
2Q�WKH�)RUPXODWLRQ�DQG�(QIRUFHPHQW�RI�&RPSHWLWLRQ�/DZLQ�(PHUJLQJ�(FRQRPLHV��7KH�&DVH�RI�(J\SW%DKDD�$OL�(O�'HDQDQG�0DKPRXG�0RKLHOGLQ:RUNLQJ�3DSHU�1R����6HSWHPEHU�����

7KH�DXWKRUV�DUH�JUDWHIXO�WR�WKH�SDUWLFLSDQWV�RI�WKH�6HPLQDU�RQ�&RPSHWLWLRQ�3ROLF\��RUJDQLVHG�E\�WKH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��KHOG�LQ�&DLUR��RQ���WK RI�0D\������DQG�WR�WKH�GHOHJDWHV�RI�WKH�,QWHUQDWLRQDO�%DU�$VVRFLDWLRQ�FRQIHUHQFH��KHOG�LQ�,VWDQEXO��RQ���WK RI�0D\�±�VW RI�-XQH������IRU�YHU\�XVHIXO�GLVFXVVLRQV��6SHFLDO�WKDQNV�DUH�GXH�WR�'U��=LDG�%DKD�(OGLQ�IRU�KLV�LQVSLULQJ�FRPPHQWV�RQ�DQ�HDUOLHU�GUDIW�RI�WKLV�SDSHU��7KH�YLHZV�H[SUHVVHG�LQ�WKLV�SDSHU�DUH�VWULFWO\�WKRVH�RI�WKH�DXWKRUV�DQG�VKRXOG�QRW�EH�DWWULEXWHG�WR�WKH�LQVWLWXWLRQV�WKH\�DUH�DIILOLDWHG�ZLWK�
%DKDD�$OL�(O�'HDQ�LV�/HFWXUHU�RQ�&RPPHUFLDO�/DZ��)DFXOW\�RI�/DZ��8QLYHUVLW\�RI�0HQRXIH\D��(J\SW��0DKPRXG�0RKLHOGLQ�LV�$VVRFLDWH�3URIHVVRU�RI�(FRQRPLFV��)DFXOW\�RI�(FRQRPLFV�DQG�3ROLWLFDO�6FLHQFH��&DLUR�8QLYHUVLW\�DQG�6HQLRU�$GYLVRU�WR�WKH�(J\SWLDQ��0LQLVWHU�RI (FRQRP\�DQG�)RUHLJQ�7UDGH�
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$EVWUDFW
7KLV�SDSHU�DWWHPSWV�WR�H[SODLQ�WKH�UDWLRQDOH�IRU�FRPSHWLWLRQ�SROLF\�LQ�DQ�HPHUJLQJ�HFRQRP\��,W�UHYLHZV�WKH�WKHRUHWLFDO�GHEDWH�RQ�WKH�LVVXH��KLJKOLJKWLQJ�WKH�FODLPV�IRU�DQG�DJDLQVW�WKH�DGRSWLRQ�RI�FRPSHWLWLRQ�SROLF\� 7KH�SDSHU�WKHQ�GLVFXVVHV�WKH�GLIILFXOWLHV�IDFLQJ�DQ�HPHUJLQJ�HFRQRP\�LQ�IRUPXODWLQJ�FRPSHWLWLRQ�SROLF\�DQG�H[SORUHV�WKH�UHDVRQV�IRU�WKH�UHOXFWDQFH�LQ�LPSOHPHQWLQJ�FRPSHWLWLRQ�SROLF\�LQ�(J\SW��%HVLGHV��LW�VKHGV�OLJKW�RQ�WKH UHFHQW�HFRQRPLF�FKDQJHV�WKDW�HQWDLO�WKH�LQFOXVLRQ�RI�FRPSHWLWLRQ�SROLF\�LQ�WKH�HFRQRPLF�UHIRUP�SURJUDPPH��)LQDOO\��WKH�SDSHU�SURYLGHV�D�UHYLHZ�RI�WKH�(J\SWLDQ�FRPSHWLWLRQ�SROLF\�DQG�FRQFOXGHV�ZLWK�UHPDUNV�RQ�WKH�SURVSHFWV�RI�LWV�LPSOHPHQWDWLRQ�
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³2QO\�WKURXJK�WKH�SULQFLSOH�RI�FRPSHWLWLRQ�KDV�SROLWLFDO�HFRQRP\�DQ\�SUHWHQVLRQ�WR�WKH�FKDUDFWHU�RI�D�VFLHQFH�´�-RKQ�6��0LOO��������
,��,QWURGXFWLRQ�7KH�LQWHU�UHODWLRQVKLS�EHWZHHQ�ODZ�DQG�HFRQRPLF�SROLF\�LV�FOHDUO\�DSSDUHQW��/DZV�LQ�DQ\�JLYHQ�VWDWH��IRU�ZKDWHYHU�HFRQRPLF�SROLF\��GR�QRW�IXQFWLRQ�LQ�LVRODWLRQ��WKH\�DUH�LQWHU�UHODWHG�ZLWK��DQG�DW�WKH�VDPH�WLPH�UHIOHFW��WKH�VWDWH¶V�HFRQRPLF�SROLF\�DQG�SROLWLFDO�LGHRORJ\��$V�ODZ�LV�WKH�SULQFLSDO�LQVWUXPHQW�XVHG�E\�JRYHUQPHQWV�WR�WUDQVODWH�SROLFLHV�LQWR�ELQGLQJ UXOHV��JRYHUQPHQWV�UHVRUW�WR�OHJLVODWLRQ�ZKHQHYHU�WKH\�ZLVK�WR�LQIOXHQFH�EHKDYLRXU��FRQGLWLRQV��RU�HYHQWV���*LYHQ�WKH�LQWHU�UHODWLRQVKLS�EHWZHHQ�ODZ�DQG�HFRQRPLF�SROLF\��LW�LV�RQO\�QDWXUDO�WKDW�WKH�UROH�RI�ODZ�LQ�D�PDUNHW�HFRQRP\�VKRXOG�GLIIHU�IXQGDPHQWDOO\�IURP�LWV�UROH�LQ�SODQQHG�DQG�FRPPDQG�HFRQRPLHV��,Q�WKH�ODWWHU�V\VWHPV��HFRQRPLF�DFWLYLWLHV�DUH�UXQ�DOPRVW�H[FOXVLYHO\��HLWKHU�GLUHFWO\�RU�LQGLUHFWO\��E\�WKH�VWDWH��7KHVH�DFWLYLWLHV�RFFXU�ZLWKLQ�D�IUDPHZRUN�WKDW�WUHDWV�UHODWLRQVKLSV�EHWZHHQ�VWDWH�RZQHG�RU�RWKHUZLVH�VWDWH�GRPLQDWHG�HQWLWLHV�RQ�WKH�EDVLV�RI�RUJDQL]DWLRQDO�VXERUGLQDWLRQ�RU�FR�RUGLQDWLRQ��7KH�SDUWLFLSDWLRQ�RI�SULYDWH�ILUPV�RU�LQGLYLGXDOV�LQ�HFRQRPLF�OLIH�LV�HLWKHU�SURKLELWHG�RU�DW�EHVW�YHU\�OLPLWHG��$FFRUGLQJO\��WKH�OHJDO�LQIUDVWUXFWXUH�LV�VKDSHG�LQ�VXFK�D�ZD\�DV�WR�VXLW�WKHVH�HFRQRPLF�UHDOLWLHV��,Q�D�PDUNHW�HFRQRP\��SULYDWH�OHJDO�HQWLWLHV�LQWHUDFW�DQG�FRQWUDFW�IUHHO\�LQ�SXUVXLW�RI�WKHLU�RZQ�LQWHUHVWV��7KHUHIRUH��WKH�OHJDO�LQIUDVWUXFWXUH�LQ�D�PDUNHW�HFRQRP\�KDV��PLQLPDOO\��IRXU�EDVLF�HFRQRPLF�IXQFWLRQV���L��GHILQLQJ�WKH�XQLYHUVH�RI�SURSHUW\�ULJKWV�LQ�WKH�V\VWHP���LL��VHWWLQJ�D�IUDPHZRUN�IRU�H[FKDQJLQJ�WKRVH�ULJKWV���LLL��VHWWLQJ�WKH�UXOHV�IRU�WKH�HQWU\�DQG�H[LW�RI�DFWRUV�LQWR�DQG�RXW�RI�SURGXFWLYH�DFWLYLWLHV��DQG��LY��RYHUVHHLQJ�PDUNHW�VWUXFWXUH�DQG�EHKDYLRXU�DQG�SURPRWLQJ�FRPSHWLWLRQ��7KH�GHYHORSPHQW�RI�D�OHJDO�LQIUDVWUXFWXUH�LQ�HPHUJLQJ�HFRQRPLHV��ERWK�VXSSRUWLYH�RI�DQG�FRPSDWLEOH�ZLWK�WKH�GHYHORSPHQW�RI�D�PDUNHW�HFRQRP\��LV�D�FRPSOH[�WDVN��7KH�ODFN�RI�DQ�
� &LWHG�LQ�(DWZHOO��0LOJDWH�DQG�1HZPDQ���������S������� 2QH�FRPPHQWDWRU�QRWHV�WKDW�³OHJDO�V\VWHPV�ZHUH�EDVHG�RQ�VRFLDOLVW�DQG�FRPPXQLVW�JRDOV��,Q�WKLV�VHQVH��VXFK�V\VWHPV�ZHUH�XVHG�DV�SROLWLFDO�LQVWUXPHQWV�RI�WKH�JRYHUQPHQW��7KH�ODZ�ZDV�QRW�XVHG�WR�SURYLGH�SUHGLFWDEOH�UXOHV�RI�EHKDYLRXU��EXW�LQVWHDG�WR�IXQFWLRQ�DV�DQ�DJHQW�LQ�SURPRWLQJ�WKH�JRDOV�RI�FRPPXQLVP�DQG�VRFLDOLVP �́�'RW\�����������S�������� *UD\����������S�����7KH�HFRQRPLF�IXQFWLRQV�RI�ODZ�DOVR�LQFOXGH���L��HQVXULQJ�WKH�SHDFHIXO�LQWHUDFWLRQ�RI�FRQWUDFWLQJ�SDUWLHV���LL��HQFRXUDJLQJ�HQWUHSUHQHXUVKLS�DQG�ORQJ�WHUP�LQYHVWPHQW��DQG��LLL��KDUPRQLVLQJ�WKH�SXUVXLW�RI�SULYDWH�JDLQ�ZLWK�VRFLDO�QHHGV�DQG�REMHFWLYHV� LQ� WKH�PRVW� HFRQRPLFDOO\� UDWLRQDO�ZD\��(&�,6�5HSRUW��S������)LQDOO\�� LW�KDV�EHHQ�VXJJHVWHG� WKDW� ODZ� LQ�D�PDUNHW�HFRQRP\�SOD\V�VHYHUDO�UROHV��LW�GHILQHV�WKH�UXOHV�RI�WKH�JDPH�DQG�JLYHV�LQGLYLGXDOV�WKH�ULJKWV�DQG�WRROV�WR�HQIRUFH�WKHP��/DZ�LQ�D�PDUNHW�HFRQRP\�LV�DSSOLHG�IDLUO\�DQG�WUDQVSDUHQWO\��HQDEOLQJ�LQGLYLGXDOV��WR�DVVHUW�DQG GHIHQG�WKHLU�ULJKWV��:RUOG�%DQN���������S� ���
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DGHTXDWH�ERG\�RI�NQRZOHGJH�IURP�ZKLFK�SROLF\�PDNHUV�FDQ�GUDZ�JXLGDQFH�PDNHV�LW�DOO�WKH�PRUH�GLIILFXOW��,W�LQYROYHV��LQWHU�DOLD��UH�FRQFHSWXDOLVLQJ�WKH�HQWLUH�OHJLVODWLYH�IUDPHZRUN��UH�WUDLQLQJ�OHJDO�SHUVRQQHO�DQG�UHIRUPLQJ�RU�EXLOGLQJ�LQVWLWXWLRQV�FDSDEOH�RI�LPSOHPHQWLQJ�WKH�QHZ�SROLFLHV�7KH�DGRSWLRQ�RI�D�PDUNHW�RULHQWHG�HFRQRPLF�SROLF\�HQWDLOV�WKH�ZLWKGUDZDO�RI�WKH�VWDWH�IURP�WKH�LQGXVWULDO�DQG�VHUYLFH�VHFWRUV��VR�DV�WR�PDNH�ZD\�IRU�SULYDWH�LQLWLDWLYH��%XW�WKH�FXVWRPDU\�HIILFLHQF\�RI�SULYDWH�FDSLWDO�GRHV�QRW�QHFHVVDULO\�WUDQVODWH�LQWR�D�KHDOWKLHU�HFRQRP\��DV�D�PDUNHW�PDGH�XS�RI�SULYDWH�DFWRUV�ZLOO�QRW�QHFHVVDULO\�EH�FRPSHWLWLYH�,W�LV�ZHOO�HVWDEOLVKHG�WKDW�HYHQ�LI�DOO�RWKHU�VWUXFWXUHV�DUH�LQ�SODFH�WR�VXSSRUW�D�PDUNHW�RULHQWHG�V\VWHP��LW�FDQQRW�EH�DVVXPHG�WKDW�WKHVH�DFWRUV�ZLOO�DFW�LQGHSHQGHQWO\�RI�HDFK�RWKHU�LQ�WKH�PDUNHW�SODFH��RU�WKDW�WKH�LQWHUDFWLRQ�RI�PDUNHW�IRUFHV�ZLOO�DXWRPDWLFDOO\�PD[LPL]H�FRQVXPHU�ZHOIDUH�� +HQFH��WKH�QHHG�LV�SDUDPRXQW�IRU�JRYHUQPHQWDO�LQWHUYHQWLRQ�WR�SURWHFW�FRPSHWLWLRQ�E\�SURKLELWLQJ�DJUHHPHQWV�DQG�DFWLYLWLHV�WKDW�XQGHUPLQH�LW��7KLV�LQWHUYHQWLRQ�WDNHV�WKH�IRUP�RI�FRPSHWLWLRQ�SROLF\��$�FRPSHWLWLRQ�ODZ�UHSUHVHQWV�D�FRGH�RI�FRQGXFW�LQ�WKH�HFRQRPLF�DUHQD��,W�PDLQO\�SURVFULEHV�DQWL�FRPSHWLWLYH�SUDFWLFHV�DQG�VWUXFWXUHV�LQ�WKH�HFRQRP\��ZLWK�D�YLHZ�WR�PD[LPL]LQJ�WKH�EHQHILWV�RI�FRPSHWLWLRQ��,QWURGXFLQJ�FRPSHWLWLRQ�OHJLVODWLRQ�LQ�DQ�HPHUJLQJ�HFRQRP\�LV�D�FRPSOH[�WDVN��,QGHHG�WKH�FRQFHSW�RI�UHJXODWLQJ�FRPSHWLWLRQ�LWVHOI�LV�OLNHO\�WR�EH�QRYHO�LQ�DQ�HPHUJLQJ�HFRQRP\���7KH�WUDQVLWLRQDO�QDWXUH�RI�LWV�GHYHORSPHQW�FUHDWHV�LWV�RZQ�GLIILFXOWLHV��6XFK�PDUNHWV�XVXDOO\�VXIIHU�VWUXFWXUDO�GHILFLHQFLHV�DQG�LWV�UHJXODWRU\��WHFKQLFDO�DQG�ILQDQFLDO�FDSDELOLWLHV�DUH�VHOGRP�HTXLYDOHQW�WR�WKH�FKDOOHQJH��8QOLNH�PRVW�HPHUJLQJ�HFRQRPLHV�ZKLFK�DGRSWHG�FRPSHWLWLRQ�OHJLVODWLRQ�LQ�WKH�ZDYH�RI�WKH�HDUO\�����V��(J\SW¶V�LV�VWLOO�LQ�WKH�PDNLQJ���(J\SW�KDV�QHYHU�KDG�FRPSUHKHQVLYH�FRPSHWLWLRQ�OHJLVODWLRQ��DOWKRXJK�YDULRXV�SURYLVLRQV�LQ�GLIIHUHQW�LWHPV�RI�OHJLVODWLRQ�DGGUHVV�EDVLF�DQWL�FRPSHWLWLYH�EHKDYLRXU��+RZHYHU��UHFHQWO\��WKH�(J\SWLDQ�HFRQRP\�KDV�EHHQ�H[SHULHQFLQJ�PDMRU�FKDOOHQJHV�DW�ERWK�WKH�QDWLRQDO�DQG�LQWHUQDWLRQDO�OHYHOV��QHFHVVLWDWLQJ�WKH�LQWURGXFWLRQ�RI�D�FRPSHWLWLRQ�ODZ��7KH�SULYDWH�VHFWRU�KDV�EHHQ�JURZLQJ�UDSLGO\�WR�RFFXS\�D�GRPLQDQW�SRVLWLRQ�
� (VWULQ��6����������S������ /DZV�JRYHUQLQJ� WKH�DFWLYLWLHV�RI� ILUPV� LQ�DQ\�JLYHQ�PDUNHW� DUH� ODEHOOHG�XQGHU�GLIIHUHQW�KHDGLQJV� LQ�GLIIHUHQW�FRXQWULHV� 7KH� 8QLWHG� 6WDWHV� XVHV� WKH� WHUP� µDQWLWUXVW¶� DQG� KDV� EHHQ� VR� GRLQJ� IRU� WKH� ODVW� FHQWXU\�� WKH� 8QLWHG�.LQJGRP�XVHV� µIDLU� WUDGLQJ�DQG� UHVWULFWLYH� WUDGH�SUDFWLFHV¶��7KH�(XURSHDQ�(FRQRPLF�&RPPXQLW\�XVHV� WKH� WHUP�µFRPSHWLWLRQ¶��ZKLOH�-DSDQ�XVHV�µSURKLELWLRQ�RI�SULYDWH�PRQRSROLHV�DQG�PDLQWHQDQFH�RI�IDLU�WUDGH¶��)LQDOO\��6SDLQ�XVHV�µUHVWUDLQWV�WR�FRPSHWLWLRQ¶��7KH�GLYHUVLW\�RI�WLWOHV�XVHG�UHIOHFWV�WKH�OHJDO��HFRQRPLF�DQG�KLVWRULFDO�FXOWXUH�DQG�KHULWDJH� RI� HDFK� FRXQWU\��PRUHRYHU�� LW� UHIOHFWV� WKH� GLIIHUHQW� REMHFWLYHV RI� WKH� ODZ��$� WDEOH� JLYLQJ� WKH� GLIIHUHQW�WLWOHV� RI� OHJLVODWLRQ� RI�PRUH� WKDQ���� MXULVGLFWLRQV�� LV� JLYHQ� LQ�*UD\��&�� �������� SS�� ���±���6HH� DOVR�81&7$'�7'�%�5%3����5HY����S������ZKLFK�JLYHV�DQ�RYHUYLHZ�RI�WLWOHV�DGRSWHG�E\�GLIIHUHQW�FRXQWULHV��7KLV�SDSHU�PDNHV�XVH� RI� WKH� WHUP� ³FRPSHWLWLRQ� ODZ´� DV� FRPSHWLWLRQ� LV� DOZD\V� WKH� VXEMHFW�PDWWHU� RI� WKH� ODZ� DQG� IRU� LWV� HDVH� RI�UHIHUHQFH�
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LQ�WKH�PDUNHW��LWV�GHYHORSPHQW�XQKLQGHUHG�E\�DSSURSULDWH�UHJXODWLRQ���1RW�VXUSULVLQJO\��WKHUH�KDYH�EHHQ�DOOHJDWLRQV�RI�DQWLFRPSHWLWLYH�SUDFWLFHV�FRQGXFWHG�E\�PDQ\�PDUNHW�SDUWLFLSDQWV�LQ�YDULRXV�VHFWRUV��7KHUH�DUH�DOVR�PDQ\�FDVHV�RI�PHUJHUV�DQG�DFTXLVLWLRQV�WKDW�KDYH�EHHQ�XQGHUWDNHQ�ZLWKRXW�SURSHU�LQYHVWLJDWLRQ�ZLWK�UHJDUG�WR�WKHLU�LPSOLFDWLRQV�RQ�PDUNHW�FRQGLWLRQV�DQG�IDLU�FRPSHWLWLRQ��$W�WKH�LQWHUQDWLRQDO�OHYHO��WKHUH�DUH�GHEDWHV�DQG�QHJRWLDWLRQV�UHJDUGLQJ�WKH�LQFOXVLRQ�RI�FRPSHWLWLRQ�SROLF\�LQ�ELODWHUDO�DQG�PXOWLODWHUDO�WUDGH�DJUHHPHQWV�LQ�ZKLFK�(J\SW�LV�LQYROYHG��'HDOLQJ�ZLWK�PXOWLQDWLRQDOV�DOVR�UHTXLUHV�WKH�FDSDFLW\�WR�GHDO�ZLWK�WKHLU�SRVVLEOH�DQWLFRPSHWLWLYH�SUDFWLFHV�DQG�WR�FRSH�ZLWK�WKH�LPSOLFDWLRQV�RI�LQWHUQDWLRQDO�DQG�FURVV�ERUGHU�PHUJHUV�DQG�DFTXLVLWLRQV��)LQDOO\��WKHUH�LV�WKH�UHFHQW�WKUHDW�RI�LQWHUQDWLRQDO�SULYDWH�FDUWHOV��ZKLFK�LPSRVH�D�UHDO�FKDOOHQJH�RQ�IDLU�FRPSHWLWLRQ�7KLV�SDSHU�VWDUWV�ZLWK�DQ�H[SODQDWLRQ�IRU�WKH�UDWLRQDOH�EHKLQG�FRPSHWLWLRQ�SROLF\��7KHQ�LW�UHYLHZV�WKH�WKHRUHWLFDO�GHEDWH�UHODWLQJ�WR�WKH�LVVXH��KLJKOLJKWLQJ�WKH�FODLPV�IRU�DQG�DJDLQVW�WKH�DGRSWLRQ�RI�FRPSHWLWLRQ�SROLF\��7KH�SDSHU�WKHQ�SURFHHGV�WR�D�GLVFXVVLRQ�RI�WKH�GLIILFXOWLHV�IDFLQJ�DQ�HPHUJLQJ�HFRQRP\�LQ�IRUPXODWLQJ�FRPSHWLWLRQ�SROLF\��WKHQ�SURYLGHV�DQ�RXWOLQH�RI�WKH�H[SHULHQFH�RI�WKUHH�HPHUJLQJ�HFRQRPLHV��)URP�WKLV�SRLQW�WKHUH LV�D�GLVFXVVLRQ�RI�WKH�(J\SWLDQ�H[SHULHQFH��LQFOXGLQJ�DQ�H[SODQDWLRQ�RI�WKH�FDVH�IRU�WKH�LQWURGXFWLRQ�RI�FRPSHWLWLRQ�SROLF\�LQ�(J\SW�DQG�WKH�UHDVRQV�IRU�WKH�UHOXFWDQFH�WR�LPSOHPHQW�LW��1H[W��WKH�SDSHU�H[SORUHV�WKH�PDLQ�IHDWXUHV�RI�(J\SWLDQ�FRPSHWLWLRQ�SROLF\��ZKLFK�LQFOXGHV�D�FRPSHWLWLRQ�ODZ��WKRXJK�VWLOO�LQ�GUDIW�IRUP��DQG�WKH�SURSRVHG�HVWDEOLVKPHQW�RI�D�&RPSHWLWLRQ�&RPPLVVLRQ��7KH�SDSHU�FRQFOXGHV�ZLWK�VRPH�UHPDUNV�RQ�WKH�SURVSHFWV�IRU�FRPSHWLWLRQ�SROLF\��
,,��7KH�WKHRUHWLFDO�IRXQGDWLRQV�DQG�GHEDWH�UHODWLQJ�WR�FRPSHWLWLRQ�SROLF\&RPSHWLWLRQ�LV�WKH�FRUQHUVWRQH�RI�D�IUHH�PDUNHW�HFRQRP\��,WV�VLJQLILFDQFH�LV�DVVXPHG��³3HUKDSV�QR�ODZ�LV�PRUH�LPSRUWDQW�WR�DQ\�PDUNHW�EDVHG�HFRQRP\�WKDQ�WKH�ODZ�WKDW�ZLOO�SURWHFW�DQG�DVVXUH�WKH�VXFFHVV�RI�WKH�FRPSHWLWLYH�SURFHVV�´� 7KH�8QLWHG�6WDWHV�6XSUHPH�&RXUW�SXW�LW�WKXV�LQ�������³$QWLWUXVW�ODZV«�DUH�WKH�0DJQD�&DUWD�RI�IUHH�HQWHUSULVH��7KH\�DUH�DV�LPSRUWDQW�WR�WKH�SUHVHUYDWLRQ�RI�HFRQRPLF�IUHHGRP�DQG�RXU�IUHH�HQWHUSULVH�V\VWHP�DV�WKH�%LOO�RI�5LJKWV�LV�WR�RXU�IXQGDPHQWDO�IUHHGRPV�´�1HYHUWKHOHVV��WKH�FRQFHSW�RI�FRPSHWLWLRQ�KDV�D�YDULHW\�RI�GHILQLWLRQV�DQG�GHVSLWH�EHLQJ�SHUYDVLYH�DQG�IXQGDPHQWDO��LW�KDV�QRW�EHHQ�VDWLVIDFWRULO\�GHYHORSHG�� ,Q�UHDOLW\��FRPSHWLWLRQ�LQ�
� $PHULFDQ�%DU�$VVRFLDWLRQ����������S�������� 86�Y��7RSFR�$VVRFLDWHV�,QF����������DV�FLWHG�E\�%RUULH��*����������S������� 0F1XOW\���������S����
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GLIIHUHQW�PDUNHWV�FDQQRW�EH�GHVFULEHG�DV�EHLQJ�SHUIHFW��DV�QHRFODVVLFDO�WKHRU\�DQG�VWDQGDUG�PRGHOV��H�J��$UURZ�'HEUHX��ZRXOG�VHHP�WR�VXJJHVW��7KRXJK�LQFDSDEOH�RI�FDSWXULQJ�ZKDW�KDSSHQV�LQ�UHDOLW\��WKH�FRQFHSW�RI�SHUIHFW�FRPSHWLWLRQ�LV�XVHIXO�KRZHYHU�IRU�WZR�UHDVRQV��DV�D�EHQFKPDUN�DQG�DV�DQ�LQVWLWXWLRQDO�FKDUDFWHULVDWLRQ RI�VRPH�PDUNHWV��H�J��SULPDU\�FRPPRGLWLHV��0RUHRYHU��WKHUH�DUH�YHU\�IHZ�PDUNHWV�ZLWK�D�VLQJOH�ILUP��L�H��D�PRQRSRO\��0RVW�PDUNHWV�FDQ�EH�FKDUDFWHULVHG�E\�LPSHUIHFW�FRPSHWLWLRQ��ZKLFK�PD\�WDNH�GLIIHUHQW�IRUPV��DFFRUGLQJ�WR�WKH�UHODWLYH�LPSHUIHFWLRQ�RI�FRPSHWLWLRQ��GXRSRO\��ROLJRSRO\��PRQRSROLVWLF�FRPSHWLWLRQ��6FKXPSHWHULDQ�FRPSHWLWLRQ�WKDW�HPSKDVLVHV�WKH�UROH�RI�LQQRYDWLRQ�DQG�5	'���HWF��� )RU�WKH�SXUSRVHV�RI�WKLV�SDSHU��KRZHYHU��FRPSHWLWLRQ�LV�GHILQHG�LQ�WKH�FRQWH[W�RI�D�IUHH�PDUNHW�HFRQRP\�DV�D�FRQGLWLRQ LQ�ZKLFK�EX\HUV�DUH�IUHH�WR�FKRRVH�WKH�EHVW�VXSSOLHUV��� 7KXV��IUHHGRP�RI�FKRLFH�LV�WKH�GLVFLSOLQDU\�PHFKDQLVP�LQ�WKH�PDUNHW�,QGHHG��LI�WKH�ZRUOG�ZH�OLYH�LQ�ZHUH�WR�IXQFWLRQ�LQ�DFFRUGDQFH�ZLWK�WKH�SHUIHFW�FRPSHWLWLRQ�SDUDGLJP��WKHUH�ZRXOG�EH�QR�QHHG�IRU�FRPSHWLWLRQ�SROLF\�RU�RWKHU�UHJXODWRU\�HIIRUWV��6LQFH�WKHUH�LV�ZLGHVSUHDG�GLYHUVLRQ�IURP�WKH�LGHDO�SDUDGLJP��WKHUH�LV�D�QHFHVVLW\�IRU�FRUUHFWLYH�LQWHUYHQWLRQ�E\�WKH�JRYHUQPHQW��7KLV�LQWHUYHQWLRQ�FDQ�WDNH�WZR�IRUPV��ILUVW��WKH�LPSRVLWLRQ�RI�WD[HV�RQ�FHUWDLQ�DFWLYLWLHV�DQG�VSHFLILF�SURGXFWV�WR�LQIOXHQFH�HFRQRPLF�EHKDYLRXU�WKURXJK�WKH�PHFKDQLVP�RI�SULFH�LQFHQWLYHV��6HFRQG��DV�DQ�DOWHUQDWLYH�WR�WD[HV��JRYHUQPHQW�FDQ�WDNH�DQ�H[SOLFLW�DFWLRQ�WR�FRQWURO�HFRQRPLF�EHKDYLRXU�GLUHFWO\��E\�DWWHPSWLQJ�WR�SUHYHQW�DQWL�FRPSHWLWLYH�SUDFWLFHV��WKURXJK�HIILFLHQW�LPSOHPHQWDWLRQ�RI�FRPSHWLWLRQ�SROLF\���$OWKRXJK�FRPSHWLWLRQ�SROLF\��LQ�WHUPV�RI�FRQWHQW�DQG�GLUHFWLRQ��LV�FRQGLWLRQHG�E\�WKH�GRPHVWLF�VWUXFWXUH�DQG�LQWHUQDWLRQDO�UHODWLRQV�RI�WKH�HFRQRP\�FRQFHUQHG��LWV�REMHFWLYH�VKRXOGEH�WKH�SURPRWLRQ�RI�HFRQRPLF�HIILFLHQF\��%\�WKDW�ZH�PHDQ�WKH�PD[LPLVDWLRQ�RI�WKH�VXP�RI�WKH�GLVFRXQWHG�SUHVHQW�YDOXH�RI�WKH�VXUSOXVHV�RI�FRQVXPHUV�DQG�SURGXFHUV��7KLV�GHILQLWLRQ�RI�HFRQRPLF�HIILFLHQF\��EDVHG�RQ�SDUWLDO�HTXLOLEULXP�ZHOIDUH�HFRQRPLFV��DVVXPHV�VWDWLF�DQG�G\QDPLF�HIILFLHQF\�LQ�WKH�VHQVH�WKDW�FXUUHQW�ZHOIDUH�ORVVHV�PD\�EH�WROHUDWHG�LI�WKH�VDPH�IDFWRUV�EHKLQG�WKH�ORVVHV�LQ�WKH�PDUNHW�VWUXFWXUH�DQG�RU�FRQGXFW��DOVR�JHQHUDWH�HIILFLHQF\�JDLQV�LQ�WKH�ORQJ�UXQ���
� :LOOLDPVRQ���������S������� 6WLJOLW]���������S�������� LELG���S������� 9LVFXVL��9HUQRQ�DQG�+DUULQJWRQ���������SS������
�� )RU�IXUWKHU�DQDO\VLV�RI�WKLV�LVVXH�VHH�+D\���������S����
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+RZHYHU��HFRQRPLF�HIILFLHQF\�LV�QRW�WKH�RQO\�FRQVLGHUDWLRQ�EHKLQG�FRPSHWLWLRQ�SROLF\��DV�RWKHU�LVVXHV�PD\�EH�JURXSHG�XQGHU�WKH�FRQFHSW�RI���SXEOLF�LQWHUHVW��WR�FRQVWLWXWH�LWV�VWDWHG�REMHFWLYH��([DPSOHV�RI�WKHVH�LVVXHV�DUH��HIIHFWLYH�FRPSHWLWLRQ�EHWZHHQ�VXSSOLHUV��ORQJ�UXQ�FRPSHWLWLRQ�WKURXJK�QHZ�HQWU\�WR�WKH�PDUNHW�DQG�QHZ�SURGXFWV��PDLQWDLQLQJ�EDODQFHG�UHJLRQDO�GLVWULEXWLRQ�RI�LQGXVWU\�DQG�HPSOR\PHQW�LQ�WKH�FRXQWU\��DQG�WKH�SURPRWLRQ�RI�WKH�LQWHUHVWV�RI�FRQVXPHUV�DQG�SXUFKDVHUV�RI�JRRGV�DQG�VHUYLFHV�WKURXJK�EHWWHU�TXDOLW\�DQG�YDULHW\��� ,W�LV�ZRUWK�HPSKDVLVLQJ�WKDW�LW�PD\�QRW�EH�DSSURSULDWH�RU�YLDEOH�IRU�FRPSHWLWLRQ�SROLF\�WR�HPEUDFH�D�ZLGH�YDULHW\�RI�REMHFWLYHV�WKDW�FRXOG�EH�FDWHUHG�IRU�E\�DGRSWLQJ�RWKHU�PHDVXUHV�DQG�SROLFLHV��DVVXPLQJ�DGHTXDWH�FRRUGLQDWLRQ��H�J��UHJLRQDO�SROLF\�DQG�5	'�SROLF\�7KH�VFRSH�RI�FRPSHWLWLRQ�SROLF\�KDV�FKDQJHG�RYHU�WLPH��1RZDGD\V��LW�JRHV�EH\RQG��
WUDGLWLRQDO
�FRQFHUQV�UHJDUGLQJ�PRQRSRO\��ZKLFK�EHFDPH�OHVV�SUHVVLQJ�DV�D�UHVXOW�RI��LQWHU�DOLD��WKH�SUHVVXUH�RI�IRUHLJQ�FRPSHWLWLRQ�LQ�DQ�LQFUHDVLQJO\�JOREDOLVHG�EXVLQHVV�HQYLURQPHQW��%HLQJ�ELJ�LQ�WKH�PDUNHW�LV�QRW�QHFHVVDULO\�XQGHVLUDEOH�RU�LQLPLFDO�WR�FRPSHWLWLRQ��$W�WKH�VDPH�WLPH��EHLQJ�VPDOO�GRHV�QRW�UXOH�RXW�WKH�SRVVLELOLW\�RI�FRPPLWWLQJ�DQWL�FRPSHWLWLYH�SUDFWLFHV��7KXV��FRQFHUQV�RI�FRPSHWLWLRQ�SROLF\�KDYH�PRYHG�IURP�PRQRSROLHV�WR�LVVXHV�VXFK�DV�PHUJHUV�DQG�DFTXLVLWLRQV��ILQDQFLDO�WUDQVDFWLRQV��H�J��OHYHUDJHG�EX\RXWV��WKDW�PD\�UHVWUXFWXUH�ILUPV�LQ�D�ZD\�WKDW�LQIOXHQFHV�PDUNHW�EHKDYLRXU��0RUHRYHU��WKH�HPSKDVLV�RI�FRPSHWLWLRQ�SROLF\�LV�QRZ�EHFRPLQJ�PRUH�FRQFHUQHG�ZLWK�WKH FRQGXFW�RI�WKH�ILUP�UDWKHU�WKDQ�LWV�VL]H���7KH�UDWLRQDOH�IRU�FRPSHWLWLRQ�SROLF\�KDV�EHHQ�FKDOOHQJHG�RQ�WKHRUHWLFDO�JURXQGV��7KUHH�PDLQ�DUJXPHQWV�DJDLQVW�WKH�DGRSWLRQ�RI�FRPSHWLWLRQ�SROLF\�KDYH�EHHQ�SXW�IRUZDUG��)LUVW��DV�DUJXHG�E\�+DUEHUJHU���������� HFRQRPLF�LQHIILFLHQF\��UHVXOWLQJ�IURP�PRQRSRO\��LV�PXFK�VPDOOHU�WKDQ�KDG�EHHQ�WKRXJKW��%DVHG�RQ�DQ�DWWHPSW�WR�TXDQWLI\�WKH�ZHOIDUH�ORVV�IURP�PRQRSRO\��+DUEHUJHU�IRXQG�WKDW�WKH�GHDGZHLJKW�ORVV�LV�QR�PRUH�WKDQ�D�IHZ�SHUFHQW�RI�*13��7KH�SROLF\�LPSOLFDWLRQ�LV�REYLRXV��WKHUH�LV�QR�QHHG�IRU�D�SROLF\��7KH�VHFRQG�DUJXPHQW��FRPLQJ�IURP�WKH�FRQWHVWDEOH�PDUNHWV�VFKRRO��� JRHV�HYHQ�IXUWKHU�E\�DUJXLQJ�WKDW�+DUEHUJHU�RYHUHVWLPDWHG�PRQRSRO\�ORVVHV��7KLV�VFKRRO�DUJXHV�WKDW�QRW�RQO\�GRHV�FRPSHWLWLRQ��ERWK�DFWXDO�DQG�SRWHQWLDO��HQVXUH�WKDW�SURILWV�DUH�GULYHQ�WR�]HUR�HYHQ�LI�WKHUH�LV�RQO\�RQH�ILUP�LQ�WKH�PDUNHW��,I�D�PRQRSROLVW�DWWHPSWV�WR�LQFUHDVH�SURILWV�E\�UDLVLQJ�WKH�SULFH�DERYH�WKH�FRPSHWLWLYH�OHYHO��KH�PD\�QRW�EH�DEOH�WR�GR�VR��DV�RWKHU�ILUPV�ZRXOG�HQWHU�WR�WDNH�
�� LELG���SS������
�� .KHPDQL�DQG�'XW]���������S�����DQG�9LVFXVL��9HUQRQ�DQG�+DUULQJWRQ��RS��FLW���SS�������
�� 6HH�6WLJOLW]���������SS���������� 6HH�IRU�H[DPSOH�WKH�VHPLQDO�SDSHU�RI�%DXPRO��������
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WKH�SURILWV� ,I�PDUNHWV�ZHUH�FRQWHVWDEOH��WKH�WKUHDW�RI�SRWHQWLDO�HQWUDQWV�LQWR�WKH�PDUNHW�ZRXOG�GLVFLSOLQH�WKH�EHKDYLRXU�RI�WKRVH�DOUHDG\�WKHUH��+HQFH��DJDLQ��WKH�LPSOLFDWLRQ�LV�WKDW�FRPSHWLWLRQ�SROLF\�LV�QRW�QHFHVVDU\���7KH�WKLUG�WKHRUHWLFDO�FODLP�DJDLQVW�FRPSHWLWLRQ�SROLF\�JRHV�EDFN�WR�%KDJZDWL���������� +H�SUHVHQWHG�D�PRGHO�LQ�ZKLFK�D�GRPHVWLF�PRQRSROLVW�ORVHV�DOO�LWV�PDUNHW�SRZHU�ZKHQ�EDUULHUV�WR�WUDGH�DUH�UHOD[HG�DQG�WKH�HFRQRP\�WUDGHV�ZLWK�D�SHUIHFWO\�FRPSHWLWLYH�ZRUOG�PDUNHW��� (YHQ�LI�LPSRUWV�FRQVWLWXWH�D�VPDOO� RU�]HUR��VKDUH�RI�WKH�GRPHVWLF�PDUNHW��SRWHQWLDO�LPSRUWV��LQ�DGGLWLRQ�WR�DFWXDO�LPSRUWV��GLVFLSOLQH�WKH�EHKDYLRXU�RI�WKH�H[LVWLQJ�VLQJOH�ILUP��7KXV��LQWHUQDWLRQDO�FRPSHWLWLRQ�DQG�WUDGH�SROLF\�FDQ�DFW�DV�VXEVWLWXWHV�IRU�FRPSHWLWLRQ�SROLF\�+RZHYHU��GXULQJ�WKH�SDVW�WHQ�\HDUV��WKH�DUJXPHQW�IRU�FRPSHWLWLRQ�SROLF\�KDV�EHHQ�UHYLYHG��GXH�WR�WKH�GHYHORSPHQW�RI�FULWLTXHV�IRU�HDFK�RI�WKH�WKUHH�FODLPV�DJDLQVW�LW��)LUVW��LW�KDV�EHHQ�GHPRQVWUDWHG�WKDW�WKH�HFRQRPLF�ZHOIDUH�ORVVHV�DVVRFLDWHG�ZLWK�PRQRSRO\�DQG�LPSHUIHFWLRQV�RI�FRPSHWLWLRQ�PD\�EH�JUHDWHU�WKDQ�+DUEHUJHU
V�HVWLPDWHV��ZKR�IRFXVHG�KLV�DWWHQWLRQ�RQ�WKH�LQFUHDVH�LQ�SULFHV��)LUPV�PD\�HQGHDYRXU�WR�UDLVH�ULYDOV
�FRVWV��GHWHU�RWKHU�ILUPV�IURP�HQWHULQJ�WKH�PDUNHW��HQJDJH�LQ�UHQW�VHHNLQJ�DQG�VSHQG�UHVRXUFHV�WR�LQGXFH�WKH�JRYHUQPHQW�WR�LPSRVH��TXRWDV��DOWHU�WKH�GHJUHH�RI�FRPSHWLWLRQ�LQ�WKH�PDUNHW�E\�FROOXGLQJ�ZLWK�RWKHU�ILUPV��$OO�WKHVH�DFWLYLWLHV�KDYH�ZHOIDUH�ORVVHV�DQG�GLVWRUW�WKH�PDUNHW�PHFKDQLVP�DQG�VKRXOG�EH�LQFOXGHG�LQ�WKH�DQDO\VLV�RI�WKH�ZHOIDUH�LPSOLFDWLRQV�RI�GLYHUJHQFH�IURP�FRPSHWLWLRQ���6HFRQG��WKH�DUJXPHQWV�DQG�FRQFOXVLRQV�RI�WKH�FRQWHVWDELOLW\�GRFWULQH�KDYH�EHHQ�DWWDFNHG�E\�VHYHUDO�HFRQRPLVWV��H�J��'DVJXSWD�DQG�6WLJOLW]���������ZKR�QRWHG�WKDW�WKLV�GRFWULQH�UHFHLYHG�VWURQJ�VXSSRUW��PDLQO\�IURP�WKRVH�ZKR�ZRXOG OLNH�WR�EH�IUHH�IURP�DQWLWUXVW�ODZV��� 7KH�DGYRFDWHV�RI�WKLV�YLHZ�DUJXH�WKDW�QRW�RQO\�ZDV�$GDP�6PLWK�FRUUHFW�LQ�KLV�FRQFHUQ�WKDW�ZKHQ�SHRSOH�RI�WKH�VDPH�WUDGH�PHHW�WRJHWKHU���³WKH�FRQYHUVDWLRQ�HQGV�LQ�FRQVSLUDF\�DJDLQVW�WKH�SXEOLF�RU�LQ�VRPH�FRQWULYDQFH�WR UDLVH�SULFH�����EXW�JR�IXUWKHU��7KH\�HPSKDVLVH�WKDW�WKHVH�DQWLFRPSHWLWLYH�SUDFWLFHV�KDYH�UHDO�HIIHFWV��ZKLFK�DUH�QRW�VLPSO\�XQGRQH�E\�FRPSHWLWLRQ�EHLQJ�DFWXDO�RU�SRWHQWLDO��(YHQ�LQ�UHFHVVLRQV��SULFHV�DUH�OLNHO\�WR�EH�VLJQLILFDQWO\�KLJKHU�WKDQ�PDUJLQDO�FRVWV��ZKLFK�ZRXOG�QRW�EH�WKH�FDVH�XQGHU�SHUIHFW�FRPSHWLWLRQ��7KH�H[LVWHQFH�RI�QDWXUDO�PRQRSROLHV��SURGXFW�GLIIHUHQWLDWLRQ�DQG�LPSHUIHFW�LQIRUPDWLRQ��VWUHQJWKHQV�WKH�DUJXPHQW�IRU�FRPSHWLWLRQ�SROLF\��)XUWKHU��OLPLWDWLRQV�RQ�SRWHQWLDO�FRPSHWLWLRQ��EHFDXVH�RI�
�� 6WLJOLW]��RS��FLW���S�������� 6HH�.�KQ��6HDEULJKW�DQG�6PLWK���������SS��������� 6HH�/DQJHQIHOG� -��DQG��%OLW]HU��0����������SS�����±������ 6WLJOLW]��RS��FLW���S������� LELG���SS���������� &LWHG�DERYH�
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GLIIHUHQW�EDUULHUV�WR�HQWU\��IUXVWUDWH�WKH�FODLPHG�GLVFLSOLQDU\�UROH�RI�FRQWHVWDELOLW\��%DUULHUV�WR�HQWU\��DFFRUGLQJ�WR�%DLQ�����������DUH�WR�WKH�DGYDQWDJH�RI�LQFXPEHQW�ILUPV�RYHU�HQWUDQW�ILUPV��7KHVH�EDUULHUV�FDQ�WDNH�GLIIHUHQW�IRUPV��VXFK�DV�VXQN�FRVWV��DEVROXWH�FRVW�DGYDQWDJHV��SURGXFW�GLIIHUHQWLDWLRQ��H�J��EUDQGV�DQG�SDWHQWV�DQG�VWUDWHJLF�EDUULHUV�WR�HQWU\��H�J��SUHGDWRU\�SULFLQJ��7KLUG��LW�KDV�EHHQ�VKRZQ�WKDW�WUDGH�SROLF\�FDQQRW�EH�FRQVLGHUHG�D�SHUIHFW�VXEVWLWXWH�IRU�FRPSHWLWLRQ�SROLF\��7UDGH�SROLF\�IRFXVHV�RQ�WKH�UHPRYDO�RI�EDUULHUV�WR�LQWHUQDWLRQDO�WUDGH��WKURXJK�DFWLRQV�WR�UHGXFH�WDULII�OHYHOV�DQG�DJUHHPHQWV�WR�ORZHU�WKH�HIIHFWV�RI�QRQ�WDULII�EDUULHUV��&RPSHWLWLRQ�SROLF\�DLPV�DW�HQVXULQJ�WKH�HIILFLHQW�IXQFWLRQLQJ�RI�PDUNHWV�E\�UHPRYLQJ�RU�FRQWUROOLQJ�UHVWULFWLYH�EXVLQHVV�SUDFWLFHV��� &RPSHWLWLRQ�SROLF\�LV�PRUH�HIIHFWLYH�WKDQ�WUDGH�SROLF\�LQ�GRPHVWLF�PDUNHWV��ZKLFK�DUH�QRW�VWURQJO\�LQIOXHQFHG�E\�LQWHUQDWLRQDO�WUDGH��,Q�RWKHU�ZRUGV��LW�GRHV�QRW�FRQVWUDLQ�WKH�H[HUFLVH�RI�PDUNHW�SRZHU�GXH�WR��WKH�XVH�RI�UHVWULFWLYH�WUDGH�PHDVXUHV��H[FHVVLYH�XVH�RI�DQWLGXPSLQJ�DQG�FRXQWHUYDLOLQJ�GXWLHV��KLJK�WUDQVSRUWDWLRQ�FRVWV��HFRQRPLHV�RI�VFDOH�RI�GRPHVWLF�ILUPV��FXOWXUDO�EDUULHUV�WR�WUDGH��VLJQLILFDQFH�RI�QRQWUDGDEOHV��WHFKQLFDO�VWDQGDUGV���HWF��'DQJHU�WR�FRPSHWLWLRQ�PD\�FRPH�IURP�LQWHUQDWLRQDO�WUDGH�LWVHOI��LQWHUQDWLRQDO�FDUWHOV�PD\�GLYLGH�XS�PDUNHWV�WKURXJK�SULFH�IL[LQJ�DQG�RQ�WKH�EDVLV�RI�JHRJUDSKLF�PDUNHW�VKDULQJ����)XUWKHU��LQ�VRPH�VHFWRUV��QRUPDOO\�FKDUDFWHULVHG�E\�KHDY\�FRQFHQWUDWLRQ�DQG�D�VPDOO�QXPEHU�RI�SOD\HUV��HYHQ�DW�WKH�LQWHUQDWLRQDO�OHYHO��H�J��WHOHFRPPXQLFDWLRQV�DQG�SKDUPDFHXWLFDOV��IRUHLJQ�ILUPV�PD\�ILQG�LW�PRUH�SURILWDEOH�WR�FROOXGH�UDWKHU�WKDQ�FRPSHWH���7KXV��LQFUHDVLQJ�ELODWHUDO�DQG�PXOWLODWHUDO�WUDGH�DJUHHPHQWV�KDYH�GHPRQVWUDWHG�WKH�QHHG�WR�UHFRQFLOH�QDWLRQDO�FRPSHWLWLRQ�SROLFLHV��HVSHFLDOO\�GXULQJ�DQG�DIWHU�WKH�8UXJXD\�5RXQG�QHJRWLDWLRQV������������+RHNPDQ�DQG�.RVWHFNL��������FODLP�WKDW��IRU�*$77
V�WUDGLWLRQDO�SXEOLF�FKRLFH�G\QDPLFV�WR�ZRUN��DQWL�WUXVW�UHODWHG�PDUNHW�DFFHVV�EDUULHUV�DIIHFWLQJ�D�FRXQWU\
VH[SRUWHUV�PXVW�EH�ODUJH�HQRXJK�WR�RIIVHW�WKH�JDLQV�DFFUXLQJ�WR�LQGXVWULHV�EHQHILWLQJ�IURP�QDWLRQDO�FRPSHWLWLRQ�SROLF\�H[HPSWLRQV�����6LQFH�VWUXFWXUDO�DQG�RWKHU�GLIIHUHQFHV�DPRQJ�QDWLRQV�LQFUHDVH�WUDQVDFWLRQ�FRVWV�DQG�PD\�LPSHGH�DFFHVV�WR�PDUNHWV��KDUPRQLVDWLRQ�RI�FRPSHWLWLRQ�SROLF\�ZRXOG�LQFUHDVH�HFRQRPLF�HIILFLHQF\�DW�WKH�LQWHUQDWLRQDO�OHYHO���:H�DUJXH�WKDW�WKH�IRXU�
SUDJPDWLF
�SULQFLSOHV�SXW�IRUZDUG�E\�%KDJZDWL��������DJDLQVW�EURDGHQLQJ�WKH�LQWHUQDWLRQDO�DJHQGD�RI�LQWHUQDWLRQDO�WUDGH�DJUHHPHQWV�VKRXOG�EH FRQVLGHUHG�LQ�WKH�IRUPXODWLRQ�RI�FRPSHWLWLRQ�SROLF\�LQ�WKH�FRQWH[W�RI�QHJRWLDWLQJ�ELODWHUDO�DQG�PXOWLODWHUDO�
�� 6HH�0DUWLQ���������SS���������� /OR\G�DQG�6DPSVRQ���������S�������� .KHPDQL�DQG�'XW]���������S������� +RHNPDQ�DQG�.RVWHFNL���������S�������� ��.KHPDQL�DQG�'XW]���������S�����
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IUHH�WUDGH�DJUHHPHQWV��)LUVW��SURSRUWLRQDOLW\��L�H��VPDOO�HIIHFWV�VKRXOG�EH�LJQRUHG�LQ�LQWHUQDWLRQDO�QHJRWLDWLRQV��6HFRQG��LQWHQWLRQDOLW\��L�H��SROLFLHV�WKDW�DUH�QRW�GHOLEHUDWHO\�DGRSWHG�WR�IDYRXU�KRPH�ILUPV��VKRXOG�EH�H[FOXGHG��7KLUG��VHOHFWLYLW\��L�H��SROLFLHV�WKDW�DUH�QRW�WDUJHWHG�WR�SDUWLFXODU�VHFWRUV�RU�SURMHFWV�DUH�DOORZDEOH��7KLV�SULQFLSOH��SDUWLFXODUO\��LV�RI�JUHDW�LPSRUWDQFH�LQ�GHDOLQJ�ZLWK WKH�LVVXH�RI�VWDWH�DLG��UHIHUUHG�WR�(8�DJUHHPHQWV�ZLWK�0HGLWHUUDQHDQ�FRXQWULHV��)RXUWK��SUR[LPLW\��L�H��PHDVXUHV�WKDW�RQO\�LQGLUHFWO\�DIIHFW�LQWHUQDWLRQDO�FRPSHWLWLYHQHVV��H�J��IDUP�LQFRPH�VXSSRUW��VKRXOG�DOVR�EH�H[FOXGHG�IURP�QHJRWLDWLRQV���7KH�UDWLRQDOH EHKLQG�WKHVH�IRXU�SULQFLSOHV��ZKLFK�PDNH�D�GLVWLQFWLRQ�EHWZHHQ�ZKDW�VKRXOG�EH�DGGUHVVHG�DW�WKH�LQWHUQDWLRQDO�OHYHO�DQG�ZKDW�VKRXOG�EH�FRQVLGHUHG�DV�WKH�SUHVHUYH�RI�QDWLRQDO�FRPSHWLWLRQ�SROLF\��LV�TXLWH�VWUDLJKWIRUZDUG��LQWHUQDWLRQDO�QHJRWLDWLRQV�QRW�XQFRPPRQO\�UHVXOW�LQ�LQFUHDVHG�VFRSH�IRU�LQWHUQDWLRQDO�GLVSHUVLRQ�DQG�FRQIOLFW��+HQFH��XQLPSRUWDQW�LVVXHV�VKRXOG�QRW�EH�UDLVHG�LQLWLDOO\��(YHQ�XQGHU�WKH�QRWLRQV�RI�FRRSHUDWLRQ�DQG�PXWXDO�EHQHILW��LI�FRXQWULHV�VKRXOG�LQWHUIHUH�ZLWK�WKH�SROLFLHV�RI�RWKHU�FRXQWULHV��WKH\�PD\�RQO\�GR�VR�ZKHQ�WKHUH�LV�JRRG�UHDVRQ��
,,,��'LIILFXOWLHV�IDFLQJ�DQ�HPHUJLQJ�HFRQRP\�LQ�IRUPXODWLQJ�FRPSHWLWLRQ�ODZ3ROLF\�PDNHUV�LQ�HPHUJLQJ�HFRQRPLHV�IDFH�VHYHUDO�GLIILFXOWLHV��ZKLFK�PLJKW�EH�VHHQ�DV�FRPPRQ�DPRQJ�WKHP�ZLWK�UHVSHFW�WR�IRUPXODWLQJ�D�FRPSHWLWLRQ�SROLF\�DQG�LQWURGXFLQJ�D�FRPSHWLWLRQ�ODZ��7KHVH�GLIILFXOWLHV�DUH�VXPPDULVHG�EHORZ�7KH�LQIOXHQFH�RI�WUDGLQJ�SDUWQHUV7KH�ORJLFDO�VWDUWLQJ�SRLQW�LQ�IRUPXODWLQJ�D�QHZ�HFRQRPLF�ODZ�LV��WR�UHYLHZ�WKH�FRXQWU\¶V�HFRQRPLF�QHHGV�DQG�OHJDO�WUDGLWLRQV�DQG�VKDSH�WKH�ODZ�DFFRUGLQJO\��&RPSHWLWLRQ�ODZ��VRPH�VXJJHVW��LV�GLIIHUHQW�LQ�WKLV�UHVSHFW��D�VWDWH�VKRXOG�IRUPXODWH�LWV�FRPSHWLWLRQ�OHJLVODWLRQ�DORQJ�WKH�OLQHV�DOUHDG\�DGRSWHG�E\�LWV�H[LVWLQJ�RU�SRWHQWLDO�WUDGLQJ�SDUWQHUV��$FFRUGLQJ�WR�WKLV�YLHZ��WKH DGRSWLRQ�RI�DQ�DGYDQFHG�FRPSHWLWLRQ�PRGHO�FDQ�KDYH�EHQHILFLDO�HIIHFWV�RQ�IXWXUH�WUDGH�DQG�FRQVHTXHQWO\�RQ�WKH�HFRQRP\�DV�D�ZKROH��$Q�(&�EDVHG�FRPSHWLWLRQ�ODZ��IRU�LQVWDQFH��ZRXOG�HQFRXUDJH�:HVWHUQ�(XURSHDQ�LQYHVWRUV�DWWUDFWHG�E\�WKH�IDPLOLDU�OHJDO�HQYLURQPHQW��6LPLODUO\��FRPSHWLWLRQ�OHJLVODWLRQ�EDVHG�RQ�WKH�8QLWHG�6WDWHV¶�PRGHO��LQ�DGGLWLRQ�WR�EHLQJ�VDIH��� ZRXOG�DOVR�HQFRXUDJH�$PHULFDQ�LQYHVWPHQW��EHLQJ�DWWUDFWHG�
�� 6HH�.�KQ��6HDEULJKW�DQG�6PLWK���������S������� 7KH� VXLWDELOLW\� RI� 86� ODZ� IRU� WKH� QHHGV� RI� (DVWHUQ� (XURSHDQ� FRXQWULHV� ZDV� DGYRFDWHG� E\� VHYHUDO�FRPPHQWDWRUV��LQFOXGLQJ�DQ�DUJXPHQW�WR�WKH�HIIHFW�WKDW�³FHUWDLQO\��WKH�HQDFWPHQW�RI�OHJLVODWLRQ�VLPLODU�WR�WKH�8�6�DQWLWUXVW� ODZV�� DORQJ�ZLWK� WKH� FUHDWLRQ�RI� WKH� DSSURSULDWH� HQIRUFHPHQW� DJHQFLHV��ZLOO� KHOS� UHGXFH�GLVWRUWLRQV� LQ�
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E\�WKH�IDPLOLDULW\�RI�WKH�OHJDO�IUDPHZRUN��� ,W�KDV�WKHUHIRUH�EHHQ�DUJXHG�WKDW�GHFLVLRQV�DERXW�ZKLFK�FRPSHWLWLRQ�ODZ�PRGHO�WR�DGRSW�LV�WR�D�ODUJH�GHJUHH�SUHGHWHUPLQHG�E\�D�FRXQWU\¶V�LQWHUQDWLRQDO�HFRQRPLF�SROLF\���
7KH�JHQHUDO�DSSURDFK�RI�WKH�ODZ��SHU�VH�Y��UXOH�RI�UHDVRQ��$�FRXQWU\¶V�IRUPXODWLRQ�RI�LWV�FRPSHWLWLRQ�OHJLVODWLRQ�ZLOO�IXUWKHU�EH�DIIHFWHG�E\�UHJXODWRU\�FRQVLGHUDWLRQV��(PHUJLQJ�HFRQRPLHV�ZLWK�HLWKHU�OLWWOH�RU�QR�H[SHULHQFH�RI�DGPLQLVWHULQJ�D�FRPSOH[�UHJXODWRU\�IUDPHZRUN�PD\�DW�ILUVW�RSW�IRU�D�FRPSHWLWLRQ�ODZ�WKDW�FDQ�EH�HDVLO\�HQIRUFHG��7KLV�PD\�EH�D�JRRG�UHDVRQ�WR�UHMHFW�D�UXOH�RI�UHDVRQ W\SH�OHJLVODWLRQ��ZKLFK�ZRXOG�UHTXLUH�FRPSOH[�FDVH�E\�FDVH�DQDO\VHV���DQG�RSW�IRU�WKH�PRUH�VWUDLJKWIRUZDUG�SHU�VH DSSURDFK��DW�OHDVW�XQWLO�LWV�FRPSHWLWLRQ�DJHQFLHV�GHYHORS�WKH�H[SHUWLVH�QHFHVVDU\�WR�DGPLQLVWHU�WKH�IRUPHU�DSSURDFK���7KH�XQFRQGLWLRQDO�SURKLELWLRQ�DW�WKH�KHDUW�RI�WKH�SHU�VH DSSURDFK�KDV�WKH�DGYDQWDJH�RI�EHLQJ�UHODWLYHO\�FKHDS�WR�HQIRUFH��,W�DOVR�SURYLGHV�FOHDU�JXLGDQFH�WR�WKH�EXVLQHVV�FRPPXQLW\��,W�LV�PRUH�HIILFLHQW��VLQFH�QR�WLPH�LV�ZDVWHG�EHIRUH�WKH�OHJDOLW\�RI�D�JLYHQ�PRGH�RI�FRQGXFW�LV�HVWDEOLVKHG��7UXH��WKH�SHU�VH DSSURDFK�PD\�FRQGHPQ�DFWV�ZKLFK�WKH�UXOH�RI�UHDVRQ�DSSURDFK�PLJKW�QRW�VDQFWLRQ��+RZHYHU��WKH�FHUWDLQW\�LV�WKDW�WKH�SHU�VH DSSURDFK�RIIVHWV�WKH�ORVV�RI�WKH�EHQHILWV�GHULYHG�IURP�WKH�UXOH�RI�UHDVRQ�DSSURDFK���'UDIWLQJ�SHU�VH FRPSHWLWLRQ�OHJLVODWLRQ��KRZHYHU��LV�QR�HDV\�WDVN��WKH�OHJLVODWLRQ�PXVW�GHILQH��FOHDUO\�DQG�LQ�GHWDLO��WKRVH�SUDFWLFHV�ZKLFK�DUH�SURKLELWHG��� LW�PXVW�DOVR�FOHDUO\�GHILQH�
ERWK�SURGXFHUV¶�DQG�FRQVXPHUV¶�SULFHV�DQG�WKHUHE\�LQFUHDVH�WKH�JDLQV�IURP�WKH�XVH�RI�WKH�PDUNHWV�´��)HLQEHUJ��5��DQG�0HXUV��0����������S����������� 0DVWDOLU��5���������S������+H�IXUWKHU�VWDWHV�WKDW�³WKH�GHVLUH�WR�GHYHORS�WUDGH�DQG�LQYHVWPHQW�UHODWLRQV�ZLWK�WKH�8QLWHG�6WDWHV�PDGH�WKH�8�6�DQWLWUXVW�ODZV�D�ORJLFDO�PRGHO�IRU�(DVWHUQ�(XURSHDQ�VWDWHV�´��D�VLPLODU�DUJXPHQW�FDQ�EH� IRXQG� LQ�� /DQJHQIHOG�� -�� DQG� %OLW]HU�� 0�� �������� SS�� ���±��� 7KH� IRUPHU� &KDLUPDQ� RI� WKH� )HGHUDO� 7UDGH�&RPPLVVLRQ�LQ�WKH�8QLWHG�6WDWHV�KDV�VDLG�WKDW�86�VW\OH�FRPSHWLWLRQ�ODZV�LQ�HPHUJLQJ�PDUNHWV�ZLOO�³HQKDQFH�WKH�FRPSHWLWLYHQHVV� RI�$PHULFDQ� LQGXVWU\� E\�KHOSLQJ� WR� RSHQ�QHZ�PDUNHWV� DQG� LQYHVWPHQW� RSSRUWXQLWLHV�´�� -XVWLFH�'HSDUWPHQW���������)7&�5HFHLYH�)XQGV�WR�6XSSRUW�&RPSHWLWLRQ�&RXQVHOOLQJ�$LG��,QWHUQDWLRQDO�7UDGH�5HSRUW��S�������DV�FLWHG�E\�:DOOHU��6����������S�������� (VWULQ��6��DQG�&DYH��0����������S�������� :KLVK�� 5�� �������� S�� ���� QRWHV� WKDW� WKHVH� WZR� WHUPV� ³KDYH� WHQGHG� WR� EHFRPH� SDUW� RI� WKH� FRPSHWLWLRQ� ODZ�JHQHUDOO\�´� 5XOH� RI� UHDVRQ� LV� XVHG� KHUH� WR� PHDQ� DQ� DSSURDFK� UHTXLULQJ� D� FDVH�E\�FDVH� DQDO\VLV� WR� UHDFK� WKH�FRQFOXVLRQ� ZKHWKHU� FHUWDLQ� SUDFWLFHV� VKRXOG� EH� SURKLELWHG� RU� QRW� �XVLQJ� (&� WHUPLQRORJ\� DV� WR� ZKHWKHU� D�SURKLELWLRQ�VKRXOG�EH�H[HPSWHG�RU�QRW���� /DQJHQIHOG��-��DQG��%OLW]HU��0����������S������������� /DQJHQIHOG��-��DQG�%OLW]HU��0����������SS�����±������ *LYHQ� WKH�H[LVWHQFH�RI�D� ORQJ�VWDQGLQJ�FRPSHWLWLRQ� WUDGLWLRQ��H[SHULHQFHG�FRPSHWLWLRQ�DJHQFLHV�DQG�FRXUWV��WKH� UXOH� RI� UHDVRQ� SUHYDLOV�� +HQFH�� WKH� ODZ� RQO\� SURYLGHV� JHQHUDO� JXLGHOLQHV�� OHDYLQJ� WKH� GHWDLOV� RI��LPSOHPHQWDWLRQ�WR�FRPSHWLWLRQ�DJHQFLHV�DQG�WKH�FRXUWV��,QGHHG��DQ�LQVWUXPHQW�OLNH�WKH�6KHUPDQ�$FW�KDV�VXUYLYHG�IRU�RYHU�D�FHQWXU\�QRZ��EHFDXVH�LWV�JHQHUDO�ZRUGLQJ�DOORZHG�WKH�FRXUWV�WR�GUDZ�GLIIHUHQW�FRQFOXVLRQV�IURP�LW�RYHU�WKH�\HDUV���
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FRPSHWLWLRQ��DV�ZHOO�WKRVH�DFWV�ZKLFK�DUH�VDQFWLRQHG��&RPSHWLWLRQ�OHJLVODWLRQ�PD\�EH�IDVKLRQHG�LQ�RQH�RI�VHYHUDO�VW\OHV��,W�PD\�DGRSW�UXOHV�DJDLQVW�FDUWHOV�DQG�PDUNHW�EORFNLQJ�DFWV�E\�GRPLQDQW�ILUPV��DV�LQ�WKH�8QLWHG�6WDWHV��RU�LW�PD\�WDNH�D�PRUH�LQWHUYHQWLRQLVW�DWWLWXGH�WKDW�DOORZV�IRU�WKH�LQWURGXFWLRQ�RI�FDVH�VSHFLILF�DQVZHUV�PRUH�UHVSRQVLYH WR�D�FRXQWU\¶V�VSHFLDO�QHHGV�DQG�QRUPV��RU�LW�PD\�DGRSW�D�VXL�JHQHULV�FRPELQDWLRQ�RI�WKH�IRUHJRLQJ�DSSURDFKHV���2EMHFWLYHV�RI�WKH�ODZ�6HWWLQJ�FOHDU�REMHFWLYHV�IRU�DQ\�SURSRVHG�OHJLVODWLRQ�LV�REYLRXVO\�LPSRUWDQW��$[LRPDWLF�WKRXJK�WKLV�PD\�EH��LW�KDV�EHHQ�QRWHG�WKDW�8.�ODZ��DQG�WR�D�OHVVHU�H[WHQW�((&�ODZ��KDV�GHYHORSHG�ZLWKRXW�DQ\�RYHUDOO�FRQFHSWLRQ�RI�WKH�IXQFWLRQ�RI�HLWKHU�FRPSHWLWLRQ�RU�FRPSHWLWLRQ�ODZ��7KLV�KDV�SURGXFHG�PDQ\�RI�WKH�GLIILFXOWLHV�WKDW�SUHVHQWO\�H[LVW���&RPSHWLWLRQ�OHJLVODWLRQ�LQ�HPHUJLQJ�HFRQRPLHV�PXVW�DLP�WR�DFKLHYH�WZR�REMHFWLYHV��WR�PDLQWDLQ�DQG��ZKHUH�DEVHQW��WR�FUHDWH�FRPSHWLWLRQ��2QO\�WKH�ILUVW�RI�WKHVH�REMHFWLYHV�IRUPV�SDUW�RI�WKH�IXQFWLRQ�RI�FRPSHWLWLRQ�OHJLVODWLRQ�LQ�GHYHORSHG�HFRQRPLHV��7KH�VHFRQG�WDVN��WKH�FUHDWLRQ�RI�FRPSHWLWLRQ��UHVXOWV�IURP�WKH�HFRQRPLF�VWDWXV�RI�HPHUJLQJ�HFRQRPLHV��,Q�WKLV�UHJDUG��DGYDQFHG�FRPSHWLWLRQ�ODZV�RIIHU�QR�DVVLVWDQFH�WR�HPHUJLQJ�HFRQRPLHV��DV�WKH\�DUH�EDVHG�RQ�WKH�DVVXPSWLRQ�RI�WKH�H[LVWHQFH�RI�IUHHGRP�RI�YROXQWDU\�H[FKDQJH�LQ�D�JHQHUDOO\�FRPSHWLWLYH HQYLURQPHQW�6FRSH�RI�WKH�ODZ,W�KDV�EHHQ�DUJXHG�WKDW�FRQVLGHULQJ�WKH�GLIILFXOWLHV��ZKLFK�DQ�HPHUJLQJ�HFRQRP\�IDFHV�LQ�IDVKLRQLQJ�D�VRSKLVWLFDWHG�FRPSHWLWLRQ�ODZ��LW�VKRXOG�IRFXV�LQLWLDOO\�RQ�UHJXODWLQJ�KRUL]RQWDO�DJUHHPHQWV�� DQG�PHUJHUV�DQG�DFTXLVLWLRQV� LQVWHDG�RI�WU\LQJ�WR�LQFOXGH�YHUWLFDO�DJUHHPHQWV��DQG�DEXVH�RI�PDUNHW�SRZHU�DV�ZHOO��+RUL]RQWDO�DJUHHPHQWV�DUH�JLYHQ�SUHFHGHQFH�EHFDXVH�WKH�PDUNHW�VWUXFWXUH�RI�DQ�HPHUJLQJ�HFRQRP\��FKDUDFWHULVHG�DV�LW�LV�E\�WKH�LQYROYHPHQW�RI�D�VPDOO�QXPEHU�RI�ILUPV��OHQGV�LWVHOI�HDVLO\�WR�WKLV�W\SH�RI�DJUHHPHQW��� %\�ZD\�RI�UHILQHPHQW��RQH�FRPPHQWDWRU�KDV�DUJXHG�WKDW�WKH�LQLWLDO�URVWHU�RI�IRUELGGHQ�SUDFWLFHV�PLJKW�EH�OLPLWHG�WR�KRUL]RQWDO�SULFH�IL[LQJ��FROOXVLYH�WHQGHULQJ�DQG�PDUNHW�DOORFDWLRQ�VFKHPHV��7KH�DWWUDFWLYHQHVV�

�� )LQJOHWRQ��)���)R[��(���1HYHQ��'��DQG�6HDEULJKW��3����������S������� :KLVK��5���������� S������� +RUL]RQWDO�DJUHHPHQWV�DUH�WKRVH�DJUHHPHQWV�WKDW�FDQ�QHJDWLYHO\�DIIHFW�FRPSHWLWLRQ�XQGHUWDNHQ�E\�ILUPV�DW�WKH�VDPH�OHYHO�RI�WKH�PDUNHW��H�J��SURGXFHUV��� 9HUWLFDO�DJUHHPHQWV�DUH�WKRVH�DJUHHPHQWV�WKDW�FDQ�DIIHFW�FRPSHWLWLRQ�XQGHUWDNHQ�E\�ILUPV�DW GLIIHUHQW�OHYHOV�RI�WKH�PDUNHW��H�J���SURGXFHU�DQG��GLVWULEXWRU���� 7KLV�DUJXPHQW�ZDV�UHIHUUHG�WR�LQ�6WHYHQV��'����������S������
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RI�WKLV�DSSURDFK�UHVLGHV�LQ�LWV�LPSRVLWLRQ�RI�WKH�OLJKWHVW�VKRUW�WHUP�DQDO\WLFDO�DQG�DGPLQLVWUDWLYH�EXUGHQV��DQG��DW�WKH�VDPH�WLPH��LWV�IRFXV�RQ�WKH�PRVW�SUHMXGLFLDO�SUDFWLFHV���7KH�IDFW�WKDW�WKHUH�DUH�DW�SUHVHQW��DQG�ZLOO�EH�IRU�VRPH�WLPH�WR�FRPH��VHYHUDO VWDWH�RZQHG�ILUPV�ZKLFK�ZLOO�EH�VXEMHFW�WR�FRPSHWLWLRQ�ODZV�LQ�HPHUJLQJ�HFRQRPLHV��LV�QRW�RQO\�QRYHO�EXW�DFWXDOO\�UXQV�FRXQWHU�WR�SUHYDLOLQJ�WUDGLWLRQ��7KH�ODZ�PXVW�WKHUHIRUH�DOVR�GLVFRXUDJH�PRQRSROLVWLF�SUDFWLFHV��,W�PXVW�WKHUHIRUH�HQWUXVW�WKH�FRPSHWLWLRQ�DJHQF\�ZLWK�DQ�DFWLYH�UROH�LQ�WKH�JRYHUQPHQW¶V�GH�PRQRSROLVDWLRQ�VFKHPHV��7KHVH�ZRXOG�LQFOXGH�WKH�LPSOHPHQWDWLRQ�RI�WUDGH�SROLFLHV�DQG�VFKHPHV�DLPHG�DW�LQFUHDVLQJ�FRQVXPHU�DZDUHQHVV��DV�ZHOO�DV�WKH�FUHDWLRQ�RI�FRQGLWLRQV�IDFLOLWDWLQJ�DFFHVV�WR�PDUNHWV�7KH�GLIILFXOW\�LV�WKDW�LI�D�FRPSHWLWLRQ�ODZ�GRHV�QRW�DGHTXDWHO\�SURWHFW�WKH�FRPSHWLWLYH�SURFHVV��WKH�FRXQWU\¶V�RYHUDOO�HFRQRPLF�GHYHORSPHQW�VXIIHUV�DV�D�UHVXOW�RI�WKRVH�GLVWRUWLRQV�ZKLFK�WKH�ODZ�KDV�IDLOHG�WR�UHPHG\��LI�WKH�FRPSHWLWLRQ�OHJLVODWLRQ�LV�RYHU]HDORXV��LW�HQGV�XS�UHVWULFWLQJ�WKH�IUHHGRP�RI�EXVLQHVVHV�WR�DGRSW�EHQHILFLDO�SUDFWLFHV�DQG�RUJDQLVDWLRQDO�IRUPV��DQG�WKXV�FULSSOHV�WKH�HFRQRP\���(QIRUFLQJ�FRPSHWLWLRQ�ODZ(VWDEOLVKLQJ�D�FRPSHWLWLRQ�DJHQF\�LV�DQ�LQWHJUDO�SDUW�RI�LQWURGXFLQJ�FRPSHWLWLRQ�ODZ��� ,W�LV�WKLV�DJHQF\�ZKLFK�FRQGXFWV�LQYHVWLJDWLRQV�LQWR�VXVSHFWHG�FRPSHWLWLRQ�YLRODWLRQV��SURSULR�PRWX RU�DW�WKH�EHKHVW�RI�WKH�LQMXUHG�SDUW\���LVVXHV�UXOLQJV��DVVHVVHV�SHQDOWLHV��PRQLWRUV�WKH�PDUNHW�DQG�VWXGLHV�SUHYDLOLQJ�FRQGLWLRQV�LQ�WKH�VHDUFK�IRU�SULFH�LUUHJXODULWLHV��,W�DOVR�DGYLVHV�WKH�JRYHUQPHQW�RQ�WKH�VDOH�RI�VWDWH�RZQHG�HQWHUSULVHV�DQG�RQ�WKH�RYHUDOO�VRXQGQHVV�RI�WKH�FRPSHWLWLRQ�HQYLURQPHQW��� *LYHQ�LWV�SLYRWDO�UROH��WKH�HVWDEOLVKPHQW�RI�DQ�HIILFLHQW�DJHQF\�LV�LPSHUDWLYH�LI�FRPSHWLWLRQ�ODZ�LV�WR�EH�LQWURGXFHG��DV�LW�LV�WKH�HQIRUFHPHQW�SROLF\�WKDW�ZLOO�GHWHUPLQH�WKH�SUDFWLFDO�LPSDFW�RI�WKH�OHJLVODWLRQ��7R�GR�DOO�WKLV��D�FRPSHWLWLRQ�DJHQF\�PXVW�KDYH��L��D�WUDQVSDUHQW��LQGHSHQGHQW�DQG�LPSDUWLDO�DGPLQLVWUDWLYH�VWUXFWXUH���LL��TXDOLILHG�VWDII��KHUH�WKH�GLIILFXOW\�GRHV�QRW�FRQFHUQ�WKRVH�ZKR�ZLOO�SUHVLGH�RYHU�WKH�DJHQF\��UDWKHU�WKH�HFRQRPLVWV��ODZ\HUV�DQG�RWKHUV�ZKR�ZLOO�EH�HQJDJHG�LQ�WKH�GDLO\�DFWLYLWLHV�RI�WKH�DJHQF\��JLYHQ�WKDW�D�SURSHUO\�IXQFWLRQLQJ�DJHQF\�ZRXOG�UHTXLUH�D�VXEVWDQWLDO�QXPEHU�RI�WKHVH�SURIHVVLRQDOV���DQG��LLL��DGHTXDWH�UHVRXUFHV�WR�DWWUDFW�TXDOLILHG�
�� .RYDFLF��:����������S�������� $PHULFDQ�%DU�$VVRFLDWLRQ��6HFWLRQ�RI�$QWLWUXVW�ODZ��&RPPHQWV�RQ�'UDIW�%XOJDULDQ�$QWLWUXVW�/DZ��)R[��(����������S�������� 'LIIHUHQW�FRXQWULHV�XVH�GLIIHUHQW�WHUPV�ZKHQ�UHIHUULQJ�WR�WKH�ERG\�HQWUXVWHG�ZLWK�WKH�LPSOHPHQWDWLRQ�RI�FRPSHWLWLRQ�ODZ��&RPSHWLWLRQ�FRPPLVVLRQ�DQG�DQWLPRQRSRO\�RIILFH�DUH�IUHTXHQWO\�XVHG���� 6RPH� DXWKRUV� DUJXH� WKDW� FRPSHWLWLRQ� DGYRFDF\� LV� RQH� RI� WKH� PRVW� LPSRUWDQW� WDVNV� RI� D� FRPSHWLWLRQ� DJHQF\�� VHH��5RGULJXH]��$��DQG�&RDWH��0����������SS�����±����
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VWDII�DQG�WR�ZDUG�RII�FRUUXSWLRQ��� 7KH�DERYH�UHSUHVHQWV�VRPH�RI�WKH�SUHUHTXLVLWHV�IRU�WKH�HVWDEOLVKPHQW�RI�D�FRPSHWLWLRQ�DJHQF\�,I�RQH�DQDO\VHV�SUHYDLOLQJ�FRQGLWLRQV�LQ�HPHUJLQJ�HFRQRPLHV��RQH UHFRJQLVHV�WKH�GLIILFXOW\�RI�WKH�WDVN�DW�KDQG��HYHQ�LI�RQH�DVVXPHV�WKDW�DGHTXDWH�ILQDQFH�PD\�EH�PDGH�DYDLODEOH��(VWDEOLVKLQJ�DQ�LQGHSHQGHQW��LPSDUWLDO�DQG�WUDQVSDUHQW�ERG\�HQWUXVWHG�ZLWK�WKH�DGPLQLVWUDWLRQ�RI�FRPSHWLWLRQ�ODZ�ZLOO�EH�GLIILFXOW�IRU�VHYHUDO�UHDVRQV��LQFOXGLQJ�WKH�QRYHOW\�RI�WKH�LQVWLWXWLRQ��0RUHRYHU��WKH�VWDII�RI�DQ�DJHQF\��ZKLFK�FRXOG�H[FHHG�D�KXQGUHG�PHPEHUV��ZRXOG�QHLWKHU�EH�ZHOO�WUDLQHG�QRU�DFTXDLQWHG�ZLWK�FRPSOLFDWHG�UHJXODWLRQV�DQG�ZLWK�WKH�OHJDO�DQG�HFRQRPLF�LVVXHV�SHUWDLQLQJ�WR�FRPSHWLWLRQ�ODZ���(QIRUFHPHQW�LVVXHV�UHSUHVHQW�WKH�PDLQ�GLIILFXOW\�LQ�LQWURGXFLQJ�FRPSHWLWLRQ�ODZ��$YDLODEOH�HQIRUFHPHQW�FDSDELOLWLHV�PXVW�GLFWDWH�WKH�VXEVWDQWLYH�DSSURDFK�RI�WKH�ODZ��,W�LV�FRXQWHUSURGXFWLYH�WR�LQWURGXFH�D�VRSKLVWLFDWHG�SLHFH�RI�OHJLVODWLRQ�WKDW�LV�GLIILFXOW�RU�LPSRVVLEOH�WR�LPSOHPHQW�E\�WKH�H[LVWLQJ�FRPSHWLWLRQ�DJHQF\��� +RZHYHU��HVWDEOLVKLQJ�DQ�HIILFLHQW�HQIRUFHPHQW�DJHQF\�FDSDEOH�RI�LPSOHPHQWLQJ�VRSKLVWLFDWHG�FRPSHWLWLRQ�OHJLVODWLRQ�FDQ�RQO\�EH�VHHQ�DV�D�ORQJ�WHUP�REMHFWLYH��7KRVH�ZKR�RYHUORRN KRZ�ORQJ�LW�KDV�WDNHQ�:HVWHUQ�UHJXODWRU\�DJHQFLHV�WR�UHDFK�WKHLU�SUHVHQW�OHYHO�RI�VRSKLVWLFDWLRQ��WHQG�WR�KDYH�XQUHDOLVWLFDOO\�KLJK�H[SHFWDWLRQV�RI�QDVFHQW�DJHQFLHV�LQ�HPHUJLQJ�HFRQRPLHV���,W�KDV�EHHQ�FRJHQWO\�DUJXHG�WKDW�HPHUJLQJ�HFRQRPLHV��ZKLFK�KDYH�QR�UHDO�H[SHULHQFH�RI�FRPSHWLWLRQ�UHJXODWLRQ�DQG�IDFH�DOO�VRUWV�RI�GLIILFXOWLHV�LQ�REWDLQLQJ�DFFXUDWH�GDWD�DQG�UHFRUGV��VKRXOG�VWDUW�RII�ZLWK�SHU�VH UXOHV�UDWKHU�WKDQ�D�FRPSOH[�UXOH�RI�UHDVRQ�DQDO\VLV��2QO\�ZKHQ�WKH�FRPSHWLWLRQ�DJHQF\�KDV�DFTXLUHG�WKH�QHFHVVDU\�H[SHUWLVH�VKRXOG�LW�FRQVLGHU�FRQYHUWLQJ�WR�D�UXOH�RI�UHDVRQ�UHJXODWRU\�DSSURDFK���0RGHVW�UHJXODWRU\�FDSDELOLWLHV�IDYRXU�WKH�VLPSOH�

�� 2QH�FRPPHQWDWRU�QRWHV�WKDW�LQ�WKH�8NUDLQH�$QWLPRQRSRO\�&RPPLWWHH��D�SURIHVVLRQDO�HPSOR\HH�UHFHLYHV�D�PRQWKO\�ZDJH�RI����±����ZKLOH�WKH�FKDLUPDQ�JHWV�URXJKO\������DORQJ�ZLWK�WKH�XVH�RI�DQ�DSDUWPHQW�DQG�D�FDU��+H�WKHQ�HVWLPDWHV�WKDW�WKH�HQWLUH�RSHUDWLRQ�RI�WKH�DQWLPRQRSRO\�RIILFH�ZRXOG�EH�DURXQG����������D�\HDU�DQG�FRPSDUHV�WKLVZLWK�WKH�86�HQIRUFHPHQW�DXWKRULWLHV�EXGJHW��ZKLFK�LV�LQ�H[FHVV�RI������PLOOLRQ��.RYDFLF��:����������S�������� )RU� GHWDLOV� UHJDUGLQJ� WKH� REVWDFOHV� IDFLQJ� HPHUJLQJ� HFRQRPLHV� LQ� FUHDWLQJ� DQ� HQIRUFHPHQW� DJHQF\�� VHH��.RYDFLF��:�� ��������SS�����±�����7KH�DXWKRU�DGGUHVVHV�VHYHUDO�DUHDV�� LQFOXGLQJ�� IUDLO�DFDGHPLF�LQIUDVWUXFWXUH��ZHDN� SURIHVVLRQDO� DVVRFLDWLRQV� DQG� FRQVXPHU� JURXSV�� LQDGHTXDWH� OLPLWV� RQ� DGPLQLVWUDWLYH� GLVFUHWLRQ�� VWURQJ�SROLWLFDO� RSSRVLWLRQ� WR� HFRQRPLF� UHIRUP�� XQUHDOLVWLF� H[SHFWDWLRQV� RI� FRPSHWLWLRQ� SROLF\� DQG� ZHDN� DFFHVV� WR�DQWLWUXVW�UHOHYDQW�EXVLQHVV�GDWD��$OO�WKHVH�DVSHFWV�DIIHFW�WKH�SHUIRUPDQFH�RI�D�FRPSHWLWLRQ�DJHQF\�DQG�KHQFH�WKH�VXEVWDQWLYH�ODZ�LW�LV�HQWUXVWHG�WR�HQIRUFH������ ,W�KDV�EHHQ�DUJXHG�WKDW�³HVWDEOLVKLQJ�XQHQIRUFHDEOH�RU�HUUDWLFDOO\�DSSOLHG�ODZV�LQFUHDVHV�XQFHUWDLQW\�DQG�ULVN�IRU�SULYDWH�HQWUHSUHQHXUV�RSHUDWLQJ�LQ�ZKDW�DOUHDG\�DUH�SUHFDULRXV�DQG�XQSUHGLFWDEOH�FRQGLWLRQV��)RU�WKH�SXEOLF��HPSW\� OHJDO� UHIRUPV� IHHG� F\QLFLVP� DERXW� WKH� UXOH� RI� ODZ� DQG� WKH� YDOXH� RI� HFRQRPLF� DQG� SROLWLFDO�GHFHQWUDOL]DWLRQ�´��,ELG���S�������� ,ELG���S�������� /DQJHQIHOG��-��DQG�%OLW]HU��0����������S�������
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DSSURDFK�WR�FRPSHWLWLRQ��LI�VHULRXV�PDUNHW�ZLGH�SUREOHPV�DUH�WR�EH�GHWHUUHG�DQG�UHPHGLHG�E\�WKH�FRPSHWHQW�DJHQFLHV���/DFN�RI�H[SHUWLVH(FRQRPLF�DQDO\VLV�IRUPV�DQ�LQWHJUDO�SDUW�RI�DQ\�FRPSHWLWLRQ�OHJLVODWLRQ��&RPSHWLWLRQ�ODZV�DUH�DERXW�WKH�ZD\�LQ�ZKLFK�PDUNHWV�ZRUN��'UDIWLQJ�DQG�LPSOHPHQWLQJ�VXFK�OHJLVODWLRQ�PDLQO\�UHTXLUHV�WKH�LQYROYHPHQW�RI�HFRQRPLVWV�DQG�ODZ\HUV��2QO\�ODZ\HUV�ZKR�KDYH�KDG�WUDLQLQJ�LQ�WKH�ILHOG�RI�FRPSHWLWLRQ�ZLOO�GR��³$Q\�ODZ\HU�LQYROYHG�LQ�FRPSHWLWLRQ�ODZ�VKRXOG�DFTXLUH�EDVLF�XQGHUVWDQGLQJ�RI�KRZ�PDUNHWV�ZRUN�DQG�RI�SULFLQJ�WKHRU\��WKH�FRPSHWLWLRQ�ODZ\HU�RI�WKH�IXWXUH�ZLOO�QHHG�WR�SRVVHVV�D�K\EULGLVHG�VNLOO�FRPELQLQJ�HOHPHQWV�RI�ERWK�ODZ�DQG�HFRQRPLFV�´��7KLV�W\SH�RI�ODZ\HU�LV�UDUH�LQ�PRVW�HPHUJLQJ�HFRQRPLHV��ZKRVH�HGXFDWLRQDO�SURJUDPPHV�DQG�SURIHVVLRQDO�SUDFWLFHV�WHQG�WR�VHSDUDWH�ODZ�DQG�HFRQRPLFV��7KH�DEVHQFH�RI�WKLV�VSHFLDO�EUHHG�RI�ODZ\HUV�PDNHV�LW�DOO�WKH�PRUH�QHFHVVDU\�WR�IRUPXODWH�FRPSHWLWLRQ�OHJLVODWLRQ�ZKLFK�FDQ�LQLWLDOO\�EH�PDQDJHG�E\�UHO\LQJ�RQ�ORFDO�WDOHQW��7KLV�QHHG�QRW�UHVXOW�LQ�OHVV�HIIHFWLYH�OHJLVODWLRQ��7KHUH�LV�DOVR��RI�FRXUVH��WKH�SUREOHP�RI�WKH�MXGJHV�LQ�HPHUJLQJ�HFRQRPLHV�ZKR�RIWHQ�ODFN�WKH�QHFHVVDU\�WUDLQLQJ�WR�HQIRUFH�VRSKLVWLFDWHG�ODZV�WKDW�UHTXLUH�HFRQRPLF�DQDO\VLV��7KLV�PDNHV�LW�DOO�WKH�PRUH�LPSRUWDQW�IRU�FRPSHWLWLRQ�OHJLVODWLRQ�QRW�WR�KDYH�FRXUWV�GHFLGH�WKH�ILQHU�SRLQWV�RI�HFRQRPLF�DQDO\VLV��DV�WKH�DGRSWLRQ�RI�D�UXOH�RI�UHDVRQ�DSSURDFK�ZRXOG�HQWDLO��,W�VKRXOG�LQVWHDG�EH�NHSW�DV�VLPSOH�DQG�DV�VWUDLJKWIRUZDUG�DV�SRVVLEOH��� +HQFH��WKH�SUHIHUHQFH�IRU�D�SHU�VH DSSURDFK��ZKRVH�UXOHV�VKRXOG�VXLW�WKH�FXUUHQW�VWDWH�RI�WKH�GHYHORSPHQW�RI�WKH�MXGLFLDU\��WKH�FRXUWV�KDYLQJ�EHHQ�WUDLQHG�WR�DSSO\�UXOHV�VDQFWLRQLQJ�VSHFLILF�DFWLRQV��7KH�DERYH�LVVXHV IDFLQJ�SROLF\�PDNHUV�LQ�HPHUJLQJ�HFRQRPLHV�LOOXVWUDWH�WKH�GLIILFXOWLHV�LQYROYHG�LQ�LQWURGXFLQJ�FRPSHWLWLRQ�ODZV��6RPH�RI�WKHVH�LVVXHV�DUH�VHOI�FRQWUDGLFWRU\�DQG�GLIILFXOW�WR�LPSOHPHQW��IRU�WKH�IROORZLQJ�UHDVRQV��D��0RGHOOLQJ�FRPSHWLWLRQ�OHJLVODWLRQ�DORQJ�WKH�OLQHV�RI�WKDW�DGRSWHG�E\�D�VWDWH¶V�IXWXUH�WUDGLQJ�SDUWQHUV��ZKR�PD\�KDYH�D�KLJKO\�VRSKLVWLFDWHG�DSSURDFK��FRQIOLFWV�ZLWK�WKH�QHHG�IRU�VLPSOLFLW\��L�H��D�SHU�VH UHJXODWRU\�DSSURDFK��ZKLFK�ZRXOG�DSSHDU�HVVHQWLDO��LQ�WKH�OLJKW�RI��WKH�ODFN�RI�H[SHUWLVH�RI�FRPSHWLWLRQ�DJHQFLHV��
�� )LQJOHWRQ��-���HW�DO����������S������� :KLVK��5����������S������� &RDWH��0���%XVWDPDQWH��5�DQG�5RGULJXH]��$����������S�����
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�E��$GYDQFHG�FRPSHWLWLRQ�ODZV�PLJKW�QRW�VXLW�WKH�QHHGV�RI�HPHUJLQJ�HFRQRPLHV��³LW�ZRXOG�EH�XQZLVH�WR�SUHVXPH�WKDW�WKH�ODZ�DQG�SROLF\�DSSURSULDWH�WR�DQ�DOUHDG\�HVWDEOLVKHG�DQG�IXOO\�IXQFWLRQLQJ�PDUNHW�HFRQRP\�DUH�DOVR�VXLWHG�WR�DQ�HFRQRP\�VWLOO�LQ�WUDQVLWLRQ�´�� 7KLV�YLHZ�LV�EDVHG�RQ�WKH�VXEVWDQWLDO�GLIIHUHQFH�LQ�HFRQRPLF�FRQGLWLRQV�SUHYDLOLQJ�LQ�ERWK�HPHUJLQJ�HFRQRPLHV�DQG�DGYDQFHG�PDUNHW�HFRQRPLHV�$GRSWLQJ�D�FRPSHWLWLRQ�ODZ�RQ�WKH�OLQHV�RI�IXWXUH�WUDGLQJ�SDUWQHUV�DVVXPHV��ZURQJO\��WKDW�WUDGLQJ�SDUWQHUV�PXVW�KDYH�VLPLODU�FRPSHWLWLRQ�ODZV��7KLV�LV�GLIILFXOW�WR�UHFRQFLOH�ZLWK�WKH�IDFW�WKDW�ILUPV�EHORQJLQJ�WR�FRXQWULHV�ZLWK�GLYHUVH�FRPSHWLWLRQ�SKLORVRSKLHV�DUH�FRQVWDQWO\�WUDGLQJ�ZLWK�RQH�DQRWKHU�LQ�WKH�LQWHUQDWLRQDO�PDUNHW��7KH�GLYHUVLW\�EHWZHHQ�FRPSHWLWLRQ�ODZV�RI�PDMRU�WUDGLQJ�QDWLRQV�KDV�QRW�DIIHFWHG�WKH�IORZ�RI�WUDGH�EHWZHHQ�WKHP��*HUPDQ\�DQG�WKH�86��IRU�LQVWDQFH��KDYH�D�ORQJ�VWDQGLQJ�WUDGH�UHODWLRQVKLS��GHVSLWH�ZLGHO\�GLIIHULQJ�FRPSHWLWLRQ�UHJXODWLRQV��7KH�SRLQW�WKDW�VKRXOG�EH�PDGH�KHUH�LV�WKDW�EHWZHHQ�PDMRU�WUDGLQJ�QDWLRQV��WKHUH�H[LVWV�D�ORZHVW�FRPPRQ�GHQRPLQDWRU�RI�SURWHFWLRQ�DJDLQVW�DQWL�FRPSHWLWLYH�SUDFWLFHV��,W�LV�WKLV�PLQLPXP�ZKLFK�HPHUJLQJ�HFRQRPLHV�VKRXOG�HQGHDYRXU�WR�HVWDEOLVK���F��)RUPXODWLQJ�D�VLPSOH�SHU�VH ODZ�FRQWUDGLFWV�WKH�QHHG�IRU�HVWDEOLVKLQJ�UXOHV�WKDW�SHQDOL]H�PRQRSROLVWLF�SUDFWLFHV��$V�H[SODLQHG�DERYH��PDUNHW�VWUXFWXUHV�LQ�HPHUJLQJ�HFRQRPLHV�VXJJHVW�WKDW�PRQRSROLHV��DQG�ROLJRSROLHV��DUH�WKH�PRVW�XUJHQW�FRQFHUQV�IRU�DQ\�FRPSHWLWLRQ�OHJLVODWLRQ��0RQRSROLVWLF�SUDFWLFHV�FDQQRW�E\�WKHLU�YHU\�QDWXUH�EH�VXEMHFWHG�WR�SHU�VH UXOHV��WKH\�UHTXLUH�D�FRPSOH[�DQDO\VLV�RI�PDUNHW�VWUXFWXUH��UHYLHZ�RI�LQGLYLGXDO�SUDFWLFHV��DQG�FRVW�EHQHILW�DQDO\VLV���G��)RUPXODWLQJ�OHJLVODWLRQ�DORQJ�WKH�VDPH�OLQHV�DGRSWHG�E\�IXWXUH�WUDGLQJ�SDUWQHUV��FRQWUDGLFWV�WKH�QHHG�IRU�D�ODZ��ZKLFK�PDLQWDLQV�DV�ZHOO�DV�FUHDWHV�FRPSHWLWLRQ��$GYDQFHG�FRPSHWLWLRQ�ODZV�GR�QRW�DLP�WR�FUHDWH�FRPSHWLWLRQ��WKH\�PHUHO\�SURPRWH�LW��H��)RUPXODWLQJ�D�ODZ�DORQJ�WKH�VDPH�OLQHV�DGRSWHG�E\�D�WUDGLQJ�SDUWQHU�DVVXPHV�WKDW�RQH�KDV�D�VLQJOH�PDMRU�WUDGLQJ�SDUWQHU��WKLV�DVVXPSWLRQ�UXQV�FRXQWHU�WR�WKH�WUHQG�RI�WUDGH�JOREDOLVDWLRQ����I��/HJLVODWLRQ�PXVW�JHQHUDOO\�WDNH�LQWR�DFFRXQW�D�FRXQWU\¶V�HFRQRPLF��KLVWRULFDO��SROLWLFDO�DQG�VRFLDO�FRQGLWLRQV��&RPSHWLWLRQ�OHJLVODWLRQ�LV�QR�H[FHSWLRQ��� 7KH�³WUDGLQJ�SDUWQHUV´�DUJXPHQW�RYHUORRNV�WKLV�OHJLVODWLYH�D[LRP� ��
�� )LQJOHWRQ��-���HW�DO����������S������� )RU�GHWDLOV�VHH��:DYHUPDQ��&RPDQRU�DQG�*RWR����������� .RYDFLF��:������������S�������� 6HYHUDO� FRPPHQWDWRUV� FRQILUP� WKH� VXLWDELOLW\� RI� DGYDQFHG� ODZ� WR� HPHUJLQJ� HFRQRPLHV�� LW� KDV� EHHQ� DUJXHG�³ZH�EHOLHYH� WKDW� WKH�8QLWHG�6WDWHV�PRGHO� LV� YHU\�ZHOO� VXLWHG� IRU�(DVWHUQ� DQG�&HQWUDO�(XURSH�� ,W� RIIHUV� D�PRUH�H[SOLFLW�ZHLJKLQJ�RI�DQWL�FRPSHWLWLYH�HIIHFWV�DQG�HIILFLHQFLHV� WKDW�ZLOO�HQFRXUDJH�JURZWK�DQG�EHQHILW�FRQVXPHUV�
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,9��&RPSHWLWLRQ�ODZ�LQ�HPHUJLQJ�HFRQRPLHV7KLV�VHFWLRQ�JLYHV�D�EULHI�DFFRXQW�RI�WKH�H[SHULHQFHV�RI�VHYHUDO�HPHUJLQJ�HFRQRPLHV�LQ�LQWURGXFLQJ�FRPSHWLWLRQ�OHJLVODWLRQ��IROORZHG�E\�DQ�HYDOXDWLRQ��7KH�DLP�LV�WR�UHYLHZ�KRZ�WKHVH�FRXQWULHV�KDYH�GHDOW�ZLWK�WKH�GLIILFXOWLHV�UHIHUUHG�WR�DERYH��DQG�ZKDW�UHJXODWRU\�DSSURDFKHV�WKH\�KDYH�DGRSWHG��(DVW�(XURSHDQ�H[SHULHQFHV8QWLO�HFRQRPLF�UHIRUP�VZHSW�WKURXJK�(DVW�(XURSHDQ�FRXQWULHV�LQ�WKH�����V��WKH�YHU\�FRQFHSW�RI�FRPSHWLWLRQ�WKHUH�ZDV�ERWK�OLWWOH�NQRZQ�DQG�LOOHJDO���7KH�3ROLVK�ODZ3RODQG��ZLWK�LWV�/DZ�RQ�³&RXQWHULQJ�0RQRSROLVWLF�3UDFWLFHV´�RI����)HEUXDU\��������ZDV�WKH�ILUVW�(DVW�(XURSHDQ FRXQWU\�WR�LQWURGXFH�FRPSHWLWLRQ�OHJLVODWLRQ��� &RPSHWLWLRQ�H[SHUWV�IURP�ERWK�WKH�8QLWHG�6WDWHV�DQG�(XURSH�KHOSHG�IRUPXODWH�3RODQG¶V�OHJLVODWLRQ��7KH�ODZ��WKHUHIRUH��FRQWDLQV�SURYLVLRQV��ZKLFK�DUH�LGHQWLFDO�WR�$UWLFOHV����DQG�����SUHYLRXVO\�$UWLFOHV����DQG ����RI�WKH�7UHDW\�RI�5RPH��SURKLELWLQJ�DJUHHPHQWV�LQ�UHVWUDLQW�RI�WUDGH�DQG�DEXVH�RI�GRPLQDQW�SRVLWLRQV�LQ�WKH�PDUNHW���)ROORZLQJ�WKH�H[DPSOH�RI�DGYDQFHG�FRPSHWLWLRQ�ODZV��3ROLVK�ODZ�UHFRJQLVHV�D����SHU�FHQW�PDUNHW�VKDUH�DV�D�GRPLQDQW�SRVLWLRQ��,W�LPSRVHV ILQHV�RI�XS�WR�RQH�SHU�FHQW�RI�QHW�SURILWV�DQG�UHTXLUHV�WKDW�PRQRSROLVWLF�SUDFWLFHV�EH�LQYHVWLJDWHG�DW�WKH�UHTXHVW�RI�FRPSHWLWRUV��RU�DW�WKH�HQIRUFHPHQW�DJHQF\¶V�RZQ�LQLWLDWLYH���,W�GLYLGHV�FRPSDQLHV�LQWR�WKUHH�FDWHJRULHV��WKRVH�ZLWK�QR�FRPSHWLWRUV��WKRVH�ZLWK�D����SHU�FHQW�RU�KLJKHU�PDUNHW�VKDUH��DQG�WKRVH�WKDW�KDYH�XVHG�WKHLU�SRZHU�WR�GLVWRUW�FRPSHWLWLRQ��(DFK�FDWHJRU\�LV�VFUXWLQLVHG�IRU�DQWL�FRPSHWLWLYH�SUDFWLFHV��7KH�ODZ�DGGUHVVHV�PDQ\�RI�WKH�DQWL�FRPSHWLWLYH�SUDFWLFHV�WUDGLWLRQDOO\�WDUJHWHG�E\�:HVWHUQ�ODZV��7KHVH�SUDFWLFHV�DUH�GLYLGHG�LQWR�SHU�VH DQG�UXOH�RI�UHDVRQ�YLRODWLRQV��$UWLFOHV���DQG���RI�WKH�ODZ�HQXPHUDWH�VHYHUDO�SUDFWLFHV�WKDW�DUH�VXEMHFW�WR�D�UXOH�RI�UHDVRQ�DQDO\VLV��$UWLFOH������OLVWV�PRQRSROLVWLF�SUDFWLFHV��LQFOXGLQJ��L��WKH�LPSRVLWLRQ�RI�RQHURXV�FRQWUDFW�WHUPV��DQG��LL��WKH�W\LQJ�RU�DFTXLVLWLRQ�RI�VKDUHV�RU�DVVHWV�RI�FRPSDQLHV�LQ�D�PDQQHU�ZKLFK�PLJKW�VLJQLILFDQWO\�GHFUHDVH�
LQ� WKH� ORQJ� UXQ�´�� /DQJHQIHOG�� -�� DQG� %OLW]HU�� 0�� �������� S�� ����� 7KLV� YLHZ� FDQ� UHIOHFW� HLWKHU� D� GLIIHUHQW�XQGHUVWDQGLQJ�RI�WKH�QHHGV RI�HPHUJLQJ�HFRQRPLHV�RU�WKDW�VRPH�FRPPHQWDWRUV�DUH�SURPRWLQJ�WUDGH�LQWHUHVWV�DQG�RWKHU�FRPPHUFLDO�LQIOXHQFHV�YLD�WKHLU�SURSRVDOV�IRU�FRPSHWLWLRQ�SROLF\�LQ�HPHUJLQJ�HFRQRPLHV��� $Q�DFFRXQW�RI�FRPSHWLWLRQ�ODZV�LQWURGXFHG�LQ�(DVW�(XURSHDQ�FRXQWULHV�LV�JLYHQ�LQ�6WRFNPDQQ��.���������SS�����±������ $�FRPPHQWDU\�RQ�WKH�ODZ�DQG�WKH�WH[W�RI�WKH�ODZ�FDQ�EH�IRXQG�LQ��81&7$'��+DQGERRN�RQ�5HVWULFWLYH�7UDGH�3UDFWLFHV�/HJLVODWLRQ��81�'RF��7'�5%3�&RQI������SS���±��DQG���±����� 0DVWDOLU��5����������S������
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FRPSHWLWLRQ��$UWLFOH������HQXPHUDWHV�ILYH�FODVVHV�RI�KRUL]RQWDO�DQG�YHUWLFDO�DJUHHPHQWV���$UWLFOH���GHDOV�ZLWK�WKH�DEXVH�RI�D�GRPLQDQW�SRVLWLRQ��$UWLFOH���HQXPHUDWHV�SHU�VH YLRODWLRQV��LQFOXGLQJ�OLPLWLQJ�WKH�SURGXFWLRQ�RI�JRRGV��UHIUDLQLQJ�IURP�WKH�VDOH�RI�FRPPRGLWLHV�ZLWK�D�YLHZ�WR�GULYLQJ�SULFHV�XS��DQG�FKDUJLQJ�H[RUELWDQW�SULFHV��,I�D�ILUP�LV�IRXQG�JXLOW\�RI�FRQVSLUDF\�LQ�UHVWUDLQW�RI�WUDGH��RU�RI�REVWUXFWLQJ�WKH�HPHUJHQFH�RI�D�FRPSHWLWLYH�HQYLURQPHQW��LW�PD\�EH�ILQHG��RU�HYHQ�GLVVROYHG��,I�LW�LV�D�PRQRSRO\��LW�FRXOG�EH�EURNHQ�XS�7KH�+XQJDULDQ�ODZ7KH�+XQJDULDQ�ODZ�RQ�WKH�³3URKLELWLRQ�RI�8QIDLU�0DUNHW�3UDFWLFHV´�ZDV�HQDFWHG�LQ�1RYHPEHU�������� 7KH�REMHFWLYH�RI�WKH�ODZ�LV�WR�SURWHFW�SXEOLF�LQWHUHVW�LQ�WKH�DUHD�RI�FRPSHWLWLRQ��WKH�LQWHUHVWV�RI�FRPSHWLWRUV�DQG�WKH�LQWHUHVWV�RI�FRQVXPHUV��,W�OD\V�GRZQ�D�JHQHUDO�SURKLELWLRQ�RQ�DJUHHPHQWV�UHVWULFWLQJ�RU�H[FOXGLQJ�FRPSHWLWLRQ��EXW�H[HPSWV�IURP�SURVHFXWLRQ�WKRVH�ZKR�DLP�DW�VWRSSLQJ�WKH�DEXVH�RI�D�GRPLQDQW�SRVLWLRQ��RU�WKRVH�ZKRVH�FRQFRPLWDQW�DGYDQWDJHV�RXWZHLJK�WKHLU�GLVDGYDQWDJHV��&RXQWHUYDLOLQJ�DGYDQWDJHV�LQFOXGH�PRUH�IDYRXUDEOH�SULFHV��TXDOLW\�LPSURYHPHQWV��LPSURYHG�GLVWULEXWLRQ�DQG�GHOLYHU\�WHUPV��DQG�WHFKQLFDO�SURJUHVV��1RQH�RI�WKLV�ZRXOG�H[RQHUDWH�D�SDUW\�IURP�OLDELOLW\�XQGHU�DQ�DJUHHPHQW�LI�WKH�UHVXOWLQJ�SDUWLFLSDQWV¶�MRLQW�VKDUH�H[FHHGV����SHU�FHQW�RI�WKH�UHOHYDQW�PDUNHW���7KH�+XQJDULDQ�ODZ�ZDV�PRGHOOHG�SULPDULO\�RQ�(&�FRPSHWLWLRQ�ODZ��� IROORZLQJ�ZKLFK�LW�SURVFULEHV�YHUWLFDO�QRQ�SULFH�UHVWUDLQWV�³SHU�VH´��DQG�MXGJHV�KRUL]RQWDO�UHVWUDLQWV��VXFK�DV�SULFH�IL[LQJ��DFFRUGLQJ�WR�D�UXOH�RI�UHDVRQ�DSSURDFK��� ,W�DOVR�H[FHSWV�IURP�WKH�SURKLELWLRQ�UHVWULFWLYH�DJUHHPHQWV��ZKRVH�DGYDQWDJHV�RXWZHLJK�WKHLU�GLVDGYDQWDJHV��SURYLGHG�DOZD\V�WKDW�WKH�UHVWULFWLRQ�RI�FRPSHWLWLRQ�GRHV�QRW�H[FHHG�WKH�H[WHQW�QHFHVVDU\�WR�DWWDLQ�HFRQRPLFDOO\�MXVWLILHG�FRPPRQ�JRDOV��&RQVLVWHQW�ZLWK�DGYDQFHG�FRPSHWLWLRQ�ODZV��WKH�+XQJDULDQ�ODZ�GRHV�QRW�SURKLELW�D�GRPLQDQW�SRVLWLRQ��RQO\�LWV�DEXVH��2QO\�PHUJHUV�DQG�DFTXLVLWLRQV�ZKLFK�LQFUHDVH�PDUNHW�FRQFHQWUDWLRQ�PXVW�VHHN�DXWKRULVDWLRQ�IURP�WKH�+XQJDULDQ�&RPSHWLWLRQ�2IILFH�

�� $Q�DQDO\VLV�RI�WKH�ODZ�FDQ�EH�IRXQG�LQ��1DEDUUR�1DWKDQVRQ�)LUP���������/HJDO�$VSHFWV�RI�'RLQJ�%XVLQHVV�LQ�3RODQG��SS����±���� ,W�HQWHUHG�LQWR�IRUFH�LQ�-DQXDU\�������,W�LV�LQWHUHVWLQJ�WR�QRWH�WKDW�SUHSDUDWLRQV�WR�RUJDQLVH�D�&RPSHWLWLRQ�2IILFH�DQG�WR�GUDIW� D�&RPSHWLWLRQ�/DZ�ZHUH� LQLWLDWHG� LQ� ����� DQG� FRQWLQXHG� IRU� WKUHH�\HDUV��7KLV� ODZ�KDV UHSODFHG� DQ� HDUOLHU� RQH��HQDFWHG�LQ�������DQG�SURYHG�WR�EH�LQDGHTXDWH�LQ�GHDOLQJ�ZLWK�UHVWULFWLYH�EXVLQHVV�SUDFWLFHV���� 3RJDFVDV��3��DQG�6WDGOHU��-����������SS����±����� 'HWDLOV� RI� WKH� +XQJDULDQ� FRPSHWLWLRQ� ODZ� DQG� KRZ� LW� ZDV� DIIHFWHG� E\� WKH� (&� PRGHO� FDQ� EH� IRXQG� LQ��:HVVPDQ��3����������SS����±������ 7KLV�LV�FRQWUDU\�WR�WKH�DSSURDFK�RI�WKH�8QLWHG�6WDWHV�
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/DWLQ�$PHULFDQ�H[SHULHQFH��6HYHUDO�/DWLQ�$PHULFDQ�FRXQWULHV�KDYH�VXSSRVHGO\�RQO\�DPHQGHG��UDWKHU�WKDQ�QHZO\�LQWURGXFHG��FRPSHWLWLRQ�ODZV�UHFHQWO\��7KH�UHDOLW\�LV�WKDW��DOWKRXJK�VHYHUDO�FRXQWULHV�GLG�KDYH�FRPSHWLWLRQ�ODZV�SULRU�WR�SULYDWLVDWLRQ��� WKH\�ZHUH�HLWKHU�EDVLF�RU�XQGHYHORSHG��DQG�ZHUH�UDUHO\�HQIRUFHG��� :KLOH�/DWLQ�$PHULFDQ�FRXQWULHV�PD\�FODLP�VRPH�H[SHULHQFH�RI�FRPSHWLWLRQ�ODZ�SULRU�WR�WKH�FRPPHQFHPHQW�RI�WKH�SULYDWLVDWLRQ�SURFHVV��WKH\�ZHUH�KDUGO\�PXFK�EHWWHU�RII�WKDQ�(DVW�(XURSHDQ�FRXQWULHV�LQ�WKH�HDUO\�����V��%RWK�IDFHG�WKH�VDPH�VRUW�RI�GLIILFXOWLHV�UHYLHZHG�DERYH�7KH�0H[LFDQ�H[SHULHQFH ZLWK�FRPSHWLWLRQ�LV�SUREDEO\�WKH�EHVW�NQRZQ�LQ�/DWLQ�$PHULFD��ZKHUH�LW�KDV�EHHQ�ZHOO�UHFHLYHG��,W�KDV�VHUYHG�DV�D�PRGHO�IRU�VHYHUDO�RWKHU�HPHUJLQJ�HFRQRPLHV���7KH�0H[LFDQ�ODZ0H[LFR�HQDFWHG�LWV�³)HGHUDO�$FW�*RYHUQLQJ�(FRQRPLF�&RPSHWLWLRQ´�LQ�'HFHPEHU�������7KH�ODZ�HQWHUHG�LQWR�IRUFH�LQ�-XO\�������UHSODFLQJ�WKH�RXWGDWHG������OHJLVODWLRQ�ZLWK�D�FRPSUHKHQVLYH�FRPSHWLWLRQ�UHJLPH��� 7KLV�QHZ�ODZ�FDPH�LQ�DQVZHU�WR�ERWK�GRPHVWLF�DQG�LQWHUQDWLRQDO�FRQFHUQV��$UWLFOH������RI�WKH�1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW��1$)7$���FRQFOXGHG�LQ�WKH�IDOO�RI�������VWLSXODWHV�WKDW�³HDFK�JRYHUQPHQW�VKDOO�DGRSW�RU�PDLQWDLQ�PHDVXUHV�WR�SURVFULEH�DQWL�FRPSHWLWLYH�EXVLQHVV�FRQGXFW�DQG�VKDOO�WDNH�DSSURSULDWH�DFWLRQ�ZLWK�UHVSHFW�WKHUHWR�«´��7KH�0H[LFDQ�ODZ�GHDOV�ZLWK�WKH�IROORZLQJ�LVVXHV���$QWL�FRPSHWLWLYH�SUDFWLFHV��7KH�ODZ�GUDZV�D�GLVWLQFWLRQ�EHWZHHQ�³DEVROXWH´�DQG�³UHODWLYH´�DQWL�FRPSHWLWLYH�SUDFWLFHV��$�URXJKO\�VLPLODU�GLVWLQFWLRQ�H[LVWV�XQGHU�$PHULFDQ�ODZ��$EVROXWH�DQWL�FRPSHWLWLYH�SUDFWLFHV�LQFOXGH�SULFH�IL[LQJ�DJUHHPHQWV�EHWZHHQ FRPSHWLWRUV��PDUNHW�
�� )RU�LQVWDQFH��$UJHQWLQD��%UD]LO��&KLOH��&RORPELD�DQG�0H[LFR�KDG�FRPSHWLWLRQ�ODZV�SULRU�WR�WKH�SULYDWLVDWLRQ�SURFHVV�� ,Q� ������ $UJHQWLQD� HQDFWHG� WKH� UHJLRQ¶V� ILUVW� RIILFLDO� FRPSHWLWLRQ� ODZ�� LQ� ������ 0H[LFR� HQDFWHG� LWV�$QWLPRQRSRO\�/DZ�DQG�&KLOH�LPSRVHG�LWV�ODZ�LQ��������� $Q� 81&7$'� UHSRUW� QRWHV� WKDW� FRPSHWLWLRQ� ODZV� LQ� VHYHUDO� /DWLQ� $PHULFDQ� FRXQWULHV� KDYH� QHYHU� EHHQ�HQIRUFHG�RU� KDG� DW� EHVW� EHHQ� WHQWDWLYHO\� DSSOLHG��7KHVH�FRPSHWLWLRQ� ODZV�KDYH� LQ�QR�ZD\�DIIHFWHG�JRYHUQPHQW�SROLF\��7KH�UHSRUW�FRQFOXGHV�WKDW�FRPSHWLWLRQ�ODZV�LQ�WKHVH�FRXQWULHV�KDG�EHHQ�XVHG�PDLQO\�WR�SURWHFW�FRQVXPHUV��81&7$'�6HFUHWDULDW���������S������FLWHG�LQ�6WHYHQV��'����������S�������VHH�DOVR�&RDWH��0���%XVWDPDQWH��5�DQG�5RGULJXH]��$����������SS�����±����� 6WHYHQV��'�� �������� RS�� FLW��� S�� �����7KH�%UD]LOLDQ� FRPSHWLWLRQ� ODZ�RI� �����ZDV� LQVSLUHG�� LQ� SDUW�� E\� WKH�0H[LFDQ�ODZ���� 7KH������ODZ�ZDV�UDUHO\�HQIRUFHG�DQG�LWV�FRQWHQW�ZDV�EDVLF��� )RU�PRUH�GHWDLOV�UHJDUGLQJ�WKH�$JUHHPHQW�DQG�LWV�HIIHFW�RQ�FRPSHWLWLRQ�SROLF\��VHH��*ORVVRS��3����������SS�����±���� 7KH�IROORZLQJ�RYHUYLHZ�UHOLHV�RQ�1HZEHUJ��-����������SS�����±�����2(&'���������SS�����±�����$�GHWDLOHG�FRPPHQWDU\�RQ�WKH�ODZ��PDGH�E\�WKH�0H[LFDQ�JRYHUQPHQW��FDQ�EH�IRXQG�LQ��81&7$'���������SS����±���
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DOORFDWLRQ��ELG�ULJJLQJ�RU�FROOHFWLYH�UHGXFWLRQ�RI�RXWSXW��&RQVLVWHQW�ZLWK�$PHULFDQ�GRFWULQH��DQ�DEVROXWH�DQWL�FRPSHWLWLYH�SUDFWLFH�LV�SURVFULEHG�ZLWKRXW�LQTXLU\�LQWR�PDUNHW�SRZHU��SRVVLEOH�HIILFLHQFLHV��RU�SUR�FRPSHWLWLYH�IDFWRUV�WKDW PLJKW�MXVWLI\�LW�7KH�WUHDWPHQW�RI�UHODWLYH�DQWL�FRPSHWLWLYH�SUDFWLFHV�UHIOHFWV�WKH�UHFRJQLWLRQ�WKDW�VRPH�UHVWUDLQWV�PD\�EH�FRPSHWLWLYHO\�EHQLJQ��RU�HYHQ�SUR�FRPSHWLWLYH��7KH�PDUNHW�SRZHU�HQTXLU\�LV�WZR�WLHU��WKH�UHOHYDQW�SURGXFW�DQG�JHRJUDSKLF�PDUNHWV�DUH�ILUVW�GHILQHG��WKHQ�IROORZV�WKH�HQTXLU\�LQWR�ZKHWKHU�VXEVWDQWLDO�SRZHU�H[LVWV�LQ�WKH�UHOHYDQW�PDUNHW��7KH�0H[LFDQ�ODZ¶V�GHILQLWLRQ�RI�³UHOHYDQW�PDUNHW´�LV�VLPLODU�WR�WKDW�HPSOR\HG�E\�86�DQWLWUXVW�DXWKRULWLHV�LQ�VWDQGDUG�PDUNHW�GHILQLWLRQ�DQDO\VLV��XQGHU�86�DQWLWUXVW�ODZ��0HUJHUV�DQG�DFTXLVLWLRQV��$OO�PHUJHUV�DQG�DFTXLVLWLRQV�PHHWLQJ�RQH�RU�PRUH�RI�WKH�ODZ¶V�WKUHH�WKUHVKROG�WHVWV�DUH�VXEMHFW�WR�D�SUH�PHUJHU�QRWLILFDWLRQ��7KH�WKUHH�WHVWV�UHODWH�WR�WKH�³VL]H�RI�WKH�WUDQVDFWLRQ´��WKH�³VL]H�RI�WKH�WDUJHW´�RU�WKH�³VL]H�RI�WKH�SDUW\´�DQG�EHDU�D�VXEVWDQWLDO�VLPLODULW\�WR�WKH�UHSRUWLQJ�WKUHVKROG�WHVWV�DSSOLHG�XQGHU�WKH�+DUW�6FRWW�5RGLQR�SUH�PHUJHU�QRWLILFDWLRQ�UHJLPH�LQ�WKH�86��$�PHUJHU�PD\�EH�SURKLELWHG�LI�LWV�HIIHFW�ZRXOG�IRVWHU�DQWL�FRPSHWLWLYH�EHKDYLRXU��7KH�HYDOXDWLRQ�RI�PHUJHUV�LQYROYHV��DPRQJ�RWKHU�WKLQJV��GHILQLQJ�WKH�UHOHYDQW�PDUNHW��6DQFWLRQV��:KLOH�YLRODWLRQV�UHVXOW�LQ�VLJQLILFDQW�ILQDQFLDO�SHQDOWLHV��� WKH\�DUH�QRW�FULPLQDOO\�SHQDOL]HG��5DWKHU�WKDQ�DGRSW�WKH�FULPLQDO�DQWLWUXVW�OLDELOLW\�LQWHJUDO�WR�86�ODZ��WKH�0H[LFDQ�OHJLVODWXUH�KDV�RSWHG�WR�IROORZ�WKH�OHDG�RI�WKH�(&��DQG�FHUWDLQ�(XURSHDQ�FRXQWULHV��LQ�FKRRVLQJ�QRW�WR�FULPLQDOLVH�FRPSHWLWLRQ�ODZ�YLRODWLRQV��)RU�D�ODZ�VXEVWDQWLDOO\�LQIOXHQFHG�E\�86�DQWLWUXVW�OHJLVODWLRQ��WKH�0H[LFDQ�OHJLVODWLRQ¶V�RPLVVLRQ�RI�FULPLQDO�DQWLWUXVW�OLDELOLW\�LV�SHUKDSV�LWV�PRVW�VWULNLQJ�GHSDUWXUH�IURP�WKH�86�PRGHO���7KH�ODZ�H[HPSWV�JRYHUQPHQW�PRQRSROLHV�LQ�VSHFLILF�³VWUDWHJLF´�DUHDV�IURP�WKH�VFRSH�RI�WKH�ODZ�RQ�FRPSHWLWLRQ��7KHVH�DUHDV�LQFOXGH�PDLO��WHOHJUDSK��UDGLR�WHOHJUDSK\��VDWHOOLWH�FRPPXQLFDWLRQV��K\GURFDUERQV��SHWURFKHPLFDOV��HOHFWULFLW\��QXFOHDU�HQHUJ\��DQG�WKH�LVVXDQFH�RI�FXUUHQF\�&RQVLVWHQW�ZLWK�86�DQWLWUXVW�ODZ��LW�GHILQHV�QHLWKHU�PRQRSROLHV�QRU�ROLJRSROLHV��DQG�SURYLGHV�QR�JXLGDQFH�DV�WR�WKH�FLUFXPVWDQFHV�XQGHU�ZKLFK�HLWKHU�PD\�EH�FKDOOHQJHG��7KLV�KDV�WR�EH�GHWHUPLQHG�E\�WKH�FRPSHWLWLRQ�DJHQF\��7KH�VWUXFWXUH�RI�WKH�ODZ�DQG�VWDWHPHQWV�RI�JRYHUQPHQW�RIILFLDOV�VXJJHVW�WKDW�PRQRSROLHV�PD\�EH�FKDOOHQJHG�IRU�EHKDYLQJ�DQWL�
�� )LQHV�RI�XS�WR����������LQ�FHUWDLQ�FDVHV��)DLOXUH�WR�ILOH�UHTXHVWHG�SUH�PHUJHU�QRWLILFDWLRQ�PD\�UHVXOW�LQ�ILQHV�RI�XS�WR�����������)LQDOO\��LQGLYLGXDOV�ZKR��ZKLOH�DFWLQJ�RQ�EHKDOI�RI�D�FRUSRUDWLRQ��HQJDJH�LQ�DQWL�FRPSHWLWLYH�SUDFWLFHV��PD\�EH�VXEMHFWHG�WR�ILQHV�RI�XS�WR������������ 1HZEHUJ��-����������S������
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FRPSHWLWLYHO\�EXW�QRW�IRU�VLPSO\�SRVVHVVLQJ�PRQRSRO\�SRZHU��7KH�FKDOOHQJH�LV��WKHUHIRUH��FRQGXFW��QRW�VL]H��$Q�HYDOXDWLRQ�RI�WKH�LQWHUQDWLRQDO�H[SHULHQFH����7KH�YDULRXV�QDWLRQDO�H[SHULHQFHV�UHYLHZHG�DERYH�KDYH�WKH�IROORZLQJ�LQ�FRPPRQ��)LUVW��WKH�WKUHH�FRPSHWLWLRQ�ODZV�ZHUH�IRUPXODWHG�DORQJ�WKH�OLQHV�RI�WKRVH�RI�IXWXUH�WUDGLQJ�SDUWQHUV���3RODQG�DQG�+XQJDU\�DGRSWHG�WKH�(&�PRGHO��� VRPH�VD\�DV�WKH�SULFH�IRU�EHLQJ�VHULRXVO\�FRQVLGHUHG�IRU�DGPLVVLRQ�WR�WKH�(8��� DQG�0H[LFR�DGRSWHG�WKDW�RI�WKH�86��(DFK�KDV�QHYHUWKHOHVV�LQWURGXFHG�VHYHUDO�SURFHGXUDO�DQG�VXEVWDQWLYH�FKDQJHV�WR�LWV�FKRVHQ�PRGHO���6HFRQG��DOO�WKUHH�FRXQWULHV�UHYLHZHG�DERYH��WKRXJK�HPHUJLQJ�HFRQRPLHV��KDYH�DGRSWHG�D�UXOH�RI�UHDVRQ�DSSURDFK�LQ�IRUPXODWLQJ�WKHLU�FRPSHWLWLRQ�OHJLVODWLRQ��� 7KLV�FDQ�EH�DWWULEXWHG�WR�WKHLU�DGRSWLRQ�RI�DGYDQFHG�FRPSHWLWLRQ�ODZV��EXW�LW�PD\�DOVR�VLPSO\�LQGLFDWH�WKDW�SROLF\�PDNHUV�LQ�WKHVH�FRXQWULHV�WRRN�WKH�YLHZ�WKDW�FRPSHWLWLRQ�ODZ�EDVHG�RQ�LOOHJDOLW\�SHU�VH GRHV�QRW�SURYLGH�WKH�OHJDO�IUDPHZRUN�QHHGHG�LQ�DQ�HPHUJLQJ�PDUNHW��7KH�OLWHUDWXUH�GRHV�QRW�LQGLFDWH�ZKLFK�RI�WKHVH�FRQVLGHUDWLRQV�± DVVXPLQJ�WKDW�WKH�VHFRQG�SOD\HG�D�SDUW�± SUHYDLOHG��2QH�ILQGV�DGYRFDWHV�IRU�WKH�DGRSWLRQ�RI�D�SHU�VH DSSURDFK��EXW�ILQGV�QR�H[SODQDWLRQ�ZK\�WKLV�SODXVLEOH�YLHZ�ZDV�DOPRVW�XQDQLPRXVO\�LJQRUHG�LQ�SUDFWLFH��,W�VHHPV�WKDW�WKH�IRUPXODWLRQ�RI�ODZV FRQVLVWHQW�ZLWK�IXWXUH�WUDGLQJ�SDUWQHUV�ZDV�WKH�PDLQ�DUHD�RI�FRQFHUQ�IRU�SROLF\�PDNHUV��*LYHQ�WKDW�DGYDQFHG�ODZV�UHO\�PDLQO\�RQ�D�UXOH�RI�UHDVRQ�DSSURDFK��WKHUH�ZDV�QR�SRLQW�LQ�WKLQNLQJ�DERXW�IRUPXODWLQJ�D�ODZ�RQ�D�SHU�VH DSSURDFK��7KH�IDFW�WKDW�WKH�SHU�VH DUJXPHQW�GLG�QRW�ZLQ�WKH�GD\�FDQQRW��LW�LV�DUJXHG��EH�DWWULEXWHG�WR�ILQGLQJ�WKH�UXOH�RI�UHDVRQ�DSSURDFK�PRUH�VXLWDEOH�IRU�HPHUJLQJ�HFRQRPLHV��RU�WKDW�WKH�SHU�VH DSSURDFK�ZRXOG�KDYH�FDXVHG�DQ\�GUDZEDFNV��WKH�FRQWUDU\�LV�WUXH��7KH�UXOH�RI�UHDVRQ�DSSURDFK�SUHYDLOHG�
�� ,W�KDV�EHHQ�QRWHG� WKDW� VRPH� IRUP�RI�FRPSHWLWLRQ EHWZHHQ� WKH�6KHUPDQ�$FW�DQG�(&� ODZ�H[LVWHG� WR�ZLQ� WKH�KHDUWV� DQG� PLQGV� RI� (DVWHUQ� (XURSH�� 7KH� IRUPHU� FKDLUPDQ� RI� WKH� )HGHUDO� 7UDGH� &RPPLVVLRQ� LQ� WKH� 86�UHFRPPHQGHG� WKH� DGRSWLRQ� RI� WKH� 6KHUPDQ� $FW� LQ� (DVWHUQ� (XURSH� DQG� FDXWLRQHG� DJDLQVW� WKH� DGRSWLRQ� RI�SURYLVLRQV�PRGHOOHG�DIWHU�(&�ODZ��:DOOHU��6����������S�������� ,W�KDV�EHHQ�QRWHG�WKDW�WKH�ODZ�RI�WKH�&]HFK�5HSXEOLF�ZDV�DOVR�IRUPXODWHG�RQ�WKH�OLQHV�RI�(&�ODZ��0DVWDOLU��5����������S������7KH�VDPH�DXWKRU�QRWHV� WKDW�(DVWHUQ�(XURSH�KDV�H[WHQVLYHO\�WUDQVSODQWHG SROLFLHV�DQG�UHJXODWLRQV�IURP�:HVWHUQ�FRPSHWLWLRQ�ODZV��S������7KH�SURYLVLRQV�RI�WKH�3ROLVK�DQG�+XQJDULDQ�ODZV�ZHUH�FULWLFDOO\�DQDO\VHG�E\�3LWWPDQ��5����������SS�����±�����,W�LV�LQWHUHVWLQJ�WR�QRWH�WKDW�VRPH�FULWLFLVPV�ZHUH�PDGH�RQ�WKH�EDVLV�RI�86�$QWLWUXVW�ODZ�DQG�SUDFWLFH����� )LQJOHWRQ��-���HW��DO����������S��������� )RU� LQVWDQFH�� +XQJDU\� DQG� 3RODQG� KDYH� FKRVHQ� WKH� 86� VWDQGDUG� IRU� PDUNHW� FRQFHQWUDWLRQ� LQGLFDWLYH� RI�PRQRSROLVW�DFWLYLW\��ZKLFK�LV����SHU�FHQW�UDWKHU�WKDQ�WKH�(&�VWDQGDUG�RI����SHU�FHQW��� 6HYHUDO�HPHUJLQJ�HFRQRPLHV�KDYH�DGRSWHG�WKH�UXOH�RI�UHDVRQ�DSSURDFK��)RU�LQVWDQFH��XQGHU�WKH�ODZV�RI�%UD]LO�DQG�$UJHQWLQD��IRU�D�EHKDYLRXU�WR�EH�DQWLFRPSHWLWLYH��WKHUH�PXVW�EH�D�GHPRQVWUDEOH�WKUHDW�WR�D�QDWLRQ¶V�HFRQRPLF�LQWHUHVW��ZKLOH�LQ�9HQH]XHOD��D�UXOH�RI�UHDVRQ�DQDO\VLV�LV�DSSOLHG�WR�YHUWLFDO�DJUHHPHQWV�)RU�GHWDLOV�UHJDUGLQJ�FRPSHWLWLRQ�ODZV�LQ�/DWLQ�$PHULFD��VHH��6LQJKDP��6����������SS�����±��DQG����±�����
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IRU�RQH�VLPSOH�UHDVRQ��QDPHO\�WKDW�LW�ZDV�WKH�DSSURDFK�LPSOHPHQWHG�E\�IXWXUH�WUDGLQJ�SDUWQHUV�7KLV�OHDGV�XV�WR�DQ�LQWHUHVWLQJ�SRLQW��ZK\�ZHUH�ODZV�IRUPXODWHG�RQ�WKH�OLQHV�RI�WKDW�RI�IXWXUH�WUDGLQJ�SDUWQHUV��GHVSLWH�WKH�IDFW�WKDW�DGYDQFHG�ODZV�PLJKW�QRW�VXLW�HPHUJLQJ�HFRQRPLHV"�� 7KHUH�DUH�WZR�SRVVLEOH�DQVZHUV��ILUVW��WKDW�WKH�FKRVHQ�DSSURDFK�ZDV�LPSRVHG�E\�WKH�WUDGLQJ�SDUWQHUV��L�H��VHW�DV�D�FRQGLWLRQ�SUHFHGHQW�IRU�IXWXUH�GHDOLQJV���7KLV�ILQGV�VXSSRUW�LQ�WKH�RIILFLDO�SROLF\�RI�ERWK�1$)7$��VHH�$UWLFOH������TXRWHG�DERYH��DQG�WKH�(&��ERWK�RI�ZKLFK�EHOLHYH�WKDW�IXWXUH�WUDGH�DQG�HFRQRPLF�LQWHJUDWLRQ�UHVW� LQWHU�DOLD��XSRQ�WKH�DGRSWLRQ�RI�VRSKLVWLFDWHG�FRPSHWLWLRQ�ODZV��6HFRQG��WKDW�SROLF\�PDNHUV�LQ�DOO�WKUHH�FRXQWULHV�FRQVLGHUHG�WKH�FKRVHQ�DSSURDFK�ERWK�UHVSRQVLYH�WR�WKHLU�QHHGV�DQG�HVVHQWLDO�IRU�D�IXOOHU�LQWHJUDWLRQ�LQ�UHJLRQDO�DQG�LQWHUQDWLRQDO�WUDGH�,W�LV�KDUG�WR�VWDWH�ZLWK�DQ\�GHJUHH�RI�FHUWDLQW\��ZKHWKHU�WKH�ILUVW�RU�WKH�VHFRQG�SRVVLELOLW\��RU�D�K\EULG�RI�ERWK��OHG�WR�WKH�DGRSWLRQ�RI�FRPSHWLWLRQ�ODZV�FRQVLVWHQW�ZLWK�IXWXUH�WUDGLQJ�SDUWQHUV��,W�GRHV�VHHP��KRZHYHU��WKDW�FRPSHWLWLRQ�ODZV��DV�LQWURGXFHG�LQ�VHYHUDO�HPHUJLQJ�HFRQRPLHV��DUH�WKH�UHVXOW�RI�SUHVVXUH�LPSRVHG�E\�WKHLU�WUDGLQJ�SDUWQHUV��7KLV�FDQ�EH�VXSSRUWHG�E\�WKH�IDFW�WKDW�WKH�LQWURGXFWLRQ�RI�FRPSOH[�DQG�VRSKLVWLFDWHG�ODZV�FDQQRW�EH�VHHQ��LQ�WKH�ZULWHUV¶�YLHZ��DV�DQ�DOWHUQDWLYH�RSWHG�IRU�E\�SROLF\�PDNHUV�LQ�HPHUJLQJ�HFRQRPLHV��ZKR�DUH�DZDUH�RI�WKH�IDFW�WKDW�DGYDQFHG�ODZV�FDQ�QHLWKHU�SURYLGH�VROXWLRQV�WKDW�VXLW�WKHLU�HFRQRPLHV��QRU�EH�DSSURSULDWHO\�HQIRUFHG��7KH�TXHVWLRQ�WKDW�QDWXUDOO\�IROORZV�LV��ZKDW�LV�WKH�ZLVGRP�EHKLQG�WKH�DWWLWXGH�RI�WKH�(&�DQG�WKH�86"�$�:KLWH�3DSHU�SXEOLVKHG�E\�WKH�(XURSHDQ�&RPPLVVLRQ�SURYLGHV�VRPH�H[SODQDWLRQ��� ,W�GHILQHV�DSSUR[LPDWLRQ�DV�WKH�WUDQVSODQWLQJ�RI�(&�FRPSHWLWLRQ�ODZ�LQWR�(DVW�(XURSHDQ�FRXQWULHV��,W�VXSSRUWV�DSSUR[LPDWLRQ�DV��L��QHFHVVDU\�WR�UHDG\�(DVW�(XURSHDQ�FRXQWULHV�IRU�PHPEHUVKLS���LL��QHFHVVDU\�WR�HQVXUH�D�OHYHO�SOD\LQJ�ILHOG�IRU�:HVWHUQ�(XURSHDQ�EXVLQHVV���LLL��EHQHILFLDO�IRU�(DVW�(XURSHDQ�FRXQWULHV��ZKRVH�HFRQRPLHV��EHLQJ�VPDOO��ZRXOG�EH�VXEVWDQWLDOO\�DIIHFWHG�E\�WUDGH�ZLWK�WKH�(8��DQG��LY��DV�LPSHUDWLYH��VLQFH�LW�ZRXOG�EH�LPSRVVLEOH��FRQVLGHULQJ�WKDW�WKHVH�(DVW�(XURSHDQ�FRXQWULHV�KDG�DJUHHG�WR�DSSO\�(&�UXOHV�LQ�WKH�IUHH�WUDGH�DUHD��WR�PDLQWDLQ�WZR�VHWV�RI�FRPSHWLWLRQ�UXOHV�LQ�WDQGHP�������
�� ,W�KDV�EHHQ�QRWHG�WKDW�³$PHULFDQ�DQWLWUXVW�ODZ�UHPDLQV�WLHG�WR�VSHFLILF�VRFLDO�DQG�KLVWRULFDO�HYHQWV�WKDW�RWKHU�FRXQWULHV� PD\� QHYHU� H[SHULHQFH�� RU� DW� OHDVW� QHYHU� H[SHULHQFH� LQ� V\QFKURQL]DWLRQ� ZLWK� WKH� HYHQWV� WKDW� SURSHO�DQWLWUXVW�ODZ�DQG�SROLF\�´���:DOOHU��6����������S���������� :KLWH�3DSHU��3UHSDUDWLRQ�RI�WKH�$VVRFLDWHG�&RXQWULHV�RI�&HQWUDO�DQG�(DVWHUQ�(XURSH�IRU�WKH�,QWHJUDWLRQ�LQWR�WKH�,QWHUQDWLRQDO�0DUNHW�RI�WKH�8QLRQ��&20����������FLWHG�LQ�)R[��(�����������%URRNO\Q�-RXUQDO�RI�,QWHUQDWLRQDO�/DZ���������S�������,QIRUPDWLRQ�UHODWLQJ�WR�WKH�:KLWH�3DSHU�LV�GHULYHG�IURP�WKLV�DUWLFOH��
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7KLV�UDWLRQDOH�IRU�³IRUFHG�KDUPRQLVDWLRQ´�LV�WKHRUHWLFDOO\�XQFRQYLQFLQJ��� EHFDXVH�LW��L��DVVXPHV�WKH�WHFKQLFDO�VXSUHPDF\�RI�(&�FRPSHWLWLRQ�UXOHV���LL��DVVXPHV�WKH�VXLWDELOLW\�RI�(&�UXOHV�IRU�HPHUJLQJ�HFRQRPLHV��� DQG��LLL��RYHUORRNV�WKH�DERYH�PHQWLRQHG�GLIILFXOWLHV��UHODWLQJ�WR�VWUXFWXUH�DQG�HQIRUFHPHQW�SRWHQWLDO��ZKLFK�IDFH�HPHUJLQJ�HFRQRPLHV�ZKHQ�FRPSHWLWLRQ�OHJLVODWLRQ�LV�ILUVW�LQWURGXFHG�0RUHRYHU��LVVXHV�UHODWLQJ�WR�WKH�PHDQV�RI�HQIRUFLQJ�WKHVH�VRSKLVWLFDWHG�ODZV�LQ HPHUJLQJ�HFRQRPLHV�LQ�WKH�OLJKW�RI�WKHLU�LQVWLWXWLRQDO�FDSDELOLWLHV��KDYH�EHHQ�RYHUORRNHG��7KH�UHDVRQ�EHKLQG�WKLV�LV�WKDW�WUDGLQJ�SDUWQHUV�³RIWHQ�WUHDW�SDVVLQJ�D�QHZ�VWDWXWH�DV�WKH�FKLHI�EHQFKPDUN�RI�SURJUHVV�LQ�ODZ�UHIRUP��DQG�FRPPRQO\�YLHZ�LPSOHPHQWDWLRQ�DV�DQ�DIWHUWKRXJKW��«�PDQ\�FRPSHWLWLRQ�V\VWHPV�KDYH�EHHQ�GHDG�RU�DUH�JDVSLQJ�DW�DUULYDO�´�� :KDWHYHU�WKH�UHDVRQV�IRU�WKH�DGRSWLRQ�E\�3RODQG��+XQJDU\�DQG�0H[LFR�RI�D�UXOH�RI�UHDVRQ��WKH\�GR�QRW�LQGLFDWH�WKDW�WKLV�DSSURDFK�LV�WKH�PRVW�VXLWDEOH�IRU�HPHUJLQJ�HFRQRPLHV��RU�WKDW�D�SHU�VH DSSURDFK�ZRXOG�KDYH�EHHQ�XQZRUNDEOH��,W�PD\�EH�VDLG�LQ�FRQFOXVLRQ�WKDW�WKH�SHU�VH DSSURDFK��DOWKRXJK�PRUH�VXLWDEOH�IRU�HPHUJLQJ�HFRQRPLHV��WHQGV��ODUJHO\�IRU�SROLWLFDO�FRQVLGHUDWLRQV��QRW�WR�EH�HPSOR\HG��)XUWKHUPRUH��WKH�VFRSH�RI�WKH�WKUHH�ODZV�UHYLHZHG�DERYH�H[WHQG�WR�PRVW��LI�QRW�DOO��DUHDV�ZKLFK�D�FRPSHWLWLRQ�ODZ�PD\�FRQFHLYDEO\�UHJXODWH��7KLV�JRHV�DJDLQVW�WKH�YLHZ�WKDW�FRPSHWLWLRQ�OHJLVODWLRQ�LQ�HPHUJLQJ�HFRQRPLHV�RXJKW�WR�IRFXV�RQ�FHUWDLQ�DUHDV�$OWKRXJK�LW�PD\�EH�EROG�WR�FRQFOXGH�IURP�WKLV�WKDW�SROLF\�PDNHUV�RI�WKH�WKUHH�FRXQWULHV�VXUYH\HG�KDYH�LQWURGXFHG�ODZV�WKDW�DUH�QRW�WRWDOO\�LQ�KDUPRQ\�ZLWK�WKHLU�QHHGV��LW�LV�SHUPLVVLEOH�WR�TXHVWLRQ�WKH�ZLVGRP�RI�WKHLU�FKRLFHV��:KHWKHU�WKHVH�ODZV�ZLOO�SURYH�QRQHWKHOHVV�VXFFHVVIXO�LQ�WKH�ORQJ�WHUP�LV�\HW�WR�EH�VHHQ��
9��7KH�FDVH�RI�(J\SW5HFHQW�QDWLRQDO�DQG�LQWHUQDWLRQDO�GHYHORSPHQWV�VXSSRUW�WKH�FDVH�IRU�LQWURGXFLQJ�D�FRPSHWLWLRQ�ODZ�LQ�(J\SW�DV�D�QHFHVVDU\�VWHS�IRU�D�FRPSHWLWLRQ�SROLF\��$W�WKH�QDWLRQDO�OHYHO��ZKHQ�WKH�VWDWH�KDG�WKH�ULJKW�WR�XVH�GLUHFW�SULFH�FRQWURO�DQG�DOORFDWH�UHVRXUFHV�WKURXJK�DGPLQLVWUDWLYH�LQWHUYHQWLRQ��LW�PDQDJHG�WR�UHVWUDLQ�PRQRSRO\�SRZHU�ZKHQ�QHFHVVDU\��+HQFH�FRPSHWLWLRQ�SROLF\�ZDV�QRW�UHTXLUHG��
�� ,ELG���S�������� ,ELG��������7KH�DXWKRU�DUJXHV�WKDW�LW�PLJKW�EH�WKH�FDVH�WKDW�WKH�XQGHUO\LQJ�REMHFWLYH�RI�DSSUR[LPDWLRQ�LV�WKH�IHDU�WKDW�(DVW�(XURSHDQ�ILUPV�PLJKW�RXW�FRPSHWH�:HVW�(XURSHDQ�RQHV�LQ�WKH�ODWWHU¶V�PDUNHWV��LI�WUDGH�EDUULHUV�JR�GRZQ�ZLWKRXW�(DVW�(XURSHDQ�FRXQWULHV�UHSOLFDWLQJ�(&�&RPSHWLWLRQ�ODZ���� .RYDFLF��:����������S������
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8QOLNH�PRVW�HPHUJLQJ�HFRQRPLHV�ZKLFK�DGRSWHG�FRPSHWLWLRQ�OHJLVODWLRQ�LQ�WKH�HDUO\�����V���(J\SW¶V�LV�VWLOO�LQ�WKH�PDNLQJ���(J\SW�KDV�QHYHU�KDG�FRPSUHKHQVLYH�FRPSHWLWLRQ�OHJLVODWLRQ��DOWKRXJK�YDULRXV�SURYLVLRQV�LQ�GLIIHUHQW�OHJLVODWLRQ�DGGUHVV�EDVLF�DQWL�FRPSHWLWLYH�EHKDYLRXU���2QH�GRHV�QRW�DUJXH�WKDW�WKH�UHDVRQ�EHKLQG�WKH�GHOD\�LQ�LPSOHPHQWLQJ�FRPSHWLWLRQ�SROLF\�LQ�(J\SW�ZDV�GXH�WR�WKH�DGKHUHQFH�RI�SROLF\�PDNHUV�WR�WKRVH�WKHRUHWLFDO�FODLPV�DJDLQVW�LW��ZKLFK�ZH�GLVFXVVHG�DERYH��5DWKHU��LW�ZDV�WKH�KHDY\�VWDWH�LQWHUYHQWLRQ�LQ�WKH�HFRQRP\��WKURXJK�WKH�VWDWH�RZQHG�HQWHUSULVHV��62(V��DQG�LWV�FRQWURO�RI�HFRQRPLF�DFWLYLWLHV��:LWK�WKH�SUHVHQFH�RI�ILQDQFLDO�UHSUHVVLRQ��� SULFH�FRQWUROV�DQG�VXEVLGLHV��LPSRUW�EDQV�DQG�TXRWDV��H[FKDQJH�UDWH�FRQWURO��WKH�(J\SWLDQ�JRYHUQPHQW�ZDV�D�VRXUFH�RI�PRQRSRO\�SRZHU��,Q�WKLV�HQYLURQPHQW�RQH�FDQQRW�H[SHFW�WKDW�D�JRYHUQPHQW�� DQ\�JRYHUQPHQW�� ZRXOG�DGRSW�D�FRPSHWLWLRQ�SROLF\�WR�GLVFLSOLQH�LWV�DFWLYLWLHV��0RUHRYHU��FRPSHWLWLRQ�ZDV�VHHQ�DV�D�VRFLDO�EXUGHQ�DQG�D�SROLWLFDO�OLDELOLW\��DV�LW�PLJKW�KDYH�OHG�WR�WKH�XOWLPDWH�H[LW�RI�XQFRPSHWLWLYH�ILUPV�DQG�KHQFH�WKH�SRVVLELOLW\�RI�LQFUHDVLQJ�XQHPSOR\PHQW��+RZHYHU��DIWHU�LWV�DGRSWLRQ�IRU�GHFDGHV�LQ�(J\SW��WKH�VWDWH�OHG�LQZDUG�ORRNLQJ�VWUDWHJ\�IDLOHG�WR�DFKLHYH�LWV�WDUJHWV��7RZDUGV�WKH�HQG�RI�WKH�����V��WKH�HFRQRP\�VXIIHUHG�IURP�VHYHUDO�VWUXFWXUDO�ZHDNQHVVHV�DQG�GLVWRUWLRQV��6XFK�GLVWRUWLRQV�GLG�QRW�DSSHDU�VXGGHQO\�LQ�WKH�HFRQRP\�EXW�ZHUH�SUHVHQW�IRU�D�ORQJ�SHULRG��EHLQJ�PDVNHG�E\�WKH�UHPDUNDEOH�LQFUHDVH�LQ�H[WHUQDO�UHVRXUFHV�DQG�FDSLWDO�LQIORZV��7KHVH�UHVRXUFHV�HQDEOHG�WKH�JRYHUQPHQW�WR�H[SDQG�LWV�H[SHQGLWXUH��ILQDQFH�LQYHVWPHQW�SURJUDPPHV�DQG�IXQG�ULVLQJ�LPSRUWV��:LWK�WKH�VXGGHQ�DQG�VWHHS�VKRUWDJH�RI�H[WHUQDO�UHVRXUFHV�LQ�������LW�EHFDPH�KDUGHU�WR�FRYHU�WKHVH�GLVWRUWLRQV��$W�WKLV�VWDJH�D�FULWLFDO�QHHG�IRU�VWDELOLVDWLRQ�PHDVXUHV�DQG�DGMXVWPHQW�HIIRUWV�EHFDPH�DSSDUHQW�7KXV��D�FRPSUHKHQVLYH�(FRQRPLF�5HIRUP�DQG�6WUXFWXUDO�$GMXVWPHQW�3URJUDPPH��(56$3��ZDV�DGRSWHG�LQ�������7KLV�UHIRUP�SURJUDPPH�KDV�EHHQ�VXSSRUWHG�E\�D�VWDQG�E\�DUUDQJHPHQW�IURP�WKH�,0)�DQG�D�VWUXFWXUDO�DGMXVWPHQW�ORDQ�IURP�WKH�:RUOG�%DQN��LQ�DGGLWLRQ�WR WKH�ELODWHUDO�GHEW�IRUJLYHQHVV�GHEW�VHUYLFH�UHOLHI�RI�WKH�3DULV�&OXE��7KH�SULPDU\�REMHFWLYH�RI�(56$3�LV�VXPPDULVHG�E\�WKH�,0)��������DV���WR�FUHDWH��RYHU�WKH�PHGLXP�WHUP��D�GHFHQWUDOL]HG�PDUNHW�EDVHG��RXWZDUG�RULHQWHG�HFRQRP\�ZKHUH�SULYDWH�VHFWRU�DFWLYLW\ ZLOO�EH�
�� ,QWURGXFWLRQ�RI�FRPSHWLWLRQ� ODZV�ZDV�DW� LWV�SHDN�GXULQJ�WKLV�SHULRG��&RXQWULHV� LQFOXGH��3RODQG���������+XQJDU\���������5XVVLD���������&]HFK�5HSXEOLF���������7XQLVLD���������9HQH]XHOD���������3HUX���������%HODUXV���������0H[LFR���������%XOJDULD���������/LWKXDQLD� �������� -DPDLFD� ��������6ORYHQLD� ��������(VWRQLD� ��������0RQJROLD� �������� ,YRU\�&RDVW� ��������=DPELD���������6ORYDN�5HSXEOLF���������7XUNH\��������DQG�%UD]LO����������� 7KH� FXUUHQW� 3HQDO� &RGH� RI� ����� VWLSXODWHV� LQ�$UWLFOH� ���� WKDW� UDLVLQJ� RU� ORZHULQJ� SULFHV� WR� DFKLHYH� LOOHJDO� EHQHILWV� LV�SURKLELWHG��0RUHRYHU��ODZ�����IRU������VWLSXODWHV�WKDW�LW�LV�SURKLELWHG�IRU�DQ\�GLVWULEXWRU�WR�KDYH�D�PRQRSRO\�LQ�GLVWULEXWLQJ�DQ\�GRPHVWLFDOO\�SURGXFHG�JRRG� WKDW� LV�VXEMHFW� WR�DQ� LPSRUW�EDQ��7KHUH�DUH�RWKHU�H[DPSOHV� LQ�GLIIHUHQW� ODZV��)LQDOO\��(J\SWLDQ�FRPPHUFLDO�ODZ�SURKLELWV�DFWV�WKDW�FRQVWLWXWH�XQIDLU�FRPSHWLWLRQ��H�J��QHJDWLYH�DGYHUWLVLQJ��2Q�WKH�ZKROH��WKH�LPSOHPHQWDWLRQ�RI�WKHVH�VFDWWHUHG�SURYLVLRQV�ZDV�OD[��JLYHQ�WKDW�WKHUH�ZDV�QR�FRPSHWLWLYH�HQYLURQPHQW�LQ�WKH�OLJKW�RI�WKH�HFRQRPLF�SROLF\�DGRSWHG�E\�WKH�VWDWH����� 2Q�WKH�FDXVHV�DQG�LPSDFW�RI�VWDWH�LQWHUYHQWLRQ�LQ�WKH�ILQDQFLDO�VHFWRU�LQ�(J\SW��VHH�0RKLHOGLQ��������
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HQFRXUDJHG�E\�D�IUHH��FRPSHWLWLYH��DQG�VWDEOH�HQYLURQPHQW�ZLWK�DXWRQRP\�IURP�JRYHUQPHQW�LQWHUYHQWLRQ����,QGHHG�WKH�SULYDWH�VHFWRU��WKURXJK�SULYDWLVDWLRQ��DQG�RWKHU�PHDQV��KDV�EHHQ�JDLQLQJ�JURXQG�LQ�(J\SW��,W�LV�QRZ�UHVSRQVLEOH�IRU�����RI�WRWDO�LQYHVWPHQW�DQG�����RI�*'3��+RZHYHU��WKH�UHJXODWRU\�IUDPHZRUN�KDV�QRW�EHHQ�LPSURYHG�WR�FRSH�ZLWK�WKH�UHTXLUHPHQWV�RI�QHZ�PDUNHW�FRQGLWLRQV��ZKHUH�SULYDWH�HQWHUSULVHV�DUH�UHSODFLQJ�SXEOLF�RQHV�LQ�WKHLU�GRPLQDWLRQ�RI�WKH�SURGXFWLRQ�DQG�GLVWULEXWLRQ�RI�PRVW�JRRGV�DQG�VHUYLFHV��$OOHJDWLRQV�RI�DQWLFRPSHWLWLYH�SUDFWLFHV�DUH�QXPHURXV��HVSHFLDOO\�LQ�UHWDLO�GLVWULEXWLRQ��FHPHQW��VWHHO�DQG�IRRG�SURGXFWV��5HFHQWO\��WKHVH�DOOHJDWLRQV�KDYH�EHHQ�PDGH�DJDLQVW�RWKHU�VHFWRUV��VXFK�DV�DXGLR�YLVXDO�SURGXFWV�DQG�KHDOWK�VHUYLFHV��WKH�PHGLD�SOD\LQJ�D�PDMRU�UROH�LQ�FDOOLQJ�IRU�JRYHUQPHQW�FRUUHFWLYH�LQWHUYHQWLRQ�WR�SURWHFW�WKH�SXEOLF�LQWHUHVW��0RUHRYHU��DV�VKRZQ�LQ�WDEOH������WKHUH�DUH�FDVHV��JURZLQJ�ERWK�LQ�YDOXH�DQG�QXPEHU��RI�PHUJHUV�DQG�DFTXLVLWLRQV�ZKLFK�DUH�QRW�HIIHFWLYHO\�PRQLWRUHG�RU�LQYHVWLJDWHG�IURP�WKH�SHUVSHFWLYH�RI�WKHLU�LPSOLFDWLRQV�RQ�PDUNHW�VWUXFWXUH��WKH�VWDWH�RI�IDLU�FRPSHWLWLRQ�QRU�WKH�SRVVLEOH�DEXVH�RI�PDUNHW�GRPLQDQFH
7DEOH����5HFHQW�&DVHV�RI�$FTXLVLWLRQ�LQ�(J\SW�E\�1XPEHU�DQG�9DOXH<HDU 1XPEHU�RI�$FTXLVLWLRQV )RUHLJQ%X\HU 7RWDO�9DOXHLQ�/(�PLOOLRQ���� � � 1�$����� � � ���������� � � ���������� �� �� ����������� �� �� ������������� � � ��������7RWDO �� �� ���������6RXUFH���&RPSLOHG�E\�&RQFRUG�,QWHUQDWLRQDO�,QYHVWPHQWV��0D\�������)LJXUH�DV�RI�)HEUXDU\������

$W�WKH�LQWHUQDWLRQDO�OHYHO��DWWHPSWV�WR�SURPRWH�DQG�FRRUGLQDWH�QDWLRQDO�FRPSHWLWLRQ�SROLFLHV�WKDW�LQYROYH�/'&V�FDQ�EH�WUDFHG�EDFN�WR�������� ZKHQ�81&7$'�FLUFXODWHG�D�GUDIW�ODZ�DV�D�PRGHO�IRU�FRQVLGHUDWLRQ�E\�WKHVH�FRXQWULHV��7KH�8QLWHG�1DWLRQV��LQ�������DSSURYHG�D�
�� 6HH�,0)���������S����
�� /OR\G� DQG� 6DPSVRQ� �������� S�� ����� PHQWLRQ� WKDW� HDUOLHU� PXOWLODWHUDO� HIIRUWV� FDQ� EH� WUDFHG� EDFN� WR� WKH� ����V�� DV� IRU�H[DPSOH��WKH�GUDIW�+DYDQD�&KDUWHU�IRU�DQ�,QWHUQDWLRQDO�7UDGH�2UJDQLVDWLRQ��ZKLFK�GHYRWHG�D�FKDSWHU�WR�GLVFXVVLQJ�UHVWULFWLYH�EXVLQHVV�SUDFWLFHV�
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GRFXPHQW�HQWLWOHG��7KH�6HW�RI�0XOWLODWHUDOO\�$JUHHG�(TXLWDEOH�3ULQFLSOHV�DQG�5XOHV�IRU�WKH�&RQWURO�RI�5HVWULFWLYH�%XVLQHVV�3UDFWLFHV���VSRQVRUHG�E\�81&7$'��� ,Q�DGGLWLRQ�WR�WKHVH�PXOWLODWHUDO�HIIRUWV��D�IHZ�ELODWHUDO�DJUHHPHQWV�KDYH�EHHQ�UHDFKHG�EHWZHHQ�WKH�(XURSHDQ�&RPPLVVLRQ��(&��DQG�GHYHORSHG�FRXQWULHV��()7$�FRXQWULHV��LQ�WKH�HDUO\�����V��DV�ZHOO�DV�HFRQRPLHV�LQ�WUDQVLWLRQ��VXFK�DV�+XQJDU\�DQG�3RODQG�LQ������DQG�PRUH�UHFHQWO\�ZLWK�GHYHORSLQJ�0HGLWHUUDQHDQ�FRXQWULHV��7XQLVLD�DQG�0RURFFR���������(J\SW�DOVR�VLJQHG�DQ�DVVRFLDWLRQ�DJUHHPHQW�ZLWK�WKH�(8�D�IHZ�PRQWKV�DJR�7KH�(&�FRQVLGHUV�FRPSHWLWLRQ�DV��WKH�EHVW�VWLPXODQW�RI�HFRQRPLF�DFWLYLW\��DQG�UHFRJQLVHV�FRPSHWLWLRQ�SROLF\�DV�HVVHQWLDO�PHDQV�IRU�VDWLVI\LQJ�LQGLYLGXDO�DQG�FROOHFWLYH�QHHGV���� 7KHVH�LGHDOV�KDYH�EHHQ�UHIOHFWHG�LQ�WKH�GHFODUHG�SROLFLHV�RI�WKH�(&�ZLWKLQ�(XURSH�DQG�RXWVLGH�LW��7KH�SURSRVHG�(XUR�0HGLWHUUDQHDQ�$JUHHPHQW��(0$��UHTXLUHV�WKH�DGRSWLRQ�RI�SDUWLFXODU�FRPSHWLWLRQ�UXOHV�RI�WKH�(8�DV�IDU�DV�WKH\�DIIHFW�WUDGH�EHWZHHQ�WKH�(8�DQG�LWV�SDUWQHU�FRXQWULHV��7KHVH�FRPSHWLWLRQ�UXOHV�GHDO�ZLWK�FROOXVLYH�EHKDYLRXU��DEXVH�RI�GRPLQDQW�SRVLWLRQ�DQG�FRPSHWLWLRQ�GLVWRUWLQJ�VWDWH�DLG��� 7KLV�KDV�EHHQ�WKH�FDVH�LQ�WKH�DOUHDG\�VLJQHG�(0$V��RI�7XQLVLD�DQG�0RURFFR�� DQG�LV�YHU\�OLNHO\�WR�EH�WKH FDVH�ZLWK�(J\SW�DV�ZHOO��,I�ZH�DVVXPH�WKDW�(J\SW
V�(0$�ZLOO�IROORZ�WKH�7XQLVLDQ�DQG�0RURFFDQ�PRGHOV�RQ��&RPSHWLWLRQ�DQG�2WKHU�(FRQRPLF�3URYLVLRQV�����(J\SW�ZLOO�LPSOHPHQW��ZLWKLQ�ILYH�\HDUV��WKH�UXOHV�RI�WKH�7UHDW\�RI�5RPH���'XULQJ�WKHVH�ILYH�\HDUV��*$77�UXOHV�UHJDUGLQJ�VWDWH�DLG�ZLOO�EH�DSSOLHG�DQG�(J\SW�ZLOO�EH�WUHDWHG�DV�D�GLVDGYDQWDJHG�UHJLRQ��DFFRUGLQJ�WR�WKH�7UHDW\�RI�5RPH��DUWLFOH��������D���ZKLFK�PHDQV�WKDW�VWDWH�DLG�FDQ�EH�DSSOLHG�ZLWKLQ�LWV�ERXQGDULHV�GXULQJ�WKLV�SHULRG��/LEHUDOLVDWLRQ�RI�JRYHUQPHQW�SURFXUHPHQW�ZLOO�QRW�EH�UHTXLUHG��ZKLFK�PD\�EH�DQ�DGYDQWDJH�WR�(J\SW��7KHUH�LV�

�� *UD\�DQG�'DYLV���������S�������� 0F*RZDQ���������S�������� +RHNPDQ�DQG�'MDQNRY���������S������� 6DPH�UXOHV�ZHUH�LQVHUWHG�LQ�WKH�DJUHHPHQWV�EHWZHHQ�WKH�(8�DQG��UHVSHFWLYHO\��+XQJDU\��3RODQG��WKH�&]HFK�5HSXEOLF�DQG�6ORYDN�5HSXEOLF��VLJQHG�LQ�'HFHPEHU�������6HH�5RXDP���������S������� 8QGHU�DUWLFOH����RI�WKH�0RURFFDQ��DQG�WKH�7XQLVLDQ��$JUHHPHQW��LW�LV�ZULWWHQ�������7KH�IROORZLQJ�DUH�LQFRPSDWLEOH�ZLWK�WKH�SURSHU�IXQFWLRQLQJ�RI�WKH�$JUHHPHQW��LQ�VR�IDU�DV�WKH\�PD\�DIIHFW�WUDGH�EHWZHHQ�WKH�&RPPXQLW\�DQG�0RURFFR�>7XQLVLD@���D��DOO�DJUHHPHQWV�EHWZHHQ�XQGHUWDNLQJV�����ZKLFK�KDYH�DV�WKHLU�REMHFW�RU�HIIHFW�WKH�SUHYHQWLRQ��UHVWULFWLRQ��RU�GLVWRUWLRQ�RI�FRPSHWLWLRQ��E��DEXVH�����RI�GRPLQDQW�SRVLWLRQ����F��DQ\�VWDWH�DLG�ZKLFK�GLVWRUWV�RU�WKUHDWHQV�WR�GLVWRUW�FRPSHWLWLRQ����&RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV���������S������� )RU�D�GLVFXVVLRQ�RI�WKH�LPSOLFDWLRQV�RI�WKHVH�UXOHV��VHH�0F*RZDQ���������SS����������DQG�)LVKZLFN���������SS���������DQG�1HPLW]���������SS�������
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DOVR�D�SURYLVLRQ�IRU�SURWHFWLQJ�LQWHOOHFWXDO��FRPPHUFLDO�DQG�LQGXVWULDO�SURSHUW\�ULJKWV��ZKLFK�PD\�QRW�QHFHVVDULO\�EH�DQ�DGYDQWDJH�WR�LW���$W�IDFH�YDOXH��WKHUH�PD\�QRW�EH�D�VLJQLILFDQW�GLVSDULW\�EHWZHHQ�WKH�FRPSHWLWLRQ�UXOHV�DV�VWDWHG�LQ�WKH�(XURSHDQ�SDUWQHUVKLS�DJUHHPHQWV�DQG�WKRVH�VWDWHG�LQ�WKH�GUDIW�RI�WKH�(J\SWLDQ�FRPSHWLWLRQ�ODZ��DSDUW�IURP�WKH�LVVXH�RI�H[HPSWLRQV�DQG�H[FHSWLRQV��H�J��H[SRUW�DVVRFLDWLRQV�DQG�WKH�DOORZDQFH�IRU�WKH�JRYHUQPHQW�WR�IL[�WKH�SULFHV�RI�HVVHQWLDO�JRRGV��+RZHYHU��LW�GRHV�QRW�PDNH�VHQVH�WR�DVVXPH�WKDW�(J\SW�FRXOG�RU�VKRXOG�UHSOLFDWH�WKH�VWULQJHQW�DQG�H[WHQVLYH�V\VWHP�RI�FRPSHWLWLRQ�HQIRUFHPHQW�FXUUHQWO\�LQ�SODFH�LQ�(XURSH��0RUHRYHU��WKH�DUWLFOHV RI�WKH�(0$�RQ�FRPSHWLWLRQ�SROLF\�DUH�WRR�JHQHUDO��ZKLFK�PD\�FDXVH�VRPH�WURXEOH�LQ�WKH�SURFHVV�RI�GLVSXWH�UHVROXWLRQ��6RPH�HFRQRPLVWV�VHH�WKH�VROXWLRQ�RI�VXFK�OLNHO\�GLVSXWHV�DQG�WKH�DQVZHU�WR�WKH�QHHG�IRU�KDUPRQLVDWLRQ�RI�QDWLRQDO�FRPSHWLWLRQ�SROLFLHV��LQ�WKH�HVWDEOLVKPHQW�DQG�JUDGXDO�HPSRZHUPHQW�RI�DQ�LQWHUQDWLRQDO�DQWLWUXVW�HQIRUFHPHQW�DJHQF\�ZLWKLQ�WKH�:RUOG�7UDGH�2UJDQLVDWLRQ��� 7KLV�VXJJHVWLRQ�LV�RSWLPLVWLF��2QH�HFRQRPLVW�KDV�ULJKWO\�GHVFULEHG�LWV�SURVSHFWV�DV�WKH�VDPH�DV�WKRVH�RI�HVWDEOLVKLQJ��DQ�HIIHFWLYH�LQWHUQDWLRQDO�VWDQGLQJ�DUP\����:LWKLQ�(XURSH�LWVHOI�WKHUH�UHPDLQV�D�WHQVLRQ�EHWZHHQ�D�WUDGLWLRQDO�QDWLRQDO�RXWORRN�LQ�(XURSHDQ�FRXQWULHV��FRQFHUQHG�ZLWK�WKHLU�VRYHUHLJQWLHV��DQG�WKH�&RPPLVVLRQ
V�IUHTXHQW�LQWHUYHQWLRQ��7KLV�WHQVLRQ�LQFUHDVHV�ZKHQ�WKH�&RPPLVVLRQ�DWWHPSWV�WR�H[WHQG�WKH�VFRSH�RI�FRPSHWLWLRQ�SROLF\�RU�FRQVWUDLQ�WKH�FRQGXFW�RI�QDWLRQDO�JRYHUQPHQWV��HVSHFLDOO\�ZKHQ�WKH�DFWLRQV�RI�WKH�&RPPLVVLRQ�DUH�QRW�VXSSRUWHG�E\�ULJRURXV�DQDO\VLV��� /LNHZLVH��RQH�DQWLFLSDWHV�VLPLODU�WHQVLRQ��REYLRXVO\�IURP�WKH�(J\SWLDQ�VLGH��LI�WKH�$VVRFLDWLRQ�&RXQFLO��� WKDW�RYHUVHHV�WKH�DVVRFLDWLRQ�DJUHHPHQW�EHWZHHQ�(J\SW�DQG�(XURSH��HPXODWHV�WKH�FRQGXFW�RI�WKH�(XURSHDQ�&RPPLVVLRQ�LQ�WKLV�UHVSHFW�'HDOLQJ�ZLWK�PXOWLQDWLRQDO�FRPSDQLHV�LV�DQRWKHU�FRQFHUQ�WKDW�SXVKHV�(J\SW�WR�SXUVXH�FRPSHWLWLRQ�SROLF\��IRU�WZR�UHDVRQV��ILUVW��LW�KDV�EHHQ�FRQVLGHUHG�DV�D�SUHUHTXLVLWH�IRU�HQWU\�LQWR�WKH�GHYHORSLQJ�KRVW�FRXQWULHV�E\�VRPH�PXOWLQDWLRQDOV��VHFRQG��LW�LV�UHTXLUHG�E\�WKH�GHYHORSLQJ�FRXQWULHV�WKHPVHOYHV�WR�FRXQWHU�WKH�QDWLRQDO�LPSDFW RI�LQWHUQDWLRQDO�PHUJHUV�DQG�DFTXLVLWLRQV�XQGHUWDNHQ�E\�PXOWLQDWLRQDOV�
�� LELG���S������� 6HH�WKH�UHYLHZ�RI�2ZHQ���������RI�)��6FKHUHU
V�ERRN�RQ��&RPSHWLWLRQ�3ROLFLHV�IRU�DQ�,QWHJUDWHG�:RUOG���� LELG��� 0F*RZDQ��RS��FLW���S��������� 2Q�WKH�UROH�RI�WKH�$VVRFLDWLRQ�&RXQFLO��VHH�,QDPD���������SS��������
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,Q�WKH�FRQWH[W�RI�WKH�LQWHUQDWLRQDO�HQYLURQPHQW��WKHUH�LV�D�VHULRXV�FRQFHUQ�LQ�(J\SW�ZLWK�WKH�RSHUDWLRQV�DQG�EHKDYLRXU�RI�LQWHUQDWLRQDO�FDUWHOV��,QFUHDVLQJ�OLEHUDOLVDWLRQ�RI�WUDGH�KDVLQFUHDVHG�WKH�LQFHQWLYH�IRU�ILUPV�WR�SDUWLFLSDWH�LQ�FDUWHOV��,QGHHG��LW�KDV�EHHQ�VDLG�WKDW�³ZRUOGZLGH�FDUWHOV�DUH�ORRPLQJ�DV�D�PDMRU�HQIRUFHPHQW�FRQFHUQ«,W¶V�DOPRVW�DV�LI�SULYDWH�DUUDQJHPHQWV�DUH�UHSODFLQJ�JRYHUQPHQWDOO\�LPSRVHG�PDUNHW�EDUULHUV´���� ,QWHUQDWLRQDO�FDUWHOV�DUH�HQJDJHG�LQ�SULFH�IL[LQJ��GLYLVLRQ�RI�PDUNHW�DW�WKH�LQWHUQDWLRQDO�OHYHO��HVWDEOLVKLQJ�SULFH�FHLOLQJV��RU�IORRUV��IRU�QHZ�HQWUDQWV�DQG�SURYLGLQJ�PHFKDQLVPV�IRU�WKH�LQFXPEHQW�ILUPV�WR�SUHYHQW�PDUNHW�HQWU\��,W�LV�HVWLPDWHG�WKDW�LQ�WKH�\HDU� �����DORQH��GHYHORSLQJ�FRXQWULHV�LPSRUWHG�PRUH�WKDQ�����ELOOLRQ�ZRUWK�RI�JRRGV�IURP�VXSSOLHUV�WKDW�ZHUH�LQYROYHG�LQ�SULFH�±IL[LQJ�FRQVSLUDFLHV�LQ�WKH�����V��/HYHQVWHLQ�DQG�6XVORZ��������KDYH�VKRZQ�WKDW�LQ�SDUWLFXODU��LQWHUQDWLRQDO�SULYDWH�FDUWHOV�FDVHV��VXFK�DV�%URPLQH��&LWULF�$FLG�DQG�*UDSKLWH�(OHFWURGHV��GHYHORSLQJ�FRXQWULHV�ZHUH�RYHUFKDUJHG�IRU�WKHLU�LPSRUWV�LQ�D�UDQJH�IURP�����WR������GXULQJ�WKH�ODVW�GHFDGH��,Q�RUGHU�WR�GHDO�HIIHFWLYHO\�ZLWK�VXFK�SULYDWH�FDUWHOV��WKHUH�LV�D�QHHG�IRU�LQWHUQDWLRQDO�FR�RUGLQDWLRQ��ZKLFK�LV�QRW�JRLQJ�WR�EH�EHQHILFLDO�WR�(J\SW�ZLWKRXW�KDYLQJ�LWV�RZQ�QDWLRQDO�FRPSHWLWLRQ�SROLF\�7KXV��LQ�(J\SW��DV�LQ�PDQ\�RWKHU�/'&V�XQGHUWDNLQJ�HFRQRPLF�UHIRUP��WKH�PDUNHW�LV�JUDGXDOO\�UHSODFLQJ�WKH�VWDWH��WKDW�ZDV�IRU�D�YHU\�ORQJ�WLPH��DV�WKH PDMRU�SURGXFHU�DQG�GLVWULEXWRU��+RZHYHU��LW�KDV�EHHQ�UHDOLVHG�WKDW�PDUNHWV�FDQ�EH�PDQLSXODWHG��WR�WKH�H[WHQW�WKDW�IHZ�HFRQRPLF�DJHQWV�FDQ�DFTXLUH�HFRQRPLF�SRZHU�LQ�D�ZD\�WKDW�ZRXOG�GLVWRUW�FRPSHWLWLRQ�DQG�LPSDLU�HIILFLHQF\��,Q�DGGLWLRQ��WKHUH�DUH�PDQ\�LQWHUQDWLRQDO�IDFWRUV�FRQWULEXWLQJ�WR�WKH�XUJHQW�QHHG�IRU�D�FRPSHWLWLRQ�ODZ��+RZHYHU��WKH�LVVXDQFH�RI�D�FRPSHWLWLRQ�ODZ�KDV�EHHQ�IDFLQJ�VRPH�UHVLVWDQFH���WKLV�WLPH�QRW��IURP�WKH�VWDWH�EXW�IURP�WKH�SULYDWH�VHFWRU��WKDW�KDV�YDULRXV�FRQFHUQV�UHJDUGLQJ�WKLV�ODZ��VXFK�DV�������)HDU�RI�JRYHUQPHQW�LQWHUYHQWLRQ�LQ�D�QHZ�IRUP�XQGHU�WKH�QRWLRQ�RI�SURWHFWLRQ�RI�FRPSHWLWLRQ����3RVVLEOH�DEXVH�RI�WKH�ODZ�E\�SDUWLFXODU�ILUPV��WKDW�PD\�XVH�LW��XQMXVWLILDEO\��WR�FKDUJH�FRPSHWLWRUV�ZLWK�XQIDLU�WUDGH�SUDFWLFHV����7KH�ODZ�ZLOO�FRYHU�RQO\�UHJLVWHUHG�ILUPV��OHDYLQJ�LQIRUPDO�DFWLYLWLHV�DQG�VPXJJOLQJ�LQWDFW�
��� ��)URP� D� VSHHFK� E\� WKH� )RUPHU� $VVLVWDQW� $WWRUQH\� *HQHUDO� IRU� WKH� $QWLWUXVW� 'LYLVLRQ� RI� WKH� 8�6��'HSDUWPHQW�RI�-XVWLFH��FLWHG�LQ�/HYHQVWHLQ�DQG�6XVORZ���������S������� )RU�IXUWKHU�GLVFXVVLRQ�VHH�0RKLHOGLQ���������SS���������
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���7KRVH�ZKR�ZLOO�EH�UHVSRQVLEOH�IRU�LPSOHPHQWLQJ�WKH�ODZ�PD\�QRW�KDYH�VXIILFLHQW�NQRZOHGJH�RI�WKH�LGLRV\QFUDVLHV�DQG�SHFXOLDULWLHV�RI�SDUWLFXODU�VHJPHQWV�RI�WKH�PDUNHW����-XVW�LPSOHPHQWDWLRQ�RI�WKH�ODZ�PD\�EH�KLQGHUHG�E\�FRUUXSWLRQ�DQG�SURILWHHULQJ�
:KLOH�VRPH�RI�WKHVH�FRQFHUQV�PD\�EH�MXVWLILHG��WKH�DEVHQFH�RI�DQ�DGHTXDWH�UHJXODWRU\�IUDPHZRUN�ZRXOG�PDNH�WKH�PDQLSXODWLRQ�RI�WKH�PDUNHW�HYHQ�PRUH�OLNHO\��DQG�KHQFH�ZRXOG�UHVXOW�LQ�JUHDWHU�ZHOIDUH�ORVVHV�FRPSDUHG�WR�WKH�VWDWXV�TXR��7KH�SURWHFWLRQ�RI�FRPSHWLWLRQ�QHFHVVLWDWHV�WKH�HVWDEOLVKPHQW�RI�DQ�DGHTXDWH�DQG�FRPSHWHQW�UHJXODWRU\�IUDPHZRUN�ZLWK�DQ�DLP�WR�SURPRWH�HFRQRPLF�HIILFLHQF\��HQVXUH�IDLU�FRPSHWLWLRQ�DQG�SUHYHQW�DQ\�H[SORLWDWLRQ�RI�FRQVXPHUV��WKURXJK�WKH�GHWHUUHQFH�DQG�SURKLELWLRQ�RI�DQWL�FRPSHWLWLYH�SUDFWLFHV�

9,��7RZDUGV�DQ�(J\SWLDQ�FRPSHWLWLRQ�SROLF\(IIHFWLYH�FRPSHWLWLRQ�SROLF\�LQYROYHV�WKH�UHVWUXFWXULQJ�RI�WKH�HFRQRPLF�HQYLURQPHQW�LQ�(J\SW�LQ�D�ZD\�WKDW�UHVWULFWV�WKH�H[HUFLVH�RI�PDUNHW�SRZHU�E\�ILUPV��SURPRWHV�WKH�DOORFDWLRQ�RI�UHVRXUFHV�LQ�DFFRUGDQFH�ZLWK�PRVW�HIILFLHQW�XWLOLVDWLRQ��DQG�HQKDQFHV�HIILFLHQF\��LQ�ERWK�VWDWLF�DQG�G\QDPLF�WHUPV��7KLV�UHTXLUHV��LQWHU�DOLD��HIIHFWLYH�HQIRUFHPHQW�RI�FRPSHWLWLRQ�ODZ�DQG�WKH�HVWDEOLVKPHQW�RI�DQ�LQGHSHQGHQW�FRPSHWLWLRQ�DXWKRULW\�WKDW�IXQFWLRQV�SURDFWLYHO\�DJDLQVW�DQWL�FRPSHWLWLYH�SUDFWLFHV���7KH�&RPSHWLWLRQ�/DZ8QWLO�QRZ��(J\SW�KDV�QRW�HQDFWHG�D�FRPSHWLWLRQ�ODZ���� EXW�WKHUH�LV�D�GUDIW�ODZ�XQGHU�GLVFXVVLRQ����7KH�VFRSH�RI�WKH�/DZ7KH�ODZ�DSSOLHV�WR�DOO�SHUVRQV�DQG�HQWLWLHV�HQJDJHG�LQ�ILQDQFLDO�DQG�HFRQRPLF�DFWLYLWLHV��LQFOXGLQJ�WUDGH��LQGXVWU\�DQG�VHUYLFHV��+RZHYHU��$UWLFOH���RI�WKH�ODZ�H[SOLFLWO\�VWDWHV�WKDW�³VWUDWHJLF�HQWLWLHV´�ZLOO�QRW�EH�VXEMHFW�WR�WKH�ODZ��,W�GHILQHV�WKHVH�HQWLWLHV�E\�VWDWLQJ�WKDW�WKH\�DUH�RZQHG�RU�RSHUDWHG�E\�WKH�VWDWH�DQG�KDYH�DV�WKHLU�IXQFWLRQ�WKH�SURYLVLRQ�RI�ZDWHU��JDV��HOHFWULFLW\�DQG�SHWUROHXP�RU�DUH�RWKHU�HQWLWLHV�HVWDEOLVKHG�E\�D�3UHVLGHQWLDO�'HFUHH�:KLOH�LQWHOOHFWXDO�SURSHUW\�ULJKWV�DQG�WKH�QRQ�FRPPHUFLDO�DFWLYLWLHV�RI�V\QGLFDWHV�DUH�QRW�VXEMHFW�WR�WKH�ODZ��HQWLWLHV�HVWDEOLVKHG�IRU�WKH�SXUSRVH�RI�H[SRUWDWLRQ�RU�HQFRXUDJLQJ�H[SRUWV�RI�JRRGV�DQG�VHUYLFHV�DUH�QRW�VXEMHFW�WR�WKH�ODZ��SURYLGHG�WKDW�HQWU\�DQG�H[LW�WR�WKHVH�HQWLWLHV�
��� 7KLV� GRHV� QRW� PHDQ�� KRZHYHU�� WKDW� WKHUH� DUH� QR� DUWLFOHV� LQ� WKH� �&ULPLQDO� /DZ��� WKDW� GHDO� ZLWK� PRQRSRO\� DQG�DQWLFRPSHWLWLYH�EHKDYLRXU��H�J��DUWLFOHV�����DQG�������7KHUH�ZDV�HYHQ�D�FDVH�WKDW�GDWHV�EDFN�WR�����������ZLWK�UHJDUG�WR�WKH�PRQRSROLVWLF�EHKDYLRXU�RI�DQ�RZQHU�RI�IRXU�PLOOV����� 7KLV�GUDIW�LV�SUHSDUHG�E\�WKH�0LQLVWU\�RI�(FRQRP\�DQG�)RUHLJQ�7UDGH�
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LV�YROXQWDU\��7KH�ODWWHU�H[HPSWLRQ�LV�GHHPHG�XQFRQYHQWLRQDO�DQG�LW�ZRXOG�DSSHDU�WKDW�WKHUH�VKRXOG�EH�VRPH�GHEDWH�UHJDUGLQJ�LWV�DSSURSULDWHQHVV�DQG�LWV�ZRUGLQJ��([HPSWLRQV�DUH�RI�XWPRVW�LPSRUWDQFH�LQ�DQ\�FRPSHWLWLRQ�ODZ��DV�WKH\�DUH�XQFRPSHWLWLYH�SUDFWLFHV�WKDW�WKH�ODZ�OHDYHV�XQSHQDOL]HG��EHFDXVH�RI�DQ�RYHUULGLQJ�EHQHILW��+RZHYHU��WKH\�PXVW�EH�FDUHIXOO\�GUDIWHG��RWKHUZLVH�WKH\�FRXOG�ZHOO�IUXVWUDWH�WKH�SXUSRVH�RI�WKH�ODZ�$QWLFRPSHWLWLYH�SUDFWLFHV7KH�GUDIW�ODZ�VHWV�RXW�LQ�$UWLFOH���DEVROXWH�SURKLELWLRQV�ZLWK�UHVSHFW�WR�IRXU�IRUPV�RI�DJUHHPHQWV�WKDW�LW�GHHPV�DQWLFRPSHWLWLYH�SHU�VH��7KH\�DUH��WKH�GHFUHDVH��LQFUHDVH�RU�FRQWURO�LQ�WKH�SULFH�RI�WKH�SXUFKDVH�RU�VDOH�RI�JRRGV�DQG�VHUYLFHV��UHVWULFWLRQV�RQ�WKH�SURGXFWLRQ��GLVWULEXWLRQ�RU�PDUNHWLQJ�RI�JRRGV�DQG�VHUYLFHV��PDUNHW�VKDULQJ��DQG�DUUDQJHPHQWV�LQ�WKH�WHQGHULQJ�SURFHVV��,W�LV�ZRUWK�QRWLQJ�WKDW�$UWLFOH���RI�WKH�GUDIW�ODZ�VWLSXODWHV�WKDW�DUUDQJHPHQWV�VHW�RXW�LQ�$UWLFOH���DUH�SURKLELWHG��LI�RQH�RI�WKH�HQWLWLHV�LQYROYHG�WKHUHLQ�HQMR\V�D�GRPLQDQW�SRVLWLRQ�LQ�WKH�UHOHYDQW�PDUNHW�DV�SHU�$UWLFOH���,I�WKH�REMHFWLYH�RI�SHU�VH UXOHV�LV�WR�DYRLG�DQ\�LQYHVWLJDWLRQV�ZLWK�UHJDUG�WR�WKH�PDUNHW�SRZHU�RI�WKRVH�XQGHUWDNLQJ�DQWLFRPSHWLWLYH�DFWLYLWLHV�DQG�SURYLGH�WKH�UHJXODWRU�ZLWK�FOHDU��DV�IDU�DV�LV�IHDVLEOH��UXOHV�WKDW�FDQ�EH�LPSOHPHQWHG�ZLWK�UHODWLYH�HDVH��WKHQ�WKH�DERYH�PHQWLRQHG�DSSURDFK�LV�TXHVWLRQDEOH���7KH�GUDIW�ODZ�SURYLGHV�IRU�UHODWLYH�SURKLELWLRQV�LQ�$UWLFOH����7KHVH�DUUDQJHPHQWV�PXVW�EH�XQGHUWDNHQ�ZLWK�UHVSHFW�WR�D�UHOHYDQW�PDUNHW�DV�SHU�$UWLFOH����DQG�PXVW�KDYH�DV�WKHLU�REMHFW�WKH�UHVWULFWLRQ�RI FRPSHWLWLRQ�RU�WKH�MHRSDUGL]LQJ�RI�WKH�LQWHUHVW�RI�FRQVXPHUV�7KH�ODZ�WKHQ�GHGLFDWHV���$UWLFOHV��VHWWLQJ�RXW�WKH�SDUDPHWHUV�RI�GRPLQDQFH�DQG�GHILQLQJ�WKH�UHOHYDQW�PDUNHW��,Q�VR�GRLQJ��WKH�ODZ�SURYLGHV�GHILQLWLRQV�WKDW�DUH�QRW�GLVVLPLODU�WR�WKRVH�IRXQG�LQ�DGYDQFHG�PDUNHW�HFRQRPLHV��7KH�FKDOOHQJH�KHUH�LV�ZKHWKHU�WKH�QHZO\�HVWDEOLVKHG�UHJXODWRU�ZRXOG�EH�FDSDEOH�RI�LPSOHPHQWLQJ�VXFK�UXOHV�0HUJHUV7KH�GUDIW�ODZ�GHGLFDWHV�D�FKDSWHU�WR�WKLV�LVVXH��7KH�UXOHV�DSSO\�ZLWK�UHVSHFW�WR�PHUJHUV�DQG�DFTXLVLWLRQV�WKDW�DUH PDGH�E\�HQWLWLHV�KDYLQJ�D�FDSLWDO�RU�WXUQRYHU�RI����PLOOLRQ�(J\SWLDQ�SRXQGV��$UWLFOH����VWLSXODWHV�WKDW�PHUJHUV�DUH�SURKLELWHG�LI�WKH\�ZLOO�KDYH�DQWLFRPSHWLWLYH�HIIHFWV��7KHVH�ZHUH�GHILQHG�DV��HQDEOLQJ�WKH�PHUJHG�HQWLW\�WR�XQLODWHUDOO\�VHW�WKH�SULFH�RI�WKH�JRRGV�RU�VHUYLFHV��DIIHFWLQJ�WKH�HQWU\�RU�H[LW�WR�RU�IURP�WKH�PDUNHW��DQG�IDFLOLWDWLQJ�WKH�XQGHUWDNLQJ�RI�SURKLELWHG�DFWLYLWLHV�DV�VHW�RXW�LQ�WKH�ODZ��7KH����PLOOLRQ�SRXQGV�ILJXUH�QHHGV�WR�EH�UHFRQVLGHUHG�ZLWK�D�YLHZ�WR�DVFHUWDLQLQJ�LWV�DSSURSULDWHQHVV��
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$Q�LQWHUHVWLQJ�SRLQW�KHUH�LV�WKDW�$UWLFOH����VWLSXODWHV�WKDW�WKH�FRPSOHWLRQ�RI�WKH�PHUJHU�SURFHGXUHV�FDQQRW�WDNH�SODFH�ZLWKRXW�ZULWWHQ�DSSURYDO�IURP�WKH�FRPSHWLWLRQ�FRPPLVVLRQ��0HUJHU�DQG�DFTXLVLWLRQ�SURFHGXUHV�ZLOO�EH�QXOO�DQG�YRLG�ZLWKRXW�VXFK�DSSURYDO�6DQFWLRQV7KH�GUDIW�ODZ�VWLSXODWHV�WKDW�VDQFWLRQV�DSSO\�ZLWK�UHVSHFW�WR�DOO�SURKLELWHG�DFWLYLWLHV�WKDW�KDYH�DQ�HIIHFW�RQ�(J\SW��HYHQ�LI�FRPPLWWHG�DEURDG��$SSO\LQJ�WKH�³HIIHFWV�GRFWULQH´�LQ�(J\SW�FRXOG�FRPSOLFDWH�WKH�WDVN�RI�WKH�UHJXODWRU\�ERG\�RU�WKH�FRXUWV�7KH�VDQFWLRQV�DUH�LPSULVRQPHQW�DQG�ILQHV��QRW�OHVV�WKDQ����WKRXVDQG�SRXQGV�DQG�QRW�H[FHHGLQJ�����WKRXVDQG�SRXQGV��SOXV�FRPSHQVDWLRQ�QRW�H[FHHGLQJ�����RI�WKH�ZURQJGRHU¶V�FRPPHUFLDO�DFWLYLWLHV�LQ�WKH�SUHFHGLQJ�ILQDQFLDO�\HDU��1RQ�DGKHUHQFH�WR�WKH�RUGHUV RI�WKH�FRPSHWLWLRQ�FRPPLVVLRQ�ZRXOG�UHVXOW�LQ�VDQFWLRQV��ERWK�LQ�WKH�IRUP�RI�LPSULVRQPHQW�DQG�ILQHV�$�SRLQW�ZRUWK�QRWLQJ�KHUH�LV�WKDW�$UWLFOH����JUDQWV�WKH�FRPPLVVLRQ�WKH�SRZHU�WR�VHWWOH�ZLWK�WKH�ZURQJGRHU��6HWWOHPHQW�ZRXOG�EH�FRQGXFWHG�LQ�D�IDVKLRQ�VLPLODU�WR�WKDW�RI�WKH�7D[�$XWKRULW\��7KXV��SD\PHQW�RI�VSHFLDO�ILQHV�PD\�EH�DFFHSWHG�E\�WKH�&RPPLVVLRQ�DQG�WKH�HIIHFW�RI�VXFK�D�VHWWOHPHQW�ZRXOG�EH�WR�DQQXO�DQ\�FRXUW�FDVH�RU�KDYH�WKH�FKDUJHV�GURSSHG��:KHWKHU�WKH�GUDIW�ODZ�KDV�EHQHILWHG�IURP�WKH�DGYDQWDJH�RI�VWDUWLQJ�ODWH�LV�GHEDWDEOH��2Q�WKH�RQH�KDQG��LW�FDQ�EH�VHHQ�DV�EHQHILWLQJ�IURP�D�ODWH�VWDUW��DV�LW�EHQHILWV�IURP�WKH�H[SHULHQFH�RI�RWKHU�FRXQWULHV�ZLWK�UHJDUG�WR�FRPSHWLWLRQ�ODZV�DQG�WKHLU�VXFFHVVLYH�DPHQGPHQWV��7KH�GUDIW�ODZ�GHDOV�ZLWK�VWUXFWXUH��PDUNHW�VKDUH��DQG�FRQGXFW�DQG�VSHFLILF�SUDFWLFHV�GHVLJQHG�IRU��RU�FRXOG�KDYH��WKH�HIIHFW�RI�UHGXFLQJ�FRPSHWLWLRQ��WKH�HPSKDVLV�EHLQJ�RQ�WKH�ODWWHU��7KXV��WKH�GUDIW�ODZ�IROORZV�UHFHQW�UHFRPPHQGDWLRQV�LQ�WKH�ILHOG��2Q�WKH�RWKHU�KDQG��WKH�GUDIW�ODZ�LV�QRW�FOHDU�RQ�WKH�LVVXH�RI�GLYHVWLWXUH�DQG�WKH�SULYDWLVDWLRQ�SURFHVV�DQG�LWV�H[HPSWLRQV�DUH�IDU�WRR�EURDG��$OVR��WKH�GUDIW�ODZ�H[HPSWV��VXEMHFW�WR�WKH�UHFRPPHQGDWLRQ�RI�WKH�FRPSHWLWLRQ�FRPPLVVLRQ�DQG�WKH�DSSURYDO�RI�WKH�FRQFHUQHG�PLQLVWHU��FRRSHUDWLRQ�DJUHHPHQWV�IRU�5	'�WKDW�FRXOG�FRQWULEXWH�WR�WKH�LPSURYHPHQW�RI�WKH�SURGXFWLRQ�DQG�GLVWULEXWLRQ�RI�SURGXFWV��'H�0LQLPLV�DJUHHPHQWV�FDQ�DOVR�EH�H[HPSWHG�IURP�WKLV�ODZ�)LQDOO\��SULFH�IL[LQJ�IRU�HVVHQWLDO�SURGXFWV�LV�DOORZHG�RQ�WKH�SDUW�RI�WKH�JRYHUQPHQW��DIWHU�FRQVXOWDWLRQ�ZLWK WKH�&RPSHWLWLRQ�&RPPLVVLRQ��:KLOH�ZH�GR�QRW�GLVDJUHH�ZLWK�WKH�LPSRUWDQFH�RI�H[HPSWLRQV�JUDQWHG�IRU�5	'�DFWLYLWLHV�XQGHU�FDUHIXO�VXSHUYLVLRQ�WR�SUHYHQW�WKHLU�XVH�DV�D�JXLVH�IRU�XQGHUWDNLQJ�FROOXVLYH�DFWLYLWLHV��LW�LV�GLIILFXOW�WR�JUDVS�WKH�MXVWLILFDWLRQ�IRU�H[HPSWLQJ�'H�0LQLPLV�DJUHHPHQWV��ZKLFK�PD\�EH�UHSHDWHG�DQG�DFFXPXODWHG�WR�IRUP�D�VHULRXV�FDVH�RI�DQWLFRPSHWLWLYH�SUDFWLFH��)XUWKHU��RQH�VKRXOG�WLH�JRYHUQPHQW�DFWLRQ�WR�IL[LQJ�WKH�SULFHV�RI�HVVHQWLDO�JRRGV�ZLWK�H[FHSWLRQDO�FDVHV��VXFK�DV�ZDUV��QDWXUDO�GLVDVWHUV���HWF���
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7KH�&RPSHWLWLRQ�&RPPLVVLRQ7KH�HVWDEOLVKPHQW�RI�DQ�LPSDUWLDO�DQG�LQGHSHQGHQW�&RPSHWLWLRQ�&RPPLVVLRQ�KDV�EHHQ�YLHZHG�DV�WKH�EHVW�ZDWFKGRJ�RI�IDLU�FRPSHWLWLRQ���� 7KH�PDLQ�IHDWXUHV�RI�DQ�HIIHFWLYH�&RPSHWLWLRQ�&RPPLVVLRQ�KDYH�EHHQ�LGHQWLILHG��DV���LQGHSHQGHQW��LQVXODWHG�IURP�SROLWLFDO�LQWHUIHUHQFH����WUDQVSDUHQW����VXEMHFW�WR�FKHFNV�DQG�EDODQFHV��������7KH�GUDIW�ODZ��� KDV�D�SURYLVLRQ�IRU�WKH�HVWDEOLVKPHQW�RI��D�&RPSHWLWLRQ�&RPPLVVLRQ�DQG�GHVFULEHV�LWV�VWUXFWXUH��VWDII�UHTXLUHPHQWV�DQG�DXWKRULW\��,W�DOVR�RXWOLQHV�WKH�ULJKWV�DQG�SURFHHGLQJV�RI�WKH�&RPSHWLWLRQ�&RPPLVVLRQ�LQ�DSSO\LQJ�WKH�ODZ��LQFOXGLQJ�SHQDOWLHV�DQG�OHJDO�VDQFWLRQV��+RZHYHU��WKH�UROH�RI�WKH�&RPSHWLWLRQ�&RPPLVVLRQ�DSSHDUV�LQ�WKH�GUDIW�DV�UHDFWLYH�UDWKHU�WKDQ�SURDFWLYH�,W�FRXOG�EH�WKH�FDVH�WKDW�LQ�WKH�HDUO\�\HDUV�RI�LWV�SUDFWLFH��WKH�&RPPLVVLRQ�PLJKW�LQGXOJH�LQ�WKH�LPSOHPHQWDWLRQ�RI�D�SROLF\�WRZDUGV�FRPSHWLWLRQ�UDWKHU�WKDQ�FRPSHWLWLRQ�SROLF\��,Q�RWKHU�ZRUGV��WKHUH�PD\�QRW�EH�DQWL�FRPSHWLWLYH�SUDFWLFH�EXW�WKH�&RPPLVVLRQ�ZRXOG�KDYH�D�SURDFWLYH�UROH�LQ�VWUHQJWKHQLQJ�WKH�RSHQLQJ�XS�RI�WKH�PDUNHW��+RZHYHU��WKH�GDQJHU�RI�WKLV�DSSURDFK�LV�WKDW�WKH�&RPPLVVLRQ�PD\�VWUHWFK�LWV�PDQGDWH�EH\RQG�LWV�FDSDFLW\��7KH�H[SHULHQFH�RI�RWKHU�FRXQWULHV��� VXJJHVWV�WKDW�D�PRUH�IRFXVHG�RULHQWDWLRQ�PD\�EH�PRUH�DSSURSULDWH��IRU�WKH�VDNH�RI�OHJDO�FRQYLFWLRQ�DQG�WUDQVSDUHQF\�
9,,��&RQFOXGLQJ�UHPDUNV:H�KDYH�DUJXHG�LQ�WKLV�SDSHU�WKDW�FRPSHWLWLRQ�SROLF\��HIIHFWLYHO\�GHVLJQHG�DQG�HQIRUFHG��LV�DQ�LQWHJUDO�SDUW�RI�UHIRUP�SROLF\�DQG�FDQQRW�EH�VXEVWLWXWHG�IRU�RWKHU�SROLFLHV��VXFK�DV�WUDGH�SROLF\��WKDW�VHUYHV�RWKHU�REMHFWLYHV��+RZHYHU��ZH�PXVW�HPSKDVL]H�WKDW�PXFK�PRUH�WKDQ�XQIHWWHUHG�FRPSHWLWLRQ��XVLQJ�6WLJOLW]¶V��������ZRUGV��LV�UHTXLUHG�WR�HQVXUH�WKDW�WKH�PDUNHW�LQ�(J\SW�IXQFWLRQV�HIIHFWLYHO\��7KH�YLDELOLW\�RI�FRPSHWLWLRQ�UHTXLUHV�RWKHU�PHDVXUHV��VXFK�DV�WKH�DZDUHQHVV�RI�WKH�SXEOLF��GLVFORVXUH�RI�LQIRUPDWLRQ��HQIRUFHDELOLW\�RI�FRQWUDFWV��LPSOHPHQWDWLRQ�RI�EDQNUXSWF\�ODZV��DQG�HTXDOO\��LI�QRW�PRUH�LPSRUWDQWO\��WKH�FRPPLWPHQW�RI�WKH�JRYHUQPHQW�LWVHOI�DQG�LWV�DJHQWV�WR�FRPSHWLWLRQ�DQG�D�UHIXVDO�WR�HUHFW�DUWLILFLDO�EDUULHUV�,W�PXVW�EH�PHQWLRQHG�WKDW�FRPSHWLWLRQ�SROLF\�PD\�KDYH�DGYHUVH�HIIHFWV��,Q�VRPH�FDVHV�FRPSHWLWLRQ�SROLF\�FDQ�EH�XVHG�WR�KLQGHU�FRPSHWLWLRQ�E\�ORZHULQJ�SULFHV�RI�RQH�HIILFLHQW�ILUP���YLHZHG�E\�D�ULYDO�DV�SUHGDWRU\�LQ�LWV�SULFLQJ�VWUDWHJ\�DQG�ZRXOG�WKHQ�SUHVV�FKDUJHV�DJDLQVW�LW��
��� .KHPDQL���������S������� ,ELG���S�������� 7KH�GUDIW�ODZ�SURYLGHG�E\�WKH�$OH[DQGULD�%XVLQHVV�$VVRFLDWLRQ��������SXWV�PRUH�HPSKDVLV�RQ�WKH�VWUXFWXUH�DQG�UROH�RI�WKH�&RPSHWLWLRQ�&RPPLVVLRQ�DQG�WKH�DXWKRULW\�RI�LWV�FKDLUPDQ�WKDQ�WKH�GUDIW�ODZ�GLVFXVVHG�LQ�WKLV�SDSHU����� 6HH��IRU�H[DPSOH��1HYHQ�DQG�8QJHP�6WHUQEHUJ���������SS��������
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&RPSHWLWLRQ�SROLF\�PD\�DOVR�OLPLW�FRRSHUDWLYH�HIIRUWV�LQ�WKH�ILHOG�RI�5	'��DQG�LI�H[HPSWHG�E\�ODZ��5	'�FRXOG�EH�XVHG�DV�D�IDoDGH�IRU�DQWLFRPSHWLWLYH�SUDFWLFHV���� &RPSHWLWLRQ�SROLF\�PD\�SXW�(J\SWLDQ�ILUPV�DW�D�GLVDGYDQWDJH�ZKHQ�GHDOLQJ�ZLWK�IRUHLJQ�ILUPV�EDVHG�LQ�FRXQWULHV�ZLWK�D�UHODWLYHO\�OHQLHQW�FRPSHWLWLRQ�SROLF\��0RUHRYHU��WKH�HQIRUFHPHQW�RI�FRPSHWLWLRQ�ODZ�LV�D�FRVWO\�H[HUFLVH��7KLV�OHDGV�XV�WR�D�FUXFLDO�TXHVWLRQ��LV�WKH�(J\SWLDQ�OHJDO�V\VWHP�UHDG\�DQG�HTXLSSHG�IRU�GHDOLQJ�ZLWK�DQG�HQIRUFLQJ�D�VRSKLVWLFDWHG�ODZ�VXFK�DV�WKH�FRPSHWLWLRQ�ODZ"�:KDW�WKLV�SDSHU�KDV�VKRZQ�LV�WKDW�UHFHQW�QDWLRQDO�DQG�LQWHUQDWLRQDO�GHYHORSPHQWV�DUH�VXSSRUWLQJ�WKH�FDVH�IRU�LQWURGXFLQJ�D�FRPSHWLWLRQ�ODZ�LQ�(J\SW�DV D�QHFHVVDU\��EXW�QRW�VXIILFLHQW�VWHS�IRU�DQ�(J\SWLDQ�FRPSHWLWLRQ�SROLF\��$W�WKH�QDWLRQDO�OHYHO��ZKHQ�WKH�VWDWH�KDG�WKH�ULJKW�WR�XVH�GLUHFW�SULFH�FRQWUROV�DQG�DOORFDWH�UHVRXUFHV�WKURXJK�DGPLQLVWUDWLYH�LQWHUYHQWLRQ��LW�PDQDJHG�WR�UHVWUDLQ�PRQRSRO\�SRZHU�ZKHQ�QHFHVVDU\��DQG�KHQFH�FRPSHWLWLRQ�SROLF\�ZDV�QRW�UHTXLUHG��7RGD\��ZLWK�WKH�JURZLQJ�UROH�RI�WKH�SULYDWH�VHFWRU��WKHUH�DUH�DOOHJDWLRQV�RI�DQWL�FRPSHWLWLYH�SUDFWLFHV��ZKLFK�DUH�ZRUWK\�RI�LQYHVWLJDWLRQ��7KHUH�DUH�DOVR�DFWXDO�FDVHV�DQG�SURSRVDOV�RI�PHUJHUV�DQG DFTXLVLWLRQV��ZKLFK�UHTXLUH�DQDO\VLV�RI�WKHLU�LPSDFW�RQ�WKH�PDUNHW�VWUXFWXUH�DQG�IDLU�FRPSHWLWLRQ��WR�VHH�ZKHWKHU�WKH\�VKRXOG�EH�DSSURYHG�RU�RSSRVHG�$W�WKH�LQWHUQDWLRQDO�OHYHO��WKH�DGYDQFHG�FRXQWULHV�KDYH�EHHQ�UHTXLULQJ�WKH�IRUPDO�LQFOXVLRQ�RI�FRPSHWLWLRQ�SROLF\�LQ�:72�DJUHHPHQWV��FODLPLQJ�WKH�EHQHILWV�RI�µIDLU�SOD\¶�DQG�µOHYHO�SOD\LQJ�ILHOGV¶��+RZHYHU��WKHUH�DUH�PDQ\�UHDVRQV�IRU�GHYHORSLQJ�FRXQWULHV�WR�UHMHFW�WKLV�SURSRVDO��H�J��XQIDPLOLDULW\�ZLWK�WKH�GHWDLOV�RI�VXFK�D�KLJKO\�WHFKQLFDO�LVVXH�DV�FRPSHWLWLRQ�SROLF\��FRQFHUQ�ZLWK�WKH�DSSOLFDWLRQ�RI�FURVV�VDQFWLRQV���� DQG�WKH�YLHZ�WKDW�WKHUH�LV�QR�QHHG�WR�DGG�QHZ�DJUHHPHQWV�EHIRUH�DVVHVVLQJ�WKH�LPSDFW�RI�WKH�µROG¶�RQHV�WKDW�ZHUH�HVWDEOLVKHG�E\�WKH�:72���'HDOLQJ�ZLWK�PXOWLQDWLRQDO�FRPSDQLHV�LV�DQRWKHU�FRQFHUQ�WKDW�SXVKHV�GHYHORSLQJ�FRXQWULHV�WR�SXUVXH�FRPSHWLWLRQ�SROLF\��IRU�WZR�UHDVRQV��ILUVW��LW�KDV�EHHQ�FRQVLGHUHG�DV�D�SUHUHTXLVLWH�RI�HQWU\�LQWR�WKH�GHYHORSLQJ�KRVW�FRXQWULHV�E\�VRPH�PXOWLQDWLRQDOV��VHFRQG��LW�LV�UHTXLUHG�E\�WKH�GHYHORSLQJ�FRXQWULHV�WR�FRXQWHU�WKH�QDWLRQDO�LPSDFW�RI�LQWHUQDWLRQDO�PHUJHUV�DQG�DFTXLVLWLRQV�XQGHUWDNHQ�E\�PXOWLQDWLRQDOV�0RUHRYHU��WKHUH�LV�YHU\�VHULRXV�FRQFHUQ�DERXW�WKH�RSHUDWLRQ�DQG�EHKDYLRXU�RI�LQWHUQDWLRQDO�FDUWHOV��,QFUHDVLQJ�OLEHUDOLVDWLRQ�RI�WUDGH�KDV�LQFUHDVHG�WKH�LQFHQWLYH IRU�ILUPV�WR�SDUWLFLSDWH�LQ�SULYDWH�FDUWHOV��ZKLFK�DUH�ORRPLQJ�DV�D�PDMRU�HQIRUFHPHQW�DQG�UHJXODWRU\�FRQFHUQ�IRU�
�����6WLJOLW]��RS��FLW���SS�����������
��� 7KLV� LPSOLHV� WKDW� D� YLRODWLRQ� LQ� RQH� DUHD�PD\� EH� SHQDOLVHG� LQ� DQRWKHU� E\� FRPSODLQLQJ� FRXQWULHV�� LI� WKH�FRPSODLQW�LV�KHOG�WR�EH�MXVWLILHG���6HH�6LQJK��6LQJ�DQG�:HLVVH���������S�����
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FRPSHWLWLRQ�DJHQFLHV��,QWHUQDWLRQDO�FDUWHOV�DUH�HQJDJHG�LQ�SULFH�IL[LQJ��GLYLVLRQ�RI�WKH�PDUNHW�DW�WKH�LQWHUQDWLRQDO�OHYHO��HVWDEOLVKLQJ�SULFH FHLOLQJV��RU�IORRUV�IRU�QHZ�HQWUDQWV��DQG�FUHDWLQJ�PHFKDQLVPV�IRU�LQFXPEHQW�ILUPV�WR�SUHYHQW�PDUNHW�HQWU\��7KH\�DUH�FRQVLGHUHG�WKH�PRVW�VWDUN�FKDOOHQJH�WR�QDWLRQDO�FRPSHWLWLRQ�DJHQFLHV��$V�WKH�DJUHHPHQW�DPRQJ�WKH�PHPEHUV�RI�VXFK�FDUWHOV�LV�DQ�LQWHUQDWLRQDO�RQH��WKHUH�LV�QR�VLQJOH�QDWLRQDO�DJHQF\�FDSDEOH�RI�GHDOLQJ�ZLWK�WKHP��QHFHVVLWDWLQJ�LQWHUQDWLRQDO�FR�RSHUDWLRQ�LQ�WKLV�ILHOG����,QGHHG��(J\SW�DV�D�GHYHORSLQJ�FRXQWU\��LV�LQ�QHHG�RI�D�FRPSHWLWLRQ�SROLF\��%XW�WKH�FKDOOHQJLQJ�TXHVWLRQ�LV�ZKDW�NLQG�RI�FRPSHWLWLRQ�SROLF\"
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%LEOLRJUDSK\$OH[DQGULD�%XVLQHVV�$VVRFLDWLRQ���������
$�9LHZ�RQ�WKH�/HJDO�%DVLV�RI�$QWLWUXVW�DQG�3URWHFWLRQ�RI�&RPSHWLWLRQ
��LQ�$UDELF��PLPHR�%DXPRO��:��-����������
&RQWHVWDEOH�0DUNHWV��$Q�8SULVLQJ�LQ�WKH�7KHRU\�RI�,QGXVWU\�6WUXFWXUH
��7KH $PHULFDQ�(FRQRPLF�5HYLHZ������SS�������%KDJZDWL��-����������
2Q�WKH�(TXLYDOHQFH�RI�7DULIIV�DQG�4XRWDV
�LQ�7UDGH��*URZWK�DQG�%DODQFH�RI�3D\PHQWV��(GLWHG�E\�5��%DOGZLQ��&KLFDJR��5DQG�0F1DOO\�%RQHU��5��DQG�7��.UHXJHU���������7KH�%DVLFV�RI�$QWLWUXVW�3ROLF\� :DVKLQJWRQ��7KH�:RUOG�%DQN�%RV��3����������(J\SW��WKH�(XURSHDQ�8QLRQ�DQG�&RPSHWLWLRQ�3ROLF\��&DLUR��81&7$'�:RUNVKRS��&RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV����������SURSRVDO�IRU�D�GHFLVLRQ�RI�WKH�FRXQFLO�DQG�WKH�FRPPLVVLRQ�RQ�WKH�FRQFOXVLRQ�RI�D�(XUR�0HGLWHUUDQHDQ�$JUHHPHQW�HVWDEOLVKLQJ�DQ�DVVRFLDWLRQ�EHWZHHQ�WKH�(XURSHDQ�FRPPXQLWLHV�DQG�WKHLU�0HPEHU�6WDWHV��RI�WKH�RQH�SDUW��DQG�WKH�5HSXEOLF�RI�7XQLVLD��RI�WKH�RWKHU�SDUW�&RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV����������SURSRVDO�IRU�D�GHFLVLRQ�RQ�WKH�FRQFOXVLRQ�RI�D�(XUR�0HGLWHUUDQHDQ�$JUHHPHQW�HVWDEOLVKLQJ�DQ�DVVRFLDWLRQ�EHWZHHQ�WKH�(XURSHDQ�FRPPXQLWLHV�DQG�WKHLU�0HPEHU�6WDWHV��RI�WKH�RQH�SDUW��DQG�WKH�.LQJGRP�RI�0RURFFR��RI�WKH�RWKHU�SDUW�'DYLGRZ��-����������
7KH�5HOHYDQFH�RI�$QWLPRQRSRO\�3ROLF\�IRU�'HYHORSLQJ�&RXQWULHV
��7KH�$QWLWUXVW�%XOOHWLQ� 6SULQJ��SS����������'HVVRXNL��%��$OL�(O�'HDQ���������3ULYDWLVDWLRQ�DQG�WKH�&UHDWLRQ�RI�D�0DUNHW�%DVHG�/HJDO�6\VWHP�LQ�(PHUJLQJ�(FRQRPLHV��$�FDVH�VWXG\�RI�(J\SW��3K�'�WKHVLV�VXEPLWWHG�WR�.LQJ¶V�&ROOHJH��8QLYHUVLW\�RI�/RQGRQ�(DWZHOO��/���0��0LOJDWH�DQG�3��1HZPDQ���������7KH�1HZ�3DOJUDYH��/RQGRQ��7KH�0DFPLOODQ�3UHVV�/LPLWHG�(O�$JUDD��$����������7KH�(FRQRPLFV�RI�WKH�(XURSHDQ�&RPPXQLW\��1HZ�<RUN��+DUYHVWHU�:KHDWVKHDI�)LVKZLFN��)����������0DNLQJ�6HQVH�RI�&RPSHWLWLRQ 3ROLF\��&UDQILHOG�8QLYHUVLW\�6FKRRO�RI�0DQDJHPHQW��/RQGRQ�)UD]HU��7��DQG�0��:DWHUVRQ���������&RPSHWLWLRQ�/DZ�DQG�3ROLF\��1HZ�<RUN��+DUYHVWHU�:KHDWVKHDI�*RGHN��3����������$�&KLFDJR�6FKRRO�$SSURDFK�WR�$QWLWUXVW�IRU�'HYHORSLQJ�(FRQRPLHV��7KH�$QWLWUXVW�%XOOHWLQ��������
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*UD\��&��DQG�'DYLV�$�����������&RPSHWLWLRQ�3ROLF\�LQ�'HYHORSLQJ�&RXQWULHV�3XUVXLQJ�6WUXFWXUDO�$GMXVWPHQW��7KH�$QWLWUXVW�%XOOHWLQ��6XPPHU������+D\��'����������
7KH�$VVHVVPHQW��&RPSHWLWLRQ�3ROLF\
��2[IRUG�5HYLHZ�RI�(FRQRPLF�3ROLF\��YRO�����QR�����SS������+RHNPDQ��%��DQG�0��.RVWHFNL���������7KH�3ROLWLFDO�(FRQRP\�RI�WKH�:RUOG�7UDGLQJ�6\VWHP��2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�+RHNPDQ��%��DQG�6��'MDQNRY����������$Q�(J\SW�(8�)UHH�7UDGH�$JUHHPHQW��,VVXHV�DQG�3ROLF\�2SWLRQV��PLPHR�,0)���������
$UDE�5HSXEOLF�RI�(J\SW�5HFHQW�(FRQRPLF�'HYHORSPHQWV
��:DVKLQJWRQ�,0)���������
$UDE�5HSXEOLF�RI�(J\SW�5HFHQW�(FRQRPLF�'HYHORSPHQWV
��:DVKLQJWRQ�,QDPD��6����������
7KH�(XURSHDQ�8QLRQ�(J\SW�&RRSHUDWLRQ�$JUHHPHQW�DQG�WKH�,PSOLFDWLRQV�RI�WKH�1HZ�(XURSHDQ�8QLRQ�0HGLWHUUDQHDQ�3ROLF\�IRU�(J\SW
��&DLUR��81&7$'�:RUNVKRS��.KHPDQL��6����������
&RPSHWLWLRQ�/DZ
��9LHZ�3RLQW��:DVKLQJWRQ��7KH�:RUOG�%DQN�.KHPDQL��6����������
&RPSHWLWLRQ�/DZ�DQG�3ROLF\
��PLPHR�.KHPDQL��5��DQG�0��'XW]���������
7KH�,QVWUXPHQWV�RI�&RPSHWLWLRQ�3ROLF\�DQG�7KHLU�5HOHYDQFH�IRU�(FRQRPLF�'HYHORSPHQW
��PLPHR�.RYDFLF��:����������*HWWLQJ�6WDUWHG��&UHDWLQJ�1HZ�&RPSHWLWLRQ�3ROLF\�,QVWLWXWLRQV�LQ�7UDQVLWLRQ�(FRQRPLHV��%URRNO\Q�-RXUQDO�RI�,QWHUQDWLRQDO�/DZ�.�KQ��.��3��6HDEULJKW�DQG�$��6PLWK���������
&RPSHWLWLRQ�3ROLF\�5HVHDUFK��:KHUH�'R�ZH�6WDQG"
��/RQGRQ��&(35�2FFDVLRQDO�3DSHU�1R����/HYHQVWHLQ��0��DQG�9��6XVOR���������µ3ULYDWH�,QWHUQDWLRQDO�&DUWHOV�DQG�WKHLU�(IIHFW�RQ�'HYHORSLQJ�&RXQWULHV¶��PLPHR�/OR\G��3��DQG�6DPSVRQ��*����������&RPSHWLWLRQ�DQG�7UDGH�3ROLF\��,GHQWLI\LQJ�WKH�,VVXH�$IWHU�WKH�8UXJXD\�5RXQG��:RUOG�(FRQRP\��SS����������0DUWLQ��6����������$GYDQFHG�,QGXVWULDO�(FRQRPLFV��2[IRUG��%ODFNZHOO�0F*RZDQ��)����������
(&�&RPSHWLWLRQ�3ROLF\
��LQ�7KH�(FRQRPLFV�RI�WKH�(XURSHDQ�&RPPXQLW\� HGLWHG�E\�$��(O�$JUDD��1HZ�<RUN��+DUYHVWHU�:KHDWVKHDI��0F1XOW\��3�����������(FRQRPLF�7KHRU\�DQG�WKH�0HDQLQJ�RI�&RPSHWLWLRQ��LQ�&RPSHWLWLRQ�/DZ�DQG�3ROLF\��HGLWHG�E\�)UDQ]HU��7��DQG�0��:DWHUVRQ��&DPEULGJH��+DUYHVWHU�0RKLHOGLQ��0����������³&DXVHV��0HDVXUHV�DQG�,PSDFW�RI�6WDWH�,QWHUYHQWLRQ�LQ�WKH�)LQDQFLDO�6HFWRU��WKH�&DVH�RI�(J\SW��������´��SDSHU�SUHVHQWHG�DW�WKH�FRQIHUHQFH�RI�(FRQRPLF�5HVHDUFK�)RUXP�RI�WKH�$UDE�&RXQWULHV��,UDQ�DQG�7XUNH\��RQ��WKH�&KDQJLQJ�5ROH�RI�WKH�6WDWH���5DEDW�������-DQXDU\���������
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0RKLHOGLQ��0��������� ³2Q�&RPSHWLWLRQ�3ROLF\��$Q�(J\SWLDQ�3HUVSHFWLYH´��/¶(J\SWH�&RQWHPSRUDLQH��-DQYLHU�$YULO��1RV����������/;;;;9,,�LqPH�$QHH��SS�������0RQWDJQRQ��3���(G������������(XURSHDQ�&RPSHWLWLRQ�3ROLF\��/RQGRQ��7KH�5R\DO�,QVWLWXWH�IRU�,QWHUQDWLRQDO�$IIDLUV1HPLW]��3����������
6WDWH�$LG�&RQWURO�DQG�&RPSHWLWLRQ�3ROLF\�RI�WKH�(XURSHDQ�8QLRQ
��SDSHU�SUHVHQWHG�DW�D�FRQIHUHQFH�RUJDQLVHG�E\�WKH�)DFXOW\�RI�(FRQRPLFV��&DLUR�8QLYHUVLW\�DQG�)ULHGULFK�(EHUW�6WLIWXQJ�RQ��7KH�3DUWQHUVKLS�$JUHHPHQW�EHWZHHQ�(J\SW�DQG�WKH�(8��$OH[DQGULD��0D\������2ZHQ��%���������&RPSHWLWLRQ�3ROLFLHV�IRU�DQ�,QWHJUDWHG�:RUOG�(FRQRP\��%RRN�5HYLHZ��-RXUQDO�RI�(FRQRPLF�/LWHUDWXUH��YRO�;;;,,,��SS���������5RXDP��&����������&RPSHWLWLRQ�LQ�D�6XSUD�QDWLRQDO�6HWWLQJ��LQ�7KH�5ROH�RI�&RPSHWLWLRQ�LQ�(FRQRPLF�7UDQVLWLRQ��HGLWHG�E\�&��6DXQGHUV��1HZ�<RUN��6W��0DUWLQ
V�3UHVV�6DXQGHUV��&����������7KH�5ROH�RI�&RPSHWLWLRQ�LQ�(FRQRPLF�7UDQVLWLRQ��1HZ�<RUN��6W��0DUWLQ
V�3UHVV�6LQJK��$���$��6LQJ�DQG�%��:HLVVH���������&RUSRUDWH�*RYHUQDQFH��&RPSHWLWLRQ��WKH�1HZ�,QWHUQDWLRQDO�)LQDQFLDO�$UFKLWHFWXUH�DQG�/DUJH�&RUSRUDWLRQV�LQ�(PHUJLQJ�0DUNHWV��81&7$'��:RUNVKRS�RQ�0DQDJHPHQW�RI�&DSLWDO�)ORZV�6WLJOLW]��-����������:KLWKHU�6RFLDOLVP"��&DPEULGJH��0,7�81&7$'��7KH�5ROH�RI�&RPSHWLWLRQ�3ROLF\�LQ�(FRQRPLF�5HIRUPV�LQ�'HYHORSLQJ�&RXQWULHV�81�'RF��7'�%�5%3����5HY���9DUDG\��7����������7KH�(PHUJHQFH�RI�&RPSHWLWLRQ�/DZ�LQ��IRUPHU��6RFLDOLVW�&RXQWULHV��7KH�$PHULFDQ�-RXUQDO�RI�&RPSDUDWLYH�/DZ�9LVFXVL��:���-��9HUQRQ�DQG�-��+DUULQJWRQ��-U����������(FRQRPLFV�RI�5HJXODWLRQ�DQG�$QWLWUXVW��&DPEULGJH��7KH�0,7�3UHVV�:DYHUPDQ��/���&RPDQRU��:��DQG�*RWR��.���HGV���������&RPSHWLWLRQ�3ROLF\�LQ�WKH�*OREDO�(FRQRP\��0RGDOLWLHV�IRU�&RRSHUDWLRQ��/RQGRQ��5RXWOHGJH:LOOLDPVRQ��-����������
&RPPHQWV�RQ�&RPSHWLWLRQ��7KHRU\�DQG�3UDFWLFH
��LQ�7KH�5ROH�RI�&RPSHWLWLRQ�LQ�(FRQRPLF�7UDQVLWLRQ��HGLWHG�E\�&��6DXQGHUV��/RQGRQ��6W��0DUWLQV�3UHVV��
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