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$8675,$´� 8QLYHUVLW\ RI 1HZ 2UOHDQV� 0D\ ���� ����� 7KDQNV DUH GXH WR *�QWHU %LVFKRI IRU

VHYHUDO KHOSIXO GLVFXVVLRQV RQ 0DUVKDOO 3ODQ LVVXHV� DQG WR 5XGL :LQWHU�(EPHU DQG +HUEHUW

0DWLV IRU FRPPHQWLQJ RQ WKH ILUVW YHUVLRQ� 7KH VLPXODWLRQ UHVXOWV UHSRUWHG RQ LQ WKH ILQDO SDUW

RI WKH SDSHU JR EDFN WR D UHVHDUFK SURMHFW HQWLWOHG ³7KH (FRQRPLF &RQVHTXHQFHV RI (8
V

(DVWHUQ (QODUJHPHQW´� FRQGXFWHG XQGHU WKH DXVSLFHV RI WKH ,QVWLWXWH IRU $GYDQFHG 6WXGLHV�

9LHQQD� DQG IXQGHG E\ WKH .UHLVN\ )RUXP IRU ,QWHUQDWLRQDO 'LDORJXH DV ZHOO DV WKH $XVWULDQ

*RYHUQPHQW�



$EVWUDFW

$JDLQVW WKH EDFNJURXQG RI WKH ��WK DQQLYHUVDU\ RI WKH 0DUVKDOO 3ODQ� WKLV SDSHU DGGUHVVHV WKH

LVVXH RI :HVWHUQ DLG IRU &HQWUDO DQG (DVW (XURSHDQ FRXQWULHV LQ WUDQVLWLRQ� %DVHG RQ D FULWLFDO

UHYLHZ RI WKH SULQFLSDO DUJXPHQWV IRU IRUHLJQ DLG� HPSKDVL]LQJ D GLVWLQFWLRQ EHWZHHQ

KXPDQLWDULDQ DQG HIILFLHQF\ DUJXPHQWV DQG GUDZLQJ RQ UHFHQW UHVHDUFK RQ WKH HFRQRPLF

HIIHFWV RI WKH 0DUVKDOO 3ODQ� , DUJXH WKDW� GHVSLWH (DVWHUQ SURJUHVV� FRQGLWLRQDO :HVWHUQ

(XURSHDQ DLG PD\ VWLOO EH D VHQVLEOH SROLF\ RSWLRQ� , WKHQ LGHQWLI\ GLIIHUHQFHV EHWZHHQ SRVW�

ZDU :HVWHUQ (XURSH DQG (DVWHUQ (XURSH LQ WKH ����V DQG H[SORUH WKHLU LPSOLFDWLRQV IRU ³1HZ

0DUVKDOO 3ODQ´ SURSRVDOV IRU WKH (DVW� 7KH SDSHU WKHQ LQYHVWLJDWHV ZKHWKHU DQ (DVWHUQ

(QODUJHPHQW RI WKH (8 FRQVWLWXWHV D UHDVRQDEOH DLG SDFNDJH� ,W GHVFULEHV WKH UHOHYDQW

HOHPHQWV RI WKLV SDFNDJH� LQFOXGLQJ HVWLPDWHV RI WKH DPRXQW RI WUDQVIHU SD\PHQWV LQYROYHG�

)LQDOO\� GUDZLQJ RQ DQ DSSOLHG JHQHUDO HTXLOLEULXP PRGHO IRU $XVWULD� WKH SDSHU SUHVHQWV

HYLGHQFH WKDW� FRQWUDU\ WR ZLGHVSUHDG FRQFHUQ� DQ (DVWHUQ (QODUJHPHQW PD\ EH

DGYDQWDJHRXV DOVR IRU LQFXPEHQW (8 FRXQWULHV� WKXV VXEVWDQWLDWLQJ WKH HIILFLHQF\ DUJXPHQW�

RXWOLQHG LQ WKH EHJLQQLQJ� ZKLFK KROGV WKDW FRQGLWLRQDO DLG PD\ EHQHILW ERWK WKH UHFLSLHQW DQG

WKH GRQRU FRXQWU\�

.H\ZRUGV� 0DUVKDOO 3ODQ� &HQWUDO DQG (DVWHUQ (XURSH� (FRQRPLHV LQ WUDQVLWLRQ� (XURSHDQ

8QLRQ� )RUHLJQ DLG� (FRQRPLF LQWHJUDWLRQ

-(/ FODVVLILFDWLRQ� &��� '��� )��� )��� 1��
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:KHQ VHYHUDO FRXQWULHV LQ &HQWUDO DQG (DVWHUQ (XURSH �&((� HPEDUNHG RQ D SDWK RI V\VWHPLF

WUDQVIRUPDWLRQ LQ �������� LW VRRQ EHFDPH HYLGHQW WKDW WKHLU LQLWLDO FRQGLWLRQV ZHUH H[WUHPHO\

EDG� DQG FDWFKLQJ XS WR :HVWHUQ�(XURSHDQ LQFRPH OHYHOV ZRXOG EH D ORQJ DQG SDLQIXO SURFHVV�

3HRSOH IHOW GHSULYHG RI FKHULVKHG VDIHW\ QHWV DQG ZHUH IDFHG ZLWK D KLWKHUWR XQNQRZQ GHJUHH DQG

NLQG RI XQFHUWDLQW\� ZKLOH SROLF\ PDNHUV ZHUH FRQIURQWHG ZLWK WKH IRUPLGDEOH WDVN RI NHHSLQJ

VRFLHW\ RQ D VXVWDLQDEOH WUDFN RI UHIRUP ZKLFK VRRQ WXUQHG RXW WR LQIOLFW VLJQLILFDQW LQFRPH ORVVHV�

7KHUH ZDV YHU\ OLWWOH KHOS IURP KLVWRULFDO H[SHULHQFH RQ ZKLFK WR GUDZ� RU ILUP WKHRUHWLFDO

NQRZOHGJH RQ ZKLFK WR UHO\� $GGLQJ WR DOO RI WKLV WKH VLPSOH IDFW WKDW SHRSOH KDG PHDQZKLOH

WXUQHG LQWR D WUXH HOHFWRUDWH� WUDQVIRUPDWLRQ FHUWDLQO\ ZDV D ULVN\ HQGHDYRU�

,I DOO RI WKLV KDG KDSSHQHG RQ D JURXS RI IDU�DZD\ LVODQGV� LW ZRXOG SUREDEO\ QRW KDYH FDXJKW

WRR PXFK RI RXU DWWHQWLRQ� 7KH IDFW� KRZHYHU� WKDW LW WRRN SODFH DW WKH YHU\ IURQWLHU RI WKH &ROG

:DU PDGH LW D ZRUOG HYHQW RI PDMRU LPSRUWDQFH� LQ SDUWLFXODU IRU :HVWHUQ (XURSH� )RU

KXPDQLWDULDQ UHDVRQV DQG PDQLIROG :HVWHUQ VHOI�LQWHUHVW DOLNH� WKH :HVW FRXOG QRW VLPSO\ WDNH D

EDFNVHDW DQG OHW WKLQJV JR WKHLU ZD\ LQ WKH (DVW� %XW ZKDW VKRXOG LW GR" 2Q WKH RQH KDQG LW LV WUXH

WKDW WKH H[SHULPHQW RI V\VWHPLF WUDQVIRUPDWLRQ RQ VXFK D JUDQG VFDOH ZDV SUHWW\ PXFK XQLTXH�

2Q WKH RWKHU KDQG� JURXSV RI FRXQWULHV WU\LQJ WR FDWFK XS IURP EDG LQLWLDO FRQGLWLRQV LV E\ QR

PHDQV ZLWKRXW SUHFHGHQFH LQ KLVWRU\� $IWHU DOO� LW LV WKH SHUHQQLDO FRQFHUQ RI GHYHORSPHQW SROLF\�

DQG :HVWHUQ (XURSH KDG LWVHOI EHHQ LQ VXFK D FDWFKLQJ�XS SRVLWLRQ DIWHU :RUOG�:DU�,,� ,Q DOO VXFK

FDVHV� LQWHUQDWLRQDO DLG KDG EHHQ DQ LQWHJUDO SDUW RI WKH VWUDWHJLHV DGRSWHG� +HQFH� WKH LVVXH RI

DLG ZDV ERXQG WR FRPH RQ WKH DJHQGD DOVR IRU SRVW�FRPPXQLVW &HQWUDO DQG (DVWHUQ (XURSH� )RU

UDWKHU REYLRXV UHDVRQV� D TXHVWLRQ RIWHQ UDLVHG LV ZKHWKHU WKHUH ZDV � RU VWLOO LV � D FDVH IRU D QHZ

0DUVKDOO 3ODQ LQLWLDWLYH IRU (DVWHUQ (XURSH� ,QGHHG� RQH PLJKW HYHQ DUJXH WKDW WKH EHQHILFLDULHV RI
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WKH RULJLQDO 0DUVKDOO 3ODQ DLG QRZ KDYH D PRUDO REOLJDWLRQ WR VWHS LQ ZLWK DLG� WKXV IDFLOLWDWLQJ D

EHODWHG FRUUHFWLRQ RI WKH <DOWD FRQIHUHQFH�

2EOLJDWLRQ RU QRW� LI WKH 0DUVKDOO 3ODQ ZDV VXFFHVVIXO IRU SRVW�:RUOG�:DU�,, :HVWHUQ (XURSH�

PLJKW LW QRZ VHUYH DV D XVHIXO PRGHO IRU :HVWHUQ DLG WR WKH SRVW�FRPPXQLVW (DVW" 1RW DOO

REVHUYHUV KDYH FRPH XS ZLWK DQ DIILUPDWLYH DQVZHU� HYHQ LQ WKH HDUO\ QLQHWLHV� $QG QRZ� DOPRVW

WHQ \HDUV DIWHU WKH RQVHW RI WUDQVIRUPDWLRQ� WKH PLVJLYLQJV QR GRXEW KDYH LQFUHDVHG� 2YHUDOO� RQH

PLJKW DUJXH� WUDQVIRUPDWLRQ ZHQW UHDVRQDEO\ ZHOO� DQG WKH JORRP\ SLFWXUH VWDUWV JHWWLQJ

EULJKWHQHG E\ VXFFHVV VWRULHV RQ EXVLQHVV IRUPDWLRQ DQG JURZWK� %LJ GLIIHUHQFHV EHWZHHQ

LQGLYLGXDO &(( FRXQWULHV QRWZLWKVWDQGLQJ� RQH PD\ WKHUHIRUH EH WHPSWHG WR IRUHJR WKH FRQFOXVLRQ

WKDW DW WKLV VWDJH D ³1HZ 0DUVKDOO 3ODQ´ IRU WKHVH FRXQWULHV IXQGHG E\ :HVWHUQ (XURSH KDV QR

SODFH LQ D ZHOO�JXLGHG VWUDWHJ\� 7KLV SDSHU WDNHV D FORVHU ORRN DW YDULRXV DVSHFWV SHUWDLQLQJ WR

WKLV LVVXH� 6SHFLILFDOO\� VHFWLRQ � RIIHUV D FULWLFDO UHYLHZ RI SULQFLSOH DUJXPHQWV WKDW RQH FDQ SXW

IRUZDUG LQ IDYRU RI :HVWHUQ DLG IRU (DVWHUQ (XURSH� SODFLQJ GXH HPSKDVLV RQ WKH GLVWLQFWLRQ

EHWZHHQ KXPDQLWDULDQ DQG HIILFLHQF\ UHDVRQV� DQG GUDZLQJ RQ UHFHQW HFRQRPLF UHVHDUFK RQ WKH

0DUVKDOO 3ODQ� ,Q VHFWLRQ �� , VKDOO WKHQ KLJKOLJKW VRPH YDULRXV GLIIHUHQFHV EHWZHHQ WKH SUHVHQW

SRVLWLRQ RI WKH &((&V DQG WKH SRVW�:RUOG�:DU�,, VLWXDWLRQ DQG H[SORUH WKHLU SRWHQWLDO LPSOLFDWLRQV

LQ WKH FRQWH[W RI 0DUVKDOO�3ODQ�W\SH :HVWHUQ KHOS IRU &((&V� 7KLV ZLOO EH IROORZHG D GHWDLOHG

GLVFXVVLRQ RI WKH LGHD� VRPHWLPHV FRPLQJ XS LQ SROLF\ GHEDWHV� WKDW DQ (DVWHUQ HQODUJHPHQW RI

WKH (8 LQYROYHV FHUWDLQ NH\ SDUDOOHOV WR WKH 0DUVKDOO 3ODQ� 0RUH VSHFLILFDOO\� VHFWLRQ � EULHIO\

FKDUDFWHUL]HV (8 DFFHVVLRQ IURP DQ (DVWHUQ QHZFRPHU¶V SHUVSHFWLYH� ZLWK VSHFLDO HPSKDVLV RQ WKH

SRWHQWLDO DPRXQW RI WUDQVIHUV UHFHLYHG� LQ FRPSDULVRQ ZLWK WKH 0DUVKDOO 3ODQ IXQGV WKDW :HVWHUQ

(XURSH KDV EHQHILWHG IURP ILIW\ \HDUV DJR� 6HFWLRQ � WKHQ UHWXUQV WR D SULQFLSOH DUJXPHQW IRU DLG

H[SRXQGHG LQ JHQHUDO WHUPV LQ VHFWLRQ �� YL]� WKDW DLG PD\ EH EHQHILFLDO WR WKH GRQRU FRXQWU\ LI

WLHG WR WUDGH OLEHUDOL]DWLRQ PHDVXUHV� 5HO\LQJ RQ D VLPXODWLRQ PRGHO IRU WKH $XVWULDQ HFRQRP\� ,

VKDOO SUHVHQW HPSLULFDO VXSSRUW IRU WKLV FODLP� 6HFWLRQ � FORVHV WKH SDSHU E\ D EULHI VXPPDU\�
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��� +HOSLQJ WR FDWFK XS� WKH VLPSOH PHFKDQLFV RI JURZWK

7KH PRVW REYLRXV DUJXPHQW IRU LQWHUQDWLRQDO DLG LQ D FDWFKLQJ�XS VLWXDWLRQ LV KXPDQLWDULDQ LQ

QDWXUH� RIIHULQJ KHOS WR GLVDGYDQWDJHG SHRSOH� $QHFGRWDO HYLGHQFH IURP LQGLYLGXDO VXFFHVV VWRULHV

FDQ HDVLO\ OHDG RQH WR IRUJHW MXVW KRZ ELJ WKH LQFRPH JDS EHWZHHQ (DVWHUQ (XURSH DQG WKH :HVW

VWLOO LV� 7DEOH � JLYHV DQ LGHD RI WKH ³GLVWDQFH´ RI VRPH RI WKH SRWHQWLDO &(( (8�FDQGLGDWHV IURP

WKH (8�DYHUDJH LQ ����� (YHQ WKH PRVW DGYDQFHG FRXQWULHV H[KLELW D PRUH WKDQ �� SHUFHQW

LQFRPH JDS� DQG %XOJDULD WUDLOV WKH OLVW ZLWK D SHU�FDSLWD *'3 ZKLFK LV D PHUH �� SHUFHQW RI WKH

(8�DYHUDJH� 3RODQG ZKLFK KDV UHFHQWO\ EHHQ SUDLVHG DV D KLJK JURZWK SHUIRUPHU VWLOO ODJV EHKLQG

E\ DV PXFK DV �� SHUFHQW� 7UXH� WKHVH JDSV DUH VWLOO VPDOO FRPSDUHG WR PDQ\ WKLUG ZRUOG

FRXQWULHV� %XW� DV SRLQWHG RXW E\ 0XUUHOO ������� ZKDW PDNHV WKLV D VSHFLDO FDVH LV WKDW VRPH RI

WKHVH FRXQWULHV ZHUH LQ SRVLWLRQV TXLWH VLPLODU WR (8 FRXQWULHV QR PRUH WKDQ �� \HDUV DJR� $Q

H[DPSOH KHUH LV $XVWULD DQG +XQJDU\ LQ WKH ����V� 1RU ZLOO WKHVH JDSV EH FORVHG YHU\ TXLFNO\ E\

JURZWK GLIIHUHQWLDOV� )RU WKH VDNH RI D TXLFN QXPHULFDO H[DPSOH ZH PD\ GUDZ RQ WDEOH � DQG

DVVXPH �YHU\ RSWLPLVWLFDOO\� WKDW 3RODQG FRQWLQXHV WR JURZ DW D UDWH RI ��� SHUFHQW S�D�� ZKLOH

JURZWK LQ WKH (8 UHPDLQV DW ��� SHUFHQW RQ DYHUDJH� 7KH JDS ZRXOG WKHQ EH QDUURZHG IURP ��

SHUFHQW WR DERXW ���� SHUFHQW LQ �� \HDUV� DQG LW ZRXOG WDNH DV PXFK DV �� \HDUV IRU WKH JDS WR

EH QDUURZHG WR OHVV WKDQ �� SHUFHQW ZKLFK� LQ WXUQ� LV WKH ODUJHVW LQFRPH JDS SUHVHQWO\

REVHUYDEOH ZLWKLQ WKH (8 �IRU *UHHFH��

0LJKW DLG PDNH D ELJ GLIIHUHQFH" 1RW LI FDWFKLQJ�XS ZRUNV RQO\ WKURXJK WKH QHRFODVVLFDO

PHFKDQLFV RI JURZWK� )LUVW RI DOO� ZH VKRXOG QRW H[SHFW FRXQWULHV WR FDWFK XS WR D FRPPRQ OHYHO RI

LQFRPH� HYHQ LQ WKH YHU\ ORQJ UXQ� 7KH\ PD\ GLIIHU LQ WKHLU ORQJ�UXQ HTXLOLEULXP OHYHOV RI LQFRPH�

LQ ZKLFK FDVH WKH QRWLRQ RI FDWFKLQJ�XS PDNHV VHQVH RQO\ ZLWK UHVSHFW WR DQ LQGLYLGXDO FRXQWU\
V

ORQJ UXQ �VWHDG\ VWDWH� LQFRPH OHYHO� QRW LQ WKH VHQVH RI DQ LQWHUQDWLRQDO FRPSDULVRQ� :KLOH WKLV LV



�

DQ LPSRUWDQW SRLQW LQ SULQFLSOH� LW LV QRW FOHDU D SULRUL ZK\ WKH &((&V VKRXOG KDYH ORZHU ORQJ UXQ

LQFRPH OHYHOV WKDQ :HVWHUQ (XURSHDQ FRXQWULHV� OHW DORQH WR SLQ GRZQ WKH GLIIHUHQFH LQ WHUPV RI

QXPEHUV� 0RUHRYHU� MXGJLQJ IURP :HVWHUQ FRXQWULHV H[SHULHQFH� FRQYHUJHQFH WR D FRXQWU\
V RZQ

VWHDG\ VWDWH LV OLNHO\ WR EH D UDWKHU VORZ SURFHVV��

,Q DQ\ FDVH� WKH TXHVWLRQ FRPLQJ XS QH[W LV ZKHWKHU DLG ZLOO KDYH DQ\ LPSDFW RQ WKLV ORQJ UXQ

LQFRPH OHYHO� +HUH DJDLQ� WUDGLWLRQDO JURZWK WKHRU\ LV SHVVLPLVWLF� ,I JURZWK WDNHV SODFH VXEMHFW WR

GLPLQLVKLQJ UHWXUQV RI ZKDWHYHU LV DFFXPXODWHG �SK\VLFDO FDSLWDO� KXPDQ FDSLWDO HWF��� WKHQ

WHPSRUDU\ DLG ZLOO KDYH QR ODVWLQJ HIIHFW� +LVWRU\� DFFRUGLQJ WR WKLV YLHZ� SODLQO\ GRHVQ
W PDWWHU IRU

ZKHUH D FRXQWU\ ZLOO HQG XS LQ WKH ORQJ UXQ� 7KLV� QR GRXEW� LV DOPRVW DQDWKHPD WR KLVWRULDQV

GLVFXVVLQJ DLG� 1RU GRHV LW IXOO\ FDSWXUH WKH ZD\ WKDW HFRQRPLFV ZRXOG ZDQW WR WKLQN DERXW LW�

(YHQ IURP D QDUURZ JURZWK WKHRU\ SHUVSHFWLYH� HFRQRPLVWV KDYH SRLQWHG RXW VHYHUDO UHDVRQV ZK\

WKH FRQGLWLRQV SUHYDLOLQJ DW WKH RXWVHW DQG GXULQJ HDUO\ SKDVHV RI FDWFKLQJ XS� LQFOXGLQJ WUDQVIHU

SD\PHQWV UHFHLYHG IURP DEURDG� PLJKW KDYH ODVWLQJ HIIHFWV� 0RGHUQ JURZWK WKHRU\ HPSKDVL]HV

WKDW SDWK�GHSHQGHQFH RI WKLV VRUW ZLOO DULVH ZKHQHYHU DFFXPXODWHG IDFWRUV H[KLELW FRQVWDQW� UDWKHU

WKDQ GLPLQLVKLQJ� PDUJLQDO UHWXUQV� 1RWLFH WKDW WKLV FRLQ� WRR� KDV WZR VLGHV� 2Q WKH SRVLWLYH VLGH�

WKH HIIHFW RI DLG ZLOO EH IHOW DG LQILQLWXP� 2Q WKH QHJDWLYH VLGH� KRZHYHU� LI WKH PDUJLQDO UHWXUQ WR

DFFXPXODWHG FDSLWDO LV FRQVWDQW� WKHQ D YHU\ ORZ FDSLWDO VWRFN WR VWDUW ZLWK GRHV QRW FDUU\ WKH

DGYDQWDJH RI D KLJK LQLWLDO PDUJLQDO SURGXFWLYLW\ RI FDSLWDO� ,QVWHDG� SRRU LQLWLDO FRQGLWLRQV ZLOO

OLNHZLVH OHDYH DQ LQGHILQLWH LPSULQW RQ WKH GHYHORSPHQW SDWK RI WKH HFRQRP\� 7KHUH LV QR

FDWFKLQJ�XS DW DOO�� 7\SLFDOO\� LQ VXFK FDVHV DLG PD\ QRW RQO\ DIIHFW ORQJ�UXQ LQFRPH OHYHOV� EXW

� 6HH 6DOD�L�0DUWLQ ������ IRU D GLVFXVVLRQ RQ WKH HPSLULFV RI WKLV NLQG RI FRQYHUJHQFH�

� 6HH 6DLQW�3DXO ������ IRU PRUH GHWDLOV RQ 0DUVKDOO�3ODQ�W\SH FDWFKLQJ XS LQ YDULRXV JURZWK

PRGHOV�
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DOVR ORQJ UXQ UDWHV RI LQFRPH JURZWK� +RZHYHU� WR SROLF\ PDNHUV DQG SHRSOH DOLNH� VKRUW WR

