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0RUULV�'R\OH�3URIHVVRU�RI�3XEOLF�3ROLF\��'HSDUWPHQW�RI�(FRQRPLFV��6WDQIRUG�8QLYHUVLW\�

5RJHU�1ROO�LV�'LUHFWRU�RI�6WDQIRUG¶V�3XEOLF�3ROLF\�3URJUDP�DQG�WKH�3URJUDP�LQ�5HJXODWRU\�3ROLF\�DW�WKH�&HQWHU�IRU�(FRQRPLF�3ROLF\�5HVHDUFK���$�SUROLILF�ZULWHU�DQG�VFKRODU�ZLWK�D�ZLGH�UDQJH�RI�LQWHUHVWV��'U��1ROO�KDV�DXWKRUHG�HLJKW�ERRNV�DQG�RYHU�����DUWLFOHV���+LV�UHVHDUFK�LQWHUHVWV�LQFOXGH�JRYHUQPHQW�UHJXODWLRQ�RI�EXVLQHVV��SXEOLF�SROLFLHV�RQ�UHVHDUFK�DQG�GHYHORSPHQW��WKH�HFRQRPLF�LPSOLFDWLRQV�RI�SROLWLFDO�GHFLVLRQ�PDNLQJ��DQG�WKH�HFRQRPLFV�RI�SURIHVVLRQDO�VSRUWV���� 1ROO�UHFHLYHG�KLV�GRFWRUDWH�LQ�HFRQRPLFV�IURP�+DUYDUG�8QLYHUVLW\���3ULRU�WR�WDNLQJ�D�SRVLWLRQ�DW�6WDQIRUG�LQ�������KH�ZDV�&KDLUPDQ�RI�+XPDQLWLHV�DQG�6RFLDO�6FLHQFHV�DW�&DOLIRUQLD�,QVWLWXWH�RI�7HFKQRORJ\���+H�KDV�VHUYHG�RQ�WKH�VWDII�RI�WKH�%URRNLQJV�,QVWLWXWLRQ�DQG�RQ�WKH�3UHVLGHQW¶V�&RXQFLO�RI�(FRQRPLF�DGYLVRUV��DV�ZHOO�DV�VHYHUDO�RWKHU�DGYLVRU\�ERDUGV�LQFOXGLQJ�WKRVH�RI�WKH�1DWLRQDO�6FLHQFH�)RXQGDWLRQ��1$6$�DQG�WKH�6RODU�(QHUJ\�,QVWLWXWH���
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����,QWURGXFWLRQ�7KH�FRQVHQVXV�YLHZ�DPRQJ�GHYHORSPHQW�HFRQRPLVWV�LV�WKDW�WKH�IDVWHVW�DQG�VXUHVW�SDWK�WR�VXVWDLQHG�HFRQRPLF�JURZWK�LV�QHROLEHUDO�UHIRUP���7KH�NH\�FRPSRQHQWV�RI�WKLV�SDFNDJH�RI�SROLFLHV�DUH�ILVFDO�HIILFLHQF\��PRQHWDU\�UHVWUDLQW��RSHQ�SDUWLFLSDWLRQ�LQ�WKH�LQWHUQDWLRQDO�HFRQRP\��DQG�GRPHVWLF�UHJXODWRU\�UHIRUP���7KHVH�SROLFLHV�DUH�ZLGHO\�UHFRJQL]HG�DV�FRPSOHPHQWDU\���)RU�H[DPSOH��UHFHQW�VWXGLHV�GHPRQVWUDWH�WKDW�WKH�EHQHILWV�IURP�UHGXFWLRQV�LQ�(J\SW
V�IRUPDO�WUDGH�EDUULHUV�ZRXOG�EH�VXEVWDQWLDOO\�KLJKHU�LI�WKH\�ZHUH�DFFRPSDQLHG�E\�WD[�UHIRUP� DQG�E\�SULYDWL]DWLRQ�DQG�FRPSHWLWLRQ�LQ�SRUW�VHUYLFHV�� ,Q�DGGLWLRQ��VHYHUDO�VWXGLHV�KDYH�H[DPLQHG�WKH�FRQGLWLRQV�XQGHU�ZKLFK�VXVWDLQHG�UHIRUP�LV�SROLWLFDOO\�IHDVLEOH� � 6RPH�RI�WKHVH�VWXGLHV�PDNH�WKH�WKHRUHWLFDO�DUJXPHQW�WKDW�DSSURSULDWH�EXQGOLQJ�DQG�VHTXHQFLQJ�RI�GLIIHUHQW�UHIRUP�SROLFLHV�FDQ�HQKDQFH�WKH�SROLWLFDO�VXVWDLQDELOLW\�RI�UHIRUP�E\�LGHQWLI\LQJ�WKRVH�KDUPHG�E\�RQH�UHIRUP�PHDVXUH�DQG�DGRSWLQJ�D�FRPSDQLRQ�UHIRUP�WKDW�SURYLGHV�D�FRPSHQVDWLQJ�EHQHILW�WR�WKDW�JURXS� �)RU�WKH�PRVW�SDUW��VWXGLHV�RI�WKH�FRPSOHPHQWDULWLHV�DPRQJ�QHROLEHUDO�UHIRUP�PHDVXUHV�HPSKDVL]H�GRPHVWLF�HFRQRPLFV�DQG�SROLWLFV���7KLV�GRPHVWLF�IRFXV�SURYLGHV�H[WUHPHO\�XVHIXO�LQIRUPDWLRQ�DERXW�WKH�FRQQHFWLRQV�EHWZHHQ�UHIRUP�PHDVXUHV��EXW�PRUH�H[WHQVLYH�DQDO\VHV�DUH�UHTXLUHG�WR�H[SODLQ�DQ�LPSRUWDQW�IHDWXUH�RI�DOPRVW�DOO�FRQWHPSRUDU\�WUDGH�DJUHHPHQWV���WKH�SUHVHQFH�RI�SURYLVLRQV�DERXW�UHJXODWRU \�UHIRUP���)RU�H[DPSOH��WKH�FRPSOHWHG�DQG�SURSRVHG�DJUHHPHQWV�WR�LPSOHPHQW�WKH�(XURSHDQ�8QLRQ
V�0HGLWHUUDQHDQ�SDUWQHUVKLS�SURJUDP�FRQWDLQ�VHYHUDO�SURYLVLRQV�DERXW�DGPLQLVWUDWLYH�UHIRUPV��LQFOXGLQJ�KDUPRQL]DWLRQ�RI�
� 7KH�DXWKRU�JUDWHIXOO\�DFNQRZOHGJHV�WKH�ILQDQFLDO�VXSSRUW�IRU�WKH�ZRUN�LQ�SUHSDULQJ�WKH�HVVD\�IURP�WKH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��WKH�0DUNOH�)RXQGDWLRQ��DQG�WKH�2UJDQL]DWLRQ�IRU�(FRQRPLF�&RRSHUDWLRQ�DQG�'HYHORSPHQW���9HU\�XVHIXO�FRPPHQWV�DQG�VXJJHVWLRQV�LQ�SUHSDULQJ�WKLV�HVVD\�ZHUH�UHFHLYHG�IURP�$KPHG�*DODO��6FRWW�-DFREV��DQG�%HUQDUG�3KLOOLSV��7KH�DXWKRU�LV�VROHO\�UHVSRQVLEOH�IRU�WKH�YLHZV�H[SUHVVHG�LQ�WKLV�HVVD\��� 'HQLVH�.RQDQ� DQG�.HLWK� (��0DVNXV�� �-RLQW� 7UDGH� /LEHUDOL]DWLRQ� DQG� 7D[�5HIRUP� LQ� D� 6PDOO�2SHQ�(FRQRP\�� � 7KH�&DVH� RI�(J\SW���XQSXEOLVKHG�PDQXVFULSW��$SULO�������� 1DWKDQ� $VVRFLDWHV� ,QF��� �(J\SW�� � 2SWLRQV� IRU� ,QFUHDVLQJ� 0DUNHW� &RPSHWLWLRQ� LQ� 0DULWLPH� 3RUW� 6HUYLFHV��� 5HSRUW� IRU� WKH�*RYHUQPHQW�RI�(J\SW�DQG�86$,'��-XQH�������� )RU�H[DPSOH��VHH�$KPHG�*DODO���,QFHQWLYHV�IRU�(FRQRPLF�,QWHJUDWLRQ�LQ�WKH�0LGGOH�(DVW���:RUNLQJ�3DSHU�1R�����(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��'HFHPEHU�������� 6HH� &HVDU� 0DUWLQHOOL� DQG� 0DULDQR� 7RPPDVL�� �6HTXHQFLQJ� RI� (FRQRPLF� 5HIRUPV� LQ� WKH�3UHVHQFH� RI� 3ROLWLFDO� &RQVWUDLQWV���(FRQRPLFV�DQG�3ROLWLFV�������-XO\������������������DQG�WKH�UHIHUHQFHV�WKHUHLQ��
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SURGXFW�VWDQGDUGV��WHVWLQJ��DQG�FHUWLILFDWLRQ��DQG�WKH�DSSOLFDWLRQ�RI�FRPSHWLWLRQ�SROLFLHV�WR�VWDWH�RZQHG�HQWHUSULVHV��PDQ\�RI�ZKLFK�DUH�GRPHVWLF�VWDWXWRU\�PRQRSROLHV� � 6RPH�KDYH�DUJXHG�WKDW�WKHVH�DJUHHPHQWV�ZRXOG�EH�PRUH�EHQHILFLDO�LI�WKH\�ZHUH�PRUH�DJJUHVVLYH�LQ�JUDQWLQJ�ULJKWV�RI�HVWDEOLVKPHQW��JXDUDQWHHLQJ�QDWLRQDO�WUHDWPHQW��DQG�HOLPLQDWLQJ�HQWU\�FRQWUROV�LQ�LQIUDVWUXFWXUDO�VHUYLFH�LQGXVWULHV�VXFK�DV�HOHFWULFLW\��ILQDQFLDO�VHUYLFHV��WHOHFRPPXQLFDWLRQV��DQG�WUDQVSRUWDWLRQ�� 7KH�FHQWUDO�UROH�RI�UHJXODWRU\�SROLF\�LQ�LQWHUQDWLRQDO�WUDGH�DJUHHPHQWV�FDOOV�DWWHQWLRQ�WR�DQ�REYLRXV�IDFW���UHJXODWRU\�SROLFLHV�DUH�QRW�VLPSO\�D�PDWWHU�RI�GRPHVWLF�SROLF\���7KH\�KDYH�VLJQLILFDQW�LQWHUQDWLRQDO�UHSHUFXVVLRQV��DQG�VR�FDXVH�SURVSHFWLYH�WUDGLQJ�SDUWQHUV�WR�GLVFXVV�UHJXODWLRQ�DV�SDUW�RI�WUDGH�SROLF\��� ,Q�WKH�SRSXODU�GHEDWH�RYHU�UHJXODWRU\�UHIRUP��IRUHLJQ�LQVWLWXWLRQV��LQWHUQDWLRQDO�RUJDQL]DWLRQV��RWKHU�QDWLRQV��RU�IRUHLJQ�EXVLQHVVHV��SOD\�D�PDMRU�UROH��EXW�WKH\�JHQHUDOO\�DUH�SHUFHLYHG�LQ�D�QHJDWLYH�OLJKW���)RUHLJQHUV�PD\�SXVK�IRU�GRPHVWLF�SROLF\�FKDQJHV��EXW�WKHLU�REMHFWLYHV�IUHTXHQWO\�DUH�SRUWUD\HG�DV�FRQWUDU\�WR�GRPHVWLF�LQWHUHVWV���$FFRPPRGDWLQJ�WKHVH�REMHFWLYHV�LV�RIWHQ�SRUWUD\HG�DV�DW� EHVW�D�ORVV�RI�VRYHUHLJQW\�DQG�DW�ZRUVW�DQ�DFW�ERUGHULQJ�RQ�WUHDVRQ��� 7KH�SXUSRVH�RI�WKLV�HVVD\�LV�WR�H[DPLQH�WKH�LQWHUQDWLRQDO�GLPHQVLRQ�RI�WKH�FRPSOHPHQWDULW\�EHWZHHQ�WUDGH�OLEHUDOL]DWLRQ�DQG�GRPHVWLF�UHJXODWRU\�UHIRUP���7KH�XOWLPDWH�REMHFWLYH�LV�WR�SURY LGH�D�IUDPHZRUN�IRU�XQGHUVWDQGLQJ�ZK\�UHJXODWRU\�UHIRUP�TXLWH�OHJLWLPDWHO\�KDV�EHFRPH�D�FHQWUDO�LVVXH�LQ�LQWHUQDWLRQDO�WUDGH�QHJRWLDWLRQV�DQG�DJUHHPHQWV��DQG�WR�PDNH�VRPH�VXJJHVWLRQV�DERXW�KRZ�UHJXODWRU\�SROLF\�FDQ�EH�LQWURGXFHG�LQWR�LQWHUQDWLRQDO�DJUHHPHQWV�PRVW�SURGXFWLYHO\�IRU�DOO�WUDGLQJ�SDUWQHUV��
����7KH�(YROXWLRQ�RI�5HJXODWRU\�5HIRUP�
5HJXODWRU\�UHIRUP�LV�D�YHU\�EURDG�FRQFHSW�WKDW�KDV�EHHQ�D�KLJK�SURILOH�SROLWLFDO�LVVXH�LQ�VHYHUDO�DGYDQFHG�LQGXVWULDOL]HG�QDWLRQV�VLQFH�WKH�����V���7KH�GRPDLQ�RI�SROLFLHV�WKDW�FRQVWLWXWH�UHJXODWRU\�UHIRUP�LV�H[WHQVLYH��2QH�FDWHJRU\�RI�UHJXODWRU\�SROLFLHV��FDOOHG�HFRQRPLF�UHJXODWLRQ��GHDOV�ZLWK�FRQWUROOLQJ�SULFHV�DQG�HQWU\���,Q�FRXQWULHV�ZLWK�H[WHQVLYH�JRYHUQPHQW�RZQHG�EXVLQHVVHV��UHIRUP�RI�HFRQRPLF�UHJXODWLRQ�EHJLQV�ZLWK�
� $KPHG�*DODO� DQG�%HUQDUG�+RHNPDQ�� �(J\SW� DQG� WKH�3DUWQHUVKLS�$JUHHPHQW�ZLWK� WKH�(8�� �7KH�5RDG� WR�0D[LPXP�%HQHILWV����:RUNLQJ�3DSHU�1R��������(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��������� )RU�H[DPSOH��VHH�0DKPRXG�0RKLHOGLQ���7KH�(J\SW�(8�3DUWQHUVKLS�DQG�WKH�/LEHUDOL]DWLRQ�RI�6HUYLFHV���:RUNLQJ�3DSHU��1R�����(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��)HEUXDU\�������� )RU� D�PRUH� FRPSOHWH� GLVFXVVLRQ� RI� WKHVH� LVVXHV�� VHH�5RJHU�*��1ROO�� �,QWHUQDWLRQDOL]LQJ�5HJXODWRU\�5HIRUP��� LQ� 3LHWUR�1LYROD��&RPSDUDWLYH�'LVDGYDQWDJH��:DVKLQJWRQ���%URRNLQJV�,QVWLWXWLRQ��������
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SULYDWL]DWLRQ���)RU�LQGXVWULHV�LQ�ZKLFK�LQFXPEHQW�QDWLRQDOL]HG�RU�LQWHQVLYHO\�UHJXODWHG�SULYDWH�ILUPV�KDYH�HQMR\HG�SURWHFWHG�PRQRSROLHV��DQRWKHU�FRPSRQHQW�RI�UHIRUP�LV�WR�HOLPLQDWH�HQWU\�UHVWULFWLRQV�DQG�WR�YLJRURXVO\�DSSO\�FRPSHWLWLRQ�SROLF\�WR�LQFXPEHQWV�WR�SURPRWH�HFRQRPLFDOO\�ZDUUDQWHG�HQWU\���,I�KLVWRULFDOO\�SURWHFWHG�LQFXPEHQWV�FDQ�EH�H[SHFWHG�WR�UHWDLQ�FRQVLGHUDEOH�PDUNHW�SRZHU�IRU�PDQ\�\HDUV��GHVSLWH�WKH�HOLPLQDWLRQ�RI�HQWU\�UHVWULFWLRQV��UHIRUP�ZLOO�DOVR�LQYROYH�DGRSWLQJ�PHWKRGV�RI�SULFH�UHJXODWLRQ�WKDW�VLPXOWDQHRXVO\�LQFUHDVH�WKH�LQFHQWLYH�RI�WKH�ILUP�WR�RSHUDWH�HIILFLHQWO\�ZKLOH�UHGXFLQJ�WKH�LQFHQWLYH�DQG�WKH�RSSRUWXQLW\�WR�SXUVXH�DQWLFRPSHWLWLYH�VWUDWHJLHV�DJDLQVW�HQWUDQWV���$QG��RQFH�HQWU\�KDV�PDGH�WKHVH�PDUNHWV�UHDVRQDEO\�FRPSHWLWLYH��UHJXODWRU\�UHIRUP�PHDQV�GHUHJXODWLRQ� �� $�VHFRQG�EURDG�FDWHJRU\�RI�UHJXODWLRQ�VHHNV�WR�SURWHFW�ZRUNHUV�IURP�KD]DUGRXV�ZRUN�SODFHV�DQG�XQIDLU�ODERU�SUDFWLFHV��FRQVXPHUV�IURP�IUDXG�DQG�KD]DUGRXV�SURGXFWV��DQG�WKH�HQYLURQPHQW�IURP�SROOXWLRQ��,Q�WKHVH�FDVHV�UHJXODWRU\�UHIRUP�FRQVLVWV�RI�LQVWLWXWLRQDO�FKDQJHV�WKDW�PDNH�UHJXODWLRQV�PRUH�HIILFLHQW���2QH�FDWHJRU\�RI�UHIRUP�LV�WR�XVH�SHUIRUPDQFH�UDWKHU�WKDQ�GHVLJQ�VWDQGDUGV�LQ�UHJXODWLQJ�KD]DUGRXV�SURGXFWV��ZRUNLQJ�FRQGLWLRQV��RU�HQYLURQPHQWDO�HPLVVLRQV���$QRWKHU�DSSURDFK�WR�UHIRUP�LV�WR�PDNH�JUHDWHU�XVH�RI�PDUNHW�PHFKDQLVPV�WR�LQGXFH�ILUPV�WR�LPSOHPHQW�EHQHILFLDO�FKDQJHV�LQ�SURGXFWLRQ�SUDFWLFHV�DQG�SURGXFW�GHVLJQ���([DPSOHV�LQFOXGH�HPLVVLRQV�WD[HV��WUDGDEOH�HPLVVLRQV�SHUPLWV��LQMXU\�ILQHV��DQG�VWULQJHQW�ODEHOLQJ�UHTXLUHPHQWV��DOO�RI�ZKLFK�UHO\�WR�VRPH�H[WHQW�RQ�FUHDWLQJ�ILQDQFLDO�LQFHQWLYHV�IRU�DFKLHYLQJ�UHJXODWRU\�SROLF\�REMHFWLYHV���6WLOO�DQRWKHU�FDWHJRU\�RI�UHIRUP�LV�HIILFLHQF\ �HQKDQFLQJ�FKDQJHV�LQ�UHJXODWRU\�SURFHGXUHV��([DPSOHV�LQFOXGH�UHTXLULQJ�FRPSUHKHQVLYH�HFRQRPLF�LPSDFW�DQDO\VHV�IRU�QHZ�UHJXODWLRQV��DQG�JUDQWLQJ�VWDQGLQJ�LQ�UHJXODWRU\�GHFLVLRQ�SURFHVVHV�WR�FRPSHWLWLRQ�SROLF\�DJHQFLHV� �
5HJXODWRU\�5HIRUP�DQG�)UHH�7UDGH�7KH�LQLWLDO�LPSHWXV�WR�UHJXODWRU\�UHIRUP�DURVH�SULPDULO\�IURP�GRPHVWLF�HFRQRPLF�FRQFHUQV��DQG�IRFXVHG�SULPDULO\�RQ�WKH�DSSURSULDWH�ERXQGDU\�EHWZHHQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV�LQ�WKH�HFRQRP\���$�FRQVLGHUDEOH�DPRXQW�RI�VFKRODUO\�UHVHDUFK�LQ�WKH�����V�DQG�����V�FRQFOXGHG�WKDW�D�JUHDW�GHDO�RI�HFRQRPLF�UHJXODWLRQ�ZDV�LQHIILFLHQW�DQG�XQQHFHVVDU\��EXW�WKDW�HQYLURQPHQWDO�UHJXODWLRQ�ZDV�WRR�OD[���7KH�IRFXV�RI�WKLV�UHVHDUFK�DQG�VXEVHTXHQW�SROLF\�FKDQJHV�ZDV�SXUHO\�WKH�GRPHVWLF�HIIHFWV�RI�SROLF\�FKDQJH� �� 7KH�SXUHO\�GRPHVWLF�RULHQWDWLRQ�RI�WKH�UHIRUP�GHEDWH�GLG�QRW�ODVW�ORQJ���$Q�LPSRUWDQW�IHDWXUH�RI�SRVW �ZDU�HFRQRPLF�SROLF\�LV�WKH�PRYHPHQW�WRZDUG�IUHH�WUDGH��HVSHFLDOO\�DPRQJ�DGYDQFHG�LQGXVWULDOL]HG�QDWLRQV���,QLWLDOO\��IRUPDO�WUDGH�EDUULHUV�WKURXJKRXW�WKH�ZRUOG�ZHUH�ODUJH�FRPSDUHG�WR�WKH�FRVWV�RI�GRPHVWLF�UHJXODWLRQ���7KH�HVWLPDWHV�RI�WKH�FRVWV�RI�UHJXODWLRQ�DV�D�SHUFHQWDJH�RI�JURVV�GRPHVWLF�SURGXFW��ZKLOH�VLJQLILFDQW��UDU HO\�UHDFK�GRXEOH�GLJLWV��ZKHUHDV�WDULII�UDWHV�WKURXJKRXW�WKH�ZRUOG�DW�WKH�HQG�RI�:RUOG�:DU�,,�ZHUH�W\SLFDOO\�LQ�
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WKH�QHLJKERUKRRG�RI����WR����SHUFHQW��ZLWK�TXRWDV�FDXVLQJ�VWLOO�KLJKHU�LPSOLFLW�UDWHV���:LWK�GLUHFW�WUDGH�EDUULHUV�RI�WKLV�PDJQLWXGH��UHJXODWRU\�UHIRUP�KDG�PLQLPDO�LPSOLFDWLRQV�ZLWK�UHVSHFW�WR�WUDGH��� $V�WUDGH�EDUULHUV�IHOO��UHJXODWLRQ�EHFDPH�D�PRUH�VLJQLILFDQW�IDFWRU�LQ�DIIHFWLQJ�WKH�UHODWLYH�SULFHV�RI�H[SRUWV��LPSRUWV��DQG�GRPHVWLF�SURGXFWLRQ���$V�D�UHVXOW��UHJXODWRU\�SROLF\�EHFDPH�D�PDWWHU�RI�L QWHUQDWLRQDO�HFRQRPLF�SROLF\�LQ�WKUHH�ZD\V��� )LUVW��DV�HPSKDVL]HG�LQ�PDQ\�HFRQRPLF�VWXGLHV��UHJXODWRU\�UHIRUP�EHJDQ�WR�EH�SHUFHLYHG�DV�D�PHDQV�E\�ZKLFK�D�QDWLRQ�FRXOG�FDSWXUH�JUHDWHU�EHQHILWV�IURP�WUDGH�OLEHUDOL]DWLRQ���:KHQ�WDULIIV�DQG�TXRWDV�QR�ORQJHU�VXEVWDQWLDOO\�OLPLW�WKH�SRWHQWLDO�H[SRUWV�RI�D�GRPHVWLF�LQGXVWU\��LQHIILFLHQFLHV�LQ�GRPHVWLF�VXSSO\�LQGXVWULHV��LQFOXGLQJ�WKH�KHDYLO\�UHJXODWHG�LQIUDVWUXFWXUDO�VHFWRUV��FDQ�GHWHUPLQH�WKH�LQWHUQDWLRQDO�FRPSHWLWLYHQHVV�RI�D�GRPHVWLF�LQGXVWU\�ZLWK�WKH�SRWHQWLDO�IRU�VXEVWDQWLDO�H[SRUWV���/LNHZLVH��IRU�LQGXVWULHV�WKDW�UHO\�RQ�WUDGHG�LQSXWV��LQHIILFLHQFLHV�LQ�UHJXODWLRQV�JRYHUQLQJ�SRUWV��GRPHVWLF�WUDQVSRUWDWLRQ��DQG�VWDQGDUGV�IRU�LPSRUWHG�SURGXFWV�FDQ�FDXVH�D�GRPHVWLF�PDQXIDFWXUHU�WR�KDYH�SURGXFWLRQ�FRVWV�WKDW�DUH� WRR�KLJK�IRU�SURILWDEOH�H[SRUW��� 6HFRQG��RWKHU�IRUPV�RI�LQHIILFLHQW�GRPHVWLF�UHJXODWLRQ�FRXOG�FDXVH�DQ�RWKHUZLVH�HIILFLHQW�ILUP�WR�ORVH�GRPHVWLF�PDUNHW�VKDUH�WR�LPSRUWV�IURP�QDWLRQV�ZLWK�D�EHWWHU�UHJXODWRU\�V\VWHP���7KH�NH\�SRLQW�LV�WKDW�D�ILUP�PD\�KDYH�UHODWLYHO\�ORZ�FRVWV�LQ�WUDQVIRUPLQJ�LQSXWV�WR�RXWSXWV��EXW�IDFH�KLJK�FRVWV�LQ�FRPSO\LQJ�ZLWK�LQHIILFLHQW�UHJXODWLRQV�RU�KHDYLO\�UHJXODWHG�GRPHVWLF�LQSXWV���,I�WKH�ODWWHU�FRVWV�DUH�KLJK�HQRXJK��WKH\�FDQ�RIIVHW�WKH�HIILFLHQF\�DQG�ORFDWLRQDO�DGYDQWDJHV�RI�WKH�ILUP�DQG�FDXVH�LW�WR�ORVH�VDOHV�WR�D�OHVV�HIILFLHQW�IRUHLJQ�VRXUFH�RI�VXSSO\����7KH�PHFKDQLVPV�WKDW�FDQ�OHDG�WR�WKLV�RXWFRPH�DUH�VLPLODU�WR�WKRVH�ZKLFK�FDXVH�D�ORVV�RI�H[SRUW�PDUNHWV��� %RWK�RI�WKHVH�WZR�PHFKDQLVPV�IRU�FUHDWLQJ�D�FRQQHFWLRQ�EHWZHHQ�UHJXODWR U\�DQG�WUDGH�SROLFLHV�IRFXV�RQ�WKH�GRPHVWLF�FRQVHTXHQFHV�RI�WKH�FRPELQDWLRQ�RI�IUHH�WUDGH�DQG�LQHIILFLHQW�UHJXODWLRQ���7KH�WKLUG�PHFKDQLVP�E\�ZKLFK�UHJXODWRU\�UHIRUP�EHFDPH�LQWHUQDWLRQDOL]HG�KDV�IRUHLJQ�RULJLQV���,Q�WKH�SUHFHGLQJ�H[DPSOHV��LQHIILFLHQW�UHJXODWLRQ�EHQHILWV�IRUHLJQ�ILUPV�DW�WKH�H[SHQVH�RI�GRPHVWLF�RQHV���+RZHYHU��UHJXODWLRQ�FDQ�KDYH�WKH�RSSRVLWH�HIIHFW�DV�ZHOO��FUHDWLQJ�DQ�LQGLUHFW�WUDGH�EDUULHU���)RU�H[DPSOH��D�KLJKO\�LQHIILFLHQW�GRPHVWLF�WUDQVSRUWDWLRQ�V\VWHP�LQFUHDVHV�WKH�DGYDQWDJH�RI�FORVH�SUR[LPLW\�EHWZHHQ�EX\HUV�DQG�VHOOHUV��DQG�VR�FDQ�KDYH�WKH�HIIHFW�RI�SURWHFWLQJ�DQ�LQHIILFLHQW�GRPHVWLF�ILUP�IURP�FRPSHWLWLRQ�IURP�PRUH�HIILFLHQW�IRUHLJQ�VXSSOLHUV���2U��D�XQLTXH�GHVLJQ�VWDQGDUG�LQ�ZRUN�SODFH��SURGXFW�RU�HQYLURQPHQWDO�UHJXODWLRQ�FDQ�LQFUHDVH�WKH�FRVW�RI�HQWU\�E\�D�IRUHLJQ�VXSSOLHU�RI�D�SURGXFW�ZKLFK�LV�HTXDOO\�HIIHFWLYH�LQ�SXUVXLQJ�WKH�SHUIRUPDQFH�REMHFWLYHV�RI�UHJXODWLRQ�EXW�WKDW�XVHV�D�GLIIHUHQW�GHVLJQ���,Q�VXFK�FDVHV��IRUHLJQ�VXSSOLHUV�PD\�SHUFHLYH�
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PLQLPDO�JDLQV�LQ�D�WUDGH�DJUHHPHQW�XQOHVV�LW�LQFOXGHV�FKDQJHV�LQ�UHJXODWRU\�SROLF\�WKDW�HOLPLQDWH�WKH�LQGLUHFW�WUDGH�EDUULHUV�FUHDWHG�E\�UHJXODWLRQ��
7KH�0DJQLI\LQJ�(IIHFW�RI�5HJXODWRU\�3ROLWLFV�5HJDUGOHVV�RI�WKH�PRWLYDWLRQV�EHKLQG�LQHIILFLHQW�UHJXODWLRQ��EDG�UHJXODWLRQV�ZRXOG�KDYH�LQWHUQDWLRQDO �FRQVHTXHQFHV�DQG�KHQFH�FUHDWH�D�OLQNDJH�ZLWK�WUDGH�SROLF\���1HYHUWKHOHVV��WKH�SROLWLFV�RI�SROLF\�IRUPDWLRQ�FUHDWHV�RSSRUWXQLWLHV�IRU�H[SOLFLWO\�XVLQJ�WKH�UHJXODWRU\�SURFHVV�IRU�WKH�SXUSRVH�RI�HUHFWLQJ�LQGLUHFW�WUDGH�EDUULHUV��� ([FHSW�LQ�WKH�PRVW�DXWKRULWDULDQ�RU�WKHRFUDWLF�UHJLPHV��SROLF\�IRUPXODWLRQ�LV�OLNHO\�WR�EH�GLVWRUWHG�E\�WKH�HIIHFWV�RI�QRQ�XQLIRUPLWLHV�LQ�WKH�RUJDQL]DWLRQ�RI�WKH�LQWHUHVWV�DW�VWDNH�LQ�D�SROLF\�LVVXH���,Q�PRVW�FRXQWULHV��HYHQ�QDWLRQV�ZLWK�ZHDN�RU�QRQH[LVWHQW�GHPRFUDWLF�LQVWLWXWLRQV��JRYHUQDQFH�LV�PRVW�DFFXUDWHO\�FRQFHLYHG�DV�EDUJDLQV�DPRQJ�D�FRDOLWLRQ�RI�JURXSV�ZLWK�SDUWLDOO\�FRPSHWLQJ�REMHFWLYHV�DQG�LQWHUHVWV���7KH�EDVLF�SROLWLFDO�LQVWLWXWLRQV�RI�D�QDWLRQ�GHWHUPLQH�WKH�SUHFLVH�ZD\�LQ�ZKLFK�WKHVH�SROLF\�EDUJDLQV�DUH�PDGH��EXW�VRPH�IXQGDPHQWDO�SULQFLSOHV��GULYHQ�E\�WKH�HFRQRPLFV�RI�SROLWLFDO�SDUWLFLSDWLRQ��ZLOO�DSSO\�WR�VRPH�GHJUHH�LQ�DOO�FRDOLWLRQDO�IRUPV�RI�JRYHUQPHQW��$Q�LPSRUWDQW�IDFWRU�LQIOXHQFLQJ�SROLF\�RXWFRPHV�LV�GHULYHG�IURP�WKH�WKHRU\�RI�SROLWLFDO�RUJDQL]DWLRQV�RU�LQWHUHVW�JURXSV���$Q�HIIHFWLYH�SROLWLFDO�RUJDQL]DWLRQ�IDFHV�WKUHH�W\SHV�RI�GLUHFW�FRVWV��IRUPDWLRQ��SDUWLFLSDWLRQ��DQG�RSSRUWXQLVWLF���7KH�PDJQLWXGH�RI�WKHVH�FRVWV�YDULHV�DPRQJ�JURXSV��DQG�PD\�WKHUHIRUH�LQIOXHQFH�WKH�H[WHQW�WR�ZKLFK�LQWHUHVWV�DUH�PRELOL]HG�WR�DIIHFW�SROLFLHV� �� )RUPDWLRQ�FRVWV�DUH�DVVRFLDWHG�ZLWK�JHWWLQJ�PHPEHUV�WR�MRLQ�WKH�RUJDQL]DWLRQ�DQG�UHDFK�D�FRPPRQ�DJUHHPHQW�DERXW�WKHLU�SROLF\�REMHFWLYHV���,Q�JHQHUDO��IRUPDWLRQ�FRVWV�ZLOO �EH�JUHDWHU�IRU�ODUJHU�JURXSV�DQG��KROGLQJ�VL]H�FRQVWDQW��IRU�JURXSV�WKDW�KDYH�D�JUHDWHU�GLYHUVLW\�RI�LQWHUHVWV�WKDW�PXVW�EH�FRPSURPLVHG�EHIRUH�WKH�JURXS�FDQ�HVWDEOLVK�D�FRPPRQ�SROLF\���7R�VRPH�GHJUHH��IRUPDWLRQ�FRVWV�QHHG�RQO\�EH�SDLG�RQFH���+HQFH��D�JURXS�WKDW�LV�DOUHDG\�RUJDQL]HG�IRU�RQH�SXUSRVH�ZLOO�IDFH�ORZHU�FRVWV�WR�H[WHQG�LWV�SROLWLFDO�DFWLYLW\�LQWR�D�VHFRQG�SROLF\�LVVXH��IRU�ZKLFK�LW�LV�VXIILFLHQWO\�KRPRJHQHRXV�WR�DFKLHYH�D�FRPPRQ�REMHFWLYH� �� 3DUWLFLSDWLRQ�FRVWV�DUH�DVVRFLDWHG�ZLWK�LQIOXHQFLQJ�WKH�SROLF\�SURFHVV�E\�JDWKHULQJ�LQIRUPDWLRQ��OREE\LQJ�SXEOLF�RIILFLDOV��DQG�HQJDJLQJ�LQ�IRUPDO�OHJDO�DQG�SROLF\�PDNLQJ�SURFHVVHV���3DUWLFLSDWLRQ�LV�D�IRUP�RI�SXEOLF�
� 7KH� FODVVLF� IRXQGDWLRQV� RI� WKH� HFRQRPLF� DSSURDFK� WR� SROLWLFV� ZHUH� VHW� IRUWK� LQ� $QWKRQ\� 'RZQV��$Q� (FRQRPLF� 7KHRU\� RI�'HPRFUDF\�� 1HZ� <RUN�� � %DVLF� %RRNV�� ������ DQG�0DQFXU� 2OVRQ��7KH� /RJLF� RI� &ROOHFWLYH� $FWLRQ�� &DPEULGJH��0DVV��� � +DUYDUG�8QLYHUVLW\�3UHVV���������)RU�D�PRUH�FRPSOHWH�VXPPDU\�RI�WKH�DSSOLFDWLRQ�RI�WKHVH�SULQFLSOHV�WR�SROLF\�IRUPDWLRQ��VHH�5RJHU�*��1ROO���(FRQRPLF� 3HUVSHFWLYHV� RQ� WKH� 3ROLWLFV� RI� 5HJXODWLRQ��� LQ� 5LFKDUG� 6FKPDOHQVHH� DQG� 5REHUW� :LOOLJ��+DQGERRN� RI� ,QGXVWULDO�2UJDQL]DWLRQ��1HZ�<RUN���1RUWK�+ROODQG�3XEOLVKHUV��������
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JRRG�IRU�DOO�PHPEHUV�RI�WKH�JURXS�LQ�WKDW�JUHDWHU�DQG�PRUH�HIIHFWLYH�SDUWLFLSDWLRQ�WR�DFKLHYH�W KH�JURXS
V�FRPPRQ�HQGV�PXVW�EH�SURYLGHG�XQLIRUPO\�WR�DOO�PHPEHUV���+HQFH��SDUWLFLSDWLRQ�FRVWV�SHU�JURXS�PHPEHU��JLYHQ�WKH�LQWHQVLW\�RU�TXDOLW\�RI�SDUWLFLSDWLRQ��GHFOLQH�DV�WKH�JURXS�EHFRPHV�ODUJHU� �� )LQDOO\��RSSRUWXQLVWLF�FRVWV�UHIHU�WR�WKH�FRQVHTXHQFHV�RI �VHOI�LQWHUHVWHG�EHKDYLRU�E\�JURXS�PHPEHUV�WKDW�XQGHUPLQHV�WKH�JURXS���2QH�H[DPSOH�LV�IUHH�ULGLQJ�E\�QRW�FRQWULEXWLQJ�WR�WKH�VXFFHVV�RI�WKH�JURXS���%HFDXVH�SROLWLFDO�RUJDQL]DWLRQV�SXUVXH�FRPPRQ�REMHFWLYHV��WKHLU�SROLF\�HIIHFW�LV�DOVR�D�IRUP�RI�SXEOLF�JRRG� IRU�DOO�JURXS�PHPEHUV���+HQFH��SROLWLFDO�RUJDQL]DWLRQV�IDFH�WKH�FODVVLF�SUREOHP�RI�IUHH �ULGLQJ���D�JURXS�PHPEHU�KDV�DQ�LQFHQWLYH�QRW�WR�EHDU�D�IDLU�VKDUH�RI�WKH�JURXS
V�FRVW�EHFDXVH�WKH�EHQHILWV�RI�JURXS�DFWLRQ�ZLOO�EH�H[SHULHQFHG�UHJDUGOHVV�RI�ZKHWKHU�WKDW�PHPEHU�FRQWULEXWHV���2I�FRXUVH��WKH�LQFHQWLYH�WR�IUHH �ULGH�GHSHQGV�RQ�WKH�LQFRQVHTXHQWLDOLW\�RI�WKH�VXSSRUW�RI�D�VLQJOH�PHPEHU��ZKLFK�LQ�WXUQ�LV�PRUH�OLNHO\�WR�EH�WUXH�DV�D�JURXS�EHFRPHV�ODUJHU��� $QRWKHU�IRUP�RI�RSSRUWXQLVWLF�FRVW�FDQ�DULVH�ZKHQ�D�PHPEHU �RI�D�JURXS�LV�JLYHQ�DXWKRULW\�WR�DFW�IRU�WKH�JURXS�DV�D�ZKROH���,I�JURXS�PHPEHUV�DJUHH�RQ�WKH�SUHIHUUHG�JHQHUDO�GLUHFWLRQ�RI�SROLF\�FKDQJH��EXW�GLIIHU�LQ�WKH�GHWDLOV��WKRVH�VHOHFWHG�WR�DFW�IRU�WKH�JURXS�PD\�KDYH�WKH�RSSRUWXQLW\�WR�SUHVV�IRU�SROLFLHV�WKDW� FRUUHVSRQG�WR�WKHLU�SHUVRQDO�SUHIHUHQFHV�UDWKHU�WKDQ�IRU�WKH�JURXS�FRQVHQVXV�DJUHHPHQW���)RU�H[DPSOH��LQ�D�FRDOLWLRQ�JRYHUQPHQW��D�PLQLVWHU�PD\�LPSOHPHQW�D�SROLF\�WKDW�VWUD\V�IURP�WKH�FRDOLWLRQDO�DJUHHPHQW���0RUHRYHU��WKLV�SROLF\�PD\�EH�LUUHYHUVLEOH���,Q�D GLYHUVH�FRDOLWLRQ��VRPH�PHPEHUV�ZLOO�SUHIHU�WKH�SROLF\�DV�LPSOHPHQWHG�WR�WKH�RULJLQDO�SROLF\�DJUHHPHQW���7KH\�PD\�KDYH�VXIILFLHQW�VXSSRUW�IURP�JURXSV�WKDW�DUH�QRW�D�SDUW�RI�WKH�JRYHUQLQJ�FRDOLWLRQ���,Q�WKLV�SRVLWLRQ��WKH\�FDQ�HIIHFWLYHO\�EORFN�DQ�DWWHPSW� WR�UHVWRUH�WKH�RULJLQDO�DJUHHPHQW�RU�WKUHDWHQ�WR�EULQJ�GRZQ�D�JRYHUQPHQW�LI�WKH�LPSOHPHQWHG�SROLF\�LV�VXEVWDQWLDOO\�DOWHUHG� �� 7KH�OLNHO\�PDJQLWXGH�RI�GLIIHUHQFHV�EHWZHHQ�LPSOHPHQWHG�DQG�DJUHHG�SROLFLHV�LV�JUHDWHU�LI�JURXSV�DUH�PRUH�KHWHURJHQHRXV��� 7KH�HFRQRPLF�WKHRU\�RI�RUJDQL]DWLRQ�SRVLWV�WKDW�JURXSV�ZLOO�EHFRPH�PRELOL]HG�SROLWLFDOO\�LI�WKH�EHQHILWV�RI�RUJDQL]DWLRQ�H[FHHG�WKH�FRVWV�IRU�ERWK�WKH�JURXS�DQG�WKH�LQGLYLGXDO�PHPEHUV���7KH�QDWXUH�RI�RUJDQL]DWLRQDO�FRVWV�IDYRUV�KRPRJHQHRXV�JURXSV�WKDW�DUH�DOUHDG\�RUJDQL]HG�IRU�DQRWKHU�SXUSRVH�DQG��GHSHQGLQJ�RQ�WKH�PDJQLWXGH�RI�WKH�IL[HG�FRVW�RI�SDUWLFLSDWLRQ��VPDOOHU�JURXSV�WKDW�DUH�OHVV�VXVFHSWLEOH�WR�IUHH�ULGLQJ��,Q�RWKHU�ZRUGV��LI�D�JURXS�IDFHV�D�KLJK�DYHUDJH�FRVW�RI�RUJDQL]DWLRQ��LW�PXVW�DOVR�H[SHFW�D�ODUJH�
�� )RU�IXUWKHU�HODERUDWLRQ�RI�WKLV�DUJXPHQW��ZLWK�DSSOLFDWLRQV�WR�8�6��HQYLURQPHQWDO�SROLF\��VHH�0DWKHZ�'��0F&XEELQV��5RJHU�*��1ROO��DQG�%DUU\�5��:HLQJDVW���6WUXFWXUH�DQG�3URFHVV��3ROLWLFV�DQG�3ROLF\���$GPLQLVWUDWLYH�$UUDQJHPHQWV�DQG�WKH�3ROLWLFDO�&RQWURO�RI�$JHQFLHV���9LUJLQLD�/DZ�5HYLHZ��� ������������������
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SHU�FDSLWD�EHQHILW�IURP�EHFRPLQJ�RUJDQL]HG���7KXV�ODUJH��KHWHURJHQHRXV�JURXSV�ZLWK�D�YHU\�ODUJH�DJJUHJDWH�LQWHUHVW�EXW�D�YHU\�VPDOO�SHU�FDSLWD�LQWHUHVW�ZLOO�WHQG�QRW�WR�EH�PRELOL]HG�SROLWLFDOO\���$V�D�UH VXOW��VSHFLDO�LQWHUHVWV��� VPDOO�JURXSV�RI�SHRSOH�ZKR�VKDUH�DQ�LQWHQVH��LI�QDUURZ��LQWHUHVW��� ZLOO�EH�EHWWHU�UHSUHVHQWHG�LQ�SROLF\�SURFHVVHV�WKDW�LQYROYH�WKHLU�FRPPRQ�LQWHUHVW���0RUHRYHU��WKH�H[WHQW�WR�ZKLFK�SROLF\�ZLOO�EH�UHVSRQVLYH�WR�WKHVH�ZHOO�RUJDQL]HG�LQWHUHVWV�ZLOO�GHSHQG�RQ�KRZ�SROLF\�LVVXHV�DUH�IUDPHG�DQG�GHFLGHG���6SHFLILFDOO\��LI�SROLF\�PDNLQJ�LV�IUDJPHQWHG�LQWR�D�ORQJ�VHTXHQFH�RI�LQGHSHQGHQWO\�PDGH��KLJKO\�VSHFLDOL]HG�GHFLVLRQV��HDFK�SROLF\�GHFLVLRQ�LV�OLNHO\�WR�EH�KHDYLO\�LQIOXHQFHG�E\�WKH�ELD V�LQ�HIIHFWLYH�SROLWLFDO�RUJDQL]DWLRQ���7KH�UHDVRQ�LV�WKDW�DV�LVVXHV�EHFRPH�QDUURZHU�DQG�PRUH�VSHFLDOL]HG��IHZHU�RUJDQL]DWLRQV�DUH�OLNHO\�WR�KDYH�EHFRPH�PRELOL]HG�WR�SDUWLFLSDWH�LQ�WKH�SURFHVV� �� 7KHVH�SULQFLSOHV�RI�SROLWLFDO�RUJDQL]DWLRQ�DQG�SROLF\�UHVSRQVLYHQHVV�KDYH�WUDQVSDUHQW�DSSOLFDWLRQ�WR�ERWK�WUDGH�DQG�UHJXODWLRQ���,Q�WKH�FDVH�RI�WUDGH�SROLF\��RXWFRPHV�FDQ�EH�H[SHFWHG�WR�GHSHQG�RQ�SUHFLVHO\�KRZ�WUDGH�LVVXHV�DUH�IUDPHG��� 3ULRU�WR�WKH�HUD�RI�WUDGH�OLEHUDOL]DWLRQ��WUDGH�SROLF\�ZDV�GHFLGHG�SULPDULO\�RQ WKH�EDVLV�RI�GRPHVWLF�VWDWXWHV�LQ�ZKLFK�WDULIIV�DQG�TXRWDV�ZHUH�FRQVLGHUHG�RQ�D�FRPPRGLW\�E\�FRPPRGLW\�EDVLV���,Q�VXFK�D�SURFHVV��D�ZHOO�RUJDQL]HG�LQGXVWULDO�LQWHUHVW�LV�OLNHO\�WR�SDUWLFLSDWH�ZKHQ�WUDGH�RSHQQHVV�LV�GLVFXVVHG�ZLWK�UHVSHFW�WR�LWV�LQGXVWU\��DQG�SHUKDSV�ZKHQ�SROLF\�FRQFHUQLQJ�DQ�LPSRUWDQW�LQSXW�LV�RQ�WKH�WDEOH��EXW�QRW�WR�SDUWLFLSDWH�RWKHUZLVH���7KLV�W\SH�RI�SURFHVV�ELDVHV�RYHUDOO�WUDGH�SROLF\�LQ�WKH�GLUHFWLRQ�RI�SURWHFWLRQLVP��HVSHFLDOO\�IRU�FRQVXPHU�JRRGV�DQG�IRU�LQWHUPHGLDWH�JRRGV�WKDW�DUH� QRW�D�VLJQLILFDQW�FRPSRQHQW�RI�WRWDO�FRVWV�IRU�DQ\�LQGXVWU\���,Q�WKH�HUD�RI�IUHHU�WUDGH��WKH�SROLF\�SURFHVV�KDV�EHHQ�PXFK�GLIIHUHQW��IRFXVLQJ�LQVWHDG�RQ�EURDG�QHJRWLDWLRQV��IUHTXHQWO\�PXOWLODWHUDO�LQ�FKDUDFWHU��WKDW�VHHN�DFURVV�WKH�ERDUG�UHGXFWLRQV�LQ�WUDGH�EDUULHUV�DQG�ZKLFK�DUH�WKHQ�SUHVHQWHG�DV�D�FRPSOHWH�SDFNDJH��WR�EH�DGRSWHG�RU�UHMHFWHG�DV�D�ZKROH��WR�WKH�SURVSHFWLYH�SDUWQHUV�WR�WKH�DJUHHPHQW���,Q�WKLV�SURFHVV��WKH�SDUWLFXODULVWLF�VSHFLDO�LQWHUHVWV�RI�RQH�FRXQWU\�DUH�EDODQFHG�DJDLQVW�WKRVH�RI�DQRWKHU� :LWKLQ�HDFK�QDWLRQ��HOHYDWLQJ�WKH�SROLF\�GHEDWH�WR�WKH�OHYHO�RI�WUDGH�SROLF\�LQ�JHQHUDO��UDWKHU�WKDQ�WR�D�VHTXHQFH�RI�VSHFLILF�WDULIIV�DQG�TXRWDV��XQGHUPLQHV�WKH�LQIOXHQFH�RI�HDFK�VSHFLDO�LQWHUHVW�WR�REWDLQ�VSHFLDO�SURWHFWLRQ� �� ,Q�RQH�VHQVH��WKH�FKDQJH�LQ�WKH�PHWKRGV�RI�PDNLQJ�WUDGH�SROLF\�UHSUHVHQWV�D��ORVV�RI�VRYHUHLJQW\��LQ�D�YHU\�OLPLWHG�VHQVH���RQH�NH\�WR�PDNLQJ�IUHH�WUDGH�SRVVLEOH�ZDV�WR�UHVWUXFWXUH�WKH�SROLF\ �PDNLQJ�SURFHVV�WR�UHGXFH�WKH�LQIOXHQFH�RI�GRPHVWLF�VSHFLDO�LQWHUHVWV��SDUWO\�E\�HQIUDQFKLV LQJ�IRUHLJQ�LQWHUHVWV�LQ�WKH�SROLF\�SURFHVV���<HW�LQ�D�EURDGHU�VHQVH��WKLV�FKDQJH�LV�QRW�D�ORVV�RI�VRYHUHLJQW\��EXW�D�PHDQV�IRU�RYHUFRPLQJ�D�
�� )RU�D�PRUH�WKRURXJK�GLVFXVVLRQ�RI�WKH�GHSHQGHQFH�RI�WUDGH�RXWFRPHV�RQ�WKH�ZD\�WUDGH�SROLF\�LV�IRUPXODWHG��VHH�-XGLWK�*ROGVWHLQ���,QWHUQDWLRQDO�,QVWLWXWLRQV�DQG�'RPHVWLF�3ROLWLFV���&HQWHU�IRU�(FRQRPLF�3ROLF\�5HVHDUFK��6WDQIRUG�8QLYHUVLW\��6HSWHPEHU�������
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V\VWHPDWLF�ELDV�LQ�GRPHVWLF�SROLF\�IRUPDWLRQ���,Q�WKLV�ZD\�IRUHLJQHUV�KDYH�HFRQRPLF�LQWHUHVWV�WKDW�KDUPRQL]H�ZLWK�XQGHUUHSUHVHQWHG�GRPHVWLF�JURXSV��� QDPHO\��ODUJH�JURXSV�ZLWK�D�VPDOO�SHU�FDSLWD�VWDNH��EXW�ODUJH�WRWDO�VWDNH��LQ�WKH�HIILFLHQF\�EHQHILWV�RI�IUHHU�WUDGH��� $�SDUDOOHO�DUJXPHQW�DSSOLHV�WR�UHJXODWRU\�SROLF\�PDNLQJ���)RU�WKH�PRVW�SDUW��UHJXODWRU\�SROLF\�LV�LPSOHPHQWHG�WKURXJK�D�YHU\�ODUJH�QXPEHU�RI�LQGHSHQGHQWO\�PDGH��QDUURZ�GHFLVLRQV���7\SLFDOO\��VHFWRUDO�PLQLVWULHV�DUH�DVVLJQHG�UHVSRQVLELOLW\�IRU�D�IHZ�LQGXVWULHV��DQG�WKHVH�PLQLVWULHV�DUH�IXUWKHU�GLYLGHG�LQWR�LQGXVWU\�VSHFLILF�EXUHDXV�DQG��LQ�PDQ\�FDVHV��VWDWH�RZQHG�PRQRSROLHV���7KLV�PHFKDQLVP�VWDFNV�WKH�GHFN�LQ�IDYRU�RI�WKH�VXSSO\�VLGH�RI�HDFK�UHJXODWHG�LQGXVWU\��IRU�UDUHO\�ZLOO�DQ\�RWKHU�HFRQRPLF�LQWHUHVW�KDYH�D�ODUJH�HQRXJK�VWDNH�LQ�HDFK�UHJXODWRU\�GHFLVLRQ�WR�DWWHPSW�WR�LQIOXHQFH�LW���$V�D�UHVXOW��UHJXODWRU \�SROLF\�KDV�D�V\VWHPDWLF�WHQGHQF\�WR�IDYRU�UHJXODWHG�LQWHUHVWV���WR�SURWHFW�WKHP�IURP�FRPSHWLWLRQ��WR�DOORZ�ILUPV�WR�FKDUJH�VXSHU�FRPSHWLWLYH�SULFHV�DQG�WR�SD\�VXSHU�FRPSHWLWLYH�ZDJHV��DQG�WR�LQVXODWH�WKHP�IURP�WHFKQRORJLFDO�FKDQJHV�WKDW�DUH�VRFLDOO\�EHQHILFLDO�EXW�WKDW�ZRXOG�KDUP�VRPH�SDUWLFLSDQWV�LQ�WKH�UHJXODWHG�LQGXVWU\��� $�VOLJKWO\�PRUH�JHQHUDO�IRUP�RI�WKH�VDPH�SUREOHP�DULVHV�ZKHQ�RQH�LQWHUHVW�WKDW�LV�DQWDJRQLVWLF�WR�WKH�UHJXODWHG�LQGXVWU\�LV�UHSUHVHQWHG��EXW�WKH�UHVW�DUH�QRW���)RU�H[DPSOH��RQH�LPSRUW DQW�FXVWRPHU�JURXS�PD\�KDYH�D�ODUJH�VWDNH�LQ�WKH�UHJXODWHG�LQGXVWU\��DQG�VR�SDUWLFLSDWH�LQ�LWV�UHJXODWRU\�SURFHVV���7KH�UHVXOW�LV�WKHQ�OLNHO\�WR�EH�FURVV�VXEVLGL]DWLRQ���WKH�RUJDQL]HG�FXVWRPHU�JURXS�ZLOO�HQMR\�SULFHV�WKDW�DUH�EHORZ�FRVW��ZKLOH�RWKHU�FXVWRPHUV�ZLOO�EH�IRUFHG�WR�SD\�KLJKHU�SULFHV�WR�RIIVHW�WKH�ORVVHV�LQFXUUHG�LQ�VHUYLQJ�WKH�IDYRUHG�JURXS���$QRWKHU�H[DPSOH�DULVHV�LQ�WKH�FRQWH[W�RI�VRPH�SURGXFW��ZRUN�SODFH��DQG�HQYLURQPHQWDO�UHJXODWLRQ��LQ�ZKLFK�DUGHQW�VXSSRUWHUV�RI�VWULQJHQW�UHJXODWLRQ�DQG�WKH�UHSUHVHQWDWLYHV�RI�WKH�UHJXODWHG�LQGXVWU\�DUH�UHSUHVHQWHG��EXW�WKH�FRQVXPHUV�RI�WKH�UHJXODWHG�SURGXFW�DUH�QRW���7KH�UHVXOW�IURP�WKLV�HQYLURQPHQW�LV�UHJXODWLRQV�ZLWK�PRUH�FRVWV�WKDQ�EHQHILWV��EXW�WKDW�UHGXFH�FRPSHWLWLRQ�DPRQJ�SURGXFHUV���7KLV�LV�DFKLHYHG�E \�DSSO\LQJ�HYHQ�PRUH�VWULQJHQW�VWDQGDUGV�RQ�QHZ�SURGXFWV�DQG�ILUPV�WKDQ�WKRVH�DSSOLHG�WR�HVWDEOLVKHG�EXVLQHVVHV��DQG�E\�XVLQJ�UHJXODWLRQ�WR�DVVLVW�SURGXFHUV�LQ�IRUPLQJ�D�FDUWHO��IRU�H[DPSOH�E\�OLPLWLQJ�WKHLU�DJJUHJDWH�SURGXFWLRQ� �� -X[WDSRVLQJ�WKH�DFFRXQW�RI�WUDGH�DQG�UHJXODWRU\�SROLF\�PDNLQJ�SURYLGHV�DQ�DGGLWLRQDO�LPSRUWDQW�LQVLJKW���7KH�GLVFXVVLRQ�RI�WUDGH�SROLF\�LV�QRW�EDVHG�RQ�WKH�QRWLRQ�WKDW�IUHH�WUDGH�DURVH�EHFDXVH�LWV�HFRQRPLF�DWWUDFWLYHQHVV�VRPHKRZ�EHFDPH�VXEVWDQWLDOO\�VWURQJHU��� DOWKRXJK�VXFK�D�FKDQJH�PD\�ZHOO�KDYH�RFFXUUHG��DW�OHDVW�LQ�WKH�SHUFHSWLRQV�RI�FLWL]HQV�DQG�UHOHYDQW�SROLWLFDO�DFWRUV���,W�LQVWHDG�IRFXVHG�RQ�KRZ�FKDQJHV�LQ�WKH�WUDGH�SROLF\�PDNLQJ�SURFHVV�SURGXFH�GLIIHUHQW�RXWFRPHV���7KH�SURWHFWLRQLVW�GHVLUHV�RI�VSHFLILF�LQGXVWULDO�LQWHUHVWV�GLG�QRW�QHFHVVDULO\�YDQLVK��EXW�D�QHZ�SURFHVV�UHGXFHG�WKHLU�LQIOXHQFH� �
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,I�WKLV�DFFRXQW�LV�HYHQ�SDUWO\�WUXH��UHJXODWRU\�SROLF\�DV�SUDFWLFHG� �� ZLWK�LWV�H[FHVVLYH�UHVSRQVLYHQHVV�WR�QDUURZ�VSHFLDO�LQWHUHVWV��� LV�OLNHO\�WR�UHIOHFW�WKH�VDPH�SURWHFWLRQLVW�LQIOXHQFHV�WKDW�PRWLYDWHG�WUDGH�SROLF\�EHIRUH�WKH�PRYHPHQW�WRZDUGV�IUHH�WUDGH���,Q�SDUWLFXODU��LI�ILUPV�VHH�UHJXODWLRQ�DV�D�PHDQV�WR�SURWHFW�WKHPVHOYHV�IURP�LQWHUQDWLRQDO�FRPSHWLWLRQ��WKH\�DUH�OLNHO\�WR�IDYRU�UHJXODWLRQV�WKDW�FUHDWH�LQGLUHFW�WUDGH�EDUULHUV���7KH�W\SLFDO�UHJXODWRU\�SURFHVV�KDV�QR�QDWXUDO�PHFKDQLVP�WR�SUHYHQW�WKLV�RXWFRPH���+HQFH��LI�D�UHJXODWLRQ�FUHDWHV�DQ�LQGLUHFW�WUDGH�EDUULHU��WKH�UHJXODWRU\�SURFHVV�LV�OLNHO\�WR�YLHZ�WKLV�HIIHFW�DV�D�EHQHILW��QRW�D�FRVW���,Q�DQ\�FDVH��UHJXODWLRQ�ZLOO�SUREDEO\�HYHQ�VDFULILFH�WKH�SXWDWLYH�SXUSRVH�RI�UHJXODWLRQ�ZKLFK�LV�WR�DFKLHYH�JUHDWHU�SURWHFWLRQ���7KLV�IHDWXUH�RI�UHJXODWLRQ�ERRVWV�WKH�LPSXOVH�WR�LQFRUSRUDWH�UHJXODWRU\�SROLF\�LQWR�LQWHUQDWLRQDO�DJUHHPHQWV���([LVWLQJ�PHFKDQLVPV�IRU�QHJRWLDWLQJ�WUDGH�DJUHHPHQWV �ZHUH�VSHFLILFDOO\�GHVLJQHG�WR�QHXWUDOL]H�WKH�YHU\�VSHFLDO�LQWHUHVW�ELDVHV�WKDW�DUH�OLNHO\�WR�LQIOXHQFH�VSHFLILF�UHJXODWLRQV� �
����,OOXVWUDWLRQV�DQG�([DPSOHV�
7KH�QRWLRQ�WKDW�GRPHVWLF�UHJXODWLRQV�IUHTXHQWO\�DUH�DGRSWHG�H[SOLFLWO\�IRU�WKH�SXUSRVH�RI�FUHDWLQJ� LQGLUHFW�WUDGH�EDUULHUV�PD\�VHHP�KRSHOHVVO\�F\QLFDO��EXW�XQIRUWXQDWHO\�LW�LV�VXSSRUWHG�E\�D�ODUJH�QXPEHU�RI�H[DPSOHV� �
%LF\FOH�6DIHW\�7KH�8QLWHG�6WDWHV�&RQVXPHU�3URGXFW�6DIHW\�&RPPLVVLRQ�ZDV�FUHDWHG�LQ�������DQG�DPRQJ�LWV�ILUVW�DFWLRQV�ZDV�WR�DGRSW�VDIHW\�VWDQGDUGV�IRU�ELF\FOH�EUDNHV���7KH�EDVLV�IRU�ZULWLQJ�VXFK�D�VWDQGDUG�ZDV�HQWLUHO\�UDWLRQDO�LQ�WKDW�PDQ\�GHDWKV�DQG�LQMXULHV�RFFXUUHG�ZKLOH�ULGLQJ�ELF\FOHV��DQG�DQ�LPSRUWDQW�FDXVH�RI�WKHVH�DFFLGHQWV�ZDV�EUDNH�IDLOXUH���%\�VWDWXWH��WKH�&RPPLVVLRQ�ZDV�UHTXLUHG�WR�VHHN�SURSRVDOV�IURP�LQGXVWU\�RQ�KRZ�WR�DWWDFN�WKLV�SUREOHP��DQG�VR�WKH�WUDGH�DVVRFLDWLRQ�IRU�$PHULFDQ�ELF\FOH�PDQXIDFWXUHUV�VXEPLWWHG�HODERUDWH�GHVLJQ�VWDQGDUGV�IRU�ELF\FOH�EUDNHV���)RFXVLQJ�VROHO\�RQ�WKH�HIIHFWLYHQHVV�RI�WKH�SURSRVHG�EUDNLQJ�V\VWHP��WKH�&RPPLVVLRQ�DGRSWHG�WKH�VWDQGDUG���6KRUWO\�WKHUHDIWHU��WKH�&RPPLVVLRQ�GLVFRYHUHG�WKDW�WKH�VWDQGDUGV�KDG�EHHQ�GHVLJQHG�QRW�MXVW�WR�PDNH�EUDNHV�PRUH�HIIHFWLYH��EXW�WR�PDNH�IRUHLJQ�ELF\FOHV�LOOHJDO���7KH�VWDQGDUGV�KDG�EHHQ�ZULWWHQ�ZLWK�YHU\�SUHFLVH�PHDVXUHPHQWV�DQG�WROHUDQFHV�H[SUHVVHG�LQ�WKH�(QJOLVK�V\VWHP��LQFKHV���ZKHUHDV�IRUHLJQ�PDQXIDFWXUHUV�EXLOW�ELF\FOH�FRPSRQHQWV�RQ�WKH�EDVLV�RI�WKH�PHWULF�V\VWHP��$OWKRXJK�PRVW�(XURSHDQ�ELF\FOHV�ZHUH�DW�OHDVW�DV�VDIH�DV�$PHULFDQ�PRGHOV��WKH�VSHFLILF�IRUP�RI�WKH�UHJXO DWLRQ�SUHYHQWHG�WKHP�IURP�EHLQJ�VROG�LQ�WKH�8QLWHG�6WDWHV���5HZULWLQJ�WKH�UHJXODWLRQV�WR�XQGR�WKH�GDPDJH�WRRN�VHYHUDO�PRQWKV��GXULQJ�ZKLFK�WLPH�WKH�$PHULFDQ�PDQXIDFWXUHUV�HQMR\HG�WKH�EHQHILWV�RI�D�ELF\FOH�VFDUFLW\� ��
&DVVLV�GH�'LMRQ�
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&DVVLV�GH�'LMRQ�LV�DQ�DOFRKROLF�EHYHUDJH�PDGH�IURP�FXUUHQWV�LQ�WKH�%XUJXQG\�UHJLRQ�RI�)UDQFH���7KH�FUHDWLRQ�RI�WKH�(XURSHDQ�&RPPRQ�0DUNHW�HOLPLQDWHG�GLUHFW�WUDGH�EDUULHUV�WR�FURVV �ERUGHU�VDOHV�RI�DOFRKROLF�EHYHUDJHV���7KHVH�ZHUH�H[WHQVLYH�EDUULHUV�VLQFH�PRVW�PHPEHUV�SUHYLRXVO\�VR XJKW�WR�SURWHFW�WKHLU�RZQ�EHHU��ZLQH��DQG�KDUG�OLTXRU�LQGXVWULHV���,Q�DGGLWLRQ��DOFRKROLF�EHYHUDJHV�DUH�UHODWLYHO\�LQWHQVHO\�UHJXODWHG�HYHU\ZKHUH���$PRQJ�RWKHU�WKLQJV��UHJXODWLRQV�IUHTXHQWO\�LQFOXGH�ODEHOLQJ�UHTXLUHPHQWV�DERXW�RULJLQ�DQG�FRQWHQW���*HUPDQ\��LQ�SDUWLFXODU��KDG�FRQWHQW�DQG�ODEHOLQJ�UHVWULFWLRQV�UHJDUGLQJ�OLTXHXUV�ZKLFK�SHUPLWWHG�WKH�VDOH�RI�*HUPDQ�EHYHUDJHV��VXFK�DV�IODYRUHG�6FKQDSSV��EXW�QRW�)UHQFK���7KH�*HUPDQV�VWHDGIDVWO\�GHIHQGHG�WKHVH�UHJXODWLRQV�DV�SURWHFWLQJ�FRQVXPHUV��EXW�WKH�&RPPLVVLRQ�RI�(XURSH�DQG�WKH�(XURSHDQ�&RXUW�ERWK�UXOHG�WKDW�WKH\�KDG�QR�UDWLRQDO�EDVLV�EHFDXVH�WKHUH�ZHUH�RQO\�PLQRU�GLIIHUHQFHV�LQ�WKH�DOFRKROLF�FRQWHQW�RI�WKH�SURGXFWV��
*HUPDQ�%RWWOHV�$QRWKHU�VHULHV�RI�(XURSHDQ�FDVHV�DURVH�IURP�WKH�UHF\FOLQJ�UHJXODWLRQV�RI�YDULRXV�PHPEHU�FRXQWULHV��WKH�PRVW�LQWHUHVWLQJ�RI�ZKLFK�GHDOW�ZLWK�WKH�*HUPDQ�UHTXLUHPHQWV���7KH�ULVH�RI�HQYLURQPHQWDOLVP�WKURXJKRXW�WKH�DGYDQFHG�LQGXVWULDOL]HG�ZRUOG�OHG�YLUWXDOO\�DOO�RI�WKHVH�FRXQWULHV�WR�DGRSW�UXOHV�WKDW�HQFRXUDJHG�UHF\FOLQJ���,Q�*HUPDQ\��WKH�UHJXODWLRQV�UHTXLUHG�HDFK�PDQXIDFWXUHU�RI�D�ERWWOHG�EHYHUDJH�VROG�LQ�*HUPDQ\�WR�GHYHORS�D�UHF\FOLQJ�QHWZRUN�IRU�LWV�ERWWOHV���7KH�PDQXIDFWXUHU�FRXOG�QRW�GHOHJDWH�WKLV�UHVSRQVLE LOLW\�WR�RWKHUV��EXW�KDG�WR�HVWDEOLVK�FHQWHUV�IRU�FROOHFWLQJ�ERWWOHV�DQG�WKHQ�DUUDQJLQJ�IRU�WKHLU�UHXVH��2I�FRXUVH��*HUPDQ�PDQXIDFWXUHUV�W\SLFDOO\�HQMR\HG�PXFK�ODUJHU�VDOHV�LQ�*HUPDQ\��DQG�VR�FRXOG�FDSWXUH�VFDOH�HFRQRPLHV�LQ�FROOHFWLQJ�ERWWOHV���%XW�ILUPV�ZLWK�VPDOO�VDOHV��PRVW�RI�ZKLFK�ZHUH�IRUHLJQ��ZHUH�HIIHFWLYHO\�H[FOXGHG�IURP�WKH�PDUNHW�EHFDXVH�RI�WKH�KLJK�FRVW�SHU�ERWWOH�RI�HVWDEOLVKLQJ�D�UHF\FOLQJ�V\VWHP�LQ�*HUPDQ\���$JDLQ��*HUPDQ\�GHIHQGHG�WKLV�SROLF\�RQ�WKH�EDVLV�RI�HQYLURQPHQWDO�SURWHFWLRQ�DQG�FRQVHUYDWLRQ��EXW�WKH�&RXUW�RI�(XURSH�GHFLGHG�WKDW�WKH�SURKLELWLRQ�DJDLQVW�SRROHG�RU�FRQWUDFW�UHF\FOLQJ�V\VWHPV�KDG�QR�UDWLRQDOH�RWKHU�WKDQ�WR�SURWHFW�*HUPDQ�LQGXVWU\�DJDLQVW�IRUHLJQ�FRPSHWLWLRQ��
&DQDGLDQ�5HG�5DVSEHUULHV�$�SURYLVLRQ�RI�WKH�&DQDGLDQ�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW�ZDV�VLPLODU�WR�WKH�(XURSHDQ�&RPPRQ�0DUNHW�SURYLVLRQ�SURKLELWLQJ�WKH�XVH�RI�UHJXODWLRQ�DV�DQ�LQGLUHFW�WUDGH�EDUULHU���7KLV�SURYLVLRQ�ZDV�HQIRUFHG�E\�DQ�HQWLW\�FDOOHG�WKH�%LODWHUDO�&RPPLVVLRQ��ZKLFK�ZDV�VXEVHTXHQWO\�UHSODFHG�E\�WKH�7ULODW HUDO�&RPPLVVLRQ�ZKHQ�WKH�WZR�FRXQWULHV�DGPLWWHG�0H[LFR�WR�WKHLU�IUHH�WUDGH�UHJLRQ�XQGHU�WKH�1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW���$PRQJ�WKH�ILUVW�FDVHV�GHFLGHG�E\�WKH�%LODWHUDO�&RPPLVVLRQ�ZDV�D�FRPSODLQW�E\�&DQDGLDQ�
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IDUPHUV�WKDW�WKHLU�UDVSEHUULHV�KDG�EHHQ�H[FOXGHG�IURP�WKH�86�PDUNHW���7KH�VRXUFH�RI�WKH�FRPSODLQW�ZDV�DQ�$PHULFDQ�UHJXODWLRQ�UHTXLULQJ�WKDW�UDVSEHUULHV�VDWLVI\�D�FRORU�VWDQGDUG�WR�EH�VROG�DV�IUHVK�SURGXFWV�DW�UHWDLO���&DQDGLDQ�UDVSEHUULHV�DUH�QRW�DV�UHG�DV�WKH�$PHULFDQ�SURGXFW���7KH�8QLWHG�6WDWH V�GHIHQGHG�WKH�UHJXODWLRQ�DV�D�FRQVXPHU�SURWHFWLRQ�PHDVXUH��SUHVXPDEO\�SURWHFWLQJ�DJDLQVW�WKH�FRQVXPSWLRQ�RI�LQVXIILFLHQWO\�FRORUIXO�EHUULHV���7KH�DUJXPHQWV�DJDLQVW�WKH�86�SRVLWLRQ�ZHUH�WKDW��ILUVW��WKHUH�ZDV�QR�FRUUHODWLRQ�EHWZHHQ�FRORU�DQG�IRRG�YDOXH��WDVWH��RU�KHDOWKIXOQHVV��DQG�VHFRQG��WKH�FRORU�RI�D�UDVSEHUU\�ZDV�REYLRXV�LQ�WKH�SDFNDJLQJ�DW�WKH�SRLQW�RI�VDOH��VR�FXVWRPHUV�ZKR�SUHIHUUHG�UHGGHU�UDVSEHUULHV�FRXOG�HDVLO\�VHOHFW�DQ�$PHULFDQ�YDULHW\���7KH�%LODWHUDO�&RPPLVVLRQ�DJUHHG��ILQGLQJ�WKDW�WKH�VROH�SXUSRVH�RI�WKLV�UHJXODWLRQ�ZDV�WR�SURWHFW�$PHULFDQ�UDVSEHUULHV�DJDLQVW�IRUHLJQ�FRPSHWLWLRQ��
9HQH]XHODQ�*DVROLQH�7KH�8UXJXD\�5RXQG�RI�WKH�*HQHUDO�$JUHHPHQW�RQ�7UDGH�DQG�7DULIIV��*$77��FRQWDLQHG�QHZ�SURYLVLRQV�DJDLQVW�LQGLUHFW�UHJXODWRU\�WUDGH�EDUULHUV��DQG�FUHDWHG�WKH�QHZ�:RUOG�7UDGH�2UJDQL]DWLRQ��:72��WR�HQIRUFH�WKLV�DJUHHPHQW���7KH�YHU\�ILUVW�:72�FDVH�LQYROYHG�86�UHJXODWLRQV�FRQFHUQLQJ�WKH�FKHPLFDO�FRPSRVLWLRQ�RI�JDVROLQH�IRU�PRWRU�YHKLFOHV���7KH�&OHDQ�$LU�$FW�RI������PDQGDWHG�WKH�XVH�RI�VR �FDOOHG�UHIRUPXODWHG�JDVROLQH��� D�QHZ�YHUVLRQ�RI�PRWRU�IXHO�WKDW�OHG�WR�VXEVWDQWLDOO\�ORZHU�H[KDXVW�HPLVVLRQV���%XW�WKH�QHZ�UHJXODWLRQV�GLG�QRW�VLPSO\�HVWDEOLVK�D�FRPPRQ�VWDQGDUG�IRU�JDVROLQH���,QVWHDG��WKH\�UHTXLUHG�WKDW�HDFK�UHILQHU�LPSURYH�LWV�JDVROLQH�E\�WKH�VDPH�DPRXQW���7KH�GHVLUHG�HIIHFW�RI�WKLV�UHJXODWLRQ�ZDV�WR�SUHYHQW�LPSRVLQJ�H[WUHPHO\�ODUJH�LPSURYHPHQWV��DQG��WKHUHIRUH��DW\SLFDOO\�ODUJH�FRVWV��RQ�FHUWDLQ�VPDOO��LQGHSHQGHQW�UHILQHUV�WKDW�SURGXFHG�HVSHFLDOO\�GLUW\�IXHOV���2I�FRXUVH��WKH�UHIRUPXODWHG�JDVROLQH�UXOHV �ZHUH�WR�EH�DSSOLHG�WR�LPSRUWHG�IXHO�DV�ZHOO��LQFOXGLQJ�JDVROLQH�PDQXIDFWXUHG�LQ�9HQH]XHOD��ZKLFK�KDV�D�VLJQLILFDQW�PDUNHW�VKDUH�LQ�WKH�HDVWHUQ�8QLWHG�6WDWHV���%XW�UDWKHU�WKDQ�LPSRVH�WKH�VDPH�LPSURYHPHQW�UXOH�RQ�LPSRUWV��WKH�8QLWHG�6WDWHV�LQVLVWHG�WKDW�9HQH]XHODQ�IXHO�DFKLHYH�WKH�DYHUDJH�HPLVVLRQ�UHGXFWLRQ�IRU�DOO�86�JDVROLQH���%HFDXVH�9HQH]XHODQ�JDVROLQH�ZDV�GLUWLHU�WKDQ�WKH�DYHUDJH�DPRQJ�$PHULFDQ�UHILQHUV��WKH�HIIHFW�RI�WKLV�UXOH�ZDV�WR�LPSRVH�JUHDWHU�LPSURYHPHQW�DQG�KLJKHU�FRVWV�RQ�9HQH]XHODQ�UHILQHULHV� WKDQ�ZHUH�LPSRVHG�RQ�8�6��SURGXFHUV���7KH�:72�UXOHG�WKDW�WKLV�YLRODWHG�WKH�*$77�E\�QRW�DFFRUGLQJ�QDWLRQDO�WUHDWPHQW�WR�9HQH]XHODQ�SURGXFWV��� (DFK�RI�WKHVH�ILYH�FDVHV�LOOXVWUDWHV�WKH�DUJXPHQWV�DERXW�WKH�SURWHFWLRQLVW�ELDV�LQ�UHJXODWLRQ���(DFK�DOVR�LOOXVWUDWHV�DQ�LPSRUWDQW�DVSHFW�RI�WKH�ORVV�RI�VRYHUHLJQW\�DUJXPHQW�DJDLQVW�LQWHUQDWLRQDOL]LQJ�UHJXODWRU\�UHIRUP���,Q�HYHU\�FDVH��UHJXODWLRQ�SURGXFHG�SROLFLHV�WKDW�FRQIOLFWHG�ZLWK�WKH�WUDGH�SROLFLHV�LQ�WKH�VDPH�QDWLRQ���,Q�HVVHQFH��LQ�HDFK�FRXQWU\�UHJXODWRU\�SROLF\�PDNHUV�ZHUH�DW�RGGV�ZLWK�WUDGH�SROLF\�PDNHUV�ZLWKLQ�WKH�VDPH�
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JRYHUQPHQW��UHIOHFWLQJ�WKH�GLIIHUHQFHV�LQ�KRZ�WKHVH�WZR�SROLFLHV�DUH�IRUPXODWHG���7KHVH�FDVHV�GR�QRW�UHIOHFW�DQ\�IXQGDPHQWDO�FRQIOLFW�DPRQJ�SROLF\�REMHFWLYHV��IRU�LQ�HDFK�FDVH�WKH�UHJXODWLRQ�LQ� TXHVWLRQ�SURWHFWHG�D�GRPHVWLF�LQGXVWU\�IURP�IRUHLJQ�FRPSHWLWLRQ�ZLWKRXW�PDNLQJ�DQ\�FRQWULEXWLRQ�DW�DOO�WR�WKH�VWDWHG�REMHFWLYH�RI�WKH�UHJXODWRU\�SROLF\���,QVWHDG��UHJXODWRUV��ZKHWKHU�LQWHQWLRQDOO\�RU�LQDGYHUWHQWO\��ZURWH�UXOHV�WKDW�WUXPSHG�WKH�DJUHHPHQWV�UHDFKHG�E\�WKHLU�FROOHDJXHV�LQ�WUDGH�WUHDWLHV��
����,QGLUHFW�7UDGH�%DUULHUV�DV�%\SURGXFWV�RI�%DG�5HJXODWLRQ�
7KH�SUHFHGLQJ�H[DPSOHV�UHSUHVHQW�H[WUHPH�FDVHV�LQ�ZKLFK�QR�FRQIOLFW�RI�YDOXHV�DULVHV�DQG�VR�D�GLVWRUWLQJ�UHJXODWLRQ�LV�EODWDQWO\�SURWHFWLRQLVW���,Q�RWKHU�FDVHV�UHJXODWLRQ�PD\�FUHDWH�DQ�LQGLUHFW�WUDGH�EDUULHU��EXW�PRUH�DV�D�E\SURGXFW�RI�DQ�LQHIILFLHQW�RU�LGLRV\QFUDWLF�SROLF\�FKRLFH� �� ,Q�VRPH�FDVHV�UHJXODWLRQV�WKDW�DSSHDU�WR�D�WUDGLQJ�SDUWQHU�DV�EODWDQWO\�SURWHFWLRQLVW�PD\�DFWXDOO\�UHIOHFW�YDOXH�FRQIOLFWV�EHWZHHQ�QDWLRQV���6RPH�H[DPSOHV�DUH�EDQQLQJ�DOO�%ULWLVK�EHHI�E\�RWKHU�(XURSHDQ�8QLRQ�FRXQWULHV�LQ�WKH�ZDNH�RI�WKH��0DG�&RZ�'LVHDVH��HSLGHPLF��EDQQLQJ�$PHULFDQ�EHHI�LQ�(XURSH�EHFDXVH�86�UDQFKHUV�XVH�JURZWK�KRUPRQHV��DQG�EDQQLQJ�WXQD�LQ�WKH�8QLWHG�6WDWHV�WKDW�LV�LPSRUWHG�IURP�FRXQWULHV�WKDW�GR�QRW�XVH��GROSKLQ�VDIH��ILVKLQJ�PHWKRGV���,Q�HDFK�FDVH��WKH�SULQFLSOHV�RI�QDWLRQDO�WUHDWPHQW�DQG�PXWXDO�UHFRJQLWLRQ�FRPH�LQWR�FRQIOLFW�ZLWK�UHJXODWLRQV�WKDW�DUH�VSHFLILFDOO\�DLPHG�DW�D�VDIHW\�REMHFWLYH�WKDW�LV�FRQWURYHUVLDO���,Q�WKHVH�FDVHV��WKH�KHDUW�RI�WKH�LVVXH�ZDV�ZKHWKHU�D�QDWLRQ�YLRODWHV�LWV�WUDGH�DJUHHPHQWV�E\�SXUVXLQJ�SROLFLHV�WKDW�DUH�LGLRV\QFUDWLF��VXFK�DV�WKH�GHVLUH�WR�DYRLG�NLOOLQJ�D�VSHFLHV�WKDW�LV�QRW�HQGDQJHUHG��DV�LV�WKH�FDVH�RI�GROSKLQV��RU�ZKLFK�SURWHFW�DJDLQVW�D�VPDOO�RU�QRQH[LVWHQW�ULVN��WKDW�DOO�%ULWLVK�EHHI�ULVNV�FDXVLQJ�KDUP�WR�FRQVXPHUV��DQG�WKDW�EHHI�UDLVHG�RQ�JURZWK�KRUPRQHV�LPSRVHV�ULVNV�RQ�FRQVXPHUV�� �� $QRWKHU�FDWHJRU\�RI�UHJXODWRU\�WUDGH�EDUULHUV�LV�VLPSO\�HFRQRPLFDOO\�FRVWO\�UHJXODWLRQV�WKDW� UHIOHFW�D�UDWLRQDOL]DEOH�SXUSRVH�EXW�LPSRVH�FRVWV�RQ�ERWK�WKH�GRPHVWLF�HFRQRP\�DQG�LQWHUQDWLRQDO�WUDGH���)RU�H[DPSOH��D�VWDWH�RZQHG�HQWHUSULVH��62(��RSHUDWLQJ�ZLWK�D�VWDWXWRU\�PRQRSRO\�IUDQFKLVH�LV�OLNHO\�WR�SULFH�LQHIILFLHQWO\��WR�XQGHUVXSSO\�WKH�PDUNHW�LQ�ERWK�TXDQWLW\�DQG�TXDOLW\��WR�XVH�SROLWLFL]HG�QRQ�SULFH�PHWKRGV�WR�DOORFDWH�VXSSO\��DQG�WR�RSHUDWH�ZLWK�VRIW�EXGJHW�FRQVWUDLQWV�DQG�VXEVWDQWLDO�SXEOLF�VXEVLGLHV� �� $Q�LQHIILFLHQW�62(�GLVWRUWV�WUDGH�LQ�WKUHH�ZD\V��� )LUVW��62(V�FDQ�SUHYHQW�GLVIDYRUHG�GRPHVWLF�XVHU�LQGXVWULHV�IURP�EHLQJ�DEOH�WR�FRPSHWH�LQWHUQDWLRQDOO\�E\�SURYLGLQJ�SRRU��KLJKO\�SULFHG�LQSXWV��DQG�FDQ�HQDEOH�IDYRUHG�XVHU�LQGXVWULHV�WKDW�DUH�RWKHUZLVH�LQHIILFLHQW�
�� 6HH�$KPHG�*DODO��/HUR\�-RQHV��3DQNDM�7DQGRQ��DQG�,QJR�9RJHOVDQJ��:HOIDUH�&RQVHTXHQFHV�RI�6HOOLQJ�3XEOLF�(QWHUSULVHV��1HZ�<RUN�� � 2[IRUG�8QLYHUVLW\� 3UHVV�� ������ DQG�:RUOG�%DQN��%XUHDXFUDWV� LQ� %XVLQHVV�� � 7KH� (FRQRPLFV� DQG�3ROLWLFV� RI�*RYHUQPHQW�2ZQHUVKLS��1HZ�<RUN���2[IRUG�8QLYHUVLW\�3UHVV��������
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WR�EH�VXFFHVVIXO�LQWHUQDWLRQDOO\�E\�FURVV�VXEVLGL]LQJ�WKHLU�LQSXWV���+RZHYHU��LQ�WKH�ODWWHU�FDVH�WKH�IDYRUHG�LQGXVWU\�PD\�H[SHULHQFH�D�3\UUKLF�YLFWRU\��IRU�LPSRUWLQJ�QDWLRQV�PD\�GHWHFW�WKH�VXEVLG\�DQG�LPSRVH�FRXQWHUYDLOLQJ�GXWLHV��� 6HFRQG��62(V�FDQ�LQKLELW�HIILFLHQW�LQWHUQDWLRQDO�YHUWLFDO�LQWHJUDWLRQ�WKDW�LQYROYHV�LPSRUWLQJ�XQILQLVKHG�SURGXFWV�DQG�LQSXWV�IRU�GRPHVWLF�LQGXVWULHV���&RRUGLQDWLRQ�RI�YHUWLFDOO\�LQWHJUDWHG�SURGXFWLRQ�UHTXLUHV�HIILFLHQW�FRPPXQLFDWLRQV�DQG�WUDQVSRUWDWLRQ�VHUYLFHV��DQG�FRPSDWLEOH�VWDQGDUGV�DPRQJ�LQ WHUQDWLRQDO�DQG�GRPHVWLF�LQSXWV�WR�WKH�EDFN�HQG�RI�WKH�SURGXFWLRQ�SURFHVV���,Q�HDFK�FDVH��D�GRPHVWLF�62(�PD\�EH�VXIILFLHQWO\�LQHIILFLHQW�LQ�SURGXFWLRQ�DQG�LGLRV\QFUDWLF�LQ�SURGXFW�GHVLJQ�WKDW�LWV�SURGXFWV�FDQ�QRW�EH�HIILFLHQWO\�FRPELQHG�ZLWK�LPSRUWHG�LQSXWV��� 7KLUG��WKH�HQWU\�FRQWUROV�DQG�HYHQ�SURKLELWLRQV�WKDW�SURWHFW�62(V�REYLRXVO\�LQKLELW�HQWU\�WKURXJK�IRUHLJQ�GLUHFW�LQYHVWPHQW���,Q�DGGLWLRQ��VWULFW�LQWHUSUHWDWLRQ�RI�VWDWXWHV�WKDW�SUHYHQW�HQWU\�FDQ�SUHYHQW�LQWHJUDWLRQ�E\�HLWKHU�IRUHLJQ�ILUPV�RU�GRPHVWLF�LPSRUWHUV�LQWR�DFWLYLWLHV�WKDW�VXEVWLWXWH�IRU�62(V�SULYDWHO\�ZLWKLQ�WKH�ILUP���)RU�H[DPSOH��VWDWXWRU\�PRQRSROLHV�LQ�WHOHFRPPXQLFDWLRQV�IUHTXHQWO\�DUH�LQWHUSUHWHG�WR�SURKLELW�SULYDWH�QHWZRUNV�DV�ZHOO�DV�SXEOLF�FRPPXQLFDWLRQV�VHUYLFHV��� :KHUHDV�WKHVH�SROLFLHV�GLVWRUW�WUDGH��LQ�PRVW�FDVHV�WKH�WUDGH�SROLF\�DVSHFW�RI�WKH�SROLF\�LV�PRUH�D�E\SURGXFW�RI�D�ODUJHU�GLVWRUWLRQ�WKDQ�D�FRQVFLRXVO\�GHVLJQHG�LQGLUHFW�WUDGH�EDUULHU���([FHSW�LQ�WKH�FDVH�RI�EODWDQW�VXEVLGLHV��WKHVH�SROLFLHV�DUH�QRW�OLNHO\�WR�EH�YXOQHUDEOH�WR� DWWDFN�WKURXJK�LQWHUQDWLRQDO�WUDGH�UHTXLUHPHQWV�UHJDUGLQJ�QDWLRQDO�WUHDWPHQW�EHFDXVH�WKH�UHOHYDQW�UHJXODWLRQV�WUHDW�QDWLRQDO�ILUPV�HTXDOO\�XQIDLUO\�DQG�LQHIILFLHQWO\��
����$SSOLFDWLRQV�WR�(J\SW�
2QO\�UHFHQWO\�KDV�(J\SW�VWDUWHG�GRZQ�WKH�SDWK�RI�WUDGH�OLEHUDOL]DWLRQ���'LUHFW�WUDGH�EDUULHUV��WDULIIV��TXRWDV��RXWULJKW�H[FOXVLRQV��ZHUH�YHU\�KLJK�GXULQJ�WKH�ORQJ�HUD�RI�VWDWH�OHG�GHYHORSPHQW���$OWKRXJK�WUDGH�EDUULHUV�DUH�QRZ�EHLQJ�UHGXFHG��WKH\�UHPDLQ�KLJK�FRPSDUHG�WR�HLWKHU�DGYDQFHG�LQGXVWULDOL]HG�QDWLRQV�RU�WKH�UD SLGO\�JURZLQJ�GHYHORSLQJ�HFRQRPLHV�LQ�$VLD�DQG�/DWLQ�$PHULFD��� &RQVHTXHQWO\��LQ�WKH�YDVW�PDMRULW\�RI�FDVHV��WUDGH�GLVWRUWLQJ�GRPHVWLF�UHJXODWLRQV�LQ�(J\SW�VKRXOG�QRW�EH�LQWHUSUHWHG�DV�PRWLYDWHG�SULPDULO\�E\�WKH�GHVLUH�WR�HUHFW�DQ�LQGLUHFW�WUDGH�EDUULHU��� ,Q�D�VRFLHW\�WKDW�DOUHDG\�KDV�KLJK�GLUHFW�WUDGH�EDUULHUV��DGGLWLRQDO�LQGLUHFW�
�� )RU� PRUH� GHWDLOV� DERXW� (J\SWLDQ� WUDGH� SROLF\�� VHH� -HIIUH\� 6DFKV�� �$FKLHYLQJ� 5DSLG� *URZWK�� � 7KH� 5RDG� $KHDG� IRU� (J\SW���'LVWLQJXLVKHG�/HFWXUH�6HULHV����(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV���������� 'HIHQGHUV�RI�H[LVWLQJ�SROLFLHV�VRPHWLPHV�UDLVH�WKH�VSHFWHU�RI�IRUHLJQ�LQIOXHQFH�DV�D�WKUHDW�VKRXOG�SROLF\�E\�UHOD[HG��DV��IRU�H[DPSOH��ZLWK�UHVSHFW�WR�WKH�SUHVHQW�V\VWHP�RI�QDWLRQDOL]HG�PRQRSRO\�SRUWV�LQ�(J\SW����6HH��'HUHJXODWLRQ�RI�WKH�(J\SWLDQ�(FRQRP\���2SWLRQV�
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WUDGH�EDUULHUV�DUH�QRW�QHFHVVDU\���2I�FRXUVH��WKLV�VLWXDWLRQ�LV�OLNHO\�WR�FKDQJH�DV�GLUHFW�WUDGH�EDUULHUV�IDOO��IRU�WKH�VDPH�UHDVRQV�WKDW�LQ�DGYDQFHG�LQGXVWULDOL]HG�FRXQWULHV�UHJXODWLRQ�ZDV�PRUH�SURQH�WR�EH�XVHG�IRU�SURWHFWLRQLVW�SXUSRVHV�DIWHU�IUHH�WUDGH�DJUHHPHQWV�ZHUH�LPSOHPHQWHG���%XW�IRU�WKH�PRVW�SDUW��WKH�WUDGH �GLVWRUWLQJ�UHJXODWLRQV�QRZ�LQ�SODFH�LQ�(J\SW�DUH�VLPSO\�KROGRYHUV�IURP�DQ�HUD�LQ�ZKLFK�PDUNHW�SURFHVVHV�ZHUH�LQ�GLVIDYRU�DV�D�PHDQV�IRU�DFKLHYLQJ�HFRQRPLF�GHYHORSPHQW���7KLV�VHFWLRQ�SURYLGHV�D�IHZ�H[DPSOHV�RI�LQWHUQDWLRQDO�EXVLQHVV�RSSRUWXQLWLHV�WKDW�DUH�LQKLELWHG�E\�H[LVWLQJ�SROLFLHV� �
$JULFXOWXUDO�SURGXFWV�8QWLO�WKH�����V��(J\SW�SXUVXHG�D�IRUP�RI�LQWHUYHQWLRQLVW�DJULFXOWXUDO�SROLF\�WKDW�LV�FRPPRQ�DPRQJ�GHYHORSLQJ�FRXQWULHV��HVSHFLDOO\�LQ�$IULFD��� 7KH�HIIHFW��DQG�OLNHO\�SXUSRVH��RI�WKHVH�SROLFLHV�ZDV�WR�VXEVLGL]H�FRQVXPSWLRQ��HVSHFLDOO\�LQ�XUEDQ�FHQWHUV���7KH�FULWLFDO�IHDWXUHV�RI�WKLV�SROLF\�ZHUH���SULFH�FHLOLQJV�RQ�SULFHV�SDLG�WR�IDUPHUV���GLUHFW�FRQWUROV�RI�FURSSLQJ�GHFLVLRQV�WKURXJK�DUHD�FURS�FRQWUROV�DQG�PDUNHWLQJ�TXRWDV���D�JRYHUQPHQW�PRQRSRO\�LQ�GLVWULEXWLRQ�RI�PRVW�DJULFXOWXUDO�SURGXFWV�LQ�ZKLFK�IDUPHUV�ZHUH�UHTXLUHG�WR�VHOO�DOO�RU�PRVW�RXWSXW�H[FOXVLYHO\�WKURXJK�D�JRYHUQPHQW�PDUNHWLQJ�DJHQF\��� DQG�VXEVLGL]HG�LQSXWV�VXFK�DV�ZDWHU��VHHGV��IHUWLOL]HU��DQG�FUHGLW��RIWHQ�SURYLGHG�WKURXJK�62(V�ZLWK�SROLWLFDO�FRQWURO�RYHU�WKH�DOORFDWLRQ�RI�WKHVH�LQSXWV���7KHVH�SROLFLHV�KDG�VXEVWDQWLDO�WUDGH�GLVWRUWLQJ�HIIHFWV���2QH�FRQVHTXHQFH�ZDV�WKDW�WKH�UHJXODWRU\�V\VWHP�FRQWULEXWHG�WR�GRPHVWLF�VKRUWDJHV�LQ�DJULFXOWXUDO�SURGXFWV�WKDW�JDYH�ULVH�WR�LQFUHDVHG�LPSRUW�GHPDQG���7KH�JHQHUDO�SROLF\�RI�VXSSUHVVLQJ�SULFHV��FRQWUROOLQJ�FURSSLQJ�GHFLVLRQV��DQG�DOORFDWLQJ�LQSXWV�VXEVWDQWLDOO\�ZHDNHQHG�WKH�LQFHQWLYH�IRU�HIILFLHQF\�LQ�SURGXFWLRQ���0RUHRYHU��WD[LQJ�DJULFXOWXUH�WR�VXEVLGL]H�FLWLHV�HQFRXUDJHG�UXUDO�XUEDQ�PLJUDWLRQ��WKHUHE\�IXUWKHU�UHGXFLQJ�DJULFXOWXUDO�RXWSXW���,Q�DGGLWLRQ��WKH�UHODWLYH�RXWSXWV�RI�GLIIHUHQW�DJULFXOWXUDO�SURGXFWV�GLVWRUWHG�SURGXFWLRQ�ZLWKLQ�WKH�DJULFXOWXUDO�V HFWRU��FDXVLQJ�VSHFLILF�VKRUWDJHV�LQ�FURSV�WKDW�ZHUH�LPSOLFLWO\�GLVIDYRUHG�E\�WKH�UHJXODWRU\�V\VWHP� �� $QRWKHU�FRQVHTXHQFH�ZDV�WKDW�WKH�V\VWHP�VDFULILFHG�RSSRUWXQLWLHV�IRU�SURILWDEOH�H[SRUWV�WKDW�PLJKW�KDYH�EHHQ�SUHVHQW�IRU�VRPH�FRPPRGLWLHV���7KH�VWDWH�PRQRSRO\�PDUNHWLQJ�V\VWHP�XQGHUVWDQGDEO\�ZDV�SULPDULO\�RULHQWHG�WRZDUG�VHUYLQJ�GRPHVWLF�FRQVXPHUV��UDWKHU�WKDQ�PD[LPL]LQJ�WKH�LQFRPH�GHULYHG�IURP�DJULFXOWXUH�
IRU� ,QFUHDVLQJ�(J\SW
V�&RPSHWLWLYHQHVV� LQ�0DULWLPH�3RUW�6HUYLFHV���5HSRUW�RQ�&RQIHUHQFH�3URFHHGLQJV��0LQLVWU\�RI�(FRQRP\�DQG�,QWHUQDWLRQDO�&RRSHUDWLRQ��2FWREHU���������%HFDXVH�SRUW�UHJXODWLRQV�JR�IDU�EH\RQG�SUHYHQWLQJ�HQWU\�E\�IRUHLJQHUV��SURWHFWLRQLVP�LV�QRW�D�SODXVLEOH�H[SODQDWLRQ�IRU�SRUW�SROLFLHV���� )RU�DQ�H[FHOOHQW�DQDO\VLV�RI�WKH�SROLWLFDO�FDXVHV�DQG�HFRQRPLF�FRQVHTXHQFHV�RI�WKHVH�SROLFLHV�WKURXJKRXW�$IULFD��VHH�5REHUW�%DWHV��0DUNHWV�DQG�6WDWHV�LQ�7URSLFDO�$IULFD��%HUNHOH\���8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV���������� )RU�PRUH�GHWDLOV��VHH�5RQDOG�,��0F.LQQRQ���/HVVRQV�RQ�6HTXHQFLQJ�)LQDQFLDO�5HIRUPV�LQ�$JULFXOWXUH���$�3HUVSHFWLYH�RQ�(J\SW���:RUNLQJ�3DSHU��'HSDUWPHQW�RI�(FRQRPLFV��6WDQIRUG�8QLYHUVLW\��-XO\�������
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E\�SURPRWLQJ�H[SRUWV���%XW�SUREDEO\�RI�JUHDWHU�VLJQLILFDQFH�ZDV�WKDW�HQWUHSUHQHXULDO�IDUPHUV�DQG�PDUNH WHUV�ZKR�PLJKW�ZDQW�WR�SXUVXH�SURILWDEOH�LQWHUQDWLRQDO�PDUNHW�RSSRUWXQLWLHV�ZHUH�SUHFOXGHG�IURP�GRLQJ�VR�E\�VWDWH�PDQGDWHG�DFUHDJH�FRQWUROV��PDUNHWLQJ�TXRWDV��DQG�SULFH�FHLOLQJV� �� $OWKRXJK�WKH�UHJXODWRU\�V\VWHP�IRU�DJULFXOWXUH�LV�EHLQJ�UHIRUPHG��HYHQ�FRPSO HWH�UHIRUP�VWLOO�ZRXOG�OHDYH�DJULFXOWXUH�VXEMHFW�WR�RWKHU�GLVWRUWLQJ�SROLFLHV���$JULFXOWXUH�LV�VWURQJO\�LQIOXHQFHG�E\�GRPHVWLF�WUDQVSRUWDWLRQ�UHJXODWLRQ�EHFDXVH�DJULFXOWXUDO�SURGXFWV�IUHTXHQWO\�KDYH�UHODWLYHO\�ORZ�YDOXH�SHU�XQLW�ZHLJKW��DQG�KHQFH�KLJK�WUDQVSRUWDWLRQ�FRVWV�DV�D�IUDFWLRQ�RI�GHOLYHUHG�SULFH����:LWK�UHVSHFW�WR�WUDGH�LQ�DJULFXOWXUDO�SURGXFWV��WKH�PRVW�VLJQLILFDQW�WUDQVSRUWDWLRQ�SROLF\�LV�WKH�RSHUDWLRQ�RI�WKH�SRUW�VHUYLFHV�V\VWHP� �� (J\SW�KDV�D�QDWXUDO�DGYDQWDJH�LQ�VRPH�DJULFXOWXUDO�SURGXFWV���,WV�DOO�\HDU�JURZLQJ�FOLPDWH�DQG�VKRUW�GLVWDQFH�WR�(XURSH�FUHDWH�DQ�DWWUDFWLYH�PDUNHW�IRU�RII �VHDVRQ�IUXLWV�DQG�YHJHWDEOHV���0RUHRYHU��LWV�SURSLQTXLW\�WR�RLO�ULFK�EXW�VRLO�SRRU�0LGGOH�(DVWHUQ�QDWLRQV�SURYLGHV�VWLOO�DQRWKHU�SRWHQWLDOO\�DWWUDFWLYH�PDUNHW���%XW�PDQ\�RI�WKH�SURGXFWV�WKDW�PLJKW�EH�VROG�LQ�WKHVH�UHJLRQV�DUH�KLJKO\�SHULVKDEOH��VR�WKDW�WUDQVVKLSPHQW�VHUYLFHV�WKDW�DUH�VXEMHFW�WR�ORQJ�GHOD\V�DQG�URXJK�KDQGOLQJ�LQKLELW�H[SRUW��UHJDUGOHVV�RI�WKH�UHODWLYH�HIILFLHQF\�RI�(J\SWLDQ�DJULFXOWXUH���$OWKRXJK�SRUW�FKDUJHV�LQ�(J\SW�DUH�KLJK��WKH�ORZ�TXDOLW\�RI�VHUYLFH�LV�SUREDEO\�DQ�HYHQ�PRUH�LPSRUWDQW�EDUULHU�WR�WUDGH�LQ�SHULVKDEOH�SURGXFWV� �� (J\SWLDQ�DJULFXOWXUH�IDFHV�VWLOO�DQRWKHU�WUDGH�EDUULHU�LQ�WKH�IRUP�RI�WKH�DJULFXOWXUDO�SROLFLHV�RI�WKH�(XURSHDQ�8QLRQ��� ZKLFK�LV�H[WUHPHO\�SURWHFWLYH�RI�(XURSHDQ�DJULFXOWXUH��$JULFXOWXUDO�LPSRUWV�DUH�JHQHUDOO\�SHUPLWWHG�LI�WKH\�GR�QRW�FRPSHWH�ZLWK�(XURSHDQ�SURGXFWV��VXFK�DV�RII �VHDVRQ�LPSRUWV�IURP�WURSLFDO�RU�6RXWKHUQ�+HPLVSKHUH�FRXQWULHV�RU�FURSV�WKDW�DUH�QRW�JURZQ�H[WHQVLYHO\�LQ�(XURSH���$QG�HYHQ�LQ�WKHVH�FDVHV��LPSRUW�TXRWDV�DUH�FRPPRQ���&RQVHTXHQWO\��WKH�DJUHHPHQWV�WKDW�WKH�(XURSHDQ�8QLRQ�KDV�RIIHUHG�WR�0HGLWHUUDQHDQ�FRXQWULHV�GR�QRW�SHUPLW�VXEVWDQWLDO�H[SDQVLRQ�RI�DJULFXOWXUDO�H[SRUWV�WR�(XURSH��� (8�DJULFXOWXUDO�SROLFLHV�KDYH�D�SHUYHUVH�HIIHFW�RQ�WKH�GRPHVWLF�SROLWLFV�RI�UHJXODWRU\�SROLF\�LQ�(J\SW���%HFDXVH�WKH�(XURSHDQ�8QLRQ�LQKLELWV�H[SRUWV�RI�DJULFXOWXUDO�SURGXFWV�IURP�(J\SW��LW�FDXVHV�IDUPHUV�WR�KDYH�D�ORZHU�VWDNH�LQ�UHJXODWRU\�UHIRUP�LQ�WKH�SRUW�DQG�WUDQVSRUWDWLRQ�VHFWRU��ZKLFK�LQ�WXUQ�FDXVHV�WKH�GRPHVWLF�SROLWLFDO�SUHVVXUH�IRU�UHIRUP�LQ�WKHVH�VHFWRUV�WR�EH�OHVV�WKDQ�ZRXOG�EH�WKH�FDVH�LI�WKH�(8�PDUNHWV�ZHUH�RSHQHG���7KLV�H[DPSOH�LOOXVWUDWHV�DQRWKHU�OLQNDJH�EHWZHHQ�WUDGH�DQG�UHJXODWRU\�SROLF\���6KRXOG�(J\SW�VXFFHVVIXOO\�QHJRWLDWH�D�PRUH�OLEHUDO�(8�SROLF\�UHJDUGLQJ�DJULFXOWXUDO�SURGXFWV��WKH�SROLWLFDO�IHDVLELOLW\�RI�
�� )RU�PRUH�GHWDLOV��VHH�0RKLHOGLQ��RS��FLW�
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UHIRUPLQJ�WKH�SRUW�V\VWHP�ZRXOG�LQFUHDVH�EHFDXVH�DQ�LPSRUWDQW�HFRQRPLF�LQWHUHVW�ZRXOG�SHUFHLYH�D�JUHDWHU�VWDNH�LQ�WKLV�SROLF\��
&RQVXPHU�JRRGV�(J\SW�LV�ZHOO�SRVLWLRQHG�WR�HQMR\�VXEVWDQWLDO�LQWHUQDWLRQDO�VXFFHVV�LQ�VHYHUDO�FRQVXPHU�SURGXFWV���)LUVW��WKH�H[WUHPHO\�KLJK�TXDOLW\�RI�(J\SWLDQ�ORQJ�VWDSOH�DQG�YHU\�ORQJ�VWDSOH�FRWWRQ�PDNHV�(J\SW�D�QDWXUDO�ORFDWLRQ�IRU�FRWWRQ�WH[WLOH�DQG�FORWKLQJ�PDQXIDFWXULQJ���0DQ\�GHYHORSLQJ�FRXQWULHV��QRWDEO\�,QGLD�DQG�0H[LFR��KDYH�VXFFHVVIXO�WH[WLOH�DQG�FORWKLQJ�PDQXIDFWXULQJ��VR�WKDW�IXUWKHU�GHYHORSPHQW�RI�WKHVH�LQGXVWULHV�LQ�(J\SW�LV�D�UHDOLVWLF�RSSRUWXQLW\���6HFRQG��WKH�ULFK��XQLTXH�FXOWXUH�DQG�KLVWRU\�RI�(J\SW�SURYLGH�DQ�RSSRUWXQLW\�IRU�FUHDWLQJ�D�QLFKH�LQ�OX[XU\�FRQVXPHU�JRRGV�VXFK�DV�DUW��MHZHOU\��SRWWHU\��DQG�JODVVZDUH� �� $V�ZLWK�WH[WLOHV��PDQ\�GHYHORSLQJ�FRXQWULHV�LQ�$VLD�DQG�/DWLQ�$PHULFD�KDYH�FUHDWHG�ERRPLQJ�OX[XU\�JRRGV�LQGXVWULHV�WKDW�DUH�GHULYHG�IURP�WKHLU�XQLTXH�FXOWXUDO�KHULWDJH��� /X[XU\�FRQVXPHU�JRRGV�FDQ�EH�PDUNHWHG�LQ�IRUHLJQ�FRXQWULHV�WKURXJK�WZR�FKDQQHOV���GLUHFW�VDOHV� WR�FRQVXPHUV�WKURXJK�GLUHFW�PDLO�FDWDORJV�DQG�WHOH�VKRSSLQJ��DQG�ZKROHVDOH�GLVWULEXWLRQ�WR�UHWDLOHUV���,Q�ERWK�FDVHV��VXFFHVVIXO�PDUNHWLQJ�LV�JUHDWO\�IDFLOLWDWHG�E\�LQH[SHQVLYH��KLJK�TXDOLW\�FRPPXQLFDWLRQV�DQG�WUDQVSRUWDWLRQ��� ,Q�DGYDQFHG�LQGXVWULDOL]HG�QDWLRQV��GLUHFW�PDUNHWLQJ�WR�FRQVXPHUV�LV�D�UDSLGO\�JURZLQJ�LQGXVWU\��HVSHFLDOO\�LQ�WKH�8QLWHG�6WDWHV���,Q�WKH�����V��FDWDORJ�VDOHV�JUHZ�GUDPDWLFDOO\��DQG�LQ�WKH�����V��XVDJH�RI�WKH�,QWHUQHW�WR�PDUNHW�FRQVXPHU�SURGXFWV�KDV�VN\URFNHWHG���7KHVH�PDUNHWLQJ�PHWKRGV�DUH�DWWUDFWLYH�EHFDXVH�WKH\�DYRLG�WKH�HQWLUH�ZKROHVDOH�DQG�GLVWULEXWLRQ�V\VWHP��DOORZLQJ�PDQXIDFWXUHUV�WR�FKDUJH�IXOO�UHWDLO�SULFHV�WKURXJK�GLUHFW�VDOHV�UDWKHU�WKDQ�WR�SULFH�LQ�D�PDQQHU�WKDW�SHUPLWV�DGHTXDWH�PDUN�XSV�WR�D�VHTXHQFH�RI�LQWHUPHGLDULHV���7KH�XQH[SORLWHG�RSSRUWXQLW\�KHUH�LV�IRU�(J\SWLDQ�FRPSDQLHV��HLWKHU�PDQXIDFWXUHUV�RU�UHVHOOHUV�VXFK�DV�WKH�VKRS�DW�WKH�1DWLRQDO�0XVHXP�LQ�&DLUR��WR�GLVWULEXWH�FDWDORJV�RU��PRUH�SODXVLEO\��WR�HVWDEOLVK�D�ZHE�VLWH�IRU�WKH�SXUSRVH�RI�PDUNHWLQJ�OX[XU\�JRRGV�GLUHFWO\�WR�IRUHLJQ�FRQVXPHUV��� 8QIRUWXQDWHO\��DW�HDFK�VWDJH�RI�WKH�GLUHFW�PDUNHWLQJ�SURFHVV��DQ�(J\SWLDQ�FRPSDQ\�LV�OLNHO\�WR�IDFH�VLJQLILFDQW�LQGLUHFW�WUDGH�EDUULHUV��� )LUVW��D�ZHE�VLWH�ZLOO�ZRUN�DV�D�PHDQV�RI�PDUNHWLQJ�SURGXFWV�RQO\�LI�
�� (J\SW
V�PDMRU�WRXULVW�DWWUDFWLRQV�DUH�UHPDUNDEO\�GHYRLG�RI�FRQVXPHU�SURGXFWV�LQ�FRPSDULVRQ�WR�PXVHXPV�DQG�RWKHU�WRXULVP�VLWHV�HOVHZKHUH�LQ�WKH�ZRUOG���7KH�XQGHUGHYHORSHG�VWDWH�RI�WKHVH�LQGXVWULHV��DV�UHYHDOHG�LQ�WKH�VSDUWDQ�RIIHULQJV�DW�WKH�VKRSV�LQ�DQG�DURXQG�WKH�1DWLRQDO�0XVHXP��WKH�YDULRXV�WHPSOHV�DQG�RWKHU�DQFLHQW�VWUXFWXUHV�LQ�WKH�XSSHU�1LOH�UHJLRQ��DQG�WKH�WRPEV�DW�/X[RU��LV�VRPHWKLQJ�RI�D�SX]]OH���,Q�DQ\�FDVH��WKHVH�SURGXFWV�PD\�UHSUHVHQW�DQ�DWWUDFWLYH�EXVLQHVV�RSSRUWXQLW\��HVSHFLDOO\�LI�SURGXFHUV�FDQ�DFKLHYH�JUHDWHU�VFDOH�E\�VHOOLQJ�WKHVH�SURGXFWV�LQ�IRUHLJQ�FRXQWULHV�DV�ZHOO�DV�WR�YLVLWLQJ�WRXULVWV���� )RU�D�PRUH�WKRURXJK�WUHDWPHQW�RI�WKHVH�EDUULHUV��VHH�1ROO���,QWHUQDWLRQDOL]LQJ�5HJXODWRU\�5HIRUP���RS��FLW��
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KLJK�TXDOLW\��ORZ�FRVW�WHOHFRPPXQLFDWLRQV�FRQQHFWLRQV�DUH�DYDLODEOH���&DWDORJ�VDOHV�UHTXLUH�VRPH�PHDQV�RI�SODFLQJ�RUGHUV���,QWHUQDWLRQDO�PDLO�GHOLYHU\�LV�QRWRULRXVO\�VORZ��DQG�LQ�(J\SW�HYHQWXDO�GHOLYHU\�LV�DOVR�XQFHUWDLQ���+HQFH�VXEVWDQWLDO�FDWDORJ�VDOHV�DUH�OLNHO\�WR�EH�IHDVLEOH�RQO\�LI�FXVWRPHUV�FDQ�SODFH�RUGHUV�E\�WHOHSKRQH��IDFVLPLOH��RU�HOHFWURQLF�PDLO���+HQFH�WKH�ILUVW�EDUULHU�WR�,QWH UQHW�PDUNHWLQJ�IURP�(J\SW�LV�WKH�UHODWLYH�LQHIILFLHQF\�RI�WKH�(J\SWLDQ�WHOHSKRQH�V\VWHP��� 2QFH�WKH�RUGHU�LV�SODFHG��D�VHFRQG�UHTXLUHPHQW�LV�WR�DUUDQJH�IRU�LQWHUQDWLRQDO�WUDQVDFWLRQV���)RU�DQ�LQWHUQDWLRQDO�GLUHFW�PDUNHWHU��WUDQVDFWLRQV�UHTXLUH�WKH�LQWHUPHGLDWLRQ�RI�D�EDQN�WR�DFFHSW�GHSRVLWV�LQ�IRUHLJQ�FXUUHQFLHV�DQG�XQGHUWDNH�FXUUHQF\�H[FKDQJH���,QGHHG��GLUHFW�PDUNHW�UHWDLOHUV�DUH�OLNHO\�WR�UHTXLUH�DGGLWLRQDO�EDQNLQJ�VHUYLFHV��QRWDEO\�VKRUW�WHUP�ORDQV�WR�EXLOG�LQYHQWRULHV�SULRU�WR�VDOH���+HQFH�LQHIILFLHQW�EDQNLQJ��DV�UHIOHFWHG�LQ�KLJK�LQWHUHVW�UDWHV��KLJK�FXUUHQF\�H[FKDQJH�IHHV��DQG�SROLWLFDOO\�PRWLYDWHG�FUHGLW�DOORFDWLRQ��W\SLFDOO\�IDYRULQJ�62(V�DW�WKH�H[SHQVH�RI�VPDOO�EXVLQHVV��FUHDWHV�DQRWKHU�LQGLUHFW�WUDGH�EDUULHU� ��$IWHU�SD\PHQW�LV�DUUDQJHG��WKH�QH[W�UHTXLUHPHQW�LV�IDVW��LQH[SHQVLYH�GHOLYHU\���)RU�LQWHUQDWLRQDO�FXVWRPHUV��WKH�PRGH�RI�FKRLFH�LV�OLNHO\�WR�EH�DLU�IUHLJKW�SDFNDJH�GHOLYHU\�VHUYLFHV���KRZHYHU��LQ�PRVW�FRXQWULHV�H[SUHVV�SDFNDJH�GHOLYHU\�KDV�EHHQ�JUHDWO\�LQKLELWHG�E\�UHJXODWLRQV�WKDW�VHHN�WR�SURWHFW�WKH�SRVWDO�V\VWHP
V�SDUFHO�VKLSSLQJ�VHUYLFH���+HUH�DQ�(J\SWLDQ�GLUHFW�PDLO�UHWDLOHU�IDFHV�ERWK�LQWHUQDO�DQG�H[WHUQDO�LQGLUHFW�WUDGH�EDUULHUV��IRU�HYHQ�LI�(J\SW�ZHUH�WR�RSHQ�SDFNDJH�GHOLYHU\�WR�XQUHVWUDLQHG�FRPSHWLWLRQ��EDUULHUV�ZRXOG�UHPDLQ�LQ�DOPRVW�DOO�QDWLRQV���$Q�LPSRUWDQW�H[FHSWLRQ�LV�WKH�8QLWHG�6WDWHV���,I�(J\SW�RSHQHG�LWV�GRPHVWLF�H[SUHVV�PDLO�V\VWHP�WR�VXFK�FRPSDQLHV�DV�)HGHUDO�([SUHVV�DQG�836��WKH�FKDUJHV�IRU�VK LSSLQJ�VPDOO�SDFNDJHV�WR�WKH�8QLWHG�6WDWHV�SODXVLEO\�FRXOG�IDOO�WR�OHYHOV�WKDW�PDGH�GLUHFW�PDUNHWLQJ�IHDVLEOH�LQ�WKH�8QLWHG�6WDWHV���8QIRUWXQDWHO\��LQ�WKH�PXFK�QHDUHU�DQG�SRWHQWLDOO\�PRUH�DFFHVVLEOH�(XURSHDQ�PDUNHW��UHJXODWLRQ�KDV�PDGH�H[SUHVV�SDUFHO�GHOLYHU\�VHUYLFH�SURKLELWLYHO\�H[SHQVLYH���)RU�H[DPSOH��VKLSSLQJ�D�VHYHQ�SRXQG�SDFNDJH�E\�DLU�H[SUHVV�IURP�3DULV�WR�)UDQNIRUW��DERXW�����PLOHV��LV�URXJKO\�IRXU�WLPHV�DV�H[SHQVLYH�DV�VKLSSLQJ�WKH�VDPH�SDFNDJH�IURP�6DQ�)UDQFLVFR�WR�1HZ�<RUN��DERXW������PLOHV� ��7KH�ODVW�VWDJH�LQ�VXFFHVVIXO�LQWHUQDWLRQDO�GLUHFW�PDUNHWLQJ�LV�FOHDULQJ�FXVWRPV���(YHQ�LQ�WKH�DEVHQFH�RI�IRUPDO�WUDGH�EDUULHUV�VXFK�DV�WDULIIV�DQG�TXRWDV��FXPEHUVRPH�FXVWRPV�FOHDULQJ�WKDW�LV�VXEMHFW�WR�ORQJ�GHOD\V��H[WHQVLYH�EXUHDXFUDWLF�IRUPV��DQG�IUHTXHQW�ORVV�RI�SDUFHOV�FDQ�PDNH�VXFFHVVIXO�GLUHFW�PDUNHWLQJ�XQIHDVLEOH���7KHVH�EDUULHUV�FDQ�RFFXU�DW�ERWK�HQGV��� H[SRUW�FKHFNV�DV�ZHOO�DV�LPSRUW�FOHDUDQFHV��� EXW�WKH�ODWWHU�DUH�OLNHO\�
�� )RU�D�GLVFXVVLRQ�RI�WKHVH�SUREOHPV�LQ�(J\SWLDQ�EDQNLQJ��VHH�0RKLHOGLQ��RS��FLW��� 2UJDQL]DWLRQ�IRU�(FRQRPLF�&RRSHUDWLRQ�DQG�'HYHORSPHQW���3DUFHO�'HOLYHU\�LQ�WKH�*OREDO�0DUNHWSODFH���&RPPLWWHH�RQ�&RQVXPHU�3ROLF\��������S������
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WR�EH�D�PXFK�JUHDWHU�SUREOHP��ZKHUH�JRYHUQPHQWV�DUH�OLNHO\�WR�LPSRVH�H[SHQVLYH�SURFHVV�UHTXLUHPHQWV�WR�DVVXUH�WKDW�LPSRUWV�DUH�FRQVLVWHQW�ZLWK�ERWK�IRUPDO�WUDGH�UXOHV�DQG�GRPHVWLF�SURGXF W�VWDQGDUGV���+HQFH�GLUHFW�PDUNHWLQJ�IURP�(J\SW�ZLOO�UHTXLUH�LQWHUQDWLRQDO�QHJRWLDWLRQV�ZLWK�PRVW�WUDGLQJ�SDUWQHUV�IRU�DGPLQLVWUDWLYH�UHIRUPV�WR�IDFLOLWDWH�UDSLG��LQH[SHQVLYH�FXVWRPV�FOHDUDQFH� �� 6DOHV�RI�FRQVXPHU�JRRGV�WR�UHWDLO�RXWOHWV�DEURDG�LQYROYH�PRVW �RI�WKH�VDPH�LVVXHV���,Q�WKH�8QLWHG�6WDWHV��WKH�GHYHORSPHQW�RI�IDVW��UHOLDEOH��LQH[SHQVLYH�SDUFHO�GHOLYHU\�VHUYLFHV�KDV�HQDEOHG�UHWDLOHUV�WR�UHGXFH�LQYHQWRU\�VDOHV�UDWLRV�E\�VXEPLWWLQJ�VPDOOHU��PRUH�IUHTXHQW�RUGHUV���+HQFH�WR�FRPSHWH�ZLWK�RWKHU�VXSSOLHUV�RI�FRQVXPHU�JRRGV��(J\SWLDQ�ILUPV�PXVW�EH�FDSDEOH�RI��MXVW�LQ�WLPH��GHOLYHU\�WR�UHWDLO�RXWOHWV��ZKLFK�UDLVHV�WKH�VDPH�LVVXHV�DERXW�WKH�TXDOLW\�DQG�H[SHQVH�RI�FRPPXQLFDWLRQV��WUDQVSRUWDWLRQ��EDQNLQJ�WUDQVDFWLRQV��DQG�FXVWRPV�FOHDUDQFH��
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,QWHUQDWLRQDO�LQWHJUDWHG�PDQXIDFWXULQJ�$Q�LPSRUWDQW��JURZLQJ�FRPSRQHQW�RI�LQWHUQDWLRQDO�WUDGH�LV�YHUWLFDO�LQWHJUDWLRQ�LQ�PDQXIDFWXULQJ�DFURVV�LQWHUQDWLRQDO�ERXQGDULHV���:KHUHDV�WKLV�SKHQRPHQRQ�LV�PRVW�SUHYDOHQW�DPRQJ�DGYDQFHG�LQGXVWULDOL]HG�HFRQRPLHV��H[DPSOHV�DERXQG�ZLWKLQ�(XURSH��EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�-DSDQ��DQG�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�&DQDGD���LQ�PDQ\�FDVHV�1RUWK�6RXWK�LQWHJUDWLRQ�KDV�DULVHQ���3URPLQHQW�H[DPSOHV�DUH�WKH�PDQXIDFWXUH�RI�DXWRPRELOH�SDUWV�LQ�0H[LFR�IRU�XVH�LQ�86�DXWRPRELOH�DVVHPEO\�DQG�PDVV �SURGXFHG�PHPRU\�FKLSV�LQ�WKH�HPHUJLQJ�QDWLRQV�RI�$VLD�WKDW�DUH�WKHQ�LQFRUSRUDWHG�LQWR�-DSDQHVH�DQG�$PHULFDQ�FRPSXWHUV� �� ,QWHUQDWLRQDOL]DWLRQ�RI�YHUWLFDOO\�UHODWHG�SURGXFWLRQ�FDQ�EH�LQKLELWHG�E\�DOO�RI�WKH�VDPH�LQGLUHFW�EDUULHUV�WKDW�ZHUH�GLVFXVVHG�LQ�WKH�FDVH�RI�VDOHV�WR�UHWDLOHUV�RU�GLUHFWO\�WR�FXVWRPHUV���&URVVLQJ�DQ�LQWHUQDWLRQDO�ERXQGDU\�XVXDOO\�UHTXLUHV�WUDQVDFWLRQV�FRVWV�WKDW�DUH�QRW�IDFHG�E\�GRPHVWLF�SURGXFHUV���+RZHYHU��IUHH�WUDGH�DUHDV��VXFK�DV�1$)7$�DQG�WKH�(XURSHDQ�8QLRQ��DYRLG�PRVW�LI�QRW�DOO�RI�WKHVH�FRVWV��LQGLFDWLQJ�WKDW�LQWHUQDWLRQDO�QHJRWLDWLRQ�RYHU�WKHVH�SURFHGXUHV�FDQ�VXEVWDQWLDOO\�UHGXFH�RU�HYHQ�HOLPLQDWH�VXFK�EDUULHUV� �
����7KH�&DVH�IRU�,QWHUQDWLRQDOL]LQJ�5HJXODWRU\�5HIRUP�
$V�LV�DSSDUHQW�IURP�WKH�SUHFHGLQJ�GLVFXVVLRQ��WUDGH�DJUHHPHQWV�LQFRUSRUDWLQJ�UHJXODWRU\�SURYLVLRQV�FDQ�KDYH�PDQ\�EHQHILFLDO�HIIHFWV���2QH�LPSRUWDQW�UHVXOW�LV�WKDW�WKH\�DOORZ�QDWLRQV�WR�LPSRVH�UHJXODWLRQV�WKDW�VHHP�LUUDWLRQDO�WR�IRUHLJQHUV�RQO\�LI�WKHVH�UHJXODWLRQV�GR�QRW�GLVWRUW�WUDGH���$JUHHPHQWV�RI� WKLV�IRUP�SURWHFW�WUDGH�SROLF\�DJDLQVW�UHJXODWLRQV�WKDW�DUH�PRWLYDWHG�E\�SURWHFWLRQLVP�EXW�DUH�EDVHG�RQ�D�ZHOO �DUWLFXODWHG��LI�LGLRV\QFUDWLF�RU�XQVFLHQWLILF��UDWLRQDOH���7KH\�DOVR�UXQ�WKH�ULVN�RI�SUHYHQWLQJ�D�FRXQWU\�IURP�UHVSRQGLQJ�WR�VFLHQWLILF�XQFHUWDLQW\�E\�H[HUFLVLQJ�FDXWLRQ��LI�WKH�HIIHFW�RI�VXFK�DFWLRQ�VLJQLILFDQWO\�DIIHFWV�WUDGH� �� *LYHQ�WKH�RUJDQL]DWLRQ�RI�LQWHUHVW�ELDVHV�LQ�UHJXODWRU\�SROLF\��ZHOO �FRQFHLYHG�LGLRV\QFUDWLF�RU�XQVFLHQWLILF�UHJXODWLRQV�WKDW�HQMR\�ZLGHVSUHDG�SRSXODU�VXSSRUW�DUH�OLNHO\�WR�EH�TXLWH�UDUH���7KH�UHDVRQ�LV�WKDW�EURDGO\�EDVHG�LQWHUHVWV��ZLWK�ORZ�SHU�FDSLWD�VWDNHV�EXW�KLJK�DJJUHJDWH�YDOXH��DUH�WKH�YHU\�LQWHUHVWV�WKDW�DUH�OHDVW�OLNHO\�WR�EH�SURWHFWHG�E\�UHJXODWLRQ���$�QDWLRQ�WKDW�DGRSWV�DQ�XQXVXDOO\�VWULQJHQW�UHJXODWLRQ�ZLWK�QR�KDUG�WHFKQLFDO�IRXQGDWLRQ�LV�PRVW�OLNHO\�WR�EH�UHVSRQGLQJ�WR�VSHFLDO�LQWHUHVW�ELDV��QRW�D�SRSXODU�SROLWLFDO�GHPDQG���)RU�WKLV�UHDVRQ��DFFRUGLQJ�KLJKHU�OHJLWLPDF\�WR�WUDGH�DJUHHPHQWV�WKDQ�WR�VSHFLILF�UHJXODWLRQV�KDV�D�UHDVRQDEOH�WKHRUHWLFDO�IRXQGDWLRQ��� 7KHVH�VDPH�WKHRUHWLFDO�DUJXPHQWV�SURYLGH�DQRWKHU�UHDVRQ�WR�EHOLHYH�WKDW�LQWHUQDWLRQDOL]LQJ�UHJXODWRU\�UHIRUP�LV�JHQHUDOO\�GHVLUDEOH���$FFRUGLQJ�WR�WKH�HFRQRPLF�WKHRU\�RI�SROLF\�IRUPDWLRQ��D�QHFHVVDU\�FRQGLWLRQ�IRU�UHJXODWRU\�UHIRUP�LV�WKDW�WKH�UHIRUP�SURFHVV�PXVW�DYRLG�H[FHVVLYH�UHVSRQVLYHQHVV�WR�RUJDQL]HG�VSHFLDO�
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LQWHUHVWV�LQ�HDFK�UHJXODWHG�SURFHHGLQJ���7KLV�FRQGLWLRQ�FDQ�EH�VDWLVILHG�LQ�WZR�ZD\V���2QH�LV�IRU�FRQIOLFWV�RI�LQWHUHVW�DPRQJ�WKH�UHJXODWHG�JURXS�WR�FDXVH�WKH�JURXS�WR�ORVH�LWV�RUJDQL]DWLRQDO�HIIHFWLY HQHVV���)RU�WKH�PRVW�SDUW��WKHVH�FRQIOLFWV�DULVH�PRVWO\�IURP�DFFLGHQWV�RU�XQIRUHVHHQ�HYHQWV��VXFK�DV�XQFRQWUROODEOH�WHFKQRORJLFDO�DGYDQFHV�RU�PDMRU�VKLIWV�LQ�WKH�FRPSRVLWLRQ�RU�ORFDWLRQ�RI�GHPDQG��VXFK�DV�ZKHQ�D�QHZ�LQGXVWU\�DULVHV�RU�D�JHRJUDSKLF�DUHD�H[SHULHQFHV�VXEVWDQWLDO�HFRQRPLF�JURZWK�DQG�LPPLJUDWLRQ��� 7KH�RWKHU�ZD\�LQ�ZKLFK�WKH�FRQGLWLRQ�IRU�UHIRUP�FDQ�EH�VDWLVILHG�LV�PRUH�LQ�FRQWURO�RI�SROLF\�PDNHUV���7KLV�PHFKDQLVP�LV�WR�IRUPXODWH�UHJXODWRU\�SROLF\�DV�D�EURDG��JHQHUDO�UHIRUP�LVVXH���7KXV��ZKHQ�WUD GH�SROLF\�PLJUDWHG�IURP�VHTXHQWLDO�GRPHVWLF�FRQVLGHUDWLRQ�RI�SURGXFW�VSHFLILF�WDULIIV�DQG�TXRWDV�WR�JHQHUDO�QHJRWLDWLRQV�RI�WUDGH�DJUHHPHQWV��WUDGH�SROLF\�ZDV�HOHYDWHG�WR�D�PRUH�JHQHUDO�LVVXH�LQ�ZKLFK�WKH�SHUYHUVH�HIIHFWV�RI�ELDVHV�LQ�SROLWLFDO�RUJDQL]DWLRQ�ZHUH�UHGXFHG���/LNHZLVH��LQFRUSRUDWLQJ�UHJXODWRU\�UHIRUP�LQWR�WUDGH�SROLF\�SHUIRUPV�WKH�VDPH�IXQFWLRQ�IRU�UHJXODWLRQ� �� ,Q�SDUDOOHO�IDVKLRQ��LQFRUSRUDWLQJ�UHJXODWRU\�UHIRUP�LQWR�WUDGH�DJUHHPHQWV�FDQ�FDXVH�DGGLWLRQDO�WUDGH�OLEHUDOL]DWLRQ�WR�HQMR\�JUHDWHU�GRPHVWLF�SROLWLFDO�VXSSRUW���,Q�WKH�H[DPSOH�RI�SRUW�SROLF\��LQ�WKH�ILUVW�LQVWDQFH�LQFOXGLQJ�UHOD[HG�HQWU\�FRQWUROV�LQ�SRUW�VHUYLFHV�DV�SDUW�RI�D�EURDGHU�QHJRWLDWLRQ�RQ�PDUNHW�DFFHVV�LQ�VHUYLFHV�HOHYDWHV�SRUW�UHIRUP�WR�D�PRUH�JHQHUDO�HFRQRPLF�LVVXH�LQ�ZKLFK� WKH�VWDWH�SRUW�PRQRSRO\�ZLOO�KDYH�OHVV�LQIOXHQFH���7KHQ��RQFH�SRUW�HIILFLHQF\�LV�LPSURYHG��RWKHU�GRPHVWLF�LQGXVWULHV��VXFK�DV�DJULFXOWXUH��WKDW�SUHVHQWO\�DUH�QRW�YHU\�LQWHUQDWLRQDOO\�RULHQWHG�GXH�WR�WKH�H[SHQVH�DQG�GHOD\�RI�SRUW�WUDQVVKLSPHQW�ZLOO�EHFRPH�VXSSRUWHUV�RI�IXUWKHU�WUDGH�OLEHUDOL]DWLRQ�WKDW�JLYHV�WKHP�DFFHVV�WR�IRUHLJQ�PDUNHWV���,Q�WKLV�ZD\�LQWHUQDWLRQDO�DJUHHPHQWV�WKDW�LPSRVH�FRPSHWLWLRQ�SROLF\�RQ�62(V�IDFLOLWDWH�ERWK�GRPHVWLF�UHJXODWLRQ�DQG�IXUWKHU�WUDGH�OLEHUDOL]DWLRQ�DV�ZHOO�DV�LQFUHDVH�WUDGH�LQ�WKH�LQGXVWULHV�GLUHFWO\�DIIHFWHG�E\�WKH�DJUHHPHQW� �� 7KH�NH\�SRLQW�LV�WKDW�LQWHUQDWLRQDOL]DWLRQ�FDQ�VXSSRUW�EURDG�OLEHUDOL]DWLRQ�LI�D�ODUJH�QXPEHU�RI�SURGXFWV�DQG�UHVWULFWLRQV�DUH�RQ�WKH�WDEOH���%URDG�DJHQGDV�XQGHUFXW�WKH�DGYDQWDJHV�RI�HQWUHQFKHG�LQWHUH VWV�WKDW�EHQHILW�IURP�D�SDUWLFXODU�SURWHFWLRQ��ZKHWKHU�LQ�WUDGH�SROLF\�RU�UHJXODWLRQ���7KXV�LQWHUQDWLRQDOL]LQJ�UHJXODWRU\�UHIRUP�LV�PXFK�OHVV�OLNHO\�WR�ZRUN�LI�DJUHHPHQWV�DUH�QHJRWLDWHG�LQ�D�QDUURZ��VHFWRU �VSHFLILF�FRQWH[W���5HFHQW�H[SHULHQFH�ZLWK�QDUURZO\�IRFXVHG�LQWHUQDWLRQDO�QHJRWLDWLRQV��ZKHWKHU�LQ�WUDGH�RU�UHJXODWLRQ��EHDUV�RXW�WKLV�H[SHFWDWLRQ��� :LWK�WKH�VROH�H[FHSWLRQ�RI�WKH�$JUHHPHQW�RQ�7UDGH�LQ�&LYLO�$LUFUDIW��QR�VLQJOH �LVVXH�QHJRWLDWLRQ�XQGHU�WKH�*$77�DQG�IHZ�RXWVLGH�RI�LW�KDYH�SURGXFHG�VLJQLILFDQW�UHVXOWV��DQG�PDQ\�KDYH�SURGXFHG�QHZ��RQHURXV�UHJXODWLRQV���([DPSOHV�RI�IDLOXUHV�DUH�WKH�,QWHUQDWLRQDO�'DLU\�$JUHHPHQW�
�� )RU� PRUH� GHWDLOV�� VHH� )ULHGHU� 5RVVOHU�� �(IILFLHQW� DQG� ,QHIILFLHQW� ,VVXH� /LQNDJHV� LQ� 0XOWLODWHUDO� 1HJRWLDWLRQV�� � $� &ULWLFDO�([DPLQDWLRQ�RI�WKH�
7UDGH�DQG����
�7UHQG���&HQWHU�IRU�(FRQRPLF�3ROLF\�5HVHDUFK��6WDQIRUG�8QLYHUVLW\��6HSWHPEHU�������
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�HVWDEOLVKLQJ�PLQLPXP�ZRUOG�SULFHV�IRU�GDLU\�SURGXFWV���WKH�0XOWL�)LEUH�$JUHHPHQW��FRXQWHQDQFLQJ�LPSRUW�TXRWDV���DQG�WKH�0RQWUHDO�3URWRFROV��SURKLELWLQJ�UHDOORFDWLRQV�DPRQJ�QDWLRQV�RI�ERWK�SURGXFWLRQ�DQG�FRQVXPSWLRQ�RI�FKORURIOXRURFDUERQV��WKHUHE\�EDQQLQJ�ERWK�WKH�SUHVHUYDWLRQ�RI�HFRQRPLHV�RI�VFDOH�DV�SURGXFWLRQ�VKULQNV�DQG�WKH�LQFUHDVH�LQ�WKH�SURSRUWLRQ�RI�WKHVH�SURGXFWV�WKDW�LV�WUDGHG���7KHVH�RXWFRPHV�LOOXVWUDWH�WKDW�RQFH�WKH�VFRSH�RI�LQWHUQDWLRQDO�QHJRWLDWLRQ�LV�VHYHUHO\�UHVWULFWHG��VSHFLDO�LQWHUHVWV�XVXDOO\�REWDLQ�SURWHFWLRQLVW�SURYLVLRQV��� 7KH�SUHFHGLQJ�DQDO\VLV�OHDGV�WR�WZR�SDUDOOHO�EXW�DQDO\WLFDOO\�GLVWLQFW�FRQFOXVLRQV���7KH�ILUVW�LV�WKDW�LQFRUSRUDWLQJ�UHJXODWRU\�LVVXHV�LQWR�LQWHUQDWLRQDO�WUDGH�QHJRWLDWLRQV�LV�LQHYLWDEOH�VLPSO\�EHFDXVH�UHJXODWLRQ�KDV�LQFUHDVLQJO\�LPSRUWDQW�WUDGH�GLVWRUWLQJ�HIIHFWV�DV�GLUHFW�WUDGH�EDUULHUV�IDOO���7KH�VHFRQG�LPSOLFDWLRQ��ZKLFK�LV�PRUH�FRQWURYHUVLDO�EHFDXVH�LW�LV�OHVV�WUDQVSDUHQW��LV�WKDW�WKLV�WUHQG�LV�EHQHILFLDO�IRU�ERWK�UHJXODWRU\�DQG�WUDGH�SROLF\��� DV�ORQJ�DV�WKHVH�LVVXHV�DUH�FRPELQHG�LQ�WKH�DSSURSULDWH�PDQQHU��WKURXJK�EURDG�QHJRWLDWLRQV�WKDW�HOHYDWH�ERWK�WUDGH�UHVWULFWLRQV�DQG�UHJXODWLRQV�WR�PDWWHUV�RI�JHQHUDO�H FRQRPLF�SROLF\��UDWKHU�WKDQ�FRQILQH�WKHP�WR�VHFWRU�VSHFLILF�LQGXVWULDO�SROLF\��� 0RUH�RSHQ�WUDGH�UHJLPHV�DVVLVW�UHJXODWRU\�UHIRUP�LQ�WZR�ZD\V���)LUVW��WUDGH�OLEHUDOL]DWLRQ�FUHDWHV�IRUHLJQ�SUHVVXUH�IRU�UHIRUP�WR�HOLPLQDWH�LQGLUHFW�WUDGH�EDUULHUV���6HFRQG��IU HHU�WUDGH�FUHDWHV�GRPHVWLF�SUHVVXUHV�IRU�UHJXODWRU\�UHIRUP�EHFDXVH�LW�LQFUHDVHV�WKH�UHODWLYH�LPSRUWDQFH�RI�LQHIILFLHQW�UHJXODWLRQ�DV�D�VRXUFH�RI�WUDGH�GLVWRUWLRQV�WKDW�KDUP�GRPHVWLF�LQGXVWULHV���/LNHZLVH��GRPHVWLF�UHJXODWRU\�UHIRUP�FDQ�LQFUHDVH�GRPHVWLF�SROLWLFDO�VXSSRUW�IRU�IXUWKHU�WUDGH�OLEHUDOL]DWLRQ�E\�JLYLQJ�GRPHVWLF�LQGXVWULHV�QHZ�RSSRUWXQLWLHV�IRU�VXFFHVVIXO�LQWHUQDWLRQDO�VDOHV���)RU�WKLV�UHDVRQ�WKHUH�DUH�LPSRUWDQW�HFRQRPLF�DQG�SROLWLFDO�FRPSOHPHQWDULWLHV�EHWZHHQ�IUHH�WUDGH�DQG�UHJXODWRU\�UHIRUP��
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3$57�,,��',6&866,21�,17(51$7,21$/,=$7,21�2)�5(*8/$725<�5()250�,1�(*<37�
3DUWLFLSDQWV�LQ�WKH�GLVFXVVLRQ�IROORZLQJ�3U��1ROO
V�SUHVHQWDWLRQ�LQFOXGHG�+DVVDQ�(O �+D\DZDQ�IURP�$LQ�6KDPV�8QLYHUVLW\��-DPHV�.HQZRUWK\�RI�WKH�'HYHORSPHQW�(FRQRPLF�3ROLF\�5HIRUP�$QDO\VLV�S URMHFW��$\PDQ�/D]�RI�$6.$�)LQDQFLDO�&RQVXOWDQWV��0RQD�2PUDQ�(O�6KDIHL�RI�WKH�86$,'�0LVVLRQ��5HQH�0LODV�RI�WKH�(XURSHDQ�8QLRQ�DQG�$KPHG�*DODO�RI�(&(6���7KH�IROORZLQJ�LV�D�VXPPDU\�RI�WKH�GLVFXVVLRQ� �
&KDLUSHUVRQ� 7KDQN�\RX�IRU�D�YHU\�LQIRUPDWLYH�SUHVHQWDWLRQ���%HIRUH�RSHQLQJ�WKH�IORRU�IRU�GLVFXVVLRQ�OHW�PH�UHFDS�WKH�WKUHH�EDVLF�SRLQWV�WKDW�,�EHOLHYH�\RX�KDYH�PDGH�� ILUVW��UHJXODWLRQ�FDQ�EH�YHU\�FRVWO\��HVSHFLDOO\�DW�D�WLPH�ZKHQ�WKH�ZRUOG�LV�RSHQLQJ�XS��VHFRQG��UHJXODWRU\�UHIRUP�LV�DFWXDOO\�D�WRXJK�EXVLQHVV�DQG�ZLOO�QRW�EH�HDV\��WKLUG��WKHUH�DUH�WKH�PDQ\�WHQVLRQV�\RX�SRLQWHG�RXW��ZKLFK�,�ZLOO�QRW�UHSHDW��WKDW�KDYH�WR�EH�WDNHQ�LQWR�DFFRXQW�DV�ZH�JR�DERXW�WKH�UHIRUP�SURFHVV���:KDW�,�IHOW�PLVVLQJ�WKRXJK�ZDV�WKH�(J\SWLDQ�VWRU\���%XW�ZLWK�WKH�FRPELQDWLRQ�RI�(J\SWLDQ�DXGLHQFH�DQG�\RXUVHOI��,�DP�VXUH�ZH�ZLOO�JHW�WR�WKDW��7KH�IORRU�LV�QRZ�RSHQ�IRU�GLVFXVVLRQ��
3DUWLFLSDQW����0\�TXHVWLRQ�LV�UHODWHG�WR�WKH�FRVW�RI�UHJXODWRU\�SROLF\�DQG�UHIRUP��DQG�WHQVLRQV�WKDW�DULVH�LQ�WKH�SURFHVV���,�KDYH�EHHQ�WU\LQJ�WR�UHODWH�WKLV�WR�(J\SW�DQG�KDYH�WKUHH�TXHVWLRQV�LQ�WKDW�UHJDUG���7KH�ILUVW�LV�ZKHWKHU�\RX�FRQGXFWHG�D�VWXG\�RQ�WKH�(J\SWLDQ�HFRQRP\�WR�PHDVXUH�WKH�FRVW�RI�UHJXODWLRQ�DV�D�SHUFHQWDJH�RI�*'3"��6HFRQG��ZKDW�LQ�\RXU�RSLQLRQ��DUH�WKH�UHIRUP�PHDVXUHV�WKDW�VKRXOG�EH�WDNHQ�IRU�UHJXODWRU\�SROLFLHV�LQ�(J\SW"��$QG�WKLUG��ZKDW�DUH�\RXU�H[SHFWDWLRQV�UHJDUGLQJ�WHQVLRQV�WKDW�PD\�DULVH�RXW�RI�WKHVH�UHJXODWRU\�SROLFLHV�LQ�WKH�(J\SWLDQ�HFRQRP\"�
6SHDNHU� 2QH�RI�WKH�ELJ�JURZWK�LQGXVWULHV�LQ�HFRQRPLF�UHVHDUFK�LV�HVWLPDWLQJ�WKH�FRVWV�DQG�EHQHILWV �RI�UHJXODWRU\�SROLFLHV��LQ�SDUWLFXODU�WKH�FRVWV�DQG�EHQHILWV�RI�YDULRXV�IRUPV�RI�UHJXODWRU\�UHIRUP���7KH�OLWHUDWXUH�LV�VR�H[WHQVLYH�WKDW�LW�GHILHV�EULHI�FKDUDFWHUL]DWLRQ���1RQHWKHOHVV�,�ZLOO�WU\���%DVLFDOO\��SULYDWL]DWLRQ�RI�SXEOLF�HQWHUSULVH�SURGXFHV�HIILFLHQF\�EHQHILWV���7KDW�LV��VXEVWLWXWLQJ�RU�DGRSWLQJ�D�UHJXODWHG�SULYDWH�PRQRSRO\�LQVWHDG�RI�SXEOLF�HQWHUSULVH�W\SLFDOO\�UHGXFHV�FRVWV��DQG�WKH�QXPEHUV�YDU\�GUDPDWLFDOO\�E\�FRXQWU\�DQG�E\�LQGXVWU\���,Q�WKH�8QLWHG�.LQJGRP�WKH�QXPEHU�KDV�YDULHG�EHWZHHQ�ILYH� DQG�WHQ�SHUFHQW�FRVW�UHGXFWLRQV�DULVLQJ�IURP�WKH�DFW�RI�SULYDWL]DWLRQ���,Q�VRPH�GHYHORSLQJ�FRXQWULHV��VXFK�DV�0H[LFR��&KLOH��DQG�D�FRXSOH�RI�RWKHUV�,�FDQ�WKLQN�RI�RII�KDQG��WKH�QXPEHUV�FDQ�EH�PXFK�ELJJHU���7\SLFDOO\��WKH�QXPEHUV�WHQG�WR�EH�ODUJHU�IRU�GHYHORSLQJ�FRXQWULHV���%XW�,�VXVSHFW�WKDW�WKHUH�LV�D�
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FRQIRXQGLQJ�RI�FDXVH�DQG�HIIHFW�KHUH��DQG�WKDW�SDUW�RI�LW�KDV�WR�GR�ZLWK�ZKHWKHU�WKH�SULYDWL]DWLRQ�SURFHVV�DOORZV�IRUHLJQ�RZQHUVKLS���8VXDOO\�WKH�SURFHVV�GRHV�DOORZ�VXEVWDQWLDO�IRUHLJQ�RZQHUVKLS�LQ�DQ�LQGXVWU \�WKDW�GLG�QRW�DOORZ�LW�LQ�WKH�SDVW��ZKLFK�PD\�H[SODLQ�WKH�ELJJHU�QXPEHUV�LQ�GHYHORSLQJ�FRXQWULHV� �� 0\�YLHZ�LV�WKDW�WKH�JDLQV�IURP�SXUH�SULYDWL]DWLRQ�DUH�UHODWLYHO\�VPDOO�FRPSDUHG�WR�WKH�JDLQV�IURP�HOLPLQDWLQJ�HQWU\�EDUULHUV���7KH�WKUHDW�RI�HQWU\�DQG�WKH�SUHVHQFH�RI�VRPH�HQWUDQWV�LV�E\�IDU�WKH�PRVW�LPSRUWDQW�IDFWRU�LQ�LPSURYLQJ�WKH�HIILFLHQF\�RI�LQIUDVWUXFWXUH���,Q�WKH�8QLWHG�.LQJGRP��IRU�H[DPSOH��%ULWLVK�7HOHFRP�VWLOO�KDV����SHUFHQW�RI�WKH�PDUNHW��ZKLFK�LV�HQRUPRXV���,WV�HIILFL HQF\�JDLQV�KDYH�EHHQ�IDU�JUHDWHU�WKDQ�DQ\ERG\�HYHU�H[SHFWHG�ZKHQ�WKH�SURFHVV�ZDV�EHJXQ���(OLPLQDWLQJ�HQWU\�EDUULHUV�DQG�DOORZLQJ�FRPSHWLWLRQ��HYHQ�LQ�EXVLQHVVHV�ZH�WKLQN�RI�DV�PRQRSROLHV��OLNH�HOHFWULFLW\��WHOHFRPPXQLFDWLRQV�DQG�UDLOURDGV��LV�D�KXJH�JDLQ���,W�LV�HYHQ�WUXH�LQ�YHU\�VPDOO�FRXQWULHV�ZLWK�UHODWLYHO\�ORZ�SHU�FDSLWD�LQFRPH�WKDW�D�YHU\�ODUJH�IUDFWLRQ�RI�WKHVH�VR�FDOOHG�QDWLRQDO�PRQRSROLHV�FDQ�EH�FRPSHWLWLYH� �� :LWK�UHJDUG�WR�(J\SW�LQ�SDUWLFXODU��,�FDQQRW�WHOO�\RX�YHU\�PXFK�DERXW�WKH�FRVW�RI�UHJXODWL RQ���$OO�,�FDQ�GR�LV�LQIHU�LW�IURP�FRPSDULVRQV�ZLWK�RWKHU�FRXQWULHV�WKDW�KDYH�VLPLODU�W\SHV�RI�LQVWLWXWLRQV�DQG�KDYH�XQGHUWDNHQ�OLEHUDOL]DWLRQ�UHIRUPV���7KH�ERRN�WKDW�$KPHG�*DODO�FR �DXWKRUHG�RQ�ZHOIDUH�HIIHFWV�RI�SULYDWL]DWLRQ�KDV�GHWDLOHG�VWXGLHV�RI�0H[LFR��&KLOH��$UJHQWLQD�DQG�D�OLVW�RI�RWKHU�FRXQWULHV��DQG�FDQ�VKHG�VRPH�OLJKW�IRU�(J\SW��� 5HJDUGLQJ�VSHFLILF�DFWLRQV�IRU�(J\SW��EDVLFDOO\�WKH�LPSOLFDWLRQV�DUH��ILUVW��WKH�WUDGH�RII�EHWZHHQ�VRYHUHLJQW\�DQG�SROLWLFDO�FRQWURO�YHUVXV�HIILFLHQF\��D�WUDGH�RII�WKDW�ZH�KDYH�SUHWW\�ZHOO�GRFXPHQWHG���7KH�IDFW�WKDW�WKH�WUDGH�RII�H[LVWV�GRHV�QRW�OHDG�WR�D�UREXVW�SROLF\�FRQFOXVLRQ��EXW�LW�ZRXOG�EH�RXWVLGH�WKH�OHJLWLPDWH�VFRSH�RI�WKLV�SUHVHQWDWLRQ�WR�WHOO�\RX�ZKDW�WR�GR���:KDW�,�FDQ�VD\�LV�WKDW�LQ�D�FRXQWU\�ZKHUH�WHOHSKRQH�DQG�HOHFWULFLW\�SHQHWUDWLRQ�LV�DV�ORZ�DV�LW�LV�LQ�(J\SW��WKHUH�DUH�SRWHQWLDOO\�ODUJH�HIILFLHQF\�JDLQV�WR�EH�REWDLQHG�IURP�HOLPLQDWLQJ�HQWU\�UHVWULFWLRQV���7KHVH�JDLQV�KDYH�EHHQ�GHPRQVWUDWHG�LQ�D�QXPEHU�RI�RWKHU�GHYHORSLQJ�FRXQWULHV��
3DUWLFLSDQW����,�DP�LQWHUHVWHG�LQ�NQRZLQJ�KRZ�\RX�VHH�WKH�IDFWRU�RI�WLPH�LQ�WKH�SURFHVV�RI�GRPHVWLF�UHJXODWRU\�UHIRUP��DV�ZHOO�DV�LQ�LQWHUQDWLRQDO�QHJRWLDWLRQV�DQG�VHWWOHPHQWV���)RU�RQH�WKLQJ��WKH�OHJLVODWLRQ�SURFHVV�LWVHOI�FDQ�WDNH�WLPH�WR�LQLWLDWH��UHYLHZ�DQG�DPHQG��DQG�LWV�XO WLPDWH�HIIHFW��ZKHWKHU�KDUPIXO�RU�EHQHILFLDO��RQ�WKH�FRQVXPHU�QHHGV�WR�EH�FRQVLGHUHG���7KHQ��WKHUH�LV�WKH�OLIH �VSDQ�RI�WKH�SROLWLFLDQV�ZKR�DUH�HOHFWHG�IRU�D�FHUWDLQ�SHULRG�RI�WLPH��DQG�KDYH�DQ�DJHQGD�IRU�EHLQJ�UH �HOHFWHG��ZKLFK�LV�LQ�WKHLU�RZQ�VHOI�LQWHUHVW���6R�WKHUH�RIWHQ�VHHPV�WR�EH�D�FRQIOLFW�RI�REMHFWLYHV�LQ�D�JLYHQ�WLPH �IUDPH���7KHVH�DQG�RWKHU�
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WKLQJV��VXFK�DV�GLVSXWH�VHWWOHPHQW�SURFHGXUHV�DQG�HQDFWLQJ�ODZV�FRPSDWLEOH�ZLWK�WKH�:72��WDNH�WLPH��DQG�IRU�EXVLQHVV�WLPH�LV�PRQH\��
6SHDNHU� 2QH�RI�P\�IDYRULWH�FDUWRRQV�LV�D�SLFWXUH�RI�$OEHUW�(LQVWHLQ�DW�D�EODFNERDUG�ZLWK�DQ�HQRUPRXVO\�FRPSOH[�IRUPXOD�LQ�IURQW�RI�KLP�DQG�KH�LV�ILOOLQJ�WKH�HQWLUH�EODFNERDUG���,W�VWDUWV�RII���7 ��IROORZHG�E\�DOO�WKLV�FRPSOLFDWHG�DOJHEUD��DQG�WKHQ�DW�ERWWRP�LW�HQGV�� �����7KH�FDSW LRQ�VD\V���³(LQVWHLQ�GLVFRYHUV�WKDW�WLPH�LV�PRQH\�´�� ,�WKLQN�D�IDLU�VWDWHPHQW�RQ�WKH�GRPHVWLF�SROLWLFDO�SURFHVV�LV�WKDW�LW�PD\�EH�FRPPLWWHG�WR�FRQYHUWLQJ�LQWHUQDWLRQDO�OLEHUDOL]DWLRQ�WR�D�KROORZ�VKHOO��DQG�VXEVWLWXWLQJ�GLVFULPLQDWRU\�DQG�LQHIILFLHQW�UHJXOD WRU\�SROLF\�IRU�WDULIIV�DQG�TXRWDV��DV�LQGLUHFW�WUDGH�EDUULHUV���7KHUH�LV�UHDOO\�QRWKLQJ�ZH�FRXOG�GR�DERXW�LW�ZLWK�RUJDQL]DWLRQV�OLNH�WKH�:72���,�WKLQN�WKDW�WKH�NH\�WR�HIIHFWLYH�RSHUDWLRQ�RI�LQWHUQDWLRQDO�GLVSXWH�UHVROXWLRQ�PHFKDQLVPV�LV�WKDW�WKH\�UHVW�RQ�WKH�DVVXPSWLRQ�WKDW�WKH�SDUWLHV�WR�WKHVH�QHJRWLDWLRQV�JHQHUDOO\�ZDQW�LQWHUQDWLRQDO�OLEHUDOL]DWLRQ���,I�WKH\�XQGHUWDNH�GRPHVWLF�SROLF\�DFWLRQV�UHMHFWLQJ�WKLV�SXUSRVH�H[SOLFLWO\� ��WKDW�WKH�UHJXODWRU\�SROLF\�ZDV�HQDFWHG��LQ�ODUJH�PHDVXUH��WR�EH�GLVFULPLQDWRU \�DQG�WR�WUXPS�WKLV�WUDQVLWRU\�OLEHUDOL]DWLRQ��� WKHQ�SRLQWLQJ�LW�RXW�RU�KDYLQJ�D�IRUPDO�SURFHVV�WKDW�SRLQWV�LW�RXW�ZLOO�HPSRZHU�WKH�OLEHUDOL]LQJ�IDFWLRQ�RI�HDFK�JRYHUQPHQW�WR�ZRUN�RXW�DQ�DFFRPPRGDWLRQ� �,�DP�DOZD\V�IUXVWUDWHG��DV�,�WKLQN�WKH�TXHVWLRQHU�LV��E\�WKH�VQDLO¶V�SDFH�DW�ZKLFK�OLEHUDOL]DWLRQ�UHIRUPV��ZKHWKHU�GRPHVWLF�RU�LQWHUQDWLRQDO��WDNH�SODFH���%XW�RQ�WKH�RWKHU�KDQG��VLWWLQJ�LQ������DQG�ORRNLQJ�EDFN�WR�������WKH�DPRXQW�RI�SURJUHVV�LV�HQRUPRXV���$�OLWWOH�ELW�RI�SURJUHVV�HYHU\�\HDU��\HDU �LQ�DQG�\HDU�RXW��RYHU�VRPHWKLQJ�IDU�OHVV�WKDQ�D�SHUVRQ¶V�OLIH�WLPH��SURGXFHV�UHPDUNDEOH�SURJUHVV���,�VKDUH�WKH�YLHZ�WKDW�LI�*HUPDQ\�UHDOO\�ZDQWV�WR�NHHS�&DVVLV�GH�'LMRQ�RXW�RI�*HUPDQ\��LW�FDQ���,I�'HQPDUN�UHDOO\�ZDQWV�WR�NHHS�*HUPDQ�EHHU�RXW�RI�'HQPDUN��LW�FDQ���%XW�WKH\�DUH�QRW�JRLQJ�WR�VDFULILFH�ORQJ�WHUP�OLEHUDOL]DWLRQ�RYHU�ERWWOHG�EHHU�RU�ERWWOHG�OLTXHXUV� �� 0\�VHFRQG�SRLQW�LV�WKDW�WKH�GHJUHH�WR�ZKLFK�D�FRXQWU\�FDQ�EH�UHVSRQVLYH�WR�WKH�SRWHQWLDOLW\��DV�ZHOO�DV�WKH�UHDOLW\�RI�GLVSXWHV�DULVLQJ�IURP�UHJXODWLRQ��LV�LWVHOI�GHWHUPLQHG�E\�WKH�LQVWLWXWLRQV�RI�WKDW�FRXQWU\�DQG�WKH�ZD\�LW�EXLOGV�LQ�UHVSRQVLYHQHVV�WR�WKH�SRWHQWLDOLW\�RU�UHDOLW\�RI�GLVSXWHV���7KH�8QLWHG�6WDWHV�LV�D�JRRG�LOOXVWUDWLRQ���&RQJUHVV�VDZ�WKH�SUREOHP�ZLWK�KDYLQJ�³&RQJUHVV´�ZULWH�WUDGH�ELOOV���7KH�VR OXWLRQ�ZDV�WR�EXLOG�LQ�UHVSRQVLYHQHVV�WR�OLEHUDOL]DWLRQ�WKDW�LV�IDVW�WUDFN�ZLWK�UHJDUG�WR�WUDGH�QHJRWLDWLRQV���&RQJUHVV�WKHUHIRUH��SDVVHG�D�ODZ�VWLSXODWLQJ�WKDW�ZKHQ�WKH�86�WUDGH�UHSUHVHQWDWLYH�LV�QHJRWLDWLQJ�D�WUDGH�GHDO��ZKHWKHU�PXOWLQDWLRQDO�RU�ELODWHUDO��LI�WKH�&KDLUV�RI�WKH�+RXVH�RU�6HQDWH�FRPPLWWHHV�DQG�WKH�PLQRULW\�
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OHDGHUV�RI�WKH�+RXVH�DQG�6HQDWH�FRPPLWWHHV�WKDW�RYHUVHH�WUDGH�OHJLVODWLRQ�DUH�PDGH�SDUW�RI�D�QHJRWLDWLQJ�WHDP��&RQJUHVV�SOHGJHV�WR�YRWH�RQ�WKH�QHJRWLDWHG�DJUHHPHQW��\HD�RU�QD\���ZLWKRXW�DPHQGPHQW��ZLWKLQ����GD\V���,Q�RWKHU�ZRUGV��D�VWDWXWH�ZDV�SDVVHG�WKDW�PDGH�LW�SRVVLEOH��LQ�D�YHU\�VKRUW�SHULRG�RI�WLPH��WR�JHW�D�GHFLVLRQ��RQ�D�WUDGH�OLEHUDOL]DWLRQ�ODZ���&RQJUHVV�LQ�HIIHFW�VDLG��LI�\RX�JLYH�XV�D�UROH�LQ�WKH�QHJRWLDWLRQ�SURFHVV��JLYHQ�WKDW�ZH�DUH�LQ�JHQHUDO�FRPPLWWHG�WR�OLEHUDOL]DWLRQ��ZH�DUH�JRLQJ�WR�WLH�RXU�RZQ�KDQGV�WR�SUHYHQW�XV�IURP�JHWWLQJ�LQ�WKH�ZD\�E\�VORZLQJ�\RX�GRZQ�RU�E\�GRLQJ�GH�IDFWR�RQH�VLGHG�DJUHHPHQWV�WKURXJK�WKH�DGGLWLRQ�RI�DPHQGPHQWV��� ,QVWLWXWLRQV�GLIIHU�IURP�FRXQWU\�WR�FRXQWU\�DQG�DOO�RI�\RX�NQRZ�WKH�VLWXDWLRQ�LQ�(J\SW�EHWWHU�WKDQ�,���7KH�NH\�SRLQW��KRZHYHU��LV�WKDW�WKH�GHJUHH�WR�ZKLFK�D�FRXQWU\�LV�FRPPLWWHG�WR�OLEHUDOL]DWLRQ�LV�D�FUXFLDO�HQWHULQJ�SRLQW���,I�\RX�DUH�QRW�FRPPLWWHG�WR�LW��LW�ZLOO�QRW�KDSSHQ���7KH�RWKHU�SRLQW� LV�WKH�GHJUHH�WR�ZKLFK�\RX�FDQ�EXLOG�LQ�UHVSRQVLYHQHVV���7KDW�LV�D�GHFLVLRQ�WKDW�QHHGV�WR�EH�PDGH�E\�HDFK�FRXQWU\�JLYHQ�LWV�SROLWLFDO�LQVWLWXWLRQV�DQG�SROLWLFDO�UHDOLWLHV���,W�LV�SRVVLEOH�WR��KDYH�VORZHU�RU�IDVWHU�UHDFWLRQ�WLPH��WR�RUJDQL]H�WKH�ZD\�RQH�FRQVLGHUV��QRW�RQO\�LQWHUQDWLRQDO�SROLFLHV��EXW�SROLFLHV�ZLWK�DQ�LQWHUQDWLRQDO�LPSOLFDWLRQ��DQG�WR�EXLOG�LQ�ZD\V�WKDW�VWDFN�WKH�GHFN�LQ�IDYRU�RI�WKH�³HFRQRPLF�JURZWK´�FRQVWLWXHQF\���1R�FRXQWU\�LV�JRLQJ�WR�JHW�LW�SHUIHFW��LQ�IDFW��QR�FRXQWU\�JHWV�HYHQ�QHDU�SHU IHFW��EXW�WKDW�LV�WKH�QHFHVVDU\�PLQG�VHW���(DFK�FRXQWU\�QHHGV�WR�ZRUU\�DERXW�FRQVWUXFWLQJ�LWV�RZQ�GRPHVWLF�SROLWLFDO�LQVWLWXWLRQV�IRU�GHDOLQJ�ZLWK�WKHVH�LVVXHV�LQ�WKH�EURDGHU�FRQWH[W�RI�LWV�RZQ�SROLWLFDO�UHDOLW\� �
3DUWLFLSDQW� ,�WKLQN�WKH�ERWWRP�OLQH��DQG�WKH�XOWLPDWH�WHQVLRQ��� EHFDXVH�,�DJUHH�ZLWK�\RXU�RYHUDOO�GHVFULSWLRQ�RI�WKH�G\QDPLFV��� LV�WKH�WHQVLRQ�EHWZHHQ�PXWXDOLW\�DQG�VRYHUHLJQW\���$V�\RX�NQRZ��VRYHUHLJQW\�LV�DQ�H[WUHPHO\�VHQVLWLYH�LVVXH�LQ�WKH�GHYHORSLQJ�ZRUOG���:KDW�PRVW�SHRSOH�LQ�WKH�GHYHORSL QJ�ZRUOG�PD\�QRW�UHDOL]H�KRZHYHU��LV�KRZ�H[WUHPHO\�VHQVLWLYH�LW�LV�LQ�WKH�8QLWHG�6WDWHV���,Q�IDFW�WKH�8QLWHG�6WDWHV�YHU\�QHDUO\�GLG�QRW�DSSURYH�WKH�8UXJXD\�5RXQG�$JUHHPHQWV�DIWHU�QLQH�\HDUV�RI�LQWHQVLYH�QHJRWLDWLRQ�RYHU�WKH�LVVXH�RI�VRYHUHLJQW\���<RXU�GHVFULSWLRQ�RI�WKH�RXWFRPH�RI�WKH�9HQH]XHODQ�2LO�FDVH�HQFDSVXODWHV�WKH�SUREOHP��ZKLFK�LV�WKDW�XQGHU�WKH�*$77�:72�$JUHHPHQW��LW�LV�LPSRVVLEOH�IRU�WKH�:72�WR�YHWR�WKH�LQWHUQDO�OHJLVODWLRQ�RI�LWV�PHPEHU�FRXQWULHV���7KDW�LV�D�YHU\�VHQVLWLYH�LVVXH� �� ,Q�LWV�QHZ�GLVSXWH�UHVROXWLRQ�SURFHVV��WKH�:72�VHWWOHV�WUDGH�GLVDJUHHPHQWV�EHWZHHQ�PHPEHU�FRXQWULHV���)RU�H[DPSOH��LI�XQGHU�WKH�QHZ�SURFHVV�WKH�:72�GHWHUPLQHV�WKDW�WKH�HQYLURQPHQWDO�SURWHFWLRQ�ODZ�RI�RQH�PHPEHU�FRXQWU\��WKH�8QLWHG�6WDWHV�IRU�H[DPSOH�LQ�WKH�9HQH]XHOD�YV�� 8QLWHG�6WDWHV�JDVROLQH�FDVH��KDV�FRVW�DQRWKHU�PHPEHU�FRXQWU\�WR�VXIIHU�³QXOOLILFDWLRQ�DQG�LPSDLUPHQW´�RI�LWV�WUDGH�ULJKWV�XQGHU�WKH�*$77��LW�GRHV�QRW�UXOH�WKDW�WKH�RIIHQGLQJ�ODZ�PXVW�EH�FKDQJHG��LW�VLPSO\�LPSRVHV�DQ�HFRQRPLF�FRVW�
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IRU�DSSOLFDWLRQ�RI�LW�E\�OHY\LQJ�D�ILQH�WKDW�UHTXLUHV�WKH�GHIHQGLQJ�PHPEHU�WR�SD\�WKH�FODLPDQW�PHPEHU�DQ�DPRXQW�WKDW�ZLOO�UHDVRQDEO\�FRPSHQVDWH�LW�IRU�WKH�ORVW�WUDGH�H[SHULHQFHG�GXH�WR�WKH�QXOOLILFDWLRQ�DQG�LPSDLUPHQW�RI�LWV�WUDGH�ULJKWV��� 7KLV�LV�LPSRUWDQW�WR�WKH�VRYHUHLJQW\�LVVXH�EHFDXVH�WKURXJKRXW�WKH�KLVWRU\�RI�WKH�8UXJXD\�5RXQG�LQ�SDUWLFXODU��DQG�PXOWLODWHUDO�WUDGH�QHJRWLDWLRQV�LQ�JHQHUDO��WKH�GHYHORSLQJ�ZRUOG�KDV�KDG�D�VHQVH�WKDW�WKHVH�PXOWLODWHUDO�QHJRWLDWLRQV�FRQVWLWXWH�DQ�HIIRUW�E\�WKH�GHYHORSHG�ZRUOG�WR�FDSWXUH��PDQLSXODWH �DQG�GRPLQDWH�WKH�HFRQRPLHV�RI�GHYHORSLQJ�QDWLRQV���'HYHORSLQJ�FRXQWULHV�QHHG�WR�VXUUHQGHU�WKDW�YLHZSRLQW�DQG�UHDOL]H�WKDW�WKHUH�DUH�HFRQRPLF�EHQHILWV�WR�LQYROYHPHQW�LQ�D�JOREDOL]HG�HFRQRP\���7KH\�QHHG�WR�DFFHSW�JOREDO�UXOHV�IRU�GRLQJ�EXVLQHVV�DQG�UHFRJQL]H�WKDW�WKHUH�DUH�HFRQRPLF�EHQHILWV�WR�EH�JDLQHG�IURP�ZRUNLQJ�ZLWKLQ�WKH�V\VWHP�DQG�DQ�HFRQRPLF�FRVW�IRU�LVRODWLRQ���$�:72�UXOLQJ�DJDLQVW�D�GHYHORSLQJ�FRXQWU\�PD\�IRUFH�WKH�FRXQWU\�WR�PDNH�WKH�FKRLFH�RI�HLWKHU�FRQWLQXLQJ�D�SROLF\�EHFDXVH�LW�PDNHV�SROLWLFDO� VHQVH�RU�DEVRUELQJ�WKH�HFRQRPLF�FRVWV�E\�PDNLQJ�FRQFHVVLRQV�WR�D�FRPSODLQLQJ�FRXQWU\�RU�FRXQWULHV� �� ,W�LV�UHDOO\�MXVW�WKH�XVH�RI�WHUPV�WKDW�,�DP�FRQFHUQHG�DERXW�KHUH�EHFDXVH�VRYHUHLJQW\�LV�VXFK�D�VHQVLWLYH�LVVXH�LQ�WKH�8QLWHG�6WDWHV��DV�ZHOO�DV�LQ�WKH�GHYHORSLQJ�ZRUOG��
6SHDNHU����,�GR�QRW�ZDQW�WR�HQJDJH�LQ�D�GHEDWH�DERXW�VHPDQWLFV��VR�,�ZLOO�XVH�WKH�ZRUG�GH�IDFWR���7KH�IDFW�RI�WKH�PDWWHU�DQG�ERWWRP�OLQH�LV�WKDW�WKH�8QLWHG�6WDWHV�GRHV�QRW�KDYH�WR�GR�DQ\WKLQJ���7KH�8QLWHG�6WDWHV�LV�ELJ�HQRXJK�DQG�SRZHUIXO�HQRXJK�WKDW�KDG�LW�UHDOO\�ZDQWHG�WR�VDFULILFH�UHODWLRQVKLSV�ZLWK�9HQH]XHOD�LW�FRXOG�KDYH�GRQH�VR���7KH�:72�KDV�QR�ZD\�RI�HQIRUFLQJ�HYHQ�WKH�HFRQRPLF�FRPSHQVDWLRQ�FRPSRQHQW��EXW�WKHUH�LV�D�VDFULILFH�LQYROYHG��� 6RYHUHLJQW\�LV�DQ�LVVXH�ZLWK�HYHU\�FRXQWU\�LQ�WKH�ZRUOG���)UDQFH�IDFHG�D�VRYHUHLJQW\�SUREOHP�ZLWK�WKH�$SULO��VW�GHUHJXODWLRQ�RI�(XURSHDQ�DLUOLQHV���$LU�)UDQFH�LV�WHFKQLFDOO\�EDQNUXSW�DQG�VXIIHULQJ�VWULNHV�DOPRVW�HYHU\�GD\��DQG�ZLOO�VXIIHU�HYHQ�PRUH�ZKHQ�LW�IDFHV�DGGHG�FRPSHWLWLRQ�ZLWK�%ULWLVK�$LUZD\V�DQG�/XIWKDQVD��7KH�LVVXH�LV�³9LYH�/D�)UDQFH�´��,W�LV�VRYHUHLJQW\�YHUVXV�HFRQRPLF�HIILFLHQF\���$QG�HYHU\�FRXQWU\�LQ�WKH�ZRUOG�KDV�WKH�VDPH�YLHZ�RI�LQWHUQDWLRQDO�GLVSXWH�UHVROXWLRQ�DQG�WUDGH��IHHOLQJ�WKDW�WKH�UHVW�RI�WKH�ZRUOG�LV�VRPHKRZ�LPSRVLQJ�UXOHV�XSRQ�LW���7KDW�LV�WUXH�LQ�WKH�8QLWHG�6WDWHV��WKH�8QLWHG�.LQJGRP�DQG�)UDQFH��DV�ZHOO�DV�HYHU\�GHYHORSLQJ�FRXQWU\���7KDW�IHDWXUH�RI�WKH�GHEDWH�LV�D�SROLWLFDO�SKHQRPHQRQ�RI�WKH�ILUVW�RUGHU�OLWHUDOO\�HYHU\ZKHUH��3DUWLFLSDQW����*RLQJ�EDFN�WR�WKH�LVVXH�RI�WKH�KLJK�FRVW�RI�UHJXODWLRQ�IRU�D�FRXQWU\�OLNH�(J\SW��,�KDYH�WZR�TXHVWLRQV���:H�FDQ�DOO�DJUHH�WKDW�WKHUH�LV�H[FHVVLYH�UHJXODWLRQ�DOPRVW�HYHU\ZKHUH��EXW�DV�D�SROLF\ �PDNHU��ZKHUH�ZRXOG�\RX�VWDUW�DQG�ZKDW�FKDQQHOV�ZRXOG�\RX�XVH"��0\�VHFRQG�TXHVWLRQ�FRQFHUQV�D�UHODWHG�LVVXH�
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WKDW�LV�LPSRUWDQW�IRU�SROLF\�PDNHUV�IDFLQJ�D�ORQJ�OLVW�RI�H[FHVVLYH�UHJXODWLRQV�KDV�WR�GR�ZLWK�³ZURQJ´�DQG�³ULJKW´�UHJXODWLRQV��RU�ZKLFK�\RX�ZDQW�WR�UHJXODWH�DQG�GHUHJXODWH"��7KLV�SDUWLFXODU�LVVXH�WRXFKHV�RQ�HYHU\WKLQJ�IURP�KHDOWK��HQYLURQPHQW�DQG�VDIHW\�UHJXODWLRQV��WR�PRQRSROLHV�DQG�UHTXLUHG�GRFXPHQWDWLRQ���HYHQ�IRU�JRLQJ�WR�WKH�DLUSRUW�DQG�WU\LQJ�WR�H[SRUW���,W�LV�DOO�RYHU�WKH�PDS���*LYH�XV�DQ�LGHD�RI�ZKHUH�\RX�WKLQN�WKH�JDLQV�ZRXOG�EH�JUHDWHVW�LQ�(J\SW�DQG�KRZ�WR�EHJLQ��6SHDNHU� %RWK�TXHVWLRQV�DUH�EDVLFDOO\�DVNLQJ��³:KHUH�WR�ORRN"���7KH�FODVVLF�DQVZHU�LV�ORRN�DW�WKH�H[LVWLQJ�VHW�RI�UHJXODWRU\�SROLFLHV�WKDW�DUH�FDXVLQJ�WKH�PRVW�GRPHVWLF�LQHIILFLHQFLHV��WKDW�DUH�LQKLELWLQJ�LQYHVWPHQW��LQKLELWLQJ�WHFKQRORJLFDO�SURJUHVV��LQKLELWLQJ�FRVW�UHGXFWLRQV�DQG�GR� LW�SXUHO\�RQ�WKH�EDVLV�RI�FRVW�EHQHILW�DQDO\VLV���6HWWLQJ�H[DFW�SULRULWLHV�UHTXLUHV�D�JUHDW�GHDO�RI�ZRUN���+RZHYHU��,�WKLQN�WKH�RQO\�LPSRUWDQW�OHVVRQ�KHUH�LV�WKDW�LW�LV�D�KRUUHQGRXV�PLVWDNH�WR�EHOLHYH�WKDW�WKH�GHJUHH�WR�ZKLFK�WKH�(J\SWLDQ�HFRQRP\�LV�LQWHUQDWLRQDOL]HG�WRGD\�LV�D�JRRG�SUHGLFWRU�RI�KRZ�LW�PLJKW�EH�WZHQW\�\HDUV�IURP�QRZ�XQGHU�D�PRUH�OLEHUDOL]HG�UHJLPH���$OO�QDWLRQV�VKRXOG�EDVH�WKHLU�OLEHUDOL]DWLRQ�GHFLVLRQV�RQ�D�UHDOLVWLF�SODQ�RI�ZKHUH�WKHLU�HFRQRP\�VKRXOG�EH�LQ�WZHQW\�\HDUV��DQG�DVN�ZKDW�UHJXODWRU\�EDUULHUV�VWDQG�LQ�WKH�ZD\���EDUULHUV�WKDW�PD\�DSSHDU�SXUHO\�GRPHVWLF��EXW�GLVWRUW�LQWHUQDWLRQDO�UXOHV"�:KDW�LV�LW�WKDW�(J\SW�ZRXOG�OLNH�(XURSH�WR�GR�WR�IDFLOLWDWH�GRLQJ�EXVLQHVV�LQ�(XURSH�WZHQW\�\HDUV�IURP�QRZ��WKDW�PDNHV�LW�LPSRVVLEOH�QRZ"��4XHVWLRQ�H[DFWO\�ZKDW�LV�LW�WKDW�(J\SW�ZDQWV�(XURSH�WR�GR�WR�OLEHUDOL]H��DQG�ZKDW�LV�(J\SW�ZLOOLQJ�WR�JLYH�XS�WR�JHW�LW"��,Q�P\�RSLQLRQ��WKDW�LV�WKH�ULJKW�ZD\�WR�WKLQN�DERXW�LW���$JDLQ��GRPHVWLF�FRQVHTXHQFHV�DUH�FUXFLDO�LQ�WKH�VKRUW�UXQ��EXW�LI�WKHUH�LV�D�GHFLVLRQ�WR�OLEHUDOL]H�DQG�WR�WDNH�DGYDQWDJH�RI�ZRUOG�WUDGH�DV�DQ�LQVWUXPHQW�RI�JOREDO�HFRQRPLF�JURZWK��WKHQ�ORQJ�WHUP�SODQQLQJ�LV�QHHGHG�WR�GHWHUPLQH�ZKDW�(J\SW�FDQ�GR�WKDW�LW�LV�QRW�GRLQJ�QRZ�WR�EH�PRUH�HIIHFWLYH�LQ�WUDGH�ZLWK�LQWHUQDWLRQDO�WUDGLQJ�SDUWQHUV���1H [W��VHH�ZKHUH�GRPHVWLF�UXOHV�JHW�LQ�WKH�ZD\��� ,W�VHHPV�WR�PH�WKDW�WKH�NH\�SRLQW�LV�RQH�PDGH�HDUOLHU��ZKLFK�LV�DV�RQH�HOLPLQDWHV�IRUPDO�WUDGH�EDUULHUV��WKH�FRVW�RI�UHJXODWRU\�GLVWRUWLRQ�LQFUHDVHV���2EYLRXVO\��LPSURYHPHQWV�LQ�*'3�VKRXOG�EH�WDNHQ�IURP�ZKHUHYHU�WKH\�FDQ�EH�IRXQG��ZKHWKHU�GRPHVWLF�RU�LQWHUQDWLRQDO���7KH�IXQGDPHQWDO�UDWLRQDO�IRU�JHWWLQJ�ULG�RI�LQHIIHFWLYH��LQHIILFLHQW�UHJXODWLRQV�H[LVWV�UHJDUGOHVV�RI�LWV�LQWHUQDWLRQDO�LPSDFW���$V�LQ�WKH�8QLWHG�6WDWHV��RQH�VKRXOG�QRW�YLHZ�WKH�ULVLQJ�LQWHUQDWLRQDO�SUHVVXUH�WR�HQJDJH�LQ�GRPHVWLF�OLEHUDOL]DWLRQ�DV�D�VRUW�RI�SXUHO\�SROLWLFDO�H[HUFLVH�RI�PXVFOH�SRZHU��EXW��EHFDXVH�RYHU�UHJXODWLRQ�KDV�D�GLVWRUWLQJ�HIIHFW���,W�LV�MXVW�DQRWKHU�DVSHFW�RI�WKH�VDPH�IXQGDPHQWDO�SUREOHP�WKDW�DOUHDG\�H[LVWHG�LQVLGH�WKH�FRXQWU\� �
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3DUWLFLSDQW� 'HUHJXODWLRQ��LQ�WKH�FRQWH[W�RI�QHJRWLDWLQJ�LQWHUQDWLRQDO�DJUHHPHQWV�DV�D�ELQGLQJ�IRUFH�RU�DQ�DQFKRU�RI�UHIRUP�LV�RQH�RSWLRQ���%XW�D�FRXQWU\�DOVR�KDV�WKH�RSWLRQ�RI�GRLQJ�LW�EHFDXVH�LW�LV�WKH�ULJKW�WKLQJ�WR�GR���,�ZRQGHU�LI�\RX�ZRXOG�VKDUH�\RXU�WKRXJKWV�RQ�WKHVH�WZR�DSSURDFKHV"�
6SHDNHU� 7KLV�TXHVWLRQ�UHODWHV�WR�WKH�QDWXUH�RI�WKH�JRDO��DQG�KRZ�RQH�VHWV�SULRULWLHV���5HPHPEHU�WKH�H[DPSOH�,�XVHG�WR�IRFXV�RQ�SHUIRUPDQFH���7KH�8QLWHG�6WDWHV��HVVHQWLDOO\�WR�FRPSO\�ZLWK�LWV�DJUHHPHQW�XQGHU�*$77��KDG�WR�VDFULILFH�DQ�HQYLURQPHQWDO�SROLF\�JRDO�LQ�RUGHU�WR�KRQRU�:72�GHFLVLRQ���,W�GLG�QRW�QHHG�WR�GR�WKDW���$�SHUIHFWO\�UHDVRQDEOH�ZD\�WR�JR�DERXW�UHJXODWLQJ�JDVROLQH�ZRXOG�KDYH�EHHQ�WR�VLPSO\�VHW�D�VWDQGDUG�IRU�JDVROLQH��� IURP�DQ\�VRXUFH��RULJLQ�RU�SURGXFHU� +RZHYHU��WKH�8QLWHG�6WDWHV�ZDV�QRW�ZLOOLQJ�WR�VWRS�WKHUH��EHFDXVH�LW�DOORZHG�GLVWULEXWLYH�SROLWLFV��GLIIHUHQW�VHWV�RI�UXOHV�IRU�GRPHVWLF�DQG�LQWHUQDWLRQDO�UHILQHUV��WR�SROOXWH��LI�\RX�ZLOO��WKH�HQYLURQPHQWDO�SROLF\�REMHFWLYH� �� 6R�ZH�VHH�WKDW�WKH�GLVSXWH�DURVH��QRW�EHFDXVH�WKH�8QLWHG�6WDWHV�KDV�VWULQJHQW�DLU�SROOXWLRQ�FRQWURO�UHJXODWLRQV���,W�DURVH�EHFDXVH�WKH�8QLWHG�6WDWHV�WULHG�WR�LPSOHPHQW�LWV�SROLF\�LQ�D�GLVWRUWHG�ZD\���7KH�OHVVRQ�KHUH�LV�WKDW�D�QDWLRQ�GRHV�QRW�KDYH�WR�VDFULILFH�LWV�VRFLDO�SROLF\�REMHF WLYHV�LQ�RUGHU�WR�KDYH�D�WUDQVSDUHQW�DQG�RSHQ��QRQ�GLVFULPLQDWRU\�VRFLDO�SROLF\���$�QDWLRQ�GRHV�QRW�KDYH�WR�DGRSW�DQRWKHU�QDWLRQ¶V�YDOXHV�LQ�RUGHU�WR�KDYH�LQWHUQDWLRQDO�OLEHUDOL]DWLRQ���%XW��ZKDW�LW�GRHV�KDYH�WR�GR�LV�PDNH�H[SOLFLW�ZKDW�WKH�REMHFWLYHV�DUH��DQG�WUHDW�HYHU\RQH�HTXDOO\�LQ�SXUVXLW�RI�WKRVH�REMHFWLYHV� �
3DUWLFLSDQW� ,�ZRXOG�OLNH�WR�KHDU�\RXU�YLHZV�RQ�WKH�H[WHQW�WR�ZKLFK�UHJXODWLRQ��LQ�WKH�³EULJKW�QHZ�ZRUOG�´�ZRXOG�EH�PRYLQJ�RII�VKRUH�DQG�LQWR�WKH�LQWHUQDWLRQDO�DUHQD�UDWKHU�WKDQ�WKH�GRPHVWLF�DUHQD���)RU�H[DPSOH��WKH�(XURSHDQ�8QLRQ�ZDV�FRQFHLYHG�DV�DQ�RUJDQL]DWLRQ�WR�SURPRWH�WUDGH�ZLWKLQ�(XURSH�DV�D�FRPPRQ�PDUNHW���+RZHYHU��PDQ\�SHRSOH�ZRXOG�FRPSODLQ�QRZ�WKDW�ZKLOH�WKDW�KDV�FHUWDLQO\�KDSSHQHG��DQG�WKH�DPRXQW�RI�LQWHUQDO�WUDGH�KDV�JUHDWO\�LQFUHDVHG��WKH�(8�KDV�DOVR�EHFRPH�D�PDMRU�UHJXODWRU\�DJHQF\�LQ�LWVHOI�EHFDXVH�RI�WKH�QHFHVVLW\�WR�GHYHORS�FRPPRQ�VWDQGDUGV�LQ�D�ZLGH�UDQJH�RI�DUHDV���'RHV�WKDW�PHDQ�WKDW��� DV�ZH�PRYH�GRZQ�WKH�OLEHUDOL]DWLRQ�DSSURDFK��PRYLQJ�IURP�WKH�PLFURFRVP��LI�\RX�OLNH��RI�WKH� ((�XQLW�WR�WKH�EURDGHU�LQWHUQDWLRQDO�DUHQD��� ZH�DUH�JRLQJ�WR�VHH�WKH�:72�KDYLQJ�WR�HVWDEOLVK�FRPPRQ�VWDQGDUGV�LQ�D�ZKROH�UDQJH�RI�DUHDV"��2U��DUH�ZH�JRLQJ�WR�VHH�PD\EH�D�KHJHPRQ\�RI�WKH�PDMRU�WUDGLQJ�SDUWQHUV�ZKR�ZLOO�LPSRVH�WKHLU�RZQ�VWDQGDUGV�LQ�HIIHFW�RQ�WKHLU�WUDGLQJ�SDUWQHUV�E\�YLUWXH�RI�WKHLU�PXVFOH"��
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$�VSHFLILF�H[DPSOH�KHUH�UHODWHV�D�UHFHQW�DQQRXQFHPHQW�WKDW�(J\SW�ZLOO�HDVH�LWV�HVWDEOLVKHG�LPSRUW�VWDQGDUGV�DQG�DFFHSW�WKH�VWDQGDUGV�RI�FHUWDLQ�PDMRU�WUDGLQJ�SDUWQHUV���6LPLODUO\�LQ�LWV�H[SRUW�WUDGH�Z LWK�(XURSH��(J\SW�DFFHSWV�WKH�VWDQGDUGV�HVWDEOLVKHG�DQG�LPSRVHG�E\�WKH�(XURSHDQV� �
6SHDNHU� 7KDW�LV�DQ�H[WUDRUGLQDULO\�GHHS�VXEMHFW��DV�\RX�NQRZ���7KHUH�LV�QR�TXHVWLRQ�LQ�P\�PLQG�WKDW�VRPH�DUHDV�RI�UHJXODWLRQ�ZLOO�EHFRPH�LQWHUQDWLRQDOL]HG��HLWKHU�WKURXJK� WKH�HVWDEOLVKPHQW�RI�HQWLWLHV�OLNH�:72�LQWHUQDWLRQDO�UHJXODWRU\�LQVWLWXWLRQV��DQG�FRXUWV�WR�HQIRUFH�WKHP��RU�WKURXJK�PXOWLODWHUDO�QHJRWLDWLRQV�DQG�WUHDWLHV���7KH�WUXWK�RI�WKDW�LV�GHPRQVWUDWHG�LQ�DQ\�FLUFXPVWDQFH�LQ�ZKLFK�QDWLRQDO�ERXQGDULHV�DUH�HVVHQWLDOO\�XVHG�DV�DQ�DUELWUDU\�PHDQV�WR�GHPDUFDWH�PDUNHWV�RU�WKH�FRQVHTXHQFHV�RI�DFWLRQV��� 2EYLRXVO\��LI�WKHUH�LV�JRLQJ�WR�EH�HIIHFWLYH�FRQWURO�RI�&2� JOREDO�ZDUPLQJ�LW�KDV�WR�EH�RI�DQ�LQWHUQDWLRQDO�FKDUDFWHU���1R�VLQJOH�FRXQWU\�FDQ�KDYH�D�PRQRSRO\�RQ�JOREDO�ZDUPLQ J��QR�PDWWHU�ZKDW�LW�GRHV���/LNHZLVH��UHJLRQDO�ZDWHU�DQG�DLU�SROOXWLRQ�SUREOHPV�W\SLFDOO\�WUDQVFHQG�QDWLRQDO�ERXQGDULHV���)RU�H[DPSOH��WKH�ZD\�WR�VWRS�DFLG�UDLQ�LQ�*HUPDQ\�LV�WR�SXW�FRQWUROV�RQ�SRZHU�SODQWV�LQ�(QJODQG���7KH�ZD\�WR�VWRS�DFLG�UDLQ�LQ�0DLQH�LV�WR�SXW�FRQWUROV�RQ�&DQDGD���/LNHZLVH��WKH�ZD\�WR�VWRS�LW�LQ�VRXWKHUQ�2QWDULR�LV�WR�SXW�FRQWUROV�RQ�SRZHU�SODQWV�LQ�WKH�PLG�ZHVW�RI�WKH�8QLWHG�6WDWHV���7KH�ERWWRP�OLQH�LV�WKDW�D�ORW�RI�WKLQJV�DUH�LQWHUQDWLRQDO����� 7HOHFRPPXQLFDWLRQV�LV�DOVR�D�ZRQGHUIXO�H[DPSOH�LQ�WKDW�WKH�QDWXUH�RI�WKH�WHFKQRORJ\�LV�VXFK�WKDW�LW�QR�ORQJHU�PDNHV�VHQVH�WR�WKLQN�RI�QDWLRQDO�QHWZRUNV���(YHQ�LQ�D�FRXQWU\�DV�ODUJH�DV�WKH�8QLWHG�6WDWHV��LW�PDNHV�QR�VHQVH�WR�WKLQN�RI�³WKH�8QLWHG�6WDWHV�WHOHFRPPXQLFDWLRQV�V\VWHP�´��7KLUWHHQ�SHUFHQW �RI�VLJQ�RQV�WR�WKH�,QWHUQHW�E\�$PHULFDQV�DUH�WR�ZHEVLWHV�LQ�RWKHU�FRXQWULHV���*LYHQ�WKDW��HLWKHU�WKHVH�UHJXODWRU\�SROLFLHV�DUH�JRLQJ�WR�EH�KHUHGLWDULO\�LQHIILFLHQW�EHFDXVH�RQH�QDWLRQ�ZLOO�QRW�WDNH�LQWR�DFFRXQW�WKH�LPSOLFDWLRQV�RI�ZKDW�LW�LV�GRLQJ�WR�DQRWKHU��RU�UHJXODWLRQ�ZLOO�QHHG�WR�EH�LQWHUQDWLRQDOL]HG��� �� +RZHYHU��WKHUH�DUH�D�ORW�RI�RWKHU�DUHDV��ZKHUH�LW�GRHV�PDNH�VHQVH�WR�WKLQN�RI�FRXQWULHV�DV�PDUNHWV���,Q�WKRVH�FDVHV�WKHUH�DUH�HIILFLHQF\�DGYDQWDJHV�WR�KDUPRQL]DWLRQ�WR�DGRSWLQJ�FRPPRQ�REMHFWLYHV��� %XW�WKHUH��LW�VHHPV�WR�PH�WKDW�ZH�PLJKW�EH�DEOH�WR�DUJXH��� DV�LQ�WKH�FDVH�RI�&DQDGLDQ�UHG�UDVSEHUULHV��RU�ERWWOHG�UHF\FOLQJ�UXOHV�LQ�'HQPDUN�DQG�*HUPDQ\��� WKDW�WKHVH�UHTXLUHPHQWV�KDYH�QRWKLQJ�WR�GR�ZLWK�WKH�VWDWHG�UHJXODWRU\�SXUSRVH���7KH\�DUH�MXVW�LQGLUHFW�WUDGH�EDUULHUV�WKDW�QHHG�WR�EH�QXOOLILHG� �� 2Q�WKH�RWKHU�KDQG��LI�D�FRXQWU\�ZDQWV�D�VWDQGDUG�RI�VDIHW\��KHDOWKIXOQHVV��RU�SHUIRUPDQFH�WKDW�LV�JUHDWHU�WKDQ�DQRWKHU�FRXQWU\��LW�VWULNHV�PH�WKDW�ZH�KDYH�QR�OHJLWLPDWH�EDVHV�WR�SUHYHQW�WKDW���2U��FRXQWULHV�
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FDQ�LQVLVW�WKDW�SHRSOH�KDYH�FRPPRQ�VWDQGDUGV�IRU�WKH�SXUSRVH�RI�FDSWXULQJ�VFDOH�HFRQRPLHV�RI�SURGXFWLRQ���7KHUH�DUH�VRPH�HIILFLHQF\�DGYDQWDJHV�WR�KDYLQJ�FRPPRQ�VWDQGDUGV���6RPH�FRXQWULHV� GH�IDFWR�KDYH�DSSUR[LPDWHO\�WKH�VDPH�REMHFWLYHV���,I�\RX�ORRN�DFURVV�WKH�(XURSHDQ�8QLRQ��WKH�8QLWHG�6WDWHV��-DSDQ�DQG�&DQDGD��DQG�H[DPLQH�ZKDW�WKH�SHUIRUPDQFH�UHTXLUHPHQWV�RI�PRVW�RI�WKHLU�HQYLURQPHQWDO�KHDOWK�DQG�VDIHW\�VWDQGDUGV�DUH��\RX�VHH�WKDW�WKH\�DUH�EDVLFDOO\�WKH�VDPH���,W�LV�MXVW�WKDW�WKH\�LPSOHPHQW�WKHP�GLIIHUHQWO\�DQG�FUHDWH�WUDGH�EDUULHUV�EHFDXVH�WKH\�WU\�WR�DFKLHYH�WKH�VDPH�REMHFWLYH�ZLWK�GLIIHUHQW�PHDQV� �� $�JHQHUDO�LQVLJKW��WKHUHIRUH��DSSHDUV�WR�EH�WKDW�VRPH�RI�DFWLRQV�DUH�FOHDUO\�IRU�WKH�SXUSRVH�RI�GLVWRUWLRQ�ZKLOH�RWKHUV�DUH�SHUIHFWO\�OHJLWLPDWH���,W�VHHPV�WR�PH�WKDW�LI�WKH�8QLWHG�6WDWHV�ZDQWV�WR�KDYH�WRXJKHU�VWDQGDUGV�IRU�GULQNLQJ�ZDWHU�WKDQ�)UDQFH��WKHQ�LW�VKRXOG�EH�DOORZHG�WR�GR�VR��LW�LV�ZLOOLQJ�WR�SD\�WKH�FRVW���,�WKLQN�ZKDW�ZH�KDYH�OHDUQHG�WKDW�D�YHU\�KLJK�IUDFWLRQ�LQ�WKH�GLIIHUHQFHV�RI�WKHVH�UHJXODWRU\�UX OHV�LV�QRW�IRU�WKH�SXUSRVHV�RI�GLIIHUHQFHV�RI�SHUIRUPDQFH��EXW�VLPSO\�GLVWRUWLRQV� �
3DUWLFLSDQW��,�DP�WU\LQJ�WR�LPDJLQH�\RXU�HQWLUH�SUHVHQWDWLRQ�FRQGHQVHG�LQWR�WZR�PDWUL[HV���RQH�ZLWK�WUDGH�EDUULHUV�DQG�LQWHUQDWLRQDO�WUDGH�VKRZLQJ�WKH�YDULDEOHV��DQG�WKH�VHFRQG�ZLWK�GRPHVWLF�UHJXODWLRQV�DQG�LQWHUQDWLRQDO�WUDGH�VKRZLQJ�WKRVH�YDULDEOHV���7KH�PDWUL[�PLJKW�PDNH�LW�D�OLWWOH�HDVLHU�WR�XQGHUVWDQG�RU�PHDVXUH�KRZ�ERWK�VFHQDULRV�ZRXOG�LPSDFW�RQ�LQWHUQDWLRQDO�WUDGH� �� 7KH�EDVLF�DVVXPSWLRQ�LV�WKDW�JOREDOL]DWLRQ�ZLOO��DQG�VKRXOG��EH�JRRG�IRU�HFRQRPLF�HIILFLHQF\���,�WKLQN�WKDW�IRU�GHYHORSLQJ�FRXQWULHV�LW�LV�D�OLWWOH�GLIILFXOW�WR�MXPS�YHU\�TXLFNO\�LQWR�JOREDOL]DWLRQ���,�UDWKHU�SUHIHU�WKH�LGHD�RI�UHJLRQDOL]DWLRQ�ILUVW���,W�LV�KDUG�WR�LPDJLQH�WKDW�WKH�VSHHG�RI�GHUHJXODWLRQ��RU� WKH�GRPHVWLF�GHUHJXODWLRQ�SURFHVV�LQ�GHYHORSLQJ�FRXQWULHV�FRXOG�EH�LPSOHPHQWHG�DW�WKH�VDPH�SDFH� �� ,Q�WKH�FDVH�RI�(J\SW��LW�PLJKW�EH�PRUH�HIIHFWLYH�DQG�VHFXUH�WR�WKLQN�LQ�WHUPV�RI�UHJLRQDO�UDWKHU�WKDQ�JOREDO�ILUVW�DQG�PRYH�IRUZDUG�IURP�WKHUH�EHFDXVH�ZH�KDYH �D�ORW�RI�SURWHFWLRQ�ZLWKLQ�WKLV�UHJLRQ���:KDW�LI�ZH�VWDUW�FRQVLGHULQJ�DOO�RI�WKH�YDULDEOHV�WKDW�\RX�PHQWLRQHG�UHJDUGLQJ�GRPHVWLF�GHUHJXODWLRQV�HIIHFWLQJ�UHJLRQDO�WUDGH�DQG�WKHQ�JUDGXDOO\�HQWHU�JOREDOL]DWLRQ�E\�DGMXVWLQJ�RXU�GRPHVWLF�SROLFLHV�WRZDUGV�WKH�JOREDOL]DWLRQ�SURFHVV"���+RZ�FDQ�ZH�PDQDJH�WKH�SURFHVV�SUXGHQWO\�DQG�FRQVLGHU�DOO�FRQVHTXHQFHV��EHFDXVH�LI�ZH�RSHQ�WKH�ZLQGRZ�YHU\�TXLFNO\�ZH�PLJKW�FDWFK�FROG"��7KH�TXHVWLRQ�UHDOO\�LV�RQH�RI�ZKHWKHU�WR�JR�UHJLRQDOO\�RU�PXOWLQDWLRQDOO\��DQG�ZKLFK�FDQ�ZH�DIIRUG��� $�UHODWHG�TXHVWLRQ�UHJDUGV�WKH�HYROXWLRQ�RI�WHFKQRORJ\�YLV �D�YLV�WKH�UHJXODWLRQ�DQG�SULFLQJ�SROLF\���$�JRRG�H[DPSOH�LV�ZKDW�KDSSHQHG�LQ�WKH�8QLWHG�6WDWHV��QRWDEO\�LQ�WKH�FRPPXQLFDWLRQV�VHFWRU��ZKHUH�UHJXODWLRQ�IDYRUHG�FRQVXPHUV�DW�WKH�H[SHQVH�RI�WKH�SULYDWH�VHFWRU��HVSHFLDOO\�LQWHUPHGLDWH�RU�PHGLXP�VL]H�EXVLQHVVHV�DQG�WKHLU�HPSOR\HHV��PDQ\�RI�ZKRP�ORVW�MREV���$UH�PHGLXP�VL]H�EXVLQHVVHV�DQG�PLG�OHYHO�
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HPSOR\HHV�H[SRVHG�WR�XQIDLU�FRPSHWLWLRQ��RU�VXIIHU�GLVDGYDQWDJH�GXH�WR�DGYDQFHV�LQ�WHFKQRORJ\�DQG�WKH�RYHU�VSHHG\�LPSOHPHQWDWLRQ�RI�UHJXODWRU\�SROLF\�UHIRUP�WKDW�IDYRUV�WKH�FRQVXPHU" �
6SHDNHU� 7KHVH�DUH�UHDOO\�WKH�VDPH�TXHVWLRQ���%RWK�TXHVWLRQV�LPSO\�WKDW�LI�JOREDOL]DWLRQ�DQG�OLEHUDOL]DWLRQ�DUH�VSHHGLHU��WKH\�DUH�OLNHO\�WR�EH�PRUH�GLVUXSWLYH���6R��WKH�LGHD�R I�VWDUWLQJ�RII�UHJLRQDOO\�ZLWK�FRXQWULHV�WKDW�DUH�OLNH�\RX�LQ�HFRQRPLF�VWUXFWXUH��FXOWXUH�DQG�HYHU\WKLQJ�HOVH��LV�HVVHQWLDOO\�D�SURSRVDO�WR�PRYH�VORZO\�DQG�PLQLPL]H�GLVUXSWLRQ���$QG��,�VKRXOG�WKLQN�WKLV�DSSURDFK�ZRXOG�EH�HVSHFLDOO\�DWWUDFWLYH�WR�(J\SW�ZKLFK�LV�VR�ELJ�UHODWLYH�WR�LWV�QHLJKERUV���,Q�D�UHJLRQDO�IUHH�WUDGH�]RQH��(J\SW�ZRXOG�KDYH�WKH�VDPH�VWDWXV�WKDW�WKH�8QLWHG�6WDWHV�KDV�ZLWK�1$)7$��DV�WKH�GRPLQDQW�SOD\HU� �
� /HW�PH�VWDUW�E\�DQVZHULQJ�WKH�VHFRQG�TXHVWLRQ��WKHQ�JR�WR�WKH�ILUVW���<RX�DUH�DEVROXWHO\ �ULJKW�WKDW�SROLF\�LQ�WKH�8QLWHG�6WDWHV��IRU�D�KRVW�RI�UHDVRQV�WKDW�ZRXOG�QRW�EH�SURGXFWLYH�WR�JR�LQWR�KHUH��LV�PXFK�PRUH�RULHQWHG�WRZDUGV�FRQVXPHUV�WKDQ�DQ\ZKHUH�HOVH�LQ�WKH�ZRUOG���,QGLYLGXDOLVP��ZKHWKHU�H[SUHVVHG�SROLWLFDOO\�RU�HFRQRPLFDOO\��KDV�HQRUPRXV�SROLWLFDO�FORXW�LQ�WKH�8QLWHG�6WDWHV���'HUHJXODWLRQ�LQ�WUDQVSRUWDWLRQ�EDQNUXSWHG�WZHQW\�ILYH�SHUFHQW�RI�WKH�ILUPV�LQYROYHG�LQ�WKH�LQGXVWU\�DQG�FDXVHG�WKH�SHRSOH�ZKR�ZRUNHG�IRU�WKRVH�ILUPV�WR�ORVH�WKHLU�MREV��DQG�WKH�SHRSOH�ZKR�LQYHVWHG�LQ�WKH�ILUPV�WR�OR VH�WKHLU�DVVHWV���7KH�IOLS�VLGH�RI�FRXUVH�LV�WKDW�WRWDO�HPSOR\PHQW�DQG�WRWDO�LQYHVWPHQW�LQ�WKRVH�LQGXVWULHV�VN\URFNHWHG���$OVR��WKHUH�DUH�PDQ\�PRUH�SLORWV�IO\LQJ�QRZ�IRU�$PHULFDQ�DLUOLQH�FRPSDQLHV�WKDQ�WKHUH�ZHUH�EHIRUH�GHUHJXODWLRQ��WKH\�DUH�MXVW�IO\LQJ�IRU�GLIIHUHQW�FRPSDQLHV���6R�WKH�GLVUXSWLRQ�ZDV�D�WUDQVLWLRQ�GLVUXSWLRQ��DQG�UHDOO\�PRVW�RI�WKH�FRVW�RI�GHUHJXODWLRQ�WRRN�WKH�IRUP�RI��ZDJHV�IRU�SLORWV�RU�WUXFN�GULYHUV�WKDW�ZHUH�RQ�WKH�RUGHU�RI�ILIWHHQ�SHUFHQW�ORZHU�LQ�UHDO�WHUPV� ��

%XW��RI�DOO�WKH�ORVVHV�VXIIHUHG�E\�LQYHVWRUV�ZKR�ZHQW�RXW�RI�EXVLQHVV��WKH�ELJJHVW�ZDV�E\�VWRFNKROGHUV�RI��(DVWHUQ�$LUOLQHV��3DQ�$PHULFDQ��DQG�%UDQLII��RU�RWKHUV�WKDW�ZHQW�EDQNUXSW���,�GR�QRW�WKLQN�DQ\�FRXQWU\�LQ�WKH�ZRUOG��DV�IDU�DV�,�FDQ�WHOO��KDV�D�VHW�RI��YDOXHV�DQG�SROLWLFDO�LQVWLWXWLRQV�WKDW�ZRXOG�DOORZ�WKDW�WR�KDSSHQ���6R�,�DP�KDSS\�DQG�DW�HDVH�ZLWK�JR�VORZ�SROLFLHV�WKDW�ZRXOG�QRW�DOORZ�WKDW�NLQG�RI�WKLQJ�WR�KDSSHQ���,�WKLQN�LW�LV�LPSRUWDQW�WR�EHDU�LQ�PLQG�KRZHYHU��WKDW�LQ�WKH�DLUOLQH�LQGXVWU\�IRU�HYHU\�MRE�WKDW�ZDV�ORVW�WKHUH�ZHUH�WZR�QHZ�MREV�FUHDWHG���7KDW�LV�D�UHOHYDQW�IDFW�WR�EHDU�LQ�PLQG� �,W�VHHPV�WR�PH�DJDLQ��WKDW�LW�GHSHQGV�RQ�ZKHUH�\RX�DUH���(YHU\�FRXQWU\�LQ�WKH�ZRUOG�KDV�UHJLRQDO�DQG��JOREDO�DUUDQJHPHQWV���$OPRVW�HYHU\�RQH�LV�D�PHPEHU�RI�*$77���(DFK�KDV�D�GLIIHUHQ W�WLPHWDEOH�IRU�ZKDW�LW�LV�JRLQJ�WR�GR��EXW�DOPRVW�HYHU\�RQH�KDV�ELODWHUDO�DJUHHPHQWV�ZLWK�QHDUE\�WUDGLQJ�QHLJKERUV���(YHU\�FRXQWU\�WR�VRPH�H[WHQW�LV�UHJLRQDO�DQG�HDFK�LV�WR�VRPH�H[WHQW�LQWHUQDWLRQDO���,W�LV�WUXH�WKDW�RQ�WKH�RQH�KDQG�
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WKH�HIILFLHQF\�JDLQV�DUH�JUHDWHU�LI�WKH�VFRSH�RI�WKH�WUDGLQJ�DJUHHPHQW�LV�EURDGHU���,W�LV�DOVR�WUXH�WKDW�LI�D�FRXQWU\�OLEHUDOL]HV�PRUH�UDSLGO\�ZLWK�FRXQWULHV�KDYLQJ�D�VLPLODU�HFRQRPLF�VWUXFWXUH��WKH�GLVUXSWLRQV�ZLOO�EH�OHVV�EHFDXVH�RI�WKH�YHU\�VDPH�UHDVRQ���+RZHYHU��LI�ILYH�DGM DFHQW�FRXQWULHV�DOO�KDYH�D�YHU\�LQHIILFLHQW�VHFWRU�FUHDWH�D�UHJLRQDO�WUDGLQJ�RUJDQL]DWLRQ��DOO�ILYH�ZLOO�FRQWLQXH�WR�EH�HTXDOO\�GLVDGYDQWDJHG�LQ�WKDW�VHFWRU���1R�RQH�FRXQWU\�LV�JRLQJ�WR�H[SHULHQFH�VRPH�PDVVLYH�ORVV��EHFDXVH�DOO�RI�WKHP�GR�QRW�GR�LW�YHU\�ZHOO����6R�LW�LV�D�VWUDLJKW�WUDGH�RII���+RZ�PXFK�GLVUXSWLRQ�DUH�\RX�ZLOOLQJ�WR�SXW�XS�ZLWK"��,I�\RX�DUH�ZLOOLQJ�WR�SXW�XS�ZLWK�YHU\�OLWWOH�WKHQ�HVWDEOLVK�OLEHUDOL]DWLRQ�UHODWLRQVKLSV�ZLWK�FRXQWULHV�WKDW�DUH�DV�LQHIILFLHQW�DV�\RX���7KH�8QLWHG�6WDWHV�FDQ�GR�WKDW���,W�FDQ�VD\��³:H�DUH�JRLQJ�WR�EH�UHDOO\�RSHQ�ZLWK�UHVSHFW�WR�0H[LFR��EHFDXVH�LW�GRHV�QRW�WKUHDWHQ�XV�ZLWK�DQ\WKLQJ�PXFK��EXW�9HQH]XHOD�KDV�D�UHDOO\�HIILFLHQW�RLO�LQGXVWU\��DQG�ZH�KDYH�WR�ZRUU\�DERXW�WKDW��VR�OHW¶V�PHVV�DURXQG�ZLWK�WKHLU�JDVROLQH�´��7KD W�LV�D�FODVVLF�VWRU\�DQG�LW�KDSSHQV�DOPRVW�HYHU\ZKHUH���,W�LV�SDUW�RI�WKH�WUDGH�RII���1RW�ZDQWLQJ�WR�GHVWDELOL]H�\RXU�RZQ�FRXQWU\�SROLWLFDOO\�E\�FDXVLQJ�PDVVLYH�GLVUXSWLRQ�LV�D�SHUIHFWO\�OHJLWLPDWH�DQG�YDOLG�JRDO���7KH�UHOHYDQW�SROLF\�LVVXH�LV�WR�DVVHVV�WKH�UHODWLYH�LPSRUWDQFH�RI�SURPRWLQJ�HFRQRPLF�JURZWK�YHUVXV�DYRLGLQJ�HFRQRPLF�FKDQJH�DQG�GLVUXSWLRQ���,I�LQWHUQDO�GLVUXSWLRQ�KDV�LQILQLWH�FRVW��WKHQ�REYLRXVO\��QR�DPRXQW�RI�HIILFLHQF\�JDLQHG�IURP�UHIRUP�LV�ZRUWK�LW���$Q\RQH�ZRXOG�EH�D�IRRO�WR�WHOO�\RX�WR�VDF ULILFH�LQILQLWH�YDOXH�IRU�D�ILQLWH�HIILFLHQF\�JDLQ��
&KDLUSHUVRQ� ,�ZDV�DOPRVW�JHWWLQJ�ZRUULHG�ZKHQ�\RX�VDLG�\RX�DUH�KDSS\�WKDW�FRXQWULHV�FDQ�GR�ZKDWHYHU��QR�PDWWHU�KRZ�PXFK�LW�FRVWV���,�JXHVV�,�IHOW�PRUH�FRPIRUWDEOH�DW�WKH�HQG�ZKHQ�\RX�PHQWLRQHG�WKDW�WKHU H�DUH�WUDGH�RIIV��DQG�WKHUH�DUH�FRVWV�RI�GLVUXSWLRQ�WKDW�DUH�PDQDJHDEOH�DQG�FRVWV�WKDW�DUH�QRW���%XW�RQ�WKDW�QRWH�WKDQN�\RX�YHU\�PXFK�LQGHHG��DQG�WKDQN�\RX�DOO�IRU�FRPLQJ��
�
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$33(1',;�/,67�2)�$77(1'((6�
3HWHU�%HHUZHUWK�(FRQRPLF�&RXQVHORU��(PEDVV\�RI�*HUPDQ\��5RVV�(GJDU�%LJHORZ�'LUHFWRU��2IILFH�RI�3ULYDWL]DWLRQ�	�)LQDQFH��86$,'�&DLUR�0LVVLRQ��'DYLG�%ODWKHUZLFN�$PEDVVDGRU��(PEDVV\�RI�WKH�8QLWHG�.LQJGRP��.KDOHG�(PDUD�6HFRQG�6HFUHWDU\��(J\SW�(8�3DUWQHUVKLS�8QLW��0LQLVWU\�RI�)RUHLJQ�$IIDLUV��+DOOD�)DUHV�� (FRQRPLVW��(&(6�
+LVKDP�$��)DKP\�� 'HSXW\�'LUHFWRU�	�'LUHFWRU�RI�$GPLQLVWUDWLRQ��)LQDQFH�	�&RPPXQLFDWLRQ��(&(6�
0DL�)DULG�� 5HVHDUFK�$VVLVWDQW��(&(6�
1DJXL�(O�)D\RXPL�6SHFLDO�$VVLVWDQW�WR�WKH�$VVRFLDWH�'LUHFWRU��7UDGH�	�,QYHVWPHQW��86$,'�&DLUR�0LVVLRQ��$KPHG�*DODO�� ([HFXWLYH�'LUHFWRU�	�'LUHFWRU�RI�5HVHDUFK��(&(6�
0DLVD�(O�*DPDO�([HFXWLYH�'LUHFWRU��(3,&��6DPLD�*XLUJXLV�$VVLVWDQW�5HVLGHQW�5HSUHVHQWDWLYH��8QLWHG�1DWLRQV�'HYHORSPHQW�3URJUDP��81'3���+DVVDQ�(O�+D\DZDQ�3URIHVVRU��)DFXOW\�RI�&RPPHUFH��$LQ�6KDPV�8QLYHUVLW\��0DUNHWLQJ�	�0DQDJHPHQW�&RQVXOWLQJ�&HQWHU��



(&(6�'/6����1ROO�2FWREHU�����

��

.KDOHG�,NUDP�5HVLGHQW�5HSUHVHQWDWLYH��7KH�:RUOG�%DQN��&DURO�.DOLQ�)LUVW�6HFUHWDU\��(FRQRPLF�6HFWLRQ��(PEDVV\�RI�WKH�8QLWHG�6WDWHV�RI�$PHULFD��-DPHV�.HQZRUWK\�7UDGH�$GYLVRU��'HYHORSPHQW�(FRQRPLF�3ROLF\�5HIRUP�$QDO\VLV�3URMHFW��'(35$��6DPLU�.RUD\HP��&RQVXOWDQW��(&(6�
$\PDQ�,��/D]�&KDLUPDQ�	�0DQDJLQJ�'LUHFWRU��$6.$�)LQDQFLDO�&RQVXOWDQWV��6XLOLQ�/LQJ�3ULQFLSDO��%RR]�$OOHQ�	�+DPLOWRQ�,QF���0RKDPHG�/RWI\�0DQVRXU�6HFUHWDU\�*HQHUDO��(&(6��0DQWUDF��5HQH�0LODV�(FRQRPLF�&RXQVHORU��(XURSHDQ�8QLRQ��)LRQD�0RIILWW�&RXQWU\�$XWKRU��7KH�(FRQRPLVW�,QWHOOLJHQFH�8QLW��6DKDU�1DVU�(FRQRPLVW��7KH�:RUOG�%DQN��$PDO�5LIDDW�� (FRQRPLVW��(&(6�
5DRXI�6DDG�'HSXW\�$VVLVWDQW�WR�WKH�0LQLVWHU�RI�)RUHLJQ�$IIDLUV�IRU�5HJLRQDO��(FRQRPLF�&RRSHUDWLRQ��'LQD�6DKHU�� 5HVHDUFK�$VVLVWDQW��(&(6�
*DQQDW�(O�6DPDORXW\�3URIHVVRU��(FRQRPLFV�'HSDUWPHQW��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH�0RQD�2PUDQ�(O�6KDIHL�
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3URJUDP�2IILFHU��86$,'�&DLUR�0LVVLRQ��*KDGD�6KHWD�3URMHFW�2IILFHU�(FRQRPLVW��,QWHJUDWHG�'HYHORSPHQW�&RQVXOWDQWV��0LFKDHO�6PLWK�$PEDVVDGRU��(PEDVV\�RI�$XVWUDOLD��<DVVHU�6REKL�� -RXUQDOLVW��(FRQRPLF�6HFWLRQ��$O�$KUDP�
(O�6D\HG�,EUDKLP�7RUN\�$WWDFKH�-XULGLTXH��(PEDVV\�RI�)UDQFH��
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5HIHUHQFHV�
%DWHV��5���������0DUNHWV�DQG�6WDWHV�LQ�7URSLFDO�$IULFD��%HUNHOH\���8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV��'RZQV��$���������$Q�(FRQRPLF�7KHRU\�RI�'HPRFUDF\���1HZ�<RUN���%DVLF�%RRNV��(J\SWLDQ�0LQLVWU\�RI�(FRQRP\�DQG�,QWHUQDWLRQDO�&RRSHUDWLRQ����������'HUHJXODWLRQ�RI�WKH�(J\SWLDQ�� (FRQRP\���2SWLRQV�IRU�,QFUHDVLQJ�(J\SW
V�&RPSHWLWLYHQHVV�LQ� � 0DULWLPH�3RUW�6HUYLFHV����5HSRUW�RQ�&RQIHUHQFH�3URFHHGLQJV��0LQLVWU\�RI�(FRQRP\�DQG�,QWHUQDWLRQDO�&RRSHUDWLRQ� �*DODO��$���-RQHV��/���7DQGRQ��3��DQG�9RJHOVDQJ��,��������:HOIDUH�&RQVHTXHQFHV�RI�6HOOLQJ�3XEOLF� (QWHUSULVHV��1HZ�<RUN���2[IRUG�8QLYHUVLW\�3UHVV��*DODO��$���������³,QFHQWLYHV�IRU�(FRQRPLF�,QWHJUDWLRQ�LQ�WKH�0LGGOH�(DVW����:RUNLQJ�3DSHU�1R������ (J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��*DODO��$��DQG�%��+RHNPDQ����������(J\SW�DQG�WKH�3DUWQHUVKLS�$JUHHPHQW�ZLWK�WKH�(8���7KH�5RDG�WR�� 0D[LPXP�%HQHILWV����:RUNLQJ�3DSHU�1R��������(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��*ROGVWHLQ��-�����������,QWHUQDWLRQDO�,QVWLWXWLRQV�DQG�'RPHVWLF�3ROLWLFV���&HQWHU�IRU�(FRQRPLF�3ROLF\�� 5HVHDUFK��6WDQIRUG�8QLYHUVLW\�.RQDQ��'���DQG�.��(��0DVNXV�����������-RLQW�7UDGH�/LEHUDOL]DWLRQ�DQG�7D[�5HIRUP�LQ�D�6PDOO�2SHQ�� (FRQRP\���7KH�&DVH�RI�(J\SW���XQSXEOLVKHG�PDQXVFULSW��0DUWLQHOOL��&��DQG�0��7RPPDVL�����������6HTXHQFLQJ�RI�(FRQRPLF�5HIRUPV�LQ�WKH�3UHVHQFH�RI�3ROLWLFDO�� &RQVWUDLQWV���(FRQRPLFV�DQG�3ROLWLFV����������������DQG�WKH�UHIHUHQFHV�WKHUHLQ��0F&XEELQV��0��'���5��*��1ROO��DQG�%��5��:HLQJDVW�����������6WUXFWXUH�DQG�3URFHVV��3ROLWLFV�DQG�3ROLF\���� $GPLQLVWUDWLYH�$UUDQJHPHQWV�DQG�WKH�3ROLWLFDO�&RQWURO�RI�$JHQFLHV���9LUJLQLD�/DZ�5HYLHZ��������������0F.LQQRQ��5��,����������/HVVRQV�RQ�6HTXHQFLQJ�)LQDQFLDO�5HIRUPV�LQ�$JULFXOWXUH���$�3HUVSHFWLYH�RQ�(J\SW���:RUNLQJ�3DSHU��'HSDUWPHQW�RI�(FRQRPLFV��6WDQIRUG�8QLYHUVLW\� �0RKLHOGLQ��0���������7KH�(J\SW�(8�3DUWQHUVKLS�DQG�WKH�/LEHUDOL]DWLRQ�RI�6HUYLFHV���:RUNLQJ�3DSHU�1R��� ���(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��1DWKDQ�$VVRFLDWHV�,QF� �������2SWLRQV�IRU�,QFUHDVLQJ�0DUNHW�&RPSHWLWLRQ�LQ�0DULWLPH�3RUW�6HUYLFHV��� 5HSRUW�IRU�WKH�*RYHUQPHQW�RI�(J\SW�DQG�86$,'��1ROO��5��*�����������,QWHUQDWLRQDOL]LQJ�5HJXODWRU\�5HIRUP���LQ�3LHWUR�1LYROD��&RPSDUDWLYH�'LVDGYDQWDJH��:DVKLQJWRQ���%URRNLQJV�,QVWLWXWLRQ��DQG�1ROO��5����,QWHUQDWLRQDOL]LQJ�5HJXODWRU\�5HIRUP���RS��FLW��1ROO��5��*����������(FRQRPLF�3HUVSHFWLYHV�RQ�WKH�3ROLWLFV�RI�5HJXODWLRQ���LQ�5LFKDUG�6FKPDOHQVHH�DQG�5REHUW�:LOOLJ��+DQGERRN�RI�,QGXVWULDO�2UJDQL]DWLRQ��1HZ�<RUN���1RUWK�+ROODQG�3XEOLVKHUV��2OVRQ��0���������7KH�/RJLF�RI�&ROOHFWLYH�$FWLRQ��&DPEULGJH��0DVV����+DUYDUG�8QLYHUVLW\�3UHVV���
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2UJDQL]DWLRQ�IRU�(FRQRPLF�&RRSHUDWLRQ�DQG�'HYHORSPHQW�����������3DUFHO�'HOLYHU\�LQ�WKH�*OREDO�� 0DUNHWSODFH���&RPPLWWHH�RQ�&RQVXPHU�3ROLF\��S����� �5RVVOHU��)����������(IILFLHQW�DQG�,QHIILFLHQW�,VVXH�/LQNDJHV�LQ�0XOWLODWHUDO�1HJRWLDWLRQV��$�&ULWLFDO�� ([DPLQDWLRQ�RI�WKH�
7UDGH�DQG���
�7UHQG���&HQWHU�IRU�(FRQRPLF�3ROLF\�5HVHDUFK��6WDQIRUG�8QLYHUVLW\� �6DFKV��-�����������$FKLHYLQJ�5DSLG�*URZWK���7KH�5RDG�$KHDG�IRU�(J\SW���'LVWLQJXLVKHG�/HFWXUH�6HULHV����� (J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��:RUOG�%DQN���������%XUHDXFUDWV�LQ�%XVLQHVV���7KH�(FRQRPLFV�DQG�3ROLWLFV�RI�*RYHUQPHQW�� 2ZQHUVKLS��1HZ�<RUN���2[IRUG�8QLYHUVLW\�3UHVV� �
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