
�

* /2 % $ / � 6 & , (1 & ( � � * / 2 % $ / � 3 2 / , & < �

/ 2 & $ / � 7 2 � * / 2 % $ / � 3 2 / , & < � 3 52 & ( 6 6 ( 6 � ) 2 5

6 2 , / 6 � 0 $1$* (0(17 � , 1 � $ ) 5 , & $

, ' 6 � :25 . , 1 * � 3 $ 3 ( 5 � � � �

- DPH V � . H H O H \ � D Q G � , D Q � 6 F R R Q H V

6800$5<

7KH�FUHDWLRQ�DQG�VHOOLQJ�RI�LGHDV�RI�JOREDO�HQYLURQPHQWDO�FULVLV�KDV�EHHQ�D�FRUH�FKDUDFWHULVWLF�RI�WKH�SRVW�5LR

GHFDGH��*OREDO�VFLHQFH�DQG�JOREDO�SROLF\PDNLQJ�SURFHVVHV�DUH�FHQWUDO�WR�WKHVH�FULVHV��+RZHYHU��IUDPLQJV�RI

JOREDO�HQYLURQPHQWDO�SUREOHPV�²�WKH�NQRZOHGJH�FODLPV�DQG�LQWHUHVWV�WKDW�XQGHUSLQ�WKHP��DQG�WKH�SODQV�WKDW

IORZ�IURP�WKHP�²�DUH�RIWHQ�DFFHSWHG�ZLWKRXW�FULWLFDO�H[DPLQDWLRQ��7KH�LGHD�RI�DQ�$IULFDQ�VRLO�IHUWLOLW\�FULVLV�LV

RQH�VXFK�FDVH��7R�LOOXVWUDWH�WKLV��WKH�SDSHU�WUDFHV�WKH�KLVWRU\�RI�WKH�6RLO�)HUWLOLW\�,QLWLDWLYH��6),��IRU�$IULFD��D

PDMRU� PXOWLODWHUDO� SURJUDPPH��:H� ORRN� DW� WKH� UROH� RI� VFLHQFH� LQ� FUHDWLQJ� ERWK� D� SUREOHP� DQG� SRWHQWLDO

VROXWLRQV�WR�WKDW�SUREOHP��,Q�ERWK�FDVHV�VXEVWDQWLDO�XQFHUWDLQWLHV�ZHUH�¶EODFN�ER[HG·��DV�VXSSRVHGO\�GLVWLQFW

ZRUOGV� RI� VFLHQFH� DQG� SROLF\� LQWHUDFWHG� WR� FUHDWH� DQ� DJHQGD� IRU� DFWLRQ�� 7KH� IRUPDWLRQ� RI� DFWRU�QHWZRUNV

UXQQLQJ�ZLWKLQ�DQG�EHWZHHQ�RUJDQLVDWLRQV��DQG�IURP�JOREDO�WR�ORFDO�VFDOHV�ZDV�FHQWUDO�WR�WKLV�SROLF\�SURFHVV�

)ROORZLQJ�WKH�6),�WR�WKH�SUHVHQW�ZH�GRFXPHQW�WKDW�QRW�DV�PXFK�KDV� IORZHG�IURP�WKH�,QLWLDWLYH�DV� LQLWLDOO\

HQYLVDJHG�� :KLOH� EXUHDXFUDFLHV� PD\� HDVLO\� FRDOHVFH� DURXQG� D� SUREOHP� DQG� PDNH� D� ELJ� QRLVH�� WUDQVODWLQJ

UKHWRULF�LQWR�FRQFUHWH�DFWLRQ�LV�PXFK�KDUGHU��7KH�XQUDYHOOLQJ�RI�WKH�6),��ZH�VXJJHVW��FDQ�EH�H[SODLQHG�DV�D

FRQVHTXHQFH�RI�EXUHDXFUDWLF�SROLWLFV�EHWZHHQ�DQG�ZLWKLQ�WKH�NH\�SOD\HUV��DQG�DOVR�DV�D�UHVXOW�RI� LQDGHTXDWH

OLQNV� EHWZHHQ� JOREDO� DQG� ORFDO� VFDOHV��7KH� LPSOLFDWLRQV� IRU� LQWHUQDWLRQDO� DFWLYLW\� ²� FRQYHQWLRQV�� VWUDWHJLHV�

DFWLRQ�SODQV�DQG�VR�RQ�²�DUH�VHULRXV��7RR�RIWHQ�ZKDW�FODLPV�WR�EH�JOREDO�LV�UHDOO\�QRW�JOREDO�DW�DOO�²�EXW�KDV

EDUHO\�FRQFHDOHG�OLQNV�WR�ORFDOLWLHV�LQ�WKH�1RUWK��$FFRUGLQJO\��WKH�FKDOOHQJH�LV�WR�GHVLJQ�PRUH�HIIHFWLYH�JOREDO

SURFHVVHV�DOORZLQJ�PRUH�PHDQLQJIXO�LQFOXVLRQ�RI�GLYHUVH�ORFDO�SUREOHP�IUDPLQJV�

��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV������
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7KLV� LV� D�KLVWRU\�RI� WKH� VHOOLQJ�RI� D� VWRU\��$�VWRU\�RI�SRWHQWLDO� FULVLV� DQG�GLVDVWHU� IRU� WKH� VRLO� UHVRXUFHV� RI

$IULFD��$�VWRU\�ZKRVH�FRQFOXVLRQV�OHDG�WR�D�SDUWLFXODU�VHW�RI�DFWLRQV�UHTXLULQJ�DQ�LQWHUQDWLRQDO�UHVSRQVH��7KH

VWRU\·V� FKDUDFWHUV�� FRQQHFWHG� LQ� YDULRXV� DQG� FKDQJLQJ� ZD\V�� DUH� VFDWWHUHG� DFURVV� WKH� ZRUOG� ²� LQ� 5RPH�

:DVKLQJWRQ��:DJHQLQJHQ��DQG�D�UDQJH�RI�$IULFDQ�FDSLWDOV��7KH\� LQFOXGH�VFLHQWLVWV��FRQVXOWDQWV��JRYHUQPHQW

DQG�DLG�EXUHDXFUDWV��SROLWLFLDQV��DQG�FRPSOH[�K\EULGV�EHWZHHQ� WKHVH��7KH� VWRU\�HPHUJHV�RYHU�VHYHUDO� \HDUV

WKURXJK�WKH�ZULWLQJ�RI�DXJXVW�VFLHQWLILF�SDSHUV�� WKH�SURGXFWLRQ�RI�JORVV\�EURFKXUHV� DQG� IODVK�ZHEVLWHV�� WKH

FUHDWLRQ� RI� VRXQGELWHV� RI� LQIRUPDWLRQ� DQG� VWDWLVWLFV�� DWWHQGDQFH� DW�PHHWLQJV� DQG�ZRUNVKRSV� DQG� LQIRUPDO

FRQYHUVDWLRQV� DQG� OREE\LQJ�� $OO� FRPELQH� WR�PXVWHU� VXSSRUW�� JHW� LQWHUHVW� DQG� VHOO� WKH� LGHD� WR� SROLWLFLDQV�

IXQGHUV�DQG�RWKHUV�

*OREDO� HQYLURQPHQWDO� FULVHV�²�VXFK�DV� WKH� VRLO� IHUWLOLW\� FULVLV� LQ�$IULFD�ZKLFK� WKLV�SDSHU� IRFXVHV�RQ�²

KDYH�EHHQ�D�PHGLD��UHVHDUFK�DQG�SROLF\�FRQFHUQ�IRU�VRPH�WLPH��7KH�5LR�FRQIHUHQFH�RI������VSDZQHG�D�UDQJH

RI�IUDPHZRUNV��FRQYHQWLRQV�DQG�LQLWLDWLYHV�WR�UHVSRQG�WR�WKHVH�E\�VHWWLQJ�XS�DQ�LQWHUQDWLRQDO�DUFKLWHFWXUH�IRU

SUREOHP� DVVHVVPHQW�� UHJXODWLRQ� DQG� SURMHFW� IXQGLQJ�� ,Q� ������ IRU� H[DPSOH�� WKH� &RQYHQWLRQ� WR� &RPEDW

'HVHUWLILFDWLRQ�HQWHUHG�LQWR�IRUFH�VLJQHG�E\�����FRXQWULHV��DQG�MRLQHG�FOLPDWH�FKDQJH�DQG�ELRGLYHUVLW\�DV�RQH

RI�WKH�NH\�JOREDO�HQYLURQPHQWDO�LVVXHV�ZLWK�SOHGJHV�IRU�DFWLRQ�DFURVV�WKH�JOREH��EXW�SDUWLFXODUO\�LQ�$IULFD���,Q

WKLV� SDSHU� ZH� FRQFHQWUDWH� RQ� WKH� FRQVWUXFWLRQ� RI� ODQG� PDQDJHPHQW� LVVXHV� LQ� $IULFD� DV� DQ� LQWHUQDWLRQDO

HQYLURQPHQWDO�SUREOHP�DQG�WDNH�DV�D�FDVH�VWXG\�WKH�6RLO�)HUWLOLW\�,QLWLDWLYH��6),���7KLV�ZDV�ODXQFKHG�E\�)$2

DQG� WKH� :RUOG� %DQN� LQ� ����� ZLWK� PXFK� IDQIDUH�� DQG� ZLWK� DQ� LPSUHVVLYH� DUUD\� RI� FROODERUDWRUV� DQG

VXSSRUWHUV��/LQNHG�DV� LW� LV� WR�D�YDULHW\�RI�RWKHU� LQLWLDWLYHV�VLPLODU� LQ�DLP�WKLV�FDVH�SRWHQWLDOO\�RIIHUV� LQVLJKWV

LQWR�WKH�ZD\�NQRZOHGJH��SRZHU�DQG�SUDFWLFH�LQWHUDFW�LQ�WKH�FRQVWUXFWLRQ�RI�JOREDO�SROLF\�LVVXHV��

7KH� SURFHVV� RI� FRQVWUXFWLRQ� ZH� GHVFULEH� LV� DERXW� WZR� SURFHVVHV�� 7KH� ILUVW�� LV� DERXW� WKH� VRFLDO� DQG

SROLWLFDO�SURFHVVHV�VXUURXQGLQJ� WKH�FUHDWLRQ�RI�JOREDOLVHG�NQRZOHGJH� WKDW�FODLPV� WR�EH�DEOH� WR�VSHDN�DERXW

YHU\� ODUJH� DUHDV�� 7KH� VHFRQG� UHODWHV� WR� WKH� GHYHORSPHQW� RI� IRUPV� RI� RUJDQLVDWLRQ� WKDW� DUH� LQWHUQDWLRQDO�

RIIHULQJ�WKH�SRWHQWLDOV�IRU�WKH�JOREDO�PDQDJHPHQW�RI�HQYLURQPHQWDO�LVVXHV��:H�DUJXH�WKDW�WKH�WZR�SURFHVVHV

DUH� FULWLFDOO\� LQWHUOLQNHG�� 7KLV� H[DPLQDWLRQ� RI� WKH� IUDPLQJ� RI� SUREOHPV� E\� VFLHQFH� LQ� LQWHUDFWLRQ� ZLWK

EXUHDXFUDF\� KHOSV�� ZH� VXJJHVW�� ERWK� H[SODLQ� WKH� SHUVLVWHQFH� DQG� LOOXPLQDWH� WKH� FRQWLQJHQF\� RI� VRPH

IUHTXHQWO\�XQTXHVWLRQHG��EXW�XUJHQW��SROLF\�SUREOHPV�

7KH� SDSHU� LV� EDVHG� D� FRPELQDWLRQ� RI� VHPL�VWUXFWXUHG� LQWHUYLHZV� ZLWK� RYHU� ��� NH\� LQIRUPDQWV�

GRFXPHQWDU\� DQDO\VLV� EDVHG� RQ�SXEOLVKHG� DQG� JUH\� OLWHUDWXUH� DYDLODEOH� LQ� WH[W� DQG�ZHE� IRUPDWV� DQG� DFWLYH

                                                
� %\�0DUFK�����������FRXQWULHV�KDG�UDWLILHG�RU�ZHUH�LQ�WKH�SURFHVV�RI�UDWLI\LQJ�WKH�FRQYHQWLRQ��7KH�JRYHUQLQJ�ERG\

IRU�WKH�FRQYHQWLRQ�LV�WKH�&RQIHUHQFH�RI�WKH�3DUWLHV��ZKHUH�DOO�JRYHUQPHQWV�WKDW�KDYH�UDWLILHG�WKH�FRQYHQWLRQ�DUH
UHSUHVHQWHG�� 8QGHU� WKH� WHUPV� RI� WKH� FRQYHQWLRQ� HDFK� FRXQWU\� LV� FRPPLWWHG� WR� GHVLJQLQJ� DQG� LPSOHPHQWLQJ� D
1DWLRQDO�$FWLRQ�3URJUDPPH��,W�VKRXOG�DOVR�EH�QRWHG�WKDW�ZKLOH�WKH�&RQYHQWLRQ�LV�D�JOREDO�SURFHVV�DQG�LQVWUXPHQW�
LW�KDV�FRQFHQWUDWHG�RQ�$IULFD��DQG�LV�ZLGHO\�VHHQ�WR�KDYH�FRPH�LQWR�H[LVWHQFH�RXW�RI�D�FRQFHUQ�IRU�$IULFD��DQG�DOVR
DV�D�FRPSOHPHQW�WR�WKH�RWKHU�FRQYHQWLRQV�WKDW�ZHUH�SHUFHLYHG�E\�VRPH�DV�¶1RUWKHUQ·�FRQFHUQV��)RU�PRUH�GHWDLOV�
VHH��ZZZ�XQFFG�FK�

� :KLOH�LW�LV�WUXH�WKDW�WKH�6),�LV�RQO\�DQ�$IULFDQ�LQLWLDWLYH��LW�FDQ�VWLOO�EH�WKRXJKW�RI�DV�D�JOREDO�SUREOHP�EHFDXVH�LW�ZDV
FUHDWHG�E\�SOD\HUV�ZLWKLQ� WKH�JOREDO�DUHQD�� ,W� LV�DOVR�YHU\�VLPLODU� WR�RWKHU� ODQG�GHJUDGDWLRQ�DFWLYLWLHV� VXFK�DV� WKH
&RQYHQWLRQ�WR�&RPEDW�'HVHUWLILFDWLRQ�ZKLFK�DUH�FRQFHUQHG�ZLWK�VHYHUDO�FRQWLQHQWV�
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SDUWLFLSDWLRQ� LQ� D� QXPEHU� RI�ZRUNVKRSV�� VHPLQDUV�� FRQIHUHQFHV� DQG� SROLF\� UHYLHZV� RYHU� WKLV� SHULRG��� 7KH

LQWHUYLHZ� ZRUN� ZDV� FDUULHG� RXW� EHWZHHQ� ����� DQG� ����� LQ� $IULFD�� (XURSH� DQG� 1RUWK� $PHULFD� ZLWK

LQGLYLGXDOV� LQ� D� UDQJH�RI�GLIIHUHQW�RUJDQLVDWLRQV�� LQFOXGLQJ� VFLHQWLVWV� DQG�PDQDJHUV� LQ� LQVWLWXWHV� SDUW� RI�� RU

OLQNHG� WR�� WKH� &*,$5� �&RQVXOWDWLYH� *URXS� RQ� ,QWHUQDWLRQDO� $JULFXOWXUDO� 5HVHDUFK�� �LQFOXGLQJ� ,&5$)

�,QWHUQDWLRQDO�&RXQFLO�IRU�5HVHDUFK�RQ�$JURIRUHVWU\���,)35,��,QWHUQDWLRQDO�)RRG�3ROLF\�5HVHDUFK�,QVWLWXWH��

&,00<7� �,QWHUQDWLRQDO�:KHDW� DQG�0DL]H� &HQWHU��� ,)'&� �,QWHUQDWLRQDO� )HUWLOLVHU� 'HYHORSPHQW� &HQWHU��

76%)� �7URSLFDO� 6RLO� %LRORJ\� DQG� )HUWLOLW\� 3URJUDPPH��� XQLYHUVLWLHV� DQG� UHVHDUFK� RUJDQLVDWLRQV� �LQFOXGLQJ

:DJHQLQJHQ�$JULFXOWXUDO�8QLYHUVLW\�� WKH�1HWKHUODQGV��5HDGLQJ�8QLYHUVLW\��8.��:\H�&ROOHJH��8.��1DWXUDO

5HVRXUFHV� ,QVWLWXWH�� 8.�� ,QWHUQDWLRQDO� ,QVWLWXWH� IRU� (QYLURQPHQW� DQG� 'HYHORSPHQW�� 8.� DQG� YDULRXV

XQLYHUVLW\�1DWLRQDO�$JULFXOWXUDO�5HVHDUFK� LQVWLWXWHV� LQ�(WKLRSLD��0DOL�DQG�=LPEDEZH���ELODWHUDO�DLG�DJHQFLHV

�LQFOXGLQJ�WKH�'),'��8.��1('$��WKH�1HWKHUODQGV��*7=��*HUPDQ\��6,'$��6ZHGHQ��6'&��6ZLW]HUODQG���DQG

PXOWLODWHUDO�DJHQFLHV��LQFOXGLQJ�)$2��8162��81'3�DQG�WKH�:RUOG�%DQN��

7KH�SDSHU�LV�RUJDQLVHG�DV�IROORZV��7KH�QH[W�VHFWLRQ�VHWV�RXW�D�WKHRUHWLFDO�IUDPHZRUN�IRU�H[DPLQLQJ�WKHVH

LVVXHV�� D� IUDPHZRUN� WKDW�KHOSV�H[SODLQ�KRZ�VFLHQFH�DQG�EXUHDXFUDF\� LQWHUDFW� WR� VKDSH�SROLF\� DJHQGDV��7KH

IROORZLQJ�VHFWLRQ�ORRNV�DW�QDUUDWLYHV�DERXW�D�VRLO�IHUWLOLW\�FULVLV�LQ�$IULFD��:H�WKHQ�ORRN�LQ�PRUH�GHWDLO�DW�WKH

SUDFWLFHV�RI�VFLHQFH�DQG�VFLHQWLVWV�LQ�UHSUHVHQWLQJ�WKH�VRLO�IHUWLOLW\�SUREOHP��7KH�IROORZLQJ�VHFWLRQ�HPSKDVLVHV

WKH�LPSRUWDQFH�RI�ORRNLQJ�DW�WKH�DFWLYLWLHV�RI�LQGLYLGXDOV�DQG�VXJJHVWV�WKDW�LW�LV�WKH�DFWLRQV�RI�NH\�SURWDJRQLVWV

WKDW� LV� FULWLFDO� WR� WKH�ZD\� DQ� LVVXH� LV� GLVFXVVHG� DQG� VHW� XS� DV� D�SUREOHP� UHTXLULQJ� DFWLRQ��7KH� VXEVHTXHQW

VHFWLRQ�H[DPLQHV�WKH�LPSRUWDQFH�RI�WKH�EXUHDXFUDWLF�FRQWH[W�ZLWKLQ�ZKLFK�VFLHQWLVWV�LQWHUDFW�DQG�QHWZRUNV�RI

DFWRUV�HQJDJH��7KH�SDSHU�FRQFOXGHV�E\�DUJXLQJ�WKDW�LQ�WKH�IXWXUH�WKHUH�PD\�LQFUHDVLQJO\�EH�FKDOOHQJHV�WR�WKH

W\SH�RI�JOREDO�IUDPHZRUNV�DQG�IUDPLQJV�RI�JOREDO�SUREOHPV�GHVFULEHG�LQ�WKH�SDSHU��:H�VXJJHVW�ZKDW�VRPH�RI

WKHVH�PLJKW�EH�DQG�WKH�LPSOLFDWLRQV�IRU�JOREDO�VFLHQFH�DQG�SROLF\�LQLWLDWLYHV�

��� �81'(567$1',1*�32/,&<�352&(66(6��7+(25(7,&$/�3(563(&7,9(6

2XU�SRLQW�RI�GHSDUWXUH� LV�WKDW�UHIHUHQFHV�WR� ¶WKH�HQYLURQPHQW·�� ¶ODQG�GHJUDGDWLRQ·�RU�HYHQ� ¶VRLO�IHUWLOLW\·�DUH

UHSUHVHQWDWLRQV� DQG� DUH�QHFHVVDULO\� YDOXH� ODGHQ�� UHIOHFWLQJ�KLVWRULFDOO\� DQG� LQVWLWXWLRQDOO\� VLWXDWHG� VRFLDO� DQG

SROLWLFDO� FRQFHUQV�� 7KHUH� LV� QR� H[WHUQDO� HQYLURQPHQW� ZH� FDQ� UHIHU� WR� XQSUREOHPDWLFDOO\� �+DQQLJDQ� �����

6FRRQHV��������2XU�FRQFHUQ�LV�QRW�WR�FRPPHQW�RQ�WKH�ZKHWKHU�VRLO�IHUWLOLW\�LV�D�SUREOHP�RU�QRW�²�LW�FOHDUO\�LV

LQ�FHUWDLQ�SODFHV�DQG�IRU�FHUWDLQ�SHRSOH��5DWKHU�ZH�ZDQW�WR� WUDFH�KRZ�VXFK�FODLPV�DUH�PDGH��H[SORULQJ� WKH

VRFLDO� FRPPLWPHQWV� DQG� HPEHGGHG� FRQWH[WV� RI� SROLF\� GHEDWHV�� ,Q� WKLV� SDSHU� ZH� IRFXV� RQ� WKH� JOREDO

GLPHQVLRQV� RI� WKH� SROLF\� SURFHVV�� DQG� KRZ� NQRZOHGJH� DQG� LGHDV� FLUFXODWLQJ� DW� WKH� LQWHUQDWLRQDO� VFDOH

LQIOXHQFH�SROLF\�LQ�SDUWLFXODU�ZD\V�

                                                
� 'XULQJ� WKH�SHULRG�RI� WKLV� UHVHDUFK�ZH�KDYH�EHHQ�DFWLYHO\� HQJDJHG� LQ� WZR� UHVHDUFK�DFWLRQ�QHWZRUNV�GHDOLQJ�ZLWK

VRLOV� PDQDJHPHQW� LQ� $IULFD� ²� 1XWULHQW� 1HWZRUNLQJ� LQ� $IULFD� �1871(7�� DQG� ,QGLJHQRXV� 6RLO� DQG� :DWHU
&RQVHUYDWLRQ� �,6:&�� 3KDVH� ,,��� 7KHVH� KDYH� EHHQ� FRRUGLQDWHG� E\� $%�'/2�� :DJHQLQJHQ� DQG� &'&6�� )UHH
8QLYHUVLW\��$PVWHUGDP�DQG�KDYH�EHHQ� VXSSRUWHG�E\� WKH�1HWKHUODQGV� DLG� DJHQF\��1('$�� ,Q� DGGLWLRQ��ZH� KDYH
EHHQ�LQYROYHG�LQ�WKH�SUHSDUDWLRQ�RI�D�UHYLHZ�RQ�SROLF\�LVVXHV�UHODWLQJ�WR�VRLO�IHUWLOLW\�PDQDJHPHQW�IRU�'),'�
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7KH� LQWHUQDWLRQDOLVDWLRQ� RI� WKH� HQYLURQPHQW� GHEDWH� KDV� PRYHG� LQ� VWHS� ZLWK� ODUJHU� SURFHVVHV� RI

JOREDOLVDWLRQ��3DWWHUQV�RI�JOREDOLVHG�FRPPXQLFDWLRQ�DQG�H[FKDQJH�RI�JRRGV�DQG�LGHDV�DUH�SDUW�DQG�SDUFHO�RI

WRGD\·V�ZRUOG��:LWK� WKH�5LR� DFFRUGV� LQWHUQDWLRQDO� UHJLPHV� KDYH� DOVR� GHYHORSHG�ZKLFK� DWWHPSW� WR� SURYLGH

PHFKDQLVPV�IRU�JOREDO�JRYHUQDQFH�RI� WKH�HQYLURQPHQW� �3RUWHU� DQG�%URZQ�������+DDV� HW�DO�� �������*OREDO

HQYLURQPHQWDO�SUREOHPV��LW�LV�DUJXHG��FDQQRW�EH�PDQDJHG�E\�LQGLYLGXDO�QDWLRQ�VWDWHV�DORQH��7KHUH�DUH�SHUKDSV

WKUHH�EURDG�W\SHV�RI�JOREDO�HQYLURQPHQWDO�SUREOHP�FRPPRQO\�UHVSRQGHG�WR�E\� LQWHUQDWLRQDO� UHJLPHV��7KH

ILUVW� LV� D� SUREOHP�ZKHUH� WKH� VDPH�� VLQJOH� SKHQRPHQRQ� DIIHFWV� GLIIHUHQW� FRXQWULHV� LQ� WKH�ZRUOG�� DOEHLW� QRW

QHFHVVDULO\� HTXDOO\�� ,Q� WKHVH� LQVWDQFHV� DFWLRQV� E\� RQH� FRXQWU\� PD\� QRW� UHVXOW� LQ� D� JUHDW� FKDQJH� ZLWKRXW

FRRUGLQDWHG� DFWLRQV� E\� RWKHUV�� DV� LQ� WKH� FDVH� RI� FOLPDWH� FKDQJH�� $� VHFRQG� W\SH� LV� ZKHUH� WKH� VRXUFH� RI� D

SUREOHP� LV� PRUH� VSHFLILFDOO\� ORFDWDEOH� LQ� D� SDUWLFXODU� FRXQWU\�� DQG� ZKHUH� WKHUH� DUH� NQRFN�RQ� HIIHFWV� IRU

RWKHUV�� DV� LQ� WKH� FDVH� RI� GRZQVWUHDP� SROOXWLRQ� LPSDFWV�� $� WKLUG� W\SH� RI� SUREOHP� LV� ZKHUH� D� QXPEHU� RI

FRXQWULHV� DOO� IDFH� VLPLODU�SUREOHPV��EXW� VROXWLRQV� DUH� VHHQ� WR�GHULYH� IURP� LQWHUQDWLRQDO� FRRUGLQDWHG� DFWLRQ

ZKLFK�OHDGV�WR�LPSURYHG�DZDUHQHVV�DQG�PRUH�HIILFLHQW�UHVSRQVHV��,W�LV�WKLV�W\SH�RI�LQWHUQDWLRQDO�DFWLRQ�ZKLFK

LV� LPDJLQHG� IRU� WKH� SHUFHLYHG� VRLOV� FULVLV� LQ� $IULFD�� DQG� MXVWLILHV� WKH� W\SH� RI� LQWHUQDWLRQDO� SXEOLF� JRRG

LQYHVWPHQWV�DVVRFLDWHG�ZLWK�WKH�6RLO�)HUWLOLW\�,QLWLDWLYH�RU�WKH�&RQYHQWLRQ�WR�&RPEDW�'HVHUWLILFDWLRQ�

0XFK� RI� WKH� GHEDWH� VXUURXQGLQJ� WKH� JOREDO� JRYHUQDQFH� RI� HQYLURQPHQWDO� LVVXHV� IRFXVHV� RQ� WKH

FKDOOHQJLQJ�LQVWLWXWLRQDO��OHJDO�DQG�SROLWLFDO�TXHVWLRQV�RI�HVWDEOLVKLQJ�HIIHFWLYH�UHJLPHV��ZKHWKHU�IURP�UHDOLVW�RU

OLEHUDO�LQVWLWXWLRQDOLVW�SHUVSHFWLYHV��9RJOHU��������%XW�LQ�WKHVH�GHEDWHV�WKH�QDWXUH�RI�WKH�SUREOHP�RIWHQ�JRHV

XQTXHVWLRQHG�� WKHVH� DUH� VLPSO\� WHFKQLFDO� LVVXHV�� FOHDU� SUREOHPV� ZKLFK� VKRXOG� EH� DPHQDEOH� WR� JOREDO

PDQDJHPHQW��1RW�VR�RI�FRXUVH��$V�KDV�EHHQ�VKRZQ�LQ�UHODWLRQ�WR�D�SUREOHP�OLNH�FOLPDWH�FKDQJH�WKH�SUHFLVH

QDWXUH�RI�WKH�JOREDO�SUREOHP�FDQ�EH�VXEMHFW�WR�LQWHQVH�GLVDJUHHPHQW��%RHKPHU�&KULVWLDQVHQ�������7D\ORU�DQG

%XWWHO�������<HDUOH\��������:KDW�LV�HYHQWXDOO\�GHFLGHG�XSRQ�UHIOHFWV�EDODQFHV�RI�SRZHU�EHWZHHQ�D�GLYHUVLW\�RI

VFLHQWLILF��EXUHDXFUDWLF�DQG�SROLWLFDO�LQWHUHVWV��7KLV�SDSHU�ZLOO�H[SORUH�VRPH�RI�WKHVH�FRQWHVWV�RYHU�NQRZOHGJH

FODLPV�LQ�WKH�JOREDO�DUHQD�WKURXJK�WKH�VRLOV�PDQDJHPHQW�LQ�$IULFD�FDVH��$�GHHSHU�H[SORUDWLRQ�RI�VXFK�LVVXHV

LQ�FRQWH[W�²�XQSDFNLQJ�WKH�LQWHUDFWLRQV�EHWZHHQ�VFLHQFH�DQG�SROLF\�LQ�SUDFWLFH��LQ�GLIIHUHQW�EXUHDXFUDWLF�DQG

SROLWLFDO� VHWWLQJV�²�SURYLGHV� DQ�RSSRUWXQLW\� WR� UHIOHFW�RQ� WKH�HIILFDF\�RI� WKH�QHZ�SRVW�5LR� IRUPV�RI�SROLF\

SURFHVV��XVLQJ�WKH�6RLO�)HUWLOLW\�,QLWLDWLYH�LQ�SDUWLFXODU�DV�D�FDVH�VWXG\�

2I�SDUWLFXODU�LQWHUHVW�LQ�WKH�FUHDWLRQ�RI�¶JOREDO·�VFLHQFH�DQG�SROLF\�LV�WKH�LQWHUDFWLRQ�EHWZHHQ�WKH�JOREDO

DQG�WKH�ORFDO��7KH�VLPXOWDQHRXV�SURFHVVHV�RI�JOREDOLVDWLRQ�DQG�ORFDOLVDWLRQ�FUHDWH�D�IOXLG�DQG�GLYHUVH�UDQJH�RI

VHWWLQJV�IRU�WKH�FR�SURGXFWLRQ�RI�VFLHQFH�DQG�SROLF\��FI��$SSDGXUDL��������:KLOH�JOREDO�NQRZOHGJH��OLQNHG�WR

JOREDO�LQVWLWXWLRQV�LQLWLDOO\�DSSHDUV�DOO�SRZHUIXO��VXFK�IUDPLQJV�VKRXOG�QRW�EH�WDNHQ�IRU�JUDQWHG��5DWKHU�WKH\

DUH�WKH�SURGXFW�RI�WKH�DFWLYLWLHV�DQG�VWUDWHJLHV�RI�FRQFUHWH�DFWRUV��3DUWLFXODU�IRUPV�RI�NQRZOHGJH�²�EH�LW�WKH

¶KLJK� VFLHQFH·� RI� VRSKLVWLFDWHG� FRPSXWHU� PRGHOOLQJ� RI� VRLO� FKDUDFWHULVWLFV� DQG� G\QDPLFV� RU� PRUH� OD\

XQGHUVWDQGLQJV�RI�VRLO�SURFHVVHV�EDVHG�RQ� ¶LQGLJHQRXV� WHFKQLFDO�NQRZOHGJH·�²�QHHG�QRW�EH�VHHQ�DV�GLVWLQFW

�$JUDZDO�������0XUGRFK�DQG�&ODUN��������7KHUH�DUH�D�YDULHW\�RI�DFWRU�QHWZRUNV��FUHDWLQJ�GLIIHUHQW�LPDJHV�RI

WKH�JOREDO��ZLWK�GLIIHUHQW�ORFDO�URRWV��6RPH�DUH�FOHDUO\�PRUH�H[WHQVLYH�DQG�PRUH�SRZHUIXO�WKDQ�RWKHUV��EXW��DV

WKH�FDVH�VWXG\�H[SORUHG� ODWHU�LQ�WKH�SDSHU�VKRZV��WKLQJV�FKDQJH��DQG�QHZ�FRQILJXUDWLRQV�RI�DFWRU�QHWZRUNV

HPHUJH� DVVRFLDWHG� ZLWK� QHZ� FRQQHFWLRQV� EHWZHHQ� WKH� JOREDO� DQG� WKH� ORFDO� DQG� QHZ� FRQVWUXFWLRQV� RI
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NQRZOHGJH� DERXW� WKH� HQYLURQPHQW� OLQNHG� WR� WKHVH��7KXV� WKH� FRQVWUXFWLRQ� RI� ORFDO� VHWWLQJV� LV� LQIRUPHG�E\

GLIIHUHQW�ERUURZLQJV�IURP�WKH�JOREDO�GLVFRXUVHV��/RFDO� H[SHULHQFHV� WKHUHIRUH�PD\�KHOS�VKDSH� WKH�DFFHSWHG

GHILQLWLRQ�RI�WKH�JOREDO��(TXDOO\��JOREDO�SURFHVVHV�GR�QRW�MXVW�LPSDFW�RQ�DQG�XQLGLUHFWLRQDOO\�VKDSH�WKH�ORFDO�

WKH\�DUH�LQHYLWDEO\�UHIUDFWHG�DQG�UHLQWHUSUHWHG�WKURXJK�GLIIHUHQW�ORFDO�VHWWLQJV�

,Q�VHHNLQJ�WR�LQWHUURJDWH�WKHVH�LVVXHV�ZH�KDYH�XVHG�HOHPHQWV�IURP�VHYHUDO�GLIIHUHQW�OLWHUDWXUHV��:H�EHJLQ

ZLWK�WKH�FRQFHSW�RI�QDUUDWLYH��GHYHORSHG�LQ�WKH�ILHOG�RI�OLWHUDU\�WKHRU\��,Q�UHFHQW�\HDUV�WKH�QRWLRQ�WKDW�VWRU\�

OLQHV�RU�QDUUDWLYHV�KDYH�D�SURIRXQGO\�VWUXFWXULQJ�HIIHFW�RQ�GHYHORSPHQW�SROLF\�DQG�SURJUDPPLQJ�KDV�EHFRPH

LQIOXHQWLDO� �5RH�������/HDFK�DQG�0HDUQV��������1DUUDWLYHV�FDQ�EH�VHHQ�DV�KLJKO\�SURJUDPPDWLF�FDXVH�DQG�

HIIHFW�VWRULHV�WKDW�DUH�VWURQJO\�FRPSHOOLQJ�²� WKH\�VKDSH�SHUFHSWLRQV�RI�D�SUREOHP�DQG�VXEVHTXHQWO\�H[HUW�D

VWURQJ� SXOO� RQ� WKH� EHKDYLRXU� RI� LQGLYLGXDOV� DQG� JURXSV�� 7KHVH� QDUUDWLYHV� DUH� SDUW� RI� D� ODUJHU� GLVFXUVLYH

XQGHUVWDQGLQJ�RI�SROLF\�SUREOHPV��'LVFRXUVHV�FDQ�EH�XQGHUVWRRG�DV�WKH�LQWHUDFWLRQ�RI�OLQJXLVWLF�IUDPLQJV�RI

LVVXHV�DQG�LQVWLWXWLRQDOLVHG�SUDFWLFHV��+DMHU�������$SWKRUSH�������

:KHQ�ZH�WKLQN�RI� LQVWLWXWLRQDOLVHG�SUDFWLFHV�ZH�DUH� WKLQNLQJ�SDUWLFXODUO\�RI�EXUHDXFUDWLF�DQG�VFLHQWLILF

SUDFWLFHV�� DFFXPXODWLRQV� RI� KLVWRU\�� UHIOHFWLQJ� FXOWXUHV� DQG� LQWHUHVWV�� /DUJHU� FRQILJXUDWLRQV� RI� SROLWLFDO

LQWHUHVWV� DUH� DOVR� LPSRUWDQW�� 7KHVH� GLVFXUVLYH� SUDFWLFHV� WDNHQ� WRJHWKHU� KDYH� D� VWUXFWXULQJ� DIIHFW� RQ� WKH

DFWLYLWLHV� RI� LQGLYLGXDOV�� DQG� LQ� WKLV� ZD\� WKH\� VKDSH� SROLF\� DQG� SROLF\� SURFHVVHV�� +RZHYHU�� VWUXFWXULQJ

SURFHVVHV� DUH� QRW� WRWDOO\� GHWHUPLQLQJ� ²� VLQFH� VWUXFWXUHV� DUH� DJJORPHUDWLRQV� RI� SUDFWLFHV� LW� IROORZV� WKDW

LQGLYLGXDO�FKRLFHV�FDQ�PDNH�D�GLIIHUHQFH��*LGGHQV�������

,Q� WKLV� SDSHU� ZH� GUDZ� RQ� /DWRXU·V� ZRUN� RQ� DFWRU�QHWZRUNV� ������� ������� WR� HPSKDVLVH� WKH� ZD\

LQGLYLGXDOV� FDQ� H[HUFLVH� DJHQF\�� DQG� E\� GRLQJ� VR�PD\� KHOS�PDNH� SDUWLFXODU� W\SHV� RU� SLHFHV� RI� NQRZOHGJH

LQIOXHQWLDO��RU�FRQWULEXWH�WR�WKH�FUHDWLRQ�RI�SROLF\�ZLWK�D�SDUWLFXODU�VKDSH�

)ROORZLQJ�WKLV�SURFHVV�DOORZV�XV�WR�LGHQWLI\�ZKR�LV�LQYROYHG�LQ�NQRZOHGJH�FUHDWLRQ�DQG�ZKLFK�OLQNDJHV

DUH�FULWLFDO��2XU�DLP�LQ�WKLV�SDSHU�LV�QRW�WR�GLVSXWH�WKH�FODLPV�EHLQJ�PDGH��EXW�PRUH�WR�RIIHU�VRPH�FDXWLRQ

DERXW�WKHLU�XQLYHUVDOLW\�E\�KLJKOLJKWLQJ�VRPH�RI�WKHLU�LPSOLFLW�FRPPLWPHQWV�DQG�DVVXPSWLRQV��DQG��SHUKDSV�

DV�D�UHVXOW��RSHQ�XS�VRPH�VSDFH�LQ�WKH�GHEDWH�IRU�RWKHU�YRLFHV�DQG�SHUVSHFWLYHV��OHDGLQJ��XOWLPDWHO\�ZH�KRSH�

WR�D�PRUH�UREXVW�DQG�HIIHFWLYH�DSSURDFK�WR�SROLF\�DQG�SUDFWLFH�LQ�WKLV�LPSRUWDQW�DUHD�

/DWRXU�VHHV�¶VFLHQFH�LQ�DFWLRQ·�DV�D�SURFHVV�ZKHUHE\�WKH�¶FRQVWUXFWLRQ�RI�IDFWV������LV�D�FROOHFWLYH�SURFHVV·

�/DWRXU� ������ ������ ZKHUH� ¶EODFN� ER[HV·� �GHILQHG� E\� /DWRXU� >������ ���@� DV� KDUG� IDFWV�� SRZHUIXO� WKHRULHV�

LQGLVSXWDEOH�HYLGHQFH��DUH�FUHDWHG�DQG�WKHQ�ERWK�WUDQVPLWWHG�DQG�WUDQVIRUPHG�WKURXJK�QHWZRUNV�RI�GLIIHUHQW

DFWRUV��$FFRUGLQJ�WR�/DWRXU�� ¶WKH�EODFN�ER[�PRYHV�LQ�VSDFH�DQG�EHFRPHV�GXUDEOH� LQ�WLPH�RQO\�WKURXJK�WKH

DFWLRQV�RI�PDQ\�SHRSOH��LI�WKHUH�LV�QR�RQH�WR�WDNH�LW�XS��LW�VWRSV�DQG�IDOOV�DSDUW·��/DWRXU������������

7KRVH� ZDQWLQJ� WR� EXLOG� DQ� DUJXPHQW� WKHUHIRUH�PXVW� HQURO� RWKHUV� LQ� WKHLU� SURMHFW�� HQVXULQJ� WKDW� WKH

DUJXPHQW�GRHV�QRW�JHW�WRR�GUDPDWLFDOO\�WUDQVIRUPHG�LQ�WKH�SURFHVV�DQG�UHFRJQLVHG�DXWKRUVKLS�LV�PDLQWDLQHG�

/DWRXU�LGHQWLILHV�D�QXPEHU�RI�GLIIHUHQW�WDFWLFV��(QOLVWLQJ�RWKHUV�E\�DSSHDOLQJ�WR�WKHLU�H[SOLFLW�LQWHUHVWV�LV�WKH

PRVW�REYLRXV��ZKHUHE\� \RXU� LQWHUHVWV� RYHUODS� WR� VXFK� D� GHJUHH� WKDW�PXWXDO� DGYDQWDJH� LV� IRXQG� LQ� MRLQLQJ

IRUFHV��,Q�RWKHU�FDVHV��RWKHUV�FDQ�EH�HQUROOHG�LI�WKH\�SLJJ\�EDFN�RQ�WKH�LGHD�IRU�RWKHU�UHDVRQV��EXW�KHUH�WKHUH

PD\�EH�WZR�FRQWUDVWLQJ�SUREOHPV��HLWKHU�LQGLIIHUHQFH��ZKHUH�WKRVH�HQOLVWHG�GR�QRWKLQJ�WR�SURPRWH�WKH�LGHD�

RU�RYHUZKHOPLQJ�DQG�VRPHWLPHV�PLVJXLGHG�HQWKXVLDVP��ZKHUH�¶\RXU�WHQWDWLYH�VWDWHPHQWV�FDQ�EH�WXUQHG�LQWR
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FODLPV� RI� JLJDQWLF� VL]H·� �/DWRXU� ������ ������$QRWKHU� WDFWLF� LV� WR� UHVKXIIOH� LQWHUHVWV� DQG� JRDOV�� IRU� LQVWDQFH

WKURXJK�WKH�FUHDWLRQ�RI�QHZ�JURXSV�ZKR�DUH�RIIHUHG�QHZ�REMHFWLYHV�DQG�D�VLWH� IRU� D�QHZ�FRDOLWLRQ�DURXQG

ZKLFK�QDUUDWLYHV�FDQ�EH�EXLOW�

6XFK�QHWZRUNV�HPHUJH�WKURXJK�DVVRFLDWLRQV�RI�SRZHU��/DZ��������/DWRXU�DUJXHV�WKDW� ¶VLQFH�WKH�SURRI

UDFH�LV�VR�H[SHQVLYH�RQO\�D�IHZ�SHRSOH��QRWLRQV��LQVWLWXWLRQV�RU�SURIHVVLRQV�DUH�DEOH�WR�VXVWDLQ�LW��WKLV�PHDQV

WKDW�WKH�SURGXFWLRQ�RI�IDFWV«ZLOO�QRW�RFFXU�HYHU\ZKHUH�DQG�IRU�IUHH��EXW�ZLOO�RFFXU�RQO\�DW�UHVWULFWHG�SODFHV

DQG�DW�SDUWLFXODU�WLPHV·��6XFK�SRZHU�H[LVWV�WKURXJK�DFFHVV�WR�ERWK�KXPDQ�DQG�PDWHULDO�UHVRXUFHV��3DUWLFXODU

W\SHV�RI�UHVRXUFH�DUH�QHHGHG�WR�PDNH�FUHGLEOH�FODLPV��7KHVH�PD\�EH�LQ�WKH�IRUP�RI�SDUWLFXODU�W\SHV�RI�GDWD�

JUDSKLFDO�UHSUHVHQWDWLRQV��FRPSXWHU�PRGHOV�DQG�SXEOLVKHG�SDSHUV�LQ�FHUWDLQ� MRXUQDOV��%XW�DFFHVV�WR�WKHVH� LV

QRW� RSHQ� WR� HYHU\RQH�� )LQDQFLDO� UHVHDUFK� UHVRXUFHV� LV� RQH� REYLRXV� OLPLWDWLRQ� IRU� PDQ\�� EXW� SHUKDSV� DV

LPSRUWDQW� LV�DFFHVV�WR�WKH�IRUD�ZKHUH�SRZHU� LV�FHQWUHG��QHWZRUNV�DUH�EXLOW�DQG�FODLPV�HVWDEOLVKHG��ZKHWKHU

DURXQG�H[SHUW�FRQVXOWDWLRQV��VSHFLDOLVW�FRQIHUHQFHV��RU�LQYLWHG�FRQWULEXWLRQV�WR�MRXUQDO�LVVXHV��7KH�SURFHVV�RI

PRELOLVDWLRQ��&DOORQ��������RU�WKH�VSUHDGLQJ�RI�D�SDUWLFXODU�YLHZSRLQW�WKHUHIRUH�GHSHQGV�RQ�LQWHUDFWLRQ�ZLWK

HIIHFWLYH�QHWZRUNV�DQG�WKH�DSSOLFDWLRQ�RI�KXPDQ�DQG�PDWHULDO�UHVRXUFHV�WR�WKH�HQGHDYRXU�

,Q�WKH�QHWZRUNV�OLQNLQJ�VFLHQFH�DQG�SROLF\�DUHQDV��GLIIHUHQW�DFWRUV�RIWHQ�KDYH�FRQWUDVWLQJ�SHUFHSWLRQV�RI

WKH�FODLPV�EHLQJ�PDGH��9HU\�RIWHQ��WKRVH�FORVH�WR�WKH�FHQWUHV�RI�IDFW�EXLOGLQJ�XQGHUVWDQG�DQG�UHFRJQLVH�WKH

XQFHUWDLQWLHV� DQG� DPELJXLWLHV� LQKHUHQW� LQ� WKH� DVVXPSWLRQV� XQGHUO\LQJ� SDUWLFXODU� FODLPV�� +RZHYHU�� WKRVH

IXUWKHU�DZD\�²�WKRVH�ZKR�IXQG�RU�PDQDJH�WKH�UHVHDUFK��EXW�GR�QRW�SURGXFH�WKH�FODLPV�²�DUH�OHVV�WURXEOHG�E\

VXFK�XQFHUWDLQWLHV��7KLV�KDV�EHHQ�FDOOHG�WKH�¶FHUWDLQW\�WURXJK·��6KDFNOH\�DQG�:\QQH�������TXRWLQJ�0DF.HQ]LH

�������ZKHUH�NH\�DVVXPSWLRQV�DUH�FRQYHQLHQWO\�LJQRUHG�E\�FHUWDLQ�JURXSV�RI�NQRZOHGJH�PDQDJHUV�DQG�XVHUV

LQ�RUGHU�WR�SUHVHQW�WKH�FODLP�DV�IDFW�DQG��LQ�WXUQ��DQ�LQFRQWURYHUWLEOH�SROLF\�LPSHUDWLYH�

+HVLWDQW�VFLHQWLVWV�DUH�RIWHQ�GUDJJHG�LQWR�WKH�¶FHUWDLQW\�WURXJK·�EHFDXVH�RI�WKH�QHWZRUNV�WKDW�KDYH�EHHQ

FUHDWHG��6FLHQWLVWV�DUH� UHOLDQW�RQ� WKH�NQRZOHGJH�PDQDJHUV� IRU� UHVHDUFK� VXSSRUW�� DQG� WKXV�� DW� OHDVW� LQ�SXEOLF

UHSUHVHQWDWLRQV� RI� WKHLU� SRVLWLRQ�� TXDOLILFDWLRQV� DQG� FDYHDWV� DUH� RIWHQ� GURSSHG� �RU� EDQLVKHG� WR� GLVFUHHW

IRRWQRWHV�� LQ� IDYRXU� RI� WKH� EROGHU�� FOHDUHU�� VLPSOHU� SRVLWLRQ�� %XW� HTXDOO\�� NQRZOHGJH�PDQDJHUV�� VFLHQWLILF

DGYLVRUV� DQG� JDWHNHHSHUV� DQG� SROLF\�PDNHUV� DUH� UHOLDQW� RQ� VFLHQWLVWV� WR� SURYLGH� WKH� MXVWLILFDWLRQ� IRU� WKHLU

SRVLWLRQ��UHVXOWLQJ� LQ�DQ�RIWHQ�XQFULWLFDO�UHOLDQFH�RQ� OLPLWHG�QHWZRUNV�RI� IDFW�EXLOGLQJ�DGYLVRUV�EDVHG�DW�WKH

FHQWUH�

7KH�LQWHUDFWLRQ�RI�VFLHQFH�DQG�SROLF\�FDQ�WKHUHIRUH�EH�VHHQ�DV�D�SURFHVV�RI�PXWXDO�FRQVWUXFWLRQ��:KHUH�

WKURXJK�WKH�LQWHUDFWLRQ�RI�NQRZOHGJH�DQG�SRZHU��VFLHQFH�DQG�VRFLHW\�DUH�FR�SURGXFHG��-DVDQRII�DQG�:\QQH

�������,Q�RWKHU�ZRUGV��VFLHQFH�LV�QRW�GLVVRFLDWHG�IURP�WKH�VRFLDO�DQG�SROLWLFDO�ZRUOGV�RI�SROLF\�SURFHVVHV��WKH

WZR�HPHUJH�LQ�WDQGHP��7KXV�WKH�VRFLDO�FRPPLWPHQWV�DQG�YDOXHV�LQKHUHQW�LQ�SROLF\�DUH�GHHSO\�LPSOLFDWHG�LQ

WKH�FRQVWUXFWLRQ�RI�VFLHQWLILF�¶IDFWV·��:\QQH�������/DWRXU��������,Q�WKLV�SURFHVV�WKH�LQVWLWXWLRQDOLVHG�SUDFWLFHV

RI� VFLHQFH� DQG�SROLF\�PDNLQJ� DUH� D� NH\� SDUW�RI� WKH� SRZHU� RI� GLVFRXUVH� DQG�RQH� RI� WKH� SDUDPHWHUV�ZLWKLQ

ZKLFK� LQGLYLGXDOV� H[HUFLVH� WKHLU� DJHQF\�� 7KXV� WKH� VHHPLQJO\� PXQGDQH� GDLO\� DFWLYLWLHV� RI� VFLHQWLVWV� DQG

EXUHDXFUDWV�HQJDJHG�LQ�WKH�SUHSDUDWLRQ�RI�VFLHQWLILF�SDSHUV�RU�FRQVXOWDQF\�UHSRUWV��WKH�HODERUDWLRQ�RI�PRGHOV�

SDUWLFLSDWLRQ� LQ�ZRUNVKRSV��PHHWLQJV� RU� HPDLO� GLVFXVVLRQ� JURXSV�� DQG� HQJDJHPHQW� LQ� IRUPDO� DQG� LQIRUPDO

SROLF\�EULHILQJV�DUH�D�FHQWUDO�SDUW�RI�WKH�MRLQW�SURGXFWLRQ�RI�VFLHQFH�DQG�SROLF\��6XFK�SUDFWLFHV�PD\�EH�FHQWUDO



�

WR�WKH�DFWLYLWLHV�¶HSLVWHPLF�FRPPXQLWLHV·�RI�VFLHQWLILF�H[SHUWV�ZKR�WUDQVFHQG�QDWLRQDO�ERXQGDULHV�DQG��WKURXJK

WKHLU�DFWLRQV��LQIOXHQFH�WKH�SURFHVVHV�RI�SROLF\�PDNLQJ�ZLWKLQ�DQG�EHWZHHQ�QDWLRQ�VWDWHV��+DDV�������

:LWK� VFLHQFH� DQG� SROLF\�PDNLQJ� VHHQ� DV� VRFLDO� SKHQRPHQD� HPEHGGHG� LQ� D� VHW� RI� SUDFWLFHV�� FULWLFDOO\

OLQNHG� WR� QHWZRUNV�RI� LQGLYLGXDO� DFWRUV� DQG�ERXQG� XS�ZLWK� EXUHDXFUDWLF� DQG� SROLWLFDO� VHWWLQJV�� D� IUDPH� RI

DQDO\VLV� LV�RIIHUHG�IRU�WKH�H[DPLQDWLRQ�RI�SROLF\�SURFHVVHV��.HHOH\�DQG�6FRRQHV��������%HIRUH� WXUQLQJ� WR�D

GHWDLOHG�H[DPLQDWLRQ�RI� WKH�6RLO�)HUWLOLW\� ,QLWLDWLYH�FDVH� VWXG\�� LW� LV� ILUVW�QHFHVVDU\� WR� VHH�KRZ�DQG�ZK\� VRLO

IHUWLOLW\�LQ�$IULFD�LV�VHHQ�DV�D�SROLF\�SUREOHP��,Q�WKH�QH[W�VHFWLRQ�ZH�VHW�RXW�VRPH�RI�WKH�QDUUDWLYHV�LQIRUPLQJ

WKLV�GLVFXVVLRQ�

��� �&5($7,1*�$�6725</,1(��7+(�(0(5*(1&(�2)�$�62,/�)(57,/,7<

1$55$7,9(�)25�$)5,&$

6RLO�IHUWLOLW\�DV�D�SROLF\�SUREOHP�GRHV�QRW�HPHUJH�UDQGRPO\��RU�LQ�LQWHOOHFWXDO�LVRODWLRQ��,W�VKRXOG�EH�VHHQ�DV

OLQNHG�WR�D�VHW�RI�GHHSO\�KHOG�DVVXPSWLRQV�DQG�EHOLHIV�DERXW�UXUDO�GHYHORSPHQW��IRRG�VHFXULW\�DQG�DJULFXOWXUDO

GHYHORSPHQW� LQ� $IULFD�� 7KHVH� QDUUDWLYHV� DUH� HQWUHQFKHG� DV� LQWHOOHFWXDO� DQG� SUDFWLFDO� RUJDQLVLQJ� SULQFLSOHV�

:K\� GR� WKH\� PDWWHU"� 7KH\� PDWWHU� EHFDXVH�� DV� ILUPO\� URRWHG� ZRUOGYLHZV�� WKH\� VKDSH� MXGJHPHQWV� DQG

EHKDYLRXU��6HWV�RI�DVVXPSWLRQV�DQG�SUHPLVHV�DUH�NH\��:KLOH�WKH�ORJLF�WKDW�IORZV�IURP�WKHP�PD\�EH�JRRG��LW�LV

QHYHUWKHOHVV�WKH�FDVH�WKDW��LI�WKH�ILUVW�SUHPLVH�LV�IODZHG��WKHQ�ZKROH�FRXUVHV�RI�DFWLRQ��SODQV��SURJUDPPHV�DQG

SROLFLHV�FDQ�DULVH�ZKLFK�DUH�DW�URRW�PLVFRQFHLYHG�

7ZR�NH\�QDUUDWLYHV�XQGHUOLH�WKH�DUJXPHQW�WKDW�WKHUH�LV�D�VRLO�IHUWLOLW\�FULVLV��7KH�ILUVW�RI�WKHVH�FDQ�EH�FDVW

DV� D� ¶IRRG�JDS·�QDUUDWLYH�� ,Q� WKLV�0DOWKXVLDQ�YLHZ��SRSXODWLRQ� JURZWK� UDWHV� DUH� FRQWUDVWHG�ZLWK� DQWLFLSDWHG

JURZWK� LQ� FHUHDO� SURGXFWLRQ�� DQG� RQH� LV� VXEWUDFWHG� IURP� WKH� RWKHU� WR� OHDYH� VFHQDULRV� RI� DODUPLQJ� DQG

XQVXVWDLQDEOH� DJJUHJDWH� IRRG�GHILFLWV� LQ� WKH� IXWXUH��7KH� UHFHQW�:RUOG�)RRG�3URVSHFWV� UHSRUW�SURGXFHG�E\

,)35,�ZDUQV�WKDW�¶WKH�ZRUOG·V�IDUPHUV�ZLOO�KDYH�WR�SURGXFH����SHU�FHQW�PRUH�JUDLQ�LQ�������PRVW�RI�ZKLFK

ZLOO� KDYH� WR� FRPH� IURP� \LHOG� LQFUHDVHV«KRZHYHU�� JURZWK� LQ� IDUPHUV·� FHUHDO� \LHOGV� LV� VORZLQJ·� �3LQVWUXS�

$QGHUVHQ� HW� DO�� �������$�SDSHU� LQ� WKH� ,)35,� �����9LVLRQ� VHULHV� DUJXHV� WKDW� SUHVHQW� WUHQGV� LQ� DJULFXOWXUDO�

HFRQRPLF�DQG�SRSXODWLRQ�JURZWK�ZLOO�UHVXOW�LQ�$IULFD�QHHGLQJ�WR�LPSRUW����PLOOLRQ�WRQV�RI�FHUHDOV�LQ������DV

RSSRVHG�WR���PLOOLRQ�DW�SUHVHQW��%DGLDQH�DQG�'HOJDGR���������$JFDRLOL�DQG�5RVHJUDQW������������,Q������D

:RUOG� )RRG� 6XPPLW� ZDV� RUJDQLVHG� E\� )$2� SUHFLVHO\� WR� EULQJ� DWWHQWLRQ� WR� WKLV� LVVXH�� 3XEOLFLW\� IRU� WKH

VXPPLW�ZDUQHG�VWURQJO\�DJDLQVW�FRPSODFHQF\��DUJXLQJ�WKH�ZRUOG�ZLOO�QHHG�WR�IHHG�DQ�H[WUD���ELOOLRQ�SHRSOH�E\

������UHTXLULQJ�D����SHU�FHQW� LQFUHDVH� LQ�IRRG�VXSSOLHV��)$2���������,VPDLO�6HUDJHOGLQ� ��������FKDLU�RI�WKH

&*,$5�ZDUQV�

7KH�ZRUOG·V�SRSXODWLRQ�LV�H[SHFWHG�WR�H[FHHG���ELOOLRQ�E\�������DQ�LQFUHDVH�RI�����ELOOLRQ�LQ�WKH�QH[W���

\HDUV«WKHUH�ZLOO�EH�PRUH�PRXWKV�WR�IHHG�LQ�FRPSOH[�FLUFXPVWDQFHV��1RUPDQ�%RUODXJ�FDOFXODWHV�WKDW�¶WR

PHHW�SURMHFWHG�IRRG�GHPDQGV��E\������WKH�DYHUDJH�\LHOG�RI�DOO�FHUHDOV�PXVW�EH����SHU�FHQW�KLJKHU�WKDQ

                                                
� ,)35,�GRHV�QRW�LQ�LWVHOI�KDYH�¶D�OLQH·�DV�D�VHQLRU�UHVHDUFKHU�LQ�WKH�LQVWLWXWH�FRPPHQWHG�WR�XV��+RZHYHU��LW�LV�IDLU�WR

VD\� WKRXJK� WKDW� WKH� H[WUHPHO\� VXFFHVVIXO� �LQ� WHUPV� RI� UHVHDUFK� LPSDFW�� ����� 9LVLRQ� UHVHDUFK� KDV� SURYLGHG
LQWHOOHFWXDO�VXSSRUW�IRU�D�IRRG�JDS�SHUVSHFWLYH�



�

WKH�DYHUDJH�\LHOG� LQ�����·��7KHVH� LQFUHDVHV�PXVW�FRPH�SULPDULO\� IURP� LQFUHDVLQJ�ELRORJLFDO� \LHOGV��QRW

IURP�DUHD�H[SDQVLRQ�DQG�PRUH�LUULJDWLRQ�

7KLV� VWRU\�OLQH� LV� DVVRFLDWHG�ZLWK� D� UDQJH� RI� NH\� SOD\HUV� LQ� WKH� LQWHUQDWLRQDO� IRRG�� DJULFXOWXUH� DQG� QDWXUDO

UHVRXUFHV�GHEDWHV�� ,Q�DGGLWLRQ� WR� WKRVH� OLQNHG� WR� WKH�&*,$5� �������� LW� LV� DOVR� IUHTXHQWO\�KHDUG� HPDQDWLQJ

IURP� DJULFXOWXUDO� HFRQRPLVWV� LQ� WKH� :RUOG� %DQN� DV� WKH� LQWHOOHFWXDO� XQGHUSLQQLQJ� IRU� LQYHVWPHQW� SODQV

GHVLJQHG�WR�SURPRWH�DJULFXOWXUDO�JURZWK��7DUJHWV�RI�YDULRXV�VRUWV�EDVHG�RQ�VXFK�DQDO\VHV�DUH�IDYRXULWHV�IRU

WKH�ELODWHUDO�DLG�DJHQFLHV���1*2V�DOVR�PDNH�XVH�RI�WKLV�VRUW�RI�DUJXPHQW� WR� MXVWLI\� WKHLU� LQWHUYHQWLRQV��)RU

H[DPSOH�� WKH� LQIOXHQWLDO� 6DVDNDZD�*OREDO� ������ WKH� EUDLQFKLOG� RI� 1RUPDQ� %RUODXJ�� ¶IDWKHU� RI� WKH� *UHHQ

5HYROXWLRQ·��DQG�QRZ�D�NH\�SOD\HU�LQ�WKH�DJULFXOWXUDO�VHFWRU�RI�PDQ\�$IULFDQ�FRXQWULHV���7KH�IRRG�JDS�VWRU\�

OLQH� DOVR� IUHTXHQWO\� JHWV�PHGLD� KHDGOLQHV� LQ� WKH� ZHOO�SXEOLFLVHG� DQQRXQFHPHQWV� RI� /HVWHU� %URZQ� DQG� WKH

:RUOG�:DWFK�,QVWLWXWH��DQG�WKHLU�DQQXDO�6WDWH�RI�WKH�:RUOG�UHSRUWV��

$� VHFRQG� LPSRUWDQW� QDUUDWLYH� LV� WKDW� ZKLFK� SURFODLPV� D� FULVLV� RI� HQYLURQPHQWDO� GHJUDGDWLRQ�� 7KLV

SHVVLPLVWLF�YLHZ�RI�SRSXODWLRQ�DQG�HQYLURQPHQW�LQWHUDFWLRQV�KDV�GRPLQDWHG�WKLQNLQJ�DERXW�WKH�HQYLURQPHQW

VLQFH�WKH�&OXE�RI�5RPH�UHSRUWV�LQ�WKH�����V��0HDGRZV�HW�DO����������7KLV�SHUVSHFWLYH�LV�²�DV�ZLWK�WKH�IRRG�

JDS�QDUUDWLYH�²�0DOWKXVLDQ�LQ�IODYRXU��$�UHFHQW������9LVLRQ�%ULHILQJ�E\�UHVHDUFKHUV�IURP�,)'&�EHJLQV�� ¶DV

WKH�UHJLRQ·V�>$IULFD�@�SRSXODWLRQ�FRQWLQXHV�WR�JURZ�UDSLGO\��RXWSDFLQJ�WKH�JURZWK�UDWH�LQ�RWKHU�UHJLRQV�RI�WKH

ZRUOG�� LWV� DJULFXOWXUDO� ODQG� LV� EHFRPLQJ� LQFUHDVLQJO\� GHJUDGHG·� �+HQDR� DQG�%DDQDQWH� ��������� 7KLV� YLHZ� LV

DUWLFXODWHG�SDUWLFXODUO\�FOHDUO\�LQ�WKH�ZRUN�RI�.HYLQ�&OHDYHU�DW�WKH�:RUOG�%DQN��7RJHWKHU�ZLWK�6FKUHLEHU��KH

SUHVHQWV�QHJDWLYH�WUHQGV�LQ�DJULFXOWXUH��SRSXODWLRQ�DQG�QDWXUDO�UHVRXUFH�PDQDJHPHQW�FRPLQJ�WRJHWKHU�LQ�DQ

DODUPLQJ� ¶QH[XV·�ZKLFK� LQ� LWVHOI� VHWV�RII�IXUWKHU�URXQGV�RI�SRYHUW\� LQFUHDVH� DQG�HQYLURQPHQWDO�GHJUDGDWLRQ

�&OHDYHU�DQG�6FKUHLEHU���������

7KHVH� DUJXPHQWV� DUH� LQYRNHG� DV� SDUW� RI� WKH� UDWLRQDOH� IRU� DFWLRQ� LQ� WKH� &RQFHSW� 1RWH� IRU� WKH� 6RLO

)HUWLOLW\�,QLWLDWLYH�SUHSDUHG�E\�WKH�:RUOG�%DQN��6KRUWHQHG�IDOORZV�DQG�H[SDQVLRQ�RI�IDUPLQJ� LQWR�PDUJLQDO

DUHDV��LW�LV�DUJXHG��OHDG�LQH[RUDEO\�WR�GHJUDGDWLRQ�RI�UHVRXUFHV��7R�TXRWH�

                                                                                                                                                            
� )RU�RWKHU�SHUVSHFWLYHV�RQ�WKH�IRRG�JDS�VHH�/LSWRQ���������:LJJLQV���������'\VRQ��������
� %LODWHUDO�GRQRUV��WKH�:RUOG�%DQN�DQG�WKH�8QLWHG�1DWLRQV�KDYH�DJUHHG�LQWHUQDWLRQDO�GHYHORSPHQW�WDUJHWV�WKURXJK

WKH�'HYHORSPHQW�$VVLVWDQFH�&RPPLWWHH�RI�WKH�2(&'��7KHVH�LQFOXGH�WKH�DLP�RI�UHGXFLQJ�WKH�QXPEHU�RI�SHRSOH
LQ�H[WUHPH�SRYHUW\�E\�KDOI�E\�������DQG�IRU�WKH�HQYLURQPHQW��HQVXULQJ�WKH�LPSOHPHQWDWLRQ�RI�D�QDWLRQDO�VWUDWHJ\
IRU�VXVWDLQDEOH�GHYHORSPHQW�E\�������DQG�UHGXFWLRQ�LQ�WUHQGV�LQ�WKH�ORVV�RI�HQYLURQPHQWDO�UHVRXUFHV�E\�������)RU
PRUH�LQIRUPDWLRQ�VHH��ZZZ�RHFG�RUJ�GDF�,QGLFDWRUV�KWP�

� 6DVDNDZD�*OREDO������FXUUHQWO\�RSHUDWHV�LQ����$IULFDQ�FRXQWULHV��DQG�VHHNV�DQ�$IULFDQ�*UHHQ�5HYROXWLRQ�EDVHG�RQ
GHPRQVWUDWLRQ� DQG� WUDQVIHU� RI� SDFNDJHV� RI� LPSURYHG� YDULHWLHV� DQG� IHUWLOLVHU�� )RU� PRUH� LQIRUPDWLRQ� VHH�
KWWS���HQHUJ\KRXVH�FRP�VDVDNDZD�KWP�DQG�)HHGLQJ�WKH�)XWXUH��WKH�PDJD]LQH�RI�WKH�6DVDNDZD�$IULFD�$VVRFLDWLRQ�

� 6HH��ZZZ�ZRUOGZDWFK�RUJ�
� 2WKHU�LPSRUWDQW�VWDWHPHQWV�LQ�D�VLPLODU�YHLQ�IURP�WKLV�SHULRG�LQFOXGH�%OXHSULQW�IRU�6XUYLYDO��WKH�(FRORJLVW������

DQG�3RSXODWLRQ�%RPE��(KUOLFK�������
�� 6FKHUU�DQG�<DGDY�DUJXH��¶,I�DFFHOHUDWHG�HURVLRQ�FRQWLQXHV�XQDEDWHG��\LHOG�UHGXFWLRQV�E\�WKH�\HDU������PD\�EH�����

SHU� FHQW� IRU� WKH� FRQWLQHQW� DQG� ����� SHU� FHQW� IRU� 6XE�6DKDUDQ� $IULFD·� �6FKHUU� DQG� <DGDY� ������� )RU� D� UHFHQW
VWDWHPHQW�RI�WKH�VHULRXVQHVV�RI�JOREDO�HQYLURQPHQWDO�SUREOHPV�VHH�WKH�*OREDO�(QYLURQPHQWDO�2XWORRN�SURGXFHG
E\�81(3��81(3�������

�� &OHDYHU·V� ¶QH[XV·� LGHDV�ZHUH�SDUWLFXODUO\� LQIOXHQWLDO� DURXQG� WKH�SHULRG�ZKHQ� WKH�6),�ZDV�JHWWLQJ�RII� WKH�JURXQG�
7KH\�DUH�FLWHG��IRU�H[DPSOH��LQ�WKH�ILUVW�SDUDJUDSK�RI�WKH�LPSRUWDQW�DUWLFOH�E\�6DQFKH]�HW�DO������������DQG�LQ�WKH�NH\
LQLWLDO�VRLO�IHUWLOLW\�FRQFHSW�QRWH�SURGXFHG�E\�WKH�%DQN����������



��

7KH�QH[XV�RI� UDSLG�SRSXODWLRQ� JURZWK� DQG�KLJK� SRSXODWLRQ�GHQVLWLHV�� ORZ�SURGXFWLYH� DJULFXOWXUH� DQG

GHSOHWLRQ�RI�QDWXUDO�UHVRXUFHV�KDV�FUHDWHG�QHJDWLYH�V\QHUJLHV�WKDW�H[DFHUEDWH�H[LVWLQJ�FRQGLWLRQV�RI�VRLO

QXWULHQW�PLQLQJ� DQG� XQGHUGHYHORSPHQW�� WKXV� FUHDWLQJ� D� YLFLRXV� FLUFOH� RI� SRYHUW\� DQG� IRRG� LQVHFXULW\

�:RUOG�%DQN����������

,W�LV�DUJXHG�WKDW�WKHVH�LVVXHV�DUH�VR�VHULRXV�WKDW�

:LWKRXW�UHVWRUDWLRQ�RI�VRLO�IHUWLOLW\��$IULFD�IDFHV�WKH�SURVSHFW�RI�VHULRXV�IRRG�LPEDODQFHV�DQG�ZLGHVSUHDG

PDOQXWULWLRQ�DQG�OLNHOLKRRG�RI�HYHQWXDO�IDPLQH��:RUOG�%DQN����������

,QGHHG�� IRU� VRPH�� DGGUHVVLQJ� LVVXHV� RI� VRLO� IHUWLOLW\� LV� DEVROXWHO\� IXQGDPHQWDO� WR� WKH� XQORFNLQJ� RI�$IULFD·V

GHYHORSPHQWDO�SRWHQWLDOV��7KH�,&5,6$7�ZHEVLWH�TXRWHV�+HQN�%UHPDQ�QRZ�RI�,)'&�

2YHU�WKH�\HDUV�VWXSHQGRXV�HIIRUWV�KDYH�EHHQ�PDGH�WR�EULQJ�WKH�*UHHQ�5HYROXWLRQ� WR�$IULFD��<HW�� WKH

PDJLF�WKDW�KDV�ZRUNHG�LQ�$VLD�DQG�HOVHZKHUH�LQ�WKH�ZRUOG�KDV�VRPHKRZ�HOXGHG�$IULFD��0DQ\�WKHRULHV

KDYH�EHHQ�SURSRVHG��EXW�WKH�RQH�WKDW�LV�JDLQLQJ�JURXQG�LV�LQ�D�ZD\�WKH�PRVW�UHYROXWLRQDU\��EHFDXVH� LW

GRHVQ·W�DJUHH�FRPSOHWHO\�ZLWK�ZKDW�PRVW�SHRSOH�WKLQN�LV�WKH�ELJJHVW�OLPLWLQJ�IDFWRU��,Q�IDFW�RQH�FDQ�VD\�

¶IHUWLOLVDWLRQ�LV�LUULJDWLRQ·��VWDWHG�'U�%UHPDQ��EHFDXVH�LW�KDV�EHHQ�IRXQG�WKDW�VRLO�LPSURYHPHQW�LQFUHDVHV

WKH�ZDWHU�XVH�HIILFLHQF\�RI�FURSV�DQG�OHDGV�WR�KLJKHU�UHFRYHU\�RI�DSSOLHG�QXWULHQWV���

7KH�SRLQW�PDGH�E\�%UHPDQ� LV�NH\� WR�XQGHUVWDQGLQJ� WKH�ELWH�RI� VRLO� IHUWLOLW\�QDUUDWLYHV�� ,W� LV� DUJXHG�� LQ� WKH

FRQWH[W�RI�WKH�ODUJHU�IRRG�DQG�HQYLURQPHQWDO�FULVHV��WKDW�VRLO�IHUWLOLW\�LV�QRW�MXVW�RQH�FRPSRQHQW�SUREOHP�EXW

WKDW� LW� LV� DFWXDOO\� WKH� O\QFKSLQ�� WKH� IDFWRU� WKDW�� LI� DGGUHVVHG�� ZLOO� UHVXOW� LQ� WKH� PXFK� VRXJKW� DIWHU

WUDQVIRUPDWLRQ�� $FFRUGLQJ� WR� RQH� HPLQHQW� LQWHUQDWLRQDO� UHVHDUFK� VFLHQWLVW� ZH� WDONHG� WR�� ¶ORRNLQJ� DW� VRLO

IHUWLOLW\�FDQ�WUDQVIRUP�DJULFXOWXUH�DQG�JHW�XV�RXW�RI�WKH�IRRG�VHFXULW\�WUDS�²�WKH�VDPH�DV�ZLWK�+<9V�LQ�$VLD·�

6DQFKH]�HW�DO��PDNH�WKH�DUJXPHQW�WKDW��¶SHU�FDSLWD�IRRG�SURGXFWLRQ�ZLOO�FRQWLQXH�WR�GHFOLQH�XQOHVV�VRLO�IHUWLOLW\

LV�HIIHFWLYHO\�DGGUHVVHG·��6DQFKH]�HW�DO���������������/LNHZLVH��&KULVWLDQ�3LHUL��RI�WKH�$JULFXOWXUH�DQG�1DWXUDO

5HVRXUFHV�'HSDUWPHQW�DW�WKH�:RUOG�%DQN��D�ERDUG�PHPEHU�RI�,)'&��DXWKRU�RI�D�FHQWUDO�WH[W�RQ�$IULFDQ�VRLO

IHUWLOLW\���������DQG�DQRWKHU�NH\�ILJXUH�WR�WKH�KLVWRU\�RI�WKH�6RLO�)HUWLOLW\�,QLWLDWLYH�FRPPHQWV��¶GRQRUV�DUH�ZHOO

DZDUH�RI�WKH�IDFW�WKDW�ZLWKLQ�WKH�FKDLQ�²�IRRG�VHFXULW\�²�DJULFXOWXUDO�GHYHORSPHQW�²�SURWHFWLRQ�RI�WKH�JOREDO

HQYLURQPHQW�²�WKH�PDLQ�OLQN�LV�VRLO�IHUWLOLW\�PDLQWHQDQFH·���

/LNHZLVH��WKH�DQVZHU�WR�WKH�ODQG�GHJUDGDWLRQ�FULVLV�GRHV�QRW�OLH�ZLWK�WUDGLWLRQDO�DSSURDFKHV��$V�D�VHQLRU

LQWHUQDWLRQDO�VFLHQWLVW�DUJXHG�� ¶ODQG�GHJUDGDWLRQ�FRQFHQWUDWHV�RQ�VRLO�HURVLRQ� ����EXW�HFRQRPLVWV�GRQ·W�NQRZ

WKH� OLPLWV� RI� VRLO� HURVLRQ� SORWV� ���� DQG� WKH\� PLVV� WKH� ERDW�� 6RLO� IHUWLOLW\� LV� QRZ�PRUH� LPSRUWDQW� WKDQ� VRLO

HURVLRQ·��:H�KDYH�WKHQ�D�QDUUDWLYH�LQ�ZKLFK�WKH�VRLO�IHUWLOLW\�SUREOHP�LV� ORFDWHG�ZLWKLQ�ZLGHU�YLHZV�RI�IRRG

                                                
�� 7KH� DUWLFOH� LV� ¶6RLO� )HUWLOLW\� ,QLWLDWLYH�� WKH� VLQH� TXD� QRQ� IRU� ERRVWLQJ� SURGXFWLYLW\·� ORFDWHG� DW

ZZZ�LFULVDW�RUJ�WH[W�QHZV�VRLOBIHUWLOLW\BLQLWLDWLYH��6HH�DOVR�%UHPDQ���������
�� 7KH�DUJXPHQW�LV�DOVR�PDGH�E\�6DQFKH]��¶SHU�FDSLWD�IRRG�SURGXFWLRQ�ZLOO�FRQWLQXH�WR�GHFUHDVH�XQOHVV�VRLO�IHUWLOLW\�LV

HIIHFWLYHO\�DGGUHVVHG·��6DQFKH]�HW�DO������������6HH�DOVR�3LQVWUXS�$QGHUVHQ�HW�DO��������������2UDP���������'RQRYDQ
DQG�&DVH\��������

�� &RPPHQW�UHFRUGHG�DW�WKH�6),�5HFDSLWDOL]DWLRQ�ZRUNVKRS�LQ�/RPH���������ZZZ�LIGF�RUJ�6RLO)HUW�KWP��



��

DQG� ODQG� GHJUDGDWLRQ� FULVHV�� EXW� ZLWK� D� FULWLFDO� WZLVW� ZKHUH� LW� LV� SUHVHQWHG� DV� DFWXDOO\� SLYRWDO� UDWKHU� WKDQ

VXEVLGLDU\�

+DYLQJ�VHW�D�EURDG�VFHQH�DQG�WKHQ�ORFDWHG�WKH�NH\�WR�WKH�FULVLV��WKH�QDUUDWLYH�WKHQ�PRYHV�IURP�GLDJQRVLV

WR� SUHVFULSWLRQ��$� NH\� SDUW� RI� WKH� VROXWLRQ� LV� WKDW� DFWLRQ� LV� QHHGHG� ²� DQG� WKDW� WKLV� HQWDLOV� VRPH� IRUP� RI

LQWHUQDWLRQDO�PRELOLVDWLRQ�

'XULQJ� WKH�QH[W� ��²��� \HDUV�� LI�:HVW�$IULFDQ� JRYHUQPHQWV� DQG� WKH� LQWHUQDWLRQDO� FRPPXQLW\� DGRSW� D

¶EXVLQHVV�DV�XVXDO·�DWWLWXGH�� LW�ZRXOG�QRW�EH�IDU�IHWFKHG�WR�SUHGLFW�WKDW�WKHUH�ZRXOG�EH�JURVV�PLJUDWLRQ

IURP�WKH�GULHU�FRXQWULHV�ERUGHULQJ�WKH�6DKDUD�GHVHUW�WR�WKH�PRUH�KXPLG�FRXQWULHV� IDUWKHU�VRXWK��7KLV

ZRXOG�SUREDEO\�EH�IROORZHG�E\�PDVV�VWDUYDWLRQ��,)'&����������

:KDW�DFWLRQ�LV�QHHGHG�IURP�WKH� LQWHUQDWLRQDO�FRPPXQLW\� WR�DYRLG� ¶PDVV�VWDUYDWLRQ·"�([DFWO\�ZKDW�EHQHILWV

DUH�SURSRVHG�WR�IORZ�IURP�FRRUGLQDWHG�LQWHUQDWLRQDO�DFWLRQ"�7KH�WKHQ�9LFH�3UHVLGHQW�RI�WKH�(QYLURQPHQWDOO\

6XVWDLQDEOH�'HYHORSPHQW�'HSDUWPHQW�RI�WKH�:RUOG�%DQN��,VPDLO�6HUDJHOGLQ�PDGH�WKH�FDVH�IRU�WKH�6),�DW�LWV

ODXQFK�LQ�1RYHPEHU�������VD\LQJ�

:H�WKHUHIRUH�ZHOFRPH�WKH�6RLO�)HUWLOLW\�,QLWLDWLYH�DV�D�QHZ�IRUP�RI�FROODERUDWLRQ�DPRQJ� LQWHUQDWLRQDO

LQVWLWXWLRQV� WR� SURPRWH� FROOHFWLYH� GLDORJXH�� UHDFK� FRQVHQVXV� RQ� FULWLFDO� LVVXHV�� DYRLG� GXSOLFDWLRQ� RI

HIIRUW��VKDUH�LQIRUPDWLRQ�DQG�IRUPXODWH�HIIHFWLYH�VWUDWHJLHV�WR�LQFUHDVH�WKH�SURGXFWLYH�FDSDFLW\�RI�VRLOV�

HVSHFLDOO\�LQ�UHJLRQV�ZKHUH�LQDGHTXDWH�SODQW�QXWULWLRQ�PDQDJHPHQW�WKUHDWHQV�IRRG�VHFXULW\�

6RLO�IHUWLOLW\�LV�VHHQ�E\�VRPH�DV�WKH�NH\�HQWU\�SRLQW�WR�D�UDQJH�RI�SROLF\�DUHDV��:KLOH�WKH�VWDUWLQJ�SRLQW�PD\�EH

DSSDUHQWO\�WKH�UDWKHU�GXOO��WHFKQLFDO�LVVXH�RI�VRLO�IHUWLOLW\�PDQDJHPHQW��WKH�LPSOLFDWLRQV�IRU�SROLF\�DUH�ZLGH��,Q

DQ�LQWURGXFWLRQ�WR�WKH�6),�RQ�WKH�,)'&�ZHEVLWH���LW�LV�DUJXHG�WKDW�

$IULFDQ�JRYHUQPHQWV�KDYH�WR�ZDNH�XS�WR�WKH�XUJHQF\�RI�WKH�SUREOHP«WKH�,QLWLDWLYH�VHHNV�SULPDULO\�WR

FRQYLQFH�JRYHUQPHQWV�RI�$IULFDQ�FRXQWULHV�WR�FUHDWH�D�IDYRXUDEOH�FOLPDWH�²� LQ�WHUPV�RI� ODQG�UHIRUPV�

FUHGLW�DYDLODELOLW\�DQG�LQSXW�DFFHVVLELOLW\�²�WKDW�ZLOO�DOORZ�IDUPHUV�WR�DGRSW�VRXQG�UHVRXUFH�PDQDJHPHQW

SUDFWLFHV�

:H� KDYH� DUJXHG� WKDW� WKH� IRRG�JDS� DQG� SRSXODWLRQ�HQYLURQPHQW� QH[XV� DUH� WZR� SRZHUIXO� GHYHORSPHQW

QDUUDWLYHV�� DQG� WKDW� WKH� SDUWLFXODU� QDUUDWLYHV� VXUURXQGLQJ� VRLO� IHUWLOLW\� PDQDJHPHQW� LQ� $IULFD� ERWK� DGG

VRPHWKLQJ�DQG�EULQJ�WKH�WZR�QDUUDWLYHV�WRJHWKHU��:H�KDYH�VXJJHVWHG�WRR�WKDW�WKHVH�QDUUDWLYHV�HPHUJH�RXW�RI

WKH� LQWHUQDWLRQDO� GHYHORSPHQW� DUHQD� DQG� WKDW� RQH� RI� WKH� NH\� WKLQJV� WKH\� GR� LV� WR� SURYLGH� D� UDWLRQDOH� IRU

IXUWKHU�DFWLRQ�E\�WKRVH�ORFDWHG�LQ�WKDW�PLOLHX�²�WKRVH�FKDUJHG�ZLWK�WKH�MREV�RI�¶ZDNLQJ�XS·�DQG�¶FRQYLQFLQJ·�

6R�ZKDW�W\SH�RI�DFWLRQ�LV�SURSRVHG"�,Q�RXU�GLVFXVVLRQV��PRVW�LQIRUPDQWV�VXJJHVWHG�D�UDQJH�RI�DFWLYLWLHV

ZKLFK�HPEUDFH�VRPH�FRPELQDWLRQ�RI�SROLF\�UHIRUP��LQVWLWXWLRQDO�FKDQJH��WHFKQRORJ\�WUDQVIHU�DQG�VFDOLQJ�XS

VXSSRUW�IRU� ORFDO� LQLWLDWLYHV�DQG�HIILFLHQW� ORFDO�SUDFWLFHV��+RZHYHU��VSHFLILF�HPSKDVHV�GR�HPHUJH��&RQFHUQV

ZLWK� WKH� IRRG�JDS� IUHTXHQWO\� OHDG� WR� DQ� DGYRFDF\� RI� JUHDWHU� XVH� RI� LQRUJDQLF� IHUWLOLVHUV��1XPHURXV� SROLF\

                                                
�� ZZZ�LIGF�RUJ�



��

GRFXPHQWV�FLWH� WKH� ORZ� OHYHOV�RI� IHUWLOLVHU�XVH�SHU�KHFWDUH� LQ�FRPSDULVRQ�ZLWK�QRUWKHUQ�FRXQWULHV�RU�RWKHU

FRXQWULHV� LQ� WKH� 6RXWK�� VXFK� DV� ,QGLD� RU� &KLQD�� DV� D�PDWWHU� RI� JUHDW� FRQFHUQ���� )RU� VRPH� WKLV� RIIHUV� WKH

SRWHQWLDO�IRU�DQ�$IULFDQ�*UHHQ�5HYROXWLRQ�²�D�WUDQVIRUPDWLRQ�RI�DJULFXOWXUH�WKURXJK�LQWHQVLILFDWLRQ�DQG�WKH

DGRSWLRQ�RI�PRGHUQ�WHFKQRORJLHV�²�DNLQ�WR�WKH�GUDPDWLF�FKDQJHV�LQ�$VLD�LQ�WKH�����V�DQG�����V���

2WKHUV� FRQFHQWUDWH� OHVV� RQ� IHUWLOLVHU� VSHFLILFDOO\�� EXW� UDWKHU� RQ� GHYHORSLQJ� QHZ� FRPELQDWLRQV� RI

IHUWLOLVHUV� DQG� RUJDQLF� VRXUFHV� RI� QXWULHQWV�� $V� D� VHQLRU� ILJXUH� LQ� RQH� LQWHUQDWLRQDO� UHVHDUFK� LQVWLWXWH

SURFODLPHG�

6RLO�IHUWLOLW\�LV�D�QDWXUDO�UHVRXUFH«LRQV�DUH�LRQV�²�SODQWV�DUH�QHXWUDO�DERXW�QXWULWLRQ���WKH�ROG�SDUDGLJP�LV

GHDG��QRZ� LWV� LQWHJUDWHG�RUJDQLF�DQG� LQRUJDQLF�VROXWLRQV�� UHMHFWLQJ� WKH�H[WUHPHV� IXOO� IHUWLOLVHUV�RU�SXUH

RUJDQLFV�

7KH�UHODWLYH�HPSKDVHV�SODFHG�RQ�GLIIHUHQW�QDUUDWLYHV�FDQ�EHFRPH�FULWLFDO�DV�WKH\�UHIOHFW�GLIIHUHQW�SHUFHSWLRQV

DERXW�WKH�GHJUHH�WR�ZKLFK�¶H[WHUQDO·�UHVRXUFHV�DQG�WHFKQRORJLHV�DUH�HVVHQWLDO�IRU�WKH�UHVROXWLRQ�RI�WKH�FULVLV�RI

$IULFDQ�VRLOV���

%XW�ZKDWHYHU�WKH�UHODWLYH�HPSKDVHV��D�QHZ�SURMHFW�HPHUJHV��DQG�D�QHZ�FRQFHSW�WR�JXLGH�GHYHORSPHQW

DJHQGDV�� WKH� UHFDSLWDOLVDWLRQ� RI� VRLOV�� 2QH� VFLHQWLVW� FRPPHQWHG�� ¶6RLO� FDSLWDO� LV� VKULQNLQJ�� <RX� JHW� ORZHU

UHWXUQV� IURP� WKH� VDPH� DPRXQW� RI� QXWULHQWV�� 2QO\� ZLWK� FDSLWDO� GR� LQSXWV� OHDG� WR� KLJKHU� RXWSXWV·�� 7KH

PHWDSKRU�RI�¶FDSLWDO·�LV�IUHTXHQWO\�D�FHQWUDO�SDUW�RI�WKH�QDUUDWLYH�IRUP��ZKHWKHU�XVHG�E\�SURWDJRQLVWV�DUJXLQJ

IRU�RUJDQLF�EXLOG�XS�RU�UHQHZDO�WKURXJK�LQRUJDQLF�DSSOLFDWLRQV��7KLV��LQ�WXUQ��OLQNV�WR�RWKHU�NH\�WHUPV�XVHG�

LQFOXGLQJ�QRWLRQV�RI�VRLO�¶PLQLQJ·�DQG�LPEDODQFHV�LQ�QXWULHQW�¶EXGJHWV·��7KURXJK�WKH�XVH�RI�PHWDSKRUV�IURP

HFRQRPLFV��DFFRXQWLQJ�DQG�PLQLQJ�WKH�PHVVDJH�FRPHV�DFURVV�ORXG�DQG�FOHDU��<RX�FDQ�FDUU\�RQ�ZLWK�FXUUHQW

SUDFWLFH�XS�WR�D�SRLQW��EXW�ZLWKRXW�UHSOHQLVKPHQW�WKHQ�WKH�PRPHQW�RI�UHFNRQLQJ�ZLOO�HYHQWXDOO\�DUULYH��DQG

WKLV��DFFRUGLQJ�WR�VRPH��LV�SHULORXVO\�FORVH��7KLV��WKHQ��SURYLGHV�WKH�MXVWLILFDWLRQ�IRU�D�PDMRU�UHFDSLWDOLVDWLRQ

LQLWLDWLYH�WR�UHVWRUH�DQG�HQKDQFH�VRLO�SURGXFWLYLW\�

7KH�DUJXPHQW�IRU�D�JOREDO�UHVSRQVH�UHVWV�RQ�PRUH�VRSKLVWLFDWHG�DUJXPHQWV�DERXW�VRLO�FDSLWDO�EHLQJ�DQ

LQWHUQDWLRQDO�SXEOLF�JRRG��DQG�KHQFH�UHTXLULQJ�LQWHUQDWLRQDO�DFWLRQ��LQFOXGLQJ�SRWHQWLDOO\�GHVHUYLQJ�RI�*OREDO

(QYLURQPHQWDO�)DFLOLW\�IXQGV��,]DF��������$FFRUGLQJ�WR�DQ�,&5$)�UHVHDUFKHU�

)RU� VRLO� IHUWLOLW\� UHSOHQLVKPHQW� WKH� FRVWV� DUH� EH\RQG� WKH� LQGLYLGXDO� IDUPHU�� <RX� KDYH� WR� WKLQN� DERXW

IXWXUH�JHQHUDWLRQV��,I�LW·V�GHJUDGHG�WRGD\�WKHQ�WKHUH�ZLOO�EH�OHVV�IRU�WRPRUURZ��6R�ZH�QHHG�FRVW�VKDULQJ�

                                                
�� 6HH��IRU�H[DPSOH��:RUOG�%DQN�����������,)$���������%RUODXJ�DQG�'RZVZHOO���������6HH�DOVR��%XPE�DQG�%DDQDQWH

�����D��DQG������E��
�� )RU�VWDWHPHQWV�RI�WKLV�SRVLWLRQ�VHH�%RUODXJ�DQG�'RZVZHOO���������,)$���������4XLxRQHV�HW�DO���������
�� 'LIIHUHQW�RUJDQLVDWLRQV�WHQG�WR�HPSKDVLVH�WKH� LPSRUWDQFH�RI�H[WHUQDO� LQSXWV� WR�GLIIHUHQW�GHJUHHV��6RPH��VXFK�DV

,)'&� DQG� 6DVDNDZD�*OREDO� ������ DUH� VWURQJ� DGYRFDWHV� RI� LQRUJDQLF� IHUWLOLVHUV�� ZKLOH� RWKHUV�� VXFK� DV� WKH
$VVRFLDWLRQ� IRU� %HWWHU� /DQG� +XVEDQGU\�� HPSKDVLVH� DQ� RUJDQLF� DSSURDFK�� 7KHVH� GD\V�� PRVW� VLWXDWH� WKHPVHOYHV
ZLWKLQ� DQ� ¶LQWHJUDWHG� QXWULHQW� PDQDJHPHQW·� DSSURDFK�� 7KLV� DSSDUHQW� FRQVHQVXV�� WKRXJK�� KLGHV� VRPH� YDULHG
LQWHUSUHWDWLRQV�� 7KDW� WKHUH� DUH� GLVWLQFWO\� GLIIHUHQW� LQWHUSUHWDWLRQV� RI� ZKDW� WKH� 6),� HQWDLOV� ZDV� PDGH� FOHDU� E\� D
PDQDJHU� LQ� WKH� )$2�� ¶PDQ\� LQWHUSUHW� WKH� 6),� DV� IHUWLOLVHU� DORQH�«� EXW� EODQNHW� DSSOLFDWLRQ� RI� IHUWLOLVHU� LV� QRW
UHFDSLWDOLVDWLRQ·



��

6XEVLG\�LV�D�EDG�ZRUG��EXW�ZKR�VKRXOG�SD\�WKH�FRVW"�+H·V�GRLQJ�LW�>LQYHVWLQJ�LQ�ODQG�KXVEDQGU\@�IRU�WKH

EHQHILW�RI�IXWXUH�JHQHUDWLRQV�

2I�FRXUVH�QRW�HYHU\RQH�LQYROYHG�ZLWK�WKH�6),�LV�FRPPLWWHG�WR�H[DFWO\�WKH�VDPH�GLDJQRVLV�DQG�SUHVFULSWLRQ�

2QH�)$2�PDQDJHU��IRU�H[DPSOH��ZDV�TXLWH�VFHSWLFDO�DERXW�WKH�DSSURDFK�DGRSWHG�E\�VRPH�DQG�DUJXHG��IRU

H[DPSOH�� WKDW�� ¶DQ� H[FOXVLYH� IRFXV�RQ� \LHOGV� LV� YHU\�PLVSODFHG��7KH� LVVXH� LV�PLWLJDWLQJ� ULVN� QRW�PD[LPLVLQJ

\LHOG·��+RZHYHU��ZKDWHYHU�WKH�FDYHDWV�H[SUHVVHG�E\�SDUWLFXODU�LQGLYLGXDOV��D�EURDG�VWRU\�OLQH�DERXW�VRLO�IHUWLOLW\

LV�GLVFHUQLEOH�LQ�WKH�6),�OLWHUDWXUH��LQ�UHODWHG�DFDGHPLF�DQG�RWKHU�SXEOLFDWLRQV��DQG�LQ�WXUQ��HPHUJHG�IRUFHIXOO\

GXULQJ�LQWHUYLHZV�ZLWK�NH\�ILJXUHV�LQYROYHG��,W�LV�SUHFLVHO\�WKH�VLPSOLFLW\�DQG�WKH�VWDUNQHVV�RI�WKH�QDUUDWLYH�ZH

ZRXOG� DUJXH� WKDW� H[SODLQV� LWV� SXUFKDVH� DQG� WKH� YHU\� HIIHFWLYH� FUHDWLRQ� RI� VRLO� IHUWLOLW\� DV� D� JOREDO� LVVXH

UHTXLULQJ�JOREDO�PDQDJHPHQW�

7KH� VXEVHTXHQW� VHFWLRQV� RI� WKH�SDSHU� DWWHPSW� WR� H[SODLQ� KRZ� WKLV� KDSSHQHG�� H[DPLQLQJ� WKH� LVVXH� DV

HPHUJLQJ� IURP� SDUWLFXODU� VFLHQWLILF� SUDFWLFHV�� LQGLYLGXDO� DFWLRQV� DQG� EXUHDXFUDWLF� VHWWLQJV�� :H� EHJLQ� E\

H[DPLQLQJ�WKH�VFLHQWLILF�FUHDWLRQ�RI�VRLO�IHUWLOLW\�DV�D�SROLF\�SUREOHP�

��� �&216758&7,1*�)$&76��7+(�(0(5*(1&(�2)�$�6&,(17,),&�&$6(

7KLV�VHFWLRQ�H[SORUHV�KRZ�VFLHQFH�DQG�VFLHQWLILF�SUDFWLFHV�KDYH�KHOSHG�WR�IUDPH�D�VRLO�IHUWLOLW\�FULVLV�DQG�KDYH

DOVR� KHOSHG� WR� SURYLGH� SRWHQWLDO� VROXWLRQV�� :H� EHJLQ� E\� H[DPLQLQJ� KRZ� VFLHQFH� KDV� FRQWULEXWHG� WR� WKH

IUDPLQJ�RI�WKH�SUREOHP��7KH�LQWURGXFWRU\�FKDSWHU�RI�D�UHFHQW�DQG�ZLGHO\�FLUFXODWHG�VSHFLDO�SXEOLFDWLRQ�RI�WKH

%XOOHWLQ�RI�WKH�$PHULFDQ�6RLO�6FLHQFH�6RFLHW\�RQ�VRLO�IHUWLOLW\�DQQRXQFHV�

7KH�PDJQLWXGH�RI�QXWULHQW�GHSOHWLRQ�LQ�$IULFD·V�ODQG�LV�HQRUPRXV��&DOFXODWLRQ·V�IURP�6PDOLQJ·V�VHPLQDO

ZRUN�LQGLFDWH�WKDW�DQ�DYHUDJH�RI�����NJ�1�KD��������NJ�3�KD�����DQG�����NJ�.�KD����GXULQJ�WKH�ODVW����\HDUV

KDV� EHHQ� ORVW� IURP� DERXW� ����PLOOLRQ� KD� RI� FXOWLYDWHG� ODQG� LQ� ���$IULFDQ� FRXQWULHV�� H[FOXGLQJ� 6RXWK

$IULFD��6DQFKH]�HW�DO�������������

7KH�FRQFHSW�QRWH�IRU�WKH�6RLO�)HUWLOLW\�,QLWLDWLYH�PDNHV�XVH�RI�VLPLODU�ILJXUHV��DV�ZH�VKDOO�VHH��DQG�DOVR�PDNHV

VWDWHPHQWV�RQ�WKH�GHJUHH�RI�$IULFDQ�ODQG�GHJUDGDWLRQ�

,W� LV� HVWLPDWHG� WKDW�����PLOOLRQ�KHFWDUHV�RI� YHJHWDWHG� ODQGV�KDYH�EHHQ�GHJUDGHG�RYHU� WKH�SDVW� VHYHUDO

GHFDGHV� LQ� 66$�� ,Q� WHUPV� RI�PDJQLWXGH�� WKLV� HVWLPDWH� LV� ODUJHU� WKDQ� WKH� ����PLOOLRQ� KD� RI� SUHVHQWO\

FXOWLYDWHG�ODQGV�LQ�66$��3UHVHQWO\��DERXW����SHU�FHQW�RI�WKH�GU\ODQG�DUHDV�VXIIHU�IURP�YDU\LQJ�GHJUHHV�RI

VRLO�GHJUDGDWLRQ��:RUOG�%DQN����������

                                                
�� 6DQFKH]�HW�DO��JR�RQ�WR�DUJXH�WKDW��¶$IULFD�LV�QRZ�ORVLQJ�����PLOOLRQ�W�1�����P�W�3����PLOOLRQ�W�.�HYHU\�\HDU�IURP�LWV

FXOWLYDWHG�ODQG��7KHVH�UDWHV�DUH�VHYHUDO�WLPHV�KLJKHU�WKDQ�$IULFD·V�DQQXDO�IHUWLOL]HU�FRQVXPSWLRQ��H[FOXGLQJ�6RXWK
$IULFD�²����P�W�1������P�W�3��DQG����P�W�.·�>)$2������@���6DQFKH]�HW�DO�����������



��

7KHVH� DODUPLQJ� VWDWLVWLFV� DUH� FLWHG� LQ�PDQ\� SODFHV� LQ� WKH� OLWHUDWXUH� RQ� QDWXUDO� UHVRXUFHV�� ODQG� DQG� VRLOV� LQ

$IULFD����7KH�QXWULHQW�EXGJHW�ILJXUHV�GHULYH�²�DV�WKH�TXRWDWLRQ�QRWHV�²�IURP�¶6PDOLQJ·V�VHPLQDO�ZRUN·�IRU�WKH

)$2��6WRRUYRJHO�DQG�6PDOLQJ����������7KH� ODQG�GHJUDGDWLRQ�GDWD�GHULYHV�IURP�*/$62'�VRLO�GHJUDGDWLRQ

PDSV� SURGXFHG� E\� WKH� ,QWHUQDWLRQDO� 6RLOV� 5HIHUHQFH� DQG� ,QIRUPDWLRQ� &HQWUH� �,65,&�� �2OGHPDQ� DQG

+DNNHOLQJ� ������� %RWK� SLHFHV� RI� ZRUN� KDYH� KHOSHG� VKDSH� WKH� VRLO� IHUWLOLW\� QDUUDWLYH� VHW� RXW� DERYH� LQ

VLJQLILFDQW� ZD\V�� 1R� LQWHUQDWLRQDO� SXEOLFDWLRQ� RQ� VRLO� IHUWLOLW\� LVVXHV� ZRXOG� EH� FRPSOHWH� ZLWKRXW� VRPH

UHIHUHQFH�WR�HLWKHU��RU�XVXDOO\��ERWK����6RLO�PDSV�ZLWK� ODUJH�DUHDV� LQ�UHG��LQGLFDWLQJ�QXWULHQW�GHILFLWV�RU� ODQG

GHJUDGDWLRQ�� VLW� RQ� WKH� ZDOOV� RI� SROLF\�PDNHUV� ²� DV� ZH� REVHUYHG� GXULQJ� PDQ\� RI� RXU� GLVFXVVLRQV�� 7KH

GUDPDWLF�SLFWXUH�SUHVHQWHG�PRUH�RIWHQ�WKDQ�QRW�JRHV�FRPSOHWHO\�XQTXHVWLRQHG�� LW� LV�DVVXPHG�WKDW�WKH�GDWD�

DQG�DVVRFLDWHG�PDSV��RIIHU�VFLHQWLILFDOO\�ULJRURXV�DQG�SUHFLVH�NQRZOHGJH�DERXW�WKH�ZRUOG�

<HW� LQ�ERWK� FDVHV� WKH\� UHSUHVHQW�� LQ� IDFW�� KLJKO\� FRQWLQJHQW�NQRZOHGJH� FODLPV�� DV� WKH� DXWKRUV�ZHUH� DW

SDLQV�WR�SRLQW�RXW�WR�XV��7KHUH�LV�VRPHWLPHV�EHZLOGHUPHQW�DERXW�KRZ�GDWD�DFKLHYHV�VXFK�JUDQG�VWDWXV��2QH

RI� WKH� VRLO� VFLHQWLVWV�ZRUNLQJ� RQ�RQH� RI� WKHVH� VWXGLHV� FRPPHQWHG�� ¶ZKHQ�ZH�ZURWH� LW� ZH� DGGHG� XPSWHHQ

IRRWQRWHV�DQG�TXDOLILFDWLRQV�ZKLFK�VHHPHG�WR�JHW�ORVW�DV�WKH�ILJXUHV�ZHUH�WDNHQ�XS·��7KH�DJJUHJDWHG�$IULFD�

ZLGH�QXWULHQW�EDODQFH� ILJXUHV�ZHUH�EDVHG�RQ� H[WUDSRODWLRQV� IURP�D� OLPLWHG� DPRXQW�RI�ZRUN� FDUULHG�RXW� LQ

VPDOO�DUHDV�RI�D�IHZ�$IULFDQ�FRXQWULHV��:LWK�VXFK�KHURLF�DVVXPSWLRQV�UHTXLUHG��WKH\�ZHUH�VHHQ�DW�WKH�WLPH�DV

RQO\�URXJK�HVWLPDWHV����6PDOLQJ�HW�DO�����������²����FRPPHQW�RQ�WKH�QXWULHQW�EDODQFH�VWXGLHV�

7KH�VWXGLHV�ZHUH�RIWHQ�GRQH�DW�WKH�PLQL�SORW�OHYHO��WKH�UHVXOWV�RI�ZKLFK�FDQQRW�EH�OLQHDUO\�VFDOHG�XS�WR

WKH� ZDWHUVKHG�«7KH� VXEFRQWLQHQWDO� VFDOH� DQG� XQHYHQ� GDWD� LPSOLFLWO\� EURXJKW� DERXW� D� FRQVLGHUDEOH

DPRXQW�RI�JHQHUDOL]DWLRQ��VLPSOLILFDWLRQ�DQG�DJJUHJDWLRQ���

7KH� */$62'� VWXG\� ZDV� EDVHG� RQ� HVWLPDWHV� IURP� VFLHQWLVWV� LQ� D� ZLGHU� UDQJH� RI� FRXQWULHV� XVLQJ

PHDVXUHPHQWV�RI�WRS�VRLO�ORVV��$JDLQ�WKHUH�DUH�WKH�VDPH�PHWKRGRORJLFDO�SUREOHPV�RI�H[WUDSRODWLRQ��DQG

                                                
�� 6HH� DOVR� 81(3·V� *OREDO� (QYLURQPHQWDO� 2XWORRN�� ¶$Q� HVWLPDWHG� ���� PLOOLRQ� KHFWDUHV� RI� DJULFXOWXUDO� ODQG� >LQ

$IULFD@�KDYH�EHHQ�DIIHFWHG�E\�VRLO�GHJUDGDWLRQ�VLQFH�DERXW�������LQFOXGLQJ�DV�PXFK�DV����SHU�FHQW�RI�DJULFXOWXUDO
ODQG·��81(3��������KWWS���ZZZ�XQHS�RUJ�JHR�����HQJOLVK������KWP

�� 6PDOLQJ� KLPVHOI� FODLPV�� ¶7KH� DYHUDJH� 1�� 3�� .� EDODQFHV� IRU� $IULFD� ZHUH� ²���� ²����� DQG� ²��� NJ� KD� SHU� \HDU
UHVSHFWLYHO\«�WKH�LPSOLFDWLRQ�RI�WKH�ILJXUH�LV�WKDW�RQ�DYHUDJH�$IULFD�PXVW�VXSSO\����NJ�KD�SHU�\HDU�WR�EDODQFH�WKH
OHGJHU�� OHDGLQJ� WR�D�GHFOLQH�RI� WKH�1�VWRFNV·� �6PDOLQJ� HW� DO�� �����������$�PRUH� UHFHQW�QXWULHQW� EDODQFH� VWXG\�KDV
EHHQ�FDUULHG�RXW�E\�+HQDR�DQG�%DDQDQWH�� IRU� ,)'&� �������� 7KH� ILJXUHV� WKH\�SURGXFH� DUH� IRXQG� LQ� WKH�ZLGHO\�
FLUFXODWHG� ,)35,� ¶:RUOG� )RRG� 3URVSHFWV·� UHSRUW�� ¶$ERXW� ��� SHU� FHQW� RI� WKH� FRXQWULHV� LQ� $IULFD� VKRZ� QHJDWLYH
EDODQFHV�RI�QXWULHQWV�JUHDWHU�WKDQ����NLORJUDPV�RI�13.�SHU�KHFWDUH�SHU�\HDU·��3LQVWUXS�$QGHUVHQ�HW�DO������������

�� 6HH�IRU�H[DPSOH��WKH�NH\�WHFKQLFDO�SDSHU�IRU�WKH�6),�SURGXFHG�E\�'H�$OZLV����������DQG����
�� $�QXWULHQW�EXGJHW� LV�D�EDODQFH�RI�ILYH�QXWULHQW� LQSXW�DQG�ILYH�QXWULHQW�RXWSXW�IXQFWLRQV��7KH� LQSXW�IXQFWLRQV�DUH

PLQHUDO� IHUWLOLVHUV�� RUJDQLF� LQSXWV�� DWPRVSKHULF� GHSRVLWLRQ�� ELRORJLFDO� QLWURJHQ� IL[DWLRQ� DQG� VHGLPHQWDWLRQ�� 7KH
RXWSXW� IXQFWLRQV� DUH�KDUYHVWHG�SURGXFWV�� FURS� UHVLGXH� UHPRYDO�� VROXWH� OHDFKLQJ�� JDVHRXV� ORVVHV� DQG� UXQ�RII� DQG
HURVLRQ�

�� 7KH�GHJUHH�RI�XQFHUWDLQW\�DQG�QHFHVVDU\�¶EODFN�ER[LQJ·�WR�FUHDWH�WKH�QXWULHQW�EDODQFH�GDWD�LV�GLVFXVVHG�H[SOLFLWO\�E\
6PDOLQJ�HW�DO���¶7KH�DPRXQW�RI�GDWD�DYDLODEOH�WR�FDOFXODWH�WKH�ILYH�LQSXWV�DQG�WKH�ILYH�RXWSXWV�YDULHG�ODUJHO\�EHWZHHQ
DQG�ZLWKLQ�FRXQWULHV��$V�D�FRQVHTXHQFH��PXFK�DYDLODEOH�GHWDLO�KDG�WR�EH�GURSSHG�DQG�GLVFUHWH�UDWLQJV�GHYHORSHG
IRU�YDULDEOHV�WKDW�QRUPDOO\�UHSUHVHQW�D�FRQWLQXXP��4XDQWLWDWLYH�LQIRUPDWLRQ�RQ�DWPRVSKHULF�GHSRVLWLRQ��OHDFKLQJ�
DQG�JDVHRXV�ORVVHV�ZDV�YHU\�VFDUFH��,QVWHDG�RI�JRLQJ�E\�HGXFDWHG�JXHVVHV��WUDQVIHU�IXQFWLRQV�ZHUH�EXLOW«�LQ�ZKLFK
QXWULHQW�IORZ�LV�H[SODLQHG�E\�SDUDPHWHUV�WKDW�DUH�HDV\�WR�PHDVXUH·��6PDOLQJ�HW�DO������������



��

PXFK�RI�WKH�FRQVWLWXWLYH�GDWD�LV�RI�WKH�¶EHVW�JXHVV·�YDULHW\����$�OHDG�UHVHDUFKHU�LQ�WKH�,65,&�ZRUN�FRPPHQWHG

LQ�D�GLVFXVVLRQ�RI�WKH�VRLO�PDSV�

3UHYLRXV�VRLO�PDSV�ZHUH�EHDXWLIXO�ZDOOSDSHU�EXW�WKH\�ZHUHQ·W�XVHG��3HRSOH�ZDQW�UHOHYDQW�WKLQJV��6RLOV�LQ

WKHPVHOYHV� DUH�QRW� D�VH[\� VXEMHFW��*/$62'�ZDV�D�ZDNH�XS� FDOO��%XW�GHILQLWHO\�QRW� D�SURGXFW�RI� WKH

KLJKHVW�VFLHQWLILF�VWDQGDUGV��,W�ZDV�WKH�EHVW�DYDLODEOH�DW�WKH�WLPH�

'HVSLWH�WKH�UHFRJQLWLRQ�RI�OLPLWDWLRQV� LQ�WKHVH�VWXGLHV�E\�WKHLU�FUHDWRUV��VXFK�ZRUNV�FDQ�DQG�GR�DFKLHYH�DQ

XQFKDOOHQJHG� VWDWXV���� 7KH\� JHW� XVHG� DV� HYLGHQFH� LQ� GRFXPHQWV� VHHNLQJ� WR� UDLVH� IXQGV� DQG� VXSSRUW� IRU

SURMHFWV�DQG�SURJUDPPHV��DQG�TXRWHG�LQ�QHZVSDSHUV�WR�VXEVWDQWLDWH�D�SDUWLFXODU�FDVH��RU�WR�FUHDWH�RSLQLRQ�

2Q�RFFDVLRQ�WKH�ILJXUHV�FKDQJH��DQG�GHWDLOV�DV�WR�WKHLU�RULJLQDO�SURYHQDQFH�DUH�ORVW���

:KHQ�ILJXUHV�KDYH�D�UHVSHFWHG�RUJDQLVDWLRQ·V�QDPH�DWWDFKHG�WR�WKHP�LW�FDQ�DGG�WR�SHUFHSWLRQV�RI�WKHLU

WUXVWZRUWKLQHVV��)$2�VWDWLVWLFV�LQ�SDUWLFXODU�²�EH�LW�RQ�IRUHVWV��DJULFXOWXUDO�SURGXFWLRQ�RU�WKH�VWDWXV�RI�VRLOV�²

FDQ� FUHDWH� WKLV� DXUD� IRU� VRPH��$� FRQVXOWDQW�ZRUNLQJ�ZLWK� WKH� 6),�� DSSDUHQWO\� XQDZDUH� RI� WKH�ZLGHVSUHDG

FULWLTXH� RI�)$2� \HDUERRN� VWDWLVWLFV�� SXW� LW� TXLWH� VWUDLJKWIRUZDUGO\�� ¶7KH� )$2� VD\V� ��� SHU� FHQW� RI� ODQG� LV

GHJUDGHG��6XUHO\�ZH�PXVW�WDNH�WKH�)$2�VHULRXVO\"·

6R� ZH� FDQ� VHH� KRZ� WKLV� W\SH� RI� GDWD� FDQ� VXGGHQO\� ILQG� D� OLIH� RI� LWV� RZQ� DQG� KRZ� LW� FDQ� EHFRPH

DXWKRULWDWLYH�WKURXJK�DVVRFLDWLRQ�ZLWK�SDUWLFXODU�RUJDQLVDWLRQV��%XW�ZK\�GRHV�WKLV�W\SH�RI�GDWD�FRPH�DERXW�LQ

WKH�ILUVW�SODFH"�)LUVW�WKHUH�LV�D�GHPDQG�LVVXH��$V�D�:RUOG�%DQN�VWDIIHU��ZRUNLQJ�RQ�WKH�6),��DUJXHG�UHIOHFWLQJ

RQ�WKH�GLIILFXOW\�RI�PDNLQJ�WKH�FDVH�WR�KLV�VXSHULRUV��¶:H�QHHG�PRUH�GDWD�DQG�PRUH�DPPXQLWLRQ·��,Q�YDULRXV

LQWHUYLHZV�� LQ� D� UDQJH� RI� RUJDQLVDWLRQV�� DQG� DW� D� UDQJH� RI� GLIIHUHQW� VFDOHV�� LW� ZDV� SXW� WR� XV� WKDW� ILJXUHV� ²

SDUWLFXODUO\� DJJUHJDWHG� QDWLRQDO� RU� LQWHUQDWLRQDO� GDWD�� SHUFHQWDJH� DVVHVVPHQWV� RU� GROODU� YDOXHV� ²� FDQ� KHOS

ZKHQ�LW�FRPHV�WR�SHUVXDGLQJ�DQG�PDNLQJ�D�FDVH��,Q�RQH�LQVWDQFH�VRPHRQH�HYHQ�FRPPHQWHG�WKDW�LW�GLG�QRW

UHDOO\�PDWWHU�LI�WKH�GDWD�XVHG�LQ�D�SUHVHQWDWLRQ�ZHUH�VSXULRXV�DV�WKH�FKDQFHV�ZHUH�QRERG\�ZRXOG�QRWLFH�DQG

KH�ZRXOG�¶ZLQ·�WKH�DUJXPHQW�

2I� FRXUVH� SDUW� RI� WKH� DSSHDO� RI� WKLV� W\SH� RI� TXDQWLWDWLYH� LQIRUPDWLRQ� OLHV� LQ� WKH� IDFW� WKDW� LW� LV� ZHOO�

DGDSWHG� IRU� WKH� QHHGV� RI� WKRVH� PDNLQJ� SROLF\� GHFLVLRQV�� HVSHFLDOO\� WKRVH� ZKR� ZDQW� LQIRUPDWLRQ� WKDW� LV

WUDQVODWDEOH� LQWR� WKH� ODQJXDJH�RI� HFRQRPLF�SODQQLQJ��%RWK� WKH� VRLO�PDSV� DQG�QXWULHQW�EDODQFH� LQIRUPDWLRQ

ZHUH� FUHDWHG� DW� WKH� EHKHVW� RI� JOREDO� EXUHDXFUDFLHV�� WKH� ,65,&� GDWD� IRU� WKH�81&('� FRQIHUHQFH�� DQG� WKH

QXWULHQW�EDODQFH�VWXGLHV�IRU�WKH�)$2��$V�RQH�RI�WKRVH�ZRUNLQJ�LQ�WKH�ILHOG�SXW�LW��¶WKH\�DSSHDO�WR�WKRVH�ZKR

ZDQW�WR�WXUQ�VRLO�PDSV�LQWR�SURGXFWLYLW\�PDSV·��,W�LV�D�VPDOO�VWHS�WR�DGG�PRQHWDU\�YDOXHV�WR�WKH�ILJXUHV��7KXV�

                                                
�� 9DULRXV�RWKHU�VWXGLHV�RU�SURMHFWV�H[LVW�RIIHULQJ�DJJUHJDWHG� LQIRUPDWLRQ�RQ� ODQG� VWDWXV� IRU� ODUJH� DUHDV��7KH�/DQG

4XDOLW\�,QGLFDWRUV�SURMHFW��IRU�H[DPSOH��IXQGHG�E\�81(3�DQG�WKH�:RUOG�%DQN��3LHUL�HW�DO��������SUHVHQWV�GDWD�RQ
SUHVVXUHV�RQ��DQG�WKH�VWDWH�RI�ODQG�DW�VXE�FRQWLQHQWDO�VFDOHV��VHPL�KXPLG�RU�GU\�DUHDV�RI�$IULFD��IRU�H[DPSOH�

�� )RU�IXUWKHU�GLVFXVVLRQ�RI�WKH�OLPLWDWLRQV�RI�QXWULHQW�EXGJHW�VWXGLHV��VHH�DOVR�%XGHOPDQ�DQG�'HIRHU��IRUWKFRPLQJ�
DQG�6FRRQHV�DQG�7RXOPLQ��������

�� 7DNH��IRU�H[DPSOH��WKH�QXWULHQW�EXGJHW�ILJXUHV�TXRWHG�DERYH��7KH\�DSSHDU�DJDLQ�LQ�WKH�&RQFHSW�1RWH�IRU�WKH�6),�
7KH\�KDYH�FKDQJHG�VOLJKWO\�DQG�WKLV�WLPH�WKH\�DUH�XQDFNQRZOHGJHG��7KH�LPSUHVVLRQ�PLJKW�EH�JLYHQ�WR�DQ�REVHUYHU
WKDW�WKHVH�DUH�:RUOG�%DQN�ILJXUHV��¶����NJ�RI�QLWURJHQ������NJ�RI�SKRVSKRUXV��DQG�����NJ�RI�SRWDVVLXP�SHU�KD�DUH
FODLPHG�WR�KDYH�EHHQ�H[SRUWHG�IURP�RYHU�����PLOOLRQ�KD�RI�FXOWLYDWHG� ODQG�LQ�VXE�6DKDUDQ�$IULFD�RYHU����\HDUV�
UHVXOWLQJ� LQ� ´VRLO�PLQLQJµ� RYHU�ZLGH� DUHDV�ZLWK� ODUJH� QHJDWLYH� QXWULHQW� EDODQFHV� WKH� FRQVHTXHQFH·� �:RUOG� %DQN
���������



��

EDVHG�RQ�WKH�$IULFD�ZLGH�QXWULHQW�EDODQFH�DQDO\VLV��,)'&�UHVHDUFKHUV�VKRZ�KRZ�HVWLPDWHG�QHW�DQQXDO�ORVVHV

RI�QXWULHQWV�DFURVV�VXE�6DKDUDQ�$IULFD�¶UHSUHVHQWV�D�WRWDO�ORVV�RI�86������ELOOLRQ�SHU�\HDU�LQ�WHUPV�RI�WKH�FRVWV

RI�QXWULHQWV�DV�IHUWLOLVHUV·��+HQDR�DQG�%DDQDQWH�����������6LPLODU�WUDQVODWLRQV�LQWR�DQQXDO�ORVV�IDUP�LQFRPH�DUH

PDGH�IRU�0DOL�LQ�D�VWXG\�WKDW�KDV�DJDLQ�EHHQ�ZLGHO\�FLWHG�E\�SROLF\�PDNHUV��9DQ�GHU�3RO���������

6XFK� XQHTXLYRFDO� VWDWHPHQWV� DUH� RIWHQ� UHTXLUHG� E\� SROLF\�PDNLQJ�� $V� D� VFLHQWLVW� LQ� WKH�:RUOG� %DQN

FRPPHQWHG��¶1XWULHQW�EDODQFHV�UDLVH�DZDUHQHVV��7KH\�DUH�D�UHG�ODPS�·�%\�VHOOLQJ�D�VLPSOH�PHVVDJH�\RX�FUHDWH

DQ�DXGLHQFH��\RX�PD\�DFTXLUH�IXQGLQJ�FRPPLWPHQWV��DQG�WKLV��LW�LV�DUJXHG��FUHDWHV�WKH�UHTXLUHG�VSDFH�WR�ZRUN

RQ� WKH� GHWDLOV�� XQFHUWDLQWLHV� DQG� FRPSOH[LWLHV��2QH� UHVHDUFKHU� QRWHG� LQ� VLPLODU� YHLQ�� ¶WKH� UROH� RI� QXWULHQW

EDODQFHV�LV�ODUJH�VFDOH�DZDUHQHVV��DW�D�VPDOOHU�VFDOH�WKHUH�LV�PRUH�VHQVLWLYLW\�DQG�DFFXUDF\·��$V�DQ�LQWHUQDWLRQDO

VRLO�VFLHQWLVW�REVHUYHG�

1XWULHQW�EXGJHWV�ZHUH�VXFFHVVIXO�EHFDXVH� WKH\�ZHUH�VLPSOH�� WKH�PHVVDJH�ZDV�VLPSOH� ���� \RX�FDQ·W� WDNH

PRQH\� RXW� RI� WKH� EDQN� ZLWKRXW� SXWWLQJ� VRPHWKLQJ� LQ�� 7KH� SULQFLSOH� RI� PLQLQJ� LV� XQGHUVWRRG� E\

HYHU\ERG\��0LQLQJ�OHDGV�WR�ORZHU�\LHOGV�WKDW·V�FOHDU��%XW�LQ�WKH�GHWDLOV�LWV�QRW�VR�VLPSOH�

+RZHYHU��LW�LV�WRR�VLPSOH�WR�VD\�WKDW�WKLV�JOREDOLVHG�NQRZOHGJH�HIIHFWLYHO\�DUULYHV�IURP�D�PRUH�RU�OHVV�H[SOLFLW

SURFHVV� RI� WUDGLQJ� EHWZHHQ� WKRVH� ZKR� SHUFHLYH� WKHPVHOYHV� WR� EH� DOWHUQDWLYHO\� LQ� WKH� ZRUOGV� RI� SROLF\� RU

VFLHQFH�� ,W� DOVR� DULVHV� IURP� VSHFLILF� LQVWLWXWLRQDO� ORFDOHV� DQG� SUDFWLFHV� DQG� VR� FDUULHV� VHWV� RI� FRPPLWPHQWV

UHIOHFWLYH�RI�D�SDUWLFXODU�VRFLDO�DQG�SROLWLFDO�RUGHU�

6R�ZKHUH�KDV� WKH� NQRZOHGJH� LQIRUPLQJ� JOREDOLVHG� GLVFRXUVHV� RQ� VRLO� IHUWLOLW\� HPHUJHG� IURP"�:KDW� LV

VWULNLQJ�ZKHQ�RQH� ORRNV�DW� LQWHUQDWLRQDO� VFLHQFH� LV� WKH�GRPLQDQFH�RI�'XWFK� VRLO� VFLHQFH��0DQ\�RI� WKH� NH\

ILJXUHV�DUH�'XWFK�²�GH�:LW��%UHPDQ��6PDOLQJ�²�DQG�WKH�WZR�NH\�VWXGLHV�KLJKOLJKWHG�DERYH�ZHUH�WKH�ZRUN�RI

'XWFK� VFLHQWLVWV�� DOO�EDVHG�DW�:DJHQLQJHQ��2QH� UHVHDUFKHU�QRWHG�� ¶WKH�'XWFK�KDYH� DOZD\V�EHHQ�JRRG�RQ� D

SDUWLFXODU� NLQG�RI� DSSOLHG� VFLHQFH�·�2WKHUV� DUJXHG� WKDW�'XWFK� VRLO� ODQG� VXUYH\� DSSURDFKHV�� WKH�SURGXFWLRQ

HFRORJ\� VFKRRO� IRXQGHG� E\� 'H� :LW� DQG� WKH� 'XWFK� PLQHUDO� ERRNNHHSLQJ� WUDGLWLRQ� KDYH� VKDSHG� FXUUHQW

DSSURDFKHV�LQ�VLJQLILFDQW�ZD\V��'RQRU�VXSSRUW�IURP�WKH�1HWKHUODQGV�LV�DOVR�HYLGHQW�IRU�IHUWLOLVHU�LPSRUWDWLRQ�

URFN�SKRVSKDWH�SURJUDPPHV�LQ�:HVW�$IULFD�� WHFKQLFDO�VXSSRUW�IRU�VRLO�PDQDJHPHQW�SURMHFWV� LQ�.HQ\D�DQG

0DOL��DQG�WKH�,)'&�LQ�7RJR��,Q�YDULRXV�ZD\V��DV�ZH�VKDOO�VHH��HDFK�RI�WKHVH�KDV�EHHQ�NH\�SDUWV�RI�WKH�VRLO

IHUWLOLW\�VWRU\�LQ�$IULFD��7KXV�ZKDW�PD\�DW�ILUVW�DSSHDU�WR�EH�JOREDO�VFLHQFH�DQG�SROLF\�LV�URRWHG�LQ�PXFK�PRUH

ORFDO��KLVWRULFDOO\�HPEHGGHG�SUDFWLFHV�

����'HDOLQJ�ZLWK�FRPSOH[LW\�DQG�XQFHUWDLQW\��WKH�DQDWRP\�RI�D�VFLHQWLILF�GLVSXWH

7KURXJK�WKH�ODQJXDJH�RI�¶EDODQFLQJ�WKH�ERRNV·��RI�LQSXWV�DQG�RXWSXWV��GUDZLQJ�GRZQ�FDSLWDO�VWRFNV��FUHDWLQJ

GHILFLWV�DQG�VR�RQ��GLVFXUVLYH�FRPPRQDOLWLHV�EHWZHHQ�WKH�ZRUOGV�RI�VFLHQFH��SODQQLQJ�DQG�SROLF\�PDNLQJ�DUH

FUHDWHG��6DQFKH]�HW�DO�������������DUJXH�WKDW��¶WKHUH�LV�DQ�H[DFW�FRQJUXHQFH�EHWZHHQ�WKH�FRQFHSWV�RI�FDSLWDO

                                                
�� 6HH�6FRRQHV�DQG�7RXOPLQ��������IRU�IXUWKHU�GLVFXVVLRQ�RI�WKHVH�



��

VWRFNV�DQG�VHUYLFH� IORZV� LQ�HFRQRPLFV�DQG� WKDW�RI�QXWULHQW�SRROV� DQG�IOX[HV� LQ� VRLO� VFLHQFH·����+RZHYHU� LQ

PDNLQJ�WKHVH�GLVFXUVLYH�OLQNDJHV� LPSRUWDQW�FRPSOH[LWLHV�DQG�XQFHUWDLQWLHV�DUH�RIWHQ�KLGGHQ�IURP�YLHZ��DQG

DPELJXLWLHV� LQWURGXFHG�� 2QH� VFLHQWLVW� FRPPHQWHG�� ¶3HRSOH� VD\� \RX� QHYHU� JHW� D� VWUDLJKW� DQVZHU� IURP� D

VFLHQWLVW�� 1H[W� \HDU� WKH\� VD\�� DQG� QH[W� \HDU� QHYHU� FRPHV�� 7KH\� DUH� ULJKW·�� 1RU� GRHV� VXFK� GDWD

XQFRQWURYHUVLDOO\� OHDG� WR�D�VWUDWHJ\�IRU�DFWLRQ��$QRWKHU�VFLHQWLVW�REVHUYHG�� ¶1XWULHQW�EXGJHWV�GRQ·W� WHOO� \RX

ZKDW�VKRXOG�EH�GRQH��13.�PD\�EH�EHLQJ�PLQHG��EXW�WKDW�GRHVQ·W�PHDQ�WKHUH�LV�D�GHILFLW�RU�LW·V�OLPLWLQJ�\LHOGV�

,W�PD\�EH�WKDW�VRLO�RUJDQLF�PDWWHU�LV�WKH�SUREOHP·�

7KH� ¶EODFN�ER[LQJ·� RI� XQFHUWDLQWLHV� ²� ZKHUH� NH\� DVVXPSWLRQV� DUH� UHPRYHG� IURP� IXUWKHU� GLVFXVVLRQ

�/DWRXU�������²�LV�SDUW�RI�UHJXODU�VFLHQWLILF�SUDFWLFH��$FFRUGLQJ�WR�DQ�,&5$)�VRLO�VFLHQWLVW��¶FORVXUH�GHSHQGV

RQ�WKH�PDJQLWXGH�RI� WKH�TXHVWLRQ�� ,W� FRPHV�GRZQ�WR�KRZ�FRPIRUWDEOH� \RX�DUH�PDNLQJ� VWURQJ�VWDWHPHQWV�

$QG�LW�GHSHQGV�RQ�\RXU�DXGLHQFH�²�ZKHWKHU�LWV�DQ�DFDGHPLF�MRXUQDO�RU�WKH�DQQXDO�UHSRUW�RI�WKH�LQVWLWXWH·��%XW

FULWLFDOO\�FORVXUH�DOORZV�\RX�WR�GR�RWKHU�WKLQJV��¶ZH�QHHG�WKH�ELJJHU�SLFWXUH��WKHQ�ZH�JR�GRZQ�WR�YLOODJHV�DQG

IDUPV·�� %XW� DPELJXLWLHV� DQG� XQFHUWDLQWLHV� DUH� QRW� RQO\� WKH� VWXII� RI� DJJUHJDWH� PRGHOV� ZLWK� PXOWLSOH

DVVXPSWLRQV��6FLHQWLVWV�QRW�RQO\�SURGXFH�FRQWLQJHQW�NQRZOHGJH�ZKHQ�WKH\�DGGUHVV�WKH� ¶ELJJHU�SLFWXUH·��EXW

DOVR�ZKHQ�WKH\�SURGXFH�WHFKQRORJLHV�DQG�UHFRPPHQGDWLRQV��DQG�¶JR�GRZQ�WR�YLOODJHV�DQG�IDUPV·�

,Q� VRPH� FRPPHQWDWRUV·� H\HV�� WKH� 6),� JUHZ� RXW� RI� SODQV� LQ� WKH� PLG�����V� IRU� D� 5RFN� 3KRVSKDWH

,QLWLDWLYH��53,���D�SODQ�WR�UHFDSLWDOLVH�VRLOV� WKURXJK�PDVVLYH�RQH�RII�DSSOLFDWLRQV�RI�SKRVSKDWH�URFN� �:RUOG

%DQN�HW�DO���������7KLV�UDLVHG�D�UDQJH�RI�WHFKQLFDO�LVVXHV�FHQWUHG�RQ�WKH�UHODWLYH�LPSRUWDQFH�RI�SKRVSKRURXV

RU�QLWURJHQ�DV�QXWULHQWV��DQG�TXHVWLRQV�VXUURXQGLQJ�WKH�EDODQFH�EHWZHHQ�PLQHUDO�DQG�RUJDQLF�DSSOLFDWLRQV��DV

ZHOO�DV�HFRQRPLF�LVVXHV�VXUURXQGLQJ�IHDVLELOLW\��$WWHPSWV�WR�LQWHJUDWH�URFN�SKRVSKDWH�DSSOLFDWLRQV�DQG�PRUH

RUJDQLF�DSSURDFKHV�DOVR�HPHUJHG��SURPSWLQJ�QHZ�ZRUN�RQ�LPSURYHG�IDOORZV�DQG�JUHHQ�PDQXULQJ�E\�,&5$)

DQG�SDUWQHUV�XVLQJ�D�UDQJH�RI�¶ZRQGHU�SODQWV·�VXFK�DV�7LWKRQLD�DQG�6HVEDQLD��DPRQJ�RWKHUV���7KH�EHQHILWV�RI

WKLV�DSSDUHQW�ZLQ�ZLQ�WHFKQLFDO�VROXWLRQ�ZDV�SUHVHQWHG�LQ�D�GLVFXVVLRQ�ZLWK�D�VHQLRU�UHVHDUFKHU�LQ�,&5$)�

1� LV� ELRORJLFDO� ²� LW� FDQ� EH� WDNHQ� FDUH� RI� WKURXJK� LPSURYHG� IDOORZ�� 6R� WKH� ROG� DUJXPHQW� WKDW� VXFK

QXWULHQWV�DUH�WRR�EXON\�WR�WUDQVSRUW�GLVDSSHDUV��<RX�FDQ�JHW����²����NJ�RI�1�SHU�KHFWDUH��DQ�DPRXQW

DQ\�(XURSHDQ�IDUPHU�ZRXOG�UHVSHFW�� ODERXU�PD\�EH�D�SUREOHP�RI�FRXUVH��3�ZRQ·W�ZRUN�ELRORJLFDOO\�²

763�LV�2.��EXW�ZK\�QRW�XVH�ORFDO�URFN�SKRVSKDWH�²�VRPH�LV�YHU\�KLJK�TXDOLW\��0LQMLQJX�PHOWV�LQ�WKH�VRLO�

LW·V�ORYHO\��WKH�EHVW�\RX�FDQ�JHW�����DQ�LQYHVWPHQW�RI�����NJ�RI�35�RQFH�HYHU\���RU����\HDUV�LV�EHVW��/LWWOH

E\�OLWWOH�LV�MXVW�QRW�DV�JRRG�����QRZ�ZH�QHHG�WR�FRQYLQFH�WKH�GRQRUV�WR�LQYHVW�

+RZHYHU�� WKHUH� DUH� VXEVWDQWLDO� GRXEWV�ZLWKLQ� WKH� VRLO� VFLHQFH� FRPPXQLW\� DERXW� WKH� HIILFDF\� RI� ODUJH�VFDOH

DSSOLFDWLRQV�RI�SKRVSKRUXV��DQG�WKH�VRXQGQHVV�RI�WKH�VFLHQFH�XVHG�WR�MXVWLI\�VXFK�DQ�DSSURDFK��2QH�VFLHQWLVW

FRPSODLQHG�RI�WKH�ODFN�RI�¶VFLHQWLILFDOO\�VRXQG�UHDVRQV�WR�DGYRFDWH�ODUJH�LQSXWV�RI�URFN�3��:H�QHHG�UHDO�GDWD

RQ� WKH� UHDO� HIIHFWV� RI� URFN� 3� DQG� VROXEOH� 3·�� KH� VDLG�� ,Q� DQ� DWWHPSW� WR� UHVROYH� VRPH� RI� WKLV� GHEDWH�

                                                
�� 6DQFKH]� HW� DO�� FRQWLQXH�� ¶7KH� DERYH�GHILQHG� QXWULHQW� FDSLWDO� VWRFNV� DV� GLVFUHWH� SRROV� ILW� ZHOO� ZLWK� HFRQRPLF

FRQFHSWV��1XWULHQW�IOX[HV�GXULQJ�WKH�JURZLQJ�SHULRG�DUH�V\QRQ\PRXV�WR�VHUYLFH�IORZV� LQ�HFRQRPLFV��6XFK�IOX[HV
VXEWUDFW�IRUP�WKH�QXWULHQW�FDSLWDO�DQG�DUH�WKXV�DQDORJRXV�WR�WKH�FRQFHSW�RI�GHSUHFLDWLRQ·������������



��

H[SHULPHQWV�ZHUH�UXQ�ORRNLQJ�DW�GLIIHUHQW�GRVH�UDWHV��7R�PDQ\��WKH�UHVXOWV�RI�WKHVH�WULDOV�ZHUH�LQFRQFOXVLYH�

EXW�D�GHFLVLRQ�ZDV�HYHQWXDOO\�PDGH�WR�SURFHHG�ZLWK�SLORW�ZRUN�LQ�ZHVWHUQ�.HQ\D�

:KDW�ZDV� NH\� WR� WKLV� GHFLVLRQ�²� GLVFXVVLRQV� UHYHDOHG�²�ZDV� WKDW�ZHOO�SRVLWLRQHG� VFLHQWLVWV�ZLWKLQ� WKH

RUJDQLVDWLRQ�ZHUH�FRQYLQFHG�RI� WKH�FDVH�DQG�ZHUH�DEOH� WR�FDUU\�WKH�DUJXPHQW��GHVSLWH� WKH�GRXEWV�RI�RWKHU

FROOHDJXHV��$�NH\�IDFWRU�KHUH�ZDV�WKDW�D�FRXQWU\�WDVN�PDQDJHU�ZLWK�D�WHFKQLFDO�EDFNJURXQG�LQ�WKH�:RUOG�%DQN

ZDV�KLPVHOI�FRQYLQFHG�DQG�SUHVHQWHG�WKH�RSSRUWXQLW\�RI�GHYHORSLQJ�D�IXQGHG�SURMHFW��+H�FRPPHQWHG�WR�XV

WKDW�GHVSLWH�WKH�XQFHUWDLQWLHV�WKHUH�ZDV�QR�IXQGDPHQWDO�SUREOHP��8QFHUWDLQWLHV�FRXOG�EH�GHDOW�ZLWK�DV�WKH\

ZHQW�DORQJ�

+RZ�WR�PDNH�URFN�SKRVSKDWH�PRUH�VROXEOH�LV�WKH�NH\�LVVXH�LQ�,&5$)��7KH\�DUH�UHOXFWDQW�WR�UHOHDVH�LW

EHIRUH� WKH\� DUH� VXUH�� ,� VD\�ZH� VKRXOG� ORRN� IRU� D� VROXWLRQ�ZKLOH�ZH� DUH� H[SDQGLQJ�� 6FLHQWLVWV�ZDQW� WR

NQRZ�ZK\��EXW�LI�WKH�UHVXOWV�GRQ·W�GR�DQ\�KDUP�WKHQ�VR�ZKDW��7KLV�LV�GHYHORSPHQW�

$QRWKHU�,&5$)�VFLHQWLVW�DUJXHG�WKH�FDVH�IRU�DQ�DGDSWLYH�DSSURDFK��ZKHUH�UHFRPPHQGDWLRQV�DUH�UHILQHG�LQ

WKH�OLJKW�RI�RQJRLQJ�UHVXOWV�

:H�QHHG� WR�XQGHUVWDQG�ZK\� WKLQJV�GR� DQG�GRQ·W�ZRUN� ����ZH� JHW� IHHGEDFN� IURP�GHYHORSPHQW� VD\LQJ

ZKDW�WKH�QHHGV�DUH��DQG�WKHQ�VFLHQFH�WULHV�WR�SURYLGH�WKH�LQIRUPDWLRQ���IRU�H[DPSOH�ZLWK�WKH�ZHVW�.HQ\D

SLORW�SURMHFW��6FLHQWLVWV�FUHDWH�RSWLRQV��ZKDW�VRUW�RI�WKLQJV�PLJKW�EH�VXLWDEOH�IRU�GLIIHUHQW�FRQGLWLRQV«

)RU�H[DPSOH��0XFXQD�LQ�VRPH�SODFHV�ZLOO�ZRUN��LQ�VRPH�LW�ZRQ·W��DQG�LQ�VRPH�LW�ZLOO�EH�WHUULEOH�

%XW�RWKHUV�ZRXOG�QRW�DFFHSW�WKLV�ORJLF��DUJXLQJ�WKDW�PRYLQJ�DORQJ�LWHUDWLYHO\�ZDV�DOO�YHU\�ZHOO�LQ�SULQFLSOH��EXW

LI� WKHUH�ZHUH� IXQGDPHQWDO� GRXEWV� DPRQJ�SHHUV� DERXW� WKH�ZLVGRP�RI� WKH�SDWK� DGYRFDWHG�� WKHQ� VXEVWDQWLDO

LQYHVWPHQWV�FRXOG�EH�YHU\�PLVSODFHG�

<RX�KDYH�WR�WKLQN�DERXW�WKH�FRVWV�WR�WKH�WD[�SD\HU��7KH�H[SHULPHQWV�RQO\�UDQ�IRU�WZR�\HDUV�DQG�UHDOO\

\RX� QHHGHG� PXFK� ORQJHU�� 2WKHU� WKLQJV� FRXOG� KDYH� H[SODLQHG� WKH� UHVSRQVH�� 7KH� EHVW� XVH� RI� SXEOLF

PRQH\�IRU�VRLO� IHUWLOLW\� LV� WR�EXLOG�URDGV��)DUPHUV�ZLOO�GR� LW� WKHPVHOYHV� LI� WKHUH� DUH�PDUNHWV� DQG�JRRG

LQIUDVWUXFWXUH�

2UJDQLVDWLRQDO�²�DQG�SDUWLFXODUO\�IXQGLQJ�²�LPSHUDWLYHV�RIWHQ�GULYH�WKH�DJHQGD��0DJLF�EXOOHWV�DQG�ELJ� LGHDV

KDYH�PXFK�DSSHDO��:KLOH�WKH�ZKROH�DSSURDFK�RI�ORRNLQJ�IRU�D�VLQJOH�VROXWLRQ�ZDV�UHJXODUO\�VFRUQHG�E\�RXU

LQIRUPDQWV��WKH�UDWLRQDOH�IRU�VXFK�DQ�DSSURDFK�ZDV�DOVR�ZLGHO\�DSSUHFLDWHG��2QH�VFLHQWLVW��ZKLOH�VFHSWLFDO�RI

WKH�WHFKQLFDO�PHULWV�RI�URFN�SKRVSKDWH�UHFDSLWDOLVDWLRQ�QRWHG��¶,�GRQ·W�EHOLHYH�LQ�RQH�RII�UHFDSLWDOLVDWLRQ��,W·V

ORJLVWLFDOO\�LPSUDFWLFDO�IRU�RQH�WKLQJ�����EXW�PRGHVW�WKLQJV�JHW�QR�PRQH\·�

7KXV�� ZKLOH� WKHUH� DUH� RIWHQ� XQFHUWDLQWLHV� DQG� GLVSXWHV� DURXQG� WKH� VFLHQWLILF� HIILFDF\� RI� SDUWLFXODU

VROXWLRQV��WKHUH�DUH�DOVR�GHEDWHV�DERXW�WKH�SULQFLSOHV�XSRQ�ZKLFK�GHFLVLRQV�WR�PRYH�DKHDG�VKRXOG�EH�WDNHQ�

)RU� VRPH�� \RX� GR� QRWKLQJ� XQWLO� \RX� DUH� VXUH�� IRU� RWKHUV� \RX�PRYH� DKHDG� FDXWLRXVO\�� DQG� IRU� VWLOO� RWKHUV

VFLHQWLILF� UHFRPPHQGDWLRQV� QHHG� WR� EH� ORRNHG� DW� LQ� D� EURDGHU� SHUVSHFWLYH� ORRNLQJ� DW� VRFLDO� DQG� SROLWLFDO

IDFWRUV� DQG�SRVVLEOH� FRQVHTXHQFHV�� DV�ZHOO� DV� HFRQRPLF�RSSRUWXQLW\� FRVWV��9DOXHV�� ULVNV� DQG�XQFHUWDLQWLHV�



��

WKRXJK�QRW�RIWHQ�GLUHFWO\� DGGUHVVHG�� DUH� NH\�SDUWV�RI� VFLHQFH� LQ�SUDFWLFH�� 6FLHQFH� WKHUHIRUH� EHJLQV� WR� ORRN

PXFK�PRUH�FRQWLQJHQW��DQG�PXFK�PRUH�ERXQG�XS�ZLWK�LQVWLWXWLRQDO�SUDFWLFHV�DQG�RUJDQLVDWLRQDO�RU�SROLWLFDO

UHDOLWLHV��:KDW�DFWXDOO\�KDSSHQV��ZKHWKHU�D�SUREOHP�GHILQLWLRQ��RU�DQ�RIIHUHG�VROXWLRQ��PRYHV�WR�D�SRVLWLRQ�RI

LQIOXHQFH� FDQ� DPRXQW� WR� ZKHWKHU� ZHOO�ORFDWHG� DFWRUV� WDNH� WKLQJV� XS� DQG� SXW� WKHLU� ZHLJKW� EHKLQG� WKHP�

,QGLYLGXDOV�LQ�NH\�RUJDQLVDWLRQV�SXEOLFLVLQJ�GDWD��IRU�H[DPSOH��RU�D�SURMHFW�PDQDJHU�GHFLGLQJ�WR�PRYH�DKHDG

DQG�LQYHVW�LQ�D�WHFKQRORJ\��7KH�FHQWUDOLW\�RI�WKHVH�QHWZRUNV�RI�DFWRUV�WR�WKH�GHYHORSPHQW�RI�WKH�6),�LV�WKH

WKHPH�RI�WKH�QH[W�VHFWLRQ�

��� �(;7(1',1*�7+(�,'($6��7+(�&5($7,21�2)�$&725�1(7:25.6

)RU� VRPH� VFLHQWLVWV� ZH� VSRNH� WR� VFLHQFH� ZDV� DVVXPHG� WR� LQIOXHQFH� SROLF\� LQ� D� UDWKHU� OLQHDU� IDVKLRQ�

.QRZOHGJH�ZDV�SURGXFHG�� DQG� WKHQ�RIIHUHG� WR�SROLF\�PDNHUV�ZKR� WKHQ� GHFLGH� RQ� DSSURSULDWH� FRXUVHV�RI

DFWLRQ�� ¶ZH�GHYHORS� H[SHUWLVH� DQG� OHW� SROLF\�PDNHUV� NQRZ� WKH� FRVWV� DQG�EHQHILWV�RYHU� ��� \HDU� SURMHFWLRQV�

FRQVHTXHQFHV�RI�GLIIHUHQW�SROLFLHV��HQDEOLQJ�SROLF\�PDNHUV�WR�PDNH�FRPSDULVRQV�RI�GLIIHUHQW�VFHQDULRV·�

7KLV�YLHZ�LV��KRZHYHU��SUREOHPDWLF��,W�PD\�EH�SDUW�RI�WKH�VWRU\��EXW�WKHUH�LV�DOVR�UHDVRQ�WR�EHOLHYH�WKDW

VFLHQWLVWV� LQWHUDFW� ZLWK� SROLF\�PDNHUV� LQ� PDQ\� GLIIHUHQW� ZD\V�� DQG� DW� PDQ\� MXQFWXUHV�� ,Q� WKLV� SURFHVV

GRPLQDQW�QDUUDWLYHV�DUH�FUHDWHG�DQG�PDLQWDLQHG��/RRNHG�DW�WKLV�ZD\��SROLF\�VKRXOG�QRW�EH�XQGHUVWRRG�DV�SDUW

RI�D�SURFHVV�RI� ¶VSHDNLQJ� WUXWK� WR�SRZHU·�� DV� VRPH�PRGHOV�RI�SROLF\�PDNLQJ�DVVXPH����$V� WKLV�VHFWLRQ�ZLOO

DUJXH��SROLFLHV�HPHUJH�LQVWHDG�WKURXJK�WKH�LQWHUDFWLQJ�VLWXDWHG�SUDFWLFHV�RI�VFLHQWLVWV�DQG�SROLF\�PDNHUV�DQG

WKURXJK�WKH�PXWXDO�FRQVWUXFWLRQ�RI�VWRU\OLQHV�DQG�WKH�EXLOGLQJ�RI�QHWZRUNV�DQG�FRDOLWLRQV�

7KH�FUHDWLRQ�RI�DFWRU�QHWZRUNV�FDQ�EH�XQGHUVWRRG�DV�D�SURFHVV�RI�EXLOGLQJ�HYHU�WKLFNHQLQJ�ZHEV� WKDW

UXQ�EHWZHHQ�WKH�VXSSRVHGO\�GLVWLQFW�UHDOPV�RI�VFLHQFH�DQG�SROLF\��EXLOGLQJ�K\EULGV�RI�¶IDFW·�DQG�¶YDOXH·��DQG

VR� FUHDWLQJ� NQRZOHGJH� LQ� DFWLRQ� �/DWRXU� ������ ������� ([DPLQDWLRQ� RI� WKH� EXLOGLQJ� RI� VXFK� QHWZRUNV� LV

HVVHQWLDO�WR�XQGHUVWDQGLQJ�WKH�GHYHORSPHQW�RI�VRLO�IHUWLOLW\�D�JOREDO�SROLF\�SUREOHP��DQG�WKH�GHYHORSPHQW�DQG

VXEVHTXHQW�IDWH�RI�WKH�6),��(YLGHQFH�IRU�WKHVH�QHWZRUNV�FDQ�EH�IRXQG�LQ�WKH�UHIHUHQFHV�SHRSOH�PDNH�WR�HDFK

RWKHU� LQ�FRQYHUVDWLRQV�� LQ�SXEOLFDWLRQV�� LQ�UHIHUHQFH� OLVWV� WKDW�VXJJHVW� D� VKDUHG�YLVLRQ��RU� D� FRPPLWPHQW� WR

FHUWDLQ�QRUPV�

1HWZRUNV�DUH�EXLOW�WKURXJK�D�YDULHW\�RI�RYHUODSSLQJ�PHDQV��SHULRGV�RI�VKDUHG�VWXG\��EHLQJ�WDXJKW�E\�WKH

VDPH�SHRSOH��ZRUNLQJ�LQ�WKH�VDPH�RUJDQLVDWLRQV��DWWHQGLQJ�FRQIHUHQFHV��ZRUNVKRSV�DQG�VHPLQDUV��EHLQJ�RQ

DGYLVRU\� FRPPLWWHHV�� ZRUNLQJ� RQ� MRLQW� SURMHFWV�� FRRSHUDWLQJ� RQ� IXQGLQJ� SURSRVDOV�� VHUYLQJ� RQ� IXQGLQJ

FRPPLWWHHV��MRXUQDO�HGLWRULDO�ERDUGV��DFWLQJ�DV�UHIHUHHV�DQG�VR�RQ��7KHVH�RIWHQ�RYHUORRNHG�VRFLDO�SUDFWLFHV�²

ZKLFK�DUH�RIWHQ�VHHQ� DV� UDWKHU� LUUHOHYDQW� WR� WKH� VHHPLQJO\�PRUH� VXEVWDQWLYH� LVVXHV�RI�PDNLQJ�GHFLVLRQV�RU

GRLQJ� UHVHDUFK� ²� DUH� DFWXDOO\� KLJKO\� FRQVWLWXWLYH� LQ� EXLOGLQJ� D� SDUDGLJP� RU� D� GLVFLSOLQH� �FI�� /DWRXU� DQG

:RROJDU�������.QRUU�&HWLQD�������

6R��IRU�H[DPSOH��PDQ\�SURPLQHQW�WHFKQLFDO�VFLHQWLVWV�HQJDJHG�LQ�LQWHUQDWLRQDO�ZRUN�LQ�VRLO�VFLHQFH�KDYH

VWXGLHG�WRJHWKHU�DW�:DJHQLQJHQ�LQ�WKH�1HWKHUODQGV��0RQWSHOOLHU�LQ�)UDQFH��5HDGLQJ�RU�:\H�LQ�WKH�8.��DQG

                                                
�� 7KH�VFLHQWLILF�DGYLVRU\�FRPPLWWHH�PRGHO� LV�D�NH\�H[DPSOH��ZKHUH�H[SHUWV�DUH�FDOOHG� LQWR�RIIHU�DGYLFH�RQ�VSHFLILF

LVVXHV��RU�WR�¶GR�WKH�VFLHQFH·��DQG�RIIHU�DFFUHGLWHG�NQRZOHGJH�DERXW�DQ\�JLYHQ�VXEMHFW�



��

&RUQHOO�LQ�WKH�86$��FDUU\LQJ�ZLWK�WKHP�SDUWLFXODU�FRPPLWPHQWV�WR�VW\OHV�RI�VFLHQFH��DV�ZHOO�DV�QHWZRUNV�RI

FRQWDFWV�� 3URIHVVLRQDO� PHHWLQJV� DUH� DOVR� D� NH\� SDUW� RI� LQWHUQDWLRQDO� QHWZRUNLQJ�� )RU� LQVWDQFH�� WKH� :RUOG

&RQJUHVV�RI�6RLO�6FLHQFH�RU�PHHWLQJV�RI� WKH�6RLO�6FLHQFH�6RFLHW\�RI�$PHULFD�PD\�EH� FULWLFDO� HYHQWV�ZKHUH

QHWZRUNV� DUH� IRUPHG�� H[WHQGHG� DQG� UHLQIRUFHG�� ��� &HUWDLQ� MRXUQDOV� ²� VXFK� DV� WKH� 6RLO� 6FLHQFH� 6RFLHW\� RI

$PHULFD�-RXUQDO�²�PD\�DOVR�EH�NH\�URXWHV� IRU�H[FKDQJH��DV�ZHOO�DV�FHUWDLQ�HPDLO�GLVFXVVLRQ�JURXSV�RU�ZHE

EDVHG�LQWHUDFWLRQV��)XQGLQJ�VRXUFHV�DOVR�RIWHQ�ELQG�JURXSV�RI�SHRSOH�WRJHWKHU��)RU�H[DPSOH��WKH�LQYHVWPHQWV

E\� WKH� 5RFNHIHOOHU� )RXQGDWLRQ� LQ� HDVWHUQ� DQG� VRXWKHUQ� $IULFD� KDYH� EHHQ� LPSRUWDQW� LQ� OLQNLQJ� QDWLRQDO

DJULFXOWXUDO�UHVHDUFK�VFLHQWLVWV�ZLWK�LQWHUQDWLRQDO�DFWRUV��EDVHG�LQ�XQLYHUVLWLHV�RU�WKH�&*,$5�V\VWHP���

7KURXJK�WKHVH�QHWZRUNV�QRUPV�RI�JRRG�DQG�EDG�SUDFWLFH�DUH�UHLQIRUFHG��UHVHDUFK�DJHQGDV�DUH�VHW��DQG

RUWKRGR[LHV�RU�FRQYHQWLRQDO�ZLVGRPV�DUH�UHLWHUDWHG�DQG��YHU\�RIWHQ��GLVVHQWLQJ�RSLQLRQV�RU�XQFRQYHQWLRQDO

YLHZV�DUH�VXSSUHVVHG��6XFK�QHWZRUNV�DOVR�ZRUN�WR�DGYDQFH�WKH�LQWHUHVWV�RI�DQ�RYHUDOO�ILHOG��+HQFH��HYHQ�ZKLOH

SHRSOH�PD\�ORRN�DVNDQFH�DW�WKH�6PDOLQJ�DQG�6WRRUYRJHO�GDWD�LQ�RQH�UHVSHFW��WKH\�DOVR�VHH�LW�DV�D�JRRG�WKLQJ

PRUH�JHQHUDOO\��EHFDXVH�UDLVLQJ� WKH�SURILOH�RI�VRLO� VFLHQFH�DQG�SDUWLFXODUO\�RI� VRLO� IHUWLOLW\� LV� LPSRUWDQW�� DQG

SHUKDSV�FDQ�DOVR�EHQHILW�HYHU\ERG\�LQ�WKH�ILHOG�

7R�UHDFK�IXUWKHU�DQG�WR�H[WHQG�WR�RWKHU�VSKHUHV�QHWZRUNV�UHTXLUH�DFWRUV�ZKR�DUH�SURWDJRQLVWV��RU�¶SROLF\

HQWUHSUHQHXUV·�DV�WKH\�DUH�ODEHOOHG�LQ�WKH�OLWHUDWXUH��.LQJGRQ��������7R�WKRVH�ZKR�NQRZ�WKH�ILHOG�LW� LV�FOHDU

WKDW� WKHUH�DUH�VHYHUDO�FKDUDFWHUV� LQ� WKH� VRLO� IHUWLOLW\�ZRUOG�ZKR�KDYH�SOHQW\�RI� FKDULVPD��YLVLRQ�DQG�D�JRRG

VWUDWHJLF�VHQVH��$V�RQH�)$2�LQIRUPDQW�ZU\O\�ODEHOOHG�WKHP��¶WKH�]HDORWV·��7KHVH�ILJXUHV�FDQ�SOD\�FUXFLDO�UROHV

LQ�SXEOLFLVLQJ�DQ�LVVXH��VXFFLQFWO\�GHILQLQJ�WKH�XUJHQF\�RI�D�SUREOHP��DQG�RIIHULQJ�WKH�SRVVLELOLW\�RI�VROXWLRQV

WKDW�DUH�ZLWKLQ�UHDFK�� ,Q�D�ZRUOG�RI�FRPSOH[LW\��ZKHUH�PXOWLSOH� LVVXHV�FRPSHWH� IRU�DWWHQWLRQ� WKLV�DELOLW\� WR

GLVWLO�D�FOHDU��VLPSOH�DQG�SUHVVLQJ�QDUUDWLYH�VKRXOG�QRW�EH�XQGHUHVWLPDWHG�

+HQN�%UHPDQ·V�DELOLW\�WR�VWULNLQJO\�VXJJHVW�LQ�WKH�����V�WKDW�WKH�SUREOHP�RI�WKH�6DKHO�ZDV�RQH�SULPDULO\

RI�IHUWLOLW\��UDWKHU�WKDQ��DV�ZDV�FRQYHQWLRQDOO\�DVVXPHG��ODFN�RI�ZDWHU��LV�DQ�H[DPSOH�RI�D�VRXQG�ELWH�DSSURDFK

WKDW� ZDV� LPPHQVHO\� FKDOOHQJLQJ� EHFDXVH� RI� LWV� VKHHU� GLUHFWQHVV�� $QG� LW� FDPH� DORQJ� ZLWK� D� VROXWLRQ� DJDLQ

JUDSKLFDOO\�FRPPXQLFDWHG��SXEOLFLW\�SRVWHUV�RI�EDJV�RI�IHUWLOLVHU�EHLQJ�GURSSHG�IURP�D�SODQH�RYHU�WKH�6DKHO���

7KLV�DELOLW\�WR�FRPPXQLFDWH�VKRXOG�QRW�EH�XQGHUHVWLPDWHG��DQG�LPDJLQDWLYH�ILJXUHV�FRPPLWWHG�WR�KDYLQJ�DQ

LPSDFW�LQ�WKH�SXEOLF�GRPDLQ�KDYH�EHHQ�FHQWUDO�WR�WKH�KLJKOLJKWLQJ�RI�VRLO�IHUWLOLW\�LVVXHV�LQ�WKH� LQWHUQDWLRQDO

DUHQD��&KDPSLRQV�DUH�LPSRUWDQW��$V�RQH�VHQLRU�UHVHDUFKHU�FRPPHQWHG��¶3URIHVVRU�GH�:LW�VWDUWHG�DOO�WKLV�LQ

WKH�����V��7KHVH�ZHUH�KLV�LGHDV��,�ZLVK�,·G�ZRUNHG�ZLWK�KLP��,�ORYH�WKDW�PDQ·�

7KHVH�¶SROLF\�HQWUHSUHQHXUV·�FOHDUO\�FRPPXQLFDWH�DQG�SXEOLFLVH�HIIHFWLYHO\��%XW�QRW�RQO\�WKDW��7KH\�DUH

DOVR�RIWHQ�H[FHOOHQW� VWUDWHJLF�SOD\HUV��ZKR�NQRZ�KRZ�WR�SHUVXDGH��RU� HYHQ� FDMROH��ZKHUH� WR� H[HUW� OHYHUDJH�

ZKHQ�WKH�WLPH�LV�ULJKW�WR�PDNH�D�SXVK�DQG�H[DFWO\�ZKR�WR�WDUJHW�WR�H[WHQG�LQIOXHQFH�DQG�KRZ��/DWRXU�UHIHUV

WR� WKHVH� SURFHVVHV� DV� ¶HQUROOLQJ·�� H[WHQGLQJ� WKH� SRZHU� DQG� UHDFK� RI� DQ� DFWRU�QHWZRUN� E\� EULQJLQJ� PRUH

                                                
�� )RU�H[DPSOH��WKH�%XOOHWLQ�RI�WKH�6RLO�6FLHQFH�6RFLHW\�RI�$PHULFD�SXEOLFDWLRQ�E\�6DQFKH]�HW�DO����������IROORZLQJ�D

NH\�PHHWLQJ� LQ� ,QGLDQDSROLV� LQ� ������ $OVR�� WKH� ��WK�:RUOG� &RQJUHVV� LQ�0RQWSHOOLHU� ZKHUH� WKH� LGHD� IRU� D� 6RLOV
&RQYHQWLRQ�HPHUJHG�

�� )RU�H[DPSOH�6RLO)HUW1HW�LV�FRRUGLQDWHG�E\�&,00<7�LQ�+DUDUH�DQG�LQYROYHV�UHVHDUFK�VFLHQWLVWV�IURP�=LPEDEZH
DQG�0DODZL��ZLWK�VXSSRUW�IURP�D�VHQLRU�VRLO�VFLHQWLVW�VHFRQGHG�IURP�D�8.�XQLYHUVLW\�

�� 6HH�3HQQLQJ�GH�9ULHV�DQG�'MLWq\H��������IRU�WKH�VFLHQWLILF�RYHUYLHZ�RI�WKH�SURMHFW��DQG�%UHPDQ�DQG�8LWKRO�������
IRU�D�VXPPDU\�ZLWK�SXEOLFLW\�PDWHULDOV�



��

LQGLYLGXDOV�LQWR�LWV�DPELW��6WUDWHJLVLQJ�LV�NH\��XVLQJ�FRQQHFWLRQV�WR�SXVK�D�SRLQW��LGHQWLI\LQJ�SHRSOH�ZKR�FDQ

LQ�WXUQ�XVH�WKHLU�OLQNV�WR�RWKHUV�

����&UHDWLQJ�D�JOREDO�QHWZRUN��WKH�RULJLQV�RI �WKH�6),

7KHVH�SURFHVVHV�RI�QHWZRUN�H[WHQVLRQ�ZHUH�NH\�WR�WKH�ODXQFK�RI�WKH�6),�DQG�WKH�LQLWLDO�VSODVK�LW�PDGH��2QH

LQIRUPDQW�H[SODLQHG�KRZ�KH�VDZ�WKH�GHYHORSPHQW�RI�WKH�6),�

7KH�6),�VWDUWHG�KHUH��7KUHH�\HDUV�DJR�ZH�WRRN�SROLF\�PDNHUV�WR�WKH�ILHOG�DQG�WKDW·V�ZKHQ�LW�UHDOO\�WRRN

RII��$�NH\�SOD\HU�ZDV�%RE�%ODNH� >$PEDVVDGRU�5REHUW�%ODNH�� FKDLU�RI� WKH�&RPPLWWHH�RQ�$JULFXOWXUDO

6XVWDLQDELOLW\�IRU�'HYHORSLQJ�&RXQWULHV�DQ�LQIOXHQWLDO�1*2�OREE\�JURXS�EDVHG�LQ�:DVKLQJWRQ�'&@��+H

LV�DQ�ROG�IULHQG��KH�VDLG�ZKHQ�\RX·YH�JRW�VRPHWKLQJ�FDOO�PH��+H�FDPH�WR�=DPELD���PRQWKV�ODWHU�DQG�VDZ

>WKH� LPSURYHG� IDOORZ�H[SHULPHQWV@� DQG�UDLVHG�KRO\�KHOO��+H� VDZ�:ROIHQVRKQ� >3UHVLGHQW�RI� WKH�:RUOG

%DQN@��DQG�ZH�JRW�WKH�FRQFHSW�QRWH�RI�WKH�6),�

%ODNH�UHWXUQHG� WR�:DVKLQJWRQ�DQG�ZURWH�DQ� LPSDVVLRQHG�DQG�GHWDLOHG� WZHQW\�SDJH� OHWWHU� WR�:ROIHQVRKQ���

:ROIHQVRKQ�FDOOHG�LQ�D�UDQJH�RI�DGYLVRUV�WR�KHOS�GUDIW�D�UHSO\����6KRUWO\�DIWHUZDUGV��DW�D�FULWLFDO�VWDJH�LQ�WKH

%DQN·V�UHWKLQNLQJ�RI�LWV�UXUDO�GHYHORSPHQW�VWUDWHJ\�DQG�VXSSRUW�IRU�$IULFD�KH�VWDUWHG�DGGLQJ�VRLO�IHUWLOLW\�DV�D

NH\�LVVXH�WR�KLV�VSHHFKHV��,Q�KLV�2FWREHU����������UHSO\�WR�%ODNH�KH�REVHUYHG�

<RXU� OHWWHU�SURYLGHV�PDQ\� YDOXDEOH� LQVLJKWV� DQG� VROXWLRQV� DLPHG� DW� UHYLWDOL]LQJ� DJULFXOWXUH� LQ�$IULFDQ

FRXQWULHV�E\�UHVWRULQJ�VRLO�IHUWLOLW\�DQG�LQFUHDVLQJ�DJULFXOWXUDO�SURGXFWLYLW\��%DVHG�RQ�RXU�H[SHULHQFH� LQ

WKH�UHJLRQ��ZH�DJUHH�ZLWK�\RXU�DVVHVVPHQW�WKDW�FRQWLQXRXV�PLQLQJ�RI�VRLO�QXWULHQWV� WKURXJKRXW�$IULFD

KDV� FRQWULEXWHG� WR� ORZHU� FURS� SURGXFWLYLW\� DQG� VORZ� DJULFXOWXUDO� JURZWK��:LWKRXW� UHVWRUDWLRQ� RI� VRLO

IHUWLOLW\�� $IULFD� IDFHV� WKH� SURVSHFW� RI� VHULRXV� IRRG� LPEDODQFHV� DQG� ZLGHVSUHDG� PDOQXWULWLRQ�� ,W� LV

WKHUHIRUH� LPSRUWDQW�WKDW�$IULFDQ�FRXQWULHV� LPSOHPHQW�DFWLRQV� LQYROYLQJ�VWDNHKROGHUV�DW�ERWK� WKH� ORFDO

DQG�QDWLRQDO�OHYHOV�

7KH�FDSWXULQJ�RI�VRPH�NH\�SOD\HUV�RI�WKH�:DVKLQJWRQ�SROLF\�HOLWH�ZDV�FHUWDLQO\�VHHQ�DV�LQGLFDWLQJ�D�VLJQLILFDQW

H[SDQVLRQ�RI�WKH�VRLO�IHUWLOLW\�DFWRU�QHWZRUN��0HDQZKLOH��RWKHU�PRUH�MXQLRU�RIILFLDOV�LQ�WKH�%DQN�KDG�VLPLODUO\

EHHQ�ZRUNLQJ�WR�UDLVH�WKH�LVVXH��DQG�KDG�SURGXFHG�QRWHV�GRFXPHQWLQJ�WKH�DODUPLQJ�QDWXUH�RI�WKH�VRLO�IHUWLOLW\

SUREOHP�� DQG�XVLQJ� WKH� VWXGLHV� DQG� ILJXUHV�GLVFXVVHG�DERYH� �:RUOG�%DQN��������7KHVH� WKLQJV�ZHUH�NH\� WR

ZKDW�RQH�:RUOG�%DQN�VWDIIHU�FDOOHG�WKH�¶ILUVW�SKDVH·�RI�WKH�6),��¶7KH�ILUVW�SKDVH�ZDV�WR�SXW�WKH�LVVXH�RQ�WKH

DJHQGD�DQG�LW�ZRUNHG�TXLWH�ZHOO��-RKQVRQ�WKH�(QYLURQPHQWDOO\�DQG�6RFLDOO\�6XVWDLQDEOH�'HYHORSPHQW�9LFH�

3UHVLGHQW�FDPH�RQ�ERDUG��DQG�WKHQ�¶WKH�3RSH·�²�:ROIHQVRKQ·�

7KH�:RUOG�)RRG�6XPPLW�OLNHZLVH�SURYLGHG�DQ�H[FHOOHQW�RSSRUWXQLW\�IRU�WKRVH�ZLWK�D�YLVLRQ�IRU�JOREDO

DFWLRQ�RQ�VRLO�IHUWLOLW\��2IILFLDOV�LQ�)$2�VXJJHVWHG�WKH\�KDG�DOVR�SOD\HG�D�NH\�UROH�OREE\LQJ�WKH�%DQN��¶:H�>LQ

)$2@� PDQDJHG� WR� FRQYLQFH� WKH� WHFKQLFDO� SHRSOH� LQ� WKH� %DQN� WKDW� RXU� VROXWLRQV� ZHUH� VXIILFLHQWO\

                                                
�� 5REHUW�%ODNH·V�¶RSHQ�OHWWHU·�RI���0D\�������LV�UHSURGXFHG��LQ�SDUW��LQ�)HUWLOL]HUV�DQG�$JULFXOWXUH��1RYHPEHU�����

�,)$�������
�� :ROIHQVRKQ·V�UHSO\��2FWREHU�����������LV�UHSURGXFHG�LQ�IXOO�LQ�)HUWLOL]HUV�DQG�$JULFXOWXUH��0DUFK�������,)$�������



��

VRSKLVWLFDWHG·����/LQNV�ZHUH�WKHQ�PDGH�WR�'LRXI��WKH�GLUHFWRU�RI�)$2��DQG�D�IRUPDO�ODXQFK�WRRN�SODFH�DW�WKLV

KLJK�SURILOH� LQWHUQDWLRQDO� VXPPLW�� :LWK� WKH� ODXQFK�� D� JORVV\� EURFKXUH� ZDV� SXW� RXW� ZLWK� D� IRUZDUG� E\

6HUDJHOGLQ�RI� WKH�:RUOG�%DQN��DQG�ZLWK� LQGLYLGXDO�VKHHWV� IRU�NH\�RUJDQLVDWLRQV�GHHPHG�SDUW�RI�WKH� IRUPDO

LQLWLDWLYH��LQFOXGLQJ�,&5$)��,)$��,)'&��WKH�:RUOG�%DQN��)$2��,)35,�DQG�86$,'��)$2�HW�DO���������(DFK

JDYH�GHWDLOV�DV�WR�ZK\�WKH\�ZHUH�FRPPLWWHG�WR�VRLO�IHUWLOLW\�DQG�ZKDW�WKH\�ZHUH�GRLQJ��7KH�HIIHFW�ZDV�WR�JLYH

WKH�LPSUHVVLRQ�WKDW�D�JOREDO�DFWRU�QHWZRUN�KDG�EHHQ�FUHDWHG�LQFRUSRUDWLQJ�D�81�ERG\��&*,$5�FHQWUHV��WKH

PDMRU�LQWHUQDWLRQDO�GHYHORSPHQW�EDQN��D�NH\�ELODWHUDO�DQG�WKH�IHUWLOLVHU�LQGXVWU\�

,Q�������D�\HDU�DIWHU� WKH�:RUOG�)RRG�6XPPLW�� WKHUH�ZDV�D�PDMRU� LQWHUQDWLRQDO�PHHWLQJ�RQ� WKH�6),� LQ

/RPp�ZKLFK� EURXJKW� WRJHWKHU� DJDLQ� DOO� WKH� NH\� SOD\HUV� DQG� DOVR� SRWHQWLDO� QHZ� SDUWQHUV�²� ODUJHO\� ELODWHUDO

GRQRUV��$�YHU\�LPSUHVVLYH�DFWRU�QHWZRUN�RI�JOREDO�UHDFK�KDG�EHHQ�FRQVWUXFWHG��)DFWV�KDG�EHHQ�H[WHQGHG��D

QHZ�JOREDO�SROLF\�SUREOHP�KDG�EHHQ�FUHDWHG��LPSRUWDQW�SHRSOH�ZHUH�LQWHUHVWHG�DQG�KDG�OHQW�WKHLU�YRLFHV��DQG

D�QHZ�DUFKLWHFWXUH�ORRNHG�WR�EH�PRYLQJ�LQWR�SODFH�WR�DGGUHVV�WKH�SUREOHP�

����/LQNLQJ�WKH�JOREDO�DQG�WKH� ORFDO

%XW� WKHVH� WDFWLFV� RI� EXLOGLQJ� QHWZRUNV� DQG� HQUROOLQJ� DFWRUV� ZHUH� QRW� RQO\� EHLQJ� XVHG� WR� FRQVWUXFW� DQ

LQWHUQDWLRQDO�FRDOLWLRQ��DQG�VR�D�VRLO�IHUWLOLW\�LQLWLDWLYH�ZLWK�FDSLWDO�OHWWHUV��WKH\�ZHUH�DOVR�EHLQJ�XVHG�WR�EXLOG

FULWLFDO� QHWZRUNV� LQ� SDUWLFXODU� FRXQWULHV�� OLQNLQJ� JOREDO� SURFHVVHV� WR� WKH� ORFDO�� $� UHVHDUFKHU� LQ� ,&5$)

SUHVHQWHG�KLV�LQWHUSUHWDWLRQ�DV�WR�KRZ�D�FRQFHUQ�ZLWK�VRLO�IHUWLOLW\�WRRN�RII�LQ�.HQ\D�

:H�WRRN�WKH�'XWFK�$PEDVVDGRU�DQG�WKH�DVVLVWDQW�0LQLVWHU�RI�)RUHLJQ�$IIDLUV�WR�WKH�ILHOG�WR�VHH�ZKDW

ZDV� JRLQJ�RQ� ����2Q� WKH�ZD\� EDFN� KH�ZDV� WUDYHOOLQJ� QH[W� WR� WKH�0LQLVWHU� RI�)LQDQFH� DQG�RQH� RI�RXU

WURRSV�ZDV� LQ� WKH�EDFNVHDW�� DQG�KH�RYHUKHDUG�KLP�VD\�\RX�KDYH�SKRVSKDWH� DQG� LW� FDXJKW�KLV� LQWHUHVW�

QRZ�LWV�LQ�WKH�0LQLVWU\�RI�$JULFXOWXUH�

$JDLQ�SHUVXDVLRQ��FRQWDFWV��PDNLQJ�RSSRUWXQLWLHV�DQG�VKRZLQJ�SHRSOH� WKLQJV�²SURFHVVHV�RI� FRQVWUXFWLRQ�²

ZHUH�NH\��7KH�XVH�RI�WKH�ZRUG�¶WURRSV·�DOVR�VXJJHVWV�WKH�GHJUHH�WR�ZKLFK�WKH�UHVHDUFKHU�YLHZV�KLV�ZRUN�DV�D

W\SH�RI�FDPSDLJQ��+H�ZHQW�RQ�WR�LQGLFDWH�KRZ�WKH�SURFHVV�ZHQW�IXUWKHU�ZKHQ�D�QHZO\�HQUROOHG�PHPEHU�RI

WKH�QHWZRUN�FDXJKW�VRPHWKLQJ�RI�WKH�YLVLRQ�DQG�ZHQW�DERXW�HQJDJLQJ�RWKHU�LPSRUWDQW�SOD\HUV�

&\UXV�>&\UXV�1GLULWX��.$5,��.HQ\DQ�$JULFXOWXUDO�5HVHDUFK�,QVWLWXWH��'LUHFWRU@�VDZ�RQH� WULDO�� ¶,�GRQ·W

QHHG�WR�VD\�DQ\WKLQJ�HOVH·��KH�VDLG��¶QRZ�WKLV�LV�D�.HQ\DQ�SUREOHP��ZH·OO�WDNH�WKH�OHDGHUVKLS·��:LWKLQ�WZR

PRQWKV�WKHUH�ZHUH�VHPLQDUV�LQ�WKH�0LQLVWU\�RI�)LQDQFH��&\UXV�JDYH�D�ERXTXHW�RI�WLWKRQLD�IORZHUV�DQG

H[SODLQHG��.HQ\DQV� UHDOO\� FDPSDLJQ�²� VRLO� FRQVHUYDWLRQ� LV� VWLOO� DXWKRULVHG� IURP� WKH� SUHVLGHQW·V� RIILFH�

.$5,�LV�QRZ�D�GRQRU�WR�,&5$)��7KH\�SXW�WKHLU�PRQH\�ZKHUH�WKHLU�PRXWK�LV�

+DYLQJ� FRQFUHWH�SLORW�SURMHFWV�� EDFNHG�E\� ORFDO� DGYRFDWHV��KDV�EHHQ� DQ� LPSRUWDQW� VWUDWHJ\� LQ�PDQ\�RI� WKH

1*2� DWWHPSWV� WR� LQIOXHQFH� SROLF\� LQ� WKLV� ILHOG�� 3HUKDSV� WKH�PRVW� VXFFHVVIXO� LQ� WKLV� UHJDUG� KDV� EHHQ� WKH

                                                
�� ,QWHUHVWLQJO\�VOLJKWO\�GLIIHUHQW�HPSKDVHV�DUH�SODFHG�E\�GLIIHUHQW�DFWRUV�RQ�GLIIHUHQW�QHWZRUNV�DQG�FRUUHVSRQGLQJO\

RQ�ZKR�GLG�WKH�NH\�ELWV�RI�HQUROOLQJ��7KLV�FDQ�EH�VHHQ�WR�VRPH�H[WHQW���DV�ZH�VKDOO�VHH� LQ� WKH�QH[W�VHFWLRQ�²� DV
GLIIHUHQW�RUJDQLVDWLRQV�FODLPLQJ�RZQHUVKLS�



��

6DVDNDZD�*OREDO� ����� SURJUDPPH�� ,Q�PDQ\� UHVSHFWV� WKLV� RUJDQLVDWLRQ� LV� SHFXOLDU� LQ� WKDW� LW� KDV� DFFHVV� WR

H[FHSWLRQDOO\�JRRG�FRQQHFWLRQV��7ZR�RI�WKH�PRVW�NH\�SOD\HUV�DUH�H[�86�3UHVLGHQW�-LPP\�&DUWHU�DQG�1RUPDQ

%RUODXJ��WKH�1REHO�/DXUHDWH�ZKR�ZDV�D�VLJQLILFDQW�SOD\HU�LQ�WKH�����V�*UHHQ�5HYROXWLRQ�LQ�$VLD��7KURXJK

WKHVH�FRQQHFWLRQV�OLQNV�EHWZHHQ�WKH�JOREDO�DQG�WKH�QDWLRQDO�DUH�PDGH��7KXV�GLUHFW�DFFHVV�WR�VHQLRU�RIILFLDOV�LQ

WKH�:RUOG�%DQN�DQG�$IULFDQ�3UHVLGHQWV�LV�QR�SUREOHP��)RU�H[DPSOH��3UHVLGHQW�0HOHV�=HQDZL�RI�(WKLRSLD�KDV

EHHQ�D�VWURQJ�VXSSRUWHU�RI�WKH�SURJUDPPH��DV�KDV�(G�-D\FR[�IRUPHU�%DQN�9LFH�3UHVLGHQW��ERWK�DSSHDULQJ�RQ

SXEOLFLW\�YLGHRV�IRU�WKH�1*2��6DVDNDZD�$IULFD�$VVRFLDWLRQ��������:KLOH�PDQ\�GR�QRW�QHFHVVDULO\�DJUHH�ZLWK

DOO�WKDW�6*�����GR��QR�RQH�TXHVWLRQV�WKHLU�HIIHFWLYHQHVV�DW�LQIOXHQFLQJ�SROLF\�LQ�D�QXPEHU�RI�FRXQWULHV��$V

RQH�FRPPHQWDWRU�SXW�LW��¶6*�����DUH�HIIHFWLYH�OREE\LVWV��SXVKLQJ�DQG�NLFNLQJ��WKH\�FRPH�DQG�NQRFN�RQ�WKH

GRRU·�

7KH�ORFDO�DGYRFDWHV�VR�HIIHFWLYHO\�PRELOLVHG�E\�6*�����LQ�(WKLRSLD�²�UDQJLQJ�IURP�WKH�3UHVLGHQW�WR�WKH

IDUPHUV�RI�6KDVKHPDQH�²�SURYLGH�D�GHJUHH�RI� OHJLWLPDF\�IRU�WKH�SURJUDPPH��:KLOH�RIWHQ�WDON�UHPDLQV�DW�D

UKHWRULFDO� OHYHO�� PXFK� LV� PDGH� WKHVH� GD\V� RI� WKH� QHHG� WR� GHPRQVWUDWH� D� ¶GHPDQG�OHG·� DSSURDFK� WR

GHYHORSPHQW��ZLWK� ORFDO� ¶VWDNHKROGHUV·�DQG�EXLOGLQJ�GHYHORSPHQW�SURJUDPPHV�RQ�WKH�EDVLV�RI� ¶SDUWQHUVKLS·

DQG� ¶SDUWLFLSDWLRQ·�� (QUROOLQJ� IDUPHUV� LQ� WKH� DFWRU�QHWZRUN� LV� WKHUHIRUH� DQ� LPSRUWDQW� SDUW� RI� WKH� VWUDWHJ\�

$FURVV� $IULFD� IDUPHUV� DUH� LQYROYHG� LQ� GHYHORSPHQW� SURMHFWV� ZKLFK� DUH� XVHG� DV� SLORWV� WR�PDNH� D� EURDGHU

SROLF\�SRLQW��:KHWKHU�LW�LV�WKH�7LWKRQLD�DQG�6HVEDQLD�JURZHUV�ZRUNLQJ�ZLWK�,&5$)�LQ�(DVWHUQ�=DPELD�RU�WKH

IDUPHUV�RI�(WKLRSLD�DSSO\LQJ�WKH�6*������IHUWLOLVHU�VHHG�SDFNDJH�LQ�(WKLRSLD��DOO�DUH�LPSRUWDQW�WR�WKH�ZLGHU

DFWRU�QHWZRUN��7KH�YLVLWV�RI�:ROIHQVRKQ�WR�=DPELD�RU�0HOHV�=HQDZL�WR�6KDVKHPDQH�KDYH�EHHQ�VHHQ�WR�EH

NH\� LQ� VLJQLILFDQW� SROLF\� VKLIWV� ZLWKLQ� WKH� :RUOG� %DQN� DQG� WKH� (WKLRSLDQ� JRYHUQPHQW� UHVSHFWLYHO\�� 7KH

'LUHFWRU� *HQHUDO� RI� ,&5$)� ZDV� DW� SDLQV� WR� SRLQW� RXW� KRZ� WKHLU� KLJKO\� WHFKQLFDO� ZRUN� RQ� VRLOV� DQG

DJURIRUHVWU\�ZDV�EDVHG�RQ�ORFDO�GHPDQG��¶6RLO�IHUWLOLW\�FDPH�XS�DV�DQ�LVVXH��)DUPHUV�WROG�XV�VRLO�IHUWLOLW\�LV�D

SUREOHP��:H� WUDQVIHU� IDUPHUV·� SDUWLFLSDWRU\�GLDJQRVLV� LQWR�KDUG� VFLHQFH·��%XW�ZKR� DUH� WKHVH� IDUPHUV"� ,W� LV

LPSRUWDQW� IRU� WKH� VWDELOLW\� RI� WKH� DFWRU�QHWZRUN� WR� KDYH� IDUPHUV� ZKR� DUH� ¶RQ�PHVVDJH·�� 7KHUH� LV� QRWKLQJ

ZRUVH� WKDQ�D�PLQLVWHULDO�YLVLW�ZKHUH� WKH� ¶ZURQJ·�PHVVDJH�FRPHV�DFURVV��)DUPHUV� DQG�SLORW�SURMHFW�VLWHV� DUH

WKXV�RIWHQ�FDUHIXOO\�VHOHFWHG�VXFK�WKDW�VXFFHVV�FDQ�EH�JXDUDQWHHG��3DUWLFLSDWLRQ�LQ�WHUPV�RI�WKH�WHFKQRORJLHV

WR�EH�WHVWHG�RU�WKH�PDQDJHPHQW�WHFKQLTXHV�WR�EH�DSSOLHG�LV�XVXDOO\�KLJKO\�FRQVWUDLQHG�

$FWRU�QHWZRUNV�RI�FRXUVH�QHHG�PDLQWHQDQFH��<RX�FDQ�HQURO�VHQLRU�LQIOXHQWLDO�SHRSOH�IRU�D�SHULRG�EXW�LW

LV�QRW�QHFHVVDULO\�HDV\�WR�PDLQWDLQ�WKHLU�LQWHUHVW��RU�VXSSRUW�LQ�D�ZD\�WKDW�LV�HIIHFWLYH��/LNHZLVH�\RX�FDQ�EXLOG�D

FRDOLWLRQ��RI�WKH�W\SH�OLVWHG�LQ�WKH�6),�SXEOLFLW\�EURFKXUH��EXW�\RX�DOVR�KDYH�WR�NHHS�WKRVH�DFWRUV�WKHUH�DFWLQJ

LQ�FRQFHUW��FRPPLWWHG�WR�D�FRUH�SURMHFW��7RR�PXFK�GLVVHQW�RU�H[FHVVLYH�FRPSURPLVH�FDQ�RQO\�DFW�WR�GLOXWH

WKH�PHVVDJH� DQG�GLVVLSDWH� WKH�QHWZRUN��)LQDOO\�� DQ\� JOREDO� DFWRU�QHWZRUN�QHHGV� OLQNV� WR� ORFDOLWLHV� ²� WR� WKH

QDWLRQDO� OHYHO�DQG�EHORZ��$�JOREDO� LQLWLDWLYH�ZLWK�QR�URRWV�PD\�EH�KDUG� WR� VXVWDLQ��$FWRU�QHWZRUNV�DURXQG

LQWHUQDWLRQDO� RUJDQLVDWLRQV� PXVW� WKHUHIRUH� PRYH� DFURVV� PDQ\� VFDOHV�� 1RW� RQO\� GR� NH\� ILJXUHV� LQ� WKH

LQVWLWXWLRQ�OLYH�LQ�D�K\EULG�ZRUOG�RI�VFLHQFH�DQG�SROLF\��DQG�LQ�D�ZRUOG�WKDW�EOXUV�WKH�OLQHV�EHWZHHQ�VFLHQWLILF



��

H[SHULPHQW�DQG�SUDFWLFDO�DSSOLFDWLRQ��EXW�WKH\�PXVW�DOVR�DVVLVW�LQ�ORFDOLVLQJ�D�JOREDO�GLVFRXUVH�DQG�JOREDOLVLQJ

ORFDO�GLVFRXUVHV���

��� �%85($8&5$7,&�32/,7,&6��,17(5�$1'�,175$�25*$1,6$7,21$/

'<1$0,&6

+DYLQJ� LGHQWLILHG� WKH� FHQWUDOLW\� RI� DFWRU�QHWZRUNV� WR� DQ� XQGHUVWDQGLQJ� RI� WKH� FUHDWLRQ� RI� D� VRLO� IHUWLOLW\

SUREOHP�� WKH� JOREDOLVDWLRQ� RI� SDUWLFXODU� IRUPV� RI� VFLHQWLILF� NQRZOHGJH�� DQG� FRQFRPLWDQW� IRUPV� RI

RUJDQLVDWLRQ��DQG�WKH� LPSRUWDQFH�RI�DQ�XQGHUVWDQGLQJ�RI�VFLHQWLILF�SUDFWLFH��ZH�PRYH�WR� ORFDWH�VFLHQFH�DQG

DFWRU�QHWZRUNV�LQ�EXUHDXFUDWLF�FRQWH[WV�

:H� KDYH� VHHQ� KRZ� VFLHQWLVWV� KDYH� WR� GHDO� ZLWK� WKH� WHQVLRQV� RI� EDODQFLQJ� WKH� QHHG� IRU� FRPSHOOLQJ

PHVVDJHV�ZLWK�DZDUHQHVV�RI�WKH�OLPLWDWLRQV�RI�WUDQVPLWWLQJ�PHVVDJHV�WKDW�REVFXUH�FRPSOH[LW\�DQG�XQFHUWDLQW\�

:H� KDYH� DOVR� VHHQ� WKH� LPSRUWDQFH� RI� FRQVWUXFWLQJ� DFWRU�QHWZRUNV�� DQG� WKH� FULWLFDO� UROH� RI� LQGLYLGXDOV� LQ

JHWWLQJ�WKH�6),�RII�WKH�JURXQG�LQ�WKH�ILUVW�SODFH��$OO�WKLV�WDNHV�SODFH�WDNHV�SODFH�DJDLQVW�D�EDFNGURS�RI�LQWHU�

DQG�LQWUD��RUJDQLVDWLRQDO�G\QDPLFV��8QGHUVWDQGLQJ�WKHVH�EXUHDXFUDWLF�VHWWLQJV�LV�NH\�WR�XQGHUVWDQGLQJ�KRZ�D

SODWIRUP�IRU�D�JOREDO� LQLWLDWLYH�ZDV�FRQVWUXFWHG�DQG�WKHQ�PRYLQJ�IURP�FRQFHSWLRQ�DQG�ODXQFK�WR�SODQQLQJ�

DQG�KRZ��ODWHU��WKH�LQLWLDWLYH�LQ�PDQ\�UHVSHFWV�FKDQJHG�VKDSH�DOWRJHWKHU�

,W�LV�ZRUWK�UHFDOOLQJ�ZKDW�H[DFWO\�WKH�UDWLRQDOH�ZDV�IRU�D�PDMRU�LQWHUQDWLRQDO�LQLWLDWLYH��7KH�FDVH�ZDV�SXW

LQ�D�GRFXPHQW�SURGXFHG�E\� WKH�)$2�,QYHVWPHQW�&HQWUH� LQ������� FDOOHG� ¶5HFDSLWDOLVLQJ�$IULFD·V� 6RLOV·�� WKH

VHFRQG�PDMRU�SDSHU�SURGXFHG�IRU�WKH�6),��'H�$OZLV��WKH�UHSRUW·V�DXWKRU��DUJXHG�WKDW�

7KHUH� LV� D� VWURQJ� FDVH� IRU� KHLJKWHQLQJ� WKH� DZDUHQHVV� DQG� IRFXV� RQ� VRLO� PDQDJHPHQW�� UHJHQHUDWLRQ

LVVXHV��SDUWLFXODUO\�LQ�$IULFD�«*LYHQ�WKH�ZLGH�UDQJH�RI�QDWLRQDO�DQG�LQWHUQDWLRQDO�UHVHDUFK�LQVWLWXWLRQV

FRQFHUQHG�ZLWK� VRLO�PDQDJHPHQW� DQG� IHUWLOLW\� LVVXHV�� DV� ZHOO� DV� WKH� ELODWHUDO� DQG�PXOWLODWHUDO� GRQRUV�

1*2V��LQWHUQDWLRQDO�DJHQFLHV�DQG�LQGXVWU\�LQVWLWXWLRQV�LQYROYHG��D�SURFHVV�RI�FROODERUDWLRQ�QHHGV�WR�EH

IRVWHUHG��7KH�%DQN�DQG�WKH�)$2�DUH�ZHOO�SODFHG�WR�IRVWHU�VXFK�FROODERUDWLRQ�ZLWK�D�YLHZ�WR�LGHQWLI\LQJ

RSSRUWXQLWLHV� IRU� LQYHVWPHQW� DQG� SROLF\� LQLWLDWLYHV�� DV� ZHOO� DV� IRU� FDWDO\]LQJ� VWXGLHV�� DQDO\VHV� DQG

GHYHORSPHQW�DVVLVWDQFH�GLUHFWHG�WR�XSJUDGLQJ�VRLO�SURGXFWLYLW\�DQG�UHVWRULQJ�VRLO�KHDOWK��'H�$OZLV������

����

,Q� RWKHU�ZRUGV�� D� UDQJH�RI� SHRSOH�ZHUH� GRLQJ� WKLQJV�� DQG�EULQJLQJ� WKHP� WRJHWKHU�PLJKW�PDNH� WKH�ZKROH

ELJJHU�WKDQ�WKH�VXP�RI�WKH�SDUWV��$V�D�FRPPHQWDWRU�LQ�WKH�:RUOG�%DQN�SXW�LW��¶WKH�6),�ZDV�D�NLQG�RI�IODJ·�

+RZHYHU�� WKLV� UDWKHU� EULJKW� YLHZ� RI� WKH� YLUWXHV� RI� FRRSHUDWLRQ� LV� RQO\� RQH� SDUW� RI� WKH� VWRU\�� $QRWKHU

FRPPHQWDWRU� VXJJHVWHG� WKHUH� ZHUH� RWKHU� IDFWRUV� DW� ZRUN�� ¶7KHUH� DUH� DJHQGDV� RI� FRXUVH�� LQVWLWXWLRQDO

VXUYLYDO����EXUHDXFUDWLF�DJHQGDV�DUH�NH\·�

                                                
�� 7KH�FRQWLQJHQF\�RI�WKHVH�ERXQGDULHV��DQG�WKH�VRFLDO�QDWXUH�RI�WKH�ZD\�ERXQGDULHV�DUH�FRQVWUXFWHG�EHWZHHQ�VFLHQFH

DQG�VRFLHW\�DUH�GLVFXVVHG� LQ�*LHU\Q� ��������6HH�DOVR�6KDFNOH\�DQG�:\QQH� ��������YDQ�GHU�6OXLMV� HW�DO�� �������DQG
-DVDQRII��������



��

6R�ZKDW�H[DFWO\�PLJKW�WKHVH�EXUHDXFUDWLF�DJHQGDV�KDYH�EHHQ"�%URDGO\�VHYHUDO�GLIIHUHQW�W\SHV�RI�UHDVRQ

DUH� GLVFHUQLEOH�� )RU� VRPH� RUJDQLVDWLRQV�� ZLWK� D� YHU\� VSHFLILF� VRLOV� PDQDJHPHQW� IRFXV�� WKHUH� LV� D� FOHDU

LPSHUDWLYH�WR�UDLVH�WKH�SURILOH�RI�VRLO�IHUWLOLW\��DQG�LPSRUWDQWO\��WR�HQVXUH�LW�KDV�D�FHUWDLQ�FRPSOH[LRQ��2WKHUV

KDYH� LQ� D� VHQVH� UHGHILQHG�SDUW�RI� WKHLU� FRUH�PLVVLRQ� DV�EHLQJ� DERXW� VRLO� IHUWLOLW\��2WKHUV�KDYH� MRLQHG� LQ�� LW

PLJKW� EH� DUJXHG�� EHFDXVH� RUJDQLVDWLRQV·� JOREDO� PDQGDWHV� UHTXLUH� LQWHUQDWLRQDO� LQLWLDWLYHV� DQG� VRLO� IHUWLOLW\

VWRRG�WKH�FKDQFH�RI�EHFRPLQJ�WKH�EDVLV�IRU�RQH����)RU�VWLOO�RWKHUV�VRLO�IHUWLOLW\�ZDV�QHYHU�JRLQJ�WR�EHFRPH�D

GHILQLQJ� LVVXH� FHQWUDO� WR� WKHLU�RUJDQLVDWLRQ�� ,Q� WKHVH� FDVHV� WKRXJK�� WKURXJK� WKH�ZRUN�RI� KLJKO\� FRPPLWWHG

LQWHUQDO�SURWDJRQLVWV��D�IRFXV�RQ�VRLO�IHUWLOLW\�IRU�ZRUN�RQ�DJULFXOWXUDO�DQG�QDWXUDO�UHVRXUFH�PDQDJHPHQW�LVVXHV

LQ�$IULFD�IXOILOOHG�D�FHUWDLQ�RUJDQLVDWLRQDO�QHHG�IRU�UDOO\LQJ�SRLQWV�DQG�IODJVKLS�WKHPHV�

,Q�WKLV�VHFWLRQ�ZH�ORRN�DW�D�QXPEHU�RI�WKH�NH\�RUJDQLVDWLRQDO�SOD\HUV�OLQNHG�WR�WKH�6),��:H�EHJLQ�ZLWK

RUJDQLVDWLRQV�ZLWK�YHU\�VSHFLILF�REMHFWLYHV��,)'&��IRU�H[DPSOH��KDV�DV�SDUW�RI�LWV�PDQGDWH�WKH�SURPRWLRQ�DQG

LPSURYHPHQW� RI� IHUWLOLVHU� XVH�� DQG� WKH� $IULFD� ZLQJ�� EDVHG� LQ� 7RJR�� RI� WKLV� 86�EDVHG� LQWHUQDWLRQDO

RUJDQLVDWLRQ�� KDV� D� VWURQJ� LQWHUHVW� LQ� $IULFD� ZLGH� LQLWLDWLYHV���� $� FORVH� DOOLDQFH� ZLWK� LQGXVWU\� SOD\HUV� ZDV

QHFHVVDU\�IRU�,)'&�JLYHQ�LWV�IRFXVVHG�LQWHUHVW�LQ�IHUWLOLVHU�VXSSO\�LVVXHV��7KLV�ZDV�SDUWLFXODUO\�HYLGHQW�WKURXJK

WKH�3DULV�EDVHG� ,)$�� D� ERG\�ZKLFK� UHSUHVHQWV� LQGXVWU\� LQWHUHVWV� DQG�� DW� OHDVW� LQ� WKH� HDUO\� VWDJHV�� ZDV� YHU\

PXFK�OLQNHG�LQ�ZLWK�6),�HIIRUWV���

)HUWLOLVHU�XVH�LQ�$IULFD�LV�REYLRXVO\�WLQ\�ZKHQ�YLHZHG�JOREDOO\��DQG�HYHQ�VPDOOHU�WKDQ�LW�RQFH�ZDV��JLYHQ

WKH�UHPRYDO�RI�VXEVLGLHV�DV�SDUW�RI�6WUXFWXUDO�$GMXVWPHQW�3URJUDPPHV��+RZHYHU��LW�LV�QRZ�YLHZHG�E\�VRPH

DV�RQH�RI�WKH�VLJQLILFDQWO\�H[SDQGLQJ�PDUNHWV��DOEHLW�IURP�D�VPDOO�EDVH��3DUWLFXODUO\�JLYHQ�WKH�IDFW�WKDW�PDQ\

SUHYLRXVO\� NH\�PDUNHWV�PD\� QRZ�EH� VKULQNLQJ� IRU� UHDVRQV� VXFK� DV� VXEVLG\�ZLWKGUDZDO� DQG� HQYLURQPHQWDO

UHJXODWLRQ��$�VHQVH�ZDV�H[SUHVVHG�E\�VRPH�ZH�VSRNH�WR�LQ�WKH�LQGXVWU\�WKDW��ZLWK�ORJLVWLFDO�DQG�LQIUDVWUXFWXUDO

LPSURYHPHQWV�� DQG� HYHQ� FRPSDUDWLYHO\� VLPSOH� PDUNHWLQJ� LQQRYDWLRQV�� VXFK� DV� VHOOLQJ� IHUWLOLVHU� LQ� VPDOOHU

SDFNV�DQG�ZLWK�D�PRUH�GLYHUVH�UDQJH�RI�FRPELQDWLRQV�RI�QXWULHQWV�RQ�RIIHU��VFRSH�IRU�VLJQLILFDQW�H[SDQVLRQ

PLJKW�H[LVW�LQ�VRPH�SODFHV�

'LVFXVVLRQV� DOVR� UHYHDOHG� WKDW� DJURFKHPLFDO� WUDQVQDWLRQDOV� VXFK� DV� 1RUVN� +\GUR� KDG� EHHQ� EXV\

DFTXLULQJ�VKDUHV�LQ�WKH�OLPLWHG�QXPEHU�RI�QDWLRQDO�FRPSDQLHV�WKDW�H[LVW�RQ�WKH�FRQWLQHQW��ZHUH�LQYROYHG�ZLWK

GLVFXVVLRQV�DERXW�WKH�GHYHORSPHQW�RI�QHZ�IHUWLOLVHU�IDFWRULHV�OLQNHG�WR�WKH�6),��DQG�JHQHUDOO\�ZHUH�H[SUHVVLQJ

D�VWUDWHJLF�LQWHUHVW�LQ�WKH�FRQWLQHQW��RU�DW�OHDVW�SDUWLFXODU�SDUWV�RI�LW��(YLGHQFH�RI�WKLV�FDQ�DOVR�EH�VHHQ�LQ�WKH

GHYHORSPHQW�RI�DQ�$JULEXVLQHVV�)RUXP�IRU�$IULFD��FRRUGLQDWHG�E\�6*�������DQG�LQYROYLQJ�VHHG�FRPSDQLHV

VXFK� DV� 1RYDUWLV�� &DUJLOO� DQG�0RQVDQWR�� DQG� IHUWLOLVHU� SURGXFHUV� VXFK� DV� +\GURFKHP�� *LYHQ� WKH� :RUOG

%DQN·V�ORQJ�UXQQLQJ�LQWHUHVW�LQ�IHUWLOLVHU�VXSSO\�SURMHFWV��LW�LV�QR�VXUSULVH�WKDW�WKH\�WRR�KDYH�EHHQ�LQYROYHG�LQ

WKLV�IRUXP��6DVDNDZD�$IULFD�$VVRFLDWLRQ�������

                                                
�� 7KLV�LV�QRW�WR�GHQ\�WKDW�WKHUH�DUH�QRW�LQGLYLGXDOV�ZLWK�D�KLJK�GHJUHH�RI�FRQYLFWLRQ�DQG�FRPPLWPHQW�LQ�DQ\�RI�WKHVH

RUJDQLVDWLRQV�
�� ,)'&��������ZZZ�LIGF�RUJ�
�� 7KH� ,)$� LV� RQH� RI� WKH� VHYHQ� IRXQGLQJ� RUJDQLVDWLRQV� UHSUHVHQWHG� LQ� WKH� JORVV\� SXEOLFLW\� PDWHULDO� IRU� WKH� 6RLO

)HUWLOLW\� ,QLWLDWLYH�� 7KH� ,)$� PDJD]LQH� )HUWLOL]HUV� DQG� $JULFXOWXUH� DOVR� SXEOLFLVHG� WKH� LPSRUWDQW� FRUUHVSRQGHQFH
EHWZHHQ�5REHUW�%ODNH�DQG�-DPHV�:ROIHQVRKQ��1RYHPEHU������DQG�0DUFK������LVVXHV��



��

)RU�D�&*,$5�FHQWUH�OLNH�,&5$)�WKHUH�LV�DOVR�DQ�LQVWLWXWLRQDO�PDQGDWH��8QGHU�WKH�GLUHFWRUVKLS�RI�3HGUR

6DQFKH]�� DXWKRU� RI� NH\� WH[WV� RQ� VRLO� IHUWLOLW\�� LW� LV� SRVVLEOH� WR� LGHQWLI\� D� VOLJKW� VKLIW� LQ� WKH� IRFXV� RI� WKH

RUJDQLVDWLRQ��RU� D� FOHDUHU� DUWLFXODWLRQ�RI� WKH� VHOOLQJ�SRLQWV�RI� DJURIRUHVWU\�²�ZKLFK� LV�ZKHUH� LPSURYHG� VRLO

IHUWLOLW\� FRPHV� LQ���� ,Q� UHFHQW� \HDUV� DOO�&*,$5�RUJDQLVDWLRQV�KDYH� EHHQ� XQGHU� ILQDQFLDO� SUHVVXUH� DV� GRQRU

FRPPLWPHQWV�KDYH�GHFOLQHG��7KLV�LQ�WXUQ�SXWV�WKHP�XQGHU�SUHVVXUH�WR�PDNH�WKH�FDVH�IRU�WKHLU�UHOHYDQFH�DW

WKH�LQWHUQDWLRQDO�OHYHO��&OHDUO\��ZKHUH�RQH�FDQ�GHILQH�RQH·V�ZRUN�DV�FHQWUDO�WR�D�SRWHQWLDOO\�ELJ�LQWHUQDWLRQDO

WKHPH�WKHUH�LV�D�VWURQJ�DWWUDFWLRQ�

7KH�VDPH�SUHVVXUHV�DSSO\�WR�WKH�)$2����7KHUH�LV�VXEVWDQWLDO�GHEDWH�ZLWKLQ�WKH�GHYHORSPHQW�FRPPXQLW\�

DQG�IXUWKHU�DILHOG��DV� WR�ZKDW�H[DFWO\� WKH�UROH�RI� WKH�81�WHFKQLFDO� DJHQFLHV� VKRXOG�EH�� DQG�IRU�VRPH�HYHQ

ZKHWKHU� WKH\� VKRXOG� H[LVW� DW� DOO� �,PEHU� ������� )URP� RXU� GLVFXVVLRQV� WKHUH� VHHPV� WR� EH� VRPHWKLQJ� RI� DQ

LPSDVVH� FXUUHQWO\�� SHRSOH� DUH� UHDOO\� QRW� VXUH� ZKDW� LV� WKH� YDOXH� RI� WKHVH� VWLOO� YHU\� ODUJH� ERGLHV� ²� GHVSLWH

UHVWUXFWXULQJ�LQ�UHFHQW�\HDUV��%XW�HTXDOO\�PDQ\�DUH�UHOXFWDQW�WR�EH�VHHQ�WR�DUWLFXODWH�RSHQO\�D�OLQH�DVVRFLDWHG

ZLWK�LVRODWLRQLVW�86�6HQDWRUV��QDPHO\��VRPH�IRUP�RI�GLVVROXWLRQ�

:H�DVNHG�D�VHQLRU�UHJLRQDO�)$2�RIILFLDO�ZKDW�H[DFWO\�KH�VDZ�WKH�FRPSDUDWLYH�DGYDQWDJH�RI�WKH�)$2�DV

EHLQJ��+H�ZHQW�TXLHW�DQG�ILGJHWHG�IRU�DQ�DZNZDUG� OHQJWK�RI� WLPH�DQG�ILQDOO\�VDLG� ¶,�NQRZ�ZKDW�,·G� OLNH� WR

DQVZHU� WR� WKDW� TXHVWLRQ·��+LV� IUXVWUDWLRQ�ZDV� HFKRHG�E\� WKH� UDWKHU� MDGHG� FRPPHQWV� RI� D� UDQJH� RI� VLPLODU

LQGLYLGXDOV� LQ� 5RPH� DQG� HOVHZKHUH�� ZKR� KDG� FRPH� LQWR� WKH� RUJDQLVDWLRQ� RIWHQ� WZR� RU� WKUHH� GHFDGHV

SUHYLRXVO\� ZKHQ� WKHUH� ZDV� D� GHILQLWH� UROH� IRU� WKHLU� WHFKQLFDO� VNLOOV��1RZ�� LQ� D�PRUH� GHYROYHG� UROH� ZKHUH

WUDQVIHU�RI�WHFKQRORJ\�SDUDGLJPV�DUH�EURDGO\�GLVFUHGLWHG��WKH�VHQVH�²�WR�RXWVLGHUV�DW�OHDVW�²�RI�WU\LQJ�WR�ILQG

VRPHWKLQJ�WR�GR��RU�MXVW�VKXIIOLQJ�SDSHU�XQWLO�UHWLUHPHQW�LV�SDOSDEOH�

7KH�RQO\� JURZLQJ� SDUW� RI�)$2� LV� WKH� UHODWLYHO\� QHZ�6XVWDLQDEOH�'HYHORSPHQW�'HSDUWPHQW��&KDUJHG

ZLWK�GRLQJ�VWUDWHJLF�WKLQNLQJ�DQG�EHLQJ�PRUH�SROLF\�IRFXVVHG��WKLV�GHSDUWPHQW�H[LVWV�LQ�WHQVLRQ�ZLWK�WKH�ROGHU

WHFKQLFDO� GHSDUWPHQWV� VXFK� DV�$JULFXOWXUH�� DV�PDQ\�PDGH� FOHDU� WR� XV��2QH�RIILFLDO� QRWHG�� ¶WKH� 6XVWDLQDEOH

'HYHORSPHQW� 'HSDUWPHQW� DQG� WKH� $JULFXOWXUH� 'HSDUWPHQW� DUH� FRQIOLFWLQJ� ���� LW·V� D� FDVH� RI� ZKR� VKRXWV

ORXGHVW·��$�FORVH�H[WHUQDO�REVHUYHU�FRPPHQWHG�RQ�WKH�UHVHQWPHQW�WKLV�¶VKLQ\·�QHZ�GHSDUWPHQW�KDG�JHQHUDWHG�

¶WKH\�DUH�YLHZHG�DV� LQWHUORSHUV�E\� WKH�ROG�JXDUG·��7KHUH� LV� D� VHQVH� WKDW� ¶)$2�ZLOO� ILQDOO\�EH� UHGXFHG� WR�DQ

LQIRUPDWLRQ�FHQWUH�WDONLQJ�DQG�WKLQNLQJ�DERXW�VWUDWHJLHV·��7KLV�GLYLVLRQ�EHWZHHQ�WDONLQJ�DQG�PDQDJLQJ�WKLQJV

LV�FUXFLDO��2UJDQLVDWLRQV�FDQ�HLWKHU�VSHQG�RU�ORDQ�PRQH\��PDQDJH�SURMHFWV��DQG�RIIHU�WDLORUHG�WHFKQLFDO�DGYLFH�

RU�WKH\�FDQ�OLYH�LQ�WKH�ZRUOG�RI�ZRUGV�DQG�LGHDV��¶GHYHORSPHQW�JXII·��DV�D�PDQDJHU�LQ�WKH�:RUOG�%DQN�SXW�LW

WR�XV�REVHUYLQJ�WKH�VDPH�WHQVLRQ�LQ�KLV�RZQ�RUJDQLVDWLRQ�

,Q� )$2�� WKH� WHFKQLFDO� VHFWLRQV� DSSHDU� WR� EH� ORVLQJ� RXW�� DQG� WKH� UROH� RI� )$2� LQ� WKH� 6),� FDQ� EH

XQGHUVWRRG� LQ� WKLV� OLJKW�� 7KH� $JULFXOWXUH� 'HSDUWPHQW�� DQG� LQ� WKLV� FDVH�� WKH� ODQG� DQG� 3ODQW� 1XWULWLRQ

0DQDJHPHQW�6HUYLFH�ZLWKLQ�WKH�ODUJH�/DQG�DQG�:DWHU�'LYLVLRQ��LQFRUSRUDWLQJ�WKH�IRUPHU�)HUWLOLVHU�VHFWLRQ�

KDV�PDQ\�WHFKQLFDO�SHRSOH�QHHGLQJ�WR�EH�XVHG����/LNHZLVH�WKH�,QYHVWPHQW�&HQWUH�QHHGV�SURMHFWV��DQG�VWDII�DUH

                                                
�� ZZZ�LFUDI�RUJ�� 3UHVHQWDWLRQ� RI� ,&5$)·V� ZRUN� RQ� VRLO� IHUWLOLW\� FDQ� EH� IRXQG� DW

KWWS���ZZZ�FJLDU�RUJ�LFUDI�LQIRUP�&RUS5HSRUW�KWP�
�� ZZZ�IDR�RUJ��IRU�DQ�RUJDQLVDWLRQDO�DQDO\VLV�RI�)$2�LQ�UHODWLRQ�WR�IRUHVWU\��VHH�%UHFKLQ��������
�� 7KH�)HUWLOLVHU�VHFWLRQ�EHFDPH�WKH�3ODQW�1XWULWLRQ�6HUYLFH��DQG�WKLV�VHUYLFH�KDV�UHFHQWO\�EHHQ�PHUJHG�ZLWK�WKH�/DQG

0DQDJHPHQW�VHUYLFH�



��

SDUWLFXODUO\�UHOLDQW�RQ�FRQVXOWDQF\�RSHUDWLRQV�FRPPLVVLRQHG�WKURXJK�WUXVW�IXQG�DUUDQJHPHQWV�ZLWK�WKH�:RUOG

%DQN��$OWKRXJK�WKHVH�JURXSV�FDQ�PRYH�LQWR�WKH�VWUDWHJLF�LGHDV�VWUDWRVSKHUH��DQG�WKHUH�LV�DQ�HOHPHQW�RI�WKLV

WR�WKH�6),��WKH\�XOWLPDWHO\�QHHG�WHFKQLFDO�SURMHFWV�ZLWK�DQ�LQWHUQDWLRQDO�GLPHQVLRQ�²�KHQFH�WKH�FULWLFDO�DSSHDO

RI�WKH�6),�WR�SDUWLFXODU�SDUWV�RI�)$2�ORRNLQJ�IRU�D�UROH�

%\�FRQWUDVW��WKH�:RUOG�%DQN�²�QRW�HYHQ�ODUJH�VHFWLRQV�RI�LW��DV�ZLWK�)$2�²�GRHV�QRW�KDYH�D�VLJQLILFDQW

EXUHDXFUDWLF� LQWHUHVW� LQ� WKH� 6),�� 3DUWLFXODU� LQGLYLGXDOV� PD\� EH� H[WUHPHO\� LQWHUHVWHG�� HVSHFLDOO\� ZKHQ

UHVWUXFWXULQJ� WKUHDWHQV� MREV�DQG� HPSLUHV��)RU� H[DPSOH� LQ� WKH�PLG���V�ZKHQ� WKH�$IULFD� UHJLRQ� VHFWLRQ�ZDV

EHLQJ� RYHUKDXOHG�� RQH� LQVLGHU� UHFDOOHG�� ¶MREV� ZHUH� RQ� WKH� OLQH� DW� WKH� :RUOG� %DQN� ���VR� WKH� PHPR� >IURP

:ROIHQVRKQ@�JDYH�DQ�RSSRUWXQLW\�WR�;·��+RZHYHU��DV�DQ�LVVXH�RI�LQVWLWXWLRQDO�VXUYLYDO�RU�H[SDQVLRQ��LW�LV�QRW

HVVHQWLDO�RWKHU�WKDQ�DV�RQH�RI�PDQ\�PRELOLVLQJ�WKHPHV�DUWLFXODWHG�WR�WKH�ODUJHU�GHYHORSPHQW�FRPPXQLW\�

,Q�D�ODWHU�VHFWLRQ�ZH�ZLOO�UHWXUQ�WR�WKH�:RUOG�%DQN�DQG�)$2�DQG�ORRN�LQ�PRUH�GHWDLO�DW� WKHLU� LQWHUQDO

EXUHDXFUDWLF�SURFHGXUHV�DQG�ZD\V�RI�ZRUNLQJ�LQ�RUGHU�WR�JDLQ�LQVLJKWV�DV�WR�WKH�SURJUHVV��RU�RWKHUZLVH��RI�WKH

6),��$W� WKLV� SRLQW�� KRZHYHU�� LW� LV� XVHIXO� WR� EULQJ� WKH� 6),� VWRU\� XS� WR� GDWH� DQG� H[SODLQ� LWV� SURJUHVV� DQG

PXWDWLRQV�LQ�WHUPV�RI�WKH�LQVWLWXWLRQDO�PDFKLQDWLRQV�RI�EXUHDXFUDWLF�SROLWLFV�DQG�WKH�DVVRFLDWHG�VKLIWV�LQ�DFWRU�

QHWZRUNV�

����,QVWLWXWLRQDO�PDQGDWHV� �EXUHDXFUDWLF�SROLW LFV�DQG�WKH�6),

7KH�6),�EHJDQ��DV�ZH�KDYH�VKRZQ��ZLWK�VRPH�OREE\LQJ�RI�NH\�SHRSOH��WKH�SUHSDUDWLRQ�RI�VRPH�FRQFHSW�QRWHV

DQG� WHFKQLFDO� SDSHUV� ZKLFK� SXEOLFLVHG� ZRUN� LQ� VRLO� VFLHQFH� RQ� WKH� PDJQLWXGH� RI� WKH� SUREOHP�� ,Q� WKH

PHDQWLPH� VFLHQWLVWV� DQG� HFRQRPLVWV� LQ�GLIIHUHQW�RUJDQLVDWLRQV�KDG�EHHQ� ORRNLQJ� DW� URFN�SKRVSKDWH� DV� RQH

VROXWLRQ�WR�WKH�SHUFHLYHG�FULVLV�RI�$IULFDQ�VRLOV��7KHUH�ZDV�DQ�LQWHUQDWLRQDO�ODXQFK�DW�WKH�:RUOG�)RRG�6XPPLW

LQ�������DQG��LQ�WKH�IROORZLQJ�\HDU��D�JDWKHULQJ�RI�D�QHWZRUN�RI�LQWHUHVWHG�SHRSOH�LQ�/RPp��8S�WR�WKLV�SRLQW�²

ZLWK� VXFK� LQIOXHQWLDO� VFLHQWLILF� DQG� EXUHDXFUDWLF� VXSSRUW� ²� LW� ORRNHG� OLNH� WKH� 6),� ZRXOG� UXQ� DV� D� PDMRU

LQWHUQDWLRQDO� LQLWLDWLYH�� +RZHYHU�� E\� WKH� QH[W� LQWHUQDWLRQDO� PHHWLQJ� LQ� 5RPH� LQ� ����� ZKHQ� GRQRUV� ZHUH

DVVHPEOHG�LQ�DQ�DWWHPSW�WR�JHW�VLJQLILFDQW�ILQDQFLDO�SOHGJHV��WKLQJV�ZHUH�DSSHDULQJ�WR�IDOWHU��%\�ODWH�������WDON

ZDV� IDU� OHVV� JUDQG� DQG� VRPHWKLQJ� IDU� VPDOOHU� ZDV� EHLQJ� GLVFXVVHG� RU�� GHSHQGLQJ� RQ� KRZ� \RX� ORRN� DW� LW�

QRWKLQJ�DW�DOO��$V�VRPHRQH�FRPPHQWHG�ZKHQ�ZH�H[SODLQHG�WKLV�UHVHDUFK��¶\RXU�LQWURGXFWLRQ�DQG�FRQFOXVLRQ

PXVW�EH�WKDW�WKH�6),�LV�JRLQJ�QRZKHUH·��6R�ZKDW�KDSSHQHG"�2QH�FRPPHQW�PDGH�DIWHU�WKH�5RPH�PHHWLQJ�ZDV

WKDW�WKHUH�KDG�EHHQ�D�VLJQLILFDQW�VKLIW�LQ�WKLQNLQJ�DZD\�IURP�WKH�¶SKRVSKDWH�DQG�LQRUJDQLF�IHUWLOLVHU�ODUJH�VFDOH

LQSXW� DJHQGD·� WRZDUGV� ¶ORFDOO\� GULYHQ�� IDUPHU� LQLWLDWHG� DQG� IXQGHG� LQWHUYHQWLRQV� UHIOHFWLQJ� ORFDO� QHHGV� DQG

UHFRJQLVLQJ�ERWK�GLYHUVLW\�DQG�FRPSOH[LW\·�

&HUWDLQO\�� ZKLOH� HQWKXVLDVP� IRU�PDVVLYH� URFN� SKRVSKDWH� DSSOLFDWLRQV� FRQWLQXHV� LQ� SDUWLFXODU� SODFHV�²

.HQ\D�� %XUNLQD� )DVR� DQG� 0DOL� DUH� H[DPSOHV� ²� WKH� VHQVH� WKDW� WKLV� LV� WKH� ¶ELJ� VROXWLRQ·� DV� VRPH� HDUO\

GLVFXVVLRQV�VXJJHVWHG�DQG�WKH�HDUO\�SURSRVDO�IRU�DQ�53,�UHYHDOHG�KDV�GLPLQLVKHG�VLJQLILFDQWO\��7KHUH�KDV�HYHQ

EHHQ� VRPH� EDFNWUDFNLQJ� VXJJHVWLQJ� LW� ZDV� QHYHU� VHHQ� DV� D� ODUJH�VFDOH�PDJLF� EXOOHW� DQ\ZD\�� ,Q� WKH� SHULRG

EHWZHHQ� ����� DQG� ����� WKH� VFLHQWLILF� EODFN�ER[HV� DURXQG� URFN� SKRVSKDWH� ZHUH� UHRSHQHG�� $V� D� WHFKQLFDO

SHUVRQ�LQ�)$2�DUJXHG�



��

6),�VWDUWHG�DV�53,�EXW�WKDW�ZDV�QRW�SUDFWLFDO�DQG�ZDV�WHFKQLFDOO\�XQVRXQG��7KH�LGHD�WKDW�\RX�WKURZ�RQ

URFN�SKRVSKDWH�DV�D�RQFH�DQG�IRU�DOO�SXEOLF�LQYHVWPHQW�LV�H[WUHPHO\�QDLYH�

7KH�SXEOLFDWLRQ� RI� D� NH\� SDSHU� E\� LQWHUQDWLRQDOO\� UHQRZQHG� VRLO� VFLHQWLVWV� DGYRFDWLQJ� D�PRUH� FLUFXPVSHFW

DSSURDFK�WR�PDVV�SKRVSKDWH�DSSOLFDWLRQ�ZDV��LW�ZDV�FODLPHG��¶VXSSUHVVHG·��%XW��GHVSLWH�WKLV��D�\HDU�RU�VR�ODWHU

�DQG�LQ�WKH� LQWHULP�WKURXJK�IRUPDO�HPDLO�FLUFXODWLRQ��IRXQG�DQ�RXWOHW� LQ�DQRWKHU�ERRN�RQ�VRLO�IHUWLOLW\��7KH

DSSDUHQW�FORVXUH�RQ�WKH�VFLHQWLILF�GHEDWH��VHH�DERYH��ZDV��LQ�WKH�HQG��SUHPDWXUH��DV�DOWHUQDWLYH�DFWRU�QHWZRUNV

IRUPHG�EULQJLQJ�NH\�XQFHUWDLQWLHV�EDFN�XQGHU�VFUXWLQ\��$OWKRXJK�LQLWLDOO\�DFWRU�QHWZRUNV�HPEUDFHG�LPSRUWDQW

SHRSOH�VXFK�DV�:ROIHQVRKQ� LQ� WKH�ILQDO�DQDO\VLV� LW�ZDV�QRW�SRVVLEOH� WR�FRQYHUW� WKLV� HDUO\� FRPPLWPHQW� LQWR

VXVWDLQHG�VXSSRUW�DQG�VR�WKH�DFWRU�QHWZRUNV�EHFDPH�XQVWDEOH��¶7KHUH�DUH�PDQ\�ZKR�FRXOG�KDYH�WKURZQ�WKHLU

ZHLJKW�EHKLQG�LW�EXW�KDYHQ·W·��ZDV�WKH�YLHZ�RI�RQH�UHVHDUFKHU�

+RZHYHU�� WKLV� LQVWDELOLW\�QHHGV�SURELQJ� IXUWKHU��7KHUH�ZDV� LQVWDELOLW\� LQ� WKH� VFLHQFH�� DQG�� DV�ZH� KDYH

VXJJHVWHG�� LQ� WKH� DFWRU�QHWZRUNV�� EXW� DOVR� FUXFLDOO\� ZLWKLQ� WKH� EXUHDXFUDWLF� VHWWLQJV� ZKHUH� VXFK� QHWZRUNV

RSHUDWH��7KHUH�DUH� WKUHH�NH\�SRLQWV� WR� WKLV��)LUVW�� WKHUH� DUH� DQG�ZHUH� LPSRUWDQW� ¶DWWLWXGLQDO� GLIIHUHQFHV·� �WR

TXRWH� DQRWKHU� LQIRUPDQW�� EHWZHHQ� RUJDQLVDWLRQV�� 6HFRQGO\�� LQWHUQDO� RUJDQLVDWLRQDO� FXOWXUHV�� PLVVLRQV� DQG

G\QDPLFV�KDYH�DOVR�EHHQ�NH\��$QG� WKLUG��JOREDO� LQLWLDWLYHV� FDQ�RQO\� H[LVW� GLYRUFHG� IURP� ¶ORFDOLWLHV·� XS� WR� D

SRLQW�� 7KH� QDWXUH� RI� WKHLU� LQWHUDFWLRQV� ZLWK� VPDOOHU� VFDOHV� LV� WZR�ZD\� DQG� HQGV� XS� DIIHFWLQJ� WKH� VKDSH

VRPHWKLQJ�WDNHV��WKH�JOREDO�LPSDFWV�RQ�DQG�VKDSHV�WKH�ORFDO��EXW�DOVR�WKH�ORFDO�FDQ�VLJQLILFDQWO\�UHGLUHFW�DQG

UHFUHDWH�WKH�JOREDO�

,QWHU�RUJDQLVDWLRQDO�G\QDPLFV�WDNHV�PDQ\�IRUPV��2QH�YLHZ�H[SUHVVHG�LV�WKDW�¶WKHUH�LV�RQH�EDJ�RI�PRQH\

DQG�ZH�DOO�KDYH�WR�FRPSHWH·��7KHUH� LV�VRPHWKLQJ�WR�WKLV��EXW� LW� LV�RQO\�SDUW�RI�WKH�VWRU\��,QGXVWU\�GRHV�QRW

FRPSHWH�IRU�PRQH\�LQ�WKH�VDPH�ZD\�DV�,&5$)��DQG�ZKLOH�HOHPHQWV�RI�WKH�%DQN�UHTXLUH�GRQRU�IXQGLQJ��WKHLU

LQWHUDFWLRQV�ZLWK�GRQRUV�DUH� UDWKHU�GLIIHUHQW� WR�WKRVH�RI�,)'&��0RUH� VDOLHQW� LV� WKDW�RUJDQLVDWLRQV�PRYH� LQ

GLIIHUHQW�ZD\V�DQG�DUH�FRQFHUQHG�ZLWK�GLIIHUHQW�WKLQJV��¶RUJDQLVDWLRQV�ZLOO�GR�ZKDW�WKH\�ZDQW�WR�GR·�

7KH�IHUWLOLVHU�LVVXH�LV�NH\�LQ�WKLV�UHJDUG��$W�RQH�OHYHO�WKHUH�LV�DEVROXWHO\�QR�FRQWUDGLFWLRQ�EHWZHHQ�RUJDQLF

DQG� LQRUJDQLF� DSSURDFKHV�� 9HU\� IHZ� SHRSOH� DUJXH� H[FOXVLYHO\� IRU� RQH� RU� WKH� RWKHU�� ,W� ZRXOG� EH

PLVUHSUHVHQWLQJ� WKH� ,)$�� ,)'&�RU� 6*������ ²� DOO�ZHOO� NQRZQ� IRU� VWURQJ� VXSSRUW� IRU� LQFUHDVLQJ� LQRUJDQLF

IHUWLOLVHU�XVH�²� WR�VD\� WKH\� DUJXH�RQO\� IRU� IHUWLOLVHUV�� 6*������ FRQGXFW� WULDOV�RQ�QLWURJHQ� IL[LQJ�SODQWV�� DQG

,)'&� DQG� ,)$�PDNHV�PXFK� LQ� WKHLU� OLWHUDWXUH� RI� ¶LQWHJUDWHG� SODQW� QXWULWLRQ� VROXWLRQV·�� ,QGHHG�� WKHUH� LV� D

VWURQJ�DUJXPHQW� �SXW� WR�XV�E\� D�QXPEHU�RI� LQGXVWU\�SOD\HUV�� WR� VD\� WKH�EHVW�ZD\� WR� VHOO�PRUH� IHUWLOLVHU� LQ

$IULFD�LV�WR�GHYHORS�RWKHU�WHFKQRORJLHV�WR�JR�ZLWK�LW����,Q�WKH�HQG��LW�LV�D�PDWWHU�RI�HPSKDVLV��:KHQ�LW�FRPHV

WR� WKH�FUXQFK�� VXFK� HPSKDVHV�PDWWHU�� DV� FRPSHWLWLRQ�PD\�GHYHORS�� FRPSURPLVHV�PD\�EHFRPH�GLIILFXOW� WR

IRUJH��DQG�XOWLPDWHO\��DFWRU�QHWZRUNV�PD\�XQUDYHO�

7KH�VHQVH�RI�D�GLIIHUHQFH� LQ�HPSKDVLV� LV�FOHDUO\�YHU\�UHDO� WR�NH\�SDUWLFLSDQWV� LQ� WKH� LQLWLDWLYH��$�VHQLRU

&*,$5�UHVHDUFKHU�FRPPHQWHG��¶WKH�SUREOHP�ZLWK�VRLO�IHUWLOLW\�LV�WKDW�LW�JHWV�HTXDWHG�WR�IHUWLOLVHUV�DQG�WKHQ�LQ

                                                
�� 7KH�,QWHJUDWHG�3ODQW�1XWULWLRQ�OLQH�FRPLQJ�IURP�WKH�,)$�PD\�RI�FRXUVH�EH� MXGJHG�E\�VRPH�WR�EH� MXVW�VR�PXFK

¶JUHHQZDVK·�²�DWWHPSWLQJ�WR�DSSHDU�EDODQFHG��PRGHUDWH�DQG�HQYLURQPHQWDOO\�IULHQGO\�WR�GLIIXVH�SRWHQWLDO�FULWLFLVPV
RI�WKH�IHUWLOLVHU�OREE\�



��

WKH� QH[W� EUHDWK� WR� QLWURJHQ�«WKHQ� LW� EHFRPHV� QLWURJHQ� IHUWLOLVHU� HFRQRPLF� SROLF\·���� $QRWKHU� UHVHDUFKHU

FRPSODLQHG�DERXW�WKH�UROH�RI�WKH�,)'&�

,)'&� SD\� OLS�VHUYLFH� EXW� WKH\� DUH� UHDOO\� MXVW� ZRUNLQJ� RQ� QDWLRQDO� IHUWLOLVHU� DFWLRQ� SODQV�� XVLQJ� URFN

SKRVSKDWH�RI�ORZ�TXDOLW\��,)'&�DUH�WU\LQJ�EXW�WKH\�FDQ·W�GR�LW�EHFDXVH�WKH\�KDYH�QR�RUJDQLF�DSSURDFK����

WKH�GULYLQJ�IRUFH�EHKLQG�%XUNLQD�SKRVSKDWH�LV�QRW�D�WHFKQLFDO�SHUVRQ�

)RU�RWKHUV�WKH�6),�KDV�JHQHUDOO\�EHFRPH�PXFK�OHVV�IHUWLOLVHU�RULHQWHG��0DQ\�LQ�)$2�H[SUHVVHG�WKH�YLHZ�WKDW

WKH\�KDG�EHHQ�ZRUNLQJ�RQ� D� IDU�PRUH�RUJDQLFV�OHG� DSSURDFK�� DQG� WKH� IHUWLOLVHU�SXVK�RIWHQ� DVVRFLDWHG�ZLWK

)$2�WHFKQLFDO� DGYLFH�ZDV�SDUW�RI�KLVWRU\��7KH� UROH�RI� WKH�ELODWHUDO� GRQRUV� LQ� IDLOLQJ� WR� FRPH�XS�ZLWK� WKH

UHTXLUHG�IXQGV�WR�SXVK�WKH�6),�LQ�WKH�ZD\�LW�ZDV�HQYLVDJHG�E\�VRPH�ZDV�FOHDUO\�NH\��:RUULHV�WKDW�WKH�6),�ZDV

WRR� OLQNHG� WR� DQ� LQRUJDQLF� IHUWLOLVHU� DJHQGD�ZHUH� H[SUHVVHG��0DQ\� VXFK� GRQRUV� DUH� JXLGHG� E\� ¶VXVWDLQDEOH

DJULFXOWXUH·�VWUDWHJLHV�DQG�SROLFLHV�ZKLFK�DUH�LQ�WXUQ�LQIRUPHG�E\�ZRUN�RQ�¶IDUPHU�ILUVW·�DSSURDFKHV�DQG�ORZ

H[WHUQDO�LQSXW�VXVWDLQDEOH�DJULFXOWXUH����7KURXJK�WKH�LQIOXHQFH�RI�DGYRFDWHV�RI�D�PRUH�LQWHJUDWHG�DSSURDFK�WR

VRLO�IHUWLOLW\�PDQDJHPHQW��LW�EHFDPH�LQFUHDVLQJO\�GLIILFXOW�WR�KROG�WKH�SRVLWLRQ�WKDW�D�¶ELJ�EDQJ·��¶PHJD�EXFNV·

VRLO�IHUWLOLW\�LQLWLDWLYH�ZDV�WKH�DQVZHU��:KLOH�VXFK�DSSURDFKHV�DUH�DSSHDOLQJ�WR�PDQ\�GRQRUV�LQ�WHUPV�RI�WKH

SRWHQWLDO�IRU�UDSLG��KLJK�SURILOH�GLVEXUVHPHQW�RI�DLG�PRQH\��WKH�TXDOPV�DERXW�WKH�WHFKQLFDO��HFRQRPLF�DQG

VRFLDO�FRQVHTXHQFHV�ZHUH�LQFUHDVLQJO\�HYLGHQW�DV�WKH�GHEDWH�EHJDQ�WR�RSHQ�RXW��6RPH�RI�WKH�HDUO\�VXSSRUWHUV

RI�WKH�6),�DSSHDU�WR�KDYH�GLVWDQFHG�WKHPVHOYHV�IURP�LW��)RU�H[DPSOH�UHFHQW�LVVXHV�RI�WKH�,)$�QHZVOHWWHU�KDYH

YLUWXDOO\�QRW�PHQWLRQHG�WKH�6),�

7KH�JOREDO�IUDPLQJ�RI�WKH�VRLO�IHUWLOLW\�GHEDWH�UHPDLQV�FRQWHVWHG�WHUUDLQ��PDNLQJ� LW�GLIILFXOW�IRU�D�WLJKW�

FRKHUHQW�DQG�IRFXVVHG�DFWRU�QHWZRUN�WR�EH�PDLQWDLQHG��0DQ\�RI�WKH�NH\�SOD\HUV�KDYH�JRW�RQ�ZLWK�ZKDW�WKH\

ZHUH�GRLQJ��HLWKHU�LJQRULQJ�WKH�JOREDO��OD\LQJ�FODLP�WR�LW��RU�FULWLFLVLQJ�WKH�VKDSH�LW�LV�WDNLQJ��+HUH�WKH�QDWLRQDO

UHIUDFWLRQ�RI�JOREDO� LVVXHV�PD\�EH�NH\��ZLWK�WKH�IHUWLOLVHU� LQGXVWU\�DSSDUHQWO\� UHWUDFWLQJ��FRQVFLRXVO\�RU�QRW�

IURP�DQ�RSHQ�JOREDO�SRVLWLRQLQJ��WR�JHWWLQJ�RQ�ZLWK�SDUWLFXODU�SURPLVLQJ�DYHQXHV�LQ�SDUWLFXODU�SODFHV��2WKHUV

KDYH�IRFXVVHG�JHRJUDSKLFDOO\��ZLWK�,)'&��IRU�H[DPSOH��FRQWLQXLQJ�WKHLU�ZRUN� LQ�ZHVW�$IULFD��ZKLOH�,&5$)

FRQWLQXHV�WR�ZRUN�LQ�HDVWHUQ�DQG�SDUWV�RI�VRXWKHUQ�$IULFD��,Q�HDFK�FDVH�WKH�JOREDO�PD\�KDYH�KDG�LWV�SODFH��EXW

WKH�DFWRU�QHWZRUNV�FRQVWLWXWHG�DW�WKH�QDWLRQDO�DQG�UHJLRQDO�OHYHO�DUH��LQ�WKH�HQG��PRUH�NH\�

+RZHYHU��GHVSLWH�WKLV��UHODWLRQVKLSV�EHWZHHQ�RUJDQLVDWLRQV�UHPDLQ�LPSRUWDQW��)RU�VRPH�LQ�,&5$)��WKH

RUJDQLVDWLRQ�� ZKR�� DV� ZH� VDZ� DERYH�� FODLPHG� D� NH\� UROH� LQ� UDLVLQJ� WKH� LVVXH� VWUDWHJLFDOO\�� WKHVH� LVVXHV� DUH

LPSRUWDQW��7KHUH�LV�D�VHQVH�RI�EHLQJ�PDUJLQDOLVHG�IURP�VRPHWKLQJ�WKDW�PLJKW�KDYH�RIIHUHG�WKH�SRVVLELOLW\�RI

GRLQJ�PRUH�WKDQ�MXVW�DFWLYLWLHV�LQ�OLPLWHG�SODFHV��¶,�VDLG�WR�;����\RX�DUH�WKH�IDWKHU�RI�VRLO�IHUWLOLW\�ZK\�DUHQ·W�\RX

                                                
�� 7KH�'XWFK�IHUWLOLVHU�LQGXVWU\��IRU�H[DPSOH��IXQGHG�WKH�SXEOLFDWLRQ�RI�D�NH\�FROOHFWLRQ�RI�DUWLFOHV�RQ�VRLO�IHUWLOLW\�LQ

$IULFD��YDQ�5HXOHU�DQG�3ULQV��HGV���������7KH�5ROH�RI�3ODQW�1XWULHQWV�IRU�6XVWDLQDEOH�)RRG�&URS�3URGXFWLRQ�LQ�VXE�6DKDUDQ
$IULFD��7KH�YROXPH�FRQWDLQV�DUWLFOHV�E\�NH\�'XWFK�VRLO�VFLHQWLVWV�²�6PDOLQJ��YDQ�GHU�3RO�DQG�-DQVVHQ��$Q�(WKLRSLDQ
GLSORPDW�ZULWHV�LQ�WKH�IRUZDUG��¶WKHUHIRUH�,�ZHOFRPH�WKH�LQLWLDWLYH�WDNHQ�E\�WKH�'XWFK�IHUWLOLVHU�LQGXVWU\�WR�LQYLWH
LQGHSHQGHQW� UHVHDUFK� LQVWLWXWHV� WR� H[DPLQH� WKH� UHODWLRQVKLS� EHWZHHQ� SODQW� QXWULHQWV�� IRRG� SURGXFWLRQ� DQG� WKH
HQYLURQPHQW�DQG�WR�GHWHUPLQH�WKH�SODFH�RI�IHUWLOLVHU�LQ�VXVWDLQDEOH�DJULFXOWXUH�LQ�$IULFD·�

�� '),'� DQG� 6,'$�� IRU� H[DPSOH�� KDYH� VXVWDLQDEOH� DJULFXOWXUH� VWUDWHJLHV� ERWK� RI� ZKLFK� KDYH� EHHQ� LQIRUPHG� E\
FRQVXOWDQFLHV�E\�,,('��EDVHG�LQ�/RQGRQ��'XWFK�UHVHDUFK�LQVWLWXWHV��VXFK�DV�,/(,$�DQG�(7&��KDYH�DOVR�SOD\HG�NH\
UROHV�LQ�DGYRFDWLQJ�VXVWDLQDEOH�DJULFXOWXUH�DQG�SDUWLFLSDWRU\�WHFKQRORJ\�GHYHORSPHQW�WR�GRQRUV�



��

RQ�WKH�VFLHQWLILF�DGYLVRU\�FRPPLWWHH�RI�WKH�6),�²�ZHOO�KH�UDQJ�XS�DQG�HYHQWXDOO\�JRW�RQ�LW·��$QRWKHU�VHQLRU

UHVHDUFKHU�YHQWHG�KLV�IUXVWUDWLRQ�ZLWK�WKH�6),��¶,�FDQ·W�JR�WR�5RPH��7KH\�GLGQ·W�WHOO�PH��7KH\�VKRXOG�JHW�RXW

RI� WKHLU� EXUHDXFUDFLHV� LQ�:DVKLQJWRQ� DQG�5RPH� DQG� FRPH� DQG� VHH� ZKDW� ZH� KDYH� EHHQ� GRLQJ�� 7KH� QH[W

PHHWLQJ�VKRXOG�EH�LQ�.HQ\D��,·YH�WROG�%RE�%ODNH�WR�UDWWOH�WKH�FDJH�DJDLQVW�EXUHDXFUDWLF�LQHUWLD·�

7KLV� JULSH� DERXW� :DVKLQJWRQ� DQG� 5RPH�� WKRXJK� QRW� DQ� XQXVXDO� GHYHORSPHQW� MLEH�� LV� SHUWLQHQW�

6RPHRQH�HOVH�FRPPHQWHG��DJDLQ�UDLVLQJ�H\HV�WR�WKH�KHDYHQV��¶WKH�)$2�DQG�:RUOG�%DQN�RZQ�WKH�6),�²�ZH

GRQ·W�NQRZ�ZKDW� LV�JRLQJ�RQ·�� ,QWHU�RUJDQLVDWLRQDO� FRPSHWLWLRQ�EHWZHHQ�)$2�DQG� WKH�:RUOG�%DQN�KDV� LQ

PDQ\�FRPPHQWDWRUV·�H\HV�EHHQ�D�VLJQLILFDQW�VWXPEOLQJ�EORFN��$V�ZH�KDYH�GLVFXVVHG�VLJQLILFDQW�VHFWLRQV�RI

WKH�)$2�QHHG�WKH�6),�²�WKH�GHFOLQLQJ�WHFKQLFDO�GHSDUWPHQWV�QHHGLQJ�D�QHZ�UROH��DQG�WKH�,QYHVWPHQW�&HQWUH

QHHGLQJ� WHFKQLFDO� VXSSRUW�PLVVLRQ� FRQVXOWDQF\� IXQGLQJ��*LYHQ� WKH� IXQGLQJ� VTXHH]H� DW� )$2� �RU�� LQ� VRPH

SHRSOH·V� YLHZ�PLVPDQDJHPHQW� FRPELQHG�ZLWK�GLYHUVLRQ�RI� IXQGV� WR� VSHFLDO� SURMHFWV� DQG�QHZ�KLJK�SURILOH

GHSDUWPHQWV���WKHVH�)$2�SOD\HUV�DOVR�QHHG�WKH�:RUOG�%DQN�DQG��LQ�SDUWLFXODU��WKH�WUXVW�IXQGV�LW�KROGV��7KXV�

D�NH\�IDFWRU�LQ�H[SODLQLQJ�WKH�JULQGLQJ�WR�D�KDOW�RU�WUDQVIRUPDWLRQ�RI�WKH�6),�LV�WKH�LQWHUQDO�ZRUNLQJV�RI�WKHVH

RUJDQLVDWLRQV��D�VXEMHFW�WR�ZKLFK�ZH�QRZ�WXUQ�

����,QWHUQDO�ZRUNLQJV� �FRQVWUDLQWV�DQG�RSSRUWXQLWLHV

:H�EHJLQ�ZLWK�)$2��)$2�� LW� FDQ�EH� DUJXHG��KDV� D� V\VWHPLF�SUREOHP�²� HYHU\ERG\�NQRZV� WKHUH� DUH� VRPH

H[FHOOHQW�SHRSOH�LQVLGH��DQG�HYHQ�D�IHZ�YHU\�JRRG�DSSURDFKHV��EXW�WKH�RYHUDOO�SHUFHSWLRQ��DQG�LQGHHG�PXFK

RI� WKH�UHDOLW\�� LV�RI�D�FXPEHUVRPH�EXUHDXFUDF\�EHVHW�ZLWK�SROLWLFV��7DNH� WKH�DFFODLPHG�ZRUN�RQ�,QWHJUDWHG

3HVW�0DQDJHPHQW�WKURXJK�IDUPHU�ILHOG�VFKRROV��2QH�SHUVRQ�LQ�WKH�ODQG�GLYLVLRQ�FRPPHQWHG��¶,30�EHJDQ�DV

D�FODQGHVWLQH�JURXS�«�WKHUH�DUH�QRZ��������IDUPHU�ILHOG�VFKRROV��DQG�)$2�KDG�WR�FODLP�WKHLU�SDUW��EXW�JRLQJ

SXEOLF�FRXOG�EH�WKH�NLVV�RI�GHDWK�·

7KH� VHQVH� WKDW�PDQ\� SHRSOH� DUH� SROLWLFDO� DSSRLQWPHQWV� ZDV�PDGH� UHSHDWHGO\�� 3HRSOH� FRPSODLQHG� RI

V\FRSKDQF\��VHFUHF\��DQG�SODLQ�ZDVWHG�H[SHULHQFH��¶WKH�'LRXI�OLQH·��¶DVVLVWDQW�'LUHFWRU�*HQHUDOV�MXVW�JR�DORQJ

WR� WDNH� WKHLU� LQVWUXFWLRQV� IURP� 'LRXI·�� ¶ZKDW� ZLOO� \RXU� PDQ� GR� IRU� XV"� +RZ� PDQ\� SURMHFWV"·�� ¶KDYLQJ� D

VHQVLEOH�GLVFXVVLRQ�LV�KDUG��$�ORW�RI�SHRSOH�DUH�ZDWFKHG·��¶SHRSOH�VD\��´�,�KDYH�EHHQ�KHUH�IRU����\HDUV�QR�RQH

KDV�HYHU�DVNHG�PH�ZKDW�,�WKLQNµ·��5HFRUGLQJ�WKHVH�FRPPHQWV�PD\�VHHP�KDUVK��EXW�WKH\�GR�²�FRPELQHG�ZLWK

WKH�HDUOLHU�SRLQWV�²�KHOS�H[SODLQ�KRZ�VRPH�RI� WKH� LQWHUQDO�G\QDPLFV�ZLWKLQ�)$2�PD\�KDYH�FRQWULEXWHG� WR

VRPH�RI�WKH� LQHUWLD�DURXQG�WKH�6),��DQG�� LQ�DGGLWLRQ�� WKH\�DUH�H[SUHVVHG�TXLWH�RSHQO\�E\�SHRSOH�ZLWKLQ�WKH

RUJDQLVDWLRQ��$V�VRPHRQH�HOVH�ZLWKLQ�FRPPHQWHG��DJDLQ�LQ�UHODWLRQ�WR�WKH�6),��¶ELODWHUDO�;�ZRQ·W�JHW�LQYROYHG

ZKLOH� >)$2� RIILFLDO� <@� LV� LQYROYHG·�� 7KHUH� DUH� D� ORW� LQWHUQDO� SROLWLFV�� ZKLFK� SUHYHQW� HIIHFWLYH� DFWLRQ� ERWK

LQVLGH�WKH�RUJDQLVDWLRQ��DQG�LQ�FRRSHUDWLRQ�ZLWK�WKRVH�RXWVLGH�

7XUQLQJ� WR� WKH� :RUOG� %DQN� LQWHUQDO� G\QDPLFV� DUH� DJDLQ� FHQWUDO�� EXW� LQ� D� GLIIHUHQW� WKRXJK� HTXDOO\

V\VWHPLF�ZD\��$V�ZLWK�)$2�WKHUH�DUH�VFKLVPV�LQ�WKH�%DQN��SDUWLFXODU�LQGLYLGXDOV�ZLHOG�FRQVLGHUDEOH�LQIOXHQFH�

DQG�WKHUH�DUH�FOHDUO\�FHUWDLQ�WDVN�PDQDJHUV��ZKR��IRU�H[DPSOH��VHH�IHUWLOLVHUV�DV�WKH�VROXWLRQ�WR�HYHU\WKLQJ�
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ZKLOH�RWKHUV�DGYRFDWH�PRUH�PXOWL�IDFHWHG�DSSURDFKHV����6SHQG�ORQJ�HQRXJK�WDONLQJ�WR�%DQN�VWDII�DQG�\RX�ZLOO

KHDU�PRVW�FRQWHPSRUDU\�GHYHORSPHQW�ZLVGRPV�DUWLFXODWHG��7KLV�LV��KRZHYHU��VRPHWKLQJ�RI�D�UHG�KHUULQJ��DV

ZKDW� UHDOO\�PDWWHUV� LQ� WKH�%DQN�DUH� LWV�VWUXFWXUHV� UDWKHU� WKDQ�ZKDW�SDUWLFXODU� LQGLYLGXDOV� WKLQN��$V�%UHFKLQ

DUJXHV��¶WR�XQGHUVWDQG�WKH�:RUOG�%DQN�DQG�LWV�RSHUDWLRQV��RQH�PXVW�YLHZ�LW�ILUVW�DV�D�EDQN·�������������

7KH�%DQN�FDQ�EH�XQGHUVWRRG�DV�D�PDWUL[��:DGH��������7KHUH�DUH�¶YHUWLFDO�SHRSOH·��FRXQWU\�GLUHFWRUV��DQG

WDVN�PDQDJHUV�ZKR� LGHQWLI\� SURMHFWV�� DQG� ORDQ�PRQH\�� DQG� WKHUH� DUH� WKRVH�ZKR� DUH� ¶KRUL]RQWDO� SHRSOH·� LQ

WKHPDWLF�JURXSV��FURVV�VHFWRUDO�GHSDUWPHQWV��RU�¶IDPLOLHV·�DV�WKH\�DUH�ODEHOOHG��7KHVH�ODWWHU�SHRSOH�GHDO�LQ�LGHDV

DQG� VWUDWHJLHV�� DQG� DUH� UHVSRQVLEOH� IRU� PRVW� RI� WKH� LPSUHVVLYH�� VHFWRUDO� RU� WKHPDWLF� SXEOLFDWLRQV� ZKLFK

HPDQDWH� IURP� WKH� %DQN�� DQG� ZKLFK� KDYH� VXFK� DQ� LPSDFW� RQ� ZLGHU� GHYHORSPHQW� GHEDWHV�� :KLOH� WKLV

¶GHYHORSPHQW�JXII·�� DV�RXU� LQIRUPDQW� DPXVHGO\� UHIHUUHG� WR� LW��XQGRXEWHGO\�PDWWHUV� LQ� FRQWULEXWLQJ� WR�²� RU

SUHYHQWLQJ� ²� SDUDGLJP� VKLIWV� LQ� GHYHORSPHQW� WKLQNLQJ�� WKHUH� DUH� QR� VLJQLILFDQW� VWUXFWXUDO� PHFKDQLVPV� WR

WUDQVODWH�WKLV�LQWR�DQ�LPSDFW�RQ�WKH�FRUH�%DQN�DFWLYLW\�²�OHQGLQJ�PRQH\����$V�%UHFKLQ�DUJXHV�

*HWWLQJ�LWV�ORDQ�SRUWIROLR�RXW�DV�TXLFNO\�DQG�HIILFLHQWO\�DV�SRVVLEOH�KDV�EHHQ�D�PDMRU�%DQN�REMHFWLYH�WKDW

FRORXUV� LWV� LQWHUQDO� RSHUDWLQJ� SURFHGXUHV� ���� WKH� QHHG� WR�PRYH�PRQH\� KDV� WHQGHG� WR� ELDV� WKH� %DQN·V

OHQGLQJ� DFWLYLWLHV� WR� ODUJHU� ORDQ� SURMHFWV� DQG� WR� WKRVH� WKDW� UHTXLUH� OHVV� VWDII� WLPH� WR� SUHSDUH� DQG

VXSHUYLVH���������������

)RU�D�WDVN�PDQDJHU�SUHSDULQJ�SURMHFWV�DQG�VHFXULQJ�ORDQV�LV�DOO��7KH�LQFHQWLYH�V\VWHP�IRU�VXFK�VWDII�UHVWV�RQ

WKLV��DQG�SURPRWLRQV�PD\�EH�OLQNHG�WR�WKH�DPRXQW�RI�PRQH\�OHQW��%UHFKLQ������������$V�D�QXPEHU�RI�WDVN

PDQDJHUV� FRPPHQWHG� WR� XV�� WKH\� UHDOO\� GR� QRW� KDYH� WKH� WLPH� WR� EX\� LQ� ¶TXDOLW\� DVVXUDQFH·� WLPH� IURP� WKH

FHQWUH��7KH\�JR�WKURXJK�WKH�KRRSV�RI�WKH�UHTXLUHG�HQYLURQPHQWDO�RU�VRFLDO�DSSUDLVDOV��EXW�UHO\�LQ�SUHIHUHQFH

RQ�WKHLU�RZQ�QHWZRUN�RI�FRQVXOWDQWV�ZKR�DUH�ERWK�XVXDOO\�FKHDSHU�WKDQ�%DQN�VWDII�IURP�WKH�FHQWUH�DQG�ZLOO

PRUH�UHOLDEO\�SURYLGH�WKH�VRUW�RI�LQIRUPDWLRQ�WR�VXSSRUW�WKHLU�ORDQ�VWUDWHJ\��,Q�WKH�HDUO\�GD\V��ZKHQ�WKH�6),

ORRNHG� WR� EH� JHDULQJ�XS� IRU� ELJ� LQYHVWPHQWV�RI� URFN� SKRVSKDWH�RU� IHUWLOLVHU�� WKLV� KDG�PXFK� DSSHDO�� /DUJH

GLVEXUVHPHQWV�ORRNHG�WR�EH�RQ�WKH�KRUL]RQ�DURXQG�D�WKHPH�ZKLFK�ILWWHG�WKH�QHZ�%DQN�UKHWRULF�RI�SRYHUW\

IRFXVVHG��HQYLURQPHQWDOO\�IULHQGO\�LQYHVWPHQWV��,W�LV�QRW�VXUSULVLQJ��WKHQ��WKDW�VRPH�RI�WKH�6),�¶VXFFHVVHV·�DV

IDU�DV�WKH�%DQN�KDV�EHHQ�FRQFHUQHG�KDYH�EHHQ� OLQNHG� WR�RQ�JRLQJ�IHUWLOLVHU�VXSSO\�SURMHFWV��7R�WKH�F\QLFDO

REVHUYHU��WKH�6),�RIIHUHG�D�JUHDW�RSSRUWXQLW\�WR�GUHVV�XS�ZKDW�KDG�EHHQ�JRLQJ�RQ�EHIRUH�LQ�QHZ�FORWKHV�ZLWK

D�JORVV\�LQWHUQDWLRQDO�DSSHDO��+RZHYHU��DV�WKH�ELJ�LQYHVWPHQW�RSWLRQ�EHJDQ�WR�UHWUHDW��DQG�DOWHUQDWLYH��UDWKHU

OHVV�JUDQGLRVH�RSWLRQV�ZHUH�SURSRVHG��LQFOXGLQJ�E\�WKRVH�LQ�WKH�%DQN·V�LGHDV�FHQWUH���WKH�DSSHDO�RI�WKH�6),

FHUWDLQO\�EHJDQ�WR�IDGH�

                                                
�� $Q� H[DPSOH� LV� 'DQLHO� %HQRU�� IRXQGHU� RI� WKH� KLJKO\� FRQWURYHUVLDO� :RUOG� %DQN� 7UDLQLQJ� DQG� 9LVLW� DJULFXOWXUDO

H[WHQVLRQ�DSSURDFK��$V�RQH�RIILFLDO�FRPPHQWHG��¶DQ�DQWL�%HQRU�IDFWLRQ�LQ�WKH�%DQN�ZDQW�WR�OLQN�6),�DQG�IDUPHU�
ILHOG�VFKRROV����EXW�HYHU\RQH�LQ�WKH�%DQN�LV�VWLOO�ORRNLQJ�RYHU�WKHLU�VKRXOGHUV�DW�%HQRU��DQG�QHZ��DGDSWHG�IRUPV�RI�7
DQG�9·�

�� 7KHUH�DUH�¶DQFKRUV·�DW�WKH�FURVV�RYHU�SRLQWV�LQ�WKH�PDWUL[��EXW�DJDLQ�WKHVH�ODFN�PHFKDQLVPV�IRU�WKH�KRUL]RQWDO�WR
URXWLQHO\�LPSULQW�RQ�WKH�YHUWLFDO�

�� %UHFKLQ��������H[SODLQV�WKDW�IRU�DQ\�EDQN��YROXPH�RI�OHQGLQJ��DQG�WXUQRYHU��DORQJVLGH�ORDQ�SHUIRUPDQFH��DUH�NH\
\DUGVWLFNV� IRU� HYDOXDWLRQ�� ,PSRUWDQW�� RI� FRXUVH�� EHFDXVH� WKH� %DQN� KDV� WR� PDLQWDLQ� WKH� FRQILGHQFH� RI� WKH
LQWHUQDWLRQDO�ILQDQFLDO�FRPPXQLW\�



��

2QH�RIILFLDO�LQ�WKH�%DQN�ODPHQWHG��¶7KH�ERWWOHQHFN�LV�WKH�FRXQWU\�GLUHFWRUV�WKH\�PDNH�GHFLVLRQV�RQ�WKH

EDVLV�RI�PDFUR�QXPEHUV�QRW�SHRSOH��7KH\�GRQ·W�OLQN�KXPDQ�IDFHV�WR�GHFLVLRQV�²�UDWLRQDO�&DUWHVLDQ�WKLQNLQJ�

7KH�IDUPHU�LQ�6HJRX�RU�6LNDVVR�LV�MXVW�QRW�LQ�WKH�SLFWXUH·��$�VLPLODU�SRLQW�ZDV�PDGH�E\�DQRWKHU�VWDIIHU�LQ�WKH

FURVV�FXWWLQJ�5XUDO�'HYHORSPHQW�'HSDUWPHQW�

&RXQWU\�GLUHFWRUV�DUH�WKH�NLQJV�LQ�WKH�%DQN�����SHU�FHQW�DUH�KDUG�QRVHG�HFRQRPLVWV��7KH\�PXVW�FKRRVH

EHWZHHQ�URDGV��$,'6��HGXFDWLRQ�HWF��8QOHVV�WKH\�XQGHUVWDQG�WKDW�\RX�DUH�LQYHVWLQJ�LQ�VRLO�SURGXFWLYLW\

LQFUHDVH� WKHQ� \RX� JHW�QRZKHUH��7KLQJV� KDYH� WR� EH� OLNH� D� &RFD�&ROD�PDFKLQH��:LWK� VRLO� IHUWLOLW\�� RQH

GROODU�QRZ�\LHOGV�WZR�WR�WKUHH�GROODUV�ODWHU�RQ��7KH\�QHHG�LW�WR�EH�LPPHGLDWH�

$QRWKHU�FRPSODLQHG�WKDW�WHFKQLFDO�SHRSOH�²� LUULJDWLRQ�VSHFLDOLVWV��VRLO�VFLHQWLVWV��DJURQRPLVWV�²�ZHUH�VLPSO\

QRW�EHLQJ�UHSODFHG�LQ�WKH�%DQN��RWKHU�WKDQ�ZLWK�\HW�PRUH�HFRQRPLVWV���

6LQFH�PDQ\�RI�WKH�VWURQJHVW�DGYRFDWHV�RI�VRLO�IHUWLOLW\�LQ�WKH�%DQN�DUH�RQ�WKH�¶TXDOLW\·�RU�KRUL]RQWDO�VLGH

ZH� KDYH� RQH� UHDVRQ� IRU� WKH� OLPLWHG� DPRXQW� RI� 6),� DFWLYLW\�� $V� LQWHUQDO� DGYRFDWHV� LQ� WKH� %DQN� WKH\� FDQ

SURGXFH�PDQ\� LPSUHVVLYH�SXEOLFDWLRQV��FRQYHQH�D� UDQJH�RI�KLJK�SURILOH�ZRUNVKRSV�DQG�HYHQ�JHW� WKH�%DQN

3UHVLGHQW� WR�SURFODLP�RQ� WKHLU�EHKDOI��EXW� LQ� WHUPV�RI� OHYHUDJH�RQ� WKH� FRUH� DFWLYLW\�RI� WKH�EDQN�²� ORDQLQJ

PRQH\� ²� WKH\� KDYH� OLWWOH� SXUFKDVH�� 5DLVLQJ� DQ� LVVXH� OLNH� VRLO� IHUWLOLW\� WKHUHIRUH� UHTXLUHV� LQWHQVH� LQWHUQDO

OREE\LQJ��PRVW�HIIHFWLYHO\�DUWLFXODWHG�LQ�WKH�ODQJXDJH�RI�FRVWV�DQG�EHQHILWV�� ¶&RXQWU\�GLUHFWRUV�DUH�WKH�PRVW

LPSRUWDQW� WDUJHW�WR�UHDFK��7R�GR�WKDW�\RX�KDYH� WR�PDNH� OLQNV�EHWZHHQ�VRLO�SRYHUW\�� HFRQRPLF�JURZWK�DQG

KXPDQ�SRYHUW\·��&RQVWUXFWLQJ�WKHVH�LQWHUQDO�DFWRU�QHWZRUNV�EHWZHHQ�WKH�KRUL]RQWDO�DQG�YHUWLFDO�VWUXFWXUHV�RI

WKH�%DQN�LV�KDUG�WR�GR��¶7DVN�PDQDJHUV�LQ�D�WLJKW�EXGJHW�VLWXDWLRQ�E\SDVV�\RX��VD\LQJ��´VRUU\�ZH·YH�QR�EXGJHW

WR�EULQJ�\RX�RQ�ERDUG�IRU�TXDOLW\�HQKDQFHPHQWµ·��,QWHUHVWLQJO\��WKH�RQO\�VRLO�IHUWLOLW\�DFWLRQ�SODQ�ILQDQFHG�VR

IDU�E\�WKH�%DQN�LV�IRU�.HQ\D��ZKHUH� WKHUH� LV�D� WDVN�PDQDJHU�ZKR� LV�XQXVXDOO\�QRW�DQ�HFRQRPLVW�DQG�KDV�D

EDFNJURXQG�LQ�VRLOV�DQG�LV�FRPPLWWHG�WR�WKH�EURDGHU�6),�DJHQGD���

6),�DGYRFDWHV�KDYH�WKHUHIRUH� LQFUHDVLQJO\�KDG�WR�UHO\�RQ�RWKHUV�RXWVLGH�WKH�%DQN�WR�VHH�WKURXJK�WKHLU

YLVLRQ��7KH�OLQN�ZLWK�WKH�)$2�LV�NH\�KHUH��$FWLRQ�SODQV�ZHUH�SURGXFHG�ZLWK�WKH�)$2�IRU����FRXQWULHV��RXW

RI�WKH�:RUOG�%DQN�MRLQW�DJUHHPHQW�IXQG�ZLWK�)$2��EXW�WKLV�ZDV�QRW�HQRXJK��7R�TXRWH�D�%DQN�RIILFLDO�¶WKH

SUREOHP� LV� WKDW� DFWLRQ� SODQV� DUH� WKHUH� DQG� WKHUH� LV� QR�PRQH\� IRUWKFRPLQJ·����:LWKRXW� VXSSRUW� IURP� WDVN

PDQDJHUV�ZLWKLQ�WKH�%DQN��WKH\�PXVW�UHO\�RQ�ELODWHUDO�VXSSRUW�WR�VHH�WKURXJK�WKH�SODQV�GHYHORSHG��$QG�WKLV�

DV�ZH�KDYH�VHHQ��KDV�EHHQ�IUDXJKW�ZLWK�SUREOHPV�

                                                
�� 7KH� %DQN� KDV� KRZHYHU� EHJXQ� WR� UHFUXLW� PRUH� VRFLRORJLVWV� DQG� DQWKURSRORJLVWV� LQ� UHFHQW� \HDUV�� WKRXJK� WKH

QXPEHUV� DUH� VWLOO� VPDOO� UHODWLYH� WR� HFRQRPLVWV�� DQG� WKH\� WHQG� QRW� WR� EH� WDVN� PDQDJHUV�� +RZHYHU�� DFFRUGLQJ� WR
&KDPEHUV��HFRQRPLVWV�RXWQXPEHU�RWKHU�VRFLDO�VFLHQWLVWV�E\�PD\EH�ILIW\�WR�RQH��&KDPEHUV���������²�����$�EDVLF
RUJDQLVDWLRQDO�FKDUW�RI�WKH�%DQN�LV�DYDLODEOH�DW��KWWS���ZZZ�ZRUOGEDQN�RUJ�KWPO�H[WGU�DERXW�RUJFKDUWV��

�� $�UHSRUW�E\�RQH�WDVN�PDQDJHU��QRWHV� WKDW� LQ�FRXQWU\�VWDII�KDYH�QRW�DOZD\V�EHHQ�HQWKXVLDVWLF�DERXW� WKH�6),�� ¶WKH
ILHOG�VWDII�VKRZV�OLWWOH�LI�DQ\�LQWHUHVW�LQ�KHOSLQJ�ZLWK�WKH�,QLWLDWLYH�EHFDXVH�LW�KDV�QR�UHODWHG�VWDII�ZHHN�DOORFDWLRQV�
DQG� DOVR� EHFDXVH� WKH� %DQN·V�PDQDJHPHQW� KDV� QRW� VXIILFLHQWO\� VWUHVVHG� WKH� LPSRUWDQFH� RI� WKH� LQLWLDWLYH� WR� ILHOG
VWDII·�

�� $� UHVHDUFKHU� RXWVLGH� WKH� %DQN� HFKRHG� WKH� DUJXPHQW� WKDW� WKH� ORDQV� VWUXFWXUH� RI� WKH� %DQN� ELDVHV� LW� WRZDUGV
¶VWUDLJKWIRUZDUG·�LQYHVWPHQWV�� ¶WKH�6),�SRLQWHG�WRZDUGV�WKH�VHWWLQJ�XS�RI�6RLO�0DQDJHPHQW�8QLWV�ZLWKLQ�QDWLRQDO
JRYHUQPHQWV��DQ� LQVWLWXWLRQDO�PHDVXUH�ZKLFK�UHTXLUHV�GLIIHUHQW�SURFHVVHV��EXW�QRW�WKH�W\SH�RI� WKLQJ� WKDW�FRXQWU\
HFRQRPLVWV�DUH�SDUWLFXODUO\�LQWHUHVWHG�LQ·�



��

����/LQNLQJ�WKH�JOREDO�DQG�WKH� ORFDO

7KH� FRPSOH[� MRFNH\LQJ� IRU� SRVLWLRQ� DQG� FRPSHWLWLRQ� RYHU� LGHDV� DQG� IXQGV� ERWK� EHWZHHQ� DQG� ZLWKLQ

RUJDQLVDWLRQV�RSHUDWLQJ�DW�WKH�JOREDO�OHYHO�H[SODLQV�PXFK�RI�WKH�IDWH�RI�WKH�6),�RYHU�WKH�SDVW�IHZ�\HDUV��%XW

WKH� VWRU\� LV� QRW� FRPSOHWH� ZLWKRXW� VRPH� UHIOHFWLRQ� RQ� WKH� LQWHUDFWLRQ� RI� WKLV� JOREDO� PDQRHXYULQJ�� DQG

SDUWLFXODU�QDWLRQDO�DQG�ORFDO�FRQWH[WV��,QWHUQDWLRQDO�LQLWLDWLYHV�GR�QRW�H[LVW�LQ�FRPSOHWH�LVRODWLRQ�IURP�VPDOOHU

VFDOHV��UDWKHU�WKHUH�DUH�DOZD\V�WKUHDGV�UXQQLQJ�IURP�RQH�WR�WKH�RWKHU��ORFDOLVLQJ�WKH�JOREDO�DQG�JOREDOLVLQJ�WKH

ORFDO��/RFDO�FRQWH[WV�DIIHFW��ZKHWKHU�LPSOLFLWO\�RU�H[SOLFLWO\��WKH�VKDSH�RI�LQLWLDWLYHV�IURP�FRQFHSWLRQ�WKURXJK

WR�WKHLU�ODWHU�VWDJHV��7DNH��IRU�H[DPSOH��WKH�&RQYHQWLRQ�WR�&RPEDW�'HVHUWLILFDWLRQ��:KLOH�ZLGHO\�SHUFHLYHG�DV

H[LVWLQJ�RQO\� LQ� WKH�RUJDQLVDWLRQDO�VWUDWRVSKHUH��PDQ\�ZRXOG�DUJXH� WKLV� LQLWLDWLYH�H[LVWV�SDUWO\� DV� D� UHVXOW�RI

OREE\LQJ�RQ�EHKDOI�RI�$IULFDQ�JRYHUQPHQWV�DW�5LR��,WV�FXUUHQW�VKDSH�GHSHQGV�KHDYLO\�RQ�ORFDO�FRQWH[WV�DQG

FRQWLQXHG�LQWHUDFWLRQV�ZLWK�WKH�JOREDO�VHFUHWDULDW��7RXOPLQ�������

$V�ZH�KDYH�DUJXHG�� WKH�JOREDO� LV�FRQWHVWHG�DQG�H[LVWV�ZLWK�PDQ\�VWDPSV�RQ� LW��'HVSLWH� WKH�JOREDOLVHG

UHSUHVHQWDWLRQV� RI� VFLHQFH� DQG�SROLF\� FORVH� VFUXWLQ\� KLJKOLJKWV� D� VHW� RI� IRRWSULQWV� OHDGLQJ� RII� WR� SDUWLFXODU

ORFDOLWLHV�²�ZKHWKHU�WR�ILHOG�VLWHV�LQ�.HQ\D�DQG�0DOL��RU� ODERUDWRULHV�DQG�RIILFHV� LQ�1DLUREL�RU�:DJHQLQJHQ�

7KH�JOREDO��ZKDWHYHU�WKH�DSSHDUDQFH��LV�QHYHU�DEOH�WR�GHWDFK�LWVHOI�RI�LWV�PRRULQJV�WR�VSHFLILF�ORFDOHV�� LW�FDQ

MXVW�GR�PRUH�RU�OHVV�HIIHFWLYH�MREV�DW�KLGLQJ�WKHP�DZD\�

6R� ZLWK� WKH� 6),�� 2QH� LQIRUPDQW� UHIOHFWHG�� ¶:KHUH� GLG� WKH� 6),� EHJLQ"� ,Q� :DVKLQJWRQ�� 7KDW·V� WKH

SUREOHP�ZLWK�LW�·�$QRWKHU�WROG�RI�WKH�FKDRV�DW�WKH�ODXQFK�RI�WKH�6),�DW�WKH�:RUOG�)RRG�6XPPLW�LQ�5RPH�LQ

������DV�VWDII�UDQ�DURXQG�WU\LQJ�WR�ILQG� ¶EODFN�IDFHV�IRU�WKH�SKRWR�VKRRW·��6R��DOWKRXJK�WKLV�JOREDO� LQLWLDWLYH

ZDV�URRWHG�IURP�WKH�VWDUW�LQ�ZHVWHUQ�FDSLWDOV��OLQNV�WR�$IULFD��KRZHYHU�GXELRXVO\��ZHUH�TXLFNO\�PDGH��$IULFDQ

EXUHDXFUDFLHV�DUH�LQ�D�VHQVH�PXFK�OLNH�WKRVH�WKDW�KDYH�D�JOREDO�VWDPS��WKH\�QHHG�IXQGLQJ��SURMHFWV��LQLWLDWLYHV

WR�SODQ��DQG�IUDPHZRUNV�WR�GLVFXVV��,W�ZDV�UHODWLYHO\�HDV\�WR�ILQG�VRPH�FRPPRQ�FDXVH��$V�RQH�RIILFLDO�LQ�WKH

:RUOG�%DQN�FRPPHQWHG��$�WUDGH�XQLRQ�VSLULW�GULYHV�WKH�6),��OLQNLQJ�QDWLRQDO�DQG�LQWHUQDWLRQDO�EXUHDXFUDWV�

ZH�DUH�DOO� LQ� WKH�VDPH�WUDGH�XQLRQ�·�+H�ZHQW�RQ�� ¶,W·V� D� VXSSO\�GULYHQ�V\VWHP�²� LW·V� WUXH� WKDW� LQLWLDWLYHV� DUH

GULYHQ�IURP�WKH�RXWVLGH��:KHQ�\RX�RIIHU�FRRNLHV�DQG�SHDQXWV�²�RI�FRXUVH�SHRSOH�MRLQ�LQ·�

3HRSOH�MRLQ�LQ�DQG��LQ�WKH�SURFHVV��WKH\�EHJLQ�WR�QHJRWLDWH�DV�WKHLU�PRUH�FRPSOLFDWHG�EXUHDXFUDWLF�DQG

SROLWLFDO�VHWWLQJV�FRPH�LQ�WR�SOD\��PXFK�DV�ZH�KDYH�SUHVHQWHG�ZLWK�WKH�6),�FRUH�JURXS��0RUH�DFWRUV��PHDQV�

PRUH�FRPSOH[LW\��DQG�WKH�GLIILFXOWLHV�RI�KROGLQJ� WKH�QHWZRUN� WRJHWKHU��EHFRPHV�HYHQ�PRUH�FKDOOHQJLQJ��,Q

WKH� SURFHVV�� QHZ� DFWRU�QHWZRUNV� DUH� FUHDWHG� UHIOHFWLQJ� SDUWLFXODU� SDUWV� RI� WKH� JOREDO� DUHQD� WKDW� DUH� ZHOO

FRQQHFWHG� WR� FHUWDLQ� ORFDOLWLHV�� :LWK� GRQRUV� KDYLQJ� IDYRXUHG� FRXQWULHV� IRU� DLG� GLVEXUVHPHQWV� DQG� WKH

LQWHUQDWLRQDO�DJHQFLHV�ZDQWLQJ�WR�OLQN�DFWLRQV�WR�RQ�JRLQJ�SURJUDPPHV�WKH�FRQQHFWLRQV�WR�WKH�QDWLRQDO�OHYHO

KDYH�EHHQ�IUDJPHQWDU\��$V�D�%DQN�RIILFLDO�QRWHG��¶:H�FDQ�RQO\�ZRUN�RQ�D�FRXQWU\�WR�FRXQWU\�EDVLV�²�WKHUH�LV

QR�JHQHUDO�OLQH·����7KLV�KDV�SURGXFHG�FRQVLGHUDEOH�IUXVWUDWLRQ�IURP�VRPH�LQWHUQDWLRQDO�SOD\HUV�� ¶$IWHU�7RJR�

VRLO�IHUWLOLW\�DFWLRQ�SODQV�KDYH�EHFRPH�¶FRRN�ERRNV·�UHIOHFWLQJ�GLIIHUHQW�LQWHUHVWV·�

:KDW�KDSSHQV�LQ�SDUWLFXODU�SODFHV�DOVR�UHIOHFWV�WKH�LQWHUHVWV�RI�WKRVH�ZKR�DUH�IXQGLQJ�WKH�DFWLYLWLHV��,Q

                                                
�� $�:RUOG�%DQN� WDVN�PDQDJHU�QRWHV� LQ�KLV� UHSRUW�� ¶,Q� FRXQWULHV� VXFK� DV�%XUNLQD�)DVR� DQG�6HQHJDO�� JRYHUQPHQWV

DOUHDG\�KDYH�D�VWUDWHJ\�IRU�GHDOLQJ�ZLWK�WKH�VRLO�IHUWLOLW\� LVVXH�DQG�DUH�QRW� LQFOLQHG� WR�PDNH�DQ\�FKDQJH��)XQGLQJ
VRXUFHV�IRU�LPSOHPHQWLQJ�WKH�VWUDWHJ\�DOUHDG\�H[LVW«�)$2�DVVLVWDQFH�IRU�GUDIWLQJ�DFWLRQ�SODQV��DOWKRXJK�SROLWHO\
DFFHSWHG��LV�QRW�EHLQJ�HIIHFWLYHO\�XVHG·��3UXGHQFLR����������



��

VRPH�SODFHV�ZKHUH�RUJDQLVDWLRQV�OLNH�,)'&�RU�,&5$)�KDYH�EHHQ�ZRUNLQJ�IRU�VRPH�WLPH��WKH� LQLWLDWLYH�KDV

WKHLU�VWDPS�XSRQ�LW��,Q�RWKHUV��ELODWHUDO�DLG�DJHQFLHV�DUH�HVVHQWLDO�IRU�QHZ�IXQGLQJ��5DWKHU�GHVSDLULQJO\�RQH

)$2� RIILFLDO� FRPPLWWHG� WR� WKH� 6),� REVHUYHG�� ¶ZLWKRXW�PRQH\� SHRSOH� LQ� WKH� ��� FRXQWULHV� ZRQ·W� FRPPLW

WKHPVHOYHV� WR� WKH�ZRUN��8QOHVV�WKH�ELODWHUDOV�FRPH�RQ�VWURQJ�WKLV� MXVW�ZRQ·W�EH�D�KXJH� WKLQJ·�� ,Q�RWKHUV� LW

GHSHQGV�RQ�WKH�LQWHUHVWV�DQG�SUHGLOLFWLRQV�RI�%DQN�WDVN�PDQDJHUV�ZKR�PD\�OLQN�WKH�6),�WR�DQ�H[LVWLQJ�ORDQ

SRUWIROLR��,Q�DOO�RI�WKHVH�SODFHV�WKHUH�DUH�QHJRWLDWLRQV�UHIOHFWLQJ�LQWHUHVWV�DQG�FRQWH[WV��,Q�VRPH�SODFHV�WKH�6),

LV�RQ�KROG��RU�KDV�EHHQ�WHUPLQDWHG�EHFDXVH�DFWRU�QHWZRUNV�FRXOG�QRW�EH�FRQVWUXFWHG�EHWZHHQ�LQWHUQDWLRQDO

DQG�QDWLRQDO�SOD\HUV�

7KHVH�LQWHUDFWLRQV�EHWZHHQ�WKH�LQWHUQDWLRQDO�DQG�WKH�QDWLRQDO�DUH�RIWHQ�DV�LPSRUWDQW�WKHQ�DV�LQWHUDFWLRQV

ZLWKLQ�RU�EHWZHHQ�SDUWV�RI�WKH�LQWHUQDWLRQDO�LQ�FUHDWLQJ��XSKROGLQJ�RU�UHIUDPLQJ�JOREDOLVHG�NQRZOHGJH�DQG�WKH

IUDPHZRUNV� WKDW� DUH� FUHDWHG�ZLWK� LW����8QFHUWDLQWLHV� DURXQG� VFLHQFH� DUH� RSHQHG� XS� LQ� VRPH�SODFHV�� QRW� LQ

RWKHUV��,Q�VRPH�JOREDOLVHG�VFLHQFH�DQG�WKH�VRLO�IHUWLOLW\�FULVLV�QDUUDWLYH�YHU\�PXFK�VKDSHV�GHEDWH�DQG�SODQQLQJ�

LQ�RWKHUV� WKHUH�PD\�EH�PRUH� UHQHJRWLDWLRQ� WR�UHIOHFW� ORFDO�NQRZOHGJH�� ORFDO� LQWHUHVWV� DQG� ORFDO� FRPSOH[LW\�

1HZ�DQG�PRUH�DFWRU�QHWZRUNV� IRUP�DURXQG� WKHVH� WKLQJV�DV� WKH�RULJLQDO� FRUH�ZHDNHQV� LQ�VRPH�SODFHV� DQG

H[WHQGV� LWVHOI� LQ�RWKHUV�� ,Q� RWKHU�ZRUGV��ZKLOH� DW� ILUVW� VLJKW� WKH� GRPLQDQFH� RI� JOREDO� GLVFRXUVHV� VHHPV� DOO

SRZHUIXO��WKLV�UHPDLQV�VR�RQO\�LI�WKH�LQVWLWXWLRQDO�FRPPLWPHQWV�DQG�SUDFWLFHV�UHTXLUHG�FDQ�EH�PDLQWDLQHG�LQ

ORFDO�VSDFHV��$Q�LQFUHGLEO\�WLJKW��IRFXVVHG�DFWRU�QHWZRUN�VWUHWFKLQJ�IURP�WKH�JOREDO�WR�WKH�ORFDO�LV�WKHUHIRUH

HVVHQWLDO��,Q�WKH�FDVH�RI�WKH�6),�WKLV�FRXOG�QRW�EH�VXVWDLQHG��$V�WKH�VFLHQFH�JRW�XQSDFNHG��NH\�SOD\HUV�IDLOHG�WR

MRLQ�XS��DQG�ORFDO�FRQWH[WV�EHFDPH�LPSRVVLEOH�WR�LJQRUH��WKH�VWDQGDUGLVHG�JOREDO�QDUUDWLYH�EHJDQ�WR�GLVVLSDWH

DQG�ZLWK�LW�WKH�DFWRU�QHWZRUNV�DVVRFLDWHG�ZLWK�WKH�6),�ODXQFK��)RXU�\HDUV�RQ��WKH�6),�LV�PDGH�XS�RI�D�UDWKHU

ZHDNO\�OLQNHG��UDWKHU�GLVSDUDWH�FRQVWHOODWLRQ�RI�IDLUO\�GLYHUVH�LQWHUHVW�DQG�SRVLWLRQV��$�IDU�FU\�IURP�WKH�RULJLQDO

YLVLRQ�

��� �&21&/86,21

6R�ZKDW�FDQ�ZH�FRQFOXGH�IURP�WKLV�VWRU\"�7KH�6),�FDQ�EH�VHHQ�DV�SDUW�RI�D�EURDGHU�SDWWHUQ��W\SLFDO�RI�WKH

SRVW�5LR�HUD��ZLWK�JOREDOLVHG�QDUUDWLYHV�RI�HQYLURQPHQWDO�FKDQJH� LQIOXHQFLQJ�SDUWLFXODU�FRXUVHV�RI�DFWLRQ�DW

WKH�ORFDO�OHYHO��:KLOH�WKHUH�DUH�FOHDU�SHFXOLDULWLHV�RI�WKH�6),�FDVH��VRPH�EDVLF�FRPSDULVRQV�ZLWK��IRU�H[DPSOH�

WKH�&RQYHQWLRQ� WR�&RPEDW�'HVHUWLILFDWLRQ�� 6XVWDLQDEOH�'HYHORSPHQW� 6WUDWHJLHV� RU� (QYLURQPHQWDO� $FWLRQ

3ODQV� VKRZ� WKDW� D� FKDUDFWHULVWLF�SROLF\�SURFHVV� LV� HYLGHQW��7KH� LQWHUDFWLRQV� RI� VFLHQFH�� DFWRU�QHWZRUNV� DQG

EXUHDXFUDWLF�SROLWLFV�DFURVV�VFDOHV�IURP�WKH�JOREDO�WR�WKH�ORFDO�UHVXOW�LQ�D�UDQJH�RI�DFWLRQV�W\SLILHG�E\�DFWLRQ

                                                
�� :H�KDYH�VXJJHVWHG�D�QXPEHU�RI�UHDVRQV�IRU�WKH�XQUDYHOOLQJ�RI�WKH�6RLO�)HUWLOLW\�,QLWLDWLYH��7R�WKHVH�PLJKW�EH�DGGHG

DQRWKHU��QDPHO\� WKDW� LI� WKHUH� LV� D�GHYHORSPHQW� LQGXVWU\�� WKLV� LQGXVWU\�QHHGV�QHZ�SURGXFWV�� DV� HYHU\WKLQJ� KDV� LWV
VKHOI�OLIH��:KHQ�ZH�EHJDQ�WKLV�UHVHDUFK�VRLO�IHUWLOLW\�VWRRG�DW�WKH�DSH[�RI�ERWK�IRRG�DQG�HQYLURQPHQW�GHEDWH��DQG�DV
VXFK� ORRNHG� WR� EHFRPH� D� PDMRU� SROLF\� LVVXH�� 1RZ� WKLV� DSSHDUV� OHVV� WKH� FDVH� WKDQ� EHIRUH�� DQG� WKHUH� DUH� QHZ
SULRULWLHV�� $W� WKH� WLPH� RI� ZULWLQJ� ELRWHFKQRORJ\� DQG� ZDWHU� DUH� WKH� NH\� WKHPHV�� ,QWHUHVWLQJO\�� ERWK� WKH
HQYLURQPHQWDO�GHJUDGDWLRQ�DQG� IRRG�JDS�QDUUDWLYHV�ZH�QRWHG�HDUOLHU�DUH� DUWLFXODWHG�DV�SRZHUIXOO\� DV� HYHU� LQ� WKH
DWWHQWLRQ�JUDEELQJ�SDUWV�RI�SROLF\�GRFXPHQWV��EXW�QRZ�WKH\�DUH�OLQHG�XS�WR�JHQHUDWH�HQWKXVLDVP�IRU�QHZ�FDXVHV�
2I� FRXUVH�� WKLV� FDQ� DOO� EH� DQDO\VHG� DV� DQ� LQ�EXLOW� QHHG� WR� JR� RQ� JHQHUDWLQJ� QHZ� LGHDV� WR� NHHS� HYHU\RQH� EXV\�
UHVHDUFKHUV�� SURMHFW�PDQDJHUV� DQG� FRQVXOWDQWV�� %XW� LW� DOVR� UHPLQGV� XV� WKDW� WKHUH� DUH� DOZD\V� XQLYHUVHV� RI� DFWRU�
QHWZRUNV�EH\RQG�WKH�RQH�ZLWK�ZKLFK�ZH�DUH�LPPHGLDWHO\�FRQFHUQHG��6R�WKHUH�DUH�ZDWHU�RU�ELRWHFKQRORJ\�SROLF\
HQWUHSUHQHXUV�DQG�DFWRU�QHWZRUNV�LQ�WKH�VDPH�ZD\�WKDW�WKHUH�DUH�ZHEV�RI�NH\�SURWDJRQLVWV�LQ�WKH�VRLO�IHUWLOLW\�ILHOG�
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SODQV��WHFKQLFDO�LQWHUYHQWLRQV�DQG�FRPPXQLW\�EDVHG�SURMHFWV��7KHVH�DUH�QRW�PLQRU�XQGHUWDNLQJV�²�VLJQLILFDQW

LQYHVWPHQWV�RI�GRQRU�DQG�JRYHUQPHQW�UHVRXUFHV��ERWK�ILQDQFLDO�DQG�KXPDQ��DUH�FRPPLWWHG�WR�VXFK�DFWLYLWLHV

HYHU\�\HDU�� ,W� LV�GLIILFXOW� WR� DVVHVV�ZKDW�KDV�EHHQ�VSHQW�RQ� WKH�6),�DV� WKH�DFWLYLWLHV�KDYH�EHHQ� WRR�GLIIXVH�

VSUHDG�� DV� ZH� KDYH� VHHQ�� EHWZHHQ� D� UDQJH� RI� RUJDQLVDWLRQV� DQG� FRXQWU\� DFWLRQV�� +RZHYHU�� LW� LV� QRW

LQVLJQLILFDQW��7KH�TXHVWLRQ�DULVHV�� LV�WKLV�DQ�DSSURSULDWH�DOORFDWLRQ�RI�UHVRXUFHV"�:KDW� OHVVRQV�FDQ�ZH�GUDZ

IURP� WKH� 6),� H[SHULHQFH"� :KDW� LPSOLFDWLRQV� DUH� WKHUH� IRU� WKH� SRVW�5LR� DSSURDFK� WR� LQWHUQDWLRQDO

HQYLURQPHQWDO�JRYHUQDQFH�DQG�SROLF\�SURFHVVHV�PRUH�EURDGO\"

7KUHH� FRQFOXVLRQV� DUH� SRVVLEOH�� 7KH� ILUVW� LV� WKDW�� ILQH�� WKH� 6),� VWDUWHG� RII� D� ELW� DODUPLVW�� DQG

RYHUVLPSOLILHG�WKH�SUREOHP��+RZHYHU��EHFDXVH�RI�WKLV��SHRSOH�DUH�QRZ�PRUH�DZDUH�RI�WKH�LVVXH�²�D�¶IODJ·�ZDV

UDLVHG��D�¶UHG�ODPS·�OLW��DQG��DV�D�UHVXOW��VRPH�IXQGV�ZHUH�FRPPLWWHG��7KURXJK�GHEDWH�DQG�LQWHUDFWLRQ�VRPH�RI

WKH�PRUH�H[WUHPH�FODLPV�ZHUH�GLVPLVVHG�DQG�VRPH�RI�WKH�PRUH�IDQFLIXO�SURMHFW�LGHDV�UHMHFWHG��$QG�ZKDW�KDV

KDSSHQHG�LV�D�VHW�RI�PRUH�RU�OHVV�VHQVLEOH�WKLQJV�LQ�SODFHV�ZKHUH�WKHUH�LV�FRPPLWPHQW��+RUVHV�IRU�FRXUVHV�

7KH�SUDJPDWLVWV·�OLQH�FRQFHGHV�WKLQJV�DUH�QRW�SHUIHFW��EXW�ZKDW�PRUH�FDQ�\RX�H[SHFW�IURP�WKH�GHYHORSPHQW

EXVLQHVV"�7KLV�LV�MXVW�KRZ�WKLQJV�ZRUN�

$�VHFRQG�YLHZ�RIIHUV�D�UDWKHU�SHVVLPLVWLF�SHUVSHFWLYH��3OHQW\�RI�PRQH\�DQG�WLPH�KDV�EHHQ�ZDVWHG��ZLWK

OLWWOH�UHVXOW��$W�OHDVW�QR�GDPDJH�ZDV�GRQH��EXW�OLWWOH�ZDV�DFKLHYHG�HLWKHU��<HW�DQRWKHU�H[DPSOH�RI�WKH�¶SRVW�5LR

V\QGURPH·�� RI� KRZ� EXUHDXFUDWLF� LPSHUDWLYHV� WR� FUHDWH� DFWLRQ� SODQV� DURXQG� JOREDO� SUREOHPV� LV� ERWK

GLYHUVLRQDU\� DQG� ZDVWHIXO�� 7KH� RQO\� DFKLHYHPHQWV� WKH� 6),� FRXOG� ERDVW� LQ� D� UHFHQW� VXPPDU\� SDSHU� ZHUH

QDWLRQDO� DFWLRQ�SODQV�� WKH� ,&5$)�ZRUN�� WKH� VRLO� IHUWLOLW\�PDQDJHPHQW�XQLW� VXSSRUWHG� E\� ,)'&� LQ�%XUNLQD

)DVR��DQG�WKH�5RFNHIHOOHU�IXQGHG�6RLO)HUW1HW�LQ�=LPEDEZH�DQG�0DODZL��:RUOG�%DQN��������([FHSW�IRU�WKH

DFWLRQ�SODQV�DOO�WKHVH�WKLQJV�ZHUH�JRLQJ�RQ�EHIRUH�RU�LQGHSHQGHQWO\�RI�WKH�6),��1RW�YHU\�LPSUHVVLYH�ZRXOG�EH

RQH�MXGJHPHQW��:KDW�LV�SHUKDSV�PRVW�SUREOHPDWLF�LV�WKDW�UHODWLYHO\�VFDUFH�WUDLQHG�SHRSOH�KDYH�EHHQ�GLYHUWHG

IURP�GRLQJ�XVHIXO�WKLQJV�DQG�KDYH�EHHQ�ZKLVNHG�XS�LQWR�WKH�LQWHUQDWLRQDO�FLUFXLW��LQWR�WKH�VHHPLQJO\�QHYHU�

HQGLQJ�SURFHVV�RI�HQJDJHPHQW�ZLWK�FRQYHQWLRQV��LQLWLDWLYHV��SODQV�DQG�SURJUDPPHV�FRQMXUHG�XS�LQ�UHVSRQVH

WR� WKH� JOREDO� HQYLURQPHQW� DQG� GHYHORSPHQW� GHEDWH��7KLV�ZDV� D� SRLQW� DFNQRZOHGJHG� E\� DQ� RIILFLDO� LQ� WKH

%DQN��¶,Q�%HQLQ�ZH�GLVFRYHUHG�WKHUH�ZHUH�PRUH�QHWZRUNV�WKDQ�VFLHQWLVWV�²�WKLV�OHDGV�WR�QR�WLPH�WR�GR�WKHLU

RZQ�MREV·��,Q�=LPEDEZH��FRPPHQWDWRUV�UHIHUUHG�WR�WKH�¶SHU�GLHP�KXQWLQJ·�SUDFWLFHV�RI�JRYHUQPHQW�RIILFLDOV�

DQG� KRZ� DW� FHUWDLQ� WLPHV� QR� VHQLRU� RIILFLDOV� DUH� SUHVHQW� LQ� WKH� 0LQLVWU\� DW� DOO� EHFDXVH� RI� DWWHQGDQFH� DW

LQWHUQDWLRQDO�PHHWLQJV�RI� YDULRXV� VRUWV��7KH�%DQN�RIILFLDO� DGPLWWHG�� ¶LW� WDNHV�RWKHUV� DZD\� IURP�JRRG�ZRUN

JRLQJ�RQ�LQ�FRXQWU\·�

$� WKLUG� YLHZ� WDNHV� D� PRUH� IXQGDPHQWDOO\� FULWLFDO� VWDQFH�� 7KURXJK� WKH� FUHDWLRQ� RI� SRZHUIXO� DFWRU�

QHWZRUNV�RI�VFLHQWLVWV�DQG�SROLF\�DFWRUV�LQ�D�UDQJH�RI�RUJDQLVDWLRQV�D�SUREOHPDWLF�QDUUDWLYH�ZDV�FRQVWUXFWHG�

7KLV�KDG�VRPH�VXFFHVV�LQ�VRPH�SODFHV��DQG�KDV�WKXV�IRUFHG�DQ�DJHQGD�RQ�XQVXVSHFWLQJ�SHRSOH��%HFDXVH�LW�LV

LQVXIILFLHQWO\�QXDQFHG��DQG� ODFNV� ORFDO�GHILQLWLRQ�DQG�RZQHUVKLS�� WKLV� LV�SRWHQWLDOO\�GDPDJLQJ�� DV� DOWHUQDWLYH

IUDPLQJV�RI�WKH�LVVXH�ZHUH�QRW�FRXQWHQDQFHG��7KH�FRPPHQW�RI�D�WDVN�PDQDJHU�DERXW�ZRUN�LQ�0DOL�UHIOHFWHG

WKLV��¶,Q�QRZKHUH�DUH�ZH�VWDUWLQJ�IURP�]HUR�²�PXFK�LV�NQRZQ�DOUHDG\��:H�GRQ·W�QHHG�GHWDLOHG�UHVHDUFK��:H

NQRZ�WKDW�WKHUH�LV�DFLGLILFDWLRQ�LQ�WKH�FRWWRQ�]RQH��HURVLRQ�LQ�WKH�VDQG\�DUHDV�DQG�VDOLQLVDWLRQ�LQ�WKH�2IILFH

>GX�1LJHU@·��$V�WKLV�TXRWH�KLJKOLJKWV��IRU�DOO�WKH�WDON�RI�WKH�6),�DV�SDUWLFLSDWRU\��WKHUH�LV�QRW�PXFK�URRP�WR
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UHGHILQH� WKH� TXHVWLRQ�� RU� FKDOOHQJH� VRPH� RI� WKH� NH\� DVVXPSWLRQV�� $QG� FOHDUO\�� ZKHUH� WKH� SUREOHP� EHLQJ

DGGUHVVHG�LV�PLVFRQFHLYHG��WKLV�FDQ�KDYH�KLJK�RSSRUWXQLW\�FRVWV�LQ�WHUPV�RI�WKH�XVH�RI�VFDUFH�SXEOLF�IXQGV�

6R�ZKDW� GR�ZH� FRQFOXGH� IURP� RXU� UHIOHFWLRQV� RQ� WKH� 6),� SURFHVV� DQG� JOREDO� SROLF\� SURFHVVHV�PRUH

JHQHUDOO\"� $V� ZLOO� DOPRVW� FHUWDLQO\� EH� FOHDU� E\� QRZ�� ZH� ORFDWH� RXUVHOYHV� DW� WKH� PRUH� FULWLFDO� HQG� RI� WKH

VSHFWUXP��+RZHYHU��DV�RQH�SUDJPDWLVW�FRPPHQWHG�WR�XV�¶,W·V�HDV\�IRU�\RX�UHVHDUFKHUV�WR�EH�FULWLFDO��%XW�ZH

DOO�NQRZ�WKH�SUREOHPV��8QWLO�\RX�FDQ�FRPH�XS�ZLWK�VRPHWKLQJ�EHWWHU�WKHQ�ZKDW�DUH�ZH�H[SHFWHG�WR�GR"·�)DLU

SRLQW��%\�RIIHULQJ�D�FULWLTXH�ZH�GR�QRW�ZDQW�WR�VXJJHVW�WKDW�DOO�WKRVH�LQYROYHG�DUH�QRW�DZDUH�RI�VRPH�RI�WKH

IDLOLQJV�ZH�KDYH�KLJKOLJKWHG��$V�ZH�KDYH�LQGLFDWHG�DW�YDULRXV�SRLQWV�LQ�WKH�SDSHU��VFLHQWLVWV�DUH�DFXWHO\�DZDUH

RI�WKH�OLPLWDWLRQV�RI�WKHLU�ZRUN��DQG�DUH�RIWHQ�DJKDVW�DW�WKH�XVHV�WR�ZKLFK�LW�LV�SXW��(TXDOO\��WKRVH�RSHUDWLQJ�LQ

ODUJH�EXUHDXFUDFLHV�FRQIURQW�WKH�REVWDFOHV�ZH�KDYH�UHIHUUHG�WR�RQ�D�GDLO\�EDVLV�DQG�KDYH�QHFHVVDULO\�GHYHORSHG

DOO�VRUWV�RI�ZD\V�RI�FRSLQJ�ZLWK�WKHVH��,Q�WKH�VDPH�ZD\��WKH�¶SROLF\�HQWUHSUHQHXUV·�ZKR�DUH�YRFDO�FKDPSLRQV

RI�SDUWLFXODU�YLHZV�NQRZ�WKDW�RQO\�FHUWDLQ�WKLQJV�JHW�OLVWHQHG�WR��DQG�UHVSRQG�DFFRUGLQJO\��DJDLQ�EHLQJ�IXOO\

DZDUH�RI�WKH�OLPLWDWLRQV�RI�VRXQG�ELWH�VW\OH�DGYRFDF\�

,Q�RWKHU�ZRUGV��WKHUH�LV�QR�ODUJH�VFDOH�FRQVSLUDF\�JRLQJ�RQ��RUFKHVWUDWHG�E\�EDG�SHRSOH�ZLWK�PDOHYROHQW

LQWHQW��%\�WHDVLQJ�RXW�WKH�FRPSOH[LWLHV�RI�WKH�SROLF\�SURFHVV��RXU�LQWHQWLRQ�KDV�EHHQ�²�E\�PDNLQJ�WKH�RIWHQ

LPSOLFLW�SUDFWLFHV�DQG�SURFHVVHV�RI�SROLF\�PRUH�H[SOLFLW�²�WR�HQFRXUDJH�D�PRUH�RSHQ�DQG�LQIRUPHG�GLVFXVVLRQ

DERXW�KRZ�WR� LPSURYH�WKLQJV��,W� LV�ZLGHO\�DFFHSWHG�WKDW�WKH�FXUUHQW�VLWXDWLRQ� LV� IDU�IURP� LGHDO��$V�D�VHQLRU

GLUHFWRU�LQ�D�81�RUJDQLVDWLRQ�REVHUYHG�

:H·YH�JRW�WR�UHWKLQN�ZKDW�ZH�GR�DW�WKH�LQWHUQDWLRQDO�OHYHO��:H�RSHUDWH�LQ�D�ZRUOG�ZKLFK�LV�RXW�RI�WRXFK�

:H�KDYH�GR]HQV�RI�SURMHFWV�DOO�RYHU�$IULFD��EXW�PRVW�DUH�GLVDVWHUV��7KLV�LV�QRW�WKH�ZD\�WR�JR��:H·YH�JRW

WR�ILQG�ZD\V�RI�OLQNLQJ�ZKDW�LV�UHDOO\�JRLQJ�RQ��RQ�WKH�JURXQG��ZLWK�WKH�ZLGHU�GHEDWHV��%\�DQG�ODUJH�WKH

FRQYHQWLRQ�SURFHVVHV�KDYH�QRW�GRQH�WKLV��:H�QHHG�WR�ILQG�QHZ�ZD\V�

6R�ZKDW�OHVVRQV�KDYH�ZH�OHDUQHG�IURP�WKH�UHVHDUFK�UHSRUWHG�KHUH�WKDW�PLJKW�SURYLGH�LQVLJKWV�LQWR�WKHVH�¶QHZ

ZD\V·�RI�GRLQJ�WKLQJV"�$�QXPEHU�RI�WKHPHV�VWDQG�RXW��)LUVW��WKH�VFLHQWLILF�¶IDFWV·�XSRQ�ZKLFK�JOREDO�LQLWLDWLYHV

DUH�EDVHG�DUH�RIWHQ�SODJXHG�E\�XQFHUWDLQWLHV��$V�ZH�VDZ�LQ�UHODWLRQ�WR�WKH�GHEDWH�DERXW�URFN�SKRVSKDWH�DQG

RUJDQLF�DOWHUQDWLYHV�WKHUH�LV�RIWHQ�OLWWOH�FRQVHQVXV�HYHQ�ZLWKLQ�WKH�PDLQVWUHDP�VFLHQWLILF�FRPPXQLW\��$GG�LQ

WKH� RIWHQ� H[FOXGHG�SHUVSHFWLYHV� IURP� UHVRXUFH� XVHUV� WKHPVHOYHV� VXFK� XQFHUWDLQWLHV� JURZ� IXUWKHU��7KLV�� RI

FRXUVH�� LV� WR� EH� H[SHFWHG�� EXW� WRR� RIWHQ� SROLF\� SURFHVVHV� DVVXPH� D� UDWKHU� OLQHDU�PDSSLQJ� RI� XQFRQWHVWHG

WHFKQLFDO�VFLHQWLILF�LQIRUPDWLRQ�RQ�WR�SROLF\�VROXWLRQV��,I�WKH�ORFDO�SULRULWLHV��YDOXHV�DQG�FRQWH[WV�ZKHUH�VXFK

VROXWLRQV�DUH�H[SHFWHG�WR�EH�DSSOLHG�DUH�WDNHQ�PRUH�ILUPO\�LQWR�DFFRXQW�D�GLYHUVH�UDQJH�RI�SUREOHP�IUDPLQJV

DQG�SRWHQWLDO�VROXWLRQV�DUH�DOPRVW�LQHYLWDEOH��$FFRPPRGDWLQJ�VXFK�GLYHUVLW\�ZLWKLQ�WKH�FXUUHQW�DUFKLWHFWXUH

RI�SROLF\�PDNLQJ�LV��DV�ZH�KDYH�VHHQ��SUREOHPDWLF�

7KH� SDSHU�KDV� KLJKOLJKWHG� WKH� QHHG� WR�PDNH� H[SOLFLW� D� UHFRJQLWLRQ� RI� WKH� OLPLWDWLRQV� RI� EXUHDXFUDWLF

SURFHGXUHV�� $V� ZH� KDYH� VHHQ�� ZLWK� SDUWLFXODU� PDQGDWHV�� RUJDQLVDWLRQDO� VWUXFWXUHV� DQG� LQFHQWLYH� V\VWHPV�

SROLF\� RXWFRPHV� DUH� QHFHVVDULO\� FRQVWUDLQHG�� 1R� PDWWHU� KRZ� PXFK� UKHWRULFDO� SOD\� LV� PDGH� RI� ORFDO

SHUVSHFWLYHV� DQG�SDUWLFLSDWRU\� SURFHVVHV�� WKHUH� DUH� FOHDU� OLPLWV��7KHUHIRUH� LI� WKH� UKHWRULFDO� LGHDOV� DUH� WR� EH

UHDOLVHG��D�ORQJ��KDUG�ORRN�DW�WKH�RUJDQLVDWLRQDO�DUUDQJHPHQWV�IRU�SROLF\�PDNLQJ�ZLOO�EH�UHTXLUHG��:KLOH�WKHUH
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FOHDUO\�LV�D�UROH�IRU�LQWHUQDWLRQDO�RUJDQLVDWLRQV��WKLV�PD\�²�DV�PDQ\�LQIRUPDQWV�ZH�VSRNH�WR�DFNQRZOHGJHG�²

QHHG�WR�EH�UHGHILQHG��:KHUH�FRPSOH[��QRQ�OLQHDU�SROLF\�SURFHVVHV�DUH�DW�ZRUN��ZKHUH�FRQWHVWV�RI�NQRZOHGJH�

SROLWLFV�DQG�SRZHU�DUH�NH\��SURFHVVHV�RI�FRQYHQLQJ��FKDQQHOOLQJ�DQG�IDFLOLWDWLQJ�ZLOO�EH�YLWDO��<HW�WKH�FXUUHQW

DUUDQJHPHQWV� DUH� FOHDUO\� LQDGHTXDWH�� VHW� DV� WKH\� DUH� ZLWKLQ� D� OLQHDU� YLVLRQ� RI� SROLF\�PDNLQJ� EDVHG� RQ

DVVXPSWLRQV� DERXW� XQSUREOHPDWLF� VFLHQWLILF� IUDPLQJV� DQG� ODUJHO\� LQVWUXPHQWDO�� WRS�GRZQ�� PDQDJHULDO

LPSOHPHQWDWLRQ� SURFHGXUHV�� 7KH� SRVW�5LR� IORRG� RI� FRQYHQWLRQV�� LQLWLDWLYHV�� SURJUDPPHV� DQG� DFWLRQ� SODQV

FOHDUO\� LQ�PDQ\�ZD\V� UHLQIRUFH� WKLV� DQG�VR�GR�QRW�PHHW� WKH�GHPDQGV�RI� D� IOH[LEOH�� DGDSWLYH� DQG�JURXQGHG

SROLF\�SURFHVV�

<HW��DV�ZH�KDYH�VHHQ��JOREDO�DJHQGDV�DUH�IDU� IURP�PRQROLWKLF��3DUWLFXODU�QDUUDWLYHV�DQG�GLVFRXUVHV�DUH

RIWHQ�EDVHG�RQ�UHODWLYHO\�IUDJLOH��FOHDUO\�PXWDEOH�DFWRU�QHWZRUNV��7KHUH�LV�DOVR�IUHTXHQWO\�DQ�LWHUDWLYH�VKDSLQJ

RI�DJHQGDV� WKURXJK� LQWHUDFWLRQ�ZLWK� ORFDO� VHWWLQJV��%XW� WKHUH� UHPDLQV�D� WHQVLRQ�EHWZHHQ� WKH� ¶VWUDWRVSKHULF·

UHDOPV�RI�WKH�JOREDO�GHEDWH�DQG�HQJDJHPHQW�ZLWK� ORFDO�VHWWLQJV�ZKLFK�YHU\�RIWHQ� OLPLWV� WKH�DELOLW\�IRU� ORFDO

YRLFHV� WR� EH� KHDUG�� 1HZ� PRUH� LQFOXVLYH� IRUPV� RI� GHOLEHUDWLRQ� LQ� VXFK� JOREDO� SROLF\� GHEDWHV� DUH� FOHDUO\

UHTXLUHG����ZKLFK� DOORZ� D�GLYHUVLW\�RI�SHUVSHFWLYHV� WR� HQJDJH�� RSHQLQJ�XS� WKH� ¶EODFN� ER[HV·� RI�PDLQVWUHDP

VFLHQFH�DQG�EULQJLQJ�LQ�GLIIHUHQW�DFWRUV�ZKR�FDQ�KHOS�UHIUDPH�WKH�TXHVWLRQV�DQG�GHYHORS�D�JUHDWHU�GLYHUVLW\�RI

VROXWLRQV�� &UHDWLQJ� WKH� IUDPHZRUN� IRU� VXFK� HQJDJHPHQW� UHPDLQV� D� PDMRU� FKDOOHQJH� IRU� DOO� LQWHUQDWLRQDO

LQLWLDWLYHV��LQFOXGLQJ�WKH�6),�

                                                
�� 1HZ�H[SHULPHQWV�LQ�WKLV�DUHD�DUH�HPHUJLQJ��NQRZQ�DV�GHOLEHUDWLYH�LQFOXVLRQDU\�SURFHVVHV��RU�',3V��WKHVH�PDNH�XVH

RI� QHZ� LQVWLWXWLRQDO� PHFKDQLVPV� VXFK� DV� FLWL]HQV·� MXULHV�� FRQVHQVXV� FRQIHUHQFHV�� DQG� HOHFWURQLF� SROOLQJ�� )RU� D
UHYLHZ�RI�WKH�OLWHUDWXUH�RQ�',3V��VHH�%ORRPILHOG�HW�DO���������DQG�+ROPHV�DQG�6FRRQHV��������



��

5()(5(1&(6

$JFDRLOL��0��DQG�5RVHJUDQW��0���������¶:RUOG�6XSSO\�DQG�'HPDQG�3URMHFWLRQV�IRU�&HUHDOV������·�������%ULHI

���$XJXVW�������:DVKLQJWRQ�'�&���,)35,

$JUDZDO��$���������¶'LVPDQWOLQJ�WKH�'LYLGH�EHWZHHQ�,QGLJHQRXV�DQG�6FLHQWLILF�.QRZOHGJH·��'HYHORSPHQW

DQG�&KDQJH��9RO��������²��

$SSDGXUDL��$���������¶*OREDO�(WKQRVFDSHV��QRWHV�DQG�TXHULHV�IRU�D�WUDQVQDWLRQDO�DQWKURSRORJ\·��LQ�$�

$SSDGXUDL��0RGHUQLW\�DW�/DUJH��FXOWXUDO�GLPHQVLRQV�RI�JOREDOLVDWLRQ��0LQQHDSROLV��8QLYHUVLW\�RI

0LQQHVRWD�3UHVV

$SWKRUSH��5���������¶5HDGLQJ�'HYHORSPHQW�3ROLF\�DQG�3ROLF\�$QDO\VLV��RQ�IUDPLQJ��QDPLQJ��QXPEHULQJ�DQG

FRGLQJ·��LQ�5��$SWKRUSH�DQG�'��*DVSHU��HGV���$UJXLQJ�'HYHORSPHQW�3ROLF\��IUDPHV�DQG�GLVFRXUVHV�

/RQGRQ��)UDQN�&DVV

%DGLDQH��2��DQG�'HOJDGR��&���HGV���������¶$������9LVLRQ�IRU�)RRG��$JULFXOWXUH�DQG�WKH�(QYLURQPHQW�LQ�VXE�

6DKDUDQ�$IULFD·��)RRG��$JULFXOWXUH�DQG�WKH�(QYLURQPHQW�'LVFXVVLRQ�3DSHU����:DVKLQJWRQ��,)35,

%HUJHVHQ��+��DQG�/XQGH��/���������'LQRVDXUV�RU�'\QDPRV��WKH�8QLWHG�1DWLRQV�DQG�WKH�:RUOG�%DQN�DW

WKH�WXUQ�RI�WKH�FHQWXU\��/RQGRQ��(DUWKVFDQ

%ODNH��5���������/HWWHU�RQ�EHKDOI�RI�WKH�&RPPLWWHH�RQ�$JULFXOWXUDO�6XVWDLQDELOLW\�IRU�'HYHORSLQJ�&RXQWULHV�WR

-DPHV�:ROIHQVRKQ��3UHVLGHQW�RI�WKH�:RUOG�%DQN����2FWREHU

%ORRPILHOG��'���&ROOLQV��.���)U\��&��DQG�0XQWRQ��5���������¶'HOLEHUDWLYH�DQG�,QFOXVLRQDU\�3URFHVVHV��WKHLU

FRQWULEXWLRQV�WR�HQYLURQPHQWDO�JRYHUQDQFH·��3DSHU�SUHVHQWHG�DW�WKH�ILUVW�(65&�¶',3V�LQ�(QYLURQPHQWDO

'HFLVLRQ�PDNLQJ·�VHPLQDU����WK�'HFHPEHU�����

%RHKPHU�&KULVWLDQVHQ�� 6��� ������ ¶7KH� LQWHUQDWLRQDO� UHVHDUFK� HQWHUSULVH� DQG� JOREDO� HQYLURQPHQWDO� FKDQJH�

FOLPDWH� FKDQJH� SROLF\� DV� D� UHVHDUFK� SURFHVV·�� LQ� -�� 9RJOHU� DQG�0�� ,PEHU� �HGV���7KH�(QYLURQPHQW� RI

,QWHUQDWLRQDO�5HODWLRQV��/RQGRQ��5RXWOHGJH��������

%RUODXJ�� 1�� DQG� 'RZVZHOO�� &��� ������ ¶0RELOLVLQJ� 6FLHQFH� DQG� 7HFKQRORJ\� WR� JHW� $JULFXOWXUH� 0RYLQJ� LQ

$IULFD·��'HYHORSPHQW�3ROLF\�5HYLHZ��9RO����1R�������²��

%UHFKLQ��6���������3ODQWLQJ�7UHHV�LQ�WKH�'HYHORSLQJ�:RUOG��D�VRFLRORJ\�RI�LQWHUQDWLRQDO�RUJDQL]DWLRQV�

%DOWLPRUH��-RKQV�+RSNLQV�8QLYHUVLW\�3UHVV

%UHPDQ��+���������¶6RLO�)HUWLOLW\�,PSURYHPHQW��WKH�NH\�WR�/DQG�XVH�0DQDJHPHQW�DQG�'HVHUWLILFDWLRQ�FRQWURO

LQ�:HVW�$IULFD·��1DWXUDO�5HVRXUFHV�)RUXP��9RO����1R����3DJH�QXPEHUV�QRW�DYDLODEOH

%UHPDQ��+��DQG�8LWKRO��3���HGV���������¶7KH�SULPDU\�SURGXFWLRQ�LQ�WKH�6DKHO�SURMHFW�²�D�ELUG·V�H\H�YLHZ�

SXEOLFLVLQJ�WKH�UHVXOWV�RI�D�VWXG\�RQ�WKH�6DKHOLDQ�UDQJHODQGV�WR�LPSURYH�WKH�SODQQLQJ�IRU�GHYHORSPHQW

SURJUDPPHV�IRU�DQLPDO�KXVEDQGU\�DQG�WKH�PDQDJHPHQW�RI�QDWXUDO�UHVRXUFHV·��:DJHQLQJHQ��&HQWUH�IRU

$JURELRORJLFDO�5HVHDUFK

%XGHOPDQ��$��DQG�'HIRHU��7���IRUWKFRPLQJ��¶1RW�E\�1XWULHQWV�$ORQH��DQ�DOWHUQDWLYH�LQWHUSUHWDWLRQ�RI�WKH�6RLO

)HUWLOLW\�,QLWLDWLYH·��'UDIW�WH[W�IRU�1DWXUDO�5HVRXUFHV�)RUXP

%XPE��%��DQG�%DDQDQWH��&�������D��¶:RUOG�7UHQGV�LQ�)HUWLOL]HU�8VH�DQG�3URMHFWLRQV�WR�����·��,)35,�����

9LVLRQ�%ULHI������2FWREHU



��

²²���&�������E��¶3ROLFLHV�WR�3URPRWH�(QYLURQPHQWDOO\�6XVWDLQDEOH�)HUWLOL]HU�8VH�DQG�6XSSO\�WR�����·��,)35,

�����9LVLRQ�%ULHI������2FWREHU

&DOORQ��0���������¶6RPH�(OHPHQWV�RI�D�6RFLRORJ\�RI�7UDQVODWLRQ��GRPHVWLFDWLRQ�RI�WKH�VFDOORSV�DQG�WKH

ILVKHUPHQ�RI�6W�%ULHXF�%D\·��LQ�-��/DZ��HG����3RZHU��$FWLRQ�DQG�%HOLHI��D�QHZ�VRFLRORJ\�RI

NQRZOHGJH"��/RQGRQ��5RXWOHGJH

&*,$5��������5HQHZDO�RI�WKH�&*,$5��VXVWDLQDEOH�DJULFXOWXUH�IRU�IRRG�VHFXULW\�LQ�GHYHORSLQJ

FRXQWULHV��:DVKLQJWRQ��&*,$5

&KDPEHUV��5���������:KRVH�5HDOLW\�&RXQWV"��/RQGRQ��,7'*

&OHDYHU��.�DQG�6FKUHLEHU��*���������5HYHUVLQJ�WKH�6SLUDO��WKH�SRSXODWLRQ��DJULFXOWXUH�DQG�HQYLURQPHQW

QH[XV�LQ�VXE�6DKDUDQ�$IULFD��:DVKLQJWRQ�'�&���:RUOG�%DQN

'H�$OZLV��.���������¶5HFDSLWDOLVDWLRQ�RI�6RLO�3URGXFWLYLW\�LQ�VXE�6DKDUDQ�$IULFD·��)$2�7HFKQLFDO

,QYHVWPHQW�&HQWUH�2FFDVLRQDO�3DSHU�6HULHV�1R����)HEUXDU\

'RQRYDQ��*��DQG�&DVH\��)���������¶6RLO�)HUWLOLW\�0DQDJHPHQW�LQ�VXE�6DKDUDQ�$IULFD·��:RUOG�%DQN

7HFKQLFDO�3DSHU��1R����

'\VRQ��7���������3RSXODWLRQ�DQG�)RRG��JOREDO�WUHQGV�DQG�IXWXUH�SURVSHFWV��/RQGRQ��5RXWOHGJH

7KH�(FRORJLVW��������¶%OXHSULQW�IRU�6XUYLYDO·��6SHFLDO�LVVXH��/RQGRQ��(FRV\VWHPV

(KUOLFK��3���������3RSXODWLRQ�%RPE��1HZ�<RUN��%DOODQWLQH

)$2��������¶:RUOG�)RRG�6XPPLW��7RZDUGV�8QLYHUVDO�)RRG�6HFXULW\��GUDIW�RI�D�3ROLF\�6WDWHPHQW�DQG�3ODQ�RI

$FWLRQ·��5RPH��)$2

)$2��,&5$)��,)'&��,)$��,)35,��86$,'�DQG�WKH�:RUOG�%DQN��1RYHPEHU�������¶6RLO�)HUWLOLW\�,QLWLDWLYH·�

'RFXPHQW�UHOHDVHG�DW�WKH�:RUOG�)RRG�6XPPLW��,)'&��0XVFOH�6KRDOV��$ODEDPD

*LGGHQV��$���������7KH�&RQVWLWXWLRQ�RI�6RFLHW\��DQ�RXWOLQH�RI�WKH�WKHRU\�RI�VWUXFWXUDWLRQ��&DPEULGJH�

3ROLW\�3UHVV

*LHU\Q��7���������¶%RXQGDULHV�RI�6FLHQFH·��LQ�6��-DVDQRII��*��0DUSOH��-��3HWHUVHQ��DQG�7��3LQFK��HGV��

+DQGERRN�RI�6FLHQFH�DQG�7HFKQRORJ\�6WXGLHV��7KRXVDQG�2DNV��6DJH

+DDV��3���������¶,QWURGXFWLRQ��HSLVWHPLF�FRPPXQLWLHV�DQG�LQWHUQDWLRQDO�SROLF\�FRRUGLQDWLRQ·��,QWHUQDWLRQDO

2UJDQLVDWLRQ��9RO������²��

+DDV��3���.HRKDQH��5��DQG�/HY\��0���HGV���������,QVWLWXWLRQV�IRU�WKH�(DUWK��VRXUFHV�RI�HIIHFWLYH

LQWHUQDWLRQDO�HQYLURQPHQWDO�SURWHFWLRQ��&DPEULGJH��0DVV���0,7�3UHVV

+DMHU��0���������7KH�3ROLWLFV�RI�(QYLURQPHQWDO�'LVFRXUVH��2[IRUG��&ODUHQGRQ

+DQQLJDQ��-���������(QYLURQPHQWDO�6RFLRORJ\��D�VRFLDO�FRQVWUXFWLRQLVW�SHUVSHFWLYH��/RQGRQ��5RXWOHGJH

+HQDR��-��DQG�%DDQDQWH��&���������¶1XWULHQW�GHSOHWLRQ�LQ�WKH�DJULFXOWXUDO�VRLOV�RI�$IULFD·��,)35,������9LVLRQ

%ULHI������2FWREHU

+LOKRUVW��7��DQG�0XFKHQD��)���HGV���������1XWULHQWV�RQ�WKH�0RYH��VRLO�IHUWLOLW\�G\QDPLFV�LQ�$IULFDQ

IDUPLQJ�V\VWHPV��/RQGRQ��,QWHUQDWLRQDO�,QVWLWXWH�IRU�(QYLURQPHQW�DQG�'HYHORSPHQW

+ROPHV��7��DQG�6FRRQHV��,���������¶3DUWLFLSDWRU\�(QYLURQPHQWDO�3ROLF\�3URFHVVHV��H[SHULHQFHV�IURP�1RUWK

DQG�6RXWK·��,'6�:RUNLQJ�3DSHU��%ULJKWRQ��,'6

,)$��������)HUWLOL]HUV�DQG�$JULFXOWXUH��%XOOHWLQ�RI�WKH�,QWHUQDWLRQDO�)HUWLOLVHU�,QGXVWU\�$VVRFLDWLRQ�



��

1RYHPEHU

²²���������)HUWLOL]HUV�DQG�$JULFXOWXUH��%XOOHWLQ�RI�WKH�,QWHUQDWLRQDO�)HUWLOLVHU�,QGXVWU\�$VVRFLDWLRQ��0DUFK

²²���������7KH�)HUWLOL]HU�,QGXVWU\��:RUOG�)RRG�6XSSOLHV�DQG�WKH�(QYLURQPHQW��3XEOLVKHG�LQ�DVVRFLDWLRQ

ZLWK�81(3��5HYLVLRQ�RI������¶WKH�)HUWLOL]HU�,QGXVWU\�²�7KH�.H\�WR�:RUOG�)RRG�6XSSOLHV·���3DULV�

,QWHUQDWLRQDO�)HUWLOL]HU�,QGXVWU\�$VVRFLDWLRQ

,)'&��������¶5HVWRULQJ�DQG�PDLQWDLQLQJ�WKH�SURGXFWLYLW\�RI�:HVW�$IULFDQ�VRLOV��NH\�WR�VXVWDLQDEOH

GHYHORSPHQW·��0LVFHOODQHRXV�)HUWLOLVHU�6WXGLHV��1R�����7RJR��,)'&�$IULFD

,PEHU��0���������¶7KH�HQYLURQPHQW�DQG�WKH�8QLWHG�1DWLRQV·��LQ�-��9RJOHU�DQG�0��,PEHU��HGV���7KH

(QYLURQPHQW�DQG�,QWHUQDWLRQDO�5HODWLRQV��/RQGRQ��5RXWOHGJH�����²��

,]DF��$���������¶(FRORJLFDO�(FRQRPLFV�RI�,QYHVWLQJ�LQ�1DWXUDO�5HVRXUFH�&DSLWDO�LQ�$IULFD·��LQ�6DQFKH]�HW�DO�

�HGV���5HSOHQLVKLQJ�6RLO�)HUWLOLW\�LQ�$IULFD��RS��FLW

-DVDQRII��6���������¶%H\RQG�(SLVWHPRORJ\��UHODWLYLVP�DQG�HQJDJHPHQW�LQ�WKH�SROLWLFV�RI�VFLHQFH·��6RFLDO

6WXGLHV�RI�6FLHQFH��9RO��������²���

-DVDQRII��6���DQG�:\QQH��%���������¶6FLHQFH�DQG�'HFLVLRQPDNLQJ·��LQ�6��5D\QHU�DQG�(��0DORQH��HGV���+XPDQ

&KRLFH�DQG�&OLPDWH�&KDQJH��DQ�LQWHUQDWLRQDO�DVVHVVPHQW��9RO����7KH�6RFLHWDO�)UDPHZRUN�RI

&OLPDWH�&KDQJH��%DWWHOOH�3UHVV

.HHOH\��-��DQG�6FRRQHV��,���������¶8QGHUVWDQGLQJ�(QYLURQPHQWDO�3ROLF\�3URFHVVHV��D�UHYLHZ·��,'6�:RUNLQJ

3DSHU�����%ULJKWRQ��,'6

.LQJGRQ��-���������$JHQGDV��$OWHUQDWLYHV�DQG�3XEOLF�&KRLFHV��%RVWRQ��/LWWOH��%URZQ

.QRUU�&HWLQD��.���������(SLVWHPLF�&XOWXUHV��KRZ�WKH�VFLHQFHV�PDNH�NQRZOHGJH��&DPEULGJH��0DVV��

+DUYDUG�8QLYHUVLW\�3UHVV

/DWRXU��%���������6FLHQFH�LQ�$FWLRQ��KRZ�WR�IROORZ�VFLHQWLVWV�DQG�HQJLQHHUV�WKURXJK�VRFLHW\��0LOWRQ

.H\QHV��2SHQ�8QLYHUVLW\�3UHVV

²²���������:H�+DYH�1HYHU�%HHQ�0RGHUQ��+HPHO�+HPSVWHDG��+DUYHVWHU

²²���������3DQGRUD·V�+RSH��HVVD\V�RQ�WKH�UHDOLW\�RI�VFLHQFH�VWXGLHV��/RQGRQ��+DUYDUG�8QLYHUVLW\�3UHVV

/DWRXU��%��DQG�:RROJDU��6���������/DERUDWRU\�/LIH��WKH�VRFLDO�FRQVWUXFWLRQ�RI�VFLHQWLILF�IDFWV��%HYHUOH\

+LOOV��&D���6DJH

/DZ��-���HG����������3RZHU��$FWLRQ�DQG�%HOLHI"�$�1HZ�6RFLRORJ\�RI�.QRZOHGJH��/RQGRQ��5RXWOHGJH

/HDFK��0��DQG�0HDUQV��5����HGV���������7KH�/LH�RI�WKH�/DQG��FKDOOHQJLQJ�UHFHLYHG�ZLVGRP�RQ�WKH

$IULFDQ�HQYLURQPHQW��2[IRUG��-DPHV�&XUUH\

/LSWRQ��0���������¶5HYLYLQJ�WKH�VWDOOHG�PRPHQWXP�RI�JOREDO�SRYHUW\�UHGXFWLRQ��ZKDW�UROH�IRU�JHQHWLFDOO\

PRGLILHG�SODQWV"·��&UDZIRUG�0HPRULDO�/HFWXUH����WK�2FWREHU�����

0DFNHQ]LH��'���������,QYHQWLQJ�$FFXUDF\��D�KLVWRULFDO�VRFLRORJ\�RI�QXFOHDU�PLVVLOH�JXLGDQFH�

&DPEULGJH��0DVV���0,7�3UHVV

0HDGRZV�HW�DO���������7KH�/LPLWV�WR�*URZWK��D�UHSRUW�IRU�WKH�&OXE�RI�5RPH·V�SURMHFW�RQ�WKH

SUHGLFDPHQW�RI�PDQNLQG��/RQGRQ��(DUWK�,VODQG

0XUGRFK��-��DQG�&ODUN��-���������¶6XVWDLQDEOH�.QRZOHGJH·��*HRIRUXP��9RO��������²��

2OGHPDQ��5��DQG�+DNNHOLQJ��5���������¶:RUOG�0DS�RI�WKH�6WDWXV�RI�+XPDQ�,QGXFHG�6RLO�'HJUDGDWLRQ��DQ



��

H[SODQDWRU\�QRWH·��1DLUREL��81(3

2UDP��3���������¶7KH�3RWHQWLDO�RI�7HFKQRORJ\�WR�PHHW�:RUOG�)RRG�1HHGV�LQ�����·�������9LVLRQ�%ULHI�����

$SULO�������:DVKLQJWRQ�'�&���,)35,

3HQQLQJ�GH�9ULHV��)��DQG�'MLWq\H��0���������/D�3URGXFWLYLWp�GHV�3kWXUDJHV�6DKpOLHQV��XQH�pWXGH�GHV�VROV�

GHV�YpJpWDWLRQV�HW�GH�O·H[SORLWDWLRQ�GH�FHWWH�UHVVRXUFH�QDWXUHOOH��:DJHQLQJHQ��&HQWUH�IRU�$JULFXOWXUDO

3XEOLVKLQJ�DQG�'RFXPHQWDWLRQ

3LHUL��&���������)HUWLOLW\�RI�6RLOV��D�IXWXUH�IRU�IDUPLQJ�LQ�WKH�:HVW�$IULFDQ�VDYDQQDK��%HUOLQ��6SULQJHU

9HUODJ

3LHUL��&���'XPDQVNL��-���+DPEOLQ��$��DQG�<RXQJ��$���������¶/DQG�4XDOLW\�,QGLFDWRUV·��'LVFXVVLRQ�3DSHU�����

:DVKLQJWRQ��:RUOG�%DQN

3LQVWUXS�$QGHUVHQ��3���3DQG\D�/RUFK��5���DQG�5RVHJUDQW��0���������¶:RUOG�)RRG�3URVSHFWV��FULWLFDO�LVVXHV�IRU

WKH�HDUO\�WZHQW\�ILUVW�FHQWXU\·��,)35,�������9LVLRQ��)RRG�3ROLF\�5HSRUW��:DVKLQJWRQ��,)35,

3RUWHU��*��DQG�%URZQ��-���������*OREDO�(QYLURQPHQWDO�3ROLWLFV��%RXOGHU��&RORUDGR��:HVWYLHZ

3UXGHQFLR��<���������¶7KH�6RLO�)HUWLOLW\�,QLWLDWLYH��SURJUHVV�DQG�LVVXHV�LQ�:HVW�$IULFD·��3URJUHVV�UHSRUW�RI�WKH

:RUOG�%DQN�6),�FRRUGLQDWRU�IRU�:HVW�$IULFD��2FWREHU

4XLxRQHV��0��%RUODXJ��1��DQG�'RZVZHOO��&���������¶$�)HUWLOLVHU�EDVHG�*UHHQ�5HYROXWLRQ�IRU�$IULFD·��LQ�5�

%XUHVK��3��6DQFKH]�DQG�)��&DOKRXQ��HGV���5HSOHQLVKLQJ�6RLO�)HUWLOLW\�LQ�$IULFD��666$�6SHFLDO

3XEOLFDWLRQ�1XPEHU�����0DGLVRQ��:LVFRQVLQ��6RLO�6FLHQFH�6RFLHW\�RI�$PHULFD��$PHULFDQ�6RFLHW\�RI

$JURQRP\

5RH��(���������¶'HYHORSPHQW�1DUUDWLYHV��2U�0DNLQJ�WKH�%HVW�RI�%OXHSULQW�'HYHORSPHQW·��:RUOG

'HYHORSPHQW��9RO��������²���

6DQFKH]��3���6KHSKHUG��.���6RXOH��0���3ODFH��3���%XUHVK��5���,]DF��$�0���0RNZXQ\H��$��.ZHVLJD��)���1GLULWX�

&��DQG�:RRPHU��3���������¶6RLO�)HUWLOLW\�5HSOHQLVKPHQW�LQ�$IULFD��DQ�LQYHVWPHQW�LQ�1DWXUDO�5HVRXUFH

&DSLWDO·�LQ�5��%XUHVK��3��6DQFKH]�DQG�)��&DOKRXQ��HGV���5HSOHQLVKLQJ�6RLO�)HUWLOLW\�LQ�$IULFD��666$

6SHFLDO�3XEOLFDWLRQ�1XPEHU�����0DGLVRQ��:LVFRQVLQ��6RLO�6FLHQFH�6RFLHW\�RI�$PHULFD��$PHULFDQ�6RFLHW\

RI�$JURQRP\
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