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� �
� � �

� � �
� � �

� � �
� � �

� � �
� � �

-DQ��
�

)HE��
�

0DU��
�

$SU��
�

0D\��
�

-XQ��
� -XO��� $XJ��
�

6HS��
�

2FW��
�

1RY��
�

'HF��
�

-DQ��
�

)HE��
�

0DU��
�

$SU��
�

0D\��
�

-XQ��
� -XO��� $XJ��
�

6HS��
�

2FW��
�

1RY��
�

'HF��
�

-DQ��
�

)HE��
�

0DU��
�

$SU��
�

0D\��
�

-XQ��
�

,)&�,Q
GH[

�� � �� � � � �

,) &,) &



�
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� 7KH�VWDUWLQJ�SRLQW�LQ�WKH�DQDO\VLV�FDQ�EH�DVVHVVPHQW��ZKLFK�LV�HLWKHU�EDVHG�RQ�D�WRS�GRZQ�RU�D�ERWWRP�XS�DSSURDFK�WR�LQYHVWPHQW��7RS�GRZQ�DSSURDFK�DVVXPHV�DQ�DQDO\VLV�RI�PDFURHFRQRPLF�LQGLFDWRUV�DQG�WKHQ�ORRNV�DW�LQGLYLGXDO�FRPSDQLHV�ZKLOH�WKH�ERWWRP�XS�DSSURDFK�IRFXVHV�SULPDULO\�RQ�FRPSDQ\�IXQGDPHQWDOV�
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,Q�HPHUJLQJ�PDUNHWV��LQWHUQDWLRQDO�LQYHVWRUV�SULPDULO\�H[DPLQH�WKH�PDFUR�LQGLFDWRUV�LQ�RUGHU�WR�DVVHVV�WKH�GRPHVWLF�FXUUHQF\�ULVN�H[SRVXUH��)RU�H[DPSOH��D�GROODU�EDVHG�LQYHVWRU�ZLOO�FDOFXODWH�HVWLPDWHG�UHWXUQV�RQ�HTXLW\�LQYHVWPHQWV�RQ�D�GROODU�EDVLV�DQG�ZLOO�DOVR�ZDQW�WR�GHWHUPLQH�ZKHWKHU�WKHUH�DUH�DQ\�FXUUHQF\�KHGJLQJ�LQVWUXPHQWV��(J\SW�DW�WKH�PRPHQW�LV�D�GROODU HFRQRP\�DQG�KDV�HQMR\HG�H[FKDQJH�UDWH�VWDELOLW\��ZKHUHDV�LQ�RWKHU�PDUNHWV�ZLWK�DQ�HQGHPLF�LQIODWLRQ�UDWH��OLNH�7XUNH\��LQYHVWRUV�KDYH�WR�WDNH�WKH�FXUUHQF\�ULVN�LQWR�DFFRXQW��1HYHUWKHOHVV��EHFDXVH�RI�WKH�OLTXLGLW\�RI�WKH�7XUNLVK�PDUNHW��LQWHUQDWLRQDO�LQYHVWRUV�VWLOO�PDNH�XS��� SHUFHQW�RI�WKH�DFWLYLW\��GHVSLWH�ZHDN�IXQGDPHQWDOV��7KH�LQYHVWRUV¶�QH[W�FRQVLGHUDWLRQ��DIWHU�OLTXLGLW\�DQG�GHSWK��LV�VHFWRUDO�DQG�FRPSDQ\�IXQGDPHQWDOV�0RVW�LQWHUQDWLRQDO�LQYHVWRUV�LQ�WKH�(J\SWLDQ�PDUNHW�IDOO�LQWR�WKH�JURZWK�LQYHVWRU�FDWHJRU\��UHO\LQJ�RQ�SRUWIROLR�FRXQWU\�IXQGV�DQG�HPHUJLQJ�PDUNHW�IXQGV��,Q������������LQWHUQDWLRQDO�LQYHVWRUV�WRRN�DQ�LQWHUHVW�LQ�WKH�(J\SWLDQ�VWRFN�PDUNHW��)LYH�JOREDO�GHSRVLWRU\�UHFHLSW��*'5��LVVXHV�LQ�/RQGRQ�ZHUH�DFWLYHO\�WUDGHG�ZLWK�D�WXUQRYHU�RI����� PLOOLRQ��7KLV�OHG�WR�VHYHUDO�UHVHDUFK�UHSRUWV�RQ�WKH�(J\SWLDQ�PDUNHW��7KHUH�KDV�EHHQ�OLWWOH�LQWHUHVW�IURP�WKH�WKLUG�FDWHJRU\��ZKLFK�LV�PDLQO\�LQ�WKH�IRUP�RI�KHGJH�IXQGV�GXH�WR�WKH�DEVHQFH�RI�IXWXUHV�DQG�RSWLRQ�LQVWUXPHQWV��,Q����������WR�GDWH���LQWHUQDWLRQDO�LQYHVWRUV�KDYH�LQYHVWHG�DSSUR[LPDWHO\����� ELOOLRQ�GROODUV��,Q�������QR�QHZ�*'5V�ZHUH�IORDWHG��KRZHYHU��D�QXPEHU�RI�SULYDWH�SODFHPHQWV�DWWUDFWHG�LQWHUQDWLRQDO�GHPDQG�,Q�������WKH�/RQGRQ�6WRFN�([FKDQJH�SXEOLVKHG�D�OLVW�RI�LWV�WRS����WUDGHG�*'5�VWRFNV�LQFOXGLQJ�WZR�LVVXHUV�IURP�(J\SW��6HH�([KLELW��� 7KH�/RQGRQ�([FKDQJH�LV�VHHLQJ�D�JURZLQJ�QXPEHU�RI�QHZ�OLVWLQJV�IURP�HPHUJLQJ�PDUNHWV��DQG�LW�KDV�D�YDOXDEOH�UROH�WR�SOD\�LQ�FKDQQHOLQJ�LQYHVWPHQW�WR�WKH�IDVW�JURZLQJ�HFRQRPLHV�RI�WKH�ZRUOG��7KH�([FKDQJH�RSHUDWHV�D�VSHFLILF�HPHUJLQJ�PDUNHWV�VHFWRU�RQ�6($4�LQWHUQDWLRQDO��,Q����������FRPSDQLHV�IURP�HPHUJLQJ�PDUNHWV�FKRVH�/RQGRQ�OLVWLQJV�RI����� ELOOLRQ��LQFOXGLQJ�WKH�ILUVW�FRPSDQLHV�WR�OLVW�LQ�/RQGRQ�IURP�(J\SW��&KLQD��-RUGDQ�DQG�/DWYLD���6HH�([KLELW��� %\�WKH�HQG RI�����������FRPSDQLHV�IURP�HPHUJLQJ�PDUNHWV�ZHUH�OLVWHG�RQ�WKH�/RQGRQ�H[FKDQJH��$OWKRXJK�WKHUH�ZHUH�ILYH�QHZ�(J\SWLDQ�LVVXHV�RQ�WKH�/RQGRQ�([FKDQJH�LQ�������DQG�WKH�WUDGLQJ�YROXPH�LQ�(J\SWLDQ�*'5V�DPRXQWHG�WR����� PLOOLRQ�LQ�WKH�ODVW����PRQWKV��WKHUH�KDYH�EHHQ�QR�QHZ�LVVXH�OLVWLQJV�IRU�(J\SW�LQ�������,Q�WKH�/RQGRQ�VHFRQGDU\�PDUNHW��WKH����PRVW�DFWLYH�*'5V�LQFOXGH�WZR�
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(J\SWLDQ�FRPSDQLHV��7KH�/RQGRQ�6WRFN�([FKDQJH�UHTXLUHV�DW�OHDVW�WZR�PDUNHW�PDNHUV�WR�EH�LQ�D�*'5�WR�HQVXUH�WKDW�WKH�PDUNHW�LV�OLTXLG�
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([KLELW�����7KH����$FWLYH�*OREDO�'HSRVLWRU\�5HFHLSWV�RQ�WKH�/RQGRQ�6WRFN�0DUNHW������&RPSDQ\ &RXQWU\ 7XUQRYHU�9DOXH 1XPEHU�RI�0LOOLRQ��� %DUJDLQV6WDWH�%DQN�RI�,QGLD ,QGLD ����� �����6DPVXQJ�(OHFWULF 6RXWK�.RUHD ��������� �����9LGHVK�6DQFKDU�1LJDP ,QGLD ����� �����$FHU 7DLZDQ ������ �����3OLYD &URDWLD ����������������� �����+HOOHQLF�7HOHFRP�2UJDQL]DWLRQ *UHHFH ������������������� ���&RPPHUFLDO�,QWHUQDWLRQDO�%DQN (J\SW ����������������� �����+RXVLQJ�DQG�&RPPHUFLDO�%DQN 6RXWK�.RUHD ��������� �����%RURVGFKHP +XQJDU\ ����������������� �����.RRNPLQ�%DQN����� 6RXWK�.RUHD ����� �����$VXVWHN�&RPSXWHU���� 7DLZDQ ������������������ �����,QGXVWULDO�&UHGLW�DQG�,QYHVWPHQW ,QGLD ����� �����6LOLFRQ�3UHFLVLRQ�,QGXVWULHV 7DLZDQ ����������������� �����%6(6 ,QGLD ������������� �����$VKDQWL�*ROGILHOGV *KDQD ����������������� �����6XH]�&HPHQW� (J\SW ����������������� ������.RPHFQL�%DQN������������ &]HFK�5HSXEOLF ����������������� �����.*0+�3ROVND�0LHG]��� 3RODQG ����������������� �����%DMDM�$XWR���������� ,QGLD ����������������� �����&KR�+XQJ�%DQN���� 6RXWK�.RUHD ����������������� �����7RWDO� ���������������� ������6RXUFH��/RQGRQ�6WRFN�([FKDQJH��)DFWERRN�������
([KLELW�����,QWHUQDWLRQDO�/LVWLQJV�RQ�WKH�/RQGRQ�6WRFN�([FKDQJH&RXQWU\�RI�,QFRUSRUDWLRQ���������1XPEHU�RI�/LVWLQJV��$UJHQWLQD �%DKUDLQ �%UD]LO �%ULWLVK�9LUJLQ�,VODQGV �&KLQD �&RRN�,VODQGV �&URDWLD �&]HFK�5HSXEOLF �(J\SW �*KDQD� �+XQJDU\ �,QGLD ��,QGRQHVLD �,VUDHO �-RUGDQ �.HQ\D �/DWYLD �/HEDQRQ �0DOD\VLD �0DXULWLXV� �0RURFFR� �3DQDPD �3DSXD�1HZ�*XLQHD �3RODQG �5XVVLD �6ORYHQLD �6RXWK�$IULFD ��6RXWK�.RUHD ��7DLZDQ� ��7KDLODQG �7XUNH\ �=DPELD �=LPEDEZH �7RWDO��� ���6RXUFH��/RQGRQ�6WRFN�([FKDQJH��)DFWERRN �������
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,W�LV�LPSRUWDQW�WR�SRLQW�RXW�WKDW�LQ�������*'5�LVVXHV�ZHUH�LQVWUXPHQWDO�LQ�EULQJLQJ�WKH�(J\SWLDQ�PDUNHW�WR�WKH�DWWHQWLRQ�RI�LQYHVWRUV�DQG�ZHUH�DOVR�XVHIXO�LQ�UDLVLQJ�FDSLWDO��,W�LV�ZRUWK�FRPSDULQJ�WKH�PDUNHWLQJ�PHWKRGRORJ\�RI�WZR�MRLQW�YHQWXUH�EDQN�HTXLW\�RIIHULQJV��D�*'5�RIIHULQJ�IRU�0LVU�,QWHUQDWLRQDO�%DQN��0,%DQN��DQG�D�GRPHVWLF�RIIHULQJ�IRU�WKH�(J\SWLDQ�$PHULFDQ�%DQN��($%���%RWK�LVVXHV�ZHUH�RIIHUHG�LQ�WKH�VDPH�WLPH�IUDPH�LQ������DQG�HOLFLWHG�GLIIHUHQW�OHYHOV�RI�LQWHUHVW�IURP�LQYHVWRUV��7KH�ILUVW�ZDV�VXFFHVVIXOO\�SULFHG�DQG�WKH�LVVXH�ZDV�RYHUVXEVFULEHG��ZKLOH�WKH�VHFRQG�LVVXH��D�PXFK�VPDOOHU�RIIHULQJ��ZDV�QRW�ZHOO�UHFHLYHG�DQG�KDG�GLIILFXOW\�EHLQJ�SODFHG��7KHVH�WZR�FDVHV�KLJKOLJKW�WKH�GLIIHUHQFHV�LQ�WKH�SUH�VHOOLQJ�DSSURDFK��WKH�RIIHULQJ�PHWKRGRORJ\��DQG�WKH�LPSOHPHQWDWLRQ�RI�SULFLQJ�DQG�DOORWPHQW�LQ�*'5V�FRPSDUHG�WR�WKH�GRPHVWLF�PDUNHW�RIIHULQJV��$�VWXG\�RI�WKLV�FRPSDULVRQ�ZRXOG�GHPRQVWUDWH�WR�LQYHVWRUV�DQG�LVVXHUV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�GRPHVWLF�PDUNHW�LQ�(J\SW�DQG�WKH�*'5�PDUNHW��*HQHUDOO\�VSHDNLQJ��LQWHUQDWLRQDO�LQYHVWRUV¶�DFWLYLW\�RQ�WKH�(J\SWLDQ�6WRFN�0DUNHW�LQ����� ZDV�SUHGRPLQDQWO\�RQ�WKH�EX\�VLGH�DW�/(��� ELOOLRQ�ZLWK�/(��� ELOOLRQ�RQ�WKH�VHOO�VLGH��7KLV�UHSUHVHQWHG�/(���� ELOOLRQ�RU��� SHUFHQW�RI�WRWDO�WUDGLQJ�DFWLYLW\��$V�VHHQ�LQ�([KLELW����WKLV�UHSUHVHQWV��� SHUFHQW�RQ�WKH�EX\�VLGH�DQG��� SHUFHQW�RQ�WKH�VHOO�VLGH��([KLELW���JLYHV�WKH�EUHDNGRZQ�RI�LQWHUQDWLRQDO�LQYHVWRUV¶�DFWLYLW\�LQ�WKH�ILUVW�VL[�PRQWKV�RI�������,W�LQGLFDWHV�WKDW�WKH�LQWHUQDWLRQDO�LQYHVWRU�LV�VWLOO�DFWLYH�LQ�WKH�(J\SWLDQ�PDUNHW�FRQWUROOLQJ��� SHUFHQW�RI�WKH�WRWDO�YDOXH�/(��� ELOOLRQ�ZLWK��� SHUFHQW�RQ�WKH�EX\�VLGH�DQG��� SHUFHQW�RQ�WKH�VHOO�VLGH��,Q�WKH�PRQWKV�RI�0D\�DQG�-XQH��KRZHYHU��WKHVH�LQYHVWRUV�EHFDPH�QHW�EX\HUV�RQFH�DJDLQ��
([KLELW�����,QWHUQDWLRQDO�,QYHVWRUV
�7UDGLQJ�$FWLYLW\�LQ�-DQXDU\�-XQH�����0RQWK %X\LQJ�9DOXH��PLOOLRQ�/(� ��7RWDO�9DOXH7UDGHG 6HOOLQJ�9DOXH�PLOOLRQ�/(� ��7RWDO�9DOXH����������7UDGHG 7RWDO�9DOXH����7UDGHG-DQXDU\ ������ ����� ������ ����� ������)HEUXDU\ ������ ����� ������ ����� ��������0DUFK ����� ����� ������ ����� ��������$SULO ������ ����� ������ ����� ������0D\ ������ ����� ������ ����� ��������-XQH ������ ����� ������ ����� ��������7RWDO �������� ����� �������� ����� ��������6RXUFH��&DLUR�DQG�$OH[DQGULD�6WRFN�([FKDQJHV�
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([KLELW�����)RUHLJQ�YV��/RFDO�,QYHVWRUV�LQ�7HUPV�RI�9DOXH�7UDGHG��-DQXDU\�± -XQH������

6RXUFH��&DLUR�DQG�$OH[DQGULD�6WRFN�([FKDQJHV�
$�&RPSDULVRQ�RI�,QWHUQDWLRQDO�,QYHVWRUV¶�$FWLYLW\�LQ�(PHUJLQJ�0DUNHWV�7KH�(J\SWLDQ�VWRFN�PDUNHW�KDV�H[SHULHQFHG�WUHPHQGRXV�FDSLWDO�PDUNHW�JURZWK�VLQFH�������KRZHYHU��LW�LV�XVHIXO�WR�FRPSDUH�(J\SW¶V�SURJUHVV�ZLWK�WKDW�RI�RWKHU�HPHUJLQJ�PDUNHWV��7KLV�UHTXLUHV�H[DPLQLQJ�WKH�NH\�IDFWRUV�ZKLFK�LQWHUHVW�LQWHUQDWLRQDO�LQYHVWRUV��ILUVW��PDUNHW�OLTXLGLW\��GHSWK�DQG�FDSLWDOL]DWLRQ��VHFRQG��FRPSDQ\�IXQGDPHQWDOV��DQG�ILQDOO\��(J\SW¶V�PDFURHFRQRPLF�LQGLFDWRUV�$FFRUGLQJ�WR�D�%XVLQHVV�:HHN VXUYH\�RI�-XO\�������WKHUH�LV�QRW�D�VLQJOH�(J\SWLDQ�FRPSDQ\�IHDWXUHG�DPRQJ�WKH�WRS�����FRPSDQLHV�LQ�HPHUJLQJ�PDUNHWV��([KLELW���VKRZV�WKDW�FRPSDQLHV�IURP�0RURFFR��$PPDQ��7XUNH\��WKH�&]HFK�5HSXEOLF��*UHHFH�DQG�+XQJDU\�KDYH MRLQHG�WKLV�UDQNLQJ�DIWHU�WKH�GHFOLQH�LQ�6RXWKHDVW�$VLDQ�VWRFNV��,QYHVWRUV�SXOOLQJ�RXW�RI�$VLD�KDYH�JUDYLWDWHG�WR�WKHVH�PDUNHWV��7KXV��LQ�������*UHHFH¶V�LQGH[��IRU�H[DPSOH��LQFUHDVHG�E\��� SHUFHQW�DQG�7XUNH\¶V�E\��� SHUFHQW��&RPSDQLHV�WKDW�KDYH�MRLQHG�WKLV�UDQNLQJ�UHSUHVHQW�GLIIHUHQW�HFRQRPLF�VHFWRUV��QDPHO\�EDQNLQJ��WHOHFRPPXQLFDWLRQV��PXOWL�LQGXVWU\�JURXSV��HQHUJ\��RLO��DLUOLQHV�DQG�FHPHQW��,W�LV�DOVR�HYLGHQW�IURP�WKH�VXUYH\�WKDW�WKH�FRPSDQLHV�EHVW�LQVXODWHG�IURP�WKH�GHIODWLRQDU\�IRUFHV�DUH�WKRVH�LQ�KLJK JURZWK�LQGXVWULHV��VXFK�DV�WHOHFRPPXQLFDWLRQV��ZKLFK�GRPLQDWH�WKH�WRS����FRPSDQLHV�RQ�WKH�HPHUJLQJ�PDUNHW�OLVW��QDPHO\�WKH�WHOHFRP�FRPSDQLHV�RI�*UHHFH��0H[LFR��&KLQD��DQG�%UD]LO�([KLELW���GHPRQVWUDWHV�WKDW�VRPH�PDUNHWV�KDYH�FKDUDFWHULVWLFV�WKDW�VKRXOG�VHUYH�DV�LQGLFDWRUV�WR�JXLGH�WKH�SURFHVV�RI�IRUPXODWLQJ�D�SODQ�IRU�WKH�(J\SWLDQ�FDSLWDO�PDUNHW��)RU�H[DPSOH��*UHHFH�DQG�RWKHU�(XURSHDQ�PDUNHWV�Y\LQJ�IRU�(XURSHDQ�0RQHWDU\�8QLW��(08��PHPEHUVKLS�DUH�XQGHUJRLQJ�D�FRQYHUJHQFH�RI�PDFURHFRQRPLF�LQGLFDWRUV�ZLWK�D�GRZQZDUG�WUHQG�LQ�LQWHUHVW�UDWHV��7KLV�LV�FDXVLQJ�D�VKLIW�IURP�EDQN�GHSRVLWV�DQG�
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IL[HG�LQFRPH�WR�VKDUHV��6HYHQ�(XURSHDQ�FRXQWULHV�H[SHULHQFHG�PXWXDO�IXQG�JURZWK�UHDFKLQJ���� ELOOLRQ�LQ�WKH�ILUVW�VL[�PRQWKV�RI�������,WDO\��IRU�H[DPSOH��KDG�D����� ELOOLRQ�HTXLW\�PXWXDO�IXQG�LQIORZ�LQ�0DUFK��:LWK�WKH�PDUNHW�EHLQJ�GULYHQ�E\�ORZHU�LQWHUHVW�UDWHV�LQ�DGGLWLRQ�WR�WKH�DERYH�PHQWLRQHG��HPHUJLQJ�(XURSH�LV�QRZ�RI�SULPH�LQWHUHVW�WR�IXQG�PDQDJHUV�
([KLELW�����&RPSDQLHV�/LVWHG�$PRQJ�WKH�7RS�����(PHUJLQJ�0DUNHW�&RPSDQLHV
7XUNH\ &]HFK�5HS� 0RURFFR -RUGDQ *UHHFH +XQJDU\7XUNL\H�,V�%DQNDVL������0LOOLRQ���� � %DQNLQJ 637�7HOHFRP������0LOOLRQ������ 7HOHFRP

2PQLXP�1RUG�$IULFDQ��21$�������0LOOLRQ�������±0XOWL�,QGXVWU\
$UDE�%DQN������0LOOLRQ�������� %DQNLQJ

+HOOHQLF�7HOHFRP�2UJDQL]DWLRQ�������0LOOLRQ����� 7HOHFRP
0$7$9������0LOOLRQ������ (QJLQHHULQJ

7XSUDV±7XUNL\H�3HWURO�5DILNHULOHU������0LOOLRQ������ 2LO
+HOOHQLF�%RWWOLQJ������0LOOLRQ������ %HYHUDJHV

0RO�0DJ\DU�2ODMHV�*D]LSDUL������0LOOLRQ������� (QHUJ\$NEDQN������0LOOLRQ������ %DQNLQJ
1DWLRQDO�%DQN�RI�*UHHFH������0LOOLRQ������ %DQNLQJ+$&,�2PDU6DEDQFL�+ROGLQJ������0LOOLRQ������0XOWL�,QGXVWU\
$/3+$�&UHGLW�%DQN������0LOOLRQ������� %DQNLQJ.2&�+ROGLQJ������0LOOLRQ������� ,QGXVWU\
(5*2�%DQN������0LOOLRQ������� %DQNLQJ7XUN�+DYD�<ROODUL������0LOOLRQ��������$LUOLQHV
7LWDQ�&HPHQW������0LOOLRQ�������± &HPHQW

<DSL±9H�.UHGL�%DQNVL������0LOOLRQ������� %DQNLQJ3HWNLP�3HWURNLP\D�+ROGLQJ�������0LOOLRQ������� 2LO3HWURO�2ILVL������0LOOLRQ�������� 2LO7XUNL\H�%DQNDVL������0LOOLRQ�������� %DQNLQJ6KRZV�QDPH�RI�FRPSDQ\��PDUNHW�FDSLWDOL]DWLRQ��UDQNLQJ�LQ�����VKDUHV��DQG�VHFWLRQ�JURXSLQJ��6RXUFH��%XVLQHVV�:HHN�����-XO\������
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2WKHU�HPHUJLQJ�PDUNHWV�DUH�VXIIHULQJ�IURP�VHYHUH�SULFH�GURSV��ZKLFK��LQ�WXUQ��KDYH�FDXVHG�OLTXLGLW\�VKULQNDJH�LQ�WKRVH�PDUNHWV��7KLV�KDV�FDXVHG�LQWHUQDWLRQDO�LQYHVWRUV�WR�UHWUHDW�DQG�SODFH�D�KLJKHU�ULVN�SUHPLXP�RQ�WKHLU�HTXLWLHV��<HW�D�PDUNHW�VXFK�DV�7XUNH\��ZKLFK�KDV�ULVHQ��� SHUFHQW�WR�GDWH�WKLV�\HDU��FRQWLQXHV�WR�HQMR\�D�OLTXLGLW\�RI����� PLOOLRQ�WUDGHG�SHU�GD\�LQ�HTXLWLHV���� SHUFHQW�LQWHUQDWLRQDO���7KLV�ULVH�LV�WDNLQJ�SODFH�GHVSLWH�QHJDWLYH�PDFURHFRQRPLF�IXQGDPHQWDOV�VXFK�DV�LQIODWLRQ��SROLWLFDO�LQVWDELOLW\�DQG�EXGJHW�GHILFLWV��/LTXLGLW\�LV�WKHUHIRUH�WKH�SULPDU\�UHTXLUHPHQW�IRU�ERWK�LQWHUQDWLRQDO�LQYHVWRUV�DQG�GRPHVWLF�LQVWLWXWLRQV�DQG�VKRXOG�EH�D�YLWDO�FRPSRQHQW�IRU�(J\SW¶V�FDSLWDO�PDUNHW�SODQ�$OWKRXJK�HPHUJLQJ�PDUNHWV�KDYH�KDG�WKHLU�SUREOHPV�LQ�WKH�SDVW�\HDU��WKH�SULFH�SHUIRUPDQFH�LQ�86�GROODU�WHUPV�VKRZV�WKDW�VRPH�RI�WKHVH�PDUNHWV�DOVR�HQMR\HG�VSHFWDFXODU�UHWXUQV�IRU�WKH�VDPH�\HDU��6HH�([KLELW��� 1HYHUWKHOHVV��WKH\�UHPDLQ�YRODWLOH�DQG�KDYH�WURXEOH�VXVWDLQLQJ�UHWXUQV��5XVVLD��WKH�VWHOODU�SHUIRUPHU�RI�������LV�QRZ�IDFLQJ�GHYDOXDWLRQ�DQG�WKH�VWRFN�PDUNHW�LV�GHFOLQLQJ�UDSLGO\��0HDQZKLOH��*UHHFH��7XUNH\�DQG�0RURFFR�DUH�SHUIRUPLQJ�ZHOO�LQ�������:KDW�GRHV�WKH�(J\SWLDQ�PDUNHW�RIIHU�WR�LQYHVWRUV�LQ�HPHUJLQJ�PDUNHWV"�3ODFLQJ�WKH�(J\SWLDQ�PDUNHW�DPRQJ�HPHUJLQJ�PDUNHWV��LW�LV�LPSRUWDQW�WR�NHHS�LQ�PLQG�WKH�ILJXUHV�OLVWHG�LQ�([KLELW����ZKHUH�(J\SW�UHSUHVHQWV������SHUFHQW�RI�WRWDO�HPHUJLQJ�PDUNHW�FDSLWDOL]DWLRQ��
([KLELW�����3ULFH�3HUIRUPDQFH�LQ�86��7HUPV%HVW�(PHUJLQJ�0DUNHW ��3ULFH�,QFUHDVH�������%HVW�0DMRU�0DUNHWV ��3ULFH�,QFUHDVH������5XVVLD�$.0�&RPSRVLWH� ����� 6ZLW]HUODQG�6%&�*HQHUDO ����������+XQJDU\�%XGDSHVW�6(�� ����� )LQODQG�+HOVLQNL�6(� ����������,VUDHO�0LVKWDQLP����� ���� 6ZLW]HUODQG�6%& ����������%UD]LO�%RYHVSD� ���� )LQODQG�+HOVLQNL�6(� ����������3RODQG�:DUVDZ�*HQHUDO ����� +RQJ�.RQJ�+DQJ�6HQJ� �����������&KLQD�6KDQJKDL�&RPSRVLWH ����� +RQJ�.RQJ�+DQJ�6HQJ����� ����6RXUFH��0HUULOO�/\QFK��6HSWHPEHU������
([KLELW����&RPSDULVRQ�RI�0DUNHW�&DSLWDOL]DWLRQ:RUOG�6WRFN�0DUNHW�&DSLWDOL]DWLRQ� ��������� ELOOLRQ7RWDO�(PHUJLQJ�0DUNHWV�&DSLWDOL]DWLRQ �������� ELOOLRQ�������(PHUJLQJ�$VLD� �������� ELOOLRQ(PHUJLQJ�/DWLQ�$PHULFD�� ������ ELOOLRQ(PHUJLQJ�(XURSH�0LGGOH�(DVW ������ ELOOLRQ(PHUJLQJ�6XE�6DKDUDQ�$IULFD ������ ELOOLRQ,QFOXGHV�(J\SW�DW���� ELOOLRQ�PDUNHW�FDS�RU����� SHUFHQW�RI�HPHUJLQJ�PDUNHW�FDSLWDOL]DWLRQ��6RXUFH�0HUULOO�/\QFK��6HSWHPEHU������
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([KLELW�����&RPSDULVRQ�RI�7RS����0DUNHW�&DSLWDOL]DWLRQV�IRU�6HOHFWHG�0(1$�&RXQWULHV
7XUNH\ 0DUNHW�&DS��0LOOLRQ�86�� 0RURFFR 0DUNHW�&DS��0LOOLRQ�86�� (J\SW 0DUNHW�&DS��0LOOLRQ�86�� -RUGDQ 0DUNHW�&DS��0LOOLRQ�86�� 2PDQ 0DUNHW�&DS��0LOOLRQ�86�� %HLUXW 0DUNHW�&DS� Q�

7XQLVLD 0DUNHW�&DS� Q�7XUNL\H�,VEDQN�$ ����� 21$�+ROGLQJ�&R� ����� 6XH]�&HPHQW ��� $UDE�%DQN ����� 2PDQ�,QW¶O��%DQN ��� 6ROLGHUH�$ ����� 7XQLV�$LU ���
7XUNL\H�,VEDQN�& ����� %&0�%DQN ����� $EX�.HLU�)HUWLOL]HUV ��� $UDE�3RWDVK ��� 1DWLRQDO�%DQNRI�2PDQ ��� 6ROLGHUH�% ��� %,$7 ���
7XSUDV ����� %0&(�%DQN ����� (J\SWLDQ�$OXPLQXP ��� +RXVLQJ�%DQN ��� &RPPHUFLDO�%DQN�RI�2PDQ ��� %DTXH�$XGL ��� %DQTXH�GH�7XQLVLH ���
$NEDQN ����� 61,�+ROGLQJ�&R ����� &RPPHUFLDO�,QW¶O��%DQN ��� -RUGDQ�&HPHQW ��� %DQN�0XVFDW�$KOL�2PDQ ��� 6RFLHWq�GHV�&LPHQWV�/LE� ��� 8%&, ���
.RF�+ROGLQJ ����� %UDVVHULHV�GX�0DURF ��� (J\SW�*DV ��� -RUGDQ�3KRVSKDWH ��� 2PDQ�1DWLRQDO�+ROGLQJ ��� %DQTXH�/LEDQQDLVH�GH�&RP� ��� 67% ���
7XUNL\H�,VEDQN�% ����� 6DPLU�5HILQHULHV ��� 0LVU�,QWHUQDWLRQDO�%DQN ��� -RUGDQ�1DWLRQDO�%DQN �� 2PDQ�&HPHQW ��� %DQN�RI�%HLUXW ��� %1$ ���
7XUN�+DYD�<ROODUL ����� /DIDUJH�&LPHQWV ��� +HOLRSROLV�+RXVLQJ ��� -RUGDQ�3HWURO�5HILQHULHV �� 2PDQ�)ORXU�0LOOV ��� (WHUQLW �� %DQTXH�GH�6XG ���
<DSL�.UHGL�%DQND ����� :DID�%DQN ��� (DVWHUQ�7REDFFR ��� &DLUR�$PPDQ�%DQN �� 2PLQYHVW ��� 6RFLHWq�/LE��'H�&LPHQW�%�� � %DQTXH GH�O¶+DELWDW ���
3HWURO�2ILVL ����� /HVLHXU ��� $OH[��,URQ�	�6WHHO ��� -RUGDQ�+RWHO�	�7RXU� �� 2PDQ�(0�,QY�+ROG���20� ��� 6RFLHWq�/LE��'H�&LPHQW�1�� � $UDE�7XQLVLDQ�%DQN ���
*DUDQWL�%DQNDVL ����� &LPHQWV�GX�0DURF ��� 1DWLRQDO�&HPHQW ��� $UDE�,QW¶O��+RWHO �� 2PDQ�(0�,QY��+ROG���(0� ��� 8QLFHUDPLF�&R� � $PHQ�%DQN ��
3HWNLP�3HWURNLP ����� &HQWUDOH�/DLWLHUH ��� 1DVU�&LW\�IRU�+RXVLQJ ��� $UDE�3KDUPDFHXWLFDOV �� 6KHOO�2PDQ�0DUNHWLQJ ��� %7(, ��
&XNXURYD�(OHNWULN ����� &LRU�&HPHQWV ��� +HOZDQ�&HPHQW ��� $UDE�,QW¶O��IRU�,QYHVWPHQW �� $O�$KOLD�3RUWIROLR�6HFXU� ��� 6)%7 ��
$UFHOLN ��� &'0�%DQN ��� 0LVU�([WHULRU�%DQN ��� ,QGXVWULDO�'HY��%DQN �� 8QLWHG�3RZHU ��� 8QLRQ�,QW¶O��GH�%DQTXH��8,%�

��
(UHJOL�'HPLU ��� %0&,�%DQN ��� $PHUL\DK�&HPHQW ��� $UDE�-RUGDQ ,QY��%DQN �� 'KRIDU�,QW¶O��'HYHORSPHQW ��� 6RFLHWq�&KLPLTXH�$ONLPD
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7XUNL\H�6LVH�&RP ��� &,+�%DQN ��� $O�$KUDP�%HYHUDJHV ��� $UDE�%DQNLQJ�&RUS� �� 2PDQ�,QY��	�)LQDQFH ��� 61097�0RQRSUL[ ��
7RWDO ������� ������� ������ ������ ������ ������ ������([FKDQJH�5DWH �� ��������7/ �� ��������0' �� �����/( �� ������-' �� ������52 �� �������// �� ������7'%HLUXW�6WRFN�([FKDQJH�KDV�RQO\����OLVWHG�FRPSDQLHV�6RXUFH��0(('�0RQH\����-XO\������
�
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7KH�6XSSO\�RI�6KDUHV�WKURXJK�2IIHULQJV7KH�VHFRQGDU\�PDUNHW�RQ�VWRFN�H[FKDQJHV�LV�VXSSOLHG�ZLWK�QHZ�SURGXFWV�WKURXJK�QHZ�LVVXHV��ZKLFK�DUH�WKH�OLIHOLQH�RI�WKH�PDUNHW��$�OLTXLG�VHFRQGDU\�PDUNHW�DOVR�DOORZV�EX\HUV�DQG�VHOOHUV�WR�LQWHUDFW��)RU�WKH�SDVW�WKUHH�\HDUV��WKH�(J\SWLDQ�PDUNHW�ZDV�IHG�ZLWK�LVVXHV�IROORZLQJ�FRUSRUDWH�SULYDWL]DWLRQ�DQG�WKHVH�ZHUH�SDUWLFXODUO\�VXFFHVVIXO�IURP�0D\������WR�������7KHVH�LVVXHV�ZHUH�SODFHG�SULPDULO\�ZLWK�LQGLYLGXDOV��DQG�WKH�DOORWPHQW�SROLF\�OHG�WR�WKH�FUHDWLRQ�RI�QXPHURXV�RGG�ORWV�DQG�D�GLIIXVLRQ�RI�
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([KLELW������&RPSDULVRQ�RI�6HFWRU�3ULFH�(DUQLQJV�IRU�WKH�(J\SWLDQ�6WRFN�0DUNHW
6HFWRU 3(�0XOWLSOH$JULFXOWXUH ���;%XLOGLQJ�0DWHULDOV ���;&HPHQW ����;'LVWULEXWRUV ���;(QJLQHHULQJ ���;)RRG�DQG�%HYHUDJH ����;)LQDQFLQJ ���;+RXVLQJ ����;0LOOV ���;3DSHU ��;3KDUPDFHXWLFDOV ����;6XSSRUW ���;7H[WLOHV ����;7UDQVSRUW ���;7RXULVP ����;0DUNHW�$YHUDJH ���;6RXUFH��&DLUR�DQG�$OH[DQGULD�6WRFN�([FKDQJHV��'DLO\�%XOOHWLQ��-XQH������
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([KLELW������&0$�DQG�,)&�3ULFH�,QGLFHV�IRU�-DQXDU\������± -XQH�����

6RXUFH��&0$�DQG�,)&�
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3ULFLQJ�6KDUHV�LQ�WKH�(J\SWLDQ�0DUNHW3ULYDWL]DWLRQ�KDV�EHHQ�WKH�GULYLQJ�IRUFH�EHKLQG�WKH�(J\SWLDQ�PDUNHW�RYHU�WKH�SDVW�IRXU�\HDUV��7KLV�KDV�VXSSOLHG�WKH�PDUNHW�ZLWK�D�YDULHW\�RI�ILQDQFLDO�VKDUHV��,VVXHV�ZHUH�RIIHUHG�WR�LQYHVWRUV�LQ�WKH�GRPHVWLF�PDUNHW�DQG�LQLWLDOO\�DOO�LVVXHV�ZHUH�RYHUVXEVFULEHG�E\�WKH�SXEOLF�UHWDLO�GHPDQG��,Q�UHFHQW�PRQWKV��EX\HUV�KDYH DEVWDLQHG�IURP�SXUFKDVLQJ�VWRFNV�IURP�WKH�SULPDU\�PDUNHW�RQ�WKH�EDVLV�WKDW�RIIHULQJ�SULFHV�ZHUH�UHODWLYHO\�KLJK�DQG�VRPH�RI�WKH�VHFWRUV�RQ�RIIHU�KDG�ZHDN�IXQGDPHQWDOV��2WKHU�IDFWRUV��VXFK�DV�WKH�$VLDQ�FULVLV��DOVR�FRQWULEXWHG�WR�WKH�PDODLVH��,QYHVWRUV¶�KHVLWDQF\�SURPSWHG�D�UHYLHZ�RI�WKH�RIIHULQJ�PHWKRGRORJ\�DQG�UHVXOWHG�LQ�WKH�FXUUHQW�SUHIHUHQFH�IRU�WKH�ERRN�EXLOGLQJ�PHWKRG�ZLWK�XQGHUZULWLQJ�WR�GHWHUPLQH�WKH�IDLU�PDUNHW�SULFLQJ�RI�WKH�LVVXH�,Q�WKH�(J\SWLDQ�VHFRQGDU\�PDUNHW��WKH�DXWRPDWHG�WUDGHV�DUH�FRQGXFWHG�E\�SULFH�DQG�WLPH�SULRULW\�ZKHUH�WKH�RUGHUV�DUH�TXHXHG�DQG�EX\�DQG�VHOO�RUGHUV�PDWFKHG�IRU�DQ�RUGHU�GULYHQ�PDUNHW��1R�TXRWH�GULYHQ�PDUNHW�FXUUHQWO\�H[LVWV��DQG�WKLV�ZRXOG�UHTXLUH�VHYHUDO�PDUNHW�PDNHUV�LQ�(J\SWLDQ�VHFXULWLHV��$XWRPDWHG��RUGHU�GULYHQ�V\VWHPV�DUH�WUDQVSDUHQW�DQG�KDYH�EHHQ�SURYHQ�LQ�PDQ\�PDUNHWV��KRZHYHU��WKLV�WUDQVSDUHQF\�LV�DFKLHYHG��WR�VRPH�H[WHQW��DW�WKH�H[SHQVH�RI�WKH�OLTXLGLW\�WKDW�LV�REWDLQHG�LQ�SULFH�GULYHQ�RU�TXRWH�GULYHQ�PDUNHWV�
0DUNHW�&DSLWDOL]DWLRQ�DQG�/LTXLGLW\�LQ�WKH�(J\SWLDQ 0DUNHW
,W�LV�LPSRUWDQW�WR�H[DPLQH�PDUNHW�OLTXLGLW\�EHFDXVH�LW�LV�RI�SULPDU\�FRQFHUQ�WR�ERWK�GRPHVWLF�DQG�LQWHUQDWLRQDO�LQVWLWXWLRQDO�LQYHVWRUV��,QYHVWRUV�IRFXV�RQ�OLTXLGLW\�DQG�FDSLWDOL]DWLRQ�LQ�RUGHU�WR�HQVXUH�WKDW�WKH\�FDQ�LQYHVW�LQ�D�XQLW�VL]H�WKDW�ZLOO�KDYH�DQ�LPSDFW�RQ�WKHLU�SRUWIROLRV¶�SHUIRUPDQFH��7\SLFDOO\��DQ\�VLQJOH�LQYHVWPHQW�SRVLWLRQ�ZRXOG�UHSUHVHQW���WR�� SHUFHQW�RI�WKH�SRUWIROLR��%DVHG�RQ�WKLV�DVVXPSWLRQ��DQG�PDLQWDLQLQJ�D��� SHUFHQW�FDVK�GHSRVLWV�HTXLYDOHQW�OLTXLGLW\��D�SRUWIROLR�VKRXOG�KDYH D�PD[LPXP�RI����FRPSDQLHV��,QYHVWRUV�DUH�DOVR�FRQFHUQHG�DERXW�WKH�YROXPH�DQG�YDOXH�WUDGHG�SHU�GD\�LQ�D�FRPSDQ\�² D�PHDVXUH�RI�OLTXLGLW\�² LQ�DGGLWLRQ�WR�WKH�QXPEHU�RI�WUDQVDFWLRQV��IUHTXHQF\�DQG�VSHHG�RI�WUDQVDFWLRQ�DQG�ELG�RIIHU�VSUHDGV��$�IXQG�PDQDJHU�DVVHVV�WKH�VL]H�RI�IXQGV�DQG�WKH�ULVN�GLYHUVLILFDWLRQ�DOORZHG�E\�WKH�PDUNHW�
7KH�7RS����0DUNHW�&DSLWDOL]DWLRQV$Q�H[DPLQDWLRQ�RI�WKH�WRS����(J\SWLDQ�PDUNHW�FDSLWDOL]DWLRQ�VWRFNV�LQ�-XO\������VKRZV�WKDW�PDUNHW�FDSLWDOL]DWLRQ�YDULHG�EHWZHHQ����� PLOOLRQ�DQG����� PLOOLRQ�DW�D�WLPH�ZKHQ�DYHUDJH�PDUNHW�3(�LV����;��6HH�([KLELW�����)LYH�RI�WKH�WRS����FDSLWDOL]DWLRQ�VWRFNV�KDYH�LVVXHG�*'5V�



��

([KLELW������7RS����0DUNHW�&DSLWDOL]DWLRQV�RQ�WKH�(J\SWLDQ�6WRFN�0DUNHW&RPSDQ\ 0DUNHW&DSLWDOL]DWLRQ 2SHUDWLQJ5HYHQXH 1HW�3URILW 6KDUHKROGHUV¶���(TXLW\�/(� �WKRXVDQG�/(� �WKRXVDQG�/(� �WKRXVDQG�/(�$EX�.HLU�)HUWLOL]HUV ������������� ������� ������� �������6XH]�&HPHQW ������������� ������� ������� �������&RPPHUFLDO�,QWHUQDWLRQDO�%DQN��&,%� ������������� ������� ������� ���������0LVU�,QWHUQDWLRQDO�%DQN� ������������� ������� ������� �������+HOLRSROLV�IRU�+RXVLQJ�	�&RQVWUXFWLRQ ������������� ������� ������ ������(DVWHUQ�&RPSDQ\�IRU�7REDFFR ������������� ��������� ������� �������&DQDO�6KLSSLQJ�$JHQFLHV ������������� ������� ������� �������1DWLRQDO�&HPHQW ������������� ������� ������ �������1DVU�&LW\�IRU+RXVLQJ ������������� ������� ������� ������0LVU�([WHULRU�%DQN ������������� ������� ������ �������$PHUL\DK�&HPHQW ������������� ������� ������� �������$OH[DQGULD�,URQ�	�6WHHO ������������� ��������� ������� �������$O�$KUDP�%HYHUDJHV ������������� ������� ������ �������3DLQW�DQG�&KHPLFDO�,QGXVWULHV��3$&+,1� ����������� ������� ������� �������1DWLRQDO�6RFLHWq *HQHUDOH�%DQN ����������� ������� ������ �������(J\SWLDQ�,QW¶O��3KDUPDFHXWLFDOV��(3,&2� ����������� ������� ������ �������2ULHQWDO�:HDYHUV ����������� ������� ������ �������(J\SWLDQ�$PHULFDQ�%DQN ����������� ������� ������ �������+HOZDQ�3RUWODQG�&HPHQW ����������� ������� ������� �������([SRUW�'HYHORSPHQW�%DQN�RI�(J\SW ����������� ������ ������ �������$YHUDJH����FRPSDQLHV ������������� ������� ������� �������6RXUFH� &DLUR�DQG�$OH[DQGULD�6WRFN�([FKDQJHV��5HVHDUFK�'HSDUWPHQW�
([KLELW���FRPSDUHV�WKH�WRS�FRPSDQ\�VKDUHV�IRU�7XUNH\��0RURFFR��(J\SW��-RUGDQ��2PDQ��/HEDQRQ��DQG�7XQLVLD��6RPH�RI�WKH�PDUNHWV��VXFK�DV�0RURFFR��-RUGDQ�DQG�7XUNH\�RIIHU�SRUWIROLR�LQYHVWRUV�PRUH�GLYHUVH�FKRLFHV�DPRQJ�ODUJH�FRPSDQLHV��7KH�0RURFFDQ�H[FKDQJH�OLVWV�ILYH�FRPSDQLHV�ZLWK�D�PDUNHW�FDSLWDOL]DWLRQ�DERYH��� ELOOLRQ��-RUGDQ�KDV�RQH�EDQN�OLVWHG�DERYH��� ELOOLRQ��,Q�FRPSDULVRQ��WKH�(J\SWLDQ�PDUNHW�QHHGV�ODUJHU�LVVXHV�ZLWK�D�VLJQLILFDQW�SXEOLF�IORDW�

$Q�([DPLQDWLRQ�RI�(J\SWLDQ�6WRFN�0DUNHW�/LTXLGLW\([KLELW������KLJKOLJKWV�WKH�GHFOLQH�LQ�YDOXH�WUDGHG�LQ�WKH�(J\SWLDQ�PDUNHW��7KH�WURXJKV�VKRZQ�LQ�WKH�JUDSK�LQGLFDWH�WKH�GHFUHDVH�LQ�WKH�YDOXH�WUDGHG�SHU�GD\��7KLV�GHFOLQH�LV�GXH�WR�IHZHU�SULPDU\�LVVXHV�LQ�������,Q�IDFW��VHYHUDO�VHVVLRQV�GXULQJ�-XQH�DQG�-XO\������ZLWQHVVHG�D�WUDGHG�YDOXH�DV�ORZ�DV�/(���PLOOLRQ��7KLV�LV�DOVR�HYLGHQW�LQ�([KLELW������ZKLFK�LQGLFDWHG�WKH�YDOXH�WUDGHG�SHU�GD\�GXULQJ�WKH�WZHOYH�PRQWK�SHULRG�HQGLQJ�LQ�'HFHPEHU������DQG�WKH�VHYHQ�PRQWK�SHULRG�HQGLQJ�LQ�-XO\�������$FFRUGLQJO\��WKH�SULPDU\�PDUNHW�ZLOO�FRQWLQXH�WR�KDYH�D�SURIRXQG�LPSDFW�RQ�WKH�YROXPH�DQG�YDOXH�WUDGHG�XQWLO�OLTXLGLW\�LQ�WKH�VHFRQGDU\�PDUNHW�LPSURYHV��
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([KLELW��������0RQWKO\�7UDGHG�9DOXH�IURP�-DQXDU\������WKURXJK�-XO\������
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-DQ�� )HE�� 0DUFK�� $SULO�� 0D\�� -XQH�� -XO\�� $XJ�� 6HSW�� 2FW�� 1RY�� 'HF�� -DQ�� )HE�� 0DUFK�� $SULO�� 0D\�� -XQH�� -XO\��

6RXUFH��&DLUR�DQG�$OH[DQGULD�6WRFN�([FKDQJH��5HVHDUFK�'HSDUWPHQW�
([KLELW��������$YHUDJH�7UDGHG�9DOXH�3HU�'D\
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-DQ X DU\�� �' HFHP E HU ��� � � -DQ X DU\�� �-X O\�� � � �6RXUFH��&DLUR�DQG�$OH[DQGULD�6WRFN�([FKDQJH��5HVHDUFK�'HSDUWPHQW�
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)RU�WKH�SHULRG�-DQXDU\�WR�-XO\�������([KLELWV����DQG����VKRZ�WKH�OLTXLGLW\�UDWLRV�IRU�WKH�WRS����VWRFNV�WUDGHG�LQ�WHUPV�RI�YDOXH�DQG�YROXPH��%DVHG�RQ�WKHVH�ILJXUHV��LW�LV�ZRUWK�QRWLQJ�WKDW����� SHUFHQW�RI�WRWDO�YDOXH�WUDGHG�LV�UHSUHVHQWHG�E\����FRPSDQLHV�RI�ZKLFK��� SHUFHQW�LV�LQ�UHFHQW�QHZ�LVVXHV������ SHUFHQW�LQ�EDQNV�DQG����� SHUFHQW�LQ�FHPHQW�VWRFNV��7KHVH����FRPSDQLHV�UHSUHVHQW����� SHUFHQW�RI�WKH�WRWDO�YROXPH�WUDGHG�RI�ZKLFK����� SHUFHQW�LV�LQ�QHZ�LVVXHV�DQG����� SHUFHQW�LQ�EDQNV��,W�LV�REYLRXV�IURP�WKHVH�VWDWLVWLFV�WKDW�QHZ�LVVXHV�DQG�EDQNV�ZHUH�WKH�WZR�SULQFLSDO�IDFWRUV�DIIHFWLQJ�WKH�YDOXH�RI�WUDGH���� SHUFHQW��DQG�WKH�YROXPH�RI�WUDGH���� SHUFHQW��LQ�WKH�ILUVW�VL[�PRQWKV�RI�������$�QXPEHU�RI�WKH�DFWLYHO\�WUDGHG�VWRFNV�DUH�QRW�DPRQJ�WKH�ODUJH�FDSLWDOL]DWLRQ�VWRFNV�VLQFH�LQ�VRPH�FDVHV�WKH�KROGLQJ�FRPSDQLHV�VWLOO�KDYH�D�KROGLQJ�WKDW�ZLOO�EHGLYHVWHG��7KH�*'5V�DUH�UHSUHVHQWHG�LQ�WHUPV�RI�YDOXH��IRXU�LVVXHV��DQG�YROXPH��WKUHH�FRPSDQ\�LVVXHV��DPRQJ�WKH�DFWLYH����FRPSDQLHV��%DQNLQJ�VWRFNV�DUH�ZHOO�UHSUHVHQWHG�LQ�WKH�DFWLYH�OLVW�ZLWK�&,%��0LVU�,QWHUQDWLRQDO�%DQN�DQG�6RFLHWq *HQHUDOH�DFFRXQWLQJ�IRU����� SHUFHQW�RI�WUDGHG�YDOXH��7KHVH�ZHUH�DOVR�DFWLYH�GXH�WR�YDULRXV�LQWHUSUHWDWLRQV�RI�WKH�QHZ�WD[�ODZ�UHJDUGLQJ�WKH�WUHDWPHQW�RI�GRXEOH�WD[�H[HPSWLRQV�7ZR�FDVHV�RIIHUHG�LQ�WKH�SULPDU\�PDUNHW�LQ�WKH�VDPH�ZHHN�DUH�DOVR�UHSUHVHQWHG��7KH�ILUVW��0LVU�$OXPLQXP��ZDV�WKH�VHFRQG�PRVW�DFWLYHO\�WUDGHG�VWRFN�LQ�WHUPV�RI�YDOXH����� SHUFHQW��DQG�WKH�WKLUG�PRVW�DFWLYH�LQ�WHUPV�RI�YROXPH�RI�VKDUHV����� SHUFHQW���7KH�LVVXH�ZDV�SODFHG�DW�D�KLJK�SULFH�LQ�WKH�SULPDU\�PDUNHW�DQG�VKRZHG�D�ZHDN�SHUIRUPDQFH�LQ�WKH�VHFRQGDU\�PDUNHW��7KH�VHFRQG�FDVH��WKH�0REL1LO�LVVXH��ZDV�ZHOO�UHFHLYHG�LQ�WKH�SULPDU\�PDUNHW�DQG�LV�WKH�VHFRQG�PRVW�DFWLYHO\�WUDGHG�VWRFN�LQ�WHUPV�RI�YROXPH����� SHUFHQW���,Q�WHUPV�RI�YDOXH��LW�KDV�QRW�WUDGHG�DERYH�SDU�YDOXH��EXW�LQ�WKH�RYHU�WKH�FRXQWHU��27&��PDUNHW LW�ZDV�WUDGHG�DW�D�JUD\�PDUNHW�SULFH�GRXEOH�SDU�YDOXH��ZKLFK�ZRXOG�WKHQ�KDYH�SODFHG�LW�DPRQJ�WKH�PRVW�DFWLYH�LQ�WHUPV�RI�YDOXH�WUDGHG��$OPRVW��� SHUFHQW�RI�WUDGHG�YROXPH�ZDV�LQ�&,%��0LVU�$OXPLQXP�DQG�0REL1LO�LVVXHV��7KH�FHPHQW�VHFWRU�ZDV�DOVR�ZHOO�UHSUHVHQWHG�E\�+HOZDQ��6XH]��$PHUL\DK�DQG�7RUUDK�FRPSDQLHV��UHSUHVHQWLQJ�D�WRWDO�RI���� SHUFHQW�RI�WRWDO�WUDGHG�YROXPH�LQ�WKH�VL[�PRQWK�SHULRG��



��

([KLELW������/LTXLGLW\�,QGLFDWRUV�IRU�7RS����&RPSDQLHV�$FFRUGLQJ�WR�9DOXH��-DQ����������± -XQH����������&RPSDQ\ 7UDGLQJ9DOXH��/(�
7RWDO���0DUNHW�7UDGH���

0DUNHW�&DSLWDOL]DWLRQ���������������/(�
0DUNHW��&DSLWDOL]DWLRQ���

$YHUDJH7UDGH�'D\��/(�&RPPHUFLDO�,QW¶O��%DQN��&,%�� ����������� ��� ������������� ������ ���������0LVU�IRU�$OXPLQXP ����������� ��� ������������� ������ ���������+HOZDQ�&HPHQW� ����������� ��� ����������� ����� ���������0LVU�*DV ����������� ��� ����������� ������ ���������,QGXVWULDO�	�(QJLQHHULQJ�3URMHFWV ����������� ��� ����������� ����� ���������1DVU�&LW\�IRU�+RXVLQJ ����������� ��� ������������� ����� ���������$PHUL\DK�&HPHQW ����������� ��� ������������� ����� ���������0LVU�,QWHUQDWLRQDO�%DQN ����������� ��� ������������� ����� ���������(J\SWLDQ�)LQDQFLDO�DQG�,QGXVWULDO� ����������� ��� ����������� ����� ���������(J\SWLDQ�IRU�,QW¶O��7RXULVP�3URM�� ����������� ��� ����������� ����� ���������'HOWD�,QGXVWULDO ����������� ��� ����������� ����� �������6XH]�&HPHQW ����������� ��� ������������� ���� �������8SSHU�(J\SW�0LOOV ����������� ��� ����������� ����� �������2ULHQWDO�:HDYHUV ����������� ��� ����������� ����� �������3RUWODQG�7RUUDK�&HPHQW ����������� ��� ������������� ����� �������(J\SWLDQ�,QW¶O��IRU�0HGLFLQH� ����������� ��� ����������� ����� �������3DLQW�DQG�&KHPLFDO�,QGXVWULHV ����������� ��� ����������� ����� �������0LGGOH�DQG�:HVW�'HOWD�0LOOV ����������� ��� ����������� ����� �������1DWLRQDO�6RFLHWq *HQHUDOH�%DQN ����������� ��� ����������� ����� �������(O�0DKPRXGLD�IRU�&RQVWUXFWLRQ ����������� ��� ���������� ������ �������7RWDO �����%DVHG�RQ�����GD\V�6RXUFH� &DLUR�DQG�$OH[DQGULD�6WRFN�([FKDQJHV��5HVHDUFK�'HSDUWPHQW�([KLELW������/LTXLGLW\�,QGLFDWRUV�IRU�7RS����&RPSDQLHV�$FFRUGLQJ�WR�9ROXPH�RI�7UDGH�-DQ����������± -XQH����������&RPSDQ\ 7UDGLQJ�9ROXPH��/(�
7RWDO�0DUNHW�7UDGH���

0DUNHW&DSLWDOL]DWLRQ���������/(�
0DUNHW&DSLWDOL]DWLRQ���

$YHUDJH7UDGH�'D\��/(�&RPPHUFLDO�,QW¶O��%DQN��&,%� ���������� ��� ������������� ���� ������0REL1LO ��������� ��� ����������� ���� ������0LVU�IRU�$OXPLQXP ��������� ��� ������������� ���� ������(J\SWLDQ�IRU�,QW¶O��7RXULVP�3URMHFWV ��������� ��� ����������� ���� ������%LVFR�0LVU ��������� ��� ����������� ���� ������+HOZDQ�&HPHQW ��������� ��� ����������� ���� ������(J\SWLDQ�)LQDQFLDO�DQG�,QGXVWULDO ��������� ��� ����������� ���� ������2O\PSLF�*URXS ��������� ��� ����������� ���� ������(O�0DKPRXGLD�IRU�&RQVWUXFWLRQ ��������� ��� ���������� ���� ������$PHUL\DK�&HPHQW ��������� ��� ������������� ���� ������8SSHU�(J\SW�0LOOV ��������� ��� ����������� ���� ������(O�1DVU�IRU�&LYLO�:RUNV ��������� ��� ����������� ���� ������'HOWD�,QGXVWULDO ��������� ��� ����������� ���� ������$UDE��8QLWHG�	�%ROLYDUD�IRU�6SLQQLQJ� ��������� ��� ���������� ���� ������
6XH]�&HPHQW ��������� ��� ������������� ���� ������$OH[DQGULD�6SLQQLQJ�	�:HDYLQJ� ��������� ��� ����������� ���� ������0LGGOH�DQG�:HVW�'HOWD�0LOOV ��������� ��� ����������� ���� ������3RUWODQG�7RUUDK�&HPHQW ������� ��� ����������� ���� ������0LVU�,QWHUQDWLRQDO�%DQN ��������� ��� ������������� ���� ������2ULHQWDO�:HDYHUV ��������� ��� ����������� ���� ������7RWDO �����%DVHG�RQ�����GD\V�6RXUFH� &DLUR�DQG�$OH[DQGULD�6WRFN�([FKDQJHV��5HVHDUFK�'HSDUWPHQW�
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)LQDOO\��LQ�WKH�ILUVW�VL[�PRQWKV�RI�������OLTXLGLW\�RI�WKH�(J\SWLDQ�PDUNHW�ZDV�GRPLQDWHG�E\�WKH�SULPDU\�PDUNHW��DV�UHIOHFWHG�LQ�WKH�WUDGHG�YDOXH�RI�LVVXHV�LQ�0LVU�$OXPLQXP��(J\SW�*DV��(J\SW�7RXULVP�&RPSDQ\��0REL1LO��DQG�(O�0DKPRXGLD�&RQWUDFWLQJ�&RPSDQ\��$�ORRN�DW�WKH�GHPDQG�IRU�WKHVH�LVVXHV�LQGLFDWHV�WKDW�PDUNHWLQJ�WR�IRUHLJQ�GHPDQG�ZDV�QRW�SDUW�RI�WKH�SULPDU\�SURPRWLRQ�VWUDWHJ\��7KH�HPSKDVLV�ZDV�UDWKHU�RQ�VHHNLQJ�UHWDLO�GHPDQG��,Q�JHQHUDO��PDUNHW�FDSLWDOL]DWLRQ�PXVW�EH�EURDGHQHG��DQG�WKH�SULPDU\�PDUNHW�VKRXOG�IRFXV�RQ�ODUJHU�LVVXHV�WKDW�ZLOO�DWWUDFW�ERWK�GRPHVWLF�DQG�IRUHLJQ�LQVWLWXWLRQDO�LQWHUHVW�LQ�(J\SW¶V�PDUNHW�DORQJVLGH�UHWDLO�LQWHUHVW��7KH�VHFRQGDU\�PDUNHW�LV�LQLWLDOO\�DIIHFWHG�E\�WKH�ILQDQFLDO�VHFXULWLHV�WKDW�KDYH�EHHQ�SODFHG�LQ�QHZ�LVVXHV��7KLV�LV�EHFDXVH�LQ�WKH�OLIH�RI�D�FRPSDQ\�WKH�PRVW�DFWLYH�WUDGLQJ�WDNHV�SODFH�LQ�WKH�ILUVW����PRQWKV�DIWHU�SULFLQJ�XQWLO�WKH�VKDUHV�DUH�LQ�SRUWIROLRV��)XUWKHUPRUH��RIIHULQJ�QHZ��TXDOLW\��VL]HDEOH�RIIHULQJV�LV�HVVHQWLDO�WR�UHYHUVH�WKH�WUHQG�RI�GHFOLQLQJ�VHFRQGDU\�PDUNHW�OLTXLGLW\�
7KH�&DVH�IRU�'HYHORSLQJ�WKH�'HEW�0DUNHW$QRWKHU�VLJQLILFDQW�DFKLHYHPHQW�WKDW�VKRXOG�DWWUDFW�LQYHVWRUV�WR�WKH�(J\SWLDQ�PDUNHW�LV�WKH�VLJQLILFDQW�SURJUHVV�PDGH�LQ�UHGXFLQJ�GHEW�DQG�PDQDJLQJ�WKH�PDFURHFRQRP\��(J\SW�FDQ�XVH�DWWUDFWLYH�WHUPV�LQ�WDSSLQJ�WKH�LQWHUQDWLRQDO�PDUNHW��EXW�WKLV�UHTXLUHV�LQWURGXFLQJ�GHEW�LQVWUXPHQWV�RI�YDULRXV�PDWXULWLHV�LQ�WKH�LQWHUQDWLRQDO�PDUNHW��([KLELWV����DQG�����VKRZLQJ�(J\SW¶V�GHEW�VHUYLFH�UDWLR�DQG�WKH�IRUHLJQ�GHEW�DV�D SHUFHQWDJH�RI�*'3��KLJKOLJKW�WKH�VWURQJ�IXQGDPHQWDOV�RI�WKH�HFRQRP\��5HVHUYHV�RI���� ELOOLRQ�PHDVXUHG�DJDLQVW�H[WHUQDO�GHEW�RI������ ELOOLRQ��ZLWK�D�SUHVHQW�YDOXH�RI���� ELOOLRQ��LPSO\�WKDW�(J\SW�KDV�D�QHW�FUHGLW�SRVLWLRQ�
([KLELW������(J\SW¶V�'HEW�6HUYLFH�5DWLR
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([KLELW������(J\SW¶V�)RUHLJQ�'HEW�DV�D�3HUFHQWDJH�RI�*'3

6RXUFH��7KH�0LQLVWU\�RI�(FRQRP\�
7KLV�VWURQJ�GHEW�SRVLWLRQ�VKRXOG�EH�XVHG�WR�ILQDQFH�IXWXUH�JURZWK�LQ�WKH�HFRQRP\��IXQG�ODUJH�LQIUDVWUXFWXUH�SURMHFWV��DQG�IRFXV�RQ�WKH�(J\SWLDQ�VHUYLFH�VHFWRU��*RYHUQPHQW�DJHQFLHV�FDQ�WKHUHIRUH�XVH�WKH�(J\SWLDQ�JRYHUQPHQW¶V�WHUPV�DV�EHQFKPDUNV�HQDEOLQJ�WKHP�WR�IXQG�WKHLU�SURMHFWV�YLD�GHEW�LVVXHV�UDWKHU�WKDQ�EDQN�ORDQV��7\SLFDOO\��ERQG�PDUNHWV�UHTXLUH�EHQFKPDUNV�DV�D�JXLGHOLQH�WR�SULFH�RWKHU�IL[HG�LQFRPH�LQVWUXPHQWV��)RU�H[DPSOH��LQ�WKH�8QLWHG�6WDWHV��7�ELOOV�DQG�PHGLXP� DQG�ORQJ�WHUP�ERQGV�DUH�XVHG�DV�EHQFKPDUNV�DQG�FRUSRUDWH�ERQGV�DUH�SULFHG�E\�FRPSDULQJ�WKHP�ZLWK�JRYHUQPHQW�ERQGV�LQ�WHUPV�RI�\LHOG��*RYHUQPHQW�ERQGV�DUH�VHHQ�DV�UHIOHFWLQJ�VRYHUHLJQ�ULVN�DQG�WKH�KLJKHVW�TXDOLW\�RI�FUHGLW�ULVN��3ULYDWH�VHFWRU�ILQDQFLQJ�RI�LQIUDVWUXFWXUH�SURMHFWV�DQG�JRYHUQPHQW�DJHQFLHV�FDQ�XVH�WKHVH�ERQG�LVVXHV�DV�EHQFKPDUNV�DQG�UDWLQJV�DJDLQVW�ZKLFK�WKH\�HYDOXDWH�RWKHU�W\SHV�RI�IL[HG�LQFRPH�ULVN��)XUWKHUPRUH��LW�LV�QHFHVVDU\�WR�VHW�XS�D�VHFRQGDU\�PDUNHW��ZKLFK�UHTXLUHV�D�WUDQVSDUHQW�DQG�GHGLFDWHG�HOHFWURQLF�VFUHHQ�QHWZRUN�EHWZHHQ�GHDOHUV�
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)RUPXODWLQJ�WKH�&DSLWDO�0DUNHW�3ODQ7KH�IROORZLQJ�WDEOH��IURP�-RKQ�7UDLQ¶V�7KH�&UDIW�RI�,QYHVWLQJ��RXWOLQHV�DQG�VXPPDUL]HV�WKH�NH\�LQJUHGLHQWV�WKDW�DUH�W\SLFDOO\�RI�LQWHUHVW�WR�HPHUJLQJ�PDUNHW�LQYHVWRUV�DQG�VKRXOG�EH�XVHG�DV�D�JXLGHOLQH�LQ�GHYHORSLQJ�WKH�FDSLWDO�PDUNHW�LQ�(J\SW��

7KH�(J\SWLDQ�PDUNHW�VFRUHV�KLJK�RQ�D�QXPEHU�RI�WKHVH�SRLQWV��SDUWLFXODUO\�ZLWK�UHJDUGV�WR�WKH�WDFWLFDO�UHTXLUHPHQWV��,Q�WHUPV�RI�WKH�VSHFLILF�FRPSDQ\�UHTXLUHPHQWV��LI�LPSOHPHQWHG��WKH�SODQQHG�VHFRQG�VWDJH�RI�SULYDWL]DWLRQ�VKRXOG�IXOILOO�D�QXPEHU�RI�WKHVH�UHTXLUHPHQWV��/DUJH�WHOHFRPPXQLFDWLRQV�DQG�HOHFWULF�XWLOLW\�LVVXHV�ZLOO�FDSWXUH�LQYHVWRU�LQWHUHVW��/RFDO�SHQVLRQV�VKRXOG�EHJLQ�SDUWLFLSDWLQJ�LQ�HTXLWLHV�LQ�RUGHU�WR�FRLQFLGH�ZLWK�WKH�PDMRU�SULYDWL]DWLRQ�RI�WKHVH�XWLOLWLHV��*LYHQ�WKH�ORZ�GHEW�VFHQDULR��D�SROLF\�IRU�LVVXLQJ�JRYHUQPHQW�VHFXULWLHV�RQ�D�UHJXODU�EDVLV��UHJDUGOHVV�RI�EXGJHWDU\�QHHGV��VKRXOG�EH�DGRSWHG�IRU�VHWWLQJ�EHQFKPDUNV�DQG�FUHDWLQJ�D�\LHOG�FXUYH�2Q�WKH�PDFUR�OHYHO��WKH�SROLFLHV�EHLQJ�LPSOHPHQWHG�VKRXOG�IRVWHU�HFRQRPLF�JURZWK�IRFXVLQJ�RQ�FRPSHWLWLYH�DGYDQWDJH��7KLV�ZLOO�DOVR�KDYH�SRVLWLYH�LPSDFW�RQ�WKH�JURZWK�RI�WKH�(J\SWLDQ�FDSLWDO�PDUNHW�

6WUDWHJLF�5HTXLUHPHQWV���$Q�DFWLYH�VWRFN�PDUNHW����$�FRQYHUWLEOH�FXUUHQF\����3ROLWLFDO�VWDELOLW\�ZLWK�D�FRPPLWPHQW�WR�IUHH�HQWHUSULVH�DQG�PLQLPDO�UHJXODWLRQ�7DFWLFDO�5HTXLUHPHQWV���&RXQWU\�PXVW�EH�LPSURYLQJ PRUH�WKDQ�LV�UHDOL]HG����,QWHUHVW�UDWHV�VKRXOG�EH�GHFOLQLQJ����*HQHUDO�YDOXDWLRQV�VKRXOG�EH�DWWUDFWLYH����7KHUH�VKRXOG�EH�VODFN�LQGXVWU\�FDSDFLW\�XWLOL]DWLRQ�6SHFLILF�&RPSDQ\�5HTXLUHPHQWV���7KH�PDUNHW�FDSLWDOL]DWLRQ�SHU�WRQ��RU�RI�ZKDWHYHU�FDSDFLW\��VKRXOG�EH�DWWUDFWLYH�FRPSDUHG���WR�VLPLODU�FRXQWULHV����7KH�GLUHFWLRQ�RI�WKH�FRPSDQ\¶V�EDODQFH�VKHHW�VKRXOG�EH�IDYRUDEOH��SDUWLFXODUO\�ZLWK�UHJDUGV�WR�FDVK����7KH�FRPSDQ\¶V�VWRFN�VKRXOG�EH�UHODWLYHO\�VWURQJ��DQG�LW�PD\�EH�VDIHU�WR�EX\�ZKHQ�D�VWRFN�LV�JDLQLQJ�IDYRU�LQ�LWV�PDUNHW�
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$�6KRUW�WHUP�$FWLRQ�3ODQ%DVHG�RQ�WKLV�DQDO\VLV�WKXV�IDU��WKH�IROORZLQJ�VWHSV�DUH�UHFRPPHQGHG LQ�RUGHU�WR�UHYLYH�PDUNHW�DFWLYLW\�x &DSWXUH�LQYHVWRUV¶�DWWHQWLRQ�DW�D�WLPH�ZKHQ�(J\SW�GRHV�QRW�KDYH�DQ\�FRPSDQLHV�IHDWXUHG�DPRQJ�WKH�WRS�����HPHUJLQJ�FRPSDQLHV��$�ULVH�LQ�3(�UDWLRV�DQG�DQ�RIIHULQJ�RI�WKH�WHOHFRP�LVVXH�ZRXOG�GR�WKLV��x ,VVXH�DGGLWLRQDO�*'5�RIIHULQJV��VXFK�DV�$PHUL\DK�&HPHQW�x &DSLWDOL]H�RQ�WKH�VWURQJ�PDFURHFRQRPLF�IXQGDPHQWDOV�ZLWK�SDUWLFXODU�HPSKDVLV�RQ�(J\SW¶V�VWURQJ�GHEW�SRVLWLRQ�DQG�LVVXH�IL[HG�LQFRPH�VHFXULWLHV�RQ�WKH�LQWHUQDWLRQDO�PDUNHW�WKURXJK�D�UHJXODU�SURJUDP�x ([SDQG�PDUNHW�EUHDGWK�E\�LQWURGXFLQJ�WKH�WHOHFRP�DQG�HOHFWULFLW\�FRPSDQLHV�WR�WKH�PDUNHW��KRZHYHU��WKH�VXSSO\�RI�LVVXHV�KDV�WR�EH�FRQWUROOHG�DQG�LVVXHV�SULRULWL]HG��$W�WKH�PRPHQW��WKH�PDUNHW�UHTXLUHV�TXDOLW\�LVVXHV�x ,QFUHDVH�GRPHVWLF�PDUNHW�GHSWK�WR�LQFOXGH�SHQVLRQ�IXQGV��PXWXDO�IXQGV�DQG�LQVXUDQFH�FRPSDQLHV�x $JJUHVVLYHO\�PDUNHW�(J\SW�ZLWK�LQWHUQDWLRQDO�LQYHVWRUV�WR�HQJHQGHU�JURZWK�LQ�WKH�HFRQRP\�DQG�HQFRXUDJH�GLUHFW�LQYHVWPHQWV��7KH�PDUNHW�QHHGV�PRUH�UHVHDUFK�WKDW�LV�VSRQVRUHG�E\�LQWHUQDWLRQDO�ILUPV�x &RQWUROOLQJ�PXWXDO�IXQG�UHGHPSWLRQV�WKDW�LQVWLJDWH�IXUWKHU�VHOOLQJ�LQ�D�ZHDN�PDUNHW��,Q�WKH�DEVHQFH�RI�EDQN�FUHGLW�IDFLOLWLHV�WR�WHPSRUDULO\�DOOHYLDWH�WKH�SUHVVXUH�RQ�IRUFHG�VHOOLQJ��WKH�PDUNHW�ZLOO�FRQWLQXH�WR�IDFH�VXSSO\�RI�DGGLWLRQDO�VWRFN��&UHGLW�OLQHV�VKRXOG�EH�LQVWLWXWHG�WR�UHGXFH�WKLV�VXSSO\��7KLV�LV�D�VKRUW�WHUP�PHDVXUH�EXW�ZLOO�KDYH�D�QHW�SRVLWLYH�HIIHFW�x 7KH�(J\SWLDQ�PDUNHW��LI�LQFOXGHG�LQ�WKH�0RUJDQ�6WDQOH\�LQYHVWLEOH�LQGH[��ZLOO�DOVR�DWWUDFW�IXQG�PDQDJHU¶V�LQWHUHVW��7KLV�ZLOO�KDYH�D�QHW�SRVLWLYH�HIIHFW�LQ�SRUWIROLR�IORZV�
,,,��)RUPXODWLQJ�D�/RQJ �WHUP�&DSLWDO�0DUNHW�3ODQ�
:KLOH�D�VKRUW�WHUP�SODQ�IRU�WKH�FDSLWDO�PDUNHW�ZLOO�DGGUHVV�WKH�FXUUHQW�µEX\HUV¶�VWULNH¶��D�ORQJ�WHUP�SODQ�LV�HVVHQWLDO�WR�HQVXUH�JURZWK�WKURXJK�WKH�HIILFLHQW�XVH�RI�WKH�FDSLWDO�PDUNHW��)LUVW��WKLV�SODQ�VKRXOG�VHHN�WR�GHHSHQ�WKH�IRXQGDWLRQV�RI�WKH�FDSLWDO�PDUNHW�WR�HQJHQGHU�HFRQRPLF�JURZWK�ZKLFK�UHTXLUHV�LPSURYLQJ�WKH�PDUNHW�LQIUDVWUXFWXUH��KXPDQ�UHVRXUFHV��DQG�UHJXODWRU\�GHYHORSPHQW��6HFRQG��D�ORQJ�WHUP�REMHFWLYH�VKRXOG�EH�WR�HVWDEOLVK�&DLUR�DV�D�ILQDQFLDO�FHQWHU�IRU�WKH�0LGGOH�(DVW�DQG�$IULFD�E\�IRFXVLQJ�RQ�WKH�VHUYLFH�LQGXVWULHV��7KLUG��FUHDWLQJ�D�VKDUHKROGHU¶V�FXOWXUH�DQG�IRVWHULQJ�DQ�DFWLYH�VHFRQGDU\�PDUNHW�DUH�HVVHQWLDO�IRU�ORQJ�WHUP�FDSLWDO�PDUNHW�GHYHORSPHQW��
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(QJHQGHULQJ�(FRQRPLF�*URZWK7KH�(J\SWLDQ�HFRQRP\�PXVW�HQVXUH�LWV�ORQJ�WHUP�JURZWK�WKURXJK�WKH�HIILFLHQW�XVH�RI�WKH�FDSLWDO�PDUNHW��7KH�SULQFLSDO�UROH�RI�WKH�FDSLWDO�PDUNHW�LV�WR�PDNH�VDYLQJV�PRUH�UHDGLO\�DYDLODEOH�WR�LQYHVWRUV�E\�FUHDWLQJ�OLTXLGLW\��7R�GDWH��SHQVLRQ�IXQGV�DQG�LQVXUDQFH�FRPSDQLHV�DUH�PDLQO\�LQYHVWLQJ�LQ�JRYHUQPHQW�VHFXULWLHV�DQG�EDQN�GHSRVLWV��&ROOHFWLYH�LQYHVWPHQW�VFKHPHV�LQ�WKH�IRUP�RI�PXWXDO�IXQGV�DUH�UHODWLYHO\�QHZ��WKHUHIRUH��WKH�HTXLW\�PDUNHW�KDV�EHHQ�SULPDULO\�D�UHWDLO�PDUNHW��$�OLTXLG�FDSLWDO�PDUNHW�DOVR�DWWUDFWV�SULYDWH�LQWHUQDWLRQDO�VDYLQJV�DQG�JLYHV�IRUHLJQ�GLUHFW�LQYHVWRUV�H[LW�RSWLRQV��WKXV�HQFRXUDJLQJ�GLUHFW�DQG�SRUWIROLR�LQYHVWPHQWV��7KH�SULYDWL]DWLRQ�SURFHVV�DQG�FDSLWDO�PDUNHW�DUH�PXWXDOO\�UHLQIRUFLQJ��ZKLOH�SULYDWL]DWLRQ�LQFUHDVHV�WKH�VXSSO\�RI�VHFXULWLHV�SURYLGLQJ�WKH�PDUNHW�ZLWK�GHSWK��WKH�JURZWK�RI�WKH�FDSLWDO�PDUNHW�HQDEOHV�PRUH�RIIHULQJV�WR�EH�DEVRUEHG�LQ�WKH�GRPHVWLF�PDUNHW��5HFHQWO\��SULYDWH�VHFWRU�FRPSDQLHV�WDSSHG�WKH�FDSLWDO�PDUNHW��DQG�LI�WKH�SULYDWL]DWLRQ�SURJUDP�LV�LPSOHPHQWHG�IRU�XWLOLW\�FRPSDQLHV� WKH�PDUNHW�ZLOO�LQGHHG�DFKLHYH�JUHDWHU�GHSWK�DQG�EUHDGWK��7KLV�ZLOO�EH�UHIOHFWHG�LQ�LQFUHDVHG�PDUNHW�FDSLWDOL]DWLRQ�WR�*'3�DQG�OHVV�FRQFHQWUDWLRQ�RQ�D�KDQGIXO�RI�VWRFNV�² FXUUHQWO\����VWRFNV�UHSUHVHQW��� SHUFHQW�RI�PDUNHW�FDSLWDOL]DWLRQ��,Q�RUGHU�WR�EURDGHQ�WKH�PDUNHW�²WKH�GRPHVWLF�EDVH�RI�PDUNHW�SDUWLFLSDWLRQ�² D�FRQFHUWHG�SXEOLF�DZDUHQHVV�SURJUDP�VKRXOG�EH�ODXQFKHG��0RUH�IXQGV�DUH�DOVR�UHTXLUHG�LQ�WKH�PDUNHW��DQG�WKH�ORQJ�WHUP�VDYLQJV�LQVWLWXWLRQV�VKRXOG�SDUWLFLSDWH�E\�LQYHVWLQJ�LQ�IXQGV�LQ�DGGLWLRQ�WR�GLUHFW�LQYHVWPHQWV��
%XLOGLQJ�)RXQGDWLRQV
7R�HVWDEOLVK�D�VXFFHVVIXO�FDSLWDO�PDUNHW��SROLF\�PDNHUV�KDYH�WR�FRQWLQXH�WR�GHYHORS�LWV�SULQFLSDO�IRXQGDWLRQV��UHJXODWLRQ��KXPDQ�UHVRXUFHV��DQG�D�PDUNHW�PLFURVWUXFWXUH�
'HYHORSLQJ�WKH�5HJXODWRU\�)UDPHZRUN$�-XQH������VWXG\�E\�WKH�(FRQRPLVW RQ�ILQDQFLDO�FHQWHUV�LQGLFDWHG�WKDW�KDYLQJ�D�VWURQJ�UHJXODWRU\�IUDPHZRUN�IRFXVLQJ�RQ�WKH�SURWHFWLRQ�RI�UHWDLO�DQG�ZKROHVDOH�LQYHVWRUV�LV�RQH�RI�WKH�SULPDU\�UHDVRQV�ZK\�VRPH�FLWLHV�VXFFHHG�LQ�EHFRPLQJ�LQWHUQDWLRQDO�ILQDQFLDO�FHQWHUV��,Q�(J\SW¶V�FDVH��UHJXODWRU\�HIIRUWV�VKRXOG�EH�IRFXVHG�RQ��REVHUYLQJ�WKH�VWDQGDUGV�RI�GLVFORVXUH�LQ�WKH�GRFXPHQWDWLRQ�RI�RIIHULQJV�DQG�WKH�SHULRGLF�DQQRXQFHPHQWV�RI�DQ\�PDWHULDO�HYHQWV��LQVLGHU�GHDOLQJ�PHDVXUHV��UHODWHG�
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SDUW\�WUDQVDFWLRQV��FRUSRUDWH�JRYHUQDQFH��VKDUHKROGHU�PLQRULW\�ULJKWV��DQG�WDNHRYHU�UHJXODWLRQV�,Q�PDQ\�HPHUJLQJ�PDUNHWV��UHJXODWLRQ�LV�LPSOHPHQWHG�VHTXHQWLDOO\��ILUVW��FKDQJLQJ�WKH�ODZV��VHFRQG��SUHSDULQJ�WKH�VDOHV��DQG�WKLUG��HQIRUFLQJ�WKH�UHJXODWLRQV��$V�WKH�JRYHUQPHQW�SXOOV�RXW�RI�FHUWDLQ�VHFWRUV��LW�GRHV�QRW�HVWDEOLVK�D�VWURQJ�UHJXODWRU\�RUJDQL]DWLRQ�WR�PRQLWRU�SULYDWH�VHFWRU�DFWLYLWLHV�DQG�WKXV�IDOWHUV�LQ�WKH�HQIRUFHPHQW�RI�WKH�UHJXODWRU\�SURFHVV��7KLV�ZDV�WKH�FDVH�ZLWK�WKH�0H[LFDQ�EDQNLQJ�FULVLV�DQG�WKH�FULVLV�LQ�7KDLODQG�DQG�,QGRQHVLD��,Q�PDQ\�FDVHV��WKH�SUREOHPV�LQ�HPHUJLQJ�PDUNHWV�ZRXOG�KDYH�EHHQ�DYRLGHG�LI�WKH�IRFXV�ZDV�RQ�ZKR�ZDV�EX\LQJ�WKH�FRPSDQLHV�UDWKHU�WKDQ�RQ�WKH�SULFHV�EHLQJ�SDLG��DQG�PRUH�YLJLODQFH�ZDV�JLYHQ�WR�WKH�EHKDYLRU�RI�WKH�SULYDWL]HG�FRPSDQ\�DIWHU�WKH�VDOHV�
'HYHORSLQJ�D�0DVWHU�3ODQ�IRU�+XPDQ�5HVRXUFHV$�ODUJH�SHUFHQWDJH�RI�WKH�(J\SWLDQ�HFRQRP\�LV�LQ�WKH�VHUYLFH�VHFWRU��ZLWK�WKH�UHPDLQLQJ�EDODQFH�VSOLW�EHWZHHQ�PDQXIDFWXULQJ�DQG�DJULFXOWXUH��+XPDQ�VNLOOV�GHYHORSPHQW�LQ�WKH�VHUYLFH�VHFWRU�ZLOO�HQDEOH�&DLUR�WR�HVWDEOLVK�LWVHOI�DV�D�ZRUOG�FODVV�VHUYLFH�FHQWHU��$UHDV�RI�HPSKDVLV�VKRXOG�LQFOXGH�WRXULVP��WUDQVSRUWDWLRQ��VKLSSLQJ��LQVXUDQFH��ILQDQFH��VRIWZDUH��DFFRXQWLQJ��EDQNLQJ��FRQVXOWDQF\��FRQWUDFWLQJ�DQG�OHJDO�VHUYLFHV��'HYHORSLQJ�WKHVH�VHUYLFH�LQGXVWULHV�ZLOO�FUHDWH�MRE�RSSRUWXQLWLHV�IRU�XQLYHUVLW\�JUDGXDWHV�DQG�HVWDEOLVK�&DLUR�DV�D�ILQDQFLDO�DQG�VHUYLFH�FHQWHU�IRU�WKH�0LGGOH�(DVW�DQG�$IULFD��8OWLPDWHO\��GHYHORSLQJ�VHUYLFHV�IRU�H[SRUW�FRXOG�QDUURZ�(J\SW¶V�WUDGH�GHILFLW�
0DUNHW�0LFURVWUXFWXUH0DUNHW�PLFURVWUXFWXUH�KDV�D�GLUHFW�LPSDFW�RQ�WKH�IRXU�IXQGDPHQWDO�PDUNHW�DWWULEXWHV��OLTXLGLW\��HIILFLHQF\��WUDGLQJ�FRVWV�DQG�YRODWLOLW\��7KH�W\SH�RI�WUDGLQJ�V\VWHP��WKH�ZD\�WUDQVDFWLRQV�DUH�KDQGOHG�DQG�KRZ�LQIRUPDWLRQ��VXFK�DV�FRUSRUDWH�GHYHORSPHQWV��LV�EURDGFDVW�WR�PDUNHW�SDUWLFLSDQWV�DOO�LQIOXHQFH�WKH�IXQGDPHQWDO�ZRUNLQJV�RI�WKH�PDUNHW��%HFDXVH�OLTXLG�DQG�HIILFLHQW�PDUNHWV�ZLOO�EH�OHVV�YRODWLOH�WKDQ�LOOLTXLG�DQG�LQHIILFLHQW�PDUNHWV��WKH�PDUNHW�PLFURVWUXFWXUH�VKRXOG�EH�GHYHORSHG�IRU�WKH�PD[LPXP�EHQHILW�RI�WKH�PDUNHW��&LUFXLW�EUHDNHUV�DQG�PHFKDQLVPV�DUH�LQFRUSRUDWHG�LQ�WUDGLQJ�V\VWHPV�DQG�LPSDFW�OLTXLGLW\��ZKLFK�LPSOLHV�WKDW�WUDGHRIIV�QHHG�WR�EH�DQDO\]HG�'HYHORSLQJ�WKH�PDUNHW¶V�LQIUDVWUXFWXUH�UHTXLUHV�LQVWDOOLQJ�V\VWHPV�IRU�WUDGLQJ�DQG�VXUYHLOODQFH�LQIUDVWUXFWXUH��FOHDULQJ��VHWWOHPHQW��FHQWUDO�GHSRVLWRU\�DQG�SD\PHQW��DV�
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ZHOO�DV�FRPPXQLFDWLRQ�QHWZRUNV��(J\SW�KDV�D�XQLTXH�RSSRUWXQLW\�WR�OHDSIURJ�PDQ\�PDUNHWV�ZKRVH�KLVWRULFDO�VWUXFWXUH�QRZ�DFWV�DV�DQ�LPSHGLPHQW�WR�SURJUHVV��2QH�RI�WKH�NH\�DUHDV�LV�WKDW�RI�FRPPXQLFDWLRQ�QHWZRUN�DQG�LWV�LPSDFW�RQ�WKH�VHUYLFH�VHFWRU�,Q�WKH�(J\SWLDQ�FDSLWDO�PDUNHW��WKH�6WRFN�([FKDQJH�LV�XQGHUJRLQJ�D�PRGHUQL]DWLRQ�SURJUDP�RI�WKH�WUDGLQJ��FOHDULQJ��VHWWOHPHQW�DQG�SD\PHQW�V\VWHPV��$�SURJUDP�LV�FXUUHQWO\�EHLQJ�VWXGLHG�WR�LQFOXGH�RUGHU�URXWLQJ�DQG�FROOHFWLRQ��EDFN�RIILFH�VROXWLRQV�IRU�WKH�PDUNHW��DQG�QHZV�GLVVHPLQDWLRQ�V\VWHPV�XVLQJ�VDWHOOLWH�EURDGFDVWLQJ�LQ�RUGHU�WR�IRVWHU�SXEOLF�DZDUHQHVV�DQG�EURDGHQ�WKH�GRPHVWLF�PDUNHW�EDVH��7KH�FKDUW�KHUHLQ�VKRZV�WKH�UROH�RI�LQIRUPDWLRQ�WHFKQRORJ\�LQ�WKH�RYHUDOO�SURFHVV�RI�H[HFXWLQJ�DQ�RUGHU��6HH�([KLELW���� ,Q�DGGLWLRQ��([KLELW����GHPRQVWUDWHV�KRZ�QHZV�GLVVHPLQDWLRQ�XVLQJ�KLJK�VSHHG�GLJLWDO�OLQHV�DQG�VDWHOOLWH�EURDGFDVWLQJ�FDQ�EURDGHQ�GLVVHPLQDWLRQ�RI�VWRFN�H[FKDQJH��WUDGH�GDWD�IHHG��DQG�ILQDQFLDO�LQIRUPDWLRQ�RQ�OLVWHG�FRPSDQLHV�
(VWDEOLVK�&DLUR�DV�D�)LQDQFLDO�&HQWHU7KH�0LGGOH�(DVW�DQG�$IULFD�GR�QRW�KDYH�D�YLDEOH�LQWHUQDWLRQDO�ILQDQFLDO�FHQWHU��,Q�WKH�HDUO\�����V��%DKUDLQ�ZDV�DFWLYH�LQ�FKDQQHOLQJ�VXUSOXV�IXQGV�DQG�ZDV�Y\LQJ�WR�EHFRPH�VXFK�D�FHQWHU��7KH�IRFXV�LQ�%DKUDLQ��DW�WKH�WLPH��RQ�FRPPHUFLDO�EDQNLQJ�DFWLYLW\�ZDV�VXFFHVVIXOO\�LPSOHPHQWHG��7KLV�HIIRUW�GLG�QRW��KRZHYHU��LQFOXGH�FDSLWDO�PDUNHWV��DV�ZDV�WKH�FDVH�LQ�RWKHU�SDUWV�RI�WKH�ZRUOG�ZKHUH�SULYDWL]DWLRQ�LQ�HPHUJLQJ�PDUNHWV�IXHOHG�WKH�GHYHORSPHQW�RI�VWRFN�H[FKDQJHV�DQG�VHFRQGDU\�PDUNHW�DFWLYLW\�'HYHORSPHQWV�WKDW�RFFXUUHG�LQ�WKH�����V��VXFK�DV�WKH�*XOI�:DU��WKH�ZDQLQJ�LQIOXHQFH�RI�23(&��DQG�WKH�GHYHORSPHQW�RI�FDSLWDO�PDUNHWV��FDXVHG�WKH�HFRQRPLHV�RI�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD�WR�EH�YLHZHG�DV�HPHUJLQJ�PDUNHWV�DW�GLIIHUHQW�VWDJHV�RI�GHYHORSPHQW��(J\SW�KDV�EHHQ�VXFFHVVIXO�LQ�LWV�PDFURHFRQRPLF�SURJUDP�DQG�WKH�SULYDWL]DWLRQ�HIIRUW��7KLV�OHG�WR�WKH�JURZWK�RI�WKH�FDSLWDO�PDUNHW�DQG�PDGH�LW�D�YLDEOH�REMHFWLYH�IRU�(J\SW�WR�EHFRPH�WKH�OHDGLQJ�PDUNHW�LQ�WKH�UHJLRQ��$FKLHYLQJ�WKLV�JRDO�UHTXLUHV�GHYHORSLQJ�D�PDVWHU�SODQ�IRU�&DLUR�WR�PD[LPL]H�LWV�JHRJUDSKLF�DGYDQWDJH�WR�EHFRPH�WKH�ILQDQFLDO�FHQWHU�RI�WKH�UHJLRQ��7KLV�PDVWHU�SODQ�PXVW�IRFXV�RQ�GHYHORSLQJ�DQ�LQWHUQDWLRQDO�RIIVKRUH�VHUYLFH�]RQH�LQ�&DLUR�WDUJHWLQJ�PXOWLQDWLRQDO�FRUSRUDWLRQV��LQWHUQDWLRQDO�EDQNV��VRIWZDUH�FRPSDQLHV��LQVXUDQFH�FRPSDQLHV��DQG�ODZ�DQG�DFFRXQWLQJ�ILUPV��7KLV�RIIVKRUH�]RQH�ZLOO�FRPSOHPHQW�WKH�JURZWK�RI�WKH�GRPHVWLF�PDUNHW�DQG�KHOS�LQ�DFKLHYLQJ�WKH�SUHUHTXLVLWHV�IRU�D�GHYHORSHG�FDSLWDO�PDUNHW��QDPHO\��D�VRXQG�UHJXODWRU\�IUDPHZRUN��TXDOLW\�KXPDQ�UHVRXUFHV��DQG�VWDWH�RI�WKH�DUW�LQIUDVWUXFWXUH�
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$�0D\���������VXUYH\�FRQGXFWHG�E\�WKH�(FRQRPLVW LGHQWLILHV�WKH�SULQFLSDO�WUHQGV�DQG�IDFWRUV�DIIHFWLQJ�ILQDQFLDO�FHQWHUV��7KHVH�FDQ�EH�EULHIO\�VXPPDUL]HG�DV�

x

3ULQFLSDO�7UHQGV�IRU�)LQDQFLDO�&HQWHUVx 7UDGHUV�GR�QRW�QHHG�WR�JR�WR�PDUNHWV�DQ\PRUH�EHFDXVH�FRPSXWHU�QHWZRUNV�FDQ�WDNH�PDUNHWV�WR�WUDGHUV�x &HUWDLQ�W\SHV�RI�DFWLYLWLHV�KDYH�EHFRPH�FRPPRGLWL]HG�DQG�QRZ�VHHN�ORZHU�FRVW�ORFDWLRQV��KHQFH��WKH�JURZWK�RI�RIIVKRUH�FHQWHUV�x +HDGTXDUWHU�DFWLYLWLHV�DQG�VNLOOHG�HPSOR\HHV�ZLOO�FRQWLQXH�WR�FOXVWHU�LQ�ILQDQFLDO�FHQWHUV�UHJDUGOHVV�RI�QDWLRQDO�ERXQGDULHV�
)XWXUH�3URVSHFWV�IRU�)LQDQFLDO�&HQWHUVx $�VLQJOH�(XURSHDQ�FXUUHQF\�ZLOO�FUHDWH�QHZ�ILQDQFLDO�PDUNHWV�LQ�(XURSH�x 7R�PDNH�ILQDQFLDO�FHQWHUV�PRUH�FRPSHWLWLYH��ILQDQFLDO�PDUNHWV��VXFK�DV�-DSDQ��DUH�EHLQJ�GHUHJXODWHG��x 7HFKQRORJ\�LV�DIIHFWLQJ�WKH�ZD\�FHQWHUV�FRPSHWH�x 7KH�JURZLQJ�YROXPH�RI�FDSLWDO�LV�ORRNLQJ�IRU�ORFDOHV�ZLWK�ORZ�FRVW��KLJK�TXDOLW\�VNLOOV DQG�RU�PLQLPDO�UHJXODWLRQ��KHQFH��UDSLG�JURZWK�RI�RIIVKRUH�ILQDQFLDO�FHQWHUV�x 7KHVH�FHQWHUV�IRFXV�RQ�WKUHH�WLPH�]RQHV��1RUWK�$PHULFD��(XURSH�DQG�$VLD��
0HDVXUHPHQW�6WDQGDUGV�IRU�D�)LQDQFLDO�&HQWHUx 6L]H�RI�WKH�GRPHVWLF�PDUNHW�IRU�VWRFNV�DQG�ERQGV�x 0HDVXUHV RI�VRSKLVWLFDWLRQ��VXFK�DV�PDUNHW�VL]H�WR�*'3�DQG�WKH�SUHVHQFH�RI�D�IXWXUH�PDUNHW�x 2WKHU�PHDVXUHV��VXFK�DV�WKH�IRUHLJQ�H[FKDQJH�PDUNHW��VL]H�RI�LQWHUQDWLRQDO�EDQN�OHQGLQJ��DGYLFH�RQ�FURVV�ERUGHU�PHUJHUV�DQG�DFTXLVLWLRQV�DOVR�GHWHUPLQH�WKH�VXFFHVV�RI�D�FHQWHU�x )RU�PRVW�RI�WKH�ILQDQFLDO�FHQWHUV��GRPHVWLF�PDUNHW�VWUHQJWK�LV�SOD\LQJ�D�GLPLQLVKLQJ�UROH�
$QDO\VLV�RI�)DFWRUVx &RVW��ILQDQFLDO�FHQWHUV�DUH�H[SHQVLYH�SODFHV�IURP�ZKLFK�WR�FRQGXFW�EXVLQHVV�x 7LPH�]RQHV��EDQNV�W\SLFDOO\�KDYH�EUDQFKHV�LQ�WKUHH�WLPH�]RQHV��WKH�8QLWHG�6WDWHV��(XURSH�DQG�$VLD��WR�DOORZ�IRU����KRXU�WUDGLQJ�x ,QIRUPDWLRQ��ULVN�PDQDJHUV�QHHG�WR�EH�FORVH�WR�WKH�VRXUFHV�RI�LQIRUPDWLRQ�x 7UDGH�UXOHV��FHUWDLQ�UXOHV�HQFRXUDJH�GLVSHUVLRQ��VXFK�DV�WKH�(XURSHDQ�GLUHFWLYH�RQ�SHUVRQDO�GDWD��7KLV�KDV�OHG�WR�WKH�FHQWUDOL]DWLRQ�RI�RSHUDWLRQV�LQ�WKUHH�WLPH�]RQHV�x 6HFXULWL]DWLRQ��UHPRYHV�WKH�QHHG�IRU�ERUURZHUV�WR�EH�ORFDWHG�QH[W�WR�OHQGHUV��KRZHYHU��ERQG�OHQGHUV�QHHG�WR�NQRZ�WKHLU�ERUURZHUV�FUHGLWZRUWKLQHVV�DQG�D�FRUSRUDWLRQ¶V�ILQDQFLDO�FRQGLWLRQ��$V�WKH�(08�EHFRPHV�D�UHDOLW\��LW�LV�DQWLFLSDWHG�WKDW�D�EURDG�(XURSHDQ�ERQG�PDUNHW�ZLOO�HPHUJH��$VLD�DQG�$IULFD�DOVR�QHHG�WR�GHYHORS�WKHLU�ERQG�PDUNHWV��x 7HFKQRORJ\��PDNHV�GLVWDQFH�OHVV�RI�D�EDUULHU�x 3URGXFWV��ILQDQFLDO�SURGXFWV�DUH�EHFRPLQJ�PRUH�JOREDO�DQG�OHVV�ORFDO��7KH�LQGXVWU\�LV�EHLQJ�EURNHQ�GRZQ�LQWR�ILHOGV�RI�VSHFLDOL]DWLRQ�x 5LVNV��PDQDJHPHQW�QHHGV�WR�KDYH�ULVN�DQDO\VLV�FHQWUDOL]HG�LQ�WKH�ILQDQFLDO�FHQWHU�RI�HDFK�UHVSHFWLYH�]RQH�x 2WKHU�IDFWRUV��ODUJH�EDQNV�DQG�ILQDQFLDO�ILUPV�DUH�PHUJLQJ�DQG�SURPRWLQJ�FURVV�VHOOLQJ SURGXFWV�LQ�ILQDQFLDO�PDUNHWV�
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,Q�WHUPV�RI�WKH�QDWXUH�RI�ILQDQFLDO�FHQWHUV�DQG�ZRUOG�WUHQGV��LW�LV�XVHIXO�WR�H[DPLQH�WKH�VXFFHVV�RI�'XEOLQ�DV�D�ILQDQFLDO�FHQWHU�WKDW�ZDV�HVWDEOLVKHG�LQ������DQG�KDV�PDQDJHG�WR�DWWUDFW�����PXOWLQDWLRQDO�FRUSRUDWLRQV��7KH�SULQFLSDO�DWWUDFWLRQV�IRU�'XEOLQ�DUH�FRVW�HIIHFWLYHQHVV��DQ�DWWUDFWLYH�WD[�UHJLPH��VNLOOHG�ODERU�DQG�DQ�LQYHVWRU�IULHQGO\�HQYLURQPHQW�VXSSRUWHG�E\�VRXQG�LQIUDVWUXFWXUH��%DVHG�RQ�'XEOLQ�DV�D�PRGHO��ERWK�&DLUR�DQG�$OH[DQGULD�ZRXOG�WKHUHIRUH�KDYH�WR�GHYHORS�VHUYLFH�]RQHV��QHDU�WKH�FLW\�FHQWHUV��ZLWK�PRGHUQ�RIILFH�IDFLOLWLHV��WRS�QRWFK�FRPPXQLFDWLRQ�IDFLOLWLHV��H[FHOOHQW�URDG�DFFHVV��DQG�SDUNLQJ�DQG�RSHQ�VSDFH�UHTXLUHPHQWV�IRU�VXSSRUWLQJ�IDFLOLWLHV��7KHVH�IDFLOLWLHV�VKRXOG�EH�PDUNHWHG�WR�LQWHUQDWLRQDO�HGXFDWLRQDO�LQVWLWXWLRQV�DQG�SURIHVVLRQDO�ERGLHV�DQG�DVVRFLDWLRQV�LQ�WKH�EDQNLQJ��OHJDO��DFFRXQWDQF\��FRQVXOWLQJ��DQG�LQVXUDQFH�ILHOGV��7KH�]RQH�VKRXOG�KDYH�VSHFLDO�OHJDO�DQG�DGPLQLVWUDWLYH�VWDWXV�WR�HQVXUH�WKDW�]RQDO�ODZV�DUH�UHVSHFWHG�DQG�TXDOLW\�LV�PDLQWDLQHG��,Q�DGGLWLRQ��WKHUH�VKRXOG�EH�DQ�DWWUDFWLYH�WD[�UHJLPH��LQYLWLQJ�WHUPV�IRU�GHYHORSHUV�WR�EXLOG�VXFK�IDFLOLWLHV��DQG�YDULRXV�EHQHILWV�WR�OHVVRUV�RI�RIILFH�VSDFH�LQ�RUGHU�WR�DWWUDFW�PXOWLQDWLRQDO�FRUSRUDWLRQV��DQG�EDQNV��WR�HVWDEOLVK�WKHPVHOYHV�LQ�(J\SW��DV�WKH\�KDYH�LQ�'XEOLQ�$�IRFXV�RQ�WHFKQRORJ\��HPSKDVL]LQJ�WHOHFRPPXQLFDWLRQ�DQG�VRIWZDUH�VHUYLFHV��PXVW�EH�SDUW�RI�WKH�SODQ��VR�WKDW�(J\SW�FDQ�FDSLWDOL]H�RQ�LWV�UHODWLYH�DGYDQWDJH�LQ�WKH�GRPDLQ�RI�VRIWZDUH�VHUYLFHV�IRU�DGPLQLVWUDWLRQ�DQG�EDFN�RIILFH�VHUYLFHV��,W�LV�QRWHZRUWK\�WKDW�ILUPV�LQ�1HZ�<RUN�DQG�/RQGRQ��VXFK�DV�%ULWLVK�7HOHFRP��$7	7�DQG�%ULWLVK�$LUZD\V��SURFHVV�WKHLU�ELOOLQJ�DQG�LQYRLFHV�LQ�,QGLD�DQG�-DPDLFD��&DLUR�FRXOG�WDNH�DGYDQWDJH�RI�LWV�JHRJUDSKLF�ORFDWLRQ�DQG�EHFRPH�WKH�ORZ�FRVW�SURFHVVLQJ�FHQWHU�IRU�PXOWLQDWLRQDOV�LQ�WKH�0LGGOH�(DVW�DQG�$IULFD��SHUKDSV�H[SRUWLQJ�VHUYLFHV�LQWHUQDWLRQDOO\��6HH�$QQH[��SS��������%HFDXVH�RWKHU�FLWLHV�LQ�WKH�0LGGOH�(DVW�UHJLRQ�DUH�Y\LQJ�IRU�WKH�UROH�RI�UHJLRQDO�ILQDQFLDO�FHQWHU��LW�LV�QHFHVVDU\�WR�EHJLQ�WKLV�SURMHFW�DV�VRRQ�DV�SRVVLEOH��7KH�FXUUHQW�SURMHFW�WR�UHORFDWH�WKH�VWRFN�H[FKDQJH�WR�WKH�&LWDGHO�DUHD�FRXOG�EH�WKH�QXFOHXV�RI�D�SODQ�WR�GHYHORS�D�ILQDQFLDO�]RQH�
7KH�6WUXFWXUH�RI�)LQDQFLDO�&HQWHUV7ZR�VWUDWHJLHV�DUH�EHLQJ�LPSOHPHQWHG�E\�ILQDQFLDO�LQVWLWXWLRQV�LQ�ILQDQFLDO�FHQWHUV��)LUVW��WKH�µ+XE�DQG�6SRNH¶ VWUDWHJ\�GLYLGHV�DFWLYLWLHV�EHWZHHQ�WKH�FHQWUDO�KXE�²ZKHUH�VWUDWHJLF�SODQQLQJ��SURMHFW�PDQDJHPHQW��SURGXFW�GHYHORSPHQW�DQG�ULVN�PDQDJHPHQW�LV�FRQGXFWHG�² DQG�WKH�VSRNH�DUHDV�EH\RQG��ZKLFK�DUH�XVHG�IRU�VDOHV��
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PDUNHWLQJ�DQG�FXVWRPHU�UHODWLRQV��6HFRQG��WKH�FRVW�DQDO\VLV�VWUDWHJ\�LV�EHLQJ�XVHG�WR�ORFDWH�EXVLQHVV�DFWLYLWLHV�ZLWK�DGPLQLVWUDWLYH�WDVNV��VXFK�DV�WKH�FOHDULQJ�DQG�VHWWOLQJ�RI�WUDGHV�RXWVLGH�ILQDQFLDO�FHQWHUV��ZKLOH�RWKHU�DFWLYLWLHV��VXFK�DV�RIIHULQJV��PHUJHUV�DQG�DFTXLVLWLRQV��DQG�IXQG�PDQDJHPHQW��DUH�GRQH�LQ�ILQDQFLDO�FHQWHUV�7R�PDNH�(J\SW�D�PDMRU�ILQDQFLDO�FHQWHU��LW�LV�QHFHVVDU\�WR�XVH�ERWK�VWUDWHJLHV�LQ�RUGHU�WR�EHQHILW�IURP�EHLQJ�D�µILUVW�PRYHU¶�WR�VSHFLDOL]H�LQ�ILQDQFH�DQG�FDSWXUH�HFRQRPLHV�RI�VFDOH��)RU�ERWK�VWUDWHJLHV��KXPDQ�UHVRXUFHV�LQ�SURIHVVLRQDO�VHUYLFHV�DUH�UHTXLUHG��DQG�FHQWHUV�WHQG�WR�IRUP�ZKHUH�WKHVH�VNLOOV�DUH�DYDLODEOH��,W�LV�HVVHQWLDO�WKDW�D�KXPDQ�UHVRXUFHV�GHYHORSPHQW�SODQ�EH�LQFOXGHG�LQ�WKH�ILQDQFLDO�FHQWHU�SURMHFW�7R�HQVXUH�WKH�VXFFHVV�RI�DQ�RIIVKRUH�ILQDQFLDO�]RQH��LW�LV�QHFHVVDU\�WR�IRFXV�RQ��� 7KH�/HJDO�)UDPHZRUN��7KH�ILQDQFLDO�]RQH�VKRXOG�RIIHU�WD[�EUHDNV��WD[�KROLGD\V�DQG�D�VWURQJ�FRVW�DGYDQWDJH��� 0DUNHWLQJ� 3URPRWLRQ�LQ�WKH�]RQH�LV�QHFHVVDU\�IRU�ILQDQFLDO�DQG�HGXFDWLRQDO�VHUYLFHV�DQG�VRIWZDUH�VHUYLFH�FRPSDQLHV��� )DFLOLWLHV� 7KH�]RQH�PXVW�EH�HTXLSSHG�ZLWK�VWDWH�RI�WKH�DUW�WHOHFRPPXQLFDWLRQ�IDFLOLWLHV��HDV\�DFFHVV��DQG�PRGHUQ�EXLOGLQJ�IDFLOLWLHV��� $WWUDFWLYH�5HJXODWRU\�)UDPHZRUN��UHJXODWLRQ�LV�LQFUHDVLQJO\�EHFRPLQJ�DQ�LPSRUWDQW�IDFWRU�LQ�DWWUDFWLQJ�ILUPV�WR�HPHUJLQJ�ILQDQFLDO�FHQWHUV��7KLV�LV�FXUUHQWO\�HYLGHQW�LQ�WKH�8QLWHG�.LQJGRP�DQG�LQ�WKH�UHFHQW�PRYHV�LQ�7RN\R�WR�GHUHJXODWH�WKH�ILQDQFLDO�LQGXVWU\��7KHUHIRUH��VWHSV�KDYH�WR�EH�WDNHQ�LQ�(J\SW�WR�PRGLI\�FRUSRUDWH�ODZ�DQG�FDSLWDO�PDUNHW�ODZ�UHJXODWLRQV�LQ�DFFRUGDQFH�ZLWK�LQWHUQDWLRQDO�VWDQGDUGV��/DZV�VKRXOG�GLIIHUHQWLDWH�EHWZHHQ�ZKROHVDOH�EXVLQHVV�DQG�UHWDLO�EXVLQHVV��,W�LV�HYLGHQW�IURP�WKH�VXFFHVV�RI�FHUWDLQ�FHQWHUV�WKDW�WKH�FRPPHUFLDO�ODZV�VKRXOG�VWULNH�D�EDODQFH�EHWZHHQ�UHJXODWLQJ�EXVLQHVV�WLJKWO\�DQG�OHVV�VR�IRU�SURIHVVLRQDO�ZKROHVDOH�VHUYLFHV��6WDQGDUGV�DQG�SURFHGXUHV�PXVW�DOVR�EH�VHW�IRU�PDUNHW�SDUWLFLSDQWV�$FFRUGLQJ�WR�WKH�SUHYLRXVO\�PHQWLRQHG�(FRQRPLVW VXUYH\�RI�ILQDQFLDO�FHQWHUV��ILQDQFLDO�FHQWHUV�GHFOLQH�LQ�LPSRUWDQFH�LQ�WKRVH�PDUNHWV�ZKHUH�UHJXODWLRQ�KDV�QRW�NHSW�SDFH�ZLWK�ILQDQFLDO�GHYHORSPHQWV��,W�LV�WKHUHIRUH�LPSRUWDQW�WR�GHYHORS�WKH�OHJDO�IUDPHZRUN�IRU�(J\SW¶V�FDSLWDO�PDUNHW��DV�GLVFXVVHG�SUHYLRXVO\��7KLV�ZLOO�FRQVWLWXWH�RQH�PRUH�FRPSHOOLQJ�UHDVRQ�IRU�LQWHUQDWLRQDO�LQVWLWXWLRQV�WR�EH�EDVHG�LQ�&DLUR��7KH�FKDOOHQJH�LV�WR�IRUP�D�GHHS�VHFRQGDU\�PDUNHW�EDVH�LQ�WKH�GRPHVWLF�(J\SWLDQ�PDUNHW��7KLV�ZLOO�HQVXUH�ORQJ�WHUP�VXFFHVV��:KLOH�LQ�WKH�LQLWLDO�VWDJHV�RI�DQ�HPHUJLQJ�PDUNHW�WKH�GULYLQJ�IRUFH�EHKLQG�JURZWK�LV�WKH�VXSSO\�RI�LVVXHV�IURP�SULYDWL]DWLRQ��WKLV�GRHV�QRW�QHFHVVDULO\ HQVXUH�VXVWDLQDELOLW\�RI�PDUNHW�DFWLYLW\�LQ�WKH�VHFRQGDU\�PDUNHW��6HYHUDO�HPHUJLQJ�PDUNHWV�DUH�FXUUHQWO\�H[SHULHQFLQJ�D�VHYHUH�GURS�LQ�OLTXLGLW\�GXH�WR�ZLWKGUDZDO�RI�VRPH�IRUHLJQ�LQYHVWRUV��SDUWLFXODUO\�LQ�PDUNHWV�ZKHUH�PDFUR�
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	Engendering capital market growth is essential to bring the Egyptian stock market out of its slump and ensure sustainable economic growth. A short-term plan should revive domestic and international demand for shares by controlling the supply of financial securities and enhancing the quality of issues. Pricing of shares, improving market capitalization and liquidity, enhancing market depth and developing the debt market are essential features of a short-term action plan.  For long-term capital market growth the basic foundations must be improved, including the regulatory framework, human resources and the technological infrastructure of the market. It is necessary to foster an active secondary market and develop a culture of shareholders. Establishing Cairo as the financial center of the Middle East and Africa will build on Egypt’s existing resources in the service sector and ensure future growth.
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