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,QHTXDOLW\ LQ WKH 6KDULQJ (FRQRP\
*UHJRU\ 0� 6WHLQ�

,1752'8&7,21

7KLV DUWLFOH H[DPLQHV WKH H[WHQW WR ZKLFK WKH ULVH RI WKH
VKDULQJ HFRQRP\ PD\ H[DFHUEDWH H[LVWLQJ LQHTXDOLW\� ,W GHVFULEHV
WKH VKDULQJ HFRQRP\ DQG LWV IUHTXHQW XVH RI G\QDPLF SULFLQJ DV D
PHDQV RI DOORFDWLQJ VFDUFH UHVRXUFHV� ,W WKHQ IRFXVHV RQ WKUHH
W\SHV RI FRPPRGLWLHV³QHFHVVLWLHV� LQHODVWLF JRRGV DQG VHUYLFHV�
DQG SXEOLF JRRGV DQG VHUYLFHV³DQG GLVFXVVHV ZK\ WKH G\QDPLF
SULFLQJ RI WKHVH WKUHH W\SHV RI FRPPRGLWLHV UDLVHV WKH JUHDWHVW
LQHTXDOLW\ FRQFHUQV� 7KH DUWLFOH FRQFOXGHV E\ DVNLQJ ZKHWKHU
VRPH W\SH RI LQWHUYHQWLRQ LV ZDUUDQWHG DQG H[DPLQHV WKH
DGYDQWDJHV DQG GUDZEDFNV RI JRYHUQPHQW DFWLRQ� DFWLRQ E\ WKH
SULYDWH VHFWRU� RU QR DFWLRQ DW DOO�

&RQVXPHUV DQG SURYLGHUV ERWK EHQHILW IURP WKH UHFHQW ULVH
RI WKH VKDULQJ HFRQRP\� &RQVXPHUV FDQ DFFHVV D ZLGHU UDQJH RI
JRRGV DQG VHUYLFHV RQ DQ DV�QHHGHG EDVLV DQG QR ORQJHU QHHG WR
RZQ D VPDOOHU QXPEHU RI FRVWO\ DVVHWV WKDW VLW XQXVHG PRVW RI WKH
WLPH� 3URYLGHUV FDQ HQJDJH LQ SURILWDEOH VKRUW�WHUP YHQWXUHV�
ZRUNLQJ RQ WKHLU RZQ VFKHGXOHV DQG HQMR\LQJ PDQ\ QHZ
RSSRUWXQLWLHV WR VXSSOHPHQW WKHLU LQFRPH�

7KH VKDULQJ HFRQRP\ KDV H[SORGHG DV D UHVXOW RI
WHFKQRORJLFDO DGYDQFHV� SDUWLFXODUO\ WKH SHUYDVLYHQHVV RI SRZHUIXO
SRFNHW�VL]HG VXSHUFRPSXWHUV DQG WKH DELOLW\ RI LQWHUPHGLDULHV WR
SURFHVV YDVW DPRXQWV RI IDFWXDO LQIRUPDWLRQ LQVWDQWDQHRXVO\�
:KHQ D SURVSHFWLYH ULGHU UHTXHVWV D SLFN�XS IURP D ULGH�VKDULQJ
VHUYLFH� WKDW LQIRUPDWLRQ LV SURFHVVHG E\ D VHUYHU WKDW DOHUWV QHDUE\

� :RROI� 0F&ODQH� %ULJKW� $OOHQ 	 &DUSHQWHU 'LVWLQJXLVKHG 3URIHVVRU RI /DZ�
8QLYHUVLW\ RI 7HQQHVVHH &ROOHJH RI /DZ� $�%� +DUYDUG� ����� -�'� &ROXPELD� �����
JVWHLQ#XWN�HGX� 7KLV SDSHU EHQHILWHG JUHDWO\ IURP P\ GLVFXVVLRQV ZLWK -RKQ ,QIUDQFD�
-HDQHWWH .HOOHKHU� WKH ODWH -RQDWKDQ 5RKU� DQG *UDQW :LOOLDPVRQ� DQG , DP JUDWHIXO IRU
WKHLU DVVLVWDQFH� , ZRXOG DOVR OLNH WR WKDQN WKH PDQ\ SHRSOH ZKR UDLVHG KHOSIXO TXHVWLRQV
ZKHQ , SUHVHQWHG WKLV SDSHU DW WKH DQQXDO PHHWLQJ RI WKH $VVRFLDWLRQ IRU /DZ� 3URSHUW\�
DQG 6RFLHW\� WKH DQQXDO PHHWLQJ RI WKH 6RXWKHDVWHUQ $VVRFLDWLRQ RI /DZ 6FKRROV �ZKLFK
VHOHFWHG WKLV SDSHU LQ UHVSRQVH WR LWV DQQXDO &DOO IRU 3DSHUV�� DQG D 8QLYHUVLW\ RI 7HQQHVVHH
&ROOHJH RI /DZ )DFXOW\ )RUXP� 7KDQN \RX WR WKH 8QLYHUVLW\ RI 7HQQHVVHH &ROOHJH RI /DZ
DQG WR WKH 7KRPDV DQG .DWKOHHQ (ODP )DFXOW\ DQG 6WXGHQW 6XSSRUW )XQG 4XDVL�
(QGRZPHQW IRU JHQHURXV ILQDQFLDO VXSSRUW�
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GULYHUV� FDOFXODWHV D SULFH G\QDPLFDOO\ EDVHG RQ HYHU�VKLIWLQJ
VXSSO\ DQG GHPDQG� DQG UHOD\V SLFNXS LQIRUPDWLRQ WR WKH
UHTXHVWHU·V VPDUWSKRQH ZLWKLQ VHFRQGV� $V GHPDQG IRU ULGHV
VXUJHV³ZKHQ D WKXQGHUVWRUP EHJLQV RU WKH 6XSHU %RZO HQGV³WKH
DOJRULWKP HQDEOHV SULFHV WR LQFUHDVH FRUUHVSRQGLQJO\� :KLOH
SURVSHFWLYH FXVWRPHUV PLJKW YLHZ WKHVH VXGGHQ VSLNHV DV SULFH
JRXJLQJ� WKH LQWHUPHGLDU\ FODLPV WR EH SUDFWLFLQJ FDSLWDOLVP LQ LWV
SXUHVW IRUP E\ SULFLQJ WKH FRPPRGLW\ G\QDPLFDOO\�� 6XSSO\ DQG
GHPDQG FXUYHV DOZD\V FURVV VRPHZKHUH� DQG WKHPLGGOHPDQ HDUQV
LWV FRPPLVVLRQ E\ SHUIRUPLQJ LWV PDWFKPDNLQJ VHUYLFHV DQG
GHWHUPLQLQJ WKH HTXLOLEULXP SULFH LQ UHDO WLPH�

6XUJH SULFLQJ LV D GUDPDWLF FKDQJH IURP WKH PHWKRG RI
HVWDEOLVKLQJ FKDUJHV WKDW SUHYDLOHG EHIRUH WKH DGYHQW RI
VPDUWSKRQHV DQG KLJK�VSHHG GDWD PDQDJHPHQW� 7D[L UDWHV DUH
IUHTXHQWO\ VHW E\ D SXEOLF DXWKRULW\ DQG DUH FDOFXODWHG DOPRVW
HQWLUHO\ EDVHG RQ GLVWDQFH WUDYHOHG DQG WLPH HODSVHG� ZLWK OLWWOH
HIIRUW DW SULFLQJ ULGHV G\QDPLFDOO\ LQ UHVSRQVH WR VKLIWV LQ
GHPDQG�� ,Q DGGLWLRQ� VRPH MXULVGLFWLRQV OLPLW WKH QXPEHU RI WD[LV
WKDW FDQ EH RQ WKH URDG�� $W EXV\ WLPHV� WKHQ� GHPDQG IRU WD[LV DW
WKH IL[HG SULFH ZLOO GUDPDWLFDOO\ RXWVWULS VXSSO\� SDUWLFXODUO\ LQ
FLWLHV WKDW FDS WKH QXPEHU RI WD[LV�� ,Q WKHVH VHWWLQJV� RQO\ WKRVH
ZKR DUH ERWK IRUWXQDWH DQG FDSDEOH RI SD\LQJ WKH IL[HG SULFH ZLOO

� 7KLV DUWLFOH JHQHUDOO\ XVHV WKH WHUP ´FRPPRGLW\µ ZKHQ WKH VXEMHFW RI D
WUDQVDFWLRQ PD\ EH HLWKHU D JRRG RU D VHUYLFH� *RRGV DQG VHUYLFHV DUH VRPHWLPHV VXEMHFW WR
GLIIHUHQW OHJDO WUHDWPHQW� DV� IRU H[DPSOH� XQGHU $UWLFOH � RI WKH 8QLIRUP&RPPHUFLDO &RGH�
6HH 8�&�&� � ����� �$0� /$: ,167� 	 81,)� /$: &200·1 ����� �OLPLWLQJ DSSOLFDWLRQ RI
8�&�&� $UWLFOH � WR ´WUDQVDFWLRQV LQ JRRGVµ�� 6WDF\�$QQ (OY\� +\EULG 7UDQVDFWLRQV DQG WKH
,17(51(7 RI 7KLQJV� *RRGV� 6HUYLFHV� RU 6RIWZDUH"� �� :$6+� 	 /(( /� 5(9� ��� ���²��
������ �GLVFXVVLQJ XQFHUWDLQWLHV LQ WKH DSSOLFDELOLW\ RI $UWLFOH � WR WUDQVDFWLRQV LQYROYLQJ
ERWK JRRGV DQG VHUYLFHV��

� 6HH� H�J�� 1�<�&� 7D[L 	 /LPRXVLQH &RPP·Q� 7D[L )DUH� 1<&�*29�
KWWSV���ZZZ��Q\F�JRY�VLWH�WOF�SDVVHQJHUV�WD[L�IDUH�SDJH >KWWSV���SHUPD�FF�-�-0�-19&@
�VHWWLQJ IRUWK WD[L IDUHV LQ DQG DURXQG 1HZ <RUN &LW\�� 7KHUH DUH PRGHVW H[FHSWLRQV WR WKLV
VWDWHPHQW� VXFK DV UXVK�KRXU DQG HYHQLQJ VXUFKDUJHV� ,G� 7KHVH DGGHG FRVWV DUH QRWKLQJ
PRUH WKDQ UXGLPHQWDU\ YHUVLRQV RI G\QDPLF SULFLQJ� %HFDXVH WKH\ DUH IL[HG DQG QRW
IORDWLQJ� WKH\ GR QRW UHIOHFW WKH SUHFLVH VXSSO\ DQG GHPDQG DW WKH PRPHQW WKH SDVVHQJHU
ERDUGV WKH WD[L� 5DWKHU� WKH\ DUH URXJK HVWLPDWHV DV WR KRZPXFK GHPDQG WHQGV WR LQFUHDVH
RU VXSSO\ WHQGV WR GHFUHDVH XQGHU YHU\ VSHFLILF� SUHGLFWDEO\ UHFXUULQJ FRQGLWLRQV�

� 7KH &LW\ RI 1HZ <RUN� IRU H[DPSOH� ZLWK D SRSXODWLRQ RI MXVW XQGHU ���
PLOOLRQ SHRSOH� SOXV KXQGUHGV RI WKRXVDQGV RI WRXULVWV DQG GD\WLPH FRPPXWHUV� KDV
DXWKRUL]HG RQO\ ������ WD[L PHGDOOLRQV� 6HH 1�<�&� 'HS·W RI &LW\ 3ODQQLQJ� 3RSXODWLRQ ²
&XUUHQW DQG 3URMHFWHG 3RSXODWLRQV� 1<&�*29� KWWSV���ZZZ��Q\F�JRY�VLWH�SODQQLQJ�GDWD�
PDSV�Q\F�SRSXODWLRQ�FXUUHQW�IXWXUH�SRSXODWLRQV�SDJH >KWWSV���SHUPD�FF�*�)6�8.8�@�
1<& 7D[L 	 /LPRXVLQH &RPP·Q� <HOORZ &DE� 1<&�*29� KWWSV���ZZZ��Q\F�JRY�VLWH�WOF�
EXVLQHVVHV�\HOORZ�FDE�SDJH >KWWSV���SHUPD�FF���'=�.(:<@�

� (YHQ LI RII�GXW\ GULYHUV GHFLGH WR UHWXUQ WR ZRUN GXULQJ D WKXQGHUVWRUP� WKH
SULFH ZLOO UHPDLQ IL[HG� 7KH UHJXODWHG PDUNHW DOORZV IRU LQFUHDVHV LQ VXSSO\� EXW RQO\ XS
WR WKH WRWDO QXPEHU RI WD[L PHGDOOLRQV� DQG GRHV QRW SHUPLW LQFUHDVHV LQ SULFH�
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EH DEOH WR JDUQHU RQH RI WKH LQDGHTXDWH QXPEHU RI WD[LV�� ,Q RWKHU
ZRUGV� WKHUH LV D VKRUWDJH RI D QHFHVVDU\ VHUYLFH� DQG WKH OLPLWHG
DYDLODEOH VXSSO\ LV GLVWULEXWHG PRUH RU OHVV UDQGRPO\ DPRQJ
WKRVH ZKR DUH ZLOOLQJ DQG DEOH WR SD\�� (YHU\RQH HOVH LQ QHHG RI
WUDQVSRUWDWLRQ PXVW HPSOR\ VXEVWLWXWHV� E\ SD\LQJ IRU DQ
DOWHUQDWLYH W\SH RI DXWR ULGH�� UHQWLQJ D FDU� KRSSLQJ RQ D EXV RU D
VXEZD\ WUDLQ� RU XVLQJ RQH·V RZQ WZR IHHW� 7KHVH VHFRQG�FKRLFH
DOWHUQDWLYHV DUH SUHVXPDEO\ PRUH FRVWO\ HLWKHU LQ SULFH RU
LQFRQYHQLHQFH³ZDONLQJ GXULQJ D UDLQVWRUP LV RQO\ D SDUWLDO
VXEVWLWXWH IRU UHPDLQLQJ GU\³DQG OHVV DIIOXHQW SHRSOH DUH SULFHG
RXW RI VRPH SRUWLRQV RI WKH PDUNHW��

2WKHU VHUYLFH SURYLGHUV� VXFK DV VSRUWV DQG HQWHUWDLQPHQW
YHQXHV� DUH OHVV VXEMHFW WR UHJXODWLRQ� EXW VWLOO ODUJHO\ DGKHUH WR
DUFKDLF SULFLQJ PRGHOV� )RU LQVWDQFH� SULFHV IRU PRYLHV� FRQFHUWV�
DQG VSRUWLQJ HYHQWV KDYH KLVWRULFDOO\ EHHQ IL[HG� ZLWK SULFH
GLIIHUHQWLDOV W\SLFDOO\ EDVHG VROHO\ RQ WKH ORFDWLRQ RI WKH VHDW DQG
SHUKDSV WKH GD\ RI WKH ZHHN RU WLPH RI WKH \HDU� 0RUH UHFHQWO\�
VRPH RI WKHVH SURYLGHUV KDYH EHJXQ WR GLS WKHLU WRHV LQWR WKH ZDWHU
RI G\QDPLF SULFLQJ�� +RWHOV DQG³HVSHFLDOO\³FRPPHUFLDO DLUOLQHV
KDYH EHHQ PRUH DGYDQFHG LQ DGMXVWLQJ SULFHV EDVHG RQ KRZ ZHOO
URRPV DQG VHDWV DUH VHOOLQJ��� %XW KRWHO HIIRUWV DW G\QDPLF SULFLQJ
VHHP DPDWHXULVK DQG UXGLPHQWDU\ LQ FRPSDULVRQ WR� VD\� D
W\SLFDO ULGH�VKDULQJ VHUYLFH� ZKLOH DLUOLQH SULFLQJ VWUXFWXUHV DUH
VR FRPSOH[� ZLWK VR PDQ\ VHDW DQG SULFH FDWHJRULHV� WKDW WKH\ DUH
GLIILFXOW WR SDUVH� $LUOLQHV DOVR IDFH XQLTXH VHFXULW\ FRQFHUQV WKDW
KDYH OHG WR OLPLWV RQ WKH WUDQVIHUDELOLW\ RI WLFNHWV� 0DQ\ KRWHO DQG

� 'ULYHUV PLJKW DOVR EH WHPSWHG WR LPSRVH XQDXWKRUL]HG VXUFKDUJHV RU WR IRUFH
SDVVHQJHUV WR VKDUH FDUV ZLWK VWUDQJHUV� LQ HIIHFW VFDOSLQJ WKHLU RZQ GULYLQJ VHUYLFHV E\
LOOHJDOO\ LQFUHDVLQJ WKHLU WDNH�

� 7KH UHYHUVH LV DOVR WUXH� 'XULQJ WLPHV RI H[FHVV VXSSO\� WKH SULFH PXVW UHPDLQ
IL[HG DQG GULYHUV PXVW EH IRUWXQDWH WR ILQG SDVVHQJHUV� 7KRVH SDVVHQJHUV ZKR FRXOG DIIRUG
D WD[L RQO\ DW D ORZHU SULFH DUH RXW RI OXFN� HYHQ WKRXJK GULYHUV PLJKW EH ZLOOLQJ WR FKDUJH
OHVV DW WKHVH WLPHV�

� ,I D ULGH�VKDULQJ FRPSDQ\ LV FRPSHWLQJ ZLWK WKH PHGDOOLRQ WD[LV� WKH XSWLFN
LQ GHPDQG IRU WD[LV ZLOO UDLVH SULFHV IRU ULGH�VKDUHV� ZKLFK DUH D FORVH VXEVWLWXWH� 6RPH
SHRSOH ZLOO RSW IRU WKH VKDUHG�ULGH DOWHUQDWLYH� EXW WKRVH ZKR FDQQRW DIIRUG WKH VXGGHQO\
LQFUHDVHG VXUJH SULFH ZLOO EH XQDEOH WR� $V GHPDQG LQFUHDVHV� VR GRHV WKH SULFH� ZKLFK
PDNHV WKLV RSWLRQ XQDIIRUGDEOH IRU VRPH�

� )RU D VLPLODU DQDO\VLV RI WKH DOORFDWLRQ RI SXEOLF FXUEVLGH SDUNLQJ� VHH
9DQHVVD &DVDGR 3pUH]� 7KH 6WUHHW 9LHZ RI 3URSHUW\� �� +$67,1*6 /�-� ���� ���²�� ������
�FRPSDULQJ ILQGLQJ D SDUNLQJ VSRW WR FDSWXULQJ D ZLOG DQLPDO��

� 6RPH EDVHEDOO WHDPV� IRU H[DPSOH� QRZ DGMXVW WKHLU WLFNHW SULFHV EDVHG RQ WKH
TXDOLW\ RI WKH RSSRQHQW� 6HH� H�J�� 5HG 6R[ 6LQJOH *DPH 7LFNHW 3ULFLQJ� 0/%�&20�
KWWSV���ZZZ�POE�FRP�UHGVR[�WLFNHWV�VLQJOH�JDPH�WLFNHWV�VHDWLQJ�SULFLQJ >KWWSV���SHUPD�FF�<&
�(�5�(1@ �LGHQWLI\LQJ ILYH GLIIHUHQW ´WLHUVµ RI %RVWRQ 5HG 6R[ WLFNHWV� ZLWK SULFHV GHSHQGLQJ
RQ WKH YLVLWLQJ WHDP³VRUU\� %UHZHUV IDQV�³DQG WKH GD\ RI WKH ZHHN��

�� 6HH 7RP &KLWW\� 7KLV ,V +RZ $LUOLQHV 3ULFH 7LFNHWV� &1%& �$XJ� �� ������
KWWSV���ZZZ�FQEF�FRP������������KRZ�GR�DLUOLQHV�SULFH�VHDW�WLFNHWV�KWPO >KWWSV���SHUPD�FF
�$�*:�:68�@ �´>:@KDW VHHPV UDQGRP LV DFWXDOO\ DLUOLQHV· G\QDPLF SULFLQJ� XVLQJ D
VWUDWHJ\ FDOOHG DLUOLQH UHYHQXH PDQDJHPHQW�µ��
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DLUOLQH SDWURQV DOVR KDYH ZHHNV RI DGYDQFH QRWLFH LQ ZKLFK WR
PRQLWRU SULFHV EHIRUH PDNLQJ� DQG VRPHWLPHV PRGLI\LQJ� D
SXUFKDVH� ZKLOH KDLOLQJ D ORFDO FDU ULGH LV W\SLFDOO\ D VSXU RI WKH
PRPHQW GHFLVLRQ RI ORZHU LPSRUW�

,Q RWKHU ZRUGV� LI D VHUYLFH KDV D IL[HG SULFH� VXFK DV D WD[L
IDUH HVWDEOLVKHG E\ UHJXODWLRQ� DQG SXUFKDVHUV KDYH OLWWOH WLPH IRU
RU LQWHUHVW LQ HPSOR\LQJ DOWHUQDWLYHV� WKHQ LW LV GLVWULEXWHG
SULPDULO\ RQ WKH EDVLV RI FKDQFH� VXFK DV KDSSHQLQJ WR EH VWDQGLQJ
ZKHUH D WD[L GLVFKDUJHV LWV SUHYLRXV SDVVHQJHU��� :KHQ GHPDQG
RXWVWULSV VXSSO\� WKH VKRUWDJH ZLOO IRUFH WKRVH ZKR DUH QRW
IRUWXQDWH HQRXJK WR VHFXUH D WD[L WR VHHN RXW OHVV GHVLUDEOH
RSWLRQV��� %\ FRQWUDVW� LI WKH VHUYLFH LV SULFHG G\QDPLFDOO\ EDVHG RQ
HYHU�FKDQJLQJ VXSSO\ DQG GHPDQG� VXFK DV DQ 8EHU ULGH� D ODVW�
PLQXWH DLUOLQH WLFNHW� D VWUHHW�YHQGRU XPEUHOOD LQ 0DQKDWWDQ� RU
ERWWOHG ZDWHU DIWHU D KXUULFDQH� WKHQ WKH SULFH NHHSV ULVLQJ XQWLO
GHPDQG GURSV WR WKH SRLQW RI VXSSO\� DQG WKH HOHPHQW RI FKDQFH LV
UHSODFHG E\ ZLOOLQJQHVV DQG DELOLW\ WR SD\��� 7KH FRVW RI D
G\QDPLFDOO\ SULFHG JRRG RU VHUYLFH LV KLJKHVW ZKHQ GHPDQG LV KLJK
RU VXSSO\ LV ORZ�

7KLV SKHQRPHQRQ LV QRW OLPLWHG WR DPHQLWLHV SURYLGHG E\
WKH SULYDWH PDUNHW� 7KH FLW\ RI 6DQ )UDQFLVFR QRZ XVHV VXUJH
SULFLQJ IRU RQ�VWUHHW SXEOLF SDUNLQJ��� /RQGRQ� 6WRFNKROP� DQG
6LQJDSRUH UHVWULFW DFFHVV WR WKHLU EXVLHVW FHQWHU�FLW\ VWUHHWV

�� 7KHUH DUH H[FHSWLRQV WR WKLV VWDWHPHQW DV ZHOO� 7D[L GULYHUV PD\ SUHIHU
SDVVHQJHUV ZKR DUH WDNLQJ ORQJHU WULSV� ZKLFK PHDQV D UHGXFWLRQ LQ GRZQ WLPH ZLWKRXW D
SD\LQJ FXVWRPHU� RU SDVVHQJHUV WUDYHOLQJ WR OLYHOLHU QHLJKERUKRRGV� ZKHUH WKH\ PD\ EH PRUH
OLNHO\ WR SLFN XS D UHWXUQ IDUH� 7KH\PD\ DOVR IDYRU ZKLWH SDVVHQJHUV RYHU SDVVHQJHUV RI FRORU�
6HH� H�J�� 6KHOE\ 6WHHOH� +DLOLQJ :KLOH %ODFN� 7,0( �-XO\ ��� ������ KWWS���FRQWHQW�WLPH�FRP�
WLPH�PDJD]LQH�DUWLFOH�������������������KWPO >KWWSV���SHUPD�FF��5�4�%/=�@ �´, NQRZ , FDQ
VXUYLYH WKH UDFLDO SURILOLQJ RI D FDEE\�:KDWPDNHVPHPRVW QHUYRXV LV WKH DQ[LHW\ WKDW , KDYH
ZURQJO\ HVWLPDWHG WKH GHJUHH RI UDFLVP LQ $PHULFDQ OLIH�µ�� VHH DOVR *LOOLDQ %� :KLWH� 8EHU
DQG /\IW 'ULYHUV $UH )DLOLQJ %ODFN 5LGHUV� $7/$17,& �2FW� ��� ������ KWWSV���ZZZ�WKH
DWODQWLF�FRP�EXVLQHVV�DUFKLYH���������XEHU�O\IW�DQG�WKH�IDOVH�SURPLVH�RI�IDLU�ULGHV�������
>KWWSV���SHUPD�FF�%�9=��/�3@ �GHVFULELQJ D UHFHQW VWXG\ RI 8EHU DQG /\IW ILQGLQJ WKDW ´EODFN
ULGHUV IDFHG ORQJHU ZDLW WLPHV DQG PRUH IUHTXHQW FDQFHOODWLRQV WKDQ ZKLWH ULGHUVµ DQG WKDW
ULGHUV ZLWK ´EODFN�VRXQGLQJ QDPHVµ ZHUH PRUH OLNHO\ WR IDFH FDQFHOODWLRQ��

�� ,Q WKH VKRUW UXQ� WKH\ PD\ FRQVXOW D VXEZD\ PDS� ZKLOH LQ WKH ORQJ UXQ� WKH\
PD\ OREE\ IRU WKH OLFHQVLQJ RI PRUH WD[LV�

�� )RU VLPLODU UHDVRQV� 836 UHFHQWO\ LQVWLWXWHG VXUJH SULFLQJ IRU GHOLYHULHV RQ
SDUWLFXODUO\ EXV\ GD\V� VXFK DV %ODFN )ULGD\� 6HH 3DXO =LREUR� 836 WR $GG 'HOLYHU\
6XUFKDUJHV IRU %ODFN )ULGD\� &KULVWPDV 2UGHUV� :$// 675((7 -� �-XQH ��� ������
KWWSV���ZZZ�ZVM�FRP�DUWLFOHV�XSV�WR�DGG�GHOLYHU\�VXUFKDUJHV�IRU�EODFN�IULGD\�FKULVWPDV
�RUGHUV����������� >KWWSV���SHUPD�FF�$$���/)'8@�

�� +RZ ,W :RUNV� 6)3$5.� KWWS���VISDUN�RUJ�KRZ�LW�ZRUNV >KWWSV���SHUPD�FF�-&
5��.$0+@ �´6)SDUN XVHV GHPDQG�UHVSRQVLYH SULFLQJ WR RSHQ XS SDUNLQJ VSDFHV RQ HDFK
EORFN DQG UHGXFH FLUFOLQJ DQG GRXEOH�SDUNLQJ� 5DWHV PD\ YDU\ E\ EORFN� WLPH RI GD\ DQG
GD\ RI ZHHN�µ�� 6HH JHQHUDOO\ '21$/' 6+283� 7+(+,*+ &267 2) )5(( 3$5.,1* [[L²[[LY
������ �GHVFULELQJ 6DQ )UDQFLVFR·V UDWLRQDOH��
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GXULQJ WKH ZRUNGD\ E\ HPSOR\LQJ FRQJHVWLRQ SULFLQJ��� $W WKHLU
PRVW H[WUHPH� WKHVH SURJUDPV LQFUHDVH RU GHFUHDVH IDUHV IRU URDG
XVDJH EDVHG RQ WLPH DQG WUDIILF��� 6RPH WROO URDGV FKDUJH KLJKHU
SULFHV GXULQJ SHDN WUDYHO WLPHV��� DQG RWKHUV PDNH ORZHU�WUDIILF
ODQHV DYDLODEOH WR WKRVH ZLOOLQJ WR SD\ DQ XSFKDUJH���

'R WKHVH IHDWXUHV RI WKH VKDULQJ HFRQRP\ LQFUHDVH H[LVWLQJ
LQHTXDOLW\" 7KH IDFW WKDW DIIOXHQW SHRSOH FDQ DIIRUG KLJKHU�TXDOLW\
JRRGV DQG EHWWHU VHUYLFH LV QRW QHZV� DQG WKH IDLUQHVV RU
XQIDLUQHVV RI HFRQRPLF LQHTXDOLW\ LV QRW WKH VXEMHFW RI WKLV
DUWLFOH��� %XW FRPPRGLWLHV IRUPHUO\ KDG D IL[HG SULFH WKDW DOORZHG
SURVSHFWLYH SXUFKDVHUV WR EXGJHW WKHLU PRQH\ DQG SODQ IXWXUH
SXUFKDVHV� 6KDULQJ�HFRQRP\ SULFHV DUH PRUH IOXLG� ZKLFK PHDQV
WKDW JRRGV DQG VHUYLFHV EHFRPH PRUH FRVWO\ DV WKH\ EHFRPH PRUH
HVVHQWLDO� 7KLV FUHDWHV JUHDWHU XQFHUWDLQW\ IRU SURVSHFWLYH
SXUFKDVHUV� SDUWLFXODUO\ WKRVH RI PRUH PRGHVW PHDQV���

7HFKQRORJLFDO DGYDQFHV H[DFHUEDWH WKLV SUREOHP� &RPSXWLQJ
SRZHU LV FRQVLVWHQWO\ LQFUHDVLQJ��� DQG PRVW DGXOWV WRGD\ FDUU\ D
SRZHUIXO PLQL�FRPSXWHU LQ WKHLU SRFNHW RU SXUVH��� 7KLV LQFUHDVHV
HIILFLHQF\ E\ DOORZLQJ IRU WKH EHWWHU XVH RI UHVRXUFHV WKDW PLJKW
RWKHUZLVH EH ZDVWHG DQG SHUPLWV PRUH SUHFLVH SULFLQJ��� %XW LI WKH

�� &KULVWLQD $QGHUVRQ HW DO�� � )DU�)OXQJ &LWLHV 2IIHU &OXHV WR 8QVQDUOLQJ
0DQKDWWDQ·V 6WUHHWV� 1�<� 7,0(6 �)HE� ��� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������
Q\UHJLRQ�FRQJHVWLRQ�SULFLQJ�QHZ�\RUN�KWPO >KWWSV���SHUPD�FF�(�;��7<7�@�

�� ,G� �FRPSDULQJ 6LQJDSRUH·V DQG 6WRFNKROP·V DSSURDFKHV��
�� 6HH� H�J�� �� ([SUHVV /DQHV ,QVLGH WKH %HOWZD\� 9$�'(3·775$163�� KWWS���ZZZ���

H[SUHVVODQHV�RUJ�DERXWBWKHBODQHV�GHIDXOW�DVS >KWWSV���SHUPD�FF�4�1/�%�;<@ �´+RZ 'R 7KH
/DQHV :RUN" � � � � 5RDGZD\ VHQVRUV ZLOO PRQLWRU WUDIILF YROXPHV� 7ROO SULFHV ZLOO DGMXVW WR
PDQDJH GHPDQG IRU WKH ODQHV DQG NHHS WUDIILF IUHH�IORZLQJ� :KHQ WKHUH·V PRUH WUDIILF� SULFHV
ZLOO EH KLJKHU� :KHQ WKHUH·V OHVV WUDIILF� SULFHV ZLOO EH ORZHU�µ��

�� ,��� ([SUHVV /DQHV �+27 /DQHV�� *$� '(3·7 38%� 6$)(7<� KWWSV���GSV�JHRUJLD�
JRY�L����H[SUHV�ODQHV�KRW�ODQHV >KWWSV���SHUPD�FF���%:�):3(@ �´9HKLFOHV ZLWK IHZHU WKDQ
WKUHH RFFXSDQWV� LQFOXGLQJ VROR GULYHUV� ZLOO EH DEOH WR FKRRVH ZKHWKHU WR XVH WKH JHQHUDO
SXUSRVH ODQHV RU SD\ IRU D PRUH UHOLDEOH WULS LQ WKH ([SUHVV /DQHV�µ��

�� )RU DQ LQWHUHVWLQJ GLVFXVVLRQ RI WKH GHJUHH WR ZKLFK LQHTXDOLW\ PD\ EH
ELRORJLFDOO\ LQKHULWHG� VHH /XF\ $� -HZHO� 7KH %LRORJ\ RI ,QHTXDOLW\� �� '(19� /� 5(9� ����
��� ������ �´>(@QYLURQPHQWDOO\ PHGLDWHG ELRORJLFDO HIIHFWV FDQ � � � EH SDVVHG GRZQ IURP
RQH JHQHUDWLRQ WR WKH QH[W � � � �µ��

�� 6HH 2UO\ /REHO� 7KH /DZ RI WKH 3ODWIRUP� ��� 0,11� /� 5(9� ��� ��� ������
�QRWLQJ� LQ D VHFWLRQ HQWLWOHG� ´7KH 3ODWIRUP (FRQRP\� 5RPDQWLF 8WRSLD RU 1LJKWPDUH
'\VWRSLD"�µ WKDW WKH SODWIRUP HFRQRP\ FDQ EH KDLOHG HLWKHU ´DV WKH DQWL�FRUSRUDWH XWRSLDQ
DQVZHU WR WZHQWLHWK�FHQWXU\ GLVFRQWHQWPHQW RU DQ DFFHOHUDWHG SDWK WR IXUWKHU LQMXVWLFH
DQG LQHTXDOLW\µ��

�� 0RRUH·V /DZ� ZKLFK KROGV WKDW FRPSXWLQJ SRZHU ZLOO FRQWLQXH WR GRXEOH
HYHU\ WZR \HDUV� KDV KHOG WUXH IRU QHDUO\ ILIW\ \HDUV� 0225(·6 /$:� ZZZ�PRRUHVODZ�RUJ
>KWWSV���SHUPD�FF�/+-��/<1�@�

�� ´>$@Q L3KRQH >KDV@ PRUH FRPSXWLQJ SRZHU WKDQ DOO RI 1$6$ KDG GXULQJ WKH
$SROOR GD\V � � � �µ 'DYLG *URVVPDQ� +RZ 'R 1$6$·V $SROOR &RPSXWHUV 6WDFN 8S WR DQ
L3KRQH"� 3238/$50(&+$1,&6 �0DU� ��� ������ KWWSV���ZZZ�SRSXODUPHFKDQLFV�FRP�VSDFH�
PRRQ�PDUV�D������QDVD�FRPSXWHU�LSKRQH�FRPSDULVRQ� >KWWSV���SHUPD�FF�1�(��/44�@�

�� ´$ FRQVLVWHQW ILQGLQJ DFURVV DOO RXU FRXQWHUIDFWXDO DQDO\VHV LV WKDW SHHU�WR�
SHHU PDUNHWV LPSURYH FRQVXPHU ZHOIDUH� ,QFUHDVHV LQ VXUSOXV JURZ ZLWK WKH IUDFWLRQ RI
WKH SRSXODWLRQ WKDW KDV DFFHVV WR WKH PDUNHWSODFH DQG WKH IUDFWLRQ RI VXSSO\ DQG GHPDQG
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UHVRXUFH LV ERWK VFDUFH DQG VXUJH�SULFHG� LWV FRVW LQFUHDVHV GXULQJ
VKRUWDJHV DQG UDWLRQLQJ LV QRZEDVHG RQSULFH UDWKHU WKDQ RQ FKDQFH�
,QVWHDG RI DOORFDWLQJ WKH JRRG EDVHG RQ D UDWLRQ FRXSRQ RU JRRG
IRUWXQHZH LQVWHDG GLVWULEXWH LW RQ WKH EDVLV RI KRZPXFK SURVSHFWLYH
EX\HUV FDQ SD\���

:KHQ VXUJH SULFLQJ LV LQ HIIHFW� WKH FKDUJHV IRU ILQLWH SULYDWH
FRPPRGLWLHV� VXFK DV ORGJLQJ� DQG ILQLWH SXEOLF FRPPRGLWLHV� VXFK
DV VSDFH IRU \RXU YHKLFOH RQ D FURZGHG KLJKZD\� DUH OHVV SUHGLFWDEOH
DQGPRUH SURQH WR VSLNHV� 'HPDQG�EDVHG SULFLQJ V\VWHPV OHDYH WKH
PRVW SULFH�VHQVLWLYH FRQVXPHUV OHVV DEOH WR SURFXUH FHUWDLQ JRRGV
DQG VHUYLFHV� VRPH RI ZKLFK DUH HVVHQWLDO� DQG OHVV DEOH WR SODQ
DKHDG� 7KHVH SULFLQJ LPSDFWV PD\ DOVR DIIHFW VXEVWLWXWHV IRU WKH
JRRG� 7KHUH LV HYLGHQFH WKDW DQ LQFUHDVH LQ KRPH�VKDULQJ YLD
SODWIRUPV VXFK DV $LUEQE OHDGV WR KLJKHU UHQWV DQG SXUFKDVH SULFHV
IRU KRPHV��� $V SURSHUW\ RZQHUV VKLIW WR OHDVLQJ WKHLU XQLWV WR
WUDQVLHQW RFFXSDQWV YLD VKDULQJ SODWIRUPV� ZKHUH WKH\ FDQ
VRPHWLPHV HDUQ IDU PRUH��� IHZHU XQLWV ZLOO EH DYDLODEOH IRU
SHUPDQHQW UHVLGHQWV DQG SULFHV ZLOO ULVH��� 5HVLGHQWLDO XQLWV DUH
OLPLWHG� DQG LW LV VORZ DQG FRVWO\ WR DGG KRXVLQJ VWRFN��� %XW LW LV
DOVR SRVVLEOH WKDW WKH ULVH LQ KRPH�VKDULQJ ZLOO LQGXFH SURSHUW\
RZQHUV WR UHXVH WKHLU H[LVWLQJ VWRFN PRUH HIILFLHQWO\� UHQRYDWLQJ

UHTXHVWV WKDW DUH IXOILOOHG�µ 6DPXHO )UDLEHUJHU 	 $UXQ 6XQGDUDUDMDQ� 3HHU�WR�3HHU
5HQWDO 0DUNHWV LQ WKH 6KDULQJ (FRQRP\ � �6HSW� ��� ����� �XQSXEOLVKHG PDQXVFULSW��
KWWS���VVUQ�FRP�DEVWUDFW ������� >KWWSV���SHUPD�FF�$+���<$.5@�

�� 7KLV SKHQRPHQRQ� WRR� LV QRWKLQJ QHZ� 'XULQJ ZDUWLPH� UDWLRQ FRXSRQV PD\
EH UHVROG LOOHJDOO\ RQ VHFRQGDU\ PDUNHWV� $ IRUP RI VFDOSLQJ WDNHV SODFH� DQG WKH PDUNHW
HFRQRP\ GHIHDWV ZHOO�LQWHQWLRQHG HIIRUWV WR UHJXODWH LW� %XW WHFKQRORJLFDO DGYDQFHV
IXUWKHU HQDEOH WKHVH SUDFWLFHV�

�� 'D\QH /HH� 1RWH� +RZ $LUEQE 6KRUW�7HUP 5HQWDOV ([DFHUEDWH /RV $QJHOHV·V
$IIRUGDEOH +RXVLQJ &ULVLV� $QDO\VLV DQG 3ROLF\ 5HFRPPHQGDWLRQV� �� +$59� /� 	 32/·<
5(9� ���� ���²�� �������

�� 6HH� H�J�� =RH *UHHQEHUJ� 1HZ <RUN &LW\ /RRNV WR &UDFN 'RZQ RQ $LUEQE
$PLG +RXVLQJ &ULVLV� 1�<� 7,0(6 �-XO\ ��� ������ KWWSV���ZZZ�Q\WLPHV�FRP���������
���Q\UHJLRQ�QHZ�\RUN�FLW\�DLUEQE�FUDFNGRZQ�KWPO"DFWLRQ FOLFN	PRGXOH ,Q���2WKHU�
��1HZV	SJW\SH +RPHSDJH	DFWLRQ FOLFN	PRGXOH 1HZV	SJW\SH +RPHSDJH >KWWSV���
SHUPD�FF��+�*����8@ �GLVFXVVLQJ D SURSRVHG 1HZ <RUN &LW\ ODZ WKDW ZRXOG ´SUHYHQW
ODQGORUGV DQG WHQDQWV IURP LOOHJDOO\ UHQWLQJ RXW DSDUWPHQWV IRU D IHZ GD\V DW D WLPH WR
WRXULVWV� D SKHQRPHQRQ WKDW WKH FLW\ VD\V KDV DJJUDYDWHG WKH KRXVLQJ FULVLV E\ PDNLQJ
VKRUW�WHUP UHQWDOV PRUH SURILWDEOH WKDQ ORQJ�WHUP OHDVHVµ��

�� 6HH .\OH %DUURQ HW DO�� 7KH (IIHFW RI +RPH�6KDULQJ RQ +RXVH 3ULFHV DQG
5HQWV� (YLGHQFH IURP $LUEQE �-DQ� ��� ����� �XQSXEOLVKHG PDQXVFULSW�� KWWSV���SDSHUV�
VVUQ�FRP�VRO��SDSHUV�FIP"DEVWUDFWBLG ������� >KWWSV���SHUPD�FF��=$6�:&�3@�

�� 6HH &DQGDFH -DFNVRQ� 7KH 1HZ $PHULFDQ 'UHDP +RPH ,V 2QH <RX 1HYHU
+DYH WR /HDYH� 1�<� 7,0(6 �2FW� ��� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������RSLQLRQ
�VXQGD\�UHDO�HVWDWH�KRXVLQJ�PDUNHW�GUHDP�KRPH�KWPO >KWWSV���SHUPD�FF��98<�10�<@
�GHVFULELQJ QHZ KRPH GHVLJQV WKDW LQFOXGH VHSDUDEOH SRUWLRQV WKDW FDQ EH OHW RXW RQ D
VSRUDGLF EDVLV��
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XQXVHG RU GLODSLGDWHG XQLWV DQG UHQWLQJ RXW EHGURRPV WKDW PLJKW
RWKHUZLVH VLW LGOH���

7KHUH DUH VHYHUDO SRVVLEOH UHVSRQVHV WR PLVPDWFKHV VXFK DV
WKHVH� 2QH VROXWLRQ LV WR SURKLELW VXUJH SULFLQJ� DV WD[L FRPPLVVLRQV
KLVWRULFDOO\ KDYH GRQH DQG DV PDQ\ VWDWHV XVHG WR GR ZLWK UHVSHFW
WR WLFNHW VFDOSLQJ��� 0DUNHW SUHVVXUHV OLPLW WKH HIIHFWLYHQHVV RI WKLV
DSSURDFK DW WLPHV RI SHDN GHPDQG� DQG LOOHJDO WLFNHW VFDOSLQJ ZDV
FRPPRQ DQG KDUG WR SROLFH ZKHQ VXFK UXOHV ZHUH LQ HIIHFW��� 7KH
SULYDWH PDUNHW KDV DWWHPSWHG WR DGGUHVV WKLV SUREOHP�
7LFNHWPDVWHU� IRU H[DPSOH� KDV H[SHULPHQWHG ZLWK SDSHUOHVV
WLFNHWLQJ WKDW PDNHV LW GLIILFXOW WR UHVHOO DW D SURILW��� WKRXJK
FRQVXPHU UHVSRQVH KDV EHHQ RYHUZKHOPLQJO\ QHJDWLYH��� %UXFH
6SULQJVWHHQ WRRN D GLIIHUHQW DSSURDFK� VHWWLQJ SULFHV IRU KLV UHFHQW
%URDGZD\ VKRZ DW FRQVLGHUDEO\ OHVV WKDQ WKH PDUNHW ZRXOG KDYH
ERUQH��� DQG .LG 5RFNPDNHV D VPDOO QXPEHU RI WLFNHWV DYDLODEOH DW
D YHU\ PRGHVW SULFH��� (IIRUWV VXFK DV WKHVH PD\ EH GRRPHG WR IDLO�
7KH 6XSHU %RZO PDGH ILYH KXQGUHG RI WKH OHDVW GHVLUDEOH VHDWV
DYDLODEOH E\ ORWWHU\ RQH \HDU DW D EDUJDLQ UDWH RI ����� 6L[W\
SHUFHQW RI WKRVH WLFNHWV ZHUH UHVROG ZLWKLQ WZHQW\�IRXU KRXUV� VRPH
IRU DV PXFK DV ���������

7KH SURGXFHUV RI +DPLOWRQ� E\ FRQWUDVW� KDYH UDLVHG ER[�
RIILFH SULFHV WR WKH PDUNHW UDWH� FDSWXULQJ WKH IXOO YDOXH RI WKH
OLFHQVH IRU WKH SDUW\ WKDW FUHDWHG LW UDWKHU WKDQ IRU DQ
LQWHUPHGLDU\ UHVHOOHU��� 7KLV VROYHV WKH VFDOSLQJ SUREOHP� EXW

�� 6HH (UH] $ORQL� &DSWXULQJ ([FHVV LQ WKH 2Q�'HPDQG (FRQRP\� �� 8� +$:�
/� 5(9� ���� ���²�� ������ �GLVWLQJXLVKLQJ EHWZHHQ VKDULQJ WKDW PDNHV XVH RI H[FHVV
FDSDFLW\ DQG PRUH WUDGLWLRQDO FRPPHUFLDO DFWLYLW\ WKDW GRHV QRW��

�� 6HH *UHJRU\ 0� 6WHLQ� :LOO 7LFNHW 6FDOSHUV 0HHW WKH 6DPH )DWH DV 6SLQDO 7DS
'UXPPHUV" 7KH6DOH DQG5HVDOH RI&RQFHUW DQG6SRUWV7LFNHWV� �� 3(33�/�5(9� �� ��²�� �������

�� &I� LG� DW ��²�� �GLVFXVVLQJ PRUH UHFHQW JRYHUQPHQW HIIRUWV��
�� ,G� DW ��²���
�� ,G� DW ���
�� 7LFNHWV VROG LQLWLDOO\ IRU ��� WR ���� EXW ZHUH DYDLODEOH RQ UHVDOH ZHEVLWHV IRU

DV PXFK DV ������� 1HLO ,UZLQ� :K\ 6XUJH 3ULFHV 0DNH 8V 6R 0DG� :KDW 6SULQJVWHHQ�
+RPH 'HSRW DQG D 1REHO :LQQHU .QRZ� 1�<� 7,0(6 �2FW� ��� ������ KWWSV���ZZZ�Q\WLPHV�
FRP������������XSVKRW�ZK\�VXUJH�SULFHV�PDNH�XV�VR�PDG�ZKDW�VSULQJVWHHQ�KRPH�GHSRW�
DQG�D�QREHO�ZLQQHU�NQRZ�KWPO"VPSURG Q\WFRUH�LSDG	VPLG Q\WFRUH�LSDG�VKDUH >KWWSV���S
HUPD�FF�:�(.�+=6/@ �´>2@QH YLHZ RI WKH 6SULQJVWHHQ DSSURDFK LV WKDW LW LV HFRQRPLFDOO\
LUUDWLRQDO� %XW DQRWKHU LV WKDW LW LV SDUW RI D ORQJ�WHUP UHODWLRQVKLS EHWZHHQ D SHUIRUPHU
DQG KLV IDQV�µ��

�� 6WHLQ� VXSUD QRWH ��� DW �²��
�� 0DWWKHZ )XWWHUPDQ� 1)/ WR &KDUJH 1HZ <RUN 3ULFHV� :$// 675((7 -�

�6HSW� ��� ������ KWWS���RQOLQH�ZVM�FRP�DUWLFOH�6%���������������������������������
���������KWPO"PRG ZVMBYDOHWERWWRPBHPDLO >KWWSV���SHUPD�FF��%9$�-/=/@�

�� 0LFKDHO 3DXOVRQ� ¶+DPLOWRQ· 5DLVHV 7LFNHW 3ULFHV� 7KH %HVW 6HDWV :LOO 1RZ
&RVW ����� 1�<� 7,0(6 �-XQH �� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������WKHDWHU�
KDPLOWRQ�UDLVHV�WLFNHW�SULFHV�WKH�EHVW�VHDWV�ZLOO�QRZ�FRVW�����KWPO >KWWSV���SHUPD�FF�5
<*��/76+@ �GHVFULELQJ WKLV DV ´SDUW RI D EURDGHU HIIRUW WR VWDQFK WKH ORVV RI WHQV RI
PLOOLRQV RI GROODUV LQ SRWHQWLDO UHYHQXH WR VFDOSHUVµ�� 7KH DUWLFOH JRHV RQ WR QRWH� ´$ 1HZ
<RUN 7LPHV DQDO\VLV VXJJHVWV WKDW UHVHOOHUV DUH PDNLQJ ��� PLOOLRQ SHU \HDU RQ
¶+DPLOWRQ· WLFNHWV³PRQH\ WKDW GRHV QRW JR WR WKH VKRZ·V SURGXFHUV� FUHDWRUV RU
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RQO\ E\ PDNLQJ WKH WLFNHW H[FHHGLQJO\ H[SHQVLYH WR WKH ILUVW
SXUFKDVHU DQG SULFLQJ PDQ\ SURVSHFWLYH SDWURQV RXW RI WKH
PDUNHW IURP WKH RXWVHW��� 7R WKH H[WHQW WKDW UHVWULFWLRQV RQ
VFDOSLQJ IDLO� GXH HLWKHU WR PDUNHW SUHVVXUHV RU WHFKQRORJLFDO
ZRUN�DURXQGV� WKH SULFH ULVHV DQG WKH SURGXFHU RU LQWHUPHGLDU\
HDUQV PRUH��� 7KRVH XQZLOOLQJ RU XQDEOH WR SD\ WKH KLJKHU SULFH
FDQQRW HQMR\ WKH QRZ�FRVWOLHU VHUYLFH���

$QRWKHU UHVSRQVH WR LQDGHTXDWH VXSSO\ LV WR RIIHU
DOWHUQDWLYH VHUYLFHV WR WKRVH XQDEOH WR DIIRUG WKH PDUNHW SULFH RI
WKH SULPDU\ VHUYLFH� 7KLV LV SDUWLFXODUO\ LPSRUWDQW IRU JRRGV DQG
VHUYLFHV WKDW DUH HVVHQWLDO RU QHDUO\ HVVHQWLDO DQG IRU FRPPRGLWLHV
WUDGLWLRQDOO\ SURYLGHG E\ WKH SXEOLF VHFWRU� &LWLHV FDQ SURYLGH
PDVV WUDQVLW RSWLRQV WR WKRVH XQDEOH WR DIIRUG WKH VXUJH SULFH IRU
ULGH�VKDULQJ VHUYLFHV��� *RYHUQPHQW FDQ SURYLGH PRQHWDU\ RU LQ�
NLQG VXSSRUW WR WKRVH ZKR FDQQRW DIIRUG HVVHQWLDO VHUYLFHV� DV LW
GRHV ZLWK QXWULWLRQDO DVVLVWDQFH� KRXVLQJ YRXFKHUV� DQG KHDOWK
FDUH VXEVLGLHV�

7KH DOWHUQDWLYH VHUYLFHV PLJKW HYHQ EH IXQGHG E\ SDUW RI
WKH IHH SDLG IRU WKH SULPDU\ VHUYLFH� DV ZKHQ KLJKZD\ WROOV�
JDVROLQH WD[HV� SDUNLQJ IHHV� RU UHYHQXHV IURP FRQJHVWLRQ�SULFHG
VWUHHWV DUH XVHG WR SD\ IRU PDVV WUDQVLW LPSURYHPHQWV��� ,Q WKLV
ZD\� XVHUV IRUWXQDWH HQRXJK WR HQMR\ WKH PRUH GHVLUDEOH JRRG RU
VHUYLFH� ZKR FRQWULEXWH WR WKH VKRUWDJH� VXEVLGL]H XVHUV RI WKH OHVV
GHVLUDEOH VXEVWLWXWH� %XW WKRVH ZKR DUH ZLOOLQJ DQG DEOH WR SD\
WKH PDUNHW UDWH� LQFOXGLQJ WKH VXUJH UDWH� PD\ UHVHQW VXEVLGL]LQJ
WKRVH ZKR FDQQRW DQG GR QRW� SDUWLFXODUO\ LI PRUH DQG PRUH XVHUV
FHDVH WR EHQHILW IURP WKH SXEOLF DOWHUQDWLYH��� ,I \HVWHUGD\·V PRUH

HPSOR\HHV�µ ,G� 1RWH WKDW LQIRUPDWLRQ RQ WKH ER[ RIILFH SULFH LV QRW DYDLODEOH IURP WKH
SULPDU\ VRXUFH �WKH ER[ RIILFH�� ZKLFK GLVSOD\V RQO\ SULFHV IRU UHVDOHV� WLFNHWV LVVXHG E\
WKH ER[ RIILFH DSSHDU WR VHOO RXW LQVWDQWO\�

�� ,G� (YHQ +DPLOWRQ PDNHV D VPDOO QXPEHU RI WLFNHWV DYDLODEOH E\ ORWWHU\ IRU
��� VKRUWO\ EHIRUH HDFK SHUIRUPDQFH� +DP�+DP /RWWHU\� +$0,/721 086,&$/� KWWSV���
KDPLOWRQPXVLFDO�FRP�ORWWHU\� >KWWSV���SHUPD�FF��=(4�5:)=@�

�� ,Q VHWWLQJV VXFK DV +DPLOWRQ WLFNHWV� WKH VKRUWDJH LV FDXVHG E\ WKH IDFW WKDW
VXSSO\ LV LQFDSDEOH RI PHHWLQJ GHPDQG�

�� 2U WKH\ PD\ FKRRVH WR HQMR\ WKH WLFNHW WKHPVHOYHV ZKLOH IRUHJRLQJ WKH SRWHQWLDO
JDLQ IURP UHVHOOLQJ LW�

�� 7KLV RSWLRQ LV ILQDQFLDOO\ YLDEOH RQO\ LQ SODFHV ZLWK VXIILFLHQW SRSXODWLRQ GHQVLW\
WR VXVWDLQ WKHVH SXEOLF DOWHUQDWLYHV�

�� 6HH� H�J�� (PPD *� )LW]VLPPRQV�8EHU +LW :LWK &DS DV 1HZ <RUN &LW\ 7DNHV
/HDG LQ &UDFNGRZQ� 1�<� 7,0(6 �$XJ� �� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������Q\
UHJLRQ�XEHU�YRWH�FLW\�FRXQFLO�FDS�KWPO >KWWSV���SHUPD�FF�3��&�/*�=@ �´>1HZ <RUN@ *RY�
$QGUHZ0� &XRPR� ZKR FRQWUROV WKH VXEZD\� KDV VDLG KH ZLOO SXVK IRU FRQJHVWLRQ SULFLQJ
GXULQJ WKH QH[W VWDWH OHJLVODWLYH VHVVLRQ WR KHOS SD\ IRU DQ DPELWLRXV� PXOWLELOOLRQ GROODU
RYHUKDXO SODQ IRU WKH VXEZD\�µ��

�� 6HH� H�J�� (PPD *� )LW]VLPPRQV� 6XEZD\ 5LGHUVKLS 'URSSHG $JDLQ LQ 1HZ
<RUN DV 3DVVHQJHUV )OHH WR 8EHU� 1�<� 7,0(6 �$XJ� �� ������ KWWSV���ZZZ�Q\WLPHV�FRP���
���������Q\UHJLRQ�VXEZD\�ULGHUVKLS�Q\F�PHWUR�KWPO >KWWSV���SHUPD�FF�0.=��=7-0@
�´>5@LGHUVKLS GURSSHG IRU WKH VHFRQG \HDU LQ D URZ DV SDVVHQJHUV IOHH WKH V\VWHP IRU 8EHU
DQG RWKHU ULGH�KDLOLQJ VHUYLFHV� GUDLQLQJ WKH WUDQVLW V\VWHP RI EDGO\ QHHGHG UHYHQXH�µ��
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DIIOXHQW VXEZD\ FRPPXWHUV EHFRPH WRPRUURZ·V /\IW SDVVHQJHUV�
WKH\ ZLOO RSSRVH VXUFKDUJHV RQ /\IW ULGHV WR VXSSRUW WKH VXEZD\
WKH\ QR ORQJHU XVH���

7KLV DUWLFOH H[DPLQHV ZKHWKHU WKH UDSLG JURZWK RI WKH
VKDULQJ HFRQRP\� DQG LWV FRQFRPLWDQW LQFUHDVHG XVH RI G\QDPLF
SULFLQJ� ZLOO FRPSRXQG WKH DPRXQW RI LQHTXDOLW\ RXU HFRQRPLF
V\VWHP DOUHDG\ IRVWHUV� ,W DUJXHV WKDW� GHSHQGLQJ RQ WKH W\SHV RI
JRRGV RU VHUYLFHV LQ TXHVWLRQ� GLIIHUHQW OHYHOV RI PDUNHW LQWHUYHQWLRQ
PLJKW EH QHFHVVDU\ WR SURWHFW WKRVH ZKR DUH QHJDWLYHO\ DIIHFWHG E\
LQFUHDVHG SULFHV� 3DUW , RI WKLV DUWLFOH GHVFULEHV WKH VKDULQJ HFRQRP\
LQ EULHI� GHILQHV VRPH EDVLF WHUPV� GLVFXVVHV ZK\ WKH VKDULQJ
HFRQRP\KDV EORVVRPHG� GHVFULEHV WKH G\QDPLF SULFLQJ WKDW LVZLGHO\
XVHG E\ VKDULQJ SODWIRUPV� DQG DVNV ZKHWKHU WKLV LV WKH IDLUHVW
PHWKRG RI DOORFDWLQJ VFDUFH JRRGV� 3DUW ,, IRFXVHV RQ QHFHVVLWLHV�
LQHODVWLF JRRGV DQG VHUYLFHV� DQG SXEOLF JRRGV DQG VHUYLFHV� DQG
GLVFXVVHV ZK\ WKH G\QDPLF SULFLQJ RI WKHVH WKUHH W\SHV RI
FRPPRGLWLHV UDLVHV WKH JUHDWHVW LQHTXDOLW\ FRQFHUQV� 3DUW ,,, WXUQV
WR WKH VKRUW� DQG ORQJ�UXQ HIIHFWV RI WKH UDSLG WUDQVLWLRQ WR D VKDULQJ
HFRQRP\� H[DPLQLQJ KRZ OHVV DIIOXHQW SHRSOH DUH OLNHO\ WR IDUH DW
ILUVW DQG WKHQ ODWHU RQ� DV WKHVH FKDQJHV EHFRPH PRUH ILUPO\ ZRYHQ
LQWR WKH IDEULF RI WKH HFRQRP\� )LQDOO\� 3DUW ,9 DVNV ZKHWKHU VRPH
W\SH RI LQWHUYHQWLRQ LV ZDUUDQWHG DQG H[DPLQHV WKH DGYDQWDJHV DQG
GUDZEDFNV RI JRYHUQPHQW DFWLRQ� DFWLRQ E\ WKH SULYDWH VHFWRU� RU QR
DFWLRQ DW DOO�

,� 7+( 6+$5,1* (&2120<

7KLV 3DUW UHYLHZV WKH FKDUDFWHULVWLFV RI WKH VKDULQJ
HFRQRP\ DQG GLVFXVVHV WKH DVVRFLDWHG ULVH LQ WKH XVH RI G\QDPLF
SULFLQJ IRU VFDUFH JRRGV� 1H[W� LW GHVFULEHV WKH EHQHILWV RI WKH
VKDULQJ HFRQRP\ DQG WKH ZD\V LQ ZKLFK WKRVH EHQHILWV DFFRXQW IRU
LWV JURZWK� )LQDOO\� LW H[SORUHV VRPH OLNHO\ IXWXUH GHYHORSPHQWV LQ
WKH VKDULQJ HFRQRP\�

$� 7HUPLQRORJ\ DQG &KDUDFWHULVWLFV

7KH VKDULQJ HFRQRP\³DOVR UHIHUUHG WR DV WKH SODWIRUP�
JLJ� SHHU�WR�SHHU� DFFHVV� RU RQ�GHPDQG HFRQRP\³LV VRPHZKDW

7UDFH\ /LQGHPDQ� 5LGH�+DLOLQJ ,V 'HHSHQLQJ 6RFLDO DQG (FRQRPLF ,QHTXLW\ LQ WKH 86�
9,&(� 027+(5%2$5' �)HE� ��� ������ KWWSV���PRWKHUERDUG�YLFH�FRP�HQBXV�DUWLFOH�ZM�Q
�T�XEHU�O\IW�DUH�PDNLQJ�SXEOLF�WUDQVLW�ZRUVH�ULGHVKDULQJ�FLWLHV >KWWSV���SHUPD�FF�/�50�8
35'@ �QRWLQJ WKDW ´WKH JURZWK RI LQGLYLGXDOL]HG WUDQVSRUWDWLRQ RSWLRQV LV FDQQLEDOL]LQJ
SXEOLF WUDQVLW³DQG ZLWKRXW JRRG� UHOLDEOH� YDVW SXEOLF WUDQVLW QHWZRUNV� ZH·OO QHYHU KDYH
VRFLDO DQG HFRQRPLF HTXLW\µ��

�� 6HH LG�
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RI D PLVQRPHU��� ´6KDUHµ LV GHILQHG DV ´WR SDUWLFLSDWH LQ� XVH� RU
H[SHULHQFH LQ FRPPRQ�µ�� 7KH ZRUG PD\ FRQQRWH EHVWRZLQJ
VRPHWKLQJ ZLWKRXW FRQVLGHUDWLRQ��� DV ZKHQ D FKLOG VKDUHV WKHLU
FDQG\ ZLWK D FODVVPDWH� ZKHUH LW ZRXOG EH XQXVXDO WR H[SHFW
SD\PHQW��� %\ FRQWUDVW� IHZ WUDQVDFWLRQV LQ WKH QHZ VKDULQJ
HFRQRP\ ODFN FRQVLGHUDWLRQ��� :LGHVSUHDG XVH RI WKH WHUP
´VKDULQJµ ZLWKLQ WKH LQGXVWU\ PD\� DW VRPH OHYHO� EH LQWHQGHG WR
GLVFRXUDJH UHJXODWLRQ RI WKH LQGXVWU\��� )RUPHU 8�6� 6HFUHWDU\ RI
/DERU 5REHUW 5HLFK KDV HYHQ ODEHOHG WKH VKDULQJ HFRQRP\ WKH
´VKDUH�WKH�VFUDSVµ HFRQRP\���

$ PRUH DFFXUDWH QDPH IRU WKLV QHZ HFRQRP\ PLJKW EH WKH
´OHDVLQJµ RU� SHUKDSV� ´VXEOHDVLQJµ RU ´OLFHQVLQJµ HFRQRP\��� 6KRUW�
WHUP WUDQVDFWLRQV VXFK DV EHDFK UHQWDOV XVHG WR EH EURNHUHG E\ UHDO
HVWDWH DJHQWV DQG ZHUH FXPEHUVRPH WR DUUDQJH YLD SKRQH� ID[� DQG
VQDLO PDLO��� %XW $LUEQE� IRXQGHG RQO\ LQ ����� KDG PRUH WKDQ IRXU

�� 6HH 5\DQ &DOR 	 $OH[ 5RVHQEODW� 7KH 7DNLQJ (FRQRP\� 8EHU� ,QIRUPDWLRQ�
DQG 3RZHU� ��� &2/80� /� 5(9� ����� ���� ������ �GLVFXVVLQJ WKH YDJXHQHVV RI WKH WHUP��
VHH DOVR 6WHYHQ *UHHQKRXVH� 7KH :KDWFKDPDFDOOLW (FRQRP\� 1�<� 7,0(6 �'HF� ��� ������
KWWSV���ZZZ�Q\WLPHV�FRP������������RSLQLRQ�WKH�ZKDWFKDPDFDOOLW�HFRQRP\�KWPO"HPF H
WD� >KWWSV���SHUPD�FF�/4�4�55(.@ �OLVWLQJ VHYHUDO DOWHUQDWLYH QDPHV DQG GLVFXVVLQJ WKH
ZHDNQHVVHV DQG LQDFFXUDFLHV RI HDFK��

�� $0(5,&$1 +(5,7$*( ',&7,21$5< ���� ��G HG� ������
�� )RU H[DPSOHV RI QHZ VKDULQJ SODWIRUPV WKDW RSHUDWH ZLWKRXW FRQVLGHUDWLRQ� VHH

'DYH )DJXQGHV� :K\ /HVV 3URSHUW\ ,V 0RUH� ,QFOXVLRQ� 'LVSRVVHVVLRQ� 	 6XEMHFWLYH :HOO�
%HLQJ� ��� ,2:$ /� 5(9� ����� ����²�� ������ �JLYLQJ H[DPSOHV RI JUDWXLWRXV VKDULQJ DQG
DUJXLQJ WKDW WKHVH W\SHV RI WUDQVDFWLRQV FDQ LQFUHDVH VXEMHFWLYH KDSSLQHVV��

�� 6RPH UHDGHUV PD\ UHFDOO WKH SXEOLF VHUYLFH DQQRXQFHPHQW �DQG HDUZRUP�
´,W·V 1LFH WR 6KDUH�µ ZKLFK HQFRXUDJHG FKLOGUHQ WR VKDUH� 8QLWHG &KXUFK RI &KULVW 	 7KH
(SLVFRSDO &KXUFK� ,W·V 1LFH WR 6KDUH� <2878%( �1RY� ��� ������ KWWSV���ZZZ�\RXWXEH�FRP
�ZDWFK"Y D�+H\T;(62J >KWWSV���SHUPD�FF�*&�5��3(4@�

�� 6HH 8�6� )('� 75$'( &200·1� 7+( ´6+$5,1*µ (&2120<� ,668(6 )$&,1*
3/$7)2506� 3$57,&,3$176� $1' 5(*8/$7256 ��²�� �1RY� ������ KWWSV���ZZZ�IWF�JRY�
V\VWHP�ILOHV�GRFXPHQWV�UHSRUWV�VKDULQJ�HFRQRP\�LVVXHV�IDFLQJ�SODWIRUPV�SDUWLFLSDQWV�
UHJXODWRUV�IHGHUDO�WUDGH�FRPPLVVLRQ�VWDII�S������BIWFBVWDIIBUHSRUWBRQBWKHBVKDULQJBHF
RQRP\�SGI >KWWSV���SHUPD�FF�.�3.���46@ >KHUHLQDIWHU )7&� 7+( ´6+$5,1*µ (&2120<@�

�� 6HH 1DWDVKD 6LQJHU� 7ZLVWLQJ :RUGV WR 0DNH ¶6KDULQJ· $SSV 6HHP 6HOIOHVV�
1�<� 7,0(6 �$XJ� �� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������WHFKQRORJ\�WZLVWLQJ�ZRUGV
�WR�PDNH�VKDULQJ�DSSV�VHHP�VHOIOHVV�KWPO >KWWSV���SHUPD�FF�:'1����40@ �´$JDLQVW WKH
EDFNGURS RI SRVVLEOH UHJXODWLRQ� HJDOLWDULDQ�VRXQGLQJ ZRUGV OLNH ¶VKDULQJ· DQG ¶SDUWQHU·
GLVWDQFH VWDUW�XSV� OLQJXLVWLFDOO\ DW OHDVW� IURP WKH WUDGLWLRQDOO\ UHJXODWHG LQGXVWULHV WKH\
VHHN WR GLVSODFH�µ��

�� 5REHUW 5HLFK�7KH 6KDUH�WKH�6FUDSV (FRQRP\� 52%(575(,&+�25* �)HE� �� ������
KWWS���UREHUWUHLFK�RUJ�SRVW������������� >KWWSV���SHUPD�FF�<+���7<��@ �´7KH ELJPRQH\ JRHV
WR WKH FRUSRUDWLRQV WKDW RZQ WKH VRIWZDUH� 7KH VFUDSV JR WR WKH RQ�GHPDQG ZRUNHUV�µ��

�� 5HFRJQL]LQJ WKH LQGLYLGXDOL]HG QDWXUH RI SURYLGLQJ DQG SURFXULQJ VHUYLFHV LQ
WKH VKDULQJ HFRQRP\� RQH VFKRODU KDV VXJJHVWHG FDOOLQJ LW WKH ´JR�LW�DORQH HFRQRP\�µ 'DQLHO
-� +HPHO� 3RROLQJ DQG 8QSRROLQJ LQ WKH 8EHU (FRQRP\� ���� 8� &+,� /(*$/ )� ���� ����

�� 6HH� H�J�� .HOOHQ=DOH�:KHQ(YHU\WKLQJ ,V6PDOO� 7KH5HJXODWRU\&KDOOHQJH RI6FDOH
LQ WKH 6KDULQJ (FRQRP\� �� 6$1',(*2/�5(9� ���� ��� ������ �´:KLOH PDQ\ RI WKH XQGHUO\LQJ
DFWLYLWLHV RFFXUULQJ LQ WKH VKDULQJ HFRQRP\� VXFKDVKRPH�VKDULQJ DQG ULGH�KDLOLQJ� KDYH H[LVWHG
ORQJ EHIRUH WKH HPHUJHQFH RI 8EHU DQG $LUEQE� WUDQVDFWLRQ FRVWV SUHYLRXVO\ OLPLWHG VXFK
DFWLYLWLHV WR DQ DG�KRF RU LQIRUPDO EDVLV RU ZLWKLQ FORVH�NQLW FRPPXQLWLHV�µ��
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PLOOLRQ OLVWLQJV IRU VKRUW�WHUP VWD\V DV RI $XJXVW ������� VWD\V WKDW
FDQ EH ERRNHG LQ VHFRQGV ZLWK QHLWKHU WKH ODQGORUG QRU WKH WHQDQW
HYHU KDYLQJ GLUHFW FRQWDFW ZLWK DQRWKHU KXPDQ EHLQJ��� 7KRVH ZKR
SURYLGH VWUDQJHUV D ULGH LQ WKHLU FDU RU D EHG LQ WKHLU VSDUH URRP
DUH OLWWOH PRUH WKDQ YHU\ VKRUW�WHUP ODQGORUGV RU OLFHQVRUV��� 1HZ
WHFKQRORJ\ DQG SODWIRUPV PDNH OHDVHV RI H[WUHPHO\ VKRUW GXUDWLRQ
IDU PRUH IHDVLEOH WKDQ LQ WKH SDVW��� D VKDUHG ULGH� GHVSLWH WKH
FORVHQHVV RI WKH VHWWLQJ� PLJKW ODVW RQO\ ILYH RU WHQ PLQXWHV��� :H
DUH IDPLOLDU ZLWK UHVLGHQWLDO WHUPV RI \HDUV� DQG DQ $LUEQE VWD\ LV
VLPLODU LQ DOO EXW GXUDWLRQ���

6RPH REVHUYHUV� KRZHYHU� DUJXH WKDW WKH SODWIRUP
HFRQRP\ LV D QHZ SDUDGLJP��� ,Q WKLV YLHZ� WKH VKDULQJ HFRQRP\
IDOOV VRPHZKHUH EHWZHHQ D WUDGLWLRQDO FDSLWDOLVW PRGHO DQG D
QHZ YDULDWLRQ RI WKDW V\VWHP WKDW GHPDQGV D GLIIHUHQW
UHJXODWRU\ DSSURDFK��� 1RWZLWKVWDQGLQJ WKH LPSUHFLVLRQ RI WKH

�� $LUEQE KDV PRUH WKDQ VHYHQ PLOOLRQ OLVWLQJV ZRUOGZLGH� $LUEQE )DVW )DFWV�
$,5%1% ������� KWWSV���QHZV�DLUEQE�FRP�IDVW�IDFWV� >KWWSV���SHUPD�FF�-(8��'$7/@� %\
FRQWUDVW� WKH +LOWRQ IDPLO\ RI EUDQGV FODLPV WR EH ´RQH RI WKH ODUJHVW KRVSLWDOLW\
FRPSDQLHV LQ WKH ZRUOG�µ ZLWK PRUH WKDQ ������� URRPV� $ERXW 8V� +,/721� KWWSV���ZZZ�
KLOWRQ�FRP�HQ�FRUSRUDWH� >KWWSV���SHUPD�FF�6��-�:+;.@�

�� =DOH� VXSUD QRWH ��� DW ��� �´>&@RPSDQLHV OLNH $LUEQE DQG 8EHU IDFLOLWDWH
WKHVH FRQQHFWLRQV DOPRVW LQVWDQWDQHRXVO\�µ��

�� &I� :DOWHU ,VDDFVRQ� +RZ 8EHU DQG $LUEQE %HFDPH 3RVWHU &KLOGUHQ IRU WKH
'LVUXSWLRQ (FRQRP\� 1�<� 7,0(6 �-XQH ��� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������
ERRNV�UHYLHZ�ZLOG�ULGH�DGDP�ODVKLQVN\�XEHU�DLUEQE�KWPO >KWWSV���SHUPD�FF�(�$1�;*)
$@ �DUJXLQJ WKDW WKH VKDULQJ HFRQRP\ FDQ ´DOORZ SHRSOH WR PDNH KXPDQ FRQQHFWLRQV LQ
DQ HUD WKDW KDV EHFRPH PXFK PRUH LQVWLWXWLRQDOL]HGµ��

�� 6KDULQJ ZDV QRW XQKHDUG RI HYHQ EHIRUH WKH VPDUWSKRQH UHYROXWLRQ� %HIRUH
WKH DGYHQW RI ODSWRS FRPSXWHUV� LW ZDV FRPPRQ IRU RZQHUV RI ODUJH PDLQIUDPHV WR DOORZ
XVHUV WKH RSWLRQ WR VKDUH WLPH ZLWK RWKHU XVHUV� HLWKHU IRU D IHH RU JUDWXLWRXVO\� 6HH
<RFKDL %HQNOHU� 6KDULQJ 1LFHO\� 2Q 6KDUHDEOH *RRGV DQG WKH (PHUJHQFH RI 6KDULQJ DV
D 0RGDOLW\ RI (FRQRPLF 3URGXFWLRQ� ��� <$/( /�-� ���� ���²�� �������

�� 6HH1DRPL 6FKRHQEDXP� ,QWLPDF\ DQG(TXDOLW\ LQ WKH 6KDULQJ(FRQRP\� LQ7+(
&$0%5,'*( +$1'%22. 2) 7+( /$: 2) 7+( 6+$5,1* (&2120< ���� ���²�� �1HVWRU
'DYLGVRQ HW DO� HGV�� ����� �QRWLQJ KRZ IHDUV RI GLVFULPLQDWLRQ KDYH OHG VKDULQJ SODWIRUPV WR
PDNH WUDQVDFWLRQV PRUH DQRQ\PRXV DQG REVHUYLQJ WKDW WKLV WUDQVLWLRQ KDV FRVWV RI LWV RZQ��

�� 6WDWH ODZ W\SLFDOO\ WUHDWV KRWHO VWD\V DQG UHVLGHQWLDO OHDVHV GLIIHUHQWO\� 6HH�
H�J�� 81,)� 5(6,'(17,$/ /$1'/25' 	 7(1$17 $&7 � �������� �81,)� /$: &200·1 �����
�H[FOXGLQJ WUDQVLHQW KRWHO RU PRWHO RFFXSDQF\ IURP WKH FRYHUDJH RI WKH $FW�� 6RPH VKRUW�
WHUP DUUDQJHPHQWV DUH FRQVWUXHG DV OLFHQVHV XQGHU VWDWH ODZ� -2+1(� &5,%%(7	&25:,1
:�-2+1621�35,1&,3/(62)7+(/$:2)3523(57< ��� ��G HG� ����� �GLVWLQJXLVKLQJ OHDVHV
IURP OLFHQVHV DQG FLWLQJ FDVHV� ZKLOH FRQFHGLQJ WKDW VRPH RI WKHVH LVVXHV DUH QRW FRPSOHWHO\
VHWWOHG�� +RWHO VWD\V DQG OLFHQVHV VKDUH PDQ\� EXW QRW DOO� RI WKH FKDUDFWHULVWLFV RI OHDVHV�

�� 3URIHVVRU 5DVKPL '\DO�&KDQG DUJXHV WKDW WKH SODWIRUP HFRQRP\ LV PRUH RI D
(XURSHDQ�VW\OH FRRUGLQDWHG PDUNHW� 5DVKPL '\DO�&KDQG� 5HJXODWLQJ 6KDULQJ� 7KH 6KDULQJ
(FRQRP\ DV DQ $OWHUQDWLYH &DSLWDOLVW 6\VWHP� �� 78/� /� 5(9� ���� ���²�� ������ �GUDZLQJ
SDUDOOHOV ZLWK *HUPDQ\�� FI� -RKQ ,QIUDQFD� ,QWHUPHGLDU\ ,QVWLWXWLRQV DQG WKH 6KDULQJ
(FRQRP\� �� 78/� /� 5(9� 21/,1( ��� �� ������ �QRWLQJ WKDW� XQOLNH WUDGLWLRQDO FRPSDQLHV�
´>VKDULQJ@ FRPSDQLHV IUHTXHQWO\ GR QRW RZQ NH\ DVVHWV RU LQWHUQDOL]H FRUH IXQFWLRQVµ��

�� '\DO�&KDQG� VXSUD QRWH ��� DW ��� �´>7@KH FRQFHSWXDO IDLOXUH WR XQGHUVWDQG
WKH VKDULQJ HFRQRP\ DV D GLIIHUHQW NLQG RI PDUNHW LV WKH SULPDU\ FDXVH RI UHJXODWRU\
IDLOXUH LQ WKLV DUHQD�µ��
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WHUPV� WKLV DUWLFOH ZLOO HPSOR\ WKH SKUDVHV ´VKDULQJ HFRQRP\µ
DQG ´SODWIRUP HFRQRP\�µ��

5DWLQJ V\VWHPV KDYH HQKDQFHG WKH SRSXODULW\ RI VKDULQJ
SODWIRUPV��� 5HSXWDWLRQDO UDQNLQJV WKDW DSSHDU UHOLDEOH DOORZ
SDUWLFLSDQWV WR LQWHUDFW PRUH FRPIRUWDEO\ ZLWK FRPSOHWH VWUDQJHUV�
SURYLGLQJ D OHYHO RI WUXVW DQG FRQVXPHU SURWHFWLRQ��� ´'R \RX ZDQW
D VWUDQJHU VWD\LQJ LQ \RXU KRPH" 1R� %XW ZRXOG \RX OLNH 0LFKHOOH
ZKR ZHQW WR +DUYDUG� ZRUNV LQ D EDQN� DQG KDV D ILYH�VWDU UDWLQJ
DV D JXHVW RQ $LUEQE" 6XUH�µ��

7KLV LV WUXH GHVSLWH VRPH UHDGLO\ DSSDUHQW ZHDNQHVVHV LQ
WKH UDWLQJ V\VWHPV PDQ\ VKDULQJ HFRQRP\ FRPSDQLHV KDYH
DGRSWHG��� 5DWLQJ V\VWHPV PD\ IDOO SUH\ WR EHKDYLRUDO DQG
SV\FKRORJLFDO ELDVHV DQG DUH VXEMHFW WR PDQLSXODWLRQ E\ XVHUV��� ´,Q
JHQHUDO� ZH EHOLHYH WKDW XVHUV DUH OLNHO\ RYHUVWDWLQJ WKH DFFXUDF\
RI WKH UDWLQJV DQG UHSXWDWLRQDO GDWD RQ WKHVH VLWHV�µ�� 5DWLQJ
V\VWHPV DOVR ULVN DPSOLI\LQJ UDFLDO DQG JHQGHU GLVFULPLQDWLRQ��� D
FRQFHUQ WKDW H[WHQGV WR UDWLQJV E\ ERWK FRQVXPHUV DQG SURYLGHUV���

�� 6KDULQJ LQWHUPHGLDULHV GR FUHDWH RQH QHZ W\SH RI SURSHUW\� QDPHO\ WKH GDWD
WKDW WKH SODWIRUP FROOHFWV� 6HH -XOLH (� &RKHQ� /DZ IRU WKH 3ODWIRUP (FRQRP\� �� 8�&�
'$9,6 /� 5(9� ���� ��� ������ �GHVFULELQJ WKH ´GH IDFWR SURSHUWL]DWLRQµ RI WKH GDWD WKDW
XVHUV JLYH XS LQ H[FKDQJH IRU DFFHVV WR WKH SODWIRUP��

�� 5DWLQJ V\VWHPV DOORZ ERWK FXVWRPHUV DQG SURYLGHUV WKH RSSRUWXQLW\ WR H[HUFLVH
WKHLU YRLFH� 7KLV UHGXFHV WKH QHHG WR H[LW WKH V\VWHP DQG LQGXFHV XVHUV WR EHKDYH ZHOO VR WKH\
FDQ FRQWLQXH WR HQMR\ WKH VHUYLFH LQ WKH IXWXUH� 6HH JHQHUDOO\ $/%(57 2� +,56&+0$1� (;,7�
92,&(� $1' /2<$/7<� 5(63216(6 72 '(&/,1( ,1 ),506� 25*$1,=$7,216� $1' 67$7(6 ��
������ �´>'@LVVDWLVILHG FRQVXPHUV � � � � UDWKHU WKDQ MXVW JR RYHU WR WKH FRPSHWLWLRQ� FDQ ¶NLFN XS
D IXVV· DQG WKHUHE\ IRUFH LPSURYHG TXDOLW\ RU VHUYLFH XSRQ GHOLQTXHQW PDQDJHPHQW�µ��

�� 6HH $GDP 7KLHUHU HW DO�� +RZ WKH ,QWHUQHW� WKH 6KDULQJ (FRQRP\� DQG
5HSXWDWLRQDO )HHGEDFN 0HFKDQLVPV 6ROYH WKH ´/HPRQV 3UREOHP�µ �� 8� 0,$0, /� 5(9�
���� ���²�� ������ �DUJXLQJ WKDW UHSXWDWLRQDO UDQNLQJV PDNH UHJXODWLRQ OHVV QHFHVVDU\��

�� 7+20$6 /� )5,('0$1� 7+$1. <28 )25 %(,1* /$7(� $1 237,0,67·6 *8,'( 72
7+5,9,1* ,17+($*(2)$&&(/(5$7,216 ��� ������ �TXRWLQJ $LUEQE FRIRXQGHU %ULDQ &KHVN\��

�� 6HH %HQMDPLQ *� (GHOPDQ 	 'DPLHQ *HUDGLQ� (IILFLHQFLHV DQG 5HJXODWRU\
6KRUWFXWV� +RZ 6KRXOG :H 5HJXODWH &RPSDQLHV /LNH $LUEQE DQG 8EHU"� �� 67$1� 7(&+� /�
5(9� ���� ���²�� ������ �QRWLQJ WKDW UHYLHZHUV DUH UHOXFWDQW WR JLYH ORZ UDWLQJV EHFDXVH
WKH\ ILQG LW XQSOHDVDQW RU IHDU UHWDOLDWLRQ DQG WKDW WKH PRVW VDWLVILHG FXVWRPHUV DUH WKH
RQHV PRVW OLNHO\ WR VXEPLW UHYLHZV��

�� 6HH $EEH\ 6WHPOHU� )HHGEDFN /RRS )DLOXUH� ,PSOLFDWLRQV IRU WKH 6HOI�
5HJXODWLRQ RI WKH 6KDULQJ (FRQRP\� �� 0,11� -�/� 6&,� 	 7(&+� ���� ���²�� ������
�GLVFXVVLQJ VHYHUDO SUREOHPV H[KLELWHG E\ UDWLQJ V\VWHPV��:K\ &RQVXPHUV 6\VWHPDWLFDOO\
*LYH ,QIODWHG *UDGHV IRU 3RRU 6HUYLFH� 135�+,''(1%5$,1 �-DQ� �� ������ KWWSV���ZZZ�QSU�
RUJ����������������������ZK\�FRQVXPHUV�V\VWHPDWLFDOO\�JLYH�LQIODWHG�JUDGHV�IRU�SRRU�
VHUYLFH >KWWSV���SHUPD�FF�3=:��386�@ �VDPH��

�� -XOLHW %� 6FKRU� 'RHV WKH 6KDULQJ (FRQRP\ ,QFUHDVH ,QHTXDOLW\ :LWKLQ WKH
(LJKW\ 3HUFHQW"� )LQGLQJV IURP D 4XDOLWDWLYH 6WXG\ RI 3ODWIRUP 3URYLGHUV� �� &$0%5,'*(
-� 5(*,216 (&21� 	 62&·< ���� ��� �������

�� 6HH$ULDQQH 5HQDQ %DU]LOD\ 	 $QDW %HQ�'DYLG� 3ODWIRUP ,QHTXDOLW\� *HQGHU
LQ WKH *LJ�(FRQRP\� �� 6(721+$// /� 5(9� ���� ���²�� ������ �H[DPLQLQJ ZKHWKHU WKH
VKDULQJ HFRQRP\ KDV JLYHQ ULVH WR D QHZ IRUP RI JHQGHU GLVFULPLQDWLRQ��

�� 6HH� H�J�� .DWKDULQH 7� %DUWOHWW 	 0LWX *XODWL� 'LVFULPLQDWLRQ E\ &XVWRPHUV�
��� ,2:$ /� 5(9� ���� ��� ������ �´$QRWKHU VWXG\ � � � UHYHDOHG WKDW $LUEQE JXHVWV DUH
ZLOOLQJ WR SD\ QRQ�EODFN KRVWV DSSUR[LPDWHO\ ��� PRUH WKDQ EODFN KRVWV IRU FRPSDUDEOH
SURSHUWLHV � � � �µ�� 1DQF\ /HRQJ� 1HZ (FRQRP\� 2OG %LDVHV� ��� 0,11� /� 5(9� ����� ����
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+RZHYHU� RQH VWXG\ IRXQG WKDW UDWLQJV PD\ VHUYH WR FRXQWHU
VWHUHRW\SLQJ WKDW ZRXOG RWKHUZLVH RFFXU���

,QWHUPHGLDULHV� VXFK DV WUDYHO DJHQWV DQG UHDO HVWDWH
EURNHUV� KDYH ORQJ H[LVWHG DQG KDYH EHHQ SDLG IRU WKHLU
PDWFKPDNLQJ ZRUN� 6KDULQJ HFRQRP\ LQWHUPHGLDULHV VLPLODUO\
UHFHLYH FRPPLVVLRQV IRU WKHLU VHUYLFHV� DQG WKHPDUNHW OHDGHUV KDYH
EHHQ WUHPHQGRXVO\ VXFFHVVIXO��� 7KHVH FRPSDQLHV VLPXOWDQHRXVO\
DPDVV LQIRUPDWLRQ WKDW FDQ EH XVHG RU VROG IRU RWKHU SXUSRVHV�
WKHUHE\ ´OHYHUDJ>LQJ@ SHUYDVLYH FRQQHFWLYLW\ LQ RUGHU WR IDFLOLWDWH
WUXVWHG WUDQVDFWLRQV EHWZHHQ VWUDQJHUV RQ GLJLWDO SODWIRUPV�µ�� $V
RI ODWH ����� WKH PDUNHW YDOXH RI 8EHU DQG $LUEQE� HDFK OHVV WKDQ
WHQ \HDUV ROG� KDG FOLPEHG DV KLJK DV ����� ELOOLRQ DQG ����� ELOOLRQ�
UHVSHFWLYHO\��� 6KDULQJ SODWIRUPV DUH QRZ DYDLODEOH IRU D ZLGH
UDQJH RI JRRGV DQG VHUYLFHV� LQFOXGLQJ KRPH UHSDLU� FRRNLQJ� XVDJH
RI WRROV� DQG DUWV DQG FUDIWV��� 2QH VFKRODU KDV SURSRVHG D VKDULQJ
PDUNHW IRU WKH ULJKW WR URDP RQ WKH SULYDWH ODQG RI RWKHUV���

7KH SHUYDVLYHQHVV RI OHDVHKROG DUUDQJHPHQWV LQ WRGD\·V
VKDULQJ HFRQRP\ UHYHDOV WKDW WRGD\·V FRQVXPHUV DUH PRUH
FRPIRUWDEOH DV WHQDQWV WKDQ WKHLU SDUHQWV ZHUH� ZLWK UDWHV RI KRPH
DQG DXWR RZQHUVKLS GURSSLQJ DPRQJ \RXQJHU DGXOWV��� 7KH XVH RI

������ �´>&@HUWDLQ IHDWXUHV VSHFLILF WR WKH VKDULQJ HFRQRP\ DFWXDOO\ LQFUHDVH WKH SRWHQWLDO
UDFLDO GLVFULPLQDWLRQ� ERWK LQ D RQH�RII HQFRXQWHU DQG RYHU WLPH�µ��

�� 5XRPHQJ &XL HW DO�� 5HGXFLQJ 'LVFULPLQDWLRQ ZLWK 5HYLHZV LQ WKH 6KDULQJ
(FRQRP\� (YLGHQFH IURP )LHOG ([SHULPHQWV RQ $LUEQE� 0*07� 6&,�� $XJ� ����� DW ���
KWWSV���GRL�RUJ���������PQVF���������� >KWWSV���SHUPD�FF��-60�5*&&@ �´>:@LWK D SRVLWLYH
UHYLHZ� UDFLDO GLVFULPLQDWLRQ LV VLJQLILFDQWO\ DWWHQXDWHG� ZKLWH DQG $IULFDQ $PHULFDQ
JXHVWV UHFHLYH QRQVWDWLVWLFDOO\ GLVWLQJXLVKDEOH DFFHSWDQFH UDWHV � � � �µ��

�� 7KH\ DUH DOVR WKH VRXUFH RI PXFK SXEOLF IDVFLQDWLRQ� 2QH FRPHGLDQ KDV
UHIHUUHG WR 8EHU DV ´KLWFKKLNLQJ ZLWK \RXU SKRQH�µ 300,� 7KH $VV·Q IRU 3DFNDJLQJ 	
3URFHVVLQJ 7HFKV�� 6HEDVWLDQ 0DQLVFDOFR � 8EHU 6NLW� <2878%(� DW ��������� �0D\ ���
������ KWWSV���ZZZ�\RXWXEH�FRP�ZDWFK"Y WB3V9:�)�:4 >KWWSV���SHUPD�FF�.�8�����5@�

�� &DOR 	 5RVHQEODW� VXSUD QRWH ��� DW �����
�� )7&� 7+( ´6+$5,1*µ (&2120<� VXSUD QRWH ��� DW ���
�� 6HH� H�J�� 6HUYLFHV� 7$6.5$%%,7� KWWSV���ZZZ�WDVNUDEELW�FRP�VHUYLFHV >KWWSV���

SHUPD�FF�%7�:�8�4(@ �KRPH FRQWUDFWLQJ DQG UHSDLU WDVNV�� +RZ LW :RUNV� 0($/6+$5,1*�
KWWSV���ZZZ�PHDOVKDULQJ�FRP�KRZBLWBZRUNV >KWWSV���SHUPD�FF�%����3'0/@ �KRPH FRRNHG
PHDOV DURXQG WKH ZRUOG��

�� 6HH'RQDOG -� .RFKDQ� 7KH 0DUNHW WR 5RDP� 8VLQJ 6KDULQJ (FRQRP\ 3ODWIRUPV
IRU ([SDQGLQJ 5RDPLQJ $FFHVV WR /DQG 5HVRXUFHV� �� 1$7� 5(6285&(6 -� ��� �� �������

�� 6HH /DXULH 6� *RRGPDQ 	 &KULVWRSKHU 0D\HU� +RPHRZQHUVKLS DQG WKH
$PHULFDQ 'UHDP� �� -� (&21� 3(563� ��� �� ������� KWWSV���ZZZ�XUEDQ�RUJ�VLWHV�GHIDXOW�
ILOHV�SXEOLFDWLRQ�������KRPHRZQHUVKLSBDQGBWKHBDPHULFDQBGUHDPB��SGI >KWWSV���SHUPD�
FF�'�1��/�$�@ �SURYLGLQJ KRPHRZQHUVKLS GDWD IRU GLIIHUHQW DJH JURXSV RYHU WLPH��
-2,17 &75� )25 +286� 678',(6 2) +$59� 81,9�� 7+( 67$7( 2) 7+( 1$7,21·6 +286,1*
����� DW �� ������� KWWSV���ZZZ�MFKV�KDUYDUG�HGX�VLWHV�GHIDXOW�ILOHV�KDUYDUGBMFKVBVWDWHB
RIBWKHBQDWLRQVBKRXVLQJB�����SGI >KWWSV���SHUPD�FF�+%0��6*$�@ �GLVFXVVLQJ SRVVLEOH
UHDVRQV IRU WKH GURS LQ KRPHRZQHUVKLS UDWHV DPRQJ DGXOWV XQGHU WKLUW\�ILYH�� 0HOLVVD
(WHKDG 	 5RE 1LNROHZVNL�0LOOHQQLDOV DQG &DU 2ZQHUVKLS" ,W·V &RPSOLFDWHG� /�$� 7,0(6
�'HF� ��� ����� ���� $0�� KWWS���ZZZ�ODWLPHV�FRP�EXVLQHVV�DXWRV�OD�IL�K\�PLOOHQQLDOV�
FDUV����������VWRU\�KWPO� >KWWSV���SHUPD�FF��*.&�3))�@ �RIIHULQJ D YDULHW\ RI UHDVRQV
ZK\ PLOOHQQLDOV DUH OHVV OLNHO\ WKDQ ROGHU SHRSOH WR SXUFKDVH FDUV��



��� %522./<1 /$: 5(9,(: >9RO� ����

OHDVHKROG WHUPLQRORJ\ FRQFHGHV D KLJKHU GHJUHH RI WUDQVLHQF\��� %XW
LW DOVR DFNQRZOHGJHV WKDW PRUH SHRSOH ZLVK WR OHDVH D JUHDWHU
QXPEHU RI JRRGV DQG VHUYLFHV IRU VKRUWHU SHULRGV RI WLPH UDWKHU
WKDQ RZQLQJ D VPDOOHU QXPEHU RI WKHP SHUPDQHQWO\��� $FFHVV
PDWWHUV PRUH WKDQ RZQHUVKLS WR WKHVH FRQVXPHUV� ZKR DSSHDU OHVV
LQFOLQHG WR GHILQH WKHLU SHUVRQKRRG E\ WKH DVVHWV WKH\ RZQ��� 7KLV
GHVFULSWLRQ RI WKH SODWIRUP HFRQRP\ SUHVXSSRVHV WZR VPDOO�WLPH
RSHUDWRUV� VXFK DV DQ DSDUWPHQW GZHOOHU ZLWK DQ H[WUD URRP DQG D
YLVLWRU ZKR ZLVKHV WR VWD\ IRU D IHZ GD\V� DORQJ ZLWK DQ
LQWHUPHGLDU\ WKDW FRQQHFWV WKHP�

$ YDULDWLRQ RI WKLV VKDULQJ PRGHO LQFOXGHV QXPHURXV XVHUV
ZKR VSRUDGLFDOO\ FRQVXPH JRRGV RU VHUYLFHV WKDW DUH RZQHG DV D
IOHHW� 3UHYLRXVO\� UDWKHU WKDQ SXUFKDVLQJ D FDU� DQ RFFDVLRQDO GULYHU
PLJKW UHQW RQH DV QHHGHG RQ D GDLO\ RU ZHHNO\ EDVLV IURP +HUW] RU
$YLV��� 7RGD\ WKDW RFFDVLRQDO GULYHU FDQ SD\ D PRQWKO\ IHH WR
=LSFDU� ZKLFK DOORZV WKH PHPEHU WR XVH D YHKLFOH DV QHHGHG LQ
H[FKDQJH IRU DQ KRXUO\ IHH��� ,Q WKLV VHWWLQJ� WKHUH LV QR QHHG IRU D
JR�EHWZHHQ� VLQFH ZH DUH QRW OLQNLQJ WZR VPDOO�WLPHUV� 7KH
SURYLGHU LV LQ WKH IXOO�WLPH EXVLQHVV RI VKDULQJ� PXFK OLNH D
WUDGLWLRQDO UHQWDO FRPSDQ\� EXW RQFH DJDLQ ZLWK OHDVHV RI VKRUWHU
GXUDWLRQ WKDQ ZHUH FRPPRQ LQ WKH SDVW� 3URYLGHUV VXFK DV WKLV FDQ
EH OHJDOO\ VWUXFWXUHG LQ D YDULHW\ RIZD\V� LQFOXGLQJ DV FRUSRUDWLRQV�
OLPLWHG OLDELOLW\ FRPSDQLHV� SDUWQHUVKLSV� WUXVWV� RU FRRSHUDWLYHV���

�� 6HH -LPPLH /HQ]� +RZ 0LOOHQQLDOV $UH $IIHFWLQJ WKH 3ULFH RI <RXU +RPH�
&219(56$7,21 �0D\ ��� ����� ���� $0�� KWWSV���WKHFRQYHUVDWLRQ�FRP�KRZ�PLOOHQQLDOV�
DUH�DIIHFWLQJ�WKH�SULFH�RI�\RXU�KRPH������� >KWWSV���SHUPD�FF����;�&;;�@ �´><@RXQJHU
$PHULFDQV DUH EX\LQJ KRPHV IDU OHVV RIWHQ WKDQ WKHLU HOGHUV· JHQHUDWLRQV GLG� DQG WKDW
SXWV D ODUJH VHFWRU RI WKH 8�6� HFRQRP\ DW ULVN�µ��

�� 6HH� H�J�� 6DP 6DQGHUV� 7KH $IIOXHQW +RPHOHVV� $ 6OHHSLQJ 3RG� $ +LUHG 'HVN
DQG $ +DQGIXO RI &ORWKHV� 135 �$SU� ��� ����� ����� $0�� KWWSV���ZZZ�QSU�RUJ���������
�������������WKH�DIIOXHQW�KRPHOHVV�D�VOHHSLQJ�SRG�D�KLUHG�GHVN�DQG�D�KDQGIXO�RI�FOR
WKHV >KWWSV���SHUPD�FF�'�9$�)�*3@�

�� 6KHOO\ .UHLF]HU�/HY\� 3URSHUW\ :LWKRXW 3HUVRQKRRG� �� 6(721 +$// /� 5(9�
���� ��� ������ �´$V RSSRVHG WR WKH YLVLRQ RI SURSHUW\ DV VKDSLQJ DQG UHIOHFWLQJ SHUVRQKRRG�
DFFHVV LV D FKRLFH WR XVH ZLWKRXW DWWDFKPHQW� ,WV SULPDU\ IXQFWLRQ DV DQ DOWHUQDWLYH WR
RZQHUVKLS LV WR DOORZ IOXLGLW\ DQG WKH DELOLW\ WR H[SHULPHQW�µ �IRRWQRWHV RPLWWHG���

�� $ QHZHU YHUVLRQ RI WKLV PRGHO ORRNV PRUH OLNH 8EHU IRU VPDOO�WLPH FDU UHQWHUV� LQ
ZKLFK DQ RZQHU VLPSO\ OHDVHV WKHLU RZQHG DXWR WR VRPHRQH HOVH� ZLWK DQ DSS VHUYLQJ DV
LQWHUPHGLDU\� 3HWHU +ROOH\� $LUEQE IRU &DUV ,V +HUH� $QG WKH 5HQWDO &DU *LDQWV $UH 1RW
+DSS\� :$6+� 3267 �0DU� ��� ������ KWWSV���ZZZ�ZDVKLQJWRQSRVW�FRP�QHZV�LQQRYDWLRQV�ZS�
�����������DLUEQE�IRU�FDUV�LV�KHUH�DQG�WKH�UHQWDO�FDU�JLDQWV�DUH�QRW�KDSS\�"XWPBWHUP ����
�D���G�E� >KWWSV���SHUPD�FF�/��-�=6�6@ �QRWLQJ HIIRUWV E\ WUDGLWLRQDO DXWR UHQWDO FRPSDQLHV
DQG DLUSRUWV WR SUHYHQW WKH JURZWK RI WKHVH QHZ UHQWDO PRGHOV��

�� 6HH 3ULFLQJ� =,3&$5� KWWSV���ZZZ�]LSFDU�FRP�SULFLQJ >KWWSV���SHUPD�FF�8�*��
7��-@� 6KHOOH\ .UHLF]HU�/HY\ IRFXVHV RQ WKLV QHZ HFRQRP\·V HPSKDVLV RQ DFFHVV UDWKHU WKDQ
RZQHUVKLS� 6HH 6KHOOH\ .UHLF]HU�/HY\� 6KDUH� 2ZQ� $FFHVV� �� <$/( /� 	 32/·< 5(9� ����
��� ������ �´0LOOHQQLDOV RZQ OHVV SURSHUW\ WKDQ SUHYLRXV JHQHUDWLRQV� DQG WKH\ SUHIHU
IOH[LELOLW\� DYDLODELOLW\� DQG FKRLFH RYHU WKH VWDELOLW\ DQG SHUPDQHQFH DVVRFLDWHG ZLWK
RZQHUVKLS�µ �IRRWQRWH RPLWWHG���

�� /DUJH WLPHVKDUH GHYHORSHUV VXFK DV 0DUULRWW� ZKLFK SUHYLRXVO\ VROG ZHHNO\
VOLFHV WKDW ZHUH VLPLODU WR WLPH�GHOLPLWHG FRQGRPLQLXPV� KDYHPRUH UHFHQWO\PRYHG WRZDUG
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7KH WHUP ´VKDULQJµ LV GHFHSWLYH LQ RQH VHQVH� IRU WKH VR�
FDOOHG VKDULQJ HFRQRP\ LV DQ DQWL�VKDULQJ HFRQRP\ LQ VRPH
ZD\V��� 3HRSOH ZKR SUHYLRXVO\ ZRXOG DOORZ WKHLU IULHQGV WR FUDVK
LQ WKHLU VSDUH EHGURRP PD\ KDYH HYROYHG LQWR KRPH�VKDULQJ
ODQGORUGV� 7KLV JLYHV WKHP D VKDUSHU XQGHUVWDQGLQJ RI WKH
SUHFLVH GROODU YDOXH RI WKDW URRP DQG PD\ PDNH WKHP OHVV
LQFOLQHG WR JLYH LW DZD\��� 7KH\ DUH VWLOO VKDULQJ WKH EHGURRP LQ
WKH GLFWLRQDU\ VHQVH RI WKH ZRUG� EXW WKH\ KDYH D PRUH
FRPPRGLILHG YLHZ RI WKHLU UHDO HVWDWH DQG PD\ EH OHVV LQFOLQHG WR
SDUW ZLWK LW JUDWXLWRXVO\��� $W WKH VDPH WLPH� RQH ZKR VKDUHV
WKHLU KRPH ZLWK D SD\LQJ VWUDQJHU LV PRUH DSW WR IRUP VRPH W\SH
RI VRFLDO ERQG ZLWK WKHLU FXVWRPHU WKDQ D KRWHO RSHUDWRU ZRXOG���

7KH VKDULQJ HFRQRP\ DSSHDUV DW ILUVW JODQFH WR EH OHDGLQJ
WR FRQVLGHUDEOH GLVLQWHUPHGLDWLRQ��� 7UDYHOHUV� IRU H[DPSOH� FDQ
ERRN KRPH�VKDUHV DQG ULGH�VKDUHV RQ WKHLU VPDUWSKRQHV� JUHDWO\
UHGXFLQJ WKH QHHG IRU WUDYHO DJHQWV� +RZHYHU� WKH LQGLYLGXDOV
DQG FRPSDQLHV WKDW IRUPHUO\ VHUYHG LQ WKHVH UROHV KDYH RIWHQ
EHHQ UHSODFHG E\ SODWIRUPV� MXVW DV \HVWHUGD\·V JUL]]OHG WLFNHW
VFDOSHU KDV EHFRPH WRGD\·V 6WXE+XE� 7KHVH QHZ SODWIRUPV SURILW
IURP WKHLU PDWFKPDNLQJ VHUYLFHV��� :KLOH LQIRUPDWLRQ LV EHLQJ
VWRUHG� SURFHVVHG� DQG VKDUHG PRUH HDVLO\ WKDQ LQ WKH SDVW� LW LV
QRW FOHDU WKDW IHZHU WUDQVDFWLRQV HPSOR\ LQWHUPHGLDULHV��� 7KHVH

WKH WUXVW DQG FRRSHUDWLYH PRGHOV� 6HH $UWKXU 2� 6SDXOGLQJ� -U� HW DO�� 7LPH 6KDUH 7RGD\ ²
:LOO ,W :RUN IRU <RXU 3URMHFW"� $&5(/ 3$3(56� 6SULQJ ����� DW ��� ��²�� �FRPSDULQJ
YDULRXV SRVVLEOH RZQHUVKLS VWUXFWXUHV��

�� &I� %URQZHQ 0RUJDQ� 7KH 6KDULQJ (FRQRP\� �� $11� 5(9� /� 	 62&� 6&,�
���� ��� ������ �´>:@KDW LV DW VWDNH PRVW FHQWUDOO\ LQ VKDULQJ HFRQRP\ GHYHORSPHQWV LV
QRW VR PXFK WKH UHJXODWRU\ DPELJXLW\ WKDW KDV UHVXOWHG EXW WKH SRVVLELOLW\ RI H[FDYDWLQJ
RU XQHDUWKLQJ DQ DOWHUQDWLYH YLVLRQ RI PDUNHW H[FKDQJH�µ��

�� 6HH 6FKRU� VXSUD QRWH ��� DW ��� �´$ UHODWHG FULWLTXH LV WKDW VHOOLQJ VOLYHUV RI
RQH·V OLIH �URRP� FDU� WLPH� DWWHQWLRQ� LV D FRPPRGLILFDWLRQ RI GDLO\ OLIH WKDW ZLOO
XQGHUPLQH JHQXLQH VRFLDO FRQQHFWLRQ DQG VROLGDULW\�µ �FLWDWLRQ RPLWWHG���

�� 6HH 1HVWRU 0� 'DYLGVRQ 	 -RKQ -� ,QIUDQFD� 7KH 6KDULQJ (FRQRP\ DV DQ
8UEDQ 3KHQRPHQRQ� �� <$/( /� 	 32/·< 5(9� ���� ���²�� ������ �H[SUHVVLQJ FRQFHUQ
DERXW WKH SRWHQWLDO ORVV RI LQIRUPDOLW\ DQG ERQGLQJ EHQHILWV��

�� ,G� DW ���²��� VHH DOVR '\DO�&KDQG� VXSUD QRWH ��� DW ��� �´>$@ SKLORVRSK\ RI
VRFLDO FRQQHFWLRQ DQG UHZDUG LPEXHV WKH PDUNHWLQJ RI VHUYLFHV DQG SURGXFWV LQ WKH
VKDULQJ HFRQRP\�µ��

�� 6HH)DJXQGHV� VXSUD QRWH ��� DW ����²�� �VXJJHVWLQJ WKDW GHDOLQJ GLUHFWO\ ZLWK
VHUYLFH SURYLGHUV UDWKHU WKDQ ZLWK LQWHUPHGLDULHV PD\ LQFUHDVH VXEMHFWLYH ZHOO�EHLQJ��

�� 7KH VFDOSHU� RI FRXUVH� SXUFKDVHV WKH WLFNHWV DQG ULVNV EHLQJ XQDEOH WR UHVHOO
WKHP� WKH RQOLQH WLFNHW VHUYLFH� E\ FRQWUDVW� LV VLPSO\ D OLVWLQJ DJHQF\ WKDW EHDUV IDU ORZHU
ULVN� 7KDW RQOLQH LQWHUPHGLDU\ PD\ SURYLGH RWKHU VHUYLFHV� KRZHYHU� VXFK DV LQIRUPDWLRQ
DERXW SULFHV IRU RWKHU WLFNHWV WR WKH VDPH HYHQW� WKH DELOLW\ WR WUDQVIHU WLFNHWV HOHFWURQLFDOO\�
DQG JXDUDQWHHV RI WLFNHW DXWKHQWLFLW\� 0RUHRYHU� WKRVH ZKR DUH XQFRPIRUWDEOH QHJRWLDWLQJ
SULFHV ZLWK H[SHULHQFHG VWUDQJHUV PD\ SUHIHU GHDOLQJ ZLWK DQ LPSHUVRQDO ZHEVLWH� 6HH
6WHLQ� VXSUD QRWH ��� DW ��²���

�� 6HH &RKHQ� VXSUD QRWH ��� DW ��� �´>3@ODWIRUPV GR QRW HQWHU RU H[SDQG
PDUNHWV� WKH\ UHSODFH �DQG UHPDWHULDOL]H� WKHP�µ��
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QHZHU LQWHUPHGLDULHV PD\ GLVDSSHDU WKHPVHOYHV� DV EORFNFKDLQ
DOWHUQDWLYHV GHYHORS���

1RWH WKDW LI ZH GHILQH RXU WHUPV ORRVHO\ HQRXJK� QHDUO\
HYHU\ FRPPRGLW\ FDQ EH FRQVWUXHG DV EHLQJ SDUW RI WKH VKDULQJ
HFRQRP\� $LUOLQH WLFNHWV RQFH DJDLQ VHUYH DV D JRRG H[DPSOH�
:KLOH , PD\ IO\ PRUH PLOHV LQ D \HDU WKDQ , GULYH� , GULYH PRVW RI
WKRVH PLOHV LQ P\ RZQ DXWRPRELOH ZKLOH , DP XQOLNHO\ HYHU WR RZQ
D SODQH� ,Q VRPH VHQVH� WKHQ� P\ 8QLWHG $LUOLQHV WLFNHW LV D SODQH
VKDUH� QRW WHUULEO\ GLIIHUHQW IURP D 9LD VKDUH� %\ WKDW UDWLRQDOH�
ZLQH VHUYHG E\ WKH JODVV LQ D UHVWDXUDQW FDQ EH GHQRPLQDWHG D
´ERWWOH VKDUH�µ ZLWK WKH UHVWDXUDQW VHUYLQJ DV D FOHDULQJKRXVH IRU
ILYH XQUHODWHG SHRSOH ZKR ZLVK WR SXUFKDVH SDUW RI D PRGHUDWHO\
SHULVKDEOH LWHP� 6LPLODUO\� EX\LQJ D �[� DW /RZH·V FRXOG EH
FRQVLGHUHG D ´WUHH VKDUH�µ DQG VR RQ�

0\ JRDO LQ WKLV DUWLFOH LV QRW WR GHOLQHDWH WKH ERXQGDULHV RI
WKH VKDULQJ HFRQRP\� ,Q VRPH VHQVH� WKH YHU\ H[LVWHQFH RI D
PDUNHW HFRQRP\ PHDQV WKDW PDQ\ FRPPHUFLDO H[FKDQJHV DUH
VKDULQJ WUDQVDFWLRQV RI D VRUW� %XW WKHUH LV OLWWOH GRXEW WKDW FHUWDLQ
DVVHWV XVHG WR EH FRQVLGHUHG FRPPRGLWLHV WKDW \RX HLWKHU RZQHG
RU GLG QRW RZQ� 7RGD\� ZLWK WKH DGYHQW RI VPDUW WHFKQRORJLHV�
WKRVH VDPH DVVHWV FDQ EH FR�RZQHG LQ D YDULHW\ RI GLIIHUHQW
PDQQHUV DQG OHJDO VWUXFWXUHV WKDW SUHYLRXVO\ ZHUH LPSUDFWLFDO RU
XQLPDJLQDEOH� 7KRVH ZKR XVHG WR RZQ PD\ QRZ EH VDWLVILHG ZLWK
DFFHVV DV QHHGHG��� $QG WKH VDPH WHFKQRORJ\ WKDW PDNHV WKLV W\SH
RI FROODERUDWLYH FRQVXPSWLRQ IHDVLEOH DOVR DOORZV IRU PRUH RI WKHVH
JRRGV DQG VHUYLFHV WR EH SULFHG G\QDPLFDOO\���

%� 6FDUFLW\ DQG '\QDPLF 3ULFLQJ

2QH DVSHFW RI WKH VKDULQJ HFRQRP\³G\QDPLF SULFLQJ³LV
SDUWLFXODUO\ LPSRUWDQW WR WKH TXHVWLRQ RI LQHTXDOLW\� $ SULFH LV
G\QDPLF LI LW UHIOHFWV VXSSO\ DQG GHPDQG DW DQ\ JLYHQ PRPHQW�
ZLWK WKH SULFH VKLIWLQJ LPPHGLDWHO\ XSRQ FKDQJHV LQ HLWKHU���

�� )RU H[DPSOH� 5LGHFRLQ WXUQV 8EHU·V PRGHO ´RQ LWV KHDG E\ H[WUDFWLQJ WKH
PLGGOHPDQ DQG UHSODFLQJ KLP ZLWK D GHFHQWUDOL]HG FU\SWRFXUUHQF\� %\ EULQJLQJ ULGH
VKDULQJ RQWR WKH EORFNFKDLQ� ZH ZLOO DOORZ ULGHUV DQG GULYHUV WR QHJRWLDWH GLUHFWO\ ZLWK
RQH DQRWKHU� 7KLV ZLOO KDYH WKH HIIHFW RI ORZHULQJ FRVWV ZKLOH SXWWLQJ FRQWURO EDFN ZKHUH
LW EHORQJV � � � �µ 5HVHUYH <RXU 5LGHFRLQ 6KDUHV RQ 6WDUW (QJLQH� )$,5 5,'(� KWWSV���
ZZZ�IDLUULGH�FRP� >KWWSV���SHUPD�FF��7(��;;0+@�

�� 6HH /HH $QQH )HQQHOO� )HH 6LPSOH 2EVROHWH� �� 1�<�8� /� 5(9� ����� ����
������ �´$FFHVV WR UHVRXUFHV� QRW WKH RZQHUVKLS RI WKLQJV� LV LQFUHDVLQJO\ EHFRPLQJ WKH
FRLQ RI WKH UHDOP�µ��

�� 6HH LQIUD 6HFWLRQ ,�%�
�� 6HH� H�J�� +RZ WR (VWLPDWH D /\IW 5LGH·V &RVW� /<)7� KWWSV���KHOS�O\IW�FRP�KF�H

Q�XV�DUWLFOHV��������������+RZ�WR�HVWLPDWH�D�/\IW�ULGH�V�FRVW >KWWSV���SHUPD�FF��:4(�
'1'5@ �´>3@ULFHV IRU ULGHV DUH G\QDPLFDOO\ FDOFXODWHG EDVHG RQ D YDULHW\ RI IDFWRUV
LQFOXGLQJ URXWH� WLPH RI GD\� ULGH W\SH� QXPEHU RI DYDLODEOH GULYHUV� FXUUHQW GHPDQG IRU
ULGHV� DQG DQ\ ORFDO IHHV RU VXUFKDUJHV�µ��
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'\QDPLF SULFLQJ H[LVWHG ORQJ EHIRUH WKH DGYHQW RI WKH PRGHUQ
VKDULQJ HFRQRP\� PRVW QRWDEO\ LQ VHFXULWLHV PDUNHWV� %XW WKH
WHFKQRORJLFDO OHDSV WKDW KDYH PDGH WKH VKDULQJ HFRQRP\ IHDVLEOH
DOVR PDNH G\QDPLF SULFLQJ IDU PRUH FRPPRQ�

'\QDPLF SULFLQJ PD\ EH QRWKLQJ PRUH WKDQ WKH SULFLQJ
V\VWHP DQ\ FDSLWDOLVW HFRQRP\ ZRXOG KDYH XVHG DOO DORQJ KDG LW
EHHQ WHFKQLFDOO\ IHDVLEOH� 3HRSOH KDYH DOZD\V SULFH�VKRSSHG� EXW
WKH ORJLVWLFV RI GRLQJ VR PDGH LW PRUH OLNHO\ WKDW VRPHRQH ZRXOG
VKRS DURXQG IRU D FDU WKDQ IRU WKH IXHO WR SXW LQ LWV WDQN� 1RZ�
\RXU QDYLJDWLRQ DSS FDQ WHOO \RX WKH SULFH DW HYHU\ QHDUE\ JDV
VWDWLRQ DQG \RX FDQ GHFLGH KRZ IDU RXW RI \RXU ZD\ \RX DUH
ZLOOLQJ WR WUDYHO WR VDYH D IHZ FHQWV SHU JDOORQ� 3ULFHV ILQG WKHLU
HTXLOLEULXP PRUH UDSLGO\ DQG DFFXUDWHO\ WKDQ LQ WKH SDVW� DQG
VKRSSHUV KDYH TXLFNHU DFFHVV WR PRUH FRPSOHWH GDWD���

6KDULQJ DQG G\QDPLF SULFLQJ QHHG QRW RFFXU WRJHWKHU� EXW
WKH\ RIWHQ JR KDQG�LQ�KDQG DQG WKHUH KDV EHHQ D UHFHQW XSWLFN LQ WKH
SUHYDOHQFH RI ERWK� '\QDPLF SULFLQJ FDQ H[LVW ZLWKRXW VKDULQJ� DV
WKH DLUOLQH WLFNHW LOOXVWUDWLRQ GHPRQVWUDWHV��� 6LPLODUO\� VKDULQJ FDQ
H[LVW ZLWKRXW G\QDPLF SULFLQJ� +RPH VKDUHV DUH W\SLFDOO\ OLVWHG DW D
IL[HG SULFH WKDW GRHV QRW FKDQJH YHU\PXFKZLWK GHPDQG��� +RZHYHU�
VKDULQJ SODWIRUPV RIWHQ HPSOR\ G\QDPLF SULFLQJ� $V D UHVXOW� VXUJH
SULFLQJ LV LQFUHDVLQJO\ XVHG IRU SURGXFWV WKDW SUHYLRXVO\ KDG IL[HG
SULFHV��� 8EHU XVHV VXUJH SULFLQJ HYHQ WKRXJK WD[L VHUYLFHV W\SLFDOO\
GR QRW� GHVSLWH WKH IDFW WKDW WKH WZR VHUYLFHV DUH ODUJHO\

�� 2QH DSS H[DPLQHV SULFHV RQ RIIHU IURP FRPSHWLQJ ULGH�VKDULQJ FRPSDQLHV VR
WKDW D XVHU FDQ FRPSDULVRQ�VKRS ZLWKRXW XVLQJ PXOWLSOH DSSV� 0DUN 6WULFKHU]� <D\ <R
3ODQV ��� 0LOOLRQ 2IIHU IRU $OO�LQ�2QH 5LGH�+DLOLQJ 6HUYLFHV $SS� &4 52// &$// �'HF�
��� ������ ���� :/ ������� �´,WV DSS ZLOO EH WKH ¶ILUVW VLQJOH�VLJQ�RQ VROXWLRQ IRU WKH
JURZLQJ ULGH�VKDULQJ DQG WUDQVSRUWDWLRQ HFRQRP\�· WKH ULGH�DQG�OLPRXVLQH VKDULQJ
HTXLYDOHQW WR .D\DN�FRP IRU KRWHOV� IOLJKWV DQG FDUV� DFFRUGLQJ WR WKH >6(&@ ILOLQJ�µ�� 7KLV
VKRXOG OHDG WR PHWD�G\QDPLF SULFLQJ� DV G\QDPLFDOO\�SULFHG 8EHU DGMXVWV LWV SULFHV WR
FRPSHWH ZLWK G\QDPLFDOO\�SULFHG /\IW�

�� 6HH VXSUD QRWH �� DQG DFFRPSDQ\LQJ WH[W�
�� 7KH RZQHU LV IUHH WR ORZHU WKH SULFH DV WKH GDWH DSSURDFKHV� WR HQWLFH

SURVSHFWLYH XVHUV EHIRUH WKH JRRG H[SLUHV DQG FDQ QR ORQJHU EH VROG� %XW KRPH�VKDULQJ
UDWHV XVXDOO\ GR QRW FKDQJH E\ WKH PLQXWH� LQ FRQWUDVW ZLWK ULGH�VKDULQJ UDWHV� ,Q
DGGLWLRQ� SRSXODU VHDVRQV PD\ FRVW PRUH WKDQ RWKHU WLPHV RI WKH \HDU� EXW WKRVH SULFH
GLIIHUHQWLDOV DUH SRVWHG LQ DGYDQFH DQG PD\ QRW YDU\ PXFK DIWHU WKDW� ,Q IDFW� RQH RQOLQH
FRDFK VXJJHVWV WKDW PRUH $LUEQE ODQGORUGV VKLIW WR D G\QDPLF SULFLQJ PRGHO� 1DWKDQ
5LFH� � 7KLQJV $LUEQE +RVWV 1HHG WR .QRZ $ERXW '\QDPLF 3ULFLQJ� $,5%1%&2856( �-DQ�
�� ������ KWWSV���WKHDLUEQEFRXUVH�FRP���WKLQJV�DLUEQE�KRVWV�QHHG�WR�NQRZ�DERXW�G\QDPL
F�SULFLQJ� >KWWSV���SHUPD�FF�5�'3�::�*@�

�� 5LGH�VKDUH FXVWRPHUV SUREDEO\ PDNH WKHLU GHFLVLRQV EDVHG ODUJHO\ RQ SULFH�
5LGH VKDUHV DUH PRUH IXQJLEOH WKDQ KRPH VKDUHV� DQG WKH SXUFKDVHU RI D ULGH VKDUH LV
XQOLNHO\ WR LQVSHFW WKH YHKLFOH EHIRUH VXPPRQLQJ WKH FDU� PRVW OLNHO\ UHDVRQLQJ WKDW RQH
ULGH³XQOLNH RQH EHDFK UHQWDO³LV DV JRRG DV DQRWKHU� 5LGH�VKDULQJ FRPSDQLHV GR�
KRZHYHU� SURYLGH GULYHUV DQG SURVSHFWLYH SXUFKDVHUV ZLWK XVHU UHYLHZV RI HDFK RWKHU�
XQOLNH PHGDOOLRQ WD[L VHUYLFHV� 6HH� H�J��+RZ WR 8VH WKH 8EHU $SS� 8%(5� KWWSV���ZZZ�XE
HU�FRP�DERXW�KRZ�GRHV�XEHU�ZRUN� >KWWSV���SHUPD�FF��:<+�7�*�@ �´$W WKH HQG RI HDFK
WULS� GULYHUV DQG ULGHUV FDQ UDWH HDFK RWKHU IURP � WR � VWDUV� 5LGHUV DOVR KDYH WKH RSWLRQ
WR JLYH WKH GULYHU FRPSOLPHQWV DQG D WLS GLUHFWO\ LQ WKH DSS�µ��
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LQWHUFKDQJHDEOH��� 7KH VDPH WHFKQRORJLFDO GHYHORSPHQWV WKDW PDNH
VKDULQJ PRUH SRSXODU DOVR PDNH G\QDPLF SULFLQJ PRUH IHDVLEOH����

0RUHRYHU� D FKLHI IRFXV RI WKLV DUWLFOH LV JRRGV WKDW DUH
ERWK VFDUFH DQG QHFHVVDU\���� $V WKH SODWIRUP HFRQRP\ PDWXUHV
DQG FRQWLQXHV WR HPSOR\ G\QDPLF SULFLQJ� PRUH DQG PRUH VFDUFH
JRRGV OLNHO\ ZLOO EH VXUJH�SULFHG� ZLWK FRVW VHUYLQJ DV WKH VLJQDO
WKDW VHSDUDWHV SXUFKDVHUV IURP QRQ�SXUFKDVHUV� 7KH SULFLQJ RI
WKHVH SURGXFWV ZLOO EHFRPH PRUH YRODWLOH DQG OHVV SUHGLFWDEOH� ,W
LV KDUGHU WR NQRZ WKH SULFH RI D FRPPRGLW\ WKDW FKDQJHV HYHU\
PLQXWH WKDQ RQH WKDW FKDQJHV HYHU\ ZHHN� 3XUFKDVLQJ GHFLVLRQV
WKXV ZLOO EHFRPH PRUH FKDOOHQJLQJ� SDUWLFXODUO\ IRU WKRVH ZLWK
FRQVWUDLQHG UHVRXUFHV�

6RPH FRPPRGLWLHV� VXFK DV VHFXULWLHV WUDGHG RQ ILQDQFLDO
PDUNHWV� KDYH ORQJ EHHQ SULFHG G\QDPLFDOO\� &HQWXULHV EHIRUH
FRPSXWHU DOJRULWKPV DQG VPDUWSKRQHV EHFDPH ZLGHVSUHDG�
KXPDQ WUDGHUV GHYLVHG VRSKLVWLFDWHG G\QDPLF SULFLQJ WHFKQLTXHV
IRU WKHVH WUDQVDFWLRQV� LQFOXGLQJ WUDQVIHUV RI VKDUHV DQG WUDGLQJ LQ
RSWLRQV DQG IXWXUHV� 7KHVH PDUNHWV DOORZHG IRU HDV\ LQWHUDFWLRQ
EHWZHHQ VWUDQJHUV DQG DOVR SURYLGHG RSSRUWXQLWLHV IRU KHGJLQJ DQG
LQVXUDQFH� 2QFH DJDLQ� WHFKQRORJ\ KDV H[SDQGHG ZKDW FDQ EH
DFFRPSOLVKHG� <HVWHUGD\·V VKRXWLQJ WUDGHUV KDYH EHHQ UHSODFHG E\
DXWRPDWHG WUDGLQJ SURJUDPV WKDW H[HFXWH WUDQVDFWLRQV LQ
PLOOLVHFRQGV� ZKLFK PHDQV WKDW WUDGLQJ YROXPHV FDQ EH PXFK
KLJKHU WKDQ LQ WKH SDVW���� $QG WKH UDQJH RI JRRGV DQG VHUYLFHV WKDW
DUH ERXJKW DQG VROG LQ WKLV PDQQHU KDV H[SDQGHG UDSLGO\ DQG KDV
WUDQVLWLRQHG IURP IXQJLEOH FRPPRGLWLHV� VXFK DV FRUSRUDWH VKDUHV�
WR PRUH XQLTXH VHUYLFHV� VXFK DV D ULGH IURP 3RLQW $ WR 3RLQW %�

,W LV HDV\ WR VHH KRZ WKDW PRGHO FRXOG JURZ IXUWKHU LQ WKH
VKDULQJ HFRQRP\� $ IDUPHU KDV ORQJ EHHQ DEOH WR VHOO 2FWREHU
ZKHDW RQ D IXWXUHV PDUNHW GXULQJ WKH SULRU 0DUFK� WR DYRLG
SRWHQWLDOO\ GHYDVWDWLQJ SULFH XQFHUWDLQW\ DQG WR NQRZ WKDW WKH
VDOH SULFH ZLOO EH DGHTXDWH WR UHSD\ FURS SURGXFWLRQ ILQDQFLQJ����
1RZ� D ULGHU FRXOG SRWHQWLDOO\ SXUFKDVH DQ 8EHU ULGH LQ DGYDQFH
WKURXJK D ULGH�VKDULQJ IXWXUHV DSS RU WKURXJK 8EHU LWVHOI�
5DWKHU WKDQ ZRUU\LQJ WKDW UDLQ RU KHDY\ GHPDQG FRXOG FDXVH
WKH SULFH RI D ULGH WR LQFUHDVH MXVW ZKHQ VKH QHHGV LW� WKH XVHU RI
´8EHU IXWXUHµ FRXOG SXUFKDVH WKH ULGH QRZ� DW D IL[HG SULFH WKDW
SUHVXPDEO\ LQFOXGHV WKH HVWLPDWHG IXWXUH SULFH SOXV D VPDOO

�� 6HH VXSUD QRWHV �²� DQG DFFRPSDQ\LQJ WH[W�
��� 6HH =LREUR� VXSUD QRWH �� DQG DFFRPSDQ\LQJ WH[W�
��� 6HH LQIUD 6HFWLRQ ,,�$�
��� 0,&+$(/ /(:,6� )/$6+ %2<6� $ :$// 675((7 5(92/7 �²�� ������

�FDOFXODWLQJ WKH WUDGLQJ YDOXH RI D PLOOLVHFRQG��
��� 6HH &+,&$*265::+($7)8785(64827(6� &0(*5283� KWWSV���ZZZ�FPHJUR

XS�FRP�WUDGLQJ�DJULFXOWXUDO�JUDLQ�DQG�RLOVHHG�ZKHDW�KWPO >KWWSV���SHUPD�FF�;)�;�*/((@�
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LQVXUDQFH SUHPLXP� 7KH SDVVHQJHU FRPPLWV WR SD\LQJ WKDW SULFH
QRZ� NQRZLQJ WKDW LI SULFHV ODWHU LQFUHDVH� VKH KDV ORFNHG LQ WKH
ORZHU FRVW���� 7KH GULYHU NQRZV WKDW KH KDV D FRPPLWWHG
SDVVHQJHU DW WKDW KRXU� HYHQ WKRXJK WKH SULFH PD\ SURYH WR EH
ORZHU WKDQ KH RWKHUZLVH PLJKW KDYH FRPPDQGHG� 7KH VKDULQJ
HFRQRP\ EHQHILWV PDQ\ SHRSOH LQ D YDULHW\ RI ZD\V� ZKLFK KHOSV
WR H[SODLQ LWV UHFHQW UDSLG JURZWK����

&� +RZ WKH %HQHILWV RI WKH 6KDULQJ (FRQRP\ ([SODLQ ,WV
*URZWK WR 'DWH DQG ,WV /LNHO\ )XWXUH ([SDQVLRQ

7KHUH DUH REYLRXV WHFKQRORJLFDO UHDVRQV ZK\ WKH SODWIRUP
HFRQRP\ KDV EHHQ DEOH WR JURZ VR UDSLGO\ GXULQJ WKH SDVW GHFDGH�
%XW PDUNHW SDUWLFLSDQWV KDYH DOVR EHFRPH PRUH FRPIRUWDEOH
ZLWK RFFXSDQF\ DQG XVH ULJKWV RI VKRUWHU GXUDWLRQ� $XWRPRELOH
RZQHUV IDPLOLDU ZLWK UHQWLQJ D FDU ZKLOH WUDYHOLQJ FDQ UHDGLO\
FRPSUHKHQG XVLQJ D =LSFDU IRU DQ KRXU���� 7KLV VHHPV WR EH
SDUWLFXODUO\ WUXH IRU \RXQJHU FRQVXPHUV� ZKRPD\ EH WKH HDUOLHVW
DGRSWHUV RI WKH QHFHVVDU\ WHFKQRORJ\����

7KH SODWIRUP HFRQRP\ DOVR DOORZV IRU OLIHVW\OH
LPSURYHPHQWV� ERWK IRU WKH VKRUW�WHUP ODQGORUG DQG WKH VKRUW�
WHUP WHQDQW� ,W LV QRZ IHDVLEOH IRU WZR RU PRUH SHRSOH WR VKDUH
WKH RZQHUVKLS RI FRVWO\ DVVHWV VXFK DV PRWRU YHKLFOHV WKURXJK D
YDULHW\ RI GLIIHUHQW OHJDO VWUXFWXUHV� $ FRPPXWHU ZKR QHHGV DQ
DXWR RQO\ RFFDVLRQDOO\ PD\ EH EHWWHU RII KLULQJ DQ 8EHU GULYHU
VSRUDGLFDOO\ WKDQ RZQLQJ D FDU WKDW VSHQGV PRVW RI LWV WLPH
SDUNHG� $ SURVSHFWLYH FDU EX\HU ZKR FDQQRW TXLWH VZLQJ WKH
PRQWKO\ SD\PHQW PD\ ILQDOO\ EH DEOH WR WDNH WKH OHDS RU DIIRUG
D KLJKHU�TXDOLW\ DXWR E\ ZRUNLQJ DV DQ 8EHU GULYHU WZR
ZHHNHQGV SHU PRQWK� 1HLWKHU RI WKHVH GULYHUV PD\ QHHG RU EH

��� (YHQ LI WKH SULFH GRHV QRW ORRN OLNH D EDUJDLQ� WKH SXUFKDVHU ORFNV LQ WKDW
SULFH DQG DYRLGV YRODWLOLW\ DQG XQFHUWDLQW\�

��� 6HH JHQHUDOO\ 5,&+$5' $� 3261(5� (&2120,& $1$/<6,6 2) /$: �� ��WK HG�
����� �GLVFXVVLQJ WKH IXQFWLRQV RI D IXWXUHV PDUNHW��

��� 6DGO\� VRPH XVHUV HPSOR\ VKDULQJ HFRQRP\ DVVHWV DV ORZ�FRVW DOWHUQDWLYHV WR
FRVWO\ QHFHVVLWLHV� 6HH� H�J�� $XVWLQ )UDNW� 8EHU� /\IW DQG WKH 8UJHQF\ RI 6DYLQJ 0RQH\ RQ
$PEXODQFHV� 1�<� 7,0(6 �2FW� �� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������XSVKRW�XEHU�
O\IW�DQG�WKH�XUJHQF\�RI�VDYLQJ�PRQH\�RQ�DPEXODQFHV�KWPO >KWWSV���SHUPD�FF�67:��&�5+@
�QRWLQJ KRZ VRPH SHRSOH QRZ XVH ULGH�VKDULQJ VHUYLFHV DV FKHDSHU DOWHUQDWLYHV WR
DPEXODQFHV�� %XW VHH %,// %52:'(5� 5(' 127,&( �� ������ �´, VRRQ OHDUQHG WKDW DQ
DPEXODQFH VWRSSLQJ WR SLFN XS D IDUH LQ0RVFRZZDVQ·W XQXVXDO� (YHU\ YHKLFOHZDV D SRWHQWLDO
WD[L � � � � >(@YHU\RQH ZDV VR GHVSHUDWH IRU PRQH\ WKDW DQ\ DQG DOO ZRXOG WDNH IDUHV�µ��

��� 6HH� H�J�� *2/'0$1 6$&+6 $66(7 0*07�� ,19(67,1* ,1 7+( 0,//(11,$/
())(&7 � �6HSW� ������ KWWSV���ZZZ�JVDP�FRP�FRQWHQW�GDP�JVDP�SGIV�FRPPRQ�HQ�SXEOL
F�DUWLFOHV�JOREDO�HTXLW\�RXWORRN�LQYHVWLQJ�LQ�WKH�PLOOHQQLDO�HIIHFW�SGI"VD Q	UG Q
>KWWSV���SHUPD�FF�6<'��5�*-@ �´0DQ\ 0LOOHQQLDOV KDYH VKRZQ D SUHIHUHQFH IRU DFFHVV
RYHU RZQHUVKLS� 7KLV LV LQ VWDUN FRQWUDVW WR SULRU JHQHUDWLRQV� ZKR ZHUH PRUH IRFXVHG RQ
KRPH DQG DXWR RZQHUVKLS�µ��



��� %522./<1 /$: 5(9,(: >9RO� ����

DEOH WR DIIRUG RQH KXQGUHG SHUFHQW RI D FDU� EXW WKH VKDULQJ
SODWIRUP DOORZV WKHP WR VSOLW WKH FRVW DQG EHQHILW RI RQH YHKLFOH�
SHUKDSV XQHTXDOO\� WR WKH DGYDQWDJH RI ERWK�

7KH VKDULQJ HFRQRP\ WKXV DOORZV PDUNHW SDUWLFLSDQWV WR
DFTXLUH VPDOOHU DQG VPDOOHU VOLFHV RI PRUH DQG PRUH JRRGV�
DFFHVVLQJ WKHVH DVVHWV ZKHQ QHHGHG UDWKHU WKDQ RZQLQJ WKHP�
,QVWHDG RI EXLOGLQJ D QHZ EHGURRP EXW KDYLQJ WR IRUHJR D FDU� WKH
PDUNHW SDUWLFLSDQW ZKR GHVLUHV HDFK FRPPRGLW\ VRPH RI WKH WLPH
PD\ EH DEOH WR DIIRUG ERWK E\ FROODERUDWLYHO\ FRQVXPLQJ HDFK RI
WKHP RQ D VKDUHG EDVLV� 7KLV DFFHVV�DV�QHHGHG PRGHO PLJKW KDYH
GHYHORSHG HYHQ ZLWKRXW G\QDPLF SULFLQJ� EXW WKH VDPH DOJRULWKPV
WKDW IDFLOLWDWH WKH GLVSHUVHG RZQHUVKLS RI FRVWO\ DVVHWV DOVR DOORZ
IRU WKH G\QDPLF SULFLQJ RI RZQHUVKLS VOLFHV� 3ULFH�FRQVFLRXV
FRQVXPHUV FDQ EX\ RU VHOO RQO\ ZKHQ WKH\ OLNH WKH SULFH�

7KHVH VKDULQJ DUUDQJHPHQWV DOVR UHGXFH ZDVWH DQG KHOS
WKH HQYLURQPHQW� DW OHDVW LQ VRPH FDVHV� 7KH WZR PDUNHW
SDUWLFLSDQWV MXVW GHVFULEHG PD\ QRZ UHTXLUH WKH PDQXIDFWXUH RI
RQH FDU LQVWHDG RI WZR� ZKLFK ZLOO OHDG WR UHGXFWLRQV LQ DXWR
PDQXIDFWXULQJ� DQG SHUKDSV IXHO FRQVXPSWLRQ� WUDIILF� DQG WRWDO
YHKLFOH XVH���� 7KXV� DV PRUH SHRSOH VKDUH RZQHUVKLS RI JRRGV LQ
GLIIHUHQW ZD\V� FRQVXPHUV RI PRUH PRGHVW PHDQV DUH DEOH WR
HQMR\ JRRGV DQG VHUYLFHV WKH\ SUHYLRXVO\ FRXOG QRW� DQG WKH
HQYLURQPHQW PD\ DOVR EHQHILW����

,W LV SUREDEOH WKDW D VWHDGLO\ LQFUHDVLQJ QXPEHU RI JRRGV
DQG VHUYLFHV ZLOO EH SULFHG LQ WKH IXWXUH LQ WKH VDPH ZD\ WKDW
DLUOLQH WLFNHWV DUH SULFHG WRGD\� ZLWK DOJRULWKPV SDLULQJ XS

��� ,I WZR SDUWLHV VKDUH WKH RZQHUVKLS RI D YHKLFOH LQ WKH PDQQHU GHVFULEHG� WKHQ
WKH\ FRQVXPH RQO\ KDOI WKH UDZ PDWHULDOV WKH\ ZRXOG KDYH QHHGHG WR SURGXFH WZR FDUV� DW
OHDVW LQLWLDOO\� %XW WKLV PD\ RU PD\ QRW UHGXFH WKH DFWXDO QXPEHU RI PLOHV GULYHQ� VR LW LV
PRUH GLIILFXOW WR SUHGLFW ZKHWKHU IXHO FRQVXPSWLRQ DQG URDG WUDIILF ZLOO GURS� ,I LW WXUQV RXW
WKDW HDFK FR�RZQHU GULYHV WKH VDPH QXPEHU RI PLOHV WKH\ ZRXOG KDYH GULYHQ KDG WKH\ HDFK
RZQHG D FDU� WKHQ WRWDO IXHO FRQVXPSWLRQ DQG URDG WUDIILF UHPDLQ WKH VDPH� WKRXJK WKH\
PD\ EH UHGLVWULEXWHG WR RII�SHDN WLPHV RI GD\� 0RUHRYHU� LI WKH YHKLFOH ODVWV WKH VDPH
QXPEHU RI URDG PLOHV� LW ZLOO QHHG WR EH UHSODFHG VRRQHU WKDW LW ZRXOG KDYH LI WKH WZR RZQHUV
KDG HDFK ERXJKW WKHLU RZQ FDU DW WKH RXWVHW� 0RUH OLNHO\� WKRXJK� WKH FR�RZQHUV ZLOO VDYH
RU SRRO UHVRXUFHV DW OHDVW VRPH RI WKH WLPH³SHUKDSV E\ GULYLQJ WRJHWKHU� SHUKDSV E\
IRUHJRLQJ D ULGH DOWRJHWKHU ZKHQ WKH RWKHU FR�RZQHU LV XVLQJ WKH YHKLFOH³DQG WKH VKDULQJ
DUUDQJHPHQW ZLOO UHVXOW LQ VRPH UHGXFWLRQ LQ QHJDWLYH HQYLURQPHQWDO LPSDFW�

��� 2QH FDQ LPDJLQH DQ HFRQRP\ WKDW GHYHORSV LQ WKH RSSRVLWH GLUHFWLRQ� ZLWK
FRPPRQ RZQHUVKLS HYROYLQJ LQWR VKRUW�WHUP OHDVHKROG DUUDQJHPHQWV DQG WKHQ JUDGXDOO\
WRZDUG IHH VLPSOH RZQHUVKLS� $ IDUPHU RQ D FROOHFWLYH LV SHUPLWWHG WR UHWDLQ D SRUWLRQ RI
WKLV \HDU·V FURSV IRU SHUVRQDO XVH RU VDOH� WKHQ ODWHU LV DOORZHG WR UHQW D VPDOO SORW IRU D
JURZLQJ VHDVRQ� DQG ODWHU VWLOO LV SHUPLWWHG WR UHQW ODQG IRU D ORQJHU WHUP RU EX\ LW LQ IHH
VLPSOH� 7KDW LPDJLQDU\ HFRQRP\ LV QRW WHUULEO\ GLIIHUHQW IURP WKDW RI SRVW����� &KLQD�
ZKLFK� IURP D YHU\ GLIIHUHQW VWDUWLQJ SRLQW� KDV FRPH PRUH DQG PRUH WR UHVHPEOH PRGHUQ
:HVWHUQ HFRQRPLHV� 7KLV LV D PRYH IURP FROOHFWLYH RZQHUVKLS WRZDUG VKDULQJ� UHDFKLQJ
WKH VDPH GHVWLQDWLRQ IURP WKH RWKHU GLUHFWLRQ� 6HH*5(*25<0� 67(,1�02'(51&+,1(6(
5($/(67$7(/$:� 3523(57<'(9(/230(17 ,1 $1(92/9,1*/(*$/6<67(0 �²�� ������
�SURYLGLQJ D VXPPDU\ RI WKH EDFNJURXQG DQG KLVWRU\ RI &KLQHVH UHDO HVWDWH ODZ��
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EX\HUV DQG VHOOHUV DW FRQVWDQWO\ VKLIWLQJ SULFHV���� 7KHVH
FRPSXWHU SURJUDPV ZLOO DOVR UHWDLQ PDVVHV RI LQIRUPDWLRQ DERXW
WKHLU FXVWRPHUV DQG ZLOO XVH WKLV LQIRUPDWLRQ WR EHFRPH
LQFUHDVLQJO\ SUHGLFWLYH� $PD]RQ DOUHDG\ SDLUV LWV SURGXFWV ZLWK
UHODWHG PHUFKDQGLVH WKDW SULRU SXUFKDVHUV KDYH DOVR ERXJKW� D
IHDWXUH SRLVHG WR H[SDQG JUHDWO\ DQG EHFRPH PRUH SHUVRQDOL]HG�

$Q LQFUHDVLQJ YDULHW\ RI LWHPV ZLOO EH SULFHG D OD FDUWH�
6HOOHUV PD\ HVWDEOLVK D EDVH SULFH� DV DLUOLQHV GR IRU D EDVLF VHDW�
DQG RIIHU QXPHURXV RSWLRQDO DGG�RQV� VXFK DV FKHFNHG EDJJDJH
DQG H[WUD OHJURRP���� 3ULFHV IRU VWULSSHG�GRZQ YHUVLRQV RI EDVLF
FRPPRGLWLHV FRXOG GURS� ZKLOH PRUH OX[XULRXV DOWHUQDWLYHV ZLOO
EHFRPH LQFUHDVLQJO\ FRVWO\ IRU WKRVH ZLOOLQJ DQG DEOH WR SD\� (QG
SULFHV ZLOO EHFRPH PRUH GLVJXLVHG����

0RUH RPLQRXVO\� DOJRULWKPV DUH RQO\ DV JRRG DV WKH
SHRSOH ZKR ZULWH WKHLU FRGH���� ,I WKH VHOOHU RU WKH LQWHUPHGLDU\
KDV PRUH LQIRUPDWLRQ WKDQ WKH EX\HU� WKDW LQIRUPDWLRQ PD\ EH
XVHG WR GLVDGYDQWDJH WKH EX\HU���� 7KLV KDV DOZD\V EHHQ WUXH RQ
D JURVV VFDOH� EXW QRZ SULFHV PD\ YDU\ GHSHQGLQJ RQ WKH LGHQWLW\
RI WKH VKRSSHU DQG KHU SHUVRQDO KLVWRU\� DV DOJRULWKPV EHFRPH
PRUH FDSDEOH RI DVVHVVLQJ D SDUWLFXODU EX\HU·V OHYHO RI QHFHVVLW\
DQG DELOLW\ WR SD\���� 'LIIHUHQW 8EHU ULGHUV PD\ SD\ GLIIHUHQW
DPRXQWV IRU VLPLODU ULGHV DW WKH VDPH WLPH� D SUDFWLFH NQRZQ DV

��� 7KLV DUWLFOH LQWHQWLRQDOO\ OHDYHV IRU DQRWKHU GD\ DQG DQRWKHU DXWKRU DQ\
GLVFXVVLRQ RI LWHPV SURWHFWHG E\ JRYHUQPHQW�VDQFWLRQHG PRQRSROLHV� VXFK DV WKH SDWHQWV
WKDW SURWHFW SKDUPDFHXWLFDO SURGXFWV�

��� 7KLV DUJXDEO\ ORZHUV WKH TXDOLW\ RI WKH EDVLF VHUYLFH� ZKLFK ´PXVW EH
VXIILFLHQWO\ GHJUDGHG LQ RUGHU WR PDNH SHRSOH ZDQW WR SD\ WR HVFDSH LW�µ 7LP :X� :K\
$LUOLQHV :DQW WR 0DNH <RX 6XIIHU� 1(:<25.(5 �'HF� ��� ������ KWWSV���ZZZ�QHZ\RUNHU�
FRP�EXVLQHVV�FXUUHQF\�DLUOLQHV�ZDQW�\RX�WR�VXIIHU >KWWSV���SHUPD�FF�(1�9��.*%@�

��� 6HH /HVOLH -RVHSKV� $LUOLQHV· ��� %LOOLRQ 4XHVWLRQ� ,V 7KHUH $Q\WKLQJ /HIW WR
&KDUJH 3DVVHQJHUV )RU"� &1%& �6HSW� �� ������ KWWSV���ZZZ�FQEF�FRP������������DLUOLQH
V�UDLVH�EDJJDJH�FKDQJH�DQG�VHDWLQJ�IHHV�DV�IXHO�SULFHV�VXUJH�KWPO >KWWSV���SHUPD�FF��0
$$�=-*0@ �QRWLQJ WKDW UHYHQXH IURP DQFLOODU\ IHHV KDV PRUH WKDQ GRXEOHG VLQFH ������

��� 6HH&$7+<2·1(,/�:($32162)0$7+'(6758&7,21�+2:%,*'$7$,1&5($6(6
,1(48$/,7< $1' 7+5($7(16 '(02&5$&< ��� ������ �´$OJRULWKPLF SURFHVVHV HPEHG YDOXHV
DQG HWKLFV MXVW DV PXFK DV DQ\ KXPDQ SURFHVV� WKH\ RQO\ VHHP FOHDQHU EHFDXVH WKH\·UH EHWWHU
DW KLGLQJ WKDW IDFW�µ��

��� 6HH&DOR 	5RVHQEODW� VXSUD QRWH ��� DW ���� �´>7@KH DGYDQWDJHV RI LQIRUPDWLRQ
DQG SRZHU WKDW SODWIRUPV OLNH 8EHU SRVVHVV RYHU SDUWLFLSDQWV PHULW D GHHSHU UHVSRQVH IURP
FRQVXPHU SURWHFWLRQ ODZ�µ�� LG� DW ���� �´>:@KHUHDV WUDGLWLRQDO PDUNHWHUV KDYH EHHQ
FRQWHQW WR XVH ZKDW WKH\ NQRZ DERXW FRQVXPHUV WR PDWFK WKHP ZLWK JRRGV DQG VHUYLFHV
WKH\ PLJKW SUHIHU� ILUPV DUH LQFUHDVLQJO\ XVLQJ ZKDW WKH\ NQRZ WR EHWWHU SHUVXDGH
FRQVXPHUV³D SUDFWLFH NQRZQ DV SHUVXDVLRQ SURILOLQJ�µ��

��� 6HH� H�J�� $$521 3(5=$12:6., 	 -$621 6&+8/7=� 7+( (1' 2) 2:1(56+,3�
3(5621$/ 3523(57< ,1 7+( ',*,7$/ (&2120< ��²�� ������ �GLVFXVVLQJ SULFH
GLVFULPLQDWLRQ�� 0DUVKDOO $OOHQ�+HDOWK ,QVXUHUV $UH 9DFXXPLQJ8S'HWDLOV $ERXW <RX³DQG
,W &RXOG5DLVH <RXU5DWHV� 35238%/,&$ �-XO\ ��� ����� ����$0�� KWWSV���ZZZ�SURSXEOLFD�RUJ�
DUWLFOH�KHDOWK�LQVXUHUV�DUH�YDFXXPLQJ�XS�GHWDLOV�DERXW�\RX�DQG�LW�FRXOG�UDLVH�\RXU�UDWHV
>KWWSV���SHUPD�FF��9�3�$7=�@ �GHVFULELQJ ´>D@ IXWXUH LQ ZKLFK HYHU\WKLQJ \RX GR³WKH WKLQJV
\RX EX\� WKH IRRG \RX HDW� WKH WLPH \RX VSHQG ZDWFKLQJ 79³PD\ KHOS GHWHUPLQH KRZ PXFK
\RX SD\ IRU KHDOWK LQVXUDQFHµ��
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G\QDPLF SULFH GLVFULPLQDWLRQ���� ,I DQ DOJRULWKP FDQ DFFHVV \RXU
EDQN EDODQFH IURP \RXU SULRU ELOO�SD\LQJ DFWLYLW\ DQG NQRZV ZKHQ
\RXU PRWKHU·V VHYHQW\�ILIWK ELUWKGD\ ZLOO RFFXU IURP \RXU UHFHQW
VHDUFK IRU JLIWV� LW FDQ ERRVW WKH SULFH RI \RXU DLUOLQH WLFNHW
DFFRUGLQJO\���� 6LPLODUO\� DQ DOJRULWKP FDQ IDFWRU LQ ZKHUH D
FRQVXPHU LV SK\VLFDOO\ ORFDWHG� PXFK DV VRPH FKDLQ VWRUHV PLJKW
FKDUJH KLJKHU SULFHV LQ ORZHU�LQFRPH QHLJKERUKRRGV� ZKHUH
UHVLGHQWV KDYH IHZHU WUDQVSRUWDWLRQ RSWLRQV���� ,I WKH DOJRULWKP LV
OLQNHG WR D FRPSHWLQJ YHQGRU·V DOJRULWKP� WKH WZR PD\ FROOXGH����

0XFK RI WKH LQIRUPDWLRQ WKDW DQ\ DOJRULWKP SRVVHVVHV LV
SURSULHWDU\���� 7KLV PHDQV WKDW QHJRWLDWLRQV DPRQJ PDUNHW
SDUWLFLSDQWV DQG JRYHUQPHQW ERGLHV FRXOG EH EDVHG RQ XQHTXDO
LQIRUPDWLRQ���� ,W ZLOO EH GLIILFXOW IRU JRYHUQPHQWV WR DGRSW
DSSURSULDWH UHJXODWLRQV LI WKH\ DUH RSHUDWLQJ ZLWK LQFRPSOHWH
GDWD���� ´2QOLQH EXVLQHVVHV LQIOXHQFH FRQVXPHU EHKDYLRXU E\

��� &DOR 	 5RVHQEODW� VXSUD QRWH ��� DW ����²�� �QRWLQJ WKDW WKHUH PD\ EH
LQQRFHQW WHFKQLFDO H[SODQDWLRQV IRU WKHVH GLVFUHSDQFLHV��

��� ´,I LW VHHPV OLNH VRPHRQH PLJKW EH ZLOOLQJ WR SD\ PRUH WKDQ WKH UHVHUYH SULFH�
LW PDNHV VHQVH WR FKDUJH WKHP PRUH WKDQ VRPHRQH ZKR LV FDUHIXO DERXW ZKDW WKH\ VSHQG�µ
$UZD 0DKGDZL� ,V <RXU )ULHQG *HWWLQJ D &KHDSHU 8EHU )DUH WKDQ <RX $UH"� *8$5',$1
�$SU� ��� ������ KWWSV���ZZZ�WKHJXDUGLDQ�FRP�FRPPHQWLVIUHH������DSU����XEHU�O\IW�SULFHV�
SHUVRQDOL]HG�GDWD >KWWSV���SHUPD�FF�/(6���(:.@� 7KH DUWLFOH DOVR QRWHV WKDW D EHKDYLRUDO
VFLHQWLVW ZRUNLQJ IRU 8EHU GHWHUPLQHG WKDW SHRSOH ZLWK ORZ SKRQH EDWWHULHV DUH ZLOOLQJ WR
SD\ KLJKHU IDUHV IRU ULGHV� 2WKHU IDFWRUV UHOHYDQW WR SULFLQJ ´LQFOXGH WKH VRUW RI FUHGLW FDUG
\RX XVH� ZKHUH \RX OLYH� WKH PDNH RI SKRQH \RX·UH XVLQJ� DQG \RXU ULGH KLVWRU\�µ ,G�

��� 7KLV H[DPSOH GRHV QRW FRQVWLWXWH G\QDPLF SULFH GLVFULPLQDWLRQ� LQ WKDW LW
GRHV QRW IRFXV RQ WKH SDUWLFXODU SXUFKDVHU� EXW PHUHO\ GLIIHUHQWLDO SULFLQJ� %XW VHH
6WHIDQR 'HOOD9LJQD 	0DWWKHZ *HQW]NRZ�8QLIRUP 3ULFLQJ LQ 86 5HWDLO &KDLQV � �1DW·O
%XUHDX RI (FRQ� 5HVHDUFK� :RUNLQJ 3DSHU 1R� ������ ������ KWWS���ZZZ�QEHU�RUJ�SDSHUV�
Z�����"XWPBFDPSDLJQ QWZ	XWPBPHGLXP HPDLO	XWPBVRXUFH QWZ >KWWSV���SHUPD�FF�
:6�7��<6(@ �DUJXLQJ WKDW UHWDLO FKDLQV HPSOR\ XQLIRUP SULFLQJ IURP VWRUH WR VWRUH HYHQ
LQ VHWWLQJV LQ ZKLFK WKH\ PLJKW YDU\ SULFHV EDVHG RQ GLIIHULQJ FRQVXPHU GHPRJUDSKLFV
DQG ORFDO OHYHOV RI FRPSHWLWLRQ��

��� 6HH $ULHO (]UDFKL 	 0DXULFH (� 6WXFNH� $UWLILFLDO ,QWHOOLJHQFH 	 &ROOXVLRQ�
:KHQ &RPSXWHUV ,QKLELW &RPSHWLWLRQ� ���� 8� ,//� /� 5(9� ����� ����²�� �GHVFULELQJ
IRXU ZD\V LQ ZKLFK DOJRULWKPV PD\ FROOXGH��

��� 6HH 7HUHVD 6FDVVD� 6KDULQJ 'DWD LQ WKH 3ODWIRUP (FRQRP\� $ 3XEOLF ,QWHUHVW
$UJXPHQW IRU $FFHVV WR 3ODWIRUP 'DWD� �� 8�%�&� /� 5(9� ����� ���� ������ �QRWLQJ WKDW
LQIRUPDWLRQ JDWKHUHG E\ VKDULQJ HFRQRP\ FRPSDQLHV ´DUH SULYDWH� FRPPHUFLDO GDWD� DQG
WKHLU ¶RZQHUV· DUH MXVWLILHG LQ FRQWUROOLQJ ZKR FDQ DFFHVV LW DQG RQ ZKDW WHUPV� <HW� � � � WKHVH
DUH GDWD DERXW DFWLYLWLHV WKDW KDYH VLJQLILFDQW SXEOLF LPSDFWV� DQG WKDW UHO\ XSRQ
EXVLQHVV PRGHOV WKDW IDFLOLWDWH WKH HYDVLRQ RI H[LVWLQJ UHJXODWRU\ IUDPHZRUNVµ�� FI�
+DQQDK %ORFK�:HKED� $FFHVV WR $OJRULWKPV� �� )25'+$0 /� 5(9� �IRUWKFRPLQJ ������
KWWSV���SDSHUV�VVUQ�FRP�VRO��SDSHUV�FIP"DEVWUDFWBLG ������� >KWWSV���SHUPD�FF�85�8�
&�=�@ �DUJXLQJ IRU WKH XVH RI WKH )UHHGRP RI ,QIRUPDWLRQ $FW DQG WKH )LUVW $PHQGPHQW
LQ FDVHV LQYROYLQJ DOJRULWKPV XVHG E\ JRYHUQPHQW HQWLWLHV��

��� 6HH 2·1(,/� VXSUD QRWH ���� DW ��� �QRWLQJ ´D PRUH JHQHUDO WUHQG LQ ZKLFK
GDWD LV SULYDWHO\ RZQHG DQG SULYDWHO\ XVHG WR SULYDWH HQGV RI SURILW DQG LQIOXHQFH� ZKLOH
WKH SXEOLF LV VKXW RXW RI WKH SURFHVV DQG WROG WR EHKDYH ZHOO DQG WUXVW WKH DOJRULWKPVµ��
6FKRU� VXSUD QRWH ��� DW ���� ��� Q�� �GHVFULELQJ ZD\V LQ ZKLFK $LUEQE DQG RWKHU
SODWIRUPV DWWHPSWHG WR LQWHUIHUH ZLWK WKH DXWKRU·V LQWHUYLHZV RI VHUYLFH SURYLGHUV��

��� 6HH� H�J�� 6WHSKHQ 5� 0LOOHU� )LUVW 3ULQFLSOHV IRU 5HJXODWLQJ WKH 6KDULQJ
(FRQRP\� �� +$59� -� 21 /(*,6� ���� ��� ������ �´>(@FRQRPLVWV KDYH ORQJ QRWHG WKH
LPSRUWDQFH RI LQIRUPDWLRQ WR HIIHFWLYH UHJXODWLRQ�µ��
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PHDQV RI D ZLGH UDQJH RI WHFKQRORJLHV WKDW GHWHUPLQH ZKDW
LQIRUPDWLRQ LV GLVSOD\HG DQG KRZ DQGZKHQ LW LV GLVSOD\HG�µ��� 7KLV
PD\ OHDG RQH WR TXHVWLRQ WKH YDOLGLW\ RI DQ\ FRQWUDFW WKDW UHVXOWV����
$W WKH IXUWKHVW H[WUHPH� LW LV DOZD\V SRVVLEOH WKDW WKH VKDULQJ
HFRQRP\ ZLOO IDLO ILQDQFLDOO\� LI WKH EXVLQHVV PRGHO SXUVXHG E\
FRPSDQLHV VXFK DV 8EHU LV QRW YLDEOH RYHU WKH ORQJ WHUP����

,,� ',67,1&7,216:,7+,1 7+( 6+$5,1* (&2120<

$V WKH SUHYLRXV 3DUW GHPRQVWUDWHG� JRRGV DQG VHUYLFHV �RU�
PRUH JHQHULFDOO\� ´FRPPRGLWLHVµ� PD\ EH VKDUHG DQG SULFHG
G\QDPLFDOO\���� %XW GLIIHUHQW W\SHV RI JRRGV DQG VHUYLFHV UDLVH
GLIIHUHQW IDLUQHVV LVVXHV� 7KLV 3DUW ZLOO GLVWLQJXLVK DPRQJ GLIIHUHQW
YDULHWLHV RI FRPPRGLWLHV LQ DQ HIIRUW WR GHWHUPLQHZKLFK NLQGV UDLVH
SDUWLFXODUO\ VWURQJ HTXLW\ FRQFHUQV� ,I WKH VKDULQJ HFRQRP\ WXUQV
RXW WR LQFUHDVH LQHTXDOLW\� VRPH DVSHFWV RI WKDW LQFUHDVHG
LQHTXDOLW\ PD\ EH PRUH ZRUULVRPH WKDQ RWKHUV�

,Q SDUWLFXODU� WKLV 3DUW ZLOO GLVWLQJXLVK EHWZHHQ
QHFHVVLWLHV DQG OX[XULHV� EHWZHHQ HODVWLF LWHPV DQG LQHODVWLF
LWHPV� DQG EHWZHHQ SXEOLF DQG SULYDWH JRRGV� *RRGV DQG VHUYLFHV
FDQ IDOO LQ RQH SODFH DORQJ RQH PDWUL[ DQG LQ D GLIIHUHQW SODFH
DORQJ DQRWKHU� )RU H[DPSOH� KRXVLQJ LV DQ LQHODVWLF QHFHVVLW\ WKDW
LV ODUJHO\ SURYLGHG E\ WKH SULYDWH VHFWRU���� %\ FRQWUDVW�
WUDQVSRUWDWLRQ LV D VRPHZKDW HODVWLF��� QHFHVVLW\ WKDW LV IXQGHG WR
D VLJQLILFDQW GHJUHH E\ WKH SXEOLF���� (YHQ ZLWKLQ D VLQJOH SDLULQJ�

��� 6HH (OL]D 0LN� 7KH (URVLRQ RI $XWRQRP\ LQ 2QOLQH &RQVXPHU 7UDQVDFWLRQV�
� /$: ,1129$7,21 	 7(&+� �� � �������

��� ,G� DW ��
��� 6HH� H�J�� +XEHUW +RUDQ�:LOO WKH *URZWK RI 8EHU ,QFUHDVH (FRQRPLF:HOIDUH"�

�� 75$163� /�-� ��� ��²��� ���²�� ������ �DUJXLQJ WKDW WKH EXVLQHVV PRGHO SXUVXHG E\
8EHU LV QRW VXVWDLQDEOH XQOHVV WKH FRPSDQ\ PRQRSROL]HV LWV PDUNHW� UHGXFHV SD\PHQWV
WR GULYHUV� DQG UDLVHV SULFHV WR SDVVHQJHUV��

��� 6HH (OY\� VXSUD QRWH �� DW ���²���
��� 'XULQJ WKH ������� SHULRG� WKHUH ZHUH ����������� KRXVHKROGV LQ WKH 8QLWHG

6WDWHV� DQG ����� RI KRXVLQJ XQLWV ZHUH RZQHU�RFFXSLHG�4XLFN )DFWV� 8QLWHG 6WDWHV� 8�6�
&(1686 %85($8� KWWSV���ZZZ�FHQVXV�JRY�TXLFNIDFWV�IDFW�WDEOH�86�+6'������ >KWWSV���SH
UPD�FF��;1��&���@� ,Q ����� MXVW XQGHU RQH PLOOLRQ KRXVHKROGV OLYHG LQ IHGHUDO SXEOLF
KRXVLQJ DQG MXVW XQGHU IRXU PLOOLRQ PRUH UHFHLYHG IHGHUDO UHQWDO DVVLVWDQFH� 8QLWHG
6WDWHV )HGHUDO 5HQWDO $VVLVWDQFH )DFW 6KHHWV� &75� 21 %8'*(7 	 32/·< 35,25,7,(6 �'HF�
��� ������ KWWSV���ZZZ�FESS�RUJ�UHVHDUFK�KRXVLQJ�IHGHUDO�UHQWDO�DVVLVWDQFH�IDFW�VKHHWV�
86 >KWWSV���SHUPD�FF���1:�7���@�

��� 0RWRU YHKLFOHV DUH HODVWLF� 0DQXIDFWXUHUV RU FRPPRQ FDUULHUV FDQ XVXDOO\
LQFUHDVH FDSDFLW\� DQG VRPHRQH ZKR QHHGV WR SXUFKDVH D FDU RU D SODQH WLFNHW RQ VKRUW
QRWLFH FDQ W\SLFDOO\ GR VR� 5RDGZD\ LQIUDVWUXFWXUH� E\ FRQWUDVW� LV LQHODVWLF� 7KXV� LI WKHUH
LV DQ DXWR VKRUWDJH� PDQXIDFWXUHUV FDQ TXLFNO\ IDEULFDWH PRUH� EXW HYHQ D UHODWLYHO\
VLPSOH UHSDYLQJ SURMHFW FDQ WDNH PRQWKV� )RU D FODVVLF VWRU\ RI WKH LQHODVWLFLW\ RI KLJKZD\
FRQVWUXFWLRQ� VHH WKH 0DVVDFKXVHWWV VWDWH JRYHUQPHQW ZHESDJH GHVFULELQJ WKH KLVWRU\ RI
%RVWRQ·V ´%LJ 'LJ�µ 7KH %LJ 'LJ� 3URMHFW %DFNJURXQG� 0$66�*29� KWWSV���ZZZ�PDVV�JRY�
LQIR�GHWDLOV�WKH�ELJ�GLJ�SURMHFW�EDFNJURXQG >KWWSV���SHUPD�FF�.�'$��(..@�

��� *RYHUQPHQW IXQGV D ODUJH SRUWLRQ RI WKH FRVW RI SXEOLF WUDQVLW� 6HH &21*�
5(6($5&+6(59�� 5������ )('(5$/38%/,&75$163257$7,21352*5$0� ,1%5,() � �������
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VXFK DV QHFHVVLWLHV YHUVXV OX[XULHV� SDUWLFXODU JRRGV DQG VHUYLFHV
GR QRW QHFHVVDULO\ IDOO DW D IL[HG VSRW� 7UDQVSRUWDWLRQ WR ZRUN LV
PRUH HVVHQWLDO WKDQ WUDQVSRUWDWLRQ WR D YDFDWLRQ� ZKLOH
WUDQVSRUWDWLRQ WR WKH HPHUJHQF\ URRP LV WKH PRVW HVVHQWLDO RI WKH
WKUHH� ,Q DGGLWLRQ� WUDQVSRUWDWLRQ PD\ EH PRUH RI D FRQFHUQ LQ
WKLQO\ SRSXODWHG DUHDV� ZKHUH WKH GLVWDQFHV WR EH WUDYHOHG DUH
JUHDWHU DQG DOWHUQDWLYHV VXFK DV EXVHV DQG WUDLQV DUH OHVV
SOHQWLIXO� 7KXV� WUDQVSRUWDWLRQPD\ EHPRUH RI D QHFHVVLW\ LQ VRPH
VHWWLQJV WKDQ LQ RWKHUV� DQG SODFLQJ D FRPPRGLW\ DORQJ DQ\ RI
WKHVH WKUHH VSHFWUD FDQ EH KLJKO\ FRQWH[WXDO�

7KH SRLQW RI WKLV H[HUFLVH LV WR GHWHUPLQH WKH W\SHV RI JRRGV
DQG VHUYLFHV PRVW OLNHO\ WR UDLVH VLJQLILFDQW IDLUQHVV LVVXHV DQG WKH
VSHFLILF VHWWLQJV LQZKLFK WKH\ DUHPRVW OLNHO\ WR UDLVH WKRVH FRQFHUQV�
%\ IRFXVLQJ RQ SDUWLFXODU FRPPRGLWLHV LQ SDUWLFXODU VFHQDULRV� DV
RSSRVHG WR DOO JRRGV DQG VHUYLFHV DV DQ XQGLIIHUHQWLDWHG JURXS� WKLV
3DUW ZLOO KLJKOLJKW WKH W\SHV RI JRRGV DQG VHUYLFHV WKDW UDLVH WKH
JUHDWHVW FRQFHUQ WKDW WKH ULVH RI WKH VKDULQJ HFRQRP\ ZLOO LQFUHDVH
LQHTXDOLW\� ,I SXEOLF RU SULYDWH LQWHUYHQWLRQ LV ZDUUDQWHG� WKHVH DUH
WKH VSHFLILF FRPPRGLWLHV IRU ZKLFK VXFK LQYROYHPHQW PD\ EH PRVW
QHHGHG DQG WKH SUHFLVH VLWXDWLRQV LQ ZKLFK LQWHUYHQWLRQ PD\ EH WKH
PRVW HVVHQWLDO�

$� 1HFHVVLWLHV 9HUVXV /X[XULHV

&RPPRGLWLHV VXFK DV IRRG� ZDWHU� DQG KHDOWK FDUH DUH
HVVHQWLDO WR OLIH� DQG JRYHUQPHQWV RIWHQ WDNH VWHSV WR HQVXUH
JUHDWHU DFFHVV WR WKHVH LWHPV IRU DOO� QR PDWWHU ZKDW DQ
LQGLYLGXDO·V ILQDQFLDO VWDWXV� 2WKHU JRRGV PD\ EH LPSRUWDQW EXW
QRW� VWULFWO\ VSHDNLQJ� QHFHVVDU\� +RXVLQJ PD\ IDOO LQWR WKLV
FDWHJRU\� DV LW LV SRVVLEOH WR VXUYLYH ZLWKRXW LW� MXVW DV HDUO\
KXPDQV GLG� ,Q WRGD\·V PRGHUQ HFRQRP\� WKRXJK� KRXVLQJ LV D
QHDU�QHFHVVLW\� DQG WKRVH ZKR DUH KRPHOHVV FHUWDLQO\ HQMR\
IHZHU RSSRUWXQLWLHV DQG D IDU ORZHU TXDOLW\ RI OLIH�

2WKHU JRRGV DUH QHFHVVLWLHV LQ VRPH FRQWH[WV EXW QRW
RWKHUV� (GXFDWLRQ LQ EDVLF OLWHUDF\ LV QHDUO\ HVVHQWLDO WR VXUYLYDO
LQ WRGD\·V HFRQRP\� ZKLOH D -XULV 'RFWRUDWH PD\ EH UHTXLUHG IRU
D OHJDO FDUHHU LQ PRVW VWDWHV EXW LV FRPSOHWHO\ XQQHFHVVDU\³

KWWSV���IDV�RUJ�VJS�FUV�PLVF�5������SGI >KWWSV���SHUPD�FF��'�0�39;4@ �SUHVHQWLQJ FKDUW
VKRZLQJ WKDW XVHU IDUHV DQG RWKHU LQFRPH FRYHUHG RQO\ ����� RI WKH WRWDO FRVW RI SXEOLF
WUDQVSRUWDWLRQ LQ ����� ZLWK IHGHUDO� VWDWH� DQG ORFDO JRYHUQPHQWV SURYLGLQJ WKH EDODQFH��
)RU SULYDWH DXWR WUDQVLW� WKH VXEVLGLHV DUH OHVV WUDQVSDUHQW� LQFOXGLQJ LWHPV VXFK DV WKH
FRVW RI FRQVWUXFWLQJ DQG PDLQWDLQLQJ URDGZD\V DQG VXEVLGLHV WR DXWR PDQXIDFWXUHUV DQG
HQHUJ\ SURGXFHUV� 6HH� H�J�� 0RUJDQ 6FDUERUR 	 -RVHSK %LVKRS�+HQFKPDQ� +RZ $UH <RXU
6WDWH·V 5RDGV )XQGHG"� 7$; )281'� �-XO\ ��� ������ KWWSV���WD[IRXQGDWLRQ�RUJ�VWDWH�URDG�
IXQGLQJ�LQIUDVWUXFWXUH����� >KWWSV���SHUPD�FF�0�3��-/=�@ �LQGLFDWLQJ VRXUFHV RI URDG
IXQGLQJ RQ D VWDWH�E\�VWDWH EDVLV��
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VRPH PLJKW VD\ DQWLWKHWLFDO�³WR EDVLF VXUYLYDO���� $
WUDQVFRQWLQHQWDO DLU IOLJKW PD\ EH D OX[XU\ LI \RX ZDQW WR WDNH D
YDFDWLRQ EXW D QHFHVVLW\ WR UHFHLYH HPHUJHQF\ PHGLFDO WUHDWPHQW
RU WR DWWHQG D IDPLO\ PHPEHU·V IXQHUDO� ,QWHUQHW DFFHVV LV D QHDU�
QHFHVVLW\ ZKHQ UHTXLUHG DV SDUW RI RQH·V MRE EXW FRQVLGHUDEO\ OHVV
VR IRU SOD\LQJ )RUWQLWH� 2WKHU FRPPRGLWLHV DUH QHFHVVLWLHV IRU
VRPH DQG FRPSOHWHO\ XQQHFHVVDU\ IRU RWKHUV� 2QH SHUVRQ PD\
QRW QHHG LQVXOLQ� ZKLOH WKHLU QHLJKERU ZLOO GLH ZLWKRXW LW� DQG D
IXQFWLRQLQJ KHDWLQJ V\VWHP LV IDU PRUH LQGLVSHQVDEOH LQ $ODVND
WKDQ LQ +DZDLL� 6WLOO RWKHU LWHPV DUH KLJKO\ GHVLUDEOH WR RQH
GHJUHH RU DQRWKHU� WKRXJK QRW VWULFWO\ QHFHVVDU\� 7KH KXPDQ
UDFH VXUYLYHG EHIRUH WKH LQYHQWLRQ RI DLU FRQGLWLRQLQJ� FDEOH
WHOHYLVLRQ� DQG VPDUWSKRQHV� EXW WKH DEVHQFH RI WKHVH
FRPPRGLWLHV WRGD\ SODFHV WKRVH ZKR ODFN WKHP DW D FRPSHWLWLYH
GLVDGYDQWDJH LQ RWKHU DVSHFWV RI WKHLU OLYHV� VXFK DV REWDLQLQJ D
EHWWHU MRE� DQG ZLOO FHUWDLQO\ PDNH WKHLU OLYHV OHVV SOHDVDQW�

,Q DGGLWLRQ� VRPH FRPPRGLWLHV WUDQVLWLRQ IURP RQH OHYHO
RI QHFHVVLW\ WR DQRWKHU RYHU WLPH� /DQGOLQHV ZHQW IURP QRQ�
H[LVWHQW� WR RGGLWLHV� WR OX[XU\ JRRGV� DQG WKHQ WR QHDU�
QHFHVVLWLHV LQ WKH VSDFH RI MXVW D IHZ GHFDGHV� 7KH\ ZLOO OLNHO\
UHWXUQ WR QRQ�H[LVWHQW LQ WKH FRPLQJ \HDUV� MXVW DV VXEVWLWXWHV
IRU WKHP EHFRPH QHDU�QHFHVVLWLHV� $QG RWKHUV� VXFK DV UHDGLQJ
JODVVHV RU PRELOLW\�DVVLVWDQFH GHYLFHV� PD\ EH QHFHVVLWLHV RQO\ DW
FHUWDLQ VWDJHV GXULQJ RQH·V OLIH�

,Q VKRUW� VRPH JRRGV DUH QHFHVVLWLHV� RWKHUV DUH H[WUHPHO\
LPSRUWDQW WR VXUYLYDO ZLWKRXW WHFKQLFDOO\ EHLQJ QHFHVVDU\ WR LW�
DQG RWKHUV DUH UHODWLYHO\ OHVV LPSRUWDQW� 6RPH JRRGV PD\ EH
HVVHQWLDO WR D KLJKHU OLIHVW\OH TXDOLW\ ZLWKRXW EHLQJ VWULFWO\
QHFHVVDU\ WR VXUYLYDO� 6RPH FRPPRGLWLHV PD\ EH QHFHVVLWLHV IRU
VRPH SHRSOH EXW QRW RWKHUV� ZKLOH RWKHU JRRGV DQG VHUYLFHV PD\
EH QHFHVVDU\ LQ VRPH FRQWH[WV RU ORFDWLRQV EXW QRW LQ RWKHUV�
'XULQJ WKH FRXUVH RI D SHUVRQ·V OLIH� D FRPPRGLW\ PD\ EH
QHFHVVDU\ DW VRPH SRLQWV EXW QRW RWKHUV� 7KXV� HYHQ LI ZH FDQ
DJUHH RQ D GHILQLWLRQ IRU WKH WHUP ´QHFHVVLW\�µ LW LV HYLGHQW WKDW
JRRGV DQG VHUYLFHV DUH DUUD\HG DW YDULRXV SRLQWV DORQJ D VSHFWUXP
DQG GR QRW VWD\ IL[HG LQ RQH SODFH IRU DOO SHRSOH DW DOO WLPHV�

��� 6HH� H�J�� 0RULDK %DOLQJLW� 'R &KLOGUHQ +DYH D 5LJKW WR /LWHUDF\" $WWRUQH\V
$UH 7HVWLQJ WKDW 4XHVWLRQ� :$6+� 3267 �$XJ� ��� ������ KWWSV���ZZZ�ZDVKLQJWRQSRVW�
FRP�ORFDO�HGXFDWLRQ�GR�FKLOGUHQ�KDYH�D�ULJKW�WR�OLWHUDF\�DWWRUQH\V�DUH�WHVWLQJ�WKDW�TXHV
WLRQ���������������G������������H�������E����EI�H�I�BVWRU\�KWPO"XWPBWHUP ��G��
�G������ >KWWSV���SHUPD�FF�$%$��&89%@ �GLVFXVVLQJ D IHGHUDO MXGJH·V KROGLQJ WKDW WKHUH
LV QR FRQVWLWXWLRQDO ULJKW WR ´D GHILQHG� PLQLPXP OHYHO RI HGXFDWLRQ E\ ZKLFK >D@ FKLOG
FDQ DWWDLQ OLWHUDF\µ��
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,I ZH GLVWULEXWH VFDUFH QHFHVVLWLHV VROHO\ RQ WKH EDVLV RI
SULFH� VRPH SHRSOH FDQQRW DIIRUG WKHP���� %XW WKH SHUVRQ ZKR ODFNV
D WUXH QHFHVVLW\ ZLOO� E\ GHILQLWLRQ� EH XQDEOH WR VXUYLYH ZLWKRXW
LW� 6RPHRQH PXVW VXSSO\ WKH GLIIHUHQFH EHWZHHQ WKH SULFH RI D
QHFHVVLW\ DQG WKH PD[LPXP DPRXQW WKH SRRUHVW FRQVXPHUV FDQ
DIIRUG RU PXVW GULYH WKH SULFH GRZQ E\ SURGXFLQJ PRUH RI WKH
FRPPRGLW\���� ,Q VRPH FDVHV� FKDULWLHV VWULYH WR PDNH XS WKLV
GLIIHUHQFH� %XW FKDULWLHV FDQQRW PHHW DOO RI WKLV QHHG WKHPVHOYHV�
WKH\ VXIIHU IURP FRRUGLQDWLRQ SUREOHPV� DQG WKH\ PD\ LQVLVW WKDW
GRQHHV PHHW UHTXLUHPHQWV³VXFK DV PHPEHUVKLS LQ D SDUWLFXODU
UHOLJLRXV IDLWK³WKDW VRPH QHHG\ UHFLSLHQWV DUH XQZLOOLQJ WR PHHW�
7KDW OHDYHV RWKHU SULYDWH DFWRUV RU WKH JRYHUQPHQW WR ILOO WKH
UHPDLQLQJ JDS� )RU VRPH QHFHVVLWLHV� JRYHUQPHQW GRHV LQGHHG
VWULYH WR SOXJ WKLV KROH����

*RYHUQPHQWV WKDW VHHN WR DGGUHVV VKRUWDJHV VXFK DV
WKHVH FDQ VXSSO\ WKH JRRGV WKHPVHOYHV RU FDQ VXEVLGL]H VXSSO\
RU GHPDQG� $ JRYHUQPHQW PD\ GHFLGH WR SURYLGH QHFHVVLWLHV RU
QHDU�QHFHVVLWLHV DW D ORVV� DV ZLWK SXEOLF KRXVLQJ� ,W PD\ HQVXUH
WKDW WKHVH JRRGV FDQ EH SXUFKDVHG DW D ORZHU FRVW E\ SURYLGLQJ
GLUHFW VXEVLGLHV� WD[ EHQHILWV� RU ]RQLQJ ERQXVHV WR WKRVH ZKR
VXSSO\ WKHP DQG UHTXLULQJ WKRVH VXSSOLHUV WR SDVV WKHLU VDYLQJV
DORQJ WR TXDOLI\LQJ FRQVXPHUV� 2U D JRYHUQPHQW PD\ RIIHU GLUHFW
RU LQGLUHFW ILQDQFLDO VXSSRUW RQ WKH GHPDQG VLGH� LQ WKH IRUP RI
FDVK RU YRXFKHUV WR QHHG\ FRQVXPHUV� 7KHVH VXEVLGLHV DQG
SD\PHQWV DUH QRWKLQJ PRUH WKDQ WUDQVIHUV� ZLWK PRUH DIIOXHQW
WD[SD\HUV FRQWULEXWLQJ IXQGLQJ WR VXSSRUW WKRVH OHVV DEOH WR
SURYLGH IRU WKHLU RZQ QHHGV����

,I WKH JRYHUQPHQW EHOLHYHV WKDW HYHU\RQH VKRXOG EH DEOH WR
HQMR\ QHFHVVDU\ FRPPRGLWLHV RU VKRXOG EH UHTXLUHG WR SXUFKDVH
WKHVH LWHPV EHFDXVH WKH\ DUH HVVHQWLDO WR WKHPVHOYHV RU RWKHUV� LW
PD\ LPSRVH PDQGDWHV LQ SDUDOOHO ZLWK VXEVLGLHV� 7KXV� ZDJH�
HDUQHUV DUH UHTXLUHG WR FRQWULEXWH WRZDUG WKHLU UHWLUHPHQW�
GULYHUV LQ PDQ\ VWDWHV PXVW PDLQWDLQ PLQLPXP OHYHOV RI
DXWRPRELOH LQVXUDQFH� DQG PDQ\ SHRSOH RI PRGHVW PHDQV UHFHLYH
RQO\ SDUWLDO JRYHUQPHQW VXEVLGLHV IRU WKH FRVW RI WKHLU EDVLF
QXWULWLRQ� VKHOWHU� DQG KHDOWK FDUH� 7KLV DSSURDFK DOVR UHGXFHV

��� )RU DQ LQWHUHVWLQJ DQG ZRUULVRPH UHFHQW SURSRVDO� VHH 5HEHFFD %HLWVFK�
&UDQNLQJ 8S WKH &RVW� 6WDWHV &RQVLGHU ¶6XUJH 3ULFLQJ· IRU 3RZHU� *29(51,1* �)HE� ���
������ KWWSV���ZZZ�JRYHUQLQJ�FRP�WRSLFV�WUDQVSRUWDWLRQ�LQIUDVWUXFWXUH�VO�VWDWHV�SRZHU�
VXUJH�SULFLQJ�KWPO >KWWSV���SHUPD�FF���9��'-��@�

��� 6HH 52%(57 &227(5 	 7+20$6 8/(1� /$: $1' (&2120,&6 �� ������
�GLVFXVVLQJ WKH LQWHUDFWLRQV DPRQJ VXSSO\� GHPDQG� DQG SULFH��

��� 6HH LQIUD 6HFWLRQ ,9�%���
��� 7KLV GLVFXVVLRQ FDQ EH H[WHQGHG WR RWKHU H[SHQVHV�6HH� H�J�� $OHF 6FKLHUHQEHFN�

7KH &RQVWLWXWLRQDOLW\ RI ,QFRPH�%DVHG )LQHV� �� 8� &+,� /� 5(9� ����� ����²�� ������
�DUJXLQJ WKDW ORZ�LQFRPH RIIHQGHUV VKRXOG SD\ ORZHU ILQHV WKDQ KLJKHU�LQFRPH RIIHQGHUV��
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PRUDO KD]DUG E\ SUHYHQWLQJ WKRVH ZKR QHHG RU EHQHILW IURP DQ\
SDUWLFXODU SURJUDP IURP IXOO\ H[WHUQDOL]LQJ WKH FRVW����

7KLV LV QRW WR VXJJHVW WKDW WKH JRYHUQPHQW VXEVLGL]HV RU
PDQGDWHV RQO\ QHFHVVLWLHV RU WKDW HYHU\ QHFHVVLW\ LV VXEVLGL]HG
RU PDQGDWHG� 0DQ\ $PHULFDQV ZHUH IRUFHG WR OLYH ZLWKRXW
KHDOWK LQVXUDQFH³DQG WKXV RIWHQ ZLWKRXW QHFHVVDU\ KHDOWK
FDUH³XQWLO UHFHQWO\� DQG D VL]DEOH QXPEHU VWLOO GR���� 0RUHRYHU�
WKH GHFLVLRQ WR H[SDQG KHDOWK FDUH FRYHUDJH DQG JXDUDQWHHV
GXULQJ WKH 2EDPD DGPLQLVWUDWLRQ ZDV DQG UHPDLQV D KHDYLO\
FRQWHVWHG SROLWLFDO LVVXH� 7KH XSURDU VXUURXQGLQJ WKHVH SROLFLHV
ZLOO FHUWDLQO\ GLVFRXUDJH VLPLODU W\SHV RI VXEVLG\ LQ WKH IXWXUH�
,Q DGGLWLRQ� VRPH DSSURDFKHV DUH PRUH HIIHFWLYH LQ PHHWLQJ
GHPDQG WKDQ RWKHUV� %XW WKH IHGHUDO DQG VWDWH JRYHUQPHQWV�
DORQJ ZLWK PDQ\ QRQ�JRYHUQPHQWDO RUJDQL]DWLRQV� UHFRJQL]H LQ
YDU\LQJ ZD\V WKDW VRPH HVVHQWLDO LWHPV VKRXOG QRW EH DOORFDWHG
SXUHO\ RQ WKH EDVLV RI WKHLU IUHH�PDUNHW SULFH�

$V G\QDPLF SULFLQJ EHFRPHV PRUH SUHYDOHQW� SULFHV ZLOO
EHFRPH PRUH YRODWLOH� VKRUWDJHV ZLOO FDXVH WKH SULFH RI QHFHVVLWLHV
WR ULVH� DQG WKH JDS EHWZHHQ WKH PDUNHW SULFH DQG WKH PD[LPXP
DPRXQW D QHHG\ FRQVXPHU FDQ DIIRUG PD\ JURZ� HVSHFLDOO\ DW
WLPHV RI SHDN GHPDQG� :LWK SULFHV PRUH TXLFNO\ UHIOHFWLQJ WKH
FRQVWDQWO\ FKDQJLQJ LQWHUVHFWLRQ EHWZHHQ VXSSO\ DQG GHPDQG
FXUYHV� VRPH EX\HUV ZLOO GLVFRYHU WKDW� MXVW DV WKH\ QHHG D JRRG
PRVW� LWV SULFH SHDNV� ,Q IDFW� WKDW LV KRZ G\QDPLF SULFLQJ LV
VXSSRVHG WR ZRUN� (YHQ WKRVH FRQVXPHUV ZKR FDQ DIIRUG WKH
FRPPRGLW\ ZKHQ WKH\ QHHG LW PD\ QRW NQRZ WKDW LQ DGYDQFH� 7KH\
PD\ IRUHJR WKH LWHP LQ WKH LQFRUUHFW EHOLHI WKH\ FDQQRW DIIRUG LW�
DQG WKH\ ZLOO H[SHULHQFH KLJKHU OHYHOV RI VWUHVV DQG XQFHUWDLQW\
HYHQ LI WKH\ XOWLPDWHO\ REWDLQ WKH LWHP�

7KLV XVXDOO\ SURYHV WR EH D VKRUW�WHUP SUREOHP� DV WKH
VKRUWDJH LQGXFHV SURVSHFWLYH VXSSOLHUV WR SURYLGH PRUH RI WKH
JRRG DQG WKH VKRUWDJH VHOI�FRUUHFWV� 7KLV DVVXPHV WKDW WKH JRRG
LV DYDLODEOH� IDLOV WR UHGXFH WKH VXIIHULQJ RI WKRVH ZKR PXVW GR
ZLWKRXW XQWLO WKH VKRUWDJH LV DOOHYLDWHG� DQG GRHV QRWKLQJ WR
HQVXUH WKDW HYHU\RQH ZLOO EH DEOH WR DIIRUG WKH QHZ� VRPHZKDW
ORZHU HTXLOLEULXP SULFH� (YHQ D WHPSRUDU\ VKRUWDJH PD\ SURYH
WR EH OLIH�WKUHDWHQLQJO\ ORQJ LQ WKH FDVH RI WUXH QHFHVVLWLHV VXFK
DV SRWDEOH ZDWHU DQG IRRG�

,Q WKHVH VHWWLQJV� WKH TXHVWLRQ EHFRPHV KRZ WR UDWLRQ
QHFHVVLWLHV XQWLO WKHUH LV DGHTXDWH TXDQWLW\ WR PHHW GHPDQG� ,I

��� 6HH LQIUD 3DUW ,9�
��� ´,Q ����� ��� SHUFHQW RI SHRSOH� RU ���� PLOOLRQ� GLG QRW KDYH KHDOWK LQVXUDQFH

DW DQ\ SRLQW GXULQJ WKH \HDU�µ (':$5' 5� %(5&+,&. (7 $/�� 8�6� &(1686 %85($8� 3���
���� +($/7+ ,1685$1&( &29(5$*( ,1 7+( 81,7(' 67$7(6� ����� DW � �1RY� ������
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SULFHV DGMXVW UDSLGO\ DQG G\QDPLFDOO\� LW LV WKH OHDVW DIIOXHQW
PHPEHUV RI VRFLHW\ ZKR ZLOO EH XQDEOH WR REWDLQ HVVHQWLDO
FRPPRGLWLHV LQ WKH VKRUW UXQ� ([SDQGHG XVH RI G\QDPLF SULFLQJ
VXJJHVWV WKDW WKLV FRPELQDWLRQ RI HYHQWV ZLOO RFFXU PRUH
IUHTXHQWO\� :KHQ WKH PDUNHW LV XQGHU WKH JUHDWHVW VWUHVV� WKH
OHDVW DIIOXHQW FRQVXPHUV ZLOO JR ZLWKRXW�

%� (ODVWLF 9HUVXV ,QHODVWLF *RRGV DQG 6HUYLFHV

6RPH JRRGV DUH KLJKO\ HODVWLF� PHDQLQJ WKDW WKH\ �RU FORVH
VXEVWLWXWHV� FDQ EH VXSSOLHG LQ JUHDWHU TXDQWLWLHV IDLUO\ TXLFNO\
DQG HDVLO\���� )RRG DQG WUDQVSRUWDWLRQ RIWHQ IDOO LQWR WKLV FDWHJRU\�
WKRXJK QRW DOZD\V���� 2WKHU JRRGV DUH KLJKO\ LQHODVWLF� %DFNXS
VXSSOLHV DUH OLPLWHG� WKHUH DUH IHZ DGHTXDWH VXEVWLWXWHV� DQG
REWDLQLQJ PRUH SURGXFW ZLOO EH VORZ� FRVWO\� RU ERWK� $ KRXVLQJ
VKRUWDJH IROORZLQJ D KXUULFDQH FDQ EH DOOHYLDWHG� EXW WDUSV� WHQWV�
DQG PDQXIDFWXUHG KRXVLQJ PD\ KDYH WR VXIILFH IRU \HDUV XQWLO
SHUPDQHQW XQLWV VORZO\ FRPH RQOLQH� ,I DQ HDUWKTXDNH FROODSVHV
DQ HVVHQWLDO URDGZD\ RU EULGJH� DXWR WUDIILF PD\ KDYH WR WDNH
OHQJWK\ GHWRXUV RU EH XQDEOH WR UHDFK GHVWLQDWLRQV WKDW SUHYLRXVO\
ZHUH DFFHVVLEOH����

7KH IDFW WKDW D JRRG LV LQHODVWLF GRHV QRW LQHYLWDEO\ LPSO\
WKDW LW LV D QHFHVVLW\� 6RPH QRQ�HVVHQWLDO JRRGV VLPSO\ ODFN UHDG\
VXEVWLWXWHV� 7KH SULFH RI WKH JUDLQ TXLQRD KDV LQFUHDVHG LQ UHFHQW
\HDUV DV LWV KHDOWK EHQHILWV KDYH EHFRPH PRUH ZLGHO\ XQGHUVWRRG�
EXW TXLQRD LV GLIILFXOW WR JURZ LQ ODUJH TXDQWLWLHV���� 0RVW
$PHULFDQV FDQ OLYH TXLWH IXOILOOLQJ OLYHV ZLWKRXW FRQVXPLQJ

��� ´(ODVWLFLW\ RI GHPDQG LV D QXPHULFDO PHDVXUH RI KRZ UHVSRQVLYH GHPDQG LV
WR FKDQJHV LQ SULFH�µ &227(5 	 8/(1� VXSUD QRWH ���� DW ���

��� ,I DQ DUHD H[SHULHQFHV D WHPSRUDU\ IRRG VKRUWDJH� VXSSOLHV FDQ RIWHQ EH
VKLSSHG LQ IURP HOVHZKHUH� ,I D UDLQVWRUP FDXVHV D UXQ RQ WD[LV� VXEZD\V DQG EXVHV PD\
EH DEOH WR ILOO WKH JDS�

��� $ KXJH QDWXUDO GLVDVWHU WKDW GLVUXSWV VXSSO\ FKDLQV PD\ OHDG WR SURORQJHG
LQVXIILFLHQFLHV RI LQHODVWLF JRRGV DQG VHUYLFHV WKDW ZLOO EH GLIILFXOW WR UHPHGLDWH� DV
UHVLGHQWV RI 3XHUWR 5LFR OHDUQHG DIWHU +XUULFDQH 0DULD� 6HH� H�J�� .DWLH =H]LPD� )(0$
WR 6WRS 'LVWULEXWLQJ (PHUJHQF\ )RRG DQG :DWHU WR 3XHUWR 5LFR� :$6+� 3267 �-DQ� ���
������ KWWSV���ZZZ�ZDVKLQJWRQSRVW�FRP�QDWLRQDO�IHPD�WR�VWRS�GLVWULEXWLQJ�HPHUJHQF\�
IRRG�DQG�ZDWHU�WR�SXHUWR�ULFR������������H���H�E���������H��������D���I���GG�BVWRU
\�KWPO"XWPBWHUP ��F��IG�FEI�� >KWWSV���SHUPD�FF��7*%�<3��@ �´7KH DQQRXQFHPHQW
DQJHUHG PDQ\ ZKR VDLG WKH\ EHOLHYH )(0$ KDV QRW SURYLGHG D VXIILFLHQW UHVSRQVH WR DQ
LVODQG ZKHUH DERXW RQH�WKLUG RI UHVLGHQWV VWLOO ODFN SRZHU DQG� LQ UXUDO DUHDV� KDYH
GLIILFXOW\ REWDLQLQJ FOHDQ ZDWHU DQG IRRG�µ��

��� /\GLD 'H3LOOLV� 4XLQRD 6KRXOG %H 7DNLQJ 2YHU WKH :RUOG� 7KLV ,V :K\ ,W
,VQ·W� :$6+� 3267 �-XO\ ��� ������ KWWSV���ZZZ�ZDVKLQJWRQSRVW�FRP�QHZV�ZRQN�ZS�����
�������TXLQRD�VKRXOG�EH�WDNLQJ�RYHU�WKH�ZRUOG�WKLV�LV�ZK\�LW�LVQW�"XWPBWHUP ���HFH���
���� >KWWSV���SHUPD�FF���-��(7�7@� VHH DOVR %HWK *RXODUW� :K\ 3HFDQ 3LHV +DYH *RWWHQ
6R ([SHQVLYH� ,W·V &KLQD·V )DXOW� 6/$7( �1RY� ��� ������ KWWSV���VODWH�FRP�KXPDQ�LQWHUHV
W���������SHFDQ�SULFHV�ZK\�FKLQDV�GHPDQG�KDV�PDGH�WKDQNVJLYLQJ�SLHV�PRUH�H[SHQVLY
H�KWPO >KWWSV���SHUPD�FF��-;��.3/-@ �REVHUYLQJ KRZ &KLQHVH GHPDQG KDV GULYHQ XS WKH
SULFH IRU $PHULFDQ SHFDQV��
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TXLQRD� DV PRVW GLG XQWLO D IHZ \HDUV DJR� DQG WKRVH ZKR FDQQRW
DIIRUG WKLV VXGGHQO\ H[SHQVLYH JUDLQ OLNHO\ ZLOO FRQWLQXH WR
VXUYLYH E\ HDWLQJ VRPHWKLQJ HOVH� 3URGXFWLRQ LV LQHODVWLF� EXW WKH
JRRG LV QRW HVVHQWLDO� 6LPLODUO\� WKH IDFW WKDW DQ HODVWLF JRRG FDQ
EH SURFXUHG RU VXEVWLWXWHG UDSLGO\ GRHV QRW DOZD\V VXJJHVW WKDW LW
LV D OX[XU\ LWHP� 0DQ\ IRRG LWHPV DUH HVVHQWLDO EXW HDV\ WR VXSSO\
LQ JUHDWHU TXDQWLWLHV ZKHQ QHHGHG� DQG WKH PDUNHW SURPSWO\
DOOHYLDWHV VKRUWDJHV�

,I GHPDQG IRU DQ LQHODVWLF JRRG ULVHV DQG VWD\V KLJK�
SULFHV ZLOO UHPDLQ HOHYDWHG EHFDXVH� E\ GHILQLWLRQ� QHZ VXSSOLHV
RU VDWLVIDFWRU\ VXEVWLWXWHV FDQQRW EH SURYLGHG TXLFNO\���� %\
FRPSDULVRQ� LI GHPDQG IRU D PRUH HODVWLF JRRG LQFUHDVHV� QHZ
VXSSOLHV ZLOO TXLFNO\ EHFRPH DYDLODEOH� RU FRQVXPHUV ZLOO PDNH
GR ZLWK WKH QH[W�EHVW WKLQJ���� 7KH SULFH PD\ FOLPE EULHIO\� EXW
WKH KLJK HODVWLFLW\ PHDQV WKDW VXSSO\ ZLOO LQFUHDVH SURPSWO\ DQG
WKH SULFH ZLOO IDOO EDFN�

7KXV� G\QDPLF SULFLQJ KDV D VHOI�FRUUHFWLQJ HIIHFW RQ WKH
VXSSO\ RI KLJKO\ HODVWLF JRRGV� DQG VKRUWDJHV DQG SULFH VXUJHV
ZLOO EH VKRUW�OLYHG� %\ FRQWUDVW� G\QDPLF SULFLQJ ZLOO KDYH D IDU
JUHDWHU LPSDFW RQ WKH FRVW RI LQHODVWLF JRRGV� ,I GHPDQG LQFUHDVHV
DQG VXSSO\ FDQQRW� WKHQ WKH G\QDPLF SULFH VKRRWV XS DQG
UHPDLQV KLJK� 7KH SULFH LPPHGLDWHO\ WHOOV WKH PDUNHW WR VXSSO\
PRUH RI WKH FRPPRGLW\� EXW LQHODVWLFLW\ PHDQV WKDW QHZ VXSSO\
FDQQRW PHHW WKH KHLJKWHQHG GHPDQG� 0RUHRYHU� LI GHPDQG LV
JHQHUDOO\ HUUDWLF� SURVSHFWLYH VXSSOLHUV PD\ EH XQZLOOLQJ WR
XQGHUWDNH WKH ORQJ�WHUP LQYHVWPHQW QHHGHG WR SURYLGH KLJKHU
TXDQWLWLHV GRZQ WKH URDG� 7KRVH ZKR QHHG WKH SURGXFW ZLOO
HQGXUH KLJK SULFHV DQG FRQVLGHUDEOH LQFRQYHQLHQFH�

,I D VKRUWDJH DULVHV LQ D PDUNHW ZLWK PDQ\ RII�GXW\ 8EHU
GULYHUV� WKDW PD\ LQGXFH VRPH GULYHUV WR JLYH XS OHLVXUH WLPH³
VXGGHQO\ PRUH FRVWO\ LQ WHUPV RI IRUHJRQH LQFRPH³WR WUDQVSRUW
SDVVHQJHUV ZKR DUH QRZ SUHSDUHG WR SD\ KLJKHU SULFHV���� 'ULYHUV
RI IL[HG�IDUH WD[LV ZLOO QRW EH VLPLODUO\ LQGXFHG� VLQFH WKH\ GR QRW
HDUQ D WKXQGHUVWRUP SUHPLXP� DQG WKH VKRUWDJH ZLOO SHUVLVW XQWLO
WKH VNLHV FOHDU� 7KH ZLQGIDOO IRU WKH 8EHU GULYHUV� KRZHYHU� ZLOO EH
WHPSRUDU\� DV WKH ULVLQJ VXSSO\ RI GULYHUV FDXVHV SULFHV WR VOLGH
EDFN GRZQ XQWLO WKH VXSSO\ DQG GHPDQG FXUYHV DJDLQ UHDFK

��� &227(5 	 8/(1� VXSUD QRWH ���� DW ��²���
��� ,G�
��� 6HH -DPHV 6XURZLHFNL� ,Q 3UDLVH RI (IILFLHQW 3ULFH *RXJLQJ� 0,7 7(&+� 5(9�

�$XJ� ��� ������ KWWSV���ZZZ�WHFKQRORJ\UHYLHZ�FRP�V��������LQ�SUDLVH�RI�HIILFLHQW�SULFH�
JRXJLQJ� >KWWSV���SHUPD�FF�-�:*�3��<@ �TXRWLQJ DQ 8EHU ERDUG PHPEHU ZKR QRWHG WKDW
´ZKHQ 8EHU ILUVW WHVWHG G\QDPLF SULFLQJ LQ %RVWRQ LQ ����� LW ZDV DEOH WR ¶LQFUHDVH RQ�
WKH�URDG VXSSO\ RI GULYHUV E\ �� WR �� SHUFHQW·µ��
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HTXLOLEULXP���� %HFDXVH WKH VXSSO\ RI ULGH�VKDULQJ GULYHUV LV HODVWLF�
VXSSO\� DQG WKHQ SULFH� UHVSRQG TXLFNO\ ZKHQ GHPDQG LQFUHDVHV����

&RQWUDVW ZKDW KDSSHQV LI ,QWHUVWDWH �� RXWVLGH RI
:DVKLQJWRQ� '�&�� EDFNV XS GXULQJ UXVK KRXU� $ QHZ URDG FDQQRW
VXGGHQO\ DSSHDU� 'HPDQG ZLOO H[FHHG VXSSO\� GULYLQJ VSHHGV ZLOO
GURS� DQG WULSV ZLOO WDNH ORQJHU� 7KHUH PD\ EH DOWHUQDWH URXWHV RU
PHWKRGV RI WUDQVSRUW� EXW WKRVH VXEVWLWXWHV FDQ SUREDEO\ DEVRUE
RQO\ D VPDOO SDUW RI WKH H[FHVV GHPDQG� 6RPH GULYHUV PD\ VHDUFK
IRU OHVV DGHTXDWH VXEVWLWXWHV� VXFK DV DQ HDUOLHU GHSDUWXUH WLPH RU
D WHOHFRQIHUHQFH LQ OLHX RI D IDFH�WR�IDFH PHHWLQJ� %XW LI \RX QHHG
WR JHW WR RU IURP :DVKLQJWRQ GXULQJ UXVK KRXU� \RX KDYH IHZ
RSWLRQV� 7KLV LV ZK\ WKH 9LUJLQLD 'HSDUWPHQW RI 7UDQVSRUWDWLRQ·V
H[SHULPHQW ZLWK G\QDPLF SULFLQJ IRU VLQJOH�RFFXSDQW YHKLFOHV RQ
WKDW URDG KDV OHG WR SULFHV WKDW KDYH JRQH DV KLJK DV ������ IRU DQ
DXWR WULS RI MXVW WHQ PLOHV���� 7KH FRPPRGLW\³VSDFH RQ D FURZGHG
KLJKZD\³LV LQHODVWLF� DQG D VXUJH LQ GHPDQGPHDQV WKDW GHPDQG
ZLOO H[FHHG VXSSO\� VXSSO\ FDQQRW LQFUHDVH DFFRUGLQJO\� DQG WKH
GLUHFW RU LQ�NLQG FRVW PXVW ULVH�

$V ZLWK QHFHVVLW\� HODVWLFLW\ LV UHODWLYH DQG GHSHQGV RQ
IDFWRUV VXFK DV WKH H[LVWHQFH RI DGHTXDWH VXEVWLWXWHV� ,I \RX
FRQVLGHU ZKHDW WR EH DQ DGHTXDWH VXEVWLWXWH IRU TXLQRD� WKHQ \RX
DUH LQ OXFN� DV ZKHDW LV SOHQWLIXO DQG FKHDS� ,I \RX PXVW KDYH
TXLQRD DQGZKHDW VLPSO\ ZLOO QRW GR� WKHQ ZKHDW LV QRW D VXEVWLWXWH
DQG \RX PXVW SD\ WKH KLJKHU SULFH IRU TXLQRD RU VHHN RXW D WKLUG
JUDLQ� 6LPLODUO\� DPLG�VL]HG FLW\PD\ VHH LWV KRXVLQJ VWRFN LQFUHDVH
HYHU\ \HDU E\ D IHZ KXQGUHG XQLWV� 7KDW LV VXIILFLHQWO\ HODVWLF ZKHQ

��� $LUEQE ORGJLQJV DUH IDU PRUH HODVWLF WKDQ KRWHO URRPV� $ GZHOOLQJ RZQHU PD\
GHFLGH WR PDNH WKH XQLW DYDLODEOH RQO\ DW SHDN WLPHV� ZKHQ WKH KLJK SULFH PDNHV LW
ZRUWKZKLOH� ZKLOH D KRWHO RUGLQDULO\ PDNHV DOO URRPV DYDLODEOH RQ DOO QLJKWV� 7KXV� VKDUHG
URRPV FDQ VHUYH DV D VDIHW\ YDOYH� SURYLGLQJ H[WUD FDSDFLW\ DQG GDPSHQLQJ SULFHV ZKHQ
GHPDQG LV KLJKHVW� 6HH &KLDUD )DUURQDWR 	 $QGUH\ )UDGNLQ� 7KH :HOIDUH (IIHFWV RI 3HHU
(QWU\ LQ WKH $FFRPPRGDWLRQ0DUNHW� 7KH &DVH RI $LUEQE � �1DW·O %XUHDX RI (FRQ� 5HVHDUFK�
:RUNLQJ 3DSHU 1R� ������ ����� �´:H YDOLGDWH WKLV SUHGLFWLRQ E\ HVWLPDWLQJ D SHHU VXSSO\
HODVWLFLW\ WKDW LV WZLFH DV KLJK DV KRWHOV· HODVWLFLW\�µ��

��� 7KLV PD\ EH OHVV WUXH IRU H[WUHPHO\ ORQJ WULSV� ZKLFK WHQG WR EH OHVV FRVWO\ SHU
PLOH� %OD%OD&DU RIIHUV D ORQJ�GLVWDQFH ULGH�VKDULQJ VHUYLFH LQ D QXPEHU RI FRXQWULHV RXWVLGH
RI WKH 8QLWHG 6WDWHV� &OLFN� *R� 7RJHWKHU� %/$%/$&$5� KWWSV���ZZZ�EODEODFDU�FRP� >KWWSV��
�SHUPD�FF�-7=��=-&'@� 6HH JHQHUDOO\ %HQMDPLQ .HPSHU� %ODEODFDU ,V WKH 5LGH�6KDULQJ
$SS :H :LVK :H +DG LQ WKH 8�6�� &21'( 1$67 75$9(/(5 �)HE� �� ������ KWWSV���ZZZ�
FQWUDYHOHU�FRP�VWRU\�EODEODFDU�LV�WKH�ULGH�VKDULQJ�DSS�ZH�ZLVK�ZH�KDG�LQ�WKH�XV >KWWSV���
SHUPD�FF�95(��)&��@ �´%ODEODFDU� D )UHQFK FRPSDQ\ WKDW·V EHHQ DURXQG VLQFH ����� LV D
ULGH�VKDUH DSS WKDW OHWV \RX FDUSRRO ZLWK VRPHRQH WUDYHOLQJ IURP� VD\� 0DGULG WR 6DQ
6HEDVWLiQ RU 0H[LFR &LW\ WR 2D[DFD�µ�� LG� �´%ODEODFDU SUHYHQWV LWV GULYHUV IURP PDNLQJ D
SURILW E\ LPSRVLQJ VWULFW OLPLWV RQ SULFLQJ�µ��

��� 6HH /X] /D]R� 9LUJLQLD WR 7ZHDN �� ([SUHVV /DQHV 3ULFLQJ WR $GGUHVV 7ROOV
WKDW +DYH 7RSSHG ���� :$6+� 3267 �$SU� ��� ������ KWWSV���ZZZ�ZDVKLQJWRQSRVW�FRP�
ORFDO�WUDIILFDQGFRPPXWLQJ�YLUJLQLD�WR�WZHDN����H[SUHVV�ODQHV�SULFLQJ�WR�DGGUHVV�WROOV�
WKDW�KDYH�WRSSHG��������������������DE���F�����H����D�����D�DD�DF�DBVWRU\�KWPO"
XWPBWHUP ���HGEE�F��IF >KWWSV���SHUPD�FF��-.)��$+)@�
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SRSXODWLRQ LV LQFUHDVLQJ VORZO\ EXW QRW LI D KXUULFDQH VXGGHQO\
GHVWUR\V RU GDPDJHV WKRXVDQGV RI H[LVWLQJ XQLWV����

,Q DGGLWLRQ� WKH HODVWLFLW\ RI DQ LWHPPD\ FKDQJH� ,I GHPDQG
IRU DXWRPRELOHV VZHOOV XQH[SHFWHGO\� IDFWRULHV DGG WKLUG VKLIWV WR
LQFUHDVH VXSSO\� %XW LI WKH IDFWRU\ UHDFKHV SHDN FDSDFLW\� RU WKH
VNLOOHG ODERU IRUFH LV H[KDXVWHG� RU D QHFHVVDU\ FRPSRQHQW LV LQ
VKRUW VXSSO\� RU D WUDGH ZDU GHYHORSV ZLWKRXW ZDUQLQJ� WKH
HODVWLFLW\ RI DXWR SURGXFWLRQ FDQ GURS VXGGHQO\ DQG WKH VKRUWDJH
ZLOO SHUVLVW ORQJHU� %XLOGLQJ D QHZ IDFWRU\ RU WUDLQLQJ DGGLWLRQDO
VNLOOHG ZRUNHUV WDNHV PRUH WLPH�

,QHODVWLF JRRGV GR QRW QHFHVVDULO\ H[KLELW YRODWLOH SULFHV�
7KHLU SULFHV PD\ LQFUHDVH DQG UHPDLQ KLJK� ,Q IDFW� WKHLU YHU\
LQHODVWLFLW\ PD\ UHGXFH GHPDQG� DQG WKXV SULFH� 3HRSOH
FRQVLGHULQJ PRYLQJ WR 1HZ <RUN RU 6DQ )UDQFLVFR NQRZ WKDW
UHVLGHQWLDO UHQWDO XQLWV DUH H[WUHPHO\ FRVWO\ DQG WKDW LQFUHDVHV
LQ VXSSO\ DUH KLJKO\ FRQVWUDLQHG� D IDFW WKDW PD\ VKLIW WKHLU IRFXV
WR ORZHU�UHQW FLWLHV� 7KLV� LQ WXUQ� PD\ VORZ IXUWKHU SULFH
LQFUHDVHV LQ WKHVH DOUHDG\ SRSXODU FLWLHV� 5HQWV PD\ LQFUHDVH
VWHDGLO\� EXW EDUULQJ RXWVLGH VKRFNV� WKH\ DUH XQOLNHO\ WR MXPS
XS ZLWKRXW ZDUQLQJ� 7KH YHU\ LQHODVWLFLW\ RI WKH SURGXFW PD\
VHUYH WR LQKLELW GHPDQG DQG PRGHUDWH YRODWLOLW\�

&� 3XEOLF 9HUVXV 3ULYDWH *RRGV DQG 6HUYLFHV

6RPH JRRGV DQG VHUYLFHV DUH SURYLGHG H[FOXVLYHO\ RU
SULPDULO\ E\ WKH SXEOLF VHFWRU� ,Q VRPH FDVHV� WKHUH LV QR UHDOLVWLF
DOWHUQDWLYH� DV ZLWK WKH FDVH RI FRPSUHKHQVLYH QDWLRQDO GHIHQVH�
WKH LQWHUVWDWH KLJKZD\ V\VWHP DQG WKH LQIUDVWUXFWXUH IRU UDLOZD\�
VKLSSLQJ� DQG DLU WUDYHO� ,Q RWKHU FDVHV� WKHUH DUH HFRQRPLHV RI
VFDOH WR FROOHFWLYH SURYLVLRQ RI FHUWDLQ VHUYLFHV� ,W PLJKW EH
SRVVLEOH IRU HDFK XVHU WR JHQHUDWH D SHUVRQDO VXSSO\ RI HOHFWULFLW\
DQG ZDWHU� EXW JRYHUQPHQW HQWLWLHV �RU KHDYLO\ UHJXODWHG SULYDWH
RU TXDVL�SULYDWH XWLOLWLHV� FDQ SURYLGH SOHQWLIXO� UHOLDEOH� DQG OHVV
FRVWO\ VHUYLFH�

7KH JRYHUQPHQW PD\ PDQGDWH SDUWLFLSDWLRQ LQ D QDWLRQDO
V\VWHP WR DYRLG IUHH�ULGHU SUREOHPV� 6RFLDO 6HFXULW\� KHDOWK FDUH�
SRYHUW\�UHGXFWLRQ SURJUDPV� WUDQVSRUWDWLRQ� DQG QDWLRQDO GHIHQVH
DOO IDOO LQWR WKLV FDWHJRU\ WR VRPH GHJUHH���� ,Q RWKHU VHWWLQJV� VXFK
DV HGXFDWLRQ DQG WKH QDWLRQDO SDUN V\VWHP� WKH FRPPRGLW\ LV D

��� 6HH� H�J�� -LP 7XUQHU� )ORULGD +XUULFDQH 'DPDJH 7RSV ���� %LOOLRQ� 25/$1'2
6(17,1(/ �'HF� ��� ������ KWWS���ZZZ�RUODQGRVHQWLQHO�FRP�ZHDWKHU�KXUULFDQH�RV�KXUULFDQH�
GDPDJH����������VWRU\�KWPO >KWWSV���SHUPD�FF�)��'�8.�=@ �GHWDLOLQJ )ORULGD GDPDJH ILJXUHV
IRU KXUULFDQHV GXULQJ RQH VHDVRQ��

��� 6HH 3261(5� VXSUD QRWH ���� DW ��� �´:KHQHYHU WKHUH DUH IUHH�ULGHU SUREOHPV
WKHUH LV DQ HFRQRPLF DUJXPHQW IRU JRYHUQPHQW LQWHUYHQWLRQ � � � �µ��
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ZRUWK\ EXW PRQH\�ORVLQJ SURSRVLWLRQ� DQG WKH JRYHUQPHQW
VXEVLGL]HV WKH SURYLVLRQ RI WKH JRRG IRU WKH JHQHUDO SXEOLF ZHOIDUH�

0DQ\ SHRSOH YLHZ W\SHV RI JRRGV DQG VHUYLFHV DV D SXEOLF
WUXVW� LQ ZKLFK WKH JRYHUQPHQW SURYLGHV WKH JRRG RU SHUIRUPV
WKH VHUYLFH DV D WUXVWHH RQ EHKDOI RI DOO FLWL]HQV���� (GXFDWLQJ
FKLOGUHQ DQG SURWHFWLQJ XQLTXH SODFHV DUH YLHZHG DV LPSRUWDQW
IXQFWLRQV WKDW VKRXOG QRW EH HQWUXVWHG HQWLUHO\ WR SULYDWH
HQWLWLHV� 7KH JRYHUQPHQW VHUYHV LQ D ILGXFLDU\ FDSDFLW\ ZKHQ LW
VXSSOLHV WKHVH FRPPRGLWLHV�

0RVW JRRGV DQG VHUYLFHV LQ WKH 8QLWHG 6WDWHV� KRZHYHU� DUH
SURYLGHG E\ SULYDWH HQWLWLHV� )RU LQVWDQFH� PRVW HQWHUWDLQPHQW
YHQXHV³QDWLRQDO SDUNV DVLGH³DUH SULYDWHO\ RZQHG DQG FRQWUROOHG�
7KHUH LV OLNHO\ WR EH RQO\ PLQLPDO EDFNODVK LI 'LVQH\� D IRU�SURILW
EXVLQHVVZLWK OHJDO GXWLHV WR LWV VKDUHKROGHUV� UDLVHV DGPLVVLRQV IHHV�
,I WKH1DWLRQDO 3DUN 6HUYLFH ZHUH WR GR WKH VDPH DW SRSXODU QDWLRQDO
SDUNV� KRZHYHU� LW PLJKW EH SHUFHLYHG DV LQDSSURSULDWH JRYHUQPHQW
SURILWHHULQJ DW WKH H[SHQVH RI LWV RZQ FLWL]HQV����

%HFDXVH IDFLOLWLHV VXFK DV QDWLRQDO SDUNV DUH YLHZHG DV D
SXEOLF WUXVW� WKHUH LV D VKDUHG VHQVH WKDW WKH\ VKRXOG EH HTXDOO\
DYDLODEOH WR DOO� :KHQ DFFHVV WR QDWLRQDO SDUNV PXVW EH OLPLWHG� LW
LV RIWHQ GLVWULEXWHG E\ ORWWHU\ UDWKHU WKDQ RQ WKH EDVLV RI SULFH�
)RU H[DPSOH� URRPV DW KLJK�GHPDQG KRWHOV LQ VRPH SDUNV EHFRPH
DYDLODEOH RQ GHVLJQDWHG GDWHV DQG DUH GLVWULEXWHG DW PRGHUDWH
SULFHV WR WKRVH ZKR DUH IRUWXQDWH HQRXJK WR REWDLQ DFFHVV E\
SKRQH RU LQWHUQHW���� 7KH DOWHUQDWLYH PRGHO RI UDLVLQJ WKH SULFH WR
WKH HTXLOLEULXP SRLQW ZRXOG OLNHO\ OHDG WR LQWHQVH SXEOLF FULWLFLVP�
:KHUH DSSURSULDWH� D SXEOLF JRRG RU VHUYLFH LV VLPSO\ PDGH
DYDLODEOH WR DOO RQ DQ HTXDO EDVLV� DV ZLWK QDWLRQDO GHIHQVH� WKH
LQWHUVWDWH KLJKZD\ V\VWHP� DQG SXEOLF XWLOLW\ VHUYLFH�

1RQH RI WKH VR�FDOOHG SXEOLF FDWHJRULHV DUH SXUHO\ SXEOLF�
DQG WKH GLVWLQFWLRQ EHWZHHQ SXEOLF DQG SULYDWH KDV EHFRPH PRUH
IOXLG LQ UHFHQW GHFDGHV� &RPPRGLWLHV IRUPHUO\ FRQVLGHUHG SXEOLF
RU PRVWO\ SXEOLF� VXFK DV HGXFDWLRQ� SULVRQ V\VWHPV� DQG SRVWDO
VHUYLFH� KDYH EHHQ SULYDWL]HG WR D PXFK JUHDWHU GHJUHH WKDQ

��� 6HH� H�J�� -RVHSK /� 6D[� 7KH 3XEOLF 7UXVW 'RFWULQH LQ 1DWXUDO 5HVRXUFH /DZ�
(IIHFWLYH -XGLFLDO ,QWHUYHQWLRQ� �� 0,&+� /� 5(9� ���� ���²��� ��� ������ �´>7@KH IXQFWLRQ
ZKLFK WKH FRXUWV PXVW SHUIRUP � � � LV WR SURPRWH HTXDOLW\ RI SROLWLFDO SRZHU IRU D
GLVRUJDQL]HG DQG GLIIXVH PDMRULW\ E\ UHPDQGLQJ DSSURSULDWH FDVHV WR WKH OHJLVODWXUH DIWHU
SXEOLF RSLQLRQ KDV EHHQ DURXVHG�µ��

��� 6HH 3pUH]� VXSUD QRWH �� DW ���²�� �GLVFXVVLQJ HDUO\ FDVHV FKDOOHQJLQJ WKH
YDOLGLW\ RI FKDUJLQJ IRU SDUNLQJ RQ SXEOLF URDGZD\V��

��� 6HH� H�J�� 3KDQWRP 5DQFK /RWWHU\ 6XEPLVVLRQ� *5$1' &$1<21 1$7·/ 3$5.
/2'*(6� KWWSV���VHFXUH�JUDQGFDQ\RQORGJHV�FRP�SKDQWRP�UDQFK�ORWWHU\"BJD ����������
�������������������������������������������� >KWWSV���SHUPD�FF�0�8��6)4�@�
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SUHYLRXVO\���� &KLFDJR KDV OHDVHG LWV RQ�VWUHHW SDUNLQJ PHWHUV WR
D SULYDWH HQWLW\���� 3ULYDWH FRPPXQLWLHV WRGD\ IXUQLVK PDQ\ RI
WKH VHUYLFHV WKDW KDYH WUDGLWLRQDOO\ EHHQ FRQVLGHUHG SXEOLF�
LQFOXGLQJ URDGZD\V� UHFUHDWLRQDO IDFLOLWLHV� DQG VHFXULW\���� 6RPH
RI WKH ORGJLQJ DQG GLQLQJ RSWLRQV LQ QDWLRQDO SDUNV DUH
RXWVRXUFHG���� %XW WKHUH LV SUREDEO\ FRQVLGHUDEOH FRQVHQVXV
DPRQJ WKH FLWL]HQU\ DV WR ZKDW JRRGV DQG VHUYLFHV DUH FRQVLGHUHG
SXEOLF DQG VKRXOG EH DYDLODEOH WR DOO�

2QFH DJDLQ� WKHUH DUH K\EULGV� ZKLFK PHDQV WKDW WKH
GLVWLQFWLRQ EHWZHHQ SXEOLF DQG SULYDWH� DV ZLWK WKH WZR RWKHU
FDWHJRULHV MXVW GLVFXVVHG� LV PRUH RI D FRQWLQXXP� 0DQ\ XWLOLWLHV�
DQG PRVW FDEOH WHOHYLVLRQ DQG LQWHUQHW SURYLGHUV� DUH SULYDWHO\
RZQHG EXW UHJXODWHG LQ ZD\V WKDW DUH VRPHZKDW VLPLODU WR SXEOLF
HQWLWLHV� &RPPRQ FDUULHUV VXFK DV DLUOLQHV DUH SULYDWHO\ RZQHG
EXW KHDYLO\ UHJXODWHG� 6RFLDO PHGLD SODWIRUPV DOVR DUH SULYDWHO\
RZQHG EXW OLNHO\ WR EH UHJXODWHG PRUH OLNH SXEOLF XWLOLWLHV LQ WKH
IXWXUH� 6RPH RI WKHVH UHJXODWHG FRPPRGLWLHV DUH QHFHVVLWLHV� RU
QHDUO\ VR� $QG WKH\ DUH RIWHQ LQGXVWULHV LQ ZKLFK HFRQRPLHV RI
VFDOH RU ILUVW�PRYHU DGYDQWDJHV OLPLW WKH DPRXQW RI FRPSHWLWLRQ
WKDW LV IHDVLEOH� )LUVW�PRYHUV DOVR EHQHILW IURP WKH VXEVHTXHQW
DGRSWLRQ³RIWHQ DW WKHLU RZQ XUJLQJ³RI UHJXODWRU\ UHVWULFWLRQV
WKDW GLG QRW LPSHGH WKHP���� ´7KH ¶VWDUW�XS· PD\ QRW JHQHUDOO\
ZDQW UHJXODWLRQ QRZ� EXW \RX EHWWHU EHOLHYH WKDW LW·OO PDNH WKH
PRVW RI LW RQFH LW LV WKHUH�µ���

'� &RQWUDVWLQJ DQG +DUPRQL]LQJ 7KHVH 7KUHH 0DWULFHV

7KH SUHYLRXV WKUHH 6HFWLRQV KDYH FRQWUDVWHG QHFHVVLWLHV
ZLWK OX[XULHV� HODVWLF JRRGV ZLWK LQHODVWLF JRRGV� DQG SXEOLF
JRRGV ZLWK SULYDWH JRRGV� QRWLQJ DOO WKH ZKLOH WKDW WKHVH WKUHH

��� 6HH� H�J�� /DXUD ,� $SSOHPDQ�&DVKLQJ LQ RQ &RQYLFWV� 3ULYDWL]DWLRQ� 3XQLVKPHQW�
DQG WKH 3HRSOH� ���� 87$+ /� 5(9� ���� ���²�� �VXPPDUL]LQJ WKH SRWHQWLDO ILQDQFLDO JDLQV
IRU SULYDWH FRUUHFWLRQV FRPSDQLHV��

��� $QGUHZ 6WHUQ� &KLFDJR /HDVHV 3DUNLQJ 0HWHUV IRU ����� %LOOLRQ� 5(87(56
�'HF� �� ������ KWWSV���ZZZ�UHXWHUV�FRP�DUWLFOH�FKLFDJR�SDUNLQJPHWHUV�FKLFDJR�OHDVHV�SD
UNLQJ�PHWHUV�IRU������ELOOLRQ�LG861���������������� >KWWSV���SHUPD�FF�*+����%51@
�GHVFULELQJ D ILUVW�RI�LWV�NLQG GHDO IRU WKH OHDVLQJ RI PRUH WKDQ ������ SDUNLQJ VSDFHV��

��� 52%(57 &� (//,&.621 (7 $/�� /$1' 86( &21752/6� &$6(6 $1' 0$7(5,$/6
���²�� ��WK HG� ����� �GLVFXVVLQJ WKH IXQFWLRQV RI UHVLGHQWLDO FRPPXQLW\ DVVRFLDWLRQV��

��� 6HH� H�J�� 5HHG (QJOH� 3DUN &RQFHVVLRQV� +LVWRULF 3ULYDWL]DWLRQ� 1$7·/ 3$5.
6(59�� 6+(1$1'2$+ 1$7·/ 3$5.� KWWSV���ZZZ�QSV�JRY�DUWLFOHV�SDUN�FRQFHVVLRQV�KLVWRULF�
SULYDWL]DWLRQ�KWP >KWWSV���SHUPD�FF�8$$��;�'%@@ �´7RGD\ ZH UHDG D JUHDW GHDO DERXW WKH
RXWVRXUFLQJ DQG SULYDWL]DWLRQ RI JRYHUQPHQWDO WDVNV� %XW IRU RYHU ��� \HDUV WKH 1DWLRQDO
3DUN 6HUYLFH KDV ZRUNHG FORVHO\ ZLWK SULYDWH SDUWQHUV WR SURYLGH IRU YLVLWRUV· QHHGV�µ��

��� 6HH� H�J�� /REHO� VXSUD QRWH ��� DW ��� �´>7@KH PRVW VXFFHVVIXO XQLFRUQ VWDUW�
XSV TXLFNO\ EHFRPH LQFXPEHQWV� DQG RQH ZD\ WR SUHYHQW FRPSHWLWLRQ LV WR DFFHSW FHUWDLQ
UHJXODWRU\ UHTXLUHPHQWV WKDW ZLOO SURYH PRUH EXUGHQVRPH WR QHZFRPHUV�µ��

��� ,O\D 6KDSLUR 	 'DYLG 0F'RQDOG� 5HJXODWLRQ 8EHU $OOHV� +RZ *RYHUQPHQWV
+XUW :RUNHUV DQG &RQVXPHUV LQ WKH 1HZ 1HZ (FRQRP\� ���� 8� &+,� /(*$/ )� ���� ����
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SDLUV RI SRODU H[WUHPHV DUH DFWXDOO\ SRLQWV DW RSSRVLQJ HQGV RI
DQ XQLQWHUUXSWHG VSHFWUXP���� ,Q VRPH FDVHV� LW FDQ EH GLIILFXOW
WR GHWHUPLQH ZKHUH D FRPPRGLW\ IDOOV DORQJ D JLYHQ VSHFWUXP�
DQG JRRGV DQG VHUYLFHV FDQ VKLIW RYHU WLPH� DV GR WKH PDWULFHV
WKHPVHOYHV� ,Q DGGLWLRQ� WKHVH WKUHH PDWULFHV DUH VRPHZKDW
LQGHSHQGHQW RI HDFK RWKHU� DQG WKH ORFDWLRQ RI D JRRG RU VHUYLFH
RQ RQH PDWUL[ GRHV QRW QHFHVVDULO\ SUHGLFW ZKHUH LW ZLOO IDOO RQ
WKH RWKHUV� 6RPH SXEOLF JRRGV DUH QHFHVVLWLHV� EXW RWKHUV DUH QRW�
6RPH SXEOLF JRRGV DUH KLJKO\ LQHODVWLF� ZKLOH RWKHUV DUH PRUH
HODVWLF� 7KXV� ZKHQ H[DPLQLQJ DQ\ VSHFLILF JRRG RU VHUYLFH� LW LV
LPSRUWDQW WR GHWHUPLQH ZKHUH LW IDOOV RQ HDFK RI WKH WKUHH
PDWULFHV LQGHSHQGHQWO\�

7KHVH WKUHH TXHULHV DUH QRWKLQJ PRUH WKDQ LQVWUXPHQWV
WKDW KHOS XV H[DPLQH WKH PRUH VLJQLILFDQW TXHVWLRQ RI ZKHWKHU WKH
VKDULQJ HFRQRP\ H[DFHUEDWHV LQHTXDOLW\� 7KH DQVZHU WR WKDW ODUJHU
TXHVWLRQ LQ DQ\ JLYHQ FLUFXPVWDQFH LV OLNHO\ WR EH KLJKO\ QXDQFHG
UDWKHU WKDQ D VLPSOH ´\HVµ RU ´QR�µ ,I DQ HODVWLF OX[XU\ SURYLGHG E\
WKH SULYDWHPDUNHW VXGGHQO\ VKRRWV XS LQ SULFH� ZH SUREDEO\ VKRXOG
QRW EH FRQFHUQHG� 7KH VXSSO\ ZLOO LQFUHDVH TXLFNO\ DQG WHPSRUDU\
VKRUWDJHV ZLOO FDXVH QR KDUP� ,I DQ LQHODVWLF SXEOLF QHFHVVLW\
VXGGHQO\ LV LQ VKRUW VXSSO\� WKRXJK� DV PLJKW KDSSHQ WR RQH EXV\
URDGZD\ ZKLOH WKH RQO\ DOWHUQDWLYH URXWH LV XQGHU UHSDLU� WKHQ
G\QDPLFDOO\ SULFHG WROOV RQ WKH VXUYLYLQJ URDG DUH PRUH ZRUULVRPH�
0DQ\ SHRSOH KDYH QR FKRLFH EXW WR XVH WKH SXEOLF WKRURXJKIDUH�
WKHUH LV QR DOWHUQDWLYH RQ WKH KRUL]RQ� DQG VXUJH SULFLQJ ZLOO
LQFUHDVH WKH XQDIIRUGDELOLW\ RI WKH URDG�

7KHUH DUH VRPH VHWWLQJV LQ ZKLFK WKH SODWIRUP HFRQRP\ DQG
LWV UHJXODU XVH RI VXUJH SULFLQJ PD\ LQFUHDVH LQHTXDOLW\ LQ D ZD\
WKDW KDV ORQJ EHHQ WROHUDWHG DQG YLHZHG DV XQREMHFWLRQDEOH� 0DQ\
JRRGV UDQJH LQ TXDOLW\ IURP ODYLVK WR VLPSO\ VHUYLFHDEOH� DQG WKH
IDFW WKDW VRPH SHRSOH HQMR\ OX[XU\ FDUV ZKLOH RWKHUV VFUDSH E\ ZLWK
HQWU\�OHYHO YHKLFOHV LV QRW SDUWLFXODUO\ WURXEOHVRPH� ZKHWKHU WKH\
DUH RZQHG RU VKDUHG� ,Q RWKHU FDVHV� WKH IDFW WKDW D FRPPRGLW\ FDQ
EH VOLFHG XS LQWR VPDOOHU XQLWV DQG VROG UDSLGO\ DW D FRQVWDQWO\
FKDQJLQJ SULFH PD\ SUHVHQW LQHTXDOLW\ FRQFHUQV WKDW ZHUH QRW
HYLGHQW EHIRUH� ,I� IRU H[DPSOH� WKH UDSLG JURZWK RI KRPH�VKDUH
OLVWLQJV FDXVHV WKH XUEDQ KRXVLQJ VXSSO\ WR VKULQN DQG IHZHU
SHRSOH FDQ DIIRUG HYHQ WKH PRVW PLQLPDO SHUPDQHQW
DFFRPPRGDWLRQV� WKHQ WKH JURZWK RI WKH VKDULQJ HFRQRP\ LV PRUH
ZRUULVRPH DQG PD\ PHULW D SXEOLF RU SULYDWH UHVSRQVH����

6LPLODUO\� LI DFWLYLWLHV WKDW DUH WD[HG ORFDOO\� VXFK DV KRWHO
VWD\V� DUH VXSSODQWHG E\ DFWLYLWLHV WKDW PD\ HVFDSH WD[DWLRQ�

��� 6HH VXSUD 6HFWLRQV ,,�$²&�
��� 6HH VXSUD QRWHV ��²�� DQG DFFRPSDQ\LQJ WH[W�
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VXFK DV 95%2 VWD\V� JRYHUQPHQWV ZLOO KDYH OHVV WD[ PRQH\
DYDLODEOH WR SURYLGH SXEOLF VHUYLFHV� 7KH PDQ\ EHQHILFLDULHV RI
WKHVH EURDG�EDVHG JRYHUQPHQW VHUYLFHV VXIIHU VR WKDW D VPDOOHU
QXPEHU RI 95%2 SDWURQV FDQ HQMR\ OHVV FRVWO\ DFFRPPRGDWLRQV�
,Q WKH FDVH RI KRPH VWD\V� WKLV ORVV RI D WUDQVIHU SD\PHQW IURP
PRUH DIIOXHQW FRQVXPHUV WR WKHLU OHVV SURVSHURXV QHLJKERUV LV
SDUWLFXODUO\ SHUQLFLRXV� +RWHO WD[HV DUH LPSRVHG RQ WUDQVLHQW
YLVLWRUV WR FKDUJH WKHP IRU SXEOLF EHQHILWV WKH\ RWKHUZLVH HQMR\
IRU IUHH RU EHORZ FRVW����

$V WKH VKDULQJ HFRQRP\ H[SDQGV� FRPPRGLWLHV WKDW DUH
QHFHVVLWLHV� LQHODVWLF� RU SXEOLF� RU VRPH FRPELQDWLRQ RI WKH WKUHH�
UDLVH WKH JUHDWHVW FRQFHUQV� $V QRWHG DERYH� WKH PDUNHW PXVW
SURYLGH VXIILFLHQW QHFHVVLWLHV� LW WDNHV ORQJHU WR H[SDQG WKH VXSSO\
RI LQHODVWLF FRPPRGLWLHV� DQG SXEOLF JRRGV DQG VHUYLFHV VKRXOG EH
DYDLODEOH WR DOO ZKR GHVLUH WKHP RQ WHUPV WKDW DUH JHQHUDOO\
HTXLWDEOH� 7KH VKDULQJ HFRQRP\ PDNHV PRUH FRPPRGLWLHV PRUH
UHDGLO\ DYDLODEOH WR PRUH FRPHUV� ZKLFK VRPHWLPHV LQFUHDVHV
VFDUFLW\� SULFH� DQG WKH VSHHG DW ZKLFK ERWK DULVH� '\QDPLF SULFLQJ
WKXV PD\ SULFH VRPH ZRXOG�EH SXUFKDVHUV RXW RI WKH PDUNHW MXVW
ZKHQ WKH\ QHHG D SURGXFW WKH PRVW�

)LQDOO\� WKLV HQWLUH GLVFXVVLRQ VR IDU KDV DVVXPHG WKDW DOO
FLWL]HQV DUH DEOH WR SDUWLFLSDWH LQ WKHVH PRGHUQ HOHFWURQLF PDUNHWV�
%XW VRPH SHRSOH FDQQRW DIIRUG D VPDUWSKRQH RU DFFHVV WR
EURDGEDQG LQWHUQHW� DQG VRPH RI WKRVH ZKR FDQPD\ QRW TXDOLI\ IRU
WKH FUHGLW FDUG WKH\ QHHG WR SXUFKDVH JRRGV DQG VHUYLFHV RQOLQH����
7KHVH DUH WKH VDPH FLWL]HQVZKR DUH OHDVW OLNHO\ WR EH HDUO\ DGRSWHUV
RI QHZ WHFKQRORJ\� VXJJHVWLQJ WKDW WKH\ ZLOO FRQWLQXH WR IDOO IXUWKHU
EHKLQG� $Q\ GLVFXVVLRQ RI WKH EHQHILWV DQG GUDZEDFNV RI UHFHQW
FKDQJHV PXVW DGGUHVV WKH ZD\V LQ ZKLFK QRQ�SDUWLFLSDQWV LQ
PRGHUQ PDUNHWV FDQ EH LQFOXGHG ZLWKRXW EHFRPLQJ IXUWKHU
GLVDGYDQWDJHG� ,I WKH VKDULQJ HFRQRP\ LV LQFUHDVLQJ LQHTXDOLW\�
WKHVH DUH WKH SHRSOH OLNHO\ WR ODJ WKH PRVW����

��� 7KHUH LV VRPH HYLGHQFH WKDW WKH RYHUDOO WRXULVP VHFWRU VHHPV WR EH JURZLQJ DQG
WKDW KRPH VKDUHV DUH QRW VLPSO\ UHSODFLQJ KRWHO VWD\V� 6HH� H�J�� $581 681'$5$5$-$1� 7+(
6+$5,1* (&2120<� 7+( (1' 2) (03/2<0(17 $1' 7+( 5,6( 2) &52:'�%$6(' &$3,7$/,60
���²�� ������ �QRWLQJ WKDW WKH HYLGHQFH LV PL[HG EXW WKDW VKRUW�WHUP UHQWDO XQLWV DUH RIWHQ
ORFDWHG LQ QHLJKERUKRRGV ZLWK IHZ KRWHO URRPV� VXFK DV WKH RXWHU ERURXJKV RI 1HZ<RUN &LW\��
/REHO� VXSUD QRWH ��� DW ���²�� �GHVFULELQJ KRZ WKH JURZWK RI $LUEQEPD\ KDYH H[SDQGHG WKH
RYHUDOO WRXULVP LQGXVWU\�� ,I WKLV LV WUXH� WKHQ ORFDO JRYHUQPHQWV DUH QRW ORVLQJ H[LVWLQJ
IXQGLQJ EXW DUH IDLOLQJ WR EHQHILW IURP H[SDQVLRQV�

��� 6HH*LQLD %HOODIDQWH�+RZ WKH&DVKOHVV (FRQRP\6KXWV 2XW WKH 3RRU� 1�<�7,0(6
�'HF� �� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������Q\UHJLRQ�KRZ�WKH�FDVKOHVV�HFRQRP\�VKX
WV�RXW�WKH�SRRU�KWPO"DFWLRQ FOLFN	PRGXOH 1HZV	SJW\SH +RPHSDJH >KWWSV���SHUPD�FF�:�-
��0�+*@�

��� 6HH 6FKRU� VXSUD QRWH ��� DW ��� �´>3@ODWIRUP DFWLYLW\ LV OLNHO\ H[DFHUEDWLQJ
LQHTXDOLW\ ZLWKLQ WKH >ERWWRP@ ��� >RI WKH SRSXODWLRQ@� VKLIWLQJ PRUH LQFRPH DQG
RSSRUWXQLW\ WR EHWWHU�RII KRXVHKROGV DQG SURYLGHUV�µ�� LG� DW ��� �QRWLQJ WKDW HDUQLQJ PRQH\
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7KLV 3DUW ZLOO DWWHPSW WR SUHGLFW KRZ WKH VKDULQJ HFRQRP\
PLJKW DIIHFW HFRQRPLF LQHTXDOLW\ LQ WKH VKRUW�UXQ DQG LQ WKH ORQJ�
UXQ� 3UHGLFWLRQV DUH KD]DUGRXV� SDUWLFXODUO\ LQ DQ DUHD LQ ZKLFK
WHFKQRORJLFDO EUHDNWKURXJKV FDQ FDXVH XQIRUHVHHDEOH RXWFRPHV�
DQG HYHQ WKH VKDULQJ HFRQRP\ LWVHOI ZDV LQFRQFHLYDEOH MXVW D IHZ
\HDUV DJR� 1RQHWKHOHVV� WKLV 3DUW ZLOO DWWHPSW WR LOOXVWUDWH VRPH
RI WKH OLNHO\ RXWFRPHV WKDW IXWXUH H[SDQVLRQ RI WKH VKDULQJ
HFRQRP\ DQG LQFUHDVHG XVH RI G\QDPLF SULFLQJ IRU JRRGV DQG
VHUYLFHV PLJKW EULQJ DERXW�

$� 6KRUW�5XQ (IIHFWV

,I GHPDQG IRU D FRPPRGLW\ GURSV RU VXSSO\ LQFUHDVHV� WKH
HTXLOLEULXP SULFH ZLOO GURS DFFRUGLQJO\ LQ WKH VKRUW UXQ� 7KLV KDV
DOZD\V EHHQ WUXH� EXW WKH JURZWK RI WKH SODWIRUP HFRQRP\ DQG
WKH LQFUHDVHG XVH RI G\QDPLF SULFLQJ SHUPLW PRUH DFFXUDWH UHDO�
WLPH YDOXDWLRQ DQG DOORZ FRQVXPHUV LQVWDQW DFFHVV WR WKH
NQRZOHGJH WKDW SULFHV DUH ORZHU� /HVV DIIOXHQW SHRSOH ZLOO QRZ
KDYH DFFHVV WR FRPPRGLWLHV WKH\ GLG QRW SUHYLRXVO\ UHFRJQL]H IHOO
ZLWKLQ WKHLU SULFH UDQJH� 7KH FRPPRGLW\ PD\ EH DYDLODEOH LQ ODVW
\HDU·V PRGHO� LQ DQ XQSRSXODU FRORU� RU DW DQ RII�SHDN WLPH� EXW
DQ LPSHUIHFW JRRG LV XVXDOO\ EHWWHU WKDQ QR JRRG� DQG LI LW LV QRW�
WKHQ WKH FRQVXPHU ZLOO QRW EX\ LW���� 7KXV� WKHVH SULFH UHGXFWLRQV
VKRXOG LQFUHDVH WKH ZHOO�EHLQJ RI WKRVH ZKR FDQ QRZ REWDLQ LWHPV
WKH\ SUHYLRXVO\ FRXOG QRW�

'LIIHUHQWLDO SULFLQJ RI OHVV GHVLUDEOH QHDU�VXEVWLWXWHV DOVR
RFFXUV LQ RWKHU FRQWH[WV� 5HVWDXUDQWV KDYH ORQJ RIIHUHG HDUO\�
ELUG VSHFLDOV� KDSS\ KRXUV� DQG� IRU WKDW PDWWHU� OXQFK� ,Q HDFK
FDVH� WKH\ DUH WU\LQJ WR PRYH D VHDW DW D YDFDQW WDEOH� ZKLFK LV D
SHULVKDEOH FRPPRGLW\� ,I WKH UHVWDXUDQW ILOOV D WDEOH EHWZHHQ
���� DQG ����� LW HDUQV UHYHQXH WKDW PLJKW RWKHUZLVH KDYH EHHQ
ORVW� 2I FRXUVH� LI WKH HVWDEOLVKPHQW RIIHUV WKLV WDEOH DW WRR ORZ D
SULFH� D SHDN�WLPH GLQHU PD\ RSW IRU WKH OHVV FRVWO\ HDUO\ PHDO�

WKURXJK WKHVH SODWIRUPV RIWHQ UHTXLUHV WKDW WKH SURYLGHU DOUHDG\ SRVVHVV D YDOXDEOH DVVHW
VXFK DV D QLFH KRPH RU FDU��

��� 7KLV W\SH RI SULFH GURS KDV DOZD\V H[LVWHG� DV SDWURQV RI WKH QRZ�GHIXQFW
)LOHQH·V %DVHPHQW FDQ DWWHVW� )LOHQH·V %DVHPHQW QRW RQO\ RIIHUHG RGG VW\OHV DQG VL]HV DW
GLVFRXQWHG SULFHV� LW DOVR OHW WKH FRQVXPHU NQRZ WKH GDWHV RQ ZKLFK IXWXUH SULFH GURSV
ZRXOG RFFXU� WKHUHE\ DOORZLQJ WKH VKRSSHU WR GHFLGH ZKHWKHU WR SD\ WKH FXUUHQW UHGXFHG
SULFH RU ZDLW IRU WKH SULFH WR GURS VWLOO IXUWKHU� DW WKH ULVN WKDW VRPHRQH HOVH PLJKW VQDS
LW XS LQ WKH LQWHULP� 6HH0DUWKD :HLQPDQ /HDU� 5HPHPEHULQJ WKH )HYHU� DQG )XQ� RI WKH
%DVHPHQW� 1�<� 7,0(6 �-DQ� �� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������IDVKLRQ�IDUHZ
HOO�WR�ILOHQHV�EDVHPHQW�KWPO >KWWSV���SHUPD�FF�)�$7����(@�
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WKHUHE\ FRVWLQJ WKH UHVWDXUDQW WKH GLIIHUHQFH LQ UHYHQXH LI LW
FDQQRW ILOO WKH QRZ�DYDLODEOH SHDN�WLPH WDEOH� 5HVWDXUDQWV PXVW
JXHVV H[DFWO\ ZKDW SULFH ZLOO ILOO OHVV GHVLUDEOH VHDWV ZLWK QHZ
FXVWRPHUV UDWKHU WKDQ EDUJDLQ�KXQWLQJ FXUUHQW SDWURQV����

1HZ DOJRULWKPV DQG ZLGHVSUHDG XVH RI VPDUWSKRQHV
SHUPLW D IDU JUHDWHU DUUD\ RI JRRGV DQG VHUYLFHV WR EH SULFHG
GLIIHUHQWLDOO\� 7KH KLJK�HQG &KLFDJR UHVWDXUDQW $OLQHD SUHVHOOV
DOO RI LWV GLQQHU VHDWV RQOLQH� ZLWK GLIIHUHQWLDO SULFLQJ IRU GLIIHUHQW
GD\V RI WKH ZHHN� WLPHV RI WKH HYHQLQJ� DQG QXPEHU RI FRXUVHV����
(YHQ WKH FKHDSHVW PHDO DW $OLQHD FDQ KDUGO\ EH GHVFULEHG DV D
EDUJDLQ� EXW D WHQ�FRXUVH PHDO ODWH RQ D :HGQHVGD\ SULFHG DW
���� LV D OHVV FRVWO\ VXEVWLWXWH IRU DQ HLJKWHHQ�FRXUVH IHDVW DW ����
RQ D 6DWXUGD\ SULFHG DW ��������

7KH JURZWK RI WKH VKDULQJ HFRQRP\ WKXV LQFUHDVHV WKH
VSHHG DW ZKLFK OHVV GHVLUDEOH JRRGV EHFRPH PRUH UHDGLO\
REWDLQDEOH E\ SHRSOH RI OLPLWHG PHDQV� EXW DOVR LQFUHDVHV WKH
VSHHG DW ZKLFK PRUH SUHFLRXV JRRGV EHFRPH DYDLODEOH RQO\ WR
WKRVH RI JUHDWHU DIIOXHQFH� -XVW ZKHQ D SURGXFW EHFRPHV PRUH
GHVLUDEOH RU OHVV DYDLODEOH� SRRUHU SHRSOH ZLOO EHFRPH XQDEOH WR
DIIRUG LW� 3HRSOH RI OLPLWHG PHDQV ZLOO EH EHWWHU DEOH WR DFTXLUH D
JUHDWHU DEXQGDQFH RI OHVV GHVLUDEOH JRRGV DQG VHUYLFHV EXW OHVV
DEOH WR SURFXUH PRUH GHVLUDEOH FRPPRGLWLHV� :KDW XVHG WR EH D
IHDWXUH RI D KDQGIXO RI SURGXFWV VXFK DV DLUOLQH WLFNHWV LV UDSLGO\
EHFRPLQJ DQ DWWULEXWH RI DOO DVSHFWV RI RXU PDUNHW HFRQRP\�

7KH H[SDQGHG UHDFK RI WKH VKDULQJ HFRQRP\ WKXV PHDQV
WKDW SULFHV ZLOO EHFRPH PRUH YRODWLOH� 0DQ\ SHRSOH KDYH
H[SHULHQFHG WKH IUXVWUDWLRQ RI KDYLQJ DQ DLUOLQH VHDW GLVDSSHDU
EHFDXVH WKH DLUOLQH·V SULFLQJ DOJRULWKP UDLVHV WKH SULFH EHIRUH WKH
EX\HU FOLFNV ´3XUFKDVH�µ %HFDXVH G\QDPLF SULFHV PRYH LQ UHDO
WLPH� SXUFKDVHUV ZLOO IDFH PRUH VXUSULVHV DQG ZLOO EH OHVV DEOH WR
SODQ SXUFKDVHV LQ DGYDQFH� &RQVXPHUV IRU ZKRP PLQRU SULFH
GLIIHUHQFHV PDWWHU WKH PRVW ORVH WKH DELOLW\ WR SODQ DKHDG�
SDUWLFXODUO\ IRU ODUJHU SXUFKDVHV� 7KHVH DWWULEXWHV RI WKH VKDULQJ

��� 'H IDFWR VXUJH SULFLQJ LV FRPPRQ DW PDQ\ UHVWDXUDQWV RQ SRSXODU QLJKWV
VXFK DV 1HZ <HDU·V (YH DQG 9DOHQWLQH·V 'D\�

5HVWDXUDQWV KDYH ORQJ NQRZQ WKDW FKDUJLQJ D IHH IRU D UHVHUYDWLRQ RIIHQGV
SHRSOH·V VHQVLELOLWLHV³EXW WKDW RQ D ELJ QLJKW OLNH 1HZ <HDU·V (YH \RX FDQ
UHTXLUH HYHU\RQH WR HDW DQ H[SHQVLYH IL[HG�SULFH PHQX ZLWK OREVWHU DQG ILOHW�
'LQHUV ZLOO KDSSLO\ SD\ D VXUJH SULFH ZLWKRXW WKLQNLQJ RI LW DV VXFK�

,UZLQ� VXSUD QRWH ���
��� %RRN D 7DEOH� $/,1($� KWWSV���DOLQHDUHVWDXUDQW�FRP�VLWH�UHVHUYDWLRQV�FRQWDFW�

>KWWSV���SHUPD�FF�:*+��4:8:@� 'LQHUV PXVW SUHSD\ IRU WKHLU PHDO ZKHQ WKH\ ERRN WKHLU
UHVHUYDWLRQ EXW FDQ DGG DOFRKROLF EHYHUDJHV DW WKH WLPH RI WKH PHDO� WKHUHE\ VSUHDGLQJ WKH
SDLQ RI WKH ODUJH FKHFN� ,G�

��� 6HH $OLQHD� 72&.� KWWSV���ZZZ�H[SORUHWRFN�FRP�DOLQHD� >KWWSV���SHUPD�FF�.�
�-��=��@ �FRPSDULQJ SULFLQJ RSWLRQV��
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HFRQRP\� RQFH DJDLQ� DUH RI WKH JUHDWHVW FRQFHUQ ZKHQ WKH
FRPPRGLW\ LQ TXHVWLRQ LV D QHFHVVLW\� LQHODVWLF� RU SXEOLF����

%� /RQJ�5XQ (IIHFWV

,I SUHGLFWLQJ VKRUW�UXQ HIIHFWV LQYROYHV FRQVLGHUDEOH
JXHVVZRUN� WKHQ SUHGLFWLQJ ORQJHU�UXQ HIIHFWV LV HYHQ PRUH
SHULORXV� %XW LI ZH DVVXPH WKDW WKH ODZV RI HFRQRPLFV DQG KXPDQ
EHKDYLRU UHPDLQ VRPHZKDW FRQVWDQW� ZH FDQ PDNH VRPH WHQWDWLYH
IRUHFDVWV� /HVV DIIOXHQW SHRSOH PD\ HQMR\ VRPH ORQJ�UXQ EHQHILWV DV
VKDULQJ EHFRPHV D JUHDWHU SRUWLRQ RI RXU HFRQRP\� 7R WKH H[WHQW
WKH\PD\ KDYH EHHQ SULFHG RXW RI VHFXULQJ FHUWDLQ FRPPRGLWLHV GXH
WR LQDGHTXDWH VXSSOLHV RU VXGGHQ LQFUHDVHV LQ GHPDQG LQ WKH VKRUW�
WHUP� WKH PDUNHW VKRXOG VHOI�FRUUHFW PRUH TXLFNO\ WKDQ EHIRUH� DV
WKH KLJK SULFH WHOHJUDSKV D PHVVDJH WR VXSSOLHUV WR SURGXFH PRUH
JRRGV� $V QHZ VXSSOLHV HQWHU WKH PDUNHW� WKH SULFH ZLOO GURS� 7KHUH
ZLOO EH SULFH YRODWLOLW\ DORQJ WKH ZD\ DQG VHOOHUV ZLOO SULFH�
GLVFULPLQDWH DV PXFK DV WKH\ FDQ� EXW WKH PDUNHW ZLOO FRQWLQXH WR
HVWDEOLVK QHZ DQG FRQVWDQWO\ VKLIWLQJ HTXLOLEULD� DQG PRUH UDSLGO\
WKDQ LQ WKH SDVW� /HVV DIIOXHQW FRQVXPHUV PD\ XOWLPDWHO\ EHQHILW
E\ REWDLQLQJ WKH JRRG� LI PRUH VORZO\�

7KLV HTXLOLEULXP LV DFWXDOO\ EHQHILFLDO WR OHVV DIIOXHQW
SHRSOH LQ WZR ZD\V� )LUVW� DV MXVW QRWHG� DIWHU D SULFH MROW WULJJHUV
DQ LQFUHDVH LQ VXSSO\� WKH FRVW ZLOO GURS EDFN GRZQ� 6HFRQG� WKH
WHPSRUDULO\ HQKDQFHG GHPDQG ZLOO OHDG WR DQ LQFUHDVH LQ MREV
VXSSO\LQJ WKLV FRPPRGLW\���� 6RPHRQH LQ WKH VXSSO\ FKDLQ LV
PHHWLQJ WKLV QHZO\ LQFUHDVHG GHPDQG� DQG WKDW VXSSOLHU PD\ EH
DQ 8EHU GULYHU RU KRPH�VKDUHU ZKR EHQHILWV ILQDQFLDOO\ E\
VXSSO\LQJ D JRRG WKDW WKH PDUNHW KDV VXGGHQO\ UHTXHVWHG DW D
IDYRUDEOH SULFH� 7KHVH ZRUNHUV ZLOO QHHG WR EH QLPEOH� WKRXJK�
DV QHZ LQIRUPDWLRQ FRQWLQXRXVO\ FDXVHV VKLIWV LQ RWKHU VXSSO\
DQG GHPDQG FXUYHV� ,I WKH SULFH RI ULGHV GURSV WRR PXFK� WKDW
8EHU GULYHU PD\ QHHG WR VXSSOHPHQW KHU LQFRPH E\ ILQGLQJ D
GLIIHUHQW GHPDQG WR PHHW�

/HVV DIIOXHQW SHRSOH WKXV EHQHILW IURP G\QDPLF SULFLQJ E\
VXSSO\LQJ FRPPRGLWLHV WKDW DUH QHZO\ VFDUFH� WKHUHE\ LQFUHDVLQJ
WKHLU LQFRPH LQ IOH[LEOH ZD\V� DQG E\ XVLQJ WKLV DXJPHQWHG
LQFRPH WR DIIRUG PRUH JRRGV DQG VHUYLFHV DW IDYRUDEOH SULFHV�
7KH\ HQMR\ WKH IUXLWV RI WKHLU ODERUV WR WKH H[WHQW WKHLU JURZLQJ
EXGJHWV SHUPLW� VXSSOLHUV JDLQ E\ H[SDQGLQJ WKHLU PDUNHWV� DQG
FRPPRGLWLHV WKDW SUHYLRXVO\ PD\ KDYH JRQH WR ZDVWH FDQ EH

��� 6HH VXSUD 3DUW ,,�
��� 3URIHVVRU -XOLHW 6FKRU QRWHV� KRZHYHU� WKDW WKH SODWIRUP HFRQRP\ DOORZV ZKLWH�

FROODU ZRUNHUV WR VXSSOHPHQW WKHLU LQFRPHV E\ HQJDJLQJ LQ EOXH� DQG SLQN�FROODU ZRUN� ZKLFK
PLJKW H[DFHUEDWH H[LVWLQJ LQFRPH LQHTXDOLW\� 6HH 6FKRU� VXSUD QRWH ��� DW ���²���
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HQMR\HG PRUH HIILFLHQWO\���� 7KLV DLGV WKH HFRQRP\ RYHUDOO DQG
PD\ DOVR EH IULHQGOLHU WR WKH HQYLURQPHQW����

7KH H[SDQVLRQ RI RII�SHDN G\QDPLF SULFLQJ PD\ EHQHILW
OHVV ZHDOWK\ FRQVXPHUV LQ RWKHU ZD\V� 8EHU QRZ RIIHUV 8EHU3RRO
IRU EXGJHW�FRQVFLRXV ULGHUV� LQ ZKLFK PXOWLSOH SDVVHQJHUV ZLWK
GLIIHUHQW SLFN�XS DQG GURS�RII ORFDWLRQV VKDUH RQH YHKLFOH IRU
RYHUODSSLQJ ULGHV���� 7KHVH SDVVHQJHUV HQMR\ VORZHU VHUYLFH DW D
ORZHU SULFH� WKH GULYHU EHQHILWV E\ FROOHFWLQJ PRUH LQ WRWDO IDUHV�
DQG IHZHU YHKLFOHV FDQ SURYLGH WUDQVSRUWDWLRQ WR DQ LQFUHDVHG
QXPEHU RI ULGHUV���� 7KH WHFKQRORJ\ WKDW JDYH ELUWK WR WKH VKDULQJ
HFRQRP\ DOORZV DQ DPDOJDPDWLRQ RI OX[XU\� PLGGOH�RI�WKH�URDG�
DQG WKLUG�WLHU VHUYLFHV WR FR�H[LVW DQG DGDSW WR FKDQJLQJ
FRQGLWLRQV IOH[LEO\� ,PSURYHG DOJRULWKPV FDQ SODQ URXWHV PRUH
HIILFLHQWO\ WKDQ KDUULHG WD[L GLVSDWFKHUV� DQG XQGHUVHUYHG
FRPPXQLWLHV HQMR\ LPSURYHG VHUYLFH����

1RW RQO\ GR OHVV DIIOXHQW SHRSOH EHQHILW IURP QHZ RSWLRQV
WKDW SUHYLRXVO\ ZHUH QRQ�H[LVWHQW RU XQDIIRUGDEOH� DQG QRW RQO\ FDQ
WKH\ VHOO PRUH JRRGV DQG VHUYLFHV WR RWKHUV� WKH\ DOVR PD\ EHQHILW
E\ VSHQGLQJ VRPH RI WKHLU QHZ LQFRPH RQ SUHYLRXVO\�RXW�RI�UHDFK
OX[XU\ LWHPV� 7KH PRQWKO\ SD\PHQWV RQ D YHKLFOH PD\ KDYH EHHQ
XQDIIRUGDEOH LQ WKH SDVW� EXW WKHLU LQFUHDVHG LQFRPH IURP WKH
VKDULQJ HFRQRP\� SHUKDSV HDUQHG E\ GULYLQJ SHRSOH DURXQG IRU D

��� 6HH� H�J�� 0LOOHU� VXSUD QRWH ���� DW ��� �´>7@KH VKHHU YROXPH RI $LUEQE
UHQWDOV IDU VXUSDVVHV DQ\ ORVV LQ PDUNHW VKDUH VHHQ E\ KRWHOV�µ��

��� 1RWH� WKRXJK� WKDW WHFKQRORJ\ DOVR DOORZV IRU WKH PRUH HIILFLHQW XVH RI XQGHU�
XWLOL]HG URDGZD\V E\ WKRVHZLWKQDYLJDWLRQ DSSV� WR WKH FRQVWHUQDWLRQ RI SHRSOHZKR OLYH RQ WKRVH
URDGV� 6HH� H�J�� /LVD :� )RGHUDUR� 1DYLJDWLRQ $SSV $UH 7XUQLQJ 4XLHW 1HLJKERUKRRGV LQWR
7UDIILF 1LJKWPDUHV� 1�<�7,0(6 �'HF� ��� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������Q\UHJLRQ�
WUDIILF�DSSV�JSV�QHLJKERUKRRGV�KWPO >KWWSV���SHUPD�FF�8&<��0&�*@�

��� 6HH 8EHU3RRO� 7RJHWKHU :H 6DYH� 8%(5� KWWSV���ZZZ�XEHU�FRP�XV�HQ�ULGH�
XEHUSRRO� >KWWSV���SHUPD�FF�8&<��0&�*@�

��� 3URIHVVRU 1LFROH *DUQHWW KDV H[DPLQHG WKH SUHYDOHQFH RI VLPLODU LQIRUPDO
WUDQVSRUWDWLRQ DUUDQJHPHQWV LQ 1HZ <RUN &LW\·V RXWHU ERURXJKV� 6HH 1LFROH 6WHOOH
*DUQHWW� 7KH 5RDG IURP :HOIDUH WR :RUN� ,QIRUPDO 7UDQVSRUWDWLRQ DQG WKH 8UEDQ 3RRU�
�� +$59� -� 21 /(*,6� ���� ��� ������ �´>'@HVSLWH KDYLQJ VKRUWHU DYHUDJH FRPPXWH
GLVWDQFHV� SRRU PLQRULW\ ZRUNHUV VWLOO VSHQG VLJQLILFDQWO\ PRUH WLPH FRPPXWLQJ WR ZRUN
WKDQ GR PRUH DIIOXHQW ZKLWH ZRUNHUV�µ�� LG� DW ���²��� �GLVFXVVLQJ WKH SUHYDOHQFH RI
LQIRUPDO SULYDWH MLWQH\ VHUYLFHV LQ 1HZ <RUN DQG 0LDPL�� VHH DOVR *UHJRU\ 6FUXJJV�0DVV
0RYHPHQWV� 0L[HG 5HVXOWV� /DWLQ $PHULFDQ &LWLHV /HDG WKH :D\ RQ 8UEDQ 7UDQVLW³%XW
:KR %HQHILWV"� /,1&2/1 ,167� /$1' 32/·<� /$1'/,1(6 �-XO\ ������ KWWSV���ZZZ�OLQFROQL
QVW�HGX�SXEOLFDWLRQV�DUWLFOHV�PDVV�PRYHPHQWV�PL[HG�UHVXOWV >KWWSV���SHUPD�FF��''0�;
.65@ �´>$@ GD\ ODERUHU LQ 5LR GH -DQHLUR·V IDYHODV FDQ FRXQW RQ D VKDUHG YDQ WKDW VHUYHV
KLV QHLJKERUKRRG ZKHQ WKH FLW\·V RIILFLDO EXV V\VWHP GRHV QRW�µ��

��� 6HH -HIIHU\ &�0D\V�8EHU*DLQV &LYLO 5LJKWV $OOLHV $JDLQVW 1HZ<RUN·V 3URSRVHG
)UHH]H� ¶,W·V D 5DFLDO ,VVXH�· 1�<� 7,0(6 �-XO\ ��� ������ KWWSV���ZZZ�Q\WLPHV�FRP����
��������Q\UHJLRQ�XEHU�FDS�FLYLO�ULJKWV�KWPO >KWWSV���SHUPD�FF�(/%��8�$)@ �´8EHU VWDWLVWLFV�
>D VSRNHVPDQ@ VDLG� VKRZ WKDW ULGHUVKLS LQ QHLJKERUKRRGV VXFK DV (DVW1HZ<RUN LQ %URRNO\Q
DQG .LQJVEULGJH LQ WKH %URQ[ KDG PRUH WKDQ GRXEOHG VLQFH WKLV WLPH ODVW \HDU�µ�� 8EHU �����
'RQ·W 6WUDQG 1<&� <2878%( �-XO\ ��� ������ KWWSV���ZZZ�\RXWXEH�FRP�ZDWFK"Y Q+�%��
Y:,Z�	IHDWXUH \RXWX�EH >KWWSV���SHUPD�FF�3�.5�+��1@ �8EHU DGYHUWLVHPHQW RSSRVLQJ
SURSRVHG OLPLWV RQ 8EHU LQ 1HZ <RUN &LW\��
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IHZ KRXUV D ZHHN� PLJKW QRZ DOORZ WKHP WR SXUFKDVH WKDW FDU�
7KHVH FRQVXPHUV ZLOO HQMR\ QHZ WUDQVSRUWDWLRQ RSWLRQV HLWKHU E\
EHLQJ VRPHRQH HOVH·V DXWRPRELOH ODQGORUG IRU D IHZ PLQXWHV RU
VRPHRQH HOVH·V DXWRPRELOH WHQDQW� DQG SHUKDSV ERWK����

$V D UHVXOW� HYHU\ SDUWLFLSDQW LQ WKH PDUNHW ZLOO EH LQ D
SRVLWLRQ WR RZQ RU UHQW D ZLGHU YDULHW\ RI JRRGV DQG VHUYLFHV� QRZ
DYDLODEOH LQ H[DFWO\ WKH VL]H DQG FRQILJXUDWLRQ HDFK SDUW\ QHHGV�
3HRSOH ZLOO HQMR\ JUHDWHU DFFHVV WR WKH SUHFLVH PL[ RI JRRGV DQG
VHUYLFHV WKH\ ZDQW DQG FDQ DFTXLUH WKLV PRUH GLYHUVH SDFNDJH WR
WKH H[WHQW WKHLU EXGJHWV SHUPLW� ,I IXQGV DUH WLJKW� WKH\ VWLOO PD\
EH DEOH WR REWDLQ OHVV IDQF\ PRGHOV RU RII�SHDN VHUYLFHV� ZKLFK LV
XVXDOO\ EHWWHU WKDQ QRW EHLQJ DEOH WR DIIRUG DQ\WKLQJ�

7KH GLVWLQFWLRQ WKDW WKLV 6HFWLRQ GUDZV ZLWK WKH SUHYLRXV
RQH� EHWZHHQ ORQJ�UXQ DQG VKRUW�UXQ HIIHFWV� LV VRPHZKDW LOOXVRU\�
7KH GLIIHUHQFH LV RQH RI WLPLQJ� RI FRXUVH� EXW LW LV DOVR D IHHGEDFN
ORRS RI FDXVH DQG HIIHFW� 2QH HYHQW OHDGV WR DQ LPPHGLDWH
UHVSRQVH� DQG WKDW UHVSRQVH WKHQ FDXVHV D ORQJHU�UXQ FRXQWHU�
UHVSRQVH� 2YHU WLPH� WKH ULSSOHV RQ WKH SRQG JUDGXDOO\ GURS LQ
DPSOLWXGH DQG WKH PDUNHW UHDFKHV LWV QHZ HTXLOLEULXP� XQWLO WKH
QH[W VHW RI FKDQJHV EHJLQV DGYDQFLQJ WKURXJK WKH V\VWHP�

,Q WKH VKDULQJ HFRQRP\� WKLV SURFHVV KDSSHQV TXLFNO\�
,QIRUPDWLRQ LV GLVVHPLQDWHG DOPRVW LQVWDQWDQHRXVO\� &RQVXPHUV
DQG VXSSOLHUV DUH LQ D SRVLWLRQ WR HYDOXDWH QHZ NQRZOHGJH UDSLGO\
DQG WR PDNH HFRQRPLF GHFLVLRQV SURPSWO\� 'HOLYHU\ LV LPPHGLDWH
IRU JRRGV VXFK DV H�ERRNV� DQG QHDUO\ VR IRU RWKHUV� ZLWK $PD]RQ
3ULPH QRZ RIIHULQJ VDPH�GD\ GHOLYHU\ LQ VRPH FLWLHV DQG WHVWLQJ
$PD]RQ 3ULPH $LU IRU GHOLYHU\ E\ GURQH���� 6HFRQG�RUGHU HIIHFWV
EHFRPH DSSDUHQW IDU PRUH UDSLGO\ WKDQ WKH\ XVHG WR�

$OO RI WKLV GLVFXVVLRQ LJQRUHV WKH HIIHFW WKDW VWLOO QHZHU
WHFKQRORJLHV³VRPH RQ WKH GUDZLQJ ERDUG WRGD\� RWKHUV LPSRVVLEOH
WR LPDJLQH³ZLOO KDYH RQ WKH HFRQRP\� 6RPH EXUJHRQLQJ
GHYHORSPHQWV DUH DOUHDG\ EHJLQQLQJ WR KDYH WKHLU LPSDFW� DV ZH DOO
WU\ WR DQWLFLSDWH KRZ GURQHV DQG DXWRQRPRXV YHKLFOHV ZLOO UHVKDSH
RXUZRUOG� 6WLOO RWKHUV VHHP WR FRPH RXW RI WKH EOXH� 7KH ILUVW L3KRQH
ZDV UHOHDVHG RQ -XQH ��� ����� DQ HFRQRPLF FDWDFO\VP ZLWK
HQRUPRXV UHSHUFXVVLRQV WKDW PRVW SHRSOH FRXOG QRW KDYH IRUHVHHQ
EHIRUH WKDW GDWH����

��� (YHQ LI WKLV LQFUHDVH LQ VKDULQJ GRHV QRW SURYLGH DGGLWLRQDO WUDQVSRUWDWLRQ
RSWLRQV³SHUKDSV HDFK ULGHU ZDVPDQDJLQJ WR DIIRUG WKHLU RZQ YHKLFOH� LI ZLWK VRPH GLIILFXOW\³
LW LV FHUWDLQO\PRUH HIILFLHQW� DV RQH FDU FDQ QRZ GR WKH ZRUN WKDW WZR RUPRUH XVHG WR�

��� $PD]RQ 3ULPH $LU� $0$=21� KWWSV���ZZZ�DPD]RQ�FRP�$PD]RQ�3ULPH�$LU�E"
LH 87)�	QRGH ���������� >KWWSV���SHUPD�FF�/�6)��*�/@ �´:H·UH H[FLWHG DERXW 3ULPH
$LU³D GHOLYHU\ V\VWHP IURP $PD]RQ GHVLJQHG WR VDIHO\ JHW SDFNDJHV WR FXVWRPHUV LQ ��
PLQXWHV RU OHVV XVLQJ XQPDQQHG DHULDO YHKLFOHV� DOVR FDOOHG GURQHV�µ��

��� :$/7(5 ,6$$&621� 67(9( -2%6 ��� �������
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7KHUH LV QR UHDVRQ WR DVVXPH WKDW WKH L3KRQH ZDV WKH ODVW
PDMRU LQYHQWLRQ WKDW ZLOO HYHU KDYH WKLV W\SH RI LPSDFW���� ,I
DQ\WKLQJ� ZRUOG�FKDQJLQJ HYHQWV VXFK DV WKLV VHHP WR DULVH PRUH
IUHTXHQWO\ WKDQ EHIRUH���� -XVW DV $OH[DQGHU *UDKDP %HOO FRXOG
QRW KDYH LPDJLQHG VPDUWSKRQHV DQG 7KRPDV (GLVRQ FRXOG QRW
KDYH LPDJLQHG 6SRWLI\� ZKR NQRZV ZKDW 6WHYH -REV GLG QRW
LPDJLQH"��� $QG ZKR NQRZV ZKDW LQQRYDWLRQ LV LQ WKH RIILQJ WKDW
ZLOO PDNH 6WHYH -REV VHHP DV IDU UHPRWH LQ WKH SDVW DV %HOO DQG
(GLVRQ VHHP WRGD\"���

&� 7UDQVLWLRQ ,VVXHV

:H DUH LQ WKH HDUO\ VWDJHV RI WUDQVLWLRQLQJ WR DQ HFRQRP\
WKDW UHOLHV RQ DFFHVV DQG VKDULQJ� DQG PRUH DQG PRUH SHRSOH
KDYH EHFRPH ZLOOLQJ WR OHDVH DVVHWV DQG VHUYLFHV LQ FUHDWLYH
ZD\V���� $ SHUVRQ PD\ EX\ D KRPH ZLWK WKH LGHD RI OHWWLQJ LW RXW
IRU VKRUW SHULRGV RI WLPH RU PD\ EX\ DQ DXWR SODQQLQJ WR
WUDQVSRUW SDVVHQJHUV IRU HYHQ VKRUWHU LQFUHPHQWV���� &RQYHUVHO\�
VRPHRQH ZLWK RQO\ VSRUDGLF QHHGV IRU D KRPH RU DXWR PD\ GHFLGH
WR DFFHVV LW IRU EULHI SHULRGV DV QHHGHG HYHQ WKRXJK WKH\ PLJKW
QHYHU FRQWHPSODWH RXWULJKW RZQHUVKLS���� 7KLV WUHQG DSSHDUV
OLNHO\ WR FRQWLQXH� DV SHRSOH GHYLVH QHZ ZD\V RI GLYY\LQJ XS
DVVHWV LQ ZD\V WKDW PRUH FORVHO\ FRUUHODWH ZLWK WKHLU QHHGV�
GHVLUHV� DQG EXGJHWV� &RPPRGLWLHV ZLOO EH VKDUHG FRRSHUDWLYHO\
DPRQJ PXOWLSOH XVHUV� ZDVWH PD\ EH UHGXFHG� WKH HQYLURQPHQW

��� )LIWHHQ \HDUV DJR� LI VRPHRQH KDG SUHGLFWHG WKH UDSLG LQFUHDVH LQ WKH XVH RI
XQPDQQHG DHULDO YHKLFOHV� WKH\ PLJKW KDYH LQYHVWHG LQ D FRPSDQ\ WKDW ZRXOG DOORZ
%ORFNEXVWHU WR GHOLYHU YLGHRV WR LWV FXVWRPHUV UDSLGO\ E\ GURQH� ,Q UHWURVSHFW� WKDW ZRXOG
KDYH EHHQ D SRRU LQYHVWPHQW� DV LW RYHUHVWLPDWHG WKH LPSDFW RI RQH WHFKQRORJLFDO
WUDQVIRUPDWLRQ ZKLOH XWWHUO\ IDLOLQJ WR IRUHVHH DQRWKHU� 6HH� H�J�� $OH[ +RUWRQ� ¶:K\ $UH
<RX 6WLOO +HUH"·� ,QVLGH WKH /DVW %ORFNEXVWHU LQ $PHULFD� :$6+� 3267 �-XO\ ��� ������
KWWSV���ZZZ�ZDVKLQJWRQSRVW�FRP�QHZV�EXVLQHVV�ZS������������ZK\�DUH�\RX�VWLOO�KHUH�
LQVLGH�WKH�ODVW�EORFNEXVWHU�OHIW�LQ�DPHULFD�"XWPBWHUP ����E�����F�� >KWWSV���SHUPD�F
F�%1���*4�7@ �´,Q ����� D %ORFNEXVWHU VWRUH RSHQHG HYHU\ �� KRXUV� 7KH 3RVW·V 6DPDQWKD
6FKPLGW UHSRUWHG ODVW \HDU� %XW LQ WKH ODWH ����V� LW VHHPHG WKDW WKH VWRUHV ZHUH FORVLQJ DW
WKDW VDPH SDFH�µ��

��� 6HH 5$< .85=:(,/� 7+( 6,1*8/$5,7< ,6 1($5� :+(1 +80$16 75$16&(1'
%,2/2*< �� ������ �GHVFULELQJ ´>W@KH RQJRLQJ DFFHOHUDWLRQ RI WHFKQRORJ\µ DQG ´WKH DFFHOHUDWLRQ
RI WKH SDFH RI DQG WKH H[SRQHQWLDO JURZWK RI WKH SURGXFWV RI DQ HYROXWLRQDU\ SURFHVVµ��

��� 6HH.DUD 6ZLVKHU�2ZQLQJ D &DU :LOO 6RRQ %H DV 4XDLQW DV 2ZQLQJ D +RUVH�
1�<� 7,0(6 �0DU� ��� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������RSLQLRQ�HQG�RI�FDUV�
XEHU�O\IW�KWPO >KWWSV���SHUPD�FF��093�;).8@�

��� 6HH )7&� 7+( ´6+$5,1*µ (&2120<� VXSUD QRWH ��� DW � �´>7@KH VSHHG DQG
XQSUHGLFWDELOLW\ RI WKLV LQQRYDWLRQ ZLOO OLNHO\ PDNH LW QHFHVVDU\ WR DGMXVW UHJXODWLRQ
VXEVWDQWLDOO\ DV VKDULQJ HFRQRP\ PDUNHWV GHYHORS� DQG WKHUHIRUH FDOO>V@ IRU IOH[LELOLW\ LQ
UHJXODWRU\ DSSURDFKHV DQG DYRLGDQFH RI SUHHPSWLYH UHJXODWLRQ�µ��

��� 6HH VXSUD QRWHV ��²�� DQG DFFRPSDQ\LQJ WH[W�
��� 6HH VXSUD QRWHV ��²�� DQG DFFRPSDQ\LQJ WH[W�
��� 6HH VXSUD QRWHV ��²�� DQG DFFRPSDQ\LQJ WH[W�
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PLJKW EHQHILW� ZRUN VFKHGXOHV ZLOO EHFRPH PRUH IOH[LEOH� DQG
OLYLQJ VWDQGDUGV VKRXOG LQFUHDVH����

%XW UDSLG WUDQVIRUPDWLRQ RI DPDUNHW OHDGV WR GLVSODFHPHQW
RI WKRVH ZKR DVVXPHG WKDW WKH ROG PHWKRG RI GRLQJ EXVLQHVV ZRXOG
QRW FKDQJH VR UDSLGO\ DQG XQH[SHFWHGO\� 1R RQH FDQ VDIHO\ DVVXPH
WKDW FXUUHQW FRQGLWLRQV ZLOO SHUVLVW IRUHYHU� DQG SHRSOH W\SLFDOO\
KDYH QR OHJDO ULJKW WR SURWHFWLRQ RI WKHLU EXVLQHVV H[SHFWDWLRQV����
7KH VXGGHQ H[SDQVLRQ RI WKH VKDULQJ HFRQRP\� KRZHYHU� DQG WKH
IDFW WKDW LW HPHUJHG ZLWK VR OLWWOH IRUHZDUQLQJ� KDV VKRFNHG DQG
KDUPHG VRPH PDUNHW DFWRUV� VRPHWLPHV ZLWK WUDJLF UHVXOWV���� 7KH
VKDULQJ HFRQRP\ PD\ FUHDWH SOHQW\ RI ZLQQHUV� EXW LW FDXVHV RWKHU
PDUNHW SDUWLFLSDQWV WR ORVH�

,W LV OLNHO\ WKDW WKH RYHUDOO EHQHILWV RI WKH VKDULQJ
HFRQRP\ ZLOO EH IDU JUHDWHU WKDQ WKH ORVVHV DQG GLVSODFHPHQW LW
ZLOO FUHDWH���� 7KRVH EHQHILWV� KRZHYHU� ZLOO QRW EH GLVWULEXWHG
HYHQO\� 7KH IDFW WKDW WRWDO JDLQV PD\ YDVWO\ H[FHHG WRWDO ORVVHV
ZLOO EH OLWWOH FRQVRODWLRQ WR WKH GULYHU ZKR SXUFKDVHG D 1HZ <RUN
&LW\ WD[L PHGDOOLRQ LQ ���� IRU �� PLOOLRQ��� DQG KDV ZDWFKHG LWV
YDOXH SOXPPHW E\ URXJKO\ WKUHH�TXDUWHUV���� 'RHV VRPHRQH³WKH
JRYHUQPHQW� WKH WD[SD\HUV� RU WKH ZRUNHUV� SDVVHQJHUV� DQG
VKDUHKROGHUV ZKR EHQHILW IURP WKH DGYHQW RI ULGH�VKDULQJ³RZH
DQ\WKLQJ WR WKDW GLVSODFHG PHGDOOLRQ RZQHU"���

��� 6HH -RKQ 2� 0F*LQQLV� 7KH 6KDULQJ (FRQRP\ DV DQ (TXDOL]LQJ (FRQRP\ ��²
�� �1RUWKZHVWHUQ 8QLY� 3ULW]NHU 6FK� RI /DZ 3XE� /DZ 	 /HJDO 7KHRU\ 1R� ������ ������
KWWSV���SDSHUV�VVUQ�FRP�VRO��SDSHUV�FIP"DEVWUDFWBLG ������� >KWWSV���SHUPD�FF�:&�1�
;;1�@ �GLVFXVVLQJ QRQ�PRQHWDU\ EHQHILWV WKDW VKDULQJ HFRQRP\ MREV PD\ SURYLGH��

��� &I� 3HQQ &HQW� 7UDQVS� &R� Y� &LW\ RI 1HZ <RUN� ��� 8�6� ���� ��� ������
�UHFRJQL]LQJ FRQVWLWXWLRQDO SURWHFWLRQ IRU ´GLVWLQFW LQYHVWPHQW�EDFNHG H[SHFWDWLRQVµ LQ
FHUWDLQ FLUFXPVWDQFHV��

��� 6HH� H�J�� *LQLD %HOODIDQWH� $ 'ULYHU·V 6XLFLGH 5HYHDOV WKH 'DUN 6LGH RI WKH
*LJ (FRQRP\� 1�<� 7,0(6 �)HE� �� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������Q\UHJLRQ�
OLYHU\�GULYHU�WD[L�XEHU�KWPO >KWWSV���SHUPD�FF���;$�668�@ �´2Q 0RQGD\ PRUQLQJ� 'RXJ
6FKLIWHU� D OLYHU\ GULYHU LQ KLV HDUO\ ��V� NLOOHG KLPVHOI ZLWK D VKRWJXQ LQ IURQW RI &LW\
+DOO LQ /RZHU 0DQKDWWDQ� KDYLQJ ZULWWHQ D OHQJWK\ )DFHERRN SRVW VHYHUDO KRXUV HDUOLHU
OD\LQJ RXW WKH VWUXFWXUDO FUXHOWLHV WKDW KDG OHIW KLP LQ VXFK GLUH FLUFXPVWDQFH�µ��

��� ,I WKLV WXUQV RXW QRW WR EH WUXH� WKHQ WKH H[SDQVLRQ RI WKH VKDULQJ HFRQRP\
LV DQ XQIDYRUDEOH GHYHORSPHQW WKDW WKH PDUNHW ZLOO OLNHO\ UHVLVW�

��� ,Q -XO\ ����� IRXU WD[L PHGDOOLRQV ZHUH VROG IRU SULFHV UDQJLQJ IURP ����������
WR ����������� 1�<�&� 7D[L 	 /LPRXVLQH &RPP·Q� -XO\ ���� 0HGDOOLRQ 7UDQVIHUV�
1<&�*29� KWWS���KRPH�Q\F�JRY�KWPO�WOF�GRZQORDGV�SGI�MXO\B����BPHGDOOLRQBWUDQVIHUV�SGI
>KWWSV���SHUPD�FF�04���93�=@�

��� ,Q -XO\ ����� WKLUW\�VL[ PHGDOOLRQV ZHUH VROG� WZHQW\�WZR RI WKHP YLD IRUHFORVXUH�
6HWWLQJ DVLGH WKH ILYH WKDW SDVVHG WKURXJK HVWDWHV ZLWKRXW FRQVLGHUDWLRQ� SULFHV UDQJHG EHWZHHQ
�������� DQG �������� H[FHSW IRU WZR WKDW DSSHDU WR KDYH VROG IRU ���������� HDFK� 1�<�&� 7D[L
	 /LPRXVLQH &RPP·Q� -XO\ ����0HGDOOLRQ 6DOHV &KDUW� 1<&�*29� KWWS���KRPH�Q\F�JRY�KWPO�WO
F�GRZQORDGV�SGI�MXO\B����BPHGDOOLRQBWUDQVIHUBOLVW�SGI >KWWSV���SHUPD�FF�7(���805%@�

��� 6HH:LQQLH +X� 7D[L 0HGDOOLRQV� 2QFH D 6DIH ,QYHVWPHQW� 1RZ 'UDJ 2ZQHUV ,QWR
'HEW� 1�<�7,0(6 �6HSW� ��� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������Q\UHJLRQ�QHZ�\RUN�WD[L�
PHGDOOLRQV�XEHU�KWPO"DFWLRQ FOLFN	PRGXOH 7RS�����6WRULHV	SJW\SH +RPHSDJH >KWWSV���SHU
PD�FF�%�3'�+:;�@ �GLVFXVVLQJ WKH LQFUHDVLQJ QXPEHU RI IRUHFORVXUHV RQ WD[L PHGDOOLRQV��
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6LPLODU TXHVWLRQV DURVH LQ WKH ����V� ZKHQ WKH 8QLWHG
6WDWHV ZDV FRQVLGHULQJ UDWLILFDWLRQ RI WKH 1RUWK $PHULFDQ )UHH
7UDGH $JUHHPHQW �1$)7$����� 7KDW WKUHH�QDWLRQ WUHDW\ ZDV
GHVLJQHG WR FUHDWH RYHUDOO EHQHILWV� LQFOXGLQJ IDLU FRPSHWLWLRQ�
LQFUHDVHG LQYHVWPHQW� DQG� SUHVXPDEO\� ORZHU�FRVW FRPPRGLWLHV�
EXW ZRXOG KDYH XQHYHQ HIIHFWV RQ SDUWLFXODU LQGXVWULHV DQG
ZRUNHUV���� )RU H[DPSOH� WKH LQFUHDVHG DYDLODELOLW\ RI LQH[SHQVLYH
JRRGV IURP 0H[LFR ZRXOG UHGXFH SULFHV IRU DOO $PHULFDQ VKRSSHUV
EXW ZRXOG KDYH QHJDWLYH HIIHFWV RQ WKH PRUH FRQFHQWUDWHG JURXS
RI SHRSOH HPSOR\HG LQ WKH $PHULFDQ�EDVHG LQGXVWULHV WKDW KDG
SUHYLRXVO\ PDQXIDFWXUHG WKRVH JRRGV GRPHVWLFDOO\���� 7KDW LV
ZKDW KDSSHQHG� DOWKRXJK H[SHUWV GLVDJUHH DERXW WKH FDXVHV����

:RUNHUV ZKR EHOLHYH WKH\ ZHUH GLVSODFHG E\ WKLV WUHDW\�
VRPH RI ZKRP DUH VWLOO VXIIHULQJ ILQDQFLDOO\� DUH OLNHO\
VXSSRUWHUV RI 3UHVLGHQW 7UXPS·V SURPLVH WR SXOO WKH 8QLWHG
6WDWHV RXW RI 1$)7$���� 7KH WUHDW\ IXQFWLRQHG DV GHVLJQHG EXW
RIIHUHG LQDGHTXDWH UHFRPSHQVH WR WKRVH ZKR ERUH LWV HFRQRPLF
EUXQW���� +DG 1$)7$·V $PHULFDQ EHQHILFLDULHV WUDQVIHUUHG VRPH
RI WKHLU JDLQV WR 1$)7$·V $PHULFDQ YLFWLPV� WKRVH ZKR ZHUH
EHWWHU RII VWLOO ZRXOG KDYH EHQHILWHG� LI VRPHZKDW OHVV� ZKLOH
WKRVH ZKR ZHUH ZRUVH RII ZRXOG KDYH VHHQ WKHLU VXIIHULQJ
DOOHYLDWHG DW OHDVW LQ SDUW���� ,QVWHDG� WKHUH ZDV D QHW SRVLWLYH
LPSDFW RQ WKH $PHULFDQ HFRQRP\� WKH ZLQQHUV ZRQ PRUH WKDQ
WKH\ RWKHUZLVH PLJKW KDYH� WKH ORVHUV ORVW UDWKHU WKDQ EUHDNLQJ
HYHQ RU FRPLQJ RXW DKHDG� DQG D VPDOO JURXS ERUH³DQG

��� 6HH 1RUWK $PHULFDQ )UHH 7UDGH $JUHHPHQW� 8�6��&DQ��0H[�� 'HF� ��� �����
�� ,�/�0� ��� �������

��� ,G� � ��� �2EMHFWLYHV��
��� -DPHV0F%ULGH 	0RKDPPHG $O\ 6HUJLH�1$)7$·V (FRQRPLF ,PSDFW� &281&,/

21 )25(,*1 5(/� �2FW� �� ������ KWWSV���ZZZ�FIU�RUJ�EDFNJURXQGHU�QDIWDV�HFRQRPLF�LPSDFW
>KWWSV���SHUPD�FF�$�40�43�7@ �´>:@KLOH WKH FRVWV DUH KLJKO\ FRQFHQWUDWHG LQ VSHFLILF
LQGXVWULHV OLNH DXWR PDQXIDFWXULQJ� WKH EHQHILWV RI D GHDO OLNH 1$)7$ DUH GLVWULEXWHG ZLGHO\
DFURVV VRFLHW\�µ��

��� 6HH� H�J�� �� <HDUV 2Q� 'HEDWLQJ :KHWKHU 1$)7$ ,V 6XFFHVV 6WRU\ RU 'DPDJLQJ
3ROLF\� 3%6� 1(:6+285 �)HE� ��� ������ KWWSV���ZZZ�SEV�RUJ�QHZVKRXU�VKRZ�QDIWD�VXFFHVV�
VWRU\�GDPDJLQJ�SROLF\ >KWWSV���SHUPD�FF��/;(�)=�4@ �WUDQVFULSW RI WHOHYLVHG GHEDWH EHWZHHQ
IRUPHU 8�6� 7UDGH 5HSUHVHQWDWLYH &DUOD +LOOV DQG 'LUHFWRU RI 3XEOLF &LWL]HQ *OREDO 7UDGH
:DWFK 3ROLF\ *URXS /RUL :DOODFK��

��� 6HH *OHQQ 7KUXVK� 7UXPS 6D\V +H 3ODQV WR :LWKGUDZ IURP 1$)7$� 1�<�
7,0(6 �'HF� �� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������XV�SROLWLFV�WUXPS�ZLWKGUDZ�
QDIWD�KWPO >KWWSV���SHUPD�FF�)3$��%8�1@�

��� &I� )5,('0$1� VXSUD QRWH ��� DW ��� �GHVFULELQJ D W\SH RI ZDJH LQVXUDQFH IRU
ZRUNHUV LQ WKLV SRVLWLRQ LQ ZKLFK ´GLVSODFHG ZRUNHUV ZRXOG UHFHLYH D ZDJH VXSSOHPHQW
DPRXQWLQJ WR KDOI WKH JDS EHWZHHQ WKHLU FXUUHQW DQG SUHYLRXV HDUQLQJV� XS WR DQ DQQXDO
PD[LPXP RI �������µ��

��� 7KLV GLVFXVVLRQ IRFXVHV H[FOXVLYHO\ RQ GRPHVWLF SROLF\ DQG LQWHQWLRQDOO\
GLVUHJDUGV WKH QXPHURXV DQG YHU\ UHDO EHQHILWV DQG ORVVHV WR WKRVH LQ 0H[LFR DQG &DQDGD�
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FRQWLQXHV WR EHDU³PRVW RI WKH EXUGHQ RI WKHVH FKDQJHV DQG
OLNHO\ UHVHQWV WKDW IDFW����

7KH HDUO\ VLJQV IURP WKH VKDULQJ HFRQRP\ VXJJHVW WKDW
ZH KDYH DJDLQ HPEDUNHG RQ D MRXUQH\ LQ ZKLFK RXU HFRQRPLF
V\VWHP� UHG LQ WRRWK DQG FODZ� LQIOLFWV SDLQ RQ WKRVH ZKR KDSSHQ
WR ORVH DV D UHVXOW RI FKDQJH� 0DQ\ RI WKRVH ZKR VXIIHU� QRW
VXUSULVLQJO\� ZLOO EH OHVV DIIOXHQW SDUWLFLSDQWV LQ RXU HFRQRPLF
V\VWHP ZKR KDYH OLWWOH DFFHVV WR WKH OHYHUV RI SRZHU� PXFK OLNH
WKH IDFWRU\ ZRUNHUV ZKRVH MREV PRYHG WR 0H[LFR IROORZLQJ
1$)7$���� 7KH VKDULQJ HFRQRP\ PD\ HQG XS EHQHILWLQJ ERWK
8EHU GULYHUV DQG 8EHU SDVVHQJHUV� EXW LW ZLOO OHDYH PDQ\ WD[L
PHGDOOLRQ KROGHUV EHKLQG� (YHQ LI WKHVH PHGDOOLRQ KROGHUV PRYH
RQ WR QHZ MREV³SHUKDSV DV 8EHU GULYHUV³WKH\ ZLOO IRUIHLW PXFK
RI WKH YDOXH RI WKHLU FRVWO\ PHGDOOLRQV�

,OOLQRLV 7UDQVSRUWDWLRQ 7UDGH $VVRFLDWLRQ Y� &LW\ RI
&KLFDJR��� LV LQVWUXFWLYH� 7KLV FDVH LQYROYHG FRQVWLWXWLRQDO
FKDOOHQJHV E\ WD[LFDE DQG OLYHU\ VHUYLFH RZQHUV DQG RSHUDWRUV WR
&KLFDJR·V DGRSWLRQ RI DQ RUGLQDQFH WKDW KROGV ULGH�VKDULQJ
VHUYLFHV WR PRUH SHUPLVVLYH VWDQGDUGV IRU RSHUDWLRQ���� 7KH
SODLQWLIIV DUJXHG� DPRQJ RWKHU WKLQJV� WKDW WKH FLW\ KDG
XQFRQVWLWXWLRQDOO\ WDNHQ WKHLU WD[L PHGDOOLRQV ZLWKRXW MXVW
FRPSHQVDWLRQ� LQ YLRODWLRQ RI WKH 7DNLQJV &ODXVH���� -XGJH 3RVQHU�
ZULWLQJ IRU D XQDQLPRXV WKUHH�MXGJH SDQHO RI WKH 6HYHQWK &LUFXLW�
VKUHGGHG WKLV DUJXPHQW� EHJLQQLQJ E\ QRWLQJ WKDW ´¶>S@URSHUW\·
GRHV QRW LQFOXGH D ULJKW WR EH IUHH IURP FRPSHWLWLRQ�µ��� +LV RSLQLRQ
OHDYHV OLWWOH GRXEW WKDW &KLFDJR EHDUV QR OHJDO UHVSRQVLELOLW\ IRU
WKH HFRQRPLF LPSDFW RI LWV GHFLVLRQ WR UHJXODWH ULGH�VKDULQJ
GLIIHUHQWO\ IURP WD[L DQG OLYHU\ VHUYLFHV�

,QGHHG ZKHQ QHZ WHFKQRORJLHV� RU QHZ EXVLQHVV PHWKRGV� DSSHDU� D
FRPPRQ UHVXOW LV WKH GHFOLQH RU HYHQ GLVDSSHDUDQFH RI WKH ROG� :HUH
WKH ROG GHHPHG WR KDYH D FRQVWLWXWLRQDO ULJKW WR SUHFOXGH WKH HQWU\ RI
WKH QHZ LQWR WKH PDUNHWV RI WKH ROG� HFRQRPLF SURJUHVV PLJKW JULQG WR

��� )RU D XVHIXO FRPSDULVRQ� VHH 3DXO:DOGPDQ�$ ���%LOOLRQ 6ROXWLRQ WR D 3ROLWLFDO
3UREOHP RI 7UXPS·V 2ZQ0DNLQJ� :$6+� 3267 �-XO\ ��� ������ KWWSV���ZZZ�ZDVKLQJWRQSRVW�
FRP�EXVLQHVV�HFRQRP\�ZKLWH�KRXVH�UHDGLHV�SODQ�IRU����ELOOLRQ�LQ�HPHUJHQF\�DLG�WR�IDUPHUV�
FDXJKW�LQ�WUXPSV�HVFDODWLQJ�WUDGH�ZDU�������������EHF�DI���I�G���H��E����H�III��I����BVW
RU\�KWPO"XWPBWHUP ���E�D�D�I��� >KWWSV���SHUPD�FF�=�3%�=&6<@ �QRWLQJ WKDW ´WKH QHZSODQ
FRXOG UHYLYH GHEDWHV DERXW WD[SD\HU�IXQGHG EDLORXWV DQG WKH GHJUHH WR ZKLFK 7UXPS·V WUDGH
VWUDWHJ\ LV OHDGLQJ WR XQIRUHVHHQ FRVWVµ��

��� )RU D WKRXJKWIXO GLVFXVVLRQ RI WKLV LVVXH DXWKRUHG VRRQ DIWHU 1$)7$·V DGRSWLRQ�
VHH )UDQ $QVOH\� ,QFOXVLYH %RXQGDULHV DQG 2WKHU �,P�3RVVLEOH 3DWKV 7RZDUG &RPPXQLW\
'HYHORSPHQW LQ D *OREDO :RUOG� �� 8� 3(11� /� 5(9� ��� ������ �GLVFXVVLQJ SODQW FORVLQJV LQ
WKH 6RXWKHDVWHUQ 8QLWHG 6WDWHV DIWHU 1$)7$�� LG� DW ���²��� �GHVFULELQJ LQWHUDFWLRQV
EHWZHHQ GLVSODFHG $PHULFDQ ZRUNHUV DQG WKH 0H[LFDQ ZRUNHUV ZKR GLVSODFHG WKHP��

��� ,OOLQRLV 7UDQVS� 7UDGH $VV·Q Y� &LW\ RI &KLFDJR� ��� )��G ��� ��WK &LU� ������
��� ,G� DW ���²���
��� ,G� DW ����
��� ,G�
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D KDOW� ,QVWHDG RI WD[LV ZH PLJKW KDYH KRUVH DQG EXJJLHV� LQVWHDG RI
WKH WHOHSKRQH� WKH WHOHJUDSK� LQVWHDG RI FRPSXWHUV� VOLGH UXOHV�
2EVROHVFHQFH ZRXOG HTXDO HQWLWOHPHQW�

7D[L PHGDOOLRQV DXWKRUL]H WKH RZQHUV WR RZQ DQG RSHUDWH WD[LV�
QRW WR H[FOXGH FRPSHWLQJ WUDQVSRUWDWLRQ VHUYLFHV� 7KH SODLQWLIIV LQ WKLV
FDVH FDQQRW H[FOXGH FRPSHWLWLRQ IURP EXVHV RU WUDLQV RU ELF\FOHV RU
OLYHULHV RU FKDUWHUHG VLJKWVHHLQJ YHKLFOHV RU MLWQH\ EXVHV RU ZDONLQJ�
LQGHHG WKH\ FDQQRW H[FOXGH FRPSHWLWLRQ IURP WD[LFDE QHZFRPHUV� IRU
WKH &LW\ KDV UHVHUYHG WKH ULJKW �ZKLFK WKH SODLQWLIIV GRQ·W FKDOOHQJH�
WR LVVXH DGGLWLRQDO WD[L PHGDOOLRQV� :K\ WKHQ VKRXOG WKH SODLQWLIIV EH
DOORZHG WR H[FOXGH FRPSHWLWLRQ IURP 8EHU" 7R WKLV TXHVWLRQ WKH\ RIIHU
QR DQVZHU����

7KH &RXUW LV DOPRVW FHUWDLQO\ FRUUHFW LQ LWV UHVXOW� DQG WKHUH
LV OLWWOH UHDVRQ WR UHGXFH WUDQVSRUWDWLRQ RSWLRQV DQG PDLQWDLQ
LQIODWHG FRVWV WR WKH GHWULPHQW RI &KLFDJR·V SDVVHQJHUV���� 7KH UHDO
TXHVWLRQ� WKRXJK� LV QRW ZKHWKHU &KLFDJR ZDV FRQVWLWXWLRQDOO\
UHTXLUHG WR SURWHFW LWV OLFHQVHG WD[LFDE DQG OLYHU\ GULYHUV IURP
FRPSHWLWLRQ E\ WKH VXGGHQ DQG UDSLG JURZWK RI ULGH�VKDULQJ
VHUYLFHV���� 5DWKHU� LW LV ZKHWKHU &KLFDJR FRXOG EH GRLQJ VRPHWKLQJ
WR LQVXODWH SDUWLFLSDQWV LQ DQ HVWDEOLVKHG DQG KHDYLO\ UHJXODWHG
LQGXVWU\ DJDLQVW WKH GLVSODFHPHQW WKDW UHVXOWV DV WHFKQRORJLFDO
FKDQJH PDNHV WKH VHUYLFH WKH\ KDYH ORQJ SURYLGHG� DW FRQVLGHUDEOH
SHUVRQDO LQYHVWPHQW� OHVV GHVLUDEOH���� $QG LI ZH SURWHFW WKH WD[L
GULYHU ZKRVH VL[�ILJXUH PHGDOOLRQ LV SOXPPHWLQJ LQ YDOXH� ZK\
VKRXOG ZH QRW H[WHQG WKH VDPH VDIHJXDUGV WR WKH ORZ�ZDJH
$PHULFDQ ZRUNHU ZKR LV UHSODFHG E\ D ORZHU�ZDJH 0H[LFDQ RU
&KLQHVH ZRUNHU� D URERW� RU DQ DOJRULWKP"���

��� ,G� DW ���²���
��� 6HH ,VDDFVRQ� VXSUD QRWH �� �GHVFULELQJ ´FLW\ RIILFLDOV >WKDW@ KDG EHFRPH VR

EHKROGHQ WR DQG LQWLPLGDWHG E\ WKH WD[L LQGXVWU\ WKDW WKH PHGDOOLRQ DQG OLFHQVLQJ V\VWHP
KDG EHFRPH D ZD\ WR SURWHFW WKH LQWHUHVWV RI WKH RZQHUV UDWKHU WKDQ RI SDVVHQJHUVµ��

��� 6HH DOVR -RH 6DQIHOLSSR &DEV� ,QF� Y� &LW\ RI 0LOZDXNHH� ��� )��G ���� ���
��WK &LU� ����� �FRPSDQLRQ FDVH WR ,OOLQRLV 7UDQVS� 7UDGH $VV·Q�� 3KLOD� 7D[L $VV·Q� ,QF�
Y� 8EHU 7HFKV�� ,QF�� ��� )��G ���� ��� ��G &LU� ����� �´:HUH ZH WR DZDUG $SSHOODQWV
DQWLWUXVW GDPDJHV WR FRPSHQVDWH IRU WKHLU ILQDQFLDO LQMXULHV� ZH ZRXOG FRQGHPQ YLJRURXV
FRPSHWLWLRQ� UDWKHU WKDQ HQFRXUDJH LW�µ�� &KHFNHU &DE 2SHUDWRUV� ,QF� Y� 0LDPL�'DGH
&RXQW\� ��� )��G ���� ��� ���WK &LU� ����� �´7KH PHGDOOLRQV FRQIHUUHG E\ WKH &RXQW\
FUHDWHG D OLFHQVH WR RIIHU IRU�KLUH WD[LFDE VHUYLFHV LQ 0LDPL�'DGH &RXQW\� WKH &RXQW\ GLG
QRW DIIRUG WKH 0HGDOOLRQ +ROGHUV WKH ULJKW WR H[FOXGH FRPSHWLWLRQ LQ WKH PDUNHWSODFH�µ��

��� 6HH� H�J�� 0LOOHU� VXSUD QRWH ���� DW ��� �´>:@KLOH LW PLJKW EH HDV\ WR YLHZ WKH
VLWXDWLRQ DV D 'DYLG DQG *ROLDWK WDOH RI ILJKWLQJ IRU D GHILQHG PDUNHW VKDUH� WKH WUXWK LV
OLNHO\ PRUH FRPSOLFDWHG�µ��

��� 7KH 8EHU GULYHU ZKR MXVW PDGH D WD[L GULYHU·V MRE REVROHWH RXJKW WR EH
V\PSDWKHWLF� DV WKH\ SUREDEO\ UHFRJQL]H WKDW DXWRQRPRXV YHKLFOHV ZLOO VRRQ UHOHJDWH
WKHP WR WKH VDPH IDWH� 6HH JHQHUDOO\ .DWULQD 0� :\PDQ� 7D[L 5HJXODWLRQ LQ WKH $JH RI
8EHU� �� 1�<�8� -� /(*,6� 	 38%� 32/·< �� ��²�� ������ �GLVFXVVLQJ DQG UHMHFWLQJ WKH
OHJDO� HFRQRPLF� DQG IDLUQHVV MXVWLILFDWLRQV IRU FRPSHQVDWLQJ RZQHUV RI WD[L PHGDOOLRQV��
'DYLG .� 6XVND� 5HJXODWRU\ 7DNLQJV DQG 5LGHVKDULQJ� ´-XVW &RPSHQVDWLRQµ IRU 7D[L
0HGDOOLRQ 2ZQHUV"� �� 1�<�8� -� /(*,6� 	 38%� 32/·< ���� ���²��� ������ �VDPH� EXW
DUJXLQJ LQ IDYRU RI WUDQVLWLRQ UHOLHI IRU HIILFLHQF\ UHDVRQV��
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&KLFDJR PLJKW KDYH LPSRVHG D RQH�GROODU IHH RQ HYHU\
VKDUHG ULGH� ZLWK WKH PRQH\ GHGLFDWHG WR HGXFDWLQJ IRUPHU WD[L
GULYHUV DQG HDVLQJ WKHLU WUDQVLWLRQ LQWR DQRWKHU MRE� 7KH FLW\
FRXOG KDYH ERXJKW EDFN D FHUWDLQ QXPEHU RI PHGDOOLRQV� VR WKDW
WKH UHGXFWLRQ LQ GHPDQG IRU WKHVH PDQGDWRU\ OLFHQVHV ZRXOG EH
SDUWLDOO\ RIIVHW E\ D GHFUHDVH LQ VXSSO\� ,W PLJKW KDYH
HVWDEOLVKHG KLJKHU EDUULHUV RI HQWU\ IRU 8EHU DW WKH RXWVHW³
SHUKDSV E\ UHTXLULQJ D OHVV FRVWO\ W\SH RI ULGH�VKDUH PHGDOOLRQ³
ZKLOH WHOHJUDSKLQJ WKDW LW ZRXOG JUDGXDOO\ UHGXFH WKHVH EDUULHUV
RYHU WLPH� VR WKDW WUDGLWLRQDO WD[L PHGDOOLRQ KROGHUV ZRXOG KDYH
D ORQJHU SHULRG LQ ZKLFK WR DPRUWL]H WKHLU LQYHVWPHQW DQG EHJLQ
WUDQVLWLRQLQJ LQWR RWKHU MREV�

1RQH RI WKHVH SROLFLHV DUH UHTXLUHG� LQ WKH FRXUW·V YLHZ�
DQG VRPHPLJKW EH YLHZHG DV DQWL�FRPSHWLWLYH E\ 8EHU� /\IW� DQG
WKHLU VXSSRUWHUV RU PLJKW EH RSSRVHG E\ WKH ULGHUV RU WD[SD\HUV
ZKR ZRXOG KDYH WR IXQG WKHP� %XW HDFK PLJKW KDYH VPRRWKHG
RYHU VRPH RI WKH URXJKHU HGJHV RI RXU HFRQRPLF V\VWHP E\
WUDQVIHUULQJ VRPH RI WKH JDLQHUV· JDLQV WR KHOS RIIVHW WKH ORVHUV·
ORVVHV� 7KHVH DOWHUQDWLYHV DOVR PLJKW UHGXFH VRPH RI WKH SROLWLFDO
EDFNODVK WKDW GLIILFXOW WUDQVLWLRQV JHQHUDWH DPRQJ WKRVH ZKR
VXIIHU WKH JUHDWHVW GLVSODFHPHQW� (YHQ /\IW LWVHOI KDV IORDWHG WKH
LGHD RI YROXQWDULO\ DGRSWLQJ D WUDQVIHU SD\PHQW V\VWHP WR DVVLVW
GLVSODFHG WD[L GULYHUV����

1HZ <RUN &LW\ KDV UHFHQWO\ WDNHQ VWHSV WR VRIWHQ WKH
WUDQVLWLRQ WR ULGH VKDULQJ���� 7KH &LW\ KDV FDSSHG WKH QXPEHU RI
ULGH�VKDULQJ YHKLFOHV LQ WKH FLW\ IRU WZR \HDUV DQG PD\ H[WHQG
WKLV OLPLW EH\RQG WKDW���� HVWDEOLVKLQJ WKH HTXLYDOHQW RI D
WHPSRUDU\ PHGDOOLRQ SURJUDP IRU ULGH VKDUHV WR PDWFK WKH RQH
DOUHDG\ LQ H[LVWHQFH IRU \HOORZ FDEV���� 7KLV DSSURDFK UHFUHDWHV D
JHQWOHU YHUVLRQ RI WKH WUDQVSRUWDWLRQ FDUWHO WKDW H[LVWHG EHIRUH

��� *LQLD %HOODIDQWH� 8EHU DQG WKH )DOVH +RSHV RI WKH 6KDULQJ (FRQRP\� 1�<�
7,0(6 �$XJ� �� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������Q\UHJLRQ�XEHU�Q\F�YRWH�
GULYHUV�ULGH�VKDULQJ�KWPO >KWWSV���SHUPD�FF�6�$%�5�&/@ �´>7@KHUH KDG EHHQ GLVFXVVLRQ�
OHG SULPDULO\ E\ /\IW� RI D KDUGVKLS IXQG WR EH VHW XS E\ WKH YDULRXV ULGH�KDLOLQJ
FRPSDQLHV WR DOOHYLDWH VRPH RI WKH VXIIHULQJ FRQYHQWLRQDO GULYHUV KDYH H[SHULHQFHG� EXW
WKDW ZDV RQO\ JRLQJ WR JR IRUZDUG LI WKH FLW\ DJUHHG QRW WR LPSRVH D FDS >RQ WKH QXPEHU
RI ULGH�VKDULQJ GULYHUV@�µ��

��� 6HH )LW]VLPPRQV� VXSUD QRWH ���
��� ,ULQD ,YDQRYD� 1HZ <RUN ([WHQGV )UHH]H RQ 1HZ 8EHU DQG /\IW 'ULYHUV� &%6

1HZV �-XQH ��� ������ KWWSV���ZZZ�FEVQHZV�FRP�QHZV�Q\F�XEHU�FDS�JHWV�H[WHQGHG�
>KWWSV���SHUPD�FF��%<5��-.�@�

��� 6HH )LW]VLPPRQV� VXSUD QRWH �� �´&RXQFLOPDQ (ULF 8OULFK� D 5HSXEOLFDQ
IURP 4XHHQV� VDLG KH RSSRVHG WKH FDS� DUJXLQJ WKDW OLPLWLQJ 8EHU WR KHOS \HOORZ WD[LV
ZDV VLPLODU WR UHJXODWLQJ 1HWIOL[� WKH VWUHDPLQJ VHUYLFH� WR KHOS %ORFNEXVWHU� WKH YLGHR
UHQWDO FKDLQ�µ�� FI� *RUGRQ <�.� 3DQJ� +RQROXOX 0D\RU 9HWRHV %LOO WKDW &DSV 8EHU�/\IW
6XUJH 3ULFLQJ� +212/8/867$5�$'9(57,6(5 �-XQH ��� ������ KWWS���ZZZ�VWDUDGYHUWLVHU�
FRP������������EUHDNLQJ�QHZV�FDOGZHOO�YHWRHV�ELOO�WKDW�FDSV�XEHUO\IW�VXUJH�SULFLQJ�
>KWWSV���SHUPD�FF�0$3��-�5=@�
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WKH DGYHQW RI ULGH�VKDULQJ���� 1HZ <RUN KDV DOVR DGRSWHG D
PLQLPXPZDJH RI ������ DIWHU H[SHQVHV IRU ULGH�VKDULQJ GULYHUV�
HIIHFWLYHO\ WUDQVIHUULQJ IXQGV IURP SDWURQV DQG SODWIRUP
VKDUHKROGHUV WR VHUYLFH ZRUNHUV���� 3DVVHQJHUV� RU SHUKDSV WKH
LQWHUPHGLDU\ SODWIRUP� PXVW SD\ WKLV PLQLPXP KRXUO\ DPRXQW
WR GULYHUV� ZKLFK PHDQV WKDW WKH EHQHILFLDULHV RI WKH ULGH�VKDUH
UHYROXWLRQ ZLOO KDYH WR KDQG RYHU VRPH RI WKHLU JDLQV WR WKH
LQGXVWU\·V ZRUNHUV� 'HSHQGLQJ RQ LWV ILQDO IRUP� WKLV SURSRVDO
PLJKW UHGXFH WKH FRPSHWLWLYH DGYDQWDJHV ULGH�VKDULQJ GULYHUV
HQMR\ RYHU GULYHUV RI WUDGLWLRQDO WD[LV� 7KLV LV D WHQWDWLYH VWHS LQ
WKH GLUHFWLRQ RI XVLQJ VRPH RI WKH EHQHILWV FUHDWHG E\ WKH VKDULQJ
HFRQRP\ WR PLWLJDWH LQGLYLGXDO ORVVHV����

,9� '<1$0,& 35,&,1*� $//2&$7,21 2) 6&$5&( 5(6285&(6�
$1' 7+( 3266,%,/,7< 2) ,17(59(17,21

7KH GLVFXVVLRQ VR IDU KDV DGGUHVVHG ZKHWKHU WKH UHFHQW
H[SDQVLRQ RI WKH VKDULQJ HFRQRP\ ZLOO LQFUHDVH LQHTXDOLW\�
SDUWLFXODUO\ WKURXJK WKH VSUHDG RI G\QDPLF SULFLQJ� 7KDW LQTXLU\�
WKRXJK� UDLVHV WKH PRUH EDVLF HFRQRPLF TXHVWLRQ RI KRZ ZH VKRXOG
DOORFDWH VFDUFH UHVRXUFHV�

$� '\QDPLF 3ULFLQJ DQG WKH $OORFDWLRQ RI 6FDUFH 5HVRXUFHV

:H KDYH VHHQ WKDW WKH G\QDPLF SULFLQJ FKDUDFWHULVWLF RI
PXFK RI WKH VKDULQJ HFRQRP\ LV RIWHQ PRUH HFRQRPLFDOO\ HIILFLHQW
WKDQ WKH PHWKRG RI DOORFDWLRQ LW GLVSODFHV���� $V VKDULQJ
WHFKQRORJ\ FRQWLQXHV WR DGYDQFH� VXSSOLHUV DQG FRQVXPHUV HQMR\
LQFUHDVHG DQG UDSLG DFFHVV WR LQIRUPDWLRQ���� (YHU\ WLPH D VXSSO\

��� 6HH)LW]VLPPRQV� VXSUDQRWH �� �´8EHU KDV ZDUQHG LWV ULGHUV WKDW WKH FDS FRXOG
SURGXFH KLJKHU SULFHV DQG ORQJHU ZDLW WLPHV IRU SDVVHQJHUV LI WKH FRPSDQ\ FDQQRW NHHS XS
ZLWK WKH JURZLQJ GHPDQG�µ�� 6LQFH WKH &LW\ ZLOO QRW EH LVVXLQJ QHZ OLFHQVHV IRU DW OHDVW RQH
\HDU� D VHFRQGDU\ PDUNHW IRU ULGH�VKDULQJ OLFHQVHV PLJKW GHYHORS LQ SDUDOOHO ZLWK WKH
VHFRQGDU\ PDUNHW LQ WUDGLWLRQDO WD[L PHGDOOLRQV� 6RPH RI WKH EHQHILW LQWHQGHG IRU \HOORZ�
FDE GULYHUV PLJKW EH WUDQVIHUUHG WR WKRVH ZKR FXUUHQWO\ KROG IRU�KLUH�YHKLFOH OLFHQVHV� VLQFH
WKRVH DUH OLNHO\ WR LQFUHDVH LQ YDOXH GXH WR WKH JRYHUQPHQW·V DUWLILFLDOO\ FUHDWHG VKRUWDJH�

��� -RVKXD %UXVWHLQ� 1HZ <RUN 6HWV 1DWLRQ·V )LUVW 0LQLPXP :DJH IRU 8EHU�
/\IW 'ULYHUV� %/220%(5* �'HF� �� ������ KWWSV���ZZZ�EORRPEHUJ�FRP�QHZV�DUWLFOHV������
������QHZ�\RUN�VHWV�QDWLRQ�V�ILUVW�PLQLPXP�ZDJH�IRU�XEHU�O\IW�GULYHUV
>KWWSV���SHUPD�FF�&-.��0)7:@�

��� (YHU\ VWHS WDNHQ WR DGGUHVV RQH SUREOHP ZLOO OLNHO\ FUHDWH RWKHUV� 6HH� H�J��
(PLO\ %DGJHU� :KDW·V WKH 5LJKW 1XPEHU RI 7D[LV �RU 8EHU RU /\IW &DUV� LQ D &LW\"� 1�<�
7,0(6 �$XJ� ��� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������XSVKRW�XEHU�O\IW�WD[L�LGHDO�
QXPEHU�SHU�FLW\�KWPO >KWWSV���SHUPD�FF��&8:�18;�@ �´7KH ULJKW QXPEHU >RI ULGH�VKDULQJ
YHKLFOHV@ WKHQ LV EHVW WKRXJKW RI DV PRUH RI D VZHHW VSRW LQ WKH WUDGH�RIIV EHWZHHQ
FRQYHQLHQFH DQG FRQJHVWLRQ� KLJK ZDJHV DQG VKRUW ZDLWV� ZKDW·V EHVW IRU LQGLYLGXDOV DQG
ZKDW·V EHVW IRU HYHU\RQH�µ��

��� 6HH VXSUD 6HFWLRQV ,�$²%�
��� 6HH VXSUD 6HFWLRQV ,�$²%�
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RU GHPDQG FXUYH VKLIWV� WKH SULFH HTXLOLEUDWHV DOPRVW
LQVWDQWO\���� 7KLV OHDGV WR PRUH SUHFLVH SULFLQJ DQG UH�SULFLQJ
ZKLOH DOVR LQFUHDVLQJ YRODWLOLW\ DQG XQFHUWDLQW\���� 7KH JURZWK RI
WKH VKDULQJ HFRQRP\ DOVR PDNHV LW PRUH IHDVLEOH IRU PXOWLSOH
PDUNHW SDUWLFLSDQWV WR FR�RZQ DVVHWV LQ D YDULHW\ RI GLIIHUHQW
OHJDO VWUXFWXUHV WKDW ZHUH QRW SUDFWLFDEOH MXVW D IHZ \HDUV DJR����

7KH SODWIRUP HFRQRP\� WKHQ� VHHPV WR EH WKH QHRFODVVLFDO
HFRQRPLVW·V GUHDP� 0LFURHFRQRPLFV LV RIWHQ FULWLFL]HG EHFDXVH LWV
DVVXPSWLRQV GR QRW UHIOHFW DFWXDO KXPDQ EHKDYLRU���� 3HRSOH DUH QRW
DOZD\V UDWLRQDO� 7KH\ PD\ ODFN WKH LQIRUPDWLRQ WKH\ QHHG WR PDNH
ZLVH GHFLVLRQV� 7UDQVDFWLRQV FRVWV PD\ PDNH GHVLUDEOH EHKDYLRU
FXPEHUVRPH RU H[SHQVLYH���� 7KH VKDULQJ HFRQRP\ UHGXFHV WKHVH
SUREOHPV� E\ SURYLGLQJ PDVVLYH TXDQWLWLHV RI LQIRUPDWLRQ DQG
SURFHVVLQJ FDSDFLW\ WR FRQVXPHUV DQG VXSSOLHUV FKHDSO\ DQG TXLFNO\�
$UPHG ZLWK WKLV LQIRUPDWLRQ� HFRQRPLF DFWRUV FDQ DFW PRUH OLNH WKH
QHRFODVVLFDO PRGHO SUHGLFWV WKH\ ZLOO�

,Q VRPH UHVSHFWV� WKLV UHGXFWLRQ RI GUDJ ZLOO EH EHQHILFLDO
WR PRVW PDUNHW SDUWLFLSDQWV���� *RRGV DQG VHUYLFHV ZLOO EH
SURPSWO\ DOORFDWHG DW DQ HYHU�FKDQJLQJ HTXLOLEULXP SULFH RQ WKH
EDVLV RI FXUUHQW VXSSO\ DQG GHPDQG� 6KLIWV ZLOO EH WHOHJUDSKHG
WKURXJKRXW WKH PDUNHW LPPHGLDWHO\� FDXVLQJ WKH H[SHFWHG
UHVSRQVHV� DQG WKH PDUNHW ZLOO UHDFK D QHZ HTXLOLEULXP UDSLGO\�
/RZHU WUDQVDFWLRQ FRVWV VKRXOG WUDQVODWH LQWR ORZHU SULFHV����
7KHVH EHQHILWV ZLOO KDSSHQ IDU PRUH TXLFNO\ WKDQ LQ WKH SDVW�
DQG XWLOLW\ ZLOO LQFUHDVH����

/HYHOV RI VHUYLFH DQG SURGXFW TXDOLW\ ZLOO VWUDWLI\� ZLWK D
PHQX RI D OD FDUWH DGG�RQV UHSODFLQJ D VLQJOH XQLWDU\ SURGXFW RU

��� 6HH VXSUD 6HFWLRQV ,�$²%�
��� 6HH VXSUD 6HFWLRQV ,�$²%�
��� 6HH VXSUD QRWHV ��²�� DQG DFFRPSDQ\LQJ WH[W�
��� 6HH 3261(5� VXSUD QRWH ���� DW �²��� ��²���
��� ´7UDQVDFWLRQV FRVWVµ LV VRPHWLPHV XVHG DV D V\QRQ\P IRU ´PLGGOHPHQ�µ

LQFOXGLQJ EURNHUV� DJHQWV� DQG ODZ\HUV� 6HH� H�J�� 5RQDOG -� *LOVRQ� 9DOXH &UHDWLRQ E\
%XVLQHVV /DZ\HUV� /HJDO 6NLOOV DQG $VVHW 3ULFLQJ� �� <$/( /�-� ���� ���²�� ������
�GHVFULELQJ DQG FRQWHVWLQJ WKLV SHUFHSWLRQ�� 5HGXFLQJ WKHVH FRVWV PD\ JUHDVH WKH RYHUDOO
PDUNHW EXW PLJKW DOVR FDXVH GLVSODFHPHQW LQ ILHOGV VXFK DV WUDYHO DJHQF\� UHDO HVWDWH
EURNHUDJH� DQG OHJDO VHUYLFHV� DV FRQVXPHUV EHFRPH EHWWHU HTXLSSHG WR SHUIRUP WKHVH
VHUYLFHV IRU WKHPVHOYHV RU WR HPSOR\ ORZ�FRVW DSSV WR GR LW IRU WKHP�

��� 6HH 681'$5$5$-$1� VXSUD QRWH ���� DW ��� �´>2@XU PRGHOV SURMHFW PDVVLYH
JDLQV LQ FRQVXPHU VXUSOXV� RQ WKH RUGHU RI WHQV RI ELOOLRQV RI GROODUV DQQXDOO\ LQ WKH
8QLWHG 6WDWHV DORQH� 0RVW VWULNLQJO\� ORZHU�LQFRPH KRXVHKROGV ZLOO HQMR\ WKHVH JDLQV
GLVSURSRUWLRQDWHO\�µ��

��� 6HH /REHO� VXSUD QRWH ��� DW ���²�� �LOOXVWUDWLQJ ZD\V LQ ZKLFK RQOLQH
SODWIRUPV UHGXFH WUDQVDFWLRQV FRVWV��

��� 7KLV LV QRW PHDQW WR VXJJHVW WKDW WKHVH LQFUHDVHV LQ XWLOLW\ ZLOO EH GLVWULEXWHG
HTXDOO\� )RU D WKRXJKWIXO GLVFXVVLRQ RI WKLV TXHVWLRQ� VHH =DFKDU\ /LVFRZ� ,V (IILFLHQF\
%LDVHG"� �� 8� &+,� /� 5(9� ����� ���� ������� KWWSV���SDSHUV�VVUQ�FRP�VRO��SDSHUV�FIP"DE
VWUDFWBLG ������� >KWWSV���SHUPD�FF�$��1���-*@ �´>(@IILFLHQW SROLFLHV DUH WLOWHG LQ IDYRU RI
ULFK�ELDVHG SROLFLHV�µ��
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VHUYLFH���� ,QVWHDG RI D IL[HG�SULFH WLFNHW IRU D PRYLH� WKHUH ZLOO EH
D UDQJH RI SULFHV GHSHQGLQJ RQ VHDW ORFDWLRQ� GD\ RI WKH ZHHN�
WLPH RI GD\� DQG SRSXODULW\ RI WKH ILOP� (DFK FRQVXPHU ZLOO KDYH
PRUH RSWLRQV IRU VHOHFWLQJ WKH SUHFLVH OHYHO RI TXDOLW\ DQG VHUYLFH
WKDW PDWFKHV WKHLU UHTXLUHPHQWV DQG SRFNHWERRN���� 1HHGV�
GHVLUHV� DQG EXGJHWV FDQ EH PRUH ILQHO\ FDOLEUDWHG DQG
FRRUGLQDWHG���� ,I D UHVRXUFH LV VFDUFH DQG GHVLUDEOH� HDFK
FRQVXPHU RI PRUH OLPLWHG PHDQV FDQ PDNH WUDGHRIIV WKDW DOORZ
WKHP WR HQMR\ WKH VSHFLILF EHQHILWV RI WKH UHVRXUFH WKDW DUH PRVW
HVVHQWLDO WR WKDW SDUWLFXODU XVHU����

%XW WKHVH IHDWXUHV ZLOO KDYH SUHGLFWDEOH GRZQVLGHV DV
ZHOO� 3ULFHV ZLOO EHFRPH OHVV VWDEOH� ULVLQJ VXGGHQO\ LQ UHVSRQVH
WR GHPDQG VSLNHV RU XQDQWLFLSDWHG VKRUWDJHV���� ,W ZLOO EHFRPH
KDUGHU WR EXGJHW� VLQFH SODQQLQJ IXWXUH H[SHQGLWXUHV UHTXLUHV
VRPH FHUWDLQW\ DV WR ZKDW WKHLU FRVW ZLOO EH RQ WKH H[SHFWHG
SXUFKDVH GDWH���� &RQVXPHU H[SHFWDWLRQV DUH PRUH OLNHO\ WR EH
GDVKHG� OHDGLQJ WR JUHDWHU GLVDSSRLQWPHQW DQG XQFHUWDLQW\�
(FRQRPLF GHFLVLRQV ZLOO EHFRPH PRUH FRPSOH[� DV HYHU\ EDVLF
LWHP FRPHV ZLWK DQ DUUD\ RI XSJUDGHV� PXFK OLNH SUHVHQW�GD\
DLUOLQH WLFNHWV� 7KH VKRSSLQJ SURFHVV ZLOO WDNH ORQJHU� DQG WKH
XOWLPDWH SULFH ZLOO EH PRUH PDVNHG����

%� 7KH 3RVVLELOLW\ RI ,QWHUYHQWLRQ LQ WKH 0DUNHW

7KHUH LV OHJLWLPDWH SROLWLFDO GLVDJUHHPHQW DV WR ZKHWKHU
RU ZKHQ DQ\ LQWHUYHQWLRQ LQ WKH RSHUDWLRQ RI WKH IUHH PDUNHW LV
ZDUUDQWHG� %XW LI WKHUH LV WR EH LQWHUYHQWLRQ DW DOO� WKH FDVH IRU

��� 6HH VXSUD QRWH ��� DQG DFFRPSDQ\LQJ WH[W�
��� 6HH VXSUD QRWH ��� DQG DFFRPSDQ\LQJ WH[W�
��� 6HH VXSUD QRWH ��� DQG DFFRPSDQ\LQJ WH[W�
��� 7KLV VWUDWLILFDWLRQ DOVR DSSOLHV WR DFFHVV WR FHUWDLQ FRPPRGLWLHV� 7KH ´, .QRZ

WKH &KHIµ DSS� ZLWK HOLWH SDFNDJHV DYDLODEOH IRU ������ SHU \HDU� JLYHV XVHUV SULRULW\ RQ
WKH ZDLWLQJ OLVWV IRU KRW UHVWDXUDQWV� 6WHSKDQLH 6WURP� $ %ULHI *XLGH WR WKH 1HZHU
5HVHUYDWLRQ $SSV� 1�<� 7,0(6 �$XJ� ��� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������GLQL
QJ�UHVWDXUDQW�UHVHUYDWLRQ�DSSV�KWPO >KWWSV���SHUPD�FF���8��9=40@� 6LPLODUO\� WKRVH
ZKR ZLVK WR DWWHQG 6XSUHPH &RXUW RUDO DUJXPHQWV PD\ SD\ OLQH�VLWWHUV WR REWDLQ DFFHVV
IRU WKHP� 5REHUW %DUQHV� 6KRXOG :DQWLQJ WR 6HH WKH 6XSUHPH &RXUW 5HTXLUH 1LJKWV RQ
WKH 6LGHZDON"� :$6+� 3267 �'HF� ��� ������ KWWSV���ZZZ�ZDVKLQJWRQSRVW�FRP�SROLWLFV�FR
XUWVBODZ�VKRXOG�ZDQWLQJ�WR�VHH�WKH�VXSUHPH�FRXUW�UHTXLUHV�QLJKWV�RQ�WKH�VLGHZDON�
�����������H��GI����GE�H���H��E�D����������D���BVWRU\�KWPO"XWPBWHUP ��I��F���G
��� >KWWSV���SHUPD�FF��$/��$$5�@�

��� 6HH VXSUD 6HFWLRQ ,�%�
��� -XVW DV VPDOOHU� OHVV DIIOXHQW FRQVXPHUV PD\ VXIIHU QHJDWLYH FRQVHTXHQFHV

IURP WKHVH IHDWXUHV� VR PLJKW VPDOOHU� OHVV ZHOO�FDSLWDOL]HG VXSSOLHUV� 7KH $PD]RQV RI
WKH ZRUOG HQMR\ FRQVLGHUDEOH FRPSHWLWLYH DGYDQWDJHV RYHU LQGHSHQGHQW ERRNVHOOHUV�

��� 7KLV GLVFXVVLRQ DVVXPHV WKDW WKH SODWIRUP HFRQRP\ UHDOO\ LV XQWDLQWHG
FDSLWDOLVP DQG QRW ´MXVW RQHPRUH SOD\ IRU FDSLWDO DFFXPXODWLRQ LQ DQ LQFUHDVLQJO\ VWUDWLILHG
HFRQRP\�µ )UDQN 3DVTXDOH� 7ZR 1DUUDWLYHV RI 3ODWIRUP &DSLWDOLVP� �� <$/( /� 	 32/·<
5(9� ���� ��� ������� 3URIHVVRU 3DVTXDOH SURFHHGV WR DVN ZKHWKHU SROLF\PDNHUV LQ WKLV DUHD
VKRXOG IRFXV PRUH RQ IRVWHULQJ FRPSHWLWLRQ RU UHJXODWLQJ SODWIRUP EXVLQHVVHV� ,G� DW ����
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LW LV VWURQJHVW ZKHQ WKH PRVW YXOQHUDEOH SXUFKDVHUV DUH LQ QHHG
RI WKH JUHDWHVW SURWHFWLRQ���� 7KLV RFFXUV ZKHQ WKH JRRG RU VHUYLFH
LQ TXHVWLRQ LV VRPH FRPELQDWLRQ RI QHFHVVDU\� LQHODVWLF� DQG
SXEOLF���� ,Q WKHVH VHWWLQJV� WKH IUHH PDUNHW LV PRVW OLNHO\ WR
DOORFDWH HVVHQWLDO RU GLIILFXOW�WR�VXEVWLWXWH UHVRXUFHV LQ D PDQQHU
WKDW KDUPV WKRVH ZKR DUH OHDVW ZHOO SRVLWLRQHG WR UHVSRQG DQG
DGDSW� 7KHVH DUH WKH FLUFXPVWDQFHV LQ ZKLFK SULFH�EDVHG
DOORFDWLRQ LV PRVW GLIILFXOW WR MXVWLI\����

'LIIHUHQW W\SHV RI PDUNHW LQWHUYHQWLRQ PLJKW EH
DSSURSULDWH LQ SDUWLFXODU VLWXDWLRQV DQG GLIIHUHQW SDUWLHV PLJKW
SHUIRUP WKLV LQWHUYHQLQJ� 7KH FRQVXPHU RIWHQ ODFNV WKH
QHFHVVDU\ OHJDO DQG WHFKQLFDO NQRZOHGJH DQG LV SUREDEO\ WKH
PDUNHW SDUWLFLSDQW OHDVW DEOH WR DQWLFLSDWH� DYRLG� RU DGGUHVV
WKHVH VRUWV RI SUREOHPV� ,I WKHUH LV WR EH DQ\ LQWHUYHQWLRQ DW DOO³
DQG WKHUH QHHG QRW EH³WKDW OHDYHV WKH JRYHUQPHQW� VHOOHUV� DQG
SODWIRUP LQWHUPHGLDULHV�

�� *RYHUQPHQW ,QWHUYHQWLRQ

*RYHUQPHQW LQWHUYHQWLRQ FRXOG DOOHYLDWH VRPH DOORFDWLRQ
SUREOHPV DQG DOUHDG\ GRHV VR LQ D OLPLWHG QXPEHU RI FDVHV�
/HJLVODWLRQ PLJKW FDS SULFHV� SURYLGH VXEVLGLHV WR FRQVXPHUV RU
SURYLGHUV� RU UHGLVWULEXWH DVVHWV LQ GLIIHUHQW ZD\V� *RYHUQPHQWV
RFFDVLRQDOO\ DGRSW ZDJH DQG SULFH FRQWUROV DQG UDWLRQLQJ� WKRXJK
W\SLFDOO\ RQO\ LQ H[WUHPH FLUFXPVWDQFHV VXFK DVZDUWLPH� DQG WKHVH
LQWHUYHQWLRQV DUH OLNHO\ WR EH XQZDUUDQWHG DQG XQSRSXODU DW PRVW
RWKHU WLPHV���� )HGHUDO DQG VWDWH JRYHUQPHQWV KDYH ORQJ SURYLGHG
VXEVLGLHV DQG VLPLODU VXSSRUW IRU KRXVLQJ DQG QXWULWLRQDO QHHGV
DQG� IRU DW OHDVW VRPH $PHULFDQV� KHDOWK FDUH DV ZHOO���� %XW VRPH
YLHZ VROXWLRQV VXFK DV WKHVH DV H[WUHPH� DQG WKHVH UHPHGLHV DUH
OLNHO\ WR EH SROLWLFDOO\ XQSRSXODU LQ PDQ\ FLUFXPVWDQFHV�

0RUH SURPLVLQJ LV D PRGHUDWH JRYHUQPHQW�LPSRVHG
UHDOORFDWLRQ WKDW WUDQVIHUV VRPH RI WKH RYHUDOO EHQHILWV RI WKH
VKDULQJ HFRQRP\ IURP WKH EHQHILFLDULHV WR WKDW VXEVHW RI DFWRUV
ZKR VXIIHU IURP LW� 7KLV ZRXOG QRW EH D WD[� EXW UDWKHU D
FRPSXOVRU\ LQWHUQDOL]LQJ RI H[WHUQDOLWLHV WKDW D PDUNHW DFWRU

��� &I� &DOR 	 5RVHQEODW� VXSUD QRWH ��� DW ����²�� �DUJXLQJ IRU DQ H[SDQGHG
DQG XSGDWHG DSSOLFDWLRQ RI FRQVXPHU SURWHFWLRQ ODZ WR VKDULQJ WUDQVDFWLRQV��

��� 6HH VXSUD 6HFWLRQV ,,�$²&�
��� )RU DQ H[FHOOHQW GLVFXVVLRQ RI ZKHWKHU HTXLOLEULXP SULFLQJ LV LQKHUHQWO\ MXVW� VHH

5REHUW &� +RFNHWW DQG 5R\ .UHLWQHU� -XVW 3ULFHV� �� &251(// -�/�	38%� 32/·< ��� �������
��� 6HH 3261(5� VXSUD QRWH ���� DW ���²��� �GLVFXVVLQJ UDWLRQDOHV IRU DQG

FULWLFLVPV RI SULFH FRQWUROV��
��� 6HH VXSUD QRWHV ���²��� DQG DFFRPSDQ\LQJ WH[W�
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FDXVHV���� 7R DFFRPSOLVK WKLV JRDO� WKRVH ZKR EHQHILW XQGHU D
UHJLPH LQ ZKLFK G\QDPLF SULFLQJ LV FRPPRQ ZRXOG EH UHTXLUHG
WR VKDUH VRPH RI WKHLU JDLQV ZLWK WKRVH ZKR ORVH XQGHU WKLV
V\VWHP� ,I WKH WRWDO JDLQV DULVLQJ IURP WKH WUDQVLWLRQ WR D VKDULQJ
HFRQRP\ H[FHHG WKH WRWDO ORVVHV� WKRVH ZKR EHQHILW DUH LQ D
SRVLWLRQ WR FRPSHQVDWH IXOO\ WKRVH ZKR VXIIHU DQG VWLOO UHWDLQ
VRPH RI WKHLU JDLQ� 6RPH PDUNHW SDUWLFLSDQWV HQG XS EHWWHU RII
WKDQ WKH\ ZHUH ZKLOH QRQH DUH DQ\ ZRUVH RII����

,QWHUYHQWLRQ LQ WKLV PDQQHU RIIHUV QXPHURXV EHQHILWV�
6LQFH WKRVH ZKR PLJKW RWKHUZLVH VXIIHU ZLOO UHFHLYH D EHQHILW WR
RIIVHW WKHLU ORVVHV� WKH\ DUH EHWWHU RII WKDQ WKH\ ZRXOG KDYH EHHQ
LQ WKH DEVHQFH RI LQWHUYHQWLRQ DQG SRVVLEO\ HYHQ EHWWHU RII WKDQ
EHIRUH WKH FKDQJH RFFXUUHG���� 7KH\ DUH OHVV OLNHO\ WR RSSRVH WKH
FRQWLQXHG RSHUDWLRQ RI D EXVLQHVV PRGHO WKDW KDUPV WKHP OHVV����
0HDQZKLOH� WKRVH ZKR EHQHILW JDLQ OHVV WKDQ LQ WKH DEVHQFH RI
JRYHUQPHQW LQWHUYHQWLRQ EXW PRUH WKDQ LI WKH VKDULQJ PRGHO
FDQQRW SURFHHG DW DOO EHFDXVH RI SRSXODU RSSRVLWLRQ WR LW�

,Q DGGLWLRQ� WKLV DSSURDFK LV OLNHO\ WR UHGXFH DQWDJRQLVP
WRZDUG RQJRLQJ WHFKQRORJLFDO SURJUHVV� VLQFH WKRVH ZKR IHDU
XQH[SHFWHG FKDQJH ZLOO NQRZ WKDW DQ\ GLVUXSWLRQ WKH\PD\ HQGXUH
ZLOO EH HDVHG���� $Q LPSRVLWLRQ RQ WKRVH ZKR EHQHILW IURP WKH
VKDULQJ HFRQRP\ PLJKW IXQG HGXFDWLRQDO DOORZDQFHV� MRE
UHWUDLQLQJ� RU ORDQ IRUJLYHQHVV���� 2U LW PLJKW EH XVHG WR SURYLGH

��� &I� /RXLV .DSORZ 	 6WHYHQ 6KDYHOO�:K\ WKH /HJDO 6\VWHP ,V /HVV (IILFLHQW WKDQ
WKH ,QFRPH7D[ LQ5HGLVWULEXWLQJ ,QFRPH� ��-�/(*$/ 678'� ���� ���²�� ������ �DUJXLQJ WKDW
UHGLVWULEXWLRQV RI WKLV W\SH VKRXOG EH DIIHFWHG WKURXJK WKH LQFRPH WD[ V\VWHP��

��� &I� VXSUD QRWHV ��� DQG DFFRPSDQ\LQJ WH[W�
��� 6RPH RI WKLV VXIIHULQJ PD\ EH ERUQH E\ WKH SXEOLF DW ODUJH� 6HH 1LNLO 6DYDO�

8EHU DQG WKH 2QJRLQJ (UDVXUH RI 3XEOLF /LIH� 1(: <25.(5 �)HE� ��� ������
KWWSV���ZZZ�QHZ\RUNHU�FRP�FXOWXUH�GHSW�RI�GHVLJQ�XEHU�DQG�WKH�RQJRLQJ�HUDVXUH�RI�
SXEOLF�OLIH >KWWSV���SHUPD�FF��/*.��=&<@ �´&LWLHV VWUXJJOLQJ WR NHHS VXEZD\V DQG EXVHV
UXQQLQJ DUH EHLQJ GUDLQHG RI UHYHQXH E\ WHFK FRPSDQLHV DQG D UHVHUYH DUP\ RI FDUV�
7KHVH FDUV� LQ WXUQ� FRDJXODWH WKH DUWHULHV RI WKH FLW\� EORFNLQJ WKH UHPDLQLQJ IOHHW RI
EXVHV� FDXVLQJ D GRZQZDUG VSLUDO RI GHFUHDVLQJ ULGHUVKLS DQG JURZLQJ WUDIILF�µ��

��� 7KLV DSSURDFK PLWLJDWHV WKH VXGGHQ GLVSODFHPHQW DQG GLVDSSRLQWPHQW RI
H[SHFWDWLRQV WKDW ZHUH VR HYLGHQWO\ IDFWRUV LQ WKH ���� SUHVLGHQWLDO FDPSDLJQ� &I�
)5,('0$1� VXSUD QRWH ��� DW ��� �´>,@W LV TXLWH SRVVLEOH IRU WKH RYHUDOO $PHULFDQ SLH ¶WR
JURZ E\ � SHUFHQW� DQG VRPH VOLFHV WR FRQWUDFW E\ �� SHUFHQW� DQG ZH·YH VHHQ WKDW� :H
VWLOO KDYH ORWV RI GLVSODFHG SHRSOH� ORWV RI DQJU\ SHRSOH�·µ �TXRWLQJ 0,7 HFRQRPLVW 'DYLG
$XWRU VSHDNLQJ DERXW ZD\V WR DGMXVW WR WKH UDSLG JURZWK RI LPSRUWV IURP &KLQD���

��� 6HH LG� DW ��� �´>7@KHUH LV D PLVPDWFK EHWZHHQ WKH FKDQJH LQ WKH SDFH RI
FKDQJH DQG RXU DELOLW\ WR GHYHORS WKH OHDUQLQJ V\VWHPV� WUDLQLQJ V\VWHPV� PDQDJHPHQW
V\VWHPV� VRFLDO VDIHW\ QHWV� DQG JRYHUQPHQW UHJXODWLRQV WKDW ZRXOG HQDEOH FLWL]HQV WR JHW
WKH PRVW RXW RI WKHVH DFFHOHUDWLRQV DQG FXVKLRQ WKHLU ZRUVW LPSDFWV�µ��

��� 6HH� H�J�� $UXQ 6XQGDUDUDMDQ� &URZG�%DVHG &DSLWDOLVP� 'LJLWDO $XWRPDWLRQ�
DQG WKH )XWXUH RI :RUN� ���� 8� &+,� /(*$/)� ���� ��� �´2QH FKDQJH WKDW ZLOO EH HVVHQWLDO
LV DOWHULQJ WKH PL[ RI � � � HGXFDWLRQ WR EH EHWWHU VXLWHG IRU DQ HFRQRP\ RI HQWUHSUHQHXUV�
HPSKDVL]LQJ GHVLJQ� FUHDWLYLW\� DQG HQWUHSUHQHXUVKLS HGXFDWLRQ RYHU GHHSHU LQYHVWPHQWV
LQWR FRJQLWLYH VNLOO�KHDY\ SURIHVVLRQV ZLWK D KLJKHU SUREDELOLW\ RI DXWRPDWLRQ�µ��
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DGGLWLRQDO VHUYLFHV WKDW RIIVHW EHQHILWV WKDW KDYH EHHQ ORVW���� 6RPH
RI WKH UHYHQXHV IURP 6LQJDSRUH·V DXWR OLFHQVLQJ DQG FRQJHVWLRQ
SULFLQJ SURJUDPV� IRU H[DPSOH� KDYH EHHQ GLUHFWHG WR VXSSRUW IRU
SXEOLF SURMHFWV WKDW EHQHILW WKH HQWLUH SRSXODWLRQ���� 7KRVH ZLOOLQJ
DQG DEOH WR SD\ WKH IHHV HQMR\ WKH EHQHILWV RI UHGXFHG WUDIILF� ZKLOH
HYHU\RQH HQMR\V LPSURYHPHQWV LQ SXEOLF DPHQLWLHV���� $QG VRPH
GULYHUV SUHVXPDEO\ ZLOO UHVSRQG WR WKH OHY\ E\ FKDQJLQJ WKHLU
WUDQVLW SDWWHUQV LQ VRFLDOO\ GHVLUDEOH ZD\V����

*RYHUQPHQW LQWHUYHQWLRQ LQ WKH PDUNHWSODFH FDXVHV
SUREOHPV RI LWV RZQ� KRZHYHU���� 5DWLRQLQJ DQG SULFH FRQWUROV
GLVWRUW WKH PDUNHW DQG DUH LQHIIHFWLYH LQ WKH ORQJ�UXQ� DV EODFN
PDUNHWV DULVH DQG IORXULVK���� 7KXV� WKH\ VKRXOG EH UHVHUYHG IRU
RQO\ WKH PRVW H[WUHPH FDVHV� VXFK DV VKRUWDJHV RI ZDWHU DQG IXHO
IROORZLQJ QDWXUDO GLVDVWHUV RU GXULQJ ZDUWLPH� DQG WKH\ VKRXOG
EH OHIW LQ SODFH IRU DV VKRUW D WLPH DV SRVVLEOH���� $QWL�JRXJLQJ
ODZV VWULYH WR DFFRPSOLVK VRPH RI WKHVH JRDOV� E\ OLPLWLQJ SULFH
LQFUHDVHV IRU HVVHQWLDO JRRGV LQ H[WUHPH VLWXDWLRQV���� %XW
GHILQLQJ ´HVVHQWLDOµ DQG ´H[WUHPHµ LV FKDOOHQJLQJ���� DQG ZKDW

��� 6HH (PPD *� )LW]VLPPRQV� &XRPR :DUQV RI D �� 3HUFHQW )DUH +LNH LI
&RQJHVWLRQ 3ULFLQJ )DLOV� 1�<� 7,0(6 �)HE� �� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������
Q\UHJLRQ�FRQJHVWLRQ�SULFLQJ�IDUH�KLNH�KWPO >KWWSV���SHUPD�FF�+�5����*�@�

��� -LDQOLQ &KHQ 	 -LRQJ]KH &XL�0RUH 0DUNHW�2ULHQWHG WKDQ WKH 8QLWHG 6WDWHV
DQG 0RUH 6RFLDOLVW WKDQ &KLQD� $ &RPSDUDWLYH 3XEOLF 3URSHUW\ 6WRU\ RI 6LQJDSRUH� ��
3$&� 5,0 /� 	 32/·< -� �� �� ��²�� ������ �GHVFULELQJ 6LQJDSRUH·V SURJUDP��

��� ,G� DW ���
��� $ GULYHU PLJKW HQWHU WKH KLJK�WUDIILF ]RQH HDUOLHU LQ WKH GD\� WKHUHE\ VSUHDGLQJ

RXW WUDIILF FRQJHVWLRQ LQ UHVSRQVH WR WKH QHZ IHH� %\ RSWLQJ WR ZDNH XS HDUOLHU WR EHDW WKH
WUDIILF DQG WKH IHH� WKH\ DUH GHPDQGLQJ D VOLJKWO\ OHVV SRSXODU VHUYLFH �D ���� DUULYDO UDWKHU
WKDQ DQ ���� DUULYDO� DQG LQ UHWXUQ DUH SD\LQJ D ORZHU FRVW E\ DYRLGLQJ WKH VXUFKDUJH� 2U
WZR GULYHUV PLJKW HOHFW WR FDUSRRO�

��� 6HH 5DIL 0RKDPPHG� 7KH 3UREOHP ZLWK 3ULFH *RXJLQJ /DZV� +$59� %86� 5(9�
�-XO\ ��� ������ KWWSV���KEU�RUJ���������WKH�SUREOHP�ZLWK�SULFH�JRXJLQJ�ODZV >KWWSV���SHUPD�
FF��;4*�0�+<@ �QRWLQJ WKDW OLPLWV RQ SULFH JRXJLQJ HQFRXUDJH KRDUGLQJ DQG GLVFRXUDJH
EXVLQHVVHV IURP ERRVWLQJ VXSSOLHV��

��� 6HH 6WHLQ� VXSUD QRWH ��� DW ��²���
��� 6HH *HRIIUH\ &� 5DSS� *RXJLQJ� 7HUURULVW $WWDFNV� +XUULFDQHV� DQG WKH /HJDO

DQG (FRQRPLF $VSHFWV RI 3RVW�'LVDVWHU 3ULFH 5HJXODWLRQ� �� .<� /�-� ���� ���²�� ������
��� �GLVFXVVLQJ UHSUHVHQWDWLYH VWDWH ODZV��

��� 6HH� H�J�� 7(11� &2'( $11� � ���������� �SURKLELWLQJ FKDUJLQJ SULFHV ´JURVVO\ LQ
H[FHVV RI WKH SULFH JHQHUDOO\ FKDUJHG IRU WKH VDPH RU VLPLODU JRRGV RU VHUYLFHV LQ WKH XVXDO FRXUVH
RI EXVLQHVVµ LPPHGLDWHO\ SULRU WR WKH HYHQWV JLYLQJ ULVH WR WKH VWDWH RI HPHUJHQF\ IROORZLQJ D
WHUURULVW DWWDFN�� FI�(]UD 5RVVHU�([SORLWLQJ WKH 3RRU� +RXVLQJ� 0DUNHWV� DQG 9XOQHUDELOLW\� ���
<$/(/�-�)� ���� ��� ������ �ERRN UHYLHZ� �DUJXLQJ WKDW ´KRXVLQJ HPHUJHQFLHV GRQRW FHDVH EHLQJ
HPHUJHQFLHV VLPSO\ EHFDXVH WKH\ DUH RI D FRQWLQXLQJ QDWXUHµ��

��� 8EHU PD\ VRPHWLPHV ZLVK WKDW VXFK DQWL�JRXJLQJ PHDVXUHV ZHUH LQ SODFH�
6HH� H�J�� 'DQ 0DFJXLOO� 'LG 8EHU ,QFUHDVH ,WV 3ULFHV LQ /RQGRQ $IWHU D 7HUURU $WWDFN"�
6123(6 �-XQH �� ������ KWWSV���ZZZ�VQRSHV�FRP�IDFW�FKHFN�XEHU�LQFUHDVH�ORQGRQ�DWWDFN�
>KWWSV���SHUPD�FF�977��<(;;@ �´:KDW·V 7UXH� 8EHU SULFHV GLG JR XS LQ /RQGRQ DQG LQ
WKH YLFLQLW\ RI WKH DWWDFN� :KDW·V )DOVH� 7KLV SULFH VXUJH KDSSHQHG DXWRPDWLFDOO\ GXH WR
DOJRULWKPV WKDW REVHUYHG LQFUHDVHG GHPDQG� DQG ZDV ODWHU VWRSSHG E\ WKH FRPSDQ\�µ��



����@ ,1(48$/,7< ,1 7+( 6+$5,1* (&2120< ���

RQH SHUVRQ YLHZV DV JRXJLQJ DQRWKHU PLJKW VLPSO\ FDOO G\QDPLF
SULFLQJ LQ WKH SXUHVW VHQVH����

(YHQ PRGHVW HIIRUWV WR UHGLVWULEXWH JDLQV JHQHUDWHG E\ WKH
VKDULQJ HFRQRP\ DUH OLNHO\ WR HQJHQGHU SROLWLFDO RSSRVLWLRQ IURP
WKRVH ZKR DUH SURILWLQJ DQG ZRXOG SUHIHU WR UHWDLQ PRUH RI WKHLU
QHZ EHQHILWV UDWKHU WKDQ OHVV� 7KRVH ZKR JDLQ DV WKH HFRQRP\
HYROYHV RIWHQ DUH PRUH SROLWLFDOO\ DVWXWH WKDQ WKRVH ZKR VXIIHU�
DQG WKH\ ZLOO ILJKW KDYLQJ WR UHOLQTXLVK VRPH RI WKH JDLQV WKH\
PLJKW RWKHUZLVH HQMR\���� 7KH\ SUREDEO\ YLHZ WKHPVHOYHV DV
LQQRYDWRUV ZKR DUH EHLQJ SHQDOL]HG IRU WKHLU RULJLQDOLW\ DQG
HQWUHSUHQHXUVKLS� ,I WKHVH EHQHILFLDULHV DUH XQZLOOLQJ WR
FRQWULEXWH WR WKH ZHOO�EHLQJ RI WKRVH ZKR IDOO EHKLQG DV WKH
HFRQRP\ FKDQJHV� DQG LI WKH\ UHVLVW DWWHPSWV WR IRUFH DQ\ W\SH RI
UHGLVWULEXWLRQ� WKHQ WKLV W\SH RI UHDOORFDWLRQ LV OHVV OLNHO\ WR RFFXU�

0RYLQJ WRZDUG WKLV W\SH RI HIILFLHQF\� SDUWLFXODUO\ ZKHQ
QHFHVVLWLHV� LQHODVWLF LWHPV� RU SXEOLF JRRGV DUH LQYROYHG� PD\ EH
SROLWLFDOO\ VKUHZG� 7KH ���� SUHVLGHQWLDO FDPSDLJQ GHPRQVWUDWHG
WR PDQ\ ZKR KDYH EHQHILWHG IURP UHFHQW HFRQRPLF WUDQVIRUPDWLRQV
WKDW WKRVH ZKR DUH ODJJLQJ DUH SROLWLFDOO\ PRWLYDWHG WR UHVLVW
FKDQJH DQG UHWXUQ WR WKH VWDWXV TXR DQWH� ,I WKH FRQWLQXHG
H[SDQVLRQ RI WKH VKDULQJ HFRQRP\ LQFUHDVHV WKH FKDVP EHWZHHQ
WKRVH ZKR DUH PRUH DQG OHVV DIIOXHQW� LW LV OLNHO\ WR IDFH RQJRLQJ
RSSRVLWLRQ DQG UHVLVWDQFH IURP WKRVH ZKR DUH ODJJLQJ� 7KRVH ZKR
DUH EHQHILWLQJ ZRXOG EH ZLVH WR KHHG WKH ZDUQLQJ VLJQV�

2QH YDULDWLRQ RI WKLV DSSURDFK WKDW ZRXOG QRW QHFHVVDULO\
UHTXLUH JRYHUQPHQW DFWLRQ LV IRU D JUHDWHU QXPEHU RI VKDULQJ
HFRQRP\ SODWIRUPV WR PRYH WRZDUG FRRSHUDWLYH FR�RZQHUVKLS E\
VHUYLFH SURYLGHUV���� 8QGHU WKLV PRGHO� ULGH�VKDULQJ GULYHUV
PLJKW EH JLYHQ WKH RSWLRQ DIWHU D FHUWDLQ DPRXQW RI WLPH WR

��� 6RPH HFRQRPLVWV ´FRQWHQG WKDW DQWL�JRXJLQJ PHDVXUHV� E\ HIIHFWLYHO\
HQDFWLQJ SULFH FRQWUROV GXULQJ HPHUJHQFLHV� UHPRYH WKH LQFHQWLYH IRU FRQVXPHUV WR
FRQVHUYH HVVHQWLDO VXSSOLHV� 7KH\ DOVR VD\ WKDW WKH LQFHQWLYH IRU VXSSOLHUV WR EULQJ JRRGV
WR GDQJHURXV DUHDV³RU NHHS H[WUD VWRFN RQ�KDQG EHIRUH GLVDVWHUV³EHFRPHV GLVWRUWHG LQ
ZD\V WKDW KXUW SHRSOH�µ $QGUHZ 5RVV 6RUNLQ� +XUULFDQH 3ULFH *RXJLQJ ,V 'HVSLFDEOH�
5LJKW" 1RW WR 6RPH (FRQRPLVWV� 1�<� 7,0(6 �6HSW� ��� ������ KWWSV���PRELOH�Q\WLPHV�FRP�
�����������EXVLQHVV�KXUULFDQH�SULFH�JRXJLQJ�KWPO"DFWLRQ FOLFN	PRGXOH 'LVFRYHU\	SJ
W\SH +RPHSDJH >KWWSV���SHUPD�FF�+04��-$85@� 0RUHRYHU� DQWL�SULFH�JRXJLQJ ODZV FDQ
OHDG WR EODFN PDUNHWV� VFDOSLQJ RI HVVHQWLDO JRRGV� DQG IDYRULWLVP� ZKLFK PD\ EH QR IDLUHU
WKDQ DOORZLQJ WKH PDUNHW WR SULFH WKH FRPPRGLWLHV G\QDPLFDOO\� ,G� %XW ZKLOH ´WKHVH
DUJXPHQWV PD\ PDNH VHQVH LQ WKH PRVW WKHRUHWLFDO FRQWH[W� � � � ZKHQ LW FRPHV WR WU\LQJ
WR SURWHFW WKH SRRUHVW DPRQJ XV� ZKR FDQ·W DIIRUG WKH PRVW EDVLF RI JRRGV� WKH\ VHHP OLNH
DQ LQKXPDQH DIIURQW WR RXU VHQVLELOLWLHV�µ ,G�

��� 6HH� H�J�� -RQ +HQOH\�8EHU &ODVKHV ZLWK 5HJXODWRUV LQ &LWLHV $URXQG WKH :RUOG�
*8$5',$1 �6HSW� ��� ������ KWWSV���ZZZ�WKHJXDUGLDQ�FRP�EXVLQHVV������VHS����XEHU�FODVKHV
�ZLWK�UHJXODWRUV�LQ�FLWLHV�DURXQG�WKH�ZRUOG >KWWSV���SHUPD�FF�&:�)�0+1&@ �SURYLGLQJ
H[DPSOHV RI GLVSXWHV EHWZHHQ 8EHU DQG GLIIHUHQW UHJXODWRU\ ERGLHV��

��� 1RWKLQJ LQ WKLVPRGHOZRXOG SUHFOXGH SDUWLDO FR�RZQHUVKLS E\ FRQVXPHUV DVZHOO�
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SXUFKDVH VWRFN LQ WKH FRUSRUDWLRQ WKDW RSHUDWHV WKH SODWIRUP����
,Q WKLV ZD\� WKH JDLQV WKDW WKH QHZ HFRQRP\ JHQHUDWHV ZLOO EH
GLVWULEXWHG PRUH HYHQO\ WKDQ WKH\ KDYH EHHQ VR IDU���� WKRXJK QRW
QHFHVVDULO\ WR DOO RI WKRVH ZKR DUH GLVSODFHG���� 7UDQVIRUPLQJ
ULGH�VKDUH GULYHUV LQWR RZQHUV ZRXOG VSUHDG WKH EHQHILWV RI ILUP
RZQHUVKLS PRUH ZLGHO\ DQG DOORZ ZRUNHUV WR EHQHILW IURP WKH
JURZWK RI WKH VKDULQJ HFRQRP\ LQ PRUH WKDQ RQH ZD\���� 1HZ
FRPSHWLWRUV WR LQFXPEHQW FRPSDQLHV WKDW RIIHU WKLV EHQHILW
PLJKW EH DEOH WR LQGXFH GULYHUV WR MRLQ WKH QHZHU QHWZRUNV����

�� 3ULYDWH ,QWHUYHQWLRQ

5DWKHU WKDQ DFWLQJ XQGHU JRYHUQPHQW PDQGDWH� WKH QHZ
HFRQRP\·V EHQHILFLDULHV PLJKW FKRRVH WR SURYLGH EHQHILWV RI WKLV
W\SH YROXQWDULO\���� 0DQ\ RI WKH HQWUHSUHQHXUV ZKR KDYH SURILWHG
ZLOGO\ IURP WKH QHZ HFRQRP\ UHFRJQL]H WKDW WKH\ DUH JDLQLQJ IURP
PDMRU SDUDGLJP VKLIWV WKH\ SDUWLFLSDWHG LQ FUHDWLQJ� 6RPH RI WKHVH
HQWUHSUHQHXUV KDYH EHFRPH SKLODQWKURSLF DW YHU\ \RXQJ DJHV� DQG
VRPH KDYH GHYHORSHG YHU\ VSHFLILF JRDOV IRU WKHLU SKLODQWKURS\����

3ULYDWH HIIRUWV SUREDEO\ FDQQRW FRYHU DOO WKH ORVVHV RI WKRVH
ZKR VXIIHU DV WKH HFRQRP\ FRQWLQXDOO\ HYROYHV� 0RUHRYHU� VRPH RI
WKHVH SULYDWH SKLODQWKURSLVWV³XQOLNH JRYHUQPHQW DFWRUV³PD\
LPSRVH FRQGLWLRQV RQ WKHLU JHQHURVLW\ WKDW VRPH SURVSHFWLYH
EHQHILFLDULHV GR QRW ZLVK WR PHHW RU PD\ VLPSO\ WDUJHW WKHLU
SKLODQWKURS\ WRZDUG RWKHU JRDOV���� %XW WKH SULYDWH VHFWRU VHHPV
DZDUH RI WKH SUREOHP DQG KDV WDNHQ VRPH VWHSV WR FRQIURQW LW����

��� 6XQGDUDUDMDQ� VXSUD QRWH ���� DW ����
��� ,G� �´>7@KH VLQJOH PRVW LPSRUWDQW EURDG SROLF\ JXLGHOLQH LV WR IDYRU SODWIRUP

PRGHOV WKDW OHDG WR JHQXLQH DQG GHFHQWUDOL]HG FDSLWDO RZQHUVKLS�µ��
��� 7D[L GULYHUV� IRU H[DPSOH� GR QRW EHQHILW LI 8EHU GULYHUV UHFHLYH VKDUHV LQ 8EHU�
��� 6HH� H�J�� 681'$5$5$-$1� VXSUD QRWH ���� DW �� �GHVFULELQJ WKH WUDQVLWLRQ RI

´WKH UROH RI WKH FURZG IURP EHLQJ WKH VRXUFH RI FDSLWDO DQG ODERU WR DFWXDOO\ RZQLQJ DQG
UXQQLQJ WKH PDUNHWSODFH LQ D GHFHQWUDOL]HG IDVKLRQµ�� LG� DW ��� �´>$@V WKH OLQHV EHWZHHQ
SURGXFHU DQG FRQVXPHU EOXU� LW FHUWDLQO\ VHHPV FOHDU WKDW JUHDW SRWHQWLDO H[LVWV WR H[SDQG
WKH IUDFWLRQ RI WKH SRSXODWLRQ WKDW RZQV ZHDOWK�SURGXFLQJ DVVHWV�µ�� =DOH� VXSUD QRWH ��� DW
����²�� �GLVFXVVLQJ WKH EHQHILWV RI FRRSHUDWLYH SODWIRUPV WKDW DUH RZQHG E\ SDUWLFLSDQWV��

��� 6HH 6KHHODK .ROKDWNDU� -XQR 7DNHV 2Q 8EHU� 1(: <25.(5 �2FW� ��� ������
KWWSV���ZZZ�QHZ\RUNHU�FRP�"S �������	PELG VRFLDOBWDEOHWBH >KWWSV���SHUPD�FF�=�4&�
'6:9@ �GLVFXVVLQJ 8EHU FRPSHWLWRU WKDW VHHNV WR LQGXFH 8EHU GULYHUV WR VZLWFK WR -XQR
E\ RIIHULQJ WKHP KLJKHU SD\ DQG EHWWHU EHQHILWV��

��� 6HH 681'$5$5$-$1� VXSUD QRWH ���� DW ��� �GLVFXVVLQJ ´PRGHOV LQ ZKLFK XVHUV
DQG SURYLGHUV DUH HTXDOO\ LQYHVWHG DQG UHVSRQVLEOH IRU HQDFWLQJ WKH UHJXODWLRQV LQ TXHVWLRQµ��

��� 6HH� H�J�� (ULF )UDQNOLQ $PDUDQWH� 7KH 3HULOV RI 3KLODQWKURFDSLWDOLVP� �� 0'� /�
5(9� �� � ������ �GHVFULELQJ ´SKLODQWKURFDSLWDOLVWV >ZKR@ GLFWDWH WKH QDUUDWLYH DQG GHPDQG
PRUH LQYROYHPHQW LQ WKH GHFLVLRQV RI KRZ DQG ZKHUH WR VSHQG SKLODQWKURSLF GROODUVµ��

��� 6HH LG� DW ��²�� �FULWLTXLQJ WKH DQWLGHPRFUDWLF� SDWHUQDOLVWLF� DQG DPDWHXULVK
DVSHFWV RI SKLODQWKURS\��

��� 6HH0ROO\ &RKHQ 	 $UXQ 6XQGDUDUDMDQ� 6HOI�5HJXODWLRQ DQG ,QQRYDWLRQ LQ WKH
3HHU�WR�3HHU 6KDULQJ (FRQRP\� �� 8�&+,�/�5(9�',$/2*8( ���� ���²�� ������ �GLVFXVVLQJ
D YDULHW\ RI ´VHOI�UHJXODWRU\ RUJDQL]DWLRQVµ��
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,Q IDFW� VRPH RI WKH FRPSDQLHV WKDW GLUHFWO\ EHQHILW IURP WKH
VKDULQJ HFRQRP\ KDYH LQFHQWLYHV WR UHJXODWH WKHPVHOYHV³LQ SDUW�
WR KHDG RII JRYHUQPHQW PDQGDWHV³SDUWLFXODUO\ LI WKH\ DQQRXQFH
WKHVH LQLWLDWLYHV ZHOO LQ DGYDQFH� 8EHU� IRU H[DPSOH� KDV
VXJJHVWHG WKDW LW ZLOO SURYLGH HGXFDWLRQDO DQG WUDLQLQJ EHQHILWV
IRU GULYHUV ZKR DUH ODWHU PDGH REVROHWH E\ VHOI�GULYLQJ FDUV� DQ
DSSURDFK WKDW PD\ KHOS DWWUDFW DQG UHWDLQ GULYHUV WRGD\����

7KHUH DUH D KDQGIXO RI VHWWLQJV LQ ZKLFK PRUH DIIOXHQW
SHRSOH DUH ZLOOLQJ WR VKHOO RXW KLJKHU SULFHV WKDQ WKHLU OHVV
IRUWXQDWH IHOORZ FLWL]HQV SD\ IRU D JRRG� 0DQ\ XQLYHUVLWLHV PDNH
QHHG�EDVHG ILQDQFLDO DLG DYDLODEOH WR SURVSHFWLYH VWXGHQWV ZKR
PLJKW QRW EH DEOH WR DIIRUG DWWHQGDQFH ZLWKRXW LW� 7KLV PHDQV
WKDW VWXGHQWV IURP ZHDOWKLHU IDPLOLHV SD\ WKH VWLFNHU SULFH ZKLOH
WKHLU OHVV�ZHOO�KHHOHG FODVVPDWHV UHFHLYH JUDQWV RU ORZ�UDWH
ORDQV WR FRYHU VRPH SRUWLRQ RI WKH FRVW� 7ZR URRPPDWHV PD\
UHFHLYH WKH H[DFW VDPH HGXFDWLRQ� EXW RQH RI WKHP FRXOG EH
SD\LQJ WHQV RI WKRXVDQGV RI GROODUV PRUH IRU LW���� 0RUHRYHU� WKH
DIIOXHQW IDPLOLHV PD\ DOVR EH PDNLQJ FKDULWDEOH FRQWULEXWLRQV WR
WKH LQVWLWXWLRQ� IXUWKHU HQKDQFLQJ WKH SULFH GLVSDULW\� 7KLV W\SH
RI YROXQWDU\ UHGLVWULEXWLYH WUDQVIHU GRYHWDLOV ZHOO ZLWK WKH
SURJUHVVLYH SURSHUW\ PRYHPHQW� ZKLFK UHFRJQL]HV WKDW SURSHUW\
RZQHUV EHDU UHVSRQVLELOLWLHV HYHQ DV WKH\ HQMR\ WKH SULYLOHJHV RI
WKHLU SURSHUW\ ULJKWV����

,Q VHWWLQJV LQ ZKLFK VWDUN SULFH GLIIHUHQFHV IRU WKH VDPH
JRRG OHDG WR UHVLVWDQFH E\ WKRVH DVNHG WR SD\ PRUH� LW LV SRVVLEOH
WR RIIHU GLIIHUHQW YHUVLRQV RI WKH JRRG ZLWK GLIIHUHQW OHYHOV RI
DPHQLWLHV� DV QRWHG HDUOLHU���� $OO WKH VHDWV RQ DQ DLUSODQH UHDFK
WKHLU GHVWLQDWLRQ DW WKH VDPH WLPH� EXW VRPH SDVVHQJHUV DUH
ZLOOLQJ WR SD\ FRQVLGHUDEO\ PRUH IRU WKH ZLGHU� VZDQNLHU RQHV
ZLWK EHWWHU IRRG� ,Q WKH XQLYHUVLW\ VHWWLQJ� WKH GLIIHUHQFHV PD\ EH
PRUH VXEWOH� VXFK DV QLFHU GRUPLWRULHV RU WKH DELOLW\ WR IRUHJR
VXPPHU LQFRPH IRU D SUHVWLJLRXV LQWHUQVKLS� %XW LI KLJKHU�LQFRPH
IDPLOLHV DUH ZLOOLQJ WR SD\ FRQVLGHUDEO\ PRUH WR HGXFDWH WKHLU
FKLOGUHQ� LW PLJKW EH SRVVLEOH WR FRQYLQFH WKHVH FRQVXPHUV WKDW

��� -RVK&RQVWLQH�8EHU &RQVLGHUV 6WHHULQJ 'ULYHUV WR ´9RFDWLRQDO 7UDLQLQJµ DV &DUV
*R $XWRQRPRXV� 7(&+&581&+ �1RY� ��� ������ KWWSV���WHFKFUXQFK�FRP������������XEHU�
YRFDWLRQDO�WUDLQLQJ� >KWWSV���SHUPD�FF�/����50�3@� 6HH JHQHUDOO\ &DOR 	 5RVHQEODW� VXSUD
QRWH ��� DW ����²�� �GLVFXVVLQJ FRQIOLFWV RI LQWHUHVW DPRQJ VKDULQJ SODWIRUPV� WKHLU ZRUNHUV�
DQG WKHLU FXVWRPHUV��

��� 6HH� H�J�� +RZ $LG :RUNV� +$59� &� *5,)),1 ),1� $,' 2))�� KWWSV���FROOHJH�
KDUYDUG�HGX�ILQDQFLDO�DLG�KRZ�DLG�ZRUNV >KWWSV���SHUPD�FF�)6���8$�4@ �´)DPLOLHV ZKR
KDYH VLJQLILFDQW DVVHWV ZLOO EH DVNHG WR SD\ PRUH�µ��

��� 6HH *UHJRU\ 6� $OH[DQGHU HW DO�� $ 6WDWHPHQW RI 3URJUHVVLYH 3URSHUW\� ��
&251(// /� 5(9� ���� ��� ������ �´%HFDXVH RI WKH HTXDO YDOXH RI HDFK KXPDQ EHLQJ�
SURSHUW\ ODZV VKRXOG SURPRWH WKH DELOLW\ RI HDFK SHUVRQ WR REWDLQ WKH PDWHULDO UHVRXUFHV
QHFHVVDU\ IRU IXOO VRFLDO DQG SROLWLFDO SDUWLFLSDWLRQ�µ��

��� 6HH VXSUD QRWH ��� DQG DFFRPSDQ\LQJ WH[W�
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WKHUH DUH RWKHU VHWWLQJV LQ ZKLFK GLIIHUHQWLDO SULFLQJ LV DFFHSWDEOH
DQG VRFLDOO\ EHQHILFLDO���� 7KLV VHHPV OLNH D SDUWLFXODUO\ HIIHFWLYH
DSSURDFK ZLWK UHJDUG WR VHUYLFHV� ZKLFK DUH KDUGHU WR UHVHOO DW D
SURILW� WKRXJK SHUKDSV OHVV VR IRU JRRGV����

�� +\EULG $FWLRQ

7KH SUHYLRXV WZR VXEVHFWLRQV KDYH VXJJHVWHG WKDW WKH
DFWLRQV QHHGHG WR PLWLJDWH LQHTXLWLHV FDXVHG E\ WKH JURZWK RI WKH
VKDULQJ HFRQRP\ FDQ HLWKHU RFFXU YROXQWDULO\ RU EH PDQGDWHG E\
WKH JRYHUQPHQW���� 6RPH DSSURDFKHV LQYROYH XVLQJ ERWK
PHWKRGV� RU WKH\ IDOO EHWZHHQ WKHVH WZR H[WUHPHV DQG FDQ EH
VWUXFWXUHG LQ DQ LQWHUPHGLDWH PDQQHU� 2QH PRGHO� DOUHDG\
QRWHG DERYH� LV WR LPSRVH D IHH RQ WKRVH ZKR EHQHILW IURP QHZ
HIIRUWV DW G\QDPLF SULFLQJ DQG XVH WKH SURFHHGV WR IXQG SURJUDPV
VXFK DV MRE UHWUDLQLQJ� PLG�FDUHHU HGXFDWLRQ� DQG DOWHUQDWLYHV WR
WKH FRVWOLHU QHZ VHUYLFH���� 7KLV PRGHO ZRXOG OLNHO\ WDNH WKH IRUP
RI D PDQGDWH� DV QRWHG� WKRXJK D K\EULG YDULDQW WKDW PLJKW
VXFFHHG LQ VRPH VHWWLQJV LV WKH XVH RI D YROXQWDU\ IHH� $ RQH�
GROODU DVVHVVPHQW FKDUJHG RQ /\IW ULGHV³SDLG E\ WKH SDVVHQJHU�
/\IW� RU ERWK³FDQ SURYLGH UHWUDLQLQJ IRU PHGDOOLRQ KROGHUV ZKR
ZLVK WR WUDQVLWLRQ LQWR D QHZ FDUHHU RU WR H[SDQG EXV VHUYLFH IRU
WKRVH UHVLGHQWV ZKR FDQQRW DIIRUG VKDUHG ULGHV� $ VDOHV WD[
LPSRVHG RQ $LUEQE VWD\V� VLPLODU WR D KRWHO WD[� FDQ SURYLGH
KRXVLQJ VXEVLGLHV WR WKRVH ZKR IDFH XQDIIRUGDEOH UHQW LQFUHDVHV
LI WKH KRXVLQJ VWRFN VKULQNV DV UHQWDO DSDUWPHQWV DUH FRQYHUWHG
WR VKDUHG XQLWV���� 3DUW RI WKH FRQJHVWLRQ IHH D ODUJH FLW\ FKDUJHV

��� +HUH� , XVH WKH WHUP ´GLIIHUHQWLDO SULFLQJµ WR UHSUHVHQW D PRGHO LQ ZKLFKPRUH
DIIOXHQW FRQVXPHUV SD\ KLJKHU SULFHV� &RQWUDVW WKLV ZLWK DQRWKHU W\SH RI GLIIHUHQWLDO
SULFLQJ LQ ZKLFK MXVW WKH UHYHUVH KDSSHQV� VHH VXSUD QRWH ��� DQG DFFRPSDQ\LQJ WH[W
�GLVFXVVLQJ GLIIHUHQWLDO SULFLQJ LQ JURFHU\ VWRUHV LQ SRRU QHLJKERUKRRGV�� DQG DOVR ZLWK
SULFH GLVFULPLQDWLRQ� LQ ZKLFK D VHOOHU HVWLPDWHV SUHFLVHO\ KRZ PXFK HDFK SURVSHFWLYH
EX\HU FDQ EH FDMROHG LQWR VSHQGLQJ� LUUHVSHFWLYH RI HDFK EX\HU·V ILQDQFLDO VWDWXV� VHH VXSUD
QRWH ��� DQG DFFRPSDQ\LQJ WH[W�

��� :KHQ JRRGV DUH LQYROYHG� WKH SHUVRQ UHFHLYLQJ WKH SULFH GLVFRXQW PLJKW EH
WHPSWHG WR HQJDJH LQ DUELWUDJH DQG UHVHOO WKH JRRG DW D SURILW WR WKH PRUH DIIOXHQW SHUVRQ
ZKR ZRXOG RWKHUZLVH KDYH WR SD\ IXOO SULFH� 6HH VXSUD QRWH �� �GLVFXVVLQJ WKLV SKHQRPHQRQ
ZLWK UHJDUG WR 6XSHU %RZO WLFNHWV�� ,W LV HDVLHU WR VFDOS JRRGV VXFK DV IRRWEDOO WLFNHWV WKDQ
VHUYLFHV VXFK DV D XQLYHUVLW\ HGXFDWLRQ�

��� 6HH VXSUD 6HFWLRQV ,9�%��²��
��� 6HH VXSUD QRWH ��� DQG DFFRPSDQ\LQJ WH[W�
��� 2QH JURXS RI UHVHDUFKHUV KDV FRQFOXGHG WKDW WKH LQFHQWLYHV WR WUDQVIRUP ORQJ�

WHUP UHQWDO DSDUWPHQWV LQWR $LUEQE XQLWV KDYH GURSSHG FRQVLGHUDEO\� 3HWHU &ROHV HW DO��
$LUEQE 8VDJH $FURVV 1HZ <RUN &LW\ 1HLJKERUKRRGV� *HRJUDSKLF 3DWWHUQV DQG 5HJXODWRU\
,PSOLFDWLRQV� LQ &$0%5,'*( +$1'%22. 2) 7+( /$: 2) 7+( 6+$5,1* (&2120< ���� ���
�1HVWRU0� 'DYLGVRQ HW DO� HGV�� ����� �DV RI -XQH ����� ´WR PDWFK ORQJ�WHUP UHQWDO UHYHQXH�
KRVWV ZRXOG KDYH WR KDYH WKHLU KRPHV ERRNHG RYHU ��� GD\V D \HDU� WKH ¶EUHDN�HYHQ· QXPEHU
RI VKRUW�WHUP UHQWDO QLJKWV� 3ODFHG LQ FRQWH[W� � � � WKH PHGLDQ QXPEHU RI QLJKWV ERRNHG IRU
D W\SLFDO HQWLUH KRPH OLVWLQJ LQ 1HZ <RUN &LW\ ZDV ���µ��



����@ ,1(48$/,7< ,1 7+( 6+$5,1* (&2120< ���

WR GULYH LQ WKH FURZGHG GRZQWRZQ FDQ VXEVLGL]H PDVV WUDQVLW IRU
WKRVH ZKR FDQ QR ORQJHU XVH URDGV RQ ZKLFK VSDFH LV UDWLRQHG E\
SULFH UDWKHU WKDQ ZLOOLQJQHVV WR HQGXUH GHOD\V����

8VHU IHHV VXFK DV WKHVH PD\ SURYH WR EH OHVV XQSRSXODU
WKDQ EURDGHU�EDVHG WD[DWLRQ VFKHPHV� DV WKH\ FKDUJH RQO\ WKH
EHQHILFLDULHV RI D QHZ VHUYLFH DQG GLUHFW WKH SURFHHGV WR DVVLVW
WKRVH EHLQJ IRUFHG WR DGDSW� 7KH\ LQWHUQDOL]H VSHFLILF H[WHUQDOLWLHV
PRUH SUHFLVHO\� WKHUHE\ SUHYHQWLQJ QRQ�XVHUV IURP KDYLQJ WR
VXEVLGL]H WKH DFWLYLWLHV RI RWKHUV� 6XFK D IHH ZLOO SUREDEO\ KDYH WR
WDNH WKH IRUP RI D JRYHUQPHQW UHTXLUHPHQW EXW FRXOG DOVR EH
VWUXFWXUHG DV D QRQ�ELQGLQJ UHFRPPHQGDWLRQ� 7LSSLQJ� ZKLFK LV
FXVWRPDU\ LQ D ZLGH UDQJH RI VHUYLFH LQGXVWULHV� LOOXVWUDWHV D W\SH
RI QRQ�PDQGDWHG WUDQVIHU IURP D FXVWRPHU WR D VHUYLFH SURYLGHU�
1RUPV DQG VRFLDO SUHVVXUH HQFRXUDJH SDWURQV WR WLS HYHQ LI WKH\
NQRZ WKH\ ZLOO QHYHU LQWHUDFW ZLWK WKDW SURYLGHU DJDLQ� $ WUDQVIHU
IHH RI WKH W\SH MXVW GHVFULEHG PLJKW VXFFHHG RQ DQ HQWLUHO\
YROXQWDU\ EDVLV� RU LW PLJKW EH HVWDEOLVKHG DV D PDQGDWH WKDW LV
WROHUDWHG ZLWK RQO\ PLQLPDO JUXPEOLQJ�

/LFHQVLQJ UHTXLUHPHQWV FDQ SOD\ D UROH VLPLODU WR WUDQVIHU
IHHV� 5HTXLULQJ /\IW GULYHUV WR REWDLQ PHGDOOLRQV� GHPRQVWUDWH
WKHLU IDPLOLDULW\ ZLWK ORFDO URDGZD\V� DQG SURYH WKDW WKH\ FDUU\
DGHTXDWH LQVXUDQFH PLJKW KDYH WR WDNH WKH IRUP RI JRYHUQPHQW
UHJXODWLRQ� %XW LW GLIIHUV OLWWOH IURP UXOHV UHTXLULQJ ODZ\HUV WR SD\
KHIW\ DQQXDO OLFHQVLQJ IHHV� ZLWK WKH UHFHLSWV XVHG WR DVVLVW WKRVH
ZKR KDYH VXIIHUHG DW WKH KDQGV RI OHVV VFUXSXORXV PHPEHUV RI WKH
EDU���� 7KH OLFHQVH GHPRQVWUDWHV PDVWHU\� VLJQDOV WKH DWWDLQPHQW
RI SURILFLHQF\� DQG VHUYHV DV WKH JRYHUQPHQW·V LPSULPDWXU� 7KH
JRYHUQPHQW UHTXLUHV SD\PHQW IURP WKRVH ZKR ZLVK WR HQMR\ D
SULYLOHJH� DQG LQ VRPH FDVHV D PRQRSRO\� 9ROXQWDU\ YDULDQWV RI
WKHVH PRGHOV VRPHWLPHV VXFFHHG� DQG YDULRXV SULYDWH HQWLWLHV
KDYH HVWDEOLVKHG QRQ�ELQGLQJ HQGRUVHPHQW PHFKDQLVPV WKDW
VRPH VHUYLFH SURYLGHUV SXUVXH HYHQ WKRXJK WKH\ GR QRW KDYH WR����
5HSXWDWLRQDO UDWLQJV XVHG E\ PDQ\ VKDULQJ SODWIRUPV FDQ DOVR
VHUYH DV D VXEVWLWXWH IRU JRYHUQPHQW UHJXODWLRQ���� 2QFH DJDLQ�

��� 6HH VXSUD QRWH �� DQG DFFRPSDQ\LQJ WH[W�
��� 6HH )UHTXHQWO\ $VNHG 4XHVWLRQV� /$:� )81' )25 &/,(17 3527(&7,21 67� 1�<��

KWWS���ZZZ�Q\ODZIXQG�RUJ�IDT�KWPO >KWWSV���SHUPD�FF�%5=���%�&@ �QRWLQJ WKDW WKLV IXQG
RIIHUV ´UHLPEXUVHPHQW WR ODZ FOLHQWV ZKR KDYH ORVW PRQH\ RU SURSHUW\ DV D UHVXOW RI D ODZ\HU·V
GLVKRQHVW FRQGXFW LQ WKH SUDFWLFH RI ODZ� � � � 7KH IXQG LV ILQDQFHG E\ WKH �������PHPEHUV RI WKH
OHJDO SURIHVVLRQ LQ1HZ<RUN 6WDWH WKURXJK D UHJLVWUDWLRQ IHH UHTXLUHG E\ ODZ�µ��

��� 6HH� H�J�� 2XU 0LVVLRQ� :RUNLQJ IRU D 6DIHU :RUOG� 8/� KWWSV���ZZZ�XO�FRP�
DERXW�PLVVLRQ >KWWSV���SHUPD�FF��)5-�*=�4@ �SURYLGLQJ LWV PLVVLRQ VWDWHPHQW� LQFOXGLQJ
´ZRUNLQJ IRU D VDIHU ZRUOGµ�� 0DUNV DQG /DEHOV� 8/�&20� KWWSV���ZZZ�XO�FRP�PDUNV�
>KWWSV���SHUPD�FF���+��$:��@ �´7KH 8/ 0DUN LV WKH VLQJOH PRVW DFFHSWHG &HUWLILFDWLRQ
0DUN LQ WKH 8QLWHG 6WDWHV� DSSHDULQJ RQ �� ELOOLRQ SURGXFWV DQQXDOO\�µ��

��� 6HH� H�J�� 'DQLHO .� 0F'RQDOG� 5HSXWDWLRQ :LOO 7HDFK WKH 6KDULQJ (FRQRP\ WR
6KDUH� �� 8� )/$� -�/� 	 38%� 32/·< ���� ���²�� ������ �GLVFXVVLQJ WKH YDOXH RI UHSXWDWLRQ
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SULYDWH DFWLRQ� SXEOLF PDQGDWHV� RU D FRPELQDWLRQ RI WKH WZR FDQ
DFFRPSOLVK WKH VDPH JRDO�

(YHQ PDUNHW SDUWLFLSDQWV ZKR REMHFW VWUHQXRXVO\ WR
JRYHUQPHQW UHJXODWLRQZLOO KDYH WR FRQFHGH DW VRPH OHYHO WKDW K\EULG
DFWLRQV VXFK DV WKHVH DUH IDLU DQG DIIRUG YDOXH WR WKHP� 7KH IDFW WKDW
WKH\ SD\ D IHH RU RSW WR REWDLQ D OLFHQVH GHPRQVWUDWHV WKDW
JRYHUQPHQW RU SULYDWH DXWKRUL]DWLRQ VWLOO KDV SRVLWLYH QHW ZRUWK WR
WKHP HYHQ DIWHU SD\LQJ LWV FRVW� 6RPH OLFHQVHHV PLJKW HYHQ KDYH
EHHQ ZLOOLQJ WR FRQWULEXWH WR VXFK D IXQG KDG WKHVH FRQWULEXWLRQV
EHHQ PHUHO\ HQFRXUDJHG� $XWRPRELOH GULYHUV� IRU H[DPSOH� UDUHO\
FRPSODLQ DERXW WKH UHTXLUHPHQW WKDW WKH\ REWDLQ DQG SD\ IRU D
GULYHUV· OLFHQVH EHIRUH RSHUDWLQJ D PRWRU YHKLFOH� DQG VRPH GR QRW
REMHFW WR REWDLQLQJ PDQGDWHG OLDELOLW\ LQVXUDQFH� 0DQ\ ZRXOG GR VR
HYHQ LI LW ZHUH RSWLRQDO�

$ K\EULG PRGHO� WKHQ� PLJKW LQFOXGH PDQGDWRU\ HOHPHQWV
VXFK DV WUDQVIHU IHHV� OLFHQVLQJ UHTXLUHPHQWV� DQG FRPSXOVRU\
LQVXUDQFH� DORQJVLGH YROXQWDU\ IHDWXUHV� LQFOXGLQJ WLSSLQJ�
UHSXWDWLRQDO UDQNLQJV� DQG RSWLRQDO DGG�RQV� 6RPH VKDULQJ
SODWIRUPV DOUHDG\ GHPRQVWUDWH PDQ\ RI WKHVH FKDUDFWHULVWLFV�
*RYHUQPHQW DQG SULYDWH DFWRUV PD\ EH DEOH WR FRRSHUDWH WR
SURYLGH VRPH RI WKH W\SHV RI SURWHFWLRQ WKLV DUWLFOH UHFRPPHQGV�

�� 1R ,QWHUYHQWLRQ

$ ILQDO SRVVLELOLW\ LV WR GR QRWKLQJ� DQ RSWLRQ WKDW PD\ EH
PRUH DSSURSULDWH ZLWK UHJDUG WR WKH RZQHU RI D VLQJOH $LUEQE
XQLW WKDQ WKH ODQGORUG RI D ODUJH QXPEHU RI VKRUW�WHUP UHQWDO
DSDUWPHQWV� 7KLV VXJJHVWLRQ LV QRW LQWHQGHG DV D FHOHEUDWLRQ RI
WKH IUHH PDUNHW EXW UDWKHU DV D UHFRJQLWLRQ WKDW WHFKQRORJ\ LV
HYROYLQJ VR TXLFNO\ WKDW UDSLG FKDQJH PLJKW PDNH DQ\
JRYHUQPHQW DFWLRQ REVROHWH RU HYHQ FRXQWHU�SURGXFWLYH EHIRUH LW
FDQ KDYH DQ\ SRVLWLYH LPSDFW� 7R D FRQVLGHUDEOH H[WHQW� UHVRXUFH�
DOORFDWLRQ SUREOHPV PD\ SURYH WR EH VHOI�FRUUHFWLQJ� 7KH VDPH
DGYDQFHV LQ DOJRULWKPV WKDW KDYH DOORZHG WKH VKDULQJ HFRQRP\
WR H[SDQG VR UDSLGO\ PD\ DOVR DOORZ IRU PRUH QLPEOH UHVSRQVHV
WR FKDQJHV LQ VXSSO\ DQG GHPDQG�

$V VXSSOLHUV RI JRRGV DQG VHUYLFHV DFFXPXODWH DQG
DQDO\]H WKH KXJH DPRXQWV RI GLJLWDO LQIRUPDWLRQ QRZ DYDLODEOH
WR WKHP� WKH\ ZLOO EHFRPH PRUH DGHSW DW SUHGLFWLQJ IXWXUH
PDUNHW FKDQJHV� +RPH�LPSURYHPHQW VWRUHV DOUHDG\ IROORZ
ZHDWKHU UHSRUWV DQG GLUHFW JHQHUDWRUV� FKDLQVDZV� DQG ERWWOHG
ZDWHU WR VWRUHV LQ WKH SDWK RI DQ DSSURDFKLQJ VWRUP� :LWK

DV D FDSLWDO DVVHW�� 7KLHUHU HW DO�� VXSUD QRWH ��� DW ��� �DUJXLQJ WKDW UHSXWDWLRQDO UDQNLQJV
UHGXFH WKH QHHG IRU UHJXODWLRQ��
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FRQWLQXLQJ LQFUHDVHV LQ WKH FDSDFLW\ WR DQDO\]H ELJ GDWD� 8EHU
FDQ QRWLI\ LWV GULYHUV RI D FORXGEXUVW WKDW ZLOO DUULYH LQ WZHQW\
PLQXWHV RU D FRQFHUW WKDW ZLOO HQG LQ WHQ� DOORZLQJ WKHP WR KLW
WKH URDG MXVW DV GHPDQG VZHOOV� 7KH QH[W LWHUDWLRQ RI WKH VKDULQJ
HFRQRP\ PD\ KDYH WKH EXLOW�LQ FDSDFLW\ WR PLWLJDWH WKH
GUDZEDFNV RI LWV SUHGHFHVVRUV�

$V ZH FRQWLQXH WR KDUQHVV QHZ WHFKQRORJLHV� SUHGLFWLYH
VRIWZDUH ZLOO LQFUHDVLQJO\ EH DEOH WR DQWLFLSDWH VKRUWDJHV RU
VXUSOXVHV� 7KLV ZLOO DOORZ EX\HUV DQG VHOOHUV WR UHVSRQG WR
FKDQJHV DV WKH\ KDSSHQ DQG ZLOO GDPSHQ SULFH YRODWLOLW\� 6XSSO\
DQG GHPDQG FXUYHV FDQ WKHUHE\ PRYH PRUH JUDGXDOO\ DQG LQ
WDQGHP� UHGXFLQJ VKDUS SULFH VZLQJV DQG XQFHUWDLQW\� 6XUSULVHV
ZLOO VWLOO RFFXU� EXW DV UHFHQW WHFKQRORJLFDO FKDQJHV VHWWOH LQWR
SODFH DQG QHZ DSSURDFKHV FRQWLQXH WR EH GHYHORSHG� RXU DELOLW\
WR PDQDJH WKH PDVVLYH TXDQWLWLHV RI LQIRUPDWLRQ ZH DUH QRZ
DFFXPXODWLQJ ZLOO LPSURYH� 7KH VXGGHQ UHYROXWLRQ WKDW LV
RFFXUULQJ QRZ� FKDUDFWHUL]HG E\ VLJQLILFDQW SULFH XQFHUWDLQW\�
ZLOO WUDQVIRUP LQWR D PRUH JUDGXDO HYROXWLRQ� ZLWK SULFHV WKDW
ULVH DQG IDOO PRUH VORZO\ DQG OHVV VXUSULVLQJO\����

,W LV DOVR ZRUWK UHPHPEHULQJ WKDW QHZ WHFKQRORJLHV ZLOO
FRQWLQXH WR KDYH VXUSULVLQJ DQG ZRUOG�FKDQJLQJ HIIHFWV MXVW DV
WKH UDSLG VSUHDG RI VPDUWSKRQHV KDV GRQH DQG WKDW WKH OHJDO
V\VWHP ZLOO EH KDUG SUHVVHG WR NHHS XS ZLWK WKHVH FRQWLQXLQJ
WUDQVIRUPDWLRQV���� 5HJXODWLRQV ZLOO QHFHVVDULO\ ODJ EHKLQG
VXGGHQ WUDQVLWLRQV� DV WKH\ KDYH IRU WKH UDSLG JURZWK RI ULGH�
VKDULQJ DQG KRPH�VKDULQJ���� &LWLHV DQG FRXQWLHV PD\ EHODWHGO\
DWWHPSW WR UHJXODWH WKHVH QHZ LQGXVWULHV LQ D YDULHW\ RI ZD\V�
DQG WKH LQGXVWULHV ZLOO UHVSRQG E\ OREE\LQJ VWDWH OHJLVODWXUHV WR
SUHHPSW WKLV W\SH RI UHJXODWLRQ�

6RPH LQQRYDWRUV HQWHU QHZ PDUNHWV NQRZLQJ WKDW WKHLU
EXVLQHVV PRGHO PD\ EH RI TXHVWLRQDEOH OHJDOLW\� ZLWK WKH LQWHQW
RI FKDOOHQJLQJ DQG FKDQJLQJ H[LVWLQJ QRUPV DQG ODZV���� 7KH\

��� 6HH� H�J�� 7D\R )DEXVX\L 	 5REHUW &� +DPSVKLUH� 5HWKLQNLQJ 3HUIRUPDQFH
%DVHG 3ULFLQJ� $ &DVH 6WXG\ RI 6)3DUN� ��� 75$16� 5(6� 3$57$� 32/·<	35$&� �� ������
�FODLPLQJ WR LPSURYH RQ 6DQ )UDQFLVFR·V SULFLQJ DOJRULWKP IRU SXEOLF SDUNLQJ E\ IDFWRULQJ
LQ HODVWLFLW\ RI GHPDQG DQG WKHUHE\ SULFLQJ SDUNLQJ EDVHG RQ SUHGLFWHG GHPDQG UDWKHU
WKDQ DFWXDO GHPDQG��

��� 6HH0LULW (\DO�&RKHQ� 7KURXJK WKH /HQV RI ,QQRYDWLRQ� �� )/$� 67�8� /� 5(9�
���� ���²�� ������ �GHVFULELQJ WKH XQLTXH DVSHFWV RI HQWUHSUHQHXUVKLS DQG DUJXLQJ WKDW
WKH OHJDO V\VWHP QHHGV WR WDNH FDUH QRW WR DFW DV D GUDJ RQ LQQRYDWLRQ��

��� 6HH 2UO\ /REHO� 5HJXODWLQJ WKH 6KDULQJ (FRQRP\� 6HOI�*RYHUQDQFH� (IILFLHQF\
	 9DOXHV � �8QLY� RI 6�'� 6FK� RI /DZ� 5HVHDUFK 3DSHU 1R� ������� ������ KWWSV���SDSHUV�VV
UQ�FRP�VRO��SDSHUV�FIP"DEVWUDFWBLG ������� >KWWSV���SHUPD�FF�+3�7�)&�=@ �´5HJXODWRUV
PXVW FRQVLGHU WKH FRQWLQXHG YDOXH LQ FHUWDLQ UHJXODWRU\ UHTXLUHPHQWV LQ WKH IDFH RI D QHZ
PDUNHW PRGHO DQG FKDQJLQJ SUHIHUHQFHV DQG QRUPV�µ��

��� 6HH (OL]DEHWK 3ROOPDQ 	 -RUGDQ 0� %DUU\� 5HJXODWRU\ (QWUHSUHQHXUVKLS� ��
6� &$/� /� 5(9� ���� ���²�� ������ �GHVFULELQJ VWDUW�XS EXVLQHVVHV WKDW SODQ IURP WKH
RXWVHW WR PRELOL]H VDWLVILHG FXVWRPHUV VR WKH\ FDQ FKDQJH ODZV WKDW PD\ OLPLW WKHLU
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NQRZ WKH\ DUH FUHDWLQJ UHJXODWRU\ XQFHUWDLQW\� DQG WKH\ LQWHQG
WR ZLQ WKH ZDU RI SRSXODU RSLQLRQ EHIRUH WKH JRYHUQPHQW UHDOL]HV
ZKDW LV KDSSHQLQJ DQG FDQ UHVSRQG� DV 8EHU KDV GRQH VR
VXFFHVVIXOO\ LQ PDQ\ MXULVGLFWLRQV DQG DV SURYLGHUV RI VKDUHG
HOHFWULF VFRRWHUV DUH WU\LQJ WR GR���� 7KHVH QHZ LQGXVWULHV DUH
HQJDJLQJ LQ D W\SH RI UHJXODWRU\ DUELWUDJH���� 7KLV UDLVHV WKH
TXHVWLRQ RI KRZ ZHOO�VXLWHG H[LVWLQJ ODZV DUH WR UHJXODWLQJ QHZ
SODWIRUPV���� %\ WKH WLPH JRYHUQPHQW ERGLHV FRQVLGHU DFWLQJ� WKH
SXEOLF KDV DOUHDG\ DFFHSWHG DQG HQGRUVHG WKH QHZ EXVLQHVV
PRGHO���� %\ WKHQ� WKH WHFKQRORJ\ PD\ KDYH PRYHG DKHDG VWLOO
IXUWKHU� ZLWK DQ\ QHZ UHJXODWLRQV DGGUHVVLQJ RQO\ \HVWHUGD\·V
SUREOHPV���� MXVW DV UHJXODWLRQV GHVLJQHG IRU KRWHOV VHHP D SRRU
ILW IRU VKRUW�WHUP UHQWDOV����

0RUHRYHU� UHJXODWLRQ RI WKLV W\SH FRXOG VTXHOFK IXWXUH
LQQRYDWLRQ���� 1HZ EXVLQHVV PRGHOV KDYH XQTXHVWLRQDEO\ FUHDWHG
QXPHURXV EHQHILWV� DQG ZH GR QRW ZLVK WR SUHFOXGH HQWLUHO\ WKH

RSHUDWLRQV�� 5RQDOG $� .ODLQ� 7KH 'RZQVLGH WR $OO 7KRVH 6FRRWHUV DQG 'RFNOHVV %LNHV
$SSHDULQJ LQ 2XU &LWLHV� :$6+� 3267 �-XQH ��� ����� ���� 30�� KWWSV���ZZZ�ZDVKLQJWRQ
SRVW�FRP�RSLQLRQV�WKH�GRZQVLGH�WR�DOO�WKRVH�VFRRWHUV�DQG�GRFNOHVV�ELNHV�DSSHDULQJ�LQ�
RXU�FLWLHV�������������H���F�����I����H�������E�GG�D��E���BVWRU\�KWPO"QRUHGLUHFW 
RQ	XWPBWHUP �����D������I >KWWSV���SHUPD�FF��684�/�.-@ �´>:@H KDYH ODUJHO\ VKLIWHG
WKH GHFLVLRQ�PDNLQJ DERXW KRZ SHRSOH VKRXOG JHW DURXQG RXU FLWLHV IURP SXEOLF
DXWKRULWLHV DQG SXEOLF LQYHVWPHQWV WR SULYDWH FRPSDQLHV DQG SULYDWH LQYHVWRUVµ��

��� 6HH 1LNLO 6DYDO� 7KH 6FRRWLQJ /LIH� $UH (OHFWULF 6FRRWHUV :RUWK WKH 7URXEOH"�
1(: <25.(5 �-XO\ ��� ������ KWWSV���ZZZ�QHZ\RUNHU�FRP�FXOWXUH�GHSW�RI�GHVLJQ�WKH�VFR
RWLQJ�OLIH�DUH�HOHFWULF�VFRRWHUV�ZRUWK�WKH�WURXEOH >KWWSV���SHUPD�FF�<17��0�<:@ �´:KHQ ,
DVNHG D VSRNHVSHUVRQ IRU WKH FLW\ RI 1DVKYLOOH ZK\ %LUG >VFRRWHUV@ GLG LW WKLV ZD\� VKH VXJJHVWHG
WKDW LW IROORZHG ULGH�VKDULQJ FRPSDQLHV· ¶GRQ·W DVN IRU SHUPLVVLRQ� DVN IRU IRUJLYHQHVV· PRGHO�µ��
FI�'DYLGVRQ 	 ,QIUDQFD� VXSUD QRWH ��� DW ���²�� �VXJJHVWLQJ WKDW WKLV DSSURDFK DOVRPD\ OHDG
WR FROODERUDWLRQ EHWZHHQ EXVLQHVV DQG JRYHUQPHQW��

��� 6HH� H�J�� /REHO� VXSUD QRWH ��� ���²�� �GLVFXVVLQJ ZD\V LQ ZKLFK QHZ SODWIRUPV
VHHN WR DYRLG WKH DSSOLFDWLRQ RI H[LVWLQJ ODZV WKDW ZHUH GHVLJQHG WR DGGUHVV VRPHZKDW
GLIIHUHQW SUREOHPV��

��� ,G� DW ��� �´>,@W LV ERWK WUXH WKDW WKH SODWIRUP VKRXOG EH XQGHUVWRRG LQ OLJKW RI
EDVLF OHJDO SULQFLSOHV WKDW H[LVWHG EHIRUH LWV ULVH DQG WKDW � � � WKHUH LV VRPHWKLQJ QHZ DQG
XQLTXH DERXW WKH ODZ RI WKH SODWIRUP�µ��

��� 6HH� H�J�� (ULF %LEHU HW DO�� 5HJXODWLQJ %XVLQHVV ,QQRYDWLRQ DV 3ROLF\ 'LVUXSWLRQ�
)URP WKH0RGHO 7 WR $LUEQE� ��9$1'�/�5(9� ����� ������� ������ �GLVFXVVLQJ GLIIHUHQW ZD\V
WKLV SUREOHP FDQ DULVH DQG GLIIHUHQW PHWKRGV RI DGGUHVVLQJ LW�� )RU DQ LQWHUHVWLQJ
LQWHUQDWLRQDO FRPSDULVRQ� VHH 6KLWRQJ 4LDR� 'HDOLQJ ZLWK ,OOHJDO +RXVLQJ� :KDW &DQ 1HZ
<RUN &LW\ /HDUQ IURP 6KHQ]KHQ"� �� )25'+$0 85%� /�-� ���� ��� ������ �GLVFXVVLQJ LOOHJDO
KRXVLQJ XQLWV LQ 6KHQ]KHQ� &KLQD� WKDW KDYH EHFRPH VR SRSXODU³KRXVLQJ RYHU HLJKW PLOOLRQ
SHRSOH³WKDW LW ZRXOG EH IXWLOH WR FUDFN GRZQ RQ WKHP SRVW KRF��

��� 6HH� H�J�� *UHJRU\ 0� 6WHLQ� 7KH ,PSDFW RI $XWRQRPRXV 9HKLFOHV RQ 8UEDQ
/DQG 8VH 3DWWHUQV� �� )/$� 67� 8� /� 5(9� �IRUWKFRPLQJ ����� �GHVFULELQJ WKH ULVNV DQG
EHQHILWV RI JRYHUQPHQW DFWLRQ ZKLOH D WHFKQRORJ\ LV UDSLGO\ HYROYLQJ��

��� 6HH� H�J�� 0LOOHU� VXSUD QRWH ���� DW ��� �´>7@KH XQLTXH LQWLPDF\ DQG LQIRUPDOLW\
RI WKH VKDULQJ HFRQRP\ PDNH WUDGLWLRQDO UHJXODWLRQ XQOLNHO\ WR VXFFHHGµ��

��� 6HH 6XQGDUDUDMDQ� VXSUD QRWH ���� DW ��� �´2IWHQ� FURZG�EDVHG SURYLGHUV
DQG WKH SODWIRUPV WKDW HQDEOH WKHP HPHUJH ZLWKRXW IRUPDO JRYHUQPHQW DSSURYDO� ,W LV
FULWLFDO WKDW WKLV ¶H[SHULPHQWDO· QDWXUH RI LQQRYDWLRQ LV SUHVHUYHG�µ��
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DELOLW\ WR EXLOG RQ WKHVH JDLQV���� ,QQRYDWLYH WHFKQRORJLHV ZLOO
FRQWLQXH WR ODS UHJXODWRUV· FDSDFLWLHV WR UHJXODWH WKHP���� 7R WKH
H[WHQW UHJXODWRUV GR DGRSW QHZ ODZV� WKRVH ODZV PD\ QHHG WR
FKDQJH DV UDSLGO\ DV WKH WHFKQRORJ\ WKDW PRWLYDWHG WKHP����

7KLV VXJJHVWV WKDW WKH SULYDWH VHFWRU� DQG HVSHFLDOO\
WKHVH QHZ LQGXVWULHV WKHPVHOYHV� ZLOO SOD\ D ODUJH UROH LQ
GHWHUPLQLQJ ZKDW QHZ QRUPV GHYHORS DQG KRZ WKH OHJDO V\VWHP
ZLOO UHVSRQG WR WKHVH QRUPV���� (DUOLHU� , VXJJHVWHG WKDW SULYDWH
UHGLVWULEXWLYH DFWLRQ GHVLJQHG WR PLWLJDWH ULVLQJ LQHTXDOLW\ PD\
EH PRUH SROLWLFDOO\ SDODWDEOH WKDQ SXEOLF DFWLRQ ZLWK WKH VDPH
JRDOV� %XW LW LV LPSRUWDQW WR UHFRJQL]H WKDW VRPH SXEOLF DFWLRQ
ZLOO EH OLWWOH PRUH WKDQ D UHVSRQVH WR DJJUHVVLYH� VHOI�LQWHUHVWHG
DFWLRQ E\ SULYDWH DFWRUV IURP WKH QHZ HFRQRP\� ,Q FDVHV VXFK DV
WKLV� SULYDWH DFWLYLW\ PD\ VHUYH DV D GLUHFW FKDOOHQJH WR SXEOLF
QRUPV DQG PD\ VHHN WR FKDQJH RU GLVUHJDUG WKHP� 7KH PDUNHW
GLVUXSWHU PD\ EH KRVWLOH WR DQ\ UHGLVWULEXWLRQ WKDW FRXOG
XQGHUFXW LWV EXVLQHVV PRGHO DQG GLVDSSRLQW LWV VKDUHKROGHUV� ,Q
VHWWLQJV VXFK DV WKHVH� WR WKH H[WHQW UHVWULFWLRQV DUH PHULWHG�
RQO\ SXEOLF UHVWULFWLRQV ZLOO EH HIIHFWLYH� $QG E\ WKH WLPH
JRYHUQPHQW HQWLWLHV FRQVLGHU WKHP� LW PD\ DOUHDG\ EH WRR ODWH����

3XEOLF SROLF\ PDNHUV PXVW UHPHPEHU WKDW WKH\ DUH WU\LQJ WR
DFKLHYH WZR JRDOV WKDW DUH SDUWLDOO\ LQFRPSDWLEOH� )LUVW� WKH\ ZDQW
WR HQFRXUDJH DQG IDFLOLWDWH WHFKQRORJLFDO DGYDQFHV� ZKLFK DUH
EHFRPLQJ PRUH UHYROXWLRQDU\ DQG PRUH UDSLG� 0DQ\ RI WKHVH
GHYHORSPHQWVZLOO SURYH WR EH LQHYLWDEOH� DQG LWPD\ EH VKRUW�VLJKWHG
DQG IXWLOH WR DWWHPSW WR LPSHGH WKHP���� /RFDOLWLHV DQG QDWLRQV WKDW
VXSSRUW LQQRYDWLRQ ZLOO EHQHILW ZKLOH RWKHUV IDOO EHKLQG�

��� 6HH 6KDSLUR 	 0F'RQDOG� VXSUD QRWH ���� DW ��� �´>,@W·V KDUG WR LQQRYDWH
ZKHQ LQQRYDWLRQ LWVHOI LV LOOHJDO�µ��

��� 6HH &RKHQ� VXSUD QRWH ��� DW ��� �´/DZ IRU WKH SODWIRUP HFRQRP\ LV DOUHDG\
EHLQJ ZULWWHQ³QRW YLD GLVFUHWH� SXUSRVLYH FKDQJHV� EXW UDWKHU YLD WKH RUGLQDU\�
XQFRRUGLQDWHG EXW VHOI�LQWHUHVWHG HIIRUWV RI LQIRUPDWLRQ�HFRQRP\ SDUWLFLSDQWV DQG WKH
ODZ\HUV DQG OREE\LVWV WKH\ HPSOR\�µ��

��� 6HH� H�J�� *LRYDQQL 4XDWWURQH HW DO�� :KR %HQHILWV IURP WKH ´6KDULQJµ
(FRQRP\ RI $LUEQE"� DW �� ������� KWWSV���SDSHUV�VVUQ�FRP�VRO��SDSHUV�FIP"DEVWUDFWBLG 
������� >KWWSV���SHUPD�FF���40���04@ �´2XU DWWHPSW FRQWULEXWHV WR WKH JHQHUDO LGHD RI
¶DOJRULWKPLF UHJXODWLRQ�· ZKLFK DUJXHV IRU WKH DQDO\VLV RI ODUJH VHWV RI GDWD WR SURGXFH
UHJXODWLRQV WKDW DUH UHVSRQVLYH WR UHDO�WLPH GHPDQGV�µ��

��� 6HH '\DO�&KDQG� VXSUD QRWH ��� DW ��� �DVNLQJ ZKHWKHU WKH VKDULQJ HFRQRP\
ZLOO EHFRPH ´WKH EDVLV IRU UHGLVWULEXWLQJ UHVRXUFHV� PDUNHW SDUWLFLSDWLRQ� DQG XOWLPDWHO\
ZHDOWK WR D EURDGHU UDQJH RI LQGLYLGXDOVµ��

��� 6HH� H�J�� 0DUN )HQZLFN HW DO�� 5HJXODWLRQ 7RPRUURZ� :KDW +DSSHQV :KHQ
7HFKQRORJ\ ,V )DVWHU WKDQ WKH /DZ"� � $0�8� %86� /� 5(9� ���� ���²�� ������ �GLVFXVVLQJ
WKH GLIILFXOW WLPLQJ LVVXHV LQ UHJXODWLQJ GLVUXSWLYH QHZ EXVLQHVVHV��

��� ,VDDFVRQ� VXSUD QRWH �� �´3HHU�WR�SHHU WHFKQRORJ\ PD\ EH GLVUXSWLYH� DQG LWV
HIIHFWV FDQ EH PHVV\� %XW LW KDV DQ LQH[RUDEOH WHQGHQF\ WR HPSRZHU SHRSOH WR ILQG³DQG
SURGXFH³QHZ RIIHULQJV WKDW LPSURYH RXU OLYHV E\ UHLQIRUFLQJ WKH PRVW EDVLF UXOH RI
HQWUHSUHQHXUVKLS� ZKLFK LV WR PDNH VRPHWKLQJ WKDW SHRSOH UHDOO\ ZDQW�µ��
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6HFRQG� WKH\ PXVW ZRUN WR HQVXUH WKDW WKHVH QHZ
GHYHORSPHQWV GR QRW H[DFHUEDWH H[LVWLQJ LQHTXDOLW\ E\ IDYRULQJ
WKRVH ZKR DUH DOUHDG\ DGYDQWDJHG� 7KRVH ZKR DUH IDOOLQJ IXUWKHU
EHKLQG LQ RXU PRGHUQ HFRQRP\ PD\ EHFRPH HYHQ OHVV DEOH WR
DIIRUG QHFHVVLWLHV� LQHODVWLF SURGXFWV� DQG SXEOLF JRRGV� :LWK WKH
JURZWK RI WKH VKDULQJ HFRQRP\� PRUH DQG PRUH JRRGV DQG
VHUYLFHV ZLOO EH VXUJH SULFHG� FDXVLQJ WKHP WR EHFRPH OHVV
DIIRUGDEOH ZKHQ WKH\ DUH PRVW QHHGHG� ,Q DGGLWLRQ� HFRQRPLF
WUDQVLWLRQV ZLOO RFFXU PRUH UDSLGO\� FDXVLQJ HFRQRPLF
GLVSODFHPHQW PRUH RIWHQ DQG PRUH TXLFNO\ WKDQ LQ WKH SDVW�

$V LQFUHDVLQJO\ UDSLG WUDQVLWLRQV OHDYH VRPH SHRSOH LQ
WKHLU ZDNH� ZH QHHG WR EH DWWHQWLYH WR SRWHQWLDO LQFUHDVHV LQ
LQHTXDOLW\� 7UDQVIRUPDWLRQV VXFK DV WKHVH FDQ VHHP XQIDLU WR
WKRVH ZKR DUH OHIW EHKLQG� ZKRVH H[SHFWDWLRQV PD\ EH GDVKHG�
7KH\ DOVR FDQ OHDG WR HFRQRPLF DQG SROLWLFDO XQUHVW DQG EDFNODVK
DJDLQVW FKDQJHV WKDW PD\ EH GHVLUDEOH RYHUDOO EXW KDUPIXO WR
VRPH DORQJ WKH ZD\� 0RUHRYHU� WKRVH ZKR SURILW WRGD\ VKRXOG
UHFRJQL]H WKDW WKH\ FRXOG EH WRPRUURZ·V FDVXDOWLHV����

&21&/86,21

7HFKQRORJLFDO GHYHORSPHQWV DUH DFFHOHUDWLQJ� 7R WKH
H[WHQW WKDW WKH JURZWK RI WKH VKDULQJ HFRQRP\ OHDGV WR JUHDWHU
DQG VSHHGLHU LQQRYDWLRQ� LW FUHDWHV QXPHURXV DGYDQWDJHV� 7KH
HFRQRP\ FDQ IXQFWLRQ PRUH VPRRWKO\� DV SHRSOH KDYH JUHDWHU
DFFHVV WKDQ HYHU EHIRUH WR WKH LQIRUPDWLRQ WKH\ QHHG WR PDNH
UDWLRQDO� ZLVH HFRQRPLF GHFLVLRQV� 7UDQVDFWLRQV FRVWV VKULQN� 2YHU
WLPH� WKLV H[XEHUDQW DQG XQSUHGLFWDEOH PDUNHW ZLOO EHJLQ WR
VHWWOH� DQG PDUNHW SDUWLFLSDQWV ZLOO JURZ DFFXVWRPHG WR WKH QHZ
UXOHV JRYHUQLQJ WKH VWUXFWXUH DQG VSHHG RI HFRQRPLF PDUNHWV�

7KLV JURZWK KDV DOVR� SUHGLFWDEO\� FUHDWHG IDOORXW� 6RPH
RI WKHVH UHSHUFXVVLRQV FRXOG HDVLO\ FDXVH WKRVH ZKR DUH DOUHDG\
HFRQRPLFDOO\ YXOQHUDEOH WR IDOO IXUWKHU EHKLQG� WKHUHE\
H[SDQGLQJ H[LVWLQJ LQHTXDOLWLHV� 7KH JURZWK RI WKH VKDULQJ
HFRQRP\ DQG WKH LQFUHDVHG XVH RI G\QDPLF SULFLQJ KDYH OHG WR
LQFUHDVHV LQ SULFH YRODWLOLW\ DQG XQSUHGLFWDELOLW\� ZKLFK PD\
FDXVH WKRVH LQ WKH ZHDNHVW HFRQRPLF SRVLWLRQ WR VXIIHU HYHQ
PRUH� 7KLV LV RI SDUWLFXODU FRQFHUQ ZKHQ WKRVH ZKR DUH ODJJLQJ
DUH XQDEOH WR REWDLQ QHFHVVLWLHV� LQHODVWLF JRRGV� RU SXEOLF JRRGV�
7KHVH DUH WKH VHWWLQJV LQ ZKLFK JRYHUQPHQW DFWLRQ RU RWKHU
LQWHUYHQWLRQ PD\ EH ZDUUDQWHG�

��� 6HH� H�J�� 3HWHU (DYLV� :H:RUN :LOO /D\ 2II ����� :RUNHUV� 1�<� 7,0(6 �1RY�
��� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������EXVLQHVV�ZHZRUN�OD\RIIV�KWPO >KWWSV���SHU
PD�FF����$�;8�$@�
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,QQRYDWLYH GLVUXSWHUV ZRXOG EH ZLVH WR UHFRJQL]H WKH
UHVSRQVLELOLW\ WKH\ EHDU IRU PLWLJDWLQJ VRPH RI WKH GDPDJH WKHLU
FKDQJHV FDXVH WR RWKHUV� 1R RQH H[SHFWHG HDUO\ DXWRPRELOH
PDQXIDFWXUHUV WR FRPSHQVDWH EXJJ\ PDNHUV DQG IDUULHUV� $W WKH
VDPH WLPH� WRGD\·V DXWR PD\ UDSLGO\ EHFRPH WRPRUURZ·V KRUVH
DQG EXJJ\³ZKDW KDV EHFRPH RI WKH WHQV RI WKRXVDQGV RI
YLGHRFDVVHWWH UHQWDO VWRUHV WKDW EORVVRPHG LQ WKH ����V DQG
����V"³DQG WKH GXUDWLRQDO DUF RI DQ LQGXVWU\·V ULVH DQG IDOO LV
VKRUWHU WKDQ LQ WKH SDVW� 7KH PDVWHUV RI QHZ LQGXVWULHV VKRXOG
EH DWWHQWLYH WR WKH QHHGV RI WKRVH WKH\ GLVSODFH� DV D PRUDO
PDWWHU� DV D PDWWHU RI JRRG EXVLQHVV� DQG LQ UHFRJQLWLRQ WKDW
WKH\ PD\ HQG XS RQ WKH ZURQJ VLGH RI WKH QH[W LQQRYDWLRQ FXUYH
PRUH TXLFNO\ WKDQ WKH\ LPDJLQH�
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