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HFRQRP\³PDUNHWLQJ#ERDUGV/#LQGXVWULDO#VXEVLGLHV/#KLJK#GHI0
LFLWV#DQG#JRYHUQPHQW#VSHQGLQJ³EXW#IOH[LEOH#H[FKDQJH#UDWHV
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QDWLRQDO#DVVRFLDWLRQV#VXFK#DV#WKH#:72/#1$)7$/#DQG#WKH#8QLWHG
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DGYDQWDJHV#RI#D#FRPPRQ#FXUUHQF\#LQ#WKH#DUHD#RI#JRYHUQDQFH1
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SROLWLFLDQV#LQ#IXQGDPHQWDO#DUHDV1#7KH#&KDUWHU#RI#5LJKWV#DQG
)UHHGRPV#LV#H[DFWO\#VXFK#DQ#H[DPSOH#LQ#&DQDGD1#$#WULSDUWLWH
FHQWUDO#EDQN#HVWDEOLVKHG#WR#SURWHFW#WKH#LQWHJULW\#RI#WKH#DPH0
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LQGHSHQGHQWO\1#0U1#*UXEHO#EHOLHYHV# WKH#PDQGDWH#RI# VXFK#D
FHQWUDO#EDQN#VKRXOG#EH#UHVWULFWHG#SXUHO\#WR#WKH#YDOXH#RI#PRQ0
H\/#ZLWK# ORFDO#JRYHUQPHQWV# FRQWLQXLQJ# WR# ORRN#DIWHU#TXHV0
WLRQV#RI#HPSOR\PHQW#DQG#VRFLDO#LVVXHV1

$V#WR#WKH#FODLP#WKDW#WKH#$PHULFDQV#ZRXOG#QHYHU#HQWHU
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VHFRQG#LV#WKDW#WKH\#KDYH#VHHQ#WKH#DGYDQWDJHV#WR#EH#JDLQHG
WKURXJK#WKH#:72#DQG#1$)7$#+QRWZLWKVWDQGLQJ#WKH#5RVV#3HU0
RWV# RI# WKLV#ZRUOG,/# DQG# D# FRPPRQ# FXUUHQF\# ILWV# WKH# VDPH
PRXOG1#)LQDOO\/#WKHUH#DUH#VWURQJ#JHRJUDSKLFDO#WLHV#DFURVV#WKH
ERUGHU³WKH#8QLWHG#6WDWHV#DQG#&DQDGLDQ#SUDLULHV#IRU#H[DP0
SOH#VKDUH#PDQ\#RI#WKH#VDPH#HFRQRPLF#FRQFHUQV³WKDW#FRXOG
ILQG#XVHIXO#H[SUHVVLRQ#RQ#D#MRLQW#ERDUG1

2I# FRXUVH# WKLV#GHYHORSPHQW#ZLOO# WDNH# WLPH1#1R#RQH
ZRXOG#KDYH#JXHVVHG#53#\HDUV#DJR#WKDW#ZH#ZRXOG#EH#DOPRVW
43#\HDUV#LQWR#1$)7$#WRGD\1#%XW#VXFK#DUH#WKH#FXUUHQWV#RI#KLV0
WRU\1

)RU#QRZ/#&DQDGLDQ#JRYHUQPHQW#SROLWLFLDQV#DQG#EDQN0
HUV#SRRK0SRRK#WKH#LGHD#RI#D#FRPPRQ#FXUUHQF\1#7KLV#LV#QDWX0
UDO># LW# LV# WKH# FDXWLRXV# URXWH1#$QG#2WWDZD# LV# VR# IL[HG#XSRQ
PDNLQJ# WKH#ZRUOG# GLIILFXOW# IRU#4XHEHF# VRYHUHLJQWLVWV# WKDW
WKH\#VHH#D#FRPPRQ#FXUUHQF\#DV#VROYLQJ#D#SUREOHP#WKH\#GR
QRW#ZDQW#VROYHG1#7KLV#WRR#ZLOO#SDVV#LQ#WKH#IXOOQHVV#RI#WLPH1

)RU#QRZ/#WKH#MRE#RI#DFDGHPLFV#DQG#FRPPHQWDWRUV#LV#WR
H[SORUH#WKH#JUDQG#FRQFHSWV#DQG#WKH#QLWW\0JULWW\#GHWDLOV#WKDW
QHHG#WR#EH#ZRUNHG#WKURXJK1#0U1#*UXEHO·V#ZRUN#DWWDFNV#ERWK
OHYHOV#DGPLUDEO\/#IURP#WKH#PDMRU#+RSWLPDO#FXUUHQF\#DUHDV,#WR
WKH#PLQRU#+ZKDW#V\PERO#GR#\RX#SXW#RQ#WKH#FRLQV",1#,W#LV#D#PD0
MRU#FRQWULEXWLRQ#WR#RQH#RI#WKH#PRVW#LPSRUWDQW#SXEOLF0SROLF\
GLVFXVVLRQV#RI#WKH#FRPLQJ#JHQHUDWLRQ1



'ZGEWVKXG"5WOOCT[
7KLV#VWXG\#ZDV#VWLPXODWHG#E\#WKH#UHFHQW#VXFFHVVIXO#ODXQFK#RI
WKH#HXUR/#WKH#SURVSHFW#RI#RIILFLDO#´GROODUL]DWLRQµ#LQ#$UJHQWLQD
DQG#0H[LFR/#WKH#UHODWLYHO\#SRRU#SHUIRUPDQFH#RI#WKH#&DQDGLDQ
HFRQRP\/#DQG#WKH#GHSUHFLDWLRQ#RI#WKH#&DQDGLDQ#GROODU#GXULQJ
WKH#ODVW#58#\HDUV³DQG#HVSHFLDOO\#LQ#4<<;1

&DQDGD·V#IOH[LEOH#H[FKDQJH#UDWHV#KDYH#FRQWULEXWHG#WR
SRRU#HFRQRPLF#SHUIRUPDQFH1#2Q# WKH#RQH#KDQG/# WKH\#KDYH
FXVKLRQHG#WKH#SURGXFHUV#RI#FRPPRGLWLHV#IURP#WKH#HIIHFW#RI
ORZHU#ZRUOG#SULFHV1#2Q#WKH#RWKHU#KDQG/#WKH\#KDYH#FDXVHG#D
UHGXFWLRQ# LQ# ODERXU0PDUNHW# IOH[LELOLW\# DQG# GHOD\HG# DGMXVW0
PHQW#WR#WKH#ORQJ0WHUP#GHFOLQH#LQ#WKH#ZRUOG#SULFHV#RI#QDWXUDO
UHVRXUFHV1#7KH\#DOVR#EURXJKW#KLJK#FXUUHQF\0H[FKDQJH#FRVWV
DQG#D#VLJQLILFDQW#ULVN#SUHPLXP#RQ#&DQDGLDQ#LQWHUHVW#UDWHV1

7KH#SODQ#IRU#D#1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ#SUH0
VHQWHG#LQ#WKLV#VWXG\#LV#GHVLJQHG#WR#LQFOXGH#&DQDGD/#WKH#8QLW0
HG#6WDWHV/#DQG#0H[LFR1#8QGHU#WKH#SURSRVHG#SODQ/#EDQN#QRWHV
DQG# FRLQV#RI# WKH# FXUUHQF\# +WHQWDWLYHO\# FDOOHG# WKH# ´DPHURµ ,
ZLOO# KDYH# ´DPHURµ# V\PEROV# RQ# RQH# VLGH# DQG# QDWLRQDO# HP0
EOHPV#RQ#WKH#RWKHU#WR#SUHVHUYH#LPSRUWDQW#V\PEROV#RI#QDWLRQ0
DO# LGHQWLW\1#7KH# FRQYHUVLRQ#RI# H[LVWLQJ# FXUUHQFLHV# LQWR# WKH
DPHUR#ZLOO# WDNH#SODFH# DW# UDWHV# WKDW# OHDYH#XQFKDQJHG# HDFK
FRXQWU\·V# UHDO# LQFRPH/#ZHDOWK/# DQG# LQWHUQDWLRQDO# FRPSHWL0
WLYHQHVV#DW#WKH#WLPH#RI#FRQYHUVLRQ1

7KH#1RUWK#$PHULFDQ#&HQWUDO#%DQN/#OLNH#WKH#(XURSHDQ
&HQWUDO#%DQN/#ZLOO#KDYH#D#FRQVWLWXWLRQ#PDNLQJ#LW#UHVSRQVLEOH
RQO\# IRU#WKH#PDLQWHQDQFH#RI#SULFH#VWDELOLW\#DQG#QRW# IRU# IXOO
HPSOR\PHQW1#7KH#WKUHH#FRXQWULHV#LQ#WKH#XQLRQ#ZLOO#KDYH#UHS0
UHVHQWDWLYHV#RQ#WKH#%DQN·V#ERDUG#LQ#QXPEHUV#UHIOHFWLQJ#WKHLU
UHODWLYH#VL]H#LQ#WHUPV#RI#VRPH#ZHLJKWHG#DYHUDJH#RI#SRSXOD0
WLRQ#DQG#QDWLRQDO#LQFRPH/#ZLWK#WKH#ZHLJKWV#WR#EH#GHWHUPLQHG
WKURXJK#QHJRWLDWLRQV1#(YHU\#FRXQWU\#ZLOO#UHFHLYH#WKH#SURILWV
IURP#WKH#LVVXDQFH#RI#DPHURV#XVHG#GRPHVWLFDOO\1

7UDGH#DPRQJ#WKH#PHPEHUV#RI#WKH#PRQHWDU\#XQLRQ#ZLOO
EH# VWLPXODWHG#E\# WKH#HOLPLQDWLRQ#RI# WKH# FRVWV#RI# FXUUHQF\
WUDGLQJ#DQG#ULVN1#7KHUH#ZLOO#EH#JUHDWHU#SULFH#VWDELOLW\#DQG/#LP0
SRUWDQWO\/#LQWHUHVW#UDWHV#LQ#&DQDGD#ZLOO#IDOO#E\#DERXW#RQH#SHU0
FHQWDJH#SRLQW1

$JDLQVW# WKHVH# JDLQV# LQ# HFRQRPLF# HIILFLHQF\#PXVW# EH
ZHLJKHG# SRVVLEOH# ORVVHV# LQ# PDFURHFRQRPLF# SHUIRUPDQFH1
7KHVH#ORVVHV#ZLOO#EH#VPDOO#RU#QRQ0H[LVWHQW1#)OH[LEOH#H[FKDQJH
6

UDWHV#KDYH#QRW#EURXJKW#&DQDGD#WKH#PDFURHFRQRPLF#EHQHILWV
SURPLVHG#E\#DGYRFDWHV#RI#VXFK#D#SROLF\1#8QHPSOR\PHQW#KDV#UH0
PDLQHG#KLJK#DQG#HFRQRPLF#JURZWK#KDV#EHHQ#VORZ1#&KDQJHV#LQ
HFRQRPLF#WKLQNLQJ#DQG#WKH#H[SHULHQFH#RI#PDQ\#FRXQWULHV#KDYH
VKRZQ#WKDW#WKH#HFRQRPLF#ILQH0WXQLQJ#SRVVLEOH#XQGHU#IOH[LEOH
H[FKDQJH# UDWHV#KDV#EHHQ#D# IDLOXUH1#/DERXU0PDUNHW# IOH[LELOLW\/
HVVHQWLDO#IRU#GHDOLQJ#ZLWK#HFRQRPLF#VKRFNV/#ZDV#ORZHUHG#E\
WKH#YHU\#H[LVWHQFH#RI#IOH[LEOH#H[FKDQJH#UDWHV1#7KH#WHPSRUDU\
SURWHFWLRQ#RIIHUHG#SURGXFHUV#DQG#ZRUNHUV#E\#H[FKDQJH0UDWH
GHSUHFDWLRQ#KDV#JHQHUDWHG#LQHIILFLHQFLHV#PXFK#OLNH#WHPSRUDU\
SURWHFWLRQ#WKURXJK#WDULIIV#LV#NQRZQ#WR#KDYH#GRQH#LQ#WKH#SDVW1

&DQDGD·V# FXOWXUDO# VRYHUHLJQW\# DQG#SROLWLFDO# LQGHSHQ0
GHQFH#DUH#QRW#DIIHFWHG#E\#PRQHWDU\#XQLRQ1#-XVW#DV#LQ#WKH#FDVH
RI# IUHH# WUDGH/# WKHUH# LV#QRWKLQJ# LQ# DQ\# WUHDW\# IRU#PRQHWDU\
XQLRQ# WKDW# LQWHUIHUHV#ZLWK#&DQDGD·V#DELOLW\# WR#SXUVXH# WD[D0
WLRQ/#VSHQGLQJ/#VRFLDO/#UHJXODWRU\/#RU#IRUHLJQ#SROLFLHV#GLIIHU0
HQW#IURP#WKRVH#RI#WKH#8QLWHG#6WDWHV1

$# VPDOO# SROLWLFDO#PRYHPHQW# IRU#PRQHWDU\# XQLRQ# DO0
UHDG\#H[LVWV1# ,W#ZLOO#JDLQ#VWUHQJWK# LI# WKH#&DQDGLDQ#HFRQRP\
FRQWLQXHV#LWV#UHFHQW#UHFRUG#RI#SRRU#SHUIRUPDQFH1#(YHQ#LI#WKH
ZRUOG#SULFHV#RI#FRPPRGLWLHV#DQG#WKH#H[FKDQJH#UDWH#VKRXOG
UHFRYHU/#KLVWRU\#VKRZV#WKDW#WKH#H[FKDQJH#UDWH#ZLOO#QRW#UHWXUQ
WR#LWV#ROG#OHYHO1#$OO#&DQDGLDQV#ZLOO#EH#SHUPDQHQWO\#SRRUHU1#$W
WKH#VDPH#WLPH/#WKH#ULVH#LQ#WKH#H[FKDQJH#UDWH#WDNLQJ#SODFH#ZLOO
FDXVH#XQHPSOR\PHQW#DQG#JRYHUQPHQW#GHILFLWV1#%XVLQHVV#DQG
WKH#JHQHUDO#SXEOLF#ZLOO#LQFUHDVLQJO\#ORRN#WR#PRQHWDU\#XQLRQ#DV
D#VROXWLRQ#WR#WKHVH#SUREOHPV/#HVSHFLDOO\#LI#WKH#HXUR#VXFFHHGV1

7KH#8QLWHG#6WDWHV#KDV# OHVV# WR#JDLQ# IURP#D#PRQHWDU\
XQLRQ#WKDQ#&DQDGD#DQG#0H[LFR#EXW#WKHUH#ZLOO#EH#VRPH#EHQH0
ILWV1#0RQHWDU\#XQLRQ#ZLOO#UHGXFH#WKH#WKUHDW#WR#WKH#SRZHU#RI
WKH#86#GROODU#UHVXOWLQJ#IURP#WKH#JUHDWHU#XVH#RI#WKH#HXUR# LQ
SODFH#RI#WKH#GROODU#LQ#WKH#UHVW#RI#WKH#ZRUOG1#)XUWKHU/#WKH#8QLW0
HG#6WDWHV#ZLOO#EHQHILW#IURP#KDYLQJ#PRUH#VWDEOH#DQG#SURVSHU0
RXV#FRXQWULHV#DV#QHLJKERXUV1#:KHQ#WKH#8QLWHG#6WDWHV#MRLQHG
RWKHU# LQWHUQDWLRQDO# RUJDQL]DWLRQV# OLNH# WKH# ,0)/# WKH#:RUOG
%DQN/#WKH#:RUOG#7UDGH#2UJDQL]DWLRQ/#DQG#WKH#1RUWK#$PHULFDQ
)UHH#7UDGH#$JUHHPHQW/#WKH#H[SHFWHG#HFRQRPLF#DQG#SROLWLFDO
JDLQV#DSSHDUHG#WR#RIIVHW#WKH#VXUUHQGHU#RI#VRPH#QDWLRQDO#VRY0
HUHLJQW\1#,Q#WKLV#WUDGLWLRQ/#WKH#8QLWHG#6WDWHV#PD\#ZHOO#ILQG#LW
ZRUWKZKLOH#WR#MRLQ#WKH#SURSRVHG#PRQHWDU\#XQLRQ1



6JG"+PUVKVWVKQPU"QH"C"0QTVJ"#OGTKECP"
/QPGVCT["7PKQP
2Q#WKH#GD\#WKH#1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ#LV#FUHDWHG³
SHUKDSV#RQ#-DQXDU\#4/#5343³&DQDGD/#WKH#8QLWHG#6WDWHV/#DQG
0H[LFR#ZLOO#UHSODFH#WKHLU#QDWLRQDO#FXUUHQFLHV#ZLWK#WKH#DPH0
UR14#2Q#WKDW#GD\/#DOO#$PHULFDQ#GROODU#QRWHV#DQG#FRLQV#ZLOO#EH
H[FKDQJHG#DW#WKH#UDWH#RI#RQH#86#GROODU#IRU#RQH#DPHUR#+ ,1
&DQDGLDQ#DQG#0H[LFDQ#FXUUHQFLHV#ZLOO#EH#H[FKDQJHG#DW#UDWHV
WKDW# OHDYH# XQFKDQJHG# WKHLU# QDWLRQV·# FRPSHWLWLYHQHVV# DQG
ZHDOWK1#,Q#DOO#WKUHH#FRXQWULHV/#WKH#SULFHV#RI#JRRGV#DQG#VHUYLF0
HV/#ZDJHV/#DVVHWV/#DQG#OLDELOLWLHV#ZLOO#EH#VLPXOWDQHRXVO\#FRQ0
YHUWHG#LQWR#DPHURV#DW#WKH#UDWHV#DW#ZKLFK#FXUUHQF\#QRWHV#DUH
H[FKDQJHG1

$W# WKH#VDPH# WLPH/# WKH#QDWLRQDO#FHQWUDO#EDQNV#RI# WKH
WKUHH#FRXQWULHV#ZLOO#EH#UHSODFHG#E\#WKH#1RUWK#$PHULFDQ#&HQ0
WUDO#%DQN1#7KH#RSHUDWLRQV#RI#WKDW#EDQN#ZLOO#EH#JRYHUQHG#E\#D
FRQVWLWXWLRQ# OLNH#WKDW#RI#WKH#(XURSHDQ#&HQWUDO#%DQN/#ZKLFK
PDNHV#LW#UHVSRQVLEOH#VROHO\#IRU#PDLQWDLQLQJ#SULFH#VWDELOLW\1#,W
LV#QRW#UHTXLUHG#WR#SXUVXH#IXOO#HPSOR\PHQW#RU#PDLQWDLQ#FHU0
WDLQ#H[FKDQJH#UDWHV1#,WV#SHUVRQQHO#SROLFLHV#ZLOO#EH#IUHH#IURP
SROLWLFDO#LQIOXHQFHV/#LQ#SDUWLFXODU#WKRVH#DULVLQJ#RXW#RI#SDUWLVDQ
QDWLRQDO#SROLWLFV#LQ#PHPEHU#FRXQWULHV1

7KH#ERDUG#RI#JRYHUQRUV#RI#WKH#1RUWK#$PHULFDQ#&HQWUDO
%DQN#ZLOO#FRQVLVW#RI#PHPEHUV#IURP#WKH#8QLWHG#6WDWHV/#&DQD0
GD/#DQG#0H[LFR#FKRVHQ#E\#WKHLU#UHVSHFWLYH#JRYHUQPHQWV# LQ
QXPEHUV#WKDW#UHIOHFW#WKHLU#HFRQRPLF#LPSRUWDQFH#DQG#SRSXOD0
WLRQ1#$V#LQ#(XURSH/#PHPEHUVKLS#LQ#WKH#XQLRQ#ZLOO#UHTXLUH#WKDW
FRXQWULHV#GR#QRW#LQFXU#SHUVLVWHQW#EXGJHW#GHILFLWV1

7KH#DPHUR#QRWHV#DQG#FRLQV#ZLOO#KDYH#LQ#FRPPRQ#DE0
VWUDFW#GHVLJQV#RQ#RQH#VLGH1#1RWHV#DQG#FRLQV#ZLOO#EH#SURGXFHG
LQ#HDFK#RI# WKH# WKUHH# FRXQWULHV#DFFRUGLQJ# WR# WKHLU#RZQ#GH0
PDQG#DQG#VKRZ#QDWLRQDO#V\PEROV#RQ#WKH#RWKHU#VLGH1#7KH#FXU0
UHQFLHV#ZLOO#FLUFXODWH#DW#SDU#LQ#DOO#WKUHH#FRXQWULHV#DQG#WKRVH
VSHQW# LQ#RWKHU#PHPEHU#FRXQWULHV#ZLOO#EH#UHWXUQHG#WR#WKHLU
FRXQWULHV#RI#RULJLQ#ZKHQHYHU#WKH\#ILQG#WKHLU#ZD\#LQWR#D#FRP0
PHUFLDO#EDQN1#7KHUHIRUH/#DW#DOO#WLPHV#FLWL]HQV#RI#HDFK#FRXQWU\

#

7

ZLOO#GHDO#SUHGRPLQDQWO\# LQ#QRWHV#DQG#FRLQV#WKDW#FDUU\#WKHLU
QDWLRQDO#V\PEROV#RQ#RQH#VLGH1

.KXKPI"UVCPFCTFU"KP"VJG"UJQTV"VGTO
CPF"VJG"NQPI"VGTO

,W#LV#LPSRUWDQW#WR#UHDOL]H#WKDW#LPPHGLDWHO\#DIWHU#WKH#DGRSWLRQ
RI#WKH#DPHUR/#WKH#OLYLQJ#VWDQGDUGV#DQG#ZHDOWK#RI#FLWL]HQV#LQ
DOO# WKUHH#FRXQWULHV#ZLOO#EH#FRPSOHWHO\#XQFKDQJHG1#7R# LOOXV0
WUDWH/# FRQVLGHU# D# &DQDGLDQ# ZKR# HDUQHG# &'1'6/333# SHU
PRQWK1#$IWHU#WKH#PRQHWDU\#XQLRQ/#VKH#HDUQV# 4/833#EXW#D
QHZ#FDU#WKDW#FRVW#&'1'63/333#DQG#UHTXLUHG#43#PRQWKV#RI
JURVV#LQFRPH#XQGHU#WKH#ROG#V\VWHP/#XQGHU#WKH#QHZ#UHJLPH
ZLOO#FRVW# 48/333#DQG#VWLOO#WDNH#43#PRQWKV#RI#ZRUN#WR#EX\1
%DODQFH#VKHHWV/#WKH#DVVHWV#DQG# OLDELOLWLHV#RI# LQGLYLGXDOV#DQG
ILUPV# DUH# DOVR# QRW# DIIHFWHG# E\# WKH# FXUUHQF\# FRQYHUVLRQ1#$
ERQG#ZRUWK#&'1'<3/333#FDQ#EX\#WKUHH#FDUV#DW#&'1'63/333
HDFK>#WKH#ERQG/#ZKHQ#LW#LV#ZRUWK# 78/333#DQG#WKH#FDUV#FRVW
48/333/#FDQ#VWLOO#GR#VR1

7KH#PHULW#RI#DGRSWLQJ# WKH#DPHUR#GHSHQGV#RQ#JDLQV
DQG#ORVVHV#DFFUXLQJ#WKURXJK#WLPH1#7KH#UHPDLQGHU#RI#WKLV#SD0
SHU#GHDOV#ZLWK#WKH#G\QDPLF#HIIHFWV#RI#PRQHWDU\#XQLRQ1#7KH
QH[W#VHFWLRQ#SURYLGHV#DQ#KLVWRULF#EDFNJURXQG#DQG#FRQFHSWX0
DO#IUDPHZRUN#IRU#DQDO\]LQJ#WKH#FRVWV#DQG#EHQHILWV#RI#PRQH0
WDU\#XQLRQ1#)ROORZLQJ#VHFWLRQV#GLVFXVV#WKH#LVVXHV#IRU#&DQDGD
DQG#0H[LFR#DQG# IRU# WKH#8QLWHG#6WDWHV1#1H[W/# ,#GLVFXVV# WKH
PHULW#RI#DOWHUQDWLYH#LQVWLWXWLRQDO#DUUDQJHPHQWV#OLNH#WKH#IL[HG
H[FKDQJH#UDWH#DQG#FXUUHQF\#ERDUGV/#ZKLFK#KDYH#EHHQ#VXJ0
JHVWHG#DV#UHPHGLHV#IRU#WKH#SUREOHPV#UDLVHG#E\# IOH[LEOH#H[0
FKDQJH#UDWHV1#7KH#ILQDO#SDUWV#RI#WKH#SDSHU#DQDO\]H#D#QXPEHU
RI#WHFKQLFDO#SUREOHPV#WKDW#QHHG#WR#EH#VROYHG#EHIRUH#D#XQLRQ
FDQ#EH#HVWDEOLVKHG1

#

#

#
#



1RVKOWO"%WTTGPE["#TGCU
'XULQJ# WKH#*UHDW#'HSUHVVLRQ#RI# WKH# 4<63V/#FRXQWULHV#XVHG
FXUUHQF\#GHYDOXDWLRQ# WR# LQFUHDVH# WKHLU#H[SRUWV#DQG# UHGXFH
LPSRUWV#LQ#RUGHU#WR#ORZHU#XQHPSOR\PHQW#UDWHV1#7KHVH#EHJ0
JDU0WK\0QHLJKERXU# SROLFLHV# ZHUH# VHOI0GHIHDWLQJ# VLQFH# WKH
JDLQV#RI#RQH#FRXQWU\#DFFUXHG#DW#WKH#H[SHQVH#RI#RWKHUV#ZKLOH
DW#WKH#VDPH#WLPH#WKH\#GLVUXSWHG#WUDGH#DQG#WKH#IORZ#RI#FDSLWDO
DQG#FDXVHG#SURWHFWLRQLVP1#$V#D#UHVXOW/#H[FKDQJH0UDWH#GHYDOX0
DWLRQV#LQFUHDVHG#WKH#GHSWK#DQG#OHQJWK#RI#WKH#'HSUHVVLRQ1

7R#DYRLG#WKH#SUREOHPV#RI#WKH#*UHDW#'HSUHVVLRQ#DIWHU
WKH# VHFRQG# :RUOG# :DU/# DQ# LQWHUQDWLRQDO# DJUHHPHQW# ZDV
VLJQHG#DW#%UHWWRQ#:RRGV/#1HZ#+DPSVKLUH/#WR#FUHDWH#WKH#SDU0
LW\#H[FKDQJH0UDWH#V\VWHP/#XQGHU#ZKLFK#LQGLYLGXDO#FRXQWULHV
FRPPLWWHG#WKHPVHOYHV#WR#DQ#H[FKDQJH#UDWH#IL[HG#DW#D#VSHFL0
ILHG# SDU# UDWH# ZLWK# GHYLDWLRQV# SHUPLWWHG# ZLWKLQ# D# QDUURZ
EDQG1#2QO\#VR0FDOOHG#IXQGDPHQWDO#GLVHTXLOLEULXP#ZDV#FRQVLG0
HUHG# D# MXVW# FDXVH# IRU# FRXQWULHV# WR# FKDQJH# WKHLU# H[FKDQJH
UDWHV1#7KH# ,QWHUQDWLRQDO#0RQHWDU\#)XQG#QRPLQDOO\#ZDV# UH0
VSRQVLEOH#IRU#RSHUDWLQJ#WKLV#V\VWHP1

,Q#SUDFWLFH/# WKH#86#GROODU#SOD\HG#D#NH\# UROH1#&HQWUDO
EDQNV# FRXOG# FRQYHUW# GROODU# KROGLQJV# LQWR# JROG# DW# '68# SHU
RXQFH#DQG#WKH#GROODU#ZDV/#WKHUHIRUH/#WKH#GH#IDFWR#LQWHUQDWLRQ0
DO#VWDQGDUG#RI#YDOXH#DQG#UHVHUYH#FXUUHQF\#KHOG#E\#LQGLYLGXDO
FRXQWULHV1#/LTXLGLW\#SURYLGHG#E\#WKH#,QWHUQDWLRQDO#0RQHWDU\
)XQG# WR# LQGLYLGXDO#FRXQWULHV#UHSUHVHQWHG#RQO\#D#VPDOO#SUR0
SRUWLRQ#RI#WRWDO#RIILFLDO#UHVHUYH#DVVHWV1#7KHVH#UHVHUYHV#ZHUH
XVHG#WR#EX\#DQG#VHOO#D#FRXQWU\·V#GRPHVWLF#FXUUHQF\#LI#H[FHVV
VXSSO\#RU#GHPDQG#WKUHDWHQHG#WR#PRYH#WKH#SDULW\#H[FKDQJH
UDWH#LQ#WKH#RSHQ#PDUNHW1

)RU#D#QXPEHU#RI#UHDVRQV/#WKH#SDULW\#H[FKDQJH0UDWH#V\V0
WHP#EHJDQ#WR#UXQ#LQWR#SUREOHPV#GXULQJ#WKH#4<93V1#7KH#ZRUOG
VXSSO\#RI#JROG#ZDV#LQDGHTXDWH#DW#WKH#IL[HG#UDWH#DQG#JHQHUDO
LQIODWLRQ1#7KH#9LHWQDP#:DU#FDXVHG#WKH#8QLWHG#6WDWHV#WR#UXQ
ODUJH#SD\PHQWV#GHILFLWV#DQG#WKH#DGHTXDF\#RI#86#JROG#UHVHUYHV
EHFDPH# TXHVWLRQDEOH1# /RVV# RI# FRQILGHQFH# LQ# WKH# V\VWHP
FDXVHG#VRPH#FHQWUDO#EDQNV#WR#H[FKDQJH#WKHLU#GROODU#KROGLQJV
IRU#JROG/# IXUWKHU#DJJUDYDWLQJ# WKH# FULVLV1#$W# WKH# VDPH# WLPH/
.H\QHVLDQ#HFRQRPLF#WKHRU\#ZDV# LQ# LWV#KH\GD\1#,W#VXJJHVWHG
WKDW#FRXQWULHV#FRXOG# ORZHU#XQHPSOR\PHQW#SHUPDQHQWO\#E\
H[SDQVLRQDU\#PRQHWDU\#DQG#ILVFDO#SROLFLHV#DW#WKH#H[SHQVH#RI
RQO\# UHODWLYHO\# VPDOO# DQG# FRQVWDQW# LQIODWLRQ1# 7KH# IL[HG# H[0
8

FKDQJH0UDWH#V\VWHP#ZDV#VHHQ#DV#WKH#PDLQ#REVWDFOH#WR#WKH#IUHH
XVH#RI#VXFK#.H\QHVLDQ#SROLFLHV1

'XULQJ# WKLV# SHULRG/# DFDGHPLFV# DQG# SROLWLFLDQV# DOVR
JDYH#PXFK#DWWHQWLRQ#WR#0LOWRQ#)ULHGPDQ·V# LGHDV#DERXW#WKH
PHULW#RI# IUHHO\# IORDWLQJ#H[FKDQJH# UDWHV15#7KHVH# LGHDV#ZHUH
XVHG#E\#.H\QHVLDQV# DV#RQH# LPSRUWDQW# MXVWLILFDWLRQ# IRU# WKH
DEDQGRQPHQW#RI#WKH#SDULW\#H[FKDQJH0UDWH#V\VWHP#GXULQJ#WKH
4<:3V1#7KH#QHZ#V\VWHP#RI#IORDWLQJ#H[FKDQJH#UDWHV#SHUPLWWHG
FRXQWULHV# WR# LQFUHDVH# WKHLU#PRQH\# VXSSOLHV/#ZKLFK# LQ# WXUQ
FDXVHG#WKH#JUHDW#LQIODWLRQ#RI#WKH#4<:3V#DQG#LQFUHDVHG#UDWKHU
WKDQ# GHFUHDVHG# XQHPSOR\PHQW1# ,W# LV# LURQLF# WKDW# WKHVH
GHYHORSPHQWV#IROORZLQJ#WKH#DGRSWLRQ#RI#IORDWLQJ#H[FKDQJH
UDWHV# JDYH# ELUWK# WR# )ULHGPDQ·V# ´PRQHWDULVWµ# FULWLFLVP# RI
.H\QHVLDQ#HFRQRPLFV#DQG#FDXVHG#VRPH#RI#LWV#FHQWUDO#SROLF\
LPSOLFDWLRQV#WR#EHFRPH#GLVFUHGLWHG1#

9JCV"FQOCKP"HQT"HNGZKDNG"
GZEJCPIG"TCVGU!

:KLOH# )ULHGPDQ·V# UHFRPPHQGDWLRQV# IRU# IUHHO\# IORDWLQJ# H[0
FKDQJH# UDWHV#ZHUH#GLVFXVVHG#ZLGHO\/#5REHUW#0XQGHOO# +4<94,
SXEOLVKHG#D#VHPLQDO#DUWLFOH#LQ#ZKLFK#KH#LQWURGXFHG#WKH#ZRUOG
WR# WKH# FRQFHSW# RI# ´RSWLPXP# FXUUHQF\# DUHDV1µ#+H# FULWLFL]HG
)ULHGPDQ·V#UHFRPPHQGDWLRQ#IRU#IUHHO\#IORDWLQJ#UDWHV#E\#DVNLQJ
WKH#IROORZLQJ#TXHVWLRQ1#,I#IOH[LEOH#H[FKDQJH#UDWHV#DUH#VXFK#D
JRRG#V\VWHP/#ZK\#LV#WKHLU#LQWURGXFWLRQ#OLPLWHG#WR#H[LVWLQJ#QD0
WLRQ#VWDWHV"#:K\#GR#QRW#UHJLRQV#ZLWKLQ#FRXQWULHV#DGRSW#WKHP"#

0XQGHOO·V# DQVZHU/# ZKLFK# UHDGLO\# EHFRPHV# REYLRXV
RQFH#WKH#LVVXH#LV#UDLVHG/#LV#WKDW#D#FRPPRQ#FXUUHQF\#IRU#WUDG0
LQJ#DUHDV#EULQJV#LWV#SRSXODWLRQ#LPSRUWDQW#HFRQRPLF#EHQHILWV
LQ#WHUPV#RI#PLFUR0HFRQRPLF#HIILFLHQF\1#,I#HYHU\#VPDOO#UHJLRQ
RI#&DQDGD#KDG#LWV#RZQ#FXUUHQF\#DQG#FHQWUDO#EDQN/#WKH#YDOXH
RI#WKH#PRQH\#LVVXHG#E\#HDFK#ZRXOG#EH#YHU\#XQVWDEOH#DQG#XQ0
SUHGLFWDEOH1#([FKDQJH#UDWHV#ZRXOG#IOXFWXDWH#IUHTXHQWO\#DQG
ZLGHO\1#7KHUH#ZRXOG#EH#ODUJH#FRVWV#IRU#FXUUHQF\#WUDGLQJ#DQG
IRU#PHDVXUHV#WR#GHDO#ZLWK#H[FKDQJH#UDWH#XQFHUWDLQW\1#$V#D#UH0
VXOW/# LQGXVWU\# DQG# FRPPHUFH# ZRXOG# VXIIHU# DQG# HFRQRPLF
ZHOO0EHLQJ#ZRXOG#EH#ORZHUHG1



6JG (TCUGT +PUVKVWVG 6JG"%CUG"HQT"VJG"#OGTQ 9
7KH#LVVXH#IDFLQJ#D#FRXQWU\#WKDW#FRQWHPSODWHV#MRLQLQJ#D
PRQHWDU\#XQLRQ#WKHUHIRUH#LQYROYHV#WKH#IROORZLQJ#WUDGH0RII1#2Q
WKH#RQH#KDQG/#WKHUH#DUH#WKH#EHQHILWV#LQ#WHUPV#RI#JUHDWHU#HFR0
QRPLF#HIILFLHQF\#DW#WKH#PLFUR0HFRQRPLF#OHYHO#DQG/#RQ#WKH#RWK0
HU/# WKHUH# DUH# FRVWV# LQ# WHUPV# RI# OHVV# HFRQRPLF# VWDELOLW\# DQG
ZLGHU#IOXFWXDWLRQV#LQ#RXWSXW#DQG#XQHPSOR\PHQW#RQ#WKH#RWK0
HU16#7KH#IROORZLQJ#WKUHH#VHFWLRQV#FRQVLGHU#WKHVH#EHQHILWV#DQG
FRVWV#LQ#VRPH#GHWDLO/#IRFXVLQJ#RQ#FRQGLWLRQV#LQ#&DQDGD#WKRXJK
WKH#DQDO\VLV#LV#HTXDOO\#UHOHYDQW#IRU#0H[LFR1#7KH#VSHFLDO#FRQGL0
WLRQV#RI#WKH#ODUJH#$PHULFDQ#HFRQRP\#DUH#FRQVLGHUHG#ODWHU1

*KUVQT["QH"%CPCFCIU"KPVGTPCVKQPCN"
OQPGVCT["CTTCPIGOGPVU

%HIRUH#WXUQLQJ#WR#WKH#JDLQV#DQG#ORVVHV#IURP#PRQHWDU\#XQLRQ/
LW# LV#XVHIXO# WR# UHYLHZ# WKH#KLVWRU\#RI#&DQDGD·V# LQWHUQDWLRQDO
PRQHWDU\# DUUDQJHPHQWV1#7KH# IROORZLQJ# VXPPDU\#ZDV#SUH0
VHQWHG#E\#6HQDWRU#0LFKDHO#.LUE\#DW#WKH#RSHQLQJ#RI#WKH#0DUFK
58/#4<<<#KHDULQJV#RI#6HQDWH#&RPPLWWHH#RQ#%DQNLQJ/#7UDGH
DQG#&RPPHUFH#LQ#2WWDZD=

&DQDGD# KDV# KDG# D# YDULHW\# RI# FXUUHQF\# DUUDQJHPHQWV
WKURXJK#LWV#KLVWRU\1#7KH#GROODU#ZDV#ILUVW#DGRSWHG#DV#WKH
PRQHWDU\#XQLW#RI#WKH#3URYLQFH#RI#&DQDGD# LQ#4;8;#DQG
WKHQ#LQ#4;:3#IRU#WKH#HQWLUH#'RPLQLRQ1#7KH#&DQDGLDQ#GRO0
ODU/#ZKLFK#ZDV#EDFNHG#E\#WKH#JROG#UHVHUYHV#RI#WKH#JRY0
HUQPHQW/#ZDV#SHJJHG#LQ#4;8;#DW#SDU#ZLWK#WKH#86#GROODU
DQG#DW#'71;:#WR#WKH#%ULWLVK#SRXQG1#:LWK#WKH#H[FHSWLRQ#RI
D#VKRUW0WHUP#GURS#LQ#WKH#86#GROODU#GXULQJ#WKH#$PHULFDQ
&LYLO#:DU/#WKLV#UHODWLRQVKLS#FRQWLQXHG#XQWLO#4<471

:LWK# WKH#RQVHW#RI#:RUOG#:DU# ,/#&DQDGD#DEDQ0
GRQHG#WKH#IL[HG#UHODWLRQVKLS#ZLWK#WKH#86#GROODU#XQWLO
4<59/#ZKHQ# WKH#&DQDGLDQ# GROODU#ZDV# SHJJHG# DW# ;5
FHQWV# +86,1# 7KH# IL[HG# UHODWLRQVKLS# ZDV# DEDQGRQHG
DJDLQ#LQ#4<64#DQG#WKH#GROODU#ZDV#DOORZHG#WR#IORDW#XQWLO
WKH#EHJLQQLQJ#RI#:RUOG#:DU#,,#ZKHQ#LW#ZDV#SHJJHG#DW
<4#FHQWV#+86,1

&DQDGD#KDG#WURXEOH#KROGLQJ#RQ#WR#D#SHJJHG#H[0
FKDQJH#UDWH#LQ#WKH#SRVWZDU#HUD1#,W#GURSSHG#RXW#IURP
4<83# WR# 4<95# DQG# DJDLQ# LQ# 4<:3/# HYHQ# WKRXJK# WKH
FRPPLWPHQW#WR#SHJ#WKH#FXUUHQF\#ZDV#PDQGDWHG#E\#LQ0
WHUQDWLRQDO# WUHDW\1# ,Q# HDUO\# 4<:3V/# WKH# LQWHUQDWLRQDO
FRPPXQLW\# DEDQGRQHG# LWV# RIILFLDO# VXSSRUW# IRU# IL[HG
H[FKDQJH#UDWHV/#OHDYLQJ#WKH#FKRLFH#RI#D#UHJLPH#XS#WR
WKH#LQGLYLGXDO#FRXQWU\1

6LQFH#UHJDLQLQJ#LWV#IORDWLQJ#VWDWXV#LQ#PLG04<:3/
WKH#&DQDGLDQ#GROODU/#PHDVXUHG#GLUHFWO\#DJDLQVW#WKH#86
GROODU#KDV#H[SHULHQFHG#WZR#W\SHV#RI#LQVWDELOLW\=#EURDG
VZLQJV#LQ#LWV#WUHQG#H[FKDQJH#UDWH³DSSUHFLDWLQJ#IURP
4<;:#WKURXJK#ODWH#4<<4#DQG#VXEVHTXHQWO\#GHFOLQLQJ³
DQG# VLJQLILFDQW# VKRUW0WHUP# IOXFWXDWLRQV# DURXQG# WKH
WUHQG#UDWH1#+.LUE\#4<<<,

7KLV#KLVWRU\#VXJJHVWV#WKDW#D#QXPEHU#RI#WLPHV#GXULQJ
WKH# ODVW# FHQWXU\# &DQDGLDQV# KDYH# KDG# GLVFXVVLRQV# UHVHP0
EOLQJ#WKRVH#WDNLQJ#SODFH# LQ#4<<<1# ,Q#HDFK#RI#WKHVH#GLVFXV0
VLRQV/#WKH#EHQHILWV#DQG#FRVWV/#WKH#HIILFLHQF\#JDLQV#DQG#ORVV
LQ#VRYHUHLJQW\#ZHUH#GLVFXVVHG#XVLQJ#WKH#ODQJXDJH#DQG#HFR0
QRPLF# WRROV# RI# WKH# GD\17# 7KH# FRQFHSWXDO# DQG# WKHRUHWLFDO
DUJXPHQWV#PDGH# LQ#WKHVH#GHEDWHV#DUH# OLNHO\#WR#KDYH#EHHQ
WKH#VDPH#HYHU\#WLPH1#:KDW#FKDQJHG#IURP#RQH#WR#WKH#RWKHU
ZDV# WKH# UHVXOW# RI# DQ# LQWHUSOD\# EHWZHHQ# UHFHQW# HFRQRPLF
GHYHORSPHQWV# DQG# SROLWLFDO# DQG# HFRQRPLF# LGHRORJ\1# 7KH
VDPH# IDFWRU# SHUPHDWHV# DOO# RI# WKH# IROORZLQJ# DQDO\VLV# DQG
SXEOLF#GLVFXVVLRQ#FRQVLGHUHG#LQ#WKH#VHFWLRQ/#7KH#3ROLWLFV#RI
0RQHWDU\#8QLRQ/#EHORZ#+S1#68,1



'HHKEKGPE[")CKPU"HTQO"/QPGVCT["7PKQP
&DQDGD#ZLOO# JDLQ# IURP# MRLQLQJ# D#PRQHWDU\#XQLRQ#ZLWK# WKH
8QLWHG#6WDWHV#WKURXJK#WZR#GLIIHUHQW#PHFKDQLVPV1#7KH#ILUVW#LV
VWDWLF#DQG#UDWKHU#VLPSOH=#WKH#UHGXFHG#QHHG#WR#EX\#DQG#VHOO
IRUHLJQ#FXUUHQFLHV#DQG#WR#GHDO#ZLWK#H[FKDQJH0UDWH#XQFHUWDLQ0
W\1# 7KH# VHFRQG#PHFKDQLVP# LQYROYHV# WKH# G\QDPLF# GHYHORS0
PHQW#RU#PRGLILFDWLRQ#RI# LQVWLWXWLRQV# WKDW# UHVXOW# LQ#JUHDWHU
HFRQRPLF#HIILFLHQF\1

5VCVKE"ICKPU

(QTGKIP"GZEJCPIG"FGCNKPIU
7KH#FUHDWLRQ#RI#WKH#DPHUR#ZLOO#UHGXFH#WKH#VL]H#DQG#ULVN#RI#IRU0
HLJQ0H[FKDQJH#RSHUDWLRQV#HQJDJHG# LQ#E\#EDQNV/# ILUPV/#DQG
WUDYHOOHUV#DV#D#URXWLQH#SDUW#RI#WKHLU#HFRQRPLF#DFWLYLWLHV1#)RU
H[DPSOH/#&DQDGLDQ#SURGXFHUV#RI#H[SRUWV#SDLG# LQ#86#GROODUV
RU#0H[LFDQ#SHVRV#KDYH#WR#H[FKDQJH#WKHVH#UHFHLSWV#LQWR#&DQD0
GLDQ#GROODUV#WR#SD\#WKHLU#ZRUNHUV/#VXSSOLHUV/#WD[HV/#DQG#VWRFN0
KROGHUV1#,I#IRUHLJQ#EX\HUV#SD\#WKHVH#SURGXFHUV# LQ#&DQDGLDQ
GROODUV/#WKHVH#IRUHLJQHUV#KDYH#WR#EX\#&DQDGLDQ#GROODUV#ZLWK
WKHLU#RZQ#FXUUHQFLHV1#6LPLODUO\/#LPSRUW#EXVLQHVVHV#DQG#WUDY0
HOOHUV#DPRQJ#WKH#FRXQWULHV#KDYH#WR#EX\#RU#VHOO#WKH#FXUUHQF\
RI#WKH#RWKHU#FRXQWU\1#

7KHUH#LV#DOVR#D#ODUJH#LQWHUQDWLRQDO#WUDGH#LQ#FDSLWDO0PDU0
NHW# LQVWUXPHQWV# OLNH# ERQGV/# VKRUW0WHUP# ELOOV# DQG# FRPPRQ
VKDUHV#RI#FRUSRUDWLRQV1#$V#LQ#WKH#FDVH#RI#WUDGH#LQ#JRRGV#DQG
VHUYLFHV/#WUDGH#LQ#ILQDQFLDO#LQVWUXPHQWV#LQYROYHV#WKH#FXUUHQF\
PDUNHW1#)RU#H[DPSOH/#&DQDGLDQ#SHQVLRQ#IXQGV#SXUFKDVH#DQG
KROG#ERQGV#DQG#VKDUHV#GHQRPLQDWHG#LQ#86#GROODUV#IRU#LQYHVW0
PHQW#SXUSRVHV#EXW#SD\#RXW#DQQXLWLHV#WR#WKHLU#FXVWRPHUV#LQ#&D0
QDGLDQ#GROODUV1#$V#DQRWKHU#H[DPSOH/#FRQVLGHU# WKH#SURYLQFLDO
JRYHUQPHQWV#WKDW#ILQDQFH#D#GHILFLW#E\#VHOOLQJ#ERQGV#GHQRPL0
QDWHG#LQ#86#GROODUV1#7R#VHUYLFH#DQG#UHSD\#WKLV#GHEW#WKH\#PXVW
FRQYHUW#WKHLU#&DQDGLDQ#GROODU#WD[#UHYHQXH#LQWR#86#GROODUV1

)LQDOO\/#WKHUH#LV#D#ODUJH#YROXPH#RI#WUDGH#LQ#FXUUHQF\#IX0
WXUHV/#IRUZDUG#FRQWUDFWV/#DQG#RWKHU#ILQDQFLDO#GHULYDWLYHV1#7KLV
EXVLQHVV#VWHPV#IURP#WKH#GHVLUH#RI#H[SRUWHUV#DQG#LPSRUWHUV#RI
JRRGV/#VHUYLFHV/#DQG# ILQDQFLDO# LQVWUXPHQWV# WR#HOLPLQDWH# WKH
ULVN#RI#IOXFWXDWLQJ#H[FKDQJH#UDWHV1#)RU#H[DPSOH/#&DQDGLDQ#H[0
:

SRUWHUV#RI#OXPEHU#WR#WKH#8QLWHG#6WDWHV#XVXDOO\#VLJQ#D#FRQWUDFW
WKDW#SD\V#D#FHUWDLQ#QXPEHU#RI#86#GROODUV#<3#GD\V#ODWHU1#)RU#IL0
QDQFLDO#SODQQLQJ/#WKHVH#H[SRUWHUV#QHHG#WR#NQRZ#ZKHWKHU#LQ
<3#GD\V#WKHVH#86#GROODUV#ZLOO#EH#H[FKDQJHG#IRU#418/#419#RU#416
&DQDGLDQ#GROODUV1#)RUZDUG#H[FKDQJH#PDUNHWV#SHUPLW#WKHP#WR
GR#VR1#6LPLODUO\/#ERUURZHUV#RI#86#IXQGV#LQ#&DQDGD#FDQ#ORFN#LQ
WKH#&DQDGLDQ#GROODU#YDOXH#RI#IXWXUH#SD\PHQWV#RI#LQWHUHVW#DQG
SULQFLSDO1#2WKHU#VR0FDOOHG#GHULYDWLYHV#DUH#XVHG#WR#HOLPLQDWH#RU
UHGXFH#H[FKDQJH#ULVN#DVVRFLDWHG#ZLWK#WUDGH#LQ#DVVHWV#LQ#PRUH
URXQGDERXW#ZD\V/#RIWHQ#LQYROYLQJ#D#QXPEHU#RI#WUDQVDFWLRQV1

$OO#RI#WKLV#FXUUHQF\#EXVLQHVV#XVHV#XS#ODERXU#DQG#FDSL0
WDO# LQ#&DQDGD/#0H[LFR/#DQG#WKH#8QLWHG#6WDWHV1#7KH#UHVHDUFK
QHHGHG#WR#IRUHFDVW#H[FKDQJH#ULVN#DQG#WKH#GHWHUPLQDWLRQ#RI
RSWLPXP# VWUDWHJLHV# WR# GHDO# ZLWK# LW# UHTXLUHV#PXFK# KLJKO\
VNLOOHG# ODERXU1#)RUHLJQ#H[FKDQJH# WUDGLQJ#GLYLVLRQV#RI# FRP0
PHUFLDO#EDQNV#HPSOR\#ODUJH#QXPEHUV#RI#WUDGHUV/#HFRQRPLVWV/
DQG#VXSSRUW#VWDII#DQG#DOVR#XVH#PXFK#FDSLWDO/#PRVW#RI#ZKLFK
LV# LQ#PRGHUQ# FRPPXQLFDWLRQV# IDFLOLWLHV1# 3ULYDWH# ILUPV# XVH
PDQSRZHU# DQG# FDSLWDO# WR# RSHUDWH# WKHLU# RZQ# IRUHLJQ# H[0
FKDQJH# GHSDUWPHQWV1# ,QWHUQDWLRQDO# WUDYHOOHUV# XVH# XS# WLPH
DQG#HQHUJ\#LQ#FXUUHQF\#GHDOLQJV1#7KH#HOLPLQDWLRQ#RI#WKH#QHHG
IRU#IRUHLJQ#H[FKDQJH#WUDQVDFWLRQV#IRU#WUDGH#DPRQJ#WKH#PHP0
EHUV#RI#WKH#DPHUR#]RQH#ZRXOG#IUHH#WKLV#ODERXU#DQG#FDSLWDO#IRU
WKH#SURGXFWLRQ#RI#RWKHU#JRRGV#DQG#VHUYLFHV1#/LYLQJ#VWDQGDUGV
ZRXOG#LQFUHDVH#FRUUHVSRQGLQJO\1

+RZ#ELJ#ZRXOG#EH#WKH#VDYLQJV#LQ#UHVRXUFHV#IURP#WKH#UH0
GXFHG# QHHG# IRU# FXUUHQF\# WUDQVDFWLRQV# LI# &DQDGD# MRLQHG# D
1RUWK# $PHULFDQ#0RQHWDU\# 8QLRQ"# 8QIRUWXQDWHO\/# LW# LV# QRW
HDV\#WR#PDNH#DQ#HPSLULFDO#HVWLPDWH#RI#WKH#VDYLQJV1#:H#NQRZ
WKDW#LQ#4<<;#&DQDGD·V#WUDGH# LQ#JRRGV#DQG#VHUYLFHV#ZLWK#WKH
8QLWHG#6WDWHV#DQG#0H[LFR#+H[SRUWV#SOXV#LPSRUWV,#ZDV#YDOXHG
DW#&'1'648#ELOOLRQ18#,I#IRUHLJQ#H[FKDQJH#FRVWV#UHSUHVHQW#RQH
SHUFHQW#RI#WKDW#YDOXH/#WKH#VDYLQJV#ZRXOG#EH#DERXW#'6#ELOOLRQ1
7KH# FXUUHQF\# WUDQVDFWLRQV# XQGHUWDNHQ# LQ# WKH# FRQWH[W# RI
LQWHUQDWLRQDO# OHQGLQJ# DQG# GHDOLQJ# ZLWK# H[FKDQJH# ULVN# DUH
NQRZQ#WR#EH#VRPH#PXOWLSOHV#RI#QHW#FDSLWDO#IORZV#VLQFH#WKHUH
LV# PXFK# ´FKXUQLQJ/µ# DV# DJHQWV# EX\# DQG# VHOO# WKH# VDPH
FXUUHQFLHV# PDQ\# WLPHV# GXULQJ# WKH# GD\# LQ# RUGHU# WR# WDNH
DGYDQWDJH#RI#VPDOO#GLIIHUHQFHV#LQ#H[FKDQJH#DQG#LQWHUHVW#UDWHV1



6JG (TCUGT +PUVKVWVG 6JG"%CUG"HQT"VJG"#OGTQ ;
7KH#PRVW#UHOLDEOH#HVWLPDWH#RI#WKH#VDYLQJV#IURP#UHGXFHG
FXUUHQF\#H[FKDQJH#GHDOLQJV#FDQ#EH#PDGH#E\#D#VWXG\#RI#WKH#IRU0
HLJQ#H[FKDQJH#DFWLYLWLHV#RI#EDQNV/#SULYDWH#ILUPV/#DQG#WUDYHOOHUV1
,Q# LQWHUSUHWLQJ# WKHVH#GDWD#DQG#HVWLPDWLQJ# WKH# VDYLQJV# IURP
PRQHWDU\#XQLRQ/#LW#LV#LPSRUWDQW#WR#UHPHPEHU#WKDW#WKH#QHHG#WR
GHDO#LQ#FXUUHQFLHV#RI#WKH#UHVW#RI#WKH#ZRUOG#ZRXOG#UHPDLQ1#,Q
RWKHU#ZRUGV/#WKH#H[FKDQJH#GHSDUWPHQWV#RI#EDQNV#DQG# ILUPV
ZRXOG#QRW#EH#HOLPLQDWHG/#WKH\#ZRXOG#RQO\#VKULQN#LQ#VL]H1

:KLOH#VXFK#VWXGLHV#RI#WKH#SRVVLEOH#VDYLQJV#IURP#FXUUHQ0
F\#XQLRQ#KDYH#QRW#EHHQ#PDGH#IRU#DQ\#RI#WKH#1RUWK#$PHULFDQ
FRXQWULHV/#ZH#FDQ#JDLQ#VRPH#LQVLJKW#LQWR#WKHP#E\#FRQVLGHULQJ
D#VWXG\#RI#(XURSHDQ#FRQGLWLRQV1#,Q#4<<3/#WKH#́ 'HORUV#&RPPLV0
VLRQµ#+&RPPLVVLRQ#RI#WKH#(XURSHDQ#&RPPXQLWLHV#4<<3,#DQD0
O\]HG#WKH#SRWHQWLDO#JDLQV#IURP#FXUUHQF\#XQLILFDWLRQ#LQ#(XURSH
DQG# LQ#WKH#SURFHVV#VSRQVRUHG#VSHFLDO#VXUYH\V#RI#EDQNV#DQG
ILUPV1#7KHVH#VXUYH\V#UHVXOWHG#LQ#WKH#FRQFOXVLRQ#WKDW#WKH#LQWUR0
GXFWLRQ#RI# WKH#HXUR#ZLOO# VKULQN# WKH# VL]H#RI# WKH# IRUHLJQ#H[0
FKDQJH#GHSDUWPHQWV#RI#EDQNV#DQG#ILUPV#E\#DERXW#;8#SHUFHQW1
7KH#UHVXOWDQW#VDYLQJV#ZLOO#UHSUHVHQW#EHWZHHQ# 16#DQG# 17#SHU0
FHQW#RI#QDWLRQDO#LQFRPH#RI#WKH#UHJLRQ/#ZLWK#VRPH#PDUNHG#GLI0
IHUHQFHV# LQ# WKH# VDYLQJV# RI# LQGLYLGXDO# PHPEHU# FRXQWULHV/
GHSHQGLQJ#RQ#WKH#VL]H#RI#WKHLU#IRUHLJQ#VHFWRUV19

7KH#DGRSWLRQ#RI#WKH#DPHUR#ZRXOG#UHVXOW#LQ#DQDORJRXV
VDYLQJV1#:H#PD\#VSHFXODWH#WKDW#IRU#&DQDGD/#ZLWK#D#IRUHLJQ
VHFWRU#DV#ODUJH#DV#WKDW#RI#PRVW#(XURSHDQ#FRXQWULHV/#WKH#VDY0
LQJV#ZLOO#UHVHPEOH#WKRVH#HVWLPDWHG#IRU#(XURSH1#)RU#WKH#8QLW0
HG#6WDWHV/#ZKLFK#KDV#D#PXFK#VPDOOHU#IRUHLJQ#VHFWRU#UHODWLYH
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(KIWTG"3<"5RTGCF"DGVYGGP"VJG"0QOKPCN".QPI/6GTO";KGNF
WR#QDWLRQDO#LQFRPH/#WKH#SHUFHQWDJH#VDYLQJV#ZRXOG#EH#PXFK
VPDOOHU1#0H[LFR·V#VDYLQJV#PD\#EH#H[SHFWHG# WR# OLH#EHWZHHQ
WKRVH#RI#&DQDGD#DQG#WKH#8QLWHG#6WDWHV1#0\#RZQ/#UDWKHU#FDVX0
DO/#HVWLPDWHV#SXW#WKH#VDYLQJV#IRU#WKH#HQWLUH#UHJLRQ#DW#DERXW
14#SHUFHQW#RQ#QDWLRQDO#LQFRPH/#RU#DERXW#&'1';33#PLOOLRQ1

.QYGT"KPVGTGUV"TCVGU"CPF"NGUU"GZEJCPIG"TKUM
,QWHUHVW# UDWHV# RQ# ORQJ0WHUP# ERQGV# LVVXHG# E\# WKH# JRYHUQ0
PHQWV#RI#&DQDGD#DQG#WKH#8QLWHG#6WDWHV#KLVWRULFDOO\#KDYH#GLI0
IHUHG#EHFDXVH#RI# WKH# ULVN#RI#GHSUHFLDWLRQ#RI# WKH#&DQDGLDQ
DJDLQVW#WKH#86#GROODU/#WKH#IOXFWXDWLRQV#LQ#WKH#H[FKDQJH#UDWH
DURXQG#D# WUHQG# +FDOOHG# WKH#H[FKDQJH# ULVN,/#D#GLIIHUHQFH#EH0
WZHHQ#WKH#WZR#FRXQWULHV#LQ#WKH#ULVN#RI#GHIDXOW#RQ#WKHLU#GHEWV
+FDOOHG#WKH#VRYHUHLJQ#ULVN,/#DQG#WKH#ORZHU#OLTXLGLW\#RI#&DQDGL0
DQ# JRYHUQPHQW#ERQGV#EHFDXVH# IHZHU# DUH#RXWVWDQGLQJ# DQG
WUDGHG#GDLO\1

)LJXUH# 4# VKRZV# WKH# KLVWRULF# GHYHORSPHQW# RI# WKH
VSUHDG#EHWZHHQ#WKH#QRPLQDO#LQWHUHVW#UDWHV#RQ#ORQJ0WHUP#VH0
FXULWLHV#RI#&DQDGLDQ#DQG#$PHULFDQ#JRYHUQPHQWV=#WKH#H[FHVV
RI# WKH# &DQDGLDQ# UDWH# KDV# DYHUDJHG# DERXW# RQH# SHUFHQWDJH
SRLQW#RYHU#WKH#HQWLUH#SHULRG#+414:#SHUFHQW#EHWZHHQ#4<83#DQG
4<<:,1#+RZHYHU/#WKHUH#ZHUH#VRPH#SHULRGV#GXULQJ#WKH#4<:3V
DQG# HDUO\# 4<;3V#ZKHQ# WKH# WXUEXOHQFH#RI# LQWHUQDWLRQDO# H[0
FKDQJH# DQG# FDSLWDO#PDUNHWV# FUHDWHG# D# VSUHDG#PXFK# ODUJHU
WKDQ#RQH#SRLQW1#4<;6#VDZ#WKH#UHFRUG#VSUHDG#RI#618#SRLQWV1
6LQFH# 4<<;/# WKH#&DQDGLDQ# UDWHV#KDYH#EHHQ# ORZHU# WKDQ# WKH
$PHULFDQ#UDWHV1
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32 %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
.HYLQ#&OLQWRQ# +4<<;,#DWWULEXWHV#PRVW#RI#WKH# LQWHUHVW0
UDWH#JDS#WR#WKH#ULVN#RI#FXUUHQF\#GHSUHFLDWLRQ1#+H#HVWLPDWHG
WKH# RWKHU# FDXVHV# RI# WKH# GLIIHUHQFH# WR# EH# UHODWLYHO\#PLQRU/
WKRXJK#WKH#WKUHDW#RI#4XHEHF·V#VHSDUDWLQJ#KDV#XQGRXEWHGO\
LQFUHDVHG#WKH#VRYHUHLJQ#ULVN#FRPSRQHQW#RI#WKH#VSUHDG#GXULQJ
WKH#4<<3V1#7KH#GHYHORSPHQWV#VLQFH#4<<;/#ZKLFK#KDYH#VHHQ
WKH#&DQDGLDQ# UDWHV# ORZHU# WKDQ# WKH#$PHULFDQ# UDWHV#DUH#QRW
FRYHUHG#LQ#&OLQWRQ·V#SDSHU#EXW#WKH\#DUH#OLNHO\#WR#EH#WKH#RXW0
FRPH#RI#DQ# LQIODWLRQ#UDWH# LQ#&DQDGD# ORZHU#WKDQ#WKDW# LQ#WKH
8QLWHG#6WDWHV/#ZKLFK#LPSOLHV#D#FUHGLEOH#DQG#YHU\#OLNHO\#IXWXUH
DSSUHFLDWLRQ#RI#WKH#&DQDGLDQ#GROODU1

7KHVH#UHFHQW#GHYHORSPHQWV#LQ#WKH#VSUHDG#VXJJHVW#WKDW
QRPLQDO#LQWHUHVW#UDWHV#DUH#QRW#WKH#DSSURSULDWH#EDVLV#IRU#PHD0
VXUHPHQW#RI#JDLQV#IURP#PRQHWDU\#XQLRQ1#2QH#VKRXOG#VWXG\
LQVWHDG#QRPLQDO# LQWHUHVW#UDWHV#DGMXVWHG# IRU# LQIODWLRQDU\#H[0
SHFWDWLRQV#LQ#HDFK#FRXQWU\1#8QIRUWXQDWHO\/#VXFK#H[SHFWDWLRQV
FDQQRW#EH#PHDVXUHG#GLUHFWO\#DQG#WKH#XVH#RI#DFWXDO#LQIODWLRQ
UDWHV#LV#DQ#LPSHUIHFW#VXEVWLWXWH#IRU#H[SHFWDWLRQV1#1HYHUWKH0
OHVV/#&OLQWRQ#HVWLPDWHG#UHDO#LQWHUHVW0UDWH#GLIIHUHQWLDOV#RQ#WKH
EDVLV#RI#GLIIHUHQFHV# LQ# FRQVXPHU0SULFH# LQIODWLRQ1#+H# IRXQG
WKDW#EHWZHHQ#4<94#DQG#4<<;#WKH#VSUHDG#LQ#UHDO#\LHOGV#ZDV#1<:
SRLQWV#DV#FRPSDUHG#ZLWK#WKH#VSUHDG#LQ#QRPLQDO#UDWHV#RI#414:
SRLQWV1#6R/#HYHQ#DIWHU#DGMXVWPHQW# IRU# LQIODWLRQDU\#H[SHFWD0
WLRQV/#LQYHVWRUV#DSSHDU#WR#GHPDQG#D#SUHPLXP#RI#DERXW#RQH
SRLQW#RYHU#WKH#$PHULFDQ#LQWHUHVW#UDWHV#WR#SODFH#WKHLU#IXQGV
LQWR#&DQDGLDQ#DVVHWV#GHQRPLQDWHG#LQ#&DQDGLDQ#GROODUV1

,Q#(XURSH/#WKH#REOLJDWLRQV#RI#WKH#JRYHUQPHQWV#RI#,WDO\
DQG#*HUPDQ\#VLPLODUO\#VKRZHG#GLIIHUHQFHV#LQ#\LHOGV#WR#FRP0
SHQVDWH#LQYHVWRUV#IRU#WKH#ULVN#WKDW#WKH#OLUD#ZRXOG#FRQWLQXH#LWV
SRVWZDU#KLVWRU\#RI#GHSUHFLDWLRQ#DJDLQVW#WKH#PDUN1#7KHUH#DUH
ILUP#H[SHFWDWLRQV#WKDW#WKH#LQWHUHVW#UDWH#GLIIHUHQWLDO#EHWZHHQ
,WDOLDQ#DQG#*HUPDQ#JRYHUQPHQW#ERQGV#ZLOO#QDUURZ#GUDPDWL0
FDOO\#DIWHU#WKH\#KDYH#EHHQ#GHQRPLQDWHG#LQ#HXUR1#,Q#IDFW/#WKLV
QDUURZLQJ#KDG#VWDUWHG#LQ#WKH#PRQWKV#OHDGLQJ#XS#WR#WKH#FRQ0
YHUVLRQ#RQ#-DQXDU\#4/4<<<1:

7KH#LQWURGXFWLRQ#RI#D#FRPPRQ#FXUUHQF\#LQ#&DQDGD#DQG
WKH#8QLWHG#6WDWHV#ZLOO#UHVXOW#LQ#WKH#VDPH#GHYHORSPHQWV#DQG
XOWLPDWHO\# WKH#FRPSOHWH#DQG#SHUPDQHQW#HOLPLQDWLRQ#RI# WKH
H[FKDQJH#ULVN#DQG#GLIIHUHQFHV#LQ#WKH#LQIODWLRQ#UDWHV#EHWZHHQ
WKH#WZR#FRXQWULHV1#7KHUH#PD\#ZHOO#UHPDLQ#D#ULVN#SUHPLXP#GXH
WR#WKH#SXEOLF·V#SHUFHSWLRQ#WKDW#&DQDGD/#WKH#VPDOOHU#FRXQWU\
ZLWK#D#KLJKHU#UDWLRQ#RI#GHEW#WR#LQFRPH#DQG#EXUGHQHG#ZLWK#D
VHSDUDWLVW#PRYHPHQW/#LV#PRUH#OLNHO\#WKDQ#WKH#8QLWHG#6WDWHV#WR
GHIDXOW#RQ#KHU#REOLJDWLRQV1#:H#FDQ#REVHUYH# WKH#HTXLYDOHQW
VSUHDG#LQ#WKH#LQWHUHVW#\LHOG#RI#WKH#IHGHUDO#DQG#SURYLQFLDO#JRY0
HUQPHQWV# ZLWKLQ# &DQDGD1# 7KHVH# VSUHDGV# WHQG# WR# EH# YHU\
VPDOO1#+RZHYHU/#LW#LV#GLIILFXOW#WR#SUHGLFW#KRZ#ELJ#WKH#&DQDGD2
8QLWHG#6WDWHV#VSUHDG#ZLOO#EH/#HVSHFLDOO\#VLQFH#LW#ZLOO#GHSHQG
RQ#WKH#XQFHUWDLQ#IXWXUH#ILVFDO#UHVSRQVLELOLW\#RI#ERWK#FRXQWULHV
DQG#WKH#ULVN#RI#4XHEHF#VHSDUDWLRQ1#+RZHYHU/#LI#ZH#DVVXPH#IRU
WKH#VDNH#RI# LOOXVWUDWLRQ# WKDW/#RI# WKH#KLVWRULF#VSUHDG#RI# 414:
SHUFHQWDJH#SRLQWV/#14:#SRLQWV#ZLOO#UHPDLQ#DQG#UHIOHFW#WKH#VRY0
HUHLJQ# ULVN/# WKHQ# WKH#GURS# LQ# WKH#GLIIHUHQWLDO#ZLOO#EH# 4# IXOO
SRLQW1#7KH#EHQHILWV#RI#ORZHU#LQWHUHVW#UDWHV#ZLOO#EH#YHU\#ODUJH1#

$#GURS#RI#RQH#SHUFHQWDJH#SRLQW#LQ#WKH#FRVW#RI#ERUURZ0
LQJ#IRU#WKH#IHGHUDO#JRYHUQPHQW#DORQH#ZRXOG#EULQJ#VDYLQJV#RI
'9#ELOOLRQ#DQQXDOO\#RQ#LWV#'933#ELOOLRQ#GHEW#WKRXJK/#EHFDXVH
RI#WKH#PDWXULW\#VWUXFWXUH#RI#WKH#GHEW/#LW#ZLOO#WDNH#VRPH#WLPH
WR#UHDOL]H#WKH# IXOO#DPRXQW#RI#WKHVH#VDYLQJV1#7KLV#IDFW#DORQH
VKRXOG#PDNH# WKH# IHGHUDO# JRYHUQPHQW# DQ# HQWKXVLDVWLF# VXS0
SRUWHU#RI#PRQHWDU\#XQLRQ1#7KH#IL[HG0LQWHUHVW#REOLJDWLRQV#RI
RWKHU#&DQDGLDQ#JRYHUQPHQWV/#DJHQFLHV/#SULYDWH#FRPSDQLHV/
DQG# LQGLYLGXDOV/# SDUWLFXODUO\# WKRVH# ZLWK#PRUWJDJH# REOLJD0
WLRQV/#ZLOO#VLPLODUO\#EH#UHGXFHG#E\#PDQ\#ELOOLRQV#RI#GROODUV1
7KH#SULFHV#RI#FRPPRQ#VKDUHV#ZLOO#ULVH#IRU#D#ILUP·V#JLYHQ#H[0
SHFWHG#SURILWV#DQG#WKHUHIRUH#WKH#FRVW#RI#ERUURZLQJ#LQ#HTXLW\
PDUNHWV#ZLOO#DOVR#IDOO1

7KH# VWLPXOXV# WR# FRQVXPHU# VSHQGLQJ# E\# VXFK# ORZHU
ERUURZLQJ#FRVWV#ZLOO#LQ#ODUJH#SDUW#EH#RIIVHW#E\#ORZHU#LQWHUHVW
LQFRPHV#RI# OHQGHUV1#+RZHYHU/# WKH# ORZHU# LQWHUHVW#UDWHV#ZLOO
HQFRXUDJH# KLJKHU# LQYHVWPHQW# E\# EXVLQHVV/# ZKLFK# ZLOO# LQ0
FUHDVH# ODERXU# SURGXFWLYLW\# DQG# UDLVH#&DQDGLDQ# OLYLQJ# VWDQ0
GDUGV1# 7KH# FRVW# RI# KRXVLQJ# ZLOO# IDOO# DQG# VWLPXODWH# WKH
H[SDQVLRQ#RI#WKH#EXLOGLQJ#LQGXVWU\#DQG#WKH#SURGXFHUV#RI#IXU0
QLVKLQJV1#&XPXODWLYHO\#DQG#WKURXJK#WLPH/#WKH#JURZWK#LQ#SUR0
GXFWLYLW\# DQG# KRXVLQJ# LQYHVWPHQWV# PD\# ZHOO# EH# ODUJH1
*RYHUQPHQWV#ZLOO#KDYH#VPDOOHU#GHILFLWV#RU# ODUJHU#VXUSOXVHV
DQG#ZLOO#EH#DEOH#WR#ORZHU#WD[HV/#ZKLFK#LQ#WXUQ#ZLOO#LQFUHDVH#LQ0
FHQWLYHV#WR#ZRUN#DQG#LQYHVW1

)TGCVGT"RTKEG"UVCDKNKV[
,QIODWLRQ#LV#GHILQHG#DV#WKH#SHUVLVWHQW#XSZDUG#WUHQG#RI#SULFHV1
3ULFH#LQVWDELOLW\#PHDQV#WKDW#SULFHV#IOXFWXDWH#WKURXJK#WLPH#HL0
WKHU#DURXQG#D#WUHQG#RU#DURXQG#]HUR#LQIODWLRQ1#,W#LV#SRVVLEOH#IRU
D#FRXQWU\·V#FHQWUDO#EDQN#WR#EH#FRPPLWWHG#WR/#DQG#VXFFHHG#LQ
WKH#SUHYHQWLRQ#RI# LQIODWLRQ1#+RZHYHU/#QR# FHQWUDO#EDQN# FDQ
SUHYHQW#HQWLUHO\#IOXFWXDWLRQV#LQ#WKH#SULFH#OHYHO#DURXQG#D#PHDQ
RI#]HUR#EHFDXVH#RI#UDQGRP#HFRQRPLF#GLVWXUEDQFHV#DIIHFWLQJ
LWV#RXWSXW#DQG#WUDGH1

(FRQRPLF#WKHRU\#DQG#HYLGHQFH#VXJJHVW#WKDW#SULFH#VWD0
ELOLW\# HQFRXUDJHV# HFRQRPLF# JURZWK# DQG# HIILFLHQF\1# 7KXV/
%HQMDPLQ#.OHLQ# +4<::,# IRXQG# WKDW# LQ#$PHULFDQ#KLVWRU\# WKH
JUHDWHU#WKH#SULFH#VWDELOLW\/#WKH#KLJKHU#WKH#HFRQRPLF#JURZWK1
+H#DWWULEXWHV#WKLV#FRUUHODWLRQ#WR#WKH#LQFUHDVHG#XVHIXOQHVV#RI
PRQH\#ZKHQ#SULFHV#DUH#VWDEOH1#'XULQJ#SHULRGV#RI#JUHDW#YROD0
WLOLW\#LQ#SULFHV/#HFRQRPLF#DJHQWV#DUH#IRUFHG#WR#UHGXFH#WKH#XVH
RI#PRQH\#LQ#WUDQVDFWLRQV#DQG#UHVRUW#PRUH#WR#EDUWHU1#6RPH#RI
WKH#HIILFLHQFLHV#GHULYHG#IURP#D#PRQHWL]HG#HFRQRP\#DUH#ORVW1

3ULFH#VWDELOLW\#LV#DQ#LQFUHDVLQJ#IXQFWLRQ#RI#WKH#VL]H#RI#D
FXUUHQF\#DUHD#IRU#WKH#IROORZLQJ#UHDVRQ1#&RQVLGHU#WKDW#D#EDG



6JG (TCUGT +PUVKVWVG 6JG"%CUG"HQT"VJG"#OGTQ 33
KDUYHVW#RI#JUDLQV#LQ#&DQDGD#FDXVHV#KLJKHU#SULFHV#IRU#IRRG#XV0
LQJ#JUDLQV1#,I#&DQDGD#KDV#KHU#RZQ#FXUUHQF\/#WKHVH#KLJKHU#IRRG
SULFHV#ZRXOG#UDLVH#WKH#RYHUDOO#SULFH#OHYHO1#+RZHYHU/#WKLV#LQIOD0
WLRQDU\# HIIHFW# LV# GDPSHQHG# LI/# DW# WKH# VDPH# WLPH/# EXPSHU
FURSV#LQ#DQRWKHU#UHJLRQ#RI#&DQDGD#ORZHU#SULFHV#IRU#IUXLWV#RU
YHJHWDEOHV1#*HQHUDOO\/#WKH#SUREDELOLW\#LV#JUHDWHU#WKDW#DQ#RS0
SRVLWH#SULFH#GHYHORSPHQW#NHHSV#WKH#SULFH#LQGH[#XQFKDQJHG/
WKH# ODUJHU#WKH#QXPEHU#RI#UHJLRQV#DQG#WKH#PRUH#GLYHUVLILHG
WKH#PL[#RI#LQGXVWULHV1#)RU#WKLV#UHDVRQ#D#1RUWK#$PHULFDQ#FXU0
UHQF\#DUHD#ZLOO#KDYH#PRUH#VWDEOH#SULFHV#WKDQ#&DQDGD#RU#WKH
RWKHU#PHPEHU#FRXQWULHV#RSHUDWLQJ#WKHLU#RZQ#FXUUHQFLHV/#JLY0
HQ# WKH#SDWWHUQ#RI#H[RJHQRXV#GLVWXUEDQFHV#FDXVLQJ# IOXFWXD0
WLRQV#LQ#RXWSXW#DQG#SULFHV1#1R#HVWLPDWHV#RI#WKHLU#PDJQLWXGH
DUH#DYDLODEOH/#EXW#WKHVH#EHQHILWV#DUH#FHUWDLQ#WR#H[LVW1;

&[PCOKE"ICKPU

'ZRCPUKQP"QH"VTCFG
7KH#QHZ#LQWHUQDWLRQDO#WUDGH#WKHRU\#GHYHORSHG#GXULQJ#WKH#ODVW
58#\HDUV#VXJJHVWV#WKDW#JDLQV#IURP#WKH#ORZHULQJ#RI#WUDGH#EDU0
ULHUV#DUH#PXFK# ODUJHU# WKDQ#KDG#EHHQ#HVWLPDWHG#HDUOLHU1#7KH
WUDGLWLRQDO# WKHRU\# KDG# SUHGLFWHG# WKDW# ORZHU# WUDGH# EDUULHUV
ZRXOG#FDXVH#D#FRXQWU\#OLNH#&DQDGD/#IRU#H[DPSOH/#WR#H[SDQG
WKH#SURGXFWLRQ#DQG#H[SRUW#RI#IRUHVWU\#SURGXFWV1#$W#WKH#VDPH
WLPH/#&DQDGD·V#PDFKLQHU\#LQGXVWU\#ZRXOG#VKULQN#DQG#LPSRUWV
RI#PDFKLQHV#ZRXOG#LQFUHDVH1#7KH#QHZ#WKHRU\#VXJJHVWV#+DQG
HPSLULFDO#HYLGHQFH#VKRZV,#WKDW#ORZHU#WDULIIV#DIIHFW#RQO\#D#YHU\
OLWWOH#WKH#VL]H#DQG#QHW#WUDGH#RI#VXFK#LQGXVWULHV1#,QVWHDG/#WKHUH
LV#D# ODUJH#H[SDQVLRQ#RI# WUDGH# LQ#DOO# IRUHVWU\#DQG#PDFKLQHU\
SURGXFWV#EHWZHHQ#FRXQWULHV#DV#ILUPV#LQFUHDVLQJO\#VSHFLDOL]H
LQ#WKH#SURGXFWLRQ#DQG#H[SRUW#RI#QDUURZ#SURGXFW#OLQHV1

$V#D# UHVXOW#RI# WKLV# W\SH#RI# VSHFLDOL]DWLRQ#DQG#´LQWUD0
LQGXVWU\µ#WUDGH/#LQGXVWULHV#UHDS#HFRQRPLHV#RI#VFDOH#DQG#ODUJH
SURGXFWLYLW\#JDLQV#WKDW#KDG#QRW#EHHQ#FRQVLGHUHG#LQ#WKH#WUDGL0
WLRQDO#WKHRU\#DQG#WKDW#ZHUH#QRW#VLJQLILFDQW#LQ#WKH#RSHUDWLRQ
RI#WKH#NLQGV#RI# ILUPV# LPSRUWDQW# LQ#WUDGH# LQ#PRVW# LQGXVWULDO
SURGXFWV1#$Q#HFRQRPHWULF#VWXG\#E\#5LFKDUG#+DUULV#DQG#'DYLG
&R[#+4<;6,#XVLQJ#WKH#QHZ#WUDGH#WKHRU\#VXJJHVWV#WKDW#WKH#G\0
QDPLF#JDLQV#IURP#WKH#HOLPLQDWLRQ#RI#WDULII#EDUULHUV#EHWZHHQ
&DQDGD#DQG#WKH#8QLWHG#6WDWHV#LQ#WKH#ORQJHU#UXQ#ZLOO#HTXDO#ILYH
WR#WHQ#SHUFHQW#RI#QDWLRQDO#LQFRPH1

/RZHU# FRVWV#RI# WUDQVSRUWDWLRQ/# FRPPXQLFDWLRQ/# DQG
FXUUHQF\#GHDOLQJV#DUH#DQDO\WLFDOO\#HTXLYDOHQW#WR#WKH#UHGXFWLRQ
RI# WDULIIV1#7KH\#HQFRXUDJH# LQWHUQDWLRQDO# VSHFLDOL]DWLRQ# DQG
WUDGH1# 4XDQWLWDWLYHO\/# WKH# HIIHFWV# RI# PRQHWDU\# XQLRQ# DUH
PXFK#VPDOOHU#WKDQ#WKRVH#RI#ORZHU#WDULIIV#DQG#WUDQVSRUWDWLRQ
FRVWV1#1HYHUWKHOHVV/#VDYLQJV#LQ#WKH#FRVWV#RI#IRUHLJQ#H[FKDQJH
ZLOO#EULQJ#G\QDPLF#EHQHILWV#PXFK#JUHDWHU#WKDQ#VXJJHVWHG#E\
WKH#LQLWLDO#FRVW#UHGXFWLRQV#DORQH1<
/QTG"'HHKEKGPV"2TKEG"5VTWEVWTG
6WXGLHV#KDYH# VKRZQ# WKDW# LQ#(XURSH# WKH#SULFHV#RI# LGHQWLFDO
SURGXFWV#RQ#WZR#VLGHV#RI#QDWLRQDO#ERUGHUV#RIWHQ#ZHUH#TXLWH
GLIIHUHQW/#HYHQ#IRU#PDMRU#SURGXFWV#OLNH#DXWRPRELOHV#DQG#LQ#DU0
HDV#RYHU#ZKLFK#FRQVXPHUV#FDQ#WUDYHO#UHDGLO\#LQ#WKHLU#VHDUFK
IRU#UHWDLO#EDUJDLQV1#2Q#WKH#VXSSO\#VLGH/#VXFK#SULFH#GLIIHUHQFHV
FDQ#EH#H[SODLQHG#E\#WKH#RUJDQL]DWLRQ#RI#PDUNHWV/#WD[DWLRQ/
WKH#OHYHO#RI#XQLRQL]DWLRQ/#DQG#WKH#HIILFLHQF\#LQ#UHWDLOLQJ#DQG
RWKHU#OHYHOV#RI#GLVWULEXWLRQ1

:KDWHYHU#WKH#FDXVHV#RI#WKHVH#SULFH#GLIIHUHQFHV#PLJKW
EH/#WKH# LQWHUHVWLQJ#TXHVWLRQ# IRU# WKH#SUHVHQW#DQDO\VLV# LV#ZK\
FRQVXPHUV#KDYH#SHUPLWWHG#WKHP#WR#SHUVLVW1#*HRJUDSKLF#GLV0
WDQFHV#DUH#QRW#JUHDW#DQG#ODQJXDJH#GLIIHUHQFHV#LQ#WKHVH#UHJLRQV
WHQG#QRW#WR#EH#D#VHULRXV#REVWDFOH#WR#FRQVXPHU#DUELWUDJH1#)UHH
WUDGH#KDV#H[LVWHG#LQ#(XURSH#IRU#VRPH#WLPH#DQG#FRQVXPHUV#DUH
DEOH#WR#EULQJ#JRRGV#DFURVV#ERUGHUV#IUHHO\#DQG#ZLWKRXW#WKH#SD\0
PHQW#RI#WDULIIV1#7KH#DQVZHU#WR#WKH#SX]]OH#KDV#EHHQ#IRXQG#WR
OLH#LQ#WKH#IDFW#WKDW#SULFHV#LQ#WKH#WZR#FRXQWULHV#DUH#LQ#GLIIHUHQW
FXUUHQFLHV1#$V#D#UHVXOW/#FRQVXPHUV#ILQG#SULFH#FRPSDULVRQ#FXP0
EHUVRPH1#7KH#WHFKQLFDO#WHUP#XVHG#LQ#WKLV#FRQWH[W#LV#WKDW#SULFHV
DUH#QRW# ´WUDQVSDUHQW1µ# ,Q#DGGLWLRQ/# WKH# FXUUHQF\# FRQYHUVLRQ
DGGV#H[WUD#FRVWV#WR#FURVV0ERUGHU#VKRSSLQJ1

$#FRPPRQ#FXUUHQF\# LQ#(XURSH# LV#H[SHFWHG# WR#PDNH
SULFHV#WUDQVSDUHQW#DQG#HOLPLQDWH#WKH#FRVW#RI#FXUUHQF\#FRQYHU0
VLRQ1#$V# D# UHVXOW# FRQVXPHUV# DUH# H[SHFWHG# WR# HTXDOL]H# WKH
SULFHV# RI# FRQVXPHU# JRRGV1# 7KH# HFRQRPLF# LPSOLFDWLRQV# RI
WKHVH#GHYHORSPHQWV#DUH#DV#IROORZV1#0RVW# LPSRUWDQW/# LQHIIL0
FLHQW#UHWDLOHUV#ZLOO#EH#IRUFHG#WR#EHFRPH#PRUH#HIILFLHQW#RU#JR
RXW#RI#EXVLQHVV1#,Q#DGGLWLRQ/#WKHUH#ZLOO#EH#D#JURZWK#LQ#FRP0
PXQLW\0ZLGH/#ODUJH#DQG#HIILFLHQW#GLVWULEXWLRQ#ILUPV#FKDUDFWHU0
L]HG# E\# EUDQG# QDPHV# DQG# XQLIRUP# TXDOLW\# NQRZQ# LQ# DOO
FRXQWULHV1#7KHVH#ILUPV#ZLOO#FKDUJH#WKH#VDPH#UHWDLO#SULFHV#HY0
HU\ZKHUH1#&RQVXPHUV#ZLOO#JDLQ#IURP#WKH#LQFUHDVHG#HIILFLHQ0
FLHV#DQG#HQMR\#ORZHU#SULFHV1

8QGHU#WKH#SURSRVHG#1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ/
ZH#FDQ#H[SHFW#DQDORJRXV#GHYHORSPHQWV#ZLWK#LQFUHDVHG#HIIL0
FLHQF\# UHTXLUHG# RI# ILUPV# LQ# ERWK# &DQDGD# DQG# WKH# 8QLWHG
6WDWHV1#&RQVXPHUV#ZLOO#EHQHILW#FRUUHVSRQGLQJO\1

7KH#SURVSHFW#RI#WKHVH#GHYHORSPHQWV#PHULWV#WZR#FRP0
PHQWV1#)LUVW/#IRU#SULFHV#WR#EH#DUELWUDJHG#LW#LV#QRW#QHFHVVDU\#WR
KDYH#ODUJH#VKLIWV#LQ#FRQVXPHU#EX\LQJ#SDWWHUQV1#:KDW#FRXQWV
DUH#PDUJLQDO#FKDQJHV#LQ#WKH#OHYHO#RI#VDOHV#EURXJKW#DERXW#E\
UHODWLYHO\#VPDOO#QXPEHUV#RI#EX\HUV1#$V#UHWDLOHUV#QRWH# WKHVH
FKDQJHV#LQ#VDOHV#WKH\#ZLOO#ORRN#IRU#FDXVHV#DQG#UHVSRQG#E\#EH0
FRPLQJ#PRUH#HIILFLHQW1

6HFRQG/#GLIIHUHQFHV# LQ# WD[DWLRQ# DQG#JRYHUQPHQW0VHW
SULFHV#DUH#OLNHO\#WR#UHPDLQ#REVWDFOHV#WR#SHUIHFW#DUELWUDJH1#,Q0
FUHDVHG#FURVV0ERUGHU#VKRSSLQJ#PD\#ZHOO#FDXVH#&DQDGLDQ#DX0
WKRULWLHV#WR#LPSRVH#WKH#JRRGV#DQG#VHUYLFHV#WD[#DQG#SURYLQFLDO
UHWDLO#WD[HV#RQ#JRRGV#SXUFKDVHG#LQ#WKH#8QLWHG#6WDWHV1#2I#SDU0



34 %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
WLFXODU#LPSRUWDQFH#ZLOO#EH#WKH#PXFK#KLJKHU#&DQDGLDQ#H[FLVH
+VLQ,# WD[HV# RQ# OLTXRU# DQG# WREDFFR# SURGXFWV1# 3UREOHPV#ZLOO
DOVR#DULVH# LI#&DQDGLDQV#EHJLQ# WR# LPSRUW# ODUJH#TXDQWLWLHV#RI
GDLU\#DQG#RWKHU#SURGXFWV/#WKH#GRPHVWLF#SULFHV#RI#ZKLFK#DUH
VHW#E\#VXSSO\#PDQDJHPHQW#ERDUGV1

,W# LV# LPSRVVLEOH#WR#SUHGLFW#KRZ#&DQDGLDQ#DXWKRULWLHV
ZLOO# UHDFW# WR#PXFK#KLJKHU# OHYHOV#RI#FURVV0ERUGHU#VKRSSLQJ1
'XULQJ#WKH#4<;3V/#ZKHQ#&DQDGLDQV#WRRN#DGYDQWDJH#RI#D#ID0
YRXUDEOH#H[FKDQJH#UDWH#DQG#GLG#PXFK#VKRSSLQJ#LQ#WKH#8QLWHG
6WDWHV/#WKH\#WHQGHG#WR#FROOHFW#GXW\#RQ#SURGXFWV#FDUU\LQJ#VLQ0
WD[HV#DQG#VXEMHFW#WR#PDUNHWLQJ#ERDUG#FRQWUROV1#2WKHU#SURG0
XFWV# WHQGHG# WR# HVFDSH# *67# DQG# SURYLQFLDO# WD[# OHYLHV1# $W0
WHPSWV#WR#EURDGHQ#WD[#FROOHFWLRQ#ZRXOG#KDYH#UHVXOWHG#LQ#ORQJ
GHOD\V#DW#ERUGHU#FURVVLQJV#DQG#SURYRNHG#D#FLWL]HQV·#UHYROW1
1R#JRYHUQPHQW#ZRXOG#KDYH#ZDQWHG#WR#IDFH#VXFK#D#FRQGLWLRQ
LQ#DQ#HOHFWLRQ1

6RPH#REVHUYHUV#ZLOO#ZHOFRPH#WKH#GLOHPPD#IDFHG#E\
WKH#&DQDGLDQ#DXWKRULWLHV#ZKHQ#WKH#PRQHWDU\#XQLRQ#UHVXOWV#LQ
JUHDWHU#FRQVXPHU#DUELWUDJH1#,W#ZLOO#LQFUHDVH#LQFHQWLYHV#WR#GLV0
PDQWOH#VXSSO\#PDQDJHPHQW#SUDFWLFHV#PRUH# UDSLGO\# WKDQ# LV
QRZ#SODQQHG#XQGHU#WKH#WKUHDW#RI#VDQFWLRQV#SHUPLWWHG#E\#WKH
UXOHV#RI#WKH#:RUOG#7UDGH#2UJDQL]DWLRQ1#,W#ZLOO#DOVR#LQFUHDVH#LQ0
FHQWLYHV# WR# ORZHU# WD[HV/#ZKLFK# LV#ZHOFRPHG#E\#PDQ\#ZKR
KRSH#WKDW#LW#ZLOO#OHDG#WR#D#VPDOOHU#JRYHUQPHQW1#2WKHU#REVHUY0
HUV/#PDLQO\#IURP#WKH# OHIW#RI#WKH#SROLWLFDO#VSHFWUXP/#ZLOO#RS0
SRVH# WKH#PRQHWDU\#XQLRQ# LQ#RUGHU# WR# DYRLG# WKLV#GLOHPPD1
7KH\#OLNH#WKH#LQFRPH#UHGLVWULEXWLRQ#LPSOLFLW#LQ#VXSSO\#PDQ0
DJHPHQW#SROLFLHV/#WKH#VRFLDO#HQJLQHHULQJ#RI#VLQ#WD[HV/#DQG#WKH
ODUJH#JRYHUQPHQW#IHG#E\#H[FLVH#WD[HV1

+PETGCUGF"NCDQWT/OCTMGV"FKUEKRNKPG
7KH#'HORUV#&RPPLVVLRQ#QRWHV#WKDW#RQH#RI#WKH#H[SHFWHG#EHQH0
ILWV#IURP#WKH#FUHDWLRQ#RI#WKH#(XUR#DUHD#ZLOO#EH#́ LQFUHDVHG#ODERXU
PDUNHW#GLVFLSOLQHµ#+&RPPLVVLRQ#RI#WKH#(XURSHDQ#&RPPXQLWLHV
4<<3=#7:,1# ,#EHOLHYH# WKDW# WKH#VDPH#EHQHILWV#ZRXOG#DFFUXH# LQ
&DQDGD/#ZKHUH#XQLRQL]DWLRQ#LV#DERXW#68#SHUFHQW#RI#WKH#ODERXU
IRUFH/#PXFK#KLJKHU#WKDQ#WKDW#LQ#WKH#8QLWHG#6WDWHV1

,W# LV#ZHOO#NQRZQ# WKDW#XQLRQV#SURYLGH# WKHLU#PHPEHUV
ZLWK#KLJKHU#ZDJHV/#JUHDWHU#MRE0VHFXULW\/#DQG#RWKHU#EHQHILWV/
DOO#RI#ZKLFK#KDYH#D#PRQHWDU\#HTXLYDOHQW#YDOXH1#7KH#FUXFLDO
TXHVWLRQ#LV#ZKR#SD\V#IRU#WKH#EHQHILWV#WKDW#XQLRQV#QHJRWLDWH
IRU# WKHLU#ZRUNHUV1#%HFDXVH#RI# FRPSHWLWLRQ# LQ# LQWHUQDWLRQDO
FDSLWDO#PDUNHWV/#WKH#EHQHILWV#FDQQRW#FRPH#DW#WKH#H[SHQVH#RI
SURILWV1#,QVWHDG#WKH\#FRPH#DW#WKH#H[SHQVH#RI#RWKHU#ZRUNHUV/
WKH#JHQHUDO#SXEOLF/#RU#ERWK1

7KH# ILUVW#HIIHFW#RFFXUV#ZKHQ#KLJKHU# ODERXU# FRVWV# LQ0
GXFH#ILUPV#WR#VXEVWLWXWH#FDSLWDO#IRU#ODERXU1#)HZHU#ZRUNHUV#DUH
UHTXLUHG#WR#SURGXFH#WKH#VDPH#RXWSXW#DQG#WKHLU#SURGXFWLYLW\
LV#UDLVHG#VR#WKDW#LW#PDWFKHV#WKHLU#KLJKHU#ZDJHV1#7KH#ZRUNHUV
IRUFHG#WR#OHDYH#WKH#XQLRQL]HG#LQGXVWULHV#DUH#UH0HPSOR\HG#LQ
WKH#UHVW#RI#WKH#HFRQRP\/#ZKHUH#WKH\#GHSUHVV#ZDJHV1#6WXGLHV
KDYH#VKRZQ#WKDW#DV#D#UHVXOW#WKHUH#LV#D#JDS#RI#EHWZHHQ#43#WR
63# SHUFHQW# LQ# WKH# ZDJHV# HDUQHG# E\# XQLRQL]HG# DQG# QRQ0
XQLRQL]HG# ZRUNHUV# RI# WKH# VDPH# DJH/# JHQGHU/# HGXFDWLRQDO
TXDOLILFDWLRQV/#DQG#ZRUN#H[SHULHQFH1#7R#D#ODUJH#H[WHQW/#WKHUH0
IRUH/#WKH#JDLQV#RI#XQLRQL]HG#ZRUNHUV#RFFXU#DW#WKH#H[SHQVH#RI
RWKHU#ZRUNHUV1

0RVW#UHOHYDQW#IRU#WKH#SUHVHQW#SXUSRVHV#RI#DQDO\VLV#LV
WKH#VHFRQG#HIIHFW#RI#WKH#KLJKHU#ZDJHV#SURYLGHG#E\#XQLRQV#WR
WKHLU#PHPEHUV1#)LUPV#WKDW#KDYH#VRPH#PDUNHW#SRZHU#DUH#DEOH
WR#SDVV#RQ#KLJKHU#ODERXU#FRVWV#WKURXJK#KLJKHU#SULFHV#IRU#WKH
JRRGV#DQG#VHUYLFHV#WKH\#VHOO1#7KH#FRQVXPLQJ#SXEOLF#LQ#&DQD0
GD#HQGV#XS#SD\LQJ#IRU#WKH#KLJKHU#ZDJHV#WKURXJK#KLJKHU#FRVWV
RI#OLYLQJ#DQG#WKHUHIRUH#UHGXFHG#OLYLQJ#VWDQGDUGV1

+RZHYHU/#WKH#JHQHUDO#LQIODWLRQ#FUHDWHG#E\#WKLV#SURFHVV
UHVXOWV# LQ#GHPDQGV# IRU#QRPLQDO#ZDJH# LQFUHDVHV#DFURVV# WKH
ERDUG#WR#FRPSHQVDWH#WKH#SXEOLF# IRU#WKH# ORVV# LQ#SXUFKDVLQJ
SRZHU1#,Q#DGGLWLRQ/#WKH#KLJKHU#SULFH#OHYHOV#UHVXOW#LQ#UHGXFHG
LQWHUQDWLRQDO# FRPSHWLWLYHQHVV# DQG# FXUUHQF\# GHSUHFLDWLRQ1
7KH#KLJKHU#SULFHV#RI#LPSRUWHG#DQG#H[SRUWDEOH#JRRGV#DGG#WR
WKH#JHQHUDO#LQIODWLRQ#DQG#UHGXFHG#OLYLQJ#VWDQGDUGV#IRU#DOO/#LQ0
FOXGLQJ#WKH#XQLRQL]HG#ZRUNHUV1#,Q#UHVSRQVH/#ZDJH#GHPDQGV
IRU#XQLRQV#LQFUHDVH#DJDLQ#DQG#WKH#F\FOH#RI#KLJKHU#ZDJHV#DQG
SULFHV#DQG#GHSUHFLDWLRQ#LV#UHSHDWHG1

,Q#(XURSH/#ZKHUH#UDWHV#RI#XQLRQL]DWLRQ#DUH#KLJKHU#DQG
ODERXU#ODZV#DUH#PRUH#IDYRXUDEOH#WR#XQLRQV#WKDQ#LQ#&DQDGD/
VXFK#F\FOHV#KDYH#EHHQ#IUHTXHQW#DQG#SURQRXQFHG/#HVSHFLDOO\
LQ#,WDO\/#)UDQFH/#DQG#6SDLQ1#$V#WKH#'HORUV#&RPPLVVLRQ#QRWHV/
WKHVH#F\FOHV#ZLOO#EH#FXUWDLOHG#DQG#SRVVLEO\#HYHQ#HOLPLQDWHG#E\
WKH#DGRSWLRQ#RI#WKH#(XUR1#7KH#FHQWUDO#EDQNV#RI#VXFK#FRXQ0
WULHV#ZLOO#QR#ORQJHU#EH#DEOH#WR#GHSUHFLDWH#WKHLU#FXUUHQFLHV#WR
SURWHFW#ILUPV#DQG#ZRUNHUV#ZKRVH#SULFH#DQG#ZDJH#LQFUHDVHV
KDYH#PDGH#WKHP#ORVH#LQWHUQDWLRQDO#FRPSHWLWLYHQHVV1#$V#D#UH0
VXOW/#XQLRQV#PXVW#HLWKHU#UHIUDLQ#IURP#GHPDQGLQJ#LQIODWLRQDU\
ZDJH#LQFUHDVHV#RU#IDFH#KLJKHU#XQHPSOR\PHQW#IRU#WKHLU#PHP0
EHUV1# (LWKHU# UHVSRQVH# LV# HTXLYDOHQW# WR# WKH# DFKLHYHPHQW#RI
JUHDWHU#ODERXU#PDUNHW#GLVFLSOLQH143

,Q# &DQDGD/# WKH# SRZHU# RI# WKH# XQLRQV#ZRUNV#PRVWO\
WKURXJK#D#VRPHZKDW#GLIIHUHQW#SURFHVV#WKDW#LV#LQLWLDWHG#E\#IDOO0
LQJ#ZRUOG#SULFHV#RI#FRPPRGLWLHV#DQG#WKH#FRQVHTXHQW#FXUUHQ0
F\# GHSUHFLDWLRQ1# )LJXUH# 5# VKRZV# WKDW# WKH#ZRUOG# SULFHV# RI
QDWXUDO#UHVRXUFHV#KDYH#EHHQ#RQ#D#FRQVLVWHQW#DQG#SURQRXQFHG
GRZQZDUG#WUHQG144#7KHVH#H[WHUQDO#GHYHORSPHQWV#DUH#D#WKHR0
UHWLFDOO\# SODXVLEOH# H[SODQDWLRQ# IRU# WKH# IDOO# LQ# WKH# UHDO# H[0
FKDQJH#UDWH/#ZKLFK#LV#DOVR#VKRZQ#LQ#)LJXUH#5145#

7KH# FRUUHODWLRQ# FRHIILFLHQW# +U0VTXDUHG,#EHWZHHQ# UHDO
QDWXUDO#UHVRXUFH#SULFHV#DQG#UHDO#H[FKDQJH#UDWHV#LV#1:#IRU#WKH
SHULRG#IURP#4<88#WR#4<<;#DQG#VXSSRUWV#WKH#WKHRU\1#+RZHYHU/
ILJXUH# 5# VKRZV# VRPH# LQWHUHVWLQJ# DQG# LPSRUWDQW# SHULRGV
ZKHQ#LW#LV#FOHDU#WKDW#WKH#UHODWLRQVKLS#EURNH#GRZQ1#%HWZHHQ



6JG (TCUGT +PUVKVWVG 6JG"%CUG"HQT"VJG"#OGTQ 35
4<88# DQG# 4<:4/# FRPPRGLW\# SULFHV# IHOO# QHDUO\# 63# SHUFHQW
ZKLOH# WKH# H[FKDQJH# UDWH# UHPDLQHG# XQFKDQJHG1# %HWZHHQ
4<:5#DQG#4<;3/#FRPPRGLW\#SULFHV#UHPDLQHG#XQFKDQJHG#DQG
WKH#UHDO#H[FKDQJH#UDWH#GURSSHG#QHDUO\#53#SHUFHQW1#2QO\#VLQFH
DERXW#4<:;#DQG#XQWLO#4<<;/#GLG#WKH#H[FKDQJH#UDWH#DQG#FRP0
PRGLW\# SULFHV#PRYH# WRJHWKHU# FORVHO\# DORQJ# D# SURQRXQFHG
GRZQZDUG#WUHQG1

7KH#UHODWLYHO\# LQFRQVLVWHQW#SDWWHUQ#RI#FKDQJHV# LQ#WKH
H[FKDQJH#UDWHV#DQG#FRPPRGLW\#SULFHV#VXJJHVWV#WKDW#WKH#GH0
SUHFLDWLRQ# KDV# KDG# RWKHU# FDXVHV1#2QH# RI# WKHP/# RSHUDWLYH
PDLQO\# VLQFH# WKH#PLGGOH# 4<;3V/# KDV# EHHQ# SRLQWHG# RXW# E\
0LFKDHO#:DONHU# +4<<;,1# ,Q#DQ#HFRQRPHWULF# VWXG\/#KH# IRXQG
WKDW#WKH#H[FKDQJH0UDWH#GHSUHFLDWLRQ#ZDV#DVVRFLDWHG#ZLWK#WKH
JURZLQJ#GHEW#RI#&DQDGLDQ#JRYHUQPHQWV1#+H#H[SODLQHG# WKLV
SKHQRPHQRQ# E\# VXJJHVWLQJ# WKDW# WKH# LQFUHDVLQJ# GHEW# UH0
TXLUHG# JURZLQJ# LQWHUHVW# SD\PHQWV# WR# IRUHLJQHUV1# 7R#PDNH
WKHVH# SD\PHQWV# &DQDGLDQ# JRYHUQPHQWV# LQFUHDVHG# WKH# GH0
PDQG#IRU#86#GROODUV/#ZKLFK#FDXVHG#WKH#SULFH#RI#WKH#&DQDGLDQ
GROODU#WR#IDOO1

7KH#VHFRQG#UHDVRQ#LQYROYHV#D#G\QDPLF#SURFHVV#PXFK
OLNH#WKDW#GHVFULEHG#DERYH#IRU#(XURSH1#$#IDOO#LQ#WKH#ZRUOG#SULF0
HV#RI#FRPPRGLWLHV#UHVXOWV#LQ#D#GHSUHFLDWLRQ#RI#WKH#&DQDGLDQ
GROODU/#ZKLFK#SURGXFHV#WKH#GHVLUDEOH#UHVXOW#GLVFXVVHG#DERYH=
HPSOR\PHQW#DQG#RXWSXW#VKULQN#E\#OHVV#WKDQ#WKH\#ZRXOG#KDYH
RWKHUZLVH1#+RZHYHU/#WKH#ORZHU#H[FKDQJH#UDWH#DOVR#KDV#WKH#HI0
IHFW#RI#UDLVLQJ#SURILWV#LQ#RWKHU#&DQDGLDQ#LQGXVWULHV#WKDW#HLWKHU
H[SRUW# WKHLU#RXWSXW#RU# IDFH# OHVV# FRPSHWLWLYH# LPSRUWV1#7KH
KLJKHU#SURILWV# LQ#WKHVH# LQGXVWULHV#EULQJ#XQLRQ#GHPDQGV#IRU
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KLJKHU#ZDJHV#DQG#PDQDJHPHQW·V#ZLOOLQJQHVV#WR#JUDQW#WKHP1
7KHVH#KLJKHU#ZDJHV#VSUHDG#WKURXJKRXW#WKH#HFRQRP\1

1RZ#FRQVLGHU#ZKDW#KDSSHQV#ZKHQ#WKH#VOXPS# LQ#WKH
ZRUOG#GHPDQG#IRU#QDWXUDO#UHVRXUFHV#HQGV#DQG#SULFHV#UHWXUQ
WR# WKHLU#SUH0VOXPS# OHYHO1#7KH#GHPDQG# IRU#&DQDGLDQ#GROODUV
ULVHV#DV#IRUHLJQHUV#EX\#PRUH#&DQDGLDQ#FRPPRGLWLHV1#$V#D#UH0
VXOW/#WKH#&DQDGLDQ#GROODU#LV#XQGHU#XSZDUG#SUHVVXUH1#%XW#WKH
DSSUHFLDWLRQ# LV# OLPLWHG#EHFDXVH# WKH#KLJKHU# VWUXFWXUH#RI# OD0
ERXU#FRVWV#LQ#DOO#&DQDGLDQ#LQGXVWULHV#FUHDWHG#GXULQJ#WKH#SH0
ULRG# RI# WKH# VOXPS# PDNHV# &DQDGLDQ# LQGXVWULHV# OHVV
FRPSHWLWLYH1#$W#HYHU\#OHYHO#RI#WKH#LQFUHDVLQJ#H[FKDQJH#UDWH/
&DQDGLDQ#H[SRUWV#DUH#VPDOOHU#DQG# LPSRUWV#DUH#KLJKHU# WKDQ
WKH\#ZHUH#EHIRUH# WKH# FRVW# LQFUHDVHV1#%DODQFH#RI#SD\PHQWV
HTXLOLEULXP#LV#UHDFKHG#EHIRUH#WKH#H[FKDQJH#UDWH#UHWXUQV#WR
WKH#SUHYLRXV#OHYHO#DVVRFLDWHG#ZLWK#WKH#VDPH#ZRUOG#SULFHV#IRU
FRPPRGLWLHV1

)RU#WKLV#UHDVRQ/#HYHU\#F\FOH#RI#IDOOLQJ#DQG#ULVLQJ#ZRUOG
SULFHV#UHVXOWV#LQ#D#GRZQZDUG#UDWFKHWLQJ#RI#WKH#&DQDGLDQ#GRO0
ODU#H[FKDQJH#UDWHV1#$V#REYLRXV#LQ#ILJXUH#5/#ORZHU#ZRUOG#SULFHV
RI#FRPPRGLWLHV#GHSUHFLDWH#WKH#FXUUHQF\#EXW#KLJKHU#SULFHV#GR
QRW#PDNH#LW#DSSUHFLDWH#E\#WKH#VDPH#SHUFHQWDJH1#

7KH#YLOODLQ#LQ#WKH#SLHFH#LV#ZDJH0UDWH#LQFUHDVHV#WKDW#DUH
QRW#PDWFKHG#E\# FRPSHQVDWLQJ#JDLQV# LQ#SURGXFWLYLW\# LQ#H[0
SRUW0RULHQWHG# DQG# LPSRUW0FRPSHWLQJ# LQGXVWULHV1# 8QGHU# D
IL[HG#H[FKDQJH0UDWH#UHJLPH/#UHGXFWLRQV#LQ#WKH#SULFHV#DW#ZKLFK
QDWXUDO#UHVRXUFHV#FDQ#EH#VROG#UHVXOW#LQ#GRZQZDUG#SUHVVXUHV
RQ# ZDJHV1# %XW# XQGHU# WKH# IOH[LEOH# H[FKDQJH0UDWH# V\VWHP/
WKHVH# SUHVVXUHV# DUH#PLWLJDWHG# RU# HYHQ# HOLPLQDWHG1# ,Q# WKH
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36 %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
PDQXIDFWXULQJ#VHFWRU/#WKH#FXUUHQF\#GHSUHFLDWLRQ#UDLVHV#FRP0
SDQ\#SURILWV#DQG#WKHUH#LV#D#WHQGHQF\#WR#EHOLHYH#WKDW#ODERXU
KDV#EHFRPH#PRUH#SURGXFWLYH#DQG#WKHUHIRUH#GHVHUYHV#KLJKHU
ZDJHV1#%XW#WKHVH#SURGXFWLYLW\#JDLQV#DUH#LOOXVLRQDU\#DQG#GLV0
DSSHDU#DV#VRRQ#DV#WKH#H[FKDQJH#UDWH#DSSUHFLDWHV#DJDLQ146

7KH#FUHDWLRQ#RI# WKH#DPHUR#ZLOO#SUHYHQW# WKH#XQIRUWX0
QDWH#SURFHVV#MXVW#GHVFULEHG1#'HFOLQHV#LQ#ZRUOG#SULFHV#RI#QDW0
XUDO# UHVRXUFHV#ZLOO# QR# ORQJHU# FDXVH# WKH# H[FKDQJH# UDWH# WR
GHSUHFLDWH1#3URILWV#LQ#RWKHU#LQGXVWULHV#ZLOO#QRW#EH#LQFUHDVHG
DQG#XQLRQV#ZLOO#EH#XQDEOH#WR#QHJRWLDWH#KLJKHU#ZDJHV#EDVHG
RQ# WKHLU#HPSOR\HUV·#SURILWV1# ,Q#HIIHFW/# ODERXU#PDUNHW#GLVFL0
SOLQH#ZLOO#EH#LQFUHDVHG1#&DQDGD#ZLOO#HQMR\#WKH#VDPH#EHQHILWV
WKDW#WKH#'HORUV#&RPPLVVLRQ#SUHGLFWHG#ZRXOG#DFFUXH#WR#FRXQ0
WULHV#LQ#WKH#(XURSHDQ#0RQHWDU\#8QLRQ1

7KH#SURFHVV#MXVW#GHVFULEHG#KDV#EHHQ#DQDO\]HG#LQWHQ0
VLYHO\#LQ#WKH#FRQWH[W#RI#DQRWKHU#ODUJH#ERG\#RI#HFRQRPLF#OLWHU0
DWXUH/#WKDW#ZKLFK#GHDOV#ZLWK#WKH#HIIHFW#RI#´WHPSRUDU\#WDULII
SURWHFWLRQ/µ#7KLV#W\SH#RI#WDULII#SURWHFWLRQ#KDV#EHHQ#IRXQG#WR
OHDG#WR#ZDJH#LQFUHDVHV#DQG#KLJKHU#SURGXFWLRQ#FRVWV#LQ#WKH#DI0
IHFWHG# LQGXVWULHV# DQG/#DV# LQ# WKH# FDVH#RI# WKH#H[FKDQJH0UDWH
SURWHFWLRQ47#MXVW#GHVFULEHG/#FDQQRW#EH#UHYHUVHG#ZLWKRXW#VH0
ULRXV#GDPDJH#WR#WKH#SURWHFWHG#LQGXVWU\1#'XULQJ#WKH#SRVWZDU
\HDUV/# HVSHFLDOO\# LQ# GHYHORSLQJ# FRXQWULHV/# VXFK# WHPSRUDU\
WDULII# SURWHFWLRQ# RIWHQ# EHFDPH# SHUPDQHQW1# 7KH# SDUDOOHO
EHWZHHQ# WHPSRUDU\# SURWHFWLRQ# RI# LQGXVWU\# E\# WDULIIV# DQG
H[FKDQJH#UDWHV#LV#REYLRXV1#%RWK#W\SHV#RI#SURWHFWLRQ#WHQG#WR
EH#LUUHYHUVLEOH1

$GVVGT"UVTWEVWTCN"CFLWUVOGPV
7KH#SUHFHGLQJ#DQDO\VLV#FRQVLGHUHG#IOXFWXDWLRQV#LQ#WKH#ZRUOG
SULFHV#RI#FRPPRGLWLHV1#$V#ILJXUH#5#VKRZV/#WKHVH#IOXFWXDWLRQV
RFFXUUHG#DURXQG#D#VHFXODU#GHFOLQH#LQ#WKHVH#SULFHV1#7KLV#VHFX0
ODU#GHFOLQH#KDV#LQGXFHG#ODERXU#DQG#FDSLWDO#WR#PRYH#RXW#RI#LQ0
GXVWULHV#SURGXFLQJ#WKHVH#JRRGV#LQ#&DQDGD#DQG#WR#PRYH#LQWR
LQGXVWULHV#ZKHUH#WKHLU#SURGXFWLYLW\#LV#KLJKHU1#7KH#IOH[LEOH#H[0
FKDQJH#UDWH#V\VWHP#KDV#PDGH#WKLV#SURFHVV#WDNH#SODFH#DW#D#OHVV
WKDQ#RSWLPDO#SDFH#IRU#WZR#UHDVRQV1#

)LUVW/#WKH#GHSUHFLDWLRQ#RI#WKH#H[FKDQJH#UDWH#SURYLGHV
WHPSRUDU\#SURWHFWLRQ#WR#WKH#LQGXVWULHV#WKURXJK#PHFKDQLVPV
GHVFULEHG# LQ# WKH#SUHYLRXV#VHFWLRQ1#)LUPV#DQG#ZRUNHUV#PD\
ZHOO#XQGHUVWDQG#WKDW#WKH#GHFUHDVH#LQ#WKH#ZRUOG#SULFH#LV#SHU0
PDQHQW#EXW/#EHFDXVH#RI#WKH#IDOO#LQ#WKH#H[FKDQJH#UDWH/#WKH\#GR
QRW#KDYH#WR#DFW#RQ#LW1#7KH\#FDQ#DQG#RIWHQ#GR#SRVWSRQH#WKH#UH0
TXLUHG#GRZQVL]LQJ#DQG#LQYHVWPHQWV#WR#UDLVH#SURGXFWLYLW\1#,Q
GRLQJ#VR#WKH\#WHQG#WR#EH#GULYHQ#E\#WKH#KRSH#WKDW#WKH#PRVW
UHFHQW#GRZQWXUQ#LQ#SULFHV#LV#QRW#SHUPDQHQW148

6HFRQG/# XQGHU# D# IOH[LEOH# H[FKDQJH0UDWH# V\VWHP# WKH
FXUUHQW#H[FKDQJH#UDWH#LV#GHWHUPLQHG#QRW#MXVW#E\#ZRUOG#SULFHV
RI#H[SRUWV#DQG#LPSRUWV#LQ#UHODWLRQ#WR#GRPHVWLF#FRVWV#RI#SUR0
GXFWLRQ1# ,W# LV#DOVR# LQIOXHQFHG#E\# VKRUW0WHUP#DQG# ORQJ0WHUP
FDSLWDO#IORZV#WKDW#PD\#EH#FDXVHG#E\#PRQHWDU\#SROLF\#RU#VSHF0
XODWLRQ#LQ#DQWLFLSDWLRQ#RI#HFRQRPLF#RU#SROLWLFDO#HYHQWV1#7KHVH
FDSLWDO#IORZV#DUH#RIWHQ#ODUJH#DQG#WKHUHIRUH#FDXVH#ZLGH#VZLQJV
LQ#WKH#H[FKDQJH#UDWH1

)RU#H[DPSOH/#LQ#WKH#HDUO\#4<<3V#WLJKW#PRQHWDU\#SROLF\
LQ#&DQDGD#ZDV#DFFRPSDQLHG#E\#YHU\#KLJK#GRPHVWLF# LQWHUHVW
UDWHV1#&DSLWDO#IORZHG#LQWR#&DQDGD#LQ#ODUJH#TXDQWLWLHV#DQG#UDLVHG
WKH#YDOXH#RI#WKH#&DQDGLDQ#GROODU1#7KH#HYHQW#LV#FOHDUO\#HYLGHQW#LQ
ILJXUH#51#,Q#4<<62<7#WKH#0H[LFDQ#FXUUHQF\#FULVLV#VSUHDG#WR#&DQ0
DGD/#LQ#SDUW#EHFDXVH#WKH#JRYHUQPHQW#ZDV#SODJXHG#E\#D#ODUJH
DQG#VWXEERUQ#GHILFLW1#7KH#DFWLRQV#RI#VSHFXODWRUV#FDXVHG#WKH#H[0
FKDQJH#UDWH#WR#GHSUHFLDWH1#7KLV#HYHQW#LV#DOVR#UHIOHFWHG#LQ#ILJXUH
51#&RXUFKHQH#DQG#+DUULV# +4<<<D,#VXJJHVW#WKDW#WKH#GHFOLQH#RI
WKH#&DQDGLDQ#GROODU#LQ#4<<;2<<#PD\#KDYH#EHHQ#FDXVHG#WR#D#FRQ0
VLGHUDEOH#GHJUHH#E\#D#ODUJH#IORZ#RI#SRUWIROLR#FDSLWDO#LQWR#$PHU0
LFDQ# VWRFN# PDUNHWV/# ZKLFK# KDG# HQMR\HG# YHU\# JUHDW# SULFH
LQFUHDVHV#QRW#PDWFKHG#E\#&DQDGLDQ#VWRFNV1

7KH#UROH#SOD\HG#E\#IDFWRUV#RWKHU#WKDQ#FRPPRGLW\#SULF0
HV#LQ#WKH#GHWHUPLQDWLRQ#RI#WKH#H[FKDQJH#UDWH#LV#EHVW#VXPPD0
UL]HG#E\#WKH#IDFW#WKDW#LQ#WKH#4<<3V#WKH#WHUPV#RI#WUDGH/#WKDW#LV/
WKH#DYHUDJH#SULFHV#RI#DOO#RI#&DQDGD·V#H[SRUWV/#IHOO#RQO\#WKUHH
SHUFHQW#UHODWLYH#WR#WKH#DYHUDJH#RI#DOO#RI#&DQDGD·V#LPSRUWV/#DQG
DOO#RI#WKLV#ZKLOH#WKH#SULFHV#RI#FRPPRGLWLHV#IHOO#E\#63#SHUFHQW1

&KDQJHV#LQ#H[FKDQJH#UDWHV#FDXVHG#E\#VSHFXODWLYH#DQG
QRUPDO#FDSLWDO#IORZV#VHQG#FRQIXVLQJ#VLJQDOV#WR#&DQDGLDQ#SUR0
GXFHUV#RI#FRPPRGLWLHV1#7KHVH#IOXFWXDWLRQV#LQ#WKH#H[FKDQJH
UDWHV#FDQ#DJJUDYDWH#RU#UHGXFH#WKH#LPSDFW#RI#FKDQJHV#LQ#ZRUOG
FRPPRGLW\#SULFHV#RQ#SURGXFHU·V#SURILWDELOLW\1#7KHUH#DUH#DO0
ZD\V#TXHVWLRQV#DERXW#WKH#GXUDWLRQ#RI#WKH#FDSLWDO#IORZV#DQG
WKHLU#LQIOXHQFH#RQ#WKH#H[FKDQJH#UDWH1#,W#LV#WKHUHIRUH#HDV\#WR
VHH#WKDW#WKH#SULFH#VLJQDOV#IRU#SURGXFHUV#XQGHU#WKH#IOH[LEOH#H[0
FKDQJH#UDWH#V\VWHP#DUH#PXFK#PRUH#XQFHUWDLQ#DQG#FDQ#GHOD\
DGMXVWPHQW#PRUH#WKDQ#WKH\#ZLOO# LI#D#PRQHWDU\#XQLRQ#HOLPL0
QDWHV#WKH#&DQDGLDQ#GROODU#DQG#H[FKDQJH#UDWH149

,Q#VXP/#WKH#SUREOHPV#DVVRFLDWHG#ZLWK#WKH#IOH[LEOH#H[0
FKDQJH#UDWH#V\VWHP#KDYH#FRQWULEXWHG#WR#&DQDGD·V#FRQWLQXHG
KLJK#DQG#H[FHVVLYH#UHOLDQFH#RQ#WKH#SURGXFWLRQ#RI#QDWXUDO#UH0
VRXUFHV14:#$#PRQHWDU\#XQLRQ#ZLOO#DVVXUH#WKDW#WKHVH#UHVRXUFHV
ZLOO#PRYH#LQWR#WKH#PRUH#SURILWDEOH#KLJK0WHFK#DQG#RWKHU#SURI0
LWDEOH#DQG#H[SDQGLQJ#LQGXVWULHV#DW#D#PRUH#RSWLPDO#SDFH1#&D0
QDGLDQV·# SURGXFWLYLW\# DQG# OLYLQJ# VWDQGDUGV# ZLOO# LQFUHDVH
FRUUHVSRQGLQJO\14;

1VJGT"GHHKEKGPE["ICKPU

0Q"OQTG"OQPGVCT["RQNKE["CFXGPVWTGU"
6LQFH#:RUOG#:DU#,,/#PRVW#FRXQWULHV#RI#WKH#ZRUOG#KDYH#H[SHUL0
PHQWHG#ZLWK#WKH#XVH#RI#PRQHWDU\#SROLF\#WR#ORZHU#XQHPSOR\0
PHQW#DQG#UDLVH#HFRQRPLF#JURZWK1#7KHVH#H[SHULPHQWV#ZHUH
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EDVHG#RQ#.H\QHVLDQ#HFRQRPLF#WKHRU\#DQG#WKH#FRQFHSW#RI#WKH
3KLOOLSV0FXUYH# WUDGH0RII# EHWZHHQ# LQIODWLRQ# DQG# XQHPSOR\0
PHQW1#7KH\#ZHUH#PDGH#SRVVLEOH# LQ#SDUW#EHFDXVH#WKH#JRYHU0
QRUV#RI#QDWLRQDO#FHQWUDO#EDQNV#KDG#DFFHSWHG#WKHVH#WKHRULHV#DV
YDOLG#DQG#LQ#SDUW#E\#SUHVVXUHV#IURP#JRYHUQPHQWV/#ZKLFK#ZDQW0
HG#WR#LQFUHDVH#WKHLU#UH0HOHFWLRQ#FKDQFHV#ZKHQ#WKH\#IRXJKW#D
FDPSDLJQ#GXULQJ#WKH#H[SHFWHG#HFRQRPLF#SURVSHULW\14<

0XFK#RI#WKH#ZRUOG#LQIODWLRQ#DQG#FXUUHQF\#LQVWDELOLW\#RI
WKH#SRVWZDU#\HDUV#FDQ#EH#H[SODLQHG#E\#WKHVH#H[SHULPHQWV#LQ
PDFURHFRQRPLF#SROLFLHV1#,W#LV#QRZ#ZHOO#XQGHUVWRRG#WKDW#XQ0
HPSOR\PHQW# UDWHV# DQG# HFRQRPLF# JURZWK# FDQQRW# EH# LP0
SURYHG#E\#LQIODWLRQ#EXW#WHQG#WR#EHFRPH#ZRUVH1#$V#D#UHVXOW/
VRPH#FHQWUDO#EDQNV# OLNH#WKH#%DQN#RI#&DQDGD#KDYH#DGRSWHG
SROLFLHV# WR#DVVXUH#VWDEOH#SULFHV/# LQ#VSLWH#RI#VWURQJ#SROLWLFDO
RSSRVLWLRQ#IURP#VRPH#SROLWLFLDQV#ZKR#FRQWLQXHG#WR#EHOLHYH
LQ# WKH# WUDGH0RII#EHWZHHQ# LQIODWLRQ#DQG#XQHPSOR\PHQW#DQG
OLNHG#WR#EH#DEOH#WR#SUHVVXUH#WKH#%DQN#LQWR#VHUYLQJ#WKHLU#SROLW0
LFDO#DJHQGD153

+RZHYHU/#WKHUH#LV#QR#JXDUDQWHH#WKDW#WKH#%DQN#RI#&DQ0
DGD#RU#RWKHU#FHQWUDO#EDQNV#ZLOO#DOZD\V# UHPHPEHU# WKH#RXW0
FRPH# RI# WKH# LQIODWLRQDU\# SROLFLHV# RI# WKH# 4<:3V1# 0DQ\
HFRQRPLVWV# WKHUHIRUH#EHOLHYH# WKDW#FHQWUDO#EDQNV#VKRXOG#EH
PDGH# LQGHSHQGHQW#RI#SROLWLFDO# LQIOXHQFHV1#0RUH# LPSRUWDQW/
WKH# FHQWUDO#EDQNV# VKRXOG#EH# JLYHQ# FRQVWLWXWLRQV# UHTXLULQJ
WKHP#WR#SXUVXH#RQO\#SULFH#VWDELOLW\/#QRW#IXOO#HPSOR\PHQW1

7KH#*HUPDQ# FHQWUDO#EDQN#GXULQJ# WKH#SRVWZDU# \HDUV
ZDV#LQGHSHQGHQW#DQG#KDG#VXFK#D#FRQVWLWXWLRQ1#,WV#UHFRUG#ZDV
H[FHOOHQW1#%\#FRQWUDVW/#WKH#$PHULFDQ#FHQWUDO#EDQN/#WKH#)HGHU0
DO#5HVHUYH/#ZKLOH#QRPLQDOO\#LQGHSHQGHQW/#ZDV#VXEMHFWHG#WR
PXFK# SROLWLFDO# SUHVVXUH# WR# OLYH# XS# WR# LWV# FRQVWLWXWLRQ# DQG
PDNH#SROLFLHV#WR#DVVXUH#IXOO#HPSOR\PHQW1#,WV#UHFRUG#ZDV#QRW
DV#JRRG#DV#WKDW#RI#WKH#%XQGHVEDQN1#$V#RQH#LQGLFDWLRQ#RI#WKH
GLIIHUHQFH# LQ# WKH# WZR# FRXQWULHV·#PRQHWDU\#SROLF\/#ZH#PD\
QRWH#WKDW#WKH#YDOXH#RI#D#GROODU#IHOO#IURP#7#'HXWVFKHPDUNV#WR
DERXW# 418#'HXWVFKHPDUNV# EHWZHHQ# WKH# 4<93V# DQG# 4<<3V1
7KH#%DQN#RI#&DQDGD# LV#QRPLQDOO\# LQGHSHQGHQW#EXW# OLNH#WKH
)HGHUDO#5HVHUYH#IDFHG#VWURQJ#SROLWLFDO#SUHVVXUHV#WR#DOORZ#LQ0
IODWLRQ#WR#GHYHORS#DQG#EULQJ#ORZHU#XQHPSOR\PHQW#UDWHV1#

'UDZLQJ#RQ#WKH#OHVVRQV#RI#SRVWZDU#PRQHWDU\#KLVWRU\/
WKH# (XURSHDQ# &HQWUDO# %DQN#ZDV# JLYHQ# D# FRQVWLWXWLRQ# WKDW
PDNHV#LW#SROLWLFDOO\#LQGHSHQGHQW#DQG#UHVSRQVLEOH#RQO\#IRU#WKH
SXUVXLW#RI#SULFH#VWDELOLW\1#)XOO#HPSOR\PHQW#LV#QRW#D#PDQGDWHG
WDVN#IRU#PRQHWDU\#SROLF\1#,Q#WKH#LQWURGXFWRU\#VHFWLRQ#RI#WKLV
VWXG\#GHVFULELQJ#WKH#FKDUDFWHULVWLFV#RI#WKH#1RUWK#$PHULFDQ
0RQHWDU\#8QLRQ#DQG#LWV#LQVWLWXWLRQV#+SDJH#8,/#,#DVVXPHG#WKDW
LWV#FRQVWLWXWLRQ#ZLOO#EH#PRGHOHG#DIWHU#WKDW#RI#WKH#%XQGHVEDQN
DQG#WKH#QHZ#(XURSHDQ#&HQWUDO#%DQN154

&RQVWLWXWLRQV# FDQQRW# JXDUDQWHH# WKDW#SROLWLFLDQV# DQG
EXUHDXFUDWV#EHKDYH#LQ#WKH#ZD\#WKH#IUDPHUV#RI#WKH#FRQVWLWX0
WLRQ#LQWHQGHG1#+RZHYHU/#,#EHOLHYH#WKDW#WKH#JUHDWHU#WKH#QXP0
EHU#RI#LQGHSHQGHQW#QDWLRQ#VWDWHV#KDYH#D#VWDNH#LQ#LW#DQG#KDYH
FROODERUDWHG#RQ#WKH#ZULWLQJ#DQG#HQIRUFHPHQW#RI#LWV#FRQVWLWX0
WLRQ/#WKH#PRUH#OLNHO\#LW#LV#WKDW#DQ#RUJDQL]DWLRQ#ZLOO#DGKHUH#WR
LWV# PDQGDWH# DQG# UHPDLQ# IUHH# IURP# SROLWLFDO# LQIOXHQFH155

7KHUHIRUH/#&DQDGD# LV#PRUH# OLNHO\#WR#EH#SURWHFWHG# IURP#WKH
DGYHUVH#FRQVHTXHQFH#RI# IXWXUH#PLVDGYHQWXUHV# LQ#PRQHWDU\
SROLF\# DV#D#PHPEHU#RI#D#1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ
WKDQ#LI#LW#KDG#LWV#RZQ#FHQWUDO#EDQN#H[SRVHG#WR#LQIOXHQFHV#E\
DPELWLRXV#SROLWLFLDQV#DQG#SXEOLF#RSLQLRQ1

+ORQUKPI"HKUECN"TGURQPUKDKNKV[
0HPEHUVKLS# LQ# WKH# (XUR0V\VWHP# LPSRVHV#RQ# JRYHUQPHQWV
WKH# UHTXLUHPHQW# WR#NHHS#JRYHUQPHQW#GHILFLWV# WR# OHVV# WKDQ
WKUHH#SHUFHQW#RI#QDWLRQDO#LQFRPH1#7KLV#UXOH#ZDV#FUHDWHG#EH0
FDXVH# ODUJH#GHILFLWV#E\# D#PHPEHU# FRXQWU\#RU#D#QXPEHU#RI
FRXQWULHV#FDQ#OHDG#WR#IRUHLJQ#ERUURZLQJ#ZKLFK#SXWV#XSZDUG
SUHVVXUHV# XSRQ# LQWHUHVW# DQG# H[FKDQJH# UDWHV# LQ# WKH# (XUR0
]RQH1#7KH#GHILFLWV#RI#RQH#JURXS#RI#FRXQWULHV/#WKHUHIRUH/#DI0
IHFW#WKH#ZHOO0EHLQJ#RI#RWKHU#PHPEHUV#RI#WKH#XQLRQ1# ,Q#WKLV
VHQVH/#WKH#GHILFLWV#DUH#WKH#HTXLYDOHQW#RI#D#FODVVLFDO#HFRQRPLF
H[WHUQDOLW\#VLQFH#WKH\#DIIHFW#DOO#FRXQWULHV#LQ#WKH#XQLRQ1#7KH
OLPLWV#RQ#GHILFLWV#DUH#D#PHWKRG#IRU#SUHYHQWLQJ#WKH#GHYHORS0
PHQW#RI#VXFK#H[WHUQDOLWLHV1#

,#EHOLHYH#WKDW#WKH#FRQFHUQ#RI#(XURSHDQV#RYHU#WKH#HI0
IHFWV#RI#QDWLRQDO#JRYHUQPHQW#GHILFLWV#LV#H[DJJHUDWHG1#,Q#IHG0
HUDO#VWDWHV#OLNH#WKH#8QLWHG#6WDWHV#DQG#&DQDGD/#WKH#DELOLW\#RI
MXQLRU#JRYHUQPHQWV#WR#ERUURZ#DQG#LPSRVH#H[WHUQDOLWLHV#RQ
RWKHUV#LV#OLPLWHG#EHFDXVH#RI#SULYDWH#FDSLWDO0PDUNHW#VDQFWLRQV
LPSRVHG#RQ#WKH#WUDQVJUHVVRUV1#+LJKHU#GHEW0VHUYLFH#FRVWV#DQG
RIWHQ#MXVW#WKH#GRZQ0JUDGLQJ#RI#WKH#ULVN#RI#GHEW#LVVXHG#E\#WKH
MXULVGLFWLRQ#WHQG#WR#SURPSW#OHJLVODWXUHV#WR#PHQG#WKHLU#ZD\V/
HYHQ#LI#WKH\#GR#VR#RIWHQ#DW#DQ#XQGHVLUDEO\#VORZ#UDWH1

1HYHUWKHOHVV/#LQ#WKH#GHVFULSWLRQ#RI#WKH#1RUWK#$PHULFDQ
0RQHWDU\#8QLRQ# DW# WKH#EHJLQQLQJ#RI# WKLV#SDSHU# +SDJH# 8,/# ,
KDYH#DVVXPHG#WKDW# LW# LQFOXGHV#DQ#DJUHHPHQW#WKDW# OLPLWV#WKH
IUHHGRP#RI#PHPEHU#FRXQWULHV#WR# LQFXU# ODUJH#DQG#SHUVLVWHQW
EXGJHW#GHILFLWV1#,#KRSH#WKDW#WKLV#SROLF\#ZLOO#EH#DGRSWHG#LQ#WKH
OLJKW#RI#WKH#UHDVRQLQJ#WKDW#OHG#WR#LWV#LQFOXVLRQ#LQ#WKH#(XURSHDQ
0RQHWDU\#$JUHHPHQW#DQG#LQ#WKH#PHPRU\#RI#WKH#ODUJH#GHILFLWV
RI# WKH# 4<;3V# DQG# 4<<3V# DQG# WKH# HFRQRPLF#SUREOHPV# WKH\
KDYH#FDXVHG#IRU#DOPRVW#DOO#LQGXVWULDO#FRXQWULHV1

*CXKPI"C"XQKEG"KP"RQNKE["HQTOWNCVKQP
7KH#(XURSHDQ#0RQHWDU\#8QLRQ#DQG#WKH#8QLWHG#6WDWHV#DUH#WZR
YHU\# ODUJH/# VHOI0VXIILFLHQW/# FXUUHQF\# DUHDV1#7UDGH# DQG# FDSLWDO
IORZV#ZLWK#WKH#UHVW#RI#WKH#ZRUOG#UHSUHVHQW#RQO\#D#VPDOO#IUDFWLRQ
RI#WKHLU#QDWLRQDO#LQFRPHV1#7KHVH#FRQGLWLRQV#PHDQ#WKDW#PRQH0
WDU\/# ILVFDO/#DQG#H[FKDQJH0UDWH#SROLFLHV# LQ# WKHVH# UHJLRQV# FDQ
DQG#ZLOO#EH#GHWHUPLQHG#DOPRVW#H[FOXVLYHO\#ZLWK#WKH#REMHFWLYH
RI#VWDELOL]LQJ# LQWHUQDO#FRQGLWLRQV#DQG#PD[LPL]LQJ#HFRQRPLF



38 %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
JURZWK1#7KH#H[FKDQJH#UDWH#LV#D#SROLF\#LQVWUXPHQW#RI#UHODWLYHO\
OLWWOH#LPSRUWDQFH#DQG#FRQVHTXHQFH#IRU#GRPHVWLF#SURVSHULW\1

'XULQJ#WKH#4<:3V/#DQ#LPSRUWDQW#DFDGHPLF#GLVFXVVLRQ
WRRN#SODFH#DERXW#WKH#PHULW#RI#VXFK#VHOI0FHQWUHG#$PHULFDQ#SRO0
LFLHV/#ZKLFK#ZHUH#H[SHFWHG# WR#EH#DGRSWHG#RQFH#WKH#GROODU0
JROG#H[FKDQJH#VWDQGDUG#DQG#SDULW\#H[FKDQJH#UDWHV#ZHUH#UH0
SODFHG#E\#IOH[LEOH#H[FKDQJH#UDWHV1#([FKDQJH#UDWHV#ZHUH# LP0
SRUWDQW# IRU# WKH# VPDOO# FRXQWULHV#RI# WKH#ZRUOG# DQG#PDQ\#RI
WKHP#LQVLVWHG#WKDW#WKH#8QLWHG#6WDWHV#WDNH#LQWR#DFFRXQW#WKH#HI0
IHFW#WKDW#KHU#H[FKDQJH#UDWH#SROLFLHV#KDG#RQ#WKHP156

7KH#PDLQ#FRQFOXVLRQ#RI#WKH#GHEDWH#ZDV#WKDW#WKH#8QLW0
HG#6WDWHV#VKRXOG#FRQWLQXH#ZLWK#KHU#SROLFLHV/#WUHDWLQJ#WKH#H[0
FKDQJH# UDWH# ZLWK# EHQLJQ# QHJOHFW/# UDWKHU# WKDQ# DV# DQ
LQVWUXPHQW# IRU# JDLQLQJ# DQ# DGYDQWDJH# IRU# KHUVHOI1# 6PDOOHU
FRXQWULHV#ZRXOG#JDLQ#IURP#VXFK#D#$PHULFDQ#SROLF\#VWDQFH#EH0
FDXVH# WKH#UHVXOWDQW#SURVSHULW\#RI# WKH# ODUJHVW# LQGXVWULDOL]HG
FRXQWU\#ZRXOG#EULQJ#LQFUHDVHG#GHPDQG#IRU#WKHLU#H[SRUWV#DQG
VLJQLILFDQW#VWLPXOXV#IRU#WKHLU#RZQ#HFRQRPLHV1#,W#ZDV#H[SHFW0
HG# WKDW# WKLV# VWLPXOXV#FRXOG#EH#GHWHUPLQHG#E\#HDFK#QDWLRQ
WKURXJK#LWV#RZQ#H[FKDQJH#UDWH#SROLF\1

:H#PD\# H[SHFW# WKDW# WKH# (XURSHDQ#0RQHWDU\#8QLRQ
DQG#WKH#8QLWHG#6WDWHV#LQ#WKH#IXWXUH#ZLOO#SUDFWLFH#EHQLJQ#QH0
JOHFW#RI#WKHLU#H[FKDQJH#DQG#LQWHUHVW#UDWHV1#6XFK#D#SROLF\#PD\
LQFUHDVH#WKHLU#SURVSHULW\#EXW#WKHUH#ZLOO#DOVR#EH#DQ#LQFUHDVLQJ
ULVN#WKDW#WKH#H[FKDQJH#DQG#LQWHUHVW#UDWHV#LQ#WKH#8QLWHG#6WDWHV
DQG#WKH#(XURSHDQ#0RQHWDU\#8QLRQ#ZLOO#FODVK#ZLWK#WKH#LQWHU0
HVWV#RI#&DQDGD/#0H[LFR/#DQG#RWKHU#VPDOO#FRXQWULHV1#7KH#SURE0
OHP#ZLOO#EH#KRZ#WKH#YRLFHV#RI#VPDOO#FRXQWULHV#FDQ#EH#PDGH#WR
EH#KHDUG#DQG#WKHLU#LQWHUHVWV#EH#PDGH#WR#FRXQW#LQ#WKH#GHWHU0
PLQDWLRQ#RI#SROLFLHV#RI#WKH#ODUJH#FXUUHQF\#EORFNV1

6RPH#LQWHUQDWLRQDO#IRUXPV#H[LVW#DW#ZKLFK#VPDOO#FRXQ0
WULHV#FDQ#UHPLQG#WKH#8QLWHG#6WDWHV#DQG#(XURSH#RI#WKHLU#FRQ0
FHUQV1# 7KH# EHVW# NQRZQ# RI# WKHVH# IRUXPV# DUH# WKH# UHJXODU
VXPPLWV#RI#KHDGV#RI#JRYHUQPHQW#DQG#PHHWLQJV#RI#PLQLVWHUV
RI# ILQDQFH# RI# WKH# JURXS# RI# VHYHQ# LQGXVWULDOL]HG# FRXQWULHV
+SOXV#5XVVLD,/#WKH#UHJXODU#%DQN#IRU#,QWHUQDWLRQDO#6HWWOHPHQW
FRQVXOWDWLRQV#DQG# WKH#ZRUN#RI# WKH# ,QWHUQDWLRQDO#0RQHWDU\
)XQG1#%XW#WKH#LQIOXHQFH#RI#VPDOOHU#FRXQWULHV#OLNH#&DQDGD#DQG
0H[LFR# LQ# WKHVH# IRUXPV#ZLOO#EH# UHGXFHG#EHFDXVH# WKH\#ZLOO
KDYH# ORVW# WKH# VXSSRUW# RI# WKH# VPDOOHU# (XURSHDQ# FRXQWULHV/
ZKLFK#KDYH#MRLQHG#WKH#(XURSHDQ#0RQHWDU\#8QLRQ1

$V#D#UHVXOW#RI#WKHVH#GHYHORSPHQWV#LW#ZLOO#EH#LQFUHDVLQJ0
O\#PRUH#LPSRUWDQW#WKDW#&DQDGD#DQG#0H[LFR#KDYH#GLUHFW#LQSXW
LQWR#$PHULFDQ#SROLF\#IRUPDWLRQ1#7KH#SURSRVHG#1RUWK#$PHUL0
FDQ#0RQHWDU\#8QLRQ#RIIHUV#VXFK#DQ#RSSRUWXQLW\1#&DQDGD#DQG
0H[LFR#ZLOO#EH#UHSUHVHQWHG#RQ#WKH#ERDUG#RI#WKH#1RUWK#$PHU0
LFDQ#&HQWUDO#%DQN/#ZKHUH#WKH\#ZLOO#DUJXH#WKHLU#FDVH#DQG#PD\
HYHQ#EH#DEOH#WR# LQIOXHQFH#SROLFLHV#WKURXJK#YRWLQJ#DOOLDQFHV
ZLWK#$PHULFDQ#UHSUHVHQWDWLYHV1
,W#LV#FOHDU#WKDW#WKH#8QLWHG#6WDWHV#ZLOO#KDYH#D#PDMRULW\#RI
PHPEHUV#RQ#WKH#ERDUG#DQG#WKDW/#LQ#SULQFLSOH/#WKH\#FDQ#DOZD\V
YRWH#IRU#SROLFLHV#WKDW#PD[LPL]H#$PHULFDQ#LQWHUHVWV1#+RZHYHU/
LQ#SUDFWLFH#ZH#PD\#H[SHFW#GLYLVLRQV#DPRQJ#$PHULFDQ#ERDUG
PHPEHUV#VLQFH#WKH\#UHSUHVHQW#GLIIHUHQW#UHJLRQV#RI#WKH#FRXQ0
WU\#ZLWK#GLIIHUHQW# LQGXVWULDO#DQG#DJULFXOWXUDO# LQWHUHVWV1#7KLV
IDFW#ZLOO#JLYH#ULVH#WR#WKH#RSSRUWXQLW\#RI#ERDUG#PHPEHUV#IURP
&DQDGD#DQG#0H[LFR#WR#DOO\#WKHPVHOYHV#ZLWK#WKHVH#UHJLRQDO#LQ0
WHUHVWV1#)RU#H[DPSOH/#$PHULFDQ#SUDLULH#VWDWHV#DQG#&DQDGLDQ
SUDLULH#SURYLQFHV#KDYH#PRUH#HFRQRPLF#LQWHUHVWV#LQ#FRPPRQ
WKDQ#WKH\#KDYH#ZLWK#RWKHU#VWDWHV#DQG#SURYLQFHV#LQ#WKHLU#RZQ
FRXQWULHV1# 7KHUH# DUH# VLPLODU# DIILQLWLHV# EHWZHHQ# $PHULFDQ
VWDWHV# DQG# &DQDGLDQ# SURYLQFHV# LQ# WKH# QRUWKHDVWHUQ# DQG
QRUWKZHVWHUQ#VHD0ERDUGV1#

$QRWKHU#WKUHDW#WR#VPDOO#FRXQWULHV#ZLOO#FRPH#IURP#WKHLU
H[SRVXUH#WR#WKH#ZKLPV#RI#FXUUHQF\#VSHFXODWRUV#IURP#DURXQG
WKH#ZRUOG1#7KHVH# VSHFXODWRUV#ZLOO# ILQG# LW#PRUH#GLIILFXOW# WR
EULQJ#DERXW#FKDQJHV#LQ#PRQHWDU\#DQG#H[FKDQJH0UDWH#SROLFLHV
LQ#WKH#YHU\#ODUJH#DQG#GHHS#PDUNHWV#RI#WKH#(XURSHDQ#0RQH0
WDU\#8QLRQ#DQG#WKH#8QLWHG#6WDWHV#WKDQ#LQ#WKH#VPDOO#PDUNHWV
RI#FRXQWULHV#OLNH#&DQDGD#DQG#0H[LFR1#2QO\#PHPEHUVKLS#LQ#D
1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ#ZLOO#SHUPLW#WKHVH#WZR#UHOD0
WLYHO\#VPDOO#FRXQWULHV#WR#HVFDSH#SHULRGLF/#GDPDJLQJ#DWWDFNV
RQ#WKHLU#FXUUHQFLHV#E\#LQWHUQDWLRQDO#VSHFXODWRUV1

4GVCKPKPI"UGKIPKQTCIG
7KH#SULQWLQJ#RI#QRWHV#DQG# WKH#PLQWLQJ#RI#FRLQV#JLYHV

ULVH#WR#ODUJH#SURILWV#IRU#DQ\#JRYHUQPHQW#VLQFH#WKH#FRVW#RI#SULQW0
LQJ#DQG#FRLQLQJ#LV#PXFK#VPDOOHU#WKDQ#WKH#YDOXH#RI#WKH#JRRGV
DQG#VHUYLFHV#WKDW#FDQ#EH#REWDLQHG#WKURXJK#WKH#XVH#RI#WKH#QRWHV
DQG#FRLQV1#,Q#&DQDGD#WKHVH#SURILWV/#NQRZQ#DV#VHLJQLRUDJH/#UH0
FHQWO\#KDYH#EHHQ#DERXW#&'1'5#ELOOLRQ#DQQXDOO\157#,Q#SUDFWLFH/
WKH#%DQN#RI#&DQDGD#XVHV#QHZO\#LVVXHG#FXUUHQF\#WR#EX\#ERQGV
LVVXHG#E\#WKH#*RYHUQPHQW#RI#&DQDGD>#WKHVH#ERQGV#\LHOG#LQWHU0
HVW#WKDW#LV#XVHG#WR#SD\#WKH#FRVW#RI#RSHUDWLQJ#WKH#%DQN#RI#&DQD0
GD158#7KH#UHPDLQLQJ#UHYHQXH#LV#SDLG#WR#WKH#5HFHLYHU#*HQHUDO1

8QGHU#P\#SURSRVHG#DJUHHPHQW#IRU#WKH#FUHDWLRQ#RI#D
1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ/#&DQDGD#ZLOO#UHWDLQ#WKH#FXU0
UHQW#OHYHO#RI#VHLJQLRUDJH1#&DQDGLDQ#LQVWLWXWLRQV#ZLOO#FRQWLQXH
WR#SURGXFH#WKH#QRWHV#DQG#FRLQV#DQG#WKH#%DQN#RI#&DQDGD#FDQ
FRQWLQXH#WR#SXW#WKHP#LQWR#FLUFXODWLRQ#WKURXJK#WKH#SXUFKDVH
RI#JRYHUQPHQW#ERQGV1#7KH#SURILWV#PD\#HYHQ#EH#ODUJHU#LI#VRPH
RI#WKH#WUDGLWLRQDO#RSHUDWLRQV#RI#WKH#%DQN#RI#&DQDGD#DUH#QR
ORQJHU#QHHGHG#DQG#RSHUDWLQJ#FRVWV#GHFOLQH#FRUUHVSRQGLQJO\1

7KH#PHULW#RI#WKH#SURSRVHG#PRQHWDU\#XQLRQ#LQ#WKLV#UH0
VSHFW#ZLOO#EH#GLVFXVVHG#IXUWKHU#LQ#D#VHFWLRQ#EHORZ#ZKHUH#,#DQ0
DO\]H#WKH#PHULW#RI#FXUUHQF\#ERDUGV#DQG#WKH#XVH#RI#$PHULFDQ
GROODUV/#ERWK#RI#ZKLFK#KDYH#EHHQ#VXJJHVWHG#DV#DOWHUQDWLYHV#WR
PRQHWDU\#XQLRQ1



6JG"%QUVU<".QUU"QH"'EQPQOKE."2QNKVKECN"
CPF"%WNVWTCN"5QXGTGKIPV[
0DQ\#SHRSOH#EHOLHYH#WKDW#&DQDGD#ZLOO#VDFULILFH#WRR#PXFK#RI
LWV#HFRQRPLF/#SROLWLFDO#DQG#FXOWXUDO#VRYHUHLJQW\#E\#MRLQLQJ#D
1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ1#/HW#XV#FRQVLGHU#WKH#PHULW
RI#WKHVH#FRQFHUQV1#

0CVKQPCN"GEQPQOKE"UQXGTGKIPV["

1DWLRQDO#HFRQRPLF#VRYHUHLJQW\#PHDQV#WKH#DELOLW\#WR#SXUVXH
PRQHWDU\/# ILVFDO/# H[FKDQJH0UDWH/# WUDGH/# WD[DWLRQ# DQG#PDQ\
RWKHU#HFRQRPLF#SROLFLHV#ZLWKRXW# UHVWUDLQW#E\# LQWHUQDWLRQDO
DJUHHPHQWV1#)RU#VRPH#&DQDGLDQV/#VXFK#HFRQRPLF#VRYHUHLJQ0
W\#LV#DQ#HQG#LQ#LWVHOI1#)RU#WKHP/#LW#UHSUHVHQWV#WKH#YHU\#HVVHQFH
RI#EHLQJ#DQ#LQGHSHQGHQW#QDWLRQ1#7KH#SROLWLFDO#OHIW#LQ#&DQDGD
FRQVLGHUV#´EHLQJ#GLIIHUHQW#IURP#WKH#$PHULFDQVµ#WKH#PRVW#LP0
SRUWDQW#SROLF\#DJHQGD1

,#UHVSHFW#WKRVH#ZKR#KROG#VXFK#YLHZV1#$V#DQ#HFRQRPLVW/
KRZHYHU/# ,# WKLQN# WKH# VRYHUHLJQW\# LV#QRW# LQILQLWHO\# YDOXDEOH1
7KH#PHULW#RI#JLYLQJ#XS#VRPH#DVSHFWV#RI#VRYHUHLJQW\#VKRXOG
EH#GHWHUPLQHG#E\#WKH#JDLQV#EURXJKW#E\#VXFK#D#VDFULILFH1#,W#LV
LPSRUWDQW#WR#QRWH#WKDW# LQ#SUDFWLFH#&DQDGD#KDV#JLYHQ#XS# LWV
HFRQRPLF#VRYHUHLJQW\#LQ#PDQ\#DUHDV/#WKH#PRVW#LPSRUWDQW#RI
ZKLFK# LQYROYH# WKH#:RUOG#7UDGH#2UJDQL]DWLRQ# +IRUPHUO\# WKH
*$77,/#WKH#1RUWK#$PHULFDQ#)UHH#7UDGH#$JUHHPHQW/#,QWHUQD0
WLRQDO#&RQYHQWLRQV#RQ#5HIXJHHV#DQG#WKH#XVH#RI#/DQGPLQHV/
WKH#,QWHUQDWLRQDO#0RQHWDU\#)XQG#DQG#WKH#:RUOG#%DQN1#$V#D
VLJQDWRU\# WR# WKHVH# LQWHUQDWLRQDO#DJUHHPHQWV#DQG#RUJDQL]D0
WLRQV#&DQDGD#FDQ#QR#ORQJHU#LPSRVH#WDULIIV#DQG#RWKHU#WUDGH#UH0
VWULFWLRQV# ZLWKRXW# VXIIHULQJ# VHULRXV# VDQFWLRQV1# &DQDGD# LV
FRPPLWWHG#WR#SURYLGLQJ#FDSLWDO#WR#WKH# ,QWHUQDWLRQDO#0RQH0
WDU\#)XQG#DQG#:RUOG#%DQN#ZLWKRXW#EHLQJ#DEOH#WR#GHFLGH#ZKDW
WKH#VSHFLILF#XVHV#DUH#WR#ZKLFK#WKLV#FDSLWDO#LV#SXW1#7KH#DFFHS0
WDQFH#RI#UHIXJHHV#DQG# WKH#XVH#RI# ODQGPLQHV#DUH#VXEMHFW# WR
FRQGLWLRQV#WKDW#UHVWUDLQ#&DQDGD·V#VRYHUHLJQW\1

:KLOH#VRPH#YRFDO#&DQDGLDQV#RSSRVH#DOO#RI#WKHVH#ORVVHV
RI# HFRQRPLF# DQG#SROLWLFDO# VRYHUHLJQW\/# WKH#GHFLVLRQ# WR#EH0
FRPH#VLJQDWRULHV#WR#WKHVH#WUHDWLHV#ZDV#PDGH#E\#GHPRFUDWL0
3

FDOO\#HOHFWHG# OHJLVODWXUHV# WKDW# UHSUHVHQW# DOO#&DQDGLDQV1#7KH
GHFLVLRQ#ZDV#UHDFKHG#DIWHU#FDUHIXO#DQDO\VLV#RI#WKH#HFRQRPLF
DQG#VRFLDO#EHQHILWV#LQ#UHODWLRQ#WR#WKH#FRVW#RI#UHGXFHG#HFRQRP0
LF#VRYHUHLJQW\159#,#EHOLHYH#WKDW#VXFK#D#FDOFXODWLRQ#QHHGV#DOVR
WR#EH#XQGHUWDNHQ#WR#DVVHVV#WKH#PHULW#RI#MRLQLQJ#D#1RUWK#$PHU0
LFDQ#0RQHWDU\#8QLRQ1

7KH#PRVW#LPSRUWDQW#SDUW#RI#WKLV#FDOFXODWLRQ#LQ#P\#YLHZ
LQYROYHV# DVVHVVLQJ# WKH# FRVW#RI# ORVLQJ# WKH# DELOLW\# WR#SXUVXH
PRQHWDU\/#ILVFDO/#DQG#H[FKDQJH0UDWH#SROLFLHV#WR#VHUYH#WKH#QD0
WLRQDO#LQWHUHVW1#,Q#WKHRU\/#VRYHUHLJQW\#LQ#WKHVH#SROLFLHV#LV#LP0
SRUWDQW# DQG# VKRXOG# LPSURYH# WKH# SHUIRUPDQFH# RI# WKH
&DQDGLDQ#HFRQRP\#IRU#WKH#EHQHILW#RI#DOO1#,Q#SUDFWLFH/#KRZHY0
HU/#LW#KDV#QRW#GRQH#VR#YHU\#ZHOO1

8QWLO# WKH# 4<:3V/# &DQDGD# DQG# RWKHU# FRXQWULHV# ZHUH
FRPPLWWHG#WR#IL[HG#H[FKDQJH#UDWHV#LQ#WKH#EHOLHI#WKDW#WKH#DF0
FRPSDQ\LQJ# ORVV# RI# VRYHUHLJQW\#ZDV#ZRUWK# WKH# LQFUHDVHG
SURVSHULW\# DQG# VWDELOLW\# WKH\# EURXJKW1#+RZHYHU/# HFRQRPLF
WKHRU\#DQG#WKH#DSSDUHQW#VXFFHVV#RI#SODQQHG#HFRQRPLHV#OLNH
WKH#6RYLHW#8QLRQ#FDXVHG#D#UH0H[DPLQDWLRQ#RI#WKLV#SRVLWLRQ1#,W
ZDV#ZLGHO\#EHOLHYHG#WKDW#HFRQRPLF#SURVSHULW\#DQG#VWDELOLW\
FRXOG#EH#UDLVHG#WKURXJK#D#VZLWFK#WR#IOH[LEOH#H[FKDQJH#UDWHV1

8QIRUWXQDWHO\/#DIWHU#WKH#DGRSWLRQ#RI#IOH[LEOH#H[FKDQJH
UDWHV#LQ#WKH#4<:3V#HFRQRPLF#SHUIRUPDQFH#GLG#QRW#LPSURYH1
,W# GHWHULRUDWHG1# &DQDGD·V# XQHPSOR\PHQW# URVH# ZLWK# HDFK
EXVLQHVV#F\FOH#DQG#QRZ#LV#GRXEOH#WKDW#RI#WKH#8QLWHG#6WDWHV1
7KH#H[FKDQJH0UDWH#KDV#ORVW#QHDUO\#RQH#WKLUG#RI#LWV#YDOXH#QRW
MXVW#DJDLQVW#WKH#86#GROODU#EXW#DOVR#DJDLQVW#(XURSHDQ#FXUUHQ0
FLHV1#(FRQRPLF#JURZWK#KDV#QRW#EHHQ#LPSUHVVLYH#DQG#GXULQJ
WKH# 4<<3V#KDV# ODJJHG# VHULRXVO\#EHKLQG# WKDW#RI# WKH#8QLWHG
6WDWHV1

,W#PDNHV#QR#VHQVH#WR#DWWULEXWH#WKH#SRRU#UHFRUG#RI#WKH
&DQDGLDQ#HFRQRP\#WR#WKH#H[LVWHQFH#RI#IOH[LEOH#UDWHV#DORQH/
WKRXJK#DV#,#DUJXH#DERYH/#WKH\#KDYH#FRQWULEXWHG#WR#D#ODFN#RI
ODERXU0PDUNHW#GLVFLSOLQH#DQG#LQWHUIHUHG#ZLWK#WKH#UDWLRQDO#DG0
MXVWPHQW#WR#D#PRUH#DSSURSULDWH#PL[#RI#LQGXVWULHV1#([FHVVLYH0
O\#JHQHURXV#XQHPSOR\PHQW#LQVXUDQFH#EHQHILWV/#KLJK#UDWHV#RI
WD[DWLRQ/#LQIODWLRQ/#SHUPDQHQW#VXEVLGLHV#WR#DLOLQJ#LQGXVWULHV
9



3: %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
DQG#UHJLRQV/#PLVSODFHG#DJULFXOWXUDO#SROLFLHV/#DQG#RWKHU#JRY0
HUQPHQW#PHDVXUHV# DUH# DOVR# WR#EODPH# IRU# WKH#SRRU#SHUIRU0
PDQFH# RI# WKH# &DQDGLDQ# HFRQRP\1# 7KH#PDLQ# SRLQW# LV# WKDW
IOH[LEOH#H[FKDQJH#UDWHV#DQG#QDWLRQDO#PRQHWDU\#VRYHUHLJQW\
KDYH#QRW#EHHQ#DEOH#WR#FRPSHQVDWH#IRU#WKH#SUREOHPV#FDXVHG
E\#WKHVH#SROLFLHV1#,Q#IDFW/#EHFDXVH#WKH\#PDVNHG#WKH#HIIHFWV#RI
VRPH#SUREOHPV/#WKH\#KDYH#FRQWULEXWHG#WR#WKHLU#VWUHQJWK#DQG
SHUVLVWHQFH1#)RU#WKLV#UHDVRQ/#,#EHOLHYH#WKDW#WKH#ORVV#RI#QDWLRQ0
DO#HFRQRPLF#VRYHUHLJQW\#RYHU#H[FKDQJH#UDWHV#DQG#PRQHWDU\
SROLF\#ZLOO#UDLVH#UDWKHU#WKDQ#ORZHU#WKH#ZHOO0EHLQJ#RI#&DQDGL0
DQV#LQ#WKH#IXWXUH1

&DQDGD·V#H[SHULHQFH#ZLWK# IOH[LEOH# H[FKDQJH# UDWHV# LV
QRW# VLQJXODU1# 6RPH# (XURSHDQ# FRXQWULHV/#PRVW# QRWDEO\# WKH
1HWKHUODQGV# DQG#$XVWULD/#H[SHULHQFHG#SRRU#HFRQRPLF#SHU0
IRUPDQFH#IRU#PDQ\#\HDUV#XQWLO#LQ#WKH#4<;3V#WKH\#OLQNHG#WKHLU
H[FKDQJH#UDWHV#WR#WKRVH#RI#*HUPDQ\1#,Q#WKH#SURFHVV/#WKH\#ORVW
WKHLU#HFRQRPLF#VRYHUHLJQW\#DQG#KDG#WR#DFFHSW# WKH# LQWHUHVW
DQG#H[FKDQJH#UDWH#SROLFLHV#RI#*HUPDQ\1#,Q#DOO#EXW#QDPH#WKH\
KDG#IRUPHG#D#FXUUHQF\#XQLRQ1#7KH#HFRQRPLF#SHUIRUPDQFH#RI
ERWK#WKH#1HWKHUODQGV#DQG#$XVWULD#LPSURYHG#DV#D#UHVXOW#DQG
WKH\#REYLRXVO\#IRXQG#WKHVH#EHQHILWV#JUHDWHU#WKDQ#WKH#FRVW#RI
KDYLQJ#ORVW#VRYHUHLJQW\#LQ#PRQHWDU\#SROLF\#IRUPDWLRQ1

7KHUH# DUH# VRPH# KLJKO\# UHVSHFWHG# HFRQRPLVWV# ZKR
FRQWLQXH#WR#EHOLHYH#WKDW#HFRQRPLF#VRYHUHLJQW\#EULQJV#ODUJH
EHQHILWV15:#7KHVH#HFRQRPLVWV#WHQG#WR#EH#´.H\QHVLDQVµ#LQ#WKH
VHQVH# WKDW# WKH\# KDYH# JUHDW# FRQILGHQFH# LQ# WKH# DELOLW\# RI
PRQHWDU\#DQG# ILVFDO#SROLF\# WR#´ILQH0WXQHµ#HFRQRPLHV1#6XFK
ILQH0WXQLQJ# LQYROYHV#FKDQJHV# LQ#SROLFLHV# WR#FRXQWHU#F\FOLFDO
HFRQRPLF# GHYHORSPHQWV³ERRPV# DQG# UHFHVVLRQV³DQG# WR
UHVWULFW# IOXFWXDWLRQV# LQ# JURZWK# DQG# XQHPSOR\PHQW1# 7KHVH
HFRQRPLVWV# WHQG# WR#EH#(XUR0SHVVLPLVWV1#7KH\# IRUHVHH# WKDW
WKH#ORVV#RI#HFRQRPLF#VRYHUHLJQW\#ZLOO#OHDG#WR#JUHDW#VXIIHULQJ
LQ#VRPH#PHPEHU#FRXQWULHV#LQ#WKH#(XURSHDQ#8QLRQ/#ZKLFK#LQ
WXUQ#ZLOO#FUHDWH#FLYLO#XQUHVW#DQG#SRVVLEO\#HYHQ#FLYLO#ZDU1

+RZHYHU/#WKHUH#DUH#DOVR#(XUR0RSWLPLVWV1#7KH\#WHQG#WR
GLVWUXVW#WKH#DELOLW\#RI#JRYHUQPHQWV#WR#ILQH0WXQH#WKH#HFRQRP\1
2IWHQ#FDOOHG#´PRQHWDULVWVµ#IRU#WKH#ODFN#RI#D#EHWWHU#WHUP/#WKH\
EHOLHYH#WKDW#HFRQRPLF#ZHOO0EHLQJ#LV#EHVW#VHFXUHG#E\#JRYHUQ0
PHQWV# WKDW# SURYLGH# D# VWDEOH#PRQHWDU\# DQG# ILVFDO# HQYLURQ0
PHQW1# 7KH\# FRQVLGHU# WKH# HFRQRPLF# LQVWDELOLWLHV/# VORZ
JURZWK/# DQG#KLJK#XQHPSOR\PHQW# VLQFH# WKH# 4<:3V# WR#KDYH
EHHQ#WKH#FRQVHTXHQFH#RI#DWWHPSWV#WR#ILQH0WXQH#WKH#HFRQR0
PLHV#WKURXJK#WKH#YLJRURXV#XVH#RI#PRQHWDU\#DQG#ILVFDO#SROL0
FLHV1#,#DP#RQH#RI#WKHVH#PRQHWDULVWV#DQG#(XUR0RSWLPLVWV#DQG
P\#SURSRVDO#IRU#WKH#HVWDEOLVKPHQW#RI#D#1RUWK#$PHULFDQ#0RQ0
HWDU\#8QLRQ#LV#URRWHG#LQ#WKHVH#LGHDV#H[DFWO\#EHFDXVH#LW#EULQJV
LQVWLWXWLRQDO#VDIHJXDUGV#DJDLQVW#ILQH0WXQLQJ1

%DUU\#(LFKHQJUHHQ#DVVHVVHG# WKH# OLNHO\#FRQVHTXHQFHV
RI# WKH# (XURSHDQ#0RQHWDU\# 8QLRQ# XVLQJ# DQ# HPSLULFDO# DS0
SURDFK1#,Q#RQH#RI#KLV#SDSHUV#+4<<5,/#KH#FRPSDUHG#WKH#KLVWRULF
H[SHULHQFHV#RI#$PHULFDQ#VWDWHV#DQG#PHPEHUV#RI#WKH#(XURSH0
DQ#0RQHWDU\#8QLRQ#LQ#GHDOLQJ#ZLWK#HFRQRPLF#VKRFNV15;#+H
FRQFOXGHG# WKDW# $PHULFDQ# VWDWHV# KLW# E\# DGYHUVH# HFRQRPLF
VKRFNV# GLG# QRW# QHHG# VRYHUHLJQW\# RYHU# PRQHWDU\# DQG
H[FKDQJH0UDWH# SROLFLHV# VLQFH# XQHPSOR\PHQW# ZDV# UHDGLO\
UHOLHYHG# WKURXJK#HPLJUDWLRQ#DQG# ODUJH#DXWRPDWLF# WUDQVIHUV
IURP#WKH#FHQWUDO#JRYHUQPHQW1#6LQFH#PLJUDWLRQ#RSSRUWXQLWLHV
DUH#PXFK#PRUH# OLPLWHG# LQ#(XURSH#DQG#FHQWUDO#JRYHUQPHQW
WUDQVIHUV#DUH#YHU\#VPDOO/#(XURSHDQ#FRXQWULHV#QHHG#PRQHWDU\
DQG# H[FKDQJH0UDWH# VRYHUHLJQW\# WR# GHDO# ZLWK# DGYHUVH
HFRQRPLF#VKRFNV1#(LFKHQJUHHQ·V#ILQGLQJV#DUH#ZLGHO\#XVHG#WR
VXSSRUW#WKH#YLHZV#RI#(XUR0SHVVLPLVWV1#

7KH#SUREOHP#ZLWK#(LFKHQJUHHQ·V#UHVXOWV# LV# WKDW# WKH\
DUH#EDVHG#RQ#KLVWRULF#H[SHULHQFH#DQG#QHJOHFW#WKH#IDFW#WKDW#D
QXPEHU# RI# LPSRUWDQW# LQVWLWXWLRQV#GHWHUPLQLQJ# D# FRXQWU\·V
DELOLW\#WR#GHDO#ZLWK#VKRFNV#DUH#WKHPVHOYHV#VKDSHG#E\#WKH#H[0
FKDQJH0UDWH# V\VWHP# LQ# SODFH1# +7KLV# SRLQW# KDV# EHHQ#PDGH
IRUFHIXOO\#E\#)UDQNHO#DQG#5RVH# 4<<:1,#)RU#H[DPSOH/#XQLRQV
WHQG#WR#EH#VWURQJHU#XQGHU#D#IOH[LEOH#WKDQ#XQGHU#D#IL[HG0UDWH
V\VWHP# IRU# UHDVRQV#RXWOLQHG#DERYH1#$V#D# UHVXOW/#ZDJHV#DUH
PRUH#ULJLG#DQG#ODERXU#PDUNHWV#DUH#OHVV#DEOH#WR#GHDO#ZLWK#H[0
RJHQRXV#VKRFNV1#$V#DQRWKHU#H[DPSOH/#FRQVLGHU#WKDW#SULYDWH
LQWHUQDWLRQDO#FDSLWDO#IORZV#DUH#WKH#IUHH#PDUNHW#HTXLYDOHQW#RI
WUDQVIHUV# IURP# WKH#FHQWUDO#JRYHUQPHQW1#%RWK#VRXUFHV#RI# IL0
QDQFHV#FDQ#EH#XVHG#WR#GHDO#ZLWK#WKH#DGYHUVH#FRQVHTXHQFHV
RI# VKRFNV1# ,Q# D#PRQHWDU\# XQLRQ/# LQGLYLGXDO# FRXQWULHV#ZLOO
KDYH#DFFHVV#WR#IRUHLJQ#FDSLWDO#DW#PXFK# ORZHU# LQWHUHVW#UDWHV
DQG#LQ#ODUJHU#TXDQWLWLHV#WKDQ#WKH\#GR#ZKHQ#WKH\#KDYH#IOH[LEOH
H[FKDQJH#UDWHV1#,Q#P\#YLHZ/#WKHUHIRUH/#(LFKHQJUHHQ·V#UHVXOWV
GR#QRW#OHQG#VWURQJ#VXSSRUW#WR#(XUR0SHVVLPLVWV1

0RVW#RI# WKH# HFRQRPLFV# OLWHUDWXUH#RQ# WKH# VXEMHFW#RI
DV\PPHWULF#VKRFNV#DQG#WKH#QHHG#IRU#IOH[LEOH#H[FKDQJH#UDWHV
WR#GHDO#ZLWK# WKHLU# HIIHFW#RQ#XQHPSOR\PHQW# LV# WKHRUHWLFDO/
ZLWK#FDVXDO# UHIHUHQFHV# WR# WKH#RLO0SULFH#VKRFN#RI# WKH# 4<:3V
DQG#WKH#ORZHULQJ#RI#GHIHQFH#VSHQGLQJ#LQ#WKH#4<<3V1#+RZHY0
HU/#%HONH#DQG#*URV#GLG#VRPH#HPSLULFDO#ZRUN#DLPHG#GLUHFWO\#DW
PHDVXULQJ# WKH#HIIHFW1#7KH\# VWDWH=# ´:H# VKRZ# WKDW# WKH#GDWD
IURP#WKH#SDVW#63#\HDUV#LQ#(XURSH#GRHV#QRW#VKRZ#DQ\#VWURQJ
OLQN#EHWZHHQ#H[WHUQDO#VKRFNV#DQG#XQHPSOR\PHQW1#+HQFH#ZH
ZRXOG#DUJXH#WKDW#(08#LV#XQOLNHO\#WR#OHDG#WR#WKH#VHULRXV#DGGL0
WLRQDO#XQHPSOR\PHQW#SUREOHPV# WKDW#KDYH#RIWHQ#EHHQ#SUH0
GLFWHGµ# +LWDOLFV# LQ# RULJLQDO># 4<<<=# 6;,1# 7KH\# IRXQG# WKDW
FKDQJHV# LQ# WKH# H[FKDQJH# UDWH#GLG#QRW# DOOHYLDWH#XQHPSOR\0
PHQW1# 7KH# KLJKHVW# FRUUHODWLRQ# RI# XQHPSOR\PHQW# LV# ZLWK
FKDQJHV#LQ#GRPHVWLF#LQYHVWPHQW/#WKH#FODVVLFDO#FDXVH#RI#EXVL0
QHVV#F\FOHV1

7KHUH#LV#DQRWKHU#UHDVRQ#WR#EH#VFHSWLFDO#DERXW#WKH#DELO0
LW\#RI#IOH[LEOH#H[FKDQJH#UDWHV#WR#FXVKLRQ#WKH#HIIHFWV#RI#ORZHU



6JG (TCUGT +PUVKVWVG 6JG"%CUG"HQT"VJG"#OGTQ 3;
FRPPRGLW\#SULFHV#RQ#XQHPSOR\PHQW1#7KLV# UHDVRQ# LQYROYHV
FKDQJHV#LQ#EHKDYLRXU#LQGXFHG#E\#WKH#H[LVWHQFH#RI#WKH#LQVXU0
DQFH# DJDLQVW# ORZ# SULFHV# LQKHUHQW# LQ# WKH# IOH[LEOH# H[FKDQJH
UDWHV1#,W#LV#ZHOO#NQRZQ#WKDW#VXFK#FKDQJHV#LQ#EHKDYLRXU#+FDOOHG
PRUDO#KD]DUG#LQ#WKH#HFRQRPLFV#OLWHUDWXUH,#FDXVH#DQ#LQFUHDVH
LQ#WKH#LQFLGHQFH#RI#WKH#LQVXUHG#ULVN1#)RU#H[DPSOH/#KRXVHV#LQ0
VXUHG# DJDLQVW# EXUJODU\# DUH# EURNHQ# LQWR# PRUH# RIWHQ# WKDQ
WKRVH#WKDW#DUH#QRW1#5HVWDXUDQWV#ZLWK#ILUH#LQVXUDQFH#EXUQ#PRUH
RIWHQ#WKDQ#WKRVH#ZLWKRXW1#:RUNHUV#ZLWK#XQHPSOR\PHQW#LQ0
VXUDQFH#KDYH#PRUH#IUHTXHQW#DQG#ORQJHU#VSHOOV#RI#XQHPSOR\0
PHQW#WKDQ#WKRVH#ZLWKRXW#LQVXUDQFH1#+)RU#DQ#HDUO\#DQDO\VLV#RI
WKHVH#LGHDV/#VHH#*UXEHO#DQG#:DONHU#4<:;,1

8QGHU#D#IL[HG#H[FKDQJH0UDWH#UHJLPH/#ILUPV#DQG#ZRUN0
HUV# LQ#FRPPRGLW\0SURGXFLQJ# LQGXVWULHV#NQRZ# WKDW#SHULRGL0
FDOO\#WKH\#IDFH#ORZHU#ZRUOG#SULFHV1#)LUPV#SUHSDUH#IRU#WKHP#E\
SXWWLQJ#DZD\#HDUQLQJV#GXULQJ#JRRG#WLPHV#DQG#EXLOG#LQYHQWR0
ULHV# GXULQJ# WKH# VOXPS/# ILQDQFHG# ZLWK# VXFK# UHVHUYHV# DQG
VWDQG0E\#FUHGLWV#IURP#EDQNV1#%\#HYHQLQJ#RXW#SURGXFWLRQ#RYHU
WKH#F\FOH#RI# ORZ#DQG#KLJK#GHPDQG/# WKH\#FDQ#NHHS#ZRUNHUV
HPSOR\HG#DQG#UHGXFH#WKH#ULVN#WKDW#WKH\#ILQG#MREV#LQ#RWKHU#LQ0
GXVWULHV#DQG#ORFDWLRQV1#:RUNHUV#ZKR#NQRZ#WKDW#VOXPSV#RFFXU
DQG#WKDW#H[FKDQJH0UDWH#GHSUHFLDWLRQ#LV#QRW#DYDLODEOH#WR#FXVK0
LRQ#WKH#HIIHFWV#ZLOO#UHVWUDLQ#ZDJH#GHPDQGV#GXULQJ#ERRPV#VR
WKDW#WKHLU#HPSOR\HU#FDQ#NHHS#WKHP#RQ#GXULQJ#VOXPSV1

,W#LV#SRVVLEOH#WKDW/#EHFDXVH#RI#PRUDO#KD]DUG/#WKH#FXVK0
LRQLQJ#HIIHFW#RI#H[FKDQJH#UDWHV#GXULQJ#ORZ#GHPDQG#IRU#QDWX0
UDO#UHVRXUFHV#KDV#EHHQ#VWURQJ#HQRXJK#WR#ZLSH#RXW#PXFK#RI
WKH# EHQHILFLDO# HIIHFW# RI# WKH# H[FKDQJH0UDWH# GHSUHFLDWLRQ/
WKRXJK#,#NQRZ#RI#QR#UHVHDUFK#WKDW#KDV#DWWHPSWHG#WR#TXDQWLI\
WKLV#HIIHFW1

,Q#WKLV#FRQWH[W/# ,#ZDQW#WR#GLVFXVV#DQRWKHU# LPSRUWDQW
UDWLRQDOH#IRU#P\#SURSRVDO1#,W#LV#ZHOO#NQRZQ#WKDW#WKH#&DQDGLDQ
&KDUWHU#RI#5LJKWV#DQG#)UHHGRPV#ZDV#GHHPHG#QHFHVVDU\# WR
SURWHFW#&DQDGLDQV# IURP# WKH#VRYHUHLJQ#ZLOO#RI#SDUOLDPHQW# LI
DQG#ZKHQ#LW#UHVXOWV#LQ#WKH#SDVVDJH#RI#OHJLVODWLRQ#WKDW#LQWHU0
IHUHV#ZLWK#EDVLF#KXPDQ#ULJKWV1#7KH#8QLWHG#6WDWHV#KDV#D#VLPL0
ODU# SURWHFWLRQ# RI# KXPDQ# ULJKWV# WKURXJK# FRQVWLWXWLRQDO
FODXVHV#FRQFHUQLQJ#WKH#IUHHGRP#RI#VSHHFK/#WKH#ULJKW#WR#KDEH0
DV#FRUSXV/#DQG#WKH#ULJKW#WR#EHDU#DUPV1

8QIRUWXQDWHO\/#QHLWKHU#FRXQWU\#KDV#D#&KDUWHU#RI#(FR0
QRPLF#5LJKWV# DQG# )UHHGRPV1# ,Q#P\# YLHZ/# WKLV# LV# D# VHULRXV
RPLVVLRQ#VLQFH#WKH#HFRQRPLF#LQWHUHVWV#RI#LQGLYLGXDOV#DQG#RI
IXWXUH#JHQHUDWLRQV/#LQ#SDUWLFXODU/#QHHG#SURWHFWLRQ#IURP#VLP0
SOH#SDUOLDPHQWDU\#PDMRULWLHV1#,I#VXFK#D#FKDUWHU#KDG#H[LVWHG/
WKH# LQIODWLRQ#RI#WKH#4<:3V#DQG# WKH# LUUHVSRQVLEOH#GHILFLWV#RI
WKH#4<;3V#ZRXOG#KDYH#EHHQ#SUHYHQWHG1#7D[#VWUXFWXUHV#WKDW
KDYH#VHULRXVO\#GDPDJHG#LQFHQWLYHV#WR#ZRUN#DQG#LQYHVWPHQW
ZRXOG#SUREDEO\#KDYH#EHHQ#SUHYHQWHG1#(FRQRPLF#SURVSHULW\
ZRXOG#KDYH#EHHQ#KLJKHU#DQG#XQHPSOR\PHQW#ORZHU15<
0HPEHUVKLS#LQ#LQWHUQDWLRQDO#RUJDQL]DWLRQV#DQG#WUHDWLHV
DUH#LPSHUIHFW#VXEVWLWXWHV#IRU#FKDUWHUV#DQG#OHJLVODWLRQ#SURWHFW0
LQJ#HFRQRPLF#ULJKWV#DQG#IUHHGRPV1#+RZHYHU/#SUHVHQWO\/#WKH\
DUH#WKH#RQO\#SROLWLFDOO\#IHDVLEOH#PHDVXUHV1#)RU#WKHVH#UHDVRQV/#,
ZHOFRPH#WKH#SURSRVHG#1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ1

%WNVWTCN"UQXGTGKIPV["CPF"
RQNKVKECN"KPFGRGPFGPEG

0DQ\# &DQDGLDQV#ZLOO# RSSRVH# D#1RUWK# $PHULFDQ#0RQHWDU\
8QLRQ#RQ#WKH#JURXQGV#WKDW#LW#ZLOO#LQWHUIHUH#ZLWK#QDWLRQDO#FXO0
WXUDO#VRYHUHLJQW\#DQG# WKDW# LW#UHSUHVHQWV#D# IXUWKHU#VWHS# LQ#D
SURFHVV#WKDW#ZLOO#XOWLPDWHO\#OHDG#WR#WKH#SROLWLFDO#DEVRUSWLRQ
RI#&DQDGD#E\#WKH#8QLWHG#6WDWHV1#7KH\#ZLOO#XVH#WKH#VDPH#DUJX0
PHQWV#WKDW#WKH\#DGYDQFHG#LQ#WKH#GHEDWH#RYHU#WKH#)UHH#7UDGH
$JUHHPHQW#DQG#WKH#1RUWK#$PHULFDQ#)UHH#7UDGH#$JUHHPHQW1
7KH\#ZLOO#SUHGLFW#WKH#ORVV#RI#&DQDGD·V#IUHHGRP#WR#KDYH#DQ#LQ0
GHSHQGHQW# IRUHLJQ#SROLF\#DQG#D#EURDGHU#DQG#GHHSHU#VRFLDO
VHFXULW\#QHW#WKDQ#WKH#8QLWHG#6WDWHV1

7KHVH#FRQFHUQV#RI#WKH#&DQDGLDQ#QDWLRQDOLVWV#DUH#ZHOO
NQRZQ/#GR#QRW#KDYH#WR#EH#HODERUDWHG#KHUH#DQG#ZHUH#GHDOW
ZLWK#GXULQJ#WKH#GHEDWH#RYHU#WKH#WZR#IUHH#WUDGH#DJUHHPHQWV1
6XIILFH# LW# WR#QRWH# WKDW#QRQH#RI# WKH# UHVWUDLQWV#RQ#&DQDGLDQ
VRYHUHLJQW\#SUHGLFWHG#E\#QDWLRQDOLVWV#KDYH#GHYHORSHG#VLQFH
WKH#IUHH#WUDGH#DJUHHPHQWV#ZHUH#DGRSWHG1#+)RU#DQ#RYHUYLHZ#RI
WKH#SUHGLFWLRQV#PDGH#E\#QDWLRQDOLVWV#DQG#D#VWXG\#RI#WKH#DFWX0
DO#UHVXOWV/#VHH#/DZ#DQG#0LKODU#4<<;1,

6LQFH#WKH#DGRSWLRQ#RI#1$)7$/#&DQDGD·V#IRUHLJQ#SROLF\
XQGHU#IUHH#WUDGH#KDV#EHHQ#DV#LQGHSHQGHQW#DV#HYHU1#/OR\G#$[0
ZRUWK\/#WKH#0LQLVWHU#RI#)RUHLJQ#$IIDLUV/#KDG#KLV#0RRVHKHDG
EHHU#DQG#&XEDQ#FLJDU#GXULQJ#D#FKDW#ZLWK#)LGHO#&DVWUR#LQ#&XED/
LQ#VSLWH#RI#VWURQJ#RSSRVLWLRQ#IURP#WKH#$PHULFDQ#JRYHUQPHQW1
3ULPH#0LQLVWHU#&KUHWLHQ#DGYRFDWHG#D#UHYLVLRQ#RI#1$72·V#QX0
FOHDU#SROLFLHV#ZLWKRXW#UHJDUG#IRU#WKH#$PHULFDQ#JRYHUQPHQW·V
YLHZV#RQ#WKH#VXEMHFW1#6KHLOD#&RSSV/#WKH#0LQLVWHU#IRU#&XOWXUDO
$IIDLUV/#FRQWLQXHG#WR#DGYDQFH#SROLFLHV#LQ#VXSSRUW#RI#&DQDGLDQ
FXOWXUDO#LQGXVWULHV1#&DQDGD·V#0HGLFDUH#V\VWHP#KDV#QRW#EHHQ
KLMDFNHG#E\#$PHULFDQ#EXVLQHVV#DQG#LV#LQ#DV#PXFK#WURXEOH#DV#LW
ZDV#EHIRUH# IUHH# WUDGH1#&DQDGLDQ#SURYLQFHV#SURKLELW# WKH#H[0
SRUW#RI#ERWWOHG#ZDWHU1#6XSSO\#PDQDJHPHQW#IRU#WKH#GDLU\#DQG
RWKHU#DJULFXOWXUDO# LQGXVWULHV# FRQWLQXHV# WR# WKULYH#DQG#PDNH
VRPH#IDUPHUV#LQWR#PLOOLRQDLUHV1

7KH#EDVLF# IDFW# LV#WKDW#WKH# LQWURGXFWLRQ#RI# WKH#DPHUR
GRHV#QRWKLQJ#WR#WKH#H[LVWLQJ#QDWLRQDO#ERUGHU#DQG#WKH#DELOLW\
RI#&DQDGLDQ#JRYHUQPHQWV#WR#SXUVXH#SROLFLHV#WKDW#JHW#WKHP
UH0HOHFWHG1#1DWLRQDOLVWV#GR#QRW#KDYH#D#JRRG#FDVH#WR#RSSRVH
WKH#DPHUR#H[FHSW#RQ#WKH#JURXQGV#WKDW#LW#UHVXOWV#LQ#WKH#ORVV#RI



42 %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
QDWLRQDO#PRQHWDU\#DQG#ILVFDO#VRYHUHLJQW\1#%XW/#DV#WKH#SUHFHG0
LQJ#DQDO\VLV#VKRZV/#WKLV#ORVV#LV#LQFXUUHG#LQ#WKH#H[SHFWDWLRQ#RI
ODUJH#HFRQRPLF#JDLQV1

$ERYH#,#QRWHG#WKDW#LQFUHDVHG#ERUGHU#VKRSSLQJ#LQ#WKH
ZDNH#RI#D#FRPPRQ#FXUUHQF\#ZLOO#FUHDWH#D#GLOHPPD#IRU#&DQD0
GLDQ#SROLWLFLDQV1#7KH\#ZLOO#KDYH#WR#FROOHFW#H[FLVH#WD[HV#DW#WKH
ERUGHU#RU#ORZHU#WD[#UDWHV1#,I#WKH#SROLWLFLDQV#DUH#FRQYLQFHG#WKDW
WKH#H[FLVH# WD[HV#FUHDWH#D#EHWWHU#VRFLHW\#E\#UHGXFLQJ#´VLQV/µ
IRVWHULQJ#DJULFXOWXUH/#DQG#UDLVLQJ#UHYHQXHV#IRU#JRRG#VSHQGLQJ
FDXVHV/#WKH\#FDQ#PDLQWDLQ#WKHLU#SURJUDPV1#7KH#H[WUD#PRQH\
DQG# SROLWLFDO# FRVWV# RI# LQFUHDVHG# WD[# FROOHFWLRQ# VKRXOG# EH
ZRUWK#WKH#DFKLHYHPHQW#RI#WKHVH#ZRUWK\#JRDOV1#3URWHVWV#RYHU
FRVWV#DQG#ERUGHU#GHOD\V#ZRXOG#KHOS#SROLWLFLDQV#ZLWK#WKH#DV0
VHVVPHQW#RI#WKH#SRSXODULW\#RI#WKHLU#PHDVXUHV1#,Q#P\#YLHZ/#WKH
LQFUHDVHG#WUDQVSDUHQF\#RI#SROLFLHV#LPSOLHG#E\#VXFK#SURWHVWV#LV
KLJKO\#GHVLUDEOH#DQG#SURPLVHV#WR#PDNH#HFRQRPLF#DQG#VRFLDO
SROLFLHV#FRQIRUP#EHWWHU#WR#SXEOLF#SUHIHUHQFHV1#

)LQDOO\/#VRPH#SHRSOH#EHOLHYH#WKDW#V\PEROV#RI#QDWLRQDO0
LVP#DUH#LPSRUWDQW#IRU#KXPDQ#ZHOO0EHLQJ#VLQFH#WKH\#VDWLVI\#WKH
QHHG#IRU#DIILQLW\#WR#ODUJHU#KXPDQ#JURXSLQJV#DQG#QDWLRQDO#LGHQ0
WLWLHV1#7KH#IODJ/#WKH#5R\DO#&DQDGLDQ#0RXQWHG#3ROLFH/#JHRJUDSK0
LF#ODQGPDUNV#OLNH#/DNH#/RXLVH#DQG#1LDJDUD#)DOOV/#WKH#GHVLJQ#RI
SDVVSRUWV/#DQG#WKH#DUFKLWHFWXUH#RI#WKH#+RXVHV#RI#3DUOLDPHQW
DUH#VXFK#V\PEROV1#&DQDGD·V#KLVWRU\/#WKH#VHWWOLQJ#RI#D#ZLOG#FRQ0
WLQHQW/#WKH#KHURLFV#RI#KHU#DUPLHV/#PXOWLFXOWXUDOLVP/#DQG#JHQHU0
RXV#VRFLDO#VHFXULW\#QHWV#DUH#LQWDQJLEOH#EXW#QR#OHVV#LPSRUWDQW
V\PEROV#RI#D#QDWLRQDO#LGHQWLW\1#5DQNHG#KLJK#RQ#WKH#OLVW#RI#VXFK
V\PEROV#LV#WKH#FXUUHQF\#EHDULQJ#LPDJHV#RI#WKH#4XHHQ/#LPSRU0
WDQW#&DQDGLDQV/#DQG#RXWVWDQGLQJ#JHRJUDSKLF#VLWHV1

1DWLRQDOLVWV#ZLOO#GHSORUH#WKH#ORVV#RI#&DQDGD·V#QDWLRQDO
FXUUHQF\#DV#D#PDMRU#GLVDVWHU#DQG#ZLOO#RSSRVH#PRQHWDU\#XQLRQ
RQ#WKHVH#JURXQGV1#,#DJUHH#ZLWK#WKH#SURSRVLWLRQ#WKDW#V\PEROV
DUH#DQ#LPSRUWDQW#SDUW#RI#D#FRXQWU\·V#QDWLRQDO#LGHQWLW\/#ZKLFK
LV#LPSRUWDQW#WR#PDQ\#SHRSOH#DQG#FDQ#SURYLGH#VRFLDO#FRKHVLRQ
DQG#SHDFH1#7KHUHIRUH/#WR#PLQLPL]H#WKH#ORVV#RI#QDWLRQDO#V\P0
EROV#EURXJKW#RQ#E\#D#FRPPRQ#FXUUHQF\/#P\#SURSRVDO#HQYLV0
DJHV# WKH# GHVLJQ# RI#1RUWK# $PHULFDQ# QRWHV# DQG# FRLQV#ZLWK
QDWLRQDO#V\PEROV#RQ#RQH#VLGH#DQG#DEVWUDFW#V\PEROV#RQ#WKH
RWKHU1#7KLV#VROXWLRQ#PD\#QRW#VDWLVI\#WKH#PRVW#DUGHQW#QDWLRQ0
DOLVWV#EXW#,#DP#KRSHIXO#WKDW#WKHLU#RSLQLRQV#ZLOO#QRW#FDUU\#WKH
GD\#DQG#WKDW#RWKHUV#ZLOO#UHPHPEHU#WKDW#WKH#FXUUHQF\#LV#RQO\
RQH#RI#D#ORQJ#OLVW#RI#QDWLRQDOLVW#V\PEROV#LPSRUWDQW#WR#WKH#&D0
QDGLDQ#LGHQWLW\1#7KH#&DQDGLDQ#LGHQWLW\#VKRXOG#EH#VWURQJ#DQG
YLEUDQW#HQRXJK#WR#VXUYLYH#WKH#UHGXFHG#VWUHQJWK#RI#WKH#FXU0
UHQF\#DV#D#QDWLRQDOLVW#V\PERO1

,#DP#QRW#RSWLPLVWLF# WKDW# WKH#SUHFHGLQJ#DQDO\VLV#DQG
KLVWRULF#HYLGHQFH#ZLOO#GDPSHQ#WKH#DWWDFN#E\#QDWLRQDOLVWV#RQ
WKH#SURSRVHG#1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ1# ,#FDQ#RQO\
KRSH#WKDW#WKHVH#DWWDFNV#ZLOO#QRW#LQWHUIHUH#ZLWK#D#UDWLRQDO#GLV0
FXVVLRQ#RI#WKH#SURSRVDO#WKDW/#,#DP#FRQYLQFHG/#ZLOO#OHDG#WR#WKH
FUHDWLRQ#RI#D#FRPPRQ#FXUUHQF\#IRU#1RUWK#$PHULFD#EHFDXVH
EHQHILWV#E\#IDU#RXWZHLJK#WKH#FRVWV1



9JCV"+U"KP"+V"HQT"VJG"#OGTKECPU!
7KH#8QLWHG#6WDWHV#LV#WKH#ZRUOG·V#ODUJHVW#DQG#PRVW#SURVSHURXV
HFRQRP\1#$PHULFDQV#DUH#SURXG#RI# WKHVH#DFKLHYHPHQWV#DQG
WKH#86#GROODU#LV#DQ#LPSRUWDQW#SROLWLFDO#DQG#QDWLRQDOLVWLF#V\P0
ERO1#:K\#ZRXOG#$PHULFDQV#HYHU#ZDQW#WR#MRLQ#D#1RUWK#$PHUL0
FDQ#0RQHWDU\#8QLRQ/#ORVH#WKH#XQLTXHQHVV#RI#WKHLU#FXUUHQF\/
DQG#JLYH#IRUHLJQHUV#D#VHDW#RQ#WKH#)HGHUDO#5HVHUYH#ZKHUH#WKH\
ZRXOG# EH# DEOH# WR# LQIOXHQFH#PRQHWDU\# SROLF\"#:K\#ZRXOG
WKH\#ZDQW#WR#VLJQ#DQ#DJUHHPHQW#WKDW#OLPLWV#WKHLU#DELOLW\#WR#LQ0
FXU#JRYHUQPHQW#GHILFLWV#VLQFH#QR#VXFK#SROLF\#KDV#EHHQ#HQDFW0
HG#GRPHVWLFDOO\"#:KDW#LQWHUHVW#JURXSV#LQ#WKH#8QLWHG#6WDWHV
ZRXOG#VXSSRUW#VXFK#D#SROLF\#LQLWLDWLYH163

,W#LV#WHPSWLQJ#WR#VXJJHVW#IRU#WKH#UHDVRQV#LQKHUHQW#LQ
WKH#SUHFHGLQJ#TXHVWLRQV#WKDW#WKH#JRYHUQPHQW#RI#WKH#8QLWHG
6WDWHV#ZLOO#QHYHU#DJUHH#WR#WKH#FUHDWLRQ#RI#D#1RUWK#$PHULFDQ
0RQHWDU\#8QLRQ1#+RZHYHU/#,#DP#PRUH#RSWLPLVWLF#IRU#D#QXP0
EHU#RI#UHDVRQV1

*KUVQT["QH"KPVGTPCVKQPCN"CITGGOGPVU"
CPF"VJG"#OGTKECP"PCVKQPCN"KPVGTGUV

)LUVW/#LI#DQ\RQH#KDG#DVNHG#DQDORJRXV#TXHVWLRQV#93#\HDUV#DJR
DERXW#WKH#SURVSHFW#RI#WKH#8QLWHG#6WDWHV#EHFRPLQJ#D#PHPEHU
RI# WKH# :RUOG# 7UDGH# 2UJDQL]DWLRQ# +IRUPHUO\# WKH# *HQHUDO
$JUHHPHQW#RQ#7DULIV#DQG#7UDGH,/#WKH#,QWHUQDWLRQDO#0RQHWDU\
)XQG/#WKH#:RUOG#%DQN#DQG/#PRUH#UHFHQWO\/#WKH#1RUWK#$PHUL0
FDQ# )UHH# 7UDGH# $JUHHPHQW/#PRVW# SHRSOH# ZRXOG# KDYH# DQ0
VZHUHG#PXFK#DV#WKH\#QRZ#GR#ZKHQ# LW# LV#D#TXHVWLRQ#RI#WKH
SURSRVHG#DJUHHPHQW#RQ#D#1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ1#

<HW/#WKH#8QLWHG#6WDWHV#GLG#EHFRPH#D#PHPEHU#RI#DOO#RI
WKHVH#RUJDQL]DWLRQV#DQG#GLG#VXUUHQGHU#D#VLJQLILFDQW#GHJUHH#RI
QDWLRQDO#VRYHUHLJQW\1#7KHUH#DUH#HVFDSH#FODXVHV#LQ#DOO#RI#WKHVH
WUHDWLHV#WKDW#FDQ#EH#LQYRNHG#LI#WKH#QDWLRQDO#LQWHUHVW#LV#WKUHDW0
HQHG#VHULRXVO\1#6LPLODU#HVFDSH#FODXVHV#DUH#FHUWDLQ#WR#EH#LQ#WKH
SURSRVHG#PRQHWDU\#DJUHHPHQW1#7KHUH#LV#VWLOO#PXFK#RSSRVL0
WLRQ# WR# WKHVH#RUJDQL]DWLRQV# LQ# WKH#8QLWHG#6WDWHV#DQG# LW# UH0
FHLYHV#PXFK#PHGLD#DWWHQWLRQ1#+RZHYHU/#SROLWLFDO#PRYHPHQWV
OLNH#WKRVH#KHDGHG#E\#3DW#%XFKDQDQ#DQG#5RVV#3HURW#WKDW#PDNH
4

ZLWKGUDZDO# IURP#VXFK#RUJDQL]DWLRQV#D#PDMRU#SODQN# LQ#WKHLU
SODWIRUPV#KDYH#QRW#KDG#VLJQLILFDQW#HOHFWRUDO#VXFFHVVHV1

,#EHOLHYH#WKDW#WKH#8QLWHG#6WDWHV#EHFDPH#D#PHPEHU#DQG
DFFHSWHG#WKH#DFFRPSDQ\LQJ#ORVV#RI#QDWLRQDO#VRYHUHLJQW\#EH0
FDXVH# WKH# EHQHILWV# IURP#GRLQJ# VR# RXWZHLJK# WKH# FRVWV1# ,Q0
FUHDVHG# WUDGH/#PRUH# VWDEOH# HFRQRPLHV# LQ# WKH# UHVW# RI# WKH
ZRUOG/# DQG# FRQWLQXRXV# IRUXPV# IRU# WKH# H[FKDQJH# RI# YLHZV
KDYH# LQFUHDVHG# WKH# SURVSHULW\# RI# $PHULFDQV1# 7KH# 8QLWHG
6WDWHV#PD\#EH#ODUJH#EXW#WKH#UHVW#RI#WKH#ZRUOG#LV#HYHQ#ODUJHU
DQG#$PHULFDQ#UHODWLRQVKLSV#ZLWK#RWKHU#FRXQWULHV#PDWWHU#WR
HFRQRPLF# JURZWK# DQG#QDWLRQDO# VHFXULW\1#%\# H[WHQVLRQ/# WKH
SURSRVHG#PRQHWDU\#DJUHHPHQW#ZLOO#EHQHILW#WKH#8QLWHG#6WDWHV
VLQFH#LW#LV#H[SHFWHG#WR#LPSURYH#WKH#VL]H#DQG#VWDELOLW\#RI#WKH
HFRQRPLHV#RI#&DQDGD#DQG#0H[LFR>#$PHULFDQ# WUDGH#DQG# LQ0
YHVWPHQW#ZLOO#JURZ#FRUUHVSRQGLQJO\1

)LQDOO\/#WKH#SUHFHGLQJ#DQDO\VLV#RI#WKH#PHULW#RI#PRQH0
WDU\#XQLRQ#LPSOLHV#WKDW#VRPH#UHDO#HFRQRPLF#EHQHILWV#ZLOO#DOVR
DFFUXH#GLUHFWO\#WR#WKH#8QLWHG#6WDWHV#MXVW#DV#WKH\#ZLOO#WR#&DQD0
GD#DQG#0H[LFR1#7KHVH#EHQHILWV#WR#WKH#8QLWHG#6WDWHV#ZLOO#EH
PXFK#VPDOOHU#LQ#UHODWLRQ#WR#QDWLRQDO#LQFRPH#WKDQ#WKH#EHQH0
ILWV#WR#WKH#RWKHU#WZR#FRXQWULHV1#%XW/#WKHUH#ZLOO#EH#VLJQLILFDQW
VDYLQJV# LQ# WKH# FRVW# RI# FXUUHQF\# H[FKDQJH# DQG# SURWHFWLRQ
DJDLQVW#H[FKDQJH0UDWH#XQFHUWDLQW\1#7KH#LQFUHDVHG#VL]H#RI#WKH
PDUNHW#ZLOO#PDNH#IRU#PRUH#HIILFLHQW#DQG#GHHSHU#FDSLWDO#PDU0
NHWV1#$PHULFDQ#ILUPV#ZLOO#KDYH#HYHQ#PRUH#LQFHQWLYHV#DQG#RS0
SRUWXQLW\#WR#SURGXFH#DQG#PDUNHW#WKHLU#JRRGV#DQG#VHUYLFHV#LQ
WKH#HQWLUH#FRQWLQHQW1#$W#WKH#VDPH#WLPH/#&DQDGLDQ#DQG#0H[L0
FDQ#ILUPV#ZLOO#LQYHVW#LQ#WKH#8QLWHG#6WDWHV#DQG#EULQJ#FRQVXP0
HUV#EHWWHU#DQG#ORZHU0SULFHG#JRRGV#DQG#VHUYLFHV1#7KHVH#DQG
RWKHU#JDLQV#ZLOO#JURZ#WKURXJK#WLPH#DV#WKH#HFRQRPLHV#RI#&DQ0
DGD#DQG#0H[LFR#JURZ#DEVROXWHO\#DQG#SUREDEO\#DOVR#UHODWLYH
WR#WKH#$PHULFDQ#HFRQRP\1

6JG"VJTGCV"VQ"VJG"RQYGT"QH"VJG"FQNNCT

'XULQJ#WKH#SRVWZDU#\HDUV/#WKH#86#GROODU#KDV#SOD\HG#DQ#LPSRU0
WDQW#UROH#LQ#LQWHUQDWLRQDO#ILQDQFH1#,W#KDV#EHHQ#D#VWDQGDUG#RI
YDOXH#IRU#RIILFLDO#DQG#SULYDWH#WUDQVDFWLRQV#DQG#VWDWLVWLFV1#7KLV
3



44 %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
IDFW#PDQLIHVWV#LWVHOI#LQ#WKH#ZLGHVSUHDG#XVH#RI#GROODUV#LQ#LQWHU0
QDWLRQDO#WUDGH#DQG#FDSLWDO#PDUNHWV1#7KH#PRVW#LPSRUWDQW#LQ0
WHUQDWLRQDOO\#WUDGHG#JRRGV#OLNH#JROG/#FRSSHU/#RLO/#DQG#ZKHDW
DUH#TXRWHG#DQG#ELOOHG#LQ#GROODUV/#DV#DUH#WKH#ERQGV#IORDWHG#E\
LQWHUQDWLRQDO#RUJDQL]DWLRQV#DQG#QDWLRQDO#JRYHUQPHQWV1

7KH#GROODU#DOVR#VHUYHV#DV#WKH#NH\#FXUUHQF\#LQ#WKH#SUR0
GXFWLRQ#RI#LQWHUQDWLRQDO#VWDWLVWLFV#E\#WKH#,QWHUQDWLRQDO#0RQ0
HWDU\#)XQG/#WKH#:RUOG#%DQN/#YDULRXV#DJHQFLHV#RI#WKH#8QLWHG
1DWLRQV/# DQG# WKH#2UJDQLVDWLRQ# IRU# (FRQRPLF# &RRSHUDWLRQ
DQG#'HYHORSPHQW#+2(&',1#,QWHUQDWLRQDO#FRPSDULVRQV#RI#QD0
WLRQDO# LQFRPHV/# WUDGH/# DQG# HFRQRPLF# JURZWK# DUH# PDGH
WKURXJK#QDWLRQDO#GDWD#FRQYHUWHG#WR#86#GROODUV1

:KHQ#VPDOO#FRXQWULHV#H[SHULHQFH#H[FHVVLYH#SULFH# LQ0
VWDELOLWLHV#DQG#LQIODWLRQ/#WKH#SULYDWH#VHFWRU#RIWHQ#DGRSWV#GRO0
ODUV#DV#D#SDUDOOHO#FXUUHQF\#LQ#GRPHVWLF#WUDGH#DQG#LQYHVWPHQWV1
'XULQJ#WKH#LQIODWLRQ#LQ#,VUDHO#GXULQJ#WKH#4<:3V/#UHWDLO#SULFHV
RI#JRRGV#ZHUH# VKRZQ# LQ#GROODUV#DV#ZHOO#DV# VKHNHOV1# ,VUDHOL
EDQNV# DFFHSWHG#GROODU#GHSRVLWV# DQG#PDGH# GROODU# ORDQV1# ,Q
VHYHUDO#/DWLQ#$PHULFDQ#FRXQWULHV/#HVSHFLDOO\#$UJHQWLQD#DQG
0H[LFR/# ODUJH#VHFWRUV#RI#WKH#HFRQRP\#UHO\#RQ#GROODU#SULFHV
IRU#GRPHVWLF#WUDQVDFWLRQV1

)RUHLJQ0H[FKDQJH# PDUNHWV# EHWZHHQ# SDLUV# RI# FRXQ0
WULHV/# OLNH#,QGLD#DQG#$XVWULD#SURGXFH#IHZ#WUDQVDFWLRQV#VLQFH
WUDGH#DQG#FDSLWDO#IORZV#EHWZHHQ#WKHP#DUH#VPDOO1#)RU#WKLV#UHD0
VRQ/# WKH# H[FKDQJH# UDWH# EHWZHHQ# VXFK# FRXQWULHV# LV# HVWDE0
OLVKHG# E\# ILUVW# FRQYHUWLQJ# HDFK# LQWR# 86# GROODUV# DQG# WKHQ
GHULYLQJ#IURP#WKHVH#YDOXHV#DQ#H[FKDQJH#UDWH#IRU#WKH#WZR#FXU0
UHQFLHV1#7KLV#UDWH#LV#XVHG#E\#WUDGHUV#GRLQJ#EXVLQHVV#EHWZHHQ
,QGLD#DQG#$XVWULD1

7KH#$PHULFDQ#HFRQRP\#GRHV#QRW#JDLQ#DQ\WKLQJ#RWKHU
WKDQ#SUHVWLJH#WKURXJK#WKH#XVH#RI#WKH#GROODU#DV#D#NH\#FXUUHQ0
F\#DQG#VWDQGDUG#RI#YDOXH1#,Q#WKHVH#XVHV/#WKH#GROODU#LV#QRWKLQJ
EXW#DQ#DFFRXQWLQJ#FRQYHQLHQFH1#+RZHYHU/#WKHUH#DUH#VLJQLIL0
FDQW#LQGLUHFW#JDLQV#EHFDXVH#WKH#XVH#RI#WKH#GROODU#DV#VWDQGDUG
RI#YDOXH#KDV#DOVR#PDGH#LW#LQWR#DQ#LQWHUQDWLRQDO#VWRUH#RI#YDOXH
DQG#PHGLXP#RI#H[FKDQJH1#1DWLRQDO#FHQWUDO#EDQNV#KROG#WKH
EXON#RI#WKHLU#LQWHUQDWLRQDO#UHVHUYHV#LQ#WKH#IRUP#RI#GROODUV1
0XQGHOO#+4<<<,#HVWLPDWHV#WKDW#WKH#GHYHORSPHQW#RI#WKH#HXUR
ZLOO#PHDQ# WKDW# VXFK# RIILFLDO# KROGLQJV# RI# GROODUV# RYHU# WKH
QH[W#WHQ#\HDUV#ZLOO#QRW#JURZ1#3HRSOH#LQ#XQVWDEOH#FRXQWULHV
KDYH#GROODUV#LQ#WKHLU#SRFNHWV#RU#EXVLQHVV#DFFRXQWV#WR#WUDGH
JRRGV#DQG#VHUYLFHV1#,OOHJDO#DFWLYLWLHV/#WKH#EXON#RI#ZKLFK#LQ0
YROYH#GUXJV/#LQYROYH#WKH#XVH#ODUJH#TXDQWLWLHV#RI#GROODU#QRWHV1
)LUPV#DQG#ILQDQFLDO#LQVWLWXWLRQV#HQJDJHG#LQ#LQWHUQDWLRQDO#DF0
WLYLWLHV#KROG#ODUJH#LQYHQWRULHV#RI#GROODUV#WR#FDUU\#RXW#WUDQV0
DFWLRQV# LQYROYLQJ# H[SRUWV# DQG# LPSRUWV# RI# JRRGV# DQG
FDSLWDO164

0XFK#RI#WKLV#ZRUOG#EXVLQHVV#XVHV#86#GROODU#QRWHV#DQG
FRLQV#DQG#LV#YHU\#SURILWDEOH#IRU#WKH#$PHULFDQ#JRYHUQPHQW1#,W
FRVWV#YHU\#OLWWOH#WR#SURGXFH#QRWHV#EXW#XVHUV#JLYH#XS#UHDO#UH0
VRXUFHV#WR#DFTXLUH#WKHP1#7KH#VXPV#LQYROYHG#DUH#ODUJH=#)HLJH
+4<<:,#QRWHV#WKDW#WKH#8QLWHG#6WDWHV#JRYHUQPHQW#FXPXODWLYHO\
KDV#SURGXFHG#DQG#SXW#LQWR#FLUFXODWLRQ#'6<3#ELOOLRQ#LQ#FXUUHQ0
F\#QRWHV1#+H#HVWLPDWHV#WKDW#EHWZHHQ#58#SHUFHQW#DQG#78#SHU0
FHQW³EHWZHHQ#'<;#ELOOLRQ#DQG#'4:9#ELOOLRQ³RI#WKLV#WRWDO#LV
KHOG#DEURDG#DQG# LQ#H[FKDQJH#EURXJKW#JRRGV#DQG#DVVHWV#RI
WKDW#YDOXH#LQWR#WKH#8QLWHG#6WDWHV165

%XVLQHVV#XVLQJ#86#GROODUV#LQ#WKH#IRUP#RI#EDQN#GHSRVLWV
DOVR#JLYH#ULVH#WR#86#SURILWV#VLQFH#WKH#EDQNV#SD\#D#ORZHU#LQWHU0
HVW#RQ#WKH#GHSRVLWV#WKDQ#WKH\#HDUQ#E\#OHQGLQJ#RXW#WKH#GROODUV
WR# ERUURZHUV1# +RZHYHU/# VWLII# LQWHUQDWLRQDO# FRPSHWLWLRQ
DPRQJ#ILQDQFLDO#LQVWLWXWLRQV#KDV#SURGXFHG#LQWHUQDWLRQDO#GH0
SRVLW#DQG#OHQGLQJ#UDWHV#RQ#86#GROODUV#VR#FORVH#WKDW#WKLV#W\SH
RI#EDQNLQJ#EULQJV#RQO\#QRUPDO#UDWHV#RI#UHWXUQ#WR#WKH#FDSLWDO
DQG#ODERXU#XVHG166

7KH#XVH#RI#86#GROODUV#LQ#WKH#UHVW#RI#WKH#ZRUOG#GHYHO0
RSHG#GXULQJ# WKH#SRVWZDU#\HDUV#EHFDXVH#RI# WKH#GRPLQDQFH
DQG#VWDELOLW\#RI#WKH#$PHULFDQ#HFRQRP\#LQ#WKH#ZRUOG#DQG#WKH
FRXQWU\·V#PLOLWDU\#SRZHU1#7KH#HFRQRPLF#DQDO\VLV#RI#WKH#UROH
RI#WKH#GROODU#VXJJHVWV#WKDW#WKH#DGYDQWDJHV#WKDW#LWV#XVH#KDYH
EURXJKW#ZLOO#EH#GLIILFXOW#WR#FKDOOHQJH#LQ#WKH#IXWXUH1#7KH#FRVWV
RI#VZLWFKLQJ#WR#DQ#DOWHUQDWLYH#VWDQGDUG#KDYH#EHHQ#FRPSDUHG
WR#WKRVH#WKH#ZRUOG#ZRXOG#HQFRXQWHU#LI#LW#DEDQGRQHG#(QJOLVK
DV#WKH#OLQJXD#IUDQFD#DQG#VZLWFKHG#WR#WKH#5XVVLDQ#RU#&KLQHVH
ODQJXDJH1#+LVWRULFDOO\/#VZLWFKHV#LQ#WKH#OLQJXD#IUDQFD/#OLNH#WKDW
IURP#/DWLQ#WR#)UHQFK#DQG/#PRUH#UHFHQWO\/#WR#(QJOLVK#ZHUH#DF0
FRPSDQLHG#E\#WKH#IDOO#DQG#ULVH#RI#WKH#HFRQRPLF#DQG#PLOLWDU\
SRZHU#RI# LQGLYLGXDO#QDWLRQV1#7KHUH# DUH#SUHVHQWO\#QR# VLJQV
WKDW#WKH#8QLWHG#6WDWHV#LV#DERXW#WR#ORVH#KHU#SRVLWLRQ#RI#HFR0
QRPLF#DQG#PLOLWDU\#GRPLQDQFH1

<HW/# WKH# HVWDEOLVKPHQW# RI# WKH# (XURSHDQ# 0RQHWDU\
8QLRQ# VKRXOG# JLYH# ULVH# WR# VRPH# FRQFHUQV1#7DEOH# 4# UHYHDOV
VRPH#LQWHUHVWLQJ#IDFWV167#,QLWLDOO\#WKH#HXUR#ZLOO#VHUYH#D#PDUNHW
RI#44#FRXQWULHV#ZLWK#D#SRSXODWLRQ#DERXW#QLQH#SHUFHQW#KLJKHU
WKDQ# WKDW# RI# WKH# 8QLWHG# 6WDWHV1#+RZHYHU/# WKH# *'3# RI# WKH
´HXUR#HOHYHQµ#+FRQYHUWHG#DW#PDUNHW#H[FKDQJH#UDWHV,#LV#VHYHQ
SHUFHQW#ORZHU#WKDQ#WKDW#RI#WKH#8QLWHG#6WDWHV1

7KH#ILUVW#KDOI#RI#WKH#WDEOH#FRQVLGHUV#OLNHO\#IXWXUH#GHYHO0
RSPHQWV#LQ#(XURSH1#,I#WKH#FRXQWULHV#DOUHDG\#PHPEHUV#RI#WKH
(XURSHDQ#(FRQRPLF#8QLRQ#EXW#QRW#\HW#PHPEHUV#RI#WKH#0RQ0
HWDU\#8QLRQ³WKH#8QLWHG#.LQJGRP/#6ZHGHQ/#'HQPDUN/#DQG
*UHHFH³MRLQ#WKH#RULJLQDO#44/#WKH#QHZ#]RQH#ZLOO#KDYH#D#VXE0
VWDQWLDOO\#KLJKHU#SRSXODWLRQ#DQG#DOVR#D#JUHDWHU#*'31#6XUYH\V
VXJJHVW#WKDW#UHIHUHQGD#DERXW#PHPEHUVKLS#LQ#WKH#PRQHWDU\
XQLRQ#LQ#WKH#ILUVW#WKUHH#FRXQWULHV#ZLOO#SDVV#ZKHQ#WKH\#DUH#SUH0
VHQWHG# LQ# WKH#QHDU# IXWXUH1#7KH#PHPEHUVKLS#RI#*UHHFH#GH0
SHQGV#RQ#WKH#GHYHORSPHQW#RI#KHU#ILVFDO#FRQGLWLRQV#EXW#LV#DOVR
H[SHFWHG#WR#WDNH#SODFH#LQ#D#IHZ#\HDUV1#



6JG (TCUGT +PUVKVWVG 6JG"%CUG"HQT"VJG"#OGTQ 45
7KH#WDEOH#DOVR#VKRZV#WKH#VL]H#RI#WKH#HXUR0]RQH#ZKHQ
LW#ZLOO#EH#HQODUJHG#WKURXJK#WKH#PHPEHUVKLS#RI#3RODQG/#+XQ0
JDU\/#WKH#&]HFK#5HSXEOLF/#DQG#(VWRQLD1#7KHVH#FRXQWULHV#KDYH
DSSOLHG#IRU#(XURSHDQ#(FRQRPLF#8QLRQ#PHPEHUVKLS#DQG#DUH
H[SHFWHG#WR#EH#DGPLWWHG#LQ#D#IHZ#\HDUV1#,W#LV#KLJKO\#OLNHO\#WKDW
WKH\#ZLOO#DOVR#PRUH#RU#OHVV#DXWRPDWLFDOO\#EHFRPH#PHPEHUV#RI
WKH#(XURSHDQ#0RQHWDU\#8QLRQ1#$W#WKDW#WLPH/#WKH#HXUR0]RQH
ZLOO#KDYH#D#SRSXODWLRQ#96#SHUFHQW#DQG#D#*'3#53#SHUFHQW#ODUJ0
HU#WKDQ#WKDW#RI#WKH#8QLWHG#6WDWHV1

7KH#GDWD#LQ#WDEOH#4#VXJJHVW#WKDW#WKH#VL]H#RI#SRSXODWLRQ
DQG#QDWLRQDO#LQFRPH#RI#WKLV#SUREDEOH#IXWXUH#HXUR0]RQH#ZLOO
DIIHFW# WKH# XVH# RI# 86# GROODUV# LQ# WKH#PDQ\#ZD\V# GHVFULEHG
DERYH1#7KH#HXUR#SUREDEO\#ZLOO#VRRQ#EHFRPH#WKH#VWDQGDUG#RI
YDOXH# DQG# GRPLQDQW# VWRUH# RI#ZHDOWK# LQ#PDQ\# WKLUG0ZRUOG
FRXQWULHV#ZKLFK#KDYH#KLVWRULF#OLQNV#WR#(XURSH1#7KHUH#DUH#WKH
IRUPHU#)UHQFK#DQG#(QJOLVK#FRORQLHV#LQ#$IULFD#DQG#$VLD/#ZKLFK
KDYH#PDQ\#FRPPHUFLDO#DQG#FXOWXUDO#UHODWLRQVKLSV#ZLWK#WKHVH
WZR#FRXQWULHV1#5XVVLD#DQG#WKH#UHVW#RI#FHQWUDO#(XURSH#ZLOO#EH
GUDZQ#LQWR#PXFK#VWURQJHU#HFRQRPLF#UHODWLRQVKLSV#ZLWK#WKH
HXUR0]RQH#WKDQ#WKH\#HYHU#ZLOO#ZLWK#WKH#8QLWHG#6WDWHV#VLPSO\
EHFDXVH#RI#WKHLU#KLVWRULHV#DQG#JHRJUDSKLF#SUR[LPLW\1

7KH#UHSODFHPHQW#RI#WKH#GROODU#E\#WKH#HXUR#LQ#FRXQWULHV
RWKHU#WKDQ#WKRVH#LQ#WKH#(XURSHDQ#VSKHUH#LV#OLNHO\#WR#WDNH#D
ORQJ# WLPH#DQG#PD\#QHYHU#RFFXU1#+RZHYHU/# WKH#GROODU#FRXOG
IDFH# DGGLWLRQDO# FRPSHWLWLRQ# LI# RWKHU# UHJLRQDO# PRQHWDU\
XQLRQV#ZHUH#WR#EH#FUHDWHG# LQ#$VLD/#$IULFD/#WKH#0LGGOH#(DVW/
DQG#6RXWK#$PHULFD1#,Q#WKHVH#HYHQWV/#WKH#QHHG#IRU#WKH#GROODU
DV#D#XQLW#RI#DFFRXQW/#WUDQVDFWLRQV#PHGLXP/#DQG#VWRUH#RI#YDOXH
ZLOO#EH#GLPLQLVKHG#JUHDWO\1

3HUKDSV#P\#YLVLRQ#RI#D#ZRUOG#FRYHUHG#ZLWK#EORFNV#RI
FRXQWULHV#MRLQHG#LQ#PRQHWDU\#XQLRQV#LV#IDQFLIXO1#+RZHYHU/#LI
WKH# FDVH# PDGH# DERYH# IRU# WKH# 1RUWK# $PHULFDQ# PRQHWDU\
XQLRQ#LV#FRUUHFW/#LW#DSSOLHV#HTXDOO\#WR#RWKHU#FRXQWULHV/#SURYLG0
LQJ#WKHP#ZLWK#WKH#LQFHQWLYH#WR#FUHDWH#VLPLODU#DVVRFLDWLRQV1
7KH# ULJKW# VLGH# RI# WDEOH# 4# VKRZV# WKDW# WKLV# SRVVLEOH
WKUHDW#WR#WKH#SRZHU#RI#WKH#GROODU#FDQ#EH#GLPLQLVKHG#E\#WKH
FUHDWLRQ#RI#WKH#SURSRVHG#1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ1
7KH#8QLWHG#6WDWHV/#&DQDGD/#DQG#0H[LFR#FRPELQHG#ZLOO#KDYH
D#SRSXODWLRQ#DQG#*'3#YHU\#VLPLODU#WR#WKDW#RI#WKH#RULJLQDO#44
PHPEHUV#RI#WKH#HXUR0]RQH#SOXV#WKH#IRXU#FRXQWULHV#OLNHO\#WR
MRLQ#LW#LQ#WKH#QHDU#IXWXUH1

/RRNLQJ#IXUWKHU#DKHDG/#WKH#1RUWK#$PHULFDQ#0RQHWDU\
8QLRQ#FRXOG#IDLUO\#UHDGLO\#EH#H[SDQGHG#WR#LQFOXGH#WKH#FRXQ0
WULHV# RI# &HQWUDO# $PHULFD# DQG# WKH# &DUULEHDQ/# ZKLFK# KDYH
VWURQJ#HFRQRPLF#UHODWLRQV#ZLWK#WKH#RULJLQDO#WKUHH#DQG#DUH#LQ
UHODWLYHO\#FORVH#JHRJUDSKLFDO#SUR[LPLW\1#,W#LV#FRQFHLYDEOH#WKDW
HYHQWXDOO\#VRPH#RI#WKH#6RXWK#$PHULFDQ#FRXQWULHV#ZLOO#ZDQW
WR#MRLQ#WKDW#XQLRQ/#WKRXJK#D#VHSDUDWH#6RXWK#$PHULFDQ#0RQH0
WDU\#8QLRQ#LV#DOVR#SRVVLEOH1

,Q#VXP/#WKH#8QLWHG#6WDWHV#ZLOO#EHQHILW#IURP#WKH#FUHDWLRQ
RI#D#1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ#PXFK#OHVV#WKDQ#&DQDGD
RU#0H[LFR1#1HYHUWKHOHVV/#WKHUH#ZLOO#EH#VRPH#EHQHILWV#WR#WKH
8QLWHG#6WDWHV#LQ#WHUPV#RI#JUHDWHU#HFRQRPLF#HIILFLHQF\#DQG#VWD0
ELOLW\1#+DYLQJ#HFRQRPLFDOO\#SURVSHURXV#DQG#VWDEOH#FRXQWULHV#DW
WKH#$PHULFDQ#ERUGHUV#LV#EHQHILFLDO1#3HUKDSV#PRUH#LPSRUWDQW#LV
WKDW#WKH#SURSRVHG#PRQHWDU\#XQLRQ#ZLOO#GLPLQLVK#WKH#WKUHDW#WR
WKH#SUHVHQW#SRZHU#RI#WKH#GROODU#LQ#LQWHUQDWLRQDO#WUDGH#DQG#IL0
QDQFH1#2Q# WKH#GRZQVLGH/# WKH#XQLRQ#ZLOO#GLPLQLVK#$PHULFDQ
PRQHWDU\#VRYHUHLJQW\#WR#VRPH#H[WHQW#WKURXJK#YRWHV#RI#&DQD0
GLDQ#DQG#0H[LFDQ#UHSUHVHQWDWLYHV#RQ#WKH#JRYHUQLQJ#ERDUG#RI
WKH#1RUWK#$PHULFDQ#FHQWUDO#EDQN1#,PSOLFLW#LQ#WKLV#GHYHORSPHQW
LV#D#WKUHDW#WR#WKH#UHSXWDWLRQ#RI#WKH#GROODU#DV#D#VWDEOH#FXUUHQF\1

,#DP#FRQYLQFHG#WKDW#IRU#WKH#8QLWHG#6WDWHV#WKH#EHQHILWV
RXWZHLJK# WKH#FRVWV#DQG#ULVNV# IURP# WKH#FUHDWLRQ#RI#D#1RUWK
$PHULFDQ#0RQHWDU\#8QLRQ/# DV# WKH\# GLG#ZKHQ# WKH# FRXQWU\
MRLQHG#RWKHU#LQWHUQDWLRQDO#RUJDQL]DWLRQV#LQ#WKH#SDVW1#,#KRSH
WKDW#WKLV#MXGJHPHQW#ZLOO#EH#VKDUHG#E\#WKRVH#LQ#WKH#SRVLWLRQ
WR#PRYH#WKH#LQLWLDWLYH#IRUZDUG1
6CDNG"3<"%QORCTKPI"#EVWCN"CPF"2QVGPVKCN"'WTQ/"CPF"#OGTQ/"<QPGU

'WTQ/\QPGU #OGTQ/\QPGU

<QPG )&2C

+D, *'3#LV#IRU#4<<9#LQ#ELOOLRQV#RI#86#GROODUV#DW#PDUNHW#H[FKDQJH#UDWHV1

2QRWNCVKQPD

+E, 3RSXODWLRQ#LQ#PLOOLRQV#LQ#4<<91

<QPG )&2 2QRWNCVKQP

'WTQ"33 8.:;2 4;2 75# 9.562 487

)TQWR"3E

+F, *URXS#4#FRXQWULHV=#8QLWHG#.LQJGRP/#6ZHGHQ/#'HQPDUN/#*UHHFH#+LQ#(XURSHDQ#8QLRQ#EXW#QRW#\HW#SDUW#RI#0RQHWDU\#8QLRQ,1

3.8;5 :5 %CPCFC 79; 52

'WTQ"33-")TQWR"3 :.7:5 595 7PKVGF"5VCVGU-"%CPCFC 9.;3; 4;7

)TQWR"4F

+G, *URXS#5#FRXQWULHV=#3RODQG/#+XQJDU\/#&]HFK#5HSXEOLF/#(VWRQLD#+KDYH#DSSOLHG#IRU#(XURSHDQ#8QLRQ#PHPEHUVKLS,

45; 82 /GZKEQ 557 ;5

'WTQ"33"-")TQWR"3"-")TQWR"4 :.:44 655 #OGTQ"*0QTVJ"#OGTKEC+ :.476 5::

5QWTEG<"9QTNF"&GXGNQROGPV"+PFKECVQTU."%&"41/."9CUJKPIVQP<"9QTNF"$CPM."3;;:0



46 %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
5WRRQTV"KP"VJG"7PKVGF"5VCVGU"
HQT"OQPGVCT["WPKQP

3XEOLF0FKRLFH#WKHRU\#LQ#UHFHQW#\HDUV#KDV#PDGH#WKH#LPSRUWDQW
SRLQW#WKDW#PDQ\#JRYHUQPHQW#SROLFLHV#GR#QRW#LQFUHDVH#D#FRXQ0
WU\·V#ZHOIDUH1#2IWHQ#SROLFLHV#DUH#GULYHQ#E\#WKH#GHVLUH#RI#SROLWL0
FLDQV#WR#JDWKHU#YRWHV#DQG#UHVRXUFHV#WR#DVVXUH#WKHLU#HOHFWLRQ#RU
UH0HOHFWLRQ1#&DWHULQJ#WR#VSHFLDO0LQWHUHVW#JURXSV#SURGXFHV#VXFK
RXWFRPHV1#7KH#EHQHILWV#WKDW#SROLWLFLDQV#FDQ#EHVWRZ#RQ#VXFK
JURXSV#DUH#FRQFHQWUDWHG#DQG#RIWHQ#ODUJH#ZKLOH#WKH#FRVWV#WHQG
WR#EH#VSUHDG#RYHU#WKH#UHVW#RI#WKH#HOHFWRUDWH#DQG#WKHUHIRUH#GR
QRW#ZDUUDQW#WKHLU#DWWHQWLRQ#GXULQJ#HOHFWLRQ#FDPSDLJQV1#3XEOLF0
FKRLFH#WKHRU\#LV#UHOHYDQW#WR#P\#SURSRVDO#IRU#D#PRQHWDU\#XQLRQ1

+HIHNHU#+4<<:,#DQDO\]HG#LQ#VRPH#GHWDLO#ZKDW#LQWHUHVW
JURXSV#ZRXOG#VXSSRUW# IL[HG#H[FKDQJH# UDWHV#DQG#PRQHWDU\
XQLRQ1#+H#FDPH#WR#WKH#FRQFOXVLRQ#WKDW

H[FKDQJH#UDWH#YDULDELOLW\#DGYHUVHO\#DIIHFWV#WKH#RXWSXW
DQG#WKH#SURILWV#RI#WKH#WUDGDEOH#JRRGV#SURGXFLQJ#LQGXV0
WULHV1#8QFHUWDLQW\#DERXW#IXWXUH#SULFHV#OHDGV#WKDW#VHFWRU
WR#SURGXFH#OHVV/#WUDGH#OHVV#DQG#KHQFH#ORZHUV#LWV#RXW0
SXW#1 1 1#3URILWV#DQG#SURILW#RSSRUWXQLWLHV#DUH#UHGXFHG#1 1 1
7KH#FKRLFH#RI#WKH#H[FKDQJH#UDWH#UHJLPH#FDQ#WKHUHIRUH
EH#H[SODLQHG#WR#D#ODUJH#GHJUHH#E\#WKH#LQIOXHQFH#RI#WKH
WUDGDEOHV#VHFWRU1#++HIHNHU#4<<:=#46:,
+HIHNHU#DOVR#QRWHV#WKDW#WR#PRELOL]H#WKH#WUDGDEOH0JRRGV#VHF0
WRU#LQWR#OREE\LQJ#IRU#IL[HG#H[FKDQJH#UDWHV#UHTXLUHV#D#SHULRG
RI# H[FKDQJH# UDWH# LQVWDELOLW\# EURXJKW# DERXW# E\# H[WHUQDO
VKRFNV#RU#XQVWDEOH#PRQHWDU\#SROLF\1

7KH#$PHULFDQ#WUDGDEOH0JRRGV#VHFWRU#KDV#EHHQ#JURZ0
LQJ#VLQFH#WKH#HQG#RI#:RUOG#:DU#,,#EXW#LV#VWLOO#TXLWH#VPDOO1#7KH
GHSUHFLDWLRQ#RI#WKH#-DSDQHVH#<HQ/#&DQDGLDQ#GROODU/#DQG#0H[0
LFDQ# SHVR# LQ# UHFHQW# \HDUV# KDV# LQFUHDVHG# FRPSHWLWLRQ# IRU
$PHULFDQ#SURGXFHUV1#+RZHYHU/#LQ#WKH#FDVH#RI#-DSDQ/#LW#KDV#UH0
VXOWHG#PDLQO\#LQ#WKH#GHPDQG#IRU#SROLFLHV#WR#PDNH#WKH#-DSD0
QHVH#PDUNHW#PRUH# DFFHVVLEOH# WR# IRUHLJQHUV1# ,Q# WKH# FDVH#RI
&DQDGD/#VRPH# LPSRUW0FRPSHWLQJ#$PHULFDQ# LQGXVWULHV#KDYH
FRQFHQWUDWHG#RQ#GHPDQGLQJ#LPSRUW#TXRWDV#DQG#RWKHU#LPSRUW
EDUULHUV#OLNH#WKRVH#RQ#VWHHO#DQG#OXPEHU1#0RUH#JHQHUDOO\/#WKH
VWURQJ#$PHULFDQ#HFRQRPLF#ERRP#WKURXJKRXW#WKH#4<<3V#KDV
DOORZHG# $PHULFDQ# LQGXVWULHV# WR# SURVSHU# DQG# KDV# ORZHUHG
WKHLU# FRQFHUQ# DERXW# LPSRUW# FRPSHWLWLRQ1# 7KHUH# KDV# EHHQ
JUHDW#PRQHWDU\#DQG#SULFH#VWDELOLW\1

,Q#WKH#OLJKW#RI#+HIHNHU·V#FRQFOXVLRQV/#WKLV#UHFHQW#$PHU0
LFDQ#HFRQRPLF#KLVWRU\#VXJJHVWV#WKDW#DQ\#SURSRVDO#IRU#D#1RUWK
$PHULFDQ#0RQHWDU\#8QLRQ#ZLOO#KDYH#OLWWOH#VXSSRUW#IURP#$PH0
ULDQ#LQWHUHVW#JURXSV#DW#WKH#WXUQ#RI#WKH#FHQWXU\1#%XW#HFRQRPLF
FRQGLWLRQV#GR#FKDQJH1#,I#DQG#ZKHQ#WKH#WUDGDEOH0JRRGV#VHFWRU
LQ#WKH#8QLWHG#6WDWHV#VKRXOG#VXIIHU#IURP#ODUJH0VFDOH#PRQHWDU\
DQG#H[FKDQJH0UDWH#LQVWDELOLW\/#LQWHUHVW#LQ#PRQHWDU\#XQLRQ#ZLOO
VXUHO\#LQFUHDVH1



#NVGTPCVKXGU"VQ"VJG"#OGTQ
,W#KDV#EHHQ#DUJXHG#WKDW#PRVW#RI#WKH#EHQHILWV#RI#D#1RUWK#$PHU0
LFDQ#0RQHWDU\#8QLRQ#MXVW#GLVFXVVHG#FDQ#EH#DFKLHYHG#E\#RWKHU
LQVWLWXWLRQDO# DUUDQJHPHQWV# DW# ORZHU# FRVWV# WR#QDWLRQDO#HFR0
QRPLF#VRYHUHLJQW\1#7KUHH#DOWHUQDWLYHV#KDYH#EHHQ#SURSRVHG=

+4, IL[HG#H[FKDQJH#UDWHV>

+5, WKH#HVWDEOLVKPHQW#RI#D#FXUUHQF\#ERDUG>#

+6, WKH#XVH#$PHULFDQ#GROODU#QRWHV#DQG#FRLQV/#DOVR#NQRZQ
DV#´GROODUL]DWLRQ1µ

7KHVH#ILQDQFLDO#DUUDQJHPHQWV#KDYH#EHHQ#DQDO\]HG#LQWHQVLYH0
O\#E\#HFRQRPLVWV#DQG#WKHUH#LV#DQ#KLVWRULF#UHFRUG#LQ#WKH#XVH#RI
DOO#WKUHH1#+7KH#LQVWLWXWLRQDO#FKDUDFWHULVWLFV#DQG#WKH#ILQDQFLDO
DQG# HFRQRPLF# FRVWV# DQG#EHQHILWV#RI#GLIIHUHQW# FXUUHQF\# DU0
UDQJHPHQWV# DUH# SUHVHQWHG# FRQYHQLHQWO\# LQ# WKH# $SSHQGL[/
SDJH#731,

(KZGF"GZEJCPIG"TCVGU

7ZR#SURPLQHQW#&DQDGLDQ#HFRQRPLVWV/#5LFKDUG#+DUULV#RI#6L0
PRQ#)UDVHU#8QLYHUVLW\#DQG#7RP#&RXUFKHQH#RI#4XHHQ·V#8QL0
YHUVLW\#KDYH#DGYRFDWHG#WKDW#WKH#&DQDGLDQ#GROODU#EH#OLQNHG#WR
WKH#86#GROODU#WKURXJK#D#IL[HG#H[FKDQJH#UDWH#+VHH#+DUULV#4<<;>
&RXUFKHQH# 4<<<># &RXUFKHQH# DQG# +DUULV# 4<<<D/# 4<<<E/
4<<<F,1#,Q#WKHLU#DQDO\VLV/#WKH#DXWKRUV#SUHVHQW#HVVHQWLDOO\#WKH
VDPH#DUJXPHQWV#WKDW#,#KDYH#PDGH#DERYH#DERXW#WKH#HFRQRPLF
FRVWV#RI#WKH#H[LVWLQJ#IOH[LEOH#H[FKDQJH#UDWH#V\VWHP1#7KH#DX0
WKRUV#UHFRPPHQG#WKH#IL[HG#H[FKDQJH#UDWH#UDWKHU#WKDQ#D#V\V0
WHP# RI# PRQHWDU\# XQLRQ# EHFDXVH# WKH\# EHOLHYH# WKDW# WKHUH
ZRXOG#EH#WRR#PXFK#SROLWLFDO#RSSRVLWLRQ#IURP#&DQDGLDQ#QD0
WLRQDOLVWV#DQG#RWKHU#LQWHUHVW#JURXSV#WR#WKH#DPHUR1#7KH\#DUH
KRSHIXO#WKDW#WKLV#RSSRVLWLRQ#ZLOO#ORVH#LQIOXHQFH#DV#WKH#HXUR
IXQFWLRQV#ZHOO#DQG#EULQJV#WKH#EHQHILWV#WKH\/#,/#DQG#RWKHU#HXUR0
RSWLPLVWV#DQWLFLSDWH1#7KH\#DOVR#EHOLHYH#WKDW#D#VXFFHVVIXO#RS0
HUDWLRQ#RI#IL[HG#H[FKDQJH#UDWHV#LQ#&DQDGD#ZLOO#SDYH#WKH#ZD\
IRU#D#PRQHWDU\#XQLRQ1#,Q#P\#YLHZ/#IRU#D#QXPEHU#RI#UHDVRQV#D
IL[HG#H[FKDQJH#UDWH#LV#QRW#DQ#DGHTXDWH#LQWHULP#VROXWLRQ#DQG
PRVW#FHUWDLQO\#QRW#D#VROXWLRQ#IRU#WKH#ORQJHU#UXQ1
4

)LUVW/#WKH#JRYHUQPHQW·V#FRPPLWPHQW#WR#IL[HG#UDWHV#LV
WRR#HDVLO\#UHYHUVHG#DV#GLIIHUHQW#SDUWLHV#IRUP#JRYHUQPHQW#RU
D#QHZ#HFRQRPLF#LGHRORJ\#WDNHV#KROG1#2QO\#D#ELQGLQJ#LQWHUQD0
WLRQDO# WUHDW\#ZLOO# DYRLG# WKLV#SUREOHP/# EULQJ# ORZHU# LQWHUHVW
UDWHV/# JUHDWHU# ODERXU0PDUNHW# HIILFLHQF\/#EHWWHU# UDWHV#RI# DG0
MXVWPHQW# WR#FKDQJLQJ#ZRUOG#SULFHV/#DQG#WKH#RWKHU#EHQHILWV
QRWHG#DERYH1

6HFRQG/#HYHQ#LI#WKHUH#ZHUH#WR#EH#QR#SROLWLFDO#RU#LGHR0
ORJLFDO#GHYHORSPHQWV#WKDW#UHVXOW#LQ#H[FKDQJH0UDWH#FKDQJHV/
RWKHU#GHYHORSPHQWV#DUH#OLNHO\#WR#IRUFH#WKHP1#7KXV/#H[WHUQDO
VKRFNV#FDQ#FDXVH#WKH#GRPHVWLF#HFRQRP\#WR#RYHUKHDW#RU#HQ0
WHU#D#UHFHVVLRQ1#([FKDQJH0UDWH#FKDQJHV#DUH#RIWHQ#WKH#HDVLHVW
ZD\# WR# GHDO#ZLWK# WKHVH# SUREOHPV1# )RU# H[DPSOH/# &DQDGD·V
IL[HG#UDWH#ZDV#DEDQGRQHG#GXULQJ#WKH#HDUO\#4<:3V#EHFDXVH#LQ0
WHUQDWLRQDO#LQIODWLRQ#DQG#UDSLG#LQFUHDVHV#LQ#ZRUOG#FRPPRGL0
W\# SULFHV# FDXVHG# D# GLVHTXLOLEULXP# LQ# WKH# EDODQFH# RI# SD\0
PHQWV1# 7R# PDLQWDLQ# WKH# IL[HG# UDWH# ZRXOG# KDYH# UHTXLUHG
FKDQJHV#LQ#GRPHVWLF#SROLFLHV/#FKDQJHV#WKDW#ZHUH#FRQVLGHUHG
XQDFFHSWDEOH1

$QRWKHU#IUHTXHQW#FDXVH#RI#WKH#DEDQGRQPHQW#RI#D#IL[HG
H[FKDQJH#UDWH#LV#GRPHVWLF#PLVPDQDJHPHQW#RI#WKH#HFRQRP\/
ZKLFK#FUHDWHV#EDODQFH#RI#SD\PHQWV#SUREOHPV#DQG#HQFRXUDJ0
HV#VSHFXODWLYH#FDSLWDO#IORZV1#8QGHU#WKHVH#FRQGLWLRQV/#W\SLFDO
DWWHPSWV#E\#QDWLRQDO#FHQWUDO#EDQNV#WR#ILJKW#VXFK#VSHFXODWLRQ
RQO\#VXFFHHG# LQ#GHOD\LQJ# WKH# LQHYLWDEOH# IRU#UHODWLYHO\#VKRUW
SHULRGV1#+LJKHU# LQWHUHVW#UDWHV#DQG#WKH#VDOH#RI# LQWHUQDWLRQDO
UHVHUYHV#DWWDFN#WKH#V\PSWRPV#RI#WKH#FULVLV#DQG#IDLO#WR#FRUUHFW
WKH# IXQGDPHQWDO#SUREOHPV1#$VVLVWDQFH#E\# WKH# ,QWHUQDWLRQDO
0RQHWDU\#)XQG#LV#XVXDOO\#WRR#OLWWOH/#FRPLQJ#WRR#ODWH1

'XULQJ#WKH#4<<3V/#0H[LFR/#%UD]LO/#,QGRQHVLD/#7KDLODQG/
DQG#0DOD\VLD#H[SHULHQFHG#HFRQRPLF#PLVPDQDJHPHQW#LQ#WKH
IRUP#RI# ODUJH#JRYHUQPHQW#GHILFLWV/#H[FHVVLYH# LQYHVWPHQW# LQ
SURMHFWV#QRW#WHVWHG#IRU#D#PDUNHW/#XQVRXQG#EDQNLQJ#SUDFWLFHV/
LQIODWLRQ#FDXVHG#E\#PRQHWDU\#SROLF\/#RU#WKH#H[HUFLVH#RI#XQLRQ
SRZHU1#)RU# WKHVH#SUREOHPV/# WKH#DEDQGRQPHQW#RI# IL[HG#H[0
FKDQJH#UDWH#ZDV#WKH#RQO\#YLDEOH#ZD\#RXW#RI#WKH#FULVHV168

3HUKDSV#&DQDGD#FDQ#DYRLG#VKLIWV#LQ#LGHRORJ\#DQG#WKH
SUREOHPV#DULVLQJ#IURP#PLVPDQDJHPHQW1#+RZHYHU/#HFRQRP0
LF#KLVWRU\#VXJJHVWV#WKDW#WKLV# LV#QRW# OLNHO\1#3HULRGV#RI#JRRG
7



48 %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
HFRQRPLF# SROLFLHV# LQHYLWDEO\# KDYH# EHHQ# IROORZHG# E\# WKH
UHSHWLWLRQ#RI#ROG#PLVWDNHV#RU#E\#WKH#LQYHQWLRQ#RI#QHZ1#)L[HG
H[FKDQJH# UDWHV# ZLOO#PDNH# WKH# HIIHFWV# RI# WKHVH# PLVWDNHV
PRUH#VHULRXV1#

%WTTGPE["DQCTF

8QGHU#D#FXUUHQF\#ERDUG/#D#FRXQWU\·V#PRQH\#VXSSO\# LV# IXOO\
EDFNHG#E\#86#GROODUV#DQG#FKDQJHV#RQO\#LQ#UHVSRQVH#WR#LQWHU0
QDWLRQDO#SD\PHQWV#LPEDODQFHV1#:KHQ#WKH#FRXQWU\#KDV#D#VXU0
SOXV/#WKH#H[FHVV#VXSSO\#RI#GROODUV#EULQJV#DERXW#DQ#LQFUHDVH#LQ
WKH#GRPHVWLF#PRQH\#VXSSO\1#7KH#RSSRVLWH#RFFXUV#ZKHQ#WKH
FRXQWU\#KDV#D#GHILFLW1

&KDQJHV# LQ# WKH# GRPHVWLF#PRQH\# VXSSO\# HQFRXUDJH
HFRQRPLF#VWDELOLW\#VLQFH/#LQ#WKH#FDVH#RI#DQ#LQWHUQDWLRQDO#SD\0
PHQWV#VXUSOXV/#WKH# LQFUHDVHG#PRQH\#VXSSO\# ORZHUV#WKH#GR0
PHVWLF# LQWHUHVW# UDWH/# UDLVHV# HFRQRPLF# DFWLYLW\/# DQG# ORZHUV
FDSLWDO#LQIORZV1#7KHVH#FKDQJHV#SXVK#WKH#SD\PHQWV#LQWR#EDO0
DQFH1#'HILFLWV#LQ#LQWHUQDWLRQDO#SD\PHQWV#KDYH#DQ#DQDORJRXV/
VWDELOL]LQJ#HIIHFW1#0RVW#LPSRUWDQW/#WKH#FRXQWU\·V#FHQWUDO#EDQN
LV#QR# ORQJHU# DEOH# WR# LQIOXHQFH#PRQHWDU\/# LQWHUHVW/# DQG#H[0
FKDQJH0UDWH#SROLFLHV#DQG/#WKHUHE\/#VHUYH#WKH#ZKLPV#RI#SROLWL0
FLDQV1#7KH#H[FKDQJH#UDWH#LV#SHUPDQHQWO\#IL[HG169

&XUUHQF\#ERDUGV#KDYH#D#ORQJ#KLVWRU\1#$OO#SDVW#H[SHUL0
PHQWV#KDG#EHHQ#DEDQGRQHG#XQWLO#UHFHQWO\#ZKHQ#+RQJ#.RQJ/
$UJHQWLQD/#DQG#(VWRQLD#KDYH#DGRSWHG# WKHP1#7KH#ERDUGV# LQ
WKHVH#FRXQWULHV#KDYH#EHHQ#YHU\#VXFFHVVIXO#GXULQJ#QRUPDO#SH0
ULRGV1#2QH#RI#WKHLU#PDLQ#WZR#VKRUW0FRPLQJV#WHQG#WR#DSSHDU
GXULQJ# SHULRGV# RI# LQWHUQDWLRQDO# DQG# GRPHVWLF# LQVWDELOLW\1
7KHUH#KDYH#EHHQ#UHSRUWV#WKDW#WKH#+RQJ#.RQJ#ERDUG#PDQLSX0
ODWHG#WKH#OLQN#EHWZHHQ#SD\PHQWV#LPEDODQFHV#DQG#WKH#GRPHV0
WLF#PRQH\#VXSSO\#GXULQJ#WKH#JUHDW#$VLDQ#FXUUHQF\#FULVHV#DQG
UHFHVVLRQ# LQ# 4<<:24<<;1# ,Q# $UJHQWLQD/# VSHFXODWRUV# ZLWK
GRXEWV#DERXW#WKH#SHUPDQHQFH#RI#WKH#V\VWHP# LQ#4<<;#ZLWK0
GUHZ#IXQGV#DQG#IRUFHG#ODUJH#UHGXFWLRQV#LQ#WKH#GRPHVWLF#PRQ0
H\#VXSSO\#RQ#WKH#FRXQWU\1# ,Q#WKH#HQG/#KRZHYHU/#WKH#V\VWHP
ZDV#QRW#FKDQJHG#DQG#WKH#FULVLV#KDV#HQGHG1#&DSLWDO#PDUNHWV
VWLOO#KDYH#VRPH#GRXEW#DERXW#WKH#SHUPDQHQFH#RI#WKH#$UJHQWLQ0
LDQ#V\VWHP#VLQFH#WKH\#GHPDQG#D#VOLJKWO\#KLJKHU#LQWHUHVW#UDWH
RQ#JRYHUQPHQW#REOLJDWLRQV#GHQRPLQDWHG# LQ#SHVRV# WKDQ#RQ
WKRVH#GHQRPLQDWHG#LQ#GROODUV1

7KH#VHFRQG#PDLQ#VKRUW0FRPLQJ#RI#D#FXUUHQF\#ERDUG#LV
WKDW#LW#UHVXOWV#LQ#WKH#FRPSOHWH#ORVV#RI#QDWLRQDO#PRQHWDU\#VRY0
HUHLJQW\1#7KH#FRXQWU\·V#LQWHUHVW#UDWH#LV#FRPSOHWHO\#DQG#SHU0
PDQHQWO\# OLQNHG#WR#WKDW#SUHYDLOLQJ# LQ#WKH#8QLWHG#6WDWHV1#$W
WKH#VDPH#WLPH/#$UJHQWLQD/#+RQJ#.RQJ/#DQG#(VWRQLD#KDYH#QR
LQIOXHQFH#ZKDWVRHYHU#RQ#$PHULFDQ#PRQHWDU\#SROLF\1
2QH# LPSRUWDQW# DGYDQWDJH#RI# D# FXUUHQF\#ERDUG#RYHU
PRQHWDU\# XQLRQ# LV# WKDW# LW# GRHV# QRW# UHTXLUH# LQWHUQDWLRQDO
DJUHHPHQW1#7KH# FRXQWULHV#SUHVHQWO\#XVLQJ# FXUUHQF\#ERDUGV
GLG#QRW#QHHG#WKH#SHUPLVVLRQ#RI#WKH#8QLWHG#6WDWHV1

K&QNNCTK\CVKQPL

´'ROODUL]DWLRQµ#LV#D#QHZ#ZRUG#FRLQHG#D#VKRUW#WLPH#DJR#WR#GH0
VFULEH#WZR#SURFHVVHV16:#)LUVW/#WKHUH#LV#́ PDUNHW#GROODUL]DWLRQ/µ
XQGHU#ZKLFK#PXFK#GRPHVWLF#EXVLQHVV# LV# FDUULHG#RXW# LQ#86
GROODUV1#/DUJH#VHJPHQWV#RI#WKH#0H[LFDQ#HFRQRP\#DUH#GROODU0
L]HG#DV#SULFHV/#ZDJHV/#DQG#FRQWUDFWV#DUH#GHQRPLQDWHG#LQ#GRO0
ODUV1#'ROODU#QRWHV# DQG# FRLQV# FLUFXODWH#ZLGHO\# DQG# ILQDQFLDO
LQWHUPHGLDULHV#DFFHSW#GHSRVLWV#DQG#PDNH#ORDQV#LQ#GROODUV1#,Q
$UJHQWLQD/#D#VLPLODU#SURFHVV#RI#LQIRUPDO#SULYDWH#GROODUL]DWLRQ
KDG#EHHQ#VR#ZLGH0VSUHDG#VR#WKDW#WKH#DGRSWLRQ#RI#D#FXUUHQF\
ERDUG#PHDQW#YHU\#OLWWOH#FKDQJH#LQ#ILQDQFLDO#SUDFWLFHV16;

7KH#VHFRQG#IRUP#RI#GROODUL]DWLRQ#LV#RIILFLDO#DQG#H[LVWV
DW#SUHVHQW#RQO\#LQ#3DQDPD#DQG#/LEHULD1#,W#KDV#EHHQ#WKH#SROLF\
RI#WKH#JRYHUQPHQW#RI#3DQDPD#WKDW#DOO#EDQN0QRWHV#LQ#XVH#DUH
86#GROODUV1#2QO\#FRLQV#DUH#SURGXFHG#LQ#WKH#FRXQWU\/#FDUU\#QD0
WLRQDO#V\PEROV/#DQG#DUH#FDOOHG#3DQDPDQLDQ#GROODUV1#,Q#4<<</
QHJRWLDWLRQV#DUH#XQGHU#ZD\#WR#UHSODFH#WKH#$UJHQWLQLDQ#FXUUHQ0
F\#ERDUG#ZLWK#RIILFLDO#GROODUL]DWLRQ1#(DUO\#LQ#4<<</#WKH#0H[LFDQ
EDQNHUV·#DVVRFLDWLRQ#DQG#RWKHU#LQIOXHQWLDO#OREE\#JURXSV#KDYH
DVNHG#WKHLU#JRYHUQPHQW#WR#FRQVLGHU#IRUPDO#GROODUL]DWLRQ1

'XULQJ#WKH#4<;3V/#VRPH#HFRQRPLVWV#SHUVXDGHG#DQ#LQ0
IOXHQWLDO#SROLWLFLDQ#LQ#,VUDHO#WR#VXJJHVW#WKDW#WKH#FRXQWU\#DOVR
VKRXOG#DEDQGRQ# WKH#VKHNHO#DQG#UHSODFH# LW#ZLWK#86#GROODUV1
7KLV#GLG#QRW#DSSHDU# WR#EH#D#YHU\# UDGLFDO#VXJJHVWLRQ#VLQFH/
GXULQJ#VHYHUDO#SHULRGV#RI#KLJK#DQG#XQVWDEOH#GRPHVWLF#LQIOD0
WLRQ/#WKH#86#GROODU#KDG#GHYHORSHG#LQWR#D#SDUDOOHO#FXUUHQF\#LQ
,VUDHO1# 5HWDLO# SULFHV#ZHUH# JLYHQ# LQ# GROODUV/#ZKLFK# FKDQJHG
UDUHO\/#DQG#VLPXOWDQHRXVO\# LQ#VKHNHOV/#ZKLFK#ZHUH#DGMXVWHG
IUHTXHQWO\1#%DQNV#DFFHSWHG#GROODU#GHSRVLWV#DQG#PDGH#GROODU
ORDQV1#1HYHUWKHOHVV/#WKH#UHFRPPHQGDWLRQ#FDXVHG#D#SROLWLFDO
XSURDU#DQG#ZDV#VRRQ#ZLWKGUDZQ1

7KH#EHQHILWV# IURP#GROODUL]DWLRQ#DUH#WKDW#WKH#FRXQWU\
XVLQJ#LW#QHYHU#IDFHV#FXUUHQF\#FULVHV1#,W#GRHV#QRW#KDYH#D#FHQWUDO
EDQN# WKDW# FDQ#PDQLSXODWH# WKH#PRQH\# VXSSO\# DQG# LQWHUHVW
UDWHV# LQ# UHVSRQVH# WR#GHPDQGV# IURP# LGHRORJLVWV#DQG#SROLWL0
FLDQV1#,Q#HIIHFW/#GROODUL]DWLRQ#FDXVHV#D#SHUPDQHQWO\#IL[HG#H[0
FKDQJH# UDWH1# ,W# WKHUHIRUH# EULQJV# DOO# RI# WKH# EHQHILWV# QRWHG
DERYH1# /LNH# WKH# FXUUHQF\0ERDUG# V\VWHP/#GROODUL]DWLRQ#GRHV
QRW#UHTXLUH# LQWHUQDWLRQDO#DJUHHPHQWV1#7KHUH# LV#QRWKLQJ#WKH
8QLWHG#6WDWHV#FRXOG#GR#LI#&DQDGD#UHSODFHG#LWV#RZQ#FXUUHQF\
ZLWK#86#GROODUV1



6JG (TCUGT +PUVKVWVG 6JG"%CUG"HQT"VJG"#OGTQ 49
7KH#PDLQ#GLVDGYDQWDJHV#RI#GROODUL]DWLRQ#DUH#WKDW#WKH
FRXQWU\#XVLQJ#LW#JLYHV#XS#LWV#VHLJQLRUDJH#DQG#LQIOXHQFH#RQ#LQ0
WHUHVW#UDWHV1#$V#QRWHG#DERYH/#&DQDGD·V#VHLJQLRUDJH#LQ#UHFHQW
\HDUV#KDV#EHHQ#DERXW#'518#ELOOLRQ#DQQXDOO\/#D# WLG\#VXP#EXW
RQO\#DERXW#418#SHUFHQW#RI#IHGHUDO#WD[#UHYHQXH1

+RZHYHU/#WKHUH#QRZ#H[LVW#SURSRVDOV#IRU#UHPRYLQJ#WKLV
GLVDGYDQWDJH/#ZKLFK# DSSHDUV# LQ# WZR#GLPHQVLRQV1#7KH# ILUVW
DULVHV#ZKHQ# WKH#GROODUL]DWLRQ#EHJLQV# DQG# D# FRXQWU\·V#RZQ
FXUUHQF\#LV#UHSODFHG#E\#GROODUV1#$#FRXQWU\#OLNH#&DQDGD#KDV#UH0
VHUYHV#RI#JROG#DQG#GROODUV#ODUJH#HQRXJK#WR#EX\#DOO#WKH#QHHGHG
86#QRWHV1#7R#KHOS#D#VRPHZKDW#OHVV#ZHDOWK\#FRXQWU\#OLNH#$U0
JHQWLQD/#5REHUW#%DUUR#+4<<<,#KDV#VXJJHVWHG#WKDW#WKH#$PHUL0
FDQ#JRYHUQPHQW#SURYLGH#WKH#GROODU#QRWHV#QHHGHG# LQ#UHWXUQ
IRU#DQ#HTXLYDOHQW#VXSSO\#RI#SHVRV#DV#FROODWHUDO1

7KH#VHFRQG#SUREOHP#DULVHV#IURP#WKH#FRQWLQXLQJ#QHHG
IRU#DGGLWLRQDO#GROODU#QRWHV#DV#WKH#HFRQRP\#JURZV1#,Q#D#UHSRUW
WR#WKH#8QLWHG#6WDWHV#&RQJUHVV/#WKH#-RLQW#(FRQRPLF#&RPPLW0
WHH#DQDO\]HG#WKH#LVVXH#DQG#UHFRPPHQGHG#WKDW#WKH#$PHULFDQ
JRYHUQPHQW#SD\#WR#D#FRXQWU\#OLNH#$UJHQWLQD#WKH#VKDUH#RI#WKH
WRWDO#$PHULFDQ#VHLJQLRUDJH# WKDW# LV#DWWULEXWDEOH# WR# WKH#QHZ
GROODU#QRWHV#XVHG#LQ#WKDW#FRXQWU\#+6FKXOHU#4<<<,1
,W#LV#SRVVLEOH#WKDW#WKH#$PHULFDQ#JRYHUQPHQW#ZRXOG#HQ0
WHU#LQWR#VHLJQLRUDJH#VKDULQJ#DJUHHPHQWV#ZLWK#&DQDGD#XQGHU
ZKLFK#LW#ZRXOG#DFFHSW#&DQDGLDQ#GROODUV#DV#FROODWHUDO#LQ#UHWXUQ
IRU#WKH#LQLWLDO#VXSSO\#DQG#SD\#VHLJQLRUDJH#DQQXDOO\#LQ#DFFRU0
GDQFH#ZLWK#&DQDGD·V#DGGLWLRQDO#KROGLQJV#RI#86#GROODUV1

1DWLRQDOLVWV#LQ#&DQDGD#ZRXOG#DOPRVW#FHUWDLQO\#RSSRVH
YHU\#VWURQJO\#WKH#RIILFLDO#GROODUL]DWLRQ#RI#WKH#GRPHVWLF#PRQ0
H\#VXSSO\#RQ#WKH#JURXQGV#WKDW#WKH#FXUUHQF\#LV#D#YHU\#LPSRU0
WDQW# V\PERO# RI# QDWLRQDO# VRYHUHLJQW\# DQG# LGHQWLW\1# ,W# LV
SRVVLEOH#WKDW#QDWLRQDOLVWV#ZRXOG#EH#DEOH#WR#PRELOL]H#HQRXJK
SROLWLFDO#RSSRVLWLRQ#WR#GROODUL]DWLRQ#WR#NLOO#WKH#SROLF\/#WKRXJK
$UJHQWLQLDQ#QDWLRQDOLVWV#DSSHDU#WR#KDYH#IDLOHG#LQ#WKHLU#HIIRUWV1
7KH#PDLQ#UHDVRQ#IRU#WKLV#UHVXOW#LQ#$UJHQWLQD#PD\#ZHOO#EH#WKDW
WKH#FRXQWU\# LV#VR#GROODUL]HG#SULYDWHO\#WKDW#PDNLQJ#WKH#SUR0
FHVV#RIILFLDO#DQG#FRPSOHWH#LV#QRW#D#ELJ#VWHS1

,Q#VXP/#WKH#DOWHUQDWLYH#PHWKRGV#IRU#FUHDWLQJ#WKH#EHQ0
HILWV#RI#D#PRQHWDU\#XQLRQ#KDYH#D#QXPEHU#RI#GHIHFWV#DQG#ED0
VLFDOO\# DUH# LQIHULRU# VXEVWLWXWHV1# ,I# D# &DQDGLDQ# FRQVHQVXV
HPHUJHV#WKDW#IOH[LEOH#H[FKDQJH#UDWHV#DUH#WR#EODPH#IRU#PDQ\
RI# WKH#FRXQWU\·V#HFRQRPLF# LOOV/#PRQHWDU\#XQLRQ# LV# WKH#SUH0
IHUUHG#DOWHUQDWLYH#LQVWLWXWLRQDO#DUUDQJHPHQW1



5QOG"1VJGT"+ORQTVCPV"+UUWGU
7UHDWLHV#DQG#LQWHUQDWLRQDO#DJUHHPHQWV#DUH#UHODWLYHO\#HDV\#WR
GLVFXVV#LQ#JHQHUDO#WHUPV#DQG#ZLWK#D#IRFXV#RQ#WKH#ODUJH#LVVXHV
LQYROYHG1#+RZHYHU/#RQFH#D#FRQVHQVXV#H[LVWV#DQG#LW#LV#GHFLGHG
WR#PRYH#DKHDG#ZLWK#WKH#VLJQLQJ#RI#VXFK#DJUHHPHQWV/#PDQ\
VPDOOHU#GHWDLOV#KDYH# WR#EH# VRUWHG#RXW1#:KLOH# WKH#GHYLOV# LQ
VXFK#GHWDLOV#GR#QRW#W\SLFDOO\#FKDQJH#WKH#FRQVHQVXV#DERXW#WKH
RYHUDOO#PHULW/#WKH\#QHHG#WR#EH#FRQVLGHUHG#FDUHIXOO\1#5DWLRQDO0
O\/#WKH\#VKRXOG#EH#LQFOXGHG#LQ#WKH#DQDO\VLV#RI#WKH#FRVWV#DQG
EHQHILWV#RI#WKH#RYHUDOO#SURSRVHG#DJUHHPHQW1#7KH# IROORZLQJ
VHFWLRQV#GLVFXVV#D#QXPEHU#RI#VXFK#VPDOOHU#LVVXHV1

*QY"YQWNF"VJG"XCNWG"QH"
VJG"COGTQ"FGVGTOKPGF!

7KHUH# DUH# VHYHUDO# DGYDQWDJHV# WR#PDNLQJ# WKH# DPHUR#ZRUWK
RQH#86#GROODU1#)LUVW/#WKH#FRVW#RI#FRQYHUVLRQ#ZRXOG#EH#PLQL0
PL]HG#VLQFH/#LQ#WKH#GRPLQDWLQJ/#ODUJH#$PHULFDQ#HFRQRP\/#DOO
ILQDQFLDO# DVVHWV/# OLDELOLWLHV/# DQG#RWKHU# FRQWUDFWV# UHPDLQ#XQ0
FKDQJHG1#7KH\#GR#QRW#KDYH#WR#EH#FRQYHUWHG#DQG#DFFRXQWLQJ
FKDQJHV#LQYROYH#RQO\#WKH#UHQDPLQJ#RI#WKH#FXUUHQF\1#6HFRQG/
86#GROODU#QRWHV#DQG#FRLQV#FRXOG#FRQWLQXH#WR#FLUFXODWH#DIWHU
WKH#LQWURGXFWLRQ#RI#WKH#FRPPRQ#FXUUHQF\1#7KH\#FRXOG#JUDG0
XDOO\#EH#UHSODFHG#E\#DPHUR#QRWHV#DQG#FRLQV#DV#WKH\#ZHDU#RXW1
7KLUG/#WKH#RSSRVLWLRQ#WR#WKH#DPHUR#E\#$PHULFDQV#ZRXOG#EH
PLQLPL]HG# DV# WKHLU# ILQDQFLDO# WUDQVDFWLRQV# DQG# DFFRXQWLQJ
ZRXOG#EH#YLUWXDOO\#XQFKDQJHG16<

%DVLF#HFRQRPLF#SULQFLSOHV#VXJJHVW#WKDW#ZLWK#WKH#DPH0
UR#ZRUWK#RQH#86#GROODU/#WKH#&DQDGLDQ#GROODU#FDQQRW#EH#HTXDO
WR#RQH#DPHUR#DOVR1#,#KDYH#HQFRXQWHUHG#SHUVRQV#ZKR#DUJXHG
WKDW#VXFK#D#FRQYHUVLRQ#UDWH#RI#RQH#IRU#RQH#LQ#&DQDGD#ZRXOG
EH#MXVW#DQG#WKDW#DQ\#RWKHU#UDWH#ZRXOG#EH#EDG#IRU#&DQDGD1#7KLV
DUJXPHQW#LV#IDOVH1#,I#WKH#WZR#GROODUV#ZHUH#FRQYHUWHG#DW#SDU/#LW
ZRXOG#EH#HTXLYDOHQW#WR#URXJKO\#D#GRXEOLQJ#RI#WKH#YDOXH#RI#WKH
&DQDGLDQ#DJDLQVW#WKH#86#GROODU1#$V#D#UHVXOW/#&DQDGD·V#WUDGH
ZRXOG#EH# LQ#YHU\# ODUJH#GHILFLW/#WKHUH#ZRXOG#EH#D#UHFHVVLRQ/
DQG#WKH#GRZQZDUG#SUHVVXUH#RQ#ZDJHV#ZRXOG#EH#YHU\#VWURQJ1
&DQDGD#ZRXOG#JR#WKURXJK#WKH#VDPH#GLIILFXOW#SURFHVV#HQFRXQ0
4

WHUHG#E\#*HUPDQ\/#ZKLFK/#XSRQ# UHXQLILFDWLRQ#ZLWK# WKH# IRU0
PHUO\#FRPPXQLVW#SDUW#RI#WKH#FRXQWU\/#GHFLGHG#WKDW#DOO#ZDJHV
DQG#SULFHV#WKHUH#ZRXOG#EH#FRQYHUWHG#DW#D#UDWH#RI#RQH#(DVW
*HUPDQ#IRU#RQH#:HVW#*HUPDQ#GHXWVFKHPDUN1#7KH#PDUNHW#H[0
FKDQJH#UDWH#EHWZHHQ#WKH#WZR#FXUUHQFLHV#ZDV#DERXW#VL[#(DVW
*HUPDQ#GHXWVFKHPDUN#WR#RQH#:HVW#*HUPDQ#GHXWVFKHPDUN1
7KH#RIILFLDO#PRWLYDWLRQ#EHKLQG#WKLV#SROLF\#ZDV#WKDW#LW#ZRXOG
SUHYHQW#PDVVLYH#PLJUDWLRQ#WR#:HVW#*HUPDQ\#E\#ZRUNHUV#DW0
WUDFWHG#WR#KLJKHU#ZDJHV#WKHUH1#,Q#WKH#DGRSWLRQ#RI#WKH#SROLF\/
DQ#LPSRUWDQW#UROH#ZDV#XQGRXEWHGO\#DOVR#SOD\HG#E\#WKH#SUHV0
VXUH#RI#XQLRQV# DQG#HPSOR\HUV# LQ#:HVW#*HUPDQ\/#ZKR#KDG
IHDUHG#WKDW#ORZ#ZDJHV#LQ#(DVW#*HUPDQ\#ZRXOG#FDXVH#´XQIDLUµ
FRPSHWLWLRQ#DQG#WKUHDWHQ#OLYLQJ#VWDQGDUGV#LQ#:HVW#*HUPDQ\1

,W#LV#LURQLF#WKDW#WKH#SROLF\#DGRSWHG#UHGXFHG#:HVW#*HU0
PDQ\·V# OLYLQJ#VWDQGDUGV#PRUH#VLJQLILFDQWO\#DQG#IRU#D# ORQJHU
SHULRG#WKDQ#ZRXOG#KDYH#RFFXUUHG#LI#ZDJHV#DQG#SULFHV#LQ#WKH
(DVW#*HUPDQ\#KDG#LQLWLDOO\#EHHQ#ORZHU#WKDQ#WKRVH#LQ#WKH#:HVW
*HUPDQ\1#%HFDXVH#RI# WKH#SROLF\#DGRSWHG/# LW#ZDV#QHFHVVDU\
QRW#RQO\# WR# LQYHVW# ODUJH# UHVRXUFHV# LQ#XSJUDGLQJ# WKH# LQIUD0
VWUXFWXUH# LQ#(DVW#*HUPDQ\#DQG# LQ#EDLOLQJ#RXW# LWV#XQIXQGHG
SHQVLRQ#V\VWHP1#%XW/#DV#HFRQRPLVWV#KDG#SUHGLFWHG³WKLV# LV
PRVW# UHOHYDQW# WR# WKH# FXUUHQW# DQDO\VLV³DGGLWLRQDO#PDVVLYH
WUDQVIHUV#ZHUH#QHFHVVDU\#WR#NHHS#WKH#HFRQRP\#RI#WKH#IRUPHU
(DVW#*HUPDQ\#IXQFWLRQLQJ#DW#DOO#DQG#XQHPSOR\PHQW#UDWHV#DW
D#VRFLDOO\#DFFHSWDEOH#OHYHO1#)LYH#\HDUV#DIWHU#WKH\#EHJDQ/#WKH
VXEVLGLHV# WR# ODERXU#DQG# FDSLWDO#DUH#FRQWLQXLQJ# WR# IORZ#EH0
FDXVH#WKH#ZDJHV#SDLG#VWLOO#H[FHHG#WKH#SURGXFWLYLW\#RI#ODERXU1
3ULYDWH#FDSLWDO#VWLOO#KDV#IHZ#LQFHQWLYHV#WR#PDNH#XQVXEVLGL]HG
LQYHVWPHQWV#LQ#(DVW#*HUPDQ\1

0RVW#LPSRUWDQW/#WR#ILQDQFH#WKHVH#WUDQVIHUV/#:HVW#*HU0
PDQ\#KDG#WR#UDLVH#DOUHDG\#KLJK#UDWHV#RI#WD[DWLRQ1#$V#D#UHVXOW/
WKH#HFRQRPLF#SHUIRUPDQFH#RI#DOO#RI#*HUPDQ\#KDV#EHHQ#SRRU
DQG#WKHUH# LV#QR#HDUO\#SURVSHFW#IRU# LPSURYHPHQW1#7KHUH#DUH
LPSRUWDQW# XQUHVROYHG# TXHVWLRQV# DERXW# WKH# IXWXUH1#:LOO# LW
HYHU#EH#SRVVLEOH#WR#VWRS#WKH#VXEVLGLHV#WKDW#KDYH#EHHQ#EXLOW
LQWR#WKH#HFRQRPLF#VWUXFWXUH#DQG#DUH#WKUHDWHQLQJ#WR#EHFRPH
FRQVLGHUHG#D#ULJKW"#&DQDGLDQV#DUH#IDPLOLDU#ZLWK#WKH#HIIHFWV#RI
FRQWLQXRXV#ODUJH#WUDQVIHUV#WR#WKH#$WODQWLF#SURYLQFHV#DQG#WKH
UHVXOWDQW#GHSHQGHQF\#RI#WKH#UHJLRQ#RQ#VXFK#VXSSRUW1#&KDQF0
:



6JG (TCUGT +PUVKVWVG 6JG"%CUG"HQT"VJG"#OGTQ 4;
HV#DUH#WKDW#WKH#VDPH#FRQGLWLRQV#ZLOO#GHYHORS#LQ#PXFK#RI#WKH
HDVWHUQ#SDUW#RI#*HUPDQ\1#

)RU#HFRQRPLF#UHDVRQV/#WKH#YDOLGLW\#RI#ZKLFK#LV#HYLGHQW
IURP#WKH#*HUPDQ#H[SHULHQFH/#WKH#&DQDGLDQ#GROODU#ZLOO#KDYH
WR#EH#YDOXHG#DW#D#UDWH#WKDW#GRHV#QRW#DIIHFW#&DQDGD·V#LQWHUQD0
WLRQDO#FRPSHWLWLYHQHVV# LQ#WKH# ORQJHU#UXQ1#6XFK#DQ#HIILFLHQW
UDWH#RI#H[FKDQJH#E\#GHILQLWLRQ#ZRXOG#OHDYH#XQFKDQJHG#&DQD0
GD·V#H[SRUWV/#LPSRUWV/#LQWHUHVW#UDWHV/#FDSLWDO#LQIORZV#DQG#RXW0
IORZV/#SURGXFWLRQ/#HPSOR\PHQW/#DQG#XQHPSOR\PHQW1

8QIRUWXQDWHO\/# LW# LV#GLIILFXOW#WR#GHWHUPLQH# LQ#SUDFWLFH
ZKDW#VXFK#DQ#RSWLPDO#UDWH#RI#H[FKDQJH#ZRXOG#EH1#7KH#PDU0
NHW#H[FKDQJH#UDWH#LV#RQO\#DQ#LPSHUIHFW#JXLGH#VLQFH#LW#LV#GLV0
WRUWHG# IUHTXHQWO\# E\# WHPSRUDU\/# RIWHQ# VSHFXODWLYH/# VKRUW0
WHUP#FDSLWDO#IORZV#DQG#UDQGRP#LQIOXHQFHV#RQ#WUDGH#LQ#JRRGV
DQG#VHUYLFHV1

,Q#(XURSH/#FRQYHUVLRQ#UDWHV#ZHUH#HVWDEOLVKHG#JUDGXDO0
O\# GXULQJ# D# SHULRG# RI# WHQ# \HDUV# OHDGLQJ# XS# WR# WKH#RIILFLDO
DGRSWLRQ#RI#WKH#HXUR#RQ#-DQXDU\#4/#4<<<1#'XULQJ#WKLV#SHULRG/
FRXQWULHV#SURJUHVVLYHO\#FR0RUGLQDWHG#WKHLU#GRPHVWLF#PRQH0
WDU\#DQG# ILVFDO#SROLFLHV1#,QFUHDVLQJO\#VWULFWHU#UXOHV#ZHUH#DS0
SOLHG#WR#FRXQWULHV#RI#WKH#(XURSHDQ#8QLRQ#DVSLULQJ#WR#PHP0
EHUVKLS# LQ# WKH# FXUUHQF\# XQLRQ#ZLWK# UHVSHFW# WR# DFFHSWDEOH
LQIODWLRQ/#GHILFLWV/#DQG#GHEWV1#7KLV#SURFHVV#UHVXOWHG#LQ#JURZ0
LQJ# H[FKDQJH0UDWH# VWDELOLW\# DQG# XOWLPDWHO\# SURGXFHG# WKH
UDWHV# IRU# FRQYHUVLRQ# LQWR# WKH# HXUR173#:H#PLJKW# H[SHFW# D
VLPLODU/# OHQJWK\# SURFHVV/# VD\/# ILYH# WR# WHQ# \HDUV/# RI# FR0
RUGLQDWLRQ#RI#PRQHWDU\#DQG#ILVFDO#SROLFLHV#WR#UHVXOW#LQ#PRUH
VWDEOH# H[FKDQJH# UDWHV# DPRQJ# WKH# FRXQWULHV# RI# 1RUWK
$PHULFD/#ZKLFK#ZRXOG# UHIOHFW#QDWLRQDO# FRPSHWLWLYHQHVV# DV
GHILQHG# DERYH/# UDWHV# DW#ZKLFK# WKH# ILQDO# FRQYHUVLRQ#ZRXOG
WDNH#SODFH1

,W#VKRXOG#EH#QRWHG/#KRZHYHU/#WKDW#LW#LV#QRW#RYHUO\#LP0
SRUWDQW#WKDW#WKH#H[FKDQJH#UDWH#XVHG#IRU#WKH#LQLWLDO#FRQYHUVLRQ
LV#SUHFLVHO\#HTXDO#WR#WKH#WKHRUHWLFDO#RSWLPXP1#$#GHYLDWLRQ#RI
SHUKDSV# WZR#SHUFHQW# WR# WKUHH#SHUFHQW# IURP# WKDW#RSWLPXP
ZRXOG# SUREDEO\#EH# HOLPLQDWHG# TXLFNO\# WKURXJK#QRUPDO# LQ0
FUHDVHV#LQ#WUDGH#DQG#SURGXFWLYLW\/#ZLWKRXW#UHTXLULQJ#FKDQJHV
WR#FXUUHQW#UDWHV#RI#SD\1#

7KH#H[WHUQDO#YDOXH#RI#WKH#DPHUR#DJDLQVW#WKH#HXUR/#WKH
<HQ/#DQG#RWKHU#FXUUHQFLHV#ZLOO#EH#GHWHUPLQHG# LQ#WKH#ORQJHU
UXQ#E\#SULFHV/#LQFRPH/#DQG#SURGXFWLYLW\#LQ#WKH#DPHUR#UHJLRQ
UHODWLYH#WR#WKRVH#LQ#WKH#RWKHU#]RQHV1#&KDQFHV#DUH#WKDW#WKH#H[0
FKDQJH#UDWHV#ZLWK#WKHVH#ODUJH#WUDGLQJ#EORFNV#ZLOO#EH#FORVH#WR
WKRVH#SUHYDLOLQJ#DJDLQVW#WKH#86#GROODU#LQ#WKH#SHULRG#SUHFHG0
LQJ#WKH#XQLRQ/#VLPSO\#EHFDXVH#WKH#WUDGH#DQG#FDSLWDO#IORZV#RI
WKH#8QLWHG#6WDWHV#ZLOO#EH#RI#RYHUZKHOPLQJ#LPSRUWDQFH#LQ#WKH
DFWLYLWLHV#RI#WKH#DPHUR#]RQH1

'XULQJ#WKH#SHULRG#EHIRUH#WKH#XQLRQ#LV#FUHDWHG/#VSHFX0
ODWRUV#PD\#GLVWRUW#WKH#HTXLOLEULXP#GROODU#H[FKDQJH#UDWH1#&\0
FOLFDOO\# ORZ# RU# KLJK# LQWHUHVW# UDWHV# GHVLJQHG# WR# PLQLPL]H
XQHPSOR\PHQW#RU#LQIODWLRQDU\#SUHVVXUHV#PLJKW#UHVXOW#LQ#FDS0
LWDO#IORZV#DQG#FRUUHVSRQGLQJO\#GLVWRUWHG#YDOXH#RI#WKH#GROODU1
:H#PLJKW# VHH# D# UHSHWLWLRQ#RI# WKH#H[SHULHQFH#RI# WKH#HXUR/
ZKLFK# VWDUWHG# OLIH# DW# 414;# DJDLQVW# WKH# 86# GROODU# EXW/# VL[
PRQWKV#ODWHU/#KDG#IDOOHQ#WR#QHDU#SDULW\1

1HYHUWKHOHVV/# MXVW#DV#QR#VLJQLILFDQW#WHQVLRQV#DQG#GH0
PDQGV#IRU#FKDQJH#RI#WKDW#GROODU0WR0HXUR#H[FKDQJH#UDWH#KDYH
GHYHORSHG#VLQFH#LWV#IDOO#DJDLQVW#WKH#GROODU/#VR#ZH#PD\#H[SHFW
WKDW#WKH#DPHUR·V#YDOXH#ZLOO#EH#UHODWLYHO\#XQLPSRUWDQW#IRU#WKH
DPHUR#]RQH1#7KH#EXON#RI#WKH#WUDGH#RI#&DQDGD/#0H[LFR/#DQG
WKH#8QLWHG#6WDWHV#ZLOO#EH#ZLWK#HDFK#RWKHU#DQG#ZLOO#QRW#EH#LQ0
IOXHQFHG#E\#WKH#H[WHUQDO#YDOXH#RI#WKH#DPHUR1#,Q#4<<</#IXOO\#;3
SHUFHQW#RI#&DQDGD·V# WUDGH#ZDV#ZLWK# WKH#8QLWHG#6WDWHV#DQG
PRQHWDU\#XQLRQ#ZRXOG#LQFUHDVH#WKLV#ILJXUH#HYHQ#PRUH1

7KH#DGYDQWDJH#RI#WKLV#UHODWLYH# LQGHSHQGHQFH#RI#HFR0
QRPLF#FRQGLWLRQV#LQ#WKH#DPHUR#]RQH#IURP#WKH#YDOXH#RI#WKH#UH0
JLRQ·V#FXUUHQF\#LV/#RI#FRXUVH/#RQH#RI#WKH#PDMRU#EHQHILWV1#,W#ZLOO
DOORZ# WKH#1RUWK#$PHULFDQ#FHQWUDO#EDQN# WR#PDNH#PRQHWDU\
SROLF\#ZLWK#SULFH#VWDELOLW\#DV#LWV#PRVW#LPSRUWDQW#SROLF\#REMHF0
WLYH#ZKLOH#WKH#H[FKDQJH#UDWH#LV#JLYHQ#HYHQ#OHVV#FRQVLGHUDWLRQ
WKDQ#LW#KDV#EHHQ#E\#WKH#)HGHUDO#5HVHUYH#VLQFH#WKH#4<:3V1

2QNKVKECN"CEEQWPVCDKNKV[."KPFGRGPFGPEG."
CPF"GUECRG"ENCWUGU

,Q#WKH#GHVFULSWLRQ#RI#WKH#LQVWLWXWLRQV#RI#WKH#SURSRVHG#PRQH0
WDU\#XQLRQ/#,#QRWHG#WKH#UHTXLUHPHQW#WKDW#WKH#FHQWUDO#EDQN#ZLOO
EH# LQGHSHQGHQW# IURP# SROLWLFDO# LQIOXHQFHV# DQG# UHTXLUHG# WR
SXUVXH#RQO\#VWDEOH#SULFHV/#QRW#IXOO#HPSOR\PHQW1#6XFK#DQ#LQ0
VWLWXWLRQDO# DUUDQJHPHQW# UDLVHV# LPSRUWDQW# TXHVWLRQV# DERXW
DFFRXQWDELOLW\1# ,Q#GHPRFUDFLHV/#DOO#JRYHUQPHQW# LQVWLWXWLRQV
DUH#VXEMHFW# WR#FRQWURO#DQG#FKDQJH#E\# OHJLVODWXUHV# LI# FRQGL0
WLRQV#ZDUUDQW1# ,I# WKH# LQGHSHQGHQFH# RI# VXFK# LQVWLWXWLRQV# LV
SURWHFWHG#E\#FRQVWLWXWLRQDO#FODXVHV/#FKDQJHV#DUH#PRUH#GLIIL0
FXOW1#%XW/#LQ#WKH#FDVH#RI#WUXH#HPHUJHQFLHV/#DV#PLJKW#EH#FDXVHG
E\#QDWXUDO#GLVDVWHUV/#ZDU/#RU#VHULRXV#DQG#SURORQJHG#HFRQRPLF
GLVORFDWLRQV/#ZH#PD\#H[SHFW#OHJLVODWXUHV#WR#DVVHUW#WKHLU#GRP0
LQDQFH1

7KH#LQGHSHQGHQFH#RI#RWKHU#LQVWLWXWLRQV#OLNH#WKH#:RUOG
7UDGH# 2UJDQL]DWLRQ# DQG# WKH# 1RUWK# $PHULFDQ# )UHH# 7UDGH
$JUHHPHQW#LV#DOVR#OHVV#WKDQ#FRPSOHWH1#:KHQ#WKH#QDWLRQDO#LQ0
WHUHVW# LV# WKUHDWHQHG#HQRXJK/# UXOHV#JRYHUQLQJ# WUDGH#FDQ#EH
VXVSHQGHG#E\#WKH#LQYRFDWLRQ#RI#´HVFDSH#FODXVHVµ#E\#DQ\#VLJ0
QDWRU\#QDWLRQ1#7KHUH#DUH#VSHFLDO#SURYLVLRQV#XQGHU#ZKLFK#VXFK
WKUHDWV#WR#WKH#QDWLRQDO#LQWHUHVW#FDQ#EH#WDNHQ#WR#DJUHHG0XSRQ
WULEXQDOV#DQG#SURFHVVHV#IRU#DGMXGLFDWLRQ1



52 %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
7KH#HVFDSH#FODXVHV#DQG#DGMXGLFDWLRQ#SURFHGXUHV#XQ0
GHU#WKH#:RUOG#7UDGH#2UJDQL]DWLRQ#DQG#WKH#1RUWK#$PHULFDQ
)UHH#7UDGH#$JUHHPHQW#KDYH/#LQ#WKH#YLHZ#RI#PDQ\#&DQDGLDQV/
EHHQ#LQYRNHG#WRR#RIWHQ#DQG#KDYH#GDPDJHG#WKH#FUHGLELOLW\#RI
WKHVH#WUHDWLHV1#0XFK#RI#WKLV#FULWLFLVP#LV#IRFXVHG#RQ#WKH#VRIW0
ZRRG# OXPEHU# DJUHHPHQW# EHWZHHQ#&DQDGD# DQG# WKH#8QLWHG
6WDWHV#DQG#$PHULFDQ#TXRWDV#RQ#&DQDGLDQ#VWHHO#H[SRUWV1#2WKHU
WUDGH#GLVSXWHV#SHULRGLFDOO\#DUH#GLVFXVVHG#ZLGHO\#LQ#WKH#&DQD0
GLDQ#PHGLD/#DOPRVW#DOZD\V#ZLWK#WKH#VXJJHVWLRQ#WKDW#&DQDGLDQ
LQWHUHVWV#DUH#EDWWHUHG#E\#WKH#8QLWHG#6WDWHV#JRYHUQPHQW1#

$V#LW#WXUQV#RXW/#&DQDGD#KDV#ODXQFKHG#PRUH#FRPSODLQWV
DERXW#XQIDLU#WUDGH#SUDFWLFHV#DQG#LQMXU\#WR#LQGXVWU\#WKDQ#KDV
WKH#8QLWHG#6WDWHV1#7KH#UXOLQJV#LQ#WKH#VRIWZRRG#OXPEHU#FDVH
DQG#VWHHO#ZHQW#DJDLQVW#&DQDGD#EXW#PDQ\#ZHQW#DJDLQVW# WKH
8QLWHG#6WDWHV1#,W#LV#MXVW#WKDW#WKH#ODWWHU#DUH#QHYHU#GLVFXVVHG#LQ
WKH#&DQDGLDQ#PHGLD1

0RVW#LPSRUWDQW#DERXW#WKHVH#UXOLQJV#DQG#WKH#RSHUDWLRQ
RI#WKH#PHFKDQLVP#IRU#UHVROYLQJ#WUDGH#GLVSXWHV#DUH#WZR#IDFWV1
)LUVW/#WKH#DPRXQW#RI#WUDGH#LQYROYHG#LQ#WKHVH#GLVSXWHV#LV#RQO\
D#YHU\#VPDOO#IUDFWLRQ#RI#WKH#WRWDO1#6HFRQG/# LI#WKHUH#ZHUH#QR
VXFK#PHFKDQLVP# WKH# EDVLF# SUREOHPV# JLYLQJ# ULVH# WR# WKHP
ZRXOG#VWLOO#H[LVW#DQG#OHDG#WR#PXFK#PRUH#GLVUXSWLYH/#RIWHQ#XQL0
ODWHUDO/#DFWLRQV#E\#DXWKRULWLHV#ZDQWLQJ# WR#SURWHFW# WKHLU#QD0
WLRQDO# LQWHUHVW1#7KH#UHVROXWLRQ#RI#WKHVH#FRQIOLFWV#WKURXJK#D
ZHOO0GHILQHG#SURFHVV#EDVHG#RQ#WKH#UXOH#RI#ODZ#LV#PXFK#VXSH0
ULRU#WR#WKH#DOWHUQDWLYH1

,W#LV#DOPRVW#FHUWDLQ#WKDW#WKH#SURSRVHG#1RUWK#$PHULFDQ
0RQHWDU\#8QLRQ#ZLOO#FRQWDLQ#SURYLVLRQV#PXFK#OLNH#WKRVH#FRQ0
WDLQHG#LQ#WKH#IUHH#WUDGH#DJUHHPHQWV1#7KH\#ZLOO#DOORZ#WKH#UH0
DVVHUWLRQ# RI# QDWLRQDO# VRYHUHLJQW\# XQGHU# H[FHSWLRQDO
FLUFXPVWDQFHV1#7KHVH#ZLOO#DOPRVW#FHUWDLQO\# LQFOXGH#D#SURFH0
GXUH#E\#ZKLFK#D#FRXQWU\#FDQ#OHDYH#WKH#XQLRQ/#UH0FUHDWH#D#QD0
WLRQDO# FHQWUDO# EDQN# DQG# UH0DVVHUW# LWV# QDWLRQDO# PRQHWDU\
VRYHUHLJQW\1# 7KHUH# ZLOO# EH# UXOHV# DQG# GLVSXWH# VHWWOHPHQW
PHFKDQLVPV#WR#GHDO#ZLWK#FRPSODLQWV#IURP#PHPEHUV#WKDW#WKH
RSHUDWLRQ#RI#WKH#DPHUR#V\VWHP#KDV#FDXVHG#WKHP#KDUP1#6XFK
D#VHWWOHPHQW#SURFHGXUH#PLJKW#GHDO#ZLWK#WKH#GLVWULEXWLRQ#RI
VHLJQLRUDJH#IURP#WKH#LVVXDQFH#RI#FXUUHQF\/#WKH#FRVWV#DQG#EHQ0
HILWV#RI#WKH#1RUWK#$PHULFDQ#&HQWUDO#%DQN#IURP#LWV#IXQFWLRQ#DV
WKH#OHQGHU#RI#ODVW#UHVRUW/#WKH#HIIHFWV#RI#RSHQ0PDUNHW#RSHUD0
WLRQV#LQ#GLIIHUHQW#GHEW#REOLJDWLRQV#RQ#WKH#OLTXLGLW\#DQG#LQWHU0
HVW# UDWHV# LQ# QDWLRQDO# FDSLWDO# PDUNHWV# DQG# RWKHU# UDWKHU
WHFKQLFDO#PDWWHUV1

+RZHYHU/# WKH#PRQHWDU\#XQLRQ#DJUHHPHQW#ZLOO# IDFH#D
WUDGH0RII#HQFRXQWHUHG#LQ#WKH#GHVLJQ#RI#DOO#LQWHUQDWLRQDO/#FR0
RSHUDWLYH#RUJDQL]DWLRQV1#7KHUH#KDV#WR#EH#D#GHOLFDWH#EDODQFH
EHWZHHQ/#RQ#WKH#RQH#KDQG/#JLYLQJ#WKH#FHQWUDO#EDQN#IUHHGRP
IURP# SROLWLFDO# LQIOXHQFH# DQG/# RQ# WKH# RWKHU/#PDNLQJ# LW# XOWL0
PDWHO\# DFFRXQWDEOH# WR#SROLWLFLDQV# LI# FRQGLWLRQV#GHPDQG# LW1
7KLV#GHOLFDWH#EDODQFH#LV#QRW#HDV\#WR#DFKLHYH#EXW#H[SHULHQFH
ZLWK#RWKHU#LQWHUQDWLRQDO#DJUHHPHQWV#KDV#VKRZQ#WKDW#LW#LV#SRV0
VLEOH#WR#GR#VR1

&GRQUKV"KPUWTCPEG"CPF"
NGPFGT"QH"NCUV"TGUQTV

2QH# LPSRUWDQW# IXQFWLRQ# RI# JRYHUQPHQWV# WKURXJKRXW# WKH
ZRUOG#KDV#EHHQ# WR#SUHYHQW# ILQDQFLDO#FULVHV# WKDW# LQ# WKH#SDVW
KDYH#RIWHQ#VSLOOHG#RYHU#LQWR#WKH#UHDO#HFRQRP\/#FDXVLQJ#UHFHV0
VLRQV# DQG# XQHPSOR\PHQW1# +LVWRULFDOO\/# VXFK# FULVHV# VWDUWHG
ZKHQ#D#EDQN#ZDV#LQ#ILQDQFLDO#WURXEOH/#ZKLFK#LQ#WXUQ#LQGXFHG#D
UXQ#RQ#WKH#EDQN#E\#GHSRVLWRUV#ZKR#ZDQWHG#WR#ZLWKGUDZ#WKHLU
PRQH\1#$V#WKH#EDQN#LQ#WURXEOH#DWWHPSWHG#WR#FRQYHUW#LWV#DVVHWV
LQWR#FDVK#DQG#FDOO# LQ# ORDQV/# WKH#SULFHV#RI#VHFXULWLHV#FUDVKHG
DQG#ERUURZHUV#ZHUH# IRUFHG# LQWR# EDQNUXSWF\1# 7KHVH# HYHQWV
WKHQ#DIIHFWHG#RYHUDOO#HFRQRPLF#FRQGLWLRQV1#2WKHU#EDQNV#IDFHG
FDVK#ZLWKGUDZDOV#DQG#WKH#QHHG#WR#FRQYHUW#WKHLU#DVVHWV# LQWR
FDVK1#7KH#SURFHVV#LQYROYHG#DQ#HYHU0ODUJHU#QXPEHU#RI#ILQDQFLDO
LQVWLWXWLRQV#DQG# ILUPV# LQ# WKH#HFRQRP\1#8QHPSOR\PHQW# DQG
HFRQRPLF#WXUPRLO#EURXJKW#PXFK#KDUGVKLS#WR#WKH#SXEOLF1

$IWHU# PDQ\# \HDUV# RI# H[SHULPHQWDWLRQ# JRYHUQPHQWV
KDYH#GHYHORSHG#WZR# OLQHV#RI#GHIHQFH#DJDLQVW#VXFK#ILQDQFLDO
FULVHV1#)LUVW/#WKH#QDWLRQDO#FHQWUDO#EDQN#LV#FKDUJHG#ZLWK#OHQG0
LQJ#EDQNV#FDVK#VR#WKDW#WKH\#FDQ#PHHW#WKH#GHPDQGV#RI#GHSRV0
LWRUV1# ,Q# SUDFWLFH/# WKH# FHQWUDO# EDQN# WDNHV# PDUNHWDEOH
VHFXULWLHV#DQG#QRWHV#DV# FROODWHUDO# IRU#VXFK# ORDQV1#$V# LW#KDV
WXUQHG#RXW/#DIWHU#WKH#FHQWUDO#EDQN·V#IXQFWLRQ#DV#WKH#OHQGHU#RI
ODVW#UHVRUW#KDG#ZRUNHG#VXFFHVVIXOO\#GXULQJ#D#QXPEHU#RI#FUL0
VHV/#WKH#SXEOLF#QR#ORQJHU#PDGH#D#UXQ#RQ#EDQNV1#6LQFH#WKH\
QRZ#NQRZLQJ#WKDW#WKH\#FDQ#JHW#WKHLU#FDVK#DQ\#WLPH#WKH\#ZDQW
LW/#WKH#SXEOLF#GHFLGHG#WKDW#LW#UHDOO\#GLG#QRW#ZDQW#LW1

$#VHFRQG# OLQH#RI#GHIHQFH#DJDLQVW# ILQDQFLDO#FULVHV#KDV
EHHQ# WKH# FUHDWLRQ# RI# GHSRVLW# LQVXUDQFH# V\VWHPV1# ,Q# VRPH
FRXQWULHV/# WKH\# DUH# DGPLQLVWHUHG# E\# VHSDUDWH# JRYHUQPHQW
DJHQFLHV/#LQ#RWKHUV/#WKH\#DUH#KDQGOHG#E\#WKH#FHQWUDO#EDQN1#,Q
HLWKHU# FDVH/#EDQNV#SD\# WR# WKH# GHSRVLW# LQVXUDQFH# DXWKRULW\
VPDOO#DQQXDO#SUHPLXPV#RQ#WKH#GHSRVLWV#WKH\#KROG1#,Q#UHWXUQ/
WKLV#DXWKRULW\#SD\V#RXW# WR#GHSRVLWRUV# WKHLU#EDODQFHV³QRU0
PDOO\#XS#WR#D#FHUWDLQ#OLPLW³HYHQ#LI#WKHLU#EDQN#JRHV#EDQNUXSW1
6XFK#IDLOLQJ#EDQNV#DUH#WKHQ#WDNHQ#RYHU#E\#WKH#LQVXUDQFH#DX0
WKRULW\#DQG#LWV#DVVHWV#DUH#OLTXLGDWHG#VORZO\#WR#SUHYHQW#XSVHW0
WLQJ# WKH#PDUNHW1# 7KH# JUHDWHU# WKH# UHFRYHUHG# YDOXH# RQ# WKH
IDLOHG#EDQN·V#DVVHWV/#WKH#VPDOOHU#LV#WKH#DXWKRULW\·V#QHW#FRVW#RI
SD\LQJ#RXW# WKH#GHSRVLWRUV1#$V# LQ# WKH# FDVH# RI# WKH# OLTXLGLW\
JXDUDQWHH/#WKH#GHSRVLW# LQVXUDQFH#KDV#KHOSHG#JUHDWO\# LQ#WKH
SUHYHQWLRQ#RI#HFRQRP\0ZLGH#ILQDQFLDO#FULVHV1#



6JG (TCUGT +PUVKVWVG 6JG"%CUG"HQT"VJG"#OGTQ 53
+RZHYHU/#WKH#YHU\#H[LVWHQFH#RI#WKH#GHSRVLW#LQVXUDQFH
KDV#EHFRPH#D#PRUDO#KD]DUG#WKDW#KDV#LQGXFHG#EDQNV#WR#PDNH
ULVNLHU#ORDQV#EULQJLQJ#KLJKHU#UHWXUQV1#'HSRVLWRUV#DUH#DWWUDFW0
HG#WR#WKH#KLJKHU#LQWHUHVW#UDWHV#WKH\#FDQ#HDUQ#IURP#VXFK#EDQNV
DQG# WKH\# GR# QRW# FDUH# DERXW# WKH# ULVNLQHVV# RI# WKHLU# LQYHVW0
PHQWV1#:KDWHYHU#KDSSHQV#WR#VXFK#EDQNV/# WKH\#ZLOO#UHFHLYH
EDFN# WKHLU#GHSRVLWV# IURP# WKH# LQVXUDQFH# DXWKRULW\1#7R# OLPLW
PRUDO#KD]DUG#DQG# LWV#HIIHFW#RQ# WKH#HFRQRP\/#JRYHUQPHQWV
KDYH#UHJXODWHG#EDQNV#DQG#FUHDWHG#SRZHUIXO#VXSHUYLVRU\#DX0
WKRULWLHV1#$V#D#UHVXOW/#EDQNV#KDYH#WR#PDLQWDLQ#FHUWDLQ#UDWLRV#RI
HTXLW\#WR#ORDQV#DQG#PXVW#SXEOLVK#ILQDQFLDO#UHSRUWV#WKDW#SUR0
YLGH#LQIRUPDWLRQ#QHHGHG#E\#WKH#SXEOLF#WR#DVVHVV#HDFK#EDQN·V
ILQDQFLDO#FRQGLWLRQ1#

,PSRUWDQWO\/#WKHUH#DUH#DOVR#OLPLWV#RQ#WKH#VL]H#RI#WKH
GHSRVLWV#LQVXUHG1#(FRQRPLVWV#KDYH#ORQJ#DUJXHG#WKDW#LQ#WKH
8QLWHG#6WDWHV#DQG#&DQDGD#WKHVH#OLPLWV#DUH#WRR#KLJK#DQG#UH0
GXFH#LQFHQWLYHV#IRU#WKH#SXEOLF#WR#NHHS#LQIRUPHG#DERXW#WKH
ILQDQFLDO#FRQGLWLRQV#RI#WKHLU#EDQNV1#(FRQRPLVWV·#UHFRPPHQ0
GDWLRQV# KDYH# EHHQ# GLVUHJDUGHG# E\# SROLWLFLDQV#ZKR# LQVLVW
WKDW#WKH#KLJK#OHYHOV#RI#LQVXUDQFH#DUH#QHHGHG#WR#SURWHFW#IL0
QDQFLDOO\#QDLYH#GHSRVLWRUV1#)LQDQFLDO#LQVWLWXWLRQV#KDYH#VXS0
SRUWHG#SROLWLFLDQV/#QR#GRXEW#EHFDXVH#WKH#LQVXUDQFH#RI#ODUJH
GHSRVLWV#ZDV#LQ#WKHLU#LQWHUHVW1#(FRQRPLVWV#EODPH#WKHVH#FRQ0
GLWLRQV# IRU#D#QXPEHU#RI#EDQN# IDLOXUHV# WKDW#KDYH#RFFXUUHG
ZLWK#VRPH#IUHTXHQF\#LQ#&DQDGD#DQG#WKH#8QLWHG#6WDWHV#GXU0
LQJ#WKH#ODVW#53#\HDUV1#:KLOH#WKHVH#HYHQWV#GLG#QRW#UHVXOW#LQ
ZLGH0VSUHDG#ILQDQFLDO#FULVHV/#WKH\#GLG#SXW#KHDY\#EXUGHQV#RQ
WKH#GHSRVLW#LQVXUHUV1

,Q#VRPH#LQVWDQFHV/#OLNH#WKH#EDQNUXSWF\#RI#D#ODUJH#QXP0
EHU#RI# VDYLQJV# DQG# ORDQV# DVVRFLDWLRQV# LQ#7H[DV# GXULQJ# WKH
4<;3V/#WKH#YDOXH#RI#ORDQV#RQ#UHDO#HVWDWH#DVVHWV#KHOG#E\#EDQNV
IHOO#VR#PXFK#WKDW#WKH#$PHULFDQ#GHSRVLW#LQVXUDQFH#DJHQF\#KDG
WR#EH#JLYHQ#ELOOLRQV#RI#GROODUV#E\#WKH#JRYHUQPHQW#WR#PHHW#LWV
REOLJDWLRQV#WR#GHSRVLWRUV1#7D[SD\HUV# LQ#HIIHFW#VXIIHUHG#DV#D
UHVXOW#RI#LQDGHTXDWH#GHSRVLW#LQVXUDQFH#SURYLVLRQV#DQG#EDQN
VXSHUYLVLRQ1

3UHVHQWO\/#WKH#8QLWHG#6WDWHV/#&DQDGD/#DQG#0H[LFR#KDYH
QDWLRQDO#V\VWHPV#RI#GHSRVLW# LQVXUDQFH#DQG#EDQN#UHJXODWLRQ
WKDW#GLIIHU#VXEVWDQWLDOO\1#7KH#ULVN#RI#IDLOXUHV#DQG#RI#KDYLQJ#WD[0
SD\HUV# EXUGHQHG# ZLWK# GHSRVLW# LQVXUDQFH# SD\RXW# GLIIHUV
DPRQJ# WKHVH# FRXQWULHV1# ,V# WKHUH# D# QHHG# WR# GR# VRPHWKLQJ
DERXW#WKLV#SUREOHP#ZKHQ#D#PRQHWDU\#XQLRQ#LV#IRUPHG"

,Q#P\#YLHZ/#WKHUH#LV#QR#VXFK#QHHG1#&RQVLGHU#WKDW#WKHUH
DUH#WZR#DSSURDFKHV#WR#GHSRVLW#LQVXUDQFH1#2QH#LV#WR#IRUP#RQH
LQVXUDQFH# DJHQF\# IRU# WKH# HQWLUH# UHJLRQ# DQG# SDVV# XQLIRUP
UXOHV#IRU#EDQN#UHJXODWLRQ1#8QGHU#WKLV#V\VWHP/#SUHVXPDEO\/#WKH
SUHPLXPV#SDLG#E\#WKH#EDQNV#LQ#HDFK#FRXQWU\#DUH#DGHTXDWH#WR
FRYHU#FRVWV#DULVLQJ#IURP#EDQN#IDLOXUHV#LQ#HDFK#RQ#DYHUDJH#DQG
XQGHU#QRUPDO#SDWWHUQV#RI#IDLOXUH1#,I#ODUJH#IDLOXUHV#WDNH#SODFH
DQG#LQVXUDQFH#IXQGV#DUH#LQDGHTXDWH/#WKH#FRVWV#WR#WD[SD\HUV
FDQ#EH#SURUDWHG#DFFRUGLQJ#WR#ZKHUH#WKH#FRVWV#RULJLQDWHG1

6XFK#D#FHQWUDOL]HG#V\VWHP#IRU#GHSRVLW#LQVXUDQFH#ZDV
UHMHFWHG#LQ#(XURSH#DV#WRR#FXPEHUVRPH#DQG#DV#LQIULQJLQJ#XQ0
QHFHVVDULO\# RQ# WKH# VRYHUHLJQW\# RI# LQGLYLGXDO# FRXQWULHV1# ,Q0
VWHDG/#LW#ZDV#DJUHHG#WKDW#HDFK#FRXQWU\#ZRXOG#UHWDLQ#LWV#RZQ
GHSRVLW#LQVXUDQFH#V\VWHP#DQG#LWV#WD[SD\HUV#ZRXOG#EH#UHVSRQ0
VLEOH#IRU#WKH#FRVW#RI#EDLORXWV1#+RZHYHU/#XQGHU#WKLV#V\VWHP#WKH
TXHVWLRQ#RI#IRUHLJQ#EDQNV#DULVHV1#$UH#)UHQFK#EDQNV#LQ#*HUPD0
Q\#VXEMHFW#WR#)UHQFK#RU#*HUPDQ#GHSRVLW#LQVXUDQFH#UXOHV"#7KH
DQVZHU#WR#WKLV#TXHVWLRQ#ZDV#SURYLGHG#E\#WKH# LQYRFDWLRQ#RI
WKH#SULQFLSOH#RI#PXWXDO#UHFRJQLWLRQ1

7KLV#SULQFLSOH#KDG#SUHYLRXVO\#EHHQ#DGRSWHG#LQ#FRQQHF0
WLRQ#ZLWK#QDWLRQDO#UHJXODWLRQV#DERXW#SURGXFW#VDIHW\/#KHDOWK/
RFFXSDWLRQDO#DQG#RWKHU#DUHDV1#$IWHU#PXFK#HIIRUW/#LW#KDG#SURY0
HQ#LPSRVVLEOH#WR#UHDFK#VSHFLILF#UXOHV#WKDW#ZHUH#DFFHSWDEOH#WR
DOO#FRXQWULHV#RI#WKH#(XURSHDQ#8QLRQ1#0XWXDO#UHFRJQLWLRQ#RI
HYHU\#FRXQWU\·V#VHW#RI#UXOHV#ZDV#DGRSWHG#DV#D#FRPSURPLVH1
$V#D#UHVXOW/#D#WUDFWRU#EXLOW# IRU#H[DPSOH#DFFRUGLQJ#WR#'XWFK
VDIHW\#UHJXODWLRQV#FRXOG#EH#VROG#LQ#6SDLQ#HYHQ#LI#6SDQLVK#VDIH0
W\#UXOHV#ZHUH#GLIIHUHQW1#,Q#UHWXUQ/#WUDFWRUV#EXLOW#XQGHU#6SDQ0
LVK#UHJXODWLRQV#FRXOG#EH#VROG#LQ#WKH#1HWKHUODQGV174

7KH#DSSOLFDWLRQ#RI#WKH#SULQFLSOH#RI#PXWXDO#UHFRJQLWLRQ
LQ#WKH#FDVH#RI#EDQN#UHJXODWLRQ#PHDQV#WKDW#HDFK#FRXQWU\#UH0
WDLQV#LWV#RZQ#UXOHV#DQG#DSSOLHV#WKHP#WR#DOO#EDQNV#FKDUWHUHG#LQ
LWV#WHUULWRU\/#LQ#ZKDWHYHU#PHPEHU#FRXQWU\#RI#WKH#XQLRQ#WKH\
RSHUDWH1#$V#D#UHVXOW/#D#'XWFK#EDQN#RSHUDWLQJ# LQ#6SDLQ#SD\V
GHSRVLW#LQVXUDQFH#WR#WKH#'XWFK#DXWKRULWLHV1#,I#WKDW#EDQN#IDLOV/
WKH#'XWFK# LQVXUDQFH# DXWKRULWLHV# DQG# XOWLPDWHO\# WKH#'XWFK
WD[SD\HU#DUH#UHVSRQVLEOH#IRU#PDNLQJ#JRRG#RQ#WKH#EDQN·V#GH0
SRVLWV1#$W#WKH#VDPH#WLPH/#WKH#'XWFK#EDQN#LQ#6SDLQ#RSHUDWHV
XQGHU#'XWFK#UHJXODWLRQV1

7KH#V\VWHP#RI#PXWXDO#UHFRJQLWLRQ#LV#QRW#SHUIHFW1#7KH
'XWFK#EDQN#PD\#EH#VXEMHFW#WR#VXFK#RQHURXV#UHJXODWLRQV#DQG
KLJK#SUHPLXPV#WKDW# LW#FDQQRW#FRPSHWH#ZLWK# LWV#6SDQLVK#UL0
YDOV1#6XFK#D#SUREOHP#LV#QRW#OLNHO\#WR#SHUVLVW#IRU#ORQJ1#7R#VWDUW/
XQGHU#WKHVH#FRQGLWLRQV#WKH#'XWFK#EDQN#LV#KLJKO\#XQOLNHO\#WR
RSHUDWH#LQ#6SDLQ1#2Q#WKH#RWKHU#KDQG/#WKH#OD[HU#6SDQLVK#UXOHV
ZLOO#SHUPLW# WKDW#FRXQWU\·V#EDQNV# WR#RSHUDWH# LQ# WKH#1HWKHU0
ODQGV1#7KH#FRPSHWLWLYH#SUHVVXUHV# IURP#VXFK#GLIIHUHQW#UXOHV
DUH#FHUWDLQ#WR# OHDG#WR#DQ#HTXDOL]DWLRQ#RI#UHJXODWLRQV1#:KDW
JRYHUQPHQWDO#QHJRWLDWLRQV#FRXOG#QRW#DFKLHYH/#PDUNHW#FRP0
SHWLWLRQ#ZLOO#EULQJ#DERXW1

7KRVH#LQ#IDYRXU#RI#D#FHQWUDOL]HG#VROXWLRQ#WR#VXFK#SURE0
OHPV#WHQG#WR#DUJXH#WKDW#WKH#FRPSHWLWLYH#SURFHVV#ZLOO#UHVXOW#LQ
D#´UDFH#WR#WKH#ERWWRP1µ#&RXQWULHV#ZLOO#ORZHU#WKH#FRVW#RI#UHJ0
XODWLRQ#DQG#WKHUHIRUH#EDQN#VDIHW\#LQ#RUGHU#WR#SURYLGH#D#FRP0
SHWLWLYH# DGYDQWDJH# IRU# WKHLU# FRXQWU\·V# EDQNV1# +RZHYHU/# D
FRXQWU\# WKDW#JRHV# WRR# IDU# LQ# WKLV#GLUHFWLRQ#ZLOO#VRRQ# LQFXU
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ODUJH#EDLORXW#FRVWV#DQG#WKHUHIRUH# IDFH#SUHVVXUHV# WR# WLJKWHQ
UHJXODWLRQV1#7KLV#SURFHVV#DVVXUHV#WKDW#QDWLRQDO#GHSRVLW#LQVXU0
DQFH#UHJLPHV#QRW#RQO\#FRQYHUJH#EXW#DOVR#EHFRPH#HFRQRPL0
FDOO\#RSWLPXP1

#7KHUH#DUH#QR#UHDVRQV#ZK\#WKH#V\VWHP#RI#PXWXDO#UHF0
RJQLWLRQ#FDQQRW#DOVR#EH#DSSOLHG# LQ#1RUWK#$PHULFD1# ,I# LW# LV/
PRQHWDU\#XQLRQ#ZLOO#QRW#DIIHFW#WKH#VDIHW\#RI#QDWLRQDO#ILQDQFLDO
PDUNHWV#DQG#LQVWLWXWLRQV1#7KH#JRYHUQPHQW#RI#HYHU\#FRXQWU\
ZLOO#KDYH#WR#EHDU#WKH#FRVW#RI#VKRUW0FRPLQJV#LQ#WKHLU#RZQ#QD0
WLRQDO#V\VWHP1#,QVXUDQFH#OHYHOV#DQG#UHJXODWRU\#HQYLURQPHQW
ZLOO#FRQYHUJH#DQG#EHFRPH#RSWLPXP1

%XW#ZKDW# DERXW# WKH#1RUWK#$PHULFDQ#&HQWUDO# %DQN·V
IXQFWLRQ#DV#WKH#OHQGHU#RI#ODVW#UHVRUW#DQG#SURYLGHU#RI#OLTXLGLW\"
)RU#QDWLRQDO#FHQWUDO#EDQNV#WKH#RSHUDWLRQ#RI#WKLV#IXQFWLRQ#LQ
WKH#SDVW#KDV#QRW#EHHQ#FRVWO\1#2QH#UHDVRQ#LV#WKDW#LW#KDV#FRPH
LQWR#SOD\#RQO\#UDUHO\1#$#VHFRQG#RQH#LV#WKDW#ORDQV#RI#FDVK#DUH
EDFNHG#E\#FROODWHUDO#VR#WKDW#HYHQ#LI#D#EDQN#LV#XQDEOH#WR#UHSD\
WKH#ORDQV/#PXFK#RI#WKHLU#YDOXH#FDQ#EH#UHFRYHUHG1

,I# WKLV#KLVWRU\#RI#QDWLRQDO# OHQGHUV#RI# ODVW# UHVRUW# LV# D
JXLGH/#WKH#1RUWK#$PHULFDQ#&HQWUDO#%DQN·V#SXUVXLQJ#WKLV#IXQF0
WLRQ#IRU#WKH#HQWLUH#DPHUR0]RQH#PD\#EH#H[SHFWHG#WR#LQYROYH
YHU\#IHZ#FRVWV1#1HYHUWKHOHVV/#LW#PLJKW#EH#XVHIXO#WR#GHVLJQ#D
V\VWHP#XQGHU#ZKLFK#FRVWV#FDQ#EH#UHFRYHUHG#IURP#WKH#WUHDVXU0
LHV#RI#LQGLYLGXDO#FRXQWULHV#DFFRUGLQJ#WR#WKH#ORFDWLRQ#DW#ZKLFK
WKH#FRVWV#DUH#LQFXUUHG1#,I#WKH#SURYLVLRQ#RI#OLTXLGLW\#WR#&DQDGL0
DQ#EDQNV#UHVXOWV#LQ#FRVWV/#WKH#&DQDGLDQ#WUHDVXU\#ZLOO#KDYH#WR
UHLPEXUVH#WKH#1RUWK#$PHULFDQ#&HQWUDO#%DQN1#

6TCPUKVKQP"EQUVU"CPF"NQPI/VGTO"
DGPGHKVU"CPF"EQUVU

,Q# WKH#HQWKXVLDVP# WKDW#RIWHQ# DFFRPSDQLHV# WKH# FUHDWLRQ#RI
QHZ#LQVWLWXWLRQV/#LW#LV#HDV\#WR#ORVH#VLJKW#RI#WKH#FRVWV#RI#PRY0
LQJ#IURP#WKH#ROG#WR#WKH#QHZ#V\VWHP1#<HW/#WKHVH#FRVWV#FDQ#EH
TXLWH#KLJK#DQG#WKH\#VKRXOG#QRW#EH#QHJOHFWHG#ZKHQ#WKH#ORQJ0
WHUP#EHQHILWV#DQG#FRVWV#DUH#FRQVLGHUHG1

,Q#WKH#FDVH#RI#WKH#SURSRVHG#PRQHWDU\#XQLRQ/#LW#ZLOO#EH
FRVWO\# WR# UHSODFH#H[LVWLQJ#EDQN#QRWHV# DQG# FRLQV#ZLWK#QHZ
RQHV/#ZKLFK#ZLOO#KDYH#WR#EH#GHVLJQHG#DQG#PDQXIDFWXUHG1#,Q
(XURSH/# WKH# GHVLJQ# RI# HXUR# QRWHV# LQYROYHG# D# OHQJWK\# DQG
FRPSOLFDWHG#SURFHVV#WR#UHDFK#GHFLVLRQV#RQ#VL]H/#FRORXU/#DQG
LPDJHV1#$OO#RI#WKH#V\PEROV#RQ#WKH#ELOOV#DUH#DEVWUDFW#DQG#FDUH0
IXOO\#FKRVHQ#WR#SUHYHQW#WKH#DSSHDUDQFH#RI#QDWLRQDO#LFRQV1#$V
LW# KDSSHQHG/# RQH# FRPSXWHU0FUHDWHG# DEVWUDFW# GHVLJQ# RI# D
EULGJH#ZDV#VHHQ#E\#VRPH#DV#D#UHSURGXFWLRQ#RI#D#EULGJH# LQ
)UDQFH1#7KDW#GHVLJQ#ZDV#SURPSWO\#DOWHUHG1#,W#PD\#DSSHDU#D
WULYLDO#LVVXH#WR#VRPH#EXW/#ZKLOH#86#EDQN#QRWHV#DUH#RI#HTXDO
VL]H#DQG#FRORXU#LQ#DOO#GHQRPLQDWLRQV/#PDQ\#FRXQWULHV#SUHIHU
WR#KDYH#GLIIHUHQW#VL]HV#DQG#FRORXUV#IRU#HDFK#WR#DVVLVW#WKH#EOLQG
DQG#SHRSOH#ZLWK#RWKHU#KDQGLFDSV1#,W#PD\#EH#GLIILFXOW#WR#SHU0
VXDGH#$PHULFDQV#WR#JLYH#XS#WKHLU#VW\OH#RI#JUHHQEDFNV#XVLQJ
HTXDOO\#VL]HG#SDSHU#IRU#DOO#GHQRPLQDWLRQV1#6LPLODU#UHVLVWDQFH
WR#FKDQJH#PD\#EH#H[SHFWHG#IURP#&DQDGD#DQG#0H[LFR1

,Q# DOO# FRXQWULHV/# H[LVWLQJ# SODQWV# IRU# WKH# SULQWLQJ# RI
EDQN#QRWHV#DQG#FRLQV#DUH#GHVLJQHG#WR#SURGXFH#RQO\#WKH#FRQ0
WLQXRXV#DGGLWLRQV#WR#WKH#RXWVWDQGLQJ#VWRFN#RI#QDWLRQDO#PRQ0
H\# UHTXLUHG# DV# D# UHVXOW#RI#HFRQRPLF#JURZWK# DQG# LQIODWLRQ1
7KHVH#SODQWV/#WKHUHIRUH/#GR#QRW#KDYH#WKH#FDSDFLW\#WR#WXUQ#RXW
LQ#VKRUW#RUGHU#WKH#PXFK#ODUJHU#TXDQWLWLHV#RI#QHZ#HXUR#QRWHV
DQG#FRLQV#QHHGHG#WR#UHSODFH#WKH#QDWLRQDO#RQHV1#7KH#FDSDFLW\
RI#WKH#SODQWV#FRXOG#KDYH#EHHQ#LQFUHDVHG#IRU#WKH#WDVN#EXW# LW
ZDV#GHFLGHG#LQVWHDG#WKDW#WKH#SURGXFWLRQ#RI#WKH#QHZ#PRQH\
VKRXOG#EH#VSUHDG#RXW#RYHU#D#QXPEHU#RI#\HDUV1#$V#D#FRQVH0
TXHQFH/#WKHUH#LV#D#FRVWO\#UHTXLUHPHQW#WR#VWRUH#DQG#NHHS#VDIH
WKH#JURZLQJ#VWRFN#RI#QRWHV#DQG#FRLQV1

3XWWLQJ#WKH#QHZ#HXUR#QRWHV#DQG#FRLQV#LQWR#FLUFXODWLRQ
DIWHU#WKH#RIILFLDO#GDWH#RI#FRQYHUVLRQ#DQG#ZLWKGUDZLQJ#WKH#QD0
WLRQDO#FXUUHQFLHV#LV#DOVR#D#OHQJWK\#DQG#FRVWO\#SURFHVV1#$#SXE0
OLF# XVHG# WR# UHFRJQL]LQJ# FRXQWHUIHLW# QDWLRQDO# FXUUHQF\#ZLOO
KDYH# PXFK# JUHDWHU# GLIILFXOW\# GLVWLQJXLVKLQJ# JHQXLQH# QHZ
HXUR#QRWHV#IURP#IDNH#RQHV1#0DQ\#SHRSOH#ZLOO#KDYH#GLIILFXOWLHV
DGMXVWLQJ#WR#WKH#QHZ#QRWHV/#FRLQV/#DQG#SULFHV#IRU#WKH#WKLQJV
WKH\#EX\1

,Q#(XURSH/#ODUJH#QXPEHUV#RI#DXWRPDWHG#PDFKLQHV#DUH
XVHG#WR#GLVSHQVH#PHUFKDQGLVH/#SHUPLW#JDPEOLQJ/#DQG#DOORZ
WKH#ZLWKGUDZDO#RI#FDVK1#7KHVH#PDFKLQHV#QHHG#WR#EH#UHSODFHG
RU#DGDSWHG#WR#DFFHSW#DQG#GLVSHQVH#WKH#QHZ#QRWHV#DQG#FRLQV1
7KHUH#KDYH#WR#EH#QHZ#VKDSHV#WR#WKH#UHFHSWDFOHV#DQG#GLVSHQV0
HUV#RI#QRWHV1#7KH#HOHFWURPDJQHWLF#VHQVRUV#RI#FRLQ#UHFHLYLQJ
PDFKLQHU\# KDYH# WR# EH# DGMXVWHG1# 7KH# HOHFWURQLF# EUDLQV# RI
VRPH#PDFKLQHV#KDYH#WR#EH#FKDQJHG#RU#UHSODFHG1

7KH# DFFRXQWLQJ# ERRNV/#PDFKLQHV/# DQG# SURJUDPV# RI
SULYDWH#ILUPV#DQG#JRYHUQPHQWV#LQ#(XURSH#KDYH#WR#EH#FRQYHUW0
HG#IURP#QDWLRQDO#FXUUHQFLHV#WR#WKH#HXUR1#3URYLVLRQV#KDYH#WR
EH#PDGH# WR# GHDO# ZLWK# WKH# ODUJH# QXPEHUV# RI# RXWVWDQGLQJ
VWRFNV#DQG#ERQGV#GHQRPLQDWHG#LQ#GRPHVWLF#FXUUHQFLHV1#7KH
SULFH#WLFNHWV#RQ#PHUFKDQGLVH#KDYH#WR#EH#FKDQJHG#WR#SULFHV#LQ
HXURV1#6XFK#FRQYHUVLRQV#WR#QHZ#SULFHV#RIWHQ#UDLVH#SXEOLF#FRQ0
FHUQV#RYHU#JDXJLQJ#DV#WKHUH#LV#D#ZLGHVSUHDG#SHUFHSWLRQ#WKDW
EXVLQHVV#LV#PRUH#OLNHO\#WR#URXQG#IUDFWLRQDO#YDOXHV#XS#UDWKHU
WKDQ#GRZQ1#7KLV#FRQFHUQ#EHFDPH#D#PDMRU#LVVXH#LQ#WKH#4<:3V/
ZKHQ#%ULWDLQ#UHSODFHG#WKH# LPSHULDO#ZLWK#WKH#PHWULF#V\VWHP
IRU#IUDFWLRQDO#XQLWV#RI#LWV#FXUUHQF\1

7KH#SULYDWH#FRVWV#RI#FRQYHUWLQJ#WR#WKH#HXUR#MXVW#OLVWHG
ZLOO#FRVW#ELOOLRQV1#7KH#VDPH# OHYHO#RI#FRVWV#ZLOO#DULVH# LQ# WKH
FRQYHUVLRQ#RI#QDWLRQDO#FXUUHQFLHV#WR#WKH#DPHUR1#+RZHYHU/#LQ
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DVVHVVLQJ#WKH# LPSRUWDQFH#RI#WKHVH#FRVWV# LQ#WKH#RYHUDOO#SLF0
WXUH#ZH#QHHG#WR#UHPHPEHU#WKDW#WKH\#DULVH#RQO\#RQFH1#,Q#FRQ0
WUDVW/# WKH#EHQHILWV#RI# ORZHU# LQWHUHVW#UDWHV#DQG#JUHDWHU#HIIL0
FLHQF\#GLVFXVVHG#DERYH#DFFUXH#IRU#WKH#LQGHILQLWH#IXWXUH1#,W#LV
IRU#WKLV#UHDVRQ#WKDW#WKH#WUDQVLWLRQ#FRVWV#IRU#WKH#1RUWK#$PHU0
LFDQ#0RQHWDU\#8QLRQ³DV# LQ#RWKHU# LQVWLWXWLRQDO#FKDQJHV³
VKRXOG#EH#FRQVLGHUHG#EXW#DUH#XQOLNHO\#WR#XSVHW#WKH#UDWLRQDO
FDVH#IRU#XQLRQ1#

/CKPVCKPKPI"LWTKUFKEVKQPCN"EQORGVKVKQP

$# ORJLFDO#TXHVWLRQ#DULVHV# LI#RQH#FRQFOXGHV# WKDW#RQ#EDODQFH
PRQHWDU\#XQLRQ#LQ#1RUWK#$PHULFD#LV#GHVLUDEOH1#:K\#VWRS#DW
WKDW#UHJLRQDO#DVVRFLDWLRQ/#ZK\#QRW#JLYH#WKH#HQWLUH#ZRUOG#RQH
FRPPRQ#FXUUHQF\"#,#KDYH#WKUHH#DQVZHUV#WR#WKLV#TXHVWLRQ1

/HW#PH#DSSURDFK#P\#ILUVW#DQVZHU#LQ#WKH#FRQWH[W#RI#WKH
OLNHO\#IXWXUH#GHYHORSPHQW#RI#WKH#(XURSHDQ#0RQHWDU\#8QLRQ1
$VVXPLQJ# WKDW# LW#ZLOO# EH# VXFFHVVIXO/# LW# LV# OLNHO\# WKDW# RWKHU
FRXQWULHV#ZLOO#MRLQ#LW1#$V#QRWHG#DERYH/#WKH#RULJLQDO#44#FRXQ0
WULHV#ZLOO#DOPRVW#FHUWDLQO\#EH#MRLQHG#E\#*UHHFH/#'HQPDUN/#DQG
%ULWDLQ# LQ#WKH#QHDU#IXWXUH1#7KHUH# LV#D#JRRG#FKDQFH#WKDW#WKH
&]HFK#5HSXEOLF/#+XQJDU\/#3RODQG/#DQG#(VWRQLD#ZLOO#QRW#EH#IDU
EHKLQG1#7KHUHDIWHU#PD\#ZHOO#FRPH#UHTXHVWV#IRU#PHPEHUVKLS
IURP#7XUNH\/#5XVVLD/#5XPDQLD/#%XOJDULD/#DQG#RWKHU#FRXQWULHV
RI#&HQWUDO#(XURSH1#&RXQWULHV#IURP#$IULFD#DQG#WKH#0LGGOH#(DVW
PLJKW#ZDQW#WR# MRLQ#HYHQWXDOO\1#,W# LV#GLIILFXOW#WR#SUHGLFW#KRZ
VXFK#UHTXHVWV#IRU#PHPEHUVKLS#ZLOO#EH#KDQGOHG#EXW#WKHUH#DUH
VRPH#REYLRXV#SUREOHPV#WR#EH#FRQVLGHUHG1#

7KH# FXOWXUDO# DQG# SROLWLFDO# DIILQLWLHV# EHWZHHQ# WKH
SUHVHQW#DQG#SRWHQWLDO#PHPEHUV#DUH#PXFK#OHVV#WKDQ#WKH\#ZHUH
DPRQJ# WKH# RULJLQDO# JURXS1# 7KHUH# LV# QR# HFRQRPLF# XQLRQ
DPRQJ#WKHVH#SRWHQWLDO#PHPEHUV#DQG#WKH#XQLRQ#PD\#QRW#EH
H[WHQGHG#EHFDXVH#RI#WKH#YHU\#ODUJH#GLIIHUHQFHV#LQ#WKH#OHYHOV
RI#HFRQRPLF#GHYHORSPHQW#DQG#HYHQ#HFRQRPLF#V\VWHPV1#7KH
YLVLRQ#RI#D#SROLWLFDOO\#LQWHJUDWHG#(XURSH#UHVHPEOLQJ#WKH#8QLW0
HG#6WDWHV#LQ#VL]H#DQG#SRZHU#VWRSV#DW#WKH#FRQWLQHQW·V#ERUGHUV1
,Q# DGGLWLRQ/# WKH# GHFLVLRQ0PDNLQJ#SURFHVV# LQ# WKH# (XURSHDQ
&HQWUDO#%DQN#ZLOO#EH#YHU\#PXFK#PRUH#FRPSOLFDWHG#E\#WKH#FXO0
WXUDO/# HFRQRPLF/# DQG# OLQJXLVWLF# GLIIHUHQFHV1# (FRQRPLHV# RI
VFDOH#LQ#DGPLQLVWUDWLRQ#PD\#ZHOO#GLVDSSHDU#DQG#EHFRPH#GLV0
HFRQRPLHV#LI#WKH#XQLRQ#EHFRPHV#WRR#ODUJH#DQG#FRQWDLQV#WRR
PDQ\# QDWLRQV#ZLWK# GLIIHUHQW# ODQJXDJHV/# GLIIHUHQW# FXOWXUHV/
DQG#GLIIHUHQW#OHYHOV#RI#LQGXVWULDOL]DWLRQ1

0\#VHFRQG#DQVZHU#WR#WKH#TXHVWLRQ#ZK\#LW#LV#QRW#RSWL0
PDO#WR#KDYH#RQO\#RQH#ZRUOG#FXUUHQF\#KDV#EHHQ#DUWLFXODWHG
HIIHFWLYHO\# E\# (XURSHDQ# OLEHUWDULDQV# ZKR# DUH# FRQFHUQHG
ZLWK# WKH#JURZWK# DQG# FHQWUDOL]DWLRQ#RI#JRYHUQPHQW1#7KHLU
RSSRVLWLRQ#WR#WKH#(XURSHDQ#0RQHWDU\#$JUHHPHQW#LV#EDVHG
RQ#WKH#DFFRPSDQ\LQJ#JURZWK# LQ#ODZV#DQG#UHJXODWLRQV#WKDW
OLPLW#LQGLYLGXDO#IUHHGRP#DQG#WKH#UHGXFWLRQ#RI#FRPSHWLWLRQ
DPRQJ#MXULVGLFWLRQV1

5RODQG#9DXEHO#+4<<7,#LV#D#SURPLQHQW#(XURSHDQ#HFRQR0
PLVW#ZKR#GHYHORSHG#WKH#ODWWHU#DUJXPHQW#DERXW#UHGXFHG#FRP0
SHWLWLRQ# DPRQJ# MXULVGLFWLRQV# IXOO\/# XVLQJ# WKH# SXEOLF0FKRLFH
IUDPHZRUN#RI#DQDO\VLV1#,Q#KLV#YLHZ/#(XURSH#DQG#SRVVLEO\#WKH
ZRUOG#ZHUH#VDYHG#IURP#WKH#PLVWDNHV#RI#.H\QHVLDQ#HFRQRP0
LFV/#KDUPIXO#LQIODWLRQ/#DQG#XQHPSOR\PHQW#E\#VXFK#FRPSHWL0
WLRQ# DPRQJ# MXULVGLFWLRQV1# 'XULQJ# WKH# 4<:3V/# HFRQRPLF
SROLFLHV#LQVSLUHG#E\#.H\QHV#ZHUH#DGRSWHG#E\#YLUWXDOO\#DOO#LQ0
GXVWULDO# FRXQWULHV/# LQFOXGLQJ# WKH# 8QLWHG# 6WDWHV1# 7KH# RQO\
KROG0RXW#ZDV#*HUPDQ\·V#%XQGHVEDQN1#,W#FRQGHPQHG#JRYHUQ0
PHQW#GHILFLWV#DQG#UHIXVHG#WR#DGDSW#LWV#PRQHWDU\#SROLF\#WR#DF0
FRPPRGDWH#WKHP1#$V#D#UHVXOW/#*HUPDQ\#HVFDSHG#WKH#IDOORXW
IURP#WKH#.H\QHVLDQ#SROLFLHV1#,W#DYRLGHG#WKH#LQIODWLRQ/#XQHP0
SOR\PHQW/#VORZ#JURZWK/#DQG#ZDJH#DQG#SULFH#FRQWUROV#EHVHW0
WLQJ#RWKHU#FRXQWULHV1

9DXEHO#H[SUHVVHV#WKH#YLHZ#WKDW#*HUPDQ\·V#DELOLW\#WR#EH
GLIIHUHQW#ZDV#LPSRUWDQW#LQ#VKRZLQJ#WR#WKH#ZRUOG#WKH#HUURUV
RI#.H\QHVLDQ#HFRQRPLFV#DQG/#DV#D#UHVXOW/#KDVWHQLQJ#WKH#UH0
WXUQ#WR#WKH#PRUH#WUDGLWLRQDO#SROLFLHV#RI#EDODQFHG#EXGJHWV#DQG
VWDEOH#SULFHV1

,#VKDUH#9DXEHO·V#EDVLF#YLHZ#DERXW#WKH#PHULW#RI#FRPSH0
WLWLRQ/#EH#LW#LQ#PDUNHWV#RU#DPRQJ#MXULVGLFWLRQV/#HYHQ#LI#KH#PD\
RYHUHVWLPDWH#*HUPDQ\·V#UROH#LQ#SHUVXDGLQJ#WKH#ZRUOG#WR#WXUQ
DZD\#IURP#LQIODWLRQ#DQG#GHILFLWV1#7KH#DQDO\VLV#RI#FRPSHWLWLRQ
DPRQJ#WKH#QDWLRQDO#SURYLGHUV#RI#GHSRVLW#LQVXUDQFH#SUHVHQW0
HG#DERYH#VXSSRUW#WKLV#SRVLWLRQ1#+RZHYHU/#,#GLVDJUHH#ZLWK#KLV
RSSRVLWLRQ#WR#PRQHWDU\#XQLRQV# LQ#SULQFLSOH#EHFDXVH#D#QHW0
ZRUN#RI#PRQHWDU\#XQLRQV#LQ#WKH#ZRUOG#ZLOO#SUHVHUYH#WKH#YDO0
XHG#MXULVGLFWLRQDO#FRPSHWLWLRQ/#DOEHLW#LQ#D#VHWWLQJ#UHVHPEOLQJ
DQ#ROLJRSRO\#PRUH#WKDQ#WKH#HFRQRPLF#PRGHO#RI#SHUIHFW#FRP0
SHWLWLRQ1#+RZHYHU/#WKH#IDFW#WKDW#WKHUH#ZLOO#EH#RQO\#IHZ#FRP0
SHWLQJ# MXULVGLFWLRQV# LV#QRW# DV# LPSRUWDQW# DV#RQH#PD\# WKLQN
EHFDXVH/#XQOLNH#HFRQRPLF#FRPSHWLWLRQ/# MXULVGLFWLRQDO# FRP0
SHWLWLRQ#KDV#QR#FRQVXPHUV#WR#H[SORLW1#0RUHRYHU/#DV#WKH#PRG0
HUQ#WKHRU\#RI#ROLJRSRO\#QRWHV/#WKH#PDUNHW#SRZHU#RI#FROOXGLQJ
ILUPV#LV#OLPLWHG#E\#WKH#DYDLODELOLW\#RI#VXEVWLWXWHV#DQG#SRWHQ0
WLDO# HQWUDQWV1# ,Q# WKH# FDVH# RI# MXULVGLFWLRQDO# FRPSHWLWLRQ# LQ
PRQHWDU\# SROLF\/# WKH# EUHDNLQJ0DZD\# RI#PHPEHU# FRXQWULHV
VHUYHV# WKH# VDPH# IXQFWLRQV# DV# SRWHQWLDO# HQWUDQWV# LQWR# HFR0
QRPLF#PDUNHWV=#WKH#WKUHDW#RI#WKH#EUHDN0XS#RI#D#XQLRQ#VHUYHV
DV# DQ# LPSRUWDQW# FRQVWUDLQW#RQ# WKH# IUHHGRP#RI# WKH# FHQWUDO
EDQN#RI#DQ\#FXUUHQF\#XQLRQV#WR#LPSRVH#VHOI0VHUYLQJ#DQG#XQ0
WHVWHG#SROLFLHV1#)RU#WKLV#UHDVRQ/#WKH#RSWLPXP#FXUUHQF\#DUHD
LV#QRW#WKH#ZRUOG175

$#WKLUG#DQVZHU#LV#LPSOLFLW#LQ#WKH#DUJXPHQWV#LQ#IDYRXU
RI#WKH#JROG#VWDQGDUG#RU#D#VWDQGDUG#EDVHG#RQ#D#EDVNHW#RI#EDVLF
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FRPPRGLWLHV1# 3URIHVVRU# 5HXYHQ# %UHQQHU# +4<<<E,/# DPRQJ
RWKHUV/#LV#FRQFHUQHG#DERXW#WKH#SROLWLFDO#DQG#EXUHDXFUDWLF#PD0
QLSXODWLRQ#RI#PRQHWDU\#SROLF\1#+LVWRU\#VLQFH#:RUOG#:DU#,,#LV
IXOO#RI#HSLVRGHV#ZKHUH# WKHVH# IRUFHV#PDGH#PRQHWDU\#SROLF\
VHUYH#WKHLU#RZQ#UDWKHU#WKDQ#WKH#SXEOLF#LQWHUHVW1#(FRQRPLVWV
VXFK#DV#%UHQQHU#EHOLHYH#WKDW#WKH#RQO\#VROXWLRQ#WR#WKH#SUREOHP
LV#WR#PDNH#WKH#YDOXH#RI#PRQH\#GHSHQGHQW#XSRQ#JROG#RU#D#EDV0
NHW#RI#FRPPRGLWLHV/#WKH#VXSSO\#RI#ZKLFK#LV#EH\RQG#WKH#FRQ0
WURO#RI#JRYHUQPHQWV1# ,I# WKH#ZRUOG#ZHUH# WR#PRYH# WR#VXFK#D
PRQHWDU\#VWDQGDUG/#H[FKDQJH#UDWHV#DPRQJ#FRXQWULHV#ZRXOG
DXWRPDWLFDOO\#EH#IL[HG#DQG#WKH#EHQHILWV#QRWHG#DERYH#ZRXOG
DFFUXH#WR#DOO#RI#WKHP1

,PSOLFLW# LQ#WKH#DUJXPHQWV# LQ# IDYRXU#RI#D#FRPPRGLW\0
EDVHG#VWDQGDUG#RI#YDOXH#LV#WKH#IDFW#WKDW#WKH#ODUJHU#WKH#SROLWLFDO
FRQVWLWXHQF\#VHUYHG#E\#D#FHQWUDO#EDQN/#WKH#PRUH#OLNHO\#LW#LV#WR
EH#VXEMHFW#WR#SROLWLFDO#PDQLSXODWLRQ#E\#SRZHUIXO#RU#QXPHU0
RXV# JURXSV# WKDW# WXUQ#PRQHWDU\# SROLF\# LQWR# DQ# LQVWUXPHQW
VHUYLQJ#WKHLU#LQWHUHVWV#DW#WKH#H[SHQVH#RI#WKH#UHVW#RI#WKH#ZRUOG1
6RPH#RI#WKH#8QLWHG#1DWLRQV#DJHQFLHV#OLNH#81(6&2# +GHDOLQJ
ZLWK#HGXFDWLRQ#PDWWHUV,/#WKH#,/2#+GHDOLQJ#ZLWK#ODERXU#LVVXHV,
DQG#WKH#:+2#+UHVSRQVLEOH#IRU#KHDOWK#SROLFLHV,#KDYH#EHHQ#DF0
FXVHG#RI#EHLQJ#GRPLQDWHG#E\#OHIW0ZLQJ#EXUHDXFUDWV#DQG#WKH
ODUJH#QXPEHU#RI#GHYHORSLQJ#FRXQWULHV#LQ#WKH#8QLWHG#1DWLRQV1
7KH\#DUH#VHHQ#WR#EH#RSHUDWLQJ#LQHIILFLHQWO\#DQG#PDNLQJ#SROL0
FLHV# WKDW# DUH# LQFRQVLVWHQW#ZLWK# IUHH#PDUNHWV#DQG# VRFLHWLHV1
7KH\# WHQG# WR# DSSO\# SROLFLHV# GHWHUPLQHG# FHQWUDOO\# DQG# QRW
DGDSWHG#WR#GHDO#DGHTXDWHO\#ZLWK#ORFDO#FRQGLWLRQV1

$#JURZLQJ#FKRUXV#RI#FULWLFLVP# LQ#WKLV#VSLULW#KDV#EHHQ
OHYHOOHG# DJDLQVW# WKH# ,QWHUQDWLRQDO#0RQHWDU\# )XQG# DQG# WKH
:RUOG#%DQN/#VRPH#GHPDQGLQJ#WKHLU#GLVVROXWLRQ1#,W#LV#SRVVLEOH
WKDW#D#ZRUOG#FHQWUDO#EDQN#ZRXOG#VLPLODUO\#EHFRPH#FDSWXUHG
E\#LQWHUHVWV#PDNLQJ#LW#WRR#EXUHDXFUDWLF/#VXEMHFW#WR#SROLWLFDO
LQIOXHQFHV/#DQG#UHPRWH#IURP#ORFDO#LVVXHV1#,#VKDUH#WKHVH#FRQ0
FHUQV#DQG#WKHUHIRUH#WKLQN#WKDW#UHJLRQDO#PRQHWDU\#XQLRQV#DUH
VXSHULRU#WR#RQH#ZRUOG#EDQN#DQG#D#FRPPRQ#FXUUHQF\#IRU#WKH
HQWLUH#JOREH1

2I#FRXUVH/#D#PRQHWDU\#V\VWHP#EDVHG#RQ#D#JROG#RU#FRP0
PRGLW\# VWDQGDUG#ZRXOG#DFKLHYH# WKH#REMHFWLYH#RI# UHPRYLQJ
GHFLVLRQV#DERXW#WKH#VXSSO\#RI#PRQH\#QDWLRQDOO\#DQG#JOREDOO\
IURP# WKH# LQIOXHQFH# RI# SROLWLFLDQV1#+RZHYHU/# WKH# KLVWRU\# RI
JROG#VWDQGDUG#KDV#VKRZQ#WKDW#LW#VXIIHUV#IURP#LWV#RZQ#GHIHFWV1
7KHUH#LV#WKH#EDVLF#LUUDWLRQDOLW\#RI#SHRSOH#GLJJLQJ#JROG#RXW#RI
WKH#JURXQG#DW#WKH#H[SHQVH#RI#FDSLWDO#DQG#ODERXU/#JROG#WKDW#LV
WKHQ#UHEXULHG# LQ#WKH#YDXOWV#RI#FHQWUDO#EDQNV1#7KH#VXSSO\#RI
JROG#ZDV#VXEMHFW#WR#QHZ#GLVFRYHULHV#DQG#UHFRYHU\#PHWKRGV/
ZKLFK#DW#FHUWDLQ#WLPHV#OHG#WR#LQIODWLRQDU\#LQFUHDVHV#LQ#PRQH\
VXSSOLHV1#)RU#H[DPSOH/#WKH#GHYHORSPHQW#RI#WKH#F\DQLGH#SUR0
FHVV#IRU#WKH#UHFRYHU\#RI#JROG#IURP#WKH#6RXWK#$IULFDQ#ILHOGV#LQ
WKH# 4;<3V# GUDPDWLFDOO\# LQFUHDVHG# WKH# VXSSO\# RI# JROG# DQG
EURXJKW#VXFK#GLVWXUEDQFHV1#+)RU#DQ#DQDO\VLV#RI#WKH#PHULW#RI
WKH#JROG#VWDQGDUG/#VHH#*UXEHO#4<;7/#FKDSWHU#81,

0RQH\0VXSSO\#V\VWHPV#EDVHG#RQ#JROG#DQG#FRPPRGLW\
EDFNLQJ#KDYH#EHHQ#SURSRVHG#PDQ\#WLPHV#LQ#WKLV#FHQWXU\#EXW
IDLOHG#WR#DWWUDFW#VXIILFLHQW#LQWHUHVW#IURP#DQ\#JRYHUQPHQW1#7KH
PDLQ#UHDVRQ#IRU#WKLV#ODFN#RI#LQWHUHVW#LV#WKH#UHPRYDO#RI#WKH#SR0
OLWLFDO# LQIOXHQFH#WKDW#WKH\#UHTXLUH#RQ# LQWHUHVW#UDWHV#DQG#WKH
PRQH\#VXSSO\1#:KLOH#WKLV#IHDWXUH#PDNHV#WKH#V\VWHP#VR#GHVLU0
DEOH# IRU# LWV#DGYRFDWHV/# LW#DOVR#PDNHV# LW#KLJKO\#XQOLNHO\# WKDW
SROLWLFLDQV#RU#WKH#SXEOLF#ZLOO#DFFHSW#LW1#7KH#EHVW#FKDQFH#IRU#UH0
WXUQLQJ#WR#D#JROG#RU#FRPPRGLW\#VWDQGDUG#ZLOO#EH#D#UHDOO\#PD0
MRU#LQIODWLRQ#DQG#HFRQRPLF#GRZQ0WXUQ#FDXVHG#E\#SROLWLFL]HG
PRQHWDU\#SROLF\1#7KLV#LV#QRW#OLNHO\#WR#KDSSHQ#IRU#VRPH#WLPH
RU/#DW#OHDVW/#QRW#ZKLOH#WKH#HFRQRPLF#DQG#ILQDQFLDO#XSKHDYDOV
RI#WKH#4<:3V#DUH#DOLYH1#7KH#IDFW#WKDW#WKH#ZRUOG#GLG#QRW#PRYH
WR#D#JROG#RU#FRPPRGLW\#VWDQGDUG#DIWHU#WKLV#H[SHULHQFH#GRHV
QRW#ERGH#ZHOO#IRU#LWV#GRLQJ#VR#LQ#WKH#QHDU#IXWXUH1



6JG"2QNKVKEU"QH"/QPGVCT["7PKQP
+RZ#OLNHO\#LV#WKDW#D#1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ#ZLOO#EH
FUHDWHG#GXULQJ# WKH#FRPLQJ#GHFDGH#RU# VR"#7R#DQVZHU# WKLV
TXHVWLRQ/#LW#LV#XVHIXO#WR#FRQVLGHU#ZK\#WKHUH#LV#VR#PXFK#DFD0
GHPLF#DQG#SXEOLF#LQWHUHVW#LQ#WKH#VXEMHFW#LQ#4<<<#ZKHQ#WKHUH
ZDV#QRW#PXFK# LQWHUHVW#EHIRUH1#7KHUH#DUH# WKUHH# LPSRUWDQW
UHDVRQV1

+OOGFKCVG"ECWUGU"QH"EWTTGPV"KPVGTGUV"
KP"OQPGVCT["WPKQP

6JG"NCWPEJ"CPF"GCTN["UWEEGUU"QH"VJG"GWTQ
7KH#ODXQFK#RI#WKH#HXUR#LQ#-DQXDU\#4<<<#KDV#PDGH#PDQ\#&D0
QDGLDQV#DVN#ZKHWKHU#VXFK#D#PRQHWDU\#V\VWHP#FRXOG#EH#DU0
UDQJHG#IRU#1RUWK#$PHULFD#RU#DW#OHDVW#EHWZHHQ#&DQDGD#DQG
WKH#8QLWHG#6WDWHV1#7KH#FUHDWLRQ#RI#WKH#HXUR#DIIHFWV#SHRSOH
YHU\#GLUHFWO\#DQG#SHUVRQDOO\/#HVSHFLDOO\# IRU# WKH#PDQ\#ZKR
KDYH#IDPLO\# OLQNV#ZLWK#(XURSH#RU#WUDYHO#WKHUH#IRU#KROLGD\V1
3HRSOH#ZLOO#QR#ORQJHU#WKLQN#DERXW#IUDQFV/#PDUNV/#DQG#OLUD#LQ
FRQQHFWLRQ#ZLWK#WKHVH#FRXQWULHV1#7KH\#FDQ#WUDYHO#LQ#(XURSH
ZLWKRXW#KDYLQJ#WR#FKDQJH#FXUUHQFLHV#DQG#PDNH#FDOFXODWLRQV
DERXW#SULFHV# LQ#&DQDGLDQ#GROODUV1#7KHVH# FKDQJHV# DUH#PR0
PHQWRXV#DQG#VXJJHVW#WKH#H[LVWHQFH#RI#VRPH#PDMRU#EHQHILWV
ZKLOH#DOVR#UDLVLQJ#TXHVWLRQV#DERXW#DFFRPSDQ\LQJ#FRVWV1#&D0
QDGLDQV#ZDQW#WR#NQRZ#PRUH#DQG#ZRQGHU#ZKHWKHU#D#VLPLODU
DUUDQJHPHQW#FDQ#PDNH#WUDYHO#DQG#EXVLQHVV#ZLWK#WKH#8QLWHG
6WDWHV#HDVLHU1

(FRQRPLVWV#DUH#VLPLODUO\#LQWULJXHG#E\#GHYHORSPHQWV
LQ#(XURSH1#$IWHU#,#KDG#VWXGLHG#DQG#OHFWXUHG#DERXW#WKH#PHULW
RI#WKH#HXUR#LQ#P\#XQLYHUVLW\#FRXUVHV#IRU#D#QXPEHU#RI#\HDUV
OHDGLQJ#XS#WR#LWV#LQWURGXFWLRQ/#P\#QDWXUDO#LQFOLQDWLRQ#ZDV#WR
WKLQN# WKURXJK# WKH# SRVVLEOH# FUHDWLRQ# RI# VXFK# D#PRQHWDU\
XQLRQ#LQ#1RUWK#$PHULFD1#,Q#4<<5#DQG#4<<6/#,#SUHVHQWHG#SD0
SHUV# DW# FRQIHUHQFHV# PDNLQJ# WKH# FDVH# FRQWDLQHG# LQ# WKLV
VWXG\/#DOEHLW#DW#D# OHVV#GHWDLOHG# OHYHO176#5LFKDUG#+DUULV#DQG
7RP#&RXUFKHQH/# LQ#WKH#FRXUVH#RI#DQDO\]LQJ#WKH#FDXVH#DQG
HIIHFWV#RI# WKH#GHFOLQLQJ#GROODU/#VXJJHVWHG# WKDW#D# IL[HG#H[0
5

FKDQJH#UDWH#ZDV#GHVLUDEOH#IRU#DOO#WKH#UHDVRQV#QRWHG#DERYH1
7KH#LGHD#RI#D#SHUPDQHQWO\#IL[HG#UDWH#LPSOLFLW#LQ#D#PRQHWDU\
XQLRQ#ZDV#D# ORJLFDO#RXWFRPH#RI# WKHLU#ZRUN#RQ#H[FKDQJH0
UDWH#G\QDPLFV1#7KH\#VXSSRUW#PRQHWDU\#XQLRQ# LQ#SULQFLSOH
EXW#GR#QRW# WKLQN# LW#SROLWLFDOO\# IHDVLEOH/#HVSHFLDOO\# VLQFH# LW
EULQJV#IHZ#EHQHILWV#IRU#WKH#8QLWHG#6WDWHV/#ZKLFK#WKHUHIRUH
LV#XQOLNHO\#WR#VXSSRUW#LW1

6JG"FGENKPG"KP"VJG"XCNWG"
QH"VJG"%CPCFKCP"FQNNCT
7KH#VHFRQG#UHDVRQ#IRU#WKH#KLJK#OHYHO#RI#SXEOLF#LQWHUHVW#LQ#WKH
SURSRVDO#IRU#PRQHWDU\#XQLRQ#LV#WKH#GHFOLQH#LQ#WKH#YDOXH#RI#WKH
&DQDGLDQ# FXUUHQF\/# HVSHFLDOO\# DJDLQVW# WKH# 86# GROODU1# $V
ILJXUH 5# VKRZV/# WKLV# GHFOLQH# LV# VHFXODU/# HYHQ# WKRXJK# WKHUH
ZHUH#VKRUW#SHULRGV#RI#UHFRYHU\1#'XULQJ#WKH#VXPPHU#RI#4<<;/
WKH#H[FKDQJH#UDWH# IHOO#DW#D#UDSLG# UDWH#DQG# UHDFKHG#KLVWRULF
ORZV1#2Q#$XJXVW#5:/#4<<;/# LW#UHDFKHG#D#UHFRUG# ORZ#RI# 1967
FHQWV#WR#WKH#86#GROODU1#$W#WKDW#WLPH#DQ#LWHP#WKDW#FRVW#86#'433
UHTXLUHG#&'1'48:1981

0DQ\#&DQDGLDQV#KDYH#H[SHULHQFHG#UHGXFWLRQV#LQ#WKHLU
OLYLQJ# VWDQGDUGV#DV#D# UHVXOW/#HVSHFLDOO\#ZKHQ# WKH\#YLVLW# WKH
8QLWHG#6WDWHV#DV#WRXULVWV#RU#VKRSSHUV#RU#OLYH#WKHUH#IRU#SUR0
ORQJHG#SHULRGV#DV#´VQRZ#ELUGVµ#LQ#WKH#ZLQWHU1#:KLOH#WKH#H[0
FKDQJH#UDWH#KDV#VLQFH#UHFRYHUHG#IURP#WKLV#ORZ/#WKH#SXEOLF#LV
QRW# FRQYLQFHG# WKDW# WKH# KLVWRULF# GRZQZDUG# WUHQG# KDV
VWRSSHG1#0DQ\#&DQDGLDQV#DUH#GHHSO\#GLVWXUEHG#DERXW#WKH#LP0
SOLFDWLRQV#RI# WKLV# WUHQG# IRU# WKHLU#RZQ# OLYLQJ# VWDQGDUGV#DQG
WKDW#RI#WKHLU#FKLOGUHQ#DQG#JUDQG0FKLOGUHQ1

5HFHQW#GHYHORSPHQWV#LQ#WKH#H[FKDQJH#UDWH#KDYH#EHHQ
DFFRPSDQLHG#E\#D#GHFOLQH# LQ# WKH#DYHUDJH/#UHDO#DIWHU0WD[# LQ0
FRPH#RI#&DQDGLDQV#DW#WKH#VDPH#WLPH#WKDW#$PHULFDQ#LQFRPHV
KDYH#VRDUHG1#&DQDGLDQV·#ZHDOWK#KDV#VKUXQN#UHODWLYH#WR#WKDW#RI
$PHULFDQV# ODUJHO\# EHFDXVH# &DQDGLDQ# HTXLW\# PDUNHWV# SHU0
IRUPHG#PXFK#PRUH#SRRUO\# WKDQ#$PHULFDQ#PDUNHWV1#$W# WKH
VDPH#WLPH/#&DQDGLDQ#XQHPSOR\PHQW#UDWHV#KDYH#UHPDLQHG#DW
OHYHOV#QHDUO\#WZLFH#WKRVH#SUHYDLOLQJ#LQ#WKH#8QLWHG#6WDWHV1#7KH
G\QDPLVP#DQG#ORZHU#WD[HV#RI#WKH#8QLWHG#6WDWHV#KDYH#UHVXOWHG
LQ#D#EUDLQ#GUDLQ#RI#WKH#EHVW#DQG#EULJKWHVW#&DQDGLDQV1
7



58 %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
(CXQWTCDNG"GZRGTKGPEG"YKVJ"HTGG"VTCFG
7KH# WKLUG# UHDVRQ# IRU#SXEOLF# LQWHUHVW# LQ#PRQHWDU\#XQLRQ# LQ
4<<<# LV#WKDW#HQRXJK#WLPH#KDV#HODSVHG#WR#SHUPLW#DQ#DVVHVV0
PHQW#RI#WKH#VXFFHVV#RI#WKH#1RUWK#$PHULFDQ#)UHH#7UDGH#$JUHH0
PHQW1# 6LQFH# LWV# VLJQLQJ# LQ# 4<<5/# WKH# OHYHO# RI# H[SRUW# DQG
VXUSOXVHV#ZLWK#WKH#8QLWHG#6WDWHV#KDYH#ULVHQ#PXFK#PRUH#UDS0
LGO\#WKDQ#KDV#&DQDGD·V#WUDGH#ZLWK#WKH#UHVW#RI#WKH#ZRUOG1#0XFK
RI# WKH#HFRQRPLF#JURZWK#H[SHULHQFHG#E\#&DQDGD# VLQFH# WKH
PLGGOH#4<<3V#KDV#EHHQ#GULYHQ#E\#WKHVH#H[SRUWV1#7KH#ORZ#H[0
FKDQJH#UDWHV#KDYH#IDFLOLWDWHG#WKLV#JURZWK#EXW#WKH#H[LVWHQFH#RI
WKH#IUHH#WUDGH#DJUHHPHQW#KDV#KHOSHG#SUHYHQW#$PHULFDQ#WUDGH
UHVWULFWLRQV#WKDW#LQ#WKH#SDVW#KDYH#WHQGHG#WR#DULVH#LQ#UHVSRQVH
WR#WKH#UDSLG#JURZWK#RI#LPSRUWV#WR#WKH#8QLWHG#6WDWHV1

3ULPH# 0LQLVWHU# -HDQ# &KUHWLHQ# LQ# 4<<6# KDG# FDP0
SDLJQHG#RQ#WKH#SURPLVH#WR#DOWHU#WKH# IUHH#WUDGH#DJUHHPHQW
VXEVWDQWLDOO\1#$IWHU#KH#FDPH#LQWR#RIILFH/#KH#UHDOL]HG#WKH#EHQ0
HILWV#RI#WKDW#DJUHHPHQW1#+H#QHJRWLDWHG#VRPH#IDFH0VDYLQJ#PL0
QRU# FKDQJHV# EXW# WKHUHDIWHU# KDV# RIWHQ# SUDLVHG# LWV# PDQ\
SRVLWLYH#HIIHFWV#IRU#&DQDGD1#2WKHU#RSSRQHQWV#RI#WKH#DJUHH0
PHQW#ZKR#KDG#SUHGLFWHG#GLUH#FRQVHTXHQFHV#IRU#FXOWXUH#DQG
VRFLDO#SURJUDPV#KDYH#EHHQ#VLOHQFHG#E\#WKH#DEVHQFH#RI#DQ\
VXFK#SUREOHPV1

7KHVH# IDYRXUDEOH# H[SHULHQFHV# ZLWK# WKH# IUHH# WUDGH
DJUHHPHQW#KDYH#DURXVHG# LQWHUHVW# LQ#RSSRUWXQLWLHV# IRU# IXU0
WKHU# VWUHQJWKHQLQJ# RI# FRPPHUFLDO# UHODWLRQVKLSV# ZLWK# WKH
8QLWHG#6WDWHV1#7KH#SRVVLELOLW\#RI#FUHDWLQJ#D#FXVWRPV#XQLRQ
ZDV#UHSRUWHG#WR#EH#RQ#WKH#DJHQGD#IRU#D#FDELQHW#PHHWLQJ#RI
WKH#JRYHUQPHQW#LQ#$XJXVW#4<<<1#$#FXVWRPV#XQLRQ#ZRXOG#UH0
WDLQ# WKH# H[LVWLQJ# IUHH# WUDGH# DUUDQJHPHQWV1# ,Q# DGGLWLRQ/# LW
ZRXOG# KDUPRQL]H# WKH# H[WHUQDO# WDULII# VWUXFWXUH# RI# WKH# WZR
FRXQWULHV1#$V#D#UHVXOW/#LPSRUWV#IURP#RWKHU#FRXQWULHV#HQWHULQJ
HLWKHU#&DQDGD#RU#WKH#8QLWHG#6WDWHV#FRXOG#FURVV#WKH#ERUGHU
EHWZHHQ#WKH#WZR#FRXQWULHV#ZLWKRXW#SDSHU#ZRUN#RU#WKH#SD\0
PHQW#RI#GXWLHV1#'HOD\V#DQG#FRVWV#DW# WKH#ERUGHU#ZLOO#EH#UH0
GXFHG#VXEVWDQWLDOO\1

0RVW#LPSRUWDQW#IRU#WKH#SXUSRVHV#RI#WKH#SUHVHQW#DQDO0
\VLV#LV#WKH#UHSRUW#WKDW#FDELQHW#DW#WKDW#PHHWLQJ#ZLOO#DOVR#GLV0
FXVV#WKH#PHULW#RI#PRQHWDU\#XQLRQ1#$IWHU#WKH#SXEOLFDWLRQ#RI
WKLV#UHSRUW#WKH#JRYHUQPHQW#GHQLHG#WKDW#WKH#VXEMHFW#ZDV#RQ
WKH#DJHQGD# IRU# WKH#FDELQHW#PHHWLQJ# WKRXJK# LW#GLG#FRQILUP
WKDW#WKH#IXWXUH#RI#UHODWLRQVKLSV#ZLWK#WKH#8QLWHG#6WDWHV#ZDV1#,W
VHHPV#WR#PH#WKDW#DQ\#GLVFXVVLRQ#RI#SRVVLEOH#FORVHU#HFRQRPLF
OLQNV#EHWZHHQ#&DQDGD#DQG#WKH#8QLWHG#6WDWHV#PXVW#LQHYLWDEO\
LQFOXGH#WKH#VXEMHFW#RI#PRQHWDU\#XQLRQ1#2IILFLDO#UHSRUWV#DERXW
WKH#GLVFXVVLRQV#LQ#WKH#FDELQHW#PHHWLQJ#PDGH#QR#PHQWLRQ#RI
WKHVH#DOOHJHG#DJHQGD#LWHPV1#,QVWHDG/#WKHUH#ZDV#DQ#DQQRXQFH0
PHQW# WKDW#&DQDGLDQV#ZRXOG#EH# H[SRVHG# WR# DQ# DGYHUWLVLQJ
SURJUDP#WRXWLQJ#KRZ#PXFK#EHWWHU#WKH#&DQDGLDQ#TXDOLW\#RI
OLIH#ZDV#WKDQ#WKDW#LQ#WKH#8QLWHG#6WDWHV1
5WRRQTV"HQT."CPF"QRRQUKVKQP"VQ."
OQPGVCT["WPKQP

#ECFGOKE"CPF"OGFKC"KPVGTGUV
7KH#SUHFHGLQJ#DQDO\VLV#H[SODLQV#WKH#VXUJH#RI#SXEOLF#LQWHUHVW
LQ# WKH#SRVVLELOLW\#RI# FUHDWLQJ#D#1RUWK#$PHULFDQ#0RQHWDU\
8QLRQ/# ZKLFK# LQ# WXUQ# VWLPXODWHG# D# QXPEHU# RI# DFWLYLWLHV1
)RUHPRVW#RI#WKHVH#KDV#EHHQ#D#IOXUU\#RI#QHZVSDSHU#HGLWRULDOV
DQG#VWRULHV# +%UHQQHU#4<<<D/#4<<<E>#&RXUFKHQH#DQG#+DUULV
4<<<F># &RUFRUDQ# 4<<<># &R\QH# 4<<<># &URZ# 4<<<># *UXEHO
4<<<>#0F4XHHQ#DQG#1DQNLYHOO#4<<;,1#7RP#&RXUFKHQH/#5LFN
+DUULV/#DQG#,#KDYH#JLYHQ#PDQ\#LQWHUYLHZV#RQ#UDGLR#DQG#WHOH0
YLVLRQ# DQG# DSSHDUHG#RQ# WDON0VKRZV1#7KHUH#KDYH#EHHQ#QX0
PHURXV# OHWWHUV# WR# WKH# HGLWRU# DQG# FDOOHUV#RQ# WKH#SKRQH0LQ
VKRZV1#2Q#-XQH#59/#4<<</#WKH#&DQDGLDQ#%URDGFDVWLQJ#&RU0
SRUDWLRQ# GHGLFDWHG# WR# WKH# VXEMHFW#RI#PRQHWDU\#XQLRQ# LWV
ZHHNO\#QDWLRQDO#SKRQH0LQ#SURJUDP#KRVWHG#E\#5H[#0XUSK\177

,# DP# FHUWDLQ# WKDW# WKHUH#ZHUH#PDQ\# RWKHU# VXFK# HYHQWV# RI
ZKLFK#,#DP#QRW#DZDUH1

2Q#$SULO#63/#4<<</#3URIHVVRUV#-DPHV#'HDQ#DQG#6WHYHQ
*OREHUPDQ#KHOG#D#FRQIHUHQFH#RQ#PRQHWDU\#XQLRQ#DW#WKH#8QL0
YHUVLW\#RI#:HVWHUQ#:DVKLQJWRQ1# ,W#ZDV#DWWHQGHG#E\#SURIHV0
VRUV# IURP#ERWK#FRXQWULHV/#DV#ZHOO#DV# -RKQ#0XUUD\# IURP#WKH
%DQN#RI#&DQDGD#DQG#-RKQ#0F&DOOXP#RI#WKH#5R\DO#%DQN1#3UR0
IHVVRU#5REHUW#0XQGHOO#SUHVHQWHG#D#NH\QRWH#VSHHFK1#7KH#SD0
SHUV#SUHVHQWHG#DW#WKDW#FRQIHUHQFH#ZLOO#EH#SXEOLVKHG1

0XQGHOO# KDV# RUJDQL]HG# D#PHHWLQJ# RI# WKH# %RORJQD0
&ODUHPRQW# 0RQHWDU\# &RQIHUHQFH# 6HULHV# LQ# *YDQDMXDWR/
0H[LFR#DW#WKH#EHJLQQLQJ#RI#2FWREHU#4<<<1#$#QXPEHU#RI#GLV0
WLQJXLVKHG#HFRQRPLVWV#IURP#&DQDGD/#WKH#8QLWHG#6WDWHV/#DQG
0H[LFR#ZLOO#GLVFXVV#WKH#LVVXH#RI#PRQHWDU\#XQLRQ#IRU#1RUWK
$PHULFD1

2Q#0DUFK#58/#4<<<#WKH#6HQDWH#&RPPLWWHH#RQ#%DQN0
LQJ/#7UDGH/#DQG#&RPPHUFH#LQYLWHG#ILYH#HFRQRPLVWV#WR#JLYH
WKHLU# YLHZV#RQ# WKH#SURVSHFWV# IRU# D# FRPPRQ# FXUUHQF\# IRU
1RUWK#$PHULFD1#$W# WKDW#6HQDWH# FRPPLWWHH#KHDULQJ/# ,#SUH0
VHQWHG#D#VXPPDU\#RI#WKH#DQDO\VLV#LQ#WKH#SUHVHQW#VWXG\1#7KH
VHFRQG#ZLWQHVV/#3URIHVVRU#&RXUFKHQH#DJUHHG#ZLWK#P\#UHD0
VRQV#IRU#KDYLQJ#D#FRPPRQ#FXUUHQF\#EXW#DUJXHG#WKDW#D#FRP0
PLWPHQW#WR#D#IL[HG#H[FKDQJH#UDWH#DW#WKLV#WLPH#ZRXOG#EH#WKH
RQO\# SROLWLFDOO\# IHDVLEOH# DOWHUQDWLYH1# 3URIHVVRUV# -DFN# &DUU
DQG#%HUQLH#:ROI#DOVR#DJUHHG#WKDW#IL[HG#H[FKDQJH#UDWHV#DQG
D#FRPPRQ#FXUUHQF\#ZRXOG#EULQJ#WKH#PLFUR0HFRQRPLF#EHQ0
HILWV#RXWOLQHG#DERYH1#+RZHYHU/# WKH\#KHOG# WKDW# WKH#PDFUR0
HFRQRPLF#FRVWV#PLJKW#EH#JUHDWHU#WKDQ#,#KDG#PDGH#WKHP#RXW
WR# EH1# 3UHVVHG# E\# SUHVLGLQJ# 6HQDWRU#0LFKDHO# .LUE\# WKH\
ZHQW#RQ#UHFRUG#DV#PLOG#VXSSRUWHUV#RI#WKH#LGHD#IRU#IL[HG#H[0
FKDQJH#UDWHV1



6JG (TCUGT +PUVKVWVG 6JG"%CUG"HQT"VJG"#OGTQ 59
2QO\#ZLWQHVV#-RKQ#&URZ/#WKH#IRUPHU#JRYHUQRU#RI#WKH
%DQN#RI#&DQDGD/#ZDV#WRWDOO\#RSSRVHG#WR#WKH#LGHD1#+H#VDLG#WKDW
P\#YLHZV#ZHUH#W\SLFDO#RI#WKRVH#PDGH#E\#WKHRUHWLFDO#HFRQR0
PLVWV#ZKR#DUH#ODPSRRQHG#E\#WKH#VWRU\#RI#VFLHQWLVWV#VWUDQGHG
RQ#D#GHVHUWHG#LVODQG1#7KH\#KDG#D#FDQ#RI#IRRG#EXW#QR#PHDQV
RI#RSHQLQJ#LW1#7KH#HFRQRPLVW#RIIHUHG#WKH#VROXWLRQ#´/HW#XV#DV0
VXPH#WKDW#ZH#KDG#D#FDQ0RSHQHUµ#+VHH#&DUU#HW#DO1#4<<<,1

$W#WKH#DQQXDO#PHHWLQJV#RI#WKH#&DQDGLDQ#(FRQRPLVW#$V0
VRFLDWLRQ#DW#WKH#8QLYHUVLW\#RI#7RURQWR#LQ#-XQH#RI#4<<</#D#VSH0
FLDO#SDQHO#GLVFXVVLRQ#GHDOW#ZLWK#PRQHWDU\#XQLRQ#DQG# IL[HG
H[FKDQJH#UDWHV1#7KHUH#ZDV#D#FRQIURQWDWLRQ#EHWZHHQ#&RXUFK0
HQH# DQG#+DUULV# LQ# IDYRXU#ZKLOH#&URZ# DQG# 3URIHVVRU#'DYLG
/DLGOHU# IURP# WKH#8QLYHUVLW\#:HVWHUQ#2QWDULR#ZHUH# DJDLQVW
VXFK#D#XQLRQ1#7KH#GLVFXVVLRQ#DWWUDFWHG#PXFK# LQWHUHVW# IURP
RWKHU#HFRQRPLVWV#DW#WKH#PHHWLQJ1

2TKXCVG/UGEVQT"FQNNCTK\CVKQP
:KLOH#WKH#GHEDWH#RYHU#WKH#FUHDWLRQ#RI#D#FRPPRQ#FXUUHQF\#IRU
1RUWK# $PHULFD# SURFHHGV/# WKH# SULYDWH# VHFWRU# LQ# &DQDGD# LV
PRYLQJ#UDSLGO\#LQ#WKLV#GLUHFWLRQ#E\#ZKDW#,#UHIHUUHG#WR#DERYH
DV#SULYDWH#GROODUL]DWLRQ#RI#FRPPHUFH1#

7KH#DVVHWV#DQG#OLDELOLWLHV#RI#&DQDGLDQ#EDQNV#GHQRPL0
QDWHG#LQ#IRUHLJQ#FXUUHQFLHV#KDYH#LQFUHDVHG#JUHDWO\#LQ#UHFHQW
\HDUV1# ,Q# -DQXDU\#4<;</# IRUHLJQ#FXUUHQF\# OLDELOLWLHV#ZHUH#68
SHUFHQW#RI#WRWDO#OLDELOLWLHV1#,Q#-DQXDU\#4<<</#WKH\#ZHUH#79#SHU0
FHQW#+%DQN#RI#&DQDGD#5HYLHZ/#6SULQJ#4<<<=#WDEOH#&7,1#:KLOH#WKH
JURZWK#LQ#WKHVH#DVVHWV#DQG#OLDELOLWLHV#UHIOHFWV#WKH#JURZWK#LQ
WKH#LQWHUQDWLRQDO#EXVLQHVV#RI#&DQDGLDQ#EDQNV/#WKH#IROORZLQJ
LV#PRUH#RPLQRXV1#,Q#$SULO#RI#4<;</#&DQDGLDQ#UHVLGHQWV#RWKHU
WKDQ#EDQNV#KHOG#';#ELOOLRQ# LQ#GHSRVLWV#GHQRPLQDWHG# LQ#IRU0
HLJQ# FXUUHQFLHV1# %\# )HEUXDU\# 4<<</# WKLV# VXP# KDG# ULVHQ# WR
'8417#ELOOLRQ1#7KHVH#IRUHLJQ#FXUUHQF\#GHSRVLWV#JUHZ/#DV#D#SHU0
FHQW#RI# WRWDO#GHSRVLWV#KHOG#E\# WKH#JHQHUDO#SXEOLF# IURP# 615
SHUFHQW#WR#431;#SHUFHQW#+%DQN#RI#&DQDGD#5HYLHZ/#6SULQJ#4<<<
DQG#0D\#4<<4=#WDEOH#&5,1#7KH#PRYH#E\#WKH#&DQDGLDQ#SXEOLF
WR#IRUHLJQ#FXUUHQF\#KROGLQJV/#WKH#EXON#RI#ZKLFK#LV#86#GROODUV/
UHIOHFWV# D# GHVLUH# WR# SURWHFW# LWV# ZHDOWK# DJDLQVW# WKH
GHSUHFLDWLRQ# RI# WKH# &DQDGLDQ# GROODU1# 7KLV#PRYH# KDV# EHHQ
IDFLOLWDWHG#E\#WKH#UHDG\#DYDLODELOLW\#DQG#HYHQ#E\#SURPRWLRQ#RI
VXFK#GHSRVLWV#E\#&DQDGLDQ#EDQNV1#

(ULF# %HDXFKHVQH# +4<<<,# LQ# D# EULHI# DUWLFOH# UHSRUWHG
PRUH#HYLGHQFH#RQ#WKH#SULYDWH#GROODUL]DWLRQ#RI#WKH#&DQDGLDQ
HFRQRP\178#+H#IRXQG#WKDW#DQ#LQFUHDVLQJ#QXPEHU#RI#&DQDGLDQ
ILUPV#KDYH#OLVWHG#WKHLU#VKDUHV#LQ#86#GROODUV#RQ#$PHULFDQ#VWRFN
H[FKDQJHV1# 7R# PHHW# OLVWLQJ# TXDOLILFDWLRQV/# WKHLU# ILQDQFLDO
UHSRUWV#DUH#LVVXHG#LQ#86#GROODUV1

7KH#VDODULHV#RI#WRS#&DQDGLDQ#HPSOR\HHV#ZRUNLQJ#IRU
PXOWLQDWLRQDOV#RSHUDWLQJ# LQ#&DQDGD#DUH#SDLG# LQ#86#GROODUV1
7KH# DWKOHWHV# LQ# WKH# SUHPLHU# EDVHEDOO/# EDVNHWEDOO/# DQG# LFH0
KRFNH\#OHDJXHV#DUH#SDLG#LQ#86#GROODUV1#7KH#VDPH#LV#WUXH#RI#WKH
UHIHUHHV#ZRUNLQJ#LQ#WKHVH#EHVW#OHDJXHV1

&DQDGLDQ# PDQXIDFWXULQJ# SURGXFWLRQ# JRLQJ# LQWR# RU
WKURXJK#WKH#8QLWHG#6WDWHV#ZDV#53#SHUFHQW#LQ#4<;31#,Q#4<<</
LW#LV#88#SHUFHQW1#0RVW#RI#WKHVH#H[SRUWV#DUH#SULFHG#LQ#86#GRO0
ODUV/#ZLWK#SURGXFHUV#UHTXLULQJ#LQFUHDVLQJO\#WKDW#WKHLU#VXSSOL0
HUV#DOVR#SULFH#WKHLU#JRRGV#LQ#86#GROODUV1

&RXUFKHQH# DQG# +DUULV# FRQVLGHUHG# SULYDWH# GROODUL]D0
WLRQ#LQ#&DQDGD#DQG#QRWHG#WKDW#LW#´ZRXOG#WHQG#WR#EH#VHOI0UHLQ0
IRUFLQJ#DQG#WR#OHDG#WR#XQSUHGLFWDEOH#SROLWLFDO#G\QDPLFV#1 1 1#LW
ZRXOG#EH#D#PDMRU#PLVWDNH#RQ#WKH#SDUW#RI#&DQDGD·V#PRQHWDU\
DXWKRULWLHV#WR#DVVLJQ#D#]HUR#SUREDELOLW\#WR#D#GROODUL]DWLRQ#VFH0
QDULRµ#+4<<<F=#54,#$W#WKH#PHHWLQJV#LQ#-XQH/#4<<<#RI#WKH#&DQD0
GLDQ# (FRQRPLFV# $VVRFLDWLRQ# LQ# 7RURQWR# &RXUFKHQH# DQG
+DUULV#VXJJHVWHG#WKDW#LQFUHDVLQJ#SULYDWH#PDUNHW#GROODUL]DWLRQ
LQ#0H[LFR# DQG#&DQDGD#ZRXOG# OHDG# WR# D# FRPPRQ# FXUUHQF\
ZLWKRXW#IRUPDO#DJUHHPHQW1#,I#WKLV#KDSSHQV/#&DQDGD#ZLOO#KDYH
DOO#RI#WKH#PDFURHFRQRPLF#SUREOHPV#HPSKDVL]HG#E\#FULWLFV#RI
PRQHWDU\#XQLRQ1#$W#WKH#VDPH#WLPH/#WKHUH#ZRXOG#EH#WKH#ORVV
RI#VHLJQLRUDJH#DQG#RI#WKH#RSSRUWXQLW\#WR#KDYH#IRUPDO#UHSUH0
VHQWDWLRQ#RQ#WKH#ERDUG#RI#D#1RUWK#$PHULFDQ#FHQWUDO#EDQN#WKDW
D#PRQHWDU\#XQLRQ#RI#WKH#VRUW#GHVFULEHG#DERYH#ZRXOG#DOORZ1

6JG"TQCF"VQ"RQNKVKECN"CEVKQP
/HW#PH#FRQFOXGH#P\#DQDO\VLV#E\#FRQVLGHULQJ#WKH#SURVSHFWV
WKDW#WKH#ZLGHVSUHDG#LQWHUHVW#LQ#WKH#LVVXHV#RI#PRQHWDU\#XQLRQ
ZLOO#WUDQVODWH#LQWR#SROLWLFDO#DFWLRQV#WKDW#ZLOO#SHUVXDGH#&DQDGL0
DQ#SROLWLFLDQV#WR#WDNH#XS#WKH#FDXVH1

+HIHNHU#+4<<8,#LQ#KLV#DQDO\VLV#RI#WKH#SROLWLFV#RI#PRQH0
WDU\#DUUDQJHPHQWV#FRQFOXGHV#WKDW#WKH#LQWHUHVW#JURXS#RI#GR0
PHVWLF#SURGXFHUV#LV#WKH#PRVW#OLNHO\#WR#WDNH#XS#WKH#FDXVH#IRU
PRQHWDU\#XQLRQ1#7KH#UHDVRQ#LV#WKDW#LQGXVWU\#OLNHV#H[FKDQJH0
UDWH#VWDELOLW\/#ZKLFK#IDFLOLWDWHV#ORQJ0UDQJH#SODQQLQJ#DQG#ORZ0
HUV#WKH#FRVWV#RI#GRLQJ#EXVLQHVV#DEURDG1#7KH#SURFHVV#RI#SUL0
YDWH0PDUNHW#GROODUL]DWLRQ#GLVFXVVHG#LQ#WKH#SUHFHGLQJ#VHFWLRQ
VKRZV#WKDW#LI#WKHUH#LV#QR#IRUPDO#DJUHHPHQW/#EXVLQHVV#WHQGV
WR#DFW#RQ#LWV#RZQ#DQG#VZLWFK#WR#WKH#FXUUHQF\#RI#WKH#GRPLQDQW
WUDGLQJ#SDUWQHU³LQ#&DQDGD·V#FDVH/#WKH#86#GROODU1#,Q#DGGLWLRQ/
DV#QRWHG#DERYH/#&DQDGLDQ#EXVLQHVV#VKRXOG#DOVR#VXSSRUW#PRQ0
HWDU\# XQLRQ# EHFDXVH# LW# SURPLVHV# WR# EULQJ# ORZHU# LQWHUHVW
UDWHV/# WKRXJK# ,# DP#QRW# VXUH# WKDW# WKLV# FRQVHTXHQFH#RI# WKH
XQLRQ#LV#XQGHUVWRRG#ZHOO1

,I#WKH#LQWHUHVW#RI#EXVLQHVV#LQ#PRQHWDU\#XQLRQ#LV#GXH#WR
LWV#LQYROYHPHQW#LQ#WUDGH/#WKHQ#WKH#JURZWK#RI#WKDW#WUDGH#LQ#UH0
FHQW#\HDUV#VKRXOG#KDYH#VWLPXODWHG#VXFK#LQWHUHVW1#*UDG\#DQG
0DF0LOODQ# +4<<;,# IRXQG# WKDW# EHWZHHQ# 4<;<# DQG# 4<<:# H[0
SRUWV#IURP#&DQDGD#WR#WKH#UHVW#RI#WKH#ZRUOG#URVH#IURP#5914
SHUFHQW#WR#7315#SHUFHQW#RI#QDWLRQDO#LQFRPH#ZKLOH# LQWHUSUR0
YLQFLDO#WUDGH#GHFOLQHG#IURP#551:#SHUFHQW#WR#4<1:#SHUFHQW#RI



5: %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
QDWLRQDO# LQFRPH1# 7KHVH# JURZWK# UDWHV# RI#&DQDGD·V# LQWHUQD0
WLRQDO#WUDGH#DUH#XQSUHFHGHQWHG#LQ#SHDFH0WLPH1

1HYHUWKHOHVV/#WKHUH#LV#D#ZHOO0NQRZQ#UHOXFWDQFH#E\#ED0
VLFDOO\# FRQVHUYDWLYH# EXVLQHVV# LQWHUHVWV³DQG# WKH# JHQHUDO
SXEOLF³WR#PDNH#PDMRU#FKDQJHV#WR#LPSRUWDQW/#H[LVWLQJ#SXE0
OLF#LQVWLWXWLRQV#OLNH#WKH#FHQWUDO#EDQN1#1HZ#DUUDQJHPHQWV#PXVW
EH#VHHQ#WR#EH#FOHDUO\#VXSHULRU#WR#WKRVH#WKH\#ZLOO#UHSODFH#DQG
WKHUH#PXVW# EH# D# FULVLV# WKDW# WULJJHUV# DQ# LQWHUHVW# LQ# VXFK# D
FKDQJH1#7KH#4<<3V#VHHP#WR#KDYH#EURXJKW#VXFK#FRQGLWLRQV=
&DQDGD·V#XQHPSOR\PHQW# UDWH# KDV# EHHQ#KLJK# +HVSHFLDOO\# LQ
FRPSDULVRQ# ZLWK# WKDW# RI# WKH# 8QLWHG# 6WDWHV,/# HFRQRPLF
JURZWK#KDV#EHHQ#VORZ/#H[FKDQJH0UDWH#LQVWDELOLW\#JUHDW/#VWRFN0
PDUNHW#JURZWK#DQHPLF#DQG# WKHUH#KDYH#EHHQ#PDQ\#VDOHV#RI
ZHOO0NQRZQ#&DQDGLDQ#ILUPV#WR#$PHULFDQV1

&DQDGLDQ#EXVLQHVV/#WKHUHIRUH/#PD\#ZHOO#EH#LQFOLQHG#WR
IDYRXU#PRQHWDU\#XQLRQ#ZLWK#LWV#ODUJHVW#WUDGLQJ#SDUWQHU1#+RZ0
HYHU/#WKHUH#LV#RQH#IDFWRU#WKDW#FRXOG#UHGXFH#WKLV#HQWKXVLDVP1
7KH#GHFOLQH#RI#WKH#GROODU#KDV#KHOSHG#WKLV#WUDGH#H[SDQVLRQ/#HV0
SHFLDOO\#LQ#WKH#FDVH#RI#ILUPV#KDUYHVWLQJ#QDWXUDO#UHVRXUFHV1

7KH#DGYDQWDJH#RI#D#IDOOLQJ#GROODU#LV#PXFK#ZHDNHU#LQ#WKH
FDVH#RI#ILUPV#WKDW#KDYH#D#VPDOOHU#&DQDGLDQ#YDOXH0DGGHG#DQG
UHO\#RQ#PDQ\#LPSRUWHG#LQSXWV/#WKH#SULFH#RI#ZKLFK#ULVHV#ZLWK
WKH#IDOO#LQ#WKH#H[FKDQJH#UDWH1#7KH#PRVW#RXWVWDQGLQJ#H[DPSOH
RI#VXFK#ILUPV#DUH#WKH#DVVHPEOHUV#RI#FRPSXWHUV/#DXWRPRELOHV/
DQG#RWKHU#FRQVXPHU#SURGXFWV1#$#ORZHU#H[FKDQJH#UDWH#EULQJV
PRUH#&DQDGLDQ#GROODUV#IRU#VDOHV#DEURDG#EXW#UDLVHV#WKH#FRVWV
RI#FRPSRQHQWV#UHTXLUHG#IRU#DVVHPEO\#E\#WKHVH#ILUPV1#3URILWV
ULVH#DQG#VWD\#KLJK#EXW#RQO\#DV#ORQJ#DV#ODERXU#FRVWV#GR#QRW#LQ0
FUHDVH#FRUUHVSRQGLQJO\1

,W#UHPDLQV#WR#EH#VHHQ#ZKHWKHU/#DQG#WR#ZKDW#H[WHQW/#&D0
QDGLDQ#EXVLQHVV#ZLOO# ORRN#EH\RQG# WKH# VKRUW0WHUP#G\QDPLF
EHQHILWV#IURP#ORZHU#H[FKDQJH#UDWHV#DQG#DSSUHFLDWH#WKH#ORQJ0
WHUP#EHQHILWV# IURP#H[FKDQJH0UDWH#VWDELOLW\1# ,#ZRXOG#SUHGLFW
WKDW#RSLQLRQ#LQ#IDYRXU#RI#PRQHWDU\#XQLRQ#ZLOO#JDLQ#PRPHQ0
WXP#ZKHQ#WKH#H[FKDQJH#UDWH#DSSUHFLDWHV1#6XFK#DQ#LQFUHDVH#LQ
WKH#H[FKDQJH# UDWH# LV# OLNHO\# WR#KDSSHQ#HYHQWXDOO\/#DV# LW#KDV
GRQH#SHULRGLFDOO\#GXULQJ#WKH#SRVWZDU#\HDUV1#)LJXUH#5#FOHDUO\
VKRZV#WKHVH#HSLVRGHV1

:KHQ#WKH#H[FKDQJH#UDWH#ULVHV/#&DQDGLDQ#SURGXFHUV#RI
FRPPRGLWLHV# ZLOO# EH# XSVHW# EHFDXVH# WKH# LQFUHDVHV# LQ# WKH
ZRUOG#SULFHV#RI#WKHLU#H[SRUWV#ZLOO#EH#RIIVHW#LQ#SDUW#E\#WKH#DS0
SUHFLDWLRQ#RI#WKH#H[FKDQJH#UDWH1#7KH\#ZLOO#EH#XSVHW#HVSHFLDOO\
LI/#GXULQJ#WKH#SUHFHGLQJ#VOXPS/#WKH\#KDYH#DOORZHG#ZDJH#UDWHV
WR# ULVH# DQG# GLG# QRW# HQMR\# JDLQV# LQ# ODERXU# SURGXFWLYLW\# WR
PDWFK#WKH#KLJKHU#SD\1

&DQDGLDQ#ILUPV#RWKHU#WKDQ#FRPPRGLW\#SURGXFHUV#ZLOO
DOVR# IDFH# SUREOHPV# ZKHQ# WKH# H[FKDQJH# UDWH# DSSUHFLDWHV1
7KH\#ZLOO#KDYH#WR#ORZHU#WKHLU#H[SRUW#SULFHV#LQ#&DQDGLDQ#GRO0
ODUV#WR#PDLQWDLQ#PDUNHW#VKDUHV1#:KLOH#WKH#UHVXOWDQW#ILQDQFLDO
VTXHH]H#ZLOO#EH#GDPSHQHG#E\# WKH# ORZHU#FRVWV#RI# LPSRUWV/
WKH\#WRR#ZLOO#VXIIHU#LI#WKH\#KDYH#UDLVHG#ZDJH#UDWHV#GXULQJ#WKH
SUHFHGLQJ#SHULRG#ZKHQ#WKH#H[FKDQJH#UDWH#ZDV#ORZ1#

,Q#VXP/#LI#+HIHNHU·V#DQDO\VLV#RI#KLVWRU\#DQG#RWKHU#FRXQ0
WULHV#LV#FRUUHFW/#&DQDGLDQ#ILUPV#DQG#WKHLU#HPSOR\HHV#ZLOO#EH0
FRPH# VXSSRUWHUV#RI# D#PRYH# WR#PRQHWDU\#XQLRQ#ZKHQ# WKH
QH[W/# LQHYLWDEOH#ULVH# LQ#WKH#&DQDGLDQ#GROODU#FDXVHV#WKHP#WR
VXIIHU#HFRQRPLFDOO\1#

7KH#JHQHUDO#SXEOLF# LQ#&DQDGD#DQG#PRVW# LPSRUWDQWO\
FRQVXPHUV# ZLOO# ZHOFRPH# PRQHWDU\# XQLRQ# DIWHU# WKH# SUR0
ORQJHG#SHULRG#RI#FXUUHQF\#GHSUHFLDWLRQ#DQG#XQHPSOR\PHQW
WKDW#&DQDGD#KDV#H[SHULHQFHG#WKURXJK#WKH#4<<3V1#*URZLQJ#LQ0
WHUQDWLRQDO# WUDYHO# IXHOOHG# E\# ORZ0FRVW# MHW# SODQHV# DQG# LQ0
FUHDVHG# DZDUHQHVV# DERXW# WKH# RXWVLGH#ZRUOG# YLD# WHOHYLVLRQ
DQG#WKH#LQWHUQHW#KDYH#PDGH#&DQDGLDQV#DZDUH#RI#WKH#GHFOLQH
LQ#WKH#YDOXH#RI#WKHLU#GROODU#DV#QHYHU#EHIRUH1

7KH#ELJ#TXHVWLRQ# LV# WKH#H[WHQW# WR#ZKLFK# WKH#JHQHUDO
SXEOLF#ZLOO#EH#GULYHQ#WR#WDNH#SROLWLFDO#DFWLRQ1#7KHUH#LV#D#ZHOO0
NQRZQ#ODFN#RI#LQWHUHVW#DQG#RUJDQL]DWLRQ#IRU#D#QXPEHU#RI#UHD0
VRQV1#3HRSOH#DUH#WRR#SUHRFFXSLHG#ZLWK#HYHU\0GD\#SUREOHPV#RI
ZRUN/#KHDOWK/#DQG# IDPLO\#WR# ILQG#WLPH# IRU#SROLWLFDO#DFWLYLVP1
7KHUH#LV#ZLGHVSUHDG#F\QLFLVP#DERXW#WKH#DELOLW\#RI#WKH#JHQHUDO
SXEOLF#WR# LQIOXHQFH#JRYHUQPHQW#SROLFLHV1#7KH#PHGLD/#ZKLFK
WKULYH#RQ#FRQWURYHUV\/#JLYH#PXFK#SOD\# WR# WKH#DUJXPHQWV#RI
VRPH# OLNH#QDWLRQDOLVWV# DQG#JURXSV# WKDW# VWDQG# WR# ORVH# IURP
PRQHWDU\#XQLRQ1#7KHVH#DUJXPHQWV#OHDYH#WKH#SXEOLF#FRQIXVHG1

+RZHYHU/#WKH#SXEOLF#FDQ#EH#PRELOL]HG#WR#SURGXFH#SR0
OLWLFDO#DFWLRQ#LI#WKUHH#FRQGLWLRQV#DUH#PHW1#)LUVW/#WKH#FDVH#IRU
PRQHWDU\#XQLRQ#PXVW#EH#VRXQG#HFRQRPLFDOO\#DQG#LQ#WKH#OLJKW
RI#UHFHQW#GHYHORSPHQWV1#,#WKLQN#WKDW#WKH#SUHFHGLQJ#DQDO\VLV
KDV#PDGH#VXFK#D#FDVH1#

6HFRQG/#WKH#PHGLD#PXVW#GLVVHPLQDWH#WKH#PDLQ#IDFWV
DQG#DQDO\WLFDO#FRQFOXVLRQV#EHFDXVH#SXEOLFDWLRQV#E\#DFDGHP0
LFV#DQG#WKLQN#WDQNV#QHYHU#UHDFK#HQRXJK#&DQDGLDQV#GLUHFWO\1
7KH#EDVLF#PHVVDJHV#PXVW#EH#H[SODLQHG#VLPSO\#DQG#UHSHDWHG
RIWHQ1#7KH#PHGLD#PXVW#NHHS#WKH#GLDORJXH#DOLYH#E\#IROORZ0XS
UHSRUWV#DQG#VWRULHV/#HVSHFLDOO\#E\#H[SRVLQJ#WKH#VXIIHULQJ#RI
LQGLYLGXDOV#DQG#E\#SUHVVLQJ#SROLWLFLDQV#WR#WDNH#D#VWDQG#RQ#WKH
LVVXHV1#,Q#WKH#PLGGOH#RI#4<<</#WKHUH#DUH#HQFRXUDJLQJ#VLJQV
WKDW#WKLV#SURFHVV#KDV#EHJXQ1#7KHUH#ZDV#WKH#ODUJH#DPRXQW#RI
PHGLD# LQWHUHVW³:LOOLDP#:DWVRQ# +4<<<,# FDOOHG# LW# D# IUHQ]\1
6RPH#PHPEHUV#RI#WKH#JRYHUQPHQW#DQG#SDUOLDPHQW#GHFODUHG
WKHLU#SRVLWLRQV#RQ#WKH#LVVXH>#0DUWLQ#DQG#7KLHVVHQ#ZRXOG#QRW
KDYH#UHJLVWHUHG#WKHLU#RSSRVLWLRQ#WR#PRQHWDU\#XQLRQ#LI#WKHUH
KDG# QRW# EHHQ# VXEVWDQWLDO# SXEOLF# LQWHUHVW# LQ# WKH# LVVXH/
LQWHUHVW# WKDW#KDV# WKH#SRWHQWLDO#RI#WUDQVODWLQJ# LQWR#YRWHV#DW
WKH#QH[W#HOHFWLRQ1#

7KLUG/# WKH# LVVXH# UHTXLUHV# OHDGHUVKLS# IURP#SROLWLFLDQV
DQG#SDUWLHV1#7KH#GHEDWH#RYHU#WKH#1RUWK#$PHULFDQ#)UHH#7UDGH



6JG (TCUGT +PUVKVWVG 6JG"%CUG"HQT"VJG"#OGTQ 5;
$JUHHPHQW#JDLQHG#HQRUPRXV#PRPHQWXP#ZKHQ# -RKQ#&URV0
ELH/# DQ# LQIOXHQWLDO# FDELQHW#PLQLVWHU# IURP#1HZIRXQGODQG# LQ
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0QVGU
4 7KLV# VWXG\# GUDZV# RQ# RYHU# 68# \HDUV# RI# VWXG\LQJ# DQG
WHDFKLQJ#LQWHUQDWLRQDO#ILQDQFH#DW#6LPRQ#)UDVHU#8QLYHUVL0
W\# DQG# RWKHU# XQLYHUVLWLHV1# 7KH# IROORZLQJ# SXEOLFDWLRQV
IRXQG#LQ#5HIHUHQFHV#+SDJH#79,#FRQWDLQ#HDUOLHU#DQG#PRUH
GHWDLOHG#DQDO\VHV#RI#PDQ\#RI#WKH#SRLQWV#UDLVHG#EHORZ=
*UXEHO#4<:3/#4<:6/#4<;7/#4<<3/#4<<61

5 )ULHGPDQ#+4<86,#DUJXHG#IRU#D#V\VWHP#RI#IUHHO\#IORDWLQJ
H[FKDQJH#UDWHV#WKDW#ZHUH#GHWHUPLQHG#E\#PDUNHW#IRUFHV
DORQH#DQG#IUHH#IURP#LQWHUYHQWLRQ#E\#JRYHUQPHQWV1#7KH
IOH[LEOH#H[FKDQJH#UDWHV#DGRSWHG#E\#PDQ\#FRXQWULHV# LQ
WKH#4<:3V#LQYROYHG#ZKDW#LV#QRZ#NQRZQ#DV#´GLUW\µ#IORDW
EHFDXVH# JRYHUQPHQW# LQWHUYHQWLRQ# ZRUNV# DORQJVLGH
PDUNHW#IRUFHV1#,Q#)ULHGPDQ·V#YLHZ#´GLUW\µ#IORDWLQJ#RI#H[0
FKDQJH#UDWHV# LV# OLWWOH#EHWWHU/#DQG#PD\#KDYH#ZRUVH#HFR0
QRPLF#HIIHFWV#WKDQ#IL[HG#H[FKDQJH#UDWHV1

6 5REHUW#0XQGHOO# +4<<;,#SURYLGHV#D#FULWLFDO#H[DPLQDWLRQ
RI#WKH#PHULW#RI#WKH#HXUR#V\VWHP1#+H#LV#D#´HXUR0RSWLPLVWµ
DQG#EHOLHYHV#WKDW#WKH#V\VWHP#ZLOO#SURYLGH#PDQ\#EHQHILWV
WR# LWV#PHPEHUV1# ,Q# D#SULYDWH# FRQYHUVDWLRQ/#KH# DJUHHG
ZLWK# WKH# MXGJHPHQW# H[SUHVVHG# LQ# WKLV# SDSHU# WKDW# D
1RUWK#$PHULFDQ#PRQHWDU\#XQLRQ#ZRXOG#DOVR#EH#EHQHIL0
FLDO1#6RPH# IXUWKHU#SXEOLFDWLRQV#RQ#WKH# WKHRU\#RI#RSWL0
PXP#FXUUHQF\#DUHDV#DUH#*UXEHO#+4<:6,/#,QJUDP#+4<:6,/
.HQHQ#+4<9<,/#0F.LQQRQ#+4<96,1#)RU#DQ#H[FHOOHQW#UHFHQW
VXPPDU\#RI#WKH#WKHRU\/#VHH#:LOOHWW#+4<<<,1

7 ,#WKLQN#LW#ZRXOG#EH#DQ#LQWHUHVWLQJ#SURMHFW#IRU#DQ#HFRQRP0
LF#KLVWRULDQ#WR#VWXG\#ZKDW#WKH#DUJXPHQWV#ZHUH#DQG#KRZ
WKH\#FDQ#EH#ILWWHG#LQWR#WKH#FXUUHQW#DQDO\WLFDO#IUDPHZRUN1

8 &DQDGLDQ#WUDGH#ZLWK#WKH#8QLWHG#6WDWHV#ZDV#'63<#ELOOLRQ
DQG#'9#ELOOLRQ#ZLWK#0H[LFR#+,0)#4<<;=#489²8:,1

9 7KH#WRWDO#VDYLQJV#DUH#EURNHQ#GRZQ#DV#IROORZV=#93#SHU0
FHQW#E\#EDQNV#DQG#IRUHLJQ#H[FKDQJH#GHDOHUV/#43#SHUFHQW
E\#WUDYHOOHUV/#58#SHUFHQW#E\#SULYDWH#ILUPV/#DQG#8#SHUFHQW
IURP#UHGXFHG#FRVWV#RI#FOHDULQJ#IRUHLJQ#FKHTXHV1#7KH#UH0
SRUW#GRHV#QRW#PHQWLRQ#VDYLQJV#RI#WLPH#E\#WUDYHOOHUV#DQG
RWKHUV#ZKR#DUH#VSDUHG#WKH#QHHG#WR#FRQYHUW#FXUUHQFLHV1
,W#DOVR#GLG#QRW#GLVFXVV#WKH#VDYLQJ#RI#UHVRXUFHV#XVHG#E\
UHVHDUFKHUV# DQG# RWKHUV# LQYROYHG# LQ# IRUHFDVWLQJ# H[0
FKDQJH#UDWHV#DQG#VHOHFWLQJ#SURSHU#VWUDWHJLHV#IRU#KHGJ0
LQJ#DJDLQVW#WKH#H[FKDQJH#ULVN1
6

: 0DQDJHUV#RI#WKH#*OREDO#+HGJHIXQG/#DGYLVHG#E\#VRPH#1R0
EHO#/DXUHDWHV#LQ#(FRQRPLFV/#KDG#EHHQ#ODUJH#SOD\HUV#EHW0
WLQJ#RQ#WKH#QDUURZLQJ#RI#WKLV#LQWHUHVW#UDWH#JDS#WKURXJK
WKH#XVH#RI#KLJKO\#OHYHUDJHG#ILQDQFLDO#LQVWUXPHQWV1#8QIRU0
WXQDWHO\#IRU#WKHP/#FXUUHQF\#XSKHDYDOV#LQ#VRXWKHDVW#$VLD
DQG#LQ#5XVVLD#VSLOOHG#RYHU#LQWR#(XURSHDQ#FDSLWDO#PDUNHWV
DQG# VORZHG# WKH# QDUURZLQJ# RI# WKH# LQWHUHVW0UDWH# JDS
HQRXJK#WR#EULQJ#WKH#+HGJHIXQG#FORVH#WR#EDQNUXSWF\1

,W#LV#DOVR#ZRUWK#QRWLQJ#WKDW#WKHVH#FXUUHQF\#XSKHDYDOV
GLG#QRW#RWKHUZLVH#FUHDWH#SUREOHPV# LQ#(XURSH/# LQ#FRQ0
WUDVW#ZLWK#VLPLODU#HSLVRGHV#LQ#WKH#SDVW#ZKHQ#VSHFXODWLYH
IHYHU# LQIHFWHG#RQH#RU#PRUH# FRXQWULHV# WKDW#KDG#RWKHU0
ZLVH#PRUH#RU#OHVV#URXWLQH#HFRQRPLF#RU#SROLWLFDO#GLIILFXO0
WLHV1# 7KLV# VWDELOLW\# ZDV# DWWULEXWHG# WR# WKH# SROLFLHV# RI
FRRUGLQDWLRQ#DQG#FRRSHUDWLRQ#DPRQJ#JRYHUQPHQWV#DQG
FHQWUDO#EDQNV#WKDW#SUHFHGHG#WKH#DFWXDO#DGRSWLRQ#RI#WKH
HXUR1#,W#LV#V\PEROLF#RI#WKH#NLQG#RI#EHQHILWV#&DQDGD#PD\
EH# H[SHFWHG# WR# JDLQ# IURP# MRLQLQJ# D# 1RUWK# $PHULFDQ
&RPPRQ#&XUUHQF\#DUHD1

; &DUVWHQ#+HIHNHU/# LQ#D#OHQJWK\#VWXG\#RI#WKH#KLVWRU\#DQG
SROLWLFV#RI#PRQHWDU\#LQWHJUDWLRQ#FRQFOXGHV/#´#WKH#EHQH0
ILWV#IURP#PRQHWDU\#LQWHJUDWLRQ#DUH#RIWHQ#XQGHUHVWLPDW0
HG1#7KLV#LV#GXH#WR#WKH#LQVXIILFLHQW#VWDWH#RI#WKH#HFRQRPLF
WKHRU\#UHJDUGLQJ#WKH#UROH#RI#PRQH\#1 1 1#,W#RIWHQ#QHJOHFWV
WKH#QHWZRUN#H[WHUQDOLWLHV#RI#PRQH\µ#+4<<:=#474,1

< 5REHUW#%DOGZLQ# +4<<3,#HVWLPDWHG# WKDW#WKH#HXUR#ZRXOG
UDLVH#WKH#LQFRPH#RI#WKH#(XURSHDQ#&RPPXQLW\#E\#ILYH#WR
WHQ#SHUFHQW#LQ#WKH#ORQJ#UXQ#+FLWHG#LQ#&RPPLVVLRQ#RI#WKH
(XURSHDQ#&RPPXQLWLHV#4<<<,1

43 7KHUH# LV# DQ# DOWHUQDWLYH# RXWFRPH1#8QHPSOR\PHQW#ZLOO
ULVH#DQG#XQLRQV#ZLOO#QRW#ILJKW#LW#GLUHFWO\1#$V#/LQGEHFN#DQG
6QRZHU#+4<;;,#KDYH#DUJXHG/#WKH#XQLRQ#PHPEHUV#DUH#WKH
LQVLGHUV#DQG#WKH\#DUH#QRW#SUHSDUHG#WR#PDNH#FRQFHVVLRQV
WR#WKH#RXWVLGHUV#LQ#WKH#QRQ0XQLRQL]HG#VHFWRU1#+RZHYHU/
WKH# LQVLGHUV#ZLOO#VRRWKH#WKHLU#FRQVFLHQFHV#E\#SUHVVLQJ
WKH#JRYHUQPHQW#WR#DGRSW#RWKHU#SROLFLHV#WR#ILJKW#XQHP0
SOR\PHQW/#SROLFLHV#OLNH#ZDJH#DQG#RXWSXW#VXEVLGLHV/#JHQ0
HURXV#UHWUDLQLQJ#SURJUDPV/#DQG#SURWHFWLRQ#IURP#IRUHLJQ
FRPSHWLWLRQ#WKDW#DUH#SDLG# IRU#RXW#RI#JHQHUDO#WD[#UHYH0
QXH1#7KH\#ZLOO#DOVR#SURPRWH#VXFK#SROLFLHV#DV#ZRUN0VKDU0
4
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LQJ# DQG# VKRUWHQHG# ZRUN0ZHHNV# XQGHU# WKH# FRQGLWLRQ
WKDW#WKH\#GR#QRW#ORZHU#WKHLU#RZQ#LQFRPH1

44 7KH#&5%#LQGH[#XVHG#KHUH#H[FOXGHV#HQHUJ\/#LV#SURGXFHG
E\#WKH#&RPPRGLWLHV#5HVHDUFK#%XUHDX#RI#&KLFDJR/#DQG#LV
XVHG#ZLGHO\#LQ#HPSLULFDO#HFRQRPLF#DQDO\VLV1#,W#LV#EDVHG
RQ#86#GROODU#SULFHV#DQG# ,#GHIODWHG# LW#E\# WKH#$PHULFDQ
FRQVXPHU#SULFH#LQGH[1#)RU#HDVH#RI#LQWHUSUHWDWLRQ/#WKH#LQ0
GH[#LV#SORWWHG#DV#D#WZR0\HDU#PRYLQJ#DYHUDJH1#,#DOVR#VHW
WKH#FRPPRGLW\#SULFHV#HTXDO#WR#RQH#IRU#4<88#ZKHQ#WKH
QRPLQDO#DQG#UHDO#H[FKDQJH#UDWH#ZHUH#DOVR#YHU\#FORVH#WR
RQH1#$V#D#UHVXOW/#WKH#UHODWLYH#UDWHV#RI#GHFOLQH#RI#WKH#WKUHH
YDULDEOHV#FDQ#UHDGLO\#EH#VHHQ1

45 6HH#0F&DOOXP#+4<<;,#IRU#VXFK#DQ#DQDO\VLV#DQG#UHIHUHQF0
HV#WR#RWKHU#&DQDGLDQ#VWXGLHV#WKDW#UHDFKHG#VLPLODU#FRQ0
FOXVLRQV1#$#PDMRU#IODZ#LQ#WKHVH#VWXGLHV#VWHPV#IURP#WKH
IDFW#WKDW#WKH\#XVH#WKH#H[FKDQJH#UDWH#ODJJHG#E\#RQH#SH0
ULRG#DV#DQ#H[SODQDWRU\#YDULDEOH#LQ#WKH#HVWLPDWLQJ#HTXD0
WLRQV1#7KLV#YDULDEOH#H[KLELWV#D# VWURQJ#DXWR0FRUUHODWLRQ
ZLWK#WKH#GHSHQGHQW#YDULDEOH#DQG#FRQWULEXWHV#PXFK#WR
WKH#H[SODQDWRU\#SRZHU#RI#WKH#UHJUHVVLRQV1#,Q#DGGLWLRQ/
0F&DOOXP·V# VWXG\# FRYHUV#RQO\# WKH#SHULRG# VLQFH# 4<:5/
ZKLOH#LW#LV#PRUH#LQIRUPDWLYH#WR#LQFOXGH#WKH#4<83V1

46 1REHO#ODXUHDWH#)ULHGULFK#+D\HN#PDGH#WKH#JHQHUDO#FDVH
LQ#4<6:#WKDW#LW#ZDV#LQHIILFLHQW#WR#XVH#FXUUHQF\#GHSUHFLD0
WLRQ#WR#DVVLVW#DQ#DLOLQJ#LQGXVWULDO#VHFWRU#EHFDXVH#RI#WKH
GLVWRUWLRQV#WR#SULFHV#DQG# LQFHQWLYHV# WKDW#VXFK#D# ORZHU
H[FKDQJH#UDWH#KDV#RQ#RWKHU#VHFWRUV#RI#WKH#HFRQRP\1#+LV
DUJXPHQW#LV#QHDUO\#WKH#VDPH#DV#WKDW#PDGH#LQ#WKH#WH[W1

47 &RUGHQ#+4<;5,#GHYHORSHG#WKH#SDUDOOHO#EHWZHHQ#SURWHF0
WLRQ#GXH#WR#WDULIIV#DQG#H[FKDQJH#UDWH#GHSUHFLDWLRQ1

48 -RKQ#0F&DOOXP/#WKH#FKLHI#HFRQRPLVW#DW#WKH#5R\DO#%DQN
RI#&DQDGD#LQ#D#SDSHU#+4<<;,#QRWHG#D#SKHQRPHQRQ#FRQ0
VLVWHQW#ZLWK#WKH#SURFHVV#MXVW#GHVFULEHG1#,Q#DQ#HFRQRPHW0
ULF#DQDO\VLV/#KH#IRXQG#WKDW#LQ#SHULRGV#ZKHQ#WKH#&DQDGLDQ
GROODU#GHSUHFLDWHG# DJDLQVW# WKH#86#GROODU/# LQFUHDVHV# LQ
WKH# SURGXFWLYLW\# RI# ODERXU# LQ# &DQDGD#ZHUH# OHVV# WKDQ
WKRVH# LQ# WKH#8QLWHG#6WDWHV1#0F&DOOXP#UHIHUUHG# WR# WKLV
SKHQRPHQRQ#DV#WKH#´OD]\#PDQDJHU#DQG#ZRUNHU#HIIHFWµ
DQG#DWWULEXWHG#LW#WR#WKH#SURWHFWLRQ#LPSOLFLW#LQ#D#GHSUHFL0
DWHG#FXUUHQF\1

49 +HIHNHU# QRWHV=# ´5HFHQW# H[SHULHQFH# VXJJHVWV# WKDW# H[0
FKDQJH#UDWHV#PRYH#H[FHVVLYHO\#ZLWKRXW#EHLQJ# MXVWLILHG
E\#¶IXQGDPHQWDO·#IDFWRUV#1 1 1#7KH#UHDO#FRVWV#RI#WKHVH#IOXF0
WXDWLRQV#FRXOG#EH#DYRLGHG#E\#UHVWULFWLQJ#H[FKDQJH#UDWH
IOXFWXDWLRQVµ# +4<<:=# 474,17KLV# VDPH#SKHQRPHQRQ#KDV
DOVR#JLYHQ#ULVH#WR#GHPDQGV# IRU#WKH#´7RELQ#WD[/µ#ZKLFK
ZRXOG#SXW#D#VPDOO#VXUFKDUJH#RQ#DOO#FDSLWDO#IORZV1#7KH#DU0
JXPHQW#LV#WKDW#VXFK#D#VPDOO#WD[#ZRXOG#UHGXFH#WKH#SURI0
LWDELOLW\#RI#VSHFXODWLYH#VKRUW0WHUP#IORZV#EXW#ZRXOG#QRW
LQWHUIHUH#ZLWK# WKH# ORQJ0WHUP# FDSLWDO# IORZV/#ZKLFK# DUH
PRUH# SURILWDEOH# DQG# QHHGHG# IRU# HFRQRPLF# GHYHORS0
PHQW1#3URSRVDOV#IRU#WKH#7RELQ#WD[#KDYH#QRW#EHHQ#DFWHG
XSRQ#EHFDXVH#RI#LWV#DGPLQLVWUDWLYH#FRPSOH[LW\#DQG#WKH
GLIILFXOW\#RI#HQIRUFHPHQW1

4: 7KH#RWKHU#PDLQ#UHDVRQ#IRU#WKLV#IDLOXUH#WR#DGDSW#LV#WKDW
&DQDGLDQ#JRYHUQPHQWV#VSHQG#ODUJH#DPRXQWV#RI#PRQH\
WR#VXEVLGL]H#GHFOLQLQJ#LQGXVWULHV#DQG#UHJLRQV1#7KH#PRQ0
H\#LV#SDLG#WKURXJK#IHGHUDO#SURJUDPV#OLNH#UHJLRQDO#DGMXVW0
PHQW#WUDQVIHUV/#DOOHJHGO\#WR#DVVLVW#WKH#FUHDWLRQ#RI#QHZ
LQGXVWULHV#DQG#UHWUDLQ#ZRUNHUV1#3URYLQFLDO#JRYHUQPHQWV
WHQG#WR#VXEVLGL]H#IDLOLQJ#ILUPV/#SDUWLFXODUO\#LQ#UHPRWH#UH0
JLRQV/#DOOHJHGO\# WR#DOORZ# WKHP# WR#PDNH#HIILFLHQF\0HQ0
KDQFLQJ# LQYHVWPHQWV1# ,Q# IDFW/# WKHVH# SURJUDPV# KDYH
UHVXOWHG#PRVWO\#LQ#D#SHUPDQHQW#VWDWH#RI#GHSHQGHQF\#RI
WKH#UHFLSLHQWV#DQG/#PRVW# LPSRUWDQW/#KDYH#GHOD\HG# WKH
QHHGHG#UHDOORFDWLRQ#RI# ODERXU#DQG#FDSLWDO1#)OH[LEOH#H[0
FKDQJH#UDWHV#KDYH#WR#VRPH#GHJUHH#UHVXOWHG#LQ#D#KLGLQJ
RI# WKH# WUXH#FRVW#RI#VXFK#VXEVLGLHV#DQG# WKHUHIRUH#KDYH
PDGH#WKHP#ODVW#ORQJHU#WKDQ#WKH\#ZRXOG#KDYH#RWKHUZLVH1

4; ,Q#WKLV#FRQWH[W/#LW#LV#ZRUWK#QRWLQJ#WKDW#WZR#RI#WKH#PRVW
UDSLGO\#JURZLQJ#FRXQWULHV#LQ#WKH#ZRUOG#VLQFH#WKH#4<:3V
KDYH#EHHQ#6LQJDSRUH#DQG#+RQJ#.RQJ1#,#WKLQN#LW#LV#QR#FR0
LQFLGHQFH#WKDW#ERWK#FRXQWULHV#KDYH#IL[HG#WKHLU#H[FKDQJH
UDWHV#WR#WKH#86#GROODU#DQG#KDYH#PDLQWDLQHG#IUHH#WUDGH1
,Q#VSLWH#RI#WKH#IDFW#WKDW#QHLWKHU#KDG#DQ\#QDWXUDO#UHVRXUF0
HV/# WKH\#JUHZ# UDSLGO\#DQG#DUH#H[SHFWHG# VRRQ# WR#KDYH
SHU0FDSLWD#LQFRPHV#KLJKHU#WKDQ#WKRVH#LQ#&DQDGD1

4< 7KHVH#LGHDV#ZHUH#H[SORLWHG#LQ#WKH#OLWHUDWXUH#RQ#´SROLWL0
FDO# EXVLQHVV# F\FOHV/µ#ZKLFK#ZDV# VWDUWHG# E\#1RUGKDXV
+4<:8,#DQG#0DF5DH#DQG#'XQFDQ#+4<::,1#6XEVHTXHQW#GH0
YHORSPHQWV# LQ#WKH#XQGHUVWDQGLQJ#RI#WKH#SKHQRPHQRQ
DUH# UHYLHZHG# LQ#+HIHNHU# 4<<:=# 4<²53,1#6HH#%XFKDQDQ
DQG#7XOORFN# IRU# WKH#SXEOLF0FKRLFH#PRGHO# WKDW#H[SODLQV
VXFK#EHKDYLRXU1

53 6ZRERGD#+4<<4,#PDNHV#D#SRLQW#VLPLODU#WR#PLQH1#+H#VXS0
SRUWV#WKH#FUHDWLRQ#RI#D#(XURSHDQ#&HQWUDO#%DQN#RQ#WKH
JURXQGV#WKDW#LW#ZRXOG#HOLPLQDWH#GLVWXUEDQFHV#WKDW#RULJ0
LQDWH#ZLWK#QDWLRQDO#FHQWUDO#EDQNV1

54 7KHUH#ZDV#PXFK#GHEDWH#DERXW#D#VWURQJ#FRQVWLWXWLRQ#IRU
WKH#(XURSHDQ#&HQWUDO#%DQN#GXULQJ#WKH#\HDUV#OHDGLQJ#XS
WR#LWV#FUHDWLRQ1#%XFKDQDQ#+4<<3,#DQG#%HUQKRO]#+4<<3,#DU0
JXH# LQ# IDYRXU#RI# WKH#DGRSWLRQ#RI#VXFK#D#FRQVWLWXWLRQ1
2WKHUV# OLNH# 9DXEHO# +4<<4D/# 4<<4E/# 4<<5,# DQG# /RPD[
+4<<5,#GRXEW#WKDW#VXFK#D#FRQVWLWXWLRQ#FDQ#EH#GHVLJQHG
RU#NHSW#RSHUDWLYH#WKURXJK#WLPH1#%HUPDQ#DQG#1F1DPDUD
+4<<<,# LQVLVW#WKDW#FHQWUDO#EDQNV#VKRXOG#DW#DOO#WLPHV#EH
VXEMHFW#WR#SROLWLFDO#RYHUVLJKW1

55 .HQHQ# +4<<5,#QRWHV# WKDW# WKH#SROLWLFDO# LQWHUHVWV#RI# WKH
PHPEHUV#RI#WKH#(XURSHDQ#0RQHWDU\#8QLRQ#ZLOO#FRQWLQ0
XH#WR#GLYHUJH#DV#ORQJ#DV#WKH\#DUH#QRW#LQ#D#SROLWLFDO#XQLRQ1



66 %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
,W#LV#WKHUHIRUH#XQOLNHO\#WKDW#WKH\#ZLOO#DWWHPSW#WR#LPSRVH
RQ#WKH#(XURSHDQ#&HQWUDO#%DQN#SROLFLHV#WKDW#DUH#GULYHQ
E\#SROLWLFDO#EXVLQHVV0F\FOH#PRWLYHV1

56 )RU# DQ# HDUO\# GLVFXVVLRQ# RI# WKLV# VXEMHFW/# VHH#0F.LQQRQ
4<961

57 6HH#$QQXDO#5HSRUW#RI#WKH#%DQN#RI#&DQDGD/#4<<:/#4<<;1
58 ,Q#WKH#SDVW/#WKH#%DQN#RI#&DQDGD#DOVR#PDGH#SURILWV#E\#UH0

TXLULQJ#FRPPHUFLDO#EDQNV#WR#NHHS#VSHFLILHG#TXDQWLWLHV
RI#UHVHUYHV#RQ#GHSRVLW#ZLWK# WKH#EDQN1#7KHVH#GHSRVLWV
ZHUH#XVHG# WR#EX\#JRYHUQPHQW# VHFXULWLHV#ZLWK#D#\LHOG
JUHDWHU#WKDQ#WKH#LQWHUHVW#SDLG#WR#WKH#FRPPHUFLDO#EDQNV1
+RZHYHU/#WKHVH#UHVHUYH#UHTXLUHPHQWV#KDYH#EHHQ#DEDQ0
GRQHG#VLQFH#WKH\#UHSUHVHQW#DQ#LQHIILFLHQW#WD[#RQ#ILQDQ0
FLDO# LQWHUPHGLDWLRQ#XOWLPDWHO\#ERUQH#E\# FXVWRPHUV#RI
WKH#FRPPHUFLDO#EDQNV1#7KHUH#LV#D#YRFDO#JURXS#RI#&DQD0
GLDQV#ZKR#EHOLHYH#WKDW#WKH#UHVHUYH#UHTXLUHPHQWV#VKRXOG
EH#UH0LQWURGXFHG#LQ#WKH#IDOVH#EHOLHI#WKDW#WKH#LQFLGHQFH#RI
WKH#FRVW#ZRXOG#IDOO#RQ#EDQNV#DQG#QRW#WKH#JHQHUDO#SXEOLF1

59 :LOOLDP#5REVRQ#SRLQWHG#RXW#WR#PH#WKDW#VRPH#LQWHUQD0
WLRQDO#DJUHHPHQWV#OLNH#WKH#.\RWR#DJUHHPHQW#RQ#JUHHQ0
KRXVH# JDV# HPLVVLRQV# DQG# WKH#81# &RQYHQWLRQ# RQ# WKH
5LJKWV#RI#&KLOGUHQ#PD\#QRW#KDYH#EHHQ#JLYHQ#WKH#NLQG#RI
FDUHIXO#VFUXWLQ\#WKDW#,#VXJJHVW#VKRXOG#SUHFHGH#&DQDGD·V
FRPPLWPHQW#DQG#VXUUHQGHU#RI#QDWLRQDO#VRYHUHLJQW\1#7KH
VDPH#PD\#EH#VDLG#DERXW#WKH#FRQYHQWLRQ#RQ#UHIXJHHV1#,W
DSSHDUV#WR#PH#WKDW#ZKLOH#WKH#ILUVW#WZR#DJUHHPHQWV#PD\
KDYH#PXFK#V\PEROLF#YDOXH#IRU#VRPH#SROLWLFLDQV#DQG#DF0
WLYLVWV/#WKH\#KDYH#LQ#IDFW#KDG#YHU\#OLWWOH#HIIHFW#RQ#DFWXDO
SROLFLHV# LQ#&DQDGD1#$W# WKH# WLPH#RI#ZULWLQJ/# WKH#DJUHH0
PHQW#RQ#UHIXJHHV#LV#FRPLQJ#XQGHU#LQFUHDVLQJ#FULWLFLVP
DQG#&DQDGD#PD\#ZHOO#MRLQ#WKH#UDQNV#RI#VLJQDWRULHV#WKDW
KDYH# LQWHUSUHWHG# WKH#DJUHHPHQW#RSHUDWLRQDOO\# LQ#VXFK
ZD\V#DV#WR#SURWHFW#WKHLU#QDWLRQDO#LQWHUHVWV1#7KLV#GLIIHU0
HQW#WUHDWPHQW#RI#WKH#DJUHHPHQWV#PHQWLRQHG#LQ#WKH#WH[W
DQG#WKRVH#PHQWLRQHG#LQ#WKLV#IRRWQRWH#PD\#EH#H[SODLQ0
DEOH#E\# WKH# IDFW# WKDW# WKH# IRUPHU# FRQWDLQ#HIIHFWLYH#HQ0
IRUFHPHQW#PHFKDQLVPV#ZKLOH#WKH#ODWWHU#GR#QRW1

5: $#WKRXJKWIXO#DQG#HPSLULFDOO\#VXSSRUWHG#&DQDGLDQ#YLHZ
RQ#WKLV#VXEMHFW# LV#0XUUD\# +4<<<,/#ZKR# LV#DQ#HFRQRPLVW
ZRUNLQJ#IRU#WKH#%DQN#RI#&DQDGD1#6RPH#HFRQRPLVWV#IHHO
YHU\#VWURQJO\#DERXW#WKH#LVVXH1#)RU#H[DPSOH/#+DQNHO#HW#DO1
+4<<;,#PDNH#WKH#FDVH#DJDLQVW#WKH#HXUR#RQ#WKHVH#JURXQGV1
7KH\#KDYH#ZULWWHQ#D#PRFN#OHJDO#VXLW#DJDLQVW#WKH#*HUPDQ
VLJQDWRULHV#RI#WKH#(XURSHDQ#0RQHWDU\#$JUHHPHQW1

5; %D\RXPL#DQG#(LFKHQJUHHQ#+4<<7,#FRQVLGHUHG#WKH#VDPH
LVVXHV#XVLQJ#RI#GDWD#RQ#PHPEHUV#RI#WKH#1RUWK#$PHULFDQ
)UHH#7UDGH#$JUHHPHQW1#)RU#D#FULWLFDO#GLVFXVVLRQ#RI#WKHVH
UHVXOWV#DQG#WKHLU#LPSOLFDWLRQV#IRU#PRQHWDU\#XQLRQ/#VHH
&RXUFKHQH#DQG#+DUULV#+4<<<D,/#ZKR#FKDOOHQJHG#WKH#DX0
WKRUV·#FRQFOXVLRQV#RQ#WKH#EDVLV#WKDW#WKH\#DUH#EDVHG#RQ
SHULRGV#ZKHQ# WUDGH# EHWZHHQ#&DQDGD# DQG# WKH#8QLWHG
6WDWHV#ZDV#PXFK#VPDOOHU#WKDQ#LW#LV#QRZ1#7KLV#WUDGH#H[0
SDQVLRQ# KDV# FUHDWHG# DQG# ZLOO# LQFUHDVLQJO\# UHVXOW# LQ
1RUWK06RXWK#UDWKHU#WKDQ#(DVW0:HVW#&DQDGLDQ#WUDGH1#$V#D
UHVXOW/#VXSSO\#VKRFNV#DUH#LQFUHDVLQJO\#V\PPHWULF#LQ#ERWK
FRXQWULHV#DQG#IOH[LEOH#H[FKDQJH#UDWHV#ZLOO#QRW#EH#QHHG0
HG#WR#SHUPLW#&DQDGD#DQG#LWV#UHJLRQV#WR#GHDO#ZLWK#WKHP/
DV#WKH\#ZHUH#ZKHQ#VKRFNV#ZHUH#PRUH#DV\PPHWULF1

5< 3URSRVDOV#WR# LQFOXGH#WKH#SURWHFWLRQ#RI#SURSHUW\#ULJKWV
LQWR#WKH#&DQDGLDQ#FRQVWLWXWLRQ#DV#SDUW#RI#WKH#&KDUWHU#RI
+XPDQ#5LJKWV#DQG#)UHHGRPV#ZDV#UHMHFWHG1#0\#UHFRP0
PHQGDWLRQV# IRU# DGRSWLRQ# RI# VXFK# D# FKDUWHU# +*UXEHO
4<;5>#*UXEHO/#3XUYLV/#DQG#6FDUWK#4<<5,#DQG#P\#DWWHPSW
DV#D#PHPEHU#RI#SDUOLDPHQW#WR#LQWURGXFH#EDODQFHG#EXG0
JHW#OHJLVODWLRQ#LQ#WKH#+RXVH#RI#&RPPRQV#GLG#QRW#EHDU
IUXLW1#7KHUH#DUH#WZR#PDLQ#UHDVRQV#IRU#WKLV=#+4,#&DQDGLDQ
SROLWLFLDQV#DQG#PRVW#RSLQLRQ#PDNHUV#DUH# LGHRORJLFDOO\
FRPPLWWHG#WR#XVLQJ# LQFRPH#UHGLVWULEXWLRQ#DQG#UHJXOD0
WLRQ#WR#HQJLQHHU#D#´EHWWHUµ#VRFLHW\>#+5,#SROLWLFLDQV#KDYH
IRXQG#WKHVH#SROLFLHV#JRRG# IRU#JHWWLQJ#YRWHV1#$IWHU#DOO/
WKHUH#DUH#IHZHU#YRWHUV#ZLWK#LQFRPHV#DERYH#UDWKHU#WKDQ
EHORZ#WKH#PHDQ# +WKDW# LV/#PHGLDQ# LQFRPHV# LQ#DOO#FRXQ0
WULHV#DUH#EHORZ#PHDQ#LQFRPHV,1

63 7KHVH#YLHZV#ZHUH#H[SUHVVHG#IRUFHIXOO\#E\#D#QXPEHU#RI
$PHULFDQ# HFRQRPLVWV# DQG# HVSHFLDOO\#%HQMDPLQ#&RKHQ
+8QLYHUVLW\#RI#&DOLIRUQLD/#6DQWD#%DUEDUD,/#ZKR#DWWHQGHG
D# FRQIHUHQFH# RQ# WKH# VXEMHFW# DW#:HVWHUQ#:DVKLQJWRQ
8QLYHUVLW\#LQ#%HOOLQJKDP#LQ#0D\/#4<<<1

64 %HQMDPLQ#&RKHQ#+4<<;,#SUHVHQWV#DQ#LQWHUHVWLQJ#DQDO\VLV
RI#WKH#EHQHILWV#WR#WKH#8QLWHG#6WDWHV#IURP#WKH# LQWHUQD0
WLRQDO#XVHV#RI#WKH#GROODU#IURP#D#SRLQW#RI#YLHZ#WKDW#FRP0
ELQHV# HFRQRPLFV#ZLWK# SROLWLFDO# VFLHQFH1# +LV# SROLWLFDO0
VFLHQFH#SHUVSHFWLYH#PDNHV#KLP#HPSKDVL]H#WKH#V\PERO0
LVP#DQG#LPSOLFLW#YDOXH#WKDW#$PHULFDQV#DWWDFK#WR#NQRZ0
LQJ# WKDW# WKHLU#FXUUHQF\# LV# LQ#VXFK#ZLGHVSUHDG#XVH1#+H
DOVR#QRWHV#WKDW#WKH#ZLGHVSUHDG#XVH#RI#WKH#GROODU#JLYHV
WKH#$PHULFDQ#JRYHUQPHQW#SROLWLFDO#OHYHUDJH#ZLWK# LQGL0
YLGXDO#FRXQWULHV1

65 )HLJH·V# QXPEHUV# DUH# IRU# 4<<91# 6FKXOHU# SURYLGHV# GDWD
VKRZLQJ#WKDW#DYHUDJH#86#FXUUHQF\#LQ#FLUFXODWLRQ#LQ#4<<:
ZDV#'75818#ELOOLRQ#DQG#LQ#4<<;#KDG#ULVHQ#WR#'79314#ELO0
OLRQ1#+4<<<=#48,1#3RUWHU#DQG#-XGVRQ#+4<<9,#HVWLPDWH#WKDW
WKH# FLUFXODWLRQ#RI#86#GROODU#QRWHV#RXWVLGH# WKH#8QLWHG
6WDWHV#LV#EHWZHHQ#88#DQG#:3#SHUFHQW#RI#WKH#WRWDO1

66 7KH#(XUR0GROODU#EXVLQHVV#HVSHFLDOO\#FXW# LQWR#SURILWV#RI
$PHULFDQ# EDQNV# DIWHU# LWV# GHYHORSPHQW# LQ# WKH# 4<93V1
7KLV#EXVLQHVV#VHHV#QRQ0$PHULFDQ#EDQNV#WDNLQJ#GHSRVLWV
DQG#PDNLQJ#ORDQV#LQ#86#GROODUV/#RIWHQ#ZLWKRXW#WKH#FRVW
RI# UHVHUYH# UHTXLUHPHQWV# DQG# RWKHU# WD[HV1# +RZHYHU/
WKURXJK#VSHFLDO#SROLFLHV#RQ#UHVHUYH#UHTXLUHPHQWV#$PHU0



6JG (TCUGT +PUVKVWVG 6JG"%CUG"HQT"VJG"#OGTQ 67
LFDQ# EDQNV# KDYH# EHFRPH# ODUJH# DFWRUV# LQ# WKLV# W\SH# RI
EDQNLQJ#EXVLQHVV/#ZKLFK#SURVSHUV#LQ#(XURSH#DV#ZHOO#DV
LQ#D#QXPEHU#RI#RWKHU#LQWHUQDWLRQDO#ILQDQFLDO#FHQWUHV#OLNH
+RQJ#.RQJ/#6LQJDSRUH/#DQG#%DKUHLQ1

67 ([FHOOHQW#EDFNJURXQG#LQIRUPDWLRQ#RQ#WKH#HXUR#LQVWLWX0
WLRQV/#KLVWRU\/# DQG# HFRQRPLF# LPSOLFDWLRQV# LV# IRXQG# LQ
WKH# VHULHV# RI# DUWLFOHV/# 7KH# (FRQRPLVW# 4<<;D# WKURXJK
4<<;K1#7KH#SDPSKOHW/#5R\DO#%DQN#RI#&DQDGD#4<<;/#SUR0
YLGHV# DGGLWLRQDO/# XVHIXO# LQIRUPDWLRQ# IURP# D# &DQDGLDQ
SHUVSHFWLYH1# $VVHVVPHQW# RI# HYHQWV# LQ# WKH# ILUVW# VL[
PRQWKV#RI#4<<<# IROORZLQJ# WKH# ILUVW0VWDJH# LQWURGXFWLRQ
RI#WKH#HXUR#DUH#IRXQG#LQ#,VVLQJ#+4<<<,#DQG#%ODLU#+4<<<,1

68 6HH#2VDNZH#DQG#6FKHPEUL#4<<;#IRU#DQ#DQDO\VLV#RI#WKHVH
HYHQWV1#7KH\#DUJXH=#´&XUUHQF\#FULVHV#FDQ#EH#SUHYHQWHG
WKURXJK# WKH#DGRSWLRQ#RI#SUXGHQW#PRQHWDU\#DQG# ILVFDO
SROLFLHV/#HIIHFWLYH# ILQDQFLDO#UHJXODWLRQ#DQG#VXSHUYLVLRQ
DQG#D#PRUH#IOH[LEOH#QRPLQDO#H[FKDQJH#UDWH1µ#)RU#DQRWK0
HU#GLVFXVVLRQ#RI#WKH#PHULW#RI#IL[HG#DQG#IOH[LEOH#H[FKDQJH
UDWHV/#VHH#&DUDPD]]D#DQG#$]L]#4<<;1

69 7KLV#LV#DQ#RYHUVLPSOLILHG#GHVFULSWLRQ#RI#WKH#V\VWHP1#3UL0
YDWH# EDQNLQJ# SUDFWLFHV/# LQWHUQDWLRQDO# FOHDULQJ#PHFKD0
QLVPV/#DQG#RWKHU#WHFKQLFDO#GHWDLOV#QHHG#WR#EH#FRQVLGHUHG
LQ#WKH#GHVLJQ#RI#FXUUHQF\#ERDUGV1#)RU#PRUH#RQ#WKLV/#VHH
*UHHQZRRG#4<<;>#+DQNH#DQG#6FKXOHU#4<<7/#4<<91

6: )RU#D#GHWDLOHG#DQDO\VLV#RI#WKH#ZD\#LQ#ZKLFK#GROODUL]DWLRQ
ZRUNV/#VHH#6FKXOHU#4<<<1#7KLV#VWXG\#IRFXVHV#RQ#WKH#FRVWV
DQG# EHQHILWV# WR# WKH# 8QLWHG# 6WDWHV# IURP# HQFRXUDJLQJ
HPHUJLQJ#PDUNHWV/#OLNH#$UJHQWLQD/#WR#EHFRPH#GROODUL]HG1

6; )RU#D#GLVFXVVLRQ#RI#PDUNHW#GROODUL]DWLRQ#WUHQGV#LQ#1RUWK
$PHULFD/#VHH#&RXUFKHQH#DQG#+DUULV#4<<<F1#)RU#VRPH#GDWD
RQ#&DQDGD/#VHH#WKH#ILQDO#VHFWLRQ#RI#WKH#SUHVHQW#VWXG\1

6< 5HVLVWDQFH#WR#WKH#DPHUR#ZLOO#EH#OHVVHQHG#E\#FRQWLQXLQJ
WR#FDOO# LW#RIILFLDOO\#D#´GROODUµ# LQ# WKH#8QLWHG#6WDWHV#DQG
&DQDGD1#7KDW#RIILFLDO#GHVLJQDWLRQ#ZLOO#EH#OHVV#ZHOFRPH
LQ#0H[LFR1#+RZHYHU/# WKHUH# LV# QRWKLQJ# WR# SUHYHQW# WKH
SXEOLF#IURP#UHIHUULQJ#WR#WKH#DPHUR#SHVR#LQ#JHQHUDO#XVH1

73 ,Q#WKH#PLGGOH#DQG#ODWH#4<<3V#PDMRU#FXUUHQF\#VSHFXODWLRQ
URFNHG#WKH#FRXQWULHV#RI#6RXWKHDVW#$VLD#DQG#5XVVLD1#,Q#WKH
SDVW/# VXFK# FXUUHQF\# XSKHDYDOV# DOPRVW# FHUWDLQO\#ZRXOG
KDYH#FRQWDPLQDWHG#FXUUHQFLHV#RI#VRPH#(XURSHDQ#FRXQ0
WULHV1#+RZHYHU/#EHFDXVH#RI#WKH#FRRUGLQDWLRQ#RI#(XURSHDQ
PRQHWDU\# DQG# ILVFDO#SROLFLHV/#QRQH#RI# WKH#SURVSHFWLYH
HXUR0PHPEHUV·#HFRQRPLF#FRQGLWLRQV#ZHUH#ZHDN#DQG#(X0
URSH·V#FXUUHQFLHV#HVFDSHG#DOO#VSHFXODWLYH#XSKHDYDOV1

74 ,#KDYH#FKRVHQ# WKH#H[DPSOH#RI# WUDFWRUV#EHFDXVH#GXULQJ
WKH#SRVWZDU#\HDUV#WKHUH#ZDV#D#FHOHEUDWHG#FDVH#RI#GLIIHU0
LQJ# UHJXODWLRQV# UHTXLULQJ# WUDFWRUV# VROG# LQ#*HUPDQ\# WR
KDYH#JRYHUQRUV#WKDW# OLPLWHG#WKHP#WR#D#VSHHG#GLIIHUHQW
IURP#WKDW#PDQGDWHG#LQ#)UDQFH1#$V#D#UHVXOW/#WUDGH#LQ#WUDF0
WRUV#EHWZHHQ#WKH#WZR#FRXQWULHV#ZDV#KLQGHUHG#VLQFH#VDOHV
LQ#WKH#RWKHU#FRXQWU\#UHTXLUHG#H[SHQVLYH#PRGLILFDWLRQV
WR#WKH#HQJLQHV1#0DQ\#VDZ#VDIHW\#UHJXODWLRQV#RI#WKLV#VRUW
DV#GHOLEHUDWH#EDUULHUV#WR#IUHH#WUDGH/#ZKLFK#ZDV#VXSSRVHG
WR#KDYH#EHHQ#HVWDEOLVKHG# WKURXJK# WKH#7UHDW\#RI#5RPH
DQG#WKH#FUHDWLRQ#RI#WKH#(XURSHDQ#(FRQRPLF#8QLRQ1

75 $#IXQGDPHQWDO#UHDVRQ#IRU#WKH#RSSRVLWLRQ#RI#OLEHUWDULDQV
WR#PRQHWDU\# XQLRQ# LV# WKHLU# DJUHHPHQW# ZLWK# +D\HN·V
YLHZ#WKDW#PRQHWDU\#VWDQGDUGV#ZRXOG#GHYHORS#VSRQWDQH0
RXVO\#LQ#IUHH#PDUNHWV1#$FFRUGLQJO\/#JRYHUQPHQW#PDQGDW0
HG#PRQHWDU\#V\VWHPV#EDVHG#RQ#FHQWUDO#EDQNV#DQG#WKHLU
RSHUDWLRQV# LQWHUIHUH#ZLWK# OLEHUW\#DQG#DUH#VXE0RSWLPDO1
&RQVHUYDWLYH#HFRQRPLVWV#DUH#VSOLW#RQ#WKLV#LVVXH1#7KH#RS0
SRVLWLRQ#WR#OLEHUWDULDQV#LV#UHSUHVHQWHG#E\#0LOWRQ#)ULHG0
PDQ# ZKR# DOO# RI# KLV# OLIH# KDV# VWRRG# IRU# PLQLPDO
JRYHUQPHQW#DQG#DUJXHG#WKDW#IUHH#PDUNHWV#SURGXFH#VX0
SHULRU#RXWFRPHV1#+H#EHOLHYHV#WKDW#WKH#VHWWLQJ#RI#D#PRQ0
HWDU\#VWDQGDUG#DQG#WKH#VWHDG\#VXSSO\#RI#PRQH\#LV#EHVW
FDUULHG#RXW#E\#JRYHUQPHQWV1#,#VHH#D#FHUWDLQ#LQFRQVLVWHQ0
F\#LQ#)ULHGPDQ·V#SRVLWLRQV#RQ#WKHVH#LVVXHV#DQG#FRQVLGHU
OLEHUWDULDQV#WKH#ZLQQHUV#RI#WKH#FRQWURYHUV\#LQ#WHUPV#RI
ORJLF1#+RZHYHU/#,#WKLQN#WKDW#LW#LV#QRW#SRVVLEOH#WR#GLVPDQ0
WOH#QDWLRQDO#FHQWUDO#EDQNV#DQG#KDYH#H[SHULPHQWV#WR#GH0
WHUPLQH# ZKHWKHU# IUHH# PDUNHWV# ZLOO# FRPH# XS# ZLWK# D
VXSHULRU# ILQDQFLDO# V\VWHP1# 7KHUHIRUH/# ,# WKLQN# WKDW# WKH
WDVN#EHIRUH#XV#LV#WR#PDNH#WKHVH#EDQNV#IXQFWLRQ#SURSHUO\
E\# FRQVWUDLQLQJ# WKHLU# IUHHGRP#ZLWK# FRQVWLWXWLRQV#DQG
FRYHULQJ#RSWLPXP#FXUUHQF\#DUHDV1

76 $W#RQH# FRQIHUHQFH# LQ#0H[LFR# LQ# 4<<6/#P\#SDSHU#ZDV
FRQVLGHUHG#WRWDOO\#XQUHDOLVWLF#DQG#FULWLFL]HG#KHDYLO\1#7KH
IRFXV#RI#WKH#RWKHU#SDSHUV#ZDV#RQ#WKH#XVHIXOQHVV#RI#FXU0
UHQF\#ERDUGV# WR# VWDELOL]H# WKH#0H[LFDQ#HFRQRP\1#(YHQ
WKRXJK#WKH#EDVLF#WKHPH#RI#WKH#FRQIHUHQFH#ZDV#EURDGHU
DQG# VXSSRVHG# WR# FRQVLGHU# DOWHUQDWLYH# DUUDQJHPHQWV/
WKH#SXEOLVKHUV#RI#WKH#SURFHHGLQJV#DW#WKH#FRQIHUHQFH#GLG
QRW#LQFOXGH#P\#SDSHU1#)LYH#\HDUV#DIWHU#WKH#FRQIHUHQFH/
5REHUWR#6DOLQDV/#RQH#RI#P\#FULWLFV#DQG#WKH#FR0HGLWRU#RI
WKH#YROXPH#+VHH#'RUQ#DQG#6DOLQDV#4<<9,#DSRORJL]HG#WR
PH#IRU#WKH#EDG#UHFHSWLRQ#WKDW#KH#DQG#KLV#FROOHDJXHV#KDG
JLYHQ#P\#SDSHU1#+H# WROG#PH# WKDW#KH# DQG#PDQ\#RWKHU
HFRQRPLVWV#DQG#SROLWLFLDQV#LQ#0H[LFR#KDG#VHHQ#WKH#ZLV0
GRP#RI#P\#SURSRVDO#DQG#KDG#WKHPVHOYHV#EHFRPH#DGYR0
FDWHV#RI#D#PRQHWDU\#XQLRQ1#+H#IODWWHUHG#PH#E\#VD\LQJ=
´<RXU#QDPH#RIWHQ#FRPHV#XS#LQ#GLVFXVVLRQV#DERXW#D#0H[0
LFR086#PRQHWDU\#XQLRQ1µ

77 7KH#UHODWLYH#QXPEHU#RI#FDOOHUV# IRU#DQG#DJDLQVW#PRQH0
WDU\#XQLRQ#ZKR#JRW#RQWR#WKH#DLU#GXULQJ#WKLV#SURJUDP
FDQQRW#EH#WDNHQ#DV#D#UHIOHFWLRQ#RI#SXEOLF#RSLQLRQ=#QRW
RQO\#DUH#WKH#FDOOHUV#VHOI0VHOHFWHG#EXW#WKH#SURJUDP·V#SUR0
GXFHUV# DOVR# VFUHHQ# WKHP/# XVLQJ# FULWHULD# WKDW# DUH# QRW
VHOI0HYLGHQW1



68 %TKVKECN +UUWGU $WNNGVKP 6JG (TCUGT +PUVKVWVG
78 1RW# DOO# RI# WKH# IROORZLQJ# LQIRUPDWLRQ# LV# IRXQG# LQ
%HDXFKHVQHV·#DUWLFOH1

79 ,#ZDV# LQGXFHG# WR#VWDQG# IRU#HOHFWLRQ#DV#D#5HIRUP#3DUW\
FDQGLGDWH#E\# WKLV#HFRQRPLF#DQG#SROLWLFDO#VLWXDWLRQ1#7R
P\#VXUSULVH/#,#ZRQ#WKH#HOHFWLRQ#LQ#4<<61#$V#D#PHPEHU#RI
3DUOLDPHQW/# ,# KDG# D# JUHDW# RSSRUWXQLW\# WR# H[SUHVV# WKH
ZLGHVSUHDG#SRSXODU#FRQFHUQV#DERXW#WKH#ILVFDO#VLWXDWLRQ
LQ#WKH#+RXVH#RI#&RPPRQV#DQG#LWV#)LQDQFH#&RPPLWWHH1
0RVW# DQDO\VWV# DJUHH# WKDW# WKH# 5HIRUP# 3DUW\·V# HOHFWRUDO
VXFFHVV# LQ# 4<<6# DQG# LWV# GHPDQGV# IRU# ILVFDO# SUXGHQFH
WKHUHDIWHU#GLG#PXFK#WR#SXVK#/LEHUDO#JRYHUQPHQW# ILVFDO
SROLFLHV# LQ# WKH# ULJKW#GLUHFWLRQ1# ,#KDYH#KDG#QR# FRQWDFWV
ZLWK#WKH#OHDGHUVKLS#RI#WKH#5HIRUP#3DUW\#VLQFH#,#OHIW#SDU0
OLDPHQW#LQ#4<<:#DIWHU#QRW#VHHNLQJ#UH0HOHFWLRQ#DQG#KDYH
QRW#EHHQ#FRQVXOWHG#RQ#DQ\#HFRQRPLF#LVVXHV1#6LQFH#4<<:/
,#KDYH#ZRUNHG#VWULFWO\#DV#DQ#LQGHSHQGHQW#DQDO\WLFDO#HFRQ0
RPLVW#DQG#DOO#RI#P\#UHVHDUFK#DQG#SXEOLFDWLRQV#DUH#SXEOLF
DQG#DFFHVVLEOH#WR#SROLWLFLDQV#IURP#DOO#SHUVXDVLRQV1

7: )URP#WKH#5HIRUP#3DUW\=#5RE#$QGHUV/#5DKLP#-DIIHU#DQG#-D0
VRQ#.HQQH\>#IURP#WKH#%ORF#4XpEHoRLV=#%HUQDUG#%LUJUDV/
3LHUUH#%ULHQ/#5LFKDUG#0DUFHDX/#6WHSKDQ#7UHPEOD\#DQG
&DUROLQH#6DLQW0+LODLUH1
4GHGTGPEGU
%DOGZLQ/#5LFKDUG#(1#+4<<3,1#2Q#WKH#0LFURHFRQRPLFV#RI#(XURSHDQ
0RQHWDU\#8QLRQ1#(XURSHDQ#(FRQRP\#6SHFLDO#(G1#4=54²681

%DUUR/#5REHUW# +4<<<,1#/HW# WKH#'ROODU#5HLJQ# IURP#6HDWWOH# WR
6DQWLDJR1#:DOO#6WUHHW#-RXUQDO#+0DUFK#;,=#$4;1

%D\RXPL/#7DPLP/#DQG#%DUU\#(LFKHQJUHHQ# +4<<7,1#0RQHWDU\
DQG#([FKDQJH#5DWH#$UUDQJHPHQWV#IRU#1$)7$1#-RXUQDO#RI
'HYHORSPHQW#(FRQRPLFV#76=#458²981

%HDXFKHVQH/# (ULF# +4<<<,1# &DQDGLDQ# &RPSDQLHV# 5DSLGO\# ,Q0
FUHDVH#8VH#RI#WKH#*UHHQEDFN1#1DWLRQDO#3RVW#+-XQH#5<,=#$91

%HONH/#$QVJDU/#DQG#'DQLHO#*URV#+4<<<,1#(VWLPDWLQJ#WKH#&RVWV
DQG#%HQHILWV#RI#(08=#7KH#,PSDFW#RI#([WHUQDO#6KRFNV#RQ
/DERXU#0DUNHWV1#:HOWZLUWVFKDIWOLFKHV#$UFKLY#478/#4=#4²7:1

%HOODYDQFH/#-RHO0'HQLV#+4<<<,1#5HIRUP/#%ORF#03V#5HSHDW#3OHD
IRU#6WXG\#RI#0RQHWDU\#8QLRQ1#1DWLRQDO#3RVW#+-XQH#8,=#$<1

%HUPDQ/#6KHUL/#DQG#.DWKOHHQ#51#1F1DPDUD# +4<<<,1#%DQN#RI
'HPRFUDF\=#:K\#&HQWUDO#%DQNV#1HHG#3XEOLF#2YHUVLJKW1
)RUHLJQ#$IIDLUV#+0DUFK2$SULO,=#5²;1

%ODLU/#&KULVWRSKHU#+4<<<,/#(FRQRPLF#DQG#0RQHWDU\#8QLRQ=#WKH
ILUVW#VL[#PRQWKV/#8.#/LEUDU\#RI#WKH#+RXVH#RI#&RPPRQV/
UHVHDUFK#3DSHU#4<<2:8/#$XJXVW

%UHQQHU/#5HXYHQ#+4<<<D,1#7KH#7URXEOH#ZLWK#WKH#(XUR1#)LQDQFLDO
3RVW#+-XQH#48,=#&:1

³³³# +4<<<E,1#'ROODU#'HEDWH# ,V#2II# 7UDFN1# )LQDQFLDO# 3RVW
+ -XQH#59,=#'81

%XFKDQDQ/# -DPHV# +4<<3,1#(XURSH·V#&RQVWLWXWLRQDO#2SSRUWXQLW\1
)DLUID[/# 9$=# &HQWHU# IRU# WKH# 6WXG\# RI# 3XEOLF# &KRLFH/
*HRUJH#0DVRQ#8QLYHUVLW\1

%XFKDQDQ/#-DPHV/#DQG#*RUGRQ#7XOORFN#+4<95,1#7KH#&DOFXOXV#RI
&RQVHQW=#/RJLFDO#)RXQGDWLRQV#RI#&RQVWLWXWLRQDO#'HPRFUDF\1
$QQ#$UERU/#0,=#0LFKLJDQ#8QLYHUVLW\#3UHVV1
&DUDPD]]D/#)UDQFHVFR/#DQG#-DKDQJLU#$]L]#+4<<;,1#)L[HG#RU#)OH[0
LEOH=#*HWWLQJ# WKH#([FKDQJH#5DWH#5LJKW# LQ# WKH# 4<<3V1#(FR0
QRPLF# ,VVXHV# 461# :DVKLQJWRQ/# '&=# ,QWHUQDWLRQDO
0RQHWDU\#)XQG1

&DUU/#-DFN/#7KRPDV#&RXUFKHQH/#-RKQ#&URZ/#+HUEHUW#*UXEHO#DQG
%HUQDUG#:ROI#+4<<<,1#5RXQG#7DEOH#RQ#D#1RUWK#$PHULFDQ#&XU0
UHQF\1#&DQDGLDQ#3DUOLDPHQWDU\#5HYLHZ#55/#5#+6XPPHU,=#8²461

&OLQWRQ/#.HYLQ#+4<<;,1#%DQN#RI#&DQDGD#5HYLHZ#+6SULQJ,=#4:²6;1
&RKHQ/#%HQMDPLQ#-1#+4<<;,/#7KH#*HRJUDSK\#RI#0RQH\/#,WKDFD/#1<

DQG#/RQGRQ=#&RUQHOO#8QLYHUVLW\#3UHVV
&RPPLVVLRQ#RI#WKH#(XURSHDQ#&RPPXQLWLHV#+4<<3,1#(XURSHDQ

(FRQRP\=#2QH#0DUNHW/#2QH#0RQH\# +´'HORUV#&RPPLVVLRQ
5HSRUWµ,1#

&RUFRUDQ/#7HUHQFH#+4<<<,1#1HZ#6HDUFK#IRU#D#'ROODU#6ROXWLRQ1
)LQDQFLDO#3RVW#+0DUFK#53,=#':1

&RUGHQ/#:1#0D[#+4<;5,1#([FKDQJH#5DWH#3URWHFWLRQ1#,Q#5LFKDUG
11#&RRSHU/#3HWHU#.HQHQ/#-DPLH#GH#0DFHGR/#-DQ#YDQ#<SHU0
VHOH#+HGV1,/#7KH#,QWHUQDWLRQDO#0RQHWDU\#6\VWHP#XQGHU#)OH[L0
EOH#([FKDQJH#5DWHV#+&DPEULGJH=#%DOOLQJHU,=#4:²661

&RXUFKHQH/# 7KRPDV# -1# +4<<<,1# 7RZDUGV# D# 1RUWK# $PHULFDQ
&XUUHQF\=#$Q#2SWLPDO#&XUUHQF\#$UHD#$QDO\VLV1#%HOO#3DSHUV
RQ#(FRQRPLF#DQG#3XEOLF#3ROLF\#+IRUWKFRPLQJ,1

&RXUFKHQH/#7KRPDV# -1/#DQG#5LFKDUG#*1#+DUULV# +4<<<D,1#)URP
)L[LQJ#WR#0RQHWDU\#8QLRQ=#2SWLRQV#IRU#1RUWK#$PHULFDQ#&XU0
UHQF\#,QWHJUDWLRQ1#&1'1#+RZH#&RPPHQWDU\#+-XQH,1

³³³#+4<<<E,1#1RUWK#$PHULFDQ#0RQHWDU\#8QLRQ=#$QDO\WLFDO
3ULQFLSOHV#DQG#2SHUDWLRQDO#*XLGHOLQHV1#3DSHU#SUHVHQWHG
DW#WKH#FRQIHUHQFH/#6KRXOG#&DQDGD#DQG#WKH#8QLWHG#6WDWHV
$GRSW#D#&RPPRQ#&XUUHQF\"#:HVWHUQ#:DVKLQJWRQ#8QL0
YHUVLW\/#$SULO#631



6JG (TCUGT +PUVKVWVG 6JG"%CUG"HQT"VJG"#OGTQ 69
³³³#+4<<<F,1#'RZQ#WKH#6OLSSHU\#6ORSH#RI#0DUNHW#'ROODU0
L]DWLRQ1#)LQDQFLDO#3RVW#+-XQH#56,=#&:1

&R\QH/#$QGUHZ# +4<<<,1#1RWKLQJ# LQ#&RPPRQ1# )LQDQFLDO#3RVW
+-XQH#56,1

&URZ/#-RKQ#+4<<<,1#7KH#&DVH#DJDLQVW#WKH#$PHUR1#)LQDQFLDO#3RVW
+$SULO#48,=#&:1

´'HORUV#&RPPLVVLRQ#5HSRUWµ=#VHH#&RPPLVVLRQ#RI#WKH#(XUR0
SHDQ#&RPPXQLWLHV#+4<<3,1

'RUQ/#-DPHV#$1/#DQG#5REHUWR#6DOLQDV0/HRQ/#HGV#+4<<9,1#0RQH\
DQG#0DUNHWV#LQ#WKH#$PHULFDV=#1HZ#&KDOOHQJHV#IRU#+HPLVSKHU0
LF#,QWHJUDWLRQ1#9DQFRXYHU/#%&=#7KH#)UDVHU#,QVWLWXWH1

(LFKHQJUHHQ/#%DUU\#+4<<5,1#,V#(XURSH#DQ#2SWLPXP#&XUUHQF\#$U0
HD"#,Q#6\OYLR#%RUQHU#DQG#+HUEHUW#*UXEHO#+HGV,/#7KH#(XURSHDQ
&RPPXQLW\#DIWHU#4<<5#+/RQGRQ=#0DF0LOODQ,=#46;²4941

)HLJH/#(GZDUG#+4<<:,1#5HYLVHG#(VWLPDWHV#RI#WKH#8QGHUJURXQG
(FRQRP\=#,PSOLFDWLRQV#RI#86#&XUUHQF\#+HOG#$EURDG1#,Q
2ZHQ# /LSSHUW# DQG# 0LFKDHO#:DONHU# +HGV,/# 7KH# 8QGHU0
JURXQG# (FRQRP\=# *OREDO# (YLGHQFH# RI# LWV# 6L]H# DQG# ,PSDFW
+9DQFRXYHU/#%&=#7KH#)UDVHU#,QVWLWXWH,=#484²53;1

)UDQNHO/#-HIIUH\/#DQG#$QGUHZ#5RVH#+4<<:,1#7KH#(QGRJHQHLW\#RI
WKH#2SWLPXP#&XUUHQF\#$UHD#&ULWHULD1#(FRQRPLF# -RXUQDO
43;/#77<#+-XO\,1

)ULHGPDQ/#0LOWRQ# +4<86,1# 7KH# &DVH# IRU# )OH[LEOH# ([FKDQJH
5DWHV1#,Q#(VVD\V#LQ#3RVLWLYH#(FRQRPLFV#+&KLFDJR=#8QLYHUVLW\
RI#&KLFDJR#3UHVV,=#48:²5361

*UDG\/#3DWULFN/#DQG#.DWKOHHQ#0DFPLOODQ#+4<<;,1#:K\#LV#,QWHU0
SURYLQFLDO#7UDGH#'RZQ#DQG#,QWHUQDWLRQDO#7UDGH#8S"#&D0
QDGLDQ#%XVLQHVV#(FRQRPLFV#9/#7=#59²681

*UHHQZRRG/# -RKQ# +4<<;,1# $VLD·V# )LQDQFLDO# &ULVLV=# &DXVHV/
&XUH/#DQG#2XWORRN1#)UDVHU#)RUXP#+0D\,=#44²4<1

*UXEHO/#+HUEHUW#+4<:3,1#7KH#7KHRU\#RI#2SWLPXP#&XUUHQF\#$U0
HDV1#&DQDGLDQ#-RXUQDO#RI#(FRQRPLFV#6/#5#+0D\,=#64;²571

³³³#+4<:6,1#$#7KHRU\#RI#2SWLPXP#5HJLRQDO#$VVRFLDWLRQV1
,Q#+DUU\#*1#-RKQVRQ#DQG#$OH[DQGHU#6ZRERGD#+HGV,/#7KH
(FRQRPLFV#RI#&RPPRQ#&XUUHQFLHV#+/RQGRQ=#$OOHQ#DQG#8Q0
ZLQ,=#<<²4461

³³³# +4<;5,1#5HIOHFWLRQV#RQ#D#&DQDGLDQ#%LOO#RI#(FRQRPLF
5LJKWV1#&DQDGLDQ#3XEOLF#3ROLF\#:/#4#+:LQWHU,=#8:²9;1

³³³#+4<;7,1#7KH#,QWHUQDWLRQDO#0RQHWDU\#6\VWHP=#(IILFLHQF\
DQG# 3UDFWLFDO# $OWHUQDWLYHV1# )RXUWK# HG1#0LGGOHVH[/# 8.=
3HQJXLQ1

³³³#+4<<3,/#&RPPHQWV#RQ#1LHOV#7K\JHVHQ/#´7KH#%HQHILWV
DQG# &RVWV# RI# &XUUHQF\# 8QLILFDWLRQ1µ# ,Q# +RUVW# 6LHEHUW
+HG,/#7KH#&RPSOHWLRQ#RI# WKH# ,QWHUQDO#0DUNHW# +7XHELQJHQ=
0RKU,=#6:9²;41

³³³#+4<<5,1#$#&RPPRQ#&XUUHQF\#IRU#1RUWK#$PHULFD1#3D0
SHU#SUHVHQWHG#DW#WKH#FRQIHUHQFH/#/LEHUDWLQJ#WKH#+HPL0
VSKHUH=#)UHH#7UDGH#DQG#%H\RQG/#0H[LFR#&LW\/#0D\#4<²
55/#4<<51#6SRQVRUHG#E\#WKH#&DWR#,QVWLWXWH#RI#:DVKLQJ0
WRQ/#'&/# LQ#FRQMXQFWLRQ#ZLWK#WKH#&HQWUR#GH# ,QYHVWLJD0
FLRQHV# 6REUH# OD# /LEUH# (PSUHVHD# DQG# WKH# ,QVWLWXWR
&XOWXUDO#/XGZLJ#YRQ#0LVHV1

³³³# +4<<6,1# /RRNLQJ# $KHDG=# $# &RPPRQ# &XUUHQF\# IRU
1RUWK# $PHULFD1# 3DSHU# SUHVHQWHG# DW# WKDW# FRQIHUHQFH/
1$)7$=#,VVXHV#DQG#$VVHVVPHQW/#$SULO#63/#4<<6/#&RUPLHU
&HQWHU#RI#,QWHUQDWLRQDO#(FRQRPLFV/#%LVKRSV#8QLYHUVLW\/
/HQQR[YLOOH/#4XpEHF1# +1RW# SXEOLVKHG/# DYDLODEOH# RQ# UH0
TXHVW#IURP#DXWKRU1,

³³³#+4<<<,1#/LIH#ZLWK#WKH#$PHUR1#)LQDQFLDO#3RVW#+$SULO#47,1
*UXEHO/#+HUEHUW/#'RXJODV#3XUYLV/#DQG#:LOOLDP#6FDUWK#+4<<5,1

/LPLWV#WR#*RYHUQPHQW=#&RQWUROOLQJ#'HILFLWV#DQG#'HEW#LQ#&DQ0
DGD1#7RURQWR=#&'#+RZH1

+DQNH/#6WHYHQ#+1/#DQG#.1#6FKXOHU#+4<<7,1#&XUUHQF\#%RDUGV#IRU
'HYHORSLQJ# &RXQWULHV=# $#+DQGERRN1# 6DQ# )UDQFLVFR/#&$=
,&6#3UHVV1#

³³³#+4<<9,1#0RQHWDU\#6\VWHPV#DQG#,QIODWLRQ#LQ#'HYHORS0
LQJ#&RXQWULHV1# ,Q# -DPHV#$1#'RUQ#DQG#5REHUWR#6DOLQDV0
/HRQ#+HGV,/#0RQH\#DQG#0DUNHWV#LQ#WKH#$PHULFDV=#1HZ#&KDO0
OHQJHV#IRU#+HPLVSKHULF#,QWHJUDWLRQ#+9DQFRXYHU=#7KH#)UDVHU
,QVWLWXWH,=#568²931

+DQNHO/#:LOKHOP/#:LOKHOP#1|OOLQJ/#.DUO#$1#6FKDFKWVFKQHLGHU/
DQG#-RDFKLP#6WDUEDWW\#+4<<;,1#'LH#(XUR0.ODJH=#:DUXP#GLH
:lKUXQJVXQLRQ#VFKHLWHUQ#PXVV1#+DPEXUJ=#5RZRKOW1

+DUULV/#5LFKDUG#*1# +4<<;,1#)L[# WKH#/RRQLH#E\#)L[LQJ# WKH#([0
FKDQJH#5DWH1#1DWLRQDO#3RVW#+1RYHPEHU#8,=#&:1

+DUULV/#5LFKDUG#*1/#ZLWK#'DYLG#&R[#+4<;6,1#7UDGH/#,QGXVWULDO#3RO0
LF\#DQG#&DQDGLDQ#0DQXIDFWXULQJ1#7RURQWR=#2QWDULR#(FR0
QRPLF#&RXQFLO1

+D\HN/#)ULHGULFK#$1#+4<6:24<;<,1#0RQHWDU\#1DWLRQDOLVP#DQG#,Q0
WHUQDWLRQDO#6WDELOLW\1#/RQGRQ=#/RQJPDQV#*UHHQ1#5HSULQW
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