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1HZ7UHQGVLQ(J\SW¶V7UDGH3ROLF\ DQG)XWXUH&KDOOHQJHV $PDO5HIDDW :RUNLQJ3DSHU1R 0DUFK



$PDO5HIDDWLVDQHFRQRPLVWDW7KH(J\SWLDQ&HQWHUIRU(FRQRPLF6WXGLHV(&(6 6KHLVLQGHEWHGWR 'U$KPHG*DODODQG'U6DPLKD)DZ]\IRUWKHLUYDOXDEOHFRPPHQWVDQGVXJJHVWLRQV



(&(6:35HIDDW



$EVWUDFW



7KLV SDSHU DQDO\]HV (J\SW¶V WUDGH SROLF\ UHIRUPV VLQFH  WR HYDOXDWH WKH JHQHUDO



RSHQQHVVRIWKHHFRQRP\&KDQJHVLQWDULIIVDGGLWLRQDOWD[HVDQGVXEVLGLHVQRQWDULII EDUULHUV DQG WKH H[FKDQJH UDWH V\VWHP DUH VXUYH\HG DV LQGLFDWRUV RI OLEHUDOL]DWLRQ



WUHQGVLQWKHHFRQRP\7KHDQDO\VLVH[WHQGVEH\RQGWKHVWDWXVTXRDQGFRQVLGHUVWKH IXWXUH RIWUDGHOLEHUDOL]DWLRQLQOLJKWRI(J\SW¶VLQYROYHPHQWLQPXOWLODWHUDOUHJLRQDO DQGELODWHUDOWUDGHDJUHHPHQWVZLWKWKH(XURSHDQ8QLRQWKH8QLWHG6DWHV(DVWHUQDQG



6RXWKHUQ $IULFD DQG $UDE FRXQWULHV 7KH SDSHU LGHQWLILHV WKH FKDOOHQJHV WR IXWXUH OLEHUDOL]DWLRQ RI (J\SW¶V WUDGH LQFOXGLQJ WKH SURVSHFW RI VWURQJ FRPSHWLWLRQ DEURDG



6XEFRQWUDFWLQJ PDLQWDLQLQJ D UHVSRQVLYH H[FKDQJH UDWH LPSURYLQJ WKH LQGLFDWRUV RI



FRPSHWLWLYHQHVVDUHDPRQJWKHUHFRPPHQGDWLRQVIRULQFUHDVLQJ(J\SW¶VLQWHJUDWLRQLQ JOREDOWUDGH
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$)7$ &$&0



&$3



&(7



&20(6$ '5&



/LVWRI$FURQ\PV



$UDE)UHH7UDGH$JUHHPHQW &HQWUDO$PHULFDQ&RPPRQ0DUNHW



&RPPRQ$JULFXOWXUDO3ROLF\ &RPPRQ([WHUQDO7DULII



&RPPRQ0DUNHWIRU(DVWHUQDQG6RXWKHUQ$IULFD 'RPHVWLF5HVRXUFH&RVW



(5(5



(IIHFWLYH5HDO([FKDQJH5DWH



(8



(XURSHDQ8QLRQ



(53 )7$



(IIHFWLYH5DWHRI3URWHFWLRQ )UHH7UDGH$JUHHPHQW



*63



*HQHUDOL]HG6\VWHPRI3UHIHUHQFHV



0)1



0RVW)DYRUHG1DWLRQ



153



1RPLQDO5DWHRI3URWHFWLRQ



0)$ 1$)7$ 17%



2(&' 5((5 7,)$ :72



0XOWL)LEHU$JUHHPHQW



1RUWK$PHULFD)UHH7UDGH$JUHHPHQW 1RQWUDGH%DUULHU



2UJDQL]DWLRQIRU(FRQRPLF&RRSHUDWLRQDQG'HYHORSPHQW 5HDO(IIHFWLYH([FKDQJH5DWH



7UDGHDQG,QYHVWPHQW)UDPHZRUN$JUHHPHQW :RUOG7UDGH2UJDQL]DWLRQ



(&(6:35HIDDW ,,QWURGXFWLRQ



$IWHUGHFDGHVRISURWHFWLRQLVWWKHRULHVDQGLQGXVWULDOL]DWLRQSROLFLHVEDVHGRQLPSRUWVXEVWLWXWLRQLQWKH V HFRQRPLVWV EHJDQ DGYRFDWLQJ GHYHORSPHQW VWUDWHJLHV EDVHG RQ WUDGH OLEHUDOL]DWLRQ DQG H[SRUW SURPRWLRQ7KHGHEWFULVLVRIWKHSRRUSHUIRUPDQFHRIWKHLQZDUGRULHQWHGHFRQRPLHVFRPSDUHG



WR WKH RXWZDUGRULHQWHG UDSLGO\JURZLQJ (DVW $VLDQ FRXQWULHV DQG WKH FROODSVH RI WKH FRPPXQLVW V\VWHPDOOSOD\HGDQLPSRUWDQWUROHLQUHVKDSLQJSROLF\YLHZV(GZDUGV 6LQFHWKHSDFHRI



JOREDOWUDGHLQJRRGVDQGVHUYLFHVKDVDFFHOHUDWHGDQGRXWSDFHGWKHH[SDQVLRQRIWKHZRUOG*'3,QWKH HDUO\ V WKH HODVWLFLW\ RI WUDGH WR *'3 MXPSHG WR DERYH WZR DQG WKH UDWLR RI H[SRUWV WR *'3 UHDFKHG SHUFHQWLQ(XURSHDQ&RPPLVVLRQ  



2QWKHZKROHGHYHORSLQJFRXQWULHVIROORZHGWKLVWUHQG7KH\KDYHEHFRPHPRUH



RSHQ RYHU WLPH DQG IRU PRVW GHYHORSLQJ FRXQWULHV WUDGH OLEHUDOL]DWLRQ KDV EHHQ D JUDGXDO SURFHVV ,W XVXDOO\ EHJLQV ZLWK H[FKDQJH FRQWUROV IROORZHG E\ QRQWDULII



EDUULHUV DQG HYHQWXDOO\ WDULIIV $QGULDPDQDQMDUD DQG 1DVK   ,Q WKH FDVH RI (J\SWLWZDVWKHILUVWDPRQJWKH0LGGOH(DVWHUQDQG$UDEFRXQWULHVWRDGRSWDWUDGH



OLEHUDOL]DWLRQ SROLF\ GXULQJ WKH V :LOVRQ   %XW KRZ KDYH OLEHUDOL]DWLRQ WUHQGVHYROYHGLQWKH(J\SWLDQHFRQRP\VLQFHWKHQ"



7KLVSDSHUVXUYH\VWKHUHIRUPVLQ(J\SW¶VPHUFKDQGLVHWUDGHSROLF\VLQFHWR



GDWH WR HYDOXDWH WKHLU LPSDFW RQ WKH RSHQQHVV RI WKH HFRQRP\ 7KH DQDO\VLV DOVR FRQVLGHUV WKH IXWXUH SURVSHFWV IRU WUDGH OLEHUDOL]DWLRQ LQ (J\SW LQ OLJKW RI LWV FXUUHQW



DQG IXWXUH LQYROYHPHQW LQ PXOWLODWHUDO UHJLRQDO DQG ELODWHUDO WUDGH DJUHHPHQWV 7KH XOWLPDWH WR  REMHFWLYH LV WR LGHQWLI\ WKH XSFRPLQJ FKDOOHQJHV (J\SW ZLOO IDFH DV LW PRYHVWRZDUGVDPRUHOLEHUDOIRUHLJQWUDGHVHFWRU



7KLVSDSHULVRUJDQL]HGDVIROORZV6HFWLRQ,,EULHIO\RXWOLQHVWKHVDOLHQWIHDWXUHV



RI (J\SW¶V IRUHLJQ WUDGH VHFWRU 6HFWLRQ ,,, WUDFHV WKH SURJUHVV RI WUDGH OLEHUDOL]DWLRQ DQGRSHQQHVVLQWKH(J\SWLDQHFRQRP\VLQFH6HFWLRQ,9GLVFXVVHVWKHIXWXUHRI



WUDGH OLEHUDOL]DWLRQ LQ (J\SW 6HFWLRQ 9KLJKOLJKWVWKHIXWXUHFKDOOHQJHVDQG 6HFWLRQ 9,FRQFOXGHV



,,7KH0DLQ)HDWXUHVRI(J\SW¶V)RUHLJQ7UDGH6HFWRU



(J\SW¶VWUDGHEDODQFHKDVEHHQFRQWLQXRXVO\LQGHILFLWWKURXJKRXWWKHZKROHSHULRGRI



WKH VWXG\ IURP  WR  7KH JDS EHWZHHQ H[SRUWV DQG LPSRUWV KDV EHHQ



LQFUHDVLQJ VLQFH  DW DQ DYHUDJH DQQXDO JURZWK UDWH RI  SHUFHQW ,Q  WKH 7UDGHOLEHUDOL]DWLRQLVGHILQHGDVDUHGXFWLRQLQWUDGHUHVWULFWLRQVDQGDQLQFUHDVHLQWKHXVHRISULFHV LQVWHDGRIGLVFUHWLRQDU\LQWHUYHQWLRQ 







(&(6:35HIDDW



VKDUH RI WKH WUDGH GHILFLW LQ *'3 ZDV  SHUFHQW DQG LW KDV UHPDLQHG LQ WKLV UDQJH VLQFH WKH EHJLQQLQJ RI WKH (FRQRPLF 5HIRUP DQG 6WUXFWXUDO $GMXVWPHQW 3URJUDP (56$3 LQ



7KH GHYHORSPHQWVLQ(J\SW¶VWUDGHEDODQFHKDYHKDGGLIIHUHQWXQGHUO\LQJIDFWRUVRYHUWLPH%HIRUH



 WKH JDS EHWZHHQ H[SRUWV DQG LPSRUWV ZLGHQHG PDLQO\ GXH WR DQ XSVXUJH LQ WKH YROXPH RI LPSRUWVHVSHFLDOO\WKDWRIUDZPDWHULDOVDQGLQYHVWPHQWJRRGV7KLVWUHQGZDVUHLQIRUFHGWRZDUGVWKH



HQGRIWKHVWXG\SHULRGE\DGHWHULRUDWLRQLQ(J\SW¶VWHUPVRIWUDGH)LJXUH %HWZHHQDQG WKH WUDGH GHILFLW IOXFWXDWHG 7KHVH IOXFWXDWLRQV ZHUH FORVHO\ OLQNHG WR WKH FKDQJHV LQ WKH TXDQWLWLHV RI (J\SW¶V H[SRUWV )URP  RQZDUGV WKH GHILFLW KDV EHHQ VWHDGLO\ H[SDQGLQJ GXH WR LQFUHDVHV LQ WKH



TXDQWLWLHV RI LPSRUWV WKDW RXWZHLJK WKH LPSURYHPHQWV (J\SW KDV ZLWQHVVHG LQ LWV WHUPV RI WUDGH IRU VRPH\HDUV



)LJXUH([SRUWVDQG,PSRUWV4XDQWLW\,QGLFHVDQG7HUPVRI7UDGHWR  



  



 































































































































































 



,PSRUW4XDQWLW\,QGH[















([SRUW4XDQWLW\,QGH[7HUPVRI7UDGH



6RXUFH &DOFXODWHGIURP&$30$6)RUHLJQ7UDGH,QGLFHVGLIIHUHQWLVVXHV



7KH WUDGH GHILFLW LV SUREOHPDWLF QRW RQO\ EHFDXVH LW LV JURZLQJ EXW DOVR EHFDXVH



WKHZD\LWLVILQDQFHGHPERGLHVULVNZKLFKFRXOGKDYHDQHJDWLYHLPSDFWRQ(J\SW¶V



EDODQFH RI SD\PHQW DV D ZKROH $ FRQVLGHUDEOH DPRXQW RI WKH ILQDQFLQJ LV FORVHO\



UHODWHG WR IRUHLJQ DLG DQG WR RLO²PDLQO\ WKURXJK WKH IRUHLJQ GLUHFW LQYHVWPHQW FRQFHQWUDWHG LQ WKH RLO VHFWRU DQG ZRUNHUV¶ UHPLWWDQFHV WKDW DUH LQGH[HG WR WKH RLO UHYHQXHVRIWKH*XOIUHJLRQ3HWUL $GGWRWKLVWKDWRLODQGLWVSURGXFWVDFFRXQW



IRU DERXW KDOI RI WRWDO H[SRUW UHYHQXHV ,Q  WKH RIILFLDO WUDQVIHUV UHSUHVHQWHG



 SHUFHQWRIWKHWUDGHGHILFLWDQGWKHQHWSULYDWHWUDQVIHUVIRUPHGDQRWKHU SHUFHQW 



(&(6:35HIDDW



([SRUW FRYHUDJH RI LPSRUWV ZDV RQO\  SHUFHQW ZLWK SHWUROHXP H[SRUWV DFFRXQWLQJ IRU SHUFHQWRIWKHWRWDOPHUFKDQGLVHH[SRUWV



(J\SW¶V H[SRUWV UHPDLQHG FRQFHQWUDWHG LQ D KDQGIXO RI FDWHJRULHV IRU WKH ZKROH



SHULRG RI WKH VWXG\ 7KH PRVW LPSRUWDQW H[SRUW FDWHJRU\ ZDV PLQHUDO SURGXFWV



DFFRXQWLQJIRU SHUFHQWRIWRWDO(J\SWLDQH[SRUWVLQDQG SHUFHQWRIH[SRUWV



LQ  7KH VHFRQG PRVW LPSRUWDQW H[SRUW ZDV WH[WLOHV DQG FORWKLQJ  SHUFHQW LQ DQG SHUFHQWLQ IROORZHGE\YHJHWDEOHSURGXFWV SHUFHQWLQDQG



 SHUFHQWLQ EDVHPHWDOVDQGUHODWHGSURGXFWV SHUFHQW DQG SHUFHQWLQWKH WZR UHVSHFWLYH \HDUV  DQG FKHPLFDO SURGXFWV  SHUFHQW LQ  DQG  SHUFHQW LQ   :LWKLQ WKHVH H[SRUW FDWHJRULHV WKH LPSRUWDQFH RI VRPH SURGXFWV LQFUHDVHG



ZKLOHWKDWRIRWKHUVGHFUHDVHG 7KHVHFKDQJHVWUDQVODWHG WRDQLQFUHDVHLQWKHVKDUHRI



PDQXIDFWXUHG JRRGV LQ WRWDO (J\SWLDQ H[SRUWV IURP  SHUFHQW LQ  WR SHUFHQW LQ  ZLWK ZRYHQ FRWWRQ FRWWRQ \DUQ DOXPLQXP LQJRWV DQG EOHDFKHG ULFH RQ WKH



WRS RI WKH OLVW 1HYHUWKHOHVV WKH SHUIRUPDQFH RI PDQXIDFWXUHG H[SRUWV DQG (J\SW¶V PHUFKDQGLVHH[SRUWVLQJHQHUDOKDYHEHHQGLVDSSRLQWLQJHVSHFLDOO\ZKHQFRPSDUHGWR &KLQD 6RXWKHDVW $VLDQ FRXQWULHV DQG WKH &HQWUDO DQG (DVWHUQ (XURSHDQ FRXQWULHV 6DFKV 



(J\SW¶VLPSRUWVDUHPRUHGLYHUVLILHGWKDQLWVH[SRUWV,Q SHUFHQWRIWRWDO



LPSRUWVZHUHFRQFHQWUDWHGLQSURGXFWFDWHJRULHVZKLOH SHUFHQWRIWRWDOH[SRUWV ZHUHFRQFHQWUDWHGLQRQO\ILYHSURGXFWFDWHJRULHV0DFKLQHU\DQGYHJHWDEOHSURGXFWV



UHPDLQHG WKH PRVW LPSRUWDQW LPSRUWV EHWZHHQ  DQG  6RPH LPSRUW FDWHJRULHVDVPHDVXUHGE\WKHLUVKDUHRIWRWDOLPSRUWVGHFOLQHGVLJQLILFDQWO\VXFKDV



YHKLFOHV IURP  SHUFHQW LQ  WR  SHUFHQW LQ   PLQHUDO SURGXFWV IURP



 SHUFHQW WR  SHUFHQW  DQG OLYLQJ DQLPDOV DQG UHODWHG SURGXFWV IURP  SHUFHQW WR  SHUFHQW 7KHVKDUHRIRWKHULPSRUWFDWHJRULHVLQWRWDOLPSRUWVLQFUHDVHGLQFOXGLQJ



SDSHU SDSHUPDNLQJ PDWHULDOV DQG UHODWHG DUWLFOHV IURP  SHUFHQW WR  SHUFHQW  DUWLILFLDO UHVLQV SODVWLF PDWHULDOV FHOOXORVH DQG UXEEHU IURP  SHUFHQW WR  SHUFHQW  DQG IDWV RLO DQG UHODWHG SURGXFWV  SHUFHQW WR  SHUFHQW  7KH UHPDLQLQJ LPSRUW FDWHJRULHVPDLQWDLQHGWKHLULPSRUWDQFHRYHUWLPH



7KHUH ZDV DQ LQFUHDVH LQ WKH VLJQLILFDQFH RI UHILQHG SHWUROHXP LQ WKH PLQHUDOV FDWHJRU\ IURP  SHUFHQWRIPLQHUDOH[SRUWVLQWRSHUFHQWLQ DWWKHH[SHQVHRIFUXGHSHWUROHXPSHUFHQW WR  SHUFHQW  ,Q  UDZ FRWWRQ DFFRXQWHG IRU QR PRUH WKDQ  SHUFHQW RI WKH WH[WLOH H[SRUWV FRPSDUHGWRSHUFHQWLQZKHUHDVUHDG\PDGHJDUPHQWVDQGQRQFRWWRQWH[WLOHH[SRUWVLQFUHDVHG RYHUWLPH$OXPLQXPEDUVZKLFKUHSUHVHQWHGDERXWSHUFHQWRIWRWDOEDVHPHWDOH[SRUWVDFFRXQWHG RQO\IRUSHUFHQWLQ 







(&(6:35HIDDW



7KHGLUHFWLRQRI(J\SW¶VWUDGHFKDQJHGVLJQLILFDQWO\RYHUWKHSDVW\HDUV:KLOH



WKHVKDUHRIH[SRUWVWRWKH8QLWHG6WDWHVTXDGUXSOHGEHWZHHQDQGWKHVKDUH RIH[SRUWVWRWKH(DVWHUQ%ORFGHFOLQHGDVGLGWKHLPSRUWVIURPWKLVUHJLRQ&XUUHQWO\



(J\SW¶V PDMRU WUDGLQJ SDUWQHUV DUH WKH (XURSHDQ 8QLRQ DQG WKH 8QLWHG 6WDWHV ,Q  WKH\ DEVRUEHG  SHUFHQW RI (J\SW¶V H[SRUWV DQG VXSSOLHG (J\SW ZLWK  SHUFHQW RI LWV LPSRUW QHHGV (J\SW¶V WUDGH ZLWK WKH $UDE FRXQWULHV LV E\ IDU OHVV



VLJQLILFDQW ,Q WKH VDPH \HDU RQO\  SHUFHQW RI (J\SW¶V H[SRUWV ZHUH GHVWLQHG IRU $UDEFRXQWULHVDQGRQO\ SHUFHQWRI(J\SW¶VLPSRUWVFDPHIURPWKHUH7DEOH  7DEOH'LVWULEXWLRQRI(J\SW¶V([SRUWV,PSRUWVDQG7UDGH'HILFLWE\7UDGLQJ3DUWQHU DQGSHUFHQW (XURSHDQ8QLRQ 8QLWHG6WDWHV $UDE&RXQWULHV 2WKHU$IULFDQDQG$VLDQ&RXQWULHV 2WKHUV



([SRUWV ,PSRUWV         



    



6RXUFH &HQWUDO%DQNRI(J\SW(FRQRPLF5HYLHZGLIIHUHQWLVVXHV



    



    



7UDGH'HILFLW       



    



,,,&KDQJHVLQ(J\SW¶V7UDGH3ROLF\DQGWKH,PSDFWRQ7UDGH2SHQQHVV



(J\SW EHJDQ WKH V ZLWK D PXFK OHVV UHVWULFWLYH WUDGH UHJLPH FRPSDUHG WR WKH



SHULRGIURPWRGXHWRWKHWUDGHOLEHUDOL]DWLRQSROLFLHVLPSOHPHQWHGLQWKH



PLGV /LEHUDOL]DWLRQ PHDVXUHV LQFOXGHG HOLPLQDWLQJ WKH VWDWH PRQRSRO\ RQ LPSRUWDWLRQE\YLUWXHRIWKH([SRUW,PSRUW/DZ1R LQWURGXFLQJWKH2ZQ ,PSRUW 6\VWHP SKDVLQJ RXW ELODWHUDO WUDGH DJUHHPHQWV DQG FUHDWLQJ IUHH WUDGH ]RQHV :LOVRQ 



7KHVH PHDVXUHV IRFXVHG PDLQO\ RQ OLEHUDOL]LQJ SD\PHQWV UDWKHU WKDQ UHGXFLQJ



WDULIIVDQGQRQWDULIIEDUULHUVWRWUDGH7KLVLVZK\DWWKHEHJLQQLQJ RIWKHVWKH WDULII UDWHV ZHUH KLJK DQG QRQWDULII EDUULHUV ZHUH XVHG H[WHQVLYHO\ 7KH GLVWRUWLYH HIIHFWV RI WKH WUDGH SROLF\ ZHUH IXUWKHU DJJUDYDWHG E\ WKH SUHYDOHQFH RI WKH PXOWLSOH H[FKDQJH UDWH %XW KRZ GLG WUDGH UHIRUP SURFHHG GXULQJ WKH IROORZLQJ \HDUV" +DYH



WKHUH EHHQ VLJQLILFDQW VKLIWV LQ WKH WUDGH OLEHUDOL]DWLRQ WUHQGV" +DYH WKH WUDGH SROLF\ UHIRUPV OHG WR JUHDWHU RU OHVV RSHQQHVV RI WKH (J\SWLDQ HFRQRP\" 7KLV VHFWLRQ



$FFRUGLQJ WR WKH 2ZQ ,PSRUW 6\VWHP WKH SULYDWH VHFWRU LV DOORZHG WR XVH LWV IRUHLJQ H[FKDQJH HDUQLQJVWRILQDQFHLPSRUWSXUFKDVHV  2YHU WKH SHULRG  WR  WKH XQZHLJKWHG DYHUDJH 0RVW )DYRUHG1DWLRQ0)1 WDULIILQ(J\SW ZDV  SHUFHQW FRPSDUHG ZLWK  SHUFHQW LQ /DWLQ $PHULFD SHUFHQW LQ WKH 0LGGOH (DVW DQG 1RUWK $IULFD DQG  SHUFHQW LQ (DVW $VLD %HWZHHQ  DQG  WKH SHUFHQWDJH RI WDULII OLQHV 







(&(6:35HIDDW



DWWHPSWV WR DQVZHU WKHVH TXHVWLRQV )LUVW WKH DQDO\VLV IRFXVHV RQ WKH FKDQJHV WKDW



RFFXUUHG LQ WKH PDLQ WUDGH SROLF\ LQVWUXPHQWV RYHU WKH SHULRG RI WKH VWXG\ DQG WKHQ WUDFHVWKHLPSDFWRIWKHVHFKDQJHVRQWUDGHRSHQQHVV



7UDGH/LEHUDOL]DWLRQ7UHQGV&KDQJHVLQ7UDGH3ROLF\,QVWUXPHQWV



,Q JHQHUDO WKHUH DUH WKUHH PDLQ LQGLFDWRUV RI FKDQJH WRZDUGV WUDGH OLEHUDOL]DWLRQ FKDQJHVLQWDULIIVDQGDGGLWLRQDOWD[HVDQGVXEVLGLHVFKDQJHVLQWKHQRQWDULIIEDUULHUV



17%V WRWUDGHDQGFKDQJHVLQWKHH[FKDQJHUDWHV\VWHP/RZHULQJWKHDYHUDJHOHYHO DQG GLVSHUVLRQ RI UDWHV RI SURWHFWLRQ DQG UHGXFLQJ WKH FRYHUDJH DQG OHYHO RI 17%V



OHDGWRPRUHOLEHUDOL]DWLRQ$VKLIWIURPPXOWLSOHH[FKDQJHUDWHVWRDXQLIRUPUDWHDQG D UHDO GHYDOXDWLRQ DOVR FRQVWLWXWH D VWHS WRZDUGV OLEHUDOL]DWLRQ 8QLILFDWLRQ RI WKH



H[FKDQJH UDWH UHPRYHV GLVFULPLQDWLRQ EHWZHHQ WUDGDEOH DFWLYLWLHV DQG GHYDOXDWLRQ UHGXFHVWKHSUHVVXUHRITXDQWLWDWLYHUHVWULFWLRQVRQUDWLRQLQJLPSRUWVDQGUHGXFHVDQWL H[SRUWELDV3DSDJHRUJLRXHWDO 



7KHFKDQJHVLQHDFKRIWKHVHLQGLFDWRUVDUH GLVFXVVHGLQGHWDLOQH[W,WVKRXOGEH



QRWHGWKDWWKHVHFKDQJHVEHJDQZLWKWKHWDULIIUHIRUPVLQ$XJXVWDQGFRQWLQXHG ZLWK WKH DQQRXQFHPHQW RI WKH (56$3 7KH ODWWHU LQFOXGHG D WUDGH OLEHUDOL]DWLRQ



FRPSRQHQW WKDW DLPHG DW FKDQJLQJ (J\SW¶V LQZDUGRULHQWHG LPSRUWVXEVWLWXWLRQ VWUDWHJ\RIWKHSDVWGHFDGHV



&KDQJHVLQ7DULIIV7D[HVDQG6XEVLGLHV



7DULIIEDVHG3URWHFWLRQ



2YHU WKH SHULRG RI WKLV VWXG\ WDULIIV KDYH XQGHUJRQH VHYHUDO FKDQJHV WKDW



FRQVWLWXWHDFOHDUPRYHWRZDUGVOLEHUDOL]DWLRQDQGWKHEHJLQQLQJRIDQHIILFLHQWXVHRI WDULIIVDVDSROLF\LQVWUXPHQW)LUVWWKHDYHUDJHVRIERWKWKHQRPLQDOHIIHFWLYHUDWHRI



SURWHFWLRQ 153  DQG HIIHFWLYH UDWHV RI SURWHFWLRQ (53 KDYH GHFOLQHG RYHU WLPH DV



VKRZQLQ7DEOHEHORZ 7KHFROOHFWLRQUDWH²WKHUDWLRRILPSRUWGXWLHVFROOHFWHGWR



WKHYDOXHRILPSRUWV²KDVDOVREHHQVWHDGLO\GHFOLQLQJIURP SHUFHQWLQWR  SHUFHQWLQDQGIXUWKHUWRDOPRVW SHUFHQWLQ,WLVH[SHFWHGWKDW



WKH FROOHFWLRQ UDWH ZLOO FRQWLQXH WR GHFUHDVH LQ WKH IXWXUH WR UHDFK  SHUFHQW LQ ,QWHUQDWLRQDO0RQHWDU\)XQGE 



DIIHFWHG E\ QRQWDULII EDUULHUV LQ (J\SW ZDV  SHUFHQW FRPSDUHG ZLWK  SHUFHQW LQ /DWLQ $PHULFD SHUFHQWLQWKH0LGGOH (DVWDQG1RUWK$IULFDDQGSHUFHQWLQ(DVW$VLD  (53 WDNHV LQWR FRQVLGHUDWLRQ WDULIIV RQ LQSXWV DQG RXWSXW ,W PD\ EH GHILQHG DV WKH H[FHVV RI WKH GRPHVWLF YDOXH DGGHG YDOXH DGGHG XQGHU WKH SUHYDLOLQJ WDULII VWUXFWXUH RYHUWKHLQWHUQDWLRQDOPDUNHW YDOXH DGGHG YDOXH DGGHG LQ DEVHQFH RI QRPLQDO SURWHFWLRQ  ,W WKXV UHYHDOV WKH LQFHQWLYH VWUXFWXUH SUHYDLOLQJLQWKHHFRQRP\GXHWRGRPHVWLFSROLFLHV 



(&(6:35HIDDW 6HFRQG WKH WDULII GLVSHUVLRQ DV PHDVXUHG E\ WKH UDQJH RI QRPLQDO WDULIIV DQG WKH VWDQGDUG



GHYLDWLRQ RI WKH 153 DQG (53 KDV EHHQ GHFUHDVLQJ 7KH PD[LPXP WDULII UDWH GHFOLQHG IURP  SHUFHQWLQWR SHUFHQWLQ SHUFHQWLQ SHUFHQWLQ SHUFHQWLQ



DQGIXUWKHUWR SHUFHQWLQ7KHVWDQGDUGGHYLDWLRQRIWKHWDULIIVKDVDOVRGHFOLQHG7DEOH 


WKH H[LVWLQJ SDWWHUQ RI SURWHFWLRQ GLVFULPLQDWHV DJDLQVW DFWLYLWLHV ZLWK D FRPSDUDWLYH DGYDQWDJH 7KH UDQNFRUUHODWLRQFRHIILFLHQWVEHWZHHQGRPHVWLFUHVRXUFHFRVW'5& DQGEHWZHHQWKH153DQG(53LQ



 ZHUH HVWLPDWHG DW  DQG  UHVSHFWLYHO\ 1DWKDQ $VVRFLDWHV   ,QHIILFLHQW VHFWRUV WKDW



DUHIDYRUHGLQFOXGHEHYHUDJHVIXUQLWXUHDQGPHDQVRIWUDQVSRUWDWLRQZKLOHHIILFLHQWVHFWRUVWKDWDUHQRW IDYRUHG LQFOXGH FRWWRQ JLQQLQJ 7KLV SDWWHUQ RI SURWHFWLRQ KDV KDG LWV LPSDFW RQ UHVRXUFH DOORFDWLRQ



ZLWKLQWKH(J\SWLDQHFRQRP\7KHPRVWVWULNLQJH[DPSOHLVWKHFRWWRQDQGJLQQLQJLQGXVWU\WKDWKDVD FRPSDUDWLYHDGYDQWDJHEXWLVHIIHFWLYHO\QHJDWLYHO\SURWHFWHG'LVFULPLQDWLRQDJDLQVWWKLVLQGXVWU\ZDV



DVVRFLDWHG ZLWK D  SHUFHQW GHFOLQH LQ LWV VKDUH RI WRWDO LQGXVWULDO RXWSXW IURP WKH HDUO\ V WR 



7DEOH 1RPLQDODQG(IIHFWLYH3URWHFWLRQSHUFHQW 



$JULFXOWXUDOIRRGSURGXFWV $JULFXOWXUDOQRQIRRGSURGXFWV /LYHVWRFNSURGXFWV )RRGSURFHVVLQJ &RWWRQJLQQLQJ 6SLQQLQJDQGZHDYLQJ 5HDG\PDGHJDUPHQWV /HDWKHUDQGOHDWKHUSURGXFWVH[FOIRRWZHDU )RRWZHDU :RRGDQGZRRGSURGXFWVH[FOIXUQLWXUH )XUQLWXUH 3DSHUDQGSULQWLQJ &KHPLFDOV 5XEEHUSODVWLFDQGUHODWHGSURGXFWV 3RUFHODLQFKLQDDQGFHUDPLFV *ODVVSURGXFWV 1RQPHWDOSURGXFWV



1RPLQDO



(IIHFWLYH



                        



                



                



                



                



                



                



                



7DULII GLVSHUVLRQ LQ (J\SW VWHPV IURP WKH HVFDODWLQJ QDWXUH RI LWV WDULII VWUXFWXUH $ GHFOLQH LQ WKLV GLVSHUVLRQLVDIDYRUDEOHGHYHORSPHQWJLYHQWKDWDQRQXQLIRUPWDULIIVWUXFWXUHGLVWRUWVSURGXFWLRQDQG LQYHVWPHQWLQFHQWLYHVE\PDNLQJVRPHVHFWRUVPRUHDWWUDFWLYHWKDQRWKHUV 







(&(6:35HIDDW 6WHDOLURQDQGPHWDOSURGXFWV 0DFKLQHU\DQGHTXLSPHQW 0HDQVRIWUDQVSRUWDWLRQ



  



                    



6WDQGDUGGHYLDWLRQ







      



8QZHLJKWHGDYHUDJH







       



³(IIHFWLYH3URWHFWLRQLQ(J\SW'XHWRWKH7DULII 6WUXFWXUHVLQDQG&RPSDUHGWR´DVWXG\SUHSDUHGIRU86$,''(35$IRU.KHLU(O'LQ +DQDD   ³(YDOXDWLRQ RI 3URWHFWLRQ DQG $QWLH[SRUW %LDVLQWKH&XVWRPV7DULIIVLQ(J\SW´ /¶(J\SWH &RQWHPSRUDLQH1R



7KLUGWKHH[WHQWRIWKHHFRQRP\ZLGHELDVDJDLQVWH[SRUWVGHFUHDVHGRYHUWKHSDVW



IHZ \HDUV IURP  SHUFHQW LQ  WR  SHUFHQW LQ  7DEOH   $W WKH GLVDJJUHJDWHOHYHOWKHELDVGHFUHDVHGLQDOOHFRQRPLFDFWLYLWLHVH[FHSWFRWWRQJLQQLQJ ZKHUHLWUHPDLQHGDOPRVWFRQVWDQWDQGSDSHUDQGSULQWLQJDQGOLYHVWRFNZKHUHWKHUH ZDVDVOLJKWLQFUHDVHLQWKHELDVDJDLQVWWKHLUSRWHQWLDOH[SRUWV 7DEOH&KDQJHVLQ7DULIILQGXFHG%LDVDJDLQVW([SRUWVSHUFHQW $JULFXOWXUDOIRRGSURGXFWV $JULFXOWXUDOQRQIRRGSURGXFWV /LYHVWRFN )RRGSURFHVVLQJ &RWWRQJLQQLQJ 6SLQQLQJDQGZHDYLQJ 5HDG\PDGHJDUPHQWV /HDWKHU3URGXFWVH[FOIRRWZHDU )RRWZHDU







        







        



([SRUW ELDV %[ DJDLQVW DFWLYLW\ M LH %[M  RFFXUV ZKHQ GRPHVWLF SULFHVH[FHHG H[SRUW SULFHV WKXV PDNLQJSURGXFWLRQIRUGRPHVWLFPDUNHWPRUHSURILWDEOH7KLVLVFDOFXODWHGDV 



%[M ®



  WM  ¾ u    VM



ZKHUH WM QRPLQDOWDULIIUDWHRQDFWLYLW\MDQGVM H[SRUWVXEVLG\UDWHRUWKHGXW\GUDZEDFNSHU…(RI H[SRUWVDQGLVFDOFXODWHGDV



¦ WL u PLM WKHWHFKQLFDOFRHIILFLHQWRILPSRUWHGFRPPRGLW\L SHUXQLWYDOXHRIDFWLYLW\M L







(&(6:35HIDDW :RRGSURGXFWVH[FOIXUQLWXUH )XUQLWXUH 3DSHUDQGSULQWLQJ &KHPLFDOSURGXFWVH[FORLOUHILQLQJ 5XEEHUDQGSODVWLFSURGXFWV 3RUFHODLQSURGXFWV *ODVVSURGXFWV 1RQPHWDOOLFSURGXFWV 0HWDOVDQGLURQSURGXFWV 0DFKLQHU\DQGHTXLSPHQW 0HDQVRI7UDQVSRUWDWLRQ 8QZHLJKWHGDYHUDJH 6RXUFH DXWKRU¶VFDOFXODWLRQ



           



           



'HVSLWHWKHVHWDULIIUHIRUPVPRUHQHHGVWREHGRQH(J\SW¶VWDULIIUDWHVDUHVWLOODERYHWKHDYHUDJH



WDULIIVSUHYDLOLQJLQPDQ\RWKHUUHJLRQV,QWKHZHLJKWHGDYHUDJHWDULIILQ(J\SW SHUFHQW ZDV ZHOODERYHWKDWRI(DVW$VLD SHUFHQW &HQWUDO(XURSH SHUFHQW /DWLQ$PHULFD SHUFHQW 6XE



6DKDUDQ$IULFD SHUFHQW DQGWKHDYHUDJHIRUGHYHORSLQJFRXQWULHV SHUFHQW $ORQVR*DPRHWDO



  $OVR WKH VWDQGDUG GHYLDWLRQ RI (J\SW¶V WDULIIV LV VXEVWDQWLDOO\ KLJKHU WKDQ WKDW RI DOO FRXQWULHV UHSUHVHQWHGLQWKH:RUOG%DQNZLWKRQO\DIHZH[FHSWLRQV1DWKDQ$VVRFLDWHV 



$GGLWLRQDO7D[HVDQG)HHV



(J\SW¶V /DZ 1R  RI  HOLPLQDWHG D VHULHV RI WD[HV DQG IHHV WKDW ZHUH



IRUPDOO\OHYLHGRQLPSRUWVVXFKDVWKHVWDWLVWLFDOGXW\VXEVLG\WD[PDULQHGXW\DQG



PXQLFLSDOWD[&XUUHQWO\WKH(J\SWLDQ&XVWRPV$XWKRULW\OHYLHVDWR SHUFHQWIHH RQLPSRUWVGHSHQGLQJRQWKHWDULIIDSSOLHG,WHPVZLWKWDULIIVOHVVWKDQ SHUFHQWDUH



VXEMHFWWRVHUYLFHIHHVRI SHUFHQWDQGLWHPVVXEMHFWWRWDULIIVPRUHWKDQ SHUFHQW SD\ D VHUYLFH IHH RI  SHUFHQW $ VDOHV WD[ RI  WR  SHUFHQW LV DGGHG WR WKH ILQDO FXVWRPVYDOXHRILPSRUWV86'HSWRI6WDWH 



,Q WHUPV RI H[SRUWV WKH (J\SWLDQ JRYHUQPHQW OHYLHV FKDUJHV RQ H[SRUWV WKDW DUH



VXEMHFW WR TXDOLW\ LQVSHFWLRQ ([DPSOHV RI WKHVH JRRGV DUH FLWUXV IUXLWV MXLFHV DQG



YHJHWDEOHV $OO H[SRUW WD[HV ZHUH HOLPLQDWHG LQ ODWH  ,QWHUQDWLRQDO 0RQHWDU\ )XQGD 



&KDQJHVLQWKH17%V



7KH LPSRUWDQFH RI WKH GLIIHUHQW IRUPV RI 17%V LQ (J\SW KDV YDULHG RYHU WLPH 7KH VLJQLILFDQFH RI LPSRUW EDQV DV PHDVXUHG E\ WKHLU SURGXFWLRQ FRYHUDJH LV GHFOLQLQJ 7DEOH   7KH LPSRUW EDQ OLVW LQVWLWXWHG LQ  DV D UHSODFHPHQW IRU WKH LPSRUWOLFHQVLQJ V\VWHP DEROLVKHG LQ WKH VDPH \HDU QRZ



FRYHUV RQO\ SRXOWU\ SDUWV FHUWDLQ WH[WLOHV DQG DSSDUHO LWHPV GRZQ IURP  LWHPV LQ  7KHVH 



(&(6:35HIDDW DFFRXQW IRU OHVV WKDQ  SHUFHQW RI GRPHVWLF SURGXFWLRQ $V SDUW RI WKH 8UXJXD\ 5RXQG 85 



$JUHHPHQW(J\SWDJUHHGWRUHPRYHWKHLPSRUWEDQRQFORWKLQJE\-DQXDU\KRZHYHUSURGXFWV UHPRYHGIURPWKHLPSRUWEDQOLVWDUHVRPHWLPHVVXEMHFWWRKLJKGXW\UDWHV7KHWDULIIRQZKROHSRXOWU\ UHPRYHG IURPWKHEDQLQ-XO\ZDVVHWDW SHUFHQW$OVR(J\SWLPSRVHGDWDULIIRI SHUFHQW



SOXVD SHUFHQWVDOHVWD[DQGD SHUFHQWVHUYLFHIHHRQWH[WLOHVUHPRYHGIURPWKHEDQOLVWRQ-DQXDU\ 2WKHULWHPVWKDWZHUHUHPRYHGIURPWKHEDQOLVWLQFOXGLQJPHDWIUXLWVYHJHWDEOHVKRXVHKROG



DSSOLDQFHV DQG WUDQVIRUPHUV ZHUH DGGHG WR WKH TXDOLW\ FRQWURO OLVW 2IILFH RI WKH 86 7UDGH 5HSUHVHQWDWLYHDQG5HODWHG(QWLWLHV 



4XDOLW\FRQWUROLVLQFUHDVLQJO\JDLQLQJLPSRUWDQFHDVD17%WRWUDGHDVQRWHGLQ



7DEOH 7KHTXDOLW\FRQWUROOLVWQRZFRQVLVWVRILWHPVLQFOXGLQJIRRGVWXIIVVSDUH



SDUWV FRQVWUXFWLRQ SURGXFWV HOHFWURQLF GHYLFHV DSSOLDQFHV DQG PDQ\ FRQVXPHU JRRGV(J\SWLDQVWDQGDUGVRQLPSRUWVDUHFRQVLGHUHGDWUDGHEDUULHUE\WKH(XURSHDQ



8QLRQ²(J\SW¶V SULPDU\ WUDGLQJ SDUWQHU 3URGXFW VWDQGDUGV VHW E\ WKH *HQHUDO 2UJDQL]DWLRQ IRU ([SRUW DQG ,PSRUW &RQWURO DUH DW YDULDQFH ZLWK LQWHUQDWLRQDOO\



UHFRJQL]HG VWDQGDUGV WKXV FDXVLQJ SUREOHPV ZLWK LPSRUWV IURP WKH (8 VXFK DV



SURFHVVHGIRRGFHUDPLFWLOHVVDQLWDU\ZDUHDQGFRVPHWLFV1DWKDQ$VVRFLDWHV  $OO RWKHU17%VOLVWHGLQ7DEOHQRORQJHUH[LVW7KHVHLQFOXGHFDQFHOLQJWKHOLVWRI VSHFLDOFRQGLWLRQVE\0LQLVWHULDO'HFUHHDVZHOODVFDQFHOLQJOHWWHUVRIFUHGLW DQGVHUYLFLQJUHTXLUHPHQWV



4XDQWLWDWLYHUHVWULFWLRQVRQH[SRUWVLQFOXGHPDLQO\WKUHHPHDVXUHVH[SRUWTXRWDV



H[SRUW EDQV DQG SULRU DSSURYDOV RQ H[SRUWV .KHLU (O'LQ DQG (O 'HUVK  



0LQLVWHULDO 'HJUHH  HOLPLQDWHG WKH RQO\ UHPDLQLQJ LWHP RQ WKH OLVW RI H[SRUW TXRWDV7KHUHPDLQLQJLWHPRQWKHOLVWRIEDQQHGH[SRUWVLVUDZKLGHVGRZQIURP LWHPVEHIRUHVL[LWHPVLQDQGWZRLWHPVLQ7KLV17%LVVFKHGXOHGWR



EH UHPRYHG LQ  ,QWHUQDWLRQDO 0RQHWDU\ )XQG D  ,Q  WKH QXPEHU RI JRRGVVXEMHFWWRSULRUDSSURYDOVZDVUHGXFHGIURPLWHPVWRRQH



7DEOH 3URGXFWLRQ&RYHUDJHRI17%VRQ(J\SWLDQ,PSRUWVSHUFHQWRIGRPHVWLFSURGXFWLRQ $IWHU7UDGH 5HIRUP



%HIRUH



,PSRUWEDQV 4XDOLW\FRQWURO 3ULRUDSSURYDOV 6SHFLDOFRQGLWLRQV 6XVSHQVLRQOHWWHUVRIFUHGLW 6HUYLFLQJUHTXLUHPHQWV



3XEOLF 6HFWRU      



3ULYDWH 7RWDO 3XEOLF 6HFWRU 6HFWRU      



     



     







3ULYDWH 7RWDO 3XEOLF 6HFWRU 6HFWRU      



     



   



3ULYDWH 7RWDO 6HFWRU    



 1$    



6RXUFH%HIRUHDQGDIWHUWUDGHUHIRUP.KHLU(O'LQ+DQDDHWDO ³7UDGH3ROLFLHVLQ(J\SW´LQ 6DLG (O1DJJDUHG  )RUHLJQDQGLQWUDUHJLRQDOWUDGHRIWKH$UDEFRXQWULHV $UDELF $UDE0RQHWDU\)XQG







(&(6:35HIDDW



&KDQJHVLQWKH([FKDQJH5DWH



,Q(J\SWKDGDPXOWLSOHH[FKDQJHUDWHLQHIIHFW7KHUHZHUHWKUHHUDWHVRIIRUHLJQH[FKDQJH7KH



ILUVWUDWHZDVWKDWRIWKH&HQWUDO%DQNZKLFKUHPDLQHGIL[HGDW…(86IURPXQWLO7KH



&HQWUDO%DQN¶VVRXUFHVRIIRUHLJQH[FKDQJHZHUHHDUQLQJVIURPH[SRUWVRISHWUROHXPULFHDQGFRWWRQ 6XH] &DQDO UHYHQXHV UR\DOWLHV IURP 680(' SLSHOLQH DQG IRUHLJQ FXUUHQF\ WUDQVIHUUHG WR WKH



JRYHUQPHQWDVIRUHLJQDLG7KHVHSURFHHGVZHUHXVHGWRVHUYLFHGHEWDQGILQDQFHWKHLPSRUWRIVHYHQ EDVLFSURGXFWVZKHDWIORXUWHDVXJDUYHJHWDEOHVSHVWLFLGHVDQGIHUWLOL]HUV7KHVHFRQGUDWHZDVWKH FRPPHUFLDO EDQNV¶ UDWH LQLWLDOO\ IL[HG DW …(86 7KH FRPPHUFLDO EDQNV¶ SRRO LQFOXGHG WKH



SURFHHGV IURP DOO RWKHU H[SRUWV WRXULVW SD\PHQWV DQG ZRUNHUV¶ UHPLWWDQFHV ,Q DGGLWLRQ IRUHLJQ H[FKDQJHZDVWUDGHGDWDSUHPLXPLQWKHµRZQH[FKDQJHSRRO¶



$W WKDW WLPH (J\SW IDFHG SUHVVXUHV IURP LWV WUDGH EDODQFH LQ DGGLWLRQ WR FXUUHQW DFFRXQW



LPEDODQFHV GXH WR WKH VKDUS IDOO LQ UHYHQXHV IURP WKH 6XH] &DQDO WRXULVP DQG ZRUNHUV¶UHPLWWDQFHV 7KH H[FKDQJH UDWH ZDV QRW DFWLYHO\ XVHG KRZHYHU WR UHVWRUH H[WHUQDO HTXLOLEULXP DQG LQVWHDG WKH



JRYHUQPHQW UHVRUWHG WR LPSRVLQJ UHVWULFWLRQV 7KLV ZDV SUREDEO\ PRWLYDWHG E\ IHDU WKDW FXUUHQF\



GHYDOXDWLRQ ZRXOG IXHO LQIODWLRQ $V D SDUWLDO FRQVHTXHQFH RI WKLV SROLF\ WKH UHDO HIIHFWLYH H[FKDQJH UDWH5((5 DSSUHFLDWHGE\ SHUFHQWEHWZHHQDQGDQGQRQRLOH[SRUWVZHUHGLVFRXUDJHG E\WKHRYHUYDOXDWLRQRIWKHH[FKDQJHUDWH*$77 



%\ PLGV WKH H[FKDQJH UDWH SROLF\ LQ (J\SW KDG WR FKDQJH VLJQLILFDQWO\ 7KLV



ZDV QHFHVVDU\ WR DWWUDFW WKH UHPLWWDQFHV RI WKH QHDUO\ WZR PLOOLRQ (J\SWLDQV WKHQ ZRUNLQJ DEURDG DQG EHFDXVH GHYHORSPHQW DQG LQGXVWULDOL]DWLRQ UHTXLUHPHQWV LQ



(J\SW ZHUH LQFRQVLVWHQW ZLWK WKH RYHUYDOXHG H[FKDQJH UDWH *LDFRPR  



)ROORZLQJ SUHVVXUH IURP LQWHUQDWLRQDO RUJDQL]DWLRQV (J\SW HPEDUNHG RQ D JUDGXDO UHIRUP RI WKH H[FKDQJH UDWH 7KLV LQFOXGHG ERWK GHYDOXDWLRQ DQG JUDGXDO



VLPSOLILFDWLRQ RI WKH H[FKDQJH UDWH UHJLPH ,Q )HEUXDU\  WKH XQLILFDWLRQ RI WKH H[FKDQJHUDWHYHUVXVWKHGROODUWRRNSODFHRQO\DIHZPRQWKVDIWHUOLPLWLQJH[FKDQJH PDUNHWV WR WZR²WKH SULPDU\ DQG VHFRQGDU\ PDUNHWV 7KH H[FKDQJH SUHPLXP HIIHFWLYHO\ EHFDPH ]HUR LQ  )LJXUH   7KLV ZDV DFFRPSDQLHG E\ FXUUHQF\



GHYDOXDWLRQEHWZHHQDQGZKHQ(J\SWEHJDQLWVVWDELOL]DWLRQSURJUDP1R



VLJQLILFDQW GHYDOXDWLRQ RFFXUUHG VLQFH WKHQ DQG DV D UHVXOW WKHUH ZDV D UHDO DSSUHFLDWLRQRIWKH(J\SWLDQSRXQGZLWKWKHLQIODWLRQUDWHLQ(J\SWPXFKKLJKHUWKDQ WKDWRILWVWUDGLQJSDUWQHUV$VPHDVXUHGE\WKH5((5WKHUHDODSSUHFLDWLRQEHWZHHQ -XO\DQG'HFHPEHUZDV SHUFHQW6XEUDPDQLDQ 



'HVSLWH WKLV UHDO DSSUHFLDWLRQ RI WKH (J\SWLDQ SRXQG D UHFHQW ,QWHUQDWLRQDO



0RQHWDU\)XQGVWXG\FRQFOXGHGWKDWDOWKRXJKWKH5((5ZDVVXEVWDQWLDOO\RYHUYDOXHG 



(&(6:35HIDDW



EHIRUH  VLQFH WKHQ LW KDV PRYHG FORVH WR WKH HTXLOLEULXP UHDO H[FKDQJH UDWH (5(5  $W WKH HQG RI  WKH 5((5 ZDV HVWLPDWHG WR KDYH DSSUHFLDWHG RQO\



 SHUFHQWFRPSDUHGWRWKH(5(57KHUHDVRQIRUWKLVLPSURYHPHQWLVWKHVLJQLILFDQW



DSSUHFLDWLRQ RI WKH (5(5 GXULQJ WKH SHULRG  WR  ZKLFK FDQ WR D ODUJH



H[WHQWEHDWWULEXWHGWRWKHUHGXFWLRQLQWKHGHEWVHUYLFHUDWLRRYHUWKLVSHULRG2WKHU IDFWRUV WKDW SRVLWLYHO\ FRQWULEXWHG WR WKH DSSUHFLDWLRQ RI WKH (5(5 ZHUH WHFKQLFDO



SURJUHVV DQG WR D OHVVHU H[WHQW WKH *XOI :DU 7HUPV RI WUDGH JRYHUQPHQW



FRQVXPSWLRQ DQG WKH ODJJHG FDSLWDO DFFRXQW EDODQFH FRQWULEXWHG QHJDWLYHO\ WR WKH DSSUHFLDWLRQRIWKH(5(50RQJDUGLQL 6RXUFHVRIDSSUHFLDWLRQVKRZWKDWWKH DSSUHFLDWLRQRIWKH(5(5PD\QRWEHVXVWDLQDEOHLQWKHIXWXUHDQGWKDWWKH(J\SWLDQ



SRXQGFRXOGEHVXEVWDQWLDOO\RYHUYDOXHGLIWKHH[FKDQJHUDWHFRQWLQXHVWREHXVHGDVD SROLF\DQFKRU



)LJXUH([FKDQJH5DWH3UHPLXPWR  



&RPPHUFLDOEDQNUDWHEODFNPDUNHWUDWH



  



2IILFLDOPDUNHWUDWHEODFNPDUNHW UDWH



 



               



6RXUFH&DOFXODWHGIURPWKH,QWHUQDWLRQDO0RQHWDU\)XQG,QWHUQDWLRQDO)LQDQFLDO6WDWLVWLFVGLIIHUHQWLVVXHV



&KDQJHVLQ7UDGH2SHQQHVV



1RWZLWKVWDQGLQJWKHWUDGHUHIRUPVXQGHUWDNHQE\WKH(J\SWLDQJRYHUQPHQWPHDVXUHV



RIRSHQQHVVUHYHDOWZRIDFWV)LUVW(J\SWH[KLELWHGDFRPSDUDWLYHO\ORZWUDGHSURILOH RYHU WKH SHULRG RI WKH VWXG\ 6HFRQG LWV HFRQRP\ KDV EHFRPH OHVV RSHQ DQG OHVV LQWHJUDWHGLQWKHZRUOGHFRQRP\RYHUWLPH







(&(6:35HIDDW (J\SW([KLELWHGD&RPSDUDWLYHO\/RZ7UDGH3URILOH



7KLV WXUQ LQZDUG RFFXUUHGLQVSLWHRIWKHJOREDOWUHQGWRLQWHQVLI\LQWHUQDWLRQDOWUDGH UHODWLRQVKLSV 7DEOH  FRPSDUHV D YDULHW\ RI WUDGH SHUIRUPDQFH LQGLFDWRUV IRU (J\SW



DORQJ ZLWK VHOHFWHG IDVWJURZLQJ HFRQRPLHV LQ WZR SHULRGV IURP  WR  DQG



 WR  7KH LQGLFDWRUV VKRZ WKDW (J\SW LV WKH OHDVW RSHQ HFRQRP\ DQG LV



LQFUHDVLQJO\ GHYLDWLQJ IURP WKH DYHUDJHV RI WKH IDVWJURZLQJ HFRQRPLHV 7KH ODUJH SXEOLF VHFWRU WKH UHODWLYHO\ KLJK WDULII EDUULHUV WKH WUDGHGLVWRUWLQJ GRPHVWLF



UHJXODWLRQVDQGWKHRYHUDOOLQVWLWXWLRQDOVHWWLQJZLWKLQZKLFKEXVLQHVVLVFRQGXFWHGLQ (J\SWFDQDOOEHFRQVLGHUHGFRQWULEXWLQJIDFWRUVWRWKHGHYHORSPHQWRI(J\SW¶VWUDGH RSHQQHVV



$ PRUH IDYRUDEOH EXVLQHVV HQYLURQPHQW ZRXOG XQGRXEWHGO\ HQKDQFH SURGXFWLRQ



DQG H[SRUWV )LJXUH  LOOXVWUDWHV WKH LQVWLWXWLRQDO FRQVWUDLQWV WR EXVLQHVV LQ (J\SW DV



SHUFHLYHG E\ SULYDWH ILUPV $PRQJ WKH FRQVWUDLQWV LQHIILFLHQW UHJXODWLRQV RQ WKH SRUWVDQGLQIUDVWUXFWXUHVHFWRUVDQGWKHLQHIILFLHQF\RIWKHEDQNLQJV\VWHPDUHZLGHO\



DFNQRZOHGJHG  DV  WUDGH  EDUULHUV ,W LV  HVWLPDWHG WKDW WKH LQHIILFLHQFLHV RI WKH (J\SWLDQ



7DEOH'HYHORSPHQWRI7UDGH2SHQQHVVLQ(J\SWDQG6HOHFWHG)DVWJURZLQJ(FRQRPLHV 6KDUHLQ:RUOG ([SRUWV



(J\SW 7KDLODQG 0DOD\VLD ,QGRQHVLD &KLOH .RUHD $YHUDJHH[FO(J\SW 



        



6KDUHLQ:RUOG ,PSRUWV



   



 



    



    



7UDGHWR*'3



         



 



    



 



    



6RXUFH &DOFXODWHGIURPWKH,QWHUQDWLRQDO0RQHWDU\)XQG,QWHUQDWLRQDO)LQDQFLDO6WDWLVWLFVGLIIHUHQWLVVXHV



7KLVLVEDVHGRQDVXUYH\RIILUPV6SOLWDFFRUGLQJWRVL]HWKHVDPSOHKDGSHUFHQWODUJHILUPV SHUFHQWPHGLXPVL]HILUPVDQGSHUFHQWVPDOOILUPV$FFRUGLQJWRW\SHRIRZQHUVKLSWKHVDPSOH KDG  SHUFHQW GRPHVWLF ILUPV DQG  SHUFHQW IRUHLJQ ILUPV $FFRUGLQJ WR HFRQRPLF DFWLYLW\  SHUFHQWRIWKHILUPVZHUHLQWKHILHOGRILQGXVWU\SHUFHQWWUDGHSHUFHQWLQFRQVWUXFWLRQSHUFHQW WRXULVPDQGSHUFHQWLQWKHRLOVHFWRU 
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8QRIILFLDO SD\PHQWV



,QSXWSURFXUHPHQW



,QVXIILFLHQWORFDO GHPDQG



3ROLF\XQFHUWDLQW\







&RVW DFFHVVWR ILQDQFH







'LIILFXOWLHVLQ H[SRUWLQJ







/DERU







6XSSRUWVHUYLFHV







'LVSXWHVHWWOHPHQW







7D[DGPLQLVWUDWLRQ



0D[LPXPGHJUHHRIVHYHULW\ 



)LJXUH2YHUDOO5DQNLQJRI,QVWLWXWLRQDO&RQVWUDLQWVLQ(J\SW



6RXUFH )DZ]\ 6DPLKD E  ³7KH %XVLQHVV (QYLURQPHQW LQ (J\SW´ 7KH (J\SWLDQ &HQWHU IRU (FRQRPLF 6WXGLHV(&(6 :RUNLQJ3DSHU1R



SRUW VHUYLFHV DGG  SHUFHQW WR WKH FRVW RI LPSRUWHG JRRGV DQG LQHIILFLHQW



WHOHFRPPXQLFDWLRQVHUYLFHVDQGILQDQFLDOVHUYLFHVLPSRVHDWD[RQWKHPDQXIDFWXULQJ DQG DJULFXOWXUH VHFWRUV HTXLYDOHQW WR  DQG  SHUFHQW UHVSHFWLYHO\ 1DWKDQ $VVRFLDWHV 



$V1ROO FOHDUO\LQGLFDWHVLQWKHFDVHRIDFRXQWU\OLNH(J\SWZKHUHGLUHFW



WUDGHEDUULHUV²WDULIIV²DUHUHODWLYHO\KLJKWKHWUDGHGLVWRUWLQJUHJXODWLRQVVKRXOGQRW EHLQWHUSUHWHGDVPRWLYDWHGE\WKHGHVLUHWRLPSRVHLQGLUHFWWUDGHEDUULHUV)RU(J\SW GLVWRUWLQJUHJXODWLRQVDUHWKHUHVXOWRIRYHUDOOGLVDGYDQWDJHRXVSROLFLHV



(J\SW+DV*URZQ/HVV2SHQDQG/HVV,QWHJUDWHGLQWKH:RUOG(FRQRP\



7KHUDWLRRIWRWDOWUDGHLPSRUWVDQGH[SRUWVWR*'3GURSSHGE\DERXW SHUFHQWDJH SRLQWV IURP  WR  DQG  WR  ,PSRUW SHQHWUDWLRQ UDWLRV DQRWKHU LPSRUWDQWPHDVXUHRIRSHQQHVVDOVRUHYHDOVWKLVXQIDYRUDEOHWUHQG7KHUDWLRRIWRWDO



LPSRUWV WR *'3 GHFOLQHG RYHU WKH SHULRG DVGLGWKHUDWLRRILPSRUWVRIFRQVXPSWLRQ JRRGV WR WRWDO FRQVXPSWLRQ ,PSRUWV RI LQYHVWPHQW JRRGV GHFOLQHG EHWZHHQ  DQGEXWJDLQHGPRPHQWXPLQWKHIROORZLQJSHULRG)LJXUH 



)RU WKH ILQDQFLDO VHFWRU WKH UHDO ILQDQFLDO VSUHDG LQ (J\SW DQG WKH (XURSHDQ8QLRQZHUHFRPSDUHG DQG DFFRUGLQJO\ DQ LPSOLFLW WDULII RI  SHUFHQW ZDV DVVXPHG IRU WKLV VHFWRU $  SHUFHQW WDULII HTXLYDOHQW ZDV DVVXPHG IRU WKH WHOHFRPPXQLFDWLRQ VHFWRU EDVHG RQ FRPSDULQJ WKH QXPEHU RI HPSOR\HHVSHUOLQHLQ(J\SWWRWKHZRUOGDYHUDJH 



6HH 1ROO   IRU D GLVFXVVLRQ RI WUDGH RSSRUWXQLWLHV LQ (J\SW WKDW DUH KLQGHUHG E\ H[LVWLQJ SROLFLHV 



7KLV YHUVLRQ RI WKH LPSRUW SHQHWUDWLRQ UDWLR LV D XVHIXO LQGLFDWRU VLQFH LW LV WKH LPSRUWV RI FRQVXPSWLRQJRRGVWKDWDUHXVXDOO\PRVWO\UHVWULFWHG$QGULDPDQDQMDUDHWDO  







(&(6:35HIDDW )LJXUH2XWFRPHEDVHG0HDVXUHVRI7UDGH/LEHUDOL]DWLRQ 































7 UDGH*'3



7 UDGHH[FO IRRG*'3



,PSRUW*'3



,PSRUWVH[FO IRRG*'3



,PSRUWRI FRQVXPSWLRQ JRRGV7 RWDO FRQVXPSWLRQ



,PSRUWVRI ,QYHVWPHQW7 RWDO LQYHVWPHQW



6RXUFH*'3IURPWKH,QWHUQDWLRQDO0RQHWDU\)XQG,QWHUQDWLRQDO)LQDQFLDO6WDWLVWLFVGLIIHUHQWLVVXHVDOORWKHU GDWDIURP&$30$66WDWLVWLFDO


7KH GHFOLQLQJ VLJQLILFDQFH RI WUDGH LQ WKH (J\SWLDQ HFRQRP\ FDQ EH SDUWO\ DWWULEXWHG WR WKH



LPSRUWDQFH RI RLO LQ (J\SW¶V WUDGH DQG WKH YRODWLOLW\ RI LWV SULFHV 'XULQJ WKH V DQG HDUO\ V ZKHQWKHUHZDVDUHPDUNDEOHULVHLQRLOSULFHV(J\SW¶VVKDUHLQZRUOGH[SRUWVDQGLPSRUWVDQGLWVWUDGH VKDUH LQ *'3 ZHUH KLJKHU WKDQ LQ WKH \HDUV WKDW IROORZHG 3HWUL   ,I WKH RSHQQHVV LQGLFDWRU RI



WUDGH*'3LVFDOFXODWHGH[FOXGLQJ(J\SW¶VWUDGHLQIXHO(J\SW¶VRSHQQHVVVWLOOGHFOLQHGRYHUWLPHEXW DWDORZHUUDWH)LJXUH :LQGIDOOJDLQVWRWKHHFRQRP\IURPRLODQGRWKHUVRXUFHVDOVRFRQWULEXWHGWR



(J\SW¶V WUDGH SHUIRUPDQFH 7KH\ KHOSHG UDLVH WKH SULFH RI QRQWUDGDEOHV YHUVXV WUDGDEOHV DQG WKXV



DWWUDFWHG LQYHVWPHQW DZD\ IURP WKH WUDGDEOH VHFWRUV (J\SW¶V VWUXFWXUDO DGMXVWPHQW SURJUDP KDV DOVR SOD\HGDUROHE\VXSSUHVVLQJLPSRUWVGXULQJLWVHDUO\VWDJHV:RUOG%DQND  )LJXUH2SHQQHVV,QGLFDWRUV([FOXGLQJ7UDGHLQ)XHO 



  







 











7UDGH*'3







































7UDGHH[FOIXHO *'3



6RXUFH DXWKRU¶VFDOFXODWLRQV



,9)XWXUH'LUHFWLRQVIRU(J\SW¶V7UDGH/LEHUDOL]DWLRQ



/LEHUDOL]DWLRQWUHQGVLQWKH(J\SWLDQHFRQRP\DUHH[SHFWHGWRFRQWLQXHLQWKHIXWXUHEDVHGRQWKHWUDGH



DJUHHPHQWVWKDW(J\SWKDVDOUHDG\VLJQHGDQGLVFXUUHQWO\QHJRWLDWLQJ7KLVVHFWLRQH[SORUHVWKHLPSDFW







(&(6:35HIDDW RI(J\SW¶VPXOWLODWHUDOUHJLRQDODQGELODWHUDOWUDGHDUUDQJHPHQWVRQWKHOLEHUDOL]DWLRQRIWKH(J\SWLDQ HFRQRP\EHVLGHVZKDWWKH\FDQRIIHU(J\SWLQWHUPVRIPDUNHWDFFHVV 0XOWLODWHUDO/LEHUDOL]DWLRQ



(J\SW¶V XQLODWHUDO OLEHUDOL]DWLRQ HIIRUWV ZHUH HVVHQWLDO IRU DOORZLQJ LWV IXOO SDUWLFLSDWLRQ LQ WKH 85 QHJRWLDWLRQV DQG WKH 85 $JUHHPHQWKDV LQ WXUQ ORFNHG LQ WKHVH UHIRUPV2QRQHKDQGXQGHUWKH85 $JUHHPHQW(J\SWELQGV SHUFHQWRILWVWDULIIOLQHVLQDJULFXOWXUHDQG SHUFHQWRILWVWDULIIOLQHVLQ LQGXVWU\ WKXV DSSURDFKLQJ WKH FRPPLWPHQWV RI WKH 2(&' FRXQWULHV DQG VXUSDVVLQJ WKRVH RI PDQ\



RWKHU GHYHORSLQJ FRXQWULHV $IWHU WKH IXOO LPSOHPHQWDWLRQ RI WKH 85 $JUHHPHQW FRPPLWPHQWV KRZHYHU (J\SW¶V ILQDO ERXQG WDULIIV WR ERWK DJULFXOWXUH DQG LQGXVWU\ ZLOO EH JUHDWHU WKDQ WKH WDULIIV DSSOLHG LQ 'HFHPEHU  DQG WKH FXUUHQW DSSOLHG WDULII UDWHV 2QO\  SHUFHQW RI DOO WDULII OLQHV ZLOO



HYHQWXDOO\ KDYH WDULIIV ORZHU WKDQ WKH DSSOLHG WDULIIV LQ 'HFHPEHU  $V UHJDUGV TXDQWLWDWLYH



UHVWULFWLRQVRQLPSRUWVLWLVH[SHFWHGWKDWWKH\ZLOOEHHOLPLQDWHGDWWKHHQGRIH[FHSWIRUWKRVH WKDW DUH PDLQWDLQHG IRU KHDOWK RU VHFXULW\ UHDVRQV 'HVSLWH WKH IDFW WKDW (J\SW¶V FRPPLWPHQWV



VXEVWDQWLDOO\H[FHHGWKHGHYHORSLQJFRXQWULHV¶DYHUDJHLQWHUPVRIELQGLQJVDQGWKHJDSEHWZHHQERXQG UDWHV DQG DSSOLHG UDWHV WKH85$JUHHPHQWZLOOKDYHDOLPLWHGLPSDFWRQWUDGHOLEHUDOL]DWLRQLQ(J\SW +RHNPDQDQG6XEUDPDQLDQ 



2Q WKH RWKHU KDQG ZKDW PDUNHW DFFHVV GRHV WKH 85 $JUHHPHQW RIIHU (J\SW" ,Q



WHUP RI PDUNHWV IRU (J\SWLDQ DJULFXOWXUDO H[SRUWV WKH $JULFXOWXUDO 7UDGH



/LEHUDOL]DWLRQ$JUHHPHQWLQWKH85 $JUHHPHQWUHSUHVHQWVRQHVWHSIRUZDUGDQGRQH EDFNZDUG 7KH WDULIILFDWLRQ DQG ELQGLQJ RI DOO DJULFXOWXUDO SURGXFWV LVXQGRXEWHGO\D



VWHSIRUZDUG%XWPDQ\RIWKHQHZO\HVWDEOLVKHGWDULIIVDUHVRKLJKLQVRPHFRXQWULHV



WKDW WKH\ HIIHFWLYHO\ FRQVWUDLQ WUDGH %LQGLQJ WDULIIV WR WKH EDVH SHULRG RI  WR  ZKHQ ERUGHU SURWHFWLRQ ZDV DW D KLJK SRLQW GLPLQLVKHV OLEHUDOL]DWLRQ 7KLV LV ZRUVHQHGLQVRPHFDVHVE\WDULIILFDWLRQVLQFHWKHQHZEDVHWDULIIVRIIHUHYHQJUHDWHU



SURWHFWLRQ WKDQ WKH QRQWDULII EDUULHUV WKH\ UHSODFHG 7KH PDJQLWXGH RI H[WHQVLYH WDULIILFDWLRQYDULHGDPRQJFRXQWULHVDQGFRPPRGLWLHV$PRQJWKHLQGXVWULDOFRXQWULHV



WDULIILFDWLRQZDVPRVWH[WHQVLYHLQWKH(XURSHDQ8QLRQ2QO\-DSDQRIIHUHGEDVHWDULII



HTXLYDOHQWVVLJQLILFDQWO\ORZHUWKDQWKHQRPLQDOSURWHFWLRQLQWKHEDVH\HDUH[FHSWRQ ULFH,QDGGLWLRQWKHKLJKOHYHOVRIERXQGWDULIIVIDLOVWRVWDELOL]HWDULIIVDQGLPSURYH



PDUNHWDFFHVVE\DOORZLQJFRXQWULHVWRDSSO\YDULDEOHWDULIIV$OVRWKH85$JUHHPHQW



GLG QRW DGGUHVV LVVXHV VXFK DV LPSRUW VXEVLGLHV H[SRUW WD[HV DQG RWKHU GRPHVWLF VXSSRUWPHDVXUHV,QJFR 



,I WKLV LV WKH FDVH IRU DJULFXOWXUDO SURGXFWV ZKDW LV DZDLWLQJ (J\SW¶V LQGXVWULDO



H[SRUWV"7KHSURSRUWLRQRILQGXVWULDOFRXQWU\WDULIIVRQPDQXIDFWXUHGJRRGVVXEMHFWWR



ELQGLQJV URVH IURP  WR  SHUFHQW XQGHU WKH 85 $JUHHPHQW $ERXW  SHUFHQW RI WKHVH FRXQWULHV¶ LPSRUWV ZHUH DOUHDG\ ERXQG DV GXW\IUHH WDULII UHGXFWLRQV ZHUH 
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DSSOLHGWR SHUFHQWRILPSRUWVDQGWKHUHPDLQLQJ SHUFHQWZHUHGLYLGHGEHWZHHQ ELQGLQJV ZLWKRXW UHGXFWLRQV DQG QR RIIHUV ,Q LQGXVWULDOL]HG FRXQWULHV WKH DYHUDJH



WDULII UHGXFWLRQ RQ PDQXIDFWXUHG LPSRUWV IURP GHYHORSLQJ FRXQWULHV LV  SHUFHQW FRPSDUHG WR  SHUFHQW RQ LPSRUWV IURP RWKHU LQGXVWULDO FRXQWULHV 7KLV FRXOG KDYH



JLYHQ(J\SWDVLJQLILFDQWERRVWLQPDUNHWDFFHVVEXWWKHWH[WLOHFORWKLQJDQGIRRWZHDU VHFWRUVZKLFKKDYHWKHKLJKHVWWDULIIVH[SHULHQFHGORZHUSULFHUHGXFWLRQVWKDQPDQ\



RWKHU VHFWRUV 7KHVH WZR ODERULQWHQVLYH VHFWRUV DUH FRQVLGHUHG VHQVLWLYH DQG



DFFRUGLQJO\UHFHLYHEHORZDYHUDJHWDULIIUHGXFWLRQV2QRQHKDQGLWLVRIWHQVDLGWKDW



WKHSKDVLQJRXWRITXRWDVDQGWKHPXOWLILEHUDJUHHPHQW0)$ FRPSHQVDWHVIRUWKLV EXWRQWKHRWKHUKDQGWKHUHLVLQFUHDVHGFRPSHWLWLRQ,QDGGLWLRQWKHUHPDLQLQJWDULII HVFDODWLRQLQLQGXVWULDOPDUNHWVLVDFRQFHUQWRGHYHORSLQJFRXQWULHVLQFOXGLQJ(J\SW



$V UHJDUGV WKH LQGXVWULDO SURGXFWV LQ GHYHORSLQJ FRXQWULHV RQO\  SHUFHQW RI WKH WDULIIV DUH VXEMHFW WR ELQGLQJV 2QO\  SHUFHQW RI WKHLU PDQXIDFWXUHG LPSRUWV ZHUH



LQLWLDOO\ ERXQG DV GXW\ IUHH  SHUFHQW ELQGLQJV ZLWK WDULII UHGXFWLRQV  SHUFHQW ELQGLQJV ZLWKRXW UHGXFWLRQV DQG IRU WKH UHPDLQLQJ  SHUFHQW QR RIIHUV ZHUH PDGH :RUOG%DQNE 



7KHXOWLPDWHLPSDFWRIWKH85$JUHHPHQWRQ(J\SW¶VH[SRUWVZLOOEHWKHRXWFRPH



RIWKUHHPDUNHWDFFHVVHIIHFWV7KHVHHIIHFWVDULVHIURP0RVW)DYRUHG1DWLRQ0)1 



WDULIIFXWVDSRVLWLYHHIIHFW WKHORVVRISUHIHUHQWLDOWUHDWPHQWGXHWR0)1WDULIIFXWV



D QHJDWLYH HIIHFW  DQG ILQDOO\ IURP OLEHUDOL]DWLRQ RI WKH 0)$ D SRVLWLYH HIIHFW 



+RHNPDQ HW DO   HVWLPDWHG WKH LPSDFW WKHVH WKUHH HIIHFWV RQ (J\SW¶V QRQRLO H[SRUWVWRWKH(XURSHDQ8QLRQWKH8QLWHG6WDWHVDQG-DSDQ7KH\FRQFOXGHGWKDWWKH



PRVW VLJQLILFDQW LPSDFW ZRXOG VWHP IURP WKH OLEHUDOL]DWLRQ RI WH[WLOH DQG FORWKLQJ



TXRWDV 7KH LPSDFWV RI WKH RWKHU WZR HIIHFWV DUH PDUJLQDO DQG DOPRVW RXWZHLJK RQH DQRWKHU 7KHVH UHVXOWV VKRXOG EH WDNHQ ZLWK FDXWLRQ VLQFH WKH HVWLPDWLRQ SURFHGXUH



GRHVQRWWDNHLQWRFRQVLGHUDWLRQWKHLPSDFWRIWKHH[SHFWHGLQFUHDVHRIFRPSHWLWLRQLQ WH[WLOHDQGFORWKLQJGXHWRWKHSKDVLQJRXWRIWKH0)$(J\SWPXVWUHGXFHFRVWVDQG LQFUHDVHHIILFLHQF\WRUHPDLQDYLDEOHH[SRUWHU 5HJLRQDODQG%LODWHUDO/LEHUDOL]DWLRQ



(J\SW¶V UHJLRQDO DQG ELODWHUDO WUDGH DJUHHPHQWV LQFOXGH WKH IUHH WUDGH DJUHHPHQWV )7$V  ZLWK WKH (XURSHDQ 8QLRQ WKH 8QLWHG 6WDWHV DQG VRPH $UDE FRXQWULHV LQ



DGGLWLRQ WR WKH $UDE )UHH 7UDGH $UHD $)7$  DQG WKH &RPPRQ 0DUNHW IRU (DVWHUQ DQG 6RXWKHUQ $IULFD &20(6$  ,W LV ZRUWK QRWLQJ WKDW PHPEHUVKLS LQ D )7$ LV



QHLWKHU D QHFHVVDU\ QRU D VXIILFLHQW FRQGLWLRQ IRU PRUH OLEHUDO WUDGH DFFRUGLQJ WR 



(&(6:35HIDDW



HPSLULFDOHYLGHQFH ,WLVDFRXQWU\¶VJHQHUDODFFHSWDQFHRIDOLEHUDOWUDGHSROLF\WKDW FDQPDNHWKHGLIIHUHQFH)RURXWDQ  $Q)7$ZLWKWKH(XURSHDQ8QLRQ



(J\SW FXUUHQWO\ KDV SUHIHUHQWLDO DFFHVV WR (8 PDUNHWV WKURXJK WKH (8 *HQHUDOL]HG



6\VWHP RI 3UHIHUHQFHV *63  DQG WKURXJK WKH ELODWHUDO FRRSHUDWLRQ DJUHHPHQW RI 7KHODWWHUJUDQWV(J\SWGXW\IUHHDFFHVVWRWKH(8PDUNHWVIRULQGXVWULDOJRRGV



ZLWKVRPHH[FHSWLRQV$WRWDORIWH[WLOHSURGXFWVDUHH[FOXGHGIURPGXW\IUHHHQWU\ LQWRWKH(8 0RUHRYHUWH[WLOHVDQGFORWKLQJLPSRUWHGIURP(J\SWKDYHEHHQVXEMHFW WRDQWLGXPSLQJUHJXODWLRQVE\WKH(87KHFRRSHUDWLRQDJUHHPHQWDOVRJUDQWV(J\SW SUHIHUHQWLDO DFFHVV IRU DJULFXOWXUDO JRRGV 3URFHVVHG DJULFXOWXUDO SURGXFWV LPSRUWHG



IURP(J\SWDUHH[HPSWHGIURPWKHDGYDORUHPWDULIIWKH(8LPSRVHVRQWKHLQGXVWULDO FRPSRQHQWEXWDUHVXEMHFWWROHYLHVRQWKHLUDJULFXOWXUDOFRPSRQHQW$VIRU(J\SWLW



FRQWLQXHV WR LPSRVH WDULIIV RQ JRRGV LPSRUWHG IURP WKH (8 +RHNPDQ DQG'MDQNRY



 ,QJHQHUDOH[SRUWHUVLQ(J\SW UHO\PRUHRQWKHELODWHUDOFRRSHUDWLRQDJUHHPHQW WKDQRQWKH*633URGXFWVQRWFRYHUHGE\WKH*63RUWKHFRRSHUDWLRQDJUHHPHQWDUH VXEMHFWWRWKHUHJXODWLRQVRIWKH:72



(J\SW LV FXUUHQWO\ QHJRWLDWLQJ DQ )7$ ZLWK WKH (8 DV SDUW RI WKH QHZ (8



0HGLWHUUDQHDQ6WUDWHJ\RXWOLQHGLQWKH%DUFHORQD'HFODUDWLRQ ,PSOHPHQWDWLRQ RI WKH QHZ VWUDWHJ\ UHTXLUHV VLJQLQJ ELODWHUDO DJUHHPHQWV ZLWK WKH 6RXWKHUQ



0HGLWHUUDQHDQFRXQWULHVZLWKWKHREMHFWLYHRIFUHDWLQJIUHHWUDGH DUHDVZLWKLQDSHULRG



RIWR\HDUVDQGSURYLGLQJSHUIRUPDQFHOLQNHGILQDQFLDODVVLVWDQFHDPRQJRWKHU UHTXLUHPHQWV1VRXOLHWDO  7KHDVVRFLDWLRQDJUHHPHQWVWKDWWKH(8KDVVLJQHG



ZLWKRWKHUFRXQWULHVVXJJHVWWKDWWKH(8DJUHHPHQWZLWK(J\SWZLOODLPDWDFKLHYLQJ UHFLSURFDOIUHHWUDGHRIPRVWPDQXIDFWXUHGJRRGVDQGZLOOJUDQWUHFLSURFDOSUHIHUHQWLDO DFFHVVIRUDJULFXOWXUDOSURGXFWV



7KH(J\SW(8QHJRWLDWLRQVKDYHEHHQXQGHUZD\IRUPRUHWKDQWKUHH\HDUVPDLQO\



EHFDXVHRIWKHGHEDWHRYHUDJULFXOWXUDODQGSURFHVVHGDJULFXOWXUDOSURGXFWV$QXPEHU



&KLOH .RUHD 0H[LFR 7XUNH\ $UJHQWLQD %UD]LO 3HUX 8UXJXD\ DQG 9HQH]XHOD DUH H[DPSOHV RI FRXQWULHV WKDW KDYH XQGHUWDNHQ LPSRUWDQW OLEHUDOL]DWLRQ VWHSV EHIRUH HIIHFWLYHO\ MRLQLQJ DQ\ WUDGH DJUHHPHQW ZKHUHDV WKH WUDGH UHJLPH RI WKH FRXQWULHV HQJDJHG LQ WKH &HQWUDO $PHULFDQ &RPPRQ 0DUNHW&$&0 DQGWKH$QGHDQ3DFWUHPDLQHGKLJKO\SURWHFWLYHIRU\HDUVDIWHUWKHLUHVWDEOLVKPHQW 



$PRQJ WKHVHSURGXFWVDUHZRYHQFRWWRQIDEULFVNQLWWHGRUFURFKHWHGIDEULFVWXOOHODFHHPEURLGHU\ ULEERQVWUDYHOLQJUXJVDQGEODQNHWVPDGHXSDUWLFOHVZKROO\RUFKLHIO\RIWH[WLOHPDWHULDOVDUWLFOHVRI DSSDUHODQGWH[WLOHIDEULFVDQGFORWKLQJDFFHVVRULHVRIWH[WLOHIDEULFV  7KHQHJRWLDWLRQVVWDUWHGLQ-DQXDU\ 







(&(6:35HIDDW



RI NH\ LVVXHV²RUDQJHV ULFH DQG SRWDWRHV²KDYH EHHQ SUREOHPDWLF (J\SW LQVLVWV RQ



DFTXLULQJWKHEHVWPDUNHWDFFHVVIRUWKHVHWKUHHSURGXFWVZKLFKLWKDVDFRPSDUDWLYH DGYDQWDJH SURGXFLQJ DQG ZKLFK UHSUHVHQW  SHUFHQW RI (J\SW¶V DJJUHJDWH YHJHWDEOH SURGXFWH[SRUWVDQGPRUHWKDQILYH SHUFHQWRI(J\SW VWRWDOH[SRUWV7KHOHYLHVWKH(8 LPSRVHV RQ WKH DJULFXOWXUDO FRPSRQHQW RI SURFHVVHG IRRG LPSRUWV IURP (J\SW KDYH



DOVR EHHQ D SRLQW RI FRQIOLFW 7KH (8 LQVLVWV RQ DQ DJULFXOWXUDO DJUHHPHQW WKDW FRPSOLHVZLWKLWVZHOONQRZQ&RPPRQ$JULFXOWXUDO3ROLF\&$3 ZKLFKSURYLGHVIRU OLPLWVRQSURGXFWLRQDKLJKOHYHORIH[WHUQDOSURWHFWLRQDQGKLJKVXSSRUWSULFHV



&ULWLFVPDLQWDLQWKDWWKH&$3FRXOGEHDQREVWDFOHWR(J\SWDFKLHYLQJIXOOPDUNHW



DFFHVV IRU LWV DJULFXOWXUDO SURGXFWV (YLGHQFH IRU WKLV LV WKH 85 $JUHHPHQW RQ $JULFXOWXUH 1HJRWLDWLRQV IRU WKLV DJUHHPHQW ODVWHG IRU VHYHQ \HDUV EHFDXVH WKH (8



LQVLVWHGRQHQVXULQJWKHDJUHHPHQW¶VFRPSDWLELOLW\ZLWKWKH&$32QHRIWKHUHSRUWV E\WKH(8VKRZVWKHGLIILFXOWLHVWKH(J\SWLDQQHJRWLDWRUVIDFH³7KHUHVXOWVRIWKH85



JLYHWKH(8HQRXJKURRPWRPDQHXYHUWRPDQDJHLWVRZQLQWHUQDOSROLFLHV,WVPDUNHW



DFFHVV FRPPLWPHQWV GR QRW LQIULQJH RQ WKH SULQFLSOH RI FRPPXQLW\ SUHIHUHQFH DQG



QHZ SRVVLELOLWLHV KDYH EHHQ RSHQHG XS WR (XURSHDQ H[SRUWHUV ,WV H[SRUW FRPPLWPHQWVDUHFRPSDWLEOHZLWKWKH&$3UHIRUPDQGWKHSHDFHFODXVHSXWVWKH



(8 RXW RIGDQJHURIDQ\DWWDFNVWKDWQRQ(8FRXQWULHVPD\PDNHRQLWVDJULFXOWXUDO



SROLFLHV´ 'LUHFWRUDWH*HQHUDOIRU$JULFXOWXUH 7KLVLQGLFDWHVWKDW(J\SWDQG RWKHU 0HGLWHUUDQHDQ FRXQWULHV VKRXOG QRW KDYH KLJK H[SHFWDWLRQV IRU WKH DJUHHPHQW SDUWLFXODUO\ EHFDXVH WKH (8 FRQVLGHUV (J\SW¶V UHTXHVWV XQUHDOLVWLF EDVHG RQ DJUHHPHQWVZLWKWKHRWKHUFRXQWULHVZKLFKWUDGHPRUHZLWKWKH(8



1HYHUWKHOHVV WKH DVVRFLDWLRQ DJUHHPHQW ZLOO EH DQ LPSRUWDQW VWHS WRZDUGV WUDGH OLEHUDOL]DWLRQ



SDUWLFXODUO\ EHFDXVH WKH (8 LV (J\SW¶V PDMRU WUDGLQJ SDUWQHU 7KH DJUHHPHQW ZLWK WKH (8 DOVR HQFRXUDJHVOLEHUDOL]LQJWUDGHZLWKWKLUGSDUWLHV)RUH[DPSOHLI(J\SWHQWHUVLQWRWUDGHDJUHHPHQWVZLWK



WKH RWKHU 0HGLWHUUDQHDQ FRXQWULHV LW FRXOG EHQHILW IURP WKH FXPXODWLRQ RI RULJLQ DOORZHG IRU LQ WKH DJUHHPHQWV DOUHDG\ VLJQHG ZLWK 7XQLVLD DQG 0RURFFR $Q )7$ ZLWK WKH (8 KRZHYHU ZLOO QRW RIIHU LQFUHDVHG PDUNHW DFFHVV XQOHVV LW LPSURYHV WKH DFFHVV RI (J\SWLDQ DJULFXOWXUDO H[SRUWV WR WKH (8











(&(6:35HIDDW PDUNHWV ,I WKH DJUHHPHQW LV QRW VLJQHG (J\SW¶V DFFHVV WR WKH (8 PDUNHW ZLOO ZRUVHQ JLYHQ WKDW WKH



FRRSHUDWLRQDJUHHPHQWRIZLOOQRWEHUHQHZHGDQG(J\SWLDQH[SRUWVZLOOFRQVHTXHQWO\IDFH0)1 WDULIIUDWHVRQWKH(8PDUNHWV $Q)7$ZLWKWKH8QLWHG6WDWHV



(J\SWKDVSUHIHUHQWLDODFFHVVWRWKH86PDUNHWVWKURXJKWKH$PHULFDQ*63UHJLPHWKDWRIIHUVGXW\IUHH



DFFHVVWRWDULIIOLQHV²DERXWRQHWKLUGRIDOO86WDULIIOLQHV1HDUO\ SHUFHQWRIWKH*63DSSOLHV



WR LQGXVWULDO SURGXFWV WZRWKLUGV UHODWH WR PDFKLQHU\ DQG PHFKDQLFDO DSSOLDQFHV FKHPLFDO SURGXFWV EDVLF PHWDOV DQG RSWLFDO SKRWRJUDSK\ DQG FLQHPDWRJUDSK\ SURGXFWV  SHUFHQW FRYHUV WH[WLOHV DQG



WH[WLOHSURGXFWVWRWKH8QLWHG6WDWHVWKHUHPDLQLQJ SHUFHQWDSSOLHVWRDJULFXOWXUDOSURGXFWV7DULIIV



RQRWKHUH[SRUWVDUHVHWDFFRUGLQJWR:72UHJXODWLRQV8QGHUWKH*63UHJLPH(J\SWH[SRUWHGDWRWDO RIPLOOLRQLQDERXW SHUFHQWRI(J\SW¶VWRWDOH[SRUWVWRWKH8QLWHG6WDWHVWKDW\HDU(J\SW



LQ UHWXUQ JUDQWV 0)1 VWDWXV WR LPSRUWV IURP WKH 8QLWHG 6WDWHV DFFRUGLQJ WR LWV :72 REOLJDWLRQV &RPSDUHG WR WKH (8 V\VWHP RI SUHIHUHQFHV WKH $PHULFDQ *63 LV OHVV IDYRUDEOH 7KH (8 V\VWHP LV PRUHUHOLDEOHEHFDXVHRILWVFRQWUDFWXDOQDWXUHDQGEHFDXVHLWSURYLGHV(J\SWZLWKEHWWHUPDUNHWDFFHVV VLQFHWKHFRYHUDJHRIWKH$PHULFDQ*63LVPRUHOLPLWHG



(J\SW DQG WKH 8QLWHG 6WDWHV DJUHHG LQ 0D\  WR EHJLQ WDONV RQ D 7UDGH DQG



,QYHVWPHQW)UDPHZRUN$JUHHPHQW7,)$ 86(PEDVV\LQ&DLUR 7KH7,)$ LV W\SLFDOO\ D IRUXP IRU GLVFXVVLQJ DQG PRQLWRULQJ WUDGH DQG LQYHVWPHQW LVVXHV



LGHQWLI\LQJ LPSHGLPHQWV WR WUDGH DQG LQYHVWPHQW DQG ZRUNLQJ WR UHPRYH WKHVH LPSHGLPHQWV$7,)$LVQRWDELQGLQJPHFKDQLVPIRUUHVROYLQJGLVSXWHV7KH7,)$LV



H[SHFWHG WR EH DQ LQWHUPHGLDU\ VWHS EHIRUH EHJLQQLQJ WDONV IRU D IUHH WUDGH DUHD DJUHHPHQWDWVRPHWLPHLQWKHIXWXUH



:KHQSROLWLFDODQGHFRQRPLFFRQGLWLRQVDUHVXLWDEOHWRLQLWLDWHDQ(J\SW86IUHH



WUDGHDJUHHPHQWWKHDJUHHPHQWZLOOOLNHO\EHILQDOL]HGPRUHTXLFNO\WKDQWKH(J\SW



(8QHJRWLDWLRQV7KLVLVPDLQO\EHFDXVHWKH8QLWHG6WDWHVDJULFXOWXUDOVHFWRULVQRWDV



YXOQHUDEOH DV WKDW RI WKH (8 ZLWK LWV &$3 SROLF\ $OVR WKH SURVSHFWV DUH EHWWHU IRU



RIIHULQJ (J\SW PRUH PDUNHW DFFHVV LI WKH 1$)7$ $JUHHPHQW EHWZHHQ WKH 8QLWHG 6WDWHV DQG 0H[LFR LV WDNHQ DV D PRGHO IRU DQ DJUHHPHQW ZLWK (J\SW ,Q DGGLWLRQ WR OLEHUDOL]LQJ WUDGH LQ LQGXVWULDO SURGXFWV 1$)7$ DOVR PDQDJHG WR DFKLHYH WKLV IXOO



OLEHUDOL]DWLRQLQWKHDJULFXOWXUDOVHFWRU2IILFHRIWKH867UDGH5HSUHVHQWDWLYH   7DEOHVKRZVWKHLPSDFWRIWKH1$)7$RQWDULIIVLQ0H[LFRDQGWKH8QLWHG6WDWHV



*LYHQWKHUHODWLYHO\KLJKWDULIIVDSSOLHGLQ(J\SWDQGWKHLPSRUWDQFHRIWKH8QLWHG



6WDWHV DV D WUDGLQJ SDUWQHU WR (J\SW DQ )7$ ZLWK WKH 8QLWHG 6WDWHV ZLOO HQWDLO D



VLJQLILFDQW UHGXFWLRQ RI (J\SW¶VDYHUDJHQRPLQDOSURWHFWLRQ%\HOLPLQDWLQJDOOWDULII DQGQRQWDULIIEDUULHUVRQ(J\SWLDQH[SRUWVWRWKH8QLWHG6WDWHVWKLV)7$ZLOOLQFUHDVH



DFFHVVWR86PDUNHWV7KLVLVWKHFDVHEHFDXVHLQWKHDEVHQFHRIDQ)7$WKH(J\SWLDQ







(&(6:35HIDDW



H[SRUWV ZLOO FRQWLQXH WR IDFH WDULII EDUULHUV RQ WKH 86 PDUNHWV HYHQ DIWHU WKH IXOO



LPSOHPHQWDWLRQ RI WKH 85$JUHHPHQWZKLFKFRPPLWVWKH8QLWHG6WDWHVWRUHGXFLQJ



WKH WUDGHZHLJKWHG DYHUDJH WDULII RQ WH[WLOHV IURP  SHUFHQW WR  SHUFHQW )RU VSHFLILF WH[WLOH LPSRUWV VXFK DV FORWKLQJ ZRYHQ FRWWRQ IDEULFV DQG WH[WLOH \DUQ DQG



WKUHDGWKH86WDULIIZLOOEHSHUFHQWSHUFHQWDQG SHUFHQWUHVSHFWLYHO\DIWHU WKH 85 $JUHHPHQW $OVR LPSRUWDQW (J\SWLDQ DJULFXOWXUDO H[SRUWV VXFK DV IUHVK YHJHWDEOHVZLOOFRQWLQXHWREHVXEMHFWWRWDULIIVHTXDOWR SHUFHQW



7DEOH 7DULII5HGXFWLRQVLQ0H[LFRDQGWKH8QLWHG6WDWHV'XHWR1$)7$ 3URGXFW*URXSLQJV



$QLPDOVDQGSURGXFWV 9HJHWDEOHSURGXFWV :D[HVIDWVDQGRLO )RRGEHYHUDJHVDQGWREDFFR 0LQHUDOSURGXFWV &KHPLFDOVDQGUHODWHGSURGXFWV 3ODVWLFVUXEEHUDQGUHODWHGSURGXFWV /HDWKHUWUDYHOIRRGVHWF :RRGDQGUHODWHGDUWLFOHV 3XOSSDSHUDQGUHODWHGSURGXFWV 7H[WLOHVDQGDSSDUHO



6KRHVKHDGJHDUDQGUHODWHG SURGXFWV &HUDPLFVJODVVDQGUHODWHGSURGXFWV -HZHOU\SUHFLRXVPHWDOVDQGVWRQHV %DVHPHWDOVDQGDUWLFOHV (OHFWURQLFJRRGVDQGDSSOLDQFHV 7UDQVSRUWHTXLSPHQW 6FLHQWLILFDQGRWKHULQVWUXPHQWV $UPVDPPXQLWLRQ $UWDQGDQWLTXHV



0H[LFR



8QLWHG6WDWHV



















       



       



       



       



           



           



           



           



(QGRI7UDQVLWLRQ3HULRG



3KDVLQJRXWWDULIIVDQGWKH LPPHGLDWHRUSKDVHG HOLPLQDWLRQRILPSRUWDQW QRQWDULIIEDUULHUV 



1$)7$HOLPLQDWHGDOOQRQWDULIIEDUULHUVDQGZLOOHOLPLQDWHDOOWDULIIVE\WKH\HDU 



7DULIIVZLOOEHSKDVHGRXWLQ\HDUVIRUSURGXFWVWKDWPHHWUXOHVRIRULJLQUHTXLUHPHQWV,PSRUWTXRWDVLQWKH 8QLWHG6WDWHVZLOOEHOLIWHGLPPHGLDWHO\IRURULJLQDWLQJJRRGV%DUULHUVFRYHULQJ SHUFHQWRIWH[WLOHVDQGDSSDUHO WUDGHEHWZHHQWKH8QLWHG6WDWHVDQG0H[LFRZLOOEHHOLPLQDWHGLQVL[\HDUVRUOHVV 6RXUFHV2IILFHRIWKH867UDGH5HSUHVHQWDWLYH 2SHUDWLRQDQG(IIHFWRIWKH1RUWK$PHULFDQ)UHH7UDGH $JUHHPHQW86'HSWRI&RPPHUFH2IILFHRI7H[WLOHVDQG$SSDUHO6HFWRU6XPPDU\IRU7H[WLOHVDQG$SSDUHOLQ 1$)7$







(&(6:35HIDDW $)7$DQG(J\SW$UDE%LODWHUDO)7$V



7KH$)7$ZDVODXQFKHGRQ-DQXDU\$FFRUGLQJWRWKLVDJUHHPHQWDQ$UDEIUHHWUDGHDUHDZLOO



EHJLQ DIWHU  \HDUV ZKLFK PHDQV WKDW WDULII EDUULHUV ZLOO EH HOLPLQDWHG ZLWKLQ WKHVH  \HDUV 7DULII UHGXFWLRQVDOUHDG\EHJDQLQ-DQXDU\ZLWKD SHUFHQWUHGXFWLRQRQWDULIIVWD[HVDQGGXWLHVZLWK



VLPLODUHIIHFWV)DZ]\D $VUHJDUGV17%VDFRPPRQOLVWRIJRRGVSURKLELWHGIRUKHDOWKVHFXULW\



DQG UHOLJLRXV UHDVRQV KDV EHHQ SUHSDUHG 7KH HOLPLQDWLRQ RI WKH UHPDLQLQJ 17%V ZLOO EH QHJRWLDWHG ZLWK WKH FRQFHUQHG FRPPLWWHH ,Q FDVH VRPH PHPEHUV GR QRW UHPRYH XQMXVWLILHG 17%V WKH RWKHU



PHPEHUVFDQDSSO\WKHSULQFLSOHRIUHFLSURFLW\(DFKFRXQWU\LVDOORZHGWRGUDZDOLVWRIPDQXIDFWXUHG JRRGV WR EH H[HPSWHG IURP WDULII DQG QRQWDULII UHGXFWLRQV VR WKDW ORFDO LQGXVWULHV FDQ UHVWUXFWXUH WR ZLWKVWDQG FRPSHWLWLRQ =DUURXN   )LQDOO\ WKH DJUHHPHQW DOORZVDJULFXOWXUDOSURGXFWVGXULQJWKH



KDUYHVWVHDVRQWREHRXWVLGHWDULIIUHGXFWLRQWKURXJKRXWWKHWUDQVLWLRQSHULRG(DFKFRXQWU\LVDOORZHG WRLQFOXGHDPD[LPXPRISURGXFWVH[HPSWHGGXULQJKDUYHVWSURYLGHGWKDWH[HPSWLRQVGRQRWH[FHHG



DWRWDOGXUDWLRQRIPRUHWKDQPRQWKV$VRI1RYHPEHUDOPRVWD\HDUIURPODXQFKLQJ$)7$ RQO\RI$UDEFRXQWULHVVLJQLQJWKH$)7$KDGEHJXQLPSOHPHQWDWLRQ²(J\SWEHLQJRQHRIWKHP



%HVLGHVMRLQLQJWKH$)7$(J\SWKDVEHHQLQYROYHGLQELODWHUDOWUDGHDJUHHPHQWV



ZLWKDQXPEHURI$UDEFRXQWULHV 7KH$UDE/HDJXHDQGWKH$)7$HQFRXUDJHRWKHU DJUHHPHQWV WKDW DOORZ $UDE FRXQWULHV WR XQLODWHUDOO\ ELODWHUDOO\ RU PXOWLODWHUDOO\ HVWDEOLVK IUHH WUDGH DUHDV DV D VWHS WRZDUGV D FRPSUHKHQVLYH $)7$ WR EH VLJQHG LQ



 7KH DJUHHPHQWV (J\SW KDV VLJQHG VR IDU RU LV FXUUHQWO\ QHJRWLDWLQJ DLP DW HVWDEOLVKLQJ IUHH WUDGH DUHDV XVXDOO\ IRU D SHULRG RI ILYH \HDUV DV D PRUH UDSLG DSSURDFKWROLEHUDOL]LQJLQWUD$UDEWUDGHFRPSDUHGWRWKHORQJHUWHUP$)7$



$)7$DQGWKH$UDEELODWHUDODJUHHPHQWVDUHLPSRUWDQWLQWKHLURZQULJKWEHFDXVH



WKH\ FDQ UHGXFH WKH µKXEDQGVSRNHV HIIHFW¶ OLNHO\ ZLWK WKH (80HGLWHUUDQHDQ DJUHHPHQWV 7KH\ FDQ DOVR HQKDQFH ERUGHU WUDGH LQ EXON\ DQG VKRUWOLYHG JRRGV DQG HQFRXUDJH $UDE MRLQW YHQWXUHV ,W LV H[SHFWHG KRZHYHU WKDW WKH $)7$ ZLOO KDYH



OLPLWHG  LPSDFW RQ  WUDGH  OLEHUDOL]DWLRQ  LQ (J\SW )LUVW (J\SW¶V  WUDGH  ZLWK $UDE VWDWHV



FRQVWLWXWHV RQO\ D VPDOO SRUWLRQ RI LWV WRWDO WUDGH 6HFRQG (J\SW DOUHDG\ H[FKDQJHV



JRRGV DW ]HUR WDULII ZLWK VHYHQ $UDE FRXQWULHV DQG RIIHUV RWKHUV SUHIHUHQWLDO WDULII



WUHDWPHQW $O $KUDP 1HZVSDSHU  $SULO   7KH LPSDFW RQ (J\SW¶V PDUNHW DFFHVVZLOOGHSHQGRQWKHUHDGLQHVVRI$UDEFRXQWULHVWRDEDQGRQWKHUHVWULFWLYH17%V



WKH\ LPSRVH RQ LPSRUWV RI DJULFXOWXUDO SURGXFWV RWKHU LPSRUWV DV ZHOO DV RQ WKHLU



DELOLW\WRRYHUFRPHWKHH[LVWLQJLQVWLWXWLRQDODQGLQIUDVWUXFWXUDOFRQVWUDLQWVWKDWFRXOG VLJQLILFDQWO\OLPLWWUDGLQJRSSRUWXQLWLHVDPRQJWKHP



(J\SWKDVDOUHDG\VLJQHGIUHHWUDGHDJUHHPHQWVZLWK-RUGDQ 7XQLVLD DQG0RURFFR  DQGLVLQWKHSURFHVVRIQHJRWLDWLQJWUDGHDJUHHPHQWVZLWK/HEDQRQ.XZDLW6\ULD






(&(6:35HIDDW &20(6$



(J\SW MRLQHG &20(6$ LQ -XQH  86 (PEDVV\ LQ &DLUR -XO\   7KLV WUDGH



DJUHHPHQWHVWDEOLVKHVIUHHWUDGHEHWZHHQLWVVLJQDWRU\FRXQWULHVE\WKH\HDU %\WKHVHFRXQWULHVZLOOLQWURGXFHDFRPPRQH[WHUQDOWDULII&(7 VWUXFWXUHWR



GHDOZLWKWKLUGSDUWLHV 7KHPHPEHUFRXQWULHVDJUHHGWKDWWKH&(7RQFDSLWDOJRRGV ZLOOEH]HURDQGSHUFHQWRQUDZPDWHULDOVSHUFHQWRQLQWHUPHGLDWHJRRGVDQG SHUFHQWRQILQDOJRRGV



,Q(J\SW¶VLPSRUWVXQGHU&20(6$FRQVWLWXWHGRQO\ SHUFHQWRILWVWRWDO



LPSRUWV DQG H[SRUWV WR &20(6$ FRXQWULHV ZHUH RQO\  SHUFHQW RI DOO (J\SWLDQ H[SRUWV $FFRUGLQJO\ &20(6$ ZLOO KDYH RQO\ D OLPLWHG LPSDFW RQ WUDGH



OLEHUDOL]DWLRQ LQ (J\SW 7KH PRVW UHFHQW DYHUDJH WDULII DYDLODEOH WR VRPH &20(6$



FRXQWULHV LQGLFDWHV WKDW WKH GXW\IUHH HQWU\ RI (J\SWLDQ H[SRUWV LQWR WKLV $IULFDQ PDUNHWFRXOGVLJQLILFDQWO\LQFUHDVHLWVPDUNHWDFFHVV 



7RFRQFOXGHLI(J\SWHQWHUVLQWR)7$VZLWKWKH 8QLWHG6WDWHVDQGWKH(XURSHDQ8QLRQ(J\SWZLOO



HQMR\ D VLJQLILFDQWO\ PRUH OLEHUDO WUDGH UHJLPH LQ WKH  \HDUVIURPWKHVLJQLQJGDWHKRZHYHUWKLVLV QRW WKH ZKROH VWRU\ (J\SW IDFHV PDMRU FKDOOHQJHV WR VXUYLYH LQ WKLV JOREDO HQYLURQPHQW DQG PXVW



ZLWKVWDQG ILHUFH FRPSHWLWLRQ LQ LQWHUQDWLRQDO DQG GRPHVWLF PDUNHWV7KHVHFKDOOHQJHVDUHGLVFXVVHGLQ GHWDLOLQWKHQH[WVHFWLRQ 9)XWXUH&KDOOHQJHV



([SRUWSURVSHFWVDUHDPDMRUFRQFHUQIRU(J\SWJLYHQWKHQHZLQWHUQDWLRQDOWUDGHHQYLURQPHQWZKLFKLV EHFRPLQJ PRUH OLEHUDO RYHU WLPH 7KH RXWFRPH RI (J\SW¶V WUDGH OLEHUDOL]DWLRQ ZLOO GHSHQG RQ WKH



FRXQWU\¶V DELOLW\ WR FRPSHWH LQ JOREDO PDUNHWV ,Q WKH (8 PDUNHWV IRU H[DPSOH (J\SW ZLOO IDFH DJJUHVVLYHFRPSHWLWLRQIURPWKH&HQWUDODQG(DVWHUQ(XURSHDQ&RXQWULHVWKDWVKDUH(J\SW¶VDGYDQWDJH



RIUHODWLYHO\FKHDSODERUDQGJHRJUDSKLFDOSUR[LPLW\WRWKH(8,QWKH86PDUNHWWKHUHDUHWKH1$)7$ PHPEHU FRXQWULHV WKDW DOVR SRVH D FRPSHWLWLYH WKUHDW 7R IDFH WKLV FKDOOHQJH (J\SW PXVW EH PRUH HQJDJHGLQVXEFRQWUDFWLQJDFWLYLWLHVZLWKLWVPDMRUWUDGLQJSDUWQHUVPDLQWDLQLQJDUHVSRQVLYHH[FKDQJH UDWHDQGLPSURYLQJWKHORQJWHUPLQGLFDWRUVRIFRPSHWLWLYHQHVV







(&(6:35HIDDW )LUVW (J\SW QHHGV WR EH HQJDJHG WR D PXFK ODUJHU H[WHQW LQ VXEFRQWUDFWLQJ DFWLYLWLHV ZLWK WKH



(XURSHDQ8QLRQDQG WKH8QLWHG6WDWHVLILWLVWRFRPSHWHLQWRGD\¶VJOREDOWUDGLQJ3RVVLEOHLQGXVWULHV



IRUFRRSHUDWLRQDUHOHDWKHUJDUPHQWVPDFKLQHU\DQGIXUQLWXUH7KHH[SHULHQFHVRI&HQWUDODQG(DVWHUQ (XURSHDQG0H[LFRZLWKVXEFRQWUDFWLQJKDYHSURYHQVXEFRQWUDFWLQJWREHDVRXQGPHWKRGIRUUHGXFLQJ



WKH ULVNV DQG FRVWV RI GHYHORSLQJ H[SRUW PDUNHWV ZKLOH LQFUHDVLQJ H[SRUWV 6XEFRQWUDFWLQJ LQFUHDVHG &HQWUDO DQG (DVWHUQ (XURSHDQ H[SRUWV WR WKH (8 E\  SHUFHQW EHWZHHQ  DQG  +RHNPDQ



 6LQFH1$)7$EHJDQLQ0H[LFR¶VH[SRUWVWRWKH8QLWHG6WDWHVKDYHPRUHWKDQWULSOHG86



,QWHUQDWLRQDO 7UDGH &RPPLVVLRQ   7KH LQFUHDVHG LPSRUWV RI DSSDUHO IURP 0H[LFR DUH SULPDULO\ GXH WR 1$)7$ SURYLVLRQV WKDW HQDEOH GXW\IUHH DQG TXRWDIUHH HQWU\ IRU DSSDUHO DVVHPEOHG ZKROO\



IURPIDEULFVWKDWDUHIRUPHGDQGFXWLQWKH8QLWHG6WDWHV7ZRWKLUGVRI0H[LFR¶VWH[WLOHVDQGDSSDUHO H[SRUWV WR WKH 8QLWHG 6WDWHV DUH FXUUHQWO\ PDQXIDFWXUHG XVLQJ 86 FRPSRQHQWV XS IURP  SHUFHQW LQ 



6HFRQG(J\SWQHHGVWRPDLQWDLQDUHVSRQVLYHH[FKDQJHUDWH:LWKWKHRSHQLQJRI



WKH(J\SWLDQHFRQRP\(J\SW¶VLPSRUWVDUHH[SHFWHGWRULVHWKXVLPSRVLQJSUHVVXUHV



RQ WKH (J\SWLDQ SRXQG ZKLFK LV OLNHO\ WR DSSUHFLDWH )XUWKHUPRUH WKH VLJQLILFDQW



FXUUHQF\ GHYDOXDWLRQ LQ VRPH $VLDQ FRXQWULHV YLVjYLV WKH GROODU D IDFWRU LQ WKH



UHFHQW $VLDQ ILQDQFLDO FULVLV SXWV DGGLWLRQDO SUHVVXUH RQ WKH (J\SWLDQ SRXQG 7KH HQKDQFHG FRPSHWLWLYHQHVV LQ WKHVH FRXQWULHV FRXOG DIIHFW (J\SW¶V H[SRUW SURVSHFWV 0DLQWDLQLQJ D UHVSRQVLYH H[FKDQJH UDWH LV DOVR LPSRUWDQW EHFDXVH D VWHHS UHDO



DSSUHFLDWLRQWKDWXQGHUPLQHVWKHFXUUHQWDFFRXQWJHQHUDWHVH[SHFWDWLRQVRIUHLPSRVHG WUDGH FRQWUROV $OVR D ZLGHO\ IOXFWXDWLQJ UHDO H[FKDQJH UDWH LPSOLHV XQFHUWDLQ SURILWDELOLW\ LQ PDQ\ VHFWRUV 7KHVH WZR IDFWRUVKDPSHUWKHUHDOORFDWLRQRIUHVRXUFHV WRZDUGVPRUHSURGXFWLYHVHFWRUV



%HWZHHQ-DQXDU\DQG-DQXDU\WKHQRPLQDOGHSUHFLDWLRQLQWKHILYHPRVWDIIHFWHG$VLDQ FRXQWULHV.RUHD0DOD\VLD7KDLODQG,QGRQHVLDDQGWKH3KLOLSSLQHV UDQJHGEHWZHHQSHUFHQWDQG SHUFHQWDQGWKHUHDOHIIHFWLYHH[FKDQJHUDWHGHSUHFLDWLRQUDQJHGIURPSHUFHQWWRSHUFHQW 







(&(6:35HIDDW



7KLUG (J\SW PXVW DFTXLUH WKH ORQJUXQ GHWHUPLQDQWV RI FRPSHWLWLYHQHVV 7KHVH



LQFOXGH REWDLQLQJ DQG XVLQJ WHFKQRORJ\ GHYHORSLQJ KXPDQ FDSLWDO SURPRWLQJ LQYHVWPHQW PDNLQJ WKH LQVWLWXWLRQV WKDW LQIOXHQFH WUDGH HIILFLHQW DQG HQVXULQJ WKH RYHUDOOHIILFLHQF\RIHFRQRPLFDFWLYLW\DQGