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3UHIDFH

7KH� SUHVHQW� UHSRUW� LV� WKH� WKLUG� UHSRUW� RQ� VWUXFWXUDO� UHIRUPV� SUHSDUHG� E\� WKH� (FRQRPLF
3ROLF\�&RPPLWWHH��,W�VXPPDULVHV�WKH�UHVXOWV�RI�DQ�DQQXDO�FRXQWU\�E\�FRXQWU\�H[DPLQDWLRQ
RI�HFRQRPLF�SROLFLHV�ZKLFK�WKH�&RPPLWWHH�LV�DVNHG�WR�FDUU\�RXW�DFFRUGLQJ�WR�LWV�VWDWXWHV��

7KH� FRXQWU\� H[DPLQDWLRQV� DUH� D� SHHU� UHYLHZ� H[HUFLVH� IRFXVVLQJ� RQ� SURJUHVV�PDGH� LQ� WKH
VWUXFWXUDO� UHIRUP� RI� SURGXFW�� FDSLWDO� DQG� ODERXU�PDUNHWV� DQG� ORQJ�WHUP� SXEOLF� ILQDQFHV�
7KH\� WDNH� D� FRPSUHKHQVLYH� ORRN� DW� WKH�ZKROH� UHIRUP� SURFHVV�� SURYLGH� �EHQFKPDUNLQJ�
FRPSDULVRQV� EHWZHHQ� FRXQWULHV�� JLYH� H[DPSOHV� RI� �JRRG� SUDFWLFH�� DQG� HYDOXDWH� WR� ZKDW
H[WHQW� 0HPEHU� 6WDWHV� KDYH� LPSOHPHQWHG� WKH� FRXQWU\� VSHFLILF� UHFRPPHQGDWLRQV� ZKLFK
KDYH�EHHQ�DGGUHVVHG�WR�WKHP�LQ�WKH�%URDG�(FRQRPLF�3ROLF\�*XLGHOLQHV��%(3*V��

7KH� SHHU� UHYLHZ� H[HUFLVH� LQFRUSRUDWHV� WKH� ´&DUGLII� SURFHVVµ� IRU� PRQLWRULQJ� HFRQRPLF
UHIRUP�LQ�0HPEHU�6WDWHV��ZKLFK�WKH�(FRILQ�&RXQFLO� ODXQFKHG�RQ���0D\������LQ�RUGHU�WR
LPSURYH� WKH� IXQFWLRQLQJ�RI�SURGXFW�DQG�FDSLWDO�PDUNHWV� LQ� WKH�&RPPXQLW\��7KH�QDWLRQDO
UHSRUWV� RQ� VWUXFWXUDO� UHIRUPV� DQG� WKH� &RPPLVVLRQ·V� &DUGLII� UHSRUW�� DUH� WKHUHIRUH� DQ
HVVHQWLDO�EDVLV�IRU� WKH�H[DPLQDWLRQV��,Q�WKLV�FRQWH[W��YDOXDEOH�VXSSRUW�DQG�DGYLFH�KDV�DOVR
EHHQ�SURYLGHG�E\�WKH�:RUNLQJ�3DUW\�RQ�WKH�,QWHUQDO�0DUNHW��+RUL]RQWDO�4XHVWLRQV��

7KH� FRXQWU\� H[DPLQDWLRQV� DOVR� DVVHVV� WKH�SHUIRUPDQFH�RI�0HPEHU� 6WDWHV·� ODERXU�PDUNHW
SROLFLHV�ZKLFK�DUH�DQ�HVVHQWLDO�SDUW�RI�WKH�RYHUDOO�HFRQRPLF�SROLF\�IUDPHZRUN��%XLOGLQJ�RQ
WKH�MRLQW�DQDO\VLV�SUHSDUHG�LQ�WKH�IUDPHZRUN�RI�WKH�/X[HPERXUJ�SURFHVV�DQG�DV�UHIOHFWHG�LQ
WKH�-RLQW�(PSOR\PHQW�5HSRUW�DQG�WKH�(PSOR\PHQW�*XLGHOLQHV��WKH�H[DPLQDWLRQV�IRFXV�RQ
WKRVH�SROLF\�DUHDV�ZKHUH� WKH� LQWHUDFWLRQ�ZLWK�RWKHU�DUHDV�RI�HFRQRPLF�SROLF\�PDNLQJ�DQG
WKH�RYHUDOO�HFRQRPLF�SHUIRUPDQFH�LV�KLJKHVW��H�J��WKH�UHIRUPV�RI�WD[�EHQHILW�V\VWHPV�

$V� LQ� SUHYLRXV� H[HUFLVHV�� WKH� &RPPLWWHH� KDV� SDLG� SDUWLFXODU� DWWHQWLRQ� WR� D� QXPEHU� RI
SULRULW\�VXEMHFWV��7KH�WRSLFV�FKRVHQ�WKLV�\HDU�UHIOHFW�WKH�QHZ�VWUDWHJLF�REMHFWLYHV�DJUHHG�E\
WKH�+HDGV�RI�6WDWH�RU�*RYHUQPHQW�DW�WKH�VSHFLDO�(XURSHDQ�&RXQFLO�LQ�/LVERQ��$FFRUGLQJO\
WKH�&RPPLWWHH� KDV� IRFXVHG� RQ�� SROLFLHV� WR� IDFLOLWDWH� WKH� WUDQVLWLRQ� WR� D� NQRZOHGJH�EDVHG
VRFLHW\�� UHIRUPV� RI� WD[�EHQHILW� V\VWHPV�� VWUXFWXUDO� UHIRUPV� DQG� EHQHILWV� IRU
FLWL]HQV�FRQVXPHUV��6HSDUDWH�DQQH[HV�DUH�GHYRWHG�WR�WKHVH�SULRULW\�VXEMHFWV�

%\�ORRNLQJ�DW�D�ZLGH�UDQJH�RI�HFRQRPLF�SROLF\�DUHDV�DQG�E\�HYDOXDWLQJ�WKH�LPSOHPHQWDWLRQ
RI� WKH�%(3*V�� WKH�H[DPLQDWLRQV�DQG� WKH�SUHVHQW� UHSRUW� FRQWULEXWH� WR� WKH�SUHSDUDWLRQ�RI
WKH�PXOWLODWHUDO�VXUYHLOODQFH�E\�WKH�&RXQFLO�DFFRUGLQJ�WR�$UWLFOH��������RI� WKH�7UHDW\��7KH
FRQFOXVLRQV�RI� WKH�H[DPLQDWLRQV�DV� UHIOHFWHG� LQ� WKLV� UHSRUW� DUH� DOVR� VXSSRVHG� WR�KHOS� WKH
&RPPLVVLRQ�DQG�WKH�&RXQFLO�LQ�WKH�SUHSDUDWLRQ�DQG�WKH�DGRSWLRQ�RI�WKH�QHZ�VHW�RI�%(3*V
ZKLFK�IRUP�WKH�FHQWUH�RI�HFRQRPLF�SROLF\�FRRUGLQDWLRQ�ZLWKLQ�WKH�(XURSHDQ�8QLRQ�

7KLV�\HDU·V�SHHU�UHYLHZ�H[HUFLVH�ZDV�FDUULHG�RXW�LQ�D�ZRUNLQJ�JURXS�RI�WKH�(3&�XQGHU�WKH
&KDLUPDQVKLS� RI� 3HU� &DOOHVHQ�� ,W� LQYROYHG� DOO� ���0HPEHU� 6WDWHV�� WKH� (XURSHDQ� &HQWUDO
%DQN� DQG� WKH� (XURSHDQ� &RPPLVVLRQ� ZKLFK� SURYLGHG� VXEVWDQWLDO� DQDO\WLFDO� LQSXW� DQG
VXSSRUW�IRU�WKH�ZRUNLQJ�JURXS��7KH�SUHVHQW�UHSRUW�LV�WKH�NH\�RXWSXW�RI�WKH�H[DPLQDWLRQV��,W
ZDV� DGRSWHG� E\� WKH� (3&� RQ� �� 0DUFK� ����� DQG� VXEPLWWHG� WR� WKH� (FRILQ� &RXQFLO� IRU
WUDQVPLVVLRQ�WR�WKH�+HDGV�RI�6WDWH�RU�*RYHUQPHQW�IRU�WKHLU�6WRFNKROP�PHHWLQJ�

������������������������������������������������
��6HH�&RXQFLO�'HFLVLRQ�RI����6HSWHPEHU������RQ�WKH�FRPSRVLWLRQ�DQG�WKH�VWDWXWHV�RI�WKH�(FRQRPLF�3ROLF\
&RPPLWWHH�����������(&���2-�/������������������S����

�� �7KH�QDWLRQDO� UHSRUWV�DQG� WKH�&RPPLVVLRQ�&DUGLII� UHSRUW� FDQ�EH� IRXQG�RQ� WKH�ZHEVLWH�RI� WKH�(FRQRPLF
3ROLF\�&RPPLWWHH��KWWS���HXURSD�HX�LQW�FRPP�HFRQRP\BILQDQFH�HSF�LQGH[BHQ�KWP
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���.H\�PHVVDJHV�IURP�WKH�(3&�FRXQWU\�UHYLHZV������

7KH� VSHFLDO�(XURSHDQ�&RXQFLO� LQ� /LVERQ� RQ� �(PSOR\PHQW�� HFRQRPLF� UHIRUP� DQG� VRFLDO
FRKHVLRQ�²�WRZDUGV�D�(XURSH�RI�LQQRYDWLRQ�DQG�NQRZOHGJH��VKRZHG�D�VWURQJ�FRPPLWPHQW
DPRQJ� DOO� 0HPEHU� 6WDWHV� RQ� WKH� REMHFWLYHV� DV� ZHOO� DV� WKH� PHDQV� WR� DFKLHYH� LPSURYHG
HFRQRPLF�VWUXFWXUHV��ZKLFK�DUH�HVVHQWLDO�WR�VXVWDLQDEOH�JURZWK�DQG�KLJKHU�OLYLQJ�VWDQGDUGV�
HPSOR\PHQW�DQG�VRFLDO�LQFOXVLRQ��$OO� IDFWRUV� WKDW�ZLOO�FRQWULEXWH�WR� LQFUHDVHG�EHQHILWV�IRU
FRQVXPHUV� DQG� FLWL]HQV�� 7KH� &RXQFLO� FDOOHG� IRU� VWUHQJWKHQHG� HIIRUW� WR� VSHHG� XS
FRPSUHKHQVLYH� VWUXFWXUDO� UHIRUPV��EDVHG�RQ�SDUDOOHO� DFWLRQV� LQ� WKH� DUHDV� RI� HPSOR\PHQW�
LQQRYDWLRQ� DQG� UHVHDUFK�� HFRQRPLF� UHIRUPV� RQ� SURGXFW� DQG� FDSLWDO� PDUNHWV� DQG� VRFLDO
FRKHVLRQ�DQG�XVLQJ�VWUXFWXUDO�LQGLFDWRUV�WR�PRQLWRU�SURJUHVV�

7KH� (8� VWUDWHJ\� LV� ZHOO� GHYHORSHG� ZLWK� WKH� %URDG� (FRQRPLF� 3ROLF\� *XLGHOLQHV� DW� WKH
FHQWUH��7KH�SURFHVVHV�IRVWHULQJ�UHIRUP�LQ�GLIIHUHQW�SROLF\�DUHDV���WKH�&DUGLII��/X[HPERXUJ
DQG�&RORJQH�SURFHVVHV���WRJHWKHU�ZLWK�WKH�/LVERQ�VWUDWHJ\�IRUP�D�FRPSUHKHQVLYH�HQWLW\�RI
DVVHVVPHQW�� OHDUQLQJ�DQG�UHFRPPHQGDWLRQV��7KH��UG�DQQXDO�FRXQWU\� UHYLHZ�XQGHUWDNHQ�E\
WKH�(FRQRPLF�3ROLF\�&RPPLWWHH�FRQILUPV�WKDW�0HPEHU�6WDWHV�KDYH�PDGH�JRRG�SURJUHVV�LQ
WKH�LPSOHPHQWDWLRQ�RI�VWUXFWXUDO�UHIRUP�LQ�UHFHQW�\HDUV��7KHVH�UHIRUPV�KDYH�LPSURYHG�WKH
FRQGLWLRQV� QHFHVVDU\� WR� VXVWDLQ� WKH� JURZWK� DQG� HPSOR\PHQW� SHUIRUPDQFH� RI� WKH�8QLRQ�
DQG�DV�D�UHVXOW� WKH�IUDPHZRUN�FRQGLWLRQV�IRU�EHWWHU�VRFLDO� LQFOXVLRQ��,Q�WKH�FRXUVH�RI� WKLV
\HDU·V�UHYLHZ��WKH�XVH�RI�VWUXFWXUDO�LQGLFDWRUV�SURYHG�WR�EH�YHU\�XVHIXO��,Q�WKH�IXWXUH��WKHVH
DJUHHG�LQGLFDWRUV�VKRXOG�EH�XVHG�HYHQ�PRUH�LQWHQVLYHO\�

'HVSLWH�WKH�DGYDQFHV�PDGH�E\�0HPEHU�6WDWHV�LQ�UHIRUPLQJ�WKHLU�HFRQRPLHV��PXFK�UHPDLQV
WR�EH�GRQH��LQ�SDUWLFXODU�ZLWK�UHVSHFW�WR�

�� (QVXUH�HIIHFWLYH�FRPSHWLWLRQ�DQG�WKH�FRPSOHWLRQ�RI�WKH�LQWHUQDO�PDUNHW
�� ,PSURYH� WKH� DELOLW\� RI� EHQHILW� V\VWHPV� DQG� RI� ODERXU� PDUNHW� UHJXODWLRQV� DQG

LQVWLWXWLRQV�WR�IDFLOLWDWH�KLJK�HPSOR\PHQW
�� ,PSURYH�WKH�TXDOLW\�DQG�HIILFLHQF\�RI�SXEOLF�UHJXODWLRQ��DGPLQLVWUDWLRQ�DQG�VHUYLFHV
�� 6SHHG�XS�WKH�WUDQVLWLRQ�WR�WKH�NQRZOHGJH�EDVHG�VRFLHW\

3URJUHVV�LQ�WKH�LPSOHPHQWDWLRQ�RI�VWUXFWXUDO�UHIRUP
3URJUHVV�LQ�UHIRUPV�RI�SURGXFW�DQG�FDSLWDO�PDUNHWV�KDV�SURYLGHG�GLUHFW�EHQHILWV�IRU�FLWL]HQV
DQG� FRQVXPHUV� VXFK� DV� UHGXFHG� SULFHV�� EHWWHU� LQIRUPDWLRQ� DQG� ORZHU� DGPLQLVWUDWLYH
EXUGHQV��ZKLOH�XQLYHUVDO�VHUYLFH�REOLJDWLRQV�KDYH�EHHQ�PDLQWDLQHG��3RVLWLYH�UHVXOWV�DUH�QRZ
VKRZLQJ� DW� DQ� DFFHOHUDWHG� VSHHG� LQ� VHFWRUV� ZKHUH� WKH� OLEHUDOLVDWLRQ� SURFHVV� LV� PRVW
DGYDQFHG�VXFK�DV�WHOHFRPPXQLFDWLRQ�DQG�WR�VRPH�H[WHQW�HOHFWULFLW\��DOWKRXJK�WKH�VSHHG�RI
QHZ�PHDVXUHV�KDV�GHFUHDVHG�VRPHZKDW��*RRG�SURJUHVV�KDV�EHHQ�PDGH�ZLWK�UHVSHFW�WR�WKH
LPSOHPHQWDWLRQ�RI�VLQJOH�PDUNHW�OHJLVODWLRQ��DQG�DGPLQLVWUDWLYH�EXUGHQV�KDYH�EHHQ�UHGXFHG�
/HVV� SURJUHVV� KDV� EHHQ� PDGH� ZLWK� UHVSHFW� WR� LPSURYLQJ� SXEOLF� SURFXUHPHQW� UXOHV� DQG
RSHQLQJ�WKH�PDUNHWV�IRU�QDWXUDO�JDV��WUDQVSRUW��SRVWDO�VHUYLFHV�DQG�RWKHU�QHWZRUN�LQGXVWULHV�

(IIRUWV� KDYH� EHHQ� PDGH� WR� LPSURYH� WKH� IUDPHZRUN� FRQGLWLRQV� QHHGHG� WR� IDFLOLWDWH� WKH
WUDQVLWLRQ� WR� WKH� NQRZOHGJH�EDVHG� VRFLHW\�� 0HDVXUHV� WDNHQ� LQFOXGH� QDWLRQDO� DFWLRQ� SODQV
DORQJ�ZLWK� WKH�H(XURSH�$FWLRQ�3ODQ�� HQIRUFHPHQW�RI� FRPSHWLWLRQ� WR�HQVXUH� ORZHU�SULFHV
IRU�WKH�DFFHVV�DQG�XVH�RI�WKH�,QWHUQHW��HVWDEOLVKLQJ�UHJXODWRU\�IUDPHZRUN�IRU�H�FRPPHUFH
DQG� H�VLJQDWXUHV�� DGGUHVVLQJ� WKH� ODFN� RI� ,&7�SHUVRQQHO�� PRUH� VXSSRUWLYH� FRQGLWLRQV� IRU
5	'� DQG� XQLYHUVLW\�EXVLQHVV� LQWHUDFWLRQ�� <HW� PXFK� UHPDLQV� WR� EH� GRQH�� (YHQ� LI
LQYHVWPHQW�DQG� WKH�SHQHWUDWLRQ�RI� ,&7�KDYH�JURZQ� UDSLGO\�� WKH� OHYHO� LV� VWLOO� ORZ� LQ�PDQ\
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FRXQWULHV��0RUH�HIIRUWV�DUH�DOVR�UHTXLUHG�WR� LQFUHDVH�WKH�TXDOLW\�RI�KXPDQ�FDSLWDO�DQG� WKH
OHYHO�RI�5	'�

9HU\� IHZ� VWHSV� KDYH� EHHQ� WDNHQ� WR� DGGUHVV� SUREOHPV� LQ� EHQHILW� V\VWHPV�� ODERXU� PDUNHW
UHJXODWLRQV�DQG�LQVWLWXWLRQV�LQ�RUGHU�WR�LPSURYH�WKH�VWUXFWXUDO�FRQGLWLRQV�QHHGHG�IRU�ORZHU
XQHPSOR\PHQW� DQG�KLJKHU� ODERXU� IRUFH� SDUWLFLSDWLRQ�� 6RPH� VWHSV� KDYH� HYHQ� JRQH� LQ� WKH
RWKHU� GLUHFWLRQ�� 7KH� GXDOLVP� LQ� WHUPV� RI� LQVLGHUV� DQG� RXWVLGHUV�� EHWZHHQ� UHJLRQV�
RFFXSDWLRQV�� JHQGHU� DQG� DJH� KDV� QRW� \HW� EHHQ� VWURQJO\� DGGUHVVHG�� /DERXU� PDUNHW
FRQGLWLRQV� DUH� SDUWLFXODUO\� FKDOOHQJLQJ� ZLWK� UHVSHFW� WR� SDUWLFLSDWLRQ� DQG� XQHPSOR\PHQW
UDWHV�IRU�WKH�������\HDU�ROGV�DQG�ZRPHQ�

'XULQJ�������WD[�UHIRUPV�GRPLQDWHG�WKH�DJHQGD�LQ�PDQ\�0HPEHU�6WDWHV��WKH�DLP�EHLQJ�WR
UHGXFH� PDUJLQDO� WD[� UDWHV� IRU� HDUQHG� LQFRPH� DQG� PDNH� WD[� V\VWHPV� PRUH� HPSOR\PHQW
IULHQGO\��7KH� VWUXFWXUDO� HIIHFWV�RI� WKHVH� UHIRUPV�ZLWK� UHVSHFW� WR� JURZWK� DQG� HPSOR\PHQW
DUH� SRVLWLYH� DQG� EHQHILFLDO�� 7KH� F\FOLFDO� DQG� EXGJHWDU\� HIIHFWV� QHHG� WR� EH� DVVHVVHG� DQG
IROORZHG� XS� ZLWK� FDUHIXO� FRQVLGHUDWLRQV� IRU� LQIODWLRQDU\� SUHVVXUHV�� WKH� PHGLXP�WHUP
UHTXLUHPHQWV�RI� WKH�6WDELOLW\� DQG�*URZWK�3DFW� DQG� WKH� ORQJ�WHUP� VXVWDLQDELOLW\�RI�SXEOLF
ILQDQFHV��DFNQRZOHGJLQJ�WKH�GLIIHUHQW�SRVLWLRQV�RI�0HPEHU�6WDWHV�

,Q� WKH�SUHYLRXV�\HDUV�VXEVWDQWLDO�SHQVLRQ�UHIRUPV� WRRN�SODFH� LQ� D� IHZ�0HPEHU�6WDWHV�� ,Q
����� VRPH� IXUWKHU� VWHSV� ZHUH� WDNHQ� LQ� RWKHU� 0HPEHU� 6WDWHV� WR� DOOHYLDWH� WKH� SUHVVXUHV
DULVLQJ�IURP�IXWXUH�GHPRJUDSKLF�FKDQJHV�LQYROYLQJ�VWDJQDWLQJ�ZRUNLQJ�DJH�SRSXODWLRQV�DQG
D� JURZLQJ� QXPEHU� RI� HOGHUO\� FLWL]HQV�� <HW� PRVW� 0HPEHU� 6WDWHV� VWLOO� QHHG� WR� GHYHORS
FRPSUHKHQVLYH�VWUDWHJLHV�WR�FRSH�ZLWK�WKH�ORQJ�WHUP�SXEOLF�ILQDQFH�FKDOOHQJH�RI�DJHLQJ�

7KH�QHHG�IRU�IXUWKHU�VWUXFWXUDO�UHIRUP
7KH� SURFHVV� RI� HFRQRPLF� UHIRUPV� QHHGV� WR� EH� WDNHQ� IXUWKHU� DQG� VXVWDLQHG� LQ� WKH
IRUWKFRPLQJ� \HDUV� LI� DOO� SRWHQWLDO� EHQHILWV� IRU� FLWL]HQV� DUH� WR� EH� UHDSHG�� DQG� LI� WKH� KLJK
DPELWLRQV� RI� WKH� /LVERQ� (XURSHDQ� &RXQFLO� DUH� WR� EH� PHW�� 7KH� SUHVHQW� IDYRXUDEOH
PDFURHFRQRPLF� FRQGLWLRQV� SURYLGH� QR� URRP� IRU� FRPSODFHQF\�ZLWK� UHVSHFW� WR� VWUXFWXUDO
UHIRUPV��2Q�WKH�FRQWUDU\�WKH\�VKRXOG�EH�VHHQ�DV�D�ZLQGRZ�RI�RSSRUWXQLW\�WR�UHLQIRUFH�WKH
HIIRUWV�RI�VWUXFWXUDO�UHIRUP��WKHUHE\�SURYLGLQJ�SRVLWLYH�LQWHUDFWLRQV�EHWZHHQ�VWUXFWXUDO�DQG
PDFURHFRQRPLF�FRQGLWLRQV�

&RQWLQXRXV�JURZWK��DQG�VWDELOLW\�RULHQWHG�PDFURHFRQRPLF�SROLFLHV�LQFOXGLQJ�SULFH�VWDELOLW\�
DSSURSULDWH�ZDJH�GHYHORSPHQWV�DQG�VROLG�SXEOLF�EXGJHW�SRVLWLRQV�FRQVWLWXWH�WKH�IRXQGDWLRQ
IRU� IXUWKHU� UHIRUP� HIIRUWV��+RZHYHU�� GHVSLWH� KLJK� XQHPSOR\PHQW� LQ�PDQ\� FRXQWULHV� DQG
UHJLRQV� DQG� UHODWLYHO\� VORZ� RYHUDOO� SURGXFWLYLW\� JURZWK�� WKH� HPHUJHQFH� RI� VNLOO�VKRUWDJHV
DQG� ODERXU�PDUNHW�SUHVVXUHV� VKRZ� WKDW� ODUJH� VWUXFWXUDO� SUREOHPV� UHPDLQ� DQG�QHHG� WR� EH
VROYHG��7R�PHHW�WKHVH�FKDOOHQJHV��SURGXFWLYLW\�DQG�ODERXU�VXSSO\�PXVW�EH�LQFUHDVHG�

3RVLWLYH� HIIHFWV� ZLOO� RQO\�PDWHULDOLVH� LI� WKH� SROLWLFDO� FRPPLWPHQW� WR� VWUXFWXUDO� UHIRUPV� LV
WUDQVODWHG�E\�0HPEHU�6WDWHV�LQWR�GLUHFW�DQG�VSHFLILF�DFWLRQ��7KH�FRXQWU\�UHYLHZ�SURFHVV�KDV
LGHQWLILHG� WKH� IROORZLQJ� DUHDV� RI� VWUXFWXUDO� UHIRUP� ZKHUH� IXUWKHU� DFWLRQ� LV� SDUWLFXODUO\
UHTXLUHG�

�� (QVXUH�HIIHFWLYH�FRPSHWLWLRQ�DQG�FRPSOHWLQJ�WKH�LQWHUQDO�PDUNHW
6WURQJHU� PHDVXUHV� DUH� QHHGHG� LQ� SURGXFW� DQG� FDSLWDO� PDUNHWV� WR� HQVXUH� HIIHFWLYH
FRPSHWLWLRQ�DQG� WKH� IXOO�EHQHILWV� IRU�FRQVXPHUV��7KH�RSHQLQJ�RI�PDUNHWV�QHHGV� WR�EH
VSHHGHG� XS� LQ� QHWZRUN� LQGXVWULHV� VXFK� DV� HOHFWULFLW\�� JDV�� UDLOZD\V�� WUDQVSRUW�� SRVWDO
VHUYLFHV�DQG�RWKHU�QHWZRUN�LQGXVWULHV��7KHUH�LV�D�QHHG�WR�HQVXUH�LQFUHDVHG�FRPSHWLWLRQ
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LQ�DOUHDG\�OLEHUDOLVHG�QHWZRUN�LQGXVWULHV��DV�ZHOO�DV� LQ�VHFWRUV�VXFK�DV�EXVLQHVV�VHUYLFHV�
7KH� UROH� RI� FRPSHWLWLRQ� DXWKRULWLHV� VKRXOG� EH� VWUHQJWKHQHG�� WKHLU� HIIHFWLYH
LQGHSHQGHQFH� VHFXUHG� DQG� WKH� FRRSHUDWLRQ� DW� &RPPXQLW\� OHYHO� VWUHQJWKHQHG�� 7KH
ILQDQFLDO�VXSHUYLVRU\�DXWKRULWLHV�QHHG�WR�FRRSHUDWH�DV�PHUJHUV�FRQWLQXH�DFURVV�DFWLYLWLHV
DQG�FRXQWULHV�

��� ,PSURYH� WKH� DELOLW\� RI� EHQHILW� V\VWHPV� DQG� RI� ODERXU� PDUNHW� UHJXODWLRQV� DQG
LQVWLWXWLRQV�WR�IDFLOLWDWH�KLJK�HPSOR\PHQW
7KH�SURFHVV�RI�WD[�UHIRUPV�QHHGV�WR�EH�FRQWLQXHG��LQ�SDUWLFXODU�ZLWK�UHVSHFW�WR�UHGXFLQJ
KLJK�HIIHFWLYH�PDUJLQDO�WD[�UDWHV�JHQHUDWHG�E\�WKH�LQWHUDFWLRQ�EHWZHHQ�WD[HV�DQG�PHDQV�
WHVWHG�EHQHILWV��+RZHYHU�� WD[�PHDVXUHV� DORQH�ZLOO� QRW�EH� VXIILFLHQW� WR�SURYLGH� IXUWKHU
VXEVWDQWLDO�LQFUHDVHV�RI�HPSOR\PHQW�DQG�SDUWLFLSDWLRQ�UDWHV��5HIRUPV�RI�EHQHILW�V\VWHPV
�LQFOXGLQJ�GXUDWLRQ��HOLJLELOLW\�DQG�HQIRUFHPHQW��DV�ZHOO�DV�ODERXU�PDUNHW�UHJXODWLRQV�DQG
LQVWLWXWLRQV�KDYH�WR�EH�DGGUHVVHG� LQ� WKLV� UHVSHFW��(GXFDWLRQ�� WUDLQLQJ�� OLIH�ORQJ� OHDUQLQJ
DQG�EHWWHU�FKLOG�FDUH�IDFLOLWLHV�VKRXOG�DGGUHVV�VNLOO�VKRUWDJHV��EHWWHU� LQFOXVLRQ�DQG�HTXDO
RSSRUWXQLWLHV�� ,Q� SDUWLFXODU� 0HPEHU� 6WDWHV� QHHG� D� FRKHUHQW� VWUDWHJ\� WR� PDNH� ODWHU
UHWLUHPHQW�DWWUDFWLYH�WKURXJK�IXUWKHU�UHIRUPV�RI�DOO�NLQG�RI�HDUO\�UHWLUHPHQW�VFKHPHV�DQG
SHQVLRQ� V\VWHPV� DQG� E\� HQKDQFLQJ� OLIH�ORQJ�OHDUQLQJ�� ,QFUHDVHG� HIIRUWV� DUH� QHHGHG� WR
SUHYHQW� SHRSOH� IURP� KDYLQJ� WR� HQWHU� VLFNQHVV� RU� GLVDELOLW\� VFKHPHV� DQG� LPSURYH
LQFHQWLYHV�DQG�RSSRUWXQLWLHV�IRU�SHRSOH�LQ�WKHVH�V\VWHPV�WR�EH�UHLQWHJUDWHG�LQ�WKH�ODERXU
PDUNHWV��0RUH�HIIRUWV�DUH�QHHGHG� WR�DGGUHVV� ODUJH� UHJLRQDO�XQHPSOR\PHQW�GLIIHUHQFHV�
7KHVH� LQFOXGH� PHDVXUHV� WR� LQFUHDVH� FDSLWDO� DQG� ODERXU� PRELOLW\�� ZLWKLQ� DQG� EHWZHHQ
0HPEHU�6WDWHV��$W�WKH�VDPH�WLPH��ZDJH�IRUPDWLRQ�SURFHVVHV�VKRXOG�EH�DOORZHG�WR�PRUH
DGHTXDWHO\�UHIOHFW�GLIIHUHQFHV�LQ�SURGXFWLYLW\�

�� ,PSURYH� WKH� TXDOLW\� DQG� HIILFLHQF\� RI� SXEOLF� UHJXODWLRQ�� DGPLQLVWUDWLRQ� DQG
VHUYLFHV
7KHUH� LV� D� VWURQJ� QHHG� WR� IXUWKHU� UHGXFH� WKH� DGPLQLVWUDWLYH� EXUGHQ� DQG� EDUULHUV� IRU
EXVLQHVV�� LQWURGXFH� VLPSOHU� DQG� PRUH� WUDQVSDUHQW� SURFHGXUHV�� RQH�VWRS� VKRSV�� IDVWHU
DQG�HDVLHU�EXVLQHVV�VWDUW�XSV�DQG�WKH�VLPSOLILFDWLRQ�RI�EXVLQHVV�WD[�V\VWHPV��7KH�TXDOLW\
DQG� HIILFLHQF\� RI� WKH� SXEOLF� DGPLQLVWUDWLRQ� DQG� SURYLVLRQ� RI� VHUYLFHV� IRU� FLWL]HQV� DOVR
QHHGV� WR� EH� LPSURYHG�� $PRQJ� WKH� UHPHGLHV� DUH� EHWWHU� PDQDJHPHQW�� EHQFKPDUNLQJ�
V\VWHPDWLF�HYDOXDWLRQV��WKH�XVH�RI�QHZ�WHFKQRORJLHV�DQG�H[SRVXUH�WR�FRPSHWLWLRQ�

�� 6SHHG�XS�WKH�WUDQVLWLRQ�WR�WKH�NQRZOHGJH�EDVHG�HFRQRP\
7R� IXUWKHU� IDFLOLWDWH� WKH� WUDQVLWLRQ� WR� WKH�NQRZOHGJH�EDVHG� VRFLHW\�� JRYHUQPHQW� DFWLRQ
PXVW� LQ�SDUWLFXODU�EH� WDNHQ� LQ� WKH� IROORZLQJ�DUHDV��)LUVW�� WKH� UHJXODWRU\� IUDPHZRUN� IRU
GLJLWDO�WUDQVDFWLRQV�PXVW�EH�LPSOHPHQWHG�DQG�VWUHQJWKHQHG��LQ�SDUWLFXODU�ZLWK�UHVSHFW�WR
H�FRPPHUFH�DQG�HOHFWURQLF�VLJQDWXUH�GLUHFWLYHV��WR�H[SDQG�WKH�XVH�RI�,&7��6HFRQG��VNLOOV
DQG�TXDOLILFDWLRQV�QHHG�WR�EH�LPSURYHG�DGGUHVVLQJ�ERWK�WKH�ODFN�RI�KLJKO\�TXDOLILHG�,&7
SHUVRQQHO�DQG�WKH�EDVLF�VNLOOV�RI�SRSXODWLRQV�WR�LPSURYH�VRFLDO�LQFOXVLRQ��7KLUG��VWURQJHU
NQRZOHGJH� IRUPDWLRQ� DQG� LQQRYDWLRQ� PXVW� EH� DFKLHYHG� E\� VWLPXODWLQJ� HVSHFLDOO\� WKH
SULYDWH�VHFWRU·V�HQJDJHPHQW�LQ�5	'�DV�ZHOO�DV�LPSURYLQJ�XQLYHUVLW\�EXVLQHVV�OLQNV�



�

6SHFLILF�FRQFOXVLRQV�IURP�WKH�FRXQWU\�UHYLHZ�SURFHVV

7KH� FRXQWU\� UHYLHZ� SURFHVV� IRFXVHV� RQ� VWUXFWXUDO� UHIRUP� RI� JRRGV�� VHUYLFHV�� FDSLWDO� DQG
ODERXU�PDUNHWV�DV�ZHOO�DV�ORQJ�WHUP�SXEOLF�ILQDQFHV�DQG�WKH�LQWHUDFWLRQ�EHWZHHQ�VWUXFWXUDO
UHIRUP�DQG�PDFURHFRQRPLF�SROLFLHV��$V�LQ�SUHYLRXV�\HDUV�SDUWLFXODU�DWWHQWLRQ�KDV�EHHQ�SDLG
WR�VHOHFWHG�SULRULW\�VXEMHFWV��7KLV�\HDU·V�WRSLFV�DUH����SROLFLHV�WR�IDFLOLWDWH� WKH�WUDQVLWLRQ�WR
WKH�NQRZOHGJH�EDVHG� VRFLHW\����� UHIRUPV�RI� WD[�EHQHILW� V\VWHPV� WR�SURPRWH� HPSOR\PHQW�
DQG����VWUXFWXUDO�UHIRUPV�DQG�EHQHILWV�IRU�FLWL]HQV�DQG�FRQVXPHUV��:LWK�UHVSHFW�WR�ODERXU
PDUNHWV�WKH�UHYLHZ�IRFXVHG�RQ�WD[�EHQHILW�LVVXHV�DQG�UHIRUPV�RI�ODERXU�PDUNHW�UHJXODWLRQV
DQG� LQVWLWXWLRQV�� DFNQRZOHGJLQJ� WKH� FRPSUHKHQVLYH� H[DPLQDWLRQ� RI� RWKHU� ODERXU� PDUNHW
LVVXHV�ZLWKLQ�WKH�/X[HPERXUJ�SURFHVV�

*RRGV�DQG�VHUYLFHV�PDUNHWV

• 0HPEHU� 6WDWHV� KDYH�PDGH� SURJUHVV� LQ� WKH� WUDQVSRVLWLRQ� RI� VLQJOH� PDUNHW� GLUHFWLYHV�� DQG
IRUPDOLVHG� SURFHGXUHV� KDYH� EHHQ� HVWDEOLVKHG� LQ� D� QXPEHU� RI� FRXQWULHV�� <HW� VRPH
0HPEHU�6WDWHV�PXVW�LPSURYH�WKHLU�UHFRUG��2SHQLQJ�SXEOLF�SURFXUHPHQW�WR�FRPSHWLWLRQ�LV
RQO\�SURJUHVVLQJ�JUDGXDOO\��DQG�GHVSLWH�VRPH�PHDVXUHV�EHLQJ� LQWURGXFHG� WKHUH� LV� OLWWOH
HYLGHQFH�RI�QRWDEOH�HIIHFWV�

• 5HGXFWLRQV�RI�WKH�RYHUDOO�OHYHOV�RI�VWDWH�DLG�DUH�FRQWLQXLQJ��DQG�DLG�LV�JUDGXDOO\�EHLQJ�UHGLUHFWHG
WRZDUGV�KRUL]RQWDO�REMHFWLYHV��+RZHYHU��VRPH�0HPEHU�6WDWHV�VKRXOG�PDNH�DQ�HIIRUW�WR
UHGXFH��LQ�SDUWLFXODU��DLG�WR�VSHFLILF�VHFWRUV�

• 0RVW�0HPEHU�6WDWHV�KDYH�QRZ�EURXJKW�QDWLRQDO�FRPSHWLWLRQ�ODZV�LQ�OLQH�ZLWK�&RPPXQLW\
UXOHV�DQG� LQFUHDVHG� WKH�SRZHUV�RI�FRPSHWLWLRQ�DXWKRULWLHV��7KH�HPSKDVLV� VKRXOG�QRZ
EH�RQ�HQVXULQJ�HIIHFWLYH�PRQLWRULQJ�DQG�HQIRUFHPHQW��DQG�LW�VKRXOG�EH�UHFRJQL]HG�WKDW
WKH� GLIIXVLRQ� RI� ,&7� FUHDWHV� QHZ� SRVVLELOLWLHV� IRU� FROOXVLRQ�� 7KH� FKDOOHQJH� RI
FRPSHWLWLRQ�SROLF\� LV�QRZ�FKDQJLQJ�WR�RQH�RI�WDUJHWHG�DFWLRQ� WR�DGGUHVV�SUREOHPV�RI
FRPSHWLWLRQ�LGHQWLILHG�LQ�VSHFLILF�VHFWRUV��0DQ\�0HPEHU�6WDWHV�KDYH�WKXV�UHSRUWHG�D�ODFN
RI� FRPSHWLWLRQ� LQ�VHFWRUV�VXFK�DV�FRQVWUXFWLRQ�DQG�UHWDLO� WUDGH��DQG�EXVLQHVV�VHUYLFHV�DUH
VWLOO�FKDUDFWHULVHG�E\�UHVWULFWLYH�HQWU\�EDUULHUV�

• 5HIRUPV� DLPLQJ� DW� KLJKHU� TXDOLW\� DQG� HIILFLHQF\� RI� SXEOLF� VHUYLFHV� LQ� DUHDV� VXFK� DV
HGXFDWLRQ� DQG� KHDOWK� DUH� EHLQJ� PDGH� LQ� DOO� 0HPEHU� 6WDWHV�� <HW� SURJUHVV� DSSHDUV
JHQHUDOO\� WR� EH� PRGHVW�� .H\� DUHDV� WR� EH� GHYHORSHG� LQFOXGH� EHWWHU� PDQDJHPHQW�
EHQFKPDUNLQJ�� V\VWHPDWLF� HYDOXDWLRQV�� XVH� RI� QHZ� WHFKQRORJLHV�� SULYDWH� VHFWRU
LQYROYHPHQW�DQG�H[SRVXUH�WR�FRPSHWLWLRQ�

• 6HYHUDO� 0HPEHU� 6WDWHV� KDYH� UHFHQWO\� SUHVHQWHG� ORQJ�WHUP� LQYHVWPHQW� SODQV� WR� UHYHUVH� D
GRZQZDUG� WUHQG� LQ� SXEOLF� LQYHVWPHQW�� 7UDQVSRUW� DQG� FRPPXQLFDWLRQV� LQIUDVWUXFWXUH
DQG� HGXFDWLRQ� IHDWXUH� KLJK� RQ� WKH� DJHQGD�� 3XEOLF�SULYDWH� SDUWQHUVKLSV� DUH� H[SHFWHG� WR
FRQWULEXWH�WR�WKH�UHDOLVDWLRQ�RI�WKH�LQYHVWPHQW�SODQV��$�FORVHU�FRRSHUDWLRQ�EHWZHHQ�WKH
SXEOLF�DQG�WKH�SULYDWH�VHFWRUV�VKRXOG�QRW�EH�DOORZHG�WR�OHDG�WR�OHVV�FRPSHWLWLRQ�

• %HQHILWV�IURP�WKH�OLEHUDOLVDWLRQ�RI�WHOHFRPPXQLFDWLRQV�KDYH�DOUHDG\�PDWHULDOLVHG�LQ�WHUPV�RI
ORZHU� SULFHV�� D� ZLGHU� FKRLFH� RI� SURGXFWV� DQG� KLJKHU� TXDOLW\�� 7R� EULQJ� WKLV� SRVLWLYH
GHYHORSPHQW�IXUWKHU��PRVW�0HPEHU�6WDWHV�DUH�LQ�WKH�SURFHVV�RI�VHFXULQJ�XQEXQGOLQJ�RI
WKH� ORFDO� ORRS� DQG� HQIRUFLQJ� WKH� UHJXODWLRQ� RI� DFFHVV� FKDUJHV� WR� WKH� IL[HG� QHWZRUNV�
6WURQJHU� FRPSHWLWLRQ� LV� DOVR� WR� EH� H[SHFWHG� IURP� FDEOH� FRPSDQLHV� DQG� WKH� QH[W
JHQHUDWLRQV� RI� ZLUHOHVV� WHOHFRPPXQLFDWLRQ�� IROORZLQJ� WKH� LVVXLQJ� RI� QHZ� OLFHQVHV� LQ
PRVW�0HPEHU�6WDWHV�
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• ,Q�HQHUJ\�VHFWRUV��(8�GLUHFWLYHV�KDYH�EHHQ�LQFRUSRUDWHG�LQWR�QDWLRQDO� OHJLVODWLRQ� LQ�PRVW
0HPEHU�6WDWHV�DQG�WKH�RSHQLQJ�RI�PDUNHWV�LV�SURJUHVVLQJ��<HW�WKH�SDFH�RI�OLEHUDOLVDWLRQ
FRXOG� EH� DFFHOHUDWHG� LQ� PDQ\� 0HPEHU� 6WDWHV�� (IIRUWV� DUH� VWLOO� UHTXLUHG� WR� HQVXUH
HIIHFWLYH�FRPSHWLWLRQ�LQ�WKHVH�PDUNHWV��DQG�DW�WKH�(8�OHYHO�PHDVXUHV�DUH�QHHGHG�IRU�WKH
IXOO�FRPSOHWLRQ�RI�D�(XURSHDQ�HQHUJ\�PDUNHW�ZLWKRXW�ERUGHUV�

• $�IHZ�LQLWLDWLYHV�LQFUHDVLQJ�FRPSHWLWLYH�SUHVVXUH�KDYH�EHHQ�WDNHQ�E\�GLIIHUHQW�0HPEHU
6WDWHV� LQ� RWKHU� QHWZRUN� LQGXVWULHV�� LQFOXGLQJ� SRVWDO� VHUYLFHV�� UDLOZD\V� DQG� RWKHU� SXEOLF
WUDQVSRUW��(IIRUWV�DUH�UHTXLUHG�WR�LQWURGXFH�PDUNHW�EDVHG�PHFKDQLVPV�LQ�WKH�VXSSO\�RI
SXEOLF�XWLOLWLHV��'HVSLWH�WKH�FKDOOHQJHV��H[SHULHQFHV�RI�VRPH�0HPEHU�6WDWHV�VKRZ�WKDW
RSHQLQJ�WKHVH�PDUNHWV�WR�FRPSHWLWLRQ�LV�SRVVLEOH�DQG��ZKHQ�SURSHUO\�KDQGOHG��GRHV�QRW
FRPSURPLVH�XQLYHUVDO�VHUYLFH�REOLJDWLRQV�

• 3ULYDWLVDWLRQ� RI� VWDWH�RZQHG� FRPSDQLHV� FRQWLQXHV� JUDGXDOO\�� LQ� SDUWLFXODU� LQ� 0HPEHU
6WDWHV�ZKHUH� VWDWH� RZQHUVKLS� KLVWRULFDOO\� KDV� EHHQ� KLJK��0DNLQJ�PDUNHWV� FRQWHVWDEOH
ZKHUH� VWDWH� HQWHUSULVHV� XVHG� WR� KDYH� PRQRSROLHV� LV� LPSRUWDQW� WR� HQVXUH� DQ� HTXDO
SOD\LQJ�ILHOG�

• ,PSRUWDQW� LQLWLDWLYHV� WR� UHGXFH�� VLPSOLI\� DQG� DVVHVV� DGPLQLVWUDWLYH� EXUGHQV� RQ� HQWHUSULVHV
KDYH�EHHQ� LQWURGXFHG� LQ�DOO�0HPEHU�6WDWHV��7KHVH� LQLWLDWLYHV�QHHG� WR�EH� IROORZHG�XS
VWURQJO\��$�YDULHW\�RI�PHDVXUHV�KDYH�EHHQ�LPSOHPHQWHG�WR�HQFRXUDJH�HQWUHSUHQHXUVKLS�DQG
VXSSRUW�60(V��LQFOXGLQJ�UHGXFWLRQV�LQ�WD[�EXUGHQV��6RPH�0HPEHU�6WDWHV�KDYH�FKDQJHG
EDQNUXSWF\�ODZV�ZLWK�D�YLHZ�WR�JLYH�HQWUHSUHQHXUV�D�VHFRQG�FKDQFH�

%HQHILWV�IRU�FRQVXPHUV�DQG�FLWL]HQV

• 7KH�RYHUULGLQJ�REMHFWLYH�RI�VWUXFWXUDO�UHIRUP�LV�WR�VHFXUH�EHQHILWV� IRU�FRQVXPHUV�DQG�FLWL]HQV
WKURXJK� PRUH� HPSOR\PHQW� RSSRUWXQLWLHV�� ORZHU� SULFHV� DQG� D� JUHDWHU� YDULHW\� RI
SURGXFWV�� )LUP� DQG� HIILFLHQW� OHJLVODWLRQ� LV� UHTXLUHG� WR� HQVXUH� WKDW� SXEOLF� VHUYLFH
REOLJDWLRQV� DUH� VDWLVILHG�� WKDW� VXIILFLHQW� WUDQVSDUHQF\� LV� DYDLODEOH� DQG� WKDW� WUDQVDFWLRQV
FDQ�EH�SHUIRUPHG�VDIHO\�IURP�WKH�SRLQW�RI�YLHZ�RI�WKH�FRQVXPHU��&RPSHWLWLRQ�SROLF\
PD\�WKHUHIRUH�EH�UHJDUGHG�DV�DQ�LPSRUWDQW�HOHPHQW�RI�RYHUDOO�FRQVXPHU�SROLF\�

• &RQVXPHU� SROLF\� GRHV� DOVR�� KRZHYHU�� LQFOXGH� DVSHFWV� VXFK� DV� SURGXFW� VDIHW\�� 6HYHUDO
0HPEHU�6WDWHV�KDV�WKXV�WDNHQ�PHDVXUHV�WR�VWUHQJWKHQ�IRRG�VDIHW\�LQ������

• 7KH�GLIIXVLRQ�RI�,&7�ZLOO�IDFLOLWDWH�LQIRUPDWLRQ��WUDQVSDUHQF\�DQG�FRPSHWLWLYH�SUHVVXUHV�LQ
WKH�LQWHUUHODWLRQVKLS�EHWZHHQ�FRQVXPHUV�DQG�EXVLQHVVHV�DQG�VXSSRUW�WKH�GHYHORSPHQW
RI�H�FRPPHUFH��3ROLF\�PD\�QHHG�WR�DGGUHVV�WKH�ULVN�RI�D�GLJLWDO�GLYLGH�DV�H�FRPPHUFH
EHFRPHV�LQFUHDVLQJO\�ZLGHVSUHDG��0RVW�0HPEHU�6WDWHV�KDYH�SURJUHVVHG�E\�GHYHORSLQJ
H�JRYHUQPHQW��ZKLFK�ZLOO�DOVR�EHQHILW�FLWL]HQV�

• 7R�LQFUHDVH�FRQVXPHU�FRQILGHQFH�LQ�ILQDQFLDO�PDUNHWV��0HPEHU�6WDWHV�DUH�JHQHUDOO\�SURPRWLQJ
PHDVXUHV�WR�LQFUHDVH�WUDQVSDUHQF\�VXFK�DV��H�J���VWULFWHU�UHTXLUHPHQWV�IRU�GLVFORVXUHV�RI
OLVWHG�FRPSDQLHV�� LPSURYHG�SURWHFWLRQ�RI�PLQRULW\�VKDUH�KROGHUV�DQG�EHWWHU�FRUSRUDWH
JRYHUQDQFH�SUDFWLFHV�

&DSLWDO�PDUNHWV

• )LQDQFLDO�PDUNHW� LQWHJUDWLRQ� LV� LQFUHDVLQJ�� EXW�PRUH� HIIRUWV� VKRXOG�EH�PDGH� E\�0HPEHU
6WDWHV�WR�DFFHOHUDWH�WKH�&RPPLVVLRQ
V�ILQDQFLDO�VHUYLFHV�DQG�ULVN�FDSLWDO�DFWLRQ�SODQV�
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• 6HYHUDO� 0HPEHU� 6WDWHV� KDYH� FKDQJHG� ILQDQFLDO� UHJXODWLRQ� DQG� DUH� FUHDWLQJ� XQLILHG
ILQDQFLDO� UHJXODWRUV�RU�HQKDQFLQJ�FRRUGLQDWLRQ�EHWZHHQ�H[LVWLQJ� UHJXODWRUV��&RRUGLQDWLRQ
DPRQJ� QDWLRQDO� ILQDQFLDO� UHJXODWRUV� VKRXOG� EH� IXUWKHU� VWUHQJWKHQHG� WR� PHHW� WKH
FKDOOHQJHV� SRVHG� E\� WKH� LQWHJUDWLRQ� RI� WKH� (8� ILQDQFLDO� V\VWHP�� DQG�0HPEHU� 6WDWHV
VKRXOG� FDUHIXOO\� DVVHVV� WKH� FRQVHTXHQFHV� RI� LQFUHDVLQJ� FRQFHQWUDWLRQ� LQ� ILQDQFLDO
VHUYLFHV��7KH�SURFHVV�RI�VWRFN�H[FKDQJH�PHUJHUV�DQG�LQFUHDVHG�FRRSHUDWLRQ�EHWZHHQ�VWRFN
H[FKDQJHV�KDV�FRQWLQXHG�WKURXJK������

• 9HQWXUH�FDSLWDO�PDUNHWV�KDYH�EHHQ�EXR\DQW�LQ�PRVW�0HPEHU�6WDWHV�GXULQJ������DQG�HDUO\
������VXSSRUWHG�SDUWO\�E\�H[SDQGLQJ�QHZ�PDUNHWV�IRU�KLJK�WHFK�FRPSDQLHV��:KLOH�WKH
VXSSO\�RI�ULVN�FDSLWDO�LV�DGHTXDWH�LQ�PDQ\�FRXQWULHV��WKHUH�FRXOG�DSSHDU�WR�EH�SUREOHPV
ZLWK� WKH� VXSSO\� RI� HDUO\�VWDJH� ILQDQFLQJ� HVSHFLDOO\� IRU� 60(V� DV� ZHOO� DV� FRPSHWHQW
FDSLWDO�� ZKLFK� LQ� DGGLWLRQ� WR� ILQDQFH� EULQJV� RWKHU� FRPSHWHQFLHV� WR� HQWUHSUHQHXUV�
(PSKDVLV�VKRXOG�EH�SXW�RQ�HVWDEOLVKLQJ�WKH�ULJKW�IUDPHZRUN�FRQGLWLRQV�IRU�ULVN�FDSLWDO�
HOLPLQDWLQJ��H�J���LQDSSURSULDWH�EDUULHUV�LQ�H[LVWLQJ�UHJXODWLRQ�

• )DYRXUDEOH�GHYHORSPHQWV�LQ�FDSLWDO�PDUNHWV�DUH�LQ�VHYHUDO�0HPEHU�6WDWHV�SDUWO\�H[SODLQHG�E\�
H�J���UHIRUPV�RI�SXEOLF�SHQVLRQ�V\VWHPV�DQG�UHGXFHG�UHVWULFWLRQV�RQ�WKH�FRPSRVLWLRQ�RI
WKH�SRUWIROLRV�RI�SHQVLRQ�IXQGV�

/DERXU�PDUNHWV�DQG�WD[�EHQHILW�V\VWHPV

• 6NLOO�VKRUWDJHV�DQG�ERWWOHQHFNV�DUH�HPHUJLQJ�LQ�VHYHUDO�0HPEHU�6WDWHV��DQG�ZDJH�SUHVVXUHV
DSSHDU�WR�EH�EXLOGLQJ�LQ�VRPH��7KLV�KLJKOLJKWV�WKH�LPSRUWDQFH�RI�FRQWLQXHG�HIIRUWV��E\
JRYHUQPHQWV�� VRFLDO� SDUWQHUV� DQG� FRPSDQLHV�� WR� IRUFHIXOO\� FRQWLQXH� UHIRUPLQJ� ODERXU
PDUNHWV�� LQFUHDVH� HPSOR\PHQW� DQG� SDUWLFLSDWLRQ� UDWHV� DQG� XSJUDGH� KXPDQ� FDSLWDO
WKURXJK�HGXFDWLRQ�DQG�OLIH�ORQJ�OHDUQLQJ�

• $�PDMRULW\�RI�0HPEHU�6WDWHV�KDYH�LQLWLDWHG�WD[�UHIRUPV��DLPHG�DW�UHGXFLQJ�WKH�WD[DWLRQ�RI
HDUQHG� LQFRPH�� LQ� SDUWLFXODU� IRU� ORZ� LQFRPHV�� DQG� PDNLQJ� WD[� V\VWHPV� PRUH
HPSOR\PHQW�IULHQGO\��7KLV�LV�ZHOFRPHG�IURP�D�VWUXFWXUDO�SRLQW�RI�YLHZ��EXW�QHHGV�WR�EH
DVVHVVHG� DQG� IROORZHG� XS� E\� FDUHIXO� FRQVLGHUDWLRQ� RI� LQIODWLRQDU\� SUHVVXUHV� DQG� WKH
ORQJ�WHUP� VXVWDLQDELOLW\� RI� SXEOLF� ILQDQFHV�� 5HGXFWLRQV� LQ� LQFRPH� WD[� UDWHV� DUH� SDUWO\
ILQDQFHG�WKURXJK�LQFUHDVHV�LQ�LQGLUHFW�WD[DWLRQ�DQG�E\�EURDGHQLQJ�WD[�EDVHV�

• 3URJUHVV� KDV� EHHQ� PXFK� OHVV� SURQRXQFHG� LQ� UHIRUPV� RI� XQHPSOR\PHQW� DQG� RWKHU
EHQHILWV� V\VWHPV�� ODERXU� PDUNHW� UHJXODWLRQ� DQG� LQVWLWXWLRQV�� DQG� VRPH� PHDVXUHV� ZRUN� LQ
RSSRVLWH�GLUHFWLRQV��6RPH�0HPEHU�6WDWHV�EHJDQ�WR�WDFNOH�WKH�XQHPSOR\PHQW�WUDS�LVVXH
E\�DGMXVWLQJ�VRPH�PHDQV�WHVWHG�EHQHILWV�WKDW�ZHUH�SUHYLRXVO\�H[FOXVLYHO\�JUDQWHG�WR�WKH
XQHPSOR\HG��/DERXU�PDUNHW�IOH[LELOLW\�KDV�DOVR� LQFUHDVHG� LQ�VRPH�0HPEHU�6WDWHV�GXH
WR�VWURQJ�GHYHORSPHQWV�LQ�WKH�QXPEHU�RI�DW\SLFDO�MRE�FRQWUDFWV��SRVVLEO\�ZLWK�WKH�VLGH
HIIHFW�RI�VORZLQJ�GRZQ�VRPHZKDW�WKH�GHFOLQH�LQ�ODERXU�PDUNHW�VHJPHQWDWLRQ�

• $VVHVVPHQW�RI�WKH�HIIHFWLYH�LPSDFW�RI�WD[�EHQHILW�UHIRUPV�LV�WR�VRPH�H[WHQW�KDPSHUHG
E\�ODFN�RI�WLPHO\�DQG�V\VWHPDWLF�LQIRUPDWLRQ��FRYHULQJ��H�J���HIIHFWLYH�PDUJLQDO�DQG�DYHUDJH�WD[
UDWHV�DQG�QHW�UHSODFHPHQW�UDWHV�IRU�DOO�SRSXODWLRQ�VHJPHQWV��7KH�&RPPLVVLRQ�DQG�WKH
(3&�VKRXOG�FRQWLQXH�WKHLU�ZRUN�RQ�GDWD�DYDLODELOLW\�DQG�H[FKDQJH�RI�JRRG�SUDFWLFHV�

• ,Q� DOO� 0HPEHU� 6WDWHV� PRUH� HIIRUWV� DUH� QHHGHG� WR� LQFUHDVH� HPSOR\PHQW� UDWHV� LQ� VSHFLILF
VHJPHQWV�RI�ODERXU�PDUNHWV��5HJLRQDO�GLIIHUHQFHV�LQ�XQHPSOR\PHQW�KDYH�WKXV�EHFRPH
D� SULRULW\� SUREOHP� LQ� VHYHUDO� FRXQWULHV�� DQG� GLVSURSRUWLRQDWHO\� KLJK� XQHPSOR\PHQW



�

UDWHV� DPRQJ� IHPDOHV�� \RXWK�� ROGHU� ZRUNHUV� DQG� HWKQLF� PLQRULWLHV� H[LVW� LQ� PRVW
FRXQWULHV�� $� ZLGH� UDQJH� RI� PHDVXUHV� LV� UHTXLUHG� WR� PDNH� HPSOR\PHQW� PRUH� HYHQO\
GLVWULEXWHG�� LQFOXGLQJ� HQVXULQJ� VXIILFLHQW� IOH[LELOLW\� LQ� ZDJH� IRUPDWLRQ�� VWUHQJWKHQHG
UHJLRQDO� GHYHORSPHQW� SROLFLHV�� DFFHVV� WR� FKLOG�FDUH� IDFLOLWLHV�� HGXFDWLRQ� DQG� OLIH�ORQJ
OHDUQLQJ�DV�ZHOO�DV�DFWLYH�DJHLQJ�SROLFLHV�

• :RUN�RQ� LPSURYLQJ�DFWLYH� ODERXU�PDUNHW�SROLFLHV�KDV�FRQWLQXHG��EXW�PXFK�UHPDLQV� WR�EH
GRQH�WR�PDNH�WKHP�PRUH�HIILFLHQW�DQG�ZHOO�IRFXVHG�

• 6RPH�0HPEHU�6WDWHV�KDYH�LQ�UHFHQW�\HDUV�PDGH�VXEVWDQWLDO�SURJUHVV�LQ�UHIRUPLQJ�SHQVLRQ
V\VWHPV�� DQG� D� IHZ� IROORZHG� LQ� ������ +RZHYHU�� WR� PHHW� WKH� FKDOOHQJH� RI� DJHLQJ
SRSXODWLRQV� PRVW� 0HPEHU� 6WDWHV� VKRXOG� FRQWLQXH� HIIRUWV� WR� HVWDEOLVK� D� FRKHUHQW
VWUDWHJ\� LQFOXGLQJ� VXVWDLQDEOH� ILVFDO� FRQVROLGDWLRQ�� LQFUHDVHG� SDUWLFLSDWLRQ� RI� HOGHUO\
ZRUNHUV�� DQG� D� UHYLHZ� RI� LQVWLWXWLRQDO� IHDWXUHV� RI� SHQVLRQ� V\VWHPV�� 7KH� (3&� LV
SUHVHQWO\�ZRUNLQJ�RQ�WKLV�VXEMHFW�

3ROLFLHV�WR�SURPRWH�WKH�WUDQVLWLRQ�WR�WKH�NQRZOHGJH�EDVHG�VRFLHW\

• 7KH� /LVERQ� &RXQFLO� HVWDEOLVKHG� D� VHW� RI� WDUJHWV� IRU� WKH� (XURSHDQ� WUDQVLWLRQ� WR� WKH
NQRZOHGJH�EDVHG�VRFLHW\��7KH�H(XURSH�DFWLRQ�SODQ�KDV�EHHQ�IROORZHG�E\�VLPLODU�QDWLRQDO
SODQV�LQ�PRVW�0HPEHU�6WDWHV�

• 0RVW�0HPEHU�6WDWHV�KDYH� LQWURGXFHG�QHZ� LQLWLDWLYHV� WR� VWUHQJWKHQ� RYHUDOO�5	'� HIIRUWV�
7KH� LQLWLDWLYHV� LQFOXGH� VWURQJHU� SXEOLF� VHFWRU� UHVHDUFK�� WD[�EUHDNV� IRU� SULYDWH� VHFWRU
5	'� DQG�PHDVXUHV� WR� IDFLOLWDWH� WKH� FRRSHUDWLRQ� EHWZHHQ� SXEOLF� DQG� SULYDWH� VHFWRUV�
0RVW� 0HPEHU� 6WDWHV� KDYH� D� VKRUWIDOO� LQ� SULYDWH� VHFWRU� 5	'� DQG� DQ� LQVXIILFLHQW
FRPPHUFLDOLVDWLRQ� RI�5	'�RXWSXW�� 7KH� GHYHORSPHQW� RI� VWURQJ� KXPDQ� FDSLWDO� LV� WKH
PRVW� LPSRUWDQW� IUDPHZRUN� FRQGLWLRQ� WR� IDFLOLWDWH� 5	'� EHFDXVH� D� GHPDQG� VWLPXOXV
DORQH�PD\�ULVN�D�UHDOORFDWLRQ�DQG�UHFODVVLILFDWLRQ�RI�VFDUFH�UHVRXUFHV�

• 7KH� GLIIXVLRQ� RI� ,&7� YDULHV� FRQVLGHUDEO\� DPRQJ�0HPEHU� 6WDWHV�� DOWKRXJK� JURZWK� KDV
EHHQ� LPSUHVVLYH� LQ�DOO�0HPEHU�6WDWHV� LQ�������<HW�HIIRUWV�DUH� UHTXLUHG� WR�HQVXUH� WKDW
EDUULHUV� DUH� UHPRYHG�� H�J�� E\� ORZHULQJ� WKH� FRVW� RI� LQWHUQHW� DFFHVV� WKURXJK� LQFUHDVHG
FRPSHWLWLRQ�LQ�WHOHFRPPXQLFDWLRQV�

• 2QH�LPSRUWDQW�WDVN�RI�JRYHUQPHQWV�LV�WR�DYRLG�VRFLDO�H[FOXVLRQ�LQ�WKH�NQRZOHGJH�EDVHG
VRFLHW\��DQG�HQVXULQJ�DFFHVV�WR�,&7�E\�VWXGHQWV�DW�DOO�OHYHOV�LV�FHQWUDO�WR�WKH�SROLFLHV�RI�DOO
0HPEHU�6WDWHV��DOWKRXJK�WKH�WDUJHWHG�WLPHWDEOH�FRXOG�EH�PRUH�DPELWLRXV�LQ�VRPH�

• $QRWKHU�LPSRUWDQW�DUHD�LV�WR�IDFLOLWDWH�H[WHQVLYH�XVH�RI�,&7��0DQ\�0HPEHU�6WDWHV�DUH
WKXV�LQ�WKH�SURFHVV�RI�HVWDEOLVKLQJ�UHJXODWLRQ�IRU�H�FRPPHUFH�DQG�VHFXULQJ�WKH�OHJDO�EDVLV�IRU
XVH�RI�HOHFWURQLF�VLJQDWXUH�

• $OOHYLDWLQJ� WKH� ODFN� RI� SHUVRQQHO�ZLWK� UHOHYDQW� ,&7� VNLOOV� LV� D�PDMRU�FKDOOHQJH� IRU�0HPEHU
6WDWHV� LQ� WKH� VKRUWHU� WHUP��ZKLOH� LQ� WKH� ORQJHU� WHUP� D� JHQHUDO� XSJUDGLQJ� RI� VNLOOV� ZLOO� EH
FUXFLDO�IRU�DFKLHYLQJ�WKH�IXOO�EHQHILWV�RI�,&7�DQG�SUHYHQWLQJ�VRFLDO�H[FOXVLRQ�

• :KLOH� JRYHUQPHQWV�PXVW� VXSSRUW� WKH�GLIIXVLRQ� DQG�XVH�RI� ,&7�E\� FUHDWLQJ� WKH� ULJKW
IUDPHZRUN� FRQGLWLRQV�� WKHUH� LV� D� QHHG� WR� PRQLWRU� GHYHORSPHQWV� FORVHO\�� $Q� RYHUO\
DFWLYLVW�DSSURDFK�E\�0HPEHU�6WDWHV�VXSSRUWLQJ�VSHFLILF�VHFWRUV�VXFK�DV�,&7�SURGXFWLRQ
PLJKW�HQWDLO�D�ULVN�RI�GLVWRUWLQJ�PDUNHWV�DQG�ZDVWH�RI�UHVRXUFHV�
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���&KDOOHQJHV�IRU�VWUXFWXUDO�UHIRUP

�����5HFHQW�GHYHORSPHQWV�DQG�FKDOOHQJHV�LQ�WKH�QHDU�IXWXUH

7KH� GHYHORSPHQW� RI� JURZWK� DQG� HPSOR\PHQW� LQ� WKH� (XURSHDQ� 8QLRQ� KDV� EHHQ
HQFRXUDJLQJ� VLQFH� WKH� PLG�����V� IURP� ERWK� D� F\FOLFDO� DQG� VWUXFWXUDO� SRLQW� RI� YLHZ�� ,Q
SDUWLFXODU� WKH� UDWH�RI� XQHPSOR\PHQW�KDV�GHFUHDVHG� VLJQLILFDQWO\�� DOEHLW� IURP�D�KLJK� OHYHO�
ZKLOH� ZDJH� LQFUHDVHV� UHPDLQHG� PRGHUDWH� DQG� SULFH� LQFUHDVHV� ZHUH� FRQWDLQHG� ZLWK� WKH
H[FHSWLRQ� RI� FHUWDLQ� LWHPV� VXFK� DV� HQHUJ\� DQG� XQSURFHVVHG� IRRG�� ZKLFK� KDYH� VKRZQ� DQ
XSZDUG�WUHQG��FI��ILJXUH�����

7KHVH�FRPELQHG�REVHUYDWLRQV�VXJJHVW�DQ� LPSRUWDQW� UHGXFWLRQ� LQ�VWUXFWXUDO� ODERXU�PDUNHW
SUREOHPV�DQG�WKXV�DQ�LQFUHDVH�LQ�WKH�RYHUDOO�SURGXFWLYH�FDSDFLW\��(PHUJLQJ�VNLOO�VKRUWDJHV
LQ�PRVW�FRXQWULHV�DQG�PRUH�JHQHUDO�ODERXU�PDUNHW�SUHVVXUHV�LQ�VRPH�FRXQWULHV�DOVR�VXJJHVW
WKDW�D�VLJQLILFDQW�F\FOLFDO�VODFN�RI�WKH�HFRQRPLHV�LV�QR�ORQJHU�SUHVHQW�
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1RWH� +,&3�H[�LV�+,&3�H[FO��HQHUJ\�DQG�XQSURFHVVHG�IRRG�
6RXUFH� &RPPLVVLRQ�6HUYLFHV�DQG�2(&'��(FRQRPLF�2XWORRN�1R�����

7KH�UDWH�RI�ODERXU�SURGXFWLYLW\�JURZWK�KDV�EHHQ� OHVV�HQFRXUDJLQJ�FRQVLGHULQJ�WKH�VHFRQG
KDOI�RI�WKH�����V�DV�D�ZKROH��FI��WDEOH�������HYHQ�LI�WKLV�XQGRXEWHGO\�WR�VRPH�H[WHQW�UHIOHFWV�D
ODUJHU�WDNH�XS�RI�MREV�E\�ORZ�VNLOOHG�ZRUNHUV�ZLWK�EHORZ�DYHUDJH�SURGXFWLYLW\�

7DEOH������*URZWK�SHUIRUPDQFH�LQ�UHFHQW�\HDUV��(8���
���� ���� ���� ���� ���� ����

3URGXFWLYLW\������������������������� ��� ��� ��� ��� ��� ���
(PSOR\PHQW� ���������������������� ��� ��� ��� ��� ��� ���
*'3 ������������������������������������� ��� ��� ��� ��� ��� ���
�� *'3�SHU�SHUVRQ�HPSOR\HG��7RWDO�HFRQRP\�
6RXUFH� &RPPLVVLRQ�6HUYLFHV�

7KH�IDFWRUV�EHKLQG�WKH�LPSURYHPHQWV�LQ�JURZWK�DQG�HPSOR\PHQW�DUH�LQ�SDUWLFXODU�

• 7KH�GHFLVLYH� ILVFDO� FRQVROLGDWLRQ� HIIRUWV�ZKLFK� LQ�PRVW� FRXQWULHV�ZHUH� UHLQIRUFHG� E\
WKH�SUHSDUDWLRQ� IRU� WKH� HXUR� DQG� WKH�6WDELOLW\� DQG�*URZWK�3DFW��7KLV� FRQWULEXWHG� WR
ORZ�LQWHUHVW�UDWHV��ORZHU�LQWHUHVW�EXUGHQV�DQG�PRUH�VXVWDLQDEOH�EXGJHW�SRVLWLRQV�

• :DJH� GHYHORSPHQWV� FRQVLVWHQW� ZLWK� SURGXFWLYLW\� JURZWK� DQG� MRE� FUHDWLRQ�� ZKLFK
FRQWULEXWHV�WR�D�EDODQFHG�PDFURHFRQRPLF�SROLF\�PL[��EDFNHG�E\�WKH�&RORJQH�SURFHVV�

• 7KH� LQWURGXFWLRQ� RI� WKH� HXUR�� ZKLFK� SUHYHQWV� UHSHWLWLRQ� RI� HDUOLHU� H[SHULHQFHV� RI
ILQDQFLDO� DQG� FXUUHQF\� PDUNHW� WXUPRLO� LQ� LQGLYLGXDO� FRXQWULHV�� WRJHWKHU� ZLWK� WKH



��

SURYLVLRQ� RI� VWDEOH� LQIODWLRQDU\� H[SHFWDWLRQV� LQ� WKH� HQWLUH� HXUR� DUHD� E\� WKH� (&%·V
PRQHWDU\�SROLF\�

• 7KH� FRQWLQXLQJ� LPSOHPHQWDWLRQ� RI� VWUXFWXUDO� UHIRUPV� LQ� SURGXFW�� FDSLWDO� DQG� ODERXU
PDUNHWV��EDFNHG�E\�WKH�/X[HPERXUJ�DQG�&DUGLII�SURFHVVHV�

)RU� WKH� 8QLRQ� DV� D� ZKROH� WKH� SUHVHQW� PDFURHFRQRPLF� VLWXDWLRQ� LV� IDLUO\� ZHOO� EDODQFHG�
DOORZLQJ�HFRQRPLF� DFWLYLW\� WR� JURZ� LQ� OLQH�ZLWK�SRWHQWLDO� JURZWK��7KH�SURVSHFW� RI� D� OHVV
VXSSRUWLYH� LQWHUQDWLRQDO� GHPDQG� IRU� H[SRUWV� VKRXOG� EH� PDQDJHDEOH�� FRQVLGHULQJ� WKH
8QLRQ·V�SULPDU\� UHOLDQFH�RQ�GRPHVWLF�GHPDQG��ZKHUHDV� WKH� SRWHQWLDOO\� QHJDWLYH� ILQDQFLDO
PDUNHW�LPSOLFDWLRQV�DUH�D�FRQFHUQ�

7KH�PDMRU�FKDOOHQJHV�LQ�WKH�QHDU�IXWXUH�DUH�WR�

• 0DLQWDLQ�PDFURHFRQRPLF�SROLFLHV�LQ�IDYRXU�RI�SULFH�VWDELOLW\��JURZWK�DQG�HPSOR\PHQW�
• 6KLIW� DQG� UHLQIRUFH� WKH� IRFXV� LQ� ODERXU�PDUNHW� SROLFLHV� IURP� GHPDQG� WR� VXSSRUWLYH

VXSSO\�PHDVXUHV�
• $GGUHVV� WKH�GLIIHUHQW� F\FOLFDO�SRVLWLRQV�RI� FRXQWULHV�ZLWKLQ� WKH�HXUR�DUHD�� UHO\LQJ�QRW

RQO\�RQ�PDUNHW�EDVHG�DGMXVWPHQWV�RI�DJJUHJDWH�SULFH�DQG�ZDJH�PRYHPHQWV�EXW�DOVR�E\
GHVLJQLQJ�DSSURSULDWH�ILVFDO�DQG�VWUXFWXUDO�SROLFLHV�

7KHUH� LV� QRW� D� VWURQJ� UHODWLRQVKLS� EHWZHHQ� WKH� UDWH� RI� XQHPSOR\PHQW� DQG� WKH� UDWH� RI
LQIODWLRQ� DFURVV� 0HPEHU� 6WDWHV�� FI�� ILJXUH� ����� 7KLV� VXJJHVWV� WKDW� GLIIHUHQFHV� LQ
XQHPSOR\PHQW�UDWHV�DUH�H[SODLQHG�PRVWO\�E\�GLIIHUHQFHV�LQ�ODERXU�PDUNHW�VWUXFWXUHV�

)LJXUH����D���8QHPSOR\PHQW�UDWHV������� )LJXUH����E��,QIODWLRQ�UDWHV������
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�� (VWLPDWHG�YDOXHV�
6RXUFH� (XURVWDW�

0HDVXUHV� WR� VSHHG� XS� VWUXFWXUDO� UHIRUP� LQ� SURGXFW� DQG� FDSLWDO� PDUNHWV�� HVSHFLDOO\� ZLWK
UHVSHFW� WR�FUHDWLQJ�PRUH� LQQRYDWLYH�DQG� FRPSHWLWLYH�PDUNHWV� LQ�SUREOHP�DUHDV��ZRXOG� LQ
DGGLWLRQ�WR�WKHLU�EHQHILFLDO�ORQJ�WHUP�HIIHFWV�DOVR�LPSURYH�VKRUW�WHUP�GHYHORSPHQWV�

,Q�VXPPDU\��WKH�SUHVHQW�IDYRXUDEOH�PDFURHFRQRPLF�FRQGLWLRQV�RIIHU�ERWK�D�QHHG�DQG�DQ
RSSRUWXQLW\� WR� DFFHOHUDWH� WKH� SURFHVV� RI� VWUXFWXUDO� UHIRUPV� IRVWHULQJ� SRVLWLYH� LQWHUDFWLRQ
HIIHFWV�EHWZHHQ�PDFURHFRQRPLF�DQG�VWUXFWXUDO�SROLFLHV�

�����6WUXFWXUDO�FKDOOHQJHV�LQ�WKH�PHGLXP�DQG�ORQJ�WHUP

7KH�VSHFLDO�(XURSHDQ�&RXQFLO�LQ�/LVERQ�DJUHHG�RQ�WKH�REMHFWLYH�IRU�(XURSH�WR�EHFRPH�WKH
PRVW� FRPSHWLWLYH� DQG� G\QDPLF� NQRZOHGJH�EDVHG� HFRQRP\� LQ� WKH� ZRUOG�� FDSDEOH� RI
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VXVWDLQDEOH�HFRQRPLF�JURZWK�ZLWK�PRUH�DQG�EHWWHU� MREV�DQG�JUHDWHU�VRFLDO�FRKHVLRQ��7KLV
LQFOXGHV�UDLVLQJ�WKH�RYHUDOO�HPSOR\PHQW�UDWH�IURP�DQ�DYHUDJH�RI����SHU�FHQW�WRGD\�WR����SHU
FHQW�E\�������DQG�UDLVLQJ�WKH�IHPDOH�HPSOR\PHQW�UDWH�IURP����SHU�FHQW�WRGD\�WR�PRUH�WKDQ
���SHU�FHQW�E\������

'HVSLWH� WKH� HQFRXUDJLQJ� JURZWK� DQG� HPSOR\PHQW� GHYHORSPHQWV� LQ� UHFHQW� \HDUV�� VHYHUDO
PHGLXP� DQG� ORQJ�WHUP� PDMRU� VWUXFWXUDO� FKDOOHQJHV� QHHG� WR� EH� DGGUHVVHG� WR� PHHW� WKH
/LVERQ�REMHFWLYHV��LQ�SDUWLFXODU�

• +LJK� OHYHOV� RI� VWUXFWXUDO� XQHPSOR\PHQW� DQG� LQDFWLYLW\� UDWHV� LQ� PRVW� FRXQWULHV�� DQG
ODERXU�PDUNHW�VHJPHQWDWLRQ�ZLWK�UHVSHFW�WR�UHJLRQV��JHQGHU��DJH��VNLOO�OHYHOV�DQG�HWKQLF
PLQRULWLHV�DV�UHIOHFWHG�E\�GLVSURSRUWLRQDWHO\�ODUJH�GLIIHUHQFHV�LQ�XQHPSOR\PHQW�UDWHV�

• ,QVXIILFLHQW�SUHSDUDWLRQ�IRU�WKH�ORQJ�WHUP�SXEOLF�ILQDQFH�FKDOOHQJH�RI�DJHLQJ
• 2QO\� PRGHUDWH� LQFUHDVHV� LQ� RYHUDOO� SURGXFWLYLW\� DQG� WKH� VSHHG� RI� WUDQVLWLRQ� WR� WKH

NQRZOHGJH�EDVHG�HFRQRP\

:KHUHDV�XQHPSOR\PHQW�UDWHV�KDYH�EHFRPH�ORZ�LQ�RQH�KDOI�RI�WKH��PRVWO\�VPDOOHU��0HPEHU
6WDWHV��WKH�DYHUDJH�XQHPSOR\PHQW�UDWH�RI�WKH�8QLRQ�LV�VWLOO�KLJK��(PSOR\PHQW�DQG�ODERXU
IRUFH�SDUWLFLSDWLRQ�VKRXOG�EH�LQFUHDVHG�LQ�DOO�FRXQWULHV�

7KH�QHHG�WR�LQFUHDVH�SDUWLFLSDWLRQ�UDWHV�LV�UHLQIRUFHG�E\�WKH�GHPRJUDSKLF�FKDQJH��ZKLFK�LQ
PRVW� FRXQWULHV� ZLOO� OHDG� WR� D� VKLIW� IURP� JURZLQJ� WR� VWDJQDWLQJ� ZRUNLQJ�DJH� SRSXODWLRQV
DOUHDG\�LQ�WKH�LPPHGLDWH�IXWXUH��2QH�HQFRXUDJLQJ�REVHUYDWLRQ�LV�WKDW�IHPDOH�SDUWLFLSDWLRQ
UDWHV�LQ�VRPH�FRXQWULHV��H�J��,UHODQG�DQG�6SDLQ��KDYH�VWDUWHG�WR�LQFUHDVH�TXLWH�VWURQJO\�

$�EURDG�UDQJH�RI�VWURQJ�PHDVXUHV�LV�QHHGHG��LI�WKH�/LVERQ�HPSOR\PHQW�WDUJHW��FI��ILJXUH����D�
LV�WR�EH�PHW�
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�� (VWLPDWHG�YDOXHV�
6RXUFH� (XURVWDW�DQG�2(&'�

/DERXU� PDUNHWV� LQ� 0HPEHU� 6WDWHV� WHQG� WR� EH� VHJPHQWHG� DORQJ� VHYHUDO� GLPHQVLRQV� DV
UHIOHFWHG�E\�ODUJH�UHJLRQDO�GLIIHUHQFHV��GLVSURSRUWLRQDWHO\�KLJK�XQHPSOR\PHQW�UDWHV�IRU�WKH
ORZ�VNLOOHG� DQG� KLJK� XQHPSOR\PHQW� DQG� LQDFWLYLW\� UDWHV� IRU� \RXQJ�� IHPDOHV� DQG�ZRUNHUV
RYHU� WKH� DJH� RI� ���� ,Q� SDUWLFXODU� WKHVH� SUREOHPV� DQG� WKH� SUREOHP� RI� ORQJ�WHUP
XQHPSOR\PHQW� UHIOHFW� D� JHQHUDO� LQVLGHU�RXWVLGHU� SUREOHP�� ZKLFK� DPRQJ� RWKHU� PHDVXUHV
VKRXOG�EH�DGGUHVVHG�E\� UHPRYLQJ�EDUULHUV� WR� HQWU\� DQG� UH�HQWU\� WR� HPSOR\PHQW��/DFN�RI
ODERXU�PRELOLW\�LV�DQRWKHU�LPSRUWDQW�FDXVH�RI�UHJLRQDO�XQHPSOR\PHQW�GLIIHUHQFHV�DQG�PXVW
EH�DGGUHVVHG�E\�VXLWDEOH�PHDVXUHV��7KH�RSHQLQJ�XS�RI�WHPSRUDU\�DQG�IL[HG�WHUP�FRQWUDFWV
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KDV�EHHQ� LQVWUXPHQWDO� LQ�ERRVWLQJ�HPSOR\PHQW�JURZWK� LQ�D�QXPEHU�RI�FRXQWULHV�� HYHQ� LI
WKLV�GRHV�QRW�DGGUHVV�WKH�SUREOHP�DW�LWV�URRW�DQG�PD\�LQ�VRPH�LQVWDQFHV�FDXVH�QHZ�VRUWV�RI
ODERXU�PDUNHW�VHJPHQWDWLRQ�

$GGUHVVLQJ�WKH�SDUWLFXODUO\�ORZ�SDUWLFLSDWLRQ�UDWHV�DPRQJ�ZRUNHUV�DJHG����RU�PRUH�VHUYHV
WKH� WULSOH� SXUSRVHV� RI� FRQWULEXWLQJ� WR� KLJKHU� OHYHOV� RI� HPSOR\PHQW� DQG� SURGXFWLRQ�
DOOHYLDWLQJ� WKH�SXEOLF�H[SHQGLWXUH� LQFUHDVHV�RI� DJHLQJ��DQG� LQ�PDQ\�FDVHV�SURYLGLQJ� VRFLDO
EHQHILWV� IRU� WKRVH� FRQWLQXLQJ� RU� WDNLQJ� XS� HPSOR\PHQW�� 7KLV� LV� D�PDMRU� FKDOOHQJH� WR� EH
DGGUHVVHG�YLD�EHQHILW� UHIRUPV�DV�ZHOO� DV�YLD� FUHDWLQJ�PRUH� LQFOXVLYH�DQG�DWWUDFWLYH� ODERXU
PDUNHW� FRQGLWLRQV� IRU� WKHVH� ZRUNHUV�� 6XSSRUW� DQG� DVVLVWDQFH� IURP� WKH� VRFLDO� SDUWQHUV� LV
KLJKO\�ZDUUDQWHG�LQ�WKHVH�DQG�RWKHU�DUHDV�

&RQWLQXLQJ�WKH�SDWK�RI�SXEOLF�GHEW�UHGXFWLRQV�DQG�FRQVROLGDWLQJ�SXEOLF�SHQVLRQ�V\VWHPV�LV
DQRWKHU� NH\� SUHSDUDWLRQ� IRU� DJHLQJ� SRSXODWLRQV�� 7KLV� QHHG� OLPLWV� WKH� H[WHQW� WR� ZKLFK
VWUXFWXUDO�ODERXU�PDUNHW�SUREOHPV�FDQ�EH�LPSURYHG�E\�IXUWKHU�WD[�UHGXFWLRQV�DORQH�

$V�ZRUNLQJ� DJH� SRSXODWLRQV� DUH� QR� ORQJHU� JURZLQJ�� DQG� DUH� HYHQ� GHFOLQLQJ� RYHU� WLPH� LQ
VRPH� FRXQWULHV�� D� FRQWLQXDWLRQ� RI� SUHVHQW� JURZWK� WUHQGV� UHTXLUHV� VWURQJHU� SURGXFWLYLW\
JURZWK���0HDVXUHV�WR�ERRVW�SURGXFWLYLW\�JURZWK�LQFOXGH�

• 6WURQJHU�LQYHVWPHQW�LQ�KXPDQ�DQG�SK\VLFDO�FDSLWDO
• 6SHHGLQJ�XS�PHDVXUHV�WR�VWUHQJWKHQ�FRPSHWLWLRQ�DQG�WKH�IXQFWLRQLQJ�RI�PDUNHWV
• )DFLOLWDWLQJ�WKH�WUDQVLWLRQ�WR�WKH�NQRZOHGJH�EDVHG�HFRQRP\��LQFOXGLQJ�,&7�LQYHVWPHQWV

DV�ZHOO�DV�VWURQJHU�5	'�DQG�LQQRYDWLRQ

7KHUH�DOVR�H[LVWV�D�SRWHQWLDO�IRU�D�FDWFK�XS�LQ�SURGXFWLYLW\�FRQVLGHULQJ�WKH�ORZHU�SURGXFWLYH
OHYHOV� LQ� D� QXPEHU� RI� FRXQWULHV� DQG� UHJLRQV� FRPSDUHG� WR� WKH� PRVW� DGYDQFHG� 0HPEHU
6WDWHV��FI��ILJXUH����E��0RVW�0HPEHU�6WDWHV�DOVR�KDYH�D�FDWFKLQJ�XS�SRWHQWLDO�FRPSDUHG�WR�WKH
86$�LQ�WHUPV�RI�*'3�SHU�KRXU�ZRUNHG�

<HW� HYHQ� LI� D� VWURQJ� DQG� FRPSUHKHQVLYH� SROLF\� WR� SURPRWH� JURZWK� LV� LPSOHPHQWHG�
SURGXFWLYLW\�GHYHORSPHQWV�LQ�WKH�8QLRQ�DQG�LQGLYLGXDO�0HPEHU�6WDWHV�ZLOO�QRW�QHFHVVDULO\
DFFHOHUDWH�FRPSDUHG�WR�LWV�ORQJ�WHUP�WUHQG��7KH�HIIHFWV�RI�RWKHU�IDFWRUV��H�J��WHFKQRORJLFDO�
SUHYLRXVO\�GULYLQJ�SURGXFWLYLW\�JURZWK�PD\�EHFRPH�H[KDXVWHG��$OWKRXJK� WKH� LPSRUWDQFH
RI� D� QXPEHU� RI� IDFWRUV� GULYLQJ� JURZWK� LV�ZHOO� DFNQRZOHGJHG�� D� ODUJH� VKDUH� RI� HFRQRPLF
JURZWK�UHPDLQV�DIIHFWHG�E\�WHFKQRORJLFDO�FKDQJHV�DQG�RWKHU�IDFWRUV�QRW�HDVLO\�XQGHUVWRRG
DQG�PHDVXUHG��$� FRQWLQXDWLRQ� RI� WKH� ORQJ�WHUP� WUHQG�PD\� WKXV� UHIOHFW� DQ� LPSURYHPHQW
FRPSDUHG�WR�WKH�GHFHOHUDWLRQ�WKDW�FRXOG�RFFXU�LQ�WKH�DEVHQFH�RI�IXUWKHU�UHIRUP�

$V� WKH�SXEOLF� VHFWRU�FRQVWLWXWHV� D� ODUJH� VKDUH�RI� WKH�HFRQRP\� LQ�0HPEHU�6WDWHV�� VSHFLILF
DWWHQWLRQ� LV�QHHGHG� WR�HQKDQFH� WKH�TXDOLW\�DQG�HIILFLHQF\�RI� WKH�VHUYLFHV�SURYLGHG�E\� WKLV
VHFWRU��7KH�TXDOLW\�RI�WKH�SXEOLF�VHFWRU�DIIHFWV�ERWK�IUDPHZRUN�FRQGLWLRQV�IRU�EXVLQHVV��WKH
ZHOO�EHLQJ�RI�WKH�XVHUV�RI�SXEOLF�VHUYLFHV��DQG�LWV�DELOLW\�WR�KHOS�DQG�DVVLVW�YXOQHUDEOH�JURXSV
DW�WKH�ODERXU�PDUNHW�RU�LQ�VRFLDO�V\VWHPV�

������������������������������������������������
��+LJKHU�SURGXFWLYLW\�LQFUHDVHV�LQ�WKH�SULYDWH�VHFWRU�ZLOO�QRW��KRZHYHU��DOOHYLDWH�WKH�ILQDQFLDO�EXUGHQ�RI�DJHLQJ
IRU�SXEOLF�ILQDQFHV�LQ�FRXQWULHV�ZKHUH�EHQHILWV�DUH�ZDJH�LQGH[HG��LQ�RQH�ZD\�RU�DQRWKHU��DQG�WKXV�GHYHORS�LQ
SDUDOOHO�ZLWK�SULYDWH�VHFWRU�ZDJHV��7KH�ZHOIDUH�DQG�UHDO�LQFRPH�JDLQV�SURYLGHG�E\�KLJKHU�SURGXFWLYLW\�ZLOO� LQ
WKHVH�FRXQWULHV�EH�VKDUHG�ZLWK�UHWLUHG�SHRSOH��RWKHU�EHQHILW�UHFHLYHUV�DQG�SXEOLF�HPSOR\HHV�
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7KH�FRPELQHG�DJHQGD�RI�IXUWKHU�VWUXFWXUDO�UHIRUP�LV�QRW�DQ�HQG� LQ� LWVHOI��EXW�D�PHDQV�RI
DFKLHYLQJ�WKH�KLJK�DPELWLRQV�RI� WKH�8QLRQ� LQ� WHUPV�RI� OLYLQJ�VWDQGDUGV��HPSOR\PHQW�DQG
VRFLDO�LQFOXVLRQ�

(FRQRPLF�UHIRUPV�KDYH�VR�IDU�DQG�LQ�DGGLWLRQ�WR�SRVLWLYH�RYHUDOO�FRQWULEXWLRQV�WR�JURZWK�
HPSOR\PHQW�DQG�WKH�VXVWDLQDELOLW\�RI�WKH�ZHOIDUH�VWDWHV�DOVR�SURYLGHG�VSHFLILF�EHQHILWV�IRU
FLWL]HQV�DQG�FRQVXPHUV�ZLWK�UHVSHFW��DPRQJ�RWKHU�WKLQJV��WR�

• /RZHU�SULFHV�IRU�D�QXPEHU�RI�JRRGV�DQG�VHUYLFHV
• $�ZLGHU�UDQJH�RI�SURGXFWV�DQG�KLJKHU�TXDOLW\�RI�JRRGV�DQG�VHUYLFHV
• ,QFUHDVHG�RSSRUWXQLWLHV�RI�HPSOR\PHQW�IRU�FLWL]HQV�LQ�YXOQHUDEOH�VLWXDWLRQV

0RUHRYHU�� WKHUH� DUH� QR� LQGLFDWLRQV� WKDW� UHIRUPV� DLPLQJ� DW� ORZHU� SULFHV� DQG� KLJKHU
HIILFLHQF\�KDYH�KDG�D�QHJDWLYH�LPSDFW�RQ�WKH�SURYLVLRQ�RI�YLWDO�SXEOLF�DQG�VRFLDO�JRRGV�VXFK
DV�XQLYHUVDO�VHUYLFH�REOLJDWLRQV�DQG�FRQVXPHU�VDIHW\�

�����6WUXFWXUDO�SROLF\�LPSOLFDWLRQV�RI�WKH�NQRZOHGJH�EDVHG�VRFLHW\

7KH�JURZLQJ�SHQHWUDWLRQ�DQG�XVH�RI�,&7�LV��WRJHWKHU�ZLWK�JOREDOLVDWLRQ��FKDQJLQJ�WKH�ZD\
LQ� ZKLFK� LQ� SDUWLFXODU� SULYDWH� FRPSDQLHV� SURGXFH�� EHKDYH�� RUJDQLVH� DQG� LQWHUDFW�� 7KH
ZLGHVSUHDG� XVH� RI� ,&7� FUHDWHV� D� SDUWLFXODU� HFRQRPLF� HQYLURQPHQW� FKDUDFWHULVHG� E\�� H�J��
YHU\�ORZ�FRPPXQLFDWLRQ�FRVWV�DQG�DOPRVW�XQOLPLWHG�DFFHVV�WR�LQIRUPDWLRQ��7KHVH�FKDQJHV
SRVH� RSSRUWXQLWLHV� DQG� FKDOOHQJHV� IRU� HFRQRPLF� DQG� VWUXFWXUDO� SROLFLHV� DV� ZHOO� DV� IRU
LQGLYLGXDO�EXVLQHVVHV��ZRUNHUV��FLWL]HQV�DQG�FRQVXPHUV�

7KH�NQRZOHGJH�EDVHG�VRFLHW\�ZKLFK�LV�IRXQGHG�RQ�WKH�SURGXFWLRQ��GLVWULEXWLRQ�DQG�XVH�RI
NQRZOHGJH�LQYROYHV�WZR�PDMRU�SROLF\�DUHDV�

• &UHDWLQJ� WKH� IUDPHZRUN� FRQGLWLRQV� QHFHVVDU\� IRU� ZLGHVSUHDG� XVH� RI� ,&7�� VXFK� DV
LQYHVWLQJ�LQ�,&7�HTXLSPHQW�DQG�HQVXULQJ�HIIHFWLYH�XVH�DW�ORZ�DFFHVV�SULFHV�

• $GMXVWLQJ�HOHPHQWV�ZLWKLQ� WKH�EURDG�UDQJH�RI�RYHUDOO� VWUXFWXUDO�SROLFLHV� WR� WKH�H[WHQW
WKDW�WKH�HFRQRPLF�HQYLURQPHQW�FKDUDFWHULVLQJ�WKH�NQRZOHGJH�EDVHG�VRFLHW\�UHTXLUHV�D
VKLIW�LQ�IRFXV�DQG�VFRSH�

:LWK�UHVSHFW�WR�WKH�PDFURHFRQRPLF�HIIHFWV�RI�,&7�DQG�WKH�NQRZOHGJH�EDVHG�HFRQRP\��D
QXPEHU�RI�K\SRWKHVHV�KDYH�EHHQ�PDGH� LQ� WKH�SXEOLF�DQG�SURIHVVLRQDO�GHEDWHV�XQGHU� WKH
KHDGLQJ�RI�´1HZ�(FRQRP\µ��)DVWHU�SURGXFWLYLW\�JURZWK��DW�OHDVW�LQ�D�WUDQVLWLRQ�SHULRG��DQG
SHUKDSV� D� FRQWULEXWLRQ� WR� ORZHU� LQIODWLRQDU\� SUHVVXUHV� DQG� WKXV� ORZHU� VWUXFWXUDO
XQHPSOR\PHQW� GXH� WR� KLJKHU� FRPSHWLWLYH� SUHVVXUHV�� DUH� WKH� PRVW� YDOLG� K\SRWKHVHV�� %\
FRQWUDVW��RWKHU�SRSXODU�K\SRWKHVHV� VXFK�DV� WKH�GLVDSSHDUDQFH�RI� FDSDFLW\� FRQVWUDLQWV� DQG
WKH�ULVN�RI�LQIODWLRQDU\�SUHVVXUHV��D�QHZ�HUD�ZLWKRXW�EXVLQHVV�F\FOHV�DQG�WKH�SURVSHFWV�RI�D
ORQJ�ERRP�KDYH�QR�DQDO\WLFDO�IRXQGDWLRQ�RU�IDFWXDO�HYLGHQFH�WR�VXSSRUW�WKHP�

6R�IDU�WKH�86$�KDV�H[SHULHQFHG�IDVWHU�SURGXFWLYLW\�JURZWK�LQ�WKH�VHFRQG�KDOI�RI�WKH�����V�
XQGRXEWHGO\�UHLQIRUFHG�E\�WKH�XVH�RI�,&7��EXW�PRVWO\�GXH�WR�VWURQJ�WHFKQRORJLFDO�SURJUHVV
LQ� WKH� SURGXFWLRQ� RI� ,&7� HTXLSPHQW� DQG� VRIWZDUH� LWVHOI�� 7KH� (8� DQG� RWKHU� 2(&'
FRXQWULHV�KDYH�QRW�H[SHULHQFHG�VXFK�DFFHOHUDWLRQ��7KXV�� WKH�FRQVHTXHQFHV�RI� ,&7�RQ� WKH
ORQJ�WHUP�JURZWK�UDWH�DUH�WKXV�VWLOO�QRW�FOHDU�
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(YHQ� LI� WKH� LPSDFW� RI� ,&7� DQG� WKH� NQRZOHGJH�EDVHG� VRFLHW\� DV� D� PDFURHFRQRPLF
SKHQRPHQRQ� PD\� EH� WUDQVLWRU\�� KRZHYHU�� WKHUH� ZLOO� EH� SURQRXQFHG� HIIHFWV� ZLWKLQ� WKH
EXVLQHVV�VHFWRU�DQG�FRQVXPHUV�ZLOO�EHQHILW�IURP�PDQ\�QHZ�RSSRUWXQLWLHV�

:KDW�GLIIHUHQWLDWHV�,&7�IURP�RWKHU�WHFKQRORJLHV�LV�QRW�UHODWHG�WR�WKH�SURGXFWLRQ�RI�,&7�
EXW�WKH�H[WHQW�WR�ZKLFK�WKLV�WHFKQRORJ\�LV�RU�FDQ�EH�XVHG�LQ�SURGXFWLRQ�SURFHVVHV�DFURVV�D
YHU\�ZLGH�UDQJH�RI�VHFWRUV�DQG�DOVR�LQ�SULYDWH�KRXVHKROGV�

<HW� JRYHUQPHQWV� DUH� QRW� LQ� D� SRVLWLRQ� WR� FRQFOXGH� WKDW� WKH� XVH� RI� ,&7� LQ� LQGLYLGXDO
FRPSDQLHV� DQG� KRXVHKROGV� LV� VXSHULRU� WR� RWKHU� SURGXFWLRQ� IDFWRUV� DQG� FRQVXPSWLRQ� DW
JLYHQ�PDUNHW�SULFHV��5HVWUDLQW� VKRXOG� WKHUHIRUH�EH� VKRZQ�ZLWK� UHVSHFW� WR� LQWHUIHUHQFH� LQ
WKHVH�PDUNHW�GHFLVLRQV��2Q�WKH�RWKHU�KDQG��DFFRXQW�PXVW�DOVR�EH�WDNHQ�RI�WKH�IDFW�WKDW�WKH
XVH�RI�VRPH�,&7�SURGXFWV��LQ�SDUWLFXODU�WKH�,QWHUQHW��FUHDWHV�LPSRUWDQW�QHWZRUN�HIIHFWV�DV
WKH�XVH�RI�FRPPXQLFDWLRQ�HTXLSPHQW�LQFUHDVHV�LI�WKH�WRWDO�QXPEHU�RI�XVHUV�LQFUHDVHV�

7KH�XVH�RI�,&7�LV�JURZLQJ�VWURQJO\�LQ�0HPEHU�6WDWHV��EXW�IURP�YHU\�GLIIHUHQW�OHYHOV��FI��WDEOH
�����)URP������WR������WKH�VKDUH�RI�FLWL]HQV�LQ�WKH�(8�ZLWK�,QWHUQHW�DFFHVV�DW�KRPH�PRUH
WKDQ�GRXEOHG��EXW�RQ�DYHUDJH�,QWHUQHW�SHQHWUDWLRQ�LV�VWLOO�ORZHU�WKDQ�LQ�WKH�86$��,Q������
(8�H[SHQGLWXUH�RQ�,&7�DV�D�VKDUH�RI�*'3�VXUSDVVHG�WKDW�RI�WKH�86$��<HW�WKHUH�DUH�ODUJH
GLIIHUHQFHV�DPRQJ�0HPEHU�6WDWHV��DQG�VRPH�KDYH�D� VLJQLILFDQW�EDFNORJ�FRPSDUHG� WR� WKH
PRVW� DGYDQFHG� 0HPEHU� 6WDWHV� VXFK� DV� 6ZHGHQ�� WKH� 1HWKHUODQGV� DQG� 3RUWXJDO� ZKHQ
PHDVXUHG�DFFRUGLQJ�WR�WKH�VKDUH�RI�,&7�H[SHQGLWXUHV�LQ�*'3��0HDVXUHV�WDNHQ�WR�VWLPXODWH
WKH�IUDPHZRUN�FRQGLWLRQV�QHHGHG�WR� LQFUHDVH�WKH�XVH�RI� ,&7�DUH�GHVFULEHG� LQ�VHFWLRQ����
DQG�DQQH[�,,,�

7DEOH�������,QGLFDWRUV�RI�WKH�WUDQVLWLRQ�WR�WKH�NQRZOHGJH�EDVHG�VRFLHW\
,QWHUQHW�SHQHWUDWLRQ�������
�SHU�FHQW�RI�WRWDO�SRS��

,&7�H[SHQGLWXUH������
�SHU�FHQW�RI�*'3�

5	'�H[SHQGLWXUH�
�SHU�FHQW�RI�*'3�

1HWKHUODQGV�������������� ���� ��� ���
6ZHGHQ���������������������� ���� ��� ���
'HQPDUN������������������� ���� ��� ���
)LQODQG���������������������� ���� ��� ���
8QLWHG�.LQJGRP����� ���� ��� ���
$XVWULD����������������������� ���� ��� ���
/X[HPERXUJ ������������ ���� ��� �
,UHODQG����������������������� ���� ��� ���
%HOJLXP��������������������� ���� ��� ���
(8��������������������������� ���� ��� ���
*HUPDQ\������������������� ���� ��� ���
,WDO\���������������������������� ���� ��� ���
)UDQFH ����������������������� ���� ��� ���
3RUWXJDO �������������������� ���� ��� ���
6SDLQ�������������������������� ���� ��� ���
*UHHFH����������������������� ���� ��� ���
8QLWHG�6WDWHV������������ ���� ��� ���
�� 6KDUH�RI�FLWL]HQV�ZKR�KDYH�,QWHUQHW�DFFHVV�DW�KRPH�
�� 2EVHUYDWLRQV�IRU������IRU�%HOJLXP��*UHHFH�DQG�,UHODQG�������IRU�)UDQFH��1HWKHUODQGV�DQG�WKH�8.�

�����IRU�'HQPDUN��*HUPDQ\��3RUWXJDO��6SDLQ��6ZHGHQ��,WDO\��$XVWULD��)LQODQG��(8����DQG�86$�
6RXUFH�� '*�,1)62��(,72��(XURVWDW�DQG�2(&'�

$VVHVVLQJ� WKH� EURDGHU� DVSHFWV� RI� WKH� NQRZOHGJH�EDVHG� VRFLHW\�� WKH� QHZ� FKDOOHQJHV� IRU
VWUXFWXUDO�SROLFLHV�PD\�EH�JURXSHG�XQGHU�WZR�KHDGLQJV�

• 7KH�QHHG�WR�HQVXUH�FRPSHWLWLYH�SUHVVXUHV�DQG�DGMXVW�UHJXODWLRQ
• 7KH�QHHG�WR�DVVLVW�DQG�GHYHORS�SURGXFWLRQ�IDFWRUV
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,&7� DQG� WKH� NQRZOHGJH�EDVHG� HFRQRP\� PD\� JLYH� ULVH� WR� D� QXPEHU� RI� TXLWH� GLIIHUHQW
GHYHORSPHQWV�DQG�FKDOOHQJHV�LQ�GLIIHUHQW�PDUNHWV�

,Q�PDUNHWV�RI�VWDQGDUG�SURGXFWV�EHWWHU�LQIRUPDWLRQ�DQG�LQFUHDVHG�JOREDOLVDWLRQ�VKRXOG�LQFUHDVH
FRPSHWLWLRQ�DQG�IDFLOLWDWH�ORZHU�SULFH�LQFUHDVHV��,Q�WKHVH�PDUNHWV��KRZHYHU��FRPSDQLHV�PD\
VHHN�PHUJHUV�DQG�DFTXLVLWLRQV�LQ�RUGHU�WR�PDLQWDLQ�PDUNHW�SRZHU��7KLV�FKDOOHQJH�VKRXOG�EH
DGGUHVVHG�E\�FRPSHWLWLRQ�DXWKRULWLHV��LI�WKH�IXOO�EHQHILWV�DUH�WR�EH�UHDSHG�

0RUH� VSHFLDOLVHG� PDUNHWV� DQG� PDUNHWV� IRU� QHZ� SURGXFWV� DUH� FKDUDFWHULVHG� E\� VKRUWHU� DQG� IDVWHU
SURGXFW�F\FOHV�WRJHWKHU�ZLWK�TXLFN�DQG�HDV\�DFFHVV�WR�ODUJH�PDUNHWV��,Q�WKHVH�PDUNHWV�WKHUH
DUH�VWURQJ�LQFHQWLYHV�WR�LQQRYDWH�DQG�H[SORLW�WHPSRUDU\�PRQRSRO\�VLWXDWLRQV�DV� WKH� LQLWLDO
PDUNHW� SRZHU� IRU� D� JLYHQ� SURGXFW� PD\� HURGH� IDVW� DIWHUZDUGV�� )DYRXUDEOH� FRQGLWLRQV� LQ
WHUPV� RI�5	'��� LQQRYDWLRQ�� KXPDQ� FDSLWDO�� EXVLQHVV�XQLYHUVLW\� LQWHUDFWLRQ� DQG� DFFHVV� WR
YHQWXUH�FDSLWDO�PD\�XQGHU�WKHVH�FLUFXPVWDQFHV�FUHDWH�D�KLJK�YDOXH�DGGHG��:KDW�PDWWHUV�IRU
WKH� ZKROH� HFRQRP\� LQ� WKHVH� UHVSHFWV� LV� SDUWLFXODUO\� D� ODUJH� DQG� HIIHFWLYH� VXSSO\� RI� WKH
SURGXFWLRQ� IDFWRUV� QHHGHG� IRU� VXFFHVV� LQ� LQQRYDWLYH� PDUNHWV� VXFK� DV� KXPDQ� FDSLWDO�
5HDOORFDWLRQV�RI�VXFK�VFDUFH�UHVRXUFHV�DORQH�PD\�QRW�LPSURYH�RYHUDOO�SHUIRUPDQFH��2SHQ
PDUNHWV�DQG�LQWHOOHFWXDO�SURSHUW\�ULJKWV�DUH�DOVR�LPSRUWDQW�KHUH�

&RQVLGHULQJ�WKH�VWURQJ�SRVLWLRQ�RI�SULYDWH�FRPSDQLHV� LQ�WHUPV�RI�SURILWDELOLW\�DQG�FDSLWDO
UHWXUQV� WKURXJKRXW� WKH� ����V�� WKH� FRPSHWLWLYH� SUHVVXUHV� KDYH� QRW� GRPLQDWHG� WKH� RWKHU
IDFWRUV�DIIHFWLQJ�SURILWDELOLW\�LQ�WKLV�SHULRG�

$�WKLUG�DUHD�LV�LQ�QHWZRUN�LQGXVWULHV��ZKHUH�QHZ�WHFKQRORJLHV�KDYH�PDGH�WKH�LQWURGXFWLRQ�RI
FRPSHWLWLYH�PDUNHWV�SRVVLEOH��H�J��E\�DOORZLQJ�D�VHSDUDWLRQ�RI�GLVWULEXWLRQ�DQG�SURGXFWLRQ�
&RPSDQLHV� DUH� QRZ� WDNLQJ� DGYDQWDJH� RI� WKHVH� RSSRUWXQLWLHV�� ,Q� WKH� FDVH� RI
WHOHFRPPXQLFDWLRQV��HIIHFWLYH�DQG�FRPSHWLWLYH�PDUNHWV� WKDW�HQVXUH�HDV\�DFFHVV�DQG� ORZHU
SULFHV�RI�,&7�DQG�LQWHUQHW�XVH�DUH�FUXFLDO�LQ�RUGHU�WR�UHDOLVH�WKH�LPSRUWDQW�VSLOO�RYHU�HIIHFWV
IURP�LQFUHDVHG�DQG�HIIHFWLYH�XVH�RI�,&7�DQG�WKH�QHZ�WHFKQRORJLHV�

6HUYLFHV� SURYLGHG� E\� WKH� SXEOLF� VHFWRU� DUH� D� PDMRU� DUHD� E\� LWVHOI�� ZKHUH� WKH� XVH� RI� ,&7� PD\
FRQWULEXWH�WR�EHWWHU�VHUYLFHV�DQG�KLJKHU�HIILFLHQF\��%\�GHILQLWLRQ��WKHVH�EHQHILWV�FDQQRW�EH
UHDSHG�VLPSO\�YLD�PDUNHW�IRUFHV��EXW�LQVWHDG�UHTXLUH�GLUHFW�LQYROYHPHQW�RI�PDQDJHPHQW�DQG
GHFLVLRQ�PDNHUV�

$PRQJ�WKH�PDMRU�FKDOOHQJHV�IDFLOLWDWLQJ�WKH�WUDQVLWLRQ�WR�WKH�NQRZOHGJH�EDVHG�VRFLHW\�LV�WKH
GHYHORSPHQW� RI� EDVLF� ,&7� VNLOOV��PDNLQJ� WKH� XVH� RI� WKLV� WHFKQRORJ\� DYDLODEOH� IRU� DOO� DQG
DYRLGLQJ�D�GLJLWDO�GLYLGH��7KH�IRFXV�RQ�EHWWHU�VRFLDO� LQFOXVLRQ�DQG�OLIH�ORQJ�OHDUQLQJ�DW�WKH
/LVERQ�&RXQFLO�UHPDLQV�LQGLVSHQVDEOH�LQ�WKLV�UHVSHFW�

������������������������������������������������
��7KH�PRVW� LPSRUWDQW�DVSHFW�RI�EXVLQHVV�5	'�LV�QRW�QHFHVVDULO\�WKH�GLUHFW�FRQWULEXWLRQ� WR�GHYHORSLQJ�QHZ
SURGXFWV�DQG�SURGXFWLRQ�SURFHVVHV��EXW� WKH�DELOLW\� WR� LQWHUDFW�ZLWK�RWKHU� LQQRYDWLYH�EXVLQHVVHV��XQLYHUVLWLHV
DQG�JRYHUQPHQW�LQVWLWXWLRQV�



��

���3URJUHVV�LQ�VWUXFWXUDO�UHIRUP

6WUXFWXUDO�UHIRUP�LV�DQ�RQJRLQJ�SURFHVV�DQG�UHJXODWLRQ�PXVW�UHJXODUO\�EH�DGMXVWHG�WR�PDWFK
WKH� FKDOOHQJHV� WKDW� SUHYDLO� DW� DQ\� JLYHQ� PRPHQW�� 0RUHRYHU�� 0HPEHU� 6WDWHV� IDFHG� YHU\
GLIIHUHQW�LQLWLDO�FRQGLWLRQV�ZKHQ�WKH�UHJXODWRU\�UHIRUP�SURFHVV�EHFDPH�DQ�LQWHJUDWHG�SDUW�RI
FRRSHUDWLRQ�ZLWKLQ�WKH�(8��DQG� OHJDFLHV�RI� WKH�SDVW�DUH�VWLOO�HYLGHQW�ZKHQ�FRPSDULQJ� WKH
FXUUHQW�VWDWH�RI�DIIDLUV�LQ�GLIIHUHQW�FRXQWULHV�

7KLV�KDV�LPSOLFDWLRQV�IRU�WKH�IROORZLQJ�DQQXDO�UHYLHZ�RI�VWUXFWXUDO�UHIRUPV��ZKLFK�IRFXVHV
SULPDULO\�RQ�UHIRUPV�XQGHUWDNHQ�GXULQJ�������7KXV��WKH�IDFW�WKDW�D�SDUWLFXODU�FRXQWU\�KDV
PDGH� ODUJH�SURJUHVV� LQ�D�JLYHQ�DUHD�GRHV�QRW�QHFHVVDULO\� LPSO\�WKDW� WKH�FRXQWU\� LV�DPRQJ
WKH�IURQWUXQQHUV��,W�FRXOG�DOVR�UHIOHFW�WKDW�RYHUGXH�UHIRUPV�ZHUH�ILQDOO\�EHLQJ�LPSOHPHQWHG�
ZKLFK� RI� FRXUVH� LQ� LWVHOI� LV� D� JRRG� WKLQJ�� 6LPLODUO\�� UHIRUPV� LQ� VRPH� DUHDV� KDYH� DOUHDG\
SURJUHVVHG�VLJQLILFDQWO\�LQ�SUHYLRXV�\HDUV��ZKLOH�HIIRUWV�LQ������KDYH�EHHQ�FRQFHQWUDWHG�RQ
VPDOOHU� DGMXVWPHQWV� DQG� VHFRQGDU\� OHJLVODWLRQ��$OWKRXJK�� WKLV� UHSRUW� DWWHPSWV� WR� SURYLGH
VRPH�LQGLFDWLRQV�RQ�KRZ�IDU�WKH�VWUXFWXUDO�UHIRUP�SURFHVV�KDV�SURJUHVVHG�LQ�HDFK�DUHD�DQG
WR�D�OHVVHU�H[WHQW�LQ�HDFK�0HPEHU�6WDWH��WKH�GLVWLQFWLRQ�EHWZHHQ�WKH�´VWDWH�RI�DIIDLUVµ�DQG
FKDQJHV�VKRXOG�EH�NHSW�LQ�PLQG�ZKHQ�DVVHVVLQJ�WKH�UHYLHZ�EHORZ�

���� 0DUNHWV�IRU�JRRGV�DQG�VHUYLFHV

,QWHUQDO�PDUNHW�OHJLVODWLRQ�DQG�VWDWH�DLG

6WUHQJWKHQLQJ�RI�WKH�,QWHUQDO�0DUNHW
$OO�EXW�WKUHH�0HPEHU�6WDWHV�UHGXFHG�WKH�VKDUH�RI�,QWHUQDO�0DUNHW�'LUHFWLYHV�WKDW�ZDV�QRW
WUDQVSRVHG� LQWR� QDWLRQDO� OHJLVODWLRQ� EHWZHHQ�0D\� ����� DQG�1RYHPEHU� ������ FI�� WDEOH� ����
5HGXFWLRQV� KDYH� EHHQ� ODUJHVW� LQ� ,WDO\�� $XVWULD�� /X[HPERXUJ� DQG� 3RUWXJDO�� 7KH� QRQ�
WUDQVSRVLWLRQ� UDWH� ZRUVHQHG� LQ� *UHHFH�� ZKLFK� ZDV� DOUHDG\� WKH� 0HPEHU� 6WDWH� ZKHUH
LPSOHPHQWDWLRQ�RI�(8� OHJLVODWLRQ�ZDV� ODFNLQJ� WKH�PRVW�� DQG� LQ�*HUPDQ\��ZKLFK�KDV�KDG
WDONV�ZLWK�WKH�&RPPLVVLRQ�RQ�KRZ�WR�LPSURYH�WKH�VLWXDWLRQ

0DQ\�0HPEHU�6WDWHV�KDYH� LQ� UHFHQW� \HDUV� LQWURGXFHG� VSHFLDO� ERGLHV� DQG�SURFHGXUHV� WR�HQVXUH
WKH�WUDQVSRVLWLRQ�RI�GLUHFWLYHV� LQ�D�IDVW�DQG�H[SHGLHQW�PDQQHU��7RZDUGV� WKH�HQG�RI������
%HOJLXP� IROORZHG�E\� DSSRLQWLQJ� D� FRPPLVVLRQHU� DQG� DQ� DFWLRQ� SODQ�ZDV� DGRSWHG� GXULQJ
������7KH�)UHQFK�JRYHUQPHQW� UHFHLYHG� LQ� ODWH������ DQ� DXWKRULVDWLRQ� IURP�SDUOLDPHQW� WR
VSHHG�XS�WUDQVSRVLWLRQ��ZKLFK�LV�H[SHFWHG�WR�LPSURYH�WKH�UHODWLYHO\�SRRU�UHFRUG�RI�)UDQFH�

'HVSLWH� WKH� RYHUDOO� SURJUHVV�� VWLOO� PRUH� WKDQ� ����� SHU� FHQW� RI� DOO� GLUHFWLYHV� KDYH� QRW� \HW� EHHQ
WUDQVSRVHG� LQ� RQH� RU�PRUH�0HPEHU�6WDWHV��5HODWLYH� WR� WKH� WRWDO� QXPEHU�RI�GLUHFWLYHV�� WKH�QRQ�
WUDQVSRVLWLRQ� UDWH� LV� ZRUVW� LQ� DUHDV� VXFK� DV� LQWHOOHFWXDO� SURSHUW\� ULJKWV�� WUDQVSRUW�� SXEOLF
SURFXUHPHQW��HQHUJ\�DQG�HQYLURQPHQW��

%HVLGHV� WKH� FRQWLQXHG� WUDQVSRVLWLRQ� RI� GLUHFWLYHV�� RWKHU� DVSHFWV� RI� WKH� ,QWHUQDO� 0DUNHW
GHVHUYH�DWWHQWLRQ��6RPH�0HPEHU�6WDWHV�UHSRUW�WKDW�FRPSODLQWV�FRQFHUQLQJ�WKH�IXQFWLRQLQJ
RI�WKH�(XURSHDQ�PDUNHW�DUH�VWLOO�EHLQJ�UDLVHG�E\�EXVLQHVV��2IWHQ�WKH\�DUH�UHODWHG�WR�WKH�ODFN
RI� PXWXDO� UHFRJQLWLRQ� RU� VWDQGDUGLVDWLRQ� LQ� WKH� QRQ�KDUPRQLVHG� DUHDV�� 0HPEHU� 6WDWHV
VKRXOG�WKHUHIRUH�EH�HQFRXUDJHG�WR�SXW�PRUH�HIIRUWV�LQWR�WKH�VWDQGDUGLVDWLRQ�SURFHVVHV�DQG
WDNH� PHDVXUHV� WR� HQVXUH� FRUUHFW� LPSOHPHQWDWLRQ� DQG� XVH� RI� WKH� PXWXDO� UHFRJQLWLRQ

������������������������������������������������
��)RU�GHWDLOV��VHH�6LQJOH�0DUNHW�6FRUHERDUG��1RYHPEHU�������RQ
KWWS���HXURSD�HX�LQW�FRPP�LQWHUQDOBPDUNHW�HQ�XSGDWH�LQGH[�KWP�
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SULQFLSOH��$�QXPEHU�RI�0HPEHU�6WDWHV�DOVR�FDOO�IRU�DFWLRQ�WR�RSHQ�XS�IRU�SDUDOOHO�LPSRUWV
RI�WUDGHPDUN�SURGXFWV�IURP�FRXQWULHV�RXWVLGH�WKH�(($�

7DEOH������,QWHUQDO�0DUNHW�OHJLVODWLRQ��SXEOLF�SURFXUHPHQW�DQG�VWDWH�DLG
,QWHUQDO�0DUNHW�GLUHFWLYHV�
�QRQ�WUDQVSRVLWLRQ�UDWHV�

3XEOLF�SURFXUHPHQW�
�VKDUH�RI�*'3�

6HFWRUDO�DQG�DG�KRF�VWDWH�DLG�

�VKDUH�RI�*'3�
���� &KJ������� ���� &KJ��������� ���� &KJ�������

���3HU�FHQW���� ��3FW�SRLQWV�� ���3HU�FHQW��� ��3FW�SRLQWV�� ���3HU�FHQW��� ��3FW�SRLQWV��
$XVWULD������������� ��� ���� ���� ����� ���� �����
%HOJLXP����������� ��� ���� ���� ���� ���� ����
'HQPDUN��������� ��� ���� ���� ���� ���� �����
)LQODQG������������ ��� ��� ���� ���� ���� ����
)UDQFH ������������� ��� ���� ���� ���� ���� �����
*HUPDQ\��������� ��� ��� ���� ����� ���� �����
*UHHFH������������� ��� ��� ���� ����� ���� �����
,UHODQG������������� ��� ���� ���� ���� ���� �����
,WDO\������������������ ��� ���� ���� ���� ���� �����
/X[HPERXUJ �� ��� ���� ���� ����� ���� ����
1HWKHUODQGV���� ��� ��� ���� ���� ���� ����
3RUWXJDO ���������� ��� ���� ���� ����� ���� �����
6SDLQ���������������� ��� ���� ���� ���� ���� �����
6ZHGHQ������������ ��� ���� ���� ���� ���� �����
8.������������������� ��� ���� ���� ����� ���� �����
(8 ������������������� ����� ���� ���� ���� ���� �����
�� 6KDUH�RI�,QWHUQDO�0DUNHW�GLUHFWLYHV�QRW�WUDQVSRVHG�DV�RI�1RYHPEHU������DQG� WKH�FKDQJH�EHWZHHQ

0D\������DQG�1RYHPEHU������
�� 6KDUH�RI�,QWHUQDO�0DUNHW�GLUHFWLYHV�QRW�\HW�WUDQVSRVHG�DFURVV�WKH�ZKROH�RI�WKH�8QLRQ�
�� 9DOXH�RI�SXEOLF�SURFXUHPHQW�ZKLFK�LV�RSHQO\�DGYHUWLVHG�
�� ����� UHSUHVHQWV� SURYLVLRQDO� DYHUDJHV� IRU� WKH�SHULRG� ���������ZKLOH� WKH� FKDQJH� EHWZHHQ� ����� DQG

�����UHSUHVHQWV�FKDQJHV�EHWZHHQ�WKH�DYHUDJH���������DQG�WKH�DYHUDJH�IRU���������
6RXUFHV��6LQJOH�0DUNHW�6FRUHERDUG��1RYHPEHU�������'*�0$5.7�DQG�&RPPLVVLRQ�6HUYLFHV�

3XEOLF�SURFXUHPHQW�DFFRXQWV�IRU�D�ODUJH�VKDUH�RI�WRWDO�GHPDQG�LQ�DOO�0HPEHU�6WDWHV��,W� LV
WKHUHIRUH�RI�XWPRVW�LPSRUWDQFH�WKDW�SXEOLF�SURFXUHPHQW�SUDFWLFHV�FRQWULEXWH�WR�WKH�FUHDWLRQ�RI
FRPSHWLWLYH�PDUNHWV��QDWLRQDOO\�DV�ZHOO� DV�(8�ZLGH��$FFRUGLQJ� WR�&RPPLVVLRQ�HVWLPDWHV�
WKH�YDOXH�RI�SXEOLF�SURFXUHPHQW�SXEOLVKHG�LQ�WKH�2IILFLDO�-RXUQDO�KDV�VLQFH������VWDJQDWHG
DW�DURXQG�����SHU�FHQW�RI�*'3��,Q�������WKH�VKDUH�UDQJHG�IURP�����SHU�FHQW�RI�*'3�IRU
*HUPDQ\�WR�����SHU�FHQW�IRU�WKH�8.�DQG�����SHU�FHQW�IRU�*UHHFH��FI��WDEOH�����

+RZHYHU��DOO�0HPEHU�6WDWHV�DFWLYHO\�VHHN�WR�DGGUHVV�WKLV�LVVXH��6SDLQ�GLG�WUDQVSRVH�RQH�RI
WKH�SXEOLF�SURFXUHPHQW�GLUHFWLYHV� LQ� ������ DQG�*HUPDQ\� WUDQVSRVHG� WZR�GLUHFWLYHV�RQ� �
)HEUXDU\� ������ %HOJLXP�� *UHHFH�� ,UHODQG� DQG� WKH� 8.� KDYH� HVWDEOLVKHG� ERGLHV� ZLWKLQ
JRYHUQPHQW� WR� VWUHQJWKHQ� SXEOLF� SURFXUHPHQW� DQG�PRUH� JHQHUDOO\� SDUWQHUVKLSV� ZLWK� WKH
SULYDWH� VHFWRU� E\� SURYLGLQJ� DGYLFH� DQG� DVVLVWDQFH� WR� LQGLYLGXDO� SXEOLF� HQWLWLHV�� $XVWULD
LQWHQGV�WR�HVWDEOLVK�DQ�DGYLVRU\�DJHQF\�IRU�WKH�IHGHUDO�JRYHUQPHQW�LQ�������'HQPDUN�DQG
WKH�1HWKHUODQGV�KDYH�LQLWLDWHG�DFWLRQ�SODQV��DQG�UHIRUPV�RI�SXEOLF�SURFXUHPHQW�OHJLVODWLRQ
KDYH� EHHQ� XQGHUWDNHQ� LQ� )LQODQG�� )UDQFH�� *HUPDQ\� DQG� 6SDLQ�� ZKLOH� /X[HPERXUJ� LV
FRQWHPSODWLQJ�QHZ�XQLILHG�OHJLVODWLRQ��'HQPDUN�HVWDEOLVKHG�LQ������D�VHSDUDWH�VWDWH�RZQHG
FRPSDQ\�WKDW�ZLOO�EH�LQ�FKDUJH�RI�PDNLQJ�FRRUGLQDWHG�SXEOLF�SURFXUHPHQW�DW�WKH�VWDWH�OHYHO�

7KH� ,QWHUQHW� RIIHUV� JUHDW� SRWHQWLDO� DV� D� PHDQV� RI� PDNLQJ� SXEOLF� SURFXUHPHQW� PRUH
HIIHFWLYH�DQG�WUDQVSDUHQW��DQG�DOO�0HPEHU�6WDWHV�DUH�LQ�WKH�SURFHVV�RI�HVWDEOLVKLQJ�SURSHU
IUDPHZRUNV��(OHFWURQLF�SXEOLVKLQJ�RI�WHQGHUV�LV�RQO\�WKH�ILUVW�VWHS��DQG�VKRXOG�EH�IROORZHG�
XS�E\�DOORZLQJ�ELGV� WR�EH�VXEPLWWHG�HOHFWURQLFDOO\��7KH�FUHDWLRQ�RI�GDWD�EDVHV�FRQWDLQLQJ
LQIRUPDWLRQ�RQ�VXSSOLHUV��SURGXFWV�DQG�SULFHV�DV�ZHOO�DV�SXUFKDVHV�E\�JRYHUQPHQW�DJHQFLHV
PD\�DOVR�FRQWULEXWH�WR�PDNH�SXEOLF�SURFXUHPHQW�´EHVW�DQG�FKHDSHVWµ��FI��ER[�����
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%R[����� *RRG�SUDFWLFH��,PSURYLQJ�SXEOLF�SURFXUHPHQW�E\�XVLQJ�WKH�,QWHUQHW
7KH�´3XEOLF�H[SHQGLWXUH�RQ�OLQHµ�SURMHFW�LQ�,WDO\�LV�D�JRYHUQPHQW�SODQ�LQ�WZR�VWDJHV�LQWURGXFHG�ZLWK�DQ�DLP
WR�UDWLRQDOLVH�WKH�SXEOLF�DGPLQLVWUDWLRQ�H[SHQGLWXUH�

7KH� ILUVW� VWDJH� KDV� EHHQ� UXQQLQJ� IRU� RQH� \HDU� DQG� LV� EDVHG� RQ� WKUHH� SULQFLSDOV�� SURPRWLRQ� RI� WKH� QHZ
HFRQRP\� E\� SXEOLF� DGPLQLVWUDWLRQ�� DXWRQRP\� DQG� IXOO� UHVSRQVLELOLW\� RI� SXEOLF� PDQDJHPHQW� LQ� SXUFKDVLQJ
SURFHGXUHV� DQG� VLPSOLILFDWLRQ� RI� SURFHGXUHV�� $� FHQWUDO� VHUYLFH� XQLW� KDV� EHHQ� VHW� XS� WR� DVVLVW� DOO� SXEOLF
DGPLQLVWUDWLRQ� LQ�SXUFKDVLQJ�JRRGV�DQG�VHUYLFHV��$XFWLRQV�DUH�SXEOLFO\�DQQRXQFHG� WR�ZKLFK�DOO� VXSSOLHUV�RI
SXEOLF�JRRGV�DQG�VHUYLFHV�FDQ�SDUWLFLSDWH��7KH�PRVW�IDYRXUDEOH�RIIHU�LV�FKRVHQ�E\�WKH�FHQWUDO�VHUYLFH�XQLW��DQG
WKH� FKRVHQ� JRRG� RU� VHUYLFH� DQG� WKH� SULFH� LV� DQQRXQFHG� DW� DQ� LQWHUQHW� ZHEVLWH�� (YHU\� RIILFH� LQ� WKH� SXEOLF
DGPLQLVWUDWLRQ�FDQ�RUGHU�WKHLU�GHVLUHG�TXDQWLW\�IURP�WKH�ZHEVLWH�

7ZR�DXFWLRQV�KDYH�EHHQ�FDUULHG�RXW�IROORZLQJ�WKLV�QHZ�SURFHGXUH��RQH�IRU�IL[HG�WHOHSKRQH�FDOOV�DQG�RQH�IRU
SKRWRFRSLHU�PDFKLQHV��7KH�UHVXOWLQJ�VDYLQJV�IRU�WKH�,WDOLDQ�SXEOLF�DGPLQLVWUDWLRQ�KDYH�EHHQ�FRQVLGHUDEOH����
SHU�FHQW�ORZHU�FRVWV�LQ�WKH�FDVH�RI�IL[HG�WHOHSKRQH�FDOOV�DQG����SHU�FHQW�ORZHU�IRU�SKRWRFRSLHUV��7KH�DYHUDJH
HVWLPDWHG�VDYLQJV�IRU�WRWDO�VWDWH�FRPPRQ�H[SHQGLWXUH�LV����SHU�FHQW�

7KH� VHFRQG� VWDJH� DLPV� WR� UHGXFH� SURFXUHPHQW� H[SHQGLWXUH�� VSHHG� XS� WKH� SURFHVV�� HQVXUH� WUDQVSDUHQF\� LQ
WHQGHULQJ�DQG�RSHQ�XS�WKH�SXEOLF�VXSSO\�PDUNHW�IRU�FRPSHWLWLRQ��7KH�SXEOLFDWLRQ�RI�SXEOLF�FDOOV�IRU�WHQGHUV
ZLOO� EH�SURYLGHG� HOHFWURQLFDOO\��(�FRPPHUFH�ZLOO� EH� IXUWKHU� SURPRWHG� DQG�GHYHORSHG� DV� DQ� LQVWUXPHQW� IRU
SXEOLF� SXUFKDVHV� RI� JRRGV� DQG� VHUYLFHV��7KH�SURMHFW�ZLOO� LPSOHPHQW� D� SHUPDQHQW�RQ�OLQH� DXFWLRQ� LQ�ZKLFK
VXSSO\�DQG�GHPDQG�FDQ�EH�PDWFKHG�LQ�UHDO�WLPH��HQVXULQJ�WKDW�SXEOLF�ERGLHV�DOZD\V�JHW�WKH�EHVW�SULFH�

2WKHU� PHPEHU� VWDWHV�� VXFK� DV� $XVWULD�� %HOJLXP�� 'HQPDUN�� )LQODQG�� *HUPDQ\�� ,UHODQG�� WKH� 1HWKHUODQGV�
6ZHGHQ�DQG�WKH�8.��KDYH�DOVR�WDNHQ�PHDVXUHV�LQ�WKLV�DUHD�

6WDWH�DLG
7KH�RYHUDOO� OHYHO�RI� VWDWH� DLG� LQ� WKH�(8� LV� JUDGXDOO\� EHLQJ� UHGXFHG��<HW� WKH�SDFH� LV� UHODWLYHO\
VORZ��DQG�LQ�VRPH�0HPEHU�6WDWHV�VWDWH�DLG�KDV�LQFUHDVHG�LQ�UHFHQW�\HDUV�DV�D�VKDUH�RI�*'3�

2QH�UHDVRQ�IRU�WKH�VORZ�UHGXFWLRQ�LV�WKDW�PRUH�DLG�LV�JHQHUDOO\�GHYRWHG�WR�KRUL]RQWDO�REMHFWLYHV�VXFK
DV� HQHUJ\� VDYLQJV�� D� FOHDQHU� HQYLURQPHQW�� UHVHDUFK� DQG� GHYHORSPHQW�� IRVWHULQJ� HQWUHSUH�
QHXUVKLS� DQG� 60(V� WKURXJK�� H�J��� ULVN� FDSLWDO� SURJUDPPHV�� %\� FRQWUDVW�� WKH� SDUWLFXODUO\
GLVWRUWLRQDU\�VHFWRUDO�DQG�DG�KRF�DLG�LV�EHLQJ�UHGXFHG�DW�D�UHODWLYHO\�IDVW�SDFH�� FI�� WDEOH�����
7KHUH�DUH�ODUJH�YDULDWLRQV�EHWZHHQ�0HPEHU�6WDWHV�DV�WR�WKH�H[WHQW�RI�VHFWRUDO�DLG��UDQJLQJ
LQ������IURP�OHVV�WKDQ�����SHU�FHQW�RI�*'3�LQ�)LQODQG�WR�����SHU�FHQW�RI�*'3�LQ�3RUWXJDO�

2QH�VLJQLILFDQW�GHYHORSPHQW�LQ������ZDV�WKH�SKDVLQJ�RXW�RI�DLG�IRU�VKLSEXLOGLQJ�DW�WKH�(8�OHYHO�
'XULQJ�WKH�SDVW�WZR�RU�WKUHH�GHFDGHV�VRPH�0HPEHU�6WDWHV�KDYH�VSHQW�VXEVWDQWLDO�DPRXQWV
RI�SXEOLF�IXQGV�WR�FRXQWHU�D�QDWXUDO�VWUXFWXUDO�FKDQJH�DQG�SDUWO\�XQIDLU�FRPSHWLWLRQ�IURP
QDWLRQV�LQ�WKH�)DU�(DVW��(QGLQJ�WKLV�DLG�ZDV�D�FRXUDJHRXV��EXW�DOVR�KLJKO\�DSSURSULDWH�VWHS
WDNHQ�E\�PLQLVWHUV�

)HZ� 0HPEHU� 6WDWHV� KDYH� DQ� RYHUDOO� VWUDWHJ\� IRU� UHGXFLQJ� VWDWH� DLG�� 2QH� H[FHSWLRQ� LV
*HUPDQ\�ZKHUH� DLG� WR� DJULFXOWXUH� DQG�PLQLQJ� KDV� EHHQ� UHGXFHG� UHFHQWO\� DQG� VXEVWDQWLDO
UHGXFWLRQV�DUH�SODQQHG�EHIRUH�������+RZHYHU�� VXVWDLQHG�GLVFLSOLQH� LQ� VWDWH� DLG� LV�QHHGHG�
5HVSRQGLQJ� WR� SROLWLFDO� SUHVVXUH� GXH� WR� KLJK� RLO� SULFHV� LQ� ������ VHYHUDO� 0HPEHU� 6WDWHV
HQJDJHG� LQ� WD[� FXWWLQJ� DQG� RWKHU� PHDVXUHV� WR� DOOHYLDWH� LQFUHDVLQJ� HQHUJ\� FRVWV� LQ� WKH
WUDQVSRUW�VHFWRU��DQG�VRPH�DGRSWHG�DLG�SDFNDJHV�IRU�JUHHQKRXVH�JDUGHQLQJ��$OWKRXJK�VXFK
SUDFWLFHV�PLJKW�EH�XQGHUVWDQGDEOH�LQ�OLJKW�RI�WKH�SROLWLFDO�SUHVVXUH��WKH\�VKRXOG�EH�UHVLVWHG
WR� DYRLG� HQJDJLQJ� LQ� EDWWOHV� RQ� VWDWH� DLG� DPRQJ� 0HPEHU� 6WDWHV�� $OWHUQDWLYHO\�� PHDVXUHV� WR
DOOHYLDWH�WHPSRUDU\�HFRQRPLF�SUREOHPV�ZLWKLQ�VSHFLILF�VHFWRUV�VKRXOG�EH�DJUHHG�DW�WKH�(8�
OHYHO�DQG�LQFOXGH�VSHFLILF�GHDGOLQHV�IRU�WKH�DEROLWLRQ�RI�DLG�PHDVXUHV�
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&RPSHWLWLRQ�SROLF\

&RPSHWLWLRQ�OHJLVODWLRQ�DQG�DXWKRULWLHV
7KH�SURFHVV�RI� UHFHQW�\HDUV�ZKHUHE\�QDWLRQDO� FRPSHWLWLRQ� ODZV� KDYH� FRQYHUJHG� WRZDUGV� D� FRPPRQ
VWDQGDUG�PRGHOOHG�RQ�WKH�DUWLFOHV�RI�WKH�(&�WUHDW\�LV�FRPLQJ�WR�D�FORVH��,Q�'HQPDUN�DQG�WKH
8.�SURYLVLRQV�IRU�WKH�QDWLRQDO�FRPSHWLWLRQ�DXWKRULWLHV�WR�HQIRUFH�DUWLFOHV����DQG����FDPH
LQWR�IRUFH�GXULQJ�������$�GHFLVLRQ�WR�HVWDEOLVK�DQ�LQGHSHQGHQW�FRPSHWLWLRQ�DXWKRULW\�ZDV
WDNHQ�LQ�$XVWULD�LQ�-DQXDU\�������DQG�WKH�1HWKHUODQGV�KDV�SUHVHQWHG�D�ELOO�WKDW�ZRXOG�PDNH
WKH� DXWKRULW\� FRPSOHWHO\� LQGHSHQGHQW� IURP� WKH� 0LQLVWU\� RI� (FRQRPLF� $IIDLUV�� ,Q
/X[HPERXUJ�� D�QHZ�FRPSHWLWLRQ� ODZ�SHUPLWWLQJ�D�PRUH� DFWLYH� FRPSHWLWLRQ�SROLF\�E\� WKH
DXWKRULWLHV�ZLOO�EH�DGRSWHG�DQG�LPSOHPHQWHG�

0HUJHU�DQG�DFTXLVLWLRQ�OHJLVODWLRQ�ZDV�VWUHQJWKHQHG�LQ�6SDLQ�DQG�WKH�$XVWULDQ�&DUWHO�&RXUW�KDV
EHHQ� DOORZHG� WR� UDLVH� FDVHV� DW� LWV� RZQ� GLVFUHWLRQ��0DQGDWRU\� QRWLILFDWLRQ� RI�0	$·V�ZDV
PDGH�FRPSXOVRU\�LQ�'HQPDUN�DQG�LV�FXUUHQWO\�EHLQJ�FRQVLGHUHG�LQ�)UDQFH��,UHODQG�DQG�WKH
8.�KDYH� DQQRXQFHG� QHZ� OHJLVODWLRQ� WKDW�ZLOO�PRYH� WKH� GHFLVLRQ�PDNLQJ� RQ�0	$� IURP
PLQLVWHUV�WR�WKH�FRPSHWLWLRQ�DXWKRULWLHV�

$OVR� *UHHFH� KDV� WDNHQ� PHDVXUHV� WR� EULQJ� QDWLRQDO� OHJLVODWLRQ� PRUH� LQWR� OLQH� ZLWK� (8
UHJXODWLRQ�� 3RUWXJDO� LV� FRQWHPSODWLQJ� D� QHZ� FRPSHWLWLRQ� ODZ� DQG� WKH� HVWDEOLVKPHQW� RI� D
QHZ� UHJXODWRU\� FRPSHWLWLRQ� DXWKRULW\�� 6HYHUDO�0HPEHU� 6WDWHV� KDYH� HQKDQFHG� WKH� SRZHUV
DQG�WKH�UHVRXUFHV�RI�WKH�FRPSHWLWLRQ�DXWKRULWLHV�WR�VWUHQJWKHQ�WKHLU�FDSDFLW\�WR�LQYHVWLJDWH
DQG�HQIRUFH�H[LVWLQJ�UHJXODWLRQ�

$OWKRXJK�PRVW�0HPEHU�6WDWHV�QRZ�KDYH�HTXLYDOHQW�OHJLVODWLRQ�DV�UHJDUGV�FRPSHWLWLRQ�ODZV�
FRQFHUQV�KDYH�EHHQ�UDLVHG�LI�WKH�LQGHSHQGHQFH�RI�WKH�FRPSHWLWLRQ�DXWKRULWLHV� LV�VXIILFLHQW
LQ�VRPH�0HPEHU�6WDWHV�

+DYLQJ�HVWDEOLVKHG� WKH�RYHUDOO� IUDPHZRUN�QHFHVVDU\� IRU� FRPSHWLWLRQ� DXWKRULWLHV�� WKH�QH[W
VWHS� LV� WR� PDNH� PDUNHWV� ZRUN� LQ� D� WUXO\� FRPSHWLWLYH� PDQQHU�� 6RPH� 0HPEHU� 6WDWHV� KDYH
KLJKOLJKWHG� WKH� LPSRUWDQFH�RI� FRPSHWLWLRQ�SROLF\�KDYLQJ� VXSSRUW� IURP�ERWK� WKH�SROLWLFDO
VSKHUH� DQG� WKH� JHQHUDO� SXEOLF�� 7KXV�� LW� PXVW� EH� PDGH� FOHDU� WKDW� DFWLRQ� DJDLQVW� VSHFLILF
EXVLQHVVHV� DQG� VHFWRUV� LV� IXQGDPHQWDOO\� MXVWLILHG� E\� WKH� ZLVK� WR� SURWHFW� FRQVXPHUV� DQG
JHQHUDWH� EHQHILWV� IRU� WKH� VRFLHW\�� ,Q� WKLV� VHQVH�� FRPSHWLWLRQ� SROLF\� VKRXOG� EH� VHHQ� DV� DQ
LPSRUWDQW�HOHPHQW�RI�WKH�RYHUDOO�FRQVXPHU�SROLF\��FI��ER[�����

7UDQVIRUPLQJ� WKH� JHQHUDO� SULQFLSOHV� RI� FRPSHWLWLRQ� OHJLVODWLRQ� LQWR� HIIHFWLYH� FRPSHWLWLRQ
UHTXLUHV��PRUHRYHU��WKDW�FRPSHWLWLRQV�DXWKRULWLHV�PRYH�WRZDUGV�DQ�DSSURDFK�FKDUDFWHULVHG
E\�WDUJHWHG�DFWLRQV�DJDLQVW�VSHFLILF�DQWL�FRPSHWLWLYH�SUDFWLFHV��7KLV�VKLIW�LQ�IRFXV�LV�FOHDUO\�RFFXUULQJ
LQ� D� QXPEHU� RI�0HPEHU� 6WDWHV� VXFK�'HQPDUN�� 6ZHGHQ� DQG� WKH� 8.�� 3UHFRQGLWLRQV� IRU
PDNLQJ� FRPSHWLWLRQ� SROLF\� HIIHFWLYH� DUH� WKH� DELOLW\� WR� GHWHFW� PDUNHWV� ZLWK� ODFN� RI
FRPSHWLWLRQ� DV� ZHOO� DV� WKH� PHDQV� DQG� VNLOOV� WR� SURYLGH� VROXWLRQV� WKDW� FDQ� LQFUHDVH
FRPSHWLWLYH�SUHVVXUHV��7KLV�� LQ� WXUQ�� UHTXLUHV� WKDW� DGHTXDWH� UHVRXUFHV� DQG� DQDO\WLFDO� VNLOOV
DUH�DYDLODEOH�WR�WKH�FRPSHWLWLRQ�DXWKRULWLHV��7R�DFKLHYH�WKH�GHVLUHG�RXWFRPH��VRPH�0HPEHU
6WDWHV� ZRXOG� SUREDEO\� KDYH� WR� LQFUHDVH� WKH� UHVRXUFHV� DOORFDWHG� WR� WKH� FRPSHWLWLRQ
DXWKRULWLHV�
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%R[����� &RQVXPHU�SROLF\�DQG�FRQVXPHU�SURWHFWLRQ
&RQVXPHU�SROLF\�DLPV�DW�VWUHQJWKHQLQJ�WKH�UROH�RI�FRQVXPHUV�ZLWK�D�YLHZ�WR�SURPRWH�KHDOWK�DQG�VDIHW\�DQG
WR�HQVXUH�WKDW�HFRQRPLF�DQG�OHJDO�LQWHUHVWV�RI�FRQVXPHUV�DUH�VDIHJXDUGHG��&RPSHWLWLYH�PDUNHWV�DUH�WKH�EHVW
JXDUDQWHH�WKDW�FRQVXPHUV�FDQ�FKRRVH�EHWZHHQ�D�ZLGH�UDQJH�RI�KLJK�TXDOLW\�JRRGV�DQG�VHUYLFHV�DW�IDLU�SULFHV�
&RPSHWLWLYH�PDUNHWV�VWLPXODWH�HIILFLHQF\�DQG�LQQRYDWLRQ�WKDW�EHQHILWV�EXVLQHVVHV�DQG�FRQVXPHUV�

*RYHUQPHQWV�KDYH�WR�SURPRWH�WKH�ULJKW�IUDPHZRUN�FRQGLWLRQV�WR�PDNH�FRPSHWLWLYH�PDUNHWV�ZRUN�HIILFLHQWO\
WKURXJK�GLIIHUHQW�PHDVXUHV��,Q�WKH�FRQVXPHU�SROLF\�DUHD��WKHVH�PHDVXUHV�FDQ�LQFOXGH�QRW�RQO\�DFWLRQV�WDNHQ
E\� SXEOLF� DXWKRULWLHV�� EXW� DOVR� E\� FRQVXPHU� RUJDQLVDWLRQV�� ,QFUHDVHG� DFFHVV� WR� UHOLDEOH� LQIRUPDWLRQ� DQG
HGXFDWLRQ�RI�FRQVXPHUV��JUHDWHU�FRRSHUDWLRQ�EHWZHHQ�0HPEHU�6WDWHV�DQG�EHWZHHQ�FRQVXPHU�RUJDQLVDWLRQV�
DQG�LPSURYHG�FRQVXPHU�ULJKWV�VHUYLFHV�DQG�UHGUHVV�SURFHGXUHV�DUH�DOO�HVVHQWLDO�PHDVXUHV�RI�FRQVXPHU�SROLFLHV
LI�DWWHPSWLQJ�WR�JXDUDQWHH�FRQVXPHU�SURWHFWLRQ�

+RZHYHU�� LI� PDUNHW� RXWFRPHV� GR� QRW� GHOLYHU� WKH� OHYHOV� RI� TXDOLW\� DQG� VDIHW\� FRQVXPHUV� GHPDQG�� PDUNHW
SHUIRUPDQFH� FDQQRW� EH� FRQVLGHUHG� VDWLVIDFWRU\�� ,W� UHTXLUHV� PRUH� VSHFLILF� SROLF\� LQWHUYHQWLRQV� WKDQ
LQIRUPDWLRQ�DQG�WUDQVSDUHQF\�WR�WDFNOH�WKLV�NLQG�RI�PDUNHW�IDLOXUH��$�KLJK�OHYHO�RI�TXDOLW\�DQG�VDIHW\�FDQ�EH
DFKLHYHG�E\�PDNLQJ�JRRGV�DQG�VHUYLFHV�VDIHU�WKURXJK�GLIIHUHQW�VWDQGDUGV��E\�D�PRUH�FRKHUHQW�DQDO\VLV�RI�ULVNV
WR�FRQVXPHUV��E\�UHLQIRUFHG�FRQVXPHU�FRQILGHQFH��DQG�E\�D�EHWWHU�HQIRUFHPHQW�DQG�UHVSRQVH�WR�HPHUJHQFLHV�

2QH�H[DPSOH�LQ�UHFHQW�\HDUV�RI�D�PDUNHW�IDLOXUH�WKDW�KDV�EHHQ�WDFNOHG�ZLWK�VSHFLDO�DFWLRQV�LV�WKH�DUHD�RI�IRRG
VDIHW\� LQ� UHVSRQVH� WR� WKH� %6(� LQFLGHQWV�� 7KH�:KLWH� 3DSHU� RQ� )RRG� 6DIHW\� DQG� WKH� HVWDEOLVKPHQW� RI� WKH
LQGHSHQGHQW� (XURSHDQ� )RRG�$XWKRULW\� VKRXOG� EH� VHHQ� LQ� WKLV� FRQWH[W�� &RUUHVSRQGLQJ� DFWLRQV� DW� QDWLRQDO
OHYHO�KDYH�DOVR�EHHQ�WDNHQ�LQ�DOO�0HPEHU�6WDWHV�

6HUYLFH�VHFWRUV�ZLWK�ORZ�DQG�UHVWULFWHG�FRPSHWLWLRQ
2QH�LPSRUWDQW�DUHD�ZKHUH�WDUJHWHG�DFWLRQ�LV�UHTXLUHG�LV�ZLWKLQ�VHUYLFH�VHFWRUV�QRW�FRYHUHG
E\� VSHFLILF� LQWHUQDO� PDUNHW� OHJLVODWLRQ�� 0RVW� 0HPEHU� 6WDWHV� WKXV� UHSRUW� WKDW� ODFN� RI
FRPSHWLWLRQ� H[LVWV� LQ� VHYHUDO� VHFWRUV�� IUHTXHQWO\� ZLWK� UHIHUHQFH� WR� SULFHV� WKDW� DUH� KLJK
UHODWLYH�WR�(8�DYHUDJHV�

0DQ\�0HPEHU�6WDWHV�PHQWLRQ�UHWDLO�WUDGH�DV�D�VHFWRU�ODFNLQJ�VXIILFLHQW�FRPSHWLWLRQ�DQG�KDYH�WDNHQ
PHDVXUHV�WR�OLEHUDOLVH� LW� IXUWKHU��,Q�,WDO\�� WKH�HIIHFWV�RI�DEROLVKLQJ�D� OLFHQVLQJ�V\VWHP�KDYH
EHHQ� VXEVWDQWLDO� DQG� D� UHVWUXFWXULQJ� SURFHVV� LV� LQ� IXOO� SURJUHVV�� $� VLPLODUO\� IXQGDPHQWDO
FKDQJH�ZLOO�WDNH�SODFH�LQ�WKH�1HWKHUODQGV�DV�WKH�%XVLQHVV�/LFHQVLQJ�$FW�ZLOO�EH�FRPSOHWHO\
DEROLVKHG�LQ�WKH�SHULRG�IURP������WR�������7KH�)UHQFK�3DUOLDPHQW�LV�FXUUHQWO\�FRQVLGHULQJ
WKH�1DWLRQDO�(FRQRPLF�5HJXODWLRQ�ELOO��ZKLFK�DPRQJ�RWKHU�WKLQJV�LQFOXGHV�EHQFKPDUNV�IRU
JRRG�EXVLQHVV�SUDFWLFHV�LQ�WKH�GLVWULEXWLRQ�VHFWRU��,Q�*HUPDQ\��UHPRYDO�RI�UHVWULFWLRQV�RQ
GLVFRXQWV�DQG�JLIWV�LV�EHLQJ�FRQVLGHUHG��QRW�OHDVW�GXH�WR�HPHUJLQJ�H�FRPPHUFH��5HVWULFWLRQV
RQ�RSHQLQJ�KRXUV�KDYH�EHHQ�UHOD[HG�LQ�'HQPDUN��)LQODQG�DQG�6SDLQ��ZKLOH�OHVV�UHVWULFWLYH
SUDFWLFHV� RQ� WKH� VL]H� DQG� ORFDWLRQ� RI� VKRSSLQJ� FHQWUHV� ZHUH� LQWURGXFHG� LQ� $XVWULD� DQG
DWWHPSWHG�,UHODQG�

3KDUPDFLHV� FRPSULVH� DQRWKHU� VHFWRU� KLJKOLJKWHG� E\� VHYHUDO� 0HPEHU� 6WDWHV�� 0LQRU� VWHSV
WRZDUGV� OLEHUDOLVDWLRQ� KDYH� EHHQ� WDNHQ� LQ�$XVWULD� DQG�'HQPDUN��ZKLOH� SUREOHPV� RI� KLJK
SKDUPDFHXWLFDO� SULFHV� DUH� GHDOW� ZLWK� WKURXJK� GLUHFW� UHJXODWLRQ� RI� SULFHV� LQ� 6SDLQ�� ZKHUH
VWURQJHU�FRPSHWLWLRQ�KDV�EHHQ�LQWURGXFHG�IRU�VRPH�RYHU�WKH�FRXQWHU�SKDUPDFHXWLFDOV��DQG
6ZHGHQ��ZKLFK�KDV�GHFLGHG�QRW�WR�RSHQ�WKH�PDUNHW� WR�FRPSHWLWLRQ�GXH�WR�FRQFHUQV�RYHU
SXEOLF�KHDOWK��<HW�DGPLQLVWUDWLYH�EDUULHUV�IRU�SDUDOOHO�LPSRUWV�RI�SKDUPDFHXWLFDOV�KDYH�EHHQ
UHGXFHG�LQ�6ZHGHQ��ZKLFK�KDV�OHG�WR�ORZHU�FRQVXPHU�SULFHV�

0HPEHU� 6WDWHV� KDYH� PHQWLRQHG� H[DPSOHV� RI� RWKHU� VHFWRUV� ZLWK� DFWXDO� RU� SRWHQWLDO� FRPSHWLWLRQ
SUREOHPV�� $PRQJ� WKRVH� PHQWLRQHG� DUH� FRQVWUXFWLRQ� DQG� FRQVWUXFWLRQ� PDWHULDOV� LQ� WKH
1RUGLF�0HPEHU�6WDWHV��ERRNV�LQ�'HQPDUN�DQG�6SDLQ��PHGLD�LQ�)LQODQG�� OLFHQVLQJ�RI�FDEV
DQG�OLTXRU�LQ�,UHODQG�DQG��ILQDOO\��LQVXUDQFH�DQG�RLO�FRPSDQLHV�LQ�,WDO\��1RW�LQ�DOO�FDVHV�KDYH
DFWLRQV�EHHQ�WDNHQ�WR�FRXQWHU�WKH�ODFN�RI�FRPSHWLWLRQ�
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)HZ�0HPEHU�6WDWHV�KDYH�H[SOLFLWO\�DGGUHVVHG�WKH�LVVXH�RI�EDUULHUV�WR�HQWU\�LQWR�EXVLQHVV�VHUYLFHV
VXFK� DV� ODZ\HUV�� DFFRXQWDQWV� HWF��� GHVSLWH� WKLV� EHLQJ� DQ� DUHD� FKDUDFWHULVHG� E\� PDQ\
UHVWULFWLRQV� DQG�E\�KDYLQJ� VRPH�SRWHQWLDO� IRU� FURVV�ERUGHU� FRPSHWLWLRQ��*HUPDQ\� LV� RQH
H[FHSWLRQ�DV�GLVFXVVLRQV�DUH�WDNLQJ�SODFH�EHWZHHQ� WKH�JRYHUQPHQW�DQG�FUDIWV�DVVRFLDWLRQV
ZLWK� WKH� SXUSRVH� RI� UHOD[LQJ� WKH� FRQGLWLRQV� XQGHU� ZKLFK� SHRSOH� DUH� DOORZHG� WR� ZRUN
LQGHSHQGHQWO\�ZLWKLQ�D�FUDIW�

$OWKRXJK� WKH� HYLGHQFH� RI� VSHFLILF� SUREOHPV� RI� FRPSHWLWLRQ� DV� SUHVHQWHG� KHUH� LV� VOLJKWO\
VFDWWHUHG�LQ�WHUPV�RI�VHFWRUV�DQG�0HPEHU�6WDWHV�FRYHUHG��WKLV� LV�PRVWO\�D�FRQVHTXHQFH�RI
FRPSHWLWLRQ� SROLF\�PRYLQJ� LQWR� D� SKDVH� RI� FRQFUHWH� DQG� WDUJHWHG� DFWLRQV� LQ� UHVSRQVH� WR
VSHFLILF� SUREOHPV� DQG� VHFWRUV�� 2YHUDOO�� WKH� LPSUHVVLRQ� LV� WKDW� 0HPEHU� 6WDWHV� DUH
LQFUHDVLQJO\� EHFRPLQJ� DZDUH� RI� WKH� QHHG� WR� GHDO� ZLWK� DQWL�FRPSHWLWLYH� SUDFWLFHV� LQ� DOO
VHFWRUV�DQG�DUH�JUDGXDOO\�SXWWLQJ�WKH�SULQFLSOHV� LQWR�SUDFWLFDO�XVH��<HW�HIIRUWV�DUH�UHTXLUHG
E\�DOO�0HPEHU�6WDWHV� WR� LGHQWLI\�DQG�DGGUHVV�WKH� ODFN�RI�FRPSHWLWLRQ� LQ�DOO� VHFWRUV�RI� WKH
HFRQRPLHV�DQG�WR�FULWLFDOO\�H[DPLQH�WKH�DQWL�FRPSHWLWLYH�LPSDFW�RI�H[LVWLQJ�UHJXODWLRQ�

,PSURYLQJ�WKH�HIILFLHQF\�DQG�TXDOLW\�RI�SXEOLF�DGPLQLVWUDWLRQV�DQG�VHUYLFHV
$Q�HIILFLHQW�SXEOLF�VHFWRU�RUJDQLVHG�WR�PHHW�WKH�QHHGV�RI�FLWL]HQV�DQG�EXVLQHVVHV�LV�D�KLJK
SULRULW\� LQ� DOO�0HPEHU� 6WDWHV�� %HVLGHV� WKH� HIIRUWV� WR� UHGXFH� UHG� WDSH� DQG� DGPLQLVWUDWLYH
EXUGHQV�� LW� LV� D� FKDOOHQJH� WR� FRQWLQXRXVO\� PDNH� VXUH� WKDW� SXEOLF� DGPLQLVWUDWLRQV� ZRUN
HIILFLHQWO\� DQG� WKDW� WKH� VHUYLFHV� SURYLGHG� E\� WKH� SXEOLF� VHFWRU� WR� FLWL]HQV� DUH� SURGXFHG
HIIHFWLYHO\�DQG�KDYH�D�KLJK�TXDOLW\��$W�WKH�VDPH�WLPH��KRZHYHU��LW�PXVW�EH�HQVXUHG�WKDW�WKH
SXEOLF�VHFWRU�GRHV�QRW�FRPSHWH�XQIDLUO\�ZLWK�SULYDWH�VHFWRU�EXVLQHVVHV�

%R[����� *RRG�SUDFWLFH��,PSURYLQJ�WKH�HIILFLHQF\�RI�SXEOLF�VHUYLFHV
6HYHUDO�0HPEHU� 6WDWHV� KDYH� LQ� WKH� ODVW� \HDUV� H[SHULPHQWHG�ZLWK�ZD\V� RI� LQWURGXFLQJ� FRPSHWLWLRQ� LQWR� WKH
SURYLVLRQ�RI�SXEOLF�VHUYLFHV��/DVW�\HDU·V�$QQXDO�5HSRUW�UHIHUUHG�LQ�WKLV�FRQWH[W�WR�SROLF\�HIIRUWV�XQGHU�ZD\�LQ
)LQODQG��WKH�1HWKHUODQGV�DQG�6ZHGHQ�

%HOJLXP�KDV�LQWURGXFHG�D�VFKHPH��´7KH�6WUDWHJLF�3ODQQLQJ�,QVWUXPHQWµ��LQ�LWV�1DWLRQDO�(PSOR\PHQW�2IILFH
ZKLFK� LV� VXSSRVHG� WR� HQKDQFH� HIILFLHQF\� RI� VHUYLFH� SURYLVLRQ� E\� LQWURGXFLQJ� JRDOV� FRQFHUQLQJ� FRVWV�� XQLW
SURGXFWLRQ� DQG� TXDOLW\� LQ� SXEOLF� DGPLQLVWUDWLRQ�� 7KH� 1DWLRQDO� (PSOR\PHQW� 2IILFH� KDV� DOVR� GHYHORSHG� D
EDODQFHG�VFRUHFDUG�PRGHO��7KHVH�LQVWUXPHQWV�DOORZ�WKH�PRQLWRULQJ�DQG�UHDGMXVWLQJ�RI�WKH�LPSOHPHQWDWLRQ�RI
NH\�DVVLJQPHQWV�DQG�RI�VWUXFWXUDO�LPSURYHPHQW�SURMHFWV�

7KH� GD\�WR�GD\� DFWLYLWLHV� RI� WKH� 2IILFH� DUH� PDQDJHG� DQG� FRQWUROOHG� RQ� WKH� EDVLV� RI� PDQDJHPHQW� FRQWURO
SDQHOV�DQG�FRVW�FDOFXODWLRQV��)RU�WKH�DOORFDWLRQ�RI�XQHPSOR\PHQW�EHQHILWV��IRU� LQVWDQFH��JRDOV� UHJDUGLQJ� WKH
WLPH�UHTXLUHG�IRU�WKH�WUHDWPHQW�RI�D�ILOH��QXPEHU�RI�FDVHV�KDQGOHG��FRUUHFWQHVV�RI�WKH�GHFLVLRQV�DQG�FRVWV�SHU
ILOH�KDYH�EHHQ�IL[HG��&RVW�GHYHORSPHQWV�DUH�PRQLWRUHG�E\�D�PRQWKO\�EXGJHW� IROORZ�XS�DQG�RSHUDWLQJ�FRVWV
DUH�NQRZQ�IRU�HDFK�FRVW�FHQWUH�DQG�IRU�HDFK�W\SH�RI�FRVW��6LJQLILFDQW� LPSURYHPHQWV�KDYH�EHHQ�REVHUYHG�LQ
WHUPV�RI�TXDOLW\�DQG�HIILFLHQF\�RI�WKH�VHUYLFHV�RIIHUHG�E\�WKH�(PSOR\PHQW�2IILFH�

(DFK� \HDU� VWUDWHJLF� JRDOV� DUH� VHW� IRU� WKH� FRPLQJ� \HDU�� 7KH� SUHSDUDWLRQ�� PRQLWRULQJ� DQG� FRDFKLQJ� RI� WKLV
SURFHVV�LV�HQVXUHG�E\�D�VSHFLDO�VWDII�GHSDUWPHQW�FRRUGLQDWLQJ�WKH�SURFHVV�LQVLGH�WKH�RIILFH�

,PSRUWDQW�LQYHVWPHQWV�KDYH�EHHQ�PDGH�WR�PDQDJH�WKH�LQIRUPDWLRQ�V\VWHP��D�GDWD�ZDUHKRXVH��ZKLFK�FRQWDLQV
WKH�GDWD�RI�WKH�GLIIHUHQW�PDQDJHPHQW�FRQWURO�SDQHOV��KDV�EHHQ�VHW�XS��$�´FRPSXWHULVHG�PDQDJHPHQW�URRPµ
KDV�EHHQ�VHW�XS�ZKLFK�UHODWHV� LQIRUPDWLRQ�RQ�UHVXOWV� WR� WKH�VRFLDO�DQG�HFRQRPLF�HQYLURQPHQW� LQ�ZKLFK� WKH
2IILFH�RSHUDWHV�

7KH�1HWKHUODQGV�KDV�LQ�SUHYLRXV�\HDUV�EHHQ�UHFRJQLVHG�IRU�KDYLQJ�D�FRPSUHKHQVLYH�DSSURDFK�WR
SXEOLF�VHFWRU�UHIRUP�LQ�WHUPV�RI�WKH�0':�SURJUDPPH��'XULQJ������PRUH�SURMHFWV�KDYH�EHHQ
ILQDOLVHG� DV� SDUW� RI� WKH� RYHUDOO� SURJUDPPH�� DQG�QHZ�RQHV� KDYH� FRPH�RQ� VWUHDP�� 6LPLODU



��

SURJUDPPHV� KDYH� PRUH� UHFHQWO\� EHHQ� LQLWLDWHG� LQ� RWKHU� 0HPEHU� 6WDWHV�� 7KH� %HOJLXP
&RSHUQLFXV�SURMHFW��WKH�*HUPDQ�´0RGHUQ�6WDWH�²�0RGHUQ�$GPLQLVWUDWLRQµ�SURMHFW�DQG�WKH
3RUWXJXHVH�3XEOLF�6HUYLFH�4XDOLW\�6\VWHP�DLP�DW�FUHDWLQJ�D�PRGHUQ�FLYLO�VHUYLFH�DQG�EHWWHU
PDQDJHPHQW��DOO�FRQVLVWLQJ�RI�VHYHUDO�VSHFLILF�SURMHFWV�

%HQFKPDUNLQJ� RI� VLPLODU� SXEOLF� HQWLWLHV� KDV� SURYHG� WR� EH� D� XVHIXO� WRRO� LQ�� H�J��� 'HQPDUN�
6ZHGHQ�DQG�WKH�8.��$SSDUHQWO\�ODUJH�GLIIHUHQFHV�LQ�WKH�FRVWV�RI�SURYLGLQJ�VLPLODU�VHUYLFHV
KDYH� EHHQ� GLVFRYHUHG� LQ� PDQ\� DUHDV� RI� WKH� SXEOLF� VHFWRU�� $V� UHJDUGV� SXEOLF� VHUYLFH
SURYLVLRQ��WKH�1HWKHUODQGV�KDV�LQ������LQWURGXFHG�DQ�H[SHULPHQW�ZLWK�YRXFKHUV�IRU�KLJKHU
SURIHVVLRQDO� HGXFDWLRQ� DQG� D� SROLF\� GRFXPHQW� RQ� WKH� SRVVLELOLWLHV� WR� LQFUHDVH� FRQVXPHU
FKRLFH� LQ�KHDOWKFDUH�KDV�EHHQ�SUHSDUHG��3RUWXJDO� LV�SUHSDULQJ�D� UHIRUP�RI� WKH�KHDOWK�FDUH
V\VWHP�ZKLFK�ZLOO�UHRUJDQLVH�PDQDJHPHQW�V\VWHPV�

7R�PDNH� FRPSHWLWLRQ� HIIHFWLYH� LQ� DOO�PDUNHWV� WKH� SXEOLF� DQG� WKH� SULYDWH� VHFWRU�PXVW� FRPSHWH� RQ
HTXDO� WHUPV��7KH�1HWKHUODQGV�SODQV�D� ODZ� LQ������ WKDW�ZLOO�FODULI\�KRZ�WKH�SXEOLF� VHFWRU� LV
DOORZHG�WR�FRPSHWH�ZLWK�SULYDWH�FRPSDQLHV��DQG�WKH�6ZHGLVK�&RXQFLO�RI�&RPSHWLWLRQ�RQ
(TXDO�7HUPV�EHWZHHQ�WKH�3ULYDWH�DQG�3XEOLF�6HFWRU�SUHVHQWHG�D�UHSRUW�LQ������

1HWZRUN�LQGXVWULHV�DQG�SULYDWLVDWLRQ

/LEHUDOLVDWLRQ�RI�WHOHFRPPXQLFDWLRQV
$PRQJ� WKH�QHWZRUN� LQGXVWULHV��PRVW�SURJUHVV�KDV�EHHQ� DFKLHYHG� LQ� WHOHFRPPXQLFDWLRQV�
&RPSHWLWLRQ�LV�JUDGXDOO\�EHFRPLQJ�VWURQJHU�DQG�SULFHV�KDYH�GHFUHDVHG�VXEVWDQWLDOO\�LQ�PRVW
0HPEHU� 6WDWHV�� FI�� ILJXUH� ���D��:KLOH� WHFKQRORJLFDO� GHYHORSPHQWV� KDYH� FRQWULEXWHG� WR� WKH
UHGXFWLRQ�LQ�SULFHV��HPSLULFDO�DQDO\VHV�VXJJHVW�WKDW�PXFK�RI�WKH�LPSURYHG�SHUIRUPDQFH�FDQ
EH� DWWULEXWHG� WR� WKH� RSHQLQJ� RI� PDUNHWV�� 7KH� IDOO� LQ� WKH� FRVWV� RI� WHOHFRPPXQLFDWLRQ
EHWZHHQ������DQG������KDV�EHHQ�PRVW�SURQRXQFHG� LQ�0HPEHU�6WDWHV�ZKHUH�WKH�FRVWV� LQ
�����ZHUH� UHODWLYHO\�KLJK�GXH� WR�SDUWLDOO\� D� ODWH� LQWURGXFWLRQ�RI� FRPSHWLWLRQ��%\�FRQWUDVW�
FRVWV�ZHUH�DOUHDG\�ORZ�LQ������LQ�FRXQWULHV�VXFK�DV�)LQODQG�DQG�6ZHGHQ�WKDW�ZHUH�DPRQJ
WKH�IURQWUXQQHUV�DQG�RSHQHG�WHOHFRPPXQLFDWLRQV�PDUNHWV�LQ�WKH�HDUO\�����V��7KLV��DW�OHDVW
SDUWO\�� H[SODLQV�ZK\� VRPH�FRVW� LQFUHDVHV� FDQ�EH�REVHUYHG� LQ� WKHVH�FRXQWULHV� LQ� WKH� ODWWHU
SDUW�RI�WKH�����V�

)LJXUH����D��7HOHFRPV�SULFHV����������� )LJXUH����E��(OHFWULFLW\�SULFHV�����������
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1RWH� 7KH�KRUL]RQWDO�D[LV�VKRZV�DQQXDO�FRVWV�LQFO��
9$7�IRU�PHGLXP�LQWHQVLW\�UHVLGHQWLDO�XVHU�LQ
333�HXURV�LQ�������DQG�YHUWLFDO�D[LV�WKH�UHDO
FKDQJH�LQ�WKHVH�FRVWV�EHWZHHQ�����������

1RWH� &KDQJH�LQ�QRPLQDO�QDWLRQDO�FXUUHQF\�SULFH�
RI�RQH�N:K�IRU�LQGXVWULDO�XVHU�ZLWK�DQQXDO�
FRQVXPSWLRQ�OHVV�WKDQ��������N:K�

6RXUFH� 7HOLJHQ��5HSRUW�RQ�WHOHFRPV�WDULII�DQDO\VLV�
XVLQJ�EDVNHW�PHWKRGRORJLHV�IRU�WKH�\HDUV�
�����������2FWREHU������

6RXUFH� &RPPLVVLRQ�6HUYLFHV�



��

%HVLGHV� WKH� UHGXFWLRQ� LQ� SULFHV�� RWKHU� EHQHILWV� KDYH� DOVR� EHHQ� DFKLHYHG�� 7KXV�
WHOHFRPPXQLFDWLRQV� FRPSDQLHV� RIIHU� D� ZLGHU� UDQJH� RI� SURGXFWV�� VXLWLQJ� WKH� QHHGV� RI
GLIIHUHQW� SRSXODWLRQ� JURXSV� DQG� EXVLQHVVHV�� DQG� LQFUHDVHV� LQ� WKH� SHUFHLYHG� TXDOLW\� RI
VHUYLFHV�KDV�EHHQ�UHSRUWHG�LQ�FRXQWULHV�VXFK�DV�)UDQFH��,WDO\��6SDLQ�DQG�WKH�8.��7KLV�KDV
EHHQ� DFKLHYHG� ZLWKRXW� FRPSURPLVLQJ� SXEOLF� VHUYLFH� REOLJDWLRQV�� FI�� ER[� ����� 7KH
LPSURYHPHQWV�LQ�WHUPV�RI�SULFHV��WKH�YDULHW\�RI�SURGXFWV�RQ�RIIHU�DQG�WKH�TXDOLW\�RI�WKHVH
VHUYLFHV�DUH�FUXFLDO� IRU� WKH� VPRRWK�DQG� IDVW� WUDQVLWLRQ� WR� WKH�NQRZOHGJH�EDVHG� VRFLHW\�� FI�
VHFWLRQ����� DQG�DQQH[� ,,,��<HW� VRPH�0HPEHU�6WDWHV� VWLOO�KDYH� VRPH�ZD\� WR�JR�EHIRUH� WKHVH
EHQHILWV�FDQ�IXOO\�PDWHULDOLVH�

%R[����� 0DLQWDLQLQJ�XQLYHUVDO�VHUYLFH�REOLJDWLRQV��862�

:KDW�LV�862"
:KHQ�DQ�HFRQRPLF�UHIRUP�LV�LPSOHPHQWHG�LW�LV�LPSRUWDQW�WR�WDNH�LQWR�FRQVLGHUDWLRQ�WKH�SURYLVLRQ�RI�VHUYLFHV
RI�XQLYHUVDO�QHHG�VXFK�DV�WUDQVSRUW��HOHFWULFLW\��JDV��WHOHFRPPXQLFDWLRQ�DQG�SRVWDO�VHUYLFHV��7KHVH�VHUYLFHV�DUH
MXGJHG� WR� EH� HVVHQWLDO� IRU� WKH� IXQFWLRQLQJ� RI� PRGHUQ� VRFLHW\� DQG� VKRXOG� EH� DYDLODEOH� WR� DOO� FLWL]HQV� DW
UHDVRQDEOH� SULFHV� WR� PHHW� WKH� REMHFWLYHV� RI� XQLYHUVDO� DFFHVV�� GHVSLWH� GLIIHUHQFHV� LQ� FRVWV� RI� VXSSO\�
+LVWRULFDOO\��XQLYHUVDO�VHUYLFH�REOLJDWLRQV�KDYH�EHHQ�SURYLGHG�E\�SXEOLF�PRQRSROLHV�XVLQJ�FURVV�VXEVLGLHV��)RU
IXUWKHU�LQIRUPDWLRQ�RQ�862��VHH�DQQH[���

0DLQWDLQLQJ�862�LQ�WHOHFRPPXQLFDWLRQV
:KHQ�D�PDUNHW�LV�RSHQHG�WR�FRPSHWLWLRQ��VHUYLFHV�RI�SXEOLF�LQWHUHVW�VWLOO�QHHG�WR�EH�ILQDQFHG��7KH�&RPPLV�
VLRQ� SHUPLWV� FRVW�VKDULQJ� DUUDQJHPHQWV� WR� ILQDQFH� 862� LQ� FRPSHWLWLYH� PDUNHWV�� +RZHYHU�� QLQH� 0HPEHU
6WDWHV�VWDWH�WKDW�WKH�FRVWV�RI�862�GR�QRW�FRQVWLWXWH�DQ�XQIDLU�EXUGHQ�RQ�WKH�GRPLQDQW�VXSSOLHU�DQG�WKDW�WKH
FRVWV�RI�HVWDEOLVKLQJ�D� IXQG�DUH�QRW� MXVWLILHG��7KHUHIRUH� WKH�FRVWV�RI�862�ZLOO�EH�PHW�E\� WKH� LQFXPEHQW� LQ
PRVW�0HPEHU�6WDWHV�DQG�WKH�IXQGV�HVWDEOLVKHG�LQ�VRPH�FRXQWULHV�DUH�RQO\�WHPSRUDU\�DQG�ZLOO�EH�SKDVHG�RXW�
([DPSOHV�RI�862�UHTXLUHPHQWV�DQG�IXQGLQJ�PHFKDQLVPV�DUH�SURYLGHG�LQ�WKH�WDEOH�

5HTXLUHPHQW )XQGLQJ�PHFKDQLVP
'HQPDUN ,I�SURYHQ�WKDW�D�GHILFLW�H[LVWV�LQ�WKH�SUR�

YLVLRQ�RI�862��WKH�UHJXODWRU�ZLOO�FROOHFW
D�FRQWULEXWLRQ�IURP�IL[HG�WHOHSKRQ\
VHUYLFH�SURYLGHUV�EDVHG�RQ�WXUQRYHU

)LQODQG 'RPLQDQW�RSHUDWRU�PXVW�VHUYH�DOO
FXVWRPHUV�LQ�WKHLU�WHUULWRU\

7KH�LQFXPEHQW�PXVW�PHHW�DOO�XQLYHUVDO
VHUYLFH�FRVWV

)UDQFH 2EOLJDWLRQ�RI�RYHUDOO�JHRJUDSKLF�VXSSO\�
SKRQH�ERRNV��SXEOLF�SKRQHV�DQG�ORZHU
SULFHV�IRU�SRRU�KRXVHKROGV

7ZR�PHFKDQLVPV�ZHUH�HVWDEOLVKHG�LQ
������D�PHFKDQLVP�RI�LQWHUFRQQHFWLRQ
FKDUJHV��VXSSUHVVHG�DW�WKH�HQG�RI������
DQG�D�QDWLRQDO�XQLYHUVDO�VHUYLFH�IXQG�WR
ZKLFK�LV�RSHUDWRU�FRQWULEXWHV�RQ�WKH
EDVLV�RI�LWV�WUDIILF�YROXPH��WKLV
PHFKDQLVP�LV�VWLOO�RSHUDWLQJ�

6SDLQ 2EOLJDWLRQ�RI�RYHUDOO�JHRJUDSKLF�VXSSO\
DQG�SKRQH�ERRNV�

7HOHIRQLFD�KDV�EHHQ�GHVLJQDWHG�WKH
GRPLQDQW�RSHUDWRU�DQG�LV�UHTXLUHG�WR
SURYLGH�XQLYHUVDO�VHUYLFHV�XQWLO�WKH�HQG
RI�����

6ZHGHQ 7HOLD�LV�REOLJHG�WR�SURYLGH�WHOHSKRQH
VHUYLFHV�EHWZHHQ�IL[HG�SRLQWV�WR�DOO
UHJDUGOHVV�RI�ZKHUH�WKH\�OLYH�DW�DQ
DIIRUGDEOH�SULFH

7KH�LQFXPEHQW�PXVW�PHHW�DOO�XQLYHUVDO
VHUYLFH�FRVWV

8QLWHG�.LQJGRP $�FRQQHFWLRQ�WR�WKH�IL[HG�QHWZRUN�DEOH
WR�VXSSRUW�YRLFH�WHOHSKRQH�DQG�ORZ
VSHHG�GDWD�DQG�ID[�WUDQVPLVVLRQ��WKH
RSWLRQ�RI�D�PRUH�UHVWULFWHG�VHUYLFH
SDFNDJH�DW�ORZ�FRVW�DQG�UHDVRQDEOH
JHRJUDSKLF�DFFHVV�WR�SXEOLF�FDOO�ER[HV
DFURVV�WKH�8.�DW�DIIRUGDEOH�SULFHV�

%ULWLVK�7HOHFRP�LV�UHVSRQVLEOH�IRU�WKH
SURYLVLRQ�RI�862�EXW�WKH�FRVW�RI�WKH
862�LV�QRW�UH�LPEXUVHG��.LQJVWRQ
7HOHFRP�LV�DOVR�UHVSRQVLEOH�IRU�WKH
SURYLVLRQ�RI�XQLYHUVDO�VHUYLFH�

6RXUFH��2(&'��7KH�LPSOHPHQWDWLRQ�DQG�HIIHFWV�RI�UHJXODWRU\�UHIRUP��3DVW�H[SHULHQFH�DQG�FXUUHQW�LVVXHV�������
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,Q�-DQXDU\�������*UHHFH�EHFDPH�WKH�ODVW�0HPEHU�6WDWH�WR�OLEHUDOLVH�IL[HG�OLQH�WHOHSKRQ\�DV�(8
GLUHFWLYHV� KDYH� EHHQ� WUDQVSRVHG� LQ� D� UHFHQWO\� UDWLILHG� ODZ� WKDW� SURYLGHV� IRU� WKH� IXOO
OLEHUDOLVDWLRQ� RI� WHOHFRPPXQLFDWLRQV� PDUNHWV�� 3RUWXJDO� KDV� DOVR� OLEHUDOLVHG� IL[HG�OLQH
WHOHSKRQ\�GXULQJ�WKH�ODVW�\HDU��0RVW�RI�WKH�RWKHU�0HPEHU�6WDWHV�KDYH�SDVVHG�PHDVXUHV�WR
VWUHQJWKHQ� FRPSHWLWLRQ� LQ� ������ 3UH�VHOHFWLRQ� DQG� QXPEHU� SRUWDELOLW\�� ZKLFK� PDNH
VZLWFKLQJ�SKRQH�FRPSDQ\�HDVLHU�DQG�WKXV�LQFUHDVH�FRPSHWLWLYH�SUHVVXUHV��ZHUH�IRU�LQVWDQFH
LQWURGXFHG�LQ�%HOJLXP��/X[HPERXUJ�DQG�6SDLQ�

0XFK�HIIRUW�KDV�EHHQ�SXW�LQWR�RSHQLQJ�WKH�ORFDO�ORRS�WR�FRPSHWLWLRQ��7KLUG�SDUW\�DFFHVV�WR�WKH
ORFDO� ORRS� ZDV� LPSOHPHQWHG� LQ�%HOJLXP�� )UDQFH� DQG� 6SDLQ� LQ� -DQXDU\� ������ DQG� KDV� EHHQ
SUHSDUHG�LQ�,UHODQG�GXULQJ�������,Q�)UDQFH� OLFHQFHV�IRU� ORFDO� ORRS�DFFHVV�ZHUH�JUDQWHG�WR
WZR�QDWLRQDO�RSHUDWRUV�DQG�WZR�DGGLWLRQDO�RSHUDWRUV�LQ�HDFK�RI�WKH�UHJLRQV�LQ�������,WDO\�LV
WHVWLQJ�KRZ�WR�LPSOHPHQW�XQEXQGOLQJ�RI�WKH�ORFDO�ORRS�LQ�WKUHH�PDMRU�FLWLHV�DQG�EDVHG�RQ
H[SHULHQFH�XQEXQGOLQJ�ZLOO�EH�LQWURGXFHG�QDWLRQ�ZLGH��DV�LW�ZDV�GRQH�LQ�/X[HPERXUJ�DQG
WKH�8.�GXULQJ�������LQ�%HOJLXP�LQ�HDUO\������DQG�SUHYLRXVO\�LQ�RWKHU�0HPEHU�6WDWHV�

,UHODQG� KDV�PDGH� DQG�$XVWULD� LV� SODQQLQJ�PDMRU� UHYLVLRQV� RI� WKH� WHOHFRPPXQLFDWLRQ� ODZ�� ZKLOH
VSHFLILF�DPHQGPHQWV�WR�WKH�H[LVWLQJ�IUDPHZRUN�KDYH�EHHQ�PDGH�LQ������E\�VRPH�0HPEHU
6WDWHV��)LQODQG�FKDQJHG�WKH�UHJXODWLRQ�RI�WDULIIV�IRU�UHQWLQJ�IL[HG�OLQHV��6SDLQ�LV�LQWURGXFLQJ
WRXJKHU� DFFRXQWLQJ� VWDQGDUGV� IRU� WKH� GRPLQDQW� RSHUDWRU� WR�PDNH� DFFHVV� FKDUJHV� UHIOHFW
FRVWV�EHWWHU��DQG�D�SULFH�FDS�KDV�EHHQ�LPSOHPHQWHG�IRU�WHOHVHUYLFHV�DQG�WKH�OHDVLQJ�RI�IL[HG
OLQHV��6ZHGHQ�LV�FRQVLGHULQJ�PHDVXUHV�WR�HQIRUFH�WKLUG�SDUW\�DFFHVV�WR�IL[HG�OLQHV�

,Q�PRELOH� WHOHFRPPXQLFDWLRQV�� 6SDLQ� KDV� HQIRUFHG� DFFRXQWLQJ� VHSDUDWLRQ� IRU� LQWHUFRQQHFWLRQ
FKDUJHV�IRU�WKH�WZR�GRPLQDQW�RSHUDWRUV��DQG�6ZHGHQ�KDV�HVWDEOLVKHG�WKDW�H[FHVV�FDSDFLW\�LQ
WKH�PRELOH�QHWZRUNV�PXVW�EH�RIIHUHG� WR� FRPSHWLWRUV��7KH�1HWKHUODQGV� KDV� LQWURGXFHG� D
UDQJH� RI� PHDVXUHV� WR� FRXQWHU� WKH� DSSDUHQW� ODFN� RI� FRPSHWLWLRQ� LQ� FDEOH� QHWZRUNV�� DQG
,UHODQG�KDV�HQVXUHG�HDVLHU�DFFHVV�IRU�GRPHVWLF�RSHUDWRUV�WR�VDWHOOLWH�FDSDFLW\�

$OWKRXJK�WKH�EHQHILFLDO�HIIHFWV�RI�FRPSHWLWLRQ�DUH�DOUHDG\�FOHDU��DGGLWLRQDO� LPSHWXV�WR�WKH
SURFHVV�RI�SULFH�UHGXFWLRQV�DQG�QHZ�VHUYLFHV�LV�H[SHFWHG�WR�FRPH�IURP�WKH�QH[W�JHQHUDWLRQV�RI
PRELOH� WHOHFRPPXQLFDWLRQV�� 3UREDEO\� WKH� PRVW� QRWDEOH� GHYHORSPHQW� LQ� WHOHFRPPXQLFDWLRQV
PDUNHWV� LQ� �����ZDV� WKH� DXFWLRQV� KHOG� RYHU� �UG� JHQHUDWLRQ��8076��PRELOH� OLFHQFHV��1RW
OHDVW�EHFDXVH�RI�WKH�VXEVWDQWLDO�UHYHQXHV�WKDW�ZHUH�DSSURSULDWHG�LQ�WKH�8.��*HUPDQ\�DQG
WR�D�VPDOOHU�H[WHQW�LQ�$XVWULD��%HOJLXP��,WDO\�DQG�WKH�1HWKHUODQGV��'HQPDUN�DQG�*UHHFH�DUH
SODQQLQJ�DXFWLRQV�IRU�������)LQODQG��)UDQFH��,UHODQG��6SDLQ�DQG�6ZHGHQ�GHFLGHG�WR�DZDUG
WKH�8076� OLFHQFHV� WKURXJK� D� EHDXW\� FRQWHVW�� LQ� VRPH� LQVWDQFHV� FRPELQHG� ZLWK� D� IL[HG
SD\PHQW�� )L[HG�:LUHOHVV� $FFHVV� �):$�� OLFHQVHV� KDYH� RU� ZLOO� DOVR� EH� DZDUGHG� LQ� PRVW
0HPEHU�6WDWHV��ZKLFK�ZLOO�SURYLGH�DQ�DOWHUQDWLYH�WR�KLJK�VSHHG�IL[HG�ZLUH�LQWHUQHW�DFFHVV�

,W� LV� LPSRUWDQW� WR� HQVXUH� WKH� HIIHFWLYH� DOORFDWLRQ� RI� D� VFDUFH� UHVRXUFH� VXFK� DV� UDGLR
VSHFWUXP�� $OWKRXJK� GLIIHUHQW� FRXQWULHV� KDYH� DGRSWHG� GLIIHUHQW� PHFKDQLVPV� ²� VXFK� DV
DXFWLRQV� DQG� EHDXW\� FRQWHVWV� ²� RYHUDOO� WKH� DLP� LV� WKH� VDPH�� 7R� HQVXUH� WKH� FRQWLQXLQJ
GHYHORSPHQW� RI� D� YLEUDQW� DQG� LQQRYDWLYH� WHOHFRPPXQLFDWLRQV� VHFWRU�� GHOLYHULQJ� FKRLFH�
TXDOLW\�DQG�YDOXH�IRU�PRQH\�WR�WKH�FRQVXPHU�

2SHQLQJ�RI�HQHUJ\�PDUNHWV
7KH�RSHQLQJ�RI�HOHFWULFLW\�DQG�QDWXUDO�JDV�PDUNHWV�FRQWLQXHV�DFFRUGLQJ�WR�WKH�LPSHWXV�SURYLGHG
E\�WKH�(8�GLUHFWLYHV��2YHUDOO��SURJUHVV�LV�PXFK�IDVWHU�LQ�HOHFWULFLW\�WKDQ�LQ�JDV��DQG�SDUWO\
WKHUHIRUH�SULFH�GHYHORSPHQWV�KDYH�EHHQ�IDU�PRUH�IDYRXUDEOH�IRU�HOHFWULFLW\��FI��ILJXUH����E�
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$V� D� FRQVHTXHQFH� RI� WKH� RSHQLQJ� RI�PDUNHWV�� WKH� HQHUJ\� VHFWRU� LV� EHLQJ� UHVWUXFWXUHG� DV
FRPSDQLHV� VHHN� WR� REWDLQ� DVVHWV� LQ� DOO� SDUWV� RI� WKH� YDOXH� FKDLQ� LQ� HQHUJ\� SURGXFWLRQ�� WR
HQVXUH� WKH� DELOLW\� WR� RIIHU� FXVWRPHUV� D� UDQJH� RI� HQHUJ\� SURGXFWV�� DQG� WR� VHFXUH� DVVHWV
DEURDG� WR� FRXQWHU� WKH� ORVV� RQ� GRPHVWLF� PDUNHWV� WKDW� IRUPHU� QDWLRQDO� PRQRSROLHV
QHFHVVDULO\�PXVW� H[SHFW��$V� HQHUJ\� ILUPV� DUH� LQFUHDVLQJO\� GLYHUVLI\LQJ� WKHLU� DFWLYLWLHV�� WKH
FKDOOHQJHV�RI�JRYHUQPHQW�UHJXODWLRQ�DQG�UHJXODWRUV�FKDQJH��,Q�VRPH�0HPEHU�6WDWHV�VXFK
DV�'HQPDUN��*UHHFH��,UHODQG��/X[HPERXUJ��6SDLQ�DQG�WKH�8.��WKLV�KDV�OHG�WR�GHFLVLRQV�RQ
WKH�HVWDEOLVKPHQW�RI�RU�SODQV�WR�HVWDEOLVK�XQLILHG�HQHUJ\�UHJXODWRU�ZLWKLQ�WKH�ODVW�WZR�\HDUV��,Q�RWKHU
0HPEHU� 6WDWHV� VHSDUDWH� UHJXODWRUV� DUH� PDLQWDLQHG� LQ� HQHUJ\� PDUNHWV�� 7KXV�� LQGHSHQGHQW
HOHFWULFLW\�UHJXODWRUV�ZHUH�VHW�XS�LQ������LQ�$XVWULD�DQG�)UDQFH�

7KH� HOHFWULFLW\� GLUHFWLYH� ZDV� ILQDOO\� WUDQVSRVHG� LQ� )UDQFH� DQG� /X[HPERXUJ� LQ� ������ ZKLOH
*UHHFH�LV�H[SHFWLQJ�QDWLRQDO�OHJLVODWLRQ�WR�EHFRPH�LQ�OLQH�ZLWK�WKH�GLUHFWLYH�LQ�������,UHODQG
LV�SUHSDULQJ�VHFRQGDU\�OHJLVODWLRQ�WR�HQVXUH�WKH�SURSHU�WUDQVSRVLWLRQ�RI�WKH�GLUHFWLYH�

+RZHYHU��DOPRVW�DOO�0HPEHU�6WDWHV�DUH�RSHQLQJ�HOHFWULFLW\�PDUNHWV�IDVWHU�DQG�PRUH�YLJRURXVO\� WKDQ
UHTXLUHG�E\�WKH�GLUHFWLYH��7KH�PDUNHW�LV�DOUHDG\�FRPSOHWHO\�OLEHUDOLVHG�LQ�)LQODQG��*HUPDQ\�
6ZHGHQ� DQG� WKH� 8.�� DQG� $XVWULD� ZLOO� IROORZ� LQ� 2FWREHU� ������ 6HYHUDO� 0HPEHU� 6WDWHV
GHFLGHG� LQ� ����� WR� VSHHG� XS� WKH� OLEHUDOLVDWLRQ� SURFHVV�� DQG�PRVW� H[SHFW� IXOO\� OLEHUDOLVHG
HOHFWULFLW\�PDUNHWV�E\���������

([SHULHQFHV�IURP�WKH�IURQWUXQQHUV��LQ�SDUWLFXODU�6ZHGHQ�DQG�WKH�8.��VKRZ�WKDW�DGGLWLRQDO
PHDVXUHV�PD\� EH� UHTXLUHG� WR� HQVXUH� WKDW�PDUNHWV� DUH� DFWXDOO\� FRPSHWLWLYH��0RUHRYHU�� LI
WKHVH� PHDVXUHV� DUH� LPSOHPHQWHG� VXFK� DV� WKH� UHPRYDO� RI� UHTXLUHPHQWV� RI� H[SHQVLYH
PHWHULQJ� HTXLSPHQW� LQ� 6ZHGHQ�� WKH� LPSDFW� RQ� FRPSHWLWLRQ� SDUWLFXODUO\� LQ� WKH� VPDOO
FXVWRPHU�VHJPHQW�RI�WKH�PDUNHW�FDQ�EH�VLJQLILFDQW�

)LQODQG�KDV�GHFLGHG�WR�WLJKWHQ�WKH�UHTXLUHPHQWV�IRU�XQEXQGOLQJ�RI�PRQRSRO\�DQG�PDUNHW�DFWLYLWLHV
RI�WKH�HOHFWULFLW\�FRPSDQLHV��DQG�$XVWULD�KDV�DV�D�JRDO�WR�SURFHHG�LQ�WKH�VDPH�GLUHFWLRQ�LQ
������(OHFWULFLW\�SRROV�KDYH� LQ� ����� EHHQ� HVWDEOLVKHG� LQ�*HUPDQ\� DQG� ,UHODQG�� DQG� ,WDO\
H[SHFWV�RQH�WR�FRPH�RQ�VWUHDP�LQ�������7KH�8.�ZLOO�EH�LQWURGXFLQJ�D�QHZ�DUUDQJHPHQW�IRU
ZKROHVDOH�HOHFWULFLW\� WUDGH��ZKLFK� LV�H[SHFWHG�WR�HQKDQFH�FRPSHWLWLYH�SUHVVXUHV�DQG� ORZHU
SULFHV�� )LQODQG�ZLOO� LQWURGXFH� D� QHZ� ODZ� WR� DYRLG� WKH� QHHG� IRU� LQVWDOODWLRQ� RI� H[SHQVLYH
PHWHULQJ�HTXLSPHQW��ZKLFK�PD\�RWKHUZLVH�PDNH�LW�SURKLELWLYH�H[SHQVLYH�WR�VZLWFK�VXSSOLHU�

6RPH�0HPEHU�6WDWHV�PHQWLRQ�RQH�RI�WKH�FKDOOHQJHV�IDFLQJ�HOHFWULFLW\�PDUNHWV��DQG�WKDW� LV
WKH�QHHG�WR�GHYHORS�UHQHZDEOH�HOHFWULFLW\�SURGXFWLRQ�LQ�WKH�OLJKW�RI�WKH�.\RWR�WDUJHWV��7RGD\��PDQ\
RI� WKH�DYDLODEOH� WHFKQRORJLHV� FDQQRW�FRPSHWH�ZLWK� FRQYHQWLRQDO� HOHFWULFLW\�SURGXFWLRQ��$
FRPPRQ� IUDPHZRUN� IRU� HQHUJ\� WD[DWLRQ� ZLWKLQ� WKH� (8� FRXOG� VXSSRUW� WKH� XVH� RI
HQYLURQPHQWDO�IULHQGO\� HQHUJ\� SURGXFWLRQ�� EXW� XQWLO� WD[DWLRQ� RI� SROOXWLQJ� SURGXFWLRQ� LV
UDLVHG�WR�WKH�SHUFHLYHG�FRVWV�RI�WKH�H[WHUQDOLWLHV��LW�PD\�EH�QHFHVVDU\�WR�SURPRWH�UHQHZDEOH
WHFKQRORJLHV�E\�RWKHU�PHDQV��,W�LV��KRZHYHU��LPSRUWDQW�WKDW�WKHVH�PHDQV�FRQIRUP�DV�PXFK
DV�SRVVLEOH�WR�WKH�FRPSHWLWLYH�HOHFWULFLW\�PDUNHWV�WKDW�DUH�QRZ�EHLQJ�FUHDWHG�LQ�(XURSH�

:KHUHDV� WKH� GHYHORSPHQW� RI� UHQHZDEOH� HQHUJ\� SURGXFWLRQ� PRVW� IUHTXHQWO\� KDV� EHHQ
SURPRWHG�WKURXJK�UHJXODWLRQ��RQH�HIIHFW�RI� WKH�RSHQLQJ�RI�HOHFWULFLW\�PDUNHWV�KDV�� LQ�H�J�
)LQODQG��*HUPDQ\�DQG�6ZHGHQ��EHHQ�WKDW�VRPH�FRPSDQLHV�KDYH�RIIHUHG�´JUHHQµ�HOHFWULFLW\
WR� WKHLU� FXVWRPHUV� ZKR� QRZ� IDFH� GLIIHUHQWLDWHG� HOHFWULFLW\� SURGXFWV�� $QRWKHU� EHQHILW� IRU
FRQVXPHUV�DQG�EXVLQHVVHV�RI�WKH�RSHQLQJ�RI�HQHUJ\�PDUNHWV�LV�WKDW�WKH\�FDQ�QRZ�LQ�VRPH
0HPEHU� 6WDWHV� EX\� D� UDQJH� RI� HQHUJ\� SURGXFWV�� LQFOXGLQJ� HQHUJ\� PDQDJHPHQW� VHUYLFHV�
IURP�WKH�VDPH�VXSSOLHU�



��

$XJXVW������ZDV�WKH�GHDGOLQH�IRU�WKH�EHJLQQLQJ�RI�WKH�JUDGXDO�RSHQLQJ�RI�QDWXUDO�JDV�PDUNHWV�
0RVW�0HPEHU�6WDWHV�PHW� WKH�GHDGOLQH�� EXW�)UDQFH��*HUPDQ\��/X[HPERXUJ� DQG�3RUWXJDO
ZHUH� VXEPLWWHG� WR� DQ� LQIULQJHPHQW� SURFHGXUH�� <HW� *HUPDQ\� DQG� )UDQFH� H[SHFWV� WKH
GLUHFWLYH�WR�EH�WUDQVSRVHG�LQ�WKH�ILUVW�KDOI�RI�������OHDGLQJ�LQ�*HUPDQ\�WR�D�IXOO\�OLEHUDOLVHG
PDUNHW��)XOO�OLEHUDOLVDWLRQ�EHIRUH������LV�DOVR�SODQQHG�LQ�$XVWULD��,WDO\�DQG�6SDLQ��ZKLFK�ZLOO
WKHQ� MRLQ� WKH� 8.� ZKHUH� WKH� JDV� PDUNHW� KDV� EHHQ� IXOO\� RSHQHG� IRU� VHYHUDO� \HDUV� DQG
*HUPDQ\�� 7KH� 1HWKHUODQGV� DOVR� H[SHFWV� D� UHODWLYHO\� IDVW� IXOO� RSHQLQJ�� EXW� WKLV� LV� PDGH
FRQGLWLRQDO�RQ�GHYHORSPHQWV�LQ�WKH�QHLJKERXULQJ�FRXQWULHV��$OWKRXJK�PRVW�0HPEHU�6WDWHV
WKXV�KDYH�DGRSWHG�IDVWHU�PDUNHW�RSHQLQJ�WKDQ�UHTXLUHG�E\�WKH�GLUHFWLYH��WKH�VSHHG�LV�RYHUDOO
FRQVLGHUDEO\�VORZHU�WKDQ�LQ�HOHFWULFLW\�PDUNHWV�

,WDO\� DQG� 6SDLQ� KDYH� LQ� DGGLWLRQ� WR� WKH� PHDVXUHV� DOUHDG\� RXWOLQHG� GHFLGHG� WR� UHVWULFW� WKH
DFWLYLWLHV�RI�LQFXPEHQWV��,WDO\�KDV�LQWURGXFHG�OLPLWV�RQ�WKH�PD[LPXP�PDUNHW�VKDUH�RI�LQGLYLGXDO
FRPSDQLHV� LQ� HOHFWULFLW\� DQG� QDWXUDO� JDV�� ZKLFK� KDV� IRUFHG� WKH� LQFXPEHQW� HOHFWULFLW\
JHQHUDWRUV�WR�VHOO�JHQHUDWLQJ�FDSDFLW\�WR�FRPSHWLWRUV��/LPLWV�RQ�JDV�PDUNHW�VKDUH�KDYH�DOVR
EHHQ� LQWURGXFHG� LQ� 6SDLQ� ZKLFK� KDV� DOVR� LPSRVHG� H[SDQVLRQDU\� OLPLWV� RQ� WKH� PDLQ
RSHUDWRUV� LQ� HOHFWULFLW\� DQG� OLTXLG� K\GURFDUERQV�� 0RUHRYHU�� 6SDLQ� KDV� LQWURGXFHG
UHVWULFWLRQV�RQ�FURVV�RZQHUVKLS� LQ� WKH�PDLQ�RSHUDWRUV�RI� WKH� OLEHUDOLVHG� LQGXVWULHV�� FI�� ER[
�����7KHVH� DUH� WKRURXJK�PHDVXUHV� WKDW� DUH� OLNHO\� WR� EH� HIIHFWLYH� LQ� ORRVHQLQJ� WKH� JULS� RI
LQFXPEHQWV�RQ�GRPHVWLF�PDUNHWV��DQG�FDQ�SRVVLEO\�VHUYH�DV�DQ�LQVSLUDWLRQ�

%R[����� *RRG�SUDFWLFH��(QVXULQJ�FRPSHWLWLRQ�LQ�QHWZRUN�LQGXVWULHV
6LQFH�PDQ\�QHWZRUN�LQGXVWULHV�DUH�UDWKHU�FRQFHQWUDWHG�DQG�UHTXLUH�ODUJH�LQYHVWPHQWV��HQVXULQJ�FRPSHWLWLRQ�LQ
WKHVH� PDUNHWV� LV� D� NH\� FKDOOHQJH�� 7KHUHIRUH�� OLEHUDOLVDWLRQ� SHU� VH� LV� QRW� HQRXJK� DQG� IXUWKHU� PHDVXUHV� DUH
QHHGHG�

6LQFH� ������ D� VLJQLILFDQW� OLEHUDOLVDWLRQ� RI� QHWZRUN� LQGXVWULHV� KDV� WDNHQ� SODFH� LQ� 6SDLQ�� 7KH� JRYHUQPHQW
DGRSWHG�DSSURSULDWH�OHJLVODWLRQ�HOLPLQDWLQJ�OHJDO�EDUULHUV�WR�FRPSHWLWLRQ�LQ�QHWZRUN�LQGXVWULHV��ZKLFK�H[FHHGV
WKH� UHTXLUHPHQWV� ODLG� GRZQ� LQ� WKH� FRUUHVSRQGLQJ�(&� GLUHFWLYHV�� $Q� LQGHSHQGHQW� UHJXODWRU\� DXWKRULW\� ZDV
HVWDEOLVKHG��/LEHUDOLVDWLRQ�ZDV�DFFRPSDQLHG�E\�WKH�SULYDWLVDWLRQ�RI�VWDWH�RZQHG�FRPSDQLHV�

6WULFW� OLPLWV� ZHUH� SODFHG� RQ� WKH� H[SDQVLRQ� RI� GRPLQDQW� RSHUDWRUV� LQ� HOHFWULF� SRZHU�� OLTXLG� DQG� JDV
K\GURFDUERQV�LQ�RUGHU�WR�SUHYHQW�WKHP�IURP�JDLQLQJ�GRPLQDQW�PDUNHW�SRZHU��(�J��LQ�HOHFWULFLW\��JURXSV�ZLWK
LQVWDOOHG�SRZHU�JUHDWHU�WKDQ����SHU�FHQW�RI�WKH�WRWDO�PDUNHW�PD\�QRW�DGG�QHZ�FDSDFLW\� LQ�WKH�IROORZLQJ�ILYH
\HDUV��)RU�PDUNHW�VKDUHV�EHWZHHQ����DQG����SHU�FHQW��WKH�SURKLELWLRQ�VWDQGV�IRU�D�SHULRG�RI�\HDUV�

+RZHYHU�� DV� WKHVH�PHDVXUHV�ZHUH� UHJDUGHG� DV� LQVXIILFLHQW� IRU� HQVXULQJ� WKH� GHVLUDEOH� OHYHO� RI� FRPSHWLWLRQ�
IXUWKHU� DFWLRQ�ZDV� WDNHQ� WR� LPSHGH�PDQDJHPHQW� LQIOXHQFH� LQ�PRUH� WKDQ� RQH� RSHUDWRU� ZLWKLQ� NH\� VHFWRUV�
ZKLFK�VKRXOG�SUHYHQW�FRRUGLQDWHG�FRQGXFW�EHWZHHQ�RSHUDWRUV��$V�D�FRQVHTXHQFH��QR�SHUVRQ�RU� OHJDO�HQWLW\
PD\� VLW� RQ� WKH�%RDUG�RI�'LUHFWRUV� RI�PRUH� WKDQ� RQH� GRPLQDQW� FRPSDQ\� LQ� QHWZRUN� LQGXVWULHV��$OVR�� DQ\
FRPSDQ\�RU�JURXS�RZQLQJ�RYHU���SHU�FHQW�RI�PRUH�WKDQ�RQH�RSHUDWRU�LQ�WKH�VDPH�VHFWRU�PD\�RQO\�H[HUFLVH
YRWLQJ�ULJKWV�RQ�WKH�H[FHVV�RYHU���SHU�FHQW�LQ�RQH�VXFK�FRPSDQ\�

$OWKRXJK�SURJUHVV�LV�EHLQJ�PDGH�LQ�UHIRUPLQJ�HOHFWULFLW\�DQG�JDV�PDUNHWV��VWURQJHU�UHJXODWRU\
PHDVXUHV� PLJKW� DIIHFW� PDUNHW� GHYHORSPHQWV� IDYRXUDEO\�� 7KH� HQHUJ\� GLUHFWLYHV� DOORZ� D� FKRLFH
EHWZHHQ�DFFRXQWLQJ�DQG�OHJDO�VHSDUDWLRQ��DQG�LQ������DFFRXQWLQJ�VHSDUDWLRQ�ZDV�FKRVHQ�E\
)UDQFH�DQG�*UHHFH�LQ�HOHFWULFLW\�DQG�E\�PRVW�FRXQWULHV�LQ�JDV��6LPLODUO\��D�FKRLFH�EHWZHHQ
UHJXODWHG�DQG�QHJRWLDWHG�WKLUG�SDUW\�DFFHVV�FDQ�EH�PDGH��DQG�D�QXPEHU�RI�0HPEHU�6WDWHV
KDYH� RSWHG� IRU� QHJRWLDWHG� DFFHVV�� LQ� SDUWLFXODU� LQ� WKH� JDV� VHFWRU�� &KRRVLQJ� WKH� VWURQJHU
IRUP� RI� UHJXODWLRQV� PD\�� KRZHYHU�� HQKDQFH� WUDQVSDUHQF\�� 7KXV�� OHJDO� VHSDUDWLRQ� PD\
UHGXFH�WKH�ULVNV�RI�FURVV�VXEVLGLVDWLRQ�DQG�UHJXODWHG�WKLUG�SDUW\�DFFHVV�FDQ�EH�DQ�HIIHFWLYH
PHDQV�RI�DYRLGLQJ�QRQ�FRPSHWLWLYH�SUDFWLFHV�
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)LQDOO\��WKHUH�PD\�EH�D�QHHG�IRU�IXUWKHU�LQLWLDWLYHV�DW�WKH�(8�OHYHO��7KH�RSHQLQJ�RI�QDWLRQDO
HQHUJ\�PDUNHWV�LV�RQO\�RQH�VWHS��DOEHLW�DQ�LPSRUWDQW�RQH��WRZDUGV�WKH�FUHDWLQJ�RI�D�XQLILHG
(XURSHDQ� HQHUJ\� PDUNHW�� FRUUHVSRQGLQJ� IRU� LQVWDQFH� WR� WKH� KLJKO\� LQWHJUDWHG� 1RUGLF
HOHFWULFLW\�PDUNHW�� ,Q�RUGHU� IRU� WKLV� WR�PDWHULDOLVH� LW�PD\�� H�J��� EH�QHFHVVDU\� WR� HVWDEOLVK� D
FRPPRQ� IUDPHZRUN� IRU� WDULIIV� IRU� FURVV�ERUGHU� WUDGH� LQ� HQHUJ\� DQG� EDUULHUV� IRU� WKH
LQWHUFRQQHFWLRQ�RI�QDWLRQDO�QHWZRUNV�VKRXOG�EH�HOLPLQDWHG�

3URJUHVV�LQ�RWKHU�QHWZRUN�LQGXVWULHV
:KLOH�PDUNHW�RSHQLQJ�KDV�SURJUHVVHG�LQ�WHOHFRPPXQLFDWLRQV�DQG�HQHUJ\��IHZ�UHIRUPV�KDYH
EHHQ� LQWURGXFHG� LQ�RWKHU�QHWZRUN� LQGXVWULHV� LQ� UHFHQW� \HDUV�� ,Q� UDLOZD\V� DV�ZHOO� DV�SRVWDO
VHUYLFHV�WKHUH�DUH�SURQRXQFHG�GLIIHUHQFHV�EHWZHHQ�0HPEHU�6WDWHV�LQ�WKH�GHJUHH�RI�PDUNHW
RSHQLQJ�� UDQJLQJ� IURP� FRPSOHWHO\� RSHQ� WR� DOPRVW� PRQRSRO\� PDUNHWV�� 0XFK� FDQ
XQGRXEWHGO\�EH�OHDUQHG�IURP�IURQWUXQQHUV�VXFK�DV�6ZHGHQ�LQ�SRVWDO�VHUYLFHV�

7KH�VLWXDWLRQ�LQ�UDLOZD\V�PD\�JHQHUDOO\�EH�GHVFULEHG�DV�RQH�LQ�ZKLFK�VPDOOHU�VWHSV�DUH�WDNHQ
WR� IDFLOLWDWH�PDUNHW�RSHQLQJ� DW� D� ODWHU� VWDJH��$�QHZ� UHJXODWRU�KDV�EHHQ� VHW� XS� LQ�$XVWULD�
$FFRXQWLQJ� RU� OHJDO� VHSDUDWLRQ� RI� LQIUDVWUXFWXUH� DQG� UDLO� WUDQVSRUW� RSHUDWLRQV� KDV� EHHQ
LQWURGXFHG� LQ�,UHODQG��,WDO\�DQG�/X[HPERXUJ��,Q�)UDQFH�� IROORZLQJ� WKH� OHJDO� VHSDUDWLRQ� LQ
������D�VHFRQG�VWHS�RI�WKH�UHIRUP�LQ�����������LQGXFHG�D�VLJQLILFDQW�UHEDODQFLQJ�RI�DFFHVV
SULFHV� IRU� WKH� XVH� RI� UDLO� LQIUDVWUXFWXUH�� OHDGLQJ� WR� ODUJH� LQFUHDVHV� IRU� WKH�PRVW� DWWUDFWLYH
URXWHV�DQG�WLPH�VORWV��,Q�,WDO\��WKH�1HWKHUODQGV�DQG�6ZHGHQ�FRPSHWLWLRQ�LV�JUDGXDOO\�EHLQJ
LQWURGXFHG� LQ� SDVVHQJHU� UDLO� WUDQVSRUW� E\� DZDUGLQJ� OLFHQVHV� WR� PRUH� RSHUDWRUV� WKURXJK
SXEOLF�WHQGHUV�

%HLQJ�D� IURQWUXQQHU� LQ� WKH�RSHQLQJ� RI�SRVWDO� VHUYLFHV�PDUNHWV�� 6ZHGHQ� LQWURGXFHG� LQ� ODWH�����
QHZ� PHDVXUHV� WR� HQKDQFH� FRPSHWLWLRQ�� 7KHVH� LQFOXGHG�� H�J��� WKH� LQWURGXFWLRQ� RI� D
FRRUGLQDWHG�V\VWHP�IRU�KDQGOLQJ�RI�DGGUHVV�FKDQJHV�DQG�WKH�UHGLUHFWLRQ�RI�PDLO��,Q�6ZHGHQ�
EXW�DOVR� LQ�$XVWULD�DQG�*HUPDQ\�� WKHUH� LV�HYLGHQFH� WKDW� LQFUHDVHG�FRPSHWLWLRQ�KDV� OHG� WR
LPSURYHG�VHUYLFH�TXDOLW\�DQG�D�ZLGHU�UDQJH�RI�SURGXFWV��ZKLOH�XQLYHUVDO�VHUYLFH�REOLJDWLRQV
VHHP�WR�KDYH�EHHQ�PDLQWDLQHG�VDWLVIDFWRULO\�

$W� WKH� RWKHU� HQG� RI� WKH� VSHFWUXP�� WKH� SRVWDO� VHUYLFHV� GLUHFWLYH� ZDV� WUDQVSRVHG� LQWR� QDWLRQDO
OHJLVODWLRQ� LQ� ,UHODQG� DQG� /X[HPERXUJ�� OHDGLQJ� WR� SDUWLDO� OLEHUDOLVDWLRQ�� ,Q� EHWZHHQ�
%HOJLXP��*UHHFH�DQG�,WDO\�DUH�HQJDJHG�LQ�D�UHRUJDQLVDWLRQ�RI�WKH�QDWLRQDO�SRVWDO�FRPSDQLHV
WR�VWUHQJWKHQ�WKH�HIILFLHQF\�DQG�WKH�TXDOLW\�RI�VHUYLFHV�SURYLGHG��)UDQFH� LV�SUHSDULQJ�QHZ
SRVWDO� UHJXODWLRQ�ZKLFK�ZLOO� LQFOXGH�PHDVXUHV� WR� HQVXUH� XQLYHUVDO� VHUYLFH� REOLJDWLRQV� DQG
WUDQVSDUHQF\�LQ�DFFRXQWLQJ��7KH�1HWKHUODQGV�LQWURGXFHG�QHZ�SRVWDO�UHJXODWLRQ�LQ������WKDW
LPSOLHV�D�PDUNHW�RSHQLQJ�EH\RQG� WKDW� UHTXLUHG�E\� WKH�(8�GLUHFWLYH��$� OLEHUDOLVHG�PDUNHW
IRU�SRVWDO�VHUYLFHV�LV�UHTXLUHG�WR�FUHDWH�DQ�LQQRYDWLYH�DQG�FRPSHWLWLYH�LQGXVWU\��,W�UHPDLQV
HVVHQWLDO� IRU� WKH� IXWXUH� WR� HQKDQFH� FRPSHWLWLRQ� LQ� WKLV� VHFWRU� GXH� WR� WKH� LQFUHDVLQJ
VXEVWLWXWLRQ�HIIHFW�FDXVHG�E\�YDULRXV�HOHFWURQLF�FRPPXQLFDWLRQ�PHGLD�

,Q�WKH�1HWKHUODQGV��D�QHZ�SDVVHQJHU�WUDQVSRUW�DFW�ZDV�SDVVHG�LQ������DQG�ZLOO�FRPH�LQWR�HIIHFW
LQ�������:KHQ�IXOO\�LPSOHPHQWHG�E\�������DOO�UHJLRQDO�DQG�XUEDQ�WUDQVSRUW�ZLOO�EH�VXEMHFW
WR�SXEOLF� WHQGHU��1HZ�UHJXODWLRQ�RI�DLUSRUWV� LV�EHLQJ�FRQVLGHUHG� LQ�WKH�8.��+DYLQJ�WKH�PRVW
FRQJHVWHG�DLUSRUWV�LQ�(XURSH��VORW�DOORFDWLRQ�UHJXODWLRQ�PD\�EH�FKDQJHG�WR�DOORZ�IRU�WUDGLQJ
DQG�DXFWLRQLQJ��DQG�WKH�FXUUHQW�V\VWHP�RI�JUDQGIDWKHULQJ�RI�VORWV�LV�EHLQJ�UHFRQVLGHUHG�

3ULYDWLVDWLRQ
3ULYDWLVDWLRQ� RI� VWDWH�RZQHG� FRPSDQLHV�PD\� VHUYH� GLIIHUHQW� REMHFWLYHV� VXFK� DV� GLVHQJDJLQJ� WKH
SXEOLF� VHFWRU� IURP�SURGXFWLRQ�RI� JRRGV� DQG� VHUYLFHV� WKDW� DUH� DOUHDG\�EHLQJ�SURGXFHG�E\
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FRPSHWLQJ�SULYDWH�VHFWRU�FRPSDQLHV��JHWWLQJ�DFFHVV�WR�SULYDWH�VHFWRU�FRPSHWHQFLHV�WKURXJK
VWUDWHJLF� DOOLDQFHV�� REWDLQLQJ� SXEOLF� VHFWRU� UHYHQXH� WR� UHGXFH� GHEW� DQG� ERRVWLQJ� FDSLWDO
PDUNHWV��0RVW�0HPEHU�6WDWHV�KDYH�SULYDWLVHG�VRPH�FRPSDQLHV��IXOO\�RU�SDUWO\��GXULQJ������
6XEVWDQWLDO� SULYDWLVDWLRQ� SURJUDPPHV� DUH� JUDGXDOO\� SURJUHVVLQJ� LQ� $XVWULD�� *UHHFH� DQG
3RUWXJDO��ZKLFK�WR�VRPH�H[WHQW�UHIOHFW�WKH�ZLGH�VSUHDG�VWDWH�RZQHUVKLS�LQ�WKHVH�FRXQWULHV�

3ULYDWLVDWLRQ� LV� JHQHUDOO\�PRYLQJ� IDVWHU� LQ� VHFWRUV� ZKHUH� FRPSHWLWLYH� RU� FRQWHVWDEOH� PDUNHWV� KDYH
EHHQ�GHYHORSHG�PRVW��'XULQJ���������ILQDQFLDO� LQVWLWXWLRQV�ZLOO�EH�VROG��DW� OHDVW�SDUWO\�� LQ
$XVWULD�DQG�*UHHFH��*UHHFH�DQG�,UHODQG�ZLOO�SULYDWLVH�SDUW�RI�WKHLU�QDWLRQDO�DLUOLQHV�LQ������
ZKLOH� 6SDLQ� SODQV� WR� FRPSOHWH� WKH� SULYDWLVDWLRQ� RI� LWV� IRUPHU� QDWLRQDO� FDUULHU�� $XVWULD�
'HQPDUN�� *HUPDQ\�� ,UHODQG� DQG� ,WDO\� DUH� LQ� WKH� SURFHVV� RI� GLYHVWLQJ� VKDUHKROGLQJV� LQ
DLUSRUWV�� 7HOHFRPPXQLFDWLRQV� FRPSDQLHV� DUH� JHWWLQJ� SULYDWLVHG� LQ� $XVWULD�� *HUPDQ\�
3RUWXJDO�DQG�6ZHGHQ�

)HZHU� SULYDWLVDWLRQV� KDYH� WDNHQ�SODFH� LQ� RWKHU� QHWZRUN� LQGXVWULHV� VXFK� DV� HQHUJ\� DQG� SRVWDO
VHUYLFHV��<HW� WKH�,32�RI�WKH�*HUPDQ�SRVWDO�FRPSDQ\�DQG�WKH�VDOH�RI�VKDUHV� LQ�HOHFWULFLW\
FRPSDQLHV�LQ�*UHHFH�DQG�3RUWXJDO�DUH�QRWDEOH�H[FHSWLRQV��,W�PXVW�DOVR�EH�UHFRJQLVHG�WKDW
LQ�VRPH�0HPEHU�6WDWHV��SULYDWH�FRPSDQLHV�KDYH�DOZD\V�GRPLQDWHG�HQHUJ\�PDUNHWV��'HVSLWH
WKDW�PDQ\� RI� WKH� IRUPHU�PRQRSROLHV� DUH� VWLOO� VWDWH�RZQHG�� HQHUJ\� DQG� SRVWDO� VHFWRUV� DUH
EHLQJ�UHVWUXFWXUHG�IDVW�WKURXJK�PHUJHUV�DQG�DFTXLVLWLRQV�DFURVV�ERUGHUV��7R�HQVXUH�WKDW�DOO
FRPSDQLHV�� VWDWH�RZQHG�DV�ZHOO� DV�SULYDWH�� IDFH� D� OHYHO� SOD\LQJ� ILHOG� LQ� DOO�0HPEHU�6WDWHV
GXULQJ�WKH�UHVWUXFWXULQJ�SURFHVV��LW�LV�LPSRUWDQW�WKDW�DOO�PDUNHWV�DUH�FRQWHVWDEOH�

'HVSLWH�WKH�FRQWLQXHG�SULYDWLVDWLRQ�SURFHVV��VWDWH�RZQHUVKLS�UHPDLQV�KLJK�LQ�VRPH�0HPEHU
6WDWHV�� 7KHVH� FRXQWULHV� PD\� ZLVK� WR� FRQVLGHU� LI� VWDWH� FRQWURO� RYHU� D� ODUJH� SDUW� RI� WKH
HFRQRP\� LV� VWLOO�ZDUUDQWHG�� ,Q� WKLV� UHVSHFW�� VRPH�0HPEHU�6WDWHV�PD\�DOVR� UHFRQVLGHU� WKH
XVH�RI�´JROGHQ�VKDUHVµ�DQG�RWKHU�PHDQV�RI�PDLQWDLQLQJ�FRQWURO�DIWHU�SULYDWLVDWLRQ��1RW�RQO\
GRHV�FRQWLQXHG�FRQWURO�PXGGOH�WKH�UHVSRQVLELOLWLHV�RI� WKH�VWDWH��EXW� LW�FDQ�DOVR�PHDQ� WKDW
UHYHQXHV�IURP�WKH�VDOH�RI�VKDUHV�EHFRPH�XQQHFHVVDULO\�ORZ�

�����,PSURYLQJ�WKH�EXVLQHVV�HQYLURQPHQW

,PSRUWDQW� VWHSV� IRUZDUG� ZHUH� LQ� ����� WDNHQ� E\� PDQ\� 0HPEHU� 6WDWHV� WR� UHGXFH
DGPLQLVWUDWLYH�EXUGHQV� IRU�EXVLQHVVHV�� DQG�60(V� LQ�SDUWLFXODU��7KLV�ZLOO� QRW� RQO\� UHGXFH
WKH� FRVWV� DVVRFLDWHG� ZLWK� DGPLQLVWUDWLRQ�� EXW� DOVR� HOLPLQDWH�PDQ\� EDUULHUV� IDFHG� E\� QHZ
HQWUHSUHQHXUV��,Q�DGGLWLRQ��VHYHUDO�0HPEHU�6WDWHV�GHFLGHG�RQ�QHZ�PHDVXUHV�WR�HQFRXUDJH
DQG�VXSSRUW�HQWUHSUHQHXUV��$OWKRXJK�WKH�WDVN�RI�LPSURYLQJ�WKH�EXVLQHVV�HQYLURQPHQW�LV�IDU
IURP�FRPSOHWH��WKH�SURJUHVV�LQ������VKRXOG�EH�UHFRJQLVHG�

0HDVXUHV�WR�UHGXFH�DGPLQLVWUDWLYH�EXUGHQV
$OO�0HPEHU�6WDWHV�DUH�FRPPLWWHG�WR�OLPLW�WKH�DGPLQLVWUDWLYH�EXUGHQV�SXW�RQ�EXVLQHVVHV�E\
SXEOLF� UHJXODWLRQ�� (QVXULQJ� UHJXODWRU\� TXDOLW\�� VLPSOLILFDWLRQ� RI� SURFHGXUHV� DQG
WUDQVSDUHQF\�LV�WKXV�KLJK�RQ�WKH�DJHQGD��DQG�VSHFLILF�PHDVXUHV�DUH�EHLQJ�LPSOHPHQWHG�

6RPH� 0HPEHU� 6WDWHV� VXFK� DV� ,UHODQG� DQG� 6ZHGHQ� ODXQFKHG� JHQHUDO� DFWLRQ� SODQV� RU
VWUDWHJLHV� IRU� LPSURYLQJ� UHJXODWRU\� TXDOLW\� LQ� ������ZKLOH� )LQODQG��*HUPDQ\��*UHHFH� DQG
WKH�1HWKHUODQGV�IROORZHG�VXLW�GXULQJ�������$GYLVRU\�RU�LQWHUGHSDUWPHQWDO�ERGLHV�DVVLJQHG
WKH�WDVN�RI�RYHUVHHLQJ�UHJXODWRU\�UHIRUP�ZHUH�HVWDEOLVKHG�LQ�WKH�1HWKHUODQGV�DQG�6SDLQ�

$VVHVVLQJ� WKH� LPSDFW� RI� QHZ� UHJXODWLRQ� RQ� EXVLQHVVHV� EHIRUH� LPSOHPHQWDWLRQ� LV� DQ
LPSRUWDQW� PHDQV� WR� DYRLG� H[FHVVLYHO\� FRPSOLFDWHG� OHJLVODWLRQ�� 7KH� XVH� RI� D� V\VWHPDWLF
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DSSURDFK� LQ� WKH� IRUP�RI�5HJXODWRU\� ,PSDFW�$QDO\VLV� �5,$�� KDV� LQ� ����� EHHQ� GHFLGHG� LQ
,UHODQG� DQG� ,WDO\�� DQG� LV� JUDGXDOO\�EHLQJ� LPSOHPHQWHG�� FI�� ER[� �����'HQPDUN� LQWURGXFHG� D
QHZ�PHWKRG�IRU�HYDOXDWLQJ�DGPLQLVWUDWLYH�FRVWV�E\�ZD\�RI�DFFRXQWV��EDVHG�RQ�LQWHUYLHZV�RI
����EXVLQHVVHV�

%R[����� *RRG�SUDFWLFH��5HGXFLQJ�DGPLQLVWUDWLYH�EXUGHQ�WKURXJK�5HJXODWRU\
,PSDFW�$QDO\VLV

5HJXODWRU\�,PSDFW�$QDO\VLV��5,$��LV�D�GHFLVLRQ�WRRO�WKDW�DLPV�WR�DVVHVV�SURSRVHG�DQG�H[LVWLQJ�UHJXODWLRQV��7KH
PHWKRG�LV�WR�V\VWHPDWLFDOO\�DQG�FRQVLVWHQWO\�H[DPLQH�SRWHQWLDO�LPSDFWV�DULVLQJ�IURP�JRYHUQPHQW�DFWLRQV�DQG
FRPPXQLFDWLQJ�WKH�LQIRUPDWLRQ�EDFN�WR�GHFLVLRQ�PDNHUV��5,$�SURJUDPPHV�LQ�GLIIHUHQW�FRXQWULHV�UDQJHV�IURP
EURDG�FRVW�EHQHILW�DQDO\VLV�WR�QDUURZHU�DVVHVVPHQWV�VXFK�DV�60(�LPSDFWV�

,Q�,WDO\��WKH�5,$�SURJUDPPH�LQWURGXFHG�GXULQJ������LV�EDVHG�RQ�D�WZR�VWHS�VXEPLVVLRQ��)LUVW��D�SUHOLPLQDU\
DVVHVVPHQW�RI�D�ODZ�RU�UHJXODWLRQ�ZLOO�EH�SUHSDUHG�WDNLQJ�LQWR�DFFRXQW�WKH�DIIHFWHG�SDUWLHV��WKH�VRFLDO�DQG�OHJDO
HOHPHQWV� MXVWLI\LQJ� WKH� UHJXODWLRQ�� WKH� EXGJHWDU\�� HFRQRPLF� DQG� VRFLDO� FRQVWUDLQWV�� WKH� DOWHUQDWLYHV� WR
UHJXODWLRQ�DQG�WKH�DSSURSULDWH�OHYHO�RI�UHJXODWLRQ��6HFRQG��WKH�UHVXOWV�IURP�WKH�ILUVW�VWDJH�DUH�YDOLGDWHG�DQG�WKH
IROORZLQJ� HOHPHQWV� DUH� SURYLGHG�� WKH� H[SHFWHG� UHVXOWV�� D� GHVFULSWLRQ� RI� WKH� FKRVHQ� DQDO\WLFDO� PHWKRG�� WKH
GLUHFW�DQG�LQGLUHFW�LPSDFWV�RQ�SXEOLF�DGPLQLVWUDWLRQ�DQG�RQ�DIIHFWHG�SDUWLHV�EDVHG�RQ�D�FRVW�EHQHILW�DQDO\VLV�

7KH�5,$�SURJUDPPH� LV�PDQDJHG�E\� WKH�6LPSOLILFDWLRQ�8QLW� DQG� WKH�'HSDUWPHQW� IRU�/HJDO� DQG�/HJLVODWLYH
$IIDLUV� �'$*/��� :KLOH� WKH� UHJXODWLQJ� DGPLQLVWUDWLRQ� SUHSDUHV� WKH� 5,$�� WKH� WDVN� RI� GHWHUPLQLQJ� LWV
FRPSOHWHQHVV� LV�DVVLJQHG�WR�'$*/��'$*/�KDV� WKH�SRVVLELOLW\�WR�GHOD\�D�UHJXODWLRQ�RU� ODZ�LI�FRQVLGHUHG�RI
EDG�TXDOLW\�DQG�FDQ�DOVR�UHSRUW�WR�WKH�3ULPH�0LQLVWHU��7KH�HIIHFWLYHQHVV�RI�WKH�V\VWHP�UHVWV�RQ�WKH�IDFW�WKDW
'$*/� DQG� WKH� 6LPSOLILFDWLRQ� 8QLW� DUH� FUHGLEOH� UHYLHZHUV�� WKXV� DFWLQJ� DV� JDWHNHHSHUV� RI� WKH� &RXQFLO� RI
0LQLVWHUV�

7KH� ,WDOLDQ� 5,$� SURJUDPPH� LV� VWLOO� DW� DQ� H[SHULPHQWDO� SKDVH� EXW� PHHWV� PRVW� RI� WKH� UHTXLUHG� HOHPHQWV
LGHQWLILHG� E\� WKH� 2(&'�� QDPHO\� WR� PD[LPLVH� SROLWLFDO� FRPPLWPHQW� WR� 5,$�� WR� DOORFDWH� UHVSRQVLELOLW\
FDUHIXOO\��WR�WUDLQ�WKH�UHJXODWRUV��WR�XVH�D�FRQVLVWHQW�EXW�IOH[LEOH�DQDO\WLFDO�PHWKRG��WR�GHYHORS�DQG�LPSOHPHQW
GDWD�FROOHFWLRQ�VWUDWHJLHV��WR�LQWHJUDWH�5,$�ZLWK�WKH�SROLF\�PDNLQJ�SURFHVV�DQG�WR�LQYROYH�WKH�SXEOLF�

5,$�LV�DOVR�WDNLQJ�SODFH�LQ�$XVWULD��'HQPDUN��)LQODQG��)UDQFH��*HUPDQ\��,UHODQG��WKH�1HWKHUODQGV��6ZHGHQ
DQG�WKH�8.�

(DV\�DQG�FKHDS�FRPPXQLFDWLRQ�EHWZHHQ�EXVLQHVVHV�DQG�WKH�SXEOLF�VHFWRU�ZLOO�UHGXFH�FRVWV
DQG� LPSURYH� HIILFLHQF\�� 7KH� QHZ� PHDQV� RI� HOHFWURQLF� FRPPXQLFDWLRQ�� QRW� OHDVW� WKH
,QWHUQHW��KDYH�D�JUHDW�SRWHQWLDO�LQ�WKLV�UHVSHFW��$OO�0HPEHU�6WDWHV�DUH�DFWLYHO\�SXUVXLQJ�ZD\V
WR� H[SORLW� WKH� QHZ� SRVVLELOLWLHV� E\� HVWDEOLVKLQJ� ,QWHUQHW� SRUWDOV� FRQWDLQLQJ� LQIRUPDWLRQ�
HOHFWURQLF�IRUPV�WKDW�FDQ�EH�VXEPLWWHG�HOHFWURQLFDOO\��FI��VHFWLRQ�����

$QRWKHU�DUHD�RI�DFWLRQ�LV�FUHDWLQJ�HDVLHU�DFFHVV�WR�WKH�SXEOLF�VHFWRU�E\�HVWDEOLVKLQJ�D�YDULHW\
RI�VLQJOH�FRQWDFW�SRLQWV��1HWZRUNV�RI�ORFDO�RU�UHJLRQDO�RQH�VWRS�VKRSV�KDYH�EHHQ�H[WHQGHG
*UHHFH��3RUWXJDO��6SDLQ�DQG�,WDO\��ZKLFK�KDV�DOVR�LQ������GUDZQ�XS�DQ�DFWLRQ�SODQ�IRU�WKH
DGHTXDWH� RSHUDWLRQ� RI� PXQLFLSDOLW\� RQH�VWRS�VKRSV�� ,Q� $XVWULD�� D� VLQJOH� JDWHZD\� WR
SROOXWLRQ�SUHYHQWLRQ�DQG�FRQWURO�KDV�EHHQ�FUHDWHG��ZKLOH�6ZHGLVK�EXVLQHVVHV�ZLOO�VRRQ�EH
DEOH�WR�JHW�LQIRUPDWLRQ�RQ�WKH�HQWLUH�VWDWH�VXSSRUW�V\VWHP�DW�RQH�VLQJOH�SODFH�

3URPRWLQJ�VWDUW�XSV�DQG�60(V
,Q�WKH�VDPH�YHLQ��VLQJOH�FRQWDFW�SRLQWV�WDUJHWHG�DW�DVVLVWLQJ�DQG�VXSSRUWLQJ�QHZ�FRPSDQLHV
DQG� 60(V� KDYH� EHHQ� HVWDEOLVKHG� LQ� /X[HPERXUJ� DQG� WKH� 8.� LQ� ������ DQG� 'HQPDUN
FUHDWHG�D�XQLW�ZLWK�WKH�WDVN�RI�SURPRWLQJ�WKH�LQWHUQDWLRQDOLVDWLRQ�DQG�H[SRUWV�RI�60(V��,Q
*HUPDQ\�� WKH� IHGHUDO� JRYHUQPHQW� FUHDWHG� D� VLQJOH� FRQWDFW� SRLQW� E\� FROOHFWLQJ� WKH
VXEVWDQWLDO� ILQDQFLDO� VXSSRUW� SURJUDPPHV� IRU� 60(V� DW� WKH�'HXWVFKH� $XVJOHLFKVEDQN�� DV
RQH�HOHPHQW�RI�D�JHQHUDO�60(�DFWLRQ�SODQ��$OVR�LQ�6SDLQ��DQ�RYHUDOO�SODQ�WR�VWUHQJWKHQ�WKH
FRPSHWLWLYHQHVV�RI�60(V�KDV�EHHQ�DGRSWHG��)UDQFH�KDV� WDNHQ�VWHSV� WRZDUGV�VSHHGLQJ�XS
EXVLQHVV�UHJLVWUDWLRQ�SURFHGXUHV��DQG�D�WD[�RQ�EXVLQHVV�UHJLVWUDWLRQ�KDV�EHHQ�DEROLVKHG�
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6RPH�0HPEHU�6WDWHV�KDYH�HVWDEOLVKHG�QHWZRUNV�RI�60(V��,Q�'HQPDUN�WKHVH�DUH�UHJLRQDO
QHWZRUNV��ZKLOH�WKH�'XWFK�QHWZRUN�LV�WDUJHWHG�DW�UDSLG�JURZWK�FRPSDQLHV��6XSSRUW�KDV�LQ
'HQPDUN� EHHQ� JLYHQ� WR� D� %XVLQHVV� 6HUYLFH� 6FKHPH� WR� FRQWULEXWH� WR� WKH� FUHDWLRQ� RI� D
PDUNHW�RQ�ZKLFK�60(V�FDQ�EX\�D� UDQJH�RI�DGPLQLVWUDWLYH�VHUYLFHV� UHODWHG� WR� UHSRUWV� DQG
SD\PHQWV�WR�WKH�SXEOLF�IURP�VSHFLDOLVHG�SULYDWH�VHUYLFH�DJHQFLHV�

)ROORZLQJ�WKH�UHFRPPHQGDWLRQ�RI�WKH�5LVN�&DSLWDO�$FWLRQ�3ODQ��$XVWULD��)LQODQG��*HUPDQ\
DQG�WKH�1HWKHUODQGV�KDYH�RU�DUH�LQ�WKH�SURFHVV�RI�FKDQJLQJ�EDQNUXSWF\�OHJLVODWLRQ�WR�PDNH
LW� HDVLHU� IRU� HQWUHSUHQHXUV� WR� JHW� D� VHFRQG� FKDQJH� WR� VWDUW� QHZ�EXVLQHVVHV��0RUH�0HPEHU� 6WDWH
VKRXOG� FRQVLGHU� PDNLQJ� VLPLODU� OHJLVODWLYH� DGMXVWPHQWV�� 6RPH� 0HPEHU� 6WDWHV� VXFK� DV
)UDQFH�KDYH�PDGH�OHJDO�DGMXVWPHQWV�WR�DOORZ�IRU�YDULRXV�IRUPV�RI�SURILW�VKDULQJ�VFKHPHV�

7D[DWLRQ�RI�EXVLQHVVHV
$V�SDUW�RI�WKH�WD[�UHIRUPV�WKDW�DUH�EHLQJ�LPSOHPHQWHG�LQ�PRVW�0HPEHU�6WDWHV��FKDQJHV�DUH
EHLQJ�PDGH�WR�WKH�WD[DWLRQ�RI�EXVLQHVVHV�ZLWK�VRPH�PHDVXUHV�DIIHFWLQJ�DOO�FRPSDQLHV�DQG
RWKHUV�SDUWLFXODUO\�WDUJHWHG�DW�60(V�DQG�VWDUW�XSV�

6XEVWDQWLDO� UHGXFWLRQV� LQ� FRUSRUDWH� WD[�UDWHV�DUH�JUDGXDOO\�EHLQJ� LPSOHPHQWHG� LQ�*HUPDQ\�DQG
,WDO\��DOWKRXJK�FRXQWHUDFWLQJ�FKDQJHV�VXFK�DV�EURDGHQLQJ�RI�WD[�EDVHV��DV�LQ�H�J��*HUPDQ\�
UHGXFH�WKH�QHW�HIIHFW�IRU�ODUJH�FRUSRUDWLRQV��'HFLVLRQV�WR�UHGXFH�WKH�FRUSRUDWH�WD[�UDWH�LQ
WKH�FRPLQJ�\HDUV�KDYH�EHHQ� WDNHQ�RU� DUH�SODQQHG� LQ�$XVWULD��%HOJLXP��'HQPDUN��)UDQFH�
,UHODQG�DQG�/X[HPERXUJ��*HQHUDOO\�� WKH�FKDQJHV� WR� WKH�RYHUDOO�FRUSRUDWH� WD[�V\VWHPV�DUH
IXOO\� ILQDQFHG� DQG� DGRSWHG� WR� LPSURYH� WKH� VWUXFWXUDO� HIIHFWV� RI� WD[DWLRQ� RQ� EXVLQHVV
EHKDYLRXU�

+RZHYHU��LQ�D�QXPEHU�RI�0HPEHU�6WDWHV�WKH�JUDGXDO�IDOO�RI�WKH�JHQHUDO�FRUSRUDWH�WD[�UDWH�LV
LPSOHPHQWHG�IDVWHU�DQG�RIWHQ�VXSSOHPHQWHG�E\�VSHFLILF�WD[�UHOLHIV�IRU�60(V��,Q�)UDQFH��D�ORZHU�WD[�UDWH
IRU�VPDOO�EXVLQHVV�ZDV�LQWURGXFHG�LQ������DQG�H[WHQGHG�WR�FRYHU�PRUH�ILUPV�LQ�������DQG�D
ORZHU� VRFLDO� VHFXULW\� FRQWULEXWLRQ� UDWH� DOVR� DSSOLHV� WR� 60(V� LQ� WKHLU� WZR� ILUVW� \HDUV� RI
H[LVWHQFH�� 7KH�*HUPDQ� WD[� UHIRUP� FRQWDLQV� VXEVWDQWLDO� EHQHILWV� IRU� 60(V� DQG� WKH� VHOI�
HPSOR\HG��DQG�*UHHFH�ZLOO�UHGXFH�WD[�UDWHV�IRU�QRQ�OLVWHG�FRPSDQLHV�GXULQJ������DQG�����
DQG�DEROLVK�VSHFLDO�WD[HV�RQ�JHQHUDO�DQG�OLPLWHG�SDUWQHUVKLSV��7KH�SODQQHG�UHGXFWLRQ�RI�WKH
FRUSRUDWH�WD[�UDWH�LQ�,UHODQG�DOUHDG\�DSSOLHV�WR�60(V��DQG�6SDLQ�KDV�GRXEOHG�WKH�WKUHVKROG
IRU�TXDOLI\LQJ�WR�WKH�60(�WD[�UHJLPH�

$PRQJ�WKH�PRUH�VSHFLILF�WD[�PHDVXUHV�LQWURGXFHG�LQ�������*HUPDQ\�KDV�UHGXFHG�WD[DWLRQ�RI
GLVWULEXWHG�SURILWV�DQG�ZLOO�PDNH�SURILWV�PDGH�E\�FRUSRUDWLRQV�ZKHQ�VHOOLQJ�VKDUHKROGLQJV
H[HPSW� IURP� WD[DWLRQ� IURP� ������ ,WDO\� KDV� LQWURGXFHG� D� WD[� FUHGLW� IRU� QHZ� LQYHVWPHQWV
FUHDWLQJ�QHZ�MREV�XQWLO�������DQG�6SDLQ�KDV�DOORZHG�GHGXFWLRQV�RI����SHU�FHQW�RI�WKH�FRVWV
IRU� ,&7� LQYHVWPHQWV�� ,WDO\� DQG� 6SDLQ� KDYH� DOVR� FKDQJHG� WKH� V\VWHP� RI� GXDO� WD[DWLRQ� RI
FRPSDQ\�SURILWV�WR�SURPRWH�WKH�XVH�RI�HTXLW\�ILQDQFLQJ��ZKLOH�D�UHIRUP�RI�GXDO�WD[DWLRQ�LQ
WKH�8.�ZDV�PDGH�WR�UHGXFH�WKH�ULVN�RI�RII�VKRUH�´FKHDWLQJµ��)LQDOO\��6ZHGHQ�LPSOHPHQWHG
VRPH�PHDVXUHV� WR� HQVXUH�PRUH� HTXDO� WD[� WUHDWPHQW� RI� GRPHVWLF� DQG� IRUHLJQ� FRPSDQLHV�
WKRXJK�LW�LV�UHFRJQLVHG�WKDW�VRPH�GLIIHUHQFHV�UHPDLQ�

,QWURGXFLQJ�WD[�PHDVXUHV�WDUJHWHG�DW�VPDOO�EXVLQHVV�PD\�QDUURZ�WD[�EDVHV�DQG�LPSO\�ODUJH
HIIHFWLYH� PDUJLQDO� WD[� UDWHV� DW� WKUHVKROG� OHYHOV�� 7KH� EHQHILWV� IURP� VXFK� PHDVXUHV� QHHG
WKHUHIRUH�WR�EH�FDUHIXOO\�ZHLJKHG�DJDLQVW�WKH�FRVWV�LQ�WHUPV�RI�LQFUHDVHG�GLVWRUWLRQV�ZLWKLQ
WKH�EXVLQHVV�WD[DWLRQ�V\VWHP�DV�ZHOO�DV�HOVHZKHUH�
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�����&DSLWDO�PDUNHWV

7KH� /LVERQ� &RXQFLO� HPSKDVL]HG� WKH� NH\� UROH� RI� FDSLWDO� PDUNHWV� LQ� VWLPXODWLQJ� JURZWK�
´(IILFLHQW� DQG� WUDQVSDUHQW� ILQDQFLDO�PDUNHWV� >���@� SOD\� DQ� HVVHQWLDO� UROH� LQ� IXQQHOOLQJ� QHZ
LGHDV�� VXSSRUWLQJ� HQWUHSUHQHXULDO� FXOWXUH� DQG� SURPRWLQJ� DFFHVV� WR� DQG� XVH� RI� QHZ
WHFKQRORJ\�µ� 5HIRUPV� DW� D� 0HPEHU� 6WDWH� OHYHO� DUH� QHFHVVDU\� WR� FRPSOHWH� WKH� VLQJOH
(XURSHDQ�PDUNHW� LQ�WKLV�VHFWRU�WR�PD[LPLVH�WKH�JDLQV� IURP�WKH� LQWURGXFWLRQ�RI� WKH�HXUR�
DQG�LQ�UHVSRQVH�WR�D�UDSLGO\�FKDQJLQJ�PDUNHW�

$W� WKH� (XURSHDQ� OHYHO� WKH� SULRULWLHV� DQG� DFWLRQV� QHHGHG� WR� VSHHG� XS� ILQDQFLDO� PDUNHW
LQWHJUDWLRQ�KDYH�EHHQ�VHW�RXW� LQ� WKH�&RPPLVVLRQ·V� ILQDQFLDO� VHUYLFHV�DQG�ULVN�FDSLWDO�DFWLRQ
SODQV�� ,Q� RUGHU� WR� PHHW�� RU� VXUSDVV�� WKH� GHDGOLQHV� DOUHDG\� DJUHHG� IRU� LPSOHPHQWDWLRQ
0HPEHU� 6WDWHV� ZLOO� EH� UHTXLUHG� WR� SD\� SDUWLFXODU� DWWHQWLRQ� WR� NH\� DUHDV� VXFK� DV� WKH
SURPRWLRQ�RI�LQQRYDWLYH�HPSOR\HH�RZQHUVKLS�VFKHPHV�

/HJDO�DQG�UHJXODWRU\�IUDPHZRUN
$� PRGHUQ� DQG� WUDQVSDUHQW� UHJXODWRU\� IUDPHZRUN� LV� HVVHQWLDO� IRU� SURSHUO\� IXQFWLRQLQJ
FDSLWDO�PDUNHWV��$GHTXDWH�UHJXODWLRQ�LV�QHFHVVDU\�LQ�RUGHU�WR�LQFUHDVH�VHFXULW\�E\�ORZHULQJ
H[SRVXUH� WR� IOXFWXDWLRQV�� $V� UHSRUWHG� LQ� ODVW� \HDU·V� UHSRUW�� WKHUH� KDV� EHHQ� D� WUHQG� LQ
0HPEHU�6WDWHV� WRZDUGV�WKH�FUHDWLRQ�RI�XQLILHG� ILQDQFLDO� UHJXODWRUV��7KH�VLQJOH�DXWKRULWLHV� LQ
'HQPDUN�� 6ZHGHQ� DQG� WKH� 8.� SURYLGH� H[DPSOHV�� *HUPDQ\� DQG� ,UHODQG� DUH� SODQQLQJ� D
VLPLODU� PRYH� ZKLOH� )UDQFH� LV� UHYLHZLQJ� LWV� UHJXODWRU\� V\VWHP� ZLWK� WKH� SRVVLELOLW\� RI
OHJLVODWLQJ�IRU�D�VLQJOH�UHJXODWRU�WR�GHDO�ZLWK�WKH�ZKROH�UDQJH�RI�ILQDQFLDO�VHUYLFHV��,Q�VRPH
0HPEHU� 6WDWHV�� H�J��'HQPDUN�� WKH� FUHDWLRQ� RI� VLQJOH� UHJXODWRUV� LV� FRPSOHPHQWHG� E\� WKH
HQDFWPHQW�RI�D�XQLILHG�ILQDQFLDO�VHUYLFHV�ODZ�

2WKHU�0HPEHU� 6WDWHV�� LQFOXGLQJ� 3RUWXJDO�� %HOJLXP� DQG� WKH� 1HWKHUODQGV�� KDYH� UHYLHZHG
WKHLU� V\VWHPV� DQG� RSWHG� WR� UHWDLQ� VHFWRUDO� UHJXODWLRQ� DQG� SXW� PHFKDQLVPV� LQ� SODFH� IRU
LQFUHDVHG�FRRSHUDWLRQ��,Q�WKH�1HWKHUODQGV�WKLV� WDNHV�WKH�IRUP�RI�D�FRQVXOWDWLYH�ERG\�� WKH
&RXQFLO� RI�)LQDQFLDO� 6XSHUYLVRUV�� EULQJLQJ� WRJHWKHU� WKH� EDQNLQJ�� LQVXUDQFH� DQG� VHFXULWLHV
VXSHUYLVRUV�� 6LPLODUO\� LQ� )LQODQG�� WKH� ,QVXUDQFH� 6XSHUYLVLRQ� $XWKRULW\� DQG� WKH� )LQDQFLDO
6XSHUYLVLRQ�$XWKRULW\�FRRSHUDWH�FORVHO\�DQG�KDYH�ODUJHO\�RYHUODSSLQJ�ERDUGV��DQG�3RUWXJDO
KDV�FUHDWHG�WKH�1DWLRQDO�&RXQFLO�RI�)LQDQFLDO�6XSHUYLVRUV�

%R[����� &RQVXPHU�FRQILGHQFH�LQ�ILQDQFLDO�VHUYLFHV
$V�PRUH�DQG�PRUH�LQGLYLGXDOV�DUH�EHFRPLQJ�DFWLYH�DV�PLQRULW\�VKDUHKROGHUV�DQG�LQYHVWRUV�LQ�IXQGV��WKHUH�LV
DQ� LQFUHDVLQJ� FRQVXPHU� GHPDQG� IRU� LQYHVWPHQW� VHUYLFHV��0HDVXUHV� WR� LQFUHDVH� FRQVXPHU� FRQILGHQFH� LQ� ILQDQFLDO
VHUYLFHV�KDYH�EHHQ�LPSOHPHQWHG�LQ�D�QXPEHU�RI�FRXQWULHV��2QH�DLP� LV� WR�HQVXUH� LQYHVWRU�SURWHFWLRQ� WKURXJK
LPSURYHPHQWV� WR� WKH� UHJXODWRU\� IUDPHZRUN�� )RU� H[DPSOH�� D� NH\� DLP� RI� WKH� )UHQFK� 1HZ� (FRQRPLF
5HJXODWLRQV� %LOO� LV� JUHDWHU� WUDQVSDUHQF\� WR� LPSURYH� LQYHVWRU� FRQILGHQFH�� 7KH� 8.� )LQDQFLDO� 6HUYLFHV� DQG
0DUNHWV� $FW� VHWV� RXW� D� VWDWXWRU\� FRQVXPHU�SURWHFWLRQ� REMHFWLYH� IRU� WKH� )LQDQFLDO� 6HUYLFHV� $XWKRULW\� DQG
HVWDEOLVKHV�D�VLQJOH�RPEXGVPDQ�WR�GHDO�ZLWK�FRQVXPHU�FRPSODLQWV��6LPLODUO\��'HQPDUN�LV�SODQQLQJ�WR�IXUWKHU
LPSURYH�WUDQVSDUHQF\�DQG�VWUHQJWKHQ�WKH�FRQVXPHU�SURWHFWLRQ�REMHFWLYH�RI�WKH�)LQDQFLDO�6HUYLFHV�$XWKRULW\�

7UDQVSDUHQF\�DQG�KLJK�UHSRUWLQJ�VWDQGDUGV�DUH�LPSRUWDQW�PHDQV�RI�DFKLHYLQJ�FRQILGHQFH�LQ�HTXLW\�PDUNHWV��,Q������
WKH�*HUPDQ�JRYHUQPHQW�SUHVHQWHG�D�GUDIW�SURSRVDO�IRU�D�QHZ�OHJDO�IUDPHZRUN�IRU�IDLU�DQG�WUDQVSDUHQW�WDNH�
RYHUV�� DQG�*UHHFH� LQWURGXFHG� VWULFWHU� UHTXLUHPHQWV� IRU� FRPSDQLHV� WR� EH� OLVWHG� DW� WKH� VWRFN� H[FKDQJH� DQG
UHJXODWLRQ�WR�LPSURYH�WKH�WUDQVSDUHQF\�RI�OLVWHG�FRPSDQLHV�

%HWWHU�FRUSRUDWH�JRYHUQDQFH��LPSRUWDQW�IRU�ILQDQFLDO�VWDELOLW\�DV�ZHOO�DV�LQ�RUGHU�WR�PDLQWDLQ�FRQILGHQFH��LV�KLJK�RQ
WKH� DJHQGD� LQ� VHYHUDO� 0HPEHU� 6WDWHV�� ,Q� *HUPDQ\� FRUSRUDWH� JRYHUQDQFH� LV� EHLQJ� FRQVLGHUHG� E\� D
&RPPLVVLRQ� RI� ([SHUWV� DQG� LQ� %HOJLXP� WKH� &RPSDQLHV� &RGH� LV� XQGHU� UHYLHZ� IROORZLQJ� WKH� UHSRUW� RI� D
&RPPLVVLRQ�RQ�&RUSRUDWH�*RYHUQDQFH��,Q�,UHODQG�DQ�2IILFH�RI�WKH�'LUHFWRU�RI�&RUSRUDWH�(QIRUFHPHQW�ZDV
HVWDEOLVKHG�WR�LPSURYH�WKH�VWDQGDUGV�RI�DGKHUHQFH�WR�FRPSDQ\�ODZ�E\�DFWLYH�HQIRUFHPHQW�
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7KH� RQOLQH� UHYROXWLRQ� RI� ILQDQFLDO� VHUYLFHV� FUHDWHV� D� SDUWLFXODU� QHHG� IRU� PRGHUQLVDWLRQ� RI� WKH
UHJXODWRU\�IUDPHZRUN��7KH�&RPPLVVLRQ�KDV�UHFHQWO\�LQ�LWV�FRPPXQLFDWLRQ�RQ�H�FRPPHUFH�DQG
ILQDQFLDO�VHUYLFHV�RXWOLQHG�WKH�DPHQGPHQWV�RI�WKH�UHJXODWRU\�DQG�OHJDO�IUDPHZRUN�WKDW�DUH
QHFHVVDU\� WR�ERRVW� LQWHUQHW�EDVHG� ILQDQFLDO� WUDQVDFWLRQV� LQ� WKH�(8��7KH� DPHQGPHQWV�ZLOO
SXW� WKH� UHJXODWRU\� IUDPHZRUN�RI� ILQDQFLDO� VHUYLFHV� LQ� OLQH�ZLWK� WKH�H�FRPPHUFH�GLUHFWLYH�
ZKLFK�VKRXOG�EH�LPSOHPHQWHG�E\�0HPEHU�6WDWHV�EHIRUH�WKH�HQG�RI�������&RUUHVSRQGLQJ�WR
WKH�WLPHIUDPH�RI�WKH�)LQDQFLDO�6HUYLFHV�$FWLRQ�3ODQ��WKH�GHDGOLQH�IRU�DFWLRQ�LV������

5HVWUXFWXULQJ�LQ�ILQDQFLDO�VHUYLFHV�VHFWRU
2YHU�WKH�SDVW�\HDU�WKHUH�KDV�EHHQ�DQ�LQFUHDVH�LQ�FURVV�ERUGHU�DQG�SDQ�(XURSHDQ�DFWLYLW\�
DLGHG�E\�WKH�LQWURGXFWLRQ�RI�WKH�HXUR��7KH�SURFHVV�RI�VWRFN�H[FKDQJH�DQG�FOHDULQJ�KRXVH�PHUJHUV
DQG�LQFUHDVHG�FRRSHUDWLRQ�EHWZHHQ�VWRFN�H[FKDQJHV�KDV�FRQWLQXHG�DOORZLQJ�ELJJHU�PDUNHWV
IRU�H[LVWLQJ�VWRFN��7KUHH�PDMRU�DJUHHPHQWV�LQ������FDQ�EH�QRWHG�

• 7KH� PHUJHU� EHWZHHQ� WKH� )UHQFK�� 'XWFK� DQG� %HOJLDQ� VWRFN� H[FKDQJHV� WR� FUHDWH
(8521(;7��7KH�KDUPRQLVDWLRQ�RI�WUDGH�DQG�OLVWLQJ�UHTXLUHPHQWV�DQG�GHYHORSPHQW
RI�D�FRPPRQ�WUDGLQJ�SODWIRUP�ZLOO�IROORZ��6XSHUYLVRUV�IURP�WKH�FRXQWULHV�LQYROYHG�ZLOO
EH�UHTXLUHG�WR�ZRUN�FORVHO\�WRJHWKHU��/X[HPERXUJ·V�VWRFN�H[FKDQJH�KDV�VLJQHG�D�FURVV�
DFFHVV�DJUHHPHQW�ZLWK�(8521(;7�DQG�WKH�3RUWXJXHVH�VHFXULWLHV�PDUNHW� IRUHVHHV�D
PHUJHU�LQ�WKH�IXWXUH�

• 7KH� VWUDWHJLF� DOOLDQFH� EHWZHHQ� WKH� $XVWULDQ� VWRFN� H[FKDQJH� DQG� 'HXWVFKH� %|UVH� WR
LPSOHPHQW� WKH� ;(75$� HOHFWURQLF� WUDGLQJ� V\VWHP�� 7KH� ;(75$� WUDGLQJ� V\VWHP� ZDV
ODXQFKHG�RQ�WKH�,ULVK�6WRFN�([FKDQJH�LQ�-XQH������

• 7KH� FRPPRQ� 6FDQGLQDYLDQ� VHFXULWLHV� PDUNHW� �125(;��� IRXQGHG� LQ� ����� DV� D
SDUWQHUVKLS�EHWZHHQ�&RSHQKDJHQ�DQG�6WRFNKROP�VWRFN�H[FKDQJHV��ZDV� MRLQHG�E\� WKH
,FHODQGLF�DQG�2VOR�VWRFN�H[FKDQJHV�GXULQJ�������([SHULHQFH�KDV�VKRZQ�WKDW�WKH�QHZ
WUDGLQJ�V\VWHP�KDV�EURXJKW�DERXW� ODUJHU�YROXPHV�RI� WUDGH�DQG�D�PDUNHG�UHGXFWLRQ� LQ
ELG�DVN�VSUHDG�

7KH� EDQNLQJ� VHFWRU� KDV� FRQWLQXHG� WR� GLVSOD\� D� KLJK� DQG� LQ� VRPH� FDVHV� LQFUHDVLQJ
FRQFHQWUDWLRQ� DQG� FURVV�ERUGHU� RZQHUVKLS� LQ� VSHFLILF� 0HPEHU� 6WDWHV�� D� IHDWXUH� ZKLFK
UHTXLUHV� DQ�DSSURSULDWH� UHVSRQVH� IURP� ILQDQFLDO� VXSHUYLVRUV��)RU�H[DPSOH�� LQ� UHVSRQVH� WR
WKH� PHUJHU� RI� 8QLEDQN� IURP� 'HQPDUN� ZLWK� 1RUGEDQNHQ� IURP� 6ZHGHQ�)LQODQG� WKH
'DQLVK��)LQQLVK�DQG�6ZHGLVK�ILQDQFLDO�VXSHUYLVRUV�VLJQHG�D�FRRSHUDWLRQ�DJUHHPHQW�

$� FRQWUDVWLQJ� IHDWXUH� LQ� WKH� EDQNLQJ� VHFWRU� KDV� EHHQ� WKH� FRQWLQXHG� SULYDWLVDWLRQ
SURJUDPPHV��2YHU� WKH�SDVW� \HDU�*RYHUQPHQW� VWDNHV�ZHUH� VROG� LQ� WKH�+HOOHQLF� ,QGXVWULDO
EDQN�DQG�$JULFXOWXUDO�%DQN�RI�*UHHFH��%DQFR�GL�1DSROL�RI�,WDO\��,&&�DQG�76%�RI�,UHODQG
DQG�%DQTXH�+HUYHW�RI�)UDQFH�

&DSLWDO�IRU�HQWHUSULVH
7KH�QHHG�WR�HQVXUH�VXIILFLHQW�DFFHVV�WR�FDSLWDO�IRU�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV�LV�DQ
LPSRUWDQW� DVSHFW� RI� WKH� /LVERQ� VWUDWHJ\�� ,Q� WKLV� UHVSHFW� WKH� FRQWLQXHG� EXR\DQF\� LQ� WKH
YHQWXUH�FDSLWDO�PDUNHW�DFURVV�(XURSH�LV�HQFRXUDJLQJ��$�VSHFLILF�QHHG�KDV�EHHQ�LGHQWLILHG�IRU
VXSSO\�RI�YHQWXUH�FDSLWDO��HVVHQWLDO�WR�WKH�JURZWK�RI�60(V��,Q�DGGLWLRQ�WR�WKH�ODUJHU�PDUNHWV
VXFK�DV�WKH�*HUPDQ�1HXH�0DUNW�DQG�,WDOLDQ�1XRYR�0HUFDWR�� VPDOOHU�PDUNHWV�KDYH�EHHQ
HVWDEOLVKLQJ�VSHFLILF� OLVWLQJV�IRU�KLJK�WHFK�RU�KLJK�JURZWK�FRPSDQLHV��'HYHORSPHQWV�KDYH
LQFOXGHG� WKH� ,7(4�PDUNHW� LQ� ,UHODQG�� WKH�*URZWK�0DUNHWV� LQ�&RSHQKDJHQ� DQG�+HOVLQNL
DQG� WKH� 1(;$� PDUNHW� IRU� 60(V� LQ� *UHHFH�� 7KH� 6SDQLVK� ,%(;� 1XHYR� 0HUFDGR� KDV
GRXEOHG�WKH�QXPEHU�RI�FRPSDQLHV�OLVWHG�IURP�PLG������WR�PLG������



��

6HYHUDO�0HPEHU�6WDWHV�LQWURGXFHG�QHZ�RU�LQFUHDVHG�GLUHFW�DQG�LQGLUHFW�VXSSRUW�PHDVXUHV�WR
HQFRXUDJH� YHQWXUH� FDSLWDO� LQYHVWPHQWV�� 7KH� DLP� LV� IRU� JRYHUQPHQWV� WR� SOD\� D� UROH� DV� D
FDWDO\VW��([DPSOHV�LQFOXGH�

• $XVWULD� KDV� LQWURGXFHG� VWRFN� RSWLRQV� DW� D� SUHIHUHQWLDO� WD[� UDWH� DQG� WKH� WKUHVKROG� IRU
SUHIHUHQWLDO�WD[�WUHDWPHQW�RI�HPSOR\HHV·�VKDUHV�KDV�EHHQ�GRXEOHG�DV�RI�������7KH�VWRFN
H[FKDQJH�WXUQRYHU�WD[�ZDV�DEROLVKHG�LQ�2FWREHU�������9HQWXUH�FDSLWDO�LV�DOVR�IRVWHUHG
E\�VHYHUDO�JXDUDQWHH�VFKHPHV�ZLWK�XS�WR����SHU�FHQW�RI�WKH�FDSLWDO�

• $�'DQLVK�FUHGLW�JXDUDQWHH�VFKHPH�WKDW�JXDUDQWHHV�XS�WR����SHU�FHQW�RI�D�ORDQ�DQG�WKH
FUHDWLRQ�RI�D�VSHFLDO�LQQRYDWLRQ�IXQG�

• ,Q� )LQODQG�� D� VWDWH�RZQHG� YHQWXUH� FDSLWDO� FRPSDQ\� LV� SODQQLQJ� WR� ODXQFK� D� QHZ
ILQDQFLDO�LQVWUXPHQW�WDUJHWHG�DW�DFFHOHUDWLQJ�WKH�JURZWK�RI�EXVLQHVV�LQFXEDWRUV�ZRUNLQJ
LQ� NQRZOHGJH�EDVHG� HQYLURQPHQWV��7KH� YHQWXUH� FDSLWDO� DUP� RI� 6,75$�� D� IRXQGDWLRQ
XQGHU�WKH�)LQQLVK�3DUOLDPHQW��DQG�WKH�7HFKQRORJ\�'HYHORSPHQW�&HQWUH�DUH�SODQQLQJ
WR� ILQDQFH� VSLQ�RIIV� IURP� WKH�1DWLRQDO�7HFKQRORJ\�3URJUDPPHV� DQG� WR�PDWFK� WKHP
ZLWK�LQYHVWPHQWV�RI�EXVLQHVV�DQJHOV�

• )UDQFH� LV� SXUVXLQJ� D� VWUDWHJ\� RI� UHGXFLQJ� WKH� FRVW� RI� VWDUWLQJ� D� FRPSDQ\� DQG�KDV� DV
*HUPDQ\��,UHODQG�DQG�6SDLQ�UHGXFHG�WKH�FRUSRUDWH�WD[�UDWH�IRU�60(V�

• ,WDO\�UHGXFHG�WD[DWLRQ�RQ�FDSLWDO�JDLQV�IRU�TXDOLILHG�VKDUHKROGLQJ�E\�´FORVHG�IXQGVµ�
• ���� PLOOLRQ� ILQDQFLQJ� IRU� 60(V� ´,QFHQWLYH� 6\VWHP� IRU� 6PDOO� (QWHUSHQHXUVKLS

,QLWLDWLYHVµ��6,3,(��KDV�EHHQ�PDGH�DYDLODEOH�LQ�3RUWXJDO�ZLWK����SHU�FHQW�ORVV�FRYHUDJH
E\� WKH� VWDWH�� $� VLPLODU� ������ ´1HZ� (FRQRP\� )XQGµ� VFKHPH� KDV� EHHQ� VHW� XS� LQ
*UHHFH�

• ,Q�WKH�1HWKHUODQGV�FRQGLWLRQV�IRU�VWDWH�JXDUDQWHHG�ORDQV�DUH�EHLQJ�DGMXVWHG�WR�PDNH�LW
HDVLHU� IRU� VWDUWXSV� WR� VDWLVI\� WKH� FULWHULD�� 7KH�1HWKHUODQGV� KDV� DOVR� HVWDEOLVKHG� D� OLIH
VFLHQFHV�SDUWLFLSDWLRQ�IXQG�WR�LQFUHDVH�WKH�QXPEHU�RI�OLIH�VFLHQFH�VWDUW�XSV�

• 6SDLQ�KDV�LQWURGXFHG�D�FUHGLW�IDFLOLW\�IRU�VPDOO�LQQRYDWLYH�FRPSDQLHV�
• 8.�KDV�UHGXFHG�FDSLWDO�JDLQV�WD[�RQ�EXVLQHVV�DVVHWV�DQG� LV�FUHDWLQJ�D�UDQJH�RI�SXEOLF

SULYDWH�SDUWQHUVKLSV�WR�ERRVW�YHQWXUH�FDSLWDO�IXQGLQJ�

,W� LV� LPSRUWDQW� WKDW�VXFK�VFKHPHV�DUH�DGHTXDWHO\�DVVHVVHG�WR�HQVXUH�WKH\�DUH�DGGUHVVLQJ�D
UHDO�PDUNHW�IDLOXUH�DQG�WKDW�WKH�FULWHULD�IRU�HOLJLELOLW\�DUH�VXLWDEO\�WDUJHWHG�VR�DV�WR�PD[LPLVH
HIIHFWLYHQHVV��,W�DOVR�QHHGV�WR�EH�UHFRJQLVHG�WKDW�SURYLGLQJ�FDSLWDO�LV�LQ�LWVHOI�QRW�HQRXJK�WR
IRVWHU� DQ� HQWUHSUHQHXULDO� EXVLQHVV� HQYLURQPHQW��7KHUH� DUH� FDVHV�ZKHUH� WKHUH� LV� D� ODFN� RI
FRPSDQLHV� WR� LQYHVW� LQ� UDWKHU� WKDQ�D� ODFN�RI� FDSLWDO�� DQG�SURYLGLQJ� VXSSRUW�PHDVXUHV� IRU
YHQWXUH� FDSLWDO� IXQGLQJ� LV� QRW� D� VXEVWLWXWH� IRU� FRPSHWHQW� FRPSDQLHV�� 0RUHRYHU�
HQWUHSUHQHXUV� LQ� WKH� HDUO\� VWDJHV� QRW� RQO\� QHHG� FDSLWDO�� EXW� PRUH� IUHTXHQWO\� FRPSHWHQW
FDSLWDO�� 7KLV� PHDQV� WKDW� WKRVH� ZKR� ILQDQFH� HDUO\�VWDJH� GHYHORSPHQW�� VXFK� DV� EXVLQHVV
DQJHOV�� DOVR� EULQJ� FRPSHWHQFLHV� RQ� KRZ� WR� UXQ� D� EXVLQHVV� WR� WKH� HQWUHSUHQHXUV�� 7KLV
UHTXLUHV�DGHTXDWH�LQIRUPDWLRQ�IORZV�DQG�EXVLQHVV�VNLOOV�WUDLQLQJ�

2YHU�WKH�FRXUVH�RI�WKH�\HDU�SHQVLRQ�UHIRUP�KDV�FRQWLQXHG�WR�DFW�DV�D�VSXU�WR�FDSLWDO�PDUNHW
GHYHORSPHQW��$Q\�JHQHUDO�UHGXFWLRQ�LQ�UHVWULFWLRQV�RQ�SHQVLRQ�IXQG�SRUWIROLR�LQYHVWPHQW�UXOHV
DOOLHG� WR� DQ� RYHUDOO� JURZWK� LQ� VHFRQG� SLOODU� SHQVLRQ� VFKHPHV� ZLOO� FRQWLQXH� WR� SURPRWH
JURZWK� LQ� HTXLW\� PDUNHWV�� 7KLV� KDV� EHHQ� ZLWQHVVHG� LQ� 'HQPDUN� ZKHUH� OLPLWV� RQ� HTXLW\
KROGLQJV�ZHUH�UHSODFHG�ZLWK�PRUH�IOH[LEOH�UXOHV�EDVHG�RQ�WKH�SUXGHQWLDO�SULQFLSOH��6LPLODU
GHYHORSPHQWV�ZHUH�H[SHULHQFHG�ZLWK� WKH� LQWURGXFWLRQ�RI� WKH� IXOO\� IXQGHG�HOHPHQW� LQ� WKH
6ZHGLVK�SHQVLRQ�V\VWHP��7KLV�DOORZV�LQGLYLGXDOV�WR�VHOHFW�IXQG�PDQDJHUV�DQG�KDV�UHVXOWHG
LQ�DQ�LQFUHDVHG�GHPDQG�IRU�LQYHVWPHQW�PDQDJHPHQW�VHUYLFHV��,Q�WKH�8.�WKH�LQWURGXFWLRQ



��

RI�VWDNHKROGHU�SHQVLRQV�LV�VHW�WR�JLYH�XS�WR���PLOOLRQ�SHRSOH�WKH�RSWLRQ�RI�D�IXQGHG�SHQVLRQ
IRU�WKH�ILUVW�WLPH��3HQVLRQ�DQG�LQYHVWPHQW�UHIRUP�RQ�WKHVH�OLQHV�LV�RQ�WKH�DJHQGD�LQ�VHYHUDO
(XURSHDQ�FRXQWULHV��LQFOXGLQJ�*HUPDQ\�DQG�)UDQFH�

�����/DERXU�PDUNHWV�DQG�WD[�EHQHILW�V\VWHPV

5HFHQW�ODERXU�PDUNHW�GHYHORSPHQWV
$OPRVW�DOO�0HPEHU�6WDWHV�KDYH�H[SHULHQFHG�LPSRUWDQW�LQFUHDVHV�LQ�HPSOR\PHQW�UDWHV�DQG
GHFUHDVLQJ�XQHPSOR\PHQW�UDWHV�VLQFH�������FI��WDEOH�����

7DEOH������.H\�ODERXU�PDUNHW�ILJXUHV
(PSOR\PHQW�UDWH� (PSOR\PHQW

JURZWK�

8QHPSOR\PHQW�UDWH�

���� ����� ��������� ���� ���� &KJ�������
���������������������������������������3HU�FHQW��������������������������������������� ��3FW�SRLQWV��

$XVWULD������������� 67.3 69.2 3.6 4.3 3.4 -0.9
%HOJLXP����������� 56.3 60.9 4.7 9.7 8.5 -1.2
'HQPDUN��������� 74.0 76.4 5.1 6.8 4.9 -1.9
)LQODQG������������ 60.5 68.1 9.8 14.6 9.8 -4.8
)UDQFH ������������� 59.7 61.7 5.3 12.4 9.5 -2.9
*HUPDQ\��������� 64.1 66.0 3.3 8.9 8.3 -0.6
*UHHFH������������� 54.9 55.4 3.6 9.6 11.25 1.6
,UHODQG������������� 54.9 65.6 23.9 11.7 4.5 -7.2
,WDO\������������������ 50.6 53.4 4.0 11.7 10.5 -1.2
/X[HPERXUJ �� 59.1 61.6 21.4 3.0 2.2 -0.8
1HWKHUODQGV���� 65.4 72.7 12.4 6.3 2.65 -3.7
3RUWXJDO ���������� 62.3 68.1 7.9 7.3 4.2 -3.1
6SDLQ���������������� 46.6 54.7 13.8 22.2 14.2 -8.0
6ZHGHQ������������ 69.7 72.2 4.7 9.6 5.9 -3.7
8.������������������� 68.7 71.2 5.4 8.2 5.6 -2.6
(8 ������������������� 59.9 63.3 5.8 10.8 8.4 -2.4
86$����������������� 72.9 73.97 7.0 5.4 4.0 -1.4
-DSDQ� �������������� 69.5 68.97 -0.2 3.4 4.7 1.3
�� (XURVWDW��7RWDO�HPSOR\PHQW�LQ�SHU�FHQW�RI�SRSXODWLRQ�������
�� (VWLPDWHV�
�� (XURVWDW�DQG�IRUHFDVWV�IRU������IURP�(XURSHDQ�(FRQRP\�$XWXPQ������
�� (XURVWDW��6WDQGDUGLVHG�UDWHV�LQ�SHU�FHQW�RI�ODERXU�IRUFH��(VWLPDWHV�IRU������
�� (XURSHDQ�(FRQRP\�$XWXPQ�������)RUHFDVWV�
�� 2(&'�(PSOR\PHQW�2XWORRN��-XQH�������DQG�2(&'�(FRQRPLF�2XWORRN��-XQH������
�� �����

7KLV�LPSURYHPHQW�LV�SDUWO\�GXH�WR�ORZHU�F\FOLFDO�XQHPSOR\PHQW�DV�WKH�LQLWLDO�VODFN�LQ�ODERXU
PDUNHWV�KDV�EHHQ�DEVRUEHG�DQG�SDUWO\�D�UHGXFWLRQ�RI�VWUXFWXUDO�XQHPSOR\PHQW��DV�LQGLFDWHG
E\�WKH�ORZ�DQG�VWDEOH�ZDJH�DQG�SULFH�LQIODWLRQ�VWLOO�SUHVHQW�LQ�PRVW�FRXQWULHV��FI��FKDSWHU���

/DERXU�PDUNHW� VWUXFWXUHV� DUH� DIIHFWHG� E\� D� ODUJH� YDULHW\� RI� SROLF\� IDFWRUV� VXFK� DV� GLUHFW
HFRQRPLF� LQFHQWLYHV�HPERGLHG� LQ�EHQHILW� DQG� WD[� V\VWHPV�� HOLJLELOLW\� DQG�DYDLODELOLW\� UXOHV
DQG�DGPLQLVWUDWLRQ�RI�EHQHILWV�� WKH�HIIHFWLYHQHVV�RI� WKH�SXEOLF�HPSOR\PHQW�VHUYLFHV�� UXOHV
IRU�HPSOR\PHQW�SURWHFWLRQ�DQG�UHJXODWLRQ�� WKH�TXDOLW\�DQG�FRPSRVLWLRQ�RI�HGXFDWLRQ�DQG
WUDLQLQJ�� ZDJH� V\VWHPV� LQFOXGLQJ� ZDJH� FRRUGLQDWLRQ� DV� ZHOO� DV� VSLOO�RYHU� HIIHFWV� IURP
SURGXFW�PDUNHWV�� KRXVLQJ�SROLFLHV� DIIHFWLQJ�PRELOLW\�� FKLOG�FDUH� DQG� WKH� DELOLW\� RI�PDFUR�
HFRQRPLF�SROLFLHV� WR� VXVWDLQ� VWDEOH� DQG�QRQ�LQIODWLRQDU\�JURZWK��2WKHU� LPSRUWDQW� IDFWRUV
IRU� ODERXU� PDUNHW� RXWFRPHV� DUH� OHVV� RU� QRW� DW� DOO� DIIHFWHG� E\� FXUUHQW� SROLFLHV�� VXFK� DV
K\VWHUHVLV�HIIHFWV�IURP�KLJK�XQHPSOR\PHQW�LQ�WKH�SDVW��GHPRJUDSKLF�FKDQJHV��VNLOO�ELDVHG
WHFKQRORJLFDO�FKDQJHV�DQG�VKLIWV�LQ�WKH�FRPSRVLWLRQ�RI�GHPDQG�IRU�JRRGV�DQG�VHUYLFHV�
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5HIRUPV��PRVW�IUHTXHQWO\�RI�D�VPDOO�DQG�JUDGXDO�QDWXUH��KDYH�WDNHQ�SODFH�LQ�PDQ\�RI�WKHVH
DUHDV�LQ�HDFK�0HPEHU�6WDWH��,W�LV�WKXV�QRW�SRVVLEOH�WR�SURYLGH�RQH�VLQJOH�H[SODQDWLRQ�IRU�WKH
UHGXFWLRQ�RI�VWUXFWXUDO�XQHPSOR\PHQW�LQ�UHFHQW�\HDUV�

7KH� IROORZLQJ� VHFWLRQV� FRQFHQWUDWH� RQ� UHFHQW� UHIRUPV� LQ� WD[�EHQHILW� V\VWHPV� DQG� ODERXU
PDUNHW� LQVWLWXWLRQV� DV� WKH� FRXQWU\� UHYLHZV� IRFXVHG� RQ� WKHVH� DUHDV��$V� ODERXU�PDUNHWV� LQ
DOPRVW� DOO�0HPEHU� 6WDWHV� DUH� WLJKWHU� WKDQ� EHIRUH�ZLWK� VNLOO�VKRUWDJHV�� DQG� LQ� VRPH� FDVHV
JHQHUDO�VKRUWDJHV��WKH�QHHG�WR�LQFUHDVH�ODERXU�VXSSO\�LV�EHFRPLQJ�PRUH�XUJHQW�

7D[�UHIRUPV
6HYHUDO�0HPEHU�6WDWHV�DQQRXQFHG�RU�OHJLVODWHG�WD[�UHIRUP�LQLWLDWLYHV�LQ�������RI�ZKLFK�WKH
UHIRUP� LQ�*HUPDQ\� LV� WKH�PRVW� VLJQLILFDQW� LQ�VFRSH�DQG� WKH�VL]H�RI� UDWH� UHGXFWLRQV��$OVR
$XVWULD��)UDQFH��,UHODQG��,WDO\��/X[HPERXUJ�DQG�WKH�1HWKHUODQGV�GHFLGHG�XSRQ�WD[�UHIRUPV
LQ� ������ (YHQ� WKRXJK� WKH� RYHUDOO� WD[� EXUGHQ� RQ� ODERXU� LV� VWLOO� KLJK� FRPSDUHG� WR� RWKHU
LQGXVWULDOLVHG�FRXQWULHV��WKH�WUHQG�LQ�UHFHQW�\HDUV�WRZDUGV�GHFUHDVLQJ�WKH�WD[�EXUGHQ��LQ�SDUWLFXODU�RQ
ORZ�ZDJH�HDUQHUV��FRQWLQXHG�

,QFOXGLQJ� LPSOHPHQWHG�DQG� OHJLVODWHG� WD[� UHIRUPV� VLQFH�������DOPRVW� DOO�0HPEHU�6WDWHV� KDYH
UHIRUPHG� LQFRPH� WD[�DQG�RU� VRFLDO� VHFXULW\� V\VWHPV��7KH�GLUHFWLRQ�RI� FKDQJH�KDV� DOPRVW�ZLWKRXW
H[FHSWLRQ�PDGH�D�SRVLWLYH�FRQWULEXWLRQ�WR�WKH�LQFHQWLYHV�WR�KLUH�DQG�VHHN�ZRUN��,Q�JHQHUDO�
WKH� VL]H� RI� WD[� UHGXFWLRQV� KDV� EHHQ�PRGHUDWH� ²� WKH� H[FHSWLRQV� EHLQJ�*HUPDQ\�� ,UHODQG�
,WDO\�DQG�6SDLQ�ZKHUH�UDWH�UHGXFWLRQV�DUH�VLJQLILFDQW�²�LQ�OLQH�ZLWK�EXGJHWDU\�UHVWUDLQW��DQG
GXH� WR� WKH� QHHG� WR� SUHSDUH� IRU� IXWXUH� LQFUHDVHV� LQ� SXEOLF� H[SHQGLWXUHV� UHODWHG� WR� DJHLQJ�
6RPH�ILQDQFLQJ�KDV�EHHQ�IRXQG�ZLWKLQ�WKH�ZLGHU�WD[�V\VWHP��H�J��E\�EURDGHQLQJ�WD[�EDVHV
DQG�UDLVLQJ�LQGLUHFW�WD[HV��ZKLFK�GHSHQGLQJ�RQ�WKH�H[DFW�PHDVXUHV�WR�VRPH�H[WHQW�PD\�KDYH
UHGXFHG� WKH� VL]H� RI� WKH� EHQHILFLDO� ODERXU� PDUNHW� HIIHFWV�� 7KH� RYHUDOO� HIIHFW� RQ� ODERXU
PDUNHWV�RI� WKH� WD[� UHIRUPV� LV�SRVLWLYH� LQ�DOO�FRXQWULHV��+RZHYHU�� WKH�VL]H�RI� WKHVH�HIIHFWV
VKRXOG�QRW�E\�RYHUHVWLPDWHG�

7KHUH� PLJKW� H[LVW� VRPH� FRQFHUQV� UHJDUGLQJ� WKH� ULVN� WKDW� XQGHU�ILQDQFHG� WD[� UHIRUPV
FRQWULEXWH� WR� D� SUR�F\FOLFDO� ILVFDO� VWDQFH� LQ� WKH� FRQWH[W� RI� PDFURHFRQRPLF� GHPDQG�
+RZHYHU�� FRPSDUHG�ZLWK� WKH� SDWWHUQ� RI� SUR�F\FOLFDO� ILVFDO� SROLFLHV� LQ� WKH� ODWH� ����V�� WKH
FXUUHQW�WD[�FXWV�DUH�PRGHVW��LPSO\LQJ�DQ�DYHUDJH�UHGXFWLRQ�LQ�WKH�VWUXFWXUDO�EXGJHW�VXUSOXV
RI�DSSUR[LPDWHO\�ó�SHU�FHQW�RI�*'3�EHWZHHQ������DQG�������� ,Q�FRQWUDVW�� IRU� LQVWDQFH�
EHWZHHQ������DQG������WKH�VWUXFWXUDO�EXGJHW�EDODQFH�LQ�WKH�(XUR�DUHD�ZRUVHQHG�E\���SHU
FHQW� RI� *'3�� $OVR�� FXUUHQW� SROLF\� LQLWLDWLYHV� UHPDLQ� IRFXVHG� RQ� LPSURYLQJ� VWUXFWXUDO
FRQGLWLRQV� DQG� KHQFH� PD\� WR� VRPH� H[WHQW� PLWLJDWH� WKH� LPSDFW� RQ� JRYHUQPHQW� ILQDQFHV
WKURXJK�LQFUHDVHG�ODERXU�IRUFH�SDUWLFLSDWLRQ�DQG�DYHUDJH�ZRUN�KRXUV��:KLOH�D�SUR�F\FOLFDO
ILVFDO� VWDQFH� LV� DQ� LPSRUWDQW� ULVN� LQ� VRPH� FRXQWULHV�� ORQJ�WHUP� VXVWDLQDELOLW\� RI� SXEOLF
ILQDQFHV�LV�RI�PRUH�JHQHUDO�FRQFHUQ�

$�ODUJHO\�TXDOLWDWLYH�DVVHVVPHQW�RI�WKH�LVRODWHG�HIIHFWV�RI�WD[�DQG�VRFLDO�VHFXULW\�UHIRUPV�KDV
EHHQ�PDGH�� FI�� WDEOH� ����� 7KH� DVVHVVPHQW� LQFOXGHV� UHIRUPV� LPSOHPHQWHG� RU� GHFLGHG� XSRQ
VLQFH������DQG�DFFRXQWV�IRU�WKH�LPSDFW�RI�UHIRUPV�WKDW�ZLOO�RQO\�EH�IXOO\�SKDVHG�LQ�GXULQJ
WKH�FRPLQJ�\HDUV��&KDQJHV�LQ�EHQHILW�V\VWHPV�DUH�QRW�LQFOXGHG��WKHUH�DUH�IHZ�VXFK�FKDQJHV
ZLWKLQ� WKH� SHULRG� FRQVLGHUHG��� 7KHUH� LV� D� JHQHUDO� ODFN� RI� FRPSUHKHQVLYH� TXDQWLWDWLYH
LQIRUPDWLRQ�RQ�WD[�UHIRUPV�LQ�0HPEHU�6WDWHV�

������������������������������������������������
��7KH�VPDOOHU�H[WHQW�RI�UHFHQW�WD[�UHIRUPV�GRHV�DOVR�UHIOHFW�WKH�ILVFDO�FRPPLWPHQWV�ODLG�GRZQ�LQ�WKH�*URZWK
DQG�6WDELOLW\�3DFW�
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7DEOH������,PSOHPHQWHG�DQG�OHJLVODWHG�UHIRUPV�RI�LQFRPH�WD[�DQG�VRFLDO�VHFXULW\
3RVLWLYH�ODERXU�PDUNHW�HIIHFWV�DW� 'HPDQG �������������������������6XSSO\�������������������������

&XPXODWHG�HIIHFWV�VLQFH�����
8QHPSOR\PHQW

WUDS
3RYHUW\�WUDS
�ORZ�LQF��

,Q�JHQHUDO

,QG��ODERXU�FRVWV��HPSOR\HUV�66&�

���*HQHUDO
• $XVWULD 6PDOO
• %HOJLXP 0RGHUDWH
• )LQODQG 1HJOLJLEOH
• *HUPDQ\ 1HJOLJLEOH
• ,UHODQG 1HJDWLYH
• 6ZHGHQ 1HJOLJLEOH
• 8. 1HJOLJLEOH

���/RZ�LQFRPH
• )UDQFH 0RGHUDWH
• 1HWKHUODQGV 1HJOLJLEOH
• *UHHFH 6PDOO

,QFRPH�WD[��PDUJLQDO�UDWHV
• $XVWULD 6PDOO
• %HOJLXP 6PDOO
• 'HQPDUN 6PDOO 6PDOO 1HJOLJLEOH
• )LQODQG 6PDOO 1HJOLJLEOH
• )UDQFH 0RGHUDWH 6PDOO
• *HUPDQ\ 6PDOO 0RGHUDWH 6LJQLILFDQW
• *UHHFH 6PDOO 6LJQLILFDQW
• ,UHODQG 6PDOO 6LJQLILFDQW 6LJQLILFDQW
• ,WDO\ 6PDOO 0RGHUDWH 0RGHUDWH
• /X[HPERXUJ 6PDOO 6LJQLILFDQW 6LJQLILFDQW
• 1HWKHUODQGV 6PDOO 6PDOO
• 3RUWXJDO 6PDOO 6PDOO
• 6SDLQ 6LJQLILFDQW
• 6ZHGHQ 6PDOO
• 8. 6LJQLILFDQW

,Q�ZRUN�EHQHILWV�RU�HPSOR\HHV�66&
• %HOJLXP 6PDOO
• )UDQFH 0RGHUDWH
• *UHHFH 0RGHUDWH
• ,UHODQG 0RGHUDWH
• 1HWKHUODQGV 0RGHUDWH
• 8. 6PDOO

1RWH� 7KH� WDEOH� DVVHVV� WKH� VL]H� RI� WD[� DQG� VRFLDO� VHFXULW\� FKDQJHV� DIIHFWLQJ� WKH� GLIIHUHQW� ODERXU�PDUNHW
IDFWRUV��7KH�HIIHFWV�RI�EHQHILW�UHIRUP�DUH�QRW�LQFOXGHG��7KH�RXWFRPH�LQ�WHUPV�RI�HPSOR\PHQW�LV�QRW
DVVHVVHG�� 7KH� VL]H� RI� LQGLFDWHG� HIIHFWV� UHIHUV� WR� UHGXFWLRQV� LQ� SHUFHQWDJH� SRLQWV� LQ� ZDJH� FRVWV�
UHSODFHPHQW�UDWHV�DQG�HIIHFWLYH�PDUJLQDO� WD[�UDWHV� UHVSHFWLYHO\��´8QHPSOR\PHQW� WUDSµ�UHIHUV� WR� WD[
FKDQJHV�DIIHFWLQJ�QHW�UHSODFHPHQW�UDWHV��´3RYHUW\�WUDSµ�UHIHUV�WR�WD[�FKDQJHV�DIIHFWLQJ�WKH�HIIHFWLYH
PDUJLQDO�WD[�UDWH�IRU�ORZ�HDUQLQJV��´,Q�JHQHUDOµ�UHIHUV�WR�WD[�FKDQJHV�DIIHFWLQJ�PDUJLQDO�WD[�UDWHV�IRU
DYHUDJH�DQG�RU�KLJK�HDUQLQJV��´6LJQLILFDQWµ�LPSOLHV�D�FKDQJH�LQ�SHUFHQWDJH�SRLQWV�DERYH���

$�QXPEHU�RI�FRXQWULHV�KDYH�UHGXFHG�HPSOR\HUV·�VRFLDO�VHFXULW\�FRQWULEXWLRQV�� LQFOXGLQJ�%HOJLXP�
)LQODQG�� )UDQFH�� *HUPDQ\�� *UHHFH� DQG� WKH� 1HWKHUODQGV�� DQG� VRPH� RI� WKHVH� UHGXFWLRQV
DGGUHVVHG� LQ� SDUWLFXODU� ORZ�LQFRPH� HDUQHUV�� ,Q� WKH� VKRUW� UXQ� WKHVH� FXWV� VWLPXODWH� ODERXU
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GHPDQG���7KH�LQFUHDVH�LQ�ODERXU�GHPDQG�LV�GXH�WR�D�VXEVWLWXWLRQ�HIIHFW�E\�HPSOR\HUV�IURP
FDSLWDO�WR�ODERXU�DQG�LQ�FDVH�RI�PHDVXUHV�WDUJHWHG�DW�ORZ�LQFRPHV�DOVR�VXEVWLWXWLRQ�WRZDUGV
ORZ�VNLOOHG�ZRUNHUV�

$OPRVW�DOO�0HPEHU�6WDWHV�KDYH�FXW�PDUJLQDO�UDWHV�LQ�LQFRPH�WD[�V\VWHPV��ZKLFK�LV�OLNHO\�WR�OHDG
WR� LQFUHDVHV� LQ� ODERXU� VXSSO\�� 6XFK� FXWV� LQFUHDVH� WKH� GLIIHUHQFH� EHWZHHQ� HDUQLQJV� DQG
EHQHILWV�DIWHU�WD[��LQFOXGLQJ�XQHPSOR\PHQW�DQG�RWKHU�EHQHILWV�VXFK�DV�HDUO\�UHWLUHPHQW�DQG
GLVDELOLW\��7KXV�D�FRQWULEXWLRQ�LV�PDGH�WR�UHGXFH�XQHPSOR\PHQW��DQG�SDUWLFLSDWLRQ��WUDSV�
ZKLFK�DUH�GXH� WR�VPDOO�GLIIHUHQFHV�EHWZHHQ� WDNH�KRPH�ZDJHV�DQG�EHQHILWV��+RZHYHU� WKLV
HIIHFW�LV�PRGHVW�DQG�UHTXLUHV�D�KLJK�GHJUHH�RI�WDUJHWLQJ�RI�WD[�FXWV�DW�LQFRPH�EUDFNHWV�MXVW
DERYH� WKH� OHYHO� RI� EHQHILWV�� 3RYHUW\� WUDSV� DUH� UHGXFHG� WR� WKH� H[WHQW� WKDW� ORZHU� UDWHV� DUH
WDUJHWHG�DW�ORZ�LQFRPH�OHYHOV�IDFLQJ�GLVLQFHQWLYHV�WR�PRYH�XS�WKH�HDUQLQJV�ODGGHU�

*HQHUDOO\��UHGXFHG�WD[�UDWHV�VWLPXODWH�WKH�LQFHQWLYH�WR�ZRUN�ORQJHU�KRXUV���PRYH�IURP�SDUW�
WLPH�WR�IXOO�WLPH�MREV�DQG�WR�VRPH�H[WHQW�UDLVH�ODERXU�IRUFH�SDUWLFLSDWLRQ��2WKHU�HIILFLHQF\
HIIHFWV�VXFK�DV�DQ�LQFUHDVHG�UHZDUG�WR�HGXFDWLRQ�DQG�XSZDUGV�HDUQLQJV�PRELOLW\�PD\�DGG�WR
WKLV�� ,Q�PRVW�0HPEHU�6WDWHV� WKH�VL]H�RI� WKH�PDUJLQDO� UDWH� UHGXFWLRQV� LV� IDLUO\� VPDOO��:LWK
UHVSHFW� WR�JHQHUDO�UHGXFHG�WD[�UDWHV�DW�DYHUDJH�RU�KLJKHU� LQFRPH�OHYHOV� WKH�UHGXFWLRQV�DUH
ODUJHVW�LQ�*HUPDQ\��,WDO\�DQG�6SDLQ�

6RPH�0HPEHU�6WDWHV�KDYH�LQWURGXFHG�WD[�FUHGLWV�RQ�HDUQHG�LQFRPH��ZKLOH�RWKHUV�KDYH�UHGXFHG
WKH� VRFLDO� VHFXULW\� FRQWULEXWLRQV� RI� HPSOR\HHV�� ZKLFK� LQ� ERWK� FDVHV� GLUHFWO\� UHGXFH� WKH
XQHPSOR\PHQW� WUDS��� ,I� VXFK� WD[� FUHGLWV� DUH� WDUJHWHG� DW� ORZ� LQFRPHV� E\�ZLWKGUDZLQJ� WKH
FUHGLW� DW� KLJKHU� LQFRPH� OHYHOV� SRYHUW\� WUDSV� DUH� RQ� WKH� RWKHU� KDQG� LQFUHDVHG�� 7KH
1HWKHUODQGV�KDV�DYRLGHG�WKLV�SUREOHP�E\�SURYLGLQJ�D�OXPS�VXP�WD[�FUHGLW�IRU�DOO�HDUQLQJV�
+RZHYHU��WKLV�VROXWLRQ�LV�PRUH�H[SHQVLYH�IRU�D�JLYHQ�UHGXFWLRQ�RI�WKH�XQHPSOR\PHQW�WUDS
DQG�GRHV�QRW� UHGXFH�PDUJLQDO� WD[� UDWHV��7KH�8.�KDV�PDGH�D� VLJQLILFDQW� UHGXFWLRQ�RI� WKH
ZLWKGUDZDO� UDWH�RI� WKH�HDUQHG� LQFRPH�WD[�FUHGLW��ZKLFK�UHGXFHV� WKH� ULVN�RI�SRYHUW\� WUDSV�
)UDQFH�ZLOO�LPSOHPHQW�D�WD[�FUHGLW�IRU�ODERXU�LQFRPH��SULPH�j�O·HPSORL��

,Q�WRWDO�DQG�RQ�DYHUDJH�WKH�UHIRUPV�LQ�0HPEHU�6WDWHV�DUH�HVWLPDWHG�WR�UHGXFH�WKH�PDUJLQDO
HIIHFWLYH�WD[�UDWH�RQ�ODERXU�LQFRPH�E\�����SHUFHQWDJH�SRLQWV�IRU� ORZ�DQG�DYHUDJH� LQFRPH
ZRUNHUV��7R�EH� VXVWDLQDEOH� WKHVH� LPSURYHPHQWV�KDYH� WR� UHO\� RQ� IXWXUH� FRQWURO� RI� SXEOLF
H[SHQGLWXUHV�DQG�PHDVXUHV�VXFK�DV�LPSURYHG�ODERXU�PDUNHW�SDUWLFLSDWLRQ�WR�DGGUHVV�ULVLQJ
DJH�UHODWHG�H[SHQGLWXUHV�DQG�SURYLGH�JHQHUDOO\�ODUJHU�WD[�EDVHV��,I�QRW�WKHUH�LV�D�ULVN�WKDW�WKH
JDLQV�LQ�WHUPV�RI�WD[�UHGXFWLRQV�PD\�EH�UHYHUVHG�LQ�WKH�ORQJHU�UXQ�

2WKHU�WD[�PHDVXUHV
6RPH�0HPEHU�6WDWHV�LQFOXGLQJ�$XVWULD��)LQODQG��*HUPDQ\��/X[HPERXUJ��WKH�1HWKHUODQGV
DQG�6ZHGHQ�KDYH�LQFUHDVHG�WKH�PLQLPXP�LQFRPH�H[HPSWHG�IURP�LQFRPH�WD[�RU�SURYLGHG
������������������������������������������������
��,Q�WKH�ORQJHU�UXQ�WKLV�LV�DOVR�WKH�FDVH�LI�ZDJHV�DQG�ZDJH�GLIIHUHQWLDOV�DUH�LQIOH[LEOH��2YHU�WLPH�WKH�LQFLGHQFH
RI� WKHVH� WD[�FXWV�PD\� LQ� WKH�FDVH�RI�PRUH� IOH[LEOH�ZDJHV� VKLIW� WR�HPSOR\HHV� DV�GLUHFW�ZDJH�FRVWV�� LQFOXGLQJ
WKRVH�RI�ZRUNHUV�PRVW� DIIHFWHG�E\� ORZHU� LQGLUHFW� ODERXU� FRVWV��PD\� JUDGXDOO\� JURZ�PRUH� WKDQ� WKH\�ZRXOG
RWKHUZLVH�KDYH�GRQH��,Q�WKLV�FDVH�WKH� ORQJ�UXQ�HIIHFW�FRPSDUHV�WR�D�UHGXFWLRQ�RI�HPSOR\HHV·�VRFLDO� VHFXULW\
FRQWULEXWLRQV� ��RU�D� UHGXFWLRQ�RI� LQFRPH�WD[HV� LI� LQFRPH�WUDQVIHUV�DUH� IXOO\�ZDJH�LQGH[HG�� ,Q� WKDW� FDVH�� WKH
ORQJ�UXQ�ODERXU�VXSSO\�HIIHFW�LV�LQVWHDG�SRVLWLYH��FI��WKH�GLVFXVVLRQ�EHORZ�
��/RZHU�PDUJLQDO� WD[�UDWHV� LQGXFH�VWURQJHU�ZRUN�HIIRUWV� WKURXJK�D�SRVLWLYH�VXEVWLWXWLRQ�RI�ZRUN�IRU� OHLVXUH�
EXW�LV�SDUWLDOO\�EDODQFHG�E\�DQ�LQFRPH�HIIHFW�UHGXFLQJ�WKH�QHHG�WR�ZRUN�WR�REWDLQ�D�JLYHQ�LQFRPH�WDUJHW�LI�WKH
WD[�UHIRUP�LV�QRW�IXOO\�ILQDQFHG�
��,Q�WKH�FDVH�RI�UHGXFLQJ�HPSOR\HHV·�VRFLDO�VHFXULW\�FRQWULEXWLRQV�VXFK�DQ�HIIHFW�UHTXLUHV�WKDW�XQHPSOR\PHQW
DQG�VRFLDO�EHQHILWV�DUH�QRW� UDLVHG�FRUUHVSRQGLQJO\��7KH� LPSRUWDQFH�RI�XQHPSOR\PHQW� WUDSV�ZLWK� UHVSHFW� WR
DFWLYH�MRE�VHDUFK�DQG�VWUXFWXUDO�XQHPSOR\PHQW�PD\�YDU\�DFFRUGLQJ�WR�WKH�UXOHV�DQG�DGPLQLVWUDWLRQ�RI�RWKHU
EHQHILW�UXOHV�VXFK�DV�DYDLODELOLW\�UHTXLUHPHQWV�DQG�WKH�LQWHUDFWLRQ�ZLWK�DFWLYH�ODERXU�PDUNHW�SROLFLHV�
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VLPLODU�WD[�FUHGLWV��7KLV�UHGXFHV�WKH�WD[�EXUGHQ�IRU�DOO�DQG�PD\�OLIW�VRPH�ZDJH�HDUQHUV�RXW
RI� WKH� WD[� V\VWHP� ZLWK� SRVLWLYH� VWUXFWXUDO� HIIHFWV�� DOEHLW� RQO\� IRU� WKRVH� ZLWK� YHU\� ORZ
HDUQLQJV� OHYHOV� VXFK� DV� SDUW�WLPHUV�� 7R� KDYH� DQ� HIIHFW� RQ� WKH� XQHPSOR\PHQW� WUDS� DQG
SDUWLFLSDWLRQ� UDWHV�� LW� LV� JHQHUDOO\� UHTXLUHG� WKDW� XQHPSOR\PHQW�DQG�RWKHU�EHQHILWV� DUH�QRW
DIIHFWHG�E\� WKH� WD[� UHGXFWLRQ� DQG� UHPDLQ� XQFKDQJHG� DIWHU� WD[��+RZHYHU�� WKHVH�PHDVXUHV
PD\�UHIOHFW�FRQFHUQV�IRU�LQFRPH�GLVWULEXWLRQ�UDWKHU�WKDQ�WKH�IXQFWLRQLQJ�RI�ODERXU�PDUNHWV�

2YHUDOO� WKHUH� KDV� EHHQ� D� VKLIW� LQ� 0HPEHU� 6WDWHV� DZD\� IURP� LQFRPH� WD[DWLRQ� WRZDUGV
LQGLUHFW� WD[HV� VLQFH� WKH� PLG� ����V�� 7KLV� LV� SDUWLFXODUO\� SURQRXQFHG� LQ� WKH� 1HWKHUODQGV�
ZKHUH�WKH�WD[�UHIRUP�LV�SDUWLDOO\�ILQDQFHG�E\�DQ� LQFUHDVH� LQ�WKH�JHQHUDO�9$7�UDWH��6HYHUDO
FRXQWULHV�KDYH�DOVR� LQWURGXFHG�RU�DUH�SODQQLQJ� WR�H[SDQG�H[LVWLQJ�HFR�WD[HV��7KLV�JHQHUDO
VKLIW�LQ�WD[�VWUXFWXUHV�FRQWULEXWHV�WR�ORZHULQJ�RYHUDOO�WD[�GLVWRUWLRQV��SDUWO\�E\�VKLIWLQJ�WKH
WD[�EXUGHQ�WR�ZHDOWK�RZQHUV�DQG�UHFLSLHQWV�RI�WUDQVIHU�LQFRPH�

+RZHYHU��VRPH�0HPEHU�6WDWHV�KDYH��DV�DQ�H[SHULPHQW�EDVHG�RQ�DQ�XQGHUVWDQGLQJ�DW� WKH
&RPPXQLW\� OHYHO�� LQWURGXFHG� ORZ� 9$7� UDWHV� RQ� ODERXU� LQWHQVLYH� VHUYLFHV� ²� %HOJLXP�� )UDQFH�
*UHHFH�� ,WDO\�� /X[HPERXUJ�� WKH� 1HWKHUODQGV�� 3RUWXJDO� DQG� WKH� 8.�� 7KLV� PD\� LQGLUHFWO\
LQGXFH� EHQHILFLDO� ODERXU�PDUNHW� HIIHFWV� SURYLGHG� WKDW� WKH� VKDUH� RI� ORZ�VNLOOHG�ZRUNHUV� LV
VLJQLILFDQWO\�KLJKHU� LQ� WKH�DIIHFWHG�VHFWRUV�FRPSDUHG� WR�RWKHU�VHFWRUV��� DQG�GHSHQGLQJ�RQ
WKH�SULFH�HODVWLFLW\�RI� WKH� DIIHFWHG� SURGXFWV��:KLOH� SRWHQWLDOO\� DOVR�PRYLQJ� VRPH� VKDGRZ
HFRQRP\�DFWLYLWLHV�LQWR�OHJDO�DQG�SRWHQWLDOO\�PRUH�SURGXFWLYH�ILUPV�WKHVH�EHQHILWV�PXVW�EH
FDUHIXOO\� EDODQFHG� DJDLQVW� WKH� FRVWV� VXFK� DV� ORVW� UHYHQXH�� WKH� LQWURGXFWLRQ� RI� SULFH
GLVWRUWLRQV�DQG�SRWHQWLDO�UHFODVVLILFDWLRQV�

$Q�LQWHUHVWLQJ�IHDWXUH�RI�WKH�WD[�UHIRUP�LQ�WKH�1HWKHUODQGV�LQYROYHV�UHSODFLQJ�FDSLWDO�LQFRPH�LQ
WKH�WD[�EDVH�E\�DQ�LPSXWHG�UHWXUQ�HTXDO�WR���SHU�FHQW�RI�KRXVHKROG�QHW�ZHDOWK��FRPSULVLQJ�QHW
ILQDQFLDO�DVVHWV�DV�ZHOO�DV�KRXVLQJ���6XFK�D�GHVLJQ�FOHDUO\�LQYROYHV�EHQHILWV�LQ�WHUPV�RI�HDVLHU
FRPSOLDQFH�DQG�DGPLQLVWUDWLRQ��EXW�LW�UHPDLQV�WR�EH�VHHQ�ZKHWKHU�WKH�QHZ�UHJLPH�LV�YLDEOH
GXULQJ�SHULRGV�RI��H�J���VXVWDLQHG�FDSLWDO�ORVVHV�RQ�HTXLWLHV�RU�KRXVLQJ�YDOXHV�

6RPH�0HPEHU�6WDWHV��VXFK�DV�%HOJLXP��)LQODQG��)UDQFH�DQG�,UHODQG�� LQFOXGH�WD[�FXWV�DQG
RWKHU� JRYHUQPHQW� LQLWLDWLYHV� DSSUHFLDWHG� E\� VRFLDO� SDUWQHUV� LQ� FRQVXOWDWLRQV� DQG
QHJRWLDWLRQV� RQ� ZDJH� RXWFRPHV�� 7KLV�PD\� KHOS� WR� IDFLOLWDWH�PRGHUDWH� DQG� HPSOR\PHQW�
VXSSRUWLYH� ZDJH� RXWFRPHV� LQ� SDUWLFXODU� LQ� WKH� VKRUW� WHUP�� EXW� FRQFHUQV� UHPDLQ� WKDW� LQ
VRPH�FDVHV�VXFK�PHDVXUHV�PD\�SXW�WKH�RYHUDOO�ILVFDO�VWDQFH�RU�VWUXFWXUDO�SROLFLHV�DW�ULVN�

%HQHILW�UHIRUPV
5HFHQW� UHIRUP� HIIRUWV� LQ� WD[�EHQHILW� V\VWHPV� KDYH� FRQFHQWUDWHG� DOPRVW� HQWLUHO\� RQ� WD[
UHIRUPV��ZKHUHDV� EHQHILW� V\VWHPV� DUH� RQO\� VOLJKWO\�PRGLILHG� LQ� D� IHZ� FRXQWULHV� DQG�ZLWK
RSSRVLWH�HIIHFWV�

&RQVLGHULQJ�WKH�VFRSH�RI�WKH�/LVERQ�WDUJHWV��LW�LV�LQGLVSHQVDEOH�DOVR�WR�LPSURYH�WKH�DELOLW\
RI� EHQHILW� V\VWHPV� DQG� RI� ODERXU� PDUNHW� UHJXODWLRQV� DQG� LQVWLWXWLRQV� WR� IDFLOLWDWH� KLJK
HPSOR\PHQW�� 6XFK�DGMXVWPHQWV� VKRXOG� WDNH� LQWR� DFFRXQW� WKH� QHHG� WR� HQVXUH� DGHTXDWH� VRFLDO
SURWHFWLRQ� OHYHOV��)UDQFH� LV� WKH�RQO\�FRXQWU\� WR�KDYH�DGRSWHG�D�PRUH�FRPSUHKHQVLYH�EHQHILW
UHIRUP� LQ� ������ FI�� ER[� �����ZKLFK� WRJHWKHU�ZLWK� WKH� )UHQFK� WD[� UHIRUPV� VHHN� WR� DGGUHVV
ODERXU�PDUNHW�LQFHQWLYHV�

:LWK� UHVSHFW� WR� WKH� XQHPSOR\PHQW� EHQHILW� V\VWHP�� RQO\� PLQRU� FKDQJHV� KDYH� WDNHQ� SODFH� LQ
0HPEHU� 6WDWHV� DQG� WKHVH� PRYH� LQ� GLIIHUHQW� GLUHFWLRQV� ZLWK� UHVSHFW� WR� ODERXU� PDUNHW
������������������������������������������������
���,QFOXGLQJ�WKH�ORZ�VNLOOHG�ODERXU�LQ�RWKHU�0HPEHU�6WDWHV�HPERGLHG�LQ�GLVSODFHG�LPSRUWHG�JRRGV�
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VWUXFWXUHV�� ,Q� )UDQFH� WKH� XQHPSOR\PHQW� EHQHILW� V\VWHP� UHIRUP� LPSOLHG� LQWHU� DOLD� DQ
HOLPLQDWLRQ� RI� UHGXFWLRQ� RI� EHQHILWV� RYHU� WLPH�� ZLGHU� HOLJLELOLW\� DQG� HQKDQFHG� DVVLVWDQFH
ZLWK�MRE�VHDUFK��,Q�,WDO\��ZKHUH�WKH�XQHPSOR\PHQW�EHQHILW�V\VWHP�LV�OHVV�JHQHURXV�WKDQ�WKH
(8� DYHUDJH�� WKH� QHW� UHSODFHPHQW� UDWHV� KDYH� EHHQ� LQFUHDVHG� DQG� WKH� XQHPSOR\PHQW
LQVXUDQFH�SHULRG�KDV�EHHQ�H[WHQGHG�IRU�XQHPSOR\HG�SHRSOH�ROGHU�WKDQ����\HDUV��,Q�*UHHFH
EHQHILWV�DUH�EHLQJ�LQFUHDVHG�IRU�SHRSOH�LQ�WKHLU�VHFRQG�\HDU�RI�XQHPSOR\PHQW��DQG�)LQODQG
LQFUHDVHG�WKH�UHSODFHPHQW�UDWH�VOLJKWO\�

$XVWULD�RQ�WKH�RWKHU�KDQG�IXUWKHU�UHGXFHG�LWV�UHSODFHPHQW�UDWHV��ZKLFK�ZHUH�DOUHDG\�EHORZ
WKH�(8�DYHUDJH��E\�DEROLVKLQJ�WKH�DXWRPDWLF�LQIODWLRQ�LQGH[DWLRQ�RI�LQVXUDQFH�EHQHILWV�DQG
LQFUHDVLQJ� WKH� HPSOR\PHQW� SHULRG� QHHGHG� WR� UHQHZ� XQHPSOR\PHQW� EHQHILWV�� ,Q� 6ZHGHQ�
WKH�EHQHILW�HOLJLELOLW\�FULWHULD�ZHUH�WLJKWHQHG�

%R[������� *RRG� SUDFWLFH�� 5HIRUPLQJ� WD[� DQG� EHQHILW� V\VWHPV� WR� UHGXFH
PDUJLQDO�HIIHFWLYH�WD[�UDWHV

,Q�)UDQFH��WKH�JRYHUQPHQW�KDV�DGRSWHG�RYHU�WKH�ODVW�WZR�\HDUV�D�FRPSUHKHQVLYH�VHW�RI�PHDVXUHV�WR�UHGXFH
KLJK�PDUJLQDO�WD[�UDWHV�DQG�WR�LPSURYH�LQFHQWLYHV�WR�WDNH�XS�D�MRE�

• 7KH� KRXVLQJ� WD[� �IURP� ZKLFK� RQH� LV� H[HPSWHG� ZKHQ� UHFHLYLQJ� VRFLDO� PLQLPXP� UHYHQXHV�� DQG� WKH
KRXVLQJ�VXEVLG\�V\VWHP�KDYH�EHHQ�DPHQGHG�WR�DYRLG�DQ�DEUXSW�LQFUHDVH�LQ�WD[DWLRQ�ZKHQ�WDNLQJ�XS�D�MRE
RU�DQ�DEUXSW�ZLWKGUDZDO�RI�EHQHILWV�ZKHQ�JLYLQJ�XS�WKH�,QVHUWLRQ�0LQLPXP�5HYHQXH�

• 7KH�QHZ�V\VWHP�IRU�SURYLGLQJ�IUHH�EDVLF�PHGLFDO�FDUH��&RXYHUWXUH�0DODGLH�8QLYHUVHOOH��LV�PHDQV�WHVWHG�
EXW�FRQWUDU\� WR� LWV�SUHGHFHVVRU�� LW� WDNHV� LQWR�DFFRXQW�DOO�NLQG�RI� UHYHQXHV��ZLWK�QR�GLVWLQFWLRQ�EHWZHHQ
WUDQVIHU�DQG�DFWLYLW\�UHYHQXHV�

• $�SUHPLXP�IRU� ORZ�SDLG�ZRUNHU�KDV�EHHQ�LQWURGXFHG��)RU�D�VLQJOH�SHUVRQ�SDLG�DW�PLQLPXP�ZDJH�� WKLV
SUHPLXP�ZRXOG�UHDFK������IUDQFV�SHU� \HDU� LQ������� DQG�ZRXOG�JUDGXDOO\�GHFUHDVH�XS� WR����� WLPHV� WKH
PLQLPXP�ZDJH��)RU�D�FRXSOH�ZLWK�RQO\�RQH�VSRXVH�HPSOR\HG��WKLV�SUHPLXP�ZRXOG�EH�JUDQWHG�XS�WR����
WLPHV�WKH�PLQLPXP�ZDJH��DQG�ZRXOG�DPRXQW������)UDQFV�IRU�D�IXOO�WLPH�MRE�SDLG�DW�WKH�PLQLPXP�ZDJH�
%RQXV�ZLOO�EH�DGGHG� WR� WDNH� LQWR�DFFRXQW� WKH� IDPLO\� VLWXDWLRQ��ZLWK�SDUWLFXODU� DWWHQWLRQ�SDLG� WR�PRQR�
SDUHQWDO�IDPLOLHV�

7KRVH�UHIRUPV�WDNHQ�WRJHWKHU�ZLOO�LQ�WKH�ILQDO�VWDJH�RI�LPSOHPHQWDWLRQ�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�LQFHQWLYHV
WR�WDNH�XS�D�MRE��IRU�D�MREOHVV�FRXSOH�ZLWK�WZR�FKLOGUHQ��JLYLQJ�XS�WKH�,QVHUWLRQ�0LQLPXP�5HYHQXH�IRU�D�IXOO�
WLPH�MRE�SDLG�DW�PLQLPXP�ZDJH�IRU�RQH�RI�WKH�VSRXVHV�LPSOLHV�D������)UDQFV�VXUSOXV�SHU�PRQWK��LQVWHDG�RI
WKH�����)UDQFV�ERQXV�EHIRUH�WKH�UHIRUP��:KHQ�WKH�MRE�WDNHQ�XS�LV�RQO\�SDUW�WLPH��WKH�VXUSOXV�ZLOO�DPRXQW�WR
����)UDQFV��ZKHUHDV�LW�ZDV�QLO�EHIRUH�WKH�UHIRUP�

6HYHUDO� RWKHU�0HPEHU� 6WDWHV� KDYH� UHGXFHG� LQFRPH� WD[HV� WDUJHWHG� DW� WKH� ORZ�WR�PLGGOH� HQG� RI� WKH� LQFRPH
FODVVHV� ²�$XVWULD�� %HOJLXP��'HQPDUN�� )LQODQG��*HUPDQ\��*UHHFH�� ,UHODQG�� ,WDO\�� 6ZHGHQ� DQG� WKH� 8.� �� RU
UHGXFHG� VRFLDO� VHFXULW\�FRQWULEXWLRQV�²�%HOJLXP��)LQODQG��*HUPDQ\��*UHHFH�� ,UHODQG�� ,WDO\�� WKH�1HWKHUODQGV
DQG� 6SDLQ� ��� $� IHZ�0HPEHU� 6WDWHV� ²� %HOJLXP�� )LQODQG�� ,UHODQG�� WKH�1HWKHUODQGV� DQG� WKH�8.� �� KDYH� DOVR
LQFUHDVHG�WKH�XVH�RI�LQ�ZRUN�DQG�HPSOR\PHQW�UHODWHG�EHQHILWV�

/DERXU�PDUNHW�UHJXODWLRQ�DQG�LQVWLWXWLRQV
)HZ�VWHSV�KDYH�EHHQ�WDNHQ�WR�UHIRUP�ODERXU�PDUNHW�UHJXODWLRQ��ZRUN�RUJDQLVDWLRQ�DQG�WKH
ZDJH� IRUPDWLRQ�SURFHVV� LQ�RUGHU� WR� UHGXFH� VWUXFWXUDO� XQHPSOR\PHQW� DQG� LQFUHDVH� ODERXU
PDUNHW�SDUWLFLSDWLRQ��+RZHYHU��GLIIHUHQW�DQG�SDUWO\�RSSRVLWH�WUHQGV�FDQ�EH�LGHQWLILHG�LQ�WKH
FKDQJHV�LQ�0HPEHU�6WDWHV·�ODERXU�PDUNHW�SROLFLHV�

*RRG� SURJUHVV� KDV� EHHQ� PDGH� ZLWK� WKH� LPSOHPHQWDWLRQ� RI� $FWLYH� /DERXU� 0DUNHW� 3ROLFLHV
�$/03��LQ������LQ�RUGHU�WR�LPSURYH�WKH�HPSOR\DELOLW\�RI�WKH�XQHPSOR\HG�DQG�KHQFH�WKH
PDWFKLQJ�RI�VNLOOV�RI�XQHPSOR\HG�SHUVRQV�ZLWK� WKH� UHTXLUHPHQWV�RI�HPSOR\HUV�� ,QFUHDVHG
HIIRUWV� KDYH� EHHQ� PDGH� WR� WDUJHW� WKH� PHDVXUHV� WRZDUGV� ORQJ�WHUP� DQG� \RXWK
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XQHPSOR\PHQW� LQ�RUGHU� WR�HQVXUH� WKHLU�HIILFLHQF\�DQG�PLQLPLVH�GHDG�ZHLJKW� ORVVHV��0RVW
0HPEHU�6WDWHV�KDYH�FRPSOLHG�ZLWK�WKH����SHU�FHQW�WDUJHW�RI�WKH�(PSOR\PHQW�*XLGHOLQHV
IRU�WKH�VKDUH�RI�XQHPSOR\HG�SHUVRQV�LQ�DFWLYH�PHDVXUHV�

)UDQFH�KDV�DV�SDUW�RI�WKH�EHQHILW�UHIRUP�LPSOHPHQWHG�DQ�$/03�VFKHPH�IRU�\RXQJ�SHRSOH�
7KH�1HZ�'HDO�SURJUDP�LQ�8.�KDV�EHHQ�H[WHQGHG�WR�GLVDEOHG�DQG�ORQH�SDUHQWV��,Q�6ZHGHQ
WKH�VFRSH�RI�$/03�KDV�LQ������EHHQ�UHGXFHG�WR�����SHU�FHQW�RI�WKH�ODERXU�IRUFH��DOWKRXJK
IURP�D�YHU\�KLJK�OHYHO��7KH�SXUSRVH�LV�WR�DFKLHYH�KLJKHU�SURJUDPPH�HIILFLHQF\��,Q�6SDLQ�D
VKLIW�WRZDUGV�$/03�DLPHG�DW� LPSURYLQJ�HPSOR\DELOLW\�KDV�EHHQ� LPSOHPHQWHG��,Q�$XVWULD
WKH�$/03�KDV�EHHQ�UHRUJDQLVHG� WR�VKDUSHQ� WKH� IRFXV�RQ�ROGHU�ZRUNHUV�� ,WDO\� LQWURGXFHG
WD[� FUHGLWV� IRU� ILUPV� KLULQJ� DGXOW� ORQJ�WHUP� XQHPSOR\HG� IRU� WKH� PRVW� GLVDGYDQWDJHG
FDWHJRULHV�RI�ZRUNHUV�

0XFK�WDUJHWHG�HIIRUW�LV�IRFXVHG�RQ�LQFUHDVLQJ�WKH�HPSOR\DELOLW\�RI� WKH� ORQJ�WHUP�XQHPSOR\HG�RYHU
WKH�DJH�RI�����6RFLDO�VHFXULW\�FRQWULEXWLRQV��ZKHQ�HPSOR\LQJ�HOGHUO\�ORQJ�WHUP�XQHPSOR\HG�
DUH�EHLQJ�UHGXFHG�LQ�%HOJLXP��DQG�LQ�$XVWULD�DQ�HPSOR\PHQW�VXEVLG\�KDV�EHHQ�LQWURGXFHG�
7KH�WD[�FUHGLW�WR�HPSOR\HUV�KLULQJ�ORQJ�WHUP�XQHPSOR\HG�LQ�6ZHGHQ�KDV�EHHQ�H[WHQGHG�LQ
WHUPV� RI� FRYHUDJH� DQG� WKH� OHYHO� RI� WKH� WD[� FUHGLW�� ,Q� WKH� 1HWKHUODQGV� D� FR�SD\PHQW� LV
LQWURGXFHG�IRU�HPSOR\HUV�ZKR�OD\�RII�ROGHU�ZRUNHUV��ZKLOVW�WKLV�SD\PHQW�ZDV�LQFUHDVHG�LQ
$XVWULD��7KH� HPSOR\HUV�ZLOO� KDYH� WR� SD\� ��� SHU� FHQW� RI� WKH� XQHPSOR\PHQW� EHQHILW�� 7KH
1HWKHUODQGV� DOVR� KDV� D� SURSRVDO� XQGHU� FRQVLGHUDWLRQ� WR� HQG� IDYRXUDEOH� WD[� WUHDWPHQW� RI
HDUO\�UHWLUHPHQW�VFKHPHV��,Q�$XVWULD�WKH�UHGXFWLRQ�LQ�SHQVLRQ�LV�LQFUHDVHG�ZKHQ�UHWLULQJ�DW
DQ�HDUO\�DJH��DQG�WKLV�LV�FRPELQHG�ZLWK�WKH�LQWURGXFWLRQ�RI�DOORZDQFHV�IRU�HOGHUO\�ZRUNHUV
WDNLQJ�XS�SDUW�WLPH�ZRUN�DQG�PRUH�IOH[LEOH�ZRUNLQJ�VFKHPHV�

2QO\� D� IHZ� FRXQWULHV� KDYH� PDGH� HIIRUWV� WR� HDVH� UHJXODWLRQ� RI� KLULQJ� DQG� ILULQJ� LQ� RUGHU� WR
DFKLHYH�PRUH�IOH[LELOLW\��+RZHYHU��LQ�VRPH�FRXQWULHV�WKH�UHFRXUVH�WR�DW\SLFDO�HPSOR\PHQW
FRQWUDFWV� KDV� FUHDWHG� VRPH� GH� IDFWR� IOH[LELOLW\�� ,Q� 3RUWXJDO� WKH� JURZWK� RI� IL[HG�WHUP
FRQWUDFWV�ZDV������SHU�FHQW�LQ�������FRPSDUHG�WR�D�����SHU�FHQW�LQFUHDVH�LQ�SHUPDQHQW�MREV�
ZKLFK�PD\�EH�DQ� LQGLFDWLRQ�RI�WKH�QHHG�IRU�JUHDWHU�IOH[LELOLW\��6LPLODU�GHYHORSPHQWV�KDYH
EHHQ� QRWHG� LQ� )UDQFH�� ,WDO\� DQG� 6SDLQ�� ,Q� *UHHFH�� OD\�RII� UXOHV� KDYH� EHHQ� UHOD[HG� IRU
PHGLXP�VL]HG�DQG� ODUJH� ILUPV�� ,WDO\�KDV� LPSURYHG� WKH�SRVVLELOLW\�RI� IL[HG� WHUP�FRQWUDFWV�
ZKLOH� *HUPDQ\� KDV� LQWURGXFHG� D� MXVWLILFDWLRQ� UHTXLUHPHQW� LI� VXFK� FRQWUDFWV� DUH� WR� EH
SURORQJHG�

)RXU�PHPEHU�VWDWHV�KDYH�WDNHQ�VWHSV�WR�FKDQJH�GLVDELOLW\�SHQVLRQ�VFKHPHV��$XVWULD�LQFUHDVHV�LQ�
ZRUN�EHQHILWV�IRU�GLVDEOHG�E\����PLOOLRQ�HXUR�LQ�������DQG�DEROLVKHG�WKH�SRVVLELOLW\�WR�HQWHU
WKH� HDUO\� UHWLUHPHQW� VFKHPH�GXH� WR� GLVDELOLW\�� ,Q�'HQPDUN� DQ� DJUHHPHQW�ZDV� UHDFKHG� LQ
������ZKLFK�ZLOO�EH�HIIHFWLYH�E\�-DQXDU\�������2QH�SXUSRVH� LV� WR�JLYH�GLVDEOHG�SHRSOH�DQ
RSSRUWXQLW\�WR�ZRUN�²�SUHIHUDEO\�LQ�RUGLQDU\�MREV�DQG�LI�WKLV�LV�QRW�SRVVLEOH�WKHQ�LQ�VSHFLDO
VXEVLGL]HG�MREV�²�LQVWHDG�RI�UHFHLYLQJ�D�SDVVLYH�EHQHILW��,Q�WKH�1HWKHUODQGV�D�UHIRUP�RI�WKH
VRFLDO� V\VWHP� LV� LQ� WKH� SLSHOLQH�� DQG� LQ� /X[HPERXUJ� D�ZRUNLQJ� JURXS� KDV� WULHG� WR� UHDFK
DJUHHPHQW�DERXW�D�GLVDELOLW\�SHQVLRQ�UHIRUP��EXW�VR�IDU�XQVXFFHVVIXOO\�

0RGHUQLVDWLRQV� RI�3XEOLF� (PSOR\PHQW� 6HUYLFHV� �3(6�� DUH� XQGHUZD\� LQ�*UHHFH� DQG� ,WDO\�� ,Q
*UHHFH� WKH� UHIRUP�ZLOO� FRPSOHWH� WKH� VKLIW� IURP� SDVVLYH� WR� DFWLYH� HPSOR\PHQWV� VHUYLFHV�
ZKLOVW�LQ�,WDO\�WKH�UHIRUP�DLPV�WR�GHOHJDWH�UHVSRQVLELOLW\�WR�WKH�UHJLRQDO�OHYHO�

9HU\�IHZ�VWHSV�KDYH�EHHQ�PDGH�WR�LPSURYH�WKH�ZDJH�IRUPDWLRQ�SURFHVV�LQ�RUGHU�IRU�LW�WR�EHWWHU
UHIOHFW� GLIIHUHQFHV� LQ� VNLOOV�� TXDOLILFDWLRQV� DQG� UHJLRQDO� HPSOR\PHQW� FRQGLWLRQV�� ,Q� VRPH
0HPEHU� 6WDWHV�� DQG� SDUWLFXODUO\� *HUPDQ\�� JUHDWHU� ZDJH� GLIIHUHQWLDWLRQ� FDQ� EH� QRWHG
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EHFDXVH�RI� LQFUHDVLQJ�QXPEHUV�RI�RSHQLQJ� FODXVHV� DJUHHG� XSRQ� LQ� WKH�ZDJH� QHJRWLDWLRQV
DQG�RI�FRPSDQLHV�RSHUDWLQJ�RXWVLGH�FROOHFWLYH�EDUJDLQLQJ�DJUHHPHQWV�

,Q� WKH� 1HWKHUODQGV� QHZ� OHJLVODWLRQ� SURYLGHV� IRU� PRUH� IOH[LEOH� ZRUNLQJ� KRXUV�� 'LIIHUHQW
PHDVXUHV�KDYH�EHHQ�WDNHQ�WR�LQFUHDVH�SDUW�WLPH�ZRUN�DV�D�VXEVWLWXWH�IRU�EHLQJ�HQWLUHO\�RXW
RI�ZRUN�

,Q�D�QXPEHU�RI�RWKHU�FRXQWULHV�ZRUNLQJ�KRXUV�DUH�RQ� WKH�RWKHU�KDQG�EHLQJ� VKRUWHQHG�� LPSO\LQJ�D
UHGXFWLRQ�RI� ODERXU� VXSSO\�� ,Q�'HQPDUN� WKH�ZDJH� URXQG� LQ� ����� UHDOLVHG� WKH� LQLWLDO� VWHS
WDNHQ�LQ�WKH������ZDJH�URXQG�WRZDUGV�LQFUHDVLQJ�YDFDWLRQV�IURP���WR���ZHHNV�SHU�\HDU��,Q
)UDQFH�WKH�LPSOHPHQWDWLRQ�RI�WKH�UHGXFWLRQ�RI�ZRUNLQJ�KRXUV�FRQWLQXHG�LQ�������*HUPDQ\
DGRSWHG�D�ODZ��ZKLFK�JLYHV�HPSOR\HHV�WKH�ULJKW�WR�FKDQJH�IURP�IXOO��WR�SDUW�WLPH�ZRUN���LI
WKH�HPSOR\HU�GRHV�QRW�UHMHFW�VXFK�D�FKDQJH�RQ�WKH�EDVLV�RI�ILUP�VSHFLILF�UHDVRQV��,Q�*UHHFH
D� QHZ� SDFNDJH� LQFOXGHG� D� WLJKWHQLQJ� RI� OHJLVODWLRQ� RQ� RYHU�WLPH�� *UHHFH� LQFUHDVHG� WKH
PLQLPXP� ZDJH� IRU� SDUW�WLPH� ZRUNHUV� DQG� KDV� D� SURSRVDO� XQGHU� FRQVLGHUDWLRQ�� ZKLFK
SURYLGHV�VXSSOHPHQWDU\�EHQHILWV�IRU�ORQJ�WHUP�XQHPSOR\HG�ZKR�ILQG�D�SDUW�WLPH�MRE�

�����3URPRWLQJ�WKH�WUDQVLWLRQ�WR�WKH�NQRZOHGJH�EDVHG�VRFLHW\

7KH�IDVW�GLIIXVLRQ�DQG�LQFUHDVLQJ�XVH�RI�,&7�DQG�JURZLQJ�LPSRUWDQFH�RI�LPPDWHULDO�DVVHWV
VXFK�DV�NQRZOHGJH�DQG�KXPDQ�FDSLWDO� IRU�SURGXFWLYLW\�JURZWK� LPSOLHV�QHZ�FKDOOHQJHV�IRU
VWUXFWXUDO�SROLF\��FI��VHFWLRQ�����DQG�DQQH[�,,,��7R�VSHHG�XS�DQG�HQVXUH�D�VPRRWK�WUDQVLWLRQ�WR
WKH�NQRZOHGJH�EDVHG� VRFLHW\�� HIIRUWV� DUH� UHTXLUHG�E\�0HPEHU�6WDWHV� LQ� DUHDV� VXFK� DV� WKH
UHJXODWRU\� IUDPHZRUN� IRU� HOHFWURQLF�FRPPXQLFDWLRQ�DQG� WUDQVDFWLRQV�� VNLOO� IRUPDWLRQ�DQG
5	'�DQG�LQQRYDWLRQ��0RUHRYHU��WKH�XVH�RI�,&7�E\�WKH�SXEOLF�VHFWRU�KDV�WKH�SRWHQWLDO� WR
HQKDQFH�WKH�HIILFLHQF\�DQG�TXDOLW\�RI�WKH�SXEOLF�DGPLQLVWUDWLRQ�DQG�WKH�VHUYLFHV�SURYLGHG�E\
WKH�SXEOLF�VHFWRU�

6HYHUDO�SROLF\�SURJUDPPHV�DUH�DOUHDG\�LQ�SODFH�DW�WKH�&RPPXQLW\� OHYHO� WR�SURPRWH�5	'
DQG� ,&7�� )RU� H[DPSOH�� WKH� &RPPLVVLRQ·V� H(XURSH� ,QLWLDWLYH�� ODXQFKHG� DW� WKH� +HOVLQNL
(XURSHDQ�&RXQFLO�LQ�'HFHPEHU�������GHDOW�FRPSUHKHQVLYHO\�ZLWK�,&7�LVVXHV��7KH�(8�KDV
DOVR� LQWURGXFHG� VHYHUDO� PRUH� VSHFLILF� PHDVXUHV�� D� UHFRPPHQGDWLRQ� RQ� ORFDO� ORRS
XQEXQGOLQJ�LQ�WHOHFRPPXQLFDWLRQ��D�SDFNDJH�RI�OHJLVODWLYH�SURSRVDOV�GHVLJQHG�WR�VWUHQJWKHQ
FRPSHWLWLRQ�LQ�WKH�HOHFWURQLF�FRPPXQLFDWLRQV�PDUNHWV�DV�ZHOO�DV�WKH�(OHFWURQLF�&RPPHUFH
/HJDO�)UDPHZRUN�'LUHFWLYH��7KHVH�SURJUDPPHV�DQG�PHDVXUHV�SURYLGH� LPSRUWDQW�VXSSRUW
WR�DQG�FRPSOHPHQW�QDWLRQDO�LQLWLDWLYHV�

$OO�0HPEHU�6WDWHV�KDYH� LQ�UHFHQW�\HDUV�DGRSWHG�SURJUDPPHV�RI�D� VLPLODU�QDWXUH� WR� WKH� H(XURSH
,QLWLDWLYH�� &RPPRQ� IRU� WKHVH� SURJUDPPHV� LV� D� FRPSUHKHQVLYH� DSSURDFK�� FRPSULVLQJ� WKH
GHYHORSPHQW� RI� WHOHFRPPXQLFDWLRQV� LQIUDVWUXFWXUH�� UHJXODWLRQ� RI� ,&7�� H�JRYHUQPHQW�
DFFHVV� WR� WKH� QHZ� WHFKQRORJLHV�� VNLOO� IRUPDWLRQ� DQG� FUHDWLRQ� RI� NQRZOHGJH� DQG� VNLOOV� WR
VXSSRUW�WKH�XVH�RI�,&7��6SHFLILF�WDUJHWV�DQG�GHDGOLQHV�DUH�LQFOXGHG�LQ�PRVW�SURJUDPPHV�LQ
DFFRUGDQFH�ZLWK�WKH�/LVERQ�FRQFOXVLRQV��6RPH�0HPEHU�6WDWHV�VXFK�DV�)LQODQG��,UHODQG�DQG
,WDO\� KDYH� FUHDWHG� FRPPLVVLRQV� RU� DGYLVRU\� ERDUG� WR� DVVHVV� DQG� VXSHUYLVH� RQ� WKH
LPSOHPHQWDWLRQ� RI� WKH� DFWLRQV� SODQV�� DQG� LQ� WKH� 1HWKHUODQGV� SURFHGXUHV� IRU� ELDQQXDO
DVVHVVPHQWV�KDYH�EHHQ�HVWDEOLVKHG�

5HJXODWRU\�IUDPHZRUN�IRU�HOHFWURQLF�FRPPXQLFDWLRQ�DQG�WUDQVDFWLRQV
7KH�OLEHUDOLVDWLRQ�RI�WHOHFRPPXQLFDWLRQ�PDUNHWV�KDV�QRW�RQO\�FRQWULEXWHG�WR�WKH�LPSURYHPHQW�RI
WUDGLWLRQDO�VHUYLFHV�EXW�DOVR�,QWHUQHW�DFFHVV�LQ�WKH�IRUP�RI�DQ�LQFUHDVHG�VHOHFWLRQ�RI�VHUYLFHV
DQG� ORZHU�DFFHVV�SULFHV�� FI�� VHFWLRQ������7KHVH�GHYHORSPHQWV�KDYH� LQFUHDVHG� WKH�XVH�RI� WKH
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,QWHUQHW� DQG� PRELOH� WHOHSKRQHV�� ZKLFK� DUH� WKH� ILUVW� PDVV� VFDOH� DSSOLFDWLRQV� RI� GLJLWDO
FRPPXQLFDWLRQ��+RZHYHU��D�IHZ�0HPEHU�6WDWHV�KDYH�QRW�\HW�IXOO\� OLEHUDOLVHG�WKH�PDUNHW�
DQG� IXUWKHU�PHDVXUHV� DUH� UHTXLUHG� LQ�PDQ\� FRXQWULHV� WR� HQVXUH� FRPSHWLWLRQ� LQ� WKH� ORFDO
ORRS��ZKLFK�LV�D�SUHFRQGLWLRQ�IRU�ORZ�LQWHUQHW�DFFHVV�FKDUJHV�

7KHUH�DUH�RWKHU�PHDQV�RI�SURYLGLQJ�KLJK�VSHHG�LQWHUQHW�DFFHVV�WKDQ�WKH�RUGLQDU\�WHOHSKRQH
QHWZRUN��KRZHYHU�� ,W�ZLOO�EH�D� UHJXODWRU\� FKDOOHQJH� LQ� WKH� IXWXUH� WR�HQVXUH� WKDW� DOWHUQDWLYH� IDVW
EURDGEDQG�FRQQHFWLRQV�DUH�RIIHUHG�WR�FXVWRPHUV�DW� ORZ�SULFHV��7KXV��79�FDEOHV��WKH�QH[W
JHQHUDWLRQV�RI�ZLUHOHVV�FRQQHFWLRQV�DQG�HYHQ�HOHFWULFLW\�JULGV�FDQ�FRPSHWH�ZLWK�WUDGLWLRQDO
WHOHSKRQH�OLQHV�DV�D�FKDQQHO�WR�WKH�,QWHUQHW�

$OWKRXJK� PXFK� RI� WKH� QHHGHG� LQIUDVWUXFWXUH� IRU� ,&7� LV� SURYLGHG� IRU� E\� SULYDWH� VHFWRU
LQYHVWPHQWV��VRPH�0HPEHU�6WDWHV�KDYH�WDNHQ�DQ�DFWLYH�UROH� LQ�XSJUDGLQJ�QHWZRUNV�HLWKHU
JHQHUDOO\�RU�IRU�PRUH�VSHFLILF�SXUSRVHV��%HOJLXP�ZLOO�LQ������HVWDEOLVK�*LJDQHW�ZKLFK�LV�D
ILEUH� RSWLF� QHWZRUN� OLQNLQJ� XQLYHUVLWLHV�ZLWK� WKH� WUDQV�(XURSHDQ� UDSLG� UHVHDUFK� QHWZRUN�
,UHODQG�DQG�6ZHGHQ�ZLOO�SURYLGH�EURDGEDQG�QHWZRUNV� LQ�UHJLRQV�WKDW�ZRXOG�RWKHUZLVH�EH
H[FOXGHG� GXH� WR� ODFN� RI� FRPPHUFLDO� YLDELOLW\�� DQG� WKH� 1HWKHUODQGV� LV� SUHSDULQJ� IRU� DQ
DFFHOHUDWLRQ�RI�WKH�GLVWULEXWLRQ�RI�GHQVH�ILEUH�RSWLF�QHWZRUNV�

7KH�RWKHU�PDLQ�DUHD�RI�UHJXODWLRQ�UHODWHV�WR�WKH�XVH�RI�WKH�,QWHUQHW��7KH�IUDPHZRUN�FRQGLWLRQV
IRU�H�FRPPHUFH�DUH�JUDGXDOO\� LPSURYLQJ��0DQ\�0HPEHU�6WDWHV�VXFK�DV�,UHODQG��/X[HPERXUJ�
3RUWXJDO�DQG�WKH�8.�KDYH�DOUHDG\�WUDQVSRVHG��DW�OHDVW�SDUWLDOO\��WKH�(8�GLUHFWLYHV�RQ�H�FRPPHUFH
DQG� H�VLJQDWXUHV�� *HUPDQ\� ZLOO� WUDQVSRVH� WKHVH� GLUHFWLYHV� LQ� ������ ZKHQ� DOVR� )UDQFH� ZLOO
WUDQVSRVH� WKH� H�FRPPHUFH� GLUHFWLYH� DV� SDUW� RI� D� JHQHUDO� ODZ� IRU� UHJXODWLQJ� LQWHUQHW
WUDQVDFWLRQV��7KH�UHPDLQLQJ�0HPEHU�6WDWHV�KDYH�RU�ZLOO�WDNH�VLPLODU�VWHS�WR�VWUHQJWKHQ�WKH
UHJXODWRU\�IUDPHZRUN�

2WKHU� PHDVXUHV� KDYH� EHHQ� LQWURGXFHG� WR� HQVXUH� WKDW� WUDQVDFWLRQV� RYHU� WKH� ,QWHUQHW� DUH
FRQVLGHUHG�WR�EH�VDIH�IURP�WKH�SRLQW�RI�YLHZ�RI�FRQVXPHUV�DQG�EXVLQHVVHV��*HUPDQ\�KDV
ODXQFKHG�DQ� LQLWLDWLYH�� ´6HFXULW\� LQ� WKH� ,QWHUQHW� DQG� LQ� WKH� ,QIRUPDWLRQ�6RFLHW\µ� DQG�ZLOO
DGRSW�DQ�LPSURYHG�YHUVLRQ�RI�WKH�ODZ�RQ�GDWD�SURWHFWLRQ�IRU�WKH�XVHUV�RI�RQOLQH�VHUYLFHV�
/HJLVODWLRQ� WR� SURWHFW� SHUVRQDO� GDWD� KDV� EHHQ� LQWURGXFHG� LQ� WKH�1HWKHUODQGV� DQG�ZLOO� EH
HQDFWHG� LQ�)UDQFH� LQ� ������$�)UHQFK� FRPPLVVLRQ� KDV� LQ� WKH� VDPH� YHLQ� VXJJHVWHG� WKDW� D
(XURSHDQ�GDWD�SURWHFWLRQ� ODEHO� EH� LQWURGXFHG�� ,Q�*HUPDQ\� DQG� WKH�8.�� GLVWDQFH� VHOOLQJ
UHJXODWLRQ�FDPH�LQWR�IRUFH�LQ�������$XVWULD�FUHDWHG�DQ�,QWHUQHW�2PEXGVPDQ�LQ������ZKR�FDQ
DZDUG�DQ�H�FRPPHUFH�TXDOLW\� ODEHO�WR�FRPSDQLHV�VDWLVI\LQJ�FHUWDLQ�FRQGLWLRQV��DQG�VLPLODU
ODEHOV�DUH�XQGHUZD\�LQ�'HQPDUN��0RUH�GLUHFWHG�WRZDUGV�WKH�SURYLGHUV�RI�LQWHUQHW�VHUYLFHV�
)UDQFH�ZLOO�DGRSW�PHDVXUHV�WR�VWUHQJWKHQ�FRS\ULJKWV�DQG�UHODWHG�ULJKWV�LQ�������DV�,UHODQG
GLG�LQ������

+RZHYHU��DV�H�FRPPHUFH�LV�VWLOO�LQ�LWV�LQIDQF\�LQ�(XURSH�WKHUH�H[LVWV�D�WUDGH�RII�WKDW�QHHGV
WR�EH�FDUHIXOO\�EDODQFHG��2Q�WKH�RQH�KDQG��FRQVXPHU�LQWHUHVWV�PXVW�EH�VHFXUHG�EXW��RQ�WKH
RWKHU� KDQG�� UHJXODWLRQV�PXVW� EH� IOH[LEOH� HQRXJK� IRU� EXVLQHVVHV� VHHNLQJ� QHZ� DYHQXHV� IRU
SURILWDEOH�WUDGH��0XFK�FDQ�WKXV�EH�DFKLHYHG�LQ�WHUPV�RI�WUDQVSDUHQF\�DQG�FRQVXPHU�ULJKWV
WKURXJK� VHOI�UHJXODWLRQ� DPRQJ� FRPSDQLHV� RIIHULQJ� SURGXFWV� RQ� WKH� ,QWHUQHW��$OWHUQDWLYH
GLVSXWH�UHVROXWLRQ��$'5��PHFKDQLVPV��DLPHG�DW�HDVLQJ�WKH�WUDGH�RII��DUH�EHLQJ�LQWURGXFHG�LQ
VHYHUDO�0HPEHU�6WDWHV��7KH�8.�JRYHUQPHQW·V� LQWHQWLRQ�WR�HQKDQFH�IOH[LEOH�FR�UHJXODWLRQ
DV�ZHOO� DV� WR� FUHDWH� D� QDWLRQDO� ´FOHDULQJ� KRXVHµ� WKDW�ZLOO� JLYH� FRQVXPHUV� DFFHVV� WR�$'5
VFKHPHV�DFURVV�(XURSH�LV�D�SURPLVLQJ�DYHQXH��6LPLODUO\��WKH�)UHQFK�JRYHUQPHQW�LV�HQJDJHG
LQ�D�GLDORJXH�ZLWK�WKH�SULYDWH�VHFWRU�DQG�LQWHUHVW�JURXSV�RQ�KRZ�WR�HVWDEOLVK�D�V\VWHP�RI�FR�
UHJXODWLRQ��ZKHUH�UHVSRQVLELOLWLHV�DUH�VKDUHG�EHWZHHQ�JRYHUQPHQW�DQG�WKH�VHFWRU�LWVHOI�
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3URPRWLQJ�XVH�RI�DQG�DFFHVV�WR�,&7�IRU�DOO
&HQWUDO� WR� WKH� HIIRUWV� RI� DOO�0HPEHU� 6WDWHV� LV� WKH�ZLVK� WR� OLPLW� DV�PXFK� DV� SRVVLEOH� WKH
GLJLWDO�GLYLGH��8QOHVV�VSHFLILF�DFWLRQV�DUH�WDNHQ��WKHUH�LV�D�ULVN�WKDW�,&7�DQG�WKH�,QWHUQHW�FDQ
FUHDWH�VRFLDO�H[FOXVLRQ�DORQJ��H�J���WKH�OHYHO�RI�HGXFDWLRQDO�DWWDLQPHQW�

7KH�EHVW�ZD\�WR�DYRLG�WKH�GLJLWDO�GLYLGH�LQ�WKH�ORQJHU�WHUP�LV�WR�LQWURGXFH�,&7�DW�DOO�OHYHOV�LQ
WKH�HGXFDWLRQDO�V\VWHP��IURP�WKH��VW�JUDGH�WR�WKH�KLJKHVW�XQLYHUVLW\�GHJUHHV��$OO�0HPEHU�6WDWHV
DUH�SUHVVLQJ�RQ�ZLWK� WKH� WDVN�RI� OLQNLQJ�DOO� VFKRROV��SXSLOV� DQG� VWXGHQWV� WR� WKH� HOHFWURQLF
KLJKZD\V�DQG�KDYH�VHW�VSHFLILF�GHDGOLQHV�DQG�WDUJHWV�IRU��H�J��� WKH�QXPEHU�RI�VWXGHQWV�SHU
3&��3ULYDWH�VHFWRU�FRQWULEXWLRQV� WR� WKH�FRPSXWHULVDWLRQ�RI� VFKRROV� WKURXJK� VSRQVRUVKLSV
DUH� EHLQJ� HQFRXUDJHG� WURXJK� WD[� UHOLHI� DQG� RWKHU� LQFHQWLYHV� LQ�� H�J��� *HUPDQ\� DQG� ,WDO\�
2EWDLQLQJ�WKH�KDUGZDUH�LV�RQO\�RQH�VWHS��KRZHYHU��DQG�SURJUDPPHV�IRU�XSJUDGLQJ�WKH�VNLOOV
RI�WHDFKHUV�KDYH�EHHQ�LQLWLDWHG�LQ��H�J���*UHHFH��,WDO\�DQG�3RUWXJDO��ZKLOH�'HQPDUN�KDV�VHW�D
WDUJHW�RI�LQWHJUDWLQJ�WKH�XVH�RI�,&7�LQ�WKH�FXUULFXOXP�RI�DOO�FRXUVHV�DW�DOO�OHYHOV��*HUPDQ\
KDV�FKDQJHG�WKH�FXUULFXOXP�IRU�PDQ\�YRFDWLRQDO�WUDLQLQJ�FRXUVHV�DQG�HVWDEOLVKHG�QHZ�RQHV
DFFRXQWLQJ�IRU�WKH�QHZ�MREV�EHLQJ�FUHDWHG�DV�D�FRQVHTXHQFH�RI�WKH�,&7�GLIIXVLRQ�

(QDEOLQJ� OLIH�ORQJ� OHDUQLQJ� LV� RI� SDUWLFXODU� LPSRUWDQFH� LQ� UHODWLRQ� WR� D� IDVW�FKDQJLQJ� WHFKQRORJ\
VXFK�DV�,&7��/X[HPERXUJ�KDV�DGRSWHG�D�QHZ�ODZ�RQ�OLIH�ORQJ�OHDUQLQJ�WKDW�FDPH�LQWR�IRUFH
LQ�-DQXDU\�������0HPEHU�6WDWHV�VXFK�DV�*HUPDQ\�DQG�,UHODQG�KDYH�VWHSSHG�XS�HIIRUWV� WR
LQFOXGH�,&7�LQ�UHOHYDQW�FRXUVHV�IRU�IXUWKHU�HGXFDWLRQ��DQG�DGXOW�HGXFDWLRQ� LQ�6ZHGHQ�KDV
EHHQ� RULHQWHG�PRUH� WRZDUGV� ,&7�ZLWK� FORVH� WR� ��� SHU� FHQW� RI� SDUWLFLSDQWV� LQ� WKH�$GXOW
(GXFDWLRQ� ,QLWLDWLYH� VWXG\LQJ� HLWKHU� FRPSXWHU� VFLHQFH� RU� FRPSXWHU� WHFKQRORJ\�� 7KH�8.
RIIHUV� IUHH� WUDLQLQJ� LQ� EDVLF� ,&7� VNLOO� WR� WKH� XQHPSOR\HG� DQG� SHRSOH�ZLWK� ORZ� VNLOOV�� 7R
LQFUHDVH�WKH�JHQHUDO�DZDUHQHVV�RI� WKH�SRVVLELOLWLHV�RI�,&7��%HOJLXP�KDV�FDUULHG�RXW�D�URDG
VKRZ�WKDW�FRXOG�EH�DWWHQGHG�E\�WKH�JHQHUDO�SXEOLF��DQG�QHZ�URDG�VKRZV�WDUJHWHG�DW�60(V
DQG�VFKRROV�DUH�XQGHUZD\�

)RU� WKRVH�ZKR�KDYH�DOUHDG\� OHIW� HGXFDWLRQ�� IUHH� LQWHUQHW�DFFHVV� LV� LQ�PRVW�FRXQWULHV��H�J��)UDQFH
DQG�WKH�8.��SURYLGHG�LQ�OLEUDULHV��ZKLOH�,UHODQG�DOVR�RIIHUV�LQWHUQHW�DFFHVV�LQ�6RFLDO�%HQHILWV
2IILFHV��,UHODQG�LV�IXQGLQJ�3&V�IRU�FRPPXQLWLHV��DQG�WKH�8.�KDV�LQ������DOVR�LQLWLDWHG�WKH
FUHDWLRQ�RI�D�QHZ�QHWZRUN�RI�RQOLQH�FHQWUHV��ZKLFK�LV�H[SHFWHG�WR�HQFRPSDVV�������FHQWUHV
E\������WKDW�EHVLGHV�DFFHVV�DOVR�RIIHU�DGYLFH�DQG�WUDLQLQJ�LI�QHHGHG�E\�WKH�XVHUV�

7KH�LQLWLDWLYHV�PHQWLRQHG�VR�IDU�KDYH�SULPDULO\�DGGUHVVHG�WKH�LVVXH�RI�WKH�GLJLWDO�GLYLGH�DQG
WKH� ULVN� RI� VRFLDO� H[FOXVLRQ�� EXW� DQRWKHU� FRPPRQ� FKDOOHQJH� IRU� DOO�0HPEHU� 6WDWHV� LV� WR
LQFUHDVH� WKH�QXPEHU�RI�VSHFLDOLVWV�ZLWK�FDSDELOLWLHV�ZLWKLQ�VFLHQFH�DQG�WHFKQRORJ\��EXW�DOVR�QHZ
DUHDV� VXFK� DV� PXOWLPHGLD�� 6XIIHULQJ� IURP� ODFN� RI� DSSOLFDQWV� WR� VFLHQFH� DQG� WHFKQRORJ\
GHSDUWPHQWV� DW� LQVWLWXWLRQV�RI�KLJKHU�HGXFDWLRQ�� VHYHUDO�0HPEHU�6WDWHV� VXFK� DV�*HUPDQ\
DQG�,UHODQG�KDYH�LQLWLDWHG�DZDUHQHVV�FDPSDLJQV��RIWHQ�LQ�FORVH�FRRSHUDWLRQ�ZLWK�WKH�SULYDWH
VHFWRU�

1HZ�LQVWLWXWLRQV�DQG�FRXUVHV�DUH�EHLQJ�FUHDWHG�DW�WKH�OHYHO�RI�KLJKHU�HGXFDWLRQ��(�J���'HQPDUN
HVWDEOLVKHG�LQ�ODWH������WZR�,&7�FROOHJHV�DQG�LQWURGXFHG�QHZ�VSHFLDOLVHG�,&7�FRXUVHV�ZLWK
D� GXUDWLRQ� RI� WZR� \HDUV�� $V� SDUW� RI� DQ� RYHUDOO� VWUDWHJ\�� ,WDO\� SODQV� WR� HVWDEOLVK� ��
ODERUDWRULHV� DQG� FRXUVHV� LQ� HFRQRPLFV� DQG� ,&7�� �� XQLYHUVLW\�EDVHG� FHQWUHV� RI� H[FHOOHQFH
GHYRWHG� WR� ,&7�� DQG� ��� SXEOLF� PXOWLPHGLD� WUDLQLQJ� FHQWUHV� EHIRUH� WKH� HQG� RI� ������ ,Q
6ZHGHQ�D�QHZ�,7�XQLYHUVLW\�LV�SODQQHG�WR�RSHQ�LQ�������DQG�WKH�H[LVWLQJ�,7�EUDQFK�RI�WKH
5R\DO�,QVWLWXWH�RI�7HFKQRORJ\�LV�H[SHFWHG�WR�HGXFDWH��������VWXGHQWV�ZLWKLQ�WKH�QH[W�ILYH
\HDUV�
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2WKHU� PHDVXUHV� WR� SURPRWH� WKH� GLIIXVLRQ� RI� ,&7� LQFOXGH� WKH� *HUPDQ� '���� ,QLWLDWLYH�
ZKLFK� LV� EDVHG� RQ�SXEOLF�SULYDWH� SDUWQHUVKLSV� WR� GHYHORS� SURMHFWV� DQG� FDPSDLJQV�ZLWK� D
KLJK�35�HIIHFW�WR�DFFHOHUDWH�WKH�GLVWULEXWLRQ�DQG�XVH�RI�,&7��$�QXPEHU�RI�0HPEHU�6WDWHV
VXFK� DV� *UHHFH�� ,WDO\�� 6SDLQ� DQG� 6ZHGHQ� JLYH� WD[� UHOLHI� WR� FRPSDQLHV� VXSSO\LQJ� WKHLU
HPSOR\HHV�ZLWK�,&7�HTXLSPHQW��*UHHFH�DQG�6SDLQ�KDV�LQ�DGGLWLRQ�LQWURGXFHG�D�UDQJH�RI�WD[
PHDVXUHV� WR� HQFRXUDJH� EXVLQHVV� LQYHVWPHQW� UHODWHG� WR� ,&7�� LQWHUQHW� DFFHVV� DQG� WKH
GHYHORSPHQW�RI�ZHE�VLWHV�DQG�H�FRPPHUFH�DFWLYLWLHV�

7KHVH� WD[� LQFHQWLYHV� WR� EXVLQHVV� ,&7� XVH� UHSUHVHQW� DQ� H[FHSWLRQ�� DV� PRVW� PHDVXUHV� WR
SURPRWH�DFFHVV�WR�DQG�XVH�RI�,&7�DUH�WDUJHWHG�DW�HLWKHU�LPSURYLQJ�IUDPHZRUN�FRQGLWLRQV
RU� DW� LQGLYLGXDOV�� 8VLQJ� GLUHFW� ILVFDO� LQFHQWLYHV� WR� SURPRWH� VSHFLILF� WHFKQRORJLHV� LQ
SURGXFWLRQ�DV�ZHOO�DV�LQ�FRQVXPSWLRQ�VKRXOG��KRZHYHU��EH�FDUHIXOO\�FRQVLGHUHG��7KH�FRVWV
LQ�WHUPV�RI�ORVW�UHYHQXH�DQG�GLVWRUWLRQDU\�HIIHFWV�RQ�SULFHV�VKRXOG�EH�DVVHVVHG�DJDLQVW�WKH
DGGLWLRQDO�VRFLDO�EHQHILWV�WKDW�DUH�DFKLHYHG��,W�LV�JHQHUDOO\�WR�EH�H[SHFWHG�WKDW�WKH�GHPDQG
IRU�,&7��HVSHFLDOO\�E\�HQWHUSULVHV��LV�VRFLDOO\�DSSURSULDWH�

+RZHYHU��60(V�PD\�IDFH�KLJK�FRVWV�DQG�RWKHU�EDUULHUV�WR�DGRSWLQJ�WKH�QHZ�WHFKQRORJLHV�DQG
H[SORLWLQJ�WKHLU�SRVVLELOLWLHV��7R�DGGUHVV�WKLV�SUREOHP��VRPH�0HPEHU�6WDWHV�VXFK�DV�$XVWULD�
*HUPDQ\�DQG�WKH�8.�KDYH�HVWDEOLVKHG�XQLWV�RU�FHQWUHV�RI�H[FHOOHQFH�WR�DGYLFH�DQG�DVVLVW
60(V�LQ�DUHDV�VXFK�DV�VHWWLQJ�XS�DQ�H�FRPPHUFH�EXVLQHVV�

(�JRYHUQPHQW
$OO�0HPEHU�6WDWHV�DUH�GHYHORSLQJ�H�JRYHUQPHQW�LQ�D�ZLGH�UDQJH�RI�DUHDV�RI�ZKLFK�VRPH�VXFK�DV
PDNLQJ� SXEOLF� SURFXUHPHQW� PRUH� HIILFLHQW� DQG� UHGXFLQJ� WKH� DGPLQLVWUDWLYH� EXUGHQV� RI
HQWHUSULVHV�� KDYH� DOUHDG\� EHHQ�PHQWLRQHG�� FI�� VHFWLRQV� ���� DQG� �����0XFK� HIIRUW� KDV� DOUHDG\
EHHQ�PDGH�LQ�DOO�0HPEHU�6WDWHV�WR�HVWDEOLVK�,QWHUQHW�SRUWDOV�SURYLGLQJ�DFFHVV�DQG�OLQNV�WR
SXEOLF� DXWKRULWLHV� DQG� LQIRUPDWLRQ� RQ� PDQ\� DVSHFWV� RI� WKH� SXEOLF� VHFWRU�� 6LPLODUO\�� DOO
FRXQWULHV� DUH� JUDGXDOO\� FUHDWLQJ� SRVVLELOLWLHV� IRU� VXEPLWWLQJ� IRUPV�� H�J�� IRU� WD[DWLRQ� RU
DSSOLFDWLRQ� IRU� VXSSRUW� DQG� JUDQWV�� XVLQJ� WKH� ,QWHUQHW�� 7KHVH� LQLWLDWLYHV� LQFUHDVH� WKH
WUDQVSDUHQF\�RI�WKH�SXEOLF�VHFWRU�DQG�UHGXFH�WKH�EXUGHQ�DVVRFLDWHG�ZLWK�WKH�DGPLQLVWUDWLYH
UHTXLUHPHQWV�WKDW�WKH�SXEOLF�VHFWRU�OD\V�XSRQ�FLWL]HQV�DQG�EXVLQHVVHV�

7KH� OLVW� RI�SRVVLEOH� XVHV�RI� WKH�QHZ� WHFKQRORJ\� WR� HQKDQFH� WKH� HIILFLHQF\�DQG�TXDOLW\�RI
SXEOLF� DGPLQLVWUDWLRQ� DQG� WKH� VHUYLFHV� SURYLGHG� E\� WKH� SXEOLF� VHFWRU� LV� ORQJ�� DQG� WKH
SRWHQWLDO� SUREDEO\� QRW� IXOO\� DSSUHFLDWHG� \HW�� 7R� H[SORUH� DQG� GHYHORS� WKH� IXOO� XVH� RI
HOHFWURQLF�EXVLQHVV�DQG�OHJDO�WUDQVDFWLRQV��*HUPDQ\�KDV�ODXQFKHG�D�SLORW�SURMHFW��FI��ER[�����

2WKHU� LQLWLDWLYHV� ZLWKLQ� WKH� IUDPHZRUN� RI� H�JRYHUQPHQW� LQFOXGH� WKH� FUHDWLRQ� RI� DQ
HOHFWURQLF�MRE�H[FKDQJH�ZLWKLQ�WKH�$XVWULDQ�SXEOLF�HPSOR\PHQW�VHUYLFH��DQG�WKH�ODXQFK�RI�D
'DQLVK� GDWD� EDVH� FRQWDLQLQJ� DOO� SXEOLF� VHFWRU� YDFDQFLHV�� %HOJLXP� KDV� HVWDEOLVKHG� D� SLORW
SURMHFW� WR� FUHDWH� YLUWXDO� FRXUWV� DQG� DOORZ� IRU� WKH� HOHFWURQLFDOO\� VXEPLVVLRQ� RI� OHJDO
GRFXPHQWV�



��

%R[����� *RRG�SUDFWLFH��&UHDWLQJ�D�NQRZOHGJH�EDVHG�VRFLHW\�WKURXJK�H�
JRYHUQPHQW��H�FRPPHUFH�DQG�H�SURFXUHPHQW

0RVW�0HPEHU�6WDWHV�KDYH�DFFHOHUDWHG�WKHLU�HIIRUW�LQ�WKH�SUHYLRXV�\HDU�WR�SURYLGH�DQ�LQIRUPDWLRQ�VRFLHW\�IRU
DOO�� 7KLV� LQFOXGHV� IRU� H[DPSOH� SXEOLF� SURFXUHPHQW� RQ�OLQH� DQG� WKH� LQWURGXFWLRQ� RI� GLJLWDO� VLJQDWXUHV� WR
IDFLOLWDWH�H�FRPPHUFH��7KHUH�DUH�VHYHUDO�SRVLWLYH�HIIHFWV��3XEOLF�DGPLQLVWUDWLRQ�LV�EHFRPLQJ�PRUH�HIILFLHQW�DQG
FLWL]HQ�IULHQGO\��HQWHUSULVHV�DUH�EHFRPLQJ�PRUH�IOH[LEOH�DQG�SURGXFWLYH�DQG�WKH�ZRUNLQJ�DQG�OLYLQJ�FRQGLWLRQV
IRU�FLWL]HQV�DUH�LPSURYLQJ�

2QH� LQWHUHVWLQJ� H[DPSOH� WR� LPSURYH� WKH� HOHFWURQLF� LQWHUDFWLRQ� EHWZHHQ� FLWL]HQV�� EXVLQHVV� DQG� SXEOLF
DGPLQLVWUDWLRQ� LV� WKH� ´0(',$#.RPPµ� SURMHFW� LQ� *HUPDQ\�� 7KLV� SLORW� SURMHFW� DLPV� WR� IDFLOLWDWH� WKH
GHYHORSPHQW�DQG�XVH�RI�HOHFWURQLF�EXVLQHVV�DQG�OHJDO�WUDQVDFWLRQ��7KH�EURDG�XVH�RI�WKH�GLJLWDO�VLJQDWXUH�SOD\V
D�NH\�UROH�

7KH�ILUVW�VWHS�ZDV�WR�GHYHORS�D�FRPSUHKHQVLYH�FRQFHSW�RI�´GLJLWDO�WRZQ�KDOOVµ�DQG�´GLJLWDO�PDUNHW�SODFHVµ�LQ
WKH�IUDPHZRUN�RI�D�EURDGO\�GHVLJQHG�PXOWLPHGLD�FRPSHWLWLRQ��7KH�FRQFHSW�ZDV�EDVHG�RQ�FORVH�SXEOLF�SULYDWH
SDUWQHUVKLSV�� DQG� WKH� WKUHH� ZLQQHUV� ZHUH� VHOHFWHG� E\� DQ� LQGHSHQGHQW� SDQHO�� 7KH� FRQFHSW� KDV� EHHQ
LPSOHPHQWHG� LQ� %UHPHQ�� (VVOLQJHQ�2VWILOGHUQ� DQG� WKH� WRZQ� DVVRFLDWLRQ� 1XUHPEHUJ�%D\UHXWK�(UODQJHQ�
)�UWK�6FKZDEDFK�DV�SLORW�SURMHFWV�

:LWK�WKH�LPSOHPHQWDWLRQ�RI�WKH�´0(',$#.RPPµ�SURMHFW��FLWL]HQV�QR�ORQJHU�QHHG�WR�JR�WR�WKH�WRZQ�KDOO�WR
PDNH� FKDQJHV� LQ� IRU� H[DPSOH� OHJDO� QRWLILFDWLRQV� DQG� VWDWXV�� 7KLV� FDQ� QRZ� EH�PDGH� E\� WKHPVHOYHV� RQ� WKH
LQWHUQHW� XVLQJ� GLJLWDO� VLJQDWXUHV�� 6WXGHQWV� JDLQ� IURP� IRU� H[DPSOH� HOHFWURQLF� VWXGHQW� ,'� FDUGV� DQG� GLJLWDO
XQLYHUVLW\� UHFRUGV�� &RQVWUXFWLRQ� SURMHFWV� KDYH� EHFRPH� PRUH� WUDQVSDUHQW� DQG� TXLFNHU� WKURXJK� WKH� XVH� RI
GLJLWDO�WHQGHU��7KH�GLJLWDO�QHWZRUN�LV�RIIHULQJ�LQYHVWRUV�DQG�VWDUW�XS�HQWUHSUHQHXUV�FRPSUHKHQVLYH�VXSSRUW�LQ
RQH�VWRS�VKRSV�

7KH� UHVXOW� RI� WKH� SLORW� SURMHFW� KDV� EHHQ� D� VXEVWDQWLDO� UHGXFWLRQ� LQ� DGPLQLVWUDWLYH� EXUGHQ� IRU� FLWL]HQV� DQG
HQWHUSULVHV�

6HYHUDO� RWKHU�PHPEHU� VWDWHV� KDYH� WDNHQ� VLPLODU�PHDVXUHV� WR� IDFLOLWDWH� WKH� WUDQVLWLRQ� WR� D� NQRZOHGJH�EDVHG
VRFLHW\��H�J���WKH�´H�$XVWULD�LQ�H�(XURSHµ�SURMHFW�DQG�WKH�´,QWHUQHW�LQLWLDWLYHµ�LQ�3RUWXJDO�

6WUHQJWKHQLQJ�WKH�OHYHO�DQG�UHWXUQ�WR�5	'�DQG�LQQRYDWLRQ
7KH� SURGXFWLRQ� DQG� GLIIXVLRQ� RI� NQRZOHGJH� LV� D� NH\� GULYHU� RI� SURGXFWLYLW\� DQG� ZHDOWK
JURZWK��2YHUDOO�WKH�(8�ODJV�EHKLQG�WKH�86�DQG�-DSDQ�LQ�WHUPV�RI�WKH�RYHUDOO�UHVRXUFHV�SXW
LQWR� UHVHDUFK�DQG�GHYHORSPHQW�DFWLYLWLHV��DQG� LQLWLDWLYHV� WR� UHGXFH� WKH�(XURSHDQ� VKRUWIDOO
DUH�QHHGHG���

7KH� VKRUWIDOO� LQ� WRWDO� 5	'� H[SHQGLWXUHV� LQ� WKH� (8� FDQ� SULPDULO\� EH� DWWULEXWHG� WR� WKH
SULYDWH�VHFWRU��ZKLOH�RQ�DYHUDJH�WKHUH�LV�QR�VKRUWIDOO�LQ�SXEOLF�5	'�LQ�H[SHQGLWXUHV�LQ�WKH
(8�FRXQWULHV��+RZHYHU��VXEVWDQWLDO�GLIIHUHQFHV�H[LVW�EHWZHHQ�0HPEHU�6WDWHV�ZLWK�UHVSHFW
WR�WKH�VKDUH�RI�*'3�WKDW�LV�DOORFDWHG�WR�SXEOLF�UHVHDUFK��7KUHH�0HPEHU�6WDWHV�ZLWK�SXEOLF
5	'�H[SHQGLWXUHV�EHORZ�WKH�(8�DYHUDJH�²�,WDO\��6SDLQ�DQG�WKH�8.�²�DGRSWHG�FRPSUHKHQVLYH
SODQV� WR� VWUHQJWKHQ� SXEOLF� DV� ZHOO� DV� SULYDWH� 5	'� LQ� ������ &RPELQLQJ� LQFUHDVHG� IXQGLQJ� WR
SXEOLF� UHVHDUFK� LQVWLWXWLRQV�� LQFHQWLYHV� IRU� SULYDWH� VHFWRU� UHVHDUFK� DQG� LQFUHDVHG
FRRSHUDWLRQ�EHWZHHQ�WKH�SULYDWH�DQG�SXEOLF�VHFWRU��WKH�,WDOLDQ�SODQ�DLPV�IRU�DQ�LQFUHDVH�RI
WRWDO�5	'�H[SHQGLWXUH�RI����SHU�FHQW�ZLWKLQ�WKH�QH[W�VL[�\HDUV��DQG�6SDLQ�DLPV�DW�UHDFKLQJ
D�OHYHO�RI�5	'�DQG�LQQRYDWLRQ�FRUUHVSRQGLQJ�WR���SHU�FHQW�RI�*'3�LQ������

$OWKRXJK�WKH�OHYHO�RI�SXEOLF�VHFWRU�UHVHDUFK�LV�DGHTXDWH�LQ�PDQ\�0HPEHU�6WDWHV��PXFK�FDQ
EH�GRQH�WR�LPSURYH�WKH�RXWSXW�LQ�WHUPV�RI�TXDOLW\�DQG�GLIIXVLRQ�WR�H[SORLW�WKH�SRWHQWLDO�EHQHILWV�LQ
������������������������������������������������
���5	'�ZDV�D�VSHFLDO�WRSLF�LQ�ODVW�\HDU·V�$QQXDO�5HSRUW�RI�WKH�(3&��DQG�WKH�IRFXV�LV�WKHUHIRUH�KHUH�SULPDULO\
RQ�LQLWLDWLYHV�DGRSWHG�LQ������



��

WHUPV� RI� QHZ� LQQRYDWLRQ� SURGXFWV� DQG� SURFHVVHV�� &RQFHQWUDWLQJ� UHVRXUFHV� WR� DFKLHYH� D
FULWLFDO�PDVV��UHGLUHFWLQJ�H[LVWLQJ�IXQGLQJ�DQG�LQFUHDVLQJ�WKH�DZDUHQHVV�RI�SXEOLF�UHVHDUFKHUV
WR�WKH�QHHGV�RI�VRFLHW\�DUH� LPSRUWDQW�PHDQV� LQ�WKLV�UHVSHFW��6ZHGHQ�FKDQJHG� LQ������WKH
VWUXFWXUH� RI� UHVHDUFK� DJHQFLHV� WR� IXUWKHU� FRRSHUDWLRQ� EHWZHHQ� GLIIHUHQW� UHVHDUFK� DUHDV�
LPSURYH� WKH� GLIIXVLRQ� RI� UHVXOWV� DQG� VWUHQJWKHQ� UHVHDUFK� LQ� SULRULW\� DUHDV� VXFK� DV
ELRWHFKQRORJ\�� HGXFDWLRQDO� VFLHQFH� DQG� ,&7��2WKHU�0HPEHU� 6WDWHV� VXFK� DV� %HOJLXP� DQG
)UDQFH� KDYH� LQFUHDVHG� IXQGLQJ� VSHFLILFDOO\� IRU� SXEOLF� UHVHDUFK� LQ� ,&7�� 7KH�8.� ERRVWHG
UHVHDUFK� LQ� QHZ� DUHDV� VXFK� DV� JHQRPLFV�� H�VFLHQFH� DQG� EDVLF� WHFKQRORJ\�� DQG� DOORFDWHG
VXEVWDQWLDO�IXQGV�WR�LPSURYH�UHVHDUFK� LQIUDVWUXFWXUH��DQG�WKH�,ULVK�1DWLRQDO�'HYHORSPHQW
SODQ�LQFOXGHV��DPRQJ�PXFK�PRUH��D�IXQG�IRU�VWUHQJWKHQLQJ�UHVHDUFK�LQIUDVWUXFWXUH�LQ�QLFKH
DUHDV�ZLWK�DQ�LQLWLDO�IRFXV�RQ�SURMHFWV�ZLWKLQ�,&7�DQG�ELRWHFKQRORJ\�

7DNLQJ�D�VRPHZKDW�EURDGHU�DSSURDFK�WR�5	'��WKH�HVWDEOLVKPHQW�RI�0HGLD/DE�(XURSH�LQ
,UHODQG�DQG�/HDUQLQJ/DE�'HQPDUN�LQ������UHSUHVHQWV�D�QRYHOW\��%RWK�/DEV�DUH�LQVSLUHG�E\
DQG�FRRSHUDWH�FORVHO\�ZLWK�WKH�0,7�0HGLD�/DE��%\�EULQJLQJ�WRJHWKHU�SHUVRQV�IURP�SXEOLF
UHVHDUFK�DQG�HGXFDWLRQDO�LQVWLWXWLRQV��SULYDWH�VHFWRU�FRPSDQLHV�DQG�YDULRXV�LQGLYLGXDOV�WKH
EDVLF� LGHD� LV� WR� FUHDWH� D� UHVHDUFK� FXOWXUH� GLIIHUHQW� IURP� WKDW� ZKLFK� H[LVWV� LQ� WUDGLWLRQDO
UHVHDUFK�HQYLURQPHQWV��,Q�,UHODQG��WKH�IRFXV�LV�RQ�IRUPLQJ�WKH�HQWUHSUHQHXUV�DQG�OHDGHUV�RI
WRPRUURZ� ZLWKLQ� FRPPXQLFDWLRQV�� PXOWLPHGLD� DQG� WKH� OHDUQLQJ� DUWV� DQG� VFLHQFHV�� ,Q
'HQPDUN�� WKH� IRFXV� LV� GLUHFWHG� WRZDUGV� QHZ� PHWKRGV� RI� OHDUQLQJ� DQG� FRPSHWHQFH
IRUPDWLRQ�

,QFUHDVLQJ� WKH� FROODERUDWLRQ� EHWZHHQ� SXEOLF� UHVHDUFK� LQVWLWXWLRQV� DQG� WKH� SULYDWH� VHFWRU� LV� NH\� WR� WKH
H[SORLWDWLRQ�RI�QHZ�NQRZOHGJH��0DQ\�0HPEHU�6WDWHV�KDYH�HVWDEOLVKHG�FHQWUHV�RI�H[FHOOHQFH
WR�EULGJH�WKH�JDS�EHWZHHQ�WKH�WZR�VHFWRUV��*HUPDQ\�DQG�WKH�8.�KDYH�LQ������LQWURGXFHG
QHZ�LQQRYDWLYH�PHDVXUHV�WR�VWUHQJWKHQ�WKH�OLQNV�EHWZHHQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV��FI�
ER[������

:KLOH�PRVW� HIIRUWV� DUH� SXW� LQWR� LPSURYLQJ� WKH� IUDPHZRUN� FRQGLWLRQV� IRU� SULYDWH� VHFWRU
5	'��VRPH�PHDVXUHV�UHO\�RQ�GLUHFW�SXEOLF�ILQDQFLDO�VXSSRUW�WR�WKH�SULYDWH�VHFWRU��,Q�UHFHQW
\HDUV�� VHYHUDO�0HPEHU� 6WDWHV� KDYH� XVHG� WD[� LQFHQWLYHV� WR� LQFUHDVH� SULYDWH� VHFWRU� 5	'�� ,Q
������$XVWULD�GHFLGHG�WR�LQFUHDVH�WKH�WD[�DOORZDQFH�IRU�SULYDWH�VHFWRU�5	'�DQG�XQLI\�WKH
WD[� WUHDWPHQW� RI� RZQ� DQG� RXWVLGH� UHVHDUFK�� 7KH� LQWURGXFWLRQ� RI� WD[� LQFHQWLYHV� LV� RQH
HOHPHQW�RI�WKH�RYHUDOO�6SDQLVK�SODQ�



��

%R[������ *RRG�SUDFWLFH��,PSURYLQJ�WKH�OLQNV�EHWZHHQ�XQLYHUVLWLHV�DQG�EXVLQHVV
6HYHUDO�0HPEHU�6WDWHV�KDYH�LQ�WKH�SDVW�\HDUV�SXW�SDUWLFXODU�HIIRUWV� LQWR� WKH� LPSURYHPHQW�RI�WKH�WUDQVIHU�RI
NQRZOHGJH� DQG� WHFKQRORJ\� EHWZHHQ� WKH� SXEOLF� DQG� SULYDWH� VHFWRU�� ([DPSOHV� RI� SROLF\� HIIRUWV� LQFOXGH�
SURJUDPPHV�RU�VFKHPHV�WR�VWUHQJWKHQ�FRRSHUDWLRQ�EHWZHHQ�XQLYHUVLWLHV�DQG�RWKHU�SXEOLF�UHVHDUFK�LQVWLWXWLRQV
DQG� EXVLQHVV�� PRELOLW\� SURJUDPPHV� IRU� UHVHDUFKHUV�� WKH� UHGXFWLRQ� RI� UHVWULFWLRQV� RQ� H[WHUQDO� DFWLYLWLHV� RI
SXEOLF�UHVHDUFKHUV��DQG�DQ�LQFUHDVH�LQ�WKH�DXWRQRP\�RI�SXEOLF�UHVHDUFKHUV�LQVWLWXWLRQV�

7KH�8QLWHG� .LQJGRP� KDV� HVWDEOLVKHG� D� QXPEHU� RI� VFKHPHV� WR� VXSSRUW� XQLYHUVLWLHV� LQ� WKHLU� QHZ� UROH� DV
FHQWUHV�RI�H[FHOOHQFH�IRU�NQRZOHGJH�WUDQVIHU��7KH�+LJKHU�(GXFDWLRQ�,QQRYDWLRQ�)XQG��ZRUWK�������PLOOLRQ
RYHU�WKUHH�\HDUV���D�WULSOLQJ�RI�H[LVWLQJ�IXQGLQJ�E\�WKH�WKLUG�\HDU���DLPV�DW�FUHDWLQJ�D�FOLPDWH�RI�HQWHUSULVH�LQ�DOO
8.�XQLYHUVLWLHV�E\�SURYLGLQJ�LQFHQWLYHV�IRU�UHVHDUFKHUV�WR�H[SORLW�WKH�UHVXOWV�RI�WKHLU�ZRUN�

7KH� 8QLYHUVLW\� &KDOOHQJH� &RPSHWLWLRQ�� ZRUWK� �� ��� PLOOLRQ� SURYLGHV� VHHGFRUQ� IXQGLQJ� IRU� FRPPHUFLDO
GHYHORSPHQWV�DW�DQ�HDUO\�VWDJH�����VXFK�IXQGV��LQYROYLQJ����XQLYHUVLWLHV�DUH�DOUHDG\�LQ�SODFH�

*UHDWHU� XVH�ZLOO� DOVR� EH�PDGH� RI� )DUDGD\� 3DUWQHUVKLSV� ZKLFK� DUH� VSRQVRUHG� E\� UHVHDUFK� FRXQFLOV� DQG� WKH
*RYHUQPHQW�DQG�ZKLFK� OLQN�XQLYHUVLWLHV�� LQGHSHQGHQW� UHVHDUFK�DQG� WHFKQRORJ\�RUJDQLVDWLRQV�ZLWK�EXVLQHVV
DQG� ILQDQFH� FRPSDQLHV� WR�GHYHORS� QHZ�SURGXFWV� DQG�SURFHVVHV�� 7KHVH� SDUWQHUVKLSV� DLP� DW� SURPRWLQJ� WKH
WZR�ZD\� IORZ� RI� LQGXVWULDO� WHFKQRORJ\� DQG� VNLOOHG� SHRSOH� EHWZHHQ� WKH� VFLHQFH� DQG� HQJLQHHULQJ� EDVH� DQG
LQGXVWU\��VWUHQJWKHQLQJ�SDUWQHUVKLSV�EHWZHHQ�LQGXVWULDOO\�RULHQWHG�UHVHDUFK�RUJDQLVDWLRQV�DQG�WKH�VFLHQFH�DQG
HQJLQHHULQJ� EDVH�� 7KH\� DOVR� VXSSRUW� FRUH� UHVHDUFK� XQGHUSLQQLQJ� SURGXFW� DQG� SURFHVV� GHYHORSPHQW� DQG
HQKDQFH�WKH�UHOHYDQFH�RI�SRVWJUDGXDWH�HGXFDWLRQ�DQG�WUDLQLQJ�IRU�FDUHHUV�

)LQDOO\�D�6PDOO�%XVLQHVV�5HVHDUFK�,QLWLDWLYH��6%5,��KDV�EHHQ�ODXQFKHG�ZLWK�D�WDUJHW�RI������PLOOLRQ�RI�5	'
SHU�\HDU�WR�EH�SURFXUHG�IURP�60(V�E\�'HSDUWPHQWV�DQG�5HVHDUFK�&RXQFLOV�

,Q� *HUPDQ\� WKH� *RYHUQPHQW� KDV� ODXQFKHG� WKH� ´(;,67� 3URJUDPPH� ²� 6WDUW�8S� (QWUHSUHQHXUV� IURP
8QLYHUVLWLHVµ� DV� SDUW� RI� D� SDFNDJH� RI�PHDVXUHV� WR� DVVLVW� WKH� WUDQVIHU� RI� LQQRYDWLRQ� DQG� WHFKQRORJ\� DQG� WR
IRVWHU� LQQRYDWLYH�EXVLQHVV� VWDUW�XSV��(;,67�EHJDQ�DV� D� FRPSHWLWLRQ�DLPHG� DW� XQLYHUVLWLHV�ZRUNLQJ� WRJHWKHU
ZLWK�H[WHUQDO�SDUWQHUV�IURP�EXVLQHVV�DQG�UHVHDUFK�LQ�WKHLU�UHJLRQ��0RUH�WKDQ�����XQLYHUVLWLHV�WRRN�SDUW�DQG�LQ
PDQ\�FDVHV�WKH�FRPSHWLWLRQ�ZDV�WKH�VWDUWLQJ�SRLQW�IRU�UHJLRQDO�QHWZRUNLQJ�

,Q�$XVWULD�� UHVHDUFK�SURJUDPPHV�RI�VHYHUDO�\HDUV·�GXUDWLRQ�KDYH�EHHQ�FDUULHG�RXW�ZLWKLQ� WKH� IUDPHZRUN�RI
FRPSHWHQFH� FHQWUHV�� ZKLFK� LPSURYH� WKH� DFFHVV� WR� QHZ� WHFKQRORJLHV� WKURXJK� FRRSHUDWLRQ� DPRQJ� UHVHDUFK
LQVWLWXWLRQV�DQG�XQLYHUVLWLHV�RQ�WKH�RQH�KDQG�DQG�EXVLQHVV�RQ�WKH�RWKHU�KDQG��2YHUDOO�����FRPSHWHQFH�FHQWUHV
DUH�HLWKHU�LQ�WKHLU�VWDUW�XS�SKDVH�RU�KDYH�DOUHDG\�EHFRPH�RSHUDWLRQDO�



��

���,PSOHPHQWDWLRQ�RI�WKH�%URDG�(FRQRPLF�3ROLF\�*XLGHOLQHV

$FFRUGLQJ�WR�WKH�7UHDW\��0HPEHU�6WDWHV�DUH�UHTXLUHG�WR�UHJDUG�WKHLU�HFRQRPLF�SROLFLHV�DV�D
PDWWHU� RI� FRPPRQ� FRQFHUQ� DQG� VKDOO� FRRUGLQDWH� WKHP� ZLWKLQ� WKH� &RXQFLO� ZLWKLQ� WKH
FRQWH[W�RI� WKH�%URDG�(FRQRPLF�3ROLF\�*XLGHOLQHV��7KH�%(3*V�GUDZ�WRJHWKHU�DQG�GLUHFW
WKH� GLIIHUHQW� SURFHVVHV� RI� HFRQRPLF� SROLF\� FRRUGLQDWLRQ�� ZKLFK� LQFOXGH� WKH� &DUGLII
PXOWLODWHUDO� UHYLHZ� RI� HFRQRPLF� UHIRUPV�� WKH� /X[HPERXUJ� FRRUGLQDWHG� (XURSHDQ
HPSOR\PHQW� VWUDWHJ\� DQG� WKH� &RORJQH� PDFURHFRQRPLF� GLDORJXH�� E\� SXWWLQJ� IRUZDUG� DQ
LQWHJUDWHG�YLHZ�

7KH� (FRILQ� &RXQFLO� LQ� LWV� UHSRUW� RQ� HFRQRPLF� SROLF\� FRRUGLQDWLRQ� VXEPLWWHG� WR� WKH
(XURSHDQ�&RXQFLO� LQ�+HOVLQNL� DVNHG� WKH�(3&� WR� FDUU\�RXW� D� ULJRURXV�SHHU� UHYLHZ�RI� WKH
LPSOHPHQWDWLRQ� RI� WKH� FRXQWU\� VSHFLILF� %(3*V� GHDOLQJ� ZLWK� VWUXFWXUDO� SROLFLHV���� 7KLV
UHYLHZ�KDV�EHHQ�FDUULHG�RXW�RQ�WKH�EDVLV�RI�D�&RPPLVVLRQ�DVVHVVPHQW�

7KH� ����� %(3*V� FRQVLVWHG� RI� WZR� VHWV� RI� UHFRPPHQGDWLRQV�� 7KH� ILUVW� ZHUH� JHQHUDO
UHFRPPHQGDWLRQV�DGGUHVVHG�WR�HFRQRPLF�DFWRUV�LQ�DOO�0HPEHU�6WDWHV��7KH�VHFRQG�VHW�ZDV
FRXQWU\�VSHFLILF� UHFRPPHQGDWLRQV�� 7KHVH� KLJKOLJKWHG� WKH� DUHDV� ZKLFK� WKH� &RXQFLO
FRQVLGHUHG�WR�EH�WKH�PRVW�LPSRUWDQW�IRU�DFWLRQ�LQ�HDFK�0HPEHU�6WDWH�

7KH� SUHVHQW� UHSRUW� RQO\� H[DPLQHV� WKH� LPSOHPHQWDWLRQ� RI� WKHVH� FRXQWU\�VSHFLILF
UHFRPPHQGDWLRQV�UHODWLQJ�WR�VWUXFWXUDO�SROLFLHV�ZKLFK�WKH�&RXQFLO�KDV�DGRSWHG�LQ�������,W
GRHV�QRW�VSHFLILFDOO\�H[DPLQH�WKH�LPSOHPHQWDWLRQ�RI�JHQHUDO�JXLGHOLQHV�DQG�WKRVH�JXLGHOLQHV
GHDOLQJ�ZLWK�PDFURHFRQRPLF� DQG�EXGJHWDU\� LVVXHV��$�PRUH� LQ� GHSWK� H[DPLQDWLRQ� RI� WKH
LPSOHPHQWDWLRQ�RI�WKH�%(3*V��DOVR�FRYHULQJ�WKH�JHQHUDO�UHFRPPHQGDWLRQV��LV�SURYLGHG�IRU
LQ�WKH�&RPPLVVLRQ·V�,PSOHPHQWDWLRQ�5HSRUW�

/DVW� \HDU·V�%(3*�UHIOHFWHG� WR�D� ODUJH�GHJUHH� WKH�QHZ� VWUDWHJ\� DV� DJUHHG�E\� WKH�KHDGV�RI
6WDWH�RU�*RYHUQPHQW�LQ�/LVERQ��7KH\�IRFXVHG�LQ�SDUWLFXODU�RQ�WKH�PHGLXP�DQG�ORQJ�WHUP
LPSOLFDWLRQV� RI� VWUXFWXUDO� SROLFLHV� DQG�RQ� UHIRUPV� DLPHG� DW� SURPRWLQJ� HFRQRPLF� JURZWK
SRWHQWLDO�� HPSOR\PHQW� DQG� VRFLDO� FRKHVLRQ� DV� ZHOO� DV� RQ� WKH� WUDQVLWLRQ� WRZDUGV� D
NQRZOHGJH�EDVHG�VRFLHW\�

7DNLQJ� DOO� ILIWHHQ� 0HPEHU� 6WDWHV� DV� D� ZKROH�� PRVW� RI� WKH� FRXQWU\�VSHFLILF
UHFRPPHQGDWLRQV� KDYH� EHHQ� DW� OHDVW� SDUWLDOO\� LPSOHPHQWHG�� 1HYHUWKHOHVV�� WKH� GHJUHH� RI
LPSOHPHQWDWLRQ�YDULHV�EHWZHHQ�SROLF\�DUHDV�DQG�0HPEHU�6WDWHV�

3URJUHVV�KDV�EHHQ�VWURQJHVW�LQ�DUHDV�VXFK�DV��LPSOHPHQWDWLRQ�RI�6LQJOH�0DUNHW�OHJLVODWLRQ��UHGXFLQJ
WKH� DGPLQLVWUDWLYH� EXUGHQ� IRU� EXVLQHVVHV�� OLEHUDOLVLQJ� WHOHFRPPXQLFDWLRQV� DQG� WR� D� OHVVHU
GHJUHH� HOHFWULFLW\�PDUNHWV�� UHLQIRUFLQJ� WKH� SRZHUV� RI� FRPSHWLWLRQ� DXWKRULWLHV�� VWLPXODWLQJ
SULYDWH� VHFWRU� LQYROYHPHQW� LQ� 5	'�� UHGXFWLRQV� RI� WKH� WD[� EXUGHQ� RQ� ODERXU� DQG
LPSOHPHQWLQJ�D�SUHYHQWDWLYH�DSSURDFK�WR�WDFNOLQJ�\RXWK�DQG�ORQJ�WHUP�XQHPSOR\PHQW�

3URJUHVV�KDV�EHHQ�ZHDNHU�LQ�DUHDV�VXFK�DV��LPSOHPHQWLQJ�DQG�HQIRUFLQJ�SXEOLF�SURFXUHPHQW�UXOHV�
HQKDQFLQJ� FRPSHWLWLRQ� LQ� WKH� WUDQVSRUW�� JDV�� SRVWDO� VHUYLFHV� DQG� VRPH� RWKHU� QHWZRUN
LQGXVWULHV�� UHGXFLQJ� EDUULHUV� IRU� LQYHVWPHQW� LQ� ULVN� FDSLWDO�� UHIRUPLQJ� EHQHILW� V\VWHPV�
UHYLHZLQJ�HPSOR\PHQW�SURWHFWLRQ�OHJLVODWLRQ�DQG�HQKDQFLQJ�ZDJH�IOH[LELOLW\�

������������������������������������������������
��� 5HSRUW� E\� WKH� (FRILQ� &RXQFLO� WR� WKH� (XURSHDQ� &RXQFLO� LQ� +HOVLQNL� RQ� HFRQRPLF� SROLF\� FRRUGLQDWLRQ�
5HYLHZ�RI�LQVWUXPHQWV�DQG�H[SHULHQFH�LQ�6WDJH���RI�(08�����1RYHPEHU������



��

%R[����� ����� FRXQWU\� VSHFLILF� UHFRPPHQGDWLRQV� RQ� SURGXFW�� FDSLWDO� DQG� ODERXU
PDUNHWV

$XVWULD�� ����DFFHOHUDWH� WUDQVSRVLWLRQ�RI�6LQJOH�0DUNHW�'LUHFWLYHV� LQ�SXEOLF�SURFXUHPHQW� ����DFFHOHUDWH� UHJXODWRU\
UHIRUP� LQ� HQHUJ\� DQG� WUDQVSRUW� VHFWRUV� ���� HQFRXUDJH� LQYROYHPHQW� RI� SULYDWH� VHFWRU� LQ� 5� 	'� DQG� VXSSRUW
WHFKQRORJ\� WUDQVIHU� EHWZHHQ� SXEOLF� DQG� SULYDWH� UHVHDUFK� ���� XSJUDGH� VXSHUYLVRU\� IUDPHZRUN� DQG� LPSURYH
FRUSRUDWH�JRYHUQDQFH�E\��LQWHU�DOLD��SXUVXLQJ�SULYDWLVDWLRQ�DQG�GHYHORS�ILVFDO�LQFHQWLYHV�IRU�HTXLW\�DQG�ULVN�FDSLWDO
LQYHVWPHQWV�����LPSOHPHQW�DFWLRQV�SXW�IRUZDUG�LQ������5LVN�&DSLWDO�$FWLRQ�3ODQ�����LQFUHDVH�HDUO\�UHWLUHPHQW�DJH�
UHYLHZ�EHQHILW�V\VWHPV�DQG�SUHYHQW�ULVLQJ�XQHPSOR\PHQW�DPRQJ�ROGHU�ZRUNHUV��DQG�����UHGXFH�WD[HV�RQ�ODERXU�LQ
SDUWLFXODU�IRU�SUREOHP�JURXSV�

%HOJLXP�� ���� LQFUHDVH� FRPSHWLWLRQ� LQ� VHUYLFHV�� HVSHFLDOO\� LQ� HQHUJ\�� WHOHFRPPXQLFDWLRQV�� UDLO� WUDQVSRUW� DQG
EXVLQHVV�VHUYLFHV�����VSHHG�XS�OLEHUDOLVDWLRQ�LQ�QHWZRUNV�DQG�VWUHQJWKHQ�UHJXODWRU\�DXWKRULWLHV�����LPSOHPHQW�DQG
PRQLWRU� PHDVXUHV� DLPHG� DW� UHGXFLQJ� DGPLQLVWUDWLYH� EXUGHQ� IRU� EXVLQHVVHV� ���� LQFUHDVH� WUDQVSDUHQF\� RI
UHODWLRQVKLSV� EHWZHHQ� SXEOLF� DQG� SULYDWH� VHFWRUV� ���� LPSURYH� ILVFDO� HQYLURQPHQW� WR� HQFRXUDJH� SULYDWH� YHQWXUH
FDSLWDO�DQG�UHVWUXFWXUH�FRUSRUDWH�WD[�V\VWHP�����SURPRWH�ODERXU�PRELOLW\�DQG�HQFRXUDJH�VRFLDO�SDUWQHUV�WR�IXUWKHU
DOORZ�ZDJH�QHJRWLDWLRQV�WR�EHWWHU�UHIOHFW�ORFDO�ODERXU�PDUNHW�FRQGLWLRQV�RU�DQG�ILQDQFLDO�VLWXDWLRQ�RI�HQWHUSULVHV�
VRFLDO� SDUWQHUV� DQG� SXEOLF� DXWKRULWLHV� VKRXOG� SD\� DWWHQWLRQ� WR� XSJUDGLQJ� VNLOOV� DQG� LPSURYLQJ� HGXFDWLRQDO
DWWDLQPHQWV�RI�ODERXU�IRUFH�����UHLQIRUFH�DFWLYH�ODERXU�PDUNHW�SROLFLHV��UHYLHZ�WKH�SRWHQWLDO�GLVLQFHQWLYH�HIIHFWV�RI
WD[�DQG�EHQHILW�V\VWHPV�RQ�HPSOR\PHQW�

'HQPDUN�� ���� VWUHQJWKHQ�DQG�DSSO\�FRPSHWLWLRQ�SROLF\� ���� FRQWLQXH� WR� LPSURYH�HIILFLHQF\�RI�SXEOLF� VHFWRU�� IRU
H[DPSOH� E\� V\VWHPDWLF� XVH� RI� SXEOLF� WHQGHULQJ� ���� LQFUHDVH� WHFKQRORJ\� WUDQVIHUV� IURP� UHVHDUFK� LQVWLWXWHV� WR
EXVLQHVVHV� ���� UHGXFH� FRQVWUDLQWV� RQ� SHQVLRQ� IXQGV� LQYHVWPHQW� WR� LQFUHDVH� YHQWXUH� FDSLWDO� ���� JLYH� DWWHQWLRQ� WR
JRRG�SUDFWLVH� H[DPSOHV�SXW� IRUZDUG� LQ� �����5LVN�&DSLWDO�&RPPXQLFDWLRQ� ���� UHGXFH� ILVFDO� SUHVVXUH� RQ� ODERXU�
DSSO\�DQG�PRQLWRU�PHDVXUHV�WR�LQFUHDVH�ODERXU�VXSSO\�

)LQODQG�� ���� LQFUHDVH�FRPSHWLWLRQ� LQ�D� UDQJH�RI�VHFWRUV��HVSHFLDOO\� LQ�GLVWULEXWLRQ�VHFWRU�DQG�FRQVLGHU� UHIRUPLQJ
WKH�FRPSHWLWLRQ�ODZ�����IXUWKHU�RSHQ�XS�PDUNHW�IRU�SXEOLF�VHUYLFHV�����JLYH�DWWHQWLRQ�WR�H[DPSOHV�RI�JRRG�SUDFWLVH
SXW�IRUZDUG�LQ�2FWREHU������5LVN�&DSLWDO�&RPPXQLFDWLRQ�����FRQWLQXH�ZLWK�HIIRUWV�WR�HQFRXUDJH�LQYHVWPHQW�E\
LQVWLWXWLRQDO�LQYHVWRUV�LQ�HTXLW\�PDUNHWV�����UHYLHZ�WKH�EHQHILW�V\VWHP�LQ�RUGHU�WR�LQFUHDVH�MRE�DYDLODELOLW\��PDNH�MRE
VHDUFK�PRUH�HIIHFWLYH�DQG�LQFUHDVH�WKH�LQFHQWLYHV�WR�WDNH�XS�MRE�RIIHUV��DQG�����UHGXFH�WD[�EXUGHQ�RQ�ODERXU�

)UDQFH�� ���� LPSURYH� LPSOHPHQWDWLRQ� RI� 6LQJOH�0DUNHW� OHJLVODWLRQ�� LQFUHDVH� WUDQVSDUHQF\� LQ� SXEOLF� SURFXUHPHQW
SURFHGXUHV�����DYRLG�JUDQWLQJ�ODUJH�DG�KRF�DLG�����ZLGHQ�OLEHUDOLVDWLRQ�RI�QHWZRUN�LQGXVWULHV��SDUWLFXODUO\�WKH�HQHUJ\
VHFWRU� ���� FRQWLQXH� HIIRUWV� WR� VLPSOLI\� IRUPDOLWLHV� DQG� HQFRXUDJH� LQQRYDWLRQ� ���� IDFLOLWDWH� LQYHVWPHQW� E\
LQVWLWXWLRQDO�LQYHVWRUV�LQ�VWRFN�PDUNHWV�DQG�LQ�YHQWXUH�FDSLWDO�����SD\�DWWHQWLRQ�WR�H[DPSOHV�RI�JRRG�SUDFWLVH�SXW
IRUZDUG� LQ�2FWREHU������5LVN�&DSLWDO�&RPPXQLFDWLRQ� ����SXUVXH�PHDVXUHV� WR� UHGXFH� ILVFDO�SUHVVXUH�RQ� ODERXU�
HVSHFLDOO\�WKRVH�GHVLJQHG�IRU�XQVNLOOHG�DQG�ORZ�SDLG�ZRUNHUV�����UHYLHZ�HPSOR\PHQW�SURWHFWLRQ�OHJLVODWLRQ�LQ�RUGHU
WR�DVVHVV� LWV� LPSDFW�RQ�XQHPSOR\PHQW� ����PRQLWRU� WKH� ���KRXU�ZHHN� UHIRUP� VR� DV� WR� DYRLG� DGYHUVH� HIIHFWV� RQ
ZDJH�FRVWV��ODERXU�VXSSO\�DQG�ZRUN�RUJDQLVDWLRQ�

*HUPDQ\������HQVXUH�LQFUHDVHG�RSHQLQJ�XS�RI�SXEOLF�SURFXUHPHQW��SURPRWH�HOHFWURQLF�DFFHVV�WR�SXEOLF�WHQGHUV����
OLEHUDOLVH�DGYHUWLVLQJ�UHJXODWLRQV�����LPSURYH�FRPSHWLWLYH�VWUXFWXUHV�DQG�HIILFLHQF\�E\�SULYDWLVDWLRQ�����UHGXFH�6WDWH
DLG� ���� UHYLHZ� WKH� QHZ� DJUHHPHQW� RQ� HOHFWULFLW\� SD\PHQWV� ���� UHGXFH� UHVWULFWLRQV� DQG� DGPLQLVWUDWLYH� EXUGHQ� RQ
60(V� ���� JLYH� FRQVLGHUDWLRQ� WR� H[DPSOHV� RI� JRRG� SUDFWLFH� SXW� IRUZDUG� LQ� 2FWREHU� ����� 5LVN� &DSLWDO
&RPPXQLFDWLRQ� ���� UHDVVHVV� ODERXU�PDUNHW�SROLFLHV� WRZDUGV� WKH�HDVWHUQ�SDUW� RI� WKH�FRXQWU\� ���� UHGXFH� WD[HV�RQ
ODERXU� DQG� VRFLDO� VHFXULW\� FRQWULEXWLRQV�� FRQWLQXH� SROLF\� RI� VKLIWLQJ� WD[DWLRQ� WR� HFR�WD[HV� ����� SURPRWH� ODERXU
PDUNHW�SDUWLFLSDWLRQ��HVSHFLDOO\�DPRQJ�ROGHU�ZRUNHUV��E\�UHGXFLQJ�GLVLQFHQWLYHV�ZLWKLQ�WD[�DQG�EHQHILW�V\VWHP�

*UHHFH������LPSURYH�WUDQVSRVLWLRQ�DQG�LPSOHPHQWDWLRQ�RI�6LQJOH�0DUNHW�OHJLVODWLRQ�����VSHHG�XS�OLEHUDOLVDWLRQ�RI
WHOHFRPPXQLFDWLRQV�� HOHFWULFLW\� DQG� JDV� VHFWRUV� ���� SURPRWH� EXVLQHVV� VWDUW�XSV� ���� LQFUHDVH� 5� 	'� DQG� ,&7
GLIIXVLRQ�DQG�VWLPXODWH�SULYDWH�VHFWRU� LQYROYHPHQW� LQ�5	'�ILQDQFLQJ� ���VSHHG�XS� LPSOHPHQWDWLRQ�RI������5LVN
FDSLWDO�DFWLRQ�SODQ�����SUHYHQW�LQFUHDVHV�LQ�ORQJ�WHUP�XQHPSOR\PHQW��FRPSOHWH�UHIRUPV�RI�HPSOR\PHQW�VHUYLFHV�
LPSOHPHQW� SUHYHQWDWLYH� SROLFLHV� DQG� UHIRUP� WKH� HGXFDWLRQ� DQG� WUDLQLQJ� V\VWHP� ���� HQVXUH� LPSOHPHQWDWLRQ� RI
ODERXU�PDUNHW�UHIRUPV��HVSHFLDOO\�UHJDUGLQJ�H[WHQVLRQ�RI�SDUW�WLPH�ZRUN�DQG�IOH[LEOH�ZRUNLQJ�WLPH��DQG�����UHYLHZ
ZDJH�IRUPDWLRQ�V\VWHP�

««««FRQWLQXHG�RQ�WKH�QH[W�SDJH



��

%R[������&RQWLQXHG�

,UHODQG������JLYH�WKH�&RPSHWLWLRQ�$XWKRULW\�SRZHUV�WR�HQIRUFH�$UWLFOHV����DQG����RI�WKH�(&�7UHDW\�DQG�DFKLHYH�UHDO
VWUHQJWKHQLQJ� RI� FRPSHWLWLRQ� SROLF\� ���� OLEHUDOLVH� IXUWKHU� WUDQVSRUW� VHFWRU� ���� GHYHORS� VWDUW�XS� DQG� HDUO\�VWDJH
YHQWXUH� FDSLWDO� ���� 0RQLWRU� ZDJH� GHYHORSPHQWV� WR� HQVXUH� PDLQWHQDQFH� RI� HPSOR\PHQW� JURZWK� ���� DGRSW
FRPSUHKHQVLYH�VWUDWHJ\�WR�LQFUHDVH�SDUWLFLSDWLRQ�RI�ZRPHQ�LQ�ODERXU�PDUNHW�

,WDO\�� ���� LPSURYH� LPSOHPHQWDWLRQ�RI�6LQJOH�0DUNHW� OHJLVODWLRQ��HVSHFLDOO\� IRU�SXEOLF�SURFXUHPHQW� ���� UHGXFH�QRQ�
DJULFXOWXUH� VWDWH� DLGV� DQG� LPSURYH� LWV� VWUXFWXUH� ���� VLPSOLI\� UHJXODWRU\�HQYLURQPHQW� IRU� FRPSDQLHV� ���� SURPRWH�5
	'� DQG� LQQRYDWLRQ� ���� HQFRXUDJH� GHYHORSPHQW� RI� YHQWXUH� FDSLWDO� ���� LPSURYH� XQHPSOR\PHQW� EHQHILW� V\VWHP�
LQFUHDVH� IOH[LELOLW\�RI� HPSOR\PHQW�SURWHFWLRQ� OHJLVODWLRQ�� WLJKWHQ� HOLJLELOLW\� IRU� SHQVLRQ� DQG�RWKHU�EHQHILW� VFKHPHV
DQG�HQVXUH�SURSHU�MRE�DYDLODELOLW\�UHTXLUHPHQWV�DQG�LQFHQWLYHV�WR�SDUWLFLSDWH�LQ�DFWLYH�ODERXU�PDUNHW�SURJUDPPHV����
HQKDQFH�ODERXU�PDUNHW�IOH[LELOLW\�DQG�ZDJH�IOH[LELOLW\�����FRQWLQXH�HIIRUWV�WR�UHGXFH�WD[DWLRQ�RQ�ODERXU�

/X[HPERXUJ�� ���� VSHHG� XS� LPSOHPHQWDWLRQ� RI� 6LQJOH�0DUNHW� UHJXODWLRQV�� HVSHFLDOO\� LQ� WUDQVSRUW�� PRWRU� YHKLFOH�
SODQW�KHDOWK�FKHFNV�DQG�VRFLDOV�DIIDLUV�����DGRSW�QHZ�FRPSHWLWLRQ�ODZ�SHUPLWWLQJ�DXWKRULWLHV�WR�HQIRUFH�$UWLFOHV���
DQG� ��� (&� ���� FUHDWH� FRQGLWLRQV� IRU� FDWFKLQJ� XS� WR� WKH� PRVW� UHFHQW� GHYHORSPHQWV� LQ� LQIRUPDWLRQ� VRFLHW\� ���
FRQWLQXH�HIIRUWV�WR�LQFUHDVH�WKH�HPSOR\PHQW�UDWH�DQG�UHYLHZ�WD[�EHQHILW�V\VWHP�LQ�RUGHU�WR�UHPRYH�GLVLQFHQWLYHV�WR
ZRUN�

1HWKHUODQGV�� ���� SURJUHVV� LQ� HQIRUFLQJ� SXEOLF� SURFXUHPHQW� GLUHFWLYHV� ���� SXUVXH� IXUWKHU� UHJXODWRU\� UHIRUP� DQG
SULYDWLVDWLRQ�SURFHVV�LQ�RUGHU�WR�LQWURGXFH�FRPSHWLWLRQ�LQ�QHWZRUN�LQGXVWULHV�����UDLVH�LQYROYHPHQW�RI�SULYDWH�VHFWRU
LQ� 5� 	� '� DQG� HQFRXUDJH� WHFKQRORJ\� WUDQVIHU� EHWZHHQ� SXEOLF� DQG� SULYDWH� UHVHDUFK� ���� HQFRXUDJH� HDUO\� VWDJH
LQYHVWPHQWV�� JLYH� FRQVLGHUDWLRQ� WR� H[DPSOHV� RI� JRRG�SUDFWLVH� SXW� IRUZDUG� LQ� 2FWREHU� ����� 5LVN� &DSLWDO
&RPPXQLFDWLRQ� ����FRQWLQXH�HIIRUWV� WR� LPSURYH� WD[�EHQHILW� V\VWHPV�DQG�UHGXFH�QXPEHU�RI�SHUVRQV�VXSSRUWHG�E\
SDVVLYH�LQFRPH�VXSSRUW�VFKHPHV�

3RUWXJDO�� ���� LPSURYH� WUDQVSRVLWLRQ�RI�6LQJOH�0DUNHW� UHJXODWLRQV��HVSHFLDOO\� LQ� WUDQVSRUW� ���� UHGXFH�VWDWH�DLGV�DQG
EULQJ� FRPSHWLWLRQ� ODZ� LQWR� OLQH�ZLWK�(8� OHJLVODWLRQ� ���� UHGXFH� FRVWV� RI� DGPLQLVWUDWLYH� SURFHGXUHV�� HVSHFLDOO\� IRU
60(V�����SURPRWH�5�	�'�DQG�,&7�GLIIXVLRQ�����PDNH�HIIRUWV�WR�GHYHORS�YHQWXUH�FDSLWDO��LQ�SDUWLFXODU�E\�IRFXVLQJ
RQ�WKH�WD[�IUDPHZRUN�����LPSURYH�HGXFDWLRQ�DQG�WUDLQLQJ�DQG�SURYLGH�DGHTXDWH�EHQHILW�V\VWHPV�����LPSOHPHQW�ODZV
DLPHG�DW�LPSURYLQJ�ODERXU�PDUNHW�SHUIRUPDQFH�DQG�IOH[LELOLW\�����HQFRXUDJH�SDUWQHUVKLS�DPRQJ�VRFLDO�SDUWQHUV�

6SDLQ�� ���� FRQWLQXH� LPSOHPHQWDWLRQ� RI� ����� FRPSHWLWLRQ� ODZ� UHIRUPV� ���� UHGXFH� VHFWRU�VSHFLILF� VWDWH� DLGV� ���
UHLQIRUFH�FRPSHWLWLRQ�LQ�QHWZRUNV��UHPRYH�UHVWULFWLRQV�RQ�ODQG�VXSSO\�DQG�EULQJ�SULFH�RI�ZDWHU�FORVHU�WR�UHDO�FRVWV
���� UHGXFH� DGPLQLVWUDWLYH� EXUGHQV�� HVSHFLDOO\� IRU� 60(V� ���� PDNH� HIIRUW� WR� GHYHORS� YHQWXUH� FDSLWDO� PDUNHWV� WR
LQFUHDVH�HDUO\�VWDJH�LQYHVWPHQW�����UHYLHZ�ZDJH�IRUPDWLRQ�V\VWHP�DQG�WKH�UHJLRQDO�ORFDO�HQIRUFHPHQW�RI�WKH�ZHOIDUH
V\VWHP��DQG�LPSURYH�IXQFWLRQLQJ�RI�WKH�KRXVLQJ�PDUNHW�WR�SURPRWH�ODERXU�PRELOLW\�DQG�WDFNOH�UHJLRQDO�GLVSDULWLHV�LQ
XQHPSOR\PHQW�����LPSURYH�HIILFLHQF\�RI�DFWLYH�ODERXU�PDUNHW�SROLFLHV�ZLWK�SDUWLFXODU�HPSKDVLV�RQ�WHFKQLFDO�WUDLQLQJ
DQG� UHYLHZ� WD[� EHQHILW� V\VWHP� ���� UHGXFH� ZHLJKW� RI� WHPSRUDU\� FRQWUDFWV� E\� UHYLHZLQJ� WLJKW� MRE�SURWHFWLRQ� DQG
ORZHULQJ�EDUULHUV�WR�GLVPLVVDO

6ZHGHQ�� ����JLYH�WKH�FRPSHWLWLRQ�DXWKRULWLHV�SRZHUV�WR�HQIRUFH�$UWLFOHV����DQG����RI� WKH�(&�WUHDW\�DQG� LQFUHDVH
FRPSHWLWLRQ� LQ� UHWDLO� GLVWULEXWLRQ�� FRQVWUXFWLRQ� DQG� SKDUPDFHXWLFDOV� ���� LPSURYH� FRPSHWLWLRQ� LQ� UDLOZD\V� DQG� DLU
WUDQVSRUW� ���� SXUVXH� LQLWLDWLYHV� WR� HQKDQFH� HIILFLHQF\� LQ� SXEOLF� SURFXUHPHQW� DQG� SURYLVLRQ� RI� SXEOLF� VHUYLFHV� ���
IDFLOLWDWH� DFFHVV� RI� VPDOO� QRQ�KLJK�WHFK� FRPSDQLHV� WR� ULVN� FDSLWDO� DQG� JLYH� FRQVLGHUDWLRQV� WR� H[DPSOHV� RI� JRRG�
SUDFWLVH�SXW�IRUZDUG�LQ�2FWREHU������5LVN�&DSLWDO�&RPPXQLFDWLRQ�����IXUWKHU�UHGXFH�WD[HV�RQ�ODERXU��LQ�SDUWLFXODU
DW�WKH�ORZHU�HQG�RI�WKH�ZDJH�GLVWULEXWLRQ�����IXUWKHU�UHYLHZ�EHQHILW�DQG�DVVLVWDQFH�VFKHPHV�

8QLWHG�.LQJGRP������PRQLWRU�DQG�UHLQIRUFH�PHDVXUHV�WR�WDFNOH�SUREOHP�RI�GHFOLQLQJ�5�	�'��ORZ�LQQRYDWLRQ��VNLOO
VKRUWDJHV� DQG� KLJK� IDLOXUH� UDWH� RI� 60(V� ���� GHYHORS� D� ORQJ�WHUP� SODQ� IRU� WUDQVSRUW� ���� VWLPXODWH� LQYHVWPHQW� RI
SHQVLRQ� IXQGV� LQ� YHQWXUH� FDSLWDO� ���� PDNH� IXUWKHU� HIIRUWV� WR� GHDO� ZLWK� UHJLRQDO� XQHPSOR\PHQW� GLIIHUHQFHV� DQG
UHLQIRUFH�SUHYHQWLYH�VWUDWHJ\�DJDLQVW�ORQJ�WHUP�XQHPSOR\PHQW�
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%HORZ��RQO\�WKRVH�DUHDV�RI�FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�DUH�KLJKOLJKWHG�LQ�ZKLFK�WKH
UHVSHFWLYH�0HPEHU�6WDWH�KDV�PDGH�PRVW�SURJUHVV�DQG�WKRVH�ZKHUH�PRUH�QHHGV�WR�EH�GRQH�
$�PRUH� FRPSUHKHQVLYH� DVVHVVPHQW� DGGUHVVLQJ� DOO� FRXQWU\�VSHFLILF� UHFRPPHQGDWLRQV� ZLOO
EH�PDGH�LQ�WKH�&RPPLVVLRQ·V�LPSOHPHQWDWLRQ�UHSRUW�

,W�VKRXOG�EH�ERUQH�LQ�PLQG�WKDW�WKH�DVVHVVPHQW�PDGH�EHORZ�GRHV�QRW�UHIHU�WR�WKH�HFRQRPLF
SHUIRUPDQFH�RI� LQGLYLGXDO�0HPEHU�6WDWHV�� ,W�RQO\�H[DPLQHV�ZKHWKHU�D�0HPEHU�6WDWH�KDV
WDNHQ� DFWLRQ� VLQFH� WKH� DGRSWLRQ� RI� WKH� %(3*� UHFRPPHQGDWLRQV� ODVW� \HDU� WR� DGGUHVV
SUREOHPV�LGHQWLILHG�LQ������E\�WKH�&RXQFLO��0RUHRYHU��WKH�IDFW�WKDW�D�SDUWLFXODU�FRXQWU\�KDV
PDGH�JRRG�SURJUHVV� LQ� DGGUHVVLQJ�D� VSHFLILF� UHFRPPHQGDWLRQ�GRHV�QRW�QHFHVVDULO\� LPSO\
WKDW� WKH�FRXQWU\� LV�DPRQJ�WKH�IURQWUXQQHUV� LQ�WKDW�DUHD��,W�FRXOG� MXVW�UHIOHFW� WKDW�RYHUGXH
UHIRUPV�ZHUH� ILQDOO\�EHLQJ� LPSOHPHQWHG��ZKLFK�RI� FRXUVH� LQ� LWVHOI� VKRXOG�EH�DSSUHFLDWHG�
)LQDOO\��RQH�VKRXOG�DOVR�EHDU�LQ�PLQG�WKDW�WKH�LPSRUWDQFH�RI�LQGLYLGXDO�UHFRPPHQGDWLRQV�
WKH�FKDOOHQJHV�LPSOLHG�DQG�WKH�WLPH�UHTXLUHG�WR�DGGUHVV�WKRVH�DQG�WR�LQLWLDWH�SROLF\�FKDQJHV
PLJKW�GLIIHU�FRQVLGHUDEO\�

$XVWULD��$�QXPEHU�RI�PHDVXUHV�KDYH�EHHQ�WDNHQ�WR�LPSURYH�WKH�HPSOR\PHQW�UDWHV�RI�ROGHU
ZRUNHUV�DQG�WR�UHGXFH�WKH�WD[�EXUGHQ�RQ�ODERXU��7KHUH�KDV�EHHQ�D�UHIRUP�RI�WKH�VWDWXWRU\
SHQVLRQ�V\VWHP�WR�GHFUHDVH�LQFHQWLYHV�IRU�HDUO\�UHWLUHPHQW��,W�LQFOXGHV�D�JUDGXDO�LQFUHDVH�LQ
WKH� HDUO\� UHWLUHPHQW� DJH� E\� D� WRWDO� RI� ��� PRQWKV�� SHQDOW\�UHZDUG� IRU� WDNLQJ� HDUO\
UHWLUHPHQW�SRVWSRQLQJ� UHWLUHPHQW�� DQG� WKH� DEROLWLRQ� RI� HDUO\� UHWLUHPHQW� GXH� WR� UHGXFHG
DELOLW\� WR� ZRUN�� 7KH� WD[� UHIRUP� LQ� ����� UHGXFHG� WKH� WD[� EXUGHQ� RQ� ODERXU� E\� ORZHULQJ
LQFRPH�WD[�UDWHV��DQG�WKH�VL]H�RI�WKH�UHGXFWLRQ�LV�PRUH�SURQRXQFHG�DW�WKH�PLGGOH�WR�ORZHU
HQG�RI�WKH�LQFRPH�GLVWULEXWLRQ��0RUH�SURJUHVV�KDV�WR�EH�PDGH�LQ�WKH�DUHD�RI�WUDQVSRVLWLRQ
RI�&RPPXQLW\�OHJLVODWLRQ�DV�WZR�GLUHFWLYHV�KDYH�VWLOO�WR�EH�WUDQVSRVHG�LQ�WKH�DUHD�RI�SXEOLF
SURFXUHPHQW��7KH�YDOXH�RI�FDOOV�IRU�WHQGHUV�SXEOLVKHG�LQ�WKH�2IILFLDO�-RXUQDO�UHPDLQV�EHORZ
WKH�(8�DYHUDJH�DQG�KDV�HYHQ�GHFUHDVHG��2YHUDOO�$XVWULD�VKRZHG�SURJUHVV�LQ�LPSOHPHQWLQJ
LWV�FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�

%HOJLXP��3URJUHVV�KDV�EHHQ�PDGH�WR�LQFUHDVH�FRPSHWLWLRQ�LQ�VRPH�RI�WKH�QHWZRUN�LQGXVWULHV
�WHOHFRPV�� HOHFWULFLW\� DQG� JDV��� &RPSHWLWLRQ� KDV� EHHQ� HQKDQFHG� WKURXJK� D� QXPEHU� RI
PHDVXUHV��+RZHYHU��SULFHV�LQ�WKHVH�VHFWRUV�UHPDLQ�DERYH�WKH�(8�DYHUDJH��7KH\�VWDUWHG�WR
GHFUHDVH�YHU\�UHFHQWO\�DQG�WKH�GHFOLQH�VKRXOG�FRQWLQXH� LQ� WKH�QH[W�PRQWKV��1HYHUWKHOHVV�
VSHFLILF�SUREOHPV�DUH�VWLOO�WR�EH�VROYHG�LQ�WKHVH�VHFWRUV��$�QXPEHU�RI�QHZ�LQLWLDWLYHV�KDYH
EHHQ� SUHSDUHG� LQ� RUGHU� WR� UHLQIRUFH� DFWLYH� ODERXU� PDUNHW� SROLFLHV�� 7KH� JRYHUQPHQW� KDV
ODXQFKHG� D� SURSRVDO� IRU� D� FRPSUHKHQVLYH� LQFRPH� WD[� UHIRUP�� ZKLFK� VKRXOG� HYHQWXDOO\
FRQWULEXWH�WR�D�VXEVWDQWLDO�FXW�LQ�LQFRPH�WD[��1HYHUWKHOHVV��OLWWOH�SURJUHVV�KDV�EHHQ�DFKLHYHG
LQ� SURPRWLQJ� ZDJH� IOH[LELOLW\�� 7KH� UHFRPPHQGDWLRQ� WR� LQFUHDVH� WKH� WUDQVSDUHQF\� RI� WKH
UHODWLRQVKLSV�EHWZHHQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV�KDV�DOVR�QRW�EHHQ�IXOO\�DGGUHVVHG��HYHQ
WKRXJK� WKH� LVVXH� LV� XQGHU� H[DPLQDWLRQ�� 2YHUDOO� %HOJLXP� VKRZHG� VRPH� SURJUHVV� LQ
LPSOHPHQWLQJ�LWV�FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�

'HQPDUN�� $PHQGPHQWV� WR� WKH� FRPSHWLWLRQ� ODZ� KDYH� EHHQ� HQDFWHG�� LQWURGXFLQJ� PHUJHU
FRQWURO�DQG�JLYLQJ�SRZHUV�WR�WKH�&RPSHWLWLRQ�&RXQFLO� WR�HQIRUFH�(&�$UWLFOHV����DQG���
DQG�HIIRUWV�KDYH�EHHQ�PDGH�WR�LQFUHDVH�WKH�HIILFLHQF\�RI�WKH�SXEOLF�VHFWRU��7KH�WD[�UHIRUP
DLPHG�DW�UHGXFLQJ�WKH�PDUJLQDO�WD[�UDWHV�IRU�ORZHU�HDUQLQJV�LV�LQ�SURFHVV��FRPSOHPHQWHG�E\
WDUJHWHG�PHDVXUHV� IRU� JURXSV� RI� ZRUNHUV� ZKR� DUH� OLNHO\� WR� EHQHILW�PRVW� IURP� LQFUHDVHG
HFRQRPLF�LQFHQWLYHV��6RPH�QHZ�LQLWLDWLYHV�KDYH�EHHQ�IORDWHG�DQG�H[LVWLQJ�RQHV�KDYH�EHHQ
H[SDQGHG� LQ� RUGHU� WR� VWUHQJWKHQ� WLHV� EHWZHHQ� VFLHQFH� DQG� LQGXVWU\�� +RZHYHU�� PRUH
SURJUHVV�FRXOG�EH�PDGH� LQ� LPSOHPHQWLQJ�UHFRPPHQGDWLRQV�FRQWDLQHG� LQ� WKH�5LVN�&DSLWDO
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&RPPXQLFDWLRQ�� H�J�� FRQFHUQLQJ� EDQNUXSWF\�� 2YHUDOO� 'HQPDUN� VKRZHG� SURJUHVV� LQ
LPSOHPHQWLQJ�LWV�FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�

)LQODQG�� 3URJUHVV� KDV� EHHQ� PDGH� RQ� SURPRWLQJ� LQVWLWXWLRQDO� LQYHVWPHQW� LQ� WKH� HTXLW\
PDUNHW��7D[� UHIRUPV�ZKLFK�DUH� VFKHGXOHG� IRU� WKH�SHULRG�����������ZLOO� HQWDLO� VLJQLILFDQW
UHGXFWLRQV�LQ�WKH�WD[�EXUGHQ�RQ�ODERXU��$�VLJQLILFDQW�UHGXFWLRQ�RI�WKH�PDUJLQDO�HIIHFWLYH�WD[
UDWH� ZLOO� WDNH� SODFH� LQ� ������ /LWWOH� SURJUHVV� KDV� EHHQ� DFKLHYHG� LQ� WKH� ILHOG� RI� SXEOLF
SURFXUHPHQW��7KH�VKDUH�RI�SXEOLF�SURFXUHPHQW�SXEOLVKHG� LQ� WKH�2IILFLDO� -RXUQDO� UHPDLQV
EHORZ� WKH�(8�DYHUDJH��/RFDO� DXWKRULWLHV� VHHP�SDUWLFXODUO\� VORZ� WR�RSHQ�XS�SURFXUHPHQW
DQG�WKH�SURYLVLRQ�RI�VHUYLFHV�WR�SULYDWH�FRPSHWLWLRQ��$OWKRXJK�DPHQGPHQWV�WR�)LQQLVK�ODZ
DUH�HQYLVDJHG�� WKH�FRPSHWLWLRQ�DXWKRULWLHV�KDYH�QRW�EHHQ�JLYHQ� WKH�SRZHU� WR�HQIRUFH�(&
$UWLFOHV� ��� DQG� ��� VR� IDU�� 2YHUDOO� )LQODQG� VKRZHG� VRPH� SURJUHVV� LQ� LPSOHPHQWLQJ� LWV
FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�

)UDQFH�� 7D[� FXWV� ZHUH� DQQRXQFHG� DLPHG� DW� IDFLOLWDWLQJ� EXVLQHVV� WUDQVIHUV� DQG� EXVLQHVV
FUHDWLRQ�� ,Q� RUGHU� WR� VXSSRUW� 5	'�� WKH� JRYHUQPHQW� ODXQFKHG� D� VHULHV� RI� PHDVXUHV� WR
HQFRXUDJH�FROODERUDWLRQ�EHWZHHQ�SXEOLF�DQG�SULYDWH�ILHOGV��*RRG�SURJUHVV�KDV�EHHQ�PDGH
LQ�UHIRUPLQJ�WD[�EHQHILW�V\VWHPV�WR�DYRLG�XQHPSOR\PHQW�RU�SRYHUW\�WUDSV��$G�KRF�DLG�KDV
VWDUWHG� WR�GHFOLQH�DFFRUGLQJ� WR� WKH�PRVW� UHFHQW�GDWD��+RZHYHU�� WKH� OHYHO�RI� WKHVH�DG�KRF
DLGV��ZKHQ� H[SUHVVHG� DV� D� VKDUH� RI�*'3�� UHPDLQV� DERYH� WKH�(8�DYHUDJH��0RUHRYHU�� QR
UHYLHZ�RI�HPSOR\PHQW�SURWHFWLRQ�OHJLVODWLRQ�KDV�WDNHQ�SODFH�LQ�WKH�ODVW�\HDU��2YHUDOO�)UDQFH
VKRZHG�VRPH�SURJUHVV�LQ�LPSOHPHQWLQJ�LWV�FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�

*HUPDQ\�� $� QXPEHU� RI� PHDVXUHV� WR� KHOS� 60(V� DQG� UHGXFH� DGPLQLVWUDWLYH� EXUGHQ� IRU
EXVLQHVVHV�KDYH�EHHQ�WDNHQ��,Q�'HFHPEHU������LQ�YLHZ�RI�WKH�QHZ�(�FRPPHUFH�GLUHFWLYH�
WKH� JRYHUQPHQW� GHFLGHG� WR� DEROLVK� UHVWULFWLYH� DGYHUWLVLQJ� UHJXODWLRQV�� 0RUHRYHU�� WD[
UHIRUPV� VKLIWLQJ� WKH� EXUGHQ� IURP� ODERXU� WR� HFR�WD[HV� ZLOO� UHGXFH� WKH� ILVFDO� SUHVVXUH� RQ
ODERXU��7KH�JRYHUQPHQW�KDV�VWDUWHG�WR�FULWLFDOO\�DVVHVV�SROLFLHV�WRZDUGV�WKH�HDVWHUQ�SDUW�RI
WKH�FRXQWU\��6RPH�SUREOHPV�FRQFHUQLQJ�SXEOLF�SURFXUHPHQW�VWLOO�QHHG�WR�EH�DGGUHVVHG�DV
WKH�YDOXH�RI�WHQGHUV�SXEOLVKHG�LQ�WKH�2IILFLDO�-RXUQDO�DV�D�SHUFHQWDJH�RI�*'3�GHFOLQHG�WR�D
OHYHO�OHVV�WKDQ�KDOI�WKH�(8�DYHUDJH��2YHUDOO�*HUPDQ\�VKRZHG�SURJUHVV�LQ�LPSOHPHQWLQJ�LWV
FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�

*UHHFH�� &RQVLGHUDEOH� SURJUHVV� KDV� EHHQ� PDGH� WR� SURPRWH� WKH� ULVN� FDSLWDO� PDUNHW�� 7KH
DPRXQW� LQYHVWHG� LQ� WKH� PDUNHW� KDV� LQFUHDVHG� WKUHHIROG� LQ� ����� FRPSDUHG� WR� �����
0RUHRYHU�� D� QHZ� PDUNHW� IRU� 60(V� VKRXOG� EH� RSHUDWLQJ� VLQFH� ������ +RZHYHU�� WKH
WUDQVSRVLWLRQ� UHFRUG� DQG� LPSOHPHQWDWLRQ� RI� WKH� VLQJOH� PDUNHW� OHJLVODWLRQ� UHPDLQV� WKH
SRRUHVW�LQ�WKH�(8��6RPH�SURJUDPPHV�WR�WDFNOH�\RXWK�DQG�ORQJ�WHUP�XQHPSOR\PHQW�DUH�LQ
SODFH��EXW�LQ�JHQHUDO�UHIRUPV�LQ�WKH�ODERXU�PDUNHW�SURFHHG�VORZO\��2YHUDOO�*UHHFH�VKRZHG
VRPH�SURJUHVV�LQ�LPSOHPHQWLQJ�LWV�FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�

,UHODQG��7KHUH�KDV�EHHQ�D�VXEVWDQWLDO�LQFUHDVH�LQ�WKH�DEVROXWH�DPRXQW�RI�YHQWXUH�FDSLWDO��7KH
*RYHUQPHQW�DQQRXQFHG�SURSRVDOV� WR�VWUHQJWKHQ�FRPSHWLWLRQ�DQG�PHUJHUV� OHJLVODWLRQ�DQG
SURSRVDOV� IRU� WKH� UHJXODWRU\� UHIRUP�RI�SXEOLF� WUDQVSRUW��6HYHUDO�PHDVXUHV�KDYH�DOVR�EHHQ
WDNHQ� LQ� RUGHU� WR� LQFUHDVH� SDUWLFLSDWLRQ� RI�ZRPHQ� LQ� WKH� ODERXU�PDUNHW��+RZHYHU��ZDJH
GHYHORSPHQWV�FOHDUO\�H[FHHGHG� WKH�RULJLQDO�SD\� WHUPV�RI� WKH�$JUHHPHQW� LQ������� DQG� WKH
SRVVLELOLW\�RI�D�IXUWKHU�ZDJH�GULIW�FDQQRW�EH�H[FOXGHG��2YHUDOO�,UHODQG�VKRZHG�SURJUHVV�LQ
LPSOHPHQWLQJ�LWV�FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�

,WDO\�� ,PSOHPHQWDWLRQ�RI�6LQJOH�0DUNHW� OHJLVODWLRQ� LPSURYHG� VLJQLILFDQWO\�� ,Q�SDUWLFXODU�� DOO
GLUHFWLYHV�RQ�SXEOLF�SURFXUHPHQW�KDYH�QRZ�EHHQ� WUDQVSRVHG��6LJQLILFDQW� VWHSV�KDYH�EHHQ
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WDNHQ�WR�UHGXFH�WKH�WD[�EXUGHQ�RQ�ODERXU��0RUHRYHU��WKH�JRYHUQPHQW�VWHSSHG�XS�LWV�HIIRUWV
WR� LPSURYH� WKH� UHJXODWRU\� DQG� DGPLQLVWUDWLYH� HQYLURQPHQW� IRU� EXVLQHVVHV�� 7KHVH� DUH
LPSOHPHQWHG� LQ� WKH� IUDPHZRUN� RI� WKH� ZLGH�UDQJLQJ� UHIRUP� SURFHVV� RI� WKH� SXEOLF
DGPLQLVWUDWLRQ� ODXQFKHG� LQ� ������+RZHYHU�� ,WDO\·V� SHUIRUPDQFH� LQ� 5	'� DQG� LQQRYDWLRQ
UHPDLQV�ZHDN�� 6RPH� LQLWLDWLYHV�KDYH� EHHQ� ODXQFKHG�EXW� GHVSLWH� D�PRGHVW� LQFUHDVH��5	'
H[SHQGLWXUH� DV� D�SHU� FHQW�RI�*'3�FRQWLQXHV� WR� UHPDLQ� ORZHU� WKDQ� WKH�(8�DYHUDJH��7KH
OHYHO�RI�QRQ�DJULFXOWXUDO�VWDWH�DLG�LV�GHFOLQLQJ�VXEVWDQWLDOO\��EXW�LV�VWLOO�DPRQJ�WKH�KLJKHVW�LQ
WKH�(8�� ,WV� FRPSRVLWLRQ� LV� LPSURYLQJ� DV� DLG� LV� EHLQJ� VKLIWHG� WRZDUGV� REMHFWLYHV� VXFK� DV
UHGXFWLRQV� LQ� UHJLRQDO� GLIIHUHQFHV�� 2YHUDOO� ,WDO\� VKRZHG� SURJUHVV� LQ� LPSOHPHQWLQJ� LWV
FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�

/X[HPERXUJ��7KH�´H/X[HPERXUJµ�SURJUDPPH�KDV�EHHQ�DGRSWHG�DV�D�PHDQV�WR�FDWFK�XS�WR
WKH� GHYHORSPHQWV� LQ� WKH� LQIRUPDWLRQ� VRFLHW\�� 7KDQNV� WR� IUHH� LQWHUQHW� SURYLGHUV�� LQWHUQHW
SHQHWUDWLRQ�KDV� LQFUHDVHG�DQG� LV�QRZ�DERYH� WKH�(8�DYHUDJH��+RZHYHU�� ,&7�H[SHQGLWXUH�
GHVSLWH�DQ� LQFUHDVH��UHPDLQHG� MXVW�EHORZ�WKH�(8�DYHUDJH��7KH�DQQRXQFHG� WD[� UHIRUP�ZLOO
UHGXFH� WD[DWLRQ�RQ� ODERXU� VLJQLILFDQWO\��$�QHZ�FRPSHWLWLRQ� ODZ�SHUPLWWLQJ� D�PRUH� DFWLYH
FRPSHWLWLRQ�SROLF\�E\�WKH�DXWKRULWLHV� LV�EHLQJ�GLVFXVVHG�EXW�VWLOO�QHHGV�WR�EH�DGRSWHG�DQG
LPSOHPHQWHG�� 2YHUDOO� /X[HPERXUJ� VKRZHG� JRRG� SURJUHVV� LQ� LPSOHPHQWLQJ� LWV� FRXQWU\�
VSHFLILF�UHFRPPHQGDWLRQV�

7KH�1HWKHUODQGV��6HYHUDO�PHDVXUHV�KDYH�EHHQ�WDNHQ�WR�HQFRXUDJH�ODERXU�VXSSO\��LQ�SDUWLFXODU
ZLWK�UHJDUGV�WR�ZRPHQ�DQG�ROGHU�ZRUNHUV��7KH�UHIRUPV�WR�VXSSRUW�WKH�LQYROYHPHQW�RI�WKH
SULYDWH� VHFWRU� LQ�5	'�ZKLFK�ZHUH�DQQRXQFHG� LQ� -XQH������DUH�EHLQJ�FDUULHG�RXW��*RRG
SURJUHVV�KDV�EHHQ�DFKLHYHG� LQ� WUDQVSRVLQJ�&RPPXQLW\�GLUHFWLYHV�RQ�SXEOLF�SURFXUHPHQW�
$OO� &RPPXQLW\� GLUHFWLYHV� KDYH� EHHQ� WUDQVSRVHG� DQG� QR� UHDVRQHG� RSLQLRQV� KDYH� EHHQ
UHFHQWO\� LVVXHG��1HYHUWKHOHVV�� WKH� YDOXH� RI� WHQGHUV� SXEOLVKHG� LQ� WKH�2IILFLDO� -RXUQDO� DV� D
SHUFHQWDJH�RI�*'3�UHPDLQV� UHODWLYHO\� ORZ��$OVR�FRPSHWLWLRQ� LQ� WKH�FDEOH�QHWZRUN� VHFWRU
VKRXOG�EH�VWUHQJWKHQHG�DQG�VRPH�IXUWKHU�SURJUHVV�LQ�WUDQVSRVLWLRQ�RI�GLUHFWLYHV�LQ�WKH�DUHD
RI� WUDQVSRUW� ZRXOG� EH� GHVLUDEOH�� 2YHUDOO� WKH� 1HWKHUODQGV� VKRZHG� JRRG� SURJUHVV� LQ
LPSOHPHQWLQJ�LWV�FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�

3RUWXJDO�� ,Q� ����� 3RUWXJDO� FRQWLQXHG� WKH� SURFHVV� RI� VLPSOLILFDWLRQ� RI� DGPLQLVWUDWLYH
SURFHGXUHV� IRU� FRPSDQLHV� DQG� WKH� LPSURYHPHQW� RI� SXEOLF� VHUYLFHV� IRU� EXVLQHVVHV�� 7KH
EXUGHQ�RQ�FRPSDQLHV� LQFOXGLQJ�60(V�VHHPV� WR�KDYH�EHHQ� VXEVWDQWLDOO\� UHGXFHG��$�ZLGH
QXPEHU� RI� SURJUDPPHV� KDYH� EHHQ� XQGHUWDNHQ� LQ� WKH� ILHOG� RI� ,&7�� 3ULYDWH� VHFWRU
LQYROYHPHQW�LQ�5	'�KDV�EHHQ�SURPRWHG�WKURXJK�WD[�LQFHQWLYHV��(QFRXUDJLQJ�SURJUHVV�KDV
EHHQ�PDGH� WR� LPSURYH�SDUWQHUVKLS�DPRQJ�VRFLDO�SDUWQHUV� DQG� WKH�JRYHUQPHQW�ZKR�KDYH
VLJQHG� DQ� $JUHHPHQW� RQ� /DERXU� 3ROLF\�� /DERXU� 0DUNHWV�� (GXFDWLRQ� DQG� 7UDLQLQJ�
$OWKRXJK�VRPH�SURJUHVV�LQ�WKH�LPSOHPHQWDWLRQ�RI�6LQJOH�0DUNHW�OHJLVODWLRQ�KDV�EHHQ�PDGH�
DV�UHIOHFWHG�E\�D�FRQWLQXRXV�GHFUHDVH�RI�WKH�SHUFHQWDJH�RI�GLUHFWLYHV�QRW�\HW�LPSOHPHQWHG�
3RUWXJDO·V�WUDQVSRVLWLRQ�UHFRUG� LV� VWLOO� WKH�WKLUG�ZRUVW� LQ�WKH�(8��$OVR�WKH�RYHUDOO� OHYHO�RI
VWDWH�DLG�DV�D�SHUFHQWDJH�RI�*'3�FRQWLQXHV�WR�UHPDLQ�DERYH�WKH�(8�DYHUDJH�DQG�GHFUHDVH
RQO\�DW�D�UHODWLYHO\�VORZ�SDFH��2YHUDOO�3RUWXJDO�VKRZHG�VRPH�SURJUHVV�LQ�LPSOHPHQWLQJ�LWV
FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�

6SDLQ��9HU\�JRRG�SURJUHVV�KDV�EHHQ�PDGH�WR�UHLQIRUFH�FRPSHWLWLRQ�LQ�QHWZRUN�LQGXVWULHV��LQ
SDUWLFXODU� WHOHFRPPXQLFDWLRQV�� HOHFWULFLW\�� JDV� DQG� OLTXLG� K\GURFDUERQV��$PRQJ� WKH�PDLQ
PHDVXUHV��WKH�OLPLWDWLRQ�RI�GLVWULEXWLRQ�H[SDQVLRQ�IRU�PDLQ�RSHUDWRUV�DQG�WKH�HVWDEOLVKPHQW
RI� UHVWULFWLRQV� RQ� FURVV�KROGLQJV� VKRXOG� EH� XQGHUOLQHG�� 7KH� JRYHUQPHQW� KDV� WDNHQ
DGGLWLRQDO�GHFLVLRQV�WR�UHGXFH�WKH�DGPLQLVWUDWLYH�EXUGHQ�IRU�EXVLQHVVHV��$�3ODQ�WR�6LPSOLI\
WKH� 5HJXODWRU\� )UDPHZRUN� IRU� 60(� &RPSHWLWLYHQHVV� KDV� DOUHDG\� EURXJKW� D� QXPEHU� RI
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FKDQJHV�� 6HFWRU�VSHFLILF� DLG� VHHPV� WR� KDYH� GHFUHDVHG� VXEVWDQWLDOO\� LQ� UHFHQW� \HDUV��*RRG
SURJUHVV� KDV� EHHQ�PDGH� WR� JLYH� WKH�&RPSHWLWLRQ�7ULEXQDO� QHZ� SRZHUV� WR�PRQLWRU� VWDWH
DLGV� DQG� WR� LQLWLDWH� FRPSHWLWLRQ� FDVHV�� %\� FRQWUDVW�� OHVV� SURJUHVV� KDV� EHHQ� PDGH� LQ
UHIRUPLQJ�ODERXU�PDUNHWV��(YHQ�WKRXJK�WKHUH�ZDV�D�VXEVWDQWLDO�LQFUHDVH�LQ�H[SHQGLWXUH�RQ
DFWLYH� ODERXU� PDUNHW� SROLFLHV�� OLWWOH� DWWHQWLRQ� VHHPV� WR� EH� GHYRWHG� WR� HQVXULQJ� WKHLU
HIILFLHQF\��0RUHRYHU��QR�VLJQLILFDQW�VWHSV�KDYH�EHHQ�WDNHQ�WR�DOORZ�FROOHFWLYH�EDUJDLQLQJ�WR
WDNH�LQWR�DFFRXQW�SURGXFWLYLW\�GLIIHUHQFHV�EHWZHHQ�UHJLRQV��2YHUDOO�6SDLQ�VKRZHG�SURJUHVV
LQ�LPSOHPHQWLQJ�LWV�FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�

6ZHGHQ��$�QXPEHU�RI�PHDVXUHV�KDYH�EHHQ�WDNHQ�ZKLFK�ORZHUHG�WKH�WD[�EXUGHQ�RQ� ODERXU�
VRPH�RI�ZKLFK�DIIHFW�LQ�SDUWLFXODU�ORZHU�SDLG�ZRUNHUV��0DQ\�PHDVXUHV�KDYH�DOVR�EHHQ�WDNHQ
LQ� WKH� DUHD� RI� EHQHILW� DQG� DVVLVWDQFH� VFKHPHV� ZLWK� WKH� DLP� RI� SUHYHQWLQJ� ORQJ�WHUP
XQHPSOR\PHQW��DQG�RI�LPSURYLQJ�WKH�HQYLURQPHQW�IRU�ZRUNLQJ�SDUHQWV��7KH�FRPSHWLWLRQ
DXWKRULW\� KDV� EHHQ� JLYHQ� SRZHUV� WR� HQIRUFH� (&� $UWLFOHV� ��� DQG� ���� 6RPH� PHDVXUHV
FRQFHUQLQJ� SXEOLF� SURFXUHPHQW�� LQFOXGLQJ� IDFLOLWLHV� WR� DOORZ� WHQGHUV� DQG� DSSOLFDWLRQV� IRU
WHQGHUV�WR�EH�VXEPLWWHG�YLD�,QWHUQHW��KDYH�EHHQ�DGRSWHG��+RZHYHU��QRQ�FRPSOLDQFH�ZLWK
UHJXODWLRQV� RQ� SXEOLF� SURFXUHPHQW� UHPDLQV� D� SUREOHP� DW� WKH� ORFDO� OHYHO�� 0RUH� SURJUHVV
FRXOG� EH� PDGH� WR� LPSURYH� FRPSHWLWLRQ� LQ� UDLOZD\V� DQG� DLU� WUDQVSRUW�� 2YHUDOO� 6ZHGHQ
VKRZHG�JRRG�SURJUHVV�LQ�LPSOHPHQWLQJ�LWV�FRXQWU\�VSHFLILF�UHFRPPHQGDWLRQV�

7KH�8.��$�QXPEHU�RI�PHDVXUHV�KDYH�EHHQ�WDNHQ�WR�WDFNOH�WKH�SUREOHP�RI�GHFOLQLQJ�5	'�DV
D� SHUFHQWDJH� RI� *'3� DQG� WKH� WUHQG� ZDV� LQGHHG� UHYHUVHG� LQ� ������ 7KH� JRYHUQPHQW
ODXQFKHG�D�SURJUDPPH�´7UDQVSRUW�������WKH����<HDU�3ODQµ�ZKLFK�LV�GHVLJQHG�WR�LPSURYH
XQVDWLVIDFWRU\� FRQGLWLRQV� LQ� VRPH� DUHDV� RI� WKH� 8.� WUDQVSRUWDWLRQ� V\VWHP�� $� QXPEHU� RI
HIIRUWV� WR� WDFNOH�FRQFHQWUDWHG�XQHPSOR\PHQW�DQG� MREOHVV�KRXVHKROGV�KDYH�EHHQ�SXUVXHG�
1R�PHDVXUHV�KDYH�EHHQ�WDNHQ�\HW�UHJDUGLQJ�WKH�VWLPXODWLRQ�RI�SHQVLRQ�IXQGV·�LQYHVWPHQW�
7KLV� LVVXH� LV�EHLQJ�H[DPLQHG� LQ� WKH�0\QHUV� UHYLHZ�RI� LQVWLWXWLRQDO� LQYHVWPHQW�ZKLFK�ZLOO
UHSRUW� LQ�HDUO\�������2YHUDOO� WKH�8.�VKRZHG�JRRG�SURJUHVV� LQ� LPSOHPHQWLQJ� LWV�FRXQWU\�
VSHFLILF�UHFRPPHQGDWLRQV�
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$QQH[�,
%HQHILWV�IRU�FRQVXPHUV�DQG�FLWL]HQV

(FRQRPLF�UHIRUPV�DLP�DW�LPSURYLQJ�WKH�IXQFWLRQLQJ�RI�PDUNHWV
(FRQRPLF�UHIRUPV�DUH�FKDQJHV�LQ�WKH�HFRQRPLF�SROLF\�IUDPHZRUN�DLPLQJ�WR� LPSURYH�WKH
IXQFWLRQLQJ�RI�SURGXFW��FDSLWDO�DQG�ODERXU�PDUNHWV�DV�ZHOO�DV�UHIRUPV�RI�WKH�SXEOLF�VHFWRU�
:HOO�IXQFWLRQLQJ�PDUNHWV�DUH�FKDUDFWHULVHG�E\�IOH[LELOLW\��VR�WKDW�DPRQJ�RWKHU�WKLQJV�

• 3URGXFWLYH�UHVRXUFHV�VXFK�DV�ODERXU��FDSLWDO�DQG�QDWXUDO�UHVRXUFHV�DUH�EHLQJ�XVHG�ZKHUH
WKH�VRFLDO�UHWXUQ�RI�WKHLU�XVH�LV�WKH�KLJKHVW�SRVVLEOH�

• 1HZ� HQWHUSULVHV� FDQ� HQWHU� DQ\� VHFWRU� ZLWKRXW� IDFLQJ� EDUULHUV�� DQG� LQGLYLGXDOV� FDQ
REWDLQ�HPSOR\PHQW�LQ�DQ\�EXVLQHVV�

• &RPSDQLHV� FDQ� SURGXFH� WKH� JRRGV� DQG� VHUYLFHV� WKDW� DUH� GHPDQGHG� E\� FRQVXPHUV�
RWKHU�FRPSDQLHV�DQG�WKH�SXEOLF�VHFWRU��DQG�GHYHORS�QHZ�SURGXFWV�DQG�VHUYLFHV�EDVHG
RQ�WKH�JHQHUDWLRQ�RI�QHZ�NQRZOHGJH�

+RZHYHU�� WKHVH� FKDUDFWHULVWLFV� UHSUHVHQW� DQ� LGHDOLVWLF� VLWXDWLRQ� DQG� UHJXODWLRQ� LV� RIWHQ
UHTXLUHG� WR� FRXQWHUDFW� UHDO�OLIH� PDUNHW� LPSHUIHFWLRQV� WKDW� PD\� OHDG� WR� XQGHVLUDEOH
RXWFRPHV��DQG�SXEOLF�LQWHUYHQWLRQ�LV�QHHGHG�WR�DFKLHYH�GHVLUHG�VRFLDO�REMHFWLYH�DV�UHJDUGV
HTXLW\�� LQ�D�EURDG�VHQVH��DQG�WKH�VHFXULW\�RI� LQGLYLGXDOV�DV�UHJDUGV�VSHFLILF�HYHQWV�VXFK�DV
LOOQHVV�� XQHPSOR\PHQW� HWF�� 7KH� FKDOOHQJH� RI� HFRQRPLF� UHIRUP� LV� WR� DFKLHYH� WKH� VRFLDO
REMHFWLYHV�ZKLOH�PDLQWDLQLQJ�PDUNHW�HIILFLHQF\�

(FRQRPLF� UHIRUPV� DUH� FRQVWDQWO\� RQJRLQJ� SURFHVVHV� WKDW� PXVW� UHVSRQG� WR� FKDQJHV� LQ
HFRQRPLF�FRQGLWLRQV�VXFK�DV� LQFUHDVHG� LQWHUQDWLRQDOLVDWLRQ�� WR�FKDQJHV� LQ� WHFKQRORJ\� OLNH
WKH�GHYHORSPHQW�RI�WKH�,QWHUQHW�RU�WR�GHPRJUDSKLF�FKDQJHV�VXFK�DV�WKH�DJHLQJ�SRSXODWLRQ�

:HOO�IXQFWLRQLQJ�PDUNHWV�SURYLGHV�HFRQRPLF�EHQHILWV�IRU�FRQVXPHUV�DQG�FLWL]HQV
7KH�(XURSHDQ�UHIRUP�DJHQGD�LV�FRPSUHKHQVLYH�DQG�KDYH�DGGUHVVHG�SUREOHPV� LQ�DOO�DUHDV
RI�SURGXFW�� FDSLWDO� DQG� ODERXU�PDUNHWV� DV�ZHOO� DV� WKH� HIILFLHQF\�RI� WKH�SXEOLF� VHFWRU�� DQG
WKHUH� LV� PXFK� HYLGHQFH� RQ� WKH� SRVLWLYH� HIIHFWV� WKDW� KDYH� UHVXOWHG� IURP� WKH� DOUHDG\
LPSOHPHQWHG�UHIRUPV�

,Q� SURGXFW� DQG� FDSLWDO� PDUNHWV�� FUHDWLQJ� WKH� VLQJOH� PDUNHW�� VWUHQJWKHQLQJ� DQG� HQIRUFLQJ
FRPSHWLWLRQ� OHJLVODWLRQ� DQG� OLEHUDOLVLQJ� HQWU\� DQG� SULFHV� LQ� SUHYLRXVO\� UHVWULFWHG�PDUNHWV�
VXFK� DV� XWLOLWLHV� DQG� RWKHU� QHWZRUN� LQGXVWULHV�� KDV� EHHQ� DW� WKH� YHU\� KHDUW� RI� WKH� UHIRUP
SURFHVV�LQ�(XURSH���$PRQJ�WKH�FRQVXPHU�EHQHILWV�WKDW�KDYH�UHVXOWHG�IURP�WKH�UHIRUPV�DUH�

• 6HYHUDO� VWXGLHV� RI� WKH� OLEHUDOLVDWLRQ� RI� VHFWRUV� OLNH� WHOHFRPPXQLFDWLRQV�� WUDQVSRUWV�
GLVWULEXWLRQ��EXLOGLQJ�DQG�FRQVWUXFWLRQ��HQHUJ\�DQG�ILQDQFLDO�VHUYLFHV�FRQILUP�WKDW�ZHOO�
GHVLJQHG� HFRQRPLF� UHIRUPV� KDYH� LQFUHDVHG� WKH� SURGXFWLYLW\� RI� HQWHUSULVHV�� ZKLFK� LQ
WXUQ�KDV�UHVXOWHG�LQ�ORZHU�SULFHV��VHUYLFHV�RI�D�KLJKHU�TXDOLW\�DQG� LQ�VRPH�LQVWDQFHV�D
ZLGHU�UDQJH�RI�SURGXFWV���

• %\�LQFUHDVLQJ�FRPSHWLWLYH�SUHVVXUHV��HFRQRPLF�UHIRUPV�KDYH�DOVR� OHG�WR�DQ� LPSURYHG
DOORFDWLRQ�RI�UHVRXUFHV�DQG�WKHUHE\� WR�KLJKHU�HFRQRPLF�JURZWK�DQG� LQFRPH� OHYHOV��$
ILUVW�HYDOXDWLRQ�RI�WKH�LPSDFW�DQG�HIIHFWLYHQHVV�RI�WKH�VLQJOH�PDUNHW�FRQILUPV�WKDW�WKHUH
KDYH�EHHQ�ODUJH�PLFUR�DQG�PDFURHFRQRPLF�HIIHFWV�UHVXOWLQJ�LQ���������SHUFHQWDJH�SRLQW

������������������������������������������������
���)RU�DQ�RYHUYLHZ�VHH�2(&'��7KH�LPSOHPHQWDWLRQ�DQG�WKH�HIIHFWV�RI�UHJXODWRU\�UHIRUP��3DVW�H[SHULHQFH�DQG�FXUUHQW�LVVXHV�
�����
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KLJKHU� &RPPXQLW\� LQFRPH���� 2(&'� VWXGLHV� RQ� UHJXODWRU\� UHIRUPV� VKRZ� WKDW� ORQJ�
WHUP��������\HDUV��SRWHQWLDO�RXWSXW�JDLQV�YDULHG�IURP���WR���SHU�FHQW�GHSHQGLQJ�RQ�WKH
SRLQWV�RI�GHSDUWXUH�IRU�GLIIHUHQW�FRXQWULHV�

• (FRQRPLF�UHIRUPV�DUH�DOVR� OLNHO\� WR�KDYH�G\QDPLF�HIIHFWV��5HGXFLQJ�EDUULHUV�RI�HQWU\
SURPRWHV�FRPSHWLWLRQ�DQG�SXW�GRZQZDUG�SUHVVXUH�RQ�SURILW�PDUJLQV� DQG�SULFHV��7R
VWD\� LQ�EXVLQHVV�� FRPSDQLHV�ZLOO� KDYH� WR� EH� FRQVWDQWO\� LQQRYDWLYH� LPSURYLQJ� H[LVWLQJ
DQG� FUHDWLQJ� QHZ� SURGXFWV� DQG� SURGXFWLRQ� SURFHVVHV� WKURXJK�� H�J��� LQFUHDVHG� 5	'
HIIRUWV��7KLV�LPSURYHV�WKH�SURVSHFWV�RI�ORQJ�WHUP�SURGXFWLYLW\�DQG�LQFRPH�JURZWK�

7KH� KLJKHU� SURGXFWLRQ� OHYHOV� DFKLHYHG� WKURXJK� UHIRUPV� RI� SURGXFW�PDUNHWV� KDYH� KDG� D
GLUHFW�LPSDFW�RQ�HPSOR\PHQW��7KH�FUHDWLRQ�RI�WKH�VLQJOH�PDUNHW�LV�WKXV�HVWLPDWHG�WR�KDYH
FUHDWHG� EHWZHHQ� �������� DQG� �������� QHZ� MREV� LQ� WKH� (8���� +RZHYHU�� DQ� HYHQ� ODUJHU
EHQHILFLDO�HIIHFW�RQ�HPSOR\PHQW�KDV�FRPH�IURP�WKH�UHIRUPV�RI� ODERXU�PDUNHWV� LQ� UHFHQW
\HDUV�DV�HYLGHQFHG�E\�WKH�UHGXFWLRQ�LQ�WKH�HVWLPDWHG�VWUXFWXUDO�XQHPSOR\PHQW�UDWHV�DQG�WKH
LQFUHDVHG�HPSOR\PHQW�UDWHV�LQ�PRVW�0HPEHU�6WDWHV��/DERXU�PDUNHW�UHIRUPV�KDYH�DLPHG�DW
FKDQJLQJ� WD[�EHQHILWV� V\VWHPV�� LPSURYLQJ� DFWLYH� ODERXU� PDUNHW� SROLFLHV�� PDNLQJ� ODERXU
PDUNHW� UHJXODWLRQ� DQG� LQVWLWXWLRQV� PRUH� IOH[LEOH� DQG� LPSURYLQJ� WKH� VNLOOV� RI� WKH� ODERXU
IRUFH�� 7KHUHE\� LQFUHDVLQJ� ERWK� ODERXU� GHPDQG� DQG� ODERXU� VXSSO\�� 7KHVH� HIIRUWV� KDYH
FRQWULEXWHG�WR�WKH�EHQHILWV�RI�LQGLYLGXDO�FLWL]HQV�LQ�WKH�IROORZLQJ�ZD\V�

• ,QFUHDVHG�HPSOR\PHQW�LV�WKH�PRVW�LPSRUWDQW�PHDQV�RI�LPSURYLQJ�WKH�ZHOIDUH�RI�WKRVH
WKDW�ZRXOG�RWKHUZLVH�EH�ZLWKRXW� D� MRE�� DQG� LV� WKHUHIRUH� LPSRUWDQW� WR� HQKDQFH� VRFLDO
LQFOXVLRQ�

• ,QFUHDVHG� IOH[LELOLW\�RI� ODERXU�PDUNHWV�� H�J��E\�RSHQLQJ� IRU� IOH[LEOH� MRE� FRQWUDFWV� DQG
SDUW�WLPH��SURYLGHV� LQGLYLGXDOV�ZLWK�PRUH� HPSOR\PHQW� RSSRUWXQLWLHV� DQG� LW� EHFRPHV
HDVLHU�WR�REWDLQ�D�MRE�WKDW�VXLWV�LQGLYLGXDO�UHTXLUHPHQWV�

• ,PSURYHG�SRVVLELOLWLHV� IRU�REWDLQLQJ� DQ� HGXFDWLRQ� DQG� IRU� OLIH�ORQJ� OHDUQLQJ�PDNHV� LW
SRVVLEOH�IRU�LQGLYLGXDOV�WR�SXUVXH�D�FDUULHU�WKDW�LV�GHVLUDEOH�DQG�REWDLQ�EHWWHU�MREV�

3XEOLF�VHUYLFH�REOLJDWLRQV�DUH�PDLQWDLQHG
:KLOH� ZHOO�IXQFWLRQLQJ� PDUNHWV� SURYLGHV� EHQHILWV� IRU� WKH� SRSXODWLRQ� DW� ODUJH�� LW� PXVW
DPRQJ� RWKHU� WKLQJV� EH� HQVXUHG� WKDW� DOO� FLWL]HQV� KDYH� WR� DFFHVV� FHUWDLQ� EDVLF� JRRGV� DQG
VHUYLFHV��([SHULHQFH�VKRZV��KRZHYHU�� WKDW�PDUNHW� OLEHUDOLVDWLRQ�QHHG�QRW�FRPSURPLVH�WKH
HTXDO�DFFHVV�WR�WKHVH�SURGXFWV�

)RU� H[DPSOH�� QHWZRUN� LQGXVWULHV� DQG� RWKHU� XWLOLW\� VHFWRUV�� VXFK� DV� WHOHFRPPXQLFDWLRQV�
HQHUJ\�DQG�WUDQVSRUWV��DUH�RIWHQ�UHTXLUHG�WR�XQGHUWDNH�XQLYHUVDO�VHUYLFH�REOLJDWLRQV��862��
L�H��REOLJDWLRQV�WR�SURYLGH�EDVLF�VHUYLFHV�WR�DOO�ZKR�UHTXHVW�LW�DW�DIIRUGDEOH�SULFHV��WR�SURYLGH
FRPPXQLW\�VHUYLFH�REOLJDWLRQV��H�J��WHOHSKRQH�ER[HV��DQG�WR�SURYLGH�VSHFLDO�FRQFHVVLRQV�WR
FRQVXPHU��H�J��VSHFLDO�DSSDUDWXV�WR�GLVDEOHG���,Q�LQGXVWULHV�ZKHUH�WKH�ULVNV�IRU�SXEOLF�KHDOWK
DQG� WKH� HQYLURQPHQW� LV� FRQVLGHUHG� WR� EH� KLJK�� VXFK� DV� LQ� WUDQVSRUW� DQG� HQHUJ\� VXSSO\�
XQLYHUVDO�VHUYLFH�REOLJDWLRQV�DOVR�LQFOXGH�VDIHW\�DQG�HQYLURQPHQWDO�VXVWDLQDELOLW\��*HQHUDOO\�
XQLYHUVDO�VHUYLFH�REOLJDWLRQV�LPSO\�WKDW�WKH�SURGXFHU�FDQQRW�FKDUJH�SULFHV�IRU�DOO�FXVWRPHUV
WKDW�FRYHU�WKH�FRVWV�RI�VXSSO\LQJ�WKH�SURGXFW�RU�VHUYLFH�

+LVWRULFDOO\�� VHUYLFHV� RI� JHQHUDO� LQWHUHVW� KDYH� EHHQ� SURYLGHG� E\� SXEOLF� PRQRSROLHV� DQG
IXQGHG� WKURXJK� WKH� XVH� RI� FURVV�VXEVLGLHV�� $V� WKHVH� PDUNHWV� DUH� RSHQHG� XS� IRU
FRPSHWLWLRQ�� QHZ� PHWKRGV� RI� HQVXULQJ� WKDW� 862V� DUH� PHW� DUH� QHHGHG�� DV� FURVV�

������������������������������������������������
���(8�&RPPLVVLRQ��7KH�LPSDFW�DQG�HIIHFWLYHQHVV�RI�WKH�VLQJOH�PDUNHW�������
���$V�IRRWQRWH����
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VXEVLGLVDWLRQ�LPSOLHV�DQ�RSSRUWXQLW\�IRU�FRPSHWLWRUV�WR�WDNH�RYHU�WKRVH�FXVWRPHUV�SD\LQJ�D
SULFH� H[FHHGLQJ� FRVWV��ZKLOH� QRW�ZLVKLQJ� WR� VXSSO\� WKRVH� FXVWRPHUV� SD\LQJ� OHVV� WKDQ� WKH
FRVWV��7KHUHIRUH��RSHQLQJ�RI�PDUNHWV�LV�RIWHQ�IROORZHG�E\�D�UH�EDODQFLQJ�RI�WDULII�VWUXFWXUHV
DV�KDV�KDSSHQHG�LQ�PRVW�0HPEHU�6WDWHV�LQ�WHOHFRPPXQLFDWLRQV��EXW�DOVR�LQ�HQHUJ\�VXSSO\�
WR�PDNH�WKHP�PRUH�UHIOHFWLYH�RI�WKH�XQGHUO\LQJ�FRVWV��,Q�WKLV�ZD\��FRVWV�DQG�SULFHV�FDQ�EH
ORZHUHG� LQ�FRPSHWLWLYH� VHJPHQWV�RI� WKH�PDUNHW� IRU� WKH�EHQHILW� RI� FRQVXPHUV��7R� HQVXUH
WKDW�862V�DUH�VWLOO�VDWLVILHG��QHZ�PHWKRGV�RI�IXQGLQJ�DUH�WKHUHIRUH�RIWHQ�UHTXLUHG�

7KHUH�DUH�GLIIHUHQW�ZD\V�RI�IXQGLQJ�XQLYHUVDO�VHUYLFH�REOLJDWLRQV��,I�WKH�EXUGHQ�RI�862�LV
VLJQLILFDQW��WKH�UHJXODWRU�FDQ�FRPSHQVDWH�WKH�862�SURYLGHU��&RPPRQ�ZD\V�WR�IXQG�WKHVH
REOLJDWLRQV� LV� WKURXJK� LQWHUFRQQHFWLRQ� WDULIIV� RU� WKURXJK� WKH� VKDULQJ� RI� FRVWV� DPRQJVW
FDUULHUV�LQ�SURSRUWLRQ�WR�WKHLU�VKDUH�RI�UHYHQXH�VR�WKDW�QR�FDUULHU�LV�GLVDGYDQWDJHG����,I�WKHUH
DUH�FRQFHUQV�DERXW�WKH�LPSDFW�RI�WDULII�UH�EDODQFLQJ�RQ�ORZ�LQFRPH�KRXVHKROGV�RU�UHPRWH
DUHDV�� DOWHUQDWLYHV� WR� FURVV�VXEVLGLHV� LQFOXGH� GLUHFW� FDVK� WUDQVIHUV� WR� FRQVXPHUV� RU� GLUHFW
VXEVLGLHV� WR�RSHUDWRUV��:KLOH� WKH� ILVFDO� EXUGHQ�ZLOO� EH� JUHDWHU�� LW� KHOSV�PDNH� WKH� FRVW� RI
PHHWLQJ�862�PRUH�WUDQVSDUHQW��5HJXODWRUV�FDQ�DOVR�XVH�DXFWLRQV�LQ�ZKLFK�RSHUDWRUV�ELG�WR
VXSSO\�862�DW�WKH�ORZHVW�FRVW�

7KHVH�DOWHUQDWLYHV�KDYH�SURYHQ� WR�RIIHU� VHUYLFHV�RI� JHQHUDO� LQWHUHVW�ZLWK� OHVV� FRPSHWLWLYH
GLVWRUWLRQ� WKDQ�FURVV�VXEVLGLHV��7KXV�� WKH�SURYLVLRQ�RI� VHUYLFHV�RI�JHQHUDO� LQWHUHVW� FDQ�EH
FRQVLVWHQW�ZLWK�FRPSHWLWLYH�PDUNHWV�

7KH�UROH�RI�FRQVXPHU�SURWHFWLRQ�LQ�WKH�LQIRUPDWLRQ�VRFLHW\
&RQVXPHUV� DQG� FLWL]HQV� DUH� RIWHQ� DW� D� GLVDGYDQWDJH� YLV�j�YLV� HQWHUSULVHV� DQG� WKH� SXEOLF
VHFWRU��2EWDLQLQJ�DOO� LQIRUPDWLRQ�RQ�SURGXFWV� LQ�RUGHU� WR�DVVHVV� WKH�TXDOLW\�RI� D�SURGXFW
DQG� FRPSDUH� GLIIHUHQW� SURGXFWV� LV� GLIILFXOW� DQG� FRVWO\� IRU� LQGLYLGXDOV�� +DYLQJ� D� VWURQJ
FRQVXPHU�SROLF\� DLPLQJ�DW� WKH�SURWHFWLRQ�RI� WKH�KHDOWK�� VDIHW\�DQG�HFRQRPLF� LQWHUHVWV�RI
FRQVXPHUV� ZLOO� EH� UHTXLUHG�� $Q� HIIHFWLYH� FRQVXPHU� SROLF\� PXVW� GHDO� ZLWK� PDLQO\� WKUHH
DUHDV�� UHJXODWRU\� LVVXHV� LQFOXGLQJ� GLVSXWH� VHWWOHPHQWV�� WUDQVSDUHQF\� RI� LQIRUPDWLRQ� DQG
FRQVXPHU�SDUWLFLSDWLRQ�

,Q�WKLV�UHVSHFW��H�FRPPHUFH�LV�SRVLQJ�FKDOOHQJHV��EXW�DOVR�VLJQLILFDQW�RSSRUWXQLWLHV��2Q�WKH
RQH�KDQG��WKH�,QWHUQHW�DQG�H�FRPPHUFH�LV�UHYROXWLRQLVLQJ�PDUNHWLQJ�DQG�VHOOLQJ�PHWKRGV�
DV�ZHOO�DV�GLVWULEXWLRQ�DQG�SURGXFWLRQ�SURFHVVHV��7KHVH�FKDQJHV�SXW�QHZ�GHPDQGV�RQ�WKH
UHJXODWRU\� IUDPHZRUN�� LQFOXGLQJ� WKH�QHHG� WR� HVWDEOLVK� D� FOHDU� OHJDO� IUDPHZRUN�ZKLFK� FDQ
SURPRWH�FRQVXPHU�FRQILGHQFH�DQG�WUDQVSDUHQF\�LQ�HOHFWURQLF�WUDQVDFWLRQV�

2Q�WKH�RWKHU�KDQG��FKHDS�DQG�HDV\�DFFHVV�WR�GLVVHPLQDWH�DQG�REWDLQ�LQIRUPDWLRQ�SURYLGHV
DQ�RSSRUWXQLW\�IRU�FRQVXPHUV� WR�JDLQ� LQVLJKWV� WKDW�ZHUH�SUHYLRXVO\�RQO\�DYDLODEOH�WR��H�J��
JRYHUQPHQW� DJHQFLHV� RU� RWKHU� VSHFLDOLVWV�� 0HGLD�� FRQVXPHU� JURXSV�� SXEOLF� DJHQFLHV� DQG
RWKHU� ZDWFKGRJV� KDYH� LPSRUWDQW� UROHV� WR� SOD\� LQ� WKLV� UHVSHFW�� 7KH� SXEOLFDWLRQ� RI
LQIRUPDWLRQ� RQ� EDG� SUDFWLFHV�� SURGXFWV� DQG� VR� IRUWK�� HLWKHU� E\� WUDGLWLRQDO� PHDQV� RU� E\
VHWWLQJ� XS� VSHFLDOLVHG� KRPH� SDJHV� RQ� WKH� ,QWHUQHW� DVVLJQHG� H[FOXVLYHO\� IRU� FRQVXPHU
LQIRUPDWLRQ��FDQ�WR�D�ODUJH�H[WHQW�VXEVWLWXWH�IRU�GHWDLOHG�SXEOLF�UHJXODWLRQ�

$V� GHWDLOHG� UHJXODWLRQ� LQHYLWDEO\� HQWDLOV� D� ULVN� RI� FUHDWLQJ� LQDSSURSULDWH� GLVWRUWLRQ� DQG� D
QHHG�IRU�FRVWO\�FRQWURO�SURFHGXUHV��WKH�SROLWLFDO�HQGRUVHPHQW�DQG�HQFRXUDJHPHQW�RI�QRQ�
JRYHUQPHQWDO�LQLWLDWLYHV�LQ�WKH�DUHD�RI�FRQVXPHU�SURWHFWLRQ�PD\�SURYH�EHQHILFLDO�UHODWLYH�WR
WKH�PRUH�WUDGLWLRQDO�DSSURDFK�RI�GLUHFW�UHJXODWLRQ�
������������������������������������������������
���7KH�FKRLFH�RI�IXQGLQJ�PHFKDQLVP�LPSDFW�RQ�PDUNHW�SHUIRUPDQFH� LQ�GLIIHUHQW�ZD\V�DQG�VKRXOG�EH� WDNHQ
LQWR�DFFRXQW�LQ�UHJXODWRU\�GHVLJQ�
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$QQH[�,,
7D[�EHQHILW�UHIRUPV

0RVW�0HPEHU� 6WDWHV� KDYH� LPSOHPHQWHG� VXEVWDQWLDO� WD[� UHIRUPV� LQ� UHFHQW� \HDUV� DQG� WR� D
OHVVHU� H[WHQW� UHIRUPHG� EHQHILW� V\VWHPV�� %DVHG� RQ� WKH� DYDLODEOH� LQIRUPDWLRQ�� LW� KDV� EHHQ
DWWHPSWHG�WR�SURYLGH�DQ�RYHUYLHZ�LQ�WHUPV�RI�WKH�LPSDFW�RI�UHIRUPV�RQ�PDUJLQDO�WD[�UDWHV�
DQG�QHW�UHSODFHPHQW�UDWHV��FI��WDEOH�$���

7KH�WDEOH�VKRZV�

�� 7KH�OHYHO�RI�WKH�PDUJLQDO�WD[�DQG�QHW�UHSODFHPHQW�UDWHV�LQ������
�� 7KH�FKDQJHV�LQ�PDUJLQDO�WD[�UDWHV�DQG�QHW�UHSODFHPHQW�UDWHV�LPSOLHG�E\�UHIRUPV�RI�WD[�

EHQHILW�V\VWHPV�ZKHQ�WKH\�DUH�IXOO\�LPSOHPHQWHG�LQ�WKH�FRPLQJ�\HDUV�

7KH�ILJXUHV�SURYLGHG�VKRZV�SRLQW�HVWLPDWHV� IRU� W\SLFDO�SHUVRQV�ZKLFK�DUH�QRW�QHFHVVDULO\
UHSUHVHQWDWLYH� IRU� DYHUDJH� HIIHFWV� DFURVV� LQFRPH� JURXSV�� 7KH� ILJXUHV� IRU� FKDQJHV� LQ
PDUJLQDO�WD[�UDWHV�PD\�QRW�UHSUHVHQW�FRUUHVSRQGLQJ�FKDQJHV�LQ�DYHUDJH�WD[DWLRQ�

7KH�PDUJLQDO�WD[�UDWH�FDSWXUHV�LQFRPH�WD[�DV�ZHOO�DV�HPSOR\HU�DQG�HPSOR\HH�VRFLDO�VHFXULW\
FRQWULEXWLRQV�IRU�D�FRXSOH�RI��������HDUQLQJV�RI�DQ�$3:�LQFRPH��+HQFH��LW�LV�HTXDO�WR�WKH
SHUFHQWDJH�ZHGJH�EHWZHHQ�WRWDO�ZDJH�UDWHV�DQG�GLVSRVDEOH�LQFRPHV�

7KH� QHW� UHSODFHPHQW� UDWH� LQGLFDWHV� WKH� SHUFHQWDJH� RI� ORVW� HDUQLQJV� FRYHUHG� E\
XQHPSOR\PHQW�EHQHILWV�HWF���ZKHQ�WKH�KLJK�HDUQHU�RI�D��������SHU�FHQW�RI�$3:�PDUULHG
FRXSOH�EHFRPHV�XQHPSOR\HG�

&RPSDUDEOH�GDWD�RQ�FKDQJHV� LQ�0HPEHU�6WDWHV·� UXOHV� IRU� LQFRPH� WD[�� VRFLDO� VHFXULW\� DQG
UHSODFHPHQW� UDWHV� DUH� JHQHUDOO\� LQFRPSOHWH�� DQG� IXUWKHU� HIIRUWV� DUH� QHHGHG� WR� VXEPLW�
FRPSDUH�DQG�DQDO\VH�VXFK�GDWD�LQ�WKH�IXWXUH�



��

7DEOH�$����.H\�HOHPHQWV�RI�WD[�DQG�EHQHILW�UHIRUPV�LQ�0HPEHU�6WDWHV
0DUJLQDO�WD[�UDWH� 1HW�UHSODFHPHQW�UDWH�

3UHUHIRUP�
����

&KDQJH 3UHUHIRUP�
����

&KDQJH 2WKHU�HOHPHQWV

����������������3HUFHQWDJH�SRLQWV����������������
$XVWULD ���� � ������ ����� %URDGHQLQJ�RI�WD[�EDVH�RI�HQWHUSULVHV�DQG

LQFUHDVH�RI�GXWLHV�LQ������WR�ILQDQFH
ORZHU�LQFRPH�WD[HV�

%HOJLXP ���� ���� ���� 1HJ� 5HGXFWLRQ�LQ�66&��ORZHU�9$7�RQ�ODERXU
LQWHQVLYH�VHUYLFHV�

'HQPDUN ���� ���� ���� � &RUS��WD[�UDWH�FXW�IURP����WR����SFW�
)LQDQFHG�E\�EDVH�EURDGHQLQJ�DQG
LQYHVWRU�OHYHO�WD[HV�

)LQODQG ���� ���� ����� � /DERXU�PDUNHW�DQG�LQFRPH�WD[�UDWHV
UHGXFHG��FRUSRUDWH�WD[�UDWH�LQFUHDVHG�WR
���SFW�

)UDQFH� ���� ����� ���� ���� 66&�FXW�DW�ORZ�ZDJHV��ORZHU�LQFRPH�
SURSHUW\�DQG�FRUSRUDWH��WD[HV��ORZHU�9$7
RQ�VHUYLFHV�

*HUPDQ\ ���� ���� ���� 1HJ� &RUSRUDWH�WD[�UDWH�FXW�WR����SHU�FHQW�
*UHHFH ���� ���� ���� � 5HGXFHG�66&�IRU�PLQLPXP�ZDJH�HDUQHUV�

UHGXFHG�WD[DWLRQ�IRU�ILUPV�KLULQJ�QHZ
SHUVRQQHO��LQFUHDVHG�LQF��WD[�DOORZDQFH
DQG�WD[�FUHGLWV�IRU�FKLOGUHQ��ORZHU�9$7
RQ�ODERXU�LQWHQVLYH�VHUYLFHV�

,UHODQG ���� ���� +LJKHU�LQGLYLGXDO�LQFRPH�WD[�DOORZDQFH�
FRUSRUDWH�WD[�UDWH�FXW�WR������SFW���FHLOLQJ
RQ�66&�UHPRYHG�

,WDO\� ���� ���� ���� ���� &RUS��WD[�UDWH�FXW�WR����SFW������SFW��)RU
ILUPV�UHLQYHVWLQJ�WKURXJK�UHWDLQHG
HDUQLQJV���ORZHU�9$7�RQ�ODERXU�LQWHQVLYH
VHUYLFHV��LQF��WD[�DOORZDQFHV�LQFUHDVHG�
&2��WD[�WHPSRUDULO\�VXVSHQGHG��7D[
FUHGLWV�IRU�ILUPV�KLULQJ�DGXOW�ORQJ�WHUP
XQHPSOR\HG�DQG�LQYHVWLQJ�LQ�OHVV
GHYHORSHG�DUHDV�

/X[HPERXUJ ���� ���� ���� /RZHU�9$7�RQ�ODERXU�LQWHQVLYH�VHUYLFHV�
FRUSRUDWH�WD[�UDWH�FXW�WR����SFW�

1HWKHUODQGV ���� ���� /DE��PDUNHW�DQG�LQFRPH�WD[�UDWHV�FXW
DFURVV�WKH�ERDUG��LPSXWHG�UHQW�UHSODFHV
FDSLWDO�LQFRPH�LQ�WD[�EDVH��9$7�LQFUHDVHG
IURP������WR����SFW�

3RUWXJDO ���� ���� &RUSRUDWH�WD[�UDWH�FXW�WR����SFW��LQ������
ORZHU�9$7�RQ�ODERXU�LQWHQVLYH�VHUYLFHV�
WD[�FUHGLWV�IRU�VDYLQJ�DQG�HGXFDWLRQ�
SURSHUW\�WD[�UHIRUP�

6SDLQ ���� ���� /RZHU�9$7�RQ�ODERXU�LQWHQVLYH�VHUYLFHV�
6ZHGHQ ���� ���� ���� ���� 5HGXFWLRQ�LQ�LQFRPH�WD[HV�SODQQHG�
8. ���� ���� ���� (PSOR\PHQW�WD[�FUHGLW�SODQQHG�IRU������

LQFRPH�WD[�FXWV��KLJKHU�GXWLHV�RQ�YHKLFOHV
DQG�WREDFFR��LQFUHDVHG�LQFRPH�WD[
GHGXFWLRQV�

�1RWHV�RQ�QH[W�SDJH�
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�� 7KH�FRPELQHG�PDUJLQDO�WD[�UDWH�RI�LQFRPH�WD[DWLRQ�DQG�VRFLDO�VHFXULW\�FRQWULEXWLRQV�IRU�PDUULHG�FRXSOH
DW� ������� SHUFHQW� RI� $3:� ZLWK� WZR� FKLOGUHQ�� 7KH� SUH�UHIRUP�PDUJLQDO� WD[� UDWHV� DUH� DGRSWHG� IURP
2(&'��7KH�7D[�%HQHILW�3RVLWLRQ�RI�(PSOR\HHV��WDEOH������������ZKLOH�WKH�FKDQJHV�DUH�EDVHG�RQ�LQIRUPDWLRQ
IURP�0HPEHU�6WDWHV�RQ� WKH� LPSDFW�RI� WD[� UHIRUPV�VLQFH������DQG�XQWLO� WKH�GHFLGHG� WD[� UHIRUPV�KDYH
EHHQ�IXOO\�SKDVHG�LQ�GXULQJ�WKH�FRPLQJ�����\HDUV�

�� 7KH�QHW� UHSODFHPHQW� UDWH� LQGLFDWHV� WKH�SHUFHQWDJH� RI� ORVW� HDUQLQJ� FRYHUHG� E\� XQHPSOR\PHQW� EHQHILWV
HWF���ZKHQ� WKH� KLJK� HDUQHU� RI� D� ������� SHU� FHQW� RI�$3:�PDUULHG� FRXSOH� EHFRPHV� XQHPSOR\HG��7KH
ILJXUHV�RQ�QHW�UHSODFHPHQW�UDWHV�DUH�EDVHG�RQ�LQIRUPDWLRQ�SURYLGHG�E\�LQGLYLGXDO�0HPEHU�6WDWHV�

�� 7KH� WD[� DQG� UHSODFHPHQW� UDWHV� IRU� )UDQFH� DUH� DSSOLFDEOH� WR� D� FRXSOH� SDLG� ������� SHU� FHQW� RI� WKH
PLQLPXP�ZDJH��7KH�$3:�FRUUHVSRQGV�WR������WLPHV�WKH�PLQLPXP�ZDJH�LQ�)UDQFH�

�� )RU�,WDO\��WKH�QHW�UHSODFHPHQW�UDWH�LV�DIWHU�WD[�DQG�LQFOXGLQJ�RUGLQDU\�XQHPSOR\PHQW�DQG�IDPLO\�EHQHILWV
LQ�WKH�ILUVW�PRQWK�RI�EHQHILW�UHFHLSWV��7KH�FKDQJH� LQ�WKH�QHW�UHSODFHPHQW�UDWH� LV�DQ�HVWLPDWHV� IRU�����
ZLWK�UHVSHFW�WR�SUHYLRXV�\HDUV�DV�D�FRQVHTXHQFH�RI�WKH�LQFUHDVH�LQ�QHW�UHSODFHPHQW�UDWH�LPSOHPHQWHG�DW
WKH�HQG�RI��������7KH�UHYHQXH�LPSDFW�LV�WKH�H[SHFWHG�FKDQJH�RI�WRWDO�UHYHQXHV�DV�SHU�FHQW�RI�*'3�LQ�WKH
SHULRG�����������
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$QQH[�,,,
3URPRWLQJ�WKH�WUDQVLWLRQ�WR�WKH�NQRZOHGJH�EDVHG�VRFLHW\

7KH� NQRZOHGJH�EDVHG� VRFLHW\� PD\� EURDGO\� EH� GHILQHG� DV� RQH� ZKHUH� NQRZOHGJH�� LQ� WKH
EURDGHVW�VHQVH�RI�WKH�ZRUG��KDV�EHFRPH�LQFUHDVLQJO\�LPSRUWDQW�IRU�FLWL]HQV��HQWHUSULVHV�DQG
WKH�SXEOLF�VHFWRU�WR�JHW�RQ�LQ�WKH�ZRUOG��7KH�HPHUJHQFH�RI�WKH�NQRZOHGJH�EDVHG�VRFLHW\�LV
FORVHO\��EXW�QRW�H[FOXVLYHO\�UHODWHG�WR�WKH�H[WUHPHO\�UDSLG�GLIIXVLRQ�RI�QHZ�LQIRUPDWLRQ�DQG
FRPPXQLFDWLRQV�WHFKQRORJLHV��,&7��

,&7�SURGXFWLRQ��$�VHFWRU�OLNH�DOO�RWKHUV"
5HFHQW� UDSLG� WHFKQRORJLFDO� GHYHORSPHQWV�� SDUWLFXODUO\� LQ� ,&7�� DQG� IDYRXUDEOH� PDFUR�
HFRQRPLF�GHYHORSPHQWV�LQ�WKH�LQGXVWULDOLVHG�FRXQWULHV��HVSHFLDOO\�LQ�WKH�8QLWHG�6WDWHV��KDYH
UHYLWDOLVHG�UHVHDUFK�RQ�WKH�IDFWRUV�FRQWULEXWLQJ�WR�HFRQRPLF�JURZWK�DQG�SURGXFWLYLW\��7KH
GLUHFW� JURZWK� FRQWULEXWLRQ� RI� WKH� ,&7� VHFWRU� LV� DOUHDG\� UHPDUNDEOH� LQ� WKH� (8� WRR�� ,&7
SURGXFWLRQ�LV�H[SDQGLQJ�UDSLGO\�LQ�WKH�(8��DOWKRXJK�VWLOO�FRPSULVLQJ�RQO\�DERXW���SHU�FHQW
RI�WRWDO�YDOXH�DGGHG��FI��WDEOH�$����L�H��VRPH�WZR�WKLUGV�RI�WKH�FRUUHVSRQGLQJ�VKDUH�LQ�WKH�86�
7KHUH� DUH�� KRZHYHU�� ZLGH� GLIIHUHQFHV� LQ� WKH� LPSRUWDQFH� RI� ,&7� SURGXFWLRQ� DFURVV� WKH
0HPEHU�6WDWHV��7KH� ODUJHVW� FRQWULEXWLRQV� RI� ,&7� LQGXVWULHV� WR� YDOXH� DGGHG� DUH� IRXQG� LQ
,UHODQG��6ZHGHQ��)LQODQG��WKH�1HWKHUODQGV�DQG�WKH�8.��ZKHUHDV�WKH�ORZHVW�RFFXU�LQ�6SDLQ
DQG�,WDO\��7KH�GHYHORSPHQWV�VHHP�WR�EH�UHODWLYHO\�SRVLWLYH�LQ�PDQ\�RI�WKRVH�0HPEHU�6WDWHV
WKDW�FXUUHQWO\�KDYH�IDLUO\�VPDOO�,&7�LQGXVWULHV��VXFK�DV�%HOJLXP��3RUWXJDO�DQG�6SDLQ�

7DEOH�$����7KH�LPSRUWDQFH�RI�WKH�,&7�VHFWRU�LQ�(8�DQG�86$��VKDUH�RI�*'3�
���� ���� &KDQJH������

���������������������3HU�FHQW���������������������� �������3FW�SRLQWV�����
$XVWULD ��� ��� ���
%HOJLXP ��� ��� ���
)LQODQG ��� ��� ���
*HUPDQ\ ��� ��� ���
)UDQFH ��� ��� ���
,UHODQG ��� ��� ���
,WDO\ ��� ��� ���
1HWKHUODQGV ��� ��� ���
3RUWXJDO ��� ��� ���
6SDLQ ��� ��� ���
6ZHGHQ ��� ��� ���
8QLWHG�.LQJGRP ��� ��� ���
$ERYH�(8 ��� ��� ���
86$ ��� ��� ���
6RXUFH��&UHGLW�6XLVVH�)LUVW�%RVWRQ�

:KLOH� WKH� UDSLG�JURZWK� LQ� WKH� ,&7�VHFWRU� DQG� WKH�FRQWULEXWLRQV� LQ� WHUPV�RI�SURGXFWLYLW\
JDLQV�WKDW�WKH�VHFWRU�KDYH�PDGH�WR�RYHUDOO�SURGXFWLYLW\�JURZWK�DUH�LPSUHVVLYH��WKLV�HIIHFW�LV
QRW� IXQGDPHQWDOO\� GLIIHUHQW� IURP� RWKHU� VHFWRUV� LQ� WKH� HFRQRP\� XQGHUJRLQJ� UDSLG
WHFKQRORJLFDO�FKDQJHV��$OWKRXJK��WKRVH�0HPEHU�6WDWHV�ZKHUH�WKH�,&7�VHFWRU�LV� LPSRUWDQW
PD\�KDYH�EHQHILWHG�LQ�WHUPV�RI�KLJKHU�LQFRPH�JURZWK�LQ�UHFHQW�\HDUV�UHODWLYH�WR�FRXQWULHV
ZKHUH�WKH�,&7�VHFWRU�FRPSULVHV�D�VPDOOHU�VKDUH�RI�WKH�HFRQRP\�

%XW�DV�VXFK��WKH�JURZWK�RI�WKH�,&7�VHFWRU�GRHV�QHLWKHU�LQ�LWVHOI�UHSUHVHQW�WKH�NQRZOHGJH�
EDVHG�HFRQRP\�QRU� LV� LW� D�QHFHVVDU\�FRQGLWLRQ� IRU� WKH� WUDQVLWLRQ� WR� WKH�NQRZOHGJH�EDVHG
VRFLHW\�RI�LQGLYLGXDO�FRXQWULHV��$�VWURQJ�GRPHVWLF�,&7�VHFWRU�PD\�HQWDLO�VSLQ�RIIV�LQ�WHUPV
RI� WKH� WUDQVLWLRQ� WR� WKH� NQRZOHGJH�EDVHG� VRFLHW\�� WKRVH�ZKR� FDQ� SURGXFH� ,&7��PD\� DOVR
KDYH� DQ� DGYDQWDJH� ZKHQ� LW� FRPHV� WR� XVLQJ� DQG� H[SORULQJ� WKH� SRWHQWLDO� RI� ,&7�� %XW
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FRXQWULHV�PDLQO\� UHO\LQJ� RQ� LPSRUWV� RI� ,&7� KDUGZDUH� DQG� VRIWZDUH�PD\� EH� DGYDQFHG� LQ
WHUPV�RI�WKH�NQRZOHGJH�EDVHG�VRFLHW\�DQ\ZD\�

,QYHVWPHQW�DQG�GLIIXVLRQ�RI�,&7
7KH�LQWHUHVWLQJ�DVSHFW�DQG�WKH�UHDVRQ�ZK\�,&7�GHVHUYHV�WKH�DWWHQWLRQ�LW�LV�UHFHLYLQJ�LV�WKDW
,&7� LV�D� WHFKQRORJ\� WKDW�ZLWKLQ� IHZ�GHFDGHV�KDV�EHHQ� LQWURGXFHG� LQWR�DOPRVW� DOO� OLQHV�RI
SURGXFWLRQ�� LQFOXGLQJ�WKH�SXEOLF�VHFWRU��DQG�LQ�KRXVHKROGV�DV�ZHOO��$OWKRXJK�WKH�VKDUH�RI
*'3�DFFRXQWHG�IRU�E\�,&7�H[SHQGLWXUHV�LQ�WKH�(8�DV�D�ZKROH�LV�ORZHU�WKDQ�LQ�WKH�86�DQG
GHVSLWH� GLIIHUHQFHV� EHWZHHQ� 0HPEHU� 6WDWHV�� WKH� GLIIHUHQFHV� LQ� H[SHQGLWXUHV� DUH� QRWDEO\
VPDOOHU� WKDQ� WKH� GLIIHUHQFHV� LQ� SURGXFWLRQ�� (�J��� ,&7� H[SHQGLWXUH� DPRQJ� (8� PHPEHU
UDQJHG�LQ������IURP�����SHU�FHQW�RI�*'3�LQ�,WDO\�WR�����SHU�FHQW�LQ�6ZHGHQ��FI��WDEOH�����

8VH�RI�,&7�DQG�RWKHU�IDFWRUV�FRQWULEXWLQJ�WR�WKH�QHHG�IRU�NQRZOHGJH
,W�LV�WKLV�GLIIXVLRQ�RI�,&7�WKDW�LV�LPSRUWDQW��DV�LW�LV�WKH�H[WUHPHO\�ZLGH�UDQJH�RI�XVHV��DFWXDO
DQG�SRWHQWLDO��RI�,&7�WKDW�GLVWLQJXLVKHV�WKLV�WHFKQRORJ\�IURP�DOO�RWKHUV��6LQFH�WKH�DGYDQWDJH
RI�,&7�LV�WR�IDFLOLWDWH�FKHDS�SURFHVVLQJ�DQG�WUDQVIHU�RI�YDVW�DPRXQWV�RI�LQIRUPDWLRQ�WKLV�OHG
LQLWLDOO\� WR� WKH� WHUP� ,QIRUPDWLRQ� 6RFLHW\�� %XW� DV� LQIRUPDWLRQ� SHU� VH� LV� QRW� ZRUWK� PXFK
ZLWKRXW�EHLQJ�SXW�LQWR�XVH��WKH�EURDGHU�FRQFHSW�RI�WKH�NQRZOHGJH�EDVHG�VRFLHW\�DSSHDUHG�

*LYHQ� UHGXFWLRQV� LQ� SULFHV� DQG� LPSURYHPHQWV� LQ� XVHU�IULHQGOLQHVV�� PRVW� FLWL]HQV� FDQ
UHODWLYHO\� HDV\� H[SORLW� WKH�GLIIHUHQW� XVHV�RI� ,&7� DQG� WKH� ,QWHUQHW��7KH�PDLQ� FKDOOHQJH� RI
FLWL]HQV�PD\�RFFXU�LQ�WKHLU�UROH�DV�VXSSOLHUV�RI�ODERXU��DV�WKH�UHTXLUHPHQWV�WR�WKH�TXDOLW\�RI
ODERXU�VXSSO\� LQ� WHUPV�RI� VNLOOV� LQ�JHQHUDO� DQG� ,&7�VNLOOV� LQ�SDUWLFXODU� DUH� LQFUHDVLQJ� IDVW�
7KXV��NHHSLQJ�XS�ZLWK�WKH�SDFH�RI�GHYHORSPHQWV�ZLOO�UHTXLUH�HIIRUWV�E\�LQGLYLGXDO�FLWL]HQV�

)RU� HQWHUSULVHV�DQG� WKH�SXEOLF� VHFWRU�� WKH�FKDOOHQJHV�RI� WKH�NQRZOHGJH�EDVHG� VRFLHW\� DUH�PXFK
PRUH�SURIRXQG��DQG� WKRVH�HQWHUSULVHV� WKDW�GR�QRW� IDFH�XS� WR� WKH�FKDOOHQJH�DUH�DW� ULVN�RI
JRLQJ�RXW�RI�EXVLQHVV�

• 7R�PD[LPL]H� WKH� EHQHILWV� RI� XVLQJ� ,&7�� HQWHUSULVHV� DV�ZHOO� DV� WKH� SXEOLF� VHFWRU�ZLOO
QHHG� WR� FRQVLGHU� WKH� H[LVWLQJ� IORZV� RI� LQIRUPDWLRQ� DQG� NQRZOHGJH� WR� DVVHVV� LI� WKH
UHWXUQ� FRXOG� EH� LPSURYHG� E\� WKH� QHZ� PHDQV� RI� SURGXFWLRQ�� (IIHFWLYH� NQRZOHGJH
PDQDJHPHQW� LV� XQGRXEWHGO\� D� NH\� WR� VXFFHVV� DQG�PD\� UHTXLUH� WKDW� WKH� VWUXFWXUHV� RI
RUJDQLVDWLRQV�EH�UHFRQVWUXFWHG�

• ,&7�RIIHUV� QHZ�SRVVLELOLWLHV� IRU� RUJDQLVLQJ� WKH� H[WHUQDO� UHODWLRQVKLSV�ZLWK� FXVWRPHUV
DQG�VXSSOLHUV��3URYLGLQJ�FRQWHQW�RQ�WKH�,QWHUQHW�LQ�WKH�IRUP�RI�EDVLF�LQIRUPDWLRQ�RQ
SURGXFWV�DQG�VHUYLFHV�RIIHUHG�LV�RQO\�D�ILUVW�VWHS��7KH�QH[W�VWHSV�WKDW�DUH�DOUHDG\�EHLQJ
XQGHUWDNHQ�DUH�WR�HVWDEOLVK�H�FRPPHUFH�IDFLOLWLHV��ZKLFK�PD\�LQFOXGH�WKH�SRVVLELOLW\�IRU
FXVWRPHUV�WR�RUGHU�FXVWRPL]HG�SURGXFWV�GLUHFWO\�IURP�WKH�VXSSOLHUV�

• 7KH�,QWHUQHW�FDQ�DOVR�EH�XVHG�WR�GHYHORS�IRUPV�RI�PDUNHWV�WKDW�KDYH�SUHYLRXVO\�EHHQ
UHVWULFWHG�WR�VSHFLILF�DUHDV��$XFWLRQV�DQG�WHQGHULQJ�SURFHVVHV�FDQ�PRUH�HDVLO\�EH�KHOG
XVLQJ� HOHFWURQLF� PHDQV�� DQG� WKHLU� XVH� KDYH� DOUHDG\� EHHQ� H[SDQGHG� LQ� EXVLQHVV�WR�
EXVLQHVV� �%�%�� DQG� EXVLQHVV�WR�FRQVXPHU� �%�&�� FRPPHUFH�� 6LPLODUO\�� SXEOLF
SURFXUHPHQW�SUDFWLFHV�DUH�DOUHDG\�EHLQJ�GHYHORSHG�WR�H[SORLW�WKH�SRVVLELOLWLHV�SURYLGHG
E\�,&7�

• $V�LQIRUPDWLRQ�IORZV�LQFUHDVH�DQG�PDUNHWV�JHW�PRUH�FRPSHWLWLYH��HQWHUSULVHV�ZLOO�ILQG
LW� VWLOO� KDUGHU� WR�PDLQWDLQ� FRPSDUDWLYH� DGYDQWDJHV� RU� GRPLQDQFH� LQ� VSHFLILF�PDUNHWV�
&RPSHWLWRUV�ZLOO�FRQVWDQWO\�EH�VHHNLQJ�IRU�PDUNHWV�ZKHUH�SURILWV�FDQ�EH�PDGH�HLWKHU
E\� SURYLGLQJ� FKHDSHU� RU� QHZ� DQG� EHWWHU� SURGXFWV� WKDW� DUH� DGDSWHG� WR� WKDW� VSHFLILF
PDUNHW�� 6LQFH� WKH� RSSRUWXQLWLHV� IRU� SURILW� PDNLQJ� PD\� RFFXU� LQ� VPDOOHU� PDUNHW
VHJPHQWV�DQG�GLVDSSHDU�PRUH�UDSLGO\�WKDQ�SUHYLRXVO\��SURGXFW�F\FOHV�PXVW�EH�H[SHFWHG
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WR� VKRUWHQ�� DQG� WKH� DELOLW\� RI� HQWHUSULVHV� WR� XQGHUVWDQG� DQG� UHVSRQG� WR� FKDQJLQJ
GHPDQGV�DQG�WDNH�QHZ�LQQRYDWLYH�SURGXFWV�WR�WKH�PDUNHW�ZLOO�EH�FUXFLDO�

• )DFLQJ� FXUUHQWO\� WLJKW� ODERXU� PDUNHWV�� LQ� SDUWLFXODU� IRU� ,&7� SHUVRQQHO�� DQG� DQ
HGXFDWLRQDO� VHFWRU� WKDW� DW� OHDVW� WR� VRPH� H[WHQW� ODJV� EHKLQG� WKH� QHHGV� RI� EXVLQHVVHV
PDNHV� LW� FUXFLDO� WKDW� LQGLYLGXDO� FRPSDQLHV� KDYH� WKH� DELOLW\� WR� UHFUXLW� WKH� DSSURSULDWH
ZRUNIRUFH�DQG�WDNH�UHVSRQVLELOLW\�IRU�XSJUDGLQJ�WKH�VNLOOV�RI�WKRVH�KLUHG�

$OWKRXJK�WKHVH�FKDOOHQJHV�LQ�WKH�NQRZOHGJH�EDVHG�VRFLHW\�SULPDULO\�FDQ�EH�DWWULEXWHG�WR�WKH
GLIIXVLRQ� RI� ,&7�� WKHUH� DUH� RWKHU� IDFWRUV� WKDW� FRQWULEXWH�� ��� WKH� LQFUHDVLQJ� FRPSHWLWLYH
SUHVVXUHV� ZKLFK� KDYH� UHVXOWHG� IURP� WKH� RSHQLQJ� RI� PDUNHWV� QDWLRQDOO\� DV� ZHOO� DV
LQWHUQDWLRQDOO\�� ��� WKH� JUDGXDO� H[KDXVWLRQ� RI� RWKHU� IDFWRUV� WKDW� KDYH� SUHYLRXVO\� GULYHQ
JURZWK��H�J��LQFUHDVLQJ�SRSXODWLRQV�DQG�HDV\�DQG�FKHDS�DFFHVV�WR�QDWXUDO�UHVRXUFHV��DQG���
WKH�JUDGXDO�LQFUHDVH�LQ�WKH�GHPDQGV�RI�FLWL]HQV�IDFLQJ�HQWHUSULVHV�DQG�WKH�SXEOLF�VHFWRU�

&KDOOHQJHV�IRU�JRYHUQPHQW�SROLFLHV
,W� LV�ZRUWKZKLOH�UHFDOOLQJ�WKDW� WKH�GLJLWDO�UHYROXWLRQ�DQG�WKH�FUHDWLRQ�RI� WKH�,QWHUQHW�ZHUH
QRW� WULJJHUHG� E\� JRYHUQPHQW� UHJXODWLRQ� RU� LQLWLDWLYH�� 4XLWH� RSSRVLWH� PD\EH�� WKH� ODFN� RI
JRYHUQPHQW�UHJXODWLRQ�PD\�KDYH�VSHHGHG�XS�WKH�LQWURGXFWLRQ�RI�WKHVH�QHZ�WHFKQRORJLHV�DV
HQWUHSUHQHXUV�GLG�QRW�IDFH�DQ\�UHVWULFWLRQV�DQG�FRXOG�IUHHO\�H[SORUH�DOO�SRVVLEOH�DYHQXHV�RI
KRZ�WR�XVH�WKHP��+RZHYHU��WKLV�VKRXOG�QRW�GLVWUDFW�IURP�WKH�IDFW�WKDW�JRYHUQPHQW�DFWLRQ�LV
QRZ� UHTXLUHG� LI� WKH� IXOO� EHQHILWV� DUH� WR� EH� UHDSHG� LQ� D� VRFLDOO\� DFFHSWDEOH� PDQQHU�� ,Q
SDUWLFXODU��0HPEHU�6WDWHV�VKRXOG�DGRSW�PHDVXUHV�LQ�WKH�IROORZLQJ�DUHDV�

• 5HJXODWLRQ�WR�HQVXUH�VHFXULW\�DQG�FRQILGHQFH�LQ�WKH�GLJLWDO�ZRUOG

$V� LQ� RWKHU� PDUNHWV�� FUHDWLQJ� VHFXULW\� DQG� FRQILGHQFH� LQ� WUDQVDFWLRQV� LV� FHQWUDO� LI� H�
FRPPHUFH�DQG�RWKHU�IRUPV�RI�GLJLWDO�FRPPXQLFDWLRQV�DUH�WR�GHYHORS�VPRRWKO\��7KLV�ZLOO
UHTXLUH� UHJXODWLRQ� LQ� WHUPV� RI�PDNLQJ� H�VLJQDWXUHV� OHJDOO\� ELQGLQJ�� FKDQJHG� UHJXODWLRQ� WR
PDNH��H�J���FRQWUDFW�OHJLVODWLRQ�DQG�FRQVXPHU�SURWHFWLRQ�OHJLVODWLRQ�FRQVLVWHQW�ZLWK�WKH�XVH
RI� WKH� ,QWHUQHW��%HVLGHV� SXEOLF� LQLWLDWLYHV� WR� HQKDQFH� WUDQVSDUHQF\� DQG� FRQILGHQFH� LQ� WKH
,QWHUQHW��HQWHUSULVHV�FDQ�DOVR�PDNH�LPSRUWDQW�FRQWULEXWLRQ�LQ�WHUPV�RI�´FRGH�RI�FRQGXFWµ
DQG� W\SHV� RI� VHOI�UHJXODWLRQ�� 2QO\� LI� EXVLQHVV� GRHV� QRW� PDQDJH� WR� HVWDEOLVK� VRFLDOO\
DFFHSWDEOH�SUDFWLFHV�RI�VHOI�UHJXODWLRQ�PD\�DGGLWLRQDO�JRYHUQPHQW�UHJXODWLRQ�EH�UHTXLUHG�

• 5HJXODWLRQ�WR�FRXQWHU�QHZ�PHDQV�RI�HQJDJLQJ�LQ�DQWL�FRPSHWLWLYH�SUDFWLFHV

7KH� XVH� RI� ,&7� PD\� FUHDWH� QHZ� W\SHV� RI� PDUNHW� LPSHUIHFWLRQV�� 1HWZRUN� H[WHUQDOLWLHV�
ZKHUHE\�WKH�EHQHILWV�RI�D�QHWZRUN�IRU�HDFK� LQGLYLGXDO� LQFUHDVHV�DV�PRUH�SHUVRQV� MRLQ� WKH
VDPH�QHWZRUN��LPSOLHV�D�WHQGHQF\�WR�FUHDWH�PRQRSRO\�VLWXDWLRQV��/DFN�RI�WUDQVSDUHQF\�PD\
KLGH� WR� FRQVXPHUV� WKDW� ZKDW� DSSHDUV� WR� EH� DQ� ´REMHFWLYHµ� PDUNHW� SODFH� LV� LQ� UHDOLW\
FRQWUROOHG�E\�VRPH�VXSSOLHUV��H�J��LI�WKH�VHDUFKLQJ�IDFLOLWLHV�RI�DQ�LQWHUQHW�VLWH�LV�FRQVWUXFWHG
VR� DV� WR�SURPRWH� WKH�SURGXFWV�RI� D� VSHFLILF� VXSSOLHU��7KH� HDV\� IORZ�RI� LQIRUPDWLRQ�PD\
PDNH� LW�HDVLHU�IRU�FRPSDQLHV�WR�FROOXGH��DV� LW�JHWV�HDVLHU� WR�PRQLWRU� WKH�EHKDYLRXU�RI� WKH
RWKHU�PHPEHUV�RI�WKH�FROOXVLRQ�

7KLV�NLQG�RI�DQWL�FRPSHWLWLYH�SUDFWLFHV�PXVW�EH�GHDOW�ZLWK�E\�PHDQV�RI�FRPSHWLWLRQ�ODZV�
<HW� DV� D� FRQVHTXHQFH� RI� WKH� PRGHUQLVDWLRQ� RI� FRPSHWLWLRQ� OHJLVODWLRQ� WKDW� KDV� EHHQ
XQGHUWDNHQ� LQ�PRVW�0HPEHU�6WDWHV� LQ� UHFHQW� \HDUV�� WKH� OHJDO� IUDPHZRUN�DSSHDUV� WR�EH� LQ
SODFH��+RZHYHU�� LW� VKRXOG� DOVR�EH� UHFRJQLVHG� WKDW� UDSLG� WHFKQRORJLFDO� GHYHORSPHQWV�PD\
PDNH�VXFK�LQWHUYHQWLRQV�GLIILFXOW�DQG�SRWHQWLDOO\�GDQJHURXV��7KHUH�LV�D�ULVN�WKDW�WKH�SXEOLF
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DXWKRULWLHV�PLJKW� FKRRVH�ZURQJ� VROXWLRQV� DV� WKH� IXOO� XQGHUVWDQGLQJ� RI� KRZ� FRPSHWLWLRQ
ZRUNV�LQ�WKH�NQRZOHGJH�EDVHG�HFRQRP\�LV�QRW�\HW�DYDLODEOH�

• 0HDVXUHV�WR�FRXQWHU�WKH�ULVN�RI�WKH�GLJLWDO�GLYLGH

7KHUH�LV�D�ULVN�RI�WKH�HPHUJHQFH�RI�D�GLJLWDO�GLYLGH�EHWZHHQ�WKRVH�WKDW�KDYH�WKH�VNLOOV�DQG
PHDQV�WR�REWDLQ�WKH�EHQHILWV�RI�WKH�GLIIXVLRQ�RI�,&7��DQG�WKRVH�WKDW�KDYH�QRW��7KH�VL]H�RI
WKLV�SUREOHP�LQ�WKH�ORQJHU�WHUP�LV�XQFOHDU��EXW�SURYLGLQJ�IUHH�RU�FKHDS�DFFHVV�DQG�WUDLQLQJ
WR�WKH�GLVDGYDQWDJHG�ZLOO�EH�DQ�LPSRUWDQW�WDVN�RI�JRYHUQPHQWV�

• $GMXVWLQJ�WKH�HGXFDWLRQDO�V\VWHP�WR�WKH�QHHGV�RI�WKH�NQRZOHGJH�EDVHG�VRFLHW\

:LWKLQ�WKH�SXEOLF�VHFWRU�LPSURYLQJ�WKH�HGXFDWLRQDO�VHFWRU� LV�D�PDMRU�FKDOOHQJH��3URYLGLQJ
WKH�KDUGZDUH�DQG�VRIWZDUH�DV�ZHOO�DV�WUDLQLQJ�WHDFKHUV�DW�DOO�OHYHOV�RI�HGXFDWLRQV�LV�RQH�VWHS�
$QRWKHU�LV�WR�LQWHJUDWH�,&7�LQ�WKH�FXUULFXOXP�RI�DOO�FRXUVHV�DW�DOO�OHYHOV��VR�WKDW�DOO�SRVVLEOH
EHQHILWV�DUH�UHDSHG��&UHDWLQJ�QHZ�FRXUVHV�DQG� LQFUHDVLQJ� WKH�QXPEHU�RI�JUDGXDWHV�ZLWKLQ
WKH�,&7�ILHOG�VXFK�VFLHQFH��WHFKQRORJ\�DQG�PXOWLPHGLD� LV�FUXFLDO� WR�HQKDQFH�DQG� LPSURYH
WKH�XVH�DQG�FRQWHQW�RI�WKH�QHZ�WHFKQRORJLHV��)LQDOO\��,&7�KDV�WKH�SRWHQWLDO�WR�IDFLOLWDWH�WKH
LQWURGXFWLRQ� RI� QHZ� OHDUQLQJ� SURFHVVHV�� EXW� HIIRUWV� DUH� UHTXLUHG� WR� H[SORUH� WKHVH
SRVVLELOLWLHV�DV�WKH\�DUH�QRW�\HW�IXOO\�XQGHUVWRRG�

• $GDSW�,&7�WR�LPSURYH�WKH�HIILFLHQF\�RI�WKH�SXEOLF�VHFWRU�DQG�IDFLOLWDWH�OLQNV�EHWZHHQ�FLWL]HQV�DV�ZHOO�DV
EXVLQHVVHV

$V�DOUHDG\�PHQWLRQHG�DOO�JRYHUQPHQWV�IDFH�D�PDMRU�WDVN�RI�LQWHJUDWLQJ�,&7�LQ�WKH�ZRUN
SURFHVVHV�RI�WKH�SXEOLF�DGPLQLVWUDWLRQ��1RW�RQO\�ZLOO�WKLV�LPSURYH�WKH�HIILFLHQF\�DQG�WKH
TXDOLW\�RI�WKH�SXEOLF�DGPLQLVWUDWLRQ�DQG�WKH�VHUYLFHV�SURYLGHG�E\�WKH�SXEOLF�VHFWRU��LW�ZLOO
DOVR� ORZHU� WKH�EXUGHQV�RI� FLWL]HQV� DV�ZHOO� DV� EXVLQHVVHV�ZKHQ�GHDOLQJ�ZLWK� WKH� SXEOLF
VHFWRU�� %HLQJ� DEOH� WR� FRPPXQLFDWH� HOHFWURQLFDOO\� ZLWK� WKH� SXEOLF� VHFWRU�PD\� IDFLOLWDWH
HDVLHU� DFFHVV� WR� WKH� UHOHYDQW� DJHQFLHV� DQG� VSHHG� XS� DGPLQLVWUDWLYH� SURFHGXUHV� WR� WKH
EHQHILW�IRU�DOO�

• 6WUHQJWKHQLQJ�5	'

7UDQVIRUPLQJ�LQIRUPDWLRQ�LQWR�NQRZOHGJH�UHTXLUHV�WKDW�DGHTXDWH�UHVRXUFHV�EH�DOORFDWHG�WR
5	'� DFWLYLWLHV�� 6LQFH� SXEOLF� 5	'� VSHQGLQJ� RI� WKH� (8� FRXQWULHV� RQ� DYHUDJH� VHHPV
DGHTXDWH�� WKH�PDLQ� WDVN�RI�JRYHUQPHQWV� LV� WR�HQVXUH� WKH�DSSURSULDWH� VXSSO\�RI� VNLOOV� DQG
VWUHQJWKHQLQJ�SULYDWH�VHFWRU�5	'��SULPDULO\�E\� LPSURYLQJ� IUDPHZRUN�FRQGLWLRQV�DQG� WKH
WUDQVIHU�RI�NQRZOHGJH�EHWZHHQ�SXEOLF�UHVHDUFK�LQVWLWXWLRQV�DQG�WKH�SULYDWH�VHFWRU�


