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,Q�UHFHQW�\HDUV��PRQHWDU\�DXWKRULWLHV�DURXQG�WKH�ZRUOG�KDYH�LQFUHDVLQJO\�IRFXVHG�RQ�LPSOHPHQWLQJ�SROLFLHV�WR�HQVXUH�SULFH�VWDELOLW\��$W�WKH�VDPH�WLPH��ILQDQFLDO�PDUNHW�GHYHORSPHQWV�KDYH�DOORZHG�SXEOLF�GHEW�PDQDJHUV�WR�IRFXV�PRUH�RQ�FRVW�PLQLPL]DWLRQ��/DXUHQV�DQG�3LHGUD���������7KHVH�WZR�WUHQGV�PDGH�FRRUGLQDWLRQ�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV�DQG RSHUDWLRQV�DVVXPH�SDUWLFXODU�VLJQLILFDQFH�WR�DYRLG�FRXQWHUSURGXFWLYH�EHKDYLRU���7KLV�LV�HVSHFLDOO\�WUXH�IRU�HFRQRPLHV�LQ�WUDQVLWLRQ�EHFDXVH�WKHLU�ILQDQFLDO�PDUNHWV��LQ�WKH�EURDG�VHQVH��DUH�QRW�IXOO\�PDWXUH�DQG�DFFRUGLQJO\�PRQHWDU\�DQG�GHEW�PDQDJHPHQW�FDQQRW�VWULFWO\�EH�VHSDUDWHG��6DQGDUDUDMDQ�HW�DO���������7KH�LVVXH�EHFRPHV�HYHQ�PRUH�FULWLFDO�ZKHQ�WKH�FRXQWU\�IROORZV�D�IOH[LEOH�H[FKDQJH�UDWH�UHJLPH�,Q�WKH�FDVH�RI�(J\SW��ILVFDO��PRQHWDU\�DQG�ILQDQFLDO�UHIRUPV�SOD\HG�D�NH\�UROH�LQ�LWV�RYHUDOO�VWUXFWXUDO�DGMXVWPHQW�SURJUDP�DSSOLHG�VLQFH�WKH�EHJLQQLQJ�RI�WKH�����V��7KH�VXFFHVV�RI�VXFK�UHIRUPV�ZDV��WR�D�ODUJH�H[WHQW��D�UHVXOW�RI�IXOO�FRRUGLQDWLRQ�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV�DQG�RSHUDWLRQDO�PDQDJHPHQW��3ROLF\�WDUJHWV�ZHUH�FRQVLVWHQWO\�VHW��%HLQJ�D�QHZO\�OLEHUDOL]HG�HFRQRP\�ZLWK�DQ�HPHUJLQJ�ILQDQFLDO�PDUNHW��WKH�SOD\LQJ�ILHOG�IRU�ERWK�ZDV�WKH�SULPDU\�PDUNHW�DQG�WKH�LQVWUXPHQW�ZDV�VKRUW�WHUP�JRYHUQPHQW�VHFXULWLHV��L�H��7UHDVXU\�%LOOV��7%V����)LVFDO�SROLF\�UHIRUPV�WR�UHGXFH�EXGJHW�GHILFLW�ZHUH�SULPDULO\�DLPHG�DW HQKDQFLQJ�UHYHQXH��UHGXFLQJ�VXEVLGLHV��VHSDUDWLQJ�SXEOLF�FRPSDQLHV�IURP�WKH�EXGJHW� DWWUDFWLQJ�IRUHLJQ�JUDQWV��DQG�OLPLWLQJ�QHZ�HPSOR\PHQW�LQ�WKH�SXEOLF�VHFWRU��3XEOLF�GHEW�PDQDJHPHQW�DOVR�EHFDPH�PDUNHW�RULHQWHG�UHO\LQJ�RQ�7%V�WR�ILQDQFH�WKH�GHILFLW��0RQHWDU\�SROLF\��RQ�WKH�RWKHU�KDQG��XVHG�7%V�WR�VWHULOL]H�WKH�HIIHFWV�RI�H[FHVVLYH�FDSLWDO�LQIORZV�LQ�RUGHU�WR�DFKLHYH�VWDELOLW\�LQ�WKH�QRPLQDO�H[FKDQJH�UDWH��DV�D�PDFUR�SROLF\�DQFKRU���DQG�UHGXFH�WKH�UDWH�RI�LQIODWLRQ��7KHUH�ZDV�D�JUHDW�GHDO�RI�KDUPRQ\�EHWZHHQ�WKH�WZR�SROLFLHV�DQG�LQVWUXPHQWV�XVHG���)URP�WKH�RSHUDWLRQDO�SRLQW�RI�YLHZ��FRRUGLQDWLRQ�HQVXUHG�WKDW�WKH�LVVXDQFH�RI�7%V�ZDV�XQGHUWDNHQ�VPRRWKO\�DQG�HIILFLHQWO\�E\�WKH�&%(�XQGHU�LWV�PDQGDWHV�JRYHUQLQJ�WKHVH�RSHUDWLRQV�,Q�WKH�ODVW�IHZ�\HDUV��KRZHYHU��FRRUGLQDWLRQ�KDV�EHFRPH�PRUH�GHPDQGLQJ��7KH�EXGJHW�GHILFLW�H[FHHGHG�WDUJHWHG�UDWHV�LQ�����������DQG�����������± D�WLPH�ZKHQ�WKH�%DODQFH�RI�3D\PHQWV��%23��ZDV�ZHDNHQLQJ�DQG�WKH�H[FKDQJH�UDWH�ZDV�XQGHU�SUHVVXUH��$GGLWLRQDOO\��WKH�0LQLVWU\�RI�)LQDQFH��02)��DQQRXQFHG�LQ�6HSWHPEHU�RI������LWV�LQWHQWLRQ�WR�HVWDEOLVK�D�QHZ�GHEW�PDQDJHPHQW�XQLW�DW�WKH�0LQLVWU\�WKDW�ZLOO�IRFXV�RQ�FRVW�PLQLPL]DWLRQ�RI�GHEW�VHUYLFH�DQG�WKH�DWWUDFWLRQ�RI�IRUHLJQ�LQYHVWPHQW���:KLOH�WKLV�DQQRXQFHPHQW�VHHPHG�WR�EH�DVWHS�LQ�WKH�ULJKW�GLUHFWLRQ��LW�FUHDWHG�D�FRQVLGHUDEOH�GHJUHH�RI�XQFHUWDLQW\�DERXW�WKH�IXWXUH�VLQFH�LW�ZDV�PDGH�ZLWKRXW�VSHFLILF�UHIHUHQFH�WR�WKH�PDQGDWHV�RU�EDQNLQJ�DQG�FUHGLW�ODZV�JRYHUQLQJ�WKH�&%(¶V�GHEW�PDQDJHPHQW�DFWLYLWLHV��RU�WR�WKH�DQWLFLSDWHG�PRGH�RI�
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FRRUGLQDWLRQ�WKDW�ZRXOG�HQDEOH�WKH�&%(�WR�FRQGXFW�PRQHWDU\�SROLF\�XVLQJ�RSHQ�PDUNHW�RSHUDWLRQV��202��LQ�JRYHUQPHQW�VHFXULWLHV��,Q�YLHZ�RI�WKHVH�GHYHORSPHQWV��WKLV�SDSHU�VHHNV�WR�FRQWULEXWH�WR�WKH�GLVFXVVLRQ�RI�IXWXUH�FRRUGLQDWLRQ�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV�DQG�RSHUDWLRQV LQ�(J\SW�E\�VHDUFKLQJ�IRU�WKH�EHVW�VHW�RI�DUUDQJHPHQWV�ZLWKLQ�WKH�IUDPHZRUN�RI�WKH�SUHVHQW�VWDJH�RI�WKH�ILQDQFLDO�PDUNHW�DQG�WKH�QHZ�H[FKDQJH�UDWH�UHJLPH�7KLV�SDSHU�LV�RUJDQL]HG�DV�IROORZV� )ROORZLQJ�WKLV�LQWURGXFWLRQ� 6HFWLRQ�,,�GHDOV�EULHIO\�DQG�EURDGO\�ZLWK�WKH�UDWLRQDOH�IRU�PRQHWDU\�DQG�ILVFDO�SROLF\ FRRUGLQDWLRQ�DQG�WKHQ�LGHQWLILHV�WKH�DSSURSULDWH�PRGH�RI�FRRUGLQDWLRQ�IRU�WKH�GLIIHUHQW�SKDVHV�RI�ILQDQFLDO�GHYHORSPHQW�XQGHU�WKHLU�SUHYDLOLQJ�H[FKDQJH�UDWH�UHJLPHV��6HFWLRQ�,,,�LGHQWLILHV�(J\SW¶V�H[FKDQJH�UDWH�UHJLPH�DQG�WKH�VWDJH�RI�GHYHORSPHQW�RI�LWV�ILQDQFLDO�PDUNHWV��6HFWLRQ�,9�H[SORUHV�WKH�FRRUGLQDWLRQ�EHWZHHQ�PRQHWDU\�DQG�ILVFDO�SROLFLHV�DQG�RSHUDWLRQV�LQ�(J\SW�GXULQJ�WKH�����V��GLIIHUHQWLDWLQJ�EHWZHHQ�WKH�WZR�GLVWLQFW�SHULRGV�RI�����������±����������DQG����������������������DQG�DQDO\]HV�WKH�LPSOLFDWLRQV�RI�VXFK�FRRUGLQDWLRQ��6HFWLRQ�9�GLVFXVVHV�RSWLRQV�IRU�IXWXUH�PRGHV�RI�FRRUGLQDWLRQ�LQ�(J\SW�E\�GLVFXVVLQJ�WKH�W\SHV�RI�SROLF\�REMHFWLYHV��LQVWUXPHQWV��RSHUDWLRQV��DQG�LQVWLWXWLRQDO�DQG�OHJDO�DUUDQJHPHQWV�WKH\�ZLOO�UHTXLUH���)LQDOO\��6HFWLRQ�9,�FRQFOXGHV�WKH�VWXG\��
,,��5DWLRQDOH�DQG�'HWHUPLQDQWV�RI�0RQHWDU\�DQG�)LVFDO�&RRUGLQDWLRQ
5DWLRQDOH7KH�XOWLPDWH�JRDO�RI�PDFURHFRQRPLF�SROLF\�LV�WR�DFKLHYH�VXVWDLQDEOH�HFRQRPLF�JURZWK��SULFH�VWDELOLW\��DQG�YLDEOH�H[WHUQDO�DFFRXQWV��WKH�RYHUDOO�EDODQFH�RI�SD\PHQWV�DQG�WKH�VXE�EDODQFHV���,Q�DQ�RSHQ�HFRQRP\��L�H��RQH�ZLWK�OLEHUDO�WUDGH�DQG�FDSLWDO�PRYHPHQWV��WKH�FRRUGLQDWLRQ�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV�LV�HVVHQWLDO�VLQFH�PHDVXUHV�WDNHQ�LQ�HLWKHU�RI�WKH�WZR�LQHYLWDEO\�DIIHFW�WKH�RWKHU��/DFN�RI�SROLF\�FRRUGLQDWLRQ�KDV�PDQ\�SRWHQWLDO�QHJDWLYH�HIIHFWV��IURP�ILQDQFLDO�LQVWDELOLW\�WR�YHU\�ORZ�RYHUDOO�HFRQRPLF�SHUIRUPDQFH��/D[�ILVFDO�SROLF\�LQ�UHDFWLRQ�WR�D�UHFHVVLRQ��IRU�H[DPSOH��ZLOO�SXW�SUHVVXUH�WR�WLJKWHQ�PRQHWDU\ SROLF\��HYHQ�LI�WKH�ODWWHU�FDQQRW�IXOO\�FRPSHQVDWH�IRU�WKH�ILVFDO�LPEDODQFH��8QGHU�VXFK�FRQGLWLRQV��PRQHWDU\�SROLF\�PLJKW�QRW�DFKLHYH�SULFH�VWDELOLW\��6LPLODUO\��D�WLJKW�PRQHWDU\�SROLF\�LQ�WKH�IDFH�RI�ODUJH�FDSLWDO�LQIORZV�PD\�KDYH�EXGJHWDU\�LPSOLFDWLRQV�DV�LW�PD\�DIIHFW�WKH�VL]H�RI�WKH�GHILFLW��WKH�OHYHO�RI�GHEW��HWF��WKURXJK�VHLJQLRUDJH��VWHULOL]DWLRQ��DQG�VZDSSLQJ�HIIHFWV��7KLV�LQWHUDFWLRQ�FDQ�EH�VHHQ�IURP�WKH�IROORZLQJ�JRYHUQPHQW�EXGJHW�FRQVWUDLQW�VWDWHG�E\�6XQGDUDUDMDQ�HW��DO��������$QQXDO�EXGJHW�GHILFLW� �1HW�ERQG�LVVXH�WR�QRQ�&%�SDUWLHV���&%�FUHGLW�WR�WKH�JRYHUQPHQW
� 6HH�0RPL�'DKDQ��������IRU�D�GHWDLOHG�GLVFXVVLRQ�RI�WKLV�WRSLF�
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&HUWDLQO\��ZKHQ�WKH�JRYHUQPHQW�ERUURZV�IURP�WKH�&HQWUDO�%DQN��&%���WKLV�UHVXOWV�LQ�DQ�LQFUHDVH�LQ�WKH�PRQHWDU\�EDVH��FXUUHQF\�LQ�FLUFXODWLRQ�DQG�EDQNV�UHVHUYHV���,Q�D�FRXQWU\�OLNH�(J\SW�ZKHUH�WKH�ILQDQFLDO�PDUNHW�LV�VWLOO�GHYHORSLQJ�DQG�LWV�DEVRUSWLRQ�RI�JRYHUQPHQW�VHFXULWLHV�DUH�OLPLWHG��ILVFDO�DXWKRULWLHV�DQG�WKH�&%�FDQQRW�WDNH�GHFLVLRQV�LQGHSHQGHQWO\�DERXW�WKH�VL]H�RI�WKH�ILVFDO�GHILFLW��)XUWKHUPRUH��EHFDXVH�QHLWKHU�WKH�LQWHUHVW�UDWHV�QRU�WKH�H[FKDQJH�UDWH�DUH�IOH[LEOH��DGMXVWPHQW�WR�EULQJ�DERXW�WKH�QHFHVVDU\�DOLJQPHQW�WR�VDWLVI\�WKH�HTXDWLRQ��JRYHUQPHQW�EXGJHW�FRQVWUDLQW��LV�ODFNLQJ��3ROLF\�FRRUGLQDWLRQ�VKRXOG�WKHUHIRUH�EH�XQGHUWDNHQ�LQ�WZR�GLIIHUHQW�WLPH�IUDPHV�
�� ,Q�WKH�VKRUW�WHUP� WKH�NH\�REMHFWLYH�IRU�ERWK�PRQHWDU\�SROLF\�DQG�SXEOLF�GHEW�PDQDJHPHQW�VKRXOG�EH�WR�HVWDEOLVK�ZHOO�IXQFWLRQLQJ�ILQDQFLDO�PDUNHWV�E\�ZD\�RI�SULFH�VWDELOLW\��� ,Q�WKH�ORQJHU�WHUP��SROLF\�FRRUGLQDWLRQ�VKRXOG�DLP�DW�GHVLJQLQJ�D�EDODQFHG�PRQHWDU\�DQG�ILVFDO�PL[�WKDW�LV�FRQGXFLYH�WR�PDLQWDLQLQJ�WKH�HFRQRP\�RQ�LWV�HTXLOLEULXP�JURZWK�SDWK��7KLV�LPSOLHV�OLPLWLQJ�WKH�ILVFDO�GHILFLW�WR�D�OHYHO�WKDW�FDQ�EH�ILQDQFHG�WKURXJK�WKH�RSHUDWLRQ�RI�WKH�FDSLWDO�PDUNHW�ZLWKRXW�FUHDWLQJ�GLVWRUWLRQV�LQ�WKH�DOORFDWLRQ�RI�UHVRXUFHV�LQ�WKH�HFRQRP\�

'HWHUPLQDQWV�RI�&RRUGLQDWLRQ�
7KH�UDWLRQDOH�EHKLQG�WKH�SROLF\�FRRUGLQDWLRQ�GLVFXVVHG�DERYH�PLJKW�VHHP�WR�VXJJHVW�WKDW�VLPLODU�FRRUGLQDWLRQ�LV�QHHGHG�LQ�DOO�HFRQRPLHV��+RZHYHU��WKLV�ZRXOG�RQO\�EH�WUXH�LI�DOO�HFRQRPLHV�ZHUH�DOLNH���,Q�DFWXDOLW\��WKH�IRUP�RI�FRRUGLQDWLRQ�UHTXLUHG�ODUJHO\�GHSHQGV�RQ�D�FRXQWU\¶V�H[FKDQJH�UDWH�UHJLPH�DQG�WKH�GHSWK�RI�LWV�GRPHVWLF�ILQDQFLDO�PDUNHWV��:KHUHDV�WKH�GHSWK�RI�ILQDQFLDO�PDUNHWV�GHWHUPLQHV�WKH�GHJUHH�RI�LQGHSHQGHQFH�LQ�GHFLVLRQ�PDNLQJ�DQG�LQ�LQVWUXPHQWV�XVHG�E\ WKH�PRQHWDU\�DQG�ILVFDO�DXWKRULWLHV��WKH�H[FKDQJH�UDWH�UHJLPH�GHWHUPLQHV�WKH�UHODWLYH�VWUHQJWK�RI�WKH�UROH�WKDW�HDFK�SROLF\�LV�SOD\LQJ�LQ�WKH�HFRQRP\���,Q�RUGHU�IRU�SROLF\�FRRUGLQDWLRQ�WR�EH�HIIHFWLYH��HDFK�FRXQWU\�PXVW�FOHDUO\�LGHQWLI\�WKHLU�H[FKDQJH�UDWH�UHJLPH�DQG�WKH�GHSWK�RI�WKHLU�ILQDQFLDO�PDUNHWV��DQG�WKHQ�GHYLVH�D�SODQ�DFFRUGLQJO\���6XFK�DVVHVVPHQW�LV�PRUH�GLIILFXOW�WKDQ�RQH�PLJKW�WKLQN���7KLV�LV�EHFDXVH�RI�WKH�GLYHUVLW\�RI�H[FKDQJH�UDWH�UHJLPHV�DQG�WKH�VWDJHV�RI�ILQDQFLDO�PDUNHW�GHYHORSPHQW���,Q�ZKDW�IROORZV��D�GHVFULSWLRQ�RI�WKH�GLIIHUHQW�H[FKDQJH�UDWH�UHJLPHV�WKDW�FRXQWULHV�PD\�DGRSW�LQ�SUDFWLFH�LV�JLYHQ��7KH�SDSHU�WKHQ�PRYHV�RQ�WR�JLYH�D�EULHI�VXPPDU\�RI�ILQDQFLDO�PDUNHW�GHYHORSPHQW�RYHU�WLPH��RXWOLQLQJ�IRXU�GLVWLQFW�SKDVHV�RI�PDUNHW�PDWXULW\�DQG�WKH�DVVRFLDWHG�PRGH�RI�FRRUGLQDWLRQ�WKDW�HDFK�UHTXLUHV�
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7KH�H[FKDQJH�UDWH�UHJLPH&RRUGLQDWLRQ�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV�GLIIHUV�XQGHU�GLIIHUHQW�H[FKDQJH�UDWH�UHJLPHV�EHFDXVH�RI�WKH�UHODWLYH�LPSRUWDQFH�RI�WKH�UROHV�SOD\HG�E\�HDFK�� 7KH�IROORZLQJ�VXPPDUL]HV�WKH�UROH�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV�XQGHU�IL[HG�YV��IOH[LEOH�H[FKDQJH�UDWH�UHJLPHV��([FKDQJH�5DWH�5HJLPH 2WKHU�&KDUDFWHULVWLFV�RI�WKH�(FRQRP\ 3ROLF\�(IIHFWLYHQHVV
)L[HG 3HUIHFW�FDSLWDO�PRELOLW\�/DUJH�YROXPH�RI�WUDGHG�JRRGV )LVFDO�SROLF\�HIIHFWLYH�LQ�LQIOXHQFLQJ�DJJUHJDWH�GHPDQG�0RQHWDU\�SROLF\�LQHIIHFWLYH�DQG�LQWHUHVW�UDWHV�ZLOO�DOZD\V�EH�HTXDO�WR�LQWHUQDWLRQDO�RQH�)L[HG /HVV�SHUIHFW�FDSLWDO�PRELOLW\/DUJH�YROXPH�RI�QRQ�WUDGHG�JRRGV 0RQHWDU\�SROLF\�DQG�)LVFDO�SROLF\�SOD\V�DFWLYH�5ROHV�LQ�LQIOXHQFLQJ�DJJUHJDWH�GHPDQG���ERWK�HIIHFWLYH�)OH[LEOH 3HUIHFW�FDSLWDO�PRELOLW\�/DUJH�YROXPH�RI�WUDGHG�JRRGV 6ROHO\�PRQHWDU\�SROLF\�HIIHFWLYH�([WHUQDO�VKRFN�DEVRUEHU�)OH[LEOH /HVV�SHUIHFW�FDSLWDO�PRELOLW\/DUJH�YROXPH�RI�QRQ�WUDGHG�JRRGV )LVFDO�SROLF\�DQG�PRQHWDU\�SROLF\�ERWK�HIIHFWLYH�WKURXJK�LQWHUHVW�UDWH�DQG�H[FKDQJH�UDWH�PRYHPHQWV�

%XW�IL[HG�DQG�IOH[LEOH�H[FKDQJH�UDWH�UHJLPHV�DUH�RQO\�WKH�SRODU�FDVHV��7KHUH�DUH�PDQ\�W\SHV�LQ�EHWZHHQ��7KH�,0)�FDWHJRUL]DWLRQ�RI�H[FKDQJH�UDWH�DUUDQJHPHQWV�LGHQWLILHV�WKH�IROORZLQJ�HLJKW�W\SHV�RI�H[FKDQJH�UDWH�UHJLPHV�
�� ([FKDQJH�UDWH�DUUDQJHPHQWV�ZLWK�QR�VHSDUDWH�OHJDO�WHQGHU��� &XUUHQF\�ERDUG�DUUDQJHPHQWV��� 2WKHU�FRQYHQWLRQDO�IL[HG�SHJV��LQFOXGLQJ�WKH�GH�IDFWR SHJ�XQGHU�PDQDJHG�IORDWLQJ���� 3HJJHG�H[FKDQJH�UDWHV�ZLWKLQ�KRUL]RQWDO�EDQGV��FRRSHUDWLYH�RU�RWKHU�EDQGV���� &UDZOLQJ�SHJV��� ([FKDQJH�UDWHV�ZLWKLQ�FUDZOLQJ�EDQGV��� 0DQDJHG�IORDWLQJ�ZLWK�QR�SUH�DQQRXQFHG�SDWK��� ,QGHSHQGHQWO\ IORDWLQJ�

� 7KH�H[FKDQJH�UDWH�UHJLPH�UHIOHFWV�D�ORQJHU�WHUP�FRPPLWPHQW�RI�D�FRXQWU\¶V�QDWLRQDO�SROLFLHV�WR�KDYH�D�FHUWDLQ�EHKDYLRU�RI�LWV�H[FKDQJH�UDWH�YLV�j�YLV�WKH�FXUUHQFLHV�RI�RWKHU�FRXQWULHV��7KH�V\VWHP�LV�H[SHFWHG�WR�SHUVLVW�RYHU�D�PRUH�H[WHQGHG�SHULRG�RI�WLPH�LQ�RUGHU�WR�SURYLGH�D�VWDEOH�DWPRVSKHUH�IRU�EXVLQHVV�WR�PDNH�GHFLVLRQV��DQG�WKXV�PDNH�WKH�HFRQRPLF�V\VWHP�IXQFWLRQ�RQ�D�VXVWDLQDEOH�EDVLV��VHH�0XVVD��������
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1RUPDOO\��LQGLYLGXDOV�LGHQWLI\�D�FRXQWU\¶V�H[FKDQJH�UHJLPH�LQ�DFFRUGDQFH�ZLWK�WKH�RIILFLDO�FODVVLILFDWLRQ�GHHPHG�E\�DXWKRULWLHV�DQG�SXEOLVKHG�E\�WKH�,0)��+RZHYHU��VHYHUDO�RWKHU�PHWKRGV�RI�FODVVLILFDWLRQ�GR�H[LVW���:KLOH�WKHVH�V\VWHPV�GR�QRW�GLIIHU�ODUJHO\�LQ�WKH�W\SHV�RI�UHJLPHV�WKH\�LGHQWLI\��VXFK�DV�D�SHJJHG�RU�D�IORDWLQJ�UHJLPH���WKH\�GR�GLIIHU�VLJQLILFDQWO\�LQ�WKH�PHWKRGRORJ\�WKH\�XVH�WR�GHWHUPLQH WKDW�UHJLPH��$FNQRZOHGJLQJ�WKDW�FRXQWULHV�PD\�DFWXDOO\�EH�IROORZLQJ�D�UHJLPH�GLIIHUHQW�IURP�ZKDW�WKH\�GHFODUH��<D\DWL�DQG�6WXU]HQHJJHU��������GHYHORSHG�D�VWDWLVWLFDO�WHVW�EDVHG�RQ�WKUHH�PDLQ�LQGLFDWRUV�LQ�RUGHU�WR�LGHQWLI\�WKH�V\VWHP�LQ�SUDFWLFH���7KHVH�LQGLFDWRUV�DUH��
�� 7KH�YRODWLOLW\�RI�WKH�H[FKDQJH�UDWH�PHDVXUHG�E\�WKH�DEVROXWH�PRQWKO\�SHUFHQWDJH�FKDQJH�LQ�WKH�QRPLQDO�H[FKDQJH�UDWH�GXULQJ�WKH�\HDU��� 7KH�YRODWLOLW\�RI�H[FKDQJH�UDWH�FKDQJHV�PHDVXUHG�E\�WKH�VWDQGDUG�GHYLDWLRQ�RI�WKH�PRQWKO\�SHUFHQWDJH�FKDQJHV�LQ�WKH�H[FKDQJH�UDWH�GXULQJ�WKH�\HDU��DQG�� 7KH�YRODWLOLW\�RI�UHVHUYHV� PHDVXUHG�E\�WKH�\HDUO\�DYHUDJH�RI�WKH�DEVROXWH�PRQWKO\FKDQJH�LQ�LQWHUQDWLRQDO�UHVHUYHV�UHODWLYH�WR�WKH�PRQHWDU\�EDVH�ODJJHG�RQH�PRQWK��LQ�RUGHU�WR�SUR[\�WKH�PRQHWDU\�LPSDFW�RI�WKHVH�FKDQJHV��$FFRUGLQJ�WR�<D\DWL�DQG�6WXU]HQHJJHU��WKLV�LV�FDOFXODWHG�E\�VXEWUDFWLQJ�JRYHUQPHQW�GHSRVLWV�DW�WKH�FHQWUDO�EDQN�IURP�LWV�QHW�IRUHLJQ�DVVHWV��LQ�RUGHU�WR�FRUUHFW�IRU�YDULDWLRQV�LQ�LQWHUQDWLRQDO�UHVHUYHV�WKDW�GR�QRW�OHDG�WR�FKDQJHV�LQ�EDVH�PRQH\��DQG�GLYLGH�LWV�PRQWKO\�FKDQJH�E\�WKH�PRQHWDU\�EDVH�ODJJHG�RQH�PRQWK�%DVHG�RQ�WKH�DVVHVVPHQW�RI�WKHVH�WKUHH�LQGLFDWRUV��D�FRXQWU\�LV�FODVVLILHG�DFFRUGLQJ�WR�WKH�IROORZLQJ�WDEOH�RI�UHIHUHQFH� �7DEOH����,GHQWLILFDWLRQ�RI�WKH�([FKDQJH�5DWH�5HJLPH��<D\DWL�DQG�6WXU]HQHJJHU¶V�ERXQGDULHV�IRU�LQGLFDWRU�EHKDYLRU&KDUDFWHULVWLFV�RI�LQGLFDWRU�EHKDYLRU 7KH�ERXQGDULHV����9RODWLOLW\�RI�([FKDQJH�5DWH

6WDQGDUG�'HYLDWLRQ�RI�([FKDQJH�5DWH
9RODWLOLW\�RI�,QWHUQDWLRQDO�5HVHUYHV

9RODWLOLW\�RI�([FKDQJH�5DWH
6WDQGDUG�'HYLDWLRQ�RI�([FKDQJH�5DWH

9RODWLOLW\�RI�,QWHUQDWLRQDO�5HVHUYHV0LQ 0D[ 0LQ 0D[ 0LQ 0D[
7\SH�RI�UHJLPH

/RZ /RZ +LJK ��� ��� ��� ��� ���� ���� )L[HG
0HG��KLJK /RZ 0HG�KLJK ��� ��� ��� ���� ��� ���� &UDZOLQJ�3HJ��'LUW\�)ORDW0HG 0HG 0HG ��� ���� ���� ���� ��� ���� 'LUW\�)ORDW+LJK +LJK /RZ ��� ��� ��� ��� ��� ���� )ORDW1RWH���:KHQ�WKH�EHKDYLRU�RI�DOO�WKUHH�LQGLFDWRUV�LV�ORZ��WKH�V\VWHP�LV�LQFRQFOXVLYH��L�H��FDQQRW�EH�FODVVLILHG��� %DVHG�RQ�1HW�)RUHLJQ�$VVHWV��1)$�6RXUFH� <D\DWL�DQG�6WXU]HQHJJHU�������

� 7KLV�WDEOH�VXPPDUL]HV�WKH�UHVXOWV�RI�XVLQJ�WKH�.�PHDQV�SURFHGXUH�RI�FOXVWHU�DQDO\VLV��DIWHU�HOLPLQDWLQJ�DOO�\HDUO\�REVHUYDWLRQV�IRU�ZKLFK�RQH�RI�WKH�YDULDEOHV�ZDV�XQDYDLODEOH�DQG�DIWHU�QRUPDOL]LQJ���)RU�GHWDLOV�RQ�WKLV�VWDWLVWLFDO�PHWKRG��VHH�$XGHUEHUJ���������
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7KLV�VWDWLVWLFDO�PHWKRG�HQDEOHG�<D\DWL�DQG�6WXU]HQHJJHU�WR�LGHQWLI\�WKH�H[FKDQJH�UDWH�UHJLPH�RI�VRPH����FRXQWULHV�LQ�WKHLU������VWXG\��WKH�UHVXOWV�RI�ZKLFK�RIWHQ GLIIHUHG�IURP�WKH�,0)�FODVVLILFDWLRQ���)UDQNHO�� RQ�WKH�RWKHU�KDQG��GHYHORSHG�D�V\VWHP�WKDW�GLIIHUHQWLDWHV�EHWZHHQ�QLQH�UHJLPHV��HLJKW�RI�ZKLFK�EURDGO\�FRUUHVSRQG�WR�WKH�,0)�FDWHJRUL]DWLRQ��+RZHYHU��XQOLNH�WKH�,0)�V\VWHP��KH�LGHQWLILHV�D�QLQWK�UHJLPH�WHUPHG�WKH�³WDUJHW�]RQH´��ZKLFK�FDQ�IDOO�XQGHU�DQ\�RI�WKH�QRQ�IL[HG�DUUDQJHPHQWV�7KH�WKUHH�FODVVLILFDWLRQ�V\VWHPV�FRPSDUH�DV�IROORZV�&ODVVLILFDWLRQ�RI�WKH�([FKDQJH�5DWH�5HJLPHV
<D\DWL�DQG�6WXU]HQHJJHU )UDQNHO ,0)
)L[HG &XUUHQF\�8QLRQ

&XUUHQF\�%RDUG
7UXO\�)L[HG

1R�VHSDUDWH�OHJDO�WHQGHU
&XUUHQF\�%RDUG
2WKHU�FRQYHQWLRQDO�IL[HG�SHJ

&UDZOLQJ�3HJ $GMXVWDEOH�SHJ
&UDZOLQJ�SHJ
%DVNHW�EHJ

:LWKLQ�FUDZOLQJ�EDQG
&UDZOLQJ�SHJ
3HJJHG�ZLWKLQ�KRUL]RQWDO�EDQG

'LUW\�)ORDW 0DQDJHG�)ORDW 0DQDJHG�IORDWLQJ
)OH[LEOH )UHH�)ORDW ,QGHSHQGHQWO\�IORDWLQJ
1RWHV���$V�<D\DWL�DQG�6WXU]HQHJJHU�LQGLFDWHG��ZKHQ�WKH�UDWH�KLWV�RQH�RI�WKH�EDQGV��LW�EHKDYHV�DV�D�FUDZOLQJ�SHJ��LI�LW���IOXFWXDWHV�ZLWKLQ�WKH�EDQG��LW�EHKDYHV�DV�D�IORDW��DQG�LI�WKHUH�LV�LQWUD�PDUJLQDO�LQWHUYHQWLRQ��LW�LV�D�GLUW\�IORDW�7KH�³WDUJHW�]RQH´�FODVVLILHG�E\�)UDQNHO��QLQWK�UHJLPH���WKH�DUUDQJHPHQW�FDQ�EH�LGHQWLILHG�XQGHU�DQ\�RI�WKH�ODVW�WKUHH�H[FKDQJH�UDWH�UHJLPHV�

&RQVLGHULQJ�WKDW�<D\DWL�DQG�6WXU]HQHJJHU�V\VWHP�RI�HYDOXDWLRQ�LV�EDVHG�RQ�DFWXDO�UDWKHU�WKDQ�GHFODUHG�V\VWHPV�RI�RSHUDWLRQ��LW�VHHPV�WKDW�LW�PD\�EH�PRUH�XVHIXO�IRU�GHWHUPLQLQJ�(J\SW¶V�H[FKDQJH�UDWH��ZKLFK�ZLOO�IROORZ�ODWHU�LQ�WKH�VWXG\���7KH�GHSWK�RI�GRPHVWLF�ILQDQFLDO�PDUNHWV$V�WR�WKH�GHSWK�RI�WKH�GRPHVWLF�ILQDQFLDO�PDUNHWV��IRXU�GLVWULFW�SKDVHV�RI�PDUNHW�PDWXULW\� DQG�WKHLU�UHTXLUHG�PRGHV�RI�FRRUGLQDWLRQ�LV�VXPPDUL]HG�LQ�WKH�IROORZLQJ�WDEOH�

� -HIIUH\�)UDQNHO���������DQG�,0)�VXUYH\�QR������$XJXVW�������� 0RUH�HODERUDWLRQ�RI�WKHVH�SKDVHV�FDQ�EH�IRXQG�LQ��/DXUHQV�DQG�3LHGUD��������
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3KDVHV )UDPHZRUN�RI�&RRUGLQDWLRQ3KDVH�,1R�RU�D�WLQ\�PDUNHW�IRU�VHFXULWLHV ,Q� WKLV� SKDVH�� WKH� &%� WHQGV� WR� ILQDQFH� ILVFDO� GHILFLWV� DOPRVW� HQWLUHO\��)RUPDO� UXOHV� WR� OLPLW� &%� ILQDQFLQJ� RI� WKH� EXGJHW� DUH� QHHGHG� WR� DYRLG�H[FHVVLYH� H[SDQVLRQ� LQ� GRPHVWLF� FUHGLW� DQG� PRQH\� FUHDWLRQ�� $� EURDG�PRQH\�SURJUDPPLQJ�IUDPHZRUN�IRU�FRRUGLQDWLRQ�WKDW�SURMHFWV�WKH�GHPDQG�IRU�PRQH\�DQG�WKH�VRXUFHV�RI�GRPHVWLF�FUHGLW�LV�XVHIXO�3KDVH�,,,QLWLDO�VWDJH�RI�PDUNHW�GHYHORSPHQW ,Q�WKLV�SKDVH��WKH�ILQDQFLDO�PDUNHW�ZLWQHVVHV�WKH�LQWURGXFWLRQ�RI�VKRUW�WHUP�JRYHUQPHQW� VHFXULWLHV� �7%V��� WKH� LQWHUEDQN� PDUNHW� LV� VWLOO� LPPDWXUH�� WKH�VHFRQGDU\� PDUNHW� LV� QRW� \HW� GHYHORSHG�� DQG� LQWHUHVW� UDWHV DUH� VWLOO�FRQWUROOHG� E\� WKH� DXWKRULWLHV� RU� DUH�� DW� EHVW�� LQVXIILFLHQWO\� IOH[LEOH��&RRUGLQDWLRQ� WR� UHGXFH� WKH� FRVWV� RI� GHEW� VHUYLFH� ZKLOH� HQVXULQJ� WKH�DWWDLQPHQW�RI�PRQHWDU\�SROLF\�REMHFWLYHV�ZRXOG�VWLOO�EH�XQGHUWDNHQ�ZLWKLQ�WKH�IUDPHZRUN�RI�EURDG�PRQH\�SURJUDPPLQJ�DQG�WKH�XVH�RI�7%V�DQG�RWKHU�LQGLUHFW�LQVWUXPHQWV�RI�PRQHWDU\�SROLF\��3KDVH�,,,/HVV�WKDQ�IXOO\�GHYHORSHG�ILQDQFLDO�PDUNHW
,Q� WKLV� SKDVH�� WKHUH� LV� VRPH� IOH[LELOLW\� LQ� WKH� GHWHUPLQDWLRQ� RI� LQWHUHVW�UDWHV�� )XUWKHU� XVH� RI�7%V� DQG� FUHGLW� DXFWLRQV LV�XQGHUWDNHQ� IRU�PRQHWDU\�PDQDJHPHQW�� ZKLOH� EDG� ORDQV� DUH� UHSODFHG� ZLWK� JRYHUQPHQW� VHFXULWLHV���0HGLXP�WHUP�GHEW�VHFXULWLHV�DUH�LQWURGXFHG�ZLWK�UDWHV�VHW�DGPLQLVWUDWLYHO\�RU�WLHG�WR�7%�UDWHV��7KHUH�LV�DOVR�D�EXLOGLQJ�YROXPH�DQG�ZLGHQLQJ�UDQJH�RI�KROGHUV� DQG� SODQV� IRU� UHJXODWRU\� DQG� LQVWLWXWLRQDO� DUUDQJHPHQWV� IRU�VHFRQGDU\� WUDGLQJ�� � 7KH� &%� UHPDLQV� WKH� PDMRU� VRXUFH� RI� OLTXLGLW\� WR�JRYHUQPHQW� GHEW� LQVWUXPHQWV�� ,QWHU�EDQN� PDUNHWV� DUH� VWUHQJWKHQHG� DQG�FOHDULQJ�DQG�VHWWOHPHQW�DUUDQJHPHQWV�DUH�LQLWLDWHG��$W�WKLV�SKDVH��LW�LV�DOVR�W\SLFDO� WKDW� D� SURFHVV� RI� UHYLHZLQJ� WKH� DGHTXDF\� RI� EDQNLQJ� VXSHUYLVLRQ�UHODWLQJ� WR� DVVHWV�OLDELOLWLHV� PDQDJHPHQW� JHWV� XQGHUZD\�� ,Q� WKLV�IUDPHZRUN�� EURDG� PRQH\� SURJUDPPLQJ� WHQGV� WR� EH� OHVV� LPSRUWDQW� DQG�UHVHUYH� PRQH\� SURJUDPPLQJ� JDLQV� LPSRUWDQFH� IRU� PRQLWRULQJ� ILQDQFLDO�DQG�PRQH\�PDUNHWV�WR�JXLGH�&%�LQWHUYHQWLRQ�XQGHU�ILVFDO�GLVFLSOLQH�3KDVH�,9$�PDWXUH�ILQDQFLDO�PDUNHW 7KH�ILQDQFLDO�PDUNHW�LQ�WKLV�ILQDO�SKDVH�EHFRPHV�IXOO\�GHYHORSHG��,QWHUHVW�UDWHV� DUH� FRPSOHWHO\� IOH[LEOH�� ,QVWLWXWLRQDO� DUUDQJHPHQWV� IRU� VHFRQGDU\�PDUNHWV� DUH� H[SDQGHG� DQG� VWUHQJWKHQHG� ZLWK� DSSURSULDWH� UHJXODWRU\� DQG�VXSHUYLVRU\� DUUDQJHPHQWV�� 7KH� ILQDQFLDO� PDUNHW� HQVXUHV� WKH� OLTXLGLW\� RI�SXEOLF�GHEW�LQVWUXPHQWV�DQG�WKH�&%�PDQDJHV�OLTXLGLW\�DW�LWV�RZQ�LQLWLDWLYH��&%� LQGHSHQGHQFH� LV� HVWDEOLVKHG��XVLQJ�PDUNHW�EDVHG� LQVWUXPHQWV� �UHSRV��LQWHUYHQWLRQ� LQ� VHFRQGDU\� WUDGLQJ� HWF���� $XFWLRQV� RI� PHGLXP� DQG� ORQJ�WHUP� GHEW� LQVWUXPHQWV� DUH� LQWURGXFHG�� ([SDQVLRQ� RI� ERRN� HQWU\�� FOHDULQJ�DQG�VHWWOHPHQW�V\VWHPV�DUH�FRQVLVWHQW�ZLWK� WKH�RYHUDOO� UHIRUP�RI�SD\PHQW�V\VWHP�� ,Q� WKLV�VWDJH�� ILQDQFLDO�PDUNHWV� UHDFW�YHU\�UDSLGO\�DQG�VWURQJO\� WR�PRQHWDU\�SROLF\�VLJQDOV��,QVWLWXWLRQDO�DUUDQJHPHQWV�PD\�GHOLQHDWH�VHSDUDWH�REMHFWLYHV�IRU�GHEW�PDQDJHPHQW�DQG�PRQHWDU\�PDQDJHPHQW��VXSSRUWHG�E\�JUHDWHU� UHOLDQFH� RQ� PDUNHW� RSHUDWLRQV�� PDUNHW� VLJQDOV� DQG� SUDFWLFDO�DUUDQJHPHQWV� EHWZHHQ� SROLF\� PDNHUV� WR� HQVXUH� FRRUGLQDWLRQ� DQG� ILVFDO�GLVFLSOLQH��7KLV� LV�EHFDXVH�WKH�&%�FDQ�RQO\�VXFFHVVIXOO\�SXUVXH�PRQHWDU\�SROLF\�LI�DFFHSWHG�E\�WKH�02)�DQG�WKH�SXEOLF�
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,,,��7KH ([FKDQJH�5DWH�5HJLPH�LQ�(J\SW�DQG�WKH�'HSWK�RI�LWV�)LQDQFLDO�0DUNHWV�
$FNQRZOHGJLQJ�WKDW�WKH�W\SH�RI�FRRUGLQDWLRQ�UHTXLUHG�EHWZHHQ�PRQHWDU\�DQG�ILVFDO�SROLF\�GHSHQGV��WR�D�ODUJH�H[WHQW��RQ�WZR�PDLQ�SLOODUV���D��WKH�W\SH�RI�WKH�H[FKDQJH�UDWH�UHJLPH�LQ�SUDFWLFH��DQG��E��WKH�VWDJH�RI�GHYHORSPHQW�RI�WKH�ILQDQFLDO�PDUNHW��LW�LV�QHFHVVDU\�IRU�WKH�SXUSRVHV�RI�WKLV�VWXG\�WR�DWWHPSW�WR�LGHQWLI\�WKHVH�WZR�SLOODUV�LQ�WKH�FDVH�RI�(J\SW��
7KH�([FKDQJH�5DWH�5HJLPH�LQ�(J\SW$FFRUGLQJ� WR� WKH� ,0)�� (J\SW� RSHUDWHG� XQGHU� D� FRQYHQWLRQDO� IL[HG� SHJ� DUUDQJHPHQW� DW� WKH�EHJLQQLQJ�RI� WKH�GHFDGH�� EXW� WKHQ� VZLWFKHG� WR� D�PDQDJHG�SHJ� IURP������������ �)ROORZLQJ�WKLV� LQWHUOXGH�� WKH� LQWHUQDWLRQDO� RUJDQL]DWLRQ� RIILFLDOO\� GHHPHG� WKDW� (J\SW� UHVXPHG� LWV�FRQYHQWLRQDO� IL[HG� SHJ� ± D� MXGJPHQW� WKDW� KHOG� WKURXJK� -XQH� RI� ������ � � 7KHVH� FRQFOXVLRQV�GLIIHU� IURP� WKRVH� RI�<D\DWL� DQG�6WXU]HQHJJHU� ��������ZKR�FODVVLILHG�(J\SW¶V� H[FKDQJH� UDWH�UHJLPH�IURP�����������DV�IROORZV��7DEOH����7KH�<D\DWL�DQG�6WXU]HQHJJHU�([FKDQJH�5DWH�&ODVVLILFDWLRQ�IRU�(J\SW����������������

9RODWLOLW\�RI�WKH�([FKDQJH�5DWH 6WDQGDUG�'HYLDWLRQ�RI�WKH�([FKDQJH�5DWH
9RODWLOLW\�RI�WKH�,QWHUQDWLRQDO�5HVHUYHV ([FKDQJH�5DWH�&ODVVLILFDWLRQ���� ��� ���� ��� 'LUW\����� ��� ���� ��� 'LUW\���&UDZOLQJ�SHJ���� ��� ��� ��� ,QFRQFOXVLYH���� ��� ��� ��� ,QFRQFOXVLYH���� � ��� ��� ,QFRQFOXVLYH���� � ��� ��� ,QFRQFOXVLYH���� � � ��� ,QFRQFOXVLYH���� � � ��� ,QFRQFOXVLYH���� � � ��� ,QFRQFOXVLYH1RWH� �%DVHG�RQ�1HW�)RUHLJQ�$FFRXQWV��1)$�6RXUFH� <D\DWL�DQG�6WXU]HQHJJHU��������

7R�RYHUFRPH�(J\SW¶V�LQFRQFOXVLYH�VWDWXV��ZKLFK�ZDV�FRPPRQ�IRU�RWKHU�GHYHORSLQJ�FRXQWULHV�DV�ZHOO��<D\DWL�DQG�6WXU]HQHJJHU�FRQGXFWHG�D�VHFRQG�URXQG�RI�FODVVLILFDWLRQ��+RZHYHU��HYHQ�LQ�WKLV�VHFRQG�URXQG��WKH�FODVVLILFDWLRQ�RI�(J\SW¶V�UHJLPH�ZDV�LQFRQFOXVLYH�IRU�PRVW�\HDUV�)URP�WKH�SHUVSHFWLYH�RI�WKH�DXWKRU�RI�WKLV�SDSHU��LW�VHHPV�WKDW�WKHVH�FRQFOXVLRQV�VXIIHU�IURP�WZR�VKRUWFRPLQJV��)LUVW��WKH�\HDUV������DQG������VKRXOG�EH�H[FOXGHG��DV�WKH\�ZHUH�FKDUDFWHUL]HG�E\�D�VHULHV�RI�QRPLQDO�GHSUHFLDWLRQV�SULRU�WR�WKH�OLEHUDOL]DWLRQ�RI�WKH�(J\SWLDQ�SRXQG�LQ�������6HFRQG��WKH�GHILQLWLRQ�RI�WKH�WKLUG�LQGLFDWRU��F��VKRXOG�SHUKDSV�EH�FKDQJHG�WR�1HW�,QWHUQDWLRQDO�5HVHUYHV��1,5���VLQFH�XVLQJ�WKH�1HW�)RUHLJQ�$VVHWV��1)$��RI�WKH�&%(�FRXOG�
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OHDG�WR�PLVOHDGLQJ�FRQFOXVLRQV���7KLV�LV EHFDXVH�IRUHLJQ�OLDELOLWLHV�LQ�(J\SW�LQFOXGH�D�ELJ�EDODQFH�LQ�D�³EORFNHG�DFFRXQW´�UHSUHVHQWLQJ�LQVWDOOPHQWV�SDLG�LQ�(J\SWLDQ�SRXQGV�E\�GRPHVWLF�ERUURZHUV�DW�WKH�RULJLQDO�GXH�GDWHV�WKDW�DUH�NHSW�RQ�WKH�&%(�ERRNV�XQWLO�WKH�QHZ�GXH�GDWHV�DJUHHG�XSRQ�XQGHU�WKH�UHVFKHGXOHG�DUUDQJHPHQWV�ZLWK�3DULV�&OXE�PHPEHUV��)RU�WKH�SXUSRVH�RI�WKLV�VWXG\��VXFK�DQ�DFFRXQW�VKRXOG�REYLRXVO\�QRW�EH�FRQVLGHUHG�DV�IRUHLJQ�OLDELOLWLHV�LQ�WKH�FDOFXODWLRQ�RI�WKH�&%(�QHW�IRUHLJQ�DVVHWV� +RZHYHU��VLQFH�ILJXUHV�IRU�WKH�EORFNHG�DFFRXQW�DUH�QRW�SXEOLVKHG�WR�IDFLOLWDWH�WKH�QHFHVVDU\�DGMXVWPHQWV��DQ�DOWHUQDWLYH�LQGLFDWRU�VKRXOG�EH�XVHG���1,5��GHILQHG�DV�WRWDO�UHVHUYHV�PLQXV�VKRUW�WHUP��ZLWKLQ�RQH�\HDU��IRUHLJQ�OLDELOLWLHV�RI�WKH�&%(��LV�SHUKDSV�WKH�EHVW�RSWLRQ��DV�LW�LV�FRQVLVWHQW�ZLWK�WKH�GHILQLWLRQ�RI�DYDLODEOH�IRUHLJQ�H[FKDQJH�IRU�EDODQFH�RI�SD\PHQWV��%23��VXSSRUW��5HFRJQL]LQJ�WKHVH�WZR�PDMRU�VKRUWFRPLQJV��WKH�SUHVHQW�VWXG\�FRQGXFWHG�LWV�RZQ�FDOFXODWLRQV�XVLQJ�WKH�VXJJHVWHG�FRUUHFWHG�PHWKRGRORJ\�DQG�REWDLQHG�WKH�IROORZLQJ�UHVXOWV�
7DEOH����9RODWLOLW\�LQ�WKH�1RPLQDO�([FKDQJH�5DWH�RI�WKH�(J\SWLDQ�3RXQG�DQG�LQ�1,5������������<HDU 9RODWLOLW\�RI�WKH([FKDQJH�5DWH 6WDQGDUG�'HYLDWLRQ�RI�WKH�([FKDQJH�5DWH 9RODWLOLW\�RI�1HW�,QFRPH�5HVHUYHV���� ���� ���� �������� ���� ���� �������� ���� ���� �������� ���� ���� �������� ���� ���� �������� ���� ���� �������� ���� ���� �������� ���� ���� �������� ���� ���� ����6RXUFH� $XWKRU¶V�FDOFXODWLRQV���)RU�FRPSOHWH�GDWD��VHH�7DEOH����$QQH[�,�

7KH�FODVVLILFDWLRQV�RI�WKH�H[FKDQJH�UDWH�UHJLPH RI�(J\SW�RQ�WKH�EDVLV�RI�WKH�DERYH�RXWFRPH�LQ�FRPSDULVRQ�ZLWK�WKRVH�RI�WKH�,0)�DQG�<D\DWL�DQG�6WXU]HQHJJHU¶V�RZQ�UHVXOWV�DUH�JLYHQ�LQ�7DEOH���EHORZ�
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7DEOH����(J\SW¶V�([FKDQJH�5DWH�5HJLPH��$�&RPSDULVRQ3UHVHQW�6WXG\� ,0)� <D\DWL�	�6WXU]HQHJJHU���� ���������� &RQYHQWLRQDO�IL[HG�SHJ�DUUDQJHPHQW 'LUW\����� ���������� 0DQDJHG�)ORDWLQJ 'LUW\���FUDZOLQJ�SHJ���� )L[HG 0DQDJHG�)ORDWLQJ ,QFRQFOXVLYH���� )L[HG 0DQDJHG�)ORDWLQJ ,QFRQFOXVLYH���� )L[HG 0DQDJHG�)ORDWLQJ ,QFRQFOXVLYH���� )L[HG 0DQDJHG�)ORDWLQJ ,QFRQFOXVLYH���� )L[HG 0DQDJHG�)ORDWLQJ ,QFRQFOXVLYH���� )L[HG 0DQDJHG�)ORDWLQJ ,QFRQFOXVLYH���� )L[HG &RQYHQWLRQDO�IL[HG�SHJ�DUUDQJHPHQW ,QFRQFOXVLYH���� )L[HG &RQYHQWLRQDO�IL[HG�SHJ�DUUDQJHPHQW ������������ )L[HG &RQYHQWLRQDO�IL[HG�SHJ�DUUDQJHPHQW ��������1RWHV� �<D\DWL�KDV�MXVW�SXW�WKH�,0)�FODVVLILFDWLRQ�IRU�(J\SW�LQ�DOO�\HDUV�DV�³GLUW\´��7KH�FODVVLILFDWLRQ�IRU�WKH�,0)�DV�VKRZQ�LQ�WKLV�WDEOH�LV�GUDZQ�IURP�WKH�,0)��³,)6´�DQG�WKH�,0)�$QQXDO�%RRN�RQ�WKH�³([FKDQJH�5DWH�5HJLPHV�DQG�5HVWULFWLRQV´��VHYHUDO�LVVXHV��&RQYHQWLRQDO�SHJJHG�DUUDQJHPHQW��������������LQFOXGHV�GH�IDFWR�SHJ�DUUDQJHPHQW�XQGHU�PDQDJHG�IORDWLQJ�8S�WR�-XQH������
7KH�FRQFOXVLRQ�DUULYHG�DW�E\�WKH�LQGHSHQGHQW�FDOFXODWLRQV�SUHVHQWHG�LQ�WKLV�VWXG\�± WKDW�RI�(J\SW�KROGLQJ�D�IL[HG�H[FKDQJH�UDWH�UHJLPH�IURP������XS�XQWLO�-XQH�RI����� ± LV�FRQVLVWHQW�ZLWK�WKH�XVH�RI�WKH�H[FKDQJH�UDWH�DV�D�QRPLQDO�DQFKRU�LQ�VXSSRUW�RI�WKH�VWDELOL]DWLRQ�HIIRUW�DQG�DV�D�PHDQV�WR�IXOILOO�WKH�GLVLQIODWLRQ�VWUDWHJ\�(J\SW�IROORZHG�GXULQJ�WKH�����V��$OVR��WKH�UHVXOW�LV�LQ�HVVHQFH�YHU\�FORVH�WR�ZKDW�WKH�,0)�ODEHOV�D�³FRQYHQWLRQDO�IL[HG�SHJ�DUUDQJHPHQW�´�LQ�ZKLFK�D�FRXQWU\�SHJV�LWV�FXUUHQF\��IRUPDOO\�RU�GH�IDFWR��DW�D�IL[HG�UDWH�WR�D�PDMRU�FXUUHQF\�RU�D�EDVNHW�RI�FXUUHQFLHV�ZKHUH�WKH�H[FKDQJH�UDWH�IOXFWXDWHV�ZLWKLQ�D�QDUURZ�PDUJLQ�RI�DW�PRVW�����SHUFHQW�7KLV�FODVVLILFDWLRQ�FDQ�DOVR�EH�VXSSRUWHG�E\�D�VXUYH\�RI�WKH�FRXQWU\¶V�DFWXDO�PRQHWDU\�DQG�H[FKDQJH�UDWH�DFWLYLW\�GXULQJ�WKLV�WLPH���,Q�UHDOLW\��WKH�&%(�QRPLQDO�H[FKDQJH�UDWH�ZDV�YLUWXDOO\�XQFKDQJHG�ZLWK�H[WUHPHO\�ORZ�YRODWLOLW\�IURP�WKH�WLPH�RI�WKH�XQLILFDWLRQ�RI�WKH�UDWH�LQ�2FWREHU������XS�XQWLO�PLG�������HYHQ�DIWHU�WKH������VKRFNV��ZKLFK�UHTXLUHG�VLJQLILFDQW�DGMXVWPHQWV�LQ�ERWK�WKH�QRPLQDO�H[FKDQJH�UDWH�DQG�LQWHUQDWLRQDO�UHVHUYHV���)XUWKHUPRUH��WKH�&%(�LQWHUYHQWLRQ�ZDV�FRQWLQXRXVO\�SDVVLYH��L�H��EX\LQJ�IRUHLJQ�FXUUHQF\�RQO\��DV�D�UHVXOW�RI�DQ�RYHUDOO�%23�VXUSOXV�GXULQJ�WKH�SHULRG��7KH�RIILFLDO�&%(�H[FKDQJH�UDWH�RI�WKH�SRXQG�DJDLQVW�WKH�86�GROODU�ZLWQHVVHG�OHVV�WKDQ���SHUFHQW�PRQWKO\�FKDQJHV��&KDUW�����7R�D�FHUWDLQ�H[WHQW��DW�OHDVW�HTXLYDOHQW�WR�WKH�DFFXPXODWHG�LQIODWLRQ�GLIIHUHQWLDOV�PLQXV�DQ\�LPSURYHPHQW�LQ�FRVWV�DQG�ODERU�SURGXFWLYLW\��FRPSHWLWLYHQHVV�PD\�KDYH�EHHQ�HURGHG��
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&KDUW����'HYHORSPHQW�RI�1RPLQDO�([FKDQJH�5DWH�IRU�WKH�(J\SWLDQ�3RXQG�DJDLQVW�WKH�86�'ROODU��������± ������
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����� ����� ����� ����� ����� ����� ����� ����� �����
6RXUFHV� &ROOHFWHG�IURP�&%(��(FRQRPLF�5HYLHZ��0RQWKO\�6WDWLVWLFDO�%XOOHWLQ���VHYHUDO�LVVXHV��DQG�,0)��,)6 &'�520��0D\���������)RU�FRPSOHWH�GDWD��VHH�7DEOH����$QQH[�,�

+RZHYHU��DV�RQH�PLJKW�JXHVV�IURP�WKH�XSZDUG�VORSH�VKRZQ�LQ�WKH�IDU�ULJKW�VLGH�RI�&KDUW����D�EUHDN�LQ�WKLV�WUHQG�RFFXUUHG�KDOIZD\�WKURXJK��������,Q�UHVSRQVH�WR�GRPHVWLF�DQG�LQWHUQDWLRQDO�FRQGLWLRQV��(J\SW¶V�SKLORVRSK\�VLQFH�-XQH�RI������VHHPV�WR�KDYH�PRYHG�WRZDUG�D�W\SH�RI�IOH[LEOH H[FKDQJH�UDWH UHJLPH��&KDUW����XQGHU�ZKLFK�EDQNV�DUH�DOORZHG�WR�GHWHUPLQH�WKH�UDWH�PRUH�IUHHO\�WKDQ�EHIRUH�ZLWK�OLWWOH XVH�RI�UHVHUYHV�DW�GLVFUHWH�WLPHV�&KDUW����'HYHORSPHQW�RI�WKH�'DLO\�([FKDQJH�5DWH�RI�WKH�(J\SWLDQ�3RXQG�DJDLQVW�WKH�86�'ROODU��0D\�2FWREHU�������
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0D\ -XQH -XO\ $XJ 6HSW 2FW� 1RY

�6HOOLQJ
%X\LQJ

6RXUFH� $O�$KUDP�'DLO\�QHZVSDSHU���)RU�FRPSOHWH�GDWH��VHH�7DEOH��D��$QQH[�,�7KXV�� WKLV� VWXG\� DUJXHV� WKDW�� ZLWK� WKH� H[FHSWLRQ� RI� WKH� ODVW� VL[� PRQWK� RI� ������ WKH�FRRUGLQDWLRQ� EHWZHHQ� PRQHWDU\� DQG� ILVFDO� SROLF\� LQ� (J\SW RYHU� WKH� ODVW� GHFDGH� KDV� EHHQ�XQGHUWDNHQ�ZLWKLQ�WKH�IUDPHZRUN�RI�D�IL[HG�H[FKDQJH�UDWH�UHJLPH�
7KH�'HSWK�RI�WKH�)LQDQFLDO�0DUNHWV�LQ�(J\SW$V�GLVFXVVHG�HDUOLHU��VHYHUDO�IDFWRUV�PXVW�EH�FRQVLGHUHG�LQ�RUGHU�WR�PDNH�D�YDOLG�DVVHVVPHQW�RI�WKH�GHSWK�RI�D�FRXQWU\¶V�ILQDQFLDO�PDUNHWV��QDPHO\��WKH�RUJDQL]DWLRQ��UHJXODWLRQ�DQG�VL]H�RI�
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WKH�PDUNHW���,Q�WKH�FDVH�RI�(J\SW��WKH�VWUXFWXUDO�DGMXVWPHQW�SURJUDP��ZKLFK�EHJDQ�D�GHFDGH�DJR��IRFXVHG�RQ�VWUHQJWKHQLQJ�WKH�ILQDQFLDO�PDUNHW�DV�D�SROLF\�WDUJHW��,Q�WKH�HDUO\�VWDJHV�RI�WKH�UHIRUP��HIIRUWV�ZHUH�PDGH�WR�GHYHORS�D�YLWDO�PRQH\�PDUNHW�WKURXJK�D�ZLGH�VSHFWUXP�RI�LQVWLWXWLRQDO�DQG�OHJDO�FKDQJHV��+RZHYHU��DW�WKLV�WLPH��WKH�PDUNHW�LV�VWLOO�IUDJLOH�DQG�UHTXLUHV�IXUWKHU�GHYHORSPHQW��$�V\PSWRP�RI�WKLV�IUDJLOLW\�LV�WKH�ODUJH�YRODWLOLW\�LQ�LQWHU�EDQN�UDWHV�GHVSLWH�VWDELOLW\�LQ�WKH�GLVFRXQW�UDWH��2WKHU�LQGLFDWLRQV�LQFOXGH�WKDW�WKH�&%(�LQWHUYHQWLRQ�LQ�WKH�PRQH\�PDUNHW�WKURXJK�UHSXUFKDVH�DJUHHPHQWV��5HSRV��RVFLOODWHV�YHU\�KHDYLO\�DQG�WKDW�WKH�GLVFRXQW�RI�7%V�DPRQJ�EDQNV�DQG�EHWZHHQ�EDQNV�DQG�WKH�&%(�DUH�VWLOO�OLPLWHG��,Q�RUGHU�WR�UHDFK�D�QHZ�VWDJH�RI�GHYHORSPHQW��PDQ\�REVHUYHUV�IHHO�WKDW�5HSRV�QHHG�WR�EH�VWDQGDUGL]HG�DQG�WKDW�WKHLU�RSHUDWLRQV�EH�FRQGXFWHG�RQ�DXFWLRQ�EDVLV�6WHSV�WR�UHYDPS�WKH�(J\SWLDQ�VWRFN�H[FKDQJH�GXULQJ�WKDW�WLPH��RQ�WKH�RWKHU�KDQG��VKRZ�PXFK�VWURQJHU�VLJQV�RI�PDUNHW�DGYDQFHPHQW���,Q�RUGHU�WR�HQDEOH�WKH�PDUNHW�WR�EHFRPH�DQ�LPSRUWDQW�YHKLFOH�IRU�WKH�PRELOL]DWLRQ�DQG�DOORFDWLRQ�RI�VDYLQJV�WR�WKH�PRVW�SURGXFWLYH�FKDQQHOV��D�VHULHV�RI�RUJDQL]DWLRQDO�DQG�UHJXODWRU\�UHIRUPV�ZHUH�PDGH�LQ�D�DGGLWLRQ�WR�WKH�LQWURGXFWLRQ�RI�PHDVXUHV�WR�HQKDQFH�WKH�VL]H�RI�WKH�PDUNHW��,Q�WHUPV�RI�RUJDQL]DWLRQ��UHIRUP�HIIRUWV�LQFOXGH�WKH�PHUJLQJ�RI�WKH�&DLUR�DQG�$OH[DQGULD�VWRFN�H[FKDQJHV��WKH�LQWURGXFWLRQ�RI�HOHFWURQLF�VHWWOHPHQW�DQG�FOHDULQJ��DQG WKH�FRQWURO�RI�VHWWOHPHQW�ULVN�WKURXJK�WKH�HVWDEOLVKPHQW�RI�D�JXDUDQWHH�IXQG��)XUWKHUPRUH��D�QHZ�FDSLWDOL]DWLRQ�ZHLJKWHG�LQGH[�FRPSULVLQJ�WKH�WKLUW\�PRVW�DFWLYHO\�WUDGHG�FRPSDQLHV�ZDV�LQLWLDWHG�&RQFHUQLQJ�WKH�UHJXODWLRQ�RI�WKH�PDUNHW��IDLUO\�DGHTXDWH�SUXGHQWLDO�UHJXODWLRQV�DUH�LQ�SODFH��7KH\�FRPSULVH�PDUJLQ�WUDGLQJ��UHSRUWLQJ��OLFHQVLQJ��LQVLGHU�WUDGLQJ��RWKHU�UHJXODWLRQV�RQ�LPSURSHU�FRQGXFW��WKH�WUDGLQJ�RI�VKDUHV�RI�QHZO\�OLVWHG�FRPSDQLHV��QRZ�SHUPLWWHG���WKH�SURPXOJDWLRQ�RI�D�FRGH�RI�FRQGXFW�IRU�SRUWIROLR�PDQDJHPHQW�FRPSDQLHV�DQG�EURNHUDJH�ILUPV��WKH�DPHQGPHQW�RI�WKH�FRUSRUDWH�ODZ�WR�DOORZ�FRPSDQLHV�WR�EX\�EDFN�WKHLU�RXWVWDQGLQJ�VKDUHV�XQGHU�FHUWDLQ�FRQGLWLRQV��DQG�WKH�SHUPLVVLRQ�IRU�FRPSDQLHV�WR�LVVXH�ERQGV��SURYLGHG�WKH\�UHFHLYH�D�FUHGLW�UDWLQJ�IURP�D�FHUWLILHG�DJHQF\���7KH�(J\SWLDQ�JRYHUQPHQW�DOVR�UHFHQWO\�EHJDQ�WR�PDNH�QRWDEOH�UHYLVLRQV�RI�WKH�H[LVWLQJ�FDSLWDO�PDUNHW�ODZ�LQ�RUGHU�WR�HQVXUH�IXOO�FRPSOLDQFH�ZLWK�WKH�LQWHUQDWLRQDO�VWDQGDUGV��LQFOXGLQJ�OD\LQJ�RXW�WKH�OHJDO�IUDPHZRUN�IRU�QHZ�ILQDQFLDO�LQVWUXPHQWV��LQFOXGLQJ�GHULYDWLYHV�WR�EH�SHUPLWWHG�RQO\�DV�WKH�PDUNHW�PDWXUHV��,Q�WHUPV�RI�VKHHU�VL]H��WKH�DOORZDQFH�IRU�IRUHLJQ�SDUWLFLSDWLRQ��WKH�LQWURGXFWLRQ�RI�PHGLXP�DQG�ORQJ�WHUP�JRYHUQPHQW�VHFXULWLHV��WKH�HQFRXUDJHPHQW�RI�SULYDWH�ERQG�LVVXHV��DQG�WKH�IRUPDWLRQ�RI�SXEOLF�VKDUHKROGLQJ�FRPSDQLHV�DOO�FRQWULEXWHG�WR�WKH�GHHSHQLQJ�RI�(J\SW¶V�ILQDQFLDO�PDUNHWV��7KHVH�DFWLRQV�OHG�JURZWK�UDWHV�LQ�WKH�QXPEHU�RI�OLVWHG�DQG�WUDGHG�FRPSDQLHV�WR�LQFUHDVH�GHVSLWH�WKH�GHFOLQH�LQ������������0DUNHW�FDSLWDOL]DWLRQ�DOVR�VLJQLILFDQWO\�LQFUHDVHG�RYHU�WKH�GHFDGH�DV�ZHOO�DV�WKH�DYHUDJH�QRPLQDO�FDSLWDO�SHU�FRPSDQ\��
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)XUWKHUPRUH��LQ�UHODWLRQ�WR�*'3��WKH�YDOXH�RI�WUDGLQJ�LQFUHDVHG�WR������SHUFHQW�LQ�����������DIWHU�EHLQJ�DV�VPDOO�DV�����SHUFHQW�LQ�-XQH�RI�������7DEOH����
7DEOH����0DMRU�,QGLFDWRUV�RI�WKH�(J\SWLDQ�&DSLWDO�0DUNHW��������± �������*URZWK�5DWHV�������� ����� ����� ����� ����� ����� ����� ����� �����1R��RI�OLVWHG�FRPSDQLHV ��� ��� ��� ��� ���� ���� ��� ���� ���1R��RI�WUDGHG�FRPSDQLHV ��� ���� ���� ���� ��� ���� ���� ���� �����&DSLWDOL]DWLRQ��PDUNHW�YDOXH� Q�D� Q�D� Q�D� ���� ���� ����� ���� ���� ����$YHUDJH�QRPLQDO�FDSLWDO��/(�PQ� ��� ���� ���� ���� ���� ���� ���� ���� ����7RWDO�YDOXH�RI�WUDGLQJ�� ���� ��� ���� ���� ���� ����� ����� ������ �����7UDGLQJ�LQ�6KDUHV ���� ��� ���� ���� ����� ��� ���� ���� ����9DOXH�RI�WUDGLQJ�WR�*'3���� ��� ��� ��� ��� ��� ��� ���� ���� ����0DUNHW�LQGH[��&0$� ��� ����� ����� ����� ����� ����� ����� ����� �����1RWH���3HU�OLVWHG�FRPSDQLHV�6RXUFHV� &0$�DQG�WKH�&%(�'HSDUWPHQW�RI�(FRQRPLF�5HVHDUFK���)RU�FRPSOHWH�GDWD��VHH�7DEOH����$QQH[�,�

'HVSLWH�WKHVH�GHYHORSPHQWV��LQ�FRPSDULVRQ�WR�RWKHU�HPHUJLQJ�PDUNHWV��WKH�VL]H�RI�WKH�(J\SWLDQ�VWRFN�H[FKDQJH�LQ�WHUPV�RI�WUDGLQJ�LV�VWLOO�UHODWLYHO\�VPDOO��LQ�WHUPV�RI�LQVWUXPHQWV�LV�OLPLWHG��DQG�LQ�WHUPV�RI�PDUNHW�FDSLWDOL]DWLRQ�LV�XS�WR�QRZ�FRQFHQWUDWHG�LQ�D�OLPLWHG�QXPEHU�RI�VWRFNV��FRPSDQLHV���,Q�DGGLWLRQ��LQWHUHVW�UDWHV�DUH�QRW�\HW�IOH[LEOH�DQG�WKH�7%V��ZKLFK�FRQVWLWXWH�D�ODUJH�YROXPH�RI�JRYHUQPHQW�VHFXULWLHV��DUH�QRQ�PDUNHWDEOH�RQ�WKH�VWRFN�H[FKDQJH�+LJK�JURZWK��WKH�LQWURGXFWLRQ�RI�7%V��DV�ZHOO�DV�WKH�PRYH�WRZDUGV�LQGLUHFW�PRQHWDU\�FRQWURO�LQ�WKH�HDUO\�SDUW�RI�WKH�GHFDGH�PRYHG�WKH�FDSLWDO�PDUNHW�LQ�(J\SW�IURP�3KDVH�,�WR�3KDVH�,,�RI�WKH�IRXU�SKDVHV�GHVFULEHG�HDUOLHU�LQ�6HFWLRQ�,,��+RZHYHU��VLQFH�������VWHSV�KDYH�EHHQ�WDNHQ�WR�PRYH�(J\SW�EH\RQG�3KDVH�,,���7KHVH�LQFOXGH�WKH�LPSOHPHQWDWLRQ�RI�5HSRV�E\�WKH�&%(��DV�ZHOO�DV�WKH�JRYHUQPHQW¶V�LQWURGXFWLRQ�RI�PHGLXP�DQG�ORQJHU�WHUP�VHFXULWLHV����\HDU�DQG���\HDU�7�ERQGV���ZKLFK�FDQ�EH�WUDGHG�RQ WKH�VWRFN�H[FKDQJH�WR�HQVXUH�D�ZLGHU�UDQJH�RI�KROGHUV�RI�JRYHUQPHQW�VHFXULWLHV�DQG�UHVWUXFWXUH�LWV�GRPHVWLF�GHEW��$OVR��UHJXODWRU\�DQG�LQVWLWXWLRQDO�DUUDQJHPHQWV�IRU�VHFRQGDU\�WUDGLQJ�EHJDQ�WR�GHYHORS��&OHDULQJ�DQG�VHWWOHPHQW�DUUDQJHPHQWV�ZHUH�LQWURGXFHG� $OVR��DVVHWV�OLDELOLWLHV�PDQDJHPHQW�EHJDQ�WR�UHFHLYH�LPSRUWDQFH�LQ�EDQNLQJ�VXSHUYLVLRQ��7KH�LPSDFW�RI�WKHVH�HIIRUWV�PDGH�VLQFH�����������HIIHFWLYHO\�PRYHG�WKH�ILQDQFLDO�PDUNHWV�IURP�3KDVH�,,�WR�3KDVH�,,,��2Q�WKH�EDVLV�RI�WKHVH�ILQGLQJV��LW�LV�DUJXHG�WKDW WKH�GHSWK�RI�WKH�(J\SWLDQ�ILQDQFLDO�PDUNHW�FDQ�EH�UHDVRQDEO\�FDWHJRUL]HG�DV�D�OHVV�WKDQ�IXOO\�GHYHORSHG�RQH��L�H��3KDVH�,,,�RI�WKH�ILQDQFLDO�PDUNHW�GHYHORSPHQW�VFDOH�RXWOLQHG�HDUOLHU�LQ�6HFWLRQ�,,�
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,9��7KH�(YROXWLRQ�DQG�,PSOLFDWLRQV�RI�WKH�&RRUGLQDWLRQ�RI�0RQHWDU\�DQG�)LVFDO�3ROLFLHV�LQ�(J\SW�'XULQJ�WKH�����V�
,Q�WKLV�VHFWLRQ��WKH�HYROXWLRQ�RI�WKH�FRRUGLQDWLRQ�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV�LQ�(J\SW�DQG�WKHLU�HQVXLQJ�LPSOLFDWLRQV�GXULQJ�WKH�����V�DUH�VFUXWLQL]HG�XQGHU�WZR�GLVWLQFW�SHULRGV������������DQG �����������7KLV�DVVHVVPHQW�WDNHV�LQWR�DFFRXQW�WKH�VWDWH�RI�GHYHORSPHQW�RI�(J\SW¶V�H[FKDQJH�UDWH�UHJLPH�DQG�ILQDQFLDO�PDUNHWV�HODERUDWHG�DERYH�
&RRUGLQDWLRQ�DQG�,PSOLFDWLRQV�����������'XULQJ������������(J\SW¶V�ILQDQFLDO�PDUNHWV�H[SHULHQFHG�WZR�GLVWULFW�HYROXWLRQV��,Q�������WKH�PDUNHW�PRYHG�IURP�3KDVH�,��ZLWK�D�YHU\�VPDOO�PDUNHW�IRU�VHFXULWLHV��WR�3KDVH�,,��ZKHUH�WKH�XVH�RI�LQGLUHFW�PRQHWDU\�LQVWUXPHQWV�LQLWLDWHG�WKH�LVVXDQFH�RI�VKRUW�WHUP�JRYHUQPHQW�VHFXULWLHV��7%V���,Q�������WKH�PDUNHW�PRYHG�IURP�3KDVH�,, WR�3KDVH�,,,���,Q�WKLV�SKDVH�RI�GHYHORSPHQW��PHGLXP�DQG�ORQJ�WHUP�JRYHUQPHQW�VHFXULWLHV�ZHUH�LVVXHG�DQG�WUDGHG�LQ�WKH�PDUNHW�DQG�D�PRYH�IURP�EURDG�PRQH\�WR�UHVHUYH�PRQH\�SURJUDPPLQJ�WRRN�SODFH���<HW��WKURXJKRXW�WKH�ZKROH�SHULRG��WKH�H[FKDQJH�UDWH��D�IL[HG SHJ�WR�WKH�86�GROODU��ZDV�EHLQJ�XVHG�DV�D�QRPLQDO�DQFKRU�IRU�PRQHWDU\�VWDELOL]DWLRQ���:KDW�WKHQ��ZHUH�WKH�REMHFWLYHV�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV�GXULQJ�WKLV�SHULRG"��,Q�WKH�IROORZLQJ��WKH�VWXG\�H[SORUHV�WKLV�TXHVWLRQ�E\�GHWHUPLQLQJ�FRQFUHWH�SROLF\�VWDQFHV��WKH�LQVWUXPHQWV�XVHG��DQG�WKH�LPSOLFDWLRQV�RI�HDFK�0RQHWDU\�SROLF\�VWDQFH�DQG�LQVWUXPHQWV6LQFH�WKH�EHJLQQLQJ�RI�WKH�UHIRUP�SURJUDP�LQ������WKH�VWDQFH�RI�PRQHWDU\�SROLF\�ZDV�FKDUDFWHUL]HG�E\�WLJKWQHVV�VR�DV�WR�IRVWHU�HFRQRPLF�VWDELOLW\��7KH�WZR�ILQDO�REMHFWLYHV�VHW�IRU�PRQHWDU\�SROLF\�ZHUH�

�� 3ULFH�VWDELOLW\� LQ�WHUPV�RI�ORZHULQJ�WKH�LQIODWLRQ�UDWH�RQ�D�JUDGXDO�EDVLV�LQ�RUGHU�WR�UHDFK�WKH�ZHLJKWHG�DYHUDJH�RI�(J\SW¶V�WUDGLQJ�SDUWQHUV�RU�FRPH�QHDU�WR�LW��DQG�WKHQ�PDLQWDLQ�WKH�UDWH�DV�ORZ�DQG�VWHDG\�DV�SRVVLEOH�WKHUHDIWHU��7DEOH���LQ�WKH�6WDWLVWLFDO�$SSHQGL[���� 0DLQWDLQLQJ�WKH�VWDELOLW\�RI�WKH�QRPLQDO�H[FKDQJH�UDWH RI�WKH�SRXQG�DJDLQVW�WKH�86�GROODU�
:LWK�WLJKW�PRQHWDU\�SROLF\��LQWHUHVW�UDWHV�ZHUH�KLJK��+RZHYHU��WKH�GLVFRXQW�UDWH��LQWHUHVW�RQ���PRQWK�GHSRVLWV�DQG�7%V�UDWH�DOO�VWDUWHG�WR�GHFOLQH�IURP������XQWLO�������DQG�UHPDLQHG�FRQVWDQW�DIWHUZDUGV��&KDUW������7KLV�WUHQG�ZDV�D�UHVXOW�RI�FRRUGLQDWLRQ�WR�HQVXUH�EDODQFH�EHWZHHQ�PRQHWDU\�SROLF\�LPSDFW�RQ�EXGJHW�GHILFLW��VWHPPLQJ�IURP�WKH�LVVXDQFH�RI�7%V�WR�DEVRUE�H[FHVV�OLTXLGLW\�FDXVHG�E\�ODUJH�FDSLWDO�LQIORZV�LQ�UHVSRQVH�WR�WKH�OLEHUDOL]DWLRQ�RI�LQWHUHVW�DQG�H[FKDQJH�UDWHV���ILVFDO�GHILFLW�UHVWUDLQWV��DQG�JURZWK�WDUJHWV��
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&KDUW����,QWHUHVW�5DWHV�IRU�WKH�(J\SWLDQ�3RXQG�������������(QG�RI�0RQWK�

�
��
��
��
��

���� ���� ���� ���� ���� ���� ���� ���� ���� ����

'LVFRXQW�5DWH'HSRVLW�5DWH 7%V
�

6RXUFHV��)RU�FRPSOHWH�GDWD��VHH�7DEOHV������D�DQG����$QQH[�,�'HVSLWH�WKLV��QRPLQDO�LQWHUHVW�UDWHV�UHPDLQHG�UHODWLYHO\�KLJK�ZLWK�D�QRWLFHDEOH�SRVLWLYH�UHDO�GLIIHUHQWLDO�EHWZHHQ�LQWHUHVW�UDWHV�RQ�WKH�(J\SWLDQ�SRXQG�DQG�WKH�86�GROODU��&KDUW����
&KDUW����5HDO�,QWHUHVW�5DWHV�EHWZHHQ�WKH�(J\SWLDQ�3RXQG�DQG�WKH�86�'ROODU

�����
����
���
��
��

����
��

���� ���� ���� ���� ���� ���� ���� ���� ���� ����

(J\SW
8QLWHG�6WDWHV

�

6RXUFH��)RU�FRPSOHWH�GDWH��VHH�7DEOH����$QQH[�,�
7KLV�UHDO�LQWHUHVW�UDWH�GLIIHUHQWLDO�DWWUDFWHG�FDSLWDO�LQIORZV��ZKLFK�FRQWLQXHG�XQWLO�������7KH�&%(�KDG�WR�LQWHUYHQH�E\�EX\LQJ�H[FHVV�IRUHLJQ�FXUUHQF\�WR�DYRLG�QRPLQDO�DSSUHFLDWLRQ�RI�WKH�(J\SWLDQ�SRXQG��7KXV��IURP������WKURXJK�������IRUHLJQ�H[FKDQJH�RSHUDWLRQV��ZLWK�WKH�LVVXDQFH�RI�7%V��L�H��VWHULOL]DWLRQ��ZDV�WKH�PRVW�DFWLYH�LQVWUXPHQW�RI�PRQHWDU\�SROLF\���6WHULOL]DWLRQ�ZDV�PDGH�WKURXJK�WKH�LVVXDQFH�RI�VKRUW�WHUP�7%V����PRQWK�IROORZHG�E\���
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PRQWK�DQG�WKHQ�RQH�\HDU�PDWXULW\�ELOOV���&RRUGLQDWLRQ�EHWZHHQ�WKH�02)�DQG�WKH�&%(�GXULQJ�WKLV�SHULRG�ZDV�LGHDO��7KH�YROXPH�RI�7%V�LQ���������ZDV�DV�ODUJH�DV�/(�����ELOOLRQ��7KLV�LV�EHFDXVH�WKH\�VHUYHG�VHYHUDO�SXUSRVHV��LQFOXGLQJ��D��DEVRUELQJ�OLTXLGLW\��E��ILQDQFLQJ�WKH�FXUUHQW�EXGJHW�GHILFLW��F��ILQDQFLQJ�WKH�EXGJHW�GHILFLWV�IURP�SUHYLRXV�\HDUV��DQG�G��ILQDQFLQJ�SDVW�\HDUV¶�GHILFLWV�RI�SXEOLF�HFRQRPLF�DXWKRULWLHV�FRYHUHG�E\�WKH�WUHDVXU\�$LPLQJ� WR� VWUHQJWKHQ� WKH� LQGLUHFW� PRQHWDU\� PDQDJHPHQW�� DOO� FUHGLW� FHLOLQJV� ZHUH�DEROLVKHG�LQ����������7KH�&%(�VWDUWHG�WR�JUDGXDOO\�UHO\�RQ�RWKHU�LQVWUXPHQWV�WKDQ�7%V�VXFK�DV�WKH�DFFHSWDQFH�RI�WHUP�GHSRVLWV�LQ�(J\SWLDQ�SRXQGV�ZLWK�UHPXQHUDWLRQ��LQYLWHG�GHSRVLWV���DQG� UHSXUFKDVH� DJUHHPHQWV� �5HSRV��� ,Q� WKH� FRQWH[W� RI�SXEOLF�GHEW� UHVWUXFWXULQJ��7�ERQGV�RI�ORQJHU�WHUP�PDWXULWLHV� ���\HDU�ERQGV��ZHUH� ILUVW� LVVXHG� LQ������IROORZHG WKHUHDIWHU� E\���\HDU�DQG ���\HDU�PDWXULWLHV��&KDUW ���&KDUW����'HYHORSPHQW�RI�7%V�DQG�7�ERQGV�LQ�(J\SW�������������LQ�/(�PQ�

����
����

�����
�����
�����
�����
�����
�����
�����
�����

����� ����� ����� ����� ����� ����� ����� ����� ����� �����

TBs

7�ERQGV

1RWH�� � 7KH� LVVXDQFH� RI� 7%V� VWDUWHG� RQ� -DQXDU\� ������� RQ� D� ZHHNO\� DXFWLRQ� EDVLV� ZLWK� ���PDWXULW\� ELOOV��IROORZHG�E\���PRQWK��DQG�RQH�\HDU�PDWXULW\�LQ������6RXUFH� 02()7�0RQWKO\�(FRQRPLF�'LJHVW��6HSW���������DQG�&%(��(FRQRPLF�5HYLHZ�DQG�0RQWKO\�6WDWLVWLFDO�%XOOHWLQ���VHYHUDO�LVVXHV���)RU�FRPSOHWH�GDWH��VHH�7DEOH����$QQH[�,�
7RZDUGV�WKH�PLG�����V��WKH�&%(�PRYHG�IURP�EURDG�PRQH\�WR�UHVHUYH�PRQH\�PDQDJHPHQW��ZKHUH�WKH�RSHUDWLQJ�WDUJHW�ZDV�EDQNV¶�UHVHUYHV�LQ�(J\SWLDQ�SRXQGV�DW�WKH�&%(�DQG�WKH�LQWHUPHGLDWH�WDUJHWV�ZHUH�EDQNV¶�QHW�GRPHVWLF�DVVHWV��7KH�UHVHUYH�UHTXLUHPHQW�LQ�ORFDO�FXUUHQF\�ZDV�QRW�DQ�DFWLYH�PRQHWDU\�LQVWUXPHQW�WR�DIIHFW�GRPHVWLF�OLTXLGLW\�VLPSO\�EHFDXVH�OLTXLGLW\�JURZWK�ZDV�WRR�IDVW�IRU�D�UHVHUYH�UHTXLUHPHQW�DGMXVWPHQW�WR�DFFRPPRGDWH�� *URZWK�LQ�GRPHVWLF�OLTXLGLW\�LV�VKRZQ�LQ�7DEOH�����EHORZ�

� 7KH�UHVHUYH�UHTXLUHPHQWV�LQ�ORFDO�FXUUHQF\�UHPDLQHG�XQFKDQJHG�DW����SHUFHQW�WKURXJKRXW�WKH�����V�
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7DEOH����(J\SW¶V�$QQXDO�*URZWK�5DWHV�LQ�'RPHVWLF�/LTXLGLW\
����� ����� ����� ����� ����� ����� ����� ����� ����� �����

*URZWK�UDWH���� ���� ���� ���� ���� ���� ���� ���� ��� ���� ���
6RXUFH� 02()7��0RQWKO\�(FRQRPLF�'LJHVW� �6HSW���������&%(��0RQWKO\�6WDWLVWLFDO�%XOOHWLQ�� �VHYHUDO� LVVXHV���DQG�WKH�(J\SWLDQ�0LQLVWU\�RI�3ODQQLQJ��)RU�FRPSOHWH�GDWD��VHH 7DEOH����$QQH[�,
)LVFDO�3ROLF\�2EMHFWLYHV�DQG�,QVWUXPHQWV7KH�WZR�PDLQ�REMHFWLYHV�RI�ILVFDO�SROLF\�GXULQJ�WKH�SHULRG�IURP������WKURXJK������ZHUH�WR�

�� *UDGXDOO\�UHGXFH�WKH�DQQXDO�EXGJHW�GHILFLW DV�D�UDWLR�WR�*'3�WR�DOOHYLDWH�LWV�LPSDFW�RQ�WKH�JURZWK�RI�JRYHUQPHQW�GRPHVWLF�GHEW�DQG�HYHQWXDOO\�DFKLHYH�D�UHGXFWLRQ�RQ�LW��DQG�� 5HVWUXFWXUH�JRYHUQPHQW�GRPHVWLF�GHEW WRZDUGV�ORQJHU�WHUP�PDWXULWLHV�
7R�DFKLHYH�WKHVH�REMHFWLYHV��WKH�02)�GHYLVHG�D�VWUDWHJ\�WR�DIIHFW�ERWK�VLGHV�RI�WKH�HTXDWLRQ�E\�LQFUHDVLQJ�JRYHUQPHQW�UHYHQXHV�DQG�UDWLRQDOL]LQJ�VSHQGLQJ��5HYHQXHV�ZHUH�LQFUHDVHG�WKURXJK�WKH�LQWURGXFWLRQ�RI�VDOHV�WD[��RQ�JRRGV��EXW�ODWHU�H[WHQGHG�WR�VHUYLFHV�DV�ZHOO���WKH�DSSOLFDWLRQ�RI�D�XQLILHG�DQG�DGMXVWHG�LQFRPH�WD[��LQWURGXFLQJ�QHZ�IHHV��LPSURYLQJ�WD[�DGPLQLVWUDWLRQ��DQG�UHGXFLQJ�FXVWRPV�WR�HQKDQFLQJ�ORQJ�WHUP�UHYHQXH��2Q�WKH�VSHQGLQJ�VLGH��D�VXEVWDQWLDO�UHGXFWLRQ�LQ�VXEVLGLHV��FRQWURO�RI�ZDJH�LQFUHDVHV��DQG�WKH�H[FOXVLRQ�RI�SXEOLF�VHFWRU�FRPSDQLHV�IURP�WKH�EXGJHW�LQ�SUHSDUDWLRQ�IRU�UHVWUXFWXULQJ�DQG�SULYDWL]DWLRQ�ZHUH�DPRQJ�WKH�PRVW�SURPLQHQW�DFWLRQV�WDNHQ���6HH�7DEOH����IRU�WKH�RYHUDOO�EXGJHW��FXUUHQW��DQG�FDSLWDO�EDODQFH�SRVLWLRQV�GXULQJ�WKLV�SHULRG��$OWKRXJK�WKHUH�LV�D�GHJUHH�RI�FRQIOLFW�EHWZHHQ�WKHVH�REMHFWLYHV��SDUWLFXODUO\�LQ�WHUPV�RI�ERWK�UHPRYLQJ�VXEVLGLHV��ILVFDO�REMHFWLYH��DQG ORZHULQJ�LQIODWLRQ��PRQHWDU\�REMHFWLYH���FRRUGLQDWLRQ�RI�LQVWUXPHQWV�ZDV�LPSOHPHQWHG�LQ�KDUPRQ\�WR�DFKLHYH�DOO�REMHFWLYHV�,PSOLFDWLRQV$JDLQVW�WKLV�EDFNJURXQG��WKH�DQDO\VLV�RI�PRQHWDU\�SROLF\�LPSOLFDWLRQV RQ�(J\SW¶V�ILVFDO�SRVLWLRQ�GXULQJ�WKLV�SHULRG�ZLOO�EH�WUDFHG��7KHRUHWLFDOO\��VHYHQ�GLIIHUHQW�HIIHFWV�KDYH�EHHQ�LGHQWLILHG�LQ�WKLV�UHVSHFW�����'HEW��IORZ�DQG�VWRFN��HIIHFWV�����6WHULOL]DWLRQ�HIIHFWV�����([SHQGLWXUH�HIIHFWV�����5HYHQXH�HIIHFWV�����6HLJQLRUDJH�HIIHFWV�����3ULFH��LQIODWLRQ�WD[��HIIHFWV��DQG����6ZDSSLQJ��RI�GRPHVWLF�IRU�IRUHLJQ�GHEW��HIIHFWV�:KLOH�HDFK�RI�WKHVH�PLJKW�KDYH�D�VPDOO�HIIHFW�LQGLYLGXDOO\��WKH�FXPXODWLYH�RYHUDOO�LPSDFW�RQ�ILVFDO�SRVLWLRQ�FRXOG�EH�UHODWLYHO\�KLJK��,Q�RUGHU�WR�DVVHVV�WKLV�RYHUDOO�LPSDFW��D�VLQJOH�
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LGHQWLW\�PRGHO�ZDV�GHYHORSHG�E\�'DKDQ�� +RZHYHU��VLQFH�WKH�LVVXH�RI�WKH�ILVFDO�HIIHFWV�RI�PRQHWDU\�SROLF\�LV�PRUH�UHOHYDQW�LQ�WKH�VKRUW�UXQ��'DKDQ¶V�DVVHVVPHQW�LQFOXGHG�VKRUW�UXQ�HIIHFWV�RQO\��:KLOH�WKLV�DVVHVVPHQW�ZRXOG�EH�XVHIXO�IRU�(J\SW��LW�LV�QRW�SRVVLEOH�DW�WKLV�WLPH�GXH�WR�ODFN�RI�GHWDLOHG�LQIRUPDWLRQ���,QVWHDG��ZH�VKDOO�GHDO�ZLWK�WKHVH�HIIHFWV�VHSDUDWHO\�XQGHU�WKH�IROORZLQJ�IRXU�KHDGLQJV�����7KH�OHYHO�RI�SXEOLF�GHEW�����7KH�JRYHUQPHQW�EXGJHW�GHILFLW����7KH�VHLJQLRU�DJH�DQG�SULFH�HIIHFWV��DQG����7KH�VZDSSLQJ�HIIHFW�7KH�OHYHO�RI�SXEOLF�GHEW$V�LQGLFDWHG�HDUOLHU��WKH�FDSLWDO�LQIORZV�DWWUDFWHG�E\�VROLG�PDFURHFRQRPLF�SROLFLHV�DQG�WKH�UHODWLYHO\�KLJK�LQWHUHVW�UDWHV�IURP������WKURXJK������SXW�SHUVLVWHQW�SUHVVXUH�RQ�WKH�SRXQG�WR�DSSUHFLDWH��7R�DOOHYLDWH�WKLV�SUHVVXUH��WKH�&%( DEVRUEHG�WKH�H[FHVV�VXSSO\�RI�IRUHLJQ�H[FKDQJH��7KLV�EURXJKW�VRPH�86�����ELOOLRQ�WR�WKH�VWRFN�RI�(J\SW¶V�LQWHUQDWLRQDO�UHVHUYHV��+RZHYHU��YLUWXDOO\�WZR�WKLUGV�RI�WKLV�LQWHUYHQWLRQ�ZDV�VWHULOL]HG�GXULQJ�WKLV�SHULRG�WKURXJK�7%V��ZKLFK�ZHUH�VROG�RQ�ZHHNO\�DXFWLRQ�EDVLV��7KLV�FDXVHG�D�FRQVLGHUDEOH�ULVH�LQ�WKH�OHYHO�RI�SXEOLF�GHEW��7KH�H[WHQW�RI�WKH�LPSDFW�RI�PRQHWDU\�SROLF\�VWHULOL]DWLRQ�RQ�JRYHUQPHQW�GRPHVWLF�GHEW�FDQ�EH�WUDFHG�E\�VXEWUDFWLQJ�WKH�YROXPH�RI�7%V�LVVXHG�IRU�ILQDQFLQJ�JRYHUQPHQW�GHILFLW�IURP�WKH WRWDO�7%V�LVVXHG��DQG�WKHQ�DGGLQJ�WKH�7�ERQGV�LVVXHG�VLQFH������WR�VXEVWLWXWH�7%V�LQ�WKH�FRQWH[W�RI�GRPHVWLF�GHEW�UHVWUXFWXULQJ��7DEOH����
7DEOH����6WHULOL]DWLRQ�DQG�'RPHVWLF�'HEW��/(�EQ������ ����� ����� ����� ����� ����� ����� ����� ����� �����2XWVWDQGLQJ�7%V ��� ���� ���� ���� ���� ���� ���� ���� ���� ����7%V�WR�ILQDQFH�EXGJHW�GHILFLW �� �� ��� ��� ��� ��� ��� ��� ��� ���7%V�LVVXHG�IRU�VWHULOL]DWLRQ ��� ���� ���� ���� ���� ���� ���� ���� ���� ����7�ERQGV��GHEW�UHVWUXFWXULQJ� �� �� �� �� ��� ��� ��� ��� ���� ����6WHULOL]DWLRQ ��� ���� ���� ���� ���� ���� ���� ���� ���� ����'RPHVWLF�GHEW��''� ���� ���� ���� ����� ����� ����� ����� ����� ����� �����&KDQJH�LQ 6WHULOL]DWLRQ�WR�''���� ��� ���� ���� ��� ����� ��� ��� ��� ����� �����1RWHV���3URYLVLRQDO�7KH�VXP�RI�7�ERQGV�DQG�7%V�LVVXHG�IRU�VWHULOL]DWLRQ��7KLV�DSSHDUV�WR�EH�RQ�WKH�KLJK�VLGH��,W�VKRXOG�EH�PHQWLRQHG��KRZHYHU��WKDW�WKH�02)�SODFHV�DW�WKH�&%(�PRVW RI�WKH�VWHULOL]DWLRQ�SURFHHGV�DV�LQWHUHVW�EHDULQJ����SHUFHQW�OHVV�WKDQ�WKH�������GD\�7%V�UDWH��GHSRVLWV��'RPHVWLF�GHEW�LQFOXGHV�JRYHUQPHQW�DQG�SXEOLF�HFRQRPLF�DXWKRULWLHV�6RXUFH� 02()7�0RQWKO\� (FRQRPLF�'LJHVW� �6HSW�� ������� DQG� &%(�� (FRQRPLF� 5HYLHZ� DQG�0RQWKO\� 6WDWLVWLFDO� %XOOHWLQ�� �VHYHUDO�LVVXHV����)RU�FRPSOHWH�GDWD��VHH�7DEOHV���	����$QQH[�,�

� 'DKDQ��������SXW�PRVW�RI�WKH�HIIHFWV�LQWR�D�VLPSOH�IUDPHZRUN��&DOYR��/HLGHUPDQ�DQG�5HLQKDUW��������DQG�)UHQNHO��������HPSKDVL]HG�WKH�ILVFDO�FRVW�RI�VWHULOL]DWLRQ�DQG�7RELQ��������IRFXVHG�RQ�WKH�GHEW�HIIHFW�
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%DVHG�RQ�WKLV�FDOFXODWLRQ��WKH�LQFUHDVH�LQ�JRYHUQPHQW�GRPHVWLF�GHEW�DV�D�UHVXOW�RI�PRQHWDU\�SROLF\�VWHULOL]DWLRQ�DPRXQWHG�WR�/(������ELOOLRQ�DW�HQG�RI�-XQH������DQG�LQFUHDVHG�WR�/(������ELOOLRQ�E\�HQG�RI�-XQH�������DFFRXQWLQJ�IRU������SHUFHQW�RI�*'3��7KH�VL]H�RI�WKH�EXGJHW�GHILFLW7LJKW�PRQHWDU\�SROLF\��DORQJ�ZLWK�WKH�OLEHUDOL]DWLRQ�RI�LQWHUHVW�UDWHV�DQG�WKH�GHFLVLRQ�QRW�WR�ILQDQFH�DQ\�EXGJHW�GHILFLW�WKURXJK ERUURZLQJ�IURP�WKH�&%(��KDYH�LQIOXHQFHG�WKH�VL]H�RI�WKH�EXGJHW�GHILFLW�DQG�LWV�VHUYLFH��$Q�DQDO\VLV�RI�LQWHUHVW�SD\PHQWV�DV�D�UDWLR�RI�FXUUHQW�JRYHUQPHQW�UHYHQXHV��RXWOD\V��VL]H�RI�WKH�GHILFLW��DQG�*'3�LV�JLYHQ�LQ�7DEOH���EHORZ�
7DEOH����,QWHUHVW�3D\PHQWVRQ�3XEOLF�'HEW����� ����� ����� ����� ����� ����� ����� ����� �����,QWHUHVW�SD\PHQW ����� ����� ������ ������ ������ ������ ������ ������ �����$V�D���RI�&XUUHQW�H[SHQGLWXUH ����� ����� ����� ����� ����� ����� ����� ����� �����&XUUHQW�UHYHQXH ����� ����� ����� ����� ����� ����� ����� ����� �����2YHUDOO�EDODQFH ������ ������ ������ ������ ������ ������ ������ ������ �����1RPLQDO�*'3 ���� ���� ���� ���� ���� ���� ���� ���� ������&KDQJH�LQ�LQW��SD\�� ����� ����� ����� ����� ���� ���� ����� ����� ���1RWH���)RU�WKH�ILUVW�KDOI�\HDU�RQO\�6RXUFH� )RU� LQWHUHVW� SD\PHQWV��02()7�� ³0RQWKO\� (FRQRPLF�'LJHVW´�� DQG�&%(�� ³(FRQRPLF�5HYLHZ´� DQG� ³$QQXDO�5HSRUW´�� VHYHUDO�LVVXHV��)RU�RWKHU�GDWD��VHH�7DEOHV���DQG����$QQH[�,�,QWHUHVW�SD\PHQWV�UHJLVWHUHG�DW�D�UHFRUG�RI�����SHUFHQW�RI�*'3�LQ�����������EXW�GHFOLQHG�WKHUHDIWHU��$OWKRXJK�LQWHUHVW�SD\PHQWV�KDYH�SXVKHG�WKH�VL]H�RI�WKH�EXGJHW�GHILFLW�XSZDUG��VHYHUDO�IDFWRUV�FRQWULEXWHG�WR�D�GHFOLQH�LQ�WKH�ILVFDO�GHILFLW�UDWLR�WR�*'3� )LUVW� JRYHUQPHQW�ILQDQFHV�VLQFH�����������KDYH�H[SHULHQFHG�FRYHUDJH�UHYLVLRQ�ZKHUH�SXEOLF�VHFWRU�FRPSDQLHV¶�LQYHVWPHQWV�DQG�ILQDQFLQJ�ZHUH�LQFOXGHG�LQ�SUHSDUDWLRQ�IRU�SULYDWL]DWLRQ��7KH�LPSDFW�RI�WKLV�RQ�WKH�UHGXFWLRQ�RI�WKH�ILVFDO�GHILFLW�ZDV�UHPDUNDEOH��6HFRQG� D�SURJUHVVLYH�UHGXFWLRQ�LQ�VXEVLGLHV�ZDV�LPSOHPHQWHG�RQ�D�ZLGH�VFDOH��7KLUG� SULFH�DGMXVWPHQW�ZDV�HIIHFWLYHO\�FDUULHG�RXW�DQG�VXSSRUWHG�E\�WKH�JUDGXDO�SULYDWL]DWLRQ�SURJUDP�DQG�WKH�H[SDQVLRQ�RI�WKH�SULYDWH�VHFWRU�UROH�LQ�HFRQRPLF�DFWLYLWLHV��$OO�WKHVH�IDFWRUV�KHOSHG�WR�VWULFWO\�HQIRUFH�WKH�DQQXDO�WDUJHWV�IRU�WKH�RYHUDOO�EXGJHW�GHILFLW�XQWLO������������7KH�GHILFLW�WR�*'3�UDWLR�GHFOLQHG�IURP�����SHUFHQW�LQ�����������WR�����SHUFHQW�LQ�������������7DEOH���

7DEOH����'HYHORSPHQW�RI�WKH�%XGJHW�'HILFLW�5DWLR�WR�*'3������������± ������������������ ����� ����� ����� ����� ����� ����� ����� ����� �����%XGJHW�GHILFLW�WR�*'3�5DWLR ���� ���� ���� ��� ��� ��� ��� ��� ��� ���1RWH���3URYLVLRQDO�6RXUFH� 02()7��0RQWKO\� (FRQRPLF� 'LJHVW�� �6HSW�� ������� &%(��(FRQRPLF 5HYLHZ DQG�0RQWKO\� 6WDWLVWLFDO� %XOOHWLQ���VHYHUDO�LVVXHV���DQG�WKH�(J\SWLDQ�0LQLVWU\�RI�3ODQQLQJ���)RU�IXUWKHU�GDWD��VHH�7DEOHV���	��D��$QQH[�,�7KH�VHLJQLRUDJH�UHYHQXH
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*HQHUDOO\�VSHDNLQJ��WKH�VHLJQLRUDJH�HIIHFW�RQ�WKH�HFRQRP\�DQG�SXEOLF�ILQDQFH�UHYHQXH�LV�PHDVXUHG�E\�WKH�FKDQJH�LQ�UHVHUYH�PRQH\�DV�D�VKDUH�RI�*'3��L�H��û 50�*'3��6XEUDPDQLDQ���������7KLV�LV�JLYHQ�LQ�7DEOH����
7DEOH�����7KH�6HLJQLRUDJH�5HYHQXH������ ����� ����� ����� ����� ����� ����� ����� ����� �����7KH�VHLJQLRUDJH�UHYHQXH� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���6RXUFH�02()7��0RQWKO\�(FRQRPLF�'LJHVW��6HSW���������DQG�WKH�(J\SWLDQ�0LQLVWU\�RI�3ODQQLQJ��VHH�DOVR�7DEOH����$QQH[�,�

$V�WKH�WDEOH�VKRZV��WKH�VHLJQLRU�DJH�UHYHQXH�ZDV�KLJK�DW�WKH�EHJLQQLQJ�RI�WKH�UHIRUP�EHFDXVH�PRQHWDU\�SROLF\�UHOLHG�KHDYLO\ RQ�LVVXDQFH�RI�7%V�WR�DEVRUE�H[FHVV�OLTXLGLW\�HPDQDWLQJ�IURP�FDSLWDO�LQIORZV��,W�UHDFKHG�DV�KLJK�DV�����SHUFHQW�RI�*'3�LQ������������EXW�WKHQ�GHFOLQHG�WR�����SHUFHQW�LQ������������DQG�WKHQ�IXUWKHU�WR�����SHUFHQW�LQ�����������7KH�VZDSSLQJ�HIIHFW7KH�VZDSSLQJ�HIIHFW�RI�PRQHWDU\�SROLF\�RQ�ILVFDO�ILQDQFHV�GHDOV�ZLWK�WKH�WUDQVIRUPDWLRQ�RI�JRYHUQPHQW�ERUURZLQJ�IURP�GRPHVWLF�WR�IRUHLJQ�PDUNHWV�WR�EHQHILW�IURP�WKH�ORZHU�FRVW�RI�WKH�ODWWHU�UHODWLYH�WR�WKH�IRUPHU��,Q�FDVH�RI�(J\SW��ZKHUH�UHDO�LQWHUHVW�UDWHV�LQ�����������DQG�WKH�ILUVW�WKUHH�TXDUWHUV�RI������������7DEOH����$QQH[����ZHUH�ORZHU�IRU�WKH�(J\SWLDQ�SRXQG�UHODWLYH�WR�WKH�8�6��GROODU��PRYLQJ�WR�GRPHVWLF�ERUURZLQJ�ZDV�MXVWLILHG��$OWKRXJK�LQWHUHVW�UDWH�GLIIHUHQWLDOV�EHFDPH�SRVLWLYH�DQG�KLJK�IRU�WKH�SRXQG��SUHIHUHQFH�IRU�ERUURZLQJ�IURP�WKH�GRPHVWLF�PDUNHW�FRQWLQXHG��:KHQ�7�ERQGV�ZHUH�LQWURGXFHG�LQ�����������LQ�DQ�DWWHPSW�WR�UHVWUXFWXUH�JRYHUQPHQW�GHEW�WRZDUGV�ORQJHU�WHUP�PDWXULWLHV��WKH\�DOVR�FRQWULEXWHG�WR�UHYLWDOL]LQJ�WKH�FDSLWDO�PDUNHW��)XUWKHUPRUH��IROORZLQJ WKH�GHEW�UHGXFWLRQ�DQG�UHVFKHGXOLQJ�DJUHHPHQW�ZLWK�3DULV�&OXE��UHVWULFWLRQ�RQ�JRYHUQPHQW�IRUHLJQ�ERUURZLQJ�FRQWLQXHG��LUUHVSHFWLYH�RI�LQWHUHVW�UDWH�GLIIHUHQWLDOV��WR�WKH�H[WHQW�WKDW�QHW�IRUHLJQ�ILQDQFLQJ�IRU�WKH�JRYHUQPHQW�UHJLVWHUHG�DQ�LQFUHDVLQJ�QHW�SD\PHQW�WR�DEURDG��7KXV��WKH�VZDSSLQJ�HIIHFW�ZDV�QHJDWLYH�LQ�D�WUDGH�RII�ZLWK�WKH�SRVLWLYH�UHVXOWV�RQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW�DQG�WKH�LQIODWLRQ�UDWH��$JDLQ��WKLV�UHIOHFWV�DQ�LGHDO�GHJUHH�RI�FRRUGLQDWLRQ�EHWZHHQ�PRQHWDU\�DQG�ILVFDO�SROLFLHV��
&RRUGLQDWLRQ DQG�,PSOLFDWLRQV������±����)LVFDO�DQG�PRQHWDU\�SROLF\�VWDQFH$V�KDV�EHHQ�GHPRQVWUDWHG��HFRQRPLF�SHUIRUPDQFH�GXULQJ�WKH�ILUVW�VHYHQ�\HDUV�RI�WKH�UHIRUP�SURJUDP��IURP�����������XQWLO������������ZDV�VWURQJ��VSXUUHG�E\�FRRUGLQDWLRQ�RI�D�PDMRU�ILVFDO�FRQVROLGDWLRQ�DQG�FUHGLEOH�PRQHWDU\�SROLF\�ZLWK�ZLGH�HFRQRPLF�UHVWUXFWXULQJ��
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/HVV�IDYRUDEOH�WUHQGV��KRZHYHU��KDYH�HPHUJHG�LQ�UHFHQW�\HDUV��7KH�ILVFDO�GHILFLW�VKDUSO\�LQFUHDVHG�LQ�����������DQG������������JURZWK�SHUIRUPDQFH�LQ�WKH�UHDO�VHFWRUV�VORZHG�GRZQ��DQG�WKH EDODQFH�RI�SD\PHQWV�VZLWFKHG�IURP�D�VXUSOXV�LQWR�D�JURZLQJ�RYHUDOO�GHILFLW�ZLWK�D�QHJDWLYH�FXUUHQW�DFFRXQW�7KH�ODUJH�ILVFDO�LPEDODQFHV�GXULQJ�WKH�ODVW�WZR�\HDUV�LQGLFDWH�WKDW�(J\SW¶V�ILVFDO�DXWKRULWLHV�VZLWFKHG�IURP�D�WLJKW�ILVFDO�SROLF\�WR�DQ�H[SDQVLRQDU\�RQH���7DEOH�����
7DEOH�����(J\SW��&XUUHQW��FDSLWDO��DQG�RYHUDOO�EXGJHW�SRVLWLRQ��������± ��������LQ�/(�PQ������ ����� ����� ����� ����� ����� ����� ����� ����� �����&XUUHQW�EDODQFH ������ ����� ����� ����� ����� ����� ����� ����� ����� ������&DSLWDO�EDODQFH ������� ������ ������ ������ ������ ������ ������ ������� ������� ������2YHUDOO�SRVLWLRQ ������� ������ ������ ������ ������ ������ ������ ������ ������� �������1RWH���8S�XQWLO�0DUFK�RI������6RXUFH� &%(��(FRQRPLF�5HYLHZ��VHYHUDO�LVVXHV���DQG�02()7��0RQWKO\�(FRQRPLF�'LJHVW��6HSW����������)RU�FRPSOHWH�GDWD��VHH�7DEOH����$QQH[�,�

7KH�ODUJH�RYHUDOO�EXGJHW�GHILFLW�LQ�����������ZDV�SDUWLDOO\�ILQDQFHG�E\�D�VXUSOXV�RQ�WKH�FXUUHQW�DFFRXQW��+RZHYHU��LQ������������XS�XQWLO�0DUFK���WKH�GHILFLW�ZDV�DV D�UHVXOW�RI�FXUUHQW��DIWHU���\HDUV�RI�VXUSOXVHV��DQG�FDSLWDO�LPEDODQFHV��)LQDQFLQJ�RI�WKH�EXGJHW�GHILFLW�ZDV�ODUJHO\�LQ�WKH�IRUP�RI�ERUURZLQJ�IURP�WKH�EDQNLQJ�VHFWRU��HVSHFLDOO\�IURP�WKH�&%(��7KLV�ZDV�UHIOHFWHG�LQ�WKH�VL]H�RI�WKH�JRYHUQPHQW�GRPHVWLF�GHEW��H[FOXGLQJ�HFRQRPLF�DXWKRULWLHV���ZKLFK�LQFUHDVHG�E\�/(������ELOOLRQ�LQ�������������6HH�7DEOH����$QQH[�,,�2Q�WKH�RWKHU�KDQG��DV�D�UHVXOW�RI�WKH�UHYHUVDO�RI�FDSLWDO�PRYHPHQWV�VLQFH�WKH�EHJLQQLQJ�RI�������VWHULOL]DWLRQ�VWRSSHG��&DSLWDO�RXWIORZV�SURGXFHG�DQ�RYHUDOO�GHILFLW�LQ�WKH�%23�WR�WKH�RUGHU�RI�86������ELOOLRQ�LQ�����������DQG�86������ELOOLRQ�LQ������������,W�LV�ZRUWK�QRWLQJ�WKDW�WKH�LQWHUHVW�GLIIHUHQWLDO�IRU�7%V�UHDFKHG������SHUFHQW�LQ�-XQH������DQG�����SHUFHQW�IRU����\HDU�ERQGV��%XW��LQ�YLHZ�RI�WKH�VKRUWDJH�LQ�IRUHLJQ�H[FKDQJH��WKH�JRYHUQPHQW�GRPHVWLF�GHEW�H[SDQVLRQ��DQG�WKH�EXGJHW�VWDQFH��WKHUH�VHHPV�WR�EH�D�FKDQJH�LQ�SROLF\�VWUDWHJ\�IRU�WKH�JRYHUQPHQW�WRZDUGV�ERUURZLQJ�IURP�DEURDG�0RQHWDU\�SROLF\�REMHFWLYHV��RQ�WKH�RWKHU�KDQG��UHPDLQHG�WKH�VDPH��7R WKLV�HIIHFW��WKH�&%(�VROG�IRUHLJQ�FXUUHQF\�WR�ILOO�WKH�PDUNHW�JDS�DQG�GDPSHQ�WKH�GHSUHFLDWLRQ�PRYH��7KLV�OHG�WR�VKRUWDJH�RI�OLTXLGLW\�LQ�/(��7R�DQ�H[WHQW��WKLV�VHHPV�WR�EH�FRQVLVWHQW�ZLWK�WKH�H[SDQVLRQDU\�ILVFDO�VWDQFH��1HYHUWKHOHVV��WKH�&%(�LQMHFWHG�LQWR WKH�PDUNHW�GXULQJ�����������DORQH�VRPH�/(������ELOOLRQ�LQ�ORFDO�FXUUHQF\�WKURXJK�KLJKO\�VKRUW�WHUP�5HSRV��XS�WR���GD\V���7KLV�MHRSDUGL]HG�WKH�H[FKDQJH�UDWH�DQG�GLG�QRW�UHVROYH�WKH�ORQJHU�WHUP�QDWXUH�RI�OLTXLGLW\�VKRUWDJH�LQ�WKH�(J\SWLDQ�HFRQRP\�
� )RU�WKH�GHYHORSPHQW�RI�FDSLWDO�LQIORZV�DQG�SKDVHV�RI�VWHULOL]DWLRQ�LQ�(J\SW��VHH�(O�5HIDLH��������
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,PSOLFDWLRQV7KH�H[SDQVLRQDU\�ILVFDO�SROLF\�KDG�PRQHWDU\�LPSOLFDWLRQV��DV�LW�LPSRVHG�SUHVVXUH�RQ�PRQHWDU\�PDQDJHPHQW�WR�NHHS�WKH�LQWHUHVW�UDWH�KLJK�RU�IXUWKHU�UDLVH�LW��7KLV�LQ�WXUQ��KDG�GHIODWLRQDU\�HIIHFWV�RQ�LQYHVWPHQW��RXWSXW�DQG�JURZWK�7KH�QHZ�VWDQFH�RI�ILVFDO�SROLF\�KDV�PDGH�LW�GLIILFXOW�IRU�WKH�&%(�WR�PDLQWDLQ�WKH�RUGHUO\�EHKDYLRU�RI�ERWK�WKH�PRQHWDU\�DJJUHJDWHV�DQG�WKH�FUHGLW�WR�WKH�SULYDWH�VHFWRU��7KLV�FURZGLQJ�RXW�RI�WKH�SULYDWH�VHFWRU�LPSRVHG�SUHVVXUH�RQ�WKH�&%(�WR�XQGHUWDNH�5HSRV�WR�RIIVHW�WKH�UHVXOWLQJ VKRUWDJH�RI�OLTXLGLW\�FDXVHG�E\�WKLV�DQG�WKH�VHOOLQJ�RI�IRUHLJQ�H[FKDQJH��7KXV��WKH�QHZ�VWUDWHJ\�RI�WKH�JRYHUQPHQW�ILVFDO�VWDQFH�DIIHFWHG�LQ�PDQ\�ZD\V�WKH�FRQGXFW�RI�PRQHWDU\�SROLF\�GXULQJ�WKLV�SHULRG�DQG�LQIOXHQFHG�OLTXLGLW\��LWV�GLVWULEXWLRQ�LQ�WKH�HFRQRP\��DQG�WKH�H[FKDQJH�UDWH�2Q�WKH�RWKHU�VLGH��WKH�ILQDQFLDO�PDUNHWV�ZLWQHVVHG�GXULQJ�WKLV�SHULRG�ODUJH�YRODWLOLW\�RYHU�D�VOLGLQJ�GRZQZDUG�WUHQG�LQ�UHVSRQVH�WR�KLJK�LQWHUHVW�UDWHV�DQG�LQWHUQDWLRQDO�FDSLWDO�PDUNHW�FRQGLWLRQV��7KLV�VORZHG�GRZQ�IXUWKHU�GHYHORSPHQW�RI�WKH�PDUNHW�WRZDUGV�D�IXOO\�PDWXUHG�RQH��7KLV�PL[�RI�SROLF\�REMHFWLYHV��LQVWUXPHQWV�DQG�UHVXOWV�VWURQJO\�VXJJHVWV�WKH�QHHG�IRU�D�QHZ�PRGH�RI�FRRUGLQDWLRQ�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV�
9��7KH�)XWXUH�0RGH�RI�&RRUGLQDWLRQ�LQ�(J\SW
7KH�JURZLQJ�EXGJHW�GHILFLW��LQ�DGGLWLRQ�WR�WKH�02)¶V�SODQ�WR�HVWDEOLVK�D�QHZ�GHEW�PDQDJHPHQW�XQLW�DQG�WKH�PRYH�WRZDUGV�D�IOH[LEOH�H[FKDQJH�UDWH�UHJLPH�VLQFH�-XQH������UHTXLUH�FRRUGLQDWLRQ�DW�WKH�SROLF\�REMHFWLYHV�DQG�LQVWUXPHQWV�OHYHO�DQG�QHZ�OHJDO��LQVWLWXWLRQDO�DQG�RSHUDWLRQDO�DUUDQJHPHQWV�WR�WDNH�SODFH��+RZHYHU��EHIRUH�GLVFXVVLQJ�WKLV��D�IHZ�UHPDUNV�VKRXOG�EH�PDGH�WR�KLJKOLJKW�WKH�GLIIHUHQFHV�EHWZHHQ�WKH�PRGH�RI�FRRUGLQDWLRQ�QHHGHG�LQ�D�PDWXUH�ILQDQFLDO�PDUNHW�YHUVXV�WKDW�LQ�HFRQRPLHV�LQ�WUDQVLWLRQ�,Q�HFRQRPLHV�ZLWK�IXOO\�PDWXUHG�ILQDQFLDO�PDUNHWV��WKH�FRRUGLQDWLRQ�RI�SROLF\�REMHFWLYHV�DQG�LQVWUXPHQWV�DV�ZHOO�DV�WKH�LQVWLWXWLRQDO�DQG�RSHUDWLRQDO�DUUDQJHPHQWV�RI�PRQHWDU\�DQG�SXEOLF�GHEW�PDQDJHPHQW�FDQ�HLWKHU�EH�DFKLHYHG�WKURXJK��D��VKDULQJ�RI�FRPPRQ�REMHFWLYHV�DQG�WKH�SXUVXLW�RI�MRLQW�DFWLRQV��RU E��PDUNHW�IRUFHV��,Q�WKH�ODWWHU�FDVH��FRRUGLQDWLRQ�LV�DFKLHYHG�E\�DOORZLQJ�WKH�&%�WR�H[HUFLVH�RSHUDWLRQDO�DXWRQRP\�LQ�GHVLJQLQJ�DQG�LPSOHPHQWLQJ�PRQHWDU\�SROLF\��ZKLOH�WKH�ILVFDO�DXWKRULWLHV�RSHUDWH�LQ�GLIIHUHQW�VHJPHQWV�RI�WKH�ILQDQFLDO�PDUNHWV��,Q�RWKHU�ZRUGV��WKHUH�PXVW�EH�D�VHSDUDWLRQ�RI�GHEW��SULPDU\�PDUNHW��IURP�PRQHWDU\�LQVWUXPHQWV��VHFRQGDU\�PDUNHW���,Q�DOO�FDVHV��KRZHYHU��FRRUGLQDWLRQ�WKDW�HQVXUHV�WKH�EDODQFHG�VKDULQJ�RI�UHTXLUHG�LQIRUPDWLRQ�DQG�UHVSRQVLELOLWLHV�LV�QHFHVVDU\�WR�VXSSRUW�WKH�GD\�WR�GD\�H[HFXWLRQ�RI�PRQHWDU\�DQG�GHEW�PDQDJHPHQW�DQG�WR�DFKLHYH�WKH�VWDELOL]DWLRQ�JRDOV��6XQGDUDUDMDQ�HW�DO��������
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%DVHG�RQ�WKHVH�JHQHUDO�FKDUDFWHULVWLFV��PDQ\�HFRQRPLVWV�DUJXH�WKDW�LQ�FRXQWULHV�ZLWK�IXOO\�GHYHORSHG�PDUNHWV��WKH�&% DQG�WKH�WUHDVXU\��7KH�02)��LQ�WKH�FDVH�RI�(J\SW��VKRXOG�ZRUN�WRJHWKHU�WR�GHVLJQ��LPSOHPHQW��PRQLWRU�DQG��ZKHQ�QHFHVVDU\��UHYLVH�WKH�HQWLUH�ERG\�RI�PDFURHFRQRPLF�SROLFLHV���7KH\�VKRXOG�DOVR�SURYLGH�WKH�SXEOLF�ZLWK�LQIRUPDWLRQ�RQ�HFRQRPLF�SURJUHVV�DQG�LQWHUSUHWDWLRQ�RI�WKH�PDFURHFRQRPLF�VWUDWHJ\��)XUWKHUPRUH��LW�LV�QHFHVVDU\�WR�HVWDEOLVK�D�OHJDO�IUDPHZRUN�WR�JRYHUQ�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�&%�DQG�WKH�7UHDVXU\�ZLWK�FOHDUO\�GHILQHG�OLQHV�RI�UHVSRQVLELOLW\���8QGHU�WKLV�IUDPHZRUN��WKH�&%�VKRXOG�EH�JUDQWHG�WKH�WRROV��LQFOXGLQJ�JRYHUQPHQW�VHFXULWLHV��IRU�FRQGXFWLQJ�PRQHWDU\�SROLF\�ZLWKRXW�SULRU�DSSURYDO�RI�WKH�WUHDVXU\��DQG�EH�UHVWULFWHG�WR�OHQGLQJ�WR�WKH�JRYHUQPHQW�DQG�SXEOLF�HQWLWLHV�RQO\�RQ�PDUNHW�WHUPV�DQG�LQ�VSHFLILHG�OLPLWV��,Q�HFRQRPLHV�LQ�WUDQVLWLRQ��KRZHYHU��VWDELOL]DWLRQ�DQG�WKH�GHYHORSPHQW�RI�ILQDQFLDO�PDUNHWV�DUH�FRPPRQ�REMHFWLYHV�ELQGLQJ�PRQHWDU\�DQG�ILVFDO�DXWKRULWLHV��DQG�PRQHWDU\�DQG�SXEOLF�GHEW�PDQDJHPHQW�SROLFLHV�FDQQRW�EH�VWULFWO\�VHSDUDWHG��$FFRUGLQJO\��SROLF\�FRRUGLQDWLRQ�KDV�WR�EH�DFKLHYHG WKURXJK�VKDULQJ�FRPPRQ�REMHFWLYHV�DQG�WKH�SXUVXLW�RI�MRLQW�DFWLRQV�&RRUGLQDWLRQ�LQ�DOO�FDVHV�KDV�WR�EH�VXSSRUWHG�E\�FRQFUHWH�LQVWLWXWLRQDO��RUJDQL]DWLRQDO�DQG�OHJDO��DV�ZHOO�DV�RSHUDWLRQDO�DUUDQJHPHQWV��7R�LOOXVWUDWH��WKH�RSHUDWLRQ�DQG�VHWWLQJV�RI�LQGLUHFW�PRQHWDU\�LQVWUXPHQWV�KDYH�WR�WDNH�LQWR�DFFRXQW�ZKHQ�GHWHUPLQLQJ�SURMHFWLRQV�RI�JRYHUQPHQW�FDVK�IORZV�EDVHG�RQ�SURJUDPPHG�GHEW�VDOHV��$SSURSULDWH�RUJDQL]DWLRQDO�DUUDQJHPHQWV�DUH�QHHGHG�WR�IDFLOLWDWH�VXFK�SURMHFWLRQV�DQG�UHODWHG�GHFLVLRQV�RQ�LQVWUXPHQWV��/HJDO�DQG�RSHUDWLRQDO�DUUDQJHPHQWV�DUH�DOVR�QHHGHG�UHODWLQJ�WR�FRQVWUDLQWV�RQ�&%�FUHGLW�WR�JRYHUQPHQW��WKH�GLVSRVLWLRQ�RI�&%�SURILWV��DQG�WKH�GLYLVLRQ�RI�YDULRXV�GHEW�PDQDJHPHQW�IXQFWLRQV�EHWZHHQ�GLIIHUHQW�DJHQFLHV�7KH�GLVFXVVLRQ�RI�WKH�QHZ�PRGH�RI�FRRUGLQDWLRQ�DUUDQJHPHQWV�LQ�(J\SW�ZLOO�EH�RUJDQL]HG�XQGHU�WKUHH�PDLQ�KHDGLQJV�
�� &RRUGLQDWLRQ�RI�SROLF\�REMHFWLYHV��LQVWUXPHQWV��DQG�RSHUDWLRQV��� /HJDO�DUUDQJHPHQWV��DQG�� &RRUGLQDWLRQ�IUDPHZRUN�DQG�WKH�FROOHFWLRQ�RI�LQIRUPDWLRQ�DQG�SURMHFWLRQV�

,Q�WKLV�H[HUFLVH��UHIHUHQFH�LV�PDGH�WR�WKH�PDQGDWHV�JRYHUQLQJ�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�&%(�DQG�WKH�02)�LQ�(J\SW��ZKLFK�FRPSULVH�WKH�%DQNLQJ�DQG�&UHGLW�/DZ��WKH�&%(�VWDWXWHV�DQG�LWV�H[HFXWLYH�UHJXODWLRQV��WKH�)RUHLJQ�([FKDQJH�/DZ��WKH�)LVFDO�%XGJHW�/DZ��DQG�WKH�ODZ�IRU�,VVXDQFH�RI�7UHDVXU\�%RQGV���6HH�/HJDO�$EVWUDFWV�LQ�$QQH[�,,���5HIHUHQFH�ZLOO�EH�DOVR�GUDZQ�RQ�WKH�QHZ�3XEOLF�'HEW�0DQDJHPHQW�3URJUDP��3'03��VXPPDUL]HG�LQ�$QQH[�,,,��
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7KH�&RRUGLQDWLRQ�RI�3ROLF\�2EMHFWLYHV��,QVWUXPHQWV��DQG�2SHUDWLRQ�,I�RQH�RI�WKH�ILVFDO�REMHFWLYHV�RI�D�FRXQWU\�LV�FRVW�PLQLPL]DWLRQ�RI�JRYHUQPHQW�GHEW�VHUYLFH��DV�ZDV�VSHOOHG�RXW�LQ�(J\SW¶V�3'03���LWV�DWWDLQPHQW�SUHVXSSRVHV�WKDW�GHEW�PDQDJHPHQW�SROLFLHV�DUH�SDUW�RI�D�V\VWHP�WKDW�LQFOXGHV���������������������������������������������������������� 0DFUR�SROLFLHV�JHDUHG�WRZDUGV�HFRQRPLF�VWDELOLW\��� )XOO\�PDWXUHG�ILQDQFLDO�PDUNHWV��� $�UHJXODWRU\�IUDPHZRUN�WKDW�VXSSRUWV�YROXQWDU\�KROGLQJV�RI�JRYHUQPHQW�GHEW��� &RQVWUDLQWV�WKDW�OLPLW�WKH�&%�ILQDQFLQJ�RI�WKH�JRYHUQPHQW��� $�UHTXLUHPHQW�IRU�PDLQWDLQLQJ�SRVLWLYH�FDVK�EDODQFHV��DQG�� 5HVSRQVLELOLW\�SODFHG�RQ�WKH�&%�WR�GHWHUPLQH�WKH�RYHUDOO�PRQHWDU\�VWDQFH�1RW�DOO�RI�WKHVH�VL[�FRQGLWLRQV�DUH�PHW�LQ�(J\SW��HVSHFLDOO\�D�IXOO\�PDWXUHG�ILQDQFLDO�PDUNHW��7KH�UHVXOW�LV�WKDW�LI�FRVW�PLQLPL]DWLRQ�LV�DWWDLQHG��WKLV�ZLOO�EH�DW�WKH�H[SHQVH�RI�RWKHU�GLUHFW�RU�LQGLUHFW��QRW�LPPHGLDWH��ORVVHV�RQ�WKH�VLGH�RI�PRQHWDU\�REMHFWLYHV��L�H��H[FKDQJH�UDWH�ULVN�LI�GRQH�WKURXJK�VZDSSLQJ��RU�H[FKDQJH�UDWH�VWDELOLW\�LI�DFKLHYHG�WKURXJK�GRPHVWLF�RSHUDWLRQV���&ORVH�FRRUGLQDWLRQ�LV�QHFHVVDU\�QRW�RQO\�RQ�REMHFWLYHV�EXW�DOVR�RQ�LQVWUXPHQWV�DQG�RSHUDWLRQV��ZKLFK�DUH�GLVFXVVHG�LQ�WKH�IROORZLQJ�SDUDJUDSKV�&RRUGLQDWLRQ�&RPPLWWHHV,Q�PRVW�FRXQWULHV��FRRUGLQDWLRQ�LQ�WKH�H[HFXWLRQ�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV�LV�DFKLHYHG�WKURXJK�WKH�HVWDEOLVKPHQW�RI�FRRUGLQDWLRQ�FRPPLWWHHV���7KHVH�FRPPLWWHHV�QRUPDOO\�PHHW�RQ�D�UHJXODU�EDVLV�WR�H[FKDQJH�LQIRUPDWLRQ�ZLWK�UHVSHFW�WR�JRYHUQPHQW�ILQDQFLQJ�UHTXLUHPHQWV��DQDO\]H�DQG�GLVFXVV�WKH�UHVXOWV�RI�WKH�JRYHUQPHQW�FDVK�EDODQFH�SURMHFWLRQV��PRQLWRU�RYHUDOO�OLTXLGLW\�DQG�PDUNHW�GHYHORSPHQWV��DQG�GLVFXVV�WKH�VWUDWHJ\�IRU�DFKLHYLQJ�SXEOLF�GHEW�DQG�PRQHWDU\�PDQDJHPHQW�REMHFWLYHV��<HW��DV�PDUNHWV�GHYHORS��IRUPDO�FRQWDFW�LV�JHQHUDOO\�UHGXFHG�DV�PHHWLQJV�EHFRPH�IUHTXHQW�± EXW�LQIRUPDO�:KLOH�WKH�PDQGDWHV�RI�WKHVH�FRPPLWWHHV�YDU\�DFURVV�FRXQWULHV��RQH�FDQ�REVHUYH�VRPH�VLPLODULWLHV�LQ�WKH�DFWLYLWLHV�DQG�IXQFWLRQV�RI�WKH�FRRUGLQDWLRQ�FRPPLWWHHV�LQ�VHYHUDO�2(&'�FRXQWULHV��6DQGDUDUMDQ�HW�DO����������7KHVH�LQFOXGH�
�� 3ODQQLQJ WKH�UHJXODU�VDOH�RI�VHFXULWLHV��VHWWLQJ�TXDUWHUO\�DQG�\HDUO\�WDUJHWV�RQ�WKH�EDVLV�RI�JRYHUQPHQW�FDVK�IORZ�QHHGV��DQG�DVVHVVLQJ�WKH�DEVRUSWLRQ�FDSDFLW\�RI�WKH�PDUNHW�WDNLQJ�LQWR�DFFRXQW�PRQHWDU\�SROLF\�FRQVLGHUDWLRQV��� 'LVFXVVLQJ�WKH�UHVXOWV�RI�FRQVXOWDWLRQV�ZLWK�ILQDQFLDO�LQVWLWXWLRQV UHJDUGLQJ�WKHLU�SUHIHUHQFHV�RQ�H[LVWLQJ�DQG�SODQQHG�GHEW�LQVWUXPHQWV��� 0DNLQJ�FKDQJHV�LQ�VHFRQGDU\�PDUNHW�DUUDQJHPHQWV �FOHDULQJ�DQG�VHWWOHPHQW��DXWRPDWLRQ��UHJXODWRU\�DQG�VXSHUYLVRU\�TXHVWLRQV��HWF���
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�� 0DNLQJ�FKDQJHV�LQ�SULPDU\ PDUNHW�DUUDQJHPHQWV �DXFWLRQ�SURFHGXUHV��WKH�IUHTXHQF\�RI�RIIHULQJV��DQG�WKH�LQWURGXFWLRQ�RI�QHZ�LQVWUXPHQWV��HWF���DQG�� &RQGXFWLQJ�VWXGLHV�DQG�LVVXLQJ�UHFRPPHQGDWLRQV RQ�ORQJHU�WHUP�LVVXHV��WKH�XVH�RI�GLVWLQFW�GHEW�LQVWUXPHQWV�IRU�PRQHWDU\�PDQDJHPHQW�SXUSRVHV��PRGHUQL]DWLRQ�RI�JRYHUQPHQW�VHFXULWLHV�PDUNHWV��HWF��
,W�LV�FOHDU�WKDW�WKH�(J\SWLDQ�DXWKRULWLHV�UHFRJQL]HG�WKH�QHFHVVLW\�RI�FRRUGLQDWLRQ�IURP�WKH�EHJLQQLQJ�RI�WKH�LPSOHPHQWDWLRQ�RI�WKH�UHIRUP�SURJUDP��DV�WKH�&%(�IRUPHG�D�7%V�FRPPLWWHH�WKDW�LQYROYHG�D�UHSUHVHQWDWLYH�IURP�WKH�02)��+RZHYHU��WKH�WDVNV�UHTXLUHG�IRU�WKH�IXWXUH�ZLOO�EH�PXFK�ZLGHU�WKDQ�WKH�UHVSRQVLELOLWLHV�RI�WKLV�FRPPLWWHH���7KXV��WKHUH�LV�D�QHHG�WR�HVWDEOLVK�D�FRPPLWWHH�WR�KDQGOH�WKH�ILYH�IXQFWLRQV�PHQWLRQHG�DERYH�WKDW�ZLOO�DOVR�EH�PDQGDWHG�WR�PDNH�UHFRPPHQGDWLRQV�RQ�WKH�ZHHNO\�DXFWLRQ�YROXPHV�RI�7%V�DQG�WKH�YROXPH�DQG�WLPLQJ�RI�5HSRV�RSHUDWLRQV��7KH�&%(�DOVR�QHHGV�WR�HVWDEOLVK�D�0RQHWDU\�0DQDJHPHQW�&RPPLWWHH WR�EH�LQ�FKDUJH�RI�IRUPXODWLQJ�PRQHWDU\�DQG�H[FKDQJH�UDWH�SROLF\��VHWWLQJ�WKH�SDUDPHWHUV�DQG�WKH�LQVWUXPHQWV�IRU�WKH�&%(�RSHUDWLRQV��PDNLQJ�RQJRLQJ�DVVHVVPHQW�RI�WKH�DSSURSULDWH�SROLF\�VWDQFH��DQG�HQVXULQJ�WKDW�IDFWRUV�DIIHFWLQJ�EDQN�UHVHUYHV�DQG�PRQH\�VXSSO\�DUH�FRQVLVWHQWO\�SURMHFWHG��$QRWKHU FRPPLWWHH�ZLOO�EH�UHTXLUHG�IRU�WKH�GD\�WR�GD\�VHWWLQJ�RI�PRQHWDU\�SROLF\ LQVWUXPHQWV�DQG�WKH�GDLO\�VWUDWHJ\�IRU�PDUNHW�LQWHUYHQWLRQ��6KDULQJ�RI�LQIRUPDWLRQ�ZLWK�WKH�02)�LV�FULWLFDO��,QFOXGHG�LQ�WKLV�FRPPLWWHH�VKRXOG�EH�UHSUHVHQWDWLYHV�IURP�WKH�02)��WKH�GHEW�PDQDJHPHQW�XQLW��LQ�DGGLWLRQ�WR�WKH�PLQLVWU\�UHSUHVHQWDWLYH�RQ�WKH�&%(�%RDUG�RI�'LUHFWRUV��,W�DOVR�VHHPV�DSSURSULDWH�IRU�(J\SW�WR�HVWDEOLVK�D�QHZ�'HEW�0DQDJHPHQW�2IILFH DW�WKH�02)�WR�EH�LQ�FKDUJH�RI�SROLF\��SODQQLQJ��ILVFDO��DQG�DFFRXQWLQJ�IXQFWLRQV�RQO\��VXSSRUWHG�E\�D 'HEW�0DQDJHPHQW�&RPPLWWHH��7KLV�ODWWHU�PD\�LQFOXGH�RWKHU�H[WHUQDO�PHPEHUV�ZLWK�UHOHYDQW�H[SHULHQFH�DQG�RU�DFDGHPLF�EDFNJURXQGV��7KH�&%(�VKRXOG�FRQWLQXH�WR�EH�LQ�FKDUJH�RI�SULPDU\�LVVXDQFH��VHOOLQJ��VHFRQGDU\�PDUNHW��DQG�LVVXDQFH�DQG�UHGHPSWLRQ�IXQFWLRQV�$ -RLQW�&RRUGLQDWLRQ�&RPPLWWHH ZKRVH�IRUPDWLRQ��WDVNV��SURFHGXUHV�DUH�FOHDUO\�GHILQHG�DQG�DJUHHG�XSRQ�E\�WKH�WZR�ERGLHV�LV�DOVR�QHHGHG��7KLV�FRPPLWWHH�VKRXOG�EH�OLPLWHG�WR�WKH�WZR�LQVWLWXWLRQV��&%(�DQG�02)��DQG�LWV�GHFLVLRQV�VKRXOG�EH�ILQDO��,QWHUYHQWLRQ�LQVWUXPHQWV�IRU�PRQHWDU\ PDQDJHPHQW7KH�FRRUGLQDWLRQ�RI�RSHUDWLQJ�DUUDQJHPHQWV�FDQ�KHOS�WR�DFKLHYH�GHEW�DQG�PRQHWDU\�SROLF\�JRDOV��7KUHH�W\SHV�RI�RSHUDWLQJ�DUUDQJHPHQWV�PD\�EH�GLVWLQJXLVKHG��6DQGDUDUDMDQ�HW�DO��������
�� 6DPH�PDUNHW��SULPDU\����VDPH�LQVWUXPHQWV�ZKHUH�JRYHUQPHQW�VHFXULWLHV�DUH�XVHG�IRU�ERWK�GHEW�DQG�PRQHWDU\�PDQDJHPHQW�LQ�WKH�SULPDU\�PDUNHW�LQ�WKH�DEVHQFH�RI�D�
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GHYHORSHG�VHFRQGDU\�PDUNHW��7KLV�UHJLPH�LV�GRPLQDQW�LQ�GHYHORSLQJ�FRXQWULHV�DQG�SURYLGHV�WKH�VWURQJHVW�GHJUHH�RI�FRRUGLQDWLRQ��� 6DPH�PDUNHW��SULPDU\����GLIIHUHQW�LQVWUXPHQWV� ZKHUH�WKH�&%�VHFXULWLHV��VSHFLDO�LVVXH�RI�WUHDVXU\�VHFXULWLHV�RU�&%�FUHGLW�DXFWLRQ�LV�XVHG�IRU�PRQHWDU\�PDQDJHPHQW��7KH�VHFRQGDU\�PDUNHW�KDV�QRW�\HW�GHYHORSHG��7KLV�W\SH�RI�DUUDQJHPHQW�LV�GRPLQDQW�LQ�FRXQWULHV�LQ�WUDQVLWLRQ�DQG�UHTXLUHV�D�OHVVHU�GHJUHH�RI�FRRUGLQDWLRQ��� 'LIIHUHQW�PDUNHWV���VDPH�LQVWUXPHQW� ZKHUH�WKH�SULPDU\�PDUNHW�LV�XVHG�IRU�GHEW�DQG�WKH�VHFRQGDU\�PDUNHW�IRU�PRQHWDU\�PDQDJHPHQW��202���7KLV�V\VWHP�LV�GRPLQDQW�LQ�GHYHORSHG�FRXQWULHV�DQG�UHTXLUHV�WKH�ORZHVW�GHJUHH�RI�FRRUGLQDWLRQ�,W�LV�HVVHQWLDO�IRU�WKHVH�WKUHH�W\SHV�RI�RSHUDWLRQDO�FRRUGLQDWLRQ�WKDW�WKH�WUHDVXU\�UHJDUGV�WKH�LQWHUHVW�UDWH�DV�HQGRJHQRXV��L�H��LQIOXHQFHG�MRLQWO\�E\�PRQHWDU\�PDQDJHPHQW�RI�WKH�&%�DQG�E\�PDUNHW�FRQGLWLRQV��ZKLFK�DUH�LQIOXHQFHG�E\�GHEW�PDQDJHPHQW�RSHUDWLRQV���6HH�/DXUHQV�DQG�3LHGUD�������$OWKRXJK�WKH�OHJDO�IUDPHZRUN�LQ�(J\SW�DQG�RWKHU�SDSHUV��VHH�3UHVLGHQWLDO�GHFUHH�����DUWLFOH���DQG�6WDWH�%XGJHW�/DZ��DUWLFOH���LQ�$QQH[����JLYH�WKH�&%(�DPSOH�RSSRUWXQLW\�IRU�DXWRQRP\�LQ�LPSOHPHQWLQJ�PRQHWDU\�SROLF\�DQG�FRQGXFWLQJ�202�LQ�(J\SWLDQ�JRYHUQPHQW�VHFXULWLHV��LQ�SUDFWLFH��WKH�&%(�GRHV�QRW�KDYH�WKH�LQVWUXPHQWV�WR�GR�VR��7KLV�LV�EHFDXVH�WKH�EXON�RI�LWV�JRYHUQPHQW�VHFXULWLHV�KROGLQJV�DUH�QRQ�PDUNHWDEOH�HYHQ�WKRXJK�YLUWXDOO\�DOO�KROG�QHDU�PDUNHW�UDWHV��EHWZHHQ���SHUFHQW�DQG����SHUFHQW���0RUH�LPSRUWDQWO\��WKHVH�VHFXULWLHV�DUH�XVHG�DV�D�IRUPDO�FRYHU�RI�PRUH�WKDQ����SHUFHQW�RI�WKH�FXUUHQF\�LVVXHG��0RUHRYHU��7%V�DUH�QRW�PDUNHWDEOH�DQG�WKH�&%(¶V�KROGLQJV�RI�7�ERQGV�DUH�TXLWH�VPDOO��,Q�DGGLWLRQ��WKH�VHFRQGDU\�PDUNHW�KDV�QRW�\HW�EHHQ�IXOO\�GHYHORSHG��%HFDXVH�RI�WKLV��WKH�VXLWDEOH�DSSURDFK�WR�GHYHORS�WKH�VHFRQGDU\�PDUNHW�LV�WR�HQDEOH�WKH�&%(�WR�XVH�JRYHUQPHQW�VHFXULWLHV�LQ�WKLV�PDUNHW�IRU�PRQHWDU\�PDQDJHPHQW�:KLOH�WKH�FUHDWLRQ�RI�WKH�SXEOLF�GHEW�PDQDJHPHQW�XQLW�DW�WKH�02)�LV�GHVLUDEOH�IRU�ILVFDO�UHDVRQV��DV�PHQWLRQHG�HDUOLHU���WKH�UHVXOWV�RI�WKLV�FXUUHQW�VWXG\�SRLQW�WR�WKH�LPSRUWDQFH�RI�FRRUGLQDWLRQ�EHWZHHQ�WKH�0LQLVWU\�DQG�WKH�&%(�LQ�WKH�IXWXUH��7KLV�LV�FUXFLDO�WR�HQVXUH�WKDW�DQ\�FRQIOLFW�LV�UHVROYHG�LQ�IDYRU�RI�EHWWHU�HFRQRPLF�SHUIRUPDQFH��$V�VWDWHG�LQ�WKH�SURJUDP��ZKHUH�WKH�OHYHO�RI�ILQDQFLDO�GHYHORSPHQW�DOORZV��WKHUH�VKRXOG�LQ�SULQFLSOH�EH�D�VHSDUDWLRQ�RI�GHEW�PDQDJHPHQW�DQG�PRQHWDU\�SROLF\��+RZHYHU��ZKHQ�WKLV�VHSDUDWLRQ�LV�HIIHFWHG��WZR�RYHUULGLQJ�FRQVLGHUDWLRQV�ZLOO�EH�WR�HQVXUH�WKDW�WKH�GHEW�PDQDJHPHQW�SURFHVV�LV�QRW�LQIOXHQFHG�E\�LQVLGH�LQIRUPDWLRQ�RQ�LQWHUHVW�UDWH�GHFLVLRQV�DQG�WKDW�WKH�FRVW�ULVN�PLQLPL]DWLRQ�REMHFWLYH�LV�QRW�VHHQ�DV�HLWKHU�D�MXVWLILFDWLRQ�IRU�LQIOXHQFLQJ�



(&(6�:3����(O�5HIDLH�$SULO�����

��

GRPHVWLF�PRQHWDU\�SROLF\��RU�IRU�WKH�H[WHQVLRQ�RI�ORZ�FRVW�FHQWUDO�EDQN�FUHGLW�WR�WKH�JRYHUQPHQW��7KH�LQVWLWXWLRQDO�DUUDQJHPHQWV�IRU�SXEOLF�GHEW�PDQDJHPHQW�DQG�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�&%�DQG�WKH�02)$V�D�JHQHUDO�UXOH��WKH�02)�GHOHJDWHV�GHEW�PDQDJHPHQW�IXQFWLRQV�WR�WKH�&%��RU�DOWHUQDWLYHO\�WR�D�VHSDUDWH�VWDWXWRU\�DJHQF\��WKH�GHEW�PDQDJHPHQW�XQLW��VR�WKDW�LW�FDQ�IRFXV�RQ�LWV�SULPDU\�UHVSRQVLELOLWLHV�± ILQDQFLDO�SODQQLQJ�RI�JRYHUQPHQW�RSHUDWLRQV��FRQWURO�RI�EXGJHWDU\�H[HFXWLRQ��DQG�FDVK�PDQDJHPHQW��6XQGDUDUMDQ�HW�DO���������+RZHYHU��WKH�PLQLPXPUHVSRQVLELOLWLHV�D�&%�QRUPDOO\�KDV�LQ�GHEW�PDQDJHPHQW�DUH� D��DV�DGYLVRU�RQ�YROXPH��VWUXFWXUH��DQG�WLPLQJ�RI�JRYHUQPHQW�VHFXULWLHV��E��$V�LVVXLQJ�DJHQF\�DQG�UHGHPSWLRQ�DJHQW��VHWWLQJ�SURFHGXUHV�IRU�LPSOHPHQWDWLRQ��DQG�F��$V�ILVFDO�DJHQW��L�H��SOD\LQJ�WKH�JRYHUQPHQW�FDVKLHU�UROH��ZKLFK�UHTXLUHV�JRYHUQPHQW�GHSRVLWV�WR�EH�KHOG�DW�WKH�&%�+LVWRULFDOO\��WKLV�ZDV�WKH�FDVH�IRU�(J\SW��ZKRVH�DUUDQJHPHQWV�ZHUH�EXLOW�RQ�WKH�JURXQGV�RI�VRFLRSROLWLFDO�DQG�HFRQRPLF�UHDVRQV��6WLOO��DFFRUGLQJ�WR�WKH�SRVLWLRQ�RI�WKLV�VWXG\��WKH�GLVWULEXWLRQ�RI�IXQFWLRQV�DV�UHFRPPHQGHG�DERYH�LV�WKH�PRVW�VXLWDEOH�DUUDQJHPHQW�IRU�(J\SW��ORRNLQJ�DKHDG�LQ�WKH�PHGLXP�WHUP�
/HJDO�$UUDQJHPHQWV/LPLWLQJ�GLUHFW�FUHGLW�WR�WKH�JRYHUQPHQW7KLV�LVVXH�LV�FORVHO\�UHODWHG�WR�WKDW�RI�FHQWUDO�EDQN�LQGHSHQGHQFH��:KLOH�LW�LV�DFFHSWHG�IRU�WKH�&%�WR�GLUHFWO\�OHQG�WR�WKH�JRYHUQPHQW�LQ�WKH�DEVHQFH�RI�VHFXULWLHV�PDUNHWV��LW�LV�QRW�DSSURSULDWH�LQ�WKH�FRQWH[W�RI�OLEHUDOL]DWLRQ�IRU�WKH�JRYHUQPHQW�WR�KHDYLO\�UHO\�RQ�WKH�FHQWUDO�EDQN�WR�ILQDQFH�JURZLQJ�H[SHQGLWXUHV��6XFK�DFWLRQV�SRVH�D�WKUHDW�WR�PDFURHFRQRPLF�RXWFRPHV�LQ�WHUPV�RI�VWDELOLW\�DQG�FUHGLELOLW\��7KH�UHFHQW�WUHQG�KDV�EHHQ�WR�LQFRUSRUDWH�LQ�WKH�&HQWUDO�%DQN�/DZ�D�SURYLVLRQ�HVWDEOLVKLQJ�OLPLWV�RQ�WKH�WRWDO�DPRXQW�RI�RXWVWDQGLQJ�&%�FUHGLW�WR�WKH�JRYHUQPHQW�7KH�(J\SWLDQ�H[SHULHQFH�LQGLFDWHV�WKDW�WKH�OHJDO�OLPLWDWLRQV�JRYHUQLQJ�WKH�&%(�FUHGLW�WR�WKH�JRYHUQPHQW�H[LVW��3UHVLGHQWLDO�'HFUHH�1R������DUWLFOH���LQ�$QQH[�,,���+RZHYHU��JRYHUQPHQW�ERUURZLQJ�IURP�WKH�&%(��PDLQO\�LQ�RYHUGUDIWV��SUDFWLFDOO\�H[FHHGV�WKHVH�OLPLWV�DQG�LV�QRW�VHWWOHG�DW�WKH�OHJDO�GXH�GDWHV��2EYLRXVO\��DGKHULQJ�WR�OHJDO�PDQGDWHV�LV�FUXFLDO�DQG�VKRXOG�EH�VWULFWO\�REVHUYHG�LQ�WKH�IXWXUH�
� 7KLV� SRVWXODWH� LV� TXLWH� LQWHUHVWLQJ� DQG� YLWDO� EHFDXVH� WKH� &%(� KDV� EHHQ� DQG� LV� FXUUHQWO\� ILQDQFLQJ� WKHJRYHUQPHQW�E\�ZD\�RI�SHUPLWWLQJ�RYHUGUDIW�EDODQFHV�ZLWKRXW�DQ\�FKDUJHV�
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3XEOLF�GHILFLW�OLPLWDWLRQ�FODXVH7KHUH�LV�ZLGH�VSUHDG�FRQFHUQ�DERXW�WKH�ODFN�RI�LQVWLWXWLRQDO�DUUDQJHPHQWV�WR�SURPRWH ILVFDO�GLVFLSOLQH��$�JURZLQJ�QXPEHU�RI�FRXQWULHV�DUH�FRQVLGHULQJ�WKH�LQWURGXFWLRQ�RI�ILVFDO�UXOHV��EDODQFHG�RU�GHILFLW�OLPLWDWLRQ�FODXVHV��VXFK�DV�³7KH�*URZWK�DQG�6WDELOLW\�3DFW´�WKDW�KDV�EHHQ�DJUHHG�XSRQ�E\�WKH�PHPEHUV�RI�WKH�(XURSHDQ�0RQHWDU\�8QLRQ��/DXUHQV�DQG�3LHGUD��������$OWKRXJK�(J\SW�WDUJHWHG�EXGJHW�GHILFLW�DV�D�SHUFHQWDJH�RI�*'3�GXULQJ�WKH�VWDELOL]DWLRQ�SURJUDP��WKLV�ZDV�QRW�VSHOOHG�RXW�LQ�WKH�DQQXDO�EXGJHW�SODQV�DV�D�OLPLWDWLRQ��0RUHRYHU��DIWHU�WKH�SURJUDP�HQGHG�ZLWK�WKH�,0)�LQ�������WKH�ILVFDO�GHILFLW�WDUJHW�ZDV�EUHDFKHG�LQ�����������DQG������������7KLV�LV�EHFDXVH�WKHUH�DUH�QHLWKHU�DSSURSULDWH�GHILFLW�OLPLWDWLRQ�FODXVHV�VWLSXODWHG�LQ�WKH�VWDWH�EXGJHW�ODZ�QRU�HOVHZKHUH��$�PDQGDWH�IRU�D�GHILFLW�OLPLWDWLRQ�FODXVH�ZRXOG�EH�VLJQLILFDQWO\�KHOSIXO�LQ�IDFLOLWDWLQJ�FRRUGLQDWLRQ�LQ�(J\SW�LQ�WKH�IXWXUH�7KH�&%�SURILWV�DQG�ORVVHV7KH�SURILWV�RU�ORVVHV�RI�WKH�&%�FDQ�EH�VXEVWDQWLDO�DQG�WKHLU�WUHDWPHQW�FDQ�KDYH�LPSRUWDQW�LPSOLFDWLRQV�IRU�ERWK�PRQHWDU\�SROLF\�DQG�SXEOLF�GHEW�PDQDJHPHQW��7R�VXSSRUW�VWDELOL]DWLRQJRDOV��&%�SURILWV��ZKHQ�GLVWULEXWHG�WR�WKH�WUHDVXU\��VKRXOG�EH�LPPHGLDWHO\�QHWWHG�RXW�DJDLQVW�WKH�02)�GHEW�WR�WKH�&%�UDWKHU�WKDQ�GHSRVLWHG�LQWR�LWV�FXUUHQW�DFFRXQW�DW�WKH�&%��7KH�EXGJHW�ODZ�VKRXOG�FRQVLGHU�&%�SURILWV�DV�H[WUDRUGLQDU\�UHYHQXH�WKDW�VKRXOG�RQO\�EH�XVHG�WR�UHSD\�JRYHUQPHQW�GHEW�WR�WKH�&%�$V�ZLWK�SURILWV��&%�ORVVHV�VKRXOG�EH�RIIVHW��7KHUH�VKRXOG�EH�FKDUJHV�WR�WKH�02)�LQ�WKH�IRUP�RI�D�ORDQ�RU�SODFHPHQW�RI�VHFXULWLHV�FDUU\LQJ�PDUNHW�UDWHV�WR�EH�UHSDLG�ZLWKLQ�D�VSHFLILHG�SHULRG�RI�WLPH�,Q�WKLV�FRQWH[W��LW�LV�LPSRUWDQW�WR�DYRLG�³OHDNV´��RII�EXGJHW�WUDQVDFWLRQV��DV�KDSSHQHG�LQ�(J\SW�LQ�WKH�ODVW�WZR�\HDUV��,W�LV�DOVR�HTXDOO\�LPSRUWDQW�WR�PDNH�DSSURSULDWH�DUUDQJHPHQWV�LQ�DGYDQFH��WR�DYRLG�D�TXDVL�ILVFDO�GHILFLW�FDXVHG�E\�FHQWUDO�EDQN�ORVVHV�RU�KLJK�SURILWV��LQ�RUGHU�WR�VXSSRUW�WKH�JRYHUQPHQW�DW�WKH�H[SHQVH�RI�PRQHWDU\�REMHFWLYHV��1RWDEO\��WKH�WUDQVIHU�RI�DQQXDO�QHW�SURILW�RI�WKH�&%(�WR�WKH�JRYHUQPHQW�LV�PDQGDWRU\��3UHVLGHQWLDO�'HFUHH�����DUWLFOH����DQG�/DZ������DUWLFOH����LQ�$QQH[�,,���EXW�WKHUH�DUH�QR�VLPLODU�PDQGDWRU\�VWDWHPHQWV�IRU�WKH�FRYHUDJH�RI�ORVVHV��0DQGDWRU\�VWDWHPHQWV�IRU�WKH�FRYHUDJH�RI�ORVVHV�QHHG�WR�EH�VSHOOHG�RXW�LQ�WKH�EDQNLQJ�ODZ�
&RRUGLQDWLRQ�)UDPHZRUN�DQG�WKH�&ROOHFWLRQ�RI�,QIRUPDWLRQ�DQG�3URMHFWLRQV&RRUGLQDWLRQ�DW�WKH�RSHUDWLRQDO�OHYHO�HQFRPSDVVHV�PDFUR��PRQHWDU\�SURJUDPPLQJ��DQG�PLFUR��GD\�WR�GD\�LPSOHPHQWDWLRQ��IUDPHZRUNV��
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7KH�PDFUR�IUDPHZRUN�RI�FRRUGLQDWLRQ�0RQHWDU\�SURJUDPPLQJ�LV�VLPSO\�D�IUDPHZRUN�IRU�GHVLJQLQJ�PRQHWDU\�SROLF\�WR�DFKLHYH�FHUWDLQ�PRQHWDU\�WDUJHWV�ZLWKLQ�D�VSHFLILF�WLPH�KRUL]RQ��,Q�SUDFWLFH��WKLV�FDSWXUHV�WKH�LQWHUDFWLRQ�EHWZHHQ�PRQHWDU\�DQG�ILVFDO�SROLF\��,W�LQFOXGHV�PRQWKO\�DQG�TXDUWHUO\�SURMHFWLRQV�RI�NH\�PRQHWDU\�DJJUHJDWHV��VXFK�DV�GRPHVWLF�OLTXLGLW\��QHW�GRPHVWLF�DVVHWV��QHW�IRUHLJQ�DVVHWV��HWF���LQFOXGHG�LQ�WKH�EURDG�PRQH\�SURJUDP���DQG�ZHHNO\�DQG�GDLO\�IRUHFDVWV�RI�WKH�PDLQ�LWHPV�RI�WKH�FHQWUDO�EDQN�EDODQFH�VKHHW��UHVHUYH�PRQH\�SURJUDP���7KH�EURDG�PRQH\�SURJUDP�REYLRXVO\�UHIOHFWV�DQ�DVVHVVPHQW�RI�WKH�PRQHWDU\�VWDQFH��L�H��PRQHWDU\�WDUJHWV��LQ�UHODWLRQ�WR�WKH�ILVFDO�DFFRXQWV�DQG�WKH�EDODQFH�RI�SD\PHQWV��7KH�XVH�RI�LQGLUHFW�LQVWUXPHQWV�UHTXLUHV�D�UHVHUYH�PRQH\�SURJUDP�IRU�ZHHNO\�DQG�GDLO\�RSHUDWLRQV�RI�WKH�FHQWUDO�EDQN�6LQFH������������(J\SW�KDV�PRYHG�IURP�GLUHFW�WR�LQGLUHFW�PRQHWDU\�PDQDJHPHQW��7KLV�IUDPHZRUN�QHHGV�D�SROLF\�PL[�WR�UHIOHFW�WKH�PDLQ�VRXUFHV�RI�UHVHUYH�PRQH\�JURZWK��WKH�FRXQWHUSDUW�LWHPV�RQ�WKH�&%(�EDODQFH�VKHHW���L�H��QHW�FUHGLW�WR�WKH�JRYHUQPHQW��QHW�FUHGLW�WR�WKH�EDQNLQJ�VHFWRU��DQG�QHW�IRUHLJQ�DVVHWV��7KH�HIIHFWLYHQHVV�RI�WKLV�LQGLUHFW�PRQHWDU\�PDQDJHPHQW�LV�KLJKO\�UHODWHG�WR�WKH�LQVWLWXWLRQDO�DUUDQJHPHQWV�JRYHUQLQJ�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�&%(�DQG�WKH�02)�WR�HQVXUH�ILVFDO�GLVFLSOLQH��$OVR�LQ�DGGLWLRQ�WR�5HSRV��WKH�&%(�VKRXOG�EH�FDUU\LQJ�RXW�202�XVLQJ�PDUNHWDEOH�JRYHUQPHQW�VHFXULWLHV� &OHDUO\�FRRUGLQDWLRQ�WR�HQVXUH�FRQVLVWHQF\�ZLWK�GHEW�PDQDJHPHQW�RSHUDWLRQV�LV�QHFHVVDU\�$V�(J\SW�DFKLHYHV�KLJKHU�GHJUHHV�RI�ILQDQFLDO�VRSKLVWLFDWLRQ�DQG�GHYHORSPHQW��PRUH�UHOLDQFH�RQ�LQWHUHVW�UDWHV�DQG�PDUNHW�PHFKDQLVPV�IRU�SROLF\�FRRUGLQDWLRQ�PD\�EH�FRQVLGHUHG��� $W�WKLV�VWDJH��WKH�IXOO�3'03�FRXOG�EH�LPSOHPHQWHG�LQ�ZD\�WKDW�FRRUGLQDWLRQ�ZRXOG�UHO\�RQ�PDUNHW�VLJQDOV�DQG�LQIRUPDO�PHDQV��,Q�VXFK�D�FDVH��FRVW�PLQLPL]DWLRQ�RI�SXEOLF�GHEW�PDQDJHPHQW�ZRXOG�KDYH�D�VLJQLILFDQW�VFRSH��0LFUR�IUDPHZRUN�RI�FRRUGLQDWLRQ�7KH�PLFUR�IUDPHZRUN�RI�FRRUGLQDWLRQ�UHIHUV�WR�WKH�FDVK�IORZ�SURMHFWLRQV�WKDW�KHOS�WKH�&%�GDLO\�PRQHWDU\�PDQDJHPHQW��,W�UHODWHV��WKHUHIRUH��WR�JRYHUQPHQW�FDVK�EDODQFHV��WKH�OHYHO�RI�&%�FUHGLW�WR�WKH�JRYHUQPHQW�DQG�RWKHU�JRYHUQPHQWDO�ERGLHV��DV�SHUPLVVLEOH���:KHWKHU�D�VLQJOH�DFFRXQW�IRU�WKH�WUHDVXU\�DW�WKH�&%�LV�IROORZHG��RU�WKH�JRYHUQPHQW�LV�DOORZHG�WR�SODFH�GHSRVLWV�ZLWK�FRPPHUFLDO�EDQNV�IRU�FRVW�PLQLPL]DWLRQ�UHDVRQV��LQIRUPDWLRQ�RQ�FDVK�IORZ�IRUHFDVWV�ZLOO�QHHG�WR�EH�VKDUHG�IRU�ERWK�WKH�GHEW�DQG�PRQHWDU\�PDQDJHPHQW��� 7KLV�LV�FUXFLDO�IRU�PRQHWDU\�SROLF\�WR�GHFLGH��LQ�DGGLWLRQ�WR�WKH�DPRXQW��WKH�WLPLQJ�RI�WKH�FHQWUDO�EDQN�LQWHUYHQWLRQ��2EYLRXVO\��LI�IRUHFDVW�PHWKRGV�XVHG�E\�WKH�02)�DQG�WKH�&%�DUH�HIILFLHQW��HDFK�PD\�SHUIRUP�LWV�IRUHFDVWLQJ�LQGHSHQGHQWO\��EHFDXVH�WKH\�
�� 6XVWDLQDEOH�PRQHWDU\� DQG� ILVFDO� SROLF\� VWDQFHV� ZRXOG� EH� DOZD\V� UHTXLUHG�� HVSHFLDOO\� ILVFDO� GLVFLSOLQH� DV� LW�WDNHV�TXLWH�D�ORQJ�WLPH�WR�DOWHU�ILVFDO�VWDQFH�WKURXJK�SROLF\�DFWLRQV��� 6XFK�DV�LQ�WKH�8.��86$��*HUPDQ\��&DQDGD��)UDQFH��DQG�0DOD\VLD��VHH�/DXUHQV�DQG�3LHGUD��������
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DUH�VXSSRVHG�WR�EH�VR�FORVH���VHH�6DQGDUDUDMDQ�HW�DO���������5HOLDQFH�RQ�D�RQH�SDUW\�IRUHFDVW�LQ�D�GHYHORSLQJ�FRXQWU\�OLNH�(J\SW�LV�QRW�DGYLVDEOH��'LVFXVVLRQ�RI�IRUHFDVWV�EHWZHHQ�WKH�WZR�ERGLHV�LV�FUXFLDO�DQG�QHFHVVLWDWHV�LQ�DOO�FDVHV�PDQGDWRU\�VFKHPHV�
9,��&RQFOXVLRQ
7KLV�SDSHU�IRXQG�WKDW�XQWLO������������WKH�FRRUGLQDWLRQ�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV�LQ�(J\SW�ZDV�KLJKO\�VXFFHVVIXO��EXW�WKDW�WKH�QHZ�WUHQG�LQ�ILVFDO�SROLF\�VWDQFH�DQG�GHEW�PDQDJHPHQW�DUUDQJHPHQWV��WKH�HVWDEOLVKPHQW�RI�D�QHZ�3'03�ZLWK�D�QHZ�XQLW�IRU�GHEW�PDQDJHPHQW�DW�WKH�02)��DQG�WKH�FKDQJHV�LQ�WKH�H[FKDQJH�UDWH�UHJLPH�VLQFH�-XQH������WRZDUGV�PRUH�IOH[LELOLW\�QHFHVVLWDWH�D�QHZ�FRQFUHWH�PRGH�RI�FRRUGLQDWLRQ��7KH�SDSHU�FRQFOXGHV�WKDW��D��LW�LV�WRR�HDUO\�WR�VHSDUDWH�FRPSOHWHO\�WKH�GHEW�IURP�PRQHWDU\�PDQDJHPHQW��%XW��ORRNLQJ�DKHDG��SUHSDUDWLRQ�IRU�D�VHSDUDWH�SXEOLF�GHEW�PDQDJHPHQW�RIILFH�LV�XVHIXO��E��LW�LV�QHFHVVDU\�WR�HVWDEOLVK�D�SXEOLF�GHEW�XQLW��IXOO\�DXWRPDWHG��DW�WKH�02)�ZLWK�FHUWDLQ�IXQFWLRQV��PDQDJLQJ�FDVK�EDODQFHV��PHDVXULQJ�WKH�UHFRUGV�IRU�IORZ�DQG�VWRFN�RI�GHEW��DQG�IRUPXODWLQJ�D�GHEW�SURJUDP���F��HVWDEOLVKPHQW�RI�FRPPLWWHHV�ZLWKLQ�WKH�02)�DQG�WKH�&%(�DV�ZHOO�DV�D�MRLQW�FRRUGLQDWLRQ�FRPPLWWHH�ZKRVH�GHFLVLRQV�DUH�ILQDO�QHHG�WR�EH�PDGH��DQG�G��VHYHUDO�OHJDO�PDQGDWHV�WR�DVVLVW�WKLV�SURFHVV�UHODWLQJ�LQ�SDUWLFXODU�WR�WKH�IRUPDWLRQ�RI�FRPPLWWHHV��GHILFLW�OLPLWDWLRQV��OLPLWDWLRQV�RQ�FUHGLW�WR�WKH�JRYHUQPHQW��GLYLVLRQ�RI�UHVSRQVLELOLWLHV�RI�SXEOLF�GHEW�PDQDJHPHQW��DQG�WKH�WUHDWPHQW�RI�WKH�&%�SURILWV�DQG�ORVVHV�DUH�QHFHVVDU\�1HHGOHVV�WR�VD\�WKDW�D�GHPDUFDWLRQ�OLQH�RI�UHVSRQVLELOLWLHV�EHWZHHQ�WKH�GLIIHUHQW�ERGLHV��LGHQWLILFDWLRQ�RI�WKH�WDVNV�RI�HDFK�FRPPLWWHH�LQ�D�FOHDU�PDQQHU��WKH�GHVLJQ�RI�WKH�EHVW�ZD\V�DQG�PHDQV�RI�WKHLU�IXQFWLRQLQJ��DV�ZHOO�DV�PHWKRGV�XVHG�WR�HQVXUH�DGKHUHQFH�WR�WKH�PDQGDWHV�DQG�ODZV�DUH�DOO�QHFHVVDU\�SUHUHTXLVLWHV�IRU�D�VXFFHVVIXO�PRGH�RI�FRRUGLQDWLRQ�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV�LQ�(J\SW�LQ�WKH�IXWXUH�
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5HIHUHQFHV$XGHUEHUJ��0�5����������³&OXVWHU�$QDO\VLV�IRU�$SSOLFDWLRQV´��1HZ�<RUN��$FDGHPLF�3UHVV�
%DOLQR��7RPDV�-�7����������³�&HQWUDO�%DQN�,QGHSHQGHQFH�DQG�&RRUGLQDWLRQ�RI���������������������������0RQHWDU\�3ROLF\�DQG�3XEOLF�'HEW�´�,0)�
'DKDQ��0RPL���������³7KH�)LVFDO�(IIHFWV�RI�0RQHWDU\�3ROLF\´��,0)��0($�'HSDUWPHQW��:RUNLQJ�3DSHU�:3��������0D\��
(O�5HIDLH��)����������³7KH�&RQGXFW�RI�0RQHWDU\�3ROLF\�ZLWK�DQ�2SHQ�&DSLWDO�$FFRXQW´��0')��0RURFFR�
)UDQNHO��-HIIUH\�$����������³1R�6LQJOH�&XUUHQF\�5HJLPH�LV�5LJKW�IRU�$OO�&RXQWULHV��RU�DW�$OO�7LPHV´��1%(5��:RUNLQJ�3DSHU�������6HSWHPEHU��
/DXUHQV��%HUQDUG�DQG�GH�OD�3LHGUD��(QULTXH�*����������³&RRUGLQDWLRQ�RI�0RQHWDU\�DQG�)LVFDO�3ROLFLHV´��,0)��0($�'HSDUWPHQW��:RUNLQJ�3DSHU�:3��������0DUFK��
6XEUDPDQLDQ��$UYLQG���������³7KH�(J\SWLDQ�6WDELOL]DWLRQ�([SHULHQFH��$Q�$QDO\WLFDO���5HWURVSHFWLYH´�(&(6�:RUNLQJ�3DSHU�QR�����2FWREHU��
6XQGDUDUDMDQ��9��'DWWHOV�HW�DO���������³7KH�&RRUGLQDWLRQ�RI�'RPHVWLF�'HEW�DQG�0RQHWDU\�0DQDJHPHQW�LQ�(FRQRPLHV�LQ�7UDQVLWLRQ�,VVXHV�DQG�/HVVRQV�IURP�([SHULHQFH´��,0)�:RUNLQJ�3DSHU�:3��������0DUFK��
6XNKDWPH��3DQGXUDQJ�9��������� ³6DPSOLQJ�7KHRU\�RI�6XUYH\V�ZLWK�$SSOLFDWLRQV´��7KH�,RZD�6WDWH�&ROOHJH�3UHVV��$PHV��,RZD��86$�
<D\DWL��(��DQG�6WXU]HQHJJHU��)����������³&ODVVLI\LQJ�([FKDQJH�5DWH�5HJLPHV��'HHGV�YV��:RUGV´��EXVLQHVV�6FKRRO�6HPLQDU�DW�8QLYHUVLGDG�7RUHYDWR�'L�7HOOD�DQG�/$&($�&RQIHUHQFH�LQ�6DQGLDJR�&KLOH��1RYHPEHU��
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7DEOH����(J\SW��9RODWLOLW\�RI�([FKDQJH�5DWH�DQG�,QWHUQDWLRQDO�5HVHUYHV�����������
1RPLQDO�([FKDQJH�5DWH

9RODWLOLW\�RI WKH�([FKDQJH�5DWH
1,5��86�� 1,5��/(� &KDQJH�LQ�1,5 5HVHUYH�0RQH\ 9RODWLOLW\�RI���1,5

�������-XQH ����� ����� ����� ������ ��� ������ �����������-XO\ ����� ����� ����� ������ �� ������ ����$XJXVW ����� ����� ����� ������ ��� ������ ����6HSWHPEHU ����� ����� ����� ������ ��� ������ ����2FWREHU ����� ����� ����� ������ ����� ������ ����1RYHPEHU ����� ����� ����� ������ ��� ������ ����'HFHPEHU ����� ����� ����� ������ ����� ������ ����-DQXDU\ ����� ����� ����� ������ ��� ������ ����)HEUXDU\ ����� ����� ����� ������ ��� ������ ����0DUFK ����� ����� ����� ������ ����� ������ ����$SULO ����� ����� ����� ������ ��� ������ ����0D\ ����� ����� ����� ������ ����� ������ ����-XQH ����� ����� ����� ������ ����� ������ �����������-XO\ ����� ����� ����� ������ ���� ������ �����$XJXVW ����� ����� ����� ������ ����� ������ ����6HSWHPEHU ����� ����� ����� ������ ����� ������ ����2FWREHU ����� ����� ������ ������ ����� ������ ����1RYHPEHU ����� ����� ������ ������ ��� ������ ����'HFHPEHU ����� ����� ������ ������ ����� ������ ����-DQXDU\ ����� ����� ������ ������ ����� ������ ����)HEUXDU\ ����� ����� ������ ������ ����� ������ ����0DUFK ����� ����� ������ ������ ������ ������ �����$SULO ����� ����� ������ ������ ��� ������ �����0D\ ����� ����� ������ ������ ����� ������ ����-XQH ����� ����� ������ ������ ��� ������ ������������-XO\ ����� ����� ������ ������ ������ ������ �����$XJXVW ����� ����� ������ ������ ����� ������ ����6HSWHPEHU ����� ����� ������ ������ ����� ������ ����2FWREHU ����� ����� ������ ������ ��� ������ ����1RYHPEHU ����� ����� ������ ������ ����� ������ ����'HFHPEHU ����� ����� ������ ������ ����� ������ ����-DQXDU\ ����� ����� ������ ������ ���� ������ �����)HEUXDU\ ����� ����� ������ ������ ���� ������ �����0DUFK ����� ����� ������ ������ ��� ������ ����$SULO ����� ����� ������ ������ ���� ������ �����0D\ ����� ����� ������ ������ ����� ������ ����-XQH ����� ����� ������ ������ ��� ������ �����������-XO\ ����� ����� ������ ������ ���� ������ �����$XJXVW ����� ����� ������ ������ ��� ������ ����6HSWHPEHU ����� ����� ������ ������ ����� ������ ����2FWREHU ����� ����� ������ ������ �� ������ ����1RYHPEHU ����� ����� ������ ������ ��� ������ ����'HFHPEHU ����� ����� ������ ������ ������ ������ �����-DQXDU\ ����� ����� ������ ������ ���� ������ �����)HEUXDU\ ����� ����� ������ ������ ��� ������ ����0DUFK ����� ����� ������ ������ ����� ������ ����$SULO ����� ����� ������ ������ ��� ������ �����0D\ ����� ����� ������ ������ ����� ������ �����-XQH ����� ����� ������ ������ ������ ������ �����
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1R��RI�WUDGHG�FRPSDQLHV ��� ��� ��� ��� ��� ��� ��� ��� ��� ���
&DSLWDOL]DWLRQ��PDUNHW�YDOXH� Q�D� Q�D� Q�D� ������ ������ ������ ������ ������ ������ �������
&DSLWDOL]DWLRQ��QRPLQDO�FDSLWDO� ����� ���� ����� ����� ����� ������ ������ ������ ������ ������
9DOXH�RI�WUDGLQJ ��� ���� ����� ����� ����� ����� ������ ������ ������ ������

/LVWHG�VKDUHV�DQG�ERQGV Q�D� ��� ��� ��� ����� ����� ������ ������ ������ ������
8QOLVWHG��RYHU�WKH�FRXQWHU� Q�D� ��� ��� ��� ����� ����� ����� ����� ����� �����

,Q�ERQGV �� �� �� � � � ��� ��� ����� �����
,Q�VKDUHV ��� ��� ����� ����� ����� ����� ������ ������ ������ ������
0DUNHW�LQGH[�&0$ �� ��� ����� ����� ����� ����� ����� ����� ����� �����

1RWHV��&DOHQGDU�\HDU��GHQRPLQDWHG�LQ�/(�RU�IRUHLJQ�FXUUHQF\
6RXUFH��&0$�DQG�&%(��'HSDUWPHQW�RI�(FRQRPLF�5HVHDUFK��
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7DEOH��D��6WUXFWXUH�2I�)LQDQFLQJ�*RYHUQPHQW�%XGJHW��������± �������/(�PQ�
����� ����� ����� ����� ����� ����� ����� ����� ����� �����)LQDQFLQJ�WKH�EXGJHW�GHILFLW ������ ����� ����� ����� ����� ����� ����� ����� ������ �����)RUHLJQ��1HW� ������ ����� ��� ��� ���� ������ ������ ������ ������ ����'RPHVWLF� ����� ����� ����� ����� ����� ����� ����� ����� ������ ������

'RPHVWLF�EDQNLQJ ����� ������ ������ ��� ������ ����� ����� ����� ����� �����'RPHVWLF�1RQ�EDQNLQJ ����� ����� ����� ����� ����� ���� ��� ����� ����� �����7%V ��� ����� ����� ���� ������ ������ ����� ������ ������ ���7�ERQGV �� �� �� �� ��� ��� ��� �� ���� ����2WKHUV ����� ����� ����� ����� ����� ��� ���� ����� ����� �����
6WDWLVWLFDO�'LVFUHSDQFLHV ������� ��� �� �� �� �� �� �� ������ ������1RWHV���)RU�WKH�ILUVW�KDOI�\HDU�RQO\��7�ERQGV�ZHUH�ILUVW�LVVXHG�LQ������6RXUFH� &%(��³(FRQRPLF�5HYLHZ´��VHYHUDO�LVVXHV�DQG�02()7��³0RQWKO\�(FRQRPLF�'LJHVW´��6HSWHPEHU������
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7DEOH����(J\SW��7KH�6HLJQLRUDJH�5HYHQXH�������± ��������/(�EQ�5HVHUYH�PRQH\�(QG�-XQH� *'3 ¨�50�*'3���6HLJQLRUDJH�UHYHQXH������ ����� ���� ������� ����� ���� �������� ����� ����� �������� ����� ����� �������� ����� ����� �������� ����� ����� �������� ����� ����� �������� ����� ����� �������� ����� ����� �������� ����� ����� �������� ����� ����� ���1RWH�� (VWLPDWHG�RQ�WKH�EDVLV�RI����UHDO�JURZWK�LQ *'3�DQG�LQIODWLRQ�UDWH�RI������6RXUFH� 7DEOH�����DERYH��02()7��³0RQWKO\�(FRQRPLF�'LJHVW´��6HSWHPEHU�������DQG�WKH�0LQLVWU\�RI�3ODQQLQJ�
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7KH�IROORZLQJ�LV�D�VXPPDU\�RI�WKH�(J\SWLDQ�3UHVLGHQWLDO�GHFUHH�DQG�ODZV�SHUWDLQLQJ WR�WKH�RSHUDWLRQV�DQG�UHVSRQVLELOLWLHV�RI�WKH�&%(�DQG�WKH�02)�
3UHVLGHQWLDO�'HFUHH�1R�����RI�����3HU�WKH�IROORZLQJ�DUWLFOHV�RI�WKLV�GHFUHH��WKH�&%(�LV�HQWUXVWHG�ZLWK�WKH�UHVSRQVLELOLWLHV�RI�$UWLFOH��� 5HJXODWLQJ�PRQHWDU\��FUHGLW��DQG�EDQNLQJ�SROLF\�DQG VXSHUYLVLQJ�LWV�LPSOHPHQWDWLRQ�DFFRUGLQJ�WR�WKH�JHQHUDO�SODQ�RI�WKH�VWDWH�LQ�RUGHU�WR�KHOS�GHYHORS�WKH�QDWLRQDO�HFRQRP\�DQG�HQVXUH�WKH�VWDELOLW\�RI�WKH�(J\SWLDQ�FXUUHQF\�$UWLFOH����,WHP�'� $VVLVWLQJ�WKH�JRYHUQPHQWDO�DJHQFLHV�FRQFHUQHG�ZLWK�GHYLVLQJ�WKH�ILQDQFLDO�DQG�HFRQRPLF�SODQV�RI�WKH�VWDWH�$UWLFOH����,WHP�(� 3DUWLFLSDWLQJ�LQ�WKH�DUUDQJHPHQW�RI�IRUHLJQ�H[FKDQJH�FUHGLW�WR�IXOILOO�WKH�UHTXLUHPHQWV�RI�IRUHLJQ�ILQDQFH�IRU�WKH�HFRQRPLF�SODQV�DQG�PHHW�WKH�IRUHLJQ�H[FKDQJH�UHTXLUHPHQWV�RI�WKH�VWDWH�$UWLFOH��� $FWLQJ�IRU�WKH�JRYHUQPHQW�LQ�PDQDJLQJ��LVVXLQJ��VHUYLFLQJ�DQG�PRUWLVLQJ�WKH�SXEOLF�GHEW��,Q�GRLQJ�WKDW��WKH�EDQN�VKDOO�QRW�EHDU�DQ\�REOLJDWLRQV�RU�UHFHLYH�DQ\�ULJKW�FRQVHTXHQW�WKHUHXSRQ�$UWLFOH��� $GYLVLQJ�WKH�JRYHUQPHQW�RQ�ORFDO�DQG�IRUHLJQ�ORDQV�DQG�FUHGLW�IDFLOLWLHV�$UWLFOH��� 2IIHULQJ�ORDQV�IRU�WKH�JRYHUQPHQW�WR�FRYHU�DQ\�VHDVRQDO�GHILFLW�LQ�WKH�EXGJHW�RQ�FRQGLWLRQ�WKDW���L��WKH�DPRXQW�VKDOO�QRW�H[FHHG����SHUFHQW�RI�WKH�DYHUDJH�UHYHQXHV�RI�WKH�EXGJHW�GXULQJ�WKH�SUHFHGLQJ�WKUHH�\HDUV���LL��WKH�ORDQ�ZLOO�EH�IRU�D�SHULRG�RI�WKUHH�UHQHZDEOH�PRQWKV��DQG��LLL��WKH�UHSD\PHQW�EH�VHWWOHG�ZLWKLQ�D�PD[LPXP�RI�WZHOYH�PRQWKV�IURP�WKH�GDWH�RI�H[WHQGLQJ�LW��7KH�WHUPV�DQG�FRQGLWLRQV�RI�WKHVH�ORDQV�VKDOO�EH�LQ�DJUHHPHQW�EHWZHHQ�WKH�02)�DQG�WKH�&%(��DQG�DFFRUGLQJ�WR�WKH�PRQHWDU\�DQG�FUHGLW�FRQGLWLRQV�DW�WKH�WLPH�RI�SURYLGLQJ�WKH�ORDQV�$UWLFOH���� ,I�QHFHVVDU\��&RQGXFW�202�LQ�(J\SWLDQ�JRYHUQPHQW�VHFXULWLHV�DQG�RWKHU�SDSHUV�JXDUDQWHHG�E\�WKH�JRYHUQPHQW��ERQGV��ELOOV��SURPLVVRU\�QRWHV�DQG�RWKHU�FRPPHUFLDO�SDSHUV�ZLWK�WKH�DLP�RI�LQFUHDVLQJ�RU�UHGXFLQJ�PRQH\�LQ�FLUFXODWLRQ�DFFRUGLQJ�WR�PRQHWDU\�DQG�FUHGLW�SROLF\�$UWLFOH���� +DYLQJ�WKH�VROH�ULJKW�WR�LVVXH�(J\SWLDQ�EDQNQRWHV�$UWLFOH���� *XDUDQWHHLQJ�ORDQV��FUHGLW��DQG�LQYHVWPHQWV�WR�EH�REWDLQHG�E\�WKH�JRYHUQPHQW�DQG�RWKHU SXEOLF�OHJDO�HQWLWLHV�IURP�IRUHLJQ�EDQNV��DQG�HVWDEOLVKPHQWV��DQG�LQWHUQDWLRQDO�RUJDQL]DWLRQV�DFFRUGLQJ�WR�WHUPV�DQG�FRQGLWLRQV�WR�EH�DJUHHG�XSRQ�ZLWK�WKH�0LQLVWHU�RI�(FRQRP\�DQG�)RUHLJQ�7UDGH�



(&(6�:3����(O�5HIDLH�$SULO�����

��

$UWLFOH���� (QVXULQJ�WKDW�WKH�QRWH�LVVXH�LV�FRYHUHG�DW�DOO�WLPHV�DQG�LQ�HTXLYDOHQW�DPRXQW�E\�D�EDODQFH�FRPSRVHG�RI�JROG��IRUHLJQ�H[FKDQJH��IRUHLJQ�VHFXULWLHV�LVVXHG�RU�JXDUDQWHHG�E\�JRYHUQPHQWV��(J\SWLDQ�WUHDVXU\�ERQGV�DQG�ELOOV��ERQGV�JXDUDQWHHG�E\�WKH�(J\SWLDQ�JRYHUQPHQW��DQG�FRPPHUFLDO�SDSHUV�HOLJLEOH�IRU�GLVFRXQWLQJ�
/DZ�1R������RI������DV�DPHQGHG�$UWLFOH���� 7KH�QHW�SURILWV�DFFUXLQJ�IURP�WKH�QRWH�LVVXH�RSHUDWLRQV��DIWHU�GHGXFWLQJ�WKH�H[SHQVHV�DV�DSSURYHG�E\�WKH�DXGLWRUV��VKDOO�EH�GLYLGHG�EHWZHHQ�WKH�JRYHUQPHQW�DQG�WKH�EDQN�DW�D�UDWLR�RI����SHUFHQW�IRU�WKH�JRYHUQPHQW�DQG����SHUFHQW�IRU�WKH�EDQN��$Q\�LQFUHDVH�DULVLQJ�IURP�WKH�UHYDOXDWLRQ�RI�JROG�LQ�WKH�QRWH�LVVXH�FRYHU�DFFUXHV�WR�WKH�JRYHUQPHQW�$UWLFOH���� 7KH�QHW�SURILW�RI�WKH�&%(�VKDOO�EH�WUDQVIHUUHG�WR�WKH�02)�DIWHU�GHGXFWLQJ�WKH�UHVHUYHV�WKDW�WKH�%RDUG�RI 'LUHFWRUV�VKDOO�GHFLGH�WR�IRUP�IRU�GLVWULEXWLRQ�DPRQJ�LWV�SHUVRQQHO�DV�SURILW�ERQXVHV�DFFRUGLQJ�WR�WKH�UXOHV�WR�EH�VHW�E\�WKH�EDQN�LQ�WKLV�UHVSHFW�
/DZ�1R�����RI������DPHQGHG�E\�/DZ�1R�����RI�������H[HFXWLQJ�UHJXODWLRQV�1R������RI������DQG�/DZ�1R�����RI������LQ�UHVSHFW�RI�6WDWH�EXGJHW�$UWLFOH���� 7KH�02)�LV�UHVSRQVLEOH�IRU�WKH�SUHSDUDWLRQ�RI�WKH�VWDWH�EXGJHW��,Q�WKLV�UROH��LW�VKRXOG�VWXG\�WKH�EXGJHWV�VXEPLWWHG�WR�LW�E\�GLIIHUHQW�SXEOLF�DJHQFLHV�ZKRVH�EXGJHWV�DUH�LQFRUSRUDWHG�LQ�WKH�VWDWH�EXGJHW�DQG�FRQVXOW�ZLWK�WKH�&%(�LQ�RUGHU�WR�HQVXUH�FRRUGLQDWLRQ�EHWZHHQ�ILVFDO��PRQHWDU\��DQG�FUHGLW�SROLFLHV�ZLWKLQ�WKH�IUDPHZRUN�RI�ERWK�WKH�DSSURYHG�DQQXDO�SODQ�WDUJHWV�DQG�WKH�RYHUDOO�SROLFLHV�RI�WKH�VWDWH�$UWLFOH���� $OO�FRQFHUQHG�HQWLWLHV�DUH�UHTXLUHG�WR�VXEPLW�WKH�LQIRUPDWLRQ��VWDWLVWLFV��DQG�H[SODQDWLRQV�WKDW�DUH�UHTXHVWHG�E\�WKH�02)�DQG�WKH�&%(�DQG�RWKHU�SDUWLHV�FRQFHUQHG�ZLWK�WKH�SUHSDUDWLRQ�RI�WKH�VWDWH�EXGJHW��7KH�02)��WKH�&%(��DQG�RWKHU�SDUWLHV�VKDOO�KDYH�WKH�ULJKW�WR�UHYLHZ�DOO�WKH�LQIRUPDWLRQ�DQG�VWXGLHV�QHFHVVDU\�IRU�WKH�SUHSDUDWLRQ�RI�WKH�VWDWH�EXGJHW�
/DZ�1R����RI������± $XWKRUL]LQJ�WKH�0LQLVWHU�RI�)LQDQFH�WR�LVVXH�WUHDVXU\�ERQGV����������7�ERQGV��$UWLFOH��� 7KH�02)�LV�DXWKRUL]HG�WR�LVVXH�WUHDVXU\�QRWHV�GHQRPLQDWHG�LQ�(J\SWLDQ�SRXQGV�JXDUDQWHHG�E\�WKH�WUHDVXU\�FDOOHG�³(J\SWLDQ�7UHDVXU\�ERQGV´�LQ�D�WRWDO�DPRXQW�RI�/(����ELOOLRQ�WR�EH�LVVXHG�IRU�SXEOLF�RIIHULQJV�LQ�LQVWDOOPHQWV�WR�EH�GHFLGHG�XSRQ�E\�
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FRQVHQVXV�EHWZHHQ�WKH�0LQLVWHU�RI�)LQDQFH�DQG�WKH�*RYHUQRU�RI�WKH�&%(��7KH�0LQLVWHU�DIWHU�FRQVXOWDWLRQ�ZLWK�WKH�*RYHUQRU�VKDOO�GHWHUPLQH�WKH�SHULRGLFLW\�RI�SD\PHQWV�IRU�WKH�\LHOG�IRU�HDFK�LVVXH�$UWLFOH��� 7KH�WUHDVXU\�ERQGV�VKDOO�EH�LVVXHG�LQ�PDWXULWLHV�UDQJLQJ�EHWZHHQ���DQG����\HDUV�WR�EH�DJUHHG�XSRQ�EHWZHHQ�WKH�0LQLVWHU�RI�)LQDQFH�DQG�WKH�*RYHUQRU�RI�WKH�&%(��7KH�UDWH�RI�UHWXUQ�RQ�VXFK�ERQGV�PD\�EH�IL[HG�RU�YDULDEOH�DW�D�UDWH�WR�EH�DJUHHG�XSRQ�EHWZHHQ�WKH�0LQLVWHU�RI�)LQDQFH�DQG�WKH�*RYHUQRU�RI�WKH�&%(�$UWLFOH��� 7KH�&%(�VKDOO�XQGHUWDNH�WKH�LVVXDQFH�RSHUDWLRQV�RI�WKHVH�ERQGV�DQG�VKDOO�VHUYLFH�LW�$UWLFOH �� 7KH�0LQLVWHU�RI�)LQDQFH�LQ�FRQVXOWDWLRQ�ZLWK�WKH�*RYHUQRU�RI�WKH�&%(�VKDOO�LVVXH�WKH�UHTXLUHG�H[HFXWLYH�UHJXODWLRQV�WR�WKLV�ODZ�
7KH�$QQXDO�6WDWH�%XGJHW�/DZ�$UWLFOH��� 7KH�02)�LV�DXWKRUL]HG�WR�LVVXH�7%V�DQG�7�ERQGV��ZKRVH�WHUPV�DQG�FRQGLWLRQV�WR�EH DJUHHG�XSRQ�ZLWK�WKH�&%(��WR��� &RYHU�WKH�WUHDVXU\�GHILFLWV�RI�SDVW�\HDUV��� )LQDQFH�SXEOLF�HFRQRPLF�DXWKRULWLHV¶�GHILFLWV�WUDQVIHUUHG�IURP�SDVW�\HDUV�LQ�DPRXQWV�SURYHG�WR�EH�HOLJLEOH�IRU�WKH�EXGJHW�WR�EHDU��� &RYHU�WKH�PRQHWDU\�GHILFLW��RYHUGUDIW��LQ�WKH�JRYHUQPHQW�FXUUHQW�DFFRXQW�ZLWK�WKH�&%(��� )DFH�WKH�FRVW�RI�PRQHWDU\�SROLF\�LPSOHPHQWDWLRQ�XQGHU�WKH�ILQDQFLDO�VWDELOL]DWLRQ�DQG�HFRQRPLF�UHIRUP�SURJUDP�
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7KH�IROORZLQJ�H[WUDFWV�IURP�(J\SW¶V QHZ�3'03�DSSHDU�DV�WKH\�ZHUH�SUHVHQWHG�DW�WKH�(XURPRQH\�&RQIHUHQFH�HQWLWOHG�³(PHUJLQJ�$UDE�(FRQRPLHV��%UHDNLQJ�1HZ�*URXQG�LQ�WKH�*OREDO�0DUNHW´��KHOG�LQ�&DLUR�LQ�6HSWHPEHU�RI������
�� 0LVVLRQ�6WDWHPHQW7R�HQVXUH�WKDW�WKH�JRYHUQPHQW¶V�ILQDQFLQJ�QHHGV�DQG�LWV SD\PHQW�REOLJDWLRQV�DUH�PHW�DW�WKH�ORZHVW�SRVVLEOH�FRVW�DQG�DW�D�SUXGHQW�GHJUHH�RI�ULVN�RYHU�WKH�ORQJ�UXQ��
�����9LVLRQ�6WDWHPHQW,Q�WKH�VKRUW�UXQ��WKH�PDJQLWXGH�RI�WKH�GHEW�OLPLW�VKRXOG�EH�FORVHO\�OLQNHG�WR�ERWK�WKH�ILVFDO�SROLF\�DQG�WKH�EXGJHWDU\�SURFHVV�
,Q�WKH�ORQJ�UXQ��WKH�PDJQLWXGH�RI�WKH�GHEW�OLPLW�VKRXOG�EH�OLQNHG�WR�WKH�VXVWDLQDELOLW\�RI�GHEW�ILQDQFLQJ�
,Q�HVWDEOLVKLQJ�DQG�LPSOHPHQWLQJ�D�VWUDWHJ\�IRU�PDQDJLQJ�WKH�FHQWUDO�JRYHUQPHQW¶V�GHEW��WKH�FHQWUDO�JRYHUQPHQW�VKRXOG�FRQVLGHU�WKH�H[SRVXUHV�WKDW�PD\�DULVH�IURP�JXDUDQWHHLQJ�WKH�GHEW�RI�VXE�FHQWUDO�JRYHUQPHQW�ERGLHV�DQG�VWDWH�RZQHG�HQWHUSULVHV�
�����'HEW�0DQDJHPHQW�2EMHFWLYHV'HEW�PDQDJHPHQW�REMHFWLYHV�VKRXOG�EH�FOHDUO\�GHILQHG�DQG�SXEOLFO\�GLVFORVHG�,Q�DFKLHYLQJ�LWV�PLVVLRQ��WKH�GHEW�PDQDJHPHQW�XQLW�VKRXOG�DOVR�UHDOL]H�RWKHU�REMHFWLYHV�� 0DLQWDLQLQJ�WUDGDELOLW\�DQG�OLTXLGLW\�IRU�GHEW�LQVWUXPHQWV�� 'LYHUVLI\LQJ�ERUURZLQJ�YHQXHV�DQG�EURDGHQLQJ�GHEW�GLVWULEXWLRQ�� 3URPRWLQJ�EDODQFHG�PDWXULW\�VWUXFWXUH�� 0LQLPL]LQJ�FRVW�YRODWLOLW\�� $YRLGLQJ�PDUNHW�GLVUXSWLRQ�� 0DLQWDLQLQJ�FUHGLW�ZRUWKLQHVV�� .HHSLQJ�GHEW�RSHUDWLRQV�FRQVLVWHQW�DQG�WUDQVSDUHQW�� 'HYHORSLQJ�GRPHVWLF�GHEW�PDUNHWV�� (QFRXUDJLQJ�VDYLQJV�RI�WKH�SXEOLF�� 6XSSRUWLQJ�PRQHWDU\�SROLF\�DQG�ILVFDO�SROLF\��DQG� $WWUDFWLQJ�IRUHLJQ�LQYHVWRUV�



(&(6�:3����(O�5HIDLH�$SULO�����

��

$V�D�0DWWHU�RI�3ULQFLSOH�:KHUH�WKH�OHYHO�RI�ILQDQFLDO�GHYHORSPHQW�DOORZV��WKHUH�VKRXOG�EH�D�VHSDUDWLRQ�RI�GHEW�PDQDJHPHQW�DQG�PRQHWDU\�SROLF\�REMHFWLYHV�DQG�DFFRXQWDELOLWLHV�
7KH�*XLGLQJ�3ULQFLSOHV�� %RUURZLQJ�SURJUDPV�DUH�EDVHG�RQ�WKH�HFRQRPLF�DQG�ILVFDO�SURMHFWLRQV��FRQWDLQHG�LQ�WKH�JRYHUQPHQW�EXGJHW�� 'HEW�PDQDJHPHQW�SURFHVV�VKRXOG�QRW�EH�SHUFHLYHG�WR�EH�LQIOXHQFHG�E\�LQVLGH�LQIRUPDWLRQ�RQ�LQWHUHVW�UDWH�GHFLVLRQV��DQG� 7KH�&RVW�ULVN�PLQLPL]DWLRQ�REMHFWLYH�RI�WKH�GHEW�PDQDJHPHQW�SURJUDP�VKRXOG�QRW�EH�VHHQ�HLWKHU�DV�D�MXVWLILFDWLRQ�IRU�LQIOXHQFLQJ�GRPHVWLF�PRQHWDU\�SROLF\��RU�IRU�WKH�H[WHQVLRQ�RI�ORZ�FRVW�FHQWUDO�EDQN�FUHGLW�WR�WKH�JRYHUQPHQW�
�����'HEW�0DQDJHPHQW�)XQFWLRQV)XQFWLRQ 'HVFULSWLRQ3ROLF\ � )RUPXODWLRQ�RI�GHEW�PDQDJHPHQW�REMHFWLYHV�� 6HWWLQJ�RI�LQVWUXPHQWV�WR�PHHW�WKHVH�REMHFWLYHV�3ODQQLQJ � 3URMHFWLRQ�RI�ILVFDO�UHTXLUHPHQWV�� )RUPXODWLRQ�RI�GHEW�SURJUDP�UHJDUGLQJ�IUHTXHQF\��YROXPH�DQG�LVVXDQFH�E\�LQVWUXPHQW3ULPDU\�,VVXDQFH � 6KRUW�WHUP�PDQDJHPHQW�RI�SULPDU\�PDUNHW�LQFOXGLQJ PDQDJHPHQW�RI�LVVXDQFH�YROXPHV�DQG�ERUURZLQJ�FDOHQGDU�)LVFDO � 0DQDJHPHQW�RI�FDVK�D�EDODQFHV�� 6KRUW�WHUP�SURMHFWLRQ�RI�FDVK�EDODQFHV�UHTXLUHPHQWV�6HOOLQJ � 0DQDJHPHQW�RI�VHOOLQJ�DUUDQJHPHQWV��DXFWLRQV��VXEVFULSWLRQV��HWF��6HFRQGDU\�0DUNHW � 0DQDJHPHQW�RI�RXWVWDQGLQJ�VWRFN�RQ�VHFRQGDU\�PDUNHW�� 'HYHORSPHQW�RI�DFWLYH�VHFRQGDU\�PDUNHW��GHSWK�DQG�OLTXLGLW\�,VVXDQFH�5HGHPSWLRQ � $GPLQLVWUDWLRQ�RI�GHOLYHU\�DQG�UHGHPSWLRQ�RI�VHFXULWLHV�YHUVXV�UHFHLSW�SD\PHQW$FFRXQWLQJ � 0DQDJHPHQW�RI�UHFRUGV�RI�GHEW�LQVWUXPHQWV�DQG�VWRFN�RI�GHEW�
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����'HEW�0DQDJHPHQW�$XWKRULW\�	�,QVWLWXWLRQV��DQG�WKHLU�UHVSHFWLYH�DJHQWV��2EMHFWLYHV�� 'HEW�PDQDJHPHQW�XQLW�0LQLVWU\�RI�ILQDQFH�� &HQWUDO�EDQN�� 3ULPDU\�GHDOHUV�JURXS�� 6WRFN�H[FKDQJH�� &HQWUDO�VHFXULWLHV�GHSRVLWRU\�YV��HOHFWURQLF�ERRN�HQWU\�� &DSLWDO�0DUNHW�$XWKRULW\��&0$���DQG� 'HEW�FRQVXOWDWLRQ�JURXSV�
*XLGLQJ�3ULQFLSOHV�� 7KH�FOHDU�GHILQLWLRQ�RI�UROHV��UHVSRQVLELOLWLHV�DQG�REMHFWLYHV�RI�DJHQFLHV�UHVSRQVLEOH�IRU�GHEW�PDQDJHPHQW�� 7KH�DYDLODELOLW\�RI�LQIRUPDWLRQ�RQ�GHEW�PDQDJHPHQW�SROLFLHV WR�WKH�JHQHUDO�SXEOLF��DQG� 7KH�DFFRXQWDELOLW\�DQG�DVVXUDQFH�RI�LQWHJULW\�RI�RSHUDWLRQV�SHUIRUPHG�E\�DJHQFLHV�UHVSRQVLEOH�IRU�GHEW�PDQDJHPHQW�
*RYHUQDQFH�� 7KH�OHJDO�IUDPHZRUN�VKRXOG�LGHQWLI\�D�'HEW�0DQDJHPHQW�$XWKRULW\�DV�WKH�VROH�JRYHUQPHQWDO�ERG\�HOLJLEOH�WR�ERUURZ�DQG�WR�LVVXH�QHZ�GHEW��LQYHVW�DQG�XQGHUWDNH�WUDQVDFWLRQV�RQ�WKH�JRYHUQPHQW¶V�EHKDOI�� 7KH�RUJDQL]DWLRQDO�IUDPHZRUN�IRU�D�'HEW�0DQDJHPHQW�$XWKRULW\�VKRXOG�EH�ZHOO�VSHFLILHG�ZLWK�ZHOO�DUWLFXODWHG�PDQGDWHV�DQG�UROHV�
0DQDJHPHQW�RI�,QWHUQDO�2SHUDWLRQV�7KH�ULVN�WKDW�WKH�JRYHUQPHQW�PD\�VXIIHU�ORVVHV�DV�D�UHVXOW�RI�LQDGHTXDWH�RSHUDWLRQDO�FRQWUROV�VKRXOG�EH�PDQDJHG�E\�KDYLQJ�ZHOO�DUWLFXODWHG�VHWV�RI�UHVSRQVLELOLWLHV�IRU�VWDII��FOHDU�PRQLWRULQJ�DQG�FRQWURO�SROLFLHV��DQG�UHSRUWLQJ�PHFKDQLVP�IRU�WKH�'HEW0DQDJHPHQW�$XWKRULW\�
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5ROHV�RI�3ULPDU\�'HDOHUV�LQ�WKH�6HFRQGDU\�0DUNHW5ROH 'HVFULSWLRQ3ULFH�6WDELOL]HU 0DLQWDLQV�DQ�HODVWLF�LQYHQWRU\�RI�VHFXULWLHV��H[SDQGDEOH�DQG�FRQWUDFWLEOH��WR�DEVRUE�LPEDODQFHV�LQ�WKH�VXSSO\�DQG�GHPDQG�RI�VHFXULWLHV�LQ�RUGHU�WRNHHS�PDUNHWV�FRQWLQXRXV�DQG�PDLQWDLQ�SULFLQJ�RI�WKH�VHFXULWLHV�FORVH�WR�WKHLU�HTXLOLEULXP�YDOXHV�
,QIRUPDWLRQ�3URFHVVRU ,QFRUSRUDWHV�DYDLODEOH�LQIRUPDWLRQ�LQWR�WKH�SULFLQJ�RI�VHFXULWLHV�E\�WDNLQJ�WUDGLQJ��SULQFLSOH��SRVLWLRQV�LQ�WKH�PDUNHW��WKH�PDUNHW�SULFH�WKXV�UHIOHFWV�DOO�UHOHYDQW�LQIRUPDWLRQ�
6XSSOLHU�RI�,PPHGLDF\ 3URYLGHV�ILUP�ELGV�DQG�RIIHUV�DQG�LV�SUHSDUHG�WR�WDNH�SULQFLSOH�SRVLWLRQV��WKHUHE\�SURYLGLQJ�WUDGHUV�ZLWK�LPPHGLDF\�RI�H[HFXWLRQ�
$FWLYH�6DOHV�'LVWULEXWRU 0DLQWDLQV�D�VDOHV�XQLW�WKDW�DFWLYHO\�VROLFLWV�EX\LQJ�LQWHUHVW�LQ�WKH�VHFXULWLHV�
(GXFDWRU (GXFDWHV�LQYHVWRUV�DV�WR�WKH�FKDUDFWHULVWLFV�RI�VHFXULWLHV�DQG�WKHLU�VXLWDELOLW\��DQG�WKH�DGYDQWDJHV�RI�KROGLQJ�DQG�WUDGLQJ�VHFXULWLHV�

���3ROLF\�&KRLFHV�	�,QVWUXPHQWV�2EMHFWLYHV� 'HYHORSLQJ�D�SROLF\�IUDPHZRUN�WR�HQDEOH�GHEW�PDQDJHUV�WR�FRQVLVWHQWO\�DQG�V\VWHPDWLFDOO\�LGHQWLI\�DQG�PDQDJH�WKH�WUDGH�RII�EHWZHHQ�H[SHFWHG�FRVW�DQG�ULVN�LQ�JRYHUQPHQW�GHEW�SRUWIROLRV�� 'HYHORSLQJ�DQG�PDLQWDLQLQJ�DQ�HIILFLHQW�PDUNHW�IRU�JRYHUQPHQW�VHFXULWLHV��WDNLQJ�LQWR�FRQVLGHUDWLRQ���L����3RUWIROLR�GLYHUVLILFDWLRQ��LL���9DULRXV�VHOOLQJ�WHFKQLTXHV��LLL��3ULPDU\�PDUNHW�VWUXFWXUH��DQG�LY��6HFRQGDU\�PDUNHW�VWUXFWXUH�
� 8VLQJ�D�FRQFHSWXDO�$/0��$VVHW�DQG�/LDELOLW\�0DQDJHPHQW��IUDPHZRUN�IRU�WKH�GHEW�PDQDJHPHQW�IXQFWLRQ�FDQ�EH�D�XVHIXO�DSSURDFK�IRU�VHYHUDO�UHDVRQV��L� ,W�HQDEOHV�WKH�JRYHUQPHQW�WR�FRQVLGHU�RWKHU�W\SHV�RI�DVVHWV�DQG�OLDELOLWLHV�SRUWIROLRV��ZKLFK�WKH�JRYHUQPHQW�PDQDJHV��EHVLGH�LWV�WD[�UHYHQXHV�DQG�GLUHFW�GHEW�SRUWIROLR�
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�LL� 0DWFKLQJ�DVVHWV�DQG�OLDELOLWLHV�WR�WKH�JUHDWHVW�H[WHQW�SRVVLEOH�FDQ�UHGXFH�EDODQFH�VKHHW�ULVN�ZLWKRXW�LQFXUULQJ�XQQHFHVVDU\�WUDQVDFWLRQ�FRVWV��DQG
�LLL��7KH $/0�DSSURDFK�DOVR�SURYLGHV�D�XVHIXO�IUDPHZRUN�IRU�SROLF\�GHFLVLRQV�VXFK��DV�ZKHWKHU�WKH�JRYHUQPHQW�VKRXOG�PDLQWDLQ�DQ�RZQHUVKLS�LQWHUHVW�LQ�SURGXFLQJ�SDUWLFXODU�JRRGV�DQG�VHUYLFHV��DQG�WKH�EHVW�RUJDQL]DWLRQDO�VWUXFWXUH�IRU�PDQDJLQJ�WKH�DVVHWV�LW�ZLVKHV�WR�UHWDLQ�


	Transfer
	Transfer
	90/91
	91/92
	92/93
	93/94
	94/95
	95/96
	96/97
	97/98
	98/99
	99/00
	No. of listed companies
	582
	635
	654
	672
	718
	680
	661
	702
	960
	1,036
	No. of traded companies
	218
	239
	264
	300
	352
	354
	416
	551
	663
	545
	Capitalization (market value)
	n.a.
	n.a.
	n.a.
	11,324
	21,965
	29,743
	61,503
	70,873
	94,843
	119,734
	Capitalization (nominal capital)
	5,718
	6489
	8,432
	8,936
	9,476
	12,552
	14,663
	23,172
	40,897
	69,535
	Value of trading
	457
	1020
	1,078
	1,538
	2,977
	5,225
	19,634
	81,999
	30,875
	51,189
	      Listed shares and bonds
	n.a.
	553
	615
	703
	1,583
	3,741
	16,643
	18,358
	24,940
	44,938
	      Unlisted (over the counter)
	n.a.
	467
	463
	835
	1,394
	1,484
	2,991
	3,641
	5,935
	6,251
	In bonds
	19
	68
	32
	7
	4
	4
	302
	792
	1,814
	2,532
	In shares**
	438
	952
	1,046
	1,531
	2,973
	5,221
	19,332
	21,207
	29,061
	48,657
	Market index CMA
	--
	100
	124.4
	176.8
	219.7
	204.6
	348.1
	363.9
	480.3
	615.2
	Notes: *Calendar year.
	Source: CMA and CBE (Department of Economic Research).
	 Table 6. Egypt: Outstanding balances of TBs and T-bonds, 90/91 – 99/00 (LE mn)
	End of
	March         
	1994

	Operations
	Duration
	(Nominal Value)
	(Days)
	Outstanding balances
	During 97/98
	Table 7. Egypt Public & Government Debt, 89/90 – 99/00


	Notes: * Including public economic authorities.
	Table 8a. Structure Of Financing Government Budget, 90/91 – 99/00 (LE mn)
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	Law No. 163 of 1957 as amended:
	The Annual State Budget Law:
	ANNEX III
	EXTRACTS FROM THE NEW PUBLIC DEBT
	MANAGEMENT PROGRAM (PDMP)
	As a Matter of Principle:
	Function
	Policy

	Guiding Principles:
	Governance:
	Management of Internal Operations:
	Roles of Primary Dealers in the Secondary Market
	Role
	Price Stabilizer





