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2YHUYLHZ

7KH� SUHVHQW� SDSHU� OLQNV� WZR� WRSLFV� ZKLFK� XVXDOO\� DUH� WUHDWHG� VHSDUDWHO\� LQ� WKH
HFRQRPLF� OLWHUDWXUH�� 7KH� SDSHU� SURYLGHV� DQ� DQDO\VLV� RI� WKH� VDYLQJV� EHKDYLRU� RI
YDULRXV� VHFWRUV� RI� WKH� %XOJDULDQ� HFRQRP\�� DQG� DW� WKH� VDPH� WLPH� LW� SURYLGHV� DQ
HVWLPDWH� RI� WKH� VL]H� RI� ³LQIRUPDO´� HFRQRPLF� DFWLYLW\�� ,Q� SULQFLSOH�� JURVV� QDWLRQDO
VDYLQJV�IURP�WKH�QDWLRQDO�LQFRPH�DFFRXQWV�GDWD�VKRXOG�HTXDO�WKH�VXP�RI�WKH�VDYLQJV
RI�DOO�VHFWRUV�RI�WKH�HFRQRP\��WKDW�LV��KRXVHKROGV��SXEOLF�DQG�SULYDWH�HQWHUSULVHV�DQG
JRYHUQPHQW��+RZHYHU��WKLV�SDSHU�VKRZV�WKDW�WKHUH�LV�D�GLVFUHSDQF\�EHWZHHQ�WKH�WZR�
DQG� WKLV� GLVFUHSDQF\� FDQ� EH� XVHG� WR� JHW� D� URXJK� TXDQWLWDWLYH� DVVHVVPHQW� RI� WKH
FRQWULEXWLRQ�RI�WKH�LQIRUPDO�VHFWRU�WR�WKH�VDYLQJV�RI�WKH�QDWLRQDO�HFRQRP\��$GGLWLRQDO
LQIRUPDWLRQ�FDQ�EH�REWDLQHG�E\�FRPSDULQJ�WKH�GDWD�RI�WKH�1DWLRQDO�6WDWLVWLFDO�,QVWLWXWH
�16,��WR�WKRVH�RI�WKH�%XOJDULDQ�1DWLRQDO�%DQN��%1%��

7KHRUHWLFDO�QRWHV�

7KH� WUDGLWLRQDO�DSSURDFK� WR�HFRQRPLF�JURZWK�HPSKDVL]HV� WKH� LPSRUWDQFH�RI� WKH
SURFHVV�RI�FDSLWDO�DFFXPXODWLRQ�ZKLFK�ZLOO��H[SDQG�WKH�SURGXFWLRQ�SRVVLELOLWLHV�RI�WKH
HFRQRP\�DQG�XQGHU�FHUWDLQ�FRQGLWLRQV�ZLOO�UHVXOW�LQ�DQ�LQFUHDVH�RI�WKH�ZHOIDUH�

,Q�WKH�FDVH�RI�D�VPDOO�RSHQ�HFRQRP\��LQYHVWPHQW�FDQ�EH�ILQDQFHG�EDVLFDOO\�LQ�WZR
ZD\V��7KH�VRXUFHV�DUH�WKH�IROORZLQJ�

��� 'RPHVWLF� VDYLQJV�� GHILQHG� DV� WKH� GLIIHUHQFH� EHWZHHQ� WKH� JURVV� QDWLRQDO
GLVSRVDEOH�LQFRPH�DQG�WKH�FRQVXPSWLRQ�

���$WWUDFWLRQ�RI� IRUHLJQ�FDSLWDO� WR� ILOO� WKH�JDS�EHWZHHQ� WKH�GRPHVWLF�VDYLQJV�DQG
WKH� UHTXLUHG� LQYHVWPHQW�� $SDUW� IURP� WKDW�� WKH� LQIORZ� RI� H[WHUQDO� FDSLWDO� KDV� WKH
DGYDQWDJH�RI�ORRVHQLQJ�WKH�FRQVWUDLQW�RI�WKH�EDODQFH�RI�SD\PHQWV��LQ�WHUPV�RI�VXSSO\
RI�IRUHLJQ�FXUUHQF\���7KLV�LV�YHU\�LPSRUWDQW�IRU�VHYHUDO�PDMRU�UHDVRQV��7KH�ILUVW�RQH�LV
WKDW��PRVW�RI�WKH�FDSLWDO�JRRGV�DUH�LPSRUWHG�IURP�DEURDG��7KH�VHFRQG�RQH�LV�UHODWHG
WR� WKH� VWUXFWXUH� RI� WKH� %XOJDULDQ� HFRQRP\� ZKLFK� GHSHQGV� VWURQJO\� RQ� LPSRUWV� RI
LQSXWV�� 6R� DQ\� KLJKHU� OHYHO� RI� *'3� GHPDQGV� D� JUHDWHU� DPRXQW� RI� LPSRUWV� DQG
WKHUHIRUH� WKH� QHHG� IRU� IRUHLJQ� FXUUHQF\� ULVHV�� 7KH� H[WHUQDO� FDSLWDO� UHTXLUHPHQW� LV
GHWHUPLQHG�QRW�RQO\�E\� WKH� LQYHVWPHQW�QHHGV�� ,W�JURZV�ZLWK� WKH�DPRXQW�RI� � IRUHLJQ
GHEW�VHUYLFLQJ��%XOJDULD�KDV��ODUJH�GHEW�SD\PHQWV�DQG�WKH�VXSSO\�RI�IRUHLJQ�H[FKDQJH
LV��RQH�RI�WKH�FHQWUDO�SUREOHPV�LQ�WKH�WUDQVLWLRQ�SHULRG�

7KH� %XOJDULDQ� H[SHULHQFH� RI� WKH� ODVW� ILYH� \HDUV� VKRZV� WKDW� WKH� FRXQWU\� FDQQRW
DWWUDFW� VXIILFLHQW� IRUHLJQ� FDSLWDO�� 6R� WKH� SURVSHFWV� IRU� WKH� IXWXUH� GHYHORSPHQW� DUH
UHVWULFWHG� SULPDULO\� WR� WKH� FDSDFLW\� RI� WKH� HFRQRP\� WR� JHQHUDWH� HQRXJK� VDYLQJV� WR
ILQDQFH�LQYHVWPHQW�LQ�WKH�H[SRUW�RULHQWHG�VHFWRUV�

6LQFH� LQYHVWPHQW� GHSHQGV� RQ� � VDYLQJV�� ZH� FDQ� EURDGO\� GHILQH� DV� D� EDUULHU� WR
JURZWK�DQ\�EHKDYLRU� WKDW� LPSHGHV� WKH�SURFHVV�RI� FDSLWDO� DFFXPXODWLRQ�E\�GLYHUWLQJ
IUHH�UHVRXUFHV�LQ�IDYRU�RI�FXUUHQW�FRQVXPSWLRQ�

,QYHVWPHQW�DQG�VDYLQJV�LQ�WKH�QDWLRQDO�HFRQRP\�

,Q�WKH�FHQWUDOO\�SODQQHG�HFRQRP\��LQYHVWPHQW�GHFLVLRQV�ZHUH�FHQWUDOL]HG�DQG��DV
D�UXOH�� �GLG�QRW� UHIOHFW� WKH� ORJLF�RI� WKH�PDUNHW��7KH� IRFXV�ZDV�SODFHG�RQ� WKH�VXSSO\
VLGH��ZKLOH�WKH�GHPDQG�ZDV�FRQVLGHUHG��QRW��VR�LPSRUWDQW��7KLV�FRQFHSW�ZDV�EDVHG
RQ� WKH� HUURQHRXV� DVVXPSWLRQ� WKDW� VXSSO\� DXWRPDWLFDOO\� FUHDWHV� GHPDQG�� 7KH
RYHUHVWLPDWHG� UROH�RI� LQYHVWPHQW�DW� WKDW� WLPH�PDWHULDOL]HG� LQ�D�SURGXFWLRQ�VWUXFWXUH
ZKHUH� SULRULW\� ZDV� JLYHQ� WR� WKH� EUDQFKHV� SURGXFLQJ� FDSLWDO� JRRGV�� /DWHU� RQ� WKLV
VWUXFWXUH�SURYHG�WR�EH�FRPSOHWHO\�LQDGHTXDWH�WR�WKH�QHZ�HFRQRPLF�VLWXDWLRQ�



�

7KH� GHYHORSPHQW� RI� WKH� LQYHVWPHQW� SURFHVV� LQ� %XOJDULD� GXULQJ� WKH� WUDQVLWLRQ
SHULRG� FDQ� EH� FKDUDFWHUL]HG� E\� D� VWHDG\� GHFOLQH� LQ� LQYHVWPHQW� DV� � SHUFHQWDJH� RI
*'3�

7KH�KLJK�LQYHVWPHQW�UDWH�ZDV�NHSW�XQWLO�������DOWKRXJK�DW�WKDW�WLPH�WKH�HFRQRPLF
DJHQWV� DOUHDG\� KDG� FHUWDLQ� DXWRQRP\� DQG� FRXOG� PDNH� GHFHQWUDOL]HG� GHFLVLRQV�� ,Q
SDUW� WKH� KLJK� LQYHVWPHQW�*'3� UDWLR� FRXOG� EH� H[SODLQHG� E\� SUREOHPV� ZLWK� WKH
FDOFXODWLRQ� RI� WKH�*'3� GHIODWRU� DQG� WKH� SULFH� LQGH[� IRU� WKH� FDSLWDO� JRRGV� LQ� �����
$QRWKHU� UHDVRQ� IRU�RYHUHVWLPDWLRQ�RI� LQYHVWPHQW� � LV� WKH�RQH�WLPH� UHYDOXDWLRQ�RI� WKH
FDSLWDO� VWRFN� DQG� WKH� QRQ�ILQLVKHG� FRQVWUXFWLRQ�� )RU� PRVW� RI� WKH� HQWHUSULVHV� WKLV
SURFHVV�KDV�EHHQ��ILQLVKHG�WLOO� WKH�HQG�RI������EXW� IRU�VRPH�LW�FRQWLQXHG�LQ�WKH�ILUVW
TXDUWHU�RI������

*UDSK����,QYHVWPHQWV�DQG�VDYLQJV�����RI�*'3�
6RXUFH��16,��%1%

,Q� WKH� � SHULRG� �����
������ � JURVV� FDSLWDO
IRUPDWLRQ� DV� SHUFHQWDJH� RI
*'3�GHFUHDVHG�IURP������
WR� ������ 7KRXJK� D
VXEVWDQWLDO� GHFOLQH
RFFXUUHG�� WKH� TXHVWLRQ� RI
WKH� VXIILFLHQF\� RI
LQYHVWPHQW�LV�VWLOO�RSHQ��,W�LV
SRVVLEOH� WR� PDNH� DQ
HVWLPDWH� RI� WKH� LQYHVWPHQW
UHTXLUHPHQWV� EXW� IRU� WKDW
SXUSRVH� ZH� KDYH� WR
SRVWXODWH� D� FRQVWDQW

FDSLWDO�RXWSXW�UDWLR��ZLWK�D�FHUWDLQ�ODJ��DQG�D�WDUJHW�JURZWK�RI��*'3�
,Q� WKH� FDVH� RI� WKH�%XOJDULDQ� HFRQRP\� KRZHYHU� WKLV� DSSURDFK� LV� QRW� DSSOLFDEOH

EHFDXVH�RI�WKH�GLIILFXOWLHV�LQ�PHDVXULQJ�WKH�LQLWLDO�FDSLWDO�VWRFN��DV�ZHOO�DV�EHFDXVH�RI
WKH�IDFW�WKDW�WKH�XVH�RI�WKH�DERYH�UDWLR�LV�FRQVLVWHQW�RQO\��ZKHQ�WKH�JURZWK�RI��*'3�LV
OLPLWHG�RQO\�E\�WKH�VXSSO\�RI�FDSLWDO��)RU�%XOJDULD�WKH�SUREOHPV�FRPH�PRVWO\�IURP�WKH
GHPDQG�VLGH�

7KH� G\QDPLFV� RI� � VDYLQJV� IROORZV� TXLWH� FORVHO\� WKDW� RI� � LQYHVWPHQWV� XQWLO� �����
7KH�LPSURYHPHQW�LQ������LV�ODUJHO\�GXH�WR�WKH�IDYRUDEOH�FXUUHQW�DFFRXQW�EDODQFH�

$V�LW�FDQ�EH�VHHQ�IURP�*UDSK����LQ�WKH�SHULRG������������GRPHVWLF�VDYLQJV�ZHUH
QRW�HQRXJK�WR�ILQDQFH��LQYHVWPHQW�DQG�WKH�VDYLQJV�JDS�LQFUHDVHG�IURP�����EOQ��OHYD
LQ� ����� WR� ��� EOQ�� OHYD� LQ� ������ �+RZHYHU� WKH� JDS� ZLOO� EH� VPDOOHU� LI� ZH� WDNH� LQWR
DFFRXQW�WKH�SUREOHPV�ZLWK�PHDVXUHPHQW�RI�LQYHVWPHQW��

'DWD�SUREOHPV�

7KH� DERYH� HVWLPDWHV� KDYH� EHHQ� PDGH� RQ� WKH� EDVLV� RI� *'3� ILJXUHV� IRXQG� LQ
SXEOLFDWLRQV�RI�WKH�1DWLRQDO�6WDWLVWLFDO�,QVWLWXWH��16,��DQG�WKH�FXUUHQW�DFFRXQW�ILJXUHV�
WDNHQ� IURP� WKH� EDODQFH� RI� SD\PHQWV� VWDWLVWLFV� SXEOLVKHG� E\� WKH�%XOJDULDQ�1DWLRQDO
%DQN� �%1%���6LQFH� IRU� �FRQVXPSWLRQ�DQG� LQYHVWPHQW� WKHUH� LV�QR� UHOLDEOH�DOWHUQDWLYH
VRXUFH�RI�LQIRUPDWLRQ��LW�LV�QRW�SRVVLEOH�WR�FKHFN�WKH�FRQVLVWHQF\�RI�WKH�GDWD�SURYLGHG�
$V� IRU� WKH� WKLUG� FRPSRQHQW� RI�*'3�� � QHW� H[SRUWV�� WKHUH�H[LVWV� D� VHSDUDWH� HVWLPDWH
EDVHG�RQ�WKH�VHWWOHPHQW�GDWD�VXSSOLHG�E\�WKH�FRPPHUFLDO�EDQNV�

7KH� GLVDJUHHPHQW� EHWZHHQ� WKH� WZR� VRXUFHV� LV� YHU\� KXJH� DQG�ZH� JHW� D� WRWDOO\
GLIIHUHQW�SLFWXUH�RI�WKH�HFRQRPLF�VLWXDWLRQ�ZKHQ�XVLQJ�WKH�WZR�VHWV�RI�GDWD�
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*UDSK� ��� 7UDGH� EDODQFH� LQ� PLOOLRQ� 86'� DFFRUGLQJ� WR� FXVWRPV� GDWD� DQG
VHWWOHPHQW�GDWD�SURYLGHG�E\�%1%�

6RXUFH��16,��%1%

:KHQ� WKH� VHWWOHPHQW
GDWD� DUH� XVHG�� WKH� OHYHO� RI
WKH� *'3� ULVHV� EHWZHHQ
����� DQG� ���� IRU� WKH
GLIIHUHQW�\HDUV�

7KHUH� DUH� PDQ\
SRVVLEOH� H[SODQDWLRQV� IRU
WKH� GLVFUHSDQF\� EXW� QRQH
FDQ� EH� UHJDUGHG� DV� PRUH
UHOLDEOH�WKDQ�WKH�RWKHUV�

)LUVW� RI� DOO�� LW� KDV� WR� EH
SRLQWHG�RXW�WKDW�WKHUH�H[LVWV
D� WHFKQLFDO� UHDVRQ� IRU� WKH
GLIIHUHQFH� VLQFH� LQ� � JHQHUDO

WKH�SK\VLFDO� FURVVLQJ�RI� WKH�ERUGHU�E\� WKH�JRRGV�GRHV�QRW� FRLQFLGH�FKURQRORJLFDOO\
ZLWK�WKH�SD\PHQW�IRU�WKH�IRUHLJQ�WUDGH�WUDQVDFWLRQ��2I�FRXUVH��WKLV�UHYHDOV�RQO\�SDUW�RI
WKH�VWRU\�EHFDXVH�WKLV�H[SODQDWLRQ�FDQ�EH�DSSOLHG�ZKHQ�PRQWKO\�RU�TXDUWHUO\�GDWD�DUH
XVHG�EXW�QRW�IRU�DQQXDO�GDWD�

1RUPDOO\�WKH�FXVWRPV�VWDWLVWLFV��ZKLFK�WKH�16,�KDV�EHHQ�XVLQJ��XQGHUYDOXHV�WKH
YROXPH�RI� LPSRUWV�� 7KLV� � LV� SDUWLFXODUO\� WUXH� IRU� WKH� H[FLVH� JRRGV�� OLNH� WREDFFR� DQG
DOFRKROLF� EHYHUDJHV�� ZKLFK� DUH� WKH� PDLQ� REMHFW� RI� YLRODWLRQ� RI� WKH� IRUHLJQ� WUDGH
UHJLPH��7KHUH�DUH�PDQ\�ZD\V�WKURXJK�ZKLFK�WKH�SD\PHQW�RI�GXWLHV�DQG�H[FLVH�WD[�LV
DYRLGHG�� 7KH\� UDQJH� IURP� SXUH� VPXJJOLQJ� WR� PRUH� UHILQHG� WHFKQLTXHV� VXFK� DV
GHFODULQJ�ORZHU�TXDQWLWLHV�RU�ORZHU�XQLW�SULFHV�IRU�WKH�LPSRUWHG�JRRGV�

$V�DQ� LQGLUHFW� HYLGHQFH� IRU� WKH� IUDXGV� FRQQHFWHG�ZLWK� IRUHLJQ� WUDGH�RSHUDWLRQV�
ZH�FDQ�FRPSDUH�WKH�YROXPH�RI�WHPSRUDU\�LPSRUWV�ZLWK�WKH�YROXPH�RI�WKH�UH�H[SRUWV�
)RU�WKH�WZR�\HDUV������DQG��������WHPSRUDU\�LPSRUWV�H[FHHG�UH�H[SRUWV�E\�����POQ�
86'�� 7KLV� PHDQV� WKDW� JRRGV� IRU� DW� OHDVW� ���� POQ�� GROODUV� KDYH� UHPDLQHG� LQ� WKH
FRXQWU\�DQG�WKH�LPSRUWHUV�GLG�QRW�SD\�GXWLHV�DQG��9$7�

6HWWOHPHQW� GDWD� XVXDOO\� VWURQJO\� RYHUHVWLPDWH� WUDGH� YROXPHV�� 7KHUH� PD\� EH
VHYHUDO�UHDVRQV�IRU�WKDW��)LUVW�EHFDXVH�RI� ODFN�RI�H[SHULHQFH��WKH�FRPPHUFLDO�EDQNV
WHQG� WR� FODVVLI\� DV� IRUHLJQ� WUDGH� WUDQVDFWLRQV� D� QXPEHU� RI� LQWHUQDWLRQDO� SD\PHQWV
ZKLFK�DUH�QRW�UHODWHG�WR�WKH�SXUFKDVH�RI�JRRGV��+HQFH�VRPHWLPHV�FDSLWDO� IORZV�DUH
UHIHUUHG�WR�WKH�FXUUHQW�DFFRXQW�

7RJHWKHU�ZLWK�WKH�HUURUV�UHVXOWLQJ�IURP�XQDZDUHQHVV��LQ�D�QXPEHU�RI�FDVHV�WKHUH
LV�D�GHOLEHUDWH�YLRODWLRQ�RI��WKH�UHJXODWLRQV�UHVWULFWLQJ�WKH�PRYHPHQW�RI�FDSLWDO��7KLV�LV
DFFRPSOLVKHG� E\� SUHSDULQJ� IRUPDOO\� FRUUHFW� FRPPHUFLDO� GRFXPHQWV� EHKLQG� ZKLFK
WKHUH�DUH�QR�UHDO�WUDGH�WUDQVDFWLRQV�

6DYLQJV�DQG�LQYHVWPHQW�E\�VHFWRUV�RI�WKH�HFRQRP\�

6DYLQJV� LQ� WKH�QDWLRQDO�HFRQRP\�VKRXOG�EH�HTXDO� WR� WKH� VXP�RI� WKH� VDYLQJV�RI
KRXVHKROGV��ILUPV�LQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV�DQG�WKH�JRYHUQPHQW�EXGJHW�

7KHVH�HFRQRPLF�DJHQWV�KDYH� �GLIIHUHQW�EHKDYLRU� LQ� WHUPV�RI� LQFRPH�JHQHUDWLRQ
DQG�GLVWULEXWLRQ��DQG�WKHUHIRUH�ZH�JHW�D�GLIIHUHQW�SLFWXUH�IRU��VDYLQJV�

,W�ZRXOG�EH�FRQYHQLHQW�DV�ZHOO�WR�H[DPLQH�VHSDUDWHO\�WKH�VWDWH�RZQHG�HQWHUSULVHV
IURP� WKRVH� LQ� WKH� SULYDWH� VHFWRU� EHFDXVH� RI� VRPH� GLIIHUHQFHV� LQ� WKH� SULQFLSOHV� RI
RSHUDWLRQ�EHWZHHQ�WKH�WZR�
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+RXVHKROGV

7KH� VDYLQJV� RI� KRXVHKROGV� DUH� D� UHVXOWDQW� YDULDEOH�� REWDLQHG� DV� WKH� GLIIHUHQFH
EHWZHHQ��GLVSRVDEOH�LQFRPH�DQG�FRQVXPSWLRQ���,Q�WKLV�FDVH�RQO\�WKH�PRQH\�LQFRPH
LV�WDNHQ�LQWR�DFFRXQW��

7KH�GLVSRVDEOH�LQFRPH�FDQ�EH�XVHG�HLWKHU�IRU��SXUFKDVH�RI�JRRGV�DQG�VHUYLFHV�RU
IRU� VDYLQJ��:LWK� LWV� VDYLQJV� WKH�SRSXODWLRQ� ILQDQFHV� WKH�SXUFKDVH�RI�GXUDEOH�JRRGV
DQG� UHDO� HVWDWH�� ,Q� D� EURDG� VHQVH� WKHVH� FDQ� EH� UHJDUGHG� DV� LQYHVWPHQW� RI� WKH
KRXVHKROGV�

7KH� GLIIHUHQFH� EHWZHHQ� VDYLQJV� DQG� � LQYHVWPHQW� H[SHQGLWXUHV� GHWHUPLQHV� WKH
DELOLW\�RI�WKH�SRSXODWLRQ�WR�ILQDQFH�WKH�HFRQRP\��7KLV�LV�H[DFWO\�WKH�DPRXQW�E\�ZKLFK
WKH�DFTXLUHG�ILQDQFLDO�DVVHW�H[FHHGV��WKH�WDNHQ�OLDELOLWLHV�

:H�FDQ�URXJKO\�HYDOXDWH�WKH�VDYLQJV�RI�KRXVHKROGV�E\�H[DPLQLQJ�WKH�G\QDPLFV
RI�GHSRVLWV�LQ�WKH�EDQNV��VLQFH�WKH�EXON�RI�WKH�VDYLQJV�RI�WKH�%XOJDULDQ�FLWL]HQV�LV�LQ
WKH�EDQNLQJ�V\VWHP�

:H�KDYH�WR�WDNH�DFFRXQW�RI�WKH�LQFUHDVH�RI�WKH�PRQH\�LQ�FLUFXODWLRQ�DV�ZHOO��7KH
SURSRUWLRQ�RI�WKH�JRYHUQPHQW�ERQGV��VKDUHV�HWF��LQ�WKH�WRWDO�DVVHWV�RI�WKH�SRSXODWLRQ
LV�YHU\�VPDOO�

%HIRUH�JRLQJ�DQ\�IXUWKHU��LW�PXVW�EH�VWUHVVHG�RQ�WKH�IDFW�WKDW�LQ�%XOJDULD�LW�LV�QRW
SRVVLEOH� WR�GLVWLQJXLVK�FOHDUO\� WKH�KRXVHKROGV� IURP� WKH�VPDOO�SULYDWH�VHFWRU��$V� WKH
FRUSRUDWH� EXVLQHVV� LV� VWLOO� XQGHUGHYHORSHG�� WKH� SULYDWH� VHFWRU� LV� UHSUHVHQWHG
SUHGRPLQDQWO\�E\�VROH�WUDGHUV�RU�VPDOO�SDUWQHUVKLSV�

7KH� WRWDO�QXPEHU�RI� WKH� UHJLVWHUHG�HFRQRPLF�XQLWV� �E\����'HFHPEHU������ZDV
������������������������RI�WKHP�DUH�VROH�WUDGHUV��������������DUH�SDUWQHUVKLSV�RI
FLWL]HQV�DQG��������������DUH�OLPLWHG�FRPSDQLHV�

0DQ\�RZQHUV�SUHIHU�WR�NHHS�WKH�IUHH�UHVRXUFHV�RI�WKHLU�ILUPV�LQ�SHUVRQDO�EDQNLQJ
DFFRXQWV��7KLV�LV�SDUWO\�GXH�WR�WKH�GLIIHUHQW�LQWHUHVW�UDWHV��RIIHUHG�E\�WKH�FRPPHUFLDO
EDQNV�WR�LQGLYLGXDOV�DQG��EXVLQHVVHV�

$FFRUGLQJ� WR� WKH� DQQXDO� VWDWLVWLFV� RI� WKH� %XOJDULDQ� 1DWLRQDO� %DQN� �%1%�� WKH
LQFUHDVH�RI�WKH�KRXVHKROGV¶�GHSRVLWV�LQ������LV�DERXW����EOQ��OHYD�DQG�LQ������DERXW
��� EOQ�� OHYD�� 7KH� FXUUHQF\� LQ� FLUFXODWLRQ� LQFUHDVHG� E\� ���� EOQ�� DQG� ����� EOQ�� OHYD
UHVSHFWLYHO\�

7KHUH�ZDV�D�FRQVLGHUDEOH�FKDQJH�LQ�WKH�VWUXFWXUH�RI�WKH�GHSRVLWV�
7KH� DYHUDJH� GHSRVLW� LQ� OHYD� LQFUHDVHG� DOPRVW� WKUHH� WLPHV�� IURP� ���� WK� OHYD� LQ

�����WR������WK�OHYD�LQ�������,Q�������������RI�WKH�GHSRVLWV�ZHUH�EHORZ����WK�OHYD
ZKLOH�WKH�GHSRVLWV�DERYH�����WK��OHYD�UHSUHVHQWHG�RQO\������RI�WKH�WRWDO��7ZR�\HDUV
ODWHU��WKHVH�SURSRUWLRQV�FKDQJHG�WR�����DQG������UHVSHFWLYHO\��7R�D�JUHDW�H[WHQW�WKH
FKDQJH�FDQ�EH�DWWULEXWHG�WR�WKH�KLJK�LQIODWLRQ�EXW�WKH�LQFUHDVH�RI�WKH�ELJ�GHSRVLWV�FDQ
DOVR�EH�UHJDUGHG�DV�DQ�LQGLUHFW�SURRI�IRU�WKH�SDUWLFLSDWLRQ�RI�WKH�EXVLQHVV�

7KH� VHFRQG� DVSHFW� RI� WKH� EHKDYLRU� RI� WKH� SRSXODWLRQ� LV� WKH� IRUHLJQ� FXUUHQF\
VXEVWLWXWLRQ�WKDW�WRRN�SODFH�LQ�������DIWHU�WKH�H[FKDQJH�UDWH�FULVLV�LQ�WKH�ILUVW�TXDUWHU�
:KLOH�LQ������DQG������WKH�IRUHLJQ�FXUUHQF\�GHSRVLWV�RI�WKH�SRSXODWLRQ��DV�D�VKDUH�LQ
WKH�WRWDO�GHSRVLWV�DPRXQWHG�WR�������DQG��������DW�WKH�HQG�RI������WKLV�VKDUH�ZHQW
XS�WR�������

,Q�WKH�SHULRG�����������DV�D�ZKROH��WKH�LQWHUHVW�UDWH�RQ�GHSRVLWV�ZDV�ORZHU�WKDQ
WKH�LQIODWLRQ�UDWH��7KH�SXUFKDVLQJ�SRZHU�RI�VDYLQJV�GHFOLQHG�DQG��GHSRVLWRUV�VXIIHUHG
ORVVHV�
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*UDSK����,QWHUHVW�UDWH�RQ���PRQWK�WLPH�GHSRVLWV�DQG�PRQWKO\�LQIODWLRQ�UDWH

����������������������������������������������������������������������������������6RXUFH��16,��%1%

7KH�QHJDWLYH�UHDO�LQWHUHVW�UDWH�PDGH�VRPH�SHRSOH�ORRN�IRU�DQ�DOWHUQDWLYH�WR�SODFH
WKHLU� PRQH\�� 'RXEWIXO� DSSHDUHG� ILQDQFLDO� VWUXFWXUHV� ZKLFK� DWWUDFWHG� � SRWHQWLDO
LQYHVWRUV�ZLWK�SURPLVHV�IRU�UHWXUQV�H[FHHGLQJ�VHYHUDO�WLPHV�WKH�LQWHUHVW�UDWHV�TXRWHG
E\�WKH�EDQNV�

7KHVH�VR�FDOOHG�ILQDQFLDO�S\UDPLGV�LQ�IDFW�ZHUH�FDUU\LQJ�RXW�EDQNLQJ�RSHUDWLRQV�
LJQRULQJ� WKH� UHJXODWLRQV� DQG� ZLWKRXW� EHLQJ� VXSHUYLVHG� E\� WKH� FHQWUDO� EDQN�� 6RPH
HVWLPDWHV�VKRZ�WKDW�WKHVH�VWUXFWXUHV�JDWKHUHG�DQG�WUDQVIHUUHG�DEURDG�VRPH����WR���
EOQ��OHYD�WKXV�GLYHUWLQJ�VDYLQJV�IURP�SURGXFWLYH�XVHV�

7KHUH� LV� DOVR� D� ORW� RI� HYLGHQFH� WKDW� OLFHQVHG� ILQDQFLDO� EURNHUDJH� KRXVHV� DQG
H[FKDQJH�EXUHDXV�DFFHSW�PRQH\�LQ�WKH�IRUP�RI�GHSRVLWV�ZLWKRXW�KDYLQJ�WKH�ULJKW�IRU
VXFK�DQ�DFWLYLW\�

6WDWH�RZQHG�HQWHUSULVHV

7KH�ILQDQFLDO�VLWXDWLRQ�LQ�WKH�SXEOLF�VHFWRU�GHWHULRUDWHG�VKDUSO\�DIWHU��VXEVLGLHV�IRU
WKH� VWDWH�RZQHG�HQWHUSULVHV�ZHUH� WHUPLQDWHG��7KLV� VWHS�ZKLFK�ZDV� LQWHQGHG� WR�SXW
WKH� HQWHUSULVHV� LQWR� D�PDUNHW� HQYLURQPHQW� GLG� QRW� DFKLHYH� WKH� H[SHFWHG� HIIHFWV� RI
VWUHQJWKHQLQJ��GLVFLSOLQH�DQG�UDLVLQJ��HIILFLHQF\�EHFDXVH�WKH�ILUPV�IRXQG�D�VXEVWLWXWH
IRU�WKH�VWDWH�JUDQWV�LQ�WKH�IRUP�RI�FUHGLWV�IURP��WKH�EDQNLQJ�V\VWHP�

7KH� GHFOLQH� RI� RXWSXW�� � KLJK� LQIODWLRQ�� YDJXH� SURVSHFWV� IRU� WKH� IXWXUH� HFRQRPLF
GHYHORSPHQW�DQG�HPHUJLQJ�SULYDWL]DWLRQ�DUH�DPRQJ�WKH�PDLQ�FDXVHV�IRU�WKH�UHGXFHG
LQYHVWPHQW�DFWLYLW\�

7KHUH� DUH� GLIIHUHQW� UHDVRQV� IRU� WKH� GLIILFXOWLHV� RI� WKH� QRQ�ILQDQFLDO� VWDWH�RZQHG
HQWHUSULVHV��6RPH�RI�WKHP�UHIHU�PDLQO\�WR�WKH�LQKHULWHG�SURGXFWLRQ�VWUXFWXUH��IRUPHG
LQ� FRPSOLDQFH�ZLWK� WKH� UROH� RI�%XOJDULD� LQ� WKH� LQWHUQDWLRQDO� VSHFLDOL]DWLRQ�ZLWKLQ� WKH
IRUPHU�&0($�

$V� D� UHVXOW�� DIWHU� WKH� FKDQJHV� WRRN� SODFH�� D� ORW� RI� HQWHUSULVHV� SURYHG� WR� EH
FRPSOHWHO\� LQFDSDEOH� RI� RSHUDWLQJ� LQ� WKH� QHZ�HQYLURQPHQW� ��� VRPH�EHFDXVH� RI� WKH
VFDOH��RWKHUV�EHFDXVH�RI�WKH�TXDOLW\�RI�WKH�JRRGV�WKH\�SURGXFHG��7KHVH�XQLWV�VKRXOG
KDYH� EHHQ� HLWKHU� FORVHG� RU� FRPSOHWHO\� UHVWUXFWXUHG�� 6LQFH� QHLWKHU� RI� WKHVH� WKLQJV
KDSSHQHG��WKH\�WXUQHG�WR�EH�RQH�RI�WKH�JUDYHVW�SUREOHPV�RI�WKH�WUDQVLWLRQ�HFRQRP\�
DV� WKH\� JHQHUDWHG� HQRUPRXV� ORVVHV�� FRYHUHG� XVXDOO\� WKURXJK� DQ� LQFUHDVH� RI� WKH
LQWHUQDO�JRYHUQPHQW�GHEW�
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7KH�JRYHUQPHQW��DV�DQ�RZQHU��GLG�QRW� IXOILOO� VXFFHVVIXOO\� LWV� WDVN� WR�PRQLWRU� WKH
PDQDJHPHQW�RI�WKH�VWDWH�RZQHG�HQWHUSULVHV�DQG�DW�WKH�VDPH�WLPH��LW�GLG�QRW�SURYLGH
LQFHQWLYHV�IRU�D�PRUH�HIILFLHQW�ZRUN�

7KH�ODFN�RI�PRWLYDWLRQ�DPRQJ�WKH�ZRUNHUV�DQG�WKH�PDQDJHUV��XQGHUOLHV�WKH�EXON
RI�WKH�SUREOHPV�LQ�WKH�SXEOLF�VHFWRU�

,Q� VXFK� FLUFXPVWDQFHV�� LW� LV� QRW� VXUSULVLQJ� WKDW� � LQYHVWPHQW� ZDV� SXVKHG� WR� WKH
ERWWRP� RI� WKH� SULRULW\� OLVW� RI� WKH� ILUP� PDQDJHPHQW�� 7KH� VXUYLYDO� RI� VRPH� RI� WKH
HQWHUSULVHV�ZDV�XQGHU�TXHVWLRQ�DQG�WKH�LPPHGLDWH�WDVN�RI�WKH�PDQDJHUV�ZDV�WR�NHHS
WKH� HFRQRPLF� DQG� WKH� MXULGLFDO� XQLW\� RI� WKH� ILUPV�� 7KXV�� DOO� WKH� UHVRXUFHV� DYDLODEOH
ZHUH�GHYRWHG�WR�FRYHU�FXUUHQW�H[SHQGLWXUHV��7KLV�EHKDYLRU�SURGXFHG�EHQHILWV�ERWK�IRU
WKH�ZRUNHUV�ZKR�FRXOG�NHHS�WKHLU�MREV��WKRXJK�LQ�PRVW�RI�WKH�FDVHV�WKLV�FRXOG�QRW�EH
MXVWLILHG�HFRQRPLFDOO\��DQG�IRU�WKH�PDQJHUV�IRU�ZKRP�UHPDLQLQJ�LQ�SRVLWLRQ�ZDV�RIWHQ
DFFRPSDQLHG�E\�KXJH�DGGLWLRQDO�EHQHILWV�

,Q�PDQ\�FDVHV��ZDJHV�JUHZ�PXFK�IDVWHU�WKDQ�ODERU�SURGXFWLYLW\��7KLV�ZDV�D�WDFWLF
XVHG� E\� WKH� PDQDJHUV� RI� WKH� VWDWH�RZQHG� HQWHUSULVHV� WR� JDLQ� WKH� VXSSRUW� RI� WKH
HPSOR\HHV� DQG� DW� WKH� VDPH� WLPH� WR� FUHDWH� WKH� LPSUHVVLRQ� WKDW� HYHU\WKLQJ� LQ� WKH
FRPSDQ\�ZDV�JRLQJ�ZHOO�

7KH� ILUP�� MXVW� OLNH� WKH� HFRQRP\� DV� D� ZKROH�� KDV� WZR� VRXUFHV� WR� ILQDQFH� LWV
LQYHVWPHQWV�

���LQWHUQDO�VRXUFHV����XQGLVWULEXWHG�SURILWV�DQG�GHSUHFLDWLRQ�DOORZDQFHV�
��� H[WHUQDO� VRXUFHV� ��� LVVXDQFH� RI� ERQGV� RU� VKDUHV�� RU� FUHGLWV� IURP� WKH

FRPPHUFLDO�EDQNV�
7KRVH�WZR�RSSRUWXQLWLHV�VKRXOG�EH�GLVFXVVHG�VHSDUDWHO\�
+DYLQJ�LQ�PLQG�WKH�SRRU�ILQDQFLDO�SRVLWLRQ�RI�WKH�HQWHUSULVHV�LQ�WKH�SXEOLF�VHFWRU��LW

LV�REYLRXV�WKDW�WKH�SRVVLELOLW\�RI�XVLQJ�XQGLVWULEXWHG�SURILWV�IURP�SDVW�SHULRGV�LV�YHU\
OLPLWHG��7KH�DPRXQW�RI�WKH�XQGLVWULEXWHG�SURILW�RI�WKH�VWDWH�RZQHG�ILUPV�LQ�WKH�EDODQFH
VKHHW�IRU������LV�RQO\������EOQ��OHYD�RU������RI�WKHLU�HTXLW\�FDSLWDO�

6LQFH�������WKH�HQWHUSULVHV�LQ�WKH�SXEOLF�VHFWRU�KDYH�VXIIHUHG�WUHPHQGRXV�ORVVHV�
7KH�QHW�SURILWDELOLW\��LQ�LQGXVWU\��ZKHUH�WKH�FDSLWDO�LV�ODUJHO\�FRQFHQWUDWHG������RI

WKH�WRWDO���LV��������LQ���������������LQ������DQG��������LQ������
,Q������������ ������RXW�RI������VWDWH�RZQHG�HQWHUSULVHV� WKDW�VXEPLWWHG� WR� WKH

