
0DUJLQDO�(IIHFWLYH�7D[�5DWHV�DQG�,QYHVWPHQW�'HFLVLRQV�LQ�(J\SW+DQDD�.KHLU�(O�'LQ��6DPLKD�)DZ]\�	�$PDO�5DIDDW:RUNLQJ�3DSHU�1R����1RYHPEHU�����

7KLV�SDSHU�LV�EDVHG�RQ�D�UHVHDUFK�SURMHFW�GRQH�IRU�WKH�³&RPSHWLWLYHQHVV�LQ�WKH�0(1$�5HJLRQ´�SURMHFW�SDUWLDOO\�ILQDQFHG�E\�)(0,6(�(5)�
7KH�DXWKRUV�ZRXOG�OLNH�WR�WKDQN�'U��$KPHG�*DODO��(&(6��IRU�KLV�VXSSRUW�DQG�XVHIXO�FRPPHQWV���7KH\�DUH�DOVR�JUDWHIXO�WR�0U��+DOHP�6DP\��.30*��IRU�KLV�WHFKQLFDO�KHOS��DQG�WR�0UV��1LKDO�(O�0HJKDUEHO��(&(6��IRU�KHU�UHVHDUFK�DVVLVWDQFH��
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$EVWUDFW5HFRJQL]LQJ� WKH�EHDULQJ�RI� WD[DWLRQ�RQ� WKH� FRVW� RI� FDSLWDO� DQG� LQYHVWPHQW�EHKDYLRU��WKLV� SDSHU� DWWHPSWV� WR� PHDVXUH� WKH� RYHUDOO� LPSDFW� RI� EXVLQHVV� LQFRPH� WD[DWLRQ� RQ�GRPHVWLF� PDUJLQDO� LQYHVWPHQWV� LQ� (J\SW�� 7KH SDSHU� XVHV� D� FRPSXWHUL]HG� PRGHO�GHYHORSHG�E\�'XQQ�DQG�3HOOHFKLR��������WR�PHDVXUH�WKH�0DUJLQDO�(IIHFWLYH�7D[�5DWH��0(75�� RQ� FDSLWDO�� 7KH� VWXG\� VKRZV� WKDW� 0(75V� LQ� (J\SW� DUH� UHODWLYHO\� KLJK�FRPSDUHG�ZLWK�VWDWXWRU\�LQFRPH�WD[�UDWHV�DQG�0(75�OHYHOV�LQ�VRPH�/DWLQ�$PHULFDQ�FRXQWULHV�� )XUWKHUPRUH�� WKH� DQDO\VLV� LQGLFDWHV� WKDW� WKH� WD[� V\VWHP� IDYRUV� MRLQW� VWRFN�FRPSDQLHV� OLVWHG� RQ� WKH� 6WRFN� ([FKDQJH� RYHU� RWKHU� OHJDO� IRUPV� RI� FRPSDQLHV��PDQXIDFWXULQJ� RYHU� VHUYLFHV�� GHEW� RYHU� HTXLW\� ILQDQFLQJ� DQG� ODQG� RYHU� RWKHU� FDSLWDO�DVVHWV�� � $OWKRXJK� H[SRUW� DFWLYLWLHV� IDFH� ORZHU�0(75� FRPSDUHG� WR� LQZDUG� RULHQWHG�RQHV��WKH\�DUH�LQVXIILFLHQW�WR�RIIVHW�RWKHU�WD[�LQGXFHG�ELDVHV�DJDLQVW�H[SRUWV��7KH�VWXG\�FRQFOXGHV�E\�RIIHULQJ�EURDG�UHFRPPHQGDWLRQV�FRQVLVWHQW�ZLWK�LQYHVWPHQW�SURPRWLRQ��HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV�DQG�HTXLW\��7KHVH�UHFRPPHQGDWLRQV�LQFOXGH�UHGXFLQJ�WKH� HIIHFWLYH� WD[� EXUGHQ� RQ� LQYHVWPHQW�� SKDVLQJ� RXW� DQG� UDWLRQDOL]LQJ� WKH� ELDVHV�LQGXFHG�E\�WKH�WD[�UHJLPH��DQG�ILQDOO\�UHIRUPLQJ�WD[�DGPLQLVWUDWLRQ�
º¨àã �ôäë÷� ñ�Û�©�� ®óªØ����³�ªß�� �¬ë��ôèË� ìï�ä��³û��Ùîà´ß��ðàË����®Àß�®ô���ï�Ìßá�Èèàß�ðàÜß��í��Ý�ÌÔß�� ò�ó®Àß��ªóª ß��í���óª¤ß�����ä��³û��ðàË�òÓ®¼ã��æË Þ§ªß��ðàË���ó®Ààß�ðä³ù��ÝªÌäß��î¼Øß� ñ�®Èçí ìï�Ìß���¬ë�æË ®ô�Ì�ß�^h������w�YlTig�T�Zg�[wL��T�VlUc����gwL��lU��������W�� ��g��� ¿� �'XQQ�

DQG�3HOOHFKLRá�Ë�ú��ùì®óªØ�ß���ó®Ààß�Ý�ÌÔß��ÝªÌäß���0DUJLQDO�(IIHFWLYH�7D[�5DWH�®¼ã�ðÓ�� ðß���³�ªß���à»î��ª×íÉ�Ô���ÝªÌäß��Ôß�ðÓ�Þ§ªß��ðàË���ó®Ààß�ðä³÷��ÝªÌäß����ç�Øã�®¼ã�ðÓ���ó®Ààß�Ý�Ì ®¼ã�Ôß��ÝªÌäß��� �ç�Øäß���Úß¬Û�í�ôèô�üß�� �Üó®ã��Ýí©�¾Ì��ðÓ� ��ó®Ààß�Ý�Ì�á�Èèß��å��Þôà¤�ß��¢¿í�� �äÛÝ�Ü·÷����ç�Øã��»î�ß����à ´äß���äë�´äß����Û®¸ß��¢ß�¼ß��ô�ó®Àß���àã�Ìäß��ðÓ�°ôäó�®¼ã�ðÓ�ð�ó®Àß�Þ��Øã�òÓ�½�®�×ù��Öó®Ã�æË Þóîä�ß��ðàË�Ê ¸ó��äÛ�ì��ãª¨ß����´£�ðàË��Ë�è¼ß�í�ìï®§÷���ôçîç�Øß�Þóîä�ß��ðÓ��ä��³û��°ôäó� ñ�®ô§�í� ìñ�©íª¤ã�°ôôä�ß�� �¬ë�å�Û�å�í�ðà¤äß��Õî´àß����çù����ç�Øã�®óª¼�ß��°ôäóí� ìð��¬ß�ÞØèß��Þ��³íí���ªÌäß�í��ûõ����´£�ðàË�ðç��äß�í�ð¿�÷����£®�Øäß��æã��Ëîä ã�ðß���³�ªß���ì�ç��ª×í ð�ß���ã�Ìß��ìç�·�æãÊÓí�ì�ä��³û��Êô ¸���ß�ªÌß��ÖôØ¤����Ë�®ã�Êã�ìê�ï�ÔÛ ïî�´ã����£®�Øäß��Úà��®ô¸�í�ô�ó®Àß�� �àã�Ìäß�� ªô·®�í� �Ì��®ãí� ì�ä��³û�� ðàË� ��ó®Ààß� Ý�ÌÔß�� ï�Ìß��¾ôÔ¨�� ðàË� ÞäÌß�� �ôäë�� ðß�ì�Óªì�´ã�í �©íª¤ã��û� ã�ðàË��ô�ó®Àß��°Ó�î¤ß��®¼×�Êã��ó°ôôä�ß�ðàË�°ôÛ®�ß���í®¿�æË üÀÓ®óîÄ�� ü»�í�ô�ó®Àß����©ù��¡�
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,��,QWURGXFWLRQ
$OWKRXJK� EXVLQHVV� LQFRPH� WD[DWLRQ� LV� RQO\� RQH� RI� VHYHUDO� GHWHUPLQDQWV� RI�LQYHVWPHQW� GHFLVLRQV�� LW� RIWHQ� KDV� DQ� LPSRUWDQW� LPSDFW� RQ� PDUJLQDO� LQYHVWPHQW��:KHQ� D� FRXQWU\¶V� WD[� UDWH� LV� UHODWLYHO\� KLJK�� LQYHVWPHQW� LV� GLVFRXUDJHG� DQG�FRPSHWLWLYHQHVV� LV� HURGHG�� /LNHZLVH�� LI� WKH� WD[� V\VWHP� IDLOV� WR� WUHDW� DOWHUQDWLYH�LQYHVWPHQW�RSSRUWXQLWLHV�LQ�D�QHXWUDO�ZD\��GLVWRUWLRQV�DUH�LQWURGXFHG�LQ�LQYHVWPHQW�GHFLVLRQV�� ,Q� D� JOREDOL]HG� ZRUOG� FKDUDFWHUL]HG� E\� LQFUHDVHG� FDSLWDO� PRELOLW\�� DZHOO�GHVLJQHG� DQG� QHXWUDO� QDWLRQDO� FRUSRUDWH� WD[� V\VWHP� KDV� D� VWURQJ� EHDULQJ� RQ�DWWUDFWLQJ� IRUHLJQ� GLUHFW� LQYHVWPHQW�� � 7KXV�� WKLV� SDSHU� DWWHPSWV� WR� PHDVXUH� WKH�RYHUDOO�LPSDFW�RI�WKH�(J\SWLDQ�WD[�UHJLPH�RQ�GRPHVWLF�PDUJLQDO��L�H��DGGLWLRQDO�RU�QHZ��LQYHVWPHQWV��7R�WKLV�HQG��LW�LQYHVWLJDWHV�WKH�H[WHQW�WR�ZKLFK�WD[DWLRQ�LQ�(J\SW�LPSRVHV� DGGLWLRQDO� FRVW� RQ� FDSLWDO� DQG� KHQFH� GLVFRXUDJHV� LQYHVWPHQW�� LW� DOVR�DVVHVVHV�WKH�GLVWRUWLRQDU\�HIIHFWV�RI�WKH�UHJLPH�RQ�LQYHVWPHQW�DOORFDWLRQ��%HFDXVH� WKH� VWDWXWRU\� WD[� UDWH� LV� QRW� DQ� DFFXUDWH� LQGLFDWRU� RI� WKH� RYHUDOO�LPSDFW� RI� WKH� WD[� V\VWHP� RQ� LQYHVWPHQW� GHFLVLRQV�� WKH� SDSHU� PHDVXUHV� WKH�PDUJLQDO�HIIHFWLYH�WD[�UDWH��0(75��RQ�FDSLWDO�� �7KLV�PHDVXUH�LV�PDUJLQDO�LQ�WKH�VHQVH� WKDW� LW� LV� RQO\� FRQFHUQHG�ZLWK� LQFUHPHQWDO� FDSLWDO� LQYHVWPHQW��0(75�RQ�FDSLWDO� FDSWXUHV� DOO� GLUHFW� DQG� LQGLUHFW� WD[HV� LPSRVHG� RQ� FDSLWDO�� WKH� GLIIHUHQW�DVSHFWV� RI� WD[� UHODWHG� LQFHQWLYHV� �GHSUHFLDWLRQ� DOORZDQFHV�� WD[� FUHGLWV�� WD[�KROLGD\V��DQG�WD[�FRPSOLDQFH��DV�ZHOO�DV�WKH�LQGXVWU\�VSHFLILF�DQG�HFRQRP\�ZLGH�SDUDPHWHUV� �DVVHW� VWUXFWXUH�� LQWHUHVW� UDWHV�� LQIODWLRQ� UDWH�� HWF��� WKDW� LQWHUDFW�ZLWK�WKHVH� WD[HV�� 0(75� RQ� FDSLWDO�� DV� D� FRQFHSW�� LV� GLIIHUHQW� IURP� WKH� DYHUDJH�HIIHFWLYH�WD[�UDWH��ZKLFK�LV�WKH�UDWLR�RI�WD[�OLDELOLWLHV�WR�WD[DEOH�LQFRPH��7KH�ODWWHU�LV�OHVV�LQGLFDWLYH�JLYHQ�WKDW�LW�LV�VHQVLWLYH�WR�WD[SD\HUV¶�SHUIRUPDQFH�DQG�GRHV�QRW�FDSWXUH� DOO� DVSHFWV� RI� WKH� WD[� V\VWHP� DQG� LV� WKHUHIRUH� OHVV� XVHIXO� IRU� SROLF\�VLPXODWLRQV��6SHFLILFDOO\��WKH�VWXG\�DGGUHVVHV�WKH�IROORZLQJ�TXHVWLRQV�x 'RHV�WKH�SUHYDLOLQJ�WD[�V\VWHP�LQ�(J\SW�HQFRXUDJH�QHZ�LQYHVWPHQW"
� 7KH�PHDVXUH�FRPPRQO\�XVHG�LQ�VLPLODU�VWXGLHV�� 1RWH��0(75�RQ�FDSLWDO�LV�GLIIHUHQW�IURP�0(75�RQ�FRVW�RI�SURGXFWLRQ��ZKLFK�LV�D�ZLGHU�PHDVXUH�RI�WD[� EXUGHQ� RQ� D� PDUJLQDO� LQYHVWPHQW� WKDW� LQFRUSRUDWHV� WKH� WD[HV� RQ� RWKHU� IDFWRUV� RI� SURGXFWLRQ� LQ�DGGLWLRQ�WR�WD[HV�RQ�FDSLWDO���
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x 'RHV� WKLV� V\VWHP� GLVWRUW� LQYHVWPHQW� GHFLVLRQV� E\� GLVFULPLQDWLQJ� EHWZHHQ�GLIIHUHQW�RUJDQL]DWLRQDO�IRUPV��HFRQRPLF�DFWLYLWLHV��VRXUFHV�RI�ILQDQFH��DQG�W\SHV�RI�DVVHWV"x :KDW�KDSSHQV�WR�0(75V�ZKHQ�WD[�LQFHQWLYHV�DQG�WD[�FRPSOLDQFH�DUH�WDNHQ�LQWR�DFFRXQW"
7KH�SDSHU�LV�RUJDQL]HG�DV�IROORZV��6HFWLRQ�,,�LGHQWLILHV�WKH�EDVLF�FKDUDFWHULVWLFV�RI�EXVLQHVV� LQFRPH� WD[DWLRQ� LQ� (J\SW�� 6HFWLRQ� ,,,� GLVFXVVHV� WKH� FRQFHSW� RI�0(75�DQG�VXPPDUL]HV� WKH� PHWKRGRORJ\� XVHG� LQ� 0(75� FDOFXODWLRQV�� ,W� DOVR� VSHFLILHV� WKH�SDUDPHWHUV� RI� WKH�0(75�PRGHO� LQ� WKH�(J\SWLDQ� FRQWH[W��0(75� HVWLPDWHV� DUH� WKHQ�SUHVHQWHG� LQ� WKH� IROORZLQJ� WZR� VHFWLRQV�� 6HFWLRQ� ,9� SUHVHQWV� 0(75� HVWLPDWHV� IRU�PDUJLQDO� LQYHVWPHQWV� DFFRUGLQJ� WR� WKHLU� OHJDO� IRUP�� HFRQRPLF� DFWLYLW\�� VRXUFH� RI�ILQDQFH�� DQG� W\SH� RI� DVVHW� LQYHVWPHQWV�� 6HFWLRQ� 9� GLVFXVVHV� WKH� LPSDFW� RI� WD[�LQFHQWLYHV� DQG� FRPSOLDQFH� RQ�0(75� HVWLPDWHV�� 6HFWLRQ�9,� FRQFOXGHV� WKH� VWXG\� E\�RIIHULQJ�EURDG�SROLF\�LPSOLFDWLRQV�

,,��%XVLQHVV�,QFRPH�7D[DWLRQ�LQ�(J\SW
7KH� (J\SWLDQ� V\VWHP� RI� EXVLQHVV� WD[DWLRQ� LV� PXOWLIDFHWHG�� � ,W� LQYROYHV� GLUHFW� WD[HV�VXFK�DV�LQFRPH�DQG�SURSHUW\�WD[HV��DV�ZHOO�DV�LQGLUHFW�WD[HV�LQFOXGLQJ�FXVWRPV�GXWLHV��VDOHV� WD[HV�� VWDPS� GXWLHV� DQG� VXUFKDUJHV�� � 7KH� WD[� V\VWHP� DOVR� SURYLGHV� VSHFLDO�LQFHQWLYHV�� XQGHU� GLIIHUHQW� LQFRPH� DQG� LQYHVWPHQW� ODZV�� WR� HQFRXUDJH� LQYHVWPHQW���%HVLGH�WD[�UHODWHG�SURYLVLRQV�DQG�H[HPSWLRQV��RWKHU�IDFWRUV�VXFK�DV�WD[�DGPLQLVWUDWLRQ�DQG�FRPSOLDQFH�DIIHFW�WKH�EXUGHQ�RI�WD[DWLRQ�RQ�WKH�FRVW�RI�FDSLWDO��,Q�WKLV�VHFWLRQ��ZH�KLJKOLJKW�WKH�PDLQ�IHDWXUHV�RI�EXVLQHVV��FRUSRUDWH�DQG�QRQ�FRUSRUDWH��LQFRPH�WD[DWLRQ�LQ�(J\SW��
7D[�5DWHV(J\SW�DSSOLHV�UHODWLYHO\�KLJK�DQG�QRQ�XQLIRUP�SURILW�WD[�UDWHV��$V�VKRZQ�LQ�7DEOH����WKH�PD[LPXP� FRUSRUDWH� LQFRPH� WD[� UDWH� LQ� (J\SW� ���� SHUFHQW�� LV� WKH� KLJKHVW� LQ� WKH�VDPSOH�RI�GHYHORSLQJ�FRXQWULHV�OLVWHG�WKHUHLQ��:KLOH�LW�LV�WUXH�WKDW�WKH�ORZHU�ERXQG�RI�WKH�WD[�UDWH�����SHUFHQW��LV�OHVV�WKDQ�WKH�UDWH�LQ�7XUNH\��0RURFFR��%UD]LO�DQG�0H[LFR��LW� UHPDLQV� KLJKHU� WKDQ� WKH� UDWHV� IRU� VXFK� IDVW� JURZLQJ� HFRQRPLHV� DV� +RQJ� .RQJ��6LQJDSRUH��,QGRQHVLD�DQG�&KLOH�
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7DEOH����&RUSRUDWH�7D[�5DWHV�LQ�6HOHFWHG�'HYHORSLQJ�&RXQWULHV����������&RXQWU\ &RUSRUDWH�7D[�5DWH(J\SW �����7XUNH\ ��0RURFFR ��7XQLVLD ��,VUDHO ��$UJHQWLQD ��%UD]LO ��&KLOH ��0H[LFR ��3HUX ��,QGRQHVLD ��6LQJDSRUH ��+RQJ�.RQJ ��.RUHD ��6RXUFH� .30*���������.30*�&RUSRUDWH�7D[�5DWH�6XUYH\�7D[�UDWHV�YDU\�DFFRUGLQJ�WR�WKH�QDWXUH�RI�WKH�DFWLYLW\��)RU�FRUSRUDWH�ILUPV�HQJDJHG�LQ� VHUYLFHV�� WKH� UDWH� LV� ��� SHUFHQW��ZKHUHDV� WKH� UDWH� IRU� FRUSRUDWH� ILUPV� XQGHUWDNLQJ�PDQXIDFWXULQJ� DQG� H[SRUWLQJ� DFWLYLWLHV� LV� RQO\� ��� SHUFHQW�� 3URILWV� RI� QRQ�FRUSRUDWH�ILUPV� DUH� VXEMHFW� WR� SHUVRQDO� LQFRPH� WD[� UDWHV� UDQJLQJ� EHWZHHQ� ��� DQG� ��� SHUFHQW�GHSHQGLQJ�RQ�WKH�LQFRPH�EUDFNHW��,Q�WHUPV�RI�UHYHQXHV��FRUSRUDWH�WD[HV�DUH�DQ�LPSRUWDQW�VRXUFH�RI�UHYHQXH��)LJXUH��D�VKRZV� WKDW� FRUSRUDWH� WD[HV� LQ� (J\SW� LQ� ����� JHQHUDWHG� ��� SHUFHQW� RI� WRWDO� WD[�UHYHQXHV��ZKLFK�LV�PXFK�KLJKHU�WKDQ�WKH�DYHUDJH�RI���SHUFHQW�IRU�D�VHOHFWHG�VDPSOH�RI�FRXQWULHV� LQ� WKH� 0(1$� UHJLRQ�� 6LPLODUO\�� WKH� VKDUH� RI� UHYHQXHV� IURP� FRUSRUDWH�WD[DWLRQ� WR� *'3� LQ� (J\SW� IRU� WKH� VDPH� \HDU� ZDV� KLJKHU� WKDQ� WKH� FRUUHVSRQGLQJ�DYHUDJH�IRU� WKH�VDPH�VDPSOH��)LJXUH��E���,W�VKRXOG�EH�QRWHG��KRZHYHU��WKDW�UHYHQXHV�IURP� FRUSRUDWH� WD[DWLRQ� LQ� (J\SW� DUH� GRPLQDWHG� E\� WD[HV� IURP� WKH� JRYHUQPHQW�HFRQRPLF�DXWKRULWLHV�� WKH�6XH]�&DQDO�� WKH�RLO�VHFWRU��DQG�WKH�&HQWUDO�%DQN�RI�(J\SW��1HDUO\����SHUFHQW�RI�FRUSRUDWH� WD[�\LHOG�LV�DWWULEXWDEOH� WR� WKHVH�HFRQRPLF�DXWKRULWLHV��$EGHO�5DKPDQ��������
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)LJXUH����,PSRUWDQFH�RI�&RUSRUDWH�7D[DWLRQ�LQ�(J\SW�DQG�6HOHFWHG�0(1$�&RXQWULHV������
D��&RUSRUDWH�WD[�UHYHQXHV�7RWDO�WD[�UHYHQXHV�������E��&RUSRUDWH�WD[�UHYHQXHV�*'3

��
����
����

(J\SW 0RURFFR 7XQLVLD 7XUNH\ -RUGDQ ,VUDHO

3HUFHQ
W

��
��
��

(J\SW 0RURFFR 7XQLVLD 7XUNH\ -RUGDQ ,VUDHO

3HUFHQ
W

6RXUFH� ,0)��*RYHUQPHQW�)LQDQFH�6WDWLVWLFV�������DQG�,QWHUQDWLRQDO�)LQDQFLDO�6WDWLVWLFV� 0DUFK������'LUHFW�YHUVXV�,QGLUHFW�7D[DWLRQ
:KLOH�FRUSRUDWH�DQG�QRQ�FRUSRUDWH�WD[�UHYHQXHV�DFFRXQW�IRU�DERXW����SHUFHQW�RI�WRWDO�WD[�UHYHQXHV��LQGLUHFW�WD[DWLRQ�UHYHQXHV�DFFRXQW�IRU�PRUH�WKDQ����SHUFHQW�RI�WKH�WRWDO��6HH� 7DEOH� ���� :LWKLQ� WKH� FDWHJRU\� RI� LQGLUHFW� WD[DWLRQ�� WKH� LPSRUWDQFH� RI� LPSRUW�GXWLHV�LV�GHFOLQLQJ�RYHU�WLPH�DQG�WKLV�WUHQG�LV�H[SHFWHG�WR�FRQWLQXH�LQ�WKH�\HDUV�DKHDG�ZLWK�IXUWKHU�OLEHUDOL]DWLRQ�DQG�SRVVLEOH�IUHH�WUDGH�DJUHHPHQWV��)7$V��ZLWK�WKH�(8�DQG�RWKHU� UHJLRQDO� HFRQRPLF� EORFNV�� 6DOHV� WD[� DQG� VWDPS� GXWLHV�� RQ� WKH� RWKHU� KDQG�� DUH�JDLQLQJ�QHZ�JURXQGV��DV�WKH\�DUH�EHFRPLQJ�D�SULQFLSDO�VRXUFH�RI�WD[�UHYHQXHV��$EGHO�5DKPDQ��������
7DEOH����5HYHQXHV�DV�D�3HUFHQW�RI�7RWDO�*RYHUQPHQW�DQG�7D[�5HYHQXH��$YJ����������± ����������RI�WRWDOJRYHUQPHQWDO�UHYHQXHV ��RI�WD[�UHYHQXHV7RWDO�UHYHQXHV ����� ������
7D[�UHYHQXH ���� �����&RUSRUDWH�WD[HV ���� ����8QLILHG�SHUVRQDO�WD[�UHYHQXHV� ��� ���RI�ZKLFK&RPPHUFLDO�DQG�LQGXVWULDO�SURILWV ��� ���3URSHUW\�WD[HV ��� ���6DOHV�WD[HV ���� ����,PSRUW�GXWLHV ���� ����6WDPS�WD[HV ��� ���2WKHUV ��� ���6RXUFH��0LQLVWU\�RI�)LQDQFH� *RYHUQPHQW�%XGJHW�IRU���������������
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7D[�'HGXFWLRQV�DQG�$OORZDQFHV
/LNH� FRUSRUDWH� WD[DWLRQ� UHJLPHV� HOVHZKHUH�� WKH� WD[� ODZ� LQ� (J\SW� SURYLGHV� GLIIHUHQW�IRUPV�RI�GHGXFWLRQV�DQG�DOORZDQFHV��7KHVH�LQFOXGH�DQQXDO�GHSUHFLDWLRQ�GHGXFWLRQV�WR�FRPSHQVDWH�IRU�DVVHWV�GHWHULRUDWLRQ��DV�ZHOO�DV�LQLWLDO�GHGXFWLRQV�JUDQWHG�WR�LQYHVWPHQW�LQ�QHZ�PDFKLQHU\���,Q�DGGLWLRQ��WKH�WD[�ODZ�DOORZV�IRU�WKH�GHGXFWLRQ�RI�LQWHUHVW�RQ�GHEW�IURP� WD[DEOH� LQFRPH�� 7KHUH� DUH� DOVR� VSHFLDO� DOORZDQFHV� JUDQWHG� WR� FHUWDLQ�RUJDQL]DWLRQDO� IRUPV�� VXFK� DV� WKH� SDLG�XS� FDSLWDO� DOORZDQFHV� JUDQWHG� WR� MRLQW� VWRFN�FRPSDQLHV� OLVWHG�RQ� WKH�VWRFN�H[FKDQJH�� �7KHVH�GLIIHUHQWLDO� WUHDWPHQWV�DFURVV�DVVHWV��VRXUFHV�RI� ILQDQFH�� DQG�RUJDQL]DWLRQDO� IRUPV�FOHDUO\�DIIHFW� WKH�SDWWHUQ�RI� LQYHVWPHQW�GHFLVLRQV��DV�ZLOO�EH�GLVFXVVHG�ODWHU�
,QFHQWLYH�6FKHPHV,QYHVWPHQW� LQFHQWLYHV� DUH� D�SURPLQHQW� IHDWXUH�RI� WKH�(J\SWLDQ� WD[�SROLF\��ZKHUH� WKH�SUHIHUUHG� IRUP� LV� WD[�KROLGD\V��(J\SW�XVHV� WD[�KROLGD\V� WR�SURPRWH� FHUWDLQ� DFWLYLWLHV�DQG�WR�HQFRXUDJH�QHZ�LQGXVWULHV�WR�ORFDWH�RXWVLGH�&DLUR�DQG�$OH[DQGULD��7D[�KROLGD\V�YDU\�EHWZHHQ���DQG����\HDUV�DQG�H[WHQG�WR�OLIHWLPH�H[HPSWLRQV�IURP�WD[HV�LQ�WKH�FDVH�RI� IUHH� ]RQH� LQYHVWPHQWV��6HYHUDO� ODZV� JRYHUQ� WKH� H[HPSWLRQ�SDWWHUQ� LQ� DGGLWLRQ� WR�H[HPSWLRQV�FRQWDLQHG�LQ�WKH�WD[�OHJLVODWLRQ�LWVHOI���
7D[�&RPSOLDQFH+LJK�DQG�QRQ�XQLIRUP�LQFRPH�WD[�UDWHV�FRXSOHG�ZLWK JHQHURXV�LQFHQWLYH�VFKHPHV�DQG�D�PXOWLSOLFLW\�RI�WD[�GHGXFWLRQV�DQG�DOORZDQFHV�WHQG�WR�FRPSOLFDWH�WD[�DGPLQLVWUDWLRQ�DQG�KHQFH�ZHDNHQ�WD[�FRPSOLDQFH��7KH���������SHQGLQJ�WD[�FDVHV�LQ�(J\SWLDQ�FRXUWV�DUH�D�JRRG�LOOXVWUDWLRQ�RI�WKH�FXPEHUVRPH�QDWXUH�RI�WKH�WD[�DGPLQLVWUDWLRQ��$OWKRXJK�DFFXUDWH�HVWLPDWHV� IRU� WD[�FRPSOLDQFH� LQ�(J\SW�DUH�QRW�DYDLODEOH�� LW� LV�HVWLPDWHG� WKDW�DQQXDO� WD[� HYDVLRQ� UDQJHV� EHWZHHQ� /�(�� ��� ELOOLRQ� DQG� /�(�� ��� ELOOLRQ�� RI� ZKLFK�����/�(����ELOOLRQ�DSSOLHV�VSHFLILFDOO\�WR�LQFRPH�WD[�HYDVLRQ��$WWD���������+RZHYHU��PRUH�V\VWHPDWLF�DQDO\VLV�VKRZV�WKDW�WD[�HYDVLRQ�LQ�(J\SW�LV�VLPLODU�WR�WKH�OHYHO�REVHUYHG�LQ�RWKHU�FRXQWULHV�DIWHU�WDNLQJ�LQWR�DFFRXQW�WKH�FRXQWU\¶V�OHYHO�RI�HFRQRPLF�GHYHORSPHQW�DQG� WKH� VWUXFWXUH� RI� LWV� WD[� EDVH� �L�H��� *'3� SHU� FDSLWD�� WKH� UHODWLYH� LPSRUWDQFH� RI�HFRQRPLF�VHFWRUV�LQ�*'3��WKH�VKDUHV�RI�H[SRUWV�DQG�LPSRUWV�WR�*'3��DQG�WKH�SURILW�WD[�UDWHV���7RKDP\��������
�� /DZ� 1R�� �� RI� ����� �7KH� ,QYHVWPHQW� ,QFHQWLYHV� DQG� *XDUDQWHHV� /DZ��� /DZ� 1R�� ���� RI� ����� DV�DPHQGHG��7KH�&RPSDQLHV�ODZ���DQG�/DZ�1R�����RI������WKH��1HZ�XUEDQ�&RPPXQLWLHV�/DZ��
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&ROOHFWLYHO\�� WKHVH� IHDWXUHV�RI� WKH� WD[� UHJLPH�PDNH� LW�GLIILFXOW� WR�HYDOXDWH� WKH�QHW�HIIHFW� RI� WD[DWLRQ� RQ�PDUJLQDO LQYHVWPHQW� LQ� (J\SW��2Q� RQH� KDQG�� WKH� JHQHURXV� WD[�LQFHQWLYH�VFKHPHV�DQG�WD[�HYDVLRQ�KDYH�WKH�HIIHFW�RI�UHGXFLQJ�WKH�FRVW�RI�FDSLWDO��2Q�WKH� RWKHU� KDQG�� KLJK� VWDWXWRU\� WD[� UDWH�� H[WHQVLYH� XVH� RI� LQGLUHFW� WD[DWLRQ� DQG�FXPEHUVRPH�WD[�DGPLQLVWUDWLRQ�SURFHGXUHV�KDYH�WKH�HIIHFW�RI�LQFUHDVLQJ�WKH�EXUGHQ�RI�WD[DWLRQ�� )XUWKHU� FRPSOLFDWLQJ� IDFWRUV� IRU� PHDVXULQJ� WKH� HIIHFWLYH� FRVW� RI� FDSLWDO�LQFOXGH� WKH�PXOWLSOH� WD[� UDWHV�� DV�ZHOO� DV� GLIIHUHQW� DOORZDQFHV� DQG� LQFHQWLYHV� DFURVV�OHJDO�IRUPV�RI�ILUPV��DFWLYLWLHV��DVVHWV DQG�VRXUFHV�RI�ILQDQFH��$FFRUGLQJO\��LW�LV�RQO\�E\� UHO\LQJ�RQ�VXFK�D� VXPPDU\�PHDVXUH�DV�0(75� WKDW�ZH�FDQ�VD\� VRPHWKLQJ�XVHIXO�DERXW�WKH�RYHUDOO�HIIHFW�RI�WKH�GLIIHUHQW�DVSHFWV�RI�WKH�WD[�V\VWHP�RQ�WKH��FRVW�RI�FDSLWDO�DQG� LQYHVWPHQW� GHFLVLRQV� � LQ� (J\SW�� 7KH� QH[W� VHFWLRQ� KLJKOLJKWV� WKH� UDWLRQDOH� DQG�PHULWV�RI�WKLV�LQGLFDWRU�
,,,��0(75�2Q�&DSLWDO��$�&RQFHSWXDO�)UDPHZRUN
7KLV� VHFWLRQ� GLVFXVVHV� WKH� FRQFHSW� RI� 0(75� RQ� FDSLWDO� DQG� GHVFULEHV� EULHIO\� WKH�PHWKRGRORJ\�RI�LWV�FDOFXODWLRQ��)XUWKHU�GHWDLOV�RI�WKH�PHWKRGRORJ\�DUH�DYDLODEOH�LQ�$SSHQGL[ $�IRU�LQWHUHVWHG�UHDGHUV�
7KH�&RQFHSW
0(75� LV� WKH� WD[� UDWH� LPSRVHG� RQ� LQFRPH� JHQHUDWHG� E\� D� PDUJLQDO� LQYHVWPHQW�XQGHUWDNHQ� LQ� D� SDUWLFXODU� HFRQRPLF� VHWWLQJ�� � 0(75� LV� D� VXPPDU\� PHDVXUH� WKDW�LQFRUSRUDWHV� WKH� HIIHFWV� RI� VWDWXWRU\� WD[� UDWHV�� WD[� UHODWHG� LQFHQWLYHV� �DV�GHSUHFLDWLRQ�GHGXFWLRQV�� LQWHUHVW� H[SHQVH� GHGXFWLRQ�� LQYHVWPHQW� WD[� FUHGLWV� DQG� VSHFLILF�DOORZDQFHV�� HWF��� DV� ZHOO� DV� YDULRXV� QRQ�WD[� YDULDEOHV� VXFK� DV� LQGXVWU\�VSHFLILF� DQG�HFRQRP\� ZLGH� SDUDPHWHUV� �H�J�� FDSLWDO� VWUXFWXUH�� LQIODWLRQ�� ILQDQFLDO� VWUXFWXUH� HWF���LQWHUDFWLQJ�ZLWK�WKHVH�WD[HV��0(75�RQ�FDSLWDO�LQFRUSRUDWHV�RQO\�FDSLWDO�UHODWHG�WD[HV��,QWHJUDWLQJ� WD[HV� RQ� RWKHU� LQSXWV� VXFK� DV� ODERU� DQG� LQWHUPHGLDWHV� SURGXFHV� D�ZLGHU�PHDVXUH� WHUPHG� ³0(75�RQ� FRVW� RI� SURGXFWLRQ´��ZKLFK� LV� EH\RQG� WKH� VFRSH� RI� WKLV�SDSHU��7KH�HFRQRPLF�UHDVRQLQJ�EHKLQG�PHDVXULQJ� WKH� WD[�EXUGHQ�RQ� WKH� LQFUHPHQWDO�XQLW� RI� FDSLWDO� LQYHVWPHQW� KDV� LV� WKDW� PDUJLQDO� UDWKHU� WKDQ� DYHUDJH� IDFWRUV� GULYH�HFRQRPLF�GHFLVLRQV��&KHQ�DQG�5HLQLNND��������,Q� DGGLWLRQ� WR�0(75�� VHYHUDO� RWKHU� LQGLFDWRUV� DUH� XVHG� WR� JDXJH� WKH� WD[� EXUGHQ���+RZHYHU�� WKHVH�PHDVXUHV� DUH� OHVV� LQGLFDWLYH� WKDQ�0(75�DQG� WKXV�ZHUH�QRW� XVHG� LQ�WKLV� VWXG\��2QH� VXFK�PHDVXUH� LV� WKH� VWDWXWRU\� LQFRPH� WD[� UDWH�RQ�SURILWV�� UHIHUUHG� WR�
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KHUHDIWHU�DV� WKH QRPLQDO� WD[�UDWH��7KLV� LV�DQ�HDV\�DQG�VWUDLJKWIRUZDUG�PHDVXUH��\HW� LW�LJQRUHV�DOO�RWKHU�HOHPHQWV�RI�WKH�WD[�UHJLPH�VXFK�DV�LQGLUHFW�WD[DWLRQ��WD[�KROLGD\V�DQG�WD[� DGPLQLVWUDWLRQ�� $QRWKHU� PHDVXUH� LV� WKH� DYHUDJH� HIIHFWLYH� WD[� UDWH�� ZKLFK� LV� WKH�UDWLR� RI� WD[ OLDELOLWLHV� WR� WD[DEOH� LQFRPH�� 7KLV� PHDVXUH� LV� XQUHOLDEOH� IRU� SROLF\�VLPXODWLRQV� DV� LW� LV� VHQVLWLYH� WR� WD[SD\HUV¶� SHUIRUPDQFH� DQG� GRHV� QRW� FDSWXUH� WKH�LQFHQWLYH�HIIHFWV�RI�WKH�WD[�V\VWHP��,Q�0(75�FDOFXODWLRQV��WKH�LQWHUDFWLRQ�EHWZHHQ�WKH�WD[�DQG�QRQ�WD[�SDUDPHWHUV�FDQ�SURGXFH� GLIIHUHQW� WD[� UDWHV� IRU� GLIIHUHQW� LQGXVWULHV�� DVVHWV�� DQG� VRXUFHV� RI� ILQDQFH��0(75�KDV�WKH�DGYDQWDJH�RI�TXDQWLI\LQJ�WKLV�WD[�ELDV�DW�WKH�PDUJLQ��,QIODWLRQ�UDWH�LV�D�WUDGLWLRQDO�H[DPSOH�RI�WKH�LQWHUDFWLRQ�EHWZHHQ�WD[�DQG�QRQ�WD[�SDUDPHWHUV��,Q�V\VWHPV�WKDW� GR� QRW� DSSO\� LQGH[DWLRQ� �OLNH� WKH� FDVH� RI� (J\SW��� LQIODWLRQ� FDQ� DIIHFW� 0(75�VLJQLILFDQWO\��)RU�H[DPSOH��GHGXFWLQJ�LQWHUHVW�SD\PHQWV�DW�WKHLU�QRPLQDO�YDOXHV�LQ�WKH�SUHVHQFH� RI� KLJK� LQIODWLRQ� ORZHUV� UHDO� ILQDQFLQJ� FRVW� DQG� ZKHUH� GHEW� LV� LPSRUWDQW��0(75� WHQGV� WR� EH� ORZ�� 2Q� WKH� RWKHU� KDQG�� WKH� QRQ�LQGH[DWLRQ� RI� GHSUHFLDWLRQ�GHGXFWLRQV� �YLD� XQGHUHVWLPDWLQJ� WKH� UHSODFHPHQW� FRVWV� RI� GHSUHFLDEOH� DVVHWV�� DQG� RI�FDSLWDO�JDLQV��WKURXJK�RYHUYDOXLQJ�WKHVH�JDLQV�� WHQGV�WR�RYHUHVWLPDWH�WD[DEOH�LQFRPH�DQG�WKXV�UDLVHV�0(75V��&KHQ�DQG�5HLQLNND���������,Q� WKLV� SDSHU�� 0(75� RQ� FDSLWDO� LV� FDOFXODWHG� XVLQJ� D� FRPSXWHUL]HG� PRGHO�GHYHORSHG�E\�'XQQ�DQG�3HOOHFKLR���������7KH�PRGHO�DVVXPHV�D�W\SLFDO�SURMHFW�ZLWK�D�GHILQLWH�RSHUDWLQJ�SHULRG�DQG�D�VSHFLILF�EHIRUH�WD[�LQWHUQDO�UDWH�RI�UHWXUQ��'HWDLOV�DUH�DYDLODEOH�LQ�$SSHQGL[�$���7KH�PRGHO�JHQHUDWHV�D�FDVK�IORZ�IRU�WKH�SURMHFW��*LYHQ�WKH�DSSURSULDWH� LQIRUPDWLRQ�RQ�WD[�DQG�QRQ�WD[�SDUDPHWHUV��LW�DSSOLHV�WKLV�LQIRUPDWLRQ�WR�WKH�FDVK�IORZ�DQG�GHULYHV�WKH�LQWHUQDO�UDWH�RI�UHWXUQ�IRU�WKH�DIWHU�WD[�FDVK�IORZ��0(75�LV� WKH� GLIIHUHQFH� EHWZHHQ� WKH� EHIRUH� DQG� DIWHU�WD[� UDWHV� RI� UHWXUQ� H[SUHVVHG� DV� D�SHUFHQWDJH� RI� WKH� EHIRUH�WD[� UDWH� RI� UHWXUQ�� )RU� H[DPSOH�� LI� WKH� EHIRUH�WD[� UDWH� RI�UHWXUQ� LV� ��� SHUFHQW� DQG� WKH� DIWHU�WD[� UDWH�RI� UHWXUQ� LV� ���SHUFHQW�� WKHQ� WKH�PDUJLQDO�HIIHFWLYH�WD[�UDWH�RQ�FDSLWDO�LV����SHUFHQW���)RUPDOO\��0(75�RQ�FDSLWDO�FDQ�EH�GHILQHG�DV�
0(75� � %7525$7525%7525 � u ���
:KHUH�� %7525 LV�WKH�EHIRUH�WD[�UDWH�RI�UHWXUQ�RQ�LQYHVWPHQW��DQG�$7525�LV�WKH�DIWHU�WD[�UDWH�RI�UHWXUQ�RQ�LQYHVWPHQW�
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7KH�GLIIHUHQFH�EHWZHHQ�%7525�DQG�$7525��NQRZQ�DV� WKH� WD[�ZHGJH��JLYHV�DQ�LQGLFDWLRQ� RI� WKH� H[WHQW� WR�ZKLFK� WD[DWLRQ� FUHDWHV� D� GLVLQFHQWLYH� WR� QHZ� LQYHVWPHQW��6XSSRVH�� IRU�H[DPSOH�� WKDW� LQYHVWRUV�ZLOO�RQO\ LQYHVW� LI� WKH�DIWHU�WD[�UDWH�RI�UHWXUQ�LV�HTXDO�WR����SHUFHQW��L�H��WKH�UHWXUQ�WKH\�FDQ�JHW�RQ�EDQN�GHSRVLWV��,I�WKH�%7525�WKDW�JXDUDQWHHV� WKLV� UHWXUQ� LV� ��� SHUFHQW�� WKHQ� DOO� SURMHFWV� WKDW� HDUQ� D� UHWXUQ� EHORZ� ���SHUFHQW�DUH�H[FOXGHG�IURP�WKH�LQYHVWPHQW�GHFLVLRQ��:KLOH� WD[HV� UDLVH� WKH� UDWH� RI� UHWXUQ� RQ� WKH� LQYHVWPHQW� UHTXLUHG� WR� \LHOG� D� FHUWDLQ�UDWH�RI�UHWXUQ�RQ�VDYLQJV��GLIIHUHQW�WD[�LQFHQWLYHV�ZRUN�LQ�WKH�RSSRVLWH�GLUHFWLRQ��7KH�QHW�HIIHFW�RI�WKHVH�WZR�IRUFHV�GHWHUPLQHV�WKH�UHDO�EXUGHQ�RQ�WKH�LQYHVWRU��*LYHQ�WKLV��D�KLJKHU�VWDWXWRU\�WD[�UDWH�GRHV�QRW�QHFHVVDULO\�PHDQ�D�KLJKHU�WD[�EXUGHQ�
7D[�3DUDPHWHUV�RI�WKH�0RGHO
7D[�SDUDPHWHUV�LQFOXGH�DOO�GLUHFW�DQG�LQGLUHFW�WD[HV�WKDW�DIIHFW�WKH�FRVW�RI�FDSLWDO�XQGHU�GLIIHUHQW�OHJDO�IRUPV�DQG�LQ�DOO�HFRQRPLF�DFWLYLWLHV��
3URILW�7D[HV
,Q�JHQHUDO��FRUSRUDWH�ILUPV��-RLQW�VWRFN�FRPSDQLHV��OLPLWHG�OLDELOLWLHV��DQG�SDUWQHUVKLS�OLPLWHG�E\� VKDUHV�� DUH� VXEMHFW� WR� D� FRUSRUDWH� WD[� UDWH�RI����SHUFHQW��&RUSRUDWH� ILUPV�XQGHUWDNLQJ�PDQXIDFWXULQJ�DQG�H[SRUWLQJ�DFWLYLWLHV�DUH�VXEMHFW�WR�D�ORZHU�UDWH�RI���������SHUFHQW�� ,Q� WKH� FDVH� RI� QRQ�FRUSRUDWH� ILUPV� �VROH� SURSULHWRUVKLSV� DQG� OLPLWHG� DQG�JHQHUDO�SDUWQHUVKLSV���QR�LQFRPH�WD[�LV�LPSRVHG�DW�WKH�ILUP�OHYHO��6KDUHV�RI�SDUWQHUV�LQ�WD[DEOH� SURILWV� �NQRZQ� DV� SURILWV� IURP� FRPPHUFLDO� DQG� LQGXVWULDO� DFWLYLWLHV�� DUH�LQFOXGHG� LQ� WKHLU� XQLILHG� LQFRPH� WD[� EDVH� DQG� DUH� VXEMHFWHG� WR�SURJUHVVLYH� WD[� UDWHV�UDQJLQJ� EHWZHHQ� ��� SHUFHQW� DQG� ��� SHUFHQW�� )RU� QRQ�FRUSRUDWH� XQGHUWDNLQJV� LQ� WKH�PDQXIDFWXULQJ� DQG� H[SRUWLQJ� DFWLYLWLHV�� WKH� ILUVW� /�(�� ������ RI� SURILW� LV� WD[HG� DW� WKH�VWDWXWRU\� UDWH��ZKLOH� ���SHUFHQW� �LQGXVWULDO�� DQG����SHUFHQW� �H[SRUWLQJ��RI� UHPDLQLQJ�SURILWV�DUH�VXEMHFW�WR�WKH�VWDWXWRU\�UDWH��%RWK�FRUSRUDWH�DQG�QRQ�FRUSRUDWH�SURMHFWV�DUH�VXEMHFW�WR�DQ�DGGLWLRQDO���SHUFHQW�GHYHORSPHQW�GXW\�RQ�SURILWV�H[FHHGLQJ�/�(��������
� 6WDPS�GXWLHV�± VSHFLILF�DQG�SURSRUWLRQDO�± DUH�QRW�DFFRXQWHG�IRU� LQ�0(75�FDOFXODWLRQV��2Q�WKH�RQH�KDQG��VSHFLILF�VWDPS�WD[HV�RQ�FDSLWDO�DUH�FRQVLGHUHG�WR�EH�LQVLJQLILFDQW��LQWHUYLHZV���2Q�WKH�RWKHU�KDQG��SURSRUWLRQDO�VWDPS�GXWLHV�RQ� ORDQV�DQG�FUHGLWV�DUH� � LUUHOHYDQW� LQ�WKLV�VWXG\��6WDPS�GXWLHV�RQ�ORDQV�DUHSDLG� E\� EDQNV� DQG� QRW� E\� WKH� ERUURZHU� DQG� FUHGLW� LV� H[FOXGHG� DV� D� VRXUFH� RI� ILQDQFH� IRU� WKH� QHZ�LQYHVWPHQW��� ��� SHUFHQW� LV� DSSOLHG� RQ� WKH� ILUVW� /�(������� RI� SURILWV�� ��� SHUFHQW� RQ� WKH� IROORZLQJ� /�(�����������������SHUFHQW�RQ�WKH�QH[W�/�(��������DQG����SHUFHQW�RQ�SURILWV�LQ�H[FHVV�RI�/�(��������



(&(6�:3���.KHLU�(OGLQ��)DZ]\�	�5HIDDW��1RY�����

��

7D[DEOH� LQFRPH HTXDOV� UHYHQXHV� PLQXV� GHGXFWLEOH� FRVWV�� 5HYHQXHV� LQFOXGH�LQFRPHV� IURP� WKH� PDLQ� DFWLYLWLHV� RI� WKH� ILUP�� LQ� DGGLWLRQ� WR� DQ\� RWKHU� LQFRPHV� DV�FDSLWDO�JDLQV�IURP�WKH�VDOH�RI�FDSLWDO�DVVHWV� DQG�LQWHUHVW�LQFRPH�� 7KH�GHGXFWLEOH�FRVWV�SHUPLWWHG� LQ� WKH�0(75� FDOFXODWLRQV� LQFOXGH�ZDJHV��PDWHULDOV�� GHSUHFLDWLRQ�� LQWHUHVW�SD\PHQWV�RQ�GHEW�DQG�SURSHUW\�WD[HV��
3URSHUW\�7D[�
5HDO�HVWDWH� WD[�LV�FDOFXODWHG�IRU�QRQUHVLGHQWLDO�EXLOGLQJV�DQG�ODQG��7KH�EDVLF�WD[�UDWH�RI����SHUFHQW� LV� DSSOLHG�RQ� WKH�QHW� UHQWDO� YDOXH��ZKLFK� LV� ���SHUFHQW�RI�JURVV� UHQWDO�YDOXH� ���� SHUFHQW� RI� WKH� JURVV� UHQWDO� YDOXH� LV� GHGXFWHG� IRU� PDLQWHQDQFH� DQG�H[SHQVHV���%HVLGHV�WKH�EDVLF� WD[�UDWH��WKHUH�LV�D�FRPSOHPHQWDU\�WD[�FDOOHG�JXDUGV�WD[�NKDIDU WD[��VHW�DW�WKH�UDWH�D����SHUFHQW�RI�WKH�RULJLQDO�WD[��$GGLWLRQDO�ORFDO�WD[HV�DQG�GXWLHV�DUH�DOVR�LPSRVHG�E\�WKH JRYHUQRUDWHV�RI�(J\SW��.30*�������
6DOHV�7D[HV
7KLV� LV� WKH� PDLQ� FRPPRGLW\� WD[� LQ� (J\SW�� ,W� LV� OHYLHG� RQ� WKH� VDOHV� RI� JRRGV� DQG�VHUYLFHV��%RWK�GRPHVWLF�DQG�LPSRUWHG�JRRGV�DUH�WD[HG��WKH�VDOHV�WD[�LV�DSSOLHG�RQ�WKH�YDOXH� RI� LPSRUWV� LQFOXGLQJ� FXVWRPV�GXWLHV���7KH� VDOHV� WD[� UDWH�YDULHV�E\� FRPPRGLW\�DQG�W\SH�RI�VHUYLFH��)RU�PDFKLQHU\�WKH�VWDQGDUG�UDWH�LV����SHUFHQW��ZKLFK�LV�DSSOLHG�LQ�0(75�FDOFXODWLRQV�RQ�SXUFKDVHV�RI�PDFKLQHU\�DQG�WUDQVSRUW�YHKLFOHV��
&XVWRPV�'XWLHV�DQG�6XUFKDUJHV
&XVWRPV�GXWLHV�LQ�(J\SW�KDYH�EHHQ�UHGXFHG�WR�UDQJH�EHWZHHQ���DQG����SHUFHQW��ZLWK���IHZ�H[FHSWLRQV��7KHUH�LV�DOVR�DQ�DGGLWLRQDO�VXUFKDUJH�RI���SHUFHQW�LI�WKH�LPSRUW�WD[�LV�OHVV�WKDQ�RU�HTXDO�WR����SHUFHQW��DQG�RI���SHUFHQW�LI�WKH�LPSRUW�WD[�H[FHHGV����SHUFHQW��0(75�FDOFXODWLRQV�DVVXPH�LPSRUW�GXWLHV�RQ�PDFKLQHU\�LPSRUWV�HTXDO�WR���SHUFHQW�IRU�FRUSRUDWH� ILUPV�DQG����SHUFHQW� IRU�QRQ�FRUSRUDWH� ILUPV�RSHUDWLQJ�XQGHU�/DZ������$�

� ,I�SURFHHGV�IURP�WKH�VDOH�RI�FDSLWDO�DVVHWV�DUH�XWLOL]HG�ZLWKLQ�WZR�\HDUV�WR�SXUFKDVH�QHZ�FDSLWDO�DVVHWV��WKH�SDUW�RI�WKH�FRUSRUDWH�WD[�UHODWHG�WR�VXFK�FDSLWDO�JDLQV�IURP�WKH�UHVDOH�RI�DVVHWV�VKDOO�EH�UHLPEXUVHG�RU�GHGXFWHG�IURP�WKH�FRUSRUDWH�WD[�GXH�IRU�SD\PHQW�LQ�IROORZLQJ�\HDUV�� 2QO\�D�VPDOO�SURSRUWLRQ�RI�DERXW����SHUFHQW�RI�LQWHUHVW�LQFRPH�LV�WD[HG�� ,QFRPH�WD[�ODZ�SURYLGHV�IRU�RWKHU�GHGXFWLRQV��� *URVV� UHQWDO� YDOXH� IRU� EXLOGLQJV� DQG� ODQG� DUH� �� DQG� �� SHUFHQW� RI� WKH� YDOXH� RI� EXLOGLQJV� DQG� ODQG��UHVSHFWLYHO\��,QWHUYLHZV�ZLWK�WD[�H[SHUWV���
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UDWH� RI� �� SHUFHQW� LV� DSSOLHG� WR� DOO� RUJDQL]DWLRQDO� IRUPV� RSHUDWLQJ� XQGHU� /DZ� ���� $�WDULII�UDWH�RI����SHUFHQW�LV�DVVXPHG�IRU�WUDQVSRUW�YHKLFOHV��
1RQ�WD[�3DUDPHWHUV�RI�WKH�0RGHO
1RQ�WD[�SDUDPHWHUV� DUH� WKH� HFRQRP\�DQG� LQGXVWU\�SDUDPHWHUV� WKDW� DIIHFW� WKH� FRVW� RI�FDSLWDO��7KHVH�SDUDPHWHUV�LQFOXGH�WKH�DVVHW�VWUXFWXUH��GHSUHFLDWLRQ�UDWHV��LQIODWLRQ�UDWH��DQG�UHWDLQHG�HDUQLQJV�
$VVHW�VWUXFWXUH
)RXU� W\SHV� RI� DVVHWV� DUH� FRQVLGHUHG�� RQH� QRQ�GHSUHFLDEOH� DVVHW� �ODQG�� DQG� WKUHH�GHSUHFLDEOH� DVVHWV� �EXLOGLQJV�� PDFKLQHU\�� DQG� YHKLFOHV��� 7KH� VKDUH� RI� HDFK� DVVHW� LQ�WRWDO� SK\VLFDO� LQYHVWPHQW� IRU� HDFK� DFWLYLW\� KDV� EHHQ� GHULYHG� IURP� WKH� ��������(FRQRPLF�&HQVXV� �&$30$6�� �������0DQXIDFWXULQJ� DVVHW� VWUXFWXUH� LV� FDOFXODWHG� DV����� SHUFHQW� IRU� ODQG�� ����� SHUFHQW� IRU� EXLOGLQJV�� ����� SHUFHQW� IRU� PDFKLQHU\� DQG�HTXLSPHQW�� DQG� ���� SHUFHQW� IRU� YHKLFOHV�� 6HUYLFHV� DVVHW� VWUXFWXUH� LV� ����� SHUFHQW���������� SHUFHQW�� ����� SHUFHQW� DQG� ��� SHUFHQW� IRU� ODQG�� EXLOGLQJV�� PDFKLQHU\� DQG�HTXLSPHQW�� DQG� YHKLFOHV� UHVSHFWLYHO\�� 6LPLODU� DVVHW� VWUXFWXUH� IRU� FRUSRUDWH� DQG� QRQ�FRUSRUDWH�ILUPV�RSHUDWLQJ�LQ�WKH�VDPH�VHFWRU�LV�DVVXPHG�
'HSUHFLDWLRQ
)L[HG�GHSUHFLDEOH�DVVHWV�DUH�GHSUHFLDWHG�XVLQJ�WKH�VWUDLJKW�OLQH�PHWKRG��$SSOLHG�UDWHV�RI� \HDUO\� GHSUHFLDWLRQ� IRU� EXLOGLQJV� DUH� �� SHUFHQW� IRU� VHUYLFHV� DQG� �� SHUFHQW� IRU�LQGXVWU\�� )RU� YHKLFOHV� DQG�PDFKLQHU\�� WKH� UDWHV� DUH� ��� DQG� ��� SHUFHQW�� UHVSHFWLYHO\����1HZ� PDFKLQHV� DQG� HTXLSPHQW� XVHG� E\� ILUPV� LQ� SURGXFWLYH� DFWLYLWLHV� �PRVWO\�LQWHUSUHWHG�DV�PDQXIDFWXULQJ�DFWLYLWLHV��DUH�JUDQWHG�DQ�LQLWLDO�DOORZDQFH�RI����SHUFHQW�DQG�WKH�UHPDLQLQJ����SHUFHQW�LV�GHSUHFLDWHG�RYHU�D����\HDU�SHULRG��
,QIODWLRQ�UDWH
7KH�DQQXDO�LQIODWLRQ�UDWH�RI�����SHUFHQW��$SULO������$SULO�������LV�XVHG�DV�D�GHIODWRU��&%(�-XO\��������7KH�(J\SWLDQ�WD[DWLRQ�V\VWHP�LV�D�QRQ�LQGH[HG�V\VWHP�
�� $FFRUGLQJ�WR�/DZ���������PDFKLQHU\�LPSRUWHG�E\�FRUSRUDWH�HQWLWLHV�DUH�VXEMHFW�WR���SHUFHQW�FXVWRP�GXW\��1RQ�FRUSRUDWH�ILUPV�GR�QRW�HQMR\�WKLV�UHGXFHG�UDWH�DQG�WKXV��D�UDWH�RI����SHUFHQW�LV�DVVXPHG�IRU�WKHLU�LPSRUWV�RI�PDFKLQHU\��
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5HWDLQHG�HDUQLQJV
5HWDLQHG�HDUQLQJV�DUH�DVVXPHG�WR�HTXDO���SHUFHQW�RI�GLVWULEXWDEOH�SURILWV�IRU�FRUSRUDWH�ILUPV��OHJDO�UHVHUYH��DQG���SHUFHQW�IRU�QRQ�FRUSRUDWH�ILUPV���
,9��0(75�RQ�&DSLWDO�LQ�(J\SW��7KH�%DVH�&DVH
5HO\LQJ� RQ� 0(75� HVWLPDWHV�� WKLV� VHFWLRQ� DVVHVVHV� WKH� LPSDFW� RI� WKH� (J\SWLDQ� WD[�V\VWHP� RQ� WKH� FRVW� RI� FDSLWDO�� ,W� DOVR� DWWHPSWV� WR� VWXG\� WKH� WD[�LQGXFHG� GLVWRUWLRQV�DFURVV�OHJDO�IRUPV�RI�EXVLQHVV��HFRQRPLF�DFWLYLWLHV��LQZDUG�RULHQWHG�YHUVXV�H[SRUWLQJ�ILUPV��VRXUFHV�RI�ILQDQFH��DQG�DVVHWV�
$VVXPSWLRQV�RI�WKH�%DVH�&DVH
(VWLPDWHV�RI�WKH�EDVH�FDVH�DVVXPH�WKH�IROORZLQJ�x $� PDUJLQDO� SULYDWH� LQYHVWPHQW� SURMHFW� WKDW� LV� VXEMHFW� WR� ,QFRPH� 7D[� /DZ����������x 7ZR� VHFWRUV� DUH� FRQVLGHUHG�� WKH�PDQXIDFWXULQJ� DQG� WKH� VHUYLFHV� VHFWRUV�� 1R�GLVDJJUHJDWLRQ�RI�WKHVH�VHFWRUV�LV�DWWHPSWHG��7KH�VHUYLFHV�VHFWRU�LQFOXGHV�WUDGH��KRWHOV�DQG�UHVWDXUDQWV��ILQDQFLDO�PHGLDWLRQ��HGXFDWLRQ��KHDOWK��DQG�RWKHU�VRFLDO�DQG�SHUVRQDO� VHUYLFHV��7UDQVSRUW� DQG�FRPPXQLFDWLRQV�KDYH�EHHQ�H[FOXGHG�DV�WKHLU�PDFKLQHU\�LQWHQVLYH�DVVHW�VWUXFWXUH�GLVWRUWV�UHVXOWV���x 7KH�SURMHFW�LV�DVVXPHG�WR�EH�SXUHO\�HTXLW\�ILQDQFHG�x 7KH�SURMHFW�GRHV�QRW�EHQHILW�IURP�WKH�LQFHQWLYHV�RI�,QYHVWPHQW�/DZ���������x 7D[� DGPLQLVWUDWLRQ� LV� QRW� DFFRXQWHG� IRU� LQ� 0(75� FDOFXODWLRQV� GXH� WR�XQDYDLODELOLW\�RI�DQ�HVWLPDWH�IRU�LW��7KH� WD[� SDUDPHWHUV� XVHG� LQ�0(75�FDOFXODWLRQV LQ� WKH� EDVH� FDVH� DUH� VXPPDUL]HG� LQ�7DEOH���EHORZ�

�� $QRWKHU�HOHPHQW�WKDW�UHGXFHV�WKH�UHWXUQ�WR�FDSLWDO�LQ�FRUSRUDWH�ILUPV��EHVLGHV�WKH�OHJDO�REOLJDWLRQ�WR�UHWDLQ���SHUFHQW�RI�SURILWV��LV�WKH�HPSOR\HHV¶�SURILW�VKDULQJ�RI����SHUFHQW�RI�WRWDO�GLVWULEXWLRQV��� 7KH�KLJK�VKDUH�RI�PDFKLQHU\�LQ�WKH�DVVHW�VWUXFWXUH�RI�WKH�WUDQVSRUW�DQG�FRPPXQLFDWLRQ�VHFWRUV��ZKLFK�LV� JLYHQ� ��� SHUFHQW� LQLWLDO� GHSUHFLDWLRQ� DOORZDQFH�� XQUHDOLVWLFDOO\� UHGXFHV� 0(75� RQ� FDSLWDO� LQ� WKH�VHUYLFHV�VHFWRU�
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7DEOH����'DWD�IRU�&RPSXWDWLRQ�RI�(J\SWLDQ�0(75��7KH�%DVH�&DVH3DUDPHWHU 9DOXH�LQ�WKH�EDVH�FDVH'LUHFW�WD[HV3URILW�WD[HV&RUSRUDWH0DQXIDFWXULQJ6HUYLFHV1RQ�FRUSRUDWH
��������3URJUHVVLYH�UDWHV�����������

3URSHUW\�WD[HV%XLOGLQJV/DQG ������������
3HUVRQDO�WD[HV�RQ�'LYLGHQGV&DSLWDO�JDLQV ��
,QGLUHFW�WD[HV6DOHV�WD[HV ���
,PSRUW�WDULIIV0DFKLQHU\�DQG�HTXLSPHQW9HKLFOHV ���DQG����������LPSRUWHG����������LPSRUWHG�
6XUFKDUJHV,I�LPSRUW�GXWLHV�OHVV�WKDQ����,I�LPSRUW�GXWLHV�PRUH�WKDQ���� ������
'HSUHFLDWLRQ�GHGXFWLRQV,QLWLDO�GHGXFWLRQV�IRU�PDFKLQHU\ ���� RI� YDOXH� RI� QHZ� PDFKLQHU\� XVHG� LQ� SURGXFWLYH�SXUSRVHV
$QQXDO�'HSUHFLDWLRQ%XLOGLQJV0DQXIDFWXULQJ6HUYLFHV0DFKLQHU\�	�HTXLSPHQW0DQXIDFWXULQJ6HUYLFHV9HKLFOHV

������
������RYHU����\HDUV� �����RYHU����\HDUV������RYHU���\HDUV��$Q�DGGLWLRQDO�����GHYHORSPHQW�GXW\�LV�DSSOLHG�WR�SURILWV�H[FHHGLQJ�/�(����������)RU�QRQ�FRUSRUDWH�ILUPV�WKHUH�DUH���EDVLF�DVVXPSWLRQV��)LUVW��WKHUH�LV�RQO\�RQH�RZQHU�IRU�WKH�ILUP�DQG�VHFRQG��WKLV�RZQHU�KDV�QR�RWKHU�VRXUFH�RI�LQFRPH�7KLV�UDWH�LV�WKH�SURGXFW�RI�����u ���u ���������u ������ZKHUH������RI�WKH�YDOXH�RI�EXLOGLQJV��LV�D�URXJK�HVWLPDWH�RI�WKH�JURVV�UHQWDO�YDOXH�RI�EXLOGLQJV���u ����LV�WKH�QHW�UHQWDO�YDOXH�RI�EXLOGLQJV�����WKH�RULJLQDO�WD[�UDWH�RI�����SOXV����JXDUGV�WD[ ERWK�LPSRVHG�RQ�WKH�QHW�UHQWDO�YDOXH�RI�EXLOGLQJV���DUH�DGGLWLRQDO�GXWLHV�RQ�WKH�JURVV�UHQWDO�YDOXH�RI�EXLOGLQJV�7KH�SURSHUW\�WD[�RQ�ODQG�LV�HVWLPDWHG�WKH�VDPH�ZD\�H[FHSW�WKDW�WKH�JURVV�UHQWDO�YDOXH�RI�ODQG�LV�HVWLPDWHG�DW���SHUFHQW�RI�LWV�YDOXH��� ��LV�DSSOLHG�RQ�FRUSRUDWH�ILUPV�DQG����SHUFHQW�RQ�QRQ�FRUSRUDWH�ILUPV��7KH�UHPDLQLQJ�����RI�WKH�YDOXH�RI�PDFKLQHV�DQG�HTXLSPHQW�DIWHU�GHGXFWLRQ�RI�LQLWLDO�DOORZDQFH�DUH�GHSUHFLDWHG�RYHU��� \HDUV�DW�WKH�UDWH�RI�������
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0(75��7KH�5HODWLYH�7D[�%XUGHQ�
0(75�HVWLPDWHV�LQ�)LJXUH���SRLQW�RXW�WKDW�WKH�(J\SWLDQ�WD[�V\VWHP�LPSRVHV�PRUH�FRVW�RQ� FDSLWDO� WKDQ� ZKDW� LV� UHYHDOHG� E\� VWDWXWRU\� WD[� UDWHV�� 7KLV� DSSOLHV� WR� DOO� ILUPV�UHJDUGOHVV� RI� WKHLU� OHJDO� IRUPV� RU� DFWLYLWLHV�� ,QGLUHFW� WD[DWLRQ� LQ� WKH� IRUP� RI� WDULII�GXWLHV�� VDOHV� WD[HV�� DQG� VXUFKDUJHV� DUH� FRQVLGHUHG� DQ� LPSRUWDQW� FRPSRQHQW� RI� WKLV�DGGLWLRQDO� FRVW�� 7DEOH� ��� ZKLFK� FRPSDUHV� WZR� VHWV� RI� 0(75� �ZLWK� DQG� ZLWKRXW�LQGLUHFW� WD[DWLRQ��� LOOXVWUDWHV� WKLV� SRLQW�� ,I� DQ� LQYHVWRU� UHTXLUHV� DQ� DIWHU� WD[� UDWH� RI�UHWXUQ� RI� ����� SHUFHQW� �WKH� QRPLQDO� GHSRVLW� UDWH� RI� (J\SWLDQ� EDQNV� LQ� 6HSWHPEHU�������� WKHQ� D�PDUJLQDO� MRLQW� VWRFN� LQYHVWPHQW� LQ� WKH�PDQXIDFWXULQJ� VHFWRU� VKRXOG�DW�OHDVW�HDUQ�D�EHIRUH�WD[�UDWH�RI�UHWXUQ�RI�������SHUFHQW�FRPSDUHG�WR�RQO\�������SHUFHQW�LQ�WKH�DEVHQFH�RI LQGLUHFW�WD[DWLRQ�
)LJXUH����1RPLQDO�7D[�5DWHV�DQG�0(75V�LQ�(J\SW

0DQXIDFWXULQJ

1RPL
QDO

1RPL
QDO 1RPL
QDO0(75 0(75 0(75

���
����
����
��

-RLQW�VWRFN 2WKHUFRUSRUDWH 1RQ�FRUSRUDWH

�

6HUYLFHV

1RPL
QDO1RPL
QDO

1RPL
QDO 0(750(750(75

���
����
����
����

-RLQW�VWRFN 2WKHUFRUSRUDWH 1RQ�FRUSRUDWH

�

6RXUFH� $XWKRUV¶�FDOFXODWLRQV�7KH� REVHUYHG� UHODWLRQVKLS� EHWZHHQ� 0(75V� DQG� VWDWXWRU\� WD[� UDWHV� DSSHDU�LQWXLWLYHO\� DFFHSWDEOH� JLYHQ� WKDW� LQGLUHFW� WD[HV� DUH� DGGHG� LQ�0(75� FDOFXODWLRQV�� ,Q�IDFW��WKH��UHODWLRQ�EHWZHHQ�QRPLQDO�DQG�HIIHFWLYH�WD[�UDWHV�LV�QRW�VWUDLJKWIRUZDUG��7KH�RXWFRPH� GHSHQGV� RQ� WKH� GLIIHUHQW� DVSHFWV� RI� WKH� WD[� V\VWHP� WKDW� YDU\� VXEVWDQWLDOO\�IURP� RQH� FRXQWU\� WR� DQRWKHU�� ([DPLQLQJ� WKLV� UHODWLRQ� LQ� VRPH� /DWLQ� $PHULFDQ�FRXQWULHV� VXSSRUWV� WKLV� DUJXPHQW�� )LJXUH� �� VKRZV� WKDW��ZLWK� WKH� H[FHSWLRQ� RI�&KLOH��0(75V� DUH� EHORZ� WKH� VWDWXWRU\� WD[� UDWHV�� 9DULRXV� UHDVRQV� H[SODLQ� WKLV�� 3HUX�� IRU�H[DPSOH�� DSSOLHV� JHQHURXV� GHSUHFLDWLRQ� UDWHV� RI� ��� SHUFHQW� IRU� PDFKLQHU\� DQG�HTXLSPHQW�� &KLOH� DOORZV� IRU� WKH� FDUU\� RYHU� RI� ORVVHV� LQGHILQLWHO\�� DQG� $UJHQWLQD�LPSRVHV�QR�LPSRUW�GXWLHV�RQ�FDSLWDO�JRRGV� ,Q�DGGLWLRQ��PRVW�RI�WKHVH�FRXQWULHV�DOORZ�IRU�FUHGLWLQJ�VDOHV�WD[HV�RQ�FDSLWDO�JRRGV��%LUG��5��'XDQMLH�&KHQ�HW�DO���������



(&(6�:3���.KHLU�(OGLQ��)DZ]\�	�5HIDDW��1RY�����

��

)LJXUH����1RPLQDO�7D[�5DWHV�DQG�0(75V�LQ�VRPH�/DWLQ�$PHULFDQ�&RXQWULHV�0DQXIDFWXULQJ�6HFWRU�DQG�QR�7D[�+ROLGD\

1RPL
QDO 1RPL
QDO

1RPL
QDO 1RPL

QDO
1RPL

QDO0(75 0(75 0(75 0(75 0(75

��
����
����
����
��

$UJHQWLQD %UD]LO &KLOH 0H[LFR 3HUX

�

6RXUFH��%LUG��5��'XDQMLH�&KHQ�DQG�-RVHSK�/��5RWPDQ��������
&RPSDULQJ� 0(75V� LQ� (J\SW� WR� WKRVH� LQ� WKH� VHOHFWHG� /DWLQ� $PHULFDQ� FRXQWULHV�UHYHDOV�WKDW�0(75�RQ�FRUSRUDWH�ILUPV�RSHUDWLQJ�LQ�WKH�PDQXIDFWXULQJ�VHFWRU�LQ�(J\SW�LV�KLJKHU�WKDQ��WKH FRUUHVSRQGLQJ�UDWHV��LQ�DOO�RI�WKH�/DWLQ�$PHULFDQ�FRXQWULHV��)LJXUH�����7KLV�LV�WKH�FDVH�GHVSLWH�WKH�IDFW�WKDW�FRUSRUDWH�WD[�UDWH�LQ�WKH�PDQXIDFWXULQJ�VHFWRU�LQ�(J\SW�LV�EHORZ�WKH�UDWHV�SUHYDLOLQJ�LQ�PRVW�RI�WKHVH�FRXQWULHV��7DEOH�����$JDLQ��WKH�RWKHU�IHDWXUHV�RI�WKH�WD[�V\VWHP�DQG�WKH�GLIIHUHQW�HFRQRPLF�DQG�ILQDQFLDO�VHWWLQJV�SOD\�DQ�LPSRUWDQW�UROH�LQ�GHWHUPLQLQJ�WKH�HIIHFWLYH�WD[�EXUGHQ�RQ�PDUJLQDO�LQYHVWPHQW���

)LJXUH����0(75�LQ�(J\SW�DQG�6RPH�6HOHFWHG�/DWLQ�$PHULFDQ�&RXQWULHV��0DQXIDFWXULQJ�6HFWRU�DQG�QR�7D[�+ROLGD\

���
����
����

(J\SW $UJHQWLQD %UD]LO &KLOH 0H[LFR 3HUX

�

6RXUFH��)RU�(J\SW��$XWKRUV¶�FDOFXODWLRQV��DOO�RWKHU�FRXQWULHV��%LUG��5��'XDQMLH�&KHQ�DQG�-RVHSK�/��5RWPDQ��������
0(75�DQG�,QYHVWPHQW�'HFLVLRQV
,Q�WKH�DQDO\VLV�EHORZ��0(75�LV�XVHG�WR�LQYHVWLJDWH�ZKHWKHU�FDSLWDO�LQFRPH�WD[DWLRQ�LQ�(J\SW� LQWURGXFHV� DQ\� GLVWRUWLRQV� LQ� LQYHVWPHQW� GHFLVLRQV�� ,Q� SDUWLFXODU��ZH� H[DPLQH�WKH�LPSDFW�RI�WKH�WD[�V\VWHP�RQ�EXVLQHVV�GHFLVLRQV�UHJDUGLQJ�WKH�FKRLFH�RI�OHJDO IRUP�RI� ILUPV�� DFWLYLW\�� SURGXFWLRQ� VWUDWHJ\� �LQZDUG� RU� RXWZDUG�RULHQWHG��� ILQDQFLQJ� DQG�
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DVVHW�VWUXFWXUH��(VWLPDWHV�RI�0(75V�DUH�H[SHFWHG�WR�EH�DIIHFWHG�E\�WKH�DVVXPHG�QRQ�WD[� SDUDPHWHUV�� 7KH� VHQVLWLYLW\� RI� WKH� UHVXOWV� WR� FKDQJHV� LQ� VRPH� PDFURHFRQRPLF�LQGLFDWRUV�KDV�EHHQ�FRQVLGHUHG�DQG�UHVXOWV�DUH�SUHVHQWHG�LQ�$SSHQGL[�%��
0(75�DFURVV�RUJDQL]DWLRQDO�IRUPV
7DEOH���SURYLGHV� WZR�VHWV�RI�0(75�HVWLPDWHV�� WKH� ILUVW�PRGHOV�GLUHFW� WD[DWLRQ�RQO\��ZKLOH� WKH� VHFRQG� LQFRUSRUDWHV� ERWK� GLUHFW� DQG� LQGLUHFW� WD[DWLRQ��� %DVHG� RQ� WKHVH�HVWLPDWHV�� LW� LV� HYLGHQW� WKDW� WKH� HIIHFWLYH� WD[DWLRQ� RI� FDSLWDO� GLIIHUV� EHWZHHQ� ILUPV�DFFRUGLQJ�WR�WKHLU�OHJDO�IRUPV��� -RLQW�VWRFN�FRPSDQLHV�OLVWHG�RQ�WKH�VWRFN�PDUNHW�DQG�ILQDQFHG�E\�HTXLW\�EHDU�WKH�OHDVW�0(75�IROORZHG�E\�QRQ�FRUSRUDWH�ILUPV� DQG�ILQDOO\�OLPLWHG� OLDELOLWLHV� DQG� SDUWQHUVKLSV� OLPLWHG� E\� VKDUHV� �2WKHU� FRUSRUDWH��� 7KLV� UHVXOW�KROGV� IRU� WKH� WZR� VHWV� RI� HVWLPDWHV�� DV� ZHOO� DV� DFURVV� HFRQRPLF� DFWLYLWLHV�� ,Q� WKH�PDQXIDFWXULQJ� VHFWRU�� IRU� H[DPSOH�� 0(75� HVWLPDWHV� EDVHG� RQ� GLUHFW� DQG� LQGLUHFW�WD[DWLRQ� VKRZ� WKDW� MRLQW� VWRFN� FRPSDQLHV� IDFH� WKH� OHDVW� 0(75� HVWLPDWHG� DW������������������SHUFHQW� FRPSDUHG� WR������SHUFHQW� IRU�QRQ�FRUSRUDWH� ILUPV� DQG������SHUFHQW� IRU�FRUSRUDWH�ILUPV�RWKHU�WKDQ�MRLQW�VWRFN��
7DEOH����0(75DFURVV�2UJDQL]DWLRQDO�)RUPV DQG�(FRQRPLF�$FWLYLWLHV��7KH�%DVH�&DVH�����

0(75��'LUHFW�7D[DWLRQ 0(75��'LUHFW�DQG�,QGLUHFW�7D[DWLRQ0DQXIDFWXULQJ 6HUYLFHV ([SRUWV 0DQXIDFWXULQJ 6HUYLFHV ([SRUWV&RUSRUDWH-RLQW�6WRFN� ���� ���� ���� ���� ���� ����
2WKHU�&RUSRUDWH ����� ���� ���� ���� ���� ����1RQ�FRUSRUDWH ���� ���� ���� ���� ���� ����6RXUFH� $XWKRUV¶�FDOFXODWLRQV�7KLV� DGYDQWDJHRXV� SRVLWLRQ� RI� MRLQW� VWRFN� FRPSDQLHV� UHIOHFWV� WKH� SUHIHUHQWLDO�WUHDWPHQW�WKH\�UHFHLYH���7KH�PRVW��LPSRUWDQW�LV��WKH��DQQXDO��SDLG�XS��FDSLWDO�DOORZDQFH�

ÎÐ ,W�LV�ZRUWK�QRWLQJ�WKDW�WKH�HIIHFWLYH�WD[�UDWHV�EDVHG�RQ�GLUHFW�WD[DWLRQ�DV�UHSRUWHG�LQ�7DEOH���YDU\�IURP�WKH�VWDWXWRU\�WD[�UDWHV���6RXUFHV�RI�YDULDWLRQV�DUH�PDLQO\�VSHFLDO�WD[�DOORZDQFHV�VXFK�DV�WKRVH�JUDQWHG�WR�MRLQW� VWRFN�FRPSDQLHV�DQG� WR�QRQ�FRUSRUDWH� ILUPV�XQGHUWDNLQJ�PDQXIDFWXULQJ�DQG�H[SRUWLQJ�DFWLYLWLHV��IROORZHG�E\�WKH�QRQ�LQGH[HG�WD[�V\VWHP�LQ�(J\SW��DQG�ILQDOO\�SURSHUW\�WD[HV��6SHFLDO�DOORZDQFHV�ZRUN�RQ� UHGXFLQJ� 0(75V�� ZKLOH� QRQ�LQGH[HG� GHSUHFLDWLRQ� DQG� FDSLWDO� JDLQV� UDLVH�0(75V�� DQG� SURSHUW\�WD[HV�LQFUHDVH�0(75V��� -RLQW�VWRFN�FRPSDQLHV�DUH�DVVXPHG�WR�EH�OLVWHG�RQ�WKH�VWRFN�PDUNHW�DQG�DUH�WKXV�HOLJLEOH�WR�WKH�SDLG�XS�FDSLWDO�DOORZDQFH��
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�HTXDO� WR� WKH�SURGXFW� RI� WKHLU�SDLG�XS�FDSLWDO� DQG� WKH� LQWHUHVW� UDWH�RQ�EDQN�GHSRVLWV��JUDQWHG�IRU�OLVWLQJ�RQ�WKH�(J\SWLDQ�6WRFN�([FKDQJH��� $OWKRXJK�OLVWHG�FRPSDQLHV�WHQG�WR� EH� FORVHO\� KHOG� ZLWK� OLWWOH� ³IUHH� IORDW´�� WKHUH� LV� HYLGHQFH� WR� VXJJHVW� WKDW� ILUPV�DWWHPSW�WR�JHW�OLVWHG�LQ�RUGHU�WR�UHFHLYH�WD[�EHQHILWV��()*�+HUPHV���������0(75� ILJXUHV� LQ� 7DEOH� �� DOVR� UHIOHFW� WKH� ����� UHYLVLRQ� RI� WKH� XQLILHG� SHUVRQDO�LQFRPH� WD[� VFKHGXOH� �ZKLFK� HQWDLOHG� WKH� VLPSOLILFDWLRQ� RI� WKH� VFKHGXOH� IURP VL[� WR�IRXU� FDWHJRULHV� DQG� WKH� UHGXFWLRQ� RI� LWV� XSSHU� OLPLW� IURP� ��� WR� ��� SHUFHQW��� 7KLV�UHYLVLRQ�KDV�KDG�WKH�HIIHFW�RI�FRUUHFWLQJ�DQ�REYLRXV�ELDV�DJDLQVW�QRQ�FRUSRUDWH�ILUPV�LQ�WKH�SDVW��:RUOG�%DQN���������7KH�UHVXOWV�HYHQ�SRLQW�WR�D�PRUH�IDYRUDEOH�WUHDWPHQW�IRU� QRQ�FRUSRUDWH� ILUPV� FRPSDUHG� WR� FRUSRUDWH� ILUPV� RWKHU� WKDQ� MRLQW� VWRFN�� 7KLV� LV�PDLQO\�GXH�WR�WKH�ORZHU�DYHUDJH�WD[�UDWH�SDLG�E\�QRQ�FRUSRUDWH�ILUPV�LQ�FRPSDULVRQ�WR�FRUSRUDWH�ILUPV��LQ�WKLV�SDUWLFXODU�FDVH��UDWHV�RI��������DQG����SHUFHQW�DUH�SDLG E\�QRQ�FRUSRUDWH� ILUPV� LQ� WKH�PDQXIDFWXULQJ�� VHUYLFHV� DQG� H[SRUWLQJ� DFWLYLWLHV� FRPSDUHG� WR��������DQG����SHUFHQW� IRU�FRUSRUDWH� ILUPV�� UHVSHFWLYHO\���7KH�JDS�EHWZHHQ�FRUSRUDWH�DQG� QRQ�FRUSRUDWH� ILUPV� RI� FRXUVH� GHFOLQHV� DV� QRQ�FRUSRUDWH� ILUPV� UHDOL]H� KLJKHUSURILWV�DQG�WKXV�EHFRPH�HOLJLEOH�IRU�KLJKHU�DYHUDJH�WD[�UDWHV�
0(75�DFURVV�HFRQRPLF�DFWLYLWLHV
7KH�0(75�HVWLPDWHV�LQ�7DEOH���DOVR�UHYHDO�WKDW�PDQXIDFWXULQJ�DFWLYLWLHV�DUH�IDYRUHG�RYHU� VHUYLFHV�� UHJDUGOHVV� RI� WKH� OHJDO� IRUP�� )RU� H[DPSOH��0(75� �LQFOXGLQJ� LQGLUHFW�WD[DWLRQ�� IRU� MRLQW� VWRFN� FRPSDQLHV� RSHUDWLQJ� LQ� PDQXIDFWXULQJ� LV� ����� SHUFHQW��FRPSDUHG�ZLWK������SHUFHQW�IRU�ILUPV�HQJDJHG�LQ�VHUYLFHV���7KH�GLVFULPLQDWLRQ�DJDLQVW�VHUYLFHV� LV� FOHDUHU� LQ� WKH� FDVH� RI� FRUSRUDWH� ILUPV� RWKHU� WKDQ� MRLQW� VWRFN��0(75� IRUILUPV�LQ�PDQXIDFWXULQJ�LV�HVWLPDWHG�DW������SHUFHQW��FRPSDUHG�ZLWK������SHUFHQW�LQ�WKH�VHUYLFHV�VHFWRU�7KH�IDYRUDEOH�WUHDWPHQW�RI�FRUSRUDWH�ILUPV�HQJDJHG�LQ�PDQXIDFWXULQJ�LV�PDLQO\�GXH�WR� WKH� ORZHU� WD[� UDWH� RI� ��� SHUFHQW� �H[FOXVLYH� RI� WKH� �� SHUFHQW� GHYHORSPHQW� GXW\��DSSOLHG� RQ�PDQXIDFWXULQJ� DV� FRPSDUHG�ZLWK� ��� SHUFHQW� �H[FOXVLYH� RI� WKH� �� SHUFHQW�GHYHORSPHQW�GXW\��IRU�VHUYLFHV��$V�IRU�QRQ�FRUSRUDWH�ILUPV�HQJDJHG�LQ�PDQXIDFWXULQJ��DIWHU�WKH�ILUVW�/�(�������RI�WD[DEOH�SURILWV��ZKLFK�LV�WRWDOO\�VXEMHFW�WR�LQFRPH�WD[HV���

�� 7KLV�LV�D�UHVWULFWHG�GHGXFWLRQ�WKDW�LV�RQO\�DOORZHG�WR�WKH�H[WHQW�WKDW�WKHUH�LV�SRVLWLYH�LQFRPH�WR�RIIVHW�



(&(6�:3���.KHLU�(OGLQ��)DZ]\�	�5HIDDW��1RY�����

��

WKHQ�RQO\�����SHUFHQW��RI��WKH UHPDLQLQJ��SURILWV� DUH��VXEMHFW��WR�WD[HV��� 0RUHRYHU��GHSUHFLDWLRQ� GHGXFWLRQV� DUH�PRUH� JHQHURXV� WR�PDQXIDFWXULQJ� DFWLYLWLHV� FRPSDUHG� WR�VHUYLFHV�� 2QO\� QHZ�PDFKLQHU\� XVHG� IRU� SURGXFWLYH� SXUSRVHV� �XVXDOO\� LQWHUSUHWHG� E\�WD[�PHQ�DV�PDQXIDFWXULQJ�DFWLYLWLHV��LV�HQWLWOHG�WR�DQ�LQLWLDO�GHSUHFLDWLRQ�RI����SHUFHQW�RI�WKH�YDOXH�RI�WKH�QHZ�PDFKLQH��$OVR��EXLOGLQJV�XVHG�IRU�PDQXIDFWXULQJ�DFWLYLW\�DUH�GHSUHFLDWHG�DW� D� UDWH�RI���SHUFHQW�FRPSDUHG� WR�RQO\���SHUFHQW� IRU�VHUYLFHV�DFWLYLWLHV��+RZHYHU�� RWKHU� WD[� DVSHFWV� ZRUN� DJDLQVW� PDQXIDFWXULQJ� VXFK� DV� WKH� KLJK� WD[� UDWHV�DSSOLHG� RQ� VHUYLFHV�� DQG� WKH� IDLOXUH� WR� DOORZ� IRU� LQSXW� FUHGLWLQJ� RI� WKH� VDOHV� WD[� RQ��FDSLWDO�JRRGV�
0(75�RQ�H[SRUWLQJ�YHUVXV�QRQ�H[SRUWLQJ�DFWLYLWLHV
:LWKRXW PRGHOLQJ� WD[� UHEDWHV� DQG� GUDZEDFNV� SURYLGHG� WR� H[SRUWLQJ� ILUPV�� 7DEOH� ��VKRZV� WKDW�FRUSRUDWH�H[SRUWLQJ�ILUPV� LQ� WKH�PDQXIDFWXULQJ�VHFWRU�GR�QRW�UHFHLYH�DQ\�IDYRUDEOH� WUHDWPHQW�FRPSDUHG� WR�FRUSRUDWH�ILUPV�SURGXFLQJ�IRU� WKH�GRPHVWLF�PDUNHW��ERWK�DUH�WD[HG�DW������SHUFHQW�DV�MRLQW�VWRFN�ILUPV�DQG������SHUFHQW�DV�OLPLWHG�OLDELOLW\�FRPSDQLHV�� ,W� LV�RQO\�ZKHQ�ILUPV� WDNH� WKH�QRQ�FRUSRUDWH� IRUP�WKDW�H[SRUWLQJ�HQWLWLHV�UHFHLYH�EHWWHU�WD[DWLRQ�WUHDWPHQW�������SHUFHQW��WKDQ�ILUPV�SURGXFLQJ�IRU�ORFDO�PDUNHWV�������SHUFHQW���2I�FRXUVH�� WD[� UHEDWH�DQG�GUDZEDFN�VFKHPHV�SURYLGH�H[SRUWLQJ�ILUPV�ZLWK� D� EHWWHU� WUHDWPHQW� WKDQ� UHSRUWHG� DERYH�� EXW� WKHVH� DUUDQJHPHQWV� GR� QRW� LPSDFW�GLUHFWO\�RQ�WKH�FRVW�RI�FDSLWDO��ZKLFK�LV�WKH�VXEMHFW�GLVFXVVHG�LQ�WKLV�SDSHU��7KH�DERYH�ILQGLQJV�FDQ�EH�H[SODLQHG�ODUJHO\�E\�WKH�IDFW� WKDW� WKH�WD[�ODZ�GRHV�QRW�GLIIHUHQWLDWH�EHWZHHQ�FRUSRUDWH�PDQXIDFWXULQJ�ILUPV�SURGXFLQJ�IRU�GRPHVWLF�PDUNHWV�RU� LQWHUQDWLRQDO�PDUNHWV�� %RWK� UHFHLYH� DQ� HTXDO� FRQFHVVLRQDO� WD[� UDWH� RI� ��� SHUFHQW��H[FOXVLYH�RI�WKH���SHUFHQW GHYHORSPHQW�GXW\����$V�IRU�QRQ�FRUSRUDWH�ILUPV�HQJDJHG�LQ�H[SRUWLQJ�� WKH� XQLILHG� SHUVRQDO� WD[� FRGH� RIIHUV� DGGHG� LQFHQWLYHV� WR� H[SRUWHUV� E\�DOORZLQJ�D����SHUFHQW�SURILW�GHGXFWLRQ��FRPSDUHG�ZLWK����SHUFHQW�IRU�PDQXIDFWXULQJ��IURP�WKH�WD[�EDVH�DIWHU�SD\LQJ�WD[HV�RQ�WKH�ILUVW�/�(�������RI�SURILW�7KH�UHODWLYHO\�KLJK�0(75�RQ�VHUYLFHV�DQG�KLJK�WDULII�UDWHV�LQGLUHFWO\�GLVFULPLQDWH�DJDLQVW�H[SRUWV��7KLV�SRLQW�LV�VXSSRUWHG�E\�D�UHFHQW�VWXG\�WKDW�HVWLPDWHG�WKH�HFRQRP\�
�� ,Q� DGGLWLRQ�� WKH� LQFRPH� WD[� ODZ� GLVFULPLQDWHV� DPRQJ� PDQXIDFWXULQJ� ILUPV� WKHPVHOYHV�� � � ,W� JUDQWV�FRUSRUDWH�PDQXIDFWXULQJ�FRPSDQLHV�HPSOR\LQJ�ILIW\�RU�PRUH�ZRUNHUV�D���\HDUV�WD[�KROLGD\��7KLV�LV�DQ�XQMXVWLILHG�GLVFULPLQDWLRQ�LQ�WD[�WUHDWPHQW�DJDLQVW�VPDOO�ILUPV��ZKLFK�DFFRXQW�IRU�PRUH�WKDQ�WZR�WKLUGV�RI�PDQXIDFWXULQJ�ILUPV��&$30$6�������������� ,W�PD\�DOVR�SDUWLDOO\�H[SODLQ�ZK\�VPDOO� ILUPV�FKRRVH�WR� EH� LQIRUPDO� �HYHQ� LI� WKH\� EHFRPH� IRUPDO� WKH\� ZLOO� QRW� HQMR\� VXFK� LQFHQWLYH� XQOHVV� WKH\� DUH�LQFRUSRUDWHG���0RUH� LPSRUWDQWO\�� LI� WKH� SXUSRVH� LV� WR� HQFRXUDJH�PDQXIDFWXULQJ� DQG� MRE� FUHDWLRQ�� WKLV��SUHIHUHQWLDO�WD[�WUHDWPHQW�VKRXOG�QRW�EH�OLQNHG�ZLWK�WKH�OHJDO�IRUP�RI�WKH�FRPSDQ\�
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ZLGH� WDULII� LQGXFHG� ELDV� DJDLQVW� H[SRUWV� WR� EH� QHDUO\� ����� SHUFHQW� LQ� ����� �1DWKDQ�$VVRFLDWHV����������7KLV�PD\�SDUWLDOO\�H[SODLQ�WKH�UHODWLYHO\�ORZ�OHYHO�RI�PHUFKDQGLVH�H[SRUWV� LQ� (J\SW�� ZKLFK� DFFRXQWV� IRU� RQO\� �� SHUFHQW� WR� *'3� FRPSDUHG� ZLWK� DQ�DYHUDJH�RI����SHUFHQW�IRU�VRPH�GHYHORSLQJ�FRXQWULHV��:RUOG %DQN�������
0(75�DFURVV�VRXUFHV�RI�ILQDQFH
*HQHUDOO\� VSHDNLQJ�� 0(75V� WHQG� WR� IDOO� ZKHQ� WKH� LQLWLDO� LQYHVWPHQW� LV� SDUWLDOO\�ILQDQFHG� E\� GHEW� DQG� WKH� WD[� V\VWHP� DOORZV� IRU� WKH� GHGXFWLELOLW\� RI� QRQ�LQGH[HG�LQWHUHVW�SD\PHQWV��0(75V�HVWLPDWHV�LQ�7DEOH���DUH�FRQVLVWHQW�ZLWK�WKLV�SUHGLFDWLRQ�IRU�DOO�OHJDO�IRUPV�RWKHU�WKDQ�MRLQW�VWRFN�FRPSDQLHV��)RU� FRUSRUDWH� ILUPV� RWKHU� WKDQ� MRLQW� VWRFN�� 0(75� IDOOV� IURP� ����� SHUFHQW� WR������������SHUFHQW�ZKHQ�WKH�ILUP�UHOLHV�RQ�D�����GHEW�HTXLW\�UDWLR�FRPSDUHG�WR�����SHUFHQW�HTXLW\� ILQDQFH�� $� VLPLODU� FRQFOXVLRQ� KROGV� IRU� QRQ�FRUSRUDWH� ILUPV�� 7KH� UHODWLYHO\�OLPLWHG�GHFOLQH�LQ�0(75�DV�VKRZQ�LQ�7DEOH���LV�GXH�WR�WKH�IDFW�WKDW�WKH�LPSDFW�RI�GHEW�ILQDQFH� LV� PLWLJDWHG� E\� WKH� QRQ�LQGH[DWLRQ� RI� FDSLWDO� JDLQV� DQG� GHSUHFLDWLRQ�GHGXFWLRQV�WKDW�WHQG�WR�UDLVH�0(75V�DV�GLVFXVVHG�HDUOLHU��)RU� MRLQW� VWRFN� FRPSDQLHV�� 0(75V� LQ� PDQXIDFWXULQJ� DFWLYLWLHV�� IRU� H[DPSOH��LQFUHDVH�IURP������SHUFHQW�LQ�WKH�FDVH�RI�DOO�HTXLW\�ILQDQFH�WR������SHUFHQW�LQ�WKH�FDVH�RI� ���� GHEW�HTXLW\� ILQDQFH�� 7KH� UHDVRQV� EHKLQG� WKLV� DQRPDO\� DUH� WKH� SDUWLDO� ORVV� RI�EHQHILWV�RI�WKH�SDLG�XS�FDSLWDO�DOORZDQFH�JUDQWHG�WR�MRLQW�VWRFN�FRPSDQLHV�LQ�DGGLWLRQ�WR�WKH�DERYH�PHQWLRQHG�IDFWRUV�WKDW�OHDG�WR�KLJKHU�0(75���
7DEOH��� 0(75�RQ�&DSLWDO�$FFRUGLQJ�WR�6RXUFHV�RI�)LQDQFH����-RLQW�6WRFN 2WKHU�&RUSRUDWH 1RQ�&RUSRUDWH0DQXIDFWXULQJ$OO�HTXLW\ ���� ���� ����'HEW�HTXLW\�ILQDQFH���� ���� ���� ����
6HUYLFHV$OO�HTXLW\ ���� ���� ����'HEW�HTXLW\�ILQDQFH���� ���� ���� ����6RXUFH� $XWKRUV¶�FDOFXODWLRQV�
0(75V�RQ�GLIIHUHQW�DVVHWV�
&DSLWDO� LQFRPH� WD[DWLRQ� LQ� (J\SW� GLVFULPLQDWHV� DJDLQVW� GHSUHFLDEOH� DVVHWV� VXFK� DV�YHKLFOHV�DQG�PDFKLQHU\��DQG�IDYRUV�ODQG��7DEOH������0(75�FDOFXODWLRQV��LQFOXVLYH�RI�LQGLUHFW� WD[DWLRQ�� LQGLFDWH� WKDW� YHKLFOHV� DUH� WKH� PRVW� KHDYLO\� WD[HG� DVVHWV� �UDQJLQJ�EHWZHHQ� ����� DQG� ������ SHUFHQW��� IROORZHG� E\� PDFKLQHU\� DQG� HTXLSPHQW� �UDQJLQJ�
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EHWZHHQ������ DQG������SHUFHQW��� EXLOGLQJV� �UDQJLQJ�EHWZHHQ������DQG������SHUFHQW���DQG� ILQDOO\� ODQG� �UDQJLQJ� EHWZHHQ� ����� DQG� ����� SHUFHQW���7KLV� SDWWHUQ� KROGV� DFURVV�GLIIHUHQW RUJDQL]DWLRQDO�IRUPV�DQG�DFURVV�DOO�DFWLYLWLHV��� )RU� LQVWDQFH�� LQ�WKH�FDVH�RI�MRLQW�VWRFN�FRPSDQLHV�RSHUDWLQJ�LQ�PDQXIDFWXULQJ��YHKLFOHV�DUH�WD[HG�DW������SHUFHQW��ZKLOH�ODQG�LV�WD[HG�DW������SHUFHQW��7KH�UHODWLYHO\�KLJK�0(75�RQ�YHKLFOHV�DQG�PDFKLQHU\�LV�GXH�WR�WKH�KLJK�WDULII�UDWHV�DQG� WKH� IDFW� WKDW� VDOHV� WD[� LV� LPSRVHG� RQ� WKH� YDOXH� RI� LPSRUWHG� JRRGV� LQFOXVLYH� RI�WDULIIV��$W�WKH�VDPH�WLPH��WKHUH�LV�QR�FUHGLW�IRU�WKH�VDOHV�WD[�RQ�LPSRUWHG�FDSLWDO�JRRGV�WR� UHGXFH� WKH� ELDV� DJDLQVW� LQYHVWPHQW� LQ� YHKLFOHV� DQG�PDFKLQHU\��7KHVH� FRQFOXVLRQV�EHFRPH�FOHDU�ZKHQ�ZH�FRPSDUH�WKH�ILJXUHV�UHSRUWHG�LQ�7DEOH���ZLWK�0(75�HVWLPDWHV�H[FOXVLYH�RI�LQGLUHFW�WD[DWLRQ��VKRZQ�LQ�7DEOH�&���LQ�$SSHQGL[�&��
7DEOH�����$VVHW�6SHFLILF�0(75V��,PSDFW�RI�'LUHFW�DQG�,QGLUHFW�7D[DWLRQ����/DQG %XLOGLQJ 0DFKLQHU\ 9HKLFOHV&RUSRUDWH�)LUPV0DQXIDFWXULQJ�-RLQW�VWRFN�FRPSDQLHV ���� ���� ���� ����2WKHU�FRUSRUDWH ���� ���� ���� �����6HUYLFHV-RLQW�VWRFN�FRPSDQLHV ���� ���� ���� ����2WKHU�FRUSRUDWH ���� ���� ���� �����
1RQ�&RUSRUDWH�)LUPV0DQXIDFWXULQJ ���� ���� ���� �����6HUYLFHV ���� ���� ���� �����
6RXUFH� $XWKRUV¶�FDOFXODWLRQV�

%DVHG�RQ�WKH�DERYH�DQDO\VLV��RQH�PD\�FRQFOXGH�WKDW� WKH�WD[DWLRQ�UHJLPH�LQ�(J\SW��LQFUHDVHV� WKH�FRVW�RI�FDSLWDO� DQG�PD\�ZRUN�DV�D�GHWHUUHQW� WR�QHZ� LQYHVWPHQW�� ,W�DOVR�LQGLFDWHV� WKDW� WKH� UHJLPH� IDYRUV� MRLQW� VWRFN� FRPSDQLHV� OLVWHG� LQ� WKH� VWRFN� H[FKDQJH��PDQXIDFWXULQJ��H[SRUWLQJ�ILUPV��GHEW�ILQDQFLQJ��DQG�ODQG��7KHVH�UHVXOWV�OHDG�XV�WR�SRVH�WKH�QH[W�TXHVWLRQ�LQ�WKH�VHTXHQFH��KRZ�ZRXOG�WKHVH�UHVXOWV�GLIIHU�LI�WD[�KROLGD\V�DQG�WUDQVDFWLRQ�FRVWV�UHODWHG�WR�WD[�FRPSOLDQFH�DUH�WDNHQ�LQWR�DFFRXQW"
9��7KH�,PSDFW�RI�7D[�,QFHQWLYHV�DQG�&RPSOLDQFH�RQ�0(75�&DOFXODWLRQV
%HVLGHV�GLUHFW�DQG�LQGLUHFW�WD[DWLRQ��WD[�H[HPSWLRQV�DQG�FRPSOLDQFH�DIIHFW�WKH�FRVW�RI�FDSLWDO�� 7KH� PDLQ� FRQFHUQ� LQ� WKLV� VHFWLRQ� LV� WR� H[DPLQH� KRZ� WKHVH� WZR� DVSHFWV� RI�
�� 7R�FDOFXODWH�WKH�0(75�RQ�D�VSHFLILF�DVVHW������SHUFHQW�RI�LQYHVWPHQW�H[SHQGLWXUH�LV�DVVXPHG�WR�EH�DOORFDWHG�WR�WKDW�DVVHW�ZLWK�QR�LQYHVWPHQW�LQ�WKH�RWKHU�DVVHWV��
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WD[DWLRQ� DIIHFW�0(75V�FDOFXODWHG� LQ� WKH�EDVH� FDVH��'R� WKH\� VLJQLILFDQWO\� UHGXFH� WKH�WD[�EXUGHQ�RQ�LQYHVWRUV"�'R�WKH\�GHHSHQ�WKH�H[LVWLQJ�ELDVHV�RU�GR�WKH\�UHYHUVH�WKHP"
7KH�,PSDFW�RI�7D[�+ROLGD\V
$FFRUGLQJ� WR� WKH� ,QYHVWPHQW� ,QFHQWLYHV� DQG� *XDUDQWHHV� /DZ� �/DZ� 1R�� �� IRU�������� FRPSDQLHV� IDOOLQJ� XQGHU� WKLV� ODZ�� UHJDUGOHVV� RI� WKHLU� OHJDO� IRUP�� DUH�H[HPSWHG�IURP�WD[HV�IRU�D�SHULRG�RI���\HDUV�VWDUWLQJ�IURP�WKH�ILUVW�\HDU�RI�DFWLYLW\��)RU�HQWHUSULVHV�ORFDWHG�LQ�QHZ�LQGXVWULDO�]RQHV��QHZ�XUEDQ�FRPPXQLWLHV��RU�UHPRWH�DUHDV��WD[�H[HPSWLRQ�LV�H[WHQGHG�WR����\HDUV����7KH�H[HPSWLRQ�SHULRG�LQFUHDVHV�WR����\HDUV�IRU�DFWLYLWLHV�ORFDWHG�RXWVLGH�WKH�2OG�9DOOH\��$V�IRU�FRPSDQLHV�RSHUDWLQJ�LQ� IUHH�]RQHV�� WKH\�DUH�H[HPSW� IURP�DOO�GLUHFW�DQG� LQGLUHFW� WD[HV�IRU�DQ�XQOLPLWHG�SHULRG��7KH\�DUH�RQO\�VXEMHFW�WR�DQ�DQQXDO�GXW\�RI���SHUFHQW�RI�WKH�YDOXH�RI�JRRGV�PDQXIDFWXUHG�RU�RI�WRWDO�DQQXDO�UHYHQXHV�IRU�VHUYLFHV�SURMHFWV��7KH�LPSDFW�RI�WD[�KROLGD\V�JUDQWHG�XQGHU�/DZ��������WR�LQODQG�SURMHFWV�DQG�RI�OLIHWLPH�WD[�DQG�GXW\�H[HPSWLRQV�JUDQWHG�WR�SURMHFWV�ORFDWHG�LQ�IUHH�]RQHV�KDV�EHHQ�DVVHVVHG��$V�WD[�KROLGD\V�YDU\�LQ�OHQJWK��WKH�DQDO\VLV�ZDV�SULPDULO\�FDUULHG�RXW�IRU���\HDUV�KROLGD\��DOWKRXJK 0(75V�ZHUH�DOVR�HVWLPDWHG�IRU�SURMHFWV�HQMR\LQJ����DQG����\HDUV� WD[�H[HPSWLRQV��� 7DEOHV���DQG���VKRZ�WKDW� LQODQG�SURMHFWV�HQMR\LQJ�D���\HDU�WD[�KROLGD\�IDFH�ORZHU�0(75V�DFURVV�DOO�OHJDO�IRUPV��HFRQRPLF�DFWLYLWLHV��DQG�DOO� W\SHV� RI� DVVHWV� WKDQ� LQ� WKH� FDVH� RI� QR� LQFHQWLYHV�� (VWLPDWHG� 0(75� IRU�PDQXIDFWXULQJ�� IRU� H[DPSOH�� GHFOLQHV� E\� ����� SHUFHQWDJH� SRLQWV� IRU� MRLQW� VWRFN�FRPSDQLHV�� ����� IRU� RWKHU� FRUSRUDWH� HQWLWLHV� DQG������ IRU�QRQ�FRUSRUDWH�SURMHFWV��9LUWXDOO\�PRUH�WKDQ�KDOI�RI�WKH�EXUGHQ�RI�WD[DWLRQ�RQ�SURMHFWV�RSHUDWLQJ�XQGHU�/DZ�������� FDQ� EH� DWWULEXWHG� WR� LQGLUHFW� WD[DWLRQ�� )RU�ZKDW� FRQFHUQV� LQODQG� SURMHFWV��/DZ��������FXWV�GRZQ�WKH�EXUGHQ�RI�GLUHFW�WD[DWLRQ��QDPHO\�WKH�LPSDFW�RI�SURILWV�WD[���EXW�WRXFKHV�YHU\�OLJKWO\�RQ�LQGLUHFW�WD[DWLRQ��,Q�WKH�FDVH�RI�IUHH�]RQH�SURMHFWV��EHFDXVH�WKH�ODZ�GHDOV�HIIHFWLYHO\�ZLWK�GLUHFW�DV�ZHOO�DV�LQGLUHFW�WD[DWLRQ��0(75V�DUH�YHU\�ORZ�

�� 7KH�VLPXODWLRQV�IRU����DQG����\HDUV�WD[�KROLGD\V�DUH�SUHVHQWHG�LQ�7DEOH�&���LQ�$SSHQGL[�&��
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7DEOH�����0(75V�XQGHU�/DZ���������,PSDFW�RI�'LUHFW�DQG�,QGLUHFW�7D[DWLRQ� ���0DQXIDFWXULQJ 6HUYLFHV1R�LQFHQWLYH�FDVH-RLQW�VWRFN� ���� ����2WKHU�FRUSRUDWH� ���� ����1RQ�FRUSRUDWH� ���� ����7D[�KROLGD\V�LQODQG�-RLQW�VWRFN� ���� ����2WKHU�FRUSRUDWH� ���� ����1RQ�FRUSRUDWH� ���� ����7D[�H[HPSWLRQV�LQ�IUHH�]RQHV�&RUSRUDWH ��� ���1RQ�FRUSRUDWH ��� ���6RXUFH� $XWKRUV¶ FDOFXODWLRQV�
7DEOH� �� DOVR� VKRZV� WKDW� WD[� KROLGD\V� PLWLJDWH� WKH� HIIHFW� RI� WKH� SUHIHUHQWLDO� WD[�WUHDWPHQW�JUDQWHG�XQGHU�FRUSRUDWH� LQFRPH�WD[�ODZ�WR�MRLQW�VWRFN�FRPSDQLHV� OLVWHG�RQ�WKH� VWRFN� H[FKDQJH� DQG� WR� PDQXIDFWXULQJ� DFWLYLWLHV�� 'LIIHUHQFHV� LQ� 0(75V� DFURVV�OHJDO� IRUPV�EHFRPH� OHVV�SURQRXQFHG��DQG� WKH�ELDV� LQ� IDYRU�RI� MRLQW�VWRFN�FRPSDQLHV��LQ�WKH�EDVH�FDVH��LV�UHGXFHG�GXH�WR�WKH�SDUWLDO�HURVLRQ�RI�WKH�SDLG�XS�FDSLWDO�DOORZDQFH�LQFHQWLYH� DV� D� UHVXOW� RI� WD[� KROLGD\V��0(75� HVWLPDWHV� DOVR� VKRZ� WKDW� WKH� IDYRUDEOH�WUHDWPHQW� RI�PDQXIDFWXULQJ� RYHU� VHUYLFHV� LV� OHVV� DSSDUHQW� LQ� FDVH� RI� LQODQG� SURMHFWV�DQG� HYHQ� VOLJKWO\� UHYHUVHG� IRU� IUHH� ]RQH� LQYHVWPHQWV�� 7KH� ���� SHUFHQW� ELDV� DJDLQVW�PDQXIDFWXULQJ�LQ�WKH�IUHH�]RQH�LV�GXH�WR�WKH�KLJKHU�VKDUH�RI�GHSUHFLDEOH�DVVHWV�LQ�WKH�FDSLWDO�VWUXFWXUH�RI�PDQXIDFWXULQJ�FRPSDUHG�WR�VHUYLFHV�����SHUFHQW�IRU�PDQXIDFWXULQJ�FRPSDUHG�WR����SHUFHQW�VHUYLFHV��+RZHYHU��DV�UHYHDOHG�IURP�7DEOH����0(75�YDULDWLRQV�E\�DVVHW�SHUVLVW�XQGHU�� /DZ��������IRU�LQODQG�SURMHFWV��7KLV�LV�ODUJHO\�EHFDXVH LQODQG�WD[�KROLGD\V�GHDO�RQO\�ZLWK�GLUHFW� WD[DWLRQ��DQG�GR�QRW�DIIHFW�LQGLUHFW�WD[DWLRQ��ZKLFK�LV�UHVSRQVLEOH�IRU�KLJK�DQG�GLIIHUHQW�0(75V�DFURVV�DVVHWV���$V�UHJDUGV�VRXUFHV�RI�ILQDQFH��HTXLW\�WXUQV�RXW�WR�EH�DPRUH� IDYRUDEOH� RSWLRQ� WR� LQYHVWPHQW� ILQDQFH� FRPSDUHG� WR� GHEW� IRU� DOO� OHJDO� IRUPV��,QODQG�SURMHFWV� UHVRUWLQJ� WR�GHEW�DUH�GHSULYHG�RI� LQWHUHVW�GHGXFWLELOLW\�GXULQJ� WKH� WD[�KROLGD\��ZKLOH�RWKHU�IDFWRUV�SXVKLQJ�0(75V�XSZDUGV�VXFK�DV�WKH�QRQ�LQGH[HG�FDSLWDO�JDLQV�DQG�GHSUHFLDWLRQ�SHUVLVW��DQG� ORZHU� ULJKWV� IRU� LQYHVWRUV� LQ�FDVH�RI�GHEW� ILQDQFH���6HH�7DEOH�&���LQ�$SSHQGL[�&����
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7DEOH����$VVHW�6SHFLILF�0(75V�XQGHU�/DZ���������,PSDFW�RI�'LUHFW�DQG�,QGLUHFW�7D[DWLRQ�����/DQG %XLOGLQJV 0DFKLQHU\	�(TXLSPHQW 9HKLFOHV
1R�LQFHQWLYHV�FDVH&RUSRUDWH�)LUPV0DQXIDFWXULQJ�-RLQW�VWRFN�FRPSDQLHV ���� ���� ���� ����2WKHU�FRUSRUDWH ���� ���� ���� �����6HUYLFHV-RLQW�VWRFN�FRPSDQLHV ���� ���� ���� ����2WKHU�FRUSRUDWH ���� ���� ���� �����
1RQ�FRUSRUDWH�ILUPV0DQXIDFWXULQJ ���� ���� ���� �����6HUYLFHV ���� ���� ���� �����
,QODQG�LQYHVWPHQW&RUSRUDWH�ILUPV0DQXIDFWXULQJ�-RLQW�VWRFN�FRPSDQLHV ���� ���� ���� ����2WKHU�FRUSRUDWH ���� ���� ���� ����6HUYLFHV-RLQW�VWRFN�FRPSDQLHV ���� ���� ���� ����2WKHU�FRUSRUDWH ����� ���� ���� ����
1RQ�FRUSRUDWH�ILUPV0DQXIDFWXULQJ ���� ����� ���� ����6HUYLFHV ���� ���� ���� ����
)UHH�]RQH&RUSRUDWH ��� ��� ��� ���1RQ�FRUSRUDWH ��� ��� ��� ���6RXUFH��$XWKRUV¶�FDOFXODWLRQV��7KH� PDLQ� FRQFOXVLRQ� LV� WKDW� /DZ� ������� UHGXFHV� WKH� FRVW� RI� FDSLWDO� IRU� LQODQG�SURMHFWV�DFURVV�DOO� OHJDO� IRUPV��HFRQRPLF�DFWLYLWLHV�� DQG�DVVHWV��$V� IRU� WKH� LPSDFW�RI�WD[�KROLGD\V�RQ�GLIIHUHQWLDO�WD[�WUHDWPHQW��WKH�DQDO\VLV�LOOXVWUDWHV�WKDW�ZKLOH�LW�UHGXFHV�WKH�ELDVHV�DFURVV�OHJDO�IRUPV�DQG�DFWLYLWLHV��LW�PDLQWDLQV�WKH�ELDVHV�EHWZHHQ�DVVHWV���,Q�IUHH�]RQHV��0(75V�GHFOLQH�GUDVWLFDOO\�UHODWLYH�WR�LQODQG�FRPSDQLHV�2Q� WKH�TXHVWLRQ�RI�HIIHFWLYHQHVV�RI� WD[� LQFHQWLYHV� LQ� IUHH�]RQHV�� WKHUH� LV�FOHDUO\�D�UHYHQXH�ORVV�IRU�WKH�JRYHUQPHQW��0RUH�LPSRUWDQWO\��VRPH�VWXGLHV�VKRZ�WKDW�QHDUO\����SHUFHQW�RI� WKH�VKLSPHQWV� IURP�WKH�IUHH�]RQHV�JR� WR�(J\SW�DQG�RQO\����SHUFHQW�JR� WR�IRUHLJQ�PDUNHWV� �0DUNV�HW� DO����������7R� WKH�H[WHQW� WKDW� WKHVH�QXPEHUV�DUH�DFFXUDWH�WKH\� LQGLFDWH� WKDW� IUHH� ]RQHV¶� LQFHQWLYHV� DUH�PDLQO\�GLUHFWHG� WR� LPSRUWLQJ�RSHUDWLRQV�UDWKHU� WKDQ�H[SRUWLQJ�DFWLYLWLHV��DV�ZDV�VXSSRVHG�WR�EH�WKH�UHDO�UDLVRQ�G¶HWUH�RI�WKHVH�]RQHV�
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7KH�,PSDFW�RI�7D[�&RPSOLDQFH
,W� LV� ZHOO� UHFRJQL]HG� WKDW� WD[� FRPSOLDQFH� LQ� JHQHUDO� GHSHQGV� RQ� WD[� UDWH� DQG� WKH�HIIHFWLYHQHVV� RI� WD[� DGPLQLVWUDWLRQ� LQ� GHWHFWLQJ� DQG� SHQDOL]LQJ� QRQ�FRPSOLDQFH��3HRSOH�HYDGH� WD[HV�ZKHQ��DW� WKH�PDUJLQ�� WKH�H[SHFWHG�EHQHILWV� �ORZHU� WD[�SD\PHQWV��DUH�KLJKHU�WKDQ�WKH�H[SHFWHG�FRVWV��SHQDOWLHV���&KHQ�DQG�5HLQLNND���������,Q�(J\SW��LW�VHHPV� WKDW� WKH� LQFHQWLYHV� IRU� FRPSOLDQFH� DUH� UHODWLYHO\� ORZ�� 2Q� WKH� RQH� KDQG�� WKH�VWDWXWRU\� UDWHV� DUH� KLJK� DQG� WD[� DGPLQLVWUDWLRQ� LV� WLPH� DQG� FRVW� FRQVXPLQJ��2Q� WKH�RWKHU� KDQG�� ERWK� ILQDQFLDO� DQG� FULPLQDO� SHQDOWLHV� DUH� QRW� VXIILFLHQWO\�GHWHUULQJ� VLQFH�WKH� PDJQLWXGH� RI� WKH� ILQDQFLDO� SHQDOWLHV� LV� UHODWLYHO\� ORZ� DQG� FULPLQDO� SHQDOW\� LV�VHOGRP�LPSRVHG���+RZHYHU�� EHFDXVH� WKHUH� DUH� QHLWKHU� DFFXUDWH� HVWLPDWHV� RI� WUDQVDFWLRQ� FRVWV�UHODWHG� WR� WD[� FRPSOLDQFH�� QRU� RI� WKH� PDJQLWXGH� RI� WD[� HYDVLRQ� LQ� (J\SW�� 0(75�FDOFXODWLRQV�FRXOG�QRW�FDSWXUH�WKLV�SKHQRPHQRQ��1HYHUWKHOHVV��LW�LV�LPSRUWDQW�WR�QRWH�WKDW�WD[�FRPSOLDQFH�LV�OLNHO\�WR�UDLVH�WKH�YDOXH�RI�0(75�DQG�EHFDXVH�WKH�PDJQLWXGH�RI�WUDQVDFWLRQ� FRVWV� DQG� WD[�HYDVLRQ�GLIIHU� IURP�RQH� ILUP� WR�DQRWKHU�� WD[�FRPSOLDQFH� LV�H[SHFWHG� WR� DIIHFW� WD[SD\HUV�GLIIHUHQWO\��)XUWKHUPRUH�� ILUPV� WKDW�GR�FRPSO\�ZLWK� WKH�WD[�V\VWHP�DFNQRZOHGJH�GLIILFXOW\�ZLWK�LQIRUPDO�SUDFWLFHV�DQG�DQ�XQIDLU�FRPSHWLWLRQ�VLWXDWLRQ�FRPSDUHG�ZLWK�WKHLU�QRQ�FRPSOLDQW�FRPSHWLWRUV����
9,��&RQFOXVLRQ�DQG�3ROLF\�,PSOLFDWLRQV
$OWKRXJK� WD[DWLRQ� LV� QRW� WKH� RQO\� GHWHUPLQDQW� RI� LQYHVWPHQW�� LW� KDV� D� VLJQLILFDQW�EHDULQJ�RQ�LQYHVWPHQW�GHFLVLRQV�WKURXJK�LWV�LPSDFW�RQ�WKH�QHW�SURILWDELOLW\�RI�SURMHFWV���0RUHRYHU�� GLIIHUHQWLDO� WD[� WUHDWPHQW� PD\� YHU\� ZHOO� GLVWRUW� LQYHVWPHQW� DOORFDWLRQ���5HFRJQL]LQJ� WKH�EHDULQJ�RI� WD[DWLRQ�RQ� WKH� FRVW� RI� FDSLWDO� DQG� LQYHVWPHQW�EHKDYLRU��WKLV� SDSHU� DWWHPSWHG� WR� PHDVXUH� WKH� RYHUDOO� LPSDFW� RI� EXVLQHVV� LQFRPH� WD[DWLRQ� LQ�(J\SW�RQ�GRPHVWLF�PDUJLQDO��L�H��DGGLWLRQDO�RU�QHZ��LQYHVWPHQWV��%HVLGHV�WKH�LVVXH�RI�ZKHWKHU�D�SURMHFW�WKDW�LV�YLDEOH�LQ�WKH�DEVHQFH�RI�WD[�ZLOO�VWLOO�HDUQ�D�VXIILFLHQW�UHWXUQ�ZKHQ�WD[�LV�DSSOLFDEOH��WKH�VWXG\�DWWHPSWV�WR�DQVZHU�WKH�HTXDOO\�LPSRUWDQW�TXHVWLRQ�RI�ZKHWKHU� WKH� WD[� V\VWHP� GLVWRUWV� LQYHVWPHQW� GHFLVLRQ�� 7KH� DQDO\VLV� UHOLHG� RQ� WKH�
�� )LQDQFLDO� SHQDOW\� LV� HTXDO� WR� ��� SHUFHQW� RI� WKH� WD[� GXH� ZLWK� D PD[LPXP� RI� /�(�������� &ULPLQDO�SHQDOWLHV� DUH� YDJXH�� FLWLQJ� � �SXQLVKPHQW� E\� LPSULVRQLQJ�� DV� D� SRVVLEOH� SHQDOW\� IRU� IDLOLQJ� WR� UHJLVWHU�ZLWK� WKH� WD[� DXWKRULW\�� ZLWKKROG� DQG� SD\� WKLUG�SDUW\� WD[HV�� RU� VXEPLWWLQJ� LQDFFXUDWH� UHFRUGV� WR� KLGH�WD[DEOH�LQFRPH��7RKDP\�������
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PDUJLQDO� HIIHFWLYH� WD[� UDWH� �0(75�� RQ� FDSLWDO�� ZKLFK� LV� D� VXPPDU\� PHDVXUH� WKDW�FDSWXUHV�DOO�DVSHFWV�RI� WKH�WD[�UHJLPH��DV�ZHOO�DV� WKH�LQGXVWU\�VSHFLILF�DQG�HFRQRP\�ZLGH�FKDUDFWHULVWLFV�� �7KLV� VHFWLRQ� VXPV�XS� WKH�PDLQ�ILQGLQJV�RI� WKH�VWXG\��DQG� WKHQ�FRQFOXGHV�ZLWK�VRPH�EURDG�SROLF\�LPSOLFDWLRQV�0(75�HVWLPDWHV�SRLQW�RXW�WKDW�WKH�HIIHFWLYH�WD[�EXUGHQ�RQ�FDSLWDO�LQ�(J\SW�LV�PXFK�KLJKHU� WKDQ�ZKDW� LV� UHIOHFWHG� E\� WKH� VWDWXWRU\� EXVLQHVV� LQFRPH� �FRUSRUDWH� DQG� QRQ�FRUSRUDWH�� WD[� UDWHV� GXH� WR� WKH� H[FHVVLYH� XVH� RI� LQGLUHFW� WD[DWLRQ�� )XUWKHUPRUH�� WKH�VWXG\� UHYHDOV� WKDW�0(75V� IRU�(J\SW� H[FHHG� WKH� FRUUHVSRQGLQJ� OHYHOV� LQ� VRPH�/DWLQ�$PHULFDQ�FRXQWULHV�VXFK�DV�$UJHQWLQD��%UD]LO��0H[LFR��&KLOH�DQG�3HUX��&DSLWDO� WD[DWLRQ� LQ� (J\SW� SURYHG� WR� KDYH� GLIIHUHQW� LPSDFWV� RQ� GLIIHUHQW�LQYHVWPHQWV�� 7KH� WD[� UHJLPH� IDYRUV� MRLQW� VWRFN� FRPSDQLHV� OLVWHG� RQ� WKH� 6WRFN�([FKDQJH�RYHU�ILUPV�XQGHU�RWKHU�OHJDO�IRUPV��PDQXIDFWXULQJ�RYHU�VHUYLFHV��GHEW�RYHU�HTXLW\� ILQDQFLQJ� DQG� ODQG� RYHU� RWKHU� GHSUHFLDEOH� FDSLWDO� DVVHWV�� � $OWKRXJK� H[SRUW�DFWLYLWLHV�IDFH�ORZHU�0(75�FRPSDUHG�WR�LQZDUG�RULHQWHG�RQHV��WKH\�DUH�LQVXIILFLHQW�WR�RIIVHW�RWKHU�ELDVHV�DJDLQVW�H[SRUWV�7DNLQJ�WD[�KROLGD\V�LQWR�DFFRXQW�ORZHUV�0(75V�DQG�UHGXFHV�ELDVHV��+RZHYHU��WKH�FRVW�HIIHFWLYHQHVV�RI�WKHVH�LQFHQWLYHV�LV�TXHVWLRQDEOH��,QODQG�LQFHQWLYHV�DUH�FRVWO\�IRU�WKH� EXGJHW�� DQG� D� QXPEHU� RI� VWXGLHV� LQGLFDWH� WKDW� IUHH� ]RQH� LQFHQWLYHV� DUH� QRW� YHU\�HIIHFWLYH�LQ�SURPRWLQJ�H[SRUWV��DV�PRVW�RI� WKH�SURGXFWLRQ�LQ�WKHVH�]RQHV�LV�SULPDULO\�GLUHFWHG�WR�ORFDO�PDUNHWV�7R� WUDQVODWH� WKHVH� ILQGLQJV� LQWR� FRQFUHWH� SROLF\� DFWLRQV� UHTXLUHV� IXUWKHU� GHWDLOHG�DQDO\VLV��:KDW�LV�FOHDU�QHYHUWKHOHVV�LV�WKDW�VHULRXV�UHIRUP�LV�QHHGHG�WR�UHGXFH�WKH�OHYHO�RI� EXVLQHVV� LQFRPH� WD[DWLRQ� RQ� WKH� FRVW� RI� FDSLWDO� LQ� (J\SW�� DQG� WR� GDPSHQ� WKH�GLIIHUHQWLDWLRQ�LQ WD[�WUHDWPHQW�DFURVV�W\SHV�RI�ILUPV��DFWLYLWLHV��VRXUFHV�RI�ILQDQFH�DQG�DVVHWV���*HQHUDOO\��D�FOHDU�SROLF\�LPSOLFDWLRQ�DULVLQJ�IURP�WKH�VWXG\�LV�WKDW��ORZHU�DQG�XQLIRUP� WD[� UDWHV� DVVRFLDWHG�ZLWK� OLPLWHG� UHFRXUVH� WR� LQFHQWLYHV� LV�PRUH�HIIHFWLYH� LQ�VWLPXODWLQJ� QHZ� LQYHVWPHQW� DQG�� DW� WKH� VDPH� WLPH�� UHVXOWV� LQ� PLQLPDO� WD[�LQGXFHG�GLVWRUWLRQV��7KH�IROORZLQJ� WZR�VSHFLILF�JURXSV�RI� UHFRPPHQGDWLRQV�PD\�KHOS� LQ� WKLV�UHJDUG���)LUVW��UHGXFLQJ�WKH�UHODWLYHO\�KLJK�WD[�EXUGHQ�RQ�QHZ�LQYHVWPHQW��/RZHULQJ�WKH�HIIHFWLYH�WD[�EXUGHQ�UHTXLUHV�GHDOLQJ�ZLWK�WKH�VWDWXWRU\�LQFRPH�WD[�UDWHV�DV�ZHOO�DV�LQGLUHFW�WD[DWLRQ��/RZHU�FRUSRUDWH�WD[�UDWHV�DUH�D�JRRG�VLJQ�RI�D�FRXQWU\¶V�RSHQQHVV� WR� LQYHVWPHQW��/RZHU� UDWHV� FDQ�DOVR�HQFRXUDJH� LQYHVWPHQW�� HQODUJH� WKH� WD[�EDVH��UHGXFH�WKH�PRWLYH�RI�WD[�HYDVLRQ�DQG�IDFLOLWDWH�WD[�DGPLQLVWUDWLRQ�SURFHGXUHV��,Q�
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WKLV� UHJDUG�� FRUSRUDWH� WD[� UDWHV� LQ� RWKHU� GHYHORSLQJ� FRXQWULHV� FDQ� EH� XVHG� DV�EHQFKPDUN�WR�JXDUDQWHH�WKH�FRPSHWLWLYHQHVV�RI�(J\SW¶V�WD[�UHJLPH���6XFK�UHGXFWLRQ�VKRXOG�EH�EDVHG�RQ�VWXGLHV�RI WKH�HODVWLFLW\�RI� WD[�SURFHHGV�WR� WD[�UDWH�UHGXFWLRQV��7KH�WD[�PHDVXUHV�PD\�ZHOO�LQGLFDWH�D�SRVLWLYH�UHVSRQVH�ZKHQ�YLHZHG�LQ�D�G\QDPLF�SHUVSHFWLYH�LQ�WKH�PHGLXP�DQG�ORQJ�WHUPV��$QRWKHU� DSSURDFK� WR� UHGXFLQJ� WKH� WD[� EXUGHQ� RQ� PDUJLQDO� LQYHVWPHQW� LV� WR� GHDOZLWK� LQGLUHFW� WD[DWLRQ�� ,Q� WKLV� UHJDUG�� WKH� H[SHULHQFHV� RI� VRPH� /DWLQ� $PHULFDQ�FRXQWULHV�PD\�EH� LQGLFDWLYH��0RVW�RI� WKHVH�FRXQWULHV�DOORZ� IRU�FUHGLWLQJ�RI� WKH�VDOHV�WD[� RQ� FDSLWDO� JRRGV�� $UJHQWLQD�� IRU� H[DPSOH�� H[HPSWV� FDSLWDO� JRRGV� IURP� LPSRUW�GXWLHV��
6HFRQG��SKDVLQJ�RXW�WKH�WD[�LQGXFHG�ELDVHV��7KLV� UHTXLUHV� XQLI\LQJ� PXOWLSOH� LQFRPH� WD[� UDWHV�� DQG� UHYLVLQJ� SUHIHUHQWLDO� WD[�WUHDWPHQWV� WR� HQVXUH� WKDW� LQYHVWPHQW� GHFLVLRQV� ZRXOG� GHSHQG� PRUH� RQ� HIILFLHQF\�UDWKHU� WKDQ� RQ� WD[� FRQVLGHUDWLRQV�� $GRSWLQJ� D� XQLIRUP� WD[� UDWH� DFURVV� HFRQRPLF�DFWLYLWLHV�DQG�OHJDO�IRUPV�RI�SURMHFWV�ZRXOG�UHPRYH�DQ�LPSRUWDQW�VRXUFH�RI�GLVWRUWLRQV�DQG� ZRXOG� DOVR� IDFLOLWDWH� WD[� DGPLQLVWUDWLRQ�� � ,Q� DGGLWLRQ�� HOLPLQDWLQJ� VRPH� WD[�SURYLVLRQV� VXFK� DV� WKH� SDLG�XS� FDSLWDO� GHGXFWLRQ� JUDQWHG� WR� MRLQW� VWRFN� FRPSDQLHV�OLVWHG�RQ�WKH�6WRFN�([FKDQJH�ZRXOG�UHPRYH�WKH�WD[�GLVFULPLQDWLRQ�EHWZHHQ�GLIIHUHQW�OHJDO�IRUPV��(TXDOO\� LPSRUWDQW� LV� WKH� UDWLRQDOL]DWLRQ� RI� WKH� WD[� KROLGD\V� UHJLPH� DSSOLHG� LQ�(J\SW���(PSLULFDO�HYLGHQFH�VXJJHVWV�WKDW�WD[�LQFHQWLYHV�DQG KROLGD\V�LQ�(J\SW�DUH�QRW�ZHOO� GHVLJQHG� RU� WDUJHWHG�� DQG� WKHLU� HIIHFWLYHQHVV� LQ� DWWUDFWLQJ� QHZ� LQYHVWPHQWV� LV�TXHVWLRQDEOH�ZKLOH� WKHLU� UHYHQXH�FRVW� LV�KLJK�� �5HYLVLQJ� WD[�KROLGD\V�FDQ�KHOS�RIIVHW�UHYHQXH�ORVVHV�IURP�WKH�UHGXFWLRQ�RI�GLUHFW�DQG�LQGLUHFW�WD[HV��DQG�PD\�DOVR�VLPSOLI\�WD[�DGPLQLVWUDWLRQ��,W�ZRXOG�EH�XVHIXO�WR�FRQVLGHU�OLPLWLQJ�WKHVH�LQFHQWLYHV�WR�VHOHFWHG�WDUJHWV�� QRWDEO\� WKRVH� LQYROYLQJ� H[WHUQDOLWLHV�� $Q� REYLRXV� H[DPSOH� ZRXOG� EH�LQFHQWLYHV� WDUJHWHG� IRU� LPSURYLQJ� KLJK�WHFKQRORJ\� LQGXVWULHV�� ZKLFK� DUH� OLNHO\� WR�FRQIHU�VLJQLILFDQW�SRVLWLYH�H[WHUQDOLWLHV�WR�WKH�UHVW�RI�WKH�HFRQRP\���0RUHRYHU�� HYLGHQFH� VKRZV� WKDW� LQYHVWPHQW� WD[�DOORZDQFHV�DQG�FUHGLWV�DV�ZHOO�DV�DFFHOHUDWHG� GHSUHFLDWLRQ� DUH�PRUH� FRVW� HIIHFWLYH� LQ� VWLPXODWLQJ� DGGLWLRQDO� ORQJ�WHUP�LQYHVWPHQW� WKDQ�DUH� WD[�KROLGD\V��5HFHQWO\�� FRXQWULHV� LQ�(DVWHUQ�(XURSH� WKDW�XVHG� WR�UHO\� KHDYLO\� RQ� WD[� KROLGD\V� WR� DWWUDFW� )',� DUH� LQWURGXFLQJ� PRUH� WUDQVSDUHQW� DQG�DXWRPDWLF� IRUPV� RI� LQFHQWLYHV� VXFK� DV� DFFHOHUDWHG� GHSUHFLDWLRQ�� 7KLV� WUHQG� LV� DOVR�
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DSSDUHQW� LQ�&KLOH�DQG�3HUX��ZKLFK�RIIHU�DFFHOHUDWHG�GHSUHFLDWLRQ�UDWHV�IRU�PDFKLQHU\�DQG�HTXLSPHQW�)LQDOO\��LW�JRHV�ZLWKRXW�VD\LQJ�WKDW�WKHVH�PHDVXUHV�ZLOO�EH�RI�OLPLWHG�LPSDFW�LI�QRW�DFFRPSDQLHG�ZLWK�VHULRXV� � WD[�DGPLQLVWUDWLRQ�UHIRUP��DQG� LI� � WD[� UHIRUP�LV�QRW�GHDOW�ZLWK�DV�DQ�LQWHJUDO�SDUW�RI�D�PRUH�FRPSUHKHQVLYH�LQVWLWXWLRQDO�UHIRUP�
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5HIHUHQFHV
$EGHO� 5DKPDQ��$EGHO�0RQHP� �������� ³(J\SW¶V�*HQHUDO� 6DOHV� 7D[��5HFHQW�'HYHORSPHQWV�DQG�5HIRUPV�$KHDG�´�7KH�(J\SWLDQ�&HQWHU�I RU�(FRQRPLF�6WXGLHV��:RUNLQJ�3DSHU�1R������
$WWD��$EGHO�+DPLG���������7D[�5HIRUP�DQG� LWV�5HODWLRQ�ZLWK�(FRQRPLF�3URJUHVV�LQ�(J\SW��3DSHU�SUHVHQWHG�DW�WKH�)HGHUDWLRQ�RI�(J\SWLDQ�,QGXVWULHV�&RQIHUHQFH������µ7RZDUGV�D�1HZ�3HUVSHFWLYH�RQ�,QGXVWU\�LQ�(J\SW�����¶�,Q�$UDELF���
%LUG��5��'XDQMLH�&KHQ�DQG�-RVHSK�/��5RWPDQ��������� 7D[�,QFHWLYHV�IRU�)RUHLJQ�,QYHVWPHQW�LQ�/DWLQ� $PHULFD�� $� SDSHU� SUHVHQWHG� IRU� WKH� ,QWHU �$PHULFDQ� 'HYHORSPHQW� %DQN��'HFHPEHU��
&$30$6� �������� 7KH� (FRQRPLF� &HQVXV� IRU� $5(� �������� )LQDQFLDO� 6WDWLVWLFV� DQG�,QGLFDWRUV�IRU�3ULYDWH�,QYHVWPHQW FRPSDQLHV�
&$30$6� �������� 7KH� (FRQRPLF� &HQVXV� IRU� $5(� �������� )LQDQFLDO� 6WDWLVWLFV� DQG�,QGLFDWRUV�IRU�2UJDQL]HG�3ULYDWH�FRPSDQLHV��
&$30$6���������7KH�*HQHUDO�&HQVXV�IRU�3RSXODWLRQ�DQG�(VWDEOLVKPHQWV����� ��
&HQWUDO�%DQN�RI�(J\SW���������0RQWKO\�6WDWLVWLFDO�%XOOHWLQ ��-XO\�������
&KHQ��'XDQMLH�DQG�5HLQLNND��5LWYD���������³%XVLQHVV�7D[DWLRQ�LQ�D�/RZ �5HYHQXH�(FRQRP\��$� 6WXG\� RQ� 8JDQGD� LQ� &RPSDULVRQ� ZLWK� 1HLJKERULQJ� &RXQWULHV�´� $IULFD� 5HJLRQ�:RUNLQJ�3DSHU�6HULHV�1R���
'HWKLHU�� -HDQ�-DFTXHV� DQG� &KULVWRSK� -RKQ� �������� ³7KH� 7D[DWLRQ� RI� &DSLWDO� ,QFRPH� LQ�+XQJDU\� IURP� WKH� 3HUVSHFWLYH� RI� (XURSHDQ� ,QWHJUDWLRQ�´� 3ROLF\� 5HVHDUFK�:RUNLQJ�3DSHU�������7KH�:RUOG�%DQN�
'XQQ��'DYLG�DQG�$QWKRQ\�3HOOHFKLR���������³$QDO\]LQJ� 7D[HV�RQ�%XVLQHVV�,QFRPH�ZLWK�WKH�0DUJLQDO�(IIHFWLYH�7D[�5DWH�0RGHO�´�:RUOG�%DQN�'LVFXVVLRQ�3DSHUV��� ��7KH�:RUOG�%DQN��:DVKLQJWRQ�'�&�
()*�+HUPHV���������(J\SW�&RXQWU\�5HSRUW��0D\���
+DVVDQ�� +D]HP� �������� ³$� 36'�)ULHQGO\� 7D[� 6\VWHP´� LQ� *LXJDOH�� 0�� DQG�0R EDUDN�� +���3ULYDWH�6HFWRU�'HYHORSPHQW�LQ�(J\SW� �7KH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR�3UHVV��
,QWHUQDWLRQDO�0RQHWDU\�)XQG���������*RYHUQPHQW�)LQDQFH�6WDWLVWLFV �
,QWHUQDWLRQDO�0RQHWDU\�)XQG��������� ,QWHUQDWLRQDO�)LQDQFLDO�6WDWLVWLFV� �0DUFK��
.30*���������.30* &RUSRUDWH�7D[�5DWH�6XUYH\ �KWWS���ZZZ�NSPJ�FR�]D�OLEUDU\������MDQ�����WD[FHQWUH�KWP�
.30*���������7KH�(J\SWLDQ�7D[�6\VWHP�DQG�,QFHQWLYHV�WR�,QYHVWRUV ��XQSXEOLVKHG�QRWH�
(J\SWLDQ� /DZ�1R�� �� RI� ������ ,QYHVWPHQW� JXDUDQWHHV� DQG� LQFHQWLYHV� ODZ� DQG� LWV� H[HFXWL YH�UHJXODWLRQV�
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(J\SWLDQ�/DZ�1R������RI�������,QFRPH�WD[�ODZ�DFFRUGLQJ�WR�ODWHVW�DPHQGPHQWV�E\�/DZ�1R������RI�������8QLILHG�WD[��
(J\SWLDQ�/DZ�1R������RI�������/DZ�RI�MRLQW�VWRFN�FRPSDQLHV��SDUWQHUVKLSV�OLPLWHG�E\�VKDUHV�DQG�OLPLWHG�OLDELOLW\�FRPSDQLHV�DQG�LWV�H[SODQDWRU\�GRFXPHQW��
0DUNV��6���*LDQQL��3��DQG�.KDOHG��7����������³0RQLWRULQJ�3URJUHVV�8QGHU�635�DQG�$VVLVWLQJ�WKH�*2(�LQ�$FKLHYLQJ�WKH�635�3ROLF\�0HDVXUH�WR�0DNH�,QYHVWPHQW�,QFHQWLYHV�0RUH�&RVW�(IIHFWLYH´�$� UHSRUW�SUHVHQWHG�E\�7HFKQLFDO�$VVLVWDQ FH� WR�6XSSRUW� WKH�5HIRUP�$FWLYLWLHV�RI� WKH�*RYHUQPHQW�RI�(J\SW�DQG�3URYLGH�0DQDJHPHQW�$FWLYLWLHV��7$35���-DQXDU\��
0LQLVWU\�RI�(FRQRP\��������³,QYHVWLQJ�LQ�(J\SW´��&DLUR��
0LQLVWU\�RI�)LQDQFH���������*RYHUQPHQW�%XGJHW�IRU����������
1DWKDQ�$VVRFLDWHV���������(QKDQFLQJ�(J\SW¶V�([SRUWV ��
2(&'���������7D[LQJ�3URILWV�LQ�D�*OREDO�(FRQRP\��'RPHVWLF�DQG�,QWHUQDWLRQDO�,VVXHV� 3DULV�
7RKDP\��6DKDU���������³7D[�$GPLQLVWUDWLRQ�DQG�7UDQVDFWLRQ�&RVWV�LQ�(J\SW�´�7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��:RUNLQJ�3DSHU 1R������
:RUOG�%DQN���������:RUOG�'HYHORSPHQW�,QGLFDWRUV������
:RUOG� %DQN� �������� ³$UDE� 5HSXEOLF� RI� (J\SW�� (J\SW � ,QWR� WKH� 1H[W� &HQWXU\´� 'LVFXVVLRQ�3DSHUV �0D\��
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$SSHQGL[�$7KH�0(75�0RGHO7KH� PHWKRGRORJ\� XVHG� LQ� WKLV� VWXG\� WR� FDOFXODWH� 0(75� LV� EDVHG� RQ� WKH� DSSURDFK�GHYHORSHG� E\� .LQJ� DQG� )XOOHUWRQ� �������� 7KLV� PHWKRGRORJ\� KDV� EHHQ� IROORZHG� E\�2(&'� ������� DQG� WKH�:RUOG� %DQN�� ,W� ZDV� ODWHU� GHYHORSHG� E\�'XQQ� DQG� 3HOOHFKLR�������� LQWR�D�FRPSXWHUL]HG�0(75�PRGHO��ZKLFK�WKH\�XVHG�IRU� WKHLU�DQDO\VLV� �RI� WKH�WD[DWLRQ� RI� EXVLQHVV� LQFRPH� LQ� GHYHORSLQJ� FRXQWULHV�� 7KLV� VWXG\� XVHV� WKLV� VSHFLILF�PRGHO�WR�PHDVXUH�0(75�RQ�FDSLWDO�LQ�(J\SW��7KH�PRGHO� LV� FRQFHUQHG�PDLQO\�ZLWK�PDUJLQDO� RU� QHZ� LQYHVWPHQW� UDWKHU� WKDQ� DQ�H[LVWLQJ�LQYHVWPHQW��7KLV�LV�ZK\�HIIHFWLYH�WD[�UDWH�FDOFXODWLRQV�GLG�QRW�UHO\�RQ�DFWXDO�GDWD�IURP�DFFRXQWV�RI�H[LVWLQJ�ILUPV��7KH�0(75�PRGHO�DVVXPHV�D�W\SLFDO�SURMHFW�ZLWK�D� SDUWLFXODU� DVVHW� DQG� ILQDQFLQJ� VWUXFWXUH� DQG� D� VSHFLILF� EHIRUH�WD[� LQWHUQDO� UDWH� RI�UHWXUQ�� 2WKHU� SDUDPHWHUV� RI� WKH� PRGHO� LQFOXGH� HFRQRP\�ZLGH� SDUDPHWHUV� VXFK� DV�LQIODWLRQ� UDWH� DQG� LQWHUHVW� UDWHV�� DQG� WD[� SDUDPHWHUV��7KH� SDUDPHWHUV� LQWURGXFHG� LQWR�WKH�PRGHO�DUH�H[WUDFWHG�IURP�DFWXDO�GDWD�DV�ZLOO�EH�GHVFULEHG�ODWHU�LQ�WKH�GDWD�VRXUFHV�VHFWLRQ�� 7KH� PRGHO� GRHV� QRW� DFFRXQW� H[SOLFLWO\� IRU� WKH� ULVN� LQYROYHG� LQ� LQYHVWPHQW�GHFLVLRQV��EXW�WKLV�FDQ�EH�GHDOW�ZLWK�E\�DGGLQJ�D�ULVN�IDFWRU�WR�WKH�GLVFRXQW�UDWH�RU�WKH�EHIRUH�WD[�LQWHUQDO�UDWH�RI�UHWXUQ��7KH� PRGHO� ILUVW� JHQHUDWHV� D� EHIRUH�WD[� FDVK� IORZ� �%7&)�� IRU� WKH� SURMHFW�� WKHQ��JLYHQ� WKH� LQIRUPDWLRQ� RQ� WD[� SDUDPHWHUV�� LW� JHQHUDWHV� DIWHU�WD[� FDVK� IORZ� �$7&)���(IIHFWLYH�WD[�UDWHV�DUH�GHULYHG�IURP�WKH�UDWHV�RI�UHWXUQ�IRU�%7&)��%7525��DQG�$7&)��$7525��DGMXVWHG�IRU�LQIODWLRQ�DFFRUGLQJ�WR�WKH�IRUPXOD�
���u� %7525$7525%75250(75

%7&)�IRU�DQ\�\HDU�W�LV�FDOFXODWHG�DV�%7&)W  �,QY,QFW � ,QY([SW � ,QWW � 3ULQFW ��1HW�6DOHV�RI�$VVHWVW:KHUH��,QY,QFW  ����������������������5HYHQXH�IURP�LQYHVWPHQW�QHW�RI�ZDJHV�DQG�PDWHULDOV�LQ�\HDU�W�,QY([SW� � ,QYHVWPHQW�H[SHQGLWXUH�LQ�\HDU�W�,QW3W��� �� ,QWHUHVW�SD\PHQWV�LQ�\HDU�W�3ULQFW� ���� 3ULQFLSDO�SD\PHQWV�LQ�\HDU�W�1HW�6DOHV�RI�$VVHWVW� � 1HW�VDOHV�SURFHHGV�RI�DVVHWV�LQ�WKH�VDOH�\HDU�W�
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$7&)W UHIOHFWV�DFWXDO�SD\PHQWV�WR�LQYHVWRUV�DQG�LV�FDOFXODWHG�DV�$7&)W  �%7&)W ± WL�,QY,QFW ��&DSJDLQW ���,QW5W � 'HSW � ,QW3W � &DUU\RYHUW�2WK�7D['HGW��± 2WK�7D[HVW ± 5(WZKHUH�WL�� ,QFRPH�WD[ UDWH��LQFOXGLQJ�DQ\�FRPSOHPHQWDU\�WD[HV�ZKHQHYHU�DSSOLFDEOH��,QW5W� 7D[DEOH�LQWHUHVW�LQFRPH�LQ�\HDU�W�&DSJDLQV� &DSLWDO�JDLQV�IURP�VDOH�RI�GHSUHFLDEOH�IL[HG�DVVHWV�LQ�\HDU�W�'HSW� 'HSUHFLDWLRQ�DOORZDQFHV�&DUU\RYHUW� 3ULRU�\HDUV¶�FRUSRUDWH�ORVVHV�GHGXFWLEOH�IURP�WD[DEOH�LQFRPH�2WK�WD[W� 7D[HV�RWKHU��WKDQ�LQFRPH�WD[�2WK�WD['HGW� 7D[HV��RWKHU�WKDQ�LQFRPH�WD[��GHGXFWLEOH�IURP�WD[DEOH�LQFRPH�5(W� 5HWDLQHG HDUQLQJV�LQ�\HDU�W�
7KH�PRGHO� LV�EDVHG�RQ�JHQHUDWLQJ�FDVKIORZV�RI�D�SRWHQWLDO�SURMHFW� LQ�D�SDUWLFXODU�VHFWRU� IRU� D� SHULRG� RI� XS� WR� ��� \HDUV� XQGHU� DVVXPSWLRQV� RI� FRQVWDQW� LQIODWLRQ� UDWH��LQWHUHVW�UDWHV�DQG�WD[�V\VWHP�SDUDPHWHUV�DW�WKH�OHYHOV�DQG�FRQGLWLRQV�SUHYDLOLQJ�DW�WKH�WLPH�RI�WKH�VWXG\��7KLV�DSSURDFK�ZLOO�SURYLGH�FORVH�HVWLPDWHV�RI�HIIHFWLYH�WD[�EXUGHQ�RQ�QHZ�LQYHVWPHQWV�DV� ORQJ�DV� WKHVH�DVVXPSWLRQV�KROG��'HVSLWH� WKLV GHSHQGHQFH��WKH�DSSURDFK� UHPDLQV� D� JRRG� JXLGH� WR� WKH� SRWHQWLDO� GLVWRUWLRQV� FDXVHG� E\� WD[DWLRQ� RQ�YDULRXV�LQYHVWPHQW�XQGHUWDNLQJV��

'DWD�6RXUFHV�'DWD 6RXUFH7D[�SDUDPHWHUVx 3URILW�WD[�UDWHV��WD[DEOH�LQFRPH��GHGXFWDEOH�FRVWV��DOORZDQFHV�DQG�WD[�LQFHQWLYHVx 6DOHV�WD[�x ,PSRUW�GXWLHV�

,QFRPH�7D[�/DZ�����������DQG�LWV�DPHQGPHQWV�	�/DZ�RI�,QYHVWPHQW�*XDUDQWHHV�DQG�,QFHQWLYHV��������
/DZ���������/DZ���������DQG�LWV�DPHQGHPHQWV

1RQ�WD[�SDUDPHWHUV(FRQRP\�3DUDPHWHUV�,QWHUHVW�UDWHV�DQG�LQIODWLRQ�UDWH &HQWUDO�%DQN�RI�(J\SW��0RQWKO\�6WDWLVWLFDO�%XOOHWLQ��-XO\������
3URMHFW�SDUDPHWHUVx $VVHW�VWUXFWXUH�� &RQVROLGDWHG�EDODQFH�VKHHWV�RI�����SULYDWH�LQYHVWPHQW�FRPSDQLHV��/DZ�����������DQG�RI�����RUJDQL]HG�SULYDWH�VHFWRU�FRPSDQLHV���/DZ�����������IURP�&$30$6��7KH�(FRQRPLF�&HQVXV�IRU�$5(����������)LQDQFLDO�6WDWLVWLFV�DQG�,QGLFDWRUV�IRU�3ULYDWH�,QYHVWPHQW�FRPSDQLHV�DQG�IRU�2UJDQL]HG�3ULYDWH�FRPSDQLHVx 'HEW�HTXLW\�UDWLR ,QWHUYLHZV�ZLWK�WD[�H[SHUWV
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$SSHQGL[�%0(75�6HQVLWLYLW\�$QDO\VLV
6HQVLWLYLW\�RI�0(75�(VWLPDWHV7KLV�VHFWLRQ�SURYLGHV�WKUHH�GLIIHUHQW�VHWV�RI�H[SHULPHQWV�WR�WHVW�WKH�VHQVLWLYLW\�RI�WKH�EDVH�FDVH�UHVXOWV�ZLWK�UHVSHFW�WR�FKDQJHV�LQ�QRQ �WD[�SDUDPHWHUV��7KHVH�SDUDPHWHUV�DUH�WKH�LQIODWLRQ�UDWH��LQWHUHVW�UDWHV�RQ�GHSRVLWV�DQG�WKH�EHIRUH �WD[�UDWH�RI�UHWXUQ��&KDQJHV�LQ�EHIRUH�WD[�UDWH�RI�UHWXUQ�DUH� � D� SUR[\� WR� FKDQJHV� LQ� WKH� GHJUHH� RI� ULVN� IDFLQJ� QHZ� LQYHVWPHQWV�� 7KH� UHVXOWV� DUH�VXPPDUL]HG�LQ�WKH�IROORZLQJ�WDEOHV ��
%����7KH (IIHFW�RI�,QIODWLRQ�RQ�2YHUDOO�0(75�=HUR�LQIODWLRQ �����,QIODWLRQ ���,QIODWLRQ0DQXIDFWXULQJ-RLQW�VWRFN ���� ���� ����2WKHU�FRUSRUDWH ���� ���� ����1RQ�FRUSRUDWH ���� ���� ����
6HUYLFHV-RLQW�VWRFN ���� ���� ����2WKHU�FRUSRUDWH ���� ���� ����1RQ�FRUSRUDWH ���� ���� ����
%����7KH�(IIHFW�RI�,QWHUHVW�5DWH�9DULDWLRQV�RQ�2YHUDOO�0(75���'HSRVLW�UDWH �����'HSRVLW�UDWH ���'HSRVLW�UDWH0DQXIDFWXULQJ-RLQW�VWRFN ���� ���� ����2WKHU�FRUSRUDWH ���� ���� ����1RQ�FRUSRUDWH ���� ���� ����
6HUYLFHV-RLQW�VWRFN ���� ���� ����2WKHU�FRUSRUDWH ���� ���� ����1RQ�FRUSRUDWH ���� ���� ����
%����7KH�(IIHFW�RI�5LVN�RQ�2YHUDOO�0(75����%7525� ����%7525 ����%75250DQXIDFWXULQJ-RLQW�VWRFN ���� ���� ����2WKHU�FRUSRUDWH ���� ���� ����1RQ�FRUSRUDWH ���� ���� ����
6HUYLFHV-RLQW�VWRFN ���� ���� ����2WKHU�FRUSRUDWH ���� ���� ����1RQ�FRUSRUDWH ���� ���� ����

$V� DQWLFLSDWHG�� KLJKHU� LQIODWLRQ� UDWHV� DUH� DVVRFLDWHG� ZLWK� KHDYLHU� WD[� EXUGHQ�� DV�UHIOHFWHG� E\� KLJKHU� 0(75V�� 7KLV� LV� SDUWO\� H[SODLQHG� E\� QRQ�LQGH[DWLRQ� RI�GHSUHFLDWLRQ�GHGXFWLRQV�DQG�RI�FDSLWDO�JDLQV��ZKLFK�OHDG�WR�RYHUHVWLPDWLRQ�RI�WD[DEOH�LQFRPH��WKXV�UDLVLQJ�WKH�HVWLPDWHG�0(75�ZLWK�KLJKHU�LQIODWLRQ��
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&KDQJHV� LQ� LQWHUHVW� UDWH� RQ� GHSRVLWV� GR� QRW� DIIHFW�0(75� VLJQLILFDQWO\� H[FHSW� LQ�FDVH�RI� MRLQW� VWRFN� FRPSDQLHV��:LWK�KLJKHU� LQWHUHVW� UDWH�RQ� GHSRVLWV��SDLG�XS�FDSLWDO�DOORZDQFH�JUDQWHG�RQO\� WR� MRLQW� VWRFN� FRPSDQLHV�EHFRPH�PRUH�YDOXDEOH� LQ� UHGXFLQJ�WD[�EXUGHQ�DQG�WKXV�0(75��2WKHU�IRUPV�RI�FRPSDQLHV�DUH�GHSULYHG�RI�WKLV�DOORZDQFH��0RUHRYHU�� WKHLU� JDLQV� IURP� KLJKHU� LQWHUHVW� LQFRPH� �IURP� GHSRVLWLQJ WKHLU� UHWDLQHG�HDUQLQJV�LQ�EDQNV��DUH�OLPLWHG�RU�HTXDO�WR�]HUR�IRU�FRUSRUDWH�DQG�QRQ�FRUSRUDWH�ILUPV��UHVSHFWLYHO\�� � 7KLV� LV� PDLQO\� GXH� WR� WKH� DVVXPSWLRQ� WKDW� FRUSRUDWH� ILUPV� UHWDLQ� ��SHUFHQW�RI� WKHLU�DIWHU�WD[�SURILWV��ZKLOH�QRQ�FRUSRUDWH� ILUPV�GLVWULEXWH�����SHUFHQW�RI�WKHLU�SURILWV��&KDQJHV� LQ� WKH� GHJUHH� RI� ULVN� KDYH� EHHQ� DVVXPHG� WR� DIIHFW� WKH� DQWLFLSDWHG�����EHIRUH�WD[� UDWH� RI� UHWXUQ� VXFK� WKDW� KLJKHU� ULVN�ZRXOG� EH� UHIOHFWHG� LQ� KLJKHU�0(75��7KLV� UHSUHVHQWDWLRQ� RI� ULVN� OHDGV� WR� D� GHFOLQH� LQ� 0(75V�� JLYHQ WKH� SUHYDLOLQJ� WD[�V\VWHP��1RWH�WKDW��DOWKRXJK�DVVXPHG�FKDQJHV�LQ�QRQ�WD[�SDUDPHWHUV�KDYH�DIIHFWHG�0(75V�HVWLPDWHV�VLJQLILFDQWO\�LQ�VRPH�FDVHV��E\�XS�WR�����SHUFHQW�ZKHQ�LQIODWLRQ�LV�DVVXPHG�WR� EH� �� SHUFHQW� DV� FRPSDUHG� WR� QR� LQIODWLRQ��� WKH� SUHYLRXVO\� GHULYHG� FRQFOXVLRQV�UHPDLQ�EDVLFDOO\�WKH�VDPH��7KH�EXUGHQ�RI�EXVLQHVV�LQFRPH�WD[DWLRQ�LQ�(J\SW�UHPDLQV�KLJKHU� WKDQ�ZKDW� LV�UHIOHFWHG�E\�VWDWXWRU\�EXVLQHVV� LQFRPH�WD[�UDWHV��,W� LV�DOVR�KLJKHU�WKDQ� WKH� FRUUHVSRQGLQJ� OHYHOV� LQ� /DWLQ� $PHULFDQ� FRXQWULHV� RI� FRPSDULVRQ�� 7KH� WD[�V\VWHP� FRQWLQXHV� WR� IDYRU� MRLQW� VWRFN� FRPSDQLHV� OLVWHG� RQ� WKH� VWRFN� H[FKDQJH� RYHU�RWKHU� ILUPV� XQGHU� RWKHU� OHJDO� IRUPV�� ,W� DOVR� FRQWLQXHV� WR� IDYRU� PDQXIDFWXULQJ� RYHU�VHUYLFHV��



(&(6�:3���.KHLU�(OGLQ��)DZ]\�	�5HIDDW��1RY�����

��

$SSHQGL[�&$GGLWLRQDO�0(75�&DOFXODWLRQV
7DEOH�&����$VVHW�6SHFLILF�0(75V�H[FOXVLYH�RI�,QGLUHFW�7D[DWLRQ����/DQG %XLOGLQJV 0DFKLQHU\�	(TXLSPHQW 9HKLFOHV
&RUSRUDWH�)LUPV0DQXIDFWXULQJ�-RLQW�VWRFN� ���� ���� ���� ����2WKHU�FRUSRUDWH ���� ���� ���� ����6HUYLFHV-RLQW�VWRFN� ���� ���� ����� ����2WKHU�FRUSRUDWH ���� ���� ���� ����
1RQ�FRUSRUDWH�ILUPV0DQXIDFWXULQJ ���� ���� ���� ����6HUYLFHV ���� ���� ���� ����

7DEOH�&����0(75�IRU�,QODQG�,QYHVWPHQWV�XQGHU�'LIIHUHQW�'XUDWLRQV�RI�7D[�+ROLGD\V����0(75��,QFOXVLYH�RI�GLUHFW�DQG�LQGLUHFW�WD[DWLRQ7D[�KROLGD\���\HDU ���\HDU0DQXIDFWXULQJ-RLQW�VWRFN ���� ����2WKHU�FRUSRUDWH ���� ����1RQ�FRUSRUDWH ���� ����
6HUYLFHV-RLQW�VWRFN ���� ����2WKHU�FRUSRUDWH ���� ����1RQ�FRUSRUDWH ���� �����2SHUDWLRQ�SHULRG�IRU�LQYHVWPHQW�LV����\HDUV�

7DEOH�&����0(75V�E\�6RXUFH�RI�)LQDQFH�XQGHU�/DZ�����������-RLQW�6WRFN 2WKHU�&RUSRUDWH 1RQ�&RUSRUDWH0DQXIDFWXULQJ$OO�HTXLW\ ���� ���� ����'HEW�HTXLW\���� ���� ���� ����
6HUYLFHV$OO�HTXLW\ ���� ���� �����'HEW�(TXLW\���� ���� ���� ����
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