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3UREOHPV�RI�WKH�3ULYDWL]DWLRQ�LQ�WKH�)RRG�,QGXVWU\

6LQFH�������%XOJDULDQ�LQGXVWU\�DV�D�ZKROH�KDV�EHHQ�XQGHU�JRLQJ�WKH�KDUG�SURFHVV�RI
WUDQVLWLRQ� WR� D� PDUNHW� HFRQRP\�� ZLWK� HDFK� RI� LWV� VXEVHFWRUV� VXIIHULQJ� GLIIHUHQW� VRUWV� RI
SUREOHPV�� 7KH� UHFHQWO\� REVHUYHG� UHYLYDO� LV� PDLQO\� FRQFHQWUDWHG� LQ� VHFWRUV� ZKLFK� KDYH� D
JUHDWHU� VKDUH� LQ� H[SRUWV�� 7KHVH� DUH� SUHGRPLQDQWO\� UDZ� PDWHULDO� VHFWRUV� �PLQLQJ� DQG
SURFHVVLQJ� LQGXVWULHV�ZKLFK�SROOXWH� WKH�HQYLURQPHQW��� WKH�FKHPLFDO�DQG�RLO� LQGXVWU\��SDSHU�
SURGXFWLRQ��FRDO�PLQLQJ��DQG�IHUURXV�DQG�QRQIHUURXV�PHWDOOXUJ\��7KH�IRRG�DQG�OLJKW�LQGXVWU\
VXEVHFWRUV�� ZKLFK� DUH� WKH� WUDGLWLRQDO� LQGXVWULHV� LQ� %XOJDULD�� VWLOO� VKRZ� IDOOLQJ� RXWSXW�� DQG

UHPDLQ��PRUH�RU�OHVV�REVWUXFWHG�LQ�WKHLU�UHFRYHU\��
7KHUH� DUH� VHYHUDO� UHDVRQV� ZK\� WKH� IRRG� LQGXVWU\� FRQWLQXHV� WR� H[SHULHQFH� JUHDWHU

KDUGVKLSV�WKDQ�RWKHU�LQGXVWULHV�GXULQJ�WKH�WUDQVLWLRQ�SHULRG��7KH�PDMRU�SUREOHP�LV�WKH�ORVV�RI
WKH� ODUJH�DQG�VHFXUH�PDUNHWV� LQ� WKH� IRUPHU�&20(&21�FRXQWULHV��HVSHFLDOO\� LQ� WKH� IRUPHU
6RYLHW�8QLRQ�DV�ZHOO�DV� LQ� WKH�$UDE�FRXQWULHV�� �%HFDXVH�WKH�%XOJDULDQ�)RRG�,QGXVWU\��%),�

ZDV� DQG� VWLOO� LV� RULHQWHG� WRZDUGV� H[SRUWV��� WKH� UHVWUXFWXULQJ� SURFHVV� UHPDLQV� KDUGHU� IRU� LW
WKDQ�IRU�RWKHU�LQGXVWULDO�VHFWRUV�

$QRWKHU� UHDVRQ� LV� WKH� GHFOLQH� LQ� UHDO� LQFRPH� RI� WKH� SRSXODWLRQ� ZKLFK� UHVXOWHG� LQ
VKULQNLQJ�GRPHVWLF�IRRGVWXII�FRQVXPSWLRQ�

7KH�FULWLFDO�ILQDQFLDO�FRQGLWLRQ�RI��WKH�SURFHVVLQJ�LQGXVWU\�LV�GXH�WR�KLJK�LQWHUHVW�UDWHV�
WKH�VHDVRQDO�FKDUDFWHU�RI�D�ORW�RI�LWV�VXEVHFWRUV�DQG�WKH�QHHG�IRU�ODUJH�ZRUNLQJ�FDSLWDO�RYHU�D
ORQJ�SHULRG�RI�WLPH��5DZ�PDWHULDOV�DUH�ERXJKW�RYHU�D�VKRUW�WLPH�SHULRG�DQG�SURILWV�FRPH�RQO\
DIWHU� SURFHVVLQJ� �WKH� OHQJWK� RI�ZKLFK� GHSHQGV� RQ� WKH� VSHFLILFV� RI� WKH� SURGXFW�� DQG� VDOHV�
:LWK� KLJK� FXUUHQW� LQWHUHVW� UDWHV�� FRPSDQLHV� ZKLFK� XVH� FUHGLWV� EHFRPH� DOPRVW� GRXEO\
LQGHEWHG� GXULQJ� WKH� SHULRG� EHWZHHQ� SXUFKDVLQJ� WKH� UDZ� PDWHULDOV� DQG� VHOOLQJ� WKH� ILQDO
SURGXFW��7KLV�H[SODLQV�ERWK�WKH�DFFXPXODWHG�EDG�GHEWV�DQG�WKH�DOPRVW�WRWDO�ODFN�RI�LQYHVWRU
LQWHUHVW�VLQFH������

6ROXWLRQV� WR� WKH�%),¶V�SUREOHPV�FDQ�EH�VRXJKW� LQ� VHYHUDO�GLUHFWLRQV��D�QHZ�PDUNHW
SROLF\�IRU�WKH�FRXQWU\��FUHDWLQJ�FRQGLWLRQV�WR�DWWUDFW�GRPHVWLF�DQG�IRUHLJQ�FDSLWDO��FKDQJHV�LQ
HFRQRPLF�FRQGLWLRQV��HVSHFLDOO\� LQ� LQWHUHVW� UDWHV�DQG�SURILW� WD[HV���DPHQGPHQWV� WR� LPSURYH
FXUUHQW�OHJLVODWLRQ��DQG�OLTXLGDWLRQ�RI�LQHIIHFWLYH�FRPSDQLHV��HWF�

2QH� RI� WKH� EDVLF� ZD\V� WR� LQWURGXFH� TXDOLW\� FKDQJHV� LQWR� WKH� %),� LV� ZLWK� LWV
SULYDWL]DWLRQ��'HVSLWH�LWV�GLIILFXOW�ILQDQFLDO�VLWXDWLRQ��WKH�%),�VWLOO�UHWDLQV�VRPH�DWWUDFWLYHQHVV�WR
ORFDO� DQG� IRUHLJQ� LQYHVWRUV� VLQFH� PRVW� RI� LWV� VXEVHFWRUV� UHTXLUH� OLWWOH� LQYHVWPHQW� DQG� FDQ
DFKLHYH�IDVW� WXUQRYHU�RI�ZRUNLQJ�FDSLWDO��+RZHYHU��FKDQJLQJ�KDQGV� LQ� LWVHOI� LV�QRW� WKH�PRVW
LPSRUWDQW� WKLQJ�� ,W� LV� KRSHG� WKDW� SULYDWH� RZQHUVKLS� ZLOO� EULQJ� DERXW� VWURQJHU� LQFHQWLYHV� WR
PDQDJH� FRPSDQLHV�ZLWK� JUHDWHU� HIIHFWLYHQHVV��PRWLYDWLRQ� WKDW� SXEOLF� FRPSDQLHV¶� GLUHFWRUV
ODFN�� � 3ULYDWL]DWLRQ� DORQH�� KRZHYHU�� GRHV� QRW� JXDUDQWHH� KLJKHU� HIIHFWLYHQHVV�� ,I� SULYDWH
FRPSDQLHV�DUH� IRUFHG� WR�ZRUN� LQ� WRXJK�HFRQRPLF�FRQGLWLRQV� �IRU� LQVWDQFH�� LI� ODUJH�SDUWV�RI
WKHLU�LQFRPH�DUH�WDNHQ�DZD\�WKURXJK�KHDY\�WD[DWLRQ�RU�LI�LQYHVWPHQW�LV�FULSSOHG�WKURXJK�KLJK
LQWHUHVW� UDWHV��� LI� FRPSHWLWLRQ� LV� XQGHUGHYHORSHG� RU� LI� ILQDQFLDO� FRQWURO� E\� WKH� VWDWH� LV

H[FHVVLYH��� SULYDWH� FRPSDQLHV� ZLOO� QRW� SHUIRUP� ZHOO� HLWKHU�� 0RVW� HFRQRPLVWV� DJUHH� WKDW

����������������������������������������������������������
�������$FFRUGLQJ�WR�16,�GDWD�IRU�2FWREHU�������FRPSDUHG�WR�WKH�SUHYLRXV�\HDU��SURGXFWLRQ�LQ�WKH�SXEOLF�VHFWRU�KDV�JURZQ�LQ

WKH�IROORZLQJ�VXEVHFWRUV��FKHPLFDO�DQG�RLO�UHILQLQJ��������IHUURXV�PHWDOOXUJ\��������SDSHU�LQGXVWU\�������

HOHFWURPHFKDQLFDO�DQG�HOHFWURQLF�LQGXVWULHV����������HOHFWULFDO�DQG�KHDWLQJ�SRZHU�SURGXFWLRQ���������DQG�FRDO�PLQLQJ��

�������7KH�RXWSXW�GHFUHDVH�LQ�SXEOLF��SULYDWL]HG�DQG�ODUJH�SULYDWH�FRPSDQLHV�LQ�WKH�IRRG�LQGXVWU\�IRU�WKH�ZKROH�SHULRG

-DQXDU\�2FWREHU������FRPSDUHG�WR�WKH�VDPH�SHULRG�LQ������ZDV������ZLWK�DQ�LQFUHDVH�RI������RQO\�LQ�2FWREHU��,Q�OLJKW

LQGXVWU\��JODVV�DQG�SRUFHODLQ�IDLHQFH��WH[WLOH��WDLORULQJ��OHDWKHU��IXUULHU�DQG�VKRH�VHFWRUV���WKH�DYHUDJH�GHFUHDVH�LQ�RXWSXW�IRU

2FWREHU�ZDV������DQG�IRU�WKH����PRQWKV��������6RXUFH��)UDWHY��'��³2FWREHU���ZLWK�D�5HFRUG�2XWSXW´��6WDWLVWLFDO�%DURPHWHU�

16,������������

�������,Q�VRPH�%),�VXEVHFWRUV��������RI�WKH�RXWSXW�KDV�EHHQ�H[SRUWHG�

�������$�GUDIW�ODZ�IRU�WKH�RUJDQL]DWLRQ�DQG�DFWLYLWLHV�RI�WKH�JRYHUQPHQW¶V�ILQDQFLDO�FRQWURO�ZDV�UHFHQWO\�VXEPLWWHG�WR

3DUOLDPHQW��7KHUH�KDYH�EHHQ�DUJXPHQWV�RYHU�VRPH�RI�LWV�SURYLVLRQV���IRU�H[DPSOH�WKH�UDQJH�RI��JRYHUQPHQW�ILQDQFLDO�FRQWURO�

7KHUH�KDYH�EHHQ�RSLQLRQV�WKDW�QRW�RQO\�WUDGH�FRPSDQLHV�ZLWK�JRYHUQPHQW�RU�PXQLFLSDO�SDUWLFLSDWLRQ�RI�RYHU������EXW�DOO

RWKHU�WUDGH�ILUPV��FRUSRUDWLRQV��VKDUH�KROGLQJ�DQG�OLPLWHG�MRLQW�VWRFN�FRPSDQLHV���FRRSHUDWLRQV��IXQGV��IRXQGDWLRQV�

FKDULWLHV��HWF���VKRXOG�EH�VXEMHFW�WR�JRYHUQPHQW�ILQDQFLDO�FRQWURO��,I�WKLV�DSSURDFK�LV�DFFHSWHG��WKH�LPSOLFDWLRQ�ZRXOG�EH
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GHFLVLYH�FKDQJH�LQ�SHUIRUPDQFH�FDQ�EH�EURXJKW�DERXW�QRW�RQO\�E\�FKDQJLQJ�SURSULHWRUV�EXW
DOVR�WKURXJK�LQFUHDVHG�FRPSHWLWLRQ�DQG�LPSURYLQJ�PDFURHFRQRPLF�FRQGLWLRQV�EURXJKW�DERXW
E\�WKH�JRYHUQPHQW�

3ULYDWL]DWLRQ�LQ�%XOJDULD�LQ�JHQHUDO��DQG�LQ�WKH�%),�LQ�SDUWLFXDODU��KDV�VXIIHUHG�D�ODUJH
GHOD\�� (YHQ� WKRXJK� WKH� FRXQWU\� LV� DOUHDG\� LQ� LWV� ILIWK� \HDU� RI� UHIRUP� DQG� LQ� LWV� IRXUWK� \HDU
VLQFH�WKH�FRPPHQFHPHQW�RI�WKH�SULYDWL]DWLRQ�SURFHVV��FDVK�SULYDWL]DWLRQ�LV�VWLOO�FORVHU�WR�LWV
EHJLQQLQJ�WKDQ�WR�LWV�FRPSOHWLRQ��DQG�WKH�VR�FDOOHG�³PDVV´�SULYDWL]DWLRQ�KDV�QRW�\HW�EHJXQ�

'DWD�IURP�WKH�0LQLVWU\�RI�$JULFXOWXUH�DQG�)RRG�,QGXVWU\��0$),��VKRZ�WKDW����RXW�RI
����IDUPLQJ�FRPSDQLHV��DQG����RXW�RI�����SURFHVVLQJ�FRPSDQLHV�ZLWKLQ�WKH�V\VWHP�RI� WKH
PLQLVWU\�KDYH�EHHQ�SULYDWL]HG�VR� IDU��7KH�3ULYDWL]DWLRQ�$JHQF\�KDV�FRQFOXGHG�GHDOV� IRU���
FRPSDQLHV�LQ�ERWK�VHFWRUV���IDUPLQJ�DQG�SURFHVVLQJ�

7KH�UHDVRQV�IRU�WKH�GHOD\�LQ�SULYDWL]DWLRQ�DUH�QRW�VR�PXFK�HFRQRPLF�DV�WKH\�DUH�DQ
RXWFRPH�RI�WKH�FRQIOLFWLQJ�LQWHUHVWV�RI�GLIIHUHQW�SROLWLFDO�DQG�ILQDQFLDO�JURXSV�DQG�WKH�ODFN�RI�D
XQLWHG�ZLOO�DPRQJ�WKH�PDLQ�SROLWLFDO�IRUFHV�WR�VSHHG�XS�WKH�SURFHVV��/LNH�WKH�SURFHVV�RI�ODQG
UHVWLWXWLRQ�� WKH� SULYDWL]DWLRQ� SURFHVV� KDV� QRW� RQO\� HFRQRPLF� EXW� DOVR� SROLWLFDO� DQG� VRFLDO
DVSHFWV� DQG� EHDUV� WKH� LPSDFW� RI� FRQWUDGLFWRU\� LQWHUHVWV�� 'HOD\LQJ� SULYDWL]DWLRQ�� KRZHYHU�
EHDUV�KDUG�DQG�PRVWO\�HFRQRPLF�FRQVHTXHQFHV�IRU�WKH�FRXQWU\�

7KHUH�DUH� VHYHUDO� EDVLF� UHDVRQV� IRU� SULYDWL]DWLRQ¶V� GHOD\��7KH\�DUH� FRPPRQ� IRU� DOO
HFRQRPLF�VHFWRUV�\HW�KDYH�WKHLU�VSHFLILF�LPSDFWV�RQ�WKH�%),�

&DVK�SULYDWL]DWLRQ�EHJDQ�LQ�%XOJDULD�DIWHU�WKH�/DZ�IRU�5HVWUXFWXULQJ�DQG�3ULYDWL]DWLRQ
RI�3XEOLF�DQG�0XQLFLSDO�(QWHUSULVHV�ZDV�SDVVHG��6WDWH�*D]HWWH������������7KH�ILUVW�DGRSWHG
DQQXDO�SULYDWL]DWLRQ�SURJUDP�ZDV�IRU������

$� PDMRU� LPSHGLPHQW� WR� WKH� FRXUVH� RI� SULYDWL]DWLRQ� SURYHG� WR� EH� WKH� YDOXDWLRQ� RI
FRPSDQLHV� XQGHU� SULYDWL]DWLRQ�� 7KH� EDVLF� GLOHPPD� ZKLFK� IDFHG� FDVK�� DQG� WR� D� VPDOOHU
H[WHQW��PDVV�SULYDWL]DWLRQ�ZDV�ZKHWKHU�WR�DFFHOHUDWH�WKH�SURFHVV�DQG�VHOO�FRPSDQLHV�DW�FXW�
UDWH�SULFHV�RU�VHOO�KLJK�EXW�VORZO\���7KH�H[SHULHQFH�RI�WKH�SDVW���\HDUV�KDV�FOHDUO\�VKRZQ�WKDW
DFFHOHUDWLQJ� SULYDWL]DWLRQ� DQG� UHFHLYLQJ� KLJK� LQFRPH� IURP� LW� FDQQRW� JR� KDQG� LQ� KDQG�� ,W� LV
WKHUHIRUH�QHFHVVDU\�WR�FKDQJH�WDFWLFV�

7KH�PDMRU�JRDOV�RI�SULYDWL]DWLRQ�DUH�WR�LQFUHDVH�HIIHFWLYHQHVV��WR�UDLVH�WKH�QXPEHU�RI
SURSULHWRUV�DQG�WR�FUHDWH�DQG�SURPRWH�FRPSHWLWLRQ��&DVK�SULYDWL]DWLRQ��KRZHYHU��KDV�VRPH
DGGLWLRQDO�DVSHFWV� �� LW� EULQJV� UHYHQXH� WR� WKH�JRYHUQPHQW�DQG�GLVWULEXWHV�FRPSDQLHV¶�GHEWV
DPRQJ�RZQHUV��7KLV� LV�ZK\�FDVK�SULYDWL]DWLRQ� LV�D�VORZHU�SURFHVV� WKDQ�PDVV�SULYDWL]DWLRQ�
8QGHU�%XOJDULDQ�FRQGLWLRQV�KRZHYHU��PXFK�PRUH� LPSRUWDQFH� LV�DWWDFKHG� WR� WKH�VXP�ZKLFK
KDV� WR� EH� SDLG� IRU� D� FHUWDLQ� FRPSDQ\� WKDQ� WR� VRPH� RWKHU� FRQGLWLRQV� ZKLFK� RXJKW� WR� EH
UHJDUGHG�DV�EHLQJ� LPSRUWDQW��+LJK�YDOXHV�JLYHQ� WR�FRPSDQLHV� UHSHO�ERWK� ORFDO�DQG� IRUHLJQ
SRWHQWLDO� EX\HUV�� *RYHUQPHQW� UHYHQXH� LV� SODFHG� KLJK� RQ� WKH� DJHQGD� DV� LW� IROORZV� WKH
LQWHUHVWV� RI� WKH� LQVWLWXWLRQV�ZKLFK� UXQ� WKH� SULYDWL]DWLRQ� SURFHVV�� 7KLV� VWDWH� RI� DIIDLUV� LV� QRW
FRQGXFLYH�WR�SULYDWL]LQJ�TXLFNO\�

7KHUH� LV� DOVR�D� FRQIOLFW� XQGHUO\LQJ� WKH� YHU\�SULYDWL]DWLRQ�SURFHGXUHV��8QGHU� FXUUHQW
ODZ�� WKH� SULYDWL]DWLRQ� YDOXH� LV� D�PLQLPXP� VXP�ZKLFK�PXVW� EH� WDUJHWHG� E\� WKH� FRQWUDFW�� ,W
ZRXOG�EH�PXFK�EHWWHU�LI�WKLV�YDOXH�RQO\�SURYLGHG�RULHQWDWLRQ��0RUH�DWWHQWLRQ�VKRXOG�EH�SDLG�WR
LQYHVWPHQWV� ZKLFK� WKH� SURVSHFWLYH� RZQHU� LV� JRLQJ� WR� PDNH� LQ� WKH� FRPSDQ\� LWVHOI� RU
GRZQVWUHDP� WR� ERRVW� UDZ� PDWHULDO� SURGXFWLRQ�� 6RPH� RWKHU� FRQGLWLRQV� DOVR� KDYH� WR� EH
FRQVLGHUHG��,W�LV�YHU\�LPSRUWDQW�IRU�RXU�IRRG�FRPSDQLHV�WR�DWWUDFW�LQYHVWPHQWV�EHFDXVH�WKH\
DUH�LQ�XUJHQW�QHHG�RI�UHVWUXFWXULQJ�DQG�WHFKQRORJLFDO�UHQRYDWLRQ��+LJKHU�UHYHQXH�IURP�VDOHV
LV� D� VKRUW�WHUP� EHQHILW� DQG� VKRXOG� QRW� VWDQG� LQ� WKH�ZD\� RI� SULYDWL]DWLRQ¶V� XOWLPDWH� WDUJHW� �
LQFUHDVLQJ�WKH�HFRQRPLF�HIIHFWLYHQHVV�LQ�WKH�%),�

7KHUH� DUH� DOVR� RWKHU� SURFHGXUDO� PDWWHUV�� ZKLFK� GHOD\� SULYDWL]DWLRQ�� 7KH� PRVW

LPSRUWDQW�RI�WKHP��IROORZ�

�������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������
HQFURDFKPHQW�XSRQ�WKH�DXWRQRP\�RI�DOO�WKHVH�RUJDQL]DWLRQV�LQ�WKHLU�SROLF\�PDNLQJ��$OO�RI�WKHP�VKRXOG�EH�VXEMHFW�WR�WD[DWLRQ

UDWKHU�WKDQ�WR�ILQDQFLDO�FRQWURO�

�������$�GHWDLOHG�DQDO\VLV�RI�%XOJDULDQ�OHJLVODWLRQ�DQG�SULYDWL]DWLRQ�SURFHGXUHV�KDV�EHHQ�GRQH�E\�7��3RSRY�LQ�³3ULYDWL]DWLRQ
IURP�/DZ�LQWR�3UDFWLFH´��³7UXG�,�3UDYR´�3XEOLVKLQJ�+RXVH�������
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�� $� FRQWUDGLFWLRQ� DULVHV� EHWZHHQ� WKH� SULYDWLVRU�� ZKLFK� LV� 7KH� 3ULYDWL]DWLRQ
$JHQF\��DQG�WKH�VKDUH�KROGHUV�LQ�WKH�SHUVRQ�RI�WKH�&RXQFLO�RI�0LQLVWHUV��LQGLYLGXDO�PLQLVWULHV
DQG� PXQLFLSDOLWLHV�� 7KH� RZQHUV� RI� WKH� SURSHUWLHV� DUH� QRW� LQWHUHVWHG� LQ� DFFHOHUDWLQJ
SULYDWL]DWLRQ�� 7KH� VWDII� RI� WKHVH� LQVWLWXWLRQV� KDYH� SURIHVVLRQDO� DQG� SHUVRQDO� LQWHUHVWV� LQ
UHPDLQLQJ� DV� PHPEHUV� RI� PDQDJHULDO�� GLUHFWRUV� DQG� VXSHUYLVRU\� ERDUGV� RI� FRPSDQLHV�
3ULYDWL]LQJ�WKHLU�FRPSDQLHV�ZRXOG�H[FOXGH�WKHVH�H[HFXWLYHV�IURP�GHFLVLRQ�PDNLQJ�SRVLWLRQV
DQG�ZRXOG�WDNH�DZD\�WKHLU�VDODULHV��7KLV�LV�ZK\�LVVXDQFH�DQG�WUDQVIHU�RI�WHPSRUDU\�OLFHQVHV
IURP�ROG�WR�QHZ�RZQHUV��L�H��E\�LQVWLWXWLRQV�WR�SULYDWL]HG�FRPSDQLHV��LV�EHLQJ�GHOD\HG��DQG

�� 0DQDJHUV�RI�FRPSDQLHV�XQGHU�SULYDWL]DWLRQ�DUH�VXERUGLQDWHG�WR�WKH�PLQLVWULHV
DQG� WKHUHIRUH� KDYH� QR� PHDQV� RI� GHIHQGLQJ� WKHLU� LQWHUHVWV� LI� SULYDWL]DWLRQ� SURFHGXUHV� DUH
GHOD\HG�RU�UHIXVHG�

7KH� FRQFOXVLRQ� LV� WKDW� WKH� H[LVWLQJ� SUREOHPV� LQ� SULYDWL]DWLRQ� SURFHGXUHV� KDYH
DSSHDUHG�EHFDXVH� WKH�SURFHVV� LQYROYHV� LQVWLWXWLRQV�ZKLFK�DUH� LQWHUHVWHG� LQ�GHOD\LQJ� UDWKHU
WKDQ�DFFHOHUDWLQJ�SULYDWL]DWLRQ�

$ORQJ� ZLWK� SURFHGXUHV�� SULYDWL]DWLRQ� LV� DOVR� GHOD\HG� E\� KHDY\� EXUHDXFUDF\�
3ULYDWL]DWLRQ� LQ�%XOJDULD� LV�GHFHQWUDOL]HG��DV� LW� LV� LQ�DOO� IRUPHU�VRFLDOLVW� FRXQWULHV� LQ�(XURSH
�ZLWK�WKH�H[FHSWLRQ�RI�*HUPDQ\���ZKLFK�PHDQV�WKDW�PRUH�WKDQ�RQH�LQVWLWXWLRQ�SDUWLFLSDWHV�LQ
LW��+HUH��KRZHYHU��WKHUH�DUH�WRR�PDQ\�LQVWLWXWLRQV�DV�SDUWLFLSDQWV���WKH�3ULYDWL]DWLRQ�$JHQF\�
7KH� &HQWHU� IRU� 0DVV� 3ULYDWL]DWLRQ�� WKH� 0LQLVWU\� RI� (FRQRPLF� 'HYHORSPHQW�� WKH� VHFWRU
PLQLVWULHV�� DQG� WKH� PXQLFLSDO� SULYDWL]DWLRQ� DJHQFLHV�� 7KH� UHTXLUHPHQW� WKDW� SULYDWL]DWLRQ
SURJUDPV�VKRXOG�EH�GLVFXVVHG�DQG�DSSURYHG�WRJHWKHU�ZLWK�WKH�/DZ�IRU� WKH�&HQWUDO�%XGJHW
IXUWKHU�GHOD\V� WKH�SURFHVV��7KHUH�DUH�DOVR�FRQGLWLRQV� IRU�FRUUXSWLRQ�DQG�UDLVLQJ� WKH�FRVW�RI
SULYDWL]DWLRQ�ZLWK�WKH�LQWURGXFWLRQ�RI�RXWVLGHUV�OLNH�YDOXHUV��IRUHLJQ�H[SHUWV��HWF�

$QRWKHU� UHDVRQ� IRU� GHOD\� ZDV� WKH� ZURQJ� FKRLFH� IRU� D� VWDUWLQJ� SRLQW�� 5HIRUPV� LQ
%XOJDULD�GLG�QRW�EHJLQ�ZLWK�SULYDWL]DWLRQ�EXW�ZLWK�UHVWLWXWLRQ��7KH�ODWWHU�LV�D�PDWWHU�RI�KLVWRULFDO
MXVWLFH� EXW� WKH� DSSURDFK� LQ� UHVWRULQJ� SURSHUWLHV� ZKLFK� KDV� EHHQ� DGRSWHG� LQ� RXU� FRXQWU\
FRQWULEXWHG� WR� GHOD\LQJ� SULYDWL]DWLRQ��:KLOVW� LQ�PRVW� RI� WKH� RWKHU� IRUPHU� VRFLDOLVW� FRXQWULHV
KLVWRULF�RZQHUV�KDYH�EHHQ�FRPSHQVDWHG�ZLWK�PRQH\�DQG�RU�HTXLWLHV��DQG�RQO\�LQ�D�IHZ�KDV
WKHUH�EHHQ�VRPH�HOHPHQW�RI�UHVWRULQJ�RZQHUVKLS�RI�SURSHUW\�LQ�SK\VLFDO�WHUPV���,Q�%XOJDULD
WKH� SULQFLSOH� RI� UHVWRULQJ� SK\VLFDO� SURSHUW\� ZDV� DGRSWHG�� ZLWK� IRUPHU� RZQHUV� EHLQJ
UHLPEXUVHG�ZLWK�FRPSDQ\�VKDUHV�RQO\�LQ�YHU\�IHZ�FDVHV��7KLV�LV��D�UHDVRQ�ZK\�WKH�LQWHUHVW
VKRZQ� E\� QHZ� SURSULHWRUV� KDV� EHHQ� UHGXFHG� LQ� VRPH� FDVHV�� 7KH� OHJDO� SULYDWL]DWLRQ
SURFHGXUH�GHPDQGV�DQ�DQDO\VLV�RI�WKH�OHJDO�VWDWXV�IRU�FRPSDQLHV�ZLWK�DQ\�UHVWLWXWLRQ�FODLPV
RQ� WKHP��)LQGLQJ� WKH�RZQHUVKLS� ULJKWV�DQG� WKH� VKDUH� VL]H�RI� IRUPHU�RZQHUV� WDNHV�D� ORW� RI
OHJDO�HIIRUW�DQG�WLPH��DQG�LQ�PRVW�FDVHV�VHULRXVO\�GHOD\V�SULYDWL]DWLRQ�

5HVWLWXWLRQ� LQ� WKH�%),�PHDQW� UHWXUQLQJ�RYHU�����PLOOV�DQG�ZDWHU�PLOOV��EDNHULHV�DQG
GDLULHV� WR� IRUPHU� RZQHUV�� ,Q�PDQ\� FDVHV��ZKHQ� IRRG� LQGXVWU\� HQWHUSULVHV� LQFOXGH� SDUWV� RI
ROGHU� RQHV�� UHVWRULQJ� RZQHUVKLS� WR� IRUPHU� SURSULHWRUV� OHJDOO\� UHTXLUHV� WKDW� WKH� SXEOLF
FRPSDQ\�VKRXOG�HLWKHU�IUHH�WKH�VLWH�RU�FRQFOXGH�D�UHQWDO�GHDO��$OO�WKLV�LV�DQRWKHU�UHDVRQ�IRU
GHOD\HG�SULYDWL]DWLRQ�LQ�VXFK�FRPSDQLHV�

0XQLFLSDO� SULYDWL]DWLRQ� KDV� ODJJHG� EHKLQG� DV� ZHOO� EHFDXVH�� � DW� SUHVHQW�
PXQLFLSDOLWLHV�� VTXHH]HG� IRU� IXQGV� DV� WKH\� DUH�� SUHIHU� OHDVLQJ� WKHLU� SURSHUWLHV� UDWKHU� WKDQ
VHOOLQJ�DQG�WKXV�JDLQLQJ�FHUWDLQ�SURILWV��7KHUH�DUH�VRPH�OHJDO�SUREOHPV�LQ�ILQDQFLQJ�PXQLFLSDO
SULYDWL]DWLRQ��WRR��EXW�WKH�PDMRU�LPSHGLPHQW�UHPDLQV�WKH�PXQLFLSDOLWLHV¶�ORZ�PRWLYDWLRQ�WR�VHOO�
$� SURSHU� HFRQRPLF� VWLPXOXV� PXVW� EH� IRXQG�� WKHUHIRUH�� WR� DOWHU� WKH� ZD\� LQFRPH� IURP
SULYDWL]DWLRQ�LV�GLVWULEXWHG�RU�WR�SURYLGH�LQFHQWLYHV�LQ�VRPH�RWKHU�ZD\�

0DVV� SULYDWL]DWLRQ� KDV� DOVR� EHHQ� GHOD\HG� DQG� LV� MXVW� QRZ� VWDUWLQJ�� ZLWK� OHJLVODWLRQ
DQG� LPSOHPHQWDWLRQ� PHWKRGV� EHLQJ� GHYHORSHG� DW� WKLV� PRPHQW�� 7KH� HQGV� RI� PDVV
SULYDWL]DWLRQ� DUH� GLIIHUHQW� IURP� WKRVH� RI� FDVK� SULYDWL]DWLRQ�� 7KH� IRUPHU� KDV� OHVV� DPELWLRXV
HFRQRPLF� WDUJHWV�� EXW� WKH� SROLWLFDO� DQG� VRFLDO� DVSHFWV� DUH� VWURQJHU� �LQYROYLQJ� WKH� JHQHUDO
SXEOLF�LQ�SULYDWL]DWLRQ�DQG�VHFXULQJ�WKHLU�VXSSRUW�IRU�LW���7KH�PDMRU�JRDO�LV�WR�UDSLGO\�HVWDEOLVK
WKH� EDVLV� RI� D� PDUNHW� HFRQRP\� WKURXJK� WUDQVIHUULQJ� VWDWH� RZQHUVKLS� LQWR� SULYDWH� KDQGV
ZLWKRXW�DFFHQWXDWLQJ�VR�PXFK�RQ�WKH�SURILWDELOLW\�RI�WKH�SURFHVV��0DVV�SULYDWL]DWLRQ�GRHV�QRW

�������������������������������������������������������������������������������������������������������������������������������������������������������������������������������������
�������7KH�SUREOHPV�DULVLQJ�IURP�WKH�SULYDWL]DWLRQ�SURFHGXUHV�DUH�YHU\�RIWHQ�GLVFXVVHG�LQ�WKH�GDLO\�SUHVV�DQG�WKH�SHULRGLFDOV�

7KH�DUWLFOH�³3ULYDWL]DWLRQ�EHIRUH�WKH�GLOHPPD��IDVWHU�RU�PRUH�H[SHQVLYH´��&DVK�QHZVSDSHU���������1RYHPEHU������



�

HDVLO\� DWWUDFW� LQYHVWPHQW� ZKLFK� LV� ZK\� LW� LV� GRQH� E\� LQGLYLGXDO� FRPSDQLHV� RU� SDUWV� RI
FRPSDQLHV�DW�D�WLPH�

7KH�HFRQRPLF�FRQVHTXHQFHV�RI�SULYDWL]DWLRQ�GHOD\V�DUH�KDUG�IRU�ERWK�WKH�%),�DQG�WKH
FRXQWU\�DV�D�ZKROH�

7KH� ILUVW� RI� WKHVH� FRQVHTXHQFHV� LV� WKDW� WKH� ORQJHU� SULYDWL]DWLRQ� GUDJV� RXW� WKH� OHVV
DWWUDFWLYH� %),� FRPSDQLHV� EHFRPH� WR� SRWHQWLDO� EX\HUV�� %),� FRPSDQLHV� � UHFHGH� LQWR� ZRUVH

ILQDQFLDO� VWUDLWV��DV� WKHLU� GHEWV�JURZ�DQG� ILQGLQJ�SXUFKDVHUV�RU�GUDZLQJ� LQWHUQDO� RU� IRUHLJQ
LQYHVWPHQW�EHFRPHV�FRUUHVSRQGLQJO\�GLIILFXOW�

)LQDQFLDO� SHUIRUPDQFH� RI� FRPSDQLHV� SULRU� WR� SULYDWL]DWLRQ�� DV�PHQWLRQHG� DERYH�� LV
RIWHQ� DJJUDYDWHG� E\� WKH� IDFW� WKDW� WKHLU� PDQDJHUV� DUH� FRXQWHUPRWLYDWHG� LQ� LPSURYLQJ� WKH
SHUIRUPDQFH� RI� WKHLU� FRPSDQLHV�� H[FHSW� LQ� FDVHV� ZKHUH� D� PDQDJHULDO� RU� D� PDQDJHULDO�
ZRUNHU�SULYDWL]DWLRQ� LV�HQYLVDJHG��&DVHV�RI�EDG�KXVEDQGU\�DQG�SRRU�PDQDJHPHQW��DV�ZHOO
DV�RI�WKH�VR�FDOOHG�³KLGGHQ�SULYDWL]DWLRQ´��DUH�EHFRPLQJ�PRUH�IUHTXHQW�

$QRWKHU� QHJDWLYH� LPSDFW� RI� GHOD\� LV� WKH� XQGHUXWLOLVDWLRQ� RI� HFRQRPLF� UHVRXUFHV�
6RPH�QHZ�IDFLOLWLHV�DUH�EHLQJ�RU�KDYH�EHHQ�FRQVWUXFWHG�LQ�TXLWH�D�IHZ�VXEVHFWRUV�RI�WKH�IRRG
LQGXVWU\� �VPDOOHU�RU� ODUJHU�SULYDWH�EXVLQHVVHV���ZKLOH�DW� WKH�VDPH� WLPH�H[LVWLQJ� IDFLOLWLHV� LQ
SXEOLF�FRPSDQLHV�UHPDLQ�XQXWLOLVHG��)DFLOLWLHV�LQ�WKH�%),¶V�SXEOLF�VHFWRU�DUH�QRZ�IXQFWLRQLQJ
DW��������RI�WKHLU�FDSDFLW\��DQG�VRPH�RI�WKH�FRPSDQLHV�KDYH�FORVHG�GRZQ�

'HOD\V�LQ�SULYDWL]DWLRQ�KDYH�QHJDWLYH�HFRQRPLF�DQG�SV\FKRORJLFDO�HIIHFWV�RQ�VRFLHW\
DV�D�ZKROH��:LWK�WKH�IDOO�LQ�UHDO�LQFRPH�DQG�WKH�GHFOLQH�LQ�VDYLQJV��WKH�SUREDELOLW\�WKDW�VRPH
RI� WKHVH�VDYLQJV�ZLOO�EH�FRPPLWWHG� WR�SULYDWL]DWLRQ� LV�EHFRPLQJ�VPDOOHU��7KH�SV\FKRORJLFDO
RXWFRPH� LV� WKDW�SHRSOH� ORVH� WKHLU�SRVLWLYH�DWWLWXGH�DQG�VXSSRUW� IRU�SULYDWL]DWLRQ�DQG�SULYDWH
SURSHUW\��5HFHQW�SROOV�VXUYH\LQJ��DWWLWXGHV�WRZDUG�PDVV�SULYDWL]DWLRQ�VKRZ�PRVW�SHRSOH�GR
QRW� H[SHFW� DQ\� EHQHILWV� IURP� SULYDWL]DWLRQ�� *RRG� UHVXOWV� FDQQRW� EH� H[SHFWHG� IURP
SULYDWL]DWLRQ��SDUWLFXODUO\�IURP�PDVV�SULYDWL]DWLRQ�LI�WKH�SXEOLF�LQWHUHVW�LV�ORVW�

$� WRS� SULRULW\� LQ� SULYDWL]DWLRQ� KDV� WR� EH� LWV� DFFHOHUDWLRQ�� ,Q� RUGHU� WR� DFKLHYH� WKLV�
VRFLHW\�DV�D�ZKROH��FHUWDLQ�LQWHUHVW�JURXSV�DQG�WKH�SROLWLFDO�IRUFHV�KDYH�WR�VKRZ�XQLWHG�ZLOO�

&DVK�SULYDWL]DWLRQ�FDQ�EH�DFFHOHUDWHG�WKURXJK�SXWWLQJ�WKH�HPSKDVLV�RQ�LWV�VSHHG�DQG
QRW�RQ�LWV�SURILWDELOLW\�WR�JRYHUQPHQW�

7KH�ZD\V�WR�VSHHG�XS�FDVK�SULYDWL]DWLRQ�DUH�DV�IROORZV�
�� VLPSOLI\�SURFHGXUHV�DQG�UHGXFH�EXUHDXFUDF\��DORQJ�WKH�SURFHVV�OLQH��VRPH�RI

WKH�ZD\V�WR�GR�WKLV�KDYH�EHHQ�VXJJHVWHG�DERYH��
�� HQGRUVH� JUHDWHU� LQYHQWLYHQHVV� DQG� UHVLOLHQFH� LQ� SULYDWL]DWLRQ� PHWKRGV�� E\

DOORZLQJ� GHOD\HG� SD\PHQWV� WR� FRPSDQLHV¶� VWDII� DQG� VWLPXODWLQJ� SD\LQJ� RXW� VRPH� RI� WKH
HQWHUSULVHV�XQGHU�=81.�RU�%UDG\�ERQGV�

�� VDWLVI\� DV� FRPSUHKHQVLYHO\� DV� SRVVLEOH� WKH� FODLPV� RI� IRUPHU� ODQG� RU� RWKHU
HVWDWH�RZQHUV�WKURXJK�WKHLU�LQYROYHPHQW�DV�VKDUH�KROGHUV�RU�SDUWQHUV��DQG

�� &DUU\�RXW�SULYDWL]DWLRQ�ZLWK�D�EHWWHU�YLHZ�WR�WKH�LQYHVWPHQWV�RI�IXWXUH�RZQHUV
LQ�ERWK�WKH�SURFHVVLQJ�FRPSDQ\�DQG�UDZ�PDWHULDO�SURGXFWLRQ�

,W� ZDV� VXJJHVWHG� WKDW� DJULFXOWXUDO� SURGXFHUV� UHFHLYH� ���� RI� WKH� %),¶V� SXEOLF
FRPSDQLHV� IUHH� RI� FKDUJH�� DV� D� ZD\� WR� ELQG� WKH� LQWHUHVWV� RI� IDUPHUV� ZLWK� WKH� SURFHVVLQJ
LQGXVWU\��7KH�LGHD�ZDV�UHDVRQDEO\�UHMHFWHG�EHFDXVH�LW�ZRXOG�EULQJ�DERXW�HYHQ�JUHDWHU�OHJDO
LPSHGLPHQWV�DQG�ZRXOG� IXUWKHU�VORZ�SULYDWL]DWLRQ��7KH�PRVW�REYLRXV�RI� WKHVH� LPSHGLPHQWV
ZRXOG�EH�WKH�LGHQWLILFDWLRQ�RI��DJULFXOWXUDO�SURGXFHUV�

:LWK� PDVV� SULYDWL]DWLRQ�� LW� LV� QHFHVVDU\� WR� TXLFNO\� VSHFLI\� WKH� PRGHO� DQG� WKHQ
LPSOHPHQW�LW�

7KH�HFRQRPLF�FRQGLWLRQV�FRPSDQLHV�ZLOO�IDFH�LQ�WKH�SRVW�SULYDWL]DWLRQ�SHULRG�DUH�YHU\
LPSRUWDQW�� 5HYLYDO� DQG� JURZWK� LQ� WKH� %),� PD\� RQO\� EH� H[SHFWHG� ZLWK� WD[� DQG� FUHGLW
FRQFHVVLRQV�DQG�ZLWK� UHDVRQDEOH� ILQDQFLDO� FRQWURO� RQ�EHKDOI� RI� WKH�JRYHUQPHQW�ZLWKRXW� LWV
LQWHUIHUHQFH�LQ�WKHLU�PDQDJHPHQW�

����������������������������������������������������������
�������&UHGLWV�RI�FRPSDQLHV�LQ�JUDLQ�DQG�IRRG�LQGXVWU\�ZLWKLQ�WKH�0$),�V\VWHP�UHDFKHG����������������OHYV�LQ�������DQG�WKH

FUHGLWV�WUDQVIRUPHG�LQWR�JRYHUQPHQW�GHEW�DPRXQW�WR���������������OHYV��GDWD�IURP�WKH�0$),��
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