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$EVWUDFW7KLV�SDSHU�DQDO\]HV�(J\SW¶V� WUDGH�SROLF\� UHIRUPV�VLQFH������ WR�HYDOXDWH� WKH�JHQHUDO�RSHQQHVV�RI�WKH�HFRQRP\��&KDQJHV�LQ�WDULIIV��DGGLWLRQDO�WD[HV�DQG�VXEVLGLHV��QRQ�WDULII�EDUULHUV� DQG� WKH� H[FKDQJH� UDWH� V\VWHP� DUH� VXUYH\HG� DV� LQGLFDWRUV� RI� OLEHUDOL]DWLRQ�WUHQGV�LQ�WKH�HFRQRP\��7KH�DQDO\VLV�H[WHQGV�EH\RQG�WKH�VWDWXV�TXR�DQG�FRQVLGHUV�WKH�IXWXUH�RI� WUDGH�OLEHUDOL]DWLRQ�LQ� OLJKW�RI�(J\SW¶V� LQYROYHPHQW� LQ�PXOWLODWHUDO�� UHJLRQDO�DQG�ELODWHUDO�WUDGH�DJUHHPHQWV�ZLWK�WKH�(XURSHDQ�8QLRQ��WKH�8QLWHG�6DWHV��(DVWHUQ�DQG�6RXWKHUQ� $IULFD�� DQG� $UDE� FRXQWULHV�� 7KH� SDSHU� LGHQWLILHV� WKH� FKDOOHQJHV� WR� IXWXUH�OLEHUDOL]DWLRQ� RI�(J\SW¶V� WUDGH�� LQFOXGLQJ� WKH� SURVSHFW� RI� VWURQJ� FRPSHWLWLRQ� DEURDG��6XEFRQWUDFWLQJ��PDLQWDLQLQJ�D� UHVSRQVLYH�H[FKDQJH� UDWH�� LPSURYLQJ� WKH� LQGLFDWRUV�RI�FRPSHWLWLYHQHVV�DUH�DPRQJ�WKH�UHFRPPHQGDWLRQV�IRU�LQFUHDVLQJ�(J\SW¶V�LQWHJUDWLRQ�LQ�JOREDO�WUDGH�
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,���,QWURGXFWLRQ�
$IWHU�GHFDGHV�RI�SURWHFWLRQLVW�WKHRULHV�DQG�LQGXVWULDOL]DWLRQ�SROLFLHV�EDVHG�RQ�LPSRUW�VXEVWLWXWLRQ��LQ�WKH�����V�� HFRQRPLVWV� EHJDQ� DGYRFDWLQJ� GHYHORSPHQW� VWUDWHJLHV� EDVHG� RQ� WUDGH� OLEHUDOL]DWLRQ� DQG� H[SRUW�SURPRWLRQ��7KH�GHEW�FULVLV�RI�������WKH�SRRU�SHUIRUPDQFH�RI�WKH�LQZDUG�RULHQWHG�HFRQRPLHV�FRPSDUHG�WR� WKH� RXWZDUG�RULHQWHG�� UDSLGO\�JURZLQJ� (DVW� $VLDQ� FRXQWULHV� DQG� WKH� FROODSVH� RI� WKH� FRPPXQLVW�V\VWHP�DOO�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�UHVKDSLQJ�SROLF\�YLHZV��(GZDUGV��������6LQFH�������WKH�SDFH�RI�JOREDO�WUDGH�LQ�JRRGV�DQG�VHUYLFHV�KDV�DFFHOHUDWHG�DQG�RXWSDFHG�WKH�H[SDQVLRQ�RI�WKH�ZRUOG�*'3��,Q�WKH�HDUO\� ����V�� WKH� HODVWLFLW\� RI� WUDGH� WR� *'3� MXPSHG� WR� DERYH� WZR� DQG� WKH� UDWLR� RI� H[SRUWV� WR� *'3�UHDFKHG��� SHUFHQW�LQ�������(XURSHDQ�&RPPLVVLRQ �������2Q�WKH�ZKROH��GHYHORSLQJ�FRXQWULHV�IROORZHG�WKLV�WUHQG��7KH\�KDYH�EHFRPH�PRUH�RSHQ� RYHU� WLPH�� DQG� IRU� PRVW� GHYHORSLQJ� FRXQWULHV�� WUDGH� OLEHUDOL]DWLRQ� KDV� EHHQ� D�JUDGXDO� SURFHVV�� ,W� XVXDOO\� EHJLQV� ZLWK� H[FKDQJH� FRQWUROV�� IROORZHG� E\� QRQWDULII�EDUULHUV� DQG� HYHQWXDOO\� WDULIIV� �$QGULDPDQDQMDUD� DQG� 1DVK� ������� ,Q� WKH� FDVH� RI�(J\SW��LW�ZDV�WKH�ILUVW�DPRQJ�WKH�0LGGOH�(DVWHUQ�DQG�$UDE�FRXQWULHV�WR�DGRSW�D�WUDGH�OLEHUDOL]DWLRQ� SROLF\� GXULQJ� WKH� ����V� �:LOVRQ� ������� %XW� KRZ� KDYH� OLEHUDOL]DWLRQ�WUHQGV�HYROYHG�LQ�WKH�(J\SWLDQ�HFRQRP\�VLQFH�WKHQ"7KLV�SDSHU�VXUYH\V�WKH�UHIRUPV�LQ�(J\SW¶V�PHUFKDQGLVH�WUDGH�SROLF\�VLQFH������WR�GDWH� WR� HYDOXDWH� WKHLU� LPSDFW� RQ� WKH� RSHQQHVV� RI� WKH� HFRQRP\�� 7KH� DQDO\VLV� DOVR�FRQVLGHUV� WKH� IXWXUH�SURVSHFWV� IRU� WUDGH� OLEHUDOL]DWLRQ� LQ�(J\SW� LQ� OLJKW�RI� LWV� FXUUHQW�DQG� IXWXUH� LQYROYHPHQW� LQ�PXOWLODWHUDO�� UHJLRQDO� DQG� ELODWHUDO� WUDGH� DJUHHPHQWV��7KH�XOWLPDWH� WR� � REMHFWLYH� LV� WR� LGHQWLI\� WKH� XSFRPLQJ� FKDOOHQJHV� (J\SW� ZLOO� IDFH� DV� LW�PRYHV�WRZDUGV�D�PRUH�OLEHUDO�IRUHLJQ�WUDGH�VHFWRU��7KLV�SDSHU� LV�RUJDQL]HG�DV�IROORZV��6HFWLRQ�,,�EULHIO\�RXWOLQHV� WKH�VDOLHQW�IHDWXUHV�RI�(J\SW¶V� IRUHLJQ� WUDGH� VHFWRU��6HFWLRQ� ,,,� WUDFHV� WKH�SURJUHVV�RI� WUDGH� OLEHUDOL]DWLRQ�DQG�RSHQQHVV�LQ�WKH�(J\SWLDQ�HFRQRP\�VLQFH�������6HFWLRQ�,9�GLVFXVVHV�WKH�IXWXUH�RI�WUDGH� OLEHUDOL]DWLRQ� LQ�(J\SW��6HFWLRQ�9�KLJKOLJKWV� WKH�IXWXUH�FKDOOHQJHV��DQG�6HFWLRQ�9,�FRQFOXGHV�
,,���7KH�0DLQ�)HDWXUHV�RI�(J\SW¶V�)RUHLJQ�7UDGH�6HFWRU(J\SW¶V�WUDGH�EDODQFH�KDV�EHHQ�FRQWLQXRXVO\�LQ�GHILFLW�WKURXJKRXW�WKH�ZKROH�SHULRG�RI�WKH� VWXG\�� IURP� ����� WR� ������ 7KH� JDS� EHWZHHQ� H[SRUWV� DQG� LPSRUWV� KDV� EHHQ�LQFUHDVLQJ� VLQFH� ����� DW� DQ� DYHUDJH� DQQXDO� JURZWK� UDWH� RI� �� SHUFHQW�� ,Q� ������ WKH�
� 7UDGH�OLEHUDOL]DWLRQ�LV�GHILQHG�DV�D�UHGXFWLRQ�LQ�WUDGH�UHVWULFWLRQV�DQG�DQ�LQFUHDVH�LQ�WKH�XVH�RI�SULFHV�LQVWHDG�RI�GLVFUHWLRQDU\�LQWHUYHQWLRQ��
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VKDUH� RI� WKH� WUDGH� GHILFLW� LQ�*'3�ZDV� �� SHUFHQW�� DQG� LW� KDV� UHPDLQHG� LQ� WKLV� UDQJH�VLQFH� WKH� EHJLQQLQJ� RI� WKH� (FRQRPLF� 5HIRUP� DQG� 6WUXFWXUDO� $GMXVWPHQW� 3URJUDP��(56$3��LQ������7KH GHYHORSPHQWV�LQ�(J\SW¶V�WUDGH�EDODQFH�KDYH�KDG�GLIIHUHQW�XQGHUO\LQJ�IDFWRUV�RYHU�WLPH��%HIRUH������� WKH� JDS� EHWZHHQ� H[SRUWV� DQG� LPSRUWV� ZLGHQHG� PDLQO\� GXH� WR� DQ� XSVXUJH� LQ� WKH� YROXPH� RI�LPSRUWV��HVSHFLDOO\�WKDW�RI�UDZ�PDWHULDOV�DQG�LQYHVWPHQW�JRRGV��7KLV�WUHQG�ZDV�UHLQIRUFHG�WRZDUGV�WKH�HQG�RI�WKH�VWXG\�SHULRG�E\�D�GHWHULRUDWLRQ�LQ�(J\SW¶V�WHUPV�RI�WUDGH��)LJXUH�����%HWZHHQ������DQG�������WKH� WUDGH�GHILFLW� IOXFWXDWHG��7KHVH� IOXFWXDWLRQV�ZHUH�FORVHO\� OLQNHG� WR� WKH�FKDQJHV� LQ� WKH�TXDQWLWLHV�RI�(J\SW¶V� H[SRUWV�� )URP������RQZDUGV�� WKH� GHILFLW� KDV� EHHQ� VWHDGLO\�H[SDQGLQJ�GXH� WR� LQFUHDVHV� LQ� WKH�TXDQWLWLHV� RI� LPSRUWV� WKDW� RXWZHLJK� WKH� LPSURYHPHQWV� (J\SW� KDV� ZLWQHVVHG� LQ� LWV� WHUPV� RI� WUDGH� IRU�VRPH�\HDUV��
)LJXUH�����([SRUWV�DQG�,PSRUWV�4XDQWLW\�,QGLFHV�DQG�7HUPVRI�7UDGH�������WR������
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���� ���� ���� ���� ���� ���� ���� ���� ���� ����,PSRUW�4XDQWLW\�,QGH[������� ([SRUW�4XDQWLW\�,QGH[�������������������7HUPV�RI�7UDGH
6RXUFH� &DOFXODWHG�IURP�&$30$6��)RUHLJQ�7UDGH�,QGLFHV��GLIIHUHQW�LVVXHV�

7KH� WUDGH�GHILFLW� LV�SUREOHPDWLF�QRW�RQO\�EHFDXVH� LW� LV�JURZLQJ��EXW�DOVR�EHFDXVH�WKH�ZD\�LW�LV�ILQDQFHG�HPERGLHV�ULVN��ZKLFK�FRXOG�KDYH�D�QHJDWLYH�LPSDFW�RQ�(J\SW¶V�EDODQFH� RI� SD\PHQW� DV� D� ZKROH�� $� FRQVLGHUDEOH� DPRXQW� RI� WKH� ILQDQFLQJ� LV� FORVHO\�UHODWHG� WR� IRUHLJQ� DLG� DQG� WR� RLO²PDLQO\� WKURXJK� WKH� IRUHLJQ� GLUHFW� LQYHVWPHQW�FRQFHQWUDWHG� LQ� WKH� RLO� VHFWRU� DQG� ZRUNHUV¶� UHPLWWDQFHV� WKDW� DUH� LQGH[HG� WR� WKH� RLO�UHYHQXHV�RI�WKH�*XOI�UHJLRQ��3HWUL��������$GG�WR�WKLV��WKDW�RLO�DQG�LWV�SURGXFWV�DFFRXQW�IRU�DERXW�KDOI�RI� WRWDO� H[SRUW� UHYHQXHV�� ,Q���������� WKH�RIILFLDO� WUDQVIHUV� UHSUHVHQWHG��� SHUFHQW�RI� WKH�WUDGH�GHILFLW�DQG�WKH�QHW�SULYDWH�WUDQVIHUV�IRUPHG�DQRWKHU�� SHUFHQW��
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([SRUW� FRYHUDJH� RI� LPSRUWV�ZDV� RQO\� �� SHUFHQW�ZLWK� SHWUROHXP� H[SRUWV� DFFRXQWLQJ�IRU��� SHUFHQW�RI�WKH�WRWDO�PHUFKDQGLVH�H[SRUWV��(J\SW¶V� H[SRUWV� UHPDLQHG� FRQFHQWUDWHG� LQ� D� KDQGIXO� RI� FDWHJRULHV� IRU� WKH�ZKROH�SHULRG� RI� WKH� VWXG\�� 7KH� PRVW� LPSRUWDQW� H[SRUW� FDWHJRU\� ZDV� PLQHUDO� SURGXFWV��DFFRXQWLQJ�IRU��� SHUFHQW�RI�WRWDO�(J\SWLDQ�H[SRUWV�LQ������DQG��� SHUFHQW�RI�H[SRUWV�LQ�������7KH� VHFRQG�PRVW� LPSRUWDQW� H[SRUW�ZDV� WH[WLOHV� DQG� FORWKLQJ� ��� SHUFHQW� LQ������DQG��� SHUFHQW�LQ��������IROORZHG�E\�YHJHWDEOH�SURGXFWV��� SHUFHQW�LQ������DQG��� SHUFHQW� LQ��������EDVH�PHWDOV�DQG�UHODWHG�SURGXFWV��� SHUFHQW DQG�� SHUFHQW�LQ�WKH�WZR� UHVSHFWLYH� \HDUV��� DQG� FKHPLFDO� SURGXFWV� �� SHUFHQW� LQ� ����� DQG� � SHUFHQW� LQ�������� :LWKLQ� WKHVH� H[SRUW� FDWHJRULHV�� WKH� LPSRUWDQFH� RI� VRPH� SURGXFWV� LQFUHDVHG�ZKLOH�WKDW�RI�RWKHUV�GHFUHDVHG�� 7KHVH�FKDQJHV�WUDQVODWHG WR�DQ�LQFUHDVH�LQ�WKH�VKDUH�RI�PDQXIDFWXUHG�JRRGV� LQ� WRWDO�(J\SWLDQ�H[SRUWV� IURP��� SHUFHQW� LQ������ WR��� SHUFHQW�LQ������ZLWK�ZRYHQ�FRWWRQ�� FRWWRQ�\DUQ��DOXPLQXP� LQJRWV�� DQG�EOHDFKHG� ULFH�RQ� WKH�WRS� RI� WKH� OLVW�� 1HYHUWKHOHVV�� WKH� SHUIRUPDQFH� RI�PDQXIDFWXUHG� H[SRUWV� DQG� (J\SW¶V�PHUFKDQGLVH�H[SRUWV�LQ�JHQHUDO��KDYH�EHHQ�GLVDSSRLQWLQJ�HVSHFLDOO\�ZKHQ�FRPSDUHG�WR�&KLQD�� 6RXWKHDVW� $VLDQ� FRXQWULHV� DQG� WKH� &HQWUDO� DQG� (DVWHUQ� (XURSHDQ� FRXQWULHV��6DFKV��������(J\SW¶V�LPSRUWV�DUH�PRUH�GLYHUVLILHG�WKDQ�LWV�H[SRUWV��,Q��������� SHUFHQW�RI�WRWDO�LPSRUWV�ZHUH�FRQFHQWUDWHG�LQ����SURGXFW�FDWHJRULHV��ZKLOH��� SHUFHQW�RI�WRWDO�H[SRUWV�ZHUH�FRQFHQWUDWHG�LQ�RQO\�ILYH�SURGXFW�FDWHJRULHV��0DFKLQHU\�DQG�YHJHWDEOH�SURGXFWV�UHPDLQHG� WKH� PRVW� LPSRUWDQW� LPSRUWV� EHWZHHQ� ����� DQG� ������ 6RPH� LPSRUW�FDWHJRULHV��DV�PHDVXUHG�E\�WKHLU�VKDUH�RI�WRWDO�LPSRUWV��GHFOLQHG�VLJQLILFDQWO\��VXFK�DV�YHKLFOHV� �IURP� �� SHUFHQW� LQ� ����� WR� � SHUFHQW� LQ� ������� PLQHUDO� SURGXFWV� �IURP�� SHUFHQW� WR� �� SHUFHQW�� DQG� OLYLQJ� DQLPDOV� DQG� UHODWHG� SURGXFWV� �IURP� � SHUFHQW� WR�� SHUFHQW���7KH�VKDUH�RI�RWKHU�LPSRUW�FDWHJRULHV�LQ�WRWDO�LPSRUWV�LQFUHDVHG��LQFOXGLQJ��SDSHU�� SDSHU�PDNLQJ� PDWHULDOV� DQG� UHODWHG� DUWLFOHV� �IURP� � SHUFHQW� WR� � SHUFHQW���DUWLILFLDO� UHVLQV��SODVWLF�PDWHULDOV�� FHOOXORVH�DQG�UXEEHU� �IURP�� SHUFHQW WR�� SHUFHQW���DQG� IDWV�� RLO� DQG� UHODWHG� SURGXFWV� �� SHUFHQW� WR� �� SHUFHQW��� 7KH� UHPDLQLQJ� LPSRUW�FDWHJRULHV�PDLQWDLQHG�WKHLU�LPSRUWDQFH�RYHU�WLPH�
� 7KHUH� ZDV� DQ� LQFUHDVH� LQ� WKH� VLJQLILFDQFH� RI� UHILQHG� SHWUROHXP� LQ� WKH� PLQHUDOV� FDWHJRU\� �IURP� ��SHUFHQW�RI�PLQHUDO�H[SRUWV�LQ������WR����SHUFHQW�LQ�������DW�WKH�H[SHQVH�RI�FUXGH�SHWUROHXP�����SHUFHQW�WR� ��� SHUFHQW��� ,Q� ������ UDZ� FRWWRQ� DFFRXQWHG� IRU� QR� PRUH� WKDQ� ��� SHUFHQW� RI� WKH� WH[WLOH� H[SRUWV�FRPSDUHG�WR����SHUFHQW�LQ�������ZKHUHDV�UHDG\PDGH�JDUPHQWV�DQG�QRQ�FRWWRQ�WH[WLOH�H[SRUWV�LQFUHDVHG�RYHU�WLPH��$OXPLQXP�EDUV��ZKLFK�UHSUHVHQWHG�DERXW����SHUFHQW�RI�WRWDO�EDVH�PHWDO�H[SRUWV��DFFRXQWHG�RQO\�IRU���SHUFHQW�LQ������
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7KH�GLUHFWLRQ�RI�(J\SW¶V�WUDGH�FKDQJHG�VLJQLILFDQWO\�RYHU�WKH�SDVW����\HDUV��:KLOH�WKH�VKDUH�RI�H[SRUWV�WR�WKH�8QLWHG�6WDWHV�TXDGUXSOHG�EHWZHHQ������DQG�������WKH�VKDUH�RI�H[SRUWV�WR�WKH�(DVWHUQ�%ORF�GHFOLQHG��DV�GLG�WKH�LPSRUWV�IURP�WKLV�UHJLRQ��&XUUHQWO\��(J\SW¶V� PDMRU� WUDGLQJ� SDUWQHUV� DUH� WKH� (XURSHDQ� 8QLRQ� DQG� WKH� 8QLWHG� 6WDWHV�� ,Q���������� WKH\� DEVRUEHG� �� SHUFHQW� RI� (J\SW¶V� H[SRUWV� DQG� VXSSOLHG� (J\SW� ZLWK��� SHUFHQW� RI� LWV� LPSRUW� QHHGV�� (J\SW¶V� WUDGH�ZLWK� WKH�$UDE� FRXQWULHV� LV� E\� IDU� OHVV�VLJQLILFDQW�� ,Q� WKH� VDPH� \HDU�� RQO\� �� SHUFHQW� RI� (J\SW¶V� H[SRUWV� ZHUH� GHVWLQHG� IRU�$UDE�FRXQWULHV��DQG�RQO\�� SHUFHQW�RI�(J\SW¶V�LPSRUWV�FDPH�IURP�WKHUH��7DEOH�����
7DEOH������'LVWULEXWLRQ�RI�(J\SW¶V�([SRUWV��,PSRUWV�DQG�7UDGH�'HILFLW�E\�7UDGLQJ�3DUWQHU���������DQG����������SHUFHQW� ([SRUWV ,PSRUWV 7UDGH�'HILFLW������� ������� ������� ������� ������� �������(XURSHDQ�8QLRQ �� �� �� �� ��� ���8QLWHG�6WDWHV � �� �� �� ��� ���$UDE�&RXQWULHV �� �� � � � ��2WKHU�$IULFDQ�DQG�$VLDQ�&RXQWULHV� �� �� �� �� ��� ���2WKHUV �� � �� �� ��� ���6RXUFH� &HQWUDO�%DQN�RI�(J\SW��(FRQRPLF�5HYLHZ��GLIIHUHQW�LVVXHV�
,,,���&KDQJHV�LQ�(J\SW¶V�7UDGH�3ROLF\�DQG�WKH�,PSDFW�RQ�7UDGH�2SHQQHVV(J\SW� EHJDQ� WKH� ����V� ZLWK� D� PXFK� OHVV� UHVWULFWLYH� WUDGH� UHJLPH� FRPSDUHG� WR� WKH�SHULRG�IURP������WR������GXH�WR�WKH�WUDGH�OLEHUDOL]DWLRQ�SROLFLHV�LPSOHPHQWHG�LQ�WKH�PLG���V�� /LEHUDOL]DWLRQ� PHDVXUHV� LQFOXGHG� HOLPLQDWLQJ� WKH� VWDWH� PRQRSRO\� RQ�LPSRUWDWLRQ��E\�YLUWXH�RI�WKH�([SRUW�,PSRUW�/DZ�1R������������LQWURGXFLQJ�WKH�2ZQ�,PSRUW� 6\VWHP�� SKDVLQJ� RXW� ELODWHUDO� WUDGH� DJUHHPHQWV� DQG� FUHDWLQJ� IUHH� WUDGH� ]RQHV��:LOVRQ��������7KHVH� PHDVXUHV� IRFXVHG� PDLQO\� RQ� OLEHUDOL]LQJ� SD\PHQWV� UDWKHU� WKDQ� UHGXFLQJ�WDULIIV�DQG�QRQWDULII�EDUULHUV� WR� WUDGH��7KLV� LV�ZK\��DW� WKH�EHJLQQLQJ RI�WKH�����V��WKH�WDULII� UDWHV� ZHUH� KLJK� DQG� QRQWDULII� EDUULHUV� ZHUH� XVHG� H[WHQVLYHO\�� 7KH� GLVWRUWLYH�HIIHFWV�RI� WKH� WUDGH�SROLF\�ZHUH� IXUWKHU�DJJUDYDWHG�E\� WKH�SUHYDOHQFH�RI� WKH�PXOWLSOH�H[FKDQJH� UDWH��%XW� KRZ�GLG� WUDGH� UHIRUP�SURFHHG� GXULQJ� WKH� IROORZLQJ�\HDUV"�+DYH�WKHUH�EHHQ� VLJQLILFDQW� VKLIWV� LQ� WKH� WUDGH� OLEHUDOL]DWLRQ� WUHQGV"�+DYH� WKH� WUDGH�SROLF\�UHIRUPV� OHG� WR� JUHDWHU� RU� OHVV� RSHQQHVV� RI� WKH� (J\SWLDQ� HFRQRP\"� 7KLV� VHFWLRQ�
� $FFRUGLQJ� WR� WKH� 2ZQ� ,PSRUW� 6\VWHP�� WKH� SULYDWH� VHFWRU� LV� DOORZHG� WR� XVH� LWV� IRUHLJQ� H[FKDQJH�HDUQLQJV�WR�ILQDQFH�LPSRUW�SXUFKDVHV�� 2YHU� WKH�SHULRG������ WR������� WKH�XQZHLJKWHG�DYHUDJH�0RVW�)DYRUHG�1DWLRQ��0)1��WDULII� LQ�(J\SW�ZDV������SHUFHQW� FRPSDUHG�ZLWK������SHUFHQW� LQ�/DWLQ�$PHULFD�������SHUFHQW� LQ� WKH�0LGGOH�(DVW�DQG�1RUWK� $IULFD�� DQG� ����� SHUFHQW� LQ� (DVW�$VLD�� %HWZHHQ� ����� DQG� ������ WKH� SHUFHQWDJH� RI� WDULII� OLQHV�



(&(6�:3����5HIDDW�����

�

DWWHPSWV� WR� DQVZHU� WKHVH� TXHVWLRQV�� )LUVW�� WKH� DQDO\VLV� IRFXVHV� RQ� WKH� FKDQJHV� WKDW�RFFXUUHG� LQ� WKH�PDLQ� WUDGH SROLF\� LQVWUXPHQWV�RYHU� WKH�SHULRG�RI� WKH� VWXG\�DQG� WKHQ�WUDFHV�WKH�LPSDFW�RI�WKHVH�FKDQJHV�RQ�WUDGH�RSHQQHVV�
7UDGH�/LEHUDOL]DWLRQ�7UHQGV��&KDQJHV�LQ�7UDGH�3ROLF\�,QVWUXPHQWV,Q� JHQHUDO�� WKHUH� DUH� WKUHH� PDLQ� LQGLFDWRUV� RI� FKDQJH� WRZDUGV� WUDGH� OLEHUDOL]DWLRQ��FKDQJHV�LQ�WDULIIV�DQG�DGGLWLRQDO�WD[HV�DQG�VXEVLGLHV��FKDQJHV�LQ�WKH�QRQWDULII�EDUULHUV��17%V��WR�WUDGH��DQG�FKDQJHV�LQ�WKH�H[FKDQJH�UDWH�V\VWHP��/RZHULQJ�WKH�DYHUDJH�OHYHO�DQG� GLVSHUVLRQ� RI� UDWHV� RI� SURWHFWLRQ� DQG� UHGXFLQJ� WKH� FRYHUDJH� DQG� OHYHO� RI�17%V�OHDG�WR�PRUH�OLEHUDOL]DWLRQ��$�VKLIW�IURP�PXOWLSOH�H[FKDQJH�UDWHV�WR�D�XQLIRUP�UDWH�DQG�D� UHDO� GHYDOXDWLRQ� DOVR� FRQVWLWXWH� D� VWHS� WRZDUGV� OLEHUDOL]DWLRQ�� 8QLILFDWLRQ� RI� WKHH[FKDQJH� UDWH� UHPRYHV� GLVFULPLQDWLRQ� EHWZHHQ� WUDGDEOH� DFWLYLWLHV�� DQG� GHYDOXDWLRQ�UHGXFHV�WKH�SUHVVXUH�RI�TXDQWLWDWLYH�UHVWULFWLRQV�RQ�UDWLRQLQJ�LPSRUWV�DQG�UHGXFHV�DQWL�H[SRUW�ELDV��3DSDJHRUJLRX�HW�DO���������7KH�FKDQJHV�LQ�HDFK�RI� WKHVH�LQGLFDWRUV�DUH�GLVFXVVHG�LQ�GHWDLO�QH[W��,W�VKRXOG�EH�QRWHG�WKDW�WKHVH�FKDQJHV�EHJDQ�ZLWK�WKH�WDULII�UHIRUPV�LQ�$XJXVW������DQG�FRQWLQXHG�ZLWK� WKH� DQQRXQFHPHQW� RI� WKH� (56$3�� 7KH� ODWWHU� LQFOXGHG� D� WUDGH� OLEHUDOL]DWLRQ�FRPSRQHQW� WKDW� DLPHG� DW� FKDQJLQJ� (J\SW¶V� LQZDUG�RULHQWHG�� LPSRUW�VXEVWLWXWLRQ�VWUDWHJ\�RI�WKH�SDVW�GHFDGHV��
&KDQJHV�LQ�7DULIIV��7D[HV�DQG�6XEVLGLHV���7DULII�EDVHG�3URWHFWLRQ�2YHU� WKH� SHULRG� RI� WKLV� VWXG\�� WDULIIV� KDYH� XQGHUJRQH� VHYHUDO� FKDQJHV� WKDW�FRQVWLWXWH�D�FOHDU�PRYH�WRZDUGV�OLEHUDOL]DWLRQ�DQG�WKH�EHJLQQLQJ�RI�DQ�HIILFLHQW�XVH�RI�WDULIIV�DV�D�SROLF\�LQVWUXPHQW��)LUVW��WKH�DYHUDJHV�RI�ERWK�WKH�QRPLQDO�HIIHFWLYH�UDWH�RI�SURWHFWLRQ� �153��DQG�HIIHFWLYH� UDWHV�RI�SURWHFWLRQ��(53� KDYH�GHFOLQHG�RYHU� WLPH�DV�VKRZQ�LQ�7DEOH���EHORZ�� 7KH�FROOHFWLRQ�UDWH²WKH�UDWLR�RI�LPSRUW�GXWLHV�FROOHFWHG�WR�WKH�YDOXH�RI�LPSRUWV²KDV�DOVR�EHHQ�VWHDGLO\�GHFOLQLQJ�IURP��� SHUFHQW�LQ���������WR��� SHUFHQW�LQ���������DQG�IXUWKHU�WR�DOPRVW��� SHUFHQW�LQ����������,W�LV�H[SHFWHG�WKDW�WKH� FROOHFWLRQ� UDWH� ZLOO� FRQWLQXH� WR� GHFUHDVH� LQ� WKH� IXWXUH� WR� UHDFK� �� SHUFHQW� LQ����������,QWHUQDWLRQDO�0RQHWDU\�)XQG�����E���
DIIHFWHG�E\�QRQWDULII�EDUULHUV� LQ�(J\SW�ZDV����SHUFHQW� FRPSDUHG�ZLWK������SHUFHQW� LQ�/DWLQ�$PHULFD�������SHUFHQW�LQ�WKH�0LGGOH (DVW�DQG�1RUWK�$IULFD��DQG����SHUFHQW�LQ�(DVW�$VLD�� (53� WDNHV� LQWR� FRQVLGHUDWLRQ� WDULIIV� RQ� LQSXWV� DQG� RXWSXW�� ,W� PD\� EH� GHILQHG� DV� WKH� H[FHVV� RI� WKH�GRPHVWLF�YDOXH�DGGHG��YDOXH�DGGHG�XQGHU� WKH�SUHYDLOLQJ� WDULII�VWUXFWXUH��RYHU�WKH�LQWHUQDWLRQDO�PDUNHW�YDOXH� DGGHG� �YDOXH� DGGHG� LQ� DEVHQFH� RI� QRPLQDO� SURWHFWLRQ��� ,W� WKXV� UHYHDOV� WKH� LQFHQWLYH� VWUXFWXUH�SUHYDLOLQJ�LQ�WKH�HFRQRP\�GXH�WR�GRPHVWLF�SROLFLHV��
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6HFRQG�� WKH� WDULII� GLVSHUVLRQ�� DV� PHDVXUHG� E\� WKH� UDQJH� RI� QRPLQDO� WDULIIV� DQG� WKH� VWDQGDUG�GHYLDWLRQ� RI� WKH� 153� DQG� (53�� KDV� EHHQ� GHFUHDVLQJ�� 7KH� PD[LPXP� WDULII� UDWH� GHFOLQHG� IURP���� SHUFHQW�LQ������WR���� SHUFHQW�LQ��������� SHUFHQW�LQ��������� SHUFHQW�LQ��������� SHUFHQW�LQ�������DQG�IXUWKHU�WR��� SHUFHQW�LQ�������7KH�VWDQGDUG�GHYLDWLRQ�RI�WKH�WDULIIV�KDV�DOVR�GHFOLQHG��7DEOH�����<HW��WKH� H[LVWLQJ� SDWWHUQ� RI� SURWHFWLRQ� GLVFULPLQDWHV� DJDLQVW� DFWLYLWLHV� ZLWK� D� FRPSDUDWLYH� DGYDQWDJH�� 7KH�UDQN�FRUUHODWLRQ�FRHIILFLHQWV�EHWZHHQ�GRPHVWLF�UHVRXUFH�FRVW��'5&��DQG�EHWZHHQ�WKH�153�DQG�(53�LQ������ZHUH�HVWLPDWHG�DW������DQG������� UHVSHFWLYHO\� �1DWKDQ�$VVRFLDWHV�������� ,QHIILFLHQW�VHFWRUV� WKDW�DUH�IDYRUHG�LQFOXGH�EHYHUDJHV��IXUQLWXUH�DQG�PHDQV�RI�WUDQVSRUWDWLRQ��ZKLOH�HIILFLHQW�VHFWRUV�WKDW�DUH�QRW�IDYRUHG� LQFOXGH� FRWWRQ� JLQQLQJ�� 7KLV� SDWWHUQ� RI� SURWHFWLRQ� KDV� KDG� LWV� LPSDFW� RQ� UHVRXUFH� DOORFDWLRQ�ZLWKLQ�WKH�(J\SWLDQ�HFRQRP\��7KH�PRVW�VWULNLQJ�H[DPSOH�LV�WKH�FRWWRQ�DQG�JLQQLQJ�LQGXVWU\�WKDW�KDV�D�FRPSDUDWLYH�DGYDQWDJH�EXW�LV�HIIHFWLYHO\�QHJDWLYHO\�SURWHFWHG��'LVFULPLQDWLRQ�DJDLQVW�WKLV�LQGXVWU\�ZDV�DVVRFLDWHG� ZLWK� D� �� SHUFHQW� GHFOLQH� LQ� LWV� VKDUH� RI� WRWDO� LQGXVWULDO� RXWSXW� IURP� WKH� HDUO\� ����V� WR����������

7DEOH���� 1RPLQDO�DQG�(IIHFWLYH�3URWHFWLRQ��SHUFHQW�1RPLQDO (IIHFWLYH����
 ���� ���� ���� ���� ���� ���� ����$JULFXOWXUDO�IRRG�SURGXFWV ���� ��� ��� ��� ���� ��� ��� ���$JULFXOWXUDO�QRQ�IRRG�SURGXFWV ��� ���� ��� ��� ��� ���� ��� ���/LYHVWRFN�SURGXFWV ���� ��� ��� ��� ����� ��� ��� ���)RRG�SURFHVVLQJ ��� ��� ��� ��� ���� ��� ��� ���&RWWRQ�JLQQLQJ � ��� ��� ��� ����� ����� ����� �����6SLQQLQJ�DQG�ZHDYLQJ ���� ���� ���� ���� ����� ���� ���� ����5HDG\PDGH�JDUPHQWV ����� ���� ���� ���� ����� ���� ���� ����/HDWKHU�DQG�OHDWKHU�SURGXFWV��H[FO��IRRWZHDU� ���� ���� ���� ���� ���� ���� ���� ����)RRWZHDU ���� ���� ���� ���� ����� ���� ���� ����:RRG�DQG�ZRRG�SURGXFWV��H[FO��IXUQLWXUH� ���� ���� ��� ��� ���� ��� ��� ���)XUQLWXUH ����� ���� ���� ���� ����� ����� ���� ����3DSHU�DQG�SULQWLQJ ���� ���� ���� ���� ���� ���� ���� ����&KHPLFDOV ���� ���� ���� ���� ���� ��� ��� ���5XEEHU��SODVWLF�DQG�UHODWHG�SURGXFWV ���� ���� ���� ���� ����� ���� ���� ����3RUFHODLQ��FKLQD�DQG�FHUDPLFV ���� ���� ���� ���� ����� ���� ���� ����*ODVV�SURGXFWV ���� ���� ���� ���� ���� ���� ���� ����1RQ�PHWDO�SURGXFWV ��� ���� ���� ���� ��� ���� ���� ����
� 7DULII� GLVSHUVLRQ� LQ� (J\SW� VWHPV� IURP� WKH� HVFDODWLQJ� QDWXUH� RI� LWV� WDULII� VWUXFWXUH��$� GHFOLQH� LQ� WKLV�GLVSHUVLRQ�LV�D�IDYRUDEOH�GHYHORSPHQW�JLYHQ�WKDW�D�QRQ�XQLIRUP�WDULII�VWUXFWXUH�GLVWRUWV�SURGXFWLRQ�DQG�LQYHVWPHQW�LQFHQWLYHV�E\�PDNLQJ�VRPH�VHFWRUV�PRUH�DWWUDFWLYH�WKDQ�RWKHUV�
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6WHDO��LURQ�DQG�PHWDO�SURGXFWV ���� ���� ���� ���� ����� ���� ���� ����0DFKLQHU\�DQG�HTXLSPHQW ���� ���� ���� ���� ���� ���� ���� ����0HDQV�RI�WUDQVSRUWDWLRQ� ���� ���� ���� ���� ����� ���� ���� ����8QZHLJKWHG�DYHUDJH ���� ���� ���� ���� ����� ���� ���� ����6WDQGDUG�GHYLDWLRQ ���� ���� ���� ���� ����� ���� ���� ����
�$IWHU�$XJXVW������WDULII�UHYLVLRQV��*HQHUDO�1RWHV��� &DOFXODWLRQV� IRU������DUH�EDVHG�RQ� WKH��������� LQSXW�RXWSXW� WDEOHV�� WKH�UHVW�DUH�EDVHG�RQ� WKH��������� LQSXW�RXWSXW� WDEOHV�� ,W� VKRXOG� EH� QRWHG� WKDW� WKH� ����� (53� HVWLPDWHV� DUH� OHVV� UHOLDEOH� WKDQ� WKH� ����V (53� HVWLPDWHV�EHFDXVH� FDOFXODWLRQV� RI�(53� LJQRUH� WKH� HIIHFW� RI� SULFH� FRQWUROV�� LQGLUHFW� WD[HV� DQG� VXEVLGLHV��PXOWLSOH� H[FKDQJH�UDWHV�DQG�RYHUYDOXDWLRQ�WKDW�ZHUH�PRUH�VHYHUH�LQ�WKH�����V�FRPSDUHG�WR�WKH�����V���� ,QGXVWULHV�ZLWK�D�KLJK�SRVLWLYH�(53�RU�EHORZ����� SHUFHQW�ZLOO�DWWUDFW� UHVRXUFHV� WR�WKHP��7KRVH�ZLWK�DQ�(53�EHWZHHQ������SHUFHQW�DQG�]HUR�VTXHH]H�RXW�UHVRXUFHV��
6RXUFH��)RU������������DQG�������.KHLU�(O�'LQ��+DQDD���������³(IIHFWLYH�3URWHFWLRQ�LQ�(J\SW�'XH�WR�WKH�7DULII�6WUXFWXUHV�LQ������DQG������&RPSDUHG�WR������´�D�VWXG\�SUHSDUHG�IRU�86$,'�'(35$��IRU�������.KHLU�(O�'LQ��+DQDD� �������� ³(YDOXDWLRQ�RI�3URWHFWLRQ�DQG�$QWL�H[SRUW�%LDV� LQ� WKH������&XVWRPV�7DULIIV� LQ�(J\SW�´�/¶(J\SWH�&RQWHPSRUDLQH��1R������

7KLUG��WKH�H[WHQW�RI�WKH�HFRQRP\�ZLGH�ELDV�DJDLQVW�H[SRUWV�GHFUHDVHG�RYHU�WKH�SDVW�IHZ� \HDUV� IURP� ���� SHUFHQW� LQ� ����� WR� ���� SHUFHQW� LQ� ����� �7DEOH� ���� $W� WKH�GLVDJJUHJDWH�OHYHO��WKH�ELDV�GHFUHDVHG�LQ�DOO�HFRQRPLF�DFWLYLWLHV�H[FHSW�FRWWRQ�JLQQLQJ�ZKHUH�LW�UHPDLQHG�DOPRVW�FRQVWDQW��DQG�SDSHU�DQG�SULQWLQJ�DQG�OLYHVWRFN��ZKHUH�WKHUH�ZDV�D�VOLJKW�LQFUHDVH�LQ�WKH�ELDV�DJDLQVW�WKHLU�SRWHQWLDO�H[SRUWV��
7DEOH�����&KDQJHV�LQ�7DULII�LQGXFHG�%LDV�DJDLQVW�([SRUWV��SHUFHQW����� ����$JULFXOWXUDO�IRRG�SURGXFWV ���� ����$JULFXOWXUDO�QRQ�IRRG�SURGXFWV ����� ����/LYHVWRFN ���� ����)RRG�SURFHVVLQJ ���� ����&RWWRQ�JLQQLQJ ���� ����6SLQQLQJ�DQG�ZHDYLQJ ����� �����5HDG\PDGH�JDUPHQWV ����� �����/HDWKHU�3URGXFWV��H[FO��IRRWZHDU� ����� �����)RRWZHDU ����� �����
� ([SRUW�ELDV��%[�� DJDLQVW� DFWLYLW\ M�� L�H��� �%[M��RFFXUV�ZKHQ�GRPHVWLF�SULFHV�H[FHHG�H[SRUW�SULFHV� WKXV�PDNLQJ�SURGXFWLRQ�IRU�GRPHVWLF�PDUNHW�PRUH�SURILWDEOH��7KLV�LV�FDOFXODWHG�DV�

%[M  �® �� �� WMVM � �¾ u �����
ZKHUH WM  �QRPLQDO�WDULII�UDWH�RQ�DFWLYLW\�M��DQG�VM� �H[SRUW�VXEVLG\�UDWH�RU�WKH�GXW\�GUDZEDFN�SHU��(�RI�H[SRUWV�DQG�LV�FDOFXODWHG�DV�W PL LML u¦ ��WKH�WHFKQLFDO�FRHIILFLHQW�RI�LPSRUWHG�FRPPRGLW\�L SHU�XQLW�YDOXH�RI�DFWLYLW\�M�
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:RRG�SURGXFWV��H[FO��IXUQLWXUH� ���� ����)XUQLWXUH ����� �����3DSHU�DQG�SULQWLQJ ���� ����&KHPLFDO�SURGXFWV��H[FO��RLO�UHILQLQJ� ���� ����5XEEHU�DQG�SODVWLF�SURGXFWV ����� �����3RUFHODLQ�SURGXFWV ����� �����*ODVV�SURGXFWV ����� �����1RQ�PHWDOOLF�SURGXFWV ����� �����0HWDOV�DQG�LURQ�SURGXFWV ����� �����0DFKLQHU\�DQG�HTXLSPHQW ����� ����0HDQV�RI�7UDQVSRUWDWLRQ� ����� �����8QZHLJKWHG�DYHUDJH ����� �����6RXUFH� DXWKRU¶V�FDOFXODWLRQ�

'HVSLWH�WKHVH�WDULII�UHIRUPV��PRUH�QHHGV�WR�EH�GRQH��(J\SW¶V�WDULII�UDWHV�DUH�VWLOO�DERYH�WKH�DYHUDJH�WDULIIV�SUHYDLOLQJ�LQ�PDQ\�RWKHU�UHJLRQV��,Q�������WKH�ZHLJKWHG�DYHUDJH�WDULII�LQ�(J\SW���� SHUFHQW��ZDV�ZHOO�DERYH�WKDW�RI�(DVW�$VLD���� SHUFHQW���&HQWUDO�(XURSH��� SHUFHQW���/DWLQ�$PHULFD���� SHUFHQW���6XE�6DKDUDQ�$IULFD���� SHUFHQW���DQG�WKH�DYHUDJH�IRU�GHYHORSLQJ�FRXQWULHV���� SHUFHQW���$ORQVR�*DPR�HW�DO���������$OVR�� WKH� VWDQGDUG�GHYLDWLRQ�RI�(J\SW¶V� WDULIIV� LV� VXEVWDQWLDOO\�KLJKHU� WKDQ� WKDW�RI� DOO� FRXQWULHV�UHSUHVHQWHG�LQ�WKH�:RUOG�%DQN�ZLWK�RQO\�D�IHZ�H[FHSWLRQV��1DWKDQ�$VVRFLDWHV�����������$GGLWLRQDO�7D[HV�DQG�)HHV(J\SW¶V� /DZ� 1R�� ��� RI� ����� HOLPLQDWHG� D� VHULHV� RI� WD[HV� DQG� IHHV� WKDW� ZHUH�IRUPDOO\�OHYLHG�RQ�LPSRUWV�VXFK�DV� WKH�VWDWLVWLFDO�GXW\��VXEVLG\�WD[��PDULQH�GXW\��DQG�PXQLFLSDO� WD[��&XUUHQWO\�� WKH�(J\SWLDQ�&XVWRPV�$XWKRULW\�OHYLHV�D���WR�� SHUFHQW�IHH�RQ�LPSRUWV�GHSHQGLQJ�RQ�WKH�WDULII�DSSOLHG��,WHPV�ZLWK�WDULIIV�OHVV�WKDQ��� SHUFHQW�DUH�VXEMHFW� WR�VHUYLFH�IHHV�RI�� SHUFHQW��DQG�LWHPV�VXEMHFW�WR�WDULIIV�PRUH�WKDQ��� SHUFHQW�SD\� D� VHUYLFH� IHH� RI� � SHUFHQW�� $� VDOHV� WD[� RI� �� WR� �� SHUFHQW� LV� DGGHG� WR� WKH� ILQDO�FXVWRPV�YDOXH�RI�LPSRUWV��8�6��'HSW��RI�6WDWH�����������,Q� WHUPV� RI� H[SRUWV�� WKH�(J\SWLDQ� JRYHUQPHQW� OHYLHV� FKDUJHV�RQ� H[SRUWV� WKDW� DUH�VXEMHFW� WR� TXDOLW\� LQVSHFWLRQ�� ([DPSOHV� RI� WKHVH� JRRGV� DUH� FLWUXV� IUXLWV�� MXLFHV� DQG�YHJHWDEOHV�� $OO� H[SRUW� WD[HV� ZHUH� HOLPLQDWHG� LQ� ODWH� ����� �,QWHUQDWLRQDO� 0RQHWDU\�)XQG�����D��
���&KDQJHV�LQ�WKH�17%V7KH� LPSRUWDQFH� RI� WKH� GLIIHUHQW� IRUPV� RI� 17%V� LQ� (J\SW� KDV� YDULHG� RYHU� WLPH�� 7KH� VLJQLILFDQFH� RI�LPSRUW� EDQV�� DV�PHDVXUHG� E\� WKHLU� SURGXFWLRQ� FRYHUDJH�� LV� GHFOLQLQJ� �7DEOH� ���� 7KH� LPSRUW� EDQ� OLVW��LQVWLWXWHG� LQ� ����� DV� D� UHSODFHPHQW� IRU� WKH� LPSRUW�OLFHQVLQJ� V\VWHP� DEROLVKHG� LQ� WKH� VDPH� \HDU�� QRZ�FRYHUV� RQO\� SRXOWU\� SDUWV�� FHUWDLQ� WH[WLOHV� DQG� DSSDUHO� LWHPV�� GRZQ� IURP� ���� LWHPV� LQ� ������ 7KHVH�



(&(6�:3����5HIDDW�����

�

DFFRXQW� IRU� OHVV� WKDQ� � SHUFHQW� RI� GRPHVWLF� SURGXFWLRQ�� $V� SDUW� RI� WKH� 8UXJXD\� 5RXQG� �85��$JUHHPHQW��(J\SW�DJUHHG�WR�UHPRYH�WKH�LPSRUW�EDQ�RQ�FORWKLQJ�E\�-DQXDU\����������KRZHYHU��SURGXFWV�UHPRYHG�IURP�WKH�LPSRUW�EDQ�OLVW�DUH�VRPHWLPHV�VXEMHFW�WR�KLJK�GXW\�UDWHV��7KH�WDULII�RQ�ZKROH�SRXOWU\��UHPRYHG�IURP�WKH�EDQ�LQ�-XO\�������ZDV�VHW�DW��� SHUFHQW��$OVR��(J\SW� LPSRVHG�D�WDULII�RI��� SHUFHQW�SOXV�D��� SHUFHQW�VDOHV�WD[�DQG�D�� SHUFHQW�VHUYLFH�IHH�RQ�WH[WLOHV�UHPRYHG�IURP�WKH�EDQ�OLVW�RQ�-DQXDU\����������2WKHU�LWHPV�WKDW�ZHUH�UHPRYHG�IURP�WKH�EDQ�OLVW��LQFOXGLQJ�PHDW��IUXLWV��YHJHWDEOHV��KRXVHKROG�DSSOLDQFHV�� DQG� WUDQVIRUPHUV�� ZHUH� DGGHG� WR� WKH� TXDOLW\� FRQWURO� OLVW� �2IILFH� RI� WKH� 8�6�� 7UDGH�5HSUHVHQWDWLYH�DQG�5HODWHG�(QWLWLHV��������4XDOLW\�FRQWURO�LV�LQFUHDVLQJO\�JDLQLQJ�LPSRUWDQFH�DV�D�17%�WR�WUDGH��DV�QRWHG�LQ�7DEOH��� 7KH�TXDOLW\�FRQWURO�OLVW�QRZ�FRQVLVWV�RI�����LWHPV�LQFOXGLQJ�IRRGVWXIIV��VSDUH�SDUWV�� FRQVWUXFWLRQ� SURGXFWV�� HOHFWURQLF� GHYLFHV�� DSSOLDQFHV�� DQG� PDQ\� FRQVXPHU�JRRGV��(J\SWLDQ�VWDQGDUGV�RQ�LPSRUWV�DUH�FRQVLGHUHG�D�WUDGH�EDUULHU�E\�WKH�(XURSHDQ�8QLRQ²(J\SW¶V� SULPDU\� WUDGLQJ� SDUWQHU�� 3URGXFW� VWDQGDUGV� VHW� E\� WKH� *HQHUDO�2UJDQL]DWLRQ� IRU� ([SRUW� DQG� ,PSRUW� &RQWURO� DUH� DW� YDULDQFH� ZLWK� LQWHUQDWLRQDOO\�UHFRJQL]HG� VWDQGDUGV�� WKXV� FDXVLQJ� SUREOHPV� ZLWK� LPSRUWV� IURP� WKH� (�8��� VXFK� DV�SURFHVVHG�IRRG��FHUDPLF�WLOHV��VDQLWDU\�ZDUH��DQG�FRVPHWLFV��1DWKDQ�$VVRFLDWHV��������$OO�RWKHU�17%V�OLVWHG�LQ�7DEOH���QR�ORQJHU�H[LVW��7KHVH�LQFOXGH�FDQFHOLQJ�WKH�OLVW�RI�VSHFLDO�FRQGLWLRQV�E\�0LQLVWHULDO�'HFUHH���������DV�ZHOO�DV�FDQFHOLQJ�OHWWHUV�RI�FUHGLW�DQG�VHUYLFLQJ�UHTXLUHPHQWV��4XDQWLWDWLYH�UHVWULFWLRQV�RQ�H[SRUWV�LQFOXGH�PDLQO\�WKUHH�PHDVXUHV��H[SRUW�TXRWDV��H[SRUW� EDQV� DQG� SULRU� DSSURYDOV� RQ� H[SRUWV� �.KHLU� (O�'LQ� DQG� (O� 'HUVK� �������0LQLVWHULDO�'HJUHH� ������� HOLPLQDWHG� WKH� RQO\� UHPDLQLQJ� LWHP� RQ� WKH� OLVW� RI� H[SRUW�TXRWDV��7KH�UHPDLQLQJ�LWHP�RQ�WKH�OLVW�RI�EDQQHG�H[SRUWV�LV�UDZ�KLGHV��GRZQ�IURP����LWHPV�EHIRUH�������VL[�LWHPV�LQ������DQG�WZR�LWHPV�LQ�������7KLV�17%�LV�VFKHGXOHG�WR�EH� UHPRYHG� LQ� ����� �,QWHUQDWLRQDO�0RQHWDU\� )XQG� ����D��� ,Q� ������ WKH� QXPEHU� RI�JRRGV�VXEMHFW�WR�SULRU�DSSURYDOV�ZDV�UHGXFHG�IURP����LWHPV�WR�RQH��
7DEOH��� 3URGXFWLRQ�&RYHUDJH�RI�17%V�RQ�(J\SWLDQ�,PSRUWV��SHUFHQW�RI�GRPHVWLF�SURGXFWLRQ�%HIRUH����� $IWHU������7UDGH�5HIRUP ����

3XEOLF6HFWRU 3ULYDWH�6HFWRU 7RWDO 3XEOLF6HFWRU 3ULYDWH6HFWRU 7RWDO 3XEOLF6HFWRU 3ULYDWH�6HFWRU 7RWDO
,PSRUW�EDQV ���� ���� ���� ���� ���� ���� ���4XDOLW\�FRQWURO ��� ���� ���� ���� ���� ���� 1$3ULRU�DSSURYDOV ���� ��� ���� � � � � � �6SHFLDO�FRQGLWLRQV ��� ��� ��� ���� ���� ���� � � �6XVSHQVLRQ�OHWWHUV�RI�FUHGLW ��� ��� ��� � � � � � �6HUYLFLQJ�UHTXLUHPHQWV ��� ��� ��� � � � � � �6RXUFH��%HIRUH�DQG�DIWHU������WUDGH�UHIRUP��.KHLU�(O�'LQ��+DQDD�HW�DO����������³7UDGH�3ROLFLHV�LQ�(J\SW�´�LQ 6DLG�(O�1DJJDU��HG��� )RUHLJQ�DQG�LQWUD�UHJLRQDO�WUDGH�RI�WKH�$UDE�FRXQWULHV �$UDELF���$UDE�0RQHWDU\�)XQG�
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���&KDQJHV�LQ�WKH�([FKDQJH�5DWH�,Q�������(J\SW�KDG�D�PXOWLSOH�H[FKDQJH�UDWH�LQ�HIIHFW��7KHUH�ZHUH�WKUHH�UDWHV�RI�IRUHLJQ�H[FKDQJH��7KH�ILUVW�UDWH�ZDV�WKDW�RI�WKH�&HQWUDO�%DQN�ZKLFK�UHPDLQHG�IL[HG�DW�����(�86��IURP������XQWLO�������7KH�&HQWUDO�%DQN¶V�VRXUFHV�RI�IRUHLJQ�H[FKDQJH�ZHUH�HDUQLQJV�IURP�H[SRUWV�RI�SHWUROHXP��ULFH�DQG�FRWWRQ��6XH]� &DQDO� UHYHQXHV�� UR\DOWLHV� IURP� 680('� SLSHOLQH� DQG� IRUHLJQ� FXUUHQF\� WUDQVIHUUHG� WR� WKH�JRYHUQPHQW�DV�IRUHLJQ�DLG��7KHVH�SURFHHGV�ZHUH�XVHG�WR�VHUYLFH�GHEW�DQG�ILQDQFH�WKH�LPSRUW�RI�VHYHQ�EDVLF�SURGXFWV��ZKHDW��IORXU��WHD��VXJDU��YHJHWDEOHV��SHVWLFLGHV��DQG�IHUWLOL]HUV��7KH�VHFRQG�UDWH�ZDV�WKH�FRPPHUFLDO� EDQNV¶� UDWH� LQLWLDOO\� IL[HG� DW� �����(�86��� 7KH� FRPPHUFLDO� EDQNV¶� SRRO� LQFOXGHG� WKH�SURFHHGV� IURP� DOO� RWKHU� H[SRUWV�� WRXULVW� SD\PHQWV� DQG� ZRUNHUV¶� UHPLWWDQFHV�� ,Q� DGGLWLRQ�� IRUHLJQ�H[FKDQJH�ZDV�WUDGHG�DW�D�SUHPLXP�LQ�WKH�µRZQ�H[FKDQJH�SRRO¶�$W� WKDW� WLPH�� (J\SW� IDFHG� SUHVVXUHV� IURP� LWV� WUDGH� EDODQFH�� LQ� DGGLWLRQ� WR� FXUUHQW� DFFRXQW�LPEDODQFHV��GXH� WR� WKH�VKDUS�IDOO� LQ� UHYHQXHV� IURP�WKH�6XH]�&DQDO�� WRXULVP�DQG�ZRUNHUV¶�UHPLWWDQFHV��7KH� H[FKDQJH� UDWH� ZDV� QRW� DFWLYHO\� XVHG�� KRZHYHU�� WR� UHVWRUH� H[WHUQDO� HTXLOLEULXP�� DQG� LQVWHDG� WKH�JRYHUQPHQW� UHVRUWHG� WR� LPSRVLQJ� UHVWULFWLRQV�� 7KLV� ZDV� SUREDEO\� PRWLYDWHG� E\� IHDU� WKDW� FXUUHQF\�GHYDOXDWLRQ�ZRXOG� IXHO� LQIODWLRQ��$V� D� SDUWLDO� FRQVHTXHQFH�RI� WKLV� SROLF\�� WKH� UHDO� HIIHFWLYH� H[FKDQJH�UDWH��5((5��DSSUHFLDWHG�E\��� SHUFHQW�EHWZHHQ������DQG�������DQG�QRQ�RLO�H[SRUWV�ZHUH�GLVFRXUDJHG�E\�WKH�RYHUYDOXDWLRQ�RI�WKH�H[FKDQJH�UDWH��*$77��������%\�PLG���V�� WKH� H[FKDQJH� UDWH�SROLF\� LQ�(J\SW�KDG� WR�FKDQJH�VLJQLILFDQWO\��7KLV�ZDV� QHFHVVDU\� WR� DWWUDFW� WKH� UHPLWWDQFHV� RI� WKH� QHDUO\� WZR� PLOOLRQ� (J\SWLDQV� WKHQ�ZRUNLQJ� DEURDG�� DQG� EHFDXVH� GHYHORSPHQW� DQG� LQGXVWULDOL]DWLRQ� UHTXLUHPHQWV� LQ�(J\SW� ZHUH� LQFRQVLVWHQW� ZLWK� WKH� RYHUYDOXHG� H[FKDQJH� UDWH� �*LDFRPR� �������)ROORZLQJ� SUHVVXUH� IURP� LQWHUQDWLRQDO� RUJDQL]DWLRQV�� (J\SW� HPEDUNHG� RQ� D� JUDGXDO�UHIRUP� RI� WKH� H[FKDQJH� UDWH�� 7KLV� LQFOXGHG� ERWK� GHYDOXDWLRQ� DQG� JUDGXDO�VLPSOLILFDWLRQ� RI� WKH� H[FKDQJH� UDWH� UHJLPH�� ,Q�)HEUXDU\� ������ WKH� XQLILFDWLRQ� RI� WKH�H[FKDQJH�UDWH�YHUVXV�WKH�GROODU�WRRN�SODFH�RQO\�D�IHZ�PRQWKV�DIWHU�OLPLWLQJ�H[FKDQJH�PDUNHWV� WR� WZR²WKH� SULPDU\� DQG� VHFRQGDU\� PDUNHWV�� 7KH� H[FKDQJH� SUHPLXP�HIIHFWLYHO\� EHFDPH� ]HUR� LQ� ����� �)LJXUH� ���� 7KLV� ZDV� DFFRPSDQLHG� E\� FXUUHQF\�GHYDOXDWLRQ�EHWZHHQ������DQG�������ZKHQ�(J\SW�EHJDQ�LWV�VWDELOL]DWLRQ�SURJUDP��1R�VLJQLILFDQW� GHYDOXDWLRQ� RFFXUUHG� VLQFH� WKHQ� DQG�� DV� D� UHVXOW�� WKHUH� ZDV� D� UHDO�DSSUHFLDWLRQ�RI�WKH�(J\SWLDQ�SRXQG�ZLWK�WKH�LQIODWLRQ�UDWH�LQ�(J\SW�PXFK�KLJKHU�WKDQ�WKDW�RI�LWV�WUDGLQJ�SDUWQHUV��$V�PHDVXUHG�E\�WKH�5((5��WKH�UHDO�DSSUHFLDWLRQ�EHWZHHQ�-XO\������DQG�'HFHPEHU������ZDV��� SHUFHQW��6XEUDPDQLDQ�������'HVSLWH� WKLV� UHDO� DSSUHFLDWLRQ� RI� WKH� (J\SWLDQ� SRXQG�� D� UHFHQW� ,QWHUQDWLRQDO�0RQHWDU\�)XQG�VWXG\�FRQFOXGHG�WKDW�DOWKRXJK�WKH�5((5�ZDV�VXEVWDQWLDOO\�RYHUYDOXHG�
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EHIRUH� ������ VLQFH� WKHQ� LW� KDV� PRYHG� FORVH� WR� WKH� HTXLOLEULXP� UHDO� H[FKDQJH� UDWH��(5(5��� $W� WKH� HQG� RI� ������ WKH� 5((5� ZDV� HVWLPDWHG� WR� KDYH� DSSUHFLDWHG� RQO\�� SHUFHQW�FRPSDUHG�WR� WKH�(5(5��7KH�UHDVRQ�IRU�WKLV�LPSURYHPHQW�LV�WKH�VLJQLILFDQW�DSSUHFLDWLRQ� RI� WKH� (5(5� GXULQJ� WKH� SHULRG� ����� WR� ������ ZKLFK� FDQ�� WR� D� ODUJH�H[WHQW��EH�DWWULEXWHG�WR� WKH�UHGXFWLRQ�LQ� WKH�GHEW�VHUYLFH�UDWLR�RYHU� WKLV�SHULRG��2WKHU�IDFWRUV� WKDW� SRVLWLYHO\� FRQWULEXWHG� WR� WKH� DSSUHFLDWLRQ� RI� WKH� (5(5� ZHUH� WHFKQLFDO�SURJUHVV� DQG�� WR� D� OHVVHU� H[WHQW�� WKH� *XOI� :DU�� 7HUPV� RI� WUDGH�� JRYHUQPHQW�FRQVXPSWLRQ� DQG� WKH� ODJJHG� FDSLWDO� DFFRXQW� EDODQFH� FRQWULEXWHG� QHJDWLYHO\� WR� WKH�DSSUHFLDWLRQ�RI� WKH�(5(5��0RQJDUGLQL��������6RXUFHV�RI�DSSUHFLDWLRQ�VKRZ�WKDW�WKH�DSSUHFLDWLRQ�RI� WKH�(5(5�PD\�QRW�EH�VXVWDLQDEOH�LQ�WKH�IXWXUH�DQG�WKDW�WKH�(J\SWLDQ�SRXQG�FRXOG�EH�VXEVWDQWLDOO\�RYHUYDOXHG�LI�WKH�H[FKDQJH�UDWH�FRQWLQXHV�WR�EH�XVHG�DV�D�SROLF\�DQFKRU��
)LJXUH�����([FKDQJH�5DWH�3UHPLXP�������WR�����
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���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

&RPPHUFLDO�EDQN�UDWH�EODFN�PDUNHW�UDWH

2IILFLDO�PDUNHW�UDWH�EODFN�PDUNHW UDWH

6RXUFH��&DOFXODWHG�IURP�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,QWHUQDWLRQDO�)LQDQFLDO�6WDWLVWLFV��GLIIHUHQW�LVVXHV�

&KDQJHV�LQ�7UDGH�2SHQQHVV1RWZLWKVWDQGLQJ�WKH�WUDGH�UHIRUPV�XQGHUWDNHQ�E\�WKH�(J\SWLDQ�JRYHUQPHQW��PHDVXUHV�RI�RSHQQHVV�UHYHDO�WZR�IDFWV��)LUVW��(J\SW�H[KLELWHG�D�FRPSDUDWLYHO\�ORZ�WUDGH�SURILOH�RYHU� WKH� SHULRG� RI� WKH� VWXG\�� 6HFRQG�� LWV� HFRQRP\� KDV� EHFRPH� OHVV� RSHQ� DQG� OHVV�LQWHJUDWHG�LQ�WKH�ZRUOG�HFRQRP\�RYHU�WLPH�
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(J\SW�([KLELWHG�D�&RPSDUDWLYHO\�/RZ�7UDGH�3URILOH�7KLV� WXUQ� LQZDUG�RFFXUUHG�LQ�VSLWH�RI� WKH�JOREDO� WUHQG�WR� LQWHQVLI\�LQWHUQDWLRQDO� WUDGH�UHODWLRQVKLSV�� 7DEOH� �� FRPSDUHV� D� YDULHW\� RI� WUDGH� SHUIRUPDQFH� LQGLFDWRUV� IRU�(J\SW�DORQJ�ZLWK� VHOHFWHG� IDVW�JURZLQJ� HFRQRPLHV� LQ� WZR� SHULRGV� IURP� ����� WR� ����� DQG������ WR� ������ 7KH� LQGLFDWRUV� VKRZ� WKDW� (J\SW� LV� WKH� OHDVW� RSHQ� HFRQRP\� DQG� LV�LQFUHDVLQJO\� GHYLDWLQJ� IURP� WKH� DYHUDJHV� RI� WKH� IDVW�JURZLQJ� HFRQRPLHV� 7KH� ODUJH�SXEOLF� VHFWRU�� WKH� UHODWLYHO\� KLJK� WDULII� EDUULHUV�� WKH� WUDGH�GLVWRUWLQJ� GRPHVWLF�UHJXODWLRQV��DQG�WKH�RYHUDOO�LQVWLWXWLRQDO�VHWWLQJ�ZLWKLQ�ZKLFK�EXVLQHVV�LV�FRQGXFWHG�LQ�(J\SW��FDQ�DOO�EH�FRQVLGHUHG�FRQWULEXWLQJ�IDFWRUV�WR�WKH�GHYHORSPHQW�RI�(J\SW¶V�WUDGH�RSHQQHVV�$�PRUH� IDYRUDEOH� EXVLQHVV� HQYLURQPHQW�ZRXOG� XQGRXEWHGO\� HQKDQFH� SURGXFWLRQ�DQG� H[SRUWV�� )LJXUH� �� LOOXVWUDWHV� WKH� LQVWLWXWLRQDO� FRQVWUDLQWV� WR� EXVLQHVV� LQ�(J\SW� DV�SHUFHLYHG� E\� SULYDWH� ILUPV�� $PRQJ� WKH� FRQVWUDLQWV�� LQHIILFLHQW� UHJXODWLRQV� RQ� WKH�SRUWV�DQG�LQIUDVWUXFWXUH�VHFWRUV�DQG�WKH�LQHIILFLHQF\�RI�WKH�EDQNLQJ�V\VWHP�DUH�ZLGHO\�DFNQRZOHGJHG� � DV� � WUDGH� � EDUULHUV�� ,W� LV� � HVWLPDWHG� WKDW� WKH� LQHIILFLHQFLHV� RI� WKH�(J\SWLDQ
7DEOH�����'HYHORSPHQW�RI�7UDGH�2SHQQHVV�LQ�(J\SW�DQG�6HOHFWHG�)DVW�JURZLQJ�(FRQRPLHV6KDUH�LQ�:RUOG([SRUWV 6KDUH�LQ�:RUOG�,PSRUWV 7UDGH�WR�*'3

��������� ��������� ��������� ��������� ��������� ���������
(J\SW ���� ���� ���� ���� �� ��7KDLODQG ���� ���� ���� ���� �� ��0DOD\VLD ���� ���� ���� ���� �� ���,QGRQHVLD ���� ���� ���� ���� �� ��&KLOH ���� ���� ���� ��� �� ��.RUHD ���� ���� ���� ���� �� ��$YHUDJH��H[FO��(J\SW� ���� ��� ���� ���� ����� �����6RXUFH� &DOFXODWHG�IURP�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,QWHUQDWLRQDO�)LQDQFLDO�6WDWLVWLFV��GLIIHUHQW�LVVXHV��

� 7KLV�LV�EDVHG�RQ�D�VXUYH\�RI�����ILUPV��6SOLW�DFFRUGLQJ�WR�VL]H��WKH�VDPSOH�KDG����SHUFHQW�ODUJH�ILUPV�����SHUFHQW�PHGLXP�VL]H�ILUPV�DQG����SHUFHQW�VPDOO�ILUPV��$FFRUGLQJ�WR�W\SH�RI�RZQHUVKLS��WKH�VDPSOH�KDG� ��� SHUFHQW� GRPHVWLF� ILUPV� DQG� ��� SHUFHQW� IRUHLJQ� ILUPV�� $FFRUGLQJ� WR� HFRQRPLF� DFWLYLW\�� ���SHUFHQW�RI�WKH�ILUPV�ZHUH�LQ�WKH�ILHOG�RI�LQGXVWU\�����SHUFHQW�WUDGH����SHUFHQW�LQ�FRQVWUXFWLRQ����SHUFHQW�WRXULVP��DQG���SHUFHQW�LQ�WKH�RLO�VHFWRU��
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)LJXUH�����2YHUDOO�5DQNLQJ�RI�,QVWLWXWLRQDO�&RQVWUDLQWV�LQ�(J\SW
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6RXUFH� )DZ]\�� 6DPLKD� �����E��� ³7KH� %XVLQHVV� (QYLURQPHQW� LQ� (J\SW�´� 7KH� (J\SWLDQ� &HQWHU� IRU� (FRQRPLF�6WXGLHV��(&(6���:RUNLQJ�3DSHU�1R������
SRUW� VHUYLFHV� DGG� �� SHUFHQW� WR� WKH� FRVW� RI� LPSRUWHG� JRRGV�� DQG� LQHIILFLHQW�WHOHFRPPXQLFDWLRQ�VHUYLFHV�DQG�ILQDQFLDO�VHUYLFHV�LPSRVH�D�WD[�RQ�WKH�PDQXIDFWXULQJ�DQG� DJULFXOWXUH� VHFWRUV� HTXLYDOHQW� WR� ��� DQG� �� SHUFHQW�� UHVSHFWLYHO\� �1DWKDQ�$VVRFLDWHV��������$V�1ROO��������FOHDUO\�LQGLFDWHV��LQ�WKH�FDVH�RI�D�FRXQWU\�OLNH�(J\SW��ZKHUH�GLUHFW�WUDGH�EDUULHUV²WDULIIV²DUH�UHODWLYHO\�KLJK��WKH�WUDGH�GLVWRUWLQJ�UHJXODWLRQV�VKRXOG�QRW�EH�LQWHUSUHWHG�DV�PRWLYDWHG�E\�WKH�GHVLUH�WR�LPSRVH�LQGLUHFW�WUDGH�EDUULHUV��)RU�(J\SW��GLVWRUWLQJ�UHJXODWLRQV�DUH�WKH�UHVXOW�RI�RYHUDOO�GLVDGYDQWDJHRXV�SROLFLHV���
(J\SW�+DV�*URZQ�/HVV�2SHQ�DQG�/HVV�,QWHJUDWHG�LQ�WKH�:RUOG�(FRQRP\�7KH�UDWLR�RI�WRWDO�WUDGH�LPSRUWV�DQG�H[SRUWV��WR�*'3�GURSSHG�E\�DERXW��� SHUFHQWDJH�SRLQWV� IURP� ����� WR� ����� DQG� ����� WR� ������ ,PSRUW� SHQHWUDWLRQ� UDWLRV�� DQRWKHU�LPSRUWDQW�PHDVXUH�RI�RSHQQHVV��DOVR�UHYHDOV�WKLV�XQIDYRUDEOH�WUHQG��7KH�UDWLR�RI�WRWDO�LPSRUWV� WR�*'3�GHFOLQHG�RYHU� WKH�SHULRG�DV�GLG�WKH�UDWLR�RI� LPSRUWV�RI�FRQVXPSWLRQ�JRRGV� WR� WRWDO� FRQVXPSWLRQ��� ,PSRUWV� RI� LQYHVWPHQW� JRRGV� GHFOLQHG� EHWZHHQ� �����DQG������EXW�JDLQHG�PRPHQWXP�LQ�WKH�IROORZLQJ�SHULRG��)LJXUH�����

� )RU� WKH� ILQDQFLDO�VHFWRU�� WKH� UHDO� ILQDQFLDO�VSUHDG� LQ�(J\SW�DQG� WKH�(XURSHDQ�8QLRQ�ZHUH�FRPSDUHG��DQG�� DFFRUGLQJO\�� DQ� LPSOLFLW� WDULII� RI� ��� SHUFHQW� ZDV� DVVXPHG� IRU� WKLV� VHFWRU�� $� ��� SHUFHQW� WDULII�HTXLYDOHQW� ZDV� DVVXPHG� IRU� WKH� WHOHFRPPXQLFDWLRQ� VHFWRU� EDVHG� RQ� FRPSDULQJ� WKH� QXPEHU� RI�HPSOR\HHV�SHU�OLQH�LQ�(J\SW�WR�WKH�ZRUOG�DYHUDJH�
�� 6HH� 1ROO� ������� IRU� D� GLVFXVVLRQ� RI� WUDGH� RSSRUWXQLWLHV� LQ� (J\SW� WKDW� DUH� KLQGHUHG� E\� H[LVWLQJ�SROLFLHV�
�� 7KLV� YHUVLRQ� RI� WKH� LPSRUW� SHQHWUDWLRQ� UDWLR� LV� D� XVHIXO� LQGLFDWRU� VLQFH� LW� LV� WKH� LPSRUWV� RI�FRQVXPSWLRQ�JRRGV�WKDW�DUH�XVXDOO\�PRVWO\�UHVWULFWHG��$QGULDPDQDQMDUD�HW�DO��������
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)LJXUH�����2XWFRPH�EDVHG�0HDVXUHV�RI�7UDGH�/LEHUDOL]DWLRQ

��
���
���
���
���

7UDGH�*'3 7UDGH�H[FO�IRRG�*'3 ,PSRUW�*'3 ,PSRUWV�H[FO�IRRG�*'3 ,PSRUW �RIFRQVXPSWLRQJRRGV�7RWDOFRQVXPSWLRQ
,PSRUWV�RI,QYHVWPHQW�7RWDOLQYHVWPHQW

���������������������

6RXUFH��*'3�IURP�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,QWHUQDWLRQDO�)LQDQFLDO�6WDWLVWLFV��GLIIHUHQW�LVVXHV��DOO�RWKHU�GDWD�IURP�&$30$6��6WDWLVWLFDO�<HDUERRN��GLIIHUHQW�LVVXHV��7KH� GHFOLQLQJ� VLJQLILFDQFH� RI� WUDGH� LQ� WKH� (J\SWLDQ� HFRQRP\� FDQ� EH� SDUWO\� DWWULEXWHG� WR� WKH�LPSRUWDQFH�RI� RLO� LQ�(J\SW¶V� WUDGH� DQG� WKH� YRODWLOLW\� RI� LWV�SULFHV��'XULQJ� WKH�����V�DQG�HDUO\�����V��ZKHQ�WKHUH�ZDV�D�UHPDUNDEOH�ULVH�LQ�RLO�SULFHV��(J\SW¶V�VKDUH�LQ�ZRUOG�H[SRUWV�DQG�LPSRUWV�DQG�LWV�WUDGH�VKDUH� LQ�*'3�ZHUH� KLJKHU� WKDQ� LQ� WKH� \HDUV� WKDW� IROORZHG� �3HWUL� ������� ,I� WKH� RSHQQHVV� LQGLFDWRU� RI�WUDGH�*'3�LV�FDOFXODWHG�H[FOXGLQJ�(J\SW¶V� WUDGH�LQ�IXHO��(J\SW¶V�RSHQQHVV�VWLOO�GHFOLQHG�RYHU�WLPH�EXW�DW�D�ORZHU�UDWH��)LJXUH�����:LQGIDOO�JDLQV�WR�WKH�HFRQRP\�IURP�RLO�DQG�RWKHU�VRXUFHV�DOVR�FRQWULEXWHG�WR�(J\SW¶V� WUDGH� SHUIRUPDQFH�� 7KH\� KHOSHG� UDLVH� WKH� SULFH� RI� QRQ�WUDGDEOHV� YHUVXV� WUDGDEOHV� DQG� WKXV�DWWUDFWHG� LQYHVWPHQW� DZD\� IURP� WKH� WUDGDEOH� VHFWRUV�� (J\SW¶V� VWUXFWXUDO� DGMXVWPHQW� SURJUDP� KDV� DOVR�SOD\HG�D�UROH�E\�VXSSUHVVLQJ�LPSRUWV�GXULQJ�LWV�HDUO\�VWDJHV��:RUOG�%DQN�����D��
)LJXUH�����2SHQQHVV�,QGLFDWRUV��([FOXGLQJ�7UDGH�LQ�)XHO