PHGLXP UXQ HIIHFWV DUH QR GRXEW RI PRUH FRQFHUQ WKDQ WKH ORQJ UXQ VWHDG\ VWDWH� +HQFH� HYHQ LI

DLG ZHUH GHYRLG RI DQ\ ORQJ UXQ HIIHFWV� WKH WUXO\ LPSRUWDQW TXHVWLRQ VHHPV ZKHWKHU LW FDQ IRVWHU

JURZWK DQG ZHOO�EHLQJ LQ WKH VKRUW UXQ�

%XW LQ WKH VKRUW UXQ DV ZHOO� WKH HIIHFW RI DLG LV OLNHO\ WR EH UDWKHU PRGHVW� LI LW RSHUDWHV RQO\

WKURXJK WKH PHFKDQLFV RI LQYHVWPHQW DQG JURZWK� 0XFK GHSHQGV RQ WKH GHWDLOV RI KRZ

LQYHVWPHQW LV GHWHUPLQHG� EXW E\ ZD\ RI D ILUVW DSSUR[LPDWLRQ ZH PD\ GUDZ RQ WKH IDPRXV 6RORZ

JURZWK PRGHO�� ,Q WKLV PRGHO LW FDQ EH VKRZQ WKDW� FHWHULV SDULEXV� DLG LQ WKH DPRXQW RI x

SHUFHQW RI *'3 LQFUHDVHV WKH FRQWHPSRUDQHRXV JURZWK UDWH RI *'3 SHU FDSLWD E\ Ksxyθ

SHUFHQWDJH SRLQWV� ZKHUH s LV WKH PDUJLQDO UDWH RI VDYLQJV� y LV WKH LQYHUVH RI WKH FDSLWDO�RXWSXW

UDWLR DQG Kθ LV WKH VKDUH RI FDSLWDO LQ RYHUDOO LQFRPH� ,QYRNLQJ D 0DUVKDOO 3ODQ RUGHU RI PDJQLWXGH

IRU 5=x � WKH $XVWULDQ YDOXH RI 3.0=y IRU ������ D FRQVHQVXV YDOXH RI 3.0=Kθ � DQG XVLQJ

WKH VDYLQJV UDWLRV IURP QDWLRQDO DFFRXQWV IRU &((&V WR REWDLQ D URXJK YDOXH RI 3.0=s �� ZH

REWDLQ D WHPSRUDU\ JURZWK UDWH HIIHFW LQ WKH DPRXQW RI ����� SHUFHQWDJH SRLQWV� ,QWHUHVWLQJO\�

WKLV LV SUHWW\ PXFK ZKDW (LFKHQJUHHQ DQG 8]DQ ������ KDYH IRXQG LQ RQH RI WKHLU HFRQRPHWULF

LQYHVWLJDWLRQV RI WKH JURZWK HIIHFW RI WKH 0DUVKDOO 3ODQ DOORWPHQWV LQ WKH $XVWULDQ FDVH� ����

SHUFHQW IRU ���������� DQG ���� SHUFHQW IRU ���������� +RZHYHU� D�SULRUL H[SHFWDWLRQV ZRXOG

� 6HH %DUUR DQG 6DOD�L�0DUWLQ ������ IRU D GHWDLOHG DFFRXQW RI WKLV PRGHO�

� 7KLV LV GHULYHG IURP WKH FDSLWDO VWRFN HVWLPDWHV SURGXFHG E\ WKH $XVWULDQ ,QVWLWXWH IRU

(FRQRPLF 5HVHDUFK �:,)2�� DQG WKH *'3 ILJXUH LQ WKH $XVWULDQ QDWLRQDO DFFRXQWV VWDWLVWLFV�

� 6HH :,,: �������
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ULVH LI ZH ZHUH WR WDNH D PRUH H[WHQVLYH YLHZ RQ FDSLWDO� IRU LQVWDQFH E\ LQFOXGLQJ KXPDQ FDSLWDO

DV VXJJHVWHG E\ WKH DXJPHQWHG 6RORZ PRGHO� 7KLV ZRXOG� LQ HIIHFW� LQFUHDVH WKH YDOXH RI Kθ � EXW

HYHQ GRXEOLQJ LWV YDOXH ZRXOG VWLOO QRW JLYH D ELJ VWDNH� $OVR� WKH 6RORZ PRGHO LV� DGPLWWHGO\�

VRPHZKDW FUXGH LQ WKDW LW DVVXPHV D FRQVWDQW PDUJLQDO VDYLQJV UDWLR DQG VLPSO\ HTXDWHV

LQYHVWPHQW ZLWK VDYLQJV� $OWHUQDWLYH PRGHOV RI JURZWK� DV IRU LQVWDQFH WKH VR�FDOOHG 5DPVH\

PRGHO RU PXFK RI PRGHUQ JURZWK WKHRU\� WUHDW LQYHVWPHQW DQG VDYLQJV LQ D PRUH HODERUDWH DQG

VDWLVIDFWRU\ ZD\� :LWKLQ VXFK PRGHOV� RQH ZRXOG KDYH WR EH PRUH SUHFLVH DV WR KRZ H[DFWO\ DLG LV

XVHG� LQ RUGHU WR EH DEOH WR VD\ DQ\WKLQJ DERXW LWV HIIHFW� 7KH FUXFLDO TXHVWLRQ KHUH LV KRZ DLG

FKDQJHV WKH LQFHQWLYHV IRU LQYHVWRUV�� 6XIILFH LW WR VD\� ZLWKRXW JRLQJ LQWR DQ\ GHWDLO� WKDW LQ DQ

H[WUHPH FDVH ZKHUH DLG LV FKDQQHOHG WKURXJK WR SXUH KRXVHKROG WUDQVIHUV LW FRXOG EH GHYRLG RI

DQ\ JURZWK HIIHFW DW DOO� EXW VLPSO\ LQFUHDVH FRQVXPSWLRQ� 7KLV VKHGV VRPH OLJKW RQ ZK\ DLG LV

VHOGRP JUDQWHG XQFRQGLWLRQDOO\� %XW VWLOO� WKH VLPSOH PHFKDQLFV RI JURZWK VWULNH D UDWKHU

SHVVLPLVWLF WRQH RQ WKH OLNHO\ HIIHFWV RI IRUHLJQ DLG RQ WKH SHUIRUPDQFH RI &((&V� �

%XW LQ WKHLU DERYH PHQWLRQHG VWXG\ RQ WKH HIIHFWV RI WKH 0DUVKDOO 3ODQ� (LFKHQJUHHQ DQG 8]DQ

������ FDUU\ RXW D FRXQWHUIDFWXDO H[HUFLVH ZKLFK JLYHV ULVH WR D VRPHZKDW PRUH RSWLPLVWLF YLHZ�

7KH\ HVWLPDWH HFRQRPHWULF HTXDWLRQV XVLQJ � DPRQJ RWKHU WKLQJV � 0DUVKDOO 3ODQ DOORWPHQWV WR

H[SODLQ LQYHVWPHQW� WKH FXUUHQW DFFRXQW� DQG JRYHUQPHQW VSHQGLQJ� $OO RI WKHVH DUH WKHQ LQ WXUQ

XVHG WR H[SODLQ LQGLYLGXDO FRXQWULHV
 *'3 JURZWK� $VVXPLQJ WKDW DOO 0DUVKDOO 3ODQ HIIHFWV KDYH

� 6HH DJDLQ %DUUR DQG 6DOD�L�0DUWLQ ������ IRU DFFRXQWV RI WKHVH PRGHOV� )RU D GLVFXVVLRQ RI

WKH LPSOLFDWLRQV LQ WKH FRQWH[W RI WKH 0DUVKDOO 3ODQ� VHH 6DLQW�3DXO �������

� 7KLV SHVVLPLVWLF YLHZ LV IXUWKHU VWUHQJWKHQHG E\ HYLGHQFH RQ WKH GLVDSSRLQWLQJ JURZWK HIIHFWV

RI DLG JUDQWHG WR SRRU WKLUG ZRUOG FRXQWULHV� VHH .RVWU]HZD� 1XQQHQNDPS DQG 6FKPLHGLQJ �������
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RSHUDWHG WKURXJK HLWKHU LQYHVWPHQW� WKH FXUUHQW DFFRXQW� RU JRYHUQPHQW VSHQGLQJ JLYHV WKH

DERYH PHQWLRQHG PLQXVFXOH HIIHFW� +RZHYHU� FKDQJLQJ WKH HFRQRPHWULF VSHFLILFDWLRQ E\ DOORZLQJ

DLG WR H[SODLQ *'3 JURZWK GLUHFWO\ JHQHUDWHV D ZKROO\ GLIIHUHQW SLFWXUH� 7KH 0DUVKDOO 3ODQ

DSSDUHQWO\ KDV SOD\HG D ELJ UROH WKURXJK FKDQQHOV RWKHU WKDQ WKH PHFKDQLFV RI LQYHVWPHQW DQG

JURZWK� 7R VHH MXVW ZKDW LW LV WKDW JLYHV LQWHUQDWLRQDO DLG D KLJKHU OHYHUDJH ZH KDYH WR GR WZR

WKLQJV� D� OHDYH WKH UHDOP RI JURZWK WKHRU\ IRU D PRUH UHDOLVWLF YLHZ RQ NH\ SUREOHPV RI V\VWHPLF

WUDQVIRUPDWLRQ� DQG E� LQWURGXFH WKH QRWLRQ RI FRQGLWLRQDOLW\ LQ PRUH H[SOLFLW WHUPV� ,Q GRLQJ VR�

ZH VKDOO QRW RQO\ H[SDQG RXU XQGHUVWDQGLQJ RI KRZ DLG PLJKW ZRUN� EXW DOVR ZK\ LW PLJKW EH LQ

WKH LQWHUHVW RI WKH GRQRU FRXQWU\ WR JUDQW LW� 0RUH VSHFLILFDOO\� ZH VKDOO HQFRXQWHU HIILFLHQF\

UHDVRQV IRU DLG� LQ DGGLWLRQ WR WKH KXPDQLWDULDQ UHDVRQ WKDW ZH KDYH VWLSXODWHG DW WKH RXWVHW

DERYH�

��� $LPLQJ DW FROOHFWLYH UDWLRQDOLW\� WKH HIILFLHQF\ FDVH IRU DLG

,Q LWV PRVW JHQHUDO IRUP� WKH HIILFLHQF\ DUJXPHQW IRU LQWHUQDWLRQDO DLG UXQV DV IROORZV� 6XSSRVH

WKHUH LV URRP IRU PXWXDO HFRQRPLF LPSURYHPHQW IRU WZR FRXQWULHV� EXW IRU VRPH UHDVRQ RQH

FRXQWU\ LV HLWKHU XQZLOOLQJ RU XQDEOH WR XQGHUWDNH ZKDWHYHU DFWLRQ LV QHFHVVDU\ IRU VXFK DQ

LPSURYHPHQW� 7KHQ WKH RWKHU FRXQWU\ PLJKW FRQVLGHU ³EULELQJ´ LWV SDUWQHU FRXQWU\ LQWR VXFK

DFWLRQ� KRSLQJ RI FRXUVH WKDW WKH EHQHILWV UHFHLYHG ZLOO RYHU�FRPSHQVDWH WKH WUDQVIHUV SDLG� 7R

SXW LW LQ OHVV GLVUHSXWDEOH WHUPV� ,W PLJKW RIIHU DLG ZLWK DSSURSULDWH FRQGLWLRQDOLW\ DWWDFKHG WR LW��

� 2I FRXUVH� LPSURYHPHQW PD\ DOVR WDNH WKH IRUP RI GDPDJH DYRLGHG� $ YHU\ SRSXODU

DUJXPHQW ZKLFK LV RIWHQ PHQWLRQHG LQ WKLV YHLQ LV WKDW WUDQVIHU SD\PHQWV PD\ KHOS VWDELOL]H �RU

VKLIW� WKH JHRSROLWLFDO EDODQFH RI SRZHU DQG� WKXV� EH DGYDQWDJHRXV IRU VHFXULW\ UHDVRQV� 7KH

XQGHUO\LQJ SUHPLVH KHUH LV WKDW DLG LV FKHDSHU WKDQ WKH PLOLWDU\ VSHQGLQJ ZKLFK ZRXOG RWKHUZLVH
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7KLV LV QRWKLQJ EXW D YDULDQW RI WKH FRPSHQVDWLRQ DUJXPHQW ZKLFK ZDV LQWURGXFHG �� \HDUV DJR

E\ +LFNV DQG .DOGRU WR IDFLOLWDWH DQ HYDOXDWLRQ RI VLWXDWLRQV ZKLFK FDQQRW EH 3DUHWR�UDQNHG�

$ VLPSOH H[DPSOH PLJKW LOOXVWUDWH WKH SRLQW� 7UDGH OLEHUDOL]DWLRQ PD\ EH SHUFHLYHG GHWULPHQWDO

E\ D ODUJH FRXQWU\ EHFDXVH LW IHDUV D WHUPV RI WUDGH GHWHULRUDWLRQ� 7KLV FRXQWU\ PLJKW WKHQ UHVLVW

JLYLQJ XS LWV SURWHFWLRQLVW PHDVXUHV� <HW� JLYHQ JDLQV IURP WUDGH DQG EDUULQJ LQIRUPDWLRQ

SUREOHPV� LWV SDUWQHU FRXQWU\ VKRXOG EH DEOH WR ILQG VRPH FRPSHQVDWRU\ DUUDQJHPHQW XQGHU

ZKLFK GLVPDQWOLQJ WUDGH EDUULHUV LV DWWUDFWLYH IRU ERWK FRXQWULHV� /DKLUL DQG 5DLPRQGRV�0¡OOHU

������ KDYH UHFHQWO\ VXEVWDQWLDWHG WKLV SRLQW� XVLQJ D WKHRUHWLFDO PRGHO WR GHPRQVWUDWH WKDW W\LQJ

DLG WR WDULII UHIRUP FDQ EH XVHG WR HQVXUH 3DUHWR LPSURYHPHQWV� $QG KLVWRU\ LV UHSOHWH ZLWK

SUDFWLFDO H[DPSOHV� LQFOXGLQJ WKH 0DUVKDOO 3ODQ� ZKHUH DLG SDFNDJHV LQFOXGH D PRUH RU OHVV H[SOLFLW

HOHPHQW RI FRQGLWLRQDOLW\ RQ WUDGH OLEHUDOL]DWLRQ� 3HUKDSV D PRUH UHDOLVWLF YLHZ ZRXOG QRW VR PXFK

HPSKDVL]H WKDW D FRXQWU\ DV D ZKROH PD\ ORVH WKURXJK WUDGH OLEHUDOL]DWLRQ� EXW WKDW LWV

JRYHUQPHQW PD\ EH XQDEOH WR KDQGOH LQWHUQDO SUHVVXUH RSSRVLQJ VXFK UHIRUP� 0RUH VSHFLILFDOO\� LW

PD\ IRU VRPH UHDVRQ QRW EH LQ D SRVLWLRQ WR GHYLVH DQG LPSOHPHQW VXLWDEOH PHDVXUHV WR

FRPSHQVDWH WKRVH JURXSV DPRQJ LWV HOHFWRUDWH ZKR ZRXOG VXIIHU IURP D ORVV RI SURWHFWLRQ�

5HFHLYLQJ DLG IURP DEURDG PD\ SXW LW LQ D SRVLWLRQ WR GR VR�

$ VRPHZKDW VXEWOHU ZD\ WKDW D FRXQWU\ PD\ JDLQ LV YLD WUDGH DV D FKDQQHO RI WUDQVPLVVLRQ IRU

WHFKQRORJLFDO NQRZOHGJH� -XVW DV NQRZOHGJH FUHDWHG E\ UHVHDUFK DQG GHYHORSPHQW LQ D JLYHQ ILUP

LV WR VRPH H[WHQW WUDQVPLWWHG WR RWKHU ILUPV DQG VHFWRUV ZLWKLQ DQ HFRQRP\ WKURXJK D FRPSOH[

EH QHFHVVDU\ WR DFKLHYH WKH GHVLUHG RXWFRPH� VHH %DOGZLQ ������� , VKDOO� KRZHYHU� QRW SXUVXH

WKLV SHDFH�GLYLGHQG DUJXPHQW DQ\ IXUWKHU LQ WKLV SDSHU�
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LQSXW�RXWSXW VWUXFWXUH DQG WKH DVVRFLDWHG H[FKDQJH UHODWLRQV� VR LW ZLOO EH WUDQVPLWWHG WR RWKHU

FRXQWULHV E\ WUDGH� 7KH FUXFLDO WKLQJ WR QRWH KHUH LV WKH H[WHUQDOLW\� 'XH WR WKH SXEOLF JRRG QDWXUH

RI NQRZOHGJH� D �SRWHQWLDOO\ ODUJH� SDUW RI WKH EHQHILWV RI 5	' LV H[WHUQDO WR WKH LQQRYDWRU� UHDG\

WR EH XVHG ZLWKRXW IXUWKHU FRVW E\ RWKHU ILUPV ZKRVH SURGXFWLYLW\ LV WKHQ LQFUHDVHG IRU IUHH� 4XLWH

QDWXUDOO\� VXFK DQ LQYHQWRU FDQQRW EH H[SHFWHG WR FDUU\ RXW FRVWO\ 5	' WR D VRFLDOO\ RSWLPDO

H[WHQW� 7KLV LV ZK\ PRVW JRYHUQPHQWV HQJDJH LQ VXEVLGL]LQJ GRPHVWLF 5	' DFWLYLWLHV� ,I WKH\ GR

VR LQ D QRQ�FRRSHUDWLYH ZD\� KRZHYHU� WKH\ ZLOO QRW WDNH LQWR DFFRXQW WKH EHQHILWV DFFUXLQJ WR

RWKHU FRXQWULHV YLD WUDGH� $V D UHVXOW� D VLWXDWLRQ PLJKW DULVH ZKHUH WKH\ FROOHFWLYHO\ XQGHU�

VXEVLGL]H 5	'� 2EYLRXVO\� WKH ILUVW�EHVW VROXWLRQ ZRXOG EH WR DLP DW FRRSHUDWLYH JRYHUQPHQW

EHKDYLRU� %XW LI IRU VRPH UHDVRQ WKLV LV XQDFKLHYDEOH GLUHFWO\� D JRYHUQPHQW PD\ FRQWHPSODWH

JUDQWLQJ LWV QHLJKERU�FRXQWU\ FRQGLWLRQDO DLG� SDUWLFXODUO\ LI WKDW FRXQWU\¶V 5	' SROLF\ LV

DGGLWLRQDOO\ SODJXHG E\ ILVFDO FRQVWUDLQWV� 1RWH WKDW WKH DUJXPHQW UXQV LQ ERWK ZD\V� VXJJHVWLQJ

WKDW WUDGH OLEHUDOL]DWLRQ PD\ DOVR EH D YHU\ FKHDS DQG HIILFLHQW ZD\ IRU D WHFKQRORJLFDOO\ VXSHULRU

FRXQWU\ WR KHOS LWV QHLJKERU WR FDWFK XS� ,QGHHG� WKLV VHHPV WKH PRUH UHOHYDQW YDULDQW RI WKH

DUJXPHQW LQ WKH SUHVHQW FRQWH[W� ,W LV GLIILFXOW WR WHOO KRZ LPSRUWDQW WKLV DVSHFW LV LQ UHDOLW\� EXW

DYDLODEOH HYLGHQFH VXJJHVWV LW LV IDU IURP WULYLDO��

7KH DUJXPHQW PD\ EH SXW LQWR DQ HYHQ EURDGHU SHUVSHFWLYH E\ VD\LQJ WKDW HFRQRPLF

SURVSHULW\ DV VXFK LV D SXEOLF JRRG WUDQVFHQGLQJ FRXQWU\ ERUGHUV��� :H DUH� DGPLWWHGO\� HQWHULQJ

YDJXH DQG VKDN\ JURXQG KHUH� EXW WKH JHQHUDO LGHD LV QRW HQWLUHO\ XQFRQYLQFLQJ LI DSSOLHG WR

QHLJKERULQJ WUDQVLWLRQ HFRQRPLHV LQ WKH IROORZLQJ ZD\� 7R SHRSOH DQG SROLF\ PDNHUV LQ WKH &((&V

� 6HH� IRU LQVWDQFH� %HQ�'DYLG DQG /RHZ\ ������� +HOSPDQ ������� DQG .HOOHU �������

�� ,Q VXFK JHQHUDO WHUPV� WKH DUJXPHQW KDV EHHQ SXW IRUZDUG LQ WKH SUHVHQW FRQWH[W E\ &ROOLQV

�������
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V\VWHPLF WUDQVIRUPDWLRQ PD\ ORRN OLNH D WUDGH RII� FXUUHQW VDFULILFH IRU WKH VDNH RI IXWXUH

