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6RXUFH���&DOFXODWHG�IURP�&$30$6�GDWD��)LQDQFLDO�DQG�(FRQRPLF�6WDWLVWLFV�RI�3XEOLF�&RPSDQLHV � YDULRXV�

þ 5HWXUQV�WR�FDSLWDO�DUH�PHDVXUHG�XVLQJ�WKUHH�LQGLFDWRUV������WKH�UDWLR�RI�QHW�RSHUDWLQJ�VXUSOXV�WR�FDSLWDO�HPSOR\HG��ZKLFK�PHDVXUHV��WKH�UHWXUQV�WR�DOO�FRQWULEXWRUV��WKH�JRYHUQPHQW�DV�HTXLW\�KROGHU��UHFLSLHQW�RI�WD[HV��DQG�FUHGLWRUV�������WKH�UDWLR�RI�SURILW�DIWHU�WD[HV�DQG�EHIRUH�RWKHU�WUDQVIHUV�WR�RU�IURP�JRYHUQPHQW�WR�QHW�ZRUWK��ZKLFK�UHIOHFWV�WKH�UHWXUQV�WR�WKH�JRYHUQPHQW��DV�LI�LW�ZHUH�D�SULYDWH�RZQHU��DQG�����WKH�UDWLR�RI�QHW�FXUUHQW�VXUSOXV�WR�UHYDOXHG�FDSLWDO�HPSOR\HG��ZKLFK�PHDVXUHV�WKH�UHWXUQV�WR�FDSLWDO�LI�LW�ZHUH�SXUFKDVHG�DW�PDUNHW�SULFHV�WRGD\���6HH�VWDWLVWLFDO�DSSHQGL[�IRU�PRUH�GHWDLOV��
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)LJXUH��D��5HDO�9DULDEOH�&RVW�SHU�8QLW��$QQXDO�$YHUDJH���6HOHFWHG�&RXQWULHV���������

Î�Î Î�Ð Î�Ò Î�Ô Î�Ö Ï�Î Ï�Ð
,QGLD����������

7XUNH\����������
6HQHJDO����������
*KDQD����������
(J\SW����������

3KLOLSSLQHV����������
5HSXEOLF�RI�.RUHD����������

&KLOH����������
0H[LFR����������

6RXUFH���$OO�FRXQWULHV�H[FHSW�(J\SW�DQG�,QGLD��%XUHDXFUDWV�LQ�%XVLQHVV���:RUOG�%DQN�������(J\SW��FDOFXODWHG�IURP�&$30$6�GDWD��)LQDQFLDO�DQG�(FRQRPLF�6WDWLVWLFV�RI�3XEOLF�6HFWRU�&RPSDQLHVV �GLIIHUHQW�LVVXHV��,QGLD��&OHPHQFLD�7RUUHV��+RZ�DQG�+RZ�0XFK�FDQ�3(V�LQ�,QGLD�&RQWULEXWH�WR�1DWLRQDO�6DYLQJV�������
)LJXUH��E��1HW 2SHUDWLQJ�6XUSOXV DV�D�3HUFHQWDJH�RI�6DOHV�5HYHQXHV��6HOHFWHG�&RXQWULHV���������
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3 KLOLSSLQHV ��ú�����ú�
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*KDQD��ú�����ú�

5HSXEOLF�R I�.R UHD��ú�����ú�
&KLOH��ú�����ú�

0 H[LFR ��ú�������
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6RXUFH���$OO�FRXQWULHV�H[FHSW�(J\SW�DQG�,QGLD��%XUHDXFUDWV�LQ�%XVLQHVV��������(J\SW��&DOFXODWHG�IURP�&$30$6�GDWD��)LQDQFLDO�DQG�(FRQRPLF�6WDWLVWLFV�RI�3XEOLF�6HFWRU�&RPSDQLHV ��,QGLD��&OHPHQFLD�7RUUHV��+RZ�DQG�+RZ�0XFK�FDQ�3(V�LQ�,QGLD�&RQWULEXWH�WR�1DWLRQDO�6DYLQJV �������

5RRWV�RI�WKH�*DS
7KH�URRWV�RI�WKH�PRGHVW�SHUIRUPDQFH�RI�3(V�LQ�JHQHUDO�DUH�UHODWLYHO\�ZHOO�NQRZQ��*RYHUQPHQWV�RIWHQ�HQJDJH�LQ�DFWLYLWLHV�XQVXLWHG�IRU�SXEOLF�RZQHUVKLS��0RUHRYHU��WKH\�GR�QRW�SURYLGH�3(�PDQDJHUV�ZLWK�WKH�SROLF\�DQG�LQVWLWXWLRQDO�HQYLURQPHQW�QHFHVVDU\�WR�HQVXUH�WKDW�WKH\�KDYH�VXIILFLHQW�LQFHQWLYHV�WR�EHKDYH�HIILFLHQWO\��,Q�(J\SW��WKH�JRYHUQPHQW�FOHDUO\�H[WHQGHG�LWV�GRPDLQ�LQ�WKH�SDVW�WR�DFWLYLWLHV�OHVV�VXLWHG�IRU�SXEOLF�RZQHUVKLS��7KH�VL]H�RI�WKH�3(�VHFWRU�LQ�(J\SW�LV�DERXW����SHUFHQW�RI�*'3��FRPSDUHG�ZLWK�WKH�ZRUOG�DYHUDJH�IRU�
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GHYHORSLQJ�FRXQWULHV�RI����SHUFHQW��:RUOG�%DQN���������7KH�3(V�LQ�(J\SW�RSHUDWH�QRW�RQO\�LQ�XWLOLWLHV�DQG�KHDY\�LQGXVWULHV��ZKHUH�PDUNHW�IDLOXUH�PD\�MXVWLI\�JRYHUQPHQW�LQWHUYHQWLRQ��EXW�DOVR�LQ�IRRG�SURFHVVLQJ�DFWLYLWLHV��UHWDLO�GLVWULEXWLRQ��UHDG\�PDGH�JDUPHQWV��HWF��7KHVH�DFWLYLWLHV�UHTXLUH�GHFHQWUDOL]HG�GHFLVLRQ�PDNLQJ�LQ�UHVSRQVH�WR�FKDQJHV�LQ�WDVWHV�DQG�PDUNHW�FRQGLWLRQV��ZKLFK�WKH�SULYDWH�VHFWRU�LV�PRUH�DEOH�WR�KDQGOH��0RUHRYHU��GHVSLWH�SURJUHVV�RQ�LPSURYLQJ�WKH�SROLF\�DQG�LQVWLWXWLRQDO�HQYLURQPHQW�IDFLQJ�3(�PDQDJHUV��HODERUDWHG�EHORZ���VRPH�GHILFLHQFLHV�UHPDLQ�7R�EH�VXUH��WKH�JRYHUQPHQW�KDV�DWWHPSWHG�WR�DGGUHVV�WKH�WZR�FDXVHV�RI�WKH�SUREOHP�RI�3(V�LQ�(J\SW��:LWK�UHVSHFW�WR�SULYDWL]DWLRQ��D�SURFHVV�ZDV�LQLWLDWHG�D�IHZ�\HDUV�DJR� DQG�KDV�SLFNHG�XS�PRUH�VWHDP�LQ�������1RW�RQO\�KDYH�WKH�SURFHHGV�IURP�VDOHV�LQFUHDVHG�LQ�WKH�ILUVW�QLQH�PRQWKV�RI�������EXW�WKH�QDWXUH�RI�SULYDWL]DWLRQ�KDV�FKDQJHG�LQ�IDYRU�RI�WKH�VDOH�RI�PDMRULW\�VWDNH��LQ�VRPH�FDVHV�WR�DQFKRU�LQYHVWRUV��6R�IDU��WKH�JRYHUQPHQW�KDV�VROG����FRPSDQLHV��RI�ZKLFK�WKH�SULYDWH�VHFWRU�DFTXLUHG�D�PDMRULW\�RI�WKH�VKDUHV�LQ�������DFTXLUHG�E\�DQFKRU�LQYHVWRUV�DQG�WKH�UHPDLQLQJ����VROG�RQ�WKH�VWRFN�PDUNHW���,Q�DGGLWLRQ��WKH�JRYHUQPHQW�KDV�VROG�D�PDMRULW\�RI�WKH�VKDUHV�LQ����FRPSDQLHV�WR�HPSOR\HHV��DORQJ�ZLWK�WKH�SDUWLDO�VDOH�RI����HQWHUSULVHV�RQ�WKH�VWRFN�PDUNHW��7KH�WRWDO�SURFHHGV�IURP�VDOHV�WR�GDWH�DUH�MXVW�EHORZ�����ELOOLRQ�ÿ
)LJXUH����3URFHHGV�IURP�3ULYDWL]DWLRQ�RI�/DZ�����&RPSDQLHV�LQ�(J\SW�������6HSW������
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ÿ 8QXWLOL]HG�DVVHWV�VROG�DGG�DQRWKHU���ELOOLRQ�SRXQGV�WR�WKH�VDOHV�SURFHHGV�
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$V�IRU�FRPPHUFLDOL]DWLRQ��WKH�JRYHUQPHQW�KDV�DOVR�PDGH�VXEVWDQWLDO�SURJUHVV��,W�HOLPLQDWHG�SULFH�FRQWUROV�RQ�WUDGDEOH�JRRGV��DQG�UHYLVHG�WKH�SULFHV�RI�QRQWUDGDEOH�JRRGV�WR�DSSUR[LPDWH�PDUNHW�YDOXHV��%XGJHW�WUDQVIHUV�WR�3(V�KDYH�EHHQ�UHGXFHG��DQG�WKH�EDQNLQJ�VHFWRU�LV�EHLQJ�HQFRXUDJHG�WR�OHQG�WR�3(V�RQ�FRPPHUFLDO�JURXQGV��&RPSHWLWLRQ�KDV�EHHQ�HQKDQFHG�E\�RSHQLQJ�XS�WKH�HFRQRP\�DQG�DOORZLQJ�WKH�SULYDWH�VHFWRU�WR�SDUWLFLSDWH�LQ�PDQ\�VHFWRUV�SUHYLRXVO\�UHVHUYHG�IRU�3(V��)LQDOO\�����KROGLQJ�FRPSDQLHV�ZHUH�IRUPHG�ZLWK�D�YLHZ�WR�JLYLQJ�PDQDJHUV�PRUH�DXWRQRP\�LQ�GHFLVLRQ�PDNLQJ�1RWZLWKVWDQGLQJ�WKH�SURJUHVV�RQ�SULYDWL]DWLRQ�DQG�FRPPHUFLDOL]DWLRQ��VXFFHVV�LQ�UHGXFLQJ�WKH�UHODWLYH�VL]H�RI�WKH�VHFWRU�WR�UHVWRUH�D�KHDOWK\�EDODQFH�EHWZHHQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV�LQ�WKH�HFRQRP\�UHPDLQV�WR�EH�VHHQ��2Q�WKH�FRPPHUFLDOL]DWLRQ�IURQW��VRPH�3(V�VWLOO�UHFHLYH�VXEVLGLHV��7KH�KDUG�EXGJHW�FRQVWUDLQW�ZDV LPSRVHG�E\�FXWWLQJ�LQYHVWPHQW��ZLWK�OLPLWHG�SURJUHVV�RQ�PHDVXUHV�WR�LPSURYH�VDYLQJV��%DQNV�KDYH�QRW�EHHQ�SUXGHQW�LQ�OHQGLQJ�WR�3(V��7KH�KROGLQJ�FRPSDQLHV�DUH�SURYLQJ�WR�EH�OHVV�WKDQ�NHHQ�RQ�SULYDWL]DWLRQ��DV�LW�GLPLQLVKHV�WKHLU�SRZHU��,Q�VKRUW��GHVSLWH�WKH�LPSURYHPHQW�LQ�WKH�3(�6�,�JDS�LQ�UHFHQW�\HDUV��WKH�VKDUS�FXW�LQ�LQYHVWPHQW�DQG�WKH�UHODWLYHO\�ORZ�UDWHV�RI�UHWXUQ�RQ�FDSLWDO�VXJJHVW�WKDW�WKHUH�LV�VRPH�URRP�IRU�VTXHH]LQJ�PRUH�VDYLQJV�IURP�UHIRUPLQJ�WKH�3(�VHFWRU�
,,,��3RWHQWLDO�*DLQV�LQ�6DYLQJV�IURP�5HIRUPV��$�6LPXODWLRQ
7KH�TXHVWLRQ�DGGUHVVHG�LQ�WKLV�VHFWLRQ�LV��$VVXPLQJ�WKDW�WKH�JRYHUQPHQW�XQGHUWDNHV�WKH�QHFHVVDU\�UHIRUPV�WR�LPSURYH�WKH�SHUIRUPDQFH�RI�WKH�3(�VHFWRU��KRZ�PXFK�DGGLWLRQDO�VDYLQJV�ZLOO�VXFK�UHIRUPV�EULQJ�DERXW",Q�DQVZHULQJ�WKLV�TXHVWLRQ� WKH�HPSKDVLV�LV�FHQWHUHG�RQ�WKH�DGGLWLRQ�WR�VDYLQJV�DV�D�UHVXOW�RI�SULYDWL]DWLRQ��UDWKHU�WKDQ�RQ�WKH�EXGJHWDU\�LPSDFW�RI�SULYDWL]DWLRQ��7KLV�PHDQV�WKDW�ZKDW�PDWWHUV�LV�ZKHWKHU�RU�QRW�SULYDWL]DWLRQ�DQG�FRPPHUFLDOL]DWLRQ�JHQHUDWH�DGGLWLRQDO�UHVRXUFHV�ZKLFK�FRXOG�EH�FRQVXPHG�RU�VDYHG�E\�WKH�SXEOLF�RU�WKH�SULYDWH�VHFWRU�� $V�DUJXHG�DW�WKH�RXWVHW��WKHVH�DGGLWLRQDO�VDYLQJV�FRXOG�FRPH�IURP�EHKDYLRUDO�FKDQJHV�DW�WKH�ILUP�OHYHO��VXFK�DV�LPSURYHG�SURGXFWLYLW\�DQG�LQFUHDVHG�LQYHVWPHQW��7KH�QH[W�VHFWLRQ�HODERUDWHV�WKH�PHWKRGRORJ\�IROORZHG�WR�HVWLPDWH�WKH�DGGLWLRQ�WR�VDYLQJV�
� :KHUH�WKH�EXGJHWDU\�LPSDFW�RI�SULYDWL]DWLRQ�LV�WKH�PDLQ�FRQFHUQ��LW�LV�LPSRUWDQW�WKDW�DOO�IORZV�WR�DQG�IURP�DQG�WR�WKH�WUHDVXU\�DUH�WDNHQ�LQWR�DFFRXQW��,Q�SDUWLFXODU��WZR�IORZV�RI�IXQGV�KDYH�WR�EH�FRPSDUHG������WKH�IORZ�RI�IXQGV�IURP�WKH�SULYDWH�VHFWRU�WR�WKH�JRYHUQPHQW��LQ�WKH�IRUP�RI�VDOH�SULFH�DQG�WD[HV IURP�SULYDWL]HG�ILUPV��PLQXV�WKH�FRVW�RI�SULYDWL]LQJ���DQG�����WKH�IORZ�RI�IXQGV�WKH�JRYHUQPHQW�JLYHV�XS�E\�SULYDWL]LQJ��LQFOXGLQJ�WKH�WD[HV�DQG�GLYLGHQGV�IURP�3(V�PLQXV�WKH�VXEVLGLHV�DQG�RWKHU�WUDQVIHUV�PDGH�WR�3(V��
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0HWKRGRORJ\
7KH�SRWHQWLDO�JDLQV�LQ�VDYLQJV�IURP�SULYDWL]DWLRQ�DQG�FRPPHUFLDOL]DWLRQ�RI�WKH�3(�VHFWRU�LQ�(J\SW�DUH�REWDLQHG�E\�VXEWUDFWLQJ�WKH�139�RI�SURILWV�EHIRUH�WD[HV�XQGHU�FRQWLQXHG�SXEOLF�RZQHUVKLS��RU�WKH�IDFWXDO�VFHQDULR��IURP�WKH�139�RI�SURILWV�EHIRUH�WD[HV�XQGHU�SULYDWL]DWLRQ�DQG�FRPPHUFLDOL]DWLRQ��RU�WKH�FRXQWHUIDFWXDO�VFHQDULR���3URILWV�EHIRUH�WD[HV�DUH�QHW�RI�GHSUHFLDWLRQ�DQG�H[FOXGH�RWKHU�WUDQVIHUV�WR�RU�IURP�WKH�JRYHUQPHQW��7R�WKLV�HQG��WKUHH�VFHQDULRV�DUH�ILUVW�FRQVWUXFWHG�x 7KH�1R�5HIRUP�6FHQDULR��LQ�ZKLFK�WKH�FXUUHQW�SHUIRUPDQFH�RI�WKH�VHFWRU�LV�SURMHFWHG�LQWR�WKH�IXWXUH�E\�H[WUDSRODWLQJ�WKH�VHFWRU¶V�UHYHQXHV��FRVWV�DQG�LQYHVWPHQW�DFFRUGLQJ�WR�WKHLU�KLVWRULFDO�WUHQGV��7KH�SURMHFWLRQV�DUH�PDGH�IRU�DOO�LWHPV�LQ�WKH�LQFRPH�VWDWHPHQW�DQG�EDODQFH�VKHHW��3URILWV�EHIRUH�WD[HV�DUH�WKHQ�GLVFRXQWHG�DW����SHUFHQW�WR�REWDLQ�WKH�139�XQGHU�WKH�1R�5HIRUP�VFHQDULR�x 7KH�3ULYDWL]DWLRQ�6FHQDULR��LQ�ZKLFK�WKH�SHUIRUPDQFH�RI�WKH�VHFWRU�LV�DOVR�SURMHFWHG�LQWR�WKH�IXWXUH��EXW�XQGHU�WKH�DVVXPSWLRQ�WKDW�SURGXFWLYLW\�ZLOO�LPSURYH�DQQXDOO\�E\�����SHUFHQW�DQG�LQYHVWPHQW�ZLOO�LQFUHDVH�DQQXDOO\�E\����SHUFHQW�UHODWLYH�WR�IL[HG�RSHUDWLQJ�DVVHWV���7KH�UDWLRQDOH�IRU�WKHVH�DVVXPSWLRQV�LV�GLVFXVVHG�EHORZ���7KH�VDPH�SURFHGXUH�ZLWK�UHVSHFW�WR�GLVFRXQWLQJ�LV�WKHQ�DSSOLHG�DV�LQ�WKH�1R�5HIRUP�VFHQDULR��7KH�UHVXOW�LV�DQRWKHU�139�RI�WKH�VHFWRU��UHSUHVHQWLQJ�RQH�H[WUHPH�FRXQWHUIDFWXDO�VFHQDULR������SHUFHQW�SULYDWL]DWLRQ��x 7KH�&RPPHUFLDOL]DWLRQ�6FHQDULR��LQ�ZKLFK�WKH�SHUIRUPDQFH�RI�WKH�VHFWRU�LV�SURMHFWHG�LQWR�WKH�IXWXUH��DVVXPLQJ�WKDW�FRPPHUFLDOL]DWLRQ�ZLOO�OHDG�WR�DQ�LPSURYHPHQW�LQ�SURGXFWLYLW\�RI���SHUFHQW�SHU�DQQXP��DFFRPSDQLHG�E\�QR�FKDQJH�LQ�LQYHVWPHQW�EHKDYLRU���7KH�UDWLRQDOH�IRU�WKHVH�DVVXPSWLRQV�LV�DOVR�HODERUDWHG�EHORZ�� 7KH�UHVXOW�LV�DQ�139�RI�WKH�VHFWRU��UHSUHVHQWLQJ�DQRWKHU�H[WUHPH�FRXQWHUIDFWXDO�VFHQDULR������SHUFHQW�FRPPHUFLDOL]DWLRQ���

)URP�WKHVH�WKUHH�139V��WKH�DGGLWLRQ�WR�VDYLQJV�LV�HVWLPDWHG�E\�PDNLQJ�WKH�UHDOLVWLF�DVVXPSWLRQ�WKDW�WKH�JRYHUQPHQW�ZLOO�VHOO�RQO\�KDOI�WKH�VHFWRU�DQG�FRPPHUFLDOL]H�WKH�RSHUDWLRQ�RI�WKH�UHVW��,Q�DOO�LQVWDQFHV��WKH�139V�DUH�FDOFXODWHG�E\�GLVFRXQWLQJ�WKH�VWUHDP�RI�EHQHILWV�DQG�FRVWV�RYHU�WKH�ILUP
V�XVHIXO�OLIHWLPH��7KH�EHQHILWV�FDQ�EH�VHHQ�DV�WKH�VXP�RI�WKH�UHWXUQV�WR�WKH�EX\HUV�DQG�VHOOHUV��7KH�FRVWV�DUH�WKH�UHVRXUFHV�XVHG�WR�JHQHUDWH�WKH�EHQHILWV��LQFOXGLQJ�WKH�FRVW�
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RI�ODERU��FDSLWDO�DQG�LQWHUPHGLDWH�LQSXWV��%HFDXVH�WKH�DVVXPSWLRQV�DUH�NH\�WR�WKH�UHVXOWV��WKHLU�UDWLRQDOH�LV�HODERUDWHG�QH[W��
5DWLRQDOH�RI�.H\�$VVXPSWLRQV
,Q�YLHZ�RI�DYDLODEOH�HYLGHQFH�RQ�WKH�LPSDFW�RI�SULYDWL]DWLRQ�DQG�FRPPHUFLDOL]DWLRQ�RQ�SHUIRUPDQFH��WKH�SURGXFWLYLW\�DQG�LQYHVWPHQW�GLIIHUHQWLDOV�DVVXPHG�XQGHU�WKH�FRXQWHU�IDFWXDO�VFHQDULRV�HUU�RQ�WKH�FRQVHUYDWLYH�VLGH��)RU�H[DPSOH��WKH�DVVXPSWLRQ�WKDW�SULYDWL]DWLRQ�ZLOO�LPSURYH�SURGXFWLYLW\�E\�����SHUFHQW�SHU�DQQXP�LV�LQ�IDFW�UHODWLYHO\�PRGHVW��FRPSDUHG�ZLWK�WKH�H[SHULHQFH�LQ�VHYHUDO�FDVHV��,Q�&KLOH��WKH�SULYDWL]DWLRQ�RI�WKH�HOHFWULFLW\�FRPSDQ\�&+,/*(1(5�DQG�RI�WKH�WHOHSKRQH�FRPSDQ\�&7&�OHG�WR�DQ�LPSURYHPHQW�LQ�WRWDO�IDFWRU�SURGXFWLYLW\�RI�����DQG�����SHUFHQW�SHU�DQQXP��UHVSHFWLYHO\��*DODO��HW�DO����������,Q�&KLQD��WKH�JURZWK�RI�SURGXFWLYLW\�LQ�WKH�QRQ�VWDWH�VHFWRU�LQ�WKH�����V�ZDV�����WR�����WLPHV�WKH�SURGXFWLYLW\�RI�WKH�VWDWH�VHFWRU²WKH�ODWWHU�ZDV�����SHUFHQW�SHU�DQQXP��-HIIHUVRQ��5DZVNL�DQG�=KHQJ���������,Q�0H[LFR��WKH�SULYDWL]DWLRQ�RI�$HURPH[LFR�OHG�WR�D����SHUFHQW�LPSURYHPHQW�LQ�ODERU�SURGXFWLYLW\�EHWZHHQ������DQG�������*DODO�HW�DO����������,Q�PRVW�FDVHV��WKH�LPSURYHPHQW�LQ�SURGXFWLYLW\�FDPH�IURP�EHWWHU�PDQDJHPHQW�RI�H[LVWLQJ�UHVRXUFHV��KLJKHU�FDSDFLW\�XWLOL]DWLRQ��GHYHORSPHQW�RI�QHZ�SURGXFWV��DQG�SHQHWUDWLRQ�RI�QHZ�PDUNHWV�$V�IRU�LQYHVWPHQW��WKH�HYLGHQFH�DOVR�VKRZV�WKDW�SULYDWL]HG�FRPSDQLHV�WHQGHG�WR�UHOD[�WKH�UHVRXUFH�FRQVWUDLQW�IDFHG�E\�3(V��OHDGLQJ�WR�D�VLJQLILFDQW H[SDQVLRQ�LQ�WKH�SRVW�GLYHVWLWXUH�SHULRG��7KH�PDJQLWXGH�RI�WKH�LQFUHDVH�LQ�LQYHVWPHQW�YDULHG�IURP�FDVH�WR�FDVH��GHSHQGLQJ�RQ�WKH�LQLWLDO�FRQGLWLRQV�RI�H[FHVV�GHPDQG��WKH�VHYHULW\�RI�WKH�ILVFDO�FRQVWUDLQW�LPSRVHG�RQ�3(V�SULRU�WR�SULYDWL]DWLRQ��DQG�WKH�FRPPLWPHQWV�JRYHUQPHQWV�GHPDQGHG�IURP�SULYDWL]HG�ILUPV�WR�H[SDQG��7R�FLWH�EXW�D�IHZ�H[DPSOHV��WKH�SULYDWL]DWLRQ�RI��&7&�LQ�&KLOH�OHG�WR�D�GRXEOLQJ�RI�FDSDFLW\�LQ�MXVW�ILYH�\HDUV��FRPSDUHG�ZLWK�DQ�DQQXDO�JURZWK�UDWH�RI���SHUFHQW�SHU�\HDU�LQ�WKH�SUH�GLYHVWLWXUH�SHULRG��7KH�VDPH�WKLQJ�KDSSHQHG�LQ�$UJHQWLQD��ZKHUH�WKH�QHZ�RZQHUV�RI�WKH�GLYHVWHG�WHOHFRPPXQLFDWLRQV�FRPSDQLHV�PDGH�D�FRPPLWPHQW�WR�LQYHVW�DERXW�86����ELOOLRQ��$�VLPLODU�REVHUYDWLRQ�ZDV�VHHQ�LQ�0DOD\VLD��ZKHUH�WKH�0DOD\VLDQ�DLUOLQH�LQFUHDVHG�LWV�UHDO�RSHUDWLQJ�DVVHWV�E\�IRXU�WLPHV�WKH�UDWH�RI�LQFUHDVH�LQ�WKH�SHULRG�SULRU�WR�GLYHVWLWXUH�:KDW�DERXW�FRPPHUFLDOL]DWLRQ"�,Q�SDUWLFXODU��ZK\�LV�LW�DVVXPHG�WKDW�FRPPHUFLDOL]DWLRQ�ZLOO�LPSURYH�SURGXFWLYLW\�E\�RQO\���SHUFHQW��FRPSDUHG�ZLWK�����SHUFHQW�IRU�SULYDWL]DWLRQ���ZKLOH�OHDYLQJ�LQYHVWPHQW�EHKDYLRU�XQFKDQJHG"�7KDW�FRPPHUFLDOL]DWLRQ�LPSURYHV�
� 1R�DWWHPSW�LV�PDGH�WR�WDNH�LQWR�DFFRXQW�DQ\�RI�WKH�VHFRQG�URXQG�HIIHFWV�RI�SULYDWL]DWLRQ�DQG�FRPPHUFLDOL]DWLRQ�UHIHUUHG�WR�LQ�WKH�LQWURGXFWLRQ��%XW�WKHVH�FDQ�RQO\�UHLQIRUFH�WKH�SRVLWLYH�UHVXOWV�SUHVHQWHG�EHORZ�
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SURGXFWLYLW\�WR�D�OHVVHU�GHJUHH�WKDQ�SULYDWL]DWLRQ�LV�HYLGHQW�IURP�WKH�REVHUYHG�LPSURYHPHQW�LQ�SURGXFWLYLW\�RI�WKH�EHVW�FRPPHUFLDOL]HG�3(V��PRVW�QRWDEO\�LQ�&KLOH��WKH�8.�DQG 6RXWK�.RUHD��*DODO��������:RUOG�%DQN��������� �6HH�%R[���IRU�D�GHWDLOHG�GHVFULSWLRQ�RI�3(�UHIRUPV�DQG�UHVXOWV�LQ�&KLOH���&RPPHUFLDOL]DWLRQ�LV�DVVXPHG�WR�OHDYH�LQYHVWPHQW�EHKDYLRU�XQFKDQJHG�EHFDXVH�3(V�FRQWLQXH�WR�IDFH�WKH�VDPH�UHVRXUFH�FRQVWUDLQWV�WKH\�IDFHG�EHIRUH�UHIRUP��,Q�SDUWLFXODU��WKH\�UHPDLQ�VXEMHFW�WR�WKH�ILVFDO�FRQVWUDLQW�LPSRVHG�E\�JRYHUQPHQWV��DV�ZHOO�DV�WKH�FUHGLW�FHLOLQJ�LPSRVHG�RQ�WKH�SXEOLF�VHFWRU�LQ�JHQHUDO��:KLOH�FRPPHUFLDOL]HG�3(V�EHFRPH�UHODWLYHO\�PRUH�SURILWDEOH�DQG�HIILFLHQW��JRYHUQPHQWV�DUH�OLNHO\�WR�GHPDQG�PRUH�GLYLGHQGV�IURP�WKHP��DV�VHHQ�LQ�&KLOH�DQG�WKH�8.��7KLV�ZLOO�OHDYH�WKHP�ZLWK�OLWWOH�UHWDLQHG�HDUQLQJV�WR�H[SDQG�EH\RQG�WKH�KLVWRULFDO�WUHQG�5HVXOWV%DVHG�RQ�WKH�DERYH�DVVXPSWLRQV��SULYDWL]DWLRQ�DQG�FRPPHUFLDOL]DWLRQ�RI�WKH�VDPSOH�RI�3(V�DQDO\]HG�DUH�H[SHFWHG�WR�EULQJ�DERXW�DGGLWLRQDO�VDYLQJV�WR�(J\SW�ZLWK�D�PDJQLWXGH�RI�����SHUFHQW�RI�*'3��7DEOH�����)RU�UHDVRQV�H[SODLQHG�DERYH��WKH�JDLQV�IURP�SULYDWL]DWLRQ������SHUFHQW�RI�*'3��DUH�PXFK�PRUH�VXEVWDQWLDO�WKDQ�IURP�FRPPHUFLDOL]DWLRQ������SHUFHQW�RI�*'3���0RUH�VLJQLILFDQWO\�SHUKDSV��JLYHQ�WKDW�WKH�3(�VDPSOH�DQDO\]HG�RQO\�UHSUHVHQWV�DERXW�D�WKLUG�RI�WKH�3(�VHFWRU�LQ�(J\SW��WKH�DGGLWLRQ�WR�VDYLQJV�FRXOG�EH�PXFK�PRUH��,QGHHG��VKRUW�RI�GLPLQLVKLQJ�UHWXUQV�WR�WKH�JDLQV�LQ�VDYLQJV��WKHVH�JDLQV�FRXOG�EH�DV�KLJK�DV���SHUFHQW�RI�*'3��ZKLFK�LV�FORVH�WR�ZKDW�(J\SW�QHHGV�WR�LQFUHDVH�LWV�VDYLQJV�LQYHVWPHQW�UDWLR�WR�*'3�WR�PDWFK�WKH�IDVW�JURZLQJ�HFRQRPLHV�
7DEOH����(VWLPDWHG�,QFUHDVHV�LQ�6DYLQJV�IURP�5HIRUPLQJ�3(V��7RWDO193�RI�SURILWV�EHIRUH�WD[HV 7RWDO��LQFUHDVH�LQ�VDYLQJV $QQXDO�LQFUHDVH�LQ�VDYLQJV��0LOOLRQV�RI������/(� ���RI������*'3�%DVH�FDVH��1R�UHIRUP �����
����SULYDWL]DWLRQ ������ ����� ����
�����FRPPHUFLDOL]DWLRQ ����� ���� ����
����SULYDWL]DWLRQDQG��� ��FRPPHUFLDOL]DWLRQ ������ ����� ����6RXUFH��&DOFXODWHG�IURP�GDWD�IURP�&$30$6��)LQDQFLDO�DQG�(FRQRPLF�6WDWLVWLFV�RI�3XEOLF�&RPSDQLHV �

� 7R�EH�VXUH��FRPPHUFLDOL]DWLRQ�GLG�QRW�DFKLHYH�WKHVH�UHVXOWV�LQ�RWKHU�FDVHV��IRU�H[DPSOH��LQ�,QGLD�DQG�7XUNH\��:KHUH�LW�GLG�VXFFHHG��JRYHUQPHQWV�IROORZHG�D�FRPSUHKHQVLYH�UHIRUP�VWUDWHJ\��PDNLQJ�WKH�PRVW�RXW�RI�GLYHVWLWXUH��FRPSHWLWLRQ��ILQDQFLDO�VHFWRU�UHIRUP��DQG�PDQDJHULDO�LQFHQWLYHV�
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%R[����&KLOH¶V��3XEOLF�(QWHUSULVH�UHIRUP
7KH�FRPPHUFLDOL]DWLRQ�SURFHVV�LQ�&KLOH�EHJDQ�ZKHQ�&25)2��WKH�KROGLQJ�FRPSDQ \��LQVWUXFWHG�LWV�HQWHUSULVHV�WR�SXUVXH��JRDOV�DQG�SURFHGXUHV�VLPLODU�WR�WKRVH�RI�D�SULYDWH�FRPSDQ\����0DQDJHUV�ZHUH�QRWLILHG�WKDW�WKHLU�FRPSDQ\�ZRXOG�EH�H[SHFWHG�WR�ILQDQFH�WKHLU�RSHUDWLQJ�FRVWV�DQG�GHEW�VHUYLFH��7KH\�ZHUH�LQVWUXFWHG�WR�JHW�ULG�RI�DQ\�XQQHFHVVDU\�DVVHWV�DQG�VWRFNV��LPSURYH�WKHLU�ELOOLQJ�SURFHGXUHV��VHDUFK�IRU�QHZ�VRXUFHV�RI�ILQDQFLQJ��DQG�UHGXFH�SHUVRQQHO��3XEOLF�XWLOLWLHV�ZHUH�RUGHUHG�WR�DSSO\�WR�SXEOLF�VHFWRU�HQWLWLHV�WKH�VDPH�UXOHV�RI�VHUYLFH�VXVSHQVLRQ�IRU�XQSDLG�ELOOV�DV�ZHUH�DSSOLHG� WR�WKH�SULYDWH�VHFWRU��7UDQVIHUV�WR�3(V�EHFDPH�WKH�H[FHSWLRQ�UDWKHU�WKDQ�WKH�UXOH��2WKHU�IDYRUDEOH�WUHDWPHQWV�RI�3(V��VXFK�DV�WD[�DQG�LPSRUW�GXW\�H[FHSWLRQV��ZHUH�DOVR�HOLPLQDWHG���,Q�DGGLWLRQ��VLQFH�&25)2�HQWHUSULVHV�KDG�DOZD\V�EHHQ�MRLQW�VWRFN�FRUSRUDWLR QV��WKH\�ZHUH�VXEMHFW�WR�WKH�VDPH�UHJXODWLRQV�DQG�LQIRUPDWLRQ�GLVFORVXUH�UXOHV�WKDW�DSSOLHG�WR�SULYDWH�FRUSRUDWLRQV�LQ�WKH�VDPH�FDWHJRU\�6HOI�ILQDQFLQJ�ZRXOG�QRW�KDYH�EHHQ�SRVVLEOH��KRZHYHU��LI�SULFLQJ�SROLFLHV�KDG�QRW�EHHQ�FKDQJHG��7KXV��WKH�JRYHUQPHQW�LQFUHDVHG�WKH�SULFHV�RI�3(V��ZKLFK�KDG�HURGHG�LQ�WKH�SHULRG����� ������,W�WKHQ�IUHHG�WKH�SULFHV�RI�WUDGDEOHV�DQG�HVWDEOLVKHG�WKH�EDVLV�IRU�VHWWLQJ�WDULIIV�IRU�QRQWUDGDEOHV��UHJXODWRU\�IUDPHZRUN�IRU�HOHFWULFLW\�DQG�WHOHFRPPXQLFDWLRQV�LQ�������DQG�ZDWHU��DQG� VHZDJH�LQ�������,Q�SDUDOOHO��3(V�LQFUHDVLQJO\�IDFHG�LQWHQVH�FRPSHWLWLRQ��$V�TXDQWLWDWLYH�UHVWULFWLRQV�RQ�LPSRUWV�ZHUH�HOLPLQDWHG�DQG�LPSRUW�WDULIIV�UHGXFHG��ILUPV�SURGXFLQJ�WUDGDEOH�JRRGV�KDG�WR�FRPSHWH�LQWHUQDWLRQDOO\��,Q�WKH�PRQRSRO\�VHFWRUV��WKH�JRYHUQPHQW�HOLPLQDWHG�HQWU\�EDUULHUV��DQG�GLYLGHG�D�QXPEHU�RI�ODUJH�3(V�LQWR�LQGHSHQGHQW�FRPSDQLHV��IRU�LQVWDQFH�WKH�HOHFWULFLW\�KROGLQJ�FRPSDQ\�&+,/(&75$�ZDV�GLYLGHG�LQWR�WZR�HOHFWULFLW\�GLVWULEXWLRQ�DQG�RQH�JHQHUDWLRQ�FRPSDQ\�LQ������$V�D�UHVXOW�RI�WKHVH�UH IRUPV��WKH�RSHUDWLQJ�SHUIRUPDQFH�RI�PRVW�3(V�LPSURYHG��5HYHQXHV�DV�ZHOO�DV�WD[HV�DQG�WUDQVIHUV�WR�WKH�JRYHUQPHQW�LQFUHDVHG�VXEVWDQWLDOO\�LQ�UHODWLRQ�WR�*'3�DIWHU�������ZKLOH�H[SHQGLWXUHV�IHOO��7KH�3(�VDYLQJV�LQYHVWPHQW�JDS�SUDFWLFDOO\�YDQLVKHG�

7KH�JDLQV�LQ�VDYLQJV�IURP�SULYDWL]DWLRQ�DQG�FRPPHUFLDOL]DWLRQ�ZLOO�EH�PDGH�ERWK�E\�WKH�JRYHUQPHQW�DQG�WKH�SULYDWH�VHFWRU��7DEOH���VKRZV�WKH�GLVWULEXWLRQ�RI�WKHVH�JDLQV�EHWZHHQ�WKH�WZR�RI�WKHP��ZLWKRXW�WDNLQJ�LQWR�DFFRXQW�WKH�SULFH�WR�EH�SDLG�E\�WKH�SULYDWH�VHFWRU WR�WKH�JRYHUQPHQW�IRU�WKH�SXUFKDVH�RI����SHUFHQW�RI�3(V�LQ�WKH�VDPSOH��$V�ORQJ�DV�WKLV�SULFH�LV�KLJKHU�WKDQ�WKH�ORVV�RI�GLYLGHQGV�DQG�WD[HV�WKH�JRYHUQPHQW�LQFXUV�E\�JLYLQJ�XS�WKH�3(V��WKH�EXGJHWDU\�LPSDFW�ZLOO�EH�SRVLWLYH��&RQYHUVHO\��LI�WKH�SULFH�WR�EH�SDLG�E\�WKH�SULYDWH�VHFWRU�LV�OHVV�WKDQ�/(����ELOOLRQ��SULYDWL]DWLRQ�ZLOO�LPSDFW�QHJDWLYHO\�RQ�WKH�WUHDVXU\�LQ�WKH�ORQJ�UXQ��(LWKHU�ZD\��WKH�XOWLPDWH�HIIHFW�RQ�VDYLQJV�LV�SRVLWLYH������SHUFHQW�RI�*'3��
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7DEOH����(VWLPDWHG�,QFUHDVHV�LQ�6DYLQJV�IURP�5HIRUPLQJ�3(V��E\�*RYHUQPHQW�DQG�3ULYDWH�6HFWRU7RWDO�,QFUHDVH�LQ�6DYLQJV�0LOOLRQV�RI������/(� $QQXDO�,QFUHDVH�LQ�6DYLQJV�3HUFHQWDJH�RI������*'3�*RYHUQPHQW 3ULYDWH�VHFWRU 7RWDO *RYHUQPHQW 3ULYDWH�VHFWRU 7RWDO
����SULYDWL]DWLRQ ������ ����� ����� ����� ���� ����
����FRPPHUFLDOL]DWLRQ ���� � ���� ���� ���� ����
����SULYDWL]DWLRQ�	�����FRPPHUFLDOL]DWLRQ ����� ����� ����� ���� ���� ����6RXUFH��&DOFXODWHG�IURP�GDWD�IURP�&$30$6��)LQDQFLDO�DQG�(FRQRPLF�6WDWLVWLFV�RI�3XEOLF�&RPSDQLHV��GLIIHUHQW�LVVXHV�
)LQDOO\��7DEOH���VKRZV�WKH�JDLQV�LQ�VDYLQJV�IURP�SULYDWL]DWLRQ�DQG�FRPPHUFLDOL]DWLRQ�E\�RULJLQ��7KH�JDLQV�DUH�VSOLW�DOPRVW�HYHQO\�EHWZHHQ�LQYHVWPHQW�DQG�SURGXFWLYLW\��0RUH�LQWHUHVWLQJO\��KRZHYHU��WKH�JDLQV�WR�WKH�FRXQWU\�DUH�JUHDWHU�ZKHQ�ERWK�EHKDYLRUDO�GLIIHUHQFHV�DUH�SUHVHQW�EHFDXVH�RI�V\QHUJLHV��RU�WKH�LQWHUDFWLRQ�EHWZHHQ�SURGXFWLYLW\�DQG�LQYHVWPHQW��:KHQ�ERWK�DUH�SUHVHQW��D�ODUJHU�VWRFN�RI�UHVRXUFHV�LV�XVHG�PRUH�HIILFLHQWO\��DQG�WKHUH�LV�D�FRPSRXQGHG�HIIHFW�RQ�SHUIRUPDQFH�DQG�WKXV�RQ�VDYLQJV�

7DEOH����(VWLPDWHG�,QFUHDVHV�LQ�6DYLQJV�IURP�5HIRUPLQJ�3(V��2ULJLQ�RI�WKH�&KDQJH7RWDO�LQFUHDVH�LQ�VDYLQJV�0LOOLRQV�RI�������/(� $QQXDO�LQFUHDVH�LQ�VDYLQJV��3HUFHQWDJH�RI������*'3�3URGXFWLYLW\LPSURYHPHQW $GGLWLRQDOLQYHVWPHQW 6\QHUJLHV 7RWDO 3URGXFWLYLW\�LPSURYHPHQW $GGLWLRQDOLQYHVWPHQW� 6\QHUJLHV 7RWDO
����SULYDWL]DWLRQ ����� ����� ���� ����� ���� ���� ���� ����
����FRPPHUFLDOL]DWLRQ ���� � � ���� ���� ���� ���� ����
����SULYDWL]DWLRQ�	�����FRPPHUFLDOL]DWLRQ ����� ����� ���� ����� ���� ���� ���� ����
6RXUFH��&DOFXODWHG�IURP�GDWD�IURP�&$30$6��)LQDQFLDO�DQG�(FRQRPLF�6WDWLVWLFV�RI�3XEOLF�&RPSDQLHV ��GLIIHUHQW�LVVXHV�
6HQVLWLYLW\�DQDO\VLV
*LYHQ�WKDW�WKH�UHVXOWV�GHSHQG�RQ�WKH�DVVXPSWLRQV�PDGH� LW�LV�XVHIXO�WR�VHSDUDWH�WKH�HIIHFW�RI�HDFK�DVVXPSWLRQ�IURP�WKH�HIIHFW�RI�WKH�RWKHU��DQG�WR�H[SORUH�WKH�VHQVLWLYLW\�RI�WKH�UHVXOWV�WR�WKHVH�DVVXPSWLRQV��7KH�VHSDUDWLRQ�RI�WKH�LPSDFW�RI�HDFK�DVVXPSWLRQ�KDV�DOUHDG\�EHHQ�GRQH��DQG�FDQ�EH�XVHG�E\�WKH�UHDGHU�WR�DFFHSW�RU�UHMHFW�DQ\�RI�WKH�DVVXPSWLRQV�DQG�VWLOO�REWDLQ�XVHIXO�
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UHVXOWV��7KH�UHPDLQLQJ�LVVXH�LV�WR�H[SORUH�WKH�VHQVLWLYLW\�RI�WKH�UHVXOWV�WR�WKH�NH\�DVVXPSWLRQV��7KLV�LV�GRQH�KHUH��DQG�SUHVHQWHG�LQ�7DEOH����7KH�WDEOH�VKRZV�WKH�UHVXOWV�XQGHU�WZR�H[WUHPH�VFHQDULRV��IXOO�SULYDWL]DWLRQ�RI�WKH�VDPSOH�RI�3(V�DQDO\]HG��DQG�IXOO�FRPPHUFLDOL]DWLRQ��)RU�HDFK�RI�WKHVH�VFHQDULRV��WKH�UHVXOWV�DUH�VKRZQ�IRU�YDULRXV�GLVFRXQW�UDWHV��������DQG����SHUFHQW���YDULRXV�SURGXFWLYLW\�GLIIHUHQWLDOV�����������DQG�����SHUFHQW�IRU�SULYDWL]DWLRQ��DQG����������DQG�����IRU�FRPPHUFLDOL]DWLRQ���DQG�YDULRXV�LQYHVWPHQW�SRVVLELOLWLHV���������DQG����SHUFHQW�RI�QHW�IL[HG�DVVHWV���7ZR�EURDG�FRQFOXVLRQV�FDQ�EH�GUDZQ�IURP�7DEOH����)LUVW��UHIRUPV�RI�WKH�VDPSOH�RI�3(V�LQYHVWLJDWHG�KHUH�FDQ�SURGXFH�JDLQV�LQ�VDYLQJV�RI�����SHUFHQW�RI�*'3�DW�D�PLQLPXP��EXW�WKH�JDLQV�FDQ�EH�DV�KLJK�DV�����SHUFHQW�RI�*'3��6HFRQG��WKH�UHVXOWV�DUH�OHDVW�VHQVLWLYH�WR�YDULDWLRQV�LQ�WKH�GLVFRXQW�UDWH��7KH\�DUH�PRGHUDWHO\�VHQVLWLYH�WR�YDULDWLRQV�LQ�SURGXFWLYLW\��DQG�PRVW�VHQVLWLYH�WR�YDULDWLRQV�LQ�LQYHVWPHQW��7KLV�QRW�RQO\�VXJJHVWV�WKDW�WKH�JDLQV�IURP�LQYHVWPHQW�LQ�WKH�FRXUVH�RI�SULYDWL]DWLRQ�DUH�VLJQLILFDQW��EXW�DOVR�WKDW�FDUH�PXVW�EH�WDNHQ�WR�HQVXUH�WKDW�LQYHVWPHQW�ZLOO�EH�IRUWKFRPLQJ��&DUH�PXVW�EH�JLYHQ�WR�HQVXUH�WKDW�WKH�GHVLJQ�RI�SULYDWL]DWLRQ�WUDQVDFWLRQV�FRPPLWV�WKH�QHZ�RZQHUV�WR�DQ�LQYHVWPHQW�SURJUDP��ZKHUH�DSSURSULDWH��WR�PD[LPL]H�WKH�JDLQV�WR�VRFLHW\�
7DEOH����6HQVLWLYLW\�$QDO\VLVD�$QQXDO�,QFUHDVH�LQ�6DYLQJV�DV�3HUFHQW�RI�*'3�,QYHVWPHQW 3URGXFWLYLW\ 'LVFRXQW�5DWH�� �� �� � ��� � �� �� �

��� ��� ��� ��� ��� ��� ��� ��� ��� �����SULYDWL]DWLRQ
��� ��� ��� ��� ��� ��� ���� ���� ���� �����FRPPHUFLDOL]DWLRQ

����SULYDWL]DWLRQ��� ��� ��� ��� ��� ��� ��� ��� ��� DQG�����FRPPHUFLDOL]DWLRQ
1RWH���,QFUHDVHV�LQ�VDYLQJV�LQFOXGH�WKH�LQWHUDFWLRQ�RI�FKDQJHV�LQ�SURGXFWLYLW\�DQG�FKDQJHV�LQ�LQYHVWPHQW�$QQXDO�JURZWK�UDWHV�RI�SURGXFWLYLW\ XQGHU�SULYDWL]DWLRQ��7KH�FRUUHVSRQGLQJ�UDWHV�XQGHU�FRPPHUFLDOL]DWLRQ�DUH�����������DQG�������UHVSHFWLYHO\�3HUFHQW�RI�QHW�IL[HG�DVVHWV�6RXUFH� &DOFXODWHG�IURP�GDWD�IURP�&$30$6��)LQDQFLDO�DQG�(FRQRPLF�6WDWLVWLFV�RI�3XEOLF�&RPSDQLHV ��GLIIHUHQW�LVVXHV�
,9��&RQFOXGLQJ�5HPDUNV
$OWKRXJK�WKH�DVVXPSWLRQV�DGRSWHG�LQ�WKH�SDSHU�DUH�FRQVHUYDWLYH��WKH�UHVXOWV�DUH�LPSUHVVLYH��(J\SW�FRXOG�JHQHUDWH�����SHUFHQW�RI�*'3�LQ�DGGLWLRQDO�VDYLQJV�IURP�UHIRUPLQJ�RQH�WKLUG�RI�LWV�3(�VHFWRU��E\�VHOOLQJ����SHUFHQW�RI�WKLV�VDPSOH�DQG FRPPHUFLDOL]LQJ�WKH�RSHUDWLRQ�RI�WKH�RWKHU�
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���SHUFHQW��,I�WKH�UHIRUPV�DUH�H[WHQGHG�WR�WKH�UHVW�RI�WKH�3(�VHFWRU��WKH�JDLQV�LQ�VDYLQJV�FRXOG�EH�PXFK�JUHDWHU��$FFRUGLQJO\��3(�UHIRUP�LV�FULWLFDO�IRU�IXWXUH�HFRQRPLF�JURZWK�LQ�(J\SW²HVSHFLDOO\�WKDW�QDWLRQDO�VDYLQJ�LV�RQO\����SHUFHQW�RI�*'3��FRPSDUHG�ZLWK�D�PLQLPXP�RI����SHUFHQW�LQ�WKH�IDVW�JURZLQJ�HFRQRPLHV�+RZ�PD\�WKHVH�JDLQV�EH�DWWDLQHG"�7KH�JRYHUQPHQW�KDV�DOUHDG\�EHJXQ�D�SURFHVV�RI�SULYDWL]LQJ�DQG�FRPPHUFLDOL]LQJ�WKH�RSHUDWLRQ�RI�3(V��%RWK�W\SHV�RI�UHIRUP�VKRXOG�EH�VSHHGHG�XS�DQG�GHHSHQHG��2Q�WKH�SULYDWL]DWLRQ�IURQW��WKH�SURFHVV�LV�JDLQLQJ�PRPHQWXP��DQG�LV�EHLQJ�FRQGXFWHG�LQ�D�UHODWLYHO\�WUDQVSDUHQW�IDVKLRQ��)XUWKHU��WKH�VDOH�RI�VKDUHV�RQ�WKH�VWRFN�PDUNHW�LV�QRZ�EHLQJ�VXSSRUWHG�E\�GLUHFW�VDOH�RI�WKH�PDMRULW\�RI�VKDUHV�WR�DQFKRU�LQYHVWRUV��WR�HQVXUH�D�FKDQJH�RI�EHKDYLRU�ZLWKLQ�WKH�HQWHUSULVHV�RQFH�VROG��+RZHYHU��IRU�SULYDWL]DWLRQ�WR�FRQWULEXWH�WR�VDYLQJV�LQ�D�VLJQLILFDQW�ZD\��WKH�SDFH�RI�WUDQVIHUULQJ�RZQHUVKLS�WR�WKH�SULYDWH�VHFWRU�KDV�WR�EH�PXFK�IDVWHU��2QO\ ZKHQ�D�ODUJH�IUDFWLRQ�RI�WKH�HQWHUSULVHV�LV�VROG�ZLOO�WKH�HIIHFW�RI�SULYDWL]DWLRQ�RQ�VDYLQJV�EH�IHOW��7R�VSHHG�XS�WKH�SURFHVV��LW�PD\�EH�QHFHVVDU\�WR�ILQG�LQVWLWXWLRQDO�PHFKDQLVPV²RWKHU�WKDQ�UHO\LQJ�SULPDULO\�RQ�WKH�KROGLQJ�FRPSDQLHV²WR�FDUU\�RXW�WKH�VDOH RI�HQWHUSULVHV��HVSHFLDOO\�WKDW�WKH�KROGLQJ�FRPSDQLHV�KDYH�D�VWDNH�LQ�VORZLQJ�GRZQ�WKH�SURFHVV��6HFRQG��LW�VKRXOG�EH�UHFRJQL]HG�WKDW�WKH�VLPSOH�DFW�RI�VHOOLQJ�ILUPV�WR�WKH�SULYDWH�VHFWRU�LV�QR�JXDUDQWHH�IRU�SULYDWL]DWLRQ�WR�SURGXFH�WKH�JDLQV�H[SHFWHG�IURP LW��0RUH�DWWHQWLRQ�VKRXOG�EH�JLYHQ�WR�WKH�HQYLURQPHQW�LQWR�ZKLFK�WKH�ILUPV�DUH�EHLQJ�SULYDWL]HG��7KLV�LVVXH�ZLOO�EHFRPH�PRUH�LPSRUWDQW�DV�ODUJHU�DQG�PRQRSROLVWLF�3(V�DUH�SXW�XS�IRU�VDOH��:LWK�ODUJH�HQWHUSULVHV��LW�ZLOO�EH�QHFHVVDU\�WR�VSOLW�WKHP�LQWR�VPDOOHU�XQLWV��LQ�SDUW�WR�LQFUHDVH�FRPSHWLWLRQ��DQG�LQ�SDUW�WR�PDNH�WKHLU�VDOH�PRUH�IHDVLEOH��,Q�WKH�FDVH�RI�ILUPV�RSHUDWLQJ�DV�QDWXUDO�PRQRSROLHV��LW�ZRXOG�EH�QHFHVVDU\�WR�VHW�XS�DQ�DSSURSULDWH�UHJXODWRU\�IUDPHZRUN��QRW�RQO\�WR�SURWHFW�WKH�FRQVXPHUV��EXW�DOVR WR�DVVXUH�WKH�SULYDWH�VHFWRU�D�IDLU�UDWH�RI�UHWXUQ�RQ�LQYHVWPHQW��,Q�DOO�FDVHV��WKH�JDLQV�IURP�SULYDWL]DWLRQ�ZLOO�EH�PD[LPL]HG�ZKHUH�WKH�QHZ�RZQHUV�DUH�FRPPLWWHG�WR�LQYHVW�WR�PHHW�H[FHVV�GHPDQG��ZKHUH�LW�H[LVWV�$V�IRU�FRPPHUFLDOL]DWLRQ��LW�LV�FOHDU�WKDW SDVW�UHIRUP�DWWHPSWV�LQ�(J\SW�KDYH�QRW�EHHQ�DV�VXFFHVVIXO�DV�WKRVH�LQ�VXFK�FRXQWULHV�DV�&KLOH�DQG�6RXWK�.RUHD��3HUKDSV�WKH�UHDVRQ�IRU�WKH�OLPLWHG�VXFFHVV�LQ�(J\SW�LV�WKDW�UHIRUPV�KDYH�EHHQ�SLHFHPHDO��$W�RQH�SRLQW��LW�ZDV�WKRXJKW�WKDW�WKH�UHRUJDQL]DWLRQ�RI WKH�VHFWRU�XQGHU�KROGLQJ�FRPSDQLHV�ZRXOG�GR�WKH�WULFN��$W�DQRWKHU��WKH�HPSKDVLV�VKLIWHG�WR�UHGXFLQJ�GLVWRUWLRQV�DQG�LQFUHDVLQJ�FRPSHWLWLRQ��5HFHQWO\��WKH�IRFXV�KDV�EHHQ�RQ�SULYDWL]DWLRQ��7R�HQVXUH�VXFFHVV��LW�LV�HVVHQWLDO�WKDW�(J\SW�PDNH�WKH�PRVW�RI�DOO�UHIRUP�FRPSRQHQWV�VLPXOWDQHRXVO\��SULYDWL]DWLRQ��FRPSHWLWLRQ��KDUG�EXGJHW�FRQVWUDLQWV��
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ILQDQFLDO�VHFWRU�UHIRUPV��DQG�PDQDJHU�LQFHQWLYHV��/LNH�D�FKDLQ�ZLWK�VHYHUDO�OLQNV��UHIRUPV�RQO\�ZRUN�ZKHQ�DOO�WKH�SLHFHV�DUH�FRQQHFWHG�7R�FRQFOXGH��LW�LV�RIWHQ�WKRXJKW�WKDW�FRXQWULHV�OLNH�(J\SW�DUH�XQDEOH�WR�FRPSHWH�LQ�D�PRUH�JOREDOL]HG�ZRUOG�EHFDXVH�WKH\�DUH�VDGGOHG�E\�ODUJH�DQG�LQHIILFLHQW�3(�VHFWRUV��7KH�LURQ\�LV�WKDW�WKH�VDPH�FRXQWULHV�FDQ�EH�VDLG�WR�KDYH�DQ�RSSRUWXQLW\�WR�WXUQ�WKHLU�VLWXDWLRQ�DURXQG�E\�SULYDWL]LQJ�DQG�FRPPHUFLDOL]LQJ�WKH�RSHUDWLRQ�RI�WKHLU�3(V��7KH�IDFW�WKDW�WKH�JDLQV�IURP�UHIRUPV��HVSHFLDOO\�LQ�WHUPV�RI�VDYLQJV��FDQ�EH�VXEVWDQWLDO�VXJJHVWV�WKDW�VRPH�FRXQWULHV�KDYH�D�UHDO�RSSRUWXQLW\�WR�EUHDN�WKH�YLFLRXV�FLUFOH��DQG�EHJLQ�D�SURFHVV�RI�FDWFKLQJ�XS�ZLWK�WKH�IDVW�JURZLQJ�HFRQRPLHV��(J\SW�LV�RQH�RI�WKRVH�FRXQWULHV�
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6WDWLVWLFDO�$SSHQGL[
,��6DPSOH�DQG�6RXUFHV�RI�'DWD7KH�GDWD�XVHG�FRYHU�WKH�SXEOLF�HQWHUSULVHV�RSHUDWLQJ�XQGHU�/DZ������������DQG�/DZ������������IRU�WKH�SHULRG���������WR��������7KH�VDPSOH�DQDO\]HG�FRQVLVWV�RI�����HQWHUSULVHV��EXW�GRHV�QRW�LQFOXGH�ILQDQFLDO�LQVWLWXWLRQV�QRU�HFRQRPLF�DXWKRULWLHV��,W�UHSUHVHQWV�DERXW�����RI�WKH�YDOXH�DGGHG�RI�WKH�HQWLUH�3(�VHFWRU�LQ�(J\SW��7KH�VRXUFHV�RI�WKH�3(�GDWD�DUH��)LQDQFLDO�DQG�(FRQRPLF�6WDWLVWLFV�RI�3XEOLF�&RPSDQLHV��YDULRXV�LVVXHV���&$30$6��DQG�WKH�QDWLRQDO�SDUDPHWHUV��*'3��LQIODWLRQ��&3,��:3,��DUH�WDNHQ�IURP�,QWHUQDWLRQDO�)LQDQFLDO�6WDWLVWLFV��,0)��YDULRXV�LVVXHV��
,,��'HILQLWLRQVx 1HW�2SHUDWLQJ�VXUSOXV�WR�FDSLWDO�HPSOR\HG��1HW�RSHUDWLQJ�VXUSOXV�LV�GHILQHG�DV�RSHUDWLQJ�UHYHQXHV��H[FOXGLQJ�VXEVLGLHV��PLQXV�RSHUDWLQJ�H[SHQVHV��ZDJHV��LQWHUPHGLDWH�LQSXWV��GHSUHFLDWLRQ�DQG�RWKHU�FRVWV�RI�RSHUDWLRQ���&DSLWDO�HPSOR\HG�LV�WKH�VXP�RI�QHW�IL[HG�DVVHWV�DQG�LQYHQWRULHV��7KLV�LQGLFDWRU�PHDVXUHV�WKH�UHWXUQ�WR�RZQHUV�DQG�FUHGLWRUV�x 3URILWV�DIWHU�WD[HV�WR�QHW�ZRUWK� 3URILWV�DIWHU�WD[HV�DUH�GHILQHG�DV�QHW�RSHUDWLQJ�VXUSOXV�SOXV�QRQRSHUDWLQJ�UHYHQXH�PLQXV�QRQRSHUDWLQJ�H[SHQVHV��1HW�ZRUWK�LV�PHDVXUHG�E\�WKH�VXP�RI�HTXLW\��UHVHUYHV�DQG�SURYLVLRQV�RWKHU�WKDQ�IRU�GHSUHFLDWLRQ� 7KLV�LQGLFDWRU�PHDVXUHV�JRYHUQPHQW¶V�UHWXUQV�RQ�LWV�LQYHVWPHQW�DV�LI�LW�ZHUH�D�SULYDWH�RZQHU�x &XUUHQW�VXUSOXV��SURILWV�EHIRUH�WD[HV��WR�UHYDOXHG�FDSLWDO�HPSOR\HG��5HYDOXHG�FDSLWDO�HPSOR\HG�LV�FDOFXODWHG�XVLQJ�WKH�SHUSHWXDO�LQYHQWRU\�WHFKQLTXH���$FFRUGLQJ�WR�WKLV�WHFKQLTXH��x5HYDOXHG�FDSLWDO�LQ�\HDU��W�  �QHW�IL[HG�DVVHWV��W��� 
�����LQIODWLRQ�UDWH��W� �
����GHSUHFLDWLRQ�UDWH����LQYHVWPHQW��W�
7KH�YDOXH�RI�QHW�IL[HG�DVVHWV�LQ������ZDV�XVHG�DV�D�VWDUWLQJ�SRLQW�LQ�WKH�UHYDOXDWLRQ SURFHVV�x 5HDO�YDULDEOH�XQLW�FRVWV� 5HDO�YDULDEOH�FRVWV�DUH�HVWLPDWHG�DV�WKH�UDWLR�RI�WRWDO�UHDO�YDULDEOH�FRVWV��WKH�FRVW�RI�ODERU�DQG�LQWHUPHGLDWH�LQSXWV��WR�UHDO�RXWSXW��:DJHV�DUH�GHIODWHG�E\�WKH�&3,�DQG�WKH�UHPDLQLQJ�YDULDEOHV�E\�WKH�:3,�x 6DYLQJV�LQYHVWPHQW�JDS� 6DYLQJV�DUH�GHILQHG�DV�WKH�GLIIHUHQFH�EHWZHHQ�RSHUDWLQJ�DQG�QRQRSHUDWLQJ�UHYHQXHV��H[FOXGLQJ�DOO�WUDQVIHUV�WR�DQG�IURP�WKH�JRYHUQPHQW��VXFK�DV�VXEVLGLHV��DQG�DOO�RSHUDWLQJ�DQG�QRQRSHUDWLQJ�H[SHQVHV��H[FOXGLQJ�GHSUHFLDWLRQ�DQG�GLYLGHQGV���7KH�VDYLQJV�LQYHVWPHQW�JDS�LV�WKH�GLIIHUHQFH�EHWZHHQ�VDYLQJV�DQG�FDSLWDO�H[SHQGLWXUHV��WKH�VXP�RI�IL[HG�LQYHVWPHQW�DQG�FKDQJH�LQ�LQYHQWRULHV��
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,,,��7DEOHV
7DEOH�$���&RQVROLGDWHG�%DODQFH�6KHHW�RI�3XEOLF�(QWHUSULVHV�����������������/(�PLOOLRQV�������� ������� ������� ������� ������� ������� ������� ����������/LDELOLWLHVD��1HW�:RUWK(TXLW\ ���� ���� ���� ���� ����� ����� �����
 �����5HVHUYHV ���� ���� ���� ���� ���� ���� ����� �����'HILFLW�FDUULHG�IRUZDUG ����� ����� ����� ����� ����� ����� ����� �����2WKHU�SURYLVLRQV ���� ���� ���� ���� ���� ���� ���� ����E��'HEW/RQJ�WHUP�ORDQV ���� ����� ����� ����� ����� ����� ����� �����2YHUGUDIW ���� ���� ���� ����� ����� ����� ����� �����&UHGLWRUV�	�FUHGLW�DFFRXQWV ����� ����� ����� ����� ����� ����� ����� ��������$VVHWVD��)L[HG�DVVHWV1HW�IL[HG�DVVHWV ����� ����� ����� ����� ����� ����� �����
 �����:RUN�LQ�SURJUHVV ���� ���� ���� ���� ���� ���� ���� ����E��)LQDQFLDO�DVVHWV)LQDQFLDO�LQYHVWPHQW ���� ���� ���� ���� ���� ���� ���� ����/RQJ�WHUP�ORDQV ��� ��� ��� ��� ��� ��� ��� ���F��&XUUHQW�DVVHWV,QYHQWRULHV ���� ����� ����� ����� ����� ����� ����� �����$FFRXQWV�UHFHLYDEOH ����� ����� ����� ����� ����� ����� ����� �����&DVK ���� ���� ���� ���� ���� ���� ���� ����
���7RWDO�QHW�DVVHWV WRWDO�QHW�OLDELOLWLHV ����� ����� ����� ����� ����� ����� ����� ������
�&$30$6�DWWULEXWHG�WKH�GURS�LQ�HTXLW\�DQG�IL[HG�DVVHWV�EHWZHHQ���������DQG�������WR�� D�GHFOLQH�LQ�*)$�DQG�SDLG�XS�FDSLWDO�RI�D�QXPEHU RI�SXEOLF�FRPSDQLHV�� OLTXLGDWLRQ�RI�VRPH�FRPSDQLHV�� DQG�SULYDWL]DWLRQ�6RXUFH��&$30$6��)LQDQFLDO�DQG�(FRQRPLF�6WDWLVWLFV�IRU�3XEOLF�&RPSDQLHV ��YDULRXV�LVVXHV�
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7DEOH�$���&RQVROLGDWHG�,QFRPH�6WDWHPHQW�RI�3XEOLF�&RPSDQLHV���������±�������/(�PLOOLRQV�
������� ������� ������� ������� ������� ������� ������� ����������2SHUDWLQJ�UHYHQXHV2SHUDWLQJ�UHYHQXHV ����� ����� ����� ����� ����� ����� ����� �����&KDQJHV�LQ�LQYHQWRULHV ��� �� ��� ��� �� ��� ��� ���6XEVLGLHV ��� ��� ��� ��� ��� ��� ��� ������2SHUDWLQJ�H[SHQGLWXUH:DJHV ���� ���� ���� ���� ���� ���� ���� ����,QWHUPHGLDWHV ����� ����� ����� ����� ����� ����� ����� �����'HSUHFLDWLRQ� ���� ���� ���� ���� ���� ���� ���� ����5HQW �� �� �� �� �� ��� �� �����2SHUDWLQJ�VXUSOXV������ ���� ���� ���� ���� ���� ���� ���� �������1RQ�RSHUDWLQJ�UHYHQXHV5HWXUQ�RQ�ILQDQFLDO�VHFXULWLHV �� �� �� �� ��� ��� ��� ���1HW�FDSLWDO�JDLQV� �� �� �� � �� ��� ��� ���2WKHUV��QHW�RI�LPSXWHG�LQWHUHVW� ���� ���� ���� ���� ���� ���� ���� �������1RQ�RSHUDWLQJ�H[SHQGLWXUH,QWHUHVW�SD\PHQWV ���� ���� ���� ���� ���� ���� ���� ����,QFRPH�WD[HV ��� ��� ��� ��� ���� ���� ���� ����2WKHUV��QHW�RI�LPSXWHG�LQWHUHVW� ���� ��� ��� ��� ���� ��� ��� ������1HW�QRQ�RSHUDWLQJ�LQFRPH������ ����� ����� ����� ����� ����� ����� ����� ��������3URILW�DIWHU�WD[HV������ ���� ���� ���� ���� ���� ���� ���� �������7RWDO�UHYHQXHV WRWDO�H[SHQGLWXUH ����� ����� ����� ����� ����� ����� ����� �����6RXUFH��&$30$6��)LQDQFLDO�DQG�(FRQRPLF�6WDWLVWLFV�IRU�3XEOLF�&RPSDQLHV ��YDULRXV�LVVXHV�

7DEOH�$���6DYLQJV�,QYHVWPHQW�*DS�DQG�LWV�6RXUFHV�RI�)LQDQFLQJ�����������������/(�PLOOLRQV�
������� ������� ������� ������� ������� �������D���*URVV�VDYLQJV ���� ���� ���� ���� ���� �������*URVV�,QYHVWPHQW ���� ���� ���� ����� ���� �������6DYLQJV�LQYHVWPHQW�JDS��� ��� ����� ���� ����� ����� ��� ����

���)LQDQFLQJ�RI�WKH�JDS�D��*RYHUQPHQW�ILQDQFLQJ E ���� ���� ���� ���� ��� ����
E��%DQN�RYHUGUDIW ���� ���� ���� ���� ���� ����
F��'HSUHFLDWLRQ ���� ���� ���� ���� ���� ����
G��2WKHUV F ����� ����� ����� ����� ����� �����D��([FOXGLQJ���������EHFDXVH�WKH�UHSRUWHG�GURS�LQ�IL[HG�DVVHWV�LQ�WKDW�\HDU�GLVWRUWHG�WKH�FDOFXODWLRQV�RILQYHVWPHQW�E��1HW�ILQDQFLDO�IORZ�IURP�JRYHUQPHQW�F��$�UHVLGXDO�LWHP�WKDW�LQFOXGHV�FKDQJHV�LQ�ILQDQFLDO�DVVHWV��FDVK��DFFRXQWV�UHFHLYDEOH��
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5HIHUHQFHV
(DVWHUO\��:LOOLDP��DQG�6HUJLR�5HEHOR��������³)LVFDO�3ROLF\�DQG�(FRQRPLF�*URZWK��$Q�(PSLULFDO�,QYHVWLJDWLRQ�´�-RXUQDO�RI�0RQHWDU\�(FRQRPLFV ���������������������
*DODO��$KPHG��/HUR\�-RQHV��3DQNDM�7DQGRQ��DQG�,QJR�9RJHOVDQJ��������:HOIDUH�&RQVHTXHQFHV�RI�6HOOLQJ�3XEOLF�(QWHUSULVHV���$Q�(PSLULFDO�$QDO\VLV�1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV�
-HIIHUVRQ��*DU\��7KRPDV�5DZVNL�DQG�<X[LQ�=KHQJ��������³*URZWK��(IILFLHQF\��DQG�&RQYHUJHQFH�LQ�&KLQD¶V�6WDWH�DQG�&ROOHFWLYH�,QGXVWU\´���(FRQRPLF�'HYHORSPHQW�DQG�&XOWXUDO�&KDQJHV�����������������
-RQHV��/HUR\�3���3DQNDM�7DQGRQ�DQG�,QJR�9RJHOVDQJ��������6HOOLQJ�3XEOLF�(QWHUSULVHV���$�&RVW�%HQHILW�0HWKRGRORJ\���&DPEULGJH��0DVV��0,7�3UHVV�
/HYLQH��5RVV�DQG�'DYLG�5HQHOW��������³$�6HQVLWLYLW\�$QDO\VLV�RI�&URVV�&RXQWU\�*URZWK�5HJUHVVLRQV�´�$PHULFDQ�(FRQRPLF�5HYLHZ��6HSWHPEHU�
6DFKV��-HIIUH\��������³$FKLHYLQJ�5DSLG�*URZWK��7KH�5RDG�$KHDG�IRU (J\SW�´�'LVWLQJXLVKHG�/HFWXUH�6HULHV��7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV�
7RUUHV��&OHPHQFLD��������³+RZ�DQG�+RZ�0XFK�FDQ�3XEOLF�(QWHUSULVHV�LQ�,QGLD�&RQWULEXWH�WR�1DWLRQDO�6DYLQJV´��:RUOG�%DQN�PLPHR�
:RUOG�%DQN��������³(J\SW��5HYLHZ�RI�WKH�)LQDQFHV�RI�WKH�'HFHQWUDOL]HG�3XEOLF�6HFWRU´��5HSRUW�1R�������
:RUOG�%DQN��������%XUHDXFUDWV�LQ�%XVLQHVV��7KH�(FRQRPLFV�DQG�3ROLWLFV�RI�*RYHUQPHQW�2ZQHUVKLS��2[IRUG�8QLYHUVLW\�3UHVV�
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