���������� ���������� ����������

��
��
���
���
���
���
���
���
���

7UDGH�*'3 7UDGH��H[FO��IXHO��*'3

���������������������������

6RXUFH� DXWKRU¶V�FDOFXODWLRQV�
,9���)XWXUH�'LUHFWLRQV�IRU�(J\SW¶V�7UDGH�/LEHUDOL]DWLRQ
/LEHUDOL]DWLRQ�WUHQGV�LQ�WKH�(J\SWLDQ�HFRQRP\�DUH�H[SHFWHG�WR�FRQWLQXH�LQ�WKH�IXWXUH�EDVHG�RQ�WKH�WUDGH�DJUHHPHQWV�WKDW�(J\SW�KDV�DOUHDG\�VLJQHG�DQG�LV�FXUUHQWO\�QHJRWLDWLQJ��7KLV�VHFWLRQ�H[SORUHV�WKH�LPSDFW�
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RI�(J\SW¶V�PXOWLODWHUDO��UHJLRQDO�DQG�ELODWHUDO� WUDGH�DUUDQJHPHQWV�RQ�WKH�OLEHUDOL]DWLRQ�RI� WKH�(J\SWLDQ�HFRQRP\�EHVLGHV�ZKDW�WKH\�FDQ�RIIHU�(J\SW�LQ�WHUPV�RI�PDUNHW�DFFHVV��
0XOWLODWHUDO�/LEHUDOL]DWLRQ
(J\SW¶V� XQLODWHUDO� OLEHUDOL]DWLRQ� HIIRUWV� ZHUH� HVVHQWLDO� IRU� DOORZLQJ� LWV� IXOO� SDUWLFLSDWLRQ� LQ� WKH� 85�QHJRWLDWLRQV��DQG� WKH�85�$JUHHPHQW�KDV� LQ� WXUQ� ORFNHG� LQ� WKHVH� UHIRUPV��2Q�RQH�KDQG��XQGHU�WKH�85�$JUHHPHQW��(J\SW�ELQGV���� SHUFHQW�RI�LWV�WDULII�OLQHV�LQ�DJULFXOWXUH�DQG��� SHUFHQW�RI�LWV�WDULII�OLQHV�LQ�LQGXVWU\�� WKXV� DSSURDFKLQJ� WKH� FRPPLWPHQWV� RI� WKH� 2(&'� FRXQWULHV� DQG� VXUSDVVLQJ� WKRVH RI� PDQ\�RWKHU� GHYHORSLQJ� FRXQWULHV�� $IWHU� WKH� IXOO� LPSOHPHQWDWLRQ� RI� WKH� 85� $JUHHPHQW� FRPPLWPHQWV��KRZHYHU�� (J\SW¶V� ILQDO� ERXQG� WDULIIV� WR� ERWK� DJULFXOWXUH� DQG� LQGXVWU\� ZLOO� EH� JUHDWHU� WKDQ� WKH� WDULIIV�DSSOLHG� LQ�'HFHPEHU� ����� DQG� WKH� FXUUHQW� DSSOLHG� WDULII� UDWHV��2QO\��� SHUFHQW�RI� DOO� WDULII� OLQHV�ZLOO�HYHQWXDOO\� KDYH� WDULIIV� ORZHU� WKDQ� WKH� DSSOLHG� WDULIIV� LQ� 'HFHPEHU� ������ $V� UHJDUGV� TXDQWLWDWLYH�UHVWULFWLRQV�RQ�LPSRUWV�� LW� LV�H[SHFWHG�WKDW� WKH\�ZLOO�EH�HOLPLQDWHG�DW�WKH�HQG�RI�������H[FHSW�IRU�WKRVH�WKDW� DUH� PDLQWDLQHG� IRU� KHDOWK� RU� VHFXULW\� UHDVRQV�� 'HVSLWH� WKH� IDFW� WKDW� (J\SW¶V� FRPPLWPHQWV�VXEVWDQWLDOO\�H[FHHG�WKH�GHYHORSLQJ�FRXQWULHV¶�DYHUDJH�LQ�WHUPV�RI�ELQGLQJV�DQG�WKH�JDS�EHWZHHQ�ERXQG�UDWHV�DQG�DSSOLHG�UDWHV�� WKH�85�$JUHHPHQW�ZLOO�KDYH�D�OLPLWHG�LPSDFW�RQ�WUDGH�OLEHUDOL]DWLRQ�LQ�(J\SW��+RHNPDQ�DQG�6XEUDPDQLDQ�������2Q� WKH�RWKHU�KDQG��ZKDW�PDUNHW� DFFHVV�GRHV� WKH�85�$JUHHPHQW�RIIHU�(J\SW"� ,Q�WHUP� RI� PDUNHWV� IRU� (J\SWLDQ� DJULFXOWXUDO� H[SRUWV�� WKH� $JULFXOWXUDO� 7UDGH�/LEHUDOL]DWLRQ�$JUHHPHQW� LQ� WKH�85 $JUHHPHQW�UHSUHVHQWV�RQH�VWHS�IRUZDUG�DQG�RQH�EDFNZDUG��7KH� WDULIILFDWLRQ�DQG�ELQGLQJ�RI�DOO�DJULFXOWXUDO�SURGXFWV� LV�XQGRXEWHGO\�D�VWHS�IRUZDUG��%XW�PDQ\�RI�WKH�QHZO\�HVWDEOLVKHG�WDULIIV�DUH�VR�KLJK�LQ�VRPH�FRXQWULHV�WKDW� WKH\� HIIHFWLYHO\� FRQVWUDLQ� WUDGH�� %LQGLQJ� WDULIIV� WR� WKH� EDVH� SHULRG� RI� ����� WR�������ZKHQ� ERUGHU� SURWHFWLRQ�ZDV� DW� D� KLJK�SRLQW�� GLPLQLVKHV� OLEHUDOL]DWLRQ��7KLV� LV�ZRUVHQHG�LQ�VRPH�FDVHV�E\�WDULIILFDWLRQ��VLQFH�WKH�QHZ�EDVH�WDULIIV�RIIHU�HYHQ�JUHDWHU�SURWHFWLRQ� WKDQ� WKH� QRQWDULII� EDUULHUV� WKH\� UHSODFHG�� 7KH� PDJQLWXGH� RI� H[WHQVLYH�WDULIILFDWLRQ�YDULHG�DPRQJ�FRXQWULHV�DQG�FRPPRGLWLHV��$PRQJ�WKH�LQGXVWULDO�FRXQWULHV��WDULIILFDWLRQ�ZDV�PRVW�H[WHQVLYH�LQ�WKH�(XURSHDQ�8QLRQ��2QO\�-DSDQ�RIIHUHG�EDVH�WDULII�HTXLYDOHQWV�VLJQLILFDQWO\�ORZHU�WKDQ�WKH�QRPLQDO�SURWHFWLRQ�LQ�WKH�EDVH�\HDU�H[FHSW�RQ�ULFH��,Q�DGGLWLRQ��WKH�KLJK�OHYHOV�RI�ERXQG�WDULIIV�IDLOV�WR�VWDELOL]H�WDULIIV�DQG�LPSURYH�PDUNHW�DFFHVV�E\�DOORZLQJ�FRXQWULHV�WR�DSSO\�YDULDEOH�WDULIIV��$OVR��WKH�85�$JUHHPHQW�GLG� QRW� DGGUHVV� LVVXHV� VXFK� DV LPSRUW� VXEVLGLHV�� H[SRUW� WD[HV� DQG� RWKHU� GRPHVWLF�VXSSRUW�PHDVXUHV��,QJFR�������,I� WKLV� LV� WKH� FDVH� IRU� DJULFXOWXUDO� SURGXFWV�� ZKDW� LV� DZDLWLQJ� (J\SW¶V� LQGXVWULDO�H[SRUWV"�7KH�SURSRUWLRQ�RI�LQGXVWULDO�FRXQWU\�WDULIIV�RQ�PDQXIDFWXUHG�JRRGV�VXEMHFW�WR�ELQGLQJV� URVH� IURP���� WR� �� SHUFHQW� XQGHU� WKH�85�$JUHHPHQW��$ERXW� �� SHUFHQW� RI�WKHVH� FRXQWULHV¶� LPSRUWV� ZHUH� DOUHDG\� ERXQG� DV� GXW\�IUHH� WDULII�� UHGXFWLRQV� ZHUH�
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DSSOLHG�WR��� SHUFHQW�RI� LPSRUWV�DQG�WKH�UHPDLQLQJ��� SHUFHQW�ZHUH�GLYLGHG�EHWZHHQ�ELQGLQJV� ZLWKRXW� UHGXFWLRQV� DQG� QR� RIIHUV�� ,Q� LQGXVWULDOL]HG� FRXQWULHV�� WKH� DYHUDJH�WDULII� UHGXFWLRQ� RQ� PDQXIDFWXUHG� LPSRUWV� IURP� GHYHORSLQJ� FRXQWULHV� LV� �� SHUFHQW��FRPSDUHG� WR� �� SHUFHQW� RQ� LPSRUWV� IURP�RWKHU� LQGXVWULDO� FRXQWULHV��7KLV� FRXOG�KDYH�JLYHQ�(J\SW�D�VLJQLILFDQW�ERRVW�LQ�PDUNHW�DFFHVV��EXW�WKH�WH[WLOH��FORWKLQJ�DQG�IRRWZHDU�VHFWRUV��ZKLFK�KDYH�WKH�KLJKHVW�WDULIIV��H[SHULHQFHG�ORZHU�SULFH�UHGXFWLRQV�WKDQ�PDQ\�RWKHU� VHFWRUV�� 7KHVH� WZR� ODERU�LQWHQVLYH� VHFWRUV� DUH� FRQVLGHUHG� VHQVLWLYH� DQG�DFFRUGLQJO\�UHFHLYH�EHORZ�DYHUDJH�WDULII�UHGXFWLRQV��2Q�RQH�KDQG��LW�LV�RIWHQ�VDLG�WKDW�WKH�SKDVLQJ�RXW�RI�TXRWDV�DQG�WKH�PXOWL�ILEHU�DJUHHPHQW��0)$��FRPSHQVDWHV�IRU�WKLV��EXW�RQ�WKH�RWKHU�KDQG��WKHUH�LV�LQFUHDVHG�FRPSHWLWLRQ��,Q�DGGLWLRQ��WKH�UHPDLQLQJ�WDULII�HVFDODWLRQ�LQ�LQGXVWULDO�PDUNHWV�LV�D�FRQFHUQ�WR�GHYHORSLQJ�FRXQWULHV�LQFOXGLQJ�(J\SW��$V� UHJDUGV� WKH� LQGXVWULDO� SURGXFWV� LQ� GHYHORSLQJ� FRXQWULHV�� RQO\� �� SHUFHQW� RI� WKH�WDULIIV� DUH� VXEMHFW� WR� ELQGLQJV�� 2QO\� � SHUFHQW� RI� WKHLU� PDQXIDFWXUHG� LPSRUWV� ZHUH�LQLWLDOO\� ERXQG� DV� GXW\ IUHH�� �� SHUFHQW� ELQGLQJV� ZLWK� WDULII� UHGXFWLRQV�� �� SHUFHQW�ELQGLQJV�ZLWKRXW� UHGXFWLRQV�� DQG� IRU� WKH� UHPDLQLQJ� �� SHUFHQW� QR� RIIHUV�ZHUH�PDGH��:RUOG�%DQN�����E��7KH�XOWLPDWH�LPSDFW�RI�WKH�85�$JUHHPHQW�RQ�(J\SW¶V�H[SRUWV�ZLOO�EH�WKH�RXWFRPH�RI�WKUHH�PDUNHW�DFFHVV�HIIHFWV��7KHVH�HIIHFWV�DULVH�IURP�0RVW�)DYRUHG�1DWLRQ��0)1��WDULII�FXWV��D�SRVLWLYH�HIIHFW���WKH�ORVV�RI�SUHIHUHQWLDO�WUHDWPHQW�GXH�WR�0)1�WDULII�FXWV��D� QHJDWLYH� HIIHFW��� DQG� ILQDOO\� IURP� OLEHUDOL]DWLRQ� RI� WKH� 0)$� �D� SRVLWLYH� HIIHFW���+RHNPDQ� HW� DO�� ������� HVWLPDWHG� WKH� LPSDFW� WKHVH� WKUHH� HIIHFWV� RQ� (J\SW¶V� QRQ�RLO�H[SRUWV�WR�WKH�(XURSHDQ�8QLRQ��WKH�8QLWHG�6WDWHV�DQG�-DSDQ��7KH\�FRQFOXGHG�WKDW�WKH�PRVW� VLJQLILFDQW� LPSDFW� ZRXOG� VWHP� IURP� WKH� OLEHUDOL]DWLRQ� RI� WH[WLOH� DQG� FORWKLQJ�TXRWDV��7KH� LPSDFWV� RI� WKH� RWKHU� WZR�HIIHFWV� DUH�PDUJLQDO� DQG� DOPRVW�RXWZHLJK�RQH�DQRWKHU�� 7KHVH� UHVXOWV� VKRXOG� EH� WDNHQ�ZLWK� FDXWLRQ�� VLQFH� WKH� HVWLPDWLRQ� SURFHGXUH�GRHV�QRW�WDNH�LQWR�FRQVLGHUDWLRQ�WKH�LPSDFW�RI�WKH�H[SHFWHG�LQFUHDVH�RI�FRPSHWLWLRQ�LQ�WH[WLOH�DQG�FORWKLQJ�GXH�WR�WKH�SKDVLQJ�RXW�RI�WKH�0)$��(J\SW�PXVW�UHGXFH�FRVWV�DQG�LQFUHDVH�HIILFLHQF\�WR�UHPDLQ�D�YLDEOH�H[SRUWHU��
5HJLRQDO�DQG�%LODWHUDO�/LEHUDOL]DWLRQ(J\SW¶V� UHJLRQDO� DQG� ELODWHUDO� WUDGH� DJUHHPHQWV� LQFOXGH� WKH� IUHH WUDGH� DJUHHPHQWV��)7$V�� ZLWK� WKH� (XURSHDQ� 8QLRQ�� WKH� 8QLWHG� 6WDWHV� DQG� VRPH� $UDE� FRXQWULHV�� LQ�DGGLWLRQ� WR� WKH�$UDE�)UHH�7UDGH�$UHD� �$)7$��DQG� WKH�&RPPRQ�0DUNHW� IRU�(DVWHUQ�DQG� 6RXWKHUQ� $IULFD� �&20(6$��� ,W� LV� ZRUWK� QRWLQJ� WKDW� PHPEHUVKLS� LQ� D� )7$� LV�QHLWKHU� D� QHFHVVDU\� QRU� D� VXIILFLHQW� FRQGLWLRQ� IRU� PRUH� OLEHUDO� WUDGH�� DFFRUGLQJ� WR�
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HPSLULFDO�HYLGHQFH��� ,W�LV�D�FRXQWU\¶V�JHQHUDO�DFFHSWDQFH�RI�D�OLEHUDO�WUDGH�SROLF\�WKDW�FDQ�PDNH�WKH�GLIIHUHQFH��)RURXWDQ�������
$Q�)7$�ZLWK�WKH�(XURSHDQ�8QLRQ(J\SW� FXUUHQWO\� KDV� SUHIHUHQWLDO� DFFHVV� WR� (8�PDUNHWV� WKURXJK� WKH� (8�*HQHUDOL]HG�6\VWHP� RI� 3UHIHUHQFHV� �*63�� DQG� WKURXJK� WKH� ELODWHUDO� FRRSHUDWLRQ� DJUHHPHQW� RI�������7KH�ODWWHU�JUDQWV�(J\SW�GXW\�IUHH�DFFHVV�WR�WKH�(8�PDUNHWV�IRU�LQGXVWULDO�JRRGV�ZLWK�VRPH�H[FHSWLRQV��$�WRWDO�RI����WH[WLOH�SURGXFWV�DUH�H[FOXGHG�IURP�GXW\�IUHH�HQWU\�LQWR�WKH�(8��� 0RUHRYHU��WH[WLOHV�DQG�FORWKLQJ�LPSRUWHG�IURP�(J\SW�KDYH�EHHQ�VXEMHFW�WR�DQWL�GXPSLQJ�UHJXODWLRQV�E\�WKH�(8��7KH�FRRSHUDWLRQ�DJUHHPHQW�DOVR�JUDQWV�(J\SW�SUHIHUHQWLDO� DFFHVV� IRU� DJULFXOWXUDO� JRRGV�� 3URFHVVHG� DJULFXOWXUDO� SURGXFWV� LPSRUWHG�IURP�(J\SW�DUH�H[HPSWHG�IURP�WKH�DG�YDORUHP�WDULII�WKH�(8�LPSRVHV�RQ�WKH�LQGXVWULDO�FRPSRQHQW�EXW�DUH�VXEMHFW�WR�OHYLHV�RQ�WKHLU�DJULFXOWXUDO�FRPSRQHQW��$V�IRU�(J\SW��LW�FRQWLQXHV� WR� LPSRVH� WDULIIV�RQ�JRRGV� LPSRUWHG�IURP�WKH�(8��+RHNPDQ�DQG�'MDQNRY��������,Q�JHQHUDO��H[SRUWHUV�LQ�(J\SW UHO\�PRUH�RQ�WKH�ELODWHUDO�FRRSHUDWLRQ�DJUHHPHQW�WKDQ�RQ�WKH�*63��3URGXFWV�QRW�FRYHUHG�E\�WKH�*63�RU�WKH�FRRSHUDWLRQ�DJUHHPHQW�DUH�VXEMHFW�WR�WKH�UHJXODWLRQV�RI�WKH�:72��(J\SW� LV� FXUUHQWO\� QHJRWLDWLQJ� DQ� )7$� ZLWK� WKH� (8� DV� SDUW� RI� WKH� QHZ� (8�0HGLWHUUDQHDQ�6WUDWHJ\�RXWOLQHG�LQ�WKH������%DUFHORQD�'HFODUDWLRQ��� ,PSOHPHQWDWLRQ�RI� WKH� QHZ� VWUDWHJ\� UHTXLUHV� VLJQLQJ� ELODWHUDO� DJUHHPHQWV� ZLWK� WKH� 6RXWKHUQ�0HGLWHUUDQHDQ�FRXQWULHV�ZLWK�WKH�REMHFWLYH�RI�FUHDWLQJ�IUHH�WUDGH DUHDV�ZLWKLQ�D�SHULRG�RI����WR���\HDUV�DQG�SURYLGLQJ�SHUIRUPDQFH�OLQNHG�ILQDQFLDO�DVVLVWDQFH��DPRQJ�RWKHU�UHTXLUHPHQWV��1VRXOL�HW�DO�������� 7KH�DVVRFLDWLRQ�DJUHHPHQWV�WKDW�WKH�(8�KDV�VLJQHG�ZLWK�RWKHU�FRXQWULHV�VXJJHVW�WKDW�WKH�(8�DJUHHPHQW�ZLWK�(J\SW�ZLOO�DLP�DW�DFKLHYLQJ�UHFLSURFDO�IUHH�WUDGH�RI�PRVW�PDQXIDFWXUHG�JRRGV�DQG�ZLOO�JUDQW�UHFLSURFDO�SUHIHUHQWLDO�DFFHVV�IRU�DJULFXOWXUDO�SURGXFWV���7KH�(J\SW�(8�QHJRWLDWLRQV�KDYH�EHHQ�XQGHUZD\�IRU�PRUH�WKDQ�WKUHH�\HDUV�PDLQO\�EHFDXVH�RI�WKH�GHEDWH�RYHU�DJULFXOWXUDO�DQG�SURFHVVHG�DJULFXOWXUDO�SURGXFWV��$�QXPEHU�
�� &KLOH�� .RUHD��0H[LFR�� 7XUNH\�� $UJHQWLQD�� %UD]LO�� 3HUX�� 8UXJXD\�� DQG�9HQH]XHOD� DUH� H[DPSOHV� RI�FRXQWULHV� WKDW� KDYH� XQGHUWDNHQ� LPSRUWDQW� OLEHUDOL]DWLRQ� VWHSV EHIRUH� HIIHFWLYHO\� MRLQLQJ� DQ\� WUDGH�DJUHHPHQW�� ZKHUHDV�� WKH� WUDGH� UHJLPH� RI� WKH� FRXQWULHV� HQJDJHG� LQ� WKH� &HQWUDO� $PHULFDQ� &RPPRQ�0DUNHW��&$&0��DQG�WKH�$QGHDQ�3DFW�UHPDLQHG�KLJKO\�SURWHFWLYH�IRU�\HDUV�DIWHU�WKHLU�HVWDEOLVKPHQW���� $PRQJ WKHVH�SURGXFWV�DUH��ZRYHQ�FRWWRQ�IDEULFV��NQLWWHG�RU�FURFKHWHG�IDEULFV��WXOOH�ODFH�HPEURLGHU\��ULEERQV��WUDYHOLQJ�UXJV�DQG�EODQNHWV��PDGH�XS�DUWLFOHV�ZKROO\�RU�FKLHIO\�RI�WH[WLOH�PDWHULDOV��DUWLFOHV�RI�DSSDUHO�DQG�WH[WLOH�IDEULFV��DQG�FORWKLQJ�DFFHVVRULHV�RI�WH[WLOH�IDEULFV���� 7KH�QHJRWLDWLRQV�VWDUWHG�LQ�-DQXDU\������
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RI� NH\� LVVXHV²RUDQJHV�� ULFH� DQG� SRWDWRHV²KDYH� EHHQ� SUREOHPDWLF��(J\SW� LQVLVWV� RQ�DFTXLULQJ�WKH�EHVW�PDUNHW�DFFHVV�IRU�WKHVH�WKUHH�SURGXFWV��ZKLFK�LW�KDV�D�FRPSDUDWLYH�DGYDQWDJH�SURGXFLQJ� DQG�ZKLFK� UHSUHVHQW��� SHUFHQW� RI�(J\SW¶V�DJJUHJDWH�YHJHWDEOH�SURGXFW�H[SRUWV�DQG�PRUH�WKDQ�ILYH SHUFHQW�RI�(J\SW
V�WRWDO�H[SRUWV��7KH�OHYLHV�WKH�(8�LPSRVHV� RQ� WKH� DJULFXOWXUDO� FRPSRQHQW� RI� SURFHVVHG� IRRG� LPSRUWV� IURP�(J\SW� KDYH�DOVR� EHHQ� D� SRLQW� RI� FRQIOLFW�� 7KH� (8� LQVLVWV� RQ� DQ� DJULFXOWXUDO� DJUHHPHQW� WKDW�FRPSOLHV�ZLWK�LWV�ZHOO�NQRZQ�&RPPRQ�$JULFXOWXUDO�3ROLF\��&$3��ZKLFK�SURYLGHV�IRU�OLPLWV�RQ�SURGXFWLRQ��D�KLJK�OHYHO�RI�H[WHUQDO�SURWHFWLRQ�DQG�KLJK�VXSSRUW�SULFHV�&ULWLFV�PDLQWDLQ�WKDW�WKH�&$3�FRXOG�EH�DQ�REVWDFOH�WR�(J\SW�DFKLHYLQJ�IXOO�PDUNHW�DFFHVV� IRU� LWV� DJULFXOWXUDO� SURGXFWV�� (YLGHQFH� IRU� WKLV� LV� WKH� 85� $JUHHPHQW� RQ�$JULFXOWXUH�� 1HJRWLDWLRQV� IRU� WKLV� DJUHHPHQW� ODVWHG� IRU� VHYHQ� \HDUV� EHFDXVH� WKH� (8�LQVLVWHG�RQ�HQVXULQJ�WKH�DJUHHPHQW¶V�FRPSDWLELOLW\�ZLWK�WKH�&$3��2QH�RI� WKH�UHSRUWV�E\�WKH�(8�VKRZV�WKH�GLIILFXOWLHV�WKH�(J\SWLDQ�QHJRWLDWRUV�IDFH��³7KH�UHVXOWV�RI�WKH�85�JLYH�WKH�(8�HQRXJK�URRP�WR�PDQHXYHU�WR�PDQDJH�LWV�RZQ�LQWHUQDO�SROLFLHV��,WV�PDUNHW�DFFHVV� FRPPLWPHQWV� GR� QRW� LQIULQJH� RQ� WKH� SULQFLSOH� RI� FRPPXQLW\� SUHIHUHQFH� DQG�QHZ� SRVVLELOLWLHV� KDYH� EHHQ� RSHQHG� XS� WR� (XURSHDQ� H[SRUWHUV��� ,WV� H[SRUW�FRPPLWPHQWV�DUH�FRPSDWLEOH�ZLWK�WKH������&$3�UHIRUP�DQG�WKH�SHDFH�FODXVH�SXWV�WKH�(8�RXW�RI�GDQJHU�RI�DQ\�DWWDFNV�WKDW�QRQ�(8�FRXQWULHV�PD\�PDNH�RQ�LWV�DJULFXOWXUDO�SROLFLHV�´�� �'LUHFWRUDWH�*HQHUDO�IRU�$JULFXOWXUH��������7KLV�LQGLFDWHV�WKDW�(J\SW�DQG�RWKHU�0HGLWHUUDQHDQ� FRXQWULHV� VKRXOG�QRW�KDYH�KLJK� H[SHFWDWLRQV� IRU� WKH� DJUHHPHQW��SDUWLFXODUO\� EHFDXVH� WKH� (8� FRQVLGHUV� (J\SW¶V� UHTXHVWV� XQUHDOLVWLF� EDVHG� RQ�DJUHHPHQWV�ZLWK�WKH�RWKHU�FRXQWULHV��ZKLFK�WUDGH�PRUH�ZLWK�WKH�(8�1HYHUWKHOHVV�� WKH� DVVRFLDWLRQ� DJUHHPHQW� ZLOO� EH� DQ� LPSRUWDQW� VWHS� WRZDUGV� WUDGH� OLEHUDOL]DWLRQ��SDUWLFXODUO\� EHFDXVH� WKH� (8� LV� (J\SW¶V� PDMRU� WUDGLQJ� SDUWQHU�� 7KH� DJUHHPHQW� ZLWK� WKH� (8� DOVR�HQFRXUDJHV�OLEHUDOL]LQJ�WUDGH�ZLWK�WKLUG�SDUWLHV��)RU�H[DPSOH��LI�(J\SW�HQWHUV�LQWR�WUDGH�DJUHHPHQWV�ZLWK�WKH� RWKHU�0HGLWHUUDQHDQ� FRXQWULHV�� LW� FRXOG� EHQHILW� IURP� WKH� FXPXODWLRQ� RI� RULJLQ� DOORZHG� IRU� LQ� WKH�DJUHHPHQWV� DOUHDG\� VLJQHG�ZLWK�7XQLVLD� DQG�0RURFFR��$Q�)7$�ZLWK� WKH�(8��KRZHYHU��ZLOO�QRW�RIIHU�LQFUHDVHG� PDUNHW� DFFHVV� XQOHVV� LW� LPSURYHV� WKH� DFFHVV� RI� (J\SWLDQ� DJULFXOWXUDO� H[SRUWV� WR� WKH� (8�
�� 7KH�(8�DOUHDG\�VLJQHG�DVVRFLDWLRQ�DJUHHPHQWV�RI�WKLV�QDWXUH�ZLWK�0RURFFR��7XQLVLD��,VUDHO��-RUGDQ��DQG�WKH�3DOHVWLQLDQ�1DWLRQDO�$XWKRULW\�DQG�LV�QHJRWLDWLQJ�VLPLODU�DJUHHPHQWV�ZLWK�WKH�*XOI�6WDWHV�WKDW�VKRXOG�EH�FRPSOHWHG�E\�������1HJRWLDWLRQV�ZLWK�6\ULD��$OJHULD�DQG�/HEDQRQ�KDYH�DOUHDG\�VWDUWHG��� 7KH�SULQFLSOH�RI�FRPPXQLW\ SUHIHUHQFH PHDQV�WKDW�SUHIHUHQFH�LV�JLYHQ�WR�JRRGV�SURGXFHG�LQVLGH�WKH�FRPPXQLW\��7KLV�SULQFLSOH�HQWDLOV�NHHSLQJ� WKH�SULFHV�RI� WKH�FRPPXQLW\�EHORZ�WKRVH�RI� LPSRUWV� WR� WKH�(XURSHDQ�PDUNHW��7KLV� OHG� WR� WKH� LQVWLWXWLRQ�RI� WZR�EDVLF�PHFKDQLVPV�RI� WKH�&$3�� LPSRUW� OHYLHV�DQG�H[SRUW� UHIXQGV� �VXEVLGHV� IRU� H[SRUWHG� FRPPXQLW\� SURGXFWV� WR�PDNH� WKHP�PRUH� FRPSHWLWLYH�RQ�ZRUOG�PDUNHWV���� 7KH� SHDFH� FODXVH�PHDQV� WKDW� WKH�&$3� LQVWUXPHQWV�ZLOO� QRW� EH� FRQWHVWHG� DV� ORQJ� DV� WKH� GLVFLSOLQHV�UHVXOWLQJ� IURP� WKH�85�$JUHHPHQW� LQ� WKH� IROORZLQJ� WKUHH� DUHDV� DUH� IXOO\� REVHUYHG�� GRPHVWLF� VXSSRUW��H[SRUW�VXEVLGLHV�DQG�PDUNHW�DFFHVV��
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PDUNHWV�� ,I� WKH� DJUHHPHQW� LV� QRW� VLJQHG� (J\SW¶V� DFFHVV� WR� WKH� (8�PDUNHW�ZLOO� ZRUVHQ� JLYHQ� WKDW� WKH�FRRSHUDWLRQ�DJUHHPHQW�RI������ZLOO�QRW�EH�UHQHZHG�DQG�(J\SWLDQ�H[SRUWV�ZLOO�FRQVHTXHQWO\�IDFH�0)1�WDULII�UDWHV�RQ�WKH�(8�PDUNHWV��
$Q�)7$�ZLWK�WKH�8QLWHG�6WDWHV(J\SW�KDV�SUHIHUHQWLDO�DFFHVV�WR�WKH�86�PDUNHWV�WKURXJK�WKH�$PHULFDQ�*63�UHJLPH�WKDW�RIIHUV�GXW\�IUHH�DFFHVV�WR�������WDULII�OLQHV²DERXW�RQH�WKLUG�RI�DOO�86�WDULII�OLQHV��1HDUO\��� SHUFHQW�RI�WKH�*63�DSSOLHV�WR� LQGXVWULDO� SURGXFWV�� WZR�WKLUGV� UHODWH� WR�PDFKLQHU\� DQG�PHFKDQLFDO� DSSOLDQFHV�� FKHPLFDO� SURGXFWV��EDVLF� PHWDOV�� DQG� RSWLFDO�� SKRWRJUDSK\� DQG� FLQHPDWRJUDSK\� SURGXFWV�� � SHUFHQW� FRYHUV� WH[WLOHV� DQG�WH[WLOH�SURGXFWV� WR�WKH�8QLWHG�6WDWHV�� WKH�UHPDLQLQJ��� SHUFHQW�DSSOLHV�WR�DJULFXOWXUDO�SURGXFWV��7DULIIV�RQ�RWKHU�H[SRUWV�DUH�VHW�DFFRUGLQJ�WR�:72�UHJXODWLRQV��8QGHU�WKH�*63�UHJLPH��(J\SW�H[SRUWHG�D�WRWDO�RI�������PLOOLRQ�LQ�������DERXW�� SHUFHQW�RI�(J\SW¶V�WRWDO�H[SRUWV�WR�WKH�8QLWHG�6WDWHV�WKDW�\HDU��(J\SW��LQ� UHWXUQ�� JUDQWV� 0)1� VWDWXV� WR� LPSRUWV� IURP� WKH� 8QLWHG� 6WDWHV� DFFRUGLQJ� WR� LWV� :72� REOLJDWLRQV��&RPSDUHG� WR� WKH� (8� V\VWHP� RI� SUHIHUHQFHV�� WKH�$PHULFDQ�*63� LV� OHVV� IDYRUDEOH�� 7KH�(8� V\VWHP� LV�PRUH�UHOLDEOH�EHFDXVH�RI�LWV�FRQWUDFWXDO�QDWXUH�DQG�EHFDXVH�LW�SURYLGHV�(J\SW�ZLWK�EHWWHU�PDUNHW�DFFHVV�VLQFH�WKH�FRYHUDJH�RI�WKH�$PHULFDQ�*63�LV�PRUH�OLPLWHG�(J\SW� DQG� WKH�8QLWHG�6WDWHV� DJUHHG� LQ�0D\������ WR� EHJLQ� WDONV� RQ� D�7UDGH� DQG�,QYHVWPHQW�)UDPHZRUN�$JUHHPHQW��7,)$���8�6��(PEDVV\�LQ�&DLUR��������7KH�7,)$�LV� W\SLFDOO\� D� IRUXP� IRU� GLVFXVVLQJ� DQG� PRQLWRULQJ� WUDGH� DQG� LQYHVWPHQW� LVVXHV��LGHQWLI\LQJ� LPSHGLPHQWV� WR� WUDGH� DQG� LQYHVWPHQW� DQG� ZRUNLQJ� WR� UHPRYH� WKHVH�LPSHGLPHQWV��$�7,)$�LV�QRW�D�ELQGLQJ�PHFKDQLVP�IRU�UHVROYLQJ�GLVSXWHV��7KH�7,)$�LV�H[SHFWHG� WR� EH DQ� LQWHUPHGLDU\� VWHS� EHIRUH� EHJLQQLQJ� WDONV� IRU� D� IUHH� WUDGH� DUHD�DJUHHPHQW�DW�VRPH�WLPH�LQ�WKH�IXWXUH��:KHQ�SROLWLFDO�DQG�HFRQRPLF�FRQGLWLRQV�DUH�VXLWDEOH�WR�LQLWLDWH�DQ�(J\SW�86�IUHH�WUDGH�DJUHHPHQW�� WKH�DJUHHPHQW�ZLOO� OLNHO\�EH�ILQDOL]HG�PRUH�TXLFNO\� WKDQ�WKH�(J\SW�(8�QHJRWLDWLRQV��7KLV�LV�PDLQO\�EHFDXVH�WKH�8QLWHG�6WDWHV�DJULFXOWXUDO�VHFWRU�LV�QRW�DV�YXOQHUDEOH� DV� WKDW� RI� WKH�(8�ZLWK� LWV�&$3�SROLF\��$OVR�� WKH�SURVSHFWV� DUH�EHWWHU� IRU�RIIHULQJ� (J\SW� PRUH� PDUNHW� DFFHVV�� LI� WKH� 1$)7$�$JUHHPHQW� EHWZHHQ� WKH� 8QLWHG�6WDWHV� DQG�0H[LFR� LV� WDNHQ� DV� D�PRGHO� IRU� DQ� DJUHHPHQW�ZLWK�(J\SW�� ,Q� DGGLWLRQ� WR�OLEHUDOL]LQJ� WUDGH� LQ� LQGXVWULDO� SURGXFWV�� 1$)7$� DOVR� PDQDJHG� WR� DFKLHYH� WKLV� IXOO�OLEHUDOL]DWLRQ�LQ�WKH�DJULFXOWXUDO�VHFWRU��2IILFH�RI�WKH�8�6��7UDGH�5HSUHVHQWDWLYH �������7DEOH���VKRZV�WKH�LPSDFW�RI�WKH�1$)7$�RQ�WDULIIV�LQ�0H[LFR�DQG�WKH�8QLWHG�6WDWHV��*LYHQ�WKH�UHODWLYHO\�KLJK�WDULIIV�DSSOLHG�LQ�(J\SW�DQG�WKH�LPSRUWDQFH�RI�WKH�8QLWHG�6WDWHV� DV� D� WUDGLQJ� SDUWQHU� WR� (J\SW�� DQ� )7$� ZLWK� WKH� 8QLWHG� 6WDWHV� ZLOO� HQWDLO� DVLJQLILFDQW� UHGXFWLRQ�RI�(J\SW¶V�DYHUDJH�QRPLQDO�SURWHFWLRQ��%\�HOLPLQDWLQJ�DOO� WDULII�DQG�QRQWDULII�EDUULHUV�RQ�(J\SWLDQ�H[SRUWV�WR�WKH�8QLWHG�6WDWHV��WKLV�)7$�ZLOO�LQFUHDVH�DFFHVV�WR�86�PDUNHWV��7KLV�LV�WKH�FDVH�EHFDXVH�LQ�WKH�DEVHQFH�RI�DQ�)7$��WKH�(J\SWLDQ�



(&(6�:3����5HIDDW�����

��

H[SRUWV� ZLOO� FRQWLQXH� WR� IDFH� WDULII� EDUULHUV� RQ� WKH� 86� PDUNHWV� HYHQ� DIWHU� WKH� IXOO�LPSOHPHQWDWLRQ�RI� WKH�85�$JUHHPHQW��ZKLFK�FRPPLWV� WKH�8QLWHG�6WDWHV� WR�UHGXFLQJ�WKH� WUDGH�ZHLJKWHG� DYHUDJH� WDULII� RQ� WH[WLOHV� IURP� �� SHUFHQW� WR� �� SHUFHQW�� )RU�VSHFLILF� WH[WLOH� LPSRUWV�� VXFK� DV� FORWKLQJ��ZRYHQ� FRWWRQ� IDEULFV� DQG� WH[WLOH� \DUQ� DQG�WKUHDG��WKH�86�WDULII�ZLOO�EH����SHUFHQW�����SHUFHQW�DQG����� SHUFHQW��UHVSHFWLYHO\�DIWHU�WKH� 85� $JUHHPHQW�� $OVR�� LPSRUWDQW� (J\SWLDQ� DJULFXOWXUDO� H[SRUWV�� VXFK� DV� IUHVK�YHJHWDEOHV��ZLOO�FRQWLQXH�WR�EH�VXEMHFW�WR�WDULIIV�HTXDO�WR����� SHUFHQW�

7DEOH��� 7DULII�5HGXFWLRQV�LQ�0H[LFR�DQG�WKH�8QLWHG�6WDWHV�'XH�WR�1$)7$3URGXFW�*URXSLQJV 0H[LFR 8QLWHG�6WDWHV (QG�RI�7UDQVLWLRQ�3HULRG���� ���� ���� ����$QLPDOV�DQG�SURGXFWV ��� ��� ��� � 3KDVLQJ�RXW�WDULIIV�DQG�WKH9HJHWDEOH�SURGXFWV
 ��� ��� ��� ��� LPPHGLDWH�RU�SKDVHG:D[HV��IDWV�DQG�RLO ���� ��� ��� ��� HOLPLQDWLRQ�RI�LPSRUWDQW)RRG��EHYHUDJHV�DQG�WREDFFR ���� ��� ��� ��� QRQWDULII�EDUULHUV0LQHUDO�SURGXFWV ��� ��� ��� �&KHPLFDOV�DQG�UHODWHG�SURGXFWV ���� ��� ��� ���3ODVWLFV��UXEEHU�DQG�UHODWHG�SURGXFWV ���� ��� ��� ���/HDWKHU��WUDYHO�IRRGV��HWF� ��� ��� ��� ���:RRG�DQG�UHODWHG�DUWLFOHV ���� ��� ��� ���3XOS��SDSHU�DQG�UHODWHG�SURGXFWV ��� ��� ��� ���7H[WLOHV�DQG�DSSDUHO

 ���� ��� ��� ���6KRHV��KHDGJHDU�DQG�UHODWHG�SURGXFWV ���� ��� ��� ���
&HUDPLFV��JODVV�DQG�UHODWHG�SURGXFWV ���� ��� ��� ���-HZHOU\��SUHFLRXV�PHWDOV�DQG�VWRQHV ��� ��� ��� �%DVH�PHWDOV�DQG�DUWLFOHV ���� ��� ��� ���(OHFWURQLF�JRRGV�DQG�DSSOLDQFHV ���� ��� ��� ���7UDQVSRUW�HTXLSPHQW ���� ��� ��� ���6FLHQWLILF�DQG�RWKHU�LQVWUXPHQWV ���� ��� ��� ���$UPV�DPPXQLWLRQ ���� � ��� �$UW�DQG�DQWLTXHV ���� � � �
�1$)7$�HOLPLQDWHG�DOO�QRQWDULII�EDUULHUV�DQG�ZLOO�HOLPLQDWH�DOO�WDULIIV�E\�WKH�\HDU�������

�7DULIIV�ZLOO�EH�SKDVHG�RXW�LQ����\HDUV�IRU�SURGXFWV�WKDW�PHHW�UXOHV�RI�RULJLQ�UHTXLUHPHQWV��,PSRUW�TXRWDV�LQ�WKH�8QLWHG�6WDWHV�ZLOO�EH�OLIWHG�LPPHGLDWHO\�IRU�RULJLQDWLQJ�JRRGV��%DUULHUV�FRYHULQJ��� SHUFHQW�RI�WH[WLOHV�DQG�DSSDUHO�WUDGH�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�0H[LFR�ZLOO�EH�HOLPLQDWHG�LQ�VL[�\HDUV�RU�OHVV��

6RXUFHV��2IILFH�RI�WKH�8�6��7UDGH�5HSUHVHQWDWLYH���������2SHUDWLRQ�DQG�(IIHFW�RI�WKH�1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW��8�6��'HSW��RI�&RPPHUFH��2IILFH�RI�7H[WLOHV�DQG�$SSDUHO��6HFWRU�6XPPDU\�IRU�7H[WLOHV�DQG�$SSDUHO�LQ�1$)7$��
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$)7$�DQG�(J\SW�$UDE�%LODWHUDO�)7$V7KH�$)7$�ZDV�ODXQFKHG�RQ�-DQXDU\����������$FFRUGLQJ�WR�WKLV�DJUHHPHQW��DQ�$UDE�IUHH�WUDGH�DUHD�ZLOO�EHJLQ� DIWHU� ���\HDUV��ZKLFK�PHDQV� WKDW� WDULII� EDUULHUV�ZLOO�EH�HOLPLQDWHG�ZLWKLQ� WKHVH����\HDUV��7DULII�UHGXFWLRQV�DOUHDG\�EHJDQ�LQ�-DQXDU\������ZLWK�D��� SHUFHQW�UHGXFWLRQ�RQ�WDULIIV��WD[HV�DQG�GXWLHV�ZLWK�VLPLODU�HIIHFWV��)DZ]\�����D���$V�UHJDUGV�17%V��D�FRPPRQ�OLVW�RI�JRRGV�SURKLELWHG�IRU�KHDOWK��VHFXULW\�DQG� UHOLJLRXV� UHDVRQV� KDV� EHHQ� SUHSDUHG�� 7KH� HOLPLQDWLRQ� RI� WKH� UHPDLQLQJ�17%V�ZLOO� EH� QHJRWLDWHG�ZLWK� WKH� FRQFHUQHG� FRPPLWWHH�� ,Q� FDVH� VRPH� PHPEHUV GR� QRW� UHPRYH� XQMXVWLILHG� 17%V�� WKH� RWKHU�PHPEHUV�FDQ�DSSO\�WKH�SULQFLSOH�RI�UHFLSURFLW\��(DFK�FRXQWU\�LV�DOORZHG�WR�GUDZ�D�OLVW�RI�PDQXIDFWXUHG�JRRGV� WR� EH� H[HPSWHG� IURP� WDULII� DQG� QRQWDULII� UHGXFWLRQV�� VR� WKDW� ORFDO� LQGXVWULHV� FDQ� UHVWUXFWXUH� WR�ZLWKVWDQG�FRPSHWLWLRQ��=DUURXN��������)LQDOO\�� WKH�DJUHHPHQW�DOORZV�DJULFXOWXUDO�SURGXFWV��GXULQJ�WKH�KDUYHVW�VHDVRQ��WR�EH�RXWVLGH�WDULII�UHGXFWLRQ�WKURXJKRXW�WKH�WUDQVLWLRQ�SHULRG��(DFK�FRXQWU\�LV�DOORZHG�WR�LQFOXGH�D�PD[LPXP�RI����SURGXFWV�H[HPSWHG�GXULQJ�KDUYHVW�SURYLGHG�WKDW�H[HPSWLRQV�GR�QRW�H[FHHG�D�WRWDO�GXUDWLRQ�RI�PRUH�WKDQ����PRQWKV��$V�RI�1RYHPEHU�������DOPRVW�D�\HDU�IURP�ODXQFKLQJ�$)7$��RQO\����RI����$UDE�FRXQWULHV�VLJQLQJ�WKH�$)7$�KDG�EHJXQ�LPSOHPHQWDWLRQ²(J\SW�EHLQJ�RQH�RI�WKHP��%HVLGHV�MRLQLQJ�WKH�$)7$��(J\SW�KDV�EHHQ�LQYROYHG�LQ�ELODWHUDO�WUDGH�DJUHHPHQWV�ZLWK�D�QXPEHU�RI�$UDE�FRXQWULHV��� 7KH�$UDE�/HDJXH�DQG�WKH�$)7$�HQFRXUDJH�RWKHU�DJUHHPHQWV� WKDW� DOORZ� $UDE� FRXQWULHV� WR� XQLODWHUDOO\�� ELODWHUDOO\� RU� PXOWLODWHUDOO\�HVWDEOLVK� IUHH� WUDGH� DUHDV� DV� D� VWHS� WRZDUGV� D� FRPSUHKHQVLYH�$)7$� WR� EH� VLJQHG� LQ������� 7KH� DJUHHPHQWV� (J\SW� KDV� VLJQHG� VR� IDU�� RU� LV� FXUUHQWO\� QHJRWLDWLQJ�� DLP� DW�HVWDEOLVKLQJ� IUHH� WUDGH� DUHDV�� XVXDOO\� IRU� D� SHULRG� RI� ILYH� \HDUV�� DV� D� PRUH� UDSLG�DSSURDFK�WR�OLEHUDOL]LQJ�LQWUD�$UDE�WUDGH��FRPSDUHG�WR�WKH�ORQJHU�WHUP�$)7$��$)7$�DQG�WKH�$UDE�ELODWHUDO�DJUHHPHQWV�DUH�LPSRUWDQW�LQ�WKHLU�RZQ�ULJKW��EHFDXVH�WKH\� FDQ� UHGXFH� WKH� µKXE�DQG�VSRNHV� HIIHFW¶� OLNHO\� ZLWK� WKH� (8�0HGLWHUUDQHDQ�DJUHHPHQWV��7KH\� FDQ� DOVR� HQKDQFH�ERUGHU� WUDGH� LQ�EXON\�DQG�VKRUW�OLYHG�JRRGV�DQG�HQFRXUDJH� $UDE� MRLQW� YHQWXUHV�� ,W� LV� H[SHFWHG�� KRZHYHU�� WKDW� WKH� $)7$� ZLOO� KDYH�OLPLWHG� � LPSDFW� RQ� � WUDGH� � OLEHUDOL]DWLRQ� � LQ�(J\SW�� )LUVW�� (J\SW¶V� � WUDGH� �ZLWK�$UDE�VWDWHVFRQVWLWXWHV� RQO\� D� VPDOO� SRUWLRQ� RI� LWV� WRWDO� WUDGH�� 6HFRQG�� (J\SW� DOUHDG\� H[FKDQJHV�JRRGV� DW� ]HUR� WDULII� ZLWK� VHYHQ� $UDE� FRXQWULHV� DQG� RIIHUV� RWKHUV� SUHIHUHQWLDO� WDULII�WUHDWPHQW� �$O� $KUDP� 1HZVSDSHU� ��� $SULO� ������� 7KH� LPSDFW� RQ� (J\SW¶V� PDUNHW�DFFHVV�ZLOO�GHSHQG�RQ�WKH�UHDGLQHVV�RI�$UDE�FRXQWULHV�WR�DEDQGRQ�WKH�UHVWULFWLYH�17%V�WKH\� LPSRVH� RQ� LPSRUWV� RI� DJULFXOWXUDO� SURGXFWV� RWKHU� LPSRUWV�� DV� ZHOO� DV� RQ� WKHLU�DELOLW\�WR�RYHUFRPH�WKH�H[LVWLQJ�LQVWLWXWLRQDO�DQG�LQIUDVWUXFWXUDO�FRQVWUDLQWV�WKDW�FRXOG�VLJQLILFDQWO\�OLPLW�WUDGLQJ�RSSRUWXQLWLHV�DPRQJ�WKHP�
�� (J\SW�KDV�DOUHDG\�VLJQHG�IUHH�WUDGH�DJUHHPHQWV�ZLWK�-RUGDQ���������7XQLVLD��������DQG�0RURFFR��������DQG�LV�LQ�WKH�SURFHVV�RI�QHJRWLDWLQJ�WUDGH�DJUHHPHQWV�ZLWK�/HEDQRQ��.XZDLW��6\ULD��<HPHQ��
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&20(6$(J\SW� MRLQHG�&20(6$�LQ�-XQH�������86�(PEDVV\� LQ�&DLUR��-XO\��������7KLV� WUDGH�DJUHHPHQW�HVWDEOLVKHV�IUHH�WUDGH�EHWZHHQ�LWV����VLJQDWRU\�FRXQWULHV�E\�WKH�\HDU�������%\�������WKHVH�FRXQWULHV�ZLOO�LQWURGXFH�D�FRPPRQ�H[WHUQDO�WDULII��&(7��VWUXFWXUH��WR�GHDO�ZLWK�WKLUG�SDUWLHV��� 7KH�PHPEHU�FRXQWULHV�DJUHHG�WKDW�WKH�&(7�RQ�FDSLWDO�JRRGV�ZLOO�EH�]HUR�DQG���SHUFHQW�RQ�UDZ�PDWHULDOV�����SHUFHQW�RQ�LQWHUPHGLDWH�JRRGV��DQG����SHUFHQW�RQ�ILQDO�JRRGV�,Q�������(J\SW¶V�LPSRUWV�XQGHU�&20(6$�FRQVWLWXWHG�RQO\���� SHUFHQW�RI�LWV�WRWDO�LPSRUWV�� DQG� H[SRUWV� WR� &20(6$� FRXQWULHV� ZHUH� RQO\� ��� SHUFHQW� RI� DOO� (J\SWLDQ�H[SRUWV�� $FFRUGLQJO\�� &20(6$� ZLOO� KDYH� RQO\� D� OLPLWHG� LPSDFW� RQ� WUDGH�OLEHUDOL]DWLRQ� LQ� (J\SW�� 7KH�PRVW� UHFHQW� DYHUDJH� WDULII� DYDLODEOH� WR� VRPH�&20(6$�FRXQWULHV� LQGLFDWHV� WKDW� WKH� GXW\�IUHH� HQWU\� RI� (J\SWLDQ� H[SRUWV� LQWR� WKLV� $IULFDQ�PDUNHW�FRXOG�VLJQLILFDQWO\�LQFUHDVH�LWV�PDUNHW�DFFHVV� ��7R�FRQFOXGH��LI�(J\SW�HQWHUV�LQWR�)7$V�ZLWK�WKH 8QLWHG�6WDWHV�DQG�WKH�(XURSHDQ�8QLRQ��(J\SW�ZLOO�HQMR\�D�VLJQLILFDQWO\�PRUH� OLEHUDO� WUDGH�UHJLPH� LQ� WKH����\HDUV�IURP�WKH�VLJQLQJ�GDWH��KRZHYHU�� WKLV� LV�QRW� WKH� ZKROH� VWRU\�� (J\SW� IDFHV� PDMRU� FKDOOHQJHV� WR� VXUYLYH� LQ� WKLV� JOREDO� HQYLURQPHQW� DQG� PXVW�ZLWKVWDQG�ILHUFH�FRPSHWLWLRQ� LQ� LQWHUQDWLRQDO�DQG�GRPHVWLF�PDUNHWV��7KHVH�FKDOOHQJHV�DUH�GLVFXVVHG�LQ�GHWDLO�LQ�WKH�QH[W�VHFWLRQ��
9���)XWXUH�&KDOOHQJHV
([SRUW�SURVSHFWV�DUH�D�PDMRU�FRQFHUQ�IRU�(J\SW�JLYHQ�WKH�QHZ�LQWHUQDWLRQDO�WUDGH�HQYLURQPHQW��ZKLFK�LV�EHFRPLQJ� PRUH� OLEHUDO� RYHU� WLPH�� 7KH� RXWFRPH� RI� (J\SW¶V� WUDGH� OLEHUDOL]DWLRQ� ZLOO� GHSHQG� RQ� WKH�FRXQWU\¶V� DELOLW\� WR� FRPSHWH� LQ� JOREDO� PDUNHWV�� ,Q� WKH� (8� PDUNHWV�� IRU� H[DPSOH�� (J\SW� ZLOO� IDFH�DJJUHVVLYH�FRPSHWLWLRQ�IURP�WKH�&HQWUDO�DQG�(DVWHUQ�(XURSHDQ�&RXQWULHV�WKDW�VKDUH�(J\SW¶V�DGYDQWDJH�RI�UHODWLYHO\�FKHDS�ODERU�DQG�JHRJUDSKLFDO�SUR[LPLW\�WR�WKH�(8��,Q�WKH�86�PDUNHW��WKHUH�DUH�WKH�1$)7$�PHPEHU� FRXQWULHV� WKDW� DOVR� SRVH� D� FRPSHWLWLYH� WKUHDW�� 7R� IDFH� WKLV� FKDOOHQJH�� (J\SW� PXVW� EH� PRUH�HQJDJHG�LQ�VXEFRQWUDFWLQJ�DFWLYLWLHV�ZLWK�LWV�PDMRU�WUDGLQJ�SDUWQHUV��PDLQWDLQLQJ�D�UHVSRQVLYH�H[FKDQJH�UDWH�DQG�LPSURYLQJ�WKH�ORQJ�WHUP�LQGLFDWRUV�RI�FRPSHWLWLYHQHVV�

%DKUDLQ��DQG�6DXGL�$UDELD��(J\SW�KDV�DOVR�VLJQHG�HFRQRPLF�FRRSHUDWLRQ�DJUHHPHQWV�ZLWK�/LE\D�WKDW�PD\�OHDG�WR�HYHQWXDO�QHJRWLDWLRQV�IRU�IUHH�WUDGH�DUHD�EHWZHHQ�WKHP��� 7KHVH�FRXQWULHV� DUH��$QJROD��%XUXQGL��&RPRURV��&RQJR��'MLERXWL��(J\SW��(ULWUHD��(WKLRSLD��.HQ\D��0DGDJDVFDU��0DODZL��0DXULWLXV��1DPLELD��5ZDQGD��6H\FKHOOHV��6XGDQ��6ZD]LODQG��7DQ]DQLD��8JDQGD��=DPELD��DQG�=LPEDEZH���� 7KH�WDULII�UDWHV�IRU�VRPH�&20(6$�FRXQWULHV�DUH��%XUXQGL ���SHUFHQW��(WKLRSLD������SHUFHQW��.HQ\D������ SHUFHQW�� 0DODZL� ��� SHUFHQW�� 0DXULWLXV� ��� SHUFHQW�� 5ZDQGD� ��� SHUFHQW�� 6XGDQ� ��� SHUFHQW��7DQ]DQLD������SHUFHQW��8JDQGD������SHUFHQW��DQG�=LPEDEZH������SHUFHQW��
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)LUVW�� (J\SW� QHHGV� WR� EH� HQJDJHG� WR� D� PXFK� ODUJHU� H[WHQW� LQ� VXEFRQWUDFWLQJ� DFWLYLWLHV� ZLWK� WKH�(XURSHDQ�8QLRQ�DQG WKH�8QLWHG�6WDWHV�LI�LW�LV�WR�FRPSHWH�LQ�WRGD\¶V�JOREDO�WUDGLQJ��3RVVLEOH�LQGXVWULHV�IRU�FRRSHUDWLRQ�DUH�OHDWKHU��JDUPHQWV��PDFKLQHU\��DQG�IXUQLWXUH��7KH�H[SHULHQFHV�RI�&HQWUDO�DQG�(DVWHUQ�(XURSH�DQG�0H[LFR�ZLWK�VXEFRQWUDFWLQJ�KDYH�SURYHQ�VXEFRQWUDFWLQJ�WR�EH�D�VRXQG�PHWKRG�IRU�UHGXFLQJ�WKH� ULVNV� DQG� FRVWV� RI� GHYHORSLQJ� H[SRUW� PDUNHWV� ZKLOH� LQFUHDVLQJ� H[SRUWV�� 6XEFRQWUDFWLQJ� LQFUHDVHG�&HQWUDO� DQG� (DVWHUQ� (XURSHDQ� H[SRUWV� WR� WKH� (8� E\� �� SHUFHQW� EHWZHHQ� ����� DQG� ����� �+RHNPDQ��������6LQFH�1$)7$�EHJDQ�LQ�������0H[LFR¶V�H[SRUWV�WR�WKH�8QLWHG�6WDWHV�KDYH�PRUH�WKDQ�WULSOHG��86�,QWHUQDWLRQDO� 7UDGH�&RPPLVVLRQ� ������� 7KH� LQFUHDVHG� LPSRUWV� RI� DSSDUHO� IURP�0H[LFR� DUH� SULPDULO\�GXH� WR� 1$)7$� SURYLVLRQV� WKDW� HQDEOH� GXW\�IUHH� DQG� TXRWD�IUHH� HQWU\� IRU� DSSDUHO� DVVHPEOHG� ZKROO\�IURP�IDEULFV�WKDW�DUH�IRUPHG�DQG�FXW�LQ�WKH�8QLWHG�6WDWHV��7ZR�WKLUGV�RI�0H[LFR¶V�WH[WLOHV�DQG�DSSDUHO�H[SRUWV� WR� WKH�8QLWHG�6WDWHV�DUH�FXUUHQWO\�PDQXIDFWXUHG�XVLQJ�86�FRPSRQHQWV��XS�IURP��� SHUFHQW� LQ�������6HFRQG��(J\SW�QHHGV�WR�PDLQWDLQ�D�UHVSRQVLYH�H[FKDQJH�UDWH��:LWK�WKH�RSHQLQJ�RI�WKH�(J\SWLDQ�HFRQRP\��(J\SW¶V�LPSRUWV�DUH�H[SHFWHG�WR�ULVH��WKXV�LPSRVLQJ�SUHVVXUHV�RQ� WKH� (J\SWLDQ� SRXQG�� ZKLFK� LV� OLNHO\� WR� DSSUHFLDWH�� )XUWKHUPRUH�� WKH� VLJQLILFDQW�FXUUHQF\� GHYDOXDWLRQ� LQ� VRPH� $VLDQ� FRXQWULHV� YLV�j�YLV� WKH� GROODU�� D� IDFWRU� LQ� WKH�UHFHQW�$VLDQ� ILQDQFLDO� FULVLV�� SXWV� DGGLWLRQDO� SUHVVXUH� RQ� WKH�(J\SWLDQ� SRXQG��� 7KH�HQKDQFHG� FRPSHWLWLYHQHVV� LQ� WKHVH� FRXQWULHV� FRXOG� DIIHFW (J\SW¶V� H[SRUW� SURVSHFWV��0DLQWDLQLQJ� D� UHVSRQVLYH� H[FKDQJH� UDWH� LV� DOVR� LPSRUWDQW� EHFDXVH� D� VWHHS� UHDO�DSSUHFLDWLRQ�WKDW�XQGHUPLQHV�WKH�FXUUHQW�DFFRXQW�JHQHUDWHV�H[SHFWDWLRQV�RI�UH�LPSRVHG�WUDGH� FRQWUROV�� $OVR�� D� ZLGHO\� IOXFWXDWLQJ� UHDO� H[FKDQJH� UDWH� LPSOLHV� XQFHUWDLQ�SURILWDELOLW\� LQ�PDQ\�VHFWRUV��7KHVH� WZR�IDFWRUV�KDPSHU�WKH�UHDOORFDWLRQ�RI�UHVRXUFHV�WRZDUGV�PRUH�SURGXFWLYH�VHFWRUV��

�� %HWZHHQ�-DQXDU\������DQG�-DQXDU\�������WKH�QRPLQDO�GHSUHFLDWLRQ�LQ�WKH�ILYH�PRVW�DIIHFWHG�$VLDQ�FRXQWULHV��.RUHD��0DOD\VLD��7KDLODQG��,QGRQHVLD��DQG�WKH�3KLOLSSLQHV��UDQJHG�EHWZHHQ����SHUFHQW�DQG����SHUFHQW��DQG�WKH�UHDO�HIIHFWLYH�H[FKDQJH�UDWH�GHSUHFLDWLRQ�UDQJHG�IURP����SHUFHQW�WR����SHUFHQW�
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7KLUG�� (J\SW� PXVW� DFTXLUH� WKH� ORQJ�UXQ� GHWHUPLQDQWV� RI� FRPSHWLWLYHQHVV�� 7KHVH�LQFOXGH� REWDLQLQJ� DQG� XVLQJ� WHFKQRORJ\�� GHYHORSLQJ� KXPDQ� FDSLWDO�� SURPRWLQJ�LQYHVWPHQW�� PDNLQJ� WKH� LQVWLWXWLRQV� WKDW� LQIOXHQFH� WUDGH� HIILFLHQW�� DQG� HQVXULQJ� WKH�RYHUDOO�HIILFLHQF\�RI�HFRQRPLF�DFWLYLW\�DQG�UHOLDEOH�LQIUDVWUXFWXUH��5DMDSDWLUDQD��������(J\SW� KDV�PDGH� VLJQLILFDQW� SURJUHVV� LQ�PDFURHFRQRPLF� DQG� VWUXFWXUDO� UHIRUPV�� \HW��PRUH� HIIRUWV� DUH� VWLOO� UHTXLUHG� �*DODO� DQG� 7RKDP\� ������� 6WUXFWXUDO� UHIRUPV� DUH� DQ�HVVHQWLDO� SDUW� RI� D� PRUH� FRPSUHKHQVLYH� UHIRUP� DJHQGD�� $� FRPSUHKHQVLYH� UHIRUP�DJHQGD� WKDW� H[WHQGV� EH\RQG� WUDGH� SROLFLHV� ZRXOG� KHOS� IXUWKHU� (J\SW¶V� WUDGH� DJHQGD�DQG� DFKLHYH� WKH� GHVLUHG� GLYHUVLILFDWLRQ� WKDW� UHOLHV� RQ� WKH� SULYDWH� VHFWRU� LQLWLDWLYH��5HIRUP� RI� ODERU� PDUNHWV�� GRPHVWLF� UHJXODWLRQ� DQG� FDSLWDO� PDUNHWV� ZRXOG� DOORZ�DGMXVWPHQW�WR�FKDQJHV�LQ�ZRUOG�PDUNHWV�WKXV�SUHYHQWLQJ�WKH�EXLOG�XS�RI�RSSRVLWLRQ�WR�OLEHUDOL]DWLRQ�1HJRWLDWLQJ�PRUH�WKDQ�RQH�)7$�DW�D�WLPH�LV�DQ�DGGLWLRQDO�FKDOOHQJH�(J\SW�IDFHV��(DFK�)7$�ZLOO�KDYH� LWV�RZQ�VHW�RI� UXOHV�RI�RULJLQ� WKDW�JRYHUQ� WKH�GXW\�IUHH�HQWU\�RI�JRRGV� LQWR� WKH�PHPEHU�FRXQWULHV��7KH�(J\SWLDQ�QHJRWLDWLQJ� WHDPV VKRXOG�FRRUGLQDWH�WR�HQVXUH�WKDW�WKH�YDULRXV�UXOHV�DUH�FRQVLVWHQW��1XPHURXV�VHWV�RI�UXOHV�RI�RULJLQ�ZLOO�EH�DQ�DGPLQLVWUDWLYH�FRPSOLFDWLRQ�DQG�ZLOO�FDXVH�FRQIXVLRQ�EHWZHHQ�H[SRUWHUV²YLUWXDOO\�D�QHZ�WUDGH�EDUULHU��)RU� (J\SW�� WKH� IHDU� RI� WKH� WUDGH� GLYHUVLRQ� GXH� WR� )7$V� LV� PLQLPDO�� \HW� WKHUH�UHPDLQV� WKH� KXE�DQG�VSRNHV� HIIHFW� UHVXOWLQJ� IURP� DJUHHPHQWV� ZLWK� WKH� (XURSHDQ�8QLRQ�DQG�WKH�8QLWHG�6WDWHV���� $V�WKH�(8�LV�OLNHO\�WR�H[SDQG�EHIRUH������WR�LQFOXGH�VHYHUDO�FRXQWULHV�IURP�&HQWUDO�DQG�(DVWHUQ�(XURSH��WKH�KXE�ZLOO�EHFRPH�HYHQ�ELJJHU��(J\SW�� WKHUHIRUH�� QHHGV� WR� EH� HQJDJHG� VLPXOWDQHRXVO\� LQ� )7$V� ZLWK� RWKHU�0HGLWHUUDQHDQ� FRXQWULHV�� DQG� $UDE�$UDE� WUDGH� OLEHUDOL]DWLRQ� QRZ� KDV� DQ� DGGLWLRQDO�LQFHQWLYH�
9,���&RQFOXGLQJ�5HPDUNV2YHU�WKH�SDVW�WZR�GHFDGHV��(J\SW¶V�WUDGH�UHJLPH�KDV�EHFRPH�PRUH�OLEHUDO�DV�LQGLFDWHG�E\� WKH�GHFOLQH� LQ� WKH�DYHUDJH� WDULII��GLVSHUVLRQ�RI� WDULII� UDWHV�� WUDGH� WD[HV�DQG�GXWLHV��UHGXFHG�SURGXFWLRQ�FRYHUDJH�RI�17%V��DQG�ILQDOO\�E\�WKH�XQLILFDWLRQ�DQG�GHYDOXDWLRQ�RI� WKH�(J\SWLDQ�SRXQG��<HW� LQGLFDWRUV�VKRZ�WKDW�(J\SW�KDV�FRQVLVWHQWO\�EHFRPH� OHVV�RSHQ� WKDQ� WKH� IDVW�JURZLQJ� HFRQRPLHV�� RYHU� WKH�SHULRG�RI� WKH� VWXG\�� DQG�KDV�JURZQ�
�� 7KLV�LV�EHFDXVH�(J\SW�ZLOO�EH�HQJDJHG�LQ�WKHVH�DJUHHPHQWV�ZLWK�LWV�PDMRU�WUDGLQJ�SDUWQHUV��7KH�(XURSHDQ�8QLRQ� WKH�8QLWHG�6WDWHV�DQG�$UDE�FRXQWULHV�WRJHWKHU�DFFRXQW�IRU����SHUFHQW�RI�(J\SW¶V�
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OHVV� RSHQ� DQG� OHVV� LQWHJUDWHG� ZLWK� WKH� JOREDO� HFRQRP\� RYHU� WLPH�� (J\SW¶V�FRPSDUDWLYHO\�ORZ�WUDGH�SURILOH�FDQ�EH�DWWULEXWHG�WR�WKH�RYHUDOO�EXVLQHVV�HQYLURQPHQW��SXEOLF�VHFWRU�GRPLQDQFH�RI�HFRQRPLF�DFWLYLW\�DQG�UHODWLYHO\�KLJK�WDULII�EDUULHUV��2QH�SRVVLEOH�UHDVRQ�IRU�(J\SW¶V�WXUQ�LQZDUG�LV�WKH�LPSRUWDQFH�RI�RLO�LQ�WKH�FRXQWU\¶V WUDGH�DQG� WKH�YRODWLOLW\�RI� LWV� SULFH��+LJK�RLO� SULFHV� FRQWULEXWHG� WR� UDLVLQJ� WUDGH� UHODWLYH� WR�*'3� LQ� WKH� ����V� DQG� HDUO\� ����V�� ,Q� DGGLWLRQ�� IDOOLQJ� SULFHV� LQ� WKH� PLG���V�QHJDWLYHO\� DIIHFWHG� WKLV� PHDVXUH� RI� RSHQQHVV�� $QRWKHU� SRVVLEOH� UHDVRQ� IRU� (J\SW¶V�GHFUHDVLQJ�RSHQQHVV� LV� WKH�ZLQGIDOO�JDLQV� WR� WKH�HFRQRP\�IURP�WKH�RLO� UHYHQXHV�DQG�RWKHUV� WKDW� UDLVHG� WKH� SULFHV� RI� QRQWUDGDEOHV� YHUVXV� WUDGDEOHV� DQG� WKXV� DWWUDFWHG�LQYHVWPHQW� DZD\� IURP� WUDGDEOH� VHFWRUV�� (FRQRPLF� UHIRUP� FDQ� EH� FRQVLGHUHG� D� WKLUG�UHDVRQ��DV LW�ZDV�DFFRPSDQLHG�LQ�LWV�HDUO\�VWDJHV�ZLWK�LPSRUW�VXSSUHVVLRQ��(J\SW¶V� HIIRUWV� WR� OLEHUDOL]H� WUDGH� WKURXJK� GLIIHUHQW� WUDGH� DJUHHPHQWV� PXVW� EH�UHLQIRUFHG�ZLWK�D�VWURQJ�FRQYLFWLRQ�LQ�WKH�EHQHILWV�RI�IUHH�WUDGH��7R�PD[LPL]H�SRVVLEOH�EHQHILWV� IURP�WKHVH�DJUHHPHQWV��(J\SW�VKRXOG�FRPSOHPHQW� LWV�HDJHUQHVV� WR�UHDFK�WKH�EHVW� DJUHHPHQW� WHUPV� E\� GHYHORSLQJ� LWV� DELOLW\� WR� FRPSHWH� LQ� WKH� GLIIHUHQW�PDUNHWV��7KLV�LV�FUXFLDO�FRQVLGHULQJ�WKDW�(J\SW�KDV�KDG�H[FHOOHQW�DFFHVV�WR�WKH�(8�PDUNHWV�IRU�WKH�SDVW����\HDUV�EXW�ZDV�XQDEOH�WR�SHQHWUDWH�WKH�PDUNHWV�VXIILFLHQWO\�DQG�FRQWLQXHV�WR�ORRVH�JURXQG��$�NH\�HOHPHQW�LQ�LQFUHDVLQJ�H[SRUWV�VKRXOG�EH�VXEFRQWUDFWLQJ�DV�LQ�WKH�FDVH�RI�WKH�&HQWUDO� DQG� (DVWHUQ� (XURSHDQ� FRXQWULHV� WR� WKH�(XURSHDQ�8QLRQ�� DQG�0H[LFR� WR� WKH�8QLWHG� 6WDWHV�� 2WKHU� FKDOOHQJHV� LQFOXGH� HQFRXUDJLQJ� WKH� UROH� RI� WKH� SULYDWH� VHFWRU��IDFLOLWDWLQJ�GRPHVWLF� DQG� IRUHLJQ� LQYHVWPHQW� DQG�PDLQWDLQLQJ� D� UHVSRQVLYH� H[FKDQJH�UDWH�� &RPSHWLWLYHQHVV�� (J\SW¶V� XOWLPDWH� DLP�� LV� EHVW� DFKLHYHG� WKURXJK� D�FRPSUHKHQVLYH� UHIRUP� DJHQGD�� /RQJ�WHUP� GHWHUPLQDQWV� RI� FRPSHWLWLYHQHVV� ZLOO�LQFOXGH� WHFKQRORJ\�DFTXLVLWLRQ��RSHQQHVV� WR� LQYHVWPHQW��KXPDQ�FDSLWDO�GHYHORSPHQW��DQG�HIILFLHQW�LQVWLWXWLRQV�WKDW�JRYHUQ�WKH�HFRQRPLF�DFWLYLW\�LQ�(J\SW���$V�(J\SW�SODQV�WR�HQWHU�LQWR�D�QXPEHU�RI�IUHH�WUDGH�DJUHHPHQWV��HDFK�ZLWK�LWV�RZQ�UXOHV� RI� RULJLQ�� LW� LV� QHFHVVDU\� WR� JXDUDQWHH� WKH� FRQVLVWHQF\� RI� WKHVH� UXOHV� DFURVV�GLIIHUHQW� DJUHHPHQWV�� $Q\WKLQJ� RWKHU� WKDQ� D� XQLILHG� UXOHV� RI� RULJLQ� ZLOO� OHDYH�LPSRUWHUV�� H[SRUWHUV� DQG� JRYHUQPHQW� DGPLQLVWUDWLRQ� LQ� D� VWDWH� RI� FRQIXVLRQ� WKXV�DGGLQJ�\HW�DQRWKHU�EDUULHU�WR�WUDGH�ZLWK�(J\SW��
H[SRUWV�DQG����SHUFHQW�RI�(J\SW¶V�LPSRUWV��7R�PLQLPL]H�WKH�GLYHUVLRQ�HIIHFW��(J\SW�VKRXOG�ZRUN�WR�ORZHU�LWV�0)1�WDULIIV�
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5HIHUHQFHV$O�$KUDP��&DLUR������$SULO������
$ORQVR�*DPR��3DWULFLD��6XVDQ�)HQQHOO��DQG�.KDOHG�6DNU���������³$GMXVWLQJ�WR�1HZ�5HDOLWLHV��0(1$��7KH�8UXJXD\�5RXQG��DQG�WKH�(8�0HGLWHUUDQHDQ�,QLWLDWLYH�´�,QWHUQDWLRQDO�0RQHWDU\�)XQG�:RUNLQJ�3DSHU�������:DVKLQJWRQ��'�&���,QWHUQDWLRQDO�0RQHWDU\�)XQG���
$QGULDPDQDQMDUD��6KXE\�DQG�-RKQ�1DVK���������³+DYH�7UDGH�3ROLF\�5HIRUPV�/HG�WR�*UHDWHU�2SHQQHVV�LQ�'HYHORSLQJ�&RXQWULHV"�(YLGHQFH�IURP�5HDGLO\�$YDLODEOH�7UDGH�'DWD�´�:RUOG�%DQN�3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU�1R��������:DVKLQJWRQ��'�&���7KH�:RUOG�%DQN��
'LUHFWRUDWH�*HQHUDO�IRU�$JULFXOWXUH���������³*$77�DQG�(XURSHDQ�$JULFXOWXUH�´�(XURSHDQ�&RPPXQLW\��&$3�:RUNLQJ�1RWHV�
(GZDUGV��6HEDVWLDQ��³2SHQQHVV��7UDGH�/LEHUDOL]DWLRQ��DQG�*URZWK�LQ�'HYHORSLQJ�&RXQWULHV�´�-RXUQDO�RI�(FRQRPLF�/LWHUDWXUH ���������������������
(XURSHDQ�&RPPLVVLRQ���������$QQXDO�(FRQRPLF�5HSRUW��*URZWK��(PSOR\PHQW�DQG�&RQYHUJHQFH�RQ�WKH�5RDG�WR�(08��KWWS���HXURSD�HX�LQW����HQ�UHFRUG�DHU���FKDS�HQ�KWP!�
)DZ]\��6DPLKD������D���³7KH�$UDE�)UHH�7UDGH�$UHD��,VVXHV�IRU�'LVFXVVLRQ�´�:RUNLQJ�3DSHU�SUHVHQWHG�WR�7KH�(FRQRPLF�5HVHDUFK�)RUXP�IRU�WKH�$UDE�&RXQWULHV��,UDQ�DQG�7XUNH\�(5)���&DLUR��7KH�(FRQRPLF�5HVHDUFK�)RUXP��
)DZ]\��6DPLKD �����E���³7KH�%XVLQHVV�(QYLURQPHQW�LQ�(J\SW�´�7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��:RUNLQJ�3DSHU�1R������&DLUR��7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��
)RURXWDQ��)DH]HK���������³'RHV�D�0HPEHUVKLS�LQ�D�5HJLRQDO�3UHIHUHQWLDO�7UDGH�$JUHHPHQW�0DNH�D�&RXQWU\�0RUH�RU�/HVV�3URWHFWLRQLVW"´�:RUNLQJ�3DSHU�1R���������KWWS���ZZZ�ZRUOGEDQN�RUJ�KWPO�LHFLW�ZS�����KWP!�
*DODO��$KPHG�DQG�6DKDU�7RKDP\���������³7RZDUGV�DQ�(J\SW�86�)UHH�7UDGH�$JUHHPHQW��$Q�(J\SWLDQ�3HUVSHFWLYH�´�7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��:RUNLQJ�3DSHU�1R������&DLUR��7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��
*$77���������7UDGH�3ROLF\�5HYLHZ��$UDE�5HSXEOLF�RI�(J\SW��������9RO����
*LDFRPR��/XFLDQL���������³0XOWLSOH�3X]]OH��(J\SW¶V�([FKDQJH�5DWH�5HJLPH�&RQWURYHUV\´��
+RHNPDQ��%HUQDUG���������³7KH�:72�DQG�WKH�$UDE�:RUOG��7UDGH�3ROLF\�3ULRULWLHV�DQG�3LWIDOOV�´��:DVKLQJWRQ��'�&���7KH�:RUOG�%DQN��
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