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ú 6HH��IRU�H[DPSOH��%DUUR��������.UXHJHU��������DQG�6DFKV�DQG�:DUQHU������û 7ZR�FRPSDQLRQ�SDSHUV�GHDO�ZLWK�WKH�86�SHUVSHFWLYH��/DZUHQFH������E��DQG�WKH�HVWLPDWLRQ�RI�WKH�ZHOIDUH�LPSOLFDWLRQV�RI�WKH�$JUHHPHQW�RQ�(J\SW��+RHNPDQ��.RQDQ DQG�0DVNXV��������



(&(6�:3����7RKDP\�	�*DODO�����
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LQYHVWPHQW�RSSRUWXQLWLHV�LQ�WKH�)DU�(DVW�DQG�WKH�HPHUJLQJ�HFRQRPLHV�LQ�/DWLQ�$PHULFD��%XW�WKH�HFRQRPLF�ODQGVFDSH�LQ�(J\SW�KDV�FKDQJHG�VLJQLILFDQWO\�LQ�WKH�����V��PDNLQJ�(J\SW�D�PRUH�DWWUDFWLYH�PDUNHW�IRU�)',�WKDQ�LQ�WKH�SDVW�
$LG
86�DLG�WR�(J\SW�KDV�EHHQ�WKH�PRVW�VLJQLILFDQW�FRPSRQHQW�RI�WKH�HFRQRPLF�UHODWLRQVKLS�EHWZHHQ�WKH�WZR�FRXQWULHV�VLQFH�������2YHU�WKH�SDVW���\HDUV������������(J\SW�KDV�UHFHLYHG�DQQXDOO\�VRPH������ELOOLRQ��VHFRQG�RQO\�WR�,VUDHO�DV�WKH�ODUJHVW�UHFLSLHQW�RI�$PHULFDQ�DLG��2YHU�WKH�SHULRG���������DORQH��FXPXODWLYH�DLG�WR�(J\SW�ZDV��������ELOOLRQ��ZKLFK�UHSUHVHQWV����SHUFHQW�RI�(J\SW¶V�*'3�LQ�������0RVW�RI�WKH�DLG�����SHUFHQW�LQ�������ZDV�HDUPDUNHG�IRU�PLOLWDU\�H[SHQGLWXUH��7KH�UHVW�ZDV�LQ�WKH�IRUP�RI�JUDQWV�����SHUFHQW���DQG�FRPPRGLW\�H[SRUW�FUHGLW�JXDUDQWHHV��*60��������SHUFHQW���)LJXUH�����$LG�IXQGV�XQGRXEWHGO\�FRQWULEXWHG�WR�UHOD[LQJ�WKH�IRUHLJQ�H[FKDQJH�FRQVWUDLQW�IDFLQJ�WKH�(J\SWLDQ�HFRQRP\��)XQGV�HDUPDUNHG�IRU�PLOLWDU\�H[SHQGLWXUH�DOVR�EHQHILWHG�WKH�HFRQRP\��VLQFH�(J\SW�ZRXOG�KDYH�KDG�WR�UDLVH�WKHVH�IXQGV��RU�D�IUDFWLRQ�RI�WKHP��LQWHUQDOO\�RU�H[WHUQDOO\��0RUHRYHU��DLG�KDV�FRQWULEXWHG�WR�WKH�H[SDQVLRQ�RI�LQIUDVWUXFWXUH�DQG�KHOSHG�WR�VXSSRUW�SROLF\�DQG�LQVWLWXWLRQDO�UHIRUPV�WR�HQFRXUDJH�D�PRUH�PDUNHW�RULHQWHG�DQG�SULYDWH�VHFWRU�OHG�HFRQRP\��2Q�WKH�RWKHU�KDQG��WKHUH�DUH�WKRVH�ZKR�DUJXH�WKDW�DLG�PD\�KDYH�SURYLGHG�SROLF\�PDNHUV�ZLWK�D�FXVKLRQ��ZKLFK�FRQWULEXWHG�WR�D�GHOD\�RI�HVVHQWLDO�SROLF\�UHIRUPV��)RU�H[DPSOH��.UXHJHU��������DUJXHV�WKDW�.RUHD�RQO\�EHJDQ�LWV�UHIRUP�SURFHVV�LQ WKH�HDUO\�����V�ZKHQ�WKH�8QLWHG�6WDWHV�
)LJXUH�ÿ��&RPSRQHQWV�RI�86�$LG�WR�(J\SW��ú��ÿ

0LOLWDU\�JUDQW�DLGþÿ��ú�ü ELOOLRQ�

(FRQRPLF�DLGüþ��ù��û ELOOLRQ�

&RPPRGLW\�H[SRUW�FUHGLW���ù�û ELOOLRQ�
6RXUFH��86�(PEDVV\��)RUHLJQ�(FRQRPLF�7UHQGV�DQG�WKHLU�,PSOLFDWLRQV�IRU�WKH�8QLWHG�6WDWHV��YDULRXV�LVVXHV�
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WKUHDWHQHG�WR�VWRS�WKH�IORZ�RI�DLG��7KHUH�DUH�RWKHUV��%XUQVLGH�DQG�'ROODU��������ZKR�DUJXH�WKDW�DLG�GLVSODFHV�GRPHVWLF�VDYLQJV�E\�PDNLQJ�PRUH�UHVRXUFHV�DYDLODEOH�IRU�FRQVXPSWLRQ�:KDWHYHU�WKH�HIIHFW�RI�DLG�RQ�WKH�(J\SWLDQ�HFRQRP\��WKH�UHFHQW�GHEDWH�LQ�WKH�86�&RQJUHVV�UHJDUGLQJ�DLG�WR�(J\SW�VXJJHVWV�WKDW�WKH�IXWXUH�RI�86�DLG�WR�(J\SW LV�XQFHUWDLQ��7KHUHIRUH��WKHUH�LV�D�QHHG�WR�H[SORUH�DOWHUQDWLYH�ZD\V�WR�FRQWLQXH�WKH�HFRQRPLF�WLHV�EHWZHHQ�(J\SW�DQG�WKH�8QLWHG�6WDWHV��2QH�DOWHUQDWLYH�LV�D�)7$��ZKLFK�LV�OLNHO\�WR�VXFFHHG�LI�LW�LV�GHVLJQHG�WR�VDWLVI\�WKH�LQWHUHVWV�RI�ERWK�SDUWLHV��7KLV�GHSHQGV�LQ�SDUW�RQ�WKH�QDWXUH�RI�WKH�DJUHHPHQW�LWVHOI�
%URDG�&KRLFHV
:LWKLQ�WKH�OLPLWV�RI�LQWHUQDWLRQDO�FRPPLWPHQWV�DQG�GRPHVWLF�SROLWLFV�RI�ERWK�WKH�8QLWHG�6WDWHV�DQG�(J\SW��WKH�WHUPV�RI�D�)7$�DJUHHPHQW�DUH�HVVHQWLDOO\�HQGRJHQRXV�WR�WKH�QHJRWLDWRUV�RQ�ERWK VLGHV��7KH\�FDQ�RSW�IRU�ZKDW�/DZUHQFH������D��FDOOV�³VKDOORZ´�RU�³GHHS´�LQWHJUDWLRQ��WKH\�FDQ�FKRRVH�WR�FRYHU�LVVXHV�UHODWHG�WR�WUDGH��VHUYLFHV�DQG�LQYHVWPHQW��RU�D�VXEVHW�RI�WKHVH��WKH\�FDQ�IROORZ�WKH�*$77�SURYLVLRQV�RQ�KDUPRQL]DWLRQ�RI�GRPHVWLF�UHJXODWRU\�SROLFLHV��RU�JR�EH\RQG��:KDWHYHU�WKH�QHJRWLDWRUV�GHFLGH�GHWHUPLQHV�WKH�HFRQRPLF�LPSDFW�RI�WKH�DJUHHPHQW�IRU�ERWK�SDUWLHV��7KH�TXHVWLRQ�LV��:KDW�NLQG�RI�DJUHHPHQW�DUH�WKH�QHJRWLDWRUV�OLNHO\ WR��DQG�SRVVLEO\�VKRXOG��VHHN"�7KUHH�EURDG�FKRLFHV�DUH�UHOHYDQW�7KH�ILUVW�EURDG�FKRLFH�LV�D FODVVLFDO�IUHH�WUDGH�DJUHHPHQW� DORQJ�WKH�OLQHV�RI�WKH�86�,VUDHO�)7$� 7KLV�W\SH�RI�DJUHHPHQW�IRFXVHV�RQ�WKH�HOLPLQDWLRQ�RI�WDULIIV�DQG�TXDQWLWDWLYH�UHVWULFWLRQV�DPRQJ�WKH�SDUWLHV�FRQFHUQHG��,W�WHQGV�WR�LJQRUH�WKH�KDUPRQL]DWLRQ�RI�GRPHVWLF�FRPSHWLWLRQ�SROLFLHV�DQG�UHJXODWLRQV�WKDW�PD\�LQIOXHQFH�LQYHVWPHQW�DQG�WUDGH�IORZV�DV�PXFK�DV�ERUGHU�SROLFLHV��LI�QRW�PRUH�VR��:KLOH�WKH\�PD\�EH�SHUFHLYHG�DV�D�VWHS�LQ�WKH�GLUHFWLRQ�RI�PXOWLODWHUDO�OLEHUDOL]DWLRQ��ERUGHU�OLEHUDOL]DWLRQ�WUDGH�DJUHHPHQWV�UHSUHVHQW�³LQFRPSOHWH´�HIIRUWV�WRZDUG�UHJLRQDO�LQWHJUDWLRQ�DQG�HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV�7KH�HFRQRPLF�HIIHFW�RI�FODVVLFDO�IUHH�WUDGH�DJUHHPHQWV��DV�9LQHU��������SRVWXODWHG��LV�WR�³FUHDWH´�WUDGH�EHWZHHQ�WKH�SDUWQHUV�RI�WKH�DJUHHPHQW�DQG�KHQFH�LQFUHDVH�WKH�ZHOIDUH�RI�WKH�QDWLRQV�LQYROYHG��$W�WKH�VDPH�WLPH��WKH\�³GLYHUW´�WUDGH�EHWZHHQ�WKH�FRXQWULHV�LQYROYHG��RQ�WKH�RQH�KDQG��DQG�WKH�UHVW�RI�WKH�ZRUOG��RQ�WKH�RWKHU��7KH�QHW�HIIHFW�FDQ�EH�SRVLWLYH�RU�QHJDWLYH��EXW�LV�JHQHUDOO\�OLPLWHG�LQ�PDJQLWXGH��0DVNXV�DQG�
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.RQDQ���������IRU�H[DPSOH��HVWLPDWH�WKH�JDLQV�WR�(J\SW�IURP�WUDGH�OLEHUDOL]DWLRQ�ZLWK�WKH�(XURSHDQ�8QLRQ�WR�EH�DSSUR[LPDWHO\�����SHUFHQW�RI�*'3��,Q�WKH�FDVH�RI�(J\SW��DQ�DJUHHPHQW�ZLWK�WKH�8QLWHG�6WDWHV�LV�OLNHO\�WR�UHGXFH�WUDGH�GLYHUVLRQ�GXH�WR�LWV�DJUHHPHQW�ZLWK�WKH�(XURSHDQ�8QLRQ��JLYHQ�WKH�UHODWLYH�LPSRUWDQFH�RI�WKH�8QLWHG�6WDWHV�DV�D�WUDGLQJ�SDUWQHU�7KH�VHFRQG�EURDG�FKRLFH�IDFLQJ�WKH�QHJRWLDWRUV�LV�D�GHHS�LQWHJUDWLRQ�DJUHHPHQW��RI�WKH�YDULHW\�DGRSWHG�LQ�1$)7$��7KLV�W\SH�RI�DJUHHPHQW�H[WHQGV�LWV�OLEHUDOL]DWLRQ�IRFXV�WR�PDQ\�DVSHFWV�RI�WKH�GRPHVWLF�HFRQRPLF�HQYLURQPHQW�DIIHFWLQJ�WKH�SURGXFWLRQ�RI�JRRGV��VHUYLFHV�DQG�LQYHVWPHQW��,W�LQYROYHV�WKH�KDUPRQL]DWLRQ�RI�FRPSHWLWLRQ�SROLFLHV�DQG�UHJXODWRU\�LQVWLWXWLRQV�ZLWK�UHVSHFW�WR�VXFK�SROLFLHV�DV�HQYLURQPHQWDO�VWDQGDUGV��ODERU�ODZV��JRYHUQPHQW�SURFXUHPHQW��DQWL�WUXVW�OHJLVODWLRQ��DQG�LQWHOOHFWXDO�SURSHUW\�ULJKWV��$JUHHPHQWV�RI�WKLV�W\SH�UHSUHVHQW�WKH�FORVHVW�RSWLRQ�WR�FRPSOHWH�HOLPLQDWLRQ�RI�EDUULHUV�WR�WUDGH�DQG�FDSLWDO�IORZV��7KH\�FKDUDFWHUL]H