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$EVWUDFW
7KLV�SDSHU� DGGUHVVHV� WKH�QHZ�RUWKRGR[�YLHZ� WKDW� WKH�FKRLFH�RI H[FKDQJH� UDWH� UHJLPH�KDV�EHHQ�KROORZHG�RXW�WR�D�FKRLFH�EHWZHHQ�WKH�WZR�FRUQHU�VROXWLRQV�RI�ILUPO\�IL[HG�DQG�PRUH�RU�OHVV� IUHHO\� IORDWLQJ� H[FKDQJH� UDWHV�� � :KLOH� FRQFHGLQJ� WKDW� ERWK� WKHVH� UHJLPHV� KDYH� DQ�DGYDQWDJH�RYHU�LQWHUPHGLDWH�UHJLPHV�LQ�WHUPV�RI�EHLQJ OHVV�YXOQHUDEOH�WR�FULVLV��DV�ZHOO�DV�VLPSOLI\LQJ� WKH� SROLF\� DVVLJQPHQW�� LW� DUJXHV� WKDW� QHLWKHU� D� FXUUHQF\� ERDUG� QRU� D� IUHHO\�IORDWLQJ� H[FKDQJH� UDWH� UHJLPH� LV� QHFHVVDULO\� FULVLV�IUHH�� �0RUH� LPSRUWDQW�� QHLWKHU�RI� WKHP�RIIHU� WKH� SRWHQWLDO� DGYDQWDJH� RI� D� ZHOO�PDQDJHG� LQWHUPHGLDWH� UHJLPH�� QRWDEO\� D� %%&��EDVNHW��EDQG��DQG�FUDZO��V\VWHP��RI�DOORZLQJ�SROLF\�WR�EH�DGGUHVVHG�WR�OLPLWLQJ�H[FKDQJH�UDWH� PLVDOLJQPHQWV�� � $� QXPEHU� RI� FRXQWULHV� ZLWK� RVWHQVLEO\� IORDWLQJ� FXUUHQFLHV� DUH�UHYHDOLQJ� E\� WKHLU� DFWLRQV� WKDW� WKH\� SUHIHU� DQ� LQWHUPHGLDWH� UHJLPH�� �:KLOH� VXFK�PDQDJHG�IORDWLQJ� PD\� EH� D� UHDVRQDEOH� FRPSURPLVH� JLYHQ� WKH� SUHVVXUH� IURP� WKH� ,0)� WR� IORDW�� LW�VXIIHUV� WKUHH�SRWHQWLDO� GLVDGYDQWDJHV� DV� FRPSDUHG� WR� DQ� DUWLFXODWHG�%%&� UHJLPH�� LW� LV�QRW�WUDQVSDUHQW�� LW� SUHFOXGHV� VRPH� W\SHV� RI� SROLF\� FRRSHUDWLRQ� �VXFK� DV� WKH�XVH�RI� D� FRPPRQ�EDVNHW�SHJ�E\�D�QXPEHU�RI�FRXQWULHV�ZLWK�VWURQJ�WUDGH�LQWHUGHSHQGHQFH���DQG�LW�IRUHJRHV�WKH�SRVVLELOLW\�RI�LQGXFLQJ�VWDELOL]LQJ�VSHFXODWLRQ�D�OD�.UXJPDQ¶V�DQDO\VLV�RI�WDUJHW�]RQHV���7KH�SDSHU�FRQFOXGHV�E\�GHVFULELQJ�WKUHH�VRIWHU�YHUVLRQV�RI�WKH�%%&�UHJLPH�WKDW�ZRXOG�EH�OHVV�YXOQHUDEOH�WR�FULVHV�WKDQ�WUDGLWLRQDO�LQWHUPHGLDWH�UHJLPHV��WKH�UHIHUHQFH�UDWH�SURSRVDO��EDQGV�ZLWK�VRIW�PDUJLQV��DQG�PRQLWRULQJ�EDQGV�
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,��,QWURGXFWLRQ(FRQRPLVWV�KDYH�ORQJ�WHQGHG�WR�GHEDWH�WKH�H[FKDQJH�UDWH�TXHVWLRQ�LQ�WHUPV�RI�IL[HG�YHUVXV�IOH[LEOH� H[FKDQJH� UDWHV�� GHVSLWH� WKH� IDFW� WKDW� IHZ� FRXQWULHV� SUDFWLFHG� HLWKHU� RI� WKHP�� EXW�FKRVH�LQVWHDG�RQH�RI�WKH�QXPHURXV�LQWHUPHGLDWH�UHJLPHV���7KH�UHDVRQ�LV�WKDW�ERWK�RI�WKHVH�H[WUHPH�UHJLPHV�ILW�FRPIRUWDEO\�ZLWKLQ�WKH�SURIHVVLRQ¶V�SUHIHUUHG�PRGHOLQJ�VWUDWHJ\���,Q�D�VWDQGDUG� PRGHO�� ZLWK� H[FKDQJH� UDWHV GHWHUPLQHG� E\� WKH� IXQGDPHQWDOV� VXEMHFW� RQO\� WR����ZHOO�EHKDYHG�QRLVH�� D� FRXQWU\�PD\�FKRRVH� WR�XVH�PRQHWDU\�SROLF\�HLWKHU� WR�SLQ�GRZQ� WKH�SULFH�OHYHO�E\�XVLQJ�WKH�H[FKDQJH�UDWH�DV�D�QRPLQDO�DQFKRU��RU�LW�PD\�XVH�PRQHWDU\�SROLF\�WR�SXUVXH�³LQWHUQDO�EDODQFH´ �QRZDGD\V�XVXDOO\�SUDFWLFHG�DV� LQIODWLRQ�WDUJHWLQJ��� �7KH�ILUVW�VWUDWHJ\� LPSOLHV� D� IL[HG� UDWH� DQG� WKH� VHFRQG� LPSOLHV� D� IORDWLQJ� UDWH�� DQG� WKHUH� LV� QR�FRPSHOOLQJ� UHDVRQ� IRU� GRLQJ� DQ\WKLQJ� HOVH�� XQOHVV� SHUKDSV� D� FRXQWU\� ZDQWV� WR� XVH� WKH�H[FKDQJH�UDWH�DV�D�QRPLQDO�DQFKRU�EXW�WKHUH�LV�LQIODWLRQ�LQHUWLD�LQ�WKH�V\VWHP���,Q�VXFK�FDVH��D�SUH�GHWHUPLQHG�GHFHOHUDWLQJ�FUDZO�SURYLGHV�D�XVHIXO�WUDQVLWLRQDO�PHFKDQLVP�IRU�JHWWLQJ�WR�D�IL[HG�UDWH�:KDW� LV� QHZ� LV� WKDW� WKH� SUHIHUHQFH� IRU� SLFNLQJ� RQH� RI� WKH� H[WUHPHV� DQG� DYRLGLQJ� WKH�PLGGOH�JURXQG�KDV�VSUHDG�IURP�SURIHVVLRQDO�HFRQRPLVWV�WR�SROLF\PDNHUV���7KLV�LV�VXUHO\�QRW�EHFDXVH� HFRQRPLVWV� KDYH� VXGGHQO\� FRPH� WR� GRPLQDWH� HFRQRPLF� SROLF\PDNLQJ�� � ,W� LV� WUXH�WKDW�WKHUH�KDV�QHYHU�EHIRUH�EHHQ�D�WLPH�ZKHQ�ILUVW�FODVV�HFRQRPLVWV�KDYH�EHHQ�DV�GRPLQDQW�DV� WKH\� DUH� WRGD\� LQ� WKH�8QLWHG�6WDWHV��ZLWK�/DUU\�6XPPHUV�DV�6HFUHWDU\�RI� WKH�7UHDVXU\��$ODQ� *UHHQVSDQ� DW� WKH� )HG�� DQG� 6WDQ� )LVFKHU� DW� WKH� ,0)�� � %XW� WKHVH� DUH� QRW� WKH� SULPH�PRYHUV� LQ� WKH�HPHUJHQFH�RI� WKH�QHZ�RUWKRGR[\�ZKLFK�FODLPV�WKDW� WKH�FKRLFH�RI�H[FKDQJH�UDWH� UHJLPH� KDV� EHHQ� KROORZHG� RXW� WR� RQH� RI� WKH� WZR� FRUQHUV�� LQGHHG�� /DUU\� 6XPPHUV�ZRUNHG�LQWHU�DOLD�RQ�³QRLVH�WUDGHUV´��'H�/RQJ�HW�DO��������������ZKLFK�LV�WKH�W\SH�RI�PRGHO�WKDW� SURYLGHV� WKH� VWURQJHVW� ORJLF� IRU� IDYRULQJ� LQWHUPHGLDWH� UHJLPHV�� DQG� 6WDQ� )LVFKHU� LV�GLVWLQFWO\�HFOHFWLF�RQ�WKLV�LVVXH���5DWKHU��ZKDW�KDV�GULYHQ�WKH�QHZ�RUWKRGR[\�LV�WKH�IDFW�WKDW�EDGO\�PDQDJHG�LQWHUPHGLDWH�UHJLPHV�KDYH�UHJXODUO\�IDOOHQ�SUH\�WR�FULVHV��ZKLOH�HYHQ�D�ZHOO�PDQDJHG� LQWHUPHGLDWH� UHJLPH� VXFK� DV� WKDW� LQ� ,QGRQHVLD� SURYHG� VXVFHSWLEOH� WR� FRQWDJLRQ���7KRVH�RI�XV�ZKR�FRQWLQXH�WR�EHOLHYH�WKDW�WKHUH�LV�D�FDVH�IRU�LQWHUPHGLDWH�UHJLPHV�ZLOO�GR�RXU�FDXVH�QR�VHUYLFH�LI�ZH�SUHWHQG�RWKHUZLVH�7KH�SUHVHQW�SDSHU�VWDUWV�E\�GHVFULELQJ�WKH�QHZ�RUWKRGR[\��DQG�WKHQ�RIIHUV�D�FULWLTXH���,W�SURFHHGV� WR� UHYLHZ� WKH� HYLGHQFH� WKDW� PDQ\� FRXQWULHV� WKDW� DUH� QRPLQDOO\� IORDWLQJ� LQ� IDFW�
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PDQDJH� WKHLU� UDWHV��DQG�GLVFXVVHV�ZK\�WKH\�PLJKW�FKRRVH�WR�GR�VR�� �7KLV� LV�IROORZHG�E\�D�GLVFXVVLRQ� RI� WKH� UHODWLYH� PHULWV� RI� PDQDJHG� IORDWLQJ� YHUVXV D� PRUH� VWUXFWXUHG� UHJLPH��ZKLFK�OHDGV�WR�D�FRQVLGHUDWLRQ�RI�ZKDW�D�PRUH�VWUXFWXUHG�UHJLPH�PLJKW�ORRN�OLNH�
,,��7KH�1HZ�2UWKRGR[\
7KH� FODLP� RI� WKH� QHZ� RUWKRGR[\� LV� WKDW� WKH� FKRLFH� RI� H[FKDQJH� UDWH� UHJLPH� KDV� EHHQ�KROORZHG�RXW�WR�RQH�RI�WZR�³FRUQHU�VROXWLRQV´���2QH�LV�D�ILUPO\�IL[HG�H[FKDQJH�UDWH��ZLWK�DQ�LQVWLWXWLRQDO�JXDUDQWHH�WKDW�LW�ZLOO�VWD\�IL[HG��LQ�WKH�IRUP�RI�DW�OHDVW�D�FXUUHQF\�ERDUG��RU�HOVH�³GROODUL]DWLRQ´� RU�PRQHWDU\�XQLRQ���7KH�RWKHU�RSWLRQ�LV�WKDW�RI�D�IORDWLQJ�H[FKDQJH�UDWH�WKDW�LV�DW�PRVW ³OLJKWO\�PDQDJHG´�7KH�NH\�IHDWXUH�RI�D�FXUUHQF\�ERDUG�LV�WKDW�LW�PHUHO\�LVVXHV�GRPHVWLF�PRQH\�LQ�H[FKDQJH�IRU�IRUHLJQ�H[FKDQJH���7KLV�LPSOLHV�ERWK�D�IL[HG�H[FKDQJH�UDWH�DQG�����SHUFHQW�EDFNLQJ�RI�WKH� PRQH\� VXSSO\� E\� IRUHLJQ� UHVHUYHV�� � $Q\� DFFUHWLRQ� RI� UHVHUYHV� ZLOO� OHDG� WR� D�FRUUHVSRQGLQJ� PRQHWDU\� H[SDQVLRQ� DQG�� PRUH� FUXFLDOO\�� DQ\� ORVV� RI� UHVHUYHV� OHDGV� WR� D�FRUUHVSRQGLQJ� PRQHWDU\� FRQWUDFWLRQ� DQG� KHQFH� WR� ULVLQJ� LQWHUHVW� UDWHV� DQG� GHIODWLRQ��+XPH¶V� SULFH�VSHFLH�IORZ� PHFKDQLVP��� � 7KH� V\VWHP� WKXV� KDV� D� EXLOW�LQ� PRQHWDU\�PHFKDQLVP� WKDW� LV� VWDELOL]LQJ� IURP� WKH� VWDQGSRLQW�RI�PDLQWDLQLQJ� WKH�H[FKDQJH� UDWH�� �7KH�VDPH�LV�WUXH�LQ�SULQFLSOH�RI�WKH�WZR�RWKHU�IRUPV�RI�ILUPO\�IL[HG�H[FKDQJH�UDWH��GROODUL]DWLRQ��LQ� ZKLFK� D� FRXQWU\� JLYHV� XS� LWV� VHLJQLRUDJH� DV� ZHOO� DV� LWV� PRQHWDU\� VRYHUHLJQW\�� DQG�PRQHWDU\� XQLRQ� �LQ� ZKLFK� D� FRXQWU\� DJUHHV� WR� VKDUH� LWV� PRQHWDU\� VRYHUHLJQW\��� DOWKRXJK�WKHVH�PD\� OHDG� WR�VXFK�D�KLJK�GHJUHH�RI� LQWUD�DUHD�FDSLWDO�PRELOLW\�DV� WR�DYRLG�REVHUYDEOH�LQWHUHVW�UDWH�DGMXVWPHQWV�7KH�RWKHU�H[WUHPH�VROXWLRQ�WKDW�LV�VXSSRVHG�WR�EH�YLDEOH�LV�D�IORDWLQJ�UDWH���1R�RQH�DUJXHV�WKDW� IORDWLQJ�KDV� WR�H[FOXGH�DOO� LQWHUYHQWLRQ� LQ� WKH�H[FKDQJH�PDUNHWV��EXW�D�NH\�DQDO\WLFDO�TXHVWLRQ� LV�ZKDW�FRQVWLWXWHV� WKH�³OLJKW�PDQDJHPHQW´� WKDW� LV�VXSSRVHG� WR�EH�DFFHSWDEOH��DV�RSSRVHG� WR� WKH� KHDY\� LQWHUYHQWLRQ� WKDW� LV� SURVFULEHG�� � 3UHVXPDEO\� HYHU\RQH� DJUHHV� WKDW�HSLVRGLF� LQWHUYHQWLRQ� GHVLJQHG� WR� VPRRWK� HUUDWLF� IOXFWXDWLRQV� LV� DFFHSWDEOH�� DQG� ³OHDQLQJ�DJDLQVW�WKH�ZLQG´��LQ�ZKLFK�LQWHUYHQWLRQ�VLPSO\�WULHV�WR�VORZ�D�PRYHPHQW�ZLWKRXW�FRQFHUQ�IRU� WKH� OHYHO� RI� WKH� UDWH�� VHHPV� DOVR� WR� EH� UHJDUGHG� DV� FRQVLVWHQW�ZLWK� LQWHUYHQWLRQ� EHLQJ�
� 8VLQJ�WKDW�WHUP�JHQHULFDOO\�WR�VLJQLI\�XQLODWHUDO�DGRSWLRQ�RI�D�IRUHLJQ�FXUUHQF\�WR�VHUYH�DV�WKH�GRPHVWLF�FXUUHQF\��H�J��WR�LQFOXGH�0RQWHQHJUR¶V�SURSRVHG�DGRSWLRQ�RI�WKH�GHXWVFKHPDUN�HXUR�
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³OLJKW´�� � 0DWWHUV� EHFRPH� GHEDWDEOH� ZKHQ� RQH� DVNV� ZKHWKHU� DOO� LQWHUYHQWLRQ� EDVHG� RQ�FRUUHFWLQJ� SHUFHLYHG� PLVDOLJQPHQWV�� L�H�� GHWHUPLQHG� E\� MXGJPHQWV� DERXW� DSSURSULDWH� RU�LQDSSURSULDWH�H[FKDQJH�UDWH� OHYHOV��LV�SUHFOXGHG���,W�ZRXOG�VHHP�SDUDGR[LFDO�WR�H[FOXGH�DOO�VXFK� LQWHUYHQWLRQ�RQ�SULQFLSOH��JLYHQ� WKDW�� IRU�H[DPSOH�� LW�ZDV�SUHFLVHO\�D�FRQFHUQ�IRU� WKH�ZHDNQHVV�RI�WKH�HXUR�LQ�WHUPV�RI�WKH�GROODU�WKDW�UHFHQWO\�SURPSWHG�MRLQW�LQWHUYHQWLRQ�E\�WKH�)HG�DQG�WKH�(&%��DQG�RWKHUV����7KH�SUREOHP�LV�WKDW�RQFH�RQH�DOORZV�VXFK�LQWHUYHQWLRQ�WKHUH�LV� QR� KDUG� DQG� IDVW� OLQH� WR� GLVWLQJXLVK� ³OLJKW� PDQDJHPHQW´� IURP� DQ� XQDQQRXQFHG� WDUJHW�]RQH�� �6R�SHUKDSV�RQH�KDV� WR�GHILQH� OLJKW�PDQDJHPHQW�DV� LQWHUYHQWLRQ�WKDW� LV�HSLVRGLF��DG�KRF��QRW�SODQQHG�DFFRUGLQJ�WR�DQ\�SUH�FRQVLGHUHG�VWUDWHJ\�RU�DJUHHG�LQ�DGYDQFH��DQG�ZKRVH�SDUDPHWHUV�DUH�QRW�RQO\�QRW�DQQRXQFHG�WR�WKH�PDUNHW�EXW�QRW�HYHQ�NQRZQ�WR�WKH�DXWKRULWLHV�7KH� LQWHUPHGLDWH� UHJLPHV� WKDW� DUH� H[FOXGHG� LQFOXGH� WKH� DGMXVWDEOH� SHJ�� WKH� V\VWHP�HPERGLHG�LQ�WKH�SRVWZDU�V\VWHP�DW�%UHWWRQ�:RRGV��XQGHU�ZKLFK�D�FRXQWU\�ZRXOG�QRUPDOO\�KDYH�D�IL[HG�H[FKDQJH�UDWH�EXW�UHVHUYHG�WKH�ULJKW� WR�FKDQJH�WKLV� LQ�H[WUHPH�FLUFXPVWDQFHV��³IXQGDPHQWDO� GLVHTXLOLEULXP´��� 6RPH�RI�XV� UHFRJQL]HG�PDQ\�\HDUV� DJR� WKDW� WKLV� V\VWHP�ZDV� LQKHUHQWO\� YXOQHUDEOH� WR� VSHFXODWLYH� FULVHV� LQ� D� ZRUOG� RI� KLJK� FDSLWDO� PRELOLW\� �H�J��:LOOLDPVRQ� ������� DQG� WKHUHIRUH� VRXJKW� WR� GHVLJQ� V\VWHPV� WKDW� ZRXOG� HPERG\� HQRXJK�IOH[LELOLW\� WR�DYRLG�PLVDOLJQPHQWV� IURP�HPHUJLQJ�DQG�RU� WR�HQVXUH� WKDW� WKH�DXWKRULWLHV�GLG�QRW� ILQG� WKHPVHOYHV� LQ� WKH�SRVLWLRQ�RI�RIIHULQJ� WKH�PDUNHW�D�RQH�ZD\�EHW�� �7KLV� OHG�WR� WKH�OLWHUDWXUH�RI�WKH�ODWH�����V�RQ�FUDZOLQJ�SHJV�DQG�ZLGHU�EDQGV��DQG�WKHQ�LQ�WKH�����V�WR�WKDW�RQ� WDUJHW� ]RQHV�� DOLDV� FUDZOLQJ� EDQGV�� � 7KH� V\VWHP� WKDW� ,� HQGHG� XS� DGYRFDWLQJ� �H�J��:LOOLDPVRQ� ������ ZDV� GXEEHG� E\� 'RUQEXVFK� DQG� 3DUN� ������� ³WKH� %%&� UXOHV´�� ZKHUH�%%&�VWDQGV�IRU�EDVNHW��EDQG��DQG�FUDZO�7KH�³EDVNHW´ SDUW�RI�WKH�SURSRVDO�VXJJHVWHG�WKDW�FRXQWULHV�ZLWK�GLYHUVLILHG�WUDGH�ZRXOG�GR�EHWWHU� WR�SHJ� WR�D�EDVNHW�RI�FXUUHQFLHV� WKDW�ZRXOG�URXJKO\�VWDELOL]H� WKHLU�HIIHFWLYH�H[FKDQJH�UDWH��� UDWKHU� WKDQ� WR� D� VLQJOH� FXUUHQF\�� � 7KLV� ZRXOG� ODUJHO\� LQVXODWH� FRXQWULHV� IURP�GLVWXUEDQFHV�WR�WUDGH�FRPSHWLWLYHQHVV��RXWSXW��DQG�LQIODWLRQ�IURP�FDSULFLRXV�YDULDWLRQV�LQ�WKLUG�FXUUHQF\�H[FKDQJH�UDWHV��QRWDEO\�WKH�J\UDWLRQV�EHWZHHQ�WKH�GROODU��WKH�HXUR��DQG�WKH�\HQ��
� $Q��HIIHFWLYH�H[FKDQJH�UDWH��LV�WKH�ZHLJKWHG�DYHUDJH�H[FKDQJH�UDWH�DJDLQVW�DOO�FXUUHQFLHV��ZKHUH�WKH�ZHLJKWV�DUH� JHQHUDOO\� FKRVHQ� WR� UHIOHFW� WKH� SDWWHUQ� RI� WUDGH�� �$Q� DOWHUQDWLYH� ZHLJKWLQJ� V\VWHP�� EDVHG� RQ� WUDGH�HODVWLFLWLHV�� UHFRJQL]HV� WKDW�FRXQWULHV�DUH�DOVR� LPSRUWDQW�FRPSHWLWRUV��UDWKHU� WKDQ�MXVW� WUDGH�SDUWQHUV���$��UHDO�HIIHFWLYH�H[FKDQJH�UDWH��FRUUHFWV�E\�FKDQJHV�LQ�UHODWLYH�LQIODWLRQ��VR�WKDW� WKH�LQGH[�GRHV�QRW�FKDQJH�LI�SULFHV�LQFUHDVH�DV�PXFK�DW�KRPH�DV�WKH�ZHLJKWHG�DYHUDJH�RI�WKH�FRXQWU\
V�WUDGLQJ�SDUWQHUV�
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7KDW�LV�QRW�WR�DUJXH�WKDW�HYHU\�FRXQWU\�ZRXOG�EH�ZHOO�DGYLVHG�WR�DGRSW�D�EDVNHW�SHJ���,Q�P\� VWXG\� RI� WKH� RSHUDWLRQ� RI� FUDZOLQJ� EDQGV� LQ�&KLOH��&RORPELD�� DQG� ,VUDHO� �:LOOLDPVRQ�������� ,� QRWHG� WKDW�&KLOH� DQG� ,VUDHO� KDG� ERWK� FKRVHQ� WR�SHJ� WR� D�EDVNHW��ZKLOH�&RORPELD�SHJJHG�WR�WKH�GROODU���,�DOVR�DUJXHG�WKDW�WKLV�ZDV�SHUIHFWO\�UDWLRQDO�JLYHQ�WKH�GLIIHUHQFHV�LQ�WKHLU� SDWWHUQ� RI� WUDGH�� � &RORPELD¶V� WUDGH� LV� GRPLQDWHG� E\� WKH� 8QLWHG� 6WDWHV� DQG� RWKHU�FRXQWULHV� WKDW�SHJ�WR� WKH�GROODU��OLNH�9HQH]XHOD���ZKLOH� WKH�WUDGH�RI�&KLOH�DQG�,VUDHO� LV�IDU�PRUH�GLYHUVLILHG�7KHUH�ZHUH�IRXU�SXUSRVHV�LQ�VXJJHVWLQJ�D�ZLGH�EDQG �LQWHUSUHWHG�DV�XS�WR���� ���SHUFHQW��RU�HYHQ���� ���SHUFHQW����2QH�ZDV�WR�PDNH�VXUH�WKDW�WKH�DXWKRULWLHV�GLG�QRW�JHW�LQWR�WKH�QR�ZLQ� VLWXDWLRQ� RI� WU\LQJ� WR� GHIHQG� D� GLVHTXLOLEULXP� H[FKDQJH� UDWH�� JLYHQ� WKDW� QR� RQH�LPDJLQHG�LW�ZRXOG�EH�SRVVLEOH�WR�HVWLPDWH�WKH�HTXLOLEULXP�H[FKDQJH�UDWH�DW�DOO�SUHFLVHO\���$�VHFRQG�ZDV� WR�SHUPLW� WKH�SDULW\� �WKH�FHQWHU�RI� WKH�EDQG�� WR�EH�DGMXVWHG�� WR�NHHS� LW� LQ� OLQH�ZLWK� WKH� IXQGDPHQWDOV��ZLWKRXW�SURYRNLQJ� H[SHFWDWLRQV�RI�GLVFUHWH�H[FKDQJH� UDWH�FKDQJHV�WKDW�PLJKW� GHVWDELOL]H� WKH�PDUNHWV�� � $� WKLUG ZDV� WR� JLYH� VRPH� VFRSH� IRU� DQ� LQGHSHQGHQW�PRQHWDU\�SROLF\��WR�EH�XVHG�IRU�DQWL�F\FOLFDO�SXUSRVHV�ZKHQ�D�FRXQWU\�IRXQG�LWV�F\FOH�RXW�RI�V\QF� ZLWK� WKH� ZRUOG� QRUP�� � 7KH� IRXUWK� ZDV� WR� KHOS� D� FRXQWU\� FRSH� ZLWK� VWURQJ� EXW�WHPSRUDU\�FDSLWDO�LQIORZV�� $V�ORQJ�DV�D�EDQG�LV��HYHQ�SDUWLDOO\��FUHGLEOH��DUELWUDJHXUV�ZLOO�DOORZ� IRU� WKH� H[SHFWHG� UHYHUVLRQ� RI� WKH� H[FKDQJH� UDWH� WRZDUG� LWV� SDULW\�� DQG� GHGXFW� DQ�DSSURSULDWH�GLVFRXQW�IURP��RU�DGG�DQ�DSSURSULDWH�SUHPLXP�WR��WKH�ORFDO�FXUUHQF\�\LHOG�ZKHQ�WKH\� FRPSDUH� WKHLU� H[SHFWHG� UHWXUQ� IURP� PRYLQJ� IXQGV� LQ� ZLWK� IRUHLJQ� \LHOGV� WR� GHFLGH�ZKHWKHU�WR�SODFH�IXQGV�LQ�WKH�FRXQWU\���0RUHRYHU��LQYHVWRUV�LQ�WKH�WUDGDEOH�JRRGV�LQGXVWULHV�PD\� WHQG� WR� ORRN� DW� WKH� SDULW\� UDWKHU� WKDQ� WKH�PDUNHW� UDWH�ZKHQ� DVVHVVLQJ�ZKHWKHU� WR� JR�DKHDG�ZLWK�SRWHQWLDO�LQYHVWPHQW�SURMHFWV��LPSO\LQJ�WKDW�D�JLYHQ�GHYLDWLRQ�IURP�HTXLOLEULXP�ZLOO�KDYH�OHVV�HIIHFW�LQ�GLVWRUWLQJ�LQYHVWPHQW�GHFLVLRQV�7KH�ILQDO�HOHPHQW�RI�WKH�%%&�IRUPXOD�LV�WKH�FUDZO���7KLV�LV�PRVW�RIWHQ�XVHG�ZLWK�D�YLHZ�WR�QHXWUDOL]LQJ�GLIIHUHQWLDO�LQIODWLRQ���,W�FDQ�DOVR�EH�XVHG�WR�VWHHU�LQIODWLRQ�GRZQ�RYHU�WLPH��DV� ZDV� GRQH� LQ� ,VUDHO�� WKRXJK� WKLV� FRXOG� UXQ� WKH� ULVN� RI� XQGHUPLQLQJ� FRPSHWLWLYHQHVV� LI�SXUVXHG� WRR� GRJPDWLFDOO\� �DV� KDSSHQHG� LQ� 5XVVLD��� � $� FUDZO� FDQ� DOVR� EH� DGMXVWHG� LQ� D�TXLFNO\�PRGHUQL]LQJ� HFRQRP\� LQ� RUGHU� WR� UHIOHFW� DQ� H[SHFWDWLRQ� RI� %DODVVD�6DPXHOVRQ�
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SURGXFWLYLW\�ELDV� DQG�DFFRPSOLVK�WKH�UHDO�DSSUHFLDWLRQ�WKDW�VXFK�DQ�HFRQRP\�UHTXLUHV�RYHU�WLPH� LQ� RUGHU� WR� PDLQWDLQ� HTXLOLEULXP�� � )LQDOO\�� WKH� UDWH� RI� FUDZO� FDQ� EH� FKDQJHG�� RU�RFFDVLRQDO�VPDOO�SDULW\�DGMXVWPHQWV�FDQ�EH�VXSHULPSRVHG�RQ�WKH�UHJXODU�FUDZO��LQ�RUGHU�WR�IDFLOLWDWH�QHHGHG�UHDO�DGMXVWPHQW�$W�WKH�WLPH�RI�P\������VWXG\�,�ZDV�TXLWH�RSWLPLVWLF�WKDW�WKLV�%%&�UHJLPH�ZDV�ZRUNLQJ�ZHOO�DQG�VSUHDGLQJ�UDSLGO\���1RW�RQO\�KDG�&KLOH��&RORPELD��DQG�,VUDHO�RSHUDWHG�WKH�UHJLPH�ZLWK�DSSDUHQW�VXFFHVV�IRU�PRUH�WKDQ���\HDUV��EXW�LW�KDG�DOVR�EHHQ�DGRSWHG�E\�D�QXPEHU�RI�RWKHU� FRXQWULHV� LQFOXGLQJ� (FXDGRU�� ,QGRQHVLD�� 3RODQG�� DQG� 5XVVLD�� � 6LQFH� WKHQ� (FXDGRU��ZKLFK� LV� GROODUL]LQJ��� ,QGRQHVLD�� DQG�5XVVLD�KDYH EHHQ� IRUFHG�E\�FULVHV� WR�DEDQGRQ� WKHLU�EDQGV��&KLOH�DQG�&RORPELD�DEDQGRQHG�WKHLU�EDQGV�YROXQWDULO\��DQG�,VUDHO�DQG�3RODQG�KDYH�ZLGHQHG� WKHLU�EDQGV� WR� WKH�SRLQW�ZKHUH� WKH\�DUH�FORVH� WR�GH� IDFWR� IORDWLQJ�� �7KH�FRXQWULHV�WKDW� UHPDLQ� ZLWK� VRPH� VRUW� RI� %%&� DUUDQJHPHQW� DUH� OLPLWHG� WR� +RQGXUDV�� +XQJDU\�� 6UL�/DQND�� 8UXJXD\�� DQG� SHUKDSV� 9HQH]XHOD�� SOXV� D� FRXQWU\� WKDW� ERDVWV� RI� KDYLQJ� D� %%&�UHJLPH�EXW�GRHV�QRW�SXEOLVK� WKH�SDUDPHWHUV��QDPHO\�6LQJDSRUH�� �+HQFH� WKH�SODXVLELOLW\�RI�WKH�VWRU\�RI�WKH�YDQLVKLQJ�LQWHUPHGLDWH�UHJLPHV�
,,,��5HYHDOHG�3UHIHUHQFH
,W� LV� LQGHHG� WUXH� WKDW� TXLWH� D� QXPEHU� RI� FRXQWULHV�� LQFOXGLQJ� %UD]LO�� &KLOH�� &RORPELD��,QGRQHVLD�� .RUHD�� 5XVVLD�� DQG� 7KDLODQG�� KDYH� DQQRXQFHG� VLQFH� WKH�$VLDQ� FULVLV� WKDW� WKH\�ZHUH�JRLQJ�WR�DOORZ�WKHLU�H[FKDQJH�UDWHV�WR IORDW���%XW�WZR�UHFHQW�DFDGHPLF�VWXGLHV�TXHVWLRQ�ZKHWKHU�WKHVH�GHFODUDWLRQV�UHIOHFW�SROLF\�UHDOLWLHV�7KH� ILUVW� RI� WKHVH� WZR� SDSHUV� LV� E\� &DOYR� DQG� 5HLQKDUW� �����D��� ZKR� DQDO\]H� WKH�EHKDYLRU�RI�H[FKDQJH�UDWHV��UHVHUYHV�� WKH�PRQHWDU\�EDVH��DQG�LQWHUHVW�UDWHV� LQ�D�QXPEHU�RI�FRXQWULHV�WKDW�GHVFULEH�WKHLU�H[FKDQJH�UDWH�UHJLPH�DV�RQH�RI�IORDWLQJ���7KH\�WDNH�WKH�8QLWHG�6WDWHV� DQG� -DSDQ� DV� SURYLGLQJ� D� FDOLEUDWLRQ� RI� ZKDW� PD\� EH� H[SHFWHG� LQ� WHUPV� RI� WKH�YRODWLOLW\�RI�WKHVH�YDULDEOHV�XQGHU�IORDWLQJ�UDWHV���7KH�ILUVW�WZR�URZV�RI�7DEOH���VKRZ�VRPH�RI�WKHLU�PHDVXUHV�RI�YRODWLOLW\�IRU�WKH�8QLWHG�6WDWHV�DQG�-DSDQ�UHVSHFWLYHO\�� 7KH�QH[W�HLJKW�
� 6HH�%DODVVD��������DQG�6DPXHOVRQ����������&KLOH�EXLOW�D���SHUFHQW�SHU�DQQXP�UHDO�DSSUHFLDWLRQ�WR�UHIOHFW�WKLV�IDFWRU�LQWR�WKH�IRUPXOD�IRU�LWV�FUDZO�IURP������WR������� 7KH�8�6��H[FKDQJH�UDWH�LV�WDNHQ�DV�WKH�GROODU�GHXWVFKHPDUN�UDWH�� 7KH\�FDOFXODWH�RWKHU�PHDVXUHV�DV�ZHOO��H�J��IRU�WKH�SUREDELOLW\�RI�PRQWKO\�FKDQJHV�LQ�WKH�ILUVW�WKUHH�YDULDEOHV�IDOOLQJ� ZLWKLQ� D� UDQJH� RI� ��� ���� SHUFHQW� UDWKHU� WKDQ� ��� �� SHUFHQW�� EXW� WKH� JHQHUDO� SLFWXUH� LV� QRW� JUHDWO\�FKDQJHG�E\�H[DPLQLQJ�DQ\�RI�WKHVH�RWKHU�PHDVXUHV�
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URZV�VKRZ�WKH�HTXLYDOHQW�ILJXUHV�IRU�HLJKW�HPHUJLQJ�PDUNHW�FRXQWULHV�WKDW�GHVFULEH�WKHLU�UHJLPH�DV� IORDWLQJ�� � 7KUHH� RI� WKHVH� GHVFULEH� WKHLU� IORDW� DV� EHLQJ� PDQDJHG�� ZKLOH� ILYH� GHVFULEH�WKHPVHOYHV�DV�LQGHSHQGHQWO\�IORDWLQJ���7KH�ODVW�URZ�VKRZV�WKH�HTXLYDOHQW�ILJXUHV�IRU�7KDLODQG��D�FRXQWU\� WKDW�GHVFULEHG� LWVHOI�DV� IL[LQJ� LWV�H[FKDQJH�UDWH�SULRU� WR� WKH�(DVW�$VLDQ�FULVLV�� � �,W�ZDV�IL[HG�WR�D�GROODU�GRPLQDWHG�EDVNHW�IRU�WKH�ODWHU�SDUW�RI�WKH�SHULRG�EHLQJ�DQDO\]HG��
7DEOH����0HDVXUHV�RI�9RODWLOLW\�LQ�&RXQWULHV�ZLWK�)ORDWLQJ�([FKDQJH�5DWHV3UREDELOLW\�RI�PRQWKO\�FKDQJHVZLWKLQ���� ��SHUFHQW�LQ�WKH�&RXQWU\ 5HJLPH'HVFULSWLRQ

([FKDQJH�5DWH )RUHLJQ�([FKDQJH�5HVHUYHV 0RQHWDU\�%DVH
3UREDELOLW\�RI�PRQWKO\�FKDQJH�LQ�LQWHUHVW�UDWH�EHLQJ�������EDVLV�SRLQWV8QLWHG�6WDWHV����������� )ORDW ����� ���� ���� ����-DSDQ����������� )ORDW ���� ���� ���� ����,QGLD����������� )ORDW ���� ���� ���� ���.RUHD����������� 0JG�)ORDW ���� ���� ���� ����0DOD\VLD����������� 0JG��)ORDW ���� ���� ���� ����0H[LFR����������� )ORDW ���� ���� ��� ���3HUX����������� )ORDW ���� ���� ���� ����6RXWK�$IULFD����������� )ORDW ���� ��� ���� ����7XUNH\����������� 0JG��)ORDW ���� ���� ���� ���8JDQGD����������� )ORDW ���� ���� ���� ����7KDLODQG����������� )L[ ���� ���� ���� ����6RXUFH��&DOYR�DQG�5HLQKDUW������D��1RWH��������'0�GROODU

,W� FDQ�EH� VHHQ� WKDW�PRVW�RI� WKH�HPHUJLQJ�PDUNHW�FRXQWULHV�ZLWK� UDWHV�GHVFULEHG�DV� IORDWLQJ�KDG�PRUH�YRODWLOLW\�WKDQ�IL[HG�UDWH�7KDLODQG�EXW�OHVV�YRODWLOLW\�WKDQ�WKH�8QLWHG�6WDWHV�DQG�-DSDQ�����,QGLD�DQG�.RUHD�DUH�FORVHU� WR�7KDLODQG� WKDQ� WR� WKH�EHQFKPDUN�IORDWHUV��ZKLOH�0DOD\VLD��3HUX��DQG�8JDQGD�DUH�LQWHUPHGLDWH���0H[LFR�DQG�6RXWK�$IULFD�KDYH�YRODWLOLW\�VLPLODU�WR�WKDW�RI�-DSDQ���7XUNH\��ZKLFK�GHVFULEHV�LWV�UHJLPH�DV�D�³PDQDJHG�IORDW´��DFWXDOO\�KDG�HYHQ�PRUH�YRODWLOLW\�WKDQ�WKH�8QLWHG�6WDWHV�� �7KHVH�UHVXOWV�VKRZ�QR�REYLRXV�UHODWLRQVKLS�EHWZHHQ�YRODWLOLW\�DQG�ZKHWKHU�RU�QRW�D�FRXQWU\�FODLPV�WR�PDQDJH�LWV�IORDW�2EVHUYHG� YRODWLOLW\� ZLOO� GHSHQG� QRW�PHUHO\� RQ� D� FRXQWU\¶V� SROLFLHV�� DV� VXSSRVHGO\�GHVFULEHG� E\� LWV� H[FKDQJH�UDWH� UHJLPH�� EXW� DOVR� RQ� WKH� VKRFNV� WR� ZKLFK� LW� LV� VXEMHFW���&DOYR�DQG�5HLQKDUW� WKHUHIRUH�PHDVXUH�DOVR� WKH�YRODWLOLW\�RI�IRUHLJQ�H[FKDQJH�UHVHUYHV��WR�PHDVXUH�WKH�H[WHQW�WR�ZKLFK�D�FRXQWU\�LQWHUYHQHV�LQ�WKH�PDUNHW�WR�OLPLW�PRYHPHQWV�LQ�
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LWV� H[FKDQJH� UDWH�� � 2QH� ZRXOG� H[SHFW� WKH� 8QLWHG� 6WDWHV� WR� KDYH� DEQRUPDOO\� KLJK�YRODWLOLW\�RQ�WKLV�PHDVXUH��LQDVPXFK�DV�LWV�UHVHUYHV�DUH�YHU\�PRGHVW�UHODWLYH�WR�DQ\�RWKHU�UHOHYDQW�PDJQLWXGH���1RQHWKHOHVV��8�6��UHVHUYHV�DUH�DFWXDOO\�OHVV�YRODWLOH�WKDQ�WKRVH�RI�DQ\� RWKHU� FRXQWU\� LQ� WKH� WDEOH� H[FHSW� -DSDQ� DQG�0DOD\VLD�� � )LYH� RI� WKH� HLJKW� IORDWHUV��LQFOXGLQJ� WKUHH�RI� WKH� ILYH� LQGHSHQGHQW� IORDWHUV�� DFWXDOO\� VKRZ�PRUH� UHVHUYH�YRODWLOLW\�WKDQ�IL[HG�UDWH�7KDLODQG�&RXQWULHV�PD\�DOVR�VHHN�WR�PDQDJH�WKHLU�H[FKDQJH�UDWH�E\�GLUHFWLQJ�PRQHWDU\�SROLF\�WR� WKDW� HQG�� � 7KLV� ZRXOG� UHVXOW� LQ� D� KLJK� GHJUHH� RI� YRODWLOLW\� LQ� WKHLU� PRQHWDU\� EDVH�DQG�RU WKHLU�LQWHUHVW�UDWH��L�H��LQ�ORZ�QXPEHUV�LQ�WKH�ODVW�WZR�FROXPQV�RI�7DEOH�����$OO�WKH�HPHUJLQJ�PDUNHW�FRXQWULHV�H[FHSW�6RXWK�$IULFD�VKRZ�PRUH�YRODWLOLW\�LQ�WKHLU�PRQHWDU\�EDVH� WKDQ� WKH� 8QLWHG� 6WDWHV�� DOWKRXJK� ,QGLD�� 0DOD\VLD�� DQG� 3HUX� DOVR� VKRZ� OHVV� WKDQ�-DSDQ��ZLWK�7KDLODQG�TXLWH�FORVH�DV�ZHOO����,Q�WHUPV�RI�LQWHUHVW�UDWH�YRODWLOLW\��KRZHYHU��RQO\�0DOD\VLD�LV�DW�DOO�FRPSDUDEOH�WR�WKH�EHQFKPDUN�IORDWHUV�2YHUDOO��WKHVH�UHVXOWV�VXJJHVW�WKDW�IHZ�RI�WKH�HPHUJLQJ�PDUNHW�FRXQWULHV�WKDW�GHVFULEH�WKHPVHOYHV�DV�KDYLQJ�IORDWLQJ�H[FKDQJH�UDWHV�DUH�FRQWHQW�WR�DOORZ�WKHLU�UDWHV�WR�IORDW�DV�IUHHO\�DV� WKH�8QLWHG�6WDWHV�RU�-DSDQ�GR�� �0DOD\VLD�DSSHDUV� �SULRU� WR� LWV�IL[� LQ�������WR�KDYH�GRQH�WKH�OHDVW�LQ�WHUPV�RI�LQWHUYHQLQJ�RU�DGMXVWLQJ�PRQHWDU\�SROLF\�WR�VWDELOL]H�LWV�H[FKDQJH�UDWH��EXW�WKH�IDFW�WKDW�WKH�YRODWLOLW\�RI�LWV�H[FKDQJH�UDWH�LV�VR�PXFK�OHVV�WKDQ�LQ�WKH� 86� RU� -DSDQHVH� FDVHV� VXJJHVWV� WKDW� LW� PD\� VLPSO\� EH� VXEMHFW� WR� IHZHU� VKRFNV���7XUNH\�LV�DW�WKH�RWKHU�H[WUHPH��LWV�H[FKDQJH�UDWH�KDV�EHHQ�YHU\�YRODWLOH��EXW�VR�KDYH�LWV�RWKHU� SROLFLHV�� VXJJHVWLQJ� WKDW� LW� KDV� VXIIHUHG� HLWKHU� VWURQJ� VKRFNV� RU� IUHQHWLF�SROLF\PDNHUV�� � 7KH� RWKHU� HPHUJLQJ� PDUNHWV� DOO� VKRZ� HYLGHQFH� RI� KDYLQJ� XVHG� HLWKHU�LQWHUYHQWLRQ�RU�PRQHWDU\�SROLF\�RU�ERWK� LQ�RUGHU� WR� OLPLW� H[FKDQJH� UDWH�YRODWLOLW\�� ,Q�WKH�SKUDVH�RI�&DOYR�DQG�5HLQKDUW��WKH\�H[KLELW�³IHDU�RI�IORDWLQJ´�
� 7KH�0H[LFDQV�DUJXH�WKDW�WKHLU�PRQHWDU\�SROLF\�LV�JXLGHG�QRW�E\�D�FRQFHUQ�WR�PDQDJH�WKH�H[FKDQJH�UDWH��EXW�E\�WKHLU�LQIODWLRQ�WDUJHW���$�GHSUHFLDWLRQ�RI�WKH�SHVR�WKUHDWHQV�WR�LQFUHDVH�LQIODWLRQ��ZKLFK�FDXVHV�WKHP�WR�UDLVH�LQWHUHVW�UDWHV��2UWL]�DQG�&DUVWHQV���������,W�LV�QRW�FOHDU��KRZHYHU��KRZ�WKLV�FDQ�H[SODLQ�WKH�UHVHUYH�YRODWLOLW\�DV�ZHOO�DV�WKH�YRODWLOLW\�LQ�EDVH�PRQH\�DQG�LQWHUHVW�UDWHV�
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7KH� VHFRQG�RI� WKH� WZR�SDSHUV� LV� E\�0F.LQQRQ� ��������ZKR� IRFXVHV�H[FOXVLYHO\�RQ�(DVW�$VLD�� �+H�H[DPLQHV� WKH�H[WHQW� WR�ZKLFK�GDLO\�FKDQJHV� LQ� WKH�H[FKDQJH�UDWHV�RI���(DVW�$VLDQ�FXUUHQFLHV�YLV�j�YLV�WKH�6ZLVV�IUDQF�FDQ�EH�H[SODLQHG�E\�FKDQJHV�RI�HDFK�RI�WKH� WKUHH�PDLQ�FXUUHQFLHV� �GROODU��\HQ��DQG�'0�� LQ� WHUPV�RI� WKH�6ZLVV� IUDQF��ZKLFK� LV�LQWHQGHG�WR�EH�D�QHXWUDO�QXPHUDLUH����+H�VKRZV��VHH�7DEOH����WKDW�SULRU�WR�WKH�(DVW�$VLDQ�FULVLV� WKH� PRYHPHQWV� RI� HDFK� (DVW� $VLDQ� FXUUHQF\� �UHODWLYH� WR� WKH� QXPHUDLUH�� ZHUH�GRPLQDWHG��ZLWK�5�VTXDUHV�JHQHUDOO\�RYHU������E\�WKH�PRYHPHQWV�RI�WKH�GROODU��UHODWLYH�WR�WKH�QXPHUDLUH���L�H���WKDW�WKH�FXUUHQFLHV�ZHUH�HIIHFWLYHO\�SHJJHG�WR�WKH�GROODU��DV�ZDV�LQGHHG� ZLGHO\� VXUPLVHG�� � +H� JRHV� RQ� WR� H[DPLQH� WKH� VLWXDWLRQ� GXULQJ� WKH� FULVLV�� DQG�ILQGV� WKDW� DOO� WKH� FXUUHQFLHV� H[FHSW� WKH� &KLQHVH� UHQPLQEL� DQG� WKH� +RQJ� .RQJ� GROODU�ZHUH�JHQXLQHO\�IORDWLQJ��ZLWK�RQO\�D�PRGHVW�SDUW�RI�WKHLU�GDLO\�PRYHPHQWV�H[SODLQHG�E\�FKDQJHV� LQ� WKH GROODU� GXULQJ� WKDW� SHULRG�� � 7KH� UHDOO\� LQWHUHVWLQJ� ILQGLQJ� FRQFHUQV� WKH�SRVW�FULVLV� SHULRG�� IURP� -DQXDU\� ����� WR� 0D\� RI� ������ � ,W� WXUQV� RXW� WKDW� QRW� RQO\�0DOD\VLD��ZKLFK�IRUPDOO\�SHJJHG�WR�WKH�GROODU�LQ�6HSWHPEHU�������EXW�ILYH�RI�WKH�RWKHU�(DVW�$VLDQ�FXUUHQFLHV�H[DPLQHG�±±DOO�H[FHSW� ,QGRQHVLD±± KDYH�UHYHUWHG� WR�D�SROLF\�RI�HVVHQWLDOO\�SHJJLQJ�WR�WKH�GROODU��ZLWK�5�VTXDUHV�RI�RYHU������XS�WR�DOPRVW������D�UHVXOW�VWDWLVWLFDOO\�LQGLVWLQJXLVKDEOH�IURP�WKH�VLWXDWLRQ�SULRU�WR�WKH�FULVLV��
7DEOH����7KH�(YROXWLRQRI�'ROODU�3HJJLQJ�LQ�(DVW�$VLD�����������
&RXQWU\ 3UH�&ULVLV�3HULRG &ULVLV�3HULRG 3RVW�&ULVLV�3HULRG86'�&RHIILFLHQW 6�(� 5�6TXDUH 86'�&RHIILFLHQW 6�(� 5�6TXDUH 86'�&RHIILFLHQW 6�(� 5�6TXDUH
&KLQD ����� ����� ����� ����� ����� ����� ����� ����� �����+RQJ�.RQJ ����� ����� ����� ����� ����� ����� ����� ����� �����,QGRQHVLD ����� ����� ����� ����� ����� ����� ����� ����� �����.RUHD ����� ����� ����� ����� ����� ����� ����� ����� �����0DOD\VLD ����� ����� ����� ����� ����� ����� ����� ����� �����3KLOLSSLQHV ����� ����� ����� ����� ����� ����� ����� ����� �����6LQJDSRUH ����� ����� ����� ����� ����� ����� ����� ����� �����7KDLODQG ����� ����� ����� ����� ����� ����� ����� ����� �����7DLZDQ ����� ����� ����� ����� ����� ����� ����� ����� �����1RWHV��3UH�FULVLV�SHULRG�LV�-DQ�������0D\�������&ULVLV�SHULRG�LV�-XQH������'HF��������3RVW�FULVLV�SHULRG�LV�-DQ�������0D\�����6RXUFH��0F.LQQRQ��������7DEOHV�����
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7KHVH� UHVXOWV� VWURQJO\� VXJJHVW� WKDW� PRVW� HPHUJLQJ�PDUNHW� FRXQWULHV ±±HVSHFLDOO\� WKRVH� LQ�(DVW�$VLD±± DUH�UHOXFWDQW�IORDWHUV���7KHLU�UHYHDOHG�SUHIHUHQFH�LV�IRU�D�UHJLPH�WKDW�FDQ�DW�PRVW�EH�GHVFULEHG� DV�RQH�RI�KHDYLO\�PDQDJHG� IORDWLQJ�� �7KH\�GHVFULEH� WKHPVHOYHV�DV� IORDWLQJ�EHFDXVH�WKDW� LV�ZKDW� WKH� ,0)�ZDQWV� WR�KHDU��EXW� WKH\�GR�QRW�SUDFWLFH�IORDWLQJ�LQ�D�IRUP�WKDW�ZRXOG�EH�DSSURYHG�E\�WKH�DGYRFDWHV�RI�WKH�WZR�FRUQHUV�V\VWHP�
,9��([SODLQLQJ�%HKDYLRU
:K\� PLJKW� HPHUJLQJ� PDUNHW� SROLF\PDNHUV� KDYH� VXFK� D� SUHIHUHQFH"� � 'R� WKH\� QRW�XQGHUVWDQG�WKH�DUJXPHQWV�RI�D�FOHDU�SROLF\�DVVLJQPHQW�DQG�RI�OHVVHU�YXOQHUDELOLW\�WR�FULVHV�WKDW� KDYH� OHG� :HVWHUQ� HFRQRPLVWV� WR� WHOO� WKHP� WKH\� VKRXOG� JR� WR� RQH� RI� WKH� WZR� FRUQHU�VROXWLRQV"7KHUH�LV�DQRWKHU�K\SRWKHVLV��EHVLGH�D�ODFN�RI�LQWHOOHFWXDO�XQGHUVWDQGLQJ��WKDW�FDQ�H[SODLQ�WKHLU� UHYHDOHG�SUHIHUHQFH�� WKDW� WKH\�GR�QRW� OLNH�KRZ� WKH\�VHH� IORDWLQJ� UDWHV�EHKDYH�� �7KH\�VHH�WKH�J\UDWLRQV�DPRQJ�WKH�GROODU��HXUR��\HQ��DQG�SRXQG��DQG�ZLVK�WR�DYRLG�EHLQJ�VXEMHFWHG�WR� VLPLODU� SUHVVXUHV�� � 7KH\� VDZ� KRZ� WKH�PDUNHW� XQGHUYDOXHG� WKHLU� RZQ� FXUUHQFLHV�ZKHQ�WKH\�DOORZHG� WKHVH�WR�IORDW�GXULQJ�WKH�FULVLV��DQG�IHDU� WKDW� WKH\�PD\�ZHOO�RYHUVKRRW�RQ�WKH�XSVLGH� DV� UHFRYHU\� SURFHHGV�� � ,Q� RWKHU� ZRUGV�� SHUKDSV� WKH\� VHH� JDLQV� LQ� DQ� LQWHUPHGLDWH�UHJLPH� WKDW� WKH\�EHOLHYH�RXWZHLJK� WKH�FRVWV� LQ� WHUPV�RI�JUHDWHU�YXOQHUDELOLW\� WR�FULVHV�DQG�KDYLQJ� OHVV�VLPSOH�SROLF\�UXOHV� WR� IROORZ�� �3HUKDSV� LW� LV�:HVWHUQ�HFRQRPLVWV�ZKR�GHVHUYH�FHQVXUH� IRU� KDYLQJ� LJQRUHG� WKH� FRVWV� RI� JRLQJ� WR� WKH� WZR� FRUQHUV�� UDWKHU� WKDQ� HPHUJLQJ�PDUNHW�SROLF\PDNHUV�ZKR�DUH�EHLQJ�REWXVH�:KDW�,�KDYH�DOZD\V�UHJDUGHG�DV�WKH�SULPDU\�EHQHILW�RI�DQ�LQWHUPHGLDWH�UHJLPH�LV�WKDW�LW�DOORZV�SROLF\�WR�EH�GLUHFWHG�WR� OLPLWLQJ�PLVDOLJQPHQWV��ZKLFK�LV�VRPHWKLQJ�WKDW�FDQQRW�EH�FODLPHG�E\�HLWKHU�RI�WKH�FRUQHUV���)L[HG�UDWHV�DOORZHG�FXUUHQFLHV�WR�EHFRPH�RYHUYDOXHG�DV�D�UHVXOW�RI�KLJKHU�LQIODWLRQ�WKDQ�DEURDG��RU�RFFDVLRQDOO\�XQGHUYDOXHG�WKURXJK�EHWWHU�VXFFHVV�LQ�FRQWUROOLQJ�LQIODWLRQ�� LQ� WKH�GD\V�RI�%UHWWRQ�:RRGV���)ORDWLQJ�UDWHV�KDYH�RIWHQ�OHG�WR�HYHQ�PRUH�SURQRXQFHG�PLVDOLJQPHQWV��DV�FXUUHQFLHV�KDYH�ORVW�WRXFK�ZLWK�WKH�IXQGDPHQWDOV��WKLQN�RI�VWHUOLQJ�LQ�������WKH�GROODU�LQ�������WKH�\HQ�LQ�������RU�WKH�HXUR�WRGD\�IRU�D�IHZ�RI�WKH�PRVW� GUDPDWLF� H[DPSOHV�� � 6XFK� PLVDOLJQPHQWV� DUH� GDPDJLQJ�� RYHUYDOXDWLRQV� GHVWUR\�WUDGDEOH� JRRG� LQGXVWULHV�� XQGHUYDOXDWLRQV� FDXVH� VWDJIODWLRQ�� � 7KH� SDUWLFXODU� GDQJHU WKDW�ZRUULHV�PH�DERXW� WKH�FXUUHQW�DWWHPSW� WR� LPSRVH� IORDWLQJ�RQ�HPHUJLQJ�PDUNHWV� LV� WKDW� WKLV�
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ZLOO�SUHYHQW�WKHP�IURP�PDLQWDLQLQJ�FRPSHWLWLYH�H[FKDQJH�UDWHV��ZKLFK�PRVW�DQDO\VWV�KDYH�MXGJHG�ZHUH�D�NH\�SUHFRQGLWLRQ�IRU�WKH�VXFFHVV�RI�WKH�H[SRUW�RULHQWHG�VWUDWHJLHV�RI�WKH�(DVW�$VLDQ�FRXQWULHV�GXULQJ�WKH�GHFDGHV�RI�WKH�0LUDFOH���&DOYR�DQG�5HLQKDUW� �����E��RIIHU�D� ORQJHU� OLVW�RI� UHDVRQV�DV� WR�ZK\�HPHUJLQJ�PDUNHWV�PD\� EH� XQZLVH� WR� IORDW�� HYHQ� LI� RQH� EHOLHYHV� WKDW� IORDWLQJ� LV� D� JRRG� FKRLFH� IRU� LQGXVWULDO�FRXQWULHV�� � 'HYDOXDWLRQ� LV� W\SLFDOO\� FRQWUDFWLRQDU\� LQ� HPHUJLQJ�PDUNHWV� LQ� WKH� VKRUW� UXQ��ZKLFK� LV� OHVV� OLNHO\� WR� EH� WUXH� LQ� LQGXVWULDO� FRXQWULHV�� � ([FKDQJH� UDWH� YRODWLOLW\� LV� PRUH�GDPDJLQJ�WR�H[SRUW�SHUIRUPDQFH���7KH�SDVV�WKURXJK�IURP�GHYDOXDWLRQ�WR�DQ�DFFHOHUDWLRQ�LQ�LQIODWLRQ� LV� W\SLFDOO\� ODUJHU�� �0DQ\� HPHUJLQJ�PDUNHWV� �HVSHFLDOO\� LQ� /DWLQ�$PHULFD�� KDYH�ODUJH� GROODU�GHQRPLQDWHG� OLDELOLWLHV�� ZKRVH� GRPHVWLF� FXUUHQF\� YDOXH� LV� LQIODWHG� E\�GHYDOXDWLRQ��HURGLQJ�QHW�ZRUWK�LQ�WKH�ILQDQFLDO�DQG�FRUSRUDWH�VHFWRUV��DQG�LQ H[WUHPH�FDVHV��DV� LQ�(DVW�$VLD�� LQIOLFWLQJ�ZLGHVSUHDG�EDQNUXSWF\�� �$OO� WKHVH�VW\OL]HG�IDFWV�DUH�FRQILUPHG�HPSLULFDOO\�LQ�WKHLU�SDSHU���*LYHQ�WKH�UDQGRP�EHKDYLRU�WKDW�ZH�NQRZ�JRYHUQV�WKH�EHKDYLRU�RI�D�IORDWLQJ�H[FKDQJH�UDWH��0HHVH�DQG�5RJRII��������WKHUH�ZRXOG�VHHP�WR�EH�D�VWURQJ�FDVH�IRU�VHHNLQJ�DQ�DOWHUQDWLYH�UHJLPH��$� UHFHQW� DUWLFOH� LQ� WKH�:DOO� 6WUHHW� -RXUQDO �0DOSDVV� ������ DUJXHG� WKDW�%UD]LO¶V� UHFHQW�HFRQRPLF�SURJUHVV�FDQ�EH�DWWULEXWHG�WR�DQ�DFW�RI�XQVWHULOL]HG�LQWHUYHQWLRQ�LQ�2FWREHU������ZKLFK�DUUHVWHG�WKH�VOLGH�RI�WKH�UHDO DQG�FUHDWHG�WKH�FRQGLWLRQV�IRU�LQIODWLRQ�DQG�VXEVHTXHQWO\�LQWHUHVW�UDWHV�WR�GHFOLQH��WKH�ODWWHU�WR�WKH�ORZHVW�OHYHO�IRU�PDQ\�\HDUV����7KH�&HQWUDO�%DQN�RI�%UD]LO� H[SODLQV� WKDW� DFW� RI� LQWHUYHQWLRQ� DV� KDYLQJ� EHHQ� D� RQH�RII� RSHUDWLRQ� GHVLJQHG� WR�UHDVVXUH�QHUYRXV�LQYHVWRUV�WKDW�<�.�ZDV�QRW�JRLQJ�WR�GHPROLVK�WKH�%UD]LOLDQ�HFRQRP\���,W�LV�GRXEWIXO� WKDW� LV�DQ�DFFXUDWH�GHVFULSWLRQ�RI� WKH�FRQFHUQV�WKDW�PRWLYDWHG�WKH�LQWHUYHQWLRQ��EXW��LI�WKH�DOWHUQDWLYH�ZRXOG�LQGHHG�KDYH�EHHQ�D�FRQWLQXLQJ�HXUR�OLNH�VOLGH�RI�WKH�UHDO��RQH�KDV�WR�EH�WKDQNIXO�WKDW�WKH�&HQWUDO�%DQN�RI�%UD]LO�IRXQG�D�SUHWH[W�IRU�EUHDNLQJ�LWV�SUDFWLFH�RI�QRW�LQWHUYHQLQJ�,Q�DGGLWLRQ� WR� WKH�QHHG� WR� UHFRJQL]H� WKDW� LQWHUPHGLDWH� UHJLPHV�RIIHU�EHQHILWV�DV�ZHOO�DV�FRVWV�� D� FULWLF� RI� WKH� QHZ� RUWKRGR[\� FDQ� DOVR� DUJXH� WKDW� LWV� SURSRQHQWV� DUH� FODLPLQJ� WRR�PXFK�ZKHQ�WKH\�LPSO\�WKDW�WKH�FRUQHUV�DUH�LQYXOQHUDEOH�WR�FULVHV���&RQVLGHU�ILUVW�WKH�FDVH�RI�D�FXUUHQF\�ERDUG���$�FXUUHQF\�ERDUG�DOZD\V�KDV�HQRXJK�UHVHUYHV�WR�FRYHU�0���WKH�PRQHWDU\�
� &DOYR��DW�OHDVW��EHOLHYHV�WKDW�WKH�EHVW�VXFK�DOWHUQDWLYH�LV�WKH�RWKHU�FRUQHU��QDPHO\�D�IL[HG�H[FKDQJH�UDWH��VHH�H�J��&DOYR����������,�SUHVXPH�WKDW�WKH�VWDQGDUG�FULWLTXH�RI�IL[HG�H[FKDQJH�UDWHV�ZLOO�EH�SUHVHQWHG�LQ�WKH�SDSHU�RI�$QGUHV�9HODVFR�WR�WKLV�FRQIHUHQFH�
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EDVH�� �%XW� IRUHLJQ�H[FKDQJH�UHVHUYHV�HTXDO� WR�0��DUH�QRW�HQRXJK�WR�FRYHU�DOO�RI�0���DQG�WKHUHIRUH� WKH\� DUH� QRW� ODUJH� HQRXJK� WR� FRYHU� DOO� SRWHQWLDO� GHPDQGV� LQ� WKH� HYHQW� RI� D�FDWDVWURSKLF�ORVV�RI�FRQILGHQFH�WKDW�UHVXOWV�LQ�FDSLWDO�IOLJKW���6LQFH�D�IDLOXUH�WR�FRQYHUW 0��LQWR�0��RQ�GHPDQG�ZRXOG�FRQVWLWXWH�D�PRQHWDU\�FULVLV�HYHQ�PRUH�VHYHUH�WKDQ�D�IDLOXUH�WR�FRQYHUW�0��RQ�GHPDQG�LQWR�GROODUV��LW�LV�ZURQJ�WR�EHOLHYH�WKDW�D�IRUHLJQ�UHVHUYH�DW�OHDVW�WKH�VL]H�RI�0��PDNHV�D�FULVLV�LPSRVVLEOH���6R� IDU� VXFK� D� FULVLV� KDV� QRW� KDSSHQHG�� � &XUUHQF\� ERDUGV� KDYH� DOORZHG� D� UXQ� RQ� WKH�FXUUHQF\� WR� UDLVH� LQWHUHVW� UDWHV�� ZKLFK� SURYLGHV� DQ� DXWRPDWLF� VWDELOL]LQJ� IHHGEDFN� WKDW�GLVFRXUDJHV�IXUWKHU�ZLWKGUDZDOV���%XW�WKDW�PHFKDQLVP�ZRUNV�RQO\�DV�ORQJ�DV�WKH�SXEOLF�KDV�FRQILGHQFH� WKDW� WKH�H[FKDQJH�UDWH�ZLOO�EH�VXVWDLQHG�� � ,I�DQG�ZKHQ�VRPH�FXUUHQF\�ERDUG� LV�RYHUZKHOPHG��DV�$UJHQWLQD�SUHVXPDEO\�IHDUHG�ZDV�DERXW�WR�KDSSHQ�ZKHQ�LW�VWDUWHG�WDONLQJ�RI� GROODUL]DWLRQ� LQ������� WKH� FRQILGHQFH� WKDW� KDV� VR� IDU� XQGHUSLQQHG� FXUUHQF\�ERDUGV�ZLOO�HYDSRUDWH�RYHUQLJKW���,I�WKDW�HYHU�KDSSHQV��LW�LV�QRW�FOHDU�WKDW�FXUUHQF\�ERDUGV�ZLOO�EH�PXFK�PRUH�VWDEOH�WKDQ�DQ\�RWKHU�IRUP�RI�SHJJHG�H[FKDQJH�UDWH�LQ�ZKLFK�WKH�FHQWUDO�EDQN�SOD\V�E\�WKH�JROG�VWDQGDUG�UXOHV�RI� WKH�JDPH�E\� WLJKWHQLQJ�PRQHWDU\�SROLF\�ZKHQ�UHVHUYHV�GHFOLQH���$QG�HYHQ�FRXQWULHV�ZLWK�FXUUHQF\�ERDUGV�ZKRVH�FXUUHQFLHV�KDYH�VXUYLYHG�VSHFXODWLYH�FULVHV�KDYH�VXIIHUHG�FULVHV� LQ� WKHLU� UHDO�HFRQRPLHV� �WKLQN�RI�$UJHQWLQD�LQ������RU������RU�+RQJ�.RQJ�LQ�������ZKLFK�VXIIHUHG�WKH�ILIWK�PRVW�VHYHUH�UHFHVVLRQ�LQ�(DVW�$VLD��DIWHU�,QGRQHVLD��.RUHD��7KDLODQG��DQG�0DOD\VLD��&RQVLGHU� QH[W� WKH� FDVH� RI� D� IORDWLQJ� H[FKDQJH� UDWH�� � ,W� LV� WUXH� WKDW� D� FRXQWU\� ZLWK� D�IORDWLQJ� UDWH� FDQ� QHYHU� EH� IRUFHG� LQWR� D� FKDQJH� LQ� H[FKDQJH� UDWH� UHJLPH�� EHFDXVH� LW� FDQ�DOZD\V� DOORZ� LWV� FXUUHQF\� WR� FROODSVH� IXUWKHU�� � %XW� D� FXUUHQF\� FROODSVH� FDQ� VWLOO� SURGXFH�DFXWH�VWDJIODWLRQ��DV�KDSSHQHG�LQ�(DVW�$VLD�LQ������� ,W�ZDV��DIWHU�DOO��WKH�FROODSVH�RI�WKRVH�FXUUHQFLHV�DIWHU WKH\�ZHUH� VHW� IUHH� WR� IORDW� WKDW�JHQHUDWHG� WKH�EDODQFH� VKHHW�SUREOHPV� WKDW�PDGH� WKH�FULVLV�VR�VHYHUH�� �7KH�SODXVLEOH�FODLP�PDGH�IRU�IORDWLQJ�LV� WKDW�ERUURZHUV�ZRXOG�QRW�PDNH�WKH�PLVWDNH�RI�IDLOLQJ�WR�KHGJH�LI�WKH\�ZHUH�QRW�EHLQJ�WHPSWHG�LQWR�LPSUXGHQFH�E\�RIILFLDO�DVVXUDQFHV�WKDW�WKH�H[FKDQJH�UDWH�LV�HIIHFWLYHO\�IL[HG���%XW�LI�WKH\�HYHU�GLG EHFRPH�HTXDOO\�H[SRVHG��DQG�WKH�H[FKDQJH�UDWH�VXEVHTXHQWO\�FROODSVHG��WKH�FRQVHTXHQFHV�ZRXOG�EH�MXVW�DV�VHYHUH�DV�WKH\�ZHUH�LQ�(DVW�$VLD�LQ��������7KLV�PD\�EH�OHVV�OLNHO\��EXW�LW�ZRXOG�EH�FRPSODFHQW� WR� GHQ\� WKH� SRVVLELOLW\� WKDW� RQH� GD\� WKH� PDUNHWV� FRXOG� FRPH� WR� EHOLHYH� WKDW�FRXQWU\�;�KDV�HQWHUHG�D�QHZ�HUD�ZKLFK�SURYLGHV�DVVXUDQFH�WKDW�LWV�PDUNHWV�DQG�LWV�FXUUHQF\�
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FDQ� RQO\� ULVH�� � 2QFH� DJDLQ�� WKHUHIRUH�� ZH� FDQQRW� UXOH� RXW� WKH� SRVVLELOLW\� WKDW� D� FRUQHU�VROXWLRQ�PD\�SHUPLW�D�FULVLV�WR�GHYHORS�7R�VD\�WKDW�FULVHV�DUH�VWLOO�SRVVLEOH�DW�HLWKHU�RI�WKH�FRUQHUV�LV�QRW�WR�FODLP�WKDW�WKH\�DUH�DV�OLNHO\�DV�ZLWK�DQ�LQWHUPHGLDWH�UHJLPH���2Q�WKH�FRQWUDU\��LW�LV�HQWLUHO\�OLNHO\�WKDW�$UJHQWLQD¶V�FULVLV� ZRXOG� KDYH� EHHQ� ZRUVH� ZLWKRXW� LWV� FXUUHQF\� ERDUG�� DQG� WKDW� $XVWUDOLD�� WKH�3KLOLSSLQHV�� 6RXWK� $IULFD�� RU� 7XUNH\� ZRXOG� KDYH� VXFFXPEHG� KDG� WKHLU� UDWHV� QRW� EHHQ�IORDWLQJ�� �7KH�REMHFWLYH� LV�PHUHO\� WR�JHW�D�PRUH� UHDOLVWLF�HVWLPDWH�RI� WKH�PDJQLWXGH�RI� WKH�EHQHILWV�RI�JRLQJ�WR�WKH�FRUQHUV��WR�ZHLJK�DJDLQVW�WKH�FRVWV�WKDW�ZH�GLVFXVVHG�HDUOLHU�DQG�WKDW�KDYH�EHHQ�VR�QHJOHFWHG�E\�WKH�DGYRFDWHV�RI�WKH�WZR�FRUQHUV�VROXWLRQ�
9��)RUPV�RI�,QWHUPHGLDWH�5HJLPH
7KH� FRXQWULHV� WKDW� VD\� WKH\� DUH� IORDWLQJ� EXW� EHWUD\� HYLGHQFH� RI� ³IHDULQJ� IORDWLQJ´� ZRXOG�GRXEWOHVV�GHVFULEH�WKHLU�UHJLPHV�DV�³PDQDJHG�IORDWLQJ´���,I�LQ�SUDFWLFH�WKH\�XVH�WKLV�UHJLPH�WR�VWDYH�RII�PLVDOLJQPHQWV��RQH�PLJKW�DVN�ZKDW�LV�ZURQJ�ZLWK�WKDW"��:RXOG�QRW�D�UHJLPH�RI�PDQDJHG� IORDWLQJ� WKDW�ZDV� XVHG� LQ� WKLV�ZD\� EH� D� SHUIHFWO\� VHQVLEOH� FKRLFH�� WKDW� FRXOG� EH�XVHG� WR� FRPEDW� PLVDOLJQPHQWV� LQ QRUPDO� WLPHV� EXW� SHUPLW� D� TXLFN� DQG� HDV\� H[LW� IURP�FRPPLWPHQWV��VLQFH�WKHUH�ZRXOG�QRW�EH�DQ\��ZKHQ�D�SRWHQWLDO�FULVLV�LV�EUHZLQJ",� ZRXOG� FHUWDLQO\� UHJDUG� VXFK� D� UHJLPH� DV� YDVWO\� EHWWHU� WKDQ� D� IL[HG� UDWH� RU� D� IUHHO\�IORDWLQJ� UDWH�� DQG� EHWWHU� WKDQ� D� OLJKWO\� PDQDJHG� UDWH�� � %XW� WKHUH� DUH� WKUHH� UHDVRQV� WKDW�VXJJHVW�WR�PH�WKDW�VXFK�D�V\VWHP�LV�OLNHO\�WR�EH�LQIHULRU�WR�D�PRUH�VWUXFWXUHG�UHJLPH�)LUVW�� WKH� UHJLPH� LV� QRW� WUDQVSDUHQW�� � ,W� LV� QRW� MXVW� WKDW� ZH� KDYH� FRPH� WR� UHJDUG�WUDQVSDUHQF\�DV�D�JRRG� WKLQJ� LQ� LWV� RZQ�ULJKW��EXW�DOVR� WKDW� LW� LV�GLIILFXOW� IRU� WKH�SXEOLF� WR�NQRZ�ZKHWKHU� WKH� SROLF\� EHLQJ� SXUVXHG� LV� LQGHHG� RQH� RI� VHHNLQJ� WR� OLPLW�PLVDOLJQPHQWV�IURP� D� VHQVLEOH� HVWLPDWH� RI� WKH� HTXLOLEULXP� UDWH� LI� WKH\� DUH� QRW� WROG� WKH� SDUDPHWHUV� RI�H[FKDQJH� UDWH�SROLF\�� �7KLV�PDNHV� LW� SRVVLEOH� IRU�JRYHUQPHQWV� WR�SXUVXH� OHVV�HQOLJKWHQHG�SROLFLHV�� OLNH� WU\LQJ� WR� GHIHQG� D� IL[HG� UDWH� IRU� VRPH� RXW�GDWHG� KLVWRULFDO� UHDVRQ�� ZLWKRXW�EHLQJ� VXEMHFWHG� WR� VFUXWLQ\�� RU� DW� OHDVW� QRW� XQWLO� WKH� SROLF\� KDV� UHVXOWHG� LQ� D� FULVLV�� � 2I�FRXUVH� ZKLOH� WUDQVSDUHQF\�VHHPV�DQ�REYLRXV�YLUWXH� WR�PRVW�RI�XV�� LW�GRHV�QRW�QHFHVVDULO\�
� )RU�PRVW�FRXQWULHV���,�DJUHH�WKDW�WKHUH�DUH�FHUWDLQ�FLUFXPVWDQFHV�± ZKHQ�D�FRXQWU\�LV�VPDOO�DQG�RSHQ��ZKHQ�LWV�WUDGH�LV�IRFXVHG�RQ�D�VLQJOH�FXUUHQF\�DUHD��ZKHQ�LW�LV�FRPIRUWDEOH�ZLWK�WKH�PDFUR�SROLF\�RI�LWV�ODUJH�QHLJKERU��DQG�ZKHQ�LW�LV�XQOLNHO\�WR�H[SHULHQFH�VKDUS�UHDO�VKRFNV�GLIIHUHQW�WR�LWV�QHLJKERU�± ZKHQ�IL[LQJ�LQ�WHUPV�RI�WKDW�QHLJKERU¶V�FXUUHQF\�LV�D�JRRG�SROLF\�FKRLFH�
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DSSHDO� WR� WKH� RIILFLDOV� ZKR� DUH� UHTXLUHG� WR� EH� WUDQVSDUHQW�� � 7R� WKHP� D� V\VWHP� RI�XQWUDQVSDUHQW� PDQDJHG� IORDWLQJ� PD\� ZHOO� KDYH� JUHDW� DSSHDO�� LQDVPXFK� DV� LW� PDNHV� LW�GLIILFXOW WR�KROG�WKHP�DFFRXQWDEOH�VLQFH�WKHUH�LV�QR�FOHDU�WHVW�WKDW�WKHLU�SROLFLHV�KDYH�IDLOHG�$� VHFRQG� GLVDGYDQWDJH� RI� PDQDJHG� IORDWLQJ� LV� WKDW� LW� SUHFOXGHV� VRPH� W\SHV� RI� SROLF\�FRRSHUDWLRQ��DQG�PD\�LQGHHG�SHUPLW�SROLF\�FRQIOLFW���$�FOHDU�H[DPSOH�RI�WKH�W\SH�RI�SROLF\�FRRSHUDWLRQ�WKDW�PLJKW�PDNH�VHQVH�EXW�WKDW�ZRXOG�EH�SUHFOXGHG�E\�D�PDQDJHG�IORDW�LV�D�SHJ�WR�D�FRPPRQ�EDVNHW��ZKLFK� ,�KDYH�DUJXHG� �:LOOLDPVRQ�������ZRXOG�EH�DWWUDFWLYH� LQ�(DVW�$VLD� LQ�RUGHU� WR� DYRLG� FRPSHWLWLYH�GHYDOXDWLRQV�� JLYHQ�KRZ�FRPSHWLWLYH� WKRVH�HFRQRPLHV�DUH�ZLWK�HDFK�RWKHU���7KH�VRUW�RI�SROLF\�FRQIOLFW�WKDW�ZRXOG�QRW�EH�FRQVWUDLQHG�LV�FRPSHWLWLYH�GHYDOXDWLRQ�� L�H��� HDFK� RI� VHYHUDO� FORVHO\� FRPSHWLWLYH� FRXQWULHV� VHHNLQJ� WDUJHWV� IRU� WKHLU�H[FKDQJH�UDWH�WKDW�JLYH�WKHP�D�FRPSHWLWLYH�HGJH�RYHU�WKHLU�ULYDOV�7KH� WKLUG� GLVDGYDQWDJH� RI� XQVWUXFWXUHG� PDQDJHG� IORDWLQJ� ZLWK� QR� DQQRXQFHPHQW� RI� WKH�SDUDPHWHUV� JXLGLQJ� WKH� PDQDJHPHQW� LV� SRWHQWLDOO\� WKH� PRVW� VHULRXV�� DOWKRXJK� TXLWH� SRVVLEO\�GRUPDQW� DW� WKH� PRPHQW�� � ,� UHIHU� WR� WKH� DQDO\VLV� ILUVW� IRUPDOL]HG� LQ� 3DXO� .UXJPDQ¶V� �������FODVVLF�SDSHU�RQ� WDUJHW� ]RQHV�� �+LV�PRGHO� VXJJHVWV� WKDW� WKH� H[SHFWDWLRQ�RI� LQWHUYHQWLRQ� DW� WKH�PDUJLQ�VKRXOG�PDNH�VSHFXODWRUV�DFW� LQ�D�VWDELOL]LQJ�ZD\�� �,Q�VRPH�ZD\V�WKH�HYLGHQFH�KDV�QRW�EHHQ�NLQG� WR� WKLV�PRGHO�� IRU� H[DPSOH�� H[FKDQJH� UDWHV� LQ�EDQG� V\VWHPV�GR�QRW� VSHQG�PRVW�RI�WKHLU� WLPH� FORVH� WR� WKH� HGJH� RI� WKH� EDQG�� DV� KLV�PRGHO� SUHGLFWV� �6YHQVVRQ� ������ S������� $�SRVVLEOH�H[SODQDWLRQ�IRU�WKLV�LV�WKDW�DXWKRULWLHV�LQWHUYHQH�ZLWKLQ�EDQGV�DV�ZHOO�DV�DW�WKH�PDUJLQV���7KLV�VXJJHVWV�WKDW�D�PRUH�DSSURSULDWH�WHVW�RI�WKH�HIILFDF\�RI�EDQGV�LV�ZKHWKHU�WKH\�DUH�HIIHFWLYH�LQ�LQGXFLQJ�PHDQ�UHYHUWLQJ�EHKDYLRU�E\�PDUNHW�SDUWLFLSDQWV���7KH�HYLGHQFH�VKRZV�WKDW��XQGHU�D�IORDWLQJ�H[FKDQJH�UDWH��D�FKDQJH�LQ�WKH�VSRW�H[FKDQJH�UDWH�LV�QRUPDOO\�DVVRFLDWHG�ZLWK DQ�DOPRVW�LGHQWLFDO�FKDQJH�LQ�WKH�IRUZDUG�UDWH��6YHQVVRQ�������S��������VLJQLI\LQJ�WKDW�WKHUH�LV�D�YLUWXDOO\�FRPSOHWH� ODFN� RI� DQ\� PDUNHW� H[SHFWDWLRQ� WKDW� WKH� H[FKDQJH� UDWH� ZLOO� UHYHUW� WRZDUG� DQ�HTXLOLEULXP�OHYHO�ZLWKLQ�DQ\�WLPH�KRUL]RQ�UHOHYDQW�WR�PDUNHW�SDUWLFLSDQWV���0DWWHUV�DSSHDU�WR�EH�GLIIHUHQW� LQ� WKH� SUHVHQFH� RI� DQ� H[FKDQJH� UDWH� EDQG�� �:KLOH� EDQGV� GR� QRW� QRUPDOO\� KDYH� IXOO�FUHGLELOLW\�� DQG�ZKLOH� WKH\� VRPHWLPHV� ODFN� DQ\� FUHGLELOLW\� DW� DOO�� WKH� HYLGHQFH� IURP� WKH�(50�VKRZV�WKDW�ZKHQ�D�UDWH�PRYHG�ZLWKLQ�WKH�EDQG�WKH�IRUZDUG�UDWH�QRUPDOO\�FKDQJHG�E\�OHVV�WKDQ�WKH� VSRW� UDWH�� LQGLFDWLQJ� WKDW� WKH�PDUNHW�H[SHFWHG� WKDW� WKH�VSRW� UDWH�ZRXOG� WHQG� WR� UHYHUW�EDFN�
� +RZHYHU��6FKXOVWDG�DQG�6HUUDW��������KDYH�DUJXHG�WKDW�WKH�FRQYHQWLRQDO�ELODWHUDO�PRGHO�RI�D�WDUJHW�]RQH�LV�D�SRRU�ZD\� WR�PRGHO� WKH�(50�� �7KHLU�PXOWLODWHUDO�PRGHO�RI� D� WDUJHW� ]RQH�DSSHDUV� WR� ILW� WKH�(50�GDWD�PXFK�EHWWHU��ZLWKRXW�DQ\�QHHG�WR�LQYRNH�LQWUD�PDUJLQDO�LQWHUYHQWLRQ�
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WRZDUG�WKH�FHQWHU�RI�WKH�EDQG��6YHQVVRQ�������SS������������7KH�REYLRXV�H[SODQDWLRQ�LV�WKDW�WKH�EDQG� XVXDOO\� SHUIRUPHG� WKH� IXQFWLRQ� RI� FU\VWDOOL]LQJ� PDUNHW� H[SHFWDWLRQV� RI� ZKHUH� WKH�HTXLOLEULXP� UDWH� OD\�� DQG� WKXV�PDGH� H[SHFWDWLRQV� VWDELOL]LQJ� DW� WKH� WLPH�KRUL]RQV� UHOHYDQW� IRU�LQIOXHQFLQJ� PDUNHW� EHKDYLRU�� � 7KLV� LV� WKH� IXQGDPHQWDO� UHDVRQ� IRU� SUHIHUULQJ� D� EDQG� V\VWHP�UDWKHU�WKDQ�DOORZLQJ�WKH�H[FKDQJH�UDWH�WR�IORDW�$QRWKHU�LPSRUWDQW�SDSHU�LQ�HVWDEOLVKLQJ�WKH�SRWHQWLDO�YDOXH�RI�D�EDQG�LV�WKDW�RI�$QGUHZ�5RVH���������ZKR�VKRZHG�WKDW�D�EDQG�KDV�D�SURQRXQFHG�HIIHFW�LQ�OLPLWLQJ�H[FKDQJH�UDWH�YDULDELOLW\���,QGHHG�� KH� DUJXHG� WKDW� WKH� SULPDU\� GLIIHUHQFH� EHWZHHQ� H[FKDQJH�UDWH� UHJLPHV� OLHV� QRW� LQ�PDFURHFRQRPLF� IXQGDPHQWDOV�� ZKHWKHU� RQH� PLJKW� ZLVK� WR� LQWHUSUHW� WKHVH� DV� FDXVH� RU�FRQVHTXHQFH�RI�WKH�UHJLPH��EXW�LQ�WKH�QRLVLQHVV�RI�WKH�H[FKDQJH�UDWH���+H�VKRZHG�WKDW�WKLV�LV�QRW�EHFDXVH�VRPH�RWKHU�YDULDEOH�� OLNH� WKH� LQWHUHVW�UDWH�� MXPSV�DURXQG�PXFK�PRUH�LQ�RUGHU� WR�NHHS�WKH�H[FKDQJH�UDWH�VWDEOH��RQ� WKH�FRQWUDU\�� WKH� LQFUHDVHG�H[FKDQJH�UDWH�VWDELOLW\� LV�HVVHQWLDOO\�D�IUHH�JRRG���,Q�D�VXEVHTXHQW�SDSHU��-HDQQH�DQG�5RVH��������WU\�WR�H[SODLQ�WKHVH�VW\OL]HG�IDFWV�E\�WKH� ZD\� LQ� ZKLFK� D� IORDWLQJ� H[FKDQJH� UDWH� DWWUDFWV� QRLVH� WUDGHUV�� ZKR� PDNH� PRQH\� E\�LQWURGXFLQJ�QRLVH�LQWR�WKH�H[FKDQJH�PDUNHW����7KH�PRVW�SODXVLEOH�WKHRU\�RI�ZKHUH�WKHVH�SURILWV�FRPH�IURP�LV�WKDW�RI�.UXJPDQ�DQG�0LOOHU���������ZKR�SRVWXODWH�WKDW�WKH\�FRPH�IURP�VWRS�ORVV�WUDGHUV�� ZKR� HVVHQWLDOO\� EX\� LQVXUDQFH� DJDLQVW� ELJ� H[FKDQJH�UDWH� PRYHPHQWV��� � � ,I� WKH�DXWKRULWLHV� SXUVXH� SROLFLHV� WKDW� VXSSUHVV� WKH� YRODWLOLW\�� WKH� QRLVH� WUDGHUV� ZLOO� ILQG� OLIH�XQLQWHUHVWLQJ�DQG�JR�HOVHZKHUH�LQ�VHDUFK�RI�JUHHQHU�SDVWXUHV��L�H��QRLVLHU�PDUNHWV�1RZDGD\V� PDQ\� RIILFLDOV� DSSHDU� WR� EHOLHYH� WKH� H[DFW� RSSRVLWH� RI� WKH� .UXJPDQ�5RVH�ORJLF�� �(GJHV�WR�EDQGV�DUH�DOOHJHG�WR�SURYLGH�WKH�PDUNHW�ZLWK�WDUJHWV�WR�DWWDFN��UDWKHU�WKDQ�DVVXULQJ�WKH�PDUNHW�WKDW�WKH�UDWH�ZLOO�QRW�PRYH�IXUWKHU���2QH�UHDVRQ�WKDW�PLJKW�PDNH�VHQVH�RI� WKLV�LV�WKDW�RQ�DOWRJHWKHU�WRR�PDQ\�RFFDVLRQV�DXWKRULWLHV�KDYH�DWWHPSWHG�WR�GHIHQG�UDWHV�WKDW�ZHUH�PLVDOLJQHG��ZKLFK�DOORZV�D�FOHDU�VSHFXODWLYH�SURILW�IURP�D�VXFFHVVIXO�DWWDFN��� ,W�DSSHDUV�WKDW�&RORPELD�DEDQGRQHG�LWV�EDQG�QRW�EHFDXVH�RI�DQ�DWWDFN�RU�D�EHOLHI�WKDW�LWV�EDQG�
�� 7UDGLWLRQDO� WKHRU\� LPSOLHV� WKDW� D� ³VXFFHVVIXO´�DWWDFN�RQ�D�FRUUHFWO\�DOLJQHG�EDQG�FDQQRW�EH�H[SHFWHG� WR�EULQJ�SURILW� WR� WKH�VSHFXODWRUV�FROOHFWLYHO\�� �)RU�H[DPSOH��D� UDWH� WKDW� LV�SXVKHG� WR�DQ�XQGHUYDOXHG� OHYHO�E\�D�VSHFXODWLYH�DWWDFN�ZLOO�UHVXOW�LQ�D�VXUSOXV�RQ�QRQ�VSHFXODWLYH�WUDQVDFWLRQV��VR�WKDW�WKH�UDWH�ZRXOG�UHWXUQ�WR�WKH�EDQG� LI� WKH�VSHFXODWRUV� WULHG�FROOHFWLYHO\� WR�PRYH�EDFN� LQWR� WKH�FXUUHQF\� WKH\�KDG�VROG�VR�DV� WR� UHDOL]H�WKHLU�SDSHU� JDLQV�� �2QH�SRVVLEOH� FULWLTXH�RI� WKLV� WKHRU\� LV� WKDW��EHFDXVH�RI� WKH� -�FXUYH�HIIHFW�� WKH� VXUSOXV�RQ�QRQ�VSHFXODWLYH�WUDQVDFWLRQV�ZLOO�RQO\�PDWHULDOL]H�ZLWK�GHOD\��VR�WKDW�WKH�VSHFXODWRUV�PLJKW�EH�DEOH�WR�UHDOL]H�WKHLU�SURILWV� E\� JHWWLQJ� LQ�ZKLOH� WKH� QRQ�VSHFXODWLYH� DFFRXQW� LV� VWLOO� LQ� WKH� UHG� �:LOOLDPVRQ�������� � )XUWKHUPRUH��VHFRQG�JHQHUDWLRQ�FULVLV�PRGHOV�LPSO\�WKDW�D�ZHOO�DOLJQHG�EDQG�PLJKW�EHFRPH�PLVDOLJQHG�DV�D�FRQVHTXHQFH�RI�WKH�DWWDFN�LWVHOI��ZKLFK�FRXOG�DJDLQ�PDNH�VHQVH�RI�WKH�YLHZ�WKDW�EDQGV�SURYLGH�WDUJHWV�WR�DWWDFN���
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KDG�EHFRPH�PLVDOLJQHG��EXW�EHFDXVH� LWV�DXWKRULWLHV�FRQFOXGHG�WKDW� WKH�PHUH�SUHVHQFH�RI�D�EDQG� ZDV� XQGHUPLQLQJ� FRQILGHQFH� DQG� PDNLQJ� LW� KDUGHU� UDWKHU� WKDQ� HDVLHU� WR� NHHS� WKH�H[FKDQJH�UDWH�LQ�D�VHQVLEOH�UDQJH���$QG�LW�VHHPV�WKDW�6LQJDSRUH¶V�%%&�UHJLPH�VXUYLYHG�WKH�(DVW�$VLDQ�FULVLV�EHFDXVH�LW�ZDV�QRW�DQQRXQFHG��DQG�WKXV�SHUPLWWHG�WKH�DXWKRULWLHV�WR�DOORZ�D�GHSUHFLDWLRQ�LQ�UHVSRQVH�WR�VWURQJ�PDUNHW�SUHVVXUHV�ZLWKRXW�DQ\�WUDXPD�LQ WKH�PDUNHW�:H� EDGO\� QHHG� DQ� DXWKRULWDWLYH� HPSLULFDO� DQDO\VLV� RI� ZKHWKHU� DQG� XQGHU� ZKDW�FLUFXPVWDQFHV� EDQGV� DUH� VWDELOL]LQJ� YHUVXV� GHVWDELOL]LQJ�� ZKLFK� LV� DEOH� WR� UHFRQFLOH� WKH�HYLGHQFH�WKDW�EDQGV�SOD\HG�D�VWDELOL]LQJ�UROH�LQ�WKH�(06�FRQWH[W�ZLWK�WKHLU�DSSDUHQW�IDLOXUH�WR�GR�VR�LQ�PDQ\�HPHUJLQJ�PDUNHWV���)RU�WKH�PRPHQW��WKH�QDWXUDO�SUHVXPSWLRQ�LV�WKDW�EDQGV�DUH� VWDELOL]LQJ� ZKHQ� FUHGLEOH� EXW� FDQ� EHFRPH� GHVWDELOL]LQJ� ZKHQ� FUHGLELOLW\� LV� ORVW�� � ,I�FRUUHFW�� WKLV� VXJJHVWV� WZR� WKLQJV�� � 7KH� ILUVW� LV� WKDW� DQ\� QHZ� DUUDQJHPHQWV� PXVW� PDNH� D�SULRULW\�RI�DYRLGLQJ�FRPPLWPHQWV� WKDW�ZLOO�IXUWKHU�HURGH�FUHGLELOLW\�� �7KH�VHFRQG�LV�WKDW�LW�PD\� EH� QHFHVVDU\� WR� EXLOG� FUHGLELOLW\� WKURXJK� XQDQQRXQFHG� EXW� VXFFHVVIXO� SROLF\� RQ� WKH�6LQJDSRUH� PRGHO� EHIRUH� WU\LQJ� WR� FDSWXUH� WKH� IXOO� EHQHILWV� RI� DQ� LQWHUPHGLDWH� UHJLPH�WKURXJK�SXEOLF�DQQRXQFHPHQW�
9,��7KUHH�9LDEOH�,QWHUPHGLDWH�5HJLPHV
&RQVLGHU�WKH�ILUVW�RI�WKRVH�WZR�LVVXHV���:KDW�LQWHUPHGLDWH�DUUDQJHPHQWV�FRXOG�SURYLGH�VRPH�VWUXFWXUH� WKDW�PLJKW�XOWLPDWHO\� IRFXV�H[SHFWDWLRQV� LQ�D� VWDELOL]LQJ�ZD\�ZKLOH�DYRLGLQJ� WKH�FULVLV�YXOQHUDELOLW\�WKDW�KDV�SURJUHVVLYHO\�HURGHG�FUHGLELOLW\�LQ�SDVW�\HDUV"2I�WKH�WKUHH�IHDWXUHV�RI�WKH�%%&�UHJLPH��LW�LV�WKH�H[LVWHQFH�RI�D�EDQG��UDWKHU�WKDQ�WKH�XVH�RI�D�EDVNHW� WR� LQVXODWH� WKH�HIIHFWLYH�H[FKDQJH� UDWH�DJDLQVW� WKH�YDJDULHV�RI� WKH�GROODU�HXUR�\HQ� FURVV� UDWHV� RU� WKH� XVH� RI� D� FUDZO� WR� QHXWUDOL]H� GLIIHUHQWLDO� LQIODWLRQ�� WKDW� PDNHV�LQWHUPHGLDWH� UHJLPHV� SRWHQWLDOO\� FULVLV�SURQH�� � 7KXV� LW� LV� PRGLI\LQJ� WKH� REOLJDWLRQ� WR�LQWHUYHQH� DW� WKH� HGJH� RI� WKH� EDQG� WKDW� QHHGV� WR EH� H[DPLQHG�� � 7KUHH� SRVVLELOLWLHV� PHULW�GLVFXVVLRQ��UHIHUHQFH�UDWHV��VRIW�EDQGV��DQG�PRQLWRULQJ�EDQGV�7KH�5HIHUHQFH�5DWH�3URSRVDO� 6KRUWO\�DIWHU�WKH�DGYHQW�RI�JHQHUDOL]HG�IORDWLQJ�LQ�������LW�ZDV� VXJJHVWHG� E\� (WKLHU� DQG� %ORRPILHOG� ������� WKDW� WKH� DXWKRULWLHV� RI� FRXQWULHV� ZLWK�IORDWLQJ�H[FKDQJH�UDWHV�VKRXOG�XQGHUWDNH�D�FRPPLWPHQW�WR�QRW�SXVK�WKHLU�FXUUHQFLHV�DZD\IURP�DQ�DJUHHG�HVWLPDWH�RI�WKH�HTXLOLEULXP�H[FKDQJH�UDWH�� �7KH�FRQFHSW�RI�DQ�HTXLOLEULXP�H[FKDQJH� UDWH� WKH\� KDG� LQ�PLQG�ZDV� SUHWW\�PXFK� WKH� VDPH DV� WKDW�ZKLFK� ,� VXEVHTXHQWO\�
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WHUPHG�WKH�³IXQGDPHQWDO�HTXLOLEULXP�H[FKDQJH�UDWH´��:LOOLDPVRQ��������EXW�WKH\�FDOOHG�WKH�³UHIHUHQFH�UDWH´���7KH�DXWKRULWLHV�ZRXOG�KDYH�QR�REOLJDWLRQ�WR�LQWHUYHQH�WR�GHIHQG�WKDW�UDWH��EXW� VLPSO\� D� UHTXLUHPHQW� WR� DYRLG� LQWHUYHQLQJ�� RU� FRQGXFWLQJ� RWKHU� SROLFLHV� LQWHQGHG� WR�LQIOXHQFH� WKH� H[FKDQJH� UDWH�� LQ� D� ZD\� WKDW� ZRXOG� SXVK� WKH� PDUNHW� UDWH� DZD\ IURP� WKLV�UHIHUHQFH� UDWH�� 7KH� *XLGHOLQHV� IRU� )ORDWLQJ� DGRSWHG� E\� WKH� ,0)� LQ� ����� KDG� DFWXDOO\�LQFOXGHG�UHIHUHQFH�WR�³VRPH�WDUJHW�]RQH�RI�UDWHV«ZLWKLQ�WKH�UDQJH�RI�UHDVRQDEOH�HVWLPDWHV�RI�WKH�PHGLXP�WHUP�QRUP´��DQG�OHJLWLPL]HG�DJJUHVVLYH�LQWHUYHQWLRQ�WR�SXVK�WKH�UDWH�WRZDUG�VXFK�D�]RQH�SURYLGHG�LW�KDG�EHHQ�HQGRUVHG�E\�WKH�)XQG���%XW�LQ�WKH�PLG�����V�WKH�8QLWHG�6WDWHV�7UHDVXU\�ZDV� UXQ�E\� LGHRORJLFDO� IORDWHUV�ZKR� WKRXJKW� LW�ZURQJ� IRU�JRYHUQPHQWV� WR�WU\� DQG� WKLQN� ZKHUH� H[FKDQJH� UDWHV� RXJKW� WR� EH�� DQG� VR� WKH� UHIHUHQFH� UDWH� SURSRVDO� JRW�GLVPLVVHG�IURP�GLVFXVVLRQ�DORQJ�ZLWK�WKH�WDUJHW�]RQHV�RI�WKH�*XLGHOLQHV�ZKHQ�WKH�6HFRQG�$PHQGPHQW�WR�WKH�)XQG¶V�$UWLFOHV�EOHVVHG�ODLVVH]�IDLUH�LQ�H[FKDQJH�UDWH�SROLF\�,W� LV� REYLRXV� WKDW� WKH� UHIHUHQFH� UDWH� SURSRVDO� FRXOG� QHYHU� SXVK� D� JRYHUQPHQW� LQWR�GHIHQGLQJ�D�UDWH�LQ�D�ZD\�WKDW�ZRXOG�LQGXFH�D�FULVLV��VLQFH�LW�LPSOLHV�QR�REOLJDWLRQ�WR�GHIHQG�DQ\�UDWH�DW�DOO��,QGHHG��LW�ZDV�RULJLQDOO\�SUHVHQWHG�DV�D�PHDQV�RI�GLVFLSOLQLQJ�LQWHUYHQWLRQ�LQ�D� IORDWLQJ�UDWH� V\VWHP� UDWKHU� WKDQ� DV� D� GLVWLQFW� LQWHUPHGLDWH� UHJLPH�� LWV� RQO\� FODLP� WR�LQFOXVLRQ� LQ� WKH� ODWWHU� LV� WKDW� LW� UHTXLUHV� WKH� DXWKRULWLHV� WR� DQDO\]H� ZKHUH� WKH\� EHOLHYH�HTXLOLEULXP� UDWHV� DUH�� DQG� DQQRXQFH� WKHLU� FRQFOXVLRQV�� � %XW� WKLV� LV� SUHFLVHO\� ZKDW�� LQ� D�FDUHIXOO\�DUJXHG�SDSHU��3LVDQL�)HUU\�DQG�&RHXUH��������LGHQWLILHG�DV�RQH�RI�WKH�NH\�DFWLRQV�QHHGHG�IRU�LPSURYLQJ�WUDGLWLRQDO�VXUYHLOODQFH�6RIW� 0DUJLQV�� � ,Q� P\� ILUVW� H[WHQVLYH� GHYHORSPHQW� RI� WKH� FDVH� IRU� µWDUJHW� ]RQHV¶��:LOOLDPVRQ�������� ,� VXJJHVWHG� WKDW� WKH\�PLJKW�KDYH�µVRIW�PDUJLQV¶�RU� µVRIW�EXIIHUV¶��7KH�LGHD�ZDV�WKDW�WKHUH�VKRXOG�QRW�EH�DQ�DEVROXWH�JRYHUQPHQW�FRPPLWPHQW�WR�GHIHQG�WKH�HGJHV�RI� WKH�]RQHV��EXW� UDWKHU� WKDW�� LQ� WKH�HYHQW�RI�VWURQJ�VSHFXODWLYH�SUHVVXUHV�� WKH�JRYHUQPHQW�VKRXOG� KDYH� WKH� ULJKW� WR� DQQRXQFH� WKDW� LW� ZRXOG� OHW� WKH� UDWH� JR� RXWVLGH� WKH� EDQG�� ZKLOH�ZDUQLQJ�WKH�PDUNHW�WKDW�LW�SODQQHG�WR�GLUHFW�SROLF\�WR�EULQJLQJ�WKH�UDWH�EDFN�ZLWKLQ�WKH�EDQG�DV�DQG�ZKHQ�WKDW�PLJKW�SURYH�SRVVLEOH��7KLV�SURSRVDO�UDWKHU�JRW�ORVW�LQ�WKH�GLVFXVVLRQ�RI�WKH�ODWH�����V�� EXW� KDV� UHFHQWO\�EHHQ� UHYLYHG� LQ� WZR�DQDO\WLFDO� FRQWULEXWLRQV�E\�%DUWROLQL� DQG�3UDWL����������������%DUWROLQL� DQG� 3UDWL� IRUPDOL]H� WKH� QRWLRQ� RI� D� ³VRIW´� WDUJHW ]RQH� DV� RQH� LQ� ZKLFK� WKH�DXWKRULWLHV� WDUJHW� D�PRYLQJ� DYHUDJH RI� FXUUHQW� DQG� SDVW�PDUNHW� H[FKDQJH� UDWHV� WR� UHPDLQ�
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ZLWKLQ�D�GHILQHG�EDQG��DV�RSSRVHG�WR�WDUJHWLQJ�WKH�PDUNHW�H[FKDQJH�UDWH�WR�UHPDLQ�ZLWKLQ�D�GHILQHG�]RQH�DW�DOO�WLPHV���,Q�WKHLU�VHFRQG�SDSHU�WKH\�VSHFLI\�WKH�REMHFWLYH�DV�EHLQJ�WR�NHHS�WKH� JHRPHWULF DYHUDJH�� ZLWK� H[SRQHQWLDOO\� GHFUHDVLQJ� ZHLJKWV�� ZLWKLQ� WKH� GHILQHG� EDQG���7KH�HIIHFW� LV� WR�DOORZ� WKH�H[FKDQJH� UDWH� WR�PRYH�RXWVLGH� WKH�EDQG� LQ� WKH�VKRUW� UXQ��ZKLOH�PDLQWDLQLQJ� WKH�REOLJDWLRQ� WR�KROG� LW�ZLWKLQ� WKH�EDQG� LQ� WKH� ORQJ�UXQ�� �%DUWROLQL�DQG�3UDWL�VKRZ�WKDW�VXFK�D�SROLF\�FKDQJH�FDQ�EH�H[SHFWHG�WR�GHIXVH�WHQVLRQV��HVSHFLDOO\�ZKHQ�VKRFNV�WR�³WKH�IXQGDPHQWDOV´�DUH�VKRUW�OLYHG��VR�WKDW�VXFK�D�VRIWHQLQJ�RI�WKH�WDUJHW�]RQH�PDNHV�WKH�V\VWHP� VLJQLILFDQWO\� OHVV� YXOQHUDEOH� WR� VSHFXODWLYH� SUHVVXUH�� � $QG� WKH\� DUJXH� WKDW� VXFK� D�SROLF\�FKDQJH�ZDV�HVVHQWLDOO\�ZKDW�KDSSHQHG�LQ� WKH�(50�DIWHU� WKH�FULVLV�RI�$XJXVW�������DQG�REVHUYH�WKDW�LW�DFWXDOO\�GLG�VXFFHHG�LQ�GHIXVLQJ�WHQVLRQ�LQ�WKH�FDVH�RI�WKH�(50��ZKHUH�H[FKDQJH� UDWHV� UDSLGO\� UHWXUQHG� WR� WKHLU� IRUPHU� QDUURZ� EDQGV� DIWHU� WKH� ZLGHQLQJ� RI� WKH�PDUJLQV��$V�DOUHDG\�DUJXHG��WKH�EDVLF�ORJLF�IRU�VHHNLQJ�DQ�LQWHUPHGLDWH�H[FKDQJH�UDWH�V\VWHP�WKDW�PRWLYDWHV�WKLV�SDSHU�LV�WKH�IHDU�WKDW�IUHHO\�IORDWLQJ�H[FKDQJH�UDWHV�DUH�³EDGO\�EHKDYHG´��L�H��SURQH� WR� ORVLQJ� WRXFK� ZLWK� WKH� IXQGDPHQWDOV�� RU� WR� EHFRPLQJ� PLVDOLJQHG�� � 7KHUH� LV� DW�SUHVHQW�QR�IRUPDO�ZD\�RI�PRGHOLQJ�RI�WKLV�W\SH�RI�EHKDYLRU�� �7HPSRUDU\�GHYLDWLRQV�RI�WKH�IXQGDPHQWDOV�IURP�WKHLU�QRUPDO�YDOXHV��DV�K\SRWKHVL]HG�E\�%DUWROLQL�DQG�3UDWL��VHHP�DERXW�DV� JRRG� D�ZD\� RI� LQWURGXFLQJ� VXFK� EHKDYLRU� LQWR� IRUPDO�PRGHOV� DV�ZH�KDYH� DW� WKLV� WLPH���7KHLU�UHVXOWV�VXJJHVW�WKDW�VRIW�EXIIHUV�WR�D�WDUJHW�]RQH�ZRXOG�EH�D�IHDVLEOH�ZD\�RI�PDNLQJ�DQ�LQWHUPHGLDWH�UHJLPH�PRUH�UREXVW�WR�VSHFXODWLYH�VKRFNV�$� UHFHQW�SDSHU�RI�*RRGKDUW� DQG�'HODUJ\� �������FRPSDUHV� WKH�(DVW�$VLDQ�FULVLV�ZLWK�D�QXPEHU� RI� FULVHV� XQGHU� WKH� FODVVLFDO� JROG� VWDQGDUG�� � ,W� DUJXHV� WKDW� RQH�RI� WKH� IDFWRUV� WKDW�KHOSHG�FRXQWULHV�UHFRYHU�XQGHU�WKH�FODVVLFDO�JROG�VWDQGDUG�ZDV�WKH�ZLGHVSUHDG�H[SHFWDWLRQ�WKDW� WKH�H[FKDQJH�UDWH�ZRXOG�UHYHUW� WR� LWV�SUH�FULVLV�SDULW\�RQFH�WKH�FULVLV�ZDV�RYHU��ZKLFK�DYRLGHG� ZLGHVSUHDG� LQVROYHQFLHV� VXFK� DV� UHVXOWHG� IURP� PDJQLILFDWLRQ� RI� WKH� EXUGHQ� RI�IRUHLJQ�GHEW�ZKHQ�WKH�(DVW�$VLDQ�FXUUHQFLHV�ZHUH�GHYDOXHG���7KLV�LV�D�IHDWXUH�WKDW�FRXOG�EH�UHSOLFDWHG�E\�D� WDUJHW�]RQH�ZLWK�VRIW�PDUJLQV�� LQ�D�FULVLV� WKH�FXUUHQF\�FRXOG�EH�DOORZHG�WR�GHSUHFLDWH��SHUKDSV�ZLWK�VRPH�LQWHUQDWLRQDOO\�VDQFWLRQHG�ULJKW�WR�VXVSHQG�GHEW�VHUYLFH�XQWLO�QRUPDOLW\�KDG�EHHQ�UHVWRUHG��EXW�WKH H[SHFWDWLRQ�ZRXOG�EH�WKDW�WKH�UDWH�ZRXOG�UHWXUQ�WR�LWV�WDUJHW� ]RQH� DV� D� SDUW� RI� WKH� SURFHVV� RI� FULVLV� UHVROXWLRQ�� �0F.LQQRQ� ������� HQGRUVHV� WKH�VDPH�DSSURDFK��ZKLFK�KH�GXEV�WKH�³UHVWRUDWLRQ�UXOH´�
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0RQLWRULQJ�%DQGV� $�PRUH�UHFHQW�SURSRVDO�FRPHV�IURP�D�FRPPLWWHH�LQ�,QGLD�FKDLUHG�E\�0U�� 6�6�� 7DUDSRUH�� D� IRUPHU� 'HSXW\� *RYHUQRU� RI� WKH� 5HVHUYH� %DQN� RI� ,QGLD� �7DUDSRUH�&RPPLWWHH��������7KH�FRPPLWWHH�ZDV�FKDUJHG�ZLWK�FRQVLGHULQJ�WKH�FDVH�IRU�,QGLD�WR�PRYH�WR� FDSLWDO� DFFRXQW� FRQYHUWLELOLW\��� 2QH� RI� WKHLU� VXJJHVWLRQV� ZDV� WKDW� FDSLWDO� DFFRXQW�FRQYHUWLELOLW\� VKRXOG� EH� DFFRPSDQLHG� E\� WKH� DGRSWLRQ� RI� D� µPRQLWRULQJ� EDQG¶� DV� D�IUDPHZRUN�IRU�H[FKDQJH�UDWH�PDQDJHPHQW���7KH�FHQWHU�RI�WKH�PRQLWRULQJ�EDQG��ZKLFK�WKH\�FDOOHG� WKH� ³QHXWUDO� UHDO� HIIHFWLYH� H[FKDQJH� UDWH´�� ZRXOG� DJDLQ� UHSUHVHQW� DQ� RIILFLDO�� DQG�DQQRXQFHG�� HVWLPDWH� RI� WKH� HTXLOLEULXP� H[FKDQJH� UDWH�� � :LWKLQ� VRPH� UDQJH� DURXQG� WKDW��WKH\� VXJJHVWHG� SOXV� RU�PLQXV� ILYH� SHUFHQW��� WKHUH� VKRXOG� EH� D� UXOH� WKDW� WKH� FHQWUDO� EDQN�ZRXOG�QRW LQWHUYHQH�LQ�WKH�PDUNHW����%XW�RQFH�WKH�UDWH�ZHQW�RXWVLGH�WKDW�EDQG��RQ�HLWKHU�VLGH��LW�ZRXOG�EH�DOORZHG�WR�LQWHUYHQH��LQGHHG��WKHUH�FRXOG�EH�VRPH�SUHVXPSWLRQ�WKDW�LQWHUYHQWLRQ�ZRXOG�QRUPDOO\�EH�DSSURSULDWH���%XW��RQFH�DJDLQ��WKHUH�ZRXOG�EH�QR REOLJDWLRQ WR�LQWHUYHQH��WKXV� DJDLQ� DYRLGLQJ� WKH� FRPPLWPHQW� WR� GHIHQG� D� SXEOLFO\�DQQRXQFHG� PDUJLQ� ZKLFK� KDV�SURYHG�VXFK�D�SUREOHP�LQ�SURYRNLQJ�VSHFXODWLYH�DWWDFNV�$OO�WKHVH�WKUHH�SURSRVDOV�ZRXOG�UHTXLUH�WKH�DXWKRULWLHV�WR�UHYHDO�WKH�QDWXUH�RI�WKH�SROLF\�WKH\�DUH�SXUVXLQJ��ZRXOG�DOORZ�WKHP�WR�FRRUGLQDWH�DFWLRQV�DPRQJ�WKHPVHOYHV�ZKHUH�WKDW�LV�GHVLUHG�� DQG� ZRXOG� SURYLGH� JXLGDQFH� WR� WKH� PDUNHW� ZKLFK�� WR� WKH� H[WHQW� WKH� DXWKRULWLHV�FRPPDQG�FUHGLELOLW\�� FRXOG�EH� H[SHFWHG� WR�KHOS� VWDELOL]H� UDWHV�� �%XW�QRQH�RI� WKHP�ZRXOG�FRPPLW� WKH� DXWKRULWLHV� WR� GHIHQG� D�0DJLQRW� OLQH� DQG� WKXV� ULVN� WKHLU� FUHGLELOLW\� LI� D� FULVLV�GHYHORSV���$OO�RI�WKHP�ZRXOG�SHUPLW�WKH�VWDELOL]LQJ�SURSHUWLHV�RI�WKH�UHVWRUDWLRQ�UXOH�WR�EH�H[SORLWHG�LQ�OLPLWLQJ�WKH�LPSDFW�RI�D�FULVLV���7KXV�DQ\�RQH�RI�WKHP�FRXOG�SURYLGH�WKH�EDVLV�IRU� D� YLDEOH� LQWHUPHGLDWH UHJLPH� HYHQ� XQGHU� WKH� FRQGLWLRQV� RI� KLJK� FDSLWDO�PRELOLW\� QRZ�SUHVHQW�LQ�PRVW�HPHUJLQJ�PDUNHWV�:KDW�VRUW�RI�SROLFLHV�ZRXOG�EH�XVHG�LQ�FRQMXQFWLRQ�ZLWK�VXFK�D�UHJLPH�LQ�RUGHU�WR�KHOS�VWDELOL]H�UDWHV�LQ�WKH�YLFLQLW\�RI�WKH�DQQRXQFHG�SDULW\��DQG�WKXV�EXLOG�FUHGLELOLW\"��7KH�EDVLF�SUHVXPSWLRQ�RI�VXFK�D�V\VWHP�LV�WKDW�PRQHWDU\�SROLF\�ZRXOG�JHQHUDOO\�EH�XVHG�IRU�GRPHVWLF�SXUSRVHV��H�J��IRU�WDUJHWLQJ�LQIODWLRQ���OHDYLQJ�VWHULOL]HG�LQWHUYHQWLRQ�DV�WKH�PDLQ�LQVWUXPHQW�
��,QFLGHQWDOO\�� WKH\� UHFRPPHQGHG� LQ� 0D\� RI� ����� WKDW� ,QGLD� VKRXOG� WU\� WR� HVWDEOLVK� FDSLWDO� DFFRXQW�FRQYHUWLELOLW\� ZLWKLQ� WKUHH� \HDUV�� � %XW� WKH\� DOVR� ODLG� GRZQ� VRPH� SUHFRQGLWLRQV�� OLNH� ILVFDO� GLVFLSOLQH�DQG�VROYHQW�EDQNV��ZKLFK�PDQ\�REVHUYHUV�MXGJHG�,QGLD�ZRXOG�EH�XQOLNHO\�WR�IXOILOO�ZLWKLQ�WKUHH�\HDUV�HYHQ�LQ�WKH�DEVHQFH�RI� WKH�(DVW�$VLDQ�FULVLV��VR�WKHLU�DGYLFH�ZDV�QRW�DV�UHFNOHVV�DV�LW�PD\�VRXQG�LQ�WKH�DIWHUPDWK�RI�WKDW�FULVLV�
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IRU�H[FKDQJH�UDWH�PDQDJHPHQW���2EYLRXVO\�WKDW FDQ�RQO\�EH�H[SHFWHG�WR�ZRUN�LI�WKH�FKRVHQ�SDULW\�LV�VRPHZKHUH�LQ�WKH�YLFLQLW\�RI�WKH�HTXLOLEULXP�UDWH��QR�H[FKDQJH�UDWH�V\VWHP�VKRXOG�EH�H[SHFWHG� WR�KROG�D� VHULRXVO\�XQGHUYDOXHG�RU�RYHUYDOXHG� UDWH�� � ,I� VWHULOL]HG� LQWHUYHQWLRQ�SURYHV�LQDGHTXDWH�DQG�WKH�DXWKRULWLHV�GHFLGH�WKDW�WKH�SDULW\�LV�LQGHHG�DSSURSULDWH��WKH�QH[W�WKLQJ� WKH\� QHHG� WR� H[DPLQH� LV� ZKHWKHU�PRQHWDU\� SROLF\� FRXOG� EH� DGMXVWHG� LQ� D�ZD\� WKDW�ZRXOG� SXVK� WKH� H[FKDQJH� UDWH� WRZDUG� WKH� SDULW\� ZLWKRXW� GLVUXSWLQJ� GRPHVWLF�PDFURHFRQRPLF�REMHFWLYHV���7KDW�ZLOO�EH�PRUH�OLNHO\�LI�WKHUH�LV�HQRXJK�IOH[LELOLW\�LQ�ILVFDO�SROLF\� WR� SHUPLW� D� FRPSHQVDWLQJ� ILVFDO� DGMXVWPHQW� ZKHQ� QHHGHG� WR� SUHVHUYH� LQWHUQDO�EDODQFH���,I�HYHQ�WKDW�SURYHV�LQVXIILFLHQW��WKHQ�LW�ZLOO�PDNH�VHQVH�WR�WKLQN�RI�FDSLWDO�FRQWUROV��SUHIHUDEO\� RI� WKH� SULFH�UHODWHG�� &KLOHDQ� YDULHW\�� DQG� SUHIHUDEO\� RQ� LQIORZV� UDWKHU� WKDQ�RXWIORZV�,W� LV� WLPH� WR� WXUQ� EULHIO\� WR� WKH� VHFRQG� LPSOLFDWLRQ� GUDZQ� DW� WKH� HQG� RI� WKH� SUHYLRXV�VHFWLRQ��³WKDW� LW�PD\�EH�QHFHVVDU\�WR�EXLOG�FUHGLELOLW\�WKURXJK�XQDQQRXQFHG�EXW�VXFFHVVIXO�SROLF\�RQ�WKH�6LQJDSRUH�PRGHO�EHIRUH�WU\LQJ�WR�FDSWXUH�WKH�IXOO�EHQHILWV�RI�DQ�LQWHUPHGLDWH�UHJLPH� WKURXJK� SXEOLF� DQQRXQFHPHQW�´� � 7RR� PXFK� FUHGLELOLW\� KDV� EHHQ� VTXDQGHUHG� LQ�UHFHQW� \HDUV� RQ� H[FKDQJH� UDWH� UHJLPHV� WKDW� SURYHG� QRW� WR� EH� YLDEOH� IRU� RQH� WR� KDYH�FRQILGHQFH�WKDW�D�MXPS�LQWR�D�QHZ�UHJLPH�ZRXOG�FDUU\�FUHGLELOLW\���,W�ZLOO�EH�D�SLW\�WR�KDYH�WR�SRVWSRQH�WKH�GD\�ZKHQ�D�FRXQWU\�FDQ�H[SHFW� WR�UHDOL]H� WKH�JDLQV�RI�SROLF\�FRRUGLQDWLRQ�DQG�UHDS�WKH�.UXJPDQ�VW\OH�EHQHILWV�RI�PDNLQJ�VSHFXODWLRQ�PRUH�VWDELOL]LQJ��EXW�LW�LV�EHWWHU�WR�SRVWSRQH�WKHP�WKDQ�WR�UXOH�WKHP�RXW�LQGHILQLWHO\�
9,,��&RQFOXGLQJ�5HPDUNV
,Q� FDVH� LW� LV� QRW� REYLRXV�� OHW� PH� FRQFOXGH� E\� HPSKDVL]LQJ� WKDW� WKH� YLHZ� RI� WKH� IRUHLJQ�H[FKDQJH�PDUNHW� WKDW�XQGHUOLHV� WKLV�SDSHU� LV� WKDW� LW� LV� D�PDUNHW�GRPLQDWHG�E\�QRLVH�� IDGV��EXEEOHV�� DQG� LUUDWLRQDOLW\�� UDWKHU� WKDQ� WKH� UDWLRQDO� IRUZDUG�ORRNLQJ�H[SHFWDWLRQV�HPERGLHG�LQ�WKH�PRGHOV�RI�WKH�PDUNHW�WKDW�ZH�WHDFK�RXU�VWXGHQWV�EXW�NQRZ�GR�QRW�ZRUN���,W�LV�D�PDUNHW�LQ�ZKLFK� WHFKQLFDO�DQDO\VWV�PDNH�PRQH\�E\� WUHDWLQJ� WKH� WUHQG�DV� WKHLU� IULHQG�� � ,W�KDV�HYHQ�EHHQ� VXJJHVWHG� WKDW� FKDRV� WKHRU\� ZRXOG� EH� D� XVHIXO� WRRO� WR� DQDO\]H� WKLV� PDUNHW�� � 7KH�SUREOHP�LV� WKDW�QR�RQH�KDV�DQ�LQFHQWLYH�WR� WDNH�D� ORQJ�WHUP�YLHZ�WKDW�SLQV�H[FKDQJH�UDWHV�GRZQ�WR�WKH�IXQGDPHQWDOV�XQOHVV�JRYHUQPHQWV�WDNH�RQ�WKDW�UROH���:KDW�,�KDYH�VRXJKW�WR�GRLV�VNHWFK�ZD\V�LQ�ZKLFK�WKH\�PLJKW�GR�WKDW�ZLWKRXW�WKHUHE\�H[SRVLQJ�WKHPVHOYHV�WR�WKH�ULVN�
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RI�SUHFLSLWDWLQJ�D�FULVLV���7KH�PDMRU�SDUW�RI�WKH�DQVZHU�LV�WR�UXQ�D�%%&�UHJLPH�SURSHUO\��EXW�,�KDYH�DUJXHG�WKDW�WKLV�QHHGV�WR�EH�FRPSOHPHQWHG�E\�HOLPLQDWLQJ�LQ�RQH�ZD\�RU�DQRWKHU�WKH�KDUG�HGJHV�WR�WKH�EDQG�WKDW�DW�WLPHV�VHUYH�WR�SURYLGH�PDUNHWV�ZLWK�WDUJHWV�WR�DWWDFN�7KHVH�LVVXHV�PDWWHU���7KH�FRVWV�RI�IRUHLJQ�H[FKDQJH�FULVHV�DUH�FU\VWDO�FOHDU���7KHUH�QRZ�VHHPV� WR� EH� JURZLQJ� HYLGHQFH� WKDW� H[FKDQJH� UDWH� YRODWLOLW\� KDUPV� LQYHVWPHQW�� DQG� KHQFH�RQH�PXVW�DVVXPH�WKDW�LW�LV�EDG�IRU�JURZWK���,QGHHG��WKHUH�DUH�DOUHDG\�VRPH�ILQGLQJV�WR�WKDW�HIIHFW���)RU�H[DPSOH��0DUFHO�)UDW]VFKHU��������FRQFOXGHG�WKDW�KLV�³HPSLULFDO�UHVXOWV�UHYHDO�WKDW�ZKDW�PDWWHUV� IRU�HFRQRPLF�JURZWK� LV�QRW� WKH�PHUH�DGRSWLRQ�RI�D�SDUWLFXODU�H[FKDQJH�UDWH� UHJLPH� EXW� WKH� FRPPLWPHQW� DQG� FUHGLELOLW\� RI� D� JRYHUQPHQW� WR� DFWXDOO\� VXVWDLQ� D�SDUWLFXODU�H[FKDQJH�UDWH�UHJLPH�RYHU�DQ�H[WHQGHG�SHULRG�RI�WLPH��7KH�VWULNLQJ�ILQGLQJ�LV�WKDW�DOWKRXJK�FRXQWULHV�ZLWK�VWDEOH�FXUUHQFLHV�JURZ�IDVWHU�RYHUDOO�� WKH\�DOVR�FUDVK�KDUGHU�ZKHQ�H[FKDQJH�UDWHV�KDYH�WR�EH�UHDOLJQHG�´��7KH�LQWHUPHGLDWH�UHJLPHV�GLVFXVVHG�LQ�WKLV�SDSHU�DUH�GHVLJQHG�WR�SURYLGH�HQRXJK�VWDELOLW\�WR�FDSWXUH�PRVW�RI�WKH�JURZWK�EHQHILWV�WKDW�VWDELOLW\�DW�D�FRPSHWLWLYH�UDWH�RIIHUV��ZKLOH� LQFRUSRUDWLQJ�HQRXJK�IOH[LELOLW\�WR�DYRLG�KDUG�FUDVKHV�DQG�WKH� VTXDQGHULQJ� RI� FUHGLELOLW\� WKDW� WKH\� HQWDLO�� � ,W� LV� WRR� VRRQ� WR� VXUUHQGHU� WR� WKH� FXUUHQW�RUWKRGR[\��ZKLFK�KROGV�WKDW�WKLV�LV�D�KRSHOHVV�TXHVW�
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5HIHUHQFHV%DODVVD��%HOD���������³7KH�3XUFKDVLQJ�3RZHU�3DULW\�'RFWULQH��$�5HDSSUDLVDO´��-RXUQDO�RI�3ROLWLFDO�(FRQRP\����
%DUWROLQL�� /HRQDUGR�� DQG� $OHVVDQGUR� 3UDWL� �������� ³6RIW� YHUVXV� +DUG� 7DUJHWV� IRU�,QWHUYHQWLRQ´��(FRQRPLF�3ROLF\��$SULO�
BBBB� �������� ³6RIW�([FKDQJH�5DWH�%DQGV�DQG�6SHFXODWLYH�$WWDFNV��7KHRU\��DQG�(YLGHQFH�IURP�WKH�(50�VLQFH�$XJXVW�����´��,0)�:RUNLQJ�3DSHU��������
&DOYR��*XLOOHUPR�$�� �������� ³7KH�&DVH� IRU�+DUG� 3HJV´�� SUHVHQWDWLRQ� WR� D� FRQIHUHQFH� RQ�³7R� 'ROODUL]H� RU� QRW� WR� 'ROODUL]H´� DW� WKH� 1RUWK�6RXWK� ,QVWLWXWH� LQ� 2WWDZD� RQ� ����2FWREHU��
&DOYR�� *XLOOHUPR� $��� DQG� &DUPHQ� 0�� 5HLQKDUW� �����D��� ³)HDU� RI� )ORDWLQJ´�� 0LPHR��8QLYHUVLW\�RI�0DU\ODQG�
BBBB������E���³)L[LQJ�IRU�<RXU�/LIH´��SDSHU�SUHVHQWHG�WR�WKH�%URRNLQJV�7UDGH�IRUXP�������³SROLF\�&KDOOHQJHV�LQ�WKH�1H[W�&HQWXU\´��:DVKLQJWRQ��������$SULO�
'H�/RQJ�� -��%UDGIRUG��$QGUHL�6KOHLIIHU��/DZUHQFH�+��6XPPHUV��DQG�5REHUW�-��:DOGPDQQ���������³7KH�(FRQRPLF�&RQVHTXHQFHV�RI�1RLVH�7UDGHUV´��1%(5�:RUNLQJ�3DSHU�QR��������2FWREHU�
BBBB���������³7KH�6XUYLYDO�RI�1RLVH�7UDGHUV�LQ�)LQDQFLDO�0DUNHWV´��1%(5�:RUNLQJ�3DSHU�QR��������6HSWHPEHU�
'RUQEXVFK��5XGLJHU��DQG�<XQJ�&KXO�3DUN����������³)OH[LELOLW\�RU�1RPLQDO�$QFKRUV"´��LQ�6��&ROOLJQRQ��-��3LVDQL�)HUU\��DQG�<�&��3DUN��HGV���([FKDQJH�5DWH�3ROLFLHV�LQ�(PHUJLQJ�$VLDQ�(FRQRPLHV���1HZ�<RUN��5RXWOHGJH�
(WKLHU��:LOIUHG��DQG�$UWKXU�,��%ORRPILHOG���������0DQDJLQJ�WKH�0DQDJHG�)ORDW��3ULQFHWRQ�(VVD\V�LQ�,QWHUQDWLRQDO�)LQDQFH�QR�����
)UDW]VFKHU�� 0DUFHO� �������� ³7KH� ,PSDFW� RI� ([FKDQJH� 5DWH� 5HJLPHV� DQG� 6WDELOLW\� RQ�0DFURHFRQRPLF�3HUIRUPDQFH��$Q�(PSLULFDO�$QDO\VLV´��PLPHR�
*RRGKDUW��&KDUOHV��DQG�3�-�5��'HODUJ\���������³)LQDQFLDO�&ULVHV��3OXV�FD�&KDQJH��SOXV�F¶HVW�OD�0HPH�&KRVH´��,QWHUQDWLRQDO�)LQDQFH �������������
-HDQQH��2OLYLHU�� DQG�$QGUHZ�5RVH� �������� ³1RLVH�7UDGLQJ�DQG�([FKDQJH�5DWH�5HJLPHV´��1%(5�:RUNLQJ�3DSHU�QR��:�����
.UXJPDQ��3DXO���������³7DUJHW�=RQHV�DQG�([FKDQJH�5DWH�'\QDPLFV´��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV����������$XJXVW�
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.UXJPDQ�� 3DXO�� DQG� 0DUFXV� 0LOOHU� �������� ³:K\� +DYH� D� 7DUJHW� =RQH"´�� &DUQHJLH�5RFKHVWHU�6HULHV�RQ�3XEOLF�3ROLF\ ������������
0DOSDVV�� 'DYLG� �������� ³7KH� $PHULFDV�� 7KLV� 7LPH�� 0D\EH� %UD]LO� 5HDOO\� 'RHV� +DYH� D�)XWXUH´��:DOO�6WUHHW�-RXUQDO�����-XO\�
0F.LQQRQ��5RQDOG�,����������³$IWHU�WKH�&ULVLV��WKH�(DVW�$VLDQ�'ROODU�6WDQGDUG�5HVXUUHFWHG��$Q� ,QWHUSUHWDWLRQ�RI�+LJK�)UHTXHQF\�([FKDQJH�5DWH�3HJJLQJ´��SDSHU�SUHVHQWHG� WR�D�FRQIHUHQFH�RI�WKH�$6($1�(FRQRPLF�$VVRFLDWLRQV�LQ�6LQJDSRUH�RQ�����6HSWHPEHU�
0HHVH�� 5LFKDUG�� DQG� .HQQHWK� 5RJRII� �������� ³(PSLULFDO� ([FKDQJH� 5DWH� 0RGHOV� RI� WKH�����V��'R�7KH\�)LW�2XW�RI�6DPSOH"´��-RXUQDO�RI�,QWHUQDWLRQDO�(FRQRPLFV�����
2UWL]��*XLOOHUPR��DQG�$JXVWLQ�&DUVWHQV���������³7KH�([SHULHQFH�ZLWK�D�)ORDWLQJ�([FKDQJH�5DWH� 5HJLPH�� 7KH� &DVH� RI� 0H[LFR´�� SDSHU� SUHVHQWHG� WR� D� FRQIHUHQFH� RQ�³,QWHUQDWLRQDO�)LQDQFLDO�0DUNHWV��7KH�&KDOOHQJH�RI�*OREDOL]DWLRQ´�DW�7H[DV�$�DQG�0�8QLYHUVLW\�����0DUFK�
3LVDQL�)HUU\��-HDQ��DQG�%HQRLW�&RHXUH���������³7KH�([FKDQJH�5DWH�5HJLPH�$PRQJ�0DMRU�&XUUHQFLHV´��SDSHU�SUHVHQWHG�WR�WKH�,0)�&RQIHUHQFH�RQ�.H\�,VVXHV�LQ�5HIRUP�RI�WKH�,QWHUQDWLRQDO�0RQHWDU\�DQG�)LQDQFLDO�6\VWHP��:DVKLQJWRQ��0D\�������
5RVH��$QGUHZ���������³([FKDQJH�5DWH�9RODWLOLW\��0RQHWDU\�3ROLF\��DQG�&DSLWDO�0RELOLW\��(PSLULFDO� (YLGHQFH� RQ� WKH� +RO\� 7ULQLW\´�� -RXUQDO� RI� ,QWHUQDWLRQDO� 0RQH\� DQG�)LQDQFH��
6DPXHOVRQ� 3DXO�$����������³7KHRUHWLFDO�1RWHV�RQ�7UDGH�3UREOHPV´��5HYLHZ�RI�(FRQRPLFV�DQG�6WDWLVWLFV�����
6FKXOVWDG�� 3DXO�� DQG� $QJHO� 6HUUDW� �������� $Q� (PSLULFDO� ([DPLQDWLRQ� RI� D� 0XOWLODWHUDO�7DUJHW�=RQH�0RGHO �%DQFR�GH�(VSDQD��'RFXPHQWR�GH�7UDEDMR�QR��������
6YHQVVRQ�� /DUV� (�2�� �������� ³$Q� ,QWHUSUHWDWLRQ� RI� 5HFHQW� 5HVHDUFK� RQ� ([FKDQJH� 5DWH�7DUJHW�=RQHV´��-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV��������)DOO�
7DUDSRUH� &RPPLWWHH� ��������5HSRUW� RI� WKH� &RPPLWWHH� RQ�&DSLWDO� $FFRXQW�&RQYHUWLELOLW\�0XPEDL��5HVHUYH�%DQN�RI�,QGLD��
:LOOLDPVRQ��-RKQ���������7KH�&UDZOLQJ�3HJ� 3ULQFHWRQ�(VVD\V�LQ�,QWHUQDWLRQDO�)LQDQFH�QR�����BBBB� �������� ³$QRWKHU� &DVH� RI� 3URILWDEOH� 'HVWDELOL]LQJ� 6SHFXODWLRQ´�� -RXUQDO� RI�,QWHUQDWLRQDO�(FRQRPLFV�����SS�������
BBBB� �������� 7KH� ([FKDQJH� 5DWH� 6\VWHP �:DVKLQJWRQ�� ,QVWLWXWH� IRU� ,QWHUQDWLRQDO�(FRQRPLFV��UHYLVHG�HGLWLRQ��
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BBBB� �������� 7KH� &UDZOLQJ� %DQG� DV� DQ� ([FKDQJH� 5DWH� 5HJLPH�� /HVVRQV� IURP� &KLOH��&RORPELD��DQG�,VUDHO �:DVKLQJWRQ��,QVWLWXWH�IRU�,QWHUQDWLRQDO�(FRQRPLFV��
BBBB� �������� ([FKDQJH� 5DWH� 5HJLPHV IRU� (PHUJLQJ�0DUNHWV�� 5HYLYLQJ� WKH� ,QWHUPHGLDWH�2SWLRQ �:DVKLQJWRQ��,QVWLWXWH�IRU�,QWHUQDWLRQDO�(FRQRPLFV��
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