SURVSHULW\� ,I WKDW SURVSHULW\ H[HUWV DQ H[WHUQDOLW\ RQ QHLJKERULQJ :HVW�(XURSHDQ FRXQWULHV�

WUDQVIRUPDWLRQ LV OLNHO\ WR SURFHHG DW D VXE�RSWLPDOO\ VORZ VSHHG� DQG PD\EH DOVR WR D VXE�

RSWLPDO H[WHQW LQ WKH ORQJ UXQ� LI RSWLPDOLW\ LV GHILQHG IURP D JOREDO SHUVSHFWLYH� 7KH UHDVRQ DJDLQ

LV WKDW GRPHVWLF DJHQWV DUH XQOLNHO\ WR WDNH DFFRXQW RI WKH WUDQVQDWLRQDO H[WHUQDOLW\��� $V EHIRUH�

FRQGLWLRQDO DLG PD\ EH DQ DSSURSULDWH UHVSRQVH� ,Q SULQFLSOH� WKLV DUJXPHQW FDQ EH DSSOLHG WR DOO

JRYHUQPHQW SROLFLHV DLPLQJ DW GRPHVWLF SURVSHULW\� EXW LW LV DUJXDEO\ PRUH UHOHYDQW LQ WKH SUHVHQW

FRQWH[W WKDQ LQ RWKHUV� ,W LV ZRUWK SRLQWLQJ RXW WKDW IRU WKLV SUREOHP� DQG WKH DERYH PHQWLRQHG

5	'�SUREOHP DOLNH� LQWHUQDWLRQDO FDSLWDO PDUNHWV DUH RI QR KHOS� 7KH\ PD\ EH LPSRUWDQW LQ

IDFLOLWDWLQJ LQWHUQDWLRQDO ERUURZLQJ IRU D JRYHUQPHQW ZKLFK WHPSRUDULO\ IDFHV D ORZ WD[ EDVH� EXW

WKH IXQGDPHQWDO SUREOHP KHUH LV QRW UHDOO\ RQH RI ILQDQFLQJ� ,QVWHDG� LW LV WKH FURVV�ERUGHU

H[WHUQDO HIIHFW RI SURVSHULW\ ZKLFK LPSOLHV WKDW WKH JRYHUQPHQW GRHV QRW GR HQRXJK HYHQ LI LW KDV

DFFHVV WR D SHUIHFW ZRUOG FDSLWDO PDUNHW�

7KH HIILFLHQF\ DUJXPHQWV IRU DLG SUHVHQWHG VR IDU GR QRW VKHG PXFK OLJKW RQ ZK\ 0DUVKDOO 3ODQ

DLG PLJKW KDYH EHHQ VR LPSRUWDQW� $ IXUWKHU DUJXPHQW� KRZHYHU� DULVHV LQ WKH UHDOP RI

PDFURHFRQRPLF VWDELOL]DWLRQ SROLF\ ZKLFK UHFHQW UHVHDUFK VXJJHVWV ZDV GHFLVLYH IRU SRVW�ZDU

:HVWHUQ (XURSH� 7KH XQGHUO\LQJ SUHPLVH KHUH LV WKDW DQ\ FRXQWU\ JDLQV IURP D VWDEOH

PDFURHFRQRPLF HQYLURQPHQW LQ LWV QHLJKERULQJ HFRQRPLHV� &RXQWULHV ZLWK ELJ GLIIHUHQFHV LQ

LQIODWLRQ UDWHV ZLOO QHHG SHULRGLF FKDQJHV LQ WKHLU QRPLQDO H[FKDQJH UDWHV� ZLWK WKH SRVVLELOLW\ RI

UHFXUULQJ H[FKDQJH UDWH PLVDOLJQPHQWV� SDUWLFXODUO\ LI QRPLQDO SULFHV DUH VWLFN\� $V D UHVXOW� WUDGH

�� 1RWLFH WKDW VXFK D FRRUGLQDWLRQ SUREOHP ZLOO VXUHO\ DOVR H[LVW EHWZHHQ GRPHVWLF DJHQWV� 7R

WKH H[WHQW WKDW LW UHPDLQV XQUHVROYHG HYHQ GRPHVWLFDOO\� LW UHLQIRUFHV WKH FDVH IRU IRUHLJQ DLG DV D

PHDQV WR VSHHG XS WUDQVIRUPDWLRQ�
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IORZV EHWZHHQ VXFK FRXQWULHV ZLOO OLNHO\ EH GLVUXSWHG IURP WLPH WR WLPH� 2QH ZRXOG SUHVXPDEO\

QRW JR DV IDU DV SRVWXODWLQJ D XQLILHG UDWH RI LQIODWLRQ IRU QHLJKERULQJ FRXQWULHV� L�H�� D PRQHWDU\

XQLRQ� %XW LW LV FHUWDLQO\ DOVR LQ :HVWHUQ (XURSHDQ FRXQWULHV¶ LQWHUHVW WKDW &((&V FORVH WKH LQIODWLRQ

JDSV �VHH WDEOH ��� 2QH ZRXOG DFWXDOO\ H[SHFW WKDW VXFK VWDELOLW\ JDSV DUH HDVLHU WR FORVH LQ VKRUW

SHULRGV RI WLPH WKDQ LQFRPH JDSV� :K\� WKHQ� DUH LQIODWLRQ UDWHV VWLOO VR PXFK KLJKHU LQ WKH (DVW�

DQG ZKDW FDQ DLG GR WR EULQJ WKHP GRZQ" 0DFURHFRQRPLF WKHRU\ WHOOV XV WKDW VZLWFKLQJ IURP DQ

LQIODWLRQDU\ WR D QRQ�LQIODWLRQDU\ SDWK PD\ LQYROYH D VLJQLILFDQW WHPSRUDU\ RXWSXW ORVV� XQOHVV

DJHQWV FRUUHFWO\ DQWLFLSDWH VXFK D VZLWFK� %\ WKH VDPH WRNHQ� LI PRQHWDU\ DXWKRULWLHV FUHGLEO\

DQQRXQFH VXFK D SROLF\ VKLIW� WKH RXWSXW ORVV PD\� DW OHDVW LQ WKHRU\� ODUJHO\ EH DYRLGHG��� :KLOH LW

LV SODXVLEOH WKDW SROLF\ PDNHUV LQ &((&V PD\ ODFN FUHGLELOLW\ LQ WKLV UHJDUG� LW LV QRW LPPHGLDWHO\

FOHDU ZK\ DLG UHFHLYHG IURP WKH :HVW VKRXOG EH RI PXFK KHOS LQ DFKLHYLQJ ORZHU LQIODWLRQ� <HW� WKLV

LV SUHFLVHO\ ZKDW (LFKHQJUHHQ DQG 8]DQ ������ DV ZHOO DV 'H /RQJ DQG (LFKHQJUHHQ ������ DUJXH

WKH 0DUVKDOO 3ODQ GLG LQ SRVW�:RUOG�:DU�,, (XURSH�

7R JUDVS WKH XQGHUO\LQJ DUJXPHQW� RQH ILUVW KDV WR UHFRJQL]H WKDW LQIODWLRQ W\SLFDOO\ LV WKH

UHVXOW RI LQFRQVLVWHQW FODLPV RQ QDWLRQDO RXWSXW� 6XFK FODLPV DUH SDUWO\ QHJRWLDWHG LQ QRPLQDO

WHUPV H[ DQWH� IRU LQVWDQFH WKURXJK ZDJH VHWWOHPHQWV DQG JRYHUQPHQW EXGJHWV� ,I WKH\ WXUQ RXW

H[ SRVW WR DGG XS WR PRUH WKDQ ZKDW LV DYDLODEOH WR GLVWULEXWH� WKH UHVXOWLQJ FRQIOLFW LV YHU\ RIWHQ

³UHVROYHG´ E\ PHDQV RI LQIODWLRQ ZKLFK PD\ VXIILFLHQWO\ UHGXFH WKH FODLPV RQ RXWSXW LQ UHDO WHUPV�

1RZ� LI LW ZHUH SRVVLEOH LQ D XQLILHG ZD\ WR SOD\ WKLV JDPH RI H[ DQWH QHJRWLDWLRQ SOXV H[ SRVW

LQIODWLRQ RQ D ORZHU OHYHO RI QRPLQDO FODLPV DQG SURSRUWLRQDOO\ ORZHU H[SHFWHG �DQG UHDOL]HG�

LQIODWLRQ� WKH RXWFRPH ZRXOG EH WKH VDPH LQ UHDO WHUPV IRU HYHU\ERG\� ,W ZRXOG WKHQ EH GLIILFXOW WR

VHH ZK\ DQ\ERG\ VKRXOG RSSRVH GRLQJ VR� DQG ZH ZRXOG H[SHFW D TXLFN DQG XQGHOD\HG

�� 6HH 5RPHU ������ IRU D JHQHUDO UHYLHZ RI WKH G\QDPLFV RI DQWL�LQIODWLRQDU\ SROLF\�
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LPSOHPHQWDWLRQ RI VWDELOL]DWLRQ� +RZHYHU� LQ SUDFWLFH VWDELOL]DWLRQ RIWHQ LQYROYHV RQH JURXS JLYLQJ

LQ ILUVW� RU DW OHDVW QRW DOO JURXSV JLYLQJ LQ SURSRUWLRQDOO\ DW WKH VDPH WLPH� ,Q WKLV FDVH

VWDELOL]DWLRQ SROLF\ LQIOLFWV D WHPSRUDU\ ORVV RQ FHUWDLQ JURXSV �LQ WHUPV RI WKHLU VKDUH LQ UHDO

QDWLRQDO RXWSXW�� WR WKH EHQHILW RI RWKHUV� ,Q WKH ORQJ UXQ� DOO JURXSV ZLOO EHQHILW IURP ORZHU

LQIODWLRQ� EXW RQO\ DW D WHPSRUDU\ VDFULILFH ZKLFK LV VKDUHG XQHTXDOO\ E\ GLIIHUHQW JURXSV� 2QH FDQ

HDVLO\ LPDJLQH WKDW WKLV JLYHV ULVH WR D ³ZDU RI DWWULWLRQ´ ZKHUH HDFK JURXS KRSHV WR DYRLG SD\LQJ

LWV VKDUH E\ GHOD\LQJ VWDELOL]DWLRQ� DQG ZDLWLQJ XQWLO RWKHU JURXSV KDYH UXQ RXW RI HLWKHU WKHLU

SROLWLFDO SRZHU RU WKHLU DELOLW\ WR EHDU WKH FRVW RI SURORQJHG LQIODWLRQ��� 6XFK D ³ZDU RI DWWULWLRQ´

DQDORJ\ VHHPV SDUWLFXODUO\ UHOHYDQW IRU SHULRGV IROORZLQJ UHSUHVVHG LQIODWLRQ DQG PRQHWDU\

RYHUKDQJV� DV LQ SRVW�:RUOG�:DU�,, (XURSH RU LQ SRVW�FRPPXQLVW (DVWHUQ (XURSHDQ FRXQWULHV�

ZKHUH LW LV FOHDU WKDW WKH LQIODWLRQDU\ ZD\ RI GHDOLQJ ZLWK XQUHVROYHG GLVWULEXWLRQDO FRQIOLFWV FDQQRW

JR RQ IRUHYHU� %XW ZKHUH LQ WKLV JDPH GRHV IRUHLJQ DLG SOD\ D UROH" (LFKHQJUHHQ DQG 8]DQ ������

DQG 'H /RQJ DQG (LFKHQJUHHQ ������ VLPSO\ DUJXH WKDW E\ LQFUHDVLQJ WKH VL]H RI WKH SLH LW

DOOHYLDWHV WKH FRQIOLFW RYHU KRZ LW VKRXOG EH GLVWULEXWHG� 0RUH VSHFLILFDOO\� LW PD\ ORZHU WKH FRVW RI

JLYLQJ LQ ILUVW� VR VWDELOL]DWLRQ ZLOO VXFFHHG HDUOLHU WKDQ ZLWKRXW DLG�

$ GLIIHUHQW VFHQDULR ZLWK D VLPLODU RXWFRPH LV HQYLVDJHG E\ 6DLQW�3DXO ������� $Q\ JRYHUQPHQW

IDFLQJ D VKRUWDJH RI UHYHQXH KDV WKUHH ZD\V WR FORVH LWV EXGJHW� )LQDQFH DOO H[SHQGLWXUHV E\

PHDQV RI KLJKHU FRQWHPSRUDQHRXV WD[DWLRQ� ILQDQFH D GHILFLW WKURXJK ERUURZLQJ RQ FDSLWDO

PDUNHWV� L�H�� E\ IXWXUH WD[DWLRQ� RU ² LI DOORZHG WR GR VR ² UHVRUW WR PRQH\ FUHDWLRQ WR ILQDQFH

LWV GHILFLW� WKHUHE\ FDXVLQJ DQ LQFUHDVH LQ WKH SULFH OHYHO� 7KH FUXFLDO SRLQW QRZ LV WKDW� JLYHQ LWV

ILVFDO VKRUWDJH� WKH JRYHUQPHQW¶V WHPSWDWLRQ WR XVH PRQH\ FUHDWLRQ PD\ YDU\ ZLWK WKH RQJRLQJ

UDWH RI LQIODWLRQ� $W D JLYHQ UDWH RI LQIODWLRQ� WKH LQFHQWLYHV PD\ MXVW KDSSHQ WR EH VXFK WKDW WKH

�� 7KLV LGHD KDV EHHQ IRUPDOL]HG E\ $OHVLQD DQG 'UD]HQ �������
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JRYHUQPHQW HQGV XS FKRRVLQJ PRQH\ FUHDWLRQ WR DQ H[WHQW ZKLFK LV FRQVLVWHQW ZLWK WKLV UDWH RI

LQIODWLRQ� LQ ZKLFK FDVH WKH UDWH RI LQIODWLRQ LV DQ HTXLOLEULXP SKHQRPHQRQ DQG� WKHUHIRUH� VWD\V

FRQVWDQW� ,I� KRZHYHU� WKH LQFHQWLYHV KDSSHQ WR EH VXFK WKDW WKH JRYHUQPHQW FKRRVHV D ODUJHU �RU

VPDOOHU� DPRXQW RI PRQH\ FUHDWLRQ WKDQ LV FRQVLVWHQW ZLWK WKH RQJRLQJ UDWH RI LQIODWLRQ� WKHQ

LQVWHDG RI VWD\LQJ FRQVWDQW WKH UDWH RI LQIODWLRQ ZLOO LQFUHDVH �IDOO�� WKHUHE\ DSSURDFKLQJ LWV KLJKHU

�ORZHU� HTXLOLEULXP UDWH� 8VLQJ D VLPSOH IRUPDO PRGHO� 6DLQW�3DXO ������ DUJXHV WKDW WKH

XQGHUO\LQJ LQFHQWLYH VWUXFWXUH PD\ EH VXFK WKDW WKHUH DUH PXOWLSOH HTXLOLEULXP UDWHV RI LQIODWLRQ���

:KHWKHU DQ HFRQRP\ HQGV XS LQ D KLJK RU ORZ LQIODWLRQ HTXLOLEULXP WKHQ GHSHQGV RQ LWV LQLWLDO

FRPELQDWLRQ RI LQIODWLRQ DQG ILVFDO QHHGV� 6XSSRVH� IRU LQVWDQFH� WKDW WKH JRYHUQPHQW IDFHV D

VHYHUH UHYHQXH VKRUWDJH ZKLOH UHSUHVVHG LQIODWLRQ LV UHOHDVHG GXULQJ WUDQVIRUPDWLRQ� $V D UHVXOW�

WKH HFRQRP\ PLJKW MXPS WRR FORVH WR WKH SUHFLSLFH RI D KLJK LQIODWLRQ HTXLOLEULXP IRU LW WR DYRLG LW�

,I� KRZHYHU� IRUHLJQ DLG SURYLGHV VXIILFLHQW ILVFDO UHOLHI� WKH JRYHUQPHQW PLJKW ILQG LW HDVLHU DQG

PRUH DWWUDFWLYH WR DYRLG PRQH\ FUHDWLRQ� WKXV LQLWLDWLQJ D YLUWXRXV PRYHPHQW WR D ORZ LQIODWLRQ

HTXLOLEULXP LQVWHDG� :KDW DLG GRHV LQ WKLV FDVH LV SODFLQJ WKH HFRQRP\ VXIILFLHQWO\ FORVH� LQ WHUPV

RI WKH FRPELQDWLRQ RI LQIODWLRQ DQG ILVFDO VKRUWDJH� WR WKH GHVLUHG ORZ LQIODWLRQ HTXLOLEULXP DW D

FULWLFDO VWDJH RI WUDQVLWLRQ� 1RWLFH WKDW WHPSRUDU\ DLG KDV D SHUPDQHQW HIIHFW� ,W KHOSV UHDFKLQJ D

ORZ� LQVWHDG RI D KLJK� LQIODWLRQ SDWK ZKLFK� RQFH UHDFKHG� UHPDLQV VXVWDLQDEOH ZLWKRXW IXUWKHU

DLG�

�� $ VXIILFLHQW FRQGLWLRQ IRU VXFK PXOWLSOH HTXLOLEULD WR DULVH LV WKDW� IRU D JLYHQ VKRUWDJH RI

UHYHQXH� WKH LQFHQWLYH WR UHVRUW WR PRQH\ FUHDWLRQ LQFUHDVHV ZLWK WKH UDWH RI LQIODWLRQ� DW OHDVW

RYHU D FHUWDLQ UDQJH� 7KLV REYLRXVO\ LQWURGXFHV DQ HOHPHQW RI LQVWDELOLW\� ZLWK WKH XVXDO

FRQVHTXHQFH RI PXOWLSOH HTXLOLEULD�



��

��� &DYHDWV

/HVW WKH UHDGHU REWDLQV DQ RYHUO\ RSWLPLVWLF LPSUHVVLRQ IURP WKLV GLVFXVVLRQ� OHW PH DGG D IHZ

LPSRUWDQW FDYHDWV� $OO RI WKH DERYH HIILFLHQF\ DUJXPHQWV IRU DLG IDOO XQGHU WKH FDWHJRU\ RI

LQWHUQDWLRQDO SROLF\ FRRUGLQDWLRQ WR DYRLG FROOHFWLYH LUUDWLRQDOLW\� (FRQRPLVWV KDYH SULPDULO\

DQDO\]HG WKLV LVVXH LQ YDULRXV FRQWH[WV RI PDFURHFRQRPLF SROLFLHV� EXW RXU GLVFXVVLRQ KDV VKRZQ

WKDW WKH LVVXH UHDOO\ H[WHQGV WR RWKHU DUHDV RI HFRQRPLF SROLF\� +RZHYHU� WKH UHOHYDQW OLWHUDWXUH

VXJJHVWV WKDW LQWHUQDWLRQDO DLG LV QRW WKH RQO\� DQG LQ PDQ\ LQVWDQFHV FHUWDLQO\ QRW WKH EHVW ZD\ WR

GHDO ZLWK WKH SUREOHP� %XW LQ VRPH FDVHV LW PD\ QRQHWKHOHVV EH PRUH YLDEOH WKDQ LQ RWKHUV� $QG

RQH FDQ DUJXH WKDW WKH VSHFLILF IRUPV LQ ZKLFK HIILFLHQF\ SUREOHPV DULVH LQ WKH FRQWH[W RI &((

FRXQWULHV LQ WUDQVLWLRQ PDNH DLG D PRUH SURPLVLQJ FDQGLGDWH� LQ SDUWLFXODU LI FRPELQHG ZLWK D

KXPDQLWDULDQ DQG�RU JHRSROLWLFDO PRWLYH� WKDQ LQ WKH W\SLFDO FDVH FRQVLGHUHG LQ WKH HFRQRPLF

SROLF\ FRRUGLQDWLRQ OLWHUDWXUH���

,PSRUWDQW DGGLWLRQDO FDYHDWV UHPDLQ� QRQHWKHOHVV� 3HUKDSV PRVW LPSRUWDQWO\� LW LV RQH WKLQJ WR

LGHQWLI\ DQ HIILFLHQF\ FDVH IRU DLG LQ SULQFLSOH� EXW PRYLQJ IURP VXFK SULQFLSOHV WR WKH VXFFHVVIXO

LPSOHPHQWDWLRQ RI D VSHFLILF DLG SODQ LV D GLIIHUHQW PDWWHU� 0RUH VSHFLILFDOO\� DLG KDV RSSRUWXQLW\

FRVW LQ WKH GRQRU FRXQWU\� DQG XVLQJ WKLV DLG WR VXSSRUW D VSHFLILF LQGXVWU\ RU ILUP OLNHZLVH KDV DQ

RSSRUWXQLW\ FRVW LQ WKH UHFLSLHQW FRXQWU\� 2QFH UHFHLYHG� LW FRXOG KDYH EHHQ XVHG IRU D GLIIHUHQW

LQGXVWU\ RU ILUP� ,Q RWKHU ZRUGV� 2IWHQ ZKHQ LW FRPHV WR LPSOHPHQWLQJ VXFK D SROLF\ WKH ELJ

TXHVWLRQ LV KRZ WR SLFN ³ZLQQHUV´ WKDW WKH DLG VKRXOG EH VSHQW RQ� 2EYLRXVO\� WKH VXFFHVV RI DQ

DLG SURJUDP YHU\ PXFK GHSHQGV RQ WKH ULJKW SLFN� (YHQ ZRUVH� DQG SDUWLFXODUO\ UHOHYDQW IRU WKH

SUHVHQW FDVH RI WKH &((&V� DQ DLG SURJUDP PD\ UHWDUG QHFHVVDU\ HFRQRPLF UHIRUPV E\ UHOLHYLQJ

�� )RU D UHFHQW VXUYH\ RI WKLV OLWHUDWXUH� VHH 3HUVVRQ DQG 7DEHOOLQL �������
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JRYHUQPHQWV RI WKH QHHG WR FRUUHFW PLVJXLGHG SROLFLHV� &RQGLWLRQDOLW\ PD\ QRW EH VXIILFLHQWO\

SUHFLVH WR VHW WKH ULJKW LQFHQWLYHV� RU LW PD\ HYHQ VHW WKH ZURQJ LQFHQWLYHV� ,QGHHG� WKLV LV

SUHFLVHO\ ZKDW VRPH REVHUYHUV DUJXH WKH 0DUVKDOO 3ODQ GLG� DQG LW LV WKHUHIRUH QRW VXUSULVLQJ WKDW

WKHVH REVHUYHUV DUH KLJKO\ VNHSWLFDO DV WR ZKHWKHU WKH 0DUVKDOO 3ODQ FRXOG SRVVLEO\ DFW DV D PRGHO

IRU KRZ WKH :HVW VKRXOG UHDFW WR WKH FKDOOHQJH DW WKH (DVWHUQ ERUGHU��� 7KLV YLHZ ZKLFK� LQ D

VHQVH� FDUULHV 0LOZDUG
V ������ FULWLFLVPV RI WKH ³IRON LPDJH´ RI WKH 0DUVKDOO 3ODQ WR WKH H[WUHPH�

LV E\ QR PHDQV FRPPRQO\ DFFHSWHG� KRZHYHU� :H KDYH VHHQ DERYH WKDW HFRQRPLVWV KDYH UHFHQWO\

LGHQWLILHG OHVV REYLRXV DQG OHVV GLUHFWO\ REVHUYDEOH ZD\V LQ ZKLFK WKH 0DUVKDOO 3ODQ PD\ KDYH

EHHQ VXFFHVVIXO RU HYHQ GHFLVLYH��� 1RW VXUSULVLQJO\� WKHVH DXWKRUV DUH DOVR OHVV VNHSWLFDO DV WR

GUDZLQJ RQ WKH SRVW�:DU H[SHULHQFH WR VXJJHVW D 0DUVKDOO 3ODQ NLQG RI UHVSRQVH WR WKH SUHVHQW

GD\ FKDOOHQJH� RU DW OHDVW WR HPSKDVL]H FHUWDLQ SDUDOOHOV� %XW ZKHUH� H[DFWO\� GR ZH ILQG

VXJJHVWLYH DQDORJLHV DQG� SHUKDSV PRUH LPSRUWDQWO\� DUH WKHUH GLIIHUHQFHV ZKLFK VKRXOG ZDUUDQW

FDXWLRQ"

�� ,W LV SHUKDSV ZRUWK TXRWLQJ VXFK D FULWLF YHUEDWLP� ³« WKH LGHDV WKDW LQIRUPHG WKH RULJLQDO

0DUVKDOO 3ODQ� QDPHO\ WKDW FRQVFLRXV� SODQQHG SROLWLFDO LQWHUYHQWLRQ DQG GHVLJQ DUH QHHGHG WR

FUHDWH HFRQRPLF LQVWLWXWLRQV DQG JXLGH HFRQRPLF JURZWK� DUH WKH YHU\ VDPH LGHDV UHVSRQVLEOH IRU

WKH FXUUHQW HFRQRPLF GLVDVWHU LQ (DVWHUQ (XURSH� *LYHQ WKLV� SURSRVLQJ D QHZ 0DUVKDOO 3ODQ WR

VROYH LWV SUREOHPV FDQ EH OLNHQHG WR JLYLQJ IUHH OLTXRU WR DQ DOFRKROLF´� VHH +RUZLW] �������

.RVWU]HZD� 1XQQHQNDPS DQG 6FKPLHGLQJ ������ JR LQWR JUHDW GHWDLO WR DUJXH WKDW WKH 0DUVKDOO

3ODQ GLG UHWDUG XUJHQW HFRQRPLF SROLF\ UHIRUP� SDUWLFXODUO\ LQ *HUPDQ\�

�� 6HH (LFKHQJUHHQ DQG 8]DQ ������� (LFKHQJUHHQ ������� 'H /RQJ DQG (LFKHQJUHHQ ������

>DV ZHOO DV VHYHUDO RWKHU DXWKRUV LQ 'RUQEXVFK� 1|OOLQJ DQG /D\DUG� HGV� ������@� 5HLFKOLQ �������

DQG (VSRVLWR �������
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� /,0,76�72�7+(�0$56+$//�3/$1�$1$/2*<

��� 5HVWUXFWXULQJ YHUVXV UHFRQVWUXFWLRQ

3HUKDSV PRVW LPSRUWDQWO\� WKH WKHRUHWLFDO SDUDGLJP ZKLFK JXLGHV RXU WKLQNLQJ DERXW SRVW�

:RUOG�:DU�,, (XURSH DQG WKH 0DUVKDOO SODQ PD\ EH PLVOHDGLQJ IRU (DVWHUQ (XURSH� DW OHDVW XS WR

D FHUWDLQ SRLQW LQ WLPH� :KLOH WKH 0DUVKDOO 3ODQ SHULRG ZDV HVVHQWLDOO\ RQH RI UHFRQVWUXFWLRQ� WKH

FKDOOHQJH IRU &((&V LV UHVWUXFWXULQJ ZKLFK LQYROYHV D VLJQLILFDQW HOHPHQW RI GHVWUXFWLRQ� %\ �����

GHVWUXFWLRQ KDG DOUHDG\ WDNHQ SODFH� DQG SRVW�ZDU WLPHV ZHUH GRPLQDWHG E\ D VWURQJ VHQVH RI

UHFRQVWUXFWLRQ� %\ ZD\ RI FRQWUDVW� WKH SRVW�FRPPXQLVW UHIRUP SURFHVV� SDUWLFXODUO\ LQ LWV HDUO\

SKDVHV� FDUULHG D YHU\ VWURQJ IODYRU RI GHVWUXFWLRQ �VHH 0XUUHOO� ������ )LJXUH � PD\ VHUYH WR

KLJKOLJKW DQG GLVFXVV WKLV SRLQW� ,W MX[WDSRVHV UHDO *'3 IRU 0DUVKDOO 3ODQ UHFLSLHQW FRXQWULHV

GXULQJ DQG DIWHU :RUOG�:DU�,,�� ZLWK UHDO *'3 IRU &((&V VXEVHTXHQW WR WKH VWDUW RI

WUDQVIRUPDWLRQ LQ ����� $QFKRULQJ WKH FRPSDULVRQ E\ SODFLQJ ���� DW ���� DQG E\ VHWWLQJ ����

DQG ���� HTXDO WR ��� LV� DGPLWWHGO\� VRPHZKDW DUELWUDU\ DQG VKRXOG EH OHIW RSHQ WR GHEDWH�

+RZHYHU� WKH EDVLF PHVVDJH VHHPV TXLWH FOHDU� :KLOH VWURQJ UHFRQVWUXFWLRQ�W\SH JURZWK LQ 03

FRXQWULHV KDG VHW LQ LPPHGLDWHO\ DIWHU WKH ZDU� SDUWLFXODUO\ IRU WKH PRVW GHSUHVVHG HFRQRPLHV OLNH

$XVWULD DQG *HUPDQ\� WKH RQVHW RI WUDQVIRUPDWLRQ LQ ���� KDV UHOHDVHG VWURQJ IRUFHV RI

GHVWUXFWLRQ� ,QFOXGLQJ VXFK FRXQWULHV DV 5XVVLD DQG 8NUDLQH� (DVWHUQ *'3 JURZWK ZDV QHJDWLYH

WKURXJKRXW XQWLO ����� (YHQ IRU WKH PRUH DGYDQWDJHRXV &((&V� LW WRRN � \HDUV XQWLO YHU\

PRGHUDWH *'3 JURZWK KDV VHW LQ� ,QGHHG� WKH ILJXUH VXJJHVWV WKH PHWDSKRU RI ³UXEEHU EDQG´

�� 7KH DJJUHJDWH ILJXUHV H[FOXGH *UHHFH� ,UHODQG DQG 3RUWXJDO� )RU WKHVH FRXQWULHV� 0DGGLVRQ

������ SUHVHQWV ILJXUHV RQO\ EHJLQQLQJ �����
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JURZWK IRU SRVW�ZDU (XURSH��� ZKLOH QR VXFK ³UXEEHU EDQG´ DSSHDUV WR KDYH EHHQ SUHVHQW LQ

������� ZKHQ (DVWHUQ FRXQWULHV VWDUWHG DEDQGRQLQJ WKHLU SODQQLQJ V\VWHPV� 7KH FRQWUDFWLRQDU\

IRUFHV UHOHDVHG WKHUHDIWHU PD\ EH H[SODLQHG DORQJ VHYHUDO ZD\V� 7KH IROORZLQJ VXEVHFWLRQV JLYH D

EULHI RYHUYLHZ���

��� 7KH FXUVH RI GLVWRUWLRQV DQG PLVVLQJ LQVWLWXWLRQV

3ULRU WR �������� (DVWHUQ HFRQRPLHV KDG EHHQ FKDUDFWHUL]HG E\ D KHDYLO\ GLVWRUWHG SULFH

V\VWHP GLFWDWHG E\ FHQWUDO SODQQLQJ� ([SRVLQJ WKHP PRUH RU OHVV RYHU QLJKW WR ZRUOG SULFHV DQG

FRPSHWLWLRQ KDG D GHYDVWDWLQJ HIIHFW RQ WKH XWLOL]DWLRQ RI UHVRXUFHV� %\ ZD\ RI FRQWUDVW� LQ WKH 03

UHFLSLHQW FRXQWULHV SULFH LQFHQWLYHV KDG QRW EHHQ GLVWRUWHG DOO WKDW PXFK DQG� PRUH LPSRUWDQWO\�

IRU D UHODWLYHO\ VKRUW DPRXQW RI WLPH� 7KH SULFH V\VWHP GLFWDWHV WKDW� LI SULFHV FKDQJH� WKRVH

DFWLYLWLHV ZKHUH WKH RSSRUWXQLW\ FRVW RI UHVRXUFHV LV KLJKHU WKDQ WKH YDOXH RI ZKDW WKH\ SURGXFH

VKRXOG EH VKXW GRZQ� 7KLV SDUW RI UHVWUXFWXULQJ VHHPV WR KDYH ZRUNHG TXLWH ZHOO LQ WKH &((&V�

,GHDOO\� KRZHYHU� WKH UHVRXUFHV IUHHG LQ WKLV ZD\ ZLOO EH SXW WR XVH ZKHUH WKH\ JHQHUDWH D PDUNHW

�� 6HH� KRZHYHU� 'H /RQJ DQG (LFKHQJUHHQ ������ ZKR HPSKDVL]H WKDW WKHUH ZDV PRUH WR

SRVW�ZDU (XURSHDQ JURZWK WKDQ VXFK D ³UXEEHU EDQG´ HIIHFW� DQG WKDW LW ZDV E\ QR PHDQV

XQDYRLGDEOH� 2Q WKH RWKHU KDQG� WKH IDFW WKDW VXFK VWURQJ JURZWK ZDV H[SHULHQFHG E\ FRXQWULHV

ZKLFK IROORZHG PDUNHGO\ GLIIHUHQW SROLFLHV GRHV LQGLFDWH WKDW WKHUH ZDV DQ FRPPRQ IDFWRU� ,Q

DGGLWLRQ WR D ³UXEEHU EDQG´ HIIHFW� WKH 0DUVKDOO 3ODQ LV DQ REYLRXV FDQGLGDWH" 6HH DOVR WKH

GLVFXVVLRQ E\ %ODQFKDUG �������

�� 6HH %ODQFKDUG ������ DQG 0XQGHOO ������ IRU D UHODWHG GLVFXVVLRQ�
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YDOXH LQ H[FHVV RI WKHLU RSSRUWXQLW\ FRVW� $QG WKLV FRPSOHPHQWDU\ SLHFH RI UHVWUXFWXULQJ VHHPV WR

KDYH IDLOHG LQ HDUO\ SKDVHV RI WUDQVLWLRQ�

0XFK KDV EHHQ VDLG DQG ZULWWHQ RQ WKH FDXVH RI WKLV IDLOXUH� DQG LQ RQH ZD\ RU DQRWKHU DOPRVW

DOO H[SODQDWLRQV UHYROYH DURXQG WKH LGHD RI PLVVLQJ LQVWLWXWLRQV� 7KH OHJDO V\VWHPV DQG LQVWLWXWLRQV

QHFHVVDU\ IRU WKH SULFH V\VWHP WR GHOLYHU LWV VXFFHVV ZHUH DEVHQW WR D PXFK KLJKHU GHJUHH LQ WKH

&((&V LQ WKH HDUO\ ��V WKDQ ZDV WKH FDVH LQ SRVW�ZDU :HVWHUQ (XURSH� +HUH� WKH WHUP LQVWLWXWLRQV

VKRXOG EH LQWHUSUHWHG LQ WKH EURDGHVW SRVVLEOH VHQVH� 7KH PRVW FUXFLDO DVSHFWV DUH WKH UHJXODWRU\

V\VWHP SHUWDLQLQJ WR EXVLQHVV IRUPDWLRQ� SURSHUW\ ULJKWV� WKH WD[ V\VWHP� DQG � PRVW LPSRUWDQW RI

DOO � D VRXQG EDQNLQJ V\VWHP DQG FDSLWDO PDUNHWV� 'HSHQGLQJ RQ WKH FLUFXPVWDQFHV� SXEOLF

DWWLWXGH WRZDUGV WKHVH LQVWLWXWLRQV PD\ EH VXSSRUWLYH� RU D UHWDUGLQJ IDFWRU� (YHQ WKRXJK WKH

LQWHU�ZDU GHSUHVVLRQ KDG OHIW FHUWDLQ PLVJLYLQJV� WKH SULFH V\VWHP ZDV ZLGHO\ DFFHSWHG LQ SRVW�

:RUOG�:DU :HVWHUQ (XURSH DV D PHDQV WR DOORFDWH VFDUFH UHVRXUFHV� 'HVWUXFWLRQ ZDV DVVRFLDWHG

ZLWK WKH ZDU� DQG WKH SULFH V\VWHP ZDV E\ DQG ODUJH VHHQ DV VXSSRUWLYH RI UHFRQVWUXFWLRQ� ,Q

VKDUS FRQWUDVW� LQ (DVWHUQ FRXQWULHV� QRZ RU DW OHDVW LQ WKH HDUO\ WUDQVIRUPDWLRQ SHULRGV� WKH SULFH

V\VWHP LV PRUH RU OHVV GLUHFWO\ DVVRFLDWHG ZLWK GHVWUXFWLRQ DQG WKHUHIRUH HPEUDFHG PXFK OHVV

HPSKDWLFDOO\� ,QGHHG� LI DSSURSULDWH OHJDO V\VWHPV DQG LQVWLWXWLRQV DUH DEVHQW� WKH SULFH V\VWHP

PD\ EH LQVWDOOHG LPSURSHUO\� JLYLQJ ULVH WR ODUJH ZLQG�IDOO JDLQV DQG EHLQJ RSHQ WR PLVXVH E\

HFRQRPLF FULPH� LQVWHDG RI SOD\LQJ WKH 6PLWKLDQ UROH RI D EHQHILFLDO LQYLVLEOH KDQG� 7KLV LV FHUWDLQO\

QRW FRQGXFLYH WR D JHQHUDO DFFHSWDQFH RI WKH SULFH V\VWHP���

�� 7R SXW LW LQ VRPHZKDW EOXQWHU WHUPV� V\VWHPLF FKDQJH GRHV QRW ORRN WRR DWWUDFWLYH WR WKH

PDVVHV LI WKH RQO\ SHUFHLYDEOH FKDQJH LV WKDW IURP VWDWH PRQRSROLHV WR SULYDWH PRQRSROLHV �VHH

0HOORDQ� ������
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*HWWLQJ ULG RI GLVWRUWLRQV LV SDUWLFXODUO\ GLIILFXOW LI PDFURHFRQRPLF VWDELOL]DWLRQ LV D VLPXOWDQHRXV

SROLF\ REMHFWLYH� 2Q WKH RQH KDQG� DGRSWLQJ DQ XQGLVWRUWHG SULFH V\VWHP ZKLOH DW WKH VDPH WLPH

UHGXFLQJ LQIODWLRQ PD\ UHTXLUH ODUJH UHGXFWLRQV LQ QRPLQDO SULFHV� LQFOXGLQJ QRPLQDO LQFRPHV�

ZKLFK SHRSOH DUH RIWHQ UHOXFWDQW WR DFFHSW LI WKH\ KDYH PRQH\ LOOXVLRQ� 2Q WKH RWKHU KDQG� WKH

DERYH PHQWLRQHG ³ZDU RI DWWULWLRQ´ LV PRUH OLNHO\ WR DULVH LI PDFURHFRQRPLF VWDELOL]DWLRQ LV SXUVXHG

DW D WLPH RI ODUJH UHODWLYH SULFH DGMXVWPHQWV� 7KLV JLYHV ULVH WR D SROLF\ GLOHPPD� ,W SURYHV GLIILFXOW

WR DFKLHYH ERWK� DQ XQGLVWRUWHG SULFH V\VWHP DQG ORZHU LQIODWLRQ� DW WKH VDPH WLPH� ,QGHHG� SROLF\

PDNHUV PD\ IHHO WHPSWHG WR WUDGH LQ RQH REMHFWLYH IRU WKH RWKHU���

��� +LJK DVSLUDWLRQV

)DOOLQJ LQFRPHV DUH SDUWLFXODUO\ KDUG WR EHDU� DQG VXUYLYH SROLWLFDOO\� LI WKH\ FRPH DW D WLPH RI

KLJK DVSLUDWLRQV DQG H[SHFWDWLRQV� 6XFK WLPHV GLG QRW SUHYDLO LQ SRVW�ZDU (XURSH� ,Q SRVW�

FRPPXQLVW (DVWHUQ (XURSH� KRZHYHU� WKH &ROG :DU ULWXDOV RI PXWXDOO\ RYHUVHOOLQJ HFRQRPLF

VXFFHVV RQ ERWK VLGHV� FRXSOHG ZLWK WKH ILQDO GHIHDW RI WKH 6RYLHW VLGH� KDV OHIW D VRPHZKDW

GLVWRUWHG YLHZ LQ VHYHUDO SDUWV RI VRFLHW\ RI KRZ PXFK WKH :HVWHUQ HFRQRPLF PRGHO FRXOG GHOLYHU�

DQG KRZ IDVW� 1RW RQO\ LV LW LPSRUWDQW WR UHDOL]H WKDW WKH SULFH V\VWHP DW WLPHV LPSRVHV SDLQIXO

DGMXVWPHQW� EXW DOVR WR DFNQRZOHGJH WKDW LW LV QRW HTXDOO\ DSSOLFDEOH WR DOO VHFWRUV RI WKH

HFRQRP\� 2Q DOO RI WKHVH DFFRXQWV� WKH DIRUHPHQWLRQHG &ROG :DU ULWXDO ZDV KDUGO\ KHOSIXO WR WKH

�� &RRUH\� 0HFDJQL DQG 2IIHUGDO ������ DUJXH RQ HPSLULFDO JURXQGV WKDW WKH PRUH IUHTXHQW

QHHG RI UHODWLYH SULFH DGMXVWPHQW PDNHV DFKLHYLQJ ORZ LQIODWLRQ UDWHV PRUH GLIILFXOW LQ WUDQVLWLRQ

HFRQRPLHV WKDQ LQ RWKHU FRXQWULHV�
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&((&V ZKHQ LW FDPH WR HVWDEOLVKLQJ D ZHOO�EDODQFHG YLHZ RI ZKDW D GHFHQWUDOL]HG V\VWHP EDVHG

RQ FRPSHWLWLRQ DQG SULFHV FDQ� DQG FDQQRW DFKLHYH�

5HWXUQLQJ WR DVSLUDWLRQV� LW LV HDV\ WR JHW FRQIXVHG E\ GLIIHUHQW LQFRPH ILJXUHV WKDW DUH

UHSRUWHG RQ WKH VXFFHVV RI HFRQRPLHV LQ WUDQVLWLRQ� 7KXV� FRPSDUH ILJXUH � WR ILJXUH � ZKLFK

GHSLFWV *'3 SHU FDSLWD� FDOFXODWHG DW SXUFKDVLQJ SRZHU SDULWLHV �333� LQVWHDG RI RQJRLQJ PDUNHW

H[FKDQJH UDWHV� $OWKRXJK RQH VWLOO REVHUYHV VXFFHVVLYH SHULRGV RI GHFOLQH LQ WKH HDUO\ ��V� WKH

SLFWXUH LV QR GRXEW VRPHZKDW EULJKWHU WKDQ ZDV WKH FDVH ZLWK ILJXUH � DERYH� :KLFK RQH LV ULJKW"

,Q D VHQVH ERWK DUH� )LJXUH � JLYHV D PRUH RU OHVV DFFXUDWH LPSUHVVLRQ RI KRZ VHYHUH UHDO

FRQWUDFWLRQ ZDV LQ WKHVH FRXQWULHV� ZKLOH ILJXUH � WHOOV XV WKDW ZH VKRXOG QRW WDNH WKLV DV DQ

DSSURSULDWH PHDVXUH IRU UHDO LQFRPH ORVVHV UHODWLYH WR :HVWHUQ (XURSHDQ FRXQWULHV� 7KH

GLIIHUHQFH LV EHVW XQGHUVWRRG E\ WKH IROORZLQJ WKRXJKW H[SHULPHQW� ,PDJLQH WZR UHJLRQV RQH RI

ZKLFK H[SHULHQFHV D FRQWUDFWLRQ� WKH RWKHU H[SHULHQFLQJ D ERRP� $VVXPH WKDW SULFHV RI WUDGDEOH

FRPPRGLWLHV DUH JLYHQ IURP ZRUOG PDUNHWV DQG UHPDLQ XQFKDQJHG GXULQJ WKH SHULRG LQ TXHVWLRQ�

DVVXPLQJ FRQVWDQW H[FKDQJH UDWHV� 8QGHU PDQ\ FLUFXPVWDQFHV� ZH ZRXOG WKHQ H[SHFW SULFHV IRU

QRQ�WUDGHG JRRGV WR IDOO LQ WKH GHSUHVVHG UHJLRQ� DQG WR ULVH LQ WKH UHJLRQ ZLWK HFRQRPLF

H[SDQVLRQ� ,Q FDOFXODWLQJ 333� RQH WULHV WR WDNH WKHVH GLIIHUHQWLDO SULFH PRYHPHQWV LQWR DFFRXQW LQ

RUGHU WR REWDLQ FRPSDUDEOH UHDO LQFRPH ILJXUHV� 1RW VXUSULVLQJO\� DSSO\LQJ VXFK 333 LQVWHDG RI

PDUNHW H[FKDQJH UDWHV WR REWDLQ (DVWHUQ *'3 ILJXUHV JLYHV D PRUH IDYRUDEOH YLHZ RI WKH &((&V�

$W WKH ULVN RI RYHUVLPSOLILFDWLRQ� ZH PD\ VD\ WKDW ILJXUH � WDNHV D SRWHQWLDO PLJUDQW
V SRLQW RI

YLHZ� ZKLOH ILJXUH � LV UHOHYDQW WR WKRVH ZKR� IRU ZKDWHYHU UHDVRQ� DUH GHWHUPLQHG WR VWD\� $QG LW

LV WKH ULJKW ILJXUH WR ORRN DW LI WKH DPRXQW RI FRQWUDFWLRQ LV DW LVVXH�

��� 7UDGH

1RW RQO\ ZHUH GLVWRUWLRQV OHVV SUHYDOHQW LQ SRVW�ZDU :HVWHUQ (XURSH� EXW WKH\ ZHUH DOVR IHOW

ZLWK OHVV VHYHULW\ WKDQ LQ SUHVHQW GD\ (DVWHUQ (XURSH� 7KH UHDVRQ LV WKDW (XURSHDQ SRVW�ZDU
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UHFRQVWUXFWLRQ WRRN SODFH LQ D PXFK OHVV JOREDOL]HG ZRUOG WKDQ WUDQVIRUPDWLRQ LQ (DVWHUQ (XURSH�

$IWHU WKH ZDU� (XURSHDQ HFRQRPLHV ZHUH DOPRVW FORVHG WR VWDUW ZLWK� ,QGHHG� RQH RI WKH NH\

LQWHQWLRQV RI WKH 0DUVKDOO 3ODQ DQG WKH (XURSHDQ 3D\PHQWV 8QLRQ ZDV WR IRVWHU WUDGH EHWZHHQ

(XURSHDQ FRXQWULHV� ,QWUD�(XURSHDQ WUDGH ZDV GHHPHG DQ HVVHQWLDO LQJUHGLHQW RI (XURSHDQ SRVW�

ZDU UHFRYHU\� DQG WKHVH LQWHQWLRQV ZHUH QR GRXEW ERUQH RXW� *LYHQ WKH OLPLWHG SRVVLELOLW\ WR WUDGH

ZLWK WKH UHVW RI WKH ZRUOG� DQG JLYHQ WKDW (XURSHDQ FRXQWULHV ZHUH DOO LQ D PRUH RU OHVV HTXDOO\

EDG VKDSH� GRPHVWLF SURGXFHUV IHOW YHU\ OLWWOH FRPSHWLWLRQ IURP ZRUOG PDUNHWV� %\ ZD\ RI FRQWUDVW�

RQH RI WKH OHDGLQJ LGHDV RI WUDQVIRUPDWLRQ LQ &(( LV WR TXLFNO\ LQWHJUDWH WKHVH FRXQWULHV LQWR WKH

ZRUOG HFRQRP\ ZKLFK KDV PHDQZKLOH EHFRPH D JOREDO PDUNHW SODFH� )RU WKH FRXQWULHV LQ

WUDQVLWLRQ� WKLV FRPHV DV D PL[HG EOHVVLQJ� 2Q WKH RQH KDQG� EHLQJ H[SRVHG WR ZRUOG SULFHV DOPRVW

RYHU QLJKW LV D WUHPHQGRXV VKRFN IRU WKHVH GLVWRUWHG HFRQRPLHV� SDUWLFXODUO\ VLQFH GLVWDQFH LQ

DOPRVW DOO RI LWV PHDQLQJV KDV ORVW LPSRUWDQFH� DQG VLQFH VRPH RI WKH VWURQJHVW FRPSHWLWLRQ

FRPHV IURP QHLJKERULQJ :HVWHUQ FRXQWULHV��� 2Q WKH RWKHU KDQG� WKHUH LV DPSOH HYLGHQFH IURP

:HVWHUQ HFRQRPLHV WKDW LQWHJUDWHG FRPPRGLW\ PDUNHWV DQG WUDGH PD\ EH D SRZHUIXO HQJLQH RI

JURZWK��� +HQFH WKH ORQJ UXQ JURZWK SHUVSHFWLYHV VKRXOG EH EULJKWHU LQ D JOREDOL]HG ZRUOG� ,Q WKH

VKRUW UXQ� KRZHYHU� WKH GHVWUXFWLYH IRUFHV j OD 6FKXPSHWHU PD\ GRPLQDWH DQG OHDG WR D SLFWXUH

OLNH WKH RQH SRUWUD\HG E\ ILJXUH ��

7KH SDVW � \HDUV KDYH DOUHDG\ ZLWQHVVHG D VLJQLILFDQW LQFUHDVH LQ WUDGH EHWZHHQ &((&V DQG

(8�FRXQWULHV� 5RGULN ������ DUJXHV WKDW WKLV LV QRW D SXUH UHRULHQWDWLRQ HIIHFW� 2Q WKH RWKHU KDQG�

LI MXGJHG E\ RYHUDOO (DVWHUQ WUDGH�*'3 UDWLRV� WUDGH FUHDWLRQ HIIHFWV KDYH VR IDU EHHQ UDWKHU

�� ,W LV WKHUHIRUH QRW VXUSULVLQJ WKDW WKH FRQWUDFWLRQDU\ HOHPHQW RI UHVWUXFWXULQJ ZDV SDUWLFXODUO\

VWURQJ LQ WKH LQGXVWULDO VHFWRU ZKHUH WUDGHG JRRGV ORRP ODUJH �VHH ILJXUH ���

�� 6HH� DJDLQ� %HQ�'DYLG DQG /RHZ\ ������� +HOSPDQ ������ DQG .HOOHU �������
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PRGHVW �VHH :,,:� ������ +HQFH� ZH KDYH UHDVRQ WR EHOLHYH WKDW WKHUH LV URRP IRU IXUWKHU WUDGH

FUHDWLRQ� 7KLV YLHZ LV DOVR VXSSRUWHG E\ SURMHFWLRQV EDVHG RQ WKH JUDYLW\ PRGHO RI WUDGH �VHH� IRU

LQVWDQFH� %DOGZLQ� �������� :KDWHYHU WKH PHULW RI WKHVH SURMHFWLRQV� REVHUYHG WUDGH DOUHDG\ SRLQWV

WR DQ LPSRUWDQW GLIIHUHQFH WR WKH 0DUVKDOO 3ODQ GD\V� &((&V ZLOO OLNHO\ WXUQ RXW WR EH PRUH

LPSRUWDQW WUDGLQJ SDUWQHUV WR :HVWHUQ (XURSHDQ FRXQWULHV WKDQ WKH 03 UHFLSLHQWV ZHUH IRU WKH 86�

7KLV LV LPSRUWDQW LI WUDGH OLEHUDOL]DWLRQ ILJXUHV SURPLQHQWO\ LQ WKH FRQGLWLRQDOLW\ HOHPHQW DV LQ WKH

FDVH RI (8 HQODUJHPHQW �VHH EHORZ�� )LJXUH � WULHV WR KLJKOLJKW WKLV SRLQW E\ GHSLFWLQJ WKH UHOHYDQW

VKDUH RI LPSRUWV DQG H[SRUWV LQ 86 *13 IRU WKH SRVW�ZDU SHULRG� DQG LQ $XVWULDQ *13 IRU WKH ��V

DQG ��V� UHVSHFWLYHO\� (YHQ WKRXJK WKH &((&V FRYHUHG DUH PXFK VPDOOHU LQ WKHLU HQWLUHW\ WKDQ WKH

JURXS RI 03 UHFLSLHQW FRXQWULHV� $XVWULDQ WUDGH ZLWK WKHVH FRXQWULHV LV PRUH LPSRUWDQW LI

H[SUHVVHG LQ SHUFHQW RI *13 WKDQ ZHUH WKH 03 FRXQWULHV IRU WKH 86 DIWHU :RUOG�:DU�,,� ,I ZH

EHOLHYH LQ WKH SURMHFWLRQV EDVHG RQ WKH JUDYLW\ PRGHO� WKH GLIIHUHQFH LV HYHQ PRUH SURQRXQFHG�

2QH PLJKW DUJXH WKDW DQ H[SRUW VKDUH RI ��� SHUFHQW LV QRW D ORW� EXW WKLV ILJXUH PD\ VXEVWDQWLDOO\

XQGHUVWDWH WKH OHYHUDJH RI WUDGH OLEHUDOL]DWLRQ� $IWHU DOO� WUDGH LV UHODWLYHO\ ORZ EHFDXVH WKHUH DUH

WUDGH EDUULHUV� $V ZH VKDOO VHH LQ WKH VLPXODWLRQ H[HUFLVH UHSRUWHG RQ EHORZ� HYHQ D � SHUFHQW

VKDUH LV HQRXJK IRU VL]DEOH ZHOIDUH JDLQV IURP WUDGH OLEHUDOL]DWLRQ�

�� 6HH� KRZHYHU� *URV DQG *RQFLDU] ������ ZKR DUJXH WKDW PRVW RI WKH WUDGH SRWHQWLDO KDV

DOUHDG\ EHHQ DFKLHYHG� 7KH VLPSOH JUDYLW\ PRGHO SRVWXODWHV WKDW WKH OHYHO RI DJJUHJDWH WUDGH

IORZV EHWZHHQ DQ\ WZR FRXQWULHV LV GHWHUPLQHG E\ VL]H DQG GLVWDQFH�
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��� )RUHLJQ FDSLWDO

:RUOG UHJLRQV ZLWK D UHODWLYHO\ ORZ SHU FDSLWD OHYHO RI DQ XS�WR�GDWH FDSLWDO VWRFN VKRXOG ERDVW

D KLJK UDWH RI UHWXUQ RQ LQYHVWPHQW DQG VKRXOG� WKHUHIRUH� EH DEOH WR GUDZ IRUHLJQ LQYHVWPHQW�

SURYLGHG RQO\ WKDW FDSLWDO PDUNHWV DUH GXO\ LQWHJUDWHG VR WKDW VDYLQJV FDQ IORZ IUHHO\ EHWZHHQ

UHJLRQV� $QG LW LV LQ WKLV UHJDUG WKDW ZH REVHUYH DQRWKHU GLIIHUHQFH EHWZHHQ WKH 0DUVKDOO 3ODQ

GD\V DQG SUHVHQW GD\ (XURSH� 3UHVHQWO\� ZRUOG FDSLWDO PDUNHWV DUH LQWHJUDWHG WR D GHJUHH ZKLFK

ZDV ODVW REVHUYHG SULRU WR :RUOG�:DU�,� ,Q WKH DIWHUPDWK RI :RUOG�:DU�,,� LQWHUQDWLRQDO FDSLWDO

PRELOLW\ ZDV YLUWXDOO\ QLO� 4XLWH DSDUW IURP WKH TXHVWLRQ RI FRQYHUWLELOLW\� $PHULFDQ LQYHVWRUV ZHUH

SDUWLFXODUO\ VK\ ZLWK UHVSHFW WR (XURSH ZKHUH WKH\ KDG VXQN ODUJH DPRXQWV RI PRQH\ GXULQJ WKH

LQWHU�ZDU \HDUV� +HQFH� (XURSHDQ QDWLRQV IRXQG LW PXFK PRUH GLIILFXOW WR JDLQ DFFHVV WR ZRUOG

FDSLWDO PDUNHWV LQ WKH ��V WKDQ DIWHU :RUOG�:DU�, �VHH� IRU LQVWDQFH� 'H /RQJ DQG (LFKHQJUHHQ�

������ %\ ZD\ RI FRQWUDVW� RQFH RSHQHG WR WKH :HVWHUQ ZRUOG LQ WKH ��V� (DVWHUQ (XURSHDQ

FRXQWULHV VDZ D KLJKO\ UHFHSWLYH LQWHUQDWLRQDO FDSLWDO PDUNHW ZKLFK KDG PHDQZKLOH EHFRPH HYHQ

PRUH JOREDO WKDQ FRPPRGLW\ PDUNHWV� :KLOH LW LV WUXH WKDW LQ WKH HDUO\ SKDVHV RI WUDQVLWLRQ WKH

&((&V ZHUH IDFLQJ KLJK ULVN SUHPLD ZKHQ GUDZLQJ RQ IRUHLJQ ILQDQFLQJ� VXFK SUHPLD ZHUH

VXFFHVVLYHO\ UHGXFHG RQFH LQYHVWRU FRQILGHQFH LQ WUDQVIRUPDWLRQ SROLFLHV KDG EHHQ HVWDEOLVKHG�

0HDQZKLOH� SULYDWH FDSLWDO LQIORZV LQWR &((&V DQG (DVWHUQ FRXQWULHV KDYH SLFNHG XS

VXEVWDQWLDOO\� DV HYLGHQFHG E\ ILJXUH � ZKLFK GHSLFWV HQG RI SHULRG VWRFNV LQ SHUFHQW RI *'3 IRU

���� DQG ����� )LJXUH � VKRZV WKDW WKH VKDUH RI SULYDWH FDSLWDO LQIORZV� DQG LQ SDUWLFXODU IRUHLJQ

GLUHFW LQYHVWPHQW� KDV LQFUHDVHG LPSUHVVLYHO\ GXULQJ WKH ILUVW KDOI RI WKH GHFDGH� ,W LV WHPSWLQJ WR

GUDZ D TXLFN FRQFOXVLRQ RQ WKH SUHPLVH WKDW D KLJK UHVSRQVLYHQHVV RI SULYDWH IRUHLJQ LQYHVWRUV WR

WKH UHODWLYHO\ KLJK PDUJLQDO SURGXFWLYLW\ RI FDSLWDO LQ (DVWHUQ (XURSH UHQGHUV DQ\ SXEOLF IRUHLJQ DLG

SURJUDP XQQHFHVVDU\� +RZHYHU� VXFK D FRQFOXVLRQ LV YDOLG RQO\ WR WKH H[WHQW WKDW WKH FDVH IRU

LQWHUQDWLRQDO DLG DV VXFK UHOLHV RQ WKH ODFN RI LQWHUQDWLRQDO FDSLWDO PRELOLW\� $QG ZH KDYH VHHQ LQ

VHFWLRQ � DERYH WKDW WKHUH DUH D QXPEHU RI HIILFLHQF\ DUJXPHQWV IRU DLG WKDW LQ QR ZD\ UHVW RQ WKH
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DEVHQFH RI LQWHUQDWLRQDO FDSLWDO PDUNHW� +HQFH� ZKLOH SULYDWH LQWHUQDWLRQDO FDSLWDO LQIORZV QR GRXEW

DUH LPSRUWDQW IRU WKH &((&V¶ UHFRYHU\ DQG FDWFKLQJ� XS� LW ZRXOG EH ZURQJ WR YLHZ WKHP DV D

SHUIHFW VXEVWLWXWH IRU DLG�

��� $Q\ OHVVRQ"

:KDW DUH ZH WR FRQFOXGH IURP DOO RI WKLV" 2QH PLJKW FRQFOXGH IURP ILJXUHV � DQG � WKDW E\

QRZ LW LV VLPSO\ WRR ODWH� 7KH PRVW GLUH SKDVHV� VR WKH DUJXPHQW PLJKW UXQ� DUH RYHU DQG WKLQJV

ORRN EULJKWHU� KHQFH DLG LV QR ORQJHU QHFHVVDU\� SDUWLFXODUO\ VLQFH SULYDWH FDSLWDO LQIORZV KDYH

SLFNHG XS TXLWH LPSUHVVLYHO\� +RZHYHU� LQ P\ YLHZ WKH RSSRVLWH FRQFOXVLRQ LV DOVR SRVVLEOH� DQG

PRUH FRQYLQFLQJ� $LG FRXOG KDYH FRPH WRR HDUO\� *LYHQ WKH UHVWUXFWXULQJ �DV RSSRVHG WR WKH

UHFRQVWUXFWLRQ� SDUDGLJP UHOHYDQW IRU WKH HDUO\ QLQHWLHV DQG WKH HYLGHQFH KLJKOLJKWHG LQ ILJXUH ��

RQH FDQ DUJXH WKDW LW LV RQO\ QRZ WKDW (DVWHUQ FRXQWULHV DUH DSSURDFKLQJ D SRVLWLRQ FRPSDUDEOH WR

WKDW RI WKH 03 UHFLSLHQWV LQ ����� ZKHUH D UHDVRQDEO\ VHOI�VXSSRUWLQJ JURZWK SDWK PDNHV WKHP D

IHUWLOH JURXQG IRU IRUHLJQ DLG� ,Q RWKHU ZRUGV� ZKLOH VXFK DLG PLJKW KDYH LPSHGHG QHFHVVDU\

UHVWUXFWXULQJ LQ WLPHV RI SRRU LQVWLWXWLRQV� LW LV D PRUH SURPLVLQJ RSWLRQ RQFH LQVWLWXWLRQV KDYH

VWDUWHG WR HPHUJH DQG WKH GHVWUXFWLYH IRUFHV RI UHVWUXFWXULQJ KDYH SHWHUHG RXW DQG WKH

UHFRQVWUXFWLRQ SDUDGLJP VWDUWV WR SUHYDLO� DV LW GLG LQ WKH 0DUVKDOO 3ODQ GD\V� 7KLV VHHPV

SDUWLFXODUO\ UHOHYDQW LI WKH HIILFLHQF\ YLHZ RI DLG LV DGRSWHG� ,W LV DGPLWWHGO\ OHVV FRQYLQFLQJ LI WKH

KXPDQLWDULDQ FDXVH LV LQ WKH IRUHJURXQG� 0RUHRYHU� WKH DERYH GLVFXVVLRQ VXSSRUWV WKH ZLGHO\ KHOG

YLHZ WKDW DLG VKRXOG QRW EH JUDQWHG XQFRQGLWLRQDOO\� %XW IUDPLQJ VXFK FRQGLWLRQDOLW\ VR DV WR PDNH

DQ DLG SDFNDJH PXWXDOO\ DGYDQWDJHRXV IRU ERWK WKH GRQRU DQG WKH UHFLSLHQW FRXQWULHV LV DQ

DUGXRXV WDVN� , VKDOO QRZ WXUQ WR WKH LGHD WKDW DQ (DVWHUQ HQODUJHPHQW RI WKH (8 PLJKW FRQVWLWXWH

DQ DSSURSULDWH GHVLJQ IRU VXFK DQ DLG SDFNDJH�
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��� 7KH SROLF\ SDFNDJH� D EULHI RXWOLQH