WKH�PRVW�UHFHQW�FODVV�RI�)7$V�7KH�PHULW�RI�GHHS�LQWHJUDWLRQ�DJUHHPHQWV�LV�WKDW�WKH\�FDQ�JHQHUDWH�ERWK�VWDWLF�DQG�G\QDPLF�JDLQV��6WDWLF�JDLQV�IROORZ�IURP�EHWWHU�DOORFDWLRQ�RI�UHVRXUFHV�LQ�D�PRUH�OLEHUDOL]HG�HQYLURQPHQW��'\QDPLF�JDLQV�IROORZ�IURP�JUHDWHU�LQYHVWPHQW��LPSURYHG�SURGXFWLYLW\�DQG�UHGXFHG�WUDQVDFWLRQ�FRVWV��7R�WKH�H[WHQW�WKDW�WKH\�DOVR�HQKDQFH�LQYHVWRU�FRQILGHQFH�LQ�WKH�VWDELOLW\�RI�SROLF\�UHIRUP��WKH\�UHGXFH�WKH�SHUFHSWLRQ�RI�ULVN�DQG�HQFRXUDJH�WKH�IORZ�RI�)',��,Q�WXUQ��)',�FDQ�SURGXFH�DQ�LPPHGLDWH�LQFUHDVH�LQ�ODERU�SURGXFWLYLW\�DQG�D�PRUH�ORQJ�WHUP�DFFXPXODWLRQ�RI�WHFKQRORJ\�DQG�KXPDQ�FDSLWDO�³'HHSHU´�LQWHJUDWLRQ�GRHV�QRW�DOZD\V�PHDQ�³EHWWHU´�LQWHJUDWLRQ��,W�LV�SRVVLEOH�WKDW�WKH�DGRSWLRQ�RI�FRPPRQ�VWDQGDUGV�PD\�IDYRU�LQGXVWULHV�RI�RQH�FRXQWU\�DW�WKH�H[SHQVH�RI�WKH�RWKHU��,W�LV�DOVR�SRVVLEOH�WKDW�IRUFLQJ�WKH�UHJXODWRU\�SROLF\�RI�RQH�FRXQWU\�RQ�WKH�RWKHU�PD\�VHUYH�DV�DQ�LQGLUHFW�WUDGH�EDUULHU��1ROO��������)LQDOO\��QRW�DOO�FRXQWULHV�DUH�DW�WKH�VDPH�OHYHO�RI�GHYHORSPHQW��ZKLFK�PHDQV�WKDW�LPPHGLDWH�HQIRUFHPHQW�RI�WKH�DJUHHPHQW�PD\�GLVFULPLQDWH�DJDLQVW�WKH�ORFDO�LQGXVWU\�RI�WKH�SRRUHU�FRXQWU\�DQG�GHSULYH�LWV�SURGXFHUV�RI�WKH�DELOLW\�WR�DGMXVW�DQG�WDNH�WKH�QHFHVVDU\�VWHSV�WR�FRPSHWH�DJDLQVW�ODUJH��ZHOO�HVWDEOLVKHG�PXOWLQDWLRQDO�FRPSHWLWRUV�)DFHG�ZLWK�WKH�OLPLWDWLRQV�RI�FODVVLFDO�DQG�GHHS�IUHH�WUDGH�DJUHHPHQWV��WKH�QHJRWLDWRUV�PD\�RSW�IRU�D�FRPELQDWLRQ�RI�ERWK��7KLV�K\EULG�FDQ�EH�WHUPHG�DQ�HFOHFWLF�IUHH�WUDGH�DJUHHPHQW��7KH�IXQGDPHQWDO�FKDUDFWHU�RI�WKLV�W\SH�RI�DJUHHPHQW�LV�WKDW�LW��FRPELQHV�OLEHUDOL]DWLRQ�RI�WUDGH�EDUULHUV�EHWZHHQ�WKH�WZR�SDUWLHV�DQG�WKH�
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KDUPRQL]DWLRQ�RI�VRPH GRPHVWLF�FRPSHWLWLRQ�SROLFLHV�DQG�UHJXODWRU\�LQVWLWXWLRQV��7KH�FKRLFH�RI�WKH�GRPHVWLF�SROLFLHV�IRU�QHJRWLDWLRQ�DQG�WKH�XOWLPDWH�DJUHHPHQW�RQ�KDUPRQL]LQJ�WKHP�PXVW�EH�GHWHUPLQHG�RQ�D�FDVH�E\�FDVH�EDVLV��LQ�YLHZ�RI�WKH�H[WHQW�WR�ZKLFK�GRPHVWLF�UHJXODWRU\�SROLFLHV�DQG�LQVWLWXWLRQV�GLYHUJH�DPRQJ�WKH�SDUWLHV�LQYROYHG�DQG�WKH�SROLWLFDO�IHDVLELOLW\�RI�EULGJLQJ�WKH�JDS�6LQFH�WKLV�W\SH�RI�DJUHHPHQW�FDQQRW�EH�ZHOO�GHILQHG��LWV�HIIHFW�FDQQRW�EH�HDVLO\�SUHGLFWHG��+RZHYHU��LW�LV�UHDVRQDEOH�WR�H[SHFW�WKDW�D�ZHOO�GHVLJQHG�HFOHFWLF�)7$�FRXOG�EH�PRUH�EHQHILFLDO�WKDQ�WKH�RWKHU�WZR�W\SHV�RI�DJUHHPHQWV��7KLV�LV�EHFDXVH�ZKLOH�LW�FRXOG�JHQHUDWH�WKH�VWDWLF�DQG�G\QDPLF�JDLQV�DVVRFLDWHG�ZLWK�GHHS�LQWHJUDWLRQ�DJUHHPHQWV��LW�FRXOG�DOVR�DYRLG�WKH�VKRUWFRPLQJV�RI�GHHS�LQWHJUDWLRQ�DJUHHPHQWV�DVVRFLDWHG�ZLWK�WKH�LPSRVLWLRQ�RI�LQDSSURSULDWH�UHJXODWRU\�SROLFLHV�RI�RQH�FRXQWU\�RQ�WKH�RWKHU��&RQYHUVHO\��SRRUO\�GHVLJQHG�HFOHFWLF�)7$V�FRXOG�KDYH�WKH�RSSRVLWH�HIIHFW��7KLV�FRQFOXVLRQ�UDLVHV�TXHVWLRQV�UHJDUGLQJ�WKH�NH\�HOHPHQWV�RI�D�SRVVLEOH�)7$�EHWZHHQ�(J\SW�DQG�WKH�8QLWHG�6WDWHV��DQG�LWV�UHSHUFXVVLRQV�
����3RWHQWLDO�%HQHILWV�WR�(J\SW�RI�D�)7$�ZLWK�WKH�8QLWHG�6WDWHV��7HUPV�RI�WKH�$JUHHPHQW:KDW�WKHQ�DUH�WKH�OLNHO\�WHUPV�RI D�)7$�EHWZHHQ�(J\SW�DQG�WKH�8QLWHG�6WDWHV"�$QG��ZKDW�DUH�WKH�OLNHO\�UHSHUFXVVLRQV�RI�WKHVH�WHUPV"�7KHVH�WZR�TXHVWLRQV�DUH�DGGUHVVHG�LQ�WKLV�VHFWLRQ��GUDZLQJ�RQ�SUHYLRXV�DJUHHPHQWV�WR�ZKLFK�HLWKHU�(J\SW�RU�WKH�8QLWHG�6WDWHV�DGKHUHG��QDPHO\��WKH�RQ�JRLQJ�(J\SW�(8�DJUHHPHQW��WKH������,VUDHO�86�)7$��DQG�1$)7$���7KH�GLVFXVVLRQ�UHYROYHV�DURXQG�WKH�DJUHHPHQW¶V�WKUHH�PDMRU�SRWHQWLDO�EHQHILWV�IRU�(J\SW��PDUNHW�DFFHVV��LQFUHDVHG�LQYHVWPHQW�DQG�SROLF\�UHIRUP�DQFKRU�
0DUNHW�$FFHVV
7KH�SHUIRUPDQFH�RI�(J\SW¶V�QRQ�WUDGLWLRQDO�H[SRUWV�KDV�EHHQ�OHVV�WKDQ�VDWLVIDFWRU\�LQ�UHFHQW�\HDUV��'XULQJ�WKH�SHULRG����������PDQXIDFWXULQJ�H[SRUWV�JUHZ�DW�WKH�PRGHVW�UDWH�RI�����SHUFHQW��6DFKV���������7KLV�SRRU�SHUIRUPDQFH�LV�DWWULEXWHG�WR�VHYHUDO�IDFWRUV��RQH�RI�ZKLFK�LV�PDUNHW�DFFHVV��7KH TXHVWLRQ�LV�WKHUHIRUH�ZKHWKHU�D�)7$�ZLWK�WKH�8QLWHG�6WDWHV�ZLOO�LQFUHDVH�WKH�DFFHVV�RI�(J\SWLDQ�H[SRUWHUV�WR�WKH�86�PDUNHW�,QFUHDVHG�DFFHVV�GHSHQGV�LQ�SDUW�RQ�WKH�WHUPV�RI�WKH�DJUHHPHQW��,W�LV�XVHIXO�WR�QRWH�WKDW�ERWK�1$)7$�DQG��WR�D�OHVVHU�H[WHQW��WKH������,VUDHOL�86�)7$�FRQWDLQ�DUWLFOHV�WKDW�VWLSXODWH�WKH�HOLPLQDWLRQ�RI�QRQ�WDULII�UHVWULFWLRQV�DQG�WKH�HOLPLQDWLRQ�RU�UHGXFWLRQ�RI�WDULIIV�EHWZHHQ�SDUWQHUV��7KH�WZR�DJUHHPHQWV�DOVR�UHPRYH�UHVWULFWLRQV�RQ�RWKHU�
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FRPSOHPHQWDU\�PHDVXUHV�WR�WKH�HOLPLQDWLRQ�RI�WDULII�DQG�TXDQWLWDWLYH�UHVWULFWLRQV�VXFK�DV�TXDOLW\�FRQWURO��DQWLGXPSLQJ�UHJXODWLRQV�DQG�UHTXLUHPHQWV�IRU�WKH�SXUFKDVH�RI�ORFDO�JRRGV��$�)7$�ZLWK�(J\SW�LV�OLNHO\�WR�LQFOXGH�VLPLODU�FRQGLWLRQV��%XW�WKH�HIIHFW�RI�WKHVH�SURYLVLRQV�RQ�DFFHVV�WR�86�PDUNHWV�GHSHQGV�RQ�ZKHWKHU�(J\SWLDQ�H[SRUWHUV�ZLOO�IDFH�KLJK�EDUULHUV�WR�WKH�86�PDUNHW�DQG�ZKHQ�WKHVH�EDUULHUV�ZLOO�EH�UHPRYHG�,Q�WHUPV�RI�WUDGH�EDUULHUV��WKH�$PHULFDQ�HFRQRP\�LV�IDLUO\�RSHQ��ZLWK�DQ�DYHUDJH�WDULII�UDWH�RI�����SHUFHQW�DFFRUGLQJ�WR�WKH�0RVW�)DYRUHG�1DWLRQ��0)1��VFKHGXOH��7DEOH�����7KLV�VXJJHVWV�OLPLWHG�LQFUHDVHG�DFFHVV�WR�WKH�86�PDUNHW��EXW�WKLV�FRQFOXVLRQ�
7DEOH����8QLWHG�6WDWHV�0RVW�)DYRUHG�1DWLRQ�7DULIIV�LQ������E\���'LJLW�,6,& $SSOLHG�WDULII�LQ�����0LQ��WDULII 0D[��WDULII $YHUDJH�WDULII 1XPEHU�RI�QRQ�DG��YDO�$JULFXOWXUH � ��� ��� ���$JULFXOWXUH��KXQWLQJ � ��� ��� ���)RUHVWU\��ORJJLQJ � �� ��� �)LVKLQJ � � ��� �
0DQXIDFWXULQJ � ��� ��� ����)RRG�DQG�EHYHUDJHV � ��� ��� ���7REDFFR�SURGXFWV ��7H[WLOHV � �� ���� ��:HDULQJ�DSSDUHO � �� ���� ��/XJJDJH�DQG�KDQGEDJV � �� ���� ��:RRG�DQG�SURGXFWV�RI�ZRRG � �� ��� ��3DSHU�DQG�SDSHU�SURGXFWV � �� ��� �3XEOLVKLQJ�DQG�SULQWLQJ � � ��� ��&RNH�DQG�UHILQHG�SHWURO � � ��� �&KHPLFDOV�DQG�FKHPLFDO����SURGXFWV � �� ��� ���
5REEHU�DQG�SODVWLF�SURGXFWV � �� ��� �2WKHU�QRQ�PHWDO�PLQHUDO�SURGXFWV � �� ��� ��%DVLF�PHWDOV � �� ��� ��)DEULFDWHG�PHWDO�SURGXFWV � �� ��� ��0DFKLQHV�DQG�HTXLSPHQW � �� ��� �2IILFH�PDFKLQHV � � ��� �(OHFWULFDO�PDFKLQHV � �� ��� �5DGLR�DQG�79�HTXLSPHQW � �� ��� �0HGLFDO�DQG�SUHFLVLRQ�LQVWUXPHQWV � �� ��� ���0RWRU�YHKLFOHV�DQG�WUDLOHUV � �� ��� �2WKHU�WUDQVSRUW�HTXLSPHQW � �� ��� �)XUQLWXUH��MHZHOU\��WR\V � �� ��� ��
2YHUDOO � ��� ��� ����6RXUFH� ,QWHU�$PHULFDQ�'HYHORSPHQW�%DQN��6WDWLVWLFV�DQG�4XDQWLWDWLYH�$QDO\VLV��,QWHJUDWLRQ�DQG�5HJLRQDO�3URJUDPV�'HSDUWPHQW�
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LV�PLVOHDGLQJ��(J\SWLDQ�H[SRUWHUV�IDFH�KLJK�WDULIIV�RQ�H[SRUWV�WR�WKH�8QLWHG�6WDWHV�RI�LPSRUWDQW�LWHPV�VXFK�DV�WH[WLOHV�DQG�DJULFXOWXUH�SURGXFWV��8QGHU�WKH�0)1�WDULII�VFKHGXOH��86�WH[WLOH�LPSRUWV�IDFH�DQ�DYHUDJH�WDULII�RI������SHUFHQW��ZLWK�WKH�PD[LPXPWDULII�DSSOLHG�WR�WKLV�VHFWRU�EHLQJ����SHUFHQW��,Q�DGGLWLRQ�WR�WDULIIV��H[SRUWV�RI�WH[WLOHV�WR�WKH�8QLWHG�6WDWHV�DUH�VXEMHFW�WR�FRXQWU\�TXRWDV��(J\SW�IDFHV�TXRWDV�RQ����WH[WLOH�SURGXFWV��LQFOXGLQJ�FRWWRQ�\DUQ��FORWK��DQG�YDULRXV�W\SHV�RI�UHDG\�PDGH�JDUPHQWV�DQG�FORWKLQJ�*LYHQ�WKDW�WKH�8UXJXD\�5RXQG�RQO\�FRPPLWV�WKH�8QLWHG�6WDWHV�WR�UHGXFLQJ�LWV�WUDGH�ZHLJKWHG�DYHUDJH�WDULII�RQ�WH[WLOHV�IURP������SHUFHQW�WR������SHUFHQW�RYHU����\HDUV��(J\SWLDQ�H[SRUWHUV�ZLOO�FRQWLQXH�WR�IDFH�WDULII�EDUULHUV�WR�WKH�86�PDUNHW�LQ�WKH�DEVHQFH�RI�D�)7$��7DEOH����
7DEOH����6HOHFWHG�86�&RPPLWPHQWV�8QGHU�WKH�*$77$JUHHPHQW 8�6��&RPPLWPHQW�*HQHUDO�$JUHHPHQW�IRU�7DULIIV�DQG�7UDGH��*$77�

x (OLPLQDWHV�WDULIIV�LQ�VHFWRUV�VXFK�DV�FRQVWUXFWLRQ��DJULFXOWXUDO�DQG�PHGLFDO�HTXLSPHQW��VWHHO��SKDUPDFHXWLFDOV��SDSHU��SXOS�DQG�SULQWHG�PDWHULDO��DQG�IXUQLWXUH�DQG�WR\V�x 5HGXFHV�WUDGH�ZHLJKWHG�WDULII�DYHUDJHV�RQ�LQGXVWULDO�SURGXFWV�E\����SHUFHQW��x ,QFUHDVHV�WKH�QXPEHU�RI�µERXQG¶�WDULII�OLQHV�WR�����SHUFHQW�x 5HTXLUHV�SDUWLFLSDWLRQ�LQ�D�WDULII�KDUPRQL]DWLRQ�LQLWLDWLYH�WKDW�UHGXFHV�WDULIIV�LQ�WKH�FKHPLFDO�VHFWRU�WR�YHU\�ORZ�UDWHV�UHDFKLQJ�]HUR�LQ�VRPH�FDVHV��
$JUHHPHQW�RQ�$JULFXOWXUH
 x 5HSODFHV�1RQ�7DULII�%DUULHUV��17%��ZLWK�WDULIIV��x 5HGXFHV�QHZ�DQG�H[LVWLQJ�WDULIIV�E\����SHUFHQW�RQ�DYHUDJH�RYHU�VL[�\HDUV��x &XUWDLOV�H[SRUW�VXEVLGLHV�LQ�EXGJHWDU\�RXWOD\V�E\����SHUFHQW�x 5HGXFHV�GRPHVWLF�VXSSRUW�WR�DJULFXOWXUDO�SURGXFHUV�E\����SHUFHQW�RYHU���\HDUV�
$JUHHPHQW�RQ�7H[WLOHV�DQG�&ORWKLQJ

x 5HGXFHV�WDULIIV�RQ�WH[WLOHV�DQG�DSSDUHO�IURP�D������SHUFHQW�WR������SHUFHQW�WUDGH�ZHLJKWHG�DG�YDORUHP�DYHUDJH�RYHU����\HDUV�x ,QFUHDVHV�WKH�0XOWL�)LEHU�$UUDQJHPHQW�TXRWD�JURZWK�UDWHV�LQ�WKUHH�VXFFHVVLYH�VWDJHV�RYHU����\HDUV�����SHUFHQW�LQ�������DQ�DGGLWLRQDO����SHUFHQW�LQ������DQG�DQ�DGGLWLRQDO����SHUFHQW�LQ������
�$JULFXOWXUH�LQFOXGHV�IRRG�SURFHVVLQJ�6RXUFH��*$77�6HFUHWDULDW���������7KH 5HVXOWV�RI�WKH�8UXJXD\�5RXQG�RI�0XOWLODWHUDO�7UDGH�1HJRWLDWLRQV��2IILFH�RI�7H[WLOH�	�$SSDUHO��86�&RPPHUFH�'HSDUWPHQW��27(;$��
,Q�WKH�DJULFXOWXUDO�VHFWRU��WDULII�UDWHV�RQ�VSHFLILF�FRPPRGLWLHV�DUH�DV�KLJK�DV�����SHUFHQW�LQ�DGGLWLRQ�WR�YDULRXV�QRQ�DG�YDORUHP�GXWLHV�ü :KLOH�(J\SW�GRHV�QRW�IDFH�TXRWDV�RQ�DJULFXOWXUDO�H[SRUWV�WR�WKH�8QLWHG�6WDWHV��WKH�FXUUHQW�0)1�WDULII�VFKHGXOH�DQG�WKH�86�FRPPLWPHQWV�XQGHU�WKH�8UXJXD\�5RXQG�GR�QRW�HOLPLQDWH�WDULIIV�RQ�DJULFXOWXUDO�SURGXFWV��,Q�IDFW��XQGHU�WKH�*$77�WKH�8QLWHG�6WDWHV�LV�FRPPLWWHG�WR�

ü 1RQ�DG�YDORUHP�GXWLHV�DUH�FXVWRP�GXWLHV�WKDW�DUH�VSHFLILHG�LQ�GROODUV�RU�FHQWV�SHU�XQLW�RI�LPSRUWHG�FRPPRGLW\�DQG�QRW�LQ�WHUPV�RI�LWV�YDOXH�
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UHGXFLQJ�H[LVWLQJ�WDULIIV�E\����SHUFHQW�RQ�DYHUDJH�RYHU�D�SHULRG�RI�VL[�\HDUV��7DEOH�����$FFRUGLQJO\��D�)7$�ZLWK�WKH�8QLWHG�6WDWHV�WKDW�LQFOXGHV�LPPHGLDWH�DFFHVV�IRU�DJULFXOWXUDO�SURGXFWV�RI�(J\SWLDQ�RULJLQ�ZLOO�LQFUHDVH�(J\SW¶V�H[SRUWV��7KLV�ZLOO�EH�FRQVLVWHQW�ZLWK�WKH�86�DJUHHPHQW�LQ�WKH�FRQWH[W�RI�1$)7$��LQ�ZKLFK�WKH�DJUHHPHQW�HOLPLQDWHV�LPPHGLDWHO\�DOO�QRQ�WDULII�EDUULHUV�WR�DJULFXOWXUDO�WUDGH��JHQHUDOO\�WKURXJK�WKHLU�FRQYHUVLRQ�WR�HLWKHU�³WDULII�UDWH�TXRWDV´�RU�RUGLQDU\�WDULIIV��$ERYH�TXRWD�WUDGH�ZLOO�EH�VXEMHFW�WR�WKH�JUDGXDO�UHGXFWLRQ�RI�WDULIIV��$OO�WDULII�EDUULHUV�EHWZHHQ�0H[LFR�DQG�WKH�8QLWHG�6WDWHV�ZLOO�EH�HOLPLQDWHG�QR�ODWHU�WKDQ����WR����\HDUV�DIWHU�VLJQLQJ�RI�1$)7$�ý ,I�WKH�8QLWHG�6WDWHV�DJUHHV�WR�VLPLODU�WHUPV�ZLWK�(J\SW��WKLV�PD\�SURYH�WR�EH�SDUWLFXODUO\�LPSRUWDQW�JLYHQ�WKDW�WKH�(J\SW�(8�SURSRVHG�DJUHHPHQW�GRHV�QRW�LQFOXGH�D�VXEVWDQWLDO�LQFUHDVH�LQ�DFFHVV�WR�WKH�(8�PDUNHWV�$V�IRU�WKH�WLPLQJ��LW�LV�H[SHFWHG�WKDW�(J\SW�ZLOO�KDYH�HVVHQWLDOO\�LPPHGLDWH�DFFHVV�WR�WKH�86�PDUNHW��ZKLOH�$PHULFDQ�ILUPV�ZLOO�KDYH�GHOD\HG�DFFHVV�WR�WKH�(J\SWLDQ�PDUNHW��7KLV�SDUDOOHOV�WKH�WUHDWPHQW�RI�0H[LFR�LQ�WKH�FRQWH[W�RI�1$)7$��LQ�ZKLFK�WKH�RSHQLQJ�RI�86�ERUGHUV�WR�PRVW�RI�0H[LFR¶V�PDQXIDFWXUHV�ZDV�LPSOHPHQWHG�LPPHGLDWHO\��ZKLOH�WKH�HOLPLQDWLRQ RI�0H[LFDQ�WDULIIV�LV�SKDVHG�RYHU�D�SHULRG�RI���WR����\HDUV��$�VLPLODU�DV\PPHWULF�WLPHWDEOH�FKDUDFWHUL]HV�WKH�SURSRVHG�(J\SW�(8�DJUHHPHQW��$GGLWLRQDO�SURYLVLRQV�PD\�DOVR�EH�DGRSWHG�ZLWK�UHVSHFW�WR�VRPH�³LQIDQW�LQGXVWULHV´�E\�DOORZLQJ�QHZ�LQGXVWULHV�LQ�(J\SW�WR�UHFHLYH�DERYH�DJUHHPHQW�SURWHFWLRQ�IRU�D�VSHFLILF�SHULRG�RI�WLPH��³,QIDQW�LQGXVWU\´�SURWHFWLRQ��KRZHYHU��LV�XVXDOO\�JRYHUQHG�FORVHO\�E\�WKH�H[SOLFLW�WHUPV�RI�WKH�DJUHHPHQW�RU�E\�WKH�VXSHUYLVRU\�ERG\�UHVSRQVLEOH�IRU�WKH�DGPLQLVWUDWLRQ�RI�WKH�WHUPV�RI�WKH�DJUHHPHQW��0RUHRYHU��WKH�SDUWLHV�DUH�OLNHO\�WR�DJUHH�RQ�FHUWDLQ�UXOHV�RI�RULJLQ�WR�HQVXUH�WKDW�EHQHILWV�RI�WKH�DJUHHPHQW�DUH�DFFRUGHG�RQO\�WR�JRRGV�SURGXFHG�LQ�WKH�WZR�FRXQWULHV��1$)7$��IRU�H[DPSOH��VSHFLILHV�³\DUQ�IRUZDUG´�UXOHV�RI�RULJLQ�IRU�WH[WLOHV DQG�WKDW�DXWRPRWLYH�JRRGV�PXVW�FRQWDLQ����SHUFHQW�DQG������SHUFHQW�RI�1RUWK�$PHULFDQ�FRQWHQW�:KLOH�WKH�)7$�ZLWK�WKH�8QLWHG�6WDWHV�PD\�LQFUHDVH�DFFHVV�IRU�(J\SWLDQ�H[SRUWHUV��LW�PD\�GHSHQG�RQ�PRUH�GLIILFXOW�QHJRWLDWLRQV�RQ�LVVXHV�VXFK�DV�JRYHUQPHQW�SURFXUHPHQW�DQG�GRPHVWLF�FRPSHWLWLRQ�SROLF\��,Q�SDUWLFXODU��WKH�8QLWHG�6WDWHV�LV�OLNHO\�WR�LQVLVW�WKDW�(J\SW�HOLPLQDWH�WKH�SUHIHUHQWLDO�DFFHVV�WR�JRYHUQPHQW�SXUFKDVHV�JLYHQ�WR�(J\SWLDQ�GRPHVWLF�VXSSOLHUV�����SHUFHQW���7KH�8QLWHG�6WDWHV�ZLOO�DOVR�SUREDEO\�DVN�
ý ,Q�WKH������,VUDHOL�86�)7$��TXDQWLWDWLYH�UHVWULFWLRQV�RWKHU�WKDQ�WDULIIV�ZHUH�PDLQWDLQHG�LQ�HDFK�FRXQWU\�WR�VXLW�WKHLU�JHQHUDO�DJULFXOWXUDO�SROLF\�FRQVLGHUDWLRQV�
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(J\SW�WR�DGRSW�DQWL�WUXVW�OHJLVODWLRQ�WR�SUHYHQW�DQ\�DEXVH�RI�PDUNHW�SRZHU�DQG�KDUPIXO�PHUJHUV�DQG�DFTXLVLWLRQV��7KHVH�WZR�LVVXHV�DUH�QRZ�EHLQJ�FRQVLGHUHG�XQLODWHUDOO\�E\�WKH�(J\SWLDQ�JRYHUQPHQW�LQ�LWV�HIIRUW�WR�PDNH�WKH�HFRQRP\�PRUH�PDUNHW�RULHQWHG�+RZ�PXFK PRUH�WUDGH�FDQ�(J\SW�H[SHFW�E\�VLJQLQJ�D�)7$�ZLWK�WKH�8QLWHG�6WDWHV��DVVXPLQJ�WKH�DJUHHPHQWV�ZLWK�WKH�(XURSHDQ�8QLRQ�DQG�$UDE�FRXQWULHV�DUH�LQ�IRUFH"�+RHNPDQ��.RQDQ�DQG�0DVFXV��������HVWLPDWH�WUDGH�FUHDWLRQ�IURP�D�)7$�ZLWK�WKH�8QLWHG�6WDWHV�DW������PLOOLRQ�XQGHU�D�FODVVLFDO�)7$�DQG������PLOOLRQ�XQGHU�D�1$)7$�W\SH�DJUHHPHQW��7KH\�DOVR�HVWLPDWH�ORZHU�WUDGH�GLYHUVLRQ�XQGHU�D�1$)7$�W\SH�DJUHHPHQW�������PLOOLRQ��WKDQ�XQGHU�D�FODVVLFDO�)7$�������PLOOLRQ���2YHUDOO��WKH\�HVWLPDWH�WKDW�XQGHUWDNLQJ�D�)7$�ZLWK�WKH�8QLWHG�6WDWHV��LQ�DGGLWLRQ�WR�)7$V�ZLWK�WKH�(XURSHDQ�8QLRQ�DQG�$UDE�FRXQWULHV��ZLOO�LQFUHDVH�ZHOIDUH�LQ�(J\SW�E\������SHUFHQW�RI�*'3��LI�WKH�)7$�ZLWK�WKH�8QLWHG�6WDWHV�LV�D�FODVVLFDO�)7$��DQG������SHUFHQW�RI�*'3��LI�WKH�DJUHHPHQW�LV�D�1$)7$�W\SH��
,QYHVWPHQW
(J\SW�LV�NHHQ�RQ�DWWUDFWLQJ�)',�IRU�VHYHUDO�UHDVRQV��LQFOXGLQJ�LWV�GHVLUH�WR�DFTXLUH�QHZ�WHFKQRORJ\��PDQDJHPHQW�DQG�PDUNHWLQJ�FDSDELOLWLHV��)',�LV�SHUKDSV�PRUH�LPSRUWDQWO\�QHHGHG�WR�HQDEOH�WKH�FRXQWU\�WR�JURZ�PXFK�IDVWHU������SHUFHQW��LQ�RUGHU�WR�FUHDWH�HQRXJK�MREV�IRU�QHZ�HQWUDQWV�LQWR�WKH�ODERU�PDUNHW��HVWLPDWHG�DW�KDOI�D�PLOOLRQ�D�\HDU��DQG�WR�UHGXFH�WKH�FXUUHQW�XQHPSOR\PHQW�UDWH�RI�DERYH����SHUFHQW��7KLV�KLJK�JURZWK�VFHQDULR�UHTXLUHV�WKDW�WKH�UDWLR�RI�LQYHVWPHQW�WR�*'3�LQFUHDVH�WR����WR����SHUFHQW��WKRXJK�QDWLRQDO�VDYLQJV�LV�RQO\����SHUFHQW��7R�WKH�H[WHQW�WKDW�WKH�DJUHHPHQW�ZLOO�FRQWULEXWH�WR�LQFUHDVHG�)',�LQ�(J\SW��WKH�EHQHILWV�WR�WKH�HFRQRP\�FRXOG�EH�VXEVWDQWLDO�,Q�WKLV�UHJDUG��QHJRWLDWRUV�KDYH�WZR�DSSURDFKHV��7KH�ILUVW�LV�WR�OLPLW�WKHLU�FRPPLWPHQWV�WR�WKRVH�DOUHDG\�PDGH�XQGHU�*$77�DQG�*$76��ZKLFK�LV�ZKDW�(J\SW�KDV�GRQH�LQ�LWV�QHJRWLDWLRQ�RI�WKH�(8�)7$��,VUDHO�DOVR�WRRN�WKLV�DSSURDFK�LQ�LWV�)7$�ZLWK�WKH�8QLWHG�6WDWHV�þ 7KH�VHFRQG�LV�WKH�DSSURDFK�IROORZHG�LQ�1$)7$��ZKLFK�JRHV�VLJQLILFDQWO\�EH\RQG�*$77�DQG�*$76��8QGHU�1$)7$��LQYHVWPHQW�OLEHUDOL]DWLRQ�LV�SXUVXHG�E\�JUDQWLQJ�LQYHVWRUV�RI�WKH�RWKHU�FRXQWU\�WKH�ULJKW�RI�HVWDEOLVKPHQW��E\�HOLPLQDWLQJ�SHUIRUPDQFH�UHTXLUHPHQWV��IRU�H[DPSOH��PLQLPXP�H[SRUWV��ORFDO�FRQWHQWV��ORFDO�SUHVHQFH�IRU�WKH�SURYLVLRQ�RI�VHUYLFHV���E\�UHPRYLQJ�UHVWULFWLRQV�RQ�FXUUHQF\�
þ 7KH������,VUDHOL�86�DJUHHPHQW�OLPLWV�LWV�FRYHUDJH�RI�WUDGH�LQ�VHUYLFHV�WR�UHFRPPHQGLQJ�WKDW�WKH�SDUWLHV�PLQLPL]H�UHVWULFWLRQV�RQ�WKH�IORZ�RI�VHUYLFHV�EHWZHHQ�WKH�WZR�QDWLRQV�DQG�GHYHORS�PHDQV�IRU�FRRSHUDWLQJ�RQ�WKLV�JRDO�
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H[SDWULDWLRQ��E\�SURKLELWLQJ�H[SURSULDWLRQ�RI�IRUHLJQ�LQYHVWPHQW��DQG�E\�SURYLGLQJ�IRU�IDLU�FRPSHQVDWLRQ�LQ�FDVH�RI�H[SURSULDWLRQ��,Q�WKH�VDPH�DJUHHPHQW��0H[LFR�DOVR�DJUHHG�WR�DOORZ�IRUHLJQ�LQYHVWPHQW�LQ�PRVW�VHFWRUV�RI�LWV�HFRQRP\��H[FHSW�WKRVH�ZKLFK�DUH�FRQVWLWXWLRQDOO\�UHVHUYHG�IRU�WKH�VWDWH��VXFK�DV�VRFLDO�DQG�PDULWLPH�VHUYLFHV�)URP�DQ�(J\SWLDQ�SHUVSHFWLYH��LW�PD\�VHHP�WKDW�QR�IXUWKHU�FRPPLWPHQWV�EH\RQG�WKH�*$77�DUH�QHFHVVDU\�XQGHU�WKH�)7$�ZLWK�WKH�8QLWHG�6WDWHV��EHFDXVH�(J\SW�FDQ�SXUVXH�OLEHUDOL]DWLRQ�RI�LQYHVWPHQW�DQG�VHUYLFHV�XQLODWHUDOO\��DV�0H[LFR�GLG�ZLWK�LWV�WHOHFRPPXQLFDWLRQV�VHFWRU��DQG�DV�(J\SW�LV�DFWXDOO\�GRLQJ�QRZ���+RZHYHU��WKLV�PD\�QRW�EH�GHVLUDEOH�EHFDXVH�(J\SW�FDQ�LPSURYH�IRUHLJQ�LQYHVWRUV¶�SHUFHSWLRQ�RI�WKH�FUHGLELOLW\�RI�LWV�SROLF\�UHIRUP�LI�LW�FRPPLWV�WR�DQ�H[WHUQDO�ELQGLQJ�ZLWK�WKH�8QLWHG�6WDWHV�ÿ 7KLV�DSSURDFK�PD\�DOVR�QRW�EH�IHDVLEOH�LI�WKH�8QLWHG�6WDWHV�LQVLVWV�RQ�DSSO\LQJ�WKH�1$)7$�PRGHO�WR�DQ\�RI�LWV�VXEVHTXHQW�)7$V�ZLWK�RWKHU�FRXQWULHV��LQFOXGLQJ�(J\SW��:KDWHYHU�IUDPHZRUN�LV�DGRSWHG��KRZHYHU��HLWKHU�RI�WKH�SDUWLHV�PD\�VWLOO�SXW�D�QXPEHU�RI�)',�UHODWHG�LVVXHV�RQ�WKH�WDEOH��7KHVH�LVVXHV�LQFOXGH�LQWHOOHFWXDO�SURSHUW\�ULJKWV��,35V��DQG�ODERU�ODZV�7KH�)',�UHODWHG�DUJXPHQWV�LQ�IDYRU�RI�SURWHFWLQJ�,35V�DUH�VWUDLJKWIRUZDUG��WKH\�HQFRXUDJH�WKH�IORZ�RI�)',�WR�SURGXFH�ORFDO�FRPPRGLWLHV�VXFK�DV�FRPSXWHU�VRIWZDUH�DQG�SKDUPDFHXWLFDOV��DQG�WKH\�HQFRXUDJH�WKH�GRPHVWLF�DQG�IRUHLJQ�SULYDWH�VHFWRU�WR�LQYHVW�LQ�5	'��,Q�SULQFLSOH��WKLV�VKRXOG�QRW�EH�D�SUREOHP�IRU�(J\SW��JLYHQ�WKDW�LW�LV�ERWK�D�PDUNHW�IRU�DQG�D�SURGXFHU�RI�SURGXFWV�WKDW�,35V�FDQ�SURWHFW�DQG�IRU�ZKLFK�WKH\�FDQ�LQFUHDVH�SURGXFWLRQ�LQFHQWLYHV��0RUHRYHU��(J\SW¶V�SUHVHQW�ODZ�SURWHFWV�,35V�DQG�SURYLGHV�QDWLRQDO�WUHDWPHQW�IRU�SURGXFWV�RI�RWKHU�FRXQWULHV��6XEUDPDQLDQ�DQG�$EG�(O�/DWLI��������7KHVH�FRPPLWPHQWV�ZHUH�UHLWHUDWHG�LQ�(J\SW¶V�VLJQLQJ�RI�WKH�:72�7UDGH�5HODWHG�,QWHOOHFWXDO�3URSHUW\�5LJKWV�DJUHHPHQW��75,3��7KH�³FDWFK�´�KRZHYHU��LV�WKDW�75,3�SURYLGHV�IRU�D�WUDQVLWLRQ�SHULRG��VWDUWLQJ�LQ�������GXULQJ�ZKLFK�SKDUPDFHXWLFDO�SDWHQWV�PD\�EH�SXW�LQ�D�³EODFN�ER[´�IRU����\HDUV�E\�FRXQWULHV�ZKLFK�GLG�QRW�SUHYLRXVO\�JUDQW�SDWHQW�SURWHFWLRQ��LQFOXGLQJ�(J\SW���$�VLPLODU�WLPH�IUDPH�LV�UHTXLUHG�WR�REWDLQ�DSSURYDO�IRU�FRPPHUFLDO�PDUNHWLQJ�RI�SDWHQWHG�SURGXFWV�LQ�GHYHORSHG�FRXQWULHV��7KLV�PHDQV�WKDW�ERWK�WKH�SRVLWLYH�DQG�QHJDWLYH�HIIHFWV�RI�75,3�RQ�WKH�(J\SWLDQ�SKDUPDFHXWLFDO�LQGXVWU\�ZLOO�ILUVW�EH�IHOW�E\�WKH�\HDU�������JLYHQ�WKDW�(J\SW�PDGH�QR�IXUWKHU�FRPPLWPHQWV�LQ�LWV�(8�DJUHHPHQW��,Q�WKH�FRQWH[W�RI�D�)7$�ZLWK�WKH�8QLWHG�6WDWHV��KRZHYHU��LW�LV�OLNHO\�WKDW�(J\SW�ZLOO�EH�
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DVNHG�WR�DJUHH�WR�HOLPLQDWH�RU�VKRUWHQ�WKH����\HDU�WUDQVLWLRQ�SHULRG�WKDW�75,3�DOORZV��'HEDWH�RYHU�WKH�LVVXH�RI�WLPLQJ�KDV�EHHQ�LQWHQVH�LQ�(J\SW��GXH�WR�WKH�FRQFHUQ�DERXW�WKH�QHJDWLYH�LPSDFW�WKLV�ZLOO�KDYH�RQ�WKH�SKDUPDFHXWLFDO�LQGXVWU\�DQG�FRQVXPHUV�DV�SULFHV�RI�SKDUPDFHXWLFDO�SURGXFWV�LQFUHDVH��7R�WKH�H[WHQW�WKDW�WKHVH�FRQFHUQV�DUH�YDOLG��D�UHVROXWLRQ�WR�WKH�FRQIOLFW�PD\�LQYROYH�HVWLPDWLQJ�WKH�SRWHQWLDO�FRVW�LQYROYHG�DQG�VRPH�IRUP�RI�ILQDQFLDO FRPSHQVDWLRQ�DV�LQ�WKH�(J\SW�(8�DUUDQJHPHQW�$V�IRU�WKH�LQWHUDFWLRQ�EHWZHHQ�ODERU�ODZV�DQG�)',��LW�LV�JHQHUDOO\�DFFHSWHG�WKDW��DOO�WKLQJV�HTXDO��)',�ZLOO�JUDYLWDWH�WR�FRXQWULHV�ZKHUH�ODERU�LV�ERWK�VNLOOHG�DQG�UHODWLYHO\�LQH[SHQVLYH��6HJPHQWHG�ODERU�PDUNHWV��SRRU�WUDLQLQJ�SURJUDPV��DQG�LQIOH[LEOH�ZDJH�SROLFLHV�DFW�DV�GHWHUUHQWV�WR�)',��,Q�(J\SW��WKH�PDUNHW�LV�VRPHZKDW�VHJPHQWHG��ZLWK����SHUFHQW�RI�WKH�ODERU�IRUFH�LQ�WKH�SXEOLF�VHFWRU�DQG�ZRUNLQJ�ZLWK�OLPLWHG�IOH[LELOLW\�DQG�IHZ�LQFHQWLYHV�WR�LPSURYH�WKHLU�VNLOO�OHYHO��/DERU�ODZV�VHHP�H[WUHPHO\�ULJLG�ZKHQ�LW�FRPHV�WR�KLULQJ�DQG�ILULQJ��%XW�WKH�SLFWXUH�LV�QRW�DV�JULP�DV�LW�DSSHDUV��2Q�WKH�RQH�KDQG��VXUYH\V�RI�WKH�EXVLQHVV�VHFWRU�VKRZ�WKDW�ODERU�ODZV�DUH�QRW�FRQVLGHUHG�DV�ELQGLQJ�DV�WKH\�PD\�VHHP��*DODO��������2Q�WKH�RWKHU�KDQG��UHDO�ZDJHV�KDYH�EHHQ�GHFOLQLQJ�GXULQJ�WKH�SHULRG���������WR����������5DGZDQ��IRUWKFRPLQJ���ZKLFK�VXJJHVWV�WKDW�WKH�PDUNHW�LV�PRUH�IOH[LEOH�WKDQ�LW�VHHPV��)LQDOO\��WKH�(J\SWLDQ�ODERU�IRUFH�LV�UHODWLYHO\�VNLOOHG��DV�HYLGHQFHG�E\�WKH����WR����SHUFHQW�RI�WKH�ODERU�IRUFH�ZRUNLQJ�LQ�QHDUE\�FRXQWULHV�:KLOH�WKH�86�QHJRWLDWRUV�PD\�UDLVH�FRQFHUQV�DERXW�ZRUNHUV¶�ULJKWV��WKH�(J\SWLDQ�VLGH�LV�OLNHO\�WR�DVVHUW�WKDW�WKHLU�ODZV�JXDUDQWHH�UHDVRQDEOH�VWDQGDUGV�IRU�KHDOWK�DQG�VDIHW\��EDQV�RQ�FKLOG�ODERU��DQG�DQWL�GLVFULPLQDWLRQ�PHDVXUHV��,Q�WKH�HQG��WKH�WZR�SDUWLHV�PD\�DJUHH�WR�SURYLVLRQV�VLPLODU�WR�WKRVH�LQFOXGHG�LQ�1$)7$��7KH�HVVHQFH�RI�WKHVH�SURYLVLRQV�LV�WKDW�QR�FRPPLWPHQWV�DUH�PDGH�EH\RQG�FHUWDLQ�JXLGLQJ�SULQFLSOHV��VXEMHFW�WR�HDFK�SDUW\¶V�GRPHVWLF�ODZ��ZLWKRXW�HVWDEOLVKLQJ�FRPPRQ�PLQLPXP�VWDQGDUGV��7KXV��WKH�DJUHHPHQW�PD\�LQGLFDWH�WKDW�SDUWLHV�ZLOO�GHYHORS�ODZV��UHJXODWLRQV��SURFHGXUHV�DQG�SUDFWLFHV�LQ�WKHLU�RZQ�ZD\�WKDW�SURWHFW�WKH�ULJKWV�DQG�LQWHUHVWV�RI�WKHLU�UHVSHFWLYH�ZRUNIRUFHV��)RU�H[DPSOH��PLQLPXP�HPSOR\PHQW�VWDQGDUGV��WKH�ULJKW�WR�FROOHFWLYH�EDUJDLQLQJ��DQG�PHDVXUHV�DJDLQVW�GLVFULPLQDWLRQ�ZRXOG�EH�LQFOXGHG��$V�LQ�1$)7$��WKH�DJUHHPHQW�PD\�LQFOXGH�SURFHGXUHV�IRU�FRPSODLQWV�DERXW�YLRODWLRQV�RI�WKH�DJUHHPHQW��DQG�PD\�HYHQ�LQFOXGH�ILQDQFLDO�SHQDOWLHV�
ÿ 6HH�VXEVHFWLRQ�����
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+RZ�PXFK�ZLOO�D�)7$�ZLWK�WKH�8QLWHG�6WDWHV�FRQWULEXWH�WR�KLJKHU�)',�LQ�(J\SW"�7KLV�LV�D�GLIILFXOW�TXHVWLRQ��HVSHFLDOO\�EHFDXVH�)',�GHSHQGV�RQ�D�KRVW�RI�IDFWRUV��%XW�LI�WKH�H[SHULHQFH�RI�RWKHU�FRXQWULHV�LV�DQ\�JXLGDQFH��WKH�EHQHILWV�FDQ�EH�VXEVWDQWLDO��7KH�VWRFN�RI�86�)',�LQ�0H[LFR�MXPSHG�IURP������ELOOLRQ�LQ������ZKHQ�1$)7$�ZDV�ILUVW�DQQRXQFHG�WR�DERXW�����ELOOLRQ�LQ������� 7KXV��86�)',�LQ�0H[LFR�PRUH�WKDQ�GRXEOHG�RYHU�D�SHULRG�RI�VHYHQ�\HDUV�� 0H[LFR�DOVR�DWWUDFWHG�VXEVWDQWLDO�LQYHVWPHQW�IURP�QRQ�86�VRXUFHV��ZKLFK�FRPELQHG�ZLWK�86�LQYHVWPHQW�WR�SURGXFH�����ELOOLRQ�ZRUWK�RI�)',�RYHU�D�SHULRG�RI�ILYH�\HDUV��RU�WKH�HTXLYDOHQW�RI����SHUFHQW�RI�0H[LFR¶V�*'3�LQ������
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0H[LFR6SDLQ3RUWXJDO

6RXUFH��,QWHUQDWLRQDO�)LQDQFLDO�6WDWLVWLFV��YDULRXV�LVVXHV�
7KH�)7$�DV�D�3ROLF\�5HIRUP�$QFKRU
,Q�DGGLWLRQ�WR�SURYLGLQJ�PDUNHW�DFFHVV�DQG�LQFUHDVLQJ�)',��D�)7$�ZLWK�WKH�8QLWHG�6WDWHV�PD\�VHUYH�WR�VXSSRUW�(J\SW¶V�UHIRUP�HIIRUWV��/LNH�0H[LFR��(J\SW�FRXOG�XVH�WKH�)7$�ZLWK�WKH�8QLWHG�6WDWHV�WR�IXUWKHU�HQKDQFH�WKH�FUHGLELOLW\�RI�LWV�UHIRUP�HIIRUW��ZKLFK�KDV�LQWHQVLILHG�LQ�WKH�����V��:LWKRXW�D�VLPLODU�DJUHHPHQW��ODUJH�IRUHLJQ�LQYHVWRUV��HVSHFLDOO\�WKRVH�LQWHUHVWHG�LQ�DVVHW�VSHFLILF�VHFWRUV�LQ�XWLOLWLHV��ZLOO�HLWKHU�UHIUDLQ�IURP�LQYHVWLQJ�KHDYLO\�LQ�WKHVH�VHFWRUV�RU�UHTXLUH�D�KLJK�ULVN�SUHPLXP�WR�GR�VR�$Q�DJUHHPHQW�ZLWK�WKH�8QLWHG�6WDWHV��ZKLFK�LQYROYHV OLEHUDOL]DWLRQ�RI�VHUYLFHV��FDQ�UHGXFH�WKLV�ULVN�DQG�DWWUDFW�FDSLWDO�DW�IDYRUDEOH�WHUPV�WR�(J\SW��5LVN�ZLOO�EH�HYHQ�IXUWKHU�UHGXFHG�LI�IRUHLJQ�LQYHVWRUV�EHOLHYH�WKDW�WKH�8QLWHG�6WDWHV�ZLOO�VXSSRUW�WKH�(J\SWLDQ�HFRQRP\�LQ�WKH�HYHQW�RI�D�FULVLV��DV�LW�GLG�LQ�WKH�0H[LFDQ�FDVH�úù7KHUH�DUH�VHYHUDO�FRXQWHU�DUJXPHQWV�WR�H[WHQVLYH�FRPPLWPHQWV�RQ�WKH�SDUW�RI�(J\SW�LQ�WKH�FRQWH[W�RI�WKH�)7$��)LUVW��(J\SWLDQ�HFRQRPLF�UHIRUPV�KDYH�JDLQHG�WKH�FRQILGHQFH�RI�IRUHLJQ�LQYHVWRUV�DOUHDG\��HVSHFLDOO\�LQ�WKH�ODVW�FRXSOH�RI�\HDUV��7KLV�LV�VXSSRUWHG�E\�WKH�IDYRUDEOH�UDWLQJ�(J\SW�UHFHQWO\�UHFHLYHG�IURP�6WDQGDUG�DQG�3RRU¶V�DQG�,%&$��6HFRQG��(J\SW�LV�DERXW�WR�VLJQ�DQ�DJUHHPHQW�ZLWK�WKH�(XURSHDQ�8QLRQ��ZKLFK�UHGXFHV�WKH�PHULWV�RI�XVLQJ�WKH�)7$�ZLWK�WKH�8QLWHG�6WDWHV�DV�D�SROLF\�DQFKRU��
úù 6HH�)UDQFRLV��������IRU�HODERUDWLRQ�RI�WKH�UROH�RI�WKH�86�LQ�WKH�0H[LFDQ�FULVLV�DQG�WKH�IDYRUDEOH�HIIHFW�RI�1$)7$�DV�D�SROLF\�DQFKRU�IRU�0H[LFR�
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)LQDOO\��WKHUH�LV�WKH�ORVV�RI�FRQWURO�RYHU�GRPHVWLF�SROLFLHV�WKDW�LV�DVVRFLDWHG�ZLWK�VLJQLQJ�DQ�H[WHUQDO�DJUHHPHQW�7KHVH�DUJXPHQWV�DUH�QRW��KRZHYHU��SHUVXDVLYH��7KH�KLVWRU\�RI�UHIRUP�LQ�(J\SW�LV�WRR�UHFHQW��1RWZLWKVWDQGLQJ�WKH�IDYRUDEOH�LQVWLWXWLRQDO�UDWLQJ��WKHUH�PD\�EH�VRPH�LQYHVWRUV�ZKR�DUH�KHVLWDQW�WR�EHFRPH�LQYROYHG�LQ�(J\SW��$OVR��WKH�DJUHHPHQW�ZLWK�WKH�(XURSHDQ�8QLRQ�LV�VRPHZKDW�OLPLWHG��LQYROYLQJ�QR�FRPPLWPHQWV�ZLWK�UHVSHFW�WR�WKH�ULJKW�RI�HVWDEOLVKPHQW�RU�OLEHUDOL]DWLRQ�RI�VHUYLFHV��+RHNPDQ�DQG�'MDQNRY��������$V�D�UHVXOW��IRUHLJQ�LQYHVWRUV�PD\�QRW�YLHZ�LW�DV�D�VHULRXV�FRPPLWPHQW�PHFKDQLVP�DV�WKH\�GLG�ZLWK�1$)7$��7KH�PRUH�GLIILFXOW�LVVXH�LV�WKH�WHQVLRQ�EHWZHHQ�QDWLRQDO�VRYHUHLJQW\�DQG�LQWHUQDWLRQDO�FRPPLWPHQWV��7KLV�LQYROYHV�D�WUDGH�RII��ZKLFK�FDQQRW�EH�GLVPLVVHG�OLJKWO\��%XW�WKH�PRVW�UHDVRQDEOH�UHVROXWLRQ�RI�WKLV�WHQVLRQ��LW�VHHPV��LV�QRW�WR�IRUHJR�WKH�EHQHILWV�RI�XVLQJ�WKH�)7$�DV�D�ELQGLQJ�PHFKDQLVP��5DWKHU��HIIRUW�VKRXOG�IRFXV�RQ�DJUHHLQJ�RQ�UHIRUPV�WKDW�DUH�FRQVLVWHQW�ZLWK�(J\SW¶V�UHIRUP�VWUDWHJ\��DQG�RQ�LQFOXGLQJ�SUHFLVH�ODQJXDJH�LQ�WKH�DJUHHPHQW�IRU�GHDOLQJ�ZLWK�H[FHSWLRQDO�FLUFXPVWDQFHV�
ý��3RWHQWLDO�%HQHILWV�WR�(J\SW�IURP�D�)7$�ZLWK�WKH�8QLWHG�6WDWHV��5HVSRQVLYHQHVV�RI�WKH�(J\SWLDQ�(FRQRP\:KHWKHU�WKH�SRWHQWLDO�EHQHILWV�RI�D�)7$�ZLWK�WKH�8QLWHG�6WDWHV�DUH�IXOO\�UHDOL]HG�RU�QRW�GHSHQGV�RQ�WKH�DELOLW\�RI�WKH�(J\SWLDQ�HFRQRP\�WR�IXOO\�H[SORLW�WKH�RSSRUWXQLWLHV�RIIHUHG�E\�WKH�DJUHHPHQW��/HVV�WKDQ�SUXGHQW�PDFURHFRQRPLF�PDQDJHPHQW��LQVWLWXWLRQDO�ULJLGLWLHV��DQG�H[FHVVLYH�SURWHFWLRQ�RI�GRPHVWLF�PDUNHWV�DOO�HIIHFWLYHO\�GHWHU�)',��HURGH�WKH�DELOLW\�RI�ILUPV�WR�H[SRUW�WR�D�PDUNHW�DV�FRPSHWLWLYH�DV�WKDW�RI�WKH�8QLWHG�6WDWHV�DQG�SURYLGH�LQFHQWLYHV�WR�VHOO�GRPHVWLFDOO\�UDWKHU�WKDQ�DEURDG��7KH�TXHVWLRQ�WKHUHIRUH�LV�ZKHWKHU�UHFHQW�DQG�RQ�JRLQJ�UHIRUPV�LQ�(J\SW�SUHSDUHG�WKH�HFRQRP\�WR�WDNH�DGYDQWDJH�RI�D�)7$�ZLWK�WKH�8QLWHG�6WDWHV��7KLV�TXHVWLRQ�LV�DGGUHVVHG�LQ�WKLV�VHFWLRQ�E\�HYDOXDWLQJ�UHIRUPV�WR�GDWH��LGHQWLI\LQJ�WKH�UHPDLQLQJ�ZHDNQHVVHV�DQG�RXWOLQLQJ�WKH�ZD\�WKH�DJUHHPHQW�FRXOG�KHOS�IXUWKHU�UHIRUP��
5HIRUPV WR�'DWH
,I�VRPHRQH�DVNHG�ZKHWKHU�WKH�PDFURHFRQRPLF�SROLF\�HQYLURQPHQW�LQ�(J\SW�ZDV�FUHGLEOH�DQG�FRQGXFLYH�WR�DWWUDFWLQJ�)',�DQG�SURPRWLQJ�H[SRUWV�LQ�WKH�����V��WKH�DQVZHU�ZRXOG�KDYH�EHHQ�³QR�´úú 7RGD\��WKH�DQVZHU�WR�WKH�VDPH�TXHVWLRQ�ZRXOG�EH�DQ�
úú 2Q�WKH�LPSRUWDQFH�RI�PDFURHFRQRPLF�YDULDEOHV�IRU�)',��VHH�IRU�H[DPSOH��81&7$'��������������%DMR�5XELR�DQG�6RVYLOOD�5LYHURL��������DQG�+DGGDG�DQG�+DUULVRQ��������
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XQTXDOLILHG�³\HV�´�7KDW�LV�QRW�WR�VD\�WKDW�WKH�PDFURHFRQRPLF�HQYLURQPHQW�LV�SUREOHP�IUHH��RU�WKDW�IXUWKHU�UHIRUPV�DUH�QRW�QHHGHG��5DWKHU��LW�VD\V�WKDW�WKLQJV�KDYH�LPSURYHG�VLJQLILFDQWO\�LQ�WKH�����V��6RPH�PD\�HYHQ�DUJXH�WKDW�WKH�(J\SWLDQ�VWDELOL]DWLRQ�SURJUDP�LV�RQH RI�WKH�PRVW�VXFFHVVIXO�LQ�WKH�GHYHORSLQJ�ZRUOG��6XEUDPDQLDQ��IRUWKFRPLQJ���6R�KRZ�GLG�WKLV�RFFXU",W�RFFXUUHG�ZLWK�WKH�DVVLVWDQFH�RI�WKH�,0)�DQG�:RUOG�%DQN��(J\SW�ODXQFKHG�D�PDMRU�VWDELOL]DWLRQ�SURJUDP�LQ������LQ�WKH�WUDGLWLRQ�RI�ZKDW�LV�NQRZQ�DV�WKH�:DVKLQJWRQ�FRQVHQVXV��:KDW�GLVWLQJXLVKHV�WKH�(J\SWLDQ�SURJUDP��KRZHYHU��LV�KRZ�GHFLVLYH�WKH�DFWLRQV�ZHUH��� HVSHFLDOO\�RQ�WKH�ILVFDO�IURQW�ZKHUH�WKH�EXGJHW�ZDV�UHGXFHG�IURP�DERYH����SHUFHQW�RI�*'3�WR�����SHUFHQW�LQ����������2WKHUZLVH��WKH�SURJUDP�LQFOXGHG�H[FKDQJH�UDWH�XQLILFDWLRQ�DQG�GHYDOXDWLRQ��WLJKW�PRQHWDU\�SROLF\�DQG�LQWHUHVW�UDWH�OLEHUDOL]DWLRQ�DQG�SULFH�GHFRQWURO��7KLV�HIIRUW�ZDV�DLGHG�E\�WKH�IRUJLYHQHVV�RI����SHUFHQW�RI�(J\SW¶V�H[WHUQDO�GHEW�IROORZLQJ�WKH�*XOI�:DU�7KH�SURJUDP�SURGXFHG�UHPDUNDEOH�UHVXOWV��,QIODWLRQ�GHFOLQHG�WR�����SHUFHQW�LQ����������� GRZQ�IURP����SHUFHQW�LQ����������([WHUQDO�GHEW�IHOO�IURP����SHUFHQW�RI�*'3�LQ������WR����SHUFHQW�LQ�*'3�LQ�������DQG�WKH�FXUUHQW�DFFRXQW�UHPDLQHG�LQ�VXUSOXV�IRU�PRVW�RI�WKH�SHULRG��,QFUHDVHG�FRQILGHQFH�LQ WKH�(J\SWLDQ�HFRQRP\�ZDV�VHHQ�LQ�UDSLG�GH�GROODUL]DWLRQ�ZKLFK�ZHQW�IURP�DERXW����SHUFHQW�LQ���������WR�DERXW����SHUFHQW�LQ����������0RUHRYHU��WKH�EXLOG�XS�RI�FDSLWDO�LQIORZV�LQFUHDVHG�UHVHUYHV�WR�����ELOOLRQ�RU�DERXW���\HDUV�RI�FXUUHQW�GHEW�VHUYLFLQJ�UHTXLUHPHQWV��)LQDOO\��ZKLOH�*'3�JURZWK�VORZHG�GRZQ�FRQVLGHUDEO\�GXULQJ�WKH�UHIRUP�SHULRG��LW�KDV�VKRZQ�VLJQV�RI�UHFRYHU\�LQ�UHFHQW�\HDUV��5HDO�*'3�JURZWK�ZDV�����SHUFHQW�LQ���������DQG�LV�H[SHFWHG�WR�LQFUHDVH�IXUWKHU�LQ�WKH�QH[W�IHZ�\HDUV��%\�������WKH�FXPXODWLYH�HIIHFW�RI�WKHVH�UHIRUPV�HDUQHG�(J\SW�D�UDWLQJ�RI�%%%�� IURP�6WDQGDUG�DQG�3RRU¶V�DQG�,%&$�%XW�VWDELOL]DWLRQ�LV�RQO\�D�SUHFRQGLWLRQ�IRU�HFRQRPLF�DJHQWV�WR�UHVSRQG�IOH[LEO\�WR�PDUNHW�FKDOOHQJHV�DQG�RSSRUWXQLWLHV��:LWKRXW�VWUXFWXUDO�UHIRUPV�WR�UHGXFH�WUDQVDFWLRQ�FRVWV��WR�HQIRUFH�FRQWUDFWV�HIILFLHQWO\�DQG�WR�UHVWRUH�IOH[LELOLW\�LQ�WKH�ODERU�DQG�FDSLWDO�PDUNHWV��WKH�³ULJKW´�SULFHV�PD\�QRW�EH�DFWHG�XSRQ��%HQKDP��������+HUH�WRR��WKH�JRYHUQPHQW�KDV�PDGH�VLJQLILFDQW�SURJUHVV��$�FRPSUHKHQVLYH�DFFRXQW�RI�ZKDW�KDV�EHHQ�DFFRPSOLVKHG�LV�GLIILFXOW��EXW�WKH�KLJKOLJKWV�LQFOXGH�RSHQLQJ�XS�WKH�HFRQRP\��UHGXFLQJ�WKH�GRPLQDQW�UROH�RI�WKH�VWDWH�DQG�GHYHORSLQJ�WKH�ILQDQFLDO�VHFWRU��7KH�UHIRUPV�KDYH�EHHQ�XQGHUWDNHQ�DOVR�ZLWK�WKH�VXSSRUW�RI�WKH�,0)�DQG�:RUOG�%DQN�ZKLOH�RWKHUV�KDYH�EHHQ�GRQH�XQLODWHUDOO\�
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,Q�WHUPV�RI�RSHQQHVV��(J\SW¶V�WUDGH�OLEHUDOL]DWLRQ�VWDUWHG�LQ������ZLWK�WKH�UHPRYDO�RI�LPSRUW�EDQV�DQG�H[SRUW�FRQWUROV��3URJUHVV�FRQWLQXHG�ZLWK�UHJXODU�UHGXFWLRQV�RI�PD[LPXP�DQG�DYHUDJH�WDULII�UDWHV��$V�D�UHVXOW��WKH�DYHUDJH�WDULII�UDWH�LV�QRZ�RQO\����SHUFHQW�ZLWK�D�PD[LPXP�UDWH�RI����SHUFHQW��H[FOXGLQJ�DXWRPRELOHV��FLJDUHWWHV�DQG�DOFRKRO���%HFDXVH�WDULIIV�DUH�DOVR�LPSRVHG�RQ�LPSRUWHG�LQWHUPHGLDWH�LQSXWV��HIIHFWLYH�UDWHV�RI�SURWHFWLRQ��(53V��RI�GRPHVWLF�SURGXFHUV�DUH�ORZHU�WKDQ�QRPLQDO�UDWHV�ZKLFK�GHFOLQHG�IURP������SHUFHQW�LQ������WR�����SHUFHQW�LQ������úû 7KLV�PRUH�RSHQ�WUDGH�UHJLPH�KDV�KDG�WKH�HIIHFW�RI�H[SRVLQJ�ILUPV�WR�JUHDWHU�IRUHLJQ�FRPSHWLWLRQ��WKHUHE\�HQKDQFLQJ�WKHLU�FDSDFLW\�WR�UHVSRQG�PRUH�IDYRUDEO\�WR�LPSURYHG�PDUNHW�DFFHVV�DEURDG�,Q�DQ�DWWHPSW�WR�UHGXFH�WKH�GRPLQDQW�UROH�RI�WKH�VWDWH��WKH�JRYHUQPHQW�DFFHOHUDWHG�WKH�SULYDWL]DWLRQ�RI�VWDWH�RZQHG�HQWHUSULVHV��62(V���HVSHFLDOO\�LQ�WKH�ODVW�FRXSOH�RI�\HDUV��,Q���������DORQH��SULYDWL]DWLRQ�LQYROYHG�WKH�VDOH�RI�WKH�PDMRULW\�RI�WKH�VKDUHV�RI����FRPSDQLHV��RXW�RI�VRPH�����62(V��DQG�E\���������WKH�JRYHUQPHQW�LQWHQGV�WR�FRPSOHWH�WKH�VDOH�RI�WKH�UHPDLQLQJ�WZR�WKLUGV�RI�SXEOLF�VHFWRU�FRPSDQLHV��,Q�OLJKW�RI�WKH�H[SHULHQFH�RI�RWKHU�FRXQWULHV��SULYDWL]DWLRQ�LV�H[SHFWHG�WR�LPSURYH�HIILFLHQF\��LQFUHDVH�LQYHVWPHQW�DQG�FRQWULEXWH�WR�FRQVXPHU�ZHOIDUH�ZLWKRXW�KXUWLQJ�ZRUNHUV��*DODO��HW�DO��������6LQFH�������WKH�JRYHUQPHQW�KDV�VLPXOWDQHRXVO\�LQWURGXFHG�PDMRU�SLHFHV�RI�OHJLVODWLRQ�LQYROYLQJ�WKH�UHGXFWLRQ�RI�WD[DWLRQ�DQG�WKH�HOLPLQDWLRQ�RI�H[FKDQJH�DQG�FUHGLW�FRQWUROV�úü 2WKHU�ODZV�KDYH�EHHQ�SDVVHG�WR�HDVH�HQWU\�LQWR�WKH�EDQNLQJ�VHFWRU��LQFOXGLQJ�WKH������ELOO�WKDW�DOORZV�����SHUFHQW�IRUHLJQ�RZQHUVKLS�RI�EDQNV��,Q������D�QHZ�LQYHVWPHQW�ODZ�ZDV�SDVVHG�E\�SDUOLDPHQW��XQLI\LQJ�DQG�VLPSOLI\LQJ�WKH�SURFHGXUHV�QHFHVVDU\�WR�XQGHUWDNH�QHZ�LQYHVWPHQW�DQG�JLYLQJ�WKH�SULYDWH�VHFWRU�LQFHQWLYHV�WR�LQYHVW�,Q�WKH�ILQDQFLDO�VHFWRU��VLJQLILFDQW�UHIRUPV�KDYH�DOVR�EHJXQ��,Q�EDQNLQJ��UHIRUPV�VWDUWHG�ZKHQ�JRYHUQPHQW�IXQGV�ZHUH�LQMHFWHG�WR�FRPSHQVDWH�EDQNV�IRU�HDUOLHUVWUXFWXUDO�ZHDNQHVVHV�DQG�IRU�DQ�RYHUUHJXODWHG�ILQDQFLDO�VHFWRU��6LQFH�WKHQ��WKH�JRYHUQPHQW�KDV�LQWURGXFHG�VHYHUDO�SROLFLHV�WR�VWUHQJWKHQ�WKH�EDQNLQJ�VHFWRU�DQG�LPSURYH�LWV�DELOLW\�WR�PHHW�WKH�QHHGV�DQG�ULVNV�RI�D�OLEHUDOL]HG�HQYLURQPHQW��%DQNV�DUH�DOORZHG�WR�VHW�WKHLU�LQWHUHVW�UDWHV�DQG�VHUYLFH�FKDUJHV�DQG�FDQ�RSHUDWH�IUHHO\�LQ�ORFDO�RU�

úû 6HH�$SSHQGL[�IRU�GDWD�VRXUFHV�DQG�GHWDLOV�RI�FDOFXODWLRQV�úü 7KH�PDUJLQDO�WD[�UDWH�ZDV�UHGXFHG�IURP����SHUFHQW�WR����SHUFHQW�DQG�WKH�3HRSOH¶V�$VVHPEO\�MXVW�SDVVHG�D�ODZ�UHGXFLQJ�LW�HYHQ�IXUWKHU�����SHUFHQW�IRU�WKH�KLJKHVW�LQFRPH�EUDFNHW���7KH�FRUSRUDWH�UDWH�ZDV�UHGXFHG�WR����SHUFHQW�DQG����SHUFHQW�IRU�PDQXIDFWXULQJ�
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IRUHLJQ�FXUUHQFLHV��$OO�EXW�RQH�RI�WKH�MRLQW�YHQWXUH�EDQNV�KDYH�EHHQ�SULYDWL]HG�DQG�WKH�EDQNLQJ�VHFWRU
V�LQYROYHPHQW�LQ�FRUSRUDWH�DQG�FRQVXPHU�FUHGLW�LV�JURZLQJ�úý+HOSHG�E\�WKH�SULYDWL]DWLRQ�SURJUDP��HIIRUWV�WR�VWUHQJWKHQ�WKH�(J\SWLDQ�VWRFN�H[FKDQJH�KDYH�SDLG�RII��&DSLWDOL]DWLRQ�*'3�ZHQW�XS�IURP���SHUFHQW�LQ���������WR�DQ�HVWLPDWHG����SHUFHQW�LQ����������<HW�VRPH�DUJXH�WKDW�WKH�JURZLQJ�LPSRUWDQFH�RI�WKH�VWRFN�PDUNHW�FDPH�DW�WKH�H[SHQVH�RI�WKH�EDQNLQJ�VHFWRU��6XEUDPDQLDQ��������)XUWKHU�OLEHUDOL]DWLRQ�RI�WUDGH�DQG�LQYHVWPHQW�FRXOG�EULQJ�WKLV�WUHQG�WR�D�KDOW��KHQFH�WKH�LPSRUWDQFH�RI�D�)7$�DJUHHPHQW�WKDW�OLEHUDOL]HV�WUDGH�DQG�LQYHVWPHQW�EHWZHHQ�(J\SW�DQG�WKH�8QLWHG�6WDWHV��$V�WKH�GRPHVWLF�VHFWRU�UHVSRQGV�WR�QHZ�LQYHVWPHQW�DQG�WUDGH�SRVVLELOLWLHV��FRPSHWLWLRQ�EHWZHHQ�YDULRXV�VRXUFHV�RI�ILQDQFH�FDQ�JXDUDQWHH�LPSURYHG�DOORFDWLRQ�RI�UHVRXUFHV��HYHQ�LI�WKH�EDQNLQJ�VHFWRU�LWVHOI�LV�H[FOXGHG�IURP�VHUYLFH�OLEHUDOL]DWLRQ��5HIRUPV�WR�GDWH�DSSHDU�WR�KDYH�SUHSDUHG�WKH�(J\SWLDQ�HFRQRP\�WR�HQWHU�D�)7$�ZLWK�WKH�8QLWHG�6WDWHV��6XFK�D�SURSRVDO�LQ�WKH�����V�ZRXOG�KDYH�IDOOHQ�RQ�GHDI�HDUV�RU�PHW�ZLWK�VNHSWLFLVP�
5HPDLQLQJ�:HDNQHVV�RI�WKH�(FRQRP\
'HVSLWH�SURJUHVV��VRPH�ZHDNQHVVHV�UHPDLQ��7KH�FXUUHQW�DFFRXQW�LV�H[SHFWHG�WR�VKRZ�D�GHILFLW�LQ�WKH�QH[W�IHZ�\HDUV��DQG�DV�D�UHVXOW��IXUWKHU�WDULII�UHGXFWLRQV�DQG�WKH�SRRU�SHUIRUPDQFH�RI�QRQ�RLO�H[SRUWV��2YHU�WKH�SDVW�IHZ�\HDUV��QRQ�RLO�H[SRUWV�KDUGO\�JUHZ��DQG�WKHLU�VKDUH�UHODWLYH�WR�*'3�LV�D�PRGHVW�����SHUFHQW��7KLV�UDWLR�FRPSDUHV�ZLWK����SHUFHQW�LQ�,QGRQHVLD��$Q�LPSRUWDQW�UHDVRQ�IRU�WKH�SRRU�SHUIRUPDQFH�RI�QRQ�RLO�H[SRUWV�LV�DQ�RYHUYDOXHG�H[FKDQJH�UDWH��ZKLFK�ZDV�HVWLPDWHG�DW����SHUFHQW�EHWZHHQ�-XO\������DQG�'HFHPEHU�������6XEUDPDQLDQ��������úþ :KLOH�UHFHLSWV�IURP�VHUYLFHV�KDYH�JURZQ�E\����SHUFHQW�EHWZHHQ���������DQG����������RWKHU�VHUYLFH�H[SRUWV�VXFK�DV�FRPPXQLFDWLRQV��PHGLD��VKLSSLQJ��HQJLQHHULQJ�DQG�$UDELF�VRIWZDUH�UHPDLQ�YLUWXDOO\�XQH[SORLWHG�$QRWKHU�DUHD�RI�ZHDNQHVV�LV�WKH�ORZ�OHYHO�RI�VDYLQJV�DQG�LQYHVWPHQWV��7KH�VKDUH�RI�LQYHVWPHQW�LQ�*'3�LV�DSSUR[LPDWHO\����SHUFHQW�RI�*'3��ZKLFK�LV�IDU�EHORZ�WKH�VDPH�UDWLR�LQ�G\QDPLF�H[SRUW�RULHQWHG�FRXQWULHV�VXFK�DV�,QGRQHVLD�����SHUFHQW�LQ��������
úý 7KH�KHDOWK�RI�WKH�EDQNLQJ�VHFWRU�LV�HYLGHQFHG�E\�DQ�LPSURYHG�SURILWDELOLW\��7KH�OLPLWHG�VSUHDG�EHWZHHQ�ERUURZLQJ�DQG�OHQGLQJ�UDWHV������SHUFHQW�LQ����������DQG�WKH�VPDOOHU�H[SRVXUH�RI�EDQNV�WR�SXEOLF�FRPSDQLHV�GHEW��VKDUH�RI�SXEOLF�VHFWRU�FUHGLW�LV����SHUFHQW�LQ�������'RZQ�IURP����SHUFHQW���úþ (J\SW�XVHV�WKH�H[FKDQJH�UDWH�DV�D�QRPLQDO�DQFKRU�
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2QH�UHDVRQ�IRU�ORZ�VDYLQJV�LV�WKH�ODUJH�SXEOLF�VHFWRU��ZLWK�62(V�DORQH�DFFRXQWLQJ�IRU�DERXW����SHUFHQW�RI�*'3��6DFKV��������$QRWKHU�UHDVRQ�LV�WKH�SD\�DV�\RX�JR�SHQVLRQ�IXQG�V\VWHP��ZKLFK�SURYLGHV�SHQVLRQHUV�OLPLWHG�LQFHQWLYHV�WR�VDYH��7KLUG��WKH�ORZ�LQYHVWPHQW�UDWLR�LV�LQ�SDUW�UHODWHG�WR�WKH�ORZ�OHYHO�RI�)',��ZKLFK�VXJJHVWV�WKDW�IRUHLJQ�LQYHVWRUV�FRQVLGHU�(J\SW�OHVV�DWWUDFWLYH�WKDQ�RWKHU�HPHUJLQJ�PDUNHWV�LQ�(DVW�$VLD�DQG�/DWLQ�$PHULFD�)LQDOO\��EHFDXVH�VDYLQJV��LQYHVWPHQW�DQG�H[SRUWV�KDYH�EHHQ�ORZ��WKH�HFRQRP\�GLG�QRW�JURZ�IDVW�HQRXJK�WR�FUHDWH�VXIILFLHQW�MREV�WR�DEVRUE�WKH JURZLQJ�ODERU�IRUFH��$GPLWWHGO\��WKH�SROLF\�RI�JXDUDQWHHG�HPSOR\PHQW�LQ�WKH�SXEOLF�VHFWRU�ZDV�VXFFHVVIXO�IRU�GHFDGHV�LQ�PDLQWDLQLQJ�QHDU�IXOO�HPSOR\PHQW��HYHQ�LI�WKHVH�MREV�ZHUH�QRW�SURGXFWLYH��%XW�WKLV�SROLF\�SURYHG�XQVXVWDLQDEOH�DQG�OHIW�WKH�HFRQRP\�ZLWK�DQ�XQHPSOR\PHQW�FKDOOHQJH�WKDW�LV�\HW�WR�EH�PHW��7KH�XQHPSOR\PHQW�UDWH�LV�HVWLPDWHG�DW����WR���SHUFHQW���)HUJDQL��������8QGHUHPSOR\PHQW�LV�PXFK�ODUJHU�$FFRUGLQJO\��WKH�UHIRUP�DJHQGD�LV�KDUGO\�ILQLVKHG��LI�LW�HYHU�ZLOO��)XUWKHU�VWUXFWXUDO�UHIRUPV�DUH�DZDLWLQJ�DFWLRQ��,QGHHG��HYLGHQFH�VKRZV�WKDW�LI�(J\SW�ZHUH�WR�LPSURYH�LWV�HFRQRPLF�DQG�LQVWLWXWLRQDO�HQYLURQPHQW�WR�PHHW�WKH�VWDQGDUGV�SUHYDLOLQJ�LQ�(DVW�$VLD��WKH�(J\SWLDQ�*'3�SHU�FDSLWD�FRXOG�LQFUHDVH�E\�DV�PXFK�DV�����SHUFHQW��6DFKV��������$OVR��D�VXUYH\�RI�WKH�SULYDWH�VHFWRU�VXJJHVWV�WKDW�WKH�FRVWV�RI�UHG�WDSH�DQG�RWKHU�LQVWLWXWLRQDO�FRQVWUDLQWV�VWLOO�EXUGHQ�EXVLQHVV�E\�DV�PXFK�DV����SHUFHQW��,%&$�������úÿ
5HDGLQHVV�RI�WKH�(FRQRP\�DQG�WKH�)7$
7KH�IDYRUDEOH�HFRQRPLF�HQYLURQPHQW�DQG�WKH�ZHDNQHVVHV�RI�WKH�HFRQRP\�PDNH�D�)7$�ZLWK�WKH�8QLWHG�6WDWHV�DWWUDFWLYH�IRU�(J\SW��7KLV�HQYLURQPHQW�HQFRXUDJHV�LQYHVWPHQW�DQG�H[SRUWV�DQG�HQDEOHV�ILUPV�WR�WDNH�DGYDQWDJH�RI�WKH�RSSRUWXQLWLHV�RIIHUHG�E\�WKH�DJUHHPHQW��7KH�ZHDNQHVVHV�RI�WKH�HFRQRP\��RQ�WKH�RWKHU�KDQG��DWWHVW�WR�WKH�QHHG�IRU�D�)7$�WR�UHGXFH�WKH�VDYLQJ�LQYHVWPHQW�JDS��SHQHWUDWH�QHZ�PDUNHWV��DQG�EXLOG�WKH�FUHGLELOLW\�RI�UHIRUP��%HFDXVH�WKH�UHIRUP�DJHQGD�LV�QRW�ILQLVKHG��WKH�)7$�PD\�DOVR�EH�XVHG�WR�VXSSRUW�IXUWKHU�UHIRUP��$W�WKH�OHYHO�RI�VSHFLILF�LQGXVWULHV��WKH�)7$�FRXOG�DOVR�KHOS��7KLV�LV�LOOXVWUDWHG�E\�D�EULHI�DQDO\VLV�RI�WKUHH�H[SRUW�FDWHJRULHV��WH[WLOHV��DJULFXOWXUDO�SURGXFWV�DQG�QRQ�WUDGLWLRQDOO\�FRPSDUDWLYH�DGYDQWDJH�VHFWRUV�ú�
úÿ 6HH�DOVR��:RUOG�%DQN��������������ú� 8QGHU�WKH�QRQ�WUDGLWLRQDOO\�FRPSDUDWLYH�DGYDQWDJH�VHFWRUV�ZH�JURXS�DOO�PDQXIDFWXULQJ�VHFWRUV�H[FHSW�IRRG�SURFHVVLQJ��WH[WLOHV��PLQHUDOV�DQG�RLO�UHILQLQJ�
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&RQVLGHU�WH[WLOHV�ILUVW��-XGJLQJ�E\�WKH�5HYHDOHG�&RPSDUDWLYH�$GYDQWDJH��5&$��RI�(J\SWLDQ�H[SRUWV�WR�WKH�8QLWHG�6WDWHV��(J\SW�HQMR\V�D�FRPSDUDWLYH�DGYDQWDJH�LQ���RI����+6��GLJLW�WH[WLOH�VHFWRUV��7DEOH�����7KHUHIRUH��WKLV�VHFWRU�VKRZV�D�IDLU�GHJUHH�RI�FRPSHWLWLYHQHVV�LQ�WKDW�PDUNHW��GHVSLWH�WKH�SUHVHQFH�RI�H[LVWLQJ�WUDGH�EDUULHUV�LQ�WKH�8QLWHG 6WDWHV��

7DEOH����5&$
�IRU�(J\SWLDQ�7H[WLOHV������ �3HUFHQW�:RUOG 86$6LON�\DUQ�DQG�IDEULFV ����:RRO�\DUQ�DQG�IDEULFV ���� ���&RWWRQ�\DUQ�DQG�IDEULFV ��� ���2WKHU�QDWXUDO�ILEHU�\DUQV�DQG�IDEULFV ���0DQPDGH�ILODPHQW ���� ��0DQPDGH�VWDSOH�ILEHUV ���� ���:DGGLQJ��IHOW�DQG�XQZRYHQ��\DUQ��WZLQH�FRUGDJH ���
&DUSHWV�DQG�RWKHU�WH[WLOH�IORRU�FRYHULQJV ��� ���6SHFLDO�ZRYHQ�IDEULFV�WXIWHG�WH[WLOH�IDEULFV��ODFH��WDSHVWULHV �� ��
,PSUHJQDWHG��FRDWHG��ODPLQDWHG�WH[WLOH�IDEULFV ���� ����.QLWWHG�RU�FURFKHWHG�IDEULFV �$SSDUHO�DQG�FORWKLQJ�DFFHVVRULHV��NQLWWHG�RU�FURFKHWHG ��� ���
$SSDUHO�DQG�FORWKLQJ�DFFHVVRULHV��QRW�NQLWWHG�RU�FURFKHWHG ��� ���
2WKHU�PDGH�XS�WH[WLOH�DUWLFOHV��ZRUQ�FORWKLQJ ��� ���
5&$����� �OQ���;L�;���0L�0���
����ZKHUH�;L DQG�0L DUH�VHFWRU�L
V�H[SRUWV�DQG�LPSRUWV��UHVSHFWLYHO\�:KLOH�;�DQG�0�DUH�(J\SW
V�WRWDO�H[SRUWV�DQG�LPSRUWV�5&$!��LQGLFDWHV�WKH�SUHVHQFH�RI�FRPSDUDWLYH�DGYDQWDJH��7KH�KLJKHU�WKH�LQGH[�WKH�PRUH�VXFFHVVIXO�WKHWUDGH�SHUIRUPDQFH�RI�WKH�VHFWRU�LQ�TXHVWLRQ�6RXUFH��&DOFXODWHG�IURP�&$30$6�WUDGH�GDWD�

7KLV�FRQFOXVLRQ�KROGV�DOWKRXJK�(53�ZDV������SHUFHQW�LQ������IRU�VSLQQLQJ�DQG�ZHDYLQJ�DQG������SHUFHQW�IRU�UHDG\�PDGH�JDUPHQWV�LQ�WKH�VDPH�\HDU��7DEOH����ú�$FFRUGLQJO\��DQ�(J\SW�86�)7$�WKDW�HQVXUHV�GXW\�IUHH�DFFHVV�RI�(J\SWLDQ�WH[WLOHV�WR�WKH�8QLWHG�6WDWHV�FRXOG�EH�LQVWUXPHQWDO�LQ�SURPRWLQJ�WKLV�VHFWRU�$V�IRU�DJULFXOWXUDO�SURGXFWV��QHJDWLYH�(53V�KDYH�EHHQ�ULVLQJ�LQ�DEVROXWH�WHUPV�GXULQJ�WKH�SHULRG������������7DEOH�����$FFRUGLQJO\��JUHDWHU�DFFHVV�WR�PDUNHWV�DEURDG�LV�OLNHO\�WR�OHDG�WR�D�JUHDWHU�VXSSO\�RI�WKHVH�SURGXFWV��7KH�SUREOHP�LV�WKDW�DJULFXOWXUDO�
ú� (5)�FDOFXODWLRQV�GR�QRW�WDNH�LQWR�DFFRXQW�WKH�HIIHFW�RI�WKH�EDQ�RQ�LPSRUWV�RI�UHDG\�PDGH�JDUPHQWV��7KHUHIRUH�WKH�UHDG\�PDGH�JDUPHQW�LQGXVWU\�LV�QHFHVVDULO\�PRUH�SURWHFWHG�WKDQ�WKH�(53�ILJXUHV�VXJJHVW�
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SURGXFWV�DUH�XVXDOO\�VXEMHFW�WR�H[WHQVLYH�TXDOLW\�DQG�VSHFLILFDWLRQ�FRQWUROV��+DUPRQL]LQJ�WKHVH�SURFHGXUHV�LQ�WKH�IUDPHZRUN�RI�D�)7$�ZLWK�WKH�8QLWHG�6WDWHV�FDQ�LQWHUDFW�ZLWK�QHJDWLYH�SURWHFWLRQ�WR�DVVXUH�WKH�DELOLW\�RI�WKLV�VHFWRU�WR�SHQHWUDWH�WKH�86�PDUNHW�,Q�QRQ�WUDGLWLRQDO��QRQ�RLO�LQGXVWULHV��WKH�H[SHFWHG�GRZQZDUG�WUHQG�LQ�(53�PHDVXUHV�DIWHU�WKH�IXOO�LPSOHPHQWDWLRQ�RI�WKH�)7$�ZLWK�WKH�(XURSHDQ�8QLRQ�LQGLFDWHV�D�VLPLODU�SRWHQWLDO�IRU�PDQ\�SURGXFWV��$FFRUGLQJ�WR�*DODO�DQG�+RHNPDQ���������RQO\���RI����LQGXVWULHV�ZLOO�UHPDLQ�SRVLWLYHO\�SURWHFWHG�E\�\HDU�������7KLV�PHDQV�WKDW�WKHVH�DUH�VHFWRUV�WKDW�ZLOO�EH�DEOH�WR�FRPSHWH�HIIHFWLYHO\�LQ�D�PRUH�RSHQ�WUDGH�HQYLURQPHQW���
7DEOH����3URWHFWLRQ LQ�(J\SW�������DQG�����
���� ����1RPLQDO7DULII (53 1RPLQDO7DULII (53
$JULFXOWXUDO�IRRG�SURGXFWV ��� ��� ��� ����$JULFXOWXUDO�QRQ�IRRG�SURGXFWV ��� ���� ��� ����/LYHVWRFN ��� ��� ��� ���2LO�DQG�*DV�([WUDFWV ��� ���� ��� �����2WKHU�([WUDFWV ��� ���� ��� ����)RRG�3URFHVVLQJ ��� ��� ��� ���&RWWRQ�*LQQLQJ ��� ��� ��� ���6SLQQLQJ�DQG�:HDYLQJ ���� ���� ���� ����5HDG\�PDGH�*DUPHQWV ���� ���� ���� ����/HDWKHU�3URGXFWV��OHVV�IRRWZHDU� ���� ���� ���� ����)RRWZHDU ���� ���� ���� ����:RRG�3URGXFWV��/HVV�)XUQLWXUH� ��� ����� ��� �����)XUQLWXUH ���� ����� ���� ����3DSHU�	�3ULQWLQJ ���� ���� ���� ����&KHPLFDO 3URGXFWV��OHVV�RLO�UHILQLQJ� ���� ��� ���� ���
2LO�5HILQLQJ�3URGXFWV ��� ��� ��� ���5XEEHU�	�3ODVWLF�3URGXFWV ���� ��� ���� ���3RUFHODLQ�3URGXFWV ���� ���� ���� ����*ODVV�3URGXFWV ���� ���� ���� ����1RQ�PHWDOOLF�3URGXFWV ���� ���� ���� ����0HWDOV�DQG�,URQ�3URGXFWV ���� ���� ���� ����0DFKLQHU\�	�(TXLSPHQW ���� ���� ���� ���7UDQVSRUWDWLRQ�0HDQV ���� ���� ���� ����2WKHU�PDQXIDFWXULQJ�LQGXVWULHV ���� ���� ���� ���:HLJKWHG�DYHUDJH ���� ���� ���� ���
%HYHUDJHV�DQG WREDFFR�DUH�H[FOXGHG�EHFDXVH�RI�WKHLU�KLJK�QRPLQDO�WDULIIV6RXUFH� &DOFXODWHG
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7KHVH�DUH�DOVR�WKH�VHFWRUV�WKDW�FDQ�EHQHILW�VLJQLILFDQWO\�IURP�VLPSOLILHG�DQG�KDUPRQL]HG�LPSRUW�DQG�H[SRUW�SURFHGXUHV��ZKLFK�QRZ�UHSUHVHQW�WUDGH�EDUULHUV��HVSHFLDOO\�IRU�VPDOO�H[SRUWHUV�
���&RQFOXGLQJ�5HPDUNV
7KH�HFRQRPLF�UHODWLRQVKLS�EHWZHHQ�(J\SW�DQG�WKH�8QLWHG�6WDWHV�LV�UHODWLYHO\�LPSRUWDQW�IRU�(J\SW��EXW�UHPDLQV�DLG�GHSHQGHQW�DQG�XQGLYHUVLILHG��ZLWK�D�JURZLQJ�WUDGH�GHILFLW�LQ�IDYRU�RI�WKH�8QLWHG�6WDWHV��7KH�GHEDWH�RYHU�DLG�WR�(J\SW��GHVSLWH�WKH�LPSRUWDQFH�RI�WKLV�UHODWLRQVKLS�WR�ERWK�SDUWLHV��VXJJHVWV�WKDW�D�)7$�EHWZHHQ�WKH�WZR�FRXQWULHV�PD\�EH�WKH�ORJLFDO�QH[W�VWHS��$VLGH�IURP�WKH�LPPHGLDWH�EHQHILWV�RI�QHW�WUDGH�FUHDWLRQ�DQG�LQFUHDVHG�LQYHVWPHQW��D�VWURQJ�UHODWLRQVKLS�EHWZHHQ�WKH�WZR�FRXQWULHV�ZLOO�KHOS�IRVWHU�SHDFH�LQ�WKH�UHJLRQ�1RW�DOO�)7$V�DUH�HTXDOO\�EHQHILFLDO��KRZHYHU��7KLV�SDSHU�DUJXHV�WKDW�DQ�HFOHFWLF�)7$��FRYHULQJ�WUDGH�OLEHUDOL]DWLRQ�DQG�WKH�KDUPRQL]DWLRQ�RI�VRPH�GRPHVWLF�SROLFLHV�DQG�UHJXODWLRQV��LV�WKH�EHVW�RSWLRQ�IRU�(J\SW��$�³GHHSHU´�)7$��VXFK�DV�1$)7$��PD\�LQIULQJH�RQ�QDWLRQDO�VRYHUHLJQW\�DQG�LPSRVH�LQDSSURSULDWH�SROLFLHV�DQG�LQVWLWXWLRQV�RQ�(J\SW��,Q�FRQWUDVW��D�³VKDOORZ´�)7$��VXFK�DV�WKDW�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�,VUDHO��PD\�GR�YHU\�OLWWOH�WR�SURPRWH�LQYHVWPHQW��OLEHUDOL]H�VHUYLFHV�DQG�SURYLGH�DQ�DQFKRU�IRU�SROLF\�UHIRUP�7KH�WLPH�WR�QHJRWLDWH�DQ�DJUHHPHQW�ZLWK�WKH�8QLWHG�6WDWHV�LV�QRZ��%HFDXVH�(J\SW�LV�DERXW�WR�FRQFOXGH�DQ�DJUHHPHQW�ZLWK�WKH�(XURSHDQ�8QLRQ�DQG�KDV�VLJQHG�D�)7$�ZLWK�WKH�$UDE�FRXQWULHV��DQ�DJUHHPHQW�ZLWK�WKH�8QLWHG�6WDWHV�ZLOO�UHGXFH�WUDGH�GLYHUVLRQ��$W�WKH�VDPH�WLPH��WKH�(J\SWLDQ�HFRQRP\�LV�HVVHQWLDOO\�UHDG\�WR�WDNH�DGYDQWDJH�RI�DQ�DJUHHPHQW�ZLWK�WKH�8QLWHG�6WDWHV��JLYHQ�WKH�VLJQLILFDQW�UHIRUPV�XQGHUWDNHQ�LQ�WKH�����V��:KDWHYHU�ZHDNQHVV�UHPDLQV�LQ�WKH�HFRQRP\��WKH�)7$�ZLWK�WKH�8QLWHG�6WDWHV�FDQ�LQGHHG�EH�D�KHOSIXO�IRUFH�
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*DODO��$KPHG�DQG�+RHNPDQ��%HUQDUG������E���³(J\SW�DQG�WKH�3DUWQHUVKLS�$JUHHPHQW���ZLWK�WKH�(8��WKH�5RDG�WR�0D[LPXP�%HQHILWV�´�LQ�*DODO�DQG�+RHNPDQ������D��
*DODO��$KPHG��/HUR\�-RQHV��3DQNDM�7DQGRQ�DQG�,QJR�9RJHOVDQJ���������:HOIDUH�&RQVHTXHQFHV�RI�6HOOLQJ�3XEOLF�(QWHUSULVHV��$Q�(PSLULFDO�$QDO\VLV�:DVKLQJWRQ�'�&���7KH�:RUOG�%DQN�DQG�2[IRUG�8QLYHUVLW\�3UHVV��



(&(6�:3����7RKDP\�	�*DODO�����
*HQHUDO�$JUHHPHQW�RQ�7DULIIV�DQG�7UDGH���������7KH�5HVXOWV�RI�WKH�8UXJXD\�5RXQG�RI�0XOWLODWHUDO�7UDGH�1HJRWLDWLRQV��0DUNHW $FFHVV�IRU�*RRGV�DQG�6HUYLFHV��2YHUYLHZ�RI�WKH�5HVXOWV��*HQHYD��*HQHUDO�$JUHHPHQW�RQ�7DULII�DQG�7UDGH�6HFUHWDULDW�
+DGGDG��0RQD�DQG�+DUULVRQ��$QQ���������³$UH�7KHUH�3RVLWLYH�6SLOORYHUV�IURP�'LUHFW�)RUHLJQ�,QYHVWPHQW"�(YLGHQFH�IURP�3DQHO�'DWD�IRU�0RURFFR�´�-RXUQDO�RI�'HYHORSPHQW�(FRQRPLFV������SS��������
+RHNPDQ��%HUQDUG��'HQLVH�.RQDQ�DQG�.HLWK�0DVNXV���������³(FRQRPLF�,QFHQWLYHV�DQG�(IIHFWV�´�SUHSDUHG�IRU�7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV�%URRNLQJV�,QVWLWXWH�3URMHFW�HYDOXDWLQJ�WKH�LPSOLFDWLRQV�RI�DQ�(J\SW�86�DJUHHPHQW��GUDIW��
+RHNPDQ��%HUQDUG�DQG�6LPHRQ�'MDQNRY���������³7RZDUG�D�)UHH�7UDGH�$JUHHPHQW�ZLWK�WKH�(XURSHDQ�8QLRQ��,VVXHV�DQG�3ROLF\�2SWLRQV�IRU�(J\SW�´�LQ�*DODO�DQG�+RHNPDQ������D��
,%&$����������³6RYHUHLJQ�5HSRUW��(J\SW�´�,%&$�
,QWHU�$PHULFDQ�'HYHORSPHQW�%DQN������KWWS���LDGE������LDGE�RUJ�XUXJXD\�XU\W��KWPO�
,VUDHO�0LQLVWU\�RI�)RUHLJQ�$IIDLUV��$JUHHPHQW�RQ�WKH�(VWDEOLVKPHQW�RI�D�)UHH�7UDGH�$UHD�%HWZHHQ�WKH�*RYHUQPHQW�RI�,VUDHO�DQG�WKH�*RYHUQPHQW�RI�WKH�8QLWHG�6WDWHV�RI�$PHULFD�KWWS���ZZZ�LVUDHO�PID�JRY�LO�PID�
.HKRH��7����������³&DSLWDO�IORZV�DQG�1RUWK�$PHULFDQ�(FRQRPLF�,QWHJUDWLRQ�´�LQ�-��)UDQFRLV�DQG�5��%DOGZLQ���HGV����'\QDPLF�,VVXHV�LQ�$SSOLHG�&RPPHUFLDO�3ROLF\�$QDO\VLV��&(35�DQG�&DPEULGJH�8QLYHUVLW\�3UHVV��IRUWKFRPLQJ��
.RQDQ� 'HQLVH�DQG�.HLWK�0DVNXV���������³$�&RPSXWDEOH�*HQHUDO�(TXLOLEULXP�$QDO\VLV�RI�7UDGH�/LEHUDOL]DWLRQ�8VLQJ�WKH�(J\SW�&*(�7/�0RGHO�´�LQ�*DODO�DQG�+RHNPDQ������D��
.UHXJHU��$QQH�2����������³7UDGH�3ROLFLHV�IRU�5DSLG�'HYHORSPHQW�´�&DLUR��7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��'LVWLQJXLVKHG�/HFWXUH�6HULHV��1R����
/DZUHQFH��5REHUW�=�������D���³3UHIHUHQWLDO�7UDGLQJ�$UUDQJHPHQWV��WKH�7UDGLWLRQDO�DQG�WKH�1HZ�´�LQ�*DODO�DQG�+RHNPDQ������D��
/DZUHQFH��5REHUW�=�������E���³,V�,W�7LPH�IRU�D�86�(J\SW�)UHH�7UDGH�$JUHHPHQW"�$�86�3HUVSHFWLYH�´�SUHSDUHG�IRU�7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV�%URRNLQJV�,QVWLWXWH�3URMHFW�HYDOXDWLQJ�WKH�LPSOLFDWLRQV�RI�DQ�(J\SW�86�DJUHHPHQW��GUDIW��
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