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,1752'8&7,21
LWK WKH HPHUJHQFH RI WKH WHFKQRORJ\ NQRZQ DV %ORFN�
FKDLQ�� FRPSDQLHV KDYH XWLOL]HG WKLV GHFHQWUDOL]HG SHHU�

WR�SHHU SODWIRUP WR FXOWLYDWH D PDUNHW H[FKDQJH WKDW LV JURZLQJ
DW D UDSLG SDFH DQG KDV JDLQHG H[SRQHQWLDOO\ LQFUHDVHG DWWHQ�
WLRQ VLQFH ������ 7KH PRVW FRPPRQO\ NQRZQ FU\SWRFXUUHQF\�
%LWFRLQ� SODFHG VHFRQG LQ *RRJOH·V ´<HDU LQ 6HDUFK ����µ DV D
JOREDO QHZV WRSLF�� 7KH JURZLQJ K\SH DURXQG D GHFHQWUDOL]HG
H[FKDQJH RI FU\SWRFXUUHQFLHV KDV JUDEEHG WKH DWWHQWLRQ RI FRQ�
VXPHUV ZRUOGZLGH DQG� PRVW QRWDEO\� WKH DWWHQWLRQ RI UHJXOD�
WRUV DURXQG WKH JOREH��
*RYHUQPHQWV DURXQG WKH ZRUOG DUH DFWLYHO\ VHHNLQJ WR DG�

GUHVV WKH WKUHDWV RI WHUURULVP� PRQH\ ODXQGHULQJ� DQG IUDXGX�
OHQW LQLWLDO FRLQ RIIHULQJV �,&2V�� WKDW KDYH SODJXHG WKH PDU�
NHW�� $V %ORFNFKDLQ·V GHFHQWUDOL]HG WHFKQRORJ\ FRQWLQXHV WR
JURZ DW D UDSLG SDFH� WKH H[WUHPH YRODWLOLW\ DQG QDWXUDO DQR�
Q\PLW\ RI WKH GHFHQWUDOL]HG FU\SWRFXUUHQF\ H[FKDQJH KDYH LQ�
VSLUHG VFUXSXORXV VFUXWLQ\ IURP EDQNV DQG UHJXODWRUV DURXQG
WKH ZRUOG�� 7KLV HYHU�JURZLQJ FRQFHUQ KLJKOLJKWV WKH QHHG IRU
PHDVXUHV VXFK DV ´.QRZ <RXU &XVWRPHUµ �.<&�� ZKLFK UH�

�� %ORFNFKDLQ LV D GHFHQWUDOL]HG SXEOLFO\ GLVWULEXWHG OHGJHU WKDW RIIHUV D
XQLTXH SODWIRUP IRU FXVWRPHUV WR WUDQVDFW ZLWK RQH DQRWKHU RQ D WUXVW EXLOG�
LQJ SHHU�WR�SHHU QHWZRUN� 6HH LQIUD 3DUW ,�$�

�� (5,. 3$8/6(1� -2,17 (&2120,& &200,77((� 7+( ���� -2,17 (&2120,&
5(3257 ��� ������� KWWSV���ZZZ�FRQJUHVV�JRY�����FUSW�KUSW����&537����KUSW
����SGI�

�� <HDU LQ 6HDUFK ����� *22*/(� KWWSV���WUHQGV�JRRJOH�FRP�WUHQGV�\LV�
�����*/2%$/ �ODVW YLVLWHG )HE� ��� ������

�� 6HH JHQHUDOO\ 3$8/6(1� VXSUD QRWH ��
�� $Q ,&2 LV D IRUP RI FDSLWDO IXQGUDLVLQJ WKDW FRPSDQLHV KDYH XVHG WR

UDLVH PRQH\ DV D EDVH IRU D QHZ DSSOLFDWLRQ RU VHUYLFH� KRZHYHU� WKHUH KDV
EHHQ D JURZLQJ FRQFHUQ RI IUDXGXOHQW EHKDYLRU� 6HH LQIUD 3DUW ,�&�

�� /RL /XX� :LWK %ORFNFKDLQ� .QRZLQJ <RXU &XVWRPHU LV 0RUH ,PSRUWDQW
7KDQ (YHU� )25%(6 �0D\ ��� ����� ����� $0�� KWWSV���ZZZ�IRUEHV�FRP�VLWHV�
OXXORL������������ZLWK�EORFNFKDLQ�NQRZLQJ�\RXU�FXVWRPHU�LV�PRUH�LPSRUWDQW�
WKDQ�HYHU��������E����F�

�� ,G�

:
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TXLUHV FU\SWRFXUUHQF\ FRPSDQLHV WR XQGHUJR ULJRURXV LQLWLDO
YHWWLQJ SURFHVVHV IRU QHZ FXVWRPHUV ZLWK FRQWLQXRXV IROORZ�XS
PRQLWRULQJ�� 2Q WKH RWKHU KDQG� .<& FDQ EH LQFUHGLEO\ FRVWO\
DQG RIWHQ UHTXLUHV FRPSDQLHV WR UHSRUW VXVSLFLRXV DFWLYLW\ WR
JRYHUQPHQWDO DXWKRULWLHV�� 'DWLQJ EDFN WR WKH ����V DQG WKH
HQDFWPHQW RI WKH %DQN 6HFUHF\ $FW �%6$��� LQ WKH 8QLWHG
6WDWHV �86�� EXUGHQVRPH .<& SURWRFROV KDYH OHG EDQNV WR GHQ\
ILQDQFLQJ WR FRPSDQLHV EHFDXVH RI WKH FRVW RI .<&� LQKLELWLQJ
LQQRYDWLRQ��� 1HYHUWKHOHVV� .<& FDQ EH HIILFLHQW XVLQJ WKH
%ORFNFKDLQ WHFKQRORJ\ WKDW KDV FRXQWULHV DURXQG WKH ZRUOG UDF�
LQJ WR UHJXODWH DQG LQWHJUDWH���
6WDWHV KDYH GLIIHUHG LQ WKHLU DSSURDFKHV WR UHJXODWLQJ WKH

KLJKO\ WHFKQLFDO DQG DGYDQFHG FU\SWRFXUUHQF\ PDUNHWSODFH�
&KLQD KDV WDNHQ WKH H[WUHPH DSSURDFK RI D WRWDO EDQ RQ ,&2V���
UHVXOWLQJ LQ WKH EORFNLQJ RI PRUH WKDQ ��� RIIVKRUH FU\SWRFXU�
UHQF\ H[FKDQJHV DV RI ODWH ������� ZKHUHDV FRXQWULHV VXFK DV
6ZLW]HUODQG KDYH LPSOHPHQWHG JXLGHOLQHV HPEUDFLQJ WKH FU\S�
WRFXUUHQF\ FXOWXUH DQG FUHDWLQJ D VDIH KDYHQ IRU FU\SWRFXUUHQF\

�� ,G�
�� (GHQ <DJR� 7KHUH·V D %LJJHU 6FDP WKHQ $Q\WKLQJ LQ &U\SWR� ,W·V &DOOHG

.<&�$0/� &2,1'(6. �-XO\ ��� ������ KWWSV���ZZZ�FRLQGHVN�FRP�WKHUHV�D�
ELJJHU�VFDP�WKDQ�DQ\WKLQJ�LQ�FU\SWR�LWV�FDOOHG�N\F�DPO��
��� 6HH %DQN 6HFUHF\ $FW� �� 8�6�&� �� ����²���� ������� VHH DOVR %DQN

6HFUHF\ $FW DQG $QWL�0RQH\ /DXQGHULQJ� )',&� KWWSV���ZZZ�IGLF�JRY�UHJXO
DWLRQV�H[DPLQDWLRQV�EVD�VRXUFHV��KWPO
�ODVW YLVLWHG -DQ� ��� ����� �DXWKRUL]LQJ WKH 6HFUHWDU\ RI WKH 7UHDVXU\ WR UH�
TXLUH RUJDQL]DWLRQV FRQVLGHUHG WR EH ILQDQFLDO LQVWLWXWLRQV WR NHHS UHFRUGV DQG
ILOH FHUWDLQ UHSRUWV WKDW WKH 6HFUHWDU\ RI WKH 7UHDVXU\ GHHPV WR KDYH D ´KLJK
GHJUHH RI XVHIXOQHVV LQ FULPLQDO� WD[� RU UHJXODWRU\ LQYHVWLJDWLRQV RU SURFHHG�
LQJV� RU LQ WKH FRQGXFW RI LQWHOOLJHQFH RU FRXQWHULQWHOOLJHQFH DFWLYLWLHV� WR SUR�
WHFW DJDLQVW LQWHUQDWLRQDO WHUURULVPµ��
��� <DJR� VXSUD QRWH �� �´>7@KH %DQN 6HFUHF\ $FW� ZKLFK ZHDSRQL]HG EDQN�

LQJ DQG ILQDQFLDO LQVWLWXWLRQV� WXUQLQJ WKHP LQWR DQ XQRIILFLDO VHFUHW SROLFH�
)URP WKHQ RQ� DQ\RQH GHDOLQJ LQ ILQDQFH ZDV XQGHU HYHU�VWULFWHU RUGHUV WR
PRQLWRU WKH DFWLYLW\ RI WKHLU FXVWRPHUV� SDVV GHWDLOV RI ´VXVSLFLRXV DFWLYLW\µ WR
WKH DXWKRULWLHV DQG EORFN ILQDQFLDO DFFHVV WR XQGHVLUDEOHV�µ��
��� +RZ %ORFNFKDLQ LV 6ROYLQJ WKH .<&�$0/ 3UREOHPV� %/2&.&+$,1(5=�

KWWS���EORFNFKDLQHU]�FRP�KRZ�EORFNFKDLQ�LV�VROYLQJ�WKH�N\F�DPO�SUREOHPV�
�ODVW YLVLWHG -DQ� ��� ������
��� $OL 5D]D� $QDO\]LQJ &KLQD·V 8OWLPDWH %DQ 2Q $OO &U\SWR DQG ,&2

:HEVLWHV� &5<3726/$7( �)HE� �� ������ KWWSV���FU\SWRVODWH�FRP�DQDO\]LQJ�
FKLQDV�XOWLPDWH�EDQ�FU\SWR�LFR�ZHEVLWHV��
��� 9LFWRU 7DQJHUPDQQ� &KLQD LV 6HULRXV $ERXW &UDFNLQJ 'RZQ RQ &U\SWR�

FXUUHQF\� )8785,60 �$XJ� ��� ������ KWWSV���IXWXULVP�FRP�WKH�E\WH�FKLQHVH�
FU\SWRFXUUHQF\�FUDFNGRZQ�



����@ 5HJXODWLQJ &U\SWRFXUUHQFLHV ���

FRPSDQLHV��� 7KHVH VR�FDOOHG VDIH KDYHQ FRXQWULHV KDYH KDG
WKHLU IDLU VKDUH RI NLFNEDFNV DV PDQ\ FU\SWRFXUUHQF\ H[FKDQJHV
FDQQRW JHW WKH QHFHVVDU\ ILQDQFLQJ IURP EDQNV� DQ LVVXH 6ZLW�
]HUODQG KDV IDFHG���
7KLV 1RWH ZLOO IRFXV RQ WKH GLIIHUHQW UHJXODWRU\ VWUDWHJLHV

WKDW FRXQWULHV VXFK DV 6ZLW]HUODQG� WKH 8QLWHG 6WDWHV� DQG
&KLQD KDYH LPSOHPHQWHG WR NHHS SDFH ZLWK WKH XQSUHGLFWDEOH
\HW KLJKO\ VRSKLVWLFDWHG FU\SWRFXUUHQF\ PDUNHWSODFH� 7KLV
FRPSDUDWLYH DVVHVVPHQW ZLOO XOWLPDWHO\ DQDO\]H WKH FKDOOHQJHV
PDQ\ VWDWHV FXUUHQWO\ IDFH UHJDUGLQJ WKH UHJXODWLRQ RI WKH
PDUNHWSODFH� DV ZHOO DV WKH VXFFHVVHV FRXQWULHV KDYH H[SHUL�
HQFHG ZLWK WKHLU UHJXODWRU\ VFKHPHV� 8OWLPDWHO\� WKLV 1RWH ZLOO
DUJXH WKDW VHOI�UHJXODWRU\ RUJDQL]DWLRQV �652V� RIIHU WKH PRVW
HIIHFWLYH UHJXODWRU\ VFKHPH IRU WKH FU\SWRFXUUHQF\ PDUNHW�
ZLWK PLQLPDO JRYHUQPHQW LQWHUYHQWLRQ�
3DUW , RI WKLV 1RWH ZLOO IRFXV RQ WKH KLVWRU\ RI WKH FU\SWRFXU�

UHQF\ H[FKDQJH� ZKDW DQ ,&2 LV� DQG WKH LPSRUWDQFH RI %ORFN�
FKDLQ WHFKQRORJ\ IRU WKH H[FKDQJH DQG WKH IXWXUH RI WKH LQGXV�
WULDO ZRUOG� 3DUW ,, ZLOO DGGUHVV WKH FRQFHUQV PDQ\ JRYHUQ�
PHQWV DUH WU\LQJ WR WDFNOH E\ LPSOHPHQWLQJ UHJXODWLRQV RQ WKH
FU\SWRFXUUHQF\ H[FKDQJH� 3DUW ,,, ZLOO IRFXV RQ KRZ SDVW SUDF�
WLFHV� VXFK DV .<&� PD\ EH HQKDQFHG ZLWK WKH XVH RI %ORFN�
FKDLQ WHFKQRORJ\� DQG ZK\ LW LV VR LPSRUWDQW IRU FRPSDQLHV WR
LPSOHPHQW WKHVH IXQGDPHQWDO SUDFWLFHV LQ FRQMXQFWLRQ ZLWK D
JURZLQJ DQG VRSKLVWLFDWHG WHFKQRORJ\ VXFK DV %ORFNFKDLQ� 3DUW
,9 ZLOO SUHVHQW D WKRURXJK FRPSDUDWLYH DQDO\VLV RI D VHOHFW
JURXS RI FRXQWULHV DURXQG WKH ZRUOG� DGGUHVVLQJ ERWK KRZ WKHVH
FRXQWULHV KDYH IDLOHG DQG VXFFHHGHG DW WKH XOWLPDWH JRDO RI FUH�
DWLQJ D UHJXODWRU\ VFKHPH WKDW DYRLGV LQKLELWLQJ WKH JURZWK RI
WKH FU\SWRFXUUHQF\ PDUNHWSODFH� )LQDOO\� 3DUW 9 ZLOO DQDO\]H
WKH VXFFHVVHV DQG VHWEDFNV RI WKH )LQDQFLDO ,QGXVWU\ 5HJXODWR�
U\ $XWKRULW\ �),15$�� D VHOI�UHJXODWLQJ LQVWLWXWLRQ RI WKH VWRFN
H[FKDQJH LQ WKH 8QLWHG 6WDWHV� DQG KRZ JRYHUQPHQWV DURXQG
WKH ZRUOG VKRXOG FRQVLGHU DQ LQGXVWU\ VHOI�UHJXODWRU\ VFKHPH

��� 5LFDUGR (VWHYHV� 6ZLW]HUODQG 5LVNV /RVLQJ &U\SWRFXUUHQF\ +DYHQ 6WD�
WXV 2YHU ,QFUHDVLQJ 5HJXODWLRQ� 1(:6 %7& �$SULO ��� ����� ���� $0��
KWWSV���ZZZ�QHZVEWF�FRP������������VZLW]HUODQG�ULVNV�ORVLQJ�FU\SWRFXUUHQF\�
KDYHQ�VWDWXV�LQFUHDVLQJ�UHJXODWLRQ��
��� $QQD ,UUHUD 	 %UHQQD +XJKHV 1HJKDLZL� 6ZLW]HUODQG 6HHNV WR 5HJDLQ

&U\SWRFXUUHQF\ &URZQ� 5(87(56 �-XO\ ��� ����� ���� $0�� KWWSV���ZZZ�
UHXWHUV�FRP�DUWLFOH�XV�FU\SWRFXUUHQFLHV�EDQNLQJ�VZLW]HUODQG�VZLW]HUODQG�
VHHNV�WR�UHJDLQ�FU\SWRFXUUHQF\�FURZQ�LG86.%1�.��$<�
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ZKHQ UHJXODWLQJ WKH FU\SWRFXUUHQF\ H[FKDQJH LQ WKHLU UHVSHF�
WLYH MXULVGLFWLRQV� $W WKH FRQFOXVLRQ RI WKLV FRPSDUDWLYH DQDO\�
VLV� WKHUH ZLOO EH D GLVFXVVLRQ UHJDUGLQJ KRZ 652V FDQ EH WKH
KHDOWK\ PHGLDQ EHWZHHQ FHQWUDOL]HG JRYHUQPHQWDO FRQWURO DQG
D GHFHQWUDOL]HG UHJXODWRU\ DJHQF\� 7KLV DSSURDFK KDV WKH SR�
WHQWLDO WR EH HPEUDFHG E\ PDQ\ VWDWHV DURXQG WKH ZRUOG ZLWK�
RXW IHDU RI LQKLELWLQJ WKH JURZWK RI D PDUNHW WKDW PD\ EH WKH
IXWXUH RI WKH ILQDQFLDO ZRUOG�

,� 7+( +,6725< $1' ,1129$7,21 %(+,1' 7+(
&5<372&855(1&< (;&+$1*(
,Q RUGHU WR IXOO\ XQGHUVWDQG FU\SWRFXUUHQF\ DQG LWV XQGHUO\�

LQJ WHFKQRORJ\� %ORFNFKDLQ� LW LV LPSRUWDQW WR XQGHUVWDQG WKH
KLVWRULHV RI ERWK� 7KLV EURDGHU KLVWRULFDO XQGHUVWDQGLQJ RI WKH
LQGXVWU\ LV HVVHQWLDO WR JUDVSLQJ VRPH RI WKH PRUH FRPSOH[ DQG
QXDQFHG DVSHFWV LQYROYHG LQ UHJXODWLQJ FU\SWRFXUUHQFLHV�

$� :KDW LV %ORFNFKDLQ 7HFKQRORJ\"
%ORFNFKDLQ LV D GHFHQWUDOL]HG SXEOLFO\ GLVWULEXWHG OHGJHU WKDW

RIIHUV D XQLTXH SODWIRUP IRU FXVWRPHUV WR WUDQVDFW ZLWK RQH DQ�
RWKHU RQ D WUXVW EXLOGLQJ SHHU�WR�SHHU QHWZRUN��� 7KH QHWZRUN
DOORZV IRU LWV XVHUV WR FRQILUP WUDQVDFWLRQV DQG YHULI\ WKH YDOLG�
LW\ RI VDLG WUDQVDFWLRQV RQ WKH ´FKDLQ�µ�� 7KLV YDOLGDWLRQ SURFHVV
LV NQRZQ DV ´SURRI�RI�ZRUN�µ D GLUHFW FRQVHTXHQFH RI WKH SURFHVV
RI ´PLQLQJ�µ�� 7KLV DOORZV XVHUV WR UDFH WR FRPSOHWH D WUDQVDF�
WLRQ E\ FDOFXODWLQJ DQ DOJRULWKP WKDW LV WKHQ VKDUHG RQ WKH
FKDLQ DQG YDOLGDWHG E\ WKH RWKHU XVHUV LQ H[FKDQJH IRU D UH�

��� 'DYLG (� )LDONRZ� (GZDUG -� 0LNROLQVNL 	 -DFN 6� %URGVN\� &U\SWR�
FXUUHQF\ ����� :KHQ WKH ODZ FDWFKHV XS ZLWK JDPH�FKDQJLQJ WHFKQRORJ\� .	/
*$7(6 �-DQ� ��� ������ KWWS���ZZZ�NOJDWHV�FRP�FU\SWRFXUUHQF\������ZKHQ�WKH
�ODZ�FDWFKHV�XS�ZLWK�JDPH�FKDQJLQJ�WHFKQRORJ\�������������
��� 52%,1 +28%(1 	 $/(;$1'(5 61<(56� &5<372&855(1&,(6 $1'

%/2&.&+$,1� /(*$/ &217(;7 $1' ,03/,&$7,216 )25 ),1$1&,$/ &5,0(� 021(<
/$81'(5,1* $1' 7$; (9$6,21 ��²�� �������
KWWS���ZZZ�HXURSDUO�HXURSD�HX�FPVGDWD��������7$;����6WXG\���RQ���FU
\SWRFXUUHQFLHV���DQG���EORFNFKDLQ�SGI �D PLQHU LV RQH ZKR XVHV WKH SHHU�
WR�SHHU IXQFWLRQ WR YDOLGDWH WKHLU RZQ RU RWKHU·V ´FU\SWRJUDSKLF SX]]OH�µ 7KLV
YDOLGDWLRQ SURFHVV LV NQRZQ DV SURRI�RI�ZRUN� 0LQLQJ UHTXLUHV FRPSXWLQJ
SRZHU� DQG WKH PRUH FRPSXWLQJ SRZHU RQH KDV� WKH PRUH FRLQV RQH FDQ
PLQH��� VHH JHQHUDOO\ &KULVWLDQ &DWDOLQL 	 -RVKXD *DQV� 6RPH 6LPSOH (FR�
QRPLFV RI WKH %ORFNFKDLQ �1%(5 :RUNLQJ 3DSHU ������ UHYLVHG -XQH ������
DYDLODEOH DW KWWS���ZZZ�QEHU�RUJ�SDSHUV�Z������
��� ,G�
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ZDUG� D FRLQ��� :KDW KDV WUDGLWLRQDOO\ EHHQ UHFRUGHG E\ EDQNV
LQ D FHQWUDOL]HG PDQQHU FDQ QRZ EH FRPSOHWHO\ GHFHQWUDOL]HG
DQG VSUHDG RYHU D QHWZRUN RI XQOLPLWHG XVHUV ZKR KDYH DFFHVV
WR DOO WKH LQIRUPDWLRQ RQ WKH FKDLQ��� 7KLV LV ZK\ %ORFNFKDLQ
WHFKQRORJ\ KDV EURXJKW ´JUHDWHU WUDQVSDUHQF\� HQKDQFHG VHFX�
ULW\� LPSURYHG WUDFHDELOLW\� LQFUHDVHG HIILFLHQF\ � � � DQG UHGXFHG
FRVWV�µ��
'HYHORSHUV� FRPSDQLHV� DQG JRYHUQPHQWV KDYH UHFRJQL]HG

WKDW %ORFNFKDLQ LV WKH IXWXUH RI GDWD VWRUDJH� DQG LQGXVWULHV
OLNH KHDOWKFDUH DUH EHJLQQLQJ WR LPSOHPHQW WKLV WHFKQRORJ\ WR
VWRUH SDWLHQW GDWD RQ LWV VHFXUH QHWZRUN RI LQIRUPDWLRQ� �� 2WKHU
LQGXVWULHV DUH DOVR EHQHILWLQJ� IRU H[DPSOH� :DOPDUW LPSOH�
PHQWHG %ORFNFKDLQ WHFKQRORJ\ ZKHQ LW WUDFNHG VOLFHG PDQJRV
IURP IDUP WR VKHOI LQ DQ HIIRUW WR PRQLWRU (� &ROL� UHVXOWLQJ LQ D
UHGXFWLRQ LQ WUDFNLQJ WLPH IURP ´� GD\V WR ��� VHFRQGV�µ�� 7KH
XVH RI %ORFNFKDLQ WHFKQRORJ\ LQ DUHDV RWKHU WKDQ FU\SWRFXUUHQ�
F\ LV LPSRUWDQW WR NHHS LQ PLQG GXULQJ D WLPH ZKHQ JRYHUQ�
PHQWV DUH EHJLQQLQJ WR UHJXODWH GLJLWDO FXUUHQFLHV� %ORFNFKDLQ
VKRXOG QRW EH KLQGHUHG E\ LWV DVVRFLDWLRQ ZLWK FU\SWRFXUUHQF\�
DQG JRYHUQPHQWV PXVW EH FDXWLRXV WR VHSDUDWH WKH WZR JLYHQ
WKH SRWHQWLDO %ORFNFKDLQ FDQ KDYH RQ DOO PDUNHWV DQG LQGXV�
WULHV�

%� :KDW GRHV 'HFHQWUDOL]DWLRQ 0HDQ� DQG LV LW &DXVH IRU &RQ�
FHUQ"
%ORFNFKDLQ XVHV D GHFHQWUDOL]HG PHWKRG RI WUDQVDFWLRQV��� 'H�

FHQWUDOL]DWLRQ FDQ EH GHILQHG DV WUDQVDFWLRQV JRLQJ GLUHFWO\
IURP SHHU WR SHHU ZLWKRXW WKH QHHG IRU D WKLUG�SDUW\ WR EXLOG
WUXVW DQG FRQQHFW WZR SRWHQWLDO WUDQVDFWLQJ SDUWLHV��� 7KLV
WKLUG SDUW\ LV PRVW FRPPRQO\ D EDQN� EURNHU� RU ODZ\HU ZKR
DFWV DV D ´PLGGOHPDQµ EHWZHHQ WKH WZR SDUWLHV��� %ORFNFKDLQ
WHFKQRORJ\ LV DERXW GHFHQWUDOL]LQJ WKLV ´PLGGOHPDQ�µ DOORZLQJ

��� 3$8/6(1� VXSUD QRWH �� DW ���
��� ,G�
��� 0DWWKHZ +RRSHU� 7RS )LYH %ORFNFKDLQ EHQHILWV 7UDQVIRUPLQJ <RXU

,QGXVWU\� ,%0 �)HE� ��� ������ KWWSV���ZZZ�LEP�FRP�EORJV�EORFNFKDLQ������
���WRS�ILYH�EORFNFKDLQ�EHQHILWV�WUDQVIRUPLQJ�\RXU�LQGXVWU\��
��� 3$8/6(1� VXSUD QRWH �� DW ����
��� ,G� DW ����
��� ,G�
��� +28%(1 	 61<(5� VXSUD QRWH ��� DW ���
��� ,G�
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LQGLYLGXDOV ZKR WUDQVDFW XVLQJ WKH %ORFNFKDLQ WR EXLOG D WUXVW
QHWZRUN DPRQJ WKHPVHOYHV ZLWKRXW JRLQJ WKURXJK D FHQWUDO�
L]HG YHULILFDWLRQ SURFHVV� VXFK DV WKH EDQN��� 7KLV WHFKQRORJ\
KDV EHQHILWHG HYHU\ LQGXVWU\ E\ FXWWLQJ WKH FRVWV RI WUDQVDFWLRQ
IHHV FKDUJHG E\ WKHVH WKLUG SDUW\ LQWHUPHGLDULHV� DQG LW ZLOO
OLNHO\ FRQWLQXH WR GR VR��� ,PSRUWDQWO\� WKLV W\SH RI GLVWULEXWHG
OHGJHU WHFKQRORJ\ DGGV VWDELOLW\ E\ UHGXFLQJ WKH ULVN RI D VLQJOH
SRLQW RI IDLOXUH� ZKLFK ´LV GHILQHG DV DQ\ SRLQW LQ D V\VWHP�
ZKHWKHU D VHUYLFH� DFWLYLW\� RU SURFHVV� WKDW� LI LW IDLOHG WR ZRUN
FRUUHFWO\� ZRXOG OHDG WR D IDLOXUH RI WKH HQWLUH V\VWHP�µ��
+RZHYHU� WKHUH LV FDXVH IRU FRQFHUQ UHJDUGLQJ WKH ULVN WKDW D

GHFHQWUDOL]HG SODWIRUP SRVHV��� 7KH OHGJHU WKDW %ORFNFKDLQ
WHFKQRORJ\ FUHDWHV FDQ EH IXOO\ RSHQ WR WKH SXEOLF� WKXV FUHDWLQJ
PDQ\ PRUH SRLQWV RI HQWU\� LQFUHDVLQJ WKH ULVN RI PDOLFLRXV DF�
WLYLW\� DQG SRWHQWLDOO\ FRPSURPLVLQJ WKH ´FRQILGHQWLDOLW\ DQG
LQWHJULW\µ RI WKH %ORFNFKDLQ OHGJHU��� )XUWKHU� WUDGLWLRQDO WKLUG
SDUW\ LQWHUPHGLDULHV� ZKLFK EXLOG D WUXVWZRUWK\ FRQQHFWLRQ EH�
WZHHQ WZR RU PRUH WUDQVDFWLQJ SDUWLHV� PDQDJH FHUWDLQ ULVNV
WKDW D GHFHQWUDOL]HG SODWIRUP PD\ QRW EH DEOH WR PDQDJH��� )RU
H[DPSOH� LQ D ���� UHSRUW� WKH %DQN RI ,QWHUQDWLRQDO 6HWWOH�
PHQWV �%,6� ZDUQHG WKDW D GHFHQWUDOL]HG %ORFNFKDLQ PD\ LQ�
FUHDVH WKH VXVFHSWLELOLW\ WR QHZ OLTXLGLW\ ULVNV���
1RZ WKDW DQ XQGHUVWDQGLQJ KDV EHHQ HVWDEOLVKHG ZLWK UHJDUG

WR VRPH RI WKH EHKLQG WKH VFHQHV HOHPHQWV RI FU\SWRFXUUHQFLHV�
DV ZHOO DV WKH DGYDQWDJHV WR %ORFNFKDLQ·V GHFHQWUDOL]HG QDWXUH�
LW LV LPSRUWDQW WR DGG VRPH EDFNJURXQG UHJDUGLQJ WKH ULVH RI
%LWFRLQ DQG ULYDO FU\SWRFXUUHQFLHV WKDW SDYHG WKH ZD\ IRU WKH
LQGXVWU\�

&� %LWFRLQ DQG WKH 5LVH RI 5LYDO &U\SWRFXUUHQFLHV
$OWKRXJK %LWFRLQ ZDV WKH ILUVW WUDGHG FU\SWRFXUUHQF\ WR KLW

WKH GLJLWDO FXUUHQF\ ZRUOG LQ ����� WKH QRWLRQ RI DQ RQOLQH FXU�

��� ,G�
��� ,G�
��� &+$,50$1 %(12,7 &2(85(� %$1. )25 ,17(51$7,21$/ 6(77/(0(176�

&200,77(( 21 3$<0(176 $1' 0$5.(7 ,1)5$6758&785(� ',675,%87(' /('*(5
7(&+12/2*< ,1 3$<0(17� &/($5,1* $1' 6(77/(0(17 �� ������� KWWSV���ZZZ�
ELV�RUJ�FSPL�SXEO�G����SGI�
��� +28%(1 	 61<(5� VXSUD QRWH ��� DW ���
��� &2(85(� VXSUD QRWH ���
��� +28%(1 	 61<(5� VXSUD QRWH ���
��� ,G� DW ���
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UHQF\ DFFRPSDQLHG E\ D VHFXUH HQFU\SWHG OHGJHU ZDV QR QRYHO
LGHD��� 'DWLQJ EDFN WR ����� D PDQ E\ WKH QDPH :HL 'DL SXE�
OLVKHG D GHVFULSWLRQ RI ZKDW KH FDOOHG ´%�PRQH\�µ�� ZKLFK ZDV
LQWHQGHG WR EH DQ DQRQ\PRXV V\VWHP RI HOHFWURQLF FDVK GLVWUL�
EXWLRQ��� $URXQG WKLV WLPH� 1LFN 6]DER� D 8QLYHUVLW\ RI :DVK�
LQJWRQ FU\SWRJUDSKHU� FUHDWHG ´%LW *ROG�µ�� %LW *ROG ZDV DQ
HOHFWURQLF FXUUHQF\ V\VWHP WKDW LQFRUSRUDWHG WKH SURRI�RI�ZRUN
V\VWHP FRPPRQO\ IRXQG LQ FU\SWRFXUUHQFLHV WRGD\� D SURFHVV
%LWFRLQ LV NQRZQ IRU H[SDQGLQJ��� %LWFRLQ DQG RWKHU FU\SWRFXU�
UHQFLHV WKDW XVH WKLV SURRI�RI�ZRUN V\VWHP HQVXUH WKDW WKH XV�
HUV RQ WKH %ORFNFKDLQ DUH LQYROYHG IRU WKH ULJKW UHDVRQV DQG QRW
WKHUH WR VDERWDJH WKH V\VWHP� KRZHYHU� SURRI�RI�ZRUN V\VWHPV
DUH VXVFHSWLEOH WR D IRUP RI GHQLDO RI VHUYLFH DWWDFN���

��� %HUQDUG 0DUU� $ 6KRUW +LVWRU\ RI %LWFRLQ DQG &U\SWRFXUUHQF\ (YHU\RQH
6KRXOG 5HDG� )25%(6 �'HF� �� ����� ����� $0�� KWWSV���ZZZ�IRUEHV�FRP�VLWHV�
EHUQDUGPDUU������������D�VKRUW�KLVWRU\�RI�ELWFRLQ�DQG�FU\SWR�FXUUHQF\�
HYHU\RQH�VKRXOG�UHDG���IH���E��I���
��� 6HH :HL 'DL� %�0RQH\ KWWS���ZZZ�ZHLGDL�FRP�EPRQH\�W[W �ODVW YLVLWHG

-DQ� �� ������
VHH DOVR 0RUJHQ (� 3HFN� %LWFRLQ� 7KH &U\SWRDQDUFKLVWV· $QVZHU WR &DVK �0D\
��� ����� ���� 30�� KWWSV���VSHFWUXP�LHHH�RUJ�FRPSXWLQJ�VRIWZDUH�ELWFRLQ�WKH�
FU\SWRDQDUFKLVWV�DQVZHU�WR�FDVK�
��� 'DL� VXSUD QRWH ���
��� 3HFN� VXSUD QRWH ���
��� ,G�
��� (YHQ WKRXJK %LWFRLQ PDLQWDLQV D VWURQJ GHIHQVH DJDLQVW D VLQJOH SRLQW

RI IDLOXUH� WKH SDUWLFLSDWLRQ RI PDMRU SOD\HUV ZLWK D PDMRULW\ RI WKH FRPSXWD�
WLRQDO SRZHU LQ WKH PLQLQJ QHWZRUN EULQJV DERXW D ZKROH QHZ IRUP RI DWWDFN
NQRZQ DV ´GHQLDO RI VHUYLFHµ�

$OWKRXJK %LWFRLQ LV GHFHQWUDOL]HG DQG JHQHUDOO\ KDV QR VLQ�
JOH SRLQW RI IDLOXUH� LW LV QHYHUWKHOHVV VXVFHSWLEOH WR D IRUP RI
GHQLDO RI VHUYLFH DWWDFN� ,QGLYLGXDOV ZLWK D PDMRULW\ RI WKH
FRPSXWDWLRQDO SRZHU LQ WKH %LWFRLQ PLQLQJ QHWZRUN FDQ HI�
IHFWLYHO\ SUHFOXGH DQ\ WUDQVDFWLRQ IURP EHLQJ SURFHVVHG�
6XFK D VXVWDLQHG DWWDFN PLJKW VLJQLILFDQWO\ GHSUHVV WKH H[�
FKDQJH UDWH DQG OHDG WR D FROODSVH RI FRQILGHQFH� 2EWDLQLQJ
WKH QHFHVVDU\ FRPSXWDWLRQDO SRZHU LV HDV\� EXW H[SHQVLYH�
$OWKRXJK VRPH TXHVWLRQ ZK\ DQ\RQH ZRXOG GR VXFK D WKLQJ�
VHYHUDO SDUWLHV PLJKW KDYH VXIILFLHQW LQWHUHVW� JRYHUQPHQWV
ZKR ZDQW WR VKXW %LWFRLQ GRZQ� LQGLYLGXDOV ZLWK IXWXUH OLD�
ELOLWLHV LQ ELWFRLQV� RU KDFNHUV ZKR ZDQW WR EODFNPDLO D
EXVLQHVV WKDW UHOLHV RQ ELWFRLQV�

5HXEHQ *ULQEHUJ� %LWFRLQ� $Q ,QQRYDWLYH $OWHUQDWLYH 'LJLWDO &XUUHQF\� �
+$67,1*6 6&,� 	 7(&+� /�-� ���� ���²�� �������
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$ JURXS RI SURJUDPPHUV RSHUDWLQJ XQGHU WKH SVHXGRQ\P
6DWRVKL 1DNDPRWR�� ODXQFKHG %LWFRLQ LQ ���� XVLQJ WKH %ORFN�
FKDLQ SHHU�WR�SHHU SODWIRUP��� $V RI -DQXDU\ ����� WKHUH DUH
RYHU �� PLOOLRQ %LWFRLQV LQ FLUFXODWLRQ DW D YDOXH RI ���������
SHU FRLQ DQG D WRWDO PDUNHW FDS RI PRUH WKDQ ���� ELOOLRQ��� ,Q�
WHUHVWLQJO\� VLQFH %LWFRLQ ZDV RQO\ PLQHG SULRU WR ����� WKHUH
ZDV QR PRQHWDU\ YDOXH SODFHG RQ %LWFRLQ��� ,Q ����� VRPHRQH
GHFLGHG WR WUDGH ������ %LWFRLQ IRU WZR SL]]D SLHV��� ,Q 'HFHP�
EHU RI ����� ������ %LWFRLQ FRQYHUWHG LQWR 8�6� GROODUV ZRXOG
KDYH EHHQ RYHU ���� PLOOLRQ���
%HJLQQLQJ LQ ����� ´DOWFRLQVµ³RU ULYDO DOWHUQDWLYH FU\SWRFXU�

UHQFLHV³VWDUWHG WR HPHUJH DV QHZV RI GHFHQWUDOL]HG DQG HQ�
FU\SWHG GLJLWDO FXUUHQFLHV EHJDQ WR VSUHDG��� 6RPH ZHOO�NQRZQ
FU\SWRFXUUHQFLHV WKDW DURVH GXULQJ WKLV SHULRG RI WLPH ZHUH
1DPHFRLQ DQG /LWHFRLQ��� WZR FXUUHQFLHV WKDW UDQN LQ WKH WRS
��� FU\SWRFXUUHQFLHV DV RI -DQXDU\ ����� ZLWK /LWHFRLQ VLWWLQJ
DW QXPEHU VHYHQ DQG 1DPHFRLQ VLWWLQJ DW ������ &XUUHQWO\�
WKHUH DUH RYHU ����� FU\SWRFXUUHQFLHV DFFRUGLQJ WR &RLQ0DU�
NHW&DS�FRP��� ZLWK PRUH DSSHDULQJ RQ D IUHTXHQW EDVLV���
*LYHQ WKH DQRQ\PRXV QDWXUH RI %LWFRLQ DQG DOWFRLQV� WKH LQ�

GXVWU\ KDV DWWUDFWHG VXEVWDQWLDO FULPLQDO DFWLYLW\��� ,Q �����
0W� *R[� WKH ZRUOG·V ODUJHVW %LWFRLQ H[FKDQJH ORFDWHG LQ -DSDQ�
ZHQW RIIOLQH DQG ������� %LWFRLQV GLVDSSHDUHG� OHDYLQJ RZQHUV

��� -RVH $OYDUH]� :KR LV 6DWRVKL 1DNDPRWR� :H /RRN DW WKH 3RVVLEOH &DQ�
GLGDWHV� %/2&.2120, �'HF� �� ������ KWWSV���EORFNRQRPL�FRP�ZKR�LV�VDWRVKL�
QDNDPRWR�� 6SHFXODWLRQ DERXW WKH LGHQWLW\ RI 1DNDPRWR KDV PRVWO\ IRFXVHG
RQ VHYHUDO FU\SWRJUDSK\ DQG FRPSXWHU VFLHQFH H[SHUWV RI QRQ�-DSDQHVH GH�
VFHQW OLYLQJ LQ WKH 8QLWHG 6WDWHV RU (XURSH� ,G� 7KH ODVW NQRZQ FRPPXQLFD�
WLRQ ZLWK 1DNDPRWR ZDV LQ ����� ZKHQ 1DNDPRWR WROG D VRIWZDUH GHYHORSHU�
´,·YH PRYHG RQ WR RWKHU WKLQJV�µ ,G� 1DNDPRWR LV EHOLHYHG WR RZQ XS WR URXJK�
O\ RQH PLOOLRQ %LWFRLQV� ,G�
��� 0DUU� VXSUD QRWH ���
��� $OO &U\SWRFXUUHQFLHV� &2,10$5.(7&$3� KWWSV���FRLQPDUNHWFDS�FRP�DOO�

YLHZV�DOO� �ODVW YLVLWHG -DQ� ��� ������
��� 0DUU� VXSUD QRWH ���
��� ,G�
��� ,G�� VHH DOVR $OO &U\SWRFXUUHQFLHV� VXSUD QRWH �� �H[SODLQLQJ WKDW DV RI

-DQXDU\ ����� ������ %LWFRLQ ZRXOG EH ZRUWK RYHU �� PLOOLRQ GROODUV��
��� 0DUU� VXSUD QRWH ���
��� ,G�
��� $OO &U\SWRFXUUHQFLHV� VXSUD QRWH ���
��� ,G�
��� 0DUU� VXSUD QRWH ���
��� ,G�
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ZLWK QR UHFRXUVH WR UHWULHYH WKHLU ORVW LQYHVWPHQWV��� 7RGD\�
WKHVH ORVW %LWFRLQV ZRXOG EH YDOXHG DW DSSUR[LPDWHO\ ���� ELO�
OLRQ���
,Q ����� ZLWK WKH LQWURGXFWLRQ RI (WKHUHXP�� DQG LWV DFFRP�

SDQ\LQJ FXUUHQF\ (WKHU� %LWFRLQ KDG D QHZ FRPSHWLWRU���
(WKHUHXP XVHV DQ DOWHUQDWLYH %ORFNFKDLQ SODWIRUP VLPLODU WR
WKH RQH %LWFRLQ DQG RWKHU FU\SWRFXUUHQFLHV XVH ZLWK DQ DGGHG
FRQFHSW RI VPDUW FRQWUDFWV��� :LWK WKH HPHUJHQFH RI (WKHUHXP

��� ,G�� 0W� *R[ DQG VLPLODU WKHIWV ZLOO EH GLVFXVVHG ODWHU LQ WKLV QRWH� 6HH
LQIUD 3DUW ,,�%�
��� $OO &U\SWRFXUUHQFLHV� VXSUD QRWH ��� %LWFRLQ� DV RI -DQXDU\ ����� LV

ZRUWK ���������� ��������� PXOWLSOLHG E\ ������� FRPHV RXW WR DSSUR[LPDWHO\
���� ELOOLRQ GROODUV�
��� (WKHUHXP LV WKH ZRUOG·V OHDGLQJ SURJUDPDEOH EORFNFKDLQ DQG KDV DQ

DFFRPSDQ\LQJ FRLQ FDOOHG (WKHU �(7+��

>VLPLODU WR %LWFRLQ@� LW LV SXUHO\ GLJLWDO� DQG FDQ EH VHQW WR
DQ\RQH DQ\ZKHUH LQ WKH ZRUOG LQVWDQWO\� 7KH VXSSO\ RI (7+
LVQ·W FRQWUROOHG E\ DQ\ JRYHUQPHQW RU FRPSDQ\ � LW LV GHFHQ�
WUDOL]HG� DQG LW LV VFDUFH � � � XQOLNH RWKHU EORFNFKDLQV�
(WKHUHXP FDQ GR PXFK PRUH� (WKHUHXP LV SURJUDPPDEOH�
ZKLFK PHDQV WKDW GHYHORSHUV FDQ XVH LW WR EXLOG QHZ NLQGV
RI DSSOLFDWLRQV� 7KHVH GHFHQWUDOL]HG DSSOLFDWLRQV �RU
´GDSSVµ� � � � FDQ EH WUXVWZRUWK\� PHDQLQJ WKDW RQFH WKH\ DUH
´XSORDGHGµ WR (WKHUHXP� WKH\ ZLOO DOZD\V UXQ DV SUR�
JUDPPHG�

:KDW LV (WKHUHXP"� (7+(5(80� KWWSV���HWKHUHXP�RUJ�ZKDW�LV�HWKHUHXP� �ODVW
XSGDWHG )HE� ��� ������
��� 0DUU� VXSUD QRWH ���
��� ,G� )RU DQ H[SODQDWLRQ RI VPDUW FRQWUDFWV� VHH $PHHU 5RVLF� 6PDUW

&RQWUDFWV� %/2&.*((.6� KWWSV���EORFNJHHNV�FRP�JXLGHV�VPDUW�FRQWUDFWV� �ODVW
YLVLWHG )HE� ��� ����� �´,Q ����� 1LFN 6]DER� D OHJDO VFKRODU>@
DQG FU\SWRJUDSKHU>�@ UHDOL]HG WKDW WKH GHFHQWUDOL]HG OHGJHU FRXOG EH XVHG IRU
VPDUW FRQWUDFWV� � � � ,Q WKLV IRUPDW� FRQWUDFWV FRXOG EH FRQYHUWHG WR FRPSXWHU
FRGH� VWRUHG DQG UHSOLFDWHG RQ WKH V\VWHP DQG VXSHUYLVHG E\ WKH QHWZRUN RI
FRPSXWHUV WKDW UXQ WKH EORFNFKDLQ�µ� 7KLV ZRXOG LQHYLWDEO\ FXW RXW WKH PLG�
GOHPDQ� L�H�� %DQNV�� VHH DOVR� DQ H[DPSOH RI D VPDUW FRQWUDFW IURP ���� -RLQW
(FRQRPLF 5HSRUW�

>,@I HFRQRPLVW $ ZDQWV HFRQRPLVW % WR HGLW KHU SDSHU� HFRQ�
RPLVW % DJUHHV DQG ERWK FUHDWH D VPDUW FRQWUDFW WKDW ZLOO
UHZDUG HFRQRPLVW % ZLWK (FRQR&RLQV >RU WRNHQV@ IURP HFRQ�
RPLVW $·V ZDOOHW XSRQ GHOLYHU\ RI HGLWV� 7KH QHWZRUN ZLOO HQ�
IRUFH WKH FRQWUDFW ZLWKRXW D WKLUG SDUW\� EXW WKH WZR HFRQR�
PLVWV FDQ DOVR EXLOG LQ D SURYLVLRQ WKDW ZRXOG HQOLVW RWKHUV
LQ WKH QHWZRUN WR UHVROYH GLVSXWHV IRU D IHH�
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FDPH WKH ,&2��� 7KHVH RIIHULQJV� VLPLODU WR DQ LQLWLDO SXEOLF RI�
IHULQJ �,32� RI D VWRFN� DUH XVHG WR IXQGUDLVH FDSLWDO IURP LQYHV�
WRUV LQ H[FKDQJH IRU WRNHQV��� 7KLV LV WKH DUHD RI FU\SWRFXUUHQF\
WKDW JRYHUQPHQWV DURXQG WKH ZRUOG DUH UDFLQJ WR UHJXODWH HIIL�
FLHQWO\� :KDW D WRNHQ UHSUHVHQWV GHSHQGV RQ WKH FLUFXPVWDQFHV
RI LWV RIIHULQJ� DQG JRYHUQPHQWV DUH WU\LQJ WR DVVHVV ZKHWKHU
WKHVH WRNHQ RIIHULQJV DUH FXUUHQFLHV� DVVHWV� VHFXULWLHV� FRP�
PRGLWLHV� RU VRPHWKLQJ HOVH HQWLUHO\���

'� :KDW LV DQ ,&2"
$Q ,&2 LV D VWUDWHJ\ IRU GHYHORSHUV WR UDLVH FDSLWDO IRU WKHLU

SURMHFWV��� ,Q RUGHU IRU D FRPSDQ\ WR LQFHQWLYL]H LQYHVWRUV WR
VXSSRUW WKHLU FDXVH� WKHVH FRPSDQLHV RIIHU WRNHQV LQ H[FKDQJH
IRU FDSLWDO RU VHHG PRQH\��� 7KHVH WRNHQV FDQ EH XVHG RQ WKH
FRPSDQ\·V SODWIRUP LQ H[FKDQJH IRU ZKDWHYHU SURGXFW RU VHU�
YLFH WKH FRPSDQ\ LV RIIHULQJ��� )RU H[DPSOH� LI D FRPSDQ\ RIIHU�
LQJ VHUYLFHV IRU VPDOO ´RGG�MREVµ DURXQG WKH KRXVH QHHGV LQ�
YHVWPHQWV WR EXLOG WKHLU FRPSDQ\� WKH\ PD\ SXEOLFL]H DQ ,&2
DQG RIIHU WRNHQV IRU WKHLU VHUYLFHV LQ H[FKDQJH IRU LQYHVWPHQWV�
WKLV SURFHVV LV DOVR FDOOHG D VPDUW FRQWUDFW���
,&2V DUH IDU OHVV H[SHQVLYH WKDQ D WUDGLWLRQDO ,32� DQG WKH\

GR QRW RIIHU HTXLW\ LQ WKH FRPSDQ\ LQ WKH IRUP RI VKDUHV���
3ULFH:DWHUKRXVH&RRSHUV KDV UHVHDUFKHG ,32V DQG WKH FRVWV
DVVRFLDWHG ZLWK WKHP� FRPLQJ WR WKH FRQFOXVLRQ WKDW ,32 XQ�
GHUZULWLQJ DORQH FRVWV WKH LVVXLQJ FRPSDQ\ EHWZHHQ � WR � SHU�
FHQW RI WKH FDSLWDO WKH\ UDLVH WKURXJK WKH ,32��� )XUWKHU� LQ DG�
GLWLRQ WR WKHVH LQLWLDO FRVWV� FRPSDQLHV VSHQG ���� PLOOLRQ RQ
RIIHULQJ FRVWV IRU WKHLU ,32� DV ZHOO DV RQH WR WZR PLOOLRQ GROODUV

3$8/6(1� VXSUD QRWH �� DW ����
��� 0DUU� VXSUD QRWH ���
��� 3$8/6(1� VXSUD QRWH �� DW ���
��� ,G�
��� ,G� DW ���
��� ,G�
��� ,G�
��� ,G� �´:LWK DQ ,&2� WKH FUHDWRUV H[SODLQ WKH FRQFHSW WR SRWHQWLDO XVHUV

DQG RIIHU IRU SXUFKDVH LQLWLDO FRLQV WKDW FDQ EH XVHG LQ WKH QHWZRUN� 3ODWIRUP
XVHUV ZRXOG XWLOL]H WKH FRLQV RQ WKH QHWZRUN WR REWDLQ VHUYLFHV�µ�� VHH DOVR
0DUU� VXSUD QRWH ��� IRU DQRWKHU H[DPSOH RI D VPDUW FRQWUDFW�
��� 3$8/6(1� VXSUD QRWH �� DW ����
��� ,G�� VHH DOVR '(5(. 7+203621� &216,'(5,1* $1 ,32 72 )8(/ <285

&203$1<·6 )8785("� 3:& '($/6 �� ������� KWWSV���ZZZ�SZF�FRP�XV�HQ�GHDOV�
SXEOLFDWLRQV�DVVHWV�FRVW�RI�DQ�LSR�SGI�
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D \HDU PDLQWDLQLQJ WKHLU VWDWXV DV D SXEOLFO\ WUDGHG FRPSDQ\���
,Q FRQWUDVW� ,&2V FRVW D IUDFWLRQ RI WKDW DPRXQW� VLWWLQJ DW DS�
SUR[LPDWHO\ ����������
7KH JURZLQJ QXPEHU RI FU\SWRFXUUHQFLHV� %ORFNFKDLQ·V GHFHQ�

WUDOL]HG SODWIRUP� DQG WKH XQSUHFHGHQWHG ULVH RI ,&2V LQ WKH
LQGXVWU\ KDV OHG WR PDMRU FRQFHUQV UHJDUGLQJ WKH LQGXVWU\ DV D
ZKROH DQG KRZ LW PXVW EH UHJXODWHG� 7KH HQVXLQJ VHFWLRQ ZLOO
GHDO ZLWK VRPH RI WKH PDMRU FRQFHUQV ZLWK WKH FU\SWRFXUUHQF\
PDUNHWSODFH DQG KRZ WKH XVH RI ,&2V FDQ SUHVHQW PDMRU SURE�
OHPV ZKHQ LW FRPHV WR PRQH\ ODXQGHULQJ� WHUURULVW DFWLYLWLHV�
IUDXGXOHQW EHKDYLRU� DQG KDFNLQJ FU\SWRFXUUHQF\ QHWZRUNV�

,,� 75($',1* 21 7+,1 ,&(� 7+( 5,6.6 $662&,$7(' :,7+
&5<372&855(1&,(6
0DQ\ RI WKH FKDUDFWHULVWLFV WKDW PDNH FU\SWRFXUUHQF\ DQG

%ORFNFKDLQ VR XVHIXO IRU JURZLQJ LQGXVWULHV DOVR PDNH LW DS�
SHDOLQJ IRU LOOHJDO DFWLYLW\� %\ IRFXVLQJ RQ WKH DQRQ\PLW\� JORE�
DO UHDFK� VSHHG� ORZ WUDQVDFWLRQ FRVW� DQG HDVH RI XVH RI FU\SWR�
FXUUHQF\ DQG %ORFNFKDLQ� RQH FDQ EHJLQ WR XQGHUVWDQG WKH DS�
SHDO LW KDV WR WKH FULPLQDO ZRUOG���

$� 7KH 7KUHDW RI 7HUURULVP� 0RQH\ /DXQGHULQJ� DQG &ULPLQDO
$FWLYLW\
0RVW FULPLQDOV ZRXOG OLNH WR NHHS WKHLU LGHQWLW\ SULYDWH DQG

WKHUH LV QR EHWWHU ZD\ WKDQ WR WUDQVDFW DQRQ\PRXVO\� *LYHQ
WKDW FU\SWRFXUUHQFLHV DUH UHFRUGHG RQ D OHGJHU XVLQJ %ORFN�
FKDLQ WHFKQRORJ\� ZKLFK GRHV QRW UHTXLUH DQ\ IRUP RI LGHQWLILFD�
WLRQ� ILQDQFLQJ WHUURULVP RU ODXQGHULQJ PRQH\ WR RIIVKRUH DF�
FRXQWV FRXOG QRW EH HDVLHU��� ,Q FRQMXQFWLRQ ZLWK WKH DQRQ\�
PRXV QDWXUH RI FU\SWRFXUUHQF\ WKURXJK WKH %ORFNFKDLQ� WKH
JOREDO UHDFK RI WUDGLQJ WKHVH FU\SWRFXUUHQFLHV DOORZV IRU WKH
FRLQV WR EH WUDQVIHUUHG DQG FRQYHUWHG LQWR ILDW PRQH\� OHDYLQJ D
WUDLO WKDW LV YHU\ KDUG WR WUDFN��� )XUWKHU� WKH VSHHG RI D JLYHQ

��� 3$8/6(1� VXSUD QRWH �� DW ���� VHH DOVR� 7+203621� VXSUD QRWH ���
��� 3$8/6(1� VXSUD QRWH �� DW ����
��� $/$1 %5,// 	 /211,( .((1(� '()(16( $*$,167 7(5525,60 5(9,(:�

&5<372&855(1&,(6� 7+( 1(;7 *(1(5$7,21 2) 7(5525,67 ),1$1&,1* ��²��
������� KWWS���ZZZ�FRHGDW�QDWR�LQW�SXEOLFDWLRQ�GDWU�YROXPHV�GDWU��SGI�
��� ,G�
��� %ULOO DQG .HHQH SURYLGH DQ H[DPSOH RI KRZ WKH WUDGLQJ DQG FRQYHUVLRQ

RI FU\SWRFXUUHQFLHV FDQ PDNH LW YHU\ KDUG IRU DXWKRULWLHV WR WUDFN WUDQVDF�
WLRQV LQ WKH HYHQW WKDW WKHUH LV VXVSLFLRQ RI FULPLQDO DFWLYLW\�
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WUDQVDFWLRQ WKURXJK WKH SHHU�WR�SHHU V\VWHP� ZKLFK NQRFNV RXW
WKH WKLUG�SDUW\ LQWHUPHGLDU\� PDNHV LW HDVLHU WR WUDQVIHU IXQGV
DQG GHFUHDVHV WKH FKDQFH RI D WUDQVDFWLRQ EHLQJ EORFNHG RU
IODJJHG��� ,QWHUHVWLQJO\� EHFDXVH D WUDQVDFWLRQ RQ WKH %ORFN�
FKDLQ FDQQRW EH HUDVHG RU UHYHUVHG� D WUDQVIHU UHPDLQV RQ WKH
OHGJHU LQGHILQLWHO\ DQG IXQGV FDQ RQO\ EH UHWXUQHG E\ FUHDWLQJ D
QHZ WUDQVDFWLRQ��� 7KLV LV DQ LGHDO IRUPDW IRU WKH WUDQVIHUULQJ
RI FULPLQDO IXQGV��� HYHQ LI WKH WUDQVIHURU GRHV QRW NQRZ WKH\
DUH ILQDQFLQJ D FULPLQDO RUJDQL]DWLRQ³SHUKDSV D IUDXGXOHQW
,&2� /DVWO\� WKH HDVH�RI�XVH DQG ORZ WUDQVDFWLRQ FRVWV�� PDNH LW
HDVLHU IRU SHRSOH ZKR GR QRW JHQHUDOO\ VXSSRUW FULPLQDO DFWLYLW\
WR ILQDQFH QHIDULRXV RUJDQL]DWLRQV� VXFK DV WHUURULVW JURXSV OLNH
WKH ,VODPLF 6WDWH���
,W LV LPSRUWDQW WR QRWH WKDW WKHUH DUH VRPH DVSHFWV RI FU\SWR�

FXUUHQF\ WKDW PDNH WKH H[FKDQJH XQDSSHDOLQJ WR FULPLQDOV DQG
WHUURULVW RUJDQL]DWLRQV��� 7KH ODFN RI OLTXLGLW\ DQG YRODWLOH

<RX DOVR ZDQW WKH DELOLW\ WR FDUU\ RXW WUDQVDFWLRQV WKURXJK
WKLUG FRXQWULHV WKDW \RX KDYH OLWWOH RU QR FRQQHFWLRQ ZLWK WR
FRQIRXQG WKRVH WU\LQJ WR LGHQWLI\ \RX RU DW OHDVW LGHQWLI\ WKH
FRXQWU\ IURP ZKLFK \RX DUH RSHUDWLQJ� <RX PD\ SK\VLFDOO\
EH LQ &RXQWU\ $� LQLWLDWH D WUDQVDFWLRQ WKURXJK WKH ,QWHUQHW
WR FRQYHUW WKH QDWLRQDO FXUUHQF\ RI &RXQWU\ % WKURXJK D YLU�
WXDO FXUUHQF\ H[FKDQJH LQ &RXQWU\ &� DQG WUDQVIHU WKH YLU�
WXDO FXUUHQF\ WR D ZDOOHW LQ &RXQWU\ '� 7KH YLUWXDO FXUUHQF\
FRXOG EH WUDQVIHUUHG �SRVVLEO\ WKURXJK LQWHUPHGLDU\ VWHSV�
WR WKH XOWLPDWH UHFHLYHU·V ZDOOHW LQ &RXQWU\ (� 7KH\ PLJKW
JR WKURXJK DQ H[FKDQJH LQ &RXQWU\ ) DQG FRQYHUW WR WKH
FXUUHQF\ RI &RXQWU\ *� <RX PLJKW DOVR FKRRVH WR GHDO ZLWK
YLUWXDO FXUUHQF\ FRPSDQLHV ORFDWHG LQ FRXQWULHV WKDW DUH SR�
OLWLFDOO\ KRVWLOH WR FRXQWULHV ZKLFK \RX IHDU PD\ EH VHHNLQJ
\RXU DUUHVW�

,G� DW ���
��� ,G�
��� ,%0� :+$7 ,6 %/2&.&+$,1" ������� KWWSV���ZZZ����LEP�FRP�FRPPRQ�

VVL�FJL�ELQ�VVLDOLDV"KWPOILG ��������86(1	 �´7UDQVDFWLRQV >RQ WKH FKDLQ@
DUH EORFNHG WRJHWKHU� FUHDWLQJ DQ LUUHYHUVLEOH FKDLQ�µ��
��� %5,// 	 .((1(� VXSUD QRWH ��� DW ���
��� ,G�
��� 1LNLWD 0DOLN� +RZ &ULPLQDOV DQG 7HUURULVWV 8VH &U\SWRFXUUHQF\� $QG

+RZ WR 6WRS ,W� )25%(6 �$XJ� ��� ����� ����� D�P��� KWWSV���ZZZ�IRUEHV�FRP�
VLWHV�QLNLWDPDOLN������������KRZ�FULPLQDOV�DQG�WHUURULVWV�XVH�
FU\SWRFXUUHQF\�DQG�KRZ�WR�VWRS�LW���������������
��� %5,// 	 .((1(� VXSUD QRWH ��� DW ���
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PDUNHW PDNH LW KDUG IRU LQYHVWRUV RU IXQGUDLVHUV WR KDYH FDVK
RQ KDQG��� 0DQ\ FULPLQDOV GHDO ZLWK FDVK EHFDXVH RI LWV OLTXLG
QDWXUH DQG VWDEOH YDOXH� DQG FULPLQDOV ZKR XVH WKH H[FKDQJH
KDYH WR GHYHORS D WUXVW ZLWK WKH H[FKDQJH��� 7KH 8QLWHG 6WDWHV
&RQJUHVVLRQDO 6XEFRPPLWWHH RQ 7HUURULVP DQG ,OOLFLW )LQDQF�
LQJ FRQFOXGHG RQ 6HSWHPEHU �� ���� WKDW WHUURULVW RUJDQL]D�
WLRQV� LQFOXGLQJ DO�4DHGD DQG WKH ,VODPLF 6WDWH� KDYH WULHG WR
UDLVH IXQGV WKURXJK FU\SWRFXUUHQF\ EXW KDYH EHHQ JHQHUDOO\
XQVXFFHVVIXO� UHPDLQLQJ OR\DO WR ILDW PRQH\���

%� 7KH 7KHIW RI &U\SWRFXUUHQF\ ([FKDQJHV� 7KH )DOO RI WKH 7R�
N\R�%DVHG ([FKDQJHV 0W� *R[ ������ DQG &RLQFKHFN ������
$V PRUH PRQH\ VWDUWHG WR SRXU LQWR WKH FU\SWRFXUUHQF\ ZRUOG�

H[FKDQJH SODWIRUPV EHFDPH YHU\ SRSXODU DQG DWWUDFWHG WKH
ZRUN RI KDFNHUV DQG WKLHYHV��� %\ )HEUXDU\ ����� WKH ODUJHVW
FU\SWRFXUUHQF\ H[FKDQJH� 0W� *R[� KDG ORVW ������� %LWFRLQ WR

��� ,G�
��� $OWKRXJK FULPLQDOV DGPLUH WKH ODFN RI DELOLW\ WR WUDFN WUDQVDFWLRQV� LW

EHFRPHV KDUG WR XWLOL]H WKHVH FXUUHQFLHV LI LW FDQQRW HDVLO\ EH WUDQVIHUUHG LQWR
VRPHWKLQJ D FULPLQDO FDQ XVH� VXFK DV ILDW PRQH\�

$W DQ\ JLYHQ WLPH� FULPLQDOV RU WHUURULVW XVHUV RI YLUWXDO
FXUUHQFLHV KDYH WKH SUREOHP RI FRQYHUWLQJ WKH YLUWXDO FXU�
UHQF\ LQWR VRPHWKLQJ WKH\ FDQ XVH� EH LW D QDWLRQDO FXUUHQF\�
GUXJV� ZHDSRQV RU DQ\WKLQJ HOVH� +RZ WKH\ GR WKLV ZLOO LQ�
YROYH D UDQJH RI FRQVLGHUDWLRQV� LQFOXGLQJ WKH SUHVHQFH LQ
WKH V\VWHP RI PRQH\ WUDQVPLWWHUV DQG H[FKDQJHUV WKDW WKH\
FDQ WUXVW� RU ZKRP WKH\ IHHO ZLOO QRW QRWLFH�FDUH ZKR WKH\
DUH�

,G�
��� +HOHQ 3DUW]� &U\SWR LV D 3RRU )RUP RI 0RQH\ IRU 7HUURULVWV� &RQJUHV�

VLRQDO +HDULQJ &RQFOXGHV� &2,17(/(*5$3+ �6HSW� �� ������ KWWSV���FRLQWHOHJUD
SK�FRP�QHZV�FU\SWR�LV�D�SRRU�IRUP�RI�PRQH\�IRU�WHUURULVWV�FRQJUHVVLRQDO�
KHDULQJ�FRQFOXGHV� VHH DOVR -LPP\ $NL� 7HUURULVW 3UHIHU &DVK WR &U\SWRFXU�
UHQF\� &RQJUHVVLRQDO +HDULQJ 5HYHDOV� %/2&.2120, �6HSW� ��� ������
KWWSV���EORFNRQRPL�FRP�WHUURULVWV�SUHIHU�FDVK�WR�FU\SWR�� <D\D )DQXVLH� 'LUHF�
WRU RI $QDO\VLV IRU WKH )RXQGDWLRQ IRU 'HIHQVH RI 'HPRFUDFLHV &HQWHU RQ
6DQFWLRQV DQG ,OOLFLW )LQDQFH� KDV VDLG WKDW ´FROG KDUG FDVK LV VWLOO NLQJ�µ DQG
FU\SWRFXUUHQF\ LV D ´SRRU IRUP RI PRQH\ IRU MLKDGLVWV EHFDXVH WKH\ XVXDOO\
QHHG WR SXUFKDVH JRRGV ZLWK FDVK RIWHQ LQ DUHDV ZLWK ZHDN WHFKQRORJ>LFDO@
LQIUDVWUXFWXUH�µ ,G�
��� 5REHUW 0F0LOODQ� 7KH ,QVLGH 6WRU\ RI 0W� *R[� %LWFRLQ·V ���� 0LOOLRQ

'LVDVWHU� :,5(' �0DU� �� ������ KWWSV���ZZZ�ZLUHG�FRP���������ELWFRLQ�H[FKD
QJH��
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D 5XVVLDQ KDFNHU� $OH[DQGHU 9LQQLFN��� UHVXOWLQJ LQ D ORVV RI
RYHU ���� PLOOLRQ��� 6WDUWHG E\ -HG 0F&DOHE�� LQ ���� DV D
PHDQV IRU SOD\HUV RI WKH ILFWLRQDO FDUG JDPH 0DJLF�� WR WUDGH
FDUGV� 0W� *R[ IRXQG LWV SXUSRVH LQ ���� ZKHQ 0F&DOHE UHFRJ�
QL]HG WKDW KLV SODWIRUP DQG ZHEVLWH GRPDLQ ZRXOG EH SHUIHFW
IRU DQ H[FKDQJH RI %LWFRLQ��� $IWHU VHOOLQJ WKH FRPSDQ\ WR 0DUN
.DUSHOHV�� LQ ����� 0F&DOHE RQO\ UHWXUQHG WR WKH VFHQH DV D
IRXQGHU RI DQRWKHU FU\SWRFXUUHQF\ FDOOHG 5LSSOH��� :LWK PXFK
XQNQRZQ DERXW WKH LQQHU ZRUNLQJV RI 0W� *R[� PDQ\ LQVLGHUV
KDYH QRQHWKHOHVV VDLG WKDW 0DUN .DUSHOHV ZDV QRW XS WR WKH
WDVN DQG� ZKHQ WKH ZHEVLWH VKXW GRZQ LQ ���� DQG 0W� *R[

��� $QQD %D\GDNRYD� �� %LOOLRQ /RVW LQ 0W� *R[ %LWFRLQ +DFN &DQ EH 5H�
FRYHUHG� /DZ\HU &ODLPV� &2,1'(6. �6HS� ��� ����� ���� 30 87&�� KWWSV���
ZZZ�FRLQGHVN�FRP���ELOOLRQ�ORVW�LQ�PW�JR[�ELWFRLQ�KDFN�FDQ�EH�UHFRYHUHG�
ODZ\HU�FODLPV �DV RI 6HSWHPEHU ����� D 0RVFRZ EDVHG ODZ ILUP FODLPHG WR EH
DEOH WR UHFRYHU ������� WR ������� RI WKH VWROHQ FRLQV IURP XQNQRZQ 5XVVLDQ
QDWLRQDOV� FXUUHQWO\ ZRUWK PRUH WKDQ ���� ELOOLRQ��
��� 0DUU� VXSUD QRWH ���
��� 0F0LOODQ SURYLGHV D EULHI VXPPDU\ RI KRZ -HG 0F&DOHE VWDUWHG 0W�

*R[ DQG KRZ LW IHOO LQWR WKH KDQGV RI 0DUN .DUSHOHV�

0F&DOHE KDG UHJLVWHUHG WKH 0WJR[�FRP ZHE GRPDLQ LQ ����
ZLWK WKH LGHD RI WXUQLQJ LW LQWR D WUDGLQJ VLWH IRU WKH ZLOGO\
SRSXODU 0DJLF� 7KH *DWKHULQJ JDPH FDUGV� +H QHYHU IRO�
ORZHG WKURXJK RQ WKDW LGHD� EXW LQ ODWH ����� 0F&DOHE GH�
FLGHG WR UHSXUSRVH WKH GRPDLQ DV D ELWFRLQ H[FKDQJH� 7KH
LGHD ZDV VLPSOH� KH·G SURYLGH D VLQJOH SODFH WR FRQQHFW
ELWFRLQ EX\HUV DQG VHOOHUV� %XW VRRQ� 0F&DOHE ZDV JHWWLQJ
ZLUHV IRU WHQV RI WKRXVDQGV RI GROODUV DQG� UHDOL]LQJ KH ZDV
LQ RYHU KLV KHDG� KH VROG WKH VLWH WR .DUSHOHV� DQ DYLG SUR�
JUDPPHU� IRRGLH� DQG ELWFRLQ HQWKXVLDVW ZKR FDOOHG KLPVHOI
0DJLFDOWX[ LQ RQOLQH IRUXPV�

0F0LOODQ� VXSUD QRWH ���
��� $ 0LVVLRQ WKDW 0DWWHUV� :,=$5'6 2) 7+( &2$67� KWWSV���FRPSDQ\�

ZL]DUGV�FRP�FRQWHQW�FRPSDQ\ �ODVW YLVLWHG 0DU� �� ����� �D WUDGLQJ DQG GLJL�
WDO FROOHFWDEOH FDUG JDPH SOD\HG E\ WZR RU PRUH SOD\HUV UHOHDVHG LQ ���� E\
:L]DUGV RI WKH &RDVW DQG FUHDWHG E\ 5LFKDUG *DUILHOG� 0DJLF FRQWLQXHV WR EH
SOD\HG ZRUOGZLGH� ZLWK URXJKO\ �� PLOOLRQ SOD\HUV DV RI ������ VHH DOVR 0DJLF�
7KH *DWKHULQJ� :,.,3(',$� KWWSV���HQ�ZLNLSHGLD�RUJ�ZLNL�0DJLF�B7KHB*DWKHU
LQJ �ODVW YLVLWHG -DQ� ��� ������
��� 0F0LOODQ� VXSUD QRWH ���
��� ,G� �LQ ����� .DUSHOHV SXUFKDVHG DQG UHZURWH 0W�JR[�FRP·V EDFN�HQG

VRIWZDUH DQG TXLFNO\ WXUQHG LW LQWR WKH ZRUOG·V PRVW SRSXODU ELWFRLQ H[�
FKDQJH��
��� ,G�
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FHDVHG WR H[LVW� .DUSHOHV GLVDSSHDUHG ZLWK RYHU ���� PLOOLRQ
ZRUWK RI XVHUV· PRQH\���
,Q ����� DQRWKHU -DSDQHVH FU\SWRFXUUHQF\ H[FKDQJH� NQRZQ

DV &RLQFKHFN� ZDV KDFNHG DQG RYHU ���� PLOOLRQ ZRUWK RI ;(0
WRNHQV RIIHUHG E\ WKH 1(0 %ORFNFKDLQ ZHQW PLVVLQJ��� 7KH DI�
WHUPDWK RI &RLQFKHFN� KRZHYHU� ZDV IDU OHVV VHYHUH WKDQ WKDW RI
0W� *R[ EHFDXVH WKH FRPSDQ\ LPPHGLDWHO\ PDGH SURPLVHV WR
UHLPEXUVH ORVW IXQGV DQG FRQVLVWHQWO\ NHSW WKHLU LQYHVWRUV LQ
WKH ORRS��� )XUWKHU� &RLQFKHFN KDV QRW ILOHG IRU EDQNUXSWF\ DQG
GRHV QRW SODQ WR���

&� 7KH )UDXGXOHQW ,&2
,VVXHUV RI ,&2V� RU ´FRLQ RIIHURUV�µ JHQHUDOO\ XVH D GRFXPHQ�

WDWLRQ NQRZQ DV D ´ZKLWH SDSHU�µ�� ,&2 ZKLWH SDSHUV� DV RS�
SRVHG WR ZKLWH SDSHUV IRU ,32V DQG VHFXULWLHV RIIHULQJV� JLYH D
VLPSOH GHVFULSWLRQ RI ZKDW WKH ,&2 LV UDLVLQJ PRQH\ IRU DQG
ZKDW WKH WRNHQV RIIHUHG VXSSRUW��� 7KHVH SDSHUV RIWHQ UHOD\
YHU\ OLWWOH LQIRUPDWLRQ DERXW WKH EDFNHUV RU LQLWLDWRUV RI WKH

��� ,G�
��� 'DUU\Q 3ROODFN� 6WRU\ RI &RLQFKHFN� +RZ WR 5HERXQG $IWHU WKH ¶%LJJHVW

7KHIW LQ WKH +LVWRU\ RI WKH :RUOG·� &2,17(/(*5$3+ �$SU� �� ������ KWWSV���
FRLQWHOHJUDSK�FRP�QHZV�VWRU\�RI�FRLQFKHFN�KRZ�WR�UHERXQG�DIWHU�WKH�ELJJHVW�
WKHIW�LQ�WKH�KLVWRU\�RI�WKH�ZRUOG�
��� ,G�
��� ,G�
��� 'LUN $� =HW]VFKH� HW DO�� 7KH ,&2 *ROG 5XVK� ,W·V D 6FDP� ,W·V D %XEEOH�

,W·V D 6XSHU &KDOOHQJH )RU 5HJXODWRUV� �� +$59$5' ,17·/ /�-� ���� ��� �������
$ EULHI GHVFULSWLRQ RI KRZ ZKLWH SDSHUV DUH XVHG DQG ZKR WKH\ WDUJHW�

:KLWH SDSHUV KDYH EHFRPH SRSXODU PDUNHWLQJ WRROV IRU FRU�
SRUDWLRQV HVSHFLDOO\ RQ WKH ,QWHUQHW VLQFH PDQ\ SRWHQWLDO
FXVWRPHUV VHDUFK IRU LQIRUPDWLRQ RQ WKH :HE� &RUSRUDWLRQV
XVH ZKLWH SDSHUV WR VHOO LQIRUPDWLRQ RU QHZ SURGXFWV DV VR�
OXWLRQV WKDW ZRXOG VHUYH WKHLU FXVWRPHUV· QHHGV� 7\SLFDOO\�
WKH SXUSRVH RI D ZKLWH SDSHU LV WR DGYRFDWH WKDW D FHUWDLQ
SRVLWLRQ LV WKH EHVW ZD\ WR JR RU WKDW D FHUWDLQ VROXWLRQ LV
EHVW IRU D SDUWLFXODU SUREOHP� :KHQ LW LV XVHG IRU FRPPHU�
FLDO SXUSRVHV� LW FRXOG LQIOXHQFH WKH GHFLVLRQ�PDNLQJ SUR�
FHVVHV RI FXUUHQW DQG SURVSHFWLYH FXVWRPHUV�

:KLWH 3DSHU� 3XUSRVH DQG $XGLHQFH� 385'8( 81,9(56,7<� KWWSV���RZO�SXUGXH�
HGX�RZO�VXEMHFWBVSHFLILFBZULWLQJ�SURIHVVLRQDOBWHFKQLFDOBZULWLQJ�ZKLWHBSDSHUV
�LQGH[�KWPO �ODVW YLVLWHG 0DU� �� ������
��� =HW]VFKH� VXSUD QRWH ��� DW ����
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,&2 DQG GR QRW LQFOXGH SRVWDO FRQWDFW LQIRUPDWLRQ��� 7KLV SUH�
VXPDEO\ OHDGV WR DQ DV\PPHWU\ RI LQIRUPDWLRQ DQG D VNHSWL�
FLVP DERXW WKH RIIHULQJ·V WUXH LQWHQWLRQV��� $V D UHVXOW� WKLV ODFN
RI LQIRUPDWLRQ WHQGV WR OHDG PRUH VXVFHSWLEOH XQLQIRUPHG LQ�
YHVWRUV WRZDUGV WKHVH ,&2V EHFDXVH WKH\ DUH UHHOHG LQ E\ IDOVH
SURPLVHV RI ODUJH UHWXUQV RQ LQYHVWPHQWV EXW ODFN WKH VRSKLVWL�
FDWLRQ WR LGHQWLI\ WKH ULVNV��� ,W LV KDUG WR IRUPXODWH D UDWLRQDO�
LQIRUPHG GHFLVLRQ FRQFHUQLQJ PDQ\ ,&2V ZLWK DQ LQDGHTXDWH
DPRXQW RI LQIRUPDWLRQ� DQG LQYHVWRUV QHHG WR EH ZDU\ DQG IRFXV
RQ ZKHWKHU WKH ,&2 KDV LQYHVWHG LWV RZQ UHVRXUFHV LQWR DFTXLU�
LQJ ODZ\HUV DQG RWKHU KHOS WR GHYHORS WKHLU WHFKQRORJ\��� *LYHQ
WKH FRPSOH[ QDWXUH RI WKH ,&2 PDUNHWSODFH� LW LV UHDVRQDEOH WR
DVVXPH WKDW WKHVH RIIHULQJ FRPSDQLHV KDYH FRQVXOWHG ZLWK
SURSHU OHJDO DQG SURIHVVLRQDO FRXQVHO LQ RUGHU WR PDLQWDLQ D
FRPSDQ\ LQ FRPSOLDQFH ZLWK OHJDO DQG UHJXODWRU\ VWDQGDUGV�
)XUWKHU� FDSLWDO PLVDOORFDWLRQ LV DQRWKHU FRQFHUQ WKDW PDQ\

,&2 LQYHVWRUV DQG UHJXODWRUV VKRXOG FRQVLGHU ZKHQ DVVHVVLQJ
WKH YRODWLOH PDUNHWSODFH��� $V RI 2FWREHU ����� DERXW �� SHU�
FHQW RI WRNHQV RIIHUHG WR LQYHVWRUV FRXOG EH XVHG LQ D SUDFWLFDO
VHWWLQJ� OHDYLQJ KXQGUHGV RI GLIIHUHQW WRNHQV XVHIXO IRU VROHO\
WUDGLQJ SXUSRVHV� LQGLFDWLQJ VSHFXODWLRQ DV WR WKH WUXH QDWXUH
RI WKH RIIHULQJ���� &XUUHQWO\� WKLV ´EXEEOHµ IHDWXUH RI ,&2V QRW
RQO\ ULVNV KDUP WR LQGLYLGXDOV ZKR KDYH LQYHVWHG� EXW DOVR XQ�
GHUPLQHV WKH JURZLQJ SRSXODULW\ RI WKH %ORFNFKDLQ WHFKQROR�
J\���� 0RVW FRQFHUQLQJ� PDQ\ ,&2V DUH QRW DOORFDWLQJ WKH IXQGV
UDLVHG WR WKH PRVW SURGXFWLYH PDUNHW XVH� LQVWHDG� WKHVH FRP�
SDQLHV DUH XVLQJ VXFK IXQGV IRU SHUVRQDO XVH� OHDGLQJ WR IUDXG
DQG JRYHUQPHQW LQWHUYHQWLRQ����

��� ,G�
��� ,G� DW ���²���
��� ,G�
��� ,G�
��� ,G�
���� ,G�� VHH DOVR 2OJD .KDULI� 2QO\ 2QH LQ �� 7RNHQV ,V LQ 8VH )ROORZLQJ
,QLWLDO &RLQ 2IIHULQJV� %/220%(5* �2FW� ��� ������ KWWSV���ZZZ�EORRPEHUJ�
FRP�QHZV�DUWLFOHV������������RQO\�RQH�LQ����WRNHQV�LV�LQ�XVH�IROORZLQJ�
LQLWLDO�FRLQ�RIIHULQJV �FLWLQJ GDWD JDWKHUHG E\ 7RNHQ 5HSRUW DQDO\]LQJ WKH XVH
RI ��� FRLQ VDOHV��
���� =HW]VFKH� VXSUD QRWH ��� DW ����
���� ,G�� VHH DOVR 3UHVV 5HOHDVH� 6(& 6WRSV )UDXGXOHQW ,&2 7KDW )DOVHO\
&ODLPHG 6(& $SSURYDO� 6(&� 	 (;&+$1*( &200,66,21 �2FW� ��� ������
KWWSV���ZZZ�VHF�JRY�QHZV�SUHVV�UHOHDVH��������� �WKLV 6(& SUHVV UHOHDVH
IURP 2FWREHU ���� VWDWLQJ WKDW WKH 6(& LV KDOWLQJ D SODQQHG ,&2 WKURXJK
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7KHUH DUH PDQ\ ZD\V WR HQVXUH WKDW LQYHVWRUV DUH ZHOO LQ�
IRUPHG EHIRUH WXUQLQJ WR RXWULJKW UHJXODWLRQ� ,QYHVWRUV FDQ
EHJLQ WKHLU RZQ UHVHDUFK E\ ORRNLQJ LQWR WKH VWDII DQG LQLWLDWRUV
RI WKH WRNHQ RIIHULQJ���� ,QYHVWRUV VKRXOG FRQVLGHU WKH UHSXWD�
WLRQ RI VWDII PHPEHUV� ZKHWKHU WKHUH DUH YHQWXUH FDSLWDOLVW
ILUPV LQYHVWLQJ VHHG PRQH\ LQWR WKH FRPSDQ\� DQG LI WKHUH DUH
UHSXWDEOH VRXUFHV VXSSRUWLQJ WKH ,&2���� $GGLWLRQDOO\� PDQ\
WRNHQV RIIHUHG WKURXJK ,&2V KDYH D SXUSRVH WKDW VXSSRUWV WKH
HFRV\VWHP RI WKH FRPSDQ\ DQG WKHUHIRUH VHUYHV D JUHDWHU SXU�
SRVH WKDQ MXVW D WUDGDEOH DVVHW���� ,QYHVWRUV PXVW DVN ZKHWKHU
WKH FRPSDQ\ FDQ RSHUDWH ZLWKRXW WKH LVVXDQFH RI D WRNHQ DQG� LI
WKH WRNHQ FDQ EH VXEVWLWXWHG IRU DQRWKHU FU\SWRFXUUHQF\ OLNH
%LWFRLQ RU (WKHUHXP� WKHQ WKH WRNHQ LV QRW DV LQWHJUDO WR WKH
FRPSDQ\ DV LW PD\ VHHP WR LQYHVWRUV���� /DVWO\� KXJH UHWXUQV RQ
LQYHVWPHQW VKRXOG DOZD\V EH D ZDUQLQJ VLJQ IRU LQYHVWRUV����
6LPSO\ SXW� WKH FU\SWRFXUUHQF\ ZRUOG LV DNLQ WR WKH ZLOG ZHVW�
DQG FRQVXPHUV ZKR ZLVK WR WDNH SDUW PXVW PDNH LQIRUPHG GH�
FLVLRQV�
:LWK WKLV EDFNGURS LQ PLQG� FRPSDQLHV KDYH DQ LPSRUWDQW

UROH WR SOD\ LQ PLWLJDWLQJ WKH ULVNV DVVRFLDWHG ZLWK WKH ,&2
PDUNHWSODFH DQG WKH YRODWLOLW\ RI WKH FU\SWRFXUUHQF\ LQGXVWU\�
,QYHVWRU SURWHFWLRQ LV RI WKH XWPRVW LPSRUWDQFH WR WKH FRQWLQX�
LQJ VXFFHVVHV RI WKHVH FRPSDQLHV� :LWKRXW LQYHVWRUV� FRPSDQLHV
FDQQRW UXQ HIILFLHQWO\ RU KDYH WKH UHVRXUFHV DQG FDSLWDO QHFHV�
VDU\ IRU WKH JURZWK RI D FRPSDQ\� 7KH VXEVHTXHQW VHFWLRQ ZLOO
KRQH LQ RQ FHUWDLQ SUDFWLFHV� SDUWLFXODUO\ .<&� DQG KRZ WKHVH
SUDFWLFHV FDQ KHOS D FRPSDQ\ PLWLJDWH WKH ULVNV WKDW PD\ EH
LPSRVHG RQ LQYHVWRUV�

FRXUW RUGHU EHFDXVH WKH LQLWLDWRUV IDOVHO\ FODLPHG WKDW WKH\ UHFHLYHG 6(& DS�
SURYDO RI WKH ,&2 RI %ORFNYHVW� //&��
���� 1LFN 3DURQL� +RZ WR .QRZ LI <RX·UH ,QYHVWLQJ LQ D %DG ,&2� &+$,1�
KWWSV���WKHFKDLQ�PHGLD�KRZ�WR�NQRZ�LI�\RXUH�LQYHVWLQJ�LQ�D�EDG�LFR �ODVW YLV�
LWHG -DQ� ��� ������
���� ,G�
���� <XYDO *RY� �� 6LJQV <RX DUH ,QYHVWLQJ LQ D %DG ,&2� &5<372327$72
�0D\ �� ������ KWWSV���FU\SWRSRWDWR�FRP����VLJQV�LQYHVWLQJ�EDG�LFR��
���� ,G�
���� ,G�
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,,,� .12: <285 &86720(5�:+$7 &203$1,(6 &$1 '2 )25
<28�
*LYHQ WKH ULVNV DVVRFLDWHG ZLWK WKH FU\SWRFXUUHQF\ PDUNHW�

FU\SWRFXUUHQF\ FRPSDQLHV FDQ LPSURYH WKHLU HIIRUWV WR HQVXUH
WKH\ DUH GRLQJ EXVLQHVV ZLWK WUXVWZRUWK\ HQWLWLHV���� $PRQJ
WUDGLWLRQDO EXVLQHVVHV� .<& SURWRFROV DUH QRW DQ XQXVXDO SUDF�
WLFH���� :KHQ LPSOHPHQWLQJ VXFK PHDVXUHV� FRPSDQLHV PXVW
NHHS LQ PLQG ZKR WKH\ DUH WUDQVDFWLQJ ZLWK� ZKHWKHU WKRVH LQ�
GLYLGXDOV DUH LQ IDFW ZKR WKH\ VD\ WKH\ DUH� DQG ZKDW WKRVH LQ�
GLYLGXDOV DUH GRLQJ���� %\ XVLQJ WKH EDQNLQJ VWUXFWXUH WR LQWHU�
SUHW .<& SURWRFROV� LQVWLWXWLRQV FDQ EHWWHU XQGHUVWDQG LWV SR�
WHQWLDO UROH LQ WKH FU\SWRFXUUHQF\ PDUNHWSODFH� 7KHVH SURWRFROV�
RIWHQ D UHTXLUHPHQW RI WKH IHGHUDO JRYHUQPHQWDO���� KDYH WKHLU
RZQ GUDZEDFNV DV ZHOO����

���� /XX� VXSUD QRWH ��
���� ,G�
���� ,G�
���� 6HH� H�J�� %DQN 6HFUHF\ $FW� 3XE� /� 1R� ������� �� 6WDW� ������ �������
7KH %DQN 6HFUHF\ $FW ZDV SDVVHG DV D ILUVW VWHS LQ WKH ILJKW DJDLQVW PRQH\
ODXQGHULQJ� ,W UHTXLUHV EXVLQHVVHV WR NHHS PHWLFXORXV UHFRUGV LQ DQ HIIRUW WR
ILJKW FULPLQDO DQG IUDXGXOHQW DFWLYLWLHV�

&RQJUHVV SDVVHG WKH %DQN 6HFUHF\ $FW LQ ���� DV WKH ILUVW
ODZV WR ILJKW PRQH\ ODXQGHULQJ LQ WKH 8QLWHG 6WDWHV� 7KH
%6$ UHTXLUHV EXVLQHVVHV WR NHHS UHFRUGV DQG ILOH UHSRUWV
WKDW DUH GHWHUPLQHG WR KDYH D KLJK GHJUHH RI XVHIXOQHVV LQ
FULPLQDO� WD[� DQG UHJXODWRU\ PDWWHUV� 7KH GRFXPHQWV ILOHG
E\ EXVLQHVVHV XQGHU WKH %6$ UHTXLUHPHQWV DUH KHDYLO\ XVHG
E\ ODZ HQIRUFHPHQW DJHQFLHV� ERWK GRPHVWLF DQG LQWHUQD�
WLRQDO WR LGHQWLI\� GHWHFW DQG GHWHU PRQH\ ODXQGHULQJ
ZKHWKHU LW LV LQ IXUWKHUDQFH RI D FULPLQDO HQWHUSULVH� WHUURU�
LVP� WD[ HYDVLRQ RU RWKHU XQODZIXO DFWLYLW\�

%DQN 6HFUHF\ $FW� ,56� KWWSV���ZZZ�LUV�JRY�EXVLQHVVHV�VPDOO�EXVLQHVVHV�VHOI�
HPSOR\HG�EDQN�VHFUHF\�DFW �ODVW YLVLWHG -DQ� ��� ������
���� -RKQ &DOODKDQ� .QRZ <RX &XVWRPHU �.<&� ZLOO EH D *UHDW 7KLQJ :KHQ
LW :RUNV� )25%(6 �-XO\ ��� ����� ���� $0�� KWWSV���ZZZ�IRUEHV�FRP�VLWHV�
IRUEHVWHFKFRXQFLO������������NQRZ�\RXU�FXVWRPHU�N\F�ZLOO�EH�D�JUHDW�WKLQJ�
ZKHQ�LW�ZRUNV���EI��D���GEE�
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$� .<&� 7KH *RRG � � �
7R FRQIRUP ZLWK .<& SURWRFROV� EDQNV PXVW ILUVW LPSOHPHQW

D YHWWLQJ SURFHVV ZKHQ RQERDUGLQJ FOLHQWV���� %DQNV IDFH VLJQLI�
LFDQW UHJXODWRU\ ULVNV ZKHQ RQERDUGLQJ KLJK�ULVN FXVWRPHUV����
7KLV LQLWLDO YHWWLQJ SURFHVV PXVW IODJ VXVSLFLRXV FXVWRPHUV DQG
WKH SRWHQWLDO IRU VXVSLFLRXV WUDQVDFWLRQV���� 7R GR VR PD\ UH�
TXLUH FXVWRPHUV WR SURYLGH JRYHUQPHQW LVVXHG IRUPV RI LGHQWLIL�
FDWLRQ� VXFK DV D SDVVSRUW RU GULYHU·V OLFHQVH���� $GGLWLRQDOO\�
WKLV SURFHVV� DOVR UHIHUUHG WR DV D &XVWRPHU ,GHQWLILFDWLRQ 3UR�
JUDP� VFUHHQV SURVSHFWLYH FXVWRPHUV DJDLQVW OLVWV RI NQRZQ
FULPLQDOV���� $W D PLQLPXP� D EDQN PXVW REWDLQ D QDPH� GDWH
RI ELUWK� DGGUHVV� DQG LGHQWLILFDWLRQ QXPEHU��� IURP HDFK LQGL�
YLGXDO ZKR ZDQWV WR WUDQVDFW ZLWK WKH EDQN���� %DQNV PD\ DVN
IRU DGGLWLRQDO LQIRUPDWLRQ DQG LQ VRPH FLUFXPVWDQFHV UHTXLUH
QRQ�GRFXPHQWHG LGHQWLILFDWLRQ� VXFK DV FRPSDULQJ WKH SURYLGHG
FXVWRPHU LQIRUPDWLRQ ZLWK LQIRUPDWLRQ REWDLQHG IURP FRQVXP�
HU UHSRUWLQJ DJHQFLHV RU SXEOLF GDWDEDVHV����
6HFRQG� EDQNLQJ LQVWLWXWLRQV PXVW FRQWLQXH WKLV YHWWLQJ SUR�

FHVV WKURXJKRXW WKH UHODWLRQVKLS E\ PDLQWDLQLQJ RQJRLQJ GXH
GLOLJHQFH ZLWK FXUUHQW FXVWRPHUV WR HQVXUH FXVWRPHUV DUH VWLOO

���� 0LFKDHO 9RONRY� .QRZ <RXU &XVWRPHU �´.<&µ� 'XH 'LOLJHQFH %HVW
3UDFWLFHV� 758/,22 �-XO\ ��� ������ KWWSV���ZZZ�WUXOLRR�FRP�EORJ�NQRZ�\RXU�
FXVWRPHU�N\F�GXH�GLOLJHQFH�EHVW�SUDFWLFHV��
���� ,G�
���� ,G�
���� /XX� VXSUD QRWH ��
���� 9RONRY� VXSUD QRWH ����
���� $ EULHI GHVFULSWLRQ RI DQ LGHQWLILFDWLRQ QXPEHU IRU 86 DQG QRQ�86 FLWL�
]HQV�

$Q LGHQWLILFDWLRQ QXPEHU IRU D 8�6� SHUVRQ LV D WD[SD\HU
LGHQWLILFDWLRQ QXPEHU �7,1� �RU HYLGHQFH RI DQ DSSOLFDWLRQ
IRU RQH�� DQG DQ LGHQWLILFDWLRQ QXPEHU IRU D QRQ�8�6� SHUVRQ
LV RQH RU PRUH RI WKH IROORZLQJ� D 7,1� D SDVVSRUW QXPEHU
DQG FRXQWU\ RI LVVXDQFH� DQ DOLHQ LGHQWLILFDWLRQ FDUG QXP�
EHU� RU � � � DQ\ RWKHU XQH[SLUHG JRYHUQPHQW�LVVXHG GRFX�
PHQW�

&XVWRPHU ,GHQWLILFDWLRQ 3URJUDP� 2YHUYLHZ� )('� ),1� ,167,787,216
(;$0,1$7,21 &281&,/� Q� ��� KWWS���ZHE�DUFKLYH�RUJ�ZHE����������������
KWWSV��ZZZ�IILHF�JRY�EVDBDPOBLQIREDVH�SDJHVBPDQXDO�ROPB����KWP �ODVW YLV�
LWHG -DQ� ��� ������
���� ,G�
���� ,G�



��� %522.� -� ,17·/ /� >9RO� ����

ZKR WKH\ FODLP WR EH���� 7KLV SUDFWLFH LV NQRZQ DV &XVWRPHU
'XH 'LOLJHQFH� DQG LQ FHUWDLQ FLUFXPVWDQFHV EDQNV UHTXLUH (Q�
KDQFHG 'XH 'LOLJHQFH���� 7KLV RQJRLQJ IXQFWLRQ RI .<& LQFOXGHV
FRQWLQXRXV VFUXWLQ\ RYHU ILQDQFLDO WUDQVDFWLRQV DQG DFFRXQWV����
:LWKLQ D FOLHQW·V SURILOH� EDQNV GHYHORS D WKUHVKROG WR GHWHU�
PLQH ZKHQ D FXVWRPHU SRVHV D ULVN WR WKH EDQN���� ,Q RUGHU IRU D
EDQN WR UHPDLQ HIILFLHQW ZLWK LWV .<& SURWRFROV� LW VKRXOG UH�
IUHVK DQG SHUIRUP FRQWLQXRXV GXH GLOLJHQFH FKHFNV HYHU\ VL[ WR
WZHOYH PRQWKV����

%� � � � 7KH %DG DQG WKH 8JO\
2Q WKH VXUIDFH� .<& VHHPV WR SURWHFW ILQDQFLDO LQVWLWXWLRQV�

PLWLJDWH ULVNV IURP XQNQRZQ FXVWRPHUV� DQG VDYH PRQH\���� 2Q
WKH FRQWUDU\� .<& SURWRFROV FRVW FRPSDQLHV ELOOLRQV RI GROODUV
HDFK \HDU���� :KHQ HQDFWHG� WKH 8QLWLQJ DQG 6WUHQJWKHQLQJ
$PHULFD E\ 3URYLGLQJ $SSURSULDWH 7RROV 5HTXLUHG WR ,QWHUFHSW
DQG 2EVWUXFW 7HUURULVP $FW� RU WKH 3$75,27 $FW���� GLG QRW
VSHFLI\ VWDQGDUGV DV WR KRZ WR LPSOHPHQW .<& PHDVXUHV RU HI�
ILFLHQWO\ YHULI\ FXVWRPHUV���� 7KLV ZDV DQ LQWHQWLRQDO RPLVVLRQ
E\ UHJXODWRUV EHFDXVH WKH\ GLG QRW ZDQW WR VHW FOHDU JXLGHOLQHV
IRU VXIILFLHQW .<& PHDVXUHV RXW RI IHDU WKDW FRPSDQLHV ZRXOG
RQO\ SHUIRUP WKH PLQLPXP UHTXLUHPHQWV���� $V D UHVXOW� ILQDQ�
FLDO LQVWLWXWLRQV PD\ QRZ FUHDWH WKHLU RZQ SURFHGXUHV� RIWHQ

���� /XX� VXSUD QRWH ��
���� ,I D FXVWRPHU SURYHV WR EH D ULVN� VXFK DV E\ KDYLQJ D KLVWRU\ RI PRQH\
ODXQGHULQJ RU LQYROYHPHQW LQ WHUURULVW DFWLYLW\ DQG IXQGLQJ� WKH EDQN PXVW
WDNH HQKDQFHG PHDVXUHV WR HQVXUH WKH FXVWRPHU LV UHOLDEOH� &XVWRPHU 'XH
'LOLJHQFH� (QVXULQJ <RX .QRZ <RXU &XVWRPHU� 758/,22 �$XJ� ��� ������
KWWSV���ZZZ�WUXOLRR�FRP�EORJ�FXVWRPHU�GXH�GLOLJHQFH��
���� 9RONRY� VXSUD QRWH ����
���� ,G�
���� ,G�
���� &DOODKDQ� VXSUD QRWH ����
���� ,G�
���� 6HH ),1$1&,$/ &5,0(6 (1)25&(0(17 1(7:25.� 86$ 3$75,27 $&7�
),1&(1� KWWSV���ZZZ�ILQFHQ�JRY�UHVRXUFHV�VWDWXWHV�UHJXODWLRQV�XVD�SDWULRW�DFW
�ODVW YLVLWHG -DQ� ��� ������ 2QH RI WKH PDLQ SXUSRVHV RI WKH 8QLWHG 6WDWHV
3$75,27 $FW LV WR HQKDQFH ODZ HQIRUFHPHQW LQYHVWLJDWRU\ WRROV� ,G� 2WKHU
SXUSRVHV LQFOXGH VWUHQJWKHQLQJ 86 PHDVXUHV WR SUHYHQW� GHWHFW� DQG SURVH�
FXWH LQWHUQDWLRQDO PRQH\ ODXQGHULQJ DQG ILQDQFLQJ WHUURULVP� DV ZHOO DV UH�
TXLULQJ WKH ILQDQFLDO VHUYLFHV LQGXVWU\ WR UHSRUW SRWHQWLDO KLJK�ULVN DFFRXQW
KROGHUV� ,G
���� &DOODKDQ� VXSUD QRWH ����
���� ,G�
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JRLQJ IDU EH\RQG WKH QHFHVVDU\ PHDVXUHV RXW RI IHDU RI EHLQJ
VXEMHFW WR ILQHV���� 7KLV KDV KDG D QHJDWLYH FRQVHTXHQFH RQ WKH
.<& V\VWHP LQ D QXPEHU RI ZD\V� SDUWLFXODUO\ ZLWK UHJDUG WR
WKH PRQH\ VSHQW RQ WKLV SUDFWLFH� $V PHQWLRQHG DERYH� ZLWKRXW
WKH QHFHVVDU\ JXLGHOLQHV E\ UHJXODWRUV� FRPSDQLHV DUH QRW UXQ�
QLQJ HIILFLHQWO\ DQG DUH DOORFDWLQJ IDU WRR PXFK FDSLWDO WRZDUGV
.<& PHDVXUHV ZKHQ VXFK IXQGV FDQ EH PRUH LPSDFWIXO LQ RWKHU
DUHDV RI WKH FRPSDQ\�
7KHUH DUH WZR PDLQ UHDVRQV ZK\ .<& LV QRW WKH UHJXODWRU\

DQVZHU WR ILQDQFLDO LQVWLWXWLRQV DQG� E\ DVVRFLDWLRQ� FU\SWRFXU�
UHQF\� )LUVW� .<& SURWRFROV KDYH LQFUHDVHG FOLHQW�DJHQW IULF�
WLRQ���� $FFRUGLQJ WR D ���� VXUYH\ E\ 7KRPVRQ 5HXWHUV� FXV�
WRPHU RQERDUGLQJ WLPH LQFUHDVHG E\ �� SHUFHQW LQ ���� DQG
ZDV H[SHFWHG WR LQFUHDVH DQRWKHU �� SHUFHQW LQ �������� ,Q WKHLU
���� VXUYH\� 7KRPVRQ 5HXWHUV GLVFRYHUHG WKDW �� SHUFHQW RI
ILUPV ZHUH LQFUHDVLQJ WKHLU FRPSOLDQFH EXGJHW� DQ LQFUHDVH
IURP �� SHUFHQW LQ �������� 7DNLQJ DOO RI WKLV LQWR FRQVLGHUDWLRQ�
EDQNV DUH WDNLQJ DQ DYHUDJH RI WZHQW\�IRXU GD\V WR FRPSOHWH
WKH RQERDUGLQJ SURFHVV IRU QHZ FXVWRPHUV���� $V D UHVXOW� WKH
���� VXUYH\ IRXQG WKDW �� SHUFHQW RI WKH SDUWLFLSDWLQJ FRPSD�
QLHV KDG FKDQJHG EDQNV EHFDXVH RI WKH PRUH LQWUXVLYH QDWXUH RI
WKH .<& SURWRFROV����
6HFRQG� WKH FRVWV RI NHHSLQJ XS ZLWK WKHVH SURWRFROV LQFUHDVH

\HDU E\ \HDU���� 7HQ SHUFHQW RI WKH WRS ILQDQFLDO LQVWLWXWLRQV LQ
WKH ZRUOG DUH VSHQGLQJ PRUH WKDQ ���� PLOOLRQ SHU \HDU� ZLWK
WKH DYHUDJH LQVWLWXWLRQ VSHQGLQJ DURXQG ��� PLOOLRQ D \HDU�
LQFOXGLQJ ODERU DQG WKLUG�SDUW\ FRVWV���� ,Q ����� &LWLEDQN XVHG
DERXW KDOI RI LWV ���� ELOOLRQ HIILFLHQF\ VDYLQJV RQ DGGLWLRQDO LQ�
YHVWPHQWV LQ WKHLU UHJXODWRU\ DQG FRPSOLDQFH GHSDUWPHQWV�

���� ,G�
���� ,G�
���� ,G�� VHH JHQHUDOO\ 67$&(< (1*/,6+ 	 686$11$+ +$0021'� &267 2)
&203/,$1&( ����� +2: '2 <28 1$9,*$7( 7+( 5(*8/$725< /$1'6&$3(
������� KWWSV���ULVN�WKRPVRQUHXWHUV�FRP�FRQWHQW�GDP�RSHQZHE�GRFXPHQWV�SGI�
ULVN�UHSRUW�FRVW�RI�FRPSOLDQFH������SGI�
���� 67$&(< (1*/,6+ 	 686$11$+ +$0021'� &267 2) &203/,$1&( �����
:,7+ $ 1(: 5(*8/$725< $/(57 ,668(' (9(5< � 0,187(6� +2: '2 , (1685(
&203/,$1&(" � ������� KWWSV���OHJDO�WKRPVRQUHXWHUV�FRP�FRQWHQW�GDP�HZS�P�
GRFXPHQWV�OHJDO�HQ�SGI�UHSRUWV�FRVW�RI�FRPSOLDQFH�VSHFLDO�UHSRUW������SGI�
���� &DOODKDQ� VXSUD QRWH ����
���� ,G�
���� ,G�
���� ,G�
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DQG -30RUJDQ &KDVH HPSOR\HG ����� PRUH SHRSOH WR WKHLU
FRPSOLDQFH WHDP� VSHQGLQJ DQ DGGLWLRQDO �� ELOOLRQ RQ FRQWUROV
DQG LQWHUQDO LQIUDVWUXFWXUH���� 7KHVH VWDWLVWLFV UDLVH FRQFHUQV
WKDW EDQNLQJ LQVWLWXWLRQV DUH QRW DOORFDWLQJ HQRXJK WLPH WR�
ZDUGV WKHLU XVXDO GDLO\ IXQFWLRQV����

&� &DQ %ORFNFKDLQ 6ROYH 7KHVH .<& ,QHIILFLHQFLHV"
,QWHUHVWLQJO\� %ORFNFKDLQ WHFKQRORJ\ FDQ PLWLJDWH WKHVH .<&

LQHIILFLHQFLHV� 7KH WUDQVSDUHQW SHHU�WR�SHHU SURFHVV RI XVLQJ D
%ORFNFKDLQ OHGJHU DOORZV ILQDQFLDO LQVWLWXWLRQV DQG FU\SWRFXU�
UHQF\ FRPSDQLHV DFFHVV WR ´FOHDQ� XS WR GDWH DQG VHFXUH FRQ�
VXPHU GDWD�µ��� 7KH LGHD LV WKDW ILQDQFLDO LQVWLWXWLRQV FDQ XS�
ORDG FOLHQW GDWD RQWR D OHGJHU WKDW RWKHU DFFUHGLWHG LQVWLWXWLRQV
KDYH DFFHVV WR���� 7KLV FDQ HOLPLQDWH FRPSDQLHV· WLPH�LQWHQVLYH�
FRQWLQXRXV� DQG UHSHWLWLYH HIIRUWV WR FROOHFW FXVWRPHU LQIRU�
PDWLRQ ZKHQ RQERDUGLQJ QHZ FXVWRPHUV���� $ VHFXUH DQG RUJD�
QL]HG GDWDEDVH� ZKHUH ILQDQFLDO LQVWLWXWLRQV FDQ ORJ RQ DQG YHU�
LI\ D QHZ FXVWRPHU� ZRXOG GHFUHDVH RQERDUGLQJ WLPHV DQG FRVWV
E\ �� WR �� SHUFHQW���� 7KLV ZRXOG QRW RQO\ HQDEOH D VPRRWKHU
FXVWRPHU H[SHULHQFH� EXW ZRXOG DOVR RIIHU LQVWLWXWLRQV WKH DELO�
LW\ WR PLQLPL]H WKH FRVW RI .<& PHDVXUHV���� /DVWO\� RSHQLQJ XS
D %ORFNFKDLQ OHGJHU ZRXOG QRW RQO\ JLYH ILQDQFLDO LQVWLWXWLRQV
WKH DELOLW\ WR DFFHVV FXVWRPHU GDWD DPRQJVW WKHPVHOYHV� EXW
´WD[ DXWKRULWLHV� FRPSDQ\ UHJLVWULHV� ODZ HQIRUFHPHQW EXUHDXV�

���� ,G�
���� ,G�
���� ($0211 0$*8,5( (7 $/�� &28/' %/2&.&+$,1 %( 7+( )281'$7,21 2) $
9,$%/( .<& 87,/,7<"� .30* � ������� KWWSV���DVVHWV�NSPJ�FRP�FRQWHQW�GDP�
NSPJ�[[�SGI���������NSPJ�EORFNFKDLQ�N\F�XWLOLW\�SGI�
���� ,G�
���� ,G�
���� ,G� DW �� .30* DQG %OX]HOOH QHWZRUNV ZRUNHG ZLWK D FRQVRUWLXP RI
WKUHH EDQNV LQ 6LQJDSRUH³+6%&� 2&%&� DQG 0LWVXELVKL 8)- )LQDQFLDO
*URXS³DV ZHOO DV WKH 6LQJDSRUHDQ UHJXODWRU� ,QIRFRPP 0HGLD 'HYHORSPHQW
$XWKRULW\� WR GHYHORS D SURRI�RI�FRQFHSW .<& XWLOLW\ RQ D EORFNFKDLQ SODWIRUP�
,G� 7KH SURWRW\SH VXFFHVVIXOO\ SDVVHG WKH 0RQHWDU\ $XWKRULW\ RI 6LQJDSRUH·V
WHVW VFHQDULRV� ,G� ´,Q DGGLWLRQ WR VWDELOLW\� HIILFLHQF\ DQG VHFXULW\� WKH SODW�
IRUP FRXOG UHVXOW LQ HVWLPDWHG FRVW VDYLQJV RI ����� SHUFHQW E\ UHGXFLQJ GX�
SOLFDWLRQ DQG SURYLGLQJ D FOHDU DXGLW WUDLO�µ ,G�
���� ,G� DW ��
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PHGLD KRXVHV� MXGLFLDO ERGLHV� EDQNV DQG FRUSRUDWH >LQVWLWX�
WLRQV@µ FDQ XSORDG DQG UHWULHYH GDWD DW UHDO WLPH VSHHGV����
.<& SURWRFROV DUH MXVW RQH RI PDQ\ SURDFWLYH PHDVXUHV FRP�

SDQLHV FDQ WDNH LQ RUGHU WR HQVXUH LQYHVWRU VHFXULW\� KRZHYHU�
DV VWDWHG DERYH� WKHUH DUH OLPLWDWLRQV DQG FRQFHUQV UHYROYLQJ
DURXQG .<& DQG LWV LPSOHPHQWDWLRQV� ,Q JHQHUDO� WKHVH DUH
PHDVXUHV WKDW JRYHUQPHQWV VKRXOG UHTXLUH FRPSDQLHV WR SUDF�
WLFH� EXW� LQ DGGLWLRQ� JRYHUQPHQWV QHHG WR WDNH D VWURQJ VWDQFH
RQ ZKDW H[DFWO\ D FU\SWRFXUUHQF\ LV ZLWK UHJDUGV WR LWV SODFH
ZLWKLQ ILQDQFLDO PDUNHWV� *RYHUQPHQWV DURXQG WKH ZRUOG KDYH
UHVSRQGHG WR WKLV TXHVWLRQ LQ WKH IRUP RI UHJXODWLRQV� KRZHYHU�
JRYHUQPHQW LQWHUYHQWLRQ KDV KDG LWV IDLU VKDUH RI QHJDWLYH FRQ�
VHTXHQFHV DV WKH HQVXLQJ VHFWLRQ ZLOO GLVFXVV LQ GHSWK� $Q LP�
SRUWDQW FRQVLGHUDWLRQ WR NHHS LQ PLQG WKURXJKRXW WKH IROORZLQJ
VHFWLRQ LV ZKHWKHU WKH JRYHUQPHQW VKRXOG EH WKH HQWLW\ WR OHJLV�
ODWH� FRQWURO� DQG HQIRUFH WKHVH UHJXODWLRQV� RU VKRXOG LW EH D
GLIIHUHQW HQWLW\ HQWLUHO\� RQH WKDW FRPHV IURP LQVLGH WKH FU\SWR�
FXUUHQF\ LQGXVWU\ DQG PDUNHWSODFH�

,9� 7+( 75,$1*/( 2) 5(*8/$7,21
7KH HQVXLQJ VXEVHFWLRQV ZLOO GLVFXVV WKH YDULHG DSSURDFKHV

JRYHUQPHQWV DURXQG WKH ZRUOG KDYH WDNHQ RU SODQ WR WDNH UH�
JDUGLQJ WKH UHJXODWLRQ RI WKH FU\SWRFXUUHQF\ H[FKDQJH DQG� LQ
SDUWLFXODU� WKH ,&2 PDUNHW� 8VLQJ D VFRUH V\VWHP SXW WRJHWKHU
E\ WKH %URRNO\Q /DZ ,QFXEDWRU 	 3ROLF\ FOLQLF �%/,3� VSHDU�
KHDGHG E\ 3URIHVVRU -RQDWKDQ $VNLQ���� WKLV 1RWH ZLOO ILUVW ORRN
WR &KLQD� D JRYHUQPHQW ZLWK OLWWOH LQWHUHVW LQ VXSSRUWLQJ WKH
FU\SWRFXUUHQF\ H[FKDQJH DQG ,&2 PDUNHW� 7KHQ� WKLV VHFWLRQ

���� .<& DQG %ORFNFKDLQ� ),1(;75$ �0DU� ��� ������ KWWSV���ZZZ�ILQH[WUD�
FRP�EORJSRVWLQJ�������N\F�DQG�EORFNFKDLQ�
���� %URRNO\Q /DZ ,QFXEDWRU DQG 3ROLF\ &OLQLF� *OREDO 6SUHDGVKHHW RI
%ORFNFKDLQ 5HJXODWLRQ� KWWSV���GRFV�JRRJOH�FRP�VSUHDGVKHHWV�G��(OM)NTB��LUT
K7:<*]$[0B�Y<�Q1W*VE�Z]�$]WK=D(�HGLW�JLG �� �ODVW YLVLWHG -DQ� ���
����� >KHUHLQDIWHU %/,3 6SUHDGVKHHW@� 7KH VSUHDGVKHHW EUHDNV GRZQ WKH DS�
SURDFK RI WZHQW\ GLIIHUHQW FRXQWULHV DURXQG WKH ZRUOG� ,G� 7KH VSUHDGVKHHW
UDWHV HDFK FDWHJRU\ RXW RI ILYH� ZLWK RQH EHLQJ XQVXSSRUWLYH DQG ILYH EHLQJ
YHU\ VXSSRUWLYH� ,G� 7KH IRXU FDWHJRULHV DUH ´3ROLF\�µ ´3ULRULW\�µ ,PSOHPHQWHG
5HJXODWLRQ�µ DQG ´$FWXDO 8VH�µ ,G� $V DQ H[DPSOH� D ILYH IRU ´3ROLF\µ WUDQV�
ODWHV LQWR WKH JRYHUQPHQW IXOO\ HPEUDFLQJ %ORFNFKDLQ WHFKQRORJ\ DQG FRPSD�
QLHV WKDW XVH LW �L�H�� FU\SWRFXUUHQF\ FRPSDQLHV�� D RQH UHSUHVHQWV WKDW WKH
JRYHUQPHQW HLWKHU KDV UHVWULFWLRQV LQ SODFH RU WKH WHFKQRORJ\ LV EDQQHG FRP�
SOHWHO\� ,G� $IWHU D VFRUH LV JLYHQ IRU HDFK FDWHJRU\� DQ DYHUDJH VFRUH LV EURNHQ
GRZQ� ,G�
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ZLOO GLVFXVV WKH 8QLWHG 6WDWHV� ZKLFK VKRZV D VWURQJHU LQWHUHVW
LQ VXSSRUWLQJ WKH PDUNHW DQG LQFUHDVLQJ LWV GRPHVWLF DFWLYLW\�
)LQDOO\� WKLV VHFWLRQ ZLOO FRQFOXGH ZLWK 6ZLW]HUODQG� D FRXQWU\
YHU\ LQWHUHVWHG LQ VXSSRUWLQJ WKH FU\SWRFXUUHQF\ ZRUOG E\ FUH�
DWLQJ D VDIH KDYHQ IRU FU\SWRFXUUHQF\ FRPSDQLHV� 7KLV FRPSDU�
DWLYH DQDO\VLV ZLOO IRFXV RQ WKUHH GLIIHUHQW DUHDV RI WKH UHJXOD�
WRU\ VSHFWUXP WR JLYH D JHQHUDO SHUVSHFWLYH RQ WKH UHJXODWLRQ RI
FU\SWRFXUUHQF\ DQG %ORFNFKDLQ WHFKQRORJ\�

$� &KLQD� �������

,Q 6HSWHPEHU ����� &KLQD GHFODUHG DQ DOO�RXW EDQ RQ WKH VDOH
RI ,&2V DQG GHQLHG DFFHVV WR FU\SWRFXUUHQF\ ZHEVLWHV QDWLRQ�
ZLGH���� &KLQD·V PDLQ FRQFHUQ LQ HVWDEOLVKLQJ DQG PDLQWDLQLQJ
WKLV EDQ KDV EHHQ WKH SRVVLEOH EXEEOH WKDW PD\ IRUP JLYHQ WKDW
WKH LQGXVWU\ LV PXVKURRPLQJ��� DW DQ DODUPLQJ UDWH���� :LWK
WKH FUD]H RI IXQGUDLVLQJ WKURXJK ,&2V DQG WKH DFFRPSDQ\LQJ
FU\SWRFXUUHQF\ PDUNHWSODFH� &KLQD IHDUV WKDW WKLV LQGXVWU\ LV
XQVXVWDLQDEOH LQ LWV FXUUHQW IRUP���� 7KLV SUDFWLFDEOH FRQFHUQ�
DORQJVLGH &KLQD·V ORQJVWDQGLQJ SROLWLFDO DJHQGD� SUHVHQWV D EL�
DV RI QHJDWLYLW\ WRZDUGV D PDUNHWSODFH WKDW RWKHUZLVH LV JUHHW�
HG ZLWK RSHQ DUPV E\ RWKHU FRXQWULHV����

�� &U\SWRFXUUHQFLHV DQG ,&2V 7KUHDWHQ &KLQD·V &HQWUDOL]HG
*RYHUQPHQWDO ,GHDOV

,W LV UHOHYDQW WR FRQVLGHU WKH FRPPXQLVW LGHDOV RI WKH &KLQHVH
JRYHUQPHQW LQ DQDO\]LQJ LWV DSSURDFK WR FU\SWRFXUUHQFLHV���� $
GHFHQWUDOL]HG LQGXVWU\ UXQV FRQWUDU\ WR PDQ\ RI WKH FRUH EHOLHIV
RI WKH KHDYLO\ FHQWUDOL]HG &KLQHVH JRYHUQPHQW���� ,Q -DQXDU\
����� &KLQD·V &RPPXQLVW 3DUW\ SDSHU VWDWHG� ´>L@UUHVSHFWLYH RI
ZKHWKHU LW LV DVVHVVHG RQ SULFH RU YDOXH� ELWFRLQ LV IORRGHG ZLWK

���� ,G�
���� 5D]D� VXSUD QRWH ���
���� $FFRUGLQJ WR WKH 0HUULDP�:HEVWHU GLFWLRQDU\� ´PXVKURRPµ XVHG DV D
YHUE PHDQV ´WR ZHOO XS DQG VSUHDG RXW ODWHUDOO\ IURP D FHQWUDO VRXUFH�µ ´WR
VSULQJ XS VXGGHQO\ RU PXOWLSO\ UDSLGO\�µ 0XVKURRP� 0(55,$0�:(%67(5·6
',&7,21$5<� DYDLODEOH DW KWWSV���ZZZ�PHUULDP�ZHEVWHU�FRP�GLFWLRQDU\�PXVK
URRP �ODVW YLVLWHG -DQ� ��� ������
���� 5D]D� VXSUD QRWH ��� DW ��
���� 6HH JHQHUDOO\ LG�
���� ,G�
���� ,G�
���� ,G�
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IURWK� LWV VR�FDOOHG DGYDQWDJHV ² VFDUFLW\� DXWKHQWLFLW\� VWURQJ
OLTXLGLW\� WUDQVSDUHQF\ DQG GHFHQWUDOL]DWLRQ ² DUH RQO\ FRYHUV
IRU VSHFXODWLRQ DQG FDQQRW VXSSRUW LWV YRODWLOH SULFH�µ��� )XU�
WKHU� &KLQD KDV VRXJKW WR PLQLPL]H WKH RXWIORZ RI &KLQHVH
PRQH\ DZD\ IURP LWV JRYHUQPHQW DQG FLWL]HQV���� :LWKRXW FRP�
SOHWH FRQWURO RYHU D VHFWRU RI LWV ILQDQFLDO LQGXVWU\� &KLQD·V FRQ�
WURO DQG SRZHU LV WKUHDWHQHG���� 0DUN 0F)DUODQG� &KLHI (FRQ�
RPLVW DW 8QLRQ %DQFDLUH 3ULYHH 6$ +.� DUJXHG WKDW WKH EDQ RQ
WKH FU\SWRFXUUHQF\ PDUNHWSODFH VXJJHVWV WKDW WKLV LV MXVW WKH
EHJLQQLQJ RI D FRQWLQXRXV VWURQJKROG RQ ILQDQFLDO DFWLYLWLHV
RXWVLGH RI WKH ´QRUPDO PRQHWDU\ UHDOP�µ���
,Q ODWH ����� UXPRUV FLUFXODWHG DERXW &KLQD OLIWLQJ WKH EDQ RQ

WKH PDUNHWSODFH� WKRXJK WKH\ KDG OLWWOH FUHGLELOLW\���� &U\SWR�
FXUUHQF\�IRFXVHG SXEOLFDWLRQV UHOHDVHG FHUWDLQ VWRULHV FODLPLQJ
WKDW &KLQD KDG OLIWHG WKH EDQ� EXW WKHVH DVVHUWLRQV ZHUH D PLV�
UHSUHVHQWDWLRQ RI D FRXUW UXOLQJ LQ WKH 6KHQ]KHQ &RXUW RI ,Q�
WHUQDWLRQDO $UELWUDWLRQ���� ,Q IDFW� WKH WUDGLQJ RI FU\SWRFXUUHQ�
FLHV DQG IXQGUDLVLQJ WKURXJK ,&2V DUH VWULFWO\ SURKLELWHG��� DV
RI ODWH �������� 5HSRUWV VXFK DV WKHVH FDQ EH D SUREOHP IRU LP�
SDWLHQW LQYHVWRUV���� 7KH\ FUHDWH DQ XQIRXQGHG RSWLPLVP LQ WKH
VKRUW�WHUP WKDW KDV VHYHUH FRQVHTXHQFHV RQ WKH PDUNHW E\ LQ�

���� 6LGQH\ /HQJ� &KLQD·V &RPPXQLVW 3DUW\ 3DSHU >3HRSOHV 'DLO\@ %DVKHV
%LWFRLQ %XW 6WLOO 1R 6LJQ RI ´%XEEOHµ %XUVWLQJ� 6287+ &+,1$ 0251,1* 3267
�-DQ� �� ����� ����� 30�� KWWSV���ZZZ�VFPS�FRP�QHZV�FKLQD�HFRQRP\�DUWLFOH�
��������FKLQDV�FRPPXQLVW�SDUW\�SDSHU�EDVKHV�ELWFRLQ�VWLOO�QR�VLJQ�EXEEOH�
���� %ORRPEHUJ� 7KLV LV +RZ &KLQD LV 6WLIOLQJ &U\SWRFXUUHQF\ DQG %LWFRLQ�
)25781( �-DQ� ��� ����� ����� $0 (67�� KWWS���IRUWXQH�FRP������������FKLQD�
ELWFRLQ�FU\SWRFXUUHQF\�FUDFNGRZQ��
���� ,G�
���� ,G�
���� -RVHSK <RXQJ� 1R &KLQD +DV 1RW /HJDOL]HG 1RU 3XW $Q (QG 7R %LWFRLQ
%DQ� ,QDFFXUDWH 5HSRUWV� &5<3726/$7( �1RY� �� ����� ���� $0 87&�� KWWSV���
FU\SWRVODWH�FRP�QR�FKLQD�KDV�QRW�OHJDOL]HG�QRU�SXW�DQ�HQG�WR�ELWFRLQ�EDQ�
LQDFFXUDWH�UHSRUWV��
���� ,G�
���� <RXQJ� VXSUD QRWH ����
���� 6HH JHQHUDOO\ $GULDQ =PXG]LQVNL� &KLQD·V &UDFNGRZQ RQ &U\SWRFXU�
UHQF\ 7UDGLQJ� $ ���� 5HFDS� &2,17(/(*5$3+ �'HF� ��� ������ KWWSV���FRLQ
WHOHJUDSK�FRP�QHZV�FKLQDV�FUDFNGRZQ�RQ�FU\SWRFXUUHQF\�WUDGLQJ�D������
UHFDS� VHH DOVR =KHSLQJ +XDQJ 	 2OJD .KDULI� $OO <RX 1HHG WR .QRZ $ERXW
&KLQD·V /DWHVW &U\SWR &UDFNGRZQ� %/220%(5* �1RY� ��� ����� ����� $0
(67�� KWWSV���ZZZ�EORRPEHUJ�FRP�QHZV�DUWLFOHV������������DOO�\RX�QHHG�WR�
NQRZ�DERXW�FKLQD�V�ODWHVW�FU\SWR�FUDFNGRZQ�
���� <RXQJ� VXSUD QRWH ����
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FLWLQJ SHRSOH WR LQYHVW LQ D PDUNHW WKDW ZLOO QRW VHH UHWXUQV LQ
WKH QHDU IXWXUH� RU SRVVLEO\ HYHU� ZLWKLQ &KLQD·V ERUGHUV����

�� &KLQD LV 1RW 2SSRVHG WR ,QWHJUDWLQJ %ORFNFKDLQ 7HFKQRORJ\
$OWKRXJK &KLQD LV GHWHUPLQHG WR NHHS FU\SWRFXUUHQF\ H[�

FKDQJHV DQG ,&2 LVVXDQFHV VL[ IHHW XQGHU� WKH WHFKQRORJ\ EH�
KLQG WKH LQGXVWU\ FDQ SURYLGH FOHDU DGYDQWDJHV WR JURZ &KLQD·V
LQGXVWULHV� DGYDQFH LWV HFRQRPLF SRVLWLRQ LQ WKH ZRUOG� DQG
PRGHUQL]H LWV ILQDQFLDO V\VWHPV� DOO LQ DQ HIIRUW WR EHFRPH WKH
ZRUOG OHDGHU LQ %ORFNFKDLQ WHFKQRORJ\���� &KLQD LV FXUUHQWO\
DWWHPSWLQJ WR LQWHJUDWH %ORFNFKDLQ LQWR LWV JRYHUQPHQWDO LQIUD�
VWUXFWXUH� VSHQGLQJ DSSUR[LPDWHO\ ����� PLOOLRQ VLQFH ����� DV
RI ODWH �������� ,W LV FOHDU WKDW &KLQD KDV EHHQ HQGRUVLQJ %ORFN�
FKDLQ LQ UHFHQW \HDUV DQG KDV SODFHG WKH WHFKQRORJ\ DW WKH IRUH�
IURQW RI LWV WHFKQRORJLFDO DGYDQFHPHQWV���� ,QGHHG� LQ $XJXVW
����� WKH &KLQHVH JRYHUQPHQW DQQRXQFHG SODQV WR XVH %ORFN�
FKDLQ WR FROOHFW WD[HV DQG LVVXH HOHFWURQLF LQYRLFHV���� ([DFWO\
RQH \HDU ODWHU� LQ $XJXVW ����� &KLQD LVVXHG LWV ILUVW GLJLWDO LQ�
YRLFH RQ WKH %ORFNFKDLQ LQ 6KHQ]KHQ���� $V RI ODWH ����� &KLQD

���� ,G�
���� 6KHQ :HQKRD� &U\SWRFXUUHQF\ /DZV DQG 5HJXODWLRQV LQ &KLQD� $6,$
%86� /� -� �-XO\ ��� ������ KWWSV���ZZZ�YDQWDJHDVLD�FRP�FU\SWRFXUUHQF\�ODZ�
FKLQD��
���� (YHO\Q &KHQJ� &KLQD &ODPSV 'RZQ RQ &U\SWRFXUUHQF\ 6SHFXODWLRQ�
&1%& �6HSW� �� ����� ���� $0�� KWWSV���ZZZ�FQEF�FRP������������FKLQD�
FODPSV�GRZQ�RQ�FU\SWRFXUUHQF\�VSHFXODWLRQ�KWPO�
���� :HQKRD� VXSUD QRWH ����
���� &KLQD :LOO ([SHULPHQW :LWK 8VLQJ %ORFNFKDLQ 7R &ROOHFW 7D[HV� 0,7
7(&+� 5(9� �$XJ� �� ������ KWWSV���ZZZ�WHFKQRORJ\UHYLHZ�FRP�WKH�GRZQORDG�
�������FKLQD�ZLOO�H[SHULPHQW�ZLWK�XVLQJ�EORFNFKDLQ�WR�FROOHFW�WD[HV��
���� $OWKRXJK WKH &KLQHVH JRYHUQPHQW KDV WDNHQ D VWURQJ VWDQFH DJDLQVW
WKH WUDGLQJ RI FU\SWRFXUUHQFLHV� LWV RSHQ�DUPV SROLF\ ZLWK UHJDUGV WR %ORFN�
FKDLQ WHFKQRORJ\ FRPHV DV QR VXUSULVH JLYHQ WKH SRWHQWLDO RI WKH VHDPOHVV
SODWIRUP� &KLQD KDV XVHG WKLV WHFKQRORJ\ WR LVVXH HOHFWURQLF LQYRLFHV DQG FRO�
OHFW WD[HV IURP WKH FRQVXPHU SXEOLF�

((2 >ORFDO QHZV SODWIRUP LQ 6KHQ]KHQ@ UHSRUWV WKDW WKH GH�
EXW LQYRLFH ZDV LVVXHG $XJXVW �� E\ D ORFDO 6KHQ]KHQ UHV�
WDXUDQW� 6HYHUDO RWKHU ORFDO PHUFKDQWV KDYH DOUHDG\ EHHQ
JLYHQ DFFHVV WR WKH V\VWHP� LQFOXGLQJ D SDUNLQJ ORW� DXWR UH�
SDLU VKRS� DQG FDIH� 7KH V\VWHP DOORZHG IRU D FRQVXPHU
SD\PHQW YLD :H&KDW WR JHQHUDWH DQ LQYRLFH WKDW ZRXOG EH
HOLJLEOH IRU LQVSHFWLRQ DQG PDQDJHPHQW E\ WD[ DXWKRULWLHV�
&DL <XQJH� JHQHUDO PDQDJHU RI EORFNFKDLQ DW 7HQFHQW� LV
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KDV EHHQ VWLUULQJ WKH SRW ZLWK QHZV RI LWV RZQ HOHFWURQLF FXU�
UHQF\� DPSOLI\LQJ LWV HIIRUWV DV D GLUHFW UHVSRQVH WR )DFHERRN·V
RZQ FXUUHQF\� /LEUD����

%� 8QLWHG 6WDWHV RI $PHULFD� �������

7KH 8QLWHG 6WDWHV KDV LQWHQWLRQDOO\ VWDOOHG WKH SURPXOJDWLRQ
RI D SURSHU UHJXODWRU\ VFKHPH IRU FU\SWRFXUUHQFLHV DQG ,&2V�
$W WKH HQG RI ����� WKH 86 ZDV UDQNHG QXPEHU RQH ZKHQ LW
FDPH WR UDLVLQJ IXQGV WKURXJK ,&2V� EXW VLQFH WKHQ LW KDV
GURSSHG RII���� $W WKLV SRLQW� ZLWK 6ZLW]HUODQG PDNLQJ VLJQLIL�
FDQW DGYDQFHPHQWV WRZDUG D UHJXODWRU\ VFKHPH WKDW ZRXOG DO�
ORZ IRU FRPSDQLHV WR IHHO PRUH FRPIRUWDEOH LQYHVWLQJ� WKH 8QLW�
HG 6WDWHV KDV IDFHG PRUH SUHVVXUH WR LPSOHPHQW FRQFUHWH UHJX�
ODWLRQV LQ RUGHU WR VWD\ ZLWK WKH SDFN����
$W WKH IRUHIURQW RI FU\SWRFXUUHQF\ UHJXODWLRQ LV &RQJUHVVPDQ

:DUUHQ 'DYLGVRQ� D 5HSXEOLFDQ UHSUHVHQWDWLYH IURP 2KLR����
'DYLGVRQ LV DGDPDQW DERXW FUHDWLQJ VRPH VWUXFWXUH WR GHDO
ZLWK FU\SWRFXUUHQFLHV DQG WKDW WKHUH QHHGV WR EH D GHILQLWLYH
GHILQLWLRQ DV WR ZKHUH FU\SWRFXUUHQFLHV IDOO ZLWKLQ WKH ILQDQFLDO
VFKHPH���� 7KH ELJJHVW TXHVWLRQ WKDW DULVHV LV ZKHWKHU FU\SWR�
FXUUHQFLHV IDOO ZLWKLQ WKH 6HFXULWLHV DQG ([FKDQJH &RPPLV�
VLRQ·V �6(&� MXULVGLFWLRQ DV D VHFXULW\ RU XQGHU WKH &RPPRGLW\
)XWXUHV 7UDGLQJ &RPPLVVLRQ·V �&7)&� MXULVGLFWLRQ DV D FRP�

TXRWHG E\ ((2 DV VD\LQJ WKDW WKH QHZ V\VWHP DFKLHYHV D
IULFWLRQOHVV OLQN EHWZHHQ FRQVXPHU VFHQDULRV DQG WD[ VHU�
YLFHV�

0DULH +XLOOHW� &KLQD ,VVXHV )LUVW 7D[ $XWKRULW\ $SSURYHG ,QYRLFH 2Q %ORFN�
FKDLQ� &2,17(/(*5$3+ �$XJ� ��� ������ KWWSV���FRLQWHOHJUDSK�FRP�QHZV�FKLQD�
LVVXHV�ILUVW�WD[�DXWKRULW\�DSSURYHG�LQYRLFH�RQ�EORFNFKDLQ�
���� 6HH JHQHUDOO\ 5D\PRQG =KRQJ� &KLQD·V &U\SWRFXUUHQF\ 3ODQ +DV D
3RZHUIXO 3DUWQHU� %LJ %URWKHU� 1�<� 7,0(6 �2FW� ��� ������ KWWSV���ZZZ�
Q\WLPHV�FRP������������WHFKQRORJ\�FKLQD�FU\SWRFXUUHQF\�IDFHERRN�OLEUD�KWPO�
���� %/,3 6SUHDGVKHHW� VXSUD QRWH ����
���� 5DOSK $WNLQV� 6ZLW]HUODQG (PEUDFHV &U\SWRFXUUHQF\ &XOWXUH� ),1�
7,0(6 �-DQ� ��� ������ KWWSV���ZZZ�IW�FRP�FRQWHQW�F����HI��II�����H��������F
�DG�G�F�E��
���� ,G�� VHH DOVR .DWH 5RRQH\� &U\SWR ,QGXVWU\ /HDGHUV :DUQ &RQJUHVV�
)LJXUH RXW 5HJXODWLRQ� RU :DWFK ,QQRYDWLRQ /HDYH WKH 8�6�� &1%& �6HSW� ���
����� ����� 30�� KWWSV���ZZZ�FQEF�FRP������������FU\SWR�OHDGHUV�WR�FRQJUHVV
�ILJXUH�RXW�UHJXODWLRQ�RU�LQQRYDWLRQ�OHDYHV�KWPO�
���� 5RRQH\� VXSUD QRWH ����
���� ,G�
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PRGLW\���� $V 'DYLGVRQ SRVLWHG� ´ZH >VKRXOG QRW@ VWDUW OHJLVODW�
LQJ EHIRUH ZH VWDUW OLVWHQLQJ�µ��� 'DYLGVRQ·V JRDO LV WR SUHVHQW
OHJLVODWLRQ WKDW FDQ FODVVLI\ ´8WLOLW\ 7RNHQVµ DV WKHLU RZQ FDWH�
JRU\� VLPLODU WR 6ZLW]HUODQG� DQG DOORZ IRU WKH LQGXVWU\ WR JURZ
LQ WKH 8QLWHG 6WDWHV DQG DYRLG EHLQJ KLQGHUHG E\ D PDVV H[R�
GXV RI FRPSDQLHV IOHHLQJ WR PRUH DFFRPPRGDWLQJ FRXQWULHV����
,Q ODWH 'HFHPEHU ����� 'DYLGVRQ� DORQJ ZLWK &RQJUHVVPDQ

'DUUHQ 6RWR���� ILOHG D ELOO NQRZQ DV WKH 7RNHQ 7D[RQRP\ $FW
RI �������� 7KH ELOO VHHNV WR H[FOXGH GLJLWDO WRNHQV IURP EHLQJ
FDWHJRUL]HG DV D VHFXULW\ DQG� PRVW LPSRUWDQWO\� HOXFLGDWHV WKDW
D GLJLWDO WRNHQ LV QRW D ´UHSUHVHQWDWLRQ RI D ILQDQFLDO LQWHUHVW LQ
D FRPSDQ\�µ��� $V 'DYLGVRQ VDLG�

7KLV ELOO SURYLGHV WKH FHUWDLQW\ $PHULFDQ PDUNHWV QHHG
WR FRPSHWH ZLWK 6LQJDSRUH� 6ZLW]HUODQG� DQG RWKHUV ZKR
DUH DJJUHVVLYHO\ JURZLQJ WKHLU EORFNFKDLQ HFRQRPLHV � � �
>W@R EH FHUWDLQ� WKHUH ZLOO EH RWKHU UHJXODWRU\ LQLWLDWLYHV
DW VRPH SRLQW� EXW WKLV OHJLVODWLRQ LV DQ HVVHQWLDO ILUVW
VWHS WR NHHSLQJ WKLV PDUNHW DOLYH LQ WKH 8QLWHG
6WDWHV����

,Q $SULO ����� WKH 7RNHQ 7D[RQRP\ $FW ZDV UHLQWURGXFHG E\
WKH +RXVH RI 5HSUHVHQWDWLYHV� DQG LW FRQWLQXHV WR WDNH D VWURQJ
VWDQFH DJDLQVW FU\SWRFXUUHQFLHV EHLQJ FODVVLILHG DV VHFXULWLHV����
&XUUHQWO\� WKH 6(& FODVVLILHV FU\SWRFXUUHQFLHV DV DVVHWV VXE�

MHFW WR VHFXULWLHV ODZV� DQG� IXUWKHU� WKH ,QWHUQDO 5HYHQXH 6HU�
YLFH UHFRJQL]HV FU\SWRFXUUHQF\ JDLQV DV D FDSLWDO WD[ JDLQ WKDW

���� ,G�
���� ,G�
���� ,G�
���� (OHFWHG LQ ����� 'DUUHQ 6RWR LV D GHPRFUDWLF FRQJUHVVPDQ ZKR UHSUH�
VHQWV )ORULGD·V 1LQWK &RQJUHVVLRQDO 'LVWULFW� $ERXW� '$55(1 6272� KWWSV���
VRWR�KRXVH�JRY�DERXW �ODVW YLVLWHG $SU� ��� ������
���� 6WDQ +LJJLQV� 8�6� /DZPDNHUV )LOH %LOO WR ([HPSW &U\SWRFXUUHQFLHV
IURP 6HFXULWLHV /DZV� &2,1'(6. �'HF� ��� ����� ���� 30�� KWWSV���ZZZ�FRLQ
GHVN�FRP�XV�ODZPDNHUV�ILOH�ELOO�WR�H[HPSW�FU\SWRFXUUHQFLHV�IURP�VHFXULWLHV�
ODZV�
���� ,G�
���� ,G�
���� $QD $OH[DQGUH� 86 /HJLVODWRUV 5HLQWURGXFH 7RNHQ 7D[RQRP\ $FW WR
([FOXGH &U\SWR )URP 6HFXULWLHV /DZV� &2,17(/(*5$3+ �$SU� ��� ������
KWWSV���FRLQWHOHJUDSK�FRP�QHZV�XV�OHJLVODWRUV�UHLQWURGXFH�WRNHQ�WD[RQRP\�
DFW�WR�H[FOXGH�FU\SWR�IURP�VHFXULWLHV�ODZV�
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LV VXEMHFW WR WD[DWLRQ���� 7KH RQO\ WZR FU\SWRFXUUHQFLHV WKDW IDOO
ZLWKLQ WKH &7)&·V MXULVGLFWLRQ DUH %LWFRLQ DQG (WKHU� DOO RWKHU
FRLQV IDOO XQGHU WKH 6(& DQG DUH WUHDWHG DV VHFXULWLHV���� ,W LV
TXLWH FOHDU WKDW WKH 8QLWHG 6WDWHV UHPDLQV XQFHUWDLQ DV WR KRZ
WR PDLQWDLQ WKH LQGXVWU\ GRPHVWLFDOO\ ZKLOH SURWHFWLQJ FRQ�
VXPHUV DQG LQYHVWRUV IURP SRWHQWLDO IUDXG DQG LOOLFLW EHKDYLRU�
KRZHYHU� LW VHHPV DV WKRXJK WKH 8QLWHG 6WDWHV LV ORRNLQJ WR EH
PRUH RI D IULHQG WKDQ D IRH WRZDUGV FU\SWRFXUUHQFLHV DQG ,&2V�

&� 6ZLW]HUODQG� �������

=XJ� 6ZLW]HUODQG³QLFNQDPHG WKH ´&U\SWR 9DOOH\µ³ KDV WDN�
HQ VLJQLILFDQW VWULGHV WRZDUG KHOSLQJ 6ZLW]HUODQG EHFRPH WKH
´&\SWR 1DWLRQ�µ��� 6ZLW]HUODQG KDV EHHQ D VLJQLILFDQW SOD\HU LQ
WKH FU\SWRFXUUHQF\ PDUNHW IRU \HDUV� SDUWLFXODUO\ GXULQJ WKH
,&2 FUD]H WKURXJKRXW �������� 2I WKH WHQ PRVW SURILWDEOH ,&2V
ODXQFKHG EHWZHHQ -DQXDU\ DQG 2FWREHU ����� 6ZLW]HUODQG KDG
UDLVHG ���� PLOOLRQ IRU WKRVH WHQ ,&2V� ZLWK WKH 8QLWHG 6WDWHV
UDLVLQJ ���� PLOOLRQ DQG 6LQJDSRUH UDLVLQJ ���� PLOOLRQ����
6ZLW]HUODQG� D FRXQWU\ ZLWK D VSRLOHG UHSXWDWLRQ GXH WR SDVW
VFDQGDOV RYHU LWV SULYDWH EDQNV KHOSLQJ ZHDOWK\ FOLHQWV HYDGH
WD[HV� KDV VHL]HG DQ RSSRUWXQLW\ WR WDNH DGYDQWDJH RI DQ LQGXV�
WU\ WKDW FDQ UHWXUQ D SRVLWLYH UHSXWDWLRQ WR WKHLU ILQDQFLDO LQ�
GXVWU\���� $FFRUGLQJ WR 2OLYHU %XVVPDQ� 3UHVLGHQW RI &U\SWR
9DOOH\ $VVRFLDWLRQ���� 6ZLW]HUODQG·V JRDO LV WR DYRLG WKH VDPH

���� $GULDQ =PXG]LQVNL� 8�6� &RQJUHVVPDQ $QQRXQFHV 3ODQV IRU )HGHUDO
&U\SWRFXUUHQF\ DQG ,&2 5HJXODWLRQ� &2,17(/(*5$3+ �'HF� �� ������ KWWSV���
FRLQWHOHJUDSK�FRP�QHZV�UHSRUW�XV�FRQJUHVVPDQ�DQQRXQFHV�SODQV�IRU�IHGHUDO�
FU\SWRFXUUHQF\�DQG�LFR�UHJXODWLRQ�
���� .DWH 5RRQH\� %LSDUWLVDQ /DZPDNHUV 6HHN &U\SWRFXUUHQF\ 5XOHV WR 3UR�
WHFW &RQVXPHUV DQG .HHS WKH 8�6� &RPSHWLWLYH� &1%& �'HF� �� ����� �����
$0�� KWWSV���ZZZ�FQEF�FRP������������ELSDUWLVDQ�ODZPDNHUV�VHHN�FU\SWRFXUU
HQF\�UXOHV�WR�NHHS�XV�FRPSHWLWLYH��KWPO�
���� %/,3 6SUHDGVKHHW� VXSUD QRWH ����
���� $WNLQV� VXSUD QRWH ����
���� ,G�
���� ,G�
���� 6DQ\D .KHWDQL� :KDW 1H[W" 7KH ,QFUHGLEOH +LVWRU\ RI 6HFUHWLYH 6ZLVV
EDQNLQJ� %86� ,16,'(5 �)HE� �� ����� ���� 30�� KWWSV���ZZZ�EXVLQHVVLQVLGHU�
FRP�VZLVV�EDQNLQJ�SULYDF\�VHFUHW��������
���� &U\SWR 9DOOH\ $VVRFLDWLRQ ZDV HVWDEOLVKHG LQ =XJ LQ ���� ZLWK WKH H[�
SOLFLW DLP RI GUDZLQJ VWDUWXSV LQYROYHG LQ YLUWXDO FXUUHQF\ WHFKQRORJLHV� FUHD�
WLRQ DQG WUDGLQJ WR WRZQ� 6ZLW]HUODQG DW (SLFHQWUH RI &U\SWRFXUUHQF\ 5HYROX�
WLRQ� 3+<6 25* �0DU� ��� ������ KWWSV���SK\V�RUJ�QHZV���������VZLW]HUODQG�
HSLFHQWUH�FU\SWRFXUUHQF\�UHYROXWLRQ�KWPO�
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PLVWDNHV E\ EHLQJ VHQVLWLYH WR .<& DQG $QWL�0RQH\ /DXQGHU�
LQJ �$0/� SURWRFROV���� -|UJ *DVVHU� 6WDWH 6HFUHWDU\ DW WKH
6ZLVV )LQDQFH 0LQLVWU\� KDV H[SUHVVHG FRQFHUQ WKDW WKH PDUNHW
LV QRW GLVFLSOLQHG \HW� XUJLQJ WKH VWDWH WR EH FDUHIXO QRW WR WDU�
QLVK WKH LQWHJULW\ RI 6ZLW]HUODQG·V ILQDQFLDO PDUNHWV����

�� ),10$ DQG LWV ´)RUZDUG�/RRNLQJµ 5HJXODWRU\ 6FKHPH
2Q )HEUXDU\ ��� ����� WKH 6ZLVV )LQDQFLDO 0DUNHW 6XSHUYL�

VRU\ $XWKRULW\ �),10$�� SXEOLVKHG JXLGHOLQHV IRU WKH RIIHULQJ
RI ,&2V XQGHU 6ZLW]HUODQG·V .<&� $0/� DQG VHFXULWLHV ODZV����
7KH SUHVV UHOHDVH LV PHUHO\ D VHW RI JXLGHOLQHV WKDW PXVW EH IRO�
ORZHG� EXW LW LV QRW DQ ,&2 VSHFLILF UHJXODWLRQ DQG� DGGLWLRQDOO\�
WKHUH LV QR UHOHYDQW FDVH ODZ RU OHJDO GRFWULQH���� ,Q RWKHU
ZRUGV� JLYHQ WKDW 6ZLVV ILQDQFLDO PDUNHW ODZ GRHV QRW HQFRP�
SDVV VSHFLILF SURYLVLRQV JRYHUQLQJ WKH WUDGH RI YLUWXDO FXUUHQ�
FLHV� ),10$ PD\ VWLOO UHTXLUH WKH RUJDQL]DWLRQ WR DFTXLUH DS�
SURYDO RU DXWKRUL]DWLRQ IURP ),10$���� )XUWKHU� ),10$ SODF�
HV WUDGLQJ SODWIRUPV DQG SD\PHQW VHUYLFHV XQGHU WKH VFUXWLQ\
RI WKHLU $QWL�0RQH\ /DXQGHULQJ $FW���� ),10$ KDV VWDWHG WKDW
HDFK ,&2 ZLOO EH GHDOW ZLWK RQ D FDVH�E\�FDVH EDVLV ZLWKLQ WKH
FRQWH[W RI H[LVWLQJ $0/ DQG .<& UHJXODWLRQV� DV WKHVH ODZV
DUH PRVW UHOHYDQW WR ,&2V���� ),10$ &KLHI ([HFXWLYH 2IILFHU
�&(2� 0DUN %UDQVRQ FRPPHQWHG WKDW ´>R@XU EDODQFHG DS�
SURDFK WR KDQGOLQJ ,&2 SURMHFWV DQG HQTXLULHV DOORZV OHJLWL�
PDWH LQQRYDWRUV WR QDYLJDWH WKH UHJXODWRU\ ODQGVFDSH DQG VR
ODXQFK WKHLU SURMHFWV LQ D ZD\ FRQVLVWHQW ZLWK RXU ODZV SURWHFW�
LQJ LQYHVWRUV DQG WKH LQWHJULW\ RI WKH ILQDQFLDO V\VWHP�µ���
),10$ KDV ZHOFRPHG DQ DSSURDFK VLPLODU WR WKDW RI 6LQJD�

SRUH DQG $XVWUDOLD� ZKLFK FRPSDUWPHQWDOL]HV ,&2 WRNHQV LQWR

���� $WNLQV� VXSUD QRWH ����
���� ,G�
���� 6HOYD 2]HOOL� :K\ 6ZLW]HUODQG LV %HFRPLQJ D &U\SWR 1DWLRQ ZLWK D
)ORXULVKLQJ ,&2 0DUNHW� ([SHUW 7DNH� &2,17(/(*5$3+ �)HE� ��� ������
KWWSV���FRLQWHOHJUDSK�FRP�QHZV�ZK\�VZLW]HUODQG�LV�EHFRPLQJ�D�FU\SWR�QDWLRQ�
ZLWK�D�IORXULVKLQJ�LFR�PDUNHW�H[SHUW�WDNH�
���� ),10$ 3XEOLVKHV ,&2 *XLGHOLQHV� ),10$ �)HE� ��� ������ KWWSV���ZZZ�
ILQPD�FK�HQ�QHZV������������������PP�LFR�ZHJOHLWXQJ��
���� )DFW 6KHHW� 9LUWXDO &XUUHQFLHV� ),10$ �-DQ� �� ������ KWWSV���ZZZ�ILQ
PD�FK�HQ�a�PHGLD�ILQPD�GRNXPHQWH�GRNXPHQWHQFHQWHU�P\ILQPD�IDNWHQEOD
HWWHU�IDNWHQEODWW�YLUWXHOOH�ZDHKUXQJHQ�SGI"OD HQ�
���� ,G�
���� ),10$� VXSUD QRWH ����
���� ,G�� VHH DOVR 2]HOOL� VXSUD QRWH ����
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WKUHH FDWHJRULHV� ��� 3D\PHQW 7RNHQV� ��� 8WLOLW\ 7RNHQV� DQG
��� $VVHW 7RNHQV���� *LYHQ LWV FRQFHUQ UHJDUGLQJ DGKHUHQFH WR
$0/ DQG VHFXULWLHV ODZV� ),10$ FODULILHG ZKLFK ´W\SHµ RI WR�
NHQ IDOOV ZLWKLQ WKH ERXQGV RI WKHVH ODZV���� $GGLWLRQDOO\� WKH
SUHVV UHOHDVH DGGHG D VHFWLRQ HQWLWOHG ´,QIRUPDWLRQ WR ,QYHV�
WRUV�µ ZDUQLQJ RI WKH ULVNV DQG YRODWLOLW\ RI WKH ,&2 PDUNHW�
SODFH� DV ZHOO DV WKH OHJDOLW\ UHJDUGLQJ FRQWUDFWV H[HFXWHG YLD
%ORFNFKDLQ WHFKQRORJ\����

���� ),10$ FODULILHV WKH GLVWLQFWLRQV EHWZHHQ SD\PHQW� XWLOLW\� DQG DVVHW
WRNHQ ZLWK UHJDUG WR YDU\LQJ FU\SWRFXUUHQFLHV DV IROORZV�

3D\PHQW WRNHQV DUH V\QRQ\PRXV ZLWK FU\SWRFXUUHQFLHV DQG
KDYH QR IXUWKHU IXQFWLRQV RU OLQNV WR RWKHU GHYHORSPHQW SUR�
MHFWV� 7RNHQV PD\ LQ VRPH FDVHV RQO\ GHYHORS WKH QHFHVVDU\
IXQFWLRQDOLW\ DQG EHFRPH DFFHSWHG DV D PHDQV RI SD\PHQW
RYHU D SHULRG RI WLPH� 8WLOLW\ WRNHQV DUH WRNHQV ZKLFK DUH LQ�
WHQGHG WR SURYLGH GLJLWDO DFFHVV WR DQ DSSOLFDWLRQ RU VHUYLFH�
$VVHW WRNHQV UHSUHVHQW DVVHWV VXFK DV SDUWLFLSDWLRQV LQ UHDO
SK\VLFDO XQGHUO\LQJV� FRPSDQLHV� RU HDUQLQJV VWUHDPV� RU DQ
HQWLWOHPHQW WR GLYLGHQGV RU LQWHUHVW SD\PHQWV� ,Q WHUPV RI
WKHLU HFRQRPLF IXQFWLRQ� WKH WRNHQV DUH DQDORJRXV WR HTXL�
WLHV� ERQGV RU GHULYDWLYHV�

),10$� VXSUD QRWH ����
���� ),10$ FODULILHV WKH GLVWLQFWLRQV EHWZHHQ SD\PHQW� XWLOLW\� DQG DVVHW
WRNHQV ZLWK UHJDUG WR YDU\LQJ ,&2 XVHV DQG RIIHULQJV DV IROORZV�

3D\PHQW ,&2V� )RU ,&2V ZKHUH WKH WRNHQ LV LQWHQGHG WR
IXQFWLRQ DV D PHDQV RI SD\PHQW DQG FDQ DOUHDG\ EH WUDQV�
IHUUHG� ),10$ ZLOO UHTXLUH FRPSOLDQFH ZLWK DQWL�PRQH\
ODXQGHULQJ UHJXODWLRQV� ),10$ ZLOO QRW� KRZHYHU� WUHDW
VXFK WRNHQV DV VHFXULWLHV� 8WLOLW\ ,&2V� 7KHVH WRNHQV GR QRW
TXDOLI\ DV VHFXULWLHV RQO\ LI WKHLU VROH SXUSRVH LV WR FRQIHU
GLJLWDO DFFHVV ULJKWV WR DQ DSSOLFDWLRQ RU VHUYLFH DQG LI WKH
XWLOLW\ WRNHQ FDQ DOUHDG\ EH XVHG LQ WKLV ZD\ DW WKH SRLQW RI
LVVXH� ,I D XWLOLW\ WRNHQ IXQFWLRQV VROHO\ RU SDUWLDOO\ DV DQ LQ�
YHVWPHQW LQ HFRQRPLF WHUPV� ),10$ ZLOO WUHDW VXFK WRNHQV
DV VHFXULWLHV �L�H� LQ WKH VDPH ZD\ DV DVVHW WRNHQV�� $VVHW
,&2V� ),10$ UHJDUGV DVVHW WRNHQV DV VHFXULWLHV� ZKLFK
PHDQV WKDW WKHUH DUH VHFXULWLHV ODZ UHTXLUHPHQWV IRU WUDG�
LQJ LQ VXFK WRNHQV� DV ZHOO DV FLYLO ODZ UHTXLUHPHQWV XQGHU
WKH 6ZLVV &RGH RI 2EOLJDWLRQV �H�J� SURVSHFWXV UHTXLUH�
PHQWV��

,G�
���� ,G�
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6ZLW]HUODQG·V JRDO LV WR RSHQ GRRUV IRU QHZ FU\SWRFXUUHQF\
FRPSDQLHV� LQ D ZD\ PXFK GLIIHUHQW WKDQ WKDW RI &KLQD� \HW
NHHS WKH LQYHVWRUV DQG WKRVH DW ULVN RI ILQDQFLDO KDUP VDIH�
:LWKRXW WKH LQVWLWXWLRQ RI RXWULJKW OHJDO UHJXODWLRQV� ),10$ LV
FUHDWLQJ D QRQ�KRVWLOH HQYLURQPHQW WKDW FDQ DOORZ WKH LQGXVWU\
WR IORXULVK� ,QKLELWLQJ WKH JURZWK RI FU\SWRFXUUHQF\ LV WKH RSSR�
VLWH RI ZKDW RQH ZRXOG H[SHFW RI D JRYHUQLQJ DXWKRULW\ JLYHQ
WKH SRWHQWLDO IRU WKH LQGXVWU\·V SRVLWLYH HFRQRPLF LPSDFW� 0RUH
VR� %ORFNFKDLQ LV D YDOXDEOH WHFKQRORJ\ WKDW PXVW QRW EH RYHU�
ORRNHG� DQG LWV XVHV DUH PRVW QRWLFHDEOH� DW WKLV SRLQW� ZLWKLQ
F\SWRFXUUHQF\�

�� 7KH ([RGXV RI &U\SWRFXUUHQF\ 3URMHFWV IURP WKH &U\SWR 9DO�
OH\ DQG WKH 5HOXFWDQFH RI WKH 6ZLVV 1DWLRQDO %DQN

7KURXJKRXW ����� WKH &U\SWR 9DOOH\ H[SHULHQFHG D QHJDWLYH
UHVSRQVH WR LWV ´UHJXODWLRQV�µ��� $IWHU WZR LPSRUWDQW EDQNV
ZLWKGUHZ IURP =XJ·V VPDOO EXW IORXULVKLQJ FU\SWRFXUUHQF\ LQ�
GXVWU\� LQYHVWRUV� LQGXVWU\ SLRQHHUV� DQG WKH ORFDO JRYHUQPHQW
H[SUHVVHG FRQFHUQ WKDW VXEVHTXHQW FRPSDQ\ H[LWV IURP WKH
´SURPLVHG ODQGµ PD\ WKURZ =XJ RII LWV FXUUHQW SDWK RI EHFRPLQJ
WKH RIILFLDO KRPH RI FU\SWRFXUUHQF\ VWDUW�XSV���� 7KHVH GHSDU�
WXUHV SUHVHQW WKH EHJLQQLQJ RI D WUHQG WKDW KDV WDNHQ EXVLQHVV
WR RWKHU� PRUH OHQLHQW FRXQWULHV� VXFK DV /LHFKWHQVWHLQ� *LEUDO�
WDU� DQG WKH &D\PDQ ,VODQGV����
2QH PDMRU FRQFHUQ LV WKH OLPLWHG DFFHVV WR WKH EDQNLQJ V\V�

WHP ZLWKLQ 6ZLW]HUODQG���� ,Q RUGHU WR NHHS =XJ·V KRSHV DOLYH�
),10$ PXVW WDNH DSSURSULDWH DFWLRQ WR FODULI\ WKH UXOHV WKDW
DSSO\ WR FU\SWRFXUUHQF\ FRPSDQLHV LQ RUGHU IRU VNHSWLFDO EDQNV
WR IHHO PRUH FRPIRUWDEOH RSHQLQJ DFFRXQWV ZLWK WKHVH FRPSD�
QLHV���� (VWDEOLVKLQJ WKH QHFHVVDU\ OHJDO IRXQGDWLRQ IRU EDQNV

���� 6HH JHQHUDOO\ ,UUHUD 	 1HJKDLZL� VXSUD QRWH ���
���� ,G�
���� ,G� DW ��
���� ,G�
���� %DQNV LQ 6ZLW]HUODQG KDYH VKRZQ PDMRU FRQFHUQV UHJDUGLQJ WKH ODFN RI
PRQLWRULQJ DQG UHSRUWLQJ WKDW PDQ\ ,&2 FRPSDQLHV GLVSOD\� 7KHVH DFWLRQV
FDQ QRW RQO\ DIIHFW WKH FRPSDQ\ LWVHOI� EXW WKH EDQNV DVVRFLDWHG ZLWK WKH
FRPSDQ\� DV VHHQ ZLWK =XHUFKHU .DQWRQDOEDQN�

=XHUFKHU .DQWRQDOEDQN �´=.%µ�� WKH IRXUWK ODUJHVW 6ZLVV
EDQN DQG RQH RI WKH IHZ ELJ EDQNV LQ WKH ZRUOG WR ZHOFRPH
LVVXHUV RI FU\SWRFXUUHQFLHV� KDV FORVHG WKH DFFRXQWV RI PRUH
WKDQ �� FRPSDQLHV LQ WKH ODVW \HDU� $ VSRNHVPDQ IRU =.%
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WR IHHO PRUH FRPIRUWDEOH GRLQJ EXVLQHVV ZLWK FU\SWRFXUUHQF\
FRPSDQLHV LV QR HDV\ IHDW���� KRZHYHU� 7KRPDV 0RVHU� D PHP�
EHU RI WKH JRYHUQLQJ ERDUG RI WKH 6ZLVV 1DWLRQDO %DQN �61%��
KDV VDLG WKDW ´>WKH EDQN@ ZRXOG QRW ZDQW WR FORVH WKH GRRU RQ
WKH RSSRUWXQLWLHV WKDW VXFK LQQRYDWLRQ �FU\SWRFXUUHQFLHV� PLJKW
EULQJ�µ���
,Q UHVSRQVH� 6ZLVV )LQDQFH 0LQLVWHU� 8HOL 0DXUHU� LQYLWHG

),10$� WKH 61%� DQG WKH 6ZLVV %DQNHUV $VVRFLDWLRQ WR D
URXQGWDEOH WR GLVFXVV DQG DVVHPEOH D VHW RI SURWRFROV EDQNV FDQ
IROORZ ZKHQ RSHQLQJ DQ DFFRXQW ZLWK D FU\SWRFXUUHQF\ FRPSD�
Q\���� 7KHVH GLVFXVVLRQV ZHUH LQ DGGLWLRQ WR WKH JXLGHOLQHV WKDW
),10$ UHOHDVHG LQ )HEUXDU\ ����� ZKLFK RQO\ FODVVLILHG ,&2V
LQWR FHUWDLQ HQXPHUDWHG FDWHJRULHV���� 0RVW QRWDEO\� LQ �����
6ZLW]HUODQG VDZ LQQRYDWLRQ DQG LQWHJUDWLRQ DW LWV SHDN ZKHQ
´6\JQXP DQG 6(%$ ZHUH DZDUGHG SURYLVLRQDO EDQNLQJ DQG
VHFXULWLHV GHDOHU OLFHQVHV E\ 6ZLW]HUODQG·V ILQDQFLDO UHJXOD�

GHFOLQHG WR FRPPHQW RQ DQ\ IRUPHU RU H[LVWLQJ FOLHQWV UHOD�
WLRQVKLSV� EXW VDLG WKH EDQN GRHV QRW GR EXVLQHVV ZLWK DQ\
FU\SWRFXUUHQF\ JURXSV« 6ZLVV EDQNV DUH ZRUULHG EHFDXVH
VRPH FRPSDQLHV WKDW FDUULHG RXW ,&2V GLG QRW GR DQWL�
PRQH\ ODXQGHULQJ �$0/� FKHFNV RQ WKHLU FRQWULEXWRUV� LQ�
GXVWU\ VRXUFHV VDLG� 7KLV PHDQV WKH EDQNV WKHPVHOYHV FRXOG
IDOO IRXO RI $0/ UXOHV�

,G�
���� ,G�
���� ,G�
���� ,G�
���� *LYHQ WKH OHVV VWULQJHQW QDWXUH RI 6ZLW]HUODQG·V VWDQFH RQ $0/ ODZV
DQG VHFXULWLHV UHJXODWLRQV� ),10$ PD\ DXWKRUL]H WKDW FHUWDLQ ,&2V DGKHUH
WR 6ZLW]HUODQG·V JXLGHOLQHV� KRZHYHU� LI EDQNV DUH LQYROYHG ZLWK ,&2V WKDW
KDYH 86 LQYHVWRUV� 6ZLVV EDQNV PD\ IDOO XQGHU 6(& VFUXWLQ\�

),10$ KDV DOUHDG\ LVVXHG VHSDUDWH JXLGHOLQHV WR VSHOO RXW
KRZ 6ZLVV $0/ UXOHV DQG VHFXULWLHV UHJXODWLRQV DSSO\ WR
YDULRXV ,&2V� %XW VHFXULWLHV UXOHV DUH OHVV VWULQJHQW LQ
6ZLW]HUODQG WKDQ LQ WKH 8QLWHG 6WDWHV� ZKHUH WKH 6HFXULWLHV
DQG ([FKDQJH &RPPLVVLRQ KDV WRXJKHQHG LWV VWDQFH RQ
,&2V� 7KLV PDNHV LW PRUH ULVN\ IRU EDQNV LQ 6ZLW]HUODQG WR
EH LQYROYHG ZLWK ,&2 SURMHFWV ZKLFK PD\ KDYH UDLVHG PRQH\
IURP 8�6� FRQWULEXWRUV DQG FRXOG IDOO XQGHU WKH SXUYLHZ RI
WKH 6(&�

,G�
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WRUV�µ��� 7KH &(2 RI 6\JQXP� 0DQXHO .ULHJHU� QRWHG WKDW WKLV
LV D PDMRU PRYH E\ 6ZLW]HUODQG·V UHJXODWRUV DV WKLV LV WKH ILUVW
OLFHQVH RI LWV NLQG JUDQWHG����
0RVW QRWDEO\� WKH QRWLRQ RI DQ 652 KDV VSURXWHG LQ 6ZLW]HU�

ODQG� DQG� DV RI -DQXDU\ ����� EHIRUH SURYLGHUV PD\ RIIHU VHU�
YLFHV OLNH FXVWRG\ ZDOOHW VHUYLFHV��� DQG WUDGLQJ SODWIRUPV� SUR�
YLGHUV PXVW ILUVW MRLQ DQ 652���� $FFRUGLQJ WR ),10$� ´ILQDQ�
FLDO LQWHUPHGLDULHV RSHUDWLQJ RQ D FRPPHUFLDO EDVLV PXVW HL�
WKHU KROG D ),10$ OLFHQVH RU EH D PHPEHU RI D VHOI�UHJXODWRU\
RUJDQL]DWLRQ � � � UHFRJQL]HG E\ ),10$�µ��� 1RWLFH WKDW ),10$
KDV LQVWLWXWHG WKLV UHTXLUHPHQW WR ILQDQFLDO LQWHUPHGLDULHV RS�
HUDWLQJ LQ WKH FRPPHUFLDO VSKHUH DQG KDV QRW GLUHFWO\ WDUJHWHG
WKH FU\SWRFXUUHQF\ LQGXVWU\� 7KHVH 652V DUH UHJXODWHG DQG

���� 0DWWKHZ $OOHQ� :RUOG·V )LUVW &U\SWR %DQNV 6HHQ DV *DPH &KDQJHU IRU
6ZLW]HUODQG� 6:,66,1)2 �$XJ� ��� ����� ���� $0�� KWWSV���ZZZ�VZLVVLQIR�FK�
HQJ�OLFHQVHV�DZDUGHGB�ZRUOG�V�ILUVW³FU\SWR�EDQNV³JDPH�FKDQJHU³IRU�VZLW]
HUODQG����������
���� ,G�
���� &XVWRGLDO ZDOOHW VHUYLFHV DUH WKH PRVW FRPPRQO\ XVHG VHUYLFH WR VWRUH
YLUWXDO FXUUHQFLHV� :KDW FRPHV DV D VXUSULVH IRU PDQ\ WUDGHUV LV WKDW WKHVH
ZDOOHWV OLPLW WKH DFFRXQW KROGHU·V SRZHU RYHU WKHLU ZDOOHWV� PHDQLQJ DFFRXQW
KROGHUV DUH QRW ��� SHUFHQW LQ FRQWURO RI WKHLU FU\SWRFXUUHQFLHV�

&XVWRGLDO FU\SWRFXUUHQF\ VHUYLFHV LQFOXGH PRVW H[FKDQJHV�
EURNHUDJH VHUYLFHV� DQG SODWIRUPV WKDW DOORZ \RX WR EX\�
VHOO� DQG VWRUH GLJLWDO DVVHWV� $ FXVWRGLDO EXVLQHVV LV EDVLFDO�
O\ D WKLUG SDUW\ WKDW RIIHUV WR SURWHFW \RXU DVVHWV ZLWKLQ
WKHLU V\VWHP� 3HRSOH ZKR VWRUH GLJLWDO DVVHWV ZLWK D WKLUG
SDUW\ QHHG WR XQGHUVWDQG WKDW WKH\ DUH QRW ���� LQ FRQWURO
RI WKHLU FU\SWRFXUUHQFLHV« 1RQFXVWRGLDO ZDOOHW VHUYLFHV DUH
SODWIRUPV WKDW DOORZ XVHUV WR SRVVHVV WKHLU SULYDWH NH\V� 7KH
DSSOLFDWLRQ ZLOO HLWKHU JLYH \RX D ILOH RU KDYH \RX ZULWH GRZQ
D PQHPRQLF SKUDVH WKDW FDQ FRQVLVW RI ����� UDQGRP ZRUGV�
$ SODWIRUP WKDW SURYLGHV XVHUV ZLWK WKH DELOLW\ WR VWRUH D
FU\SWRFXUUHQF\·V SULYDWH NH\V JLYHV WKH XVHU ���� FRQWURO
RYHU WKH IXQGV� ,I \RX SRVVHVV \RXU SULYDWH NH\V� \RX ZKROO\
RZQ ELWFRLQ RU DQ\ RI WKH RWKHU ������ FU\SWRFXUUHQFLHV LQ
H[LVWHQFH�

-DPLH 5HGPDQ� 7KH 'LIIHUHQFH %HWZHHQ &XVWRGLDO DQG 1RQ�&XVWRGLDO &U\SWR�
FXUUHQF\ 6HUYLFHV� %,7&2,1�&20 �1RY� ��� ������ KWWSV���QHZV�ELWFRLQ�FRP�WKH�
GLIIHUHQFH�EHWZHHQ�FXVWRGLDO�DQG�QRQFXVWRGLDO�FU\SWRFXUUHQF\�VHUYLFHV��
���� ),10$� VXSUD QRWH ����
���� /XFDV +RIHU� 0RUH &U\SWR %XVLQHVVHV -RLQ 6HOI�5HJXODWRU\ 2UJDQL]D�
WLRQV WR *DLQ /HJLWLPDF\� ,&2�/, �6HSW� ��� ������ KWWSV���ZZZ�LFR�OL�FU\SWR�
VHOI�UHJXODWRU\�IRU�OHJLWLPDF\��
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VXSHUYLVHG E\ ),10$� KRZHYHU� WKH\ SURYLGH IOH[LELOLW\ IRU WKH
LQGXVWU\ DQG DYRLG D FRPSOHWHO\ FHQWUDOL]HG DXWKRULW\���� *LYHQ
WKH WUHQG RI FRXQWULHV WR UHTXLUH WKH LVVXDQFH RI OLFHQVHV WR
WUDGH FU\SWRFXUUHQFLHV� DV %D)LQ��� VWDUWHG WR UHTXLUH EHJLQ�
QLQJ LQ �������� WKH QHHG IRU D OHVV FHQWUDOL]HG DSSURDFK VXFK DV
6ZLW]HUODQG·V IRUZDUG WKLQNLQJ 652 UHTXLUHPHQW PD\ EH PRUH
LPSRUWDQW WKDQ HYHU�

9� ,6 7+( ,1752'8&7,21 2) $ 6(/)�5(*8/$725<
25*$1,=$7,21 7+( $16:(5"
$Q 652 KDV WKH SRZHU WR FUHDWH DQG HQIRUFH VWDQGDUGV DQG

UHJXODWLRQV ZLWKLQ D JLYHQ LQGXVWU\���� 2QH RI WKH PRVW LQWHU�
HVWLQJ FKDUDFWHULVWLFV RI DQ 652 LV WKDW LW LV D QRQ�
JRYHUQPHQWDO DXWKRULW\ ZLWK SRZHUV VLPLODU WR WKDW RI JRYHUQ�
PHQW���� :LWKLQ WKH ILQDQFLDO FRQWH[W� DQ 652V QXPEHU RQH
SULRULW\ LV WKH SURWHFWLRQ RI WKH LQYHVWLQJ SXEOLF���� 7KH 652
PXVW SURWHFW WKH LQWHJULW\ RI WKH LQGXVWU\ DQG SURPRWH ´HWKLFV�
HTXDOLW\ DQG SURIHVVLRQDOLVP���� 2QH PXVW NHHS LQ PLQG WKDW
GHVSLWH WKH SRZHU YHVWHG ZLWKLQ DQ 652� WKH RUJDQL]DWLRQ LV
QRQHWKHOHVV VXEMHFW WR JRYHUQPHQWDO UHJXODWLRQ DQG LQWHUYHQ�
WLRQ���� ZKLFK PD\ VWDUW WR GHWHULRUDWH WKH WUXH PHDQLQJ RI
´VHOIµ LQ 652�
7KH HQVXLQJ VHFWLRQ ZLOO IRFXV RQ RQH RI WKH PRVW NQRZQ

652V� WKH )LQDQFLDO ,QGXVWU\ 5HJXODWRU\ $XWKRULW\ �),15$��
DQG KRZ LW KDV EHHQ D GULYLQJ IRUFH ZLWKLQ WKH ZRUOG RI 652V�
7KH VXEVHTXHQW DQDO\VLV ZLOO WKHQ DGGUHVV ZKHWKHU ),15$ LV D
´WUXHµ 652 DQG ZKHWKHU D FRPSOHWHO\ QRQ�JRYHUQPHQWDO RUJDQ�
L]DWLRQ LV LQ UHDOLW\ IHDVLEOH�

���� ,G� 7KH 652 LV WKHUH DV D GHFHQWUDOL]HG DOWHUQDWLYH WR OLFHQVXUH DQG
SURYLGHV WKH QHFHVVDU\ GXH GLOLJHQFH FKHFNV WKDW VDWLVI\ 6ZLW]HUODQG·V $0/
ODZV� ,G�
���� %D)LQ LV *HUPDQ\·V )HGHUDO )LQDQFLDO 6XSHUYLVRU\ $XWKRULW\� +RPHS�
DJH)XQFWLRQV 	 +VLWRU\� %$),1�
KWWSV���ZZZ�EDILQ�GH�(1�'LH%D)LQ�$XIJDEHQ*HVFKLFKWH�DXIJDEHQJHVFKLFKWHB
QRGHBHQ�KWPO �ODVW XSGDWHG -DQ� ��� ������
���� +RIHU� VXSUD QRWH ����
���� $GDP +D\HV� 6HOI�5HJXODWRU\ 2UJDQL]DWLRQ� ,19(6723(',$ �-XO\ ���
������ KWWSV���ZZZ�LQYHVWRSHGLD�FRP�WHUPV�V�VUR�DVS�
���� ,G�
���� ,G�
���� ,G�
���� ,G�
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$� ),15$ DQG +RZ LW KDV 6HUYHG DV D ´652µ IRU WKH 6HFXULWLHV
0DUNHW LQ WKH 8�6�
),15$��� ZDV FUHDWHG RQ -XO\ ��� ���� ZKHQ WKH UHJXODWRU\

UHVSRQVLELOLWLHV RI WKH 1HZ <RUN 6WRFN ([FKDQJH �1<6(� DQG
WKH 1DWLRQDO $VVRFLDWLRQ RI 6HFXULWLHV 'HDOHUV �1$6'� PHUJHG
WR FUHDWH ),15$ DV WKH VROH UHJXODWRU\ ERG\ RYHUVHHLQJ WKH VH�
FXULWLHV PDUNHW���� $W LWV LQFHSWLRQ� WKHQ &(2 RI ),15$� 0DU\
/� 6FKDSLUR� VDLG WKDW ´>W@KH FUHDWLRQ RI ),15$ LV WKH PRVW VLJ�
QLILFDQW PRGHUQL]DWLRQ RI WKH VHOI�UHJXODWRU\ UHJLPH LQ GHF�
DGHV�µ��� :LWK WKH 8QLWHG 6WDWHV EHLQJ RQH RI WKH OHDGLQJ FRXQ�
WULHV LQ FU\SWRFXUUHQF\ LQQRYDWLRQ� LW LV RQO\ DSSURSULDWH WR IR�
FXV RQ KRZ LW KDV VHOI�UHJXODWHG LWV RWKHU LQGXVWULHV� SULPDULO\
WKH VHFXULWLHV PDUNHW�
1RWDEO\� ),15$ LV FDWHJRUL]HG DQG NQRZQ WKURXJKRXW WKH LQ�

GXVWU\ DV DQ 652� EXW WKH OLQH EHWZHHQ JRYHUQPHQWDO DXWKRUL�
W\ DQG ´WUXHµ 652 EHFRPHV PXUN\ LQ WKH FRQWH[W RI HYDOXDWLQJ
),15$���� %\ GHILQLWLRQ� WKH LQGXVWU\ VKRXOG KDYH D PDMRULW\
FRQWURO RI WKH 652� EXW ),15$ LV FRPSULVHG RI WZHQW\�IRXU JRY�
HUQLQJ RIILFHUV� RQO\ WHQ RI ZKLFK DUH LQGXVWU\ RIILFHUV����
),15$ DFWLQJ DV WKH VROH UHJXODWRU\ ERG\ ZLWK D PDMRULW\ RI
SXEOLF JRYHUQRUV RQ WKH ERDUG FDQ VHHPLQJO\ FODVVLI\ ),15$ DV
D ´TXDVLµ JRYHUQPHQWDO ERG\� ,Q UHVSRQVH� ),15$� DZDUH RI
WKLV GLVFUHSDQF\� KDV LQLWLDWHG LWV SURJUDP NQRZQ DV ´),15$
���µ WR PD[LPL]H ),15$·V HIILFLHQF\ DQG FUHDWH D IDLU DQG MXVW

���� ),15$ LV WKH VHOI�UHJXODWRU\ RUJDQL]DWLRQ IRU WKH VWRFN H[FKDQJH LQ WKH
8QLWHG 6WDWHV� LW VKRXOG QRW EH FRQIXVHG ZLWK ),10$� 6ZLW]HUODQG·V JRYHUQ�
PHQWDO ILQDQFLDO DXWKRULW\� DV GLVFXVVHG LQ WKH SULRU VHFWLRQ�
���� 1$6' DQG 1<6( 0HPEHU 5HJXODWLRQ &RPELQH WR )RUP WKH )LQDQFLDO
,QGXVWU\ 5HJXODWRU\ $XWKRULW\²),15$� ),15$ �-XO\ ��� ������ KWWSV���
ZHE�DUFKLYH�RUJ�ZHE����������������KWWS���ZZZ�ILQUD�RUJ�QHZVURRP������Q
DVG�DQG�Q\VH�PHPEHU�UHJXODWLRQ�FRPELQH�IRUP�ILQDQFLDO�LQGXVWU\�
UHJXODWRU\�DXWKRULW\�
���� ,G�
���� )RU PRUH LQIRUPDWLRQ DERXW ZKHUH H[DFWO\ ),15$ IDOOV RQ WKH VSHF�
WUXP� VHH JHQHUDOO\ 5REHUWD 6� .DUPHO� 6KRXOG 6HFXULWLHV ,QGXVWU\ 6HOI�
5HJXODWRU\ 2UJDQL]DWLRQV %H &RQVLGHUHG *RYHUQPHQW $JHQFLHV"� �� 67$1� -�
/� %86� 	 ),1� ��� �������
���� 'DYLG %XUWRQ� 5HIRUPLQJ ),15$� +(5,7$*( )281'$7,21 �)HE� ��
������ KWWSV���ZZZ�KHULWDJH�RUJ�PDUNHWV�DQG�ILQDQFH�UHSRUW�UHIRUPLQJ�ILQUD�
VHH DOVR ),15$ %RDUG RI *RYHUQRUV� ),15$� KWWS���ZZZ�ILQUD�RUJ�DERXW�ILQUD�
ERDUG�JRYHUQRUV� �ODVW YLVLWHG -DQ� ��� ������
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UHJXODWRU\ ERG\ WR SURWHFW WKH LQWHUHVWV RI LQYHVWRUV QDWLRQ�
ZLGH����

�� ,V ),15$ D 7UXH 652 RU 0RUH OLNH D *RYHUQPHQW $XWKRULW\"
7KHUH DUH PDQ\ DGYDQWDJHV WR KDYLQJ DQ LQGXVWU\ UHJXODWH

LWVHOI LQWHUQDOO\� 2QH RYHUZKHOPLQJ UHDVRQ LV WKH LGHD WKDW
PLVEHKDYLRU IURP D IHZ ILUPV FDQ KDYH FRQVHTXHQFHV DIIHFWLQJ
WKH ZKROH LQGXVWU\� DQG WKH ´EHQHILWVµ RI WKDW PLVEHKDYLRU RQO\
IDYRU WKH ZURQJGRHUV���� 7KLV LQFHQWLYL]HV WKH RWKHU ILUPV ZLWK�
LQ WKH LQGXVWU\ WR SROLFH WKRVH PLVEHKDYLQJ ILUPV DQG EULQJ
HTXLOLEULXP EDFN LQWR WKH LQGXVWU\���� 7KLV ZRUNV HIILFLHQWO\ VR
ORQJ DV WKH PLVEHKDYLQJ IHZ GR QRW FRQWURO WKH LQGXVWU\���� )XU�
WKHU� LQGXVWU\ UHSUHVHQWDWLYHV KDYH D JUHDWHU XQGHUVWDQGLQJ RI
KRZ WKH PDUNHW ZRUNV DQG SRVVHVV D JUHDWHU H[SHUWLVH WKDQ
JRYHUQPHQWDO UHJXODWRUV���� ,QGXVWU\ UHSUHVHQWDWLYHV FDQ UHDFW
TXLFNO\ WR PDUNHW FKDQJHV DQG UHVSRQG DSSURSULDWHO\� ZKHUHDV
JRYHUQPHQWDO UHVSRQVHV FDQ EH VORZHU DQG GLVSURSRUWLRQDWH����
$PRQJ PDQ\ LQGXVWULHV ZLWK VRPH IRUP RI 652� ),15$ LV

SDUWLFXODUO\ XQLTXH EHFDXVH LW LV VLWXDWHG LQ D JUH\ DUHD EH�
WZHHQ 652 DQG JRYHUQPHQWDO DXWKRULW\� )LUVW� ),15$ LV QRW D
JRYHUQPHQWDO DXWKRULW\� \HW LW LV WKH NH\ UHJXODWRU RI WKH VHFX�
ULWLHV PDUNHW ZLWKLQ WKH 8QLWHG 6WDWHV� PDLQWDLQLQJ D EXGJHW
WKDW H[FHHGV PRUH WKDQ WZR�WKLUGV WKH VL]H RI WKH 6(&·V EXGJHW
DQG KDV D VWDII WKDW LV DOPRVW DV ODUJH DV WKH 6(&���� )XUWKHU�
DV PHQWLRQHG DERYH� ),15$ LV QRW VROHO\ FRQWUROOHG E\ WKH LQ�
GXVWU\� DOWKRXJK LW KDV LQGXVWU\ UHSUHVHQWDWLRQ RQ LWV ERDUG����
)LQDOO\� DOWKRXJK LW LV FODVVLILHG DV DQ 652� ),15$ KDV FRHU�
FLYH SRZHU ZLWKLQ WKH LQGXVWU\��� DQG VHUYHV D JRYHUQPHQWDO
IXQFWLRQ� \HW LW LV QRW ´VXEMHFW WR DQ\ RI WKH QRUPDO WUDQVSDUHQ�
F\� UHJXODWRU\ UHYLHZ� RU GXH�SURFHVV SURWHFWLRQV QRUPDOO\ DV�

���� ),15$ ���� ),15$� KWWS���ZZZ�ILQUD�RUJ�DERXW�ILQUD��� �ODVW YLVLWHG
-DQ� ��� ������ ),15$ ��� DQG LWV LPSOLFDWLRQV ZLOO EH GLVFXVVHG LQ IXUWKHU
GHWDLO ODWHU LQ WKLV VHFWLRQ� 6HH DOVR LQIUD 3DUW 9�$���
���� :LOOLDP $� %LUGWKLVWOH 	 0� 7RGG +HQGHUVRQ� %HFRPLQJ D )LIWK
%UDQFK� �� &251(// /� 5(9� �� �²�� �������
���� ,G�
���� ,G�
���� %XUWRQ� VXSUD QRWH ���� DW ��
���� ,G�
���� 6HH %XUWRQ� VXSUD QRWH ����
���� ,G�
���� ,G� ),15$ KDV WKH DELOLW\ WR FRPSOHWHO\ EDU ILUPV DQG LQGLYLGXDOV IURP
WKH LQGXVWU\ DQG DGPLQLVWHU ILQHV DQG SHQDOWLHV� ,G�
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VRFLDWHG ZLWK JRYHUQPHQW�µ��� ),15$ FDQ RQO\ EH VXEMHFW WR
WKHVH UHTXLUHPHQWV LI LW LV GHHPHG WR EH D VWDWH DFWRU� EXW LQ
���� WKH &RXUW RI $SSHDOV IRU WKH 6HFRQG &LUFXLW KHOG WKDW
),15$ LV QRW D VWDWH DFWRU���� 8QVXUSULVLQJO\� DW WKHLU FRQYHQ�
LHQFH� FRXUWV KDYH KHOG WKDW ),15$ LV D JRYHUQPHQWDO DFWRU LQ
WKH FRQWH[W RI LPPXQLW\ IURP SULYDWH ODZVXLWV���� :LWK WKH 6(&
DQG WKH FRXUWV VKRZLQJ FRQWLQXHG GHIHUHQFH WRZDUGV ),15$�
WKH ´VHOIµ LQ VHOI�UHJXODWRU\ VHHPV WR EH GULIWLQJ IXUWKHU DZD\ DV
),15$ KDV JURZQ WR ORRN PRUH OLNH D ´GHSXW\ 6(&�µ DQG OHVV
OLNH DQ HQWLW\ VXEMHFW WR 6(& VFUXWLQ\����

�� ),15$ ���� 0DNLQJ ),15$ DV (IILFLHQW DV 3RVVLEOH
,Q ����� 3UHVLGHQW DQG &(2 RI ),15$� 5REHUW :� &RRN� LQL�

WLDWHG WKH ),15$ ��� SURJUDP���� $OVR NQRZQ DV WKH OLVWHQLQJ
WRXU� ),15$ ��� DLPV DW UHFHLYLQJ DV PXFK IHHGEDFN DV SRVVL�
EOH IURP WKH EURNHUDJHV DQG UHJLVWHUHG UHSUHVHQWDWLYHV WKDW
),15$ UHJXODWHV� LQFOXGLQJ RWKHUV VXFK DV LQYHVWRU DGYRFDWHV

���� ,G� DW �²�� )RU H[DPSOH� ),15$ LV QRW VXEMHFW WR WKH QRWLFH�DQG�
FRPPHQW SURYLVLRQV RI WKH $GPLQLVWUDWLYH 3URFHGXUH $FW� WKH )UHHGRP RI ,Q�
IRUPDWLRQ $FW� DQG RWKHUV� ,G� ,Q DGGLWLRQ� ),15$·V DUELWUDWLRQ KHDULQJV DUH
QRW RSHQ WR WKH SXEOLF� QRU DUH WKH DUELWUDWRUV UHTXLUHG WR SURYLGH UHDVRQV IRU
WKHLU RSLQLRQV� ,G�
���� ,G� DW �� VHH 6DQWRV�%XFK Y� )LQ� ,QGXV� 5HJXODWRU\ $XWK�� ,QF�� ��� )�
$SS[� �� ��G &LU� ������
���� *LYHQ WKH VFRSH RI ),15$·V SRZHU� ),15$ VHHPLQJO\ GRHV QRW DSSHDU
VXVFHSWLEOH WR JRYHUQPHQWDO UHJXODWLRQ� EXW UDWKHU JLYHV RII WKH DSSHDUDQFH RI
EHLQJ DQ DUP RI WKH JRYHUQPHQW DQG LPPXQH IURP FHUWDLQ OLDELOLWLHV�

>:@KHQ GHDOLQJ ZLWK ),15$� WKH PDQ\ SURWHFWLRQV DIIRUGHG
WR WKH SXEOLF ZKHQ GHDOLQJ ZLWK JRYHUQPHQW DUH XQDYDLOD�
EOH� DQG WKH UHFRXUVH WKDW RQH ZRXOG QRUPDOO\ KDYH ZKHQ
GHDOLQJ ZLWK D SULYDWH SDUW\³ERWK DFFHVV WR WKH FRXUWV DQG
WKH DELOLW\ WR GHFOLQH WR GR EXVLQHVV³LV DOVR XQDYDLODEOH�
/LNH 6FKU|GLQJHU·V FDW� VLPXOWDQHRXVO\ GHDG DQG DOLYH�
),15$ LV� XQGHU FXUUHQW UXOLQJV� ERWK D VWDWH DFWRU �IRU SXU�
SRVHV RI EDUULQJ OLDELOLW\ DQG IRU WD[ SXUSRVHV DQG� JHQHUDO�
O\� QRW D VWDWH DFWRU �IRU SXUSRVHV RI DEVROYLQJ LW RI GXH SUR�
FHVV DQG RWKHU UHTXLUHPHQWV DQG IRU OLDELOLW\ SXUSRVHV��

,G�
���� ,G� DW ��
���� 0DUN 6FKRHII -U�� 2QH <HDU /DWHU� LV ),15$ ��� :RUNLQJ"� ,19(670(17
1(:6 �$SU� ��� ����� ���� $0�� KWWSV���ZHE�DUFKLYH�RUJ�ZHE����������������
KWWSV���ZZZ�LQYHVWPHQWQHZV�FRP�DUWLFOH����������)5((�����������RQH�
\HDU�ODWHU�LV�ILQUD�����ZRUNLQJ�
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DQG LQGXVWU\ WUDGH JURXSV���� 0DQ\ UHSUHVHQWDWLYHV IURP WKH
LQGXVWU\� LQFOXGLQJ 6(& &RPPLVVLRQHU +HVWHU 3HLUFH� KDYH
SUDLVHG &RRN·V HIIRUWV DQG JLYHQ ),15$ WKH FKDQFH WR DPHQG
RQ LWV RZQ EHIRUH 6(& LQWHUYHQWLRQ���� 3HLUFH VWUHVVHG WKDW LW LV
RQH WKLQJ WR VWDUW OLVWHQLQJ WR WKH LQGXVWU\� EXW ´WKH KDUGHU
URDG OLHV DKHDG�µ���
),15$ FDQ EH PXFK PRUH WUDQVSDUHQW ZLWK WKH ZD\ LW EXGJ�

HWV DQG DOORFDWHV ILQHV ZLWKLQ WKDW EXGJHW� ,QVWHDG RI DQ DQQXDO
UHSRUW RI ILQDQFLDOV���� ),15$ VKRXOG VXSSO\ TXDUWHUO\ UHSRUWV�
ZKLFK ZRXOG HQVXUH D PRUH FRQVLVWHQW PRQLWRULQJ V\VWHP IRU
H\HV RQ WKH RXWVLGH RI ),15$·V ZDOOV� ,Q DGGLWLRQ� VPDOOHU ILUPV
DUH OHVV HQWKXVLDVWLF DERXW ),15$ ���� FODLPLQJ WKDW WKH\ DUH
VWLOO XQGHUUHSUHVHQWHG JLYHQ WKDW PXFK RI ),15$·V UHJXODWLRQV
FDQ EH GHYDVWDWLQJO\ FRVWO\ IRU VPDOOHU ILUPV DQG RQO\ EHQHILFLDO
IRU ODUJHU RQHV���� ,Q D SURJUHVV UHSRUW UHOHDVHG E\ ),15$ LQ
$SULO ����� ),15$ DQQRXQFHG WKDW ODUJHU ILUPV PD\ EH H[DP�
LQHG DQQXDOO\� ZKHUHDV VPDOOHU� ORZ�ULVN ILUPV ZLOO EH H[DP�
LQHG HYHU\ IRXU \HDUV� DV &RRN VDLG� ´ILJXULQJ RXW DQ H[DP
VWUXFWXUH LV WKH ELJJHVW WKLQJ WR FRPH�µ��� ),15$ ��� LV SURYLQJ
WR EH D UHDO DWWHPSW DW UHIRUP DQG LW VSDUNV KRSH WKDW ODUJH
652V DUH FDSDEOH RI LPSURYHPHQW�

%� 7KH &U\SWR 0DUNHW LQ WKH 8QLWHG 6WDWHV� $WWHPSWV WR )RUP
652V DQG &UHDWH ,QWHUQDO *XLGHOLQHV
$WWHPSWV WR IRUP 652V DUH EHFRPLQJ PRUH SRSXODU� DV VHHQ

LQ 6ZLW]HUODQG� KRZHYHU� WKH 86 LV QRW DPRQJ WKH FRXQWULHV
WU\LQJ WR FRPSOHWHO\ FHQWUDOL]H WKH FU\SWRFXUUHQF\ PDUOHWSODFH�
,Q IDFW� ZLWK WKH 86 VWLOO XQGHFLGHG DV WR LWV DSSURDFK� LW LV LP�
SRUWDQW WR VHH ZKDW WKH ILQDQFLDO LQGXVWU\ LV GRLQJ DERXW D VHOI�
UHJXODWRU\ VFKHPH ZLWKLQ WKH FU\SWRFXUUHQF\ PDUNHWSODFH LQ
FRQMXQFWLRQ ZLWK WKH 86·V VWULFW $0/ FRPSOLDQFH UHJXODWLRQV�

���� ,G�
���� ,G�
���� ,G�
���� ,G�
���� ,G�
���� ,G�� VHH DOVR ),15$ 3URJUHVV 5HSRUW RQ ),15$ ��� +LJKOLJKWV 6LJQLIL�
FDQW &KDQJHV� ),15$ �$SU� ��� ������ KWWS���ZZZ�ILQUD�RUJ�QHZVURRP������
ILQUD�SURJUHVV�UHSRUW�ILQUD����KLJKOLJKWV�VLJQLILFDQW�FKDQJHV�
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�� 7KH 9LUWXDO &RPPRGLWLHV $VVRFLDWLRQ
,Q $XJXVW ����� WKH 9LUWXDO &RPPRGLWLHV $VVRFLDWLRQ �9&$�

ZDV ODXQFKHG ZLWK VXSSRUW IURP IRXU SDUWLFLSDWLQJ FU\SWRFXU�
UHQF\ FRPSDQLHV ZLWK D SODQ WR GLVFXVV� LQ WKH QHDU IXWXUH�
JXLGHOLQHV IRU PHPEHUVKLS� GLVSXWH UHVROXWLRQ� UHFRUG NHHSLQJ�
DQG WKH FUHDWLRQ RI D ERDUG RI GLUHFWRUV���� 7KH PLVVLRQ RI WKH
9&$ ´LV WR HVWDEOLVK DQ LQGXVWU\�VSRQVRUHG� VHOI�UHJXODWRU\ RU�
JDQL]DWLRQ � � � GHVLJQDWLRQ IRU 8�6� FU\SWRFXUUHQF\ PDUNHWSODF�
HV WR RYHUVHH YLUWXDO FRPPRGLW\ PDUNHWSODFHV�µ��� 7KH 9&$ LV
JRYHUQHG E\ D ERDUG RI GLUHFWRUV FRQVLVWLQJ RI D SUHVLGHQW DQG
VHFUHWDU\� LQFOXGHV D UHTXLUHG QXPEHU RI LQGHSHQGHQW GLUHFWRUV�
DQG KDV DGRSWHG ´VRXQG SUDFWLFHVµ WKDW PHPEHUV PXVW IRO�
ORZ���� 7KHVH SUDFWLFHV LQFOXGH DGKHUHQFH WR %6$ SURWRFROV OLNH
.<& DQG $0/� FXUUHQW EHVW SUDFWLFHV IRU FU\SWRFXUUHQF\ FXVWR�
G\� DQG HQIRUFHPHQW RI WKH UHJXODWRU\ IUDPHZRUN HVWDEOLVKHG
E\ WKH 9&$���� 'XULQJ ����� WKH 9&$ ODXQFKHG VL[ FRPPLWWHHV�
DSSRLQWHG WZR VSHFLDO DGYLVRUV DQG RWKHU ERDUG OHDGHUVKLS DS�
SRLQWPHQWV WR LQLWLDWH WKHVH VRXQG SUDFWLFHV DQG WDNH HVVHQWLDO
VWHSV WRZDUGV VHOI�UHJXODWLQJ WKH PDUNHWSODFH����

�� $VVRFLDWLRQ IRU 'LJLWDO $VVHW 0DUNHWV
,Q 1RYHPEHU ����� WHQ YLUWXDO FXUUHQF\ LQGXVWU\ OHDGHUV

IRUPHG WKH $VVRFLDWLRQ IRU 'LJLWDO $VVHW 0DUNHWV �$'$0�����
$'$0 DLPV WR HVWDEOLVK D FRGH RI FRQGXFW IRU WKH FU\SWRFXUUHQ�
F\ PDUNHW� DV ZHOO DV D FRPSUHKHQVLYH VWDQGDUG IRU LQGXVWU\

���� 7KH 9LUWXDO &RPPRGLW\ $VVRFLDWLRQ :RUNLQJ *URXS +DV )RUPHG DQG LV
3ODQQLQJ ,QDXJXUDO 0HHWLQJ� %86� :,5( �$XJ� ��� ������ KWWSV���ZZZ�EXVLQ
HVVZLUH�FRP�QHZV�KRPH����������������HQ�9LUWXDO�&RPPRGLW\�$VVRFLDWLRQ�
:RUNLQJ�*URXS�)RUPHG�3ODQQLQJ �WKH IRXU SDUWLFLSDWLQJ FRPSDQLHV DUH %LW�
VWDPS� ,QF�� ELW)O\HU 86$� ,QF�� %LWWUH[� ,QF�� DQG *HPLQL 7UXVW &RPSDQ\�
//&��
���� 2XU 0LVVLRQ� 9,578$/ &2002',7< $662&,$7,21� KWWSV���YLUWXDOFRPPRG
LWLHV�RUJ��2XU0LVVLRQ �ODVW YLVLWHG -DQ� ��� ������
���� ,G�
���� ,G�
���� ,G�
���� *DEULHO 0DFKDGR� �� &U\SWR &RPSDQLHV )RUP $VVRFLDWLRQ IRU 'LJLWDO
$VVHW 0DUNHWV �$'$0� DV D &RGH RI &RQGXFW *XLGH �1RY� ��� ������ KWWSV���
ELWFRLQH[FKDQJHJXLGH�FRP����FU\SWR�FRPSDQLHV�IRUP�DVVRFLDWLRQ�IRU�GLJLWDO�
DVVHW�PDUNHWV�DGDP�DV�D�FRGH�RI�FRQGXFW�JXLGH�� VHH DOVR /HDGLQJ )LQDQFLDO
)LUPV WR &UHDWH &RGH RI &RQGXFW IRU 'LJLLWDO $VVHW 0DUNHWV� %86� :,5( �1RY�
��� ������ KWWSV���ZZZ�EXVLQHVVZLUH�FRP�QHZV�KRPH����������������HQ�/HD
GLQJ�)LQDQFLDO�)LUPV�&UHDWH�&RGH�&RQGXFW�'LJLWDO�
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SDUWLFLSDQWV���� 7KHVH WHQ FRPSDQLHV LQWHQG WR JDLQ WKH WUXVW RI
OHJLVODWRUV DQG FUHDWH D JXLGHOLQH WKDW &RQJUHVV FDQ XVH ZKHQ
FUHDWLQJ UXOHV DQG UHJXODWLRQV IRU WKH LQGXVWU\���� )RUPHU &(2
RI WKH 1<6( DQG FXUUHQW ERDUG PHPEHU RI $'$0� 'XQFDQ
1HLGHUDXHU� KDV VDLG WKDW $'$0 LV LPSRUWDQW IRU WKH GHYHORS�
PHQW RI WKH HYHU�JURZLQJ FU\SWRFXUUHQF\ LQGXVWU\ JLYHQ WKH
QHHG IRU VWUXFWXUH DQG RYHUVLJKW RI VXFK DQ DQRQ\PRXV DQG GH�
FHQWUDOL]HG PDUNHWSODFH ZLWKRXW LQIULQJLQJ RQ WKH OLEHUWLHV RI
WKH PDUNHWSODFH LWVHOI WKURXJK FXPEHUVRPH UHJXODWLRQV����
1HLGHUDXUHU FRPSDUHG $'$0 WR WKH UHJXODWRU\ JURXS ZLWKLQ
WKH 1<6( ZKHUH LQGXVWU\ OHDGHUV EDQGHG WRJHWKHU WR FUHDWH D
VHW RI JXLGHOLQHV IRU WKH VWRFN PDUNHW WKDW UHPDLQHG LQ HIIHFW
XQWLO ),15$ ZDV FUHDWHG LQ �������� $OPRVW RQH \HDU ODWHU�
$'$0·V LQFHSWLRQ RI WKH FRGH RI FRQGXFW ZDV UHOHDVHG RQ 1R�
YHPEHU ��� �������� 7KH JRDO RI WKH &RGH RI &RQGXFW LV WR SUR�
PRWH ´LQWHJULW\� IDLUQHVV� DQG HIILFLHQF\ LQ GLJLWDO DVVHW PDU�
NHWVµ DQG DOO FXUUHQW PHPEHUV RI $'$0 ZHUH UHTXLUHG WR VLJQ
WKH &RGH DV RI HDUO\ ��������

&� $Q 652 DQG D 'LOLJHQW :DWFKIXO (\H
:LWK JRYHUQPHQWV DURXQG WKH ZRUOG UDFLQJ WR GHYHORS WKH

QH[W EHVW UHJXODWRU\ SODWIRUP� PDQ\ UHJXODWRUV DUH QRW FRQVLG�
HULQJ LQLWLDWLQJ DQ 652� WKRXJK WKH\ VKRXOG EH� 7KLV PD\ EH
WKH FDVH JLYHQ WKH YRODWLOLW\ RI WKH PDUNHW DQG WKH IDFW WKDW
WKHUH LV VWLOO VR PXFK XQNQRZQ DERXW WKH LQGXVWU\ DQG ZKHUH LW
LV KHDGHG� 1RQHWKHOHVV� WKH DGYDQWDJHV WKDW FRPH ZLWK DQ LQ�
GXVWU\ UHJXODWLQJ LWVHOI DUH HQRXJK WR SXVK WKH QHHGOH WRZDUGV
VHOI�UHJXODWLRQ� VXFK DV WKH JUHDWHU H[SHUWLVH RI OHDGHUV LQ WKH
LQGXVWU\ FRPSDUHG WR JRYHUQPHQW RIILFLDOV� DV ZHOO DV WKH DELO�

���� 0DFKDGR� VXSUD QRWH ����
���� ,G�
���� ,G�
���� ,G��
���� $VVRFLDWLRQ IRU 'LJLWDO $VVHW 0DUNHWV 5HOHDVHV &RGH RI &RQGXFW� %86�
:,5( �1RY� ��� ������ KWWSV���ZZZ�EXVLQHVVZLUH�FRP�QHZV�KRPH������������
����HQ�$VVRFLDWLRQ�'LJLWDO�$VVHW�0DUNHWV�5HOHDVHV�&RGH�&RQGXFW�
���� ,G� �´7KH $'$0 FRGH LV GLYLGHG LQWR SULQFLSOHV >@ LQ WKH IROORZLQJ DUHDV�
&RPSOLDQFH DQG 5LVN 0DQDJHPHQW� 0DUNHW (WKLFV� &RQIOLFWV RI ,QWHUHVW�
7UDQVSDUHQF\ DQG )DLUQHVV� 0DUNHW ,QWHJULW\� &XVWRG\� ,QIRUPDWLRQ 6HFXULW\
DQG %XVLQHVV &RQWLQXLW\� DQG $QWL�0RQH\ /DXQGHULQJ DQG &RXQWHULQJ WKH
ILQDQFH RI 7HUURLVP�µ��
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LW\ RI 652V WR SURSRUWLRQDWHO\ SUHVHQW HIIHFWLYH UHJXODWLRQ���� ,Q
DGGLWLRQ� 652V SUHVHQW D ZD\ RXW RI SROLWLFDO JULGORFNV ZKHQ
FHUWDLQ UHJXODWLRQV DUH GLIILFXOW WR SDVV EHFDXVH RI D ODFN RI EL�
SDUWLVDQ VXSSRUW RU RWKHU SROLWLFDO WLH�XS���� :LWK WKH FUHDWLRQ
RI GHYHORSPHQWV VXFK DV $'$0 DQG WKH 9&$� 86 LQGXVWU\
OHDGHUV KDYH WDNHQ PDMRU VWHSV WRZDUGV FUHDWLQJ VXFK D SODW�
IRUP DQG EULQJLQJ WKLV LGHD WR IUXLWLRQ� 7KHVH RUJDQL]DWLRQV DUH
HYHQ EDFNHG E\ WKH 8QLWHG 6WDWHV UHJXODWRU\ FRPPXQLW\� LQ�
FOXGLQJ WKH &RPPRGLW\ )XWXUHV 7UDGLQJ &RPPLVVLRQ
�&)7&����� 7KH &)7& &RPPLVVLRQHU� %ULDQ 4XLQWH]� KDV RSHQO\
DGYRFDWHG IRU WKH 9&$� DUJXLQJ WKDW D ´YLUWXDO FRPPRGLW\ 652
WKDW KDV WKH PRVW LQGHSHQGHQFH IURP LWV PHPEHUVKLS� WKH PRVW
GLYHUVLW\ RI YLHZV� DQG WKH VWURQJHVW DELOLW\ WR GLVFRYHU� UHYHDO�
DQG SXQLVK ZURQJGRLQJ ZLOO DGG WKH PRVW LQWHJULW\ WR WKHVH
PDUNHWV�µ���
1RQHWKHOHVV� RQH PXVW FRQVLGHU WKH ULVNV DVVRFLDWHG ZLWK DQ

652 DQG WKH QHHG IRU D FRQVLVWHQW DQG UHVSRQVLYH ZDWFKIXO H\H�
SDUWLFXODUO\ ZLWK DQ LQGXVWU\ VXFK DV FU\SWRFXUUHQF\ DQG WKH
UHSXWDWLRQ LW KDV IRU ULVNV RI IUDXG� PRQH\ ODXQGHULQJ� WHUURU�
LVP� DQG RWKHU FULPLQDO DFWLYLWLHV���� $V WKLV 1RWH KDV GHPRQ�
VWUDWHG� PDQ\ RI WKH FULWLFLVPV WKDW SODJXH WKH 652 ZRUOG VWHP
IURP ),15$ DQG LWV SXUSRUWHG ODFN RI DFFRXQWDELOLW\� LWV UHSX�
WDWLRQ IRU VLGHVWHSSLQJ UHJXODWRU\ LQSXW���� DQG WKH GHIHUHQFH
DIIRUGHG WR ),15$ E\ WKH 6(&� 652V FDQ EH FDWHJRUL]HG DV EH�
LQJ DV YRODWLOH DV WKH LQGXVWU\ LW LV UHJXODWLQJ� HVSHFLDOO\ ZLWK
UHJDUGV WR FU\SWRFXUUHQF\ PDUNHWV DQG WKH DQWL�DXWKRULWDULDQ
GHFHQWUDOL]HG FXOWXUH WKDW LW FRPHV ZLWK����
,Q RUGHU IRU DQ 652 WR ZRUN HIILFLHQWO\ ZLWKLQ WKH 86 FU\SWR�

FXUUHQF\ PDUNHW� WKHUH QHHGV WR EH JRYHUQPHQWDO EDFNLQJ IURP
WKH 6(& DQG WKH &)7&� FRPSUHKHQVLYH .<& LQLWLDWLYHV� DQG
WKH SRZHU WR HQIRUFH SHQDOWLHV DQG ILQHV ZKHQ QHFHVVDU\� 7KHVH

���� 5\DQ &OHPHQWV� &DQ D &U\SWRFXUUHQF\ 6HOI�5HJXODWLQJ 2UJDQL]DWLRQ
:RUN"� ),15(* %/2* �-XQH ��� ������ KWWSV���VLWHV�GXNH�HGX�WKHILQUHJEORJ���
���������FDQ�D�FU\SWRFXUUHQF\�VHOI�UHJXODWRU\�RUJDQL]DWLRQ�ZRUN�DVVHVVLQJ�
LWV�SURPLVH�DQG�OLNHO\�FKDOOHQJHV��
���� ,G�
���� $QQDOLHVH 0LODQR� &)7& 2IILFLDO %DFNV :LQNOHYRVV &U\SWR 6HOI�
5HJXODWLRQ %LG� &2,1'(6. �0DU� ��� ����� ���� 30�� KWWSV���ZZZ�FRLQGHVN�
FRP�FIWF�RIILFLDO�EDFNV�ZLQNOHYRVV�EURWKHUV�FU\SWR�VHOI�UHJXODWLRQ�ELG�
���� ,G�
���� 6HH JHQHUDOO\ /XX� VXSUD QRWH ��
���� &OHPHQWV� VXSUD QRWH ���� VHH DOVR %XUWRQ� VXSUD QRWH ���� DW ��
���� &OHPHQWV� VXSUD QRWH ����
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SURWRFROV IRFXV RQ WKH QHHG IRU DFFRXQWDELOLW\ DQG WUDQVSDUHQ�
F\� HOHPHQWV ),15$ KDV ODFNHG EXW DUH D QHFHVVLW\ IRU DQ\
ZRUNLQJ 652� 7KH VROXWLRQ LQFOXGHV WUXVW LQ WKH LQGXVWU\ DQG
LWV OHDGHUV WR UHJXODWH KRQHVWO\ DQG SURSHUO\� 7R EXLOG WKLV
WUXVW� WKHUH LV D QHHG IRU D GHWHUPLQHG ZDWFKIXO H\H WKDW FDQ
NHHS WUDFN RI WKH LQGXVWU\ DQG PDLQWDLQ LWV SROLFH SRZHUV RYHU
WKH 652�
7KH EHQHILWV RI LQFRUSRUDWLQJ DQ 652 LQWR WKH FU\SWRFXUUHQF\

PDUNHWSODFH DUH LPPHQVH� $Q 652 OLPLWV WKH KHDY\ UHJXODWLRQ
WKDW XQNQRZOHGJHDEOH OHJLVODWRUV DQG UHJXODWRUV PD\ LPSRVH
JLYHQ WKHLU ODFN RI H[SHUWLVH LQ WKH ILHOG� DQG� PRVW LPSRUWDQWO\�
D VLJQLILFDQW OHYHO RI XQFHUWDLQW\ LV UHPRYHG ZKHQ WKH PDUNHW
LV UHJXODWHG E\ D VHOI�JRYHUQLQJ DJHQF\ PDQDJHG E\ WKH LQGXV�
WU\���� )XUWKHU� DQ 652 FDQ PRUH HDVLO\ WDS LQWR WKH JOREDO UHJ�
XODWRU\ VSKHUH JLYHQ WKDW WKH\ KDYH D JUHDWHU RSSRUWXQLW\ WR
FROODERUDWH ZLWK RQH DQRWKHU WR EXLOG D XQLIRUP IURQW���� /DVWO\�
DQG DUJXDEO\ PRVW LPSRUWDQWO\� WKH FRVWV RI LPSOHPHQWDWLRQ
DQG HQIRUFHPHQW IDOO RQ WKH LQGXVWU\� ZKLFK UHGXFHV WKH VWUHVV
WKDW JRYHUQPHQWV PD\ HQGXUH LI WKH EXUGHQ ZHUH WR IDOO RQ
WKHP����

&21&/86,21
7KLV 1RWH GHWDLOHG WKH KLVWRU\ RI WKH FU\SWRFXUUHQF\ H[FKDQJH

DQG KRZ WKUHH SDUWLFXODU FRXQWULHV KDYH DSSURDFKHG UHJXODWRU\
DFWLRQ� :LWK &KLQD HQIRUFLQJ DQ DOO�RXW EDQ RQ ,&2V DQG WKH
WUDGLQJ RI FU\SWRFXUUHQFLHV� 6ZLW]HUODQG ZLWK LWV ´VDIH�KDYHQµ
DSSURDFK� DQG WKH 8QLWHG 6WDWHV ZLWK LWV XQGHWHUPLQHG VWDWXV�
PXFK LV VWLOO XQNQRZQ DV WR HIIHFWLYH UHJXODWLRQ RI WKH LQGXVWU\�
DQG LI WKHUH HYHQ LV D ´ULJKWµ DQVZHU� 7KLV 1RWH LV PHDQW WR
VKLQH OLJKW RQ VHYHUDO SUREOHPV ZLWKLQ VWDWHV· UHJXODWRU\ VWUDW�
HJLHV DQG SLQSRLQW ZKHUH WKHVH FRXQWULHV PD\ KDYH JRQH
ZURQJ� :KLOH VROXWLRQV WR WKHVH SUREOHPV H[FHHG WKH VFRSH RI
WKLV 1RWH� ORRNLQJ WR ZKDW RWKHU DJHQFLHV RXWVLGH RI WKH FU\SWR�
FXUUHQF\ PDUNHWSODFH KDYH GRQH WR VXFFHVVIXOO\ UHJXODWH³
),15$ EHLQJ RQH RI WKH PDMRU 652V ZLWK D KLVWRU\ RI VXFFHVV³
LV DQ LPSRUWDQW ILUVW VWHS�

���� $OH[DQGHU /DUVHQ� +HUH·V +RZ 6HOI�5HJXODWLRQ &RXOG 5HLQYLJRUDWH 7KH
&U\SWRFXUUHQF\ %RRP� /$:� 0217+/< �0D\ �� ������ KWWSV���ZZZ�ODZ\HU�
PRQWKO\�FRP���������KHUHV�KRZ�VHOI�UHJXODWLRQ�FRXOG�UHLQYLJRUDWH�WKH�
FU\SWRFXUUHQF\�ERRP��
���� ,G�
���� ,G�
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:KHQ DOO LV VDLG DQG GRQH� WKHUH LV QR SHUIHFW V\VWHP WKDW
ZRXOG ZRUN ZLWK FRPSOHWH WUDQVSDUHQF\� DXWKHQWLFLW\� LQWHJUL�
W\� DQG IOXHQF\� KRZHYHU� WKHUH LV DOZD\V D V\VWHP WKDW FDQ
ZRUN PRUH HIILFLHQWO\ WKDQ RWKHUV� :KHQ XVHG DSSURSULDWHO\�
WKH 652 UHJLPH LQ WKH FU\SWRFXUUHQF\ FRQWH[W FDQ EH WKH VWDUW
RI ZKDW PDQ\ KRSH ZLOO EULQJ DERXW WKH LQVWLWXWLRQ RI D ´WUXHµ
652³ZKHUH WKH LQGXVWU\ KDV D PDMRULW\ KROG RQ WKH HQIRUFH�
PHQW PHFKDQLVPV DQG WKH SXEOLF VHFWRU LV WKHUH DV D VLOHQW
ZDWFKIXO H\H� RU FRQWLQJHQF\ SODQ LQ WKH HYHQW WKDW LQWHJULW\ LV
ORVW�

5DQL 6KXOPDQ



 %�%�$�� 4XHHQV &ROOHJH� &LW\ 8QLYHUVLW\ RI 1HZ <RUN ������� -�'��
%URRNO\Q /DZ 6FKRRO ������� ([HFXWLYH 1RWHV (GLWRU� %URRNO\Q -RXUQDO RI
,QWHUQDWLRQDO /DZ ������������ )LUVW DQG IRUHPRVW� , ZRXOG OLNH WR WKDQN HYH�
U\ PHPEHU RI WKH %URRNO\Q -RXUQDO RI ,QWHUQDWLRQDO /DZ IRU PDNLQJ WKLV \HDU
DQ LQFUHGLEO\ VPRRWK SXEOLFDWLRQ SURFHVV� ZLWKRXW HDFK PHPEHU WKLV SXEOLFD�
WLRQ ZRXOG QRW EH SRVVLEOH� , ZRXOG OLNH WR SHUVRQDOO\ WKDQN P\ HGLWRUV� +DQ�
QDK 6DURNLQ DQG $ELJD\OH (ULFNVRQ� IRU WKHLU WLUHOHVV HIIRUWV� VOHHSOHVV QLJKWV�
DQG XQULYDOHG GHYRWLRQ WR WKLV MRXUQDO� HVSHFLDOO\ GXULQJ D WLPH ZKHQ WKH
ZRUOG KDV HYHU\ H[FXVH WR SURFUDVWLQDWH� , ZRXOG DOVR OLNH WR H[WHQG P\
WKDQNV DQG DSSUHFLDWLRQ WR P\ SDUHQWV IRU SURYLGLQJ PH WKH SODWIRUP RQ
ZKLFK WR VXFFHHG� :LWKRXW WKHP� QRQH RI WKLV ZRXOG EH SRVVLEOH� )LQDOO\� ,
ZRXOG OLNH WR WKDQN P\ XQFRQGLWLRQDOO\ ORYLQJ ZLIH IRU DOZD\V EHLQJ WKHUH WR
VXSSRUW P\ HQGHDYRUV� WKURXJK WKH JRRG� WKH EDG� DQG WKH XJO\�
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