLVWLQJ RI 'DLPOHU %HQ] LV SHUKDSV WKH PRVW VLJQLILFDQW IRUHLJQ OLVWLQJ HYHQW LQ KLV�

WRU\� 6HH� H�J�� /HH +� 5DGHEDXJK HW DO�� )RUHLJQ 6WRFN ([FKDQJH /LVWLQJV� $ &DVH 6WXG\ RI

'DLPOHU�%HQ]� � -� ,17¶/ ),1� 0*07� ���� ��� �������
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DOORZHG (DVGDT XQLODWHUDOO\ WR UHFRJQL]H FHUWDLQ IRUHLJQ VHFXULWLHV ODZV
DV VXIILFLHQW LW LQLWLDWHG DQ LPSURYHPHQW²LQ WKH H\HV RI (DVGDT²LQ WKH
UHJLPH WKDW DSSOLHV LQ %HOJLDQ PDUNHW� $ PRUH FRPSOLFDWHG HIIHFW WRRN
SODFH FRQVHTXHQW WR WKH ,VUDHOL GXDO OLVWLQJ SURMHFW� 2Q WKH RQH KDQG� WKH
SURMHFW FDWDO\]HG VHYHUDO ORQJ�QHHGHG UHIRUPV LQ ,VUDHOL FRUSRUDWH DQG
VHFXULWLHV ODZV DQG EURXJKW WKHP LQWR OLQH ZLWK $PHULFDQ ODZ� 2Q WKH

RWKHU KDQG� WKH FRPSOHWH DOLJQPHQW ZLWK WKH 8�6� IRUHLJQ�LVVXHU UHJLPH
PHDQW FRQVLGHUDEOH GHURJDWLRQ IURP WKH UHJLPH WKDW DSSOLHV WR UHJXODU
LVVXHUV LQ ,VUDHO���� &RPSODLQWV DERXW SRWHQWLDO UHJXODWRU\ DUELWUDJH ZHUH
DOVR YRLFHG ZLWK UHJDUG WR L;� LQ OLJKW RI WKH IDFW WKDW (QJOLVK LVVXHUV
ZRXOG EHFRPH UHJXODWHG E\ *HUPDQ UHJXODWRUV DQG YLFH YHUVD����

0RUH IXQGDPHQWDOO\� WKHVH GHYHORSPHQWV GHPRQVWUDWH WKH VKLIW WKDW LV

WDNLQJ SODFH LQ WKH JRDO VHFXULWLHV UHJXODWRUV GHILQH IRU WKHPVHOYHV�
:KLOH LQ WKH SDVW WKH VWDQGDUG UHJXODWRU\ SXUSRVH XVHG WR EH VWDWHG DV
LQYHVWRU SURWHFWLRQ� WRGD\ UHJXODWRUV ILQG WKHPVHOYHV PRUH LQFOLQHG WR�
ZDUG SURPRWLRQ RI HFRQRPLF LQWHUHVWV RI WKH ILQDQFLDO VHFWRU� 7R EH

VXUH� UHJXODWRUV QHYHU VKLHG DZD\ IURP SURWHFWLQJ WKHVH LQWHUHVWV� QRU
ZHUH WKH\ REOLYLRXV WR WKH WHQVLRQ WKDW VRPHWLPHV H[LVWV EHWZHHQ LW DQG
LQYHVWRU SURWHFWLRQ���� :KDW LV FKDQJLQJ� KRZHYHU� LV WKH VFRSH RI WKH
IRUPHU� DQG HTXDOO\ LPSRUWDQWO\� WKH ZLOOLQJQHVV RI UHJXODWRUV RSHQO\ WR
GHFODUH ILQDQFLDO VHFWRU LQWHUHVWV DV SDUW RI WKHLU DJHQGD�

%� 7KH 3ULYDWH� 7UDQVQDWLRQDO 6WRFN ([FKDQJH

7KH WUDQVIRUPDWLRQ LQ JOREDO HTXLW\ PDUNHWV DQG WKH HPHUJHQFH RI

VWRFN H[FKDQJH PRELOLW\ DV D GRPLQDQW IDFWRU LQ WKLV SURFHVV DUH HDFK
GLUHFWO\ FRQQHFWHG WR WKH WUDQVIRUPDWLRQ LQ WKH VWUXFWXUH RI VWRFN H[�
FKDQJHV� DV GHVFULEHG LQ 3DUW ,,$� 7KH GHPXWXDOL]DWLRQ WUHQG HQWDLOV
PRUH WKDQ LPSURYHG FRPSHWLWLYHQHVV DQG KLJKHU DWWHQWLRQ WR LQYHVWRUV¶
QHHGV� :LWK LQWHUHVWV LQ VWRFN H[FKDQJHV IUHHO\ WUDGDEOH� VWRFN H[�
FKDQJHV DOVR EHFRPH PRUH SULYDWH LQ QDWXUH WKDQ WKH\ ZHUH DV PXWXDO

VRFLHWLHV� 7R EH VXUH� HYHQ XQGHU WKH SUHYLRXV VWUXFWXUH� VWRFN H[FKDQJHV
ZHUH IRUPDOO\ SULYDWH HQWLWLHV� %XW WKH\ ZHUH HQWUXVWHG ZLWK D PDMRU
SXEOLF DVVHW²WKH QDWLRQDO VWRFN PDUNHW²DQG DV QRQ�SURILW RUJDQL]D�
WLRQV LW ZDV FRQFHLYDEOH WR SUHVHQW WKHP DV IXOILOOLQJ D SXEOLF UROH� 7KH
VKLIW WR IRU�SURILW HQWLW\ VWUXFWXUH JUHDWO\ VWUHQJWKHQV WKHLU SULYDWH FKDU�
DFWHU�

���� 6HH /LFKW� VXSUD QRWH �� �ERWK VRXUFHV��
���� 6HH +LOWRQ 	 /DVFHOOHV� VXSUD QRWH ��� DW ��

���� 6HH /266	 6(/,*0$1� VXSUD QRWH ��� DW ��� �³>7@KH DGRSWLRQ RI >WKH@ IRUHLJQ LQWHJUDWHG

GLVFORVXUH V\VWHP � � � UHTXLUHG WKH &RPPLVVLRQ WR EDODQFH WKH JRDO RI LQYHVWRU SURWHFWLRQ� LWV

µSULPDU\ PDQGDWH�¶ � � � ZLWK WKH µIUHH WUDGH JRDO¶ RI µIDFLOLWDWLQJ WKH IUHH IORZ RI FDSLWDO DPRQJ

QDWLRQV¶�´ �IRRWQRWH DQG LWDOLFV RPLWWHG���
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,Q SDUDOOHO� VWRFN H[FKDQJH GHPXWXDOL]DWLRQ DOVR IDFLOLWDWHV WKHLU GH�

QDWLRQDOL]DWLRQ� HYHQ WKRXJK LW LV QRW QHFHVVDULO\ D SUHFRQGLWLRQ IRU WKH
ODWWHU���� ,QDVPXFK DV IRUHLJQHUV DUH DOORZHG WR SXUFKDVH VKDUHV LQ WKH
VWRFN H[FKDQJH �DQG VRPH FRXQWULHV PD\ OLPLW WKLV SRVVLELOLW\�� RZQHU�
VKLS LQ WKH H[FKDQJH LV OLNHO\ WR EHFRPH QDWLRQDOO\ PL[HG� 7KH VFHQDULR
WKDW XQIROGHG ZLWK UHJDUG WR WKH /6(²LQ ZKLFK WDNHRYHU ELGV IRU LW

ZHUH PDGH RU FRQWHPSODWHG E\ WKH 6ZHGLVK 20 *UXSSHQ� WKH 'HXWVFKH
%RHUVH DQG 1$6'$4²ZDV XQLPDJLQDEOH RQO\ D VKRUW WLPH DJR� 7KH
JUHDW VWRFN H[FKDQJH RI /RQGRQ� (QJODQG DOPRVW FHDVHG WR H[LVW DV
VXFK�

6KRXOG WKH WUHQG RI VWRFN PDUNHW LQWHUQDWLRQDOL]DWLRQ FRQWLQXH WR SUR�

FHHG DORQJ WKH SDWKV EURNH E\ SURMHFWV OLNH L;� *(0 DQG 20¶V /6(
ELG� VWRFN H[FKDQJHV ZLOO HQG XS DV UHJXODU EXVLQHVV FRUSRUDWLRQV KHOG
E\ VKDUHKROGHUV RI PXOWLSOH QDWLRQDOLWLHV� VHUYLQJ D PXOWLQDWLRQDO FOLHQ�
WHOH� DQG XVLQJ JOREDO IDFLOLWLHV� (XURQH[W� IRU WKDW PDWWHU� ZLOO EH QR GLI�
IHUHQW WKDQ $LUEXV� L; FRXOG KDYH UHVHPEOHG 'DLPOHU&KU\VOHU� DQG

1$6'$4 FRXOG UHVHPEOH )RUG 0RWRU� 7KLV WUDQVIRUPDWLRQ ZLOO LPPH�
GLDWHO\ UDLVH WKH TXHVWLRQ RI WKHLU QDWLRQDO LGHQWLW\�

1RZ WKH LVVXH RI GHWHUPLQLQJ WKH QDWLRQDOLW\ RI D PXOWLQDWLRQDO FRU�

SRUDWLRQ �01&� LV DQ ROG RQH DQG PXFK KDV DOUHDG\ EHHQ ZULWWHQ DERXW

LW� EXW XQIRUWXQDWHO\ ZLWK LQFRQFOXVLYH UHVXOWV� /HJDO GRFWULQH LQ FRP�
PRQ ODZ FRXQWULHV GHWHUPLQHV D FRPSDQ\¶V QDWLRQDOLW\ DFFRUGLQJ WR LWV
FRXQWU\ RI LQFRUSRUDWLRQ� ZKLOH WKH GRFWULQH LQ &LYLO /DZ V\VWHPV ORRNV
DW WKH FRPSDQ\¶V ³UHDO VHDW�´ ZKLFK LV GHWHUPLQHG E\ D FRPELQDWLRQ RI
IDFWXDO OLQNV� LQFOXGLQJ WKH SODFH RI LQFRUSRUDWLRQ���� 7KHVH WHVWV� KRZ�
HYHU� IDLO WR SURYLGH VDWLVIDFWRU\ DQVZHUV ZKHQ WKH FRUSRUDWLRQ KDV D

VLJQLILFDQW WUDQVQDWLRQDO HOHPHQW� VXFK DV IRUHLJQ VXEVLGLDULHV� HPSOR\�
HHV RU VKDUHKROGHUV� 7KH\ FROODSVH FRPSOHWHO\ ZKHQ WKH FRXQWU\ RI LQ�
FRUSRUDWLRQ VHHPV DV D PDUJLQDO IDFWRU RU ZRUVH \HW� D PHUH IDFDGH�

7KH GHEDWH RYHU 01&¶V QDWLRQDOLW\ KHDWV XS HYHU\ FRXSOH RI \HDUV�

HDFK WLPH LQ D GLIIHUHQW FRQWH[W� )URP WKH ����V XQWLO WKH PLG�����V�
WKLUG ZRUOG FRXQWULHV ZHUH FRQFHUQHG DERXW EHLQJ WDNHQ RYHU E\ $PHUL�

���� 5HFDOO WKDW RQH RI WKH FRQVHTXHQFHV RI WKH ,6' ZDV WR HQDEOH VHFXULWLHV ILUPV IURP GLIIHU�

HQW (8 PHPEHU VWDWHV WR EHFRPH PHPEHUV RI HYHU\ (8 VWRFN H[FKDQJH� 7KH 6WRFNKROP 6WRFN

([FKDQJH DJDLQ SLRQHHUHG LQ WDNLQJ DGYDQWDJH RI WKLV FKDQJH E\ DOORZLQJ UHPRWH PHPEHUVKLS

DQG WKXV GRLQJ DZD\ ZLWK DQ\ QHHG IRU SK\VLFDO SUHVHQFH LQ 6ZHGHQ� ,Q WKH 8QLWHG .LQJGRP D

VLPLODU WUDQVIRUPDWLRQ WRRN SODFH HYHQ EHIRUH WKH ,6' ZDV DGRSWHG� $V WUDGLQJ RQ WKH /6( XVHG

WR EH EDVHG VROHO\ RQ PDUNHW PDNHUV� WKHUH ZDV QR QHHG IRU KDYLQJ ³VHDWV´ RQ WKH VWRFN H[�

FKDQJH¶V IORRU �ZKLFK ZDV WKH VLWXDWLRQ LQ RUGHU�GULYHQ H[FKDQJHV LQ FRQWLQHQWDO (XURSH�� 7KXV�

DOUHDG\ LQ ����� PDUNHW PDNHUV LQ IRUHLJQ VWRFNV RQ WKH /6(¶V 6($4�, V\VWHP ZHUH GRPLQDWHG

E\ $PHULFDQ�RZQHG FRPSDQLHV� 7KLV $PHULFDQ GRPLQDWLRQ FRQWLQXHV WR KDYH LWV HIIHFW WR WKLV

GD\� 6HH 5RHOO� VXSUD QRWH ��� DW ���� &RZHOO 	 .DSQHU� VXSUD QRWH ���

���� 6HH LQIUD QRWH ��
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FDQ 01&V���� 7KH HDUO\ ����V KDG VHHQ WKH 8QLWHG 6WDWHV VOLGLQJ LQWR
UHFHVVLRQ DQG WXUQLQJ IURP EHLQJ WKH PDLQ VRXUFH RI IRUHLJQ GLUHFW LQ�
YHVWPHQW LQWR EHFRPLQJ WKH PDLQ WDUJHW���� 5REHUW 5HLFK WKHQ VSDUNHG
WKH GHEDWH LQ LWV SXUHVW IRUPXODWLRQ ZKHQ KH SRVHG WKH TXHVWLRQ ³:KR LV
8V"´��� 5HDOL]LQJ WKDW WKH OHJDO WHVWV DUH LQDGHTXDWH IRU SROLF\�PDNLQJ
SXUSRVHV� VFKRODUV KDYH RIIHUHG WHVWV EDVHG RQ WKH QDWLRQDOLW\ RU GRPL�

FLOH RI VKDUHKROGHUV� HPSOR\HHV� EXVLQHVV RSHUDWLRQV� HWF� /DZ\HUV KDYH
WULHG WR UHILQH WKH OHJDO WHVWV� PDLQO\ E\ UHO\LQJ RQ WKH FRQFHSW RI ³FRQ�
WURO�´��� ,W VHHPV WKDW WKH DQVZHUV²WKDW LV� WKH LQGLFDWRUV DFFRUGLQJ WR
ZKLFK DQ 01&¶V QDWLRQDOLW\ VKRXOG EH GHWHUPLQHG²GHSHQG KHDYLO\ RQ
WKH FRQWH[W� RU SXUSRVH� RI WKH GHWHUPLQDWLRQ H[HUFLVH�

5HWXUQLQJ WR VWRFN H[FKDQJHV� WKLV DUWLFOH DVVHUWV WKDW WKHLU QDWLRQDO

LGHQWLW\ ZRXOG EH PRVW XVHIXOO\ GHWHUPLQHG E\ WKH UHJXODWRU LQ FKDUJH RI
WKHLU VXSHUYLVLRQ� 7KLV LV WKH IDFWRU WKDW PDNHV (DVGDT D %HOJLDQ
SDQ�(XURSHDQ PDUNHW DQG RQH RI WKH PDMRU FDXVHV IRU WKH LGHQWLW\ FULVLV
LQ L;� :LWK D EUDQG QDPH WDUQLVKHG E\ UHFXUULQJ IDLOXUHV DQG D WUDGLQJ

V\VWHP RXWSHUIRUPHG E\ FRPSHWLWRUV� RQH PDMRU DVVHW WKDW WKH /6(
FRXOG VWLOO EH SURXG RI LV UHJXODWLRQ E\ WKH &LW\ &RGH DQG WKH )6$� $V
DOUHDG\ QRWHG� EHLQJ VXEMHFW WR %ULWLVK UHJXODWLRQ LV DOVR FRQVLGHUHG RQH
RI 9LUW�;¶V DGYDQWDJHV�

7KH FDVH IRU JLYLQJ VHFXULWLHV UHJXODWRUV VXFK D ZHLJKW LV HDV\ WR

PDNH� :LWK WKH GLVDSSHDUDQFH RI SK\VLFDO WUDGLQJ IORRUV DQG
RXWVRXUFLQJ RI FOHDUDQFH DQG VHWWOHPHQW� WKH PDLQ IXQFWLRQ OHIW IRU VWRFN

���� 6HH JHQHUDOO\� +8*+ 67(3+(1621� 7+( &20,1* &/$6+� 7+( ,03$&7 2)

08/7,1$7,21$/ &25325$7,216 21 1$7,21$/ 67$7(6 ������� /28,6 7851(5�

08/7,1$7,21$/ &203$1,(6 $1' 7+( 7+,5' :25/' ������� 5$<021' 9(5121� 67250

29(5 7+(08/7,1$7,21$/6� 7+( 5($/ ,668(6 ������� 75$161$7,21$/ &25325$7,216 $1'

:25/' 25'(5� 5($',1*6 ,1 ,17(51$7,21$/ 32/,7,&$/ (&2120< �*HRUJH 0RGHOVNL HG��

������

���� )RU D VKDUS DQDO\VLV� VHH (':$5' 0� *5$+$0 $1' 3$8/ 5� .58*0$1� )25(,*1

',5(&7 ,19(670(17 ,1 7+( 81,7(' 67$7(6 ��G HG� ������ VHH DOVR 5$<021' 9(5121� $5(

)25(,*1�2:1(' 68%6,',$5,(6 *22' )25 7+( 81,7(' 67$7(6" ������� 5$<021' 9(5121�

,1 7+( +855,&$1(¶6 (<(� 7+( 7528%/(' 35263(&76 2) 08/7,1$7,21$/ (17(535,6(6

�������

���� 6HH 5REHUW %� 5HLFK� :KR LV 8V"� �� +$59� %86� 5(9� �� ������� VHH DOVR (WKDQ %�

.DSVWHLQ� :H $UH 86� 1$7¶/ ,17(5(67� :LQWHU �������� DW ��� 3DXO 0DJQXVVRQ� :K\ &RUSRUDWH

1DWLRQDOLW\ 0DWWHUV� %86� :.�� -XO\ ��� ����� DW ���� 5REHUW %� 5HLFK� 'RHV &RUSRUDWH 1DWLRQ�
DOLW\ 0DWWHU"� ,668(6 6&,� 	 7(&+�� :LQWHU �������� DW ��� 5REHUW %� 5HLFK� :KR LV 7KHP" ��

+$59� %86� 5(9� �� �������

���� 6HH� H�J�� 3KLOOLS ,� %OXPEHUJ� 7KH &RUSRUDWH (QWLW\ LQ DQ (UD RI 0XOWLQDWLRQDO &RUSRUD�
WLRQV� �� '(/� -� &253� /� ��� ������� VHH DOVR /LQGD $� 0DEU\� 0XOWLQDWLRQDO &RUSRUDWLRQV DQG

8�6� 7HFKQRORJ\ 3ROLF\� 5HWKLQNLQJ WKH &RQFHSW RI &RUSRUDWH 1DWLRQDOLW\� �� *(25*(72:1 /�-�

��� ������ �DGYRFDWLQJ D WHVW RI ³HFRQRPLF FRPPLWPHQW´�� 'HWHUPLQLQJ FRUSRUDWH QDWLRQDOLW\

IRU WD[ SXUSRVHV LV \HW DQRWKHU LVVXH� )RU D UHYLHZ� VHH 5HXYHQ 6� $YL�<RQDK� 7KH 6WUXFWXUH RI

,QWHUQDWLRQDO 7D[DWLRQ� $ 3URSRVDO IRU 6LPSOLILFDWLRQ� �� 7(;� /� 5(9� ���� �������
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H[FKDQJHV DV ³PDUNHWV´��� LV WR RIIHU DQ RUGHUO\ IUDPHZRUN IRU SULFH
GLVFRYHU\ DQG SURYLGH WKH GDWD VWUHDPV JHQHUDWHG E\ LW���� 7KH &KDLUPDQ
RI WKH 1<6( ZDV LQGHHG TXRWHG WR VD\ WKDW WKH 1<6(¶V ELJJHVW PLVWDNH
KDV EHHQ LWV IDLOXUH WR UHFRJQL]H WKDW LWV JUHDWHVW DVVHW DUH LWV GDWD� ³:H
DUH LQ WKH GDWD DQG PHGLD EXVLQHVV�´ KH VDLG����

7KH LQWHJULW\ RI WKH SULFH GLVFRYHU\ SURFHVV LV FUXFLDO WR WKH VXFFHVV

RI D VWRFN H[FKDQJH WKDW RSHUDWHV LQ D FRPSHWLWLYH HQYLURQPHQW� ,W LV DI�
IHFWHG E\ WLPHO\ GLVFORVXUH DQG DFFXUDF\ RI LVVXHU�UHODWHG LQIRUPDWLRQ
DQG WUDGLQJ�UHODWHG LQIRUPDWLRQ� DQG E\ EHLQJ IUHH RI IUDXG� LQVLGHU
WUDGLQJ� PDQLSXODWLRQ� DQG VR RQ� 0DQ\ RI WKHVH UHJXODWRU\ DQG VXUYHLO�

ODQFH IXQFWLRQV DUH SHUIRUPHG E\ VWRFN H[FKDQJHV WKHPVHOYHV DV 652V�
2WKHUV �LGHDOO\� DUH SHUIRUPHG E\ PDUNHW SURIHVVLRQDOV VXFK DV DFFRXQW�
DQWV DQG LQYHVWPHQWV EDQNHUV� ZKR SXW WKHLU UHSXWDWLRQ RQ WKH OLQH�
+RZHYHU� WKH RQO\ ZD\ IRU WKHVH UHSXWDWLRQ LQWHUPHGLDULHV FUHGLEO\ WR
FRPPLW WR KLJK�TXDOLW\ VHUYLFH LV WR VXEMHFW WKHPVHOYHV WR D KLJK�TXDOLW\
UHJXODWRU���� ,Q WKH HQG� WKH HQWLUH TXDOLW\ FRQWURO V\VWHP QHHGV WR UHO\ RQ

D VHFXULWLHV UHJXODWRU WKDW LV KRQHVW DQG KDV WKH VWDII� VNLOO� DQG EXGJHW WR
SXUVXH FRPSOH[ VHFXULWLHV FDVHV DQG RQ D VLPLODUO\ FRPSHWHQW MXGLFLDO
V\VWHP���� ,Q RWKHU ZRUGV� WKH SULYDWH FRPSRQHQWV RI VHFXULWLHV UHJXOD�
WLRQ KDYH WR EH EDFNHG E\ D SXEOLF EDFNERQH�

&� )XWXUH &KDOOHQJHV

%HIRUH FORVLQJ� WKLV DUWLFOH ZLOO EULHIO\ DGGUHVV D IHZ PRUH FKDOOHQJHV

WKDW VWRFN H[FKDQJH PRELOLW\ DQG XQLODWHUDO UHFRJQLWLRQ ZLOO SRVH IRU

LQWHUQDWLRQDO UHJXODWLRQ RI VHFXULWLHV PDUNHWV� $Q LPPHGLDWH TXHVWLRQ
DULVHV ZLWK UHVSHFW WR WKH SDUDPHWHUV WKDW VKRXOG GHWHUPLQH ZKLFK UHJX�
ODWRU PD\ DVVHUW MXULVGLFWLRQ RYHU D SDUWLFXODU PDUNHW� 6HYHUDO RSWLRQV
FRPH WR PLQG� WKH ORFDWLRQ RI WKH WUDGLQJ V\VWHP� WKH QDWLRQDOLW\ RI
OLVWHG�TXRWHG LVVXHUV� WKH GRPLFLOH RI EURNHU�GHDOHUV� DQG WKH QDWLRQDOLW\

���� 2Q WKH GHILQLWLRQ RI ³PDUNHW´� VHH :LOOLDP -� &DUQH\� -XULVGLFWLRQDO &KRLFH LQ 6HFXULWLHV
5HJXODWLRQ� �� 9$ -� ,17¶/ /� ���� ��� Q��� �������

���� 6HH -� +DUROG 0XOKHULQ� -HIIU\ 0� 1HWWHU� 	 -DPHV $� 2YHUGDKO� 3ULFHV DUH 3URSHUW\� 7KH

2UJDQL]DWLRQ RI )LQDQFLDO ([FKDQJHV IURP D 7UDQVDFWLRQ &RVW 3HUVSHFWLYH� �� -�/� 	 (&21� ����

��� ������ �WKH SURGXFW RI ILQDQFLDO H[FKDQJHV LV DFFXUDWH LQIRUPDWLRQ DV UHIOHFWHG LQ SULFLQJ�� $Q

HTXDOO\ LPSRUWDQW IXQFWLRQ �VRPH ZRXOG VD\ WKH SULPDU\ RQH� LV WR SURYLGH GHSWK DQG OLTXLGLW\�

%XW GHSWK DQG OLTXLGLW\ DUH LQ IDFW SURYLGHG E\ PDUNHW SDUWLFLSDQWV DQG WKH VWRFN H[FKDQJH ³RQO\´

VHUYHV DV D IRFDO SRLQW IRU UHDOL]LQJ WKH QHWZRUN H[WHUQDOLWLHV RI D PDUNHW ZLWK QXPHURXV WUDGHUV�

,Q FRQWUDVW� HQVXULQJ WKH LQWHJULW\ RI WKH SULFH GLVFRYHU\ SURFHVV LV D IXQFWLRQ WKDW LV LQKHUHQW WR

WKH PDUNHW DV VXFK�

���� 7KH %DWWOH IRU (IILFLHQW 0DUNHWV� 7+( (&2120,67� -XQH ��� ����� DW ���

���� 2Q WKH LPSRUWDQFH RI KLJK�TXDOLW\ UHSXWDWLRQDO LQWHUPHGLDULHV IRU D ZHOO�IXQFWLRQLQJ VH�

FXULWLHV PDUNHW� VHH %HUQDUG 6� %ODFN� 7KH /HJDO DQG ,QGXVWULDO 3UHFRQGLWLRQV IRU 6WURQJ 6WRFN
0DUNHWV� �� 8&/$ /� 5(9� �IRUWKFRPLQJ ������

���� ,G�
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DQG�RU GRPLFLOH RI HQG�LQYHVWRUV� ,W LV QRW WRR GLIILFXOW WR VKRZ WKDW HDFK
RI WKH DIRUHPHQWLRQHG SDUDPHWHUV VXIIHUV IURP VRPH ZHDNQHVV DV D GH�
FLVLYH GHWHUPLQDQW� ,Q SDUWLFXODU� QRQH RI WKHVH SDUDPHWHUV FDQ UHVROYH D
GLVSXWH EHWZHHQ WZR UHJXODWRUV DVVHUWLQJ MXULVGLFWLRQ DQG WU\LQJ WR LP�
SRVH FRQIOLFWLQJ UHTXLUHPHQWV�

$W WKLV SRLQW� LW PD\ EH WHPSWLQJ WR FDOO IRU ³LQFUHDVHG UHJXODWRU\ FR�

RSHUDWLRQ´ DV D SDQDFHD IRU WKHVH GLIILFXOWLHV� %XW VXFK FDOOV DUH RIWHQ
PRUH RI D SODFHER WKDQ UHDO UHPHG\� ,QWHUQDWLRQDO FRRSHUDWLRQ LQ VHFXUL�
WLHV UHJXODWLRQ LV GLIILFXOW WR DFKLHYH DQG WR PDLQWDLQ���� $OWKRXJK QD�
WLRQDO UHJXODWRUV KDYH PDGH FRQVLGHUDEOH VWULGHV WRZDUGV LQFUHDVHG FR�

RSHUDWLRQ²LQWHU DOLD� XQGHU WKH DXVSLFHV RI LQWHUQDWLRQDO ERGLHV OLNH WKH
,QWHUQDWLRQDO 2UJDQL]DWLRQ RI 6HFXULWLHV &RPPLVVLRQV �,26&2� DQG WKH
,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUGV &RPPLWWHH �,$6&�²IULFWLRQOHVV
UHJXODWLRQ RI PXOWLQDWLRQDO VHFXULWLHV PDUNHWV LV VWLOO D ORQJ ZD\ DKHDG�
7KHVH SUREOHPV DUH QRW VXUSULVLQJ ZKHQ RQH UHFDOOV DQDORJRXV GLIILFXO�
WLHV LQ GHWHUPLQLQJ WKH GHVLUDEOH VFRSH RI H[WUDWHUULWRULDO MXULVGLFWLRQ LQ

WUDGLWLRQDO LVVXHV OLNH GLVFORVXUH DQG DQWLIUDXG UHJXODWLRQ���� %\ H[WHQ�
VLRQ IURP LVVXHU�FKRLFH SURSRVDOV� RQH FRXOG IXUWKHU SRQGHU ZKHWKHU
PDUNHWV VKRXOG EH DOORZHG WR RSW LQWR D FRYHWHG UHJXODWRU¶V MXULVGLFWLRQ
DEVHQW VXFK IDFWXDO OLQNDJHV���� 7KLV DXWKRU ZLVKHV WR OHDYH WKHVH TXHV�
WLRQV RSHQ IRU IXWXUH UHVHDUFK DQG RQO\ QRWH WKDW LPSOHPHQWLQJ VXFK DU�
UDQJHPHQW VKRXOG SURYH D PLJKW\ FKDOOHQJH�

$ UHODWHG LVVXH WKDW PD\ ZDUUDQW UHWKLQNLQJ LV WKH GHVLUDELOLW\ RI D

JOREDO UHJXODWRU� &HUWDLQ FRPPHQWDWRUV LQGHHG DGYRFDWHG HVWDEOLVKLQJ
VXFK DQ LQVWLWXWLRQ� HLWKHU JOREDOO\��� RU ZLWKLQ WKH (XURSHDQ 8QLRQ����

3URPLQHQW (XURSHDQ VFKRODUV� KRZHYHU� VHHP WR EH OLNH�PLQGHG LQ WKHLU

���� 6HH JHQHUDOO\ $PLU 1� /LFKW� *DPHV &RPPLVVLRQV 3OD\� �[� *DPHV RI ,QWHUQDWLRQDO 6H�

FXULWLHV 5HJXODWLRQ� �� <$/( -� ,17¶/ /� �� �������
���� 7KH OLWHUDWXUH RQ WKLV LVVXH LV FORVHO\ UHODWHG WR WKH GHEDWH RYHU LVVXHU�FKRLFH UHJXODWLRQ�

6HH� H�J�� &KRL 	 *X]PDQ� 3RUWDEOH 5HFLSURFLW\� VXSUD QRWH ���� 5RPDQR� VXSUD QRWH ���� VHH

DOVR -DPHV '� &R[� 5HWKLQNLQJ 8�6� 6HFXULWLHV /DZV LQ WKH 6KDGRZ RI ,QWHUQDWLRQDO 5HJXODWRU\
&RPSHWLWLRQ� /$: 	 &217(03� 352%6�� $XWXPQ ����� DW ���� 0HUULWW %� )R[� ,QVLGHU 7UDGLQJ

LQ D *OREDOL]LQJ 0DUNHW� :KR 6KRXOG 5HJXODWH :KDW"� �� /� 	 &217(0� 352%� ��� �������

0HUULWW )R[� 6HFXULWLHV 'LVFORVXUH LQ D *OREDOL]LQJ 0DUNHW� :KR 6KRXOG 5HJXODWH :KRP� ��
0,&+� /� 5(9� ���� ������� 'RQDOG &� /DQJHYRRUW� 6FKRHQEDXP 5HYLVLWHG� /LPLWLQJ WKH 6FRSH RI

$QWLIUDXG 3URWHFWLRQ LQ DQ ,QWHUQDWLRQDOL]HG 6HFXULWLHV 0DUNHWSODFH� /$: 	 &217(03� 352%6�

��� �������

���� 6HH� H�J�� +2:(// (� -$&.621� 7+( 6(/(&7,9( ,1&25325$7,21 2) )25(,*1 /(*$/

6<67(06 72 352027( 1(3$/ $6 $1 ,17(51$7,21$/ ),1$1&,$/ 6(59,&(6 &(17(5 �+DUYDUG

/DZ 6FKRRO� -RKQ 0� 2OLQ :RUNLQJ 3DSHU 1R� ���� ������YLVLWHG 0DUFK �� ����� �SD�

SHUV�VVUQ�FRP�SDSHU�WDI"$%675$&7B,' ������!�

���� 6HH 8UL *HLJHU� +DUPRQL]DWLRQ RI 6HFXULWLHV 'LVFORVXUH 5XOHV LQ WKH *OREDO 0DUNHW²$

3URSRVDO� �� )25'+$0 /� 5(9� ���� �������

���� 5REHUWD 6� .DUPHO� 7KH &DVH IRU D (XURSHDQ 6HFXULWLHV &RPPLVVLRQ� �� &2/80� -�

75$161$7¶/ /� � �������
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RSSRVLWLRQ WR WKH LGHD� DOEHLW WR YDULRXV GHJUHHV���� 7KH LGHD RI D
(XUR�6(& UHVXUIDFHG LQ WKH (8 DIWHU WKH L; PHUJHU SODQ ZDV DQQRXQFHG
EXW ZDV DFFHSWHG ZLWK VNHSWLFLVP���� 1HHGOHVV WR VD\� VXFK SURSRVDOV DUH
GLDPHWULFDO WR PDUNHW DSSURDFK UHIRUP SURSRVDOV VXFK DV 5RPDQR¶V� ,Q
DQ\ HYHQW� LW LV FOHDU IURP WKH DERYH GLVFXVVLRQ LV WKDW WKH SKHQRPHQRQ
RI VWRFN H[FKDQJH FKRLFH DGGV DQRWKHU GHJUHH RI FRPSOH[LW\ WR H[LVWLQJ

OHJDO IUDPHZRUNV RI LQWHUQDWLRQDO VHFXULWLHV UHJXODWLRQ DV ZHOO DV WR UH�
IRUP SURSRVDOV EDVHG RQ LVVXHU FKRLFH�

7KH IHDVLELOLW\ RI VXFK FHQWUDOL]HG LQVWLWXWLRQV RXWVLGH WKH (8 LV GXEL�

RXV DV SUREDEO\ LV WKHLU GHVLUDELOLW\� $PRQJ WKH GLIIHUHQW IRUPV RI LQWHU�

QDWLRQDO FRRSHUDWLRQ EHWZHHQ VRYHUHLJQ VWDWHV� VWURQJ FHQWUDO LQVWLWX�
WLRQV DUH RQO\ UDUHO\ MXVWLILHG DQG UHTXLUH VSHFLDO HIIRUWV DQG UHVRXUFHV WR
HVWDEOLVK DQG PDLQWDLQ� 0DQDJHG FRPSHWLWLRQ LQVWLWXWLRQV VHHP WR GRPL�
QDWH WKHP LQ PRVW FDVHV���� $V D UHVXOW� VHFXULWLHV UHJXODWLRQ²LQFOXGLQJ
VWRFN H[FKDQJH UHJXODWLRQ²ZLOO UHPDLQ LQ WKH IRUHVHHDEOH IXWXUH LQ WKH
KDQGV RI QDWLRQDO DGPLQLVWUDWLYH DJHQFLHV� 7KHVH SXEOLF DJHQFLHV ZLOO

FRQWLQXH WR DSSO\ WKHLU RZQ YHUVLRQ RI SXEOLF ODZ DQG HQIRUFH LW WKURXJK
WKHLU QDWLRQDO FRXUW V\VWHP�

2QH DVSHFW WKDW PLJKW ZDUUDQW UHWKLQNLQJ DW VRPH SRLQW LQ WKH IXWXUH

LV VXSUD�QDWLRQDO DQWLWUXVW UHJXODWLRQ RI VWRFN H[FKDQJHV� ,QWHUQDWLRQDO

FRPSHWLWLRQ DPRQJ VWRFN H[FKDQJHV LV OLNHO\ WR EULQJ ZLWK LW
DQWL�FRPSHWLWLYH FRQGXFWV RI WKH VRUW ZHOO NQRZQ LQ RWKHU LQGXVWULHV�
7KH (XUR 10 QHWZRUN LV D FDVH LQ SRLQW� 2QH RI WKH SXUSRVHV WKDW RULJL�
QDOO\ XQGHUOD\ (XUR 10 ZDV SURWHFWLRQLVW LQ HVVHQFH DV LW VHUYHG IRU WHU�
ULWRULDO PDUNHW VSOLWWLQJ���� 8QGHU PRVW DGYDQFHG FRPSHWLWLRQ ODZV VXFK
FRQGXFW LQ DQRWKHU LQGXVWU\ ZRXOG EH FRQGHPQHG DV SHU VH LOOHJDO� ([�

LVWLQJ DQG IXWXUH PHUJHUV DQG DOOLDQFHV DPRQJ VWRFN H[FKDQJHV PD\

���� 6HH� 6WHLO� VXSUD QRWH �� DW ���� 6HH DOVR )HUUDULQL� VXSUD QRWH ��� $QGUHZ :KLWWDNHU� $

(XURSHDQ /DZ IRU 5HJXODWHG 0DUNHWV" 6RPH 3HUVRQDO 9LHZV� LQ (8523($1 6(&85,7,(6

0$5.(76� VXSUD QRWH �� DW ��� �IDYRULQJ UHJXODWRU\ FRRSHUDWLRQ��
���� 6HH +LOWRQ 	 /DVFHOOHV� VXSUD QRWH ��� DW � �³,W LV DQ RSHQ VHFUHW WKDW >)UHQFK@ )LQDQFH

0LQLVWHU )DELXV¶V JRDO LV WKDW >DQ (8 µZLVH PHQ¶ FRPPLWWHH@ VKRXOG UHFRPPHQG D µ(XUR�6(&¶²

ZKLFK �VXUSULVH� ZRXOG EH ORFDWHG LQ 3DULV�´�

���� 6HH JHQHUDOO\ /LFKW� VXSUD QRWH ���� 7UDFKWPDQ� VXSUD QRWH ����

���� 6HH /LFKW� VXSUD QRWH �� DW ��±��� ,Q 0D\ ����� LW ZDV UHSRUWHG WKDW

0DUNHWV SDUWLFLSDWLQJ LQ WKH (XUR 10 ZLOO XQGHUWDNH QRW WR FRPSHWH IRU RQH DQRWKHU¶V

GRPHVWLF ,32 FDQGLGDWHV� 7KH 3DULV 1RXYHDX 0DUFKH LV QRZ DFWLYHO\ VHHNLQJ WR DWWUDFW

FRPSDQLHV IURP WKURXJKRXW WKH (8� $XVWULD DQG 6ZLW]HUODQG� EXW LV QRW DSSURDFKLQJ

%HOJLDQ DQG *HUPDQ FDQGLGDWHV� WKH µSURSHUW\¶ RI WKH RWKHU QHWZRUN PHPEHUV�

-HQQLIHU -XU\� /DWHVW 'HYHORSPHQWV LQ (XURSH¶V 1HZ *URZWK &RPSDQLHV 0DUNHW� (85� 9(1785(

&$3,7$/ -�� 0D\ �� ����� DW ��� ,W LV UHPDUNDEOH WKDW LVVXHUV OLVWHG RQ (XUR 10 PDUNHWV DGKHUHG

WR WKHLU KRPH FRXQWU\ VHJPHQW QRWZLWKVWDQGLQJ WKH DGYDQWDJHV RI RWKHUV� 6HH 1HXHU 0DUNHW 5HDI�
ILUPV 'RPLQDQFH� ),1� 1(:6� 'HF� ��� ���� �UHSRUWLQJ WKH ILUVW GXDO OLVWLQJ E\ D (XUR 10 FRP�

SDQ\ ZLWKLQ WKH (XUR 10 QHWZRUN� RQ WKH GRPLQDQW� *HUPDQ PHPEHU RI WKH QHWZRUN��
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UDLVH VLPLODU FRQFHUQV� HLWKHU RI FROOXVLYH FRQGXFW RU DEXVH RI GRPLQDQW
SRVLWLRQ �PRQRSROL]DWLRQ��

6XSSRVH WKDW WKH 'XEOLQ 6WRFN ([FKDQJH ZDQWHG WR MRLQ *(0 RU

VRPH RWKHU JOREDO DOOLDQFH EXW WKDW *(0 UHIXVHG� 7KLV UDLVHV WKH TXHV�

WLRQV LI 'XEOLQ FDQ IRUFH LWVHOI RQ *(0 E\ LQYRNLQJ WKH HVVHQWLDO IDFLO�
LW\ GRFWULQH��� DQG ZKLFK IRUXP ZRXOG DGMXGLFDWH WKH GLVSXWH� $PHULFDQ
FRXUWV PD\ KROG WR WKH H[SDQVLRQLVW YLHZ WKDW WKH\ KDYH H[WUDWHUULWRULDO
MXULVGLFWLRQ EXW LW LV XQFOHDU ZKHWKHU VXFK D FDVH KDV DQ\ DGYHUVH HIIHFWV
LQ WKH 8�6� VR DV WR PDNH WKHP DVVHUW MXULVGLFWLRQ RYHU LW���� 7KH (8 LV
WKH RQO\ VXSUDQDWLRQDO LQVWLWXWLRQ WKDW FRXOG HQWHUWDLQ VXFK D FODLP EXW

TXHU\ ZKHWKHU LW ZRXOG GR VR ZLWK UHJDUG WR QRQ�(8 PDUNHWV����

&XUUHQW OHJDO GRFWULQH LQ WKH 8QLWHG 6WDWHV KROGV WKDW FRQGXFW ZKLFK

LV HIIHFWLYHO\ UHJXODWHG XQGHU WKH 6HFXULWLHV $FWV ZRXOG EH LPPXQL]HG
IURP DQWLWUXVW UHYLHZ���� 6LPLODU ORJLF PLOLWDWHV IRU JUDQWLQJ VHFXULWLHV

UHJXODWRUV DXWKRULW\ RYHU VWUXFWXUDO DVSHFWV� LQFOXGLQJ PHUJHUV RI PDU�
NHWV� FRQFHQWUDWLRQ RI RUGHU IORZ� HWF� $OWKRXJK WKH 6(& FRQVWDQWO\ UH�
YLVLWV WKHVH LVVXHV ZLWK UHJDUG WR WKH GRPHVWLF 8�6� PDUNHW���� LW LV DJDLQ
XQFOHDU ZKDW MXULVGLFWLRQ FDQ LW FODLP²DQG HIIHFWLYHO\ LPSRVH²RYHU
WUDQVQDWLRQDO DOOLDQFHV�

:KLOH WKH UHJXODWRU\ IUDPHZRUN LV ERXQG WR UHWDLQ LWV SXEOLF FKDUDF�

WHU� LW ZRXOG EH UHDVRQDEOH WR SUHGLFW WKDW LW ZLOO JUDGXDOO\ ORVH PDQ\ RI
LWV QDWLRQDO SHFXOLDULWLHV� 7KH JURZLQJ OHYHOV RI IRUHLJQ OLVWLQJ DQG
FURVV�ERUGHU WUDGLQJ PHDQ WKDW UHJXODWRUV ZKR SURYLGH DQ XPEUHOOD RI
LQYHVWRU SURWHFWLRQ DOVR GR WKLV IRU IRUHLJQ LQYHVWRUV DQG ZLWK UHJDUG WR

���� 6HH $VVRFLDWHG 3UHVV Y� 8QLWHG 6WDWHV� ��� 8�6� � ������� )RU DQ DQDO\VLV RI DFFHVV FODLPV

WR QHWZRUN MRLQW YHQWXUHV� VHH +HUEHUW +RYHQNDPS� ([FOXVLYH -RLQW 9HQWXUHV DQG $QWLWUXVW 3ROLF\�
���� &2/80� %86� /� 5(9� �� ��� HW VHT�

���� 6HH 8QLWHG 6WDWHV Y� $OXPLQXP &R� RI $P�� ��� )��G ��� ��G &LU� ������ )RU D UHYLHZ

DQG DQDO\VLV� VHH 6SHQFHU :HEHU :DOOHU� 7KH ,QWHUQDWLRQDOL]DWLRQ RI $QWLWUXVW (QIRUFHPHQW� ��
%�8� /� 5(9� ��� ������� VHH DOVR 'DQLHO .� 7DUXOOR� 1RUPV DQG ,QVWLWXWLRQV LQ *OREDO &RPSHWL�

WLRQ 3ROLF\� �� $0� -� ,17¶/ /� ��� �������

���� &I� )HUUDULQL� VXSUD QRWH ��� DW ��� �GLVFXVVLQJ GHQLDO RI DFFHVV WR DQ H[FKDQJH WKDW HQMR\V
D GRPLQDQW SRVLWLRQ ZLWKLQ WKH (8��

���� *RUGRQ Y� 1HZ <RUN 6WRFN ([FKDQJH� ��� 8�6� ��� ������� +HQFH� HYHQ WKH PRVW HJUH�

JLRXV DQWLWUXVW LQIULQJHPHQW VXFK SULFH IL[LQJ ZRXOG EH LPPXQL]HG ZKHQ VHFXULWLHV EURNHUV HQ�

JDJHG LQ LW� 0HUULO /\QFK� 3LHUUH� )HQQHU 	 6PLWK� ,QF� Y� :DUH� ��� 8�6� ��� ������� )RU D UH�

YLHZ� VHH /266 	 6(/,*0$1� VXSUD QRWH ��� DW ������� ,W VKRXOG EH QRWHG� KRZHYHU� WKDW LQ WKH

UHFHQW GLVSXWH RYHU WKH VL]H RI ELG DQG DVN TXRWDWLRQV LQ 1DVGDT� WKH 'HSDUWPHQW RI -XVWLFH ZDV

LQYROYHG LQ LQYHVWLJDWLQJ FKDUJHV RI FROOXVLRQ� 6HH 6X]DQQH 0DQQLQJ 	 5DFKHO :LOPHU� 1$6'

6HWWOHV 6(& &KDUJHV 2YHU $OOHJHG $EXVHV LQ 1DVGDT 0DUNHW� �� 6(&� 5(*� 	 /� 5(3� �%1$�

��� �$XJ� �� ������

���� 6HH� H�J�� 5HJXODWLRQ RI ([FKDQJHV� ([FKDQJH $FW 5HOHDVH 1R� ������� �� )HG� 5HJ�

������ �-XQH �� ����� �&RQFHSW 5HOHDVH��
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IRUHLJQ LVVXHUV���� 6WRFN H[FKDQJH PRELOLW\ DFFHOHUDWHV WKLV WUHQG DV LW
HQWDLOV JUHDWHU PRELOLW\ RI OLVWLQJV DQG WUDGHV� ,Q RWKHU ZRUGV� WKH FRQ�
VWLWXHQF\ RI QDWLRQDO UHJXODWRUV ZLOO EHFRPH OHVV DQG OHVV RI WKHLU RZQ
QDWLRQDOLW\� $ OLNHO\ FRQVHTXHQFH RI WKLV SURFHVV LV IXUWKHU SUHVVXUH IRU
KDUPRQL]DWLRQ RI VHFXULWLHV ODZV DQG DFFRXQWLQJ VWDQGDUGV� DQG WKH MXV�
WLILFDWLRQ IRU LQWHUQDWLRQDO GLYHUVLW\ EHWZHHQ VHFXULWLHV UHJLPHV ZLOO GL�

PLQLVK UHVSHFWLYHO\�

(OVHZKHUH , KDYH DUJXHG WKDW QDWLRQDO VHFXULWLHV UHJXODWLRQ UHJLPHV

DUH ERXQG WR KLW VRPH URDGEORFNV RQ WKH ZD\ WR FRQYHUJHQFH� 5LJLGLWLHV
DQG ³VWLFN\ SRLQWV´ WKDW H[LVW LQ QDWLRQDO FRUSRUDWH JRYHUQDQFH V\VWHPV

DUH OLNHO\ WR DIIHFW WKH VWUXFWXUH DQG FRQWHQW RI WKHLU VHFXULWLHV UHJXODWLRQ
FRXQWHUSDUWV DQG YLFH YHUVD���� $PRQJ RWKHU UHDVRQV� WKH LQHUWLD RI FRU�
SRUDWH JRYHUQDQFH V\VWHPV LV FDXVHG E\ WKH SULYDWH FKDUDFWHU RI FRUSR�
UDWH ODZ� ZKLFK� LQ WXUQ� LV PROGHG E\ HDFK FRXQWU\¶V VRFLDO DQG SROLWLFDO
FRQGLWLRQV���� 7KHUH LV UHDVRQ WR EHOLHYH� VXSSRUWHG E\ FRQYLQFLQJ HYL�
GHQFH� WKDW QDWLRQDO FRUSRUDWH JRYHUQDQFH V\VWHPV UHIOHFW HDFK QDWLRQ¶V

PRVW IXQGDPHQWDO FXOWXUDO YDOXHV����

7KH VWLIIHQLQJ FRPSHWLWLRQ DPRQJ VWRFN H[FKDQJHV� KRZHYHU� PD\

KHOS FKDQJH WKLV VLWXDWLRQ E\ LPSRVLQJ FRUSRUDWH JRYHUQDQFH UHTXLUH�
PHQWV DV SDUW RI WKHLU OLVWLQJ FRQGLWLRQV� WKHUHE\ FUHDWLQJ FRUSRUDWH JRY�

HUQDQFH UHJLPHV WKDW DUH GLVFRQQHFWHG IURP SDUWLFXODU QDWLRQDO ODZV�
6WRFN PDUNHWV LQ WKH 8QLWHG 6WDWHV KDYH GRQH VR LQ WKH SDVW DQG DUH
FRQWLQXLQJ WR EUHDN QHZ JURXQGV LQ LVVXHV VXFK DV DXGLW FRPPLWWHHV����

0DUNHWV OLNH (DVGDT WKDW ZDQW WR SRVLWLRQ WKHPVHOYHV VLPLODUO\ WR WKDW LQ
$PHULFD IROORZ VXLW� H�J�� E\ UHTXLULQJ RXWVLGH GLUHFWRUV���� 6KRXOG WKLV
WUHQG EHFRPH XQLYHUVDO� LQWHUQDWLRQDO GLYHUVLW\ LQ FRUSRUDWH ODZV PD\

FRQWLQXH WR H[LVW EXW ZLOO EHFRPH OHVV SURQRXQFHG� ,W LV WRR HDUO\� KRZ�

���� 7KH UHFHQW 5HJXODWLRQ )' LV WKXV D GHSDUWXUH IURP WKLV UXOH� DV LW GHQLHV LQYHVWRUV RI LWV

SURWHFWLRQ ZLWK UHJDUG WR IRUHLJQ SULYDWH LVVXHUV� �� &�)�5� ����������� ������� )RU D FULWLFDO UH�

YLHZ RI 5HJXODWLRQ )'� VHH 0HUULWW %� )R[� 5HJXODWLRQ )' DQG )RUHLJQ ,VVXHUV� *OREDOL]DWLRQ
6WUDLQV DQG 2SSUWXQLWLHV� �� 9$� -� ,17¶/ /� ��� �������

���� 6HH /LFKW� VXSUD QRWH ��� DW ����

���� ,G� DW ���±���
���� 6HH $PLU 1� /LFKW� 7KH 0RWKHU RI $OO 3DWK 'HSHQGHQFLHV� 7RZDUG D &URVV�&XOWXUDO 7KH�

RU\ RI &RUSRUDWH *RYHUQDQFH 6\VWHPV� �� '(/$:$5( -� &253� /� ��� ������� $PLU 1� /LFKW�

&KDQDQ *ROGVFKPLGW� 	 6KDORP +� 6FKZDUW]� &XOWXUH� /DZ� DQG )LQDQFH� &XOWXUDO 'LPHQVLRQV

RI &RUSRUDWH *RYHUQDQFH 5XOHV� :RUNLQJ 3DSHU ������ �RQ ILOH ZLWK DXWKRU��

���� 6HH /RLV +HU]HFD� $XGLW &RPPLWWHH 'LVFORVXUH 5XOHV (IIHFWLYH� ,QFUHDVLQJ $FFRXQWDELO�

LW\� 1(:<25. /�-�� )HE� �� ����� DW � �DXGLW FRPPLWWHH UXOHV DGRSWHG E\ 8�6� PDUNHWV��

���� 6HH ($6'$4� ,668(56¶ &217,18,1* 2%/,*$7,216 ����� �������YLVLWHG $SULO �� �����

�KWWS���ZZZ�HDVGDT�EH! �SURYLGLQJ FRUSRUDWH JRYHUQDQFH UHTXLUHPHQWV IRU (DVGDT LVVXHUV��
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HYHU� WR PDNH SUHGLFWLRQV LQ WKLV UHVSHFW DQG D KHDOWK\ GRVH RI VNHSWL�
FLVP VHHPV WR EH LQ SODFH����

9� &21&/86,21

7KLV DUWLFOH KDV LGHQWLILHG VWRFN H[FKDQJH PRELOLW\ DV D QHZ W\SH RI

G\QDPLF DIIHFWLQJ WRGD\¶V LQWHUQDWLRQDO VHFXULWLHV PDUNHW DQG KDV DU�
JXHG WKDW VWRFN H[FKDQJHV KDYH EHFRPH WKH QHZ DJHQWV RI FKDQJH LQ

UHJXODWRU\ UHIRUP� 7KHVH G\QDPLFV PD\ KDYH GLUHFW LPSOLFDWLRQV RQ WKH
ZD\ ZH KDYH WUDGLWLRQDOO\ SHUFHLYHG VHFXULWLHV UHJXODWLRQ� QDPHO\� DV D
QDWLRQDO ERG\ RI SXEOLF ODZ� 6HFXULWLHV UHJXODWLRQ LV LQFUHDVLQJO\ GRPL�
QDWHG E\ DFWRUV� LQWHUHVWV� DQG UHJLPHV WKDW DUH ERWK SULYDWH DQG IRUHLJQ
ZKLOH WKH PDMRU SXEOLF SOD\HUV²QDPHO\� VHFXULWLHV UHJXODWRUV²ILQG LW
GLIILFXOW WR NHHS DEUHDVW ZLWK PDUNHW GHYHORSPHQWV�

7KH WUDQVIRUPDWLRQ RI VWRFN H[FKDQJHV LQWR UHJXODU PXOWLQDWLRQDO

FRUSRUDWLRQV LV OLNHO\ WR HQJHQGHU WKH VDPH SUREOHPV DQG FKDOOHQJHV
WKDW 01&V KDYH EHHQ SRVLQJ IRU GHFDGHV� ,Q D ZRUOG GRPLQDWHG E\ VRY�
HUHLJQ QDWLRQ VWDWHV� WKHVH SUREOHP ZLOO QRW GLVDSSHDU DQ\WLPH VRRQ� 5H�

JDUGLQJ WKH IXQGDPHQWDO LVVXH RI VWRFN H[FKDQJHV¶ QDWLRQDO LGHQWLW\�
KRZHYHU� WKLV DUWLFOH DUJXHV WKDW LW VKRXOG EH UHVROYHG DFFRUGLQJ WR WKH
QDWLRQDO UHJXODWRU VXSHUYLVLQJ HDFK H[FKDQJH�

7KH G\QDPLFV RI VWRFN H[FKDQJH PRELOLW\ ZLOO DOVR DIIHFW WKH FKDUDF�

WHU RI VHFXULWLHV UHJXODWLRQ� +HUH LQGHHG� WKHUH LV OLWWOH URRP IRU GLVFXVV�
LQJ WUDGLWLRQDO SDWWHUQV VLQFH WKLV LV D UHODWLYHO\ \RXQJ ILHOG RI ODZ� ,Q
PRVW FRXQWULHV LW LV LQVSLUHG WR VRPH GHJUHH E\ WKH $PHULFDQ PRGHO�
ZKLFK LV RIWHQ UHSDFNDJHG DQG UHODEHOHG XQGHU WKH DXVSLFHV RI ,26&2
DQG ,$6&� 6WRFN H[FKDQJH PRELOLW\ DQG VWRFN H[FKDQJH FKRLFH ZLOO H[�
HUW IXUWKHU SUHVVXUH IRU HURGLQJ VLJQLILFDQW GLIIHUHQFHV EHWZHHQ QDWLRQDO

VHFXULWLHV UHJLPHV� 7KH\ PD\ DOVR ZRUN WRZDUG IXUWKHU VHSDUDWLRQ EH�
WZHHQ WKH QDWLRQDOLWLHV RI LVVXHUV� LQYHVWRUV� DQG PDUNHWV� ,Q FRQWUDVW� WKH
EDVLF QDWXUH RI VHFXULWLHV UHJXODWLRQ DV SXEOLF ODZ LV OLNHO\ WR UHPDLQ LQ�
WDFW EHFDXVH VHFXULWLHV UHJXODWRUV DUH OLNHO\ WR UHWDLQ WKHLU EHQHILFLDO UROH
DV UHJXODWRUV RI WRPRUURZ¶V PDUNHWV�

���� )RU DQ H[WHQVLYH DQDO\VLV� VHH :LOOLDP :� %UDWWRQ 	 -RVHSK $� 0F&DKHU\� &RPSDUDWLYH
&RUSRUDWH *RYHUQDQFH DQG WKH 7KHRU\ RI WKH )LUP� 7KH &DVH $JDLQVW *OREDO &URVV 5HIHUHQFH�

�� &2/80� -� 75$161$7¶/ /� ���� ��� ������ �JOREDO FRQYHUJHQFH RI FRUSRUDWH JRYHUQDQFH

V\VWHPV LV XQOLNHO\ EHFDXVH HDFK QDWLRQDO JRYHUQDQFH V\VWHP LV D V\VWHP WLHG WRJHWKHU E\ D FRP�

SOH[ LQFHQWLYH VWUXFWXUH�� VHH DOVR /LFKW� VXSUD QRWH ��� DW ��� �VHFXULWLHV UHJXODWLRQ DQG FRUSR�

UDWH ODZ WRJHWKHU FRQVWLWXWH D V\VWHP LQ WKH VHQVH XVHG LQ V\VWHPV DQDO\VLV��


