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$�E�V�W�U�D�F�W
,Q�WKH�SHULRG�IURP���������WKHUH�ZHUH�ODUJH�YROXPHV�RI�)RUHLJQ�'LUHFW�,QYHVWPHQW��)',��GLUHFWHG�WR�YDULRXV
&]HFK�PDQXIDFWXULQJ�LQGXVWULHV�DQG�VHUYLFHV��2XU�HPSLULFDO�DQDO\VLV�KDV�VKRZQ�WKDW�WKRVH�HQWHUSULVHV�LQ�WKH
PDQXIDFWXULQJ�VHFWRU�UHFHLYLQJ�IRUHLJQ�FDSLWDO�ZHUH�JHQHUDOO\�ERWK�SK\VLFDO�FDSLWDO�LQWHQVLYH�DQG�ODERXU
VDYLQJ��$W�WKH�VDPH�WLPH��ERWK�FDSLWDO�DQG�ODERXU�HIILFLHQFLHV�LQ�ILUPV�ZLWK�)',�KDYH�EHHQ�VLJQLILFDQWO\
DERYH�WKH�GRPHVWLF�DYHUDJH��$QRWKHU�VDOLHQW�IHDWXUH�RI�WKH�)',�HQWHUSULVHV�LV�WKDW�WKH\�DUH�YHU\�H[SRUW
LQWHQVLYH�DQG��RQ�WKH�LQSXW�VLGH���KDYH�D�KLJKHU�SURSRUWLRQ�RI�PDWHULDO�LQSXWV��7KH\�WKXV�KDYH�D�UHODWLYHO\
ORZHU�SURSRUWLRQ�RI�YDOXH�DGGHG��7KH\�DOVR�VKRZ�D�YHU\�KLJK�OHYHO�RI�LQYHVWPHQW�SHU�XQLW�RI�RXWSXW��7KLV
ZRXOG�LPSO\�WKDW�WKH�HQWHUSULVHV�ZLWK�)',�ZLOO�KDYH�PXFK�EHWWHU�FDSLWDO�HQGRZPHQWV�LQ�WKH�ORQJ�UXQ�WKDQ
WKRVH�UHFHLYLQJ�QR�)',��,I�FRPELQHG�ZLWK�WKH�VLJQLILFDQWO\�KLJKHU�KXPDQ�FDSLWDO�LQ�WKHVH�ILUPV��DV�LQGLFDWHG
E\�WKHLU�H[WUHPHO\�KLJK�DYHUDJH�ZDJHV�WKH�IXWXUH�OHDGLQJ�SRVLWLRQ�RI�HQWHUSULVHV�ZLWK�)',�LQ�WKH�&]HFK
HFRQRP\�FDQQRW�EH�GRXEWHG��2QH�RI�WKH�PRVW�GLIILFXOW�REVWDFOHV�IRU�WKH�&]HFK�HFRQRP\�LQ�EHFRPLQJ�D
VWDQGDUG�LQGXVWULDOO\�GHYHORSHG�QDWLRQ�UHVWV�LQ�RYHUFRPLQJ�LWV�OHJDF\�RI�DQWL�PDUNHW�DQG�FRXQWHU�SURGXFWLYH
LQVWLWXWLRQDO�DUUDQJHPHQWV�LQKHULWHG�IURP�WKH�HFRQRPLF�HQYLURQPHQW�LQ�SODFH�IURP�����������

$�E�V�W�U�D�N�W�
9� REGREm� �������� SURXGLO\� GR� ³HVNkKR� ]SUDFRYDWHOVNkKR� SUÖP\VOX� D� VOX©HE� ]QD³Qk� REMHP\� SÎmP¬FK
]DKUDQL³QmFK� LQYHVWLF�� 1D§H� HPSLULFNg� DQDO¬]D� SRXNg]DOD� QD� WR�� ©H� SRGQLN\� VH� ]DKUDQL³Qm� r³DVWm� YH
]SUDFRYDWHOVNkP�SUÖP\VOX�E\O\�Y�VRXKUQX�QDGSUÖPÀUQÀ�QgUR³Qk�QD�I\]LFN¬�NDSLWgO�D�rVSRUQk�QD�SUDFRYQm
VmOX��6RX³DVQÀ�SODWLOR��©H�SURGXNWLYLWD�SUgFH�D�HIHNWLYQRVW�NDSLWgOX�Y�]DKUDQL³QmFK�SRGQLFmFK�E\O\�Y¬UD]QÀ
QDG�GRPgFmP�SUÖPÀUHP��-LQ¬P�GÖOH©LW¬P�U\VHP�WÀFKWR�SRGQLNÖ�E\OD�MHMLFK�Y\VRNg�DQJD©RYDQRVW�Y�H[SRUWX�
1D�VWUDQÀ�QgNODGÖ�PÀO\�W\WR�SRGQLN\�Y\§§m�SRGmO�PDWHULgORY¬FK�YVWXSÖ�D�WmP�L�QL©§m�SRGmO�SÎLGDQk�KRGQRW\
QD�FHONRYk�SURGXNFL��1HMY¬UD©QÀM§mP�UR]GmOHP�Y�FKRYgQm�]DKUDQL³QmFK�ILUHP�RSURWL�FKRYgQm� ILUHP�EH]
]DKUDQL³Qm�NDSLWgORYk�r³DVWL�MVRX�MHMLFK�Y\VRNk�LQYHVWL³Qm�Y¬GDMH�QD�MHGQRWNX�Y¬URE\��7R�]QDPHQg��©H�X©�Y
EOm]Nk�EXGRXFQRVWL�EXGRX�PmW�W\WR�ILUP\�PQRKHP�PRGHUQÀM§m�Y\EDYHQm��9�NRPELQDFL�V�MHMLFK�FmOHYÀGRP¬P
EXGRYgQmP�OLGVNkKR�NDSLWgOX��]HMPkQD�]H�VWUDQ\�QDEmGN\�Y¬UD]QÀ�OHS§mFK�P]GRY¬FK�SRGPmQHN��WmP�]mVNDMm
Y¬UD]Q¬� QgVNRN�Y� NRQNXUHQ³Qm� VFKRSQRVWL� VY¬FK� Y¬URENÖ�RSURWL� ³HVN¬P� ILUPgP�� -HGQRX� ]� QHMYÀW§mFK
SÎHNg©HN�³HVNk�HNRQRPLN\�D�]SÖVREX� MHMmKR�]DSRMHQm�GR�VWUXNWXU�HYURSVNk� LQWHJUDFH�Y§DN�]ÖVWgYg� MHMm
QHVFKRSQRVW�Y\URYQDW�VH�V�GÀGLFWYmP�LQVWLWXFm�D�QgY\NÖ�]�GRE�VRFLDOLVPX�D�H[LVWHQFH�QÀNWHU¬FK�QHHIHNWLYQÀ
IXQJXMmFmFK�WUKÖ�Y¬UREQmFK�IDNWRUÖ�



��1RW�DOO�HFRQRPLVWV�VKDUH�WKLV�SRVLWLYH�YLHZ��0DQ\�SUDFWLFDO�EXVLQHVVPHQ�SUHDFK�D�FRQWUDU\
GRFWULQH��+RZHOO��������S�������TXRWHV�WKH�IROORZLQJ�VWDWHPHQW���7KHUH�DUH�RQO\�OLPLWHG�SRVVLELOLWLHV
WR�LPSURYH�UHWXUQ�RQ�FDSLWDO�HPSOR\HG�LQ�(DVWHUQ�(XURSH��7KH�UHVWUXFWXULQJ�RI�FRPSDQLHV�WDNHV�DQ
HQRUPRXV�WLPH�DQG�SD\�EDFN�ZLOO�QHYHU�UHDFK�WKH�UDWLRV�ZH�REWDLQ�WKURXJK�8.�DQG�86�LQYHVWPHQWV��
6RPH�$PHULFDQ�LQYHVWRUV��DIWHU�KDYLQJ�HQTXLUHG�DERXW�WKH�FRQGLWLRQV�IRU�JUHHQ�ILHOG�LQYHVWPHQWV
LQ� WKH�&]HFK�5HSXEOLF� DQG� LQ�RWKHU�&((&V�� FDPH� WR� WKH� FRQFOXVLRQ� WKDW�QHZ� LQYHVWPHQWV� DUH
YLUWXDOO\�LPSRVVLEOH�LQ�WKDW�UHJLRQ�GXH�WR�HQRUPRXV�EXUHDXFUDFLHV�DQG�UHJXODWLRQ�RI�SURGXFWLRQ�
HPSOR\PHQW��WD[DWLRQ�DQG�WUDGLQJ��$OO�WKHVH�FRQVLGHUDWLRQV�KLQJH�RQ�WKH�TXHVWLRQ�RI�ZKHWKHU�WKH
&((&V�ZLOO�RU�ZLOO�QRW�EHFRPH�ILUP�SDUWV�RI�WKH�(XURSHDQ��RU�HYHQ�ZRUOG��HFRQRPLF�RUGHU�

�

����)RUHLJQ�'LUHFW�,QYHVWPHQW�LQ�&HQWUDO�DQG�(DVWHUQ�(XURSH

)RU�D�YDULHW\�RI�UHDVRQV��LQFOXGLQJ�D�SHUFHLYHG�ODFN�RI�GRPHVWLF�FDSLWDO�RI�DOO�NLQGV�DQG
LVRODWLRQ�IURP�ZRUOG�PDUNHWV�� WKH�SUHYDLOLQJ�RSLQLRQ��VHH�.HNLF� >����@�� LV� WKDW� IRUHLJQ�FDSLWDO
LQIORZV�DUH�D�QHFHVVDU\�FRQGLWLRQ�IRU�WKH�SURFHVV�RI�WUDQVIRUPDWLRQ�DQG�D�ULVH�LQ�HFRQRPLF�SURVSHULW\
IRU�&HQWUDO�DQG�(DVW�(XURSHDQ�FRXQWULHV��&((&V����)URP�WKH�LQYHVWRUV
�VWDQGSRLQW��LQYHVWPHQWV�LQ
(DVWHUQ�(XURSH�SURYLGH�WKH�RSSRUWXQLW\�WR�SDUWLFLSDWH�LQ�D�ODUJH�PDUNHW�ZLWK�����PLOOLRQ�LQKDELWDQWV
ZKRVH�HFRQRPLF�SRWHQWLDO��ERWK�LQWHUQDOO\�DQG�LQ�H[SRUWV��FDQ�H[SDQG�VLJQLILFDQWO\�LQ�WKH�QHDU�IXWXUH�
$OWKRXJK�ULVN\��PDQ\�RI�WKH�(DVW�(XURSHDQ�LQYHVWPHQW�YHQWXUHV�KDYH�SURYHQ�WR�EH�KLJKO\�SURILWDEOH
DQG�KDYH�OHDG�WR�TXLFN�FDSLWDO�JDLQV�

�7KHUH�LV�D�GHHS�QHHG�IRU�IXQGV�DLPHG�DW�WKH�UHVWUXFWXULQJ�RI�LQGXVWULHV�LQ�WKH�&]HFK�5HSXEOLF
HYHQ�WKRXJK��RU�EHFDXVH�� WKH�EXLOGXS�RI�SK\VLFDO�FDSLWDO�ZDV�HQRUPRXV�GXULQJ�WKH����\HDUV�RI
&RPPXQLVW�PLVUXOH��7KH�JDS�EHWZHHQ�GRPHVWLFDOO\�JHQHUDWHG�VDYLQJV�DQG�LQYHVWPHQW�QHHGV�EHFDPH
YHU\�ZLGH��HVSHFLDOO\�DIWHU������ZKHQ�D�PDUNHW�HFRQRP\�EHJDQ� WR� IXQFWLRQ��&DSLWDO�QHHGV�IRU
UHVWUXFWXULQJ�LQ�RUGHU�WR�UHVXVFLWDWH�FROODSVLQJ�ROG�SURGXFWLYH�FDSDFLWLHV�DQG��EXLOGLQJ�YLDEOH�QHZ
RQHV�DUH�LQGHHG�SURSRUWLRQDO�WR�H[WHQVLYH�&RPPXQLVW�LQGXVWULDO�GHYHORSPHQW��$W�WKH�VDPH�WLPH
WKHUH� LV� DQ� LQWHQVLYH� QHHG� IRU� � KXPDQ� FDSLWDO� LQIORZV� � WR� FRPSOHPHQW� WKH� LQIORZV� RI� IRUHLJQ
LQYHVWPHQW�

7KH� LQIOX[� RI� IRUHLJQ� GLUHFW� LQYHVWPHQW� FRQWULEXWHV� WR� WKH� LPSURYHG� WHFKQRORJLFDO
HQGRZPHQWV�RI�HQWHUSULVHV��,W�FDQ�WKXV�LQFUHDVH�WKH�HODVWLFLW\�RI��ERWK�WKH�DJJUHJDWH�VXSSO\�DQG�WKH
DJJUHJDWH�GHPDQG�DV�H[SHFWHG�LQ�WKH�JLYHQ�WKHRUHWLFDO�IUDPHZRUN��,W�DOVR�LQWHJUDWHV�WKH�GRPHVWLF
HFRQRP\�ZLWK�ZRUOG�PDUNHWV��SURYLGHV�QHFHVVDU\�5	'��DQG�KHOSV�HVWDEOLVK�ZRUOG�TXDOLW\�VWDQGDUGV�
7KRXJK�QRW�YHU\�KLJK��LI�FRPSDUHG�ZLWK�)',�IORZV�WR�WKH�GHYHORSHG�PDUNHW�HFRQRPLHV�RU�WR�VHOHFWHG
QHZO\� LQGXVWULDOL]HG�FRXQWULHV� LQ�$VLD�� WKH�DPRXQW�RI�)',� WR�&HQWUDO�DQG�(DVWHUQ�(XURSH�ZDV
VLJQLILFDQW��,W�ZDV�DSSUR[LPDWHO\�]HUR�LQ�������EXW����ELO��LQ������������ELO��LQ������DQG�������ELO�
LQ������

81&7$'��������HVWLPDWHV�WKDW�WRWDO�)',�LQ�WKH�ZRUOG�LQFUHDVHG�IURP������ELO��LQ������WR
�����ELO��LQ�������7KH�&((&V
�VKDUH��WKRXJK�VKDUSO\�LQFUHDVLQJ��VWLOO�UHSUHVHQWHG�RQO\������RI�WKDW
DPRXQW��7KHLU�VWDQGLQJ�ZRXOG�KDYH�EHHQ�HYHQ�ZHDNHU�LI�ZH�KDG�FRQVLGHUHG�WKHLU�VKDUH�RI�WRWDO
DFFXPXODWHG�)',�ZKLFK�ZDV�HVWLPDWHG�DW�������ELO��LQ�������:,)2�LQ�9LHQQD�HVWLPDWHV�WKDW�WRWDO
)',�WR�SRVW�&20(&21�FRXQWULHV�UHDFKHG�DSSUR[LPDWHO\�����ELO��DW�WKH�HQG�RI�������7KDW�ZRXOG
PDNH������RI�WKH�JOREDO�WRWDO��7KHUH�LV�DOVR�D�ZLGH�YDULDWLRQ�LQ�)',�DEVRUSWLRQ�DPRQJ�&((&V��7KH
PDLQ�UHFLSLHQWV�EHORQJ�WR�WKH�&()7$�FRXQWULHV�RI��&HQWUDO�(XURSH�ZKLFK�UHFHLYHG�������ELO��LQ�����
DQG������ELO��LQ�������7KH�KLJKHVW�WRWDO�DEVRUSWLRQ�RI�)',�E\�WKH�HQG�RI������ZDV�LQ�+XQJDU\�������
ELO����3RODQG�������ELO���DQG�WKH�&]HFK�5HSXEOLF�������ELO����7KH�RWKHU�LPSRUWDQW�UHFLSLHQWV�SHU�FDSLWD



�������7KH�RQO\�SULFHV�ZKLFK�UHPDLQHG�XQGHU�IXOO�RU�SDUWLDO�VWDWH�FRQWURO�DQG�VXEMHFW�WR�VXEVLGL]DWLRQ
ZHUH� WKRVH� FRQFHUQLQJ� VWDWH� KRXVLQJ�� KHDWLQJ�� ODQG�� HOHFWULFDO� SRZHU�� FRDO�� UDLOZD\V� DQG� VRPH
DJULFXOWXUDO�SURGXFWV�

�

ZHUH� 6ORYHQLD� DQG� (VWRQLD�� 7KHVH� FRXQWULHV� UHSUHVHQW� D� SRSXODWLRQ� RI� ���PLO�� 7KH� UHPDLQLQJ
FRXQWULHV�ZLWK�D�SRSXODWLRQ�RI�����PLO���5XVVLD��8NUDLQH��5RPDQLD��HWF���KDYH�DWWUDFWHG�VLJQLILFDQWO\
OHVV�)',�

,QYHVWRUV
�GHFLVLRQV�DQG�HIILFLHQF\�RI�)',�DOORFDWLRQ�DUH�LQIOXHQFHG�E\�WKH�SROLWLFDO�SROLFLHV
DQG� WKH� PDFURHFRQRPLF� DQG� PLFURHFRQRPLF� VLWXDWLRQ� RI� WKH� UHFLSLHQW� FRXQWULHV�� � 7KH� NH\
PDFURHFRQRPLF�SROLFLHV�RI�HFRQRPLF�UHIRUP�LQ�WKH�&]HFK�5HSXEOLF�ZHUH�DOUHDG\�XQGHUZD\��E\
-DQXDU\������ZKHQ�QHDUO\�DOO�SULFH�FRQWUROV�ZHUH�OLIWHG����WKH�FXUUHQF\�ZDV�GHFODUHG�WR�EH��LQWHUQDOO\
FRQYHUWLEOH��DQG� IRUHLJQ� WUDGH�ZDV� OLEHUDOL]HG��&RQVHUYDWLYH�ILVFDO�DQG�PRQHWDU\�SROLFLHV�KDYH
SURGXFHG�D�VWDEOH�DQG�UHOLDEOH�LQYHVWPHQW�HQYLURQPHQW��

3ULYDWL]DWLRQ�FUHDWHG�QXPHURXV�RSSRUWXQLWLHV�IRU�IRUHLJQ�LQYHVWRUV��ERWK�DIWHU��VPDOO�VFDOH
SULYDWL]DWLRQ�DQG�E\�WKH�VWDQGDUG�PHWKRGV�RI��ODUJH�VFDOH�SULYDWLVDWLRQ��0HMVWÎmN�>����@���+RZHYHU�
LQ�VRPH�FDVHV�LW�DOVR�FUHDWHG�XQFOHDU�UHVWLWXWLRQ�DQG�EXUHDXFUDF\�LQ�WKH�DSSURYDO�SURFHVV�ZKLFK
VORZHG�RU�RWKHUZLVH�GHWHUUHG�SRWHQWLDO�IRUHLJQ�EX\HUV��7KH�WHUPLQDWLRQ�RI�YRXFKHU�SULYDWLVDWLRQ�LQ
�����ZDV�H[SHFWHG�WR�VLPSOLI\�DQG�VSHHG�XS�ODUJHU�IRUHLJQ�FDSLWDO�LQIOX[HV��HVSHFLDOO\�WKRVH�LQ�WKH
IRUP�RI�SRUWIROLR�LQYHVWPHQWV��8QIRUWXQDWHO\��ORRSKROHV�LQ�OHJLVODWLRQ�DQG�IDLOXUH�LQ�UHJXODWLQJ�WKH
LQIDQW� FDSLWDO� PDUNHW� GLG� QRW� FUHDWH� KLJKHU� HIILFLHQF\� DQG� WKH� SRVLWLYH� LPSDFWV� RI� YRXFKHU
SULYDWL]DWLRQ�KDYH�WKHUHIRUH�ODJJHG�EHKLQG�H[SHFWDWLRQV�

7KH�DFFXPXODWHG�DPRXQW�RI�IRUHLJQ�GLUHFW�LQYHVWPHQW�LQ�WKH�&]HFK�5HSXEOLF�UHDFKHG�����
ELO�� E\� WKH� HQG� RI� ����� DQG� ����� ELO�� WZR� \HDUV� ODWHU�� 7KH� VKDUH� RI� IXQGV� XVHG� IRU� WKH� GLUHFW
SULYDWLVDWLRQ�RI�VWDWH�RZQHG�HQWHUSULVHV��EDVHG�RQ�FRQWUDFWV�ZLWK�WKH�JRYHUQPHQW��LV�HVWLPDWHG�WR�EH
DSSUR[LPDWHO\�������7KLV�LV�PDLQO\�GXH�WR�IRXU�PDMRU�SULYDWL]DWLRQ�GHDOV�ZLWK�WKH�1DWLRQDO�3URSHUW\
)XQG��7HOHFRP��6NRGD�DXWRPRELOHV��&]HFK�RLO�UHILQHULHV�DQG�7DEDN�WREDFFR�FRUSRUDWLRQV��7KH�PRVW
FRPPRQ�IRUPV�RI�)',�DUH�MRLQW�YHQWXUHV�ZLWK�SUHYLRXVO\�SULYDWL]HG�HQWHUSULVHV�DQG�SDUWLFLSDWLRQ�LQ
WKH�SULYDWL]DWLRQ�SURFHVV��7KUHH�TXDUWHUV�RI�MRLQW�YHQWXUHV�KDYH�RFFXUUHG�LQ�WKH�PDQXIDFWXULQJ�VHFWRU�
)LQDQFLDO�VHUYLFHV��KRWHOV��WHOHFRPPXQLFDWLRQV�DQG�EXVLQHVV�VHUYLFHV��KRZHYHU��KDYH�DOVR�UDLVHG�D
VXEVWDQWLDO�VKDUH��7R�D�OHVVHU�H[WHQW��)',�KDV�EHHQ�GLUHFWHG�WRZDUGV�JUHHQ�ILHOG�LQYHVWPHQWV��$�URXJK
HVWLPDWH�LV�DURXQG������8QWLO� WKH�HQG�RI������� MRLQW�YHQWXUHV�KDG��EHHQ� WKH�GRPLQDQW�IRUP�RI
IRUHLJQ�LQYHVWPHQW��6XEVHTXHQWO\��SRUWIROLR�LQYHVWPHQW�DQG�ILQDQFLDO�ORDQV�KDYH�LQFUHDVHG�WKHLU
VKDUH�LQ��&]HFK�FDSLWDO�DFFRXQW�UHFHLSWV�DQG�KDYH�EHFRPH��DIWHU�)',��WKH�PRVW�VXEVWDQWLDO�IRUHLJQ
SUHVHQFH�LQ�WKH�&]HFK�HFRQRP\��'XH�WR�WKHLU�LQFRQVSLFXRXVQHVV��LW�LV�GLIILFXOW�WR�DVVHVV�WKHLU�WUXH
UROH�LQ��RZQHUVKLS�VWUXFWXUH�DQG�ORFDO�GHFLVLRQ�PDNLQJ��,W�FDQ�EH�MXGJHG�WKDW�D�SDUW�RI�WKHLU�SUHVHQFH
LV�KLGGHQ��ZKLFK�FDXVHV�XQGHUHVWLPDWLRQ�RI�WKH�UHDO�YROXPH�RI�)',�

$W�WKH�HQG�RI�������WKH�DJJUHJDWHG�YDOXH�RI�ORQJ�WHUP�IRUHLJQ�FUHGLWV�ZDV�QHDUO\����ELO�
6XUSULVLQJO\��FUHGLW�OLQHV�WR�ODUJH�FRUSRUDWLRQV�UHSUHVHQWHG�D�PLQRULW\�VKDUH��7KH�PDMRULW\�RI�ORDQV
ZHUH�WR�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV��6XFK�ORDQV�ZHUH�RIWHQ�UHODWHG�WR�WKH�HVWDEOLVKPHQW�RI
QHZ� MRLQW�YHQWXUHV�DQG�UHSUHVHQWHG�VRPH�GHJUHH�RI� IRUHLJQ�FRQWURO�RYHU�PDQDJHPHQW�� ,Q�����
FUHGLWV�ZHUH�XVHG�IRU�LQYHVWPHQW�LQ�WHFKQRORJ\��������SXUFKDVHV�RI�UHDO�HVWDWH��DERXW�������WUDGH
DFWLYLWLHV�������DQG�RWKHU�LQYHVWPHQWV��0RVW�RI�WKH�FUHGLWV�ZHUH�SURYLGHG�E\�*HUPDQ\�

7KH�SKLORVRSK\�DQG�UKHWRULF�RI�WKH�WUDQVIRUPDWLRQ�SURFHVV��DV�RXWOLQHG�GXULQJ�WKH�H[LVWHQFH
RI�)HGHUDO�&]HFKRVORYDNLD��KDYH�EHHQ�VXVWDLQHG�LQ�WKH�&]HFK�5HSXEOLF�HYHQ�WKRXJK�WKH�VSHHG�RI
LPSOHPHQWDWLRQ�KDV�JUDGXDOO\� VORZHG��$�YDOXH�DGGHG� WD[�ZDV� LQWURGXFHG� LQ� -DQXDU\������� WKH



�

FXUUHQF\�ZDV�GLYLGHG�VPRRWKO\�LQ�)HEUXDU\�������D�FXVWRPV�XQLRQ�ZLWK�6ORYDNLD�ZDV�HVWDEOLVKHG�
DQG�WKH�&HQWUDO�(XURSHDQ�)UHH�7UDGH�$VVRFLDWLRQ�ZLWK�3RODQG��+XQJDU\��6ORYDNLD�DQG�6ORYHQLD�KDV
SURYHQ�WR�EH�YLDEOH��$W�WKH�VDPH�WLPH��WKH�&]HFK�3DUOLDPHQW�KDV�SDVVHG�PDQ\�ODZV�WR�UHJXODWH
EXVLQHVVHV�DQG�WKUHH�PDMRU�JRYHUQPHQW�SULYDWLVDWLRQ�VFKHPHV�KDYH�EHHQ�FRPSOHWHG��

�8QWLO�������WKH�&]HFK�5HSXEOLF�KDG��RQH�RI�WKH�ORZHVW�LQIODWLRQ�UDWHV�DPRQJ�FRXQWULHV
XQGHUJRLQJ�WUDQVIRUPDWLRQ�DQG�RQH�RI�WKH�ORZHVW�XQHPSOR\PHQW�UDWHV�LQ�WKH�ZRUOG��DURXQG����LQ
����������7KH�LQWHUQDO�SXEOLF�GHEW�SHU�FDSLWD�RI�������LQ������LV�DOVR�RQH�RI�WKH�ORZHVW�LQ�WKH�ZRUOG�
)RUHLJQ�H[FKDQJH�UHVHUYHV�FRXOG�FRYHU�PRUH�WKDQ�KDOI�RI�WRWDO�LPSRUWV�LQ�������5HDO�JURZWK�RI�*'3
FRPPHQFHG�LQ�������UHDFKHG�QHDUO\�����DQQXDOO\�LQ�WKH�LQGXVWULDO�VHFWRU�IRU�����������

7KH�FUHGLELOLW\�RI�WKH�&]HFK�5HSXEOLF�DV�D�VWDEOH�HFRQRP\�WKXV�FRQWLQXHG�WR�EH�KLJK�XQWLO
�����ZKHQ�D�VHULHV�RI�VPDOO�SULYDWH�EDQNV��LQYHVWPHQW�IXQGV�DQG�KHDOWK��LQVXUDQFH�FRPSDQLHV�ZHQW
EDQNUXSW��,W�EHJDQ�WR�EH�DSSDUHQW�WKDW�WKH�HQWLUH�&]HFK�EDQNLQJ�DQG�FDSLWDO�VHFWRUV�ZHUH�IDU�IURP
EHLQJ�DQFKRUV�RI�VWDELOLW\��7KHLU�LQHIILFLHQF\�DQG�SURSHQVLW\�IRU�UHQW�VHHNLQJ�DQG�LQVLGHU�WUDGLQJ
EHFDPH�D�WKUHDW�WR�WUDQVIRUPDWLRQ��7KH�OHJDO�DQG�MXGLFLDO�V\VWHPV�SURYHG�WR�EH�ODUJHO\�LQDGHTXDWH
LQ�FRQWUROOLQJ�VXFK�SKHQRPHQD��7KLV�QHJDWLYHO\�LQIOXHQFHG�WKH�EHKDYLRXU�RI�PDQ\�HFRQRPLF�DJHQWV
DQG�GLUHFWHG�WKHP�DZD\�IURP�SURGXFWLYH�DLPV��)RUHLJQ�LQYHVWRUV�UHDFWHG�E\�FXUWDLOLQJ�ERWK�SRUWIROLR
DQG�VKRUW�WHUP�LQYHVWPHQWV��:KHWKHU�WKH�IORZV�RI�)',�VKDOO�UHPDLQ�XQDEDWHG�FDQ�EH�TXHVWLRQHG��2XU
HVWLPDWHV�LQ�2FWREHU������LQGLFDWH�WKDW�)',�IRU������ZLOO�UHWXUQ�WR�LWV�ULVLQJ�SUH������SDWWHUQ���L�H�
KDOI�RI�WKH�H[FHSWLRQDO������ILJXUH���LI�WKH�H[FHSWLRQDO�7HOHFRP�DFTXLVLWLRQ�LV�RPLWWHG�IURP�WKH
HTXDWLRQ�

7KH�DLP�RI�WKLV�VWXG\�LV�WR�HYDOXDWH�WKH�UROH�RI�)',�LQ�WKH�&]HFK�HFRQRP\�DQG�DVVHVV�WKH
HQYLURQPHQW�IRU�LWV�IXUWKHU�GHYHORSPHQW��7KH�FRUH�RI�RXU�DQDO\VLV�ZLOO�EH�SUHVHQWHG�LQ�FKDSWHU��
ZKHUH�ZH�FRPSDUH�WKH�SHUIRUPDQFH�RI�ILUPV�ERWK�ZLWK�DQG�ZLWKRXW�)',��7KH�DQDO\VLV�LV�EDVHG�RQ
D�GDWD�VHW�RI������HQWHUSULVHV�ZLWK�PRUH�WKDQ����HPSOR\HHV��7KH�VL]H�RI�ILUPV��IDFWRU�HQGRZPHQWV�
IDFWRU�HIILFLHQF\��H[SRUW�SHQHWUDWLRQ��LQYHVWPHQW�DFWLYLWLHV�DQG�OHYHO�RI�GHEW�ZHUH�XVHG�DV�FULWHULD�IRU
FRPSDULVRQ�

���(FRQRPLF�3ROLF\�)UDPHZRUN�IRU�)',�DQG�,QVWLWXWLRQDO�(QYLURQPHQW

,Q�FKRRVLQJ�EHWZHHQ�D�GLVFUHWLRQDU\�LQGXVWULDO�SROLF\�WR�SURPRWH�)',�RU�WKH�HVWDEOLVKPHQW
RI�D�VWDEOH�HFRQRPLF�DQG�SROLWLFDO�HQYLURQPHQW�ZLWK�HTXDO�IRRWLQJ�IRU�DOO�IRUHLJQ�DQG�GRPHVWLF
LQYHVWRUV��WKH�&]HFK�JRYHUQPHQW�SLFNHG�WKH�ODWWHU�DSSURDFK��5HIUDLQLQJ�IURP�XVLQJ�LQGXVWULDO�SROLF\
�VXFK�DV�)',�LQFHQWLYH�VFKHPHV��KDG�DOVR�DQRWKHU�DVSHFW��7KH�SURSHQVLW\�WR�VDYH�LV�UHODWLYHO\�KLJK
LQ� WKH� &]HFK� 5HSXEOLF� �DSSUR[LPDWHO\� ������ WKRXJK� VWLOO� QRW� KLJK� HQRXJK� WR� IXOO\� ILQDQFH
LQYHVWPHQWV�ZKLFK�FRYHU�DSSUR[LPDWHO\�RQH�WKLUG�RI�*'3��%\�RIIHULQJ�HTXDO�FRQGLWLRQV�WR�GRPHVWLF
DQG�IRUHLJQ�LQYHVWPHQWV��WKH�GHPDQG�IRU�GRPHVWLF�VDYLQJV�LV�QRW�FURZGHG�RXW�E\�H[FHVVLYH�LQFRPLQJ
IORZV� RI� IRUHLJQ� FDSLWDO�� 7KH�0H[LFDQ� ILQDQFLDO� FULVLV� RI� �����ZDV� WKH� ILQDO� UHPLQGHU� RI� WKH
LPSRUWDQFH�RI�UHO\LQJ�RQ�ORFDO�FDSLWDO�DERYH�DOO�HOVH�

$SSURYDO�E\�WKH�VWDWH��JUDQWHG��E\�D�JLYHQ�LQGXVWULDO�PLQLVWU\��WKH�1DWLRQDO�3URSHUW\�)XQG
DQG�WKH�*RYHUQPHQW��LV�QRW�UHTXLUHG�IRU�WKH�HVWDEOLVKPHQW�RI�D�FRUSRUDWH�ERG\�LQ�ZKLFK�IRUHLJQ
LQYHVWRUV�FDQ�SDUWLFLSDWH��7KH�RQO\�H[FHSWLRQV�DUH�EDQNV�DQG�LQVXUDQFH�FRPSDQLHV��7KH�UHSDWULDWLRQ
RI�SURILWV�DQG�FDSLWDO�DEURDG�KDV�EHHQ�JXDUDQWHHG�WKURXJK�YDULRXV�IRUHLJQ�FXUUHQF\�DQG�LQYHVWPHQW
SURWHFWLRQ�DJUHHPHQWV��)RUHLJQHUV�PD\�DOVR�IUHHO\��UHSDWULDWH�DQ\�IRUHLJQ�DVVHWV�LQ�FRPPHUFLDO�SDSHU
DQG�VDYLQJV�RU�\LHOGV�LQ�IRUHLJQ�FXUUHQF\�UHODWHG�WR�WKHLU�EXVLQHVV�DFWLYLWLHV�LQ�WKH�&]HFK�5HSXEOLF�

:KLOH�WKH�NH\�PDFURHFRQRPLF�SROLF\�HOHPHQWV�RI�WKH�HFRQRPLF�UHIRUP�ZHUH�LQVWDOOHG�YHU\



����������$�QHZ�UHJXODWLRQ�ZDV�HVWDEOLVKHG�LQ������IRU�WKH�SURFXUHPHQW�RI�SXEOLF�FRQWUDFWV�ZKHUH
IRUHLJQ�ILUPV�FDQ�JDLQ�VXFK�FRQWUDFWV�RQO\�LI�WKH\�RIIHU�D�����ORZHU�SULFH��$Q�DPHQGPHQW�WR�WKH
7UDGH�/LFHQVLQJ�$FW�ZDV�SDVVHG�LQ�1RYHPEHU�������ZKHUH�D�UHSUHVHQWDWLYH�RI�D�IRUHLJQ�FRPSDQ\
�MRLQW�VWRFN��OLPLWHG�OLDELOLW\�RU�VXEVLGLDU\�RIILFH��PXVW�SURYH�IOXHQF\�LQ�WKH�&]HFK�ODQJXDJH�E\
WKH�HQG�RI�������SURGXFH�SURRI�RI�KLV�KHU�XQLPSHDFKDEOH�FKDUDFWHU��DQG�REWDLQ�&]HFK�UHVLGHQFH
DQG�ZRUN�SHUPLWV�
������������)LVFDO�UHYHQXHV�UHSUHVHQWHG�������RI�*'3�LQ�������7KRXJK�PXFK�OHVV�WKDQ�������LQ
������LW�LV�PXFK�PRUH�WKDQ�ZKDW�LV�VWDQGDUG�LQ�WKH�(8�FRXQWULHV�ZLWK�ORZHU�LQFRPH�SHU�FDSLWD��
3RUWXJDO�ZLWK�����RI�*'3��6SDLQ�ZLWK�����RU�%ULWDLQ�ZLWK������7KH�WD[�EXUGHQ�LQ�WKH�&]HFK
5HSXEOLF�WKXV�UHPDLQV�DPRQJ�WKH�KLJKHVW�LQ�WKH�ZRUOG�

�

TXLFNO\�� WKH� UHIRUP� RI� WKH� OHJDO� DQG� LQVWLWXWLRQDO� IUDPHZRUN� SURFHHGHG� VWHS� E\� VWHS� DQG� KDV
GHYHORSHG�LQ�ILWV�DQG�VWDUWV��&]HFK�ODZ�LV�UDWKHU�XQVWDEOH��DV��RQFH�DSSURYHG�ODZV�DUH�RIWHQ�DPHQGHG
DQG�DGMXVWHG�DFFRUGLQJ�WR�HLWKHU�WKH�GRPHVWLF�HFRQRPLF�VLWXDWLRQ��WKH�QRUPV�RI�WKH�(XURSHDQ�8QLRQ
RU��SUHVVXUH�IURP�SDUWLFXODU�OREELHV��8QIRUWXQDWHO\��WKRXJK�SDVVLQJ�ODZV�LV�GLIILFXOW��HQIRUFHPHQW
RI�VXFK�ODZV�KDV�SURYHQ�WR�EH�HYHQ�PRUH�GLIILFXOW��(QIRUFHPHQW��UHTXLULQJ�PXFK�PRUH�KXPDQ�FDSLWDO
DQG�GHPDQGLQJ�PRUH�UHVRXUFHV��LV�FOHDUO\�ODJJLQJ�EHKLQG�WKH�SDVVDJH�RI�QHZ�ODZV�

$FFRUGLQJ�WR�WKH�SUHVHQW�OHJLVODWLYH�V\VWHP��IRUHLJQ�SHUVRQV�DQG�IRUHLJQ�OHJDO�HQWLWLHV�FDQ�
LQ�SULQFLSOH��FRQGXFW�EXVLQHVV�RQ�WKH�WHUULWRU\�RI�WKH�&]HFK�5HSXEOLF�RQ�HTXDO�IRRWLQJ�ZLWK�&]HFK
LQYHVWRUV�� +RZHYHU�� WKHUH� DUH� VRPH� H[FHSWLRQV� WR� WKLV� UXOH�� 7KH� VFRSH� RI� WKHVH� VSHFLDO� OHJDO
UHJXODWLRQV�LV�QRW�ODUJH�DQG�WKHLU�IXWXUH�SUROLIHUDWLRQ�LV�QRW�SUREDEOH����7KH�SUREOHP�OLHV�LQ�WKH�ORFDO
FDSLWDO�PDUNHW�HQYLURQPHQW��2QO\�DSSUR[LPDWHO\�����RI� WUDGH� LQ�VKDUHV� LV� WKURXJK� ORFDO�VWRFN
H[FKDQJHV��$SSUR[LPDWHO\�����RI�VKDUHV�DUH�LQ�KDQGV�RI�LQYHVWPHQW�IXQGV��EDQNV�DQG�HQWHUSULVH
PDQDJHUV�ZKR�DUH�QRW�NHHQ�WR�DOORZ�IRUHLJQ�RZQHUV�WR�LQWHUIHUH�ZLWK�WKHLU�EXVLQHVV�

7KH�&]HFK�OHJDO�V\VWHP�LV�JHQHUDOO\�DVVLPLODWLQJ�(8�SDWWHUQV��,W�LV�EDVHG�RQ�DQ�H[WHQVLYH
IRUPDO�FRGH�ZKLFK��GXH�WR�LWV�DOO�HPEUDFLQJ�QDWXUH��VXIIHUV�IURP��H[WHQVLYH�RYHU�UHJXODWLRQ��7KH
ODZV�DUH�RIWHQ�GLIILFXOW�WR�LQWHUSUHW�DQG�DUH�ULIH�ZLWK�LQFRQVLVWHQFLHV�DQG�ORRSKROHV��(QIRUFHPHQW�LV
VWLOO� LQ� LWV� LQIDQF\�� DQG� VXIIHUV� IURP� UHQW�VHHNLQJ�� SURFUDVWLQDWLRQ� DQG� WKH� EXUHDXFUDF\� RI� DQ
RYHUEXUGHQHG�VWDWH�MXGLFLDU\�LQIUDVWUXFWXUH��ODFNLQJ�ERWK�KXPDQ�DQG�ILQDQFLDO�FDSLWDO�IRU�DGHTXDWH
GHSOR\PHQW��0DQ\�LQIRUPDO�FRGHV�RI�HWKLFDO�RU�FRRSHUDWLYH�EHKDYLRXU��ZKLFK�FRPSOHPHQW�D�ZULWWHQ
FRGH�DQG�PDNH�LW�HIILFLHQW��DUH�PLVVLQJ�RU�DUH�RQO\�VORZO\�HPHUJLQJ�

$� FRPSUHKHQVLYH� WD[� UHIRUP� ZDV� LPSOHPHQWHG� LQ� ��������� 0HDVXUHV� LQFOXGH
LPSOHPHQWDWLRQ�RI�D�YDOXH�DGGHG�WD[�DV�RI��-DQXDU\���������DQG�WKH�LQWURGXFWLRQ�RI�D�SHUVRQDO�DQG
HQWHUSULVH�LQFRPH�WD[��7KH�JRDO�RI�WD[DWLRQ�DQG�EXGJHWDU\�SROLF\�LQ�WKH�WUDQVIRUPDWLRQ�SURFHVV�LV
WR�UHDFK�VWDQGDUGV�FRPSDWLEOH�ZLWK�WKRVH�RI�WKH�(XURSHDQ�8QLRQ��7KLV�VKRXOG�OHDG�WR�D�GHFOLQH�LQ
WKH� UDWLR� RI� WD[� UHYHQXHV� WR� *'3��� ,Q� WKH� PHDQWLPH�� ORZHU� UDWHV� RI� FRUSRUDWH� WD[� KDYH� EHHQ
LQWURGXFHG�VWHS�E\�VWHS�DORQJ�ZLWK�WD[�DOORZDQFHV�VXFK�DV��YHU\�PLOG��DFFHOHUDWHG�GHSUHFLDWLRQ�IRU
WKH�HPHUJLQJ�SULYDWH�VHFWRU��7KH�WD[�UDWH�RQ�HQWHUSULVH�LQFRPH�KDV�EHHQ�JUDGXDOO\�ORZHUHG�IURP���
��LQ������WR�����LQ�������7KRXJK�WKLV�WUHQG�LV�VORZLQJ�GRZQ��LW�PD\�ILQDOO\�HQG�XS�ORZHU�WKDQ
WKH�����2(&'�DYHUDJH�RI�������

7KH�QHZ�WD[DWLRQ�V\VWHP�LQWURGXFHG�LQ�-DQXDU\������DOVR�LQFOXGHV�WKH�LQWURGXFWLRQ�RI�D���
YDOXH�DGGHG�WD[��9$7��RQ�VHUYLFHV�DQG�EDVLF�IRRGVWXIIV�DQG�����RQ�RWKHU�JRRGV��7KHUH�LV�DOVR�D
VSHFLDO�FRQVXPHU�H[FLVH�WD[�RQ�VXFK�FRPPRGLWLHV�DV�OLTXRU��WREDFFR��SHWURO��HWF��7KH�WD[�RQ�ILQDQFLDO
FDSLWDO�\LHOGV�LQFOXGHV�D�����WD[�RQ�LQWHUHVW�HDUQLQJV�DQG�D�����WD[�RQ�VHFXULW\�HDUQLQJV��LQFOXGLQJ
GLYLGHQGV���:DJH�SD\UROOV�DUH�WD[HG�D�FRPSXOVRU\�������IRU�VRFLDO�VHFXULW\�DQG�KHDOWK�LQVXUDQFH�



��,Q�RWKHU�ZRUGV��HDFK�PDUJLQDO�JURVV�HDUQLQJ�RI�����&=.�LQ�WKH�WRS�LQFRPH�EUDFNHW
UHVXOWV�LQ�D�QHW�HDUQLQJ�RI�����&=.�DQG�D�ILVFDO�ZLWKGUDZDO�RI�����&=.��7KLV�LV�HTXDO�WR�D
FRPELQHG�PDUJLQDO�WD[�UDWH�RI�����

��7KH�VKDUH�RI�ZDJHV�WR�*'3�ZDV�QRWRULRXVO\�ORZ�LQ�DOO�FHQWUDOO\�SODQQHG�HFRQRPLHV�VLQFH
SULYDWH�FRQVXPSWLRQ�ZDV�QRW�DPRQJ�WKH�HFRQRPLF�SULRULWLHV��7KH�QDWXUDO�GHFUHDVH�LQ�LQYHVWPHQW
DQG�JRYHUQPHQW�H[SHQGLWXUH�RQ�WKH�*'3�VKRXOG�WKHUHIRUH�EH�YLVLEOH�LQ�WKH�ULVLQJ�VKDUH�RI�ZDJHV
WR�*'3��7KLV�WUHQG�KDV�EHHQ�DSSDUHQW�VLQFH������ZKHQ�UHDO�ZDJHV�ZHUH�HLWKHU�IDOOLQJ�VORZHU�WKDQ
UHDO�*'3�RU�QRPLQDO�ZDJHV�ZHUH�JURZLQJ�IDVWHU�WKDQ�WKH�FXPXODWLYH�UDWH�RI�LQIODWLRQ�DQG�UHDO
JURZWK��)RU�H[DPSOH��LQ������QRPLQDO�ZDJHV�URVH�E\�������ZKLOH�LQIODWLRQ��33,��ZDV����DQG
UHDO�JURZWK�ZDV������

�

������LV�SDLG�E\�WKH�HPSOR\HU�DQG�����E\�WKH�HPSOR\HH�
7KH�LQVWLWXWLRQ�RI�WD[�KROLGD\V�LV�QRW�UHFRJQL]HG�E\�WKH�SUHVHQW�FRQVHUYDWLYH�JRYHUQPHQW�

7KH�PDMRULW\�RI�HDUQLQJV�RI�IRUHLJQ�FLWL]HQV�LQ�WKH�&]HFK�5HSXEOLF�LV�VXEMHFW�WR�WKH�VWDQGDUG�SHUVRQDO
LQFRPH�WD[��,WV�UDWHV�YDU\�DFFRUGLQJ�WR�DQQXDO�LQFRPH��LQFUHDVLQJ�SURJUHVVLYHO\�IURP�����WR�WKH
KLJKHVW������PDUJLQDO�UDWH�RI������7KLV�WD[�LV�OHYLHG�RQ�DOO�DQQXDO�LQFRPH�RI�ZDJH�HDUQHUV�DQG�VROH
SURSULHWRUVKLSV�RYHU�DSSUR[LPDWHO\����������7KH�FRPELQHG�LPSDFW�RI�WKH�SHUVRQDO�LQFRPH�WD[�
VRFLDO�VHFXULW\�SD\PHQW��FRPSXOVRU\�KHDOWK�LQVXUDQFH�DQG�WKH�9$7�LV�VXFK�WKDW�HDFK�PDUJLQDO�QHW
HDUQLQJ�LQ�WKH�WRS�LQFRPH�EUDFNHW�LV�VXEMHFW�WR�D�SUHYLRXV�ILVFDO�ZLWKGUDZDO�RI��������

$V�D�IRXQGLQJ�PHPEHU�RI�*$77��WKH�&]HFK�5HSXEOLF�DSSOLHV�LPSRUW�GXWLHV�DFFRUGLQJ�WR
LQWHUQDWLRQDOO\�UHFRJQL]HG�FXVWRPV�SUDFWLFHV��7KH�DYHUDJH�OHYHO�RI�WDULIIV�������LQ�������LV�RQO\
PDUJLQDOO\�KLJKHU�WKDQ�WKDW�RI�WKH�(8��7KHUH�DUH�VLJQLILFDQWO\�IHZHU�TXRWDV�LQ�WKH�&]HFK�5HSXEOLF
WKDQ�LQ�WKH�(8���6LQFH�-XO\�������MRLQW�YHQWXUH�FRPSDQLHV�LQ�WKH�&]HFK�5HSXEOLF�ZLWK�DW�OHDVW����
IRUHLJQ�RZQHUVKLS��EXW�QR�OHVV�WKDQ������PLOOLRQ�86'��KDYH�EHHQ�DOORZHG�RQH�\HDU�RI�H[HPSWLRQ
IURP�FXVWRPV�GXWLHV�RQ�UDZ�PDWHULDOV�RU�VHPL�SURFHVVHG�JRRGV�LPSRUWHG�WKURXJK�D�IRUHLJQ�SDUWQHU
IRU�IXUWKHU�PDQXIDFWXULQJ�LQ�WKH�&]HFK�5HSXEOLF��$V�DQ�H[SRUW�SURPRWLRQ��WKH�ODZ�DOVR�UHTXLUHV
FRPSDQLHV�WR�H[SRUW�DQ�DPRXQW�RI�WKH�UHVXOWLQJ�PDQXIDFWXUHG�JRRGV�DW�D�YDOXH�DW�OHDVW�WKDW�RI�WKH
LPSRUWHG�PDWHULDOV�� 7KLV�ZDV� SUDFWLFDOO\� WKH� RQO\� VLJQLILFDQW� )',� SURPRWLRQ� VFKHPH� DQG�ZDV
DEROLVKHG�DW�WKH�HQG�RI�������

7KH�&]HFK�V\VWHP�RI�FXVWRPV�FOHDUDQFH��ZKLFK�LV�YHU\�EXUHDXFUDWLF�DQG�ODFNV�WUDQVSDUHQF\
LV�RQH�RI�WKH�GHWHUUHQWV�WR�IRUHLJQ�LQYHVWPHQW��3URGXFWLRQ�LQ�ILUPV�ZLWK�)',�LV�W\SLFDOO\�ERWK�H[SRUW
DQG�LPSRUW�LQWHQVLYH��$V�WKH�LPSRUW�RI�VHPL�ILQLVKHG�PDWHULDO�LV�D�VLJQLILFDQW�SDUW�RI�WKH�WRWDO�FRVWV�
LPSRVLQJ�D�WDULII�WZLFH�RQ�WKHLU�YDOXH��RQ�LPSRUWV�WR�WKH�&]HFK�5HSXEOLF�DQG�RQ�H[SRUWV�RI�WKH
ILQLVKHG�SURGXFW�E\�WKH�LPSRUWLQJ�FRXQWU\��FDQ�JURVVO\�HQGDQJHU�WKH�SURILWDELOLW\�RI�)',�FRPLQJ
RXWVLGH�RI�(8��8QWLO������WKH�&]HFK�JRYHUQPHQW�KDG�EHHQ�UDWKHU�UHOXFWDQW�WR�VXEVWDQWLDOO\�FKDQJH
WKLV�DUUDQJHPHQW�ZKLFK�ZDV�HVSHFLDOO\�KDUPIXO� WR�QRQ�(8�IRUHLJQ�LQYHVWRUV��7KH�UHOXFWDQFH�RI
LQYHVWRUV�IURP�WKH�)DU�(DVW�WR�LQYHVW�LQ�WKH�&]HFK�5HSXEOLF�FDQ�EH�H[SODLQHG�E\�WKH�H[LVWLQJ�FXVWRPV
EDUULHU�DQG�VWULFW�UXOHV�RI�RULJLQ��$�QHZ�DSSURDFK�KDV�UHFHQWO\�EHHQ�FRQVLGHUHG�E\�WKH�JRYHUQPHQW
ZKHUHE\� WDULII�IUHH� VWDWXV� RI� LQZDUG� DQG� RXWZDUG� SURFHVVLQJ� FRXOG� EH� H[WHQGHG� WR� SURGXFWLRQ
LQWHQVLYHO\�GHSHQGHQW�RQ�LPSRUW�UHH[SRUW�RSHUDWLRQV�

$�UHODWLYHO\�ORZ�ZDJH�OHYHO�LV�VWLOO��RQH�RI�WKH�LQFHQWLYHV�IRU�)',�HQWU\�LQWR�VRPH�LQGXVWULHV
GHVSLWH�LQFUHDVHV�VLQFH���������$FFRUGLQJ�WR�3ULFH�:DWHUKRXVH��DYHUDJH�ZDJH�UDWHV�DW�WKH�HQG�RI
�����ZHUH�����DQG�����ORZHU�WKDQ�LQ�3RODQG�DQG�+XQJDU\�UHVSHFWLYHO\�ZKLOH�WKH�*'3�SHU�FDSLWD
ZDV�KLJKHU� LQ� WKH�&]HFK�5HSXEOLF��&]HFK�ZDJHV� LQ������ZHUH�VWLOO�RQO\�RQH�ILIWK� WR�RQH� WHQWK



�������0DQ\�&]HFK�H[SRUW�SULFHV�UHDFKHG�RQO\��������RI�WKH�*HUPDQ�ZKROHVDOH�OHYHO��:KLOH��WKHUH�ZDV
D�JHQHUDO�IDOO�LQ�WKH�&]HFK�SULFHV�SHU�RQH�WRQ�RI�H[SRUWV�LQ�������WKH�JOREDO�ZHLJKWHG�WRQ�SULFH�LQGLFHV
NHSW�LPSURYLQJ�DIWHU�������6XUSULVLQJO\��WKH�PDLQ�IDFWRU�LQ�WKLV�LPSURYHPHQW�ZDV�D�FKDQJH�LQ��H[SRUW
VWUXFWXUH� UDWKHU� WKDQ� LQ� LQGLYLGXDO� SULFHV��7KLV�PHDQV� WKDW� WKHUH�ZDV� D� UHDOORFDWLRQ� RI� H[SRUWV� WR
FRPPRGLWLHV�ZLWK�D�KLJKHU�WRQ�SULFH��

�

*HUPDQ�ZDJH�UDWHV��ZKLOH�WKH�SK\VLFDO�SURGXFWLYLW\��PHDVXUHG�H�J��LQ�WRQV�SHU�ZRUNHU��LQ�VRPH
VHFWRUV�ZDV�DSSUR[LPDWHO\�KDOI��WKH�*HUPDQ�OHYHO��+RZHYHU��WKH�GROODU�H[SRUW�SULFHV�RI�WKH�PDMRULW\
RI�SURGXFWV�UHPDLQHG�PRVWO\�XQFKDQJHG�DIWHU���������7KH�LPSURYHPHQW�LQ�H[SRUW�XQLW�SULFHV�LV�RQH
RI�WKH�PDLQ�UHVRXUFHV�RI�IXWXUH�JURZWK�

,Q�LWV�SULYDWL]DWLRQ�SROLF\��WKH�JRYHUQPHQW�KDV�EHHQ�IDFHG�ZLWK�WKH�IROORZLQJ�GLOHPPD��HLWKHU
�D��VHOOLQJ�DQ�HQWLUH�GRPHVWLF�PRQRSRO\�WR�RQH�IRUHLJQ�LQYHVWRU��RU��E��EUHDNLQJ�XS�WKH�HQWHUSULVH
DPRQJ�VHYHUDO�ELGGHUV��7KH�IRUPHU�DSSURDFK�ZDV�XVHG�LQ�SUDFWLFDOO\�DOO�PDMRU�DFTXLVLWLRQV�VXFK�DV
WKH�FDVHV�RI��3KLOLS�0RUULV�ZLWK�7DEDN��7HO6RXUFH�ZLWK�637�7HOHFRP��9RONVZDJHQ�ZLWK�6NRGD�FDUV�
*ODYHUEHO�ZLWK�IODW�JODVV��1HVWOH�ZLWK�FKRFRODWH��&RQWLQHQWDO�ZLWK�WLUHV�DQG�LQ�WKH�FDVH�RI�WZR�&]HFK
RLO� UHILQHULHV��0DQ\� IRUHLJQ�RZQHUV� WKXV�HQMR\�D�SRVLWLRQ�RI�PRQRSROLVWLF�SRZHU� LQ� WKH�&]HFK
PDUNHW��7KH�ODWWHU�VWUDWHJ\�ZDV�RIWHQ�DSSOLHG�LQ�UHVSRQVH�WR�GHPDQG�RI�SDUWLFXODU�IRUHLJQ�LQYHVWRUV
ZKR�GLG�QRW�ZDQW�WR�EH�EXUGHQHG�ZLWK�D�QXPEHU�RI��LQHIILFLHQW�SODQWV��

,Q�PDQ\�FDVHV��IRUHLJQ�LQYHVWRUV�ZHUH�WKXV�FKDOOHQJHG�IURP�WKH�EHJLQQLQJ�ZLWK�RQO\�ZHDN
GRPHVWLF�FRPSHWLWRUV��7KHUH�DUH�QR�FOHDU�SDWWHUQV�DV�WR�KRZ�WKH�JRYHUQPHQW�GHFLGHG�ZKLFK�URXWH
WR� WDNH�� DOWKRXJK� WKH� GHYHORSPHQW� RI� FRPSHWLWLYH�PDUNHWV�ZDV� DQ� LPSRUWDQW� FRQVLGHUDWLRQ�� ,Q
HYDOXDWLQJ�&]HFK�)',�SHUIRUPDQFH�WR�GDWH��LW�VHHPV�WKDW��LW�PLJKW�KDYH�EHHQ�SUHIHUDEOH�IURP�WKH
FRQVXPHUV
�SRLQW�RI�YLHZ�WR�KDYH�H[DFWHG�D�ORZHU�SULFH�IRU�HQWHUSULVHV��EXW�WR�UHIUDLQ�IURP�SURYLGLQJ
D�KLJK� OHYHO�RI�PDUNHW�SRZHU��7KH� LQHIILFLHQF\�RI�FRQFHGLQJ� �PDUNHW�SRZHU� WR� IRUHLJQ�FDSLWDO
�XVXDOO\�D�WUDQVQDWLRQDO�FRUSRUDWLRQ��VDIHJXDUGHG�E\�QRQ�WDULII�DGYDQWDJHV�LV�GLVFXVVHG�E\�&RUDGR
HW�DO���������

7KH�&]HFK�5HSXEOLF�KDV�EHHQ�RQH�RI�WKH�IHZ�FRXQWULHV�LQ�WKH�ZRUOG�ZLWK�SUDFWLFDOO\�QR�ILVFDO
UHOLHI�VFKHPHV�IRU�)',��$V�LQYHVWPHQWV�EHFRPH�LQWHUQDWLRQDO�DQG�WKH�FRPSHWLWLRQ�IRU�(XURSHDQ�)',
EHFRPHV�VXEMHFW�WR�YDULRXV�LQFHQWLYH�VFKHPHV�RIIHUHG�E\�ERWK�(DVWHUQ�DQG�:HVWHUQ�FRXQWULHV��&]HFK
SROLF\�PDNHUV�KDYH�UHVXOWLQJO\�EHHQ�SUHVVHG�WR�GLVFXVV�WKH�PHDQLQJ�RI��VWDQGDUG�LQFHQWLYHV��IRU
)',��$V�ZDV�UHSRUWHG�E\�81&7$'��������S��������RI����(XURSHDQ�FRXQWULHV�����:HVWHUQ�DQG���
(DVWHUQ�����RIIHU�)',�SUHIHUHQWLDO�WD[�UDWHV�����RIIHU�WD[�KROLGD\V�����SURYLGH�VSHFLDO�DFFHOHUDWHG
GHSUHFLDWLRQ�VFKHPHV����RIIHU�VRFLDO�VHFXULW\�UHOLHI�����RIIHU�VSHFLDO�WD[�GHGXFWLEOH�LWHPV�DQG����
KDYH�H[FHSWLRQV�IURP�WDULII�SD\PHQWV��6XUSULVLQJO\��:HVW�(XURSHDQ�FRXQWULHV�DUH�HYHQ�PRUH�DFWLYH
LQ�SURYLGLQJ�VXFK�LQFHQWLYHV�WKDQ�(DVW�(XURSHDQ�FRXQWULHV��7KH�ODFN�RI�&]HFK�LQYHVWPHQW�LQFHQWLYHV
LV�RIWHQ�FULWLFL]HG��2QH�RI�WKH�VFKHPHV�XQGHU�FRQVLGHUDWLRQ�KDV�EHHQ�D�WDULII�DQG�9$7�UHOLHI�IRU
LPSRUWV�RI�PDFKLQHV�DQG�WHFKQRORJLFDO�HTXLSPHQW��6RPH�PXQLFLSDO�JRYHUQPHQWV�KDYH�EHHQ�PRUH
DFWLYH�LQ�VXEVLGL]LQJ�WKH�GHYHORSPHQW�RI�SURSHU�LQIUDVWUXFWXUH�IRU�)',��EXW�FRRUGLQDWLRQ�RI�LQGXVWULDO
SROLF\�IRU�)',�E\�WKH�FHQWUDO�JRYHUQPHQW�VWLOO�VHHPV�WR�EH��DW�OHDVW�LGHRORJLFDOO\��DQ�XQDFFHSWDEOH
FRPPLWPHQW�



�

���(PSLULFDO�(YLGHQFH�RQ�)RUHLJQ�,QYHVWPHQW������������

8QWLO�������IRUHLJQ�GLUHFW�LQYHVWPHQW��)',��LQ�WKH�&]HFK�5HSXEOLF�KDG�EHHQ�QHJOLJLEOH�
FRQVLVWLQJ�RI�D�IHZ�SURMHFWV�LQYROYLQJ�SULPDULO\�WKH�FRQVWUXFWLRQ�DQG�UHFRQVWUXFWLRQ�RI�KRWHOV��7KH
ILUVW�ZDYH�RI�IRUHLJQ�LQYHVWPHQW�EHJDQ�DIWHU�������ZKHQ�WKH�QHZ�JRYHUQPHQW�FRPPLWWHG�LWVHOI�WR
PDUNHW�UHIRUP��([FHSW�IRU�VPDOO�MRLQW�YHQWXUHV�QHJRWLDWHG�GLUHFWO\�ZLWK�PDQDJHPHQW��SUDFWLFDOO\�DOO
LPSRUWDQW�IRUHLJQ�HQWULHV�LQWR�WKH�RZQHUVKLS�RI�&]HFK�ILUPV�LQ���������ZHUH�QHJRWLDWHG�ZLWK�WKH
JRYHUQPHQW��2ZQHUVKLS�WUDQVIHUV�ZHUH�QHDUO\�DOZD\V�DFFRPSDQLHG�E\�WUDQVIHUV�RI�HTXLW\�VKDUHV
GLUHFWO\�IURP�WKH�1DWLRQDO�3URSHUW\�)XQG��+RZHYHU��QRW�DOO�SRUWIROLR�WUDQVIHUV�WR�IRUHLJQ�RZQHUV�FDQ
EH� FODVVLILHG� � DV�)',��7KH� FRQGLWLRQ� RI� DFWLYH�PDQDJHULDO� RU� GHFLVLRQ�PDNLQJ� UROHV� FDQQRW� EH
H[SOLFLWO\�VDWLVILHG�LQ�PDQ\�FDVHV��7KHUH�PD\�DOVR�EH�RWKHU�FDVHV�ZKHUH�WKH�FULWHULDO�FRQGLWLRQ�IRU
)',�GRHV�QRW�KROG��EXW�ZKHUH�IRUHLJQ�LQIOXHQFH�RQ�WKH�QDWLRQDO�HFRQRP\�FRXOG�EH�H[HUFLVHG��$Q
H[DPSOH�ZRXOG�EH�WKH�JUDQWLQJ�RI�D�FRPPHUFLDO�ORDQ�IURP�DEURDG�FRYHUHG�E\��FROODWHUDO�ZKHUH�D
GHJUHH�RI�LQGLUHFW�FRQWURO�RYHU�WKH�PDQDJHPHQW�RI�WKH�ILUP�LV�DJUHHG�XSRQ�LQ�DGYDQFH�

2WKHU�SUREOHPV�DOVR�H[LVW�FRQFHUQLQJ�WKH�HVWLPDWHV�RI�&]HFK�)',�IORZV���&]HFK�)',�VWDWLVWLFV
FRPSLOHG�E\�WKH�&]HFK�1DWLRQDO�%DQN�DUH�PXFK�PRUH�RSDTXH�DQG�PXFK�OHVV��XVHU�IULHQGO\��WKDQ
WKH�QRUPV� LQ�:HVWHUQ� FRXQWULHV�� ,Q�SDUWLFXODU�� WKH�&1%� LQGXVWULDO� GHVDJJUHJDWLRQ� LV�JURVV� DQG
UDQGRP��SUHFOXGLQJ�DQ\�VHULRXV�HFRQRPLF�DQDO\VLV�RI�)',��&]HFK�VWDWLVWLFV�VHHP�WR�GLYHUJH�IURP
VLPLODU�VWDWLVWLFV�RI�RWKHU�FRXQWULHV��PDNLQJ�WKH�&]HFK�VWDWLVWLFV�XQGHUHVWLPDWHG��0HWKRGRORJLFDO
ZHDNQHVVHV�PD\�WKXV�EH�FRPELQHG�ZLWK�ORRSKROHV�LQ�UHSRUWLQJ�

������)',��3RUWIROLR�,QYHVWPHQW�DQG�)RUHLJQ�/RDQV�5HYLHZ

7KH�UHODWLYHO\�UHGXFHG�)',�LQIORZ�GXULQJ������DQG������ZDV�PRUH�WKDQ�FRPSHQVDWHG�IRU
E\�JDLQV�LQ�IRUHLJQ�SRUWIROLR�LQYHVWPHQW�ZKLFK�UHDFKHG�������PLO��GXULQJ�WKHVH�WZR�\HDUV��7KRXJK
WR�VRPH�H[WHQW�VSHFXODWLYH��WKH�PDMRULW\�RI�WKH�IRUHLJQ�SRUWIROLR�KROGLQJV�DUH�ORQJ�RU�PHGLXP�UXQ
KROGLQJV�� PXFK� RI� LW� LQ� HTXLW\� VKDUHV�� %HFDXVH� RI� LWV� VKDUSO\� ULVLQJ� UHVHUYHV�� WKH� &1%� KDV
GLVFRQWLQXHG�LWV�VWUDWHJ\�RI�ERUURZLQJ�DEURDG�DQG�KDV�DOVR�GHFLGHG�WR�SD\�RII�ORDQV�WR�LWV�PDLQ
LQWHUQDWLRQDO�FUHGLWRUV�HYHQ�EHIRUH�WKHLU�PDWXULW\��'XH�WR�LWV�HQRUPRXV�EXLOGXS�RI�RIILFLDO�DQG�RWKHU
IRUHLJQ�H[FKDQJH�UHVHUYHV�GHSRVLWHG�DEURDG��WKH�&]HFK�5HSXEOLF�KDV�EHHQ�D�QHW�FUHGLWRU�VLQFH������
7RWDO�UHVHUYHV�DW�WKH�HQG�RI������ZHUH�����ELO��LQ�WKH�&1%��SOXV������ELO��LQ�FRPPHUFLDO�EDQNV�

,Q�������WKH�\LHOGV�RI�FRPPHUFLDO�SDSHU�GHQRPLQDWHG�LQ�&=.�GRXEOHG�IURP������EHFDXVH
RI�WKH�QHHG�WR�VWHULOL]H�WKH�PRQH\�VXSSO\�JHQHUDWHG�E\�QHW�IRUHLJQ�H[FKDQJH�LQIORZV��$FFRUGLQJ�WR
&1%�VWDWLVWLFV��DW�WKH�HQG�RI������WRWDO�IRUHLJQ�KROGLQJV�RI�&=.�GHQRPLQDWHG�ERQGV�DQG�HTXLW\
ZHUH�YDOXHG�DW������ELO��2I�WKDW������ZHUH�HTXLW\�VKDUHV������JRYHUQPHQW�ERQGV�DQG�����VHFXULWLHV
RI�EDQNV�DQG�HQWHUSULVHV��$W�WKH�EHJLQQLQJ�RI�������IRUHLJQHUV�RZQHG�DSSUR[LPDWHO\�����RI�DOO
&]HFK�ERQGV�DQG�VHFXULWLHV�

7KH� VWUXFWXUH�RI� WRWDO� IRUHLJQ�SRUWIROLR� LQYHVWPHQW�E\� FRXQWU\� DW� WKH� HQG�RI������ LV� DV
IROORZV�� %ULWDLQ� �����86$� �����*HUPDQ\� ���� 6ORYDNLD� ��� �YRXFKHU� SULYDWL]DWLRQ� KROGLQJV
H[FOXGHG���$XVWULD����DQG�RWKHU�FRXQWULHV������7KH�LQGXVWULDO�VWUXFWXUH�RI�WKH�SRUWIROLR�LQ�����
ZDV��EDQNLQJ��LQFOXGLQJ�*RYHUQPHQW�ERQGV�PHGLDWHG�WKURXJK�WKH�&]HFK�1DWLRQDO�%DQN������
HQHUJ\������WUDQVSRUW������FRQVWUXFWLRQ����DQG�RWKHU�LQGXVWULHV�����



�������,QFRQVLVWHQW�WD[�UHJXODWLRQV�HQFRXUDJHG�WKH�HVWDEOLVKPHQW�RI��IDNH��MRLQW�YHQWXUHV��VLQFH�WKH
SURILW�WD[�ZDV����SHU�FHQW�IRU�&]HFK�ILUPV�DQG����SHU�FHQW�IRU�MRLQW�YHQWXUHV�ZKLFK�KDG�DW�OHDVW
���SHU�FHQW�IRUHLJQ�SDUWLFLSDWLRQ���7KLV�UHJXODWLRQ�ZDV�DEROLVKHG�LQ��������7KH�QXPEHUV�RQ�MRLQW
YHQWXUHV�DUH�IRU�WKH�IRUPHU�&]HFKRVORYDNLD�DQG�DUH�GHULYHG�IURP�WKH�QXPEHU�RI�)',�SURMHFWV
UHJLVWHUHG�

��

7DEOH��������5HYLHZ�RI�&]HFK�)',��SRUWIROLR�LQYHVWPHQWV��ORQJ�WHUP�FUHGLWV�DQG�GHSRVLWV�IURP
DEURDG��LQ���PLO��

)RUHLJQ�ILQDQFLDO�LQIORZ ���� ���� ���� ���� ���� ����

)',����PLO��� �� ��� ���� ��� ��� ����

*URZWK�UHO��WR�SUHYLRXV�\HDU�DV�D�� � ����� ��� �� ��� ���

&XPXODWHG�YDOXH�RI�)', �� ��� ����� ����� ����� �����

)',���*'3�LQ�FXUUHQW�SULFHV��DV�D��� ���� ���� ���� ���� ���� ����

)',���WRWDO�JURVV�LQYHVWPHQW ��� ���� ���� ��� ��� ����

3RUWIROLR�LQYHVWPHQW Q�D� Q�D� ��� ���� ��� ����

/RQJ�WHUP�ORDQV Q�D� Q�D� ��� ��� ��� ����

6KRUW�WHUP�GHSRVLWV�FKDQJH Q�D� Q�D� ����� ��� ��� ���

)DFWRU�SD\PHQWV�DEURDG��LQFO�
GLYLGHQGV�

Q�D� Q�D� ���� ���� ���� �����

6RXUFH��%XOOHWLQV�DQG�$QQXDO�5HSRUWV�RI�&1%�������������������

7KH�QXPEHU�RI�UHJLVWHUHG�MRLQW�YHQWXUHV�LQ�WKH�IRUPHU�&]HFKRVORYDNLD�LQFUHDVHG�IURP����DW
WKH�EHJLQQLQJ�RI������WR�QHDUO\�������E\�WKH�HQG�RI��������2XW�RI�WKH�WRWDO�QXPEHU�RI�MRLQW�YHQWXUHV
LQ�WKH�IRUPHU�)HGHUDWLRQ�������ZHUH�UHJLVWHUHG�LQ�WKH�&]HFK�5HSXEOLF��7KH�YROXPH�RI�)',�DOVR
LQFUHDVHG�VLJQLILFDQWO\�GXULQJ�������3URVSHFWV�LQGHHG�ORRNHG�HQFRXUDJLQJ�

,Q�WKH�PLGGOH�RI�������KRZHYHU��GXH�WR�WKH�UHVXOWV�RI�WKH�-XQH�HOHFWLRQV�DQG�FRQVHTXHQW
SROLWLFDO� XQFHUWDLQWLHV� VXUURXQGLQJ� WKH� VHSDUDWLRQ� RI� WKH�&]HFK� DQG� 6ORYDN�5HSXEOLFV�� IRUHLJQ
LQYHVWPHQW�GLG�QRW�UHDFK�DV�KLJK�D�OHYHO�DV�ZDV�RULJLQDOO\�DQWLFLSDWHG�IURP�WKH������ILJXUHV��7RWDO
)',� LQWR� WKH�&]HFK� HFRQRP\� IHOO� VKRUW� RI� WKDW� GLUHFWHG� WR� ERWK�+XQJDU\� DQG�3RODQG� LQ� �����
1HYHUWKHOHVV��IRUHLJQ�LQYHVWRUV�GHPRQVWUDWHG�FRQWLQXHG�LQWHUHVW�LQ�RWKHU�IRUPV�RI�LQYHVWPHQW�LQ�WKH
&]HFK�5HSXEOLF��RU�DW�OHDVW�GHYHORSHG�D��ZDLW�DQG�VHH��VWUDWHJ\��7KH�QXPEHU�RI�MRLQW�YHQWXUHV�URVH
IURP�������LQ�-XO\������WR�������LQ�0DUFK�������RI�ZKLFK�������ZHUH�IXOO\�IRUHLJQ�FRQWUROOHG���

)',�UHFRYHUHG�LWV�SUHYLRXVO\�ULVLQJ�WUHQG�LQ�������7KHUH�ZHUH��������MRLQW�YHQWXUHV�ZLWK�DW�OHDVW�RQH
IRUHLJQ�SDUWQHU�LQ�WKH�&]HFK�5HSXEOLF�E\�1RYHPEHU�RI�WKDW�\HDU�

2QH�RI�WKH�UHDVRQV�IRU�WKH�ULVH�LQ�)',�LQ������ZDV�LQYHVWRUV
�RSWLPLVWLF�H[SHFWDWLRQV�IRU�WKH
VHFRQG�ZDYH�RI�WKH�YRXFKHU�SULYDWLVDWLRQ�SURJUDPPH��$PRQJ�WKH�UHDVRQV�ZK\�LQYHVWPHQW�ZDV�QRW
HYHQ�KLJKHU�ZHUH�WKH�UHQHJLQJ�RQ�WKH�SULYDWL]DWLRQ�FRQWUDFW�DQG�JRYHUQPHQWDO�UH�SXUFKDVH�RI�WKH



��

VKDUHV�RI�&6$�DLUOLQHV�RULJLQDOO\�VROG�WR�$LU�)UDQFH�� WKH�RSSRVLWLRQ�RI�3UDJXH�&LW\�+DOO� WR�WKH
FRQVWUXFWLRQ�RI�D�ODUJH�&DQDGLDQ�KRWHO�LQ�WKH�KLVWRULFDO�FHQWUH��UHIXVDO�RI�IRUHLJQ�ELGV�LQ�WKH�WHQGHU
IRU�PRGHUQL]LQJ�3UDJXH
V�DLUSRUW��DQG�WKH�IDLOXUH�RI�5HQDXOW��DQG�D�86�ELG�UHVSHFWLYHO\���WR�SULYDWL]H
&]HFK�WUXFN�PDNHUV�

�����ZDV�WKH�PRVW�VXFFHVVIXO�\HDU�IRU�)',�ZKHQ�WKH�&]HFK�5HSXEOLF�HQMR\HG�KLJK�SUHVWLJH
LQ�WKH�LQWHUQDWLRQDO�FRPPXQLW\�IRU�LWV�PDFURHFRQRPLF�DFKLHYHPHQWV��7KLV�VLWXDWLRQ�ZRUVHQHG�LQ
����� ZKHQ� LW� EHFDPH� DSSDUHQW� WKDW� � &]HFK� UHVWUXFWXULQJ� VXIIHUV� IURP� PDQ\� PLFURHFRQRPLF
VKRUWFRPLQJV�LQFOXGLQJ�SUREOHPV�ZLWK�EDQNUXSWFLHV�RI�EDQNV���GHEWV�RI�ODUJH�ILUPV��UHQW�VHHNLQJ�DQG
LQVLGHU� WUDGLQJ� RI� LQYHVWPHQW� IXQGV�� IDLOLQJ� FDSLWDO� PDUNHWV� DQG� D� SDUDO\VHG� MXGLFLDO� V\VWHP�
1RQHWKHOHVV���)',�IRU������ZDV�UHODWLYHO\�ODUJH�DQG�LV�HVWLPDWHG�DW�DSSUR[LPDWHO\�������PLO�

2QH�FDQQRW�VD\�WKDW�)',�FRPLQJ�WR�WKH�&]HFK�5HSXEOLF�DIWHU��RU�HYHQ�EHIRUH������ZDV
LQVXIILFLHQW�GXH�WR��IRU�LQVWDQFH��H[FHVVLYH�EXUHDXFUDF\�KLQGHULQJ�SULYDWLVDWLRQ�ELGV��2QH�ZRXOG�KDYH
WR�SURYH�WKDW�WKH�DEVRUSWLRQ�FDSDFLW\�RI�WKH�&]HFK�HFRQRP\�ZDV�SRWHQWLDOO\�KLJKHU�WKDQ�WKDW�ZKLFK
DFWXDOO\�PDWHULDOL]HG��,Q�VXFK�D�FDVH��WKH�TXHVWLRQ�RI�ORZHULQJ�EDUULHUV�WR�)',�HQWU\�RU�LQFUHDVLQJ
)',�LQFHQWLYHV�VKRXOG�EH�UDLVHG��7KH�UHVXOW�RI�WKLV�ZRXOG�EH�DQ�HYHQ�PRUH�RYHUKHDWHG�HFRQRP\�ZLWK
D�IDOOLQJ�OHYHO�RI�)',�HIILFLHQF\��&]HFK�)',�KDV�DFKLHYHG�UDWKHU�VDWLVIDFWRU\�SHUIRUPDQFH�LQ�WHUPV
RI�LQIORZ�SHU�XQLW�RI�*'3��DW�FXUUHQW�UDWHV�RI�H[FKDQJH��LQ�WKH�ODVW���\HDUV�FRPSDUHG�WR�FRXQWULHV
DV�VXFFHVVIXO�DV�6SDLQ�RU�3RUWXJDO��7KH�&]HFK�DYHUDJH�RI������FRPSDUHV�IDYRXUDEO\�ZLWK�WKDW�RI
6SDLQ��������DQG�3RUWXJDO���������VHH�&RUDGR�HW�DO��>����@���$�OHVV�VDWLVIDFWRU\�SHUIRUPDQFH�ZRXOG
EH�REVHUYHG�LI�)',�SHU�FDSLWD�LV�XVHG�DV�D�FULWHULRQ��,Q�WKLV�UHVSHFW��&]HFK�)',�LQWDNH�ODJV�EHKLQG
ERWK�6SDLQ�DQG�3RUWXJDO�EXW�DKHDG�RI�WKH�PDMRULW\�RI�GHYHORSLQJ�FRXQWULHV��$JDUZDO�>����@��+RZHOO
>����@��

(YHQ�WKRXJK�+XQJDU\�KDV�EHHQ�PRUH�VXFFHVVIXO�LQ�DWWUDFWLQJ�JUHDWHU�)',�SHU�FDSLWD�WKDQ�WKH
&]HFK�5HSXEOLF��RQH�VKRXOG�QRW�WDNH�WKLV�IDFW�DV�SURRI�RI�SRRU�&]HFK�SHUIRUPDQFH��7KH�+XQJDULDQ
DQRPDO\�LV�QRW�D�JRRG�FDVH�IRU�VHWWLQJ�D�VWDQGDUG���)',�LQIORZ�LQWR�WKH�&]HFK�5HSXEOLF�FRPSDUHV
ZHOO�ZLWK�WKDW�RI�7DLZDQ�������RI�*'3�LQ�������RU�&KLOH�������RI�*'3�EHWZHHQ������DQG�������
$�PRUH�VHULRXV�TXHVWLRQ�DULVHV�RQFH�ZH�DQDO\]H�WKH�YHU\�ORZ�DWWUDFWLRQ�LQ�WKH�&]HFK�5HSXEOLF�IRU
JUHHQ�ILHOG�IRUHLJQ�LQYHVWPHQWV��7KH�+XQJDULDQ�OHDG�KDV�EHHQ�RYHUZKHOPLQJ�LQ�WKLV�FDVH��:DV�WKLV
VLWXDWLRQ�FDXVHG�RQO\�E\�WKH�IDFW�WKDW�PRUH�LQFHQWLYHV�WR�)',�ZHUH�RIIHUHG�LQ�+XQJDU\��WKDQ�LQ�WKH
&]HFK�5HSXEOLF�ZKHUH�VXFK�LQFHQWLYHV�ZHUH�DOPRVW�QRQH[LVWHQW��RU�GRHV�LW�VXJJHVW�WKDW�WKH�ZKROH
&]HFK�VRFLR�HFRQRPLF�HQYLURQPHQW�ZDV�OHVV�FRQGXFLYH�WR�HFRQRPLF�H[SDQVLRQ�DQG�WUDGH"�/HW�XV
OHDYH�WKH�DQVZHU�WR�WKLV�DPELWLRXV�TXHVWLRQ�RSHQ��DW�OHDVW�IRU�QRZ�

������)',�6WUXFWXUH�E\�6L]H��2ZQHUVKLS��,QYHVWLQJ�&RXQWULHV�DQG�6HFWRUV

$��2ZQHUVKLS�DQG�6L]H�6WUXFWXUH

/HW�XV�ILUVW� ORRN�DW� WKH�VKDUH�RI�IRUHLJQ�FDSLWDO� LQ�WKH�&]HFK� LQGXVWULDO�VHFWRU�H[FOXGLQJ
VHUYLYHV��,Q������WKH�PDQXIDFWXULQJ�VHFWRU�DEVRUEHG�DSSUR[LPDWHO\�KDOI�RI�DOO�)',��7DEOH������
SUHVHQWV�WKH�GHYHORSPHQW�LQ�WKH�VWUXFWXUH�RI�PDQXIDFWXULQJ�HQWHUSULVHV��E\�WKH�QXPEHU�RI�ILUPV�LQ
HDFK�JLYHQ�FDWHJRU\��UHJLVWHUHG�LQ�WKH�&]HFK�%XVLQHVV�5HJLVWHU�DW�WKH�HQG�RI�WKDW�\HDU�

$V�D�WRWDO��WKH�VKDUH�RI�IRUHLJQ�RZQHUVKLS�LQ�&]HFK�PDQXIDFWXULQJ�ZDV�QRW�YHU\�KLJK��7KLV
REVHUYDWLRQ�LV�XQGHUVWDQGDEOH�LI�ZH�FRPSDUH�WKHVH�UHVXOWV�ZLWK�WKH�VKDUH�RI�IRUHLJQ�RZQHUVKLS�RU
SDUWQHUVKLS�LQ�WKH�PDQXIDFWXULQJ�VHFWRUV�RI�RWKHU�:HVWHUQ�(XURSHDQ�FRXQWULHV�ZKLFK��YDULHV�EHWZHHQ
���DQG������+RZHYHU��LW�LV�WKH�IDFW�WKDW�WKH�WUHQG�LV�ULVLQJ�ZKLFK�LV�LPSRUWDQW��,W�LV�DOVR�ZRUWK
PHQWLRQLQJ� WKDW� WKHUH� LV� D� VLQJOH� IHDWXUH�RI�&]HFK�)',� DFWLYLW\�ZKLFK�GLIIHUV� IURP� WKDW�RI� WKH



��

GHYHORSHG�HFRQRPLHV�RI��WKH�(8��LWV�ODFN�RI�RXWJRLQJ�)',�

7DEOH���������&]HFK�PDQXIDFWXULQJ�HQWHUSULVHV�FODVVLILHG�E\�RZQHUVKLS�LQ������������

)RUP�RI�RZQHUVKLS ����6KDUH�RI��WRWDO�ILUPV

����������� ����������� ��������D

SULYDWH ���� ��� ���

FRRSHUDWLYHV ���� �� ��

VWDWH�RZQHG ���� ��� ���

IXOO\�RU�SDUWLDOO\�IRUHLJQ ���� �� ���

PL[HG�RZQHUVKLS ���� �� ��

727$/ ���� ���� ����

6RXUFH��FRPSXWDWLRQV�IURP�WKH�GDWDEDVH�RI�WKH�&]HFK�6WDWLVWLFDO�2IILFH�������������DQG�����
D�$Q�HVWLPDWH�IURP�D�GDWD�VHW�QRW�IXOO\�FRQVLVWHQW�ZLWK�VWDWLVWLFV�IRU��������

7KH� LPSRUWDQFH� RI� IRUHLJQ� HQWHUSULVHV� LQ� WKH� LQGXVWU\� ZRXOG� QRW� EH� PXFK� GLIIHUHQW� LI
PHDVXUHG�E\�WKH�WRWDO�DVVHWV�RI�IRUHLJQ�RZQHUV�UDWKHU�WKDQ�WRWDO�QXPEHU�RI�ILUPV��7KLV�LV�GXH�PDLQO\
WR�WKH�IDFW�WKDW��LQ�FRQWUDVW�WR�SXEOLF�RSLQLRQ��IRUHLJQ�LQYHVWPHQW�LV�QRW�FRQFHQWUDWHG�LQ�ELJ�ILUPV�EXW
GLVSHUVHG�UDQGRPO\�WR�ILUPV�RI�DOO�VL]HV��7KLV�REVHUYDWLRQ�LV�GRFXPHQWHG�LQ�WDEOH��������0RVW�)',
DUULYHV� LQ� WKH�IRUP�RI� MRLQW�YHQWXUHV��)RUHLJQ� LQYHVWPHQW�ZDV�QRW�H[FOXVLYHO\� OLPLWHG� WR� ODUJHU
SURMHFWV��2QH�TXDUWHU�RI�DOO�UHSRUWHG�IRUHLJQ�FRPPLWPHQWV�ZHUH�DSSDUHQWO\�YHU\�VPDOO��)RUHLJQ
LQYHVWPHQWV�XQGHU��������������PLO��&=.��DUH�QRW�UHJLVWHUHG�LQ�WKH�RIILFLDO�VWDWLVWLFV�DQG�WKHUHIRUH
GR�QRW�ILJXUH�LQWR�WKHVH�VWDWLVWLFV��:H�FDQ�RQO\�HVWLPDWH�WKDW�WKH�VL]H�RI�WKH�PDMRULW\�RI�IRUHLJQ
FRPPLWPHQWV� LQ� MRLQW�YHQWXUHV�KDV�EHHQ� UDWKHU� VPDOO�� RIWHQ� MXVW�PHHWLQJ� WKH�PLQLPXP�FDSLWDO
UHTXLUHPHQW�RI���������&=.�

7DEOH���������)',�E\�DPRXQW��LQ���SHU�FRPPLWPHQW����������

)RUHLJQ�LQYHVWPHQW�LQ�86' 6KDUH�RI�DOO�HQWHUSULVHV
UHFHLYLQJ�)',

���������������������� ���������

���������������������� ���������

����������������������� ���������

���������������������� ���������

PRUH�WKDQ����PLOOLRQ�86' ���������

6RXUFH��&]HFK�1DWLRQDO�%DQN�VWDWLVWLFV�������



��

:H�FDQ�FRQFOXGH�IURP�WKH�QH[W�WDEOH�WKDW�IRUHLJQ�LQYHVWPHQWV�SOD\�DQ�LPSRUWDQW�UROH�LQ
VHFWRUV�RWKHU�WKDQ�PDQXIDFWXULQJ��7KH�IROORZLQJ�WDEOH�VKRZV�WKDW�WKH�KLJKHVW�UHODWLYH�DPRXQW�RI�)',
ZDV� LQ� WUDGH� DQG� VHUYLFHV�� � )RUHLJQ� FRQWURO� LV� WKXV� FRQFHQWUDWHG� LQ� VXFK� VHFWRUV� DV� EDQNLQJ�
LQVXUDQFH��UHDO�HVWDWH�DQG�UHWDLO�VDOHV�

7DEOH��������6KDUHV�RI�HQWHUSULVHV�ZLWK�IRUHLJQ�SDUWLFLSDWLRQ�E\�VHFWRU������

6HFWRU 6KDUH�RI�IRUHLJQ�HQWHUSULVHV�RI�WKH
WRWDO�QXPEHU�RI�HQWHUSULVHV�E\
VHFWRU

WUDGH �������

VHUYLFHV �������

PDQXIDFWXULQJ �������

FRQVWUXFWLRQ �������

WUDQVSRUW�DQG�FRPPXQLFDWLRQV �������

DJULFXOWXUH�DQG�IRUHVWU\ �������

PLQLQJ �������

HQHUJ\���LQFOXGLQJ�GLVWULEXWLRQ� �������

RWKHUV �������

727$/ �������

6RXUFH��&]HFK�6WDWLVWLFDO�2IILFH������



��������%HIRUH���������WKH�&]HFK�5HSXEOLF�ZDV�WKH�VL[WK�ODUJHVW�UHFLSLHQW�RI�*HUPDQ�)',��:LWK�D
WRWDO�WUDQVIHU�RI������PLO���'(0��WKH�&]HFKV�EHFDPH�WKH�ODUJHVW�UHFLSLHQWV�RI��*HUPDQ�FDSLWDO
DPRQJ�DOO�&((&V��:LWK�OHVV�WKDQ�D�WKLUG�RI�DOO�&]HFK�)',�UHFHLSWV��WKH�*HUPDQ�FDSLWDO�H[SDQVLRQ
WR�WKH�&]HFK�5HSXEOLF�LV�QRW�RYHUVKRRWLQJ�WKH�*HUPDQ�VKDUH�RI�&]HFK�LQWHUQDWLRQDO�WUDGLQJ�DQG
FDQQRW�EH�FRQVLGHUHG�GLVSURSRUWLRQDEO\�KLJK�

��

%��&28175<�6758&785(�2)�)',

,Q������WKH�HQWLUH�PHDVXUH�RI�)',�ZDV�VNHZHG�E\�D�VLQJOH�WUDQVDFWLRQ��ZKHQ�&]HFK�7HOHFRP
ZDV�WDNHQ�RYHU�E\�WKH�7HO6RXUFH�*URXS��IURP�6ZLW]HUODQG�DQG�WKH�1HWKHUODQGV��IRU�������PLO���$V
VKRZQ�LQ�WKH�IROORZLQJ�WDEOH��WKLV�WUDQVDFWLRQ�VLJQLILFDQWO\�DOWHUHG�WKH�EUHDNGRZQ�RI�)',�E\�FRXQWU\�

7DEOH���������%UHDNGRZQ�RI�WRWDO�)',�LQ�WKH�&]HFK�5HSXEOLF�E\�&RXQWU\
�LQ��PLO��DQG�DV�D�SHUFHQWDJH�RI�WKH�WRWDO�

&RXQWU\
�������


LQ���PLO�
�������


�LQ��
����
LQ���PLO�

����
LQ��

*HUPDQ\ ���� ����� ��� �����

1HWKHUODQGV ���� ���� ���� ����

86$ ���� ����� ���� �����

6ZLW]HUODQG ��� ���� ��� ����

)UDQFH ��� ���� ��� ����

$XVWULD ��� ����� ���� ����

%HOJLXP ��� ����� ���� �����

,WDO\ ��� ��� �� ���

2WKHU ��� ���� ��� ���

727$/ ����� ����� ����� �����


�VWRFNV�DFFXPXODWHG�XQWLO�6HSWHPEHU���������
6RXUFH��6WDWLVWLFV�RI�WKH�&]HFK�1DWLRQDO�%DQN������

7KH�SRVLWLRQ�RI�*HUPDQ\�DV�WKH�PRVW�SRZHUIXO�IRUHLJQ�LQYHVWRU���UHPDLQHG�XQFKDOOHQJHG�
,W�VKRXOG�EH�VWUHVVHG�WKDW�&]HFK�)',�VWDWLVWLFV�PD\�QRW�GHVFULEH�DOO�IRUHLJQ�FDSLWDO�EHKDYLQJ�DV�WUXH
)',��6RPH�SXUFKDVHV�RI�HTXLW\�VKDUHV�PD\�KDYH�FRPSOHWHO\�HVFDSHG�SXEOLF�PRQLWRULQJ�RU�UHPDLQHG
LQFOXGHG�LQ�D�JURXS�RI�SRUWIROLR�LQYHVWPHQWV��6RPH�PD\�QRW�KDYH�HYHQ�EHHQ�UHSRUWHG�DV�IRUHLJQ
EX\RXWV�� � 7KLV�ZRXOG�PRVW� OLNHO\� EH� WKH� FDVH�ZLWK� WDNHRYHUV� RI� VPDOO� ILUPV� �OLPLWHG� OLDELOLW\
FRPSDQLHV�RU�SDUWQHUVKLSV���,W�ZRXOG�DOVR�EH�OLNHO\�WKDW�WKH�XQLGHQWLILHG�IRUHLJQ�RZQHUV�RI�VXFK
ILUPV�ZRXOG�FRPH�IURP�$XVWULD�RU�%DYDULD��ZLWK�ZKRP�WUDGLWLRQDO�HFRQRPLF�WLHV�ZHUH�TXLFNO\�UH�
HVWDEOLVKHG��7KH�HIIHFWLYH�LPSDFW�RI�*HUPDQ�DQG�$XVWULDQ�)',�RQ�WKH�&]HFK�HFRQRP\�PLJKW�WKXV



��

EH�XQGHUHVWLPDWHG�E\�RIILFLDO�&]HFK�)',�VWDWLVWLFV�
,Q� ����� DQG� ����� WKH� �RWKHUV�� LQYROYHG� LQYHVWPHQWV� IURP� WKH� %DKDPDV� �6WUDWWRQ

,QYHVWPHQWV��� WKH�(XURSHDQ�%DQN� IRU�5HFRQVWUXFWLRQ� DQG�'HYHORSPHQW��%ULWDLQ�� 6RXWK�.RUHD�
7DLZDQ��1RUZD\�DQG�6ZHGHQ��7KH�86$��IRU�WKH�VHFRQG�FRQVHFXWLYH�\HDU��KDV�EHHQ�ORVLQJ�IXUWKHU
JURXQG��7KH�VWHDG\�SUHVHQFH�RI�(8�FRXQWULHV�FDQ�EH�FRQWUDVWHG�ZLWK�WKH�UDWKHU�OLPLWHG��LQIORZV�IURP
$VLDQ� 3DFLILF� FRXQWULHV�� ZLWK� D� VKDUH� RI� RQO\� ������ ,W� VHHPV� WKDW� WKH� &]HFK� 5HSXEOLF� LV� QRW
FRQVLGHUHG�D�WKHDWUH�IRU�WKHLU�SRWHQWLDO�DFWLYLW\��7KH�VKDUH�RI�*HUPDQ�VSHDNLQJ�FRXQWULHV��*HUPDQ\�
6ZLW]HUODQG�DQG�$XVWULD��LV������(8�FRXQWULHV�����DQG�2(&'�FRXQWULHV�����

&��6(&725$/�6758&785(�2)�)',

$V� WDEOH� ������ VKRZV�� GLVWULEXWLRQ� RI� )',� E\� VHFWRUV� LV� QRW� SURSRUWLRQDO� WR� YROXPH� RI
SURGXFWLRQ��7KH�WHOHFRPPXQLFDWLRQV��DIWHU�GHGXFWLQJ�WUDQVSRUW��DQG�DXWRPRELOH�LQGXVWULHV��DORQJ
ZLWK�FRQVXPHU�JRRGV��LQFOXGLQJ�WREDFFR��DEVRUEHG�����RI�DOO�)',�LQIORZV��ZKLOH�FRQWULEXWLQJ�D
PHUH�����WR�*'3���2QO\�WKH�FKHPLFDO�LQGXVWU\�UHYHDOV�D�GLVSURSRUWLRQDEO\�KLJK�DWWUDFWLRQ�RI�)',�

,W�LV�LQWHUHVWLQJ�WR�QRWH�WKDW�IRUHLJQ�LQYHVWPHQW�LQ�WUDGLWLRQDO��ODERXU�LQWHQVLYH�LQGXVWULHV�KDV
EHHQ�UHODWLYHO\�ORZ��ZLWK�WKH�H[FHSWLRQ�RI�FRQVWUXFWLRQ�DQG�WUDGH��7KH�ILUVW�WZR�LWHPV�LQ�WKH�DERYH
WDEOH��WHOHFRPPXQLFDWLRQV�DQG�WUDQVSRUW�HTXLSPHQW��DUH�ERWK�SK\VLFDO�FDSLWDO�DQG�KXPDQ�FDSLWDO
LQWHQVLYH��2WKHU�LPSRUWDQW�SK\VLFDO�FDSLWDO�LQWHQVLYH�WDUJHWV�IRU�)',�DUH�FKHPLFDOV��PDFKLQHU\�DQG
IRRG�SURFHVVLQJ��,W�LV�DOVR�VXUSULVLQJ�LV�WKDW�YHU\�OLWWOH�IRUHLJQ�LQYHVWPHQW�KDV�EHHQ�FKDQQHOOHG�LQWR
LQGXVWULHV�ZKLFK�DUH�QRUPDOO\�FRQVLGHUHG�DWWUDFWLYH�VXFK�DV�WUDQVSRUWDWLRQ��LQIUDVWUXFWXUH��JODVV�
ZRRG�� IXUQLWXUH� DQG� SDSHU�� ,W� LV� JHQHUDOO\� DFFHSWHG� WKDW� )',� LQ� DJULFXOWXUH�� WH[WLOH� DQG� OHDWKHU
SURGXFWLRQ�ZLOO�EH�PDUJLQDO��HYHQ�WKRXJK�WKHVH�LQGXVWULHV�ZHUH�WUDGLWLRQDOO\�SURVSHURXV�GXULQJ�WKH
��WK�FHQWXU\�DQG�WKH�ILUVW�KDOI�RI�WKH���WK�FHQWXU\��$OO�PDQXIDFWXULQJ�LWHPV�LQ�WDEOH��������WUDQVSRUW
HTXLSPHQW��FRQVXPHU�JRRGV��WREDFFR�DQG�PDFKLQHU\���H[FHSW�IRU��IRRG�SURFHVVLQJ��WHQG�WR�EH�H[SRUW
RULHQWHG�LQGXVWULHV�



��

7DEOH��������6HFWRUDO�VWUXFWXUH�RI�IRUHLJQ�LQYHVWPHQW�LQ�WKH�&]HFK�5HSXEOLF�
LQ���PLO��DQG�DV��SHUFHQWDJHV

6HFWRU 6KDUH�RI�*'3
DV�D���������

�������


LQ��PLO�
�������


DV�D��
����

LQ��PLO�

7HOHFRP�DQG�WUDQVSRUW�VHUYLFHV ��� ����� ���� ����

$XWRPRELOHV�DQG�WUDQVSRUWDWLRQ
HTXLSPHQW

��� ����� ������ ����

&RQVXPHU�JRRGV�DQG�WREDFFR ��� ����� ������ ����

&RQVWUXFWLRQ ��� ����� ����� ���

&KHPLFDOV ��� ������ ��� ���

%DQNLQJ�DQG�LQVXUDQFH ��� ����� ��� ����

7UDGH�DQG�VHUYLFHV ���� ������ ��� ���

)RRG�SURFHVVLQJ ��� ����� ����� ����

0DFKLQHU\ ��� ������ ��� ���

2WKHU ���� ����� ����� ����

727$/ ���� ������ ����� �����


�VWRFNV�DFFXPXODWHG�XQWLO��6HSWHPEHU���������
6RXUFH��&]HFK�1DWLRQDO�%DQN��)',�VWDWLVWLFV

:H�FDQ�VHH�IURP�WKH�DERYH�ILJXUHV�WKDW�XQWLO��6HSWHPEHU�����������PDQXIDFWXULQJ�LQGXVWULHV
KDG� DEVRUEHG� DSSUR[LPDWHO\� ���� RI� LQFRPLQJ� )',�� FRQVWUXFWLRQ� ����� DQG� VHUYLFHV� ����
$JULFXOWXUH��IRUHVWU\�DQG�PLQLQJ�KDYH�DWWUDFWHG�OHVV�WKDQ�����7KH�DXWRPRELOH�LQGXVWU\�KDV�EHFRPH
WKH�PRVW� DWWUDFWLYH�PDQXIDFWXULQJ� LQGXVWU\� IRU� )',�� ,W� FDQ� EH� FKDUDFWHUL]HG� DV� WHFKQRORJLFDOO\
LQWHQVLYH��ZLWK�D�KLJK�OHYHO�RI�5	'�DQG�KXPDQ�FDSLWDO�FRQWHQW���7KLV�OHDGV�WR�WUDGH�FUHDWLRQ�DQG
LQWHQVLYH� LQWUD�LQGXVWULDO� WUDGH�� ,W� LV� DOVR� VXEMHFW� WR� EUDQG� GLIIHUHQWLDWLRQ� DQG�PDUNHWLQJ� XQGHU
LQWHUQDWLRQDOO\�UHFRJQL]HG�EUDQG�QDPHV��ERWK�RI�ZKLFK�FDQ�EH�DVVXPHG�WR�EH�D�ZHDN�OLQN�LQ�&]HFK
PDQDJHPHQW�



��������:H�KDYH�WHVWHG�WKLV�SUREOHP�E\�HVWLPDWLQJ�WKH�LPSRUWDQFH�RI�WKH�IRUHLJQ�LQYHVWRU�LQ�MRLQW
YHQWXUHV� WKURXJK�D� VSHFLDO� VXUYH\�RI����� ILUPV� LQ� WKH�PDQXIDFWXULQJ� VHFWRU� LQ������� ,Q� WKLV
UHSUHVHQWDWLYH� VDPSOH�� ���� RI� DOO� IRUHLJQ� LQYHVWRUV� RZQHG�PRUH� WKDQ� ���� RI� HTXLW\�� �6HH
=HPSOLQHURYi��/DåWRYLûND�HW�DO��>����@���:H�FDQ�WKHUHIRUH�DVVXPH�WKDW�WKH�IRUHLJQ�SDUWQHUV�LQ
MRLQW�YHQWXUHV�FRQWURO�GHFLVLRQ�PDNLQJ�LQ�WKH�PDMRULW\�RI�FDVHV�

��

����&RPSDULVRQ�RI�'RPHVWLF�DQG�)RUHLJQ�)LUPV�LQ�WKH�&]HFK�0DQXIDFWXULQJ�6HFWRU

� %XLOGLQJ� RQ� D� WUDGLWLRQ� RI� VNLOOHG� ODERXU�� D� ODUJH� SDUW� RI� &]HFK� PDQXIDFWXULQJ� ZDV
FRQVLGHUHG�LQWHUQDWLRQDOO\�FRPSHWLWLYH�HYHQ�GXULQJ�WKH�����V���+RZHYHU��WKH�H[WHQW�WR�ZKLFK��LWV
FRPSHWLWLYHQHVV�ZDV�HUDVHG�GXULQJ�LWV�VHSDUDWLRQ�IURP�ZRUOG�PDUNHWV�XQGHU�FHQWUDO�SODQQLQJ�FDQ�EH
TXHVWLRQHG��,Q�RUGHU�WR�GHWHUPLQH�ZKLFK�PDQXIDFWXULQJ�LQGXVWULHV�KDYH�UHWDLQHG�WKHLU�DWWUDFWLRQ�WR
)',��D�JOREDO�HPSLULFDO�DQDO\VLV�RI�GDWD�REWDLQHG�IURP�D�GDWDEDVH�RI������PDQXIDFWXULQJ�HQWHUSULVHV
IRU� ����� FDQ� EH� H[DPLQHG��$OO�&]HFK�PDQXIDFWXULQJ� ILUPV� HPSOR\LQJ�PRUH� WKDQ� WZHQW\�IRXU
ZRUNHUV�DQG�DUH�VXEMHFW�WR�UHJXODU�VWDWLVWLFDO�UHSRUWLQJ�DUH�LQFOXGHG�LQ�WKLV�DQDO\VLV���)RUHLJQ�ILUPV
DUH�FODVVLILHG�HLWKHU�DV��IXOO\��IRUHLJQ��ZKHUH�RZQHUVKLS�LV�H[FOXVLYHO\�IRUHLJQ�RU�DV��MRLQW�YHQWXUHV�
ZKHUH�IRUHLJQ�RZQHUVKLS�LV�RQO\�SDUWLDO�DQG�LV�VKDUHG�ZLWK�GRPHVWLF�SDUWQHUV��8QIRUWXQDWHO\��LQ�FDVHV
ZKHUH�PRUH�WKDQ�RQH�IRXQGHU�RU�RZQHU�H[LVWV��WKH�&]HFK�6WDWLVWLFDO�2IILFH�GRHV�QRW�UHJLVWHU�WKH
VKDUHV�RI�HDFK�SDUWLFXODU�RZQHU���,W�LV�WKXV�LPSRVVLEOH�WR�GHWHUPLQH�WKH�DYHUDJH�VKDUH�RI�IRUHLJQ
SDUWQHUV�ZLWK�DQ\�GHJUHH�RI�FHUWDLQW\�LQ�FDVHV�RI�LQWHUQDWLRQDO�RZQHUVKLS���

,W� PXVW� EH� DOVR� VWUHVVHG� WKDW�PDQ\� RI� WKH� VWDWH�RZQHG� HQWHUSULVHV� �62(V�� LQYROYHG� LQ
PDQXIDFWXULQJ�LQ������ZHUH�WKRVH�DVVLJQHG�WR�EH�SULYDWL]HG�LQ�WKH�VHFRQG�ZDYH�RI�WKH�YRXFKHU
VFKHPH��7KH�UHPDLQLQJ�ILUPV�ZHUH�HLWKHU�DVVLJQHG�IRU�SXUFKDVH�RXWVLGH�WKH�YRXFKHU�VFKHPH��H�J�
RLO�UHILQHULHV��RU�H[HPSWHG�IURP�SULYDWL]DWLRQ��)LUPV�DOUHDG\�SULYDWL]HG�ZLWKRXW�IRUHLJQ�SDUWLFLSDWLRQ
ZHUH�PDLQO\�WKRVH�SULYDWL]HG�HLWKHU�LQ�WKH�ILUVW�ZDYH�RI�WKH�YRXFKHU�VFKHPH��WKURXJK�GLUHFW�VDOHV�RU
FRPSHWLQJ�WHQGHUV��RU�XQGHU�UHVWLWXWLRQ�FODLPV��%\�HVWLPDWLQJ�WKH�H[WHQW�RI�FKDQJHV�GXULQJ�������WKH
QXPEHU�RI�62(V�FRXOG�KDYH�GHFUHDVHG�IURP�����WR�DSSUR[LPDWHO\�������7KLV�GLIIHUHQFH�VKRXOG�EH
DGGHG�WR�WKH�QXPEHU�RI�SULYDWH�GRPHVWLF�ILUPV���)URP�SURYLVLRQDO�GDWD�IRU�������LW�FDQ�EH�HVWLPDWHG
WKDW� WKH� QXPEHU� RI� IRUHLJQ� ILUPV� ZLWK� PRUH� WKDQ� ��� HPSOR\HHV� FRXOG� KDYH� GHFUHDVHG� IURP
DSSUR[LPDWHO\�����WR�DW�OHDVW�����

7DEOH�����VKRZV�WKH�EDVLF�FKDUDFWHULVWLFV�RI�ILUPV�ZLWK�IRUHLJQ�SDUWLFLSDWLRQ�FODVVLILHG�E\
HQWHUSULVH�VWUXFWXUH��7KH�HQWHUSULVH�GDWDEDVH�LQFOXGHV�DOO�PDQXIDFWXULQJ�ILUPV�HPSOR\LQJ�PRUH�WKDQ
���ZRUNHUV��7KH������IRUHLJQ��ILUPV�DFWLYH�LQ�WKH�PDQXIDFWXULQJ�VHFWRU�UHSUHVHQW�DSSUR[LPDWHO\
�����RI�WKH�WRWDO�QXPEHU�RI�ILUPV��EXW�RYHU�������RI�RXWSXW�DQG�RQO\������RI�WRWDO�HPSOR\PHQW�



��������,Q�WKH�FDVHV�RI�6SDLQ�DQG�3RUWXJDO��VHH�&RUDGR�HW�DO��>����@���)',�DFFHOHUDWHG�UDSLGO\�DV
WKHVH�FRXQWULHV�ZHUH�JUDQWHG�IXOO�(8�PHPEHUVKLS��7KH�DVVRFLDWLRQ�DJUHHPHQW�KDG�D�PXFK�ZHDNHU
LPSDFW�RQ�IRUHLJQ�LQYHVWRUV�LQ�WKHVH�FRXQWULHV�WKDQ�GLG�IXOO�PHPEHUVKLS�LQ�WKH�(8�

��

7KLV�LOOXVWUDWHV�WKUHH�EDVLF�IDFWV�
�
w �/DERXU�LQWHQVLYH�&]HFK�LQGXVWULHV�JHQHUDOO\�GR�QRW�DWWUDFW�)',�

w )RUHLJQ�SDUWLFLSDWLRQ�LQ�&]HFK�PDQXIDFWXULQJ�LQGXVWULHV�LV�VWLOO�VLJQLILFDQWO\�EHORZ�WKH�:HVW
(XURSHDQ�DYHUDJH��,W�DOVR�VLJQDOV�WKDW�WKHUH�LV�KLJK�SRWHQWLDO�IRU�LQFUHDVHG�IORZV�RI�)',�LQWR
&]HFK�PDQXIDFWXULQJ�LQGXVWULHV��HVSHFLDOO\�LI�IXOO�(8�PHPEHUVKLS�EHFRPHV�OLNHO\���

w )RUHLJQ�HQWHUSULVHV�WHQG�WR�UHVWUXFWXUH�IDVWHU��7KH\�KDYH�EHHQ�SURYHQ�WR�VKHG�UHGXQGDQW
HPSOR\HHV�PRUH�TXLFNO\�DQG�LQYHVW�PRUH�LQ�DGYDQFHG�WHFKQRORJ\�

7DEOH������'LVWULEXWLRQ�RI�2ZQHUVKLS�RI�&]HFK�0DQXIDFWXULQJ�)LUPV�LQ�����
2XWSXW�LV�LQ�PLO��&=.�LQ�FXUUHQW�SULFHV��ODERXU�LV�LQ�QXPEHU�RI�ZRUNHUV

2ZQHUVKLS�JURXS 1R��RI
ILUPV

1XPEHU�
RI�ILUPV
DV�D��

2XWSXW 2XWSXW
DV�D���

/DERXU /DERXU
DV�D��

3ULYDWH�GRPHVWLF ���� ����� ������ ����� ������ �����

&R�RS ��� ���� ����� ���� ����� ����

62(V ��� ����� ������ ����� ������ �����

)XOO\�)RUHLJQ ��� ���� ����� ���� ����� ����

-RLQW�9HQWXUHV ��� ���� ����� ���� ����� ����

0L[HG�2ZQHUVKLS�
 ��� ���� ������ ����� ������ �����

7RWDO ���� ������ ������ ������ ������� ������

6RXUFH��&]HFK�6WDWLVWLFDO�2IILFH��GDWDEDVH�RI�HQWHUSULVHV������

�5HPDUN���0L[HG�RZQHUVKLS�LV�D�FRPELQDWLRQ�RI�SULYDWH�DQG�VWDWH�RZQHUVKLS��6RPH�ODUJH�ILUPV
ZHUH�VWLOO�XQGHU�WKLV�DPELJXRXV�DUUDQJHPHQW�LQ������

$V�FDQ�EH�VHHQ�LQ�WDEOH������WKH�YDOXH�DGGHG�LQ�ILUPV�ZLWK�IRUHLJQ�SDUWLFLSDWLRQ�LV������
ZKLFK�LV�OHVV�WKDQ�WKHLU�������VKDUH�RI�JURVV�RXWSXW��7KLV�FDQ�EH�WDNHQ�DV�D�VLJQ�WKDW�)',�LV�PRUH
FRQFHQWUDWHG�LQ�LQGXVWULHV�ZLWK�D�KLJKHU�VKDUH�RI�PDWHULDO�LQSXWV�LQ�WRWDO�SURGXFWLRQ��0DQ\�RI�WKHVH
LQGXVWULHV� DUH� WKRVH� XVLQJ� UHVRXUFH�LQWHQVLYH� SURGXFWLRQ� WHFKQLTXHV� DQG� HPSOR\LQJ� �ORZHU�
WHFKQRORJLHV��,Q�WKH�����V�DQG�����V�WKLV�W\SH�RI�FRPSDUDWLYH�DGYDQWDJH�ZDV�SUHYDOHQW�LQ�WUDGH�ZLWK
FDSLWDOLVW�FRXQWULHV��VHH�%HQg³HN�>����@���7KLV�ZDV�DJDLQ�FRQILUPHG�LQ�D�VWXG\�E\�+DQHO�������
ZKLFK�UHYHDOHG�WKDW�&]HFK�H[SRUWV�WR�WKH�:HVW�ZHUH�JHQHUDOO\�LQWHQVLYH�LQ�WKH�QDWXUDO�UHVRXUFH



��������3K\VLFDO�FDSLWDO�VWDWLVWLFV�DUH�EDVHG�RQ�SK\VLFDO�DVVHWV�LQ�SXUFKDVH�YDOXHV�DGMXVWHG�IRU�QHLWKHU
GHSUHFLDWLRQ�QRU�LQIODWLRQ��7KH�YDOXH�RI�D�QHZ�DVVHW�PD\�EH�PXFK�KLJKHU�WKDQ�WKH�YDOXH�RI�DQ
LGHQWLFDO�ROG�DVVHW�

��

FRQWHQWV�RI�WKHLU�SURGXFWLRQ��7KLV�PHDQV�WKH�&]HFK�HFRQRP\�LQ�WKH�HDUO\�����V�VWLOO�EHKDYHG�DV�LI
LW�ZHUH�EHWWHU�HQGRZHG�ZLWK�QDWXUDO�UHVRXUFHV�LQ�FRPSDULVRQ�WR�LWV�VXSSO\�RI�ODERXU��KXPDQ�FDSLWDO
RU�SK\VLFDO�FDSLWDO�

$QRWKHU�H[SODQDWLRQ�IRU�WKH�KLJK�VKDUH�RI�PDWHULDO�LQSXWV�LQ�)',�ILUPV
�SURGXFWLRQ�LV�KLJK
LPSRUW�GHSHQGHQFH��7KHUH�LV�D�PDUNHG�WHQGHQF\�DPRQJ�VRPH�IRUHLJQ�RZQHUV�WR�UHO\�SUHGRPLQDQWO\
RQ�DVVHPEOLQJ�ILQDO�SURGXFWV�IURP�LPSRUWHG�SDUWV��8QIRUWXQDWHO\��&]HFK�VWDWLVWLFLDQV�DEDQGRQHG�WKH
SUDFWLFH� RI� UHSRUWLQJ� LPSRUWV� E\� LQSXW� LQGXVWU\� DQG� SXUFKDVHU�� 7KLV� KDV� SUHYHQWHG� WHVWLQJ� D
K\SRWKHVLV�YDOLG�IRU�+XQJDU\��VHH�&RUDGR�HW�DO��>����@��WKDW�WKH�LPSRUW�SURSHQVLW\�RI�IRUHLJQ�ILUPV
LV�VLJQLILFDQWO\�KLJKHU�WKDQ�WKDW�RI�GRPHVWLF�RQHV��7KH�KLJK�H[SRUW�SHUIRUPDQFH�RI��IRUHLJQ�ILUPV
VKRXOG�WKHQ�EH�DGMXVWHG�IRU�KLJK�LPSRUW�LQSXWV��7KH�QHW�H[SRUW�FRQWULEXWLRQ�RI�WKHVH�ILUPV�ZRXOG
PRVW�SUREDEO\�EH�PXFK�OHVV�DSSHDOLQJ�

7DEOH������0DQXIDFWXULQJ�)LUPV�XQGHU�'LIIHUHQW�7\SHV�RI�2ZQHUVKLS�������
9DOXHV�DUH�LQ�PLO��&=.�DW�FXUUHQW�SULFHV

2ZQHUVKLS�JURXS 9DOXH
DGGHG

9DOXH
DGGHG��

3K\VLFDO
FDSLWDO�

3K\VLFDO
FDSLWDO��

&DSLWDO
SHU�ILUP

/DERXU
SHU�ILUP

3ULYDWH ����� ����� ������ ����� ������ ���

&R�RS ���� ���� ����� ���� ����� ���
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)XOO\�)RUHLJQ ���� ���� ����� ���� ������ ���

-RLQW�9HQWXUHV ����� ���� ������ ���� ������ ���

0L[HG�2ZQHUVKLS ����� ����� ������ ����� ������ ���

$OO�ILUPV ������ ������ ������� ������ ������ ���

6RXUFH��&]HFK�6WDWLVWLFDO�2IILFH��GDWDEDVH�RI�HQWHUSULVHV������

$V�IDU�DV�SK\VLFDO�FDSLWDO�HQGRZPHQWV�DUH�FRQFHUQHG��VKDUHV�RI�WKH�WRWDO�HQGRZPHQW�IRU�ERWK
IXOO\�IRUHLJQ�ILUPV�DQG�MRLQW�YHQWXUHV�DUH�VOLJKWO\�OHVV�WKDQ�WKHLU�VKDUHV�RI�JURVV�RXWSXW����$�VLPLODU
IHDWXUH� FDQ� EH� REVHUYHG� LQ� GRPHVWLF� SULYDWH� ILUPV��7KH�62(V� DQG� GRPHVWLF� ILUPV�ZLWK�PL[HG
RZQHUVKLS�VKRZ�KLJKHU�FDSLWDO�HQGRZPHQW�VKDUHV�UHODWLYH�WR�WKHLU�VKDUH�RI�SURGXFWLRQ��+RZHYHU�
LW�PXVW�EH�UHPHPEHUHG�WKDW�WKH�SULFHV�XVHG�WR�PHDVXUH�FDSLWDO�VWRFN�DUH�PHUHO\�SXUFKDVH�SULFHV
XQDGMXVWHG�IRU�LQIODWLRQ��0DQ\�RI�WKHVH�SULFHV�DUH�UHOLFV�RI�WKH�&RPPXQLVW�SHULRG��7KH�WUXH�PDUNHW
SULFHV�RI�PDFKLQHV�DQG�EXLOGLQJV�LQ�PDQ\�62(V�PD\�EH�VLJQLILFDQWO\�ORZHU�WKDQ�LQGLFDWHG�

7DEOH�����SRLQWV� WR�DQRWKHU�FKDUDFWHULVWLF�FRQFHUQLQJ� WKH�VL]H�RI� ILUPV�PHDVXUHG�E\� WKH
QXPEHU�RI�HPSOR\HHV��)LUPV�IXOO\�RZQHG�E\�IRUHLJQ�FDSLWDO�XVH�RQ�DYHUDJH�VLJQLILFDQWO\�IHZHU



��

ZRUNHUV�WKDQ�&]HFK�ILUPV�RQ�DYHUDJH��7KH\�HYHQ�WHQG�WR�EH�VPDOOHU�WKDQ�WKH�&]HFK�SULYDWH�ILUPV�
7KLV�FDQ�EH�LQWHUSUHWHG�DV�IROORZV��HYHQ�WKRXJK�VRPH�IRUHLJQ�FDSLWDO�KDV�EHHQ�LQYHVWHG�LQ�YHU\�ODUJH
HQWHUSULVHV�VXFK�DV�ÏNRGD�RU�7DEDN��WKH�PDMRULW\�RI�IRUHLJQ�LQYHVWPHQW�KDV�EHHQ�WDUJHWHG�DW�VPDOO
DQG�PHGLXP�VL]HG�ILUPV��5HVWUXFWXULQJ�KDV�EHHQ�PXFK�HDVLHU�WR�DFFRPSOLVK�LQ�VXFK�ILUPV��(YHQ
VPDOO�&]HFK�EXVLQHVVHV�KDYH�UHFHQWO\�EHHQ�GLVFRYHUHG�WR�EH�IXQFWLRQLQJ�PRUH�HIILFLHQWO\�WKDQ�ODUJH
ILUPV��VHH�FKDSWHUV�E\�=HPSOLQHURYg�DQG�%HQg³HN�LQ�0HMVWÎmN�>����@��

7KH�QH[W�WZR�WDEOHV������DQG������DJDLQ�VKRZ�WKDW�WKH�YDOXH�DGGHG�LV�QRW�WKH�VWURQJHVW�IDFWRU
LQ�WKH�RULHQWDWLRQ�RI�IRUHLJQ�LQYHVWPHQWV�LQ�WKH�&]HFK�5HSXEOLF��-RLQW�YHQWXUH�FDSLWDO�LV�HVSHFLDOO\
FRQFHQWUDWHG� LQ� ILUPV� RU� LQGXVWULHV�ZLWK� D� KLJK� FRQWHQW� RI�PDWHULDO� LQSXWV��7KLV� UHSUHVHQWV� WKH
GLIIHUHQFH�EHWZHHQ�WRWDO�RXWSXW�DQG�YDOXH�DGGHG��$W�WKH�VDPH�WLPH��ODERXU�KLUHG�E\�IRUHLJQ�ILUPV
ZDV�XVHG�TXLWH�LQWHQVLYHO\�WR�SURFHVV�WKRVH�DEXQGDQW�PDWHULDO�LQSXWV�

7DEOH������6RPH�(IILFLHQF\�,QGLFDWRUV�LQ�)LUPV�XQGHU�'LIIHUHQW�7\SH�RI�2ZQHUVKLS�LQ�����
9DOXHV�LQ�WKH�.�/�UDWLR�DUH�LQ�WKRXVDQG�&=.�

2ZQHUVKLS�JURXS 9DOXH
DGGHG�
RXWSXW��

3URILW�
RXWSXW
��

3URILW�
FDSLWDO
��

&DSLWDO�
ODERXU

$YHUDJH�
GHSUHFLDWLRQ

�
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)XOO\�)RUHLJQ ����� ����� ����� ���� �����

-RLQW�9HQWXUHV ����� ����� ����� ���� �����

0L[HG�2ZQHUVKLS ����� ����� ���� ��� �����

$OO�ILUPV ����� ����� ���� ��� �����

6RXUFH��&]HFK�6WDWLVWLFDO�2IILFH��GDWDEDVH�RI�HQWHUSULVHV������

7KH�SHUVLVWHQFH�RI�YHU\�ORZ��RQ�DYHUDJH�HYHQ�QHJDWLYH��SURILW�SHU�XQLW�RI�RXWSXW�UHWXUQ�LQ
MRLQW�YHQWXUHV�LV�TXLWH�VXUSULVLQJ��6RPH�DQDO\VWV�VHH�WKLV�DV�D�VLJQ�WKDW�LOOLFLW�SURILW�WUDQVIHUV�DEURDG
PD\� EH� WDNLQJ� SODFH��7KH� WUDQVIHU� SULFLQJ� LV� XVXDOO\� DFFRPSOLVKHG� E\� RYHULQYRLFLQJ� LPSRUWHG
PDWHULDO�VXSSOLHV��H�J��IURP�WKH�IRUHLJQ�PRWKHU�FRPSDQ\��DQG�XQGHULQYRLFLQJ�H[SRUWV�EDFN�WR�WKH
RZQHU
V�RZQ�IRUHLJQ�PDUNHWLQJ�VXEVLGLDULHV��,I�WKH�IRUHLJQ�PRWKHU�FRPSDQ\�VXFFHHGV�LQ�DYRLGLQJ
WD[DWLRQ�LQ�LWV�RZQ�FRXQWU\��ZKLFK�FDQ�EH�VXEVWDQWLDOO\�KLJKHU���WKLV�ZRXOG�EH�HTXDO�WR�DQ�LQFRPH
WD[�KROLGD\�RI�WKH�W\SH�WKH�&]HFK�JRYHUQPHQW�KDV�EHHQ�VR�UHOXFWDQW�WR�JUDQW�WR�IRUHLJQ�LQYHVWRUV��

$�VLPLODU�SLFWXUH�LV�VNHWFKHG�LQ�WKH�SURILW�SHU�XQLW�RI�FDSLWDO�LQGLFDWRU�FROXPQ��)XOO\�IRUHLJQ
ILUPV�DUH�OHDGHUV�LQ�WKLV�SDUDPHWHU�RI�HIILFLHQF\�ZLWK��������7KLV�LV�D�PRUH�WKDQ�����KLJKHU�UHWXUQ
WKDQ�WKH�&]HFK�DYHUDJH��$W�WKH�VDPH�WLPH���MRLQW�YHQWXUHV�DJDLQ�VKRZ�WKH�OHDVW�HQFRXUDJLQJ�ILJXUHV
XQOHVV�WKHLU�ORZ�SURILWV�DUH�WDNHQ�DV�D�VLJQ�RI�LQWHQVLYH�UHVWUXFWXULQJ��:H�EHOLHYH�VXFK�UHVWUXFWXULQJ
PD\�LQGHHG�EH�WDNLQJ�SODFH�DV�DQDO\VLV�RI�SURYLVLRQDO�GDWD�IRU������KDV�UHYHDOHG�WKDW�WKH�SURILWDELOLW\
RI�MRLQW�YHQWXUHV�LV�LPSURYLQJ�VKDUSO\��7KLV�ZRXOG�EH�FRQVLVWHQW�ZLWK�DQ�LQWXLWLYH�QRWLRQ�WKDW�IRUHLJQ



��

RZQHUV�PLJKW�EH�DEOH�WR�UHVWUXFWXUH�WKH�EHVW��SHUIRUPLQJ�VWDWH�RZQHG�ILUPV�ZLWKLQ�DSSUR[LPDWHO\
WKUHH�\HDUV��

&DSLWDO�SHU�ZRUNHU�HQGRZPHQWV��.�/��DUH�XQGLVSXWHGO\�KLJKHVW�LQ�WKH�MRLQW�YHQWXUHV�����
DERYH� WKH� DYHUDJH���7KH� IXOO\� IRUHLJQ� ILUPV� IROORZ�ZLWK� WKH� VHFRQG�KLJKHVW� UDQN��$�KLJK�.�/
LQGLFDWRU�VXJJHVWV�HLWKHU�WKDW�WKH�IRUHLJQ�FDSLWDO�LV�FRQFHQWUDWHG�LQ�ILUPV�ZLWK�WHFKQRORJLHV�VXEMHFW
WR�KLJK�FDSLWDO�LQWHQVLW\��H�J��LQ�WKH�FKHPLFDO�LQGXVWU\�RU�LQ�PHWDOOXUJ\��RU�WKDW�WKH�IRUHLJQ�RZQHUV
KDYH�LQYHVWHG�LQ�HQWHUSULVHV�ZLWK�D�PRUH�WKDQ�DYHUDJH�HQGRZPHQW�RI�FDSLWDO�VWRFN��7KH�DYHUDJH
GHSUHFLDWLRQ�UDWH�UHYHDOV�WKDW�WKLV�FRXOG�LQGHHG�EH�WKH�FDVH��-RLQW�YHQWXUHV��DQG�HYHQ�PRUH�HYLGHQWO\
IXOO\�IRUHLJQ�FRPSDQLHV��VHHP�WR�EH�PXFK�PRUH�PRGHUQ�WKDQ��IRU�H[DPSOH��WKH�62(V��:H�FDQ
SUHVXPH�WKDW�WKH�IRUHLJQ�LQYHVWRUV�KDYH�HLWKHU�FRQFHQWUDWHG�RQ�SULYDWL]LQJ�62(V�ZLWK�WKH�PRVW�UHFHQW
HTXLSPHQW�RU�UHFHQWO\�LQYHVWHG�KHDYLO\�LQWR�QHZ�WHFKQRORJLHV�ZKLOH�OLTXLGDWLQJ�DQWLTXDWHG�DVVHWV
WR�D�ODUJHU�H[WHQW�WKDQ�&]HFK�ILUPV��:H�FDQ�WKHQ�H[SHFW�WKDW�WKH�HIILFLHQF\�RI�WKH�VWRFN�RI�FDSLWDO�LQ
IRUHLJQ�ILUPV��PHDVXUHG��IRU�H[DPSOH��E\�RXWSXW�SHU�FDSLWDO�UDWLR��VKRXOG�EH�DERYH�DYHUDJH���7KLV
LV�LQGHHG�FRQILUPHG�LQ�WDEOH�����

7DEOH������6RPH�(IILFLHQF\�,QGLFDWRUV�RI�)LUPV�XQGHU�'LIIHUHQW�7\SHV�RI�2ZQHUVKLS�LQ�����
9DOXHV�DUH�LQ�&=.�RI�FXUUHQW�SULFHV

2ZQHUVKLS�JURXS 9DOXH
DGGHG
�9$�

LQ�PLO�&=.

9DOXH
DGGHG
�ODERXU
LQ�
���
&=.

9$�/�DV�D��
RI�WKH
QDWLRQDO
DYHUDJH

9DOXH
DGGHG
��FDSLWDO

LQ�PLO�&=.

9$�.�DV�
D���RI�WKH
QDWLRQDO
DYHUDJH

3ULYDWH ����� ��� ����� ���� ������

&R�RS ���� ��� ����� ���� ������
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)XOO\�)RUHLJQ ���� ��� ������ ���� ������

-RLQW�9HQWXUHV ����� ��� ������ ���� �����

0L[HG�2ZQHUVKLS ����� ��� ������ ���� �����

$OO�ILUPV ������ ��� ������ ���� ������

6RXUFH��&]HFK�6WDWLVWLFDO�2IILFH��GDWDEDVH�RI�HQWHUSULVHV������

8SRQ�REVHUYDWLRQ�RI�WDEOH������DQDO\VLV�RI�WKH�YDOXH�DGGHG�IXUWKHU�UHYHDOV�WKDW�WKH�HIILFLHQF\
RI�ODERXU�LQ�IRUHLJQ�ILUPV�LV�PXFK�KLJKHU�LQ�FRPSDULVRQ�WR�WKH�GRPHVWLF�ILUPV�WKDQ�LW�LV�LQ�WKH�FDVH
RI�WKH�HIILFLHQF\�RI�SK\VLFDO�FDSLWDO��,W�LV�HVSHFLDOO\�DSSDUHQW�LQ�WKH�FDVH�RI�MRLQW�YHQWXUHV�ZKHUH�WKH
YDOXH� DGGHG� SHU� XQLW� RI� FDSLWDO� LV� WKH� ORZHVW�� 7KLV� IHDWXUH� FDQ� EH� H[SODLQHG� E\� WKH� VXSHULRU
HQGRZPHQWV�RI�IRUHLJQ�ILUPV�LQ�FDSLWDO�DQG�E\�WKH�ODERXU�VDYLQJ�VWUDWHJLHV�RI�VXFK�ILUPV��,QGHHG�
WKH�IRUHLJQ�ILUPV�LQ�WKH�&]HFK�5HSXEOLF�KDYH�D�UHSXWDWLRQ�IRU�EHLQJ�PXFK�PRUH�LQFOLQHG�WR�VKHG
LQHIILFLHQW�ODERXU�WKDQ�GRPHVWLF�ILUPV��7KH�ODWWHU�XVXDOO\�VXIIHU�IURP�ODERXU�KRDUGLQJ��7R�LOOXVWUDWH�
WKH� KLJKHVW� 9$�.� LQGLFDWRU� LV� LQ� WKH� FR�RSV� ZKLFK� DUH� QRWRULRXVO\� ODFNLQJ� FDSLWDO�� 7KLV� LV



��

FRPSHQVDWHG�WKURXJK�WKH�XVH�RI��FKHDS��DQG�YHU\�LQHIILFLHQW��ODERXU��VHH�WDEOH�������7KH�FR�RSV�DUH
DOVR� NQRZQ� IRU� WKHLU� VWUDWHJ\� RI� ODERXU� KRDUGLQJ� ZKLFK� NHHSV� HPSOR\PHQW� KLJK�� EXW� KDUPV
HIILFLHQF\��

$V�WDEOH�����LQGLFDWHV��WKH�FDSLWDO�RXWSXW�UDWLR�LV�ORZHVW�LQ�IXOO\�IRUHLJQ�HQWHUSULVHV��7KLV
LQGLFDWHV�WKDW�FDSLWDO�LV�PRVW�HIILFLHQWO\�XVHG�LQ�WKLV�W\SH�RI�HQWHUSULVH��-RLQW�YHQWXUHV�KDYH�RQO\�D
VOLJKWO\�KLJKHU�.�4�UDWLR�WKDQ�&]HFK�SULYDWH�ILUPV��1HYHUWKHOHVV��ERWK�DUH�VWLOO�VLJQLILFDQWO\�EHORZ
WKH�QDWLRQDO�DYHUDJH�IRU�WKH�PDQXIDFWXULQJ�VHFWRU��+LJK�.�/�UDWLRV�LQ�ERWK�62(V��ZKLFK�SUDFWLFDOO\
DOO�EHFDPH�SULYDWH�RU��PL[HG��LQ������GXH�WR�WKH�YRXFKHU�SULYDWL]DWLRQ�VFKHPH��DQG�LQ�ILUPV�ZLWK
PL[HG�RZQHUVKLS�FOHDUO\�VKRZ�WKDW�HLWKHU�WKH�&]HFK�V\VWHP�RI�SULYDWL]DWLRQ��IRU�ERWK�GRPHVWLF�DQG
IRUHLJQ� RZQHUV��ZDV�ELDVHG� LQ� IDYRXU�RI� HQWHUSULVHV�ZLWK� ORZ�FDSLWDO� UHTXLUHPHQWV�SHU�XQLW� RI
SURGXFWLRQ��RU� WKH�EHKDYLRXU�RI�SURGXFHUV�LQ�SULYDWL]HG�ILUPV�FKDQJHG�LQ�VXFK�D�ZD\�WKDW� WKHLU
SK\VLFDO�FDSLWDO�VXGGHQO\�EHFDPH�PRUH�HIILFLHQW�

7DEOH������&DSLWDO�2XWSXW�5DWLR��3URGXFWLYLW\�DQG�5HYHQXH�SHU�8QLW�RI�/DERXU�
)LUPV�8QGHU�'LIIHUHQW�W\SHV�RI�2ZQHUVKLS�LQ�������9DOXHV�DUH�LQ�WKRXVDQG�&=.��FXUUHQW
SULFHV�

2ZQHUVKLS�JURXS &DSLWDO�
RXWSXW
UDWLR�.�4

2XWSXW�
ODERXU�4�/

4�/�DV�D��
RI��WKH
QDWLRQDO
DYHUDJH

6DOHV�
ODERXU

6DOHV�/�
DV�D���RI
WKH�QDWLRQDO�
DYHUDJH

3ULYDWH ���� ����� ����� ����� �����

&R�RS ���� ����� ����� ����� �����

62(V ���� ����� ������ ����� ������

)XOO\�)RUHLJQ ���� ������� ������ ������ ������

-RLQW�9HQWXUHV ���� ������� ������ ������ ������

0L[HG�2ZQHUVKLS ���� ����� ������ ����� ������

$OO�ILUPV ���� ����� ������ ����� ������

6RXUFH��&]HFK�6WDWLVWLFDO�2IILFH��GDWDEDVH�RI�HQWHUSULVHV������

,W�PD\�EH�XVHIXO�WR�SRVH�D�K\SRWKHVLV�UHJDUGLQJ�WKH�VLJQLILFDQW�GLIIHUHQFH�LQ�WKH�SHUIRUPDQFH
RI�&]HFK�ILUPV�XQGHU�GLIIHUHQW�W\SHV�RI�RZQHUVKLS��7KH�KLJK�HIILFLHQF\�RI�FDSLWDO��PHDVXUHG�DV�4�.�
XQGHU�IRUHLJQ�RZQHUVKLS�LV�PRVW�SUREDEO\�DFKLHYHG�GHVSLWH�WKH�IDFW�WKDW�WKHVH�ILUPV�DOVR�KDYH�KLJK
FDSLWDO�SHU�ODERXU��.�/��HQGRZPHQWV��VHH�WDEOH�������7KH�JUHDWHU�WKH�FDSLWDO��SHU�XQLW�RI�ODERXU�LQ
IRUHLJQ�ILUPV��WKH�PRUH�HIILFLHQWO\��VXFK�FDSLWDO��LV�XVHG��2Q�WKH�RWKHU�KDQG��WKH�GRPHVWLF�SULYDWH
ILUPV�DOVR�UHYHDO�D�KLJK�OHYHO�RI�FDSLWDO�HIILFLHQF\��7KLV��KRZHYHU��FRXOG�EH�DFKLHYHG�WKURXJK�LWV�ORZ
LQLWLDO�.�/�HQGRZPHQW��'RPHVWLF�SULYDWL]DWLRQ�LQ�WKH�VPDOO�DQG�PHGLXP�VL]HG�JURXSV�RI�ILUPV��H�J�
WKRVH�SULYDWL]HG�WKURXJK�UHVWLWXWLRQ�RU�WKH�ILUVW�ZDYH�RI�WKH�YRXFKHU�VFKHPH��FRXOG�KDYH�EHHQ�ELDVHG
LQ�IDYRXU�RI�ODERXU�LQWHQVLYH�SURGXFWLRQ�

7KH�SURGXFWLYLW\�RI�ODERXU�LQ�ILUPV�ZLWK�IRUHLJQ�FDSLWDO�LQYROYHPHQW�LV�PDUNHGO\�KLJKHU�WKDQ
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LQ�WKH�UHVW�RI�WKH�HFRQRP\��$V�WKH�SUHYLRXV�WDEOHV�KHOS�WR�H[SODLQ��WKLV�LV�GXH�WR�VXFK�ILUPV
�KLJK
HQGRZPHQWV�RI�FDSLWDO�DQG�DERYH�DYHUDJH�HIILFLHQF\�LQ�WKH�XVH�RI�FDSLWDO��$�VLPLODU�WUHQG�FDQ�EH
IRXQG�LQ�WKH�VDOHV�SHU�XQLW�RI�ODERXU�LQGLFDWRU��+RZHYHU��LW�VKRXOG�EH�QRWHG�WKDW�LQ�FRPSDULVRQ��DV
D�SHUFHQWDJH��WR�WKH�QDWLRQDO�DYHUDJH��WKH�ODWWHU�LV�KLJKHU�IRU�WKH�ERWK�W\SHV�RI�IRUHLJQ�ILUPV�WKDQ�IRU
WKH�SULYDWH�RU�62(�VHFWRUV��7KLV�PHDQV�WKDW�WKH�IRUHLJQ�ILUPV�FRXOG�ERRVW�WKHLU�UHYHQXHV�E\��VHOOLQJ
WKHLU�LQYHQWRULHV�ZKLOH�WKH�RWKHUV�DUH�EXLOGLQJ�XS�WKHLU�RZQ�LQYHQWRULHV�

7DEOH����� FRQILUPV� WKH�K\SRWKHVLV� WKDW� ILUPV�ZLWK�)',� DUH�SURQH� WR� UDSLG� UHVWUXFWXULQJ
WKURXJK� LQYHVWPHQWV� LQ�SK\VLFDO�FDSLWDO��7KHLU� VKDUH�RI� WKH� WRWDO� LQYHVWPHQW� LV�KLJKHU� WKDQ�� IRU
H[DPSOH��WKHLU�VKDUH�RI�JURVV�SURGXFWLRQ��,Q������DSSUR[LPDWHO\�RQH�ILIWK�RI�WKHLU�SK\VLFDO�FDSLWDO
ZDV�QHZO\�IRUPHG��ZKLOH�WKHLU�GRPHVWLF�FRPSHWLWRUV��RQ�DYHUDJH��ZHUH�VHULRXVO\�IDOOLQJ�EHKLQG�LQ
WKH�UHIXUELVKPHQW�UDFH��7KLV�VHHPV�WR�FRQILUP�WKH�K\SRWKHVLV�DQDO\]HG�E\�%HQg³HN��6KHPHWLOR�HW
DO���������WKDW�WKH�&]HFK�GRPHVWLF�ILUPV
�VWUDWHJ\�IRU�VXUYLYDO�LQ���������UHOLHG�RQ�OLYLQJ�RII�WKH
H[LVWLQJ�LQHIILFLHQW�DQG�FKHDSO\�DFTXLUHG�SK\VLFDO�FDSLWDO��$OWKRXJK�WKLV�VWUDWHJ\�PD\�KDYH�SURGXFHG
VRPH�DGGLWLRQDO��SURILW���UHFHLYHG�DW�WKH�H[SHQVH�RI�WKH�SDUWLDO�GHSOHWLRQ�RI��GHSUHFLDWLRQ�UHYHQXHV��
LW� ZDV� GHWULPHQWDO� WR� ORQJ�WHUP� GHYHORSPHQW�� ,Q� IDFW�� LW� HTXDOV� WKH� VKULQNLQJ� RI� VXFK� ILUPV

SURGXFWLRQ� FDSDFLWLHV� IRU� WKH� IXWXUH��7KH� ILUPV�DVVRFLDWHG�ZLWK�)',� WKXV� VKRZ�PXFK�PRUH
DJJUHVVLYH��PRUH�HIILFLHQW�DQG�PRUH�ORQJ�WHUP�RULHQWHG�GHYHORSPHQW��7KLV�LV�RQH�RI�WKH�FUXFLDO
GLVFRYHULHV�RI�WKH�VWXG\�DQG�DOVR�FDUULHV�LPSRUWDQW�SROLF\�LPSOLFDWLRQV�

7DEOH� ����� ,QYHVWPHQW� DQG� 'HEW� &KDUDFWHULVWLFV�� )LUPV� 8QGHU� 'LIIHUHQW� 2ZQHUVKLS� LQ� �����
9DOXHV�DUH�LQ�&=.��FXUUHQW�SULFHV�

2ZQHUVKLS�JURXS ,QYHVWPHQW
�,��VKDUH�
DV�D��

,���.
UDWLR�LQ��

,�/�LQ

����&=.

,�/�UDWLR�DV�D
��RI�WKH
QDWLRQDO
DYHUDJH

'HEW�SHU
HTXLW\�UDWLR

3ULYDWH ���� ��� �� ����� ���

&R�RS ��� ��� �� ����� ��

62(V ���� ��� �� ����� ��

)XOO\�)RUHLJQ ��� ���� ������ ������ ��

-RLQW�9HQWXUHV ���� ���� ������ ������ ���

0L[HG�RZQHUVKLS ���� ��� �� ����� ���

$OO�ILUPV ����� ��� �� ������ ��

6RXUFH��&]HFK�6WDWLVWLFDO�2IILFH��GDWDEDVH�RI�HQWHUSULVHV������

7KH�KLJK�OHYHO�RI�LQYHVWPHQW�LQWR�SK\VLFDO�FDSLWDO�LQ�WKH�ILUPV�UHFHLYLQJ�)',�LV�DOVR�UHIOHFWHG
LQ�WKHLU�OHYHO�RI�LQYHVWPHQW�SHU�XQLW�RI�ODERXU�LQ�YDOXH�WHUPV��ZKLFK�LV�PRUH�WKDQ�IRXU�IROG�ZKHQ
FRPSDUHG�ZLWK� LQYHVWPHQWV� E\� GRPHVWLF� ILUPV�� 7KH� ODVW� FROXPQ� LQ� WKH� WDEOH� GHSLFWV� KRZ� WKH
LQYHVWPHQWV��DQG�RWKHU�LQSXWV��KDYH�EHHQ�ILQDQFHG��-RLQW�YHQWXUHV�DUH�JHQHUDOO\�PXFK�PRUH�LQ�GHEW
WKDQ�GRPHVWLF�ILUPV��7KLV�PHDQV�WKDW�LQ�DGGLWLRQ�WR�IXQGV�EURXJKW�LQ�E\�WKH�IRUHLJQ�SDUWQHU��WKHUH
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ZHUH�PRUH�IXQGV�ERUURZHG�IURP�EDQNV��7KLV�DOVR�UHYHDOV�D�IXUWKHU�DGYDQWDJH�RI�IRUHLJQ�RZQHUVKLS
RU�SDUWQHUVKLS��WKH�)',�ILUPV�KDYH�HDVLHU�DFFHVV�WR�ORDQV�EHFDXVH�WKHVH�ILUPV�KDYH�ERWK�JUHDWHU�FUHGLW
DQG�HDVLHU�DFFHVV�WR�JXDUDQWHHV��H�J��WKURXJK�WKHLU�IRUHLJQ�SDUWQHU��

7DEOH�������:DJHV�DQG�([SRUW�3HUIRUPDQFH�E\�)LUPV�8QGHU�'LIIHUHQW�7\SHV�
RI�2ZQHUVKLS�LQ�������0DQXIDFWXULQJ�RQO\��9DOXHV�DUH�LQ�FXUUHQW�SULFHV�

2ZQHUVKLS�JURXS $YHUDJH
PRQWKO\

ZDJH�LQ�&=.

0RQWKO\�ZDJH
DV�D��
RI�WKH�WRWDO

$QQXDO
ODERXU�FRVWV
LQ�86'��

([SRUW�
VDOHV�
DV�D��

3ULYDWH ���� ���� ����� �����

&R�RS ���� ���� ����� �����

62(V ���� ����� ����� �����

)XOO\�)RUHLJQ ���� ����� ����� �����

-RLQW�9HQWXUHV ���� ����� ����� �����

0L[HG�2ZQHUVKLS ���� ����� ����� �����

$OO�ILUPV ���� ����� ����� �����

6RXUFH��&]HFK�6WDWLVWLFDO�2IILFH��GDWDEDVH�RI�HQWHUSULVHV������
��5HPDUN��7KH�DQQXDO�ODERXU�FRVWV�LQ�86'�LQFOXGH�DQQXDO�ZDJHV��SOXV�VRFLDO�VHFXULW\�DQG�KHDOWK
LQVXUDQFH�SDLG�E\�WKH�HPSOR\HU�

$V�WDEOH�����GHVFULEHV��WKH�KLJKHU�ODERXU�SURGXFWLYLW\�LQ�WKH�IRUHLJQ�ILUPV�LV�UHIOHFWHG�LQ�WKHLU
KLJKHU�DYHUDJH�ZDJHV��7KH�OHDG�RI�����E\�WKH�MRLQW�YHQWXUHV�RYHU�WKH�&]HFK�SULYDWH�ILUPV�LV�D
VLJQLILFDQW�DWWUDFWLRQ�IRU�WKH�ORFDO�ZRUNHUV��7KHUHIRUH��WKH�IRUHLJQ�ILUPV�DUH�DEOH�WR�DWWUDFW�PRUH
VNLOOHG�ZRUNHUV��WKRXJK�WKH\�GR�QRW�SD\�WKHP�SURSRUWLRQDOO\�WR�WKH�PXFK�JUHDWHU�GLIIHUHQFHV�LQ�WKHLU
DYHUDJH�ODERXU�SURGXFWLYLW\��$W�WKH�VDPH�WLPH��WKH�IRUHLJQ�ILUPV�VHHP�WR�EH�PRUH�OHYHUDJHG�RQ�WKH
FDSLWDO�LQYHVWPHQW�VLGH��7KXV��HVSHFLDOO\�LQ�MRLQW�YHQWXUHV��WKH�KLJKHU�FDSLWDO�DQG�ODERXU�FRVWV�FDQ
PRUH�WKDQ�FRPSHQVDWH�IRU�WKH�KLJKHU�HIILFLHQF\�RI�ERWK�WKH�ODERXU�DQG�WKH�FDSLWDO��7KLV�LPSDFW�FDQ
H[SODLQ�WKHLU�ORZ�SURILWDELOLW\��7KH�DGYDQWDJH�IRU�PDQ\�&]HFK�ILUPV�LV�LQ�WKHLU�YHU\�ORZ�H[SHFWHG
UDWHV�RI�UHWXUQ�RQ�SK\VLFDO�FDSLWDO��IRU�PRUH�H[SODQDWLRQ�VHH�%HQg³HN��6KHPHWLOR�HW�DO��>����@���7KH
ODVW�FROXPQ�RI�WDEOH�����VKRZV�WKDW�H[SRUW�RULHQWDWLRQ�LQ�WKH�MRLQW�YHQWXUHV�LV�YHU\�KLJK��)LUPV�XQGHU
IXOO�IRUHLJQ�RZQHUVKLS�GR�QRW�VHHP�WR�GLIIHU�IURP�WKH�QDWLRQDO�DYHUDJH�LQ�WKDW�UHVSHFW���&]HFK�SULYDWH
ILUPV��RQ�WKH�RWKHU�KDQG��VKRZ�WKHLU�VDOHV�WR�EH�RULHQWDWHG�WRZDUGV�WKH�GRPHVWLF�PDUNHW�

7DEOH�����GHDOV�PRUH�FORVHO\�ZLWK�ODERXU�FRVWV�DQG�WKH�GLIIHUHQFH�LQ�ZDJHV�IRU�DOO�ILUPV��L�H�
QRW�RQO\�IRU�PDQXIDFWXULQJ�DV�LQ�WKH�SUHYLRXV�WDEOH���$V�VKRZQ��GLUHFW�JURVV�ZDJHV�DUH�QRW�WKH
H[FOXVLYH�FRVWV�LQFXUUHG�E\��HPSOR\HUV�DQG�ZRUNHUV��6LPLODUO\��WKH�VKDUH�RI�GLUHFW�QHW�ZDJHV�RQ�WRWDO
SHUVRQDO�GLVSRVDEOH�LQFRPH�KDV�EHFRPH�OHVV�LPSRUWDQW�RYHU�WKH�ODVW�WKUHH�\HDUV��,W�ZDV�REVHUYHG�
RQ�DYHUDJH��WKDW�QHW�ZDJHV�UHSUHVHQW�RQO\�KDOI��RU�HYHQ�OHVV��RI�GLVSRVDEOH�LQFRPH��7KH�UROH�RI
LQWHUHVW��GLYLGHQGV��UHQWV�DQG�YDULRXV�IULQJH�EHQHILWV�IURP�DIWHU�MRE�DFWLYLWLHV�KDV�JURZQ�HQRUPRXVO\
EHWZHHQ������DQG�������7KH�UROH�RI�GLUHFW�ZDJHV�DV�DQ�LQFHQWLYH�KDV�WKXV�VKDUSO\�GHFUHDVHG��:LWK
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����LQIODWLRQ�WKH�QRPLQDO�SD\UROO�ULVH�RI���������DERYH�WKH�DYHUDJH�LV�QRW�FRQVLGHUHG�VXIILFLHQW
LQFHQWLYH�IRU�WKH�ZRUNHUV�WR�FKDQJH�WKHLU�VRFLDOLVW�ZRUN�KDELWV��,Q�IDFW��VLPLODU�SD\�UDLVHV�KDYH�WDNHQ
SODFH�VLQFH�������7KHLU�LPSDFW�RQ�WKH�HFRQRP\�KDV�FDXVHG�PRUH�LQIODWLRQDU\�SUHVVXUH�WKDQ�LQFUHDVHG
SURGXFWLYLW\��$Q�LQFUHDVH�LQ�ZDJHV�RI�PRUH�WKDQ������DV�LQWURGXFHG�E\�PDQ\�IRUHLJQ�FRPSDQLHV�
ZRXOG�EH�SURKLELWLYHO\�FRVWO\�WR�WKH�YDVW�PDMRULW\�RI�ORFDO�ILUPV�DQG�ZRXOG�GHSOHWH�WKHLU�IDOOLQJ
SURILWV�HYHQ�IXUWKHU�

7DEOH������0RQWKO\�ODERXU�FRVWV�LQ�WKH�&]HFK�5HSXEOLF�LQ�������$OO�LQGXVWULHV�
$YHUDJHV�LQ�&=.�SHU�HPSOR\HH�IRU�JURVV�ZDJHV�EHIRUH�LQFRPH�WD[

7\SH�RI�ILUPV 7RWDO
ODERXU
FRVWV

'LUHFW
ZDJHV

6KDUH�RI
ZDJHV�RI�WRWDO
/�FRVWV�DV�D��

2WKHU
SHUVRQDO
EHQHILWV

,QVXUDQFHD

1DWLRQDO�DYHUDJH ����� ���� ����� ����� �����

$OO�GRPHVWLF�SULYDWH�ILUPV ���� ���� ����� ��� �����

3ULYDWH�ZLWK������ZRUNHUV ����� ���� ����� ��� ����

62(V ����� ���� ����� ����� �����

IRUHLJQ�ILUPV ����� ����� ����� ����� �����

D�,QVXUDQFH�SD\PHQWV�LQFOXGH�FRPSXOVRU\�VRFLDO�DQG�KHDOWK�LQVXUDQFH�SD\PHQWV�E\�HPSOR\HUV�
6RXUFH�� (QWHUSULVH� 6WDWLVWLFV� RI� WKH� &]HFK� 6WDWLVWLFDO� 2IILFH�� ����� �DOO� LQGXVWULDO� ILUPV� H[FHSW
EDQNLQJ��

)RUHLJQ�HQWHUSULVHV�LQ�WKH�QRQ�ILQDQFLDO�VHFWRU�KDYH�KLJKHU�DYHUDJH�ZDJHV�WKDQ�WKRVH�LQ
&]HFK�HQWHUSULVHV�E\�RYHU������7KH�ZDJH�DGYDQFH�LQ�IRUHLJQ�ILUPV�RXWVLGH�WKH�PDQXIDFWXULQJ�VHFWRU
LV�HYHQ�PRUH�VWULNLQJ��7KH�KLJKHU�VDODULHV�UHIOHFW�KLJKHU�ODERXU�SURGXFWLYLW\�LQ�IRUHLJQ�ILUPV��)RUHLJQ
ILUPV�DUH�WKXV�DEOH�WR�DWWUDFW�PRUH�VNLOOHG�ZRUNHUV�DQG�PDQDJHUV��7KHLU�OHDG�LQ�WKH�KXPDQ�FDSLWDO
HQGRZPHQW�ZLOO�WKXV�EH�VXVWDLQHG�

2QH�RI�WKH�PRVW�GDPDJLQJ�OHJDFLHV�RI�WKH�FRPPXQLVW�SDVW�LV�WKH�GHYDVWDWLRQ�RI�ZRUNHUV

PRUDOH��7KH�FRQWLQXLQJ�YHU\�ORZ�OHYHO�RI�XQHPSOR\PHQW�LQ�WKH�&]HFK�5HSXEOLF��VXVWDLQHG�E\�D
FRPELQDWLRQ�RI�LQHIIHFWLYH�EDQNUXSWF\�ODZV���EDLO�RXWV�RI�LQGHEWHG�FRPPHUFLDO�EDQNV��DQG��ODERXU
KRDUGLQJ�WHQGHQFLHV�LQ�ODUJH�&]HFK�ILUPV��LV�QRW�SUHVVLQJ�WKH�QHHG�IRU�FKDQJH�LQ�ZRUNHUV
�GLVFLSOLQH�
7KH�XQHPSOR\PHQW� UDWH�RI������ LQ������ IRU� D� FRXQWU\�XQGHUJRLQJ� LQWHQVLYH� WUDQVLWLRQ� HTXDOV
SUDFWLFDOO\�IXOO�HPSOR\PHQW��$GRSWLQJ�PRUH�IOH[LEOH�ZDJH�LQFHQWLYHV�ZRXOG�JUHDWO\�LPSURYH�WKH
VLWXDWLRQ��+RZHYHU��VXFK�LQFHQWLYHV
�LPSDFW�RQ�SHUIRUPDQFH�DQG�GLVFLSOLQH�FUXFLDOO\�GHSHQGV�RQ�WKH
VWUHQJWK�RI�QHJDWLYH�DOWHUQDWLYHV��8QHPSOR\PHQW�VKRXOG�EHFRPH�D�GHWHUUHQW��7KURXJKRXW�WKH�&]HFK
WUDQVLWLRQ��WKH�WUDQVDFWLRQ�FRVW�RI�ILQGLQJ�D�QHZ�HPSOR\HH�LV�RIWHQ�VLJQLILFDQWO\�KLJKHU�WKDQ�WKH
WUDQVDFWLRQ�FRVW�RI�ILQGLQJ�D�QHZ�HPSOR\HU��7KH�ULJLGLW\�RI�WKH�&]HFK�ODERXU�PDUNHW�LV�RQH�RI�WKH
PRVW�LPSRUWDQW�EDUULHUV�KLQGHULQJ�)',�SHQHWUDWLRQ��7KLV�KDV�RWKHU�LPSOLFDWLRQV�DV�ZHOO�

7KH�SUREOHPV�ZLWK�WKH�&]HFK�ODERXU�PDUNHW�DUH�QRW�RQO\�WKDW�WKH�ZDJHV�DUH�ULVLQJ�IDVWHU�WKDQ
SURGXFWLYLW\��ZRUNHUV�H[SHFW�D�VRIW��UHJXODU���KRXU�VKLIW��RU�WKDW�ZRUNHUV�ODFN�WKH�SURSHU�HGXFDWLRQ
RU�VNLOOV��(YHQ�PRUH�GDPDJLQJ�D�ODFN�RI�ZRUNHUV
�LGHQWLILFDWLRQ�ZLWK�WKHLU�MRE�DQG�ZLWK�WKHLU�ILUP�
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:RUNHUV�DUH�QRW�DFFXVWRPHG�WR�FRRSHUDWLQJ�ZLWK�WKHLU�ERVVHV�LQ�DQ�LQIRUPDO�ZD\��DQG�DUH�DYHUVH�WR
WDNLQJ�ULVNV�� LQLWLDWLYH�RU�SHUVRQDO� UHVSRQVLELOLW\��3ULYDWH�SURSHUW\� LV�VWLOO�JHQHUDOO\� WUHDWHG� LQ�D
QHJOLJHQW�RU�SHUVRQDOO\�XWLOLWDULDQ�ZD\��VLPLODU�WR�KRZ�WKH�SHRSOH�XVHG�WR�WUHDW�SXEOLF�SURSHUW\�GXULQJ
WKH�&RPPXQLVW�SDVW��7KLV�PHDQV�WKDW�&]HFK�ODERXU�RIWHQ�ODFNV�WKDW�HVVHQWLDO�FRRSHUDWLYH�VSLULW�
PRWLYDWLRQ�DQG�OR\DOW\�UHTXLUHG�E\�WKH�PRGHUQ�RUJDQL]DWLRQ�RI�EXVLQHVV�

7DEOH������/DERXU�&RVWV�LQ�'ROODUV�LQ�9DULRXV�&RXQWULHV�SHU�+RXU�LQ�����

&RXQWU\ 7RWDO�ODERXU
FRVWV

'LUHFW�ZDJH 2WKHU�ODERXU
�FRVWV�


:HVW�*HUPDQ\ ���� ���� ����

$XVWULD ���� ���� ����

)UDQFH ���� ���� ���

86$ ���� ���� ���

%ULWDLQ ���� ���� ���

6SDLQ ���� Q�D� Q�D�

3RUWXJDO ��� Q�D� Q�D�

&]HFK�5HS����IRUHLJQ�ILUPV ��� ��� ���

&]HFK�5HS����GRPHVWLF�ILUPV ��� ��� ���

6RXUFH��+RVSRGgÎVNk�QRYLQ\���0D\����������S����DQG�SHUVRQDO�HVWLPDWHV�

�2WKHU�ODERXU�FRVWV�LQFOXGH�FRQWULEXWLRQV�WR�VRFLDO�VHFXULW\��KHDOWK�LQVXUDQFH��KROLGD\�VXSSOHPHQWV�
HWF�
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