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7KH�8.�SROLWLFLDQV�� SDUWLFXODUO\� WKRVH�RI�7RUU\�SDUW\� OLQH�� KDYH�RIWHQ�EHHQ�
FULWLFDO�RI�8.¶V�SRVLWLRQ�LQ�WKH�&RPPXQLW\�DV�ZHOO�DV�WKH�&RPPXQLW\�LWVHOI��
7KLV�VWDQFH�RI�RSSRVLWLRQ�KDG�EHHQ�LQWHQVLILHG�VRRQ�DIWHU�WKH�'HORUV�5HSRUW¶V�
PDQLIHVWDWLRQ� RI� (FRQRPLF� DQG�0RQHWDU\� 8QLRQ� SURMHFW�� 8.� ZDV� DJDLQVW�
(08�IRU�REYLRXV� UHDVRQV�DQG�DIWHU�D� ORQJ�QHJRWLDWLRQ�SURFHVV�PDQDJHG� WR�
REWDLQ� DQ� RSW�RXW� GHDO�� 2Q� WKH� RWKHU� KDQG�� WKH� SURORQJHG� (8� HQODUJHPHQW�
SURFHVV� IURP�����V�RQZDUG�KDYH�EURDGHQHG� WKH� IRFXV�RI� FRPSODLQWV�� OHJDO�
PLJUDWLRQ� WR�8.��8.¶V�ILQDQFLDO�FRQWULEXWLRQ� WR�(8�DQG�VRPH�RWKHU� LVVXHV�
KDYH�KDG�GRPLQDWHG�%ULWLVK�SROLWLFDO�DJHQGD�WRZDUGV�(8��0DDVWULFKW�SURFHVV�
KDG� LQWHQVLILHG� 8.� RSSRVLWLRQ� WRZDUGV� IHGHUDO� (XURSH�� &RQVHUYDWLYH�
OHDGHUVKLS�� DPLGVW� WKH� DOOHJHG� SUHVVXUHV� IURP� ZLWKLQ� LWV� RZQ� UDQNV�� KDG�
DQQRXQFHG� WKH� ODXQFKLQJ� RI� D� UHIHUHQGXP� RQ� WKH� IDWH� RI� 8.¶V� IXWXUH�
PHPEHUVKLS�LQ�(8��8QGHU�D�SRVVLEOH�%UH[LW�VFHQDULR��WKH�VSUHDG�RI�FRVWV�KDV�
WR� EH� VKDUHG� PXOWLODWHUDOO\� EHWZHHQ� 8.� DQG� (8� PHPEHU� FRXQWULHV� DQG��
EHWZHHQ�8.� DQG� QRQ�(8�PHPEHU� FRXQWULHV�ZKLFK� KDYH� OLQNHG� WR� WKH� (8�
ZLWK� WUDGH� DJUHHPHQWV��9LVLEOH� FRVWV� DUH� OLNHO\� WR� HPHUJH� LQ� WKH� VHFWRUV� RI�
WUDGH�� LQYHVWPHQW�� ODERXU� PRYHPHQW� DQG� ILQDQFLDO� VHFWRUV�� � 2Q� WKH� RWKHU�
KDQG��WKH�WKHPH�RI�SROLF\�FRRUGLQDWLRQ�SUHVHQWV�DQRWKHU�FKDQQHO�RI�GLYLVLRQ�
EHWZHHQ� SROLF\�PDNHUV� RI� 8.� DQG� (8� DQG�PHPEHU� FRXQWULHV�� 7KLV� VWXG\�
H[DPLQHV� D� SRVVLEOH� 8.� H[LW� IURP� (8� ZLWKLQ� GHVFULSWLYH�� \HW� WKURXJK�
DQDO\WLFDO� DQG� FULWLFDO� SHUVSHFWLYH��:KLOH� WKH� SURSRQHQWV� RI�%ULH[LW� ODUJHO\�
FDSLWLOD]HG� RQ� EHQHILWV�� WKLV� VWXG\� DIILUPV� WKDW� WKH� SRWHQWLDO� FRVWV� DUH�
VLJQLILFDQW�DQG�H[SHFWHG�WR�RXWZHLJKW�EHQHILWV�����

.H\ZRUGV� %UH[LW��(XURSHDQ�8QLRQ��&XVWRPV�8QLRQ��&RVW��%HQHILW�$QDO\VLV��
(FRQRPLF�3ROLF\�&RRUGLQDWLRQ

-(/�&RGHV� �����)����(��

�'U��g÷U��*|U��&XNXURYD�8QLYHUVLW\��'HSDUWPHQW� RI� (FRQRPLFV��PSXWXQ#FX�HGX�WU��2UFLG�
1R����������������������
0DNDOH�*|QGHULOPH�7DULKL�����+D]LUDQ������0DNDOH�.DEXO�7DULKL�����(NLP������
0DNDOH�7�U���$UDúWÕUPD�0DNDOHVL�
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%LUOHúLN� .UDOOÕ÷Õ� WHPVLO� HGHQ� VL\DVHWoLOHU�� |]HOOLNOH� 0XKDID]DNDU� 3DUWL�
NDQDGÕQGDQ� RODQODU�� oR÷X� ]DPDQ� %LUOHúLN� .UDOOÕ÷ÕQ� 7RSOXOXN� LoHULVLQGHNL�
NRQXPXQX� YH� D\QÕ� ]DPDQGD� 7RSOXOX÷XQ� NHQGLVLQL� HOHúWLUHQ� ELU� WXWXP�
VHUJLOHPLúOHUGLU�� � %X� NDUúÕ� WXWXP�� (NRQRPLN� YH� 3DUDVDO� %LUOLN� SURMHVLQLQ�
'HORUV� 5DSRUX� LOH� GHNODUH� HGLOPHVLQGHQ� VRQUD� GDKD� GD� \R÷XQODúPÕúWÕU���
%LUOHúLN�.UDOOÕN�(3%�SURMHVLQH�ELOLQHQ�QHGHQOHUGHQ�GROD\Õ�NDUúÕ� LGL�YH�X]XQ�
ELU�SD]DUOÕN�V�UHFLQGHQ�VRQUD��(%3¶�LQ�GÕúÕQGD�NDOPD\Õ�JDUDQWL�DOWÕQD�DODQ�ELU�
DQWODúPD� HOGH� HWPH\H�PXYDIIDN� ROGX�� � 'L÷HU� WDUDIWDQ�� ����¶ODUGDQ� LWLEDUHQ�
X]XQ�V�UH�J�QGHPGH�RODQ�$%�JHQLúOHPH�V�UHFL��PHPQXQL\HWVL]OLN�HNVHQLQL�
JHQLúOHWPLú�� �ONHQLQ� DOGÕ÷Õ� \DVDO� J|o�� $%¶QH� VD÷ODGÕ÷Õ� ILQDQVDO� NDWNÕ�� YH�
GL÷HU�NRQXODU�%LUOHúLN�.UDOOÕ÷ÕQ�VL\DVL�J�QGHPLQLQ�D÷ÕUOÕ÷ÕQÕ�WHPVLO�HWPLúWLU���
0DDVWULFKW�V�UHFL��%LUOHúLN�.UDOOÕ÷ÕQ�)HGHUDWLI�ELU�$YUXSD�\|Q�QGHNL�PXKDOLI�
WXWXPXQX�DUWÕUPÕúWÕU�� �0XKDID]DNDU�3DUWL�OLGHUOL÷L���.HQGL�SDUWLVL�LoHULVLQGHQ�
JHOGL÷L� EHOLUWLOHQ� EDVNÕODU� DOWÕQGD�� %LUOHúLN� .UDOOÕ÷ÕQ� $%� LoHULVLQGHNL�
�\HOL÷LQLQ� JHOHFHNWHNL� \HULQL� EHOLUOH\HFHN� ELU� UHIHUDQGXP� NDUDUÕQÕ�
DoÕNODPÕúWÕ�� 0XKWHPHO� ELU� D\UÕOÕN� VHQDU\RVX� NXUJXVX� LoHULVLQGH� PDOL\HWLQ�
SD\ODúÕPÕ�%LUOHúLN�.UDOOÕN�YH�$%��\HVL��ONHOHU�YH�$%��\HVL�ROPD\DQ� IDNDW�
$%¶QH�WLFDUHW�DQWODúPDODUÕ\OD�ED÷OÕ�RODQ��ONHOHU�DUDVÕQGD�oRN�WDUDIOÕOÕN�LONHVL�
oHUoHYHVLQGH� JHUoHNOHúPHN� GXUXPXQGDGÕU�� � %HOLUJLQ� PDOL\HWOHULQ� WLFDUHW��
\DWÕUÕP� YH� LúJ�F�� KDUHNHWOLOL÷L� YH� ILQDQVDO� VHNW|UOHUGH� RUWD\D� oÕNPDVÕ� RODVÕ�
J|U�OPHNWHGLU�� 'L÷HU� WDUDIWDQ� SROLWLND� NRRUGLQDV\RQX� NRQXVX�� %LUOHúLN�
.UDOOÕN� YH� $%� �\HVL� �ONHOHULQ� SROLWLND� \�U�W�F�OHUL� DUDVÕQGD� RUWD\D� oÕNDQ�
GL÷HU� ELU� X\XúPD]OÕ÷ÕQ� ER\XWXQD� LúDUHW� HWPHNWHGLU�� � %X� oDOÕúPD�� %LUOHúLN�
.UDOOÕ÷ÕQ�$%¶GHQ�PXKWHPHO�D\UÕOÕ÷Õ�GXUXPXQX�DQDOLWLN�YH�HOHúWLUHO�oHUoHYHGH�
LQFHOHPHNWHGLU�� �%LUOHúLN�.UDOOÕ÷ÕQ�D\UÕOPDVÕQÕ�GHVWHNOH\HQOHU�E�\�N�RUDQGD�
EXQXQ�JHWLULOHUL� �]HULQGH�\R÷XQODúÕUNHQ��EX� oDOÕúPD�SRWDQVL\HO�PDOL\HWOHULQ�
|QHPOL� \HU� WXWPDNWD� ROGX÷XQX� YH� VD÷ODQDELOHFHN� ID\GDODUÕ� DúDFD÷Õ�
EHNOHQWLVLQL�YXUJXODPDNWDGÕU��

$QDKWDU�.HOLPHOHU� %UH[LW��$YUXSD�%LUOL÷L��*�PU�N�%LUOL÷L��)D\GD�0DOL\HW�
DQDOL]L��øNWLVDW�SROLWLNDVÕ�.RRUGLQDV\RQX
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,QWURGXFWÕRQ�

8QLWHG�.LQJGRP¶V�(XURSHDQ�&RPPXQLW\�YHQWXUH�EHJDQ�DIWHU�D� UHIHUHQGXP�
LQ�����¶V�� � ,W� LV�ZLGHO\�KHOG� WKDW�8.¶V�YHQWXUH� LQ�(XURSHDQ�8QLRQ�KDV�QRW�
DOZD\V� EHHQ� DQ� KDSS\� RFFDVLRQ� HVSHFLDOO\� LQ� UHODWLRQ� ZLWK� ³HQODUJHPHQW´�
DQG�³GHHSHU� LQWHJUDWLRQ´�SURMHFWV�DQG� LGHDOV� LQ�(XURSH�� �8QLWHG�.LQJGRP¶V�
RYHUKHOPHG� RSSRVLWLRQ� WR� WKH� KDUGFRUH� LVVXHV� WHQGHG� WR� UHYHUVH� WKH�
LQQRYDWLYH�VSLULW�RI�(XURSHDQ�&RXQFLO�DW�0DDVWULFKW�6XPPLW��������DQG�8.�
HQGHG�XS�LQ�JDLQLQJ�DQ�RSW�RXW�FODXVH� WKDW�DOORZHG� WKH�8QLWHG�.LQJGRP� WR�
VWD\� RXWVLGH� WKH� (08� �(FRQRPLF� DQG� 0RQHWDU\� 8QLRQ��� � $IWHU� WKH�
FRPPHQFHPHQW� RI� JUDGXDO� DWWDLQPHQW� RI� (08�� WKH� 8�.�� UHVHQWPHQW� DQG�
GLVVDWLVIDFWLRQ� KDV� JURZQ� ODUJH� DOVR� LQ� RWKHU� GRPDLQV� RI� (XURSHDQ�
,QWHJUDWLRQ� DQG�(XURSHDQ� 3ROLF\�0DNLQJ�� �8�.�� KDV� UHMHFWHG� WR� DFFHSW� WKH�
SULQFLSOHV� RI� (XURSHDQ� 6RFLDO� 3ROLF\� GUDZQ� RQ� WKH� IRUPHUO\� NQRZQ�
(XURSHDQ�6RFLDO�&KDUWHU�DQG�VWD\HG�RXW�RI�6FKHQJHQ�$UHD�$JUHHPHQW�ZKLFK�
LV� ELQGLQJ� DPRQJ� WKH� PHPEHU� VWDWHV�� � ����� KDV� EHFRPH� D� PLOH� VWRQH� IRU�
WHVWLQJ�8.¶V� SRVLWLRQ� LQ�(8��'DYLG�&DPHURQ�� WKH�3ULPH�0LQLVWHU� E\� WKHQ��
DQQRXQFLQJ�D�SRVVLEOH�UHIHUHQGXP�RQ�WKH�8.¶V�PHPEHUVKLS�LQ�(8���3ROLWLFDO�
FDPSDLJQV�WKDW�RIWHQ�FDPH�XS�ZLWK�SRSXORXV�UKHWRULF�KDG�EHHQ�H[WHQVLYH�DQG�
VXFFHVVIXO� DV� UHIHUHQGXP� UHVXOWV� LQGLFDWH�� 7KH� OHDYH� FDPS� KDG� FRPH� RXW�
YLFWRULRXV� ZLWK� D� UHODWLYHO\� QDUURZ� PDUJLQ� RI� ³\HV´� YRWHV�� 7KH� FDPSDLJQ�
RIWHQ� ODFNHG�FRQFUHWH�IDFWV�DWWDFKHG�WR�VWDWLVWLFDO�GDWD�DQG�VRXQG�UHDVRQLQJ���
3ULRU� WR� WKH� UHIHUHQGXP�� WKH� 8.� HFRQRP\� QDWXUDOO\� ZDV� QRW� D� SURVSHURXV�
HFRQRP\� LQ� (8� EXW� ZDV� SHUIRUPLQJ� EHWWHU� WKDQ� VRPH� RWKHU� (8� PHPEHU�
FRXQWULHV���8QHPSOR\PHQW�OHYHO�ZDV�EHORZ�WKH�(8�DYHUDJH�ZKLOVW�WKH�WKHPH�
RI�(XURSHDQ�PLJUDWLRQ�ZDV�RQ�WRS�RI�WKH�DJHQGD�IRU�³\HV´�FDPS�LQ�RUGHU�WR�
FRQYLQFH�WKH�HOHFWRUDWH����

(YHU� VLQFH� WKH� 8.� YRWHUV� YRWHG� LQ� IDYRXU� RI� OHDYLQJ� WKH� (XURSHDQ�
0HPEHUVKLS�LQ�-XQH�������WKH�LQYHVWRUV�IURP�8.��IURP�RWKHU�(8�FRXQWULHV�
DQG� IURP�DOO� DURXQG� WKH�ZRUOG� KDYH� EHHQ� FRXJKW� XS�ZLWK� WKH� VHQWLPHQW� RI�
XQFHUWDLQW\��$QG�KDYH�LPSDWLHQWO\�EHHQ�DZDLWLQJ�WR�FRPH�WR�WHUPV�ZLWK�WKH�
PXOWLWXGH�RI�H[SHFWHG�DGYHUVLWLHV� LQ�ZLGH�UDQJLQJ�DUHDV� WKDW� DUH� LPPHGLDWH�
FRQFHUQ� IRU�EXVLQHVVHV�DQG� LQYHVWRUV�DOLNH��7KH� LPSXOVH�RI� WKLV�GHFLVLRQ�RI�
FRXUVH� VKDOO� EH� IHOW� RQ� WKH� HFRQRP\� DW� GLIIHUHQW� GHJUHHV� RI� PDJQLWXGH�
GHSHQGLQJ�RQ�ZKHWKHU�HFRQRP\�LV�RQ�WKH�VKRUW�RU�ORQJ�WUDMHFWRU\��1R�PDWWHU�
KRZ�KDUVK� WKH� VKRUW� UXQ� SHUFHSWLRQ� RI� WKH� QHJDWLYH� LPSDFW� VRXQGV�� LW� WUXO\�
LQYROYHV�LPPHGLDWH�UHDFWLRQV��VR�WKDW�SUHYDOHQW�HIIHFWV�DUH�H[SHFWHG�WR�FRPH�
DERXW�RQO\�LQ�WKH�ORQJ�UXQ���7KH�UHIHUHQGXP�QRW�RQO\�GLG�VHQG�626�VLJQDOV�
IRU�WKH�8.�PDUNHWV�EXW�DOVR�JHQHUDWHG�SROLWLFDO�ODQGVOLGH�OHIW�³KXJH�FUDFNV´�
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RQ�8.¶V�SROLWLFDO� ODQGVFDSH�WR�D�FHUWDLQ�H[WHQW�SURRI�RI�KRZ�GHHSO\�IUDJLOH�
WKH�%ULWDLQ¶V�SROLWLFDO�HVWDEOLVKPHQWV�KDYH�EHFRPH��7KLV�PD\KHP�LQ�%ULWLVK�
SROLWLFV� DSSHDUV� WR� UHLQIRUFH� LWV� LPSDFW� RQ�%ULWLVK� SROLW\� HVWDEOLVKPHQW� DQG�
SXEOLF�LQ�PDQ\�\HDUV�WR�FRPH���

3DLQ� DQG�<RXQJ� ������� LQYHVWLJDWHV� WKH� FRQVHTXHQFHV� RI� SRVVLEOH�8.�H[LW�
IURP�(8�LQ�PDFURHFRQRPLF�WKHRUHWLFDO�IUDPHZRUN�DV�HDUO\�DV������DW�D�WLPH�
ZKHQ�SRVVLELOLW\� IRU�DQ�H[LW� UHIHUHQGXP�ZDV� IDU�DZD\��%XFKDQ� �������DOVR�
GHOYHG� LQWR� WKH� SRVVLEOH� VFHQDULR� RI�8.�RXWVLGH� WKH�(8� UDWKHU� WKDQ� LQ� WKH�
(8��7KH�DXWKRU�FRPSDUHV�WKHQ�WKH�FDVH�RI�1RUZD\�DQG�6ZLW]HUODQG�ZLWK�WKDW�
RI�8.�LI�WKHLU�VXSSRVHG�VHSDUDWLRQ�ZRXOG�HYHU�RFFXU��7KRVH�FRXQWULHV�KDYH�
FRQVLVWHQWO\�UHMHFWHG�WKH�ELGV�WR�MRLQ�(8�IRU�ORQJ��EXW�UHPDLQHG�FRQQHFWHG�WR�
(8� ZLWK� UHDVRQDEOH� GHJUHH� RI� HFRQRPLF� LQWHJUDWLRQ�� +RXVH� RI� &RPPRQV�
�������ORRNV�GHHSHU�LQWR�WKH�RXWORRN�RI�8.�OHDYLQJ�WKH�(8�DV�HDUO\�DV������
DV�D�NH\�LQVWLWXWLRQ�LQ�WKH�GHFLVLRQ�PDNLQJ�SURFHVV��7KH�WRQH�RI�FRQVHUYDWLYH�
YRLFHV� DJDLQVW� WKH� SHUFHLYHG� HFRQRPLF� FRVWV� DQG� KDUPV� FRPLQJ� DERXW� DV�
UHVXOW� RI� 8.¶V� PHPEHUVKLS� LQ� (8� KDYH� EHHQ� LQFUHDVLQJO\� VKDUS� LQ� PDQ\�
FLUFOHV�VLQFH�WKH�FRPPHQFHPHQW�RI�(08�LQ������� �*OREDO�%ULWDLQ�%ULHILQJ�
1RWH�1R���������D���1R���������E���1R���������F���1R�����������DUH�WKH�
FDVHV� LQ� WKLV�GLUHFWLRQ��7KHVH�QRWHV� DGDPDQWO\�XVH� FKDOOHQJLQJ� ODQJXDJH� WR�
GHILQH� 8.¶V� SHUFHLYHG� GHSULYHG� HFRQRPLF� DQG� WUDGH� SRVLWLRQ� LQ� 8.�� ³$�
FRXQWU\� GRHVQ¶W� QHHG� WR� EHORQJ� WR� WKH�(8� WR� WUDGH�ZLWK� LW�´� �����D��� ³7KH�
QRQ�H[LVWHQW�³EHQHILWV�RI�EHORQJLQJ�WR�WKH�(8�6LQJOH�0DUNHW´������F���³8.�
WUDGH�LQ�������KHDOWK\�VXUSOXV�RXWVLGH�WKH�(8��PDVVLYH�GHILFLW�ZLWK�WKH�(8´�
����������

6WLIWXQJ��������HVWLPDWHV�WKH�FRVW�RI�H[LW�VXSSRVHGO\�WDNHV�SODFH�E\�WKH�\HDU�
������ LQ� KLV� ZRUN�� +H� FRQWHQGV� WKDW� 8.¶V� *'3� SHU� FDSLWD� ZRXOG� HQG� XS�
ORZHU�E\�WKH�\HDU������WKDQ�LI�WKH�8.�VWD\HG�LQ�WKH�(8��,W�LV�JHQHUDOO\�KHOG�
WKDW� LQ� DQ\� VHULRXV� HFRQRPLF� LQWHJUDWLRQ�� WKHUH� DUH� FRVWV� LQYROYHG� IRU� WKH�
SDUWLFLSDQWV� DORQJVLGH� WKH� EHQHILWV�� ,W� LV� 8.¶V� UHVROYH� WR� PDLQWDLQ� VRPH�
GHJUHH�RI� LQWHJUDWLRQ�ZLWK�(8�DIWHU� WKH�%UH[LW��+RZHYHU�� WKLV�RYHUWO\�JRHV�
DJDLQVW� WKH� VRYHUHLJQW\� DUJXPHQW� WR� ZKLFK� WKH� ³OHDYH� FDPSDLJQ´� KDG�
DWWDFKHG�WKHLU�PDQLIHVWR��<HW��WKHUH�LV�QR�VXFK�DQ�LQWHJUDWLRQ�WKDW�ZRXOG�VHOI�
HYLGHQWO\�UXOH�RXW�LQYROYHPHQW�RI�DQ\�FRVWV��,Q�HFKRLQJ�WKLV�SDUDGR[��'DYLG�
&DPHURQ��IRUPHU�%ULWLVK�3ULPLQLVWHU��GHFODUHG�WKDW�µ,I�ZH�OHDYH�WKH�(8��ZH�
FDQQRW� RI� FRXUVH� OHDYH� (XURSH�� ,W� ZLOO� UHPDLQ� IRU�PDQ\� \HDUV� RXU� ELJJHVW�
PDUNHW��DQG�IRUHYHU�RXU�JHRJUDSKLFDO�QHLJKERXUKRRG¶��&DPHURQ����������2Q�
WKH� RWKHU� KDQG�� (FRQRPLF� LQWHJUDWLRQV� OLNH� WKDW� RI� (8�� IRU� WKH� PRVW�
SDUWLFLSDQWV� KDYH� SRVLWLYH� ZHOIDUH� DQG� JURZWK� HIIHFWV� RQ� DYHUDJH�� &UDIWV�
������� DQDO\VHV� VXFK� D� UHODWLRQVKLS� E\� IRFXVLQJ� RQ� WKH� LPSDFW� RI� 8.�
PHPEHUVKLS� LQ� (8� RQ�8.¶V� ORQJ�UXQ� JURZWK�� JLYHQ� WKH� IDFW� WKDW� 8.� KDV�
RSWHG�RXW� RI� (08� �(XURSHDQ� (FRQRPLF� DQG� 0RQHWDU\� 8QLRQ�� ZKLOH�
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FRQWLQXHG�WR�UHPDLQ�LQ�(FRQRPLF�8QLRQ��VLQJOH�PDUNHW���7KHUH�DUH�FRVWV�DQG�
SRVVLEOH� VHWEDFNV� IRU� 5HJLRQDO� (FRQRPLF� ,QWHJUDWLRQV�� VRPH� IDFWRUV� FDQ�
VHULRXVO\� EH� GDPDJLQJ� WR� WKH� LQWHJUDWLRQ� VFKHPHV� LQ� D� G\QDPLF� VHWWLQJ��
VKRFNV� DQG� FULVLV� PLJKW� SUHFLSLWDWH� KDUPIXO� HIIHFWV�� � %DLHU� HW� DO�� �������
OLNHZLVH�GUDZ�DWWHQWLRQ�WR�WKH�GUDZEDFNV�RI�UHJLRQDOLVP�ZLWKLQ�WKH�WKHPH�RI�
UHJLRQDO� LQWHJUDWLRQ�FRQWH[W��0LQIRUG� �������JLYHV�SHUVSHFWLYH� IRU� WKH�NLQG�
RI�SRVVLEOH� WUDGH�DUUDQJHPHQW�EHWZHHQ�8.�DQG�(8�FRXQWULHV�E\� UHYLHZLQJ�
(XURSHDQ� 7UDGLQJ� $UUDQJHPHQWV�� %DQN� RI� (QJODQG� ������� JLYHV� D� EURDG�
DFFRXQW�RI�KRZ�8.�PHPEHUVKLS�DIIHFWV�WKH�SROLF\�PDNLQJ�SRZHUV�RI�%DQN�
RI� (QJODQG�� 7KLV� SURYLGHV� LQVLJKW� LQWR� ZKDW� OHYHO� RI� DXWRQRP\� %DQN� RI�
(QJODQG� FDQ� EH� JUDQWHG� DIWHU� D� SRVVLEOH� %UH[LW��:DGVZRUWK� ������� GHOYHV�
LQWR� WKH� FRUH� LVVXH� RI� UHIHUHQGXP�� ³,PPLJUDWLRQ´�� ZLWK� D� GHWDLOHG� DFFRXQW�
DQG�UHIHUHQFH�WR�WKH�RWKHU�DVSHFWV�RI�ODERXU�PDUNHW��

,Q�JHQHUDO�WHUPV��WKH�LPSDFW�RI�%UH[LW�RQ�%ULWLVK�HFRQRP\�FDQ�EH�FODVVLILHG�
DV�VKRUW�UXQ�DQG�ORQJ�UXQ�LPSOLFDWLRQV���0RVW�VWULNLQJ�GHYHORSPHQWV�DIWHU�WKH�
UHIHUHQGXP� ZDV� WKH� UDSLG� HURVLRQ� LQ� WKH� YDOXH� RI� 3RXQG� DJDLQVW� PDMRU�
FXUUHQFLHV���7KHUH�ZDV�DOVR�QRWLFDEOH�ULVH�LQ�WKH�JHQHUDO�SULFH�OHYHO�SDUWLDOO\�
LPSDFWHG�E\� WKH�GHSUHFLDWLRQ�RI�3RXQG��3ODNDQGDUDV�HW� DO� ������� HPSOR\HV�
WLPH�VHULHV� DSSURDFK� WR� DFFRXQW� IRU� WKHVH� UDSLG� PRYHPHQWV� LQ� EDVLF�
HFRQRPLF� LQGLFDWRUV�� 7KHLU� ILQGLQJV� WLHG� WR� WKH� FRQFHSW� RI� XQFHUWDLQW\�
LPSDFW��WKLV�VXGGHQ�VKLIW�LQ�WKH�FRXUVH�RI�WKH�8.�HFRQRP\�ZDV�WKH�UHVXOW�RI�
WKH� JUHDWHU� IXWXUH� XQFHUWDLQW\� IRU� WKH� HFRQRP\� JHQHUDWHG� E\� WKH�
5HIHUHQGXP¶V� RXWFRPH�� %RUQ� HW� DO� ������� HPSOR\� D� VHOHFWHG� FRPELQHG�
HPSLULFDO�PHWKRG�WR�FODULI\�WKH�PDJQLWXGH�RI�IRUHJRQH�*'3�LQ�WKH�DIWHUPDWK�
RI�WKH�5HIHUHQGXP����7KH�ILQGLQJV�LQGLFDWH�D�VKRUW�UXQ�ORVV�RI�������LQ�8.¶V�
*'3�IURP�-XQH������XQWLO�WKH�HQG�RI�������%UHKOLQ�HW�DO��������ILQGLQJV�DUH�
LQ� VXSSRUW� RI� WKH� ILQGLQJV� RI� WKH� IRUPHU�� 5HJDUGLQJ� WKH� ORQJ�UXQ� HIIHFW����
%DOGZLQ� ������� UHSRUWV� D� FRQWLQXDO� DQG� GXUDEOH� GHWHUULRUDWLRQ� RQ� 8.¶V�
RXWSXW� DQG� JURZWK� WUDMHFWRU\�� %HJJ� ������� DVVHUWV� WKDW� *'3� ORVV� IRU� 8.�
HFRQRP\�HVWLPDWHG�EHWZHHQ���WR���SHUFHQW�DFFRUGLQJ�WR�WKH�PDMRU�HPSLULFDO�
ZRUNV�XQGHUWDNHQ�WLOO�E\�WKHQ�������

7KLV� SDSHU� SULPDULO\� IRFXVHV� RQ� %UH[LW� DQG� LWV� SRVVLEOH� OLNHO\� HFRQRPLF�
LPSDFW� RQ� 8.� DQG� (8� HFRQRPLHV� UHVSHFWLYHO\�� :KLOH� WKH� SURSRQHQWV� RI�
%ULH[LW� KDYH� ODUJHO\� FRQFHQWUDWHG� RQ� EHQHILWV�� WKLV� VWXG\� UHDIILUPV� WKDW� WKH�
SRWHQWLDO�FRVWV�DUH�WR�EH�VXEVWDQWLDO�ZKHUHRI�WKH�HPHUJLQJ�FRVWV�DUH�H[SHFWHG�
WR� H[FHHG� WKH� SRWHQWLDO� EHQHILWV� FRQVLGHUDEO\�� :KLOH� WKH� PDLQ� IRFXV� RI�
DWWHQWLRQ� LV�SODFHG�RQ� WUDGH�DQG�LPPLJUDWLRQ�� �RWKHU� OLNHO\�FKDQJHV�DUH�DOVR�
WDNHQ� LQWR� FRQVLGHUDWLRQ� IRU� FRPSDUDWLYH� DQDO\VLV� DFFRUGLQJO\�� 7KLV� ZRUN�
DLPV�WR�H[DPLQH�WKH�LPSOLFDWLRQV�RI�8.¶V�QRZ�IRUPDOL]HG�H[LW�IURP��WKH�(8�
ZLWKLQ� GHVFULSWLYH�� \HW� WKURXJK� DQDO\WLFDO� DQG� FULWLFDO� SHUVSHFWLYH�� 6RPH�
FKDUDFWHULVWLFV�RI�LQ�DQG�RXWIORZV��RI�ODERXU�IRUFH�LQ�8.�FRQWH[W�KDYH�EHHQ�
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DQDO\]HG�FULWLFDOO\�IURP�WKH�VWDWLVWLFDO�IUDPHZRUN��5HJDUGLQJ�SRVW�H[LW�WUDGH�
VHWWOHPHQW� RSWLRQV�� DOWHUQDWLYH� WUDGH� UHJLPHV� WKDW� FDQ� UHSODFH� WKH� SUHVHQW�
UHJLPH�ZLOO�EH�UHYLHZHG�DQG�DVVHVHG��7KH�FDVH�RI�(XURSHDQ�(FRQRPLF�$UHD�
PHPEHUVKLS�� ()7$� IUDPHZRUN�� $VVRFLDWH� PHPEHUVKLS� VWDWXV� DQG� :72�
VWDWXV� EDVHG� RQ� LQWHUQDWLRQDO� WUDGH� XQGHU� WKH� UXOLQJ� RI�:72�PDQGDWH� DUH�
UHYLHZHG�FRPSDUDWLYHO\��

%UÕWÕVK�9LHZ�$QG�$WWLWXGH�7RZDUGV�%URDGHU�(XURSHDQ�,QWHJUDWÕRQ�,GHD�
6ÕQFH�7KH�(QG�2I�7KH�6HFRQG�:RUOG�:DU�

&RPPRPZHDOWK�$VVRFLDWLRQ� FRXQWULHV� FRQVLVWHG� RI� ��� QDWLRQV� ZKRVH� SDVW�
FRORQLDO�FRQQHFWLRQV�ZLWK�%ULWDLQ�SUHYDLOHG�RQ�YROXQWDU\�EDVLV�QRW�PRUH�RQ�
SROLWLFDO� GRPLQDQFH� EXW� UDWKHU� RQ� HFRQRPLF�� VRFLDO�� SROLWLFDO� DQG� FXOWXUDO�
FRRSHUDWLRQ�� FROOREUDWLRQ� DQG� PXWXDO� H[FKDQJHV�� $OO� WKRVH� FRXQWULHV� DUH�
LQGHSHQGHQW� 6WDWHV� DQG�PRVW� RI� WKHP� KDYH� KDG� JDLQHG� WKHLU� LQGHSHQGHQFH�
VWDWXV� DIWHU� WKH� VHFRQG�:RUOG�:DU��7KHVH� FRXQWULHV� DUH� VLWXDWHG� DFURVV� WKH�
IRXU� FRQWLQHQWV� RI� WKH� *OREH� ZKHUH� SOHQW\� RI� VPDOO� DQG� LVODQG� VWDWHV� DUH�
LQFOXGHG�ZLWKLQ�WKLV�FDWHJRU\��,QGLD�LV�WKH�ODUJHVW��WKH�PRVW�NQRZQ�DQG�PRVW�
SRSXODWHG� FRXQWU\� DPRQJ� RWKHU� &RPPRQZHDOWK� FRXQWULHV�� ,W� LV� HVWLPDWHG�
WKDW�WKH�&RPPRQZHDOWK�FRXQWULHV¶�WRWDO�SRSXODWLRQ�FRPSULVHV�WKLUW\�SHUFHQW�
RI� WKH� :RUOG� SRSXODWLRQ�� &RXQWULHV� LQ� $IULFDQ� FRQWLQHQW� XQGHUVFRUHV� WKH�
KLJKHVW� SDUWLFLSDWLRQ� LQ� WKH� &RPPRQZHDOWK� PHPEHUVKLS� DPRQJ� RWKHU�
FRQWLQHQWV�� ,Q� WHUPV� RI� SROLWLFDO� KLDUDUF\�� WKH� SHUVRQ� RQ� WKH� WKURQH�
UHSUHVHQWLQJ� WKH� %ULWLVK� 5R\DO� )DPLO\� LV� WKH� KHDG� RI� &RPPRQZHDOWK�
$VVRFLDWLRQ��+HQFH�� � WKH� LQFXPEHQW�KHDG�RI�&RPPRQZHDOWK�$VVRFLDWLRQ� LV�
4XHHQ�(OL]DEHWK�������

7UDGLWLRQDOO\�IRU�WKH�8QLWHG�.LQJGRP���JOREDO�WUDGH�KDG�EHFRPH�WKH�HQJLQH�
RI� HFRQRPLF� JURZWK� DQG� GHYHORSPHQW� VSDQQLQJ� EH\RQG� WKH� WLPH� RI�
LQGXVWUDOL]DWLRQ� DQG� LQ� WXUQ� VROLGLI\LQJ� JOREDO� SROLWLFDO� SRZHU� DQG�PLOLWDU\�
PLJKW�SDUWLFXODUO\�GXULQJ�WKH���WK�FHQWXU\���)URP�LPPHGLDWH�SRVW�ZDU�SHULRG�
WLOO� WKH� ODWH� VL[WLHV�� WKURXJK� WKH� IRUFHIXO� SXUVXLW� RI� NH\QHVLDQ� SROLWLFV� DQG�
XQGHU� WKH� SURWHFWLYH� XPEUHOOD� RI� 3RVW�%UHWWRQ� :RUOG� GHVLJQ�� %ULWLVK�
LQGXVWULDO� SURGXFWLRQ� KDV� UDSLGO\� H[SDQGHG�� � $ORQJVLGH� WKH� QHDU�IXOO�
HPSOR\PHQW� OHYHO� DFKLYHPHQW�� ZHOIDUH� V\VWHP� LQFUHDVLQJO\� LPSURYHG� WR�
SURYLGH� EHWWHU� VRFLDO�� HFRQRPLF� FRQGLWLRQV� IRU� %ULWLVK� FLWL]HQV� RI� DOO� DJHV���
%HFDXVH� RI� WKH� HFRQRPLF� SURVSHULW\� DQG� LQGXVWULDO� HIILFLHQF\�� JUDGXDOO\�
LQFUHDVLQJ�FRVW�RI�SXEOLF�VHUYLFHV�DQG�SXEOLF�VSHQGLQJ�KDG�QRW�EHHQ�YLHZHG�
DV�IXWXUH�ULVN�RI�LQVWDELOLW\����7RGD\��8�.�¶V�SXEOLF�VSHQGLQJ�DPRXQWV�WR�RQH�
RI�WKH�ODUJHVW�SXEOLF�RXWOD\V�LQ�(XURSH��\HW�IDU�IURP�EHLQJ�HIILFLHQW�QRU�LV�LW�
IUHH�IURP�IUDXG�RU�PLVXVH�����

7KHUH� KDV� EHHQ� DQ� XQGHFODUHG� FRPSHWLWLRQ� EHWZHQ� *HUPDQ\� DQG� 8QLWHG�
.LQJGRP�GXULQJ�WKH�WLPHV�RI�HFRQRPLF�SURVSHULW\�DQG�SHDFH�DIWHU�WKH�SRVW�
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ZDU�VHWWOHPHQW�LQ�(XURSH����+RZHYHU���8�.��KDV�JUDGXDOO\�ORVW�VWHDP�DJDLQVW�
*HUPDQ�HFRQRP\�LQ�WKLV�XQGHFODUHG�UDFH�DIWHU�D�IHZ�GHFDGHV��LW�EHFRPHV�D�
YLVLEOH�IHDWXUH�RI�SRVW�:DU�(XURSHDQ�HFRQRPLF�RXWORRN���*HUPDQ\�EHFRPHV�
GRPLQDQW� LQGXVWULDO�:RUOG�SRZHU�KRXVH�LQ�(XURSH�VWHS�E\�VWHS�ZKLOH�8.¶V�
LQGXVWULDO�FDSDFLW\�DQG�SURSGXFWLYLW\�GLG�QRW�IROORZ�WKH�VLPLODU�SDWWHUQV�DV�RI�
*HUPDQ\�� <HW�� VWUHQJWK� LQ� VHUYLFH� DQG� ILQDQFLDO� VHFWRU� WR� VRPH� H[WHQW��
FRQWLQXHG� XS� WR� WRGD\� DQG� PDLQO\� LV� D� SDDVSRUW� IRU� 8�.�¶V� VWDJJHULQJ�
HFRQRP\���

&KXUFKLOO�� LQVSLUHG� E\� WKH� *ORU\� DQG� 3ULGH� RI� WKH� SDVW� %ULWLVK� HPSLUH��
8QGHUOLQHG� WKH� QHFHVVLW\� RI� WKH� SROLWLFDO� FROOREUDWLRQ� DQG� HFRQRPLF�
FRRRSHUDWLRQ��EXW�UXOHG�RXW�RSWLRQ�RI�D�FORVH�LQWHJUDWLRQ�LQ�(XURSH��OHW�DORQH�
DOORZLQJ� DQ� LQWHJUDWLRQ� SURMHFW� WKDW� DLPV� WR� VWHHU� (XURSH� LQWR� D� 3ROLWLFDOO\�
,QWHJUDWHG�)HGHUDO�(QWLW\�� )URP� WKHQ� RQ��%ULWDLQ�ZDV� LQ� VXSSRUW� RI� D�ZHDN�
OHYHO�RI�(FRQRPLF�LQWHJUDWLRQ�LQ�(XURSH�ZLWKLQ�ZKLFK�IUHH�WUDGH�ZRXOG�EH�LQ�
FHQWUDO�UROH��7KH\�ZRXOG�KRSH�WKDW�FHQWUXLHV�RI�WUDGH�H[SHULHQFH�ZRXOG�KHOS�
WR� SURVSHU� DJDLQ� WKURXJK� WUDGLQJ� LQ� (XURSH� DQG� HOVHZKHUH�� 2Q� WKH� RWKHU�
KDQG��WKH\�KDG�UHVHUYDWLRQV�DERXW�SRVVLEOH�*HUPDQ�HFRQRPLF�GRPLQDQFH�DQG�
LW�ZDV�WKH�RQH�RI�WKH�FHQWUDO�UHDVRQ�WKDW�WKH\�WRRN�FROG�IHHW�DWWLWXGH�WRZDUGV�
(XURSHDQ� LQWHJUDWLRQ� IURP� WKH� YHU\� EHJLQQLQJ�� 6XFFHVV� RI� VHFWRUDO�
LQWHJUDWLRQ�LQ�(XURSH�WKURXJK�(&6&��ODWHU�JLYLQJ�ELUWK�WR�WKH�((&�ZKLFK�KDV�
EHHQ�D�FRUH� VXSUDQDWLRQDO� LQVWLWXWLRQ�JUDGXDOO\� WR�JURZ�LQWR�D�KLJK� OHYHO�RI�
HFRQRPLF� LQWHJUDWLRQ�DQG�SDUWLDO�SROLWLFDO� LQWHJUDWLRQ�NQRZQ�DV�(�8�� WRGD\����
$V� LW�ZDV� H[SHFWHG��8.� LQLWLDOO\� GLG� QRW� WDNH�PXFK� LQWHUHVW� LQ� MRLQLQJ� QRW�
RQO\� LQ� WKH� (XURSHDQ� &RDO� DQG� 6WHHO� &RPPXQLW\� �(�&�6�&��� EXW� $OVR� LQ�
(XURSHDQ� (FRQRPLF� &RPPXQLW\� �(�(�&��� ZKLFK� ZDV� IRXQGHG� E\� 5RPH�
DJUHHPHQW�DQG�SXW�LQWR�HIIHFW�LQ�������+RZHYHU��DV�:ODV]F]XN�������������
KLJKOLJKWV�� ³WKH� IRXQGLQJ� WUHDWLHV�HVWDEOLVKLQJ� WKH�(XURSHDQ�&RDO� DQG�6WHHO�
&RPPXQLW\��WKH�(XURSHDQ�(FRQRPLF�&RPPXQLW\��DQG�WKH�(XURSHDQ�$WRPLF�
(QHUJ\� &RPPXQLW\�� QHYHU� DGRSWHG� D� FRPPRQ� YLVLRQ� RI� WKH� (XURSHDQ�
LQWHJUDWLRQ�PRGHO�´�³7KH�0DDVWULFKW�7UHDW\�FRQVWLWXWHG�D�WXUQLQJ�SRLQW�LQ�WKH�
DGYDQFH�WRZDUGV�WKH�IHGHUDO�PRGHO��E\�LQWURGXFLQJ�WKH��QG�DQG��UG�SLOODU�RI�
WKH� (XURSHDQ� 8QLRQ�´� �:ODV]F]XN�� ������ ������ 7KLV� JURZWK� RI� GHHSHU�
LQWHJUDWLRQ�ZLWK�DQ�REMHFWLYH� WR�FUHDWH�VRPH�YHUVLRQ�RI�SROLWLFDO� LQWHJUDWLRQ�
SRVHV�D�PDMRU�FRQFHUQ�DQG�VRXUFH�RI�RSSRVLWLRQ�IRU�8.�HYHU�VLQFH�WKLV�LGHD�
ZDV�UDLVHG�LQ�(XURSHDQ�&LUFOHV���

*HUPDQ\� WRRN� DGYDQWDJH� RI� &RPPRQ� 0DUNHW� FUHDWHG� E\� ((&� DQG� VRRQ�
EHFDPH�FHQWUDO�HFRQRPLF�IRUFH�LQ�(XURSH��VRRQ�XQGHUWRRN�D�FHQWUDO� UROH�LQ�
VHDUFK�RI�LQVWLWXWXWLRQDOL]LQJ�D�GHHSHU�LQWHJUDWLRQ�LQ�((&���*HUPDQ\�KHOSHG�
GHVLJQ� IRUPDWLRQ� RI�PRQHWDU\� DUUDQJHPHQWV� OLNH� 6QDNH� LQ� WKH� 7XQQHO� DQG�
(XURSHDQ�0RQHWDU\�6\VWHP�LQ�DQ�DWWHPS�WR�EXLOG�XS�HFRQRPLF�DQG�PRQHWDU\�
FRRUGLQDWLRQ� PHFKDQLVP� DPRQJ� WKH� LQWHUGHSHQGHQW� HFRQRPLHV� RI� WKH�
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PHPEHU�VWDWHV��(VSHFLDOO\�IURP������RQZDUGV��PHPEHU�FRXQWULHV�ZRXOG�IHHO�
WKH�SXOVH�RI�*HUPDQ�0RQHWDU\�3ROLF\�DV�D�OHDGLQJ�WUDMHFWRU\�WKURXJK�ZKLFK�
WKH\�ZRXOG�KDYH�WR�DGMXVW�WKHLU�RZQ�SROLFLHV�DFFRUGLQJO\���

:KLOH�*HUPDQ\�ZDV�D�OHDGLQJ�LQQRYDWRU�LQ�HFRQRPLF�DIIDLUV��SDUWLFXODUO\�LQ�
PRQHWDU\� GHVLJQ�� RIWHQ� )UHQFK� SDUWQHUVKLS� RU� VXSSRUW� KDG� WR� EH� WDNHQ� RQ�
ERDUG�WR�PDNH�SROLF\�LQQRYDWLRQV�DQG�SURSRVDOV�RI�LQVWLWXWLRQDO�GHVLJQV�PRUH�
WDQJLEOH���(XURSHDQ�0RQHWDU\�6\VWHP�ZDV�RULJLQDOO\�FUHDWHG�WKURXJK�)UHQFK�
DQG�*HUPDQ�LQLWLDWLYHV�ZKLFK�PDUNHGO\�RIIHUHG�D�FKDQFH�RI�FRPSUHKHQVLYH�
PRQHWDU\�SROLF\�FRRUGLQDWLRQ�PHFKDQLVP�DPRQJ�WKH�((&�PHPEHU�VWDWHV���,W�
LV� JHQHUDOO\� DFFHSWHG� WKDW� WKH� UXOHV� DQG� VWDJHV� RI� (08�3URMHFW� GHEDWHG� DW�
0DDVWULFKW� ZDV� D� *HUPDQ� SURGXFW� EXW� )UHQFK� SDUWQHUVKLS� VXSSRUWHG� WKLV�
3URMHFW�DOO�WKH�ZD\�WKURXJK�WR�PDNH�LW�DFFHSWDEOH��WDQJLEOH�DQG�VXVWDLQDEOH��

:KLOH�*HUPDQ�)UDQFR�SDUWQHUVKLS�ZHUH�WU\LQJ�WR�EULQJ�(XURSHDQ�LQWHJUDWLRQ�
WR� WKH� QHZ� KHLJKWV�� 8QLWHG� .LQJGRP� ZHUH� RYHUWO\� UDLVLQJ� KHU� GHILDQW�
RSSRVLWLRQ�WRZDUGV�VXFK�LQLWLDWLYHV����:KHQ�8.�KDG�DSSOLHG�IRU�PHPEHUVKLS�
LQ� HDUO\� ����V�� WKH\� ZHUH� PHW� E\� WKH� VWURQJ� RSSRVLWLRQ� RI� WKH� )UHQFK�
UHSUHVHQWDWLRQ�ZKLFK�WKH\�KDG�QRW�EHHQ�SUHSDUHG�IRU���8QGHU�WKH�IODJVKLS�RI�
'H�*DXOOH��)UHQFK�SDUOLDPHQW�YHWRHG�WKH�%ULWLVK�DSSOLFDWLRQ�IRU�PHPEHUVKLS�
LQ� WKH� ((&�� �:KDW� WKH\� KDG� EHHQ� KRSLQJ� ZLWK� UHJDUGV� WR� LQWHJUDWLRQ�ZDV�
PHUHO\�HVWDEOLVKLQJ�WUDGH�FRQQHFWLRQ�ZLWK�RWKHU�FRXQWULHV��$IWHU�KDYLQJ�EHHQ�
YHWRHG� E\� )UDQFH��8.� KDG� TXLFNO\� IRUPHG�()7$�ZLWK� WKH� FROOREUDWLRQ� RI�
3RUWXJDO�� ��+RZHYHU��ERWK�FRXQWULHV�KDG�ODWHU�EHFRPH�PHPEHUV�RI�WKH�((&�
ZKLFK�ZDV�LQFUHDVLQJO\�EHFRPLQJ�D�SROH�RI�DWWUDFWLRQ�IRU�WKH�IUHH�WUDGH��

����� LV� WKH� \HDU� WKDW� VLJQLILHV� DVSLUDWLRQV� IRU� IXUWKHU� LQWHJUDWLRQ� LQ�(XURSH�
ZKHUH� D� UHVROYH� IRU� D� SRVVLEOH� (FRQRPLF� DQG� 0RQHWDU\� 8QLRQ� ZDV�
PDQLIHVWHG�� �'HORUV� UHSRUW�ZDV�SXEOLVKHG� LQ������� XQGHUO\LQJ� WKH� FRPSOH[�
DUUDQJHPHQWV� DQG� VWDJHV� IRU� DQ� LQWHQGHG� (FRQRPLF� DQG� 0RQHWDU\� 8QLRQ��
�(08��LQ�(XURSH���7KHQ�FDPH�WKH�0DDVWULFKW�VXPPLW��������GXULQJ�ZKLFK�
WKH�IDWH�RI�IXWXUH�RI�(08�DQG�IXUWKHU�(XURSHDQ�LQWHJUDWLRQ�ZHUH�GHSHQGHQW�
XSRQ�� �1RW�VXUSULVLQJO\�� WKHUH�KDV�EHHHQ�VWURQJ�RSSRVLWLRQ�E\�8.��DQG�8.�
ZDV� VXSSRUWHG� LQ� WKLV� UROH�PDLQO\� E\�'HQPDUN�� � 7KHVH� WZR�QDWLRQV�� NQHZ�
WKDW� SUHYHQWLQJ� (08� 3URMHFW� DOWRJHWKHU� ZRXOG� KDYH� SRVVLEOH� ODWHU�
UDPLILFDWLRQV�IRU�WKHP��LQVWHDG�RI�XVLQJ�WKHLU�YHWR�SRZHU��WKH\�KDG�FKRVHQ�WR�
RSW�RXW�RI�(08�3URMHFW�DOWRJHWKHU��%DVLFDOO\�� WZR�FRXQWULHV�ZHUH�JLYHQ�WKH�
ULJKWV� WR� VWD\� DZD\� IURP� (08� DQG� UHODWHG� LQVWLWXWLRQV� DV� ORQJ� DV� WKH\�
GHFLGHG�WR�GR�VR���$IWHU�WKH�ODXQFK�RI�WKH�(08�DQG�FUHDWLRQ�RI�(XUR��8.�KDV�
QHYHU� FRQVLGHUHG� WKH� SRVVLELOLW\� RI� MRLQLQJ� WKH� (08�� EXW� LQFUHDVLQJO\�
EHFDPH�FULWLFDO�RI�GHHSHQLQJ�DQG�ZLGHQLQJ�SURFHVV�RI�(XURSHDQ�,QWHJUDWLRQ���

:KHQ�RSSRVLWLRQ�ZHUH�EHLQJ�DGUHVVHG�WR�D�GRPHVWLF�DXGLHQFH�E\�D�SROLWLFLDQ�
ZLWK�FRQVHUYDWLYH�DIILOLDWLRQ��WKH�WRQH�RI�WKH�VSHHFK�ZRXOG�RIWHQ�KDYH�WXUQHG�
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WR� KDUVK� FULWLFLVP� RI� (8� LQVWLWXWLRQV� DQG� WR� DFFRXQWLQJ� IRU� WKH� DOOHJHG�
GDPDJH�FDXVHG�E\�(8�,QVWLWXWLRQV��SROLFLHV�DQG�UHJXODWLRQV�DOLNH���7KH�SXEOLF�
SHUFHSWLRQ�ZHUH�LQFUHDVLQJO\�VKLIWLQJ�WRZDUGV�WKH�UKHWRULF�WKDW�TXRWHV�DV�³(8�
LV�DOZD\V�DVNLQJ�XV�ZKDW�WR�GR�DQG�ZH�DUH�EHFRPLQJ�LQUHDVLQJO\�GHSHQGHQW�
RQ� (8� DQG� HQGLQJ� LQ� DV� D� ORVHU� LQ� WKH� SURFHVV´�� � 7KLV� W\SH� RI� UKHWRULFDO�
JULHYHDQFHV�KDG�EHHQ�JDLQLQJ�PRPHQWXP�DIWHU�WKH�0DDVWULFKW�SURFHVV�DQG�LQ�
WXUQ�KDG�IXUWKHU�EURXJKW�SROLWLFDO�WHQVLRQV�WR�WKH�QHZ�KHLJKWV�E\�GHPDQGLQJ�D�
UHYROXWLRQDU\�FKDQJH� LQ�8.¶V�SUHVHQW� UHODWLRQV�ZLWK�WKH�(8�� WKH�FHOHEUDWHG�
SKUDVH�NQRZQ�DV�WKH�³%5(;,7�´����

,PPHGÕDWH�(FRQRPÕF�$QG�3ROÕWÕFDO�,PSDFW�2I�([ÕW�'HFÕVÕRQ�

8QFHUWDLQW\�DQG�'LVDSSRLQWPHQW�

/HJDO�SURFHHGLQJV� IRU�FRPSOHWLRQ�RI�HQGLQJ�8.¶V�PHPEHUVKLS�DUH�GHILQLWH�
DQG�WKH\�KDYH�EHFRPH�OHJDOO\�ELQGLQJ�HYHU�VLQFH�8.�KDYH�WULJJHUHG�DUWLFOH�
��� RI� /LVERQ� DJUHHPHQW�� (YHQ� WKRXJK� %ULWLVK� GHFLVLRQ� PDNHUV� GHFLGHG� WR�
LQYRNH�WKH�IDPRXV�DUWLFOH�����WKLV�SURFHVV�LQLWLDWHG�E\�%ULWLVK�3ULPH�0LQLVWHU�
LV�D�OHQJWK\�SURFHVV�DQG�LV�QRW�OLNHO\�WR�EH�FRPSOHWHG�LQ�OHVV�WKDQ�WZR�\HDUV��
,URQLFDOO\��8.�LV�ERXQG�E\�WKH�UXOHV�DQG�SURFHGXUHV�RI�WKH�(8�VR�ORQJ�DV�WKH�
GLVLQWHJUDWLRQ�SURFHVV� LV� LQFRPSOHWH��'HVSLWH� WKH�PDVVLYH� HIIRUWV� IURP�SUR�
(XURSHDQ�VXSSRUWHUV�WR�JHW�D�VHFRQG�FKDQFH�WR�UHPDLQ�LQ�(8��WKLV�SRVVLELOLW\�
KDV� DOPRVW� EHFRPH� XQWHQDEOH� DIWHU� WKH� FRPPHQFHPHQW� RI� QHJRWLDWLRQV���
)ROORZLQJ� WKH� UHIHUHQGXP�� WKH� ³UHPDLQ´� FDPS� ODXQFKHG� D�PDVVLYH� RQ� OLQH�
FDPSDLJQ� WKURXJK� VLJQLQJ� D� MRLQW� SHWLWLRQ� WR� LQYRNH� IRU� WKH� VHFRQG�
UHIHUHQGXP�� $OPRVW� DIWHU� RQO\� WKUHH� GD\V� RI� LQLWLDO� UHIHUHQGXP�� RYHU� WZR�
PLOOLRQ� SHRSOH� KDYH� UHSRUWHGO\� VLJQHG� WR� HQGRUVH� D� QHZ� UHIHUHQGXP� RQ�
%UH[LW��$FFRUGLQJ�WR�WKH�YDULRXV�VRXUFHV�RI�PHGLD�UHSRUWV��LPPHGLDWHO\�DIWHU�
WKH�UHIHUHQGXP�PDQ\�SHRSOH�DOOHJHGO\�FDPH�RXW�WR�FODLP�WKDW�WKH\�KDG�EHHQ�
PDQLSXODWHG� E\� OHDYH� FDPSDLJQ�� DQG� WKH\� H[SUHVVHG� WKHLU� UHJUHWV� DQG�
GLVDSSRLQWPHQWV� IRU� YRWLQJ� WR� OHDYH�� ,W� KDV� DOVR� EHHQ� UHSRUWHG� WKDW� DQ�
LPSRUWDQW� VHJPHQW� RI� SHRSOH� VLJQHG� D� SHWLWLRQ� GHPDQGLQJ� IRU� D� QHZ�
UHIHUHQGXP�DUH�WKRVH�ZKR�KDG�DOUHDG\�YRWHG�IRU�³OHDYH´�RSWLRQ�EXW�KDG�EHHQ�
UHJUHWWLQJ�GHHSO\�HYHU�VLQFH�WKH�DFFRPSDQ\LQJ�QHJDWLYH�LPSOLFDWLRQV�VWDUWHG�
WR�VKRZ�XS�ULJKW�DIWHU�WKH�UHIHUHQGXP��7KHUH�DUH�IDFWXDO�UHVXOWV�FDQ�EH�GUDZQ�
XSRQ� WKLV� GHYHORSPHQW�� )LUVW� RI� DOO�� RQJRLQJ� %ULWLVK� OHDGHUVKLS� KDYH�
FDWHJRULFDOO\� XQGHUOLQHG� WKDW� WKHUH� LV� QR� SRVVLELOLW\� RI� DQRWKHU� UHIHUHQGXP��
+DYLQJ� GLVDSSRLQWHG�ZLWK� WKH� RXWFRPH�� (8� JRYHUQDQFH� KDYH� DOVR� LPSOLHG�
WKDW� WKH\� ZRXOG� QRW� ZHOFRPH� DQ� RSWLRQ� IRU� DQRWKHU� UHIHUHQGXP� EXW� WKH\�
ZRXOG�UDWKH�KDYH�OLNHG�WR�VHH�%ULWLVK�3ROLW\�LQYRNHG�WKH�DUWLFOH�ILIW\�DV�VRRQ�
DV� SRVVLEOH� DQG� QHJRWLDWLRQV� IRU� WKH� WHUPV� DQG� FRQGLWLRQ� RI� WKH� H[LW�
FRPPHQFHG��7KH�IDFW�WKDW�QHJRWLDWLRQ�SURFHVV�KDV�RIILFLDOO\�EHHQ�XQGHUZD\�
DOUHDG\� IXUWKHU�� GLVFXVVLRQ� RI� D� QHZ� UHIHUHQGXP� EHFRPHV� VHOI�GHIHDWLQJ�
DUJXPHQW��
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2Q� WKH� RXWVHW�� OHW� XV� ORRN� DW� WKH� K\SRWKHWLFDO� FDVH� ZKHUH� VRPHKRZ� 8.�
ILQDOO\� ZRXOG� UHPDLQ� LQ� (8�� ,W� LV� KLJKO\� XQOLNHO\� WKDW� ORQJ� UXQ� QHJDWLYH�
RXWORRN�LV�JRLQJ�WR�WXUQ�LQWR�D�SRVLWLYH�WUDMHFWRU\�ZKHUH�LQYHVWPHQW�VHQWLPHQW�
DQG�H[SHFWDWLRQV�DUH�VRXQGO\�LQ�KDUPRQ\�WR�UHIOHFW�SURVSHULW\��HVSHFLDOO\�IRU�
WKH� SDUW� RI� 8.�� ([SHFWDWLRQV� DUH� IRUPHG� RQ� VROLG� HYLGHQFH� DQG� 8.¶V�
GLVFRQWHQW� ZLWK� (8�PHPEHUVKLS� DQG� XQGHUO\LQJ� GHHSHU� LQWHJUDWLRQ� ZLWKLQ�
(8�KDYH�EHHQ�WKHUH�IRU�PDQ\�GHFDGHV�DQG�LW�KDV�EHHQ�HQGRUVHG�IRUPDOO\�E\�
WKH�RXWFRPH�RI�WKH�UHFHQW�UHIHUHQGXP��7KH�VKRUW�UXQ�UHVSRQVHV�IURP�PDUNHW�
IRUFHV� WKHUHE\� DUH� ZDWHU� WLJKW� SURRI� RI� HURVLRQ� LQIOLFWHG� RQ� WKH� 8.¶V�
HFRQRPLF� FUHGLELOLW\� YHUVXV� FUHGLELOLW\� RI� SROLF\PDNHUV�� 7KH� )LQFK�� WKH�
FUHGLW�UDWLQJ�LQVWLWXWLRQ¶V�GHFLVLRQ�WR�UHPRYH�D�SOXV�IURP�8.¶V�$$�UDWLQJ�LV�
FHQWUDO� WR� WKLV� ELDV�� � ,W� LV� XS� WR� WKH� %ULWLVK� OHDGHUVKLS� DQG� RWKHU� SLOODUV� RI�
JRYHUQDQFH� WR� OHDG� WKH� FRXQWU\� LQ� ULJKW� GLUHFWLRQ�ZLWK� D�EDODQFHG� UHPHGLDO�
FRQGXFW�� DQG� HFRQRPLF� VWDELOLW\�� EXW� WKH� HOHPHQWV� RI� XQFHUWDLQW\� DQG�
XQGHUPLQHG�FUHGLELOLW\�FDQQRW�GLVDSSHDU�DOO�DW�RQFH��)RU�WKH�(8�JRYHUQDQFH�
WU\LQJ� WR� JUDSSOH� ZLWK� WKH� DQWL�LPPLJUDWLRQ� DQG� DQWL�(XURSHDQ� LQWHJUDWLRQ�
VHQWLPHQW� WKDW�KDV�EHHQ�DFFHODUHWHG�ZLWK� WKH�RXWFRPH�RI� WKH�UHIHUHQGXP�� LW�
ZRXOG�KDYH�SURYLGHG� OLWOH�FRPIRUW�HYHQ� LI�8.�HYHQWXDOO\� UHPDLQHG� LQ�8.��
(FRQRPLF� RXWORRN� LQ� JHQHUDO� DQG� PDWWHUV� FRQFHUQLQJ� WUDGH� LQ� JRRGV� DQG�
VHUYLFHV�LQ�SDUWLFXODU�ZRXOG�QRW�KDYH�SURVSHUHG�RYHU�QLJKW�DV�ZHOO���

,W� LV� XQGHUVWRRG� WKDW� D� JUHDW� QXPEHU� RI�8�.�� FLWL]HQV�ZLWK� IRUPHU�PLJUDQW�
LGHQWLW\��SHRSOH�OLNH�WKDW�RI�,QGLDQ��3DNLVWDQ��:HVW�,QGLHV�DQG�$IULFDQ�RULJLQV�
KDYH�VHOHFWLYHO\�YRWHG�LQ�IDYRXU�RI�([LW�EHOLHYLQJ�WKDW�GRLQJ�VR�ZRXOG��DOORZ�
WKHP� WR� HQMR\� D� EHWWHU� VRFLDO� DQG� SROLWLFDO� HQYLURQPHQW� LQ� SRVW� VHWWOHPHQW�
SHULRG��7KHLU� UHDVRQLQJ�SDUWLDOO\�ZRXOG�GHSHQG�RQ� WKH� IDFW� WKDW� VXSSUHVVHG�
LQWUD�(�8��ODERXU�IORZV�ZRXOG�KHOS�PLWLJDWH�WKH�GLVFULPLQDWRU\�SROLFLHV�DQG�
SUDFWLFHV� WR� D� JUHDWHU� H[WHQW�� 7KH� RSSRVLWLRQ� EHFRPHV� PRUH� FRQVSLFRXV�
DJDLQVW� (DVWHUQ� (XURSHDQ� FRXQWULHV� IURP� (8� IURP� ZKLFK� ODUJH� PLJUDQW�
LQIORZV� KDYH� HPHJHG�� � 7KH� URRWFDXVHV� RI� WKHLU� JULYLDQFHV� ZHUH� WRWDOO\�
GLIIHUHQW� WKDQ� WKRVH� RI� :KLWH� %ULWLVK� %UHH[LWHUV� RI� ZKRP� YHU\PXFK�
GRPLQDWHG�WKH�DJHQGD���*LYHQ�WKH�H[LVWLQJ�UDFLDO�WHQVLRQV�DOUHDG\�WKUHDWHQLQJ�
WKH� FRPPXQLWLHV� ODGHQ� ZLWK� PRUH� [HQRIRELD�� LQFUHDVLQJ� :KLWH� (XURSHDQ�
SRSXODWLRQ� WKH\� VXSSRVHGO\� EHOLHYHG� FRXOG� PDNH� WKH� WKLQJV� ZRUVH� LQ� WKH�
ORQJ�UXQ�� �7KLV�PRGH�RI� WKLQNLQJ� LQFOXGHV� WKHQ�� UHGXFHG�IORZV�ZRXOG�KDYH�
SUHHPSWHG�WKHLU�IUDJLOH�SRVLWLRQ�GH�IDFWR�����������

,PPHGLDWH�,PSDFW�RI�WKH�5HIHUHQGXP�RQ�0DUNHW�)RUFHV��

7KH�PDUNHW� IRUFHV� KDYH� UHVSRQGHG� WR� WKH� RXWFRPH� RI� WKH� UHIHUHQGXP�ZLWK�
HQRXUPRXV�VSHHG�DQG�PDJQLWXGH�LQ�DQ�XQSUHFHGHQWHG�ZD\��WR�WKH�VXUSULVH�RI�
HYHQ�WKH�PRVW�FDXWLRXV�HFRQRPLVW�DQG�RU�PDUNHW�DQDO\VW��,Q�D�PDWWHU�RI�WZR�
GD\V�� VKDUS� IDOO� DJDLQVW� PDMRU� FXUUHQFLHV� EHJDQ� DQG� LW� ZDV� DPRXQWLQJ� WR�
VL[WHHQ�SHUFHQW��%ULWLVK�SRXQG�KDG�VZLIO\�UHDFKHG�ORZHVW�YDOXH�LQ�D�VHULHV�RI�
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GHSUHFLDWLRQ�DJDLQLVW�86�GROODU�IRU�SDVW�WKLUW\�\HDUV��+6%&�ZDV�TXLFN�WR�MRLQ�
WKH� EDQGZDJRQ� E\� DQQRXQFLQJ� WKDW� WKH\� ZHUH� JRLQJ� WR� PRYH� WKHLU�
PDQDJHPHQW�WHDP�IURP�/RQGRQ�WR�3DULV��$�7DLZDQDLVH�FRPSDQ\�VRRQ�DIWHU�
DQQRXQFHG�WKDW�WKH\�GHFLGHG�WR�IUHH]H�IXWXUH�LQYHVWPHQW�FRQWUDFWV�LQ�8.��2Q�
WKH�RWKHU�KDQG��WKH�FUHGLW�UDWLQJ�DJHQFLHV�EHJDQ�WR�LPSOLFDWH�WKH�IXWXUH�ULVNV�
LQ� %ULWLVK� HFRQRP\� ZLWK� D� SDUWLFXODU� UHIHUHQFH� WR� LQYHVWPHQW�� 7KH� VWRFN�
H[FKDQJH� PDUNHWV� KDYH� EHHQ� VKDNHQ� E\� RQ� UHFHLYLQJ� WKH� UHVXOW� RI� %UH[LW�
UHIHUHQGXP��VKDUS�IDOOV�UHFRUGHG�GRPHVWLFDOO\��IROORZHG�E\�VXGGHQ�DQG�VKDUS�
IDOOV�LQ�VHFXULW\�SULFHV�LQ�PDMRU�PDUNHWV�DFURVV�WKH�JOREH��+RZHYHU��PRVW�RI�
WKH�PDMRU�PDUNHWV�KDYH�UHJDLQHG�VWUHQJWK�IROORZLQJ�WKH�LPPHGLDWH�IDOORXW�E\�
UHVSRQGLQJ� WR� UHVWRUH� WKH� VHFXULW\� SULFHV�� $PLG� WKH� QHJDWLYH� SROLWLFDO� DQG�
EXVLQHVV�VHQWLPHQW� LQ� WKH�8.�� WKH�DQQRXQFHPHQW�PDGH�E\� WKH�3UHVLGHQW�RI�
%DQN� RI� (QJODQG� VHHPV� WR� KDYH� DSSHDVHG� WKH� QHJDWLYH� VHQWLPHQWV� DQG�
VHFXULW\�PDUNHWV�KDYH�UHVSRQGHG�SRVLWLYHO\�E\�VRRQ�WUHQGLQJ�E\�ULVLQJ�SULFHV��
7KH�&HQWUDO�%DQN�GLVFORVHG�KHUHE\�WKHLU�LQWHQWLRQ�RI�HDV\�PRQH\�SROLF\�VRRQ�
WR�FRPH� LQ�QHDU� IXWXUH�� �7KH�XQGHUO\LQJ�UHOLHI�SODQ� LV� WR�FXW� LQWHUHVW�UDWH� WR�
VWLPXODWH�LQYHVWPHQW�DQG�VSHQGLQJ�WR�DYRLG�D�VKDUS�VKRFN�RI�UHFHVVLRQ�DQG�DW�
OHDVW�PDNH�XS�IRU�VRPH�QHJDWLYH�LPSDFW�FUHDWHG�E\�XQFHUWDLQW\���$JDLQVW�WKH�
EDFNGURSV�RI� LQHIILFLHQW�SDUW\�SROLWLFDO�VWUXFWXUH�DQG�SRRU�OHDGHUVKLS�LQ�8.�
WKDW�OHG�WR�HFRQRPLF�WXUPRLO�DQG�SROLWLFDO�IDOORXW��WKH�ZLVGRP�DQG�H[SHULHQFH�
VKRZQ�E\�%DQN�RI�(QJODQG�LV�H[FHSWLRQDO�DQG�GHVHUYHV�FUHGLW�LQ�WKLV�UHJDUG��
&RQFHUQLQJ� WKH� DZDLWLQJ� IXWXUH� GHDO� ZLWK�8.�� (8¶V� UHVROYH� IRU� D� WRXJKHU�
UHVROXWLRQ� LV� DOVR� D� GULYLQJ� IRUFH� WR� XQGHUPLQH� LQWHUQDWLRQDO� EXVLQHVV�
FUHGLELOLW\�VLQFH�³WKH�VLQJOH�PDUNHW�SDUWLFLSDWLRQ´�GHDO�VHHPV�WR�EH�QR�PRUH�
YLDEOH�RSWLRQ�IRU�WKH�8.�XQGHU�WKH�JLYHQ�FLUFXPVWDQFHV��7KH�SUHVLGHQW�RI�(8�
&RXQFLO�KDV�FODULILHG�WKDW�PXUN\�SRLQW�E\�SURQRXQFLQJ�WKHLU�UHVROYH�TXRWLQJ�
WKDW��³QR�IUHHGRRP�RI�PRYHPHQW��QR�VLQJOH�PDUNHW�GHDO´���

�3ROLWLFDO�6HQWLPHQW�8SRQ�([LW�'HFLVLRQ�

'HVSLWH� WKH� IDFW� WKDW� D� OHDGHUVKLS� GHILFLW� KDG� HPHUJHG� ZLWKLQ� WKH�
&RQVHUYDWLYH�3DUW\�DV�D�GLUHFW�RXWFRPH�RI�WKH�UHIHUHQGXP��XQIROGLQJ�HYHQWV�
DQG� FKDOODQJHV� IRU� WKH� OHDGHUVKLS� SRVLWLRQ� KDYH� JRQH�ZD\� RXW� RI� KDQG� IRU�
EHLQJ�GHHSO\�LQ�FRQWUDGLFWLRQ�ZLWK�WKH�GHFODUHG�YDOXHV�DQG�SULQFLSOHV�RI�WKH�
PRVW� LQIOXHQWLDO� SROLWLFDO� SDUW\� LQ� WKH� 8.�� 7KHUHVD�0D\� ZDV� IURP� UHPDLQ�
FDPS� DQG� KDG� EHHQ� VHUYLQJ� DV� VHFUHWDU\� RI� VWDWH�� VHHPHG� WR� KDYH�ZLVGRP��
VHQVH� RI� UHVSRQVLELOLW\� DQG� H[SHULHQFH� WR� OHDG� FRQVHUYDWLYH� SDUW\� DQG�
JRYHUPHQW�DIWHU� WKLV�GUDPDWLF�SRVW�%UH[LW� UHIHUHQGXP�IDOORXW��1HYHUWKHOHVV��
MXVW�RQH�\HDU�DIWHU�ULVLQJ�WR�SRZHU��VKH�DSSHDUHG�WR�KDYH�KDG�ORVW�D�JUHDW�GHDO�
RI� VWUHQJWK� IROORZLQJ�D�GLVDVWURXV� HOHFWLRQ� UHVXOW� IRU�KHU�SDUW\�� ,Q� IDFW�� VKH�
KHUVHOI�KDG�LQYHQWHG�WKH�YHQWXUH�RI�WKLV�VR�FDOOHG�VQDS�HOHFWLRQ�LQ�WKH�KRSH�RI�
UHLQYLJXUDWLQJ� KHU� DXWKRULW\� DQG� LWV� UHOHYDQFH� LQ� WKH� SDUW\� OHDGHUVKLS�� \HW�
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LURQLFDOO\�WKH�WKH�UHVXOW�ZDV�FRQWUDSURGXFWLYH�DQG�HYHQ�KHU�IXWXUH�DV�D�OHDGHU�
ZLWKLQ�WKH�&RQVHUYDWLYH�3DUW\�ZDV�DW�VWDNH���

/DERXU� SDUW\� KDG� DOVR� VXIIHUHG� IURP� SRVW�%UH[LW� SROLWLFDO� ODQGVOLGH�� $V� D�
FRQVHTXHQFH�� OHJLWLPDF\� RI� RQJRLQJ� SDUW\� OHDGHUVKLS� ZHUH� SXW� RQ� WKH�
VSRWOLJKW�VLQFH�PDMRULW\�RI�ODERXU�UHSUHVHQWDWLYHV�LQ�WKH�+DXVH�RI�&RPPRQV�
GHFODUHG�QR�FRQILGHQFH�LQ�&RUE\Q�DV�D�SDUW\�OHDGHU����+RZHYHU��LW�LV�QRW�WKH�
IRUPDO� ZD\� KRZ� WKH� OHDGHUVKLS� LV� PRWLRQHG� ZLWKLQ� WKH� SDUW\� FRQYHQWLRQ��
SDUW\� OHDGHUVKLS� LV� LQVWHDG� GHWHUPLQHG� E\� WKH� YRWH� RI� ZLGHU� SXEOLF�
UHSUHVHQWDWLRQV� IURP� WKHLU� FRQVWLWXHQFLHV�� ,W� LV� EHOLHYHG� WKDW� ZKLOH� KH� KDG�
GUDPDWLFDOO\� ORVW� FRQILGHQFH� LQ� &RPPRQV� E\�03V� RI� KLV� RZQ� SDUW\� EDFN�
WKHQ�� KH� FRQWLQRXV� WR� HQMR\� RYHUZKHOPLQJ� VXSSRUW� IURP� JUDVV� URRWV�
HVWDEOLVKPHQWV� OLNH� WUDGH� XQLRQV� DQG� RWKHU� DIILOLDWLRQV�� <HW�� ZKLOH� /DERXU�
3DUW\�KDG�FRPH�RXW�DV�D�VHFRQG�SDUW\�DIWHU�WKH�VQDS�HOHFWLRQ��WKH�UHVXOW�ZDV�
WUHDWHG� DV� D� YLFWRU\�ZLWK�ZKLFK� WKH\�ZHUH� DEOH� WR� LQFUHDVH� WKHLU� YRWHV� DQG�
VHDWV� LQ� 3DUOLDPHQW�� EXW�PRVW� LPSRUWDQW� RI� DOO�� WKH\� SUHYHQWHG�7RUU\� 3DUW\�
IURP�EHLQJ�DEOH�WR�IRUP�D�PDMRULW\�JRYHUPHQW�E\�WKHQ��

6RFÕR�(FRQRPÕF�,PSOÕFDWÕRQV�2I�8N�/HDYÕQJ�(X�

3ROLWLFDO� ,PSOLFDWLRQV� RI� /HDYLQJ� (8�� ,PSOLFDWLRQV� IRU� 86$� DQG� (8�
3ROLF\�0DNLQJ�

7KH� GHFLVLRQ� RI� %ULWLVK� 3XEOLF� E\� WKH� UHIHUHQGXP� KDV� VHQW� VKRFN� ZDYHV�
WKURXJK� WKH�SROLWLFDO�FLUFOHV� DQG� ILQDQFLDO�PDUNHWV� LQ�86$�DV� LW� GLG�DFURVV�
WKH�ZKROH�ZRUOG��$V�2EDPD�KDG�ULJKWO\�H[SUHVVHG�LQ�D�ELG�WR�VXSSRUW�8.�WR�
VWD\�LQ�(8�SULRU�WR�UHIHUHQGXP��8.¶V�SUHVHQFH�LQ�(XURSHDQ�8QLRQ�EHFRPHV�
PRUH�RI�VWUDWHJLF� LPSRUWDQFH� IRU�86�ZKLOH� LQVLGH� UDWKHU� WKDQ�RXWVLGH�RI� LW��
7KH� LVVXH�RI�GHIHQFH� DQG� VHFXULW\�EHFRPHV�PRUH�PHDQLQIXO� IRU� WKHP�ZLWK�
WKLV�SDUW�RI�ROG�DJH�$QJOR�6D[RQ�SDUWQHUVKLS�FXOWLYDWHG�DQG�PDWXUHG�ZLWKLQ�
1$72� DOOLJLDQFH� ZKLFK� LV� DOVR� SLQHDFOH� RI� WKH� GHIHQFH� PHFKDQLVP� RI�
(XURSH�� 7KH� LQFXPEHQW� 3UHVLGHQW� '�� 7UXPS� KRYHZHU�� WRRN� D� WRWDOO\�
GLIIHUHQW� WUDMHFWRU\� FRQFHUQLQJ� 8.¶V� SRVLWLRQ� LQ� (XURSH�� FODLPHG� WKDW� KH�
SUHIHUUHG�8.�UHPDLQHG�RXWVLGH�WKH�(8��<HW��WKLV�QHZ�DSSURDFK�FRQFHUQLQJ�
(XURSH�DQG�8.�GRHV�QRW�DSSHDU�WR�EH�FRPSDWLEOH�ZLWK�WKH�DJH�ROG�SROLWLFDO�
WUDGLWLRQ�LQ�86���$QJHOD�0HUNHO�KDG�FDUHIXOO\�DQG�FORVHO\�EHHQ�PRQLWRULQJ�
WKH�GHYHORSPHQWV�LQ�8.�VRRQ�DIWHU�'��&DPHURQ¶V�KLQWLQJ�DW�D�SRVVLELOLW\�RI�
D�UHIHUHQGXP��+DYLQJ�H[SHULHQFHG� WUDXPDWLF�GHYHORSPHQWV� LQ�(XURSH�VXFK�
DV�PDVVLYH�IORZV�RI�UHIXJHHV�DQG�PLJUDQWV�IURP�WURXEOHG�DUHDV�RI�WKH�ZRUOG��
WKH�H[LW�GHFLVLRQ�ZRXOG�SUHVHQW�DQRWKHU�FKDOODQJH�WR�SXOO�WRJHWKHU�(XURSHDQ�
8QLRQ�LQ�XQLW\��,W�LV�LPSRUWDQW�IURP�WKLV�SHUVSHFWLYH�WKDW�QHJRWLDWLRQ�SURFHVV�
VKRXOG�EH� UXQ� LQ� D�ZD\� VR� DV�QRW� WR� IXUWKHU�GDPDJH�(XURSHDQ� ,QWHJUDWLRQ��
7KLV� SUHVHQW� SLFWXUH� DOVR� UHSUHVHQWV� D� GLOHPPD� IRU� (8� SROLF\� PDNHUV� LQ�
ILQGLQJ� ZD\V� DV� WR� KRZ� WR� GHWHUPLQH� EDVLF� SULQFLSOHV� IRU� WKH� VSOLW�XS�
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SURFHVV��)RU�D�VPRRWK�DSSURDFK�WR�VHSDUDWLRQ��(8�PXVW�SURYLGH�D�JUHDW�GHDO�
RI�FRQFHVVLRQV�WR�8.�IRU�WKH�VDNH�RI�NHHSLQJ�FORVH�HFRQRPLF�WLHV�ZKHUHYHU�
LW� ILWV� LQ�8.¶V� LQWHUHVWV�� VXFK�DV� HQDEOLQJ� WKH�8.� WR�KDYH� DFFHVV� WR� VLQJOH�
PDUNHW�LQ�YDULRXV�IRUPV��ZKLOH�8.�ZRXOG�FRQWLQXH�WR�KROG�D�ULJKW�WR�KLQGHU�
ODERXU�PRELOLW\�� 7KH� FULWLFLVP� RQ� WKLV� LVVXH� LV� WKDW� UHGXFLQJ� WKH� OHYHO� DQG�
FKDUDFWHULVWLFV�RI� LQWHJUDWLRQ�PLJKW�EH�D�GULYLQJ�IRUFH�IRU� ORRVHQLQJ�RII� WKH�
GHJUHH�RI�(8�LQWHJUDWLRQ�VLQFH�LW�FRXOG�KDYH�SRWHQWLDOO\�UDLVHG�GHPDQGV�IRU�
PHQX�FKRLFH� W\SH�RI� LQWHJUDWLRQ�RQ� WKH�EDVLV� RI�YROXQWDULOLW\�� �&RQFHUQLQJ�
WKLV��IURP�WKH�YHU\�VWDUW��WKH�(8�DW�WKH�KLJKHVW� OHYHO�PDGH�LW�VTXDUHO\�FOHDU�
WKDW� WKH\�ZRXOG� UXOH�RXW� VLQJOH�PDUNHW� $FFHVV� IRU� 8�.�� H[�DQWH� LI� ODERXU�
PRELOLW\� LV�KDPSHUHG�� ,QGHHG�� WKLV�GLOHPPD� LV�KDUG� WR� VHWWOH� LQ� WKH� IDFH�RI�
ILUVW�PDMRU�GLVLQWHJUDWLRQ�LQ�WKH�(XURSHDQ�&RPPXQLW\��$V�D�PDWWHU�RI�IDFW��
WKH�PDMRU�(8�FRXQWULHV�DQG�SURPLQHQW�ILJXUHV�LQ�(8�KDYH�WULHG�WKHLU�XWPRVW�
WR� SUHYHQW� GLVLQWHJUDWLRQ� IURP� KDSSHQLQJ� GXULQJ� WKH� RQJRLQJ� UHIHUHQGXP�
FDPSDLJQLQJ�SURFHVV��KRZHYHU�WKHLU�XQFRQGLWLRQDO�RSWLPLVP�KDG�WR�FRPH�WR�
DQ�HQG�DV�WKH�UHDOLW\�VXJJHVWV��7KH�3UHVLGHQW�RI�(8�&RXQFLO��VSHDNLQJ�RQ�WKH�
YHU\�GHFLVLRQ�RI�VHSDUDWLRQ��H[SUHVVHG�KLV�VDGQHVV�RQ�WKH�RFFDVVLRQ��EXW�DOVR�
VWRRG�UHDOLVWLF�E\�SRLQWLQJ�DW�WKH�IDFW�WKDW�SUHVHQFH�RI�8.�LQ�(8�ZDV�QRW�D�
KDSS\� XQLRQ�� 6XSSRVHGO\�� KH� ZDV� WU\LQJ� WR� KLQW� DW� WKH� LQKHUHQW� SUREOHPV�
H[LVWHG� EHWZHHQ� (8� DQG� 8.� LQ� WKH� FRXUVH� RI� PDQ\� GHFDGHV�VR� WKDW� D�
SHUPDQHQW�VHWWOHPHQW�ZRXOG�EH�D�EHWWHU�IXWXUH�RSWLRQ�ERWK�IRU�8.�DQG�(8��
,W�ZDV�LPSOLFLW�LQ�KLV�PHVVDJH�WKDW�D�IXOO\�IOHGJHG�WLJKWHU�LQWHJUDWLRQ�LQ�(8�
KDG� QHYHU� EHHQ� JHQXLQHO\� VXSSRUWHG� E\� WKH� 8.�� ,W� FDQ� EH� VXJJHVWHG� WKDW�
UHDOL]DWLRQ�RI�%UH[LW�ZLOO�H[WHQVLYHO\�SUHHPSW�SURVSHFWLYH�RSSRVLWLRQ�E\�8.�
IRU�WKH�PDMRU�LVVXHV�DQG�SURMHFWV�ZKHUH�D�VRIW�(8�FRQVHQVXV�FRXOG�HDVLO\�EH�
UHDFKHG��,W� LV�D�VKHHU�UHDOLW\�WKDW� LQ� WKH�XQLRQ�RI����FRXQWULHV�FRQIOLFWV�DQG�
GLIIHUHQW� RSLQLRQV� DUH� DERXW� WR� HPHUJH�� \HW� FRQVXOWDWLRQ�� FRRSHUDWLRQ� DQG�
FRRUGLQDWLRQ�DOZD\V�FDQ�SDYH�WKH�ZD\�IRU�D�EURDGHU�FRQVHQVXV��$�FRQVWDQW�
RSSRVLWLRQ� IURP� RQH� SDUW\� RU� VRPH� SDUWLHV� FDQ� SRVH� D� JUHDW� REVWDFOH� IRU�
SROLF\�FRRUGLQDWLRQ�SURFHVVHV�DPRQJ�WKH�PHPEHUV��SUHYHQWLQJ�KDUPRQ\�DQG�
FRQVHQVXV�DW�WKH�KLJKHVW�OHYHO��3ROLF\�FRRUGLQDWLRQ�LV�DQ�LPSRUDWDQW�SLOODU�RI�
GHFLVLRQ�PDNLQJ�DQG�RI�H[HFXWLYH�SURFHVV�ZKHUH�PXOWLSOH�SRLQW�RI�YLHZV�DUH�
UHFRQVLOHG� DW� WKH�8QLRQ� OHYHO�� 7R� WKLV� HQG�� LQ� WKH� ORQJ� UXQ�8.¶V� H[LW� FDQ�
SURYLGH� (8� *RYHUQDQFH� ZLWK� PRUH� FRQILGHQFH� DQG� VSHHG� LQ� GHFLVLRQ�
PDNLQJ�DQG�H[HFXWLRQ�RI�SROLFLHV�ZKLOH�GH�IDFWR�IDFLOLWDWLQJ�DQG�LPSURYLQJ�
FRRUGLQDWLRQ�PHFKDQLVP�WKURXJKRXW�

&RQWURYHUVLDO�,VVXHV�DQG�2SWLRQV�

%HIRUH� UHIHUHQGXP�� %UH[LW� FDPS� VXSSRUWHG� FDWHJRULFDOO\� WKDW� 8.¶V�
FRQWULEXWLRQ� WR� (XURSHDQ�8QLRQ� %XGJHW� ZDV� LQIOLFWLQJ� VXEVWDQWLDO� FRVW� RQ�
8.¶V�RZQ�%XGJHW��DQG�EHOLHYHG�WKDW�LI�LW�KDG�EHHQ�VSHQW�RQ�PRVW�SULRULWL]HG�
DUHDV� OLNH� 1DWLRQDO� +HDOWK� 6HUYLFH� �1+6�� LW� ZRXOG� KDYH� EURXJKW� LQ�
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HQRXUPRXV�EHQHILWV�LQVWHDG��7KLV�FDWFK\�UKHWRULF�KDV�KDG�LPSUHVVLYH�LPSDFW�
RQ�SXEOLF�RSLQLRQ�RQ� WKH�HYH�RI� WKH�UHIHUHQGXP�� �2Q� WKLV��=DQJDQD��������
DUJXHV�WKDW�³WKH�VXEVFULSWLRQ�FRVW�WR�EHLQJ�DQ�(8�PHPEHU�KDV�EHHQ�D�KRWO\�
GHEDWHG� WRSLF�� DQG� LV� WKH� VHFRQG�PRVW� LPSRUWDQW� IDFWRU� IRU� OHDYLQJ� EHKLQG�
PLJUDWLRQ� DFFRUGLQJ� WR� SROOVWHUV�� (XURVFHSWLFV� DUJXH� WKDW� WKH� 8.� FRXOG�
VSHQG� WKH� PRQH\� VHQW� WR� WKH� (8� EHWWHU� DW� KRPH� RQ� SXEOLF� VHUYLFHV��
(XURSKLOHV� DUJXH� WKDW� WKH� FRVW� LV� VPDOO�� DQG� LV� HDVLO\� UHFRYHUHG� E\� WKH�
EHQHILWV� UHFHLYHG� IURP� (8� PHPEHUVKLS´� �=DQJDQD�� ������ ����� $QRWKHU�
FUXFLDO�FRVW�HIIHFW�DULVHV�WKURXJK�%UH[LW�SURFHVV�ZKLFK�KLWV�8.�XQLYHUVLWLHV�
WKURXJK� WKH� DEROLWLRQ� RI� DFHVV� WR� (8� 8QLRQ� UHVHDUFK� IXQGV� E\� WKH� 8.�
XQLYHUVLWLHV�� ,Q� IDFW�� 8.� LQVWLWXWLRQV� ZHUH� WRS� UDQNLQJ� ZKHQ� LW� FRPHV� WR�
UHVHDUFK�DZDUGV�E\�(XURSHDQ�8QLRQ��8SRQ�WKH�GHYHORSPHQWV� OLQNHG�WR�WKH�
UHIHUHQGXP�� UHSUHVHQWDWLYHV� RI� 2[IRUG� DQG� &DPEULGJH� XQLYHUVLWLHV�
H[SUHVVHG� WKHLU� GLVPD\� DQG� UHVHQWPHQW� XSRQ� WKH� SRVVLEOH� FORVXUHV� RI�
IXQGLQJ����

³%DVHG� RQ� QDWLRQDO� FRQWULEXWLRQV� GDWD� SXEOLVKHG� E\� WKH� (XURSHDQ�
&RPPLVVLRQ� IRU������� WKH�8.�PDGH�D� WRWDO� JURVV�FRQWULEXWLRQ�RI�¼����EQ�
�DSSUR[LPDWHO\������EQ���EXW�GHGXFWLQJ� WKH�8.� UHEDWH� DQG� WKH� MXVWLFH� DQG�
KRPH� DIIDLUV� �-+$�� DGMXVWPHQW� �¼���EQ��� WRRN� WKH� 8.� JRYHUQPHQW¶V�
FRQWULEXWLRQ� WR� ¼����EQ� ������EQ��� +RZHYHU�� WKH� 8.� WKHQ� UHFHLYHG�
SD\PHQWV� IRU� DJULFXOWXUH�� UHJLRQDO� GHYHORSPHQW�� 5HVDUFK� 	'HYHORSPHQW�
LQYHVWPHQW� HWF��ZRUWK� ¼���EQ�� WDNLQJ� WKH�8.¶V� QHW� FRQWULEXWLRQ� WR� ¼���EQ�
���EQ�RU��������SHU�FDSLWD�´��=DQJDQD�������������

7KHUH� LV� DQRWKHU� VLGH� RI� WKH� FRLQ�� FRQFHUQLQJ� ZHOIDUH� WHUPLQRORJ\�� (8�
FRXQWULHV�FRPELQHG�WRJHWKHU�ZLOO�KDYH�VXIIHUHG�D�ORVV�EXW�FRPSDUDWLYHO\�OHVV�
WKDQ�WKH�ORVV� LQIOLFWHG�RQ�WKH�8.��7KH�UHVW�RI�WKH�(8�KDYH�FORVH�HFRQRPLF�
WLHV�ZLWK�8.�HVSHFLDOO\�ZLWK�UHVSHFW� WR� WUDGH�DQG�IRUHLJQ�GLUHFW� LQYHVWPHQW�
�)',����*HUPDQ\¶V�WUDGH�YROXPH�YLD�8�.��LV�WKH�VWURQJHVW�DQG�WKH\�ZLOO�ORVH�
D� JUHDW� WUDGH� SDUWQHU� DW� WKH� HQG� RI� WKH� %UH[LW� SURFHVV�� )LQDQFLDO�
GLVLQWHJUDWLRQ�LV�OLNHO\� WR�FUHDWH�ERWWOHQHFNV�LQ�WKH�DUHDV�RI� LQYHVWPHQW�DQG�
ILQDQFH�LQ�WKDW�PDQ\�(XURSHDQ�FDSLWDO�FLWLHV�ZLOO�H[SHULHQFHV�VRPH�FKDQJHV�
LQ� WKHLU� ILQDQFLDO� VHWWLQJV� DQG� UHOHYDQW� UHJXODWLRQV�� ,URQLFDOO\�� %UH[LW� QRW�
RQO\�ZLOO�FKDQJH�RUJDQL]DWLRQ�RI�FLW\�RI�/RQGRQ�WR�VRPH�FHUWDLQ�H[WHQW�EXW�
DOVR� ZLOO� SUHVV� DKHDG� IRU� VRPH� PRGLILFDWLRQV� LQ� PDUNHWV� LQ� (XURSH���
3URMHFWLQJ� WKH� VFRSH� DQG�H[WHQW� RI�8.�HFRQRP\�ZLOO� HTXDOO\� EULQJ� XVHIXO�
LQVLJKW� LQWR� XQGHUVWDQGLQJ� WKH� SRWHQWLDO� FRVWV�� 7KH� %UH[LW� GHFLVLRQ� KDV�
WULJJHUHG� PRVW� KHDWHG� DUJXPHQWV� LQ� WKH� DIWHUPDWK� RI� WKH� UHIHUHQGXP�� \HW�
ERWK�FDPSV�VKRXOG�KDYH�DJUHHPHQW�RQ�WKH�IDFW�WKDW�8.�DV�D�SDUWQHU� LQ�(8�
ZDV� D� VWURQJ�� ZHDOWK\� DQG� VWUDWHJLFDOO\� LPSRUWDQW� FRXQWU\� WKDW� ZDV�
EHQHILFLDO�HFRQRPLFDOO\�IRU�(8���)LUVW�RI�DOO��8.�KDV�WKH����SHUFHQW�VKDUH�RI�
WKH�WRWDO�(XURSHDQ�8QLRQ�*'3���2Q�WKH�RWKHU�KDQG��8.
�DJJUHJDWH�GHPDQG�
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FRQVWLWXWHV� ��� SHUFHQW� RI� WKH� (XURSHDQ� 8QLRQ¶V� WRWDO� GHPDQG�� � 7KH�
LQYHVWPHQW� OLQN�DVSHFW� LV�QRW�D� OHVV� LPSRUWDQW�VXEMHFW� IRU�8.¶V� UROH� LQ�(8�
EXW�WKHUH�LV�QR�GRXEW�WKDW�VHSDUDWLRQ�ZLOO�UHYHUVH�WKH�OLQNDJH�VXEVWDQWLDOO\�LI�
VLQJOH�PDUNHW�LV�DERQGHQHG�FRPSOHWHO\�����

,PPLJUDWLRQ�LQ�WKH�+HDUW�RI�WKH�%UH[LW��5HYLHZLQJ�6RPH�)DFWV�

,PPLJUDWLRQ�KDV�RIWHQ�EHFRPH�SDUW�RI�HFRQRP\�UHODWHG�DUJXPHQWV�ZKHQHYHU�
WRXJK�WLPHV�HPHUJH�LQ�WKH�8.�HFRQRP\��:KHWKHU�LPPLJUDWLRQ�IURP�RXWVLGH�
WKH� 8.� RU� VR� FDOOHG� LOOHJDO� LPPLJUDWLRQ� RU� DVV\OXP� VHHNHUV�EXW� WKH�
VHQWLPHQW�RI�GLVVHQW�KDYH�IDOOHQ�RQ�WR�DQRWKHU�YHUVLRQ�RI�LPPLJUDWLRQ��/DERU�
PRYHPHQW�IURP�LQVLGH�WKH�(8��,Q�WKLV��LPPLJUDQWV�IURP�3RODQG�KDYH�GUDZQ�
PRVW�DWWHQWLRQ� LQ�SDUWLFXODU��$�JURZLQJ�QXPEHU�RI�PHPEHUV�RI�SXEOLF�KDG�
EHHQ�VWDQGLQJ�DJDLQVW�WKLV�W\SH�RI�OHJDO��OHJLWLPDWH�LPPLJUDWLRQ�IURP�LQVLGH�
WKH�(8��7KLV� W\SH� UHYROWLQJ� LV� DW� RGGV�ZLWK� WKH�YHU\� IRXQGDWLRQV�RI� VLQJOH�
PDUNHW�RI�(FRQRPLF�8QLRQ�ZKLFK�WRRN�PDQ\�GHFDGHV�WR�FRQVWUXFW�QRU�LV�LW�
LQ�OLQH�ZLWK�(XURSHDQ�WUDGLWLRQV��0LJUDWLRQ�VKRXOG�QRW�EH�YLHZHG�DV�D�PDMRU�
VRXUFH�RI�VSUHDGLQJ�QHJDWLYH�VKRFNV��WR�OHDYH�EHKLQG�VSLOO�RYHU�HIIHFWV��EXW�
LW�LV�DQ�LQWHJUDO�SDUW�RI�VLQJOH�PDUNHW�WKDW�FDQ�DFW�DV�D�IDFLOLWDWRU�LQ�DFWLQJ�DV�
D�VKRFN�DEVRUEHU�RQ�WKH�FRQWUDU\��7KH�KLJK�UDQNLQJ�(8�UHSUHVHQWDWLYHV�KDG�
PDGH�LW�FOHDU�DIWHU�WKH�%UH[LW�GHFLVLRQ�WKDW�IUHH�ODERXU�PRYHPHQW�FDQQRW�EH�
FRPSURPLVHG� E\� DQ\� PHDQV�� (YHQ� DQ\� NLQG� RI� KLQGUDQFH� WR� IUHH� ODERXU�
PRELOLW\�LV�OLNHO\�WR�SXOO�D�PXFK�OHVV�IDYRXUDEOH�GHDO�IRU�8.�ZLWK�UHVSHFW�WR�
WUDGH�DQG�)',�DQG�RWKHU�VHFWRUV�RI�HFRQRP\��+HQFH��JUDQWLQJ�VLQJOH�PDUNHW�
ZLWK�WUDGH�DQG�LQYHVWPHQW�ZLWK�VDPH�H[DFW�VWDWXV�RI�(8�PHPEHUVKLS�ZRXOG�
DSSHDU� WR� EH� XQOLNHO\� DIWHU� WKH� %UH[LW� QHJRWLDWLRQV�� 8.� WHQGV� WR� SXVK�
IRUZDUG� IRU� D� IUHH� WUDGH� GHDO� DW� WKH� ORZHVW� OHYHO� UDWKHU� WKDQ� FODLPLQJ� IRU�
FXVWRPV�XQLRQ�DV�D� UHDO� IRUP�RI� WUDGH� LQWHJUDWLRQ��5HJDUGLQJ� LPPLJUDWLRQ��
WKHUH�LV�QRW�PXFK�HYLGHQFH�JDWKHUHG�WR�VXSSRUW�WKH�SUHSRVLWLRQ�WKDW�IRUHLJQ�
ZRUNHUV¶� VWLII� FRPSHWLWLRQ� DJDLQVW� GRPHVWLF� ODERXU� IRUFH� JHQHUDWHV�
LQEDODQFHV� LQ� ODERXU�PDUNHWV��<HW�� LPPLJUDQW�ZRUNHUV� FRQWULEXWH� WR�SXEOLF�
H[SHQGLWXUHV� E\� SD\LQJ� WKHLU� WD[HV� DV� WKH� RWKHU� GRPHVWLF� IHOORZ� ZRUNHUV��
7KH\�DUH�DOOHJHGO\�EHLQJ�EXUGHQ�RQ�SXEOLF�IXQGV�LV�D�FODLP�XQIRXQGHG�VLQFH�
WKHLU�FRQWULEXWLRQ�LV�PXFK�KLJKHU�WKDQ�ZKDW�WKH\�FODLP�IURP�SXEOLF�IXQGV�DV�
EHQHILWV�� =DQJDQD� ������� UHSRUWLQJ� RQ� LPPLJUDWLRQ� LQ� WKH� VDPH� OLQH� RI�
WKLQNLQJ��WKDW�³(8�PLJUDWLRQ�LV�WKH�8.¶V�ELJ�QRQ�FULVLV��,W�KDV�FRQWULEXWHG�WR�
D�SHUFHLYHG�SUREOHP�ZKLFK�SROLWLFLDQV�KDYH�DWWHPSWHG�WR�FDSLWDOLVH�RQ��EXW�LV�
LQ� IDFW�QRW�D�PDMRU�FRQFHUQ�DQG� IURP�DQ�HFRQRPLF�VWDQGSRLQW�KDV�EURXJKW�
EHQHILWV��7KLV�LV�HVSHFLDOO\�WKH�FDVH�DV�(8�PLJUDQWV�WHQG�WR�DUULYH�WR�ZRUN��
SD\� WD[HV�� DQG� HDVH� WKH� EXUGHQ� RI� DQ� DJHLQJ� SRSXODWLRQ´� �=DQJDQD�� ������
�����

6RPH�6WDWLVWLFDO�)DFWV�$ERXW�8�.��,PPLJUDWLRQ�
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6RPH�LQVLJKWIXO�SRLQWV�FDQ�EH�H[WUDFWHG�IURP�WKH�GDWD�GHULYHG�IURP�7DEOH���
DQG�7DEOH���� �6WULNLQJO\�� WKH�(8� LPPLJUDQWV� LQ�8.�DUH� UHODWLYHO\�\RXQJHU�
ZLWK�VLJQLILFDQWO\�KHDOWK\�UDWH�RI�HPSOR\PHQW�DQG�WKLV�OHYHO�RI�SHUIRUPDQFH�
VWUHQJWKHQV�DQG�DGGV�G\QDPLVP�WR�8.�ODERXU�PDUNHW���

7DEOH� ��� (GXFDWLRQ� DQG� LPPLJUDQW� VWDWXV� �ZRUNLQJ� DJH� SRSXODWLRQ��
�����

$JH� ILQLVKHG�
HGXFDWLRQ���������

8.�
%RUQ�������

(8�
LPPLJUDQWV�����

$��
LPPLJUDQWV��

$OO�
LPPLJUDQWV

+LJK������RU�ROGHU���������������������� ��� ��� ���
0HGLXP��������������������������������� ��� ���� ���
/RZ�����RU�XQGHU������������������������ ��� ��� ���
$OO ���� ���� ����� ����

6RXUFH��&(3�DQDO\VLV�RI�/DERXU�)RUFH�6XUYH\�

1RWHV��7KH�$��FRXQWULHV�DUH�WKH�&]HFK�5HSXEOLF��(VWRQLD��+XQJDU\��/DWYLD��
/LWKXDQLD�� 3RODQG�� 6ORYDNLD� DQG� 6ORYHQLD�� DOO� RI� ZKLFK� MRLQHG� WKH� (8� LQ�
������:RUNLQJ�DJH�SRSXODWLRQ�LV�DOO�LQGLYLGXDOV�EHWZHHQ�WKH�DJHV�RI����DQG�
����:DGVZRUWK�HW�DO�������������

7DEOH����(PSOR\PHQW��XQHPSOR\PHQW��VWXGHQWV�DQG�HFRQRPLF�LQDFWLYLW\�
E\�LPPLJUDQW�VWDWXV��ZRUNLQJ�DJH�SRSXODWLRQ�������

��RI�ZKRP� 8.�ERUQ� (8� $��,PPLJUDQWV� $OO�,PPLJUDQWV�
(PSOR\HG� ����� ����� ����� �����
8QHPSOR\HG� ���� ���� ���� ����
6WXGHQW� ���� ���� ���� ����
,QDFWLYH� ����� ����� ����� �����

6RXUFH��&(3�DQDO\VLV�RI�/DERXU�)RUFH�6XUYH\��

1RWHV��7KH�$��FRXQWULHV�DUH�WKH�&]HFK�5HSXEOLF��(VWRQLD��+XQJDU\��/DWYLD��
/LWKXDQLD�� 3RODQG�� 6ORYDNLD� DQG� 6ORYHQLD�� DOO� RI� ZKLFK� MRLQHG� WKH� (8� LQ�
������:RUNLQJ�DJH�SRSXODWLRQ�LV�DOO�LQGLYLGXDOV�EHWZHHQ�WKH�DJHV�RI����DQG�
����:DGVZRWK�HW�DO�������������

7KH� VWDWLVWLFV� QRW� RQO\� GR� LQGLFDWH� D� ORZ� OHYHO� (8� LPPLJUDQWV¶�
XQHPSOR\PHQW� UDWH� �DQG� $�� FRXQWULHV� LQ� SDUWLFXODU�� EXW� DOVR� SRUWHQGV� WR�
VWHDG\��KLJK�OHYHO�RI�TXDOLW\�ZRUNHUV¶�SDUWLFLSDWLRQ�LQ�WKH�IXWXUH��7KLV�LV�QRW�
DQ� DODUPLQJ� FDVH� IRU� WKH� IXWXUH� RI�8.�HFRQRP\�EXW� D� XQLTXH� RSSRUWXQLW\�
ZKLFK�PXVW�QRW�EH�EORZQ�DZD\��0RUHRYHU��VRPH�RI�WKH�$��FRXQWULHV�3RODQG�
LQ� SDUWLFXODU�KDYH� EHHQ� LPSOLFDWHG� DV� FRXQWULHV� ZKRVH� HPLJUDQW� ZRUNHUV�
DOOHJHGO\� FDXVLQJ� GDPDJH� RQ� 8.� HFRQRP\� DQG� 8.� FLWL]HQV¶� ZHOO�EHLQJ��
<HW��VXFK�DOOHJDWLRQV�DUH�EDVHOHVV�DQG�KDYH�EHHQ�VXEMHFWHG�WR�UHIXWDWLRQ�E\�
WKH� UHDO� GDWD�� $V� IXUWKHU� UHDGLQJ� WKURXJK� WKH� VWDWLVWLFV�� $�� LPPLJUDQWV¶�
XQHPSOR\PHQW� UDWH� LV� XQLTXHO\� ORZ� ������� DQG� DSSHDUV� DV� FOHDU� HQRXJK�
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LQGLFDWLRQ�WR�VKRZ�WKDW� WKHLU�KDUP�RQ�WKH�ZHOIDUH�VSHQGLQJ�LV�FRQVLGHUDEO\�
ORZ��DW�OHDVW�RQ�WKLV�FUXFLDO�LQGLFDWRU��

,PPLJUDWLRQ�)ORZV�LQ�8.�DQG�,QWUD�(8�)ORZV�,Q�1XPEHUV�

$V�IRU� WKH������VWDWLVWLFV� LQGLFDWHG�E\� WKH�7DEOH����RQO\����SHUFHQW�RI� WKH�
LPPLJUDQWV�HQWHULQJ�WKH�8.�ZHUH�WKH�QDWLRQDOV�RI�WKH�(8�PHPEHU�FRXQWULHV�
ZKLFK�DPRXQW� WR� OHVV� WKDQ�KDOI�RI� WKH� WRWDO� QXPEHU�RI� LPPLJUDQWV� IRU� WKDW�
\HDU��+RZHYHU��QXPEHU�RI�QRQ�(8�LPPLJUDQW�ZRUNHUV�DUULYHG�DW�8.�ZHUH�
KLJKHU� WKDQ� WKRVH� RI� RWKHU� (8� QDWLRQDOV� PHDQLQJ� WKDW� JRYHUQPHQW� SROLF\�
WRZDUGV� WKLV� W\SH� RI�PLJUDWLRQ� KDV� EHHQ� UHODWLYHO\� UHOD[HG�� ,W� LV� LQGLFDWHG�
WKDW� WKHUH�LV�D�VLJQLILFDQW�GURS�LQ�WKH�QXPEHU�RI�QRQ�(8�QDWLRQDOV�HQWHULQJ�
WKH�8.�DV�LPPLJUDQWV�LQ�������VR�WKDW�QHW�PLJUDWLRQ�KDV�IDOOHQ�VKDUSO\��<HW��
LW� KDG�FRQVLGHUDEO\�EHHQ� LQFUHDVLQJ� WRZDUGV� WKH� HQGLQJ�RI�\HDU�������7KH�
UHVXOWV� VXJJHVW� WKDW� IOXFWXDWLRQV� LQ� WKH�PDJQLWXGH� RI� QRQ�(8� LPPLJUDWLRQ�
IORZV�DUH�ODUJHO\�DIIHFWHG�E\�WKH�JRYHUQPHQW�SUDFWLFHV� LQ�WKLV�UHVSHFW��7KH�
LQFUHDVLQJ�ODERXU�GHPDQG�IURP�YDULRXV�VHFWRUV�SRVVLEO\�DQRWKHU�IDFWRU� WKDW�
OHG� WR� VXEVWDQWLDO� LQFUHDVHV� LQ� SDUWLFXODU� SHULRGV�� )URP� WKH� GHPDQG�
SHUVSHFWLYH��WKH�VNLOOIXO�LPPLJUDQW�ZRUNHUV�FRPLQJ�IURP�RYHUVHDV�FRXQWULHV�
FDQ�FRQWULEXWH�WR�ODERXU�HIILFLHQF\�SDUWLFXODUO\�FRQFHUQLQJ�WKH�VHFWRUV�ZKHUH�
ODERXU� VXSSO\� WHQGV� WR� IDOO� VKRUW� RI� ODERXU� GHPDQG�� <HW�� WKH� SRZHU� RI�
JRYHUQPHQW� UHPDLQV� WR� EH� GHILQLQJ� IRUFH� LQ� EULQJLQJ� ODERXU� PRYHPHQWV�
XQGHU�FRQWURO�LQ�WKH�\HDUV�WR�FRPH�XQGHU�WKH�VKDGRZ�RI�%UH[LW�SURFHVV����

7DEOH����'DWD�2Q�,PPLJUDWLRQ�WR�8.

6RXUFH�
KWWS���UHVHDUFKEULHILQJV�SDUOLDPHQW�XN�5HVHDUFK%ULHILQJ�6XPPDU\�61������IXOOUHSRUW
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7DEOH� �� (XURVWDW� HVWLPDWLRQV� RI� WKH� VWDWLVWLFV� RI� IRUHLJQ�QDWLRQDO� DQG�
IRUHLJQ�ERUQ�PLJUDQWV�DV�UHVLGHQWV�RI�(8���FRXQWULHV�RQ���-DQXDU\�������

7DEOH� �� UHDGV� WKH� (XURVWDV� HVWLPDWHV� IRU� ����� DV� UHJDUGV� LQWUD�(XURSHDQ�
PLJUDWLRQ�IORZV���*HUPDQ\�KRVWV�WKH�KLJKHVW�QXPEHU�RI�IRUHLJQ�QDWLRQDOLW\�
PLJUDQW�ZRUNHUV�ZLWK�WKH�ILJXUH�DPRXQWLQJ�WR�����PLOOLRQ��2Q�WKLV�VFRUH��8.�
KDSSHQV�WR�KROG�VHFRQG�SODFH��EXW�PXFK�OHVV�WKDQ�*HUPDQ\��ZLWK�WKH�ILJXUH�
RI� ����PLOOLRQ��8.� LV� IROORZHG�E\� ,WDO\� DQG�6SDLQ� UHVSHFWLYHO\��:KHQ� WKH�
FRXQWULHV¶�UHVLGHQWV�DUH�EURNHQ�LQWR� WKH�FRXQWU\�RI�ELUWK�FDWHJRU\��QXPEHUV�
DUH� ULVLQJ� WR� WKH� H[FHSWLRQDOO\� KLJK� OHYHOV� PDLQO\� EHFDXVH� RI� JUDQWHG�
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QDWLRQDOLW\� VWDWXV� IRU� WKH� IRUPHU� LPPLJUDQWV� RU� DV\OXP� VHHNHUV�� *HUPDQ\�
KROGV� ����� PLOOLRQ� UHVLGHQWV�� IROORZHG� E\� 8.�� ZKLFK� FODLPV� ���� PLOOLRQ�
UHVLGHQWV��

7DEOH����)DFWV�DQG�)LJXUHV��8.¶V�&RQWULEXWLRQ�WR�(8�EXGJHW�

8.� QDWLRQDO� SXEOLF� H[SHQGLWXUH� LQ� ����� �QHW� RI� (8�
FRQWULEXWLRQ��

¼������ELOOLRQ�

7RWDO�(8�EXGJHW��SD\PHQWV��LQ�������WKH�ODVW�\HDU�IXOO\�
UHSRUWHG��

¼����ELOOLRQ�

8.�QDWLRQDO�SXEOLF�VSHQGLQJ�SHU�FDSLWD�LQ�������QHW�RI�
(8�FRQWULE��

¼�������

(8�VSHQGLQJ�SHU�FDSLWD�LQ������ ¼����
&RVW� RI� QDWLRQDO� SXEOLF� VSHQGLQJ� SHU� FLWL]HQ� SHU� GD\�
�QHW�RI�(8�FRQWULE��

¼������

&RVW�RI�(8�EXGJHW�SHU�FLWL]HQ�SHU�GD\� ¼�����
6KDUH�RI�(8�VSHQGLQJ�LQ�WRWDO�SXEOLF�H[SHQGLWXUH� �����

6RXUFH��'*�%XGJHW��(XURSHDQ�&RPPLVVLRQ��%HJJ������������

7KH�/ÕNHO\�6FHQDUÕRV�$V�3RVVÕEOH�0RGHOV�$IWHU�%UH[ÕW�

*HQHUDO�5HYLHZ�

$IWHU� KDYLQJ� LQYRNHG� WKH� DUWLFDO� ��� RI� /LVERQ� DJUHHPHQW� E\� 8.�
3ULPHPLQLVWHU�� WKH�H[LW�QHJRWLDWLRQV�KDG�RIILFLDOO\�WDNHQ�D�VWDUW��7KH�DUWLFOH�
FRQFHUQHG�IRUHVHHV�WKDW�QHJRWLDWLRQ�SHULRG�WZR�\HDUV��QHHG�WR�EH�FRPSOHWHG�
E\� ������ +RZHYHU�� DV� -XQNHU� DQG� RWKHU� (8� UHSUHVHQWDWLYHV� SRLQWHG� RXW��
QHJRWLDWLRQV�RI�HYHU\WKLQJ� LQYROYHG��FRQFOXGLQJ�GHDOV�DQG�QHZ�UHJXODWLRQV�
FRQFHUQLQJ�SRVW�%UH[LW�LV�KLJKO\�OHQJW\�SURFHVV�DQG�LPSRVVLEOH�WR�ILQDOL]H�LQ�
WZR� \HDUV�� 7KH� PDLQ� FRQWURYHUVLDO� LVVXHV� FRQFHUQLQJ� 8.� DQG� (8� FLUFOHV�
VXFK� DV� WUDGH�� 8.¶V� FRQWULEXWLRQ� WR� (8� EXGJHW� DV� LW� OHDYHV�� VHFXULW\� DQG�
GHIHQFH��DQG�RWKHU�DUHDV�RI�(XURSHDQ�8QLRQ�SROLF\�WKRVH�IDOOLQJ�XQGHU� WKH�
MXULVGLFWLRQ� RI�$FTXLV�&RPPXQXWDLUH�PXVW� EH� FRPSUHKHQVLYHO\� QHJRWLDWHG�
DQG�FRQFOXGHG��,W�LV�EHOLHYHG�WKDW� WKH�FRPSOHWLRQ�RI� WKH�ZKROH�SURFHVV�FDQ�
WDNH� DV� ORQJ� DV� QLQH� \HDUV�� GUDZLQJ� SDUDOOHOV� ZLWK� 8.�&DQDGD� WUDGH� GHDO�
ZKLFK� WRRN� QLQH� \HDUV� WR� FRQFOXGH�WKLV� HYDOXDWLRQ� VHHPV� IDU� IURP�
H[DJJHUDWLRQ�� 7KH� QHJRWLDWLRQ� SURFHVV� QHHG� WR� EH� VHTXHQFHG�� )LUVW� RI� DOO��
LPPHGLDWH� LVVXHV� OLNH� WKDW� RI� ULJKWV� RI� FLWL]HQV�� HPSOR\PHQW� UHJXODWLRQV�
PXVW�EH�ZRUNHG�RXW�DQG�WKHQ�H[LW�GHDO�LQ�JHQHUDO�KDV�WR�EH�FRQFOXGHG�LQ�D�
ZLGHU�VSDQ�RI�WLPH��7KLUG��WKH�ZKROH�LVVXHV�LQYROYHG�LQFOXGLQJ�WUDGH��WUDYHO��
VHFXULW\� DQG� GHIHQFH� DQG� KHDOWK� WR� EH� FRQFOXGHG�� 6LQFH� WKHUH� ZLOO� EH� D�
OHQJWK\� SURFHVV� EHWZHHQ� WKH� VWDJH� WZR� DQG� VWDJH� WKUHH�� D� SURYLVLRQDO� GHDO�
PLJKW� EH� QHHGHG� XS� WR� WKH� FRQFOXVLRQ� RI� VWDJH� WKUHH�� 7KHUH� LV� D� KXJH�
FRQWULEXWLRQ� ELOO� DZDLWLQJ� WKH� 8.� JRYHUQPHQW� WR� EH� SDLG� IROORZLQJ� WKH�
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UHDOL]DWLRQ� RI�8.�(8�%UH[LW� GHDO�� 7KHUH� DUH� VSHFXODWLRQV� DERXW� WKH� H[DFW�
DPRXQW� RI� WKLV�SD\PHQW�� \HW� WKH� ILJXUHV�SURQRXQFHG�DUH� JHQHUDOO\� UDQJLQJ�
EHWZHHQ� ��� WR� ��� ELOOLRQ� (XURV�� 7KHUH� LV� D� JUHDW� GHDO� RI� GLVPD\� DQG�
IUXVWUDWLRQ� RQ� WKH� SDUW� RI� WKH�8.�JRYHUQPHQW� EXW�(8�JRYHUQDQFH�PDGH� LW�
FOHDU�WKDW�WKHUH�LV�QR�ZD\�WR�HVFDSH�WKLV�REOLJDWLRQ�RQFH�GHDO�LV�FRPSOHWH���

4XHVW�)RU�$OWHUQDWLYH�5HJLPHV�:KLOH�&KDQJHV�$UH�,QHYLWDEOH���

&RPPRQ� VHQVH� GHULYHG� IURP� HFRQRPLF� WKLQNLQJ� VXSSRUWV� WKDW� IRUHLJQ�
LQYHVWPHQW�LQIORZV�IURP�RXWVLGH�(8�LQWR�8.��DQG�RXWIORZV�IURP�8.�WR�(8�
FRXQWULHV�ZLOO�EH�GHWHULRUDWHG�DIWHU� WKH�%UH[LW� LV�PDWHULDOL]HG��7KLV� VKLIW� LQ�
LQYHVWPHQW� SDWWHUQV� ZLOO� EHFRPH� FRVWO\� ERWK� IRU� 8.� DQG� UHVW� RI� WKH� (8�
FRXQWULHV�� � 1HHGOHVV� WR� VD\�� WKH� FRVWV� HQFRXQWHUHG� ZLOO� OLNHO\� WR� EHFRPH�
ODUJHU� IRU�8.�WKDQ� WKH�UHVW�RI�WKH�(8��8.�KDV�ORQJ�HQMR\HG�DQG�EHQHILWHG�
VXEVWDQWLDOO\� ERWK� IURP� LQZDUG� FDSLWDO� IORZV� DQG� GLUHFW� LQYHVWPHQW� IORZV��
&LW\� RI� /RQGRQ� VWDQGLQJ� DV� ILQDQFLDO� KXE� RI� WKH� (XURSH�� FDSLWDO� IORZV� LQ�
YDULRXV� IRUPV� KDYH� EHHQ� VXEMHFWHG� WR� KXJH� YROXPHV� RI� WUDQVDFWLRQV� LQ�
FDSLWDO�PDUNHWV�HYH\�GD\��'HVSLWH�WKH�GLVDGYDQWDJHV�RI�8.�EHLQJ�RXWVLGH�WKH�
(08�DQG�FLUFXODWLQJ�3RXQG�6WHUOLQJ�UDWKHU�WKDQ�(XUR��8.�ILQDQFLDO�PDUNHWV�
ZRXOG� KDYH� DFKLYHG� KXJH� JDLQV� LQ� SURILWV� DQQXDOO\� RYHU� WKH� \HDUV�� 7KH�
UHODWLYH�VWUHQJWK�RI�3RXQG�6WHUOLQJ�YLV�D�YLV�RWKHU�FXUUHQFLHV�JLYHQ�OHYHUDJH�
IRU� WKLV� VXFFHVV�� \HW� WKH�%UH[LW� GHFLVLRQ� KDV� FDVW� VKDGRZ� RI� GRXEW� RQ� WKH�
YDOXH� RI� 3RXQG� 6WHUOLQJ� ZKLFK� KDV� EHHQ� VXEMHFW� WR� FRQWLQXRXV� URXQGV� RI�
GHSUHFLDWLRQV� LPPHGLDWLDO\� DIWHU� WKH� ([LW� GHFLVLRQ�� 7KH� DUJXPHQW� WKDW� D�
ZHDNHU� 3RXQG� 6WHUOLQJ� LQFHQWLYL]H� WKH� H[SRUW� LQFUHDVH� DQG� LQFUHDVH� LQ�
WRXULVP� UHYHQXH�� \HW� XQVWDEOH� WUHQGLQJ� RI� 3RXQG� 6WHUOLQJ� DJDLQVW� PDMRU�
FXUUHQFLHV� RYHU� WKH� WLPH� KDYH� VSHOOV� RI� FUHDWLQJ� FUHGLELOLW\� LVVXH� WKURXJK�
ZKLFK�UHWXUQ�RQ�ILQDQFLDO�WUDQVDFWLRQV�FRXOG�EH�DW�ULVN��2Q�WKH�RWKHU�VLGH�RI�
WKH� FRLQ�� VLPLODU� GHYHORSPHQWV� DUH� H[SHFWHG� WR� HPHUJH� UHJDUGLQJ� WUDGH�
LQIORZV��\HW� WKURXJK�D�VOLJKWO\�GLIIHUHQW�SURFHVV�RI�WUDQVIRUPDWLRQ�LQ�WHUPV�
RI� ERWK� LQWUD�(XURSHDQ� LQ�DQG� RXW� IORZV�� � 7KH� ORVV� IRU�8.� LV� H[SHFWHG� WR�
EHFRPH�HQRXUPRXV�KDYLQJ�DOORZHG�IRU�D�UHJLPH�FKDQJH�WKDW�WUDQVIRUPV�WKH�
ZD\�RI�IORZV��7R�WKLV�HQG��(8�DV�D�ZKROH�FDQ�UHFRUG�VRPH�ORVV��UHODWLYHO\�
OHVV� DQG� FDQ� EH� FRPSHQVDWHG�PXFK� HDVLO\� RYHU� WKH� ORQJHU� UXQ��:KLOH� WKH�
RYHUVHDV�GLUHFW�LQYHVWPHQW�IORZV�LQWR�8.�DUH�H[SHFWHG�WR�GHFOLQH�VKDUSO\�LQ�
WKH� VKRUW�UXQ� DQG� WKHQ� FRQWLQXH� WR� SHUSHWXDWH� LQ� WKH� ORQJ�UXQ�� WKH�ZHOIDUH�
HIIHFW� IRU� WKH� (8� RQ� WKLV� DFFRXQW� FDQ� EH� HVWLPDWHG� UDWKHU� VPDOO� IRU� (8�
HFRQRPLHV�LQ�WKH�VKRUW�UXQ�DQG�HYHQ�FDQ�EH�FRQVLGHUHG�DV�RI�WULYLDO�TXDQWLW\��
6RPH�RI�LQYHVPHQW��HVSHFLDOO\�RI�VHUYLFH�LQGXVWU\�DUH�H[SHFWHG�WR�UHPDLQ�LQ�
(8� DV� D� UHVXOW� RI� GLVSODFHPHQW� SURFHVV� DIWHU� WKH� %UH[LW�� $V� PHQWLRQHG�
HOVHZKHUH�� WKLV� SURFHVV� KDG� EHHQ� DOUHDG\� WULJJHUHG� LPPHGLDWHO\� DIWHU� WKH�
([LW� GHFLVLRQ� DQG� PXOWLRQDWLRQDO� FRPSDQLHV� ZHUH� GHWHUPLQLQJ� WKHLU�
UHVHWWOHPHQW�VWUDWHJLHV�ZLWKLQ�(8�����
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5LJKW�DIWHU�WKH�%UH[LW�GHFLVLRQ��PXFK�RI�WKH�DWWHQWLRQ�KDV�IRFXVHG�RQ�VHFRQG�
JXHVVLQJ�DQG�VSHFXODWLQJ�DERXW�WKH�³ZRXOG�EH�WUDGH�UHJLPH´�WR�EH�ERUQ�DIWHU�
WKH�QHJRWLDWLQJ�SURFHVV��+RZHYHU�� DV� WLPH�SURJJUHVVHG�� WKH�8.�JRYHUQLQJ�
HOLWH� VKRZFDVHG� WKDW� WKH\�ZHUH�XQFHUWDLQ� DERXW� WKH�GHDO� WKH\�EHOLHYHG� WKDW�
ZRXOG� EH� ULJKW� IRU�8.�� WKLV�ZDV� D� KDQGLFDS� IRU�8.�FDPS� LQ� WKH�ZDNH� RI�
QHJRWLDWLRQV��(YHQ� DIWHU�8.� WULJJHUHG� DUWLFOH� ��� WR�PDUN� WKH� EHJLQQLQJ� RI�
QHJRWLDWLRQV�� WKH�GHWHUPLQDWLRQ�RI�D�SDUWLFXODU�GHDO�ZDV�D�FRQWHQWLRXV�LVVXH�
ERWK�LQ�+RXVH�RI�&RPPRQV�DQG�&DELQHW�LWVHOI��7KH�GHIHDW�ORRNLQJ�HQG�RI�WKH�
VQDS�HOHFWLRQ�ZDV�WKH�IXUWKHU�EORZ�ERWK�IRU�FRQVHUYDWLYHV�DQG�8.�DKHDG�RI�
WKH�FKDOODQJHV�RI�QHJRWLDWLRQV�YLV�D�YLV�(8��$V�WKH�8.�FDPS�EHFRPHV�OHVV�
XQLWHG� DQG� PXFK� ZHDNHU�� FRQYHUVHO\� (8� OHDGHUVKLS� DQG� PHPEHU�
JRYHUPHQWV� KDYH� EHFRPH� PRUH� GHFLVLYH�� KLJKO\� PRWLYDWHG� DQG� WLJKWO\�
XQLWHG��7KH�(8� OHDGHUVKLS� DQG�&KDQFHOOHU�0HUNHO�� DV� WKH�PRVW� SURPLQHQW�
SROLWLFDQ�LQ�(XURSH��KDYH�EHHQ�LQFUHDVLQJO\�IROORZLQJ�QRW�HDV\�EXW�D�WRXJK�
SDWK� LQ� SURQRXQFLQJ� (8¶V� LQWHQWLRQV� WRZDUGV� QHJRWLDWLRQV��0DFURQ¶V� ODQG�
VOLGH�YLFWRU\�LQ�)UDQFH�QRW�RQO\�ZHUH�SHUFLHYHG�DV�HQKDQFLQJ�SRWHQWLDOV�IRU�
IXUWKHU� LQWHJUDWLRQ� EXW� DOVR� VWUHQJWKHQLQJ� WKH� PRYH� LQ� (8� DKHDG� RI�
QHJRWLDWLRQV� ZLWK� 8.�� � +DYLQJ� EULHIHG� WKH� SROLWLFDO� FRQURYHUVLHV� DQG�
XQFHUWDQWLHV� LQ� WKH� 8.�� QRZ� XQGHU� WKH� FLUFXPVWDQFHV� LW� HPHUJHV� WKDW�
QHJRWLDWLRQV�PLJKW�DOVR�HQG�ZLWKRXW�D�GHDO��,I�8.�RSSRVHV�(8�SURSRVDOV�DQG�
QR�UHSURDFKHPHQW�LV�DFKLHYHG��XQLOHWDUDO�PRYH�E\�8.�WR�EUHDN�XS�QHJRWLDQV�
FDQ� EHFRPH� DQ� RSWLRQ� DQG� E\� QR� PHDQV� VXFK� SRVVLELOLW\� VKRXOG� EH�
RYHUORRNHG�� ,I� HYHU� RFFXUV�� WKLV� VLWXDWLRQ� PLJKW� UHTXLUH� FDOOLQJ� IRU�:72�
UXOHV�ZLWK�UHJDUG�WR�LQWHUQDWLRQDO�WUDGH�ZKHUH�8.�FDQ�EH�LPSRVHG�WR�DSSO\�
PLQLPXP�FXVWRP�FKDUJHV�UHTXLUHG�E\�WKH�UXOLQJ�WRZDUGV�(8�PHPEHUV�ZKLOH�
LQ�UHWXUQ�(8�FDQ�JDLQ�XSSHUKDQG�VWUDWHJLFDOO\�IRU�H[SRUWV�LQWR�(8��,W�DSSHDUV�
WKDW�ZKLOH�%UH[LW�ZRXOG�KDYH�SURYLGHG�8.�ZLWK�PRUH�SROLF\� IUHHGRP�DQG�
FKRLFHV�� EHLQJ� GUDJJHG� LQWR� WKH� UXOLQJV� RI� :72�� FDQ� EH� LQWHUSUHWHG� DV�
ZHOIDUH� ORVV� DV� WKH� WKHRU\� RI� LQWHUQDWLRQDO� HFRQRPLFV� ZRXOG� GLVWLQFWO\�
VXJJHVWV�� 6LQFH� WKHUH� H[LVW� D� WHQGHQF\� WRZDUGV� OLEHUDOL]DWLRQ� RI� FDSLWDO�
PRYHPHQWV� JOREDOO\�� WKH� ZHOIDUH� ORVV� IRU� 8.� GXH� WR� ODFN� RI� HFRQRPLF�
LQWHJUDWLRQ�ZLWK�(8�DQG�UHVW�RI�WKH�ZRUOG�H[SHFWHG�WR�EH�PRGHVW�DQG�OLNHO\�
WR�GHFOLQH�JUDGXDOO\�RYHU�WKH�ORQJHU�WUDMHFWRU\��

7UDGH�,PSOÕFDWÕRQV�$QG�$OWHUQDWÕYH�0RGHOV�$IWHU�%UH[ÕW�

$�%ULHI�2YHUYLHZ�

7KH�SLRQHHULQJ�*UDYLW\�PRGHO�LQWURGXFHG�E\�7LQEHUJHQ�IRFXVHV�RQ�WKH�WUDGH�
IORZ�DVSHFW�DQG� LQLWLDWHV� WKH�IDFWRUV� WKDW� WHQG�WR�LQFUHDVH�DQG�GHFUHDVH�WKDW�
IORZ� DVSHFW�WKHUHIRUH� WKH� YROXPH� RI� WUDGH�EHWZHHQ� WZR� JLYHQ� FRXQWULHV��
)LUVW� RI� DOO�� DV� ERWK� WUDGH� SDUWQHU¶V�*'3� YROXPHV� JURZ�� VR� GR� WKHLU� WUDGH�
EHWZHHQ� WKHP�� 6HFRQG�� KH� QRWHV� WKDW� GHWHULRUDWLRQ� LQ� WUDGH� WHUPV�� L�H��
LQFUHDVHG�UHJXODWLRQ��FXVWRP�FKDUJHV�DQG�DQ\�DVVRFLDWHG�FRVWV�UHGXFH�WUDGH�
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IORZ� DQG� WKHUHIRUH� WKH� YROXPH� RI� WUDGH� EHWZHHQ� SDUWQHU� FRXQWULHV�� 7KLUG��
JHRJUDSKLFDO�ORFDWLRQ�DQG�VKLSPHQW�FRVWV�DUH�UHODWHG�DVSHFWV�DQG�KDYH�GLUHFW�
LQIOXHQFH�RQ� WUDGH�IORZ��7ZR�IDFWV�HPHUJHV�IURP�WKLV� LQ�UHODWLRQ�ZLWK�SRVW�
%UH[LW�FDVH��

)LUVW�RI�DOO�WKH�WUDGH�IORZV�EHWZHHQ�8.�DQG�(8�FRXQWULHV�ZLOO�FRQWLQXH�WR�EH�
VXEVWDQWLDO� UHJDUGOHVV� RI� WKH� PRGHO� WR� EH� DGRSWHG�� 6HFRQG�� WKH� PRUH� WKH�
XSFRPLQJ�PRGHO� EHFRPHV� UHVWULFWLYH� RQ� IUHH� WUDGH� DQG� FRVW� SURQH�WKH� WKH�
VKDUSHU� WKH� VOXPS� LQ� HPHUJLQJ� WUDGH� IORZV� DUH� JRLQJ� WR� EHFRPH�RU� YLFD�
YHUVD�� )LQDOO\�� HYHQ� WKRXJK� 8.� WRGD\� ORRNV� YHU\� HDJHU� LQ� RYHUVHDV� WUDGH�
WKURXJK�QHZ�WUDGH�GHDOV��WUDGH�LQFUHDVLQJ�LPSDFW�LV�OLNHO\�WR�EH�FRQVWUDLQHG�
GXH�WR�WKH�GLVWDQFH�DQG�UHODWHG�IDFWRUV�WUDGH�IORZ�LQFUHDVH�ZLOO�EH�VXEMHFW�WR�
OLPLWDWLRQV��

7KH�WUDGH�GHDO�ZRXOG�EH�LQ�IRUFH�DIWHU�WKH�%UH[LW�FDQ�EH�GHILQLWLYH�GHSHQGLQJ�
RQ�WKH�QHJRWLDWLRQ�SURFHVV�RI�ZKLFK�H[SHFWHG�WR�EH�FRQVLGHUDEO\�OHQJWK\��$V�
%XFNZHOO� ������� SRLQWHG� RXW� ³7KH�8.� WUDGH� TXHVWLRQ� LV� IXQGDPHQWDOO\� D�
FKRLFH� EHWZHHQ� UHPDLQLQJ� FORVH� WR� WKH� (8¶V� VLQJOH�PDUNHW�� DQG� WKHUHIRUH�
KDYLQJ�WR�UHWDLQ�PRVW�(8�H[LVWLQJ�UHJXODWLRQ��RU�OHDYLQJ�WKH�VLQJOH�PDUNHW�LQ�
RUGHU� WR� DOORZ� VRPH� GHUHJXODWLRQ´� �%XFNZHOO�� ��������� +RZHYHU� LW� LV�
LQWXLWLYH� DQG� LQVLJKWIXO� WR� UHYLHZ� WKH� OLNHO\� PRGHOV� ZLWK� WKHLU� OLNHO\�
DSSUR[LPDWLRQ� ZLWK� UHJDUGV� WR� WUDGH� XQGHU� WKH� FRQWH[W� RI� SRVW� %UH[LW�
VFHQDULR� VHWWLQJ��%ULWDLQ�DV� H[SODLQHG�DERYH�� FDQQRW� VWD\� LQ� VLQJOH�PDUNHW�
PDQ\�LVVXHV�RI�FRQWHQWLRQ�DULVHV�IURP�EHLQJ�SDUW�RI� LW�EXW�ZRXOG�VRPHKRZ�
OLNH� WR� FRQFOXGH� D� PRVW� IDYRXUDEOH� WUDGH� GHDO� WR� FDUU\� RQ� WUDGH� YLV�D�YLV
(XURSHDQ� FRXQWULHV�� ,W� HPHUJHV� WKDW� 8.� WULHV� WR� NHHS� WKH� WUDGH� ORVV�
FRQQHFWHG� WR� %UH[LW� DW� PLQLPXP�ZKLOH� DW� WKH� VDPH� WLPH� LQFUHDVLQJ� WUDGH�
IORZ� ZLWK� WKH� FRXQWULHV� RXWVLGH� WKH� (8� WKURXJK� QHZ� WUDGH� GHDOV�� 6WULFWO\�
VSHDNLQJ��XQGHU�WKLV�IUDPHZRUN�LW�LV�UDWKHU�XQOLNH\�WKDW�8.�ZLOO�EH�JUDQWHG�D�
IXOO�KRXVH�&XVWRPV�8QLRQ�0RGHO�EHFRPHV�D�UHDOLVWLF�UHDVRQLQJ��$V�IRU�WKH�
DJULFXOWXUDO� VHFWRU�� H[LWLQJ�(8�ZLWKRXW� UHPDLQLQJ� LQVLGH� WKH� VLQJOH�PDUNHW�
ZLOO� DXWRPDWLFDOO\� EH� LQWHUSUHWHG� DV� 8.� LV� VWD\LQJ� RXW� RI� � &RPPRQ�
$JULFXOWXUDO� 3ROLF\� �&$3��� 6WD\LQJ� RXWVLGH� WKH�&$3� FDQ� SURGXFH� DGYHUVH�
HIIHFWV�ERWK�RQ�SULFHV�DQG�DJULFXOWXUDO�UHYHQXHV��2Q�WKLV�FRQWH[W��%XFNZHOO�
������� H[SUHVVHV� WKDW�� ³,W� LV� FRQFOXGHG� WKDW� 8.� ZLOO� QRW� ZDON� DZD\�
RYHUQLJKW� IURP� GLUHFW� SD\PHQWV� WR� LWV� IDUPHUV� SRVW�%UH[LW�� 6RPH� IRUP� RI�
VXFK�SD\PHQWV��SDLG�IURP�WKH�8.�7UHDVXU\�ZLOO�FRQWLQXH��EXW�GHWDLOV�DW�ZKDW�
UDWH�� WR� ZKRP�� IRU� KRZ� ORQJ� DQG� ZLWK� ZKDW� FRQGLWLRQDOLW\� LV� QRW� \HW�
NQRZDEOH��7KHVH�ZLOO� EH� GHWHUPLQHG� IROORZLQJ� LQWHQVH� QHJRWLDWLRQV� LQ� WKH�
8.�GXULQJ�WKH�ZLWKGUDZDO�SHULRG´��%XFNZHOO�����������

(XURSHDQ�(FRQRPLF�$UHD��$Q�$OWHUQDWLYH�0RGHO�

$� IHZ� QRQ�(8� PHPEHU� (XURSHDQ� FRXQWULHV�� LQFOXGLQJ� 1RUZD\� IRUPHG�
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(XURSHDQ�(FRQRPLF�$UHD��(($��ZLWK�(8�FRXQWULHV��7KH\�VLPSO\�HQMR\�WKH�
EHQHILWV�RI�D�ORRVHU�OHYHO�RI�(FRQRPLF�8QLRQ�LQFOXGLQJ�IUHH�PRYHPHQWV�RI�
JRRGV�� VHUYLFHV�� FDSLWDO� DQG�VR�RQ��2Q� WKH�RWKHU�KDQG�� WKLV�IRUP�RI�PDUNHW�
LQWHJUDWLRQ�ZRXOG�QRW�EH�UHDOL]HG�IUHH�RII�FKDUJH�EXW�DW�D�VXEVWDQWLDO�FRVW�DV�
SDUW� RI� DQ� REOLJDWLRQ� WR� FRQWULEXWH� WR�(XURSHDQ�8QLRQ�%XGJHW�� ,I�8.� KDG�
EHHQ�D�PHPEHU�RI�(XURSHDQ�(FRQRPLF�$UHD��(�(�$���LW�ZRXOG�KDYH�IUHHGRP�
WR�GHWHUPLQH�WKH�UDWH�RI�H[WHUQDO� WDULIIV�YLV�D�YLV�QRQ�(($�FRXQWULHV�RQ�WKH�
RXWVHW��ZKDW�ORRNV�OLNH�8.�OHDGHUVKLS�DQG�SXEOLF�DUH�ORRNLQJ�IRU��7KH�DSSHDO�
RI� WUDGH� OLQN�ZLWK�IOH[LELOLW\�ZRXOG�OLNHO\� WR�EH�FRPSDWLEOH�ZLWK�WKH�IXWXUH�
REMHFWLYHV�DQG�GHPDQGV�RI�8.�HFRQRP\��,I�MRLQHG�(($��8.�ZRXOG�KDYH�WR�
DGRSW�(8�ODZ�WR�LPSRVH�LQ�WKH�DUHDV�UHTXLUHG�E\�PDUNHW�LQWHJUDWLRQ��VXFK�DV�
ODERXU�UHJXODWLRQV��FRQVXPHU�ULJKWV�HWF��,W�LV�REVHUYHG�WKDW�WKLV�WUDGH�UHJLPH�
LV�HQGRZHG�ZLWK� IOH[LELOLWLHV�� LV�QRW�D�FXVWRPV�XQLRQ�EXW� LV�PRUH�RI�D� IUHH�
WUDGH� DUHD� ZLWK� UHJDUG� WR� WUDGH� OLEHUDOL]DWLRQ�� $V� IRU� WKH� FRPSXOVRU\�
FRQWULEXWLRQV�WR�WKH�(8�%XGJHW�� WKH�FRVWV�DSSHDU� WR�EH�VXEVWDQWLDO�DQG� WKLV�
FDQ�WULJJHU�VHULRXV�RSSRVLWLRQ�IURP�%ULWLVK�3XEOLF�IRU�WKLV�SDUWLFXODU�UHDVRQ��

()7$�0HPEHUVKLS��7KH�6ZLVV�0RGHO�

5HWXUQLQJ�WR�WKH�VWDWXV�RI�()7$�ZLWKRXW�GLUHFWO\�WDNLQJ�SDUW�LQ�(($�FDQ�EH�
D�IHDVLEOH�DOWHUQDWLYH�IRU�8.��)LUVW�RI�DOO��6ZLW]HUODQG�LV�DQ�()7$�PHPEHU�
FRXQWU\��WKURXJK�WKLV�DVVRFLDWLRQ�KDYH�KDG�HQWLWOHPHQW�WR�IUHH�WUDGH�YLV�D�YLV
(8�FRXQWULHV�LQ�LQGXVWULDO�JRRGV�WUDGH��7KH�RQO\�FRXQWU\�WR�PHQWLRQ�ODEHOOHG�
ZLWK� VXFK�VWDWXV� LV�6ZLW]HUODQG�� ,W� FUHDWHV�GLYHUVH�PRGHV�RI� HFRQRPLF� DQG�
WUDGH� UHODWLRQV� ZKLFK� LV� XQLTXH� WR� 6ZLW]HUODQG�� 7KH� DELOLW\� WR� SLFN� IURP�
SUHIHUUHG� LWHPV� LQFUHDVHV� ZKHUHDV� WKH� OHYHO� RI� HFRQRPLF� FRQQHFWHGQHVV�
ZHDNHQV�� <HW�� 6ZLW]HUODQG� KDV� QHYHU� EHHQ� D� IXOO� PHPEHU� RI� (8� QRU� LWV�
SUHGHFHVVRU�((&�VR� WKLV�QHJRWLDWLRQ�SURFHVV� LV� WRWDOO\�XQLTXH� LQ� LWV� QDWXUH�
DQG�ZKDW�LV�SHUPLVVLEOH�RU�DFFHVVLEOH�LV�QRW�IXOO\�FRQWUROODEOH�E\�8.���

2Q� WKH� RWKHU� KDQG�� 6ZLW]HUODQG� FDQ� YROXQWDULO\� DGDSW� D� SROLF\� DUHD� WR�
LQWHJUDWH� ZLWK� (8�WKLV� FKHUU\�SLFNLQJ� W\SH� RI� SROLF\� LQWHJUDWLRQ� HTXDOO\�
FDOOV� IRU� WKH� DGRSWLRQ� RI� (8� OHJLVODWLYH�PDQGDWH�� 8.�ZDV� WKH� RQH� RI� WKH�
IRXQGLQJ�PHPEHU� RI� ()7$� LQ� ����V�� EXW� LW� KDG� EURNHQ� XS� WLHV� XSRQ� WKH�
MRLQLQJ� ((&�� 7KH� VFRSH� IRU� UHMRLQLQJ� ()7$� FDQ� EH� GHVLUDEOH� IURP�8.¶V�
SHUVSHFWLYH� GXH�PRUH� WR� LWV� IOH[LEOH�ORRNLQJ�PDUNHW� DQG� SROLF\� LQWHJUDWLRQ�
DSSURDFK��6LQFH�IOH[LELOLW\�LV�VXEVWDQWLDO�8.�FDQ�REWDLQ�GLIIHUHQW�WUDGH�GHDOV�
WKDQ�WKRVH�RI�6ZLW]HUODQG��PRVW�VXLWDEOH�IRU�WKHLU�LQWHQWLRQV�PHQX�DSSURDFK�
ZRXOG�DOORZ�WKHP�WR�VWULYH�WR�VWULNH�WKH�PRVW�IHDVLEOH�GHDO��<HW��GHVSLWH�LWV�
SUDJPDWLF�DSSHDO��WKLV�PRGHO�DFFRPPRGDWHV�VRPH�VHULRXV�GUDZEDFNV�DV�IDU�
DV� 8.¶V� GHPDQGV� DUH� FRQFHUQHG�� 7KLV� PRGHO� DGGLWLRQDOO\� LQFOXGHV� IUHH�
PRYHPHQW�RI� ODERXU�EHWZHHQ�6ZLW]HUODQG�DQG�(8�FRXQWULHV�DV�SDUW� RI� WKH�
LQWHJUDWLRQ� GHDO�� ,I� WKLV� PRGHO� LV� DSSOLHG� WR� 8.� EOXH� SULQW�� WKH� VSLQ�RII�
LPSOLFDWLRQV�DUH�GHVWLQHG�WR� WULJJHU�PDVVLYH�RSSRVLWLRQ�GXH�WR�LWV�RSHQQHVV�
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WR� PLJUDWLRQ� LQIORZV�WKHUHIRUH� FDQ� HDVLO\� EH� GLVPLVVHG� FRQWUDSURGXFWLYH�
RQO\�RQ�WKLV�DFFRXQW���1HYHUWKHOHVV��ZKHWKHU�8.�ZRXOG�EH�LQ�D�IDYRXUDEOH�
VWDWH�WR�EH�DEOH�WR�QHJRWLDWH�WR�EORFN�WKH�IUHH�PRYHPHQW�RI�ODERXU�XQGHU�WKH�
JLYHQ� VFHQDULR� ZRXOG� ODUJHO\� GHSHQG� RQ� WKHLU� SROLWLFDO� VWUHQJWK� DQG�
IHDVLELOLW\�RI�WKHLU�VWUDWHJ\�ZLWK�UHJDUGV�WR�([LW�QHJRWLDWLRQV�����

$VVRFLDWLRQ�$JUHHPHQW�YLD�(8��7KH�7XUNLVK�0RGHO�

$V� VRRQ� DV� (XURSHDQ� &RPPXQLW\� �(XURSHDQ� (FRQRPLF� &RPPXQLW\�� ZDV�
FUHDWHG� LQ� ������ D� VWDWXV� RI� DVVRFLDWH�PHPEHUVKLS� IRU� (XURSHDQ� FRXQWULHV�
RWKHU� WKDQ� IXOO�PHPEHU� FRXQWULHV� ZDV� FUHDWHG� DV� D� FRPSOHPHQWDU\�
PHFKDQLVP�IRU�WKH�\RXQJ�&RPPXQLW\���7KH�DVVRFLDWH�PHPEHUVKLS�FRXOG�EH�
XQGHUVWRRG�DV�D�³VHFRQGDU\�PHPEHUVKLS´��RU�³VHFRQGDU\�SDUWQHUVKLS´ ZRXOG�
SODFH�WKH�FRXQWU\�XQGHU�D�SULYLOHJHG�SRVLWLRQ��7KH�SULPDU\�REMHFWLYH�RI�DQ�
DVVRFLDWH� PHPEHUVKLS� LV� WR� SUHSDUH� WKH� FRXQWU\� LQ� TXHVWLRQ� IRU� WKH� IXOO�
PHPEHUVKLS� LQ� D� JUDGXDO� DSSURDFK�� 7KH� FXVWRP� GXWLHV� ZRXOG� EH� UHGXFHG�
JUDGXDOO\� XQWLO� EHFRPLQJ� HOLPLQDWHG� DOWRJHWKHU� OHDGLQJ� XS� WR� D� IUHH� WUDGH�
UHJLPH�� 6LPLODU� WUDMHFWRU\� LV� IROORZHG� ZLWK� UHJDUG� WR� IUHH� PRYHPHQW� RI�
ODERU��DQG�VXSSRUW�RI�YDULRXV�NLQGV�ZRXOG�EH�SURYLGHG�LQ�WDFNOLQJ�VWUXFWXUDO�
DQG� RWKHU� SUREOHPV� WKDW� FRPH� LQ� WKH� ZD\� RI� HFRQRPLF� JURZWK� DQG�
GHYHORSPHQW��*UHHFH�UHQGHUHG�LWV�DSSOLFDWLRQ�DV�HDUO\�DV������DQG�EHFDPH�
WKH� ILUVW� DVVRFLDWH� PHPEHU� ZLWKLQ� WKH� ((&�� ODWHU� EHFRPLQJ� IXOO� PHPEHU�
EHIRUH� WKH� SUHSDUDWRU\� VWDJH� LV� HQGHG�� 7XUNH\¶V� DSSOLFDWLRQ� ZDV� UHQGHUHG�
RQH� \HDU� DIWHU� WKH� *UHHN� DSSOLFDWLRQ� DQG� WKH� FRXQWU\� ZDV� WLHG� WR� ((&�
WKURXJK� $VVRFLDWLRQ� $JUUHPHQW� LQ� ������ $V� RSSRVHG� WR� *UHHN� DVVRFLDWH�
PHPEHUVKLS�� 7XUNH\¶V� FDVH� ZDV� D� OHQJWK\� RQH� DQG� KDV� QRW� HQGHG� LQ� IXOO�
PHPEHUVKLS� XS� WR� WKLV� GD\�� 7KH� UHODWLRQVKLS� EHWZHHQ� WZR� SDUWLHV� KDV� QRW�
DOZD\V�EHHQ�LQ�EDODQFH��HYHQ�DW�WKH�WLPHV�EURNHQ�XS�WRWDOO\��EXW�WHPSRUDULO\��
&XVWRPV�8QLRQ�EHWZHHQ�7XUNH\�DQG�(8�KDV�EHHQ�HVWDEOLVKHG� LQ������DQG�
ZRUNLQJ� UHODWLYHO\� KHDOWKLO\� XQWLO� WRGD\�� )RUPDOO\�� IXOO� PHPEHUVKLS�
QHJRWLDWLRQV�EHWZHHQ�WZR�SDUWLHV�DUH�LQ�SURFHVV�ZLWKRXW�PXFK�SURJUHVV�IRU�
PDQ\� \HDUV�� 'HVSLWH� WKLV� DZNZDUG� ORRNLQJ� WHQGHQF\�� WKH� FXVWRPV� XQLRQ�
EHWZHHQ�7XUNH\�DQG�(8�KDV�EHHQ�ZRUNLQJ�UDWKHU�VXFFHVVIXOO\��$OO�LQGXVWULDO�
SURGXFWV� DUH� LQFOXGHG� LQ� IUHH� WUDGH� GHDO� EXW� DJULFXOWXUDO� SURGXFWV� DUH�
H[HPSWHG��,I�8.�VHOHFWV�&XVWRPV�8QLRQ�RSWLRQ�DV�D�%UH[LW�GHDO��VRPH�LVVXHV�
ZLOO�VWDQG�RXW��

)UHH�PRYHPHQW�RI�ODERXU�ZRXOG�EH�H[FOXGHG��ZKLOH�RQ�WKH�RWKHU�KDQG��8.�
ZRXOG�E\�D�ODUJH�EH�FRPSHOOHG�WR�DFFHSW�(8�WUDGH�UHJLPH�DQG�WUDGH�SROLF\�
WRZDUGV�WKH�WKLUG�FRXQWULHV�ZKLOH�KDYLQJ�IUHH�WUDGH�UHODWLRQ�ZLWK�WKH�UHVW�RI�
WKH�(8��,W�LV�OLNHO\�WR�IDOO�VKRUW�RI�WKRVH�H[SHFWLQJ�IUHH�WUDGH�GHDOV�JOREDOO\�
ZLWK� GLIIHUHQW� FRXQWULHV� DQG� GLIIHUHQW� UHJLRQV� LQ� WKH� KRSH� RI� EULQJLQJ� LQ�
HFRQRPLF�SURVSHULW\� IRU� WKH�8.�LQ� WHUPV�RI� LQGHSHQFH� LQ� WUDGH�SROLF\��QRW�
PXFK�URRP�IRU�PDQRXHYHULQJ�ZRXOG�EH�OHIW�IRU�WKH�8.��6HFRQG�LVVXH�LV�WKDW�
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7XUNLVK� DJULFXOWXUDO� SURGXFWV� DUH� FRPSOHWHO\� EDUUHG� IURP�&XVWRPV�8QLRQ�
DJUHHPHQW�� D� ZHOIDUH� ORVV� RQ� WKLV� DFFRXQW�� ,I� IROORZHG� WKH� VDPH� SDWK� RI�
&XVWRPV�8QLRQ��QRW�RQO\�ZRXOG�8.�ORVH�D�OXFUDWLYH�PDUNHW�EXW�DOVR�ZRXOG�
ORVH�PDVVLYH� DPRXQWV� RI�(8� ILQDQFLDO� LQFHQWLYHV� SURYLGHG� IRU� DJULFXOWXUDO�
SURGXFWLRQ� DQG� DQLPDO� UHDULQJ� LQ� WKH�8.��+RZHYHU�� LW� FDQ� EH� UHODWHG� WKDW�
8.�FDQ�QHJRWLDWH�DQG�SUHYHQWV� WKRVH�EDUULHUV� OLNHO\�WR�FRPH� LQ� WKH�ZD\�RI�
PDNLQJ� XVH� RI� &$3� LQ� DJULFXOWXUDO� VHFWRU�� +DYLQJ� ZLWQHVVHG� WKH� UHFHQW�
WRXJKHU� DWWLWXGH� RI� (8� OHDGHUVKLS� DJDLQVW� 8.� VWDQFH�� +RZHYHU�� LW� ZRXOG�
HPHUJH� DV� DQ� XQUHDOLVWLF� JRDO� WR� FDUU\� RQ� ZLWK� &$3� ZLWKRXW� FKDQJLQJ�
JHQHUDO�DWWLWXGH�WRZDUGV�WKH�VLQJOH�PDUNHW��<HW��&XVWRPV�8QLRQ�VWLOO�VWDQGV�
RXW� DV� D� VWURQJ� RSWLRQ� DYDLODEOH� GHVSLWH� RI� VRPH� RI� WKH� GUDZEDFNV�
KLJKOLJKWHG�DERYH��

7KH� ,PSOÕFDWÕRQV� 2I� %UH[ÕW� )RU� 7XUNH\� :ÕWKÕQ� 7KH� &RQWH[W� 2I�
(XURSHDQ�5HODWÕRQV�

7KH�%UH[LW�SURFHVV�KDV�EOXUUHG�WKH�WUDMHFWRU\�RI�IXWXUH�UHODWLRQVKLS�EHWZHHQ�
7XUNH\� DQG� 8�.�� DV� LW� GLG� UHODWLRQV� EHWZHHQ� (XURSHDQ� 8QLRQ� DQG� 8�.���
6KRUWO\� DIWHU� WKH� DQQRXQFHPHQW� RI� WKH� 8�.�¶V� DFWXDO� GHSDUWXUH� IURP�
(XURSHDQ� 8QLRQ�� 7XUNLVK� WUDGH� PLQLVWU\� VWDWHG� WKDW� WKHUH� PLJKW� EH� QHZ�
FKDOOHQJHV� DKHDG� UHJDUGLQJ� WUDGH� UHODWLRQV� ZLWK� 8�.��� � 5HJDUGLQJ� WKH�
WUDQVLWLRQ�HUD��,W�LV�PHDQW�WKDW�7XUNH\�ZRXOG�EH�LQ�VHDUFK�RI�DOWHUQDWLYH�WUDGH�
RSSRUWXQLWLHV� YLV�D�YLV� 8�.�� ,W� DOVR� KLQWHG� WKDW� 7XUNH\� LV� SUHSDUHG� WR�
QHJRWLDWH�WHUPV�RI�DQ�DJUHHPHQW�ZLWK�8�.��EDVLFDOO\�IRFXVHG�RQ�IUHH�WUDGH��
+RZHYHU�� 7XUNH\� LV� HQJDJHG� LQ� WUDGH� DJUHHPHQW� ZLWK� (8� DQG� LWV� IRUPDO�
VWDWXV�SRVHV�DV�D�UHDO�REVWDFOH�IRU�D�IUHH�WUDGH�DJUHHPHQW�ZLWK�8�.��

$FFRUGLQJ� WR� WKH� VWDWHPHQW� RI� D� VHQLRU� 7XUNLVK� GLSORPDW�� �$$�� ������ WKH�
JDS�RFFXUHG� LQ�(8� UDQNV�DIWHU� WKH�8�.�¶V�GHSDUWXUH�FRXOG�EH� ILOOHG�E\� WKH�
7XUNLVK� UHSUHVHQWDWLRQ� LQ� (8�� � )DUXN� .D\PDNFÕ�� GHSXW\� IRUHLJQ� PLQLVWHU�
VWUHVVHG� WKDW�8�.�¶V� H[LW� IURP� WKH�(8�KDG�DIIHFWHG�7XUNH\¶V�SURVSHFWV� IRU�
(8�PHPEHUVKLS�VLQFH�8�.��ZDV�EDFNLQJ�D�SRVVLEOH�7XUNLVK�PHPEHUVKLS�LQ�
(�8���$$��������

6HOLP� .XQHUDOS�� D� IRUPHUO\� VHUYLQJ� 7XUNLVK� GLSORPDW� GLSORPDW� VSRNH� WR�
757�:RUOG� EURDGFDVWLQJ� DVVRFLDWLRQ� DERXW� WKH� LPSDFW� RI� %UH[LW� RQ� 8.�
7XUNH\�UHODWLRQV�DQG�OLNHOLKRRG�RI�KRZ�(XURSHDQ�8QLRQ�7XUNH\�SDUWQHUVKLS�
PLJKW�WDNH�RQ�D�QHZ�URXWH�LQ�WKH�DEVHQFH�RI�8QLWHG�.LQJGRRP���+H�VWUHVVHG�
WKDW� LQ� D� VLWXDWLRQ�ZKHUH�8.�PLOLWDU\� LV� QRW� DYDLODEOH� LQ� (8�� � WKH� XUJHQW�
GHPDQG�IRU�1$72�SURWHFWLRQ�ZLOO�EHFRPH�PRUH�YLWDO�WKDQ�LW�KDG�HYHU�EHHQ�
IRU�WKH�(8���+H�GUDZV�DWWHQWLRQ�WR�WKH�IDFW�WKDW�7XUNH\�KROGV�VHFRQG�ODUJHVW�
DUPHG� IRUFHV� LQ�1$72� DQG� EHOLHYHV� WKDW� WKLV� LPSRUWDQW� DGYDQWDJH�ZRXOG�
LQFUHDVH� 7XUNH\¶V� SROLWLFDO� VWUHQJWK� LQ� WKH� (XURSHDQ� FRQWH[W�� � +H� IXUWKHU�
KROGV�WKDW� WKH�%UH[LW�FRXOG�QRW�QHFHVVDULO\�JHQHUDWH�EDG�UHVXOWV� IRU�7XUNH\�
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VLQFH�WKH�1$72�DOOLDQFH�ZRXOG�EHFRPH�PRUH�FUXFLDO�IRU�(XURSH���:KDW�KH�
PHDQV�LV�WKDW�7XUNH\�FDQ�ILOO�WKH�YRLG�LQ�(XURSH�FDXVHG�E\�8.¶V�GHSDUWXUH�
WKURXJK�1$72�DOOLDQFH��757�:25/'���������

7KH� HFRQRPLF� LPSDFW� RI� %UH[LW� IRU� 7XUNH\�ZLOO� EH� JUDYH� LQ� WKH� ORQJ�UXQ�
7XUNH\���,W�LV�DUJXHG�WKDW�7XUNH\�ZRXOG�EH�GHQLHG�IUHH�WUDGH�ULJKWV�LI�D�KDUG�
%UH[LW� HPHUJHV� DIWHU� WKH� QHJRWLDWLRQV� ZLWK� (8�� 8.� LV� RQH� RI� WKH� ODUJHVW�
H[SRUW�PDUNHW� IRU�7XUNH\�WKDQNV� WR� WKH�IUHH�WUDGH�VWDWXV�JDLQHG�LQ������DV�
UHVXOW�RI�&XVWRPV�8QLRQ�GHDO� DFFRUGHG�E\�7XUNH\�DQG�(8��+RZHYHU�� WKLV�
YHU\�VDPH�GHDO�SUHYHQWV�7XUNH\�FRQGXFWLQJ�IUHH� WUDGH�DJUHHPHQWV�E\�QRQ�
(XURSHDQ� 8QLRQ� FRXQWULHV�� +HQFH�� LQ� WKH� FDVH� RI� D� SRVVLEOH� KDUG� %UH[LW�
RXWFRPH��7XUNH\¶V�RYHUDOO�H[SRUWV�WR�8.�ZLOO�VXIIHU�HQRXUPRXVO\��$V�UHJDUV�
WKH�VLWXDWLRQ�RI�7XUNLVK�FLWL]HQV�OLYLQJ�LQ�8.��WKHLU�UHVLGHQFH�VWDWXV�ZLOO�EH�
XQDIIHFWHG�GXULQJ�WKH�WUDQVLWLRQ�SHULRG�DQG�VDPH�DSSOLHV�WR�WKH�8.�FLWL]HQV�
UHVLGHV�LQ�7XUNH\���757�:25/'���������

8�.�� 2IIÕFÕDOO\� 'HSDUWHG� )URP� (X� ,Q� �����3ROÕWÕFDO� &OÕPDWH��
8QFHUWDQWÕHV�$QG�6WUÕQJV�$WWDFKHG�

%\� -DQXDU\� ��VW� ������ 8.� RIILFLDOO\� GHSDUWHG� IURP� WKH� (XURSHDQ� 8QLRQ�
ZKLFK� KDG� HPHUJHG�PRUH� WKDQ� WKUHH� \HDUV� DIWHU� WKH� FUXFLDO� UHIHUHQGXP� LQ�
MXQH� ������ $V� KLJKOLJKWHG� DERYH�� GHSDUWXUH� GHFLVLRQ� E\� QHZ� PDMRULW\�
JRYHUQPHQW�KDYH�EHHQ�ZHOFRPHG�E\�D�JUHDW�PDMRULW\�RI� WKH�%ULWLVK�3XEOLF�
DQG� JURZLQJ� SXEOLF� GLVWUXVW� KDV� EHHQ� UHSODFHG� E\� D� JUHDW� VHQVH� RI� UHOLHI���
<HW�� GHVSLWH� WKH� IDFW� WKDW� 8.� KDV� OHIW� (8� LQ� D� IRUPDO� ODZIXO� PDQQHU���
'HVSLWH�WKH�%ULWLVK�8QLRQ�IODJ�KDV�EHHQ�UHPRYHG�IURP�WKH�VFHQHV�RI�WKH�(8�
3DUOLDPHQW��YHU\� OLWWOH�SURJUHVV�KDYH�EHHQ�PDGH� WRZDUGV�DV� WR�ZKDW�ZRXOG�
SUHYDLO� LQ� UXOLQJ� UHODWLRQV� EHWZHHQ� (8� DQG� 8.�� � +RZ� WKH� 8.V� SRVLWLRQ�
ZRXOG� HYROYH� WRZDUGV� WKH� QRQ�(8� FRXQWULHV� FRXOG� RQO\� VWDUW� WDNLQJ� URRW�
DIWHU� VHWOHPHQW� ZLWK� (8� LV� DFKLHYHG� LQ� IXQGDPHQWDO� DUHDV� RI� SROLFLHV��
V\VWHPV�� UXOHV� DQG� UHJXODWLRQV� VWHPPLQJ� IURP� WKH� (8¶V� $FTXLV�
&RPPXQXWDLUH�� )LUVW� DQG� IRUHPRVW�� ODERXU� PRYHPHQW� DQG� PLJUDWLRQ��
PRGXOH� RI� WUDGH� EHWZHHQ� WZR� SDUWLHV�� UHJXODWLRQ� RI� ILVKHULHV�� LQYHVWPHQW��
FDSLWDO�PRELOLW\�DQG�IUHH�PRYHPHQW�RI�VHUYLFHV�DUH�VLQH�TXH�QRQ�VHWWOHPHQW�
LVVXHV� IRU� WKH� 8.� EHIRUH� HYHQ� QHJRWLDWLQJ� IRU� UHSODFHPHQW� GHDOV� ZLWK�
DQRWKHU� FRXQWULHV�� � +DYLQJ� XQGHUOLQHG� WKDW�� IRUPDO� GHSDUWXUH� KDV� QRW�
IROORZHG� E\� DJUHHPHQWV� RU� D� QHZ� DFFRUG� RU� DQ\WKLQJ� QHDU� WR� LW�ZKDW�
RIILFLDOO\� KDSSHQV� ERWK� 8.� DQG� (8�� WR� FRQWLQXH� WR� IROORZ� WKH� UXOHV� DQG�
SURFHGGXUHV� VWHPPLQJ� IURP� WKH� (8� PHPEHUVKLS�� 7KLV� QHZ� HUD� LV� D�
WUDQVLWLRQDO�SHULRG�ZKLFK� LV� WR� øDVW�HOHYHQ�PRQWKV�� �<HW�� DQRWKHU�H[FHSWLRQ�
FDQ�EH�JLYHQ�� WZR�\HDUV�H[WHQGHG�SHULRG��ZKLFK� LV�PRVW� OLNHO\� WR�RFFXU� LQ�
GXH� SURFHVV�� � 7KH� IDWH� RI� IXWXUH� UHODWLRQV� ZLOO� EH� GHWHUPLQHG� GXULQJ� WKH�
XQGHUOLQHG�QHJRWLDWLRQ�SURFHVV��
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$V� PHQWLRQHG� HDUOLHU�� %UH[LW� FOLPDWH� KDV� FUHDWHG� D� WRWDOO\� GLIIHUHQW�
PHWDPRUSKLVHV�LQ�SROLWLFDO�VHWWLQJ�DQG�LQVWLWXWLRQDO�GHVLJQ�RI�%ULWLVK�SROLWLFV���
1HZ�FRDOWLRQV��QHZ�SDUW\�OLQHV�QHZ�GLYLVLRQV�DQG�SDUW�OHDGHUVKLS�OLQHV�KDYH�
EHHQ�FUHDWHG�DQG�WKLV�KDV�DGGHG�D�QHZ�IODYRXU�WR�%ULWLVK�SROLWLFDO�OLIH�ZKLFK�
KDG�QHYHU�EHHQ�H[SHULHQFHG�DQ\WKLQJ�DOLNH�EHIRUH��(YHQ�EHIRUH� WKH�%UH[LW��
GLIIHUHQW�JURXSV�DQG�SROLWLFDO�SDUWLHV�HQJDJHG� LQ�YDULRXV�SROLWLFDO�DFWLYLWLHV�
WKDW� KDG� UHIOHFWHG� WKHLU� UHOHYDQW� SRVLWLRQ� RQ� (XURSHDQ� GHEDWH�� 2I� FRXUVH��
GXULQJ� WKLV� RQJRLQJ� SURFHVV�� QHZ� DOOLDJHQFHV� DUH� IRUPHG� DQG� GLVEDQGHG�
DIWHUZDUGV��SROLWLFDO�GLYLVLRQV�ZHUH�LQFUHDVLQJO\�VSUHDGLQJ�IURP�3DUOLDPHQW�
WR� WKH� ZKROH� VHFWLRQ� RI� WKH� %ULWLVK� 6RFLHW\�� 6RPH� UROHV� SOD\HG� HDUO\� RQ�
%UH[LW� FDPSDLJQ� ZHUH� WUDQVIRUPHG�� RU� HYHQ� UHSODFHG� ZLWK� RQH� DQRWKHU��
ZKLOH�VRPH�HDUO\�JDLQV�WXUQHG�RXW�WR�EH�WKH�ORVVHV�LQ�WKH�HQG���7KH�FKDQJLQJ�
UROHV�RII�1LJHO�)DUDJH�DQG�%RULV�-RKQVRQ�LV�DQ�H[DPSOH�IRU�WKH�IRUPHU�DQG�
ODERU�SDUW\�DQG�OLEHUDO�SDUW\�VWDQGV�DV�D�FDVH�IRU�WKH�ODWWHU��:KLOH�-RKQVRQ¶V�
SROLWLFDO� FDUHHU� XSOLIWHG� WKURXJKRXW� WKH�%UH[LW� SURFHVV��1LJHO� )DUDJH��ZKR�
KDG�EHHQ�VWDXQFK�VXSSRUWHU�DQG�D� OHDGLQJ�ILJXUH�RI�%UH[LW�SURFHVV�SULRU� WR�
UHIHUHQGXP��\HW�KLV�SROLWLFDO�FDUHHU�KDV�EHHQ�SDUWLFXODUO\�GLPLQLVKHG� LI�QRW�
FDPH�WR�D�KDOW�DW�WKLV�PRPHQW��/LE�GHP�OHDGHU�KDV�UHVLJQHG�DIWHU� WKH�ODWHVW�
HOHFWLRQ�GHIHDW��DQG�ODERXU�OHDGHU�-HUHP\�&RUE\Q�VFKHFXOHG�KLV�UHWUHDW�IURP�
WKH� ODERXU� SDUW\� OHDGHUVKLS� DIWHU� DFFHSWLQJ� UHVSRQVLELOLW\� IRU� WKH� ODWHVW�
ODQGVOLGH�HOHFWLRQ�GHIHDW����

%RULV�-RKQVRQ�LV�D�SRSXOLVW�SROLWLFLDQ�ZKR�KDV�OHG�FRQVHUYDWLYH�SDUW\�DKHDG�
RI� 8.¶V� IRUPDO� GHSDUWXUH� IURP� (8�� +DG� LW� QRW� EHHQ� IRU� DQ� XQFHUWDLQ�
WUDMHFWRU\�RI�%UH[LW�SURFHVV��+H�ZRXOG�QRW�KDYH�KDG�VR�PXFK�SRZHU�LQ�KLV�
KDQG�DQG�KDG�JDLQHG�VR�PXFK�SRSXODULW\��+H�ILUPO\�JUDEEHG�WKH�RSSRUWXQLW\�
IRU� OHDGHUVKLS� ZLWKLQ� WKH� &RQVHUYDWLYH� 3DUW\� ZKLOH� WKH� SDUW\� LWVHOI� ZDV�
XQGHUJRLQJ�DQ�LQVWLWXWLRQDO� WUDQVLWLRQ��$Q�DJH�ROG�SROLWLFDO�SDUW\�ZDV�EHLQJ�
GUDJJHG� LQWR� D� UKHWRULFDOO\� DSSHDOOLQJ� SRSXOLVW� WUDMHFWRU\� ZLWK� VRPH�
HOHPHQWV�RI�DXWKRULWKDULQLVP��+LV�DSSHDO�WLHG�WR�WKH�VWUDWHJ\�RI�³JHWWLQJ�WKH�
%UH[LW� GRQH´� LQ� D� ³SRS�FXOWXUH� IDVKLRQ´�ZKLFK�KLJKO\� UHVRQQDWHG�ZLWK� WKH�
PHPEHUV�RI�SXEOLF��2Q�WKH�DXWKRULWDULDQ�JURXQG��KH�FRXOG�QRW�WROHUDWH�LQWUD�
SDUW\�FULWLFLVPV��SDUWLFXODUO\�WKRVH�WDUJHWLQJ�KLV�%UH[LW�VWUDWHJ\��3ULRU�WR�WKH�
ODWHVW�SDUOLDPHQWDU\�HOHFWLRQV��KH�KDG�GLVPLVVHG�RU�HTXDOO\�IRUFHG�WR�UHVLJQ�D�
QXPEHU� RI� 7RUU\� 03V� DQG� YHWHUDQ� FRQVHUYDWLYH� SROLWLFLDQV�� ,W� EHFDPH�
FRQVSLFLRXV� WKDW� IXQGDPHQWDO� SULQFLSOHV� RI� LQWUD�SDUW\� GLDORJXH� DQG�
VROLGDULW\�KDG�EHHQ�UHFNOHVVO\�GLVFDUGHG����

5HJDUGLQJ�WKH�ODERXU�SDUW\��WKH\�KDYH�QRW�PDQDJHG�SRVW�UHIHUHQGXP�SURFHVV�
HIIHFWLYHO\�� � 7KH\� KDYH� IDLOHG� WR� VHQG� D� FOHDU�PHVVDJH� WR� WKH� SXEOLF�ZKDW�
WKH\�KDG�IXQGHPDQWDOO\�SODQQHG�WR�WDNH�8.�RXW�RI�(8�PHPEHUVKLS��3XEOLF�
SDWLHQFH�ZDV�ZHDULQJ�RXW�HYHQ�DPRQJ� WKH� UHPDLQ� VXSSRUWHUV�� �/DERXU�GLG�
QRW�FRPH�XS�ZLWK�D�SODXVLEOH�VXSSRUW�IRU�D�FOHDQ�%UH[LW�QRU�GLG�WKH\�H[SODLQ�
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YHU\�ZHOO�ZK\�7KHUHVD�0D\¶V�SODQV�ZHUH�KRUUHQGRXV��7KRVH�PLVWDNHV�SDYHG�
WKH� ZD\� IRU� D� GLVDVWURXV� HOHFWLRQ� GHIHDW� IRU� WKH� ODERXU� SDUW\� RQO\� WR�
VWUHQJWKWHQ�-RKQVRQ¶V�KDQG���%H\RQG�DQ\�GRXEW��FRQVLGHUDEOH�SHUFDQWDJH�RI�
IRUPHU�ODERU�YRWHUV�KDG�RSWHG�IRU�FRQVHUYDWLYH�SDUW\�WKDW�WLPH�IRU�D�VLPSOH�
UHDVRQ� WR� VHH� WKDW� ³%UH[LW� LV� GRQH´�� (YHU� VLQFH� WKHQ�� /DERU� 3DUW\� KDV�
HPEDUNHG� RQ� D� OHDGHUVKLS� FKDOOHQJH� IRU� WKH� QH[W� HOHFWLRQ��7KHUH� KDV� EHHQ�
GLVVDWLVIDFWLRQ� DQG�PLVWUXVW� OHYHOOHG� DJDLQVW� ODERXU� OHDGHUVKLS� DQG� WKH�ZD\�
WKH�SDUW\�LV�EHLQJ�JRYHUQHG��IURP�ZLWKLQ�WKH�ODERXU�SROLWLFDO�UDQNV��-HUHP\�
&RUE\Q�FDWHJRULFDOO\�GHFODUHG�WKDW�KH�ZRXOG�QRW�OHDG�KLV�SDUW\�LQWR�WKH�QH[W�
SDUOLDPHQWDU\�HOHFWLRQV��7KHUH�LV�JRLQJ�WR�EH�D�IXWXUH�OHDGHUVKLS�FKDOOHQJH�LQ�
ODERXU�SDUW\�DQG�WKH�TXHVWLRQ�RI�ZKHWKHU�D�VWURQJ�OHDGHUVKLS�FDQ�HPHUJH�ZLOO�
VWDQG� WKH� WHVW� RI� WLPH�� +RZHYHU�� WKH� SRVVLELOLW\� RI� D� ZHDNHU� ODERU� SDUW\�
UHSUHVHQWDWLRQ� E\� DQ� LQFRPSHWHQW� OHDGHUVKLS� LV� PRVW� OLNHO\� WR� DFFHOHUDWH�
SRSXOLVW� SROLFLHV� DQG� SUDFWLFHV� LQ� WKH� KDQGV� RI� QHR�FRQVHUYDWLVP��
$GGLWLRQDOO\�� WKLV�PLJKW�GHWHUULRUDWH� VRFLDO� DQG� UDFLDO� WHQVLRQV� IXUWKHUPRUH�
ZKLOH�DQWL�LPPLJUDWLRQ�VHQWLPHQW�EXLOGLQJ�XS�LQ�SDUW\�SROLWLFV�HOVHZKHUH�LQ�
(XURSH��$�VWURQJ�ODERXU�SDUW\�OHDGHUVKLS�PLJKW�DV�ZHOO�KHOS�IHQG�RII�VRFLDO�
VWULIHV�DQG�SUHYHQW�DFFRPSDQ\LQJ�PDMRU�VRFLDO�GLYLVLRQV�IURP�WDNLQJ�URRW�LQ�
PXOWLFXOWXUDO�%ULWLVK�6RFLHW\������

7KHUH�LV�QR�PDJLF�SRZHU�WR�UHVROYH�WKRVH�XQGHUOLQHG�SUREOHPV�QRU�LV�WKHUH�
DQ\� SROLWLFDO� FDSDFLW\� DQG�ZLOO� WR� WDNH� WKH�8�.��RXW�RI� WKH� GHDGORFN�� �7KH�
IXWXUH�SROLWLFDO�OLIH�LQ�WKH�8.�LV�OLNHO\�WR�EHFRPH�SRWDQWLDOO\�OHVV�FRPSHWHQW�
DQG� PRUH� FKDRWLF� DKHDG� RI� WKH� XQUHVROYHG� LVVXHV�� /DFN� RI� D� VWURQJ� DQG�
FDSDEOH� OHDGHUVKLS� LV� RQO\� RQH� VLGH� RI� WKH� FRLQ�� ,QVWLWXWLRQDO� GHFOLQH� LQ�
YDULRXV�JRYHUPHQWDO�DQG�ORFDO�JRYHUPHQWDO�OHYHOV�LV�IDU�PRUH�DODUPLQJ�WKDQ�
WKH�IRUPHU�LPSOLFDWHV��,W�LV�XQUHDOLVWLF�WR�VXSSRVH�WKDW�D�³GRQH´�%UH[LW�ZRXOG�
KDYH� SDYHG� WKH� ZD\� IRU� D� VWURQJHU� SROLWLFDO� GRPDLQ� LQ� UHVSHFW� RI� VWDEOH�
JRYHUQDQFH�DW�DOO�OHYHOV���7KHUH�KDYH�EHHQ�LQVWDQFHV�RI�PDMRU�VHWEDFNV�LQ�WKH�
ZD\�WKDW�LQVWLWXWLRQV�KDYH�EHHQ�IXQFWLRQLQJ�RYHU�WKH�WLPH��6XFK�LQVWLWXWLRQDO�
FRUURVVLRQ� KDV� EHHQ� WUDQVODWHG� LQWR� WKH� PDMRU� GHFOLQH� LQ� HFRQRPLF� ZHOO�
EHLQJ�DQG�OLYLQJ�VWDQGDUGV�RI�SHRSOH�GHVSLWH�WKH�IDFW�WKDW�WKH\�DUH�IRUPDOO\�
OLYLQJ� LQ� D�ZHOIDUH� VRFLHW\�ZKRVH� HFRQRP\� LV� FRQVLGHUHG� WR�EH�RQH�RI� WKH�
ULFKHVW� LQ� WKH�:RUOG��$PLGV� DOO� VXFK�ZHOIDUH� FODLPV�DV� FRQWUDGLFWRU\� DV� LW�
VHHHPV��VWRRG�HOHYHQ�PLOOLRQ�8.�FLWL]HQV�DFWLYHO\�OLYLQJ�DORQJ�WKH�SRYHUW\�
]RQH� RU� HYHQ� EH\RQG�� :HOIDUH� VWDWH� DQG� LWV� LQVWLWXWLRQV� DUH� FRQVWUXFWHG�
WKURXJK�WKH�HFRQRPLF�GHYHORSPHQW�HIIRUWV�DORQJ�WKH�SURFHVV�LQ�ZKLFK�ZKROH�
FRPPXQLWLHV� YROXQWDULO\� DQG� DFWLYHO\� LQYROYHG�� 7KH� SUH�FRQGLWLRQ� IRU�
DFKLHYLQJ�D�IXOO\�IOHGJHG�HFRQRPLF�GHYHORSPHQW�VWUDWHJ\�LV�V\QFKURQL]DWLRQ�
RI�SXEOLF�FRQVHQVXV�DQG�SROLWLFDO�ZLOO��:LWK�WKH�DEVHQFH�RI�ERWK��HFRQRPLF�
GHYHORSPHQW�JDLQV�ZLOO�FRQWLQXH�WR�VXIIHU�PDMRU�VHWEDFNV�LQ�WKH�8.�GXULQJ�
WKH�SURFHVV�IROORZLQJ�RIILFLDO�GHSDUWXUH�IURP�8.�����
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3RVW�%UH[ÕW�5HODWÕRQV�%HWZHHQ�8QÕWHG�.ÕQJGRP�$QG�(XURSHDQ�8QÕRQ��
)XWXUH�3HUVSHFWÕYHV�

$�GHDO�ZLWKRXW�VLQJOH�PDUNHW�RU�DW�OHDVW�ZLWKRXW�FXVWRPV�XQLRQ�LQWULQVLFDOO\�
HYRNHV� ,ULVK� LVVXH�� 2WKHUZLVH� FDOOHG� ³,ULVK� SUREOHP´� ZKLFK� QHFHVVLWDWHV�
FRQYHQWLRQDO� FXVWRP�FKHFNV� IRU� WKH�JRRGV�KHDGLQJ� WR�RU� FRPLQJ� IURP�(8�
FRXQWULHV� LI� FXVWRPV� XQLRQ� LV� QRW� DFKLHYHG�� �:KHWKHU� WKH� ERUGHU� EHWZHHQ�
1RUWKHUQ� ,UHODQG� DQG� 5HSXEOLFDQ� ,UHODQG�ZRXOG� UHPDLQ� RSHQ� LV� \HW� WR� EH�
GHFLGHG�� � � ,Q� DQ\� FDVH�� WKH� ORUULHV� DQG� VKLSV� KHDGLQJ� WR� 1RUWKHUQ� ,UHODQG�
IURP�8.�DQG�KHDGLQJ� EDFN� WR�8.�FDQ� VWLOO� EH� VXEMHFW� WR� ULJRURXV� FXVWRP�
SURFHGXUHV��$SDUW�IURP�WKH�SUDFWLFDO�GLIILFXOWLHV�DQG�HPHUJLQJ�LQHIILFLHQFHV��
VXFK�D�UDGLFDO�FKDQJH�GHPDQGV�D�KXJH�LQIUDVWUXFWXUH�SUHVHQFH�DQG�WHFKQLFDO�
SUHSDUHGQHVV�WKDW�ODFNV�DW�WKH�SUHVHQW���$W�WKH�HQG�RI�WKH�DSSRLQWHG�WLPHWDEOH�
DQG� DIWHU� LW� LV� H[WHQGHG� IRU� D� QHZ� WHUP�� LI� \HW� VWLOO� D� GHDO� KDV� QRW� EHHQ�
UHDFKHG�� WKH� SUHVHQW� IUDPHZRUN� DGRSWHG� E\� :72� VKRXOG� LUUHWULHYDEO\�
XQGHUWDNH� WR�PDQDJH� WKH� WUDGH� EHWZHHQ� WKH�(8�FRXQWULHV� DQG�8.��:LWKLQ�
WKH�IUDPHZRUN�RI�:72�UXOLQJV��HDFK�SDUWLHV�ZRXOG�EH�DXWKRUL]HG�WR�FKDUJH�
FXVWRP�GXWLHV�RQ�LPSRUWHG�SURGXFWV�DW�WKH�ERUGHU��8QGHU�WKH�SUHVHQFH�RI�WKLV�
VFHQDULR�� WKH� :72� MXULVGLFWLRQ� WDNHV� SUHFHGHQFH� IRU� DQ\� SRVVLEOH�
GLVDJUHHPHQWV�DQG�GLVSXWHV��

1RUZHJLDQ� PRGHO� KDV� RIWHQ� TXRWHG� DV� D� IHDVLEOH� DOWHUQDWLYH� IRU� VLQJOH�
PDUNHWV�� EXW� QDWXUDOO\� WKLV� DUJXPHQW� GRHV� QRW� DSSHDU� WR� EH� DQ� DSSOLFDEOH�
VROXWLRQ���QRU�LV�1RUZHJLDQ�PRGHO�DQ�DSSOLFDEOH�RSWLRQ�IRU�UHJXODWLQJ�ODERXU�
PRYHPHQW�EHWZHHQ�(8�DQG�8.�� �7KH�FXUUHQW�8.�SRVLWLRQ�LV�IDU�IURP�VRIW�
DSSURDFK� WR� UHVROYH� WKH� GHDGORFN� EXW� UDWKHU� LQ� IDYRXU� RI� LPSRVLQJ� WRXJK�
ODERXU� FRQWUROV�� DW� OHDVW� IRU� FHUWDLQ� (8� FRXQWULHV�� � � $IWHU� DOO�� � PLJUDWLRQ�
IORZV�HQJHQGHUHG�E\�FHUWDLQ�FRXQWULHV�KDG�EHHQ�PDMRU�VRXUFH�RI�JULHYDQFHV�
IRU� WKH�8.�GXULQJ� WKH�SUH�%UH[LW� UHIHUHQGXP�SURFHVV�� �2Q� WKH�RWKHU�KDQG���
WKH�(8�3ROLW\�E\�QR�PHDQV�ZLOO�WROHUDWH�D�GLVFULPLQDWRU\�PLJUDWLRQ�GHDO�LQ�
WKH� OHDVW�� DQG� WKH\�KDYH� FODLPHG� WR�GR� VR� IURP� WKH�YHU\�EHJLQQLQJ�RI� WKLV�
SURFHVV�� �7KH� SRVVLELOLW\� RI� D� GHDO� RU� DQRWKHU� IHDVLEOH� DUUDQJHPHQW� RQ� WKH�
DVSHFW� RI� ³IUHHGRP� RI� PRYHPHQW´� ORRNV� HYHU� PRUH� GLVWDQW� RQ� WKLV� PRVW�
FRQWHQWLRXV� LVVXH� DQG� HYHQWXDOO\� WKH� 8.� SROLF\� PDNLQJ� LV� EHFRPLQJ� IDU�
PRUH�LVRODWHG�DV�D�UHVXOW��

7KHUHVD�0D\¶V�VXJJHVWLRQ�IRU�UHJXODWLRQ�RI�LQWUD�(8�ODERXU�PRYHPHQW�ZDV�
PRUH�DFFHSWDEOH�IRU�(8�LQ�UHODWLYH�WHUPV�VLQFH�EHLQJ�³VRIW´�LQ�GHVFULSWLRQ�
KLQJHV�RQ�LWV�PRUH�LQFOXVLYH�DQG�DFFRPPRGDWLYH�QDWXUH���,W�ULJKWO\�VXJJHVWV�
WKDW�DOO�PLJUDWLRQ�IORZV�FRPLQJ�IURP�(8�EH�DFFHSWHG�LQ�8.�H[FHSW�WKRVH�RI�
ORZ�VNLOOHG�DQG�XQVNLOOHG�ODERXU�IORZV����2II�FRXUVH��VKH�KDG�WR�IHQG�RII�WKH�
RSSRVLWLRQ�OHYHOOHG�IURP�KHU�RZQ�SDUW\��IURP�WKRVH�EHORQJ�WR�KDUG�%UHH[LW�
FDPS� DQG� VKH� KDG� IDLOHG� WR� FRQYLQFH� WKHP� DQG� UHVW� RI� WKH� PHPEHUV� RI�
3DUOLDPHQW�� � <HW�� ZKHWKHU� RU� QRW� LW� FRXOG� KDYH� EHHQ� HQGRUVHG� E\� (8�
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DXWKRULWLHV� LI� 0D\� SODQ� KDG� SDVVHG� WKURXJK� LQ� 3DUOLDPHQW��LV� QRW� FOHDU���
+RZHYHU��LI�QHJRWLDWLRQV�DUH�KHDGLQJ�WRZDUGV�D�GHDGORFN��WKH�(8�OHDGHUVKLS�
PLJKW�VWDUW�FRQVLGHU�FRPSURPLVLQJ�WKHLU�DJHQGD��

$V� UHJDUG� IRU� (8� FLWL]HQVKLS� DQG� ULJKW� RI� VXIIUDJH�� WKH� GHSDUWXUH�
DXWRPDWLFDOO\� UHPRYHV� DFFHVVLELOLW\� IRU� 8.� FLWL]HQV�� � 7KH� SK\VLFDO�
PRYHPHQW�RI�SHRSOH�DQG�JRRGV�DQG�VHUYLFHV�ZLOO�EH�SUHVHUYHG�DV�LW�LV�GXULQJ�
WKH�WUDQVLWLRQ�SHULRG����&RQFHUQLQJ�WKH�8.�FLWL]HQV�ZRUNLQJ�LQ�(8�FRXQWULHV�
DQG� YLFD�YHUVD�� WKH� ZRUNV� DQG� ZRUNLQJ� FRQGLWLRQV� DUH� WR� EH� SUHVHUYHG�
RULJLQDOO\�XQWLO�D�QHZ�DJUHHPHQW�LV�UHDFKHG����$IWHU�WKH�WUDQVLWLRQ��WKH\�ZLOO�
EH� DOORZHG� WR� ZRUN� ZLWKLQ� WKH� GRPHVWLF� FLUFXPVWDQFHV� EXW� IRU� WKH� (8�
QDWLRQDOV� OLYLQJ� LQ� 8.� FDQ� EH� IDU� PRUH� FRPSOLFDWHG�� � � 'XH� WR� WKH� WLPH�
UHTXLUHPHQW� IRU� UHVLGHQF\� ULJKWV� LQ� 8.�� VRPH� (8� QDWLRQDOV� PLJKW� VXIIHU�
VHULRXV�VHWEDFNV�UHJDUGLQJ�ZRUN�DQG�UHODWHG�UHJXODWLRQV�ZKHQ�WKH\�FKRVH�WR�
UHPDLQ�LQ�8.¶V�ODERU�IRUFH���$V�D�JHQHUDO�SULQFLSOH��VLQJOH�PDUNHW�UXOHV�DQG�
SULQFLSLOHV� FRQWLQXH� WR� IXQFWLRQ� IXOO\� GXULQJ� WKH� WUDQVLWLRQ� SHULRG�� � 7KH�
(XURSHDQ�ODZ�ZRXOG�EH�DFWLYHO\�IXQFWLRQDO�DQG�PXVW�EH�DV�VWULFWO\�REVHUYHG�
DV�EHIRUH�� �7KH�UXOLQJV�RI�(XURSHDQ�&RXUW�RI�-XVWLFH�ZRXOG�FRQWLQXH�WR�ILOO�
WKH� YRLG� LQ� DSSOLFDWLRQ� RI� ODZ� XQGHU� LWV� MXULVGLFWLRQ� GXULQJ� WKH�
WUDQVIRUPDWLRQ�� � 1HYHUWKHOHVV�� 8.� FDQ� QRW� WDNH� SDUW� LQ� GHFLVLRQ� PDNLQJ�
SURFHVV�LQ�VKDSLQJ�FRPPXQLW\�ODZ�DQHZ�� �$V�IRU�DSSOLFDWLRQ�RI�&$3��ZLOO�
EH�LQWDFW�LQ�WUDQVIRUPDWLRQ�SURFHVV�EXW�PRVW�OLNHO\�EH�GLVFDUGHG�DIWHU�WKH�HQG�
RI� WKLV� SHULRG�� �&$3� LV� RQH� RI� WKH�PDLQ� SLOODUV� RI� WKH�(XURSHDQ�&RPPRQ�
PDUNHW��FUHDWHG�LQ�OLQH�ZLWK�WKH�IUDPHZRUN�GHVLJQDWHG�E\�5RPH�$JUHHPHQW���
$V�IDU�DV�(XURSHDQ�%XGJHW�FRQWULEXWLRQ�LV�FRQFHUQHG��8.�ZLOO�EH�SDUW�RI�LW�
GXULQJ� WKH� WUDQVLWLRQDO� VWDJH�SOXV� DUUHDUV� GXH� WR� IRUPHU� OLDELOLWLHV�DUH�
FRPELQHG�REOLJDWLRQV�WR�(8�EXGJHW�LQ�WUDQVLWLRQ�����

7KH�ILVKHULHV�VHFWRU�KDV�EHHQ�D�KXJH�VRXUFH�RI�FRQWURYHUV\��8.�LQWHQGV� WR�
WDNH� WRXJK�VWDQFH�RQ� WKLV�� UHVWULFWLQJ�RSHUDWLRQV�RI�(8�ILVKLQJ�ERDWV� LQ� WKH�
8.¶V�ZDWHUV��,W�DSSHDUV�WKDW�SRVW�VHWWOHPHQW�FRQGLWLRQV�IRU�)UHQFK�DQG�RWKHU�
ILVKHUPHQ�PDLQO\�RSHUDWHG�LQ�%ULWLVK�ZDWHUV�DUH�OLNHO\�WR�EHFRPH�IDU�ZRUVH�
WKDQ�WKH\�XVHG�WR�EH�UHJDUGOHVV�RI�ZKDW�WKH�WHUPV�RI�WKH�GHDO�WR�EH�DGRSWHG�
ZLOO� EH� OLNH�� �7KH� YHU\� FKDUDFWHU� RI�8.¶V� VWDQFH� LQ� WKLV� UHJDUG� OLHV� LQ� KHU�
ULJLG� H[�DQWH� SRVWXUH� WKDW� UHMHFWV� DQ\� H[�SRVW� SHUPDQHQW� GHDO� LQ� WKH� ILUVW�
SODFH�� �7KHLU�LQWHQWLRQ�LQ�WKLV�UHVSHFW�LV�WR�EH�DEOH�WR�GHVLJQ�GHDOV�RQO\�IRU�
WHPSRUDULO\� �L�H��RQH�\HDU�SHULRG�EDVH��DQG�UHQHJRWLDWH�D�QHZ�GHDO�DW� HYH\�
\HDU�HQG���<HW��GHDOHUV�ZRUNLQJ�RQ�%ULWLVK�VRLO�DUH�DOVR�OLNHO\�WR�VXIIHU�VLQFH�
GLYHUVH� FDWFKHV� E\� GLIIHUHQW� QDWLRQDOV� LQ� 8.� WHUULWRU\� KDYH� EHHQ� KLJKO\�
GHPDQGHG�E\�%ULWLVK�FRQVXPHUV���3ULFHV�RI�VHD�IRRG�DUH�OLNHO\�WR�EH�RQ�WKH�
ULVH�LI�(8�FRXQWULHV¶�DFFHVV�LQWR�%ULWLVK�ZDWHUV�LV�H[WUHPHO\�OLPLWHG��
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&RQFOXVÕRQ�

7KH� PDUNHW� IRUFHV� KDYH� KDG� WR� UHVSRQG� WR� WKH� RXWFRPH� RI� WKH� %UH[LW�
UHIHUHQGXP�ZLWK�HQRUPRXV�VSHHG�DQG�PDJQLWXGH�ZKLFK�ZDV�XQSUHFHGHQWHG�
WR� HYHQ� WKH�PRVW� FDXWLRXV� HFRQRPLVW� DQG�RU�PDUNHW� DQDO\VW�� ,Q� D�PDWWHU� RI�
WZR�GD\V��VKDUS�IDOO�DJDLQVW�PDMRU�FXUUHQFLHV�EHJDQ�DQG�LW�ZDV�DPRXQWLQJ�WR�
VL[WHHQ� SHUFHQW�� %ULWLVK� SRXQG� KDV� UHDFKHG� ORZHVW� YDOXH� LQ� D� VHULHV� RI�
GHSUHFLDWLRQ�DJDLQLVW�86�GRODU�IRU�ODVW�WKLUW\�\HDUV��6HFXULW\�SULFHV�KDG�DOVR�
IDOOHQ� VKDUSO\� LQ� UHVSRQVH� WR� WKH� UHVXOWV�RI�%UH[LW��7KH� UHIHUQGXP�QRW� RQO\�
GLG� VHQG� 626� VLJQDOV� IRU� WKH� 8.� HFRQRP\� EXW� DOVR� JHQHUDWHG� SROLWLFDO�
ODQGVOLGH�OHIW�EHKLQG�³KXJH�FUDFNV´�RQ�SROLWLFDO�ODQGVFDSH�WR�D�FHUWDLQ�H[WHQW�
SURRI� RI� KRZ� GHHSO\� IUDJLOH� WKH� %ULWDLQ¶V� SROLWLFDO� HVWDEOLVKPHQWV� KDYH�
EHFRPH�� 7KLV� PD\KHP� LQ� %ULWLVK� SROLWLFV� DSSHDUV� WR� IRUFH� LWV� LPSDFW� RQ�
%ULWLVK� SROLW\� HVWDEOLVKPHQW� DQG� SXEOLF� LQ�PDQ\� \HDUV� WR� FRPH�� %RLVWULRXV�
FKDOODQJHV��GLYLVLRQV�DQG�FRPSHWLWLRQ� LQ� WKH� VDPH�SDUW\� OLQHV�KDYH�EHFRPH�
FRQWDJLRXV�LQ�ERWK�JRYHUQLQJ�SDUW\�DQG�RSSRVLWLRQ��

'HVSLWH� WKH� IDFW� WKDW�%RULV� -RKQVRQ�KDYH�JDLQHG�D� ODQG�VOLGH�YLFWRU\� LQ� WKH�
ODWHVW� SDUOLDPHQWDU\� HOHFWLRQV� DQG� HYHQWXDOO\� IRUPDOL]HG� 8.¶V� GHSDUWXUH�
IURP�(8��SRWDQWLDO�FKDOODQJHV�DWWDFKHG�WR�%UH[LW�UHPDLQV�VDPH�DV�XVHG�WR�EH��
7KDW�LV�WR�VD\��DOPRVW�QR�VHWWOHPHQW�RU�DQ\�VXEVWDQWLDO�SODQ�KDV�HPHUJHG�XS�
WR�WKLV�GD\���QXPHURXV�LVVXHV�DQG�SROLF\�DUHDV�ZDLWLQJ�WR�EH�FODULILHG�LQ�WKH�
IDFH� RI� 8�.�¶V� DFWXDOL]HG� GHSDUWXUH� IURP� (8�� � 3RSXOLVW� SROLWLFLDQV� KDYH�
EHFRPH� D� PDMRU� FKDUDFWHULVWLFV� RI� 8.� SROLWLFDO� OLIH� QRW� RQO\� SULRU� WR� WKH�
%UH[LW� UHIHUHQGXP� EXW� LPPHGLDWHO\� DIWHU� WKH� UHIHUHQGXP� XS� WR� WKH� IRUPDO�
GHSDUWXUH�� � 7KH� GHFOLQH� LQ� %ULWLVK� HFRQRPLF� SHUIRUPDQFH� DQG� OLYLQJ�
VWDQGDUGV� RI� DYHUDJH� %ULWLVK� FLWL]HQV� KDYH� EHHQ� PDMRU� GULYLQJ� IRUFH� IRU�
LQWHQVLILHG� SRSXOLVW� UKHWRULF�� DOORZLQJ� RUGLQDU\� SHRSOH� WR� DOLJQ� WKHLU�
JULHYDQFHV� ZLWK� VKDUS�HGJHG� DQWL�(XURSHDQ� SROLWLFV�� � 7KH� SROLWLFDO� WHQVLRQ�
VHHPV� WR�KDYH�VXEVLGHG� IRU� WKH� WLPH�EHLQJ�EXW� UHDOLW\� LV� WKDW� UHDO�SUREOHPV�
UHODWHG�WR�HFRQRPLF�ZHOO�EHLQJ�DQG�SRVW�%UH[LW�VHWWOHPHQW�KDYH�EHHQ�VZHSW�
XQGHU�WKH�FDUSHW���

$FFRUGLQJ� WR� WKH� SUHYLRXVO\� PRGLILHG� WLPH� WDEOH�� ERWK� SDUWLHV� DUH� KHUHE\�
UHTXLUHG�WR�VWULNH�D�GHDO�EHIRUH�WKH�HQG�RI��������'XULQJ�WKH�WUDQVIRUPDWLRQ�
SHULRG�� 8.� ZLOO� KDYH� WR� DELGH� E\� WKH� (8� ODZ� � �$FTXLV� � &RPPXQXWDLUH���
7KURXJK� WKDW� (8� ODZ� WDNH� SUHFHGHQFH� ZKHUHYHU� LWV� DSSOLFDWLRQ� UHTXLUHG���
1HYHUWKHOHVV��8.�QHLWKHU�ZLOO�EH� UHSUHVHQWHG� LQ�GHFLVLRQ�PDNLQJ�ERGLHV�RI�
(8�QRU�KDYH�DQ\�LPSDFW�RQ�OHJLVODWRU\�SURFHVV�GXULQJ�WKH�WUDQVLWLRQ��:KLOH�
HQMR\LQJ� WKH� EHQHILWV� WR� D� ODUJHU� H[WHQW�� WKH� 8�.�JRYHUPHQW� ZLOO� KDYH� WR�
FRQWLQXH�WR�FRQWULEXWH�WR�WKH�(8�EXGJHW�DV�VFKHGXOHG�EHIRUH��

8�.�¶V�H[SHFWDWLRQV�IURP�(8�WUDGH�KDYH�QRW�EHHQ�PHW�DV�D�PHPEHU�IRU�PDQ\�
GHFDGHV��DQG�QRW�PXFK�KRSH��QRU�DQ\�GHVLUH�OHIW�WR�WXUQ�DURXQG�WKH�WHUPV�RI�
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WUDGH�ZLWK�WKHLU�(8�WUDGLQJ�SDUWQHUV���([SRUWV�KDYH�QRW�EHHQ�GHYHORSLQJ�XS�WR�
WKH�GHVLUDEOH�OHYHO��7KH�VKDUHG�RSWLPLVP�RI�%ULWLVK�3XSOLF� WR�D� ODUJH�H[WHQW�
ZDV�WKDW�OHDYLQJ�(8�FRXOG�KDYH�RSHQHG�QHZ�GRRUV�RI�RSSRUWXQLWLHV�IRU�WUDGH�
HVSHFLDOO\� IRU� H[SRUW� SURGXFWV� ZKHUH� 8.¶V� ZHDNQHVV� LV� REYLRXV�� 7KH�
UHJXODWLRQ� EDVHG� QDWXUH� RI� (8� EXVLQHVV� DQG� WUDGH� LV� YLHZHG� DV� D� PDMRU�
REVWDFOH�IRU�PRYLQJ�IRUZDUG�LQ�WKH�GLUHFWLRQ�RI�GHYHORSLQJ�WUDGH�VWUDWHJLHV�WR�
LQFUHDVH�WKH�VL]H�RI�H[SRUWV��$V�IRU�WKH�LPPLJUDWLRQ��WKH�SULPDU\�FRPSODLQ�LV�
IRFXVHG�RQ�WKH�LQWUD�(8�ODERXU�IORZV��FODLPLQJ�WKDW�WKRVH�LPPLJUDWLRQ�ZDYHV�
DUH� GHVWDELOL]LQJ� ODERXU� PDUNHWV� DQG� HFRQRPLF� KHDOWK� LQ� WKH� 8.�� 7KH�
LPPLJUDQWV�FDPH�WR�8.�IURP�3RODQG�HVSHFLDOO\�KDYH�EHFRPH�PDLQ�WDUJHW�RI�
EODPH� LQ� WKLV� FRQWH[W�� <HW�� VWDWLVWLFV� LQGLFDWH� WKDW� ZRUNHUV� FRPLQJ� IURP�
3RODQG�DQG�VRPH�RWKHU�FRXQWULHV�UHSUHVHQW�D�KLJK�UDWH�RI�HPSOR\PHQW�ZLWK�
HTXDOO\� ORZ�UDWH�RI�XQHPSOR\PHQW�EHQHILWV�FODLP��7KH\�DUH�SURYHQ�WR�KDYH�
EHHQ�FRQWULEXWLQJ� WR� WKH�8.�HFRQRP\� UDWKHU� WKDQ�EHLQJ�D�EXUGHQ��0RVW�RI�
WKH� UHVHDUFK�FRQGXFWHG�RQ�%UH[LW� FRPHV� WR� WKH� FRQFOXVLRQ� WKDW� OHDYLQJ�(8�
ZLOO�KDYH�QHJDWLYH�LPSDFW�RQ�8.¶V�HFRQRPLF�JURZWK�LQFOXGLQJ�LQ�WKH�ORQJ�
UXQ��,W�LV�DOVR�HVWLPDWHG�WKDW�VWD\LQJ�RXWVLGH�WKH�(8�ZLOO�UHVXOW�LQ�D�VXEVWDQWLDO�
OHYHO� RI� )',� ORVV� ZKLFK� UHVWUDLQV� WKH� HFRQRPLF� JURZWK� DQG� DYHUDJH�
KRXVHKROG� LQFRPH�FDQ�EH�DIIHFWHG�DGYHUVHO\��%DUULHUV� WR� IUHH�PRYHPHQW�RI�
ODERXU�ZLOO�UHGXFH�WKH�DYHUDJH�ODERXU�SURGXFWLYLW\�LQ�8.�DQG�ZLOO�JHQHUDWH�
ZHOIDUH� UHGXFLQJ� LPSDFW�� ,QIODWLRQ� LV� OLNHO\� WR�EH�KLJKHU� WKDQ� LW�ZDV�EHIRUH�
%UH[LW�GHFLVLRQ�DQG�VXFK�D�WUHQG�FDQ�SHUSHWXDWH�LQ�WKH�ORQJ�UXQ��

:KHWKHU� WKH� SURVSHFWLYH� 8.� HFRQRP\� ZLOO� HPHUJH� DV� VWURQJHU� DIWHU� WKH�
VHWWOHPHQW� SURFHVV� LV� GLIILFXOW� WR� FRQMHFWXUH�� � 1HYHUWKHOHVV�� JLYHQ� WKH�
FLUFXPVWDQFHV�E\�QRZ�DQG�DFFRPSDQ\LQJ�XQFHUWDLQWLHV� DQG� VHWEDFNV� LQ� WKH�
VKRUW�UXQ�SURFHVV��LW�LV�QRW�KDUG�WR�SUHGLFW�WKDW�WKH�8.�ZLOO�EHFRPH�ZRUVH�RII�
RXWVLGH�WKH�(8�WKDQ�LQVLGH�WKH�(8�UHJDUGOHVV�RI�WKH�VHWWOHPHQW�WHUPV���,W�KDV�
QRW�EHHQ�ORQJ�EHIRUH�WKH�HFRQRPLF�IDOO�DFFRPSDQ\LQJ�WKH�%UH[LW�GHFLVLRQ�KDV�
VKRZQ� LWV� IDFH�� � ,W� FDQ� EH� LQIHUUHG� IURP� WKH� UHOHYDQW� GDWD� WKDW� RYHUDOO�
HFRQRPLF�ZHOO�EHLQJ�RI�WKH�8.�FLWL]HQV�ZHUH�QRWLFDEO\�EHWWHU�E\�WKHQ��SUH�
%UH[LW�GHFLVLRQ��WKDQ�QRZ��+DYLQJ�VXUUHQGHUHG�E\�XQFHUWDLQWLHV��ZKHWKHU�8.�
ZLOO�EHFRPH�EHWWHU�RII�RXVLGH�(8�ZLWK�D�VWURQJ�HFRQRP\�LQ�WKH�ORQJ�UXQ�KDV�
WR�VWDQG�WKH�WHVWLQJ�RI�WKH�WLPH���+RZHYHU��LW�LV�RYHU�RSWLPLVWLF�WR�SUHGLFW�WKDW�
D� VWHHO�VWURQJ� HFRQRP\� FDQ� EH� FRQVWUXFWHG� LQ� D� PDWWHU� RI� D� IHZ� \HDUV���
5DWKHU�� � VXEVWDQWLDO� JDLQV� IURP� EHLQJ� RXWVLGH� WKH� (8� PLJKW� QRW� EH�
PDWHULDOL]HG� HDUOLHU� WKDQ� WHQ� \HDUV�� WKH� SHULRG� RI� WLPH� FDQ� EH�PHDVXUHG� DV�
ORQJ�UXQ��

$OWKRXJK�8�.��KDV�RIILFLDOO\�ZLWKGUDZQ�IURP�(�8��WKH�QDWXUH�RI�WUDGH�UHJLPH�
EHWZHHQ�WZR�SDUWLHV�VWLOO�UHPDLQV�DV�D�P\VWHU\���,Q�DVVHVVLQJ�FXUUHQW�WUHQGV�RI�
WUDGH� LQ� JRRGV� EHWZHHQ� 8�.�� DQG� (�8�� WKH� IRFXV� KDV� RIWHQ� EHHQ� RQ� WKH�
QHJDWLYH�VLGH�WKH�IDFW�WKDW�8�.��UXQV�D�FRQVLGHUDEOH�WUDGH�GHILFLW�YLV�D�YLV�WKH�
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(�8�� FRXQWULHV�� � +RZHYHU�� DQRWKHU� DVSHFW� RI� WKH� 8�.��(�8�� WUDGH� KLJOLJKWV�
WKDW�DERXW�DQ�KDOI�RI�8�.�¶V�WRWDO�H[SRUWV�DUH�GHVWLQHG�WR�WKH�(�8��FRXQWULHV����
6WD\LQJ� RXWVLGH� WKH� 6LQJOH�0DUNHW� DQ\� NLQG� RI� WUDGH� UHJLPH�� ZRXOG� PRVW�
OLNHO\�WR�EULQJ�GRZQ�8�.¶V�H[SRUWV�VKDUH�LQ�(XURSHDQ�PDUNHWV��8S�WR�QRZ��
8�.��KDV�H[SORLWHG�IXOO�EHQHILWV�RI�EHLQJ�SDUW�RI�WKH�(8¶V�6LQJOH�0DUNHW�WKH�
H[SRUW� SHUIRUPDQFH�KDV� WKHUHIRUH�FRPH�DERXW� WKURXJK� WKH�GLYHUVH�FKDQQHOV�
ZLWK�ZKLFK�IUHH�WUDGH�LV�VXSSRUWHG���,W� ORRNV�OLNH�DQ\WKLQJ�RWKHU�WKDQ�VLQJOH�
PDUNHW� VHWWOHPHQW� ZLOO� XQGHUPLQH� 8�.�¶V� UHFHQW� H[SRUW� WUHQGV�� � +RZ� WKLV�
FRXOG�EH�RIIVHW� WKURXJK�RWKHU� WUDGH�GHDOV�ZLWK� WKH�RWKHU�SDUWV�RI� WKH�ZRUOG�
UHPDLQV� WR� EH� GXELRXV�� � (TXDOO\�� FDSLWDO� IORZV� GHULYHG� IURP� WKH� (�8�� DQG�
RWKHU�SDUW� RI� WKH�JOREH�DSSHDUV� WR�EH� LQ�GHFOLQH� DV� UHVXOW� RI� WKH�XQGHUOLQHG�
H[LW� IURP�WKH�(8¶V�6LQJOH�0DUNHW�� �'LUHFW� LQYHVWPHQW� WR�8�.��IURP�DEURDG�
KDV�QRWLFHDEO\�EHHQ�LQ�GHFOLQH�DOUHDG\�DV�UDLVLQJ�WKH�TXHVWLRQ�RI�FUHGLELOLW\���
7KH� ORQJHU� WKH� XQFHUWDQWLHV� SUHYDLO�� WKH� FRVWOLHU� FUHGLELOLW\� HIIHFW� EHFRPHV��
KHQFH�IXUWKHU�GLVFRXUDJLQJ�FDSLWDO�IORZV������

5HIHUHQFHV�

$$���������7XUNH\�FDQ�ILOO�%UH[LW�JDS�LQ�(8��'S��6DKLQ�2NWD\�������������
�(8��2QOLQH���

%DLHU�� 6�/��� %HUJVWUDQG�� -��+��� (JJHU�� 3��� 0F/DXJKOLQ�� 3�$�� ������� µ'R�
(FRQRPLF� ,QWHJUDWLRQ� $JUHHPHQWV� $FWXDOO\� :RUN"� ,VVXHV� LQ�
8QGHUVWDQGLQJ� WKH� &DXVHV� DQG� &RQVHTXHQFHV� RI� WKH� *URZWK� RI�
5HJLRQDOLVP¶��7KH�:RUOG�(FRQRP\����������������

%DOGZLQ�� 5�� HG� �������� %UH[LW� %HFNRQV�� 7KLQNLQJ� $KHDG� E\� /HDGLQJ�
(FRQRPLVWV��&(35�3UHVV��

%DQN�RI�(QJODQG���������³(8�0HPEHUVKLS�DQG�%DQN�RI�(QJODQG´��6DQN�RI�
(QJODQG��������

%RUQ�� %�� *� 0XOOHU�� 0� 6FKXODULFN� DQG� 3� 6HGODFHN� �������� ³7KH� &RVWV� RI�
(FRQRPLF� 1DWLRQDOLVP�� (YLGHQFH� IURP� WKH� %UH[LW� ([SHULPHQW�´�
8QLYHUVLW\�RI�%RQQ��PLPHR��-XQH��

%UHLQOLFK�� +�� /HURPDLQ�� (�� 1RY\� '� DQG� 7� 6DPSVRQ� �������� ³7KH� %UH[LW�
9RWH�� ,QIODWLRQ� DQG� 8.� /LYLQJ� 6WDQGDUGV�´� &(3�/6(�� PLPHR�
�6HSWHPEHU���

%HJJ�� ,�� �������� ³(8� %XGJHWDU\� 3ROLFLHV´� LQ� ³7KH� 8.� 	(XURSH�� &RVWV��
%HQHILWV��2SWLRQV��7KH�5HJHQW¶V�5HSRUW��������3�����5HJHQW¶V�8QLYHUVLW\��
/RQGRQ��

%HJJ�� ,� �������� ³0DNLQJ� 6HQVH� RI� WKH� &RVWV� DQG� %HQHILWV� RI� %UH[LW��
&KDOOHQJHV�IRU�(FRQRPLVWV�´�$WODQWLF�(FRQRPLF�-RXUQDO������������������
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%ROWKR�� $��� (LFKHQJUHHQ�� %� �������� µ7KH� (FRQRPLF� ,PSDFW� RI� (XURSHDQ�
,QWHJUDWLRQ¶��&(35�'LVFXVVLRQ�3DSHU�1R��'3�����

%UXQRZ�� 6�� 1LMNDPS�� 3��� 3RRW�� -� �������� µ7KH� ,PSDFW� RI� ,QWHUQDWLRQDO�
0LJUDWLRQ� RQ�(FRQRPLF�*URZWK� LQ� WKH�*OREDO�(FRQRP\¶��+DQGERRN�RI�
WKH�(FRQRPLFV�RI�,QWHUQDWLRQDO�0LJUDWLRQ��9ROXPH��%��SS������������

%XFNZHOO�� $��� �������� $JULFXOWXUDO� LPSOLFDWLRQV� RI� %UH[LW�:RUVKLSIXO�
FRPSDQ\�RI�IDUPHUV��������

&HQWHU� IRU�(FRQRPLF�3HUIRUPDQFH� �������� ³%5(;,7�������3ROLF\� DQDO\VLV�
IURP� WKH� &HQWUH� IRU� (FRQRPLF� 3HUIRUQDQFH�� WKH� /RQGRQ� 6FKRRO�
(FRQRPLFV�DQG�3ROLWLFDO�6FLHQFH��-XQH��������

&(5� �������� µ7KH� ILQDO� UHSRUW� RI� WKH�&(5�FRPPLVVLRQ�RQ� WKH�8.�DQG� WKH�
(8�VLQJOH�PDUNHW¶��

&RQJGRQ�� 7�� ��������+RZ� PXFK� GRHV� WKH� (XURSHDQ� 8QLRQ� FRVW� %ULWDLQ"
�����(GLWLRQ��(VVH[��8.,3�

&UDIWV��1�� ������� µ7KH�*URZWK�(IIHFWV� RI� (8�0HPEHUVKLS� IRU� WKH�8.��$�
5HYLHZ�RI�WKH�

(LFKHU��7���+HQQ��&��������� µ,Q�6HDUFK�RI�:72�7UDGH�(IIHFWV��3UHIHUHQWLDO�
7UDGH� $JUHHPHQWV� 3URPRWH� 7UDGH� 6WURQJO\�� %XW� 8QHYHQO\¶�� :RUNLQJ�
3DSHUV� 8:(&���������)&�� 8QLYHUVLW\� RI� :DVKLQJWRQ�� 'HSDUWPHQW� RI�
(FRQRPLFV�

(XURSHDQ� &RPPLVVLRQ� �������� ³$WWLWXGHV� WRZDUGV� WKH� (8� LQ� WKH� 8QLWHG�
.LQJGRP´��$QDO\WLFDO�5HSRUW��0DUFK�������

(XURVWDW���������(XURSHDQ�/DERXU�)RUFH�6XUYH\��(XURVWDW���������

KWWS���ZZZ�JOREDOEULWDLQ�RUJ�%11�%1��1R1HHGWREHORQJ(8WR7UDGHZLWKLW�S
GI��������������

*OREDO�&RXQVHO���������³%5(;,7��WKH�LPSDFW�RQ�WKH�8.�DQG�WKH�(8��*OREDO�
&RXQVHO��������

+RXVH� RI� &RPPRQV� ������� µ/HDYLQJ� WKH� (8¶�� 5HVHDUFK� 3DSHU� ������� �VW�
-XO\��

KWWS���UHVHDUFKEULHILQJV�SDUOLDPHQW�XN�5HVHDUFK%ULHILQJ�6XPPDU\�61�����
�IXOOUHSRUW��������������

KWWS���ZZZ�JOREDOEULWDLQ�RUJ�%11�%1��&RVWRI� (8PHPEHUVKLS�SGI�
�������������

KWWS���ZZZ�JOREDOEULWDLQ�RUJ�%11�%1��*URZWK([SRUWV,PSRUWV>�@�SGI�
�������������
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KWWS���ZZZ�JOREDOEULWDLQ�RUJ�%11�%1��3LQN%RRN��SGI�SGI��������������

KWWS���ZZZ�FHU�RUJ�XN�VLWHV�GHIDXOW�ILOHV�SXEOLFDWLRQV�DWWDFKPHQWV�SGI������E
XFKDQBVZLVVBQRUZD\B��RFW��������SGI��������������

KWWSV���ZZZ�JRY�XN�JRYHUQPHQW�VSHHFKHV�HX�VSHHFK�DW�EORRPEHUJ�
�������������

0LQIRUG�� 3�� ������� µ(YDOXDWLQJ� (XURSHDQ� 7UDGLQJ� $UUDQJHPHQWV¶�� &DUGLII�
(FRQRPLFV�

3DLQ��1���<RXQJ��*����������µ7KH�0DFURHFRQRPLF�(IIHFW�RI�8.�:LWKGUDZDO�
IURP�WKH�(8¶��(FRQRPLF�0RGHOOLQJ�����������������

3HUIRUPDQFH�(OHFWLRQ�$QDO\VLV�1R������

3ODNDQGDUDV��9��*XSWD��5� DQG�0�:RKDU� �������� ³7KH�'HSUHFLDWLRQ� RI� WKH�
3RXQG� 3RVW�%UH[LW�� &RXOG� LW� +DYH� %HHQ� 3UHGLFWHG"´� )LQDQFH� 5HVHDUFK�
/HWWHUV������������������

6WLIWXQJ�� %��� �������� ³%UH[LW�3RWHQWLDO� HFRQRPLF� FRQVHTXHQFHV� LI� WK� 8�.��
H[LWV�WKH�(8´��)XWXUH�6RFLDO�0DUNHW�(FRQRP\��3ROLF\�%ULHI�����������

757� :25/'� �������� 757� :RUOG� 1HZV�� :LOO� %UH[LW� IDYRXU� 7XUNH\¶V�
UHODWLRQV�ZLWK�(XURSH"��0XUDW�6RIXRJOX��������������

:DGVZRUWK��-���������µ,PPLJUDWLRQ�DQG�WKH�8.�/DERXU�0DUNHW¶��&HQWUH�IRU�
(FRQRPLF�

:DGVZRUWK��-���'KLQJUD��6���2WWDYLDQR��*��$QG�5HHQHQ��-�9����������³%UH[LW�
DQG� WKH� LPSDFW� RI� ,PPLJUDWLRQ� RQ� WKH� 8.´�� LQ� %5(;,7� ������ 3ROLF\�
DQDO\VLV� IURP� &HQWUH� IRU� (FRQRPLF� 3HUIRUPDQFH�� /�6�(��� ������ �S�������
&(3%5(;,7��

:áDV]F]XN�� +�� 7�� �������� 6WXG\� RQ� WKH� %UH[LW
V� EDFNJURXQG� DQG� FDXVHV��
(NRQRPLD�L��3UDZR��(FRPRPLFV�DQG�/DZ������������±����

=DQJDQD�� $��� �������� 7KH� LPSOLFDWLRQV� RI� WKH� 8.� YRWLQJ� WR� OHDYH� WKH�
(8�6HQLRU�(XURSHDQ�(FRQRPLVW�	VWUDWHJLVW�


