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PASTORALISTS AND GRAZIERS ASSOCIATION OF WA INC. 
 
 
The Pastoralists and Graziers Assn of WA Inc (PGA) is a non-profit industry 
organisation established in 1907 which represents primary producers in pastoral and 
agricultural regions of Western Australia (WA).  The PGA is the only Western 
Australian State Farmer Member of the National Farmers’ Federation and participates 
in key industry and commodity groups.  The PGA has a state-wide District Committee 
structure which enables grass-root input on all policy matters.  
 
The PGA philosophy is to promote the welfare and profitability of the interests of it’s 
members through the encouragement of private enterprise.  The PGA is proud of its 
achievements and history as a leading advocate for removal of statutory interference 
in Australian agricultural commodity markets.   



  Submission to the Productivity Commission Inquiry Into                                  Page 2 
    The Australian Pigmeat Industry                                                             January 2005 
 
 
 
PPGGAA  OOPPPPOOSSEESS  CCUURRRREENNTT  WWHHEEAATT  MMAARRKKEETTIINNGG  AARRRRAANNGGEEMMEENNTTSS  
 
The PGA have taken an interest in the Pigmeat Industry Inquiry due to our 
fundamental opposition to the current wheat marketing arrangements. The PGA has 
long lobbied for the dismantling of single desk arrangements believing that they are 
not of benefit to wheat growers or our customers, in particular our domestic customers 
which seem to get ignored at the expense of export marketing, which makes up the 
biggest percentage of total wheat sales.  
 
The PGA believe Single Desk system is not an advantage to domestic users (or indeed 
Australian growers) for the following reasons: 
 
 
1. In times of grain shortage (e.g. drought) domestic prices  

  have not been at export parity prices 
 
In the PGA submission to the Productivity Commission Inquiry into National 
Competition Policy in June 2004 we raised the issue of feed industries suffering at the 
expense of the single desk system due to lack of export parity.  
 

This issue came to a head during the drought of 2002/03 where shortages of 
grain caused extreme prices and it is claimed the AWB Ltd. used their export 
power to restrict domestic supply and inflated the price for domestic grain 
buyers.   
 
Dairy Australia adviser John O'Connor 1said the AWB had set its domestic 
feed grain prices during the 2002-03 drought at levels well above export 
parity and, for a significant period, above import parity. He said those prices 
could not have been sustained without the AWB's monopoly export power and 
had only moderated after feed-grains users moved to import their own grain. 
As well as charging excessive prices during the drought it is believed, the 
AWB had restricted the volumes available to feed-grain users and failed to 
provide customers with information about quantities of wheat in store.  
 
Other industries who rely on feed grains have supported the dairy farmers in 
their claim. The Livestock Feed Grain Users Group recently said the AWB had 
used its position to generate windfall profits during drought at the expense of 
livestock producers. The Dairy and Chicken meat industry consume 5 million 
tonnes of various grains per annum. All grain feed buyers should be afforded 
a fair and open market system… 
 

                                                 
1 Formed part of the submission made by Livestock Feed Grain Users Group as reported in the Stock and Land on 9/6/04 
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2. Lack of Risk Management Services for Domestic Feed users   

who have surplus feed are forced to sell to AWB to quit stocks  
 

Domestic Feed users cannot afford to be ‘long’ in the market (i.e. hold more stocks 
than they need) as there is not competition for who will buy excess stock (AWB Ltd 
have monopoly so they are only option). This means they are forced to buy ‘hand-to-
mouth’ and are at the mercy of AWB if there is a shortage in the market.  

 
 

3. AWB under current system have no obligation to domestic feed 
users despite them being a major customer of growers 

 
AWB’s main concern is to the export pool and they have long term supply contracts 
with customers which they will fill first and domestic customer come a poor second. 
In times of shortage (drought, end of season etc.) the AWB can take advantage of 
domestic buyers and inflate the price of grain which often doesn’t even flow back to 
growers (as they sell to the pool). 
 
 
4. Wheat Marketing Arrangements do not meet National Competition  

Policy (NCP) principles yet domestic feed users have been forced to 
comply with NCP (e.g. dairy industry) 

 
Background to National Competition Policy and Wheat  
Marketing Arrangements 
 
Under the guiding principle set out in the Government’s Competition Policy 
Agreements, legislation should not restrict competition unless it can be demonstrated 
that the benefits of the restriction to the community as a whole outweigh the costs, 
The current president of the NCC, Wendy Craik said “A public interest test in NCP 
allows restrictions in legislation to be retained where they are in the public 
interest...The case needs to be made robustly, but the provision is there.”2 
 
In 2000 the Minister for Agriculture announced a National Competition Review into 
the Wheat Marketing Act 1989. The review was conducted by a three-person panel as 
part of the NCP review process. The review was to determine whether the single desk 
arrangements for wheat provide an overall net benefit for Australia, including to rural 
and regional communities. 

                                                 
2 Source: Speech given by Dr Wendy Craik at the WA Farmers Federation Annual conference in Perth ,March 2004  
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The 2000 Review Committee sought tangible evidence on the magnitudes of such 
benefits, costs and overall effects. The 2000 Review concluded that:  

 
Based on the assessments examined by, and undertaken for, the Committee in 
its consideration of the ‘public benefit’ test, the Committee concludes it has 
not been presented with, nor could it find, clear, credible, and unambiguous 
evidence that, on balance, the current arrangements for the marketing of 
export wheat are of net benefit to Australian wheat growers or to the 
Australian community. The NCP guidelines place the burden of proof of net 
benefit on those arguing for the retention of anti-competitive legislation3. 

 
 
While the Committee recommended that the ‘single desk’ be retained until the 
scheduled review in 2004 by the Wheat Export Authority (WEA) of AWB 
International’s operation of the ‘single desk’. They recommended the main purpose 
and implementation of the 2004 review should be changed so that it provides one final 
opportunity for a compelling case to be compiled that the ‘single desk’ delivers a net 
benefit to the Australian community. In this conclusion the committee also said “if no 
compelling case can be made by the time of the 2004 review, that there is a net public 
benefit, then the ‘single desk’ should be discontinued”. The Committee has also made 
several recommendations on the introduction of competition into the current system.   
 
 
Government Response to 2000 NCP Review  
 
The Government baulked on implementing all the recommended changes by declaring 
in April 2001 that they would retain the single desk and that it would not conduct the 
2004 Review under NCP Principles. Mr Truss, the Minister for Agriculture, 
confirmed this when he released the Terms of Reference for the 2004 Wheat Review 
Panel (see Appendix 4). In a media release dated 23rd Dec 2003, Mr Truss said “the 
Reviews Terms of References clearly indicate that the review is not an investigation of 
Australia’s single desk arrangements, nor will it seek to duplicate the National 
Competition Policy Review held in 2000.” 
 
 
Federal Government has failed to apply National Competition Principles  
to Wheat Marketing Arrangements 
 
The government are avoiding the issues of the net benefits of the wheat single desk in 
the current 2004 review. The NCC confirmed the Commonwealth had not met its 
CPA clause 5 obligation relating to the regulation of wheat export marketing in their 
2003 Annual Assessment. The PGA believes the current NCP Inquiry needs to  
                                                 
3 Pg 142, National Competition Policy Review of the Wheat Marketing Act 1989, M.Irving AM, J. Arney & Prof B.Linder, Dec 
2000 
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investigate this and demand that the recommendations Irving et al. gave after the 2000 
Review should be implemented immediately. There is no conclusive evidence that the 
single desk delivers net benefits to the Australian grain growers or the Australian 
economy. Unless net benefit can be proved the public benefit test set down by the 
NCP cannot be used as a reason to retain our current wheat marketing arrangements.  
 
 
ADDITIONAL INFORMATION 
 
Verbal Submission to Productivity Commission in Perth on 28th January, 2005 –
other relevant comments are made in this submission which add further weight to our 
argument that the current monopoly wheat and prescribed grains marketing systems 
are detrimental to intensive livestock feed industries and of no benefit to grain 
growers either.  
 
 
Please find attached another relevant document to the inquiry  
 
Australian Wheat It’s Time for Choice, A submission to the Independent Review 
Committee reviewing the Wheat Marketing Act 1989 under National Competition 
Policy, August 2000, Joint Industry Submission Group. The names of all the 
participants of the Joint Industry Submission Group is listed on page iv in the 
introduction of the submission.  
 
The Commission will find Chapter 6 (pg 62-70) most relevant to this inquiry as if 
refers to the intensive livestock feed industries and the implications of the single desk 
system for these industries.  
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LQGXVWU\� UHVXOWLQJ LQ DQWLFRPSHWLWLYH DQG LQHIILFLHQW RXWFRPHV�

� 7KH LQWHQGHG EHQHILFLDULHV� ZKHDW JURZHUV� DUH LQ IDFW SHQDOLVHG� 7KH

HYLGHQFH WKDW WRWDO UHYHQXHV DUH HQKDQFHG WKURXJK D ¶VLQJOH GHVN· LV

DPELJXRXV DQG DQ\ DGYDQWDJH LV VPDOO DW EHVW� &RVWV WR WKH ZKHDW LQGXVWU\�

SDUWLFXODUO\ JURZHUV� DUH LQFUHDVHG VXEVWDQWLDOO\ DQG WKLV LV FHUWDLQ�

� $ FRPSHWLWLYH DQG FRQWHVWDEOH PDUNHW� RSHUDWLQJ LQ D IUDPHZRUN RI

DSSURSULDWH UHJXODWLRQ� FRXOG GHOLYHU WKH LQWHQGHG EHQHILWV RI WKH :KHDW

0DUNHWLQJ $FW� DV ZHOO DV DGGLWLRQDO EHQHILWV IRU WKH $XVWUDOLDQ

FRPPXQLW\�

7KH -RLQW ,QGXVWU\ 6XEPLVVLRQ *URXS VXEPLWV WKH IROORZLQJ�

�� ,I WKH ,QGHSHQGHQW 5HYLHZ &RPPLWWHH FRQFXUV ZLWK WKHVH ILQGLQJV LW

UHFRPPHQGV WKH UHPRYDO RI WKH UHVWULFWLRQV RQ ZKHDW H[SRUWV WKDW DUH

FRQWDLQHG LQ WKH :KHDW 0DUNHWLQJ $FW�

�� 7KH FRPPLWWHH VKRXOG H[DPLQH WKH UHJXODWRU\ IUDPHZRUN LQ WKH FRQWH[W

RI SULQFLSOHV RI JRRG SXEOLF DGPLQLVWUDWLRQ DQG UHFRPPHQG�

² WKH UHPRYDO RI DQ\ UHJXODWRU\ SRZHUV IURP WKH FRQVROLGDWHG $:% WKDW

PD\ EH D FDUU\RYHU IURP WKH SUHYLRXV VWDWXWRU\ DXWKRULW\�

² WKH VHWWLQJ XS RI DQ LQGHSHQGHQW ERG\ WR RYHUVHH DSSURSULDWH UHJX�

ODWRU\ IXQFWLRQV SHUWDLQLQJ WR WKH ZKHDW LQGXVWU\ �WKLV ERG\ ZRXOG

RYHUVHH WKH DSSURSULDWH IUDPHZRUN EXW WKH SURYLVLRQ RI VHUYLFHV

WKURXJKRXW WKH VXSSO\ FKDLQ� LQFOXGLQJ H[SRUW VHUYLFHV� ZRXOG EH

FRQWHVWDEOH�� DQG

² WKH HVWDEOLVKPHQW RI DQ DSSURSULDWH DSSHDOV PHFKDQLVP IRU DJJULHYHG

SDUWLHV�

�� ,Q DOO FRQVLGHUDWLRQV RI UHJXODWLRQ SHUWDLQLQJ WR WKH ZKHDW LQGXVWU\� WKH

GHILQLWLRQ RI WKH ZKHDW LQGXVWU\ VKRXOG EH EURDGHQHG WR LQFOXGH DOO VHFWRUV

³ HQG XVHUV� VHUYLFH SURYLGHUV� SRWHQWLDO HQWUDQWV� DV ZHOO DV JURZHUV�
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8LI LYVHPIW 8S GPIEV XLIQ VIUYMVIW TVSZMRK E PSX |

�
1EVOIX TS[IV 4VSZMRK XLEX XLI %;& LEW QEVOIX TS[IV ERH MW YWMRK MX XS

VEMWI XLI EZIVEKI I\TSVX TVMGI �GLETXIV ��

�
(SQIWXMG WYTTP]

GLEMR GSWXW

4VSZMRK XLEX XLI %;&
W QSRSTSP] MW RSX EHZIVWIP] EJJIGXMRK
HSQIWXMG WYTTP] GLEMR GSWXW �GLETXIV ��

�
+VS[IVW
 GSWXW

4VSZMRK XLEX TSSPMRK ERH DWMRKPI HIWO
 WIPPMRK EVI RSX VEMWMRK
GSWXW XS KVS[IVW SV VIWXVMGXMRK XLIMV EFMPMX] XS QEREKI XLIMV
VMWO �GLETXIV ��

�
'SWXW XS SXLIV
MRHYWXVMIW

4VSZMRK XLEX XLIVI EVI RS� SV QMRMQEP� EHZIVWI IJJIGXW SR
SXLIV MRHYWXVMIW �GLETXIV ��

�
)RZMVSRQIRXEP�
VIKMSREP 	 WSGMEP

MWWYIW

4VSZMRK XLEX XLI DWMRKPI HIWO
 JEZSYVEFP] EHHVIWWIW
IRZMVSRQIRXEP� VIKMSREP ERH WSGMEP MWWYIW �GLETXIV ��

�
8LI RIX TYFPMG
FIRIJMX XIWX

4VSZMRK XLEX XLI RIX TYFPMG FIRIJMX SJ DWMRKPI HIWO
 WIPPMRK MW
TSWMXMZI ERH WMKRMJMGERX F] TVSZMHMRK UYERXMXEXMZI IZMHIRGI
�GLETXIV ��

�
%PXIVREXMZIW

4VSZMRK XLEX XLIVI EVI RS EPXIVREXMZI QEVOIXMRK
EVVERKIQIRXW� MRGPYHMRK TEVXMEP HIVIKYPEXMSR� XLEX [SYPH
EGLMIZI XLI MQTPMGMX SFNIGXMZIW SJ XLI ;LIEX 1EVOIXMRK %GX
�GLETXIV ��
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| [LMGL [MPP FI HMJJMGYPX FIGEYWI |

� 8LI MRXIVREXMSREP [LIEX QEVOIX MW LMKLP] GSQTIXMXMZI�

� 6IWXVMGXMRK WYTTPMIW MR E QEVOIX MRZMXIW GSQTIXMXSVW XS JMPP XLI KET� ERH MW MRGSRWMWXIRX [MXL
PSRK�XIVQ QEVOIX HIZIPSTQIRX�

� 4VMGIW HMJJIV FIX[IIR QEVOIXW JSV QER] VIEWSRW ERH HS RSX MRHMGEXI QEVOIX TS[IV�

� 2S WXYHMIW LEZI HIQSRWXVEXIH E LMKLIV EZIVEKI I\TSVX VIXYVR JVSQ DWMRKPI HIWO
 WIPPMRK�

� 8LI +VEMRW 'SYRGMP SJ %YWXVEPME LEW EPVIEH] WLS[R XLEX XLIWI GSWXW MR %YWXVEPME EVI
97�� E XSRRI LMKLIV XLER MR XLI 9RMXIH 7XEXIW�

� 1SRSTSPMIW MRZEVMEFP] QIER LMKLIV GSWXW�

� 8LI GSQFMREXMSR SJ %;&
W QSRSTSP] ERH XLEX SJ FYPO LERHPIVW WXMJPIW MRRSZEXMSR ERH
MRZIWXQIRX MR XLI WYTTP] GLEMR�

� -RXVSHYGMRK GSQTIXMXMSR GSYPH VIHYGI XLIWI GSWXW F] %��r�� E XSRRI�

� +VS[IVW LEZI RS GLSMGI FYX XS HIPMZIV I\TSVX FYPO [LIEX XS XLI TSSP�

� 8LI] WLEVI XLI VMWO SJ TVMGI JEPPW FYX GERRSX EHIUYEXIP] QEREKI XLIMV MRHMZMHYEP VMWO�

� 1SWX KVS[IVW GERRSX PSGO MR TIEO MRXIVREXMSREP TVMGIW�

� D7MRKPI HIWO
 WIPPMRK MW ZIV] GSWXP] JSV KVS[IVW� 8LI] TE] ZIV] LMKL MRXIVIWX GLEVKIW�

� 4SSPMRK QIERW XLEX IRH YWIVW SJ [LIEX LEZI HMJJMGYPX] MR QEREKMRK XLIMV VMWO�

� % JYXYVIW QEVOIX MW TVIZIRXIH JVSQ JYRGXMSRMRK [IPP FIGEYWI SJ XLI QSRSTSP]�

� )RH YWIVW EVI TVIZIRXIH JVSQ UYMXXMRK WYVTPYW WXSGOW I\GITX XS XLI %;&�

� 3XLIV TPE]IVW EVI ZMVXYEPP] PSGOIH SYX SJ TVSZMHMRK I\TSVX QEVOIXMRK WIVZMGIW�

� +VS[IVW
 MREFMPMX] XS PSGO MR TVMGIW MQTIHIW XLIMV EFMPMX] XS MRZIWX MR IRZMVSRQIRXEPP]
WSYRH TVEGXMGIW�

� ,EPJ SJ %YWXVEPME
W [LIEX KVS[IVW EVI RSX QEOMRK E JEVQ FYWMRIWW TVSJMX�

� (MZIVKIRGI FIX[IIR %;& WLEVILSPHIVW ERH TSSP WYTTPMIVW [MPP MRGVIEWI HMZMWMSRW
EQSRK KVS[IVW EW [MPP JEVQIVW
 PEGO SJ GLSMGI MR QEVOIXMRK�

� -X QYWX FI HIQSRWXVEXIH XLEX XLI EZIVEKI VIXYVR XS KVS[IVW MW WMKRMJMGERXP] LMKLIV
YRHIV DWMRKPI HIWO
 WIPPMRK XLER YRHIV GSQTIXMXMZI QEVOIXMRK ERH XLEX XLIWI FIRIJMXW
WMKRMJMGERXP] SYX[IMKL ER] GSWXW XS SXLIV WIGXSVW�

� 8LI QIXLSHSPSK] TVSTSWIH JSV XLMW VIZMI[ [MPP RSX FI EFPI XS HIQSRWXVEXI XLMW�

� 'PEMQIH FIRIJMXW SJ XLI DWMRKPI HIWO
 WYGL EW TVSHYGX HMJJIVIRXMEXMSR ERH RMGLI
QEVOIXMRK GER QSVI ETTVSTVMEXIP] FI EGLMIZIH F] GSQTIXMXMZI QEVOIXMRK�

� ;MXLMR E JVEQI[SVO SJ ETTVSTVMEXI VIKYPEXMSR XLIVI EVI WIZIVEP EPXIVREXMZIW XS XLI
I\TSVX QSRSTSP] FYX� MR EPP GEWIW� XLI %;& [SYPH VIQEMR E QENSV QEVOIXIV SJ
%YWXVEPMER [LIEX�
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8LMW�MW�E�WXSV]�EFSYX�E�FMK�VIWXVMGXMSR�SR�GSQTIXMXMSR

7KH PRQRSRO\ RQ WKH EXON H[SRUWLQJ RI $XVWUDOLDQ ZKHDW JUDQWHG E\

OHJLVODWLRQ WR $:% �,QWHUQDWLRQDO� ³ WKH VR�FDOOHG ¶VLQJOH GHVN· ³ LV D PDMRU

UHVWULFWLRQ RQ FRPSHWLWLRQ� )DUPHUV DQG DQ\RQH HOVH H[FHSW $:%

�,QWHUQDWLRQDO� DUH SURKLELWHG E\ ODZ IURP H[SRUWLQJ EXON ZKHDW XQOHVV WKH\

KDYH FRQVHQW IURP WKH :KHDW ([SRUW $XWKRULW\ �:($�� 7KDW FRQVHQW

UHTXLUHV WKH DSSURYDO RI $:% �,QWHUQDWLRQDO�� 8QGHU 1DWLRQDO &RPSHWLWLRQ

3ROLF\ �1&3� UXOHV� LI WKLV PRQRSRO\ SRZHU ³ QRZ DVVLJQHG WR D SULYDWH

FRPSDQ\ ZLWK QR VXQVHW FODXVH ³ LV WR FRQWLQXH� WKH ,QGHSHQGHQW 5HYLHZ

&RPPLWWHH ZLOO KDYH WR FRQFOXGH RQ WKH EDVLV RI HYLGHQFH SUHVHQWHG WR LW DQG

IURP LWV RZQ LQYHVWLJDWLRQV WKDW WKLV UHVWULFWLRQ GHFLVLYHO\ SDVVHV WKH QHW

SXEOLF EHQHILW WHVW DQG WKDW WKHUH DUH QR RWKHU OHVV UHVWULFWLYH ZD\V RI

DFKLHYLQJ WKH REMHFWLYHV XQGHUO\LQJ WKH :KHDW 0DUNHWLQJ $FW�

7KH ¶VLQJOH GHVN· LV ORQJVWDQGLQJ DQG WKHUH LV FRQVLGHUDEOH DWWDFKPHQW WR LW�

%XW DV WKLV UHSRUW VKRZV� WKH LPSDFW RQ WRWDO H[SRUW UHWXUQV LV DPELJXRXV DQG

VPDOO DW EHVW ZKLOH WKH LQFUHDVH LQ FRVWV LV VLJQLILFDQW DQG FHUWDLQ�

7YGL�E�VIWXVMGXMSR�QYWX�TEWW�2'4�LYVHPIW�FI]SRH�HSYFX

7R SDVV WKH QHW SXEOLF EHQHILW WHVW� SURSRQHQWV RI WKH H[LVWLQJ UHVWULFWLRQ ZLOO

QHHG WR MXPS VRPH IRUPLGDEOH KXUGOHV� 7KH\ ZLOO QHHG WR GHPRQVWUDWH WKDW�

� $:% �,QWHUQDWLRQDO� KDV VLJQLILFDQW PDUNHW SRZHU LQ PDMRU PDUNHWV DQG

LV XVLQJ WKLV PDUNHW SRZHU DV D SULFH GLVFULPLQDWLQJ PRQRSROLVW RU RWKHU

PHDQV WR DFKLHYH D KLJKHU DYHUDJH H[SRUW UHWXUQ IURP DOO SRRO ZKHDW VDOHV

FRPSDUHG ZLWK WKH UHWXUQ IURP D FRPSHWLWLYH PDUNHW V\VWHP�

� WKH VWRUDJH� KDQGOLQJ DQG WUDQVSRUW FRVWV IURP IDUP JDWH WR YHVVHO DUH QRW

DGYHUVHO\ DIIHFWHG RU DUH RQO\ PDUJLQDOO\ KLJKHU WKDQ XQGHU FRPSHWLWLYH

PDUNHWLQJ�

� QHW UHWXUQV WR JURZHUV DUH GHPRQVWUDEO\ KLJKHU XQGHU ¶VLQJOH GHVN· PDUNHW�

LQJ DQG JURZHUV DUH QRW GLVDGYDQWDJHG LQ WKHLU HQGHDYRXUV WR PDQDJH

WKHLU ULVN�

� RWKHU VHFWRUV RI WKH FRPPXQLW\� HVSHFLDOO\ HQG XVHUV DQG VHUYLFH SURYLGHUV

LQ WKH GRPHVWLF PDUNHW� DUH QRW XQGXO\ GLVDGYDQWDJHG�
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� RYHUDOO� WKH EHQHILWV WR WKH ZKROH FRPPXQLW\ ³ QRW MXVW JURZHUV ³ IURP

UHWDLQLQJ WKH ¶VLQJOH GHVN· GHPRQVWUDEO\ RXWZHLJK WKH FRVWV� DQG

� WKHUH DUH QR RWKHU DOWHUQDWLYH� OHVV UHVWULFWLYH ZD\V RI DFKLHYLQJ WKH

LPSOLFLW REMHFWLYHV XQGHUO\LQJ WKH OHJLVODWLRQ�

7KH FRPPLWWHH ZLOO FRQGXFW LWV RZQ DQDO\VLV EXW WKH HYLGHQFH SUHVHQWHG LQ

WKLV VXEPLVVLRQ SRLQWV RYHUZKHOPLQJO\ WR WKHUH EHLQJ QR GHPRQVWUDEOH QHW

SXEOLF EHQHILW DQG VHYHUDO DOWHUQDWLYH ZD\V RI DFKLHYLQJ DSSDUHQW REMHFWLYHV�

6KRXOG WKH FRPPLWWHH FRQFXU ZLWK WKHVH FRQFOXVLRQV LW KDV RQO\ RQH

DOWHUQDWLYH� ,W PXVW� XQGHU 1&3� UHFRPPHQG WKH UHPRYDO RI WKH UHVWULFWLRQ�

7KH IHGHUDO JRYHUQPHQW LV WKHQ REOLJHG XQGHU WKH &RPSHWLWLRQ 3ULQFLSOHV

$JUHHPHQW WR HQDFW FRUUHVSRQGLQJ FKDQJHV WR WKH:KHDW 0DUNHWLQJ $FW ����

DV DPHQGHG LQ ����� SXWWLQJ DQ HQG WR ¶VLQJOH GHVN· PDUNHWLQJ DUUDQJHPHQWV�

%TTVSTVMEXI�VIKYPEXMSR�MW�XLI�ERW[IV���RSX�RS�VIKYPEXMSR

5HPRYLQJ WKH UHVWULFWLRQ RQ ZKHDW H[SRUWV GRHV QRW PHDQ KDYLQJ QR UHJX�

ODWLRQ� :KDW LV QHHGHG LV DSSURSULDWH UHJXODWLRQ FRQVLVWHQW ZLWK FRPSHWLWLYH

PDUNHWLQJ RI $XVWUDOLDQ ZKHDW RYHUVHDV DQG FRPSHWLWLYH QHXWUDOLW\ DPRQJ

ILUPV HQJDJLQJ LQ WUDGH� 7KH VWURQJ SRLQWV RI WKH FXUUHQW V\VWHP ZRXOG EH

PDLQWDLQHG E\ DSSURSULDWH UHJXODWLRQ� 7KH $:% ZRXOG UHPDLQ D IRUPLGDEOH

FRPSHWLWRU LQ WKH PDUNHW DQG SRROLQJ DUUDQJHPHQWV ZRXOG� XQGRXEWHGO\�

FRQWLQXH� 7KH ELJ GLIIHUHQFH ZRXOG EH WKDW JURZHUV ZRXOG EH IUHH WR FKRRVH WR

PDUNHW WKHLU ZKHDW DV WKH\ VDZ ILW� ,QGHHG� WKH\ ZRXOG KDYH WKH FKRLFH RI

VHYHUDO EX\HUV DQG SRROV UDWKHU WKDQ MXVW WKH QDWLRQDO SRRO IRU H[SRUW ZKHDW�

3FNIGXMZIW�SJ�XLI�DWMRKPI�HIWO
�EVI�QER]�ERH�QSZMRK

7KH REMHFWLYHV VHW IRU FRPSXOVRU\ FROOHFWLYH PDUNHWLQJ KDYH VKLIWHG FRQVLGHU�

DEO\ RYHU WKH \HDUV� )LIW\ \HDUV DJR DQ REMHFWLYH ZDV WR FRQWURO PLGGOHPHQ�

&RQWHPSRUDU\ REMHFWLYHV LQFOXGH FRPEDWLQJ FRUUXSW ZRUOG PDUNHWV� UHWDLQLQJ

IUHLJKW UDWH SUHPLXPV DQG SURPRWLQJ UHJLRQDO VWDELOLW\ DQG FRPPXQLW\

KDUPRQ\� 0DQ\ RI WKHVH VKLIWLQJ REMHFWLYHV DSSHDU WR EH ZD\V RI UDWLRQDOLVLQJ

WKH DUUDQJHPHQWV WR ILW DURXQG SUHYDLOLQJ LVVXHV�

1EVOIX�TS[IV�MW�XLI�SRP]�SFNIGXMZI�[MXL�ER]�GVIHMFMPMX]

7KH RQO\ UREXVW REMHFWLYH UHODWHV WR WKH HQKDQFHG FDSDFLW\ RI D VLQJOH VHOOHU RI

$XVWUDOLDQ ZKHDW WR VHFXUH D KLJKHU DYHUDJH SULFH IURP H[SRUW VDOHV WKDQ

ZRXOG KDSSHQ LI WKHUH ZHUH PDQ\ VHOOHUV ³ WKH VR�FDOOHG PDUNHW SRZHU

REMHFWLYH�
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%XW WR XVH PDUNHW SRZHU «

)RU DQ RUJDQLVDWLRQ WR KDYH PDUNHW SRZHU LQ RQH RU PRUH PDUNHWV LW PXVW�

� KDYH D VXEVWDQWLDO VKDUH RI WKH PDUNHW�

� FRPPDQG D PDUNHW SRVLWLRQ ZKHUHE\ FRPSHWLQJ VXSSOLHUV FDQQRW XQGHU�

PLQH LWV DWWHPSWV WR FRQWURO VXSSO\�

� EH IDFLQJ VHYHUDO PDUNHWV WKDW DUH SULFH UHVSRQVLYH WR VXSSO\ FKDQJHV VR

WKDW FXWWLQJ EDFN VXSSO\ ZRXOG UDLVH SULFHV LQ WKRVH PDUNHWV� DQG

� KDYH IXOO NQRZOHGJH RI DOO PDUNHWV· SULFH UHVSRQVHV �GHPDQG HODVWLFLWLHV� DV

ZHOO DV IXOO NQRZOHGJH RI FRPSHWLWRUV· UHVSRQVHV�

« \RX QHHG WR KDYH LW «

,QWHUQDWLRQDO ZKHDW PDUNHWV DUH KLJKO\ FRPSHWLWLYH� ZLWK FRQVWDQW G\QDPLF

DGMXVWPHQW DV EX\HUV DQG VHOOHUV VHHN WR GLVFRYHU PDUNHW LQIRUPDWLRQ� $VVXPH

WKDW GHPDQG HODVWLFLWLHV GR GLIIHU DFURVV PDUNHWV� 7R H[SRUW XQGHU WKHVH

FLUFXPVWDQFHV� D VLQJOH VHOOHU ZRXOG QHHG WR NQRZ KRZ PXFK WKH SULFH ZRXOG

LQFUHDVH LI VXSSOLHV ZHUH ZLWKKHOG RQ VRPH PDUNHWV DQG KRZ PXFK SULFHV

ZRXOG IDOO RQ WKRVH PDUNHWV ZKHUH WKH GLVSODFHG SURGXFW ZDV VROG� 7KLV

LQIRUPDWLRQ ZRXOG EH QHHGHG IRU DOO PDUNHWV DQG ZKHDW W\SHV� 7KH

LQIRUPDWLRQ GHPDQGV ZRXOG EH KXJH DQG WKH ULVNV RI JHWWLQJ LW ZURQJ ZRXOG

EH KLJK� ,I VXSSO\ ZHUH ZLWKKHOG� VRPH PDUNHWV PLJKW EH ORVW FRPSOHWHO\ DQG�

LQ PDUNHWV ZKHUH WKH GLVSODFHG SURGXFW ZDV VROG� WKHUH ZRXOG DOZD\V EH WKH

FKDQFH WKDW SULFH ZRXOG IDOO E\ PRUH WKDQ MXVW D OLWWOH �FKDUW ��� 7KDW D ¶VLQJOH

VHOOHU· ³ QR PDWWHU KRZ FRPSHWHQW ³ FRXOG KDYH DOO WKLV LQIRUPDWLRQ LV

EH\RQG EHOLHI�

« DQG LW VHHPV $XVWUDOLD GRHV QRW

7KH *UDLQV &RXQFLO RI $XVWUDOLD �*&$� UHFRJQLVHV ¶WKH $XVWUDOLDQ ZKHDW

LQGXVWU\·V LQKHUHQW PDUNHW SRZHU GHILFLHQFLHV· �+RRNH ����� S� LLL�� 7KXV LW LV

KLJKO\ XQOLNHO\ WKDW $XVWUDOLD KDV WKH FRUH FRQGLWLRQV IRU H[HUWLQJ PDUNHW

SRZHU� 7KH ILUVW KXUGOH DOUHDG\ VHHPV WRR KLJK WR FOHDU�

3UHYLRXV VWXGLHV �*&$ ����� KDYH GHPRQVWUDWHG WKDW IRU DOO EXW D VPDOO

SURSRUWLRQ RI $XVWUDOLD·V ZKHDW H[SRUWV ³ WKH KLJK TXDOLW\ ZKHDWV ³

$XVWUDOLD GRHV QRW FRQVLVWHQWO\ JHW D SUHPLXP� $Q H[DPLQDWLRQ RI $XVWUDOLD·V

WRS �� ZKHDW PDUNHWV UHYHDOV WKDW WKH\ DUH DOO FRQWHVWDEOH DQG DQ\ DWWHPSWV

E\ $XVWUDOLD WR FXW EDFN VXSSOLHV WR UDLVH SULFHV ZRXOG EH TXLFNO\ PHW ZLWK

RWKHU VXSSOLHUV PRYLQJ LQ WR ILOO WKH JDS�

7KH ,QGHSHQGHQW 5HYLHZ &RPPLWWHH ZLOO QHHG WR EH FDUHIXO WR GLVWLQJXLVK

EHWZHHQ DQ\ SULFH SUHPLXPV WKDW DUH GXH VROHO\ WR WKH DGYHQW RI WKH ¶VLQJOH

GHVN· DQG WKRVH WKDW DUH LQKHUHQW LQ WKH TXDOLW\ RI $XVWUDOLDQ ZKHDWV RU RWKHU
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IDFWRUV VXFK DV JHRJUDSK\� ZKLFK KDYH QRWKLQJ RU YHU\ OLWWOH WR GR ZLWK ¶VLQJOH

GHVN· VHOOLQJ�

*RRG SULFHV GR QRW PHDQ PDUNHW SRZHU

$XVWUDOLDQ ZKHDW KDV VRPH LQKHUHQWO\ JRRG TXDOLWLHV DQG LQWHUQDWLRQDO EX\HUV

LQ VHYHUDO PDUNHWV SD\ SUHPLXP SULFHV IRU WKH ZKHDW EHFDXVH RI WKHVH

TXDOLWLHV� 7KHVH SUHPLXPV ZRXOG EH SDLG LUUHVSHFWLYH RI WKH PDUNHWLQJ V\VWHP�

VR ORQJ DV DQ DSSURSULDWH UHJXODWRU\ IUDPHZRUN H[LVWHG� 0DQ\ VWXGLHV KDYH

IDLOHG WR ILQG DQ\ FRQFOXVLYH HYLGHQFH WKDW WKH $:%� WKURXJK WKH ¶VLQJOH

GHVN·� KDV VLJQLILFDQW DQG FRQVLVWHQW PDUNHW SRZHU� (YHQ WKH *&$ QRWHV WKH

VOLP FKDQFH RI WKH $:% H[HUWLQJ PDUNHW SRZHU�

� % DWMRKPI HIWO
 WIPPIV GER WLS[ ER ETTEVIRX TVIQMYQ FYX FI EGXYEPP]

VIHYGMRK VIZIRYIW

8LI GSQTIXMXMZI QEVOIX TVMGI MW ���� E XSRRI� 8LI WMRKPI WIPPIV XEOIW TVSHYGX SJJ QEVOIX

% �TYWLMRK XLI TVMGI XS ���� E XSRRI� ERH WIPPW MX MR QEVOIX & ����� E XSRRI�� 8LI KEMR

MR QEVOIX % SYX[IMKLW XLI PSWW MR QEVOIX & WS XLEX XLI EZIVEKI I\TSVX VIXYVR MW �� E

XSRRI LMKLIV XLER YRHIV GSQTIXMXMZI QEVOIXMRK�

'SQTIXMXMZI QEVOIX
WMXYEXMSR

D7MRKPI HIWO
 TVMGI
HMWGVMQMREXMRK QSRSTSPMWX

'SQTIXMXMZI
TVMGI

1SRSTSPMWX
TVMGI

'EWI �� 7IPPIV LEW TIVJIGX MRJSVQEXMSR

%ZIVEKI TVMGI TVIQMYQ

3FWIVZIH
����X
TVIQMYQ

���

���

���

��X

���

4VMGI
VIWTSRWMZI
QEVOIX

%

%FWSVTXMZI
QEVOIX

&

4VMGI
VIWTSRWMZI
QEVOIX

%

%FWSVTXMZI
QEVOIX

&

�'SRXMRYIH SR RI\X TEKI�
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« %\ YLUWXH RI WKH $XVWUDOLDQ ZKHDW LQGXVWU\·V LQKHUHQW PDUNHW SRZHU GHILFLHQFLHV

�$XVWUDOLD FDQQRW SRVVLEO\ VXSSO\ WKH HQWLUH PDUNHW� HYHQ LQ DQ\ SDUWLFXODU W\SH RI

ZKHDW� $XVWUDOLD ZLOO UHPDLQ DW D FRPSHWLWLYH GLVDGYDQWDJH LI LW UHOLHV RQ VWDWXWRU\

DUUDQJHPHQWV DORQH WR JLYH HIIHFW WR ZKDW OLWWOH PDUNHW SRZHU LW FDQ H[HUFLVH�

�+RRNH ����� S� LLL�

)UHLJKW ¶SUHPLXPV· RU WKH EHQHILWV RI EHLQJ FORVH «

,Q VHYHUDO PDUNHWV $XVWUDOLD KDV D IUHLJKW DGYDQWDJH RYHU LWV FRPSHWLWRUV�

VLPSO\ EHFDXVH LW LV FORVH WR WKHVH PDUNHWV� ,W ZLOO SUREDEO\ EH DUJXHG WR WKH

,QGHSHQGHQW 5HYLHZ &RPPLWWHH WKDW IUHLJKW GLIIHUHQWLDOV DUH IUHLJKW

¶SUHPLXPV· WKDW FDQ EH FDSWXUHG E\ RQO\ ¶VLQJOH GHVN· PDUNHWLQJ

� % DWMRKPI HIWO
 WIPPIV GER WLS[ ER ETTEVIRX TVIQMYQ FYX FI EGXYEPP]

VIHYGMRK VIZIRYIW �GSRXMRYIH�

4VMGI
VIWTSRWMZI
QEVOIX

%FWSVTXMZI
QEVOIX

4IVGIMZIH
TVMGI WIRWMXMZI

�EGXYEPP]
EFWSVTXMZI�

4IVGIMZIH
EFWSVTXMZI

�EGXYEPP] TVMGI
WIRWMXMZI�

%ZIVEKI TVMGI HMWGSYRX

3FWIVZIH
����X
TVIQMYQ

���

���

���

���
'SQTIXMXMZI
TVMGI

1SRSTSPMWX
TVMGI

8LI QSRSTSPMWX XLMROW QEVOIX % MW TVMGI VIWTSRWMZI FYX EGXYEPP] MX MW ER DEFWSVTXMZI


QEVOIX� 8EOMRK TVSHYGX SJJ XLMW QEVOIX VEMWIW XLI TVMGI SRP] E PMXXPI � XS ���� E XSRRI�

;LIR XLI I\XVE TVSHYGX MW WSPH MR QEVOIX &� [LMGL MW EGXYEPP] TVMGI VIWTSRWMZI� XLIVI MW E

WYFWXERXMEP TVMGI JEPP � XS ���� E XSRRI� 8LI EZIVEKI TVMGI JSV XLI QSRSTSPMWX MW ���� E

XSRRI� �� E XSRRI PIWW XLER YRHIV GSQTIXMXMZI QEVOIXMRK�

8LI VIWYPX

;MXL MQTIVJIGX MRJSVQEXMSR� XLI QSRSTSPMWX GER YRORS[MRKP] FI EGLMIZMRK E PS[IV

EZIVEKI TVMGI FYX WXMPP FI SFWIVZMRK E TVMGI TVIQMYQ ���� E XSRRI��

'SQTIXMXMZI QEVOIX
WMXYEXMSR

D7MRKPI HIWO
 TVMGI
HMWGVMQMREXMRK QSRSTSPMWX

'EWI �� 7IPPIV LEW MQTIVJIGX MRJSVQEXMSR � XLI QSRSTSPMWX KIXW MX [VSRK

% & % &

��X
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DUUDQJHPHQWV� ,W PD\ DOVR EH DUJXHG WKDW PXOWLSOH H[SRUWHUV ZRXOG ELG DZD\

WKHVH IUHLJKW GLIIHUHQWLDOV�

%XW IRU D VLQJOH VHOOHU WR EH DEOH WR H[WUDFW DOO WKH DGYDQWDJHV RI EHLQJ FORVH� LW

ZRXOG QHHG WR KDYH WKH VDPH KLJK OHYHO RI LQIRUPDWLRQ DV LW ZRXOG QHHG WR EH

DEOH WR SULFH GLVFULPLQDWH HIIHFWLYHO\� ,W ZRXOG QHHG WR NQRZ H[DFWO\ ZKDW

ZRXOG KDSSHQ WR SULFH DQG UHYHQXH LI LW ZHUH WR VKLIW SURGXFW IURP RQH �FORVH�

PDUNHW WR DQRWKHU OHVV FORVH RQH�

« DUH VKDUHG E\ ERWK VHOOHUV DQG EX\HUV «

7KH PRUH OLNHO\ RXWFRPH LV WKDW WKH EHQHILWV RI EHLQJ FORVH DUH VKDUHG

EHWZHHQ WKH FORVH FRXQWULHV ZKHWKHU WKHUH LV D VLQJOH VHOOHU RU WKHUH DUH PDQ\

VHOOHUV� 7KH F	I SULFHV VWUXFN EHWZHHQ EX\HUV DQG D VLQJOH VHOOHU UHIOHFW�

DPRQJ RWKHU WKLQJV� WKH EX\LQJ DQG VHOOLQJ RSSRUWXQLWLHV DYDLODEOH WR HDFK�

7KH VDPH ZRXOG DSSO\ LI WKHUH ZHUH PDQ\ VHOOHUV�

« ZKHWKHU WKHUH LV RQH RU WKHUH DUH PDQ\ VHOOHUV

,Q VKRUW� $XVWUDOLD·V IUHLJKW DGYDQWDJH RYHU LWV FRPSHWLWRUV LQ VRPH PDUNHWV LV

SULPDULO\ D IDFW RI JHRJUDSK\ DQG FRQIHUV EHQHILWV WR ERWK $XVWUDOLD DQG LWV

FXVWRPHUV� UHJDUGOHVV RI WKH W\SH RI PDUNHWLQJ V\VWHP�

*RRG SULFHV LQ -DSDQ UHIOHFW JRRG VHUYLFH

:KHDW VXSSOLHG WR WKH -DSDQHVH PDUNHW JHQHUDOO\ UHFHLYHV JRRG SULFHV� 7KH

-DSDQHVH )RRG $JHQF\� WKH VROH EX\LQJ DJHQF\� KDV D VSHFLDO UHTXLUHPHQW ³

VHFXULW\ RI VXSSO\ ³ DQG LV SUHSDUHG WR SD\ H[WUD IRU LW� 7KHUH LV QR UHDVRQ WR

EHOLHYH WKDW LQ D FRPSHWLWLYH PDUNHW $XVWUDOLDQ H[SRUWHUV ZRXOG JHW D ORZHU

SULFH WKDQ RWKHU VXSSOLHUV� SURYLGHG WKH\ PHW WKDW FXVWRPHU·V QHHGV RI IRRG

VHFXULW\ DQG ZHUH SUHSDUHG WR NHHS JUDLQ LQ UHVHUYH� 7KH FRVWV RI NHHSLQJ

JUDLQ LQ UHVHUYH QHHG WR EH FRQVLGHUHG LQ DQ DVVHVVPHQW RI ERWK PDUNHWLQJ

V\VWHPV�

,W LV ULVN\ WR EHKDYH DV D PRQRSROLVW «

7KH ,QGHSHQGHQW 5HYLHZ &RPPLWWHH ZLOO QHHG WR XQGHUVWDQG WKH PHFKDQLVP

$:% �,QWHUQDWLRQDO� XVHV WR H[HUW DQ\ PDUNHW SRZHU LW FODLPV WR KDYH� 7KH

RQO\ FUHGLEOH PHFKDQLVP LV SULFH GLVFULPLQDWLRQ� 7KLV PHDQV WKDW LW ZRXOG

OLPLW VXSSOLHV WR WKH UHODWLYHO\ PRUH SULFH�UHVSRQVLYH �SULFH�LQHODVWLF� PDUNHWV

DQG VHOO PRUH RQ RWKHU PDUNHWV ZKHUH LQFUHDVHG $XVWUDOLDQ VXSSOLHV PD\ KDYH

OLWWOH GDPSHQLQJ HIIHFW RQ SULFHV �HODVWLF PDUNHWV�� 7KH *&$ EHOLHYHV WKDW WKH

¶$:%·V VLQJOH GHVN VHOOHU VWDWXV HQDEOHV LW WR FRQWURO� VXSSO\ DQG SULFH

GLVFULPLQDWH EHWZHHQ PDUNHWV· �+RRNH ����� S� Y��
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« HVSHFLDOO\ LI \RX DUH QRW RQH

7KLV SURSRVLWLRQ ZLOO QHHG WR EH WKRURXJKO\ WHVWHG E\ DSSURSULDWH HFRQRPLF

DQDO\VLV DV SDUW RI WKLV UHYLHZ� 7KLV DQDO\VLV ZRXOG QHHG WR VKRZ WKDW WKH

DYHUDJH H[SRUW SULFH UHFHLYHG XQGHU ¶VLQJOH GHVN· VHOOLQJ LV VLJQLILFDQWO\ DQG

FRQVLVWHQWO\ JUHDWHU WKDQ WKH DYHUDJH H[SRUW SULFH XQGHU FRPSHWLWLYH

PDUNHWLQJ� WDNLQJ LQWR DFFRXQW GHFLVLRQV PDGH E\ $:% �,QWHUQDWLRQDO�

XQGHU XQFHUWDLQW\ DQG WKH FKDQFHV RI ¶JHWWLQJ LW ZURQJ· �VHH FKDUW ��� $V

DOUHDG\ QRWHG� DQ LQFUHGLEOH DPRXQW RI GHWDLOHG LQIRUPDWLRQ ZRXOG EH

UHTXLUHG WR GLVFULPLQDWH HIIHFWLYHO\� $ UHYLHZ RI WKH OLWHUDWXUH UHYHDOV WKDW LQ

SUDFWLFH WKHUH LV OLWWOH HYLGHQFH IURP VXFK HFRQRPLF DQDO\VHV WR VXSSRUW WKH

SURSRVLWLRQ WKDW WKH ¶VLQJOH GHVN· LV DEOH WR FRQWURO VXSSO\ DQG SULFH

GLVFULPLQDWH EHWZHHQ PDUNHWV�

3URGXFW GLIIHUHQWLDWLRQ LV D JRRG LGHD «

$ PDMRU FRQVXOWDQF\ UHSRUW RQ WKH ZKHDW LQGXVWU\ �*&$ ����� MXVWLILHG WKH

¶VLQJOH GHVN· LQ WKH FRQWH[W RI LW EHLQJ DQ LQWHJUDO SDUW RI D SURGXFW

GLIIHUHQWLDWLRQ VWUDWHJ\� ,W DUJXHG WKDW WKH ¶VLQJOH GHVN· ZDV QHHGHG WR

PDLQWDLQ DQG GHYHORS GLIIHUHQWLDWHG RU ¶EUDQGHG· $XVWUDOLDQ ZKHDW SURGXFWV

DQG WR PDUNHW WKRVH SURGXFWV LQ TXDOLW\ GLVFHUQLQJ PDUNHWV� %XW WKHUH DUH

PDQ\ LQGXVWULHV LQ $XVWUDOLD WKDW KDYH D ZLGH UDQJH RI GLIIHUHQWLDWHG SURGXFWV

DQG KDYH VXFFHVVIXOO\ GHYHORSHG PDUNHWV IRU WKHLU SURGXFWV ZLWKRXW ¶VLQJOH

GHVN· PDUNHWLQJ� /HVV WKDQ D TXDUWHU RI $XVWUDOLD·V ZKHDW H[SRUWV DUH KLJK

TXDOLW\ DQG VROG LQWR TXDOLW\ GLVFHUQLQJ PDUNHWV IRU VSHFLILF HQG XVHV �*&$

������

7KH VWRULHV EHKLQG WKH QRRGOH ZKHDW PDUNHW LQ -DSDQ DQG WKH GHYHORSPHQW RI

WKH GXUXP ZKHDW LQGXVWU\ LQ $XVWUDOLD GHPRQVWUDWH WKDW D ¶VLQJOH GHVN· LV QRW

QHFHVVDU\ IRU VXFK PDUNHWLQJ VWUDWHJLHV DQG PD\ EH D KLQGUDQFH LQ VRPH FDVHV�

« EXW LW GRHV QRW QHHG D ¶VLQJOH GHVN· WR GR LW

,Q VKRUW� D ¶VLQJOH GHVN· V\VWHP LV QRW QHFHVVDU\ WR PDLQWDLQ DQG GHYHORS D

SURGXFW GLIIHUHQWLDWLRQ VWUDWHJ\� ,QGHHG� LW FRXOG EH PRUH IRUFHIXOO\ DUJXHG

WKDW WKH TXDOLWLHV RI FUHDWLYLW\ DQG IOH[LELOLW\ QHHGHG WR GHYHORS PDUNHWV IRU

GLIIHUHQWLDWHG SURGXFWV DUH PRUH OLNHO\ WR EH IRXQG LQ SULYDWH ILUPV RU

FRRSHUDWLYH JURXSV� $OVR� WKHUH LV D ORJLFDO LQFRQVLVWHQF\ EHWZHHQ UHVWULFWLQJ

VXSSOLHV WR D PDUNHW DV D SULFH GLVFULPLQDWLQJ PRQRSROLVW� DQG PDUNHW

GHYHORSPHQW WKDW DLPV WR H[SDQG WKH PDUNHW�

7KH ¶VLQJOH GHVN· LV QR KHOS DJDLQVW H[SRUW VXEVLGLHV «

,W PLJKW EH DUJXHG WR WKH ,QGHSHQGHQW 5HYLHZ &RPPLWWHH WKDW WKH ¶VLQJOH

GHVN· PDUNHWLQJ RI ZKHDW LV QHHGHG WR FRXQWHUDFW WKH H[SRUW VXEVLGLHV DQG WKH
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¶XQOHYHO SOD\LQJ ILHOG·� ZKLFK FKDUDFWHULVH WKH LQWHUQDWLRQDO ZKHDW PDUNHW� %XW

WKH PHFKDQLVPV XVHG IRU DQ\ VXFK FRXQWHUDFWLRQ UHPDLQ WR EH H[SODLQHG�

:KHQ WUDGH LQWHUYHQWLRQV VXFK DV H[SRUW VXEVLGLHV RFFXU WKH RQO\ LPPHGLDWH

VWUDWHJ\ LV WR WDNH WKHP DV D ¶IDFW RI OLIH· DQG DYRLG WKH DIIHFWHG PDUNHWV ZKHUH

SRVVLEOH� 6XFK D VWUDWHJ\ FRXOG EH IROORZHG MXVW DV ZHOO� LI QRW EHWWHU� E\ FRP�

SHWLWLYH VHOOHUV� ,Q WKH ORQJ UXQ WKH EHVW DQVZHU WR WKHVH VXEVLGLHV LV LQWHU�

QDWLRQDO WUDGH OLEHUDOLVDWLRQ� 7KH 8QLWHG 6WDWHV KDV QRW JUDQWHG H[SRUW

VXEVLGLHV RQ ZKHDW XQGHU LWV ([SRUW (QKDQFHPHQW 3URJUDP VLQFH ���� DQG�

XQGHU WKH 8UXJXD\ 5RXQG $JUHHPHQW� FRXQWULHV KDYH DJUHHG WR ZLQG EDFN

H[SRUW VXEVLGLHV�

« LQVWHDG LW SUREDEO\ ZHDNHQV $XVWUDOLD·V SRVLWLRQ

$XVWUDOLD·V SRVLWLRQ LQ SUHVVLQJ IRU WUDGH OLEHUDOLVDWLRQ LV ZHDNHQHG ³ QRW

VWUHQJWKHQHG ³ E\ WKH FRQWLQXLQJ DWWDFKPHQW WR UHVWULFWLYH ¶VLQJOH GHVN·

VHOOLQJ DUUDQJHPHQWV�

7KH PDUNHW PL[ DUJXPHQW LV DOVR HPSW\

$ YDULDQW RI WKH SURGXFW GLIIHUHQWLDWLRQ DUJXPHQW LV ZKDW WKH 0LOOLQJ :KHDW

3URMHFW UHSRUW �*&$ ����� FDOOHG WKH ¶PDUNHW PL[·� $FFRUGLQJ WR WKLV

DUJXPHQW WKH $:%·V ¶VLQJOH GHVN· HQDEOHG LW WR DYRLG ORZ SULFH PDUNHWV

DIIHFWHG E\ H[SRUW VXEVLGLHV DQG FRQFHQWUDWH RQ WKH KLJKHU SULFH PDUNHWV WR

DQ ¶XQXVXDO· GHJUHH� 0RVW RI WKH HVWLPDWHG EHQHILWV IURP ¶VLQJOH GHVN· VHOOLQJ

ZHUH DWWULEXWHG WR WKLV VWUDWHJ\�

%XW WKH DQDO\VLV RQ ZKLFK WKHVH FRQFOXVLRQV ZHUH EDVHG ZDV IODZHG DQG VHOI�

IXOILOOLQJ� ,W FRPSDUHG $XVWUDOLDQ PDUNHWV ZLWK WKRVH RI WKH VXEVLGLVLQJ

H[SRUWHUV ³ WKH 8QLWHG 6WDWHV DQG WKH (XURSHDQ 8QLRQ ³ DV ZHOO DV

&DQDGD� DOVR D ¶VLQJOH GHVN· PDUNHWHU� 6R WKH ILQGLQJ PLJKW ZHOO KDYH EHHQ

SUHGLFWHG� 7KH SURSHU FRXQWHUIDFWXDO VKRXOG KDYH FRPSDUHG WKH GHJUHH RI

$XVWUDOLD·V IDYRXUDEOH ¶PDUNHW PL[· ZLWK FRPSHWLWLYH PDUNHWLQJ DUUDQJH�

PHQWV� 8QGHU WKH ODWWHU� WUDGHUV ZRXOG REYLRXVO\ VHHN RXW WKH KLJKHU SD\LQJ

PDUNHWV�

7KH EDVLV RI LQWHUQDWLRQDO WUDGH DJUHHPHQWV LV WKDW DOO FRXQWULHV VWDQG WR JDLQ

LI HDFK RI WKHP KDV RSHQ WUDGLQJ V\VWHPV� 7KXV WKH WHQGHQF\ LQ $XVWUDOLD WR

FRQFOXGH WKDW ¶LI WKH $PHULFDQV VD\ LW·V EDG IRU WKHP WKHQ LW PXVW EH JRRG IRU

XV· LV WR PLVXQGHUVWDQG WKH VRXUFHV RI JDLQV IURP WUDGH� -XVW DV WKH WUDGH

LQWHUYHQWLRQV RI WKH 8QLWHG 6WDWHV DUH ¶EDG IRU WKHP DQG EDG IRU XV· VR DUH

$XVWUDOLD·V RZQ WUDGH LQWHUYHQWLRQV�
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6R� RYHUDOO� WKHUH LV OLWWOH VXEVWDQFH LQ WKH PDUNHW SRZHU DUJXPHQW

*RYHUQPHQW LQWHUYHQWLRQ LV DSSURSULDWH RQO\ ZKHUH WKDW LQWHUYHQWLRQ

VXFFHVVIXOO\ DGGUHVVHV PDUNHW IDLOXUH� ,Q WKLV FDVH� LW LV GLIILFXOW WR VHH ZKHUH

WKHUH LV DQ\ PDUNHW IDLOXUH� $Q\ FODLPV WKDW $XVWUDOLD LV DEOH WR VXFFHVVIXOO\

XVH LWV PDUNHW SRZHU WR H[WUDFW D KLJKHU DYHUDJH SULFH IURP WKH LQWHUQDWLRQDO

PDUNHW DSSHDU WR EH XQIRXQGHG� ,I WKHUH LV WR EH DQ\ FDVH IRU UHWDLQLQJ WKH

¶VLQJOH GHVN·� FRQFOXVLYH HYLGHQFH ZLOO QHHG WR EH SUHVHQWHG RI WKH $:%

�,QWHUQDWLRQDO�·V DELOLW\ WR UDLVH DYHUDJH H[SRUW SULFHV E\ XVLQJ PDUNHW SRZHU�

;LMPI�QEVOIX�VIZIRYIW�JVSQ�DWMRKPI�HIWO
�WIPPMRK�EVI
YRWYFWXERXMEXIH��EHHMXMSREP�GSWXW�EVI�GIVXEMRP]�PEVKI

%HQFKPDUNLQJ VWXGLHV RI $XVWUDOLD·V VWRUDJH� KDQGOLQJ DQG WUDQVSRUW FRVWV

DJDLQVW HTXLYDOHQW FRVWV LQ WKH 8QLWHG 6WDWHV UHYHDO WKDW $XVWUDOLDQ ZKHDW

JURZHUV SD\ DW OHDVW 86�� D WRQQH PRUH WKDQ 86 JURZHUV SD\ �*&$ ������

6HYHUDO RWKHU VWXGLHV KDYH GHPRQVWUDWHG WKH SRWHQWLDO IRU VLJQLILFDQW VDYLQJV

IURP UHIRUPV LQ WKLV DUHD�

&RVW VDYLQJV RI DW OHDVW $�� D WRQQH FRXOG HDVLO\ EH DFKLHYHG ZLWK JUHDWHU

FRPSHWLWLRQ LQ WKH VXSSO\ FKDLQ IURP IDUP JDWH WR YHVVHO �IRE�� 6DYLQJV RI WKLV

PDJQLWXGH ZRXOG DPRXQW WR DW OHDVW $���� PLOOLRQ DFURVV WKH LQGXVWU\ DQG

ZRXOG PHDQ� RQ DYHUDJH� DQ LQFUHDVH RI DW OHDVW �� SHU FHQW LQ JURZHUV· IDUP

EXVLQHVV SURILW�

$:% �,QWHUQDWLRQDO� FRXOG FKRRVH WR PDQDJH LWV PRQRSRO\ RQ EXON ZKHDW

H[SRUWV IURP WKH YHVVHO �IRE� VWDJH� OHDYLQJ FRPSHWLWLYH PDUNHW IRUFHV WR

GHOLYHU YHVVHOV ORDGHG WR VSHFLILF UHTXLUHPHQWV DW VSHFLILF WLPHV� +RZHYHU� LW

KDV FKRVHQ D GLIIHUHQW SDWK DQG VSUHDG LWV PRQRSRO\ LQIOXHQFH WKURXJK WR WKH

VLOR GHOLYHU\ VWDJH� WKXV KDYLQJ D ILUP FRQWURO RYHU WKH ZKROH VXSSO\ FKDLQ�

7KLV� FRPELQHG ZLWK WKH YLUWXDO UHJLRQDO PRQRSROLHV RI WKH EXON KDQGOLQJ

RUJDQLVDWLRQV� KDV GHQLHG DQ\ LQFHQWLYH WKURXJK FRPSHWLWLRQ WR LPSURYH WKH

V\VWHP DQG UHGXFH FRVWV� %XON KDQGOLQJ FKDUJHV SHU WRQQH KDYH VLJQLILFDQWO\

LQFUHDVHG RYHU WKH SDVW GHFDGH� UHIOHFWLQJ WKH ODFN RI DQ\ HIIHFWLYH

FRPSHWLWLRQ� ,Q FRQWUDVW� UDLO IUHLJKW FKDUJHV KDYH GHFUHDVHG VRPHZKDW DV

FRPSHWLWLRQ KDV LQFUHDVHG� HVSHFLDOO\ IURP URDG IUHLJKW�

7KHUH LV DPSOH VFRSH WR LQFUHDVH HIILFLHQFLHV DQG UHGXFH FRVWV WR JURZHUV� $

SUHUHTXLVLWH IRU WKLV LV WKH LQWURGXFWLRQ RI JUHDWHU FRPSHWLWLRQ LQWR WKLV SDUW RI

WKH PDUNHWLQJ FKDLQ�
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*SVGIH�TSSPMRK�MW�PMOI�E�DPYGO]�HMT


7KH FXUUHQW ZKHDW PDUNHWLQJ DUUDQJHPHQWV IRUFH JURZHUV WR GHOLYHU WKHLU

EXON H[SRUW ZKHDW WR WKH QDWLRQDO SRRO� 7KLV SODFHV VHYHUH UHVWULFWLRQV RQ

WKHLU RSWLRQV IRU PDQDJLQJ WKHLU ULVN�

6KDULQJ ULVN LV QRW PDQDJLQJ ULVN

6KDULQJ ULVN LV RQH WKLQJ� PDQDJLQJ LW LV TXLWH DQRWKHU� &ROOHFWLYHO\� JURZHUV

WDNH DOO WKH SULFH ULVN ³ WKH\ ORVH RZQHUVKLS RI WKHLU ZKHDW RQ GHOLYHU\ EXW

FDQQRW IXOO\ SULFH WKH ZKHDW IRU� DW OHDVW� �� PRQWKV� 7KLV OHDYHV WKHP

LQGLYLGXDOO\ H[SRVHG WR IDOOV LQ WKH SRRO SULFH HYHQ WKRXJK WKH SRRO LV KHGJHG

WR D GHJUHH�

)RU PDQ\ JURZHUV WKLV LV QRW JRRG HQRXJK� 7KHLU FDSDFLW\ WR PDQDJH WKHLU

RZQ ULVN DFFRUGLQJ WR WKHLU LQGLYLGXDO FLUFXPVWDQFHV LV UHVWULFWHG EHFDXVH RI

WKH SRROLQJ V\VWHP�

)XUWKHUPRUH� JURZHUV FDQQRW WDNH DGYDQWDJH RI SULFH VSLNHV LQ WKH LQWHU�

QDWLRQDO PDUNHW� 9HU\ RIWHQ HVWLPDWHG SRRO UHWXUQV DUH VHW FRQVHUYDWLYHO\ DQG

DUH EHORZ LQWHUQDWLRQDO SDULW\ SULFHV�

2QH VL]H GRHV QRW ILW DOO

3RROLQJ GRHV QRW VXLW DOO JURZHUV� 7KLV LV ZK\ WKH UHFHQWO\ LQWURGXFHG EDVLV

SRRO KDV EHFRPH VR SRSXODU IRU VRPH JURZHUV VHHNLQJ WR ORFN LQ D EHWWHU SULFH

IRU WKHLU ZKHDW� EDVHG RQ LQWHUQDWLRQDO SDULW\� %XW WKHUH DUH OLPLWV RQ WKH EDVLV

SRRO� $FFHVV E\ JURZHUV LV UHVWULFWHG WR WKRVH ZKR GHOLYHU QHDUO\ ���� WRQQHV

RI ZKHDW� DQG DFFHVV E\ WUDGHUV LV OLPLWHG WR �� ��� WRQQHV� *URZHUV GHOLYHU�

LQJ VPDOOHU DPRXQWV DUH GLVFULPLQDWHG DJDLQVW DQG DUH GHQLHG RSSRUWXQLWLHV WR

ORFN LQ SULFHV WKDW DUH DW WLPHV XS WR ��� D WRQQH DERYH WKH HVWLPDWHG SRRO

UHWXUQ� 5HFHQWO\� WKH EDVLV SRRO ZDV FORVHG�

7KH SRRO SULFHV WHQG WR KXUW GRPHVWLF SULFHV «

7KH FRQVHUYDWLYH SULFHV VHW E\ SRRO PDQDJHUV HDUO\ LQ WKH VHDVRQ DQG DW

DURXQG KDUYHVW VHW WKH EHQFKPDUN IRU GRPHVWLF SULFHV VR WKDW WKH\ DUH

LQYDULDEO\ EHORZ LQWHUQDWLRQDO SDULW\ SULFHV� 7KXV� DW KDUYHVW RU EHIRUH� DQ\

JURZHU VHOOLQJ IRU FDVK RU IRUZDUG LQWR WKH GRPHVWLF PDUNHW ZLOO JHW D ORZHU

SULFH WKDQ D FRPSHWLWLYH PDUNHWLQJ V\VWHP ZRXOG \LHOG�

« DQG WKH GHYHORSPHQW RI DQ $XVWUDOLDQ ZKHDW IXWXUHV PDUNHW

7KH 6\GQH\ )XWXUHV ([FKDQJH RSHUDWHV D ZKHDW IXWXUHV PDUNHW EXW LW LV WKLQO\

WUDGHG DQG QRW D UHOLDEOH PHDQV RI KHGJLQJ DJDLQVW DGYHUVH SRRO SULFH
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PRYHPHQWV� 7KHUH LV OLWWOH GRXEW WKDW� LQ WKH DEVHQFH RI WKH ¶VLQJOH GHVN· DQG

WKH FRPSXOVRU\ SRROLQJ RI EXON H[SRUW ZKHDW� D ZHOO�IXQFWLRQLQJ IXWXUHV

PDUNHW FRXOG GHYHORS LQ $XVWUDOLD DQG SURYLGH JURZHUV DQG RWKHU SOD\HUV ZLWK

D FRQYHQLHQW DQG UHOLDEOH PHFKDQLVP IRU PDQDJLQJ WKHLU ULVN�

7KH SRRO LV YHU\ H[SHQVLYH WR UXQ

3RROLQJ LV DQ H[SHQVLYH ZD\ RI PDUNHWLQJ ZKHDW� )LQDQFLQJ FRVWV DUH DW WKH

WRS RU HYHQ DERYH FRPPHUFLDO UDWHV� ZLWK $:% �)LQDQFH� PDNLQJ SURILWV

IURP DQ LQWHUHVW UDWH PDUJLQ RI DURXQG ��� SHUFHQWDJH SRLQWV �DURXQG ����� D

WRQQH� RQ DOO ORDQV XQGHU WKH KDUYHVW SD\PHQW� (YHQ WR ORFN LQ WKH KDUYHVW

SD\PHQW FRVWV JURZHUV DQ H[WUD ����� D WRQQH� 7KH $:% RSHUDWLQJ FRVWV RI

��� PLOOLRQ RU �� D WRQQH DUH IXUWKHU FRVWV� DQG VR RQ� :K\ DUH JURZHUV QRW

TXHVWLRQLQJ WKHVH FRVW LPSRVWV"

8LI�[LIEX�MRHYWXV]�MW�RSX�NYWX�EFSYX�KVS[MRK�[LIEX

$XVWUDOLD·V ZKHDW PDUNHWLQJ DUUDQJHPHQWV LPSDFW RQ ILUPV WKDW� IRU H[DPSOH�

XVH ZKHDW� VXSSO\ RU FRXOG RIIHU YDOXH DGGLQJ PDUNHWLQJ VHUYLFHV DQG H[SRUW

ZKHDW LQ FRQWDLQHUV�

'RPHVWLF SULFHV DW D GLVFRXQW WR LQWHUQDWLRQDO SULFHV «

,Q WKH FDVH RI ILUPV WKDW XVH ZKHDW� VXFK DV WKH LQWHQVLYH OLYHVWRFN LQGXVWULHV�

LW DSSHDUV WKDW� LI DQ\WKLQJ� WKH\ PLJKW LQLWLDOO\ EH DEOH WR VRXUFH WKHLU ZKHDW

DW D ORZHU SULFH WKDQ ZRXOG DSSO\ LQ D FRPSHWLWLYH PDUNHWLQJ V\VWHP� 7KLV LV

EHFDXVH RI WKH EHQFKPDUNLQJ HIIHFW RI WKH FRQVHUYDWLYHO\ HVWLPDWHG SRRO

UHWXUQ�

« GR QRW DOZD\V WUDQVODWH LQWR ORZ JUDLQ LQSXW FRVWV «

+RZHYHU� WKRVH LQLWLDO ORZ SULFHV UHFHLYHG E\ JURZHUV VHOOLQJ LQ WKH GRPHVWLF

PDUNHW IUHTXHQWO\ GR QRW WUDQVODWH LQWR ORZ JUDLQ FRVWV IRU XVHUV� 7KLV LV

EHFDXVH WKH ODWWHU KDYH GLIILFXOW\ LQ ORFNLQJ LQ WKH SULFHV RI JUDLQ LQSXWV�

ODUJHO\ EHFDXVH RI WKH ODFN RI ULVN PDQDJHPHQW VHUYLFHV� )RU VXFK VHUYLFHV WR

HPHUJH� ILUPV QHHG WR KDYH XQUHVWULFWHG DFFHVV WR WKH H[SRUW PDUNHW DQG D

ZHOO�IXQFWLRQLQJ IXWXUHV PDUNHW LQ $XVWUDOLD�

« HVSHFLDOO\ ZKHQ VXSSOLHV DUH WLJKW

'XULQJ GURXJKW SHULRGV RU DW WKH HQG RI WKH VHDVRQ ZKHQ VXSSOLHV DUH WLJKW LW

LV RIWHQ WKH FDVH WKDW WKH $:%� EHFDXVH RI LWV GRPLQDQFH� LV WKH RQO\ SOD\HU

LQ WKH GRPHVWLF PDUNHW ZLWK JUDLQ VXSSOLHV� ,W FDQ WKHQ XVH LWV SULFH
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GLVFULPLQDWLQJ PRQRSRO\ VWUDWHJLHV WR UDLVH GRPHVWLF SULFHV DERYH H[SRUW

SDULW\� WKXV DGGLQJ WR WKH LQSXW FRVWV RI HQG XVHUV�

&RVWV WR HQG XVHUV DUH KLJK IRU RWKHU UHDVRQV DV ZHOO «

)LUPV WKDW PLJKW EH SUHSDUHG WR SK\VLFDOO\ FDUU\ ZKHDW DUH LQKLELWHG IURP

GRLQJ VR EHFDXVH� LI WKH\ QHHG WR TXLW LQYHQWRU\ RQ WKH H[SRUW PDUNHW� WKH\

KDYH WR GR LW WKURXJK $:% �,QWHUQDWLRQDO�� 7KLV VLWXDWLRQ VHYHUHO\ OLPLWV WKH

SRVLWLRQV WKDW ULVN PDQDJHPHQW SURYLGHUV FDQ WDNH DQG RIIHU�

« DQG DFWLYLWLHV WKDW FRXOG DGG YDOXH DUH GLVFRXUDJHG

-XVW DV JURZHUV DQG WKHLU GRPHVWLF FOLHQWV DUH GLVDGYDQWDJHG E\ QRW KDYLQJ

DFFHVV WR ULVN PDQDJHPHQW VHUYLFHV VR DOVR DUH WKH ILUPV WKDW FRXOG VXSSO\

WKHP� )LUPV� VPDOO RU ODUJH� WKDW RIIHU VHUYLFHV FRYHULQJ VWRUDJH� DFFXPXODWLRQ�

HOHYDWLRQ� JUDGLQJ� EOHQGLQJ WR VSHFLILFDWLRQ� WUDQVSRUW� ILQDQFH� LQVXUDQFH

FHUWLILFDWLRQ� LQVSHFWLRQ� EUHHGLQJ� ULVN PDQDJHPHQW� DGYLFH DQG VR IRUWK DUH

DOO LQKLELWHG IURP RIIHULQJ JURZHUV D IXOO UDQJH RI VXFK VHUYLFHV� ,QVWHDG�

JURZHUV PXVW H[SRUW WKURXJK D PRQRSRO\ VHUYLFH SURYLGHU WKDW�

� WDNHV RZQHUVKLS EXW SD\V WKH JURZHUV DIWHU WKH SURGXFW LV VROG

� GHGXFWV VHOOLQJ FRVWV WKDW DUH UHVROYHG RQ D FRVW�SOXV QRQWUDQVSDUHQW EDVLV

� UHTXLUHV JURZHUV WR VKDUH ULVN EXW GRHV QRW HQDEOH WKHP WR PDQDJH ULVN�

7KH P\VWHU\ WKDW WKH ,QGHSHQGHQW 5HYLHZ &RPPLWWHH KDV WR VROYH LV ZK\

$XVWUDOLDQ ZKHDW SURGXFHUV ZKR� DV PXFK DV DQ\RQH HOVH� VKRS DURXQG IRU

JRRG SULFHV DQG JRRG VHUYLFH ZKHQ WKH\ SXUFKDVH WKHLU KHDGHUV� WUDFWRUV�

IHUWLOLVHUV DQG WKH OLNH DUH VDLG WR EH VR NHHQ RQ UHVWULFWLQJ WKHLU RZQ FKRLFH

DQG WKDW RI WKHLU IHOORZ SURGXFHUV ZKHQ LW FRPHV WR ZKHDW PDUNHWLQJ VHUYLFHV�

:KLOH LQWHQVLYH OLYHVWRFN LQGXVWULHV DQG ILUPV RIIHULQJ WR EX\� KROG�

DFFXPXODWH� VWRUH DQG JUDGH ZKHDW DQG ILUPV RIIHULQJ WR H[SRUW ZKHDW LQ

FRQWDLQHUV ZRXOG EHQHILW LQ D FRPSHWLWLYH PDUNHW� WKH RYHUZKHOPLQJ

EHQHILFLDULHV ZRXOG EH ZKHDW JURZHUV WKHPVHOYHV�

-X�MW�HMJJMGYPX�XS�MRZIWX�MR�WYWXEMREFPI�IRZMVSRQIRXEP�TVEGXMGIW
[LIR�]SY�GERRSX�PSGO�MR�TVMGIW

3HRSOH LQWHUYLHZHG LQ WKH FRXUVH RI SUHSDULQJ WKLV VXEPLVVLRQ VD\ WKDW WKHLU

LQDELOLW\ WR ORFN LQ SULFHV LPSHGHV WKHLU DELOLW\ WR LQYHVW LQ ORQJ UXQ� HQYLURQ�

PHQWDOO\ VRXQG SUDFWLFHV� 7KHUH DUH HQYLURQPHQWDO FRQFHUQV ULJKW DFURVV

$XVWUDOLDQ DJULFXOWXUH EXW QR RQH LV VHULRXVO\ SURSRVLQJ D PRQRSRO\ DV D

VROXWLRQ WR WKHVH FRQFHUQV� ,I DQ\WKLQJ� LW ZRXOG EH D KLQGUDQFH WR DGGUHVVLQJ

WKHVH LVVXHV IRU WKH UHDVRQ MXVW PHQWLRQHG�
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%�GIRXVEPMWIH�QSRSTSP]�HSIW�RSXLMRK�JSV|

« UHJLRQDO GHYHORSPHQW «

&RPSHWLWLRQ DPRQJ SURYLGHUV RI YDOXH DGGLQJ PDUNHWLQJ DQG WUDGLQJ VHUYLFHV

ZRXOG VHH D VKLIW IURP D FLW\�EDVHG �0HOERXUQH� FHQWUDOLVHG VXSSOLHU WR

GHFHQWUDOLVHG SURYLGHUV UDQJLQJ IURP SDVWRUDO KRXVHV� IHUWLOLVHU FRPSDQLHV DQG

ILQDQFH ILUPV WR VPDOO JUDLQ DFFXPXODWRUV� JUDGHUV� EOHQGHUV DQG VHHG FOHDQHUV�

« RU VRFLDO FRKHVLRQ

$OORZLQJ JURZHUV WR FKRRVH DPRQJ PDQ\ SURYLGHUV� E\ WDNLQJ WKH SROLWLFV RXW

RI D FRPPHUFLDO DFWLYLW\� ZRXOG EH OHVV OLNHO\ WR FDXVH ULYDOU\� PLVWUXVW DQG

FRPPXQLW\ EUHDNGRZQ WKDQ KDYLQJ FRQWURO H[HUFLVHG E\ D PRQRSRO\ SULYDWH

ILUP�

+DOI RI $XVWUDOLD·V ZKHDW JURZHUV DUH QRW PDNLQJ D IDUP EXVLQHVV SURILW� 2YHU

WLPH� WKRVH DW WKH ERWWRP RI WKH LQFRPH GLVWULEXWLRQ ZLOO WHQG WR VHOO WKHLU %�

FODVV VKDUHV LQ $:% /LPLWHG WR WKRVH ODUJHU JURZHUV DW WKH WRS� DQG WKLV ZLOO

FDXVH LQFUHDVHG GLYLVLRQV DPRQJ JURZHUV� 7KLV ZLOO SXW IXUWKHU VWUDLQV RQ WKH

DOUHDG\ DSSDUHQW FRQIOLFWV RI LQWHUHVW $:% IDFHV EHWZHHQ ORRNLQJ DIWHU

VKDUHKROGHUV DQG ORRNLQJ DIWHU WKRVH GHOLYHULQJ WR WKH SRRO�

8LI�DWMRKPI�HIWO
�LEW�VIEGLIH�MXW�DYWI�F]
�HEXI

7R KDYH JRYHUQPHQW UHVWULFWLRQV LQ WKH PDUNHWLQJ RI DQ\ SURGXFW WKHUH QHHGV

WR EH LGHQWLILHG PDUNHW IDLOXUH DQG DQ DSSURSULDWH SROLF\ WR DGGUHVV WKDW

PDUNHW IDLOXUH� ,Q WKLV FDVH� QR PDUNHW IDLOXUH FDQ EH LGHQWLILHG� $QG LW VHHPV

LPSRVVLEOH WKDW DQ\RQH FDQ FRQFOXVLYHO\ GHPRQVWUDWH D QHW SXEOLF EHQHILW

IURP UHWDLQLQJ WKH ¶VLQJOH GHVN·� 8QGHU 1&3� D FOHDU FRQFOXVLRQ HPHUJHV ³

WKH ¶VLQJOH GHVN· KDV UHDFKHG LWV XVH�E\ GDWH DQG LW LV D PDWWHU RI ZKHQ� QRW

ZKHWKHU� JURZHUV VKRXOG KDYH D FKRLFH LQ KRZ WKH\ VHOO WKHLU H[SRUW ZKHDW�

7KLV UDLVHV WZR LVVXHV ³ WKH QHHG IRU DQ DSSURSULDWH UHJXODWRU\ IUDPHZRUN

DQG SRVVLEOH DOWHUQDWLYH DUUDQJHPHQWV�

%XW D UHJXODWRU\ IUDPHZRUN LV VWLOO QHHGHG «

$Q DSSURSULDWH UHJXODWRU\ IUDPHZRUN PXVW LQFOXGH LQGHSHQGHQFH DQG HP�

SRZHUPHQW RI WKH UHJXODWRU� VHSDUDWLRQ RI FRPPHUFLDO DQG UHJXODWRU\ SRZHUV

DQG FRPSHWLWLRQ LQ VHUYLFH GHOLYHU\� ,W DOVR UHTXLUHV LQGHSHQGHQW UHYLHZ�

7KHVH IUDPHZRUN SULQFLSOHV VKRXOG EH DSSOLHG LPPHGLDWHO\� :KLOH WKH $:%

ZDV D VWDWXWRU\ DXWKRULW\� DQVZHUDEOH WR WKH 3DUOLDPHQW� LW DSSURSULDWHO\

XQGHUWRRN FHUWDLQ UHJXODWRU\ IXQFWLRQV� 1RZ WKDW LW LV D SULYDWH FRPSDQ\
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PDQ\ RI WKHVH DUH QR ORQJHU DSSURSULDWH RU HYHQ HWKLFDO� $Q LQGHSHQGHQW

ERG\ RU PHFKDQLVP LV QRZ UHTXLUHG LQ DUHDV VXFK DV�

� VHWWLQJ ZKHDW EUHHGLQJ GLUHFWLRQV DQG UHJLVWUDWLRQ RI QHZ ZKHDW YDULHWLHV�

� FODVVLI\LQJ ZKHDW W\SHV DQG DVVLJQLQJ QHZ YDULHWLHV WR SDUWLFXODU FDWHJRULHV

�IRU H[DPSOH� $6: DQG $3:��

� VHWWLQJ UHFHLYDO VWDQGDUGV DQG WROHUDQFH OLPLWV�

� WHVWLQJ DQG FHUWLI\LQJ TXDOLW\ VSHFLILFDWLRQV IRU H[SRUW ZKHDW�

� FRQWUROOLQJ PDUNHW LQIRUPDWLRQ� DQG

� HVWDEOLVKLQJ DQ DSSURSULDWH DSSHDO SURFHVV�

« DV LV UHJXODU LQGHSHQGHQW UHYLHZ DQG HYDOXDWLRQ

$ SULQFLSOH RI JRRG JRYHUQPHQW LV WKDW UHVWULFWLYH SROLFLHV VKRXOG EH

PRQLWRUHG DQG UHJXODUO\ HYDOXDWHG� %XW WKH :($·V HYDOXDWLRQ UROH ³ WKH

UHTXLUHPHQW WKDW LW UHSRUW WR WKH 0LQLVWHU IRU $JULFXOWXUH� )RUHVWU\ DQG

)LVKHULHV E\ -XQH ���� ³ LV XQFOHDU� 2QH LQWHUSUHWDWLRQ LV WKDW LWV UHYLHZ LV

MXVW WR HYDOXDWH $:%·V SHUIRUPDQFH ZLWKRXW TXHVWLRQLQJ ¶VLQJOH GHVN· SROLF\�

,W PXVW EH PDGH FU\VWDO FOHDU WKDW WKH ���� :($ UHYLHZ LV WR PHDVXUH

SHUIRUPDQFH DJDLQVW WKH FRPSHWLWLYH PDUNHW PRGHO DQG� LI IRXQG ZDQWLQJ� WKH

UHFRPPHQGDWLRQ VKRXOG EH WR UHPRYH WKH ¶VLQJOH GHVN·� %XW WKH ���� UHYLHZ

PD\ QRW EH QHFHVVDU\ ³ GHSHQGLQJ RQ WKH RXWFRPH RI WKLV 1&3 UHYLHZ�

%PXIVREXMZI�QEVOIXMRK�EVVERKIQIRXW�RIIH�XS�FI�GSRWMHIVIH

$JDLQVW D EDFNJURXQG RI DSSURSULDWH UHJXODWLRQ� DOWHUQDWLYH PDUNHWLQJ

DUUDQJHPHQWV VKRXOG EH FRQVLGHUHG� 7KHVH LQFOXGH�

� DOORFDWLQJ VSHFLILF PDUNHWV WR $:% �,QWHUQDWLRQDO� DQG DOORZLQJ SULYDWH

WUDGHUV DQG WKHLU ZKHDW JURZHU FOLHQWV DFFHVV WR WKH UHVW�

� HVWDEOLVKLQJ DQ LQGHSHQGHQW OLFHQVLQJ DXWKRULW\ �VXFK DV WKH :($� WR VHOO

SHUPLWV �E\ WHQGHU RU DXFWLRQ� WR H[SRUW WR SUHIHUUHG PDUNHWV WR FRP�

SHWLQJ H[SRUW PDUNHWHUV DQG WKHUHE\ WHVW WKH H[WHQW DQG YDOXH RI DQ\

PDUNHW SRZHU� RU

� LQWURGXFLQJ D IXOO\ FRPSHWLWLYH PDUNHWLQJ V\VWHP� DOORZLQJ DQ\ SDUW\ WR

H[SRUW ZKHDW VXEMHFW WR WKH DSSURSULDWH UHJXODWRU\ HQYLURQPHQW�

,Q DQ\ FDVH� LPPHGLDWH VWHSV VKRXOG EH WDNHQ WR LQWURGXFH FRPSHWLWLRQ LQWR

WKH VXSSO\ FKDLQ IURP IDUP JDWH WR YHVVHO �IRE��

1R DOWHUQDWLYH WR WKH FXUUHQW ZKHDW PDUNHWLQJ DUUDQJHPHQWV ZRXOG LQYROYH

GLVPDQWOLQJ WKH $:%� *URZHUV SOHDVHG ZLWK WKH VHUYLFHV LW GHOLYHUV ZRXOG EH

IUHH WR FRQWLQXH WUDGLQJ ZLWK LW� %XW RWKHU JURZHUV ZRXOG EH IUHH WR FKRRVH

KRZ WKH\ ZDQW WR H[SRUW WKHLU ZKHDW DQG ZKR WKH\ ZDQW WR GR LW�



��

� ;LIEX�QEVOIXMRK�EX�XLI�GVSWWVSEHW

:+($7 0$5.(7,1* $55$1*(0(176 LQ $XVWUDOLD KDYH ORQJ EHHQ

FRQWURYHUVLDO� 7KH :KHDW 0DUNHWLQJ $FW ���� �&ZOWK� ZDV SUHFHGHG E\

YLJRURXV GHEDWH DERXW ZKHWKHU WKH GRPHVWLF PDUNHW VKRXOG EH GHUHJXODWHG�

7KH VXEVHTXHQW GHUHJXODWLRQ RI WKH PDUNHW KDV XOWLPDWHO\ OHG WR D �� SHU FHQW

LQFUHDVH LQ GRPHVWLF ZKHDW VDOHV�

7KH HDUO\ ����V VDZ D UHQHZHG GHEDWH DERXW ZKHDW PDUNHWLQJ UHIRUP DQG LQ

���� WKH 0LOOLQJ :KHDW 3URMHFW XQGHU WKH *&$·V *UDLQV ���� 3URMHFW

UHYLHZHG $XVWUDOLD·V ZKHDW LQGXVWU\ DQG LWV PDUNHWLQJ DUUDQJHPHQWV �*&$

������ 7KH FRQVXOWDQWV� %RR] $OOHQ 	 +DPLOWRQ �$XVWUDOLD� ZKR XQGHUWRRN

WKH 0LOOLQJ :KHDW 3URMHFW� JDYH D ¶UDWKHU OXNH ZDUP DQG OHVV WKDQ FRQFOXVLYH

HQGRUVHPHQW RI WKH VLQJOH GHVN· �*&$ ����� S� ����

$IWHU DOPRVW D GHFDGH RI GHEDWH� WKH $:% LV QRZ IXOO\ SULYDWLVHG XQGHU

$XVWUDOLDQ &RUSRUDWLRQV /DZ DQG WKH RULJLQDO:KHDW 0DUNHWLQJ $FW ���� LV DOO

EXW VFUDSSHG H[FHSW IRU WKH $:%·V H[SRUW PRQRSRO\� ,W DQG LWV VXEVLGLDULHV�

HVSHFLDOO\ $:% �,QWHUQDWLRQDO� /LPLWHG DQG $:% �$XVWUDOLD� /LPLWHG� DUH

QRZ PXFK OLNH DQ\ RWKHU ODUJH $XVWUDOLDQ FRQJORPHUDWH RI FRPSDQLHV� %XW

WKHUH LV RQH VWDUN GLIIHUHQFH� 8QGHU WKH ���� DPHQGPHQWV WR WKH $FW� $:%

�,QWHUQDWLRQDO� ZDV JUDQWHG D PRQRSRO\ RQ WKH EXON H[SRUWLQJ RI $XVWUDOLDQ

ZKHDW WKDW LV WR DSSO\ LQGHILQLWHO\� 7KH WHUP ¶H[SRUW PRQRSRO\· GRHV QRW UHIHU

WR $:% �,QWHUQDWLRQDO�·V VLWXDWLRQ UHODWLYH WR LQWHUQDWLRQDO EX\HUV RI

$XVWUDOLDQ ZKHDW� 7KHVH EX\HUV KDYH D ZLGH UDQJH RI FKRLFHV DV WR ZKHUH WKH\

VRXUFH WKHLU ZKHDW� 7KH PRQRSRO\ VWDUWV DQG ILQLVKHV LQ $XVWUDOLD� 3URGXFHUV

RI $XVWUDOLDQ ZKHDW KDYH QR FKRLFH DV WR KRZ WKH\ VHOO WKHLU EXON H[SRUW

ZKHDW� 1R RQH FDQ H[SRUW EXON ZKHDW XQOHVV WKH\ KDYH WKH ZULWWHQ FRQVHQW RI

WKH :KHDW ([SRUW $XWKRULW\� D VWDWXWRU\ ERG\ VHW XS XQGHU WKH DPHQGPHQWV�

,Q WKH FDVH RI EXON H[SRUW ZKHDW� WKH :($ FDQ JUDQW DQ H[SRUW SHUPLW RQO\ LI

LW KDV WKH ZULWWHQ FRQVHQW RI $:% �,QWHUQDWLRQDO�� )RU H[SRUWV RWKHU WKDQ

EXON H[SRUWV� $:% �,QWHUQDWLRQDO� PXVW EH FRQVXOWHG�

7KHVH DUH VWURQJ UHVWULFWLRQV RQ FRPSHWLWLRQ� )RU D SULYDWH FRPSDQ\ WR KDYH

VXFK D SULYLOHJHG SRVLWLRQ SURWHFWHG DEVROXWHO\ E\ OHJLVODWLRQ ZLWK QR VXQVHW

FODXVH LV XQSUHFHGHQWHG ³ QRW MXVW LQ $XVWUDOLD� EXW LQ PRVW RWKHU FRXQWULHV�

3HRSOH PDNLQJ WKH FDVH IRU OLEHUDOLVLQJ H[SRUW ZKHDW PDUNHWLQJ FDQQRW

XQGHUVWDQG KRZ WKH SURFHVV OHDGLQJ XS WR WKH ���� DPHQGPHQWV RI WKH $FW

GHOLYHUHG ZKDW DSSHDUV WR EH D WLJKWHQLQJ RI UHVWULFWLRQV� 7KH OHJLVODWLYH
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DPHQGPHQWV DSSHDU WR KDYH EHHQ LQWURGXFHG ZLWKRXW SURSHU DQDO\VLV RI WKHLU

EHQHILWV DQG FRVWV� $ SULYDWLVHG $:% ZRXOG PDNH VHQVH LQ D FRPSHWLWLYH

HQYLURQPHQW� ,QGHHG WKH TXHVWLRQ VKRXOG EH UDLVHG DV WR ZK\ VXFK DQ

HQYLURQPHQW ZDV QRW HVWDEOLVKHG EHIRUH SULYDWLVDWLRQ�

7KLV 1DWLRQDO &RPSHWLWLRQ 3ROLF\ �1&3� UHYLHZ RI WKH:KHDW 0DUNHWLQJ $FW

���� SURYLGHV D XQLTXH DQG WLPHO\ RSSRUWXQLW\ WR WKRURXJKO\ H[DPLQH WKHVH

KLJKO\ UHVWULFWLYH PDUNHWLQJ DUUDQJHPHQWV� ,W LV QRW QHFHVVDU\ WR VKRZ WKDW

WKHUH DUH EHQHILWV IURP UHPRYLQJ WKH UHVWULFWLRQV� 5DWKHU� XQGHU WKH 1&3

UXOHV� WKH RQXV LV RQ WKRVH ZLVKLQJ WR UHWDLQ WKHP WR GHPRQVWUDWH WKDW WKHUH LV

D QHW SXEOLF EHQHILW IURP GRLQJ VR� 7KLV LV QHW RI DQ\ EHQHILWV WKDW PD\ DFFUXH

WR JURZHUV DQG LQFOXGH WKH HIIHFWV RQ RWKHU VHFWRUV RI WKH HFRQRP\�

3URSRQHQWV PXVW DOVR VKRZ WKDW WKHUH DUH QR DOWHUQDWLYH� OHVV UHVWULFWLYH

DUUDQJHPHQWV WKDW FDQ DFKLHYH WKH VDPH REMHFWLYHV� ,I WKH\ FDQQRW VKRZ WKLV

WKHQ WKH PRQRSRO\ RQ EXON ZKHDW H[SRUWV KHOG E\ $:% �,QWHUQDWLRQDO� PXVW

EH UHPRYHG�

:KHDW PDUNHWLQJ DQG WKH LQWHUQDWLRQDO HQYLURQPHQW QRZ DUH GUDPDWLFDOO\

GLIIHUHQW IURP ZKDW WKH\ ZHUH HYHQ WZR GHFDGHV DJR� 7RGD\� LQIRUPDWLRQ

WHFKQRORJ\ PHDQV WKDW DQ\ JURZHU FDQ DFFHVV HVVHQWLDOO\ WKH VDPH W\SH RI

PDUNHW LQIRUPDWLRQ DV DQ\ JUDLQ WUDGHU RU EX\HU� $QG JUDLQ LPSRUWLQJ WKURXJK

¶VLQJOH GHVNV· LV GLPLQLVKLQJ ³ -DSDQ DQG LWV -DSDQHVH )RRG $JHQF\ EHLQJ DQ

H[FHSWLRQ� /DUJH LPSRUWHUV VXFK DV (J\SW DQG &KLQD KDYH UHFRJQLVHG WKH KLJK

FRVWV RI PDLQWDLQLQJ PRQRSRO\ EX\LQJ DJHQFLHV DQG KDYH PRYHG WR GHUHJXODWH

LPSRUWV� $OVR� DV DQ RXWFRPH RI WKH 8UXJXD\ 5RXQG RI PXOWLODWHUDO WUDGH

QHJRWLDWLRQV� WKHUH LV QRZ OHVV VFRSH IRU RWKHU FRXQWULHV WR VXEVLGLVH WKHLU

ZKHDW H[SRUWV� 7KH 8QLWHG 6WDWHV XQGHU LWV ([SRUW (QKDQFHPHQW 3URJUDP

KDV QRW JUDQWHG DQ\ H[SRUW VXEVLGLHV RQ VKLSPHQWV RI ZKHDW VLQFH �����

7KXV� ZKDWHYHU PHULWV WKH DUJXPHQW IRU PRQRSRO\ PDUNHWLQJ PD\ KDYH RQFH

KDG ³ WR FRXQWHU DOOHJHG LPEDODQFHV LQ LQIRUPDWLRQ EHWZHHQ EX\HUV DQG

VHOOHUV RU WR GHDO ZLWK JRYHUQPHQW PRQRSRO\ EX\LQJ DJHQFLHV LQ LPSRUWLQJ

FRXQWULHV ³ WKH VXSSRUWLQJ FLUFXPVWDQFHV QR ORQJHU DSSO\�
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7+,6 ,6 $ 68%0,66,21 WR DQ 1&3 UHYLHZ� 7KH ¶UXOHV RI HQJDJHPHQW· IRU

VXFK D UHYLHZ DUH VLPSOH� $XVWUDOLDQ JRYHUQPHQWV KDYH DJUHHG WR UHYLHZ DOO

OHJLVODWLYH UHVWULFWLRQV RQ FRPSHWLWLRQ ZLWK D YLHZ WR NHHSLQJ WKRVH UHVWULFWLRQV

WKDW DUH LQ WKH SXEOLF LQWHUHVW DQG UHPRYLQJ WKRVH WKDW DUH QRW�

8LI�WXVIRKXLW�SJ�2'4

7KH 1&3 SURFHVV KDV VHYHUDO VWUHQJWKV�

� ,W LV FRPSUHKHQVLYH� LQYROYLQJ DOO $XVWUDOLDQ JRYHUQPHQWV DQG RSHQ

LQGHSHQGHQW UHYLHZV IRFXVLQJ RQ WKRVH GLUHFWO\ DQG LQGLUHFWO\ DIIHFWHG�

� 9LUWXDOO\ DOO UHJXODWLRQ DFURVV WKH HFRQRP\ LV FRYHUHG LQ WKLV SURFHVV�

ZKLFK LV ERWK IDLU DQG HIILFLHQW�

� &RPSHWLWLRQ LV SUHVXPHG WR EH WKH ILUVW SRUW RI FDOO LQ RUJDQLVLQJ HFRQRPLF

DFWLYLW\ RQ WKH JURXQGV WKDW�

&RPSHWLWLRQ SURYLGHV WKH VSXU IRU EXVLQHVVHV WR LPSURYH WKHLU SHUIRUPDQFH�

GHYHORS QHZ SURGXFWV DQG UHVSRQG WR FKDQJLQJ FLUFXPVWDQFHV� &RPSHWLWLRQ

RIIHUV WKH SURPLVH RI ORZHU SULFHV� LPSURYHG FKRLFH IRU FRQVXPHUV DQG JUHDWHU

HIILFLHQF\� KLJKHU HFRQRPLF JURZWK DQG LQFUHDVHG HPSOR\PHQW RSSRUWXQLWLHV

IRU WKH HFRQRP\ DV D ZKROH� �,QGHSHQGHQW &RPPLWWHH RI ,QTXLU\ ����� S� ��

8LI�FYVHIR�SJ�TVSSJ�PMIW�[MXL�XLI�TVSTSRIRXW�SJ�XLI
I\TSVX�QEVOIXMRK�QSRSTSP]

,Q WKH FDVH RI ZKHDW PDUNHWLQJ� WKH 1&3 SURFHVV SXWV WKH VSRWOLJKW VTXDUHO\

RQ WKH VXSSRUWHUV RI WKH PRQRSRO\ JUDQWHG WR $:% �,QWHUQDWLRQDO� LQ WKH

H[SRUWLQJ RI JURZHUV· ZKHDW� 7KH\ PXVW FRQFOXVLYHO\ SURYH WKDW PDLQWDLQLQJ

WKLV PRQRSRO\ JHQHUDWHV EHQHILWV IRU WKH HQWLUH FRPPXQLW\ LQ H[FHVV RI FRVWV�

DQG WKDW WKHUH DUH QR RWKHU OHVV UHVWULFWLYH ZD\V WR DFKLHYH WKRVH EHQHILWV�

7KLV LV XQOLNH DQ\ RWKHU UHYLHZ RU GHEDWH LQ ZKHDW PDUNHWLQJ� ,Q WKH SDVW

WKRVH ZKR KDYH VRXJKW FKDQJH KDYH KDG WR GHPRQVWUDWH WKH SD\RIIV IURP

UHIRUP� ,QGHHG� WKH HQG RI WKH PRQRSRO\ LV WKH UHYLHZ VWDUWLQJ SRLQW� 7KH WHVW

IRU WKH 1&3 ,QGHSHQGHQW 5HYLHZ &RPPLWWHH LV WR LPDJLQH WKDW $XVWUDOLD
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FXUUHQWO\ KDV DQ RSHQ FRPSHWLWLYH PDUNHWLQJ V\VWHP IRU ZKHDW DV LW GRHV IRU

EHHI� ZRRO� FRWWRQ DQG QHDUO\ DOO RWKHU FRPPRGLWLHV� )URP WKLV VWDUWLQJ SRLQW�

WKH FRPPLWWHH QHHGV WR DQVZHU WKH IROORZLQJ TXHVWLRQV�

� :RXOG LW UHFRPPHQG LQWURGXFLQJ WKH FXUUHQW DUUDQJHPHQWV DQG ZK\"

� &DQ LW GHFLVLYHO\ GHPRQVWUDWH D QHW SXEOLF EHQHILW IURP VXFK D FKDQJH WKDW

FRXOG QRW SRVVLEO\ EH DFKLHYHG XQGHU RSHQ FRPSHWLWLRQ"

7KH UHVWULFWLRQV EHLQJ UHYLHZHG KHUH DUH UHDOO\ TXLWH H[WUDRUGLQDU\� 7KH\ IO\

LQ WKH IDFH RI DOO RI WKH WHQHWV RI $XVWUDOLDQ FRPSHWLWLRQ SROLF\� 7KLV PHDQV

WKDW WKH QHW SXEOLF EHQHILW PXVW EH HVWDEOLVKHG EH\RQG GRXEW� 7KLV DSSHDUV WR

EH DQ LPSRVVLEOH WDVN� 1R VWXG\ GRQH WR GDWH KDV FRQFOXVLYHO\ GHPRQVWUDWHG

WKH EHQHILWV RI WKH VR�FDOOHG ¶VLQJOH GHVN· DQG� RQ DOO PDMRU LVVXHV VXUURXQGLQJ

WKH ¶VLQJOH GHVN· GHEDWH� WKH ¶IRU· DUJXPHQWV HLWKHU FDQQRW EH SURYHG ULJKW RU

FDQ HDVLO\ EH SURYHG ZURQJ�

7KH FRXQWHUIDFWXDO RU ¶ZLWKRXW UHVWULFWLRQ· VLWXDWLRQ GRHV QRW H[LVW DQG PXVW

EH HVWDEOLVKHG DUWLILFLDOO\� 7KLV LV FRPSOLFDWHG EHFDXVH SULFHV RI $XVWUDOLDQ

ZKHDW RQ LQWHUQDWLRQDO PDUNHWV PLJKW YDU\ IRU DQ LQILQLWH QXPEHU RI UHDVRQV

WKDW KDYH QRWKLQJ WR GR ZLWK WKH DOOHJHG PDUNHW SRZHU RI D VLQJOH VHOOHU� 7KH

$:% KDV EHHQ UHOXFWDQW WR SURYLGH LQIRUPDWLRQ RQ SULFLQJ SHUIRUPDQFH IRU

ZKDW LW VD\V DUH ¶FRPPHUFLDO UHDVRQV·� %XW� HYHQ LI WKH ,QGHSHQGHQW 5HYLHZ

&RPPLWWHH KDG XQUHVWULFWHG DFFHVV WR WKH $:%·V SULFLQJ DQG VDOHV GDWD� WKH

WDVN ZRXOG EH IRUPLGDEOH� $V WKH *&$ KDV REVHUYHG�

,W LV YLUWXDOO\ LPSRVVLEOH WR JHQHUDWH FRQFOXVLYH HPSLULFDO HYLGHQFH RQ WKH UHODWLYH

HIILFLHQFLHV RI ¶VLQJOH GHVN· DQG PXOWLSOH VHOOLQJ RI $XVWUDOLD·V ZKHDW H[SRUWV VLQFH

WKH\ DUH REYLRXVO\ PXWXDOO\ H[FOXVLYH� �+RRNH ����� S� Y�

,Q WKLV UHYLHZ H[DJJHUDWHG XQVXEVWDQWLDWHG FODLPV DERXW WKH EHQHILWV RI D

¶VLQJOH GHVN· ZLOO QRW EH DFFHSWDEOH� ,I D IDFWXDO FDVH EDVHG RQ WKH QHW SXEOLF

EHQHILW RI WKH ¶VLQJOH GHVN· FDQQRW EH PDGH� WKHQ $:% �,QWHUQDWLRQDO�·V

PRQRSRO\ PXVW EH UHPRYHG�

7XITW�JSV�ER�2'4�VIZMI[

7KH SURFHVV IRU DQ 1&3 UHYLHZ H[DPLQLQJ DQWLFRPSHWLWLYH OHJLVODWLRQ

LQYROYHV ILYH PDLQ VWHSV�

� FODULI\LQJ REMHFWLYHV RI WKH OHJLVODWLRQ

� LGHQWLI\LQJ WKH QDWXUH RI WKH UHVWULFWLRQV

� LGHQWLI\LQJ HIIHFWV

� DVVHVVLQJ EHQHILWV DQG FRVWV

� H[DPLQLQJ DOWHUQDWLYHV�
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'PEVMJ]�SFNIGXMZIW�SJ�XLI�PIKMWPEXMSR

7KH IDYRXUHG FRQWHPSRUDU\ REMHFWLYH RI WKH :KHDW 0DUNHWLQJ $FW DSSHDUV WR

EH WR REWDLQ WKH EHQHILWV RI PDUNHW SRZHU LQ FHUWDLQ LQWHUQDWLRQDO PDUNHWV�

+RZHYHU� DV ER[ ��� VKRZV� PRQRSRO\ VHOOHU DUUDQJHPHQWV KDYH EHHQ

UDWLRQDOLVHG RQ D KRVW RI VKLIWLQJ JURXQGV RYHU PDQ\ \HDUV�

7KH XVXDO VWDUWLQJ SODFH IRU LGHQWLI\LQJ WKH REMHFWLYHV IRU DQ\ OHJLVODWLRQ LV LWV

6HFRQG 5HDGLQJ 6SHHFK� ,Q WKH FDVH RI WKH DPHQGHG :KHDW 0DUNHWLQJ $FW�

WKH 6HFRQG 5HDGLQJ 6SHHFK �+RXVH RI 5HSUHVHQWDWLYHV ����� UHIHUV WR D

VWUXFWXUH EDVHG RQ WKH REMHFWLYHV RI JURZHU RZQHUVKLS DQG FRQWURO� VHOI�

UHOLDQFH DQG D IXOO FRPPHUFLDO DSSURDFK WR PDUNHWLQJ� +RZHYHU� WKHUH LV QR

PHQWLRQ RI WKH REMHFWLYH VHW IRU VXFK D PDUNHWLQJ DUUDQJHPHQW� 1HLWKHU GRHV

WKH DPHQGHG :KHDW 0DUNHWLQJ $FW PHQWLRQ LWV REMHFWLYH�

7KH ,VVXHV 3DSHU SUHSDUHG IRU WKH UHYLHZ VXJJHVWV WKDW WKH REMHFWLYH RI WKH

:KHDW 0DUNHWLQJ $FW FRXOG EH UHDG DV�

« WR PD[LPLVH WKH QHW EHQHILWV WR WKH $XVWUDOLDQ ZKHDW LQGXVWU\� DQG LQ SDUWLFXODU

JURZHUV� IURP WKH H[SRUW PDUNHWLQJ RI ZKHDW WKURXJK VLQJOH GHVN VHOOLQJ DQG

UHODWHG FRQWURO DUUDQJHPHQWV� �1&3 :KHDW 5HYLHZ 6HFUHWDULDW ����� S� ��

,W LV ZRUWK QRWLQJ WKH GLIIHUHQFH EHWZHHQ WKLV LQWHUSUHWDWLRQ� ZLWK D IRFXV RQ

JURZHUV LQ JHQHUDO� DQG WKH SULPDU\ REMHFWLYH RI WKH $:%� ZLWK D IRFXV RQ

PD[LPLVLQJ UHWXUQV WR WKRVH GHOLYHULQJ WR WKH QDWLRQDO SRRO�

« WR PD[LPLVH QHW UHWXUQV IURP WKH SRROV E\ VHFXULQJ� GHYHORSLQJ DQG

PDLQWDLQLQJ PDUNHWV IRU ZKHDW DQG ZKHDW SURGXFWV DQG PLQLPLVLQJ FRVWV DV IDU DV

SUDFWLFDEOH� �1&3 :KHDW 5HYLHZ 6HFUHWDULDW ����� S� ��

,Q WKHVH WHUPV WKH REMHFWLYH LV DERXW PDUNHW SRZHU DQG LWV H[SORLWDWLRQ RQ

EHKDOI RI WKRVH GHOLYHULQJ WR WKH SRRO� 2I FRXUVH� XQGHU 1&3� DQG DV QRWHG LQ

WKH ,VVXHV 3DSHU� WKLV UHYLHZ KDV D PXFK EURDGHU UHPLW DQG PXVW FRQVLGHU WKH

LPSOLFDWLRQV RI DQ\ VXFK H[SORLWDWLRQ DFURVV WKH $XVWUDOLDQ HFRQRP\�

-HIRXMJ]�XLI�REXYVI�SJ�XLI�VIWXVMGXMSRW

7KH PDLQ OHJLVODWLYH UHVWULFWLRQ LV RI FRXUVH WKH SURKLELWLRQ RI H[SRUWV RI EXON

ZKHDW E\ DQ\ SHUVRQ RU ILUP RWKHU WKDQ $:% �,QWHUQDWLRQDO� DQG WKH UHTXLUH�

PHQW IRU D SHUPLW WR H[SRUW FRQWDLQHU DQG EDJJHG ZKHDW� 7KHVH UHVWULFWLRQV

DQG WKHLU HIIHFWV DUH DVVHVVHG LQ GHWDLO LQ ODWHU FKDSWHUV�

7ZR RWKHU DVSHFWV RI WKH ���� DPHQGPHQWV WR WKH :KHDW 0DUNHWLQJ $FW QHHG

WR EH H[DPLQHG LQ WKH FRQWH[W RI &ODXVH � RI WKH &RPSHWLWLRQ 3ROLF\ $JUHH�

PHQW� ZKLFK UHTXLUHV UHYLHZ ZKHUH SXEOLF PRQRSROLHV DUH UHIRUPHG RU

SULYDWLVHG� 7KH ,VVXHV 3DSHU UHIHUV VSHFLILFDOO\ WR WKH PRVW HIIHFWLYH PHDQV RI

VHSDUDWLQJ UHJXODWRU\ DQG FRPPHUFLDO IXQFWLRQV� WKH DSSURSULDWHQHVV RI D
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��� 'LERKMRK JEWLMSRW MR VEXMSREPMWMRK E [LIEX I\TSVX QEVOIXMRK

QSRSTSP]

� -R XLI ����W GSPPIGXMZI [LIEX QEVOIXMRK EVVERKIQIRXW [IVI EHZSGEXIH

SR XLI KVSYRHW XLEX YRWGVYTYPSYW QMHHPIQIR [IVI XEOMRK MRRSGIRX

JEVQIVW JSV E VMHI�

� 8LIR MR XLI ����W [EVXMQI IQIVKIRG] GMVGYQWXERGIW WE[ XLI IWXEFPMWL�

QIRX SJ REXMSREP [LIEX QEVOIXMRK ERH WXEFMPMWEXMSR EVVERKIQIRXW� 8LIWI

EVVERKIQIRXW [IVI PSGOIH MR EJXIV XLI [EV� ETTEVIRXP] [MXL E ZMI[ XS

WXEFMPMWMRK MRGSQIW� 6IEPMWEXMSR XLEX WYGL EVVERKIQIRXW EGXYEPP] HI�

WXEFMPMWIH MRGSQIW [EW XS HE[R WSQI �� ]IEVW PEXIV�

� -R XLI ����W XLI RIIH XS GSQFEX MRXIVREXMSREP XVEHMRK GEVXIPW GEQI XS FI

XLI QEMR I\TPEREXMSR SJ TIVTIXYEXMRK XLI QSRSTSP]�

� 8LIR MR XLI IEVP] ����W XEVMJJ GSQTIRWEXMSR SV E HIPMFIVEXI TSPMG] SJ

EWWMWXMRK MRHYWXVMIW XS GSQTIRWEXI XLIQ JSV XLI GSWX FYVHIR SJ XEVMJJW [EW

KMZIR E VYR� EW [EW XLI GYVVIRX JEZSYVMXI � XLI IWXEFPMWLQIRX SJ E QIERW

XS ETTP] QEVOIX TS[IV�

� -R XLI ����W XLI EVVERKIQIRXW [IVI WIIR EW EFWSPYXIP] ZMXEP XS VIJPIGX XLI

VIEPMX] SJ XLI MRXIVREXMSREP QEVOIX�

-R ER MRXIVREXMSREP [LIEX QEVOIX WS HMWXSVXIH ERH GSRGIRXVEXIH� %YWXVEPME QYWX

I\IVGMWI WSQI JSVQ SJ GSYRXIVZEMPMRK TS[IV MJ MX MW XS EZSMH JSVIMKR KSZIVRQIRX

XVIEWYVMIW HMGXEXMRK XLI TEXXIVR SJ VIWSYVGI EPPSGEXMSR [MXLMR %YWXVEPME GSRXVEV] XS

XLI REXMSREP MRXIVIWX� �,SSOI ����� T� ��

� 3ZIV XLI ]IEVW� SXLIV TSWWMFPI VEXMSREPMWEXMSRW LEZI HVMJXIH MR ERH SYX SJ

JEWLMSR� 8LIWI MRGPYHI�

– QEMRXEMR KVEMR UYEPMX] WXERHEVHW

– JMRERGI XLI GVST

– RIKSXMEXI [MXL KSZIVRQIRX FY]IVW

– EGLMIZI IGSRSQMIW SJ WM^I

– TVSZMHI QEVOIX HIZIPSTQIRX ERH TVSQSXMSR

– IRWYVI KVS[IVW LEH JYPP MRJSVQEXMSR

– VIXYVR TVSJMXW XS XLI KVS[IVW

– GETXYVI XLI FIRIJMXW SJ FIMRK GPSWIV XS WSQI QEVOIXW XLER SXLIVW�

� 8LI QSWX VIGIRX WYKKIWXMSRW GETMXEPMWI SR XLI GSRGIVRW ERH JIEVW SJ

TISTPI MR GSYRXV] EVIEW JEGMRK VIEP TVIWWYVIW JSV GLERKI JVSQ E [MHI

VERKI SJ WSYVGIW� 8LYW %;& �-RXIVREXMSREP�
W QSRSTSP] MW EPPIKIH XS�

– TVSQSXI VIKMSREP KVS[XL

– TVIZIRX WSGMEP XIRWMSRW�
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SULYDWH FRPSDQ\ DQG WKH VWUXFWXUH DQG IXQFWLRQV RI WKH :($� 7KHVH PDWWHUV

UDLVH WKH IROORZLQJ LVVXHV�

� &RQIOLFWV RI LQWHUHVW DUH ORRPLQJ EHWZHHQ WKH $:%·V REOLJDWLRQ WR VKDUH�

KROGHUV DQG LWV REOLJDWLRQ WR JURZHUV GHOLYHULQJ WR WKH SRRO�

� 6XEVWDQWLDO FRQIOLFWV RI LQWHUHVW KDYH DULVHQ VLQFH SULYDWLVDWLRQ DV LQ

VHYHUDO DUHDV WKH $:% LV VLPXOWDQHRXVO\ ¶JRDO XPSLUH DQG IXOO IRUZDUG·

�VHH FKDSWHU ��� 7KHVH DUHDV LQFOXGH�

² WKH SRVVHVVLRQ RI� DQG FRPPHUFLDO LQWHUHVW LQ� LQIRUPDWLRQ WKDW VKRXOG

EH LQ WKH SXEOLF GRPDLQ�

² FRPPHUFLDO LQWHUHVW LQ� DQG PDMRU LQIOXHQFH RYHU� SODQW EUHHGLQJ� VHHG

FHUWLILFDWLRQ DQG WKH UHOHDVH RI QHZ ZKHDW YDULHWLHV DQG HIIHFWLYH

FRQWURO RYHU WKHLU FODVVLILFDWLRQ DQG FRPPHUFLDOLVDWLRQ� DQG

² FRQWUROV RYHU TXDOLW\ VWDQGDUGV RQ UHFHLYDOV DQG WKH ZD\ WKH\ DUH

HQIRUFHG DQG RYHU TXDOLW\ FHUWLILFDWLRQ RI DOO H[SRUWV�

� 7KHUH LV DQ DSSDUHQW ODFN RI HIIHFWLYH UHJXODWLRQ RI WKH H[SRUW PRQRSROLVW�

&RQIOLFWV RI LQWHUHVW

7KH DSSDUHQWO\ LQQRFXRXV REMHFWLYH RI WKH $:%� PHQWLRQHG HDUOLHU� UDLVHV

VHULRXV FRQFHUQ DERXW WKH VFRSH IRU FRQIOLFWV LQ WKH VWUXFWXUH RI WKH FRQ�

VROLGDWHG $:%�

� 7R PD[LPLVH UHWXUQV IRU VKDUHKROGHUV� WKH $:% ZRXOG KDYH DQ LQFHQWLYH

WR UDLVH PDUNHWLQJ DQG ILQDQFLQJ IHHV FKDUJHG WR WKH QDWLRQDO SRRO� %XW

JURZHUV VXSSO\LQJ WKH SRRO ZDQW ORZ IHHV DQG FKDUJHV� 7KXV WKH FRQIOLFW

IRU $:% /LPLWHG LV ZKHWKHU LW VKRXOG SOHDVH VKDUHKROGHUV E\ UDLVLQJ

PDUNHWLQJ IHHV RU ZKHWKHU LW VKRXOG SOHDVH ZKHDW SURGXFHUV E\ KDYLQJ ORZ

FRVWV� ORZ IHHV DQG ORZ SURILWV�

� $:% �$XVWUDOLD� /WG DQG $:% �)LQDQFH� /WG KDYH FRQIOLFWV RI LQWHUHVW

LQ WKDW WKHLU IRUWXQHV ³ SDUWLFXODUO\ WKRVH RI $:% �)LQDQFH� /WG ³ DUH

WLHG WR $:% �,QWHUQDWLRQDO� DQG WR $:% /LPLWHG�

6R ORQJ DV SURGXFHUV DQG VKDUHKROGHUV DUH RQH DQG WKH VDPH LW PLJKW EH

DUJXHG WKDW WKLV ZLOO QRW EH D SUREOHP EXW GLIIHUHQFHV LQ KRZ SHRSOH ZRXOG

OLNH WKHLU LQFRPH ³ DV SURILWV RQ ZKHDW RU DV VKDUHKROGHU UHWXUQV ³ DUH OLNHO\

WR HPHUJH DV VRPH JURZHUV WDNH RQ ODUJHU VKDUHKROGLQJV DQG DV JURZHUV ZLWK

GLIIHUHQW IDUP DUHDV DQG VHUYLQJ GLIIHUHQW PDUNHWV GHPDQG D ZLGHU UDQJH RI

PDUNHWLQJ VHUYLFHV�

7KH DELOLW\ RI JURZHUV� ZKHWKHU DV VKDUHKROGHUV RU DV FOLHQWV� WR PRQLWRU DQG

HYDOXDWH WKH $:%·V SHUIRUPDQFH LV D PDMRU VRXUFH RI FRQFHUQ� 1RW RQO\ LV

LQIRUPDWLRQ SRROHG DQG WKHUHIRUH ORVW� EXW DOVR PXFK RI WKH LQIRUPDWLRQ WKDW
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LV DYDLODEOH RQ SHUIRUPDQFH LV KHOG WR EH ¶FRPPHUFLDO�LQ�FRQILGHQFH·� $V

:DWVRQ ������ S� ���� KDV REVHUYHG�

« $:% /LPLWHG FRXOG VXIIHU DQ DFXWH YHUVLRQ RI WKH ¶SULQFLSDO DQG DJHQW·

SUREOHP� &RVWV IRU IDUPHUV �SULQFLSDOV� RI PRQLWRULQJ VDODU\ PDQDJHPHQW �DJHQWV�

ZLOO EH SURKLELWLYH�

7KH FDSDFLW\ RI WKH UHJXODWRU

7KH :KHDW ([SRUW $XWKRULW\� HVWDEOLVKHG XQGHU WKH ���� DPHQGPHQWV WR WKH

:KHDW 0DUNHWLQJ $FW� LV UHVSRQVLEOH IRU FRQWUROOLQJ WKH H[SRUW RI ZKHDW IURP

$XVWUDOLD DQG PRQLWRULQJ $:% �,QWHUQDWLRQDO�·V SHUIRUPDQFH LQ UHODWLRQ WR

WKH H[SRUW RI ZKHDW�

7KHVH WDVNV RI WKH :($ DUH IRUPLGDEOH IRU VHYHUDO UHDVRQV�

� :KLOH WKH FRUSRUDWLRQV ODZ SURYLGHV UHJXODWRU\ FRYHU� WKH HIIHFWLYH

PHFKDQLVPV IRU PRQLWRULQJ $:% �,QWHUQDWLRQDO� VHHP ZHDN�

� 0RVW UHJXODWRUV IDFH� WR VRPH GHJUHH� ZKDW LV UHIHUUHG WR DV ¶LQIRUPDWLRQ

DV\PPHWU\·� 7KLV KDSSHQV ZKHQ WKH UHJXODWRU PXVW UHO\ RQ WKH ILUP LW LV

UHJXODWLQJ IRU SHUIRUPDQFH LQIRUPDWLRQ� 7KLV SUREOHP DSSHDUV WR EH D

SDUWLFXODUO\ ZHLJKW\ SUREOHP LQ WKLV FDVH�

� ,Q QRUPDO FLUFXPVWDQFHV WKH UHJXODWRU RI D PRQRSRO\ ZRXOG EH DFFRXQW�

DEOH WR WKH 3DUOLDPHQW� ,Q WKLV FDVH WKH :($ LV DFFRXQWDEOH WR ERWK WKH

3DUOLDPHQW DQG WKH *&$� 6XFK DFFRXQWDELOLW\ DUUDQJHPHQWV DUH DQ

XQXVXDO UHSUHVHQWDWLRQ RI LQGHSHQGHQFH�

� 7KHUH LV QR HIIHFWLYH DSSHDO PHFKDQLVP�

� 7KH :($·V DXWKRULW\ RYHU $:% �$XVWUDOLD� DQG $:% �)LQDQFH� GRHV

QRW VHHP WR EH ZHOO�VSHFLILHG� <HW� LQ ERWK FDVHV $:% /LPLWHG·V

UHVSRQVLELOLW\ WR VKDUHKROGHUV ZRXOG UHTXLUH LW WR PDQDJH WKH RSHUDWLRQ RI

WKH HQWLUH FRQJORPHUDWH ZLWK D YLHZ WR VDWLVI\LQJ VKDUHKROGHUV DQG QRW

QHFHVVDULO\ JURZHUV�

:KLOH WKH :($ LV UHTXLUHG WR FRQGXFW D UHYLHZ RI ¶WKHVH PDWWHUV EHIRUH WKH

HQG RI ����· �1&3 :KHDW 5HYLHZ 6HFUHWDULDW ����� S� ��� WKH VFRSH RI WKDW

UHYLHZ LV XQFOHDU� 7KHUH LV D TXHVWLRQ DERXW ZKHWKHU LW ZLOO FRYHU�

� WKH SHUIRUPDQFH RI $:% �,QWHUQDWLRQDO� LQ GLVFKDUJLQJ LWV ¶VLQJOH GHVN·

UROH� DQG

� WKH DSSURSULDWHQHVV RI D ¶VLQJOH GHVN·�

7KH OHJLVODWLRQ LV FRQVLVWHQW ZLWK D UHYLHZ WKDW IRFXVHV RQ RQO\ WKH ILUVW WDVN

EXW WKH FRUUHVSRQGLQJ ([SODQDWRU\ 0HPRUDQGXP VXJJHVWV D IRFXV RQ WKH

VHFRQG� 7KH ,VVXHV 3DSHU �S� �� UHSRUWV WKDW WKH :($ VHHV LWV DFWLYLWLHV DV

LQFOXGLQJ ¶WR XQGHUVWDQG DQG UHSRUW RQ WKH LPSDFW RI WKH ´VLQJOH GHVNµ
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DUUDQJHPHQWV RQ WKH ZKHDW LQGXVWU\ DQG� LQ SDUWLFXODU� JURZHUV·� +RZHYHU� LW

VXJJHVWV WKDW D IXQFWLRQ RI WKH UHYLHZ ZLOO EH WR WHVW ¶ZKHWKHU WKHUH LV EURDGHU

LQGXVWU\ VXSSRUW IRU WKLV LQWHUSUHWDWLRQ· �1&3 :KHDW 5HYLHZ 6HFUHWDULDW

����� S� ���

,W VHHPV WKDW WKHUH KDV EHHQ D PRYH IURP D VLWXDWLRQ ZKHUH� IRU PDQ\ \HDUV

�XS WR ������ WKH VWDWXWRU\ DXWKRULW\ ZLWK ¶VLQJOH GHVN· SRZHU IDFHG D SXEOLF

UHYLHZ HYHU\ ILYH \HDUV �WKDW LV� D VXQVHW FODXVH�� WR D VLWXDWLRQ ZKHUH� ZLWK WKH

���� OHJLVODWLYH DPHQGPHQWV� D SULYDWH PRQRSRO\ KDV QR VXQVHW FODXVH DQG DQ

DPELJXRXV UHYLHZ RI SHUIRUPDQFH LQ ���� EXW QRWKLQJ EH\RQG WKDW� 7KH

VWDNHV LQYROYHG LQ WKLV 1&3 UHYLHZ� WKHUHIRUH� DUH UDLVHG FRQVLGHUDEO\�

&IRIJMXW�ERH�GSWXW���XLI�GVY\�SJ�XLI�MWWYI

,I WKH H[SRUW PDUNHWLQJ PRQRSRO\ LV WR SURYLGH D VLJQLILFDQW UHDO QHW EHQHILW WR

$XVWUDOLD DQG� LQ SDUWLFXODU� WR HQKDQFH JURZHUV· LQFRPHV� WKH ¶VLQJOH GHVN·

PXVW EH PDQDJHG LQ VXFK D ZD\ WKDW�

� WKH DYHUDJH H[SRUW UHWXUQ IURP ZKHDW H[SRUWV LV PD[LPLVHG WKURXJK WKH XVH

RI PRQRSRO\ SRZHU�

� WKH FRVWV RI PDUNHWLQJ� LQFOXGLQJ DOO $:% FRVWV DQG DOO RWKHU FRVWV LQ WKH

VXSSO\ FKDLQ� DUH PLQLPLVHG�

� DQ\ DGYHUVH HIIHFWV RQ RWKHU VHFWRUV DUH PLQLPLVHG� DQG

� WKH RYHUDOO QHW SXEOLF EHQHILW LV PD[LPLVHG�

7KH DYHUDJH H[SRUW UHWXUQ LV PD[LPLVHG LI LW LV QRW SRVVLEOH IRU WKH ¶VLQJOH GHVN·

VHOOHU WR WDNH RQH WRQQH RII RQH PDUNHW DQG VHOO LW LQWR DQRWKHU PDUNHW DQG JHW

D EHWWHU SULFH IRU LW� ,W LV QRW VXIILFLHQW WKDW WKH VLQJOH PDUNHWHU DFKLHYHV

¶SUHPLXPV· LQ VRPH PDUNHWV� ¶'LVFRXQWV· RQ RWKHU PDUNHWV PXVW DOVR EH

FRQVLGHUHG� 7KH ¶VLQJOH GHVN· PDUNHWHU PXVW EH XVLQJ LWV PRQRSRO\ SRZHU VR

WKDW WKH DYHUDJH H[SRUW SULFH LV VLJQLILFDQWO\ JUHDWHU WKDQ LW ZRXOG EH XQGHU D

FRPSHWLWLYH PDUNHWLQJ V\VWHP�

&RVWV XQGHU PRQRSROLHV DUH LQYDULDEO\ KLJKHU WKDQ XQGHU FRPSHWLWLRQ� 7KLV

XQGHUOLHV WKH YHU\ EDVLV RI 1&3� $ UHDVRQDEOH SUHVXPSWLRQ� WKHUHIRUH� LV WKDW

DOO PDUNHWLQJ FRVWV XQGHU WKH FXUUHQW PRQRSRO\ DUUDQJHPHQWV DUH KLJKHU WKDQ

WKH\ ZRXOG EH XQGHU D FRPSHWLWLYH PDUNHWLQJ V\VWHP� (LWKHU WKLV PXVW EH

SURYHG ZURQJ RU LW PXVW EH SURYHG WKDW WKH FRVWV RI WKH FXUUHQW PRQRSRO\

DUUDQJHPHQWV DUH RQO\ VOLJKWO\ KLJKHU DQG OHVV WKDQ WKH EHQHILWV�

7KH DGYHUVH HIIHFWV RQ RWKHU VHFWRUV FDQ ULVH LI WKH ¶VLQJOH GHVN· PDUNHWHU LV

VXFFHVVIXO LQ UDLVLQJ WKH DYHUDJH H[SRUW SULFH EHFDXVH WKLV ZLOO UDLVH GRPHVWLF

ZKHDW SULFHV� 7KLV PHDQV KLJKHU LQSXW FRVWV WR GRPHVWLF XVHUV� %XW WKHUH DUH

RWKHU IDFWRUV WR FRQVLGHU DV ZHOO�
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)LQDOO\� WKH QHW HIIHFW RI DOO WKHVH IDFWRUV PXVW EH KLJKHU LQFRPHV IRU ZKHDW

JURZHUV DQG D SRVLWLYH QHW SXEOLF EHQHILW FRPSDUHG ZLWK WKH VLWXDWLRQ XQGHU D

FRPSHWLWLYH PDUNHWLQJ V\VWHP�

:RUNLQJ WKURXJK HDFK RI WKH FRPSRQHQWV RI WKH QHW HIIHFW DQG DSSURSULDWHO\

TXDQWLI\LQJ WKHLU PDJQLWXGHV UDLVHV VRPH YHU\ VLJQLILFDQW KXUGOHV� �6XEVHTXHQW

FKDSWHUV LQ WKLV UHSRUW DUH GHYRWHG WR GHVFULELQJ WKH EXUGHQ RI SURRI QHHGHG WR

FOHDU WKHP��

)URP WKH DERYH� LW IROORZV WKDW LI WKH PRQRSRO\ SRZHU DUJXPHQW GRHV QRW

VWDQG XS WKHUH ZRXOG EH QR SRVVLEOH EDVLV IRU FRQFOXGLQJ WKDW WKH PRQRSRO\

DUUDQJHPHQWV SURYLGH D QHW SXEOLF EHQHILW DQG� KHQFH� QR MXVWLILFDWLRQ IRU

FRQWLQXLQJ WKH PRQRSRO\�

+XUGOH ��

3URYH WKDW WKH $:% KDV PDUNHW SRZHU DQG LV XVLQJ LW WR UDLVH WKH DYHUDJH

H[SRUW SULFH

$ VLQJOH VHOOHU ZRXOG KDYH PDUNHW SRZHU LI LW FRXOG ZLWKKROG VXSSO\ �RU

WKUHDWHQ WR ZLWKKROG VXSSO\� VR DV WR REWDLQ D KLJKHU SULFH IURP SDUWLFXODU

EX\HUV� ,W LV VDLG� IRU H[DPSOH� WKDW LQ WKH -DSDQHVH PDUNHW� EHFDXVH WKH $:%

SURYLGHV $XVWUDOLDQ ZKHDW SURGXFHUV ZLWK D XQLWHG IURQW� LW REWDLQV D KLJKHU

SULFH WKDQ VHYHUDO RU PDQ\ JURZHUV DQG WUDGHUV ZRXOG JHW DIWHU EHLQJ SOD\HG

RII DJDLQVW HDFK RWKHU E\ WKH -DSDQHVH )RRG $JHQF\� $V H[SODLQHG LQ FKDSWHU

� WKHVH SUHFRQGLWLRQV GR QRW DSSHDU WR DSSO\�

7R GHPRQVWUDWH PDUNHW SRZHU LW ZRXOG EH QHFHVVDU\ WR VKRZ WKDW� WKURXJK

SULFH GLVFULPLQDWLRQ EHWZHHQ PDUNHWV RU E\ RWKHU PHDQV� WKH DYHUDJH XQLW

UHWXUQ IURP H[SRUWV LV KLJKHU XQGHU WKH ¶VLQJOH GHVN· WKDQ ZLWKRXW WKH ¶VLQJOH

GHVN·� 7ZR PDWWHUV FRPSOLFDWH WKLV WDVN�

� 3ULFHV YDU\ IRU D ORW RI UHDVRQV VR WKDW LW ZRXOG QHHG WR EH VKRZQ WKDW D

KLJKHU SULFH LQ D SDUWLFXODU PDUNHW WUXO\ UHIOHFWHG WKH DSSOLFDWLRQ RI

PDUNHW SRZHU DQG ZDV QRW WKH UHVXOW RI PDUNHWLQJ PDUJLQV UHIOHFWLQJ VXFK

WKLQJV DV JXDUDQWHHG GHOLYHU\ RI VXSSO\ HYHQ LQ VKRUWIDOO VHDVRQV�

SUHIHUHQWLDO ILQDQFH DQG LQKHUHQW TXDOLW\ DGYDQWDJHV�

� 7KH FRQILGHQWLDOLW\ RI $:% SULFH SHUIRUPDQFH DFURVV PDUNHWV FUHDWHV D

VXEVWDQWLDO SUDFWLFDO EDUULHU WR GHPRQVWUDWLQJ WKH H[LVWHQFH RI PDUNHW SRZHU�

7R JHW RYHU WKLV KXUGOH WKH SURSRQHQWV RI FRQWLQXLQJ WKH PRQRSRO\ VHOOHU

DUUDQJHPHQWV ZRXOG KDYH WR GHPRQVWUDWH WKDW WKH $:% LV GHOLYHULQJ D KLJKHU

DYHUDJH H[SRUW UHWXUQ �IRE� WKDQ D FRPSHWLWLYH PDUNHWLQJ V\VWHP ZRXOG

DFKLHYH� ,Q WKLV FRQWH[W WKH\ ZRXOG QHHG WR UHIXWH FODLPV E\ VXSSOLHUV RI

VSHFLDOW\ QLFKH PDUNHWV WKDW WKH $:% KDV UHOXFWDQWO\ GHYHORSHG QHZ PDUNHWV
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LQ VHYHUDO FDVHV �VHH FKDSWHU ��� 7KH\ ZRXOG DOVR QHHG WR VKRZ WKDW� LI

$XVWUDOLD FDQ H[HUW PDUNHW SRZHU� LW LV QRW GHWULPHQWDO WR LWV ORQJHU WHUP

SRVLWLRQ LQ WKH PDUNHW ³ WKDW LV� EX\HUV GR QRW WXUQ WR RWKHU VXSSOLHUV RU

ZKHDW W\SHV�

:RRO LV D JRRG DQDORJ\� ,I DQ\ $XVWUDOLDQ LQGXVWU\ KDV WKH SRWHQWLDO WR H[HUW

PDUNHW SRZHU LW LV WKH ZRRO LQGXVWU\ EHFDXVH RI $XVWUDOLD·V GRPLQDQFH LQ WKH

LQWHUQDWLRQDO PDUNHW IRU ZRRO� %XW WKLV LQGXVWU\ WULHG DQG IDLOHG ³ WR WKH

SRLQW ZKHUH LW SUDFWLFDOO\ GHYDVWDWHG WKH LQGXVWU\�

7KH PHFKDQLVP E\ ZKLFK WKH ¶VLQJOH GHVN· LV VDLG WR FRXQWHUDFW WKH ¶XQOHYHO

SOD\LQJ ILHOG· ZRXOG QHHG WR EH H[SODLQHG� DV ZHOO DV KRZ VXFFHVVIXO WKLV

VWUDWHJ\ KDV EHHQ�

+XUGOH ��

3URYH WKDW WKH $:%·V PRQRSRO\ LV QRW DGYHUVHO\ DIIHFWLQJ GRPHVWLF

VXSSO\ FKDLQ FRVWV

,W KDV EHHQ ZHOO GRFXPHQWHG WKDW $XVWUDOLD KDV KLJKHU VWRUDJH� KDQGOLQJ DQG

WUDQVSRUW FRVWV WKDQ RWKHU PDMRU ZKHDW H[SRUWHUV �*&$ ������ 7KH PDLQ

UHDVRQ IRU WKLV LV WKDW WKH H[SRUW PRQRSRO\ LV HQWUHQFKHG WKURXJKRXW WKH

VXSSO\ FKDLQ EDFN WR WKH ORFDO VLOR� UHVXOWLQJ LQ WKH IRVVLOLVDWLRQ RI H[LVWLQJ

VWUXFWXUHV DQG D ODFN RI LQQRYDWLRQ LQ JUDLQ KDQGOLQJ� WUDQVSRUW DQG VWRUDJH�

3URSRQHQWV RI WKH ¶VLQJOH GHVN· FDQQRW GHQ\ WKDW JUHDWHU FRPSHWLWLRQ ZRXOG

VLJQLILFDQWO\ UHGXFH FRVWV LQ WKLV FDVH�

+XUGOH ��

3URYH WKDW SRROLQJ DQG ¶VLQJOH GHVN· VHOOLQJ DUH QRW UDLVLQJ FRVWV WR JURZHUV

RU UHVWULFWLQJ WKHLU DELOLW\ WR PDQDJH WKHLU ULVN

7KH UHYLHZ ZLOO QHHG WR WHVW ZKHWKHU PHFKDQLVPV VXFK DV WKH PDQGDWRU\

SRROLQJ RI H[SRUW ZKHDW GR PRUH JRRG WKDQ KDUP� )RU H[DPSOH� VXFK SRROLQJ

SUHFOXGHV JURZHUV IURP HIIHFWLYHO\ PDQDJLQJ WKHLU RZQ ULVNV� $OVR� WKH FRVWV RI

UXQQLQJ WKH SRRO DQG ILQDQFLQJ KDUYHVW SD\PHQWV DSSHDU XQGXO\ ODUJH�

+XUGOH ��

3URYH WKDW WKHUH DUH QR� RU PLQLPDO� DGYHUVH HIIHFWV RQ RWKHU LQGXVWULHV

7KLV 1&3 KXUGOH KDV VHOGRP EHHQ WDFNOHG LQ RWKHU UHYLHZV RI ZKHDW PDUNHW�

LQJ� <HW LW LV REYLRXV WKDW PDQ\ RWKHU LQGXVWULHV DUH DIIHFWHG E\ WKH ZKHDW

PDUNHWLQJ DUUDQJHPHQWV� 7KH UHYLHZ ZLOO QHHG WR ZHLJK XS DQG GHPRQVWUDWH

WKDW WKHVH LQGXVWU\ HIIHFWV DUH HLWKHU EHQLJQ RU RXWZHLJKHG E\ EHQHILWV�
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+XUGOH ��

3URYH WKDW WKH ¶VLQJOH GHVN· IDYRXUDEO\ DGGUHVVHV HQYLURQPHQWDO� UHJLRQDO

DQG VRFLDO LVVXHV

3URSRQHQWV RI WKH ¶VLQJOH GHVN· ZLOO QHHG WR H[SODLQ ZK\ D ¶VLQJOH GHVN· LV

EHWWHU IRU WKH HQYLURQPHQW WKDQ D FRPSHWLWLYH PDUNHWLQJ V\VWHP DQG ZK\ LW LV

PRUH IDYRXUDEO\ GLVSRVHG WR DVVLVWLQJ UHJLRQDO GHYHORSPHQW DQG UXUDO FRP�

PXQLWLHV DQG WR DGGUHVVLQJ VRFLDO SUREOHPV�

+XUGOH ��

3URYH WKDW WKH QHW SXEOLF EHQHILW RI ¶VLQJOH GHVN· VHOOLQJ LV SRVLWLYH DQG

VLJQLILFDQW E\ SURYLGLQJ TXDQWLWDWLYH HYLGHQFH

7R HVWLPDWH WKH QHW SXEOLF EHQHILW RI ¶VLQJOH GHVN· VHOOLQJ UHTXLUHV WKH

FRQVWUXFWLRQ RI D FRPSUHKHQVLYH HFRQRPLF PRGHO RI ZKHDW WUDGLQJ WKDW

LQFRUSRUDWHV DOO RI WKH HVVHQWLDO HOHPHQWV RI WKH ¶VLQJOH GHVN· LVVXH� 7KLV PRGHO

ZRXOG EH XVHG WR HVWLPDWH WKH QHW HFRQRPLF JDLQ RU ORVV IURP ¶VLQJOH GHVN·

VHOOLQJ� ZKLFK ZRXOG EH FRPSDUHG ZLWK WKH UHVXOWV RI D FRPSHWLWLYH PDUNHWLQJ

V\VWHP�

+XUGOH ��

3URYH WKDW WKHUH DUH QR DOWHUQDWLYH PDUNHWLQJ DUUDQJHPHQWV� LQFOXGLQJ

SDUWLDO GHUHJXODWLRQ� WKDW ZRXOG DFKLHYH WKH LPSOLFLW REMHFWLYHV RI WKH

:KHDW 0DUNHWLQJ $FW

7KLV KXUGOH LV SUREDEO\ WKH PRVW GLIILFXOW WR FOHDU� (YHQ LI DOO RWKHU KXUGOHV DUH

FOHDUHG� LW QHHGV WR EH GHPRQVWUDWHG WKDW PDUNHW SRZHU FRXOG QRW EH

DFKLHYHG LQ D OHVV UHVWULFWLYH ZD\� 1R RQH VHULRXVO\ DUJXHV WKDW WKH $:% KDV

PDUNHW SRZHU LQ DOO PDUNHWV� :RXOG LW EH SRVVLEOH� IRU H[DPSOH� WR DOORZ

H[SRUW FRPSHWLWLRQ LQ WKRVH PDUNHWV ZKHUH WKH $:% GRHV QRW KDYH PDUNHW

SRZHU DQG�RU WR VHOO SHUPLWV E\ DXFWLRQ RU WHQGHU WR PDUNHWHUV ZLVKLQJ WR

VXSSO\ ZKHDW WR PDUNHWV ZKHUH $XVWUDOLD PD\ KDYH VRPH PDUNHW SRZHU" 7KH

SULFHV SDLG IRU WKH SHUPLWV ZRXOG TXLFNO\ UHYHDO WKH H[WHQW RI PDUNHW SRZHU�



��

� 1EVOIX�TS[IV�ERH�TVMGI�TVIQMYQW

7+( 21/< &5(',%/( -867,),&$7,21 IRU D FRXQWU\ ZLWK D FRPSHWLWLYH

PDUNHWLQJ V\VWHP WR LQWURGXFH D ¶VLQJOH GHVN· IRU H[SRUW PDUNHWLQJ ZRXOG EH

WKDW WKH ¶VLQJOH GHVN· VHOOHU FRXOG XVH LWV PDUNHW SRZHU WR SULFH GLVFULPLQDWH

EHWZHHQ PDUNHWV DQG DFKLHYH D VLJQLILFDQWO\ KLJKHU DYHUDJH H[SRUW UHWXUQ� %XW

LW ZRXOG EH YHU\ GLIILFXOW WR GHPRQVWUDWH WKLV LQ WKH FDVH RI $XVWUDOLDQ ZKHDW�

DV WKLV FKDSWHU ZLOO VKRZ�

7ZR RWKHU ZD\V LQ ZKLFK D KLJKHU DYHUDJH H[SRUW UHWXUQ PLJKW EH DFKLHYHG E\

D PRQRSRO\ H[SRUWHU RI ZKHDW IROORZ�

� 7KH ¶VLQJOH GHVN· H[SRUWLQJ DJHQF\ DGRSWV D SURGXFW GLIIHUHQWLDWLRQ

VWUDWHJ\� %XW WKLV EHJV WKH TXHVWLRQ RI ZK\ WKH FRPSHWLWLYH PDUNHWLQJ

V\VWHP QHHGHG WR EH FKDQJHG WR D ¶VLQJOH GHVN· V\VWHP WR DFKLHYH WKLV�

� 6RPH LPSRUWLQJ FRXQWULHV KDYH ¶VLQJOH GHVN· JRYHUQPHQW EX\LQJ DJHQFLHV

WKDW SUHIHU WR GHDO RQ D JRYHUQPHQW�WR�JRYHUQPHQW EDVLV� %XW WKLV UDLVHV

TXHVWLRQV VXFK DV ZK\ H[SRUWV WR DOO PDUNHWV QHHG WR FRPH XQGHU D ¶VLQJOH

GHVN· DQG ZKHWKHU WKH VROH EX\LQJ DJHQFLHV LQ WKHVH LPSRUWLQJ FRXQWULHV

FRQVLVWHQWO\ SD\ DERYH ZRUOG SULFHV IRU FRPSDUDEOH ZKHDW JUDGHV DQG ZK\�

(DFK RI WKHVH FDVHV LV H[DPLQHG ODWHU LQ WKLV FKDSWHU� %XW� ILUVW� DQ RYHUYLHZ RI

LQWHUQDWLRQDO DQG $XVWUDOLDQ ZKHDW PDUNHWV LV SURYLGHG� 7KLV GHPRQVWUDWHV

WKH KLJKO\ FRPSHWLWLYH QDWXUH RI WKH LQWHUQDWLRQDO PDUNHW DQG WKH GLIILFXOWLHV

DQ\ ¶VLQJOH GHVN· H[SRUWHU KDV LQ DWWHPSWLQJ WR H[HUW PDUNHW SRZHU� 7KH

PHDQLQJ RI WHUPV FRPPRQO\ XVHG LQ GLVFXVVLRQV RI WKH ¶VLQJOH GHVN· DUH

FODULILHG LQ ER[ ����

7OIXGL�SJ�XLI�[SVPH�[LIEX�QEVOIX

:RUOG ZKHDW SURGXFWLRQ KDV JURZQ WR EH QHDUO\ ��� PLOOLRQ WRQQHV D \HDU EXW

IRU ZHOO RYHU D GHFDGH WKH DPRXQW WUDGHG KDV EHHQ VWHDG\ DW DURXQG ���

PLOOLRQ WRQQHV D \HDU ³ �� SHU FHQW RI SURGXFWLRQ� $XVWUDOLD LV RQH RI ILYH

PDMRU H[SRUWHUV EXW DFFRXQWV IRU RQO\ �� SHU FHQW RI WRWDO ZKHDW WUDGHG �FKDUW

���� DQG � SHU FHQW RI ZRUOG ZKHDW SURGXFWLRQ�
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��� 'PEVMJ]MRK XIVQW YWIH

7MRKPI HIWO

8LMW GSQQSRP] YWIH XIVQ WMQTP] QIERW XLEX SRI SVKERMWEXMSR � MR XLMW GEWI�

%;& �-RXIVREXMSREP� � MW� F] PE[� KMZIR WSPI VMKLX XS I\TSVX FYPO [LIEX JVSQ

%YWXVEPME�

1SRSTSP]

%R SVKERMWEXMSR MW WEMH XS FI E QSRSTSPMWX MJ MX MW XLI WSPI WIPPIV SJ E TEVXMGYPEV

GSQQSHMX]� �% QSRSTWSRMWX MW XLI SRP] FY]IV SJ E GSQQSHMX]�� %;&

�-RXIVREXMSREP� LEW E QSRSTSP] SR XLI WEPI SJ %YWXVEPMER FYPO I\TSVX [LIEX�

;LMPI KVS[IVW GER WIPP XLIMV [LIEX XS ER]SRI MR %YWXVEPME� XLI] EVI JSVGIH XS

HIPMZIV [LIEX HIWXMRIH JSV I\TSVX � RIEVP] XLVII�UYEVXIVW SJ [LIEX

TVSHYGIH � XS %;& �-RXIVREXMSREP�
W REXMSREP TSSP� -X MW RSX E QSRSTSP]

WIPPIV SJ [LIEX EW MRXIVREXMSREP FY]IVW GER GLSSWI XS TYVGLEWI [LIEX JVSQ E

[MHI VERKI SJ WSYVGIW�

1EVOIX TS[IV

% WIPPIV MW WEMH XS LEZI QEVOIX TS[IV MJ MX MW EFPI XS I\XVEGX E RSRXVMZMEP�

RSRXVERWMXSV] MRGVIEWI MR TVMGI MR E TEVXMGYPEV QEVOIX F] VIHYGMRK WYTTPMIW XS

MX SV XLVIEXIRMRK XS [MXLLSPH WYTTP]�

4VMGI TVIQMYQW

-R GSRXI\X SJ XLMW VIZMI[ E DWMRKPI HIWO
 TVMGI TVIQMYQ WLSYPH VIJIV XS ER]

TVMGI MRGVIEWI VIGIMZIH TYVIP] EW E VIWYPX SJ %;& �-RXIVREXMSREP�
W DWMRKPI

HIWO
 WIPPIV WXEXYW� -X MW XLI HMJJIVIRGI FIX[IIR XLI TVMGI VIGIMZIH [MXL %;&

�-RXIVREXMSREP� LEZMRK DWMRKPI HIWO
 WXEXYW ERH XLI TVMGI XLEX [SYPH LEZI

FIIR VIGIMZIH JSV XLI WEQI [LIEX MR XLI EFWIRGI SJ XLI DWMRKPI HIWO
� 3J

GSYVWI� XLI PEXXIV MW RSX SFWIVZEFPI ERH QYWX FI IWXMQEXIH XLVSYKL IGSRSQMG

QSHIPPMRK SV SXLIV QIERW� D7MRKPI HIWO
 TVIQMYQW GER FI SFXEMRIH JVSQ E

TEVXMGYPEV QEVOIX SV XLVSYKL TVMGI HMWGVMQMREXMSR EGVSWW E RYQFIV SJ

QEVOIXW� MR [LMGL GEWI XLI TVIQMYQ MW XLI QEVKMR EFSZI XLI EZIVEKI I\TSVX

TVMGI SFXEMRIH YRHIV GSQTIXMXMZI QEVOIXMRK�

8LIVI QE] FI SXLIV X]TIW SJ TVIQMYQ WYGL EW DUYEPMX] TVIQMYQW
� [LMGL

VIJIV XS MRGVIEWIH QEVKMRW VIGIMZIH JSV UYEPMX]� FYX XLIWI LEZI RSXLMRK XS HS

[MXL DWMRKPI HIWO
 WIPPMRK� -X MW RSX ZEPMH XS XEPO SJ XLI DWMRKPI HIWO
 TVMGI

TVIQMYQ EW XLI HMJJIVIRGI FIX[IIR XLI LMKLIV TVMGIW VIGIMZIH F] %;&

�-RXIVREXMSREP� JVSQ TEVXMGYPEV QEVOIXW ERH XLI EZIVEKI [SVPH [LIEX TVMGI�

8LIVI GSYPH FI ER] RYQFIV SJ VIEWSRW JSV WYGL SFWIVZIH HMJJIVIRGIW XLEX

LEZI RSXLMRK XS HS [MXL DWMRKPI HIWO
 WIPPMRK� 2IMXLIV MW MX ZEPMH XS GSRWMHIV

XLI DWMRKPI HIWO
 TVIQMYQ MR E TEVXMGYPEV QEVOIX EW FIMRK XLI QEVKMR XLEX

%;& �-RXIVREXMSREP� QMKLX KIX EFSZI XLI TVMGI E GSQTIXMXSV [SYPH KIX� 8LI

GSQTIXMXSV QE] FI WYTTP]MRK E PIWW TVIJIVVIH X]TI SJ [LIEX SV SJJIVMRK

JI[IV WIVZMGIW�
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��� 1ENSV I\TSVXIVW
 WLEVIW SJ [SVPH XVEHI MR [LIEX� �������

;SVPH XVEHI ���� 1X�

%VKIRXMRE

��

3XLIV

��� 97%

���

%YWXVEPME

���
)9

���

'EREHE

���

(EXE WSYVGI� %&%6) �������

$XVWUDOLD IDFHV HQRUPRXV FRPSHWLWLRQ LQ ZRUOG ZKHDW WUDGH �*&$ ������ ,W

FRPSHWHV DJDLQVW ODUJH SURGXFHUV WKDW H[SRUW D PXFK ORZHU SURSRUWLRQ RI WKHLU

WRWDO ZKHDW SURGXFWLRQ DQG DUH WKHUHIRUH OHVV YXOQHUDEOH WR WKH LQWHQVH

LQWHUQDWLRQDO FRPSHWLWLRQ� 7KHVH FRQVLGHUDWLRQV DORQH FDVW GRXEW RQ $XVWUDOLD

EHLQJ LQ D SRVLWLRQ WR H[HUW DQ\ VLJQLILFDQW PDUNHW SRZHU LQ LQWHUQDWLRQDO

PDUNHWV�

7KH PDMRU LPSRUWLQJ FRXQWULHV VKRZQ LQ FKDUW ��� DFFRXQW IRU RYHU �� SHU

FHQW RI WRWDO ZKHDW LPSRUWV�

6HYHUDO LPSRUWHUV VXFK DV (J\SW DQG -DSDQ KDYH PDLQWDLQHG UHODWLYHO\ VWHDG\

OHYHOV RI LPSRUWV RYHU WKH SDVW GHFDGH� EXW RWKHUZLVH WKHUH KDYH EHHQ PDMRU

FKDQJHV LQ LPSRUW SDWWHUQV� $IWHU ����� %UD]LO HPHUJHG DV D PDMRU PDUNHW EXW

WKH IRUPHU 8665 DQG &KLQD KDYH VXEVWDQWLDOO\ UHGXFHG LPSRUWV� ,QGLD LV D

VSRUDGLF LPSRUWHU DQG LV VRPHWLPHV DQ H[SRUWHU�

7KH ZRUOG ZKHDW PDUNHW LV IUHTXHQWO\ GLYLGHG JHRJUDSKLFDOO\� 6RXWK $PHULFDQ

PDUNHWV DUH VHUYLFHG SULPDULO\ E\ $UJHQWLQD� WKH 8QLWHG 6WDWHV DQG &DQDGD�

DQG QRUWK $IULFDQ PDUNHWV E\ WKH (XURSHDQ 8QLRQ� $XVWUDOLD WHQGV WR

FRQFHQWUDWH LWV H[SRUWV LQ $VLD� WKH 0LGGOH (DVW DQG WKH *XOI�

3ROLWLFV WRR SOD\V D UROH LQ WKH GLYLVLRQ RI WKH ZRUOG ZKHDW PDUNHW� 7KH 8QLWHG

6WDWHV LV FXUUHQWO\ QRW VHOOLQJ ZKHDW WR ,UDT DQG ,UDQ EXW GRPLQDWHV WKH

3KLOLSSLQH DQG 6RXWK .RUHDQ PDUNHWV� $OVR� ZKHQ WKH 8QLWHG 6WDWHV EDWWOHG

WKH (XURSHDQ 8QLRQ RYHU H[SRUW VXEVLGLHV� $XVWUDOLD DQG &DQDGD WHQGHG WR

UHGXFH H[SRUWV WR WKRVH PDUNHWV ZKHUH UHWXUQV ZHUH GHSUHVVHG E\ WKH VXEVLGLHV�

%XW VLQFH ���� QR 86 ZKHDW H[SRUWV KDYH DWWUDFWHG VXEVLGLHV XQGHU LWV ([SRUW

(QKDQFHPHQW 3URJUDP�
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2I WKH LPSRUWHUV OLVWHG LQ FKDUW ���� -DSDQ DQG 6RXWK .RUHD DUH WZR RI WKH IHZ

KLJK SULFH RU TXDOLW\�FRQVFLRXV PDUNHWV� 6RPH 0LGGOH (DVW PDUNHWV EX\

VSHFLDO $6: RU $3: ZKHDWV ZKLOH FRXQWULHV VXFK DV 0DOD\VLD� 7KDLODQG DQG

6LQJDSRUH PD\ EX\ VRPH VSHFLDO JUDGHV IRU QRRGOHV� ILVK IHHG DQG RWKHU HQG

XVHV� %X\HUV LQ RWKHU PDUNHWV W\SLFDOO\ SXUFKDVH WKH PRVW FRPSHWLWLYHO\ SULFHG

ZKHDW WR VXLW WKHLU JHQHUDO UHTXLUHPHQWV�

%YWXVEPME
W�I\TSVX�QEVOIXW

0RVW ZKHDW SURGXFHG LQ $XVWUDOLD LV GHVWLQHG WR EH H[SRUWHG �FKDUW �����

$:% �,QWHUQDWLRQDO� LV REOLJHG WR WDNH GHOLYHU\ RI DOO WKH ZKHDW WKDW LV IRU

H[SRUW� $V WKH VROH VHOOHU RI $XVWUDOLDQ H[SRUW ZKHDW� LWV DLP LV WR JHW WKH

KLJKHVW DYHUDJH SULFH �IRE HTXLYDOHQW EDVLV� IURP WKH VDOH RI SRRO ZKHDW�

$XVWUDOLD H[SRUWV ZKHDW WR QHDUO\ �� PDUNHWV EXW LWV WRS �� PDUNHWV DFFRXQW

IRU RYHU �� SHU FHQW RI $XVWUDOLD·V WRWDO ZKHDW H[SRUWV �FKDUW ����� 3DNLVWDQ

KDV RQO\ UHFHQWO\ FRPH WR SURPLQHQFH DV D PDUNHW IRU $XVWUDOLDQ ZKHDW� 7KH

*XOI :DU VHYHUHO\ FXUWDLOHG ,UDT·V DELOLW\ WR EX\ $XVWUDOLDQ ZKHDW EXW LW LV

RQFH DJDLQ D ODUJH PDUNHW IRU $XVWUDOLDQ ZKHDW�

&RPSDUHG ZLWK WKH H[SRUWLQJ FRXQWULHV LQ WKH QRUWKHUQ KHPLVSKHUH�

$XVWUDOLD LV DEOH WR VXSSO\ GU\ ZKLWH ZKHDWV WKDW DUH SUHIHUUHG LQ VHYHUDO

��� %YWXVEPME
W QENSV QEVOIXW JSV [LIEX I\TSVXW

� ��� ���� ���� ����

-VER

)K]TX

-RHSRIWME

4EOMWXER

-VEU

.ETER

7� /SVIE

1EPE]WME

=IQIR

9RMXIH %VEF )QMVEXIW

*SVQIV 9776

'LMRE

)\TSVXW �OX�

�������

�������

(EXE WSYVGI� %&%6) �������
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PDUNHWV� $6: DQG $3: ZKHDWV DUH VXLWDEOH IRU QRRGOHV DQG�RU YDULHWLHV RI

FDNHV� ELVFXLWV� SDVWU\ DQG RWKHU VLPLODU HQG XVHV� %XW SURWHLQ OHYHOV DUH

JHQHUDOO\ OHVV WKDQ LQ 86 +DUG 5HG :LQWHU DQG +DUG 5HG 6SULQJ ZKHDWV DQG

&DQDGLDQ :LQWHU 5HG 6SULQJ ZKHDWV� 7KHVH KLJKHU SURWHLQ ZKHDWV WHQG WR EH

PRUH VXLWHG WR EUHDG DQG SDVWD�

&KDUW ��� JLYHV WKH SURSRUWLRQ RI $:% UHFHLYDOV RI YDULRXV JUDGHV RI

$XVWUDOLDQ ZKHDW� 1HDUO\ WKUHH�TXDUWHUV RI $XVWUDOLDQ ZKHDW LV $6: RU $3:

JUDGHV �WKHVH ZHUH OXPSHG WRJHWKHU DV $6: SULRU WR ��������� ,W LV WKHVH

JUDGHV RI ZKHDW IRU ZKLFK WKH 0LOOLQJ :KHDW 3URMHFW UHSRUW FRQFOXGHG WKDW

¶$6: GRHV QRW DSSHDU WR FRQVLVWHQWO\ JHW D SUHPLXP� HYHQ LQ TXDOLW\ PDUNHWV·

�*&$ ����� S� ����

%;&��-RXIVREXMSREP��EW�E�TVMGI�HMWGVMQMREXMRK�QSRSTSPMWX

7KH RQO\ FUHGLEOH MXVWLILFDWLRQ IRU D PRQRSRO\ VHOOHU RI $XVWUDOLDQ SRRO ZKHDW

LV WKDW WKH VHOOHU LV DEOH WR DFKLHYH D KLJKHU DYHUDJH IRE HTXLYDOHQW UHWXUQ

DFURVV DOO SRRO ZKHDW VDOHV WKDQ D FRPSHWLWLYH PDUNHWLQJ V\VWHP FRXOG

DFKLHYH� 7R GR WKLV� WKH PRQRSRO\ VHOOHU ZRXOG QHHG WR SULFH GLVFULPLQDWH

EHWZHHQ LWV PDUNHWV ZKLOH HTXDWLQJ PDUJLQDO UHYHQXHV DFURVV DOO PDUNHWV�

LQFOXGLQJ WKH GRPHVWLF PDUNHW� 7KH $XVWUDOLDQ %DUOH\ %RDUG VWDWHG WKDW LW

DFWV LQ WKLV ZD\�

,Q HVVHQFH� WKH $%% XVHV GLIIHUHQW SULFLQJ VWUDWHJLHV LQ GLIIHUHQW PDUNHWV

GHSHQGLQJ RQ WKHLU HODVWLFLWLHV RI GHPDQG LQ RUGHU WR PD[LPLVH WKH WRWDO UHWXUQ�

�&,( ����E� S� ���

��� ;LIEX VIGIMZEPW F] XLI %;&� F] KVEHI� �������

%YWXVEPMER

7XERHEVH ;LMXI

���

%YWXVEPMER

4VIQMYQ ;LMXI

���

%YWXVEPMER +IRIVEP

4YVTSWI

���

%YWXVEPMER ,EVH

���

%YWXVEPMER 4VMQI

,EVH

��

(EXE WSYVGI� %;& 0MQMXIH �������
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$QG WKH *&$ EHOLHYHV WKDW WKH ¶VLQJOH GHVN· RSHUDWHV LQ WKLV ZD\�

7KH $:%·V VLQJOH GHVN VHOOHU VWDWXV HQDEOHV LW WR FRQWURO VXSSO\ DQG SULFH

GLVFULPLQDWH EHWZHHQ PDUNHWV� �+RRNH ����� S� Y�

$VVXPLQJ IRU WKH PRPHQW WKDW $:% �,QWHUQDWLRQDO� GRHV RSHUDWH LQ WKLV

ZD\� WR VXFFHVVIXOO\ SULFH GLVFULPLQDWH LW ZRXOG QHHG WR HTXDOLVH PDUJLQDO

UHWXUQV RQ DQ IRE EDVLV DFURVV DOO PDUNHWV� )RU WKLV WR EH WKH FDVH FHUWDLQ

SUHFRQGLWLRQV QHHG WR DSSO\�

� 7KH ¶VLQJOH GHVN· VHOOHU PXVW KDYH WKH SRZHU WR UHGLUHFW VXSSOLHV EHWZHHQ

PDUNHWV�

� 7KH GHPDQG FKDUDFWHULVWLFV RI PDUNHWV �HODVWLFLWLHV� PXVW YDU\� 6RPH

PDUNHWV PXVW EH VLJQLILFDQWO\ PRUH SULFH UHVSRQVLYH WR YDULDWLRQV LQ VXSSO\

WKDQ RWKHUV DUH�

� 7KH ¶VLQJOH GHVN· VHOOHU PXVW NQRZ WKH GLIIHUHQFHV LQ GHPDQG FKDUDFWHU�

LVWLFV ZLWK D KLJK GHJUHH RI DFFXUDF\ ³ DFURVV PDUNHWV� DFURVV ZKHDW

JUDGHV DQG DFURVV WLPH�

� 7KH ¶VLQJOH GHVN· VHOOHU PXVW NQRZ WKH VXSSO\ UHDFWLRQV RI LWV FRPSHWLWRUV

WR DQ\ SULFH LQFUHDVHV LW FUHDWHV DQG EH VXUH WKDW LWV FRPSHWLWRUV GR QRW

LQFUHDVH VXSSOLHV WR WKH PDUNHW ZKHUH LW KDV UHVWULFWHG VXSSOLHV�

� 7KH ¶VLQJOH GHVN· VHOOHU PXVW EH DEOH WR XVH LWV PDUNHW GHPDQG DQG VXSSO\

LQIRUPDWLRQ WR DQDO\VH FRPSOH[ LQWHUDFWLRQV EHWZHHQ DOO PDUNHWV WR

RSWLPLVH LWV DOORFDWLRQ RI H[SRUW VDOHV WR PDUNHWV WR DFKLHYH WKH QHW JDLQV�

&DVH $ LQ FKDUW ��� LV D VLPSOH UHSUHVHQWDWLRQ RI KRZ D PRQRSROLVW FDQ

PD[LPLVH SURILWV E\ SULFH GLVFULPLQDWLQJ EHWZHHQ PDUNHWV LI DOO WKH FRQGLWLRQV

VSHFLILHG DERYH DSSO\� &RPSDUHG ZLWK D FRPSHWLWLYH PDUNHW VLWXDWLRQ� WKH

PRQRSROLVW ZLOO VHOO OHVV LQ WKH OHVV HODVWLF PDUNHW DQG PRUH LQ WKH PRUH HODVWLF

PDUNHW� JLYHQ WKDW LW KDV D FHUWDLQ TXDQWLW\ WR VHOO� ,Q HDFK PDUNHW� WKH

UHOHYDQW GHPDQG FXUYH LQFRUSRUDWHV QRW RQO\ WKH LQIOXHQFH RI ZKHDW EX\HUV LQ

WKH LPSRUWLQJ FRXQWU\� EXW DOVR WKH FKDUDFWHULVWLFV RI RWKHU VXSSOLHV RI ZKHDW

DQG FORVH VXEVWLWXWHV LQ WKDW PDUNHW� ,W DVVXPHV WKDW� GHVSLWH WKH FRXQWHU�

YDLOLQJ DFWLRQV RI RWKHU VXSSOLHUV� WKH PRQRSROLVW KDV VRPH PDUNHW SRZHU LQ

HDFK RI WKH PDUNHWV RU DW OHDVW WKH PRVW SULFH UHVSRQVLYH PDUNHW�

7KLV VWUDWHJ\� KRZHYHU� PHDQV WKDW D VXFFHVVIXO PRQRSROLVW PXVW KDYH DFFHVV WR

LPPHQVH DPRXQWV RI UHOLDEOH LQIRUPDWLRQ DERXW WKH GHPDQG FKDUDFWHULVWLFV RI

EX\HUV LQ WKH LPSRUWLQJ FRXQWU\ DQG WKH VXSSO\ FKDUDFWHULVWLFV RI FRPSHWLWRUV�

:LWK $:% �,QWHUQDWLRQDO� VHOOLQJ VFRUHV RI GLIIHUHQW ZKHDW W\SHV WR QHDUO\ ��

GLIIHUHQW PDUNHWV� ZLWK RWKHU VXSSOLHUV KROGLQJ GLIIHUHQW FRPSHWLWLYH SRVLWLRQV

DQG ZLWK FRQVWDQWO\ FKDQJLQJ HFRQRPLF DQG SROLWLFDO HQYLURQPHQWV� WKH

LQIRUPDWLRQ GHPDQGV IRU DQ HIIHFWLYH SULFH GLVFULPLQDWLRQ VWUDWHJ\ DUH

HQRUPRXV� 0RVW ZRXOG VD\ WKDW WKH WDVN LV LPSRVVLEOH�
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��� %R SFWIVZIH TVMGI TVIQMYQ HSIW RSX RIGIWWEVMP] QIER ER MRGVIEWI

MR QEVOIX VIZIRYI

1EVOIX � 1EVOIX �

'EWI &� 4IWWMQMWXMG � IPEWXMG QEVOIX �� MRIPEWXMG QEVOIX �

1EVOIX � 1EVOIX �

'EWI %� 3TXMQMWXMG � MRIPEWXMG QEVOIX �� IPEWXMG QEVOIX �

3FWIVZIH
QEVOIX
TVIQMYQ 4VMGI YRHIV

GSQTIXMXMSR

(IQERH JSV
MQTSVXW

(IQERH JSV
MQTSVXW

4k
�

4
[

4k
�

5
�

5
�

5YERXMX] 5YERXMX]5k
�

5k
�

6IWYPXW� 6IWXVMGXMRK WYTTPMIW XS QEVOIX � VEMWIW VIZIRYI JVSQ FSXL QEVOIXW�
�&PYI EVIEW �KEMRW� MR IEGL GEWI EVI KVIEXIV XLER VIH EVIEW �PSWWIW���

'EWI % ERH GEWI & MPPYWXVEXI E RYQFIV SJ MQTSVXERX TSMRXW�

� -R IEGL GEWI� E QEVOIX DTVIQMYQ
 MW SFWIVZIH� FYX XLMW FIEVW RS VIPEXMSRWLMT XS

[LIXLIV VIXYVRW EVI FIMRK QE\MQMWIH�

� 8LI QEVOIXIV QYWX VIWXVMGX WYTTPMIW XS QEVOIX � MR SVHIV XS GETXYVI E TVIQMYQ ERH

VEMWI XSXEP I\TSVX VIZIRYI �GEWI %�� FYX MJ WYTTPMIW EVI VIWXVMGXIH MR XLI [VSRK

QEVOIX �GEWI &�� SZIVEPP VIZIRYI [MPP JEPP ERH XLI EZIVEKI I\TSVX TVMGI [MPP FI EX E

HMWGSYRX XS XLI EZIVEKI [SVPH TVMGI�

� 8LI DTVIQMYQ
 SFWIVZIH MW MRJPEXIH MJ MX MW NYHKIH EKEMRWX TVMGIW VIGIMZIH F] E TVMGI

HMWGVMQMREXMRK QEVOIXIV �4k
�
r 4k

�
�� -X WLSYPH FI NYHKIH EKEMRWX XLI [SVPH TVMGI

YRHIV GSQTIXMXMSR �4k
�
r 4

[
�� 8LI DHMWGSYRXW
 MR XLI SXLIV QEVOIX SV QEVOIXW QYWX

FI GSRWMHIVIH�

� 3XLIV XLMRKW FIMRK IUYEP� VIWXVMGXMRK WYTTPMIW XS E OI] QEVOIX MW XLI SRP] [E] SJ

I\IVGMWMRK QEVOIX TS[IV� FYX XLMW VYRW XLI VMWO SJ PIXXMRK SXLIV WYTTPMIVW QSZI MR�

6IWYPXW� 3ZIVEPP VIZIRYI ERH XLI EZIVEKI TVMGI EVI HIGVIEWIH IZIR XLSYKL E TVIQMYQ
MW SFWIVZIH MR QEVOIX �� �6IH EVIEW �PSWWIW� EVI KVIEXIV XLER FPYI EVIEW �KEMRW���

3FWIVZIH
QEVOIX
TVIQMYQ

(IQERH JSV
MQTSVXW

(IQERH JSV
MQTSVXW4k

�

4
[

4k
�

5
�

5
�

5YERXMX] 5YERXMX]5k
�

5k
�

4VMGI YRHIV
GSQTIXMXMSR

7SYVGI� (IVMZIH JVSQ '-) �����F� T� ����
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7KH ULVNV RI VXFK D VWUDWHJ\ DUH KLJK� ,I DQ DVSLULQJ PRQRSROLVW PLVMXGJHV WKH

UHODWLYH FKDUDFWHULVWLFV RI HDFK PDUNHW �UHODWLYH HODVWLFLWLHV� LW FDQ VLJQLILFDQWO\

UHGXFH WRWDO UHYHQXH IURP H[SRUW VDOHV DQG WKH DYHUDJH H[SRUW SULFH ZLOO EH DW

D GLVFRXQW WR WKH DYHUDJH WKDW ZRXOG SUHYDLO XQGHU FRPSHWLWLYH PDUNHWLQJ�

%XW WKHUH ZRXOG VWLOO EH D SULFH ¶SUHPLXP· RU SULFH GLIIHUHQFH EHWZHHQPDUNHWV�

ZKLFK WKH ¶VLQJOH GHVN· VHOOHU ZRXOG SURXGO\ DQQRXQFH WR JURZHUV�

&DVH % LQ FKDUW ��� VKRZV WKH FDVH ZKHUH WKH DVSLULQJ PRQRSROLVW FRPSOHWHO\

PLVMXGJHV WKH FKDUDFWHULVWLFV RI HDFK PDUNHW� ,W WKLQNV PDUNHW � LV D UHODWLYHO\

LQHODVWLF RU KLJKO\ SULFH�UHVSRQVLYH PDUNHW ZKHQ LW LV QRW� $QG LW WKLQNV

PDUNHW � LV UHODWLYHO\ SULFH XQUHVSRQVLYH WR VXSSO\ LQFUHDVHV� EXW WKH RSSRVLWH

LV WKH FDVH� 5HVWULFWLQJ VXSSOLHV WR PDUNHW � GRHV QRW UDLVH SULFHV E\ PXFK DQG

UHGXFHV UHYHQXH �UHSUHVHQWHG E\ WKH GLIIHUHQFH EHWZHHQ WKH WZR VKDGHG

DUHDV�� ,QFUHDVLQJ H[SRUWV WR PDUNHW � E\ D FRUUHVSRQGLQJ DPRXQW VXEVWDQWLDOO\

UHGXFHV SULFHV DQG UHGXFHV H[SRUW UHYHQXH IURP WKLV PDUNHW� 7KH QHW UHVXOW LV

D ORZHU DYHUDJH SULFH WR JURZHUV FRPSDUHG ZLWK D FRPSHWLWLYH PDUNHW RXWFRPH�

7KH GURS LQ SULFH IURP PDUNHW � LV PXFK JUHDWHU WKDQ WKH ULVH LQ SULFH IURP

PDUNHW � VR WKH DYHUDJH H[SRUW SULFH LV OHVV� %XW WKHUH LV VWLOO DQ REVHUYHG

PDUNHW SUHPLXP�

(YHQ LI WKH PRQRSROLVW LV VXFFHVVIXO LQ H[WUDFWLQJ D SUHPLXP SULFH RXW RI VRPH

PDUNHWV� LW UXQV WKH ULVN RI WKRVH PDUNHWV HYHQWXDOO\ WXUQLQJ WR DOWHUQDWLYHV ³

RWKHU VRXUFHV RI ZKHDW DQG RWKHU ZKHDW W\SHV�

0RGHO UHVXOWV IRU EDUOH\

7KH &,( �����E�� DV SDUW RI LWV UHYLHZ RI WKH %DUOH\ 0DUNHWLQJ $FW ���� LQ

9LFWRULD DQG 6RXWK $XVWUDOLD� FRQVWUXFWHG D VLPSOH PRGHO RI WKH EDUOH\

PDUNHW WR WHVW WKH HIIHFWV RI WKH $XVWUDOLDQ %DUOH\ %RDUG·V ¶VLQJOH GHVN·�

DVVXPLQJ LW EHKDYHG ³ DV LW FODLPHG ³ DV D SULFH GLVFULPLQDWLQJ PRQRSROLVW�

7KH PRGHO ZDV EDVHG RQ WKH GLDJUDP LQ FKDUW ���� EXW LQFRUSRUDWHG DFWXDO

SULFH DQG VDOHV GDWD DYHUDJHG RYHU ILYH \HDUV�

7KH PRGHO UHVXOWV VKRZHG WKDW� DVVXPLQJ WKDW WKH $XVWUDOLDQ %DUOH\ %RDUG KDG

SHUIHFW LQIRUPDWLRQ �XQUHDOLVWLF� DQG DFWHG DV D ¶WH[W ERRN· SULFH GLVFULPLQDWLQJ

PRQRSROLVW� LW FRXOG UHFHLYH D PD[LPXP DYHUDJH SUHPLXP RQ IHHG EDUOH\ RI

����� D WRQQH DQG RQ PDOWLQJ EDUOH\ RI ����� D WRQQH� +RZHYHU� WKH UHVXOWLQJ

KLJKHU GRPHVWLF SULFHV IRU IHHG DQG PDOWLQJ EDUOH\ PHDQW QHW FRPPXQLW\ FRVWV

RI ���� PLOOLRQ IRU IHHG EDUOH\ DQG ���� PLOOLRQ IRU PDOWLQJ EDUOH\�

%XW ZKHQ WKH PRGHO ZDV UXQ DVVXPLQJ WKDW WKH $XVWUDOLDQ %DUOH\ %RDUG GLG

QRW KDYH SHUIHFW LQIRUPDWLRQ� WKH UHVXOWV LQGLFDWHG WKDW LW KDG RQO\ D �� SHU

FHQW FKDQFH RI DFKLHYLQJ D SUHPLXP IRU PDOWLQJ EDUOH\ DQG D � SHU FHQW

FKDQFH RI DFKLHYLQJ D SUHPLXP IRU IHHG EDUOH\� 2YHUDOO� LW ZDV HVWLPDWHG WKDW
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WKH QHW FRVW WR WKH FRPPXQLW\ RI WKH ERDUG DFWLQJ DV D SULFH GLVFULPLQDWLQJ

PRQRSROLVW XQGHU XQFHUWDLQW\ ZDV DURXQG ���� PLOOLRQ �&,( ����E��

7KLV DSSURDFK WR DQDO\VLQJ WKH HIIHFWV RI ¶VLQJOH GHVN· VHOOLQJ E\ VWDWXWRU\

PDUNHWLQJ DXWKRULWLHV ZDV GHVFULEHG E\ *UDHPH 6DPXHO� WKH 3UHVLGHQW RI WKH

1DWLRQDO &RPSHWLWLRQ &RXQFLO� DV D ¶EHQFKPDUN· �6DPXHO ������ ,W VKRXOG

IRUP WKH EDVLV IRU DQDO\VLQJ ¶VLQJOH GHVN· VHOOLQJ E\ $:% �,QWHUQDWLRQDO� DV

SDUW RI WKH 1&3 UHYLHZ�

4VSHYGX�HMJJIVIRXMEXMSR

$:% �,QWHUQDWLRQDO� PLJKW EH DEOH WR DFKLHYH D KLJKHU DYHUDJH UHWXUQ IURP

SRRO ZKHDW VDOHV WKURXJK D SURGXFW GLIIHUHQWLDWLRQ VWUDWHJ\� 7KLV LQYROYHV

DSSURSULDWH OHYHOV RI VHJUHJDWLRQ� GHYHORSPHQW RI SDUWLFXODU EUDQGHG SURGXFWV

DQG WDUJHWLQJ KLJKHU SULFH PDUNHWV�

7KH 0LOOLQJ :KHDW 3URMHFW UHSRUW �*&$ ����� VXJJHVWHG WKDW WKH PDLQ

UHDVRQ IRU WKH ¶VLQJOH GHVN· ZDV WR VXSSRUW WKH H[HFXWLRQ RI D SURGXFW

GLIIHUHQWLDWLRQ VWUDWHJ\� %XW LW KLJKOLJKWHG WKH IROORZLQJ�

� 2YHU KDOI RI WKH ZKHDW VROG E\ $XVWUDOLD LV VKLSSHG WR SULFH�FRQVFLRXV

PDUNHWV WKDW WUDGLWLRQDOO\ DUH ZLOOLQJ WR WUDGH RII TXDOLW\ IRU D ORZHU SULFH�

7KHUH DUH RQO\ D ¶IHZ PDUNHWV WR EH WDUJHWHG ZLWK GLIIHUHQWLDWHG SURGXFWV·�

� $XVWUDOLD� OLNH &DQDGD �ZKLFK DOVR KDV D ¶VLQJOH GHVN· VHOOHU IRU ZKHDW�� KDV

PRVWO\ RYHUGHOLYHUHG RQ TXDOLW\ VSHFLILFDWLRQV� WKHUHE\ LQFXUULQJ D FRVW

EHFDXVH EX\HUV SD\ IRU RQO\ ZKDW WKH\ VSHFLI\�

� 6LJQLILFDQW FRVWV DUH DVVRFLDWHG ZLWK VXFK D VWUDWHJ\� LQFOXGLQJ PDUNHWLQJ

DQG SURPRWLRQ FRVWV ¶FRPSOHWH ZLWK RYHUVHDV RIILFHV DQG WHFKQLFDO DVVLVW�

DQFH SURJUDPV·� DQG KLJKHU VWRUDJH DQG KDQGOLQJ FRVWV WR VXSSRUW WKH

JUHDWHU QXPEHU RI VHJUHJDWLRQV RI ZKHDW LQWR GLIIHUHQW TXDOLW\ W\SHV LQ WKH

FHQWUDOLVHG EXON KDQGOLQJ V\VWHP�

2Q WKH ODVW SRLQW� WKH DGGLWLRQDO QXPEHU RI VHJUHJDWLRQV GHPDQGHG RI WKH

EXON KDQGOHUV E\ WKH $:% KDV EHHQ D VLJQLILFDQW IDFWRU LQ UDLVLQJ EXON

KDQGOLQJ FKDUJHV EXW LQIRUPDWLRQ RQ WKH H[WUD FRVWV RI VHJUHJDWLRQV DQG DQ\

H[WUD EHQHILWV RI DGGLWLRQDO VHJUHJDWLRQV KDV QRW EHHQ FRPPXQLFDWHG WR

JURZHUV DQG PD\ QRW HYHQ KDYH EHHQ HYDOXDWHG�

7KHUH DUH DOVR VXEVWDQWLDO ULVNV DVVRFLDWHG ZLWK FHQWUDOLVHG GHFLVLRQ PDNLQJ

ZKHQ GHFLVLRQV WKDW FDQ DIIHFW WKH ZKROH LQGXVWU\ LQ D PDMRU ZD\ DUH FRQ�

FHQWUDWHG DPRQJ D IHZ SHRSOH LQ WKH $:%� 7KH\ FDQQRW KRSH WR VWD\ DEUHDVW

RI DOO GHYHORSPHQWV LQ DQ LQFUHDVLQJO\ VRSKLVWLFDWHG DQG FKDQJLQJ ZRUOG

ZKHDW PDUNHW� 7KH SULFLQJ GHFLVLRQ RQ WKH GD\ LV D PDWWHU RI MXGJPHQW� WDNLQJ

LQWR DFFRXQW D PXOWLWXGH RI IDFWRUV� 0LVWDNHV E\ WKHP RU RSSRUWXQLWLHV ORVW

FRXOG LPSRVH KLJK FRVWV RQ WKH ZKROH LQGXVWU\� FRVWV WKDW FRXOG EH KLGGHQ E\
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WKH SRROLQJ SD\PHQW V\VWHP� +LGGHQ PLVWDNHV DUH OLNHO\ WR EH UHSHDWHG

PLVWDNHV� 7KHVH FRXOG EH DYRLGHG LQ D FRPSHWLWLYH PDUNHW ZKHUH PXOWLSOH

EX\HUV FRPSHWH IRU IDUPHUV· ZKHDW DQG� RQ VDOH� WKH ULVN LV WUDQVIHUUHG WR WKH

EX\HU�

,Q DGGLWLRQ� ZLWK WKH $:% KDYLQJ VXFK D GRPLQDQW LQIOXHQFH RYHU ZKHDW

EUHHGLQJ� UHJLVWUDWLRQ DQG FRPPHUFLDOLVDWLRQ RI QHZ YDULHWLHV� DQ\ PLVMXGJ�

PHQWV E\ LW FDQ EH YHU\ FRVWO\ WR PDQ\ JURZHUV� 7KHVH FDQ DULVH IURP QRW RQO\

GHFLVLRQV PDGH DERXW ZKDW YDULHWLHV WR UHJLVWHU DQG FRPPHUFLDOLVH �ZKLFK WKH

$:% LQVLVWV PXVW ILW LQ ZLWK LWV JUDGLQJ V\VWHP�� EXW DOVR GHFLVLRQV PDGH

DERXW YDULHWLHV WKDW DUH QRW DSSURYHG DQG WKDW FRXOG SRWHQWLDOO\ UHSUHVHQW ORVW

RSSRUWXQLWLHV� )RU H[DPSOH� DV GLVFXVVHG ODWHU� LQ WKH SDVW VRPH ELJ PLVWDNHV

KDYH EHHQ PDGH ZLWK UHJDUG WR QRRGOH DQG GXUXP ZKHDWV� ZKLFK KDYH FRVW

VRPH JURZHUV GHDUO\� $OVR� WKH $:% PLJKW UHIXVH WR UHJLVWHU D SDUWLFXODU IHHG

ZKHDW YDULHW\ EHFDXVH LW GRHV QRW ILW LQWR LWV PDUNHWLQJ VWUDWHJ\� EXW LQ PDQ\

DUHDV WKLV YDULHW\ PLJKW EH YHU\ KLJK \LHOGLQJ� 7KLV ZRXOG LPSRVH D VLJQLILFDQW

FRVW RQ WKRVH JURZHUV ZKR FRXOG KDYH JURZQ WKH SDUWLFXODU YDULHW\�

,Q FRQWUDVW� XQGHU D FRPSHWLWLYH V\VWHP� PLVWDNHV LQ MXGJPHQW E\ DQ

LQGLYLGXDO ILUP ZRXOG EH FRVWO\ WR WKDW ILUP� EXW WKH ZKROH LQGXVWU\ ZRXOG QRW

EH DIIHFWHG DQG WKH FRVWV ZRXOG EH WUDQVSDUHQW�

,Q HYDOXDWLQJ WKH EHQHILWV RI WKH ¶VLQJOH GHVN· LQ WKH FRQWH[W RI SURGXFW

GLIIHUHQWLDWLRQ� WKH 0LOOLQJ :KHDW 3URMHFW UHSRUW H[DPLQHG WKUHH FRPSRQHQWV�

� SUHPLXP SULFLQJ ³ WKH H[WHQW WR ZKLFK $XVWUDOLDQ ZKHDW DFKLHYHV D

EHWWHU SULFH WKDQ FRPSDUDEOH SURGXFWV RI FRPSHWLWRUV LQ VSHFLILF PDUNHWV

�WKLV LV WDNHQ DV D SUR[\ IRU WKH ¶VLQJOH GHVN· SULFH SUHPLXP��

� PDUNHW PL[ ³ WKH H[WHQW WR ZKLFK $XVWUDOLD KDV D KLJK VKDUH RI JRRG

PDUNHWV DQG LV DEOH WR DYRLG SRRUHU UHWXUQLQJ PDUNHWV� DQG

� SULFLQJ GLVFLSOLQH ³ WKH H[WHQW WR ZKLFK WKH ¶VLQJOH GHVN· SUHYHQWV WKH

ELGGLQJ DZD\ RI IUHLJKW DGYDQWDJHV�

6FRSH IRU SUHPLXP SULFLQJ LV YHU\ VPDOO

/RRNLQJ DW $XVWUDOLD·V WRS WHQ H[SRUW PDUNHWV �VHH WKH DSSHQGL[ IRU DQ

DVVHVVPHQW RI $XVWUDOLD·V SRVLWLRQ LQ WKHVH PDUNHWV�� WKH NH\ TXHVWLRQ LV� LQ

KRZ PDQ\ RI WKHVH PDMRU PDUNHWV FDQ WKH $:% UHDOLVWLFDOO\ H[SHFW WR KROG

VRPH PDUNHW SRZHU DQG DFKLHYH D ¶VLQJOH GHVN· SULFH SUHPLXP" $OVR� KRZ

PDQ\ DUH KLJK SULFH RU TXDOLW\�FRQVFLRXV PDUNHWV"

,Q WKH FRXUVH RI WKLV UHYLHZ� WKH ,QGHSHQGHQW 5HYLHZ &RPPLWWHH ZLOO QHHG

DQVZHUV WR WKH IROORZLQJ TXHVWLRQV�

� ,Q ZKLFK PDUNHWV LV $:% �,QWHUQDWLRQDO� FRQVLVWHQWO\ JHWWLQJ D ¶VLQJOH

GHVN· SULFH SUHPLXP �F	I� IRE�" �6HH ER[ ��� IRU GHILQLWLRQV��
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� :KDW LV WKH PDJQLWXGH RI DQ\ SUHPLXPV DQG RQ ZKDW EDVLV DUH DQ\

SUHPLXPV HVWLPDWHG"

� ,Q ZKLFK PDUNHWV LV LW UHFHLYLQJ SULFH GLVFRXQWV DQG ZKDW VL]HV DUH WKRVH

GLVFRXQWV"

2Q WKH PHWKRG RI HVWLPDWLRQ� WKH ,QGHSHQGHQW 5HYLHZ &RPPLWWHH ZLOO QHHG

WR EH VDWLVILHG WKDW� ZKHUH SUHPLXPV KDYH EHHQ FODLPHG� WKH\ DUH LQGHHG

¶VLQJOH GHVN· SULFH SUHPLXPV DQG QRW GXH WR RWKHU IDFWRUV� $OVR� ZKHUH VSUHDGV

EHWZHHQ WKH F	I SULFH UHFHLYHG LQ WKH LPSRUWLQJ FRXQWU\ DQG WKH IRE SULFH LQ

$XVWUDOLD DUH HVWLPDWHG� LW ZLOO QHHG WR WDNH LQWR DFFRXQW DOO PDUNHWLQJ DQG

IUHLJKW FRVWV DQG DOO UHOHYDQW IDFWRUV�

$V DOUHDG\ QRWHG� D SUHFRQGLWLRQ IRU DQ\ VXSSOLHU WR KDYH DQ\ FKDQFH RI

H[HUWLQJ PDUNHW SRZHU LV WKDW WKH VXSSOLHU KROGV D VXEVWDQWLDO PDUNHW VKDUH RU

KDV D VSHFLILF W\SH RI ZKHDW GHPDQGHG E\ WKH LPSRUWHU WKDW QR RWKHU VXSSOLHU

KDV� 7KH LPSRUWLQJ PDUNHW PXVW DOVR KDYH D ORZ HODVWLFLW\ RI GHPDQG VR WKDW

UHVWULFWLQJ VXSSOLHV WR WKDW PDUNHW ZLOO UDLVH WKH SULFH ZLWKRXW RWKHU VXSSOLHUV

ILOOLQJ WKH JDS� 7KDW LV� WKH GHJUHH RI FRQWHVWDELOLW\ E\ RWKHU VXSSOLHUV LV

LPSRUWDQW HYHQ LI $XVWUDOLD KDV D ODUJH PDUNHW VKDUH�

%HFDXVH WKH LQWHUQDWLRQDO ZKHDW PDUNHW LV KLJKO\ FRPSHWLWLYH� HYHQ LQ

PDUNHWV ZKHUH $XVWUDOLD KDV D UHDVRQDEO\ KLJK PDUNHW VKDUH� FRPSHWLWLRQ

IURP RWKHU VXSSOLHUV PHDQV WKDW $XVWUDOLD LV QRW DEOH WR H[HUW PDUNHW SRZHU WR

DQ\ VLJQLILFDQW GHJUHH� 7KH 0LOOLQJ :KHDW 3URMHFW UHSRUW FRQFOXGHG WKDW

$XVWUDOLD PD\ JHW VRPH SUHPLXPV LQ VRPH PDUNHWV IRU WKH KLJKHU TXDOLW\

ZKHDWV EXW $6: ZKHDW �QRZ VSOLW LQWR $6: DQG $3:� GLG QRW DSSHDU WR

FRQVLVWHQWO\ JHW D SUHPLXP� HYHQ LQ TXDOLW\�FRQVFLRXV PDUNHWV DQG� RYHUDOO�

DQ\ SUHPLXPV $XVWUDOLD JRW ZHUH VPDOO� $Q H[DPLQDWLRQ RI $XVWUDOLD·V WRS ��

PDUNHWV �VHH WKH DSSHQGL[� FRQILUPV WKDW WKH FKDQFHV RI $:%

�,QWHUQDWLRQDO� EHLQJ DEOH WR H[HUW DQ\ UHDO PDUNHW SRZHU DUH YHU\ VOLP� 7KHVH

FRQFOXVLRQV DUH VXSSRUWHG E\ WKH TXLFN OLWHUDWXUH UHYLHZ UHSRUWHG LQ ER[ ����

$V D ILQDO ZRUG� WKHUH LV DQ REYLRXV FRQWUDGLFWLRQ EHWZHHQ D ¶VLQJOH GHVN·

PDUNHWHU OLPLWLQJ VXSSOLHV WR D PDUNHW WR H[HUFLVH PDUNHW SRZHU DQG UDLVH

SULFHV� DQG WKH VDPH PDUNHWHU DLPLQJ WR GHYHORS PDUNHWV DQG H[SDQG VDOHV

XQGHU D SURGXFW GLIIHUHQWLDWLRQ VWUDWHJ\� :KDW LV $:% �,QWHUQDWLRQDO� UHDOO\

GRLQJ"

¶0DUNHW PL[· LV QRW D YDOLG EHQHILW RI WKH ¶VLQJOH GHVN·

7KH 0LOOLQJ :KHDW 3URMHFW UHSRUW VXJJHVWHG WKDW $XVWUDOLD KDV PRUH WKDQ LWV

IDLU VKDUH RI WKH EHWWHU SULFH PDUNHWV EHFDXVH RI WKH ¶VLQJOH GHVN· DQG

HVWLPDWHG WKH YDOXH RI WKLV WR JURZHUV WR EH EHWZHHQ 86��� PLOOLRQ DQG

86��� PLOOLRQ� %XW WKLV DUJXPHQW LV WRWDOO\ LQYDOLG IRU WZR UHDVRQV�
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��� % UYMGO PMXIVEXYVI VIZMI[

'EVXIV� '% ERH ;MPWSR� ;; ����� D)QIVKMRK HMJJIVIRGIW MR WXEXI KVEMR

XVEHMRK� %YWXVEPME ERH 'EREHE
� %KVMGYPXYVEP )GSRSQMIW� ZSP� ��� TT� ��r���

%HZERXEKIW EWWSGMEXIH [MXL DWMRKPI HIWO
 WIPPMRK S[MRK XS QEVOIX TS[IV LEZI

XS FI [IMKLIH EKEMRWX XLI GSWXW SJ E DWMRKPI HIWO
� 8LI PEGO SJ GSQTIXMXMZI

HMWGMTPMRIW [MXLMR %YWXVEPME ERH 'EREHE QE] QIER XLEX XLI GSWXW SJ

QEVOIXMRK KVEMR EVI VEMWIH� %HHMXMSREP GSQTIXMXMSR FIX[IIR WIPPIVW GSYPH

VIWYPX MR E HIGVIEWI MR QEVOIXMRK GSWXW ERH MRGVIEWIH SZIVEPP HIQERH JSV

%YWXVEPMER [LIEX� &SXL GSYRXVMIW LEZI VIPEXMZIP] LMKL QEVOIXMRK GSWXW

GSQTEVIH [MXL XLI GSWXW MR GSYRXVMIW [MXL KVIEXIV GSQTIXMXMZI TVIWWYVIW�

4MKKSXX� 6 ����� D7SQI XVYXLW VIZMWMXIH
� %YWXVEPMER .SYVREP SJ %KVMGYPXYVEP
)GSRSQMGW� ZSP� ��� RS� �� TT� ���r���

6IEWSRW EVI KMZIR [L] XLI TVMGI SFXEMRIH MR E TEVXMGYPEV QEVOIX QMKLX FI

LMKLIV XLER TVMGIW WIGYVIH MR SXLIV QEVOIXW� (S VITSVXIH TVMGI TVIQMYQW

VIJPIGX XLI ETTPMGEXMSR SJ QEVOIX TS[IV SV EHHMXMSREP QEVOIXMRK WIVZMGIW WYGL

EW GIVXEMRX] SJ WYTTP]� JMRERGI� WXSVEKI ERH WYFWMHMWIH MRWYVERGI# 8EOMRK

XLIWI GSQTPMGEXMSRW MRXS EGGSYRX� 4MKKSXX GSRGPYHIW XLEX KEMRW JVSQ ER]

QEVOIX TS[IV MR XLI [SVPH [LIEX QEVOIX EVI PMOIP] XS FI ZIV] WQEPP�

;EXWSR� %7 ����� D+VEMR QEVOIXMRK ERH 2EXMSREP 'SQTIXMXMSR 4SPMG]� VIJSVQ

SV VIEGXMSR
� %YWXVEPMER .SYVREP SJ %KVMGYPXYVEP ERH 6IWSYVGI )GSRSQMGW� ZSP�
��� RS� �� TT� ���r���

8LI SVMKMREP FIRIJMXW �VIRXW� JVSQ E REXYVEP QSRSTSP] EVI SJXIR HMWWMTEXIH F]

JEZSYVIH IQTPS]QIRX GSRHMXMSRW ERH HIEPW JSV TVIJIVVIH GYWXSQIVW� 8LI

GETEGMX] SJ QEVOIXW XS SVKERMWI XVEHI MR %YWXVEPMER KVEMR LEW MRGVIEWIH SZIV

XMQI FIGEYWI SJ XLI JEPPMRK GSWXW SJ TVSZMHMRK QEVOIXMRK WIVZMGIW� IWTIGMEPP]

QEVOIXMRK MRJSVQEXMSR� 'IRXVEPMWIH QEVOIXMRK [MXL XLI TSSPMRK SJ QEVOIXMRK

GSWXW HSIW RSX EPPS[ W]WXIQW XS IZSPZI EW XIGLRSPSK] ERH QEVOIXW GLERKI�

'EVXIV� '% ����� D%R IGSRSQMG EREP]WMW SJ E WMRKPI 2SVXL %QIVMGER FEVPI]

QEVOIX� E VITP]
� 'EREHMER .SYVREP SJ %KVMGYPXYVEP )GSRSQMGW� ZSP� ��� RS� ��
TT� ���r���

'EVXIV EVKYIW XLEX XLI 'EREHMER ;LIEX &SEVH
W TVMGMRK WXVEXIKMIW EVI WYF�

STXMQEP ERH XLEX XLI FSEVH GERRSX EJJIGX XLI TVMGIW XLEX JEVQIVW VIGIMZI�

'PEVO� .7 ����� D7MRKPI HIWO WIPPMRK F] XLI 'EREHMER ;LIEX &SEVH� HSIW MX

LEZI ER MQTEGX#
� 'EREHMER .SYVREP SJ %KVMGYPXYVEP )GSRSQMGW� ZSP� ��� TT�
���r���

8LI 'EREHMER ;LIEX &SEVH EVKYIW XLEX MXW DWMRKPI HIWO
 WIPPMRK VEMWIW XLI

TSSPIH TVMGI SJ FEVPI] EFSZI XLI TVMGIW YRHIV GSQTIXMXMZI QEVOIXMRK� 8LI

FSEVH
W GSRGPYWMSRW ERH 'EVXIV
W ������ GSRGPYWMSRW EVI XIWXIH YWMRK JIIH

KVEMR TVMGIW� 8LI VIWYPXW MRHMGEXI XLEX XLI FSEVH
W DWMRKPI HIWO
 WIPPMRK LEW RS

MQTEGX SR TVMGIW ERH XLEX 'EVXIV
W EREP]WMW MW QSVI GSRWMWXIRX [MXL XLI HEXE

XLER MW XLI FSEVH
W EREP]WMW�
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)LUVW� $XVWUDOLD LV FORVHU WR PDQ\ RI WKH KLJKHU SULFH PDUNHWV LQ (DVW $VLD DQG

VR KDV D VOLJKW IUHLJKW DGYDQWDJH RYHU FRPSHWLWRUV� 7KLV LV D QDWXUDO DGYDQWDJH

WR $XVWUDOLD� 6HFRQG� XQGHU D FRPSHWLWLYH PDUNHWLQJ V\VWHP� VHOOHUV RI

$XVWUDOLDQ ZKHDW ZRXOG DOVR VHHN RXW WKH KLJKHU SULFH PDUNHWV EXW� LQ WKH

DQDO\VLV� WKLV FRPSDULVRQ ZLWK WKH DSSURSULDWH FRXQWHUIDFWXDO ³ WKH

FRPSHWLWLYH V\VWHP ³ ZDV QRW FRQVLGHUHG� $V 0DF$XOD\ DQG 5LFKDUGV

������ S� �� SRLQW RXW� WKH PDUNHW PL[� DV WKH FRUQHUVWRQH RI WKH 0LOOLQJ

:KHDW 3URMHFW UHSRUW DVVHVVPHQW RI WKH ¶VLQJOH GHVN·� ¶KDV QR VSHFLILF

FRQQHFWLRQ WR PDUNHW SRZHU RU SULFH GLVFULPLQDWLRQ·�

([SRUW VXEVLGLHV FKDQJH WKH PDUNHW PL[� ZLWK RU ZLWKRXW D VLQJOH VHOOHU

$ YDULDQW RI WKH ¶PDUNHW PL[· DUJXPHQW LV WKDW WKH ¶VLQJOH GHVN· LV QHHGHG

EHFDXVH $XVWUDOLD LV ¶SLWWHG DJDLQVW 86 DQG (8 VXEVLGLHV·� ,W LV VHOGRP

H[SODLQHG KRZ D ¶VLQJOH GHVN· KHOSV EXW WKH DUJXPHQW DSSHDUV WR EH WKDW� ZLWK

¶VLQJOH GHVN· VHOOLQJ� $XVWUDOLD FDQ DYRLG WKH PRVW KHDYLO\ VXEVLGLVHG PDUNHWV�

([SRUW VXEVLGLHV KDYH EHHQ D ¶IDFW RI OLIH· LUUHVSHFWLYH RI $XVWUDOLD·V ZKHDW

PDUNHWLQJ DUUDQJHPHQWV� )ROORZLQJ WKH 8UXJXD\ 5RXQG $JUHHPHQW� WKH

(XURSHDQ 8QLRQ KDV VLJQLILFDQWO\ FKDQJHG WKH QDWXUH RI LWV VXSSRUW DUUDQJH�

PHQWV WR GLUHFW LQFRPH VXSSRUW� DQG H[SRUW UHVWLWXWLRQV KDYH EHHQ DW

FRQVLGHUDEO\ UHGXFHG UDWHV DQG KDYH IOXFWXDWHG EHWZHHQ H[SRUW WD[HV DQG

H[SRUW VXEVLGLHV� $V DOUHDG\ QRWHG� WKHUH KDYH EHHQ QR VXEVLGLVHG 86 ZKHDW

H[SRUWV XQGHU WKH ([SRUW (QKDQFHPHQW 3URJUDP VLQFH -XO\ �����

7KH NH\ SRLQW LV WKDW VHOOHUV LQ D FRPSHWLWLYH PDUNHWLQJ V\VWHP ZRXOG DYRLG

ORZ SULFH VXEVLGLVHG PDUNHWV MXVW DV D ¶VLQJOH GHVN· VHOOHU ZRXOG� ,I SURSRQHQWV

RI D ¶VLQJOH GHVN· VHOOHU SHUVLVW ZLWK WKLV DUJXPHQW WKH\ PXVW H[SODLQ KRZ D

¶VLQJOH GHVN· LV DQ\ EHWWHU WKDQ D FRPSHWLWLYH PDUNHWLQJ V\VWHP LQ ¶FRPEDWLQJ·

H[SRUW VXEVLGLHV�

$JULFXOWXUDO SROLFLHV VXFK DV WKH 86 ([SRUW (QKDQFHPHQW 3URJUDP DUH� RI

FRXUVH� EDG IRU $XVWUDOLD� +RZHYHU� WKH\ DUH DOVR EDG IRU WKH 8QLWHG 6WDWHV

DQG EDG IRU WKH LQWHUQDWLRQDO WUDGLQJ V\VWHP� $QG $XVWUDOLD DUJXHV WKLV

VWURQJO\ LQ ELODWHUDO DQG PXOWLODWHUDO WUDGH QHJRWLDWLRQV� +RZHYHU� $XVWUDOLD·V

FUHGLELOLW\ LQ PDNLQJ WKHVH DUJXPHQWV LV ZHDNHQHG E\ VXFK DUUDQJHPHQWV DW

KRPH�

)UHLJKW DGYDQWDJHV DUH QDWXUDO DGYDQWDJHV

7KH 0LOOLQJ :KHDW 3URMHFW UHSRUW DOVR DWWULEXWHV DV D EHQHILW RI WKH ¶VLQJOH

GHVN· WKH IUHLJKW DGYDQWDJHV $XVWUDOLD KDV LQ VHYHUDO PDUNHWV FRPSDUHG ZLWK

RWKHU PDMRU H[SRUWHUV �WDEOH ����� %XW WKH DXWKRUV FRQVLGHUHG RQO\ ILUVW�URXQG

HIIHFWV� 7KH\ DUJXHG� IRU H[DPSOH� WKDW XQGHU D FRPSHWLWLYH PDUNHWLQJ V\VWHP

DQ\ IUHLJKW DGYDQWDJH ZRXOG EH ELG DZD\ E\ WKH PDQ\ VHOOHUV RI $XVWUDOLDQ
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ZKHDW� %XW WKLV IDLOV WR WDNH LQWR DFFRXQW WKH VLPXOWDQHRXV QDWXUH RI WKH

LQWHUQDWLRQDO PDUNHW DQG WKH DGMXVWPHQWV WKDW ZRXOG RFFXU WR HQVXUH WKDW

$XVWUDOLD·V QDWXUDO JHRJUDSKLFDO DGYDQWDJH SURYLGHG EHQHILWV WKDW ZRXOG EH

VKDUHG E\ EX\HUV DQG VHOOHUV LUUHVSHFWLYH RI WKH PDUNHWLQJ V\VWHP�

7KH VLWXDWLRQ GHVFULEHG LQ FKDUW ���� LV ZKHUH VRPH PDUNHWV �LPSRUWHU $� DUH

PRUH SULFH VHQVLWLYH DQG SD\ D KLJKHU SULFH WKDQ RWKHUV �LPSRUWHU %�� ,Q WKLV

H[DPSOH WKH IUHLJKW ¶SUHPLXP· EHWZHHQ $XVWUDOLD DQG LPSRUWHU $ ZRXOG EH

VKDUHG E\ WKH LPSRUWHU DQG $XVWUDOLD·V ¶VLQJOH GHVN· PDUNHWHU� GHSHQGLQJ RQ

WKH UHODWLYH EDUJDLQLQJ VWUDWHJLHV EHWZHHQ WKHP� %XW� LI WKHUH ZHUH VHYHUDO

PDUNHWHUV LQ $XVWUDOLD� WKHUH ZRXOG EH VLPXOWDQHRXV PDUNHW DGMXVWPHQWV WKDW

ZRXOG PHDQ $XVWUDOLD ZRXOG JHW D JUHDWHU VKDUH RI WKH KLJKHU SULFH PDUNHW� ,Q

VXFK VLWXDWLRQV WKHUH ZRXOG EH QR QHHG IRU SULYDWH WUDGHUV WR ORZHU WKHLU RIIHU

SULFH EHORZ WKH ZRUOG SULFH� 7KHUH ZRXOG EH QR HURGLQJ RI WKH IUHLJKW

DGYDQWDJH�

7KH NH\ SRLQW LV WKDW IUHLJKW UDWH GLIIHUHQFHV DUH DQ LQWHJUDO SDUW RI D VLPXO�

WDQHRXV V\VWHP DQG LW LV QRW SRVVLEOH WR PDNH DQ\ FUHGLEOH VWDWHPHQWV DERXW D

¶VLQJOH GHVN· PDUNHWHU FDSWXULQJ IUHLJKW UDWH GLIIHUHQWLDOV LQ LVRODWLRQ RI DOO

VLPXOWDQHRXV DGMXVWPHQWV WKDW ZRXOG RFFXU LI $XVWUDOLD·V PDUNHWLQJ V\VWHP

ZHUH FKDQJHG WR D FRPSHWLWLYH V\VWHP�

7KH ERWWRP OLQH RQ SURGXFW GLIIHUHQWLDWLRQ

5XQQLQJ D SURGXFW GLIIHUHQWLDWLRQ VWUDWHJ\ UHDOO\ PHDQV WDLORULQJ SURGXFWV WR

PHHW WKH VSHFLILF UHTXLUHPHQWV RI GLVFHUQLQJ FXVWRPHUV� ,W LPSOLHV QRWKLQJ

DERXW PDUNHW SRZHU� DQG D ¶VLQJOH GHVN· LV QRW QHFHVVDU\ WR DFKLHYH LW� ,QGHHG�

WKHUH DUH LQVWDQFHV ZKHUH VRPH JURZHUV DOOHJH WKDW $XVWUDOLD·V ¶VLQJOH GHVN·

KDV EHHQ D KLQGUDQFH WR QLFKH PDUNHWLQJ DQG HIIRUWV E\ WKHP WR GHYHORS WKHLU

��� *VIMKLX QEVKMRW SZIV %YWXVEPME
W IEWX GSEWXE

4EOMWXER -VER -VEU )K]TX

97��X 97��X 97��X 97��X

;IWX GSEWX %YWXVEPME ����� ����� ����� �����

4EGMJMG 2SVXL ;IWX �97� ���� RE RE ����

+YPJ �97� RE RE ���� �����

'EREHE RE ���� ���� RE

)YVSTI RE ���� ���� �����

E
%PP VEXIW EVI FEWIH SR �� ��� XSRRI GEVKSIW� 8LI JMKYVIW EVI XLI EHHMXMSREP JVIMKLX GSWXW JVSQ E

TEVXMGYPEV WSYVGI XS E TEVXMGYPEV QEVOIX EFSZI XLI JVIMKLX VEXI JVSQ %YWXVEPME
W IEWX GSEWX� *SV I\EQTPI�

XLI JVIMKLX VEXI JVSQ XLI 4EGMJMG 2SVXL ;IWX XS 4EOMWXER MW 97����� E XSRRI QSVI XLER JVSQ %YWXVEPME
W

IEWX GSEWX XS 4EOMWXER� RE 2SX ETTPMGEFPI�

7SYVGI� 'SRWYPXEXMSRW [MXL KVEMR XVEHIVW ERH WLMTTMRK GSQTERMIW�
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RZQ VSHFLILF SURGXFWV WR PHHW WKH QHHGV RI VSHFLDOW\ EX\HUV� 7KH FDVHV RI

QRRGOH ZKHDW JURZHUV LQ :HVWHUQ $XVWUDOLD DQG GXUXP ZKHDW JURZHUV LQ

QRUWKHUQ 1HZ 6RXWK :DOHV DUH RXWOLQHG LQ ER[ �����

���� +ISKVETLMGEP JVIMKLX EHZERXEKI [MPP FIRIJMX XLI EHZERXEKIH GSYRXV]

-QTSVXIV %

�����X
�G	J�

����X�JSF�

%YWXVEPME

����X �JSF�

-QTSVXIV &

����X
�G	J�

����X
�G	J�

����X

*VIMKLX

'SRWMHIV XLI WMXYEXMSR [LIVI %YWXVEPME� [MXL E DWMRKPI HIWO
� LEW E JVIMKLX EHZERXEKI SJ

�� E XSRRI SZIV XLI 9RMXIH 7XEXIW MR XLI MQTSVXMRK GSYRXV] %� 8LMW QIERW XLEX %YWXVEPME

KIXW �� E XSRRI QSVI SR E JSF FEWMW JVSQ XLMW QEVOIX XLER XLI 9RMXIH 7XEXIW HSIW�

2IMXLIV GSYRXV] LEW ER EHZERXEKI MR GSYRXV] &� %YWXVEPME� [MXL E DWMRKPI HIWO
� TVMGI

HMWGVMQMREXIW �JSF FEWMW� FIX[IIR XLI X[S QEVOIXW FYX 97 I\TSVXIVW EVI MRHMJJIVIRX

FIX[IIR XLI X[S�

8LI EVKYQIRX TYX JSV[EVH MR XLI 1MPPMRK ;LIEX 4VSNIGX VITSVX �+'% ����� MW XLEX� MJ

%YWXVEPME [IVI XS GLERKI XS E GSQTIXMXMZI QEVOIXMRK WXVYGXYVI� GSQTIXMXMSR [SYPH FMH

E[E] XLI �� E XSRRI JVIMKLX EHZERXEKI YRXMP %YWXVEPMER WIPPIVW [IVI MRHMJJIVIRX EFSYX

WIPPMRK XS QEVOIXW % ERH &� &YX XLMW MW SRP] E JMVWX�VSYRH IJJIGX ERH XSXEPP] MKRSVIW

WYFWIUYIRX QEVOIX EHNYWXQIRXW�

;MXL XLI GLERKI� %YWXVEPME [SYPH FI WMKRMJMGERXP] YRHIVGYXXMRK XLI 9RMXIH 7XEXIW MR XLI

LMKL TVMGI QEVOIX % ERH [SYPH KEMR QEVOIX WLEVI� 8S HS XLMW� MX [SYPH HMZIVX TVSHYGX

JVSQ QEVOIX & XS QEVOIX %� 8LI 9RMXIH 7XEXIW [SYPH XLIR WIPP PIWW XS QEVOIX % ERH

XEOI YT XLI WPEGO MR QEVOIX &� 8LI RIX VIWYPX [SYPH FI XLEX %YWXVEPME [SYPH GETXYVI E

LMKLIV WLEVI SJ XLI LMKL TVMGI QEVOIX ERH WIPP PIWW XS XLI PS[ TVMGI QEVOIX ERH� SZIVEPP�

XSXEP VIZIRYI �SR E JSF FEWMW� [SYPH RSX FI QYGL HMJJIVIRX JVSQ XLEX YRHIV XLI DWMRKPI

HIWO
�

8LI TVMGI HMWGVMQMREXMRK QSHIP HIWGVMFIH IEVPMIV GSYPH FI YWIH XS UYERXMJ] ER] GLERKIW�

����X

*VIMKLX

�����X
�G	J�

����X �JSF�

9RMXIH 7XEXIW

����X �JSF�

����X

*VIMKLX

����X

*VIMKLX
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+SZIVRQIRX�XS�KSZIVRQIRX�XVEHMRK

,V WKHUH D FDVH IRU KDYLQJ D ¶VLQJOH GHVN· WR IDFLOLWDWH JRYHUQPHQW�WR�

JRYHUQPHQW ZKHDW WUDGLQJ" ,Q \HDUV JRQH E\ (J\SW� IRU H[DPSOH� PDLQWDLQHG D

VROH JRYHUQPHQW EX\LQJ DJHQF\ WKDW SUHIHUUHG WR GHDO RQ D JRYHUQPHQW�WR�

JRYHUQPHQW EDVLV ZLWK $XVWUDOLD� %XW WKLV ZDV ODUJHO\ EHFDXVH $XVWUDOLD ZDV

WKH RQO\ FRXQWU\ WKDW ZRXOG RIIHU (J\SW FUHGLW ³ DQG WKLV ZDV SURYLGHG XQGHU

1DWLRQDO ,QWHUHVW FRYHU �ZKHUH DQ\ GHIDXOW ULVN ZDV JXDUDQWHHG E\ WKH IHGHUDO

JRYHUQPHQW�� :KHWKHU WKLV PHDQW D KLJKHU SULFH IRU $XVWUDOLD IDUPHUV LV D

PRRW SRLQW� 0RUHRYHU� HYHQ LI $XVWUDOLD KDG EHHQ UHFHLYLQJ SULFHV DERYH WKH

ZRUOG SULFH IRU H[SRUWV WR VXFK PDUNHWV� WKH PDUNHWV ZRXOG KDYH ZRNHQ XS WR

WKH KLJKHU SULFHV WKH\ ZHUH SD\LQJ DQG WKH KLJK FRVWV RI PDLQWDLQLQJ

LQHIILFLHQW PRQRSRO\ LPSRUWLQJ V\VWHPV� (J\SW QRZ DOORZV WKH SULYDWH VHFWRU

WR LPSRUW� 6R GRHV &KLQD� ZKHUH QHJRWLDWLRQV ZLWK VXSSOLHUV RIWHQ FRPH GRZQ

WR KRZ NHHQ WKH $:% DQG WKH &DQDGLDQ :KHDW %RDUG DUH WR VHOO DQG WKH

VWUHQJWK RI &KLQD·V QHHG IRU ZKHDW� 2IWHQ� WKH ERDUGV ZLOO JLYH DZD\ VRPH� LI

QRW DOO� WKHLU IUHLJKW RU TXDOLW\ DGYDQWDJH WR VHFXUH WKH EXVLQHVV� %XW SULFHV DUH

KLGGHQ DQG WKHUH DUH QR EHQFKPDUNV WR MXGJH ZKHWKHU WKH VHOOHUV DUH

REWDLQLQJ D SUHPLXP RU GLVFRXQW� $OVR� LW GRHV QRW VHHP FUHGLEOH WKDW ERWK

WKH $:% DQG WKH &DQDGLDQ :KHDW %RDUG VLPXOWDQHRXVO\ JHW SULFH SUHPLXPV

IURP WKH VDPH PDUNHW�

3DNLVWDQ DOVR DOORZV VRPH SULYDWH ZKHDW LPSRUWV EXW PDLQWDLQV D JRYHUQPHQW

WHQGHU EX\LQJ V\VWHP� ,W SXUFKDVHV ZKHDW WKURXJK D WUDQVSDUHQW WHQGHU V\VWHP

ZKHUH WKHUH LV QR VFRSH IRU DQ\ RQH VXSSOLHU WR FRQVLVWHQWO\ UHFHLYH SULFHV

DERYH WKH ZRUOG SULFH IRU D SDUWLFXODU ZKHDW W\SH SXUFKDVHG�

7KH ORJLF EHKLQG DUJXPHQWV WKDW D ¶VLQJOH GHVN· H[SRUWHU LV QHHGHG WR WUDGH

ZLWK D JRYHUQPHQW�RZQHG EX\LQJ DJHQF\ LV FXULRXV� ,I WKH EX\LQJ DJHQF\

SUHIHUV WR GHDO ZLWK D ¶VLQJOH GHVN· VHOOHU DQG SD\ SULFHV DERYH WKH ZRUOG SULFH�

WKLV LV D FXVWRPHU UHTXLUHPHQW WKDW GRHV QRW UHIOHFW PDUNHW SRZHU RQ WKH SDUW

RI WKH ¶VLQJOH GHVN· VHOOHU� $OWHUQDWLYHO\� WKH JRYHUQPHQW EX\HU FRXOG DWWHPSW

WR XVH LWV PRQRSVRQ\ SRZHU WR EX\ DW EHORZ WKH ZRUOG PDUNHW SULFH� ,Q WKLV

FDVH� LW LV GLIILFXOW WR VHH KRZ WKH ¶VLQJOH GHVN· VHOOHU FRXOG DFKLHYH D ¶VLQJOH

GHVN· SUHPLXP DQG� OLNH DOO RWKHU VHOOHUV� LW KDV WKH RSWLRQ RI VHOOLQJ WR RWKHU

PDUNHWV DW WKH ZRUOG SULFH� (YHQ LI WKH VROH JRYHUQPHQW EX\HU ZHUH ZLOOLQJ WR

SD\ H[WUD WR GHDO ZLWK D ¶JRYHUQPHQW· DJHQF\ VHOOHU� WKLV FRXOG HDVLO\ EH GRQH

ZLWKRXW UHTXLULQJ WKH DJHQF\ WR EH D ¶VLQJOH GHVN· VHOOHU RI DOO H[SRUWV� ,Q DQ\

FDVH� WKH $:% LV QRZ D FRQJORPHUDWH RI SULYDWH FRPSDQLHV�
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-W�.ETER�E�WTIGMEP�GEWI#

7KH -DSDQHVH )RRG $JHQF\� LQ HIIHFW� DGPLQLVWHUV D YLUWXDO TXRWD V\VWHP RQ

ZKHDW LPSRUWV� ,W FRQVLVWHQWO\ LPSRUWV DERXW � PLOOLRQ WRQQHV RI ZKHDW D \HDU

DQG DOORFDWHV FRXQWU\ TXRWDV WR WKH PDMRU -DSDQHVH WUDGLQJ KRXVHV DQG VRPH

LQWHUQDWLRQDO JUDLQ WUDGHUV� ZKLFK LQ WXUQ GHDO ZLWK WKH VHOOLQJ DJHQWV LQ WKH

VXSSO\LQJ FRXQWULHV� (IIHFWLYHO\� $XVWUDOLD LV DOORFDWHG DQ LPSRUW TXRWD RI DERXW

���� 8LI DWMRKPI HIWO
 � E LIPT SV E LMRHVERGI XS RMGLI QEVOIXMRK#

8]TMGEP GPEMQW QEHI MR WYTTSVX SJ XLI DWMRKPI HIWO
 EVI�

XLI IJJIGXMZIRIWW SJ EHSTXMRK RMGLI QEVOIXMRK WXVEXIKMIW MW E TVSHYGX SJ XLI WMRKPI

HIWO | %YWXVEPME MW FIWX WIVZIH F] ?XLI DWMRKPI HIWO
 %;&A GSRXMRYMRK XS WIPIGXMZIP]

XEVKIX� HIZIPST ERH WIGYVI QEVOIXW JSV WTIGMEPMWIH ERH HMJJIVIRXMEXIH TVSHYGXW ERH

GSRXVSP WYTTP] MRXS IEGL RMGLI QEVOIX | �,SSOI ����� T� ���

&YX WXSVMIW EFSYX XLI HIZIPSTQIRX SJ XLI RSSHPI QEVOIX MR .ETER ERH XLI

HYVYQ [LIEX MRHYWXV] GEWX GSRWMHIVEFPI HSYFX SR XLIWI GPEMQW�

2SSHPIW MR .ETER

8LI ;IWXIVR %YWXVEPMER 2SSHPI ;LIEX +VS[IVW
 %WWSGMEXMSR LEW EFSYX ���

KVS[IV QIQFIVW [LS TVSHYGI EFSYX �� TIV GIRX SJ XLI RSSHPI [LIEX WSPH MR

.ETER ERH 7SYXL /SVIE�

;IWXIVR %YWXVEPMER TPERX FVIIHIVW QSHMJMIH XLI ZEVMIX] +EQIR]E XS WYMXI PSGEP

GSRHMXMSRW ERH MR XLI TVSGIWW EGGMHIRXEPP] HIZIPSTIH E WXVEMR [MXL YRMUYI

GLEVEGXIVMWXMGW MHIEPP] WYMXIH JSV XLI .ETER YHSR RSSHPI [LIEX QEVOIXW� 8LI

.ETERIWI QEVOIX FIKER XS EGORS[PIHKI XLI WYTIVMSV UYEPMX] SJ +EQIR]E JVSQ

EFSYX XLI QMH�����W� %X XLI XMQI XLI %;& HMH RSX TEWW XLMW MRJSVQEXMSR SRXS

KVS[IVW ERH WYFWIUYIRXP] XLIVI [EW E HIGPMRI MR XLI TVSHYGXMSR SJ +EQIR]E�

-R XLI ����W ;IWXIVR %YWXVEPMER RSSHPI [LIEX KVS[IVW EWOIH XLI %;& XS

MRXVSHYGI E WITEVEXI RSSHPI [LIEX TSSP FYX XLMW ETTEVIRXP] [IRX EKEMRWX XLI

TSSPMRK TLMPSWSTL] JSV %7; [LIEX� -R XLI PEXI ����W XLI KVS[IVW FIKER

PSFF]MRK JSV E WITEVEXI TSSP� 7S YRGSRZMRGIH [EW XLI %;& SJ XLI RIIH JSV E

WITEVEXI TSSP XLEX MX WEMH MR E TSWMXMSR TETIV TVIWIRXIH XS XLI RSSHPI KVS[IVW

MR ���� XLEX XLIVI [EW RSXLMRK YRMUYI MR +EQIR]E� -X WEMH MX LEH TSSV

QMPPMRK UYEPMX] ERH [SYPH RSVQEPP] EXXVEGX E ZEVMIXEP HMWGSYRX�

-X [EW RSX YRXMP �������� [LIR XLI %;& JMREPP] MRXVSHYGIH E WITEVEXI TSSP�

XLEX XLI .ETERIWI QEVOIX GSYPH JIIP WIGYVI XLEX MXW UYEPMX] ERH UYERXMX]

VIUYMVIQIRXW JSV RSSHPI [LIEX [SYPH FI QIX F] %YWXVEPME�

+VS[IVW VIGIMZI E TVIQMYQ JSV RSSHPI [LIEX SJ EVSYRH ���r�� E XSRRI

SZIV %7; [LIEX ERH WMRGI ������� XLI I\XVE VIXYVR XS KVS[IVW LEW FIIR

IWXMQEXIH EX ����r��� QMPPMSR�

�'SRXMRYIH SR RI\X TEKI�
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��� PLOOLRQ WRQQHV D \HDU� 7R PHHW WKH DJHQF\·V IRFXV RQ IRRG VHFXULW\� WKH

$:% YLUWXDOO\ JXDUDQWHHV WR VXSSO\ WKLV DPRXQW� ZKLFK LV VKLSSHG HYHQO\

WKURXJKRXW WKH \HDU� 7KH &DQDGLDQ :KHDW %RDUG GRHV OLNHZLVH DQG� DV D UHVXOW�

SUREDEO\ JHWV D KLJKHU SULFH IRU ZKHDW VROG LQ -DSDQ WKDQ GRHV WKH 8QLWHG

6WDWHV� ZKLFK GRHV QRW JXDUDQWHH VXSSOLHV� 6R LQ D VHQVH -DSDQ LV D VSHFLDO

PDUNHW WKDW SXUFKDVHV ZKHDW DQG VLPXOWDQHRXVO\ SXUFKDVHV JXDUDQWHHG VXSSO\

VR WKDW WKH KLJKHU SULFH UHIOHFWV WKH FRVW RI GHOLYHULQJ WKLV JXDUDQWHH�

���� �GSRXMRYIH�

8LI HYVYQ [LIEX WXSV]

8LVSYKLSYX XLI ����W ERH ����W E WQEPP� FYX KVS[MRK� HYVYQ [LIEX

MRHYWXV] HIZIPSTIH MR RSVXLIVR 2I[ 7SYXL ;EPIW� -R ������� [LIEX TVSXIMR

GSRXIRX [EW HS[R� [MXL E WMKRMJMGERX TVSTSVXMSR SJ (6� [LIEX FIPS[ �� TIV

GIRX TVSXIMR� 0SGEP QMPPIVW [IVI VIPYGXERX XS YWI XLMW [LIEX JSV HSQIWXMG

QMPPMRK TYVTSWIW� 8LI %;& EHZMWIH HYVYQ KVS[IVW MR [VMXMRK XLEX XLIVI [EW

RS MRXIVREXMSREP QEVOIX JSV XLMW X]TI SJ SYXTYX ERH XLIMV FIWX GSYVWI SJ

EGXMSR [SYPH FI XS WIPP XLI TVSHYGX PSGEPP] EW JIIH� (IPMZIVMIW XS %;&

EXXVEGXIH JIIH [LIEX ZEPYIW SRP]� 2I[ )RKPERH %KVMGYPXYVEP 8VEHIVW �2)%8�

WXITTIH MR SR FILEPJ SJ KVS[IVW ERH RIKSXMEXIH ERH HIZIPSTIH RI[ QEVOIXW

JSV XLMW [LIEX MR 8YVOI] ERH 1SVSGGS� VIXYVRMRK TEVXMGMTEXMRK KVS[IVW

FIX[IIR ��� ERH ��� E XSRRI EFSZI JIIH [LIEX ZEPYIW� 8LI [LIEX [EW WSPH

YRHIV ER EVVERKIQIRX [MXL XLI %;& XS XLIWI RI[ SZIVWIEW QEVOIXW�

[LIVIF] 2)%8 [EW JSVGIH XS WIPP XLI [LIEX XS XLI %;& ERH FY] MX FEGO EX

XLI I\TSVX XIVQMREP �JSF�� 2)%8 GSRXMRYIH XS HIZIPST RI[ QEVOIXW�

SFXEMRMRK E RYQFIV SJ FYPO I\TSVX TIVQMXW YRXMP XLI %;& FIGEQI TVMZEXMWIH

SR � .YP] ����� 4VSHYGXMSR I\TERHIH JVSQ ER IWXMQEXIH I\TSVXEFPI WYVTPYW

SJ �� OMPSXSRRIW MR ������� XS ER IWXMQEXIH ��� OMPSXSRRIW MR ����������

-R ������� XLI %;& JSVQIH ER I\GPYWMZI EKIRG] VIPEXMSRWLMT [MXL XLI

-XEPMER XVEHMRK LSYWI 4EKRER� -R ������� 2)%8 [EW EFPI XS SFXEMR QYGL

LMKLIV FMHW JVSQ -XEPMER QMPPIVW XLER XLSWI 4EKRER [EW SJJIVMRK XLI %;&�

2)%8 [EW JSVGIH XS WIPP HYVYQ [LIEX XS XLI PS[IV TE]MRK QEVOIXW SJ

1SVSGGS ERH 8YRMWME MR ������� FIGEYWI XLI %;& [SYPH RSX EPPS[ 2)%8 XS

HIEP HMVIGXP] [MXL -XEPMER QMPPIVW� 8LMW GSWX 2)%8 ERH KVS[IVW MR I\GIWW SJ

%�� QMPPMSR MR XLI ������� WIEWSR� -R �������� YRHIV TVIWWYVI JVSQ

KVS[IVW ERH 2)%8� XLI %;& HVSTTIH XLI 4EKRER VIPEXMSRWLMT�

7MRGI %TVMP ���� XLI %;& LEW VIJYWIH XS KVERX SV EKVII XS ER] FYPO I\TSVX

TIVQMXW JSV XVEHIVW WYGL EW 2)%8� ,IVI MW E GEWI SJ E WQEPP KVSYT SJ [LIEX

KVS[IVW [SVOMRK [MXL E XVEHIV XS HIZIPST E WTIGMEPX] QEVOIX� SRP] XS LEZI

XLI %;& ETTEVIRXP] FIGSQI OIIR [LIR XLI QEVOIX VIEGLIH E VIEWSREFPI

WM^I ERH GYX�SJJ XLI STTSVXYRMXMIW JSV WYGL KVS[IVW�

7SYVGIW� . ,E[OMRW� ;IWXIVR %YWXVEPMER 2SSHPI ;LIEX +VS[IVW
 %WWSGMEXMSR� TIVW� GSQQ�� �� .YP]
����� 4 7RIEOIVW� 2I[ )RKPERH %KVMGYPXYVEP 8VEHIVW� TIVW� GSQQ�� �� .YP] �����
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,I WKH $:%·V ¶VLQJOH GHVN· ZHUH UHPRYHG -DSDQ ZRXOG UHPDLQ D KLJK SULFH

PDUNHW EHFDXVH RI LWV VHFXULW\ UHTXLUHPHQWV� :KHWKHU SULFHV ZRXOG ULVH RU IDOO

ZRXOG GHSHQG RQ WKH H[WHQW WR ZKLFK JUDLQ WUDGHUV ZHUH SUHSDUHG WR KROG

ZKHDW LQ VWRUH WR JXDUDQWHH WKH -DSDQHVH )RRG $JHQF\·V \HDUO\ UHTXLUHPHQWV�

8S�WYQ�YT

7KH RQO\ VXEVWDQWLDO DQDO\VLV RI WKH EHQHILWV RI $XVWUDOLD·V ¶VLQJOH GHVN·

PDUNHWLQJ V\VWHP IRU ZKHDW ³ WKDW SUHVHQWHG LQ WKH 0LOOLQJ :KHDW 3URMHFW

UHSRUW ³ JDYH D OXNH ZDUP DQG OHVV WKDQ FRQFOXVLYH HQGRUVHPHQW RI WKH

¶VLQJOH GHVN· DW WKDW WLPH� ,W HVWLPDWHG QHW EHQHILWV RI EHWZHHQ PLQXV $�����

DQG SOXV $����� D WRQQH� %XW WKH ORJLF RI WKH DUJXPHQWV DQG WKH PHWKRG RI

DQDO\VLV ZHUH VHULRXVO\ IODZHG� 'LVDOORZLQJ WKH HVWLPDWHG EHQHILWV IURP

¶PDUNHW PL[· DQG DOORZLQJ IRU VHFRQG�URXQG HIIHFWV LQ WKH HVWLPDWLRQ RI

EHQHILWV IURP IUHLJKW SUHPLXPV ZRXOG WLS WKH VFDOHV GHFLVLYHO\ LQ IDYRXU RI

DOORZLQJ D FRPSHWLWLYH PDUNHWLQJ V\VWHP�
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LQJUDLQHG LQ WKH $XVWUDOLDQ JUDLQV LQGXVWU\� ,W WRRN WKH 5R\DO &RPPLVVLRQ RQ

*UDLQ 6WRUDJH� +DQGOLQJ DQG 7UDQVSRUW ������ WR H[SRVH WKH LQHTXLWLHV DQG

LQHIILFLHQFLHV RI D ¶FRRSHUDWLYH· SRROLQJ V\VWHP ZKHUHE\ DOO ZKHDW JURZHUV ZKR

GHOLYHUHG WR WKH $:% SRRO SDLG WKH VDPH VWRUDJH� KDQGOLQJ DQG WUDQVSRUW

FRVWV LUUHVSHFWLYH RI WKHLU LQGLYLGXDO FLUFXPVWDQFHV� 6LQFH WKHQ� UDLO IUHLJKW

VHUYLFHV KDYH EHHQ GHUHJXODWHG� EXON KDQGOLQJ DXWKRULWLHV KDYH EHHQ

SULYDWLVHG DQG VRPH DPDOJDPDWLRQV RI WKHVH DUH WDNLQJ SODFH�

'HVSLWH WKHVH FKDQJHV $XVWUDOLD VWLOO KDV DQ LQHIILFLHQW DQG FRVWO\ JUDLQ KDQGOLQJ

DQG WUDQVSRUW V\VWHP� DQG VLJQLILFDQW HOHPHQWV RI SRROLQJ LQ KDQGOLQJ FKDUJHV

UHPDLQ� 7KH ¶VLQJOH GHVN· PDUNHWLQJ V\VWHPV IRU ZKHDW DQG EDUOH\� ZKLFK

SUHYHQW DQ\ HIIHFWLYH FRPSHWLWLRQ� DUH WKH PDLQ UHDVRQ IRU WKHVH KDQGOLQJ

LQHIILFLHQFLHV� DV WKLV FKDSWHU WHVWLILHV�

+VEMR�LERHPMRK�W]WXIQ�MW�GSWXP]�ERH�ERXMUYEXIH

)ROORZLQJ WKH 5R\DO &RPPLVVLRQ� RQH ZRXOG KDYH H[SHFWHG VLJQLILFDQW

LQQRYDWLRQV� LQFUHDVHG FRPSHWLWLRQ DQG ORZHU FKDUJHV LQ JUDLQ KDQGOLQJ� 7KLV

KDV QRW RFFXUUHG� 2Q FORVHU LQVSHFWLRQ� HVVHQWLDOO\ WKH VDPH RUJDQLVDWLRQV

H[LVW WRGD\ DV EHIRUH WKH 5R\DO &RPPLVVLRQ� :KLOH WKH\ KDYH FKDQJHG IURP

VWDWXWRU\ RUJDQLVDWLRQV WR JURZHU�RZQHG SULYDWH FRPSDQLHV RU FRRSHUDWLYHV�

WKH\ DUH VWLOO EDVLFDOO\ VWDWH�EDVHG ZLWK HIIHFWLYH UHJLRQDO PRQRSROLHV RQ JUDLQ

KDQGOLQJ VHUYLFHV IRU H[SRUW JUDLQ� ,I WKH DPDOJDPDWLRQ RI 9LFJUDLQ DQG

*UDLQFRUS JRHV DKHDG� WKH PLQRU FRPSHWLWLRQ DW WKH HGJHV EHWZHHQ WKH

RUJDQLVDWLRQV LQ WKH HDVWHUQ VWDWHV ZLOO EH YLUWXDOO\ HOLPLQDWHG�

7KHUH KDYH EHHQ VRPH FKDQJHV LQ WKH JUDLQ KDQGOLQJ V\VWHP EXW LWV EDVLF

VWUXFWXUH UHPDLQV PXFK WKH VDPH DV LW ZDV IRXU GHFDGHV DJR� $W KDUYHVW�

IDUPHUV JHQHUDOO\ XVH WKHLU RZQ WUXFNV WR GHOLYHU WKHLU JUDLQ WR KXQGUHGV RI

ORFDO VLORV VFDWWHUHG DORQJ UDLOZD\ OLQHV WKURXJKRXW WKH ZKHDW JURZLQJ DUHDV�

5DLO ZDJRQV DUH JUDGXDOO\ DFFXPXODWHG XQWLO D WUDLQ RI VXIILFLHQW VL]H WDNHV WKH

JUDLQ WR WKH SRUW ZKHUH LW LV ILQDOO\ HOHYDWHG RQWR D VKLS� 7KH V\VWHP DQG WKH

SUREOHPV LW HQFRXQWHUV DUH LOOXVWUDWHG LQ FKDUW ����
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6XFK D V\VWHP PD\ KDYH VXLWHG WKH FRQGLWLRQV IRXU GHFDGHV DJR EXW� VLQFH

WKHQ� GHYHORSPHQWV VXFK DV VXEVWDQWLDO LQFUHDVHV LQ IDUP VL]H� PRGHUQ

PDFKLQHU\ WR TXLFNO\ UHPRYH WKH FURS DQG WUXFNV VXFK DV %�GRXEOHV WR

HIILFLHQWO\ PRYH JUDLQ XS WR DURXQG ��� NLORPHWUHV PHDQ WKDW WKH VWUXFWXUHV

RI KXQGUHGV RI ORFDO VLORV DUH UHOLFV� $V WHFKQRORJ\ FKDQJHG� REYLRXV GHYHORS�

PHQWV ZRXOG KDYH EHHQ PRUH RQIDUP SLFN�XSV� VWUDWHJLFDOO\ ORFDWHG ODUJH

��� %YWXVEPME
W X]TMGEP KVEMR I\TSVX WYTTP] GLEMR LEW TVSFPIQW

*EVQW

0SGEP HITSX

0SGEP HITSX

4SVX I\TSVX

XIVQMREP

� :IV] I\TIRWMZI
VSEH XVERWTSVX
HYVMRK LEVZIWX
TIVMSH

+VS[IV XVYGO HIPMZIV]

�r�� GIRXW 28/

� 0S[ VEXMS SJ
XLVSYKLTYX XS
WXSVEKI
GETEGMX]

� 3ZIVGETEGMX]

� %KMRK
MRJVEWXVYGXYVI

� 4SSV MRXEOI
VEXIW

� 4SSV SYXXYVR
VEXIW

� -RIJJMGMIRX VEMP
EGGIWW

� 0S[ XVEJJMG
HIRWMX]

� 4SSV G]GPI
XMQIW

� )\GIWWMZI
VSPPMRK WXSGO

� 4SSV MRHYWXVMEP
VIPEXMSRW ERH
[SVO TVEGXMGIW

� 0EGO SJ
ETTVSTVMEXI
MRZIWXQIRX

� )\GIWW GETEGMX]
�HYI XS TSSV
QEREKIQIRX SJ
WLMTTMRK
TVSKVEQ�

� 0EGO SJ
MRZIWXQIRX MR
RI[ XIGLRSPSK]

� 4SSV MRHYWXVMEP
VIPEXMSRW

6EMP HIPMZIV]

�r� GIRXW 28/

28/ ! RIX XSRRI OMPSQIXVI
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UHFHLYDO FHQWUHV ZLWK HFRQRPLHV RI VL]H DQG VWDWH�RI�WKH�DUW HOHYDWLQJ� DQG

ODUJH WUDLQV WDNLQJ JUDLQ WR SRUWV ZLWK IDVW WXUQDURXQG WLPHV� 'HYHORSPHQWV

DORQJ WKHVH OLQHV KDYH EHHQ UDUH�

1R VLJQLILFDQW HQWUDQWV KDYH EHHQ SUHSDUHG WR LQYHVW LQ QHZ JUDLQ KDQGOLQJ

IDFLOLWLHV RU LQWURGXFH H[SHUWLVH DQG LQQRYDWLRQV WR FRPSHWH ZLWK WKH H[LVWLQJ

JUDLQ KDQGOLQJ RUJDQLVDWLRQV� :LWK VRPH H[FHSWLRQV� WKH H[LVWLQJ RUJDQLV�

DWLRQV KDYH SHUVLVWHG ZLWK DJLQJ IDFLOLWLHV DQG KDYH XQGHUWDNHQ RQO\ OLPLWHG

LQYHVWPHQW LQ VWDWH�RI�WKH�DUW KDQGOLQJ IDFLOLWLHV�

$OO RI WKLV KDV FRVW $XVWUDOLDQ JUDLQ JURZHUV GHDUO\� 7KH 0LOOLQJ :KHDW

3URMHFW UHSRUW IRXQG WKDW� QHW RI DOO VXEVLGLHV� $XVWUDOLDQ JUDLQ JURZHUV SDLG DW

OHDVW 86�� D WRQQH PRUH IRU VWRUDJH� KDQGOLQJ DQG WUDQVSRUW VHUYLFHV WKDQ

WKHLU 86 FRXQWHUSDUWV GLG�

,Q D VWXG\ RI OHDVW FRVW JUDLQ SDWKV LQ WKH :HVWHUQ $XVWUDOLDQ JUDLQ KDQGOLQJ

V\VWHP� /LQGQHU DQG 0F/HRG ������ IRXQG WKDW PRYLQJ WR D V\VWHP RI JUDLQ

KDQGOLQJ ZKHUH FKDUJHV UHIOHFWHG UHVRXUFH FRVWV DQG ZHUH GLVDJJUHJDWHG DQG

WUDQVSDUHQW FRXOG XOWLPDWHO\ JHQHUDWH SRWHQWLDO VDYLQJV LQ DQQXDO QHW UHYHQXH

FRVWV RI EHWZHHQ ����� PLOOLRQ DQG ��� PLOOLRQ� 7KH\ IRXQG WKDW WKH VLPSOH

FKDQJH IURP WKH FXUUHQW SULFLQJ SUDFWLFH ZLWK D KLJK GHJUHH RI DJJUHJDWHG QRQ�

WUDQVSDUHQW FKDUJHV WR D GLVDJJUHJDWHG SULFLQJ V\VWHP ZRXOG VLJQLILFDQWO\ FKDQJH

OHDVW FRVW JUDLQ SDWKV� UHVXOWLQJ LQ SRWHQWLDO VLJQLILFDQW FRVW VDYLQJV WR JURZHUV�

7KHVH VWXG\ UHVXOWV DUH LPSRUWDQW LQ WKDW WKH\ LQGLFDWHG JDLQV IURP UHGXFLQJ WKH

DJJUHJDWLRQ RI FKDUJHV� %XW LQ D FRPSHWLWLYH V\VWHP WKH DSSURSULDWH GHJUHH RI

DJJUHJDWLQJ FKDUJHV ZRXOG EH VHWWOHG LQ WKH PDUNHWSODFH�

:K\ KDV WKHUH EHHQ VR OLWWOH SURJUHVV LQ UHIRUPLQJ WKH V\VWHP DQG UHGXFLQJ

JUDLQ KDQGOLQJ FKDUJHV"

D7MRKPI�HIWOW
�JSWWMPMWI�KVEMR�LERHPMRK�W]WXIQW

7KH $:%·V ¶VLQJOH GHVN· DQG WKH VWDWHV· ¶VLQJOH GHVNV· IRU EDUOH\ FRXOG FKRRVH

WR PDQDJH WKHLU ¶VLQJOH GHVNV· IURP YHVVHO �IRE� RQZDUGV LQ WKH PDUNHWLQJ

FKDLQ� 7KH\ FRXOG� IRU H[DPSOH� FRQWUDFW VXSSOLHUV LQ D FRPSHWLWLYH HQYLURQ�

PHQW WR WUDQVSRUW JUDLQ RI D SDUWLFXODU VSHFLILFDWLRQ IURP IDUPV WR YHVVHOV �IRE�

E\ D VSHFLILHG WLPH EXW VWLOO PDLQWDLQ WKH FRQFHSW RI ¶VLQJOH GHVN· VHOOLQJ�

,QVWHDG WKH\ KDYH FKRVHQ WR VSUHDG WKHLU PRQRSRO\ LQIOXHQFH EDFN GRZQ WKH

VXSSO\ FKDLQ WR ORFDO VLORV VR WKDW WKH\ KDYH WRWDO FRQWURO RYHU WKH VXSSO\ FKDLQ�

)DUPHUV KDYH QR FKRLFH EXW WR XVH WKH FHQWUDOLVHG JUDLQ KDQGOLQJ V\VWHP LQ HDFK

VWDWH LI WKH\ ZLVK WR H[SRUW ZKHDW RU EDUOH\� $V VKRZQ LQ FKDUW ���� PRVW ZKHDW

LV GHOLYHUHG LQWR WKH FHQWUDOLVHG KDQGOLQJ V\VWHP�

7KH $:%� DV WKH PRQRSRO\ H[SRUW PDUNHWHU RI $XVWUDOLDQ ZKHDW� RUFKHVWUDWHV

WKH HQWLUH VXSSO\ FKDLQ DQG GLUHFWV EXON KDQGOHUV DQG UDLO FRPSDQLHV RQ DOO
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IDFHWV RI JUDLQ VWRUDJH� KDQGOLQJ DQG WUDQVSRUW� 7KLV HQYLURQPHQW GLVFRXUDJHV

FRPSHWLWLRQ� LQQRYDWLRQ DQG FKDQJH LQ JUDLQ KDQGOLQJ V\VWHPV� )RU H[DPSOH�

WKHUH LV OLWWOH LQFHQWLYH IRU EXON KDQGOLQJ FRPSDQLHV WR PDNH LQYHVWPHQWV LQ IDVW

WUDLQ ORDGLQJ RU UDLO VLGLQJV WKDW ZRXOG UHGXFH WUDLQ F\FOH WLPHV DQG KHQFH

IUHLJKW UDWHV� ,Q HIIHFW� RQH PRQRSROLVW WHOOV DQRWKHU PRQRSROLVW ZKDW WR GR DQG

WKH\ QHJRWLDWH D SULFH IRU WKH VHUYLFHV WR EH XQGHUWDNHQ� 7KH EXON KDQGOHUV DQG

UDLO FRPSDQLHV DUH DJHQWV RI� DQG VHUYLFH SURYLGHUV WR� WKH $:% DQG GR QRW

KDYH WKH IOH[LELOLW\ WR GR RWKHU WKDQ ZKDW WKH\ DUH WROG WR GR�

7KHUH LV DOVR OLWWOH LQFHQWLYH IRU UDLO FRPSDQLHV WR XQGHUWDNH UHIRUPV WKDW

UHGXFH WKH RSHUDWLRQDO FRVWV RI EXON KDQGOHUV� 1HYHUWKHOHVV� UDLO FRPSDQLHV

KDYH FRPH XQGHU VRPHZKDW PRUH FRPSHWLWLRQ IURP URDG IUHLJKW DQG RWKHU

UHIRUPV� 7KHVH DVSHFWV DUH UHIOHFWHG LQ WKH WUHQGV LQ IUHLJKW UDWHV DQG EXON

KDQGOLQJ FKDUJHV �FKDUW ����� :KHUHDV IUHLJKW UDWHV KDYH GHFOLQHG VRPHZKDW�

EXON KDQGOLQJ FKDUJHV KDYH JHQHUDOO\ ULVHQ� UHIOHFWLQJ WKH ODFN RI FRPSHWLWLRQ

EXW DOVR WKH JUHDWHU QXPEHU RI ZKHDW VHJUHJDWLRQV GHPDQGHG E\ WKH $:%

�VHH WKH GLVFXVVLRQ LQ FKDSWHU � RQ WKLV�� 7KLV LV IXUWKHU HPSKDVLVHG E\

FRQVLGHULQJ WKH JHQHUDO LQFUHDVH LQ ZKHDW UHFHLYDOV �FKDUW ����� 2QH ZRXOG

H[SHFW EXON KDQGOLQJ FKDUJHV SHU WRQQH WR GHFUHDVH DV WKURXJKSXW LQFUHDVHV�

7KH $:% QHJRWLDWHV RQ SULFHV RI VHUYLFHV SURYLGHG E\ WKH JUDLQ KDQGOLQJ

RUJDQLVDWLRQV� 7KH IRUPHU FRPSODLQV WKDW FKDUJHV DUH WRR KLJK ZKLOH WKH ODWWHU

PDNHV WKH YDOLG SRLQW WKDW WKH SUHVFULSWLYH� FRQWUROOLQJ EHKDYLRXU RI WKH

$:% SURYLGHV QR URRP IRU FRPSHWLWLRQ RU IRU EXON KDQGOHUV WR LQQRYDWH DQG

LQYHVW� 7KLV VWDOHPDWH KDV SHUVLVWHG IRU PDQ\ \HDUV� ,Q LWV VXEPLVVLRQ WR WKH

UHFHQW GHWHUPLQDWLRQ RQ JUDLQ KDQGOLQJ VHUYLFHV LQ 9LFWRULD� WKH $:% QRWHG

WKDW LWV ¶IUXVWUDWLRQ ZLWK KLJK WHUPLQDO XVDJH FKDUJHV OHYLHG E\ 9LFJUDLQ ZDV D

SULPDU\ GULYHU LQ $:%·V LQYHVWPHQW LQ DQ DOWHUQDWLYH H[SRUW SRUW· �2IILFH RI

��� 1SWX %YWXVEPMER [LIEX KSIW MRXS XLI GIRXVEPMWIH LERHPMRK W]WXIQ
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WKH 5HJXODWRU *HQHUDO� 9LFWRULD ������ 7KH $:% ZLOO KDYH DFFHVV WR ORZHU

FKDUJHV EHFDXVH RI WKH LQWURGXFWLRQ RI VRPH FRPSHWLWLRQ ³ LQ WKLV FDVH WKH

QHZ $XVWUDOLDQ %XON $OOLDQFH WHUPLQDO DW 3RUW 0HOERXUQH ZKHUH WKH $:%

KDV D FRPPHUFLDO LQWHUHVW� /DUJHO\ DV D UHVXOW RI WKLV FKDQJH� 9LFJUDLQ·V FKDUJH

IRU ORDGLQJ H[SRUW JUDLQ GHFOLQHG IURP ������ D WRQQH LQ ������� WR ����� D

WRQQH LQ ��������� �$:% /LPLWHG ����� ³ GHPRQVWUDWLQJ WKH SRZHU RI

HYHQ D OLWWOH FRPSHWLWLRQ�

7ZR RWKHU IDFWRUV DUH UHOHYDQW LQ XQGHUVWDQGLQJ WKH ODFN RI LQFHQWLYHV WR

UHIRUP WKH V\VWHP�

� 7KH $:% DQG WKH JUDLQ KDQGOLQJ FRPSDQLHV KDYH FRQIOLFWV RI LQWHUHVW ³

EHWZHHQ PLQLPLVLQJ FRVWV WR JUDLQ JURZHUV DQG PD[LPLVLQJ UHWXUQV WR

VKDUHKROGHUV�

� 7KH FRQFHSW RI SRROLQJ FKDUJHV LV VWLOO SUHYDOHQW LQ EXON KDQGOLQJ FRP�

SDQLHV� )RU H[DPSOH� 9LFJUDLQ PDLQWDLQV D FRPPRQ UHFHLYDO FKDUJH IRU

ZKHDW GHOLYHUHG WR SULPDU\ VLWHV LUUHVSHFWLYH RI ZKHWKHU JURZHUV GHOLYHU WR

WKHVH VLWHV LQ FRXQWU\ DUHDV RU WR SRUWV� %XW WKH VHUYLFHV SURYLGHG LQ HDFK

FDVH DUH VLJQLILFDQWO\ GLIIHUHQW� 6XFK EXQGOLQJ RI FKDUJHV ZRXOG QRW RFFXU

XQGHU D FRPSHWLWLYH V\VWHP �2IILFH RI WKH 5HJXODWRU *HQHUDO� 9LFWRULD

������

)RU JURZHUV� LI KDQGOLQJ FKDUJHV ZHUH PRUH GLVDJJUHJDWHG WKH\ ZRXOG EH DEOH

WR PDNH EHWWHU FKRLFHV DERXW WKHLU OHDVW FRVW GHOLYHU\ SDWKV� %XW IRU SRROHG

ZKHDW� RQFH GHOLYHUHG WR WKH VLOR� WKH $:% SD\V WKH ELOO IRU GHOLYHULQJ WKH

ZKHDW WR SRUWV DQG ORDGLQJ LW RQWR YHVVHOV DQG GHGXFWV WKLV IURP JURZHUV· JURVV

UHWXUQV� 7KHUH DUH OLPLWHG FRPPHUFLDO LQFHQWLYHV IRU WKH $:% WR UHGXFH

FRVWV DQG ILQG JUHDWHU HIILFLHQFLHV ³ RQO\ D ¶EHVW HQGHDYRXUV· DLP� $QG WKH

��� &YPO LERHPMRK GLEVKIW MR %YWXVEPME LEZI KIRIVEPP] MRGVIEWIH
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RQO\ UHDO DFFRXQWDELOLW\ LV RFFDVLRQDO UHSRUWV WR JURZHU RUJDQLVDWLRQV WKDW DUH

QRW LQGHSHQGHQWO\ DVVHVVHG�

)RU WKH $:%� GLVDJJUHJDWLRQ RI FRVWV LV OHVV RI DQ LVVXH VLQFH LW SD\V �RQ

EHKDOI RI JURZHUV� WKH ZKROH ELOO IURP VLOR WR YHVVHO� 7KH NH\ SRLQW LV WKDW WKH

$:%·V FRQWURO RYHU WKH VXSSO\ FKDLQ OLPLWV WKH V\VWHP WR RQH EX\HU DQG RQH

VHOOHU LQ QHDUO\ DOO UHJLRQV� ZLWK YLUWXDOO\ QR FRPSHWLWLRQ DQG KHQFH QR

LQFHQWLYHV WR LQQRYDWH RU LQYHVW�

8LIVI�MW�EQTPI�WGSTI�JSV�KVIEXIV�IJJMGMIRGMIW

,Q WKH 8QLWHG 6WDWHV� ZKHUH PRQRSROLHV RU SXEOLF XWLOLWLHV KDYH EHHQ RSHQHG

XS WR FRPSHWLWLRQ� SULFHV WR FRQVXPHUV KDYH IDOOHQ �:LOVRQ DQG :LOVRQ

������ ,Q $XVWUDOLD� ZKHUHYHU FRPSHWLWLRQ KDV EHHQ LQWURGXFHG LQWR PDUNHWV

SUHYLRXVO\ FRQWUROOHG E\ PRQRSROLVWV� VXFK DV WHOHFRPPXQLFDWLRQV DQG

HOHFWULFLW\� WKH UHGXFWLRQV LQ FRVWV KDYH EHHQ VXEVWDQWLDO� ,W ZRXOG EH WKH VDPH

IRU WKH JUDLQ KDQGOLQJ V\VWHP�

6RPH JUDLQ KDQGOLQJ FRPSDQLHV KDYH FRQGXFWHG H[WHQVLYH UHVHDUFK RYHU WKH

SDVW WZR \HDUV DQG DUH FRQYLQFHG WKDW� DFURVV WKH ERDUG� WKHUH DUH VXSSO\

FKDLQ VDYLQJV RI WKH RUGHU RI ��²�� D WRQQH DYDLODEOH WKURXJK WKH FUHDWLRQ RI

FRPSHWLQJ VXSSO\ FKDLQV� �'HWDLOV FDQ EH PDGH DYDLODEOH RQ D FRPPHUFLDO�LQ�

FRQILGHQFH EDVLV WR WKH ,QGHSHQGHQW 5HYLHZ &RPPLWWHH LI LW UHTXHVWV WKHP��

6DYLQJV RI WKLV PDJQLWXGH DFURVV WKH ZKROH ZKHDW FURS ZRXOG DPRXQW WR

EHWZHHQ ���� PLOOLRQ DQG ���� PLOOLRQ� ,PSRUWDQWO\� LW ZRXOG UDLVH WKH

DYHUDJH IDUP EXVLQHVV SURILW RI ZKHDW SURGXFHUV E\ DW OHDVW �� SHU FHQW

�$%$5( ������ 7KLV ZRXOG VXEVWDQWLDOO\ UHGXFH WKH QXPEHU RI IDUPHUV ZLWK

]HUR RU QHJDWLYH IDUP EXVLQHVV SURILWV�

7\SLFDO VXSSO\ FKDLQ FRVWV DUH VKRZQ LQ WDEOH ���� 7KH\ UHSUHVHQW XS WR D

WKLUG RI JURVV SRRO UHWXUQV WR JURZHUV� %XW EXON KDQGOHUV ZRXOG QHHG ¶D SLHFH

RI WKH DFWLRQ· LQ D FRPSHWLWLYH HQYLURQPHQW WR JLYH WKHP WKH LQFHQWLYHV WR

LQYHVW LQ QHZ WHFKQRORJ\ DQG SDWKZD\V� 7KLV DOVR DSSOLHV WR SRWHQWLDO QHZ

HQWUDQWV� 6DYLQJV FRXOG EH DFKLHYHG E\�

� PRUH DFFXUDWHO\ IRUHFDVWLQJ VKLSSLQJ SURJUDPV DQG VXSSO\ PRYHPHQWV�

� PDNLQJ EHWWHU XVH RI RQIDUP VWRUDJH RYHU WKH VHDVRQ E\ KDYLQJ SULFLQJ

LQFHQWLYHV IRU VWRUDJH�

� UDWLRQDOLVLQJ WKH QXPEHU RI ORFDO VLORV�

� LPSURYLQJ WKH FRRUGLQDWLRQ EHWZHHQ UDLO DQG EXON KDQGOLQJ VHUYLFHV�

� LQFUHDVLQJ LQYHVWPHQW LQ VWDWH�RI�WKH�DUW IDFLOLWLHV� DQG

� LQ WKH ORQJ UXQ� UDWLRQDOLVLQJ WKH HQWLUH VWUXFWXUH RI WKH VXSSO\ FKDLQ�
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��� 8]TMGEP WYTTP] GLEMR GSWXW JSV [LIEX

8]TI SJ GLEVKI ;LIEX 'SQQIRX

��X

0SGEP GEVXEKI �r�� ,MKLP] ZEVMEFPI� HITIRHMRK SR XLI PSGEXMSR SJ
XLI [LIEX JEVQ MR VIPEXMSR XS XLI PSGEP WMPS�

6IGIMZEP GLEVKI �r� :MGKVEMR
W GLEVKIW JSV ��������� VERKIH
JVSQ ����� XS ������ E XSRRI�

7XSVEKI GLEVKI �r� 'SRWIVZEXMZI � FEWIH SR ER EZIVEKI WXSVEKI
GLEVKI SJ ����� E XSRRI TIV QSRXL JSV XLVII
QSRXLW� 7LVMROEKI GSYPH EHH ERSXLIV ����� E
XSRRI�

*VIMKLX GLEVKI ��r�� :EVMEFPI� HITIRHMRK SR HMWXERGI JVSQ WMPS XS
TSVX�

D*SFFMRK
 GSWX �r�� %PP�MRGPYWMZI GSWXW JVSQ VEMP [EKSR XS ZIWWIP�
WXS[IH ERH XVMQQIH �JSF��

8SXEP ��r�� 2SX ZEPMH XS EHH LMKLW ERH PS[W�

7SYVGI� -RXIVZMI[W [MXL FYPO LERHPIVW ERH XVEHIVW�

8S�WYQ�YT

7KHUH LV QR HIIHFWLYH FRPSHWLWLRQ LQ WKH SURYLVLRQ RI JUDLQ KDQGOLQJ VHUYLFHV�

H[FHSW ¶DW WKH HGJHV· LQ WKH HDVWHUQ VWDWHV� :LWK QR FRPSHWLWLYH SUHVVXUHV�

EXON KDQGOLQJ FKDUJHV KDYH JHQHUDOO\ ULVHQ RYHU WKH SDVW GHFDGH ZKHQ WKH

RSSRVLWH VKRXOG KDYH RFFXUUHG� JLYHQ WKH VXEVWDQWLDO LQFUHDVH LQ ZKHDW

UHFHLYDOV�

7KH ¶VLQJOH GHVN· LV WKH GRPLQDQW IDFWRU XQGHUO\LQJ WKLV ODFN RI FRPSHWLWLRQ

DQG WKH LQFUHDVLQJ WUHQG LQ EXON KDQGOLQJ FKDUJHV� $:% /LPLWHG FKRRVHV WR

PDQDJH LWV ¶VLQJOH GHVN· E\ FRPPDQGLQJ FRPSOHWH FRQWURO RYHU WKH ZKROH

GRPHVWLF VXSSO\ FKDLQ IRU H[SRUW ZKHDW� ,W QHHG QRW GR WKLV�

7KHUH DUH DPSOH RSSRUWXQLWLHV WR UHIRUP WKH V\VWHP DQG UHGXFH JUDLQ

KDQGOLQJ DQG IUHLJKW FKDUJHV WR JURZHUV� $ QHFHVVDU\ VWHS LQ WKDW UHIRUP LV WR

UHPRYH WKH PRQRSROLVWLF LQIOXHQFH RI WKH $:% DQG WKH VWDWH JUDLQ PDUNHWLQJ

PRQRSROLHV DQG LQWURGXFH FRPSHWLWLRQ LQWR WKH VXSSO\ FKDLQ IURP IDUP JDWH

WR YHVVHO�



��

� )JJIGXW�SJ�TSSPMRK�SR�KVS[IV�VIXYVRW

7+( 021232/< 21 %8/. :+($7 (;3257,1*� LQ FRQMXQFWLRQ ZLWK

SRROLQJ� SODFHV VHYHUH UHVWULFWLRQV RQ WKH DELOLW\ RI JURZHUV WR PDQDJH WKHLU

ULVN� *URZHUV DUH H[SRVHG DQG XQDEOH WR HIIHFWLYHO\ SODQ WKHLU RSHUDWLRQV RU WR

UHFHLYH WKH EHVW SULFH IRU WKHLU ZKHDW�

;LEX�MW�TSSPMRK#

:KHQ JURZHUV GHOLYHU WKHLU EXON ZKHDW WR WKH VLOR LW HQWHUV WKH QDWLRQDO SRRO

DQG OHJDO RZQHUVKLS LV WUDQVIHUUHG WR $:% �,QWHUQDWLRQDO�� 0RVW JURZHUV

HOHFW WR UHFHLYH D KDUYHVW SD\PHQW HTXDO WR �� SHU FHQW RI WKH HVWLPDWHG SRRO

UHWXUQ OHVV DOO PDUNHWLQJ FRVWV� 7KH KDUYHVW SD\PHQW LV D VKRUW WHUP ORDQ DW

UDWHV RI LQWHUHVW WKDW LQ -XO\ ���� ZHUH DURXQG ���� SHU FHQW� )RU DQ

DGGLWLRQDO ����� D WRQQH XQGHUZULWLQJ IHH� JURZHUV FDQ LQVXUH DJDLQVW DQ\

VKRUWIDOO FDOO� $V WKH ZKHDW LV VROG RYHUVHDV� WKH ORDQ LV DXWRPDWLFDOO\ UHSDLG�

2QFH WKH ORDQ KDV EHHQ UHSDLG� WKH JURZHU UHFHLYHV VXEVHTXHQW SD\PHQWV DQG

D ILQDO SD\PHQW XS WR �� PRQWKV DIWHU GHOLYHU\�

3RROLQJ LV D ¶EHVW HQGHDYRXUV� FRVW�SOXV· V\VWHP LQ ZKLFK JURZHUV MRLQWO\ EHDU

DOO WKH SULFH ULVNV� ,I $:% �,QWHUQDWLRQDO� PDNHV D PDUNHWLQJ PLVWDNH RU ORVHV

RQ KHGJLQJ WUDQVDFWLRQV� JURZHUV ZHDU WKH FRVW RI WKDW PLVWDNH� ,I ZRUOG ZKHDW

SULFHV IDOO DIWHU GHOLYHU\� JURZHUV WDNH ZKDWHYHU SULFH WKH ZKHDW LV VROG IRU OHVV

PDUNHWLQJ FRVWV� $:% �,QWHUQDWLRQDO� DLPV WR PLQLPLVH FRVWV EXW WKHUH DUH

IHZ FRPPHUFLDO GLVFLSOLQHV RQ LW� RU EHQFKPDUNV DJDLQVW ZKLFK WR MXGJH LWV

SHUIRUPDQFH� 8QOLNH FRPPHUFLDO WUDGLQJ FRPSDQLHV� WKH $:% WDNHV QR

SULQFLSDO ULVN� )XUWKHUPRUH� ZLWK WKH SULYDWLVDWLRQ RI WKH $:%� WKH FRQIOLFW RI

LQWHUHVW EHWZHHQ VKDUHKROGHUV DQG ZKHDW SURGXFHUV PHDQV WKDW WKH ODWWHU DUH

QR ORQJHU DVVXUHG WKDW WKH $:% LV DWWHPSWLQJ WR PLQLPLVH PDUNHWLQJ FRVWV�

)RU PDQ\ JURZHUV� WKLV SRROLQJ V\VWHP DSSHDUV WR KDYH VRPH SV\FKRORJLFDO

DSSHDO�

� $ FRPPRQ SHUFHSWLRQ LV WKDW SRROV DVVXUH JURZHUV WKDW WKH\ DOO UHFHLYH

WKH VDPH SULFH IRU WKH W\SH RI ZKHDW GHOLYHUHG� 7KLV PD\ SURYLGH VRPH

JURZHUV ZLWK VRPH FRPIRUW� %XW WKH LQWURGXFWLRQ RI D ZLGHU UDQJH RI

SD\PHQW RSWLRQV RYHU WKH SDVW WZR \HDUV PHDQV WKDW WKH FKDQFHV RI

JURZHUV UHFHLYLQJ WKH VDPH SRRO SULFH DV WKHLU QHLJKERXUV GR IRU LGHQWLFDO

ZKHDW GHOLYHUHG WR WKH VDPH VLOR DUH TXLFNO\ GLPLQLVKLQJ�
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� *URZHUV FDQ DEGLFDWH WKH SULFLQJ GHFLVLRQ ³ WKH\ GHOLYHU WKHLU ZKHDW DW

KDUYHVW WLPH DQG ZDLW IRU WKH UHVXOW RYHU WKH HQVXLQJ ��²�� PRQWKV�

� 3RROV DUH D WURXEOH�IUHH PHDQV RI RII�ORDGLQJ JUDLQ TXLFNO\ DW KDUYHVW WLPH�

4SSPMRK�MW�RSX�ER�IJJIGXMZI�VMWO�QEREKIQIRX�XSSP�JSV�EPP

7KH ILQDO JURVV SRRO UHWXUQ IRU D SDUWLFXODU SRRO UHIOHFWV VHYHUDO WKLQJV�

LQFOXGLQJ�

� WKH UHWXUQV IURP ZKHDW VDOHV WR PDQ\ PDUNHWV VSUHDG RXW RYHU WKH OLIH RI

WKH SRRO ³ DW OHDVW �� PRQWKV�

� FXUUHQF\ KHGJLQJ DFWLYLWLHV RI WKH $:% 7UHDVXU\�

� WKH JUDLQ KHGJLQJ DFWLYLWLHV RI WKH SRRO PDQDJHUV XVLQJ 86 IXWXUHV�RSWLRQV

DV ZHOO DV PRUH H[RWLF WRROV VXFK DV VZDSV� DQG

� PDQDJHPHQW RI WKH EDVLV� ZKLFK LV WKH GLIIHUHQFH EHWZHHQ &KLFDJR %RDUG

RI 7UDGH SULFHV DQG $XVWUDOLDQ SULFHV�

)RU JURZHUV ZKR DUH FRQWHQW WR GHOLYHU WKHLU ZKHDW WR WKH SRRO DQG WDNH WKHLU

FKDQFHV RQ WKH ILQDO SULFH WKH\ ZLOO JHW� WKH SRROLQJ V\VWHP LV DQ HDV\ ZD\ IRU

WKHP WR PDUNHW WKHLU ZKHDW� )RU VXFK JURZHUV SRROLQJ LV ILQH DQG� XQGHU D

FRPSHWLWLYH PDUNHWLQJ V\VWHP� WKH $:% DORQJ ZLWK FRPPHUFLDO FRPSDQLHV

ZRXOG FRQWLQXH WR UXQ SRROV WR DFFXPXODWH WKHVH JURZHUV· JUDLQ� ,Q WKH FRWWRQ

LQGXVWU\� IRU H[DPSOH� RYHU KDOI RI DOO FRWWRQ PDUNHWHG LV E\ ZD\ RI YROXQWDU\

VHDVRQDO SRROV UXQ E\ SULYDWH WUDGLQJ FRPSDQLHV� :KDW LV DW LVVXH KHUH LV WKH

FRPSXOVRU\ UHTXLUHPHQW WKDW DQ\ ZKHDW JURZHU ZLVKLQJ WR H[SRUW EXON ZKHDW

PXVW JR WKURXJK WKH $:%·V QDWLRQDO SRRO� $OVR DW LVVXH LV WKH LPSDFW WKLV KDV

RQ WKH FKRLFH RI ULVN PDQDJHPHQW RSWLRQV DYDLODEOH WR JURZHUV DQG WKH SULFH

GLVWRUWLRQV WKDW SRROLQJ FDXVHV�

6XFFHVVIXO PRGHUQ IDUPLQJ UHTXLUHV QRW RQO\ JRRG PDQDJHPHQW RI SK\VLFDO

UHVRXUFHV DQG WHFKQLFDO RSHUDWLRQV� EXW DOVR JRRG PDUNHWLQJ VNLOOV DQG

EXVLQHVV PDQDJHPHQW� 7KH ODWWHU GHSHQGV RQ WKH DELOLWLHV RI JURZHUV� HDFK

ZLWK LQGLYLGXDO FLUFXPVWDQFHV� WR HIIHFWLYHO\ PDQDJH WKHLU ULVN DFFRUGLQJ WR

WKHLU RZQ ULVN SUHIHUHQFHV� 7KLV PHDQV EHLQJ DEOH WR HIIHFWLYHO\ ORFN LQ SULFHV

IRU RQH RU HYHQ WZR \HDUV DKHDG VR WKDW GHFLVLRQV RQ LQYHVWPHQWV FDQ EH PDGH

ZLWK JUHDWHU FHUWDLQW\ DERXW RXWFRPHV� :LWK ZKHDW SULFHV ORFNHG LQ WKURXJK

KHGJLQJ� IDUPHUV FDQ EXGJHW SURSHUO\ DQG KDYH D PXFK JUHDWHU FKDQFH RI

REWDLQLQJ ORDQV IRU LQYHVWPHQW DQG JUHDWHU FRQILGHQFH WKDW WKH ORDQV FDQ EH

UHSDLG�

,W LV ZRUWK QRWLQJ WKDW LQ ������� RYHU KDOI RI $XVWUDOLD·V ZKHDW JURZHUV IDLOHG

WR HDUQ D IDUP EXVLQHVV SURILW �$%$5( ������ ,Q SDUW� WKLV UHIOHFWV WKH IDFW

WKDW PDQ\ JURZHUV XVLQJ WKH SRRO IDFH XQFHUWDLQ UHWXUQV ERWK EHIRUH DQG DIWHU

GHOLYHULQJ WKHLU ZKHDW DQG WKLV FDQ DGYHUVHO\ DIIHFW PDQDJHPHQW GHFLVLRQV�
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:KHDW SRROV DUH QRW DQ HIIHFWLYH ULVN PDQDJHPHQW WRRO IRU IDUPHUV ZLVKLQJ WR

KHGJH IRU VSHFLILF SXUSRVHV� VXFK DV EX\LQJ RU OHDVLQJ D QHZ SURSHUW\ RU XQGHU�

WDNLQJ VSHFLILF PDQDJHPHQW SUDFWLFHV ZKHUH JUHDWHU FHUWDLQW\ RI RXWFRPHV LV

LPSRUWDQW�

8QOHVV ZKHDW LV SULFHG WKURXJK HLWKHU DQ DFWXDO VDOH RU D GHULYDWLYH

PHFKDQLVP� $XVWUDOLDQ JURZHUV FROOHFWLYHO\ EHDU SULFH ULVNV WKURXJK SRROV�

$OWKRXJK WKH LQIRUPDWLRQ LV FRQILGHQWLDO� LW LV JHQHUDOO\ NQRZQ WKDW WKH $:%

LV XQDEOH WR HIIHFWLYHO\ KHGJH IRUZDUG SULFHV IRU WKH HQWLUH $XVWUDOLDQ FURS� %\

GHILQLWLRQ WKLV PHDQV WKDW $XVWUDOLDQ JURZHUV DUH FROOHFWLYHO\ H[SRVHG WR

IOXFWXDWLRQV LQ LQWHUQDWLRQDO ZKHDW SULFHV DQG LQWHUQDWLRQDO FXUUHQF\ PRYH�

PHQWV WR VRPH H[WHQW HYHQ ZKHQ SRROV DUH KHGJHG�

,QGHHG� RQFH SRRO PDQDJHUV XQGHUWDNH DQ\ KHGJLQJ DFWLYLW\ WKH JURZHUV·

FDSDFLW\ WR KHGJH DJDLQVW IDOOV LQ WKH SRRO SULFH LV GLPLQLVKHG� 7R KHGJH

HIIHFWLYHO\ WKHUH QHHGV WR EH D UHODWLYHO\ VWDEOH EDVLV� 7KDW LV� WKH UHODWLRQVKLS

EHWZHHQ ZKDW LV EHLQJ KHGJHG DQG WKH LQVWUXPHQW WKDW LV EHLQJ XVHG WR KHGJH

PXVW EH UHODWLYHO\ VWDEOH� 2QFH D SRRO PDQDJHU VWDUWV KHGJLQJ WKH SRRO WKH

UHODWLRQVKLS EHWZHHQ WKH SULFH WKDW WKH SRRO ZLOO REWDLQ DQG WKH UHOHYDQW

IXWXUHV PDUNHW EHFRPHV RSDTXH� $ IDUPHU FDQQRW DVVXPH WKDW D ORVV RQ KLV RU

KHU KHGJH ZLOO EH RIIVHW E\ D KLJKHU WKDQ H[SHFWHG SRRO SULFH EHFDXVH WKH

KHGJLQJ DFWLYLWLHV RI WKH SRRO RSHUDWRUV PD\ UHVXOW LQ D ORVV LQ WKH SRRO SULFH

DOVR� ,QGHHG� RQH RI WKH PRVW LPSRUWDQW SLHFHV RI LQIRUPDWLRQ ³ WKH

SURILWDELOLW\ RI $:% KHGJHV ³ LV XQNQRZQ WR WKH JURZHU ZLVKLQJ WR KHGJH

DJDLQVW SRRO SULFH IDOOV� )XUWKHUPRUH� ZKHDW IXWXUHV DUH WKLQO\ WUDGHG RQ WKH

6\GQH\ )XWXUHV ([FKDQJH ODUJHO\ EHFDXVH RI WKH GRPLQDQFH RI SRROLQJ�

7KHVH IDFWRUV LQ SDUW XQGHUOLH WKH ULVH LQ SRSXODULW\ RI WKH $:%·V EDVLV SRRO�

8LI�FEWMW�TSSP���FIXXIV�FYX�PMQMXIH�ERH�RSX�XLI�JYPP�ERW[IV

$V JURZHUV KDYH UHDOLVHG WKH H[WHQW RI SULFH H[SRVXUH LQKHUHQW LQ SRROLQJ DQG

WKH RSSRUWXQLWLHV DYDLODEOH WR JHW PXFK EHWWHU IRUZDUG SULFHV IRU WKHLU ZKHDW

E\ ORFNLQJ LQ SHDNV LQ LQWHUQDWLRQDO SULFH PRYHPHQWV� WKHUH KDV EHHQ D VXUJH

RI LQWHUHVW LQ WKH $:%·V EDVLV SRRO� ZKLFK ZDV LQWURGXFHG LQ �����

8QGHU EDVLV SRRO FRQWUDFWV� JURZHUV XQGHUWDNH WR GHOLYHU D PLQLPXP RI ���

WRQQHV �IRUPHUO\ ���� WRQQHV� RI ZKHDW WR WKH $:%·V SRRO� EXW LQGHSHQG�

HQWO\ SULFH WKHLU SRROHG ZKHDW E\ IL[LQJ WKHLU RZQ 86 IXWXUHV DQG H[FKDQJH

UDWHV IRU WKUHH VHSDUDWH WUDQFKHV� 7KH $:% UHPDLQV UHVSRQVLEOH IRU WKH EDVLV

EHWZHHQ LWV SRRO SULFH DQG &KLFDJR %RDUG RI 7UDGH IXWXUHV IRU HDFK SD\PHQW

WUDQFKH� $V DQ LOOXVWUDWLRQ RI KRZ JURZHUV FDQ XVH WKH EDVLV SRRO WR JHW D

EHWWHU SULFH IRU WKHLU ZKHDW� FRQVLGHU FKDUW ���� 7KH UHWXUQ IURP WKH EDVLV

SRRO� ZKLFK EHWWHU UHIOHFWV LQWHUQDWLRQDO GDLO\ SULFHV� ZDV DV PXFK DV $��� D

WRQQH KLJKHU WKDQ WKH $:%·V HVWLPDWHG SRRO UHWXUQ RYHU WKH SHULRG VKRZQ�
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%\ DSSURSULDWHO\ FRYHULQJ WKHLU RZQ FXUUHQF\ DQG &KLFDJR %RDUG RI 7UDGH

IXWXUHV� JURZHUV DUH DEOH WR ¶ORFN LQ· D PXFK KLJKHU SULFH IRU WKHLU ZKHDW XVLQJ

WKLV EDVLV SRRO UDWKHU WKDQ WKH VWDQGDUG SRRO� 6LPLODUO\� E\ XVLQJ WKH

PXOWLJUDGH FRQWUDFWV� JURZHUV FDQ FDSLWDOLVH RQ RSSRUWXQLWLHV ZKHQ WKHUH DUH

SHDNV LQ ZRUOG SULFHV E\ ¶ORFNLQJ LQ· KLJKHU SULFHV�

,Q WKH LQLWLDO \HDU� ����� WKH $:% H[SHFWHG WR FRQWUDFW D IHZ HDUO\

LQQRYDWRUV DQG H[SHFWHG DERXW �� ��� WR �� ��� WRQQHV� ,Q IDFW ��� ���

WRQQHV HQWHUHG WKH EDVLV SRRO� ,W LV EHOLHYHG WKDW VLQFH ���� WKH $:% KDV

FRQWUDFWHG VRPHZKHUH DURXQG ��� ��� WRQQHV RI ZKHDW LQ WKH EDVLV SRRO HDFK

\HDU�

7KH EDVLV SRRO KDV SURYHG WR EH VR SRSXODU WKDW LQ ���� WKH $:% UHVWULFWHG

PHUFKDQGLVHU SDUWLFLSDWLRQ E\ OLPLWLQJ DQ\ FRQWUDFWLQJ SDUW\ WR �� ���

WRQQHV� 7KH OLPLW RQ FRPPHUFLDO PHUFKDQGLVHU DFWLYLW\ FRXOG EH SRVVLEOH RQO\

LQ DQ XQFRPSHWLWLYH HQYLURQPHQW ZKHUH RQH HQWLW\ LV DOORZHG WR PRQRSROLVH

ZKHDW H[SRUWV�

7KLV KDV KDG DQ XQGHVLUDEOH VLGH HIIHFW RQ WKH WUDGH DQG $XVWUDOLDQ IDUPHUV�

7UDGH PHUFKDQGLVHUV� LQFOXGLQJ VRPH IRUPHU VWDWXWRU\ PDUNHWLQJ DXWKRULWLHV�

KDG EHHQ SHUIRUPLQJ D YDOXDEOH PDUNHWLQJ IXQFWLRQ E\ DFWLQJ DV PDUNHW

LQWHUPHGLDULHV ³ WKDW LV� RIIHULQJ JURZHUV IRUZDUG FRQWUDFWV DQG OD\LQJ RII ULVN

DJDLQVW WKH $:%·V EDVLV SRRO FRQWUDFW �DQG DVVXPLQJ D ULVN RQ WKH EDVLV��

7KLV ZDV D SDUWLFXODUO\ YDOXDEOH IXQFWLRQ IRU LQGLYLGXDO JURZHUV ZKR ZHUH

XQDEOH WR HQWHU $:% EDVLV SRROV EHFDXVH RI WKH PLQLPXP GHOLYHU\ RI ���

WRQQHV RU SURGXFWLRQ ULVNV� ,W PLJKW HYHQ EH VHHQ DV GLVFULPLQDWLRQ DJDLQVW

VPDOOHU JURZHUV DQG WKH WUDGH� %\ OLPLWLQJ WUDGHUV· SDUWLFLSDWLRQ WR �� ���

��� 7XERHEVH TSSP VIXYVRW [IVI [IPP FIPS[ MRXIVREXMSREP TVMGIW ERH XLI

VIXYVRW JVSQ XLI FEWMW TSSP MR XLI JMVWX LEPJ SJ ����
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WRQQHV� WKH $:% KDV HIIHFWLYHO\ OLPLWHG SRWHQWLDO FRPSHWLWRUV IURP RIIHULQJ D

UDQJH RI IDUPHU�IULHQGO\ SULFLQJ LQVWUXPHQWV� ,Q -XO\ ���� WKH EDVLV SRRO IRU

WKH VHDVRQ ZDV FORVHG�

+VS[IVW�EVI�TIREPMWIH�F]�WIPPMRK�MR�XLI�HSQIWXMG�QEVOIX

*URZHUV ZKR VHOO LQ WKH GRPHVWLF PDUNHW FDQ EH SHQDOLVHG E\ UHFHLYLQJ SULFHV

WKDW DUH EHORZ H[SRUW SDULW\�

7KH $:% PRVWO\ VHWV D FRQVHUYDWLYH HVWLPDWHG SRRO UHWXUQ HDUO\ LQ WKH VHDVRQ�

7KLV LV QRW XQUHDVRQDEOH JLYHQ WKH FRPSOH[ IDFWRUV WKDW SRRO PDQDJHUV PXVW

WDNH LQWR DFFRXQW LQ GHULYLQJ WKH HVWLPDWH� %XW LW KDV XQGHVLUDEOH FRQVHTXHQFHV

IRU PDQ\ JURZHUV�

8QGHU QRUPDO FLUFXPVWDQFHV WKH $:%·V HVWLPDWHG SRRO UHWXUQ EHFRPHV D GH�

IDFWR EHQFKPDUN SULFH DJDLQVW ZKLFK DOO RWKHU EX\HUV DQG WUDGHUV LQ WKH

GRPHVWLF PDUNHW WDNH WKHLU SULFLQJ FXH� %X\HUV KDYH QR FKRLFH� %X\HUV QHHG

WR DW OHDVW PDWFK WKH SRRO HVWLPDWH RWKHUZLVH JURZHUV ZLOO VHOO WR WKH SRRO�

&DVK VDOHV PD\ EH DW D GLVFRXQW WR WKH SRRO HVWLPDWH� UHIOHFWLQJ WKH ULVNV WDNHQ

E\ WKH EX\HU ZKR KDV WR VXEVHTXHQWO\ VHOO WKH JUDLQ DQG WKH SUHIHUHQFH E\ WKH

JURZHU IRU FHUWDLQ SD\PHQW QRZ DW D VRPHZKDW ORZHU SULFH UDWKHU WKDQ

XQFHUWDLQ SD\PHQW ODWHU DW D VRPHZKDW KLJKHU SULFH�

)XUWKHUPRUH� VLQFH IHHG ZKHDW WHQGV WR EH WKH EHQFKPDUN DJDLQVW ZKLFK

RWKHU IHHG JUDLQV DUH SULFHG� RWKHU IHHG JUDLQV DUH DOVR VROG GRPHVWLFDOO\ DW D

GLVFRXQW WR LQWHUQDWLRQDO SULFHV� ,W LV RQO\ LQ WLPHV RI VKRUW VXSSO\ GXULQJ

GURXJKW RU ODWH LQ WKH VHDVRQ� ZKHQ WKH $:% KROGV SUDFWLFDOO\ DOO WKH VWRFNV

DQG FDQ ¶FDOO WKH VKRWV· IURP LWV PRQRSRO\ SRVLWLRQ� WKDW GRPHVWLF SULFHV DUH

DERYH LQWHUQDWLRQDO SDULW\ SULFHV� 7KLV RFFXUUHG GXULQJ WKH GURXJKW LQ WKH

PLG�����V ZKHQ GRPHVWLF IHHG ZKHDW SULFHV URVH ZHOO DERYH LPSRUW SDULW\

SULFHV� UHIOHFWLQJ WKH FRPELQDWLRQ RI $:%·V PRQRSRO\ DQG WKH UHVWULFWLRQV RQ

LPSRUWV�

,Q VKRUW� ZKHQ WKH $:% KROGV LWV HVWLPDWHG SRRO UHWXUQ EHORZ LQWHUQDWLRQDO

SULFH SDULW\� DOO $XVWUDOLDQ FDVK SULFHV DUH OLNHO\ WR EH EHORZ LQWHUQDWLRQDO

SDULW\ SULFHV� ,Q HIIHFW� WKH $:% LV PDQLSXODWLQJ WKH EDVLV DQG WKHUHE\ DGGLQJ

WR WKH ULVN RI WKRVH XVLQJ EDVLV FRQWUDFWV� 7KLV DOVR DGYHUVHO\ LQIOXHQFHV WKH

SHUIRUPDQFH RI VHYHUDO QHZ JHQHUDWLRQ IRUZDUG SULFLQJ FRQWUDFWV DYDLODEOH

WKURXJK *UDLQFR� 6RXWK $XVWUDOLDQ &RRSHUDWLYH %XON +DQGOHUV� )DUPDUFR�

*RRGPDQ )LHOGHU DQG RWKHUV� 7KHVH FRQWUDFWV RIIHU JURZHUV WKH RSSRUWXQLW\

WR XVH IRUZDUG SULFHV IRU ZKHDW E\ VHSDUDWHO\ ERRNLQJ FXUUHQF\� IXWXUHV DQG

EDVLV DJDLQVW &KLFDJR IXWXUHV� ,W LV WKH ODVW RI WKHVH WKDW LV DGYHUVHO\ DIIHFWHG

E\ WKH $:%·V HIIHFWLYH PDQLSXODWLRQ RI GRPHVWLF SULFHV�
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,Q WKH DEVHQFH RI WKH ¶VLQJOH GHVN·� $XVWUDOLDQ JURZHUV ZRXOG VWDQG D IDU EHWWHU

FKDQFH RI D UHOLDEOH EDVLV DJDLQVW &KLFDJR DQG� KHQFH� LQWHUQDWLRQDO SDULW\

ZKHDW SULFHV�

7KH PDQDJHPHQW RI WKH GLIIHUHQW SRROV FDQ DOVR GLVWRUW SULFHV WR JURZHUV LQ

OHVV REYLRXV ZD\V� 8QGHU FXUUHQW DUUDQJHPHQWV LW LV SRVVLEOH IRU JURZHUV RI

$6: ZKHDW WR JHW D EHWWHU QHW UHWXUQ WKDQ WKDW UHFHLYHG E\ JURZHUV RI WKH

VXSHULRU JUDGH $3: ZKHDW EHFDXVH RI GLIIHUHQFHV LQ WKH WLPLQJ RI VDOHV DQG LQ

LQWHUHVW UDWH FKDUJHV� ,I� IRU H[DPSOH� $6: ZKHDW ZHUH VROG TXLFNO\ DQG SDLG

IRU LQ WKH ILUVW KDOI RI WKH \HDU ZKHQ LQWHUHVW UDWHV ZHUH ORZ WKH QHW UHWXUQ WR

JURZHUV PLJKW EH EHWWHU WKDQ IRU $3: ZKHDW VROG PRVWO\ LQ WKH VHFRQG KDOI

RI WKH \HDU ZKHQ H[WUD VWRUDJH DQG ILQDQFH FKDUJHV ZHUH LQFXUUHG�

8LI�DWMRKPI�HIWO
�MRLMFMXW�ER�%YWXVEPMER�[LIEX�JYXYVIW�QEVOIX

$ VXFFHVVIXO ZKHDW IXWXUHV PDUNHW LQ $XVWUDOLD ZRXOG JUHDWO\ DVVLVW JURZHUV WR

EHWWHU PDQDJH WKHLU ULVN PRUH FRQYHQLHQWO\� 6XFFHVVIXO IXWXUHV PDUNHWV KDYH

VHYHUDO SUHUHTXLVLWH FRQGLWLRQV� 7KHVH LQFOXGH�

� PXOWLSOH EX\HUV DQG VHOOHUV� LQFOXGLQJ SOD\HUV LQWHUHVWHG LQ KHGJLQJ�

DUELWUDJH DQG VSHFXODWLRQ ³ D EDODQFH RI WKHVH SOD\HUV EHLQJ HVVHQWLDO DQG

WKH PRUH SDUWLFLSDQWV� WKH JUHDWHU WKH OLTXLGLW\ RI WKH IXWXUHV PDUNHW�

� SULFH YRODWLOLW\� ZKLFK DWWUDFWV VSHFXODWRUV DQG DUELWUDJH SOD\HUV�

� SULFH WUDQVSDUHQF\�

� HQIRUFHDEOH WUDGH FRQWUDFWV�

� D VLJQLILFDQW XQGHUO\LQJ SK\VLFDO RU FDVK PDUNHW�

� D PLQLPXP RI JRYHUQPHQW LQWHUYHQWLRQ� DQG

� DFFHVV WR UHOLDEOH LQIRUPDWLRQ�

1HDUO\ DOO RI WKHVH FRQGLWLRQV DUH YLRODWHG LQ $XVWUDOLD� ODUJHO\ EHFDXVH RI WKH

H[LVWHQFH RI WKH ¶VLQJOH GHVN·� )RU H[DPSOH� WKH GRPLQDWLRQ RI SULFHV E\ WKH

SRRO HVWLPDWHV KDV WHQGHG WR GDPSHQ SULFH PRYHPHQWV� $QG WKH ZKHDW

IXWXUHV FRQWUDFW RQ WKH 6\GQH\ )XWXUHV ([FKDQJH KDV UHODWLYHO\ ORZ OLTXLGLW\

DQG LV OLNHO\ WR DOZD\V EH OLPLWHG ZKLOH WKH ¶VLQJOH GHVN· LV LQ SODFH�

&KDUW ��� VKRZV GUDPDWLFDOO\ WKH LQIOXHQFH RI D PRQRSRO\ LQ GDPSHQLQJ

DFWLYLW\ LQ IXWXUHV WUDGLQJ� )RU WKH UHJXODWHG ZKHDW PDUNHW WKH YROXPH RI

ZKHDW LQ IXWXUHV FRQWUDFWV WUDGHG LQ WKH SDVW �� PRQWKV UHSUHVHQWHG RQO\ ���

SHU FHQW RI WRWDO SURGXFWLRQ� ,Q WKH GHUHJXODWHG VRUJKXP PDUNHW WKH YROXPH

WUDGHG LQ WKH UHFHQWO\ LQWURGXFHG VRUJKXP IXWXUHV FRQWUDFWV� LI H[WUDSRODWHG

RYHU �� PRQWKV� ZRXOG EH HTXLYDOHQW WR �� SHU FHQW RI SURGXFWLRQ�
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0DQ\ ZKHDW JURZHUV GHOLYHULQJ WR WKH QDWLRQDO SRRO PD\ QRW UHDOLVH WKH

H[WHQW WR ZKLFK WKH\ DUH QRZ SD\LQJ KLJKHU PDUNHWLQJ FRVWV IROORZLQJ

SULYDWLVDWLRQ RI WKH $:%� 7DNH ILQDQFLQJ FRVWV� IRU H[DPSOH� 3UHYLRXVO\

JURZHUV UHFHLYHG WKH EHQHILWV RI WKH $:%·V KLJK FUHGLW UDWLQJ LQ WKH IRUP RI

UHODWLYHO\ ORZ ILQDQFLQJ FRVWV IRU ILUVW DGYDQFH SD\PHQWV� %XW QRZ JURZHUV

DSSHDU WR SD\ PRUH WKDQ WKH FRPPHUFLDO LQWHUHVW UDWH IRU WKHLU ILQDQFLQJ ORDQV

RQ KDUYHVW SD\PHQWV� $V DOUHDG\ QRWHG� WKH\ DUH FXUUHQWO\ �-XO\ �����

FKDUJHG ���� SHU FHQW ZKHUHDV $:% 7UHDVXU\ LV SUREDEO\ ERUURZLQJ WKH

PRQH\ RQ LWV KLJK FUHGLW UDWLQJ DW DURXQG ��� SHU FHQW� 7KH PDUJLQ HQGV XS DV

SURILW IRU WKH $:% DQG GLYLGHQGV WR VKDUHKROGHUV� DJDLQ HPSKDVLVLQJ WKH

FRQIOLFW RI LQWHUHVW EHWZHHQ VKDUHKROGHUV DQG WKRVH GHOLYHULQJ WR WKH SRROV�

2YHU WLPH WKHUH ZLOO EH D JURZLQJ GLYHUJHQFH EHWZHHQ JURZHUV DV GHOLYHUHUV WR

WKH SRRO DQG JURZHUV DV VKDUHKROGHUV� %DVHG RQ WKH H[SHULHQFHV ZLWK

SULYDWLVDWLRQV RI VWDWXWRU\ DXWKRULWLHV� ODUJHU JURZHUV ZLOO WHQG WR DFFXPXODWH

SURSRUWLRQDWHO\ ODUJHU QXPEHUV RI %�FODVV VKDUHV� DQG VPDOO JURZHUV ZLWK

OLPLWHG OLTXLGLW\ ZLOO WHQG WR VHOO WKHLU VKDUHV� ,URQLFDOO\� WKH PDLQ VXSSRUW EDVH

RI WKH $:% ³ JURZHUV ZLWK VPDOO WR PHGLXP VL]HG SURSHUWLHV ³ DUH WKH

JURXS PRVW OLNHO\ WR EH DGYHUVHO\ DIIHFWHG E\ WKHVH WUHQGV� DV %�FODVV VKDUHV

EHFRPH FRQFHQWUDWHG DPRQJ IHZHU� EXW ODUJHU� JURZHUV� 7KH IRUPHU JURXS ZLOO

LQFUHDVLQJO\ ORVH RXW LQ KLJKHU FRVWV EXW LQFUHDVLQJO\ WKHVH FRVWV ZLOO QRW EH

RIIVHW E\ GLYLGHQGV RQ VKDUHV�
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)LQDQFLQJ FRVWV DUH RQO\ RQH H[DPSOH RI WKH KLJK FRVWV IDFHG E\ JURZHUV�

$:% RSHUDWLQJ FRVWV DUH DOVR XQXVXDOO\ KLJK� DV WKH *&$ ������ VWXG\

GLVFRYHUHG� ,Q WKH \HDU HQGHG �� 6HSWHPEHU ���� WKH $:%·V FRQVROLGDWHG

RSHUDWLQJ H[SHQVHV ZHUH ����� PLOOLRQ� HTXLYDOHQW WR �� D WRQQH� 7KH XQGHU�

ZULWLQJ IHH LV DOVR VLJQLILFDQW� DOWKRXJK YROXQWDU\�

7KH ,QGHSHQGHQW 5HYLHZ &RPPLWWHH ZLOO QHHG WR LQYHVWLJDWH WKH PDUNHWLQJ

FRVWV RI JURZHUV GHOLYHULQJ WR WKH QDWLRQDO ZKHDW SRRO DQG UHODWH WKHP WR

ZKDW ZRXOG DSSO\ XQGHU D FRPSHWLWLYH PDUNHWLQJ V\VWHP�
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WKDW H[WHQG ZHOO EH\RQG ZKHDW JURZLQJ ³ D UDWKHU REYLRXV SRLQW EXW D SRLQW

WKDW QHHGV WR EH PDGH� SDUWLFXODUO\ LQ WKH FRQWH[W RI DQ 1&3 UHYLHZ� 3DVW

DVVHVVPHQWV DQG HYHQ WKH WHUPV RI UHIHUHQFH IRU D PDMRU FRQVXOWDQF\

DGYHUWLVHG LQ FRQQHFWLRQ ZLWK WKLV UHYLHZ IRFXVHG RQ RQO\ WKH HIIHFWV RQ WKH

ZKHDW LQGXVWU\� )RU H[DPSOH� WKH 0LOOLQJ :KHDW 3URMHFW UHSRUW PDGH VFDQW

UHIHUHQFH WR GRPHVWLF DFWLYLWLHV XVLQJ ZKHDW�

:KLOH WKH OLVW RI DFWLYLWLHV LQGLUHFWO\ LQYROYHG LV YHU\ ORQJ DQG ZRXOG LQFOXGH

SURGXFHUV RI RWKHU JUDLQV DQG RWKHU XVHUV RI ODQG� IRU WKH SXUSRVHV RI

GLVFXVVLRQ KHUH WKH IROORZLQJ DFWLYLWLHV DUH FRQVLGHUHG�

� ILUPV WKDW SXUFKDVH ZKHDW� VXFK DV�

² LQWHQVLYH OLYHVWRFN SURGXFHUV RI ORW�IHG EHHI� SLJV� HJJV� EURLOHUV DQG

GDLU\ SURGXFWV

² IORXU PLOOHUV� IRRG SURFHVVRUV� DQG OLYHVWRFN IHHG FRPSRXQGHUV

² DLG DJHQFLHV SXUFKDVLQJ ZKHDW IRU IRUHLJQ DLG�

� ILUPV WKDW SURYLGH RU FRXOG SURYLGH PDUNHWLQJ DQG SURGXFWLRQ VXSSRUW

VHUYLFHV WR ZKHDW SURGXFHUV DQG FRQVXPHUV RI ZKHDW�

² FRPPRGLW\ WUDGHUV� FRPPLVVLRQ DJHQWV DQG EURNHUV

² FOHDQHUV� JUDGHUV DQG DFFXPXODWRUV LQFOXGLQJ FRQWDLQHU WUDGH VHUYLFHV

² WUDQVSRUW ILUPV DQG VWRUDJH DQG KDQGOLQJ ILUPV

² SURYLGHUV RI ILQDQFLDO VHUYLFHV

² SURYLGHUV RI ULVN PDQDJHPHQW VHUYLFHV

² VHHG EUHHGHUV

² IHUWLOLVHU FRPSDQLHV�

� ILUPV H[SRUWLQJ ZKHDW LQ FRQWDLQHUV�

-RXIRWMZI�PMZIWXSGO�MRHYWXVMIW

)RU XVHUV RI ZKHDW LQ WKH LQWHQVLYH OLYHVWRFN LQGXVWULHV WZR NLQGV RI LPSDFW

PD\ EH LGHQWLILHG ³ GLUHFW SXUFKDVH SULFH HIIHFWV DQG VHFRQG�URXQG ULVN

PDQDJHPHQW HIIHFWV�
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3ULFH HIIHFWV

:KHQ D VLQJOH VHOOHU DWWHPSWV WR GLIIHUHQWLDWH SULFHV EHWZHHQ PDUNHWV�

GRPHVWLF XVHUV IDFH WKUHH SRVVLEOH RXWFRPHV UHODWLYH WR WKH RXWFRPH RI D

FRPSHWLWLYH PDUNHW�

� ,I LPSRUWV DUH FRQWUROOHG DQG WKH GRPHVWLF PDUNHW LV UHJXODWHG� SULFHV LQ

WKH GRPHVWLF PDUNHW DUH VHW UHODWLYHO\ KLJK� WKHUHE\ GLVFULPLQDWLQJ DJDLQVW

GRPHVWLF FRQVXPHUV�

� ,I WKH GRPHVWLF PDUNHW LV GHUHJXODWHG DQG WKH SULFH RI ZKHDW VROG LQ H[SRUW

PDUNHWV LV UDLVHG WKURXJK WKH XVH RI PDUNHW SRZHU� GRPHVWLF EX\HUV PXVW

SD\ D KLJKHU SULFH WR ELG JUDLQ DZD\ IURP WKH H[SRUW PDUNHWV�

� ,I WKH VLQJOH VHOOHU KDV QR UHDO PDUNHW SRZHU LQ HLWKHU WKH GRPHVWLF PDUNHW

RU LQWHUQDWLRQDO PDUNHWV� WKH SULFH SDLG E\ GRPHVWLF XVHUV ZRXOG GHSHQG

RQ VHDVRQV DQG LQWHUDFWLRQV LQ WKH PDUNHW�

7KH 1&3 UHYLHZ ZLOO QHHG WR DVVHVV WKH GRPHVWLF SULFH HIIHFWV RI WKH ODVW WZR

RI WKHVH SRVVLEOH RXWFRPHV� ,I WKH SURSRQHQWV RI ¶VLQJOH GHVN· PDUNHWLQJ FODLP

WKDW PDUNHW SRZHU UDLVHV SRRO SULFHV WKH\ ZLOO QHHG WR MXVWLI\ WKH HTXLYDOHQW

SULFH UDLVLQJ LPSDFWV RQ GRPHVWLF XVHUV�

+RZHYHU� DV GLVFXVVHG LQ HDUOLHU FKDSWHUV LW LV XQOLNHO\ WKDW LW ZLOO EH SRVVLEOH

WR GHPRQVWUDWH WKH H[LVWHQFH RI PDUNHW SRZHU� 7KHUHIRUH� WR DVVHVV WKH SULFH

HIIHFWV RQ GRPHVWLF XVHUV LW LV QHFHVVDU\ WR ORRN DW ZKDW KDSSHQV LQ WKH

LQWHUDFWLRQ EHWZHHQ WKH LQWHUQDWLRQDO DQG GRPHVWLF PDUNHWV�

$V DOUHDG\ QRWHG LQ FKDSWHU �� GRPHVWLF SULFHV WHQG WR EH EHQFKPDUNHG

DJDLQVW WKH HVWLPDWHG SRRO UHWXUQ� ZKLFK DW KDUYHVW RU EHIRUH LV W\SLFDOO\ EHORZ

WKH ZRUOG SULFH� 7KLV PHDQV WKDW� WR VHFXUH ZKHDW� GRPHVWLF XVHUV QHHG WR

PDWFK D FRQVHUYDWLYHO\ HVWLPDWHG SRRO SULFH DGMXVWHG WR WKH IDUP JDWH� ,Q

QRUPDO VHDVRQV� WKHUHIRUH� GRPHVWLF XVHUV EX\LQJ JUDLQ DURXQG KDUYHVW WLPH

PD\ SD\ D ORZHU SULFH IRU ZKHDW WKDQ WKH\ ZRXOG LQ D GHUHJXODWHG V\VWHP

ZKHUH JURZHUV ZRXOG KDYH D JUHDWHU FKRLFH RI EX\HUV IRU DOO WKHLU ZKHDW�

+RZHYHU� XVHUV VD\ WKDW DQ\ DGYDQWDJH WR WKHP LV PRUH DSSDUHQW WKDQ UHDO�

7KLV LV EHFDXVH LW LV GLIILFXOW IRU WKHP WR ORFN LQ D SULFH DQG PDQDJH ULVNV� VR

WKDW LQLWLDOO\ ORZHU SULFHV LQ WKHVH FLUFXPVWDQFHV WUDQVODWH LQWR KLJKHU JUDLQ

FRVWV IRU WKHP�

7R XQGHUVWDQG KRZ ORZ SULFHV IRU JURZHUV HQG XS DV KLJK FRVWV IRU GRPHVWLF

XVHUV LW LV QHFHVVDU\ WR FRQVLGHU ULVN PDQDJHPHQW HIIHFWV�

6HFRQG�URXQG ULVN PDQDJHPHQW HIIHFWV

,QWHQVLYH OLYHVWRFN LQGXVWULHV IDFH VWURQJ LQWHUQDWLRQDO FRPSHWLWLRQ DV WKH\

FRPSHWH ZLWK RYHUVHDV VXSSOLHUV ZKR KDYH \HDU�URXQG DFFHVV WR JUDLQ DW

LQWHUQDWLRQDO SULFHV�
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(YHQ LI WKH\ DUH DEOH WR VHFXUH DQ LQLWLDO EHQHILW RI DFFHVVLQJ ZKHDW DW OHVV

WKDQ LQWHUQDWLRQDO SULFHV DW KDUYHVW WLPH DQ\ VXFK DGYDQWDJH LV ORVW DV D UHVXOW

RI WKH IROORZLQJ IDFWRUV�

� $XVWUDOLDQ LQWHQVLYH OLYHVWRFN SURGXFHUV GR QRW KDYH DFFHVV WR JUDLQ

LPSRUWV XQOHVV WKH\ DUH GHQDWXUHG ³ ZKLFK LV FRVWO\�

� /RFNLQJ LQ SULFHV WKURXJK WKH \HDU LV PDGH PRUH GLIILFXOW E\ WKH LQIOXHQFHV

RI WKH ¶VLQJOH GHVN·�

� 7KH SURYLVLRQ RI ULVN PDQDJHPHQW VHUYLFHV LQFOXGLQJ WKH SXUFKDVH DQG

VWRUDJH RI JUDLQ LV LQKLELWHG SDUWO\ EHFDXVH� WR SURYLGH IXOO VHUYLFHV� WUDGHUV

DQG SHRSOH ZLOOLQJ WR DVVXPH ULVN ZRXOG QHHG XQUHVWULFWHG DFFHVV WR WKH

LQWHUQDWLRQDO PDUNHW� )RU H[DPSOH� SHRSOH KROGLQJ JUDLQ QHHG WR KDYH

RSWLRQV IRU TXLWWLQJ LQYHQWRU\� %XW XQGHU FXUUHQW FLUFXPVWDQFHV WKH\ KDYH

WR VHOO LQWR WKH QDWLRQDO SRRO� 7KH $:% KDV D FRPSHWLWLYH DGYDQWDJH RYHU

SULYDWH WUDGHUV EHFDXVH LW FDQ H[SRUW ZKHDW ZKHUHDV RWKHU WUDGHUV FDQQRW�

� 3DUW RI WKH VHUYLFHV $:% �,QWHUQDWLRQDO� RIIHUV LQ WKH -DSDQHVH PDUNHW

LQYROYHV JXDUDQWHH RI VXSSO\ VR WKDW� LQ WLPHV RI SURGXFWLRQ VKRUWIDOO�

GRPHVWLF XVHUV QHHG WR FRPSHWH ZLWK VXFK LQWHUQDWLRQDO PDUNHWV� 7KH

VWDWXWRU\ REOLJDWLRQ WR PHHW GRPHVWLF XVHUV· QHHGV QR ORQJHU DSSOLHV� $QG

DW VXFK WLPHV WKH SRRO LV YLUWXDOO\ WKH RQO\ VRXUFH RI VXSSO\� 7KLV LV ZKHQ

WKH ¶VLQJOH GHVN· PRQRSRO\ FRPHV LQWR SOD\ LQ UDLVLQJ SULFHV RQ WKH

GRPHVWLF PDUNHW�

6RPH HVWLPDWHG LPSDFWV RQ LQWHQVLYH OLYHVWRFN LQGXVWULHV

6WXGLHV RI WKH FKLFNHQ PHDW LQGXVWU\ VKRZ WKDW GHVSLWH D KLJK OHYHO RI

WHFKQLFDO HIILFLHQF\ WKH LQGXVWU\ LV DW D VLJQLILFDQW FRPSHWLWLYH GLVDGYDQWDJH

�,167$7( 3W\ /WG DQG 6 * +HLOEURQ 3W\ /WG ������ %HQFKPDUNHG DJDLQVW

WKH 86 LQGXVWU\� $XVWUDOLDQ SURGXFHUV KDYH D FRVW GLVDELOLW\ RI �� SHU FHQW RI

WRWDO SURGXFWLRQ FRVWV� 1HDUO\ �� SHU FHQW RI WKH GLIIHUHQFH EHWZHHQ 86 DQG

$XVWUDOLDQ SURGXFWLRQ FRVWV LV DWWULEXWHG WR KLJKHU IHHG FRVWV� 3DUW RI WKLV ZDV

DWWULEXWHG WR WKH HIIHFWV RI ¶VLQJOH GHVN· VHOOLQJ� HVSHFLDOO\ ODWH LQ WKH VHDVRQ

DQG LQ WLPHV RI VKRUW VXSSO\� 7KH $XVWUDOLDQ FRRNHG FKLFNHQ PHDW PDUNHW� IRU

H[DPSOH� QRZ IDFHV FRPSHWLWLRQ IURP WKH 8QLWHG 6WDWHV DQG 7KDLODQG� 7KH

$XVWUDOLDQ &KLFNHQ 0HDW )HGHUDWLRQ KDV HVWLPDWHG WKDW $XVWUDOLDQ FKLFNHQ

PHDW SURGXFHUV ZLOO LQLWLDOO\ ORVH VRPH � SHU FHQW RI WKH GRPHVWLF PDUNHW

EHFDXVH WKHLU FRVWV RI SURGXFWLRQ DUH KLJKHU WKDQ WKH FRVWV RI WKHVH

FRPSHWLWRUV�

,Q D VWXG\ RI WKH LPSDFW RI JUDLQ LPSRUW UHVWULFWLRQV WKURXJK WKH GURXJKW LQ

������� LQ WKH FRQWH[W RI D ¶VLQJOH GHVN· WKH &,( �����D� VWXG\ FRQFOXGHG WKH

IROORZLQJ�
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� +LJKHU IHHG FRVWV RYHU WKH SHULRG GUDPDWLFDOO\ UHGXFHG WKH SURILWDELOLW\ RI

ORW IHHGLQJ� FDXVLQJ ORW IHHGHUV WR FXUWDLO WKHLU SURGXFWLRQ� %HWZHHQ -XQH

���� DQG )HEUXDU\ ���� WKH QXPEHU RI FDWWOH RQ IHHG LQ 4XHHQVODQG IHOO

E\ �� SHU FHQW�

� (VWLPDWHV VXJJHVW D UHGXFWLRQ LQ YDOXH DGGHG IURP WKH ORW IHG EHHI LQGXVWU\

RI ��� PLOOLRQ EHWZHHQ 2FWREHU ���� DQG 0D\ ����� ZKLFK FDQ EH

GLUHFWO\ DWWULEXWHG WR WKH EDQ RQ LPSRUWV XQGHU SURWRFRO ��

,W ZDV VKRZQ WKDW GRPHVWLF SULFHV IRU SDUW RI WKH SHULRG ZHQW ZHOO DERYH

LPSRUW SDULW\ SULFHV GXH WR WKH FRPELQDWLRQ RI ¶VLQJOH GHVN· PRQRSRO\

EHKDYLRXU RQ WKH GRPHVWLF PDUNHW DQG WKH UHVWULFWLRQV RQ JUDLQ LPSRUWV�

,Q QRUPDO \HDUV� SULFHV LQ H[SRUW PDUNHWV DQG WKH GRPHVWLF PDUNHW DUH ODUJHO\

LQ WXQH� DV VKRZQ LQ WKH WRS KDOI RI FKDUW ���� %XW LQ D \HDU RI VKRUW VXSSO\�

VDWLVI\LQJ ORQJ WHUP DUUDQJHPHQWV FRPHV DW D FRVW WR XVHUV LQ WKH GRPHVWLF

PDUNHW� DV VKRZQ LQ WKH ORZHU KDOI RI FKDUW ���� ,URQLFDOO\� EX\HUV LQ WKH NH\

FRPSHWLWRU PDUNHWV ZRXOG KDYH RWKHU RSWLRQV IRU VRXUFLQJ WKHLU JUDLQ DV WKH\

FDQ LPSRUW IURP D ZLGH UDQJH RI VRXUFHV� ZKHUHDV $XVWUDOLDQ XVHUV FDQQRW�

7KHVH UHVXOWV UHIHU WR WKH FRVW RI WKH UHVWULFWLRQV RQ JUDLQ LPSRUWV� )RU

SXUSRVHV RI WKH 1&3 UHYLHZ WKH LPSRUW UHVWULFWLRQV DUH JLYHQ DQG WKH TXHVWLRQ

QHHGLQJ DQ DQVZHU LV� ZKDW DUH WKH FRVWV RI UHVWULFWLQJ WKH ULVN PDQDJHPHQW

SUDFWLFHV RI EHHI SURGXFHUV DQG ORW IHHGHUV� LQFOXGLQJ WKHLU PDQDJHPHQW RI

VWRUDJH DQG KHGJLQJ" $V D JXLGH WKH 6WRFNIHHG 0DQXIDFWXUHUV· $VVRFLDWLRQ RI

$XVWUDOLD �SHUV� FRPP�� �� -XO\ ����� KDV HVWLPDWHG WKDW�

« WKH LQDELOLW\ LQ $XVWUDOLD WR WDS LQWR ZRUOG SULFH PRYHPHQWV FRPELQHG ZLWK
FDUU\ FRVWV LPSRVHG E\ WKH QHHG IRU PDMRU KDUYHVW EX\LQJ LQ 1RYHPEHU DQG
'HFHPEHU� DGG DQ HVWLPDWHG ����� D WRQQH WR WKH FRVW RI EDUOH\ SURFXUHPHQW
YHUVXV RYHUVHDV FRPSHWLWLRQ�

3LJ PHDW SURGXFWLRQ LV KLJKO\ VHQVLWLYH WR JUDLQ SULFHV� )RU H[DPSOH� LW KDV

EHHQ HVWLPDWHG XVLQJ WKH $863,* PRGHO WKDW D �� SHU FHQW LQFUHDVH LQ

GRPHVWLF ZKHDW SULFHV ZRXOG KDYH D SURSRUWLRQDWHO\ JUHDWHU LPSDFW RQ

SURILWDELOLW\ ³ UHGXFLQJ LW E\ KDOI �%ODFN ������ 6XFK D SULFH ULVH RFFXUUHG LQ

WKH ������� GURXJKW DQG� LQ WKH VHYHQ PRQWKV WR -XO\ ����� ���� SURGXFHUV

OHIW WKH LQGXVWU\�

1MPPIVW�ERH�WXSGOJIIH�QM\IVW

0DQXIDFWXULQJ SURFHVVRUV RI ZKHDW FDQ VRPHWLPHV VRXUFH WKHLU ZKHDW DW D

JRRG SULFH� %XW DV QRWHG HDUOLHU� ZKHQ ILUPV GR QRW IDFH LQWHUQDWLRQDO SULFHV�

WKH\ PDNH LQHIILFLHQW GHFLVLRQV� :KHQ ZKHDW JURZHUV· SULFHV DUH KHOG GRZQ

�EHFDXVH JURZHUV DUH HIIHFWLYHO\ WD[HG E\ H[LVWLQJ DUUDQJHPHQWV�� ZKHDW

JURZLQJ LV GLVFRXUDJHG DQG� LI SURFHVVRUV DUH SD\LQJ WRR OLWWOH �EHFDXVH WKH\

DUH HIIHFWLYHO\ VXEVLGLVHG�� SURFHVVLQJ LV HQFRXUDJHG�
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��� % WMQTPI MPPYWXVEXMSR SJ LS[ HSQIWXMG KVEMR TVMGIW QSZI [LIR
I\TSVX WEPIW XS OI] QEVOIXW EVI QEMRXEMRIH MR E HV] WIEWSR

/I] I\TSVX
QEVOIXW

/I] I\TSVX
QEVOIXW

'EWI %� % RSVQEP ]IEV

-R E RSVQEP ]IEV� SXLIV XLMRKW FIMRK IUYEP�

XLI HSQIWXMG TVMGI [MPP FI WMQMPEV XS XLI I\TSVX TVMGI�

4
I

5
H

5
I

)\TSVX (SQIWXMG

)\TSVX
HIQERH

4VMGI

(SQIWXMG
HIQERH

8SXEP WYTTPMIW

-R E HVSYKLX ]IEV� I\TSVX YRMX VIXYVRW VMWI FYX HSQIWXMG TVMGIW GER FI

WYFWXERXMEPP] MRGVIEWIH F] HMZIVXMRK WYTTPMIW JVSQ XLI HSQIWXMG QEVOIX XS

QEMRXEMR I\TSVX WYTTPMIW XS OI] QEVOIXW� 8LMW MW XLI QSRSTSPMWX EX [SVO�

'EWI &� % HVSYKLX ]IEV

4k
I

)\TSVX (SQIWXMG

)\TSVX
HIQERH

(SQIWXMG
HIQERH

6IHYGIH XSXEP WYTTPMIW

4k
H

)\TSVX QEVOIX (SQIWXMG QEVOIX

4
H

4VMGI

5k
I

5k
H

)\TSVX QEVOIX (SQIWXMG QEVOIX

7SYVGI� '-) �����F� T� ����



� 8,) ;,)%8 D-2(9786=
 � 19', 136) 8,%2 +63;-2+ ��

%MH�EKIRGMIW

2WKHU GRPHVWLF EX\HUV RI ZKHDW LQFOXGH WKH $XVWUDOLDQ JRYHUQPHQW WKURXJK

WKH $XVWUDOLDQ $JHQF\ IRU ,QWHUQDWLRQDO 'HYHORSPHQW �$XV$,'�� %R[ ���

FRQWDLQV D GLVFXVVLRQ RI KRZ $XV$,' IDUHV ZLWK WKH ¶VLQJOH GHVN·�

��� ;LIEX WEPIW JSV JSVIMKR EMH � E TSWWMFPI GEWI SJ QEVOIX TS[IV

%YW%-( GYVVIRXP] YWIW E TVMGMRK QIGLERMWQ FEWIH SR XLI %;&
W HEMP] GEVH

TVMGIW JSV E KMZIR QSRXL [LIR TYVGLEWMRK MXW [LIEX VIUYMVIQIRXW� 8LMW

QIGLERMWQ IREFPIW %YW%-( XS TVMGI MXW [LIEX TYVGLEWIW EJXIV I\EQMRMRK XLI

QEVOIX XVIRHW JSV E KMZIR QSRXL� [MXL XLI EHHIH EHZERXEKI SJ FIMRK EFPI XS

WIPIGX kXLI PS[IWX HEMP] TVMGI GEVHk MR XLEX KMZIR QSRXL VEXLIV XLER XLI

QSRXLP] EZIVEKI� 8LI %;& EPWS GSRXMRYIW XS TVSZMHI %YW%-( [MXL E VIFEXI

SJ %������ JSV IEGL XSRRI SJ [LIEX TYVGLEWIH EFSZI ��� ��� XSRRIW MR E

KMZIR JMRERGMEP ]IEV�

'EVH TVMGIW EVI TYFPMGP] UYSXIH SJJIV TVMGIW SJ XLI %;& ERH EVI IUYMZEPIRX XS

'LMGEKS JYXYVIW TVMGIW MR 97 HSPPEVW EHNYWXIH JSV UYEPMX]� JVIMKLX HMJJIVIRGIW

ERH I\GLERKI VEXIW� 0MOI ER] SJJIV TVMGIW� GEVH TVMGIW EVI YWYEPP] LMKLIV XLER

XLI TVMGIW EX [LMGL XLI %;& QEOIW I\TSVX WEPIW� 8LI %;& VIGIMZIW GEVH

TVMGIW JSV WEPIW XS SRP] E JI[ SZIVWIEW QEVOIXW� %PP SXLIV WEPIW MRZSPZI E

HMWGSYRX JVSQ XLI UYSXIH GEVH TVMGIW ERH MR WIZIVEP GEWIW XLI HMWGSYRX MW

WYFWXERXMEP�

-J %YW%-( [IVI JVII XS TYVGLEWI JVSQ SXLIV WYTTPMIVW SJ [LIEX MX [SYPH

TVSFEFP] FI EFPI XS WSYVGI MXW VIUYMVIQIRXW EX E PS[IV TVMGI� %RH MJ XLI %;&

LEH XS WIPP MXW [LIEX MR WSQI SXLIV QEVOIX XLSWI WEPIW [SYPH FI EX E PS[IV

TVMGI�

(SIW XLMW QIER XLEX NYHMGMSYW YWI MW FIMRK QEHI SJ QEVOIX TS[IV JSV [LIEX

KVS[IVW EX XLI I\TIRWI SJ %YWXVEPMER XE\TE]IVW ERH EMH VIGMTMIRXW# 8LI

ERW[IV MW XLEX MX MW RSX GPIEV� .YWX EW MW XLI GEWI [MXL SXLIV GPEMQW SJ QEVOIX

TS[IV� MX MW HMJJMGYPX XS WSVX SYX XLI I\XIRX XS [LMGL ER] TVMGI TVIQMYQ

VIJPIGXW E DLMHHIR
 WYFWMH] XS %YWXVEPMER JEVQIVW SV XLI I\XIRX XS [LMGL XLI

TVIQMYQ MW E TE]QIRX JSV I\XVE UYEPMX] ERH WIVZMGIW� MRGPYHMRK PS[ TYVGLEWI

XVERWEGXMSR GSWXW� [LMGL %YW%-( QE] VIUYMVI�

-RHYWXVMIW�WIVZMGMRK�TVSHYGIVW�ERH�GSRWYQIVW

7KH ZKHDW PDUNHWLQJ DUUDQJHPHQWV DOVR DIIHFW ILUPV WKDW GR RU FRXOG VXSSO\

WUDGLQJ VHUYLFHV� 6XFK ILUPV PLJKW EH WUDGLQJ KRXVHV� SDVWRUDO KRXVHV� RU DJUL�

EXVLQHVVHV DEOH WR GHOLYHU YDULRXV FRPELQDWLRQV RI VHUYLFHV WR ZKHDW SURGXFHUV

DQG WKHLU FXVWRPHUV�
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$OWKRXJK WKH GRPHVWLF PDUNHW LV QRZ GHUHJXODWHG� WKH ILUPV XQGHUWDNLQJ

WKHVH DFWLYLWLHV UHPDLQ VWLIOHG EHFDXVH WKH $:%·V PRQRSRO\ GHQLHV WKHP

DFFHVV WR LQWHUQDWLRQDO WUDGLQJ� 1R RQH FDQ VD\ ZKHWKHU UHPRYLQJ WKLV EDUULHU

ZRXOG VHH WKH HPHUJHQFH RI PDQ\ VPDOO QLFKH ILUPV RU WKH HYROXWLRQ RI ODUJH

ZRUOG�FODVV $XVWUDOLDQ EXVLQHVVHV� (TXDOO\� QR RQH FDQ VD\ ZKDW V\QHUJLHV LQ

PDUNHWLQJ ZRXOG EH GLVFRYHUHG ³ IRU H[DPSOH� FRPELQLQJ IHUWLOLVHU GLVWUL�

EXWLRQ ZLWK JUDLQ WUDQVSRUW� RU PDFKLQHU\ SXUFKDVH ZLWK EDQNLQJ VHUYLFHV DQG

FURS ILQDQFLQJ� :KDW VHHPV FHUWDLQ WKRXJK LV WKDW� ZLWK ZKHDW RXW RI WKH

DJULEXVLQHVV FKDLQ RI VHUYLFHV� HIILFLHQFLHV GHULYHG IURP VXSSO\LQJ D ZLGH UDQJH

RI VHUYLFHV FRYHULQJ D ZLGH UDQJH RI IDUPLQJ DFWLYLWLHV DUH DUWLILFLDOO\ UHWDUGHG�

:KDW FDQ DOVR EH VDLG WKRXJK LV WKDW D VHDUFK IRU WKH EHVW ZD\ RI GHOLYHULQJ

PDUNHWLQJ VHUYLFHV� ZKLFK LV GULYHQ E\ FRPSHWLWLRQ DPRQJ PDQ\ H[LVWLQJ DQG

SRWHQWLDO SURYLGHUV RI WKRVH VHUYLFHV� LV PRUH OLNHO\ WR GHOLYHU ERWK JURZHUV

DQG XVHUV D EHWWHU VHW RI VHUYLFHV WKDQ WKDW HPHUJLQJ IURP D PRQRSRO\

SURYLGHU WKDW�

� SD\V RQO\ DIWHU VHOOLQJ WKH SURGXFW

� SD\V RQO\ DIWHU GHGXFWLQJ LWV FRVWV

� VHWWOHV WKRVH FRVWV RQ D FRVW�SOXV EDVLV

� GHQLHV WUDQVSDUHQF\ RI FRVWV RQ ¶FRPPHUFLDO�LQ�FRQILGHQFH JURXQGV·

� DVVXPHV RZQHUVKLS RI JURZHUV· ZKHDW ZLWKRXW FRPPLWWLQJ WR D SULFH OHYHO�

7KH ,QGHSHQGHQW 5HYLHZ &RPPLWWHH LV OLNHO\ WR UHFHLYH VXEPLVVLRQV WKDW

DUJXH WKDW IDUPHUV DUH EHWWHU RII KDYLQJ D PRQRSRO\ SURYLGHU RI PDUNHWLQJ

VHUYLFHV WR WDNH WKHLU ZKHDW DQG GHOLYHU LW WR LQWHUQDWLRQDO FXVWRPHUV� 7KHVH

VXEPLVVLRQV ZLOO SRUWUD\ WKH SHRSOH DQG ILUPV ZKR PLJKW RIIHU SURGXFHUV DQG

FRQVXPHUV FKRLFH LQ PDUNHWLQJ VHUYLFHV LQ SHMRUDWLYH WHUPV DV ¶PLGGOHPHQ

ZKR VXEWUDFW YDOXH DW WKH H[SHQVH RI JURZHU UHWXUQV·� 6XFK YLHZV GR QRW VHHP

WR ILW WKH IDFWV� ,Q YLUWXDOO\ DOO RWKHU SDUWV RI WKH HFRQRP\� FKRLFH DQG

FRPSHWLWLRQ LQ WKH GHOLYHU\ RI VXFK VHUYLFHV RSHQV WKH ¶DUWHULHV· EHWZHHQ

SURGXFHUV DQG FRQVXPHUV� 7KH UHDVRQ LV VLPSOH ³ LI VHUYLFH SURYLGHUV GR QRW

GHOLYHU WKH\ GR QRW JHW KLUHG�

7KDW SHRSOH ZKR HQMR\ DQG EHQHILW IURP VXFK FRPSHWLWLRQ DQG IUHHGRP RI

FKRLFH LQ DOPRVW HYHU\ RWKHU DVSHFW RI WKHLU OLYHV DSSDUHQWO\ ZDQW WR FORVH LW

RII ZKHQ LW FRPHV WR PDUNHWLQJ WKHLU ZKHDW LV D UHDO SROLF\ SX]]OH�

2QH RI WKH FKDOOHQJHV IRU WKH ,QGHSHQGHQW 5HYLHZ &RPPLWWHH ZLOO EH WR

GHWHUPLQH LI VXFK YLHZV DUH FRUUHFW� %R[ ��� FDQYDVVHV VRPH H[SODQDWLRQV RI

WKLV SX]]OH�
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��� 'SQTIXMXMSR ERH GLSMGI MR QEVOIXMRK WIVZMGIW

;L] MW MX XLEX %YWXVEPMER [LIEX TVSHYGIVW� [LS EW QYGL EW ER]SRI IPWI WLST

EVSYRH JSV E KSSH TVMGI [LIR XLI] TYVGLEWI XLIMV LIEHIVW� XVEGXSVW� JIVXMPMWIVW

ERH XLI PMOI� EVI VITSVXIH XS FI WS OIIR SR VIWXVMGXMRK XLIMV S[R GLSMGI ERH

XLEX SJ XLIMV JIPPS[ KVS[IVW [LIR MX GSQIW XS TYVGLEWMRK [LIEX QEVOIXMRK

WIVZMGIW#

7IZIVEP I\TPEREXMSRW GSQI XS QMRH� 3RI MW XLEX QEVOIXMRK [LIEX MW E WMQTPI

TVSGIWW XLEX MRZSPZIW XLI QEVOIXIV SV XVEHIV XEOMRK E GYX SJ KVS[IV TVSJMXW

ERH HSMRK RSX QYGL IPWI� 8LMW GSRXVEWXW [MXL ER ETTVIGMEXMSR SJ XLI MRJMRMXI

RYQFIV SJ XLMRKW XLEX GER FI HSRI XS IRLERGI XLI ZEPYI SJ XLI TVSHYGX�

-HIRXMJ]MRK [LEX GSRWYQIVW [ERX� QEXGLMRK XLEX [MXL [LEX [LIEX FVIIHIVW

GER TVSHYGI ERH XVERWQMXXMRK XLEX MRJSVQEXMSR XS KVS[IVW MW ER IGSRSQMG

EGXMZMX] XLEX VIUYMVIW VIWSYVGIW� WOMPPW� XMQI ERH VMWO XEOMRK� 7S HS EPP XLI

WXEKIW SJ QEVOIXMRK JVSQ IPIZEXMSR EX XLI WMPS XLVSYKL XS XVERWTSVX� WXSVEKI�

TVSGIWWMRK ERH I\GLERKI SJ XMXPI�

.YWX EW GSQTIXMXMSR TVSZMHIW ER IJJIGXMZI� WMPIRX� GSQTVILIRWMZI MRJSVQEXMSR

TVSGIWWMRK W]WXIQ XLEX KIXW SYV LSQIW FYMPX ERH SYV KVSGIV] WXSVIW WXSGOIH

GSQTIXMXMSR [SYPH HS XLI WEQI JSV HMWGSZIVMRK XLI FIWX TSWWMFPI [E] SJ

XEOMRK [LIEX JVSQ KVS[IV XS XLI IRH QEVOIX� 4ISTPI MHIRXMJ]MRK RMGLI

QEVOIXW JSV� WE]� RSSHPI SV HYVYQ [LIEX [SYPH FI JVII XS I\TPSVI XLIWI

QEVOIXW � FIEVMRK XLI VMWOW ERH IEVRMRK XLI VIXYVRW�

%RSXLIV I\TPEREXMSR MW XLEX XLI KVS[IVW
 EXXEGLQIRX XS XLI QSRSTSP]

TVSZMHIV SJ QEVOIXMRK WIVZMGIW MW SZIVWXEXIH� ;LMPI MX MW XVYI XLEX WSQI

WYVZI]W SJ KVS[IVW MRHMGEXI XLEX XLI QENSVMX] SJ XLIQ WE] XLI] EVI EXXEGLIH

XS XLI QSRSTSP] WIPPIV� [LIR KMZIR E GLERGI XLI WEQI TISTPI STX JSV GLSMGI

UYMGOP] IRSYKL� *SV I\EQTPI� XLI HIVIKYPEXMSR SJ HSQIWXMG [LIEX QEVOIXMRK

LETTIRIH WQSSXLP] ERH TISTPI RS[ PMOI MX ZIV] QYGL� 7MQMPEVP] XLI FEWMW

TSSP RS[ SJJIVIH F] XLI %;&� [LMGL EPPS[W FSXL KVS[IVW ERH XVEHIVW XS

XEOI WSQI SJ XLIMV S[R VMWO QEREKIQIRX HIGMWMSRW� LEW FIIR XEOIR YT WS

VIEHMP] XLEX PMQMXW RS[ ETTP]�

%RSXLIV I\TPEREXMSR MW XLEX KVS[IVW PMOI E W]WXIQ [LIVI� MJ XLI] EVI XS FI

LEQWXVYRK MR LS[ XLI] HS XLIMV QEVOIXMRK� EX PIEWX XLI] EVI EPP LEQWXVYRK MR

XLI WEQI [E]� -J XLMW I\TPEREXMSR [IVI WIRWMFPI� KVS[IVW [SYPH TVIWW JSV E

QSRSTSP] WIPPIV SJ SRI XSRRI YXIW� LIEHIVW ERH JEVQ WMPSW� JSV I\EQTPI� &YX

[MXL HIVIKYPEXMSR XLI] GSYPH WXMPP GLSSWI XS KS XLSYKL XLI %;&� 7S [L]

WLSYPH XLI] FI GSRGIVRIH MJ XLIMV RIMKLFSYVW GLSSWI RSX XS#

% JMREP I\TPEREXMSR MW XLEX XLI VIWXVMGXMSR MQTVSZIW TVSJMXW� &YX� EW XLMW VITSVX

WLS[W� XLI MQTEGX SR XSXEP VIXYVRW MW EQFMKYSYW EX FIWX [LMPI XLI MQTEGX SR

XLSWI GSWXW XLEX GER FI QIEWYVIH MW HIJMRMXIP] RIKEXMZI� +MZIR XLEX E PEVKI

GIVXEMR MRGVIEWI MR GSWXW MW FSYRH XS SYX[IMKL ER] WQEPP� YRGIVXEMR MRGVIEWI

MR VIZIRYI� XLMW I\TPEREXMSR QEOIW RS WIRWI IMXLIV�
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8LI�GSRXEMRIV�[LIEX�XVEHI���QEVOIX�HMWGSZIV]�ERH
MRRSZEXMSR

,Q WKH HDUO\ ����V WUDGHUV LGHQWLILHG RSSRUWXQLWLHV IRU DQ H[SRUW WUDGH LQ

ZKHDW LQ FRQWDLQHUV� $W WKH WLPH WKH $:% WRRN D EHQLJQ YLHZ RI WKH DFWLYLW\�

9ROXPHV EHLQJ WUDGHG WKHQ ZHUH VPDOO DQG LW ZDV QRW LQWHUHVWHG LQ XQGHU�

WDNLQJ WKH WUDGH LWVHOI EXW VDZ QR UHDVRQ WR LQWHUIHUH ZLWK WKH SHRSOH WKDW

ZHUH� 7KH WUDGH UHTXLUHG GHWDLOHG PDQDJHPHQW DQG VXSHUYLVLRQ E\ WKH ILUPV

GRLQJ LW� 7KH $:% UHOHDVHG IDFLOLWDWLYH JXLGHOLQHV� -DSDQ ZDV QRW DOORZHG DV D

GHVWLQDWLRQ DQG� ZKLOH D SHUPLW IURP WKH $:% ZDV WHFKQLFDOO\ UHTXLUHG� LQ

SUDFWLFH SHUPLWV ZHUH JUDQWHG DXWRPDWLFDOO\� $ UDSLG LQFUHDVH LQ WKH

FRQWDLQHU EXVLQHVV RFFXUUHG� HQFRXUDJHG E\ D GURS LQ FRQWDLQHU IUHLJKW UDWHV

GXULQJ WKH $VLDQ ILQDQFLDO FULVLV� ,W WXUQV RXW WKDW� LQ VRPH PDUNHWV ZLWK

VKDOORZ SRUWV DQG XQGHYHORSHG KDQGOLQJ DQG VWRUDJH IDFLOLWLHV� FRQWDLQHUV DUH

DQ HIILFLHQW DQG D MXVW�LQ�WLPH ZD\ RI GRLQJ EXVLQHVV� 6SHFLDOLVWV LQ WKH

FRQWDLQHU WUDGH HPHUJHG DQG WKH\ LQYHVWHG LQ UHJLRQDO DFFXPXODWLRQ� FOHDQLQJ

DQG JUDGLQJ IDFLOLWLHV ³ DGGLQJ WR WKH HFRQRPLF DFWLYLWLHV LQ VRPH UHJLRQV�

3HRSOH LQ WKH FRQWDLQHU ZKHDW WUDGH VD\ WKDW� ZKHQ WKH $:% ZDV SULYDWLVHG

DQG WKH :($ ZDV FKDUJHG ZLWK VXSHUYLVLQJ WKH FRQWDLQHU WUDGH� WKH

IDFLOLWDWLYH EXVLQHVV HQYLURQPHQW VHHPHG WR WXUQHG LQWR DQ REVWUXFWLYH RQH

EORFNHG E\ UHG WDSH DQG H[SRUW SHUPLWV� %HIRUH WKH :($ LVVXHV SHUPLWV LW

PXVW QRZ FRQVXOW ZLWK $:% �,QWHUQDWLRQDO�� 7KH GHPDQGV IRU LQIRUPDWLRQ

KDYH HVFDODWHG DQG PDGH LW GLIILFXOW IRU WUDGHUV WR FORVH RII RQ GHDOV DV LQ PDQ\

FDVHV E\ WKH WLPH D SHUPLW LV JUDQWHG WKH EX\HU KDV WXUQHG WR D FRPSHWLQJ

VXSSOLHU�

7KH ,VVXHV 3DSHU FRQWHQGV WKDW WKH GLIILFXOWLHV VXUURXQGLQJ FRQWDLQHU WUDGH

SHUPLWV KDYH HVFDODWHG VLJQLILFDQWO\ VLQFH WKH :($ ZDV IRUPHG� +RZHYHU� D

FRPSDULVRQ RI SHUPLW LVVXH UDWHV EHIRUH DQG DIWHU WKH :($ EHFDPH LQYROYHG

QHHGV WR EH FDUHIXOO\ TXDOLILHG DV WKH LVVXH RI SHUPLWV XVHG WR EH WDNHQ IRU

JUDQWHG WR WKH SRLQW WKDW H[SRUWV TXLWH RIWHQ KDSSHQHG ZLWKRXW D IRUPDO

SHUPLW�

,W LV GLIILFXOW WR VHH KRZ WKLV WXUQ RI HYHQWV KDV LPSURYHG WKH ORW RI ZKHDW

JURZHUV DQG WKH UXUDO FHQWUHV ZKHUH LQYHVWPHQW LQ WKLV YDOXH DGGLQJ DFWLYLW\

ZDV RFFXUULQJ�



��

� )RZMVSRQIRXEP��VIKMSREP�ERH�WSGMEP
MWWYIW

,) 7+( &200(5&,$/ $5*80(176 IRU D ¶VLQJOH GHVN· GR QRW VWDQG XS�

WKH TXHVWLRQ DULVHV DV WR ZKHWKHU WKHUH DUH DQ\ RWKHU VRFLDO RU VWUDWHJLF

UHDVRQV IRU FRQWLQXLQJ WKH FXUUHQW ZKHDW PDUNHWLQJ DUUDQJHPHQWV� 7KH ,VVXHV

3DSHU LQYLWHG FRPPHQW RQ WKH IROORZLQJ TXHVWLRQV�

� 'RHV KDYLQJ D ¶VLQJOH GHVN· KHOS WKH UXUDO HQYLURQPHQW"

� 'RHV WKH JURZHU�RZQHG ¶VLQJOH GHVN· VHOOHU SURYLGH VXSSRUW IRU UXUDO

FRPPXQLWLHV"

� :LWKRXW WKH ¶VLQJOH GHVN· ZRXOG WKHUH EH LQFUHDVHG FRPSHWLWLRQ EHWZHHQ

JURZHUV WKDW ZRXOG OHDG WR VRFLDO SUREOHPV VXFK DV ULYDOU\� PLVWUXVW DQG

FRPPXQLW\ EUHDNGRZQ"

)RZMVSRQIRXEP�GSRWMHIVEXMSRW

:RXOG GLVPDQWOLQJ WKH SULYDWH PRQRSRO\ PDUNHWHU RI $XVWUDOLDQ EXON H[SRUW

ZKHDW WKUHDWHQ WKH HQYLURQPHQW" 2U� WR SXW LW DQRWKHU ZD\� ZRXOG LWV

UHWHQWLRQ KHOS WKH HQYLURQPHQW" 2Q WKH HYLGHQFH DYDLODEOH� WKH DQVZHU WR

ERWK TXHVWLRQV DSSHDUV WR EH ¶QR·�

,QGHHG� DV H[SODLQHG LQ WKH SUHFHGLQJ FKDSWHUV� WKH HYLGHQFH LV WKDW WKH

DUUDQJHPHQWV DUH LQKLELWLQJ LQYHVWPHQW LQ HQYLURQPHQWDOO\ VRXQG IDUPLQJ

SUDFWLFHV� %HFDXVH JURZHUV DUH XQDEOH WR ORFN LQ SULFHV IRU DW OHDVW RQH RU WZR

\HDUV� WKH\ KDYH GLIILFXOW\ LQ ERUURZLQJ WR LQYHVW LQ� IRU H[DPSOH� GUDLQDJH

V\VWHPV� WUHH SODQWLQJ DQG FURS URWDWLRQV QHHGHG WR VXSSRUW HQYLURQPHQWDOO\

VXVWDLQDEOH� ORQJ WHUP IDUPLQJ V\VWHPV�

&RWWRQ SURGXFWLRQ LV D FDVH ZKHUH WKH SRWHQWLDO IRU HQYLURQPHQWDO GDPDJH LV

LQKHUHQWO\ PXFK JUHDWHU WKDQ LQ WKH FDVH RI ZKHDW� LI IRU QR RWKHU UHDVRQV

WKDQ WKH LQWHQVLYH XVH RI ZDWHU DQG FKHPLFDOV LQ LWV SURGXFWLRQ� <HW QR RQH

ZRXOG VXJJHVW WKDW FHQWUDOLVHG PRQRSRO\ H[SRUW DUUDQJHPHQWV IRU FRWWRQ

ZRXOG EH D ZD\ RI RYHUFRPLQJ VXFK FRQFHUQV� ,QVWHDG WKH SUREOHPV DUH EHLQJ

WDFNOHG DW WKH VRXUFH E\ ZD\ RI LPSURYHG ZDWHU DOORFDWLRQ V\VWHPV� HGXFDWLRQ�

GLUHFW UHJXODWLRQ RI FKHPLFDO XVH� WKH XVH RI JHQHWLFDOO\ HQJLQHHUHG LQVHFW�

UHVLVWDQW FRWWRQ YDULHWLHV DQG� DERYH DOO� D PDUNHWLQJ V\VWHP WKDW OHWV IDUPHUV

ORFN LQ SURGXFW DQG LQSXW SULFHV�
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7KXV GLVPDQWOLQJ WKH FXUUHQW ZKHDW PDUNHWLQJ DUUDQJHPHQWV ZRXOG DUP

ZKHDW JURZHUV ³ DQG WKH SHRSOH WKH\ GHDO ZLWK ³ ZLWK LQIRUPDWLRQ DQG

SRZHU WR PRUH HIILFLHQWO\ WDFNOH HQYLURQPHQWDO SUREOHPV DQG LQYHVW LQ

UHPHGLDO PHDVXUHV� &HUWDLQO\ LI WKH DUUDQJHPHQWV GLG QRW H[LVW� LW LV GLIILFXOW WR

WKLQN RI DQ DUJXPHQW WKDW FRXOG EH PRXQWHG IRU LQWURGXFLQJ WKHP RQ

HQYLURQPHQWDO JURXQGV�

6YVEP�GSQQYRMX]�GSRWMHIVEXMSRW

:RXOG UXUDO FRPPXQLWLHV EH KXUW LI ZKHDW SURGXFHUV ZHUH DOORZHG WR GHFLGH

IRU WKHPVHOYHV KRZ WR VHOO WKHLU H[SRUW ZKHDW"

7KH DQVZHU LV WKDW PRYLQJ WR D GHFHQWUDOLVHG PDUNHWLQJ V\VWHP FDQ RQO\

HQKDQFH UHJLRQDO GHYHORSPHQW DQG KHQFH UXUDO FRPPXQLWLHV� 6XFK D V\VWHP

ZRXOG�

² VKLIW SRZHU DQG UHVSRQVLELOLW\ IURP WKH FLW\ FHQWUH FORVHU WR SURGXFHUV�

² JLYH ZKHDW XVHUV DFFHVV WR WUDGLQJ RSWLRQV WKDW DOORZ WKHP WR ORFN LQ

SULFHV�

² DOORZ JURZHUV WR ORFN LQ SULFHV DQG LPSURYH WKHLU UHWXUQV� DQG

² DOORZ QHZ SOD\HUV VXFK DV SDVWRUDO KRXVHV� ILQDQFH FRPSDQLHV� DJUL�

EXVLQHVVHV DQG IHUWLOLVHU FRPSDQLHV WR WDNH DGYDQWDJH RI V\QHUJLHV LQ

VHUYLFH GHOLYHU\�

:KLOH FRQFHUQV KDYH EHHQ UDLVHG LQ UHODWLRQ WR 1&3 LQ JHQHUDO� D UHYLHZ RI WKH

LPSDFW RI FRPSHWLWLRQ SROLF\ RQ UHJLRQDO $XVWUDOLD E\ WKH 3URGXFWLYLW\

&RPPLVVLRQ ������ DWWULEXWHG WKHVH FRQFHUQV WR IRXU IDFWRUV�

� 5XUDO $XVWUDOLD DQG UHJLRQDO $XVWUDOLD DUH IDFLQJ SUHVVXUHV IRU FKDQJH

IURP VHYHUDO VRXUFHV� LQFOXGLQJ WHFKQRORJLFDO FKDQJH DQG WKH WUHQG WR

ODUJHU IDUPV� DQG FRPPHQWDWRUV KDYH FRQIXVHG WKHVH SUHVVXUHV ZLWK 1&3

RXWFRPHV�

� 7KH SRVLWLYH HIIHFWV RI WKH JURZWK RI ODUJHU UHJLRQDO FHQWUHV WHQG WR EH

QRWLFHG OHVV WKDQ WKH QHJDWLYH HIIHFWV RI FORVXUHV DQG FRQWUDFWLRQV LQ

VPDOOHU FHQWUHV�

� 7KHUH LV D WHQGHQF\ IRU VRPH ORFDO JRYHUQPHQWV WR PDNH 1&3 D VFDSHJRDW

IRU XQSRSXODU ORFDO GHFLVLRQV�

� 3HRSOH WHQG WR IRFXV RQ LGHQWLILDEOH DQG SUR[LPDWH HIIHFWV DQG WR QRW

DSSUHFLDWH WKH EURDGHU EHQHILWV DFURVV WKH HFRQRP\�

:KLOH LW LV GLIILFXOW WR VD\ H[DFWO\ ZKDW ZRXOG KDSSHQ WR UXUDO FRPPXQLWLHV LI

JURZHUV ZHUH DEOH WR FKRRVH KRZ WKH\ H[SRUWHG WKHLU ZKHDW� WKHUH LV HYHU\

UHDVRQ WR SUHVXPH WKDW UHJLRQV ZRXOG EHQHILW� 2WKHU SURYLGHUV RI WKH VHUYLFHV
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WKDW ZKHDW JURZHUV UHTXLUH ZRXOG HPHUJH� 3DVWRUDO KRXVHV ZRXOG EH DEOH WR

DFKLHYH HFRQRPLHV LQ EDQNLQJ DQG PDUNHWLQJ VHUYLFHV� DV ZRXOG IHUWLOLVHU DQG

VHHG VXSSOLHUV� :KHDW JURZHUV DQG WKH UHJLRQV WKH\ FRPH IURP DUH EHLQJ

DUWLILFLDOO\ NHSW RXW RI D IXOO DJULEXVLQHVV FLUFOH DQG WKH HIILFLHQFLHV LW RIIHUV�

)RU H[DPSOH� D IHUWLOLVHU FRPSDQ\ LV PRUH OLNHO\ WR EH VWXFN ZLWK DQ HPSW\

WUXFN DIWHU GHOLYHULQJ IHUWLOLVHU� $QG D SDVWRUDO KRXVH SURYLGLQJ VHDVRQDO

ILQDQFH LV GLVFRXUDJHG E\ LWV LQDELOLW\ WR WDNH D OLHQ RQ WKH FURS DQG E\ WKH IDFW

WKDW WKH $:% RIIHUV ILQDQFLDO VHUYLFHV EDFNHG E\ WKH ¶VLQJOH GHVN· PRQRSRO\�

7KLV LV QRW FRPSHWLWLYH QHXWUDOLW\� ,Q VXFK H[DPSOHV DQG WKRXVDQGV OLNH WKHP

WKH UDQJH RI VHUYLFHV VXFK ILUPV FDQ RIIHU LV XQQHFHVVDULO\ UHGXFHG VR WKDW WKHLU

SUHVHQFH LQ UXUDO WRZQV LV VPDOOHU WKDQ QHHG EH�

7KH VXFFHVV RI VPDOOHU FRRSHUDWLYH PDUNHWLQJ JURXSV WKDW GUDZ WRJHWKHU

JURZHUV ZLWK VLPLODU QHHGV DQG LQWHUHVW LQGLFDWHV WKDW ORFDO ILUPV GR VXFFHHG�

:DOJHWW 6SHFLDO 2QH &RRS LV DQ H[DPSOH RI D UHJLRQDO JURZHU RUJDQLVDWLRQ� ,W

GLUHFWO\ HPSOR\V VL[ SHRSOH� ,W KDV VHHQ D JURZWK LQ VHUYLFHV LQ WKH WRZQ DV D

UHVXOW RI WKH JURZWK LQ FURSSLQJ DFWLYLWLHV� 7KH JURZWK LQ FURSSLQJ KDV

RFFXUUHG SDUWO\ DV D UHVXOW RI WKH LQFUHDVHG FRQILGHQFH RI JURZHUV LQ GHDOLQJ

ZLWK D UHJLRQDO RUJDQLVDWLRQ� 6XFK UHJLRQDO JURXSV DUH XVHUV RI SURIHVVLRQDO

VHUYLFHV LQ WKHLU ORFDO DUHDV�

5XUDO SHRSOH LQ $XVWUDOLD DUH JRLQJ WKURXJK D SHULRG RI FRQVLGHUDEOH FKDQJH

DQG DGMXVWPHQW� 7KH\ GHVHUYH IDFWV DQG DQDO\VLV� QRW VFDUH WDFWLFV� 7KH

H[LVWLQJ ZKHDW PDUNHWLQJ DUUDQJHPHQWV DUH LPSHGLQJ LQYHVWPHQW E\ IDUPHUV�

ILQDQFLDO VHUYLFH SURYLGHUV DQG XVHUV RI ZKHDW� ZKLFK FRXOG SURYLGH D ERRVW IRU

UXUDO FRPPXQLWLHV� :KLOH WKH DERYH DUJXPHQWV KDYH QRW EHHQ SURYHG� WKHUH

LV QR HYLGHQFH DW DOO WKDW PDLQWDLQLQJ WKH DUUDQJHPHQWV KHOSV UXUDO

FRPPXQLWLHV�

-QTPMGEXMSRW�JSV�WSGMEP�TVSFPIQW

7KH ,VVXHV 3DSHU �S� �� DVNV ZKHWKHU WKHUH LV ¶HYLGHQFH WR VXJJHVW RU FDQ LW EH

GHPRQVWUDWHG WKDW LQFUHDVHG FRPSHWLWLRQ EHWZHHQ ZKHDW JURZHUV WR PDUNHW

ZKHDW ZLWKRXW D VLQJOH GHVN FRXOG OHDG WR VRFLDO SUREOHPV VXFK DV ULYDOU\�

PLVWUXVW DQG FRPPXQLW\ EUHDNGRZQ·� 7R WKH H[WHQW WKDW WKHUH LV HYLGHQFH RQ

VXFK PDWWHUV LW LV WKDW OLEHUDWLQJ SHRSOH VR WKH\ KDYH JUHDWHU FKRLFH DQG

IUHHGRP HQKDQFHV VRFLDO DQG HFRQRPLF FRRSHUDWLRQ�

� ([LVWLQJ DUUDQJHPHQWV WKDW PDQGDWH LGHQWLFDO WUHDWPHQW RI SHRSOH ZKR DUH

QRW LGHQWLFDO QHFHVVDULO\ PHDQV XQHTXDO DQG XQIDLU RXWFRPHV�

� :LWK FRPSHWLWLRQ LQ WKH VXSSO\ RI H[SRUW PDUNHWLQJ VHUYLFHV WKH SHRSOH

ZKR ZDQW WR SRRO VWLOO FRXOG EXW D VRXUFH RI WHQVLRQ ZRXOG EH UHPRYHG LQ

WKDW WKRVH ZKR GR QRW ZDQW WR EH SDUW RI WKH SRRO ZRXOG QRW KDYH WR EH�



�� %9786%0-%2 ;,)%8� -8
7 8-1) *36 ',3-')

� 7UDGHUV DQG ODUJHU JURZHUV QRZ KDYH OLPLWHG DFFHVV WR WKH EDVLV SRRO�

ZKLFK OHWV WKHP PDQDJH WKHLU RZQ ULVNV� 7KLV DFFHVV LV GHQLHG WR VPDOOHU

JURZHUV RQ DUELWUDU\ JURXQGV� 7KLV VHHPV XQIDLU�

� 'HFLVLRQV VXFK DV WKH VL]H RI WKH KDUYHVW SD\PHQW� WKH QXPEHU RI ZKHDW

VHJUHJDWLRQV� DQG ZKHQ WR FORVH WKH SRRO KDYH WKH FDSDFLW\ WR LQIOXHQFH

UHWXUQV LQ GLIIHUHQW ZD\V IRU GLIIHUHQW JURZHUV LQ GLIIHUHQW UHJLRQV DQG

WKHVH GHFLVLRQV DUH GHWHUPLQHG DV PXFK E\ SROLWLFDO DV FRPPHUFLDO

FRQVLGHUDWLRQV�

8QOLNH LQ PRVW RWKHU LQGXVWULHV ³ IRU H[DPSOH� ZLQH� FRWWRQ� ZRRO� EHHI DQG

KRUWLFXOWXUH ³ ZKHUH FRPSHWLWLRQ DQG IUHHGRP TXLFNO\ DQG ZLWKRXW IDYRXU

VRUW PDWWHUV RXW� LQ WKH ZKHDW LQGXVWU\� SROLFLHV DQG WKH DVVRFLDWHG WUDQVIHU RI

FRPPHUFLDO SRZHU IURP LQGLYLGXDO IDUPHUV WR HOHFWHG RIILFLDOV VHHP PRUH

OLNHO\ WR HQJHQGHU PLVWUXVW DQG XQSURGXFWLYH ULYDOU\ WKDQ WR UHGXFH LW�

7KH EHVW ZD\ WR QXUWXUH ZKHDW JURZHUV� WKHLU IDPLOLHV DQG WKHLU FRPPXQLWLHV

ZRXOG EH WR KDYH DQ HQYLURQPHQW LQ ZKLFK WKH\ FDQ PDNH D UHDVRQDEO\ JRRG

LQFRPH� ,Q WKLV UHVSHFW� ZKDW ZRXOG EH JRRG ILQDQFLDOO\ ZRXOG DOVR EH JRRG

VRFLDOO\�
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7+( %(1(),76 $1' &2676 LPSRVHG RQ WKH FRPPXQLW\ E\ WKH UHVWULFWLRQV

RQ FRPSHWLWLRQ LQ WKH :KHDW 0DUNHWLQJ $FW QHHG WR EH HYDOXDWHG DQG

EURXJKW WRJHWKHU LQ D QHW SXEOLF EHQHILW WHVW� )RU WKH UHVWULFWLRQV WR UHPDLQ� WKLV

WHVW PXVW SURGXFH D VLJQLILFDQW SRVLWLYH UHVXOW�

$URXQG WKH WLPH RI WKH FORVLQJ GDWH IRU VXEPLVVLRQV WR WKH 1&3 UHYLHZ� D

SDSHU WLWOHG 0HWKRGRORJ\ WR EH (PSOR\HG LQ (YDOXDWLQJ (FRQRPLF ,PSDFWV RI WKH

:0$ �3LJJRWW DQG (GZDUGV ����� ZDV UHOHDVHG E\ WKH ,QGHSHQGHQW 5HYLHZ

&RPPLWWHH� 7KH VWDWXV RI WKLV SDSHU LV XQFOHDU� ,V LW D GLVFXVVLRQ SDSHU RU GRHV

LW ELQG WKH FRQWUDFWHG FRQVXOWDQWV DVVLVWLQJ WKH FRPPLWWHH WR WKH SDUWLFXODU

PHWKRGRORJ\ VXJJHVWHG"

7KH DXWKRUV RI WKH SDSHU VXJJHVW WKDW� DV D VWDUWLQJ SRLQW� WKH FRQWUDFWHG

FRQVXOWDQWV VKRXOG EHFRPH IDPLOLDU ZLWK WKH OLWHUDWXUH RQ $XVWUDOLDQ ZKHDW

PDUNHWLQJ DQG ¶VLQJOH GHVN· VHOOLQJ� DQG D ¶VWDUWLQJ OLVW· RI UHIHUHQFHV LV

SURYLGHG� 7KH 0LOOLQJ :KHDW 3URMHFW UHSRUW �*&$ ������ ZKLFK ZDV WKH

RXWFRPH RI D FRQVXOWDQF\ YDOXHG DW RYHU �� PLOOLRQ DQG ZKLFK UHYLHZHG LQ

GHWDLO $XVWUDOLD·V PLOOLQJ ZKHDW LQGXVWU\� VKRXOG EH DGGHG WR WKH UHIHUHQFH OLVW�

7KH SDSHU VXJJHVWV IRXU DSSURDFKHV WR HYDOXDWLQJ WKH LPSDFWV RI WKH $FW�

� D ¶ILUVW SULQFLSOHV· DSSURDFK

� DQ ¶LQWHUYLHZLQJ RI PDUNHW SDUWLFLSDQWV· DSSURDFK

� D FDVH VWXG\ DSSURDFK

� DQ HPSLULFDO DSSURDFK�

*MVWX�TVMRGMTPIW�ETTVSEGL

7KH PHWKRGRORJ\ SDSHU VD\V�

(FRQRPLF WKHRU\ FDQ EH GUDZQ XSRQ LQ D ¶ILUVW SULQFLSOHV· DSSURDFK WR HYDOXDWLQJ D

QXPEHU RI SRWHQWLDO HFRQRPLF LPSDFWV RI WKH :0$� �3LJJRWW DQG (GZDUGV �����

S� ��

7KLV LV FRPPHQGDEOH� EXW WKH GLVFXVVLRQ IDLOV WR FRPH WR JULSV ZLWK WKH FUX[

RI ZKDW PXVW EH GHPRQVWUDWHG LQ D SXEOLF EHQHILW WHVW DQG ZLWK VHYHUDO

LPSRUWDQW LVVXHV WKDW KDYH EHHQ GLVFXVVHG LQ WKLV VXEPLVVLRQ�
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)RU WKH :KHDW 0DUNHWLQJ $FW WR SDVV WKH QHW SXEOLF EHQHILW WHVW� LW PXVW EH

GHPRQVWUDWHG WKDW WKH EHQHILWV RI PDLQWDLQLQJ WKH PRQRSRO\ RQ EXON ZKHDW

H[SRUWV RXWZHLJK WKH FRVWV IURP D FRPPXQLW\ YLHZSRLQW� 7KH ¶EDVH OLQH· PXVW

DOZD\V EH DQ DVVHVVPHQW RI ZKDW ZRXOG SUHYDLO XQGHU D FRPSHWLWLYH PDUNHWLQJ

V\VWHP�

2Q WKH EHQHILWV VLGH� LW PXVW DW OHDVW EH VKRZQ WKDW WKH DYHUDJH H[SRUW SULFH DQG

WRWDO H[SRUW UHYHQXH DUH FRQVLVWHQWO\ KLJKHU XQGHU ¶VLQJOH GHVN· VHOOLQJ WKDQ

XQGHU FRPSHWLWLYH PDUNHWLQJ� 7KH RQO\ FUHGLEOH ZD\ IRU D ¶VLQJOH GHVN· VHOOHU

WR DFKLHYH WKLV LV WR SULFH GLVFULPLQDWH EHWZHHQ LWV PDUNHWV� 7KLV LV QRW WKH

VDPH DV ¶SULFLQJ WR PDUNHW· ZKHUHE\ SULFH GLIIHUHQFHV EHWZHHQ VRPH PDUNHWV

DUH REVHUYHG LQ VRPH VWDWLVWLFDO WHVWV� $V GHPRQVWUDWHG LQ FKDSWHU � �FKDUW

����� XQGHU ¶VLQJOH GHVN· VHOOLQJ LW LV SRVVLEOH WR REVHUYH GLIIHUHQW SULFHV LQ

GLIIHUHQW PDUNHWV �¶SULFH SUHPLXPV· UHODWLYH WR WKH ORZ SULFH PDUNHW� EXW IRU

WKH PRQRSRO\ H[SRUW PDUNHWHU RI $XVWUDOLDQ ZKHDW WR HDUQ D ORZHU DYHUDJH

H[SRUW SULFH UHODWLYH WR WKH SULFH WKDW FRXOG EH DFKLHYHG LQ D FRPSHWLWLYH

PDUNHW� 7KLV UHVXOW LV QHW RI DQ\ GLIIHUHQFHV GXH WR TXDOLW\� GLVWDQFH� WLPLQJ RI

VDOH� FUHGLW DQG RWKHU IDFWRUV�

)URP ILUVW SULQFLSOHV LW PXVW DOVR EH UHFRJQLVHG WKDW WKH ¶VLQJOH GHVN· VHOOHU ZLOO

QRW KDYH SHUIHFW LQIRUPDWLRQ DERXW PDUNHW FKDUDFWHULVWLFV DQG WKLV PXVW EH

WDNHQ LQWR DFFRXQW LQ DQ\ DQDO\VLV� ,I WKH VLQJOH GHVN VHOOHU GRHV QRW KDYH

SHUIHFW LQIRUPDWLRQ LW ZLOO VRPHWLPHV PDNH ZURQJ GHFLVLRQV� WKH RXWFRPHV RI

ZKLFK QHHG WR EH FRQVLGHUHG�

$Q\ KLJKHU SULFHV RQ WKH GRPHVWLF PDUNHW DV D UHVXOW RI SULFH GLVFULPLQDWLRQ

ZLOO QRW EH FRXQWHG DV D EHQHILW WR JURZHUV� 6XFK D EHQHILW LV QR PRUH WKDQ D

WUDQVIHU SD\PHQW WR JURZHUV IURP GRPHVWLF ZKHDW EX\HUV ³ WKHUH LV QR QHW

SXEOLF EHQHILW� ,QGHHG WKHUH LV PRUH OLNHO\ WR EH D QHW FRPPXQLW\ FRVW EHFDXVH

RI GLVWRUWLRQV LQ KRZ UHVRXUFHV DUH DOORFDWHG ³ FDXVHG E\ GRPHVWLF PDUNHW

SDUWLFLSDQWV� LQFOXGLQJ JURZHUV� QRW EHLQJ DEOH WR UHVSRQG WR WKH ZRUOG SULFH

�VHH DOVR +RXFN ����� S� �����

2Q WKH FRVWV VLGH� WKH IROORZLQJ IDFWRUV ZLOO QHHG WR EH WDNHQ LQWR DFFRXQW� DOO

RI ZKLFK KDYH EHHQ GLVFXVVHG LQ GHSWK LQ WKLV VXEPLVVLRQ�

� WKH DGGLWLRQDO VWRUDJH� KDQGOLQJ DQG WUDQVSRUW FRVWV �VHH FKDSWHU ��

DVVRFLDWHG ZLWK ¶VLQJOH GHVN· VHOOLQJ�

� WKH DGGLWLRQDO FRVWV WR JURZHUV �FKDSWHU ��� DQG

� WKH DGGLWLRQDO FRVWV LPSRVHG RQ RWKHU SOD\HUV LQ WKH GRPHVWLF PDUNHW

�FKDSWHU ���

7KH PHWKRGRORJ\ SDSHU LV VLOHQW RQ KRZ PRVW RI WKHVH FDQ EH HYDOXDWHG�

(YHQ LI D ¶VLQJOH GHVN· VHOOHU LV VXFFHVVIXO LQ UDLVLQJ WKH DYHUDJH H[SRUW UHWXUQ�

WKH PDUJLQ DERYH WKH DYHUDJH UHWXUQ XQGHU FRPSHWLWLYH PDUNHWLQJ PXVW EH
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YHU\ VXEVWDQWLDO LI D QHW SXEOLF EHQHILW LV WR EH GHPRQVWUDWHG EHFDXVH RI WKH

FRVW IDFWRUV QRWHG DERYH� 7KLV PDUJLQ KDV WR EH VXEVWDQWLDO WR GHPRQVWUDWH

HYHQ D QHW EHQHILW WR JURZHUV�

-RXIVZMI[MRK�QEVOIX�TEVXMGMTERXW

7KH FRQWUDFWHG FRQVXOWDQWV ZRXOG EH H[SHFWHG WR DGRSW WKLV DSSURDFK DV D

PDWWHU RI FRXUVH� 7KH PHWKRGRORJ\ SDSHU OLVWV RYHUVHDV EX\HUV RI ZKHDW� JUDLQ

WUDGHUV LQ $XVWUDOLD DQG ZKHDW XVLQJ LQGXVWULHV DV VWDNHKROGHUV� %XW RWKHU

JURXSV VKRXOG EH DGGHG WR WKLV OLVW� VXFK DV WKRVH GLVFXVVHG LQ FKDSWHU ��

2EYLRXV RPLVVLRQV DUH�

� JURZHU JURXSV� VXFK DV WKH 3*$ RI :$ ,QF� ZKLFK GR QRW VXSSRUW WKH

¶VLQJOH GHVN· ³ WKH 3*$ DFFRXQWV IRU DERXW D WKLUG RI DOO ZKHDW SURGXFHG

LQ :HVWHUQ $XVWUDOLD�

� EXON KDQGOLQJ DQG WUDQVSRUW RUJDQLVDWLRQV DQG RWKHU VHUYLFH SURYLGHUV�

� YDOXH DGGHUV DQG QLFKH PDUNHWLQJ JURXSV ZKR DUH IUXVWUDWHG E\ WKH

FXUUHQW DUUDQJHPHQWV� VXFK DV QRRGOH ZKHDW JURZHUV DQG GXUXP ZKHDW

JURZHUV� VPDOO VHHG FOHDQHUV DQG H[SRUWHUV� DQG

� WKRVH SURYLGLQJ RWKHU VHUYLFHV� SDUWLFXODUO\ ULVN PDQDJHPHQW VHUYLFHV� WR

WKH ZKHDW LQGXVWU\� LQFOXGLQJ WKH 6\GQH\ )XWXUHV ([FKDQJH�

'EWI�WXYH]�ETTVSEGL

7KH PHWKRGRORJ\ SDSHU VXJJHVWV WKDW VRPH LPSRUWLQJ FRXQWULHV LQ ZKLFK LW LV

FODLPHG WKDW D SULFH SUHPLXP LV HDUQHG E\ YLUWXH RI WKH ¶VLQJOH GHVN· EH

VWXGLHG LQWHQVLYHO\ VR WKDW WKH ¶QLWW\ JULWW\· RI KRZ DQ\ SUHPLXP LV DFKLHYHG

FDQ EH H[SODLQHG� -DSDQ LV VXJJHVWHG DV D XVHIXO FDVH VWXG\�

7KLV DSSURDFK� LI GRQH SURSHUO\� PD\ SURYLGH VRPH LQWHUHVWLQJ LQIRUPDWLRQ

EXW LW GRHV QRW DGGUHVV WKH FRUH LVVXH QRWHG HDUOLHU ³ ZKHWKHU ¶VLQJOH GHVN·

VHOOLQJ UDLVHV WKH DYHUDJH H[SRUW UHWXUQ DERYH ZKDW FRPSHWLWLYH PDUNHWLQJ

ZRXOG DFKLHYH� ,W DOVR UDLVHV RWKHU LPSRUWDQW TXHVWLRQV�

� +RZ ZLOO WKH SULFH SUHPLXP EH PHDVXUHG" :LOO LW EH PHDVXUHG RQ WKH

EDVLV RI ODQGHG SULFHV �F	I� LQ WKH LPSRUWLQJ FRXQWU\" :LOO LW EH PHDVXUHG

UHODWLYH WR RWKHU H[SRUWHUV· ODQGHG SULFHV RU UHODWLYH WR F	I SULFHV LQ RWKHU

$XVWUDOLDQ PDUNHWV" :KLFK PDUNHWV ZLOO EH FKRVHQ DQG RQ ZKDW EDVLV ZLOO

WKH\ EH FKRVHQ" 2U ZLOO WKH SULFH SUHPLXP EH PHDVXUHG RQ D IRE EDVLV ³

UHODWLYH WR ZKDW"

� :KDW PHWKRGRORJ\ ZLOO EH XVHG WR DVVHVV WKH HIIHFWV RI TXDOLW\ GLIIHUHQFHV

DQG H[WUD FRVWV LQYROYHG LQ VHUYLFLQJ WKH SDUWLFXODU PDUNHWV FKRVHQ� VXFK

DV H[WUD VWRUDJH FRVWV DQG FUHGLW SURYLVLRQ"
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� +RZ ZLOO H[FKDQJH UDWH HIIHFWV DQG GLIIHUHQWLDO IUHLJKW UDWHV EH WDNHQ LQWR

DFFRXQW LQ WKH FDVH VWXGLHV"

� :KDW ZLOO WKH FDVH VWXGLHV UHDOO\ VKRZ"

$V QRWHG RQ VHYHUDO RFFDVLRQV LQ WKLV VXEPLVVLRQ� HYHQ LI D ¶VLQJOH GHVN· SULFH

SUHPLXP FRXOG EH GHPRQVWUDWHG LQ RQH RU WZR FDVH VWXG\ PDUNHWV� WKLV GRHV

QRW PHDQ WKDW WKH PRQRSRO\ PDUNHWLQJ V\VWHP LV DFKLHYLQJ D KLJKHU DYHUDJH

H[SRUW UHWXUQ WKDQ D FRPSHWLWLYH PDUNHWLQJ V\VWHP ZRXOG UHDOLVH�

)QTMVMGEP�ETTVSEGL

7KH PHWKRGRORJ\ SDSHU QRWHV WKH GLIILFXOWLHV LQYROYHG LQ XQGHUWDNLQJ

HPSLULFDO ZRUN RQ WKH LVVXH RI ¶VLQJOH GHVN· VHOOLQJ EXW DGYRFDWHV DQ DSSURDFK

EDVHG RQ WKH VR�FDOOHG ¶SULFLQJ WR PDUNHW· PHWKRGRORJ\ �&DUWHU ����� .QHWWHU

����� .UXJPDQ ������

7KLV PHWKRGRORJ\� XVHG E\ &DUWHU WR H[DPLQH WKH SULFH GLVFULPLQDWLQJ

SRVVLELOLWLHV IRU WKH &DQDGLDQ :KHDW %RDUG LQ VHOOLQJ EDUOH\ LQWHUQDWLRQDOO\�

DVVXPHV WKDW� LQ D FRPSHWLWLYH PDUNHW� H[SRUW SULFHV �IRE� UHFHLYHG IURP DOO

PDUNHWV VKRXOG EH WKH VDPH DQG WKHUH VKRXOG EH QR H[FKDQJH UDWH HIIHFWV� ,Q

FRQWUDVW� LI D ¶VLQJOH GHVN· VHOOHU ZDV SUDFWLFLQJ SULFH GLVFULPLQDWLRQ� WKH

VWDWLVWLFDO DQDO\VLV VKRXOG VKRZ SRVLWLYH FRXQWU\ HIIHFWV �GLIIHUHQW SULFHV

UHFHLYHG IURP GLIIHUHQW PDUNHWV� DQG�RU SRVLWLYH H[FKDQJH UDWH HIIHFWV �WKH

VLQJOH VHOOHU FDSWXUHV EHQHILFLDO H[FKDQJH UDWH FKDQJHV��

7KLV DSSURDFK� RI FRXUVH� DVVXPHV D KRPRJHQHRXV FRPPRGLW\� %XW WKH

PHWKRGRORJ\ SDSHU LV VLOHQW RQ KRZ WKH UDZ VDOHV GDWD IURP WKH $:% FRXOG

EH DGMXVWHG IRU TXDOLW\ GLIIHUHQFHV �WKHUH DUH QXPHURXV JUDGHV RI ZKHDW��

GLIIHUHQFHV LQ FUHGLW SURYLVLRQ RU RWKHU VHUYLFHV� DQG FKDQJHV LQ IUHLJKW UDWHV�

,W LV LPSRUWDQW WKDW� ZKDWHYHU PHWKRGRORJ\ LV XVHG� LW LV FDSDEOH RI GLV�

WLQJXLVKLQJ EHWZHHQ ¶VLQJOH GHVN· SULFH SUHPLXPV DQG WKRVH GXH WR RWKHU

IDFWRUV�

$JDLQ� WKH UHVXOWV IURP ¶SULFLQJ WR PDUNHW· WHVWV PD\ EH LQWHUHVWLQJ EXW WKH\

ZLOO QRW WKURZ OLJKW RQ WKH IXQGDPHQWDO TXHVWLRQ� ¶E\ PDLQWDLQLQJ D PRQRSRO\

RQ H[SRUWV RI EXON ZKHDW� LV $XVWUDOLD DFKLHYLQJ D KLJKHU DYHUDJH H[SRUW

UHWXUQ� FRPSDUHG ZLWK D FRPSHWLWLYH PDUNHW JLYHQ XQFHUWDLQ LQIRUPDWLRQ·" $W

EHVW� WKH &DUWHU PHWKRGRORJ\ FDQ EH XVHG WR H[DPLQH WKH H[WHQW RI SULFH

GLIIHUHQFHV EHWZHHQ PDUNHWV� %XW GLIIHUHQFHV DORQH JLYH QR FRQILUPDWLRQ

DERXW WKH FRVWV DQG EHQHILWV RI ¶VLQJOH GHVN· VHOOLQJ�

$Q HPSLULFDO PHWKRGRORJ\ IRU WHVWLQJ IRU QHW EHQHILWV� JLYHQ SULFH GLIIHUHQFHV

EHWZHHQ PDUNHWV �LQFOXGLQJ WKH GRPHVWLF PDUNHW�� ZDV GHYHORSHG LQ WKH 1&3

UHYLHZ RI WKH 9LFWRULDQ DQG 6RXWK $XVWUDOLDQ ���� %DUOH\ 0DUNHWLQJ $FWV

�&,( ����E�� $V DOUHDG\ PHQWLRQHG� WKH 3UHVLGHQW RI WKH 1DWLRQDO
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&RPSHWLWLRQ &RXQFLO FRPPHQWHG WKDW WKLV DSSURDFK ¶UHSUHVHQWV D EHQFKPDUN

IRU WKH FRQGXFW RI 60$ UHYLHZV· �6DPXHO ������ 7KH PHWKRGRORJ\ XVHG LQ

WKDW VWXG\ FRXOG EH DSSOLHG WR $XVWUDOLDQ ZKHDW� LQ DGGLWLRQ WR WKH RWKHU

VXJJHVWHG DSSURDFKHV�

)URP WKH PDQ\ VWXGLHV WKDW KDYH H[DPLQHG WKH SRWHQWLDO IRU ¶VLQJOH GHVN·

VHOOHUV WR HDUQ KLJKHU H[SRUW UHWXUQV WKDQ JHQHUDWHG LQ D FRPSHWLWLYH

PDUNHWLQJ V\VWHP� WKH RYHUDOO PHVVDJH LV WKDW WKH UHVXOWV KDYH EHHQ LQFRQ�

FOXVLYH� $W EHVW� VRPH HPSLULFDO UHVXOWV KDYH VKRZQ VPDOO SRVLWLYH ¶SULFH

SUHPLXPV· �*&$ ����� 0DF$XOD\ DQG 5LFKDUGV ������ EXW PRVW VWXGLHV KDYH

SURGXFHG UHVXOWV WKDW KDYH VKRZQ HLWKHU QR LPSDFW �&DUWHU ����� RU D ORZHU

DYHUDJH H[SRUW UHWXUQ IURP ¶VLQJOH GHVN· VHOOLQJ �&,( ����E��

9HU\ IHZ VWXGLHV KDYH H[DPLQHG LQ GHWDLO WKH DGGLWLRQDO FRVWV DVVRFLDWHG ZLWK

¶VLQJOH GHVN· VHOOLQJ WKDW DUH ERUQH E\ JURZHUV DQG RWKHU JURXSV ZLWKLQ

$XVWUDOLD� )URP WKH GLVFXVVLRQ LQ FKDSWHUV �� � DQG �� WKH DGGLWLRQDO FRVWV ³

SDUWLFXODUO\ IRU PRYLQJ JUDLQ IURP SDGGRFN WR YHVVHO ³ DUH ODUJH�

7KH ,QGHSHQGHQW 5HYLHZ &RPPLWWHH ZLOO QHHG WR FDUHIXOO\ FRQVLGHU WKH

PHWKRGRORJLHV WR EH XVHG LQ WKLV 1&3 ZKHDW UHYLHZ WR HQVXUH WKDW WKRVH

FKRVHQ DUH FDSDEOH RI DGGUHVVLQJ DOO HOHPHQWV RI WKH QHW SXEOLF EHQHILW WHVW�
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$1 1&3 5(9,(: 5(48,5(6 FRQVLGHUDWLRQ DQG UHSRUWLQJ RQ DOWHUQDWLYH

DUUDQJHPHQWV� ,Q WKLV FDVH WKH DUUDQJHPHQWV DUH WKRVH WKDW ZRXOG DFKLHYH WKH

REMHFWLYH RI DQ HIILFLHQW ZKHDW PDUNHWLQJ V\VWHP� 7KH FHQWUDO UHVWULFWLRQ RI

WKH H[LVWLQJ DUUDQJHPHQWV LV WKH PRQRSRO\ RQ KRZ JURZHUV FDQ H[SRUW WKHLU

ZKHDW� /HVV UHVWULFWLYH DUUDQJHPHQWV PLJKW VHUYH DV D PHDQV RI WHVWLQJ WKH

QHHG IRU WKH UHVWULFWLRQ DQG DV D WUDQVLWLRQ WR JURZHUV FKRRVLQJ WKHLU RZQ

DUUDQJHPHQWV� %XW MXVW DV LPSRUWDQW DUH WKH UHJXODWRU\ DUUDQJHPHQWV WKDW

QHHG WR EH LQ SODFH IRU D FRPSHWLWLYH WUDGLQJ V\VWHP WR RSHUDWH HIIHFWLYHO\�

%TTVSTVMEXI�VIKYPEXSV]�EVVERKIQIRXW

8QWLO QRZ� WKLV VXEPLVVLRQ KDV IRFXVHG RQ WKH UHVWULFWLRQ DSSO\LQJ WR JURZHUV·

FKRLFH DERXW KRZ WKH\ H[SRUW WKHLU ZKHDW� %XW XQGHUSLQQLQJ WKLV UHVWULFWLRQ

LV D ZHE RI UHJXODWLRQ WKDW ZRXOG EH XQWHQDEOH LQ DQ HQYLURQPHQW ZKHUH

JURZHUV KDG WKH IUHHGRP WR PDQDJH WKHLU RZQ DIIDLUV�

$V WKH ,VVXHV 3DSHU SUHSDUHG IRU WKH UHYLHZ SRLQWV RXW� 1&3 LV QRW MXVW DERXW

UHPRYDO RI XQQHFHVVDU\ RU KDUPIXO UHVWULFWLRQV RQ FRPSHWLWLRQ� ,W LV DV PXFK

DERXW HVWDEOLVKLQJ DSSURSULDWH UHJXODWRU\ IUDPHZRUNV�

7KH UHJXODWRU\ HQYLURQPHQW LV D GHWHUPLQDQW RI VXFFHVV� DV LV FOLPDWH� WHFK�

QRORJ\ DQG KDUG ZRUN� ,W DSSHDUV WKDW $XVWUDOLD·V PDMRU FRPSHWLWRUV� WKH

8QLWHG 6WDWHV DQG &DQDGD� KDYH DQ DGYDQWDJH LQ WKDW WKH UHJXODWRU\ HQYLURQ�

PHQWV LQ WKHVH FRXQWULHV H[KLELW PDQ\ GHVLUDEOH FKDUDFWHULVWLFV�

)RU H[DPSOH� &DQDGD·V *UDLQV &RPPLVVLRQ LV VHSDUDWH IURP WKH &DQDGLDQ

:KHDW %RDUG� 7KH FRPPLVVLRQ LV DQ LQGHSHQGHQW UHJXODWRU IRU VXFK WKLQJV DV

WKH DSSURYDO RI YDULHWLHV� WKH OLFHQVLQJ RI HOHYDWRUV� WKH OLFHQVLQJ RI WUDGHUV�

WKH LVVXH RI TXDOLW\ FHUWLILFDWHV DQG WKH WUDLQLQJ RI ZKHDW WHVWHUV� ,Q WKH

8QLWHG 6WDWHV YDULRXV OHYHOV RI JRYHUQPHQW DUH LQGHSHQGHQWO\ UHVSRQVLEOH IRU

VXFK PDWWHUV DV WKH OLFHQVLQJ RI HOHYDWRUV� WKH DFFUHGLWDWLRQ RI JUDLQ WHVWHUV�

WKH SURYLVLRQ RI PHFKDQLVPV RI GLVSXWH VHWWOHPHQW� WKH LQVSHFWLRQ RI VKLS·V

KROGV DQG ZHLJKLQJ FHUWLILFDWHV�

,Q $XVWUDOLD� UHJXODWRU\ IXQFWLRQV DQG WKH LQIRUPDWLRQ DQG SRZHUV DVVRFLDWHG

ZLWK WKRVH IXQFWLRQV� ZKLFK IRUPHUO\ EHORQJHG ZLWK D VWDWXWRU\ ERG\� KDYH

EHHQ FKDQJHG� ,Q VRPH FDVHV WKH\ KDYH EHHQ DVVLJQHG LQ SULQFLSOH WR WKH
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:($� LQ RWKHU FDVHV WKH\ DSSHDU WR UHPDLQ ZLWK WKH $:%� DQG LQ \HW RWKHU

FDVHV WKHUH LV D TXHVWLRQ DV WR ZKHUH UHVSRQVLELOLW\ OLHV�

$FFRUGLQJ WR WKH DPHQGHG $FW� WKH :($ KDV WKH SRZHU WR GR DOO WKLQJV

QHFHVVDU\ RU FRQYHQLHQW WR EH GRQH IRU WKH SHUIRUPDQFH RI LWV IXQFWLRQV�

+RZHYHU� VRPH VHFWLRQV RI WKH ROG :KHDW 0DUNHWLQJ $FW ³ VXFK DV VHFWLRQ

��� FODVVLILFDWLRQ� DQG VHFWLRQ ��� TXDOLW\ FRQWURO ³ KDYH EHHQ UHSHDOHG� ,I WKH

OHJLVODWLRQ LV QRZ VLOHQW RQ VXFK PDWWHUV� LV LW LQWHQGHG WKDW WKH $:%

DGPLQLVWHU WKHVH IXQFWLRQV" 2U ZLOO :($ DVVXPH UHVSRQVLELOLW\" ,Q ZKDW

FLUFXPVWDQFHV ZRXOG WKDW KDSSHQ" :KHUH GRHV WKH SURFHVV RI DSSHDO OLH"

&ODULILFDWLRQ RI VXFK PDWWHUV ZRXOG VHHP WR EH D YHU\ LPSRUWDQW WDVN IRU WKH

,QGHSHQGHQW 5HYLHZ &RPPLWWHH�

&RPPHUFLDO DQG UHJXODWRU\ IXQFWLRQV QHHG WR EH FOHDU DQG VHSDUDWH

$SDUW IURP WKH FRQIOLFWV RI LQWHUHVW EHWZHHQ JURZHUV VXSSO\LQJ WR WKH SRRO

DQG $:% VKDUHKROGHUV �GLVFXVVHG LQ FKDSWHU ��� WKHUH DUH FRQIOLFWV RI LQWHUHVW

EHWZHHQ WKH FRPPHUFLDO DQG UHJXODWRU\ IXQFWLRQV RI WKH $:%�

:KHDW EUHHGLQJ DQG WKH DVVRFLDWHG UHJLVWUDWLRQ DQG FRPPHUFLDOLVDWLRQ RI

YDULHWLHV DUH LPSRUWDQW H[DPSOHV ZKHUH FXUUHQW FRPPHUFLDO DQG UHJXODWRU\

IXQFWLRQV DSSHDU WR EH LQ FRQIOLFW�

7KH LQFUHDVLQJ GHPDQG IRU ZKHDW W\SHV WKDW GHOLYHU KLJKO\ VSHFLILF SURFHVVLQJ�

FRORXU DQG WDVWH DWWULEXWHV� DV ZHOO DV WHFKQRORJLFDO GHYHORSPHQWV HQDEOLQJ

SODQW EUHHGHUV WR SURGXFH YDULHWLHV ZLWK WKHVH DWWULEXWHV� KDV SODFHG D

SUHPLXP RQ WKH UHJXODWLRQ RI WKHVH PDWWHUV� $Q HIILFLHQW V\VWHP ZRXOG�

� FKDQQHO LQIRUPDWLRQ IURP FRQVXPHUV WR ERWK SODQW EUHHGHUV DQG VHHG

FRPSDQLHV� DQG

� DOORZ FRPSHWLWLRQ LQ WKH WHVWLQJ DQG GHYHORSPHQW RI YDULHWLHV VXEMHFW WR

LQGHSHQGHQW VXSHUYLVLRQ WR SURWHFW WKH FRQVXPHUV� WKH EUHHGHUV DQG WKH

KROGHUV RI SODQW YDULHW\ ULJKWV�

7KH $:%·V LQYROYHPHQW LQ ZKHDW EUHHGLQJ DFWLYLW\ DQG WKH FRPPHUFLDO

GHYHORSPHQW RI YDULHWLHV UXQV WKH ULVN RI ORFNLQJ LQ SDUWLFXODU YDULHWLHV DQG

H[FOXGLQJ RWKHUV WKDW PD\ KDYH FRPPHUFLDO YDOXH WR VRPH�

%HFDXVH WKH $:% FDQ HQGRUVH YDULHWLHV DQG VHW UHFHLYDO VWDQGDUGV IRU EXON

KDQGOHUV LW FRXOG JLYH ULVH WR LQFHQWLYHV WR EUHHG RQO\ ZKHDW YDULHWLHV WKDW ILW

LQ ZLWK WKH $:%·V UHFHLYDO VWDQGDUGV DQG FRXOG GLVFRXUDJH WKH EUHHGLQJ RI

DQ\ RWKHU YDULHWLHV�

$QRWKHU H[DPSOH RI ZKHUH WKHUH LV FRQIOLFW EHWZHHQ LQIRUPDWLRQ WKDW EHORQJV

LQ WKH SXEOLF GRPDLQ DQG FRPPHUFLDO LQIRUPDWLRQ� ,W LV QRZ LQFUHDVLQJO\

GLIILFXOW IRU WKH $:% WR SURYLGH IXOO WUDQVSDUHQF\ RI LQKHULWHG UHJXODWRU\

DFWLYLWLHV EHFDXVH WR GR VR ZRXOG FRPSURPLVH LWV FRPPHUFLDO REOLJDWLRQ WR
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VKDUHKROGHUV� 7KXV� ZKHUHDV WKH IRUPHU VWDWXWRU\ $:% SXW D FRQVLGHUDEOH

DPRXQW RI LQIRUPDWLRQ LQWR WKH SXEOLF GRPDLQ WKHUH DUH LQKHUHQW GLIILFXOWLHV

IRU WKH SULYDWLVHG FRQVROLGDWHG $:% WR GR WKDW�

&XUUHQWO\ $JUL )RRG 7HFKQRORJ\� D VXEVLGLDU\ RI $:% /LPLWHG� PXVW WHVW DOO

VKLSPHQWV RI ZKHDW DQG� LI DQ H[SRUWHU RSHUDWLQJ DV DQ DJHQW RI WKH $:%

FKRRVHV WR JR WR DQ LQGHSHQGHQW WHVWHU� DQ H[WUD FRVW LV LQFXUUHG� )RU WKH

VXSSO\ RI H[SRUW PDUNHWLQJ VHUYLFHV WR ZRUN HIIHFWLYHO\� H[SRUW LQVSHFWLRQ

VHUYLFHV LQFOXGLQJ FHUWLILFDWLRQ RI SURGXFW IRU TXDOLW\ VWDQGDUGV ZRXOG QHHG WR

EH PDGH LQGHSHQGHQW DQG HIIHFWLYH�

5HJXODWLRQ VKRXOG EH LQ WHUPV RI D PXFK EURDGHU YLHZ RI WKH ¶ZKHDW

LQGXVWU\·

,Q DQ DSSURSULDWH UHJXODWRU\ HQYLURQPHQW WKH GHILQLWLRQ RI WKH ¶ZKHDW

LQGXVWU\· ZRXOG EH PXFK EURDGHU WKDQ LW LV QRZ� ,W ZRXOG HQFRPSDVV� IRU

H[DPSOH� DOO HQG XVHUV� YDOXH�DGGHUV� VHUYLFH SURYLGHUV� RWKHU PDUNHWHUV DQG

H[SRUWHUV� SRWHQWLDO HQWUDQWV DV ZHOO DV JURZHUV�

7KH PDNH�XS RI WKH UHJXODWRU QHHG QRW EH UHSUHVHQWDWLYH DQG WR WKH H[WHQW

WKDW LW LV UHSUHVHQWDWLYH LW ZRXOG KDYH D PXFK EURDGHU EDVH� 7KH UHJXODWRU

ZRXOG EH DFFRXQWDEOH WR RQO\ WKH 3DUOLDPHQW�

$ UHJXODWRU\ ERG\ VKRXOG EH LQGHSHQGHQW

7KHUH VKRXOG EH QR UHTXLUHPHQW IRU WKH UHJXODWRU WR VHFXUH $:%

�,QWHUQDWLRQDO�·V DSSURYDO RI EXON H[SRUWV RU HYHQ WR FRQVXOW RQ RWKHU H[SRUWV�

$V QRWHG LQ FKDSWHU �� WKH :($ LV UHTXLUHG WR PRQLWRU $:% �,QWHUQDWLRQDO�·V

SHUIRUPDQFH LQ UHODWLRQ WR WKH H[SRUW RI ZKHDW DQG UHSRUW RQ WKH EHQHILWV WR

JURZHUV WKDW UHVXOW IURP WKDW SHUIRUPDQFH� 7KLV OHDGV WR VHYHUDO TXHVWLRQV�

� ,Q D VLWXDWLRQ ZKHUH VR PXFK LQIRUPDWLRQ SUHYLRXVO\ PDGH SXEOLF LV KHOG

WR EH ¶FRPPHUFLDO�LQ�FRQILGHQFH· DQG WKHUH DUH QR EHQFKPDUNV� KRZ ZLOO

WKH :($ DVVHVV WKLV SHUIRUPDQFH"

� :KDW VDQFWLRQV ZRXOG DSSO\ LI SHUIRUPDQFH ZHUH MXGJHG WR EH XQVDWLVIDFWRU\

DQG DJDLQVW ZKDW EDVHOLQH ZRXOG SHUIRUPDQFH EH MXGJHG" ,V WKH EDVHOLQH WR

EH WKH HVWLPDWHG FRPSHWLWLYH PDUNHWLQJ PRGHO" +RZ ZLOO WKLV EH HVWLPDWHG"

,I $:% �,QWHUQDWLRQDO�·V SHUIRUPDQFH LV MXGJHG WR SURYLGH IHZHU EHQHILWV WR

JURZHUV WKDQ WKH FRPSHWLWLYH PRGHO ZRXOG� ZKDW WKHQ" ,V LW RQO\ WKH

SHUIRUPDQFH RI $:% �,QWHUQDWLRQDO� WKDW LV MXGJHG� RU DUH DOO DVSHFWV RI WKH

FRQVROLGDWHG $:% SHUIRUPDQFH WKDW UHODWH WR WKH ¶VLQJOH GHVN· LQ WKH

HTXDWLRQ"
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� ,I $:% �,QWHUQDWLRQDO�� DV WKH KROGHU RI WKH PRQRSRO\ ULJKW� ZHUH MXGJHG

WR GHOLYHU D SRRU SHUIRUPDQFH� ZKDW ZRXOG EH WKH JURXQGV IRU H[SHFWLQJ

DQRWKHU SULYDWH ILUP WR SHUIRUP DQ\ EHWWHU DV WKH KROGHU RI WKH PRQRSRO\"

7KHVH TXHVWLRQV ZLOO QHHG WR EH DQVZHUHG E\ WKH ,QGHSHQGHQW 5HYLHZ

&RPPLWWHH� 7KH :KHDW 0DUNLQJ $FW LV DPELJXRXV RQ WKHVH TXHVWLRQV

DOWKRXJK D VXSSOHPHQWDU\ H[SODQDWRU\ PHPRUDQGXP VHHPV WR LPSO\ WKDW WKH

:($ UHYLHZ LQ ���� VKRXOG DGGUHVV WKH TXHVWLRQ RI ZKHWKHU $:%

�,QWHUQDWLRQDO� VKRXOG FRQWLQXH WR KDYH VSHFLDO H[SRUW ULJKWV�

)LQGLQJV

7KH IROORZLQJ VWDWHPHQWV RI SULQFLSOH HPHUJH IURP WKLV H[DPLQDWLRQ RI

DSSURSULDWH UHJXODWRU\ DUUDQJHPHQWV�

� 5HJXODWLRQ VKRXOG EH LQ WHUPV RI D PXFK EURDGHU YLHZ RI WKH ¶ZKHDW

LQGXVWU\·�

� 5HJXODWRU\ SRZHUV QHHG WR EH NHSW VHSDUDWH IURP FRPPHUFLDO SRZHUV�

� )LUPV PDUNHWLQJ ZKHDW VKRXOG QRW IDFH FRQIOLFWV RI LQWHUHVW EHWZHHQ WKHLU

FOLHQWV DQG WKHLU VKDUHKROGHUV�

� $ UHJXODWRU\ ERG\ VKRXOG EH LQGHSHQGHQW� 7KHUH VKRXOG EH QR

UHTXLUHPHQWV IRU WKH UHJXODWRU WR VHFXUH WKH FRQVHQW RI $:%

�,QWHUQDWLRQDO� WR DSSURYH EXON H[SRUWV RU HYHQ WR FRQVXOW RQ RWKHU

H[SRUWV�

%PXIVREXMZI�QEVOIXMRK�EVVERKIQIRXW

$OWHUQDWLYHV WR WKH FXUUHQW ZKHDW PDUNHWLQJ DUUDQJHPHQWV LQFOXGH�

� DOORFDWLQJ VRPH PDUNHWV WR $:% �,QWHUQDWLRQDO� DQG DOORZLQJ SULYDWH

WUDGHUV DQG WKHLU ZKHDW JURZHU FOLHQWV DFFHVV WR WKH UHVW�

� HVWDEOLVKLQJ DQ LQGHSHQGHQW OLFHQVLQJ DXWKRULW\ �SHUKDSV WKH :($� WR VHOO

�E\ DXFWLRQ RU WHQGHU� SHUPLWV WR H[SRUW VSHFLILF TXDQWLWLHV WR VSHFLILF

PDUNHWV ZKHUH $XVWUDOLD PD\ KDYH D VSHFLDO SRVLWLRQ�

� PDLQWDLQLQJ WKH H[SRUW PRQRSRO\ IURP YHVVHO �IRE� WR WKH LQWHUQDWLRQDO

PDUNHW EXW DOORZLQJ FRPSHWLWLRQ IURP IDUP WR YHVVHO �IRE�� RU

� HVWDEOLVKLQJ D FRPSHWLWLYH PDUNHW IRU WKH H[SRUW RI $XVWUDOLDQ ZKHDW�

$OORFDWH VRPH PDUNHWV WR WKH $:%

8QGHU WKLV DOWHUQDWLYH $:% �,QWHUQDWLRQDO� ZRXOG PDLQWDLQ FRQWURO RI� VD\�

WKRVH PDUNHWV ZKHUH LWV PDUNHWLQJ SRVLWLRQ LV VWURQJHVW DQG ZKHUH WKH ¶VLQJOH

GHVN· KDV VRPH PDUNHW SRZHU� $UJXPHQWV WKDW PLJKW EH UDLVHG LQ IDYRXU RI

WKHVH DUUDQJHPHQWV IROORZ�
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� ,W ZRXOG VDWLVI\ FRQFHUQV WKDW FRPSHWLWLYH VHOOLQJ ZRXOG HURGH SULFHV RQ

PDUNHWV ZKHUH WKH $:% KDV PDUNHW SRZHU�

� ,W ZRXOG DOORZ JURZHUV DQG WUDGHUV DFFHVV WR RWKHU PDUNHWV�

� ,W ZRXOG DOORZ LQWHUQDWLRQDO EX\HUV LQ WKRVH VWDQGDUG PDUNHWV GLUHFW

DFFHVV WR $XVWUDOLDQ VHOOHUV�

� $ EHQFKPDUN IRU HYDOXDWLQJ PDUNHWLQJ SHUIRUPDQFH DQG FRVWV ZRXOG EH

HVWDEOLVKHG�

$UJXPHQWV WKDW PLJKW EH UDLVHG DJDLQVW WKHVH DUUDQJHPHQWV IROORZ�

� $:% �,QWHUQDWLRQDO� ZRXOG KDYH GLIILFXOW\ LQ JXDUDQWHHLQJ VXSSO\ DW

H[LVWLQJ SULFHV DV LW ZRXOG QR ORQJHU KDYH FDSWLYH VXSSOLHUV� %XW LI LW ZHUH

H[WUDFWLQJ D PDUNHW SRZHU SUHPLXP IURP WKRVH PDUNHWV LWV DELOLW\ WR SD\

KLJKHU SULFHV WR JURZHUV ZRXOG DVVXUH LW RI VXSSOLHV�

� :KHDW DOOHJHGO\ GHVWLQHG IRU DQRWKHU PDUNHW FRXOG ILQG LWV ZD\ LQWR WKH

GHVLJQDWHG SUHIHUUHG PDUNHW� 7KH TXHVWLRQ DULVHV DV WR ZK\ WKDW GRHV QRW

KDSSHQ QRZ� 2QH H[SODQDWLRQ LQ WKH FDVH RI -DSDQ LV WKDW -DSDQHVH EX\HUV

FRQVLGHU WKDW� DOORZLQJ IRU VHFXULW\ RI VXSSO\� VL]H RI VKLSPHQWV DQG VR

IRUWK� WKH\ JHW D JRRG GHDO IURP $:% �,QWHUQDWLRQDO��

(VWDEOLVK DQ LQGHSHQGHQW OLFHQVLQJ DXWKRULW\

8QGHU WKLV DOWHUQDWLYH DQ LQGHSHQGHQW DJHQF\ ZRXOG VHOO SHUPLWV WR H[SRUW WR

WKRVH PDUNHWV WKDW LW FRQVLGHUV WR ZDUUDQW FRQWUROOHG VXSSO\� 7KH SHUPLWV

FRXOG EH VROG E\ DXFWLRQ RU E\ WHQGHU WR FRPSHWLQJ PDUNHWHUV LQFOXGLQJ

WUDGHUV� WKH $:% DQG LQGHSHQGHQW JURZHU JURXSV� ZLWK WKH UHYHQXH IURP

SHUPLW VDOHV JRLQJ WR WKH JURZHUV�

$UJXPHQWV WKDW PLJKW EH UDLVHG LQ IDYRXU RI WKHVH DUUDQJHPHQWV IROORZ�

� ,W ZRXOG PDLQWDLQ DQ\ EHQHILWV RI PDUNHW SRZHU IRU SDUWLFXODU PDUNHWV�

� &RPSHWLWLRQ LQ H[SRUW PDUNHWLQJ VHUYLFHV ZRXOG HQVXUH ORZHVW FRVW

VWUXFWXUHV DQG SURYLGH D EHQFKPDUN IRU HYDOXDWLQJ SHUIRUPDQFH RI WKH

SHUPLW V\VWHP�

� ,QQRYDWLRQ DQG WKH VHDUFK IRU QLFKH PDUNHWV ZRXOG EH HQFRXUDJHG�

� ,QIRUPDWLRQ ZRXOG EH GLVFRYHUHG WKURXJK WKH OHYHO RI ELGV IRU GLIIHUHQW

PDUNHWV�

� 6DOHV WR PDUNHWV ZKHUH $XVWUDOLD KDV QR PDUNHW SRZHU FRXOG SURFHHG

IUHHO\�

� 7KH WUXH FRPPHUFLDO YDOXHV RI WKH SHUPLWV �DQG ZLWK WKDW WKH H[WHQW RI

DQ\ PDUNHW SRZHU� ZRXOG TXLFNO\ EH PDGH WUDQVSDUHQW�

$UJXPHQWV WKDW PLJKW EH UDLVHG DJDLQVW WKHVH DUUDQJHPHQWV IROORZ�
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� ,W ZRXOG EH EXUHDXFUDWLF DQG ZRXOG UHTXLUH WKH LQGHSHQGHQW DJHQF\ WR

SRVVHVV D GHJUHH RI NQRZOHGJH DERXW PDUNHWV WKDW LV XQUHDOLVWLF� �7KH VDPH

PLJKW EH VDLG RI H[LVWLQJ DUUDQJHPHQWV��

� $Q\ DGYDQWDJHV RI SRROLQJ ZRXOG EH ORVW� �9ROXQWDU\ SRROV FRXOG VWLOO

RSHUDWH� DV LQ WKH FRWWRQ LQGXVWU\��

� $Q\ PHFKDQLVP WR FKDQQHO UHYHQXH EDFN WR JURZHUV ZRXOG EH H[WUHPHO\

FRPSOLFDWHG� �7KH UHYHQXHV FRXOG EH FKDQQHOOHG WR WKH *UDLQV 5HVHDUFK

DQG 'HYHORSPHQW &RUSRUDWLRQ� ZKLFK FRXOG FRUUHVSRQGLQJO\ UHGXFH WKH

UHVHDUFK OHY\��

$OORZ FRPSHWLWLRQ IURP IDUP WR YHVVHO �IRE�

8QGHU WKLV DOWHUQDWLYH� $:% �,QWHUQDWLRQDO�·V FRQWURO RYHU H[SRUW ZKHDW

ZRXOG QRW EHJLQ DW WKH VLOR EXW DW WKH ORDGHG YHVVHO �IRE�� $UJXPHQWV WKDW

PLJKW EH UDLVHG LQ IDYRXU RI WKLV RSWLRQ IROORZ�

� 6RPH RI WKH ELJJHU JDLQV IURP LPSURYHG HIILFLHQF\ LQ VWRUDJH� KDQGOLQJ

DQG WUDQVSRUW �VHH FKDSWHU �� ZRXOG EH DFKLHYHG�

� 7KH SURFHVVHV LQYROYHG IURP YHVVHO �IRE� WR LQWHUQDWLRQDO PDUNHWV DUH

DOUHDG\ VXEMHFW WR H[WHQVLYH FRPSHWLWLRQ�

� *URZHUV ZKR ZLVKHG WR VWD\ ZLWK $:% �,QWHUQDWLRQDO� FRXOG EXW RWKHUV

FRXOG FKRRVH WR WHVW WKH PDUNHW�

$UJXPHQWV WKDW PLJKW EH UDLVHG DJDLQVW WKLV DOWHUQDWLYH IROORZ�

� ,W ZRXOG EH WKH ¶WKLQ HGJH RI WKH ZHGJH· LQ EUHDNLQJ GRZQ WKH ¶VLQJOH GHVN·�

� $:% �,QWHUQDWLRQDO� QHHGV WR NQRZ ZKDW ZKHDW ZLOO EH IRUWKFRPLQJ DQG

ZKHQ WR EH DEOH WR PDQDJH VXSSO\ WR PDUNHWV �EXW RQO\ D VPDOO SURSRUWLRQ

RI PDUNHWV DUH TXDOLW\ GLVFHUQLQJ PDUNHWV��

� 'RPHVWLF PDUNHW VHUYLFH SURYLGHUV ZRXOG EH UHOXFWDQW WR LQYHVW XQOHVV

WKH\ FRXOG DFFHVV WKH LQWHUQDWLRQDO PDUNHW�

(VWDEOLVK D FRPSHWLWLYH PDUNHW IRU WKH H[SRUW RI $XVWUDOLDQ ZKHDW

7KLV DOWHUQDWLYH ZRXOG DOORZ DQ\ SDUW\ WR H[SRUW ZKHDW� ,W GRHV QRW PHDQ

GLVPDQWOLQJ WKH $:% FRQJORPHUDWH� 7KHUH VHHPV OLWWOH GLVSXWH WKDW� LQ WKH

LQWHUQDWLRQDO PDUNHW ZKHUH LW IDFHV LQWHQVLYH FRPSHWLWLRQ� LW GLVSRVHV RI ZKHDW

TXLWH ZHOO� 6R WKRVH JURZHUV ZKR VDZ DGYDQWDJHV LQ WKH SRRO DQG WKH H[LVWLQJ

V\VWHP FRXOG VWD\ ZLWK WKDW V\VWHP�

6RPH SHRSOH PLJKW HOHFW WR IRUP FRRSHUDWLYHV ZLWK JURZHUV ZLWK VLPLODU

LQWHUHVWV� ZKHDW DQG FRVW VWUXFWXUHV� 2WKHUV PLJKW H[SRUW WKURXJK DJHQWV DQG

\HW RWKHUV PLJKW FKRRVH WR VHOO WR WUDGHUV ZKR DVVXPH RZQHUVKLS DQG ULVN�

7KHVH RXWFRPHV ZRXOG QHHG WR RFFXU LQ DQ DSSURSULDWHO\ UHJXODWHG HQYLURQ�

PHQW �LGHQWLILHG HDUOLHU��
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��� 'LEVEGXIVMWXMGW SJ ER IJJMGMIRX [LIEX QEVOIXMRK W]WXIQ ERH

ETTVSTVMEXI VIKYPEXSV] W]WXIQ GSQTEVIH [MXL XLI I\MWXMRK W]WXIQ

'LEVEGXIVMWXMGW SJ MHIEP

QEVOIXMRK W]WXIQ 	

VIKYPEXSV] W]WXIQ

6EXMRK SJ

I\MWXMRK W]WXIQ

6EXMRK SJ GSQTIXMXMZI

QEVOIXMRK W]WXIQ 	

ETTVSTVMEXI VIKYPEXSV] W]WXIQ

6IKYPEXMSR [SYPH FI

IJJIGXMZI� XVERWTEVIRX

ERH EX EVQW PIRKXL�

8LIVI MW PMQMXIH VIKYPEXMSR SJ

XLI QSRSTSPMWX� [LMGL EW E

TVMZEXI GSQTER] XEOIW SR

XLI VSPI SJ VIKYPEXMSR MR

WIZIVEP LMKL GSRJPMGX EVIEW�

%R IJJMGMIRX� MRHITIRHIRX

VIKYPEXSV] W]WXIQ [SYPH

IRGSYVEKI JEMV ERH IJJMGMIRX

GSQTIXMXMSR JVSQ [LIEX

FVIIHMRK XS GYWXSQIV�

(IGMWMSRW [SYPH FI

QEHI SR GSQQIVGMEP�

RSX TSPMXMGEP� KVSYRHW�

'SQQIVGMEP HIGMWMSRW

EJJIGXMRK XLI VIXYVRW SJ

KVS[IVW EVI MRJPYIRGIH F]

IPIGXIH SJJMGI FIEVIVW�

4VSZMHIVW SJ QEVOIXMRK WIVZMGIW

[SYPH FI GPIEV ERH YTJVSRX

EFSYX XLIMV SFNIGXMZIW XS TPIEWI

XLIMV [LIEX KVS[IV GPMIRXW�

4VSHYGX [SYPH FI

HIPMZIVIH JVSQ TVSHYGIV

XS GSRWYQIV EX PIEWX

TSWWMFPI GSWX�

8LI GSWX�TPYW REXYVI SJ XLI

GYVVIRX %YWXVEPMER W]WXIQ

PIEHW XS LMKLIV GSWXW XLER

IPWI[LIVI�

)JJMGMIRX QEVOIXMRK [SYPH FI

FIWX EGLMIZIH XLVSYKL

GSQTIXMXMSR ERH GLSMGI F]

KVS[IVW�

4VSHYGIVW ERH HSQIWXMG

GSRWYQIVW [SYPH FI

VIWTSRHMRK XS

MRXIVREXMSREP TVMGIW EX EPP

XMQIW�

8LI TSSPMRK W]WXIQ LMHIW

MRXIVREXMSREP TVMGI
QSZIQIRXW�

'SQTIXMXMSR MR QEVOIXMRK

[SYPH HMWGSZIV XLI FIWX TVMGIW

ERH UYMGOP] ERH IJJMGMIRXP] JIIH

XLIQ XS KVS[IVW ERH

GSRWYQIVW�

4VSHYGIVW ERH

GSRWYQIVW [SYPH FI EFPI

XS QEREKI VMWO SV WLMJX

VMWO�

8LI TSSP QEREKIV GEVVMIW RS

VMWO � VIXYVRW XS KVS[IVW

EVI WMQTP] TVMGIW VIGIMZIH

PIWW GSWXW�

4VSZMHIVW SJ VMWO QEREKIQIRX

WIVZMGIW [SYPH GSQTIXI XS

TVSZMHI XLI FIWX TVSHYGXW EX

XLI FIWX TVMGIW�

4VMGI WMKREPW ERH

MRJSVQEXMSR HMWGSZIV]

[SYPH FI UYMGOP]

XVERWQMXXIH XLVSYKL XLI

QEVOIX XS EPP TPE]IVW�

4SSP TVMGIW HS RSX VIJPIGX EPP

QEVOIX HIZIPSTQIRXW SV

MRXIVREXMSREP TVMGI
QSZIQIRXW�

8LVSYKL TVMGIW ERH

MRJSVQEXMSR JPS[W� TPE]IVW

[SYPH EHNYWX UYMGOP] XS QEVOIX

HIZIPSTQIRXW ERH XIGL�

RSPSKMGEP GLERKIW�

)REFPMRK PIKMWPEXMSR

[SYPH MRGPYHI IJJIGXMZI

QSRMXSVMRK ERH

IZEPYEXMSR TVSGIHYVIW�

;)% MW QSRMXSVMRK XLI

%;&
W TIVJSVQERGI ERH [MPP

IZEPYEXI MX F] ����� ;LEX

XLIR# %KEMRWX [LEX [MPP

TIVJSVQERGI FI EWWIWWIH#

8LI GSQTIXMXMZI QEVOIX [SYPH

FI XLI QSWX IJJIGXMZI ERH

IJJMGMIRX JSVQ SJ TIVJSVQERGI

IZEPYEXMSR� 2S TIVJSVQERGI

QIERW RS XVEHMRK�

%TTVSTVMEXI ETTIEP

TVSGIHYVIW [SYPH FI

EZEMPEFPI�

8LI SRP] VIGSYVWI MW XS XLI

%;& � XLI TVSFPIQW JSV

EKKVMIZIH KVS[IVW SV XVEHIVW

MR GSQTIXMXMSR [MXL XLI

%;& EVI SFZMSYW�

2SVQEP GSQQIVGMEP TVSGIHYVIW

[SYPH ETTP]�
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$UJXPHQWV WKDW PLJKW EH UDLVHG LQ IDYRXU RI WKHVH DUUDQJHPHQWV IROORZ�

� *URZHUV ZRXOG KDYH FKRLFH LQ KRZ WKH\ PDUNHWHG WKHLU ZKHDW�

� 7KH FRVWV RI JHWWLQJ ZKHDW WR PDUNHWV ZRXOG EH VXEMHFW WR FRPSHWLWLRQ

DQG EH XQDPELJXRXVO\ ORZHU DQG WUDQVSDUHQW�

� 5HWXUQV IURP WKH GRPHVWLF PDUNHW ZRXOG EH HQKDQFHG DV IDUPHUV� WUDGHUV�

VWRUDJH FRPSDQLHV DQG XVHUV ZHUH EHWWHU DEOH WR WDNH SRVLWLRQV RQ WKH

PDUNHW� VHFXUH LQ WKH NQRZOHGJH WKDW WKH\ FRXOG DOZD\V TXLW WKHLU ZKHDW�

� $OO PDUNHW SOD\HUV� SDUWLFXODUO\ JURZHUV� ZRXOG KDYH FRPSOHWH IOH[LELOLW\ WR

PDQDJH WKHLU ULVN DQG WDNH DGYDQWDJH RI SHULRGV RI KLJK SULFHV LQ LQWHU�

QDWLRQDO PDUNHWV�

� 5HWXUQV IURP LQWHUQDWLRQDO PDUNHWV ZRXOG EH HQKDQFHG DV FRQVXPHUV ZRXOG

EH DEOH WR TXLFNO\ WUDQVPLW WKHLU GHPDQGV WR SURGXFHUV DQG PDUNHWHUV�

� 5HWXUQV IURP LQWHUQDWLRQDO PDUNHWV ZRXOG QRW EH SXW DW ULVN E\ H[SHFWLQJ

WKH VLQJOH VHOOHU WR SRVVHVV XQDWWDLQDEOH DPRXQWV RI FRPSOH[ LQIRUPDWLRQ

RQ GHPDQG HODVWLFLWLHV DFURVV DOO ZKHDW W\SHV DQG PDUNHWV DW DOO WLPHV�

� :LWK FRVWV GRZQ DQG UHWXUQV XS� LQFRPHV ZRXOG ULVH�

7DEOH ��� VHWV RXW D VW\OLVHG� LGHDO� DOWHUQDWLYH PDUNHWLQJ V\VWHP DQG UHJXODWRU\

V\VWHP� DQG FRPSDUHV WKHP ZLWK WKH H[LVWLQJ V\VWHP� $UJXPHQWV DJDLQVW WKLV

DOWHUQDWLYH ZLOO� RI FRXUVH� IRUP WKH EDVLV RI VXEPLVVLRQV WR WKH ,QGHSHQGHQW

5HYLHZ &RPPLWWHH E\ WKH SURSRQHQWV RI ¶VLQJOH GHVN· H[SRUWLQJ RI $XVWUDOLDQ

ZKHDW�
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%TTIRHM\

%YWXVEPME
W�XST����[LIEX�I\TSVX�QEVOIXW

%5,() $66(660(176 RI $XVWUDOLD·V WRS WHQ H[SRUW PDUNHWV IROORZ� ,Q WKHVH

PDUNHWV� $XVWUDOLD·V PDLQ FRPSHWLWRUV DUH XVXDOO\ WKH 8QLWHG 6WDWHV� &DQDGD�

WKH (XURSHDQ 8QLRQ DQG $UJHQWLQD� 7KHLU PDUNHW VKDUHV DUH ILYH�\HDU

DYHUDJHV WR ��������

,UDQ

,UDQ KDV D FHQWUDO EX\LQJ DJHQF\� WKH

*RYHUQPHQW 7UDGLQJ &RUSRUDWLRQ� ,UDQ LV D

EXON PDUNHW IRU VWDQGDUG ZKHDW� ,W LV QRW D

TXDOLW\�FRQVFLRXV PDUNHW DQG LV KLJKO\ FRP�

SHWLWLYH� $XVWUDOLD IDFHV VWURQJ FRPSHWLWLRQ

IURP &DQDGD LQ WKLV PDUNHW� %HFDXVH RI

SROLWLFV� WKH 8QLWHG 6WDWHV LV QRW D VXSSOLHU

EXW DV SROLWLFDO WHQVLRQV HDVH LW FRXOG EH LQ WKH

IXWXUH� ,UDQ KDV UHFHQWO\ ERXJKW FRUQ IURP WKH

8QLWHG 6WDWHV� ,Q VKRUW� ,UDQ ORRNV IRU WKH

FKHDSHVW ZKHDW RI VWDQGDUG TXDOLW\� $XVWUDOLD KDV VRPH IUHLJKW DGYDQWDJH WR

WKLV DQG RWKHU ZKHDW PDUNHWV LQ WKH 0LGGOH (DVW DQG WKH *XOI�

(J\SW

)RU PDQ\ \HDUV $XVWUDOLD KDV PDLQWDLQHG

JRRG UHODWLRQVKLSV ZLWK WKH FHQWUDO EX\LQJ

DJHQF\� WKH *HQHUDO $XWKRULW\ IRU 6XSSO\

&RPPRGLWLHV� EXW WKH PDUNHW LV QRZ SDUWO\

GHUHJXODWHG DQG� DV WKLV KDV KDSSHQHG�

$XVWUDOLD·V VKDUH RI WKH DXWKRULW\·V WRWDO

UHTXLUHPHQWV KDV GHFOLQHG� (J\SW KDV UHDOLVHG

WKDW WKHUH LV D KLJK SULFH WR SD\ IRU SUHIHUDEOH

UHODWLRQVKLSV DQG QRZ VRXUFHV LWV ZKHDW PRUH

ZLGHO\ DQG DW WKH FKHDSHVW SULFH� ,W ZDV D

FUHGLW PDUNHW XQGHU 1DWLRQDO ,QWHUHVW FRYHU EXW (J\SW QRZ PRVWO\ SD\V FDVK

DQG $XVWUDOLD·V PDUNHW VKDUH KDV EHHQ HURGHG� 7KH $:% LV SDUW RZQHU RI WKH

)LYH 6WDU IORXU PLOO� ZKLFK LV XVHG DV D FRQGXLW WR SURPRWH WKH SULYDWH VHFWRU
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WUDGH� 7KH $:% DOVR WUDGHV ZLWK WKH *HQHUDO $XWKRULW\ IRU 6XSSO\

&RPPRGLWLHV� ZKHUH LW FRPSHWHV ZLWK 86 DQG (8 H[SRUWHUV� $XVWUDOLDQ

ZKHDW �$3: DQG $+� LV KLJKO\ UHJDUGHG E\ WKH SULYDWH VHFWRU EXW SULYDWH

PLOOV FDQ DFFHVV WKLV WKURXJK RQO\ WKH )LYH 6WDU IORXU PLOO� *RYHUQPHQW ZKHDW

SXUFKDVHV DUH RI D VRPHZKDW ORZHU JUDGH ZKLWH ZKHDW DQG DUH E\ WHQGHU� $Q\

SUHPLXPV $XVWUDOLD PD\ JHW DUH IRU TXDOLW\�

,QGRQHVLD

7KH ,QGRQHVLDQ PDUNHW LV UDSLGO\ FKDQJLQJ�

3UHYLRXVO\ WKH JRYHUQPHQW SURFXUHPHQW

DJHQF\� %8/2*� LPSRUWHG DOO WKH ZKHDW DQG

WKH JRYHUQPHQW�RZQHG IORXU PLOO� %RJDVDUL�

KHOG DERXW DQ �� SHU FHQW VKDUH RI WKH

LQWHUQDO IORXU PDUNHW� %8/2*� XQGHU 8QLWHG

1DWLRQV GLUHFWLRQ� KDV ORVW LWV PRQRSRO\ RQ

LPSRUWV DQG WKH $:% QRZ GHDOV GLUHFWO\ ZLWK

%RJDVDUL� $XVWUDOLD·V PDLQ FRPSHWLWLRQ FRPHV

IURP &DQDGD EXW $XVWUDOLD KDV D GLVWLQFW

IUHLJKW DGYDQWDJH� &RPSHWLWLRQ LV LQFUHDVLQJ DQG WKH PDUNHW LV VORZO\

EHFRPLQJ PRUH WUDQVSDUHQW� $XVWUDOLD VKLSV PDLQO\ $6: ZKHDW IRU QRRGOHV

DQG KLJKHU TXDOLW\ ZKHDWV IRU D YDULHW\ RI HQG XVHV� :KLOH $XVWUDOLD GRHV KDYH

VRPH FRPSHWLWLYH HGJH LQ WKLV PDUNHW EHFDXVH RI IUHLJKW DQG ZKHDW W\SH� DQ\

H[HUFLVH RI PDUNHW SRZHU ZRXOG EH TXLFNO\ FRXQWHUHG E\ &DQDGD RU WKH

8QLWHG 6WDWHV�

3DNLVWDQ

3DNLVWDQ LPSRUWV ZKHDW PDLQO\ WKURXJK WKH

JRYHUQPHQW DJHQF\� ZKLFK SXUFKDVHV LQ D

WUDQVSDUHQW DQG RSHQ WHQGHU V\VWHP� 3ULYDWH

LPSRUWV KDYH JHQHUDOO\ EHHQ VPDOO� 7KHVH

IDFWRUV QHJDWH DQ\ SRVVLELOLW\ RI PDUNHW SRZHU�

7KH WZR PDMRU VXSSOLHUV DUH $XVWUDOLD DQG WKH

8QLWHG 6WDWHV DQG ERWK VXSSO\ ZKLWH ZKHDWV

³ $6: ZKHDW IURP $XVWUDOLD DQG VRIW ZKLWH

ZKHDW IURP 3DFLILF 1RUWK :HVW 86$� 6DOHV

DUH PRVWO\ ILQDQFHG� 7KH 8QLWHG 6WDWHV XVHV

LWV *60��� ILQDQFLQJ SURJUDP� ZKLOH WKH $:% UHOLHV RQ 1DWLRQDO ,QWHUHVW

FRYHU� 7KLV LV D ULVN\ PDUNHW ZKHUH LQ $XVWUDOLD·V FDVH WKH ULVN LV ERUQH E\ WKH
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WD[SD\HU� 3UHYLRXVO\� WKH $:% GLG QRW RIIHU ZKHDW GLUHFWO\ WR 3DNLVWDQ ³ WKH

ZKHDW ZDV VROG �IRE� WR WKH WUDGH IRU WKLV GHVWLQDWLRQ� ,W LV RQO\ VLQFH 1DWLRQDO

,QWHUHVW FRYHU KDV EHHQ RIIHUHG WKDW WKH $:% KDV WUDGHG GLUHFWO\ DQG

VLJQLILFDQW VKLSPHQWV VWDUWHG LQ RQO\ ��������

,UDT

,UDT EX\V ZKHDW RQ KXPDQLWDULDQ JURXQGV

XQGHU ¶RLO IRU IRRG· VDQFWLRQV RI WKH 8QLWHG

1DWLRQV� ,Q VRPH \HDUV WKH 8QLWHG 6WDWHV GRHV

QRW VKLS DQ\ ZKHDW WR ,UDT� $XVWUDOLD KDV RYHU

D �� SHU FHQW VKDUH RI WKLV PDUNHW EXW� XQGHU

WKH FLUFXPVWDQFHV� LW LV LQ QR SRVLWLRQ WR

H[WUDFW ¶VLQJOH GHVN· SUHPLXP SULFHV� $Q\

SUHPLXPV �F	I� $XVWUDOLD UHFHLYHV ZRXOG EH

IRU WKH KDUGHU W\SH RI ZKHDW VKLSSHG DQG IRU

WKH KLJKHU ULVNV LQYROYHG LQ GRLQJ EXVLQHVV

ZLWK ,UDT� $XVWUDOLD·V ZKHDW H[SRUWV WR ,UDT UHFHLYH 1DWLRQDO ,QWHUHVW FRYHU VR

DQ\ ULVNV DUH ERUQH E\ $XVWUDOLDQ WD[SD\HUV�

-DSDQ

,Q -DSDQ ZKHDW LPSRUWV DUH WLJKWO\ FRQWUROOHG

E\ WKH -DSDQHVH )RRG $JHQF\� ZKLFK KDV D

VWURQJ IRFXV RQ IRRG VHFXULW\� -DSDQ LV D KLJK

SULFH ZKHDW PDUNHW EHFDXVH WKH -DSDQHVH

)RRG $JHQF\ LV SUHSDUHG WR SD\ KLJK SULFHV WR

HQVXUH VHFXULW\ RI VXSSO\� ,PSRUWV KDYH EHHQ

YHU\ VWDEOH �DW DURXQG � PLOOLRQ WRQQHV D

\HDU�� DV KDYH WKH PDUNHW VKDUHV RI WKH PDMRU

VXSSOLHUV� ,PSRUW DOORFDWLRQV DUH QRW GHYRLG RI

SROLWLFDO LQIOXHQFH� $OO JUDGHV RI ZKHDW DUH

VKLSSHG EXW� EURDGO\� WKH\ DUH HYHQO\ GLYLGHG EHWZHHQ WKH HQG XVHV RI QRRGOHV

DQG EUHDG IORXU� 7KHUH KDYH EHHQ VRPH PRYHV E\ WKH -DSDQHVH )RRG $JHQF\

WR LQWURGXFH JUHDWHU IOH[LELOLW\ LQ JUDLQ SXUFKDVHV� $XVWUDOLD UHFHLYHV KLJK

SULFHV EXW VR GR DOO RWKHU VXSSOLHUV� $Q\ SUHPLXPV UHFHLYHG E\ $XVWUDOLD RYHU

86 VXSSOLHUV PDLQO\ UHIOHFW EHWWHU TXDOLW\ ZKHDWV DQG $XVWUDOLD·V ZLOOLQJQHVV WR

VKLS HYHQO\ WKURXJKRXW WKH \HDU DQG JXDUDQWHH VXSSO\ ³ ZKLFK LQFXUV

DGGLWLRQDO VWRUDJH FRVWV LQ $XVWUDOLD�
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6RXWK .RUHD

7KH 8QLWHG 6WDWHV LV WKH GRPLQDWH VXSSOLHU RI

ZKHDW WR WKLV PDUNHW LQ ZKLFK WKHUH DUH DERXW

�� LQGHSHQGHQW ILUPV WKDW DUH UHJLRQDO

SURFXUHPHQW FRRSHUDWLYHV� $ UDQJH RI ZKHDW

W\SHV DUH LPSRUWHG DQG PRVW PLOOLQJ ZKHDW

HQGV XS DV QRRGOHV� 86 LPSRUWV VHW WKH

EHQFKPDUN IRU SULFHV DJDLQVW ZKLFK RWKHU

VXSSOLHUV FRPSHWH� $XVWUDOLD·V JDLQ LQ PDUNHW

VKDUH RYHU WKH \HDUV DSSHDUV WR KDYH EHHQ

DFKLHYHG E\ GLVFRXQWLQJ DJDLQVW 86 ZKHDW�

7KHUH LV DOVR D ODUJH IHHG ZKHDW FRPSRQHQW LQ 6RXWK .RUHD·V LPSRUWV DQG

$XVWUDOLD VRPHWLPHV VXSSOLHV WKLV PDUNHW VHJPHQW LI LW KDV VXIILFLHQW VXSSOLHV�

0DOD\VLD

$XVWUDOLD LV WKH GRPLQDWH VXSSOLHU RI ZKHDW WR

0DOD\VLD� ZKLFK LV PDLQO\ D QRRGOH ZKHDW

PDUNHW� &DQDGD KDV EHHQ LQFUHDVLQJ LWV

PDUNHW VKDUH E\ SULFLQJ DJJUHVVLYHO\� 6RPH

KLJKHU SURWHLQ ZKHDW LV DOVR EHLQJ LPSRUWHG WR

VXSSRUW ILVK DTXDFXOWXUH HQWHUSULVHV� ,Q WKH

QRRGOH VHFWRU RI WKH PDUNHW WKHUH LV D

SUHIHUHQFH IRU $XVWUDOLDQ ZKHDWV EHFDXVH

WKHLU FKDUDFWHULVWLFV DUH EHWWHU VXLWHG WR

QRRGOHV� $XVWUDOLD KDV OHVV DGYDQWDJH LQ WKH

EUHDG PDNLQJ VHFWRU� 6HYHUDO PLOOV DUH DLPLQJ WR LQFUHDVH IORXU H[SRUWV WR

&KLQD DQG 9LHWQDP DQG WR UHPDLQ FRPSHWLWLYH WKH\ UHTXLUH JUDLQ SULFHG

FRPSHWLWLYHO\�

<HPHQ

$XVWUDOLD FRPSHWHV ZLWK WKH 8QLWHG 6WDWHV LQ

WKH <HPHQ ZKHDW PDUNHW� ZKLFK UHTXLUHV

ZKLWH ZKHDWV� 7KH PLOOLQJ LQGXVWU\ LV YHU\

XQVRSKLVWLFDWHG DQG LV SULFH�FRQVFLRXV EXW QRW

TXDOLW\�FRQVFLRXV� *LYHQ WKH SROLWLFDO LQVWD�

ELOLWLHV LQ <HPHQ� LW LV DOVR D KLJK ULVN PDUNHW

DQG VRPH SULYDWH WUDGHUV KDYH VXIIHUHG

SD\PHQW GHIDXOWV� $Q\ SUHPLXPV SDLG LQ WKLV

PDUNHW ZRXOG EH QHHGHG WR FRPSHQVDWH IRU WKH

DGGLWLRQDO FRVWV DVVRFLDWHG ZLWK WKH KLJKHU ULVN�
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8QLWHG $UDE (PLUDWHV

7KH 8QLWHG $UDE (PLUDWHV FRQVLVW RI $EX

'KDEL� 'XEDL DQG 6KDUMDK� 7KHUH LV D

JRYHUQPHQW�RZQHG IORXU PLOO LQ $EX 'KDEL

�$EX 'KDEL )ORXU DQG )HHG )DFWRU\�� RQH LQ

'XEDL� RQH LQ WKH IUHH WUDGH ]RQH RI -HEHO $OL�

DQG RQH LQ 6KDUMDK� 7KH PLOOV LQ 'XEDL DQG

-HEHO $OL DUH RZQHG E\ WKH $O *KXUDLU *URXS

XQGHU WKH QDPH RI 1DWLRQDO )ORXU 0LOOV�

7KHLU FRPELQHG PLOOLQJ FDSDFLW\ LV DURXQG ���

PLOOLRQ WRQQHV� EXW WRWDO LPSRUWV DUH DURXQG

��� ��� WRQQHV� $XVWUDOLD KDV D �� SHU FHQW VKDUH RI WKH PDUNHW DQG VXSSOLHV

PDLQO\ $3: ZKHDW RU $+ ZKHDW� ,Q 'XEDL WKH 1DWLRQDO )ORXU 0LOOV DUH

WHQGLQJ WR VZLWFK WR $6:�W\SH ZKHDWV� ZLWK &DQDGD VXSSO\LQJ LQFUHDVHG

TXDOLWLHV DV WKH PLOOV IRFXV PRUH RQ IORXU H[SRUWV�
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$%$5( ����� $XVWUDOLDQ &RPPRGLW\ 6WDWLVWLFV ����� &DQEHUUD �DQG SUHYLRXV

LVVXHV��

³³ ����� ¶6XUYH\ UHVXOWV·� $XVWUDOLDQ )DUP 6XUYH\ 5HSRUW ����� )LQDQFLDO

3HUIRUPDQFH RI $XVWUDOLDQ )DUPV ������� WR ���������� &DQEHUUD� SS� ��²

����

$JULFXOWXUH :HVWHUQ $XVWUDOLD "����� /HJLVODWLRQ 5HYLHZ RI WKH *UDLQ 0DUNHWLQJ

$FW ����� 3HUWK�

$:% /LPLWHG ����� $QQXDO 5HSRUW �������� 0HOERXUQH� ZZZ�DZE�FRP�DX�

FRUSRUDWH�DQQXDOBUHSRUWB������ $FFHVVHG �� -XO\ �����

³³ ����� 6XEPLVVLRQ WR 2IILFH RI 5HJXODWRU�*HQHUDO RQ WKH 5HYLHZ RI WKH

5HJXODWLRQ RI WKH +DQGOLQJ DQG 6WRUDJH RI ([SRUW *UDLQ� 0HOERXUQH�

%ODFN� -/ ����� $863,* DQDO\VHV IRU WKH VXEPLVVLRQ UHODWLQJ WKH UHYLHZ RI

ZKHDW PDUNHWLQJ DUUDQJHPHQWV� &6,52� 6\GQH\�

&DUWHU� &$ ����� ¶$Q HFRQRPLF DQDO\VLV RI D VLQJOH 1RUWK $PHULFDQ EDUOH\

PDUNHW� D UHSO\·� &DQDGLDQ -RXUQDO RI $JULFXOWXUDO (FRQRPLFV� YRO� ��� QR� ��

SS� ���²���

³³ DQG :LOVRQ� :: ����� ¶(PHUJLQJ GLIIHUHQFHV LQ VWDWH JUDLQ WUDGLQJ�

$XVWUDOLD DQG &DQDGD·� $JULFXOWXUDO (FRQRPLFV� YRO� ��� SS� ��²���

&,( �&HQWUH IRU ,QWHUQDWLRQDO (FRQRPLFV� ����� *UDLQ 0DUNHWLQJ LQ :HVWHUQ

$XVWUDOLD� $ %OXHSULQW RI WKH )XWXUH� 5HSRUW WR WKH 0LQLVWHULDO 6WHHULQJ

*URXS IRU WKH :$ *UDLQV ,QGXVWU\� &DQEHUUD�

³³ ����D� 7KH %HHI )HHGORW ,QGXVWU\·V $FFHVV WR ,PSRUWHG )HHG *UDLQV� 5HSRUW

SUHSDUHG IRU WKH 0HDW 5HVHDUFK &RUSRUDWLRQ DQG WKH $XVWUDOLDQ /RW

)HHGHUV· $VVRFLDWLRQ� &DQEHUUD�

³³ ����E� 5HYLHZ RI WKH 9LFWRULDQ DQG 6RXWK $XVWUDOLDQ %DUOH\ 0DUNHWLQJ $FW

����� 8QGHU WKH 1DWLRQDO &RPSHWLWLRQ 3ROLF\ 5HYLHZ RI /HJLVODWLYH 5HVWULFWLRQV

RQ &RPSHWLWLRQ� 5HSRUW SUHSDUHG IRU 'HSDUWPHQW RI 1DWXUDO 5HVRXUFHV DQG

(QYLURQPHQW� 9LFWRULD� DQG 3ULPDU\ ,QGXVWULHV 6RXWK $XVWUDOLD� &DQEHUUD�

&ODUN� -6 ����� ¶6LQJOH GHVN VHOOLQJ E\ WKH &DQDGLDQ :KHDW %RDUG� GRHV LW

KDYH DQ LPSDFW"·� &DQDGLDQ -RXUQDO RI $JULFXOWXUDO (FRQRPLFV� YRO� ��� SS�

���²���
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*&$ �*UDLQV &RXQFLO RI $XVWUDOLD� ����� +DVWHQ 6ORZO\ ³ 7DNLQJ WKH

$XVWUDOLDQ :KHDW ,QGXVWU\ LQWR WKH ��VW &HQWXU\� 5HSRUW FRPPLVVLRQHG E\

*UDLQV &RXQFLO RI $XVWUDOLD·V 1DWLRQDO *UDLQ 0DUNHWLQJ 6WUDWHJLF

3ODQQLQJ 8QLW� 0LOOLQJ :KHDW 3URMHFW� ,QYHQWLQJ WKH )XWXUH� 3UHSDUHG E\

%RR] $OOHQ 	 +DPLOWRQ �$XVWUDOLD� /WG� &DQEHUUD�

+LOPHU UHSRUW� 6HH ,QGHSHQGHQW &RPPLWWHH RI ,QTXLU\ �����

+RRNH� 0+ ����� 5HWHQWLRQ RI WKH $:%·V 6LQJOH 'HVN :KHDW ([SRUW 6WDWXV�

6WUDWHJ\ DQG 5DWLRQDOH� 3DSHU WR WKH *UDLQV &RXQFLO RI $XVWUDOLD DQG LWV

VWDWH DIILOLDWHV� *UDLQV &RXQFLO RI $XVWUDOLD� &DQEHUUD�

+RXFN� -3 ����� (OHPHQWV RI $JULFXOWXUDO 7UDGH 3ROLFLHV� 0DFPLOOLDQ� 1HZ

<RUN�

+RXVH RI 5HSUHVHQWDWLYHV� $XVWUDOLD ����� ¶:KHDW 0DUNHWLQJ /HJLVODWLRQ

$PHQGPHQW %LOO ����·�+DQVDUG� �� -XO\�

,QGHSHQGHQW &RPPLWWHH RI ,QTXLU\ ����� 1DWLRQDO &RPSHWLWLRQ 3ROLF\� 5HSRUW

�3URI� )* +LOPHU� &KDLUPDQ�� $*36� &DQEHUUD�

,167$7( 3W\ /WG DQG 6 * +HLOEURQ 3W\ /WG ����� 7KH $XVWUDOLDQ &KLFNHQ

0HDW ,QGXVWU\� ,QWHUQDWLRQDO %HQFKPDUNLQJ 6WXG\� 6\GQH\� 0D\�

,VVXHV 3DSHU� 6HH 1&3 :KHDW 5HYLHZ 6HFUHWDULDW �����

.QHWWHU� 00 ����� ¶3ULFH GLVFULPLQDWLRQ E\ 8�6� DQG *HUPDQ H[SRUWHUV·�

$PHULFDQ (FRQRPLF 5HYLHZ� YRO� ��� SS� ���²����

.UXJPDQ� 3 ����� ¶3ULFLQJ WR PDUNHW ZKHQ WKH H[FKDQJH UDWH YDULHV·� LQ

$UQGW� 6: DQG 5LFKDUGVRQ� -' �HGV�� 5HDO�)LQDQFLDO /LQNDJHV $PRQJ 2SHQ

0DUNHW (FRQRPLHV� 0,7 3UHVV�

/LQGQHU� % DQG 0F/HRG� 3 ����� /HDVW &RVW *UDLQ 3DWKV LQ WKH :HVW $XVWUDOLDQ

*UDLQ +DQGOLQJ 6\VWHP� 2YHUYLHZ DQG .H\ )LQGLQJV� (FRQRPLF 5HVHDUFK

$VVRFLDWHV 3W\ /WG� 3HUWK�

0DF$XOD\� 7* DQG 5LFKDUGV� 5 ����� 0RGHOV IRU WKH DQDO\VLV RI EDUOH\

PDUNHWLQJ� &RQWULEXWHG SDSHU WR WKH ��VW $QQXDO &RQIHUHQFH RI WKH

$XVWUDOLDQ $JULFXOWXUDO DQG 5HVRXUFH (FRQRPLFV 6RFLHW\� *ROG &RDVW�

4XHHQVODQG� ��²�� -DQXDU\�

1&3 :KHDW 5HYLHZ 6HFUHWDULDW ����� ,VVXHV 3DSHU IRU WKH 1DWLRQDO &RPSHWLWLRQ

3ROLF\ 5HYLHZ RI WKH :KHDW 0DUNHWLQJ $FW ����� 'HSDUWPHQW RI $JULFXOWXUH�

)LVKHULHV DQG )RUHVWU\� &DQEHUUD� 0D\�

2IILFH RI WKH 5HJXODWRU *HQHUDO� 9LFWRULD ����� 5HYLHZ RI WKH 5HJXODWLRQ RI WKH

+DQGOLQJ DQG 6WRUDJH RI ([SRUW *UDLQ� )LQDO 5HSRUW� 0HOERXUQH�

3LJJRWW� 5 DQG (GZDUGV� * ����� 0HWKRGRORJ\ WR EH (PSOR\HG LQ (YDOXDWLQJ

(FRQRPLF ,PSDFWV RI WKH :0$� 8QLYHUVLW\ RI 1HZ (QJODQG� $UPLGDOH� DQG

/D 7UREH 8QLYHUVLW\� 0HOERXUQH�
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3URGXFWLYLW\ &RPPLVVLRQ ����� ,PSDFW RI &RPSHWLWLRQ 3ROLF\ 5HIRUPV RQ 5XUDO

DQG 5HJLRQDO $XVWUDOLD� &DQEHUUD�

5R\DO &RPPLVVLRQ RQ *UDLQ 6WRUDJH� +DQGOLQJ DQG 7UDQVSRUW ����� 5HSRUW�

YRO� �� $XVWUDOLDQ *RYHUQPHQW 3XEOLVKLQJ 6HUYLFH� &DQEHUUD�

6DPXHO� * ����� 7KH VHFRQG WUDQFKH RI OHJLVODWLRQ UHYLHZ� WKH FKDOOHQJHV

IDFLQJ JRYHUQPHQWV DQG WKH FRXQFLO� 3DSHU SUHVHQWHG DW WKH &RPSHWLWLRQ

3ROLF\ DQG 5HJXODWRU\ 5HIRUP &RQIHUHQFH� 0HOERXUQH� ��²�� )HEUXDU\�

:DWVRQ� $6 ����� ¶*UDLQ PDUNHWLQJ DQG 1DWLRQDO &RPSHWLWLRQ 3ROLF\� UHIRUP

RU UHDFWLRQ"·� $XVWUDOLDQ -RXUQDO RI $JULFXOWXUDO DQG 5HVRXUFH (FRQRPLFV� YRO�

��� QR� �� SS� ���²���

:KHDW 0LOOLQJ 3URMHFW UHSRUW� 6HH *&$ �*UDLQV &RXQFLO RI $XVWUDOLD� �����

:LOVRQ� :: DQG :LOVRQ� :: ����� 'HUHJXODWLRQ� UDWH LQFHQWLYHV� DQG

HIILFLHQF\ LQ WKH UDLOURDG PDUNHW� 'HSDUWPHQW RI (FRQRPLFV� 8QLYHUVLW\ RI

2UHJRQ� DQG 'HSDUWPHQW RI $JULFXOWXUDO (FRQRPLFV� 1RUWK 'DNRWD 6WDWH

8QLYHUVLW\� XQSXEOLVKHG�



Joint Industry Submission Group

This group of companies and organisations has a common goal of opening

up to competition Australia’s restrictive wheat marketing arrangements.

The group directly employs some 15 000 people and generates a turnover

of $12 billion in rural industries throughout Australia. The multiplier effects

from this further contribute substantially to employment, investment and

wealth creation throughout rural and regional Australia.

This publication and the submission were produced to raise awareness of

the significant costs incurred by growers and wheat consumers as a result

of the restrictions imposed through the WMA and highlight the negative

impact this has on further investment in regional Australia.

Members of the group are:

PGA of WA Inc — Western Grain Growers

Pork Council of Australia Ltd

Australian Lot Feeders Association

Elders Limited

National Agricultural Commodities Marketing Association Inc.

Australian Grain Exporters Association

Cargill Australia Limited

Louis Dreyfus Australia Pty Ltd

Jossco Australia Pty Ltd

Oceania Australia Pty Ltd

Grainco Australia Limited

Marubeni Australia Limited

Sydney Futures Exchange Limited 

BFT Pty Ltd (Secretariat)