7KH (XURSHDQ 8QLRQ KDV UHDFWHG TXLWH SURPSWO\ WR WKH QHZ VLWXDWLRQ DW LWV (DVWHUQ ERUGHU E\

QHJRWLDWLQJ VR�FDOOHG (XURSH $JUHHPHQWV �($� ZLWK VHYHUDO &((&V� 7KH SXUSRVH RI WKHVH

DJUHHPHQWV ZDV WR DFKLHYH D TXLFN LQWHJUDWLRQ RI FRPPRGLW\ PDUNHWV ZKLFK LV KRSHG WR

FRQWULEXWH WR WKH FDWFKLQJ�XS SURFHVV� )RUPDO WUDGH EDUULHUV DUH WR EH PXWXDOO\ DEROLVKHG� H[FHSW

IRU DJULFXOWXUH DQG VHQVLWLYH SURGXFWV OLNH WH[WLOHV DQG VWHHO� 7KH DJUHHPHQWV� UHDFKHG RQ D

ELODWHUDO EDVLV ZLWK �� &((&V��� PHQWLRQ IXOO (8 PHPEHUVKLS DV D ORQJ WHUP REMHFWLYH� :KLOH LW LV

WUXH WKDW WKH ($V GR QRW FRQWDLQ DQ\ WLPH VFKHGXOH IRU QHJRWLDWLRQV RQ DFFHVVLRQ� LW LV SUREDEO\

IDLU WR VD\ WKDW WKH SURVSHFW RI PHPEHUVKLS ZDV FUXFLDO IRU WKH FRQFHVVLRQ WKDW &((&V PDGH RQ

WUDGH OLEHUDOL]DWLRQ� (8 HQODUJHPHQW DQG WUDGH OLEHUDOL]DWLRQ VKRXOG WKXV EH VHHQ DV LQWHJUDO SDUWV

RI D VLQJOH LQLWLDWLYH� 7KLV LV LPSRUWDQW LQ YLHZ RI WKH VLPXODWLRQ H[HUFLVH UHSRUWHG RQ EHORZ�

+RZHYHU� PHPEHUVKLS ZRXOG H[WHQG EH\RQG WUDGH OLEHUDOL]DWLRQ LQ YDULRXV NH\ UHVSHFWV� D� ,W

ZRXOG LPSO\ HQODUJLQJ WKH FXVWRPV XQLRQ� 0RUH JHQHUDOO\� (DVWHUQ FRXQWULHV ZRXOG KDYH WR DFFHSW

WKH FRPPRQ (8 IRUHLJQ WUDGH SROLF\� LQ DGGLWLRQ WR DSSO\LQJ WKH (8 WDULII VFKHGXOH� ZKLFK LV ORZHU

RQ DYHUDJH WKDQ WKHLU SUHVHQW WDULII VFKHGXOH� WR WKHLU WUDGH ZLWK WKLUG FRXQWULHV� E� 7KH\ ZRXOG EH

JUDQWHG� DQG KDYH WR JUDQW� 6LQJOH 0DUNHW VWDWXV YLV�j�YLV DOO IHOORZ (8 PHPEHUV� 7KLV LQFOXGHV�

�� 7KHVH DUH �LQ DOSKDEHWLFDO RUGHU�� %XOJDULD� &]HFK 5HSXEOLF� (VWRQLD� +XQJDU\� /DWYLD�

/LWKXDQLD� 3RODQG� 5RPDQLD� 6ORYDN 5HSXEOLF� DQG 6ORYHQLD�
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EXW JRHV ZHOO EH\RQG� FRPPRGLW\ WUDGH� IHDWXULQJ VHYHUDO SURYLVLRQV DLPLQJ DW IUHH PRYHPHQWV RI

JRRGV� VHUYLFHV� FDSLWDO DQG SHRSOH� %URDGO\ VSHDNLQJ� WKH PDLQ HOHPHQWV DUH PXWXDO DFFHSWDQFH

RI FRPPRGLW\ VWDQGDUGV� DGRSWLRQ RI D FRPPRQ FRPSHWLWLRQ SROLF\ �LQFOXGLQJ SURYLVLRQV DJDLQVW

VWDWH DLGV�� DQG D UHPRYDO RI DOO ERUGHU FRQWUROV��� F� 7KH &((&V ZRXOG KDYH WR DGRSW WKH ZKROH

³DFTXLV FRPPXQDXWDLUH´� L�H�� WKH HQWLUH VWRFN RI WUHDWLHV DQG UHJXODWLRQV ZKLFK IRUP WKH OHJDO

EDVLV RI WKH (8� LQFOXGLQJ DOO SURYLVLRQV SHUWDLQLQJ WR IXWXUH VWHSV RI LQWHJUDWLRQ VXFK DV� IRU

LQVWDQFH� PRQHWDU\ XQLRQ DQG IRUHLJQ SROLF\� G� %\ IDU WKH PRVW LPSRUWDQW SDUW RI WKHVH

UHJXODWLRQV� IURP D &((&
V SRLQW RI YLHZ� UHODWH WR WKH (8 VSHQGLQJ SROLFLHV XQGHU WKH FRPPRQ

DJULFXOWXUDO SROLF\ �&$3� DQG WKH (XURSHDQ VWUXFWXUDO IXQGV �(6)�� +HUH� RI FRXUVH� WKH (DVWHUQ

PHPEHUV ZRXOG EH QHW EHQHILFLDULHV EHFDXVH DOO RI WKHP DUH D ORW SRRUHU DQG DW WKH VDPH WLPH

PRUH DJULFXOWXUDO WKDQ WKH SUHVHQW (8�DYHUDJH �VHH WDEOH ���

2I FRXUVH� H[SHFWHG DLG IURP %UXVVHOV PDNHV (8�DFFHVVLRQ VHHP OLNH D YHU\ DWWUDFWLYH SROLF\

SDFNDJH WR &((&V� $QG LW LV LQ WKLV QHW WUDQVIHU IURP :HVWHUQ WR (DVWHUQ FRXQWULHV WKDW ZH ILQG DQ

LPSRUWDQW SDUDOOHO EHWZHHQ (8 HQODUJHPHQW DQG WKH 0DUVKDOO 3ODQ� 1RWH WKDW VXFK WUDQVIHUV IROORZ

FHUWDLQ UXOHV DQG JXLGHOLQHV� QRW XQOLNH WKH NLQG RI FRQGLWLRQDOLW\ DWWDFKHG WR (53 IXQGV� $V

UHJDUGV WKH (6)� WKH JHQHUDO DLP LV WR UHGXFH LQWUD�(XURSHDQ SURVSHULW\ JDSV DQG WKXV LQFUHDVH

FRKHVLRQ DPRQJ (XURSHDQ UHJLRQV� 0RUH VSHFLILFDOO\� WKH &RPPLVVLRQ LQ FROODERUDWLRQ ZLWK

QDWLRQDO DXWKRULWLHV ZRUNV RXW FULWHULD VXEMHFW WR ZKLFK FRXQWULHV DQG UHJLRQV VKDOO UHFHLYH ILQDQFLDO

VXSSRUW IURP %UXVVHOV� :H QHHG QRW JR LQWR DQ\ GHWDLO KHUH� EXW D SRLQW ZRUWK PHQWLRQLQJ LV WKDW�

DPRQJ RWKHU WKLQJV� WKHVH FULWHULD HQYLVDJH WKDW IXQGV IURP %UXVVHOV DUH EXW FRPSOHPHQWDU\ �RU

HYHQ VXEVLGLDU\� HOHPHQWV LQ WKH UHVSHFWLYH GHYHORSPHQW SURJUDPV� $FFRUGLQJO\� DQ LPSRUWDQW

�� 6HH %DOGZLQ� )UDQFRLV DQG 3RUWHV ������ IRU PRUH GHWDLOV�



��

SDUW RI ILQDQFLQJ LV UHTXLUHG IURP GRPHVWLF VRXUFHV� 7KLV JLYHV WKH &RPPLVVLRQ D FHUWDLQ OHYHUDJH

RQ WKH XVH RI GRPHVWLF IXQGV� QRW XQOLNH WKH FRXQWHUSDUW IXQGV RI WKH (53 SURJUDP�

��� +RZ PXFK DLG LV LQYROYHG"

7KH (8 KDV HPSKDVL]HG DW WKH &RSHQKDJHQ VXPPLW RI ����� DQG UHLWHUDWHG VHYHUDO WLPHV VLQFH

WKDW LWV FDSDFLW\ WR DEVRUE QHZ PHPEHUV IURP WKH (DVW LV OLPLWHG� SUHFLVHO\ EHFDXVH RI WKH

DIRUHPHQWLRQHG QHW WUDQVIHU� ,Q WKH VR�FDOOHG $JHQGD ���� WKH &RPPLVVLRQ KDV VXJJHVWHG WKDW D

ILUVW URXQG RI DFFHVVLRQ QHJRWLDWLRQV ZLWK WKH &]HFK 5HSXEOLF� (VWRQLD� +XQJDU\� 3RODQG� DQG

6ORYHQLD �KHQFHIRUWK FDOOHG &((&V��� EH VWDUWHG LQ ����� ZKLOH DFFHVVLRQ WDONV ZLWK WKH UHPDLQLQJ

� FDQGLGDWHV �%XOJDULD� /DWYLD� /LWKXDQLD� 5RPDQLD DQG WKH 6ORYDN 5HSXEOLF� VKRXOG EH GHOD\HG

XQWLO WKHVH FRXQWULHV KDYH PDGH IXUWKHU HFRQRPLF DQG SROLWLFDO SURJUHVV��� 7KH &RPPLVVLRQ

SUHVHQWV URXJK HVWLPDWHV IRU DJULFXOWXUDO DQG VWUXFWXUDO IXQGV WKDW ZRXOG IORZ LQWR WKH DERYH

PHQWLRQHG JURXS RI &((&V��� WRWDOOLQJ ���� %Q (&8 IRU ����� 7KLV LV D JURVV H[SHQGLWXUH ILJXUH�

7KH &((&V ZRXOG DOVR KDYH WR SD\ FRQWULEXWLRQV� RI FRXUVH� EXW WKHUH ZLOO QR GRXEW UHPDLQ D

VLJQLILFDQW QHW FRVW IRU LQFXPEHQW (8 FRXQWULHV� )RU REYLRXV UHDVRQV� WKH &RPPLVVLRQ UHSRUW

OHDYHV HQWLUHO\ RSHQ KRZ WKLV QHW FRVW VKRXOG EH ILQDQFHG� 7KLV LV D SROLWLFDO LVVXH WKDW ZLOO KDYH WR

EH UHVROYHG LQ IXWXUH LQWHU�JRYHUQPHQWDO QHJRWLDWLRQV�

%UHXVV DQG 6FKHEHFN ������ SUHVHQW D PRUH GHWDLOHG YLHZ RQ KRZ LQGLYLGXDO FRXQWULHV PLJKW

EH DIIHFWHG WKURXJK WKH QHHG WR ILQDQFH IXWXUH QHW WUDQVIHUV WR &((&V� 7KHLU HVWLPDWHV DUH EDVHG

RQ DQ HFRQRPHWULF PRGHO RI (8 H[SHQGLWXUHV DQG UHFHLSWV� IRFXVLQJ RQ UHOHYDQW HFRQRPLF

�� 6HH (XURSlLVFKH .RPPLVVLRQ ������� 7KH &((&V�� SOXV WKHVH FRXQWULHV ZLOO KHQFHIRUWK EH

LQGLFDWHG E\ &((&V����
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FKDUDFWHULVWLFV RI HDFK FRXQWU\� DQG RQ WKH VWDWXV TXR (8 H[SHQGLWXUH SROLF\� 7KH RYHUDOO SLFWXUH

LV PRUH SHVVLPLVWLF WKDQ WKH &RPPLVVLRQ HVWLPDWHV ZRXOG VXJJHVW� WKH QHW FRVW RI D &((&V��

HQODUJHPHQW LV ������ %Q (&8� DQG D &((&V��� HQODUJHPHQW ZRXOG LPSRVH DQ DPRXQW RI ������

%Q (&8�

:KDW DUH UHDVRQDEOH VFHQDULRV IRU KRZ WKHVH FRVWV DUH ERUQH E\ GLIIHUHQW LQFXPEHQW FRXQWULHV�

DQG KRZ LPSRUWDQW LV WKH QHW LQIORZ RI IXQGV WR GLIIHUHQW QHZ PHPEHUV" )LJXUH � VKRZV WKH HIIHFW

RI WKUHH GLIIHUHQW VFHQDULRV IRU LQFXPEHQW FRXQWULHV� D� 3URSRUWLRQDOO\ LQFUHDVLQJ FRQWULEXWLRQ

SD\PHQWV IRU ERWK� LQFXPEHQWV DQG QHZ PHPEHUV LQ VXFK DQ DPRXQW WKDW WKH RYHUDOO (8 EXGJHW

LV EDODQFHG��� E� 3URSRUWLRQDOO\ UHGXFLQJ &$3 UHWXUQ SD\PHQWV� DQG F� SURSRUWLRQDOO\ UHGXFLQJ (6)

IXQGV VXFK DV ZRXOG EH UHTXLUHG WR EDODQFH WKH EXGJHW� 7KH ILJXUH MX[WDSRVHV WKH LQFUHDVHV LQ

QHW FRQWULEXWLRQ UDWHV� DV UHTXLUHG DFFRUGLQJ WR HDFK RI WKHVH VFHQDULRV� ZLWK 0DUVKDOO 3ODQ

DOORWPHQWV H[SUHVVHG LQ SHUFHQW RI *13��� )LJXUH � GHSLFWV QHW FRQWULEXWLRQ SD\PHQWV IRU WKH

&((&V���� 6HYHUDO SRLQWV DUH ZRUWK VWUHVVLQJ� )LUVW� IRU DOO FRXQWULHV LW GRHV PDWWHU D ORW ZKHWKHU

WKH HQODUJHG (8 ZLOO EDODQFH LWV EXGJHW WKURXJK DGMXVWPHQWV RQ WKH UHYHQXH RU WKH H[SHQGLWXUH

VLGH� $XVWULD� IRU LQVWDQFH� ZRXOG UDWKHU KDYH LW UHGXFH LWV (6) IXQGV WKDQ LQFUHDVH FRQWULEXWLRQ

SD\PHQWV� 7KLV VKHGV VRPH OLJKW RQ WKH FRQIOLFW WKDW LV OLNHO\ WR DULVH LQ IXWXUH LQWHU�JRYHUQPHQWDO

QHJRWLDWLRQV GHDOLQJ ZLWK WKH SUHFLVH WHUPV RI HQODUJHPHQW� 6HFRQGO\� HYHQ XQGHU D EDODQFHG (8

EXGJHW� QHW LQIORZV RI UHVRXUFHV LQWR WKH &((&V ZRXOG EH VXEVWDQWLDO� ZD\ DERYH WKH SRVW�ZDU

�� (8 UXOH GRHV QRW DOORZ WKH (XURSHDQ &RPPLVVLRQ WR HQJDJH LQ ERUURZLQJ� +HQFH� WKH (8

EXGJHW KDV WR EH EDODQFHG RQ DQ DQQXDO EDVLV�

�� , KDYH FUXGHO\ ³DQQXDOL]HG´ WKH 0DUVKDOO 3ODQ ILJXUHV E\ GLYLGLQJ WRWDO DOORWPHQWV WKDW KDYH

FRPH LQ GXULQJ WKH SHULRG ��������� E\ � DQG WKHQ H[SUHVVHG WKLV LQ SHUFHQW RI ���� *13 ILJXUHV

�ERWK ILJXUHV ZHUH WDNHQ IURP .RVWU]HZD� 1XQQHQNDPS DQG 6FKPLHGLQJ� ������
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0DUVKDOO 3ODQ DOORWPHQWV RQ DYHUDJH� 7KLUGO\� WKH LQFUHDVHV LQ QHW FRQWULEXWLRQ SD\PHQWV E\

LQFXPEHQW PHPEHUV QHFHVVDU\ WR ILQDQFH VXFK DLG DUH YHU\ PRGHVW� OHVV WKDQ KDOI D SHUFHQWDJH

SRLQW IRU PRVW FRXQWULHV��� ,W WKXV WDNHV D QXPEHU RI \HDUV XQWLO WKH :HVWHUQ (XURSHDQ FRXQWULHV

ZRXOG KDYH VXIIHUHG DQ DFFXPXODWHG HQODUJHPHQW EXUGHQ HTXDO LQ PDJQLWXGH WR WKH IXQGV WKDW

WKH\ KDYH WKHPVHOYHV UHFHLYHG ZD\ EDFN LQ WKH 0DUVKDOO 3ODQ \HDUV� $V UHJDUGV WKH 0DUVKDOO 3ODQ

DQDORJ\� ZH PXVW RI FRXUVH DOVR EHDU LQ PLQG D IXUWKHU GLIIHUHQFH� 7KHQ LW ZDV D RQH WLPH JLIW�

KHUH ZH DUH WDONLQJ DERXW D PRUH RU OHVV SHUPDQHQW WUDQVIHU VWUHDP� ,W LV OHVV WKDQ SHUIHFWO\

SHUPDQHQW� KRZHYHU� EHFDXVH WKH &$3 DQG (6) SROLFLHV WKHPVHOYHV ZLOO VXUHO\ EH VXEMHFW WR

SHULRGLF FKDQJH� IRU LQVWDQFH GHSHQGLQJ RQ WKH DPRXQW RI LQWHU�UHJLRQDO FRKHVLRQ DFKLHYHG�

+HQFH� WKH DERYH ILJXUHV VKRXOG OLNHZLVH EH LQWHUSUHWHG DV WUDQVLWRU\� DOEHLW ZLWK D WLPH�VSDQ

PXFK OHVV VSHFLILF WKDQ WKDW RI 0DUVKDOO 3ODQ DLG�

%HIRUH ZH SURFHHG� LW LV ZRUWK SRLQWLQJ RXW WKDW RWKHU DXWKRUV KDYH FRPH WR OHVV SHVVLPLVWLF

HVWLPDWHV RI WKH ILQDQFLDO DVSHFWV RI HQODUJHPHQW IRU LQFXPEHQW PHPEHUV� 5HO\LQJ RQ D SRZHU

SROLWLFV PRGHO� %DOGZLQ� )UDQFRLV DQG 3RUWHV ������ FRQFOXGH WKDW WKH FRVW RI HQODUJHPHQW LV PXFK

ORZHU� DERXW KDOI RI WKH %UHXVV�6FKHEHFN HVWLPDWHV� :KLFK RI WKH WZR DSSURDFKHV LV PRUH

DSSURSULDWH PXVW UHPDLQ RSHQ WR GHEDWH DQG� ILQDOO\� H[SHULHQFH� +RZHYHU� LI ZH DUH LQWHUHVWHG LQ

ZKHWKHU HQODUJHPHQW LV DGYDQWDJHRXV IRU DQ LQFXPEHQW OLNH $XVWULD� WKH SHVVLPLVWLF %UHXVV�

6FKHEHFN QXPEHUV VHHP PRUH DSSURSULDWH WR ZRUN ZLWK�

�� $FFRUGLQJ WR WKHVH HVWLPDWHV� WKH PDMRU H[FHSWLRQV DUH *UHHFH DQG ,UHODQG ZKRVH QHW

UHFHLSWV ZRXOG VKULQN FRQVLGHUDEO\ LQ DQ HQODUJHG (8�
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��� ,V WKHUH D GRZQVLGH IRU WKH &((&V"

:LWK VR PXFK DLG FRPLQJ LQ WKURXJK (8 PHPEHUVKLS� LV WKHUH DOVR D GRZQVLGH IRU WKH QHZ

PHPEHUV" 6RPH REVHUYHUV PLJKW SRLQW RXW WKDW WKH &((&V ZRXOG HQWHU D 8QLRQ ZKLFK VWDQGV IRU

RXWGDWHG DQG LOO�JXLGHG PRGHOV RI HFRQRPLF SROLF\ DQG ZKLFK LV� WKHUHIRUH� TXLWH XQDWWUDFWLYH VDYH

IRU WUDQVIHU UHDVRQV� ,Q OLQH ZLWK WKH ³(XUR�VFOHURVLV´ SDUDGLJP� VXFK REVHUYHUV ZRXOG DUJXH WKDW

WKH (8 LV UHJXODWLRQ�SURQH DQG SURWHFWLRQLVW DJDLQVW WKH RXWVLGH ZRUOG� DQG WKDW LW LV SODJXHG E\

RYHU�VL]HG ZHOIDUH V\VWHPV DQG ODERU PDUNHW ULJLGLWLHV ZKLFK ZLOO EH IHOW DOO WKH PRUH VHYHUHO\

XQGHU 0RQHWDU\ 8QLRQ��� %DVHG RQ WKLV YLHZ� RQH PLJKW HYHQ FRQFOXGH WKDW (8 PHPEHUVKLS LV QRW

ZRUWK LW GHVSLWH WKH KXJH LQIORZ RI WUDQVIHUV� +RZHYHU� WKH YLHZ FDQ EH FKDOOHQJHG RQ VHYHUDO

JURXQGV� )LUVW� VRPH RI WKHVH SUREOHPV � ODERU PDUNHW ULJLGLWLHV LQ SDUWLFXODU � KDYH YHU\ OLWWOH WR

GR ZLWK WKH (8� EXW DUH LQVWHDG ODUJHO\ KRPH�PDGH ZLWKLQ WKH FRXQWULHV� 0RUH JHQHUDOO\� LW LV

GLIILFXOW WR VHH ZK\ (8 PHPEHUVKLS DV VXFK VKRXOG NHHS WKH &((&V IURP DYRLGLQJ PDQ\ RI WKH

PLVWDNHV WKDW WKHLU :HVWHUQ IHOORZ PHPEHUV KDYH PDGH LQ WKH SDVW� 6HFRQGO\� WKH ³(XUR�VFOHURVLV´

VWHUHRW\SH LV TXLWH RIWHQ RYHUGRQH� ,W LV QRW KDUG WR ILQG HYLGHQFH WKDW (XURSH WRGD\ VHHPV RQ WKH

EULQN RI D QHZ VWDUW� DQG YDULRXV LQWHJUDWLRQ HIIRUWV RI WKH (8� VWDUWLQJ ZLWK WKH 6LQJOH 0DUNHW

LQLWLDWLYH EDFN LQ ����� QR GRXEW GHVHUYH D IDLU DPRXQW RI FUHGLW� 0RUHRYHU� LW FDQ EH DUJXHG WKDW

EURDGHQLQJ LQWHJUDWLRQ E\ (DVWHUQ HQODUJHPHQW RI WKH (8 ZLOO� LQ LWVHOI� IXUWKHU VWUHQJWKHQ

(XURSH
V QDVFHQW OLEHUDOLVP� DQG VKRXOG WKHUHIRUH UHFHLYH SULRULW\ RYHU PHDVXUHV WRZDUGV

GHHSHQLQJ LQWHJUDWLRQ���

�� $V DQ H[DPSOH IRU VXFK D YLHZ� VHH .ULVWRO �������

�� $V DQ H[DPSOH IRU WKLV PRUH RSWLPLVWLF YLHZ RQ (XURSH� VHH .DPP ������ DQG 0HOORDQ

�������
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7KHUH LV� DGPLWWHGO\� PXFK WR EH VDLG LQ WKH ZD\ RI FULWLFL]LQJ (8 SROLFLHV� EXW RYHUDOO LW LV IDLU

WR VD\ WKDW WKH\ DUH EDVHG RQ D FOHDU FRPPLWPHQW WR D� IUHH WUDGH DQG FDSLWDO PRYHPHQWV� E�

UHVWULFWLQJ JRYHUQPHQW VXEVLGLHV� F� HQIRUFH FRPSHWLWLRQ WR KDYH D ZRUNLQJ SULFH PHFKDQLVP� DQG

G� WR VRXQG PDFURHFRQRPLF SROLFLHV� )XUWKHUPRUH� LQ LWV $JHQGD ���� WKH &RPPLVVLRQ KDV VHW WKH

VWDJH IRU D IXQGDPHQWDO RYHUKDXO RI LWV DJULFXOWXUDO SROLF\ ZKLFK QR GRXEW LV WKH ZHDNHVW HOHPHQW

RI DOO (8 VWUXFWXUHV� $W DQ\ UDWH� JLYHQ WKH KXJH WUDQVIHU LQIORZV LQYROYHG �VHH DERYH�� WKH (8�&$3

ZRXOG KDUGO\ EH D GRZQVLGH IRU QHZ PHPEHUV IURP WKH (DVW� ZKDWHYHU LWV GHPHULWV IURP D PRUH

JOREDO SRLQW RI YLHZ� ,Q DOO WKH DIRUHPHQWLRQHG UHVSHFWV WKH LQFUHPHQWDO HIIHFW RI (8 PHPEHUVKLS

RQ WKH UHIRUP SURFHVV LQ &((&V VKRXOG� RQ WKH ZKROH� EH SRVLWLYH� , ZRXOG QRW GLVPLVV RXWULJKW

WKH FRQFHUQ WKDW HQWHULQJ WKH (8 PD\ LQYROYH DGRSWLQJ PLVJXLGHG SROLFLHV DQG UHLWHUDWLQJ HUURUV

WKDW PLJKW VHHP DYRLGDEOH LI LQVWLWXWLRQV FRXOG GHVLJQHG IURP VFUDWFK� +RZHYHU� KLVWRU\ WHOOV WKDW

D SXUH ³EOXHSULQW�DSSURDFK´ WRZDUGV HVWDEOLVKLQJ DQ LQVWLWXWLRQDO IUDPHZRUN IRU D IXQFWLRQLQJ

PDUNHW HFRQRP\ LV YHU\ KDUG WR LPSOHPHQW� ,QVWHDG� WKH HYROXWLRQ RI VXFK LQVWLWXWLRQV QRUPDOO\

GUDZV RQ D FRPSOH[ ZHE RI VRFLDO WUDGLWLRQV DQG H[SHFWDWLRQV� $QG (8 PHPEHUVKLS RIIHUV D

FRQYHQLHQW ZD\ RI LPSRUWLQJ WKHVH ZKHUH RQHV RZQ KLVWRU\ GRHV QRW RIIHU PXFK VXSSRUW� DV LQ WKH

FDVH RI &((&V� 2YHUDOO� WKHQ� LW VHHPV IXQGDPHQWDOO\ ZURQJ WR YLHZ (8 PHPEHUVKLS IRU WKH

&((&V DV D VLPSOH SDFNDJH FRQWDLQLQJ DLG ZKLFK KDV WR EH SDLG IRU E\ DFFHSWLQJ FHUWDLQ

GLVDGYDQWDJHV LQ YDULRXV UHDOPV RI HFRQRPLF SROLF\� ,QVWHDG� WKH DSSURSULDWH SDUDGLJP LV RQH RI

DLG ZLWK D FRPSOH[ HOHPHQW RI FRQGLWLRQDOLW\ ZKLFK� LQ LWVHOI� LV EHQHILFLDO WR WKH &((&V� 5HWXUQLQJ

WR WKH HIILFLHQF\ DUJXPHQWV IRU DLG H[SRXQGHG LQ VHFWLRQ ��� DERYH� RQH PD\ QRZ DVN ZKHWKHU (8

HQODUJHPHQW LV DOVR EHQHILFLDO WR LQFXPEHQW (8 FRXQWULHV� 7KH IROORZLQJ VHFWLRQ WULHV WR DQVZHU

WKLV TXHVWLRQ IURP DQ $XVWULDQ SHUVSHFWLYH�
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3XEOLF GHEDWHV LQ (8 FRXQWULHV RQ DQ (DVWHUQ HQODUJHPHQW DUH GRPLQDWHG E\ VNHSWLFLVP� ,Q

DGGLWLRQ WR WKH ILQDQFLDO EXUGHQ PHQWLRQHG DERYH� WKHUH LV FRQFHUQ DERXW LPSRUW FRPSHWLWLRQ IURP

WKH (DVW ZKLFK FDXVHV KDUGVKLSV IRU FHUWDLQ VHFWRUV DQG LQGLYLGXDOV� SRWHQWLDOO\ DJJUDYDWHG E\

ODERU PDUNHW GLVUXSWLRQV GXH WR (DVW�:HVW PLJUDWLRQ� 7KLV GRHV QRW VHHP WR VTXDUH ZHOO ZLWK WKH

FODLP� LQGLFDWHG VHYHUDO WLPHV DERYH� WKDW WKH GRQRU FRXQWULHV PLJKW YLHZ DLG SD\PHQWV DV D

PHDQV WR DFKLHYH RWKHUZLVH XQOLNHO\ EHQHILFLDO FKDQJHV� 7KH SUREOHP ZLWK WKLV GHEDWH LV WKDW LW

WHQGV WR HPSKDVL]H WKH EXGJHWDU\ LPSOLFDWLRQV EHFDXVH WKH\ DUH KLJKO\ YLVLEOH DQG HDV\ WR

XQGHUVWDQG� DQG WR LJQRUH WKH JDLQIXO HIIHFWV IURP WUDGH OLEHUDOL]DWLRQ EHFDXVH WKHVH DUH OHVV

REYLRXV DQG PRUH GLIILFXOW WR TXDQWLI\� 2QH ZD\ WR JHW D PRUH HYHQ�VLGHG YLHZ RQ WKH LVVXH LV WR

FDUU\ RXW D VLPXODWLRQ VWXG\ EDVHG RQ D WKHRUHWLFDO PRGHO ZKLFK GXO\ FDSWXUHV WKH ZHOIDUH HIIHFWV

IURP UHGXFLQJ WUDGH EDUULHUV� LQ DGGLWLRQ WR WKH EXGJHWDU\ EXUGHQ RI HQODUJHPHQW� 6XFK D VWXG\

ZDV FDUULHG RXW E\ .HXVFKQLJJ DQG .RKOHU ������ ����D DQG ����E���� 7KH UHVXOW WKHUH� LQGHHG� LV

WKDW WKH WUDGH OLEHUDOL]DWLRQ HIIHFW RI HQODUJHPHQW VKRXOG LQYROYH HIILFLHQF\ JDLQV ZKLFK DUH OLNHO\

WR RYHU�FRPSHQVDWH WKH $XVWULDQ EXGJHWDU\ EXUGHQ� 7KLV VHFWLRQ RIIHUV D IHZ ZRUGV RQ WKH NLQG

RI DSSURDFK FKRVHQ� DQG WKHQ KLJKOLJKWV VRPH RI WKH NH\ UHVXOWV�

�� .HXVFKQLJJ DQG .RKOHU �����E� JURXSV WKH DFFHVVLRQ FRXQWULHV LQ DFFRUGDQFH ZLWK WKH

$JHQGD ���� SURSRVDO� ZKHUHDV WKH HDUOLHU SDSHUV ����� DQG ����D� DUH EDVHG RQ WKH LQLWLDO

SHUFHSWLRQ ZLWK WKH 6ORYDN 5HSXEOLF� LQVWHDG RI (VWRQLD� EHLQJ SDUW RI WKH ILUVW URXQG RI

HQODUJHPHQW WDONV�
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��� $ VLPXODWLRQ DSSURDFK

2XU DSSURDFK LV WR FDOLEUDWH DQ HQULFKHG WH[WERRN PRGHO WR UHDO ZRUOG $XVWULDQ GDWD� GXO\

HPSKDVL]LQJ (DVW�:HVW WUDGH UHODWLRQV� DQG WKHQ GR ³WKHRU\ ZLWK QXPEHUV´� ,�H�� ZH VWDUW ZLWK D

QXPHULFDO PRGHO ZKLFK LV DEOH WR UHSURGXFH D JLYHQ KLVWRULFDO GDWD VHW DV DQ HTXLOLEULXP VROXWLRQ�

ZH WKHQ ³VKRFN´ WKLV PRGHO E\ D SROLF\ VFHQDULR ZKLFK FDSWXUHV WKH HVVHQWLDO LQJUHGLHQWV RI

HQODUJHPHQW� FDOFXODWH WKH QHZ HTXLOLEULXP DQG� ILQDOO\� FRPSDUH WKLV DV D VRUW RI FRXQWHUIDFWXDO

HTXLOLEULXP ZLWK WKH LQLWLDO EHQFKPDUN HTXLOLEULXP�

:H XVH D QHRFODVVLFDO PRGHO IHDWXULQJ RSWLPL]LQJ DJHQWV RQ ERWK WKH FRQVXPSWLRQ DQG WKH

SURGXFWLRQ VLGH RI WKH HFRQRP\� 2SWLPL]DWLRQ H[WHQGV WR VDYLQJV DQG LQYHVWPHQW� KHQFH WKH

PRGHO DOORZV IRU DFFXPXODWLRQ DQG JURZWK HIIHFWV� :H GLVWLQJXLVK EHWZHHQ �� GLIIHUHQW VHFWRUV�

HDFK SURGXFLQJ GLIIHUHQWLDWHG JRRGV XVLQJ WKUHH NLQGV RI SULPDU\ LQSXWV� SK\VLFDO FDSLWDO� KLJK�

VNLOOHG ODERU� DQG ORZ�VNLOOHG ODERU� ,Q DGGLWLRQ� ZH LQFRUSRUDWH D IXOO LQSXW�RXWSXW VWUXFWXUH IRU

LQWHUPHGLDWHV� LQFOXGLQJ LPSRUWHG LQSXWV� 7KH PRGHO HQYLVDJHV $XVWULDQ LPSRUWV DQG H[SRUWV RI

JRRGV DQG VHUYLFHV FRPLQJ IURP DQG JRLQJ WR WKH (8� WKH SRWHQWLDO PHPEHU FRXQWULHV IURP &((�

DQG WKH UHVW RI WKH ZRUOG� ,PSRUWV DUH LPSHUIHFW VXEVWLWXWHV IRU KRPH SURGXFHG JRRGV�

&RPPRGLW\ PDUNHWV DUH FKDUDFWHUL]HG E\ PRQRSROLVWLF FRPSHWLWLRQ ZKHUH IUHH HQWU\ FRPSHWHV

DZD\ DOO SURILWV LQ HTXLOLEULXP� ,Q DGGLWLRQ� ZH DVVXPH WKDW $XVWULD KDV XQKLQGHUHG DFFHVV WR

ZRUOG FDSLWDO PDUNHWV DW D JLYHQ LQWHUHVW UDWH� *LYHQ WKH WUDQVIHU SD\PHQWV WR WKH 8QLRQ� D FUXFLDO

DVSHFW LV JRYHUQPHQW ILQDQFH� :H H[SOLFLWO\ PRGHO JRYHUQPHQW H[SHQGLWXUHV� LQFOXGLQJ VXFK

WUDQVIHU SD\PHQWV� DV ZHOO DV UHYHQXHV WKURXJK DQ HODERUDWH WD[ V\VWHP� 6SHFLILFDOO\� WKH PRGHO

UHTXLUHV WKDW DQ\ LQFUHDVH LQ JRYHUQPHQW H[SHQGLWXUHV EH HLWKHU ILQDQFHG WKURXJK LQFUHDVHG

WD[DWLRQ RU LQFUHDVHG JRYHUQPHQW ERUURZLQJ ZKLFK� LQ WXUQ� ZLOO HLWKHU GUDLQ WKH VDYLQJV DYDLODEOH

IRU LQYHVWPHQW RU LPSO\ DQ LQFUHDVH LQ IRUHLJQ GHEW� :H WKXV IXOO\ DFFRXQW IRU DOO UHOHYDQW EXGJHW

FRQVWUDLQWV�
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7KH EHQFKPDUN HTXLOLEULXP WKDW ZH REWDLQ E\ FDOLEUDWLQJ WKLV PRGHO WR UHDO ZRUOG GDWD PXVW EH

WKRXJKW RI DV SRUWUD\LQJ WKH $XVWULDQ HFRQRP\ LQ DQ HTXLOLEULXP SRVLWLRQ RQ LWV ORQJ�UXQ JURZWK

SDWK� HTXLOLEULXP PHDQLQJ IXOILOOPHQW RI DOO UHOHYDQW RSWLPDOLW\ FRQGLWLRQV DV ZHOO DV PDUNHW

FOHDULQJ��� 1RZ FRPHV DQ HQODUJHPHQW VFHQDULR� D� $XVWULDQ H[SRUWV WR WKH &((&V DUH QR ORQJHU

VXEMHFW WR WDULIIV �� SHUFHQW RQ DYHUDJH�� QRU DUH LPSRUWV IURP WKH QHZ (DVWHUQ PHPEHUV VXEMHFW

WR WKH (8 H[WHUQDO WDULII ���� SHUFHQW RQ DYHUDJH�� E� 7KHUH ZLOO QR ORQJHU EH ERUGHU FRQWUROV� DQG

FRPPRGLW\ VWDQGDUGV VKDOO EH PXWXDOO\ DFFHSWHG� ,Q OLQH ZLWK RWKHU VWXGLHV ZH LQFRUSRUDWH WKLV DV

D IDOO LQ UHDO WUDGH FRVWV IURP � SHUFHQW RI WUDQVDFWLRQ YDOXHV WR ]HUR��� F� 7KHUH ZLOO EH DGGLWLRQDO

LPSRUW FRPSHWLWLRQ LQ IRRG DQG DJULFXOWXUH ZKHUH (DVWHUQ FRXQWULHV DUH NQRZQ WR EH ORZ FRVW

VXSSOLHUV� ,Q OLQH ZLWK HVWLPDWHV SHUWDLQLQJ WR $XVWULD¶V RZQ (8 DFFHVVLRQ� ZH VWLSXODWH D IDOO LQ

DJULFXOWXUDO DQG IRRG LPSRUW SULFHV IURP &((&V LQ WKH DPRXQW RI �� DQG � SHUFHQW� UHVSHFWLYHO\�

$QG ILQDOO\� G� $XVWULD ZLOO QHHG WR ILQDQFH WKH LQFUHDVH LQ QHW WUDQVIHUV WR WKH (8� ZKHUHE\ WKH

UHOHYDQW ILJXUHV PD\ EH VHHQ IURP ILJXUH � DERYH� $OO RI WKHVH FKDQJHV ZLOO GLVSODFH WKH PRGHO

HFRQRP\ IURP WKH LQLWLDO JURZWK SDWK DQG KDYH LW UXQ WKURXJK DQ DGMXVWPHQW SDWK DSSURDFKLQJ D

QHZ ORQJ UXQ HTXLOLEULXP� DV GHSLFWHG LQ D VFKHPDWLF ZD\ E\ ILJXUH � ZKHUH LW LV DVVXPHG WKDW D

�� 7R DUULYH DW VXFK D EHQFKPDUN HTXLOLEULXP� RQH GUDZV RQ GDWD IURP D ODUJH DUUD\ RI VRXUFHV

ZKLFK LQHYLWDEO\ SHUWDLQ WR GLIIHUHQW SHULRGV DQG ZKLFK QHHG WR EH DGMXVWHG WR EH PXWXDOO\

FRQVLVWHQW� ,Q RXU FDVH� ZH XVH WKH PRVW UHFHQW $XVWULDQ LQSXW RXWSXW WDEOH RULJLQDOO\ GDWLQJ EDFN

WR ����� :H KDYH XSGDWHG LW WR ���� DQG PHUJHG LW ZLWK ORQJ�UXQ WUHQG YDOXHV IURP QDWLRQDO

DFFRXQWV VWDWLVWLFV� DV ZHOO DV WUDGH VKDUHV IRU GLIIHUHQW FRXQWULHV DQG VHFWRUV IURP �����

�� 7KLV ILJXUH PD\ EH VHHQ DV FRQVHUYDWLYH FRQVHQVXV HVWLPDWH� 6HH %DOGZLQ� )UDQFRLV DQG

3RUWHV ������ ZKR DVVXPH D PRUH RSWLPLVWLF YDOXH RI �� SHUFHQW�
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WHPSRUDU\ UHGXFWLRQ LQ FRQVXPSWLRQ LV UHTXLUHG WR IDFLOLWDWH LQYHVWPHQW DQG D VXEVHTXHQW VKLIW WR

D KLJKHU�OHYHO JURZWK SDWK�

��� 6LPXODWLRQ UHVXOWV

, VKDOO UHVWULFW P\VHOI WR RQO\ D IHZ NH\ UHVXOWV� 7DEOH � LQGLFDWHV WKDW HQODUJHPHQW VKRXOG LQ

WKH ORQJ UXQ EH H[SDQVLRQDU\ RQ WKH FDSLWDO VWRFN E\ DQ DPRXQW RI � WR ��� SHUFHQW� GHSHQGLQJ RQ

XQGHUO\LQJ VFHQDULR� 7KH UHDVRQ LV WKDW WKH UHWXUQ WR LQYHVWPHQW LQFUHDVHV� GXH WR KLJKHU H[SRUW

GHPDQG DQG FKHDSHU LPSRUWHG LQWHUPHGLDWHV IURP &((&V� 3HUKDSV OHVV LPSRUWDQWO\� LQYHVWRUV ZLOO

DOVR EHQHILW IURP FKHDSHU LPSRUWHG FDSLWDO JRRGV IURP WKH (DVW� +LJKHU FDSLWDO VWRFNV IDFLOLWDWH

KLJKHU RXWSXW� KHQFH ORQJ UXQ *'3 ZLOO EH KLJKHU WRR� ,QGHHG� WKH SHUFHQWDJH LQFUHDVH LV ODUJHU

IRU *'3 WKDQ IRU WKH FDSLWDO VWRFN� GXH WR KLJKHU SURGXFHU SULFHV DQG D UHDOORFDWLRQ RI DOO SULPDU\

LQSXW WRZDUGV VHFWRUV ZKHUH VXFK SULFH LQFUHDVHV DUH ODUJHVW� ,W LV LQWHUHVWLQJ WR VHH KRZ WKH

VHFWRUDO DGMXVWPHQW ORRNV OLNH LQ PRUH GHWDLO� 7KXV� ILJXUH � GHSLFWV ORQJ UXQ FKDQJHV LQ VHFWRU

RXWSXWV GXH WR HQODUJHPHQW� 1RW VXUSULVLQJO\� DJULFXOWXUH H[SHULHQFHV D VHYHUH GHSUHVVLRQ� ZKLOH

DOO RWKHU VHFWRUV �H[FHSW VHUYLFHV� H[SDQG� QRWDEO\ FKHPLFDOV DQG WH[WLOHV ZKHUH WKH UHPRYDO RI

WUDGH EDUULHUV KDV WKH ODUJHVW HIIHFW� 1RWLFH WKDW WKLV LV SHUIHFWO\ FRQVLVWHQW ZLWK WH[WLOHV EHLQJ RQ D

ORQJ UXQ GHFOLQH IRU RWKHU UHDVRQV� +HUH ZH DUH WDONLQJ DERXW D GLIIHUHQWLDO HIIHFW IURP (8

HQODUJHPHQW�

7H[WLOHV DQG YDULRXV RWKHU H[SDQGLQJ VHFWRUV� OLNH SDSHU DQG SDSHU SURGXFWV� DUH DPRQJ WKH

OHVV VNLOO�LQWHQVLYH VHFWRUV� +HQFH WKH SDUWLFXODU NLQG RI H[SDQVLRQ FDXVHG E\ (DVWHUQ HQODUJHPHQW

LV FRXSOHG ZLWK VWURQJ GHPDQG IRU XQVNLOOHG ODERU� /RRNLQJ EDFN WR WDEOH �� ZH DUH WKHUHIRUH QRW

WRR VXUSULVHG WR ILQG RXW WKDW WKH ZDJH VSUHDG EHWZHHQ WKH WZR W\SHV RI ODERU LV RQO\ PDUJLQDOO\

ZLGHQHG XQGHU WKH &$3 VFHQDULR �DJULFXOWXUDO UHWXUQ SD\PHQWV UHGXFHG�� DQG HYHQ QDUURZHG

XQGHU WKH &2175 VFHQDULR �FRQWULEXWLRQ SD\PHQWV LQFUHDVHG�� 5DWKHU WKDQ WDNLQJ LW DV D IRUHJRQH

FRQFOXVLRQ WKDW LQWHJUDWLQJ SRRUHU UHJLRQV LQWR ULFKHU RQHV ZLOO GHSULYH ORZ�VNLOOHG UHODWLYH WR KLJK�
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VNLOOHG ODERU LQ ULFK UHJLRQV� ZH VKRXOG KDYH D FORVH ORRN DW ZKDW LQWHJUDWLRQ DFWXDOO\ PHDQV RQ D

VHFWRUDO OHYHO� ,Q RXU FDVH� ERWK ZDJH UDWHV DUH XS LQ WKH ORQJ UXQ� 0RUHRYHU� FRPSDULQJ WKHVH

LQFUHDVHV ZLWK WKH FKDQJHV LQ WKH FRQVXPHU SULFH LQGH[� ZH LGHQWLI\ WKHP DV UHDO ZDJH

LPSURYHPHQWV� 7KH H[SODQDWLRQ� RI FRXUVH� LV WKDW DQ LQFUHDVHG FDSLWDO VWRFN DIIRUGV ODERU D KLJKHU

PDUJLQDO SURGXFWLYLW\� 1RWLFH DOVR WKDW� IDU IURP LPSRVLQJ D ILVFDO EXUGHQ RQ WKH JRYHUQPHQW�

HQODUJHPHQW VZHOOV WKH WD[ EDVH WKURXJK RYHUDOO H[SDQVLRQ� WKXV DOORZLQJ WKH JRYHUQPHQW WR UDLVH

LWV OXPS�VXP WUDQVIHUV WR GRPHVWLF KRXVHKROGV E\ DV PXFK DV ��� SHUFHQW XQGHU WKH &((&V���&$3

VFHQDULR� IRU LQVWDQFH� 'LVSRVDEOH ZDJH LQFRPH WKHUHIRUH LQFUHDVHV E\ HYHQ PRUH WKDQ ZDJH

LQFRPH DORQH�

$OO RI WKHVH DUH ORQJ UXQ FKDQJHV� )LJXUH � VXJJHVWV WKDW ORQJ UXQ JURZWK PD\ UHTXLUH D

VLJQLILFDQW VDFULILFH LQ WHUPV RI IRUJRQH FRQVXPSWLRQ ZKLFK LV UHTXLUHG WR ILQDQFH LQYHVWPHQW DQG

DFFXPXODWLRQ GXULQJ WKH WUDQVLWLRQ SURFHVV� :KDW DERXW JHQHUDWLRQV XQIRUWXQDWH HQRXJK WR OLYH

GXULQJ HDUO\ SHULRGV RI DGMXVWPHQW" 7KH PRVW XQIRUWXQDWH JHQHUDWLRQV RI DOO DUH WKRVH HQWHULQJ

WKH HFRQRP\ ULJKW DW WKH WLPH RI� RU VKRUWO\ DIWHU� HQODUJHPHQW ZKHQ DGMXVWPHQW OLHV DKHDG DQG

WKH IUXLWV RI DQ HQODUJHG FDSLWDO VWRFN FDQQRW \HW EH UHDSHG� /RRNLQJ DW WKH UHVXOWV LQ PRUH GHWDLO

ZRXOG WHOO XV WKDW HYHQ WKH\ VWDQG WR JDLQ� EXW D ERWWRP OLQH HYDOXDWLRQ UHTXLUHV D PRUH

FRPSUHKHQVLYH VXPPDU\ PHDVXUH ZKLFK ZH KDYH FDOFXODWHG LQ WKH IROORZLQJ ZD\� )RU HDFK DQG

HYHU\ JHQHUDWLRQ ZH DVN� +RZ PXFK ZRXOG LW KDYH WR UHFHLYH� RU JLYH DZD\� E\ ZD\ RI D

FRPSHQVDWRU\ WUDQVIHU VR DV WR ILQG RXW WKDW LW IDUHV MXVW DV ZHOO XQGHU HQODUJHPHQW WKDQ ZLWKRXW�

FRQVLGHULQJ LWV HQWLUH OLIH VSDQ� 7R GR VR� RQH KDV WR LQGXOJH LQWR FRPSOH[ XWLOLW\ FDOFXODWLRQV ZKLFK

QHHG QRW ERWKHU XV KHUH� 6XSSRVH� LQVWHDG� ZH KDYH VXFFHHGHG DQG VXFK FRPSHQVDWLRQ ILJXUHV

DUH DW KDQG IRU HDFK JHQHUDWLRQ� ,W LV WKHQ WHPSWLQJ WR DGG WKHP XS� DSSO\LQJ D VRFLDO GLVFRXQW

UDWH WR JLYH PRUH ZHLJKW WR SUHVHQW WKDQ WR IXWXUH HIIHFWV� )LQDOO\� ZH FRQYHUW WKH DJJUHJDWH

ILJXUH VR REWDLQHG LQWR D SHUPDQHQW LQFRPH VWUHDP� DQG H[SUHVV LW LQ SHUFHQW RI LQLWLDO EHQFKPDUN

*'3� 7KLV LV KRZ RQH VKRXOG UHDG WKH ZHOIDUH�HTXLYDOHQW YDULDWLRQ LQ WDEOH �� ,Q RWKHU ZRUGV� LI

$XVWULD ZHUH WR UHFHLYH D \HDUO\ WUDQVIHU SD\PHQW HTXDO WR ��� SHUFHQW RI SUHVHQW *'3� JUDQWHG
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IRUHYHU WKURXJKRXW WKH HQWLUH IXWXUH� WKHQ LW ZRXOG RI FRXUVH EH SRVVLEOH WR UDLVH WKH ZHOO�EHLQJ RI

DOO LWV SUHVHQW DQG IXWXUH JHQHUDWLRQV� 2XU VLPXODWLRQ UHVXOWV LPSO\ WKDW (8 HQODUJHPHQW WR &((&V�

� XQGHU WKH &$3 VFHQDULR ZRXOG KDYH DQ HIIHFW HTXDO WR VXFK D SHUPDQHQW WUDQVIHU SD\PHQW�

1RWLFH WKDW WKLV ILJXUH LV VXEVWDQWLDOO\ ORZHU WKDQ WKH *'3 JURZWK ILJXUH� ZKLFK LV ZKDW ZH ZRXOG

H[SHFW IURP WKH DERYH GLVFXVVLRQ SHUWDLQLQJ WR ILJXUH �� %XW LW LV VWLOO SRVLWLYH� VXJJHVWLQJ WKDW LW LV

LQ WKH $XVWULDQ VHOI�LQWHUHVW WKDW WKH (8 EH HQODUJHG� :H PD\ FRQYH\ WKH VDPH PHVVDJH IURP D

GLIIHUHQW DQG VOLJKWO\ PRUH SURYRFDWLYH DQJOH E\ DVNLQJ� +RZ PXFK FRXOG ZH DOORZ WKH

JRYHUQPHQW WR LQFUHDVH LWV (8 QHW FRQWULEXWLRQ UDWH IRU $XVWULDQV WR ILQG RXW WKDW WKH\ DUH MXVW DV

ZHOO�RII XQGHU HQODUJHPHQW WKDQ ZLWKRXW" 7KH 1(875�FROXPQV LQ WDEOH � UHYHDO WKDW WKHVH

K\SRWKHWLFDO FRQWULEXWLRQ UDWHV VXEVWDQWLDOO\ H[FHHG WKH DFWXDO UDWHV RI VOLJKWO\ PRUH WKDQ �

SHUFHQW� JLYHQ LQ WKH ILQDO OLQH RI WDEOH � IRU WKH WZR VFHQDULRV FRQVLGHUHG �&$3 DQG &2175��

,W LV LPSRUWDQW WR SRLQW RXW WKDW RXU PRGHO DVVXPHV D IULFWLRQOHVV ODERU PDUNHW� +HQFH ZH UXOH

RXW WKDW (DVWHUQ HQODUJHPHQW FDXVHV DGGLWLRQDO XQHPSOR\PHQW� 1RU GR ZH FRQVLGHU PLJUDWLRQ LQ

RXU VLPXODWLRQ H[HUFLVH� $V UHJDUGV XQHPSOR\PHQW� LW VHHPV UHDVRQDEOH WR DVVXPH� DV D UHIHUHQFH

FDVH DW OHDVW� WKDW ZRUNHUV GLVSODFHG LQ RQH VHFWRU ZLOO LQ WKH ORQJ UXQ EH UH�HPSOR\HG LQ RWKHU

VHFWRUV� ,Q WKH VKRUW UXQ� KRZHYHU� ODERU UHDOORFDWLRQ WHQGV WR FRQWULEXWH WR XQHPSOR\PHQW�

DGGLQJ WR WKH SOLJKW RI DGMXVWPHQW ZKLFK� WKHUHIRUH� LV WR VRPH H[WHQW XQGHUHVWLPDWHG E\ RXU

UHVXOWV� $V UHJDUGV PLJUDWLRQ� LQFHQWLYHV QR GRXEW DUH WKHUH� EXW LW VHHPV UDWKHU GLIILFXOW WR JDXJH

OLNHO\ RUGHUV RI PDJQLWXGH��� $W DQ\ UDWH� ZH NQRZ IURP WKHRU\ WKDW DQ LPPLJUDQW FRXQWU\
V LQLWLDO

UHVLGHQWV DV D ZKROH VWDQG WR JDLQ� SURYLGHG RQO\ WKDW LQFRPLQJ ODERU LV VXEMHFW WR GLPLQLVKLQJ

PDUJLQDO SURGXFWLYLW\ DQG LV SDLG LWV PDUJLQDO SURGXFW��� +HQFH� LQ WKH DJJUHJDWH DW OHDVW�

�� 6HH WKH DERYH GLVFXVVLRQ SHUWDLQLQJ WR ILJXUH ��

�� 7KLV LV WKH ZHOO�NQRZQ ³LPPLJUDWLRQ VXUSOXV´� VHH %RUMDV �������
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PLJUDWLRQ LV OLNHO\ WR LPSURYH WKH SLFWXUH IRU D :HVWHUQ FRXQWU\� UDWKHU WKDQ ZRUVHQ LW� %XW WKLV

FRPHV ZLWK D SRWHQWLDOO\ WURXEOHVRPH GLVWULEXWLRQ HIIHFW� ZKHUHE\ GRPHVWLF ZRUNHUV ZKR DUH

VXEVWLWXWHV IRU LQFRPLQJ ODERU VXIIHU IURP ZDJH SUHVVXUH� 1RWLFH� KRZHYHU� WKDW DEVHQW PLJUDWLRQ

RXU UHVXOWV LQGLFDWH ZDJHV ZRXOG LQFUHDVH XSRQ HQODUJHPHQW �VHH WDEOH ��� VLQFH DQ LQFUHDVHG

FDSLWDO VWRFN LPSURYHV WKH PDUJLQDO SURGXFWLYLW\ RI ODERU� ,PPLJUDWLRQ ZRXOG WKXV ILUVW PRGHUDWH

WKLV ZDJH LQFUHDVH� UDWKHU WKDQ GLUHFWO\ FDXVLQJ D ZDJH UHGXFWLRQ�

� &21&/86,21

/HW PH FRQFOXGH E\ VXPPDUL]LQJ� &RPSDULQJ SRVWZDU UHDO JURZWK IRU 0DUVKDOO 3ODQ UHFLSLHQW

FRXQWULHV ZLWK JURZWK H[SHULHQFH RI &((&V LQ WKH ��V� ZH KDYH LGHQWLILHG D FUXFLDO GLIIHUHQFH�

7KHUH ZDV LPPHGLDWH WDNH�RII DIWHU WKH ZDU� ODUJHO\ GRPLQDWHG E\ UHFRQVWUXFWLRQ� ZKLOH WKH

HFRQRPLHV LQ WUDQVLWLRQ KDYH VXIIHUHG HQRUPRXV FRQWUDFWLRQ� HVVHQWLDOO\ GXH WR WKH GHYDVWDWLQJ

HIIHFWV RI LQLWLDO GLVWRUWLRQV ZKLFK� RQFH UHPRYHG� UHTXLUH HQRUPRXV UHVWUXFWXULQJ� ,W LV RQO\ DW WKH

HQG RI WKLV GHFDGH WKDW WKH &((&V FRPH LQWR WKH UHFRQVWUXFWLRQ SKDVH FKDUDFWHULVWLF RI 03

UHFLSLHQWV DIWHU WKH ZDU� $QRWKHU LPSRUWDQW GLIIHUHQFH LV WKDW UHVWUXFWXULQJ DQG UHFRQVWUXFWLRQ LQ

WKH ��V WDNHV SODFH LQ D ZRUOG ZKHUH FRPPRGLW\ DQG FDSLWDO PDUNHWV KDYH EHFRPH WUXO\ JOREDO�

ZKLOH WKH (XURSHDQ FRXQWULHV RI WKH 0DUVKDOO 3ODQ GD\V ZHUH HVVHQWLDOO\ FORVHG HFRQRPLHV� 7R WKH

HFRQRPLHV LQ WUDQVLWLRQ WKLV FRPHV DV D PL[HG EOHVVLQJ� LW PDNHV UHVWUXFWXULQJ DOO WKH PRUH

SDLQIXO� EXW LW DOVR RIIHUV PRUH RSSRUWXQLWLHV IRU JDLQV WKURXJK LQWHUQDWLRQDO H[FKDQJH RI JRRGV�

LGHDV� DQG VDYLQJV�

$JDLQVW WKLV EDFNJURXQG� D TXLFN DQDORJ\ WR WKH 0DUVKDOO 3ODQ VHHPV D GRXEWIXO MXVWLILFDWLRQ IRU

:HVWHUQ DLG WR WKH (DVW� +RZHYHU� D PRUH JHQHUDO GLVFXVVLRQ RI DLG IURP ERWK D KXPDQLWDULDQ DQG

DQ HIILFLHQF\ SRLQW RI YLHZ OHDYHV RQH HTXDOO\ VNHSWLFDO RI DQ RXWULJKW GLVPLVVDO RI DQ\ 0DUVKDOO�

3ODQ�W\SH DLG SURSRVDO IRU (DVWHUQ FRXQWULHV LQ WUDQVLWLRQ� :H KDYH WR ORRN LQWR VSHFLILF SURSRVDOV
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LQ PRUH GHWDLO� 2QH VXFK SURSRVDO KROGV WKDW DQ HQODUJHPHQW RI WKH (8 WRZDUGV WKH (DVW ZRXOG

LQFOXGH VHYHUDO LPSRUWDQW 0DUVKDOO�3ODQ�W\SH HOHPHQWV� )RU PRVW :HVWHUQ (8 FRXQWULHV� WKH DLG

LQYROYHG LV VRPHZKDW OHVV WKDQ WKH (53 IXQGV WKH\ KDYH UHFHLYHG �LI H[SUHVVHG LQ SHUFHQW RI

*'3�� 7KH EXUGHQ LV DOVR OHVV WR WKHP WKDQ LW ZDV WR WKH 86 LQ WKH FDVH RI WKH 0DUVKDOO 3ODQ� 7R

WKH (DVWHUQ FRXQWULHV LQ WUDQVLWLRQ� WKH WUDQVIHUV UHFHLYHG ZRXOG EH VXEVWDQWLDO� VXUSDVVLQJ

0DUVKDOO�3ODQ PDJQLWXGHV E\ VHYHUDO SHUFHQWDJH SRLQWV� 6XFK DLG ZRXOG� KRZHYHU� FRPH LQ XQGHU

FRQGLWLRQDOLW\ LQ WKH IRUP RI (DVWHUQ FRXQWULHV KDYLQJ WR DFFHSW WKH ³DFTXLV FRPPXQDXWDLUH´ LQ DOO

DUHDV ZKHUH WKH (8 KDV DGRSWHG D FRPPRQ SROLF\ DSSURDFK� :KLOH� DGPLWWHGO\� WKH (8 PD\ QRW

KDYH DGRSWHG LGHDO SROLF\ DSSURDFKHV LQ DOO WKHVH DUHDV� WKH LQVWLWXWLRQV DQG OHJDO V\VWHPV

LPSRUWHG LQ WKLV ZD\ E\ WKH &((&V DUH OLNHO\ WR EH VXSHULRU LQ PDQ\ UHVSHFWV WR ZKDW WKH\ ZRXOG

EH DEOH WR LPSOHPHQW RQ WKHLU RZQ� JLYHQ WKH OHJDF\ IURP WKHLU UHFHQW KLVWRU\�

&RQWUDU\ WR WKH SUHPLVH XQGHUO\LQJ PXFK RI WKH SXEOLF GHEDWH� DQ LQFXPEHQW (8 PHPEHU OLNH

$XVWULD PD\ VLJQLILFDQWO\ JDLQ E\ DQ (DVWHUQ H[SDQVLRQ RI WKH 8QLRQ� 7KH UHDVRQ OLHV LQ JDLQV GXH

WR WUDGH OLEHUDOL]DWLRQ� 6XFK OLEHUDOL]DWLRQ� DOUHDG\ LQLWLDWHG LQ WKH VR�FDOOHG (XURSH $JUHHPHQWV�

ZRXOG KDYH EHHQ XQOLNHO\ WR XQUDYHO VR TXLFNO\ ZLWKRXW WKH SURVSHFW RI (8 PHPEHUVKLS IRU

(DVWHUQ FRXQWULHV� +HQFH LW VKRXOG EH VHHQ DV DQ LQWHJUDO SDUW RI (8 HQODUJHPHQW� ,I WKHVH JDLQV

DUH ODUJHU LQ PDJQLWXGH WKDQ WKH EXGJHWDU\ EXUGHQ RI WKH WUDQVIHU SD\PHQWV WR WKH QHZ

PHPEHUV� WKHQ (8 HQODUJHPHQW DV D ZKROH PD\ EH VHHQ DV DQ H[DPSOH IRU DQ HIILFLHQF\ FDVH IRU

DLG� ZLWK WUDQVIHU SD\PHQWV DV D PHDQV WR IDFLOLWDWH VSHFLILF FKDQJHV LQ UHFLSLHQW FRXQWULHV WKDW

DUH� LQ WXUQ� EHQHILFLDO DOVR IRU WKH GRQRU FRXQWU\� 6LPXODWLRQ H[HUFLVHV FDUULHG RXW RQ WKH EDVLV RI

D QHRFODVVLFDO PRGHO FDOLEUDWHG WR UHDO ZRUOG GDWD VKRZ WKDW VXFK LV WKH FDVH IURP DQ $XVWULDQ

SHUVSHFWLYH�
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5()(5(1&(6

$OHVLQD� $��'UD]HQ� $� ������� �:K\ DUH 6WDELOL]DWLRQV 'HOD\HG"�� $PHULFDQ (FRQRPLF 5HYLHZ ���

1R� �� ����������

%DOGZLQ 5� (� ������� 7RZDUGV DQ ,QWHJUDWHG (XURSH� /RQGRQ� &HQWUH IRU (FRQRPLF 3ROLF\

5HVHDUFK�

%DOGZLQ� 5� (� ������� �&RQFHSWV DQG 6SHHG RI DQ (DVWHUQ (QODUJHPHQW�� LQ� 6LHEHUW� +�� HG�� 4XR

9DGLV (XURSH"� 7�ELQJHQ� -�&�%� 0RKU �3DXO 6LHEHFN�� ������

%DOGZLQ� 5� (�� )UDQFRLV� -� )��3RUWHV� 5� ������� �7KH &RVWV DQG %HQHILWV RI (DVWHUQ (QODUJHPHQW�

7KH ,PSDFW RQ WKH (8 DQG &HQWUDO (XURSH�� (FRQRPLF 3ROLF\ ��� ��������

%DUUR 5� -��6DOD�L�0DUWLQ ;� ������� (FRQRPLF *URZWK� 1HZ <RUN� 0F*UDZ�+LOO�

%HQ�'DYLG '��/RHZ\ 0� %� ������� )UHH 7UDGH� *URZWK� DQG &RQYHUJHQFH� :RUNLQJ 3DSHU 1R�

����� &DPEULGJH� 0DVV�� 1DWLRQDO %XUHDX RI (FRQRPLF 5HVHDUFK�

%ODQFKDUG� 2� ������� �3DQHO 'LVFXVVLRQ� /HVVRQV IRU (DVWHUQ (XURSH 7RGD\�� LQ� 'RUQEXVFK� 5��

1|OOLQJ� :��/D\DUG� 5�� HGV�� 3RVWZDU (FRQRPLF &RQVWUXFWLRQ DQG /HVVRQV IRU WKH (DVW

7RGD\� &DPEULGJH� 0DVV�� 0,7 3UHVV� ��������

%ODQFKDUG� 2� ������� 7KH (FRQRPLFV RI 3RVW�&RPPXQLVW 7UDQVLWLRQ� 2[IRUG� &ODUHQGRQ 3UHVV�

%RUMDV� *� -� ������� �7KH (FRQRPLF %HQHILWV IURP ,PPLJUDWLRQ�� -RXUQDO RI (FRQRPLF 3HUVSHFWLYHV

�� 1R� �� �����

%UHXVV� )��6FKHEHFN� )� ������� �2VW|IIQXQJ XQG 2VWHUZHLWHUXQJ GHU (8�� :,)2�0RQDWVEHULFKWH

�� ��������

&ROOLQV� 6� 0� ������� �8�6� (FRQRPLF 3ROLF\ 7RZDUG WKH 6RYLHW 8QLRQ DQG (DVWHUQ (XURSH��

-RXUQDO RI (FRQRPLF 3HUVSHFWLYHV �� 1R� �� ��������

&RRUH\� 6�� 0HFDJQL� 0��2IIHUGDO� (� ������� �$FKLHYLQJ /RZ ,QIODWLRQ LQ 7UDQVLWLRQ (FRQRPLHV�
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7KH 5ROH RI 5HODWLYH 3ULFH $GMXVWPHQW�� )LQDQFH 	 'HYHORSPHQW ��� 1R� �� ������

'H /RQJ� %��(LFKHQJUHHQ� %� ������� �7KH 0DUVKDOO 3ODQ� +LVWRU\
V 0RVW 6XFFHVVIXO 6WUXFWXUDO

$GMXVWPHQW 3URJUDP�� LQ� 'RUQEXVFK� 5�� 1|OOLQJ� :��/D\DUG� 5�� HGV�� 3RVWZDU (FRQRPLF

5HFRQVWUXFWLRQ DQG /HVVRQV IRU WKH (DVW 7RGD\� &DPEULGJH� 0DVV�� 0,7 3UHVV� ��������
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0HOORDQ� *� ������� �&RPPXQLVP
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