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7KH�YLHZV�H[SUHVVHG�LQ�WKLV�UHSRUW�DUH�WKRVH�RI�WKH�DXWKRU�DQG�GR�QRW�QHFHVVDULO\
UHIOHFW�WKH�RIILFLDO�SROLF\�RU�SRVLWLRQ�RI�WKH�'HSDUWPHQW�RI�WKH�$UP\��WKH�'HSDUWPHQW�RI
'HIHQVH��RU�WKH�8�6��*RYHUQPHQW��7KLV�UHSRUW�LV�FOHDUHG�IRU�SXEOLF�UHOHDVH��GLVWULEXWLRQ�LV
XQOLPLWHG�



&RPPHQWV�SHUWDLQLQJ�WR�WKLV�UHSRUW�DUH�LQYLWHG�DQG�VKRXOG�EH�IRUZDUGHG�WR�
'LUHFWRU��6WUDWHJLF�6WXGLHV�,QVWLWXWH��8�6��$UP\�:DU�&ROOHJH��&DUOLVOH�%DUUDFNV��3$
������������&RPPHQWV�DOVR�PD\�EH�FRQYH\HG�GLUHFWO\�WR�WKH�&RQIHUHQFH�2UJDQL]HU��'U�
(DUO�+��7LOIRUG��-U���E\�FDOOLQJ�FRPPHUFLDO����������������RU�'61����������



7KLV�VWXG\�ZDV�RULJLQDOO\�SUHVHQWHG�DW�WKH�8�6��$UP\�:DU�&ROOHJH�6L[WK�$QQXDO
6WUDWHJ\�&RQIHUHQFH�KHOG�$SULO��������������ZLWK�WKH�DVVLVWDQFH�RI�WKH�2IILFH�RI�1HW
$VVHVVPHQW��7KH�6WUDWHJLF�6WXGLHV�,QVWLWXWH�LV�SOHDVHG�WR�SXEOLVK�WKH�SDSHU�DV�SDUW�RI�LWV
&RQIHUHQFH�6HULHV�



7KDQNV�WR�WKH�IROORZLQJ�FROOHDJXHV�IRU�FRPPHQWV�RQ�WKLV��SDSHU��'UV��5REHUW�-�
%UHVOHU��5REHUW�+��'RUII��DQG�'RXJODV�9��-RKQVRQ�,,,��3URIHVVRUV�$UWKXU�6��/\NNH��-U��
-RKQ�-��0DGLJDQ�,,,��DQG�-DPHV�6��0F&DOOXP��&RORQHOV�$GROI�&DUOVRQ��%UXFH�%�*�
&ODUNH��1HDO�-��'HOVDQWL��:LOOLDP�-��)ODYLQ��DQG�/HRQDUG�-��)XOOHQNDPS��DQG�&RORQHO
�5HWLUHG��'RQDOG�:��%RRVH��-U�
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(YHU\�$SULO�WKH�$UP\�:DU�&ROOHJH©V�6WUDWHJLF�6WXGLHV�,QVWLWXWH�KRVWV�LWV�$QQXDO
6WUDWHJ\�&RQIHUHQFH��7KLV�\HDU©V�WKHPH��¦6WUDWHJ\�'XULQJ�WKH�/HDQ�<HDUV��/HDUQLQJ�IURP
WKH�3DVW�DQG�WKH�3UHVHQW�§�EURXJKW�WRJHWKHU�VFKRODUV��VHUYLQJ�DQG�UHWLUHG�RIILFHUV��DQG
FLYLOLDQ�GHIHQVH�RIILFLDOV�IURP�WKH�8QLWHG�6WDWHV��&DQDGD��DQG�WKH�8QLWHG�.LQJGRP�WR
GLVFXVV�VWUDWHJ\�IRUPXODWLRQ�GXULQJ�WLPHV�RI�SHQXU\�IURP�7DFLWXV�WR�)RUFH�;;,�

'U��'DYLG�-DEORQVN\��3URIHVVRU�RI�1DWLRQDO�6HFXULW\�$IIDLUV�DW�WKH�$UP\�:DU
&ROOHJH��SRVLWV�WKDW�WKH�FXUUHQW�FKDOOHQJH�LV�WR�XQGHUVWDQG�WKH�UROH�RI�ERWK�FKDQJH�DQG
FRQWLQXLW\�LQ�WKH�GXDO�DIWHUPDWK�RI�WKH�HQG�RI�WKH�&ROG�:DU�DQG�D�JUHDW�PLOLWDU\�YLFWRU\�LQ
WKH�3HUVLDQ�*XOI�:DU��7KH�VHHPLQJ�HQG�WR�WKH�WKUHDW�SRVHG�E\�WKH�(DVW�:HVW
FRQIURQWDWLRQ�RI�WKH�SDVW�ILIW\�\HDUV�QRWZLWKVWDQGLQJ��WKH�LQWHUQDWLRQDO�FRPPXQLW\�VWLOO
ORRNV�WR�WKH�8QLWHG�6WDWHV��WKH�ZRUOG©V�RQO\�VXSHUSRZHU��IRU�OHDGHUVKLS��%XW��DUJXHV�'U�
-DEORQVN\��WKH�8�6��PLOLWDU\�LV�FDXJKW�EHWZHHQ�KDYLQJ�WR�WULP�LWV�VL]H�DQG�IRUFH�VWUXFWXUH
RQ�WKH�RQH�KDQG��ZKLOH�SUHSDULQJ�IRU�D�SOHWKRUD�RI�QRQWUDGLWLRQDO�PLVVLRQV�RQ�WKH�RWKHU�

'U��-DEORQVN\�PDNHV�WKH�FDVH�WKDW�GHVSLWH�WKH�YDVWO\�FKDQJHG�ZRUOG�RUGHU��EDVLF
SULQFLSOHV�RI�LQWHUQDWLRQDO�UHODWLRQV�VWLOO�DSSO\��DQG�WKH�8QLWHG�6WDWHV�ZRXOG�EH�LOO�VHUYHG
E\�DEDQGRQLQJ�WKRVH�SULQFLSOHV��7KH�FXUUHQW�8�6��QDWLRQDO�VHFXULW\�VWUDWHJ\�DQG�LWV
GHULYDWLYH�QDWLRQDO�PLOLWDU\�VWUDWHJ\�DUH��LQGHHG��SURGXFWV�RI�FKDQJH�DQG�FRQWLQXLW\
UHVXOWLQJ�IURP�WKH�G\QDPLFV�HVWDEOLVKHG�LQ�LQWHU�VWDWH�UHODWLRQV�RYHU�WKH�SDVW�ILIW\�\HDUV�DV
ZHOO�DV�E\�WKH�HQG�RI�WKH�&ROG�:DU��)RU�ZKDWHYHU�HOVH�PD\�KDYH�FKDQJHG��QDWLRQDO
VHFXULW\�UHPDLQV�WKH�SULPDU\�GXW\�RI�WKH�QDWLRQ�VWDWH�DQG�WKH�UHVSRQVLELOLW\�IRU�DFKLHYLQJ
WKDW�PLVVLRQ�VWLOO�EHORQJV�WR�WKH�PLOLWDU\�

&KDQJH�LV�DOZD\V�XQVHWWOLQJ�DQG�VXEMHFW�WR�FRQWURYHUV\��7KH�$UP\�LV�ZHOO�VHUYHG
GXULQJ�WKLV�SHULRG�RI�FKDQJH�E\�D�YLJRURXV�DQG�LQIRUPHG�GHEDWH�FRQFHUQLQJ�WKH�GLUHFWLRQ
DQG�G\QDPLFV�RI�FKDQJH��7R�WKDW�HQG��WKH�6WUDWHJLF�6WXGLHV�,QVWLWXWH�SUHVHQWV�'U�
-DEORQVN\©V�YLHZV�IRU�\RXU�FRQVLGHUDWLRQ�
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&RORQHO��8�6��$UP\
'LUHFWRU��6WUDWHJLF�6WXGLHV�,QVWLWXWH
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¦:KDW�GR�ZH�GR�QRZ"§�LV�WKH�LQFUHGXORXV�TXHVWLRQ�SRVHG�E\�5REHUW�5HGIRUG�DV
VHQDWRU�HOHFW�DW�WKH�YLFWRU\�FHOHEUDWLRQ�LQ�WKH�PRYLH��7KH�&DQGLGDWH��,W�LV�D�TXHVWLRQ�VWLOO
JHUPDQH�IRU�WKH�8QLWHG�6WDWHV���\HDUV�DIWHU�WKH�IDOO�RI�WKH�%HUOLQ�:DOO����\HDUV�DIWHU�WKH
GLVVROXWLRQ�RI�WKH�6RYLHW�8QLRQ��+LVWRULFDOO\��WKH�DQVZHU�KDV�EHHQ�VORZ�LQ�FRPLQJ�LQ
WLPHV�RI�JUHDW�FKDQJH��,Q�WKH�ILUVW�����\HDUV�RI�WKH�$PHULFDQ�QDWLRQ©V�H[LVWHQFH��WKH
FRQIOXHQFH�RI�JHRJUDSKLF�LQVXODULW\�DQG�WKH�SULPLWLYH�VWDWH�RI�ZDU�WHFKQRORJ\��FRQWULEXWHG
WR�IUHH�VHFXULW\��%XW�ZKDW�ZDV�VLPSO\�IRUWXLWRXV�LQ�WKLV�VWDWH�RI�DIIDLUV�FDPH�WR�EH
SHUFHLYHG�DV�SHUPDQHQW��DQG�ZKHQ�FRQGLWLRQV�FKDQJHG�DW�WKH�EHJLQQLQJ�RI�WKH���WK
FHQWXU\��SROLFLHV�GLG�QRW��,QVWHDG��QHDUO\�KDOI�RI�WKLV�FHQWXU\�SDVVHG�EHIRUH�WKH�$PHULFDQ
SHRSOH�UHFRJQL]HG�WKH�QDWXUH�RI�JOREDO�GHYHORSPHQWV�DQG�WKH�QHHG�WR�EHFRPH�HQJDJHG�LQ

GHDOLQJ�ZLWK�WKHP�
�

7KH�FKDOOHQJH�WRGD\�LV�WR�XQGHUVWDQG�WKH�UROH�RI�FKDQJH�DQG�FRQWLQXLW\�LQ�ORRNLQJ
WR�WKH�IXWXUH�LQ�WKH�ZDNH�RI�D�JUHDW�YLFWRU\��7KH�FRUUHFW�DQVZHU�WR�WKLV�FKDOOHQJH�FDQ
SUHYHQW�WKH�8QLWHG�6WDWHV�IURP�VSHQGLQJ�KDOI�RI�WKH�QH[W�FHQWXU\�WU\LQJ�WR�FUHDWH�DQ
HIIHFWLYH�VWUDWHJ\�IRU�D�FKDQJLQJ�ZRUOG��,Q�SDUWLFXODU��LW�LV�LPSRUWDQW�WR�GLVWLQJXLVK
EHWZHHQ�WKRVH�DVSHFWV�RI�WKH�&ROG�:DU�WKDW�ZHUH�DQRPDOLHV�FDSDEOH�RI�GLVWRUWLQJ�IXWXUH
SHUFHSWLRQV��DQG�WKRVH�WKDW�VKRXOG�EH�UHWDLQHG��¦:H�QHHG�WR�PDNH�VXUH��DV�ZH�SXW�WKH�&ROG
:DU�EHKLQG�XV�§�-RKQ�/HZLV�*DGGLV�SRLQWV�RXW�LQ�WKLV�UHJDUG��¦WKDW�ZH�GR�QRW�DOVR�MHWWLVRQ
WKRVH�SULQFLSOHV�DQG�SURFHGXUHV�WKDW�DOORZHG�LW�WR�HYROYH�LQWR�WKH�ORQJHVW�SHULRG�RI�JUHDW�
SRZHU�ULYDOU\�ZLWKRXW�ZDU�LQ�WKH�PRGHUQ�HUD��,I�D�ORQJ�SHDFH�ZDV�LQ�IDFW�WKH�RIIVSULQJ�RI
WKH�&ROG�:DU��WKHQ�WKH�ODVW�WKLQJ�ZH�VKRXOG�ZDQW�WR�GR��LQ�WRVVLQJ�WKH�SDUHQW�RQWR�WKH�DVK

KHDS�RI�KLVWRU\��LV�WR�WRVV�WKH�FKLOG�DV�ZHOO�§
�

7LPH©V�$UURZ��7LPH©V�&\FOH�

6WHSKHQ�-D\�*RXOG�LQ�KLV�JHRORJLFDO�VWXGLHV�RI�ZKDW�KH�FDOOV�¦GHHS�WLPH§�UHIHUV�WR
ERWK�¦7LPH©V�$UURZ§�DQG�¦7LPH©V�&\FOH§�DV�ZD\V�WR�ORRN�DW�KLVWRULFDO�HYHQWV��7LPH©V
$UURZ�WUHDWV�KLVWRU\�DV�¦DQ�LUUHYHUVLEOH�VHTXHQFH�RI�XQUHSHDWDEOH�HYHQWV��(DFK�PRPHQW
RFFXSLHV�LWV�RZQ�GLVWLQFW�SRVLWLRQ�LQ�D�WHPSRUDO�VHULHV��DQG�DOO�PRPHQWV�FRQVLGHUHG�LQ
SURSHU�VHTXHQFH��WHOO�D�VWRU\�RI�OLQNHG�HYHQWV�PRYLQJ�LQ�D�GLUHFWLRQ�§

�
�7KLV�LV�WKH�SULQFLSDO

PHWDSKRU�RI�ELEOLFDO�KLVWRU\��)URP�*RG©V�FUHDWLRQ�RI�WKH�ZRUOG�WR�WKH�GLVSDWFK�RI�+LV�6RQ
WR�D�SDUWLFXODU�SODFH�WR�GLH�IRU�PDQ�DQG�ULVH�DJDLQ��WKDW�KLVWRU\�LV�7LPH©V�$UURZ��,Q�WKH
DIWHUJORZ�RI�WKH�&ROG�:DU�YLFWRU\��PRUH�WKDQ�RQH�DQDO\VW�DSSOLHG�WKLV�PHWDSKRU�WR�WKH
WULXPSKDQW�YLFWRU\�RI�ZHVWHUQ�GHPRFUDF\�DV�SURRI�WKDW�KLVWRU\�KDG�FRPH�WR�DQ�HQG��7KDW
RELWXDU\��DV�0LFKDHO�+RZDUG�FRQFOXGHV��LV�SUHPDWXUH�

7KH�IDLOXUH�RI�ULYDO�FUHHGV�GRHV�QRW�PHDQ�WKDW�RXU�RZQ�LV�ERXQG�WR
VXFFHHG��RQO\�WKDW�LW�KDV�EHHQ�JLYHQ�DQRWKHU�FKDQFH��%RWK�IDVFLVP�DQG



�

FRPPXQLVP�HPHUJHG�LQ�(XURSH�EHFDXVH�OLEHUDO�GHPRFUDF\�IDLOHG�WR�OLYH
XS�WR�LWV�H[SHFWDWLRQV��,I�ZH�IDLO�DJDLQ��ZH�PD\�H[SHFW�QHZ�DQG�VLPLODU

FKDOOHQJHV��ERWK�LQ�RXU�RZQ�FRQWLQHQW�DQG�WKURXJKRXW�WKH�ZRUOG�
�

:LWK�7LPH©V�&\FOH��RQ�WKH�RWKHU�KDQG��IXQGDPHQWDO�VWDWHV�DUH�¦DOZD\V�SUHVHQW�DQG
QHYHU�FKDQJLQJ��$SSDUHQW�PRWLRQV�DUH�SDUWV�RI�UHSHDWLQJ�UHDOLWLHV�RI�WKH�IXWXUH�§

�
�7KXV�

7KXF\GLGHV�FRXOG�ZULWH�WKDW�JLYHQ�KXPDQ�QDWXUH��SDVW�HYHQWV�¦ZLOO�DW�VRPH�WLPH�RU�RWKHU
DQG�LQ�PXFK�WKH�VDPH�ZD\V��EH�UHSHDWHG�LQ�WKH�IXWXUH�§

�
�$QG�RYHU�WZR�PLOOHQQLD�ODWHU�

$UQROG�7R\QEHH�ZDV�VWUXFN�E\�WKH�VDPH�PHWDSKRU�HYHQ�DV�KH�H[DPLQHG�WKH�*UHHN
KLVWRULDQ©V�DFFRXQW�RI�WKH�3HORSRQQHVLDQ��:DU�

7KH�JHQHUDO�ZDU�RI������RYHUWRRN�PH�H[SRXQGLQJ�7KXF\GLGHV�WR�%DOOLRO
XQGHUJUDGXDWHV���������DQG�WKHQ�VXGGHQO\�P\�XQGHUVWDQGLQJ�ZDV�LOOXPLQDWHG�
7KH�H[SHULHQFH�WKDW�ZH�ZHUH�KDYLQJ�LQ�RXU�ZRUOG�QRZ�KDG�EHHQ
H[SHULHQFHG�E\�7KXF\GLGHV�LQ�KLV�ZRUOG�DOUHDG\��,�ZDV�UHUHDGLQJ�KLP�QRZ
ZLWK�D�QHZ�SHUFHSWLRQ¤SHUFHLYLQJ�PHDQLQJV�LQ�KLV�ZRUGV��DQG�IHHOLQJV
EHKLQG�KLV�SKUDVHV��WR�ZKLFK�,�KDG�EHHQ�LQVHQVLEOH�XQWLO�,��LQ�P\�WXUQ��KDG
UXQ�LQWR�WKDW�KLVWRULFDO�FULVLV�WKDW�KDG�LQVSLUHG�KLP�WR�ZULWH�KLV�ZRUN�
7KXF\GLGHV��LW�QRZ�DSSHDUHG��KDG�EHHQ�RYHU�WKLV�JURXQG�EHIRUH��+H�DQG�KLV
JHQHUDWLRQ�KDG�EHHQ�DKHDG�RI�PH�DQG�PLQH�LQ�WKH�VWDJH�RI�KLVWRULFDO
H[SHULHQFH�WKDW�ZH�KDG�UHVSHFWLYHO\�UHDFKHG��LQ�IDFW��KLV�SUHVHQW�KDG�EHHQ
P\�IXWXUH��%XW�WKLV�PDGH�QRQVHQVH�RI�WKH�FKURQRORJLFDO�QRWDWLRQ�ZKLFK
UHJLVWHUHG�P\�ZRUOG�DV�¦PRGHUQ§�DQG�7KXF\GLGHV©�ZRUOG�DV�¦DQFLHQW�§
:KDWHYHU�FKURQRORJ\�PLJKW�VD\��7KXF\GLGHV©�ZRUOG�DQG�P\�ZRUOG�KDG

QRZ�SURYHG�WR�EH�SKLORVRSKLFDOO\�FRQWHPSRUDU\�
�

)URP�WKLV�F\FOLF�SHUVSHFWLYH�LQ�WKH�FXUUHQW�WUDQVLWLRQ�SHULRG��LQWHUQDWLRQDO�SROLWLFV
IUHHG�IURP�&ROG�:DU�FRQVWUDLQWV�ZLOO�UHWXUQ�WR�HDUOLHU�SRVW�ZDU�SDWWHUQV��$W�WKH�HQG�RI�WKH
1DSROHRQLF�:DUV��IRU�LQVWDQFH��WKHUH�ZDV�D�GHFDGH�RI�VRFLDO�PLVHU\�DQG�GLVUXSWLRQ�ZLWK
RUGHU�RQ�WKH�FRQWLQHQW�RQO\�PDLQWDLQHG�E\�WKH�SROLFH�RI�WKH�+DEVEXUJV�DQG�WKH�5RPDQRYV�
$QG�DIWHU�������RQO\�WKH�IDOVH�OLJKW�RI�WKH�/RFDUQR�HUD�LOOXPLQDWHG�WKH�ZUHWFKHG�DQG
FRQIXVLQJ�GDUNQHVV�RI�WKH�LQWHUZDU�\HDUV��,Q�D�VLPLODU�PDQQHU�DIWHU�WKH�FUXVDGH�RI�:RUOG
:DU�,,��WKHUH�ZDV�UHQHZHG�GLVLOOXVLRQPHQW�DQG�GHVSDLU�DV�WKH�6RYLHW�WKUHDW�EHJDQ�WR
HPHUJH�

�
�0RUH�UHFHQWO\��OLNH�WKH�RWKHU�SRVW�ZDU�SHULRGV�RI�WKH�HDUO\�����V�DQG�PLG�����V�

WKHUH�KDYH�EHHQ�ZKROHVDOH�FKDQJHV�LQ�JRYHUQPHQWV�DURXQG�WKH�JOREH��,Q�WKH�8QLWHG�6WDWHV�
WKH�UHFHQW�RYHUWXUQ�RI�WKH�'HPRFUDWLF�PDMRULW\�WKDW�KDG�UXQ�&RQJUHVV�IRU����\HDUV�ZDV
UHPLQLVFHQW�RI�WKH������5HSXEOLFDQ�ODQGVOLGH��,Q�,WDO\��WKH�&KULVWLDQ�'HPRFUDWV�WKDW�KDG
UXOHG�VLQFH�:RUOG�:DU�,,�ZHUH�YRWHG�RXW�RI�SRZHU��DV�ZHUH�WKH�-DSDQHVH�/LEHUDO
'HPRFUDWV�IRU�WKH�ILUVW�WLPH�VLQFH�������$W�WKH�VDPH�WLPH��WKH�)UHQFK�6RFLDOLVWV�ZHUH�DOVR
HOLPLQDWHG�LQ�SDUOLDPHQWDU\�HOHFWLRQV��DQG�LQ�&DQDGD��WKH�UXOLQJ�7RULHV�VXIIHUHG�VXFK�D

GHFLVLYH�GHIHDW�WKDW�WKH\�QR�ORQJHU�HYHQ�UDQN�DV�DQ�RIILFLDO�SDUOLDPHQWDU\�SDUW\�
�

%RWK�7LPH©V�$UURZ�DQG�7LPH©V�&\FOH�DUH�SUHVHQW�LQ�WKH�FXUUHQW�SUHRFFXSDWLRQ



�

ZLWK�FKDRV�DV�WKH�GHILQLQJ�FRQFHSW�RI�WKH�SRVW�&ROG�:DU�HUD��2Q�WKH�RQH�KDQG��WKH�VSUHDG
RI�JOREDO�LQVWDELOLW\�DQG�HQYLURQPHQWDO�GHFD\�LQ�WKH�GHYHORSLQJ�ZRUOG�LV�SHUFHLYHG�DV�WKH
UHVXOW�RI�D�VHULHV�RI�XQLTXH�HYHQWV�LQ�WKLV�FHQWXU\�FRQFHUQLQJ�JOREDO�LQWHUGHSHQGHQFH�DQG
WUDQVQDWLRQDO�IRUFHV�

��
�7KH�UHVXOWDQW�DQDUFK\��OLNH�WKH�HYHQWV�SUHFHGLQJ�LW��LV�FRQVLGHUHG

XQLTXH�LQ�WKH�DUURZ�RI�OLQNHG�KLVWRULFDO�HYHQWV�DQG�FRQVWLWXWHV��LQ�5REHUW�.DSODQ©V
HVWLPDWLRQ��¦WKH�QDWLRQDO�VHFXULW\�LVVXH�RI�WKH�HDUO\�WZHQW\�ILUVW�FHQWXU\�§

��
�$W�WKH�VDPH

WLPH��7LPH©V�$UURZ�LV�DOVR�SHUFHLYHG�DV�PRYLQJ�WKH�GHYHORSHG�ZRUOG�RXW�RI�WKH�]RQH�RI
PLOLWDU\�ULVN��E\�PDNLQJ�ZDU�EHWZHHQ�PRGHUQL]HG���ZHVWHUQ�QDWLRQV�¦VXEUDWLRQDOO\
XQWKLQNDEOH�§

��
�2Q�WKH�RWKHU�KDQG��WKHUH�LV�WKH�EURDG�F\FOLF�SHUFHSWLRQ�WKDW�WKH�VSUHDG�RI

FKDRV�ZLOO�HYHQWXDOO\�XQGHUPLQH�WKH�QDWLRQ�VWDWH�V\VWHP��UHWXUQLQJ�WKH�ZRUOG�WR�D�SUH�
:HVWSKDOLDQ��DQDUFKLFDO�PHGLHYDO�SDUDGLJP�RI�LQWHUQDWLRQDO�UHODWLRQV�

��
�:KDWHYHU�WKH

SHUFHSWLRQ��WKH�FRQFHSW�KDV�FDXJKW�RQ��/DVW�IDOO��WKH�8�6��,QVWLWXWH�RI�3HDFH�VSRQVRUHG�D
KHDYLO\�DWWHQGHG�FRQIHUHQFH�RQ�¦0DQDJLQJ�&KDRV§�WKDW�IHDWXUHG�VSHDNHUV�UDQJLQJ�IURP
+HQU\�.LVVLQJHU�WR�/HV�$VSLQ�DQG�7HG�.RSSHO��$QG�%ULDQ�$WZRRG��WKH�KHDG�RI�WKH
$JHQF\�IRU�,QWHUQDWLRQDO�'HYHORSPHQW��UHFHQWO\�DUJXHG�WKDW�¦GLVLQWHJUDWLQJ�VRFLHWLHV�DQG
IDLOHG�VWDWHV�������KDYH�HPHUJHG�DV�WKH�JUHDWHVW�PHQDFH�WR�JOREDO�VWDELOLW\§�DQG�FRQVWLWXWH�D

¦VWUDWHJLF�WKUHDW�§
��

7KH�)R[�DQG�WKH�+HGJHKRJ�

7KH�*UHHN�SRHW�$UFKLORFKXV�REVHUYHG�WKDW�¦WKH�IR[�NQRZV�PDQ\�WKLQJV��EXW�WKH
KHGJHKRJ�NQRZV�RQH�ELJ�WKLQJ�§

��
�7KH�¦PDQ\�WKLQJV§�LQ�WKH�FXUUHQW�WUDQVLWLRQ�SHULRG�DUH

WKH�VWUDWHJLF�IDGV�DQG�IDVKLRQDEOH�WKHRULHV�WKDW�WHQG�WR�RYHUZKHOP�WKH�FXPXODWLYH
XQGHUVWDQGLQJ�RI�KLVWRU\��PDNLQJ�LW�GLIILFXOW�IRU�WKH�VWUDWHJLVW�WR�GLVWLQJXLVK�WKH�HSKHPHUDO
IURP�WKH�SHUVLVWLQJ�DQG�VWUXFWXUDO��7KH�IRFXV�RQ�JOREDO�FKDRV�DQG�DQDUFK\�LQ�WKH
GHYHORSLQJ�ZRUOG�LV�DQ�H[DPSOH��7R�HOHYDWH�WKLV�WR�WKH�KLJKHVW�OHYHO�RI�SULPDU\�QDWLRQDO
VHFXULW\�FRQFHUQ�LJQRUHV�ODUJHU��PRUH�IXQGDPHQWDO�WKUHDWV��ZKLOH�DVVXPLQJ�PXFK�WRR
SUHPDWXUHO\�WKH�GHFOLQLQJ�LPSRUWDQFH�RI�JUHDW�SRZHUV�DQG�QDWLRQ�VWDWHV��¦,Q�IDFW�§�-HUHP\
5RVQHU�SRLQWV�RXW�

ZKLOH�PDQ\�HWKQLF��HQYLURQPHQWDO�DQG�RWKHU�KXPDQLWDULDQ�SUREOHPV�GR
FURVV�ERUGHUV��LW�LV�QDWLRQ�VWDWHV��ZLWK�WKHLU�DUPLHV��JRYHUQPHQWV��ODZV�DQG
OHJLWLPDF\�WKDW�DUH¤DQG�ZLOO�UHPDLQ¤WKH�GRPLQDQW�IRUFH�LQ�ZRUOG�DIIDLUV�
$QG�IURP�WKH�%DONDQV�WR�WKH�0LGHDVW�WR�$VLD��WKH�JUHDWHVW�WKUHDW�WR�SHDFH
UHPDLQV�WKH�DPELWLRQV�RI�QDWLRQ�VWDWHV�DQG�OHDGHUV�ZKR�DUH�KRVWLOH�WR

GHPRFUDF\�DQG�QRUPV�RI�LQWHUQDWLRQDO�EHKDYLRU�
��

7KH�VWUDWHJLVW��WKHUHIRUH��PXVW�UHPDLQ�WKH�KHGJHKRJ��IRFXVHG�RQ�RQH�ELJ�WKLQJ��WKH
UHVSRQVH�WR�WKH�GDQJHU�RI�XQEDODQFHG�SRZHU�DV�WKH�FHQWUDO�RUJDQL]LQJ�VWUXFWXUH�LQ�DQ
DQDUFKLFDO��VHOI�KHOS��VWDWH�FHQWULF�ZRUOG��6HHQ�LQ�WKLV�OLJKW��WKH�FXUUHQW�WUDQVLWLRQ�LQ
LQWHUQDWLRQDO�SROLWLFV�FDQ�WDNH�RQ�WKH�DSSHDUDQFH�RI�DQ�LQWHUZDU�RU�HYHQ�D�SUH�ZDU�SHULRG�
7KLV�LV�QRW�WR�VXFFXPE�WR�HLWKHU�F\QLFLVP�RU�SHVVLPLVP��,W�LV�VLPSO\�WR�DFNQRZOHGJH�WKDW
WKLV�FHQWXU\�LQ�7LPH©V�&\FOH�KDV�SURGXFHG�WKUHH�PDMRU�EDODQFH�RI�SRZHU�ZDUV��WZR�KRW�
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RQH�FROG��&HUWDLQO\��WKHUH�LV�QRWKLQJ�LQ�WKLV�FXUUHQW�SHULRG�WR�VXJJHVW�WKH�REYLDWLRQ�RI�ZKDW
&ROLQ�*UD\�FDOOV�WKH�JROGHQ�UXOH�LQ�ZRUOG�SROLWLFV��¦EDG�WLPHV�UHWXUQ�§

7KH�SRVVLEOH�IDFW�WKDW�RQH�PLJKW�SHHU�LQWR�WKH�IXWXUH�IURP�WKH�YDQWDJH
SRLQW�RI�WRGD\�DQG�ILQG�QR�WKUHDWV�RI�PDMRU�VXEVWDQFH��LV�TXLWH�EHVLGH�WKH
SRLQW��2QH�FDQ�RFFDVLRQDOO\�ORRN�XSZDUG�DQG�VHH�RQO\�EOXH�VN\��)HZ
ZRXOG�GUDZ�IDU�UHDFKLQJ�FRQFOXVLRQV�IURP�WKDW�HPSLULFDOO\
XQFKDOOHQJHDEOH�REVHUYDWLRQ�RI�WKH�PRPHQW��&HUWDLQO\��RQH�ZRXOG�QRW�JLYH

DZD\�DOO�RI�RQH©V�EDG�ZHDWKHU�FORWKLQJ�
��

�
7KH�VWUDWHJLVW��WKHQ��LV�OLNH�WKH�GRFWRU��ZKR�ZKLOH�DFNQRZOHGJLQJ�WKH

PXOWLGLPHQVLRQDO�DVSHFWV�RI�KXPDQ�EHKDYLRU��FKRRVHV�LQ�HIIHFW�WR�IRFXV�RQ�RQH�ELJ�VLQJOH�
RYHUDUFKLQJ�YLVLRQ�DV�WKH�JRYHUQLQJ�PHFKDQLVP�WKDW�UHVWV�RQ�D�ILUP�XQGHUVWDQGLQJ�RI
SURIHVVLRQDO�HVVHQWLDOV��)RU�D�VWUDWHJLVW��D�PLVFDOFXODWLRQ�FRQFHUQLQJ�WKH�HVVHQFH�RI�KLV
SURIHVVLRQ��WKH�UHODWLRQVKLS�RI�HQGV�DQG�PHDQV��FDQ�SURYH�SROLWLFDOO\�RU�SK\VLFDOO\�OHWKDO
IRU�HQWLUH�FRPPXQLWLHV��7KLV�GRHV�QRW�PHDQ�WKDW�WKHUH�LV�QRW�PRUH�LQ�FROOHFWLYH�OLIH�WKDQ
SXUH�SROLWLFDO�RU�PLOLWDU\�VHFXULW\��MXVW�DV�SK\VLFDO�KHDOWK�LV�QRW�DOO�WKHUH�LV�WR�LQGLYLGXDO
KHDOWK��1HYHUWKHOHVV��ERWK�WKH�VWUDWHJLVW�DQG�WKH�GRFWRU�UHPDLQ�KHGJHKRJV�ZKR�PDLQWDLQ
WKDW�WKH�FRUH�RI�WKHLU�SURIHVVLRQDO�IRFXV�PXVW�EH�WUHDWHG�ZHOO�HQRXJK�LI�HYHU\WKLQJ�HOVH�LV

QRW�WR�UHPDLQ�RI�VHFRQGDU\�LQWHUHVW�
��

,Q�RWKHU�ZRUGV��ILUVW�WKLQJV�ILUVW��7KH�SULPDU\�FRQFHUQ�RI�$PHULFDQ�VWUDWHJLF
KHGJHKRJV�LV�WKH�VXUYLYDO�RI�WKH�8QLWHG�6WDWHV�ZLWK�LWV�IXQGDPHQWDO�YDOXHV�DQG�SROLWLFDO
LQVWLWXWLRQV�LQWDFW��%XW�WZR�RWKHU�FRUH�QDWLRQDO�LQWHUHVWV�KDYH�WUDGLWLRQDOO\�EHHQ�LQYROYHG�
HFRQRPLF�SURVSHULW\�DQG�SURPRWLRQ�RI�YDOXHV��7KH�SXUSRVH�RI�WKLV�UHSRUW�LV�WR�H[DPLQH
KRZ�ZHOO�8�6��VWUDWHJLVWV�ZLOO�EH�DEOH�WR�PDLQWDLQ�WKH�IRFXV�RQ�¦RQH�ELJ�WKLQJ�§�ZKLOH
GHDOLQJ�ZLWK�RWKHU�FRPSOH[�QDWLRQDO�VHFXULW\�SUREOHPV�UHVXOWLQJ�IURP�WKH�LQWHUDFWLRQ�RI
DOO�WKUHH�FRUH�QDWLRQDO�LQWHUHVWV��7KH�YHKLFOHV�IRU�WKH�H[DPLQDWLRQ�DUH�WZR�NH\�XQFODVVLILHG
8�6��GRFXPHQWV��WKH�3UHVLGHQW©V�QDWLRQDO�VHFXULW\�VWUDWHJ\�DQG�WKH�&KDLUPDQ�RI�WKH�-RLQW
&KLHIV�RI�6WDII©V�GHULYDWLYH�QDWLRQDO�PLOLWDU\�VWUDWHJ\��7RJHWKHU��WKHVH�GRFXPHQWV�GHDO
ZLWK�WKH�SULPDU\�QDWLRQDO�VHFXULW\�LVVXHV�IDFLQJ�WKH�8QLWHG�6WDWHV�LQ�WKH�SRVW�&ROG�:DU
HUD��WKH�UROH�RI�$PHULFD�LQ�WKH�ZRUOG��DQG�WKH�SULRULW\�RI�HIIRUW�DQG�XVH�RI�IRUFH�QHFHVVDU\
IRU�WKDW�UROH�LI�WKH�8QLWHG�6WDWHV�LV�WR�FRQWLQXH�WR�DFKLHYH�LWV�WKUHH�FRUH�QDWLRQDO�LQWHUHVWV�
7KH�EDVLV�IRU�WKH�H[DPLQDWLRQ�LV�WKH�DVVXPSWLRQ�WKDW�WKH�IXWXUH�ZLOO�EH�PDUNHG�VRPHZKHUH
EHWZHHQ�WKH�SROHV�RI�7LPH©V�$UURZ�DQG�7LPH©V�&\FOH�E\�FKDQJH�DQG�FRQWLQXLW\�ZLWK�WKH
SDVW��,W�LV�QRW��DV�*DU\�:LOOV�QRWHV��DQ�HDV\�SRVLWLRQ�WR�ILQG�RU�WR�PDLQWDLQ�

,QVRIDU�DV�ZH�VWHHU�UDWLRQDOO\�WRZDUG�WKH�IXWXUH��ZH�GR�VR�E\�RXU�UHDU�YLHZ
PLUURU��7KHUH�LV�QR�ZLQGVKLHOG�EHFDXVH�WKHUH�LV�QRWKLQJ�WR�¦VHH§�XS�DKHDG�
:H�JR�IRUZDUG�E\�VHHLQJ�EDFNZDUG��%\�WUDFLQJ�WKH�WUDMHFWRU\�RI�SDVW
HYHQWV�ZH�H[WUDSRODWH�WR�IXWXUH�SRVLWLRQV��%XW�LI�ZH�WUDFH�RQO\�RQH�WUHQG�
WKH�FKDQFHV�RI�VWHHULQJ�ZHOO�DUH�VOLP��WRR�PDQ\�RWKHU�WKLQJV�ZLOO�MRVWOH�DQG
LQWHUDFW�ZLWK�WKH�VLPSOH�DUF�ZH�DUH�LPDJLQLQJ��7KDW�LV�ZK\�VR�PDQ\�VLPSOH
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UHIRUPV�RU�ILYH�\HDU�SODQV�RU�SODWIRUP�SOHGJHV�DUH�ERXQG�WR�JR�DZD\��HYHQ
ZLWK�WKH�EHVW�RI�ZLOHV��7KH�EHVW�JXLGHV�WR�WKH�IXWXUH�DUH�WKRVH�ZKRVH
NQRZOHGJH�RI�WKH�SDVW�LV�EURDGHVW�DQG�GHHSHVW��ZKR�DUH�PRVW�FDXWLRXV�DQG
DZDUH�RI�FRPSOH[LW\��OHDVW�FRQILGHQW�WKDW�WKH\�FDQ�¦VHH§�VRPHWKLQJ�XS

DKHDG�
��
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&+$37(5��

&+$1*(�$1'�&217,18,7<¤7+(�,668(6

�&RUH�QDWLRQDO�LQWHUHVWV��GHVFULEHG�E\�/RUG�3DOPHUVWRQ�LQ������DV�WKH�¦HWHUQDO§
DQG�XOWLPDWH�MXVWLILFDWLRQ�IRU�QDWLRQDO�SROLF\��FDQ�EH�GLYLGHG�LQWR�WKUHH�FDWHJRULHV�
SK\VLFDO�VHFXULW\��HFRQRPLF�SURVSHULW\��DQG�SURPRWLRQ�RI�YDOXHV�

��
�3K\VLFDO�VHFXULW\�UHIHUV

WR�WKH�SURWHFWLRQ�DJDLQVW�DWWDFN�RQ�WKH�WHUULWRU\�DQG�SHRSOH�RI�D�QDWLRQ�VWDWH�LQ�RUGHU�WR
HQVXUH�VXUYLYDO�ZLWK�IXQGDPHQWDO�YDOXHV�DQG�SROLWLFDO�V\VWHPV�LQWDFW��7KLV�FDWHJRU\
GRPLQDWHG�8�6��IRFXV�IRU�PRVW�RI�WKH�&ROG�:DU��ZLWK�FRQWDLQPHQW�RI�WKH�6RYLHW�8QLRQ�RQ
WKH�(XUDVLDQ�ODQGPDVV�DV�WKH�MXVWLILFDWLRQ�IRU�WKH�EXLOGXS�RI�IRUFHV�DQG�LQVWLWXWLRQV�WKDW
FDPH�WR�PDNH�XS�WKH�QDWLRQDO�VHFXULW\�VWDWH��,Q�WHUPV�RI�WKH�VHFRQG�FDWHJRU\�RI�SURVSHULW\
GXULQJ�WKDW�VDPH�SHULRG��WKH�8QLWHG�6WDWHV�ZDV�HFRQRPLFDOO\�VXSUHPH�LQ�WKH�ZRUOG�DV
GHPRQVWUDWHG�LQ�VXFK�%UHWWRQ�:RRG�LQVWLWXWLRQV�DV�WKH�:RUOG�%DQN�DQG�WKH�,QWHUQDWLRQDO
0RQHWDU\�)XQG�DQG�LQ�WKH�JOREDO�GRPLQDQFH�RI�WKH�GROODU�IRU�PXFK�RI�WKH�WLPH��)LQDOO\�
IRUHLJQ�SROLF\�IRU�$PHULFDQV�PXVW�DOVR�UHIOHFW�WKH�WKLUG�FDWHJRU\�RI�YDOXHV�IRU�ZKLFK�WKH\
EHOLHYH�WKH�8QLWHG�6WDWHV�VWDQGV��7KH�SURPRWLRQ�RI�WKHVH�YDOXHV�LQ�WKH�&ROG�:DU�ZDV
FDSWXUHG�LQ�WKH�FUXVDGH�RI�DQWL�&RPPXQLVP��ZKLFK�LQ�WXUQ�ZDV�HQKDQFHG�E\�LWV�OLQNDJH�WR
WKH�JHRVWUDWHJLF�JRDO�RI�FRQWDLQPHQW��¦,�EHOLHYH�§�3UHVLGHQW�7UXPDQ�GHFODUHG�LQ�WKH�0DUFK
�����GRFWULQH�QDPHG�IRU�KLP��¦WKDW�LW�PXVW�EH�WKH�SROLF\�RI�WKH�8QLWHG�6WDWHV�WR�VXSSRUW
IUHH�SHRSOHV�ZKR�DUH�UHVLVWLQJ�DWWHPSWHG�VXEMXJDWLRQ�������WR�ZRUN�RXW�WKHLU�RZQ�GHVWLQLHV

LQ�WKHLU�RZQ�ZD\�§
��

3ULRU�WR�WKH�&ROG�:DU��WKH�VWUDWHJLHV�WKDW�VHUYHG�WKHVH�FRUH�LQWHUHVWV�UDQJHG�IURP
WKH�JOREDO�WR�WKH�LQVXODU��7KH�GULYH�IRU�SK\VLFDO�VHFXULW\�LQ�WHUPV�RI�WKH�IRUPHU�VWUDWHJ\
ZDV�PDUNHG�E\�WKH�FRQFHSWV�RI�ERWK�EDODQFH�RI�SRZHU�DQG�WR�D�OHVVHU�H[WHQW��FROOHFWLYH
VHFXULW\��WKURXJKRXW�PXFK�RI�8�6��KLVWRU\��7KH�)RXQGLQJ�)DWKHUV��IRU�LQVWDQFH��SURWHFWHG
DQG�H[SDQGHG�WKH�LQGHSHQGHQFH�RI�WKH�QHZ�FRXQWU\�E\�VWDWHFUDIW�EDVHG�RQ�EDODQFH�RI
SRZHU��$QG�DOWKRXJK�WKDW�FRQFHSW�ZDV�FRQVLGHUHG�DW�WLPHV�DV�LPPRUDO�DQG�XQVWDEOH��ERWK
:RRGURZ�:LOVRQ�DQG�)UDQNOLQ�5RRVHYHOW�FRQVLGHUHG�LW�D�YLWDO�HQRXJK�PDWWHU�WR�OHDG�WKH
8QLWHG�6WDWHV�LQWR�WZR�:RUOG�:DUV��SULPDULO\�RULHQWHG�WRZDUG�SUHYHQWLQJ�D�VLQJOH
(XUDVLDQ�KHJHPRQ�IURP�HPHUJLQJ�ZLWK�D�FRQFRPLWDQW�FDSDELOLW\�WR�ZDJH�ZDU�RQ�WKH
FRQWLQHQWDO�8QLWHG�6WDWHV��,Q�D�VLPLODU�PDQQHU��:LOVRQ©V�FRQFHSW�RI�FROOHFWLYH�VHFXULW\
ZDV�SDUW�RI�D�ORQJ�WUDGLWLRQ�RI�DQWL�ZDU�VFKHPHV�UDQJLQJ�IURP�WKH�$PHULFDQ�3HDFH�6RFLHW\
LQ�WKH�����V�WR�WKH�+DJXH�&RQYHQWLRQV�RI������DQG�������0RUHRYHU��WKDW�FRQFHSW�LQ�RQH
VHQVH�ZDV�QRWKLQJ�PRUH�WKDQ�DQ�DWWHPSW�WR�UHJXODWH�WKH�EDODQFH�RQ�D�JOREDO�EDVLV�E\�D

FRPPXQLW\�RI�SRZHU�
��

7KH�RWKHU�H[WUHPH�FRQFHUQLQJ�QDWLRQDO�SK\VLFDO�VHFXULW\�ZDV�LVRODWLRQLVP��ZKLFK
VLPSO\�PHDQW�D�UHIXVDO�WR�PDNH�FRPPLWPHQWV�LQ�DGYDQFH�WKDW�PLJKW�GHWUDFW�IURP
$PHULFDQ�IUHHGRP�RI�DFWLRQ��7KLV�DSSURDFK�ZDV�SRSXODU�WKURXJKRXW�PXFK�8�6��KLVWRU\
EHFDXVH�LW�ZRUNHG��,W�ZDV�D�UHDOLVWLF�VWUDWHJ\�ZKHQ�WKHUH�ZHUH�IHZ�IRUHLJQ�WKUHDWV�DQG�WKH
QDWLRQ�ZDV�SUHRFFXSLHG�ZLWK�GRPHVWLF�GHYHORSPHQWV��7KH�SUREOHP�ZDV�WKDW�LQ�WKH
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PRGHUQ�DJH�GRPHVWLF�SUHVVXUHV�FRQWLQXHG�WR�VXVWDLQ��WKH�GDQJHURXV�LOOXVLRQ�WKDW�WKH
FRQFHSW�ZDV�VWLOO�YLDEOH��¦:KDW�JDYH�LVRODWLRQLVP�D�EDG�QDPH�ZDV�QRW�WKDW�LW�IDLOHG�WR
SURYLGH�VHFXULW\�WR�WKH�FRXQWU\�IRU�RYHU�D�FHQWXU\�§�7HUU\�'HLEHO�REVHUYHV��¦EXW�WKDW
$PHULFDQV�IDLOHG�WR�DEDQGRQ�LW�ZKHQ�WKH�FRQGLWLRQV�UHTXLUHG�IRU�LWV�VXFFHVV�GLVDSSHDUHG

DW�WKH�EHJLQQLQJ�RI�WKH�WZHQWLHWK�FHQWXU\�§
��

7KH�GLFKRWRP\�EHWZHHQ�WKH�JOREDO�DQG�LQZDUG�ORRNLQJ�VWUDWHJLHV�ZDV�DOVR�HYLGHQW
LQ�WKH�VHDUFK�IRU�HFRQRPLF�SURV�SHULW\��7KH�JOREDO�IRFXV�ZDV�LQKHUHQW�LQ�WKH�XQGHUO\LQJ
SKLORVRSKLFDO�EHOLHI�LQ�IUHH�WUDGH�DQG�HFRQRPLF�RSSRUWXQLWLHV�IRU�DOO�VWDWHV�WKDW�ZDV
SUHVHQW�WKURXJKRXW�PRVW�RI�$PHULFDQ�KLVWRU\��,Q�WKH�EHJLQQLQJ��WKH�QHZO\�LQGHSHQGHQW
8QLWHG�6WDWHV�ZDV�D�PLQRU�QDWLRQ�H[FOXGHG�IURP�WKH�PHUFDQWLOLVW�VFKHPHV�RI�WKH�PDMRU
SRZHUV�ZLWK�QR�KRSH�RI�HVWDEOLVKLQJ�VXFK�D�V\VWHP��$QG�LQ�WKH���WK�FHQWXU\��WKH�8�6�
2SHQ�'RRU�SROLF\�LQ�WKH�)DU�(DVW�UHIOHFWHG�D�EHOLHI�LQ�IUHH�DQG�HTXDO�DFFHVV�WR�UHJLRQDO
PDUNHWV�IRU�DOO�QDWLRQV��7KLV�FRQFHUQ�ZLWK�HTXDOLW\�RI�HFRQRPLF�RSSRUWXQLW\�DOVR�VSLOOHG
RYHU�WR�VHFXULW\�FRQFHUQV��7KXV��ZKLOH�EDODQFH�RI�SRZHU�UHPDLQHG�DQ�XQGHUO\LQJ�FDXVH�RI
$PHULFDQ�LQYROYHPHQW�LQ�FRQIOLFWV�ZLWK�(XURSHDQ�SRZHUV��WKH�ZDUV�RI������DQG�����
DOVR�LQYROYHG�PDLQWDLQLQJ�WKH�8�6��ULJKW�DV�D�QHXWUDO�WR�WUDGH�ZLWK�DQ\�DQG�DOO�EHOLJHUHQWV
LQ�WKH�FRQIOLFWV��2Q�WKH�RWKHU�KDQG��KLJK�WDULIIV�DQG�SURWHFWLRQLVP�UHSUHVHQWHG�WKH
KLVWRULFDO�LQZDUG�ORRNLQJ�VWUDWHJLHV�WKDW�JHQHUDOO\�SURYLGHG�FRQWLQXLW\�IURP�WKH�&LYLO�:DU
XQWLO�GLVFUHGLWHG�E\�WKH�*UHDW�'HSUHVVLRQ��ZKHQ�IUHH�WUDGH�RQFH�DJDLQ�EHFDPH�RUWKRGR[

$PHULFDQ�SROLF\�
��

,Q�D�VLPLODU�PDQQHU��IRU�PXFK�RI�LWV�KLVWRU\�WKH�8QLWHG�6WDWHV�SURPRWHG�LWV�YDOXHV
E\�H[DPSOH��WKH�ROGHVW�IRUP�RI�¦FLW\�XSRQ�D�KLOO§�SURMHFWLRQ��7KH�FKDQJH�IURP�WKLV
LQZDUG�RULHQWHG�¦JUHDW�H[HPSODU§�VWUDWHJ\�EHJDQ�ZLWK�8�6��LQYROYHPHQW�LQ�IRUHLJQ�ZDUV�
ZKHQ�LW�EHFDPH�DSSDUHQW�WKDW�LGHDOLVP�ZDV�D�QHFHVVDU\�LQJUHGLHQW�WR�VXVWDLQ�SXEOLF
VXSSRUW��:KHWKHU�LW�ZDV�:LOVRQ�LQ������FLWLQJ�WKH�QHHG�WR�PDNH�WKH�ZRUOG�VDIH�IRU
GHPRFUDF\�RU�)'5©V�UHIRUPLVW�WHUPV�LQ�WKH�$WODQWLF�&KDUWHU��$PHULFDQ�SUHVLGHQWV�KDYH
ORQJ�DYRLGHG�XVLQJ�EDODQFH�RI�SRZHU�DV�WKH�SULPDU\�UDWLRQDOH�IRU�IRUFH��,Q�PRUH�UHFHQW
WLPHV�DV�WKH�&ROG�:DU�GUHZ�WR�DQ�HQG��WKH�SURPRWLRQ�RI�KXPDQ�ULJKWV�DQG�GHPRFUDF\
UHHPHUJHG�VHSDUDWHO\�IURP�DQWLFRPPXQLVP��3UHVLGHQW�&DUWHU�EHJDQ�WKH�SURFHVV�ZLWK�DQ
HPSKDVLV�RQ�KXPDQ�ULJKWV�WKDW�HYHQWXDOO\�VXFFXPEHG�WR�FRPSURPLVHV�RQ�FRQWDLQPHQW�
RULHQWHG�VHFXULW\�LVVXHV�UDQJLQJ�IURP�6RXWK�.RUHD�WR�WKH�3KLOLSSLQHV��3UHVLGHQW�5HDJDQ
VXEVHTXHQWO\�FKDQJHG�WKH�IRFXV�RI�YDOXH�SURMHFWLRQ�IURP�WKH�SURWHFWLRQ�RI�LQGLYLGXDOV
DJDLQVW�VWDWH�SRZHU�WR�WKH�SURPRWLRQ�RI�DQ�$PHULFDQ�VW\OH�RI�JRYHUQPHQW�DQG�HFRQRPLFV�
%\�������DV�&RPPXQLVW�UHJLPHV�FUXPEOHG�HYHU\ZKHUH��6HFUHWDU\�RI�6WDWH�%DNHU�FRXOG
UHFRPPHQG�WKDW�WKH�EDVLV�IRU�8�6��GLSORPDF\�VKRXOG�EH�WKH�JOREDO�¦SURPRWLRQ�DQG

FRQVROLGDWLRQ�RI�GHPRFUDF\�§
��

7KLV�FRQQHFWLRQ�RI�YDOXHV�DQG�VHFXULW\�LV�RQFH�DJDLQ�D�UHPLQGHU�WKDW�DOO�WKUHH�FRUH
QDWLRQDO�LQWHUHVWV�IRUP�DQ�HQGXULQJ�EDVLV�IRU�DQDO\VLV�RI�WKH�NH\�QDWLRQDO�VHFXULW\�LVVXHV
IDFLQJ�WKH�8QLWHG�6WDWHV�LQ�WKH�FXUUHQW�WUDQVLWLRQ��SHULRG��7KH�ILUVW�LVVXH�FRQFHUQLQJ�WKH
UROH�RI�$PHULFD�LQ�WKH�ZRUOG��IRU�LQVWDQFH��LV�LQH[WULFDEO\�WLHG�WR�WKH�GHYHORSPHQW�RI
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VWUDWHJLHV�IRU�PDLQWDLQLQJ�WKH�SK\VLFDO�VHFXULW\�RI�WKLV�FRXQWU\��7KHVH�VWUDWHJLHV�LQ�WXUQ
ZLOO�GHSHQG�XSRQ�WKRVH�GHYHORSHG�WR�DFKLHYH�WKH�RWKHU�FRUH�LQWHUHVWV��HFRQRPLF�SURVSHULW\
DQG�SURPRWLRQ�RI�$PHULFDQ�YDOXHV��7KLV�W\SH�RI�FRPSOH[�LQWHUDFWLRQ�ZLOO�DOVR�GHWHUPLQH
WKH�RXWFRPH�RI�WKH�RWKHU�WZR�SULQFLSDO�SRVW�&ROG�:DU�VHFXULW\�LVVXHV�LQYROYLQJ�WKH�XVH�RI
QDWLRQDO�LQWHUHVWV�DV�D�EDVLV�IRU�WKH�HVWDEOLVKPHQW�RI�SULRULWLHV�DQG�WKH�FRQFRPLWDQW�XVH�RI
PLOLWDU\�IRUFH�

7KH�*OREDO�5ROH�RI�WKH�8QLWHG�6WDWHV�

,Q�WKH�LPPHGLDWH�ZDNH�RI�WKH�&ROG�:DU��WKHUH�ZDV�D�UHIRFXV�RQ�LGHRORJ\�DV�D
SULPH�GHWHUPLQDQW�RI�WKH�UROH�RI�WKH�8QLWHG�6WDWHV�LQ�D�ZRUOG�ZLWKRXW�DSSDUHQW�RYHUULGLQJ
WKUHDWV��2QFH�DJDLQ�WKH�RSSRVLWH�SROHV�RI�LVRODWLRQLVP�DQG�:LOVRQLDQ�LQWHUQDWLRQDOLVP
DSSHDUHG�DV�DOWHUQDWLYHV�WKDW�VSOLW�WKH�OLEHUDO�DQG�FRQVHUYDWLYH�FDPSV�LQ�$PHULFDQ�SROLWLFV�
/LEHUDO�LQWHUQDWLRQDOLVWV�FRQFHUQHG�ZLWK�KXPDQ�ULJKWV�MRLQHG�IRUFHV�ZLWK�VR�FDOOHG�QHR�
FRQVHUYDWLYHV�LQ�DQ�¦XSGDWHG�:LOVRQLDQLVP§�IRFXVHG�RQ�WKH�JOREDO�DGYDQFHPHQW�RI
GHPRFUDF\��$W�WKH�VDPH�WLPH��RWKHU�OLEHUDOV�DFWLQJ�LQ�WKH�0F*RYHUQLWH�WUDGLWLRQ�RI�¦&RPH
+RPH�$PHULFD§�WRRN�WKH�VLGH�RI�WKH�FRQVHUYDWLYH�LVRODWLRQLVWV�PXFK�DV�1RUPDQ�7KRPDV

DQG�5REHUW�7DIW�KDG�LQ�WKH�����V�
��

6RRQ��KRZHYHU��WKH�TXHVWLRQ�RI�$PHULFD©V�UROH�LQ�WKH�ZRUOG�UHWXUQHG�WR�WKH
WUDGLWLRQDO�FRQQHFWLRQ�EHWZHHQ�WKH�FRUH�HFRQRPLF�DQG�VHFXULW\�LQWHUHVWV��¦:H�DUH�D
WUDGLQJ�QDWLRQ�§�6HFUHWDU\�RI�'HIHQVH�&KHQH\�VWDWHG�LQ�������¦DQG�RXU�SURV�SHULW\�LV
OLQNHG�WR�SHDFH�DQG�VWDELOLW\�LQ�WKH�ZRUOG���������6LPSO\�VWDWHG��WKH�ZRUOGZLGH�PDUNHW�WKDW
ZH©UH�SDUW�RI�FDQQRW�WKULYH�ZKHUH�UHJLRQDO�YLROHQFH��LQVWDELOLW\��DQG�DJJUHVVLRQ�SXW�LW�DW
SHULO�§

��
�7KH�HFRQRPLF�LPSHUDWLYH�IHG�LQWR�QDWLRQDO�FRQFHUQV�ZLWK�SRVVLEOH�HPHUJLQJ

SRVW�&ROG�:DU�WKUHDWV�WR�WKH�SK\VLFDO�VHFXULW\�RI�WKH�8QLWHG�6WDWHV��7KDW�VDPH�\HDU��WKH
3HQWDJRQ©V�GUDIW�'HIHQVH�3ODQQLQJ�*XLGDQFH�IRU�)LVFDO�<HDUV�����������ZDV�OHDNHG�WR
WKH�SUHVV��$PRQJ�WKH�FRQFOXVLRQV�RI�WKDW�GRFXPHQW�ZDV�WKDW�RXWVLGH�WKH�IRUPHU�6RYLHW
8QLRQ�

WKHUH�DUH�RWKHU�SRWHQWLDO�QDWLRQV�RU�FRDOLWLRQV�WKDW�FRXOG��LQ�WKH�IXUWKHU
IXWXUH��GHYHORS�VWUDWHJLF�DUPV�DQG�D�GHIHQVH�SRVWXUH�RI�UHJLRQ�ZLGH�RU
JOREDO�GRPLQDWLRQ��2XU�VWUDWHJ\�PXVW�QRZ�UHIRFXV�RQ�SUHFOXGLQJ�WKH
HPHUJHQFH�RI�DQ\�SRWHQWLDO�IXWXUH�JOREDO�FRPSHWLWRU���������7KH�8�6��PXVW
VKRZ�WKH�OHDGHUVKLS�QHFHVVDU\�WR�HVWDEOLVK�DQG�SURWHFW�D�QHZ�RUGHU�WKDW
KROGV�WKH�SURPLVH�RI�FRQYLQFLQJ�SRWHQWLDO�FRPSHWLWRUV�WKDW�WKH\�QHHG�QRW
DVSLUH�WR�D�JUHDWHU�UROH�RU�SXUVXH�D�PRUH�DJJUHVVLYH�SRVWXUH�WR�SURWHFW�WKHLU

OHJLWLPDWH�LQWHUHVWV��������
��

7KH�HQVXLQJ�GHEDWH�RYHU�WKLV�VR�FDOOHG�VWUDWHJ\�RI�SUHSRQGHUDQFH�RU�SULPDF\�KDV
WRXFKHG�XSRQ�DOO�FRUH�LQWHUHVWV�RI�WKH�8QLWHG�6WDWHV��2Q�WKH�RQH�KDQG�WKHUH�DUH�WKRVH�ZKR
VHH�SRZHU�DV�OHVV�IXQJLEOH�LQ�DQ�HUD�RI�GHFUHDVHG�VHFXULW\�FRQFHUQV��ZLWK�WKH�8QLWHG�6WDWHV
PRYLQJ�TXLFNO\�WR�URXJK��HTXLOLEULXP�DPRQJ�VWDWHV�LQ�D�PXOWLSRODU�ZRUOG�

��
��7KDW�VWDWH�RI



�

DIIDLUV�LV�DV�XQDFFHSWDEOH�WR�WKH�¦XQLSRODULVWV§�DV�WKH�GLVSODFHPHQW�RI�WKH�8QLWHG�6WDWHV�DV
WKH�RQO\�VXSHUSRZHU�

��
�6RPHZKHUH�EHWZHHQ�WKHVH�WZR�SROHV�DUH�WKRVH�OLNH�&KULVWRSKHU

/D\QH�ZKR�VHH�DV�WKH�RQO\�DQVZHU�IRU�WKH�8QLWHG�6WDWHV�D�UHWXUQ�WR���WK�FHQWXU\
5HDOSROLWLN��LQ�ZKLFK�FRUH�VHFXULW\�LQWHUHVWV�PXVW�XOWLPDWHO\�GRPLQDWH�WKRVH�FRQFHUQHG
ZLWK�YDOXHV�DQG�HFRQRPLFV��¦7R�DYRLG�IULJKWHQLQJ�RWKHUV�§�KH�FRQFOXGHV�LQ�WKLV�UHJDUG�
¦WKH�8QLWHG�6WDWHV�VKRXOG�HVFKHZ�D�YDOXH�SURMHFWLRQ�SROLF\�DQG�PRGHUDWH�ERWK�LWV�UKHWRULF
DQG�LWV�DPELWLRQV�§

��
�$QG�EHFDXVH�LQVWDELOLW\�ZLOO�DOZD\V�EH�SHUFHLYHG�DV�KDYLQJ

GDQJHURXV�LPSOLFDWLRQV�IRU�$PHULFDQ�SURVSHULW\�LQ�DQ�HFRQRPLFDOO\�LQWHUGHSHQGHQW�ZRUOG�
WKHUH�LV�D�SRWHQWLDO�RSHQ�HQGHGQHVV�WR�WKLV�FRQQHFWLRQ�LQ�DQ�LQWHUQDWLRQDO�HQYLURQPHQW�LQ
ZKLFK�LQVWDELOLW\�LV�WKH�QRUP��,W�LV�D�OLQNDJH�LQ�7LPH©V�&\FOH�FDSWXUHG�E\�/RUG�5RVHEHUU\
DW�WKH�KHLJKW�RI�%ULWLVK�SRZHU�LQ�WKH���WK�FHQWXU\�

2XU�FRPPHUFH�LV�VR�XQLYHUVDO�DQG�VR�SHQHWUDWLQJ�WKDW�VFDUFHO\�DQ\
TXHVWLRQ�FDQ�DULVH�LQ�DQ\�SDUW�RI�WKH�ZRUOG�ZLWKRXW�LQYROYLQJ�%ULWLVK
LQWHUHVWV��7KLV�FRQVLGHUDWLRQ��LQVWHDG�RI�ZLGHQLQJ�UDWKHU�FLUFXPVFULEHV�WKH
ILHOG�RI�RXU�DFWLRQV��)RU�GLG�ZH�QRW�VWULFWO\�OLPLW�WKH�SULQFLSOH�RI
LQWHUYHQWLRQ�ZH�VKRXOG�DOZD\V�EH�VLPXOWDQHRXVO\�HQJDJHG�LQ�VRPH�IRUW\

ZDUV�
��

%XW�LW�LV�LQ�WKH�XOWLPDWH�WLH�WR�WKH�FRUH�LQWHUHVW�RI�SK\VLFDO�VHFXULW\�WKDW�PRVW�UHDOLVW
FULWLFLVP�RI�DQ\�$PHULFDQ�SULPDF\�LV�RULHQWHG��,Q�D�VWUXFWXUDOO\�UHDOLVW��VHOI�KHOS�V\VWHP�RI
LQWHUQDWLRQDO�SROLWLFV��WKH�DUJXPHQW�JRHV��HDFK�VWDWH�LV�SULQFLSDOO\�FRQFHUQHG�ZLWK�QDWLRQDO
VXUYLYDO��(YHQ�D�VR�FDOOHG�¦EHQLJQ§�KHJHPRQ�LQ�VXFK�D�ZRUOG�ZLOO�FUHDWH�D�SHUVSHFWLYH
WKDW�ZLOO�LQYLWH�EDODQFLQJ��DV�GLG�*UHDW�%ULWDLQ�LQ�WKH�9LFWRULDQ�DQG�(GZDUGLDQ�HUDV��¦,W
KDV�VRPHWLPHV�VHHPHG�WR�PH�§�/RUG�6DQGHUVRQ�DGYLVHG�WKH�%ULWLVK�)RUHLJQ�2IILFH�LQ
������¦WKDW�WR�D�IRUHLJQHU�������WKH�%ULWLVK�(PSLUH�PXVW�DSSHDU�LQ�WKH�OLJKW�RI�VRPH�KXJH
JLDQW�VSUDZOLQJ�RYHU�WKH�JOREH��ZLWK�JRXW\�ILQJHUV�DQG�WRHV�VWUHWFKLQJ�LQ�HYHU\�GLUHFWLRQ�
ZKLFK�FDQQRW�EH�DSSURDFKHG�ZLWKRXW�HOLFLWLQJ�D�VFUHDP�§

��
�,Q�VXFK�D�FRQWH[W��WKH�FULWLFV�RI

8�6��SULPDF\�SRLQW�RXW��WR�H[SHFW�LQ�WKH�IXWXUH�WKDW�VWDWHV�OLNH�*HUPDQ\�DQG�-DSDQ�ZLOO
UHPDLQ�XQGHU�DQ�$PHULFDQ�OHG�VHFXULW\�DQG�HFRQRPLF�V\VWHP�LV�WR�PDNH�WKH�XQOLNHO\
DVVXPSWLRQ�WKDW�UDWKHU�WKDQ�EDODQFH�DJDLQVW�8�6��KHJHPRQ\��VWDWHV�ZLOO�FRQWLQXH�WR
EDQGZDJRQ�ZLWK�WKH�UHPDLQLQJ�VXSHUSRZHU�

7KLV�LV�WKH�SDUDGR[LFDO�FRUH�RI�WKH�UHDOLVW�FULWLTXH��7KH�KDUGHU�WKH�8QLWHG�6WDWHV
VHHNV�WR�UHWDLQ�LWV�SULPDF\��WKH�JUHDWHU�WKH�LQFHQWLYH�IRU�RWKHU�VWDWHV�WR�VHHN�WR�EHFRPH
JUHDW�SRZHUV��$QG�WKH�ORQJHU�WKH�8QLWHG�6WDWHV�DFWV�DV�D�KHJHPRQ��WKH�PRUH�LW�ZHDNHQV
LWVHOI�LQ�UHODWLYH�SRZHU�WR�WKH�HPHUJLQJ�JUHDW�SRZHUV�DV�WKH�FRVW�RI�VXVWDLQLQJ�SUHHPLQHQFH
EHJLQV�WR�FKLS�DZD\�DW�LWV�HFRQRPLF�VWUHQJWK�DQG�KHQFH�LWV�HFRQRPLF�DQG�PLOLWDU\
FDSDELOLWLHV��¦>,@Q�LQWHUQDWLRQDO�SROLWLFV�§�.HQQHWK�:DOW]�FRQFOXGHV�RQ�WKLV�SRLQW�

¦ZLQQLQJ�OHDGV�WR�ORVLQJ�§
��

�
7KH�LPSOLFDWLRQV�RI�WKLV�FULWLTXH�DUH�FOHDUFXW��,Q�DQ�HQYLURQPHQW�LQ�ZKLFK�LW�ZLOO

LQHYLWDEO\�PRYH�IURP�WKH�¦JHRSROLWLFDO�LQWHUOXGH§�RI�XQLSRODULW\�WR�PXOWLSRODULW\��WKH



��

8QLWHG�6WDWHV�PXVW�DUUHVW�LWV�UHODWLYH�GHFOLQH�ZKLOH�PLQLPL]LQJ�SURYRFDWLRQV�IRU�RWKHU
VWDWHV�WR�EDODQFH�DJDLQVW�LW��$PHULFD©V�RSWLPDO�DSSURDFK��&KULVWRSKHU�/D\QH�FRQFOXGHV�

LV�WR�PDNH�LWV�SRZHU�SRVLWLRQ�VLPLODU�WR�*ROGLORFNV©�SRUULGJH��QRW�WRR
VWURQJ��ZKLFK�ZRXOG�IULJKWHQ�RWKHUV�LQWR�EDODQFLQJ�DJDLQVW�WKH�8QLWHG
6WDWHV��QRW�WRR�ZHDN��ZKLFK�ZRXOG�LQYLWH�RWKHUV�WR�H[SORLW�$PHULFDQ
YXOQHUDELOLWLHV��EXW�MXVW�ULJKW¤�VWURQJ�HQRXJK�WR�GHIHQG�$PHULFDQ�LQWHUHVWV�

ZLWKRXW�SURYRNLQJ�RWKHUV�
����

)RU�/D\QH��WKLV�LQ�WXUQ�UHTXLUHV�D�¦OLPLWHG�OLDELOLW\§�VWUDWHJ\�ZLWK�D�SRVWXUH�RI
¦GLVFULPLQDWLQJ�GHWDFKPHQW§¤DOO�UHPLQLVFHQW�RI�%ULWDLQ©V�HDUOLHU�PDULWLPH�RULHQWHG�JUDQG
VWUDWHJLF�UROH�DV�RII�VKRUH�EDODQFHU�DQG�DOO�SRVVLEOH�LQ�D�SRVW�&ROG�:DU�HUD�WKDW��&KDUOHV
.UDXWKDPPHU�FRQFOXGHV��¦>Z@LWK�LGHRORJ\�EOHDFKHG�IURP�WKH�V\VWHP��������ZLOO�UHVHPEOH
WKH�EDODQFH�RI�SRZHU�ZRUOG�RI�WKH�ODWH�QLQHWHHQWK�FHQWXU\�§

��
�)RU�WKH�8QLWHG�6WDWHV�WKLV

VWUDWHJLF�LQGHSHQGHQFH�LV�D�¦KHGJLQJ�VWUDWHJ\§�WKDW�ZRXOG�LQYROYH�WKH�$PHULFDQ�PLOLWDU\
RQO\�LI�RWKHU�VWDWHV�IDLOHG�WR�EDODQFH�HIIHFWLYHO\�DJDLQVW�D�ZRXOG�EH�KHJHPRQ�RQ�WKH
(XUDVLDQ�ODQG�PDVV��2WKHUZLVH��OLNH�*UHDW�%ULWDLQ�HDUOLHU�LQ�7LPH©V�&\FOH��DQ�LQVXODU
$PHULFD�ZLWK�QR�PDMRU�WKUHDW�FRXOG�XVH�LWV�VHD��DQG�DLU��VXSUHPDF\�WR�SURYLGH�ORJLVWLFV�

WUDQVSRUWDWLRQ�DQG�LQWHOOLJHQFH�DVVHWV�WR�DOOLHV�ZLWKRXW�GLUHFW�PLOLWDU\�LQYROYHPHQW�
��

7KH�SUREOHPV�ZLWK�VXFK�DQ�LQGLUHFW�DSSURDFK�IRU�WKH�8QLWHG�6WDWHV�DUH�PDQLIROG�
)LUVW�RI�DOO��LW�LJQRUHV�WKH�IRUFHV�RI�KLVWRU\�WKDW�GUHZ�*UHDW�%ULWDLQ�WR�D�FRQWLQHQWDO�VWUDWHJ\
LQ�WKH���WK�FHQWXU\��$QG�ZKLOH�WKHUH�ZHUH�PDQ\�UHDVRQV�WR�ODPHQW�WKLV�IDFW��DV�/LGGHOO
+DUW�KDV�GHPRQVWUDWHG��WKH�FRQFHUQ�ZLWK�GHIHFWLRQ�E\�(XURSHDQ�DOOLHV�ZLWKRXW�D�IXOO
%ULWLVK�FRQWLQHQWDO�FRPPLWPHQW�ZDV�FHUWDLQO\�UHDO�HQRXJK��7KDW�W\SH�RI�FRQFHUQ�VWLOO
REWDLQV�ZLWK�D�OLPLWHG�OLDELOLW\�SROLF\�WKDW�¦IRUFHV�WKH�FRQWLQHQWDO�DOO\¤WKH�VWDWH�PRVW�DW
ULVN¤WR�DVVXPH�WKH�SULPDU\�UHVSRQVLELOLW\�IRU�RSSRVLQJ�WKH�SRWHQWLDO�DJJUHVVRU�§

��
�)RU

*HUPDQ\�DQG�-DSDQ��VXFK�D�SROLF\�ZRXOG�DVVXUHGO\�SUHYHQW�WKHLU�SRWHQWLDO�HPHUJHQFH��DV
VRPH�KDYH�DUJXHG��DV�WKH�ILUVW�¦JOREDO�FLYLOLDQ�SRZHUV�§

��
�$W�WKH�RSSRVLWH�H[WUHPH��DV�RQH

DQDO\VW�KDV�SRVWXODWHG�FRQFHUQLQJ�*HUPDQ\�DQG�DQ�$PHULFDQ�ZLWKGUDZDO�IURP�(XURSH�
WKHUH�LV�WKH�VSHFWHU�RI�¦D�KHDY\�KDQGHG�URJXH�HOHSKDQW§�GULYHQ�E\�¦PLOLWDUL]DWLRQ�

QXFOHDUL]DWLRQ��DQG�FKURQLFDOO\�LQVHFXUH�SROLFLHV�§
��

6HFRQG��D�JOREDO�RII�VKRUH�¦EDODQFHU§�UROH�IRU�WKH�8QLWHG�6WDWHV�LV�EDVHG�RQ�WKH
FODVVLFDO���WK�FHQWXU\�FRQFHSW�RI�EDODQFH�RI�SRZHU��D�¦PRGHO�IRU�WKH�FRQGXFW�RI
LQWHUQDWLRQDO�UHODWLRQV�§�0LFKDHO�+RZDUG�FRQFOXGHV��¦WKDW�������KDG�VLPSO\�FHDVHG�WR�ZRUN
E\�WKH�EHJLQQLQJ�RI�WKLV�FHQWXU\��QRW�EHFDXVH�RI�XQVNLOOIXO�VWDWHFUDIW��EXW�EHFDXVH�WKH
KHUPHWLF�V\VWHP�LQ�ZKLFK�LW�KDG�EHHQ�HIIHFWLYH�KDG�FHDVHG�WR�H[LVW��7KH�PRUH�GHPRFUDWLF
VRFLHWLHV�EHFDPH�WKH�OHVV�SRVVLEOH�LW�ZDV�IRU�WKH��V\VWHP�WR�VXUYLYH�§

��
�,Q�DGGLWLRQ��WKH�RII�

VKRUH�$PHULFDQ�UROH�ZLWK�LWV�DOWHUQDWLYH�RI�LPSHULDO�RYHUVWUHWFK�SDLQWV�D�IDOVH�GLFKRWRP\
EHWZHHQ�GRPHVWLF�UHQHZDO�DQG�JOREDO�VHFXULW\�LQ�WKH�SRVW�&ROG�:DU�WUDQVLWLRQ�SHULRG��7KH
HFRQRPLF�KHDOWK�RI�WKH�8QLWHG�6WDWHV�LV�EDVLFDOO\�DQG�IXQGDPHQWDOO\�LQWHUWZLQHG�ZLWK
LQWHUQDWLRQDO�DIIDLUV��$QG�WKDW�LQWHUGHSHQGHQW�FRQQHFWLRQ��5REHUW�$UW�DUJXHV��LV�GLUHFWO\



��

OLQNHG�WR�WKH�FRQWLQXLW\�RI�WKH�&ROG�:DU�VHFXULW\�HIIRUW�LQ�WKLV�WUDQVLWLRQ�

,W�LV�QRW�HFRQRPLF�LQWHUGHSHQGHQFH�WKDW�KDV�EURXJKW�SHDFH�DPRQJ�WKH�JUHDW
SRZHUV��5DWKHU��WKH�FDXVDO�DUURZ�UXQV�WKH�RWKHU�ZD\��WKH�SHDFH�ZURXJKW�E\
QXFOHDU�GHWHUUHQFH�KDV�PDGH�HFRQRPLF�LQWHUGHSHQGHQFH�SRVVLEOH�EHFDXVH�LW
KDV�EHHQ�UHQGHUHG�VDIH��,I�WKHUH�LV�OLWWOH�OLNHOLKRRG�RI�ODUJH�VFDOH�ZDU��WKHQ
VWDWHV�ZLOO�EH�OHVV�FRQFHUQHG�DERXW�WKH�GHSHQGHQFLHV�WKDW�HFRQRPLF
LQWHUGHSHQGHQFH�FUHDWHV�DQG�OHVV�ZRUULHG�DERXW�UHVLVWLQJ�WKH�UHODWLYH
HFRQRPLF�GLVDGYDQWDJHV�WKDW�RSHQ�PDUNHWV�SURGXFH��:KHQ�ZDU�DSSHDUV�WR
EH�REVROHWH��VWDWHV�GR�QRW�ZRUU\�DV�PXFK�DERXW�WKH�PLOLWDU\�DGYDQWDJHV�WKDW
FRXOG�EH�GHULYHG�IURP�HFRQRPLF�GHSHQGHQFLHV�DQG�LQHTXDOLWLHV��:LWK

SHDFH�DVVXUHG��UHODWLYH�HFRQRPLF�DGYDQWDJHV�ORVH�WKHLU�PLOLWDU\�WKUHDW�
��

)LQDOO\��WKH�RII�VKRUH�EDODQFHU�UROH�LJQRUHV�WKH�IXQGDPHQWDO�OLQNDJH�RI�YDOXHV�WR
JOREDO�HQJDJHPHQW�IRU�WKH�8QLWHG�6WDWHV�7KH�FRQQHFWLRQ�KDV�EHHQ�HQKDQFHG�E\�WKH
FRPPXQLFDWLRQ�LQIRUPDWLRQ�UHYROXWLRQ�WKDW�KDV�HPSRZHUHG�WKH�LQGLYLGXDO�DQG�QRW��DV
*HRUJH�2UZHOO�IHDUHG��WKH�VWDWH��¦7KH�ID[�§�LQ�$OEHUW�:RKOVWHWWHU©V�PHPRUDEOH�SKUDVH�
¦VKDOO�PDNH�\RX�IUHH�§

��
�$OO�WKLV��LQ�WXUQ��KDV�OHG�LQ�WKH�SRVW�&ROG�:DU�HUD�QRW�WR�D

GLVHQJDJHPHQW�RI�YDOXHV�IURP�JOREDO�LQYROYHPHQW��EXW�UDWKHU�WR�D�UHIRFXV�RQ�WKH
SURPRWLRQ�RI�VXFK�YDOXHV��SDUWLFXODUO\�GHPRFUDF\��7KH�NH\�WR�WKLV�JRDO�FDQ�EH�WUDFHG�DV
IDU�EDFN�DV�,PPDQXHO�.DQW�ZKR�SRVWXODWHG�WKDW�OLEHUDO�JRYHUQPHQWV�ZRXOG�VHHN�WR�DYRLG
ZDUV��(YHU�VLQFH��WKHUH�KDYH�EHHQ�ZLGH�VSUHDG��EXW�IDLOHG��VFKRODUO\�DWWHPSWV�WR
GHPRQVWUDWH�WKDW�GHPRFUDFLHV�DUH�QRW�DV�SURQH�DV�DXWKRULWDULDQ�VWDWHV�WR�JR�WR�ZDU��0RUH
UHFHQWO\��KRZHYHU��VRFLDO�VFLHQWLVWV�KDYH�UHFDVW�WKH�.DQWLDQ�K\SRWKHVLV�WR�VXJJHVW�WKDW�LW�LV
QRW�WKDW�GHPRFUDFLHV�GRQ©W�LQGXOJH�LQ�ZDU��EXW�WKDW�GHPRFUDFLHV�GR�QRW�JR�WR�ZDU�ZLWK
HDFK�RWKHU��$QG�DOWKRXJK�VRPH�VWXGLHV�KDYH�VXEVWDQWLDWHG�WKLV�UHFRQFHSWLRQDOL]DWLRQ�RI
WKH�RULJLQDO�WKHVLV��WKHUH�LV�VWLOO�URRP��DV�0LFKDHO�+RZDUG�FRQFOXGHV��IRU�VNHSWLFLVP�

,�ZRXOG�OLNH�WR�EHOLHYH�WKRVH�RI�P\�DFDGHPLF�FROOHDJXHV�ZKR�GHFODUH�WKDW
PDWXUH�GHPRFUDFLHV�QHYHU�JR�WR�ZDU�ZLWK�RQH�DQRWKHU��EXW�,�ZRXOG�QRW�OD\
DQ\�PRQH\�RQ�LW��'HPRFUDF\�LV�D�YHU\�HODVWLF�WHUP��'HPRFUDWLF�LQVWLWXWLRQV
DUH�OLDEOH�WR�GHFD\�DQG�DEXVH��DQG�HOHFWRUDWHV�FDQ�VKRZ�WKHPVHOYHV�WR�EH
UHPDUNDEO\�LPPDWXUH�LQ�WKHLU�SROLWLFDO�MXGJHPHQW��(YHQ�LQ�GHPRFUDFLHV�
HFRQRPLF�IDLOXUH�LV�OLDEOH�WR�WULJJHU�VRFLDO�GLVRUGHU��VRFLDO�GLVRUGHU�WR
WULJJHU�LQWHUQHFLQH�YLROHQFH��DQG�LQWHUQHFLQH�YLROHQFH�WR�WULJJHU�UHJLRQDO�LI
QRW�JOREDO�LQVWDELOLW\��7KHUH�LV�QRWKLQJ�QHFHVVDULO\�SHUPDQHQW�DERXW
GHPRFUDFLHV¤HYHQ�IRU�WKHP��HYHQ��IRU�WKH�8�6��LWVHOI��KLVWRU\�PD\�KDYH

VRPH�QDVW\�WULFNV�XS�LWV�VOHHYH�
��

,Q�DQ\�HYHQW��WKH�FXUUHQW�LQWHUHVW�LQ�GHPRFUDF\�LV�D�UHPLQGHU�WKDW�DEVHQW�WKH�8665�
WKH�8QLWHG�6WDWHV�LV�WKH�RQO\�PDMRU�SRZHU�ZLWK�D�VHW�RI�XQLYHUVDO�SROLWLFDO�DQG�HFRQRPLF
YDOXHV�WKDW�GHILQHV�LWV�QDWLRQDO�LGHQWLW\��,Q�VXFK�D�FRQWH[W��GHPRFUDF\��PDUNHW�FDSLWDOLVP�
DQG�D�OLEHUDO�LQWHUQDWLRQDO�HFRQRPLF�RUGHU�DUH�LQH[WULFDEO\�HQWZLQHG��,I�WKH�8QLWHG�6WDWHV



��

ZHUH�WR�FRQYHUW�WR�SDUWLFXODULVP�DQG�EHFRPH�HVVHQWLDOO\�OLNH�RWKHU�JUHDW�SRZHUV�IRFXVHG
H[FOXVLYHO\�RQ�LWV�RZQ�HFRQRPLF�DQG�VHFXULW\�LQWHUHVWV��LW�ZRXOG�ORVH�LWV�FRQQHFWLRQ�WR�LWV
XQLYHUVDO�IRXQGLQJ�YDOXHV�DQG�SULQFLSOHV��PXFK�WKH�ZD\�WKH�6RYLHW�8QLRQ�GLG�ZLWK
0DU[LVP���/HQLQLVP��7KH�DEGLFDWLRQ�RI�XQLYHUVDOLVW�FODLPV�DQG�VXSHUSRZHU
UHVSRQVLELOLWLHV�FRXOG�FDXVH�DQ�LQZDUGO\�IRFXVHG�ORVV�RI�WKH�RYHUDUFKLQJ�FRQYLFWLRQV�WKDW
KROG�WKH�8QLWHG�6WDWHV�WRJHWKHU��EULQJLQJ�DERXW�LQVWHDG��DV�LW�GLG�LQ�WKH�8665��D

GLVLQWHJUDWLRQ�LQWR�SDUWLFXODULVW�HWKQLF��UHOLJLRXV�DQG�OLQJXLVWLF�SDUWV�
��

7KLV�W\SH�RI�¦OLWWOH�(QJODQG§�WKLQNLQJ�ZDV�VXPPDUL]HG�E\�7KRPDV�0DFXOD\�LQ�KLV
�����DSSURDFK�WR�%ULWLVK�IRUHLJQ�SROLF\�

,�GR�QRW�VD\�WKDW�ZH�RXJKW�WR�SUHIHU�WKH�KDSSLQHVV�RI�RQH�SDUWLFXODU�VRFLHW\
WR�WKH�KDSSLQHVV�RI�PDQNLQG��EXW�,�VD\�WKDW��E\�H[HUWLQJ�RXUVHOYHV�WR
SURPRWH�WKH�KDSSLQHVV�RI�WKH�VRFLHW\�ZLWK�ZKLFK�ZH�DUH�PRVW�QHDUO\
FRQQHFWHG��DQG�ZLWK�ZKLFK�ZH�DUH�EHVW�DFTXDLQWHG��ZH�VKDOO�GR�PRUH�WR
SURPRWH�WKH�KDSSLQHVV�RI�PDQNLQG�WKDQ�E\�EXV\LQJ�RXUVHOYHV�DERXW

PDWWHUV�ZKLFK�ZH�GR�QRW�IXOO\�XQGHUVWDQG��DQG�FDQQRW�HIILFLHQWO\�FRQWURO�
��

7KLV�ZDV�QRW�DQ�XQSRSXODU�DSSURDFK��%XW�LW�ZDV�VZHSW�DZD\�LQ�%ULWDLQ©V�UXVK�WR�HQJDJH�LQ
JOREDO�FRPSHWLWLRQ�DQG�HPSLUH�EXLOGLQJ�LQ�RUGHU�WR�UHWDLQ�LWV�VWDWXV�DV�WKH�ZRUOG�SRZHU��$W
WKH�VDPH�WLPH��%ULWDLQ�XVHG�LWV�QDYDO�PLJKW�WR�KHOS�VXSSUHVV�WKH�LQWHUQDWLRQDO�VODYH�WUDGH¤
HYHQ�LQ�YLRODWLRQ�RI�H[LVWLQJ�LQWHUQDWLRQDO�ODZ¤ORQJ�DIWHU�(QJOLVK�LQYROYHPHQW�LQ�WKDW
WUDGH�KDG�HQGHG��7KH�8QLWHG�6WDWHV�LQ�WKLV�FRQWH[W�KDV�QR�PRUH�FKRLFH�WKDQ�%ULWDLQ�KDG�
:LWK�SRZHU��DV�,UYLQJ�.ULVWRO�SRLQWV�RXW��FRPH�RWKHU�FRQVLGHUDWLRQV��¦$�JUHDW�SRZHU�LV�DV

PXFK�UHVSRQVLEOH�IRU�ZKDW�LW�GRHV�QRW�GR��\HW�LV�LQ�LWV�SRZHU�WR�GR��DV�IRU�ZKDW�LW�GRHV�§
��

8OWLPDWHO\��KRZHYHU��WKH�SUREOHP�IRU�D�OLPLWHG�OLDELOLW\�JOREDO�UROH�IRU�WKH�8QLWHG
6WDWHV�KDV�OHVV�WR�GR�ZLWK�WKHRUL]LQJ�DERXW�SRVVLEOH�DQWL�$PHULFDQ�EDQGZDJRQLQJ�HIIHFWV
DQG�PRUH�ZLWK�PDLQWDLQLQJ�WKH�SRVLWLYH�EDODQFH�RU�LPEDODQFH�RI�SRZHU�GHVFULEHG�LQ�WKH
GUDIW�)<���������'HIHQVH�3ODQQLQJ�*XLGDQFH��7KHUH�LV�WRGD\��RI�FRXUVH��DQ�KLVWRULFDOO\
UHPDUNDEOH�DEVHQFH�RI�JUHDW�SRZHU�FRQWHQWLRQ��,Q�7LPH©V�$UURZ��KRZHYHU��LQWHUQDWLRQDO
SROLWLFV�QRW�RQO\�DEKRUV�D�YDFXXP��EXW�WKH�GLIIXVLRQ�RI�SRZHU�DV�ZHOO��$QG�DOWKRXJK
SUHGLFWLRQV�RI�HYHQ�PRUH�VXFK�GLIIXVLRQ�DUH�FXUUHQWO\�IDVKLRQDEOH��ZKHQ�WKDW�SRZHU�LV
FRQFHQWUDWHG�LQ�WKH�IXWXUH��RQO\�D�FRXQWHU�FRQFHQWUDWLRQ�ZLOO�EDODQFH�DJDLQVW�LW��$QG�LQ
7LPH©V�&\FOH�LW�ZLOO�FRPH��IRU�VLWXDWLRQV�LQYROYLQJ�HLWKHU��LPSHQGLQJ�RU�DFWXDO�SRZHU
PDOGLVWULEXWLRQ�DOZD\V�UHWXUQ��¦7KHUH�PD\�QRW�EH�D�SUHFLVHO\�SUHGLFWDEOH�VXSHUSRZHU
IRUFH��VWDWH�RU�FRDOLWLRQ��LQ�WKH�8QLWHG�6WDWHV�IXWXUH�RI�WRGD\�§�&ROLQ�*UD\�UHPLQGV�XV�

¦EXW�DOO�RI�KLVWRU\�VD\V�WKDW�VXFK�D�IRUFH�ZLOO�UHDSSHDU�§
��

,W�LV�LQ�WKLV�FRQWH[W�WKDW�3DXO�%UDFNHQ�KDV�GHVFULEHG�WKUHH�W\SHV�RI�VWDWHV�WKDW�WKH
8QLWHG�6WDWHV�ZLOO�KDYH�WR�GHDO�ZLWK�LQ�WKH�IXWXUH��7R�EHJLQ�ZLWK��WKHUH�DUH�ZKDW�KH�WHUPV
¦&§�FRPSHWLWRUV��¦PLOLWDULO\�LQHIIHFWXDO�QDWLRQV�ZLWK�FRPSOH[�RU�FRPSOLFDWHG�VHFXULW\
SUREOHPV��HWKQLF�FLYLO�ZDU��<XJRVODYLD���LQVXUJHQF\���3HUX���WHUURULVP��(J\SW���FLYLO



��

GLVRUGHU��6RPDOLD���RU�LQILOWUDWLRQV��QDUFRWLF�IORZV��§�6HFRQGO\��WKHUH�DUH�¦%§�FRPSHWLWRUV�
¦PLG�OHYHO�GHYHORSLQJ�VWDWHV�ZLWK�PRGHUQL]HG�FRQYHQWLRQDO�IRUFHV��PXFK�OLNH�,UDT�LQ
�������ZLWK�WKH�SRVVLELOLW\�RI�0RGHO�7�QXFOHDU��FKHPLFDO�DQG�ELRORJLFDO��1%&��IRUFHV�§
)LQDOO\��WKHUH�LV�WKH�¦WHUUD�LQFRJQLWD§�RI�WKH�SRWHQWLDO�¦$§�QDWLRQV��¦SHHU�FRPSHWLWRUV��RU
PDMRU�UHJLRQDO�FRPSHWLWRUV�ZLWK�ZKLFK�WKH�8QLWHG�6WDWHV�PD\�KDYH�WR�GHDO�§�2YHU�WLPH�
¦%§�FRXQWULHV�PD\�JUDGXDWH�WR�WKLV�OHYHO�E\�D�FRPELQDWLRQ�RI�WUDLQLQJ��GRFWULQH��DQG�WKH
DYDLODELOLW\�ZRUOG�ZLGH�RI�DGYDQFHG�PLOLWDU\�WHFKQRORJLHV��WR�LQFOXGH�ZHDSRQV�RI�PDVV
GHVWUXFWLRQ��,Q�DQ\�HYHQW��DQ�HPHUJHQW�¦$§�OHYHO�VWDWH�PD\�QRW�KDYH�D�GLUHFW�DGYHUVH�HIIHFW
RQ�8�6��LQWHUHVWV��EXW�OLNH�*HUPDQ\�DIWHU�������PLJKW�VR�XSVHW�D�UHJLRQDO�EDODQFH�DV�WR

DIIHFW�WKRVH�LQWHUHVWV�
��

,W�LV�FRPIRUWLQJ�WR�WKLQN�WKDW�ZLWK�WKH�FRPPXQLFDWLRQ�LQIRUPDWLRQ�UHYROXWLRQ��LW�LV
LPSUREDEOH�WKDW�DQ�¦$§�OHYHO�SHHU�VXSHU�WKUHDW�FRXOG�JURZ�DQG�VXGGHQO\�HPHUJH��%XW�HYHQ
&KULVWRSKHU�/D\QH�DGPLWV�WKH�SRVVLELOLW\�RI�¦WKH�DSSHDUDQFH�RI�D�¨FDUHIXO©�FKDOOHQJHU�DEOH
WR�FORDN�LWV�DPELWLRQV�DQG�ZDUG�RII�H[WHUQDO�EDODQFLQJ�DJDLQVW�LW��������§

��
�0RUHRYHU��DV

GHVFULEHG�LQ�FKDRV�WKHRU\��WKHUH�FDQ�EH�D�UDSLG�JURZWK�DQG�HPHUJHQFH�RI�QRQOLQHDU
WKUHDWV¤WKDW�LV��VRPH�FKDQJH�LQ�IXQGDPHQWDO�FRQGLWLRQV�WKDW�PD\�KDYH�ODWHU�FRQVHTXHQFHV
UDGLFDOO\�GLVSURSRUWLRQDWH�LQ�WKHLU�DGYHUVH�HIIHFW��7UHQG�DQDO\VLV��KHDYLO\�GHSHQGHQW�RQ
7LPH©V�$UURZ��KDV�JUHDW�GLIILFXOW\�LQ�GHDOLQJ�ZLWK�VXFK�QRQOLQHDU�SRVVLELOLWLHV��$OO�LQ�DOO�
DV�5LFKDUG�%HWWV�SRLQWV�RXW�LQ�WHUPV�WKDW�DSSO\�WR�DQ\�IXWXUH�SHHU�WKUHDW�IRU�WKH�8QLWHG
6WDWHV��PDMRU�GLVFRQWLQXLWLHV�LQ�LQWHUQDWLRQDO�SROLWLFV�DUH�VHOGRP�SUHGLFWHG�

:KR�ZRXOG�QRW�KDYH�EHHQ�GHULGHG�DQG�GLVPLVVHG�LQ������IRU�SUHGLFWLQJ
WKDW�ZLWKLQ�D�PHUH�WKUHH�\HDUV�(DVWHUQ�(XURSH�ZRXOG�EH�OLEHUDWHG��WKH
&RPPXQLVW�3DUW\�RI�WKH�6RYLHW�8QLRQ�GHSRVHG��DQG�WKH�8QLRQ�LWVHOI�RQ�WKH
DVK�KHDS�RI�KLVWRU\"�<HW�LW�LV�KDUG�WR�EHOLHYH�WKDW�WKH�SUREDELOLW\�RI�HTXDOO\
UHYROXWLRQDU\�QHJDWLYH�GHYHORSPHQWV��RI�HFRQRPLF�FULVLV�DQG�LGHRORJLFDO
GLVLOOXVLRQPHQW�ZLWK�GHPRFUDF\��RI�VFDSHJRDWLQJ�DQG�LQVWDELOLW\�OHDGLQJ�WR
PLVFDOFXODWLRQ��HVFDODWLRQ��DQG�ZDU�VHYHUDO�\HDUV�IURP�QRZ�LV�ORZHU�WKDQ

WKH�SUREDELOLW\�RI�WKH�FXUUHQW�SHDFH�VHHPHG�VHYHUDO�\HDUV�DJR�
��

7KH�VHFXULW\�GLOHPPD�LQ�VXFK�DQ�HQYLURQPHQW�LV�QRW�WKDW�8�6��GHIHQVH�SUHFDXWLRQV
ZLOO�FDXVH�RWKHU�QDWLRQV�WR�SHUFHLYH��WKHP�DV�KRVWLOH�DQG�WKXV�FRXQWHUEDODQFH��EXW�UDWKHU
WKDW�DEVHQW�D�VWDQGLQJ�PLOLWDU\�IRUFH�VXIILFLHQW�WR�GHDO�ZLWK�VXFK�VXUSULVHV��GHPRFUDWLF
SROLWLFV�ZLOO�UHVSRQG�ZLWK�WRR�OLWWOH��WRR�ODWH�WR�EXUJHRQLQJ�VHFXULW\�GDQJHUV�

��
�+LVWRULFDOO\

LQ�VXFK�D�VLWXDWLRQ��DV�%ULWDLQ©V�LQWHUZDU�¦7HQ�<HDU�5XOH§�LOOXVWUDWHV��WKHUH�LV�D�WHQGHQF\�WR
ZLVK�DZD\�WKH�JDS�EHWZHHQ�SHUFHLYHG�ULVNV�DQG�SROLWLFDO�DFWLRQ�HYHQ�DV�WKRVH�ULVNV�JURZ�
¦,W�VKRXOG�EH�DVVXPHG�IRU�IUDPLQJ�UHYLVHG�HVWLPDWHV�§�WKH�¦5XOH§�VWLSXODWHG��¦WKDW�WKH
%ULWLVK�(PSLUH�ZLOO�QRW�EH�HQJDJHG�LQ�DQ\�JUHDW�ZDU�GXULQJ�WKH�QH[W�WHQ�\HDUV��DQG�WKDW�QR
([SHGLWLRQDU\�)RUFH�LV�UHTXLUHG�IRU�WKLV�SXUSRVH��������§

��
�$QG�DOWKRXJK�WKHUH�ZHUH

FRPSHOOLQJ�LQWHUQDWLRQDO�DQG�GRPHVWLF�UHDVRQV�IRU�WKH�¦5XOH§�ZKHQ�LW�ZDV�DGRSWHG�LQ
������WKH�DXWRPDWLF�DQQXDO�UHQHZDO�WKURXJK������RI�WKH�DVVXPSWLRQ�WKDW�WKHUH�ZRXOG�EH
QR�PDMRU�ZDU�IRU����\HDUV�OHIW�WKH�%ULWLVK�ULSH�IRU�DSSHDVHPHQW�RI�WKH�HPHUJLQJ�SHHU�WKUHDW



��

LQ�1D]L�*HUPDQ\�IRU�WKH�UHPDLQLQJ�\HDUV�RI�WKH�LQWHUZDU�SHULRG�
��
�,Q�WKLV��DV�:��+��$XGHQ

FDSWXUHG�LQ�������%ULWDLQ�ZDV�QRW�DORQH�

,Q�WKH�QLJKWPDUH�RI�WKH�GDUN
$OO�WKH�GRJV�RI�(XURSH�EDUN�
$QG�WKH�OLYLQJ�QDWLRQV�ZDLW�
(DFK�VHTXHVWHUHG�LQ�LWV�KDWH�

,QWHOOHFWXDO�GLVJUDFH
6WDUHV�IURP�HYHU\�KXPDQ�IDFH�
$QG�WKH�VHDV�RI�SLW\�OLH
/RFNHG�DQG�IUR]HQ�LQ�HDFK�H\H�

3ULRULWL]DWLRQ�DQG�&UHGLELOLW\�

¦$�VPDOO�NQRZOHGJH�RI�KXPDQ�QDWXUH�ZLOO�FRQYLQFH�XV�§�*HRUJH�:DVKLQJWRQ�RQFH
VWDWHG��¦WKDW��ZLWK�IDU�WKH�JUHDWHVW�SDUW�RI�PDQNLQG��LQWHUHVW�LV�WKH�JRYHUQLQJ�SULQFLSOH�§

��

$W�WKH�8�6��$UP\�:DU�&ROOHJH��QDWLRQDO�LQWHUHVWV�DUH�SUHVHQWHG�LQ�WKLV�OLJKW�DV�WKH
HQGXULQJ�HQG�VWDWHV�E\�ZKLFK�QDWLRQV�UDWLRQDOO\�SULRULWL]H�WKHLU�HIIRUWV�ERWK�KRPH�DQG
DEURDG��7KH�LQWHUHVWV�DUH�RUJDQL]HG�LQWR�WKH�FRUH�VHFXULW\��HFRQRPLF�DQG�YDOXH�FDWHJRULHV
DQG�IXUWKHU�UHILQHG�LQ�WHUPV�RI�WKHLU�LQWHQVLW\��YLWDO��LPSRUWDQW�DQG�SHULSKHUDO�

��
�7KH�SRVW�

&ROG�:DU�LQWHUQDWLRQDO�DUHQD��KRZHYHU��LV�QRW�D�SXUHO\�UDWLRQDO�HQYLURQPHQW��7KH�8QLWHG
6WDWHV�LV�LQ�DQ�,QGLDQ�VXPPHU�RI�QDWLRQDO�VHFXULW\�LQ�ZKLFK�WKHUH�DUH�QR�PDMRU�WKUHDWV�WR
LWV�YLWDO�LQWHUHVWV�RU�WKRVH�RI�LWV�DOOLHV��$W�WKH�VDPH�WLPH��WKH�LQVWDELOLW\�RQ�WKH�JOREDO
¦SHULSKHU\§�KDV�QRW�GLPLQLVKHG�DQG�LV�QRZ��LQ�IDFW��HPEHOOLVKHG�IRU�WKH�$PHULFDQ�SXEOLF
E\�LQVWDQWDQHRXV�ZRUOG�ZLGH�FRPPXQLFDWLRQV��7KH�UHVXOW�LQ�WKH�FXUUHQW�WUDQVLWLRQ�LV�WKDW
IRU�D�GRPLQDQW�JOREDO�SRZHU�OLNH�WKH�8QLWHG�6WDWHV��WKH�GLOHPPD�FRQFHUQLQJ�FKRLFHV
EHWZHHQ�WKH�FRUH�DQG�WKH�SHULSKHU\�KDV�SURYHQ�QR�HDVLHU�WR�VROYH�LQ�WHUPV�RI�UDWLRQDO
JDXJLQJ�RI�QDWLRQDO�LQWHUHVWV�WKDQ�LW�GLG�LQ�WKH�&ROG�:DU�ZKHQ��DV�-RKQ�/HZLV�*DGGLV
REVHUYHV��WKH�GLVWDQW�VRXQG�RI�GRPLQRHV�IDOOLQJ�FRXOG�EH�MXVW�DV�ORXG�DV�VDEUHV�UDWWOLQJ

QH[W�GRRU�
��

'RPLQR�WKHRU\�LQ�VRPH�IRUP��RI�FRXUVH��ZDV�WKH�SULPDU\�VWUDWHJLF�DQG
SV\FKRORJLFDO�FRQFHSW�XQGHUO\LQJ�8�6��FRQWDLQPHQW�SROLF\�WKURXJKRXW�WKH�&ROG�:DU�
3UHVLGHQW�7UXPDQ�DQG�6HFUHWDU\�RI�6WDWH�$FKHVRQ�LQLWLDOO\�XVHG�WKH�GRPLQR�OLQNDJH�RI�WKH
SHULSKHU\�WR�WKH�FRUH�VXSHUSRZHU��FRQIURQWDWLRQ�LQ�RUGHU�WR�ZLQ�VXSSRUW�IRU�WKH
FRPPLWPHQWV�WKH\�GHVLUHG�LQ�WKH�1HDU�(DVW�DQG�(XURSH��7KH\�WKHQ�KDG�WR�IDFH�TXHULHV
IURP�WKH�&KLQD�OREE\�DQG�5HSXEOLFDQV�DV�WR�ZK\�WKH�ORJLF�RI�GRPLQRHV�IDOOLQJ�GLG�QRW
H[WHQG�WR�$VLD��$V�D�FRQVHTXHQFH��$FKHVRQ©V�SUHIHUUHG�$VLDQ�GHIHQVH�SHULPHWHU��ZKLFK
H[FOXGHG�.RUHD�DQG�7DLZDQ��EHFDPH�XQWHQDEOH��SDUWLFXODUO\�DIWHU�WKH�HPHUJHQFH�RI
0F&DUWK\LVP�DQG�WKH�DWWDFN�RQ�6RXWK�.RUHD��¦,I�ZH�OHW�.RUHD�GRZQ�§�7UXPDQ�EULHIHG
&RQJUHVV�DIWHU�WKDW�DWWDFN��¦WKH�6RYLHWV�ZLOO�NHHS�ULJKW�RQ�JRLQJ�DQG�VZDOORZ�XS�RQH�SLHFH



��

RI�$VLD�DIWHU�DQRWKHU���������>,@I�ZH�ZHUH�WR�OHW�$VLD�JR��WKH�1HDU�(DVW�ZRXOG�FROODSVH�>DQG

WKHUH�LV@�QR�WHOOLQJ�ZKDW�ZRXOG�KDSSHQ�LQ�(XURSH�§
��

7KLV�W\SH�RI�WKLQNLQJ�FDQ�SOD\�D�UROH�LQ�D�IRUP�RI�UDWLRQDO�KHGJLQJ��LQ�ZKLFK
QDWLRQDO�GHFLVLRQPDNHUV�LQ�DQ�DQDUFKLFDO�ZRUOG�DWWHPSW�WR�PLQLPL]H�ORVV�LQ�XQFHUWDLQ
VLWXDWLRQV�E\�KHGJLQJ�DJDLQVW�GRPLQR�OLNH�FKDLQ�UHDFWLRQV��%XW�WKH�FRQQHFWLYLW\�EHWZHHQ
LQWHUHVWV�RQ�WKH�SHULSKHU\�DQG�WKRVH�RI�WKH�FRUH�FDQ�EH�FDUULHG�WRR�IDU��DQG�DV�5REHUW
*LOSLQ�DQG�3DXO�.HQQHG\�KDYH�GRFXPHQWHG��WKH�SURFHVV�LV�QRW�VR�UDWLRQDO�LI�JUHDW�SRZHUV
KHGJH�DJDLQVW�XQOLNHO\�GRPLQR�FRQWLQJHQFLHV�DQG�RYHUFRPPLW�WR�WKH�SHULSKHU\��7KXV�
WKHUH�ZDV���WK�FHQWXU\�6SDLQ�SXOOHG�E\�IDOOLQJ�GRPLQRHV�LQWR�WKH�GLVDVWURXV�JHQHUDWLRQ�
ORQJ�FRQIOLFWV�LQ�WKH�/RZ�&RXQWULHV��,Q�D�VLPLODU�PDQQHU��*UHDW�%ULWDLQ�ZDV�DFWLYH
WKURXJKRXW�$IULFD�LQ�WKH�����V�DQG�����V�RVWHQVLEO\�WR�NHHS�WKH�6XH]�DQG�&DSH�URXWHV�RXW
RI�KRVWLOH�KDQGV��7KLV�H[WUHPH�FRQQHFWLYLW\�FDXVHG�FRQIURQWDWLRQV�ZLWK�*HUPDQ\�DQG
)UDQFH�DQG�EURXJKW�DERXW�D�ODQG�ZDU�DJDLQVW�WKH�%RHUV�WKDW�ZDV�FRVWO\�LQ�PDWHULDO�DQG

SV\FKRORJLFDO�UHVRXUFHV�
��

8QGLIIHUHQWLDWHG�FRQQHFWLYLW\��LQ�RWKHU�ZRUGV��PHDQV�XQGLIIHUHQWLDWHG�LQWHUHVWV��,Q
������DV�DQ�H[DPSOH��6HFUHWDU\�RI�6WDWH�&RUGHOO�+XOO�LQIRUPHG�WKH�-DSDQHVH�$PEDVVDGRU�
¦7KHUH�FDQ�EH�QR�VHULRXV�KRVWLOLWLHV�DQ\ZKHUH�LQ�WKH�ZRUOG�ZKLFK�ZLOO�QRW�RQH�ZD\�RU
DQRWKHU�DIIHFW�LQWHUHVWV�RU�ULJKWV�RU�REOLJDWLRQV�RI�WKLV�FRXQWU\�§

��
�'XULQJ�WKH�&ROG�:DU�

WKLV�WHQGHQF\�WRZDUG�VXFK�H[WUHPH�FRQQHFWLYLW\�ZDV�UHLQIRUFHG�E\�WKH�(DVW�:HVW�SRODULW\�
SURYLGLQJ�DQ�HYHQWXDO�OLQNDJH�RI�WKH�JHRJUDSKLFDO�LPSRUWDQFH�RI�DQ\�FRXQWU\�WR�WKH
VHFXULW\�RI�WKH�8QLWHG�6WDWHV��¦8VLQJ�1LFDUDJXD�DV�D�EDVH�§�3UHVLGHQW�5HDJDQ�FRQFOXGHG�LQ
WKLV�UHJDUG��¦WKH�6RYLHWV�DQG�&XEDQV�FDQ�EHFRPH�WKH�GRPLQDQW�SRZHU�LQ�WKH�FUXFLDO
FRUULGRU�EHWZHHQ�1RUWK�DQG�6RXWK�$PHULFD��(VWDEOLVKHG�WKHUH��WKH\�ZLOO�EH�LQ�D�SRVLWLRQ
WR�WKUHDWHQ�WKH�3DQDPD�&DQDO��LQWHUGLFW�RXU�YLWDO�&DULEEHDQ�VHD�ODQHV��DQG�XOWLPDWHO\�PRYH
DJDLQVW�0H[LFR�§�(YHQ�+HQU\�.LVVLQJHU�VXFFXPEHG�WR�WKLV�WHQGHQF\�LQ�WHUPV�RI�&KLOH©V
$OOHQGH�UHJLPH��LQLWLDOO\�TXLSSLQJ�WKDW�¦&KLOH�LV�D�GDJJHU�SRLQWHG�DW�WKH�KHDUW�RI

$QWDUFWLFD�§�EXW�ODWHU�DUJXLQJ�WKDW�WKH�FRXQWU\©V�ORFDWLRQ�GLG�LPSDUW�D�VSHFLDO
LPSRUWDQFH�

��

(TXDOO\�LPSRUWDQW�LQ�WKH�FRQWH[W�RI�FRQQHFWLYLW\�ZHUH�WKH�SV\FKRORJLFDO�DVSHFWV�RI
FUHGLELOLW\�ZLWK�SRWHQWLDO�DJJUHVVRUV�VXPPHG�XS�LQ�3HULFOHV©�FODVVLF�DUJXPHQW�DJDLQVW
JLYLQJ�LQ�WR�GHPDQGV�WR�ZLWKGUDZ�WKH�0HJDULDQ�GHFUHHV�DW�WKH�EHJLQQLQJ�RI�WKH
3HORSRQQHVLDQ�:DU��¦,I�\RX�JLYH�LQ��\RX��ZLOO�LPPHGLDWHO\�EH�FRQIURQWHG�ZLWK�VRPH

JUHDWHU�GHPDQG��VLQFH�WKH\�ZLOO�WKLQN�WKDW�\RX�RQO\�JDYH�ZD\�RQ�WKLV�SRLQW�WKURXJK
IHDU�§

��
�$OOLHG�WR�WKLV�DUJXPHQW��DV�*HRUJH�.HQQDQ�GLVFRYHUHG�DW�WKH�EHJLQQLQJ�RI�WKH

&ROG�:DU��ZHUH�WKH�SV\FKRORJLFDO�SUREOHPV�RI�RSHQ�SOXUDOLVWLF�VRFLHWLHV�LQ�WU\LQJ�WR
GLIIHUHQWLDWH�EHWZHHQ�YLWDO�DQG�RWKHU�LQWHUHVWV��,Q�WKLV�FRQWH[W��GHIHDWV�RQ�WKH�SHULSKHU\
FRXOG�KDYH�GHPRUDOL]LQJ�HIIHFWV�RQ�WKH�SXEOLF�DQG�HOLWHV�LQ�DUHDV�ZKHUH�FRUH�RU�LQWULQVLF
LQWHUHVWV�ZHUH�LQYROYHG�

��
�,Q�DGGLWLRQ��WKHUH�ZDV�DOVR�WKH�SUREOHP�RI�FXPXODWLYH�HIIHFWV��,Q

������IRU�H[DPSOH��.HQQDQ�ZDV�FRQFHUQHG�WKDW�6RYLHW�YLFWRULHV�PLJKW�FDXVH�D�EDQGZDJRQ
HIIHFW�LQ�:HVW�(XURSH��QRW�EHFDXVH�RI�DQ\�LGHRORJLFDO�DIILQLW\��EXW�IURP�SXUHO\�SUDJPDWLF



��

PRWLYHV�WR�MRLQ�HDUO\�WKH�PRYHPHQW�RI�WKH�IXWXUH��$QG�LQ�WKH�IDOO�RI�������WKH�SRVVLELOLW\
RI�WKLV�SKHQRPHQRQ�ZDV�HYLGHQW�LQ�3UHVLGHQW�.HQQHG\©V�MXVWLILFDWLRQ�IRU�KLV�LQFUHDVLQJ
FRPPLWPHQW�WR�6RXWK�9LHWQDP��¦7KHUH�DUH�OLPLWV�WR�WKH�QXPEHU�RI�GHIHDWV�,�FDQ�GHIHQG�LQ
RQH�WZHOYH�PRQWK�SHULRG�§�KH�H[SODLQHG��¦,©YH�KDG�WKH�%D\�RI�3LJV�DQG�SXOOLQJ�RXW�RI

/DRV��DQG�,�FDQ©W�DFFHSW�D�WKLUG�§
��

%\�WKDW�WLPH��WKH�GRPLQR�SULQFLSOH�ZDV�IXOO\�HQVKULQHG�LQ�WKH�LQGLVFULPLQDWH
SHULPHWHU�DSSURDFK�WR�FRQWDLQPHQW�ZLWK�LWV�DVVXPSWLRQ�RI�XQGLIIHUHQWLDWHG�LQWHUHVWV�DQG
XQOLPLWHG�PHDQV�

��
�7KH�H[SHFWDWLRQV�RI�GRPLQR�G\QDPLFV�LQ�WKLV�DSSURDFK�FDXVHG

LQWHUHVWV�WR�EHFRPH�D�IXQFWLRQ�RI�WKH�WKUHDW�DQG�DV�D�FRQVHTXHQFH�FUHGLELOLW\�WR�EHFRPH�DQ
LQWHUHVW�LQ�LWVHOI�

��
�,Q�VXFK�FLUFXPVWDQFHV��SULRULWL]DWLRQ�ZDV�LPSRVVLEOH��¦,�GRQ©W�NQRZ

ZKHUH�WKH�QRQ�HVVHQWLDO�DUHDV�DUH�§�3UHVLGHQW�.HQQHG\�DFNQRZOHGJHG�LQ�DQ�RII�WKH�UHFRUG
SUHVV�EULHILQJ�

��
�(TXDOO\�LPSRUWDQW��WKH�DSSURDFK�OHIW�WKH�8QLWHG�6WDWHV�LQ�D�VWUDWHJLFDOO\

UHDFWLYH�PRGH��VLQFH�WKH�SRWHQWLDO�DGYHUVDU\�FRXOG�FUHDWH�D�FULVLV�DW�D�WLPH�DQG�SODFH�RI�LWV
FKRRVLQJ�ZKLFK�WKH�8QLWHG�6WDWHV��IRFXVHG�RQ�XQLYHUVDO�FUHGLELOLW\��FRXOG�LJQRUH�RQO\�DW
LWV�SHUFHLYHG�SHULO��¦8QOLNH�WKRVH�VRFLDEOH�JDPHV�LW�WDNHV�WZR�WR�SOD\�§�7KRPDV�6FKHOOLQJ
RQFH�QRWHG��¦ZLWK�FKLFNHQ�LW�WDNHV�WZR�QRW�WR�SOD\��,I�\RX�DUH�SXEOLFO\�LQYLWHG�WR�SOD\

FKLFNHQ�DQG�VD\�\RX�ZRXOG�UDWKHU�QRW��\RX�KDYH�MXVW�SOD\HG�§
��

7KLV�W\SH�RI�H[DJJHUDWHG�OLQNDJH�LQ�WKH�&ROG�:DU�EOXUUHG�WKH�GLVWLQFWLRQ�EHWZHHQ
WKH�LQWHQVLW\�RI�QDWLRQDO�LQWHUHVWV��1HYHUWKHOHVV��FRQQHFWLYLW\�FDQ�EH�DQ�LPSRUWDQW�WRRO�LQ
PDNLQJ�VXFK�D�GLIIHUHQWLDWLRQ��9LWDO�LQWHUHVWV�IURP�WKLV�SHUVSHFWLYH�DUH�WKRVH�HQG�VWDWHV�LQ
WKH�ZRUOG�WKDW�ZRXOG�UHTXLUH�YHU\�IHZ�GRPLQRHV�WR�IDOO�LQ�RUGHU�WR�DIIHFW�GLUHFWO\�WKH�WKUHH
FDWHJRULHV�RI�FRUH�LQWHUHVWV��,PSRUWDQW�LQWHUHVWV�ZRXOG�UHTXLUH�PRUH�GRPLQRHV��DQG
SHULSKHUDO�LQWHUHVWV�DUH�WKRVH�ZKLFK�QR�PDWWHU�KRZ�PDQ\�GRPLQRHV�IDOO��ZLOO�QRW�DIIHFW�WKH
WKUHH�FRUH�FDWHJRULHV��$OO�WKLV�ZRXOG�VWLOO�QRW�PLWLJDWH�WKH�GDQJHU�RI�FRQQHFWLYLW\
EHFRPLQJ�D�IXQFWLRQ�RI�WKH�WKUHDW��,I�D�JRYHUQPHQW�EHJLQV�ZLWK�D�WKUHDW�DVVHVVPHQW�EHIRUH
D�FRQFHSWXDOL]DWLRQ�RI�LQWHUHVW�LQWHQVLW\��LW�PD\�UHDFW�WR�D�WKUHDW�ZLWK�PDMRU�FRPPLWPHQWV
DQG�UHVRXUFHV�GHYRLG�RI�DQ\�UDWLRQDO�OLQNDJH�WR�WKDW�LQWHQVLW\�

��
�,Q�D�VLPLODU�PDQQHU�

UDWLRQDO�FRVW�EHQHILW�DQDO\VLV�VKRXOG�QRW�EH�DOORZHG�WR�DIIHFW�WKH�LQWHQVLW\�RI��LQWHUHVW�
$OWKRXJK�8�6��DGPLQLVWUDWLRQV�VHQVLEO\�PDNH�MXVW�VXFK�FRVW�EHQHILW�FDOFXODWLRQV��5REHUW
%ODFNZLOO�SRLQWV�RXW�WKDW�

WKHVH�VKRXOG�EH�DQDO\WLFDOO\�LQGHSHQGHQW�IURP�MXGJHPHQWV�DERXW�KRZ
LPSRUWDQW�WR�WKH�8QLWHG�6WDWHV�D�SDUWLFXODU�QDWLRQDO�VHFXULW\�LQWHUHVW�LV��:H
PD\�FKRRVH�WR�GHIHQG�D�SHULSKHUDO�8�6��LQWHUHVW�EHFDXVH�LW�LV�QRW�FRVWO\�WR
GR�VR��WKH�LQWHUHVW�QHYHUWKHOHVV�LV�VWLOO�SHULSKHUDO��2U�ZH�PD\�FKRRVH�QRW�WR
GHIHQG�YLJRURXVO\�DQ�LPSRUWDQW¤KRSHIXOO\�QRW�YLWDO¤8�6��QDWLRQDO�VHFXULW\
LQWHUHVW�EHFDXVH�ZH�GHFLGH�LW�LV�WRR�H[SHQVLYH�LQ�D�YDULHW\�RI�ZD\V�WR�GR�VR�
WKH�LQWHUHVW�QHYHUWKHOHVV�LV�VWLOO�LPSRUWDQW��DQG�ZH�PD\�ZHOO�SD\�GHDUO\�IRU

RXU�XQUHDGLQHVV�WR�HQJDJH�
��

3ULRULWL]DWLRQ��WKHQ��LV�WKH�XOWLPDWH�UDWLRQDOH�IRU�WKH�XVH�RI�QDWLRQDO�LQWHUHVWV¤WKH



��

VLQH�TXD�QRQ�IRU�DQ\�FODULW\�DQG�ORQJ�WHUP�FRQVLVWHQF\�LQ�D�QDWLRQ©V�IRUHLJQ�SROLF\��7R
PRYH�LQWHUHVW�DIWHU�LQWHUHVW�XSZDUG�LQWR�WKH�YLWDO�RU�LPSRUWDQW�GHJUHHV�RI�LQWHQVLW\�LV
VLPSO\�WR�DYRLG�FKRLFH��DQ�XQUHDOLVWLF�SROLF\�JLYHQ�GHFOLQLQJ�PHDQV�DQG�WKH�P\ULDG
GRPHVWLF�SUREOHPV�IDFLQJ�WKH�QDWLRQ��7KLV�DOO�SUHVXSSRVHV��RI�FRXUVH��IDLUO\�UDWLRQDO
HQYLURQPHQWV�DQG�SURFHVVHV��%XW�QDWLRQV��DV�DQ�H[DPSOH��FDQ�PLVFDOFXODWH�WKH
UHODWLRQVKLSV�EHWZHHQ�QHDU�WHUP�FRVW�DQG�ORQJ�WHUP�EHQHILWV��7KXV��WKHUH�ZDV�1HYLOOH
&KDPEHUODLQ©V�SHUFHSWLRQ�RI�WKH�0XQLFK�FULVLV��¦,I�ZH�KDYH�WR�ILJKW�LW�PXVW�EH�RQ�ODUJHU
LVVXHV�WKDQ�WKDW�§

��
�$QG�WKHUH�ZDV�PRUH�WKDQ�D�WRXFK�RI�WKH�FUHGLELOLW\�DUJXPHQW�LQ�WKH

UDWLRQDOL]DWLRQ�IRU�WKH�UHFHQW�GHSOR\PHQW�RI�8�6��IRUFHV�WR�+DLWL¤DOO�VRPHZKDW
UHPLQLVFHQW�RI�DUJXPHQWV�ZK\�%ULWDLQ�KDG�WR�VXSSUHVV�WKH�,ULVK�UHEHOOLRQ�LQ�:RUOG�:DU�,
GHVSLWH�WKH�DGYHUVH�HIIHFW�RQ�WKH�ZDU�HIIRUW��¦,I�\RX�WHOO�\RXU�HPSLUH�LQ�,QGLD��(J\SW�DQG
DOO�RYHU�WKH�ZRUOG�WKDW�\RX�KDYH�QRW�JRW�WKH�PHQ��WKH�PRQH\��WKH�SOXFN��WKH�LQFOLQDWLRQ�
DQG�WKH�EDFNLQJ�WR�UHVWRUH�RUGHU�LQ�D�FRXQWU\�ZLWKLQ�WZHQW\�PLOHV�RI�\RXU�RZQ�VKRUH��\RX
PD\�DV�ZHOO�EHJLQ�WR�DEDQGRQ�WKH�DWWHPSW�WR�PDNH�%ULWLVK�UXOH�SUHYDLO�WKURXJKRXW�WKH

HPSLUH�DW�DOO�§
��

,Q�WKHRU\��WKH�FUHGLELOLW\�IDFWRU�VKRXOG�EH�GUDVWLFDOO\�PLWLJDWHG�LQ�WKH�SRVW�&ROG
:DU�ZRUOG��,W�LV��DIWHU�DOO��D�ZRUOG�LQ�ZKLFK�KLJK�LQGLYLVLELOLW\�LQ�SROLWLFDO�DQG�HFRQRPLF
UHODWLRQV�DPRQJ�WKH�DGYDQFHG�VWDWHV�LV�PDWFKHG��XVLQJ�DQ\�UDWLRQDO�VWDQGDUG��E\�ORZ
LQGLYLVLELOLW\�LQ�WHUPV�RI�VHFXULW\�LVVXHV�DQG�FRQIOLFW�RQ�WKH�SHULSKHU\��$V�D�FRQVHTXHQFH�
WKH�8QLWHG�6WDWHV�VKRXOG�KDYH�WKH�OX[XU\�RI�UHPDLQLQJ�KLJKO\�VHOHFWLYH�LQ�WHUPV�RI
LQYROYHPHQW�LQ�WKHVH�XSKHDYDOV��ZKLOH�H[HUWLQJ�OHDGHUVKLS�LQ�WKH�SROLWLFDO�DQG�HFRQRPLF
UHDOPV��%XW�DV�6HFUHWDU\�RI�6WDWH�6KXOW]�SRLQWHG�RXW�LQ�������WKHUH�DUH�¦JUD\�DUHD
FKDOOHQJHV§�LQ�WKH�ZRUOG�QRW�DOO�FRQQHFWHG�WR�YLWDO�LQWHUHVWV��EXW�ZKHUH�¦DQ�DFFXPXODWLRQ
RI�VXFFHVVIXO�FKDOOHQJHV�FDQ�DGG�XS�WR�D�PDMRU�DGYHUVH�FKDQJH�LQ�WKH�JHRSROLWLFDO
EDODQFH�§

��
�7KDW�FXPXODWLYH�FRQQHFWLRQ�KDV�EHHQ�DSSOLHG�PRUH�UHFHQWO\�WR�JOREDO�VWDELOLW\�

WKH�XOWLPDWH�XQLYHUVDO�FRQQHFWLYLW\�UDWLRQDOH��,I�WKH�8QLWHG�6WDWHV��6WDQOH\�6ORDQ�KDV
SRLQWHG�RXW��GRHV�QRW

GHDO�ZLWK�WKUHDWV�WR�LQWHUQDWLRQDO�SHDFH�WKDW�GR�QRW�WKUHDWHQ�YLWDO�8�6�
LQWHUHVWV��WKHQ�WKH�LQWHUQDWLRQDO�FRPPXQLW\©V�DELOLW\�WR�UHVSRQG�WR�VXFK
WKUHDWV�FRXOG�EH�VHULRXVO\�GLPLQLVKHG��XQOHVV�DOWHUQDWLYHV�WR�8�6�
OHDGHUVKLS�DQG�UHVRXUFHV�VRPHKRZ�DSSHDU��������2YHU�WLPH�WKH�UHVXOW�FRXOG
EH�DQ�LQFUHDVLQJO\�FKDRWLF�LQWHUQDWLRQDO�V\VWHP�LQ�ZKLFK�FRXQWULHV�KDYH
OLWWOH�RU�QR�IDLWK�LQ�WKH�ZLOO�RI�WKH�8QLWHG�6WDWHV�WR�KRQRU�LWV�LQWHUQDWLRQDO

FRPPLWPHQWV��������
��

%XW�VXFK�XQLYHUVDO�FRQQHFWLYLW\�LQKHUHQW�LQ�WKH�LQGLYLVLELOLW\�RI�JOREDO�VWDELOLW\
ZDV�RQO\�SRVVLEOH�LQ�WKH�&ROG�:DU��&HUWDLQO\��WKHUH�LV�YHU\�OLWWOH�HYLGHQFH�LQ�WKH�FXUUHQW
HQYLURQPHQW�IRU�WKH�LGHD�WKDW�D�YLFWRU\�E\�DQ�DJJUHVVLYH�VWDWH�RQ�WKH�SHULSKHU\�ZLOO�OHDG�WR
WKH�EHOLHI�E\�WKDW�VWDWH�WKDW�WKHUH�ZLOO�EH�D�VLPLODU�ODFN�RI�FKDOOHQJH�LI�D�SRZHUIXO�QDWLRQ©V
YLWDO�LQWHUHVWV�DUH�WKUHDWHQHG�

��
�0RUHRYHU��DV�FDVFDGLQJ�GRPLQRHV�RQ�WKH�SHULSKHU\�KDYH

EHFRPH�LQFUHDVLQJO\�OHVV�SODXVLEOH��DWWHQWLRQ�KDV�WXUQHG�WR�KXPDQLWDULDQ�FRQFHUQV��(YHQ



��

KHUH��KRZHYHU��HQG�VWDWHV�LQ�D�SXUH�YDOXH�EDVHG�VHQVH�KDYH�SURYHQ�PXFK�KDUGHU�WR�DFKLHYH
ZLWKRXW�WKH�JHR�SROLWLFDO�WDQGHP�RI�WKH�&ROG�:DU��7KH�UHVXOW�LQ�WKH�FXUUHQW�WUDQVLWLRQ
SHULRG�LV�WKDW�LQWHUYHQWLRQ�RQ�WKH�SHULSKHU\�LV�RIWHQ�GHEDWHG�LQ�WHUPV�RI�YDU\LQJ�YLHZV�RI
FRQQHFWLYLW\�EHWZHHQ�QDWLRQDO�LQWHUHVWV�DQG�KXPDQLWDULDQ�FRQFHUQV�

��
�)RU�H[DPSOH�

LQVWLWXWLRQV�OLNH�$PQHVW\�,QWHUQDWLRQDO�JHQHUDOO\�SHUFHLYH�RQH�FRQQHFWLYH�VWHS�EHWZHHQ
DEXVHV�RI�KXPDQ�ULJKWV�DQ\ZKHUH�LQ�WKH�ZRUOG�DQG�YLWDO�8�6��LQWHUHVWV��EHFDXVH�$PHULFDQ
YDOXHV�DUH�DW�VWDNH��:KLOH�LW�LV�HDV\�WR�GLVPLVV�VXFK�XQLYHUVDO�HVFDODWLRQ�DV�XQGHUPLQLQJ
WKH�UDWLRQDO�FRQFHSW�RI�FRQQHFWLYLW\�DQG�WKH�DELOLW\�WR�GLVWLQJXLVK�LQWHUHVW�LQWHQVLW\��WKHUH
DUH��DV�HYHQ�(GPXQG�%XUNH�FRXOG�FRQFOXGH��¦REOLJDWLRQV�ZULWWHQ�LQ�WKH�KHDUW�§

��

+XPDQLWDULDQ�DEXVHV��IRU�LQVWDQFH��FRQQHFW�PRUH�GLUHFWO\�ZLWK�WKH�KLJKHU�LQWHQVLW\�RI�8�6�
LQWHUHVWV�WR�WKH�H[WHQW�WKH�YLRODWLRQV�EHFRPH�SXEOLF�NQRZOHGJH��WKH�PRUH�WKH\�DIIHFW�ODUJH
JURXSV�RI�KXPDQV�RYHU�ORQJHU�SHULRGV�RI�WLPH��DQG�WKH�PRUH�WKH\�GLVSURSRUWLRQDWHO\�VWULNH
DW�WKH�PRVW�KHOSOHVV��SDUWLFXODUO\�FKLOGUHQ�

$OO�WKDW�QRWZLWKVWDQGLQJ��WKH�URDG�RI�VROLWDU\�XQLYHUVDOLVW�SURPRWLRQ�RI�YDOXHV
OHDGV�HYHU\ZKHUH�DQG�WKXV�QRZKHUH��7KH�EDVLF�IDFW�UHPDLQV�WKDW�SHDFH�LQ�WKH�SRVW�&ROG
:DU�HUD�LV�VLPSO\�QRW�LQGLYLVLEOH��ZKLFK�PHDQV�WKDW�RFFDVLRQDO�IDLOXUHV�WR�SUHVHUYH
VWDELOLW\�LQ�UHJLRQV�RI�VHFRQGDU\�JHRSROLWLFDO�LPSRUWDQFH�DUH�WROHUDEOH��¦7KHUH�ZLOO�EH
VRPH�VDIHW\�LQ�LQGLIIHUHQFH�§�-RVHI�-RIIH�FRQFOXGHV�LQ�WKLV�UHJDUG��¦DQG�QRW�HYHU\�FULVLV

QHHGV�WR�EH�DSSURDFKHG�DV�LI�LW�ZHUH�D�ZKROO\�RZQHG�VXEVLGLDU\�RI�$PHULFDQ
GLSORPDF\�§

��
�3URPRWLQJ�UHJLRQDO�VHFXULW\�EHFDXVH�RI�KXPDQLWDULDQ�FRQFHUQV��DV

81352)25�LQ�WKH�IRUPHU�<XJRVODYLD�GHPRQVWUDWHV�RQ�D�GDLO\�EDVLV��ZLOO�UDUHO\�ZRUN
DQG�RQO\�WKHQ�LI�WKH�ZD\V�IRU�DFKLHYLQJ�WKDW�VHFXULW\�DUH�FRVW�HIIHFWLYH�DQG�FDQ�EH
VXVWDLQHG�HFRQRPLFDOO\�DQG�SROLWLFDOO\�RQ�D�ORQJ�WHUP�EDVLV�

��
�7KDW�XQGHUO\LQJ

DFFHSWDELOLW\��DV�'RXJODV�0DF'RQDOG�SRLQWV�RXW��LV�LPSRUWDQW�

,I�FRVW�HIIHFWLYHQHVV�FULWHULD�DUH�QRW��REVHUYHG�LQ�PDNLQJ�PRUDO�FKRLFHV�
PRUDO�RXWUDJH�ZLOO�VRRQ�GLVVROYH�LQWR�GLVLOOXVLRQPHQW��FUHDWLQJ�SUHVVXUH�WR
FXW�DQG�UXQ��ZKLFK�PLJKW�OHDYH�PDWWHUV�ZRUVH�WKDQ�LI�WKHUH�KDG�EHHQ�QR
LQWHUYHQWLRQ��)LJKWLQJ�EORRG\��LQFRQFOXVLYH�ZDUV�IRU�KXPDQLWDULDQ
SXUSRVHV�ZLOO�VHUYH�RQO\�WR�XQGHUFXW�VXSSRUW�IRU�$PHULFD©V�ORQJ�UDQJH�UROH

DV�D�OHDGLQJ�IRUFH�IRU�ZRUOG�RUGHU�
��

7KHUH�DUH�FKRLFHV��LQ�RWKHU�ZRUGV��IURP�WKH�GD\V�ZKHQ�SROLF\PDNHUV�EHFDPH
DFFXVWRPHG�WR�YLHZLQJ�HYHQ�WKH�PRVW�REVFXUH�FRQIOLFWV�RQ�WKH�SHULSKHU\�DV�SRVVLEOH
H[SDQVLRQLVW�SUREHV�FDUULHG�RXW�E\�VXUURJDWHV�RI�WKH�6RYLHW�8QLRQ��7KH�FKDOOHQJH�LQ�DOO
WKLV�LV�WR�FUHDWH�D�VWUDWHJ\�WKDW�DOORZV�IRU�WKH�SURPRWLRQ�RI�YDOXHV�ZLWKRXW�LQLWLDWLQJ�DQ
LQWHUYHQWLRQLVW�ELQJH�WKDW�GUDZV�WKH�8QLWHG�6WDWHV�LQWR�XQQHFHVVDU\�FRQIOLFWV�ZRUOG�ZLGH�
7KDW��LQ�WXUQ��PHDQV�HVWDEOLVKLQJ�SULRULWLHV�ZKLFK��DV�6HFUHWDU\�RI�'HIHQVH�3HUU\�LQGLFDWHG
LQ�1RYHPEHU�������PHDQV�D�UHWXUQ�WR�WKH�WKUHH�FDWHJRULHV�RI�QDWLRQDO�LQWHUHVWV�WKDW
¦VKRXOG�GLFWDWH�ZKHUH�ZH�JHW�LQYROYHG�DQG�WKH�H[WHQW�RI�RXU�PLOLWDU\�LQYROYHPHQW�§�7KH
ILUVW�WZR�FDWHJRULHV�DUH�YLWDO�DQG�LPSRUWDQW�LQWHUHVWV��WKH�ODWWHU�PRUH�GLIILFXOW�WR�GHDO�ZLWK
¦EHFDXVH�ZH�PXVW�ZHLJK�WKH�ULVNV�DJDLQVW�WKH�LQWHUHVWV�LQYROYHG�DQG�EHFDXVH�WKH�WKUHDWV



��

DUH�QRW�DOZD\V�FOHDU�§�7KH�WKLUG�FDWHJRU\�RI�QDWLRQDO�LQWHUHVWV�GHDOV�ZLWK�KXPDQLWDULDQ
FRQFHUQV�FRXFKHG�VSHFLILFDOO\�LQ�WHUPV�RI�FRVW�EHQHILWV�DQG�DFWLRQV�SURSRUWLRQDO�WR�WKH
UHDO�EXW�OLPLWHG�8�6��LQWHUHVWV�LQ�WKLV�FDWHJRU\��%RVQLD��IRU�H[DPSOH��UHTXLUHV�¦D�OHYHO�RI
EORRG�DQG�WUHDVXUH�WKDW�LV�QRW�FRPPHQVXUDWH�ZLWK�RXU�QDWLRQDO�LQWHUHVWV�§�,Q�IXWXUH
KXPDQLWDULDQ�RSHUDWLRQV��WKH�8QLWHG�6WDWHV�ZRXOG�XVH�¦PLOLWDU\�IRUFHV��DV�RSSRVHG�WR
PLOLWDU\�IRUFH��WR�PHHW�D�VSHFLILF�QHHG�§�*HQHUDOO\��3HUU\�FRQFOXGHG�

WKH�PLOLWDU\�LV�QRW�WKH�ULJKW�WRRO�WR�PHHW�KXPDQLWDULDQ�FRQFHUQV��7KH�8�6�
JRYHUQPHQW�KDV�HVWDEOLVKHG�RQJRLQJ�SURJUDPV�WR�DVVLVW�LQWHUQDWLRQDO�DQG
QRQ�JRYHUQPHQWDO�DJHQFLHV�LQ�SURYLGLQJ�KXPDQLWDULDQ�UHOLHI��2UGLQDULO\�
WKH�'HIHQVH�'HSDUWPHQW�ZLOO�QRW�EH�LQYROYHG�LQ�KXPDQLWDULDQ�RSHUDWLRQV
EHFDXVH�RI�WKH�QHHG�WR�IRFXV�RQ�LWV�ZDU�ILJKWLQJ�PLVVLRQV��:H�ILHOG�DQ
DUP\��QRW�D�6DOYDWLRQ�$UP\�

%XW�XQGHU�FHUWDLQ�FRQGLWLRQV�WKH�XVH�RI�RXU�DUPHG�IRUFHV�LV�DSSURSULDWH�
)LUVW��LI�ZH�IDFH�D�QDWXUDO�RU�PDQ�PDGH�FDWDVWURSKH�WKDW�GZDUIV�WKH�DELOLW\
RI�WKH�QRUPDO�UHOLHI�DJHQFLHV�WR�UHVSRQG��6HFRQG��LI�WKH�QHHG�IRU�UHOLHI�LV
XUJHQW�DQG�RQO\�WKH�PLOLWDU\�KDV�WKH�DELOLW\�WR�MXPS�VWDUW�WKH�HIIRUW��7KLUG��LI
WKH�UHVSRQVH�UHTXLUHV�UHVRXUFHV�XQLTXH�WR�WKH�PLOLWDU\��$QG�IRXUWK��LI�WKHUH
LV�PLQLPDO�ULVN�WR�WKH�OLYHV�RI�$PHULFDQ�WURRSV��,Q�KXPDQLWDULDQ
RSHUDWLRQV��ZH�RQO\�XVH�IRUFH�WR�SURWHFW�RXU�WURRSV�RU�PHPEHUV�RI

KXPDQLWDULDQ�DJHQFLHV�KHOSLQJ�XV�
��

7KH�8VH�RI�)RUFH�

)RU�WKH�8QLWHG�6WDWHV�LQ�WKH�SRVW�&ROG�:DU�HUD��PXOWLODWHUDOLVP�DQG�XQLODWHUDOLVP
DUH�QRW�]HUR�VXP�FRQFHSWV�LQ�WKH�DSSURDFK�WR�WKH�XVH�RI�PLOLWDU\�IRUFH��8QLODWHUDOLVP��RI
FRXUVH��SURYLGHV�PRUH�IOH[LELOLW\�RI�DFWLRQ��EXW�LW�FDQ��DOVR�XQGHUPLQH�DOOLDQFH�V\VWHPV
DQG�SURYH�FRVWO\�LQ�EORRG�DQG�WUHDVXUH��7KXV�WKH�8QLWHG�6WDWHV�DIWHU�WKH�9LHWQDP�FRQIOLFW�
OLNH�WKH�%ULWLVK�DIWHU�WKH�%RHU�:DU��UHDVVHVVHG�LWV�RXWORRN�RQ�JHQHUDO�LQWHUYHQWLRQV�ZLWK
WKH�SURKLELWLYH�OLVW�RI�FRQGLWLRQV�IRU�VXFK�DFWLRQV�LQ�WKH�VR�FDOOHG�:HLQEHUJHU�'RFWULQH�RI
������ZKLFK�DW�WKH�YHU\�OHDVW�FDQFHOOHG�RXW��LI�QRW�RYHUFRPSHQVDWHG�IRU�WKH�OHVVRQV�RI
0XQLFK��,Q�WKLV�FRQWH[W��LQ�WKRVH�UDUH�FDVHV�ZKHUH�$PHULFDQ�YLWDO�LQWHUHVWV�DUH�WKUHDWHQHG
E\�UHJLRQDO�FRQIOLFW��XQLODWHUDO�DFWLRQ�PD\�SURYH�ERWK�QHFHVVDU\�DQG�GHVLUDEOH��,Q�IDFW��LI
WKH�8QLWHG�6WDWHV�LV�XQZLOOLQJ�WR�EHDU�WKH�FRVWV�RI�VXFK�XQLODWHUDO�LQWHUYHQWLRQ��WKH�LQWHUHVW

DW�VWDNH�LV�PRVW�SUREDEO\�OHVV�WKDQ�YLWDO�
��

7KH�FRQVLGHUDWLRQV�IRU�WKH�PXOWLODWHUDO�XVH�RI�IRUFH�KDYH�SURYHQ�PRUH�FRPSOH[�
'HVHUW�6WRUP�SURYLGHG�DQ�HIIHFWLYH�PRGHO�IRU�FRDOLWLRQ�EXLOGLQJ�DQG�XVH�RI�LQWHUQDWLRQDO
LQVWLWXWLRQV�LQ�PDMRU�UHJLRQDO�FRQIOLFWV�LQ�RUGHU�WR�HQVXUH�ERWK�OHJLWLPDF\�DQG�WKH�VKDULQJ
RI�SROLWLFDO�ULVNV��%XW�WKH�UHVXOWV�RI�WKDW�FRQIOLFW�RQO\�IHG�WKH�SRVW�&ROG�:DU�HXSKRULD
FRQFHUQLQJ�WKH�PDQDJHPHQW�RI�SRZHU�DQG�OHG�WR�LPSRVVLEO\�KLJK�H[SHFWDWLRQV�LQ�WKH
UHDOP�RI�OHVVHU�PXOWLODWHUDO�RSHUDWLRQV�RQ�WKH�SHULSKHU\�UDQJLQJ�IURP�SHDFHNHHSLQJ�WR



��

SHDFH�HQIRUFHPHQW��7KH�UHVXOW�HDUO\�LQ�WKH�&OLQWRQ�$GPLQLVWUDWLRQ�ZDV�D�SROLF\�WKDW�FDPH
WR�EH�FDOOHG�¦DVVHUWLYH�PXOWLODWHUDOLVP�§�WKH�PDMRU�UDWLRQDOH�RI�ZKLFK�ZDV�WR�PDLQWDLQ�8�6�
JOREDO�LQYROYHPHQW�DW�D�PXFK�UHGXFHG�FRVW��7KH�PDMRU�YHKLFOH�ZDV�WR�EH�D�UHLQYLJRUDWHG
8QLWHG�1DWLRQV�WKDW�ZRXOG�QRW�RQO\�SURYLGH�OHJLWLPDF\�WR�LQWHUYHQWLRQV�RQ�WKH�SHULSKHU\�
EXW�ZRXOG�PRXQW�VXFK�RSHUDWLRQV�ZLWK�LWV�RZQ�UHVRXUFHV��$OO�WKLV��LW�ZDV�H[SHFWHG��ZRXOG
FRQVWUDLQ�XQZDQWHG�XQLODWHUDOLVP�E\�RWKHU�QDWLRQV�ZKLOH�HDVLQJ�WKH�EXUGHQ�IRU�WKH�8QLWHG

6WDWHV�
��

7KH�UHDOLW\�ZDV�VRPHZKDW�GLIIHUHQW��7R�EHJLQ�ZLWK��WKHUH�ZDV�WKH�UHDOL]DWLRQ�WKDW
WUDGLWLRQDO�81�SHDFHNHHSHUV�KDG�QHYHU�EHHQ�DEOH�WR�FUHDWH�WKH�FRQGLWLRQV�IRU�WKHLU�RZQ
VXFFHVV�DQG�WKDW�WR�HVWDEOLVK�LQVWLWXWLRQDO�FDSDELOLWLHV�LQ�WKH�81�IRU�VXFK�HQGHDYRUV�ZRXOG
EH�DQ�HQRUPRXV�XQGHUWDNLQJ��$W�WKH�VDPH�WLPH��8�6��IRUFHV�ZHUH�LQFUHDVLQJO\�LQYROYHG�LQ
6RPDOLD�ZKHUH�KXPDQLWDULDQLVP�ZDV�HYROYLQJ�LQWR�SHDFH�HQIRUFHPHQW�DQG�QDWLRQ
EXLOGLQJ��WKH�ODWWHU�DQ�H[WUHPH�IRUP�RI�:LOVRQLDQLVP��7KH�ORVV�RI�$PHULFDQ�VROGLHUV�LQ
0RJDGLVKX�LQ�2FWREHU������UHQHZHG�DQ�LQWHQVH�GHEDWH�E\�WKH�SXEOLF�DQG�&RQJUHVV��7KH
RXWFRPH�LQ�0D\������ZDV�3UHVLGHQWLDO�'HFLVLRQ�'LUHFWLYH��3''������D�VHW�RI���
SUHFRQGLWLRQV�IRU�8�6��SDUWLFLSDWLRQ�LQ�6HFXULW\�&RXQFLO�YRWHV�RQ�SHDFH�RSHUDWLRQV�DV�ZHOO
DV�IRU�WKH�DFWXDO�LQYROYHPHQW�LQ�VXFK�RSHUDWLRQV¤DOO�GLVWLQFWO\�UHPLQLVFHQW��ZLWK�LWV
¦VWULQJHQW�FRQGLWLRQDOLW\�§�RI�WKH�:HLQEHUJHU�'RFWULQH��0RVW�RI�WKH�FRQVLGHUDWLRQV�LQ�WKH
3''��6WDQOH\�6ORDQ�REVHUYHV��¦WDNHQ�LQGLYLGXDOO\��DSSHDU�UHDVRQDEOH�������XQGHU�PRVW
FLUFXPVWDQFHV��7DNHQ�FROOHFWLYHO\��KRZHYHU��DJDLQVW�WKH�EDFNGURS�RI�WKH�H[SHULHQFHV�ZLWK
WKH�XVH�RI�IRUFH�LQ�WKH�SRVW�&ROG�:DU�ZRUOG�DQG�WKH�FXUUHQW�SULRULWLHV�RI�WKH
$GPLQLVWUDWLRQ�DQG�&RQJUHVV��WKHVH�IDFWRUV�DSSHDU�VR�FRQVWUDLQLQJ�DV�WR�EH�SURKLELWLYH�RI

DFWLRQ�§
��

�
7KH�UHVWULFWLYH�QDWXUH�RI�WKH�GRFXPHQW��KRZHYHU��LV�D�QHFHVVDU\�DQRG\QH�IRU

SXEOLF�PLVXQGHUVWDQGLQJ�DQG�GLVLOOXVLRQPHQW�ZLWK�D�VLWXDWLRQ�LQ�ZKLFK�8�6��OHDGHUVKLS
FDQ�QR�ORQJHU�EULGJH�WKH�JDS�WKDW�LW�GLG�LQ�WKH�&ROG�:DU�EHWZHHQ�WKH�QDWLRQDO�LQWHUHVW�DQG
WKH�JHQHUDO�LQWHUHVW��7KDW�PLVXQGHUVWDQGLQJ�H[WHQGV�WR�WKH�8QLWHG�1DWLRQV�ZKHUH�WKH
8QGHU�6HFUHWDU\�*HQHUDO�IRU�3HDFHNHHSLQJ�2SHUDWLRQV�UHFHQWO\�VWDWHG�WKDW�ZLWK�WKH
&OLQWRQ�SODQ�IRU�ZLWKGUDZDO�RI�8�6��IRUFHV�IURP�6RPDOLD��¦WKH�LPSUHVVLRQ�KDV�EHHQ
FUHDWHG�WKDW�WKH�HDVLHVW�ZD\�WR�GLVUXSW�D�SHDFHNHHSLQJ�RSHUDWLRQ�LV�WR�NLOO�$PHULFDQV�§

��

7KH�IDFW�LV�WKDW�FRQIOLFW�RQ�WKH�SHULSKHU\�MXVW�DV�LW�LV�DW�WKH�FRUH�LV�FRQWUROOHG�E\�LWV
SROLWLFDO�REMHFWLYH��DQG�WKDW�DV�&ODXVHZLW]�ORQJ�DJR�REVHUYHG��¦WKH�YDOXH�RI�WKLV�REMHFW
PXVW�GHWHUPLQH�WKH�VDFULILFHV�WR�EH�PDGH�IRU�LW�LQ�PDJQLWXGH�DQG�DOVR�LQ�GXUDWLRQ�§

��
�$QG

DV�ZDV�GHPRQVWUDWHG�LQ�0RJDGLVKX��LQ�WKH�DEVHQFH�RI�D�FRQYLQFLQJ�YDOXH�IRU�PLOLWDU\
LQWHUYHQWLRQ�RQ�WKH�SHULSKHU\��WKH�FRVW�LQ�WHUPV�RI�FDVXDOWLHV�ZLOO�DOZD\V�DSSHDU�WR�EH

SURKLELWLYH�
��

(TXDOO\�LPSRUWDQW��3''����GHPRQVWUDWHV�WKDW�XQOLNH�WKH�DUWLILFLDO�HQYLURQPHQW�RI
WKH�&ROG�:DU��VHOHFWLYLW\�WRGD\�GRHV�QRW�PHDQ�D�FKRLFH�EHWZHHQ�VRPHWLPHV�DQG�DOZD\V�
EXW�EHWZHHQ�VRPHWLPHV�DQG�QHYHU��7KLV�W\SH�RI�VHOHFWLYLW\�LV�QHFHVVDU\�IRU�WKH�8QLWHG
6WDWHV�LI�WKH�81�LV�QRW�WR�UHPDLQ�WKH�IRFDO�SRLQW�RI�IUXVWUDWLRQV�DQG�UHFULPLQDWLRQV�FDXVHG



��

E\�DVVLJQPHQWV�EH\RQG�LWV�FDSDFLW\��$OUHDG\�LQ�&RQJUHVV��UHVWULFWLYH�OHJLVODWLRQ�LV�LQ�WUDLQ
WKDW�UHIOHFWV�+RXVH�6SHDNHU�*LQJULFK©V�GHVFULSWLRQ�RI�WKH�81�DV�¦D�WRWDOO\�LQFRPSHWHQW
LQVWUXPHQW�DQ\�SODFH�WKDW�PDWWHUV�§

��
�7KH�FRXQWHU�WR�WKLV�LPSUHVVLRQ�OLHV�LQ�UHQHZHG�8�6�

OHDGHUVKLS�VHOHFWLYHO\�LPSOHPHQWHG�XQGHU�3''�����PXOWLODWHUDOO\�ZKHQ�SRVVLEOH�
XQLODWHUDOO\�ZKHQ�QHFHVVDU\��EXW�DOZD\V�DLPHG�DW�EXLOGLQJ�FRQVHQVXV�DURXQG�$PHULFDQ
SROLF\�SUHIHUHQFHV��,Q�WKLV�ZD\��PXOWLODWHUDOLVP�EHFRPHV�QRW�VR�PXFK�DQ�DOWHUQDWLYH�WR
$PHULFDQ�OHDGHUVKLS��DV�WKH�FRQVHTXHQFHV�RI�WKDW�OHDGHUVKLS��7KH�IDFW�UHPDLQV�WKDW�WKH
LQWHUQDWLRQDO�FRPPXQLW\�VWLOO�ORRNV�WR�WKH�8QLWHG�6WDWHV�IRU�WKLV�OHDGHUVKLS��D�UHIOHFWLRQ
QRW�RQO\�RI�KDELWV�IRUPHG�GXULQJ�WKH�&ROG�:DU��EXW�RI�$PHULFD©V�FRQWLQXHG�SRVLWLRQ�DV
WKH�RQO\�UHPDLQLQJ�JOREDO�VXSHUSRZHU��$V�VXFK��WKH�8QLWHG�6WDWHV�KDV�D�JUHDWHU�VHOI�
LQWHUHVW�WKDQ�DQ\�RWKHU�QDWLRQ�LQ�LPSURYLQJ�DQG�VXSSRUWLQJ�DQ�LQVWLWXWLRQ�WKDW�GRHV�QRW

GHSHQG�RQ�$PHULFDQ�LQWHUYHQWLRQ�DORQH�IRU�WKH�PDLQWHQDQFH�RI�JOREDO�VWDELOLW\�
��

7KH�WKHPH�RI�VHOHFWLYLW\�DQG�VXSUDQDWLRQDO�LQVWLWXWLRQDO�VXSSRUW�LV�SDUWLFXODUO\
LPSRUWDQW�IRU�D�8�6��PLOLWDU\�VWXFN�VTXDUHO\�RQ�WKH�KRUQV�RI�D�GLOHPPD�EHWZHHQ�SHDFH
RSHUDWLRQV�DQG�RWKHU�QRQWUDGLWLRQDO�PLVVLRQV�RQ�WKH�RQH�VLGH�DQG�SUHSDUDWLRQ�IRU�ODUJHU
DQG�ORQJHU�WHUP�WKUHDWV�WR�YLWDO�QDWLRQDO�LQWHUHVWV�RQ�WKH�RWKHU��,W�LV�D�GLOHPPD�VLPLODU�WR
WKDW�IDFHG�E\�WKH�%ULWLVK�$UP\�DQG�WKH�JRYHUQPHQW�LQ�WKH�HDUO\�����V��)RU�WKH�WDQN
DGYRFDWHV�DW�WKH�WLPH��WKH�TXHVWLRQ�ZDV�ZKHWKHU�%ULWDLQ�ZRXOG�FRQWLQXH�WR�SOD\�WKH
WUDGLWLRQDO�UROH�DV�EDODQFHU�DW�WKH�FRUH�RI�%ULWLVK�YLWDO�LQWHUHVWV�RQ�WKH�&RQWLQHQW��7KH
DOWHUQDWH��VXSSRUWHG�E\�WKH��&RORQHO�%OLPSV��WKH�%ULWLVK�SXEOLF�DQG�WKH�EHOW�WLJKWHQLQJ
JRYHUQPHQW�WKDW�UHSUHVHQWHG�WKHP��ZDV�WKH�SHULSKHU\��WKH�&RORQLDO�6HUYLFH©V�UHTXLUHPHQW
WR�SODFH�VXIILFLHQW�WURRSV�WKURXJKRXW�WKH�%ULWLVK�(PSLUH��ZKLFK�LQ�WXUQ�VLSKRQHG�RII�IXQGV
IURP�HTXLSPHQW�PRGHUQL]DWLRQ��WUDLQLQJ�DQG�PLOLWDU\�VFKRROLQJ��7KH�XSVKRW�ZDV�WKDW
%ULWDLQ�GLG�QRW�FDSLWDOL]H�RQ�LWV�HDUOLHU�VXFFHVVHV�LQ�FUHDWLQJ�D�PRGHUQ�DUPRUHG�IRUFH�
¦([WHUQDO�SUHVVXUH�DQG�LQWHUQDO�VWUHVV�§�7KRPDV�'RQQHOO\�FRQFOXGHV��¦HYHQWXDOO\
FRQYHUWHG�WKH�5R\DO�7DQN�&RUSV�IURP�D�FROOHJH�RI�LQVSLUHG�SURSKHWV�WR�DQ�LQIOH[LEOH

GRFWULQDLUH�RUJDQL]DWLRQ�§
��

)RU�FULWLFV��VXFK�DQ�HLWKHU�RU�SURSRVLWLRQ�GRHV�QRW�H[LVW�IRU�WKH�8�6��PLOLWDU\��0DQ\
RI�ZKDW�DUH�QRZ�FDOOHG�QRQ��RU�OHVV�WUDGLWLRQDO�PLVVLRQV��&DUO�%XLOGHU�SRLQWV�RXW��DUH
DFWXDOO\�PRUH�WUDGLWLRQDO�WKDQ�WKRVH�¦WUDGLWLRQDO§�RQHV�QRUPDOO\�DVVRFLDWHG�ZLWK�PLOLWDU\
IRUFHV�DQG�OLNHO\�WR�EHFRPH�HYHQ�PRUH�FRPPRQ�LQ�WKH�IXWXUH��$UP\�HQJLQHHUV��IRU
H[DPSOH��ZRUNHG�RQ�URDGV�WKURXJKRXW�PXFK�RI�$PHULFD©V�KLVWRU\�DQG�EXLOW�WKH�3DQDPD
&DQDO��$QG�WKH�PLOLWDU\�KDV�UHPDLQHG�WKH�XOWLPDWH�VDIHW\�QHW�ZKHWKHU�LW�LQYROYHG�HIIRUWV�DW
WKH������&KLFDJR�ILUH�RU�WKRVH�FRQFHUQHG�ZLWK�HDUWKTXDNH��IORRG�DQG�RWKHU�KXPDQLWDULDQ
UHOLHI�LQ�WKH�����V��RU�ZKHWKHU�LW�LQYROYHG�WKH�VXSSUHVVLRQ�RI�ULRWV�DQG�UHYROW�UDQJLQJ�IURP
6KD\©V������5HEHOOLRQ�WR�WKH������/RV�$QJHOHV�ULRWV��)RU�%XLOGHU��KRZHYHU��WKH�FDVH�IRU
QRQWUDGLWLRQDO�UROHV�XOWLPDWHO\�UHWXUQV�WR�DQ�DSRFDO\SWLF��.DSODQHVTXH�YLHZ�RI�WKH�IXWXUH
LQ�ZKLFK�WKH�UHODWLYH�YXOQHUDELOLW\�RI�VRFLHWLHV�PHDVXUHG�E\�WKHLU�LQIUDVWUXFWXUH
GHSHQGHQFH�SOD\V�DQ�LQFUHDVLQJO\�ODUJHU�UROH�LQ�UHODWLYH�SRZHU��7KH�¦UHYROXWLRQ§�RI�'HVHUW
6WRUP�KDV�EHHQ�VXSSODQWHG�E\�SROLWLFDO��VRFLDO��FXOWXUDO�DQG�WHFKQRORJLFDO�VRXUFHV�RI
FKDQJH�WKDW�DUH�UHVKDSLQJ�WKH�FKDUDFWHU�RI�PRGHUQ�ZDUIDUH�



��

7KH�SDWWHUQ�RI�IXWXUH�FRQIOLFWV�PD\�EH�PRUH�HYLGHQW�LQ�WKH�FLWLHV�RI�%HLUXW�
%HOIDVW��DQG�%HWKOHKHP�WKDQ�LW�KDV�EHHQ�HQYLVDJHG�RQ�WKH�ERUGHUV�RI
QDWLRQV�GLYLGHG�E\�WKH�&ROG�:DU�RU��PRUH�UHFHQWO\��RYHU�WKH�RLO�ILHOGV�RI
WKH�3HUVLDQ�*XOI��:KLOH�VRPH�ZDUV�PD\�VWLOO�EH�IRXJKW�ZLWK�UHJXODU�IRUFHV
DQG�WUDGLWLRQDO�PHDQV��PRUH�DQG�PRUH�FRQIOLFWV�KDYH�WKH�FKDUDFWHU�RI�FLYLO
ZDUV��LQVXUUHFWLRQV��DQG�ULRWV��DQG�WKH\�DUH�H[SRUWDEOH�WKURXJK�DFWV�RI

WHUURULVP�DQ\ZKHUH�LQ�WKH�ZRUOG�
��

,Q�WKLV�HQYLURQPHQW��WKH�FULWLFV�FRQWHQG��WKH�8�6��PLOLWDU\�KDV�KXQNHUHG�GRZQ�
SURWHFWLQJ�KLHUDUFKLFDO�VWUXFWXUHV��DQG�OLNH�*HUPDQ�RIILFHUV�D�KDOI�FHQWXU\�EHIRUH�
DWWHPSWLQJ�WR�UHHVWDEOLVK�D�EDVLV�IRU�PLOLWDU\�SURIHVVLRQDOLVP�LQFRUSRUDWHG�LQ�WKH�YLHZ�WKDW
ZDU�UHPDLQV�WKH�VSHFLDO�SURYLQFH�RI�WKH�ZDUULRU�ZKR�FDQ�WKXV�ULJKWO\�FODLP�D�GLVWLQFWLYH
VWDWXV�LQ�VRFLHW\��7KH�UHYROXWLRQ�LQ�PLOLWDU\�DIIDLUV�LQ�VXFK�D�PLOLHX�LV�QRWKLQJ�PRUH�WKDQ�D
UHDFWLRQDU\�DWWHPSW�WR�LJQRUH�QXFOHDU�DQG�XQFRQYHQWLRQDO�ZDUIDUH�DV�ZHOO�DV�RWKHU�IDFWRUV
WKDW�VKDSH�ZDUIDUH��ZKLOH�FRQYH\LQJ�D�¦WHFKQR�FKLF§�LPDJH��LQ�$��-��%DFHYLFK©V
GHVFULSWLRQ��RI�PLOLWDU\�LQVWLWXWLRQV�¦LQ�WKH�PLGVW�RI�FRQWLQXRXV�WUDQVIRUPDWLRQ�
UHGHVLJQLQJ��UHVWUXFWXULQJ�DQG�UHRUJDQL]LQJ�LQ�D�KHOO�EHQW�UXVK�WR�HPEUDFH�WKH�IXWXUH�§

��
�,Q

WKLV��OLJKW��0DMRU�5HJLRQDO�&RQWLQJHQFLHV��05&V��VFHQDULRV�DUH�VLPSO\�DWWHPSWV�WR�UHYLYH
DQ�XQOLNHO\�PRGHO�RI�OLPLWHG�ZDU�PRUH�VXLWHG�WR���WK�FHQWXU\�SROLWLFV�WKDQ�DQ�HUD�RI
FKDQJLQJ�ZDUIDUH��¦,I�IRUFHV�GHVLJQHG�DQG�HTXLSSHG�LQ�FRPSOLDQFH�ZLWK�WKH�GLFWDWHV�RI�WKH
IXWXUH�§�%DFHYLFK�FRQFOXGHV��¦DUH�LOO�VXLWHG�IRU�GHDOLQJ�ZLWK�FLYLO�ZDUV��HWKQLF�FRQIOLFWV�

IDLOHG�VWDWHV��DQG�WHUURU��WKHQ�WKH\�DUH�RI�OLPLWHG�XWLOLW\�LQ�WKH�ZRUOG�DV�LW�H[LVWV�§
��

$OO�WKLV��SDUWLFXODUO\�WKDW�FRQFHUQHG�ZLWK�WKH�ORZ�LQWHQVLW\�DVSHFWV�RI�FRQIOLFW��LV
UHPLQLVFHQW�RI�WKRVH�DUJXPHQWV�GXULQJ�WKH�&ROG�:DU�WKDW�FDXVHG�5REHUW�.RPHU�WR�GHILQH
WKH�¦OLNHOLKRRG�IDOODF\§�DV�SRVWXULQJ�WR�GHDO�SULPDULO\�ZLWK�WKH�PRVW�OLNHO\�FRQWLQJHQFLHV
RQ�WKH�FRQIOLFW�VSHFWUXP�WR�WKH�GHWULPHQW�RI�WKH�OHVV�OLNHO\�EXW�PRVW�FULWLFDO�RQHV�

��
�7KH

XOWLPDWH�UHVXOW�LV�WKDW�E\�LJQRULQJ�WKH�PRVW�FULWLFDO�FRQWLQJHQFLHV��WKH\�EHFRPH�LQ�IDFW�WKH
PRVW�OLNHO\��6XFK�FRQVLGHUDWLRQV�KDYH�GLUHFW�LPSOLFDWLRQV�IRU�WUDGH�RIIV�FRQFHUQLQJ�IRUFHV
FRQILJXUHG�WR�SURWHFW�YLWDO�QDWLRQDO�LQWHUHVWV�LQ�PDMRU�UHJLRQDO�FRQWLQJHQFLHV��)RU
H[DPSOH��WKH�8�6��$UP\��SULPDULO\�FRQILJXUHG�IRU�WKHVH�FRQWLQJHQFLHV��KDV�D�VKRUWDJH�RI
PRELOH�OLJKW�GLYLVLRQV�WKDW�FRXOG�EH�XVHG�LQ�XUEDQ��MXQJOH�RU�PRXQWDLQ�RSHUDWLRQV��7KH
WHPSWDWLRQ�LQ�VXFK�FLUFXPVWDQFHV�LV�WR�LJQRUH�$PEDVVDGRU�.RPHU©V�ZDUQLQJ��¦*LYHQ�WKH
LQFUHDVHG�LPSRUWDQFH�RI�SHDFHPDNLQJ��SHDFHNHHSLQJ�RSHUDWLRQV�DQG�WKH�OLNHOLKRRG�RI
RWKHU�FRQWLQJHQFLHV�WR�ZKLFK�DLUERUQH�DQG�DLU�DVVDXOW�IRUFHV�ZRXOG�EH�EHVW�VXLWHG������§�RQH
DQDO\VW�FRQFOXGHV��¦LW�VHHPV�WKDW�WKH�SULRULW\�EHLQJ�JLYHQ�WR�KHDY\�XQLWV¤WKH�YHU\�IRUFHV

IRU�ZKLFK�$LU�)RUFHV�FDQ�PRVW�QHDUO\�VXEVWLWXWH�RQ�WKH�PDUJLQ¤PD\�EH�RYHUGRQH�§
��

7KH�WHQVLRQV�EHWZHHQ�WUDGLWLRQDO�ZDUILJKWLQJ�PLVVLRQV�DQG�ZKDW�WKH�8�6��$UP\
KDV�DOPRVW�GHIHQVLYHO\�DQG�FHUWDLQO\�XQIRUWXQDWHO\�WHUPHG�2SHUDWLRQV�2WKHU�7KDQ�:DU
�227:��ZHUH�VXPPHG�XS�E\�IRUPHU�6HFUHWDU\�RI�'HIHQVH�/HV�$VSLQ��¦,I�D�VROGLHU�UHDFWV
OLNH�D�SROLFHPDQ�LQ�D�PLOLWDU\�VLWXDWLRQ��KH©V�GHDG��LI�KH�UHDFWV�OLNH�D�VROGLHU�LQ�D�SROLFH



��

VLWXDWLRQ��KH�FUHDWHV�DQ�LQWHUQDWLRQDO�LQFLGHQW�§
��
�7KH�NH\�WR�DOOHYLDWLQJ�VRPH�RI�WKHVH

WHQVLRQV�LV�VHOHFWLYLW\�DQG�VRPH�IUDQN�DFNQRZOHGJPHQW�RI�ZKDW�WKLV�PHDQV�RQ�ERWK�VLGHV
RI�WKH�SROLWLFDO�VSHFWUXP��/LEHUDOV�ZLOO�KDYH�WR�GURS�WKH�SUHWHQVH�WKDW�WKH�81�DV�LW�LV
SUHVHQWO\�VWUXFWXUHG�FDQ�HIIHFWLYHO\�UHVROYH�LQWHUQDWLRQDO�GLVSXWHV��$QG�FRQVHUYDWLYHV�ZLOO
KDYH�WR�UHFRJQL]H�WKDW�IXQGLQJ�RI�WKH�81�LV�EHWWHU�WKDQ�ZDWFKLQJ��DV�.DUHQ�+RXVH�SRLQWV

RXW��¦WKH�8�6��PLOLWDU\�HYROYH�LQWR�WKH�'XWFK�$UP\�§
��

8OWLPDWHO\��VHOHFWLYLW\�LV�LPSRUWDQW�EHFDXVH�WKH�LQGLVFULPLQDWH�XVH�RI�WKH�8�6�
PLOLWDU\�IRU�VRFLDO�ZHOIDUH�LV�VHOI�GHIHDWLQJ��6XFK�XVH�QRUPDOO\�SODFHV�WURRSV�LQ�VLWXDWLRQV
ZKHUH�WKHUH�DUH�QR�GHPRQVWUDEOH�YLWDO��PXFK�OHVV�LPSRUWDQW�QDWLRQDO�LQWHUHVWV��,Q�WKHVH
FLUFXPVWDQFHV��DV�ZH�KDYH�VHHQ��WKH�$PHULFDQ�SXEOLF�LV�XQOLNHO\�WR�VXIIHU�8�6��FDVXDOWLHV
IRU�ORQJ��7KH�FRQVHTXHQW�ZLWKGUDZDO�RI�WKH�IRUFHV�LQ�WXUQ�XQGHUFXWV�$PHULFDQ�FUHGLELOLW\
DEURDG��HQFRXUDJLQJ�ZRXOG�EH�DJJUHVVRUV��$OO�WKLV�ZLOO�HYHQWXDOO\�XQGHUPLQH�SXEOLF
VXSSRUW�HYHQ�LQ�WKRVH�VLWXDWLRQV�ZKHUH�YLWDO�QDWLRQDO��LQWHUHVWV�DUH�DW�VWDNH��WKH�SRVW�&ROG
:DU�YHUVLRQ�RI�WKH�.RPHU�¦OLNHOLKRRG�IDOODF\�§

7KH�UHVXOW�LQ�WKLV�WUDQVLWLRQ�SHULRG�LV�D�VWDQGRII��¦0XFK�DV�WKH�PLOLWDU\�PD\�ZLVK
LW�§�5LFKDUG�6ZDLQ�FRQFOXGHV��¦WKH\�ZLOO�QRW�KDYH�WKH�OLEHUW\�RI�VHOHFWLQJ�HLWKHU�DQ�$UPHH
GH�0HWLHU��RU�IRUFHV�RUJDQL]HG�IRU�2SHUDWLRQV�2WKHU�WKDQ�:DU��7KHLU�ZRUOG�LV�QRW�JRLQJ�WR
EH�WKDW�VLPSOH�DQG�VRPHKRZ�WKH�DUPHG�IRUFHV�PXVW�SUHSDUH�WR�GHDO�ZLWK�ERWK�FDWHJRULHV
RI�WKH�SUREOHP�§

��
�&HUWDLQO\��VHOHFWLYH�QRQWUDGLWLRQDO�PLVVLRQV�IRU�WKH�PLOLWDU\�ZLOO�EH

QHFHVVDU\�RFFDVLRQDOO\�WR�FRXQWHU�WKH�FXPXODWLYH�FUHGLELOLW\�ORVV�WKDW�FDQ�RFFXU�LI�WKH
8QLWHG�6WDWHV�GHFOLQHV�WR�UHVSRQG�WR�WKH�¦JUH\�DUHD�FKDOOHQJHV§�GHVFULEHG�E\�6HFUHWDU\
6KXOW]��7KDW�FUHGLELOLW\�DOVR�SOD\V�D�UROH�LQ�WKH�SUHVHUYDWLRQ�RI�QDWLRQDO�YDOXHV��:LWKRXW�LW�
WKH�PRVW�OLNHO\�DOWHUQDWLYH�LV�DQ�$PHULFDQ�SXEOLF�VXIIXVHG�ZLWK�IOLFNHULQJ�SLFWXUHV�RI
VXIIHULQJ�SRSXODWLRQV��LQFUHDVLQJO\�UHDFWLQJ�WR�LQWHUQDWLRQDO�KRUURUV�ZLWK�WKH�DSDWK\�LW
FXUUHQWO\�UHVHUYHV�IRU�WKH�GDLO\�QHZV�UHSRUWV�RI�WKH�SDQRSO\�RI�PXUGHU�DQG�PD\KHP�RQ�WKH
VWUHHWV�RI�8�6��FLWLHV��,Q�DGGLWLRQ��WKH�VNLOOV�OHDUQHG�DQG�SUDFWLFHG�RQ�QRQWUDGLWLRQDO
PLVVLRQV��DV�D�KRVW�RI�ILHOG�FRPPDQGHUV�YLVLWLQJ�WKH�8�6��$UP\�:DU�&ROOHJH�KDYH
DWWHVWHG��E\�QR�PHDQV�FRQVWLWXWH�D�ZDVK�LQ�WHUPV�RI�ZDUILJKWLQJ�OHDGHUVKLS�DQG�WUDLQLQJ�
)LQDOO\��VHOHFWLYH�QRQWUDGLWLRQDO�PLVVLRQV�DW�KRPH�DQG�DEURDG�FDQ�SURYLGH�D�UHOHYDQF\�WR
WKH�$PHULFDQ�SXEOLF�IRU�WKH�8�6��PLOLWDU\�WKDW�PD\�EH�ODFNLQJ��DV�LW�RIWHQ�LV�LQ�7LPH©V
&\FOH��EHIRUH�WKH�XOWLPDWH�HPHUJHQF\�RI�D�FOHDU�DQG�SUHVHQW�$�OHYHO�GDQJHU�

0HDQZKLOH��LQ�WKH�FDVH�RI�SRWHQWLDO�LPEDODQFH�RI�SRZHU�SUREOHPV�LQ�(XUDVLD��WKH
8QLWHG�6WDWHV�QHHGV�WR�PDLQWDLQ�LWV�KLJK�YDOXH�WR�RWKHUV�DV�DQ�DOO\��$W�WKH�VDPH�WLPH��WKHUH
LV�D�QHHG�WR�SUHVHUYH�WKH�$PHULFDQ�DELOLW\�WR�FRQGXFW�WLPHO\�DQG�GHFLVLYH�UHVSRQVHV�WR
VHOHFWHG�ORFDO�DQG�UHJLRQDO�SUREOHPV�DURXQG�WKH�ZRUOG��$QG��DV�ZH�KDYH�VHHQ��WKHUH�LV
DOVR�WKH�QHHG�IRU�WKH�GHIW�XVH�RI�IRUFH�LQ�SUHFLVH�DQG�OLPLWHG�ZD\V�WKDW�DUH�VKRUW�RI�ZDU��,Q
WKH�FXUUHQW�WUDQVLWLRQ�SHULRG��LW�LV�LPSRVVLEOH�IRU�WKH�8QLWHG�6WDWHV�WR�SXUFKDVH�LQVXUDQFH
DJDLQVW�HYHU\�SRVVLEOH�WKUHDW��%XW�DV�&ROLQ�*UD\�LQGLFDWHV��LW�LV�SRVVLEOH�IRU�WKH�FRXQWU\�WR
LQYHVW�LQ�IRUFHV�DQG�WHFKQRORJLHV�WKDW�ZLOO�\LHOG�WKH�KLJKHVW�SD\RII�DQG�KHGJH�DJDLQVW�WKH
PDMRU�XQSOHDVDQW�VXUSULVHV��XQOLNHO\�E\�WKHLU�QDWXUH��WKDW�ZLOO�LQYDULDEO\�RFFXU�



��

,I�WKH�8QLWHG�6WDWHV�PDLQWDLQV�D�VWUDWHJLF�IRUFH�SRVWXUH�VHFRQG�WR�QRQH��D
QDY\�DEOH�WR�HQIRUFH�WKH�ULJKW�WR�PDULWLPH�SDVVDJH�YLUWXDOO\�HYHU\ZKHUH�
WKH�DELOLW\�WR�SURMHFW�SRZHU�IURP�WKH�DLU�RQ�D�PDVVLYH�VFDOH�DQG�JOREDOO\�
DQG�FDQ�SURMHFW�ODQG�SRZHU�RQ�D�PRGHVW�VFDOH�EXW�ZLWK�JUHDW�DJLOLW\�DQG
SUHFLVLRQ��OLWWOH�ODVWLQJ�GDPDJH�FDQ�EH�GRQH�WR�WKH�YLWDO�LQWHUHVWV�RI�WKH

5HSXEOLF�
��



��
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�7KH�QDWLRQDO�VHFXULW\�VWUDWHJ\�GRFXPHQW�RI�WKH�8QLWHG�6WDWHV�LV�D�UHTXLUHPHQW�
7KH������*ROGZDWHU�1LFKROV�$FW��UHTXLUHV�WKH�3UHVLGHQW�WR�VXEPLW�DQ�DQQXDO�QDWLRQDO
VHFXULW\�VWUDWHJ\�WKDW�GLVFXVVHV�DV�D�PLQLPXP��YLWDO�JOREDO�8�6��LQWHUHVWV�DQG�REMHFWLYHV�
SURSRVHG�VKRUW�DQG�ORQJ�WHUP�XVH�RI�DOO�HOHPHQWV�RI�QDWLRQDO�SRZHU�WR�DFKLHYH�8�6�
REMHFWLYHV��DQG�WKH�FRPPLWPHQWV�DQG�GHIHQVH�FDSDELOLWLHV�UHTXLUHG�WR�GHWHU�DJJUHVVLRQ�DQG
LPSOHPHQW�WKH�VWUDWHJ\�ZKLOH�DFKLHYLQJ�D�EDODQFH�DPRQJ�DOO�HOHPHQWV�RI�SRZHU�

���
�2YHU

WKH�\HDUV��WKLV�VWUDWHJ\�KDV�QRW�LQ�JHQHUDO�UHFHLYHG�D�JRRG�SUHVV��2QH�DQDO\VW�ZKR
SDUWLFLSDWHG�LQ�WKH�FUHDWLRQ�RI�WKH�ILUVW�IRXU�GRFXPHQWV��FRQVLGHUHG�WKHP�WR�EH�¦SHGHVWULDQ
RU�ZRUVH�LQ�FRQFHSWLRQ��SUHSDUDWLRQ�DQG�ILQDO�SURGXFW�§

���
�0RUH�UHFHQWO\��WKH�&OLQWRQ

DGPLQLVWUDWLRQ©V�-XO\������VWUDWHJ\�ZDV�FKDUDFWHUL]HG�E\�D�IRUPHU�$UP\�&KLHI�RI�6WDII�DV
VRPHWKLQJ�WKDW�¦WKH�ZLQG�FDPH�LQ�DQG�EOHZ������DZD\��7KHUH�ZDV�QRWKLQJ�WR�LW�§

���
�7KDW

SDUWLFXODU�VWUDWHJ\�ZDV�DOVR�GXEEHG�WKH�¦(Q�(Q�'RFXPHQW§�IRU�LWV�WZR�SULQFLSDO�WKHPHV�RI
HQJDJHPHQW�DQG�HQODUJHPHQW¤WHUPV��:LOOLDP�6DILUH�FRQFOXGHG��WKDW�FRQMXUHG�XS�¦D�YLVLRQ

RI�LQYROYHG�WXPHVFHQFH�§
���

$�PDMRU�SUREOHP�IRU�WKH�GRFXPHQW�LV�WKDW�LW�GRHV�QRW�VHUYH�WKH�QHHGV�RI�WKH�:KLWH
+RXVH��,W�LV�GXH�LQ�-DQXDU\�DQG�WKXV�JXDUDQWHHG�WR�EH�RYHUVKDGRZHG�LQ�HIIRUW�DQG�HIIHFW�E\
WKH�3UHVLGHQW©V�6WDWH�RI�WKH�8QLRQ�$GGUHVV��7KDW�SUREOHP�LOOXVWUDWHV�D�ODUJHU�RQH��WKH
VWUDWHJ\�GRFXPHQW�FDQQRW�HYHQ�EHJLQ�WR�DSSURDFK�RWKHU�PHDQV�VXFK�DV�VSHHFKHV�DQG
WHVWLPRQLHV�LQ�WHUPV�RI�LQIOXHQFLQJ�&RQJUHVV�DQG�WKH�SXEOLF��¦:KDW�3UHVLGHQW�LQ�D�IDVW�
SDFHG��PHGLD�RULHQWHG�ZRUOG�§�'RQ�6QLGHU�SRLQWV�RXW��¦ZRXOG�ZDQW�WR�DUWLFXODWH�RQFH�D
\HDU��LQ�D�VWDWLF��ZULWWHQ�UHSRUW�D�GHWDLOHG�VWDWHPHQW�RI�KLV�IRUZDUG�ORRNLQJ�VWUDWHJLF
YLVLRQ"§

���
�7KLV�UHOXFWDQFH�LV�FRPSRXQGHG�LI�WKHUH�LV�DQ\�ODFN�RI�FRQVHQVXV�RQ�JUDQG

VWUDWHJ\�ZLWKLQ�DQ�DGPLQLVWUDWLRQ��SDUWLFXODUO\�LI�WKDW�DGPLQLVWUDWLRQ�LV�QRW�GRLQJ�ZHOO�LQ
SXEOLF�RSLQLRQ�SROOV��¦7R�SXEOLVK�D�GHWDLOHG�UHSRUW�RI�QDWLRQDO�VHFXULW\�VWUDWHJ\�QRZ�§�RQH
&OLQWRQ�:KLWH�+RXVH�VWDIIHU�FRPPHQWHG��¦ZRXOG�MXVW�SURYLGH�FKXP�IRU�WKH�VKDUNV�§

���

7KH�UHVXOW��E\�RQH�RIILFLDO©V�HVWLPDWH��ZDV�WKDW�WKHUH�ZHUH����GUDIWV�RI�WKH�&OLQWRQ
DGPLQLVWUDWLRQ©V�ILUVW�QDWLRQDO�VHFXULW\�VWUDWHJ\�EHWZHHQ�HDUO\������DQG�WKH�-XO\

SXEOLFDWLRQ�RI�WKDW�GRFXPHQW�¦LQ�WKH�GHDG�RI�WKH�QLJKW�§
���

$OO�WKDW�QRWZLWKVWDQGLQJ��WKH�QDWLRQDO�VHFXULW\�VWUDWHJ\�VHUYHV�VRPH�XVHIXO
IXQFWLRQV�IRU�WKH�3UHVLGHQW��7R�EHJLQ�ZLWK��LW�SURYLGHV�D�EHJLQQLQJ�IRU�KLV�GLDORJXH�ZLWK
&RQJUHVV�FRQFHUQLQJ�WKH�DGPLQLVWUDWLRQ©V�UDWLRQDOH�IRU�UHVRXUFHV��,W�DOVR�FKDUWV�D�VWUDWHJLF
YLVLRQ�XVHIXO�QRW�RQO\�WR�RWKHU�QDWLRQV��EXW�WR�VHOHFWHG�GRPHVWLF�VXSSRUWHUV�DV�ZHOO�
(TXDOO\�LPSRUWDQW��WKH�DQQXDO�SURFHVV�RI�FUHDWLQJ�WKH�GRFXPHQW�VHUYHV�WKH�LQWHUQDO
FRQVWLWXHQF\�LQ�WKH�([HFXWLYH�%UDQFK�E\�FUHDWLQJ�FRQVHQVXV�RQ�IRUHLJQ�DQG�GHIHQVH
SROLFLHV��1HYHUWKHOHVV�DV�6QLGHU�FRQFOXGHV��D�3UHVLGHQWLDO�VWUDWHJ\�UHSRUW�

FDQ�QHYHU�EH�PRUH�WKDQ�LW�UHDOO\�LV��D�VWDWHPHQW�RI�SUHIHUHQFH�IURP�WKH



��

H[HFXWLYH�EUDQFK�DV�WR�FXUUHQW��DQG�SHUKDSV�IXWXUH��JUDQG�VWUDWHJ\��*LYHQ
RXU�JRYHUQPHQW�RI�VKDUHG�SRZHUV��LW�UHPDLQV�IRU�D�FRQVWUXFWLYHO\�
DGYHUVDULDO�SURFHVV�ZLWK�WKH�&RQJUHVV�WR�UHILQH�WKDW�SUHIHUHQWLDO�VWUDWHJ\
LQWR�RQH�WKDW�KDV�DQ\�FKDQFH�RI�EHLQJ�HIIHFWLYH¤RQH�DURXQG�ZKLFK�WKHUH
FDQ�EH�FUHDWHG�GRPHVWLF�SROLWLFDO�FRQVHQVXV��DQG�WKXV�DQ�DOORFDWLRQ�RI

UHVRXUFHV�HIIHFWLYH�LQ�FUHDWLQJ�LQVWUXPHQWV�RI�QDWLRQDO�SRZHU�
���

2YHU�WKH�\HDUV��WKDW�FRQVHQVXV�KDV�IRFXVHG�RQ�DQ�LQFUHDVLQJO\�PRUH�VRSKLVWLFDWHG
UHSRUW��7KH������VWUDWHJ\�ZDV�VLPLODU�WR�PDQ\�RI�WKH�EDVLF�VHFXULW\�GRFXPHQWV�RI�WKH�&ROG
:DU�\HDUV�ZLWK�LWV�VWURQJ�HPSKDVLV�RQ�WKH�PLOLWDU\�LQVWUXPHQW�RI�SRZHU�

���
�7KH�����

UHSRUW��KRZHYHU��DGGUHVVHG�DOO�WKH�HOHPHQWV�RI�QDWLRQDO�SRZHU�DQG�WLHG�WKHP�LQWR�UHJLRQDO
VWUDWHJLHV�ZKLOH�IRFXVLQJ�RQ�ILYH�FRUH�QDWLRQDO�LQWHUHVWV��7KH������DQG������GRFXPHQWV
UHSUHVHQWHG�DWWHPSWV�WR�GHDO�ZLWK�FKDQJH��WKH�IRUPHU�ZLWK�HYHQWV�LQ�WKH�8665�DQG�(DVW
(XURSH��WKH�ODWWHU�GHOD\HG�EHFDXVH�RI�WKH�,UDTL�FULVLV��DQG�WKXV�DEOH�WR�LQWURGXFH�WKH
FRQFHSW�RI�UHJLRQDO�FRQIOLFWV�DV�WKH�RUJDQL]LQJ�IRFXV�IRU�WKH�PLOLWDU\��7KH�-DQXDU\�����
UHSRUW�IRU�WKH�%XVK�DGPLQLVWUDWLRQ�ZDV�D�ODPH�GXFN�GRFXPHQW�WKDW�FRQWLQXHG�WKH�����
IRFXV�RQ�WKH�GHOLEHUDWH�WUDQVLWLRQ�IURP�FRQWDLQPHQW�WR�¦FROOHFWLYH�HQJDJHPHQW�§�ZKLOH
HPSKDVL]LQJ�WKH�¦QHHG�WR�EH�VHOHFWLYH�DQG�GLVFULPLQDWH�LQ�RXU�JOREDO�XQGHUWDNLQJV�§�$W
WKH�VDPH�WLPH��WKH�GRFXPHQW�KHDYLO\�VWUHVVHG�WKH�JRDO�RI�¦GHPRFUDWLF�SHDFH§�DQG�WKH

DEVROXWH�QHHG�IRU�8�6��OHDGHUVKLS�LI�WKDW�ZHUH�WR�EH�DWWDLQHG�
���

7KHUH�LV�WKXV�PRUH�WKDQ�D�OLWWOH�FRQWLQXLW\�EHWZHHQ�WKH�%XVK�QDWLRQDO�VHFXULW\
GRFXPHQWV�DQG�WKH�WZR�UHSRUWV�UHQGHUHG�E\�WKH�&OLQWRQ�DGPLQLVWUDWLRQ�LQ�-XO\������DQG
)HEUXDU\�������7KH�PDMRU�GLIIHUHQFH�LV�WKH�ORJLFDO�GLVWLOODWLRQ�LQ�WKH�&OLQWRQ�GRFXPHQWV
RI�FRUH�8�6��QDWLRQDO�LQWHUHVWV�LQWR�WKUHH�FDWHJRULHV��SK\VLFDO�VHFXULW\��YDOXH�SURMHFWLRQ
DQG�HFRQRPLF�SURVSHULW\¤DOO�SODFHG�XQGHU�WKH�RYHUDUFKLQJ�VWUDWHJLF�FRQFHSWV�RI
HQJDJHPHQW�DQG�HQODUJHPHQW��,Q�WHUPV�RI�VHFXULW\��WKHUH�LV�QR�FRQVLGHUDWLRQ�JLYHQ�WR
KLVWRULFDOO\�LQZDUG�ORRNLQJ�SUH�&ROG�:DU�VWUDWHJLHV�LQ�DUWLFXODWLQJ�D�VXEVWLWXWLRQ�IRU
JOREDO�FRQWDLQPHQW��¦:KLOH�&ROG�:DU�WKUHDWV�KDYH�GLPLQLVKHG��RXU�QDWLRQ�FDQ�QHYHU
DJDLQ�LVRODWH�LWVHOI�IURP�JOREDO�GHYHORSPHQWV�§

���
�$W�WKH�VDPH�WLPH��LQ�UHWXUQLQJ�WR�WKH

SUH�&ROG�:DU�JOREDO�VWUDWHJ\�RI�EDODQFH�RI�SRZHU��WKHUH�LV�DOVR�DQ�DFNQRZOHGJHPHQW�LQ
WKH�FXUUHQW�VHFXULW\�GRFXPHQW�WKDW�WKH�UHVLGXH�RI�8�6��JOREDO�GRPLQDQFH�IURP�WKDW�WZLOLJKW
ZDU�VWLOO�FDVWV�D�SULPXV�LQWHU�SDUHV�OLJKW�RQ�WKH�HPHUJLQJ�PXOWLSRODU�YDULDEOHV�LQ�WKH
LQWHUQDWLRQDO�V\VWHP��¦2XU�HFRQRPLF�DQG�PLOLWDU\�PLJKW��DV�ZHOO�DV�WKH�SRZHU�RI�RXU
LGHDOV�§�3UHVLGHQW�&OLQWRQ�QRWHV�LQ�WKH�GRFXPHQW©V�SUHIDFH��¦PDNH�$PHULFD©V�GLSORPDWV

WKH�ILUVW�DPRQJ�HTXDOV�§
���

,Q�D�VLPLODU�PDQQHU��WKHUH�LV�D�UHFRJQLWLRQ�LQ�WHUPV�RI�WKH�FRUH�LQWHUHVW�RI
HFRQRPLF�SURVSHULW\�WKDW�WKH�SURWHFWLRQLVP�WKDW�SOD\HG�D�UROH�LQ�VRPH�RI�$PHULFDQ�KLVWRU\
SULRU�WR�WKH�&ROG�:DU�LV�QR�ORQJHU�D�YLDEOH�VWUDWHJ\��7KDW�UHFRJQLWLRQ�DOVR�H[WHQGV�WR�WKH
GHPLVH�RI�WKH�HFRQRPLF�KHJHPRQ\�WKH�8QLWHG�6WDWHV�HQMR\HG�WKURXJKRXW�PXFK�RI�WKH
&ROG�:DU��7KH�UHVXOW�LQ�WKH�FXUUHQW�VHFXULW\�GRFXPHQW�LV�WKH�FRQWLQXHG�HPSKDVLV�RQ�WKH
HDUOLHU�JOREDO�VWUDWHJLF�RULHQWDWLRQ�RQ�IUHH��WUDGH�WKDW�GRPLQDWHG�PXFK�RI�8�6��KLVWRU\�



��

7KLV�RULHQWDWLRQ�LV�OLQNHG�LQ�WXUQ�WR�D�PRUH�DFWLYLVW�SURMHFWLRQ�RI�8�6��YDOXHV�EDVHG�RQ�WKH
KLVWRULFDO�IUHH�WUDGH�JRDO�RI�D�FRPPXQLW\�RI�PDUNHW�GHPRFUDFLHV��UDWKHU�WKDQ�D�UHWXUQ�WR
WKH�PRUH�SDVVLYH�¦JUHDW�H[HPSODU§�RU�¦FLW\�XSRQ�D�KLOO§�VWUDWHJLHV��¦7KH�PRUH�WKDW
GHPRFUDF\�DQG�SROLWLFDO�DQG�HFRQRPLF�OLEHUDOL]DWLRQ�WDNH�KROG�LQ�WKH�ZRUOG��SDUWLFXODUO\
LQ�FRXQWULHV�RI�JHRVWUDWHJLF�LPSRUWDQFH�WR�XV��WKH�VDIHU�RXU�QDWLRQ�LV�OLNHO\�WR�EH�DQG�WKH

PRUH�RXU�SHRSOH�DUH�OLNHO\�WR�SURVSHU�§
���

7KLV�W\SH�RI�OLQNDJH�LV�WKH�HVVHQFH�RI�WKH�WLH�EHWZHHQ�HQJDJHPHQW�DQG�HQODUJHPHQW
LQ�WKH�FXUUHQW�QDWLRQDO�VHFXULW\�VWUDWHJ\�GRFXPHQW��,W�LV�D�PXFK�PRUH�GLIILFXOW�UHODWLRQVKLS
WR�PDLQWDLQ�WKDQ�WKDW�RI�WKH�&ROG�:DU�ZKHQ�FRQWDLQPHQW�DQG�DQWL�FRPPXQLVP�IORZHG
WRJHWKHU�LQWR�D�SURWUDFWHG�0DQLFKDHDQ�JHRSROLWLFDO�DQG�LGHRORJLFDO�VWUXJJOH�WKDW�SURYLGHG
$PHULFDQV�WKH�UDWLRQDOH�OLWXUJL]HG�LQ�16&����IRU�JOREDO�HQJDJHPHQW��$QG�\HW�KLVWRULFDOO\
RQ�ERWK�VLGHV�RI�WKH�$WODQWLF��WKH�LGHRORJLFDO�KDV�SURYHG�WR�EH�D�QHFHVVDU\�FRQFRPLWDQW�WR
SRZHU�SROLWLFV��,Q�WKH�8QLWHG�.LQJGRP�RQ�WKH�HYH�RI�:RUOG�:DU�,��IRU�LQVWDQFH��OLEHUDO
LQWHUQDWLRQDOLVP�ZDV�GRPLQDQW�LQ�%ULWLVK�SXEOLF�RSLQLRQ��$W�WKH�VDPH�WLPH��(GZDUG�*UD\�
WKH�OLEHUDO�IRUHLJQ�PLQLVWHU��ZDV�DWWHPSWLQJ�WR�SUHVHUYH�WKH�EDODQFH�RI�SRZHU�WKURXJK�KLV
DOOLDQFHV�ZLWK�)UDQFH�DQG�5XVVLD��%XW�LW�ZDV�QHFHVVDU\�IRU�KLV�HIIRUWV�WR�EH�DOPRVW�DV
FRYHUW�DV�WKRVH�RI�)'5�LQ������VLQFH�WKH�SDUOLDPHQWDU\�PDMRULW\�KH�UHSUHVHQWHG�DEMXUHG�DV
PXFK�DV�:LOVRQ�DQ\WKLQJ�DVVRFLDWHG�ZLWK�WKH�EDODQFH�RI�SRZHU�FRQFHSW��,Q�WKH�HQG��WKH
PDMRULW\�VXSSRUW�RI�%ULWDLQ©V�HQWU\�LQWR�:RUOG�:DU�,�ZDV�GXH�QRW�VR�PXFK�WR�D�EHOLHI�LQ
WKH�SUHVHUYDWLRQ�RI�WKDW�FRQFHSW�DV�WR�WKH�QHHG�WR�YLQGLFDWH�WKH�UXOH�RI�LQWHUQDWLRQDO�ODZ

YLRODWHG�E\�WKH�*HUPDQ�LQYDVLRQ�RI�QHXWUDO�%HOJLXP�
���

,Q�D�VLPLODU�PDQQHU��$PHULFDQV�KDYH�QHYHU�WDNHQ�NLQGO\�WR�WKH�FRQFHSW�RI�SRZHU
SROLWLFV��HYHQ�ZKHQ�PRVW�EODWDQWO\�HQJDJHG�LQ�WKHP��7KXV��WKH�UKHWRULF�RI�8�6��IRUHLJQ
SROLF\�KDV�EHHQ�WUDGLWLRQDOO\�WR�GHQ\�WKH�UHTXLUHPHQW�IRU�DQ\WKLQJ�VR�FUXGH��ZKLOH
GHQRXQFLQJ�WKH�YHU\�LGHD�DV�D�(XURSHDQ�SHUYHUVLRQ��$V�D�FRQVHTXHQFH��0LFKDHO�+RZDUG
REVHUYHV��WKH�SROLFLHV�RI�$PHULFDQ�VWDWHVPHQ��¦KRZHYHU�PXFK�WKH\�PD\�EH�JXLGHG�E\�D
SHUFHSWLRQ�RI�WKH�QDWLRQDO�LQWHUHVW��PXVW�DOZD\V�EH�PDGH�DFFHSWDEOH�WR�DQ�LGHRORJLFDOO\

PRWLYDWHG�HOHFWRUDWH�§
���

7KLV�WDVN�ZDV�WDNHQ�RQ�LQ�WKH�&OLQWRQ�DGPLQLVWUDWLRQ�E\�$QWKRQ\�/DNH��WKH
$VVLVWDQW�WR�WKH�3UHVLGHQW�IRU�1DWLRQDO�6HFXULW\�$IIDLUV��,Q�6HSWHPEHU�������KH
HPSKDVL]HG�LQ�D�PDMRU�VSHHFK�WKDW�JOREDO�HQJDJHPHQW�LQ�WKH���WK�FHQWXU\�KDG�QHYHU�EHHQ
D�VXIILFLHQW�UDWLRQDOH�LQ�LWVHOI�IRU�$PHULFDQV��¦$V�ZH�IRXJKW�DJJUHVVRUV�DQG�FRQWDLQHG
FRPPXQLVP��RXU�HQJDJHPHQW�DEURDG�ZDV�DQLPDWHG�ERWK�E\�FDOFXODWLRQV�RI�SRZHU�DQG�E\
WKLV�EHOLHI��WR�WKH�H[WHQW�GHPRFUDF\�DQG�PDUNHW�HFRQRPLHV�KROG�VZD\�LQ�RWKHU�QDWLRQV��RXU
RZQ�QDWLRQ�ZLOO�EH�PRUH�VHFXUH��SURVSHURXV�DQG�LQIOXHQWLDO��������§

���
�,W�ZDV�WKLV�UDWLRQDOH�

/DNH�VWUHVVHG��WKDW�QHHGHG�WR�EH�FRPPXQLFDWHG��:LWKRXW�LW��¦SXEOLF�VXSSRUW�IRU�RXU
HQJDJHPHQW��OLNHO\�ZRXOG�ZDQH��DQG�$PHULFD�FRXOG�EH�KDUPHG�E\�D�ULVH�LQ�SURWHFWLRQLVP�
XQZLVH�FXWV�WR�RXU�PLOLWDU\�IRUFH�VWUXFWXUH�RU�UHDGLQHVV������DQG�WKXV�WKH�HURVLRQ�RI�8�6�
LQIOXHQFH�DEURDG�§

���
�%\�)HEUXDU\�������/DNH©V�UDWLRQDOH�IRUPHG�DQ�LPSRUWDQW�EDVLV�LQ�WKH

FXUUHQW�VWUDWHJ\�GRFXPHQW�IRU�WKH�UHFRQFLOLDWLRQ�RI�HQODUJHPHQW�ZLWK�HQJDJHPHQW�



��

7KH�FRUH�RI�RXU�VWUDWHJ\�LV�WR�KHOS�GHPRFUDF\�DQG�PDUNHWV�H[SDQG�DQG
VXUYLYH�LQ�RWKHU�SODFHV�ZKHUH�ZH�KDYH�WKH�VWURQJHVW�VHFXULW\�FRQFHUQV�DQG
ZKHUH�ZH�FDQ�PDNH�WKH�JUHDWHVW�GLIIHUHQFH��7KLV�LV�QRW�D�GHPRFUDWLF
FUXVDGH��LW�LV�D�SUDJPDWLF�FRPPLWPHQW�WR�VHH�IUHHGRP�WDNH�KROG�ZKHUH�WKDW

ZLOO�KHOS�XV�PRVW�
���

7KH�FRPELQDWLRQ�RI�HQJDJHPHQW�DQG�HQODUJHPHQW�EULQJV�WRJHWKHU�DOO�WKH�HOHPHQWV
RI�QDWLRQDO�SRZHU��D�JURXSLQJ�IRU�WKH�FXUUHQW�QDWLRQDO�VHFXULW\�VWUDWHJ\�WKDW�HIIHFWLYHO\
IRUHFORVHV�DQ\�FKRLFHV�FRQFHUQLQJ�WKH�UROH�RI�WKH�8QLWHG�6WDWHV�LQ�ZRUOG�DIIDLUV��¦)LUVW�DQG
IRUHPRVW��ZH�PXVW�H[HUFLVH�JOREDO�OHDGHUVKLS�§�WKH�LQWURGXFWLRQ�WR�WKDW�GRFXPHQW
HPSKDVL]HV��¦:H�DUH�QRW�WKH�ZRUOG©V�SROLFHPDQ��EXW�DV�WKH�ZRUOG©V�SUHPLHU�HFRQRPLF�DQG
PLOLWDU\�SRZHU��DQG�ZLWK�WKH�VWUHQJWKV�RI�RXU�GHPRFUDWLF�YDOXHV��WKH�8QLWHG�6WDWHV�LV
LQGLVSHQVDEOH�WR�WKH�IRUJLQJ�RI�VWDEOH�SROLWLFDO�UHODWLRQV�DQG�RSHQ�WUDGH�§

���
�1HYHUWKHOHVV�

DIWHU�WZR�\HDUV�LQ�RIILFH��WKHUH�LV�D�KDUG�HGJHG��UHDOLVWLF�HPSKDVLV�RQ�PLOLWDU\�SRZHU
XQGHUO\LQJ�WKH�DGPLQLVWUDWLRQ©V�DVVHUWLRQ�¦WKDW�WKH�8QLWHG�6WDWHV�ZLOO�UHPDLQ�DQ�LQIOXHQWLDO
YRLFH�LQ�LQWHUQDWLRQDO�DIIDLUV¤SROLWLFDO��PLOLWDU\�DQG�HFRQRPLF¤WKDW�DIIHFW�RXU�ZHOO�EHLQJ

VR�ORQJ�DV�ZH�UHWDLQ�WKH�PLOLWDU\�ZKHUHZLWKDO�WR�XQGHUZULWH�RXU�FRPPLWPHQWV
FUHGLEO\�§

���
�7R�WKDW�HQG��WKH�VHFXULW\�GRFXPHQW�FDOOV�IRU�¦UREXVW�DQG�IOH[LEOH�PLOLWDU\

IRUFHV§�WKDW�FDQ�RSHUDWH�DFURVV�WKH�FRQIOLFW�VSHFWUXP�IURP�RSHUDWLRQV�LQ�05&V�WR�WKRVH
IRFXVHG�RQ�SHDFHNHHSLQJ��$OO�WKDW�QRWZLWKVWDQGLQJ��WKH�GRFXPHQW�PDNHV�FOHDU�WKDW�¦WKH
SULPDU\�PLVVLRQ�RI�RXU�$UPHG�)RUFHV�LV�QRW�SHDFH�RSHUDWLRQV��LW�LV�WR�GHWHU�DQG��LI
QHFHVVDU\��WR�ILJKW�DQG�ZLQ�FRQIOLFWV�LQ�ZKLFK�RXU�PRVW�LPSRUWDQW�LQWHUHVWV�DUH
WKUHDWHQHG�§

���
�,Q�WKLV�FRQWH[W��WKHUH�LV�QR�GRXEW�DV�WR�WKH�SULPDF\�RI�WKH�05&

FDSDELOLWLHV��QRW�RQO\�FRQFHUQLQJ�WKH�LPPHGLDWH�UHJLRQDO�UHTXLUHPHQWV��EXW�LQ�WHUPV�RI�WKH
IXWXUH�HPHUJHQFH�RI�D�PDMRU�$�OHYHO�SHHU�WKUHDW�DV�ZHOO�

:LWK�SURJUDPPHG�HQKDQFHPHQWV��WKH�IRUFHV�WKH�$GPLQLVWUDWLRQ�LV�ILHOGLQJ
ZLOO�EH�VXIILFLHQW�WR�KHOS�GHIHDW�DJJUHVVLRQ�LQ�WZR�QHDUO\�VLPXOWDQHRXV
PDMRU�UHJLRQDO�FRQIOLFWV��$V�D�QDWLRQ�ZLWK�JOREDO�LQWHUHVWV��LW�LV�LPSRUWDQW
WKDW�WKH�8QLWHG�6WDWHV�PDLQWDLQ�IRUFHV�ZLWK�DJJUHJDWH�FDSDELOLWLHV�RQ�WKLV
VFDOH��2EYLRXVO\��ZH�VHHN�WR�DYRLG�D�VLWXDWLRQ�LQ�ZKLFK�DQ�DJJUHVVRU�LQ�RQH
UHJLRQ�PLJKW�EH�WHPSWHG�WR�WDNH�DGYDQWDJH�ZKHQ�8�6��IRUFHV�DUH�KHDYLO\
FRPPLWWHG�HOVHZKHUH��0RUH�EDVLFDOO\��PDLQWDLQLQJ�D�¨WZR�ZDU©�IRUFH�KHOSV

HQVXUH�WKDW�WKH�8QLWHG�6WDWHV�ZLOO�KDYH�VXIILFLHQW�PLOLWDU\�FDSDELOLWLHV�WR

GHWHU�RU�GHIHDW�DJJUHVVLRQ�E\�D�FRDOLWLRQ�RI�KRVWLOH�SRZHUV�RU�E\�D�ODUJHU�

PRUH�FDSDEOH�DGYHUVDU\�WKDQ�ZH�IRUHVHH�WRGD\�
���

$W�WKH�VDPH�WLPH��EHJLQQLQJ�ZLWK�3UHVLGHQW�&OLQWRQ©V��SUHIDFH��WKHUH�LV�D�SHUYDVLYH
DFNQRZOHGJPHQW�WKURXJKRXW�WKH�QDWLRQDO�VHFXULW\�VWUDWHJ\�GRFXPHQW�RI�UHVRXUFH
FRQVWUDLQWV��¦:H�FDQ�DQG�PXVW�PDNH�WKH�GLIIHUHQFH�WKURXJK�RXU�HQJDJHPHQW�§�KH�SRLQWV
RXW��¦EXW�RXU�LQYROYHPHQW�PXVW�EH�FDUHIXOO\�WDLORUHG�WR�VHUYH�RXU�LQWHUHVWV��������§

���
�$QG

WKRVH�LQWHUHVWV�QRZ�UHIOHFW�6HFUHWDU\�3HUU\©V�WKUHH�GHJUHHV�RI�LQWHQVLW\�DV�D�JXLGH�IRU



��

SULRULWL]DWLRQ��YLWDO��LPSRUWDQW�DQG�KXPDQLWDULDQ��7KLV�GHOLQHDWLRQ�WKXV�VHUYHV�DV�WKH�EDVLV
IRU�VHOHFWLYH�HQJDJHPHQW��¦EHLQJ�ZLOOLQJ�WR�DFW�XQLODWHUDOO\�ZKHQ�RXU�GLUHFW�QDWLRQDO
LQWHUHVWV�DUH�PRVW�DW�VWDNH��LQ�DOOLDQFH�DQG�SDUWQHUVKLS�ZKHQ�RXU�LQWHUHVWV�DUH�VKDUHG�E\
RWKHUV��DQG�PXOWLODWHUDOO\�ZKHQ�RXU�LQWHUHVWV�DUH�PRUH�JHQHUDO�DQG�WKH�SUREOHPV�DUH�EHVW
DGGUHVVHG�E\�WKH�LQWHUQDWLRQDO�FRPPXQLW\�§�,Q�DOO�FDVHV��WKH�VWUDWHJ\�GRFXPHQW�FRQFOXGHV�
¦WKH�QDWXUH�RI�RXU�UHVSRQVH�PXVW�GHSHQG�RQ�ZKDW�EHVW�VHUYHV�RXU�RZQ�ORQJ�WHUP�QDWLRQDO

LQWHUHVWV�§
���

1RZKHUH�LV�WKDW�UHVSRQVH�PRUH�FOHDUO\�DQG�UHVWULFWLYHO\�RXWOLQHG�LQ�WKH�FXUUHQW
QDWLRQDO�VHFXULW\�VWUDWHJ\�WKDQ�LQ�WKH�JXLGHOLQHV�IRU�WKH�XVH�RI�PLOLWDU\�IRUFH��$OO�WKH
SURYLVLRQV�RI�WKH�:HLQEHUJHU�'RFWULQH��IRU�LQVWDQFH��DUH�HYLGHQW�WKURXJKRXW�WKH�GRFXPHQW
ZLWK�VXFK�IDPLOLDU�UHTXLUHPHQWV�DV�¦FOHDUO\�GHILQHG��DFKLHYDEOH�PLVVLRQV§�DQG
¦UHDVRQDEOH�DVVXUDQFH�RI�VXSSRUW�IURP�WKH�$PHULFDQ�SHRSOH�DQG�WKHLU�HOHFWHG
UHSUHVHQWDWLYHV§�VXSSOHPHQWHG�E\�WKH�&KULVWRSKHU�'RFWULQH©V�HPSKDVLV�RQ�WKH�QHHG�IRU
H[LW�VWUDWHJLHV��¦7KHVH�UHTXLUHPHQWV�§�3UHVLGHQW�&OLQWRQ�REVHUYHV��¦DUH�DV�SHUWLQHQW�IRU
KXPDQLWDULDQ�DQG�RWKHU�QRQWUDGLWLRQDO�LQWHUYHQWLRQV�WRGD\�DV�WKH\�ZHUH�IRU�SUHYLRXV
JHQHUDWLRQV�GXULQJ�SURORQJHG�ZRUOG�ZDUV�§�1HYHUWKHOHVV��LQ�D�ZRUOG�RI�LQVWDQW
FRPPXQLFDWLRQ�DQG�HYHQ�ZKLOH�FRQVWDQWO\�UHDVVHVVLQJ�WKH�FRVWV�DQG�EHQHILWV�RI�DQ\
RSHUDWLRQV��KH�ZDUQV�WKDW�¦UHIOH[LYH�FDOOV�IRU�ZLWKGUDZDO�RI�RXU�IRUFHV�ZKHQ�FDVXDOWLHV�DUH
LQFXUUHG�ZRXOG�VLPSO\�HQFRXUDJH�URJXH�DFWRUV�WR�WU\�WR�IRUFH�RXU�GHSDUWXUH�IURP�DUHDV
ZKHUH�WKHUH�DUH�8�6��LQWHUHVWV�E\�DWWDFNLQJ�$PHULFDQ�WURRSV�§

���
�7R�DYRLG�VXFK�VLWXDWLRQV

LQ�PXOWLODWHUDO�UHTXLUHPHQWV�LQ�SDUWLFXODU��WKH�VHFXULW\�GRFXPHQW�VSHFLILFDOO\�FLWHV�WKH
UHVWULFWLRQV�LQ�3''����ZKLOH�VWUHVVLQJ�WKDW�WKH�8QLWHG�6WDWHV�PXVW�PDNH�KLJKO\
GLVFLSOLQHG�FKRLFHV�FRQFHUQLQJ�ZKHQ�WR�VXSSRUW�RU�SDUWLFLSDWH�LQ�81�SHDFH�RSHUDWLRQV�
,PSURYLQJ�WKH�ZD\�WKDW�ERWK�GHFLGH�XSRQ�DQG�FRQGXFW�SHDFH�RSHUDWLRQV��WKH�GRFXPHQW
REVHUYHV�

ZLOO�QRW�PDNH�WKH�GHFLVLRQ�WR�HQJDJH�DQ\�HDVLHU��7KH�OHVVRQ�ZH�PXVW�WDNH
DZD\�IURP�RXU�ILUVW�YHQWXUHV�LQ�SHDFH�RSHUDWLRQV�LV�QRW�WKDW�ZH�VKRXOG
IRUVZHDU�VXFK�RSHUDWLRQV�EXW�WKDW�ZH�VKRXOG�HPSOR\�WKLV�WRRO�VHOHFWLYHO\
DQG�PRUH�HIIHFWLYHO\��,Q�VKRUW��WKH�8QLWHG�6WDWHV�YLHZV�SHDFH�RSHUDWLRQV�DV
D�PHDQV�WR�VXSSRUW�RXU�QDWLRQDO�VHFXULW\�VWUDWHJ\��QRW�DV�D�VWUDWHJ\�XQWR

LWVHOI�
���

6XFK�OHVVRQV�DUH�D�UHVXOW�RI�WKH�H[SHULHQFHV�ZLWK�ORQJ�WHUP�FRQWLQXLWLHV�FRXSOHG
ZLWK�RQ�WKH�MRE�WUDLQLQJ�LQ�GHDOLQJ�ZLWK�WKH�PDQLIROG�FKDQJHV�RI�WKH�QHZ�HUD��7KRVH
FKDQJHV�RIIHU�GDQJHUV�DQG�RSSRUWXQLWLHV�WKDW�FDQ�RQO\�EH�DGGUHVVHG�LQ�WKH�FRQWLQXLW\�IURP
WKH�&ROG�:DU�RI�8�6��DFWLYH��OHDGHUVKLS�DQG�HQJDJHPHQW�LQ�JOREDO�DIIDLUV��¦:H�DUH�WKH
ZRUOG©V�JUHDWHVW�SRZHU�§�3UHVLGHQW�&OLQWRQ�FRQFOXGHV�LQ�WKLV�UHJDUG��¦DQG�ZH�KDYH�JOREDO
LQWHUHVWV�DV�ZHOO�DV�UHVSRQVLELOLWLHV�§

���
�,Q�WKH�FXUUHQW�WUDQVLWLRQ��KRZHYHU��WKH�8QLWHG

6WDWHV�DOVR�KDV�WKH�IOH[LELOLW\�DQG�UHODWLYH�VWUDWHJLF�GLVWDQFH�WR�PDNH�FKRLFHV�RQ�ZKHQ�DQG
KRZ�WR�JHW�LQYROYHG��LI�DW�DOO��WKDW�LW�QHYHU�KDG��RU�EHOLHYHG�LW�KDG��LQ�WKH�&ROG�:DU��$V�D
FRQVHTXHQFH��WKH�FXUUHQW�QDWLRQDO�VHFXULW\�VWUDWHJ\�RI�VHOHFWLYH�HQJDJHPHQW�LQ�D�SOXUDOLVWLF



��

ZRUOG�SURYLGHV�WKH�8QLWHG�6WDWHV�WKH�PRVW�OHYHUDJH�DQG�WKH�EHVW�FKDQFH�WR�DFKLHYH�LWV
EURDG�QDWLRQDO�JRDOV��7KRVH�JRDOV�DUH�ILUPO\�DQFKRUHG�LQ�WKH�FRQWLQXLW\�RI�$PHULFD©V�WKUHH
HQGXULQJ�FRUH�QDWLRQDO�LQWHUHVWV�DQG�FDQ�WKXV�KDYH�WKH�VDPH�V\QHUJLVWLF�HIIHFW�WKH\�KDG�LQ
PXFK�RI�8�6��KLVWRU\�EHIRUH�WKH�DQRPDO\�RI�D�ELSRODU�ZRUOG��,W�LV�D�V\QHUJLVP�FDSWXUHG�E\
WKH�3UHVLGHQW�LQ�KLV�SUHIDFH�WR�WKH������1DWLRQDO�6HFXULW\�6WUDWHJ\�RI�(QJDJHPHQW�DQG
(QODUJHPHQW�

:H�EHOLHYH�WKDW�RXU�JRDOV�RI�HQKDQFLQJ�RXU�VHFXULW\��EROVWHULQJ�RXU
HFRQRPLF�SURVSHULW\��DQG�SURPRWLQJ�GHPRFUDF\�DUH�PXWXDOO\�VXSSRUWLYH�
6HFXUH�QDWLRQV�DUH�PRUH�OLNHO\�WR�VXSSRUW�IUHH�WUDGH�DQG�PDLQWDLQ
GHPRFUDWLF�VWUXFWXUHV��1DWLRQV�ZLWK�JURZLQJ�HFRQRPLHV�DQG�VWURQJ�WUDGH
WLHV�DUH�PRUH�OLNHO\�WR�IHHO�VHFXUH�DQG�WR�ZRUN�WRZDUG�IUHHGRP��$QG
GHPRFUDWLF�VWDWHV�DUH�OHVV�OLNHO\�WR�WKUHDWHQ�RXU�LQWHUHVWV�DQG�PRUH�OLNHO\�WR
FRRSHUDWH�ZLWK�WKH�8�6��WR�PHHW�VHFXULW\�WKUHDWV�DQG�SURPRWH�IUHH�WUDGH�DQG

VXVWDLQDEOH�GHYHORSPHQW��
���



��

&+$37(5��

1$7,21$/�0,/,7$5<�675$7(*<

7KH�1DWLRQDO�0LOLWDU\�6WUDWHJ\�RI�WKH�8QLWHG�6WDWHV�LV�QRW�D�UHTXLUHG�GRFXPHQW�
1DWLRQDO�PLOLWDU\�VWUDWHJ\�LV�DGGUHVVHG�LQ�D�FODVVLILHG�IRUP�E\�WKH�-&6�LQ�WKH�-RLQW
6WUDWHJLF�3ODQQLQJ�6\VWHP��-636��DQG�E\�WKH�6HFUHWDU\�RI�'HIHQVH�LQ�KLV�PDQGDWRU\�
XQFODVVLILHG�$QQXDO�5HSRUW�WR�7KH�3UHVLGHQW�DQG�&RQJUHVV��1HYHUWKHOHVV��LQ������DV�WKH
&ROG�:DU�IDGHG��IRUFHV�ZHUH�VHW�LQ�WUDLQ�WKDW�JHQHUDWHG�D�SHUFHLYHG�QHHG�IRU�VXFK�D
GRFXPHQW��7R�EHJLQ�ZLWK��WKHUH�ZDV�WKH�JHQHUDO�SXEOLF�H[SHFWDWLRQ�RI�D�SHDFH�GLYLGHQG�DV
WKH�ORQJ�ZDU�LQ�SHDFH�FDPH�WR�D�FORVH¤DQ�H[SHFWDWLRQ�FOHDUO\�XQGHUVWRRG�E\�WKH�QHZ
&KDLUPDQ�RI�WKH�-&6��*HQHUDO�&ROLQ�3RZHOO�

7KH�ERWWRP�OLQH�LV�WKDW�ZH�FDQ©W�DFW�LQ�WKH�����V�DV�LI�ZH�KDG�WKH�VDPH
FRQVHQVXV�RI�WKH�HDUO\�����V��RU�DV�LI�WKH�JHRSROLWLFDO�VLWXDWLRQ�LV�WKH�VDPH
������,�EHOLHYH�ZH�DUH�JRLQJ�WR�KDYH�WR�PDNH�VRPH�KDUG�FKRLFHV��������7KH
$PHULFDQ�SXEOLF�ZLOO��VXSSRUW�XV��EXW�QRW�DW�DQ\�FRVW��7KH\�GRQ©W�VHH�WKDW
DV�UHDVRQDEOH�XQGHU�WKH�FKDQJHG�FLUFXPVWDQFHV�LQ�WKH�ZRUOG������

5HPHPEHU��WKH�IXWXUH�DLQ©W�ZKDW�LW�XVHG�WR�EH�
���

,Q�WKLV�HQYLURQPHQW��3RZHOO�DQG�6HFUHWDU\�RI�'HIHQVH�'LFN�&KHQH\�ZHUH�RQO\�WRR
FRQVFLRXV�RI�WKH�DGYHUVH�DVSHFWV�RI�7LPH©V�&\FOH�LQ�8�6��SRVW�ZDU�GHPRELOL]DWLRQ
SDWWHUQV�DQG�FRQVLGHUHG��LQ�WKH�&KDLUPDQ©V�ZRUGV��WKDW�¦WKH�JUHDWHVW�FKDOOHQJH�IDFLQJ�XV
ZDV�WKH�FRQWUROOHG�EXLOG�GRZQ�RI�8�6���FDSDELOLWLHV��������§

����
�7KDW�FRQFHUQ�KDG�DOUHDG\

HPHUJHG�LQ�WKH�QDWLRQDO�VHFXULW\�UHYLHZ�FRQGXFWHG�E\�WKH�%XVK�DGPLQLVWUDWLRQ�LQ�WKH�ILUVW
VL[�PRQWKV�RI�������$�IXQGDPHQWDO�SUHPLVH�WKDW�HYROYHG�IURP�WKH�UHYLHZ�ZDV�WKDW�DW�WKH
UHJLRQDO�OHYHO��¦WKH�GLVWDQFH�EHWZHHQ�D�VXSHUSRZHU�DQG�DQ�DVSLULQJ�UHJLRQDO�KHJHPRQ�KDG
EHHQ�JUHDWO\�IRUHVKRUWHQHG�§

���
�7KH�UHVXOW�ZDV�WKH�HVWDEOLVKPHQW�RI�D�-&6�SODQQLQJ�JURXS

E\�WKH�&KDLUPDQ�LQ�WKH�IDOO�RI�������¦:KDW�ZLOO�LW�WDNH�§�3RZHOO�FKDUJHG�WKH�JURXS��¦IRU
WKH�8QLWHG�6WDWHV�WR�UHPDLQ�D�VXSHUSRZHU�DIWHU�WKH�&ROG�:DU�LV�RYHU�LQ�WHUPV�RI�8�6�
PLOLWDU\�FDSDELOLWLHV��IRUFHV�DQG�DOOLDQFH�UHODWLRQVKLSV���������$QG�UHPHPEHU��ZH�PXVW�EH
DEOH�WR�H[SODLQ�RXU�QHHGV�WR�WKH�$PHULFDQ�SHRSOH¤QHHGV�WKDW�PXVW�EH�ZHOO�EHORZ�WRGD\©V

OHYHOV�§
���

%\�'HFHPEHU�������3RZHOO�DQG�&KHQH\�ZHUH�DEOH�WR�EULHI�WKH�3UHVLGHQW�RQ�WKH
QHZ�VWUDWHJLF�FRQFHSWV�WKDW�KDG�HPHUJHG�IURP�WKH�SODQQLQJ�JURXS�DQG�RXWOLQH�WKH
SRWHQWLDO�¦EDVH�IRUFH§�UHTXLUHG�IRU�LPSOHPHQWDWLRQ��,Q�WKH�QHZ�\HDU��WKH�SURFHVV
DFFHOHUDWHG�XQGHU�WKH�LPSHWXV�RI�GLVSDUDWH�EXW�UHODWHG�HYHQWV��%HWZHHQ�0DUFK����DQG
$SULO�����������6HQDWRU�6DP�1XQQ�PDGH�IRXU�VSHHFKHV�OLQNLQJ�WKH�FKDQJLQJ�JOREDO
HQYLURQPHQW�WR�D�QHZ�PLOLWDU\�VWUDWHJ\��:LWK�WKLV�LQIOXHQWLDO�HQWUDQFH�LQWR�WKH�GHEDWH�
WKHUH�ZDV�WKH�GDQJHU�WKDW�WKH�DGPLQLVWUDWLRQ�FRXOG�ORVH�FRQWURO�RI�WKH�SURMHFWHG�EXLOG�
GRZQ�ZLWKRXW�D�SHUVXDVLYH�FRPELQDWLRQ�RI�PLOLWDU\�VWUDWHJ\�DQG�IRUFH�VWUXFWXUH��$W�WKH
VDPH�WLPH��WKH�%XGJHW�(QIRUFHPHQW�$FW�RI������HVWDEOLVKHG�KLJK�EXW�GHFOLQLQJ�GHIHQVH



��

VSHQGLQJ�OHYHOV�IRU�WKUHH�FRQVHFXWLYH�ILVFDO�\HDUV��������¤D�XQLTXH�DOORWPHQW�RI�WLPH�LQ
ZKLFK�WKH�3UHVLGHQW�DQG�KLV�FLYLOLDQ�DQG�PLOLWDU\�DGYLVRUV�FRXOG�SODQ�IRU�WKH�IXWXUH�ZLWK�D
VWDEOH�HQYLURQPHQW��VXUH�RI�WKH�GHIHQVH�DSSURSULDWLRQV�WKH\�ZRXOG�UHFHLYH��%\�0D\������
&KHQH\�KDG�SXOOHG�WRJHWKHU�WKH�-&6�HIIRUW�ZLWK�RQH�WKDW�KDG�EHHQ�XQGHUZD\�E\�KLV�VWDII
DQG�ZDV�SUHSDUHG�WR�¦LQIOXHQFH�WKH�FRPLQJ�UHDOORFDWLRQ�RI�UHVRXUFHV�E\�GHILQLQJ�WKH�WHUPV
RI�WKH�GHEDWH�§

���
�7KH�YHKLFOH�ZDV�D�VSHHFK�DQQRXQFLQJ�WKH�DQWLFLSDWHG����SHU�FHQW

UHGXFWLRQV�LQ�GHIHQVH�H[SHQGLWXUHV��WR�EH�JLYHQ�WKDW�VXPPHU�E\�3UHVLGHQW�%XVK�DW�WKH
$VSHQ�,QVWLWXWH�

7KH�$VSHQ�VSHHFK�ZDV�PDGH�DV�WKH�*XOI�:DU�EHJDQ��1HYHUWKHOHVV��WKH�GHIHQVH
EXGJHW�FRQWLQXHG�WR�GHFOLQH�PRUH�RU�OHVV�RQ�VFKHGXOH�HYHQ�DV�'HVHUW�6KLHOG�DQG�'HVHUW
6WRUP�XQIROGHG��7KLV�JUDGXDO�VORSH�ZDV�GXH�WR�WKH�FRQFHSW�RI�WKH�EDVH�IRUFH�FRXSOHG�ZLWK
WKH�¦5RVH�*DUGHQ§�EXGJHW�DJUHHPHQW��DOO�RI�ZKLFK�SUHYHQWHG�WKH�W\SH�RI�EXGJHW�DQG
SURFXUHPHQW�IUHH�IDOO�SUHYDOHQW�LQ�WKH�SRVW�9LHWQDP�EXLOG�GRZQ��(TXDOO\�LPSRUWDQW��WKH
*XOI�:DU�TXLFNO\�YDOLGDWHG�WKH�EDVLF�FRQFHSWV�RI�WKH�QHZ�PLOLWDU\�VWUDWHJ\�DV�ZHOO�DV�WKH
HQKDQFHG�ZDUILJKWLQJ�FDSDELOLWLHV�RI�WKH�&,1&V�WR�WKH�SXEOLF�DQG�ZLWKLQ�WKH�PLOLWDU\�
$IWHU�WKH�ZDU��LQ�WKH�QHZ�$XJXVW������QDWLRQDO�VHFXULW\�VWUDWHJ\��WKH�%XVK�:KLWH�+RXVH
RIILFLDOO\�SURPXOJDWHG�DQ�RXWOLQH�RI�WKH�QHZ�GHIHQVH�VWUDWHJ\��7KH�IROORZLQJ�-DQXDU\�
*HQHUDO�3RZHOO�SXEOLVKHG�WKH�ILUVW�XQFODVVLILHG�QDWLRQDO�PLOLWDU\�VWUDWHJ\�MXVW�LQ�WLPH�IRU
)<���FRQJUHVVLRQDO�WHVWLPRQ\�E\�WKH�%XVK�DGPLQLVWUDWLRQ��7KH��UHDVRQ�IRU�WKH�LQWHQWLRQDO
GHFODVVLILFDWLRQ�ZDV�¦PRUH�HIIHFWLYH�SXEOLF�FRPPXQLFDWLRQV�§�DQG�ZDV�WKH�ODVW�VWHS�LQ

HIIHFWLYHO\�HQGLQJ�WKH�HUD�RI�LQGLYLGXDO�VHUYLFH�VWUDWHJLHV�
���

7KH�-DQXDU\������QDWLRQDO�PLOLWDU\�VWUDWHJ\�ZDV�D�VOLFN��ZHOO�SDFNDJHG�SURGXFW
WKDW�RXWOLQHG�ERWK�WKH�ZD\V�DQG�PHDQV�WR�DFKLHYH�WKH�FRQWUROOHG�EXLOG�GRZQ�RI�GHIHQVH
FDSDELOLWLHV��,Q�KLV�SUHIDFH��WKH�&KDLUPDQ�WLHG�WKH�GRFXPHQW�GLUHFWO\�WR�WKH�1DWLRQDO
&RPPDQG�$XWKRULWLHV�DV�DQ�LPSOHPHQWDWLRQ�QRW�RQO\�RI�WKH�GHIHQVH�DJHQGD�LQ�WKH
3UHVLGHQW©V�QDWLRQDO�VHFXULW\�VWUDWHJ\��EXW�RI�WKH�6HFUHWDU\�RI�'HIHQVH©V�SROLFLHV�VSHOOHG
RXW�LQ�WKH�'HIHQVH�3ODQQLQJ�*XLGDQFH�DQG�LQ�KLV�DQQXDO�UHSRUW��$W�WKH�RXWVHW��WKH�PLOLWDU\
VWUDWHJ\�FOHDUO\�GLVWDQFHG�LWVHOI�IURP�WKH�IRUPHU�IRFXV�RQ�WKH�FRQWDLQPHQW�RI�WKH�6RYLHW
WKUHDW�SUHGLFDWHG�RQ�D�FUHGLEOH�QXFOHDU�GHWHUUHQW�DQG�D�ODUJH�VWDQGLQJ�FRQYHQWLRQDO
PLOLWDU\�IRUFH��PXFK�RI�ZKLFK�ZDV�VWDWLRQHG�RYHUVHDV�DV�SDUW�RI�D�¦IRUZDUG�GHIHQVH�§�7KH
QHZ�IRFXV�ZDV�UHJLRQDO�UDWKHU�WKDQ�JOREDO��ZLWK�VWUDWHJLF�QXFOHDU�GHWHUUHQFH�DQG�GHIHQVH
WKH�RQO\�KROGRYHU�IURP�WKH�&ROG�:DU�VWUDWHJ\��)RUZDUG�GHIHQVH�ZDV�UHSODFHG�E\�IRUZDUG
SUHVHQFH��WKH�DFWLYH�DQG�YLVLEOH�HQJDJHPHQW�RI�8�6��IRUFHV�ZLWK�PRUH�OLPLWHG�RYHUVHDV
VWDWLRQLQJ�RIIVHW�E\�GHSOR\PHQWV�DQG�H[HUFLVHV¤DOO�VWLOO�GHVLJQHG�WR�UHDVVXUH�$OOLHV�DQG
GHWHU�SRWHQWLDO�DGYHUVDULHV��$OPRVW�ORVW�LQ�WKH�GLVFXVVLRQ�ZDV�WKH�SRVVLELOLW\�WKDW�IRUZDUG
SUHVHQFH�IRUFHV�PLJKW�EH�FDOOHG�XSRQ�WR�H[HUFLVH�OHVV�WUDGLWLRQDO�RSHUDWLRQV�UDQJLQJ�IURP

FRPEDWLQJ�GUXJV�WR�KXPDQLWDULDQ�DVVLVWDQFH�
���

7KH�FRQFHSW�RI�UHFRQVWLWXWLRQ�ZDV�DOVR�LQWURGXFHG�DV�D�KHGJH�DJDLQVW�XQFHUWDLQW\�
GHVLJQHG�WR�¦IRUHVWDOO�DQ\�SRWHQWLDO�DGYHUVDU\�IURP�FRPSHWLQJ�PLOLWDULO\§�E\�SURYLGLQJ�¦D
JOREDO�ZDUILJKWLQJ�FDSDELOLW\§�EDVHG�RQ�WKH�ILHOGLQJ�RI�QHZ�ILJKWLQJ�XQLWV�DQG�WKH



��

DFWLYDWLRQ�RI�WKH�LQGXVWULDO�EDVH�¦RQ�D�ODUJH�VFDOH�§
���

�%XW�WKH�FHQWUDO�SLOODU�RI�WKH�����
PLOLWDU\�VWUDWHJ\�ZDV�FULVLV�UHVSRQVH��WKH�EDVLF�UDWLRQDOH�IRU�D�SRZHU�SURMHFWLRQ�VWUDWHJ\
DJDLQVW�WKH�EDFNJURXQG�RI�XQWKUHDWHQHG�DLU�DQG�VHD�OLQHV�RI�FRPPXQLFDWLRQ��EXW�ZLWK�WKH
SRVVLELOLW\�RI�IRUFHG�HQWU\��7R�PHHW�WKH�UHTXLUHPHQWV�IRU�WKLV�DQG�WKH�RWKHU�FRQFHSWV��WKH
VWUDWHJ\�RXWOLQHG�WKH�FRPSRVLWLRQ�RI�WKH�EDVH�IRUFH��VSHFLILFDOO\�GHOLQHDWLQJ�WKH�DFWLYH�DQG
UHVHUYH�FRPSRQHQWV�RI�DOO�VHUYLFHV�SURJUDPPHG�IRU�IRUZDUG�SUHVHQFH�DQG�UHJLRQDO�FULVHV�
7KLV�OLQNDJH�RI�WKH�EDVH�IRUFH�DQG�FULVLV�UHVSRQVH�ZDV�DOUHDG\�FRXFKHG�LQ�WHUPV�WKDW
ZRXOG�IRUP�WKH�EDVLV�IRU�IXWXUH�FRQWURYHUV\�ZLWK�WKH�UHFRJQLWLRQ�

WKDW�ZKHQ�WKH�8QLWHG�6WDWHV�LV�UHVSRQGLQJ�WR�RQH�VXEVWDQWLDO�UHJLRQDO�FULVLV�
SRWHQWLDO�DJJUHVVRUV�LQ�RWKHU�DUHDV�PD\�EH�WHPSWHG�WR�WDNH�DGYDQWDJH�RI
RXU�SUHRFFXSDWLRQ��7KXV��ZH�FDQQRW�UHGXFH�IRUFHV�WR�D�OHYHO�ZKLFK�ZRXOG

OHDYH�XV�RU�RXU�DOOLHV�YXOQHUDEOH�HOVHZKHUH�
���

$W�WKH�VDPH�WLPH��KRZHYHU��WKH�VWUDWHJ\�DOVR�FDUHIXOO\�OLQNHG�WKH�VPDOOHU�QXPEHUV
RI�WKH�EDVH�IRUFH�ZLWK�WKH�¦XUJHQW�GRPHVWLF�QHHGV§�RI�WKH�FRXQWU\��¦7KLV�PLOLWDU\�VWUDWHJ\�
ZKLFK�SODFHV�D�SUHPLXP�RQ�HIILFLHQF\�ZLWKRXW��FRPSURPLVLQJ�HIIHFWLYHQHVV�§�WKH
GRFXPHQW�FRQFOXGHG��¦LV�GHVLJQHG�WR�EH�LPSOHPHQWHG�ZLWK�D�VLJQLILFDQWO\�UHGXFHG�GHIHQVH

EXGJHW�§
���

7KH������1DWLRQDO�0LOLWDU\�6WUDWHJ\�'RFXPHQW�

7KH�QHZHVW�1DWLRQDO�0LOLWDU\�6WUDWHJ\�RI�WKH�8QLWHG�6WDWHV��PXFK�OLNH�WKH�FXUUHQW

QDWLRQDO�VHFXULW\�VWUDWHJ\��DSSHDUHG�ZLWK�YHU\�OLWWOH�IDQIDUH�DQG�DOPRVW�QR�PHGLD
FRYHUDJH�

���
�7KLV�LV�XQIRUWXQDWH�EHFDXVH�WKH�-&6�KDV�EURXJKW�WRJHWKHU�PXFK�RI�WKH�SRVW�

&ROG�:DU�FKDQJH�DQG�FRQWLQXLW\�LQ�D�VRSKLVWLFDWHG�SXEOLF�UHODWLRQV�SDFNDJH�GHVLJQHG�WR
LQIRUP�WKH�SXEOLF�DQG�WKH�PHGLD�RI�WKH�FRQWLQXHG�UDWLRQDOH�IRU�WKH�FRQWUROOHG�GUDZ�GRZQ
RI�8�6��PLOLWDU\�IRUFHV��7KH�DQVZHU�WR�WKH�ORZ�NH\�LQWURGXFWLRQ�RI�WKH�QHZ�QDWLRQDO
PLOLWDU\�VWUDWHJ\�PD\�OLH�LQ�WKH�&KDLUPDQ©V�SUHIDFH��ZKLFK�GLUHFWO\�OLQNV�WKH�GRFXPHQW�WR
WKH�GHIHQVH�IUDPHZRUN�RXWOLQHG�LQ�WKH�%RWWRP�8S�5HYLHZ��%85��DV�ZHOO�DV�WKH�QDWLRQDO
VHFXULW\�VWUDWHJ\��7KH�%85��ZKLFK�ZDV�UHOHDVHG�LQ�IDOO������DORQJ�ZLWK�WKH�&OLQWRQ���\HDU
GHIHQVH�SURJUDP��JHQHUDWHG�D�JUHDW�GHDO�RI�FRQWURYHUV\�DW�WKH�WLPH�ZLWK�LWV�UHDVVHVVPHQW
RI�WKH�EDVH�IRUFH�DQG�LWV�OLPLWHG��FRQWUROOHG�UHGXFWLRQ�RI�WKDW�EDVH�DV�WKH�EOXHSULQW�IRU
VL]LQJ�DQG�VKDSLQJ�8�6��JHQHUDO�SXUSRVH�IRUFHV��6RPH�FULWLFV�VDZ�WKH�%85�DV�WKH�SUHYLRXV
DGPLQLVWUDWLRQ©V�VWUDWHJ\�VLPSO\�VWXIIHG�LQWR�WKH�&OLQWRQ�EXGJHW�FRQVWUDLQWV��RU�DV�IRUPHU
5HDJDQ�GHIHQVH�SODQQHU�/DZUHQFH�.RUE�GXEEHG�LW��¦%XVK�OLWH�§

���
�$QG�*HQHUDO�3RZHOO

FRQFHGHG�DW�WKH�WLPH�WKDW�¦WKH�VWUDWHJ\�XQGHUSLQQLQJ�>LW@�LV�TXLWH�VLPLODU�������EHFDXVH�WKH
ZRUOG�ORRNV�TXLWH�VLPLODU�WR�XV�ZKHWKHU�\RX©UH�ZHDULQJ�EDVH�IRUFH�H\HV�RU�%RWWRP�8S

5HYLHZ�H\HV�§
���

7KH�FRQWURYHUV\�KDV�VRPHZKDW�VXEVLGHG�LQ�WKH�HQVXLQJ�SHULRG�DQG�LV�XQOLNHO\�WR
UHHPHUJH�IXOO\�LQ�WKH�ZDNH�RI�WKH�VXEGXHG�LQWURGXFWLRQ�RI�WKH�FXUUHQW�QDWLRQDO�PLOLWDU\
VWUDWHJ\��2QH�UHSRUWHU��IRU�LQVWDQFH��LJQRUHG�WKH�%85�DQG�QRWHG�WKDW�XQOLNH�WKH�����



��

GRFXPHQW��WKH�QHZ�YHUVLRQ�GRHV�QRW�VSHFLI\�¦D�SUHFLVH�IRUFH�VWUXFWXUH§�DQG�¦PDNHV�QR
PHQWLRQ�RI�VL]LQJ�DQG�VKDSLQJ�WKH�8�6��PLOLWDU\�DFFRUGLQJ�WR�VRPH�QRWLRQ�RI�D�¨EDVH
IRUFH�©�ZKLFK�ZDV�WKH�%XVK�$GPLQLVWUDWLRQ©V�DSSURDFK�§

���
�7KLV�PLVSHUFHSWLRQ�DOVR

SRLQWV�WR�DQRWKHU�SRVVLEOH�UHDVRQ�IRU�WKH�UHODWLYHO\�TXLHW�UHDFWLRQ�WR�WKH�VWUDWHJ\��WKH�ORZ�
NH\�DSSURDFK�LQ�WKH�GRFXPHQW�LWVHOI�WR�WKH�TXHVWLRQ�RI�IXWXUH�IRUFH�VWUXFWXUH��%XULHG�EDFN
RQ�WKH�VHYHQWHHQWK�SDJH�RI�WKH����SDJH�VWUDWHJ\��WKH�-&6�VSHFLILFDOO\�SRLQWV�RXW�WKDW�LQ�WKH
HLJKWK�\HDU�RI�D�FRQWUROOHG�GUDZGRZQ��WKH�PLOLWDU\�ZLOO�FRQWLQXH�WR�EH�UHGXFHG�DQG
UHVKDSHG�LQ�DFFRUGDQFH�ZLWK�WKH�%85��$QG�DOWKRXJK�WKH�DFWLYH�XQLW�%85�WDUJHW�QXPEHUV
DUH�PHQWLRQHG�IRU�HDFK�VHUYLFH�LQ�WKH�QDUUDWLYH��WKH�HQWLUH�OD\RXW�LV�PXFK�GLIIHUHQW�IURP
WKH�EDVH�IRUFH�FRPSRVLWLRQ�WDEOH�LQ�WKH������VWUDWHJ\�ZLWK�LWV�VWDUN�FRPSDULVRQV�WR�WKH
)<���IRUFH�DQG�LWV�GLUHFW�OLQN�WR�ZKDW�ZHUH�WHUPHG�WKH�6WUDWHJLF��3DFLILF��$WODQWLF�DQG

&RQWLQJHQF\�IRUFHV�
���

1HYHUWKHOHVV��WKH�LPSRUWDQFH�RI�WKH�FRQWLQXLW\�LQ�WKH�FRQWUROOHG�UHGXFWLRQ�RI
IRUFHV�LV�SHUYDVLYH�WKURXJKRXW�WKH�VWUDWHJ\��UHIOHFWLQJ�6HFUHWDU\�3HUU\©V�FRQWHQWLRQ�WKH�
SUHYLRXV�IDOO�WKDW�ZLWKRXW�WKH�SURSHU�PDQDJHPHQW�RI�WKH�GUDZGRZQ��WKHUH�ZLOO�EH�QR�ZD\
WR�GHWHUPLQH�KRZ�WR�XVH�IRUFH�RU�WKH�WKUHDW�RI�IRUFH�LQ�WKH�QHZ�HQYLURQPHQW��¦7KLV
QDWLRQDO�PLOLWDU\�VWUDWHJ\�§�WKH�GRFXPHQW�FRQFOXGHV���EXLOGV�RQ�LWV�SUHGHFHVVRUV�DQG
FRQWLQXHV�WKH�HYROXWLRQ�IURP�WKH�VWUDWHJLHV�GHYHORSHG�GXULQJ�WKH�&ROG�:DU��

���
�7KH

FRQWLQXLW\�LV�FOHDUO\�HYLGHQW�LQ�RQH�RI�WKH�WZR�NH\�REMHFWLYHV�RI�WKH�VWUDWHJ\��FRXFKHG�LQ
WKH�ROG�(QJOLVK�YHUE�XVHG�RYHU�IRXU�GHFDGHV�HDUOLHU�LQ�16&�����WR�¦WKZDUW§�DJJUHVVLRQ
WKURXJK�FUHGLEOH�GHWHUUHQFH�DQG�UREXVW�ZDUILJKWLQJ�FDSDELOLWLHV��7KH�NH\�WR�WKRVH
FDSDELOLWLHV��DV�ILUVW�RXWOLQHG�LQ�WKH�%85�DQG�UHIOHFWHG�LQ�WKH�3UHVLGHQW©V�QDWLRQDO�VHFXULW\
VWUDWHJ\�DQG�WKH�'HIHQVH�6HFUHWDU\©V�DQQXDO�UHSRUW��LV�¦WR�KDYH�IRUFHV�RI�VXIILFLHQW�VL]H
DQG�FDSDELOLWLHV��LQ�FRQFHUW�ZLWK�UHJLRQDO�DOOLHV��WR�GHIHDW�SRWHQWLDO�HQHPLHV�LQ�PDMRU

FRQIOLFWV�WKDW�PD\�RFFXU�QHDUO\�VLPXOWDQHRXVO\�LQ�WZR�GLIIHUHQW�UHJLRQV�§
���

(TXDOO\�LPSRUWDQW��ZLWK�UHFRQVWLWXWLRQ�D�GHDG�LVVXH��WKHUH�LV�DOVR�WKH�PDUNHU�IURP
WKH�QDWLRQDO�VHFXULW\�VWUDWHJ\��UHSHDWHG�LQ�WKH�FXUUHQW�PLOLWDU\�VWUDWHJ\��RI�WKH�PLOLWDU\�QHHG
WR�¦KHGJH�DJDLQVW�WKH�XQNQRZQ�§�WR�SURYLGH�¦D�KHGJH�DJDLQVW�WKH�HPHUJHQFH�RI�D�KRVWLOH
FRDOLWLRQ�RU�D�PRUH�SRZHUIXO�RU�UHVXUJHQW�DGYHUVDU\�§

���
�)RU�FULWLFV�RI�VXFK�D�VWUDWHJ\�

WKHUH�LV�WKH�WLPH�KRQRUHG�PLOLWDU\�UDWLRQDOH�WKDW�¦WKH�LQWHQWLRQV�RI�RWKHU�QDWLRQV�FDQ
FKDQJH��VRPHWLPHV�YHU\�UDSLGO\��DQG�WKXV�RXU�QDWLRQDO�PLOLWDU\�VWUDWHJ\�PXVW�DFFRXQW�IRU
WKH�PLOLWDU\�FDSDELOLWLHV�RI�RWKHU�QDWLRQV�DV�ZHOO�DV�WKHLU�FXUUHQW�LQWHQWLRQV�§

���
�0RUH

LPSRUWDQW�IRU�WKHVH�FULWLFV��WKH�QDWLRQDO�PLOLWDU\�VWUDWHJ\�DOVR�UHWXUQV�LQ�7LPH©V�&\FOH�WR�D
ZLGHU�IRFXV�RQ�FRQWLQXLW\��¦7KHUH�LV�DPSOH�KLVWRULFDO�SUHFHGHQW�LQ�WKLV�FHQWXU\�WKDW
UHJLRQDO�LQVWDELOLW\�LQ�PLOLWDU\��HFRQRPLF��DQG�SROLWLFDO�WHUPV�FDQ�HVFDODWH�LQWR�JOREDO

FRQIOLFW�§
���

2WKHU�HOHPHQWV�RI�WKH�¦ILJKW�DQG�ZLQ§�FRPSRQHQW�RI�WKZDUWLQJ�DJJUHVVLRQ�DUH�OHVV
FRQWURYHUVLDO��7KH�¦ZLQ�WKH�SHDFH§�DQG�¦ZLQ�WKH�LQIRUPDWLRQ�ZDU§�FDWHJRULHV�UHIOHFW
UHQHZHG�HPSKDVLV�RQ�SRVW�FRQIOLFW�RSHUDWLRQV�DQG�WKH�OHYHUDJH�RI�LQIRUPDWLRQ�V\VWHPV
WKDW�DUH�HPHUJLQJ�IURP�WKH�VR�FDOOHG�5HYROXWLRQ�LQ�0LOLWDU\�$IIDLUV��50$���$QG�¦FOHDU



��

REMHFWLYHV¤GHFLVLYH�IRUFH§�UHIOHFW�WKH�SHUYDVLYH�LQIOXHQFH�RI�WKH�:HLQEHUJHU�'RFWULQH
WKURXJKRXW�WKH�VHFWLRQ�GHDOLQJ�ZLWK�WKH�RYHUDUFKLQJ�FRPSRQHQW�RI�¦ILJKW�WR�ZLQ�§�7KDW
FRPSRQHQW�LV�LQ�PDUNHG�FRQWUDVW�WR�WKH�&ROG�:DU�HPSKDVLV�LQ�(XURSH�RI�KROGLQJ�RU
UHVWRULQJ�WKH�(DVW�:HVW�ERUGHU�DV�SDUW�RI�D�FRQYHQWLRQDO�GHIHQVH�VXIILFLHQW�WR�VXSSOHPHQW
WKH�QXFOHDU�GHWHUUHQW��1RZ�ZLWK�WKH�IRFXV�RQ�ZLQQLQJ��WKH�VWUDWHJ\©V�XQGHUO\LQJ�FRQFHSW
RI�SRZHU�SURMHFWLRQ�WDNHV�RQ�PRUH�LPSRUWDQFH��VLQFH�GHILFLHQFLHV�LQ�WKDW�FRQFHSW�KROG�RXW
WKH�SRVVLELOLW\�RI�IDLW�DFFRPSOLV�E\�UHJLRQDO�DJJUHVVRUV��ZKLFK�LQ�WXUQ�FRXOG�UHTXLUH
SRWHQWLDOO\�DQWLWKHWLFDO�PLVVLRQV�RI�FRQGXFWLQJ�GHFLVLYH�FRXQWHU�RIIHQVLYH�RSHUDWLRQV
ZKLOH�PLQLPL]LQJ�FDVXDOWLHV��)LQDOO\��WKH�¦FRXQWHU�ZHDSRQV�RI�PDVV�GHVWUXFWLRQ§�HOHPHQW
LV�FXULRXVO\�IODW��HPSKDVL]LQJ�WKH�VWUHQJWKHQLQJ�RI�GHIHQVLYH�FDSDELOLWLHV��WKH�SUHSDUDWLRQV
WR�RSHUDWH�HIILFLHQWO\�LQ�DQ�1%&�HQYLURQPHQW���DQG�WKH�8�6��FDSDELOLW\�WR�¦GRPLQDWH�DQ\
HVFDODWLRQ�RI�FRQIOLFW�VKRXOG�ZHDSRQV�RI�PDVV�GHVWUXFWLRQ�EH�HPSOR\HG�DJDLQVW�XV�§

���

0LVVLQJ�LV�WKH�DFWLYH�YRFDEXODU\�XVHG�LQ�WKH�QDWLRQDO�VHFXULW\�VWUDWHJ\�FRQFHUQLQJ�WKLV
VXEMHFW�DV�ZHOO�DV�WKH�KHDYLO\�LPSOLHG�WKUHDW�RI�SUHHPSWLRQ�

7KH�8QLWHG�6WDWHV�ZLOO�UHWDLQ�WKH�FDSDFLW\�WR�UHWDOLDWH�DJDLQVW�WKRVH�ZKR
PLJKW�FRQWHPSODWH�WKH�XVH�RI�ZHDSRQV�RI�PDVV�GHVWUXFWLRQ��VR�WKDW�WKH
FRVWV�RI�VXFK�XVH�ZLOO�EH�VHHQ�DV�RXWZHLJKLQJ�WKH�JDLQV��+RZHYHU��WR
PLQLPL]H�WKH�LPSDFW�RI�SUROLIHUDWLRQ�RI�ZHDSRQV�RI�PDVV�GHVWUXFWLRQ�RQ
RXU�LQWHUHVWV��ZH�ZLOO�QHHG�WKH�FDSDELOLW\�QRW�RQO\�WR�GHWHU�WKHLU�XVH�DJDLQVW
HLWKHU�RXUVHOYHV�RU�RXU�DOOLHV�DQG�IULHQGV��EXW�DOVR��ZKHUH�QHFHVVDU\�DQG

IHDVLEOH��WR�SUHYHQW�LW�
���

¦'HWHUUHQFH�DQG�FRQIOLFW�SUHYHQWLRQ§�LV�WKH�VHFRQG�FRPSRQHQW�RI�WKH�PLOLWDU\
VWUDWHJ\�IHHGLQJ�LQWR�WKH�REMHFWLYH�RI�WKZDUWLQJ�DJJUHVVLRQ��7KH�WUHDWPHQW�RI�QXFOHDU
GHWHUUHQFH�UHIOHFWV�WKH�WUDGLWLRQDO�QHHG��HYHQ�DV�WKH�8QLWHG�6WDWHV�SXUVXHV�UHGXFWLRQV
XQGHU�67$57�,�DQG�,,��WR�PDLQWDLQ�D�VXUYLYDEOH�WULDG�RI�VWUDWHJLF�GHOLYHU\�V\VWHPV��WR
LQFOXGH�D�PL[�RI�IRUZDUG�GHSOR\HG�DQG�GHSOR\DEOH�QRQVWUDWHJLF�QXFOHDU�ZHDSRQV��$W�WKH
VDPH�WLPH��WKH�GLPLQLVKPHQW�RI�WKH�QXFOHDU�WKUHDW�DJDLQVW�WKH�FRQWLQHQWDO�8QLWHG�6WDWHV�LV
DOVR�DFNQRZOHGJHG�ZKLOH�¦UHPDLQLQJ�PLQGIXO§�RI�WKH�¦WKRXVDQGV�RI�QXFOHDU�ZDUKHDGV�DQG
VWUDWHJLF�GHOLYHU\�V\VWHPV�LQ�WKH�ZRUOG�§

���
�%XW�ZLWK�WKH�WDQJHQWLDO�H[FHSWLRQV�RI�¦SHDFH

HQIRUFHPHQW§�DQG�¦FULVLV�UHVSRQVH�§�WKH�VWUDWHJ\�ODFNV�DQ\�IRFXV�RQ�FRQYHQWLRQDO
GHWHUUHQFH��$QG�\HW�WKLV�IRUP�RI�GHWHUUHQFH�LV�D�NH\�UDWLRQDOH�IRU�PDLQWDLQLQJ�WKH�FXUUHQW
FRQWURO�RI�PLOLWDU\�GUDZGRZQ��)RU�GHVSLWH�WKH�FRQFHSW�RI�RYHUVHDV�SUHVHQFH��GHWHUUHQW
IRUFHV�ZLOO�EH�EDVHG�SULPDULO\�LQ�WKH�8QLWHG�6WDWHV��$V�D�FRQVHTXHQFH��LQ�RUGHU�WR�GHWHU
UHJLRQDO�WKUHDWV�RQ�D�JOREDO�EDVLV��WKH�8�6��PLOLWDU\�ZLOO�FRQWLQXH�WR�UHTXLUH�FRQYHQWLRQDO
IRUFHV�WKDW�KDYH�D�VWUDWHJLF�UDWKHU�WKDQ�WKHDWHU�FDSDELOLW\�

$OO�WKLV�LV�UHLQIRUFHG�LQ�WKH�FXUUHQW�WUDQVLWLRQ�SHULRG�E\�WKH�VHSDUDWLRQ�RI�WKH
FRQFHSWV�RI�QXFOHDU�DQG�FRQYHQWLRQDO�UHWDOLDWLRQ��7KLV�VHSDUDWLRQ�PDNHV�H[WHQGHG
FRQYHQWLRQDO�GHWHUUHQFH�PRUH�FUHGLEOH��VLQFH�WKHUH�LV�QR�GDQJHU�RI�FRQYHQWLRQDO�DWWDFNV�RQ
WKH�$PHULFDQ�KRPHODQG��,W�DOVR�PDNHV�SRVVLEOH�WKH�FRQYHQWLRQDO�HTXLYDOHQW�RI�PDVVLYH
UHWDOLDWLRQ��EHFDXVH�RQH�SXUSRVH�RI�WKH�FXUUHQW�PLOLWDU\�VWUDWHJ\�LV�UDSLG�FRQIOLFW



��

WHUPLQDWLRQ��WKH�DQWLWKHVLV�RI�WKH�&ROG�:DU�JUDGXDWHG�UHVSRQVH��LQ�ZKLFK�TXDQWXP
HVFDODWLRQ�ZDV�DYRLGHG�GXH�WR�WKH�QXFOHDU�OLQN��$V�D�FRQVHTXHQFH��FRQYHQWLRQDO
GHWHUUHQFH�UHTXLUHV�WKH�LQWHQVH�DQG�RYHUZKHOPLQJ�DSSOLFDWLRQ�RI�RIIHQVLYH�IRUFH�WKDW�KDV
ERWK�SXQLVKPHQW�DQG�GHQLDO�FDSDELOLWLHV�WLHG�LQWR�D�JOREDO�UHDFK�PDGH�SRVVLEOH�E\

ZHDSRQV�DQG�WHFKQRORJ\�PRGHUQL]DWLRQ�
���

6HOHFWLYLW\�ZRXOG�VWLOO�EH�D�NH\�HOHPHQW�LQ�VXFK�DQ�DSSURDFK��%XW�DV�5REHUW�+DIID
KDV�SRLQWHG�RXW��¦WKH�XVH�RI�FRQYHQWLRQDO�IRUFH��SUHVXPHG�LQ�WKH�SDVW�WR�EH�D�¨IDLOXUH©�RI
FRQYHQWLRQDO�GHWHUUHQFH��FDQ�LQ�WKH�IXWXUH�EH�D�PDMRU�FRQWULEXWRU�WR�WKH�GHWHUUHQFH�RI
FRQYHQWLRQDO�FRQIOLFW�§

���
�,QHYLWDEOH�EUHDNGRZQV�RI�FRQYHQWLRQDO��GHWHUUHQFH�FRXOG�WKXV

EH�RSSRUWXQLWLHV�WR�UHMXYHQDWH�WKH�FUHGLELOLW\�RI�WKDW�GHWHUUHQFH�E\�DSSO\LQJ�IRUFH��SHUKDSV
LQ�WKH�IRUP�RI�WKH�-&6�)OH[LEOH�'HWHUUHQW�2SWLRQV��WR�GHPRQVWUDWH�WKH�SULFH�RI�IDLOXUH
HYHQ�RQ�UHODWLYHO\�VPDOO�LVVXHV��,W�LV�D�SRLQW�PDGH�E\�3HULFOHV�DW�WKH�VWDUW�RI�WKH
3HORSRQQHVLDQ�:DU��¦>,@I�ZH�GR�JR�WR�ZDU��OHW�WKHUH�EH�QR�NLQG�RI�VXVSLFLRQ�LQ�\RXU�KHDUWV
WKDW�WKH�ZDU�ZDV�RYHU�D�VPDOO�PDWWHU�§�KH�ZDUQHG��¦)RU�\RX�WKLV�WULIOH�LV�ERWK�WKH�DVVXUDQFH

DQG�WKH�SURRI�RI�\RXU�GHWHUPLQDWLRQ�§
���

'HWHUUHQFH�DQG�FRQIOLFW�SUHYHQWLRQ�DUH�DOVR�OLQNHG�LQ�WKH�QDWLRQDO�PLOLWDU\�VWUDWHJ\
WR�WKH�RWKHU�SULQFLSDO�REMHFWLYH��WR�SURPRWH�VWDELOLW\�WKURXJK�UHJLRQDO�FRRSHUDWLRQ�DQG
FRQVWUXFWLYH�LQWHUDFWLRQ��7KXV��DV�WKH�GRFXPHQW�SRLQWV�RXW��HOHPHQWV�RI�WKH�GHWHUUHQFH
FRPSRQHQW�VXFK�DV�UHJLRQDO�DOOLDQFHV�DQG�FULVLV�UHVSRQVH�FDQ�VHUYH�WR�SURPRWH�VWDELOLW\�DV
ZHOO�DV�WR�WKZDUW�DJJUHVVLRQ��%XW�WKH�PDMRU�FRPSRQHQW�RI�VWDELOLW\�SURPRWLRQ�LV
VRPHWKLQJ�FDOOHG�SHDFHWLPH�HQJDJHPHQW��¦D�EURDG�UDQJH�RI�QRQ�FRPEDW�DFWLYLWLHV
XQGHUWDNHQ�E\�RXU�$UPHG�)RUFHV�§�WKDW�UHSUHVHQWV�WKH�ODUJHVW�FKDQJH�IURP�WKH�����
YHUVLRQ�RI�WKH�PLOLWDU\�VWUDWHJ\�

���
�7KHVH�DFWLYLWLHV��ZKLFK�UDQJH�IURP�QDWLRQ�DQG�VHFXULW\

DVVLVWDQFH�WR�SHDFHNHHSLQJ�DQG�KXPDQLWDULDQ�RSHUDWLRQV��UHIOHFW�DQ�DFNQRZOHGJHPHQW�WKDW
¦JOREDO�LQWHUGHSHQGHQFH�DQG�WUDQVSDUHQF\��FRXSOHG�ZLWK�RXU�ZRUOGZLGH�VHFXULW\�LQWHUHVWV�
PDNH�LW�GLIILFXOW�WR�LJQRUH�WURXEOLQJ�GHYHORSPHQWV�DOPRVW�DQ\ZKHUH�RQ�HDUWK�§

���
�7KH

DFWLYLWLHV�DOVR�UHIOHFW�WKH�OLQN�IURP�WKH�QDWLRQDO�VHFXULW\�VWUDWHJ\�RI�DFWLYHO\�VKDSLQJ�WKH
LQWHUQDWLRQDO�HQYLURQPHQW��ZLWK�WKH�UHJLRQDO�VWDELOLW\�SUHVHQWHG�DV�ERWK�WKH�FDXVH�IRU�DQG
WKH�UHVXOW�RI�PLOLWDU\�IRUFHV�LQ�SHDFHWLPH�IRVWHULQJ�¦WKH�SHDFHIXO�HQODUJHPHQW�RI�WKH

FRPPXQLW\�RI�IUHH�PDUNHW�QDWLRQV�§
���

0RVW�VLJQLILFDQWO\��WKH�DFWLYLWLHV�DVVRFLDWHG�ZLWK�SHDFHWLPH�HQJDJHPHQW�UHIOHFW�WKH
DFNQRZOHGJPHQW�RI�WKH�RSHQ�HQGHG�QDWXUH�RI�SURPRWLRQ�RI�VWDELOLW\�DQG�WKH�FRQFRPLWDQW
HPSKDVLV�RQ�VHOHFWLYLW\�DQG�SULRULWL]DWLRQ�FRQWDLQHG�LQ�WKH�3UHVLGHQW©V�QDWLRQDO�VHFXULW\
VWUDWHJ\��3KUDVHV�VXFK�DV�¦FDUHIXOO\�VHOHFWHG�FDVHV��ZKHUH�RXU�LQWHUHVW�VR�GLFWDWH�§�DQG�¦RQ
D�FDVH�E\�FDVH�EDVLV�>Z@KHQ�ZDUUDQWHG�E\�FLUFXPVWDQFHV�DQG�QDWLRQDO�LQWHUHVWV§�DUH�VWUXQJ
WKURXJKRXW�WKH�PLOLWDU\�VWUDWHJ\�DV�DUH�UHIHUHQFHV�WR�WKH�UHVWULFWLRQV�RI�3''����

���
�7KLV��RI

FRXUVH��GRHV�QRW�SUHFOXGH�WKH�XVH�RI�SHDFHWLPH�HQJDJHPHQW�DV�D�VRXUFH�RI�UHOHYDQF\�DQG
MXVWLILFDWLRQ�IRU�IRUFHV��SDUWLFXODUO\�ZLWK�¦WHQV�RI�WKRXVDQGV§�8�6��WURRSV�LQYROYHG�GDLO\�LQ
VXFK�QRQFRPEDW�DFWLYLWLHV�DV�SURYLGLQJ�KXPDQLWDULDQ�DLG��DVVLVWLQJ�IRUHLJQ�PLOLWDULHV�DQG
WUDFNLQJ�GUXJV��¦7KLV�OHYHO�RI�DFWLYLW\�������VXJJHVWV�D�FRQWLQXLQJ�QHHG�IRU�IOH[LEOH�DQG



��

UREXVW�PLOLWDU\�FDSDELOLWLHV�§
���

7KH�QDWLRQDO�PLOLWDU\�VWUDWHJ\��WKHQ��WDNHV�LWV�FXH�IURP�WKH�QDWLRQDO�VHFXULW\
VWUDWHJ\�LQ�OHDYLQJ�XQUHVROYHG�WKH�WHQVLRQ�EHWZHHQ�WKH�DFWLYLWLHV�DVVRFLDWHG�ZLWK
SHDFHWLPH�HQJDJHPHQW�DQG�WKRVH�ZLWK�ZDUILJKWLQJ��¦WKH�XOWLPDWH�JXDUDQWRU�RI�RXU�YLWDO
LQWHUHVWV�§

���
�¦,�WKLQN�WKDW�WHQVLRQ�FDQ�EH�RYHUVWDWHG�§�D�VHQLRU�PLOLWDU\�RIILFLDO�FRPPHQWHG

RQ��FRQGLWLRQ�RI�DQRQ\PLW\�ZKHQ�EULHILQJ�UHSRUWHUV�RQ�WKH�QHZ�PLOLWDU\�VWUDWHJ\
GRFXPHQW��3HDFH�RSHUDWLRQV�FDQ�UHLQIRUFH�VRPH�FRPEDW�VNLOOV��KH�DGGHG��DQG�WKHUH�ZDV
DOZD\V�UHIUHVKHU�WUDLQLQJ�IRU�WURRSV�UHWXUQLQJ�IURP�SHDFHNHHSLQJ�PLVVLRQV��¦+RZ�WKDW©V
DOO�SXW�WRJHWKHU¤WKDW©V�D�UHVSRQVLELOLW\�RI�WKH�FRPPDQGHU�DW�WKH�UHVSHFWLYH�OHYHOV�RXW
WKHUH�§�KH�FRQFOXGHG�

���
�7KHUH�LV�DOVR��KRZHYHU��D�KLJKHU�UHVSRQVLELOLW\��DV�WKH�HPSKDVLV

RQ�VHOHFWLYLW\�DQG�SULRULWL]DWLRQ�LQGLFDWHV�LQ�WKH�VWUDWHJLHV�RI�ERWK�WKH�3UHVLGHQW�DQG�WKH
&KDLUPDQ��¦%HLQJ�UHDG\�WR�ILJKW�DQG�ZLQ�UHPDLQV�RXU�IRUHPRVW�UHVSRQVLELOLW\�§�WKH
PLOLWDU\�VWUDWHJ\�UHPLQGV�XV��¦,W�LV�IRU�WKLV�UHDVRQ��IXQGDPHQWDOO\��WKDW�RXU�QDWLRQ�KDV

UDLVHG�DQG�VXVWDLQHG�LWV�$UPHG�)RUFHV�§
���

7ZR�05&V�2U�1RW�7ZR�05&V�

¦8QFHUWDLQW\�LV�QRW�D�PHUH�QXLVDQFH�UHTXLULQJ�D�ELW�RI�VHQVLWLYLW\�DQDO\VLV�§�3DXO
'DYLV�SRLQWV�RXW��¦LW�LV�D�GRPLQDQW�FKDUDFWHULVWLF�RI�VHULRXV�SODQQLQJ�§

���
�7KH�8�6�

PLOLWDU\�LV�ZHOO�DZDUH�RI�WKLV�IDFW��EXW�KDV�KDG�GLIILFXOW\�GXULQJ�WKH�FXUUHQW�WUDQVLWLRQ�LQ
VHOOLQJ�LW�WR�&RQJUHVV�DQG�WKH�SXEOLF��$�PDMRU�SUREOHP�LV�WKH�ODFN�RI�WKH�DOO�FRQVXPLQJ
WKUHDW�WKDW�DOORZHG�D�GHGXFWLYH�DSSURDFK�WR�WKH�SUREOHP�RI�FRQWDLQLQJ�WKH�8665�IRU�RYHU
IRXU�GHFDGHV��:LWK�WKDW�SUREOHP�ILUPO\�LQ�VLJKW�DQG�ZLWK�QXFOHDU�GHWHUUHQFH�DV�WKH
SULPDU\�LQVWUXPHQW�IRU�DYRLGLQJ�JHQHUDO�ZDU�ZLWK�WKH�6RYLHWV��WKH�VROXWLRQV�WKURXJK�HLJKW
GLIIHUHQW�$PHULFDQ�$GPLQLVWUDWLRQV��)LJXUH����RVFLOODWHG�EHWZHHQ�WKH�KLJK�GHIHQVH�FRVW�
ORZ�ULVN�DSSURDFK��4XDGUDQW����FKDUDFWHULVWLF�RI�16&�����DQG�WKH�ORZ�FRVW��KLJK�ULVN

VWUDWHJ\��4XDGUDQW����FDSWXUHG�LQ�WKH�QXFOHDU�IRUFHV�RI�WKH�(LVHQKRZHU�\HDUV�
���

'HVSLWH�WKHVH�VKLIWV��JHQHUDO�ZDU�UHPDLQHG�WKH�RYHUDUFKLQJ�UDWLRQDOH�IRU�05&V�LQ
WKH�&ROG�:DU��7KH�VSHFLILF�WKUHDW�VFHQDULRV�LQ�WKH�����V��������ZDUV�������V��������ZDUV��
DQG�����V��DW�WLPHV¤��ZDUV���ZHUH�DOO�EDVHG�RQ�ZRUVW�FDVH�05&V��8665��35&�1RUWK
.RUHD��,UDQ��DQG�D�/HVVHU�5HJLRQDO�&RQWLQJHQF\��/5&��VXFK�DV�6RXWKHDVW�$VLD�RU�&XED�
'HIHQVH�6HFUHWDULHV�GXULQJ�WKRVH�\HDUV�FKDUJHG�WKH�YDULRXV�&,1&V�WR�SUHSDUH�QRW�RQO\�IRU
WKH�SULPDU\�DQG�PRVW�GHPDQGLQJ�VFHQDULRV�WKDW�ZHUH�XVHG�WR�MXVWLI\�RYHUDOO�IRUFH
VWUXFWXUH��EXW�DOVR�IRU�D�UDQJH�RI�VPDOOHU�FULVHV�DV�ZHOO��7KH�ZLGH�UDQJH�RI�FDSDELOLWLHV
UHTXLUHG�WR�PHHW�VXFK�UHTXLUHPHQWV�ZHUH�SRVVLEOH�EHFDXVH�RI�WKH�ODUJH�DQG�GLYHUVH
$PHULFDQ�PLOLWDU\�SRVWXUH�JHQHUDWHG�E\�8�6��SODQQLQJ�EDVHG�RQ�WKH�JOREDO�6RYLHW�WKUHDW�
7KH�IUDPHZRUN�RI�WKDW�WKUHDW�ZDV�IXUWKHU�HPSKDVL]HG�E\�WKH�ODWHU�UHTXLUHPHQWV�IRU�&,1&V

WR�FRPH�XS�ZLWK�D�SODQQLQJ�VFHQDULR�IRU�HDFK�RI�D�QXPEHU�RI�GLIIHUHQW�WKHDWHUV�
���

,Q�������KRZHYHU��WKHUH�ZDV�D�PRPHQWDU\�VKLIW�IURP�WKH�IRFXV�RQ�WKUHDW�EDVHG
UHTXLUHPHQWV��$Q�26'�VWXG\�JURXS�WKDW�\HDU�H[DPLQHG�D�YDULHW\�RI�SRVVLEOH�0LGGOH�(DVW�
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)LJXUH���

3HUVLDQ�*XOI�FRQWLQJHQFLHV�UDQJLQJ�IURP�WKH�,UDTL�WKUHDW�WR�.XZDLW�DQG�DQ�,UDQ�,UDT�ZDU�WR
D�SRVVLEOH�6RYLHW�LQYDVLRQ�RI�,UDQ��7KH�JURXS�FRQFOXGHG�WKDW�QR�RQH�FRXOG�IRUHVHH�ZKR
WKH�HQHP\�PLJKW�EH�IRU�WKH�8QLWHG�6WDWHV�LQ�D�GHFDGH��3ODQQLQJ�XQGHU�VXFK�XQFHUWDLQW\�
WKH�ILQDO�VWXG\�UHSRUW�DYRLGHG�¦UHTXLUHPHQWV§�DQG�IRFXVHG�LQVWHDG�RQ�LQFUHDVLQJ�
FDSDELOLWLHV�ZLWKRXW�JRLQJ�LQWR�PXFK�GHWDLO�FRQFHUQLQJ�SUHFLVH�HPSOR\PHQW�RI�WKRVH

FDSDELOLWLHV�
���

7KHUH�ZDV�LQFUHDVHG�8�6��FRQFHUQ�ZLWK�WKH�UHJLRQ�DIWHU�WKH�'HFHPEHU������6RYLHW
LQYDVLRQ�RI�$IJKDQLVWDQ��$V�D�FRQVHTXHQFH��WKH�%URZQ�DQG�:HLQEHUJHU�GHIHQVH�UHJLPHV
LQLWLDWHG�DQG�H[SDQGHG�D�SURJUDP�WR�EXLOG�FDSDELOLWLHV�IRU�JHQHUDO�GHWHUUHQFH�DQG�GHIHQVH
LQ�WKH�3HUVLDQ�*XOI�UHJLRQ��3DUW�RI�WKDW�HIIRUW�VWUXFWXUDOO\�HYROYHG�LQWR�WKH�5DSLG
'HSOR\PHQW�-RLQW�7DVN�)RUFH��5'-7)��DQG�WKHQ�ODWHU�LQWR�8�6��&HQWUDO�&RPPDQG
�86&(17&20���2YHUDOO��WKH�SURJUDP��ZKLFK�ZDV�WR�SD\�GLYLGHQGV�LQ�'HVHUW�6WRUP��ZDV
WKH�ODUJHVW�HIIRUW�LQ�WKH�&ROG�:DU�WR�EXLOG�FDSDELOLWLHV�IRU�FRQWLQJHQFLHV�RWKHU�WKDQ�DOO�RXW
ZDU�ZLWK�WKH�6RYLHW�8QLRQ�LQ�(XURSH�

%XW�WKH�5DSLG�'HSOR\PHQW�)RUFH��5')��VRRQ�EHFDPH�FRQWURYHUVLDO�ZLWKLQ�DQG
RXWVLGH�WKH�PLOLWDU\��EHVW�GHPRQVWUDWHG�E\�IRUPHU�6HFUHWDU\�RI�'HIHQVH�-DPHV
6FKOHVVLQJHU©V�REVHUYDWLRQ�LQ�WKH�PDQQHU�RI�9ROWDLUH©V�GHVFULSWLRQ�RI�WKH�+RO\�5RPDQ
(PSLUH��WKDW�WKH�5')�ZDV�QHLWKHU�UDSLG��GHSOR\DEOH��QRU�D�IRUFH��0RUHRYHU��VXFK�SODQQLQJ
IRU�XQFHUWDLQW\�FRXOG�QRW�VXUPRXQW�WKH�UHQHZHG�HPSKDVLV�LQ�WKH�5HDJDQ�\HDUV�RQ
SRWHQWLDO�JOREDO�ZDU�ZLWK�WKH�8665��SULPDULO\�EURXJKW�DERXW�EHFDXVH�WKH�6RYLHWV



��

DSSHDUHG�WR�KDYH�LQFUHDVHG�WKHLU�FDSDELOLW\�IRU�DJJUHVVLRQ�LQ�VHYHUDO�WKHDWHUV��7KH�8QLWHG
6WDWHV�UHVSRQGHG�ZLWK�WKH�FRQFHSW�RI�¦KRUL]RQWDO�HVFDODWLRQ�§�ZKLFK�IDFHG�6RYLHW
DJJUHVVLRQ�LQ�RQH�UHJLRQ�ZLWK�WKH�SRVVLELOLW\�RI�$PHULFDQ�FRXQWHU�RIIHQVLYHV�LQ�UHJLRQV�RI
6RYLHW�ZHDNQHVV��,Q�VXFK�DQ�HQYLURQPHQW��WKH�SLFWXUH�RI�D�JOREDO�ZDU�WKDW�PLJKW�HVFDODWH
WR�WKH�VWUDWHJLF�QXFOHDU�OHYHO�NHSW�D�YHU\�WLJKW�KROG�RQ�WKH�VWUDWHJLF�IUDPHZRUN��DQG�WKH
GHWDLOHG�PLOLWDU\�SODQQLQJ�E\�WKH�-RLQW�&KLHIV��WKH�VHUYLFHV�DQG�WKH�5'-7)�VRRQ�UHWXUQHG

DOPRVW�H[FOXVLYHO\�WR�WKH�6RYLHW�WKUHDW�LQ�WHUPV�RI�,UDQ�
���

7KLV�GHGXFWLYH�IUDPHZRUN�KDV�HYDSRUDWHG�LQ�WKH�SRVW�&ROG�:DU�HUD��OHDYLQJ�WKH
SUREOHPV�LQKHUHQW�LQ�LQGXFWLYH�UHDVRQLQJ�RI�SRVWXODWLQJ�VROXWLRQV�LQ�WKH�IRUP�RI
FDSDELOLWLHV�IRU�SUREOHPV�WKDW�GR�QRW�IXOO\�H[LVW�LQ�WKH�IRUP�RI�WKUHDWV��7KRVH�FDSDELOLWLHV
DUH�IRFXVHG�RQ�WKH�IRXU�NH\�UHTXLUHPHQWV�RXWOLQHG�LQ�WKH�%85��7R�EHJLQ�ZLWK��8�6��IRUFHV
PXVW�EH�DEOH�WR�GHWHU�DQG�SUHYHQW�WKH�HIIHFWLYH�XVH�RI�ZHDSRQV�RI�PDVV�GHVWUXFWLRQ
�:0'��DJDLQVW�8�6��WHUULWRU\��WURRSV�DQG�DOOLHV��7KH\�PXVW�DOVR�PDLQWDLQ�D�VWURQJ
SHDFHWLPH�RYHUVHDV�SUHVHQFH��)LQDOO\��WKHUH�DUH�WKH�FRQWURYHUVLDO�GXDO�UHTXLUHPHQWV�WKDW
8�6��IRUFHV�EH�DEOH��ZLWK�UHJLRQDO�DOOLHV��WR�ILJKW�DQG�ZLQ�WZR�QHDUO\�VLPXOWDQHRXV�05&V�
ZKLOH�PDLQWDLQLQJ�WKH�FDSDELOLW\�RI�FRQGXFWLQJ�D�YDULHW\�RI�RSHUDWLRQV�VKRUW�RI�05&�VFDOH

WKDW�ZLOO�VWLOO�UHTXLUH�VLJQLILFDQW�FRPEDW�IRUFHV�
���

:LWK�QR�GRPLQDWLQJ�VKRUW�WHUP�WKUHDW�DQG�DQ�XQFHUWDLQ�ORQJ�WHUP�RQH��WKH�JHQHUDO
SHUFHSWLRQ�RI�PDQ\�FULWLFV�LQ�WHUPV�RI�)LJXUH���LV�WKDW�WKH�8QLWHG�6WDWHV�LV�LQ�4XDGUDQW��
RI�KLJK�FRVW�DQG�ORZ�ULVN�DQG�VKRXOG�PRYH�WRZDUG�WKH�ORZ�FRVW��ORZ�ULVN�4XDGUDQW���E\
DEDQGRQLQJ�WKH�WZR�05&V�UHTXLUHPHQW��,Q�WKLV�FRQWH[W��VRPH�VHH�WKH�%85�IRUFH�DV�WKH
ODVW�JDVS�RI�DQ�RXWPRGHG�JDUULVRQ�VWDWH�WKDW�FDQ©W�VKDNH�WKH��&ROG�:DU�PHQWDOLW\��7KDW
IRUFH��WKH\�SRLQW�RXW��ZLOO�OHYHO�RXW�LQ������DW������ELOOLRQ�D�\HDU��OHDYLQJ�WKH�QH[W�ELJJHVW
VSHQGHU��5XVVLD��DW�DQ�HVWLPDWHG�����ELOOLRQ�SHU�\HDU��DQG�1RUWK�.RUHD�DQG�,UDT�DW�DQQXDO
UDWHV�RI�OHVV�WKDQ����DQG����ELOOLRQ�UHVSHFWLYHO\��(YHQ�WKHQ��WKH\�DUJXH��WKH�FRVW�RI�WKH�WZR
05&�IRUFHV�PD\�FDXVH�PDMRU�LWHPV�UHSODFHPHQW�WR�EH�GHIHUUHG�XQWLO�VXFK�WLPH�LQ�WKH
IXWXUH�ZKHQ�WKH�8QLWHG�6WDWHV�ZLOO�IDFH�¦D�PDVVLYH�MXQNLQJ�RI�REVROHVFHQW�JHDU�§

���
�,W�LV

VXFK�SUREOHPV�WKDW�PDNH�WKH�5HYROXWLRQ�LQ�0LOLWDU\�$IIDLUV�VR�VHGXFWLYH�LQ�D�FDSDELOLWLHV�
EDVHG��LQGXFWLYH�HQYLURQPHQW��,Q�RQH�DUJXPHQW��IRU�H[DPSOH��WKH�PRQH\�VDYHG�E\�JRLQJ
WR�D�RQH�05&�SODQQLQJ�EDVLV�FRXOG�EH�XVHG�DV�VHHG�FRUQ�IRU�QHZ�UHVHDUFK�DQG
GHYHORSPHQW�HIIRUWV��7KH�LQFUHDVHG�WHFKQRORJLFDO�FDSDELOLWLHV�UHVXOWLQJ�IURP�WKHVH�HIIRUWV
LQ�WKH�ORQJ�WHUP�ZRXOG�ORZHU�WKH�ULVN�HYHQ�LI�WKH�WKUHDW�LQFUHDVHG�LQ�WKH�VDPH�SHULRG��%\
ORZHULQJ�WKH�FRVW�LQ�WKH�VKRUW�UXQ��WKH�DUJXPHQW�JRHV��WKH�ULVN�LQ�WKH�ORQJ�WHUP�LV�DOVR
ORZHUHG��WKXV�HQDEOLQJ�WKH�8QLWHG�6WDWHV�WR�PRYH�LQWR�WKH�ORZ�FRVW��ORZ�ULVN�4XDGUDQW��

RI�)LJXUH���DQG�UHPDLQ�WKHUH�IRU�WKH�IRUHVHHDEOH�IXWXUH�
���

7KHUH�DUH�DOVR�RWKHU�SUREOHPV�ZLWK�ZKDW�5LFKDUG�.XJOHU�FDOOV�¦FDQRQLFDO�05&V§
GHDOLQJ�ZLWK�,UDT�DQG�1RUWK�.RUHD��7R�EHJLQ�ZLWK��WKH�%85�IRUFH�PD\�QRW�HYHQ�EH
HQRXJK�WR�WDNH�RQ�RQH�05&�VXFFHVVIXOO\�DOO�DW�RQFH��7KH�*XOI�:DU��DIWHU�DOO��UHTXLUHG
ZHOO�RYHU����SHU�FHQW�RI�8�6��DLUOLIW�DQG�DHULDO�UHIXHOLQJ�DLUFUDIW�FRPPLWWHG�WR�WKH
GHSOR\PHQW�DQG�VXVWDLQPHQW�RI�WKH�IRUFH��7KLV�LV�QRW�WR�VD\�WKDW�LQ�VRPH�SOD\�RI�VFHQDULRV�



��

IRU�LQVWDQFH�LQ�DQ�HQYLURQPHQW�IDYRUDEOH�WR�DLU�IRUFHV��WKH�8QLWHG�6WDWHV�FRXOG�QRW�EH
VXFFHVVIXO�ZLWK�HYHQ�VPDOOHU�IRUFHV��%XW�WKH�OHVVRQ�SRWHQWLDO�DGYHUVDULHV�WRRN�DZD\�IURP
'HVHUW�6WRUP�LV�QRW�WR�ILJKW�LQ�D�PDQQHU�RI�$PHULFDQ�FRQYHQLHQFH��7KLV�PD\�UHVXOW�LQ�WKH
IXWXUH�LQ�EHWWHU�HTXLSSHG�DQG�WUDLQHG�HQHP\�IRUFHV��&HUWDLQO\�WKHUH�ZLOO�EH�GLIIHUHQW
G\QDPLFV�WKDW�FRXOG�LQFOXGH�WKH�XVH�RI�:0'�WR�VFDUH�RII�:HVWHUQ�DOOLHV��WKH�GHOLEHUDWH
SOD\LQJ�RQ�8�6��VHQVLWLYLW\�WR�FDVXDOWLHV��PRUH�DPELJXRXV�IRUPV�RI�DJJUHVVLRQ��RU�HYHQ�D
GLIIHUHQW�DSSURDFK�WR�FRQIOLFW�UHPLQLVFHQW�RI�ZKDW�WKH�QRQVWDQGDUG�%OLW]NULHJ�GLG�WR�WKH
)UHQFK�$UP\�WKDW�KDG�SUHSDUHG�IRU�D�JHQHUDWLRQ�WR�ILJKW�D�FDQRQLFDO�VFHQDULR�UHSOLFDWLQJ
:RUOG�:DU�,��)LQDOO\��WKH�SURFHVV�RI�FRDOLWLRQ�EXLOGLQJ�ZLOO�YDU\�ZLWK�WKH�05&V��PDNLQJ
QHXWUDOLW\�RU�HYHQ�RSSRVLWLRQ�D�SRVVLELOLW\�DV�RSSRVHG�WR�WKH�WZR�05&V�DVVXPSWLRQ�RI

PXOWL�JRYHUQPHQWDO�VXSSRUW�
���

$OO�WKLV�QRWZLWKVWDQGLQJ��WKH�WZR�05&V�VWDQGDUG�GHPRQVWUDWHV�WKDW�XQFHUWDLQW\��LQ
(OLRW�&RKHQ©V�ZRUGV��¦QHHG�QRW�EH�WKH�VDPH�WKLQJ�DV�EHZLOGHUPHQW�§

���
�,QGXFWLYH�

FDSDELOLWLHV�EDVHG�SODQQLQJ�LV�VLPSO\�EHWWHU�LQ�WKH�QHZ�HQYLURQPHQW�IRU�HQFRXUDJLQJ
GLYHUVLW\�DQG�DGDSWDELOLW\�WKDQ�WKH�ROG�WKUHDW�DQG�UHTXLUHPHQWV�EDVHG�SODQQLQJ��LQ�ZKLFK
WKH�IRFXV�ZDV�RQ�GHGXFWLYHO\�IXOILOOLQJ�HVWLPDWHG�QHHGV�IRU�D�IHZ�SUHFLVHO\�GHILQHG�WKUHDW
VFHQDULRV��,Q�WKLV�UHJDUG��WKH�WZR�FDQRQLFDO�05&V�DUH�WKH�ULJKW�EDVLV�IRU�SODQQLQJ�WKH
QDWLRQDO�PLOLWDU\�VWUDWHJ\��7RJHWKHU��WKH\�HQFRXUDJH�GLYHUVLW\�ZLWK�WKH�3HUVLDQ�*XOI�05&
UHTXLULQJ�KHDY\�DUPRU��DQG�PHFKDQL]HG�XQLWV�DQG�WKH�.RUHDQ�FRQWLQJHQF\�GHDOLQJ�ZLWK
OLJKWHU�LQIDQWU\��DUWLOOHU\�DQG�DLU�PRELOH�XQLWV��$QG�LQ�ERWK�WKHDWHUV��WKHUH�LV�WKH�QHHG�IRU
MRLQW�DQG�FRPELQHG��RIIHQVLYH�DQG�GHIHQVLYH�RSHUDWLRQV��DOO�LQFRUSRUDWLQJ�WKH�ODWHVW�LQ
GRFWULQH�DQG�WHFKQRORJ\��0RVW�LPSRUWDQWO\��WKH�WZR�05&V�HVWDEOLVK�D�SUXGHQW�IORRU�XQGHU
GHIHQVH�VSHQGLQJ�WKDW�SUHYHQWV�DQ\�EXGJHWDU\�IUHH�IDOO�DQG�SURYLGHV�VRPH�HOHPHQW�RI

SUHGLFWDELOLW\�
���

7KDW�SUHGLFWDELOLW\�LV�LPSRUWDQW�LI�WKH�8QLWHG�6WDWHV�LV�WR�KHGJH�DJDLQVW�WKH
HPHUJHQFH�RI�$�OHYHO�WKUHDWV��'UDPDWLF�IRUFH�LPSURYHPHQWV�QRUPDOO\�UHTXLUH�WLPH��EXW
ZLWK�RXWVLGH�DVVLVWDQFH�DQG�QHZ�WHFKQRORJLHV��WKHUH�ZLOO�EH�LQFUHDVHG�SRVVLELOLWLHV�IRU
VXUSULVH�EXLOG�XSV�LQ�WKH�IXWXUH��,Q�WKLV�UHJDUG��*HUPDQ\�LQ�WKH�����V�LV�D�XVHIXO�UHPLQGHU
KRZ�D�QDWLRQ�FDQ�JR�IURP�DOPRVW�FRPSOHWH�GLVDUPDPHQW�WR�EHLQJ�WKH�ZRUOG©V�VWURQJHVW
PLOLWDU\�SRZHU�LQ���\HDUV��7KDW�H[SHULHQFH�DOVR�LQGLFDWHV�KRZ�GLIILFXOW�LW�LV�WR�GLVFHUQ
LQWHQWLRQV�DQG�XOWLPDWH�DPELWLRQ��ZLWK�WKDW�DPELWLRQ�LQ�LWVHOI�LQIOXHQFHG�E\�YLFWRULHV�DORQJ
WKH�ZD\��,W�LV�LQ�WKLV�FRQWH[W�WKDW�HVWDEOLVKLQJ�FDSDELOLWLHV�GHDOLQJ�ZLWK�SRWHQWLDO�%�OHYHO
WKUHDWV�LQ�WKH�05&V�WDNHV�RQ�PRUH�LPSRUWDQFH��,Q�WKH�ILUVW�SODFH��WKRVH�FDSDELOLWLHV�ZLOO
VHUYH�DV�LPSRUWDQW�EORFNV�XSRQ�ZKLFK�WR�EXLOG�VKRXOG�LW�EHFRPH�QHFHVVDU\�WR�ILJKW�DQ�$�
OHYHO�DGYHUVDU\��(TXDOO\�LPSRUWDQW��WKH�FDSDELOLWLHV�PD\�HYHQ�GHWHU�WKH�IRUPDWLRQ�RI�D�SHHU
WKUHDW��RQH�WKDW�FRXOG�RFFXU��KRZHYHU��LI�DJJUHVVLRQ�LQ�RQH�UHJLRQ�ZHQW�XOWLPDWHO\
XQDQVZHUHG�EHFDXVH�RI�8�6��SUHRFFXSDWLRQ�ZLWK�D�PDMRU�FRQWLQJHQF\�LQ�DQRWKHU��7KLV�LV
QRW�D�SUREOHP�LI��DV�WKH�1HZ�<RUN�7LPHV�UHFHQWO\�PDLQWDLQHG�E\�TXRWLQJ�6HFUHWDU\�3HUU\�
WKH�SURVSHFW�RI�ILJKWLQJ�WZR�ZDUV�LV�¦HQWLUHO\�LPSODXVLEOH�§��3HUU\©V�ULSRVWH�ZDV�LQ�WKH�EHVW
WUDGLWLRQ�RI�$PEDVVDGRU�.RPHU©V�¦OLNHOLKRRG�IDOODF\§�



��

7KH�WZR�ZRUGV�WKDW�\RX�VXUJLFDOO\�OLIWHG�IURP�P\�WHVWLPRQ\�WR�&RQJUHVV
GLVWRUWHG�P\�SRLQW��ILJKWLQJ�WZR�ZDUV�LV�LPSODXVLEOH�SUHFLVHO\�EHFDXVH�ZH
KDYH�WKH�FDSDELOLW\�WR�UHVSRQG�WR�WZR�FKDOOHQJHV�DW�RQFH��,I�ZH�RQO\�KDG�WKH
FDSDELOLW\�IRU�RQH�PDMRU�FRQIOLFW��RXU�ZHDNQHVV�FRXOG�LQYLWH�D�VHFRQG
FRQIOLFW��WKHUHE\�PDNLQJ�SODXVLEOH�ZKDW�ZRXOG�RWKHUZLVH�EH�DQ�LPSODXVLEOH

VFHQDULR�
���

,Q�DQ\�HYHQW��WKH�WZR�05&V�FRQFHSW�UHPDLQV�WKH�FHQWUDO�IRFXV�RI�WKH�G\QDPLF
SURFHVV�HQYLVLRQHG�LQ�WKH�%85�ZKHQ�LW�LGHQWLILHG�DUHDV�UHTXLULQJ�IXUWKHU�DVVHVVPHQW�DV
ZHOO�DV�WKRVH�WKDW�ZRXOG�KDYH�WR�EH�FRQVWDQWO\�UHILQHG�ZLWKLQ�WKH�RYHUDOO�DQDO\WLF
IUDPHZRUN��7KH�SKLORVRSK\�EHKLQG�PXFK�RI�WKLV�DQDO\VLV�LV�VXPPHG�XS�LQ�WKH�FXUUHQW
QDWLRQDO�PLOLWDU\�VWUDWHJ\�

:KLOH�VPDOOHU��ZH�PXVW�EHFRPH�SRXQG�IRU�SRXQG�PRUH�FDSDEOH�WKURXJK
HQKDQFHPHQWV�DQG�VHOHFWHG�PRGHUQL]DWLRQV��2XU�DELOLW\�WR�H[HFXWH�WKLV
VWUDWHJ\�RI�IOH[LEOH�DQG�VHOHFWLYH�HQJDJHPHQW�ZLOO�EH�SXW�DW�ULVN�ZLWKRXW

WKHVH�UHTXLUHG�XSJUDGHV�
���

$V�D�UHVXOW��WKH�3HQWDJRQ�LV�FXUUHQWO\�DW�ZRUN�RQ�FULWLFDO�IRUFH�HQKDQFHPHQWV�WKDW
LQFOXGH�LPSURYHPHQWV�LQ�VWUDWHJLF�PRELOLW\��DGYDQFHG�SUHFLVLRQ�JXLGHG�PXQLWLRQV�
UHDGLQHVV�RI�VHOHFWHG�UHVHUYH�FRPSRQHQW�IRUFHV��DQG�VXUYHLOODQFH�DQG��FRPPDQG��FRQWURO
DQG�FRPPXQLFDWLRQV�FDSDELOLWLHV��7KHVH�HQKDQFHPHQWV��LQLWLDOO\�LGHQWLILHG�LQ�WKH�%85
DQG�ODWHU�YDOLGDWHG�LQ�WKH�HYROYLQJ�IUDPHZRUN�RI�WKDW�UHYLHZ��ZLOO�HQDEOH�WKH�SURJUDPPHG
%85�IRUFH�WR�VXSSRUW�WKH�QDWLRQDO�PLOLWDU\�VWUDWHJ\�ZHOO�LQWR�WKH�QH[W�FHQWXU\��$V�SDUW�RI
WKH�FRQWLQXLQJ�DQDO\VLV�RI�WKLV�LQGXFWLYH�SURFHVV��WKH�&KDLUPDQ�LV�VSRQVRULQJ�D�VHULHV�RI
ZDUJDPHV�WR�DVVHVV�WKH�FDSDELOLW\�RI�WKH������IRUFH�DQG�WKH�HQKDQFHG�%85�IRUFH�RI�WKH

IXWXUH�WR�ZLQ�WZR�QHDUO\�VLPXOWDQHRXV�05&V�
���

,Q�PDNLQJ�WKDW�DVVHVVPHQW��WKHUH�LV�D�QHHG�WR�DYRLG�WRR�QDUURZ�D�IRFXV�RQ�WKH
FDQRQLFDO�3HUVLDQ�*XOI�DQG�.RUHDQ�05&V��)RUWXQDWHO\��FDSDELOLWLHV�EDVHG�SODQQLQJ
HQFRXUDJHV�WKH�W\SH�RI�DGDSWDELOLW\�DQG�IOH[LELOLW\�WKDW�VKRXOG�PLWLJDWH�DQ\�VXFK�WHQGHQF\�
7KLV�LV�LQKHUHQW�LQ�VXFK�%85�LQQRYDWLRQV�DV�WKH�IRUFH�EXLOGLQJ�EORFN�FRQFHSWV�IRU�PDMRU
DQG�OHVVHU�UHJLRQDO�FRQWLQJHQFLHV��,Q�DGGLWLRQ��WKH�VWUDWHJLF�FRPSRQHQW�RI�SHDFHWLPH
HQJDJHPHQW�ZLWK�LWV�IRFXV�RQ�WKH�VKDSLQJ�RI�WKH�LQWHUQDWLRQDO�HQYLURQPHQW�ZLOO�HQFRXUDJH
D�ZLGHU��PRUH�IOH[LEOH�SHUVSHFWLYH�LQ�WHUPV�RI�05&V��,Q�DQ\�FDVH��QR�PDWWHU�WKH
FRQWLQJHQF\��IRUFH�FDSDELOLW\�VKRXOG�DVVXPH�WKDW�:0'��¦WKH�*UHDW�(TXDOL]HUV�RI�WKH�ODWH
WZHQWLHWK�FHQWXU\�§�ZLOO�EH�PDMRU�IDFWRUV�LQ�IXWXUH�UHJLRQDO�FRQIOLFWV�

���
�6WDQGDUG�05&

VFHQDULRV�VKRXOG�UHIOHFW�WKH�SRWHQWLDO�XVH�RI�WKHVH�ZHDSRQV��ZKLFK�LQ�WXUQ�KLJKOLJKWV�WKH
QHHG�WR�WKLQN�WKURXJK�WKH�8QLWHG�6WDWHV�DQG�$OOLHG�DELOLW\�WR�XVH�SXQLVKPHQW��QRW�RQO\�DV
SDUW�RI�HQKDQFHG�FRQYHQWLRQDO�GHWHUUHQFH��EXW�LQ�SUHHPSWLYH�VWULNHV�DJDLQVW�URJXH�QDWLRQV
DQG�RUJDQL]DWLRQV�HLWKHU�GHYHORSLQJ�RU�SRVVHVVLQJ�:0'�

$�UHFHQW�5$1'�VWXG\�FRQFOXGHV�WKDW�WKH�%85�IRUFH�ZLWK�FDSDELOLWLHV�RI�WDNLQJ�RQ



��

RQH�WR�WZR�05&V�LV�DGHTXDWH�LQ�WHUPV�RI�WKH�SHUFHLYHG�YDOXH�RI�WKRVH�FDSDELOLWLHV�DQG
DFFHSWDEOH�LQ�WHUPV�RI�ORZ�WR�PRGHUDWH�ULVN��7KH�VWXG\�DOVR�SRLQWV�RXW��KRZHYHU��WKDW�¦WKH
%85�SURJUDP�LV�DW�WKH�HGJH�RI�SUXGHQFH¤L�H���WKDW�IXUWKHU�FXWV�ZRXOG�KDYH�VHULRXV
QHJDWLYH�FRQVHTXHQFHV�§

���
�&HUWDLQO\�DPRQJ�WKHVH�FRQVHTXHQFHV�ZRXOG�EH�D

GLPLQLVKPHQW�RI�RYHUVHDV�SUHVHQFH�LQ�FULWLFDO�UHJLRQV�WKDW�ZRXOG�EH�WDNHQ�DV�D�VLJQ�RI
VWUDWHJLF�ZLWKGUDZDO��7KLV�LQ�WXUQ�ZRXOG�OHDYH�SRZHU�YDFXXPV�WKDW�FRXOG�FUHDWH�UHJLRQDO
LQVWDELOLWLHV�LQ�WKH�IRUP�RI��IRU�H[DPSOH�LQ�$VLD��-DSDQHVH��&KLQHVH�DQG�.RUHDQ�PLOLWDU\
FRPSHWLWLRQ��0RUHRYHU��GHVSLWH�WKH�DGYDQFHV�RI�WKH�FRPPXQLFDWLRQ��LQIRUPDWLRQ
UHYROXWLRQ��GLVWDQFH�LV�VWLOO�NH\�LQ�PLOLWDU\�DIIDLUV��DQG�WKH�ORVV�RI�IDFLOLWLHV�RXWVLGH�8�6�
WHUULWRU\�ZRXOG�PDNH�LW�PXFK�PRUH�GLIILFXOW�IRU�WKH�8QLWHG�6WDWHV�WR�EULQJ�RYHUZKHOPLQJ
IRUFH�WR�EHDU�LQ�HYHU\�UHJLRQ�RI�WKH�ZRUOG��)LQDOO\��ZLWK�D�FXW�LQ�WKH�PLOLWDU\�EHORZ�WKH
%85�OHYHO��WKH�IUDFWLRQ�RI�WKH�UHPDLQLQJ�IRUFHV�WKDW�ZRXOG�KDYH�WR�EH�FRPPLWWHG�WR�DQ\
UHJLRQDO�FRQWLQJHQF\�ZLOO�JURZ��FUHDWLQJ�WKH�GLVWLQFW�SRVVLELOLW\�RI�D�FRQFRPLWDQW
GLPLQXWLRQ�LQ�WKH�ZLOOLQJQHVV�RI�WKH�QDWLRQ©V�SROLWLFDO�DQG�PLOLWDU\�OHDGHUV�WR�ULVN�WKH

HQJDJHPHQW�RI�WKRVH�IRUFHV�QR�PDWWHU�KRZ�FULWLFDO�WKH�LVVXH�
���



��
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,Q�WKH�ZDNH�RI�YLFWRU\�LQ�WKH�&ROG�:DU��7LPH©V�&\FOH�LV�D�UHPLQGHU�WKDW�WKH�IUXLWV
RI�VXFK�YLFWRU\�FDQ�VRRQ�WXUQ�ELWWHU��7KH�$WKHQLDQV��IRU�LQVWDQFH��GHIHDWHG�3HUVLD�LQ�WKH
�WK�FHQWXU\�%&�DQG�WKHQ�ZLWK�WKH�DUURJDQFH�RI�KXEULV�GHIHDWHG�WKHPVHOYHV��,Q�D�VLPLODU
PDQQHU��WKH�7XUNV�VSHQW�FHQWXULHV�DWWHPSWLQJ�WR�FRQTXHU�&RQVWDQWLQRSOH�IRU�,VODP�RQO\�WR
VHH�ZRUOG�SRZHU�SDVVLQJ�WR�VHFXODU�(XURSHDQ�VWDWHV�HYHQ�LQ�WKH�WULXPSKDQW�\HDU�RI������
6XFK�H[DPSOHV�DUH�ZK\�*��.��&KHVWHUWRQ�VDZ�D�NLQG�RI�KHURLVP�LQ�GHDOLQJ�ZLWK�ZKDW�KDG
JRQH�RQ�EHIRUH��¦0DQ�LV�OLNH�3HUVLXV��KH�FDQQRW�ORRN�DW�WKH�*RUJRQ�RI�WKH�IXWXUH�H[FHSW�LQ
WKH�PLUURU�RI�WKH�SDVW�§

���
�1HYHUWKHOHVV��DV�+RPHU©V�2G\VVH\��UHPLQGV�XV��WKHUH�LV�VWUHQJWK

WR�EH�GUDZQ�IURP�WKH�SDVW��,Q�WKDW�HSLF��ZKHQ�7HOHPDFKXV�JRHV�ZLWK�KLV�JUDQGIDWKHU�DQG
IDWKHU��8O\VVHV��WR�ILJKW�WKH�DUP\�RI�KLV�PRWKHU©V�VXLWRUV��$WKHQD�VSHHGV�KLV�ILUVW�VSHDU
ZLWK�VXFK�LPSDFW�WKDW�LW�EUHDNV�WKH�VSLULW�RI�WKH�VXLWRUV�DQG�HQGV�WKH�EDWWOH��7HOHPDFKXV�LV
YLFWRULRXV�DJDLQVW�WKH�PRE��¦IRU�KH�LV�D�FURZG�LQ�KLPVHOI�§

+H�LV�DOO�WKH�JRRG�WKLQJV�ORYHG�WKDW�KDYH�EHHQ�SDVVHG�GRZQ�WR�KLP�LQ�WKH
P\VWHU\�RI�KXPDQ�WUDGLWLRQ��WKH�FRPPXQLW\�WKDW�OLYHV�RQ�HYHQ�LQ�WKH�VLQJOH
VHOI��+LV�VSHDU�IOLHV�VKLQLQJ�LQWR�WKH�IXWXUH�EHFDXVH�KLV�ZKROH�UDFH�WKUHZ�LW¤

WKH�KXPDQ�UDFH��WKH�SDVW��WKH�)DWKHUV�
���

7KLV�LV�XOWLPDWHO\�ZK\�7LPH©V�$UURZ�ZLWK�LWV�DVVHUWLRQ�WKDW�HYHU\�PRPHQW�RI�WLPH
LV�XQLTXH�LV�XQVDWLVIDFWRU\��0DQ�FUDYHV�VRPHWKLQJ�WKDW�SURYLGHV�KHOS�IRU�WKH�IXWXUH��VRPH
XQGHUO\LQJ�JHQHUDOLW\��VRPH�SULQFLSOHV�WKDW�LPSDUW�RUGHU�E\�WUDQVFHQGLQJ�WKH�GLVWLQFWLRQ�RI
PRPHQWV��,Q�QR�ILHOG�LV�WKLV�XUJH�PRUH�HYLGHQW�WKDQ�LQ�VWUDWHJ\�DQG�LQWHUQDWLRQDO�UHODWLRQV�
$QG�\HW�7LPH©V�$UURZ�LV�D�FRQVWDQW�UHPLQGHU�WKDW�VWUDWHJ\�LV�IDU�IURP�EHLQJ�D�VFLHQFH�
WKDW�LQWHUQDWLRQDO�SROLWLFV�OLNH�HYROXWLRQ�FDQ�JR�GRZQ�YHU\�GLIIHUHQW�SDWKV�EDVHG�RQ
SDUWLFXODU�HYHQWV��1DWXUDO�VHOHFWLRQ��IRU�LQVWDQFH��GRHV�QRW�SUHFOXGH�D�ODUJH�UROH�IRU�FKDQFH
DQG�DFFLGHQW�LQ�PDNLQJ�OLIH�HYROYH�YHU\�GLIIHUHQWO\��)RU�WKLV�WKHUH�DUH�QR�JHQHUDO
SULQFLSOHV�RU�VFLHQWLILF�ODZV��,Q�D�VLPLODU�PDQQHU��DV�DQ�H[DPSOH��WKH�UROH�RI�FRQWLQJHQF\
LQ�LQWHUQDWLRQDO�SROLWLFV�LV�LOOXVWUDWHG�E\�WKH�.RUHDQ�:DU��)RU�DEVHQW�WKDW�FRQIOLFW��WKH�&ROG
:DU�PLJKW�KDYH�WDNHQ�RQ�DQ�HQWLUHO\�GLIIHUHQW�IRUP¤RQH�ZLWKRXW�KLJK�GHIHQVH�EXGJHWV�

LQFUHDVHG�6LQR�$PHULFDQ�KRVWLOLW\��D�PLOLWDUL]HG�1$72��DQG�8�6��JOREDO�FRPPLWPHQWV�
���

%XW�LW�GLG�QRW��$QG�IURP�WKH�SHFXOLDU�IRUP�RI�WKDW�GHFDGHV�ORQJ�ZDU�LQ�SHDFH�KDYH
HPHUJHG�VWUDQGV�RI�FKDQJH�DQG�FRQWLQXLW\�WKDW�SRVH�FKDOOHQJHV�DQG�RSSRUWXQLWLHV�IRU
$PHULFDQ�HOLWHV�LQ�WKH�LWHUDWLYH�FLYLO�PLOLWDU\�VHFXULW\�GLDORJXH�WKDW�LV�LWVHOI�D�SURGXFW�RI
WKH�&ROG�:DU��7ZR�RI�WKH�PRVW�YLVLEOH�SURGXFWV�RI�WKDW�SURFHVV�DUH�WKH�FXUUHQW�8�6�
QDWLRQDO�VHFXULW\�VWUDWHJ\�DQG�WKH�GHULYDWLYH�QDWLRQDO�PLOLWDU\�VWUDWHJ\��%RWK�GRFXPHQWV
GHDO�ZLWK�WKH�LQWHUUHODWHG�LVVXHV�WKDW�IDFH�WKH�8QLWHG�6WDWHV�LQ�D�WUDQVLWLRQDO�SHULRG�RI�JUHDW
XQFHUWDLQW\��WKH�QDWXUH�RI�$PHULFD©V�JOREDO�UROH�DQG�WKH�SULRULWL]DWLRQ�DQG�PLOLWDU\�HIIRUWV
WKDW�VKRXOG�DFFRPSDQ\�WKDW�UROH��$QG�LQ�ERWK�FDVHV��WKH�WKUHH�FRUH��$PHULFDQ�QDWLRQDO



��

LQWHUHVWV�RI�VHFXULW\��HFRQRPLF�SURVSHULW\�DQG�SURPRWLRQ�RI�YDOXHV�VHUYH�DV�WKH�EDVLV�IRU
WKHVH�HIIRUWV��7KH�UHVXOW�LV�D�FRPELQDWLRQ�RI�FKDQJH�DQG�FRQWLQXLW\�HPERGLHG�LQ�WKH
QDWLRQDO�VHFXULW\�VWUDWHJ\�RI�HQJDJHPHQW�DQG�HQODUJHPHQW��ZKLFK�ZLWK�LWV�V\QHUJLVWLF�XVH
RI�WKRVH�FRUH�YDOXHV��HIIHFWLYHO\�GHPRQVWUDWHV�WKH�IDOVH�GLFKRWRP\�EHWZHHQ�GRPHVWLF
ZHOO�EHLQJ�DQG�DQ�DFWLYLVW�JOREDO�UROH�IRU�WKH�8QLWHG�6WDWHV�

%RWK�GRFXPHQWV�FDQ�SOD\�D�PDMRU�UROH�LQ�KHOSLQJ�WKH�:KLWH�+RXVH�FUHDWH�D
FRQVHQVXV�RQ�VWUDWHJLF�FKRLFHV�WKDW�ZLOO�GHWHUPLQH�WKH�FRXUVH�RI�8�6��QDWLRQDO�VHFXULW\
SROLF\�ZHOO�LQWR�WKH�QH[W�FHQWXU\��7KLV�ZDV�DOVR�WKH�VLWXDWLRQ�WKDW�IDFHG�3UHVLGHQWV
)UDQNOLQ�5RRVHYHOW�DQG�+DUU\�7UXPDQ��7KH�SULPDU\�GLIIHUHQFH��KRZHYHU��LV�WKDW�WRGD\�WKH
3UHVLGHQW�LV�GHDOLQJ�ZLWK�DQ�$PHULFDQ�SXEOLF��PRUH�LQIRUPHG��PRUH�LQWHUQDWLRQDOLVW�DQG
FHUWDLQO\�PRUH�RSHQ�WR�OHDGHUVKLS�DQG�SHUVXDVLRQ�IURP�WKH�YHU\�WRS��7KHUH�LV�VRPH
FRQFHUQ��LQ�WKLV�UHJDUG��WKDW�VHOI�LPSRVHG�UHVWULFWLRQV�RQ�WKH�XVH�RI�$PHULFDQ�PLOLWDU\�PD\
KDYH�OHG�WR�D�VHOI�GHWHUUHQFH�SKHQRPHQRQ��%XW�WKH�IDFW�UHPDLQV�WKDW�WKH�SXEOLF�LV�LQVLVWHQW
RQ�D�FDVH�E\�FDVH�H[DPLQDWLRQ�FRQFHUQLQJ�WKH�XVH�RI�IRUFH�DQG�YHU\�PXFK�LQ�IDYRU�RI�WKH
W\SH�RI�SULRULWL]DWLRQ�LQKHUHQW�LQ�WKH�VWUDWHJ\�RI�VHOHFWLYH�HQJDJHPHQW��¦2I�FRXUVH�
$PHULFDQV�GR�QRW�OLNH�VHQGLQJ�WKHLU�VRQV�DQG�GDXJKWHUV�DEURDG�IRU�FRPEDW�§�/HVOLH�*HOE
SRLQWV�RXW�

%XW�WKH\�QHYHU�GLG��:KDW�FRXQWU\�GRHV"�,W�LV�UHPDUNDEOH�KRZ�UHDGLO\�
GHVSLWH�LQWHUQDO�RSSRVLWLRQ��$PHULFDQV�ZLOO�ILJKW�IRU�RWKHUV�LI�WKH�FDXVH�LV
MXVW�DQG�ULJKWO\�H[SODLQHG¤HYHQ�LQ�WKH�DEVHQFH�RI�DQ�RYHUULGLQJ�WKUHDW��������
$PHULFDQV�DUH�QRW�WXUQLQJ�LQZDUG��7KH\�DUH�ZDLWLQJ�IRU�WKHLU�3UHVLGHQW�DQG
RWKHUV�WR�FKDUW�D�FRPSHOOLQJ�LQWHUQDWLRQDO�FRXUVH��,I�$PHULFDQV�DUH�WR
VDFULILFH�ZKHQ�QRWKLQJ�VHHPV�WR�WKUHDWHQ�WKHLU�VXUYLYDO�GLUHFWO\��WKH\�ZDQW
WR�NQRZ�ZK\�DQG�KRZ��3XEOLF�RSLQLRQ�SROOV�GHPRQVWUDWH�QRW�WKH�UHWXUQ�RI

LVRODWLRQLVP��EXW�JRRG�ROG�$PHULFDQ�SUDJPDWLVP�
���

7KDW�SUDJPDWLVP�LV�HYLGHQW�LQ�D�QXPEHU�RI�ZD\V�LQ�WKH�QDWLRQDO�PLOLWDU\�VWUDWHJ\©V
H[WHQVLYH�WUHDWPHQW�RI�SHDFHWLPH�HQJDJHPHQW��7R�EHJLQ�ZLWK�WKHUH�LV�WKH
DFNQRZOHGJPHQW�WKDW�WKH�YDULHG�PLVVLRQV�LQKHUHQW�LQ�WKLV�VWUDWHJLF�FRPSRQHQW�DUH�KHUH�WR
VWD\��7KHUH�LV�DOVR�WKH�XVH�RI�WKRVH�PLVVLRQV�WR�KHOS�SURYLGH�D�UHOHYDQF\�IRU�FUHGLEOH
SHDFHWLPH�VWUHQJWK�LQ�DQ�HUD�RI�XQFHUWDLQW\��)LQDOO\��WKHUH�LV�WKH�VWULFW�SULRULWL]DWLRQ
FRQFHUQLQJ�PLVVLRQV�RQ�WKH�SHULSKHU\�LQ�NHHSLQJ�ZLWK�WKH�UHDOL]DWLRQ�WKDW�XQUHVWULFWHG
KXPDQLWDULDQ�RSHUDWLRQV�LV�QRW�RQO\�FRXQWHUSURGXFWLYH�LQ�WHUPV�RI�SXEOLF�VXSSRUW��EXW�DOVR
¦LQGXFHV�DQ�LQVLGLRXV�NLQG�RI�PXVFOH�IDWLJXH��FRQVXPLQJ�VLQHZ�LQ�ZKDW�DSSHDUV�WR�EH�D
EHQHILFLDO�H[HUFLVH�§

���
�%XW�WKDW�SUDJPDWLF�SULRULWL]DWLRQ�KDV�ZRUQ�D�ELW�WKLQ�LQ�WKH�ZDNH�RI

WKH�DQWLVHSWLF�VXFFHVV�RI�WKH�8�6��UHOLHI�RSHUDWLRQV�IRU�5XZDQGDQ�UHIXJHHV¤�DOO
UHPLQLVFHQW�DJDLQVW�WKH�EDFNJURXQG�RI�ZLGHVSUHDG�JHQRFLGH�RI�+HUPDQ�.DKQ©V�DVVHUWLRQ
WKDW�¦LW�LV�WKH�KDOOPDUN�RI�WKH�H[SHUW�SURIHVVLRQDO�WKDW�KH�GRHVQ©W�FDUH��ZKHUH�KH�LV�JRLQJ
DV�ORQJ�DV�KH�SURFHHGV�FRPSHWHQWO\�§

���
�$W�OHDVW�SDUW�RI�WKH�DQVZHU�WR�WKLV�SUREOHP�LV�WR

EHJLQ�WKH�YHU\�ORQJ�SURFHVV�RI�KHOSLQJ�WR�VKDSH�D�PRUH�HIIHFWLYH�DQG�UHVSRQVLEOH�8QLWHG
1DWLRQV��7KLV�PXVW�LQFOXGH�WKH�GHYHORSPHQW�RI�PLOLWDU\�FDSDELOLWLHV�WKDW�PRYH�EH\RQG



��

WUDGLWLRQDO�SHDFHNHHSLQJ�RSHUDWLRQV�WR�WKH�PRUH�FRPSOH[�PLOLWDU\�PLVVLRQV�DVVRFLDWHG
ZLWK�SHDFH�HQIRUFHPHQW�WKDW��LQ�-HVVLFD�0DWKHZ©V�GHVFULSWLRQ��¦DUH�VWLOO�EHLQJ�SDWFKHG

WRJHWKHU�FRORQHO�E\�ERUURZHG�FRORQHO�§
���

,Q�WKH�PHDQWLPH��WKH�8�6��PLOLWDU\�ZLOO�FRQWLQXH�WR�SODQ�IRU�XQFHUWDLQW\�LQ�WKH�EHVW
WUDGLWLRQ�RI�$GPLUDO�+RUDWLR�1HOVRQ��¦%XW�LQ�FDVH�VLJQDOV�FDQ�QHLWKHU�EH�VHHQ�RU�SHUIHFWO\
XQGHUVWRRG�§�WKH�DGPLUDO�LQVWUXFWHG�RII�&DGL]�LQ�2FWREHU�������¦QR�FDSWDLQ�FDQ�GR�YHU\
ZURQJ�LI�KH�SODFHV�KLV�VKLS�DORQJVLGH�WKDW�RI�DQ�HQHP\�§

���
�7KH�SUREOHP�WRGD\�LV�WKDW�HYHQ

WKH�HQHP\�VKLSV�DUH�QRW�\HW�FOHDUO\�YLVLEOH��OHDYLQJ�8�6��SODQQHUV�WR�IDFH�WKH�DGYHUVH
FRQIOXHQFH�RI�ERWK�7LPH©V�&\FOH�DQG�$UURZ��7LPH©V�&\FOH�EHJLQV�ZLWK�(GZDUG�*LEERQ©V
UHPLQGHU�WKDW�KLVWRU\�¦LV�LQGHHG�OLWWOH�PRUH�WKDQ�WKH�UHJLVWHU�RI�WKH�FULPHV��IROOLHV��DQG
PLVIRUWXQHV�RI�PDQNLQG�§

���
�+LVWRULFDO�H[SHULHQFH�DOVR�VXJJHVWV�WKDW�E\�WKH�WLPH�D�GLVWDQW

WKUHDW�HPHUJHV�DV�D�FOHDU�DQG�SUHVHQW�GDQJHU�WR�WKH�8QLWHG�6WDWHV��LW�ZLOO�EH�WRR�ODWH��DV�LW
ZDV�LQ������ZKHQ�WKH�,PSHULDO�-DSDQHVH�1DY\�KDG�WR�DQQRXQFH�WKDW�GDQJHU�IURP�WKH�DLU�
$W�WKH�VDPH�WLPH��WKH�RQJRLQJ�XQSUHFHGHQWHG�WHFKQRORJLFDO�UHYROXWLRQ�LQ�7LPH©V�$UURZ�LV
FUHDWLQJ�DQ�LQFUHDVLQJO\�PRUH�LQVWDQWDQHRXVO\�GDQJHURXV�ZRUOG��,Q�VXFK�DQ�HQYLURQPHQW�
FDSDELOLWLHV�SODQQLQJ�ZLOO�IRUP�WKH�EDVLV�IRU�WKUHDW�EDVHG�UHTXLUHPHQWV�SODQQLQJ�DQG
LPSOHPHQWDWLRQ�ZKHQ�LW�LV�QHHGHG�LQ�WKH�IXWXUH��2Q�WKH�RWKHU�KDQG��D�UHWXUQ�LQ�WKH�SUHVHQW
WR�WKUHDW�EDVHG�UHTXLUHPHQWV�SODQQLQJ�FDQ�OHDG�WR�D�QHZ�YHUVLRQ�RI�WKH�7HQ�<HDU�5XOH��LQ

ZKLFK�HYHQ�WKH�H[LVWHQFH�RI�1HOVRQ©V�HQHP\�VKLSV�LV�DVVXPHG�DZD\�
���

,W�LV�LQ�WKLV�FRQWH[W�WKDW�WKH�1DWLRQDO�0LOLWDU\�6WUDWHJ\�RI�WKH�8QLWHG�6WDWHV

XOWLPDWHO\�SOD\V�LWV�PRVW�LPSRUWDQW�UROH��7KH�-&6�GRFXPHQW�FOHDUO\�XQGHUVFRUHV�WKH�QHHG
IRU�D�VHOHFWLYH�DQG�IOH[LEOH�VWUDWHJ\�LQ�WKH�FDOFXODWLRQ�RI�WKH�UHODWLRQVKLS�EHWZHHQ�WKH
PHDQV��WKH�%85�IRUFH��DQG�WKH�HQGV��WKH�WKZDUWLQJ�RI�DJJUHVVLRQ�DQG�WKH�SURPRWLRQ�RI
VWDELOLW\��7KDW�HPSKDVLV�LV�GHPRQVWUDWHG�WKURXJKRXW�WKH�QDWLRQDO�PLOLWDU\�VWUDWHJ\�LQ�WKH
IRFXV�RQ�WKH�XVH�RI�DOO�HOHPHQWV�RI�QDWLRQDO�SRZHU�WR�DFKLHYH�WKH�RYHUDUFKLQJ�WZLQ
REMHFWLYHV�DQG�RQ�WKH�JUHDW�FDUH�WKDW�WKH�8QLWHG�6WDWHV�PXVW�H[HUFLVH�LQ�XVLQJ�PLOLWDU\
IRUFHV�DV�LQVWUXPHQWV�RI�QDWLRQDO�SROLF\��7KH�VWUDWHJ\�DOVR�UHIOHFWV�WKH�LWHUDWLYH�LQWHUDFWLRQ
RI�WKH�-&6�ZLWK�WKH�1&$��D�UHODWLRQVKLS�UHIOHFWHG�LQ�WKH�3UHVLGHQW©V�QDWLRQDO�VHFXULW\
VWUDWHJ\�DQG�WKH�'HIHQVH�6HFUHWDU\©V�DQQXDO�UHSRUW��(TXDOO\�LPSRUWDQW��WKH�GRFXPHQW
SURYLGHV�WKH�&KDLUPDQ�D�VLQJOH��XQFODVVLILHG�RXWOHW�WR�PDNH�KLV�FDVH�IRU�WKH�FRQWUROOHG
EXLOG�GRZQ�RI�8�6��PLOLWDU\�IRUFHV�LQ�SURWHFWLQJ�DQG�RSSRUWXQLVWLFDOO\�H[WHQGLQJ�WKH
FXUUHQW�WUDQVLWLRQ��,Q�PDNLQJ�WKDW�FDVH��WKH�QDWLRQDO�PLOLWDU\�VWUDWHJ\�DOVR�GHPRQVWUDWHV
WKDW�FDSDELOLWLHV�EDVHG�SODQQLQJ�LV�QRW�V\QRQ\PRXV�ZLWK�D�PLOLWDU\�HIIRUW�WR��FROOHFWLYHO\
IHDWKHU�LWV�RUJDQL]DWLRQDO�QHVW��1DWLRQDO�VHFXULW\�IRU�WKH�VWUDWHJLF�KHGJHKRJ�LV�WKH�XOWLPDWH
GXW\�RI�WKH�QDWLRQ�VWDWH��DQG�HYHQ�LQ�WKH�YDVW�FRPSOH[LWLHV�RI�WKH�PRGHUQ�ZRUOG��WKH
SULPDU\�UHVSRQVLELOLW\�IRU�DFKLHYLQJ�WKDW�PLVVLRQ�VWLOO�EHORQJV�WR�WKH�PLOLWDU\��,Q�WKH�HQG�
WKDW�UHPLQGHU�PD\�EH�WKH�PRVW�LPSRUWDQW�UDWLRQDOH�IRU�FRQWLQXLQJ�WR�SXEOLVK�WKH
XQFODVVLILHG�QDWLRQDO�PLOLWDU\�VWUDWHJ\�GRFXPHQW�
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(1'127(6

���7HUU\�/��'HLEHO��¦6WUDWHJLHV�%HIRUH�&RQWDLQPHQW��3DWWHUQV�IRU�WKH�)XWXUH�§
,QWHUQDWLRQDO�6HFXULW\��9RO������1R�����6SULQJ�������S������6HH�DOVR�-RKQ�/HZLV�*DGGLV�
¦&RSLQJ�:LWK�9LFWRU\�§�7KH�$WODQWLF�0RQWKO\��0D\�������S�����

���*DGGLV��S�����

���6WHSKHQ�-D\�*RXOG��7LPH©V�$UURZ��7LPH©V�&\FOH��0\WK�DQG�0HWDSKRU�LQ�WKH

'LVFRYHU\�RI�*HRORJLFDO�7LPH��&DPEULGJH��+RZDUG�8QLYHUVLW\�3UHVV��������SS��������

���0LFKDHO�+RZDUG��¦&ROG�:DU��&KLOO�3HDFH�§�:RUOG�3ROLF\�-RXUQDO��9RO��;��1R�
���:LQWHU����������S������6HH�DOVR�)UDQFLV�)XNX\DPD��¦7KH�(QG�RI�+LVWRU\�§�7KH
1DWLRQDO�,QWHUHVW��1R������6XPPHU�������SS��������WKH�VKRUW�UHVSRQVHV�WR�)XNX\DPD©V
DUWLFOH��,ELG���SS���������DQG�6DPXHO�3��+XQWLQJWRQ��¦1R�([LW��7KH�(UURUV�RI�(QGLVP�§
,ELG���SS�������

���*RXOG��S�����

���7KXF\GLGHV��+LVWRU\�RI�WKH�3HORSRQQHVLDQ�:DU��WUDQV��	�HG��5H[�:DUQHU�
+DUPRQGVZRUWK��8.��3HQJXLQ��������S�����

���$UQROG�-��7R\QEHH��&LYLOL]DWLRQ�2Q�7ULDO��1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV�
������SS�������6HH�DOVR�&ROLQ�6��*UD\��¦6WUDWHJLF�6HQVH��6WUDWHJLF�1RQVHQVH�§�7KH
1DWLRQDO�,QWHUHVW��1R������)DOO�������S�����

���+RZDUG��S�����

���&KDUOHV�.UDXWKDPPHU��¦$IWHU�WKH�%DWWOH��8QUHVW�§�7KH�:DVKLQJWRQ�3RVW�
1RYHPEHU�����������S��$�����6HH�$OVR�-RKQ�0HDUVKHLPHU��¦%DFN�WR�WKH�)XWXUH�
,QVWDELOLW\�LQ�(XURSH�$IWHU�WKH�&ROG�:DU�§�,QWHUQDWLRQDO�6HFXULW\��9RO������1R����
6XPPHU�������SS��������5REHUW�-HUYLV��¦7KH�)XWXUH�RI�:RUOG�3ROLWLFV��:LOO�,W�5HVHPEOH
WKH�3DVW"§�,QWHUQDWLRQDO�6HFXULW\��9RO������1R�����:LQWHU����������SS���������DQG�&ROLQ�6�
*UD\��¦9LOODLQV��9LFWLPV��DQG�6KHULIIV��6WUDWHJLF�6WXGLHV�DQG�6HFXULW\�IRU�DQ�,QWHUZDU
3HULRG�§�&RPSDUDWLYH�6WUDWHJ\��9RO������2FWREHU�'HFHPEHU�������S������

����)RU�H[DPSOH��1RUPDQ�$QJHOO��7KH�*UHDW�,OOXVLRQ��$�6WXG\�RI�WKH�5HODWLRQ�RI
0LOLWDU\�3RZHU�LQ�1DWLRQV�WR�7KHLU�(FRQRPLF�DQG�6RFLDO�$GYDQWDJH��1HZ�<RUN��3XWQDP�
������DQG�5REHUW�2��.HRKDQH�DQG�-RVHSK�6��1\H��3RZHU�DQG�,QWHUGHSHQGHQFH���QG�HG��
1HZ�<RUN��+DUSHU�&ROOLQV�������

����2ULJLQDO�HPSKDVLV��5REHUW�.DSODQ��¦7KH��&RPLQJ�$QDUFK\�§�7KH�$WODQWLF
0RQWKO\��9RO�������1R�����)HEUXDU\�������S�����



��

����-RKQ�0XHOOHU��5HWUHDW�)URP�'RRPVGD\��7KH�2EVROHVHQFH�RI�0DMRU�:DU��1HZ
<RUN��%DVLF�%RRNV��������S�������)RU�0XHOOHU��ZDU�LV�LQLWLDOO\�UHMHFWHG�EHFDXVH�LW�LV
LQHIIHFWLYH�RU�XQSURILWDEOH�DQG�WKHQ�ODWHU�EHFRPHV�¦XQWKLQNDEOH§�EHFDXVH�RI�FKDQJHV�LQ
PHQWDO�KDELWV�FDXVHG�E\�D�VRFLR�FXOWXUDO�UHYROXWLRQ��7KH�GHYHORSPHQW�RI�QXFOHDU�ZHDSRQV
GLG�QRW�DIIHFW�WKH�SURFHVV��6HH�DOVR�-RKQ�0XHOOHU��¦7KH�(VVHQWLDO�,UUHOHYDQFH�RI�1XFOHDU
:HDSRQV��6WDELOLW\�LQ�WKH�3RVWZDU�:RUOG�§�,QWHUQDWLRQDO�6HFXULW\��9RO������1R�����)DOO
������SS���������6HH�DOVR�&DUO�.D\VHQ��¦,V�:DU�2EVROHWH"�$�5HYLHZ�(VVD\�§
,QWHUQDWLRQDO�6HFXULW\��9RO������1R�����6SULQJ�������S������ZKR�EHOLHYHV�0XHOOHU�LV�ULJKW
IRU�WKH�ZURQJ�UHDVRQ��¦,W�LV�EHFDXVH�ZDUV�RI�WKH�NLQG�XQGHU�FRQVLGHUDWLRQ�KDYH�EHFRPH
XQSURILWDEOH��ERWK�HFRQRPLFDOO\�DQG�SROLWLFDOO\��WKDW�WKH\�KDYH�EHFRPH�XQWKLQNDEOH�§

����)RU�H[DPSOH��0DUWLQ�YDQ�&UHYHOG��7KH�7UDQVIRUPDWLRQ�RI�:DU��1HZ�<RUN�
)UHH�3UHVV��������DQG�-RKQ�$��.HHJDQ��+LVWRU\�RI�:DUIDUH��1HZ�<RUN��.QRSI�������

����-HUHP\�'��5RVQHU��¦,V�&KDRV�$PHULFD©V�5HDO�(QHP\"§�7KH�:DVKLQJWRQ�3RVW�
$XJXVW�����������S��&����6HH�DOVR�8�6��,QVWLWXWH�RI�3HDFH��¦0DQDJLQJ�&KDRV�§
3HDFH:DWFK��9RO�����1R�����)HEUXDU\������

����,VDLDK�%HUOLQ��7KH�+HGJHKRJ�DQG�WKH�)R[��$Q�(VVD\�RQ�7ROVWR\©V�9LHZ�RI
+LVWRU\��1HZ�<RUN��0HQWRU�%RRNV��������S����

����5RVQHU��S��&����6HH�DOVR�*UD\��¦9LOODLQV��9LFWLPV��DQG�6KHULIIV�§�SS�����������
DQG�����

����*UD\��¦9LOODLQV��9LFWLPV��DQG�6KHULIIV�§�SS������DQG�����

����,ELG���S������

����*DU\�:LOOV��&RQIHVVLRQV�RI�D�&RQVHUYDWLYH��1HZ�<RUN��3HQJXLQ�%RRNV��/WG��
������SS����������

����-DVSHU�5LGOH\��/RUG�3DOPHUVWRQ��/RQGRQ��&RQVWDEOH��������S�������7KH�8�6�
$UP\�:DU�&ROOHJH�XVHV�WKH�IRXU�EURDG�FDWHJRULHV�RXWOLQHG�LQ�'RQDOG�1HXFKWHUOHLQ�
$PHULFD�2YHUFRPPLWWHG��8�6��1DWLRQDO�,QWHUHVWV�LQ�WKH�����V��/H[LQJWRQ��8QLYHUVLW\
3UHVV�RI�.HQWXFN\��������ZKLFK�DGGV�ZRUOG�RUGHU�WR�WKH�WKUHH�DGGUHVVHG�KHUH��7HUU\
'HLEHO�SRLQWV�RXW��KRZHYHU��WKDW�QDWLRQDO�LQWHUHVWV�DW�WKH�KLJKHVW�VWUDWHJLF�OHYHO�GHWHUPLQH
HQGV�QRW�PHDQV�DQG�WKDW�IDYRUDEOH�ZRUOG�RUGHU�LV�D�PHDQV�QRW�DQ�HQG��'HLEHO��S�����

����+DUU\�7UXPDQ��0DUFK�����������PHVVDJH�WR�&RQJUHVV��$�'HFDGH�RI�$PHULFDQ
)RUHLJQ�3ROLF\��%DVLF�'RFXPHQWV����������6HQDWH�&RPPLWWHH�RQ�)RUHLJQ�5HODWLRQV�
:DVKLQJWRQ��'&��*RYHUQPHQW�3ULQWLQJ�2IILFH��������S��������6HH�DOVR�0HOY\Q�3��/HIIOHU�
$�3UHSRQGHUHQFH�RI�3RZHU��1DWLRQDO�6HFXULW\��7KH�7UXPDQ�$GPLQLVWUDWLRQ�DQG�WKH�&ROG
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:DU��6WDQIRUG��&$��6WDQIRUG�8QLYHUVLW\�3UHVV��������S������ZKR�GHVFULEHV�KRZ�WKH�8QLWHG
6WDWHV�LQ�WKH�DIWHUPDWK�RI�:RUOG�:DU�,,�GHILQHG�$PHULFDQ�QDWLRQDO�VHFXULW\�ZHOO�EH\RQG�
WKH�QRUPDO�JHR�VWUDWHJLF�WHUPV��¦'HIHQGLQJ�WKH�QDWLRQ©V�FRUH�YDOXHV��LWV�RUJDQL]LQJ
LGHRORJ\��DQG�LWV�IUHH�SROLWLFDO�DQG�HFRQRPLF�LQVWLWXWLRQV�ZDV�YLWDO�WR�QDWLRQDO�VHFXULW\�§

����'HLEHO��SS��������DQG����

����,ELG���SS��������

����7KH�H[FHSWLRQ�WR�WKH�FRQWLQXLW\�ZDV�:LOVRQ©V������8QGHUZRRG�WDULII��,ELG��
SS���������

����,ELG���S�����DQG�SS��������

����&KDUOHV�.UDXWKDPPHU��¦8QLYHUVDO�'RPLQLRQ�§�$PHULFD©V�3XUSRVH��1HZ
9LVLRQV�RI�8�6��)RUHLJQ�3ROLF\��HG��2ZHQ�+DUULHV��6DQ�)UDQFLVFR��,&6�3UHVV��������S����

����'LFN�&KHQH\��¦7KH�0LOLWDU\�:H�1HHG�,Q�7KH�)XWXUH�§�9LWDO�6SHHFKHV�RI�WKH
'D\��9RO������1R�����2FWREHU�����������S�����

����¦([FHUSWV�)URP�3HQWDJRQ©V�3ODQ��¨3UHYHQW�WKH�5H�(PHUJHQFH�RI�D�1HZ
5LYDO©���1HZ�<RUN�7LPHV��0DUFK����������S�����

����)RU�H[DPSOH��5REHUW�-HUYLV��¦,QWHUQDWLRQDO�3ULPDF\��,V�WKH�*DPH�:RUWK�WKH
&DQGOH"§�,QWHUQDWLRQDO�6HFXULW\��9RO������1R�����6SULQJ�������SS��������

����)RU�H[DPSOH��&KDUOHV�.UDXWKDPPHU��¦7KH�8QLSRODU�0RPHQW�§�)RUHLJQ
$IIDLUV��$PHULFD�DQG�WKH�:RUOG��9RO������1R��������������SS���������DQG�6DPXHO�3�
+XQWLQJWRQ��¦:K\�,QWHUQDWLRQDO�3ULPDF\�0DWWHUV�§�,QWHUQDWLRQDO�6HFXULW\��9RO������1R����
6SULQJ�������SS���������$�XQLSRODU�V\VWHP�LV�¦RQH�LQ�ZKLFK�D�VLQJOH�SRZHU�LV
JHRSROLWLFDOO\�SUHSRQGHUDQW�EHFDXVH�LWV�FDSDELOLWLHV�DUH�IRUPLGDEOH�HQRXJK�WR�SUHFOXGH�WKH
IRUPDWLRQ�RI�DQ�RYHUZKHOPLQJ�EDODQFLQJ�FRDOLWLRQ�DJDLQVW�LW��&KULVWRSKHU�/D\QH��¦7KH
8QLSRODU�,OOXVLRQ��:K\�1HZ�*UHDW�3RZHUV�:LOO�5LVH�§�,QWHUQDWLRQDO�6HFXULW\��9RO�����
1R�����6SULQJ�������S����

����/D\QH��¦8QLSRODU�,OOXVLRQ�§�S������6HH�DOVR�&KULVWRSKHU�/D\QH��¦$PHULFDQ
*UDQG�6WUDWHJ\�$IWHU�WKH�&ROG�:DU��3ULPDF\�RU�%OXH�:DWHU�§�$PHULFDQ�'HIHQVH�$QQXDO�
HG��&KDUOHV�)��+HUPDQQ��1HZ�<RUN��/H[LQJWRQ�%RRNV��������S������)RU�D�:KLJJLVK
RXWORRN��VHH�5REHUW�-HUYLV��¦7KH�)XWXUH�RI�:RUOG�3ROLWLFV��:LOO�LW�5HVHPEOH�WKH�3DVW"§
,QWHUQDWLRQDO�6HFXULW\��9RO������1R�����:LQWHU����������SS��������

����3DXO�.HQQHG\��7KH�5HDOLWLHV�%HKLQG�'LSORPDF\��%DFNJURXQG�,QIOXHQFHV�RQ
%ULWLVK�'RPHVWLF�3ROLF\�������������/RQGRQ��*HRUJH�$OOHQ��DQG�8QZLQ��������S�������¦$



��

VWUDWHJ\�WKDW�HTXDWHV�VHFXULW\�ZLWK�JHRSROLWLFDO�WUDQTXLOLW\�YLUWXDOO\�HYHU\ZKHUH�LV�DQ
LPSHULDO�VWUDWHJ\�§�/D\QH��¦$PHULFDQ�*UDQG�6WUDWHJ\�§�S�����

����¦0HPRUDQGXP�E\�/RUG�6DQGHUVRQ�§�%ULWLVK�'RFXPHQWV�RQ�WKH�2ULJLQV�RI�WKH
:DU�������������9RO��,,,��HGV���*��3��*RRFK�DQG�+DUROG�7HPSHUOH\��/RQGRQ��+062�
������S�������6HH�DOVR�.HQQHWK�1��:DOW]��7KHRU\�RI�,QWHUQDWLRQDO�3ROLWLFV��5HDGLQJ��0$�
$GGLVRQ�:HOVH\��������SS������DQG������DQG�/D\QH��¦8QLSRODU�,OOXVLRQ�§�SS�����DQG����

����-DFN�6Q\GHU��¦,QWURGXFWLRQ�§�'RPLQRHV�DQG��%DQGZDJRQV��6WUDWHJLF�%HOLHIV
DQG�*UHDW�3RZHU�&RPSHWLWLRQ�LQ�WKH�(XUDVLDQ�5KLQHODQG��HGV���5REHUW�-HUYLV�DQG�-DFN
6Q\GHU��1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV��������S������)RU�DQ�KLVWRULFDO�DQDO\VLV�RI�WKH
JUHDW�SRZHU�HYROXWLRQDU\�UHVSRQVH�E\�(QJODQG��$XVWULD�DQG�5XVVLD�WR�)UHQFK�XQLSRODULW\
IURP�����������DQG�WKDW�RI�*HUPDQ\�WR�%ULWLVK�XQLSRODULW\�IURP������������VHH�/D\QH�
¦8QLSRODU�,OOXVLRQ�§�SS���������6HH�DOVR�/D\QH��¦$PHULFDQ�*UDQG�6WUDWHJ\�§�S�����

����/D\QH��¦8QLSRODU�,OOXVLRQ�§�SS�����DQG����

����.UDXWKDPPHU��¦8QLYHUVDO�'RPLQLRQ�§�S�����6HH�DOVR�/D\QH��¦8QLSRODU
,OOXVLRQ�§�S������DQG�¦$PHULFDQ�*UDQG�6WUDWHJ\�§�SS��������

����2Q�WKH�FRQFHSW�RI�VWUDWHJLF�LQGHSHQGHQFH��VHH�&KULVWRSKHU�/D\QH��¦5HDOLVP
5HGX[��6WUDWHJLF�,QGHSHQGHQFH�LQ�D�0XOWLSRODU�:RUOG�§�6$,6�5HYLHZ��9RO�����1R����
6XPPHU�)DOO�������SS���������7HG�*DOHQ�&DUSHQWHU��¦$Q�,QGHSHQGHQW�&RXUVH�§
$PHULFD©V�3XUSRVH��SS���������DQG�7HG�*DOHQ�&DUSHQWHU��$�6HDUFK�IRU�(QHPLHV�
$PHULFD©V�$OOLDQFHV�$IWHU�WKH�&ROG�:DU��:DVKLQJWRQ��'&��&DWR�,QVWLWXWH�������

����/D\QH��¦$PHULFDQ�*UDQG�6WUDWHJ\�§�S�����

����+DQQV�0DXOO��¦*HUPDQ\�DQG�-DSDQ��7KH�1HZ�&LYLOLDQ�3RZHUV�§�)RUHLJQ
$IIDLUV��9RO������1R�����:LQWHU����������SS����������6HH�DOVR�<RUFKL�)XQDEDVKL��¦-DSDQ
DQG�$PHULFD��*OREDO�3DUWQHUV�§�)RUHLJQ�3ROLF\��1R������6SULQJ�������S�����

����5LFKDUG�/��.XJOHU��7KH�)XWXUH�RI�8�6��0LOLWDU\�3UHVHQFH�LQ�(XURSH��)RUFHV

DQG�5HTXLUHPHQWV�IRU�WKH�3RVW�&ROG�:DU�(UD��5��������(8&20�1$��6DQWD�0RQLFD��&$�
5DQG��������SS�����DQG�����6HH�DOVR�/D\QH��¦8QLSRODU�,OOXVLRQ�§�SS�����DQG����

����0LFKDHO�+RZDUG��¦7KH�:RUOG�$FFRUGLQJ�WR�+HQU\��)URP�0HWWHUQLFK�WR�0H�§
)RUHLJQ�$IIDLUV��9RO������1R�����0D\�-XQH�������S������

����5REHUW�-��$UW��¦$�8�6��0LOLWDU\�6WUDWHJ\�IRU�WKH�����V��5HDVVXUDQFH�:LWKRXW
'RPLQDQFH�§�6XUYLYDO��9RO������1R�����:LQWHU����������SS�������6HH�DOVR�6WHSKHQ�9DQ
(YHUD��¦:K\�(XURSH�0DWWHUV��:K\�WKH�7KLUG�:RUOG�'RHVQ©W��$PHULFDQ�*UDQG�6WUDWHJ\
DIWHU�WKH�&ROG�:DU�§�-RXUQDO�RI�6WUDWHJLF�6WXGLHV��9RO������1R�����-XQH�������SS��������



��

)RU�D�FRXQWHU�DUJXPHQW��VHH�)RRWQRWH�������/D\QH��¦8QLSRODU�,OOXVLRQ�§�S������6DPXHO
+XQWLQJWRQ��RQ�WKH�RWKHU�KDQG��DUJXHV�WKDW�DOO�WKLV�EROVWHUV�WKH�FDVH�IRU�SULPDF\��WKH�PDLQ
SXUSRVH�RI�ZKLFK�LV�QRW�YLFWRU\�LQ�ZDU��EXW�WKH�DELOLW\�WR�SURPRWH�LWV�LQWHUHVWV�DQG�VKDSH
WKH�LQWHUQDWLRQDO�DUHQD¤LQ�RWKHU�ZRUGV��WR�DFKLHYH�WKH�VWDWH©V�QDWLRQDO�REMHFWLYHV�ZLWKRXW
UHFRXUVH�WR�ZDU��+XQWLQJWRQ��¦:K\�3ULPDF\�0DWWHUV�§�S������6HH�DOVR�3DXO�.��'DYLV�
¦3URWHFWLQJ�WKH�*UHDW�7UDQVLWLRQ�§�1HZ�&KDOOHQJHV�IRU�'HIHQVH�3ODQQLQJ��5HWKLQNLQJ
+RZ�0XFK�,V�(QRXJK��HG���3DXO�.��'DYLV��6DQWD�0RQLFD��&$��5DQG��������SS����������

����5REHUW�/��%DUWOH\��¦$�:LQ�:LQ�*DPH�§�$PHULFD©V�3XUSRVH��S������)RU�D
YHUVLRQ�RI�VWUDWHJLF��LQGHSHQGHQFH�WKDW�LQFOXGHV�WKH�SURPRWLRQ�RI�YDOXHV��VHH�&DUSHQWHU�
¦$Q�,QGHSHQGHQW�&RXUVH�§�,ELG���S������)RU�WKH�SRVLWLYH�DQG�QHJDWLYH�VLGHV�RI�WKH
FRPPXQLFDWLRQ�UHYROXWLRQ��VHH�-RKQ�/HZLV�*DGGLV��7KH�8QLWHG�6WDWHV�DQG�WKH�(QG�RI�WKH
&ROG�:DU��,PSOLFDWLRQV��5HFRQVLGHUDWLRQV��3URYRFDWLRQV��1HZ�<RUN��2[IRUG�8QLYHUVLW\
3UHVV��������SS����������

����0LFKDHO�+RZDUG��¦/HVVRQV�RI�WKH�&ROG�:DU�§�6XUYLYDO��9RO������1R�����:LQWHU
���������S�������5LFKDUG�.XJOHU�DOVR�SRLQWV�RXW�WKDW�LQWHUVWDWH�ZDU�KDV�RWKHU�FDVXDO
IDFWRUV�WKDW�FDQ�RYHUFRPH�LQWHUVWDWH�LGHRORJ\��$QG�ZKLOH�GHPRFUDF\�KHOSV�HQVXUH�WKDW
GHFLVLRQV�IRU�ZDU�LQFOXGH�QRW�RQO\�JRYHUQPHQWDO�HOLWHV��EXW�SDUOLDPHQWV�DQG�WKH�JHQHUDO
SXEOLF�DV�ZHOO��WKH�SHRSOH�DQG�WKH�OHJLVODWXUHV�KDYH�D�KLVWRU\�RI�EHLQJ�DV�ZDUOLNH�DV�NLQJV
DQG�SUHVLGHQWV��LQ�PDQ\�FDVHV�PRUH�VR��¦'HPRFUDF\�LV�QR�LPSHQHWUDEOH�EDUULHU�WR�ZDUIDUH
DPRQJ�QDWLRQV�WKDW�KDWH�HDFK�RWKHU�IRU�UHDVRQV�WKDW�JR�EH\RQG�VLPLODULWLHV�RU�GLIIHUHQFHV
LQ�JRYHUQPHQWDO�VWUXFWXUHV�§�5LFKDUG�/��.XJOHU��¦1RQVWDQGDUG�&RQWLQJHQFLHV�IRU�'HIHQVH
3ODQQLQJ�§�1HZ�&KDOOHQJHV�IRU�'HIHQVH�3ODQQLQJ��S�������6HH�DOVR��LQ�SDUWLFXODU��%UXFH
0��5XVVHWW��*UDVSLQJ�WKH�'HPRFUDWLF�3HDFH��3ULQFLSOHV�IRU�D�3RVW�&ROG�:DU�:RUOG�
3ULQFHWRQ��3ULQFHWRQ�8QLYHUVLW\�3UHVV��������)RU�D�VXUYH\�RI�WKH�UHVHDUFK�IRFXVHG�RQ�ZK\
GHPRFUDFLHV�GRQ©W�ILJKW�HDFK�RWKHU��VHH�&KDUOHV�)��+HUPDQQ��¦'HPRFUDFLHV�DQG�:DU��2QH
RI�0DQ\�6HFXULW\�,VVXHV�§�$PHULFDQ�'HIHQVH�$QQXDO��SS������DQG�(QGQRWH�����,ELG���S�
�����7KH�RWKHU�K\SRWKHVLV�FRQWLQXHV�WR�EH�XVHG�E\�JRYHUQPHQWDO�OHDGHUV��2Q�$SULO���
������IRU�H[DPSOH��3UHVLGHQW�&OLQWRQ�VWDWHG�WKDW�¦>G@HPRFUDFLHV�DUH�IDU�OHVV�OLNHO\�WR�ZDJH
ZDU�RQ�RWKHU�QDWLRQV�WKDQ�GLFWDWRUVKLSV�DUH�§�(QGQRWH�����,ELG���S������

����)RU�DUJXPHQWV�IRU�WKH�DJJUHVVLYH�H[SRUWDWLRQ�RI�GHPRFUDF\��VHH�*UHJRU\�$�
)RVVHGDO��7KH�'HPRFUDWLF�,PSHUDWLYH��([SRUWLQJ�WKH�$PHULFDQ�5HYROXWLRQ��1HZ�<RUN�
%DVLF�%RRNV�������DQG�-RVKXD�0XUDYFKLN��([SRUWLQJ�'HPRFUDF\��)XOILOOLQJ�$PHULFD©V
'HVWLQ\��:DVKLQJWRQ��'&��$(,�3UHVV��������6HH�DOVR�1DWKDQ�7DUFRY��¦,I�7KLV�/RQJ�:DU
,V�2YHU�������§�$PHULFD©V�3XUSRVH��S�����DQG�+XQWLQJWRQ��¦:K\�3ULPDF\�0DWWHUV�§�S�����

����,UYLQJ�.ULVWRO��¦'HILQLQJ�2XU�1DWLRQDO�,QWHUHVW�§�$PHULFD©V�3XUSRVH��S�����

����2ULJLQDO�HPSKDVLV��,ELG���¦:KLOH�RWKHU�VWDWHV�KDG�LQWHUHVWV��WKH�8QLWHG�6WDWHV
KDG�UHVSRQVLELOLWLHV�§�*HLU�/XQGHVWDG��7KH�$PHULFDQ�(PSLUH��1HZ�<RUN��2[IRUG
8QLYHUVLW\�3UHVV��������S�����



��

����*UD\��¦6WUDWHJLF�6HQVH��6WUDWHJLF�1RQVHQVH�§�S������6HH�DOVR�0HDUVKHLPHU�
¦%DFN�WR�WKH�)XWXUH�§�)RU�D�FRXQWHU�YLHZ�LQ�WHUPV�RI�¦HFOHFWLF�5HDOLVP�§�VHH�-HUYLV��¦7KH
)XWXUH�RI�:RUOG�3ROLWLFV�§

����3DXO�%UDFNHQ��¦7KH�0LOLWDU\�$IWHU�1H[W�§�7KH�:DVKLQJWRQ�4XDUWHUO\��9RO�����
1R�����$XWXPQ�������SS����������DQG������6HH�DOVR�$OYLQ�+��%HUQVWHLQ��'LUHFWRU��3URMHFW
������:DVKLQJWRQ��'&��,QVWLWXWH�IRU�1DWLRQDO�6WUDWHJLF�6WXGLHV��1RYHPEHU����������SS�
��������DQG����

����/D\QH��¦8QLSRODU�,OOXVLRQ�§�S�����

�����5LFKDUG�%HWWV��¦6\VWHPV�IRU�3HDFH�RU�&DXVHV�RI�:DU"�&ROOHFWLYH�6HFXULW\�
$UPV�&RQWURO��DQG�WKH�1HZ�(XURSH�§�,QWHUQDWLRQDO�6HFXULW\��9RO������1R�����6XPPHU
������S������6HH�DOVR�6WHYHQ�5��0DQQ��¦&KDRV�7KHRU\�DQG�6WUDWHJLF�7KRXJKW�§
3DUDPHWHUV�9RO��;;,,��1R�����$XWXPQ�������SS��������DQG�*UD\��¦9LOODLQV��9LFWLPV��DQG
6KHULIIV�§�S������

����'LVFXVVLRQ�ZLWK�&RORQHO�:LOOLDP�)ODYLQ��86$:&��6HH�DOVR�*UD\��¦9LOODLQV�
9LFWLPV��DQG�6KHULIIV�§�S�������¦$�GHPRFUDWLF�SROLW\�OLNH�WKH�8QLWHG�6WDWHV�ZKRVH
SROLWLFLDQV�WHQG�WR�EH�OHJDOO\�WUDLQHG�DQG�ZKRVH�GRPLQDQW�LGHDV�RQ�WKH�SUDFWLFH�RI
VWDWHFUDIW�DUH�GULYHQ�E\�SODWRRQV�RI�OLEHUDO�PLQGHG��UHDVRQDEOH�VFKRODUV��PD\�EH
IXQFWLRQDOO\�GLVDEOHG�LQ�LWV�DELOLW\�WR�GHDO�HIIHFWLYHO\�LQ�D�WLPHO\�IDVKLRQ�ZLWK�WUXH
WKXJJHU\�§�,ELG���S�������)RU�WKH�FODVVLF�WUHDWPHQWV�RQ�WKLV�VXEMHFW��VHH�*DEULHO�$�
$OPRQG��7KH�$PHULFDQ�3HRSOH�DQG�)RUHLJQ�3ROLF\��1HZ�<RUN��+DUFRXUW�%UDFH�������
DQG�-RKQ�:��6SDQLHU�DQG�(ULF�0��8VODQHU��+RZ�$PHULFDQ�)RUHLJQ�3ROLF\�,V�0DGH��1HZ
<RUN��3UDHJHU�������

����%ULDQ�%RQG��%ULWLVK�0LOLWDU\�3ROLF\�%HWZHHQ�WKH�7ZR�:RUOG�:DUV��2[IRUG�
&ODUHQGRQ�3UHVV��������S�����

����,Q�WKHLU�DQQXDO�UHYLHZ�IRU������DQG�UHSHDWHG�LQ�������WKH�%ULWLVK�&KLHIV�RI
6WDII�UHSRUWHG��¦:H�ZLVK�WR�SODFH�RQ�UHFRUG�RXU�YLHZ�WKDW�IRUFHV�DYDLODEOH�IRU�,PSHULDO
'HIHQFH�DUH�QRZ�UHGXFHG�WR�D�PLQLPXP�DQG�DUH�KDUGO\�FDSDEOH�RI�GHDOLQJ�ZLWK�WKH
SUREOHPV�WKDW�DUH�OLDEOH�WR�DULVH�HLWKHU�VLQJO\�RU�VLPXOWDQHRXVO\�§�&RUUHOOL�%DUQHWW��7KH
&ROODSVH�RI�%ULWLVK�3RZHU��1HZ�<RUN��:LOOLDP�0RUURZ�	�&RPSDQ\��,QF���������S������
,Q�WKHLU�DQQXDO�UHYLHZ�IRU�������ZKLFK�FDXVHG�WKH�JRYHUQPHQW�WR�HQG�WKH�7HQ�<HDU�5XOH�
WKH�&KLHIV�VWDWHG�WKDW�WKH�5XOH�KDG�FDXVHG�D�¦WHUULEOH�GHILFLHQF\�LQ�HVVHQWLDO�UHTXLUHPHQWV
IRU�DOO�WKUHH�'HIHQFH�6HUYLFHV�DQG�D�FRQVHTXHQWLDO�LQDELOLW\�WR�IXOILO�RXU�PDMRU
FRPPLWPHQWV�§�,ELG���S�������7KH�7HQ�<HDU�5XOH�DQG�WKH�UHFRPPHQGDWLRQV�RI�WKH�*HGGHV
5HSRUW�RU�*HGGHV�$[H�DV�LW�ZDV�NQRZQ�ZHUH�HQWLUHO\�LQ�NHHSLQJ�ZLWK�WKH�VWURQJ�SXEOLF
IDLWK�LQ�WKH�/HDJXH�&RYHQDQW©V�VXEVWLWXWLRQ�RI�FROOHFWLYH�VHFXULW\�IRU�QDWLRQDO�¦VZRUGV�§
%RQG��S������6HH�DOVR�5LFKDUG�0��6ZDLQ��¦7KH�)XWXUH�RI�:DU�§�/HWWHU�WR�(GLWRU��7KH



��

1DWLRQDO�,QWHUHVW��1R������:LQWHU����������S�������ZKR�SRLQWV�RXW�WKDW�WKH�DGRSWLRQ�RI�WKH
7HQ�<HDU�5XOH�LQ������ZDV�¦D�YDOLG�SROLF\�FKRLFH�§

����*UHJ�5XVVHOO��¦+DQV�-��0RUJHQWKDX�DQG�WKH�1DWLRQDO�,QWHUHVW�§�6RFLHW\��9RO�
����1R�����-DQXDU\�)HEUXDU\�������S�����

����:RUOG�RUGHU�LV�DOVR�XVHG�DV�D�FDWHJRU\��6HH�(QGQRWH������)RU�WKH�LQWHQVLW\�RI
LQWHUHVWV��VHH�5REHUW�'��%ODFNZLOO��¦$�7D[RQRP\�IRU�'HILQLQJ�8�6��1DWLRQDO�6HFXULW\
,QWHUHVWV�LQ�WKH�����V�DQG�%H\RQG�§�(XURSH�LQ�*OREDO�&KDQJH��6WUDWHJLHV�DQG�2SWLRQV�IRU
(XURSH��HGV���:HUQHU�:HLGHQIHOG�DQG�-RVHI�-DQQLQJ��*XHWHUVORK��%HUWHOVPDQQ
)RXQGDWLRQ�3XEOLVKHUV�������

����-RKQ�/HZLV�*DGGLV��6WUDWHJLHV�RI��&RQWDLQPHQW��$�&ULWLFDO�$SSUDLVDO�RI
3RVWZDU�$PHULFDQ�1DWLRQDO�6HFXULW\�3ROLF\��1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV�������
SS��������

����)OR\G�*DUGQHU��¦7UXPDQ�(UD�)RUHLJQ�3ROLF\��5HFHQW�+LVWRULFDO�7UHQGV�§�7KH
7UXPDQ�3HULRG�DV�D�5HVHDUFK�)LHOG��$�5HDSSUDLVDO��������HG���5LFKDUG�.LUNHQGDOO�
&ROXPELD��8QLYHUVLW\�RI�0LVVRXUL�3UHVV��������S������6HH�DOVR�5REHUW�-HUYLV��¦'RPLQR
%HOLHIV�DQG�6WUDWHJLF�%HKDYLRU�§�'RPLQRHV�DQG�%DQGZDJRQV��SS��������DQG�6Q\GHU�
¦,QWURGXFWLRQ�§�,ELG���S�����

����,Q�������DQ�DGYLVHU�WR�6SDLQ�UHSRUWHG�

7KH�ILUVW�DQG�JUHDWHVW�GDQJHUV�DUH�WKRVH�WKDW�WKUHDWHQ�/RPEDUG\��WKH
1HWKHUODQGV�DQG�*HUPDQ\��$�GHIHDW�LQ�DQ\�RI�WKHVH�WKUHH�LV�IDWDO�IRU�WKLV
0RQDUFK\��VR�PXFK�VR�WKDW�LI�WKH�GHIHDW�LQ�WKRVH�SDUWV�LV�D�JUHDW�RQH��WKH
UHVW�RI�WKH�PRQDUFK\�ZLOO�FROODSVH��IRU�*HUPDQ\�ZLOO�EH�IROORZHG�E\�,WDO\
DQG�WKH�1HWKHUODQGV��DQG�WKH�1HWKHUODQGV�ZLOO�EH�IROORZHG�E\�$PHULFD�
DQG�/RPEDUG\�ZLOO�EH�IROORZHG�E\�1DSOHV�DQG�6LFLO\��ZLWKRXW�WKH
SRVVLELOLW\�RI�EHLQJ�DEOH�WR�GHIHQG�HLWKHU�

3DXO�.HQQHG\��7KH�5LVH�DQG�)DOO�RI�WKH�*UHDW�3RZHUV��1HZ�<RUN��5DQGRP�+RXVH�������
S������6HH�DOVR�5REHUW�*LOSLQ��:DU�DQG�&KDQJH�LQ�:RUOG�3ROLWLFV��1HZ�<RUN��&DPEULGJH
8QLYHUVLW\�3UHVV��������7KH�)DVKRGD�FULVLV�RQ�WKH�8SSHU�1LOH�FDPH�DERXW�EHFDXVH�/RUG
6DOLVEXU\�EHOLHYHG�WKDW�)UDQFH�PLJKW�VRPH�GD\�EXLOG�D�GDP�DW�WKH�KHDGZDWHUV�RI�WKH�1LOH�
7KLV�ZRXOG�FXW�RII�(J\SW©V�ZDWHU�VXSSO\�ZKLFK�ZRXOG�WKHQ�OHDG�WR�D�UHYROXWLRQDU\
XSKHDYDO�LQ�&DLUR�WKDW�ZRXOG�QRW�RQO\�WKUHDWHQ�%ULWLVK�FRQWURO�RI�WKH�6XH]�&DQDO��EXW�DOVR
VHYHU�VHD�ODQHV�RI�FRPPXQLFDWLRQV�WR�,QGLD��SUHFLSLWDWLQJ�WKHUH�HLWKHU�D�UHYROW�RU�RXWVLGH
LQWHUIHUHQFH¤DOO�RI�ZKLFK�ZRXOG�GHVWUR\�%ULWDLQ©V�LPSHULDO�HFRQRP\��7KH�)UHQFK�PRYH�WR
)DVKRGD�ZDV�FDXVHG�E\�D�VLPLODU�SHUFHSWLRQ�RI�FDVFDGLQJ�GRPLQRHV��6HH�DOVR�6Q\GHU�
¦,QWURGXFWLRQ�§�SS���������DQG�����-HUYLV��¦'RPLQR�%HOLHIV�DQG�6WUDWHJLF�%HKDYLRU�§�S�����
DQG�6Q\GHU��¦&RQFOXVLRQ�§�'RPLQRHV�DQG�%DQGZDJRQV��S������



��

����-RQDWKDQ�8WOH\��*RLQJ�WR�:DU�:LWK�-DSDQ�������������.QR[YLOOH��8QLYHUVLW\
RI�7HQQHVVHH�3UHVV��������S����

����)RU�ERWK�TXRWHV��VHH�-HUYLV��¦'RPLQR�%HOLHIV�DQG�6WUDWHJLF�%HKDYLRU�§�SS�����
���

����7KXF\GLGHV��S�����

����*DGGLV��6WUDWHJLHV�RI�&RQWDLQPHQW��SS��������DQG�*OHQ�6Q\GHU��'HWHUUHQFH
DQG�'HIHQVH��3ULQFHWRQ��3ULQFHWRQ�8QLYHUVLW\�3UHVV��������S�����

����$UWKXU�6FKOHVLQJHU��-U���5REHUW�.HQQHG\�DQG�+LV�7LPHV��%RVWRQ��+RXJKWRQ
0LIIOLQ��������S������

����-RKQ�/HZLV�*DGGLV��¦&RQWDLQPHQW�DQG�WKH�/RJLF�RI�6WUDWHJ\�§�7KH�1DWLRQDO
,QWHUHVW��1R������:LQWHU������������SS���������DQG�6WUDWHJLHV�RI�&RQWDLQPHQW�
SDUWLFXODUO\�SS����������

����)RU�H[DPSOH��6HFUHWDU\�RI�'HIHQVH�:HLQEHUJHU�RQFH�SRLQWHG�RXW��¦,Q�HYHU\
FRUQHU�RI�WKH�JOREH��$PHULFD©V�YLWDO�LQWHUHVWV�DUH�WKUHDWHQHG�E\�DQ�HYHU�JURZLQJ��6RYLHW
PLOLWDU\�WKUHDW�§�5REHUW�/��5RWKVWHQ��$OOLDQFHV�DQG�6PDOO�3RZHUV��1HZ�<RUN��&ROXPELD
8QLYHUVLW\�3UHVV��������S������6HH�DOVR�-HUYLV��¦'RPLQR�%HOLHIV�DQG�6WUDWHJLF�%HKDYLRU�§
S������6HH�DOVR�6WHYHQ�5��'DYLG��¦:K\�WKH�7KLUG�:RUOG�6WLOO�0DWWHUV�§�,QWHUQDWLRQDO
6HFXULW\��9RO������1R�����:LQWHU����������SS�����������LQ�ZKLFK�WKH�DUJXPHQWV�DUH
FRXFKHG�DOPRVW�HQWLUHO\�LQ�WHUPV�RI�WKH�WKUHDW��SDUWLFXODUO\�WKRVH�FRQFHUQHG�ZLWK�3HUVLDQ
*XOI�LQVWDELOLW\�DQG�ZHDSRQV�RI�PDVV�GHVWUXFWLRQ�SUROLIHUDWLRQ�

����+HUEHUW�3DUPHW��-).��7KH�3UHVLGHQF\�RI�-RKQ�)��.HQQHG\��1HZ�<RUN��'LDO
3UHVV��������S�������6HH�DOVR�'RXJODV�-��0DF'RQDOG��¦7KH�7UXPDQ�$GPLQLVWUDWLRQ�DQG
*OREDO�5HVSRQVLELOLWLHV��7KH�%LUWK�RI�WKH�)DOOLQJ�'RPLQR�3ULQFLSOH�§�'RPLQRHV�DQG
%DQGZDJRQV��S������DQG�-HUYLV��,ELG���S�����

����2ULJLQDO�HPSKDVLV��7KRPDV�6FKHOOLQJ��$UPV�DQG�,QIOXHQFH��1HZ�+DYHQ��<DOH
8QLYHUVLW\�3UHVV��������S�������7R�WKH�H[WHQW�WKDW�D�VWDWH�H[SHFWV�D�GRPLQR�HIIHFW��LW�FHGHV
SRZHU�WR�ORFDO�DOOLHV��$Q\�WKUHDW�E\�WKH�PDMRU�SRZHU�WR�DEDQGRQ�WKHVH�DOOLHV�ZLOO�ODFN
FUHGLELOLW\�LI�WKH�FOLHQW�VWDWHV�EHOLHYH�WKDW�WKH�SDWURQ�SHUFHLYHV�D�ORFDO�GHIHDW�DV�D�EORZ�WR
LWV�FUHGLELOLW\�DQG�WKXV�WR�LWV�YLWDO�LQWHUHVW��-HUYLV��¦'RPLQR�%HOLHIV�DQG�6WUDWHJLF
%HKDYLRU�§�S�����

����,UYLQJ�.ULVWRO�LOOXVWUDWHV�KRZ�KDUG�WKLV�LV�WR�DYRLG�LQ�WKH�SRVW�&ROG�:DU�HUD�

,W�LV�YHU\�GLIILFXOW�IRU�D�JUHDW�SRZHU¤D�ZRUOG�SRZHU¤WR�DUWLFXODWH�D�IRUHLJQ



��

SROLF\�LQ�WKH�DEVHQFH�RI�DQ�HQHP\�ZRUWK\�RI�WKH�QDPH��,W�LV��DIWHU�DOO��RQH©V
HQHPLHV�WKDW�KHOS�GHILQH�RQH©V�¨QDWLRQDO�LQWHUHVW�©�LQ�ZKDWHYHU�IRUP�WKDW
GHILQLWLRQ�PLJKW�WDNH��:LWKRXW�VXFK�HQHPLHV��RQH�IORXQGHUV�DPLGVW�D
SOHQLWXGH�RI�RWKHU�WULYLDO��RU�DW�OHDVW�PDUJLQDO�RSWLRQV�

.ULVWRO��S������6HH�DOVR�%ODFNZLOO��SS����������

����%ODFNZLOO��S������

����7HOIRUG�7D\ORU��0XQLFK��*DUGHQ�&LW\��1<��'RXEOHGD\��������S������

����4XRWH�LV�IURP�¦7KH�,PSHULDOLVW�§�(��+��&DUVRQ��LQ�%ULDQ�%RQG��%ULWLVK�0LOLWDU\

3ROLF\�%HWZHHQ�WKH�7ZR�:RUOG�:DUV��2[IRUG��&ODUHQGRQ�3UHVV��������S�����

����*HRUJH�6KXOW]��VWDWHPHQW�EHIRUH�WKH�6HQDWH�)RUHLJQ�5HODWLRQV�&RPPLWWHH�
-DQXDU\�����������¦7KH�)XWXUH�RI�$PHULFDQ�)RUHLJQ�3ROLF\��1HZ�5HDOLWLHV�DQG�1HZ
:D\V�RI�7KLQNLQJ�§�'HSDUWPHQW�RI�6WDWH�%XOOHWLQ��S������6HH�DOVR�0DF'RQDOG��S������

����6WDQOH\�5��6ORDQ��7KH�8QLWHG�6WDWHV�DQG�WKH�8VH�RI�)RUFH�LQ�WKH�3RVW�&ROG
:DU�:RUOG��7RZDUG�6HOI�'HWHUUHQFH��:DVKLQJWRQ��'&��&RQJUHVVLRQDO�5HVHDUFK�6HUYLFH
5HSRUW����������-XO\�����������S������)RU�D�VLPLODU�YLHZ��VHH�0LFKDHO�2��'HVFK��¦%DVHV
IRU�WKH�)XWXUH��8�6��0LOLWDU\�,QWHUHVWV�LQ�WKH�3RVW�&ROG�:DU�7KLUG�:RUOG�§�6HFXULW\
6WXGLHV��9RO�����1R�����:LQWHU�������SS�����������)RU�D�FULWLTXH�RI�WKH�$PHULFDQ
SUHRFFXSDWLRQ�ZLWK�JOREDO�VWDELOLW\��VHH�%HQMDPLQ�&��6FKZDU]��¦5LJKWV�DQG�)RUHLJQ
3ROLF\��0RUDOLW\�LV�1R�0DQWUD�§�7KH�1HZ�<RUN��7LPHV��1RYHPEHU�����������S��$���

����6HH�7HG�+RSI��¦6RYLHW�,QIHUHQFHV�IURP�7KHLU�9LFWRULHV�LQ�WKH�3HULSKHU\�
9LVLRQV�RI�5HVLVWDQFH�RU�&XOPLQDWLQJ�*DLQV�§�'RPLQRHV�DQG�%DQGZDJRQV��S�������ZKR
FRQFOXGHV�IURP�KLV�VWXGLHV�RI�WKH�6RYLHW�SHUFHSWLRQV�RI�WKHLU�YLFWRULHV�LQ�9LHWQDP��$QJROD
DQG�(WKLRSLD�WKDW�¦WKHUH�LV�OLWWOH�RU�QR�KLVWRULFDO�HYLGHQFH�WKDW��LQ�IDFW��VWDWHVPHQ�LQIHU�DQ
RSSRQHQW©V�JHQHUDO�LUUHVROXWHQHVV�DQG�ZHDNQHVV�IURP�HQFRXQWHUV�LQ�WKH�SHULSKHU\�§
0RUHRYHU��FUHGLELOLW\�LQ�WHUPV�RI�UHVROYH�ZDV�QRW��ZLWK�WKH�H[FHSWLRQ�RI�+LWOHU��D�NH\
IDFWRU�KLVWRULFDOO\�SULRU�WR�WKH�&ROG�:DU��*OHQ�6Q\GHU�DQG�3DXO�'LHVLQJ��&RQIOLFW�$PRQJ
1DWLRQV��3ULQFHWRQ��3ULQFHWRQ�8QLYHUVLW\�3UHVV��������S�������,Q�DQ\�HYHQW��SV\FKRORJLFDO
VWXGLHV�LQGLFDWH�WKDW�QDWLRQDO�OHDGHUV�UDUHO\�OHDUQ�OHVVRQV�YLFDULRXVO\�IURP�RWKHU�FRXQWULHV�
5REHUW�-HUYLV��3HUFHSWLRQV�DQG�0LVSHUFHSWLRQV�LQ�,QWHUQDWLRQDO�3ROLWLFV��3ULQFHWRQ�
3ULQFHWRQ�8QLYHUVLW\�3UHVV��������SS����������

����)RU�HDUOLHU�SHUFHSWLRQV�RI�WKH�SHULSKHU\�FRXFKHG�SULPDULO\�LQ�WHUPV�RI�8�6�
QDWLRQDO�VHFXULW\��VHH�6WHSKHQ�:DOW��¦7KH�&DVH�IRU�)LQLWH�&RQWDLQPHQW��$QDO\]LQJ�8�6�
*UDQG�6WUDWHJ\�§�6WHYHQ�'DYLG��¦:K\�WKH�7KLUG�:RUOG�0DWWHUV�§�DQG�0LFKDHO�'HVFK�
¦7KH�.H\V�7KDW�/RFN�8S�WKH�:RUOG��,GHQWLI\LQJ�$PHULFDQ�,QWHUHVWV�LQ�WKH�3HULSKHU\�§¤DOO
LQ�,QWHUQDWLRQDO�6HFXULW\��9RO������1R�����6XPPHU������



��

����.ULVWRO��S������6HH�DOVR�%ODFNZLOO��SS����������

����-RVHI�-RIIH��¦(QWDQJOHG�)RUHYHU�§�$PHULFD©V�3XUSRVH��S������

����$WWHPSWV�DW�JHRSROLWLFDO�UDWLRQDOL]DWLRQ�IRU�8�6��LQYROYHPHQW�LQ�WKH�%DONDQV
KDV�VWUHWFKHG�WKH�FRQQHFWLYLW\�OLQN�XQWLO�WKDW�LQYROYHPHQW�LV�QR�ORQJHU�DFFHSWDEOH��¦7KRVH
ZKR�SUHVHQWO\�FRXQVHO�WKH�:HVW�WR�JR�WR�ZDU�ZLWK�6HUELD�RYHU�%RVQLD�IUHTXHQWO\�VHQG�WKH
GRPLQRHV�WRSSOLQJ�IURP�%RVQLD��WR�.RVRYR��WR�0DFHGRQLD��WR�$OEDQLD�DQG�%XOJDULD��WR
FRQIOLFW�EHWZHHQ�*UHHFH�DQG�7XUNH\��WR�D�FRS\�FDW�HIIHFW�E\�GR]HQV�RI�RWKHU�SHWW\�W\UDQWV
DURXQG�WKH�ZRUOG�§�%ODFNZLOO��S������

����0DF'RQDOG��S�������6HH�DOVR�-DFN�'RQQHO\��¦+XPDQ�5LJKWV�DQG�)RUHLJQ
3ROLF\�§�:RUOG�3ROLWLFV��-XO\�������SS����������DQG�6DPXHO�3��+XQWLQJWRQ��¦+XPDQ
5LJKWV�DQG�$PHULFDQ�3RZHU�§�&RPPHQWDU\��6HSWHPEHU�������SS���������6HH�DOVR�5XVVHOO�
S������ZKR�FRQFOXGHV�WKDW�

WKH�PRUH�ZH�LQGXOJH�LQ�DQ�XQFULWLFDO�UHYHUHQFH�IRU�WKH�VXSSRVHG�ZLVGRP�RI
RXU�$PHULFDQ�ZD\�RI�OLIH��WKH�PRUH�RGLRXV�ZH�PDNH�LW�LQ�WKH�H\HV�RI�WKH
ZRUOG��DQG�WKH�PRUH�ZH�GHVWUR\�RXU�PRUDO�DXWKRULW\��ZLWKRXW�ZKLFK�RXU
HFRQRPLF�DQG�PLOLWDU\�SRZHU�ZLOO�EHFRPH�LPSRWHQW��7KHUH�LV�VRPHWKLQJ
XQKHDOWK\�LQ�D�FUDYLQJ�IRU�LGHRORJLFDO�LQWR[LFDWLRQ�DQG�LQ�WKH�DELOLW\�WR�DFW
DQG�WR�VHH�PHULW�LQ�DFWLRQ�H[FHSW�XQGHU�WKH�VWLPXODQW�RI�JUDQGLRVH�LGHDV
DQG�IDU�IHWFKHG�VFKHPHV��+DYH�RXU�LQWHOOHFWXDOV�EHFRPH�OLNH�+DPOHW��WRR
PXFK�EHVHW�E\�GRXEW�WR�DFW�DQG��XQOLNH�+DPOHW��FRPSHOOHG�WR�VWLOO�WKHLU
GRXEWV�E\�UHQRXQFLQJ�WKHLU�VHQVH�RI�ZKDW�LV�UHDO"�7KH�FKDOOHQJH�WRGD\�LV�WR
GHILQH�WKH�QDWLRQDO��LQWHUHVW�DV�D�JXLGH�IRU�ERWK�XQGHUVWDQGLQJ�DQG�DFWLRQ�

����2ULJLQDO�HPSKDVLV��:LOOLDP�-��3HUU\��¦7KH�5XOHV�RI�(QJDJHPHQW�§�6SHHFK�DW
WKH�)RUWXQH�����)RUXP��3KLODGHOSKLD��3$��1RYHPEHU����������S�����,ELG���&DUSHQWHU��¦$Q
,QGHSHQGHQW�&RXUVH�§�SS�����DQG����

����0DFGRQDOG��S�������5LFKDUG�1��+DDV��¦3DUDGLJP�/RVW�§�)RUHLJQ�$IIDLUV��9RO�
����1R�����-DQXDU\�)HEUXDU\�������S������6Q\GHU��S������DQG�3DXO�.HQQHG\��6WUDWHJ\�DQG
'LSORPDF\�������������/RQGRQ��)RQWDQD��������&KDSWHU���

����0DGHOHLQH�$OEULJKW��¦7KH�0\WKV�$ERXW�81�3HDFHNHHSLQJ�§�-XQH����������
6WDWHPHQW�WR�WKH�+RXVH�)RUHLJQ�$IIDLUV�6XEFRPPLWWHH�RQ�,QWHUQDWLRQDO�6HFXULW\�
,QWHUQDWLRQDO�2UJDQL]DWLRQV�DQG�+XPDQ�5LJKWV��)RUHLJQ�3ROLF\�%XOOHWLQ�
6HSWHPEHU�2FWREHU�����SS���������6ORDQ��S������DQG�0DUN�0��/RZHQWKDO��3HDFHNHHSLQJ�LQ
)XWXUH�8�6��)RUHLJQ�3ROLF\��:DVKLQJWRQ��&RQJUHVVLRQDO�5HVHDUFK�6HUYLFH�5HSRUW����
������0D\�����������S������2QH�RI�WKH�RWKHU�SHUQLFLRXV�HIIHFWV�RI�'HVHUW�6WRUP��DV�RQH
DQDO\VW�KDV�SRLQWHG�RXW��ZDV�WKDW�LW�¦WDXJKW�WKH�$PHULFDQ�SHRSOH��ZURQJO\��WKDW�YLWDO



��

LQWHUHVWV�FRXOG�EH�GHIHQGHG�ZLWK�D�KDQGIXO�RI�FDVXDOWLHV�LQ�D�YLGHR�JDPH�ZDU���'DYLG
&RPSHUW��§+RZ�WR�'HIHDW�6HUELD���)RUHLJQ�$IIDLUV��9RO������1R�����-XO\�$XJXVW�������S�
���

����6ORDQ��S������)RU�WKH�HYROXWLRQ�IURP�3''����LQ�0D\������WR�3''����D�\HDU
ODWHU��VHH�/RZHQWKDO��6HH�DOVR�+DUU\�6XPPHUV��¦:HLQEHUJHU�'RFWULQH�LV�UHYLVLWHG�E\
&OLQWRQ�§�$UP\�7LPHV��$XJXVW�����������S������6HH�DOVR�7KH�&OLQWRQ�$GPLQLVWUDWLRQ©V
3ROLF\�RQ�5HIRUPLQJ�0XOWLODWHUDO�3HDFH�2SHUDWLRQV��:DVKLQJWRQ��'&��*32��0D\������

����3DXO�/HZLV��¦81�2IILFLDO�5HSURYHV�8�6��2YHU�3ODQ�WR�3XOO�2XW�RI�6RPDOLD�§
1HZ�<RUN�7LPHV��-DQXDU\�����������6HFWLRQ����S�����

����2ULJLQDO�HPSKDVLV��&DUO�YRQ�&ODXVHZLW]��2Q�:DU��HG��DQG�WUDQV���0LFKDHO
+RZDUG�DQG�3HWHU�3DUHW��3ULQFHWRQ��3ULQFHWRQ�8QLYHUVLW\�3UHVV��������S�����

����)RU�D�ODPHQW�RI�WKLV�VWDWH�RI�DIIDLUV��VHH�(GZDUG�1��/XWWZDN��¦7ZLOLJKW�RI�WKH
*UHDW�3RZHUV��:K\�:H�1R�/RQJHU�:LOO�'LH�IRU�D�&DXVH�§�:DVKLQJWRQ�3RVW��-XQH����
������SS��&��&���6HH�DOVR�*HUDOG�)��2��/LQGHUPDQ��¦:K\�:H�)LJKW��:KDW�:DUV�&DQ�'R
)RU�8V�§�:DVKLQJWRQ�3RVW��0DUFK����������S��&���ZKR�EHOLHYHV�WKDW�$PHULFDQ�VRFLHW\
ODFNV�D�VHQVH�RI�ZDU©V�UHDOLWLHV��1HDU�/HQQLQJUDG��KH�SRLQWV�RXW�DV�DQ�H[DPSOH��WKHUH�LV�D
VLQJOH�FHPHWHU\�WKDW�KDV�RYHU���������:RUOG�:DU�,,�GHDG��WZLFH�WKH�QXPEHU�RI�$PHULFDQV
ORVW�LQ�WKH�HQWLUH�ZDU��)RU�DQ�HIIHFWLYH�FRXQWHU�WR�WKH�ODPHQW��VHH�+DUU\�6XPPHUV��¦*UHDW
3RZHU�(QY\��1RWKLQJ�WR�EH�MHDORXV�RI�§�$UP\�7LPHV��-XO\�����������S�����

����-XOLD�3UHVWRQ��¦%OXH�+DW�%OXHV��:KHUH�&XWWLQJ�81�)RUFHV�&RXOG�+XUW�7KH
3HDFH�§�:DVKLQJWRQ�3RVW��)HEUXDU\�����������S��&���7KH�+RXVH�QDWLRQDO�VHFXULW\�ELOO
LQFOXGHV�QHZ�UHVWULFWLRQV�RQ�DOORZLQJ�8�6��WURRSV�WR�RSHUDWH�XQGHU�81�PLOLWDU\�FRPPDQG
DQG�UHTXLUHV�WKH�3UHVLGHQW�WR�FRQVXOW�ZLWK�&RQJUHVV�EHIRUH�VHQGLQJ�8�6��IRUFHV�RQ�81
SHDFH��RSHUDWLRQV��%RWK�SURYLVLRQV��KRZHYHU��DOORZ�ZDLYHU�RI�WKH�UHVWULFWLRQV�E\�WKH
3UHVLGHQW�LI�KH�FHUWLILHV�WKH�DFWLRQV�DUH�LQ�WKH�LQWHUHVW�RI�QDWLRQDO�VHFXULW\�

����+DDV��SS���������6ORDQ��S�����:LOOLDP�-��'XUFK��¦$PHULFD©V�81�6WDNH�§
:DVKLQJWRQ�3RVW��)HEUXDU\�����������S��$����%ULDQ�8UTXKDUW��������¦3HDFHNHHSLQJ�6DYHV
/LYHV�§�,ELG���)HEUXDU\�����������S��$����¦1DWLRQDO�6WUDWHJ\�0DNHRYHU�§�,ELG���)HEUXDU\
����������S��$���

����7KRPDV�'RQQHOO\��¦1R�(QG�RI�D�/HVVRQ�§�7KH�1DWLRQDO�,QWHUHVW��1R������)DOO
������S�������6HH�DOVR�+DUROG�5��:LQWRQ��7R�&KDQJH�DQ�$UP\��*HQHUDO�6LU�-RKQ
%XUQHWW¤6WXDUW�DQG�%ULWLVK�$UPRUHG�'RFWULQH�������������/DZUHQFH��8QLYHUVLW\�RI
.DQVDV�������

����&DUO�%XLOGHU��¦1RQ�WUDGLWLRQDO�0LOLWDU\�0LVVLRQV�§������$PHULFDQ�'HIHQVH
$QQXDO��S������



��

����$��-��%DFHYLFK��¦3UHVHUYLQJ�WKH�:HOO�%UHG�+RUVH�§�7KH�1DWLRQDO�,QWHUHVW��1R�
����)DOO�������S�����

����,ELG���S������6HH�DOVR�$��-��%DFHYLFK��¦7KH�8VH�RI�)RUFH�,Q�2XU�7LPH�§�:LOVRQ

4XDUWHUO\��9RO������1R�����:LQWHU�������S������DQG�5REHUW�/��%RURVDJH��¦,QYHQWLQJ�WKH
7KUHDW��&OLQWRQ©V�'HIHQVH�%XGJHW�§�:RUOG�3ROLF\�-RXUQDO��9RO������:LQWHU�������S�����

����5REHUW�:��.RPHU��¦)XWXUH�RI�8�6��&RQYHQWLRQDO�)RUFHV��$�&RDOLWLRQ
$SSURDFK�§�5HWKLQNLQJ�'HIHQVHV�DQG�&RQYHQWLRQDO�)RUFHV��-RKQ�*OHQ��%DUU\�(��&DUWHU�
5REHUW�:��.RPHU��:DVKLQJWRQ��'&��&HQWHU�IRU�1DWLRQDO�3ROLF\��������S������/RUG
3DOPHUVWRQ�GHVFULEHG�RQH�DVSHFW�RI�WKH�IDOODF\�ZKHQ�KH�QRWHG�WKDW�

DQ\�QDWLRQ�ZKLFK�ZHUH�WR�DFW�XSRQ�WKH�SULQFLSOH�RI�\LHOGLQJ�WR�HYHU\
GHPDQG�PDGH�XSRQ�LW��LI�HDFK�VHSDUDWH�GHPDQG�FRXOG�EH�VKRZQ�QRW�WR
LQYROYH�GLUHFWO\�DQG�LPPHGLDWHO\�D�YLWDO�LQWHUHVW��ZRXOG�DW�QR�GLVWDQW
SHULRG�ILQG�LWVHOI�SURJUHVVLYHO\�VWULSSHG�RI�WKH�PHDQV�RI�GHIHQGLQJ�LWV�YLWDO
LQWHUHVWV��ZKHQ�WKRVH�LQWHUHVWV�FDPH�DW�ODVW�WR�EH�DWWDFNHG�

5RJHU�%XOOHQ��3DOPHUVWRQ��*XL]RW�DQG�WKH�&ROODSVH�RI�WKH�(QWHQWH�&RUGLDOH��/RQGRQ�
$WKORQH�3UHVV��������S�����

����3DXO�.��'DYLV��¦3ODQQLQJ�8QGHU�8QFHUWDLQW\�7KHQ�DQG�1RZ��3DUDGLJPV�/RVW
DQG�3DUDGLJPV�(PHUJLQJ�§�1HZ�&KDOOHQJHV�IRU�'HIHQVH�3ODQQLQJ��S�����

����.DUHQ�(OOLRWW�+RXVH��¦7KH�:URQJ�0LVVLRQ�§�:DOO�6WUHHW�-RXUQDO��6HSWHPEHU���
������S��$����¦7R�DVVLJQ�QDPHV�WR�WKHVH�NLQGV�RI�PLVVLRQV�LV�WR�FDWHJRUL]H�WKHP��DQG
WKHUHE\�WR�OHQG�RU�GHQ\�WKHP�VWDWXUH�ZLWKLQ�WKH�PLOLWDU\�VHUYLFHV�WKDW�SHUIRUP�WKHP�§
%XLOGHU��S�������7KH�WHUP��¦RSHUDWLRQV�RWKHU�WKDQ�ZDU�§�LV�XVHG�RQO\�RQFH�LQ�WKH�FXUUHQW
QDWLRQDO�PLOLWDU\�VWUDWHJ\�DQG�WKHQ�RQO\�LQ�ORZHU�FDVH�OHWWHUV��-RKQ�0��6KDOLNDVKYLOOL�
1DWLRQDO�0LOLWDU\�6WUDWHJ\�RI�WKH�8QLWHG�6WDWHV��KHUHDIWHU�UHIHUUHG�WR�DV�106����

:DVKLQJWRQ��'&��*32��)HEUXDU\�������S�����

����+RXVH��S��$����5HVLVWDQFH�WR�QRQWUDGLWLRQDO�UROHV�IRU�WKH�PLOLWDU\�LV�QRW
FRQILQHG�WR�WKH�PLOLWDU\��¦0LOLWDU\�IRUFH�LV�VHHQ�DV�VRPHWKLQJ�XVHG�DV�DQ�LQVWUXPHQW�WR
EULQJ�QDWLRQV�WRJHWKHU��QRW�WR�SURWHFW�WKHP�§��+HQU\�.LVVLQJHU�KDV�FRPSODLQHG��DQG�-DPHV
6FKOHVVLQJHU�KDV�QRWHG�

0LOLWDU\�IRUFH�LV�GHVLJQHG�WR�UHVSRQG�WR�WKUHDWV��3ROLFH�IRUFHV�KDYH�WR�XVH
SDWLHQFH��7R�WKH�H[WHQW�WR�ZKLFK�RXU�PLOLWDU\�LV�WUDQVIRUPHG�LQWR�D�SROLWLFDO
IRUFH��WKDW�PXFK�OHVV�HIIHFWLYH�ZLOO�LW�EH�DV�D�PLOLWDU\�RQH��:H�DUH�XVLQJ�RXU
PLOLWDU\�IRUFH�IRU�SXUSRVHV�QRW�RULJLQDOO\�LQWHQGHG�
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%RWK�TXRWHV�IURP�*HRUJLH�$QQH�*H\HU��¦.LVVLQJHU©V�VDJH�DGYLFH�§�+DUULVEXUJ�3DWULRW�
2FWREHU�����������S�����

����6ZDLQ��S������

����*UD\��¦6WUDWHJLF�6HQVH��6WUDWHJLF�1RQVHQVH�§�S�����

�����6HFWLRQ�����>���86&����D@��D�������1DWLRQDO�6HFXULW\�$FW�RI������DV
DPHQGHG�E\�3XEOLF�/DZ���������'HSDUWPHQW�RI�'HIHQVH�5HRUJDQL]DWLRQ�$FW�RI��������
2FWREHU�������SDUWLFXODUO\�6HFWLRQ�����E�����	�����6HH�DOVR�'RQ�0��6QLGHU��7KH�1DWLRQDO
6HFXULW\�6WUDWHJ\��'RFXPHQWLQJ�6WUDWHJLF�9LVLRQ���QG�HG���&DUOLVOH�%DUUDFNV��'HSDUWPHQW
RI�1DWLRQDO�6HFXULW\�DQG�6WUDWHJ\��-XO\�������S����DQG�*OHQ�$��.HQW�DQG�:LOOLDP�(�
6LPPRQV��¦2EMHFWLYH�%DVHG�3ODQQLQJ�§�1HZ�&KDOOHQJHV�IRU�'HIHQVH�3ODQQLQJ��S�����

�����%ODFNZLOO��S������

�����*HQHUDO��5HW��(��&��0H\HU��7RP�3KLOSRWW��¦$PHULFD©V�0LOLWDU\��5HDG\�RU
1RW"§�7KH�5HWLUHG�2IILFHU�0DJD]LQH��9RO������1R�����)HEUXDU\�������S�����

�����:LOOLDP�6DILUH��¦7KH�(Q�(Q�'RFXPHQW�§�1HZ�<RUN�7LPHV���$XJXVW����������
S��$����6HH�DOVR�$UW�3LQH��¦&OLQWRQ�,VVXHV�0XWHG�1DWLRQDO�6HFXULW\�5HSRUW�§�/RV�$QJHOHV
7LPHV��-XO\�����������S��$����7KH�)HEUXDU\������166�DSSDUHQWO\�UHFHLYHG�QR�PRUH
IDQIDUH�

�����6QLGHU��S����

�����,ELG���S�����

�����:LOOLDP�6DILUH©V�GHVFULSWLRQ��6DILUH��S��$����6QLGHU��S����

�����6QLGHU��S������6HH�DOVR�,ELG���SS������

�����)RU�WKH�HDUOLHU�WUHQG��VHH�$DURQ�)ULHGEHUJ��$SSHQGL[�&��¦+LVWRU\�RI�8�6�
6WUDWHJLF�3ODQQLQJ�(IIRUWV�§�&RPPLWWHH�RQ�,QWHJUDWHG�/RQJ�7HUP�6WUDWHJ\��6RXUFHV�RI
&KDQJH�LQ�WKH�)XWXUH�6HFXULW\�(QYLURQPHQW��:DVKLQJWRQ��'&��*32�������

�����6QLGHU��SS������DQG�*HRUJH�%XVK��1DWLRQDO�6HFXULW\�6WUDWHJ\�:DVKLQJWRQ�
'&��*32��-DQXDU\�������S�����$��-��%DFHYLFK��¦2XW�RI�7RXFK��7KH�8�6��)RUHLJQ�3ROLF\
(OLWH�LQ�&ULVLV�§�$PHULFD��9RO�������1R������'HFHPEHU�����������S�����VHHV�WKH�WHUP�
¦HQJDJHPHQW�§�DV�¦IUHLJKWHG�ZLWK�HQFRGHG�PHDQLQJ§�XVHG�E\�JRYHUQPHQWDO�HOLWHV�WR�ZDUQ
WKDW�ZLWKRXW�LW�ZLOO�IROORZ�¦WKH�GLSORPDWLF�HTXLYDOHQW�RI�PRUWDO�VLQ¤LVRODWLRQLVP�§

�����:LOOLDP�-��&OLQWRQ��$�1DWLRQDO�6HFXULW\�6WUDWHJ\�RI�(QJDJHPHQW�DQG
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(QODUJHPHQW��KHUHDIWHU�UHIHUUHG�WR�DV�166������:DVKLQJWRQ��'&��*32��)HEUXDU\�������S�
����7KH�LQWHUHVWV�MHWWLVRQHG��D�VWDEOH�DQG�VHFXUH��ZRUOG��KHDOWK\�DQG�YLJRURXV�DOOLDQFH
UHODWLRQVKLSV�

�����166�����S��LL�

�����166�����S����

�����0LFKDHO�9ODKRV��¦7R�6SHDN�7R�2XUVHOYHV�§�$PHULFD©V�3XUSRVH��S�����
+RZDUG��¦7KH�:RUOG�$FFRUGLQJ�WR�+HQU\�§�S������

�����+RZDUG��¦7KH�:RUOG�$FFRUGLQJ�WR�+HQU\�§�S������

�����$QWKRQ\�/DNH��¦)URP�&RQWDLQPHQW�WR�(QODUJHPHQW��&XUUHQW�)RUHLJQ�3ROLF\
'HEDWHV�LQ�3HUVSHFWLYH�§�9LWDO�6SHHFKHV�RI�WKH�'D\��9RO��/;��1R�����2FWREHU����������
33�����DQG����

�����,ELG���S�����

�����166�����S������&ULWLFV��SHUKDSV�WDNLQJ�WKH�FXH�IURP�WKH�WLWOH�RI�/DNH©V�VSHHFK�
FKRVH�WR�LJQRUH�WKH�SUDJPDWLF�OLQN�RI�YDOXHV�DQG�SRZHU��6HH��IRU�H[DPSOH��+DDV��S�����DQG
$OYLQ�=��5XELQVWHLQ��¦/HVVRQV�RI�WKH�&ROG�:DU�§�6HFXULW\�'LDORJXH��9RO������1R����
6HSWHPEHU�������S�������ZKR�ODEHOHG�WKH�VSHHFK�¦:LOVRQLDQLVP�UHYLVLWHG�§

�����166�����S����

�����,ELG���S����

�����,ELG���S������6HH�DOVR�,ELG���S����

�����(PSKDVLV�DGGHG��,ELG���S����

�����,ELG���S��L��,W�ZRXOG�VHHP�WR�PDNH�PRUH�VHQVH�WR�DGG�KXPDQLWDULDQ�LQWHUHVWV�DV
D�FDWHJRU\��QRW�D�GHJUHH�RI�LQWHUHVW�LQWHQVLW\��%XW�DV�RULJLQDOO\�GHVFULEHG�E\�6HFUHWDU\
3HUU\�DQG�XVHG�LQ�166�����LW�EHFRPHV�LQ�HIIHFW�DQ�LQWHQVLW\�RI�LQWHUHVW�

�����,ELG���S�����6HH�DOVR�/DNH��S�����

�����,ELG���SS��LL�DQG�LLL��6HH�DOVR�,ELG���SS��������

�����,ELG���S�����

�����,ELG���S��LL�
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�����,ELG���S��L��6HH�DOVR�9HDKRV��SS��������

�����'RQ�0��6QLGHU��6WUDWHJ\��)RUFHV�DQG�%XGJHWV��'RPLQDQW�,QIOXHQFHV�LQ
([HFXWLYH�'HFLVLRQ�0DNLQJ��3RVW�&ROG�:DU�����������3URIHVVLRQDO�5HDGLQJV�LQ�0LOLWDU\
6WUDWHJ\��1R�����&DUOLVOH�%DUUDFNV��6WUDWHJLF�6WXGLHV�,QVWLWXWH��)HEUXDU\�������S����
*ROGZDWHU�1LFKROV�UHTXLUHV�WKDW�WKH�6HFUHWDU\�RI�'HIHQVH©V�DQQXDO�UHSRUW�MXVWLI\�WKH�PDMRU
8�6��PLOLWDU\�PLVVLRQV�GXULQJ�WKH�QH[W�ILVFDO�\HDU�LQ�WHUPV�RI�WKH�QDWLRQDO�VHFXULW\�VWUDWHJ\
DQG�SURYLGH�DQ�H[SODQDWLRQ�RI�KRZ�WKH�PLOLWDU\�IRUFH�VWUXFWXUH�LV�UHODWHG�WR�WKRVH
PLVVLRQV��*ROGZDWHU�1LFKROV��6HFWLRQ������6HH�DOVR�.HQW�DQG�6LPRQV��S�����

�����6QLGHU��6WUDWHJ\��)RUFHV�DQG�%XGJHWV��S�����6HH��IRU�LQVWDQFH��&KHQH\©V�TXRWH
LQ�KLV�DQQXDO�UHSRUW�IURP�-DPHV�)RUUHVWDO©V�LQLWLDO�UHSRUW�WR�&RQJUHVV�LQ�������¦2XU�TXLFN
DQG�FRPSOHWH�GHPRELOL]DWLRQ�ZDV�D�WHVWLPRQLDO�WR�RXU�JRRG�ZLOO�UDWKHU�WKDQ�WR�RXU�JRRG
VHQVH�§�5LFKDUG�&KHQH\��$QQXDO�5HSRUW�WR�7KH�3UHVLGHQW�DQG�WKH�&RQJUHVV��:DVKLQJWRQ�
'&��*32��-DQXDU\�������S��[��&RQWUDU\�WR�SRSXODU��EHOLHI��DOWKRXJK�DOO�WKH�VHUYLFHV�DIWHU
:RUOG�:DU�,�GHFOLQHG�GUDVWLFDOO\�IURP�WKH�ZDUWLPH�QXPEHUV��WKH\�VWLOO�UHPDLQHG�ODUJHU
WKDQ�WKHLU�SUH�ZDU�QXPEHUV��7KH�1DY\�LQ�������IRU�LQVWDQFH��ZDV�RYHU�WZR�WKLUGV�ODUJHU
WKDQ�LQ�������(OLRW�$��&RKHQ��¦7KH�6WUDWHJ\�RI�,QQRFHQFH"�7KH�8QLWHG�6WDWHV�������
�����§�7KH�0DNLQJ�RI�6WUDWHJ\��5XOHUV��6WDWHV��DQG�:DU��HGV���:LOOLDPVRQ�0XUUD\�
0DF*UHJRU�.QR[��$OYLQ�%HUQVWHLQ��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV��������S�
����

�����6QLGHU��6WUDWHJ\��)RUFHV�DQG�%XGJHWV��S�����

�����,ELG���S�����

�����,ELG���S������7KH�26'�SODQQLQJ�JURXS�ZDV�KHDGHG�E\�3DXO�:ROIRZLW]��WKH
8QGHUVHFUHWDU\�RI�'HIHQVH�IRU�3ROLF\��7KH�RQO\�OLQN�EHWZHHQ�WKH�WZR�JURXSV�ZDV�E\
3RZHOO�DQG�:ROIRZLW]��1HYHUWKHOHVV��WKHLU�SURGXFWV��LQ�&KHQH\©V�ZRUGV��GHPRQVWUDWHG�¦D
UHPDUNDEOH�VLPLODULW\§�LQ�WHUPV�RI�VWUDWHJLF�FRQFHSWV�DQG�WKH�IRUFHV�UHTXLUHG�IRU�D�QHZ
UHJLRQDO�VWUDWHJ\��,ELG���SS�����DQG����

�����,ELG���S������6HH�DOVR�-DPHV�%ODFNZHOO��¦8�6��0LOLWDU\�5HVSRQVHV�WR�WKH�,UDTL
,QYDVLRQ�RI�.XZDLW�§�7KH�3HUVLDQ�*XOI�&ULVLV��3RZHU�LQ�WKH�3RVW�&ROG�:DU�:RUOG��HGV��
5REHUW�)��+HOPV�,,�DQG�5REHUW�+��'RUII��:HVWSRUW��&7��3UDHJHU��������SS����������

�����&ROLQ�/��3RZHOO��7KH�1DWLRQDO�0LOLWDU\�6WUDWHJ\�RI�WKH�8QLWHG�6WDWHV�
KHUHDIWHU�UHIHUUHG�WR�DV�106�����:DVKLQJWRQ��'&��*32��-DQXDU\�������SS��������

�����106�����SS������

�����,ELG���S����
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�����,ELG���S����

�����7KH�RQH�H[FHSWLRQ�EXULHG�RQ�WKH�EDFN�SDJHV�RI�WKH�:DVKLQJWRQ�3RVW��%UDGOH\
*UDKDP��¦5HVSRQVLELOLWLHV�RI�8�6��0LOLWDU\�([SDQGHG��1HZ�3HQWDJRQ�6WUDWHJ\�$GGV
3HDFHNHHSLQJ��+XPDQLWDULDQ�0LVVLRQV�WR�&RPEDW�7DVNV�§�:DVKLQJWRQ�3RVW��0DUFK���
������S��$���

�����%RURVDJH��S����

�����-RKQ�,VDDFV��¦%RWWRPV�8S�§�7KH�%XOOHWLQ�RI�WKH�$WRPLF�6FLHQWLVWV��9RO�����
1R�����1RYHPEHU�������S�����

�����*UDKDP��S��$���

�����106�����S�����DQG�106�����S�����

�����(PSKDVLV�DGGHG��106�����S������6HH�DOVR�3HUU\��S����DQG�:LOOLDP�-��3HUU\�
$QQXDO�5HSRUW�WR�WKH�3UHVLGHQW�DQG�WKH�&RQJUHVV��:DVKLQJWRQ��'&��*32��)HEUXDU\������
S����

�����106�����S�����6HH�DOVR�,ELG���S�����

�����,ELG���SS�����DQG���

�����,ELG���S����

�����,ELG���S�����¦6LQFH�WKH�WKUHDW�RI�D�JOREDO�KHJHPRQ�KDV�SDVVHG�LQWR�KLVWRU\�DQG
LV�XQOLNHO\�WR�UHDSSHDU��ZRUOGZLGH�ZDU��DV�HQFRXQWHUHG�LQ�:RUOG�:DU�,,�DQG�SUHSDUHG�IRU
GXULQJ�WKH�&ROG�:DU��VKRXOG�QR�ORQJHU�DQLPDWH�8�6��GHIHQVH�SROLF\�§�.XJOHU��¦1RQ�
VWDQGDUG�&RQWLQJHQFLHV�IRU�'HIHQVH�3ODQQHUV�§�S�������¦7KH�VFHQDULR�RI�D�JOREDO�
FRQYHQWLRQDO�ZDU�LQ�WKH�IXWXUH�LV�DV�IDQFLIXO�DV�LW�ZDV�GXULQJ�WKH�&ROG�:DU�§�$UW��¦$�8�6�
0LOLWDU\�6WUDWHJ\�IRU�WKH�����V�§�S�����

�����106�����S������6HH�DOVR�'DYLV��¦3ODQQLQJ�8QGHU�8QFHUWDLQW\�§�S�����

�����(PSKDVLV�DGGHG��166�����S������)RU�WKH�PXWHG�PLOLWDU\�VWUDWHJ\�DSSURDFK��VHH
106�����S������6HH�DOVR�3HUU\��$QQXDO�5HSRUW��S������ZKR�XQOLNH�106�����FLWHV�WKH�QHHG
IRU�FDSDELOLWLHV�WR�GHVWUR\�:0'�DUVHQDOV�DQG�WKHLU�GHOLYHU\�PHDQV�¦SULRU�WR�WKHLU�XVH�§

�����106�����S����

�����5REHUW�3��+DIID��-U���¦7KH�)XWXUH�RI�'HWHUUHQFH�LQ�D�1HZ�:RUOG�2UGHU�§�7KH
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6HDUFK�IRU�6WUDWHJ\��3ROLWLFV�DQG�6WUDWHJLF�9LVLRQ��HG���*DU\�/��*XHUWQHU��:HVWSRUW��&7�
*UHHQZRRG�3UHVV��������SS�����������7KH�6HFUHWDU\�RI�'HIHQVH�FHUWDLQO\�VHHV
FRQYHQWLRQDO�FDSDELOLWLHV�DV�DQ�LPSRUWDQW�SDUW�RI�GHWHUUHQFH��:LOOLDP�-��3HUU\��¦'HVHUW
6WRUP�DQG�'HWHUUHQFH�§�)RUHLJQ�$IIDLUV��9RO������1R�����)DOO�������SS���������2Q�WKH�XVH
RI�SXQLVKPHQW�DV�D�GHWHUUHQW��VHH�(OLRW�$��&RKHQ��¦:KDW�7R�'R�$ERXW�1DWLRQDO�'HIHQVH�§
&RPPHQWDU\��9RO������1R�����1RYHPEHU�������S������DQG�3DXO�.��'DYLV��¦,PSURYLQJ
'HWHUUHQFH�LQ�WKH�3RVW�&ROG�:DU�(UD��6RPH�7KHRU\�DQG�,PSOLFDWLRQV�IRU�'HIHQVH
3ODQQLQJ�§�1HZ�&KDOOHQJHV�IRU�'HIHQVH�3ODQQLQJ��S������

�����+DIID��S������

�����7KXF\GLGHV��S������)OH[LEOH�GHWHUUHQW�RSWLRQV�FDQ�DOVR�EH�FRXQWHU�SURGXFWLYH
LI�DQ�RSWLRQ�LV�VHHQ�E\�DJJUHVVRUV�RU�DOOLHV�DV�SURRI�RI�WLPLGLW\��,Q�ODWH�������IRU�H[DPSOH�
WKH�H[HUFLVHV�E\�8�6��QDYDO�IRUFHV�DQG�VHOHFWHG�DLUFUDIW�LQ�WKH�3HUVLDQ�*XOI�ZDV�PHDQW�WR
VLJQDO�WR�,UDT�8�6��VXSSRUW�IRU�WKH�8QLWHG�$UDE�(PLUDWHV�DQG�.XZDLW��,Q�DGGLWLRQ�WR�WKH
DPELJXLW\�RI�WKH�H[HUFLVHV©�VLJQDO��WKH�8$(�DQG�RWKHU�$UDE�VWDWHV�SHUFHLYHG�LW�DV�D
SURYRFDWLYH�PRYH��*HQHUDO�3RZHOO�ODWHU�QRWHG�WKDW�WKH�H[HUFLVH�VFDUHG�RQO\�8�6��DOOLHV�
QRW�6DGGDP��'DYLV��¦,PSURYLQJ�'HWHUUHQFH�LQ�WKH�3RVW�&ROG�:DU�(UD�§�SS����������

�����106�����S����

�����,ELG���S����

�����,ELG���S����

�����)RU�H[DPSOH��,ELG���SS����DQG���

�����,ELG���S����

�����,ELG���S�����

�����*UDKDP��S��$���

�����,ELG���S�����

�����3DXO�.��'DYLV��¦,QVWLWXWLRQDOL]LQJ�3ODQQLQJ�IRU�$GDSWLYHQHVV�§�1HZ
&KDOOHQJHV�IRU�'HIHQVH�3ODQQLQJ��S�����

�����*DGGLV��¦&RQWDLQPHQW�DQG�WKH�/RJLF�RI�6WUDWHJ\�§�SS���������)RU�WKH�PLOLWDU\
LQ�WKH�HDUO\�\HDUV�RI�WKH�&ROG�:DU��WKH�6RYLHW�8QLRQ�ZDV�UDUHO\�SLQSRLQWHG�DV�WKH�VSHFLILF
WKUHDW��SDUWLFXODUO\�GXULQJ�H[HUFLVHV��DV�WKH�GHWDLOHG�RUGHU�RI�EDWWOH�IRU�WKH�¦DJJUHVVRU§
DGKHUHQWV�RI�WKH�&LUFOH�7ULJRQ�3DUW\�LQGLFDWHG��/DWHU��RI�FRXUVH��WKHUH�ZDV�WKH�17&�IRFXV
RQ�WKH�6RYLHW�8QLRQ�DQG�LWV�DOOLHV��D��IRFXV�PDGH�H[SOLFLW�LQ�WKH�DQQXDO�6RYLHW�0LOLWDU\
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7KUHDW�RI�WKH�5HDJDQ�<HDUV��2Q�WKH�VHOOLQJ�RI�XQFHUWDLQW\��VHH�:LOOLDP�.DXIPDQQ�
$VVHVVLQJ�WKH�%DVH�)RUFH��+RZ�0XFK�LV�7RR�0XFK"�:DVKLQJWRQ��'&��7KH�%URRNLQJV
,QVWLWXWLRQ��S�����

�����'DYLV��¦3ODQQLQJ�8QGHU�8QFHUWDLQW\�§�SS��������DQG����DQG�.HQW�/HZLV�
¦7KH�'LVFLSOLQH�*DS�DQG�2WKHU�5HDVRQV�IRU�+XPLOLW\�DQG�5HDOLVP�LQ�'HIHQVH�3ODQQLQJ�§
1HZ�&KDOOHQJHV�IRU�'HIHQVH�3ODQQLQJ��S�������7KH�YDULRXV�QXPEHUHG�ZDU�VWUDWHJLHV�ZHUH
GHFODUDWRU\�SROLFLHV��7KHUH�ZDV��IRU�H[DPSOH��QHYHU�DQ\�H[SHFWDWLRQ�WKDW�WKH�8QLWHG�6WDWHV
FRXOG�ZLQ�������ZDUV�VLPXOWDQHRXVO\��/LNH�:RUOG�:DU�,,��WKH�FRQIOLFWV�ZRXOG�KDYH�EHHQ
VHTXHQWLDO��7KLV�LV�QRW�WR�FRQWHQG�WKDW�VXFK�GHFODUDWRU\�SROLF\�LV�QRW�LPSRUWDQW��)RU
H[DPSOH��WKH�������ZDU�VWDQGDUG�DSSDUHQWO\�SOD\HG�D�UROH�LQ�FRQYLQFLQJ�WKH�35&�WKDW
3UHVLGHQW�1L[RQ�ZDV�VHULRXV�LQ�KLV�GHVLUH�WR�LPSURYH�UHODWLRQV�ZLWK�&KLQD��+HQU\
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