16,� WKHLU�EDODQFH�VKHHWV�DQG� UHFRUGV�RI� LQFRPH�DQG�H[SHQGLWXUHV��HQGHG� WKH�\HDU
ZLWK�D�QHJDWLYH�ILQDQFLDO�UHVXOW��7KH�WRWDO�ORVV�IRU������LQ�WKH�SXEOLF�VHFWRU�DPRXQWV�WR
�����EOQ��OHYD��7KH�SHUIRUPDQFH�RI�D�UHODWLYHO\�VPDOO�QXPEHU�RI�ILUPV�GHWHUPLQHV�WKH
SRVLWLRQ�RI�WKH�ZKROH�HFRQRP\�

7KH�GLVWULEXWLRQ�RI�WKH�ILUPV��DFFRUGLQJ�WR�WKHLU�VDOHV�SURILWDELOLW\��UHYHDOV�D�FOXVWHU
RI�HQWHUSULVHV� LQ� WKH� LQWHUYDO� ���������������RI� WKH�HQWLWLHV� IDOO� LQ� WKLV�JURXS��$�ZHDN
DGYDQWDJH�LV�DFFRXQWHG�IRU�WKH�ILUPV�ZLWK�SRVLWLYH�UHVXOWV��EHWZHHQ���DQG�����ZKRVH
QXPEHU� LV�ELJJHU�� ,W� LV�ZRUWK�QRWLQJ� WKDW�����RI� WKH�UHPDLQLQJ����� ILUPV��RU������RI
WKH� WRWDO��KDYH�VDOHV�SURILWDELOLW\�EHORZ�������7KHVH�HQWHUSULVHV�H[SHULHQFH�D� ORW�RI
GLIILFXOWLHV� LQ� VHUYLFLQJ� WKHLU� REOLJDWLRQV� WR� FUHGLWRUV� DQG� WKH� EXGJHW�� 7KHLU� IXUWKHU
H[LVWHQFH�EHFRPHV�PHDQLQJOHVV�VLQFH�IRU�RQH�UHDVRQ�RU�DQRWKHU�WKHVH�ILUPV�DUH�QRW
LQ�SRVLWLRQ�WR�RSHUDWH�QRUPDOO\�DV�DXWRQRPRXV�XQLWV�LQ�D�PDUNHW�HQYLURQPHQW�

7KH� ORVV� LQ� WKH�SXEOLF�VHFWRU� LV�FRQFHQWUDWHG�PDLQO\� LQ� LQGXVWU\��7KUHH� LQGXVWULDO
EUDQFKHV�DUH�LQ�D�YHU\�FRPSOLFDWHG�ILQDQFLDO�SRVLWLRQ��7KHVH�DUH��HQHUJ\�SURGXFWLRQ�
FRDO�PLQLQJ�DQG�PDFKLQH�EXLOGLQJ��7KH�ORVV�DV�D�SHUFHQWDJH�RI�WKH�VDOHV�IRU�WKH�WKUHH
EUDQFKHV� LV� ������� ������ DQG� ������ UHVSHFWLYHO\�� DQG� WKH� FRYHULQJ� RI� LQWHUHVW
SD\PHQWV��LV�DPRQJ�WKH�ORZHVW�LQ�WKH�HFRQRP\�

7KH�PRVW�VXFFHVVIXO� LQGXVWULDO�EUDQFKHV�DUH� WKH�QRQ�IHUURXV�PHWDOOXUJ\�DQG� WKH
SULQWLQJ�LQGXVWU\�

�������������������������������
�7KH�QHW�SURILWDELOLW\�LV�PHDVXUHG�DV��SURILW�ORVV��WRWDO�LQFRPH
�7KH�UDWLR��JURVV�ILQDQFLDO�UHVXOW�EHIRUH�WD[DWLRQ�DQG�LQWHUHVW�SD\PHQWV���LQWHUHVW�SDLG�

PXOWLSOLHG�E\�����
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7KH�VWURQJ�GLIIHUHQWLDWLRQ�DPRQJ� WKH� ILUPV�ZKLFK�ZDV�ZLWQHVVHG� LQ� WKH�SUHYLRXV
\HDUV��UHYHDOHG�DJDLQ�LQ�������7KH�PDLQ�ILQDQFLDO� LQGLFDWRUV��GHVFULELQJ�WKH�SRVLWLRQ
RI�WKH�HQWHUSULVHV�LQ�WKH�GLIIHUHQW�EUDQFKHV��GHYLDWH�VWURQJO\�IURP�WKH�DYHUDJH�

7KH�GHWHULRUDWLRQ�RI�WKH�ILQDQFLDO�UHVXOWV�DQG�WKH�SD\PHQW�GLIILFXOWLHV�DUH�UHIOHFWHG
LQ�WKH�ORZHU�OLTXLGLW\�RI�WKH�VWDWH�RZQHG�ILUPV�

7KH� OLTXLGLW\� FRHIILFLHQW�� FDOFXODWHG�DV� WKH� UDWLR�EHWZHHQ� � VKRUW�WHUP�DVVHWV�DQG
WKH�VKRUW�WHUP� OLDELOLWLHV�GHFUHDVHV� IURP������ LQ������ WR������ LQ������� �,W�VKRXOG�EH
NHSW�LQ�PLQG�WKDW�WKH�OLTXLGLW\�FRHIILFLHQW�LV�D�VWURQJO\�FRQGLWLRQDO�LQGLFDWRU�IRU�VRPH�RI
WKH� ILUPV� EHFDXVH� LQ� WKH� VKRUW�WHUP� DVVHWV� WKH� LQYHQWRULHV� DUH� LQFOXGHG� DQG� WKHLU
OLTXLGLW\�LV�GRXEWIXO��

7KH�GLVWULEXWLRQ�RI� WKH�ILUPV�DFFRUGLQJ�WR�WKH�YDOXH�RI� WKLV�FRHIILFLHQW�VKRZV�WKDW
WKH� ODUJHVW�QXPEHU�RI�XQLWV�FDQ�EH� IRXQG� LQ� WKH� LQWHUYDO� ����������������� ILUPV�KDYH
OLTXLGLW\� FRHIILFLHQW� EHORZ� ���� DQG� WKH� QXPEHU� RI� WKH� VXSHU�OLTXLG� ILUPV� �ZLWK
FRHIILFLHQW�DERYH�����LV�����

$JDLQ�SULQWLQJ� LQGXVWU\�DQG�QRQ�IHUURXV�PHWDOOXUJ\�� DFFRXQW� IRU� WKH�EHVW� UHVXOWV
�OLTXLGLW\�FRHIILFLHQWV������DQG������UHVSHFWLYHO\���7KHVH�WZR�EUDQFKHV�DUH�LQ�D�EHWWHU
VLWXDWLRQ� UHJDUGLQJ� WKH� UHVW� RI� WKH� ILQDQFLDO� LQGLFDWRUV� DV�ZHOO�� 7KH� GHSHQGHQFH� RQ
FUHGLWRUV��LV�EHORZ�������DQG�WKH�SURILWDELOLW\�RI�VDOHV��LV�����DQG�����UHVSHFWLYHO\�

$OWKRXJK�WKH�JURZWK�RI�*'3�LQ������ZDV�DFKLHYHG�PDLQO\�GXH�WR�WKH�LQFUHDVH�RI
H[SRUWV�� � WKHUH� LV�QR�FOHDU�UHODWLRQVKLS�EHWZHHQ�WKH� ILQDQFLDO� UHVXOWV�DQG�WKH�PDUNHW
RULHQWDWLRQ�RI�WKH�ILUP��LQ�WHUPV�RI�H[SRUW�RULHQWHG�RU�LPSRUW�VXEVWLWXWLQJ�SURGXFWLRQ��

$� W\SLFDO� H[DPSOH� LV� IHUURXV� PHWDOOXUJ\� ZKLFK� LV� GHILQLWHO\� H[SRUW�RULHQWHG� DQG
VKRZV�UHVXOWV�IDU�EHORZ�WKH�DYHUDJH�IRU�WKH�HFRQRP\����ORZ�OLTXLGLW\���������QHJDWLYH
SURILWDELOLW\�RI�VDOHV��������UHODWLYHO\�KLJK�GHSHQGHQFH�RQ�FUHGLWRUV�������

$W� WKH� VDPH� WLPH�� LQ� SULQWLQJ� LQGXVWU\� ZKRVH� SURGXFWLRQ� LV� GHVLJQHG� IRU� WKH
GRPHVWLF�PDUNHW��WKH�SLFWXUH�LV�MXVW�WKH�UHYHUVH�

7DEOH����/LTXLGLW\��VDOHV�SURILWDELOLW\��GHSHQGHQFH�RQ�FUHGLWRUV�DQG�VKDUH�LQ
WKH�WRWDO�H[SRUWV�

%UDQFK 6DOHV
3UR�

ILWDELOLW\

/LTXLGLW\ GHSHQGHQFH
RQ�FUHGLWRUV�

6KDUH�LQ
H[SRUWV

(QHUJ\�SURGXFWLRQ ��� ��� ���� ����

&RDO�PLQLQJ ��� ��� ���� ����

)HUURXV�PHWDOOXUJ\ �� ���� ���� �����

1RQ�IHUURXV�PHWDOOXUJ\ �� ���� ���� ���

0DFKLQH�EXLOGLQJ ��� ���� ���� ����

3URGXFWLRQ� RI� HOHFWULFDO
DSSOLDQFHV�DQG�HOHFWURQLFV

��� ���� ���� ����

&KHPLFDO�DQG�RLO�SURFHVVLQJ
LQGXVWU\

� ���� ���� �����

,QGXVWU\� IRU� EXLOGLQJ
PDWHULDOV

�� ���� ���� ����

:RRG�DQG�ZRRG�SURFHVVLQJ �� ���� ���� ���

3DSHU�LQGXVWU\ � ���� ���� ����

*ODVV�LQGXVWU\ � ���� ���� ����

7H[WLOH�LQGXVWU\ �� ���� ���� ����

:HDULQJ� DQG� DSSDUHO
LQGXVWU\

� ���� ���� ����

�������������������������������
��7KH�RLO�GULOOLQJ�LQGXVWU\�LV�H[FOXGHG�IURP�WKH�DQDO\VLV�EHFDXVH�LWV�VKDUH�LQ�WKH�WRWDO

SURGXFWLRQ�LV�DOPRVW�]HUR�
�7KH�LQGLFDWRU�§GHSHQGHQFH�RQ�FUHGLWRUV¨�LV�PHDVXUHG�DV�D�UDWLR�EHWZHHQ�WKH�FUHGLWV

UHFHLYHG�DQG�WKH�RZQ�UHVRXUFHV�
�7KH�UDWLR�LV�GHILQHG�DV�JURVV�ILQDQFLDO�UHVXOW��VDOHV�



�

/HDWKHU� DQG� IRRWZHDU
LQGXVWU\

� ���� ���� ����

�3ULQWLQJ�LQGXVWU\ �� ���� ���� ����

)RRG�SURFHVVLQJ�LQGXVWU\ � ���� ���� �����

7KH�VHFRQG� LQWHUQDO�VRXUFH�RI� IXQGV�DUH� WKH�GHSUHFLDWLRQ�DOORZDQFHV��*HQHUDOO\
WKHLU� SXUSRVH� LV� WR� ILQDQFH� WKH� UHFRYHU\� RI� WKH� ZRUQ� RXW� IL[HG� DVVHWV�� 7KH� UROH� RI
GHSUHFLDWLRQ� KRZHYHU� LV� QRW� UHVWULFWHG� RQO\� WR� WKH� UHVWRUDWLRQ� RI� � FDSLWDO�� ,W� PD\
EHFRPH�D�PDMRU�UHVRXUFH�IRU��H[SDQVLRQ�RI�WKH�ILUP�

,Q� WKH� WUDQVLWLRQ�SHULRG� WKH�XVH�RI� WKH�GHSUHFLDWLRQ�DOORZDQFHV� LV�TXLWH�GLIIHUHQW�
7KH�HQWHUSULVHV�VHL]H�HYHU\�RSSRUWXQLW\��LQFOXGLQJ�GHSUHFLDWLRQ��WR�FRYHU�WKHLU�FXUUHQW
H[SHQGLWXUHV�

,Q� WKH� SUHVHQFH�RI� HQRUPRXV� ORVVHV�DQG�QHJDWLYH� VDYLQJV� LQ� WKH� SXEOLF� VHFWRU�
REYLRXVO\� WKH� HQWHUSULVHV� FDQQRW� DFFXPXODWH� HQRXJK� LQWHUQDO� UHVRXUFHV� DQG
WKHUHIRUH�WKH\�PXVW�WXUQ�WR�H[WHUQDO�VRXUFHV�WR�ILQDQFH�WKHLU�DFWLYLWLHV�DQG�FRYHU�WKH
ORVVHV��7KLV�FDQ�EH�GRQH�LQ�WZR�ZD\V����E\�DWWUDFWLQJ�IUHH�UHVRXUFHV�IURP�WKH�FDSLWDO
PDUNHW�DQG����E\�ERUURZLQJ�IURP�WKH�EDQNV

6LQFH�WKH�FDSLWDO�PDUNHW� LQ�%XOJDULD� LV�QRW�ZHOO�GHYHORSHG��WKH�ILUPV�UHO\�HQWLUHO\
RQ�FUHGLWV�IURP�WKH�FRPPHUFLDO�EDQNV��7KH\�FRYHU�WKHLU�ORVVHV�PRVWO\�E\�LQFUHDVLQJ
WKHLU�LQGHEWHGQHVV�WR�WKH�EDQNLQJ�V\VWHP�DQG�E\�H[WHQVLRQ�RI��LQWHU�ILUP�FUHGLW�

*UDSK����/RQJ�WHUP�FUHGLW�WR�WKH�SXEOLF�VHFWRU����RI�WRWDO�
��������������������������������������������������������������������VWRFN�HQG�RI�\HDU�

�����������������������������������������������������������������������������������������������6RXUFH��%1%

7KH� EDQNLQJ� GDWD�� DV� SUHVHQWHG� RQ� WKH� JUDSK�� VKRZ� WKDW� WKH� RXWVWDQGLQJ� ORQJ
WHUP� GHEW� RI� WKH� QRQ�ILQDQFLDO� VWDWH� HQWHUSULVHV� KDV� VKDUSO\� EHHQ� UHGXFHG� VLQFH
������ 7KLV� LV� GXH� WR� WKH� WUDQVIRUPDWLRQ� RI� FODLPV� RI� WKH� FRPPHUFLDO� EDQNV� LQWR
JRYHUQPHQW� GHEW� LQ� DJUHHPHQW� ZLWK� WKH� /DZ� RQ� 6HWWOHPHQW� RI� 1RQ�3HUIRUPLQJ
&UHGLWV�� 7KRVH� ZHUH� LQYHVWPHQW� ORDQV� H[WHQGHG� E\� WKH� EDQNV� WR� WKH� VWDWH�RZQHG
HQWHUSULVHV� EHIRUH� ������ �$IWHU� WKH� HFRQRPLF� VLWXDWLRQ� FKDQJHG�� PRVW� RI� WKH
FRPSDQLHV�IRXQG�WKHPVHOYHV�LQ�D�SRVLWLRQ�RI�LQDELOLW\�WR�VHUYLFH�WKHLU�REOLJDWLRQV�DQG
WKH� DGRSWHG� VROXWLRQ� ZDV� WR� WUDQVIRUP� WKHVH� FUHGLWV� LQWR� ORQJ�WHUP� JRYHUQPHQW
ERQGV��

,Q������WKH�VKDUH�RI� WKH�QRQ�SHUIRUPLQJ�FUHGLWV� LQFUHDVHG� LPPHQVHO\�� IURP����
POQ��OHYD�DW�WKH�HQG�RI�������WR��������POQ��OHYD��7KH�FODVVLILHG�FODLPV�ZHQW�XS�IURP
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���WR������EOQ��OHYD�IRU�WKH�VDPH�SHULRG���7KH�LQFUHDVH�LQ������LV�GXH�WR�WKH�DGRSWHG
UHJXODWLRQ�IRU�FODVVLILFDWLRQ�RI�WKH�FUHGLWV��

,Q�������WKH�FODVVLILHG�RXWVWDQGLQJ�FODLPV�ZHUH��������WKH�EDG�ORDQV�ZHUH�����
DQG� WKH� LQWHUHVW� RYHUGXH�������RI� WKH� WRWDO� FODLPV�RI� WKH� FRPPHUFLDO� EDQNV� WR� WKH
SXEOLF�VHFWRU�

7KH� DERYH� ILJXUHV� VKRXOG� EH� YLHZHG� UDWKHU� DV� WKH� ORZHU� OLPLW� RI� WKH� LUUHJXODU
FODLPV��7KH� ORVV�PDNLQJ�EDQNV� WHPSRUDULO\�DUH�QRW� LQWHUHVWHG� WR�FODVVLI\� WKH�FUHGLWV
VLQFH� WKH� SURYLVLRQV� DUH� FUHDWHG� EHIRUH� WD[DWLRQ� DQG� IRU� WKHVH� ILQDQFLDO� LQVWLWXWLRQV
VXFK� WD[� SUHIHUHQFH� GRHV� QRW� FKDQJH� WKHLU� ILQDQFLDO� VLWXDWLRQ�� �$FFRUGLQJ� WR
5HJXODWLRQ�1�� WKH� FRPPHUFLDO� EDQNV� DUH� REOLJHG� WR� UDLVH� SURYLVLRQV� DPRXQWLQJ� WR
����RI�WKH�SULQFLSDO�IRU�WKH�FUHGLWV�RI�JURXS�$������IRU�WKH�GRXEWIXO�FODLPV�LQ�JURXS�%
DQG�������IRU�WKH�QRQ�SHUIRUPLQJ�FUHGLWV��

6DYLQJV�DQG�LQYHVWPHQW�LQ�WKH�SULYDWH�VHFWRU�

%DFNJURXQG

7KH�HPHUJHQFH�RI� SULYDWH� HQWUHSUHQHXUV� LQ�%XOJDULD� EHJDQ� LQ� WKH� ODWH� HLJKWLHV�
EHIRUH�WKH�SROLWLFDO�UHIRUPV�DQG�WKH�OLEHUDOL]DWLRQ�RI�WKH�HFRQRPLF�DFWLYLW\��7KH�SULYDWH
VHFWRU� IRUPDWLRQ� EHFDPH� OHJDOO\� SRVVLEOH� DIWHU� 'HFUHH� 1��� ZDV� HQIRUFHG� LQ� WKH
EHJLQQLQJ� RI� ������ 7ZR� \HDUV� HDUOLHU�� LQ� ������ 'HFUHH� 1� ��� RI� WKH� &RXQFLO� RI
0LQLVWHUV�ZDV�DGRSWHG��ZKLFK� UHJXODWHG� WKH� UHQW� UHODWLRQV�� 7KH�GHFUHH� DOORZHG� WKH
%XOJDULDQ�FLWL]HQV�WR�OHDVH�IURP�WKH�VWDWH�ORQJ�WHUP�DVVHWV�OLNH�UHDO�HVWDWH��PDFKLQHV
DQG�HTXLSPHQW��WUDQVSRUW�YHKLFOHV��HWF��7KH�LGHD�EHKLQG�WKLV�GHFLVLRQ�ZDV�WR�LQGXFH�D
QHZ�W\SH�RI�DWWLWXGH� WRZDUGV� WKH�SXEOLF�SURSHUW\�� L�H��D�PRUH� UDWLRQDO�XVH�RI�FDSLWDO�
7KXV�WKH�UHQW�WXUQHG�WR�EH�RQH�RI�WKH�ILUVW�OHJDO�RSSRUWXQLWLHV�IRU�FDSLWDOL]DWLRQ�RI�WKH
SULYDWH� VHFWRU�� 7KLV� RSSRUWXQLW\� ZDV� TXLWH� OLPLWHG� LQ� WKH� EHJLQQLQJ� EHFDXVH� RI� WKH
H[LVWLQJ�FRQWURO� RQ� WKH�DFWLYLW\�RI� WKH� VWDWH�RZQHG�HQWHUSULVH�DW� WKDW� WLPH��/DWHU� RQ�
ZKHQ� WKH� DJHQWV� UHFHLYHG� DXWRQRP\�� WKH� OHDVLQJ� RI� VWDWH� SURSHUW\� E\� LQGLYLGXDO
HQWUHSUHQHXUV�ZDV�RQH�RI�WKH�PRVW�DWWUDFWLYH�ZD\V�WR�DFKLHYH�VLJQLILFDQW�SURILWV�ZLWK
PLQLPXP� H[SHQVHV�� $W� WKH� VDPH� WLPH�� WKH� VWDWH� ZDV� ORRVLQJ� SRWHQWLDO� LQFRPH
EHFDXVH�RI�WKH�ORZ�UHQW�WDULIIV�

,Q� WKH� ILUVW�SHULRG�RI� WKH�SULYDWH�FDSLWDO� IRUPDWLRQ� LQ�%XOJDULD� �EHIRUH� WKH�VWDUW�RI
UHIRUPV� LQ������� WKH� IRUPV�DQG�WKH�VFDOH�RI� WKLV�SURFHVV�ZHUH�UHVWULFWHG� WR� �QDUURZ
OLPLWV�

$IWHU� WKH� SULYDWH� HQWUHSUHQHXUV� UHFHLYHG� WKH� ULJKW� WR� HQJDJH� LQ� LQGHSHQGHQW
HFRQRPLF� DFWLYLW\�� TXLWH� QDWXUDOO\�� PRVW� RI� WKHP� GLUHFWHG� WKHLU� HIIRUWV� WR� WKH� WUDGH
VHFWRU��,W�LV�ZHOO�NQRZQ�WKDW�WKH�OLQN�EHWZHHQ�WKH�SURGXFHU�DQG�WKH�FRQVXPHU�ZDV�RQH
RI� WKH�ZHDNHVW�SRLQWV�RI� WKH�VRFLDOLVW�HFRQRP\��6R� WUDGH�DQG�VHUYLFHV�EHFDPH� WKH
PDLQ�VRXUFH�RI�LQFRPH�IRU�WKH�HPHUJLQJ�SULYDWH�VHFWRU�

%\�WKH�HQG�RI������������SULYDWH�ILUPV�ZHUH�UHJLVWHUHG�LQ�WKH�WUDGH�VHFWRU��ZKLFK
SHUIRUPHG� ����� RI� WKH� WXUQRYHU� LQ� WKH� UHWDLO� WUDGH�� ,Q� � ����� DOUHDG\� ������ RI� WKH
WXUQRYHU�ZDV�LQ�WKH�SULYDWH�VHFWRU��DQG�LQ������WKLV�VKDUH�UHDFKHG�������

$�YHU\�W\SLFDO�IHDWXUH�RI�WKH�SURFHVV�RI�LQLWLDO�FDSLWDO�DFFXPXODWLRQ�LQ�WKH�WUDQVLWLRQ
HFRQRP\� LV� WKH�HPHUJHQFH�RI�GLIIHUHQW� WHFKQLTXHV� IRU� WUDQVIHUULQJ�SXEOLF� IXQGV� LQWR
SULYDWH�KDQGV�

6RPH�RI� WKH�PRVW�ZLGHO\� VSUHDG�PHWKRGV�RI� LOOHJDO� FDSLWDOL]DWLRQ� RI� WKH� SULYDWH
VHFWRU�LQFOXGH�WKH�IROORZLQJ�

��&UHDWLRQ�RI� SDUDOOHO� ILUPV�E\�PDQDJHUV� RI� VWDWH�RZQHG�HQWHUSULVHV� RU� SHUVRQV
FRQQHFWHG� ZLWK� WKHP�� 7KHVH�PDQDJHUV� WUDQVIHUUHG� LQ� WKHLU� SULYDWH� ILUPV� WKH� SXEOLF
DVVHWV� DW� WKHLU� GLVSRVDO�� +DYLQJ� GRQH� WKDW�� ODWHU� WKH\� XVXDOO\� TXLW� WKH� VWDWH
RUJDQL]DWLRQ�DQG�VHW��SULYDWH�EXVLQHVVHV�

,Q�WKH�ILUVW�\HDUV�RI�WKH�WUDQVLWLRQ�SHULRG�WKLV�ZDV�D�ZLGHVSUHDG�SKHQRPHQRQ�
��$YRLGLQJ�SD\PHQW�RI�WD[HV��GXWLHV�DQG�IHHV�
6RPHWLPHV� FHUWDLQ� JDSV� LQ� WKH� OHJLVODWLRQ� DVVLVWHG� WKLV� SUDFWLFHV�� �)RU� D� VKRUW

ZKLOH� WKHUH� H[LVWHG� D� WD[� SUHIHUHQFH� IRU� WKH� FRRSHUDWLYHV� RI� VWXGHQWV�� 7KHVH



��

FRRSHUDWLYHV�ZHUH�XVHG�DV�D�FRYHU�EHKLQG�ZKLFK�HQRUPRXV�TXDQWLWLHV�RI�FLJDUHWWHV
DQG�DOFRKROLF�EHYHUDJHV�ZHUH�LPSRUWHG�ZLWKRXW�SD\LQJ�WKH�WD[HV�GXH��

��&UHDWLRQ� RI� ILQDQFLDO� VWUXFWXUHV� �RIWHQ�ZLWK� EDQN� ORDQV��ZKLFK� DFFHSW� GHSRVLWV
DQG�H[WHQG� FUHGLWV�ZLWKRXW� KDYLQJ� WKH� ULJKW� WR� SHUIRUP�EDQNLQJ�RSHUDWLRQV��6HYHUDO
FDVHV� RI� KLGGHQ� SULYDWL]DWLRQ� RI� VWDWH�RZQHG� EDQNV� WKURXJK� ULVLQJ� WKHLU� FDSLWDO
EHFDPH�NQRZQ�LQ�������WKRXJK�WKH�%1%�HLWKHU�ZDV�QRW� LQIRUPHG�RU�UHIXVHG�WR�JLYH
SHUPLVVLRQ�IRU�VXFK�DQ�RSHUDWLRQ�

��3ULYDWH�ILUPV��VXSSO\LQJ�LQSXWV�WR�VRPH�VWDWH�HQWHUSULVHV�DW�YHU\�KLJK�SULFHV�DQG
EX\LQJ� SURGXFWLRQ� FKHDSO\�� 7KXV� WKH� SULYDWH� VHFWRU� HDUQV� SURILWV� ZKLOH� WKH� SXEOLF
VHFWRU�DFFXPXODWHV�ELJ�ORVVHV��$Q�LQGLUHFW�SURRI�IRU�WKDW�LV�WKH�PXFK�VORZHU�LQFUHDVH
RI�WKH�ZKROHVDOH�SULFHV�WKDQ��WKH�FRQVXPHU�SULFHV�

*UDSK����&3,�DQG�33,�G\QDPLFV��FXPXODWLYH��
6RXUFH�

16,

�� ´0RQH\
ODXQGHULQJ´�
3DUW� RI� WKH
IXQGV� RI� WKH
IRUPHU
WRWDOLWDULDQ
RUJDQL]DWLRQV
ZDV
GLVWULEXWHG
DPRQJ� PDQ\
ILUPV�� 7KH
SXUSRVH� ZDV
WR� KLGH� WKH
RULJLQ� RI� WKHVH
PRQH\� DQG� WR
DYRLG� SRVVLEOH
FRQILVFDWLRQ�

/DUJH�DPRXQWV�ZHUH�FRQYHUWHG�LQ�IRUHLJQ�FXUUHQF\�DQG�WUDQVIHUUHG�DEURDG�
,Q�DGGLWLRQ��DOO�WKH�LQFRPH�REWDLQHG�LQ�D�FULPLQDO�ZD\�ZDV��DQG�LV��IUHHO\�OHJDOL]HG�
$�VSHFLDO�UROH�LQ�WKH�SULYDWH�FDSLWDO�DFFXPXODWLRQ�SOD\HG�WKH�EDQNLQJ�VHFWRU�ZKLFK

FUHDWHG�WKH�VR�FDOOHG�FUHGLW�PLOOLRQDLUHV�

)LQDQFLDO�VLWXDWLRQ�RI�WKH�SULYDWH�VHFWRU

,Q�������������RI�WKH�JURVV�YDOXH�DGGHG�ZDV�FUHDWHG�LQ�WKH�SULYDWH�VHFWRU��7KH
VHFWRUDO� GLVWULEXWLRQ� LV� DV� IROORZV�� DJULFXOWXUH� DQG� IRUHVWU\� ����� LQGXVWU\� ����� DQG
VHUYLFHV��������$FFRUGLQJ�WR�WKH�GDWD��VXEPLWWHG�WR�WKH�16,��DW�WKH�HQG�RI�������WKH
SULYDWH�ILUPV�RZQ������RI�WKH�WRWDO�IL[HG�DVVHWV�LQ�WKH�HFRQRP\�

$JDLQ�WKH�16,�GDWD�VKRZ�D�³ERRP´�LQ�WKH�LQYHVWPHQW�DFWLYLW\�RI�WKH�SULYDWH�VHFWRU
LQ�������7KH�H[SHQGLWXUHV�IRU�DFTXLVLWLRQ�RI�IL[HG�WDQJLEOH�DVVHWV�LQ��QRPLQDO�WHUPV�LQ
�����ZHUH�WHQ�WLPHV�KLJKHU�WKDQ�WKRVH�LQ������
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�� �� �� �� �� �� �� ��
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*UDSK����([SHQGLWXUHV�IRU�DFTXLVLWLRQ�RI�IL[HG�WDQJLEOH�DVVHWV����RI�*'3�

6RXUFH��16,

7KH
FRQVLGHUDEOH
LQFUHDVH� LV
SDUWO\�GXH�WR�WKH
RSSRUWXQLWLHV
ZKLFK� WKH� WD[
OHJLVODWLRQ
SURYLGHG� E\
DFNQRZOHGJLQJ
D�ZLGH� UDQJH� RI
H[SHQGLWXUHV� DV
UHGXFLQJ� WKH
WD[DEOH� SURILW�
7KXV� WKH
³LQYHVWPHQW´
H[SHQGLWXUHV� RI
WKH� SULYDWH

EXVLQHVVPHQ�HVVHQWLDOO\�FRQVLVWHG�RI�SXUFKDVHV�RI�SHUVRQDO�PRWRU�YHKLFOHV�DQG�UHDO
HVWDWH�� �$FFRUGLQJ� WR� WKH� ODWHU� DPHQGPHQWV� LQ� 'HFUHH� ��� �� WKH� WD[DEOH� SURILW� LV
UHGXFHG�RQO\�E\�WKH�DFTXLVLWLRQ�RI�EXLOGLQJV�IRU�SURGXFWLRQ�DQG�FRPPHUFLDO�SXUSRVHV
DQG�YHKLFOHV�IRU�WUDQVSRUWDWLRQ�RI�SDVVHQJHUV�RU�ORDGV��H[FOXGLQJ�PRWRU�FDUV��

7KH�FRPSDULVRQ�EHWZHHQ�WKH�VWUXFWXUH�RI�WKH�DVVHWV�LQ�WKH�EDODQFH�VKHHWV�RI�WKH
SULYDWH�DQG�VWDWH�HQWHUSULVHV�VKRZV�VXEVWDQWLDO�GLIIHUHQFHV�

7KH�VKDUH�RI�WKH�WDQJLEOH�IL[HG�DVVHWV�LQ�WKH�WRWDO�DVVHWV�LV�PRUH�WKDQ�WZLFH�KLJKHU
LQ� WKH�SXEOLF�VHFWRU�� ��������DJDLQVW������� LQ� WKH�SULYDWH�VHFWRU���7KH�VKDUH�RI� WKH
FODLPV�RI�WKH�SULYDWH�HQWHUSULVHV�LV�SDUWLFXODUO\�KLJK��������RI�WKH�ZKROH�DVVHWV�������
RI� WKHP�DUH� FODLPV�RQ� VDOHV�DQG�������DUH� FODVVLILHG� DV� ³RWKHU� FODLPV´�� 7KH� ODUJH
YROXPH� RI� VXFK� FODLPV� PD\� EH� DWWULEXWDEOH� WR� H[WHQVLRQ� RI� PRQH\� ORDQV�� 6XFK
SUDFWLFH�H[LVWV�WKRXJK�LW�LV�QRW�UHJXODWHG�E\�WKH�ODZ�

7KH�LQWHUILUP�FUHGLW�LV�ZLGHO\�XVHG�LQ�WKH�SULYDWH�VHFWRU��,Q������WKH�REOLJDWLRQV�WR
VXSSOLHUV�H[FHHGHG�WKH�FODLPV�RQ�VDOHV�E\�������EOQ��OHYD��:KDW�LV�LQWHUHVWLQJ�LQ�WKLV
FDVH��LV�WKDW�WKH�VWDWH�RZQHG�HQWHUSULVHV�DUH�DOVR�QHW�GHEWRUV�WR�WKHLU�SDUWQHUV��ZLWK
����EOQ�� OHYD��� �3DUWO\� WKLV�FRXOG�EH�H[SODLQHG�ZLWK�REOLJDWLRQV� WR� IRUHLJQ�FRPSDQLHV
DQG� EXGJHW� RUJDQL]DWLRQV�� EXW� DQRWKHU� SRVVLEOH� H[SODQDWLRQ� LV� WKDW� WKH� FUHGLWRU
FRPSDQLHV�DUH�QRW�UHFRUGHG�E\�WKH�VWDWLVWLFV�

(YLGHQFH�IRU�LQFRPSOHWHQHVV�DQG�LQDFFXUDFLHV�LQ�WKH�UHFRUGLQJ�RI�WKH�SXEOLF�DQG
SULYDWH� VHFWRUV� DFWLYLW\� FDQ� EH� IRXQG� ZKHQ� WKH� GDWD� RI� WKH� %1%� IRU� � FUHGLWV� DQG
GHSRVLWV�DUH�FRPSDUHG�WR�WKRVH�SUHVHQWHG�E\�WKH�16,�

7DEOH����'LVDJUHHPHQW�EHWZHHQ�WKH�GDWD�RI�WKH�16,�DQG�WKH�%1%��POQ��OHYD�
3ULYDWH�FRPSDQLHV������

16, %1%

0RQH\ ����� �����

�RI�ZKLFK�IRUHLJQ�FXUUHQF\ ���� �����

/RDQV ����� ������

6WDWH�RZQHG�HQWHUSULVHV������

16, %1%

0RQH\ ����� �����

�RI�ZKLFK�IRUHLJQ�FXUUHQF\ ����� �����

/RDQV ������
 ������
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����� ����� ����� �����
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,Q� WKH� DPRXQW� RI� WKH� FUHGLW� WR� WKH� SXEOLF� VHFWRU� WKHUH� LV� D� YHU\� ELJ� GLIIHUHQFH
EHWZHHQ� WKH� WZR� VRXUFHV� RI� LQIRUPDWLRQ� LQ� WKH� VWRFN� RI� WKH� ORQJ� WHUP� GHEW�� 7KLV
UHIOHFWV�WKH�ORDQV��WUDQVIRUPHG�WR�D�JRYHUQPHQW�GHEW�

,W� LV� FOHDU� IURP� WKH� WDEOH� WKDW� D� VXEVWDQWLDO� SDUW� RI� WKH� SULYDWH� VHFWRU� LV� QRW
FDSWXUHG� E\� WKH� VWDWLVWLFV�� 7KLV� LV� RQO\� SDUW� RI� WKH� H[SODQDWLRQ� IRU� WKH� KXJH
GLVDJUHHPHQWV� LQ� WKH� GDWD� DQG� LW� FDQQRW� EH� DSSOLHG� WR� WKH� SXEOLF� VHFWRU�� 7KH
GLIIHUHQFH� LQ� WKH� FUHGLW� VWRFN� LV� SDUWO\� GXH� WR� WKH� IDFW� WKDW� VRPH�HQWHUSULVHV�GR�QRW
UHSRUW�LQWHUHVW�LQ�WKH�EDODQFH�VKHHWV�RU�DFFRXQW�IRU�LW�LQ�WKH�LWHP�³RWKHU�OLDELOLWLHV´��$V
IRU� WKH� PRQH\�� D� ORW� RI� FRPSDQLHV� ERWK� SULYDWH� DQG� SXEOLF� KDYH� VHYHUDO� EDQNLQJ
DFFRXQWV�EXW�GHFODUH�RQO\�RQH�IRU�UHDVRQV�UHODWHG�WR�WD[DWLRQ�

7KH� ILQDQFLDO� LQGLFDWRUV�RI� WKH�SULYDWH� ILUPV��ZKLFK�KDYH�VXEPLWWHG�GDWD� IRU� WKHLU
DFWLYLWLHV�VKRZ�D�PXFK�PRUH�XQIDYRXUDEOH�SLFWXUH�WKDQ�WKH�RQH�LQ�WKH�SXEOLF�VHFWRU�
:KDW� LV�UHPDUNDEOH�KHUH�� LV� WKH� ORZ�FRYHULQJ�RI� WKH� ORDQV�ZLWK�RZQ�FDSLWDO�� ��������
DJDLQVW�����LQ�WKH�SXEOLF�VHFWRU��7KH�GHSHQGHQFH�RQ�FUHGLWRUV�LQ�WKH�SULYDWH�VHFWRU�LV
ILYH�WLPHV�KLJKHU����������DJDLQVW�����

6LPLODU�WR�WKH�VWDWH�RZQHG�HQWHUSULVHV��LQ�WKH�SULYDWH�VHFWRU�WKH�EHVW�SHUIRUPDQFH
LV� DFFRXQWHG� E\� WKH� QRQ�IHUURXV�PHWDOOXUJ\� ��� KLJK� VDOHV� SURILWDELOLW\�� KLJK� OLTXLGLW\�
DQG�]HUR�GHSHQGHQFH�RQ�FUHGLWRUV�

+RZHYHU�� DV� D�ZKROH�� WKH� SULYDWH� VHFWRU� HQGV� �����ZLWK� D� ORVV� RI� �������POQ�
OHYD� DQG� QHJDWLYH� VDYLQJV��6XUSULVLQJO\� WKLV� LV� GXH� WR� WKH� SRRU� SHUIRUPDQFH� RI� WKH
WUDGH�VHFWRU��ZKHUH�����RI�WKH�UHFRUGHG�SULYDWH�ILUPV�DUH�RSHUDWLQJ�

,W�ZRXOG�EH�KHOSIXO�WR�FRPSDUH�WKH�EDVLF�ILQDQFLDO�LQGLFDWRUV�RI�WKH�SXEOLF�DQG�WKH
SULYDWH�VHFWRU�LQ�WUDGH��ZKHUH�SULYDWH�SURSHUW\�LV�PRVW�VWURQJO\�UHSUHVHQWHG�

7DEOH����)LQDQFLDO�LQGLFDWRUV�LQ�WKH�WUDGH�VHFWRU

3XEOLF�VHFWRU 3ULYDWH�VHFWRU

/LTXLGLW\��FRHII�� ���� ����

&RYHULQJ� WKH� ORDQV� ZLWK� RZQ� FDSLWDO
�FRHII��

���� ����

'HSHQGHQFH�RQ�FUHGLWRUV��FRHII�� ���� ����

&RYHULQJ�RI�LQWHUHVW�SD\PHQWV��� ��� ��

)LQDQFLQJ�WKH�DFWLYLWLHV�ZLWK�RZQ�IXQGV
�FRHII��

���� ����

6DOHV�SURILWDELOLW\ � ��

7KH�GLVWULEXWLRQ�RI�WKH�ILUPV�DFFRUGLQJ�WR�WKH�YDOXH�RI�WKH�OLTXLGLW\�FRHIILFLHQW�LQ�D
ODUJH�H[WHQW�FRLQFLGHV�ZLWK�WKDW�RI�WKH�VWDWH�RZQHG�HQWHUSULVHV��������RI�WKH�ILUPV�DUH
ZLWK�FRHIILFLHQWV�EHWZHHQ�����DQG������7KH�GLIIHUHQFH�IURP�WKH�SXEOLF�VHFWRU�LV�LQ�WKH
KLJK�SURSRUWLRQ�RI�WKH�FRPSDQLHV�ZLWK�OLTXLGLW\�FRHIILFLHQW�DERYH�����,Q�WKLV�JURXS�IDOO
����ILUPV��������RI�WKH�WRWDO�QXPEHU��

$V�ORQJ�DV�WKH�VDOHV�SURILWDELOLW\�LV�FRQFHUQHG��DJDLQ�WKH�SLFWXUH�LV�VLPLODU�WR�WKDW
LQ� WKH� SXEOLF� VHFWRU�� :LWK� SRVLWLYH� SURILWDELOLW\� EHWZHHQ� �� DQG� �� DUH� ������ RI� WKH
HQWHUSULVHV�ZKLOH�LQ�WKH�LQWHUYDO���������IDOO�������RI�WKH�XQLWV�

6DOHV�DUH�PRVW�XQSURILWDEOH� LQ�JODVV� LQGXVWU\�� WKH� LQGXVWU\� IRU�EXLOGLQJ�PDWHULDOV
DQG�LQ�DJULFXOWXUH�

7KHUH�VHHPV�WR�EH��D�FRPSOHWH�ODFN�RI�FRUUHODWLRQ�EHWZHHQ�WKH�ILQDQFLDO�SRVLWLRQ
RI� WKH� � VHFWRU� DQG� WKH� QXPEHU� RI� � ILUPV� LQ� WKDW� VHFWRU�� 7KH� VKDUH� RI� WKH� SULYDWH
FRPSDQLHV�LQ�WKH�PRVW�SURILWDEOH�EUDQFKHV�LV�PLQRU�

,Q������������HQWHUSULVHV�IURP�WKH�SULYDWH�VHFWRU�ZHUH�SURILWDEOH�DQG������HQGHG
ZLWK�D�ORVV��,Q�WKH�VWUXFWXUH�RI�WKH�H[SHQGLWXUHV�RI�WKH�SULYDWH�ILUPV�D�YHU\�ORZ�VKDUH�LV
DWWULEXWHG�WR�WKH�H[SHQGLWXUHV�IRU�VDODULHV���������RI�WKH�WRWDO��ZKHUHDV�IRU�WKH�SXEOLF
VHFWRU� WKH�VKDUH� LV��������7KHUH� LV�D�ZLGHVSUHDG�SUDFWLFH�DPRQJ�WKH�HPSOR\HUV� WR

�������������������������������
�7KH�UDWLR�EHWZHHQ�WKH�RZQ�FDSLWDO�DQG�WKH�ERUURZHG�IXQGV�
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QHJRWLDWH�FRQWUDFWV�ZLWK� WKH�HPSOR\HHV� IRU� WKH�PLQLPXP�ZDJH�VR�DV� WR�DYRLG� ODUJH
SD\PHQWV�RI�VRFLDO�EHQHILWV�

$V� DQ� HVWLPDWH� RI� WKH� LQYHVWPHQW� DFWLYLW\� RI� WKH� SULYDWH� VHFWRU�ZH� FDQ� XVH� WKH
FKDQJH�LQ�WKH�ORQJ�WHUP�FUHGLW��7KLV�LV�MXVWLILHG�LQ�YLHZ�WR�WKH�ODFN�RI�FDSLWDO�PDUNHWV�LQ
%XOJDULD�� VR� WKH� ILUPV�FDQQRW� ILQDQFH� WKHLU� LQYHVWPHQW�SURMHFWV� WKURXJK� LVVXDQFH�RI
ERQGV�

*UDSK����/RQJ�WHUP�FUHGLW�G\QDPLFV��DV���RI�WKH�WRWDO�FUHGLW�WR�WKH�SULYDWH
VHFWRU���������������������������������������������������������������������������VWRFN��HQG�RI�\HDU�

����������������������������������������������������������������������������������������������������6RXUFH��%1%

2EYLRXVO\�� DV� D�ZKROH�� SULYDWH� HQWHUSULVHV� DUH� QRW� LQFOLQHG� WR� � WDNH� LQYHVWPHQW
ORDQV�DQG��EDQNV�DUH�QRW�ZLOOLQJ�WR�H[WHQG�VXFK�FUHGLWV�

2Q�WKH�RWKHU�KDQG���VKRUW�WHUP�FUHGLW�IRU�WKH�SULYDWH�VHFWRU�JURZV�DW�D�YHU\�KLJK
UDWH��,Q��������FODLPV�RI��FRPPHUFLDO�EDQNV�RQ�SULYDWH�ILUPV�DFFRXQW�IRU�������RI�WKH
WRWDO�FUHGLW�IRU�WKH�UHDO�VHFWRU��JRYHUQPHQW�DQG�KRXVHKROGV�DUH�H[FOXGHG���7KLV�UDWLR
VHHPV� LQFRQVLVWHQW��KDYLQJ� LQ�PLQG� WKDW� WKH�SULYDWH�VHFWRU�FUHDWHV�RQO\�RQH� WKLUG�RI
WKH�JURVV�YDOXH�DGGHG��1DWXUDOO\��WKH�FUHGLW�H[SDQVLRQ�LQFUHDVHG�VKDUSO\�WKH�VKDUH�RI
WKH�GRXEWIXO�DQG�EDG�ORDQV�
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*UDSK� ��� 'RXEWIXO� DQG� EDG� ORDQV� RI� WKH� SULYDWH� VHFWRU� DV� �� RI� WKH� WRWDO
FUHGLW�

�6RXUFH��%1%

,W� FDQ� EH� VHHQ� IURP
WKH� GDWD� WKDW� LQ� �����
������ RI� WKH� FODLPV� RQ
WKH� SULYDWH� VHFWRU� DUH
LUUHJXODU�� ,Q� ������ WKH
VKDUH� ULVHV� WR� ������
7KRXJK� VRPH� SULYDWH
FRPSDQLHV� H[SHULHQFH
GLIILFXOWLHV� ZLWK� WKHLU
RSHUDWLRQ� DQG� WKH\� DUH
QRW� DEOH� WR� SD\� RII� WKHLU
GHEWV�� VWLOO� WKHUH� LV� D
ODUJH� QXPEHU� RI
HQWUHSUHQHXUV� ZKR
ERUURZ� PRQH\� IURP� WKH
EDQNV� ZLWK� WKH� LQWHQWLRQ

RI�QRW�UHSD\LQJ�WKH�ORDQV��8VXDOO\��VXFK�FUHGLWV�DUH�QRW�FROODWHUDOL]HG�DW�DOO��RU�LI�WKH\
DUH��WKH�FROODWHUDO�LV�RI�GRXEWIXO�YDOXH�

7KH� VWDWLVWLFV� UHYHDOV� WKDW� DW� WKH� HQG� RI� ������ WKH� FRPPHUFLDO� EDQNV� KDG
H[WHQGHG��������FUHGLWV�LQ�OHYD�WR�SULYDWH�ILUPV��2QO\���������OHVV�WKDQ������RI�WKHP
DUH� FROODWHUDOL]HG�� ,Q�PRQH\� WHUPV�� WKH� GLIIHUHQFH� EHWZHHQ� WKH� WRWDO� DPRXQW� RI� WKH
FUHGLW�DQG�WKH�FROODWHUDO�LV�DERXW����EOQ��OHYD��)RUHLJQ�FXUUHQF\�FUHGLWV�DUH�LQ�D�PXFK
EHWWHU�SRVLWLRQ��7KH�DPRXQW�RI�WKH�XQVHFXUHG�ORDQV�LV�����EOQ��OHYD�

�)RUHLJQ�FXUUHQF\�ORDQV�ZHUH�DGYDQWDJHRXV�IRU�WKH�ERUURZHUV�LQ������DQG�����
EHFDXVH�RI� WKH�UHODWLYHO\�VWDEOH�QRPLQDO�H[FKDQJH�UDWH�DQG��KLJK� LQIODWLRQ�UDWH��7KH
VKDUH�RI��IRUHLJQ�FXUUHQF\�FUHGLW�LQFUHDVHG�IURP�������DW�WKH�HQG�RI������WR�������LQ
����� DQG� ������ LQ� ������ $IWHU� WKH� VWURQJ� GHSUHFLDWLRQ� RI� WKH� OHY� LQ� ����� D� ORW� RI
GHEWRUV� IRXQG� WKHPVHOYHV� LQ�D�VHULRXV� WURXEOH�DQG� WKH�VKDUH�RI� WKH�FODVVLILHG� ORDQV
URVH� VLJQLILFDQWO\�� ,Q� ������ ������RI� WKH� WRWDO� DPRXQW� RI� WKH� GRXEWIXO� ORDQV�ZDV� LQ
IRUHLJQ�FXUUHQF\��ZKLOH�LQ�������WKH�SHUFHQWDJH�ZHQW�XS�WR�������

3UREOHPV�RI�WKH�EDQNLQJ�V\VWHP�

7KH� VXEVWDQWLDO� DPRXQW� RI� WKH� QRQ�VHUYLFHG� OLDELOLWLHV� RI� WKH� SULYDWH� DQG� SXEOLF
FRPSDQLHV�UHIOHFWV�LQ�WKH�SRVLWLRQ�RI�WKH�EDQNLQJ�V\VWHP�

7KH� ODUJH� SURSRUWLRQ� RI� WKH� QRQSHUIRUPLQJ� DVVHWV� LQ� WKH� EDQNV¶� SRUWIROLRV�
GLVSHUVHG�DPRQJ�D�JUHDW�QXPEHU�RI�EDQNV�GRHV�QRW�DOORZ�IRU�D�UDGLFDO�VROXWLRQ�RI�WKH
SUREOHP�ZLWK�WKH�EDG�GHEWV�

7R�D� ODUJH�H[WHQW� WKH�GLIILFXOWLHV�RI� WKH�FRPPHUFLDO�EDQNV�DUH�D�FRQVHTXHQFH�RI
DQ� LQFRPSHWHQW�PDQDJHPHQW��+RZHYHU��VRPHWLPHV�GHOLEHUDWH�DFWLRQV�VWDQG�EHKLQG
WKH�EDG�SHUIRUPDQFH�RI�WKH�EDQNLQJ�V\VWHP��([WHQVLRQ�RI�XQFROODWHUDOL]HG�ORDQV�LV�D
SURPLQHQW�H[DPSOH��$QRWKHU�H[DPSOH� LV� WKH�H[FHVVLYH�ELQGLQJ�RI�VRPH�FRPPHUFLDO
EDQNV� ZLWK� WKHLU� ERUURZHUV�� 7KH� VKDUH� RI� � ELJ� FUHGLWV� LQ� WKH� DVVHWV� RI� WKH� EDQNV
LQFUHDVHV�� $SDUW� IURP� WKH� ODUJH� VWDWH�RZQHG� HQWHUSULVHV�� ZKR� KDYH� WUDGLWLRQDO
UHODWLRQV�ZLWK�VRPH�RI�WKH�EDQNV��PRUH�SULYDWH�ILUPV�EHFRPH�UHFLSLHQWV�RI�ELJ�FUHGLWV�

7KHVH�DUH� UHSUHVHQWHG�PDLQO\�E\� WKH� ODUJH�EXVLQHVV�JURXSV��ZKR�YLUWXDOO\�GUDLQ
WKH�UHVRXUFHV�RI�WKH�EDQNV�DQG�PDNH�EDQNV�KHDYLO\�GHSHQGHQW���2I�FRXUVH��PRVW�RI
WKRVH�FUHGLWV�EHFRPH�EDG�ORDQV��

+RZHYHU�QRW�RQO\�WKH�VWDWH�EDQNV�DUH�D�WDUJHW�RI�DEXVH��9HU\�W\SLFDO�LV�WKH�FDVH
RI�D�SULYDWH�EDQN��ZKLFK�ZDV�FUHDWHG�ZLWK�WKH�SXUSRVH�WR�H[WHQG�FUHGLWV�WR�WKH�ILUPV�RI
LWV�IRXQGHUV�DQG�PDLQ�VKDUHKROGHUV��+XJH�DPRXQWV�ZHUH�WUDQVIHUUHG�WR�VXFK�UHODWHG
RUJDQL]DWLRQV�DQG�DV�D�UHVXOW��WKH�EDQN�SUDFWLFDOO\�IHOO�LQ�LQVROYHQF\�
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'RXEWIXO�ORDQV %DG�ORDQV ,QWHUHVW�RYHUGXH
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7KHVH�DUH�RQO\�D�IHZ�RI�WKH�PDQ\�SUREOHPV�RI�WKH�EDQNLQJ�V\VWHP�LQ�%XOJDULD�EXW
VLQFH� RXU� WDVN� LV� WR� ILQG� WKH� SODFH� RI� EDQNV� LQ� WKH� IUDPHZRUN� RI� � VDYLQJV� DQG
LQYHVWPHQW��ZH�KDYH�WR�SRLQW�RXW�WKDW�VLPLODUO\�WR�WKH�VWDWH�RZQHG�HQWHUSULVHV�DQG�WKH
UHFRUGHG�DFWLYLW\� RI� WKH�SULYDWH� VHFWRU�� WKH� FRPPHUFLDO� EDQNV�HDUQ�QHJDWLYH�SURILWV�
7KH�QHW�ORVV�RI�WKH�EDQNLQJ�VHFWRU�LQ������ZDV���EOQ��OHYD�DQG�LQ���������D�OLWWOH�EHORZ
��EOQ��OHYD�

7KH�QHJDWLYH� ILQDQFLDO� UHVXOWV�GHFDSLWDOL]H� WKH�EDQNLQJ�V\VWHP��6RPH�HVWLPDWHV
VKRZ�WKDW�WKH�GHFDSLWDOL]DWLRQ�LQ������ZDV�DURXQG����EOQ��OHYD�

7KH�SROLF\�RI� WKH�%1%� WRZDUGV� WKH�FRPPHUFLDO�EDQNV�ZDV�QRW� ILUP�HQRXJK�DQG
FRXOG� QRW� LQWURGXFH� GLVFLSOLQH�� 2Q� WKH� FRQWUDU\�� WKH� LQFUHDVLQJ� UHILQDQFLQJ� �WKRXJK
%1%� GHFODUHG�PDQ\� WLPHV� WKDW� � UHILQDQFLQJ� ZLOO� EH� UHGXFHG� DQG� HYHQ� VWRSSHG� IRU
VRPH�EDQNV��FUHDWHG�WKH�LPSUHVVLRQ�WKDW�ZKDWHYHU�WKH�FUHGLW�SROLF\�DQG�WKH�ILQDQFLDO
UHVXOWV� RI� WKH� FRPPHUFLDO� EDQNV�PD\� EH�� WKH� %1%�ZLOO� VXSSRUW� WKHP� LQ� DQ\� FDVH�
6HYHUDO�JRYHUQPHQW�GHFLVLRQV�IRU�WUDQVIRUPDWLRQ�RI��EDG�ORDQV�LQWR�JRYHUQPHQW�GHEW
SOD\HG�D�FRQVLGHUDEOH�UROH�IRU�WKH�ZRUVHQLQJ�RI�WKH�ILQDQFLDO�GLVFLSOLQH�DV�ZHOO�

7KH�EDG�ILQDQFLDO�UHVXOWV�RI�WKH�EDQNV�FDXVHG�D�VHULRXV�OLTXLGLW\�FULVHV��%HFDXVH
RI�WKH�LQFDSDFLW\�RI�WKH�FRPPHUFLDO�EDQNV�WR�FRYHU�WKHLU�FXUUHQW�H[SHQGLWXUHV�ZLWK�WKH
FXUUHQW�LQFRPH�IURP��EDQNLQJ�RSHUDWLRQV��WKH\�IHOO� LQ�QHHG�RI�IUHVK�UHVRXUFHV��6LQFH
WKHVH� UHVRXUFHV� XVXDOO\� FRPH� IURP� WKH� FHQWUDO� EDQN� � D� FRQVLGHUDEOH� LQIODWLRQDU\
SRWHQWLDO�LV�EHLQJ�DFFXPXODWHG�

$V�DQ�LQGLFDWRU�RI�WKH�OLTXLGLW\�GLIILFXOWLHV�PD\�EH�UHJDUGHG�WKH�FLUFXPVWDQFH�WKDW
VLQFH�WKH�PLGGOH�RI������WKH�RYHUGUDIW�DOPRVW�SHUPDQHQWO\�H[FHHGV�WKH�IXQGV�LQ�WKH
DFFRXQWV�RI�WKH�FRPPHUFLDO�EDQNV�LQ�WKH�%1%�

7KH�EDG�VWUXFWXULQJ�RI��DVVHWV�DQG��OLDELOLWLHV�LQ�VRPH�EDQNV�DGGV�WR�WKH�SUREOHP�

7KH�%XGJHW�

$IWHU� WKH� EHJLQQLQJ� RI� WKH� UHIRUP� WKH� UROH� RI� WKH� GLUHFW� WD[HV� LQ� WKH� � EXGJHW
UHYHQXHV�GHFUHDVHG��7KH�VKDUH�RI�WKH�SURILW�WD[�UHYHQXHV�LQ�WKH�WRWDO�WD[�UHYHQXHV�RI
WKH�UHSXEOLF�EXGJHW�LQ������LV�RQO\��������7KH�EXGJHW�LQFUHDVLQJO\�UHOLHV�RQ�LQGLUHFW
WD[HV�DV�D�VRXUFH�RI�UHYHQXH��7KH�VKDUH�RI�WKH�9$7�LQ������LV�������DQG�WKDW�RI�WKH
H[FLVH�DQG�GXWLHV���������DQG�������UHVSHFWLYHO\�

7KH�GHFOLQH�RI�WKH�VKDUH�RI�WKH�GLUHFW�WD[HV�LQ�WKH�EXGJHW�UHYHQXHV�LV�GXH�ERWK�WR
WKH� QDUURZLQJ� RI� WKH� WD[DWLRQ� EDVH� DV� D� FRQVHTXHQFH� RI� WKH� VWDJQDWLRQ� LQ� WKH
HFRQRP\�DQG�WR� WKH�SRRU�FROOHFWLRQ��7KH� WD[DWLRQ�SROLF\�DOVR�FRQWULEXWHV� WR� WKH�EDG
SHUIRUPDQFH�RI�WKH�EXGJHW�UHYHQXHV��7KH�GLIIHUHQW�WUHDWPHQW�RI�WKH�ILUPV�DFFRUGLQJ�WR
WKH�IRUP�RI�RZQHUVKLS�DQG�W\SH�RI�UHJLVWUDWLRQ�SODFHG�WKH�VWDWH�RZQHG�HQWHUSULVHV�LQ
D�UHODWLYHO\�XQIDYRXUDEOH�SRVLWLRQ�VLQFH�WKH\�KDG�WR�SD\�ELJJHU�WD[HV�DQG�RQO\�D�SDUW
RI�WKH�LQWHUHVW�SDLG�ZDV�DFNQRZOHGJHG�DV�UHGXFLQJ�WKH�WD[DEOH�SURILW��,Q����������RI
WKH� LQWHUHVW�SD\PHQWV�ZHUH�DFNQRZOHGJHG�DQG� LQ������ WKH�VKDUH�ZDV� LQFUHDVHG� WR
�����7KH�FKDQJH�ZDV�UHIOHFWHG�LQ�WKH�KLJKHU�UDWLR�³SURILW�WD[�SDLG��SURILW�WD[�GXH´�IRU
�����

7DEOH� ��� 7KH� UDWLR� ³WD[HV� SDLG� �WD[HV� GXH´�� EDVHG�RQ� WKH�16,� GDWD� IRU� WKH
VWDWH�RZQHG�HQWHUSULVHV�

([FLVH�WD[ 7XUQRYHU�WD[
�9$7 3URILW�WD[

���� ������ ����� �����

���� ����� ����� �����

���� ����� ����� �����


)RU������DQG�����

7KH� SULPDU\� EDODQFH� RI� WKH� FRQVROLGDWHG� EXGJHW� ZDV� QHJDWLYH� LQ� ������ 7KH
VDYLQJV�RI� WKH�JRYHUQPHQW� IRU������FDQ�EH�HVWLPDWHG�DV�D�GLIIHUHQFH�EHWZHHQ� WKH
SULPDU\�GHILFLW�DW�WKH�HQG�RI������DQG�WKH�SULPDU\�VXUSOXV�IRU�������WKDW� LV�DERXW���
EOQ�� OHYD�� 7KH� SULPDU\� VXUSOXV� WKDW� ZDV� UHFRUGHG� LQ� ����� UHVXOWHG� LQ� D� SRVLWLYH
FKDQJH�LQ�WKH�VDYLQJV�WKURXJK�WKH�EXGJHW�RI�DERXW����EOQ��OHYD�
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&RQFOXVLRQ

7KH� DQDO\VLV� RI� WKH� HFRQRPLF� VLWXDWLRQ� UHYHDOV� D� WURXEOHVRPH� SLFWXUH�� 7KH
LQYHVWPHQW�LQ�UHDO�WHUPV�LV�SHUPDQHQWO\�GHFOLQLQJ��7KH�VWDWH�RZQHG�HQWHUSULVHV�HLWKHU
GR� QRW� KDYH� HQRXJK� UHVRXUFHV� WR� LQYHVW�� RU� WKHLU� H[SHFWDWLRQV� IRU� WKH� IXWXUH� DUH
DGYHUVH�

7KH�SULYDWH�VHFWRU�LV�QRW�LQWHUHVWHG�LQ�LQYHVWLQJ�EHFDXVH�LW�FDQ�XVH�WKH�DVVHWV�RI
WKH�VWDWH�RZQHG�HQWHUSULVHV�

7KH� VDYLQJV�� HVWLPDWHG� DFFRUGLQJ� WR� WKH� QDWLRQDO� DFFRXQWV� VWDWLVWLFV�� GR� QRW
PDWFK�WKH�VXP�RI�WKH�VDYLQJV�LQ�WKH�GLIIHUHQW�VHFWRUV�RI�WKH�HFRQRP\��)RU������RQO\
WKH�KRXVHKROGV�DQG�WKH�EXGJHW�DSSHDU�WR�FRQWULEXWH�WR�WKH�LQFUHDVH�RI��VDYLQJV��7KH
QHW�GLVSRVDEOH�LQFRPH��RI�WKH�HQWHUSULVHV�IURP�WKH�SXEOLF��VHFWRU��ZKLFK�LV�XVHG�DV�D
PHDVXUH�RI� WKH�VDYLQJV�RI� WKH� ILUPV��ZDV�QHJDWLYH� LQ������ �����EOQ�� OHYD���7KH�QHW
GLVSRVDEOH�LQFRPH�RI�WKH�DFFRXQWHG�SULYDWH�VHFWRU�ZDV�DOVR�QHJDWLYH�����EOQ��OHYD��

�7KLV� PHDQV� WKDW� WKH� KXJH� GLVDJUHHPHQW� EHWZHHQ� WKH� VDYLQJV� LQ� WKH� QDWLRQDO
HFRQRP\�DQG�WKH�VDYLQJV�RI�WKH�GLIIHUHQW�VHFWRUV�PD\�FRPH�HLWKHU�IURP�PLVUHSRUWLQJ�
RU� IURP� XQDFFRXQWHG� DFWLYLWLHV�� ,Q� VXSSRUW� RI� WKH� ODVW� DVVXPSWLRQ� LV� WKH� HQRUPRXV
GLVFUHSDQF\�EHWZHHQ�WKH�EDQNLQJ�GDWD�DQG�WKH�16,�GDWD��7KH�XQUHFRUGHG�VDYLQJV�IRU
�����FDQ�EH�URXJKO\�HVWLPDWHG�WR����RI�WKH�*'3�

7KH� XQDFFRXQWHG� DFWLYLWLHV� DUH� QRW� QHFHVVDULO\� LOOHJDO� DOWKRXJK� WKHUH� DUH� VXFK
H[DPSOHV��)RU� LQVWDQFH�� WKH�SRVLWLYH�HIIHFWV�RI� WKH�HPEDUJR�WUDGH�FDQ�EH�UHODWHG� WR
WKH�LOOHJDO�DFWLYLWLHV��+RZHYHU�WKH�PDMRULW\�RI�WKH�FDVHV�UHIHU�WR�KLGLQJ�LQFRPH�LQ�RUGHU
WR� DYRLG� WD[HV�� 7KH� JRYHUQPHQW� ORVHV� FRQVLGHUDEOH� SRWHQWLDO� UHYHQXHV� � DQG� WKLV
LPSHGHV�ILVFDO�SROLF\�

7KH�DERYH�FRQFOXVLRQV�FDVW�VRPH�GRXEWV�RQ�ZKHWKHU�WKH�SRVLWLYH�UHDO�HFRQRPLF
JURZWK� WKDW� ZDV� DFKLHYHG� LQ� WKH� ODVW� WZR� \HDUV� FDQ� EH� VXVWDLQHG�� 7KH� KXJH
GLVSURSRUWLRQ¶V�ZKLFK�FRPH�WR�OLJKW�ZKHQ�GLIIHUHQW�GDWD�DUH�DQDO\]HG�UHYHDO�D�SLFWXUH
RI� D� GLVWRUWHG� DQG� LQHIILFLHQW� HFRQRP\�� 7KH� GLIIXVLRQ� RI� SURSHUW\�� WKH� ZHDN
HQIRUFHPHQW�RI�H[LVWLQJ�OHJLVODWLRQ��DQG�WKH�ODFN�RI�KDUG�EXGJHW�FRQVWUDLQWV�FUHDWH�D
SHUIHFW�HQYLURQPHQW�IRU�WKH�GHYHORSPHQW�RI�WKH�LQIRUPDO�VHFWRU�

�������������������������������
�7KH�QHW�GLVSRVDEOH�LQFRPH�LV�FDOFXODWHG�RQ�WKH�EDVLV�RI�WKH�WD[HV�GXH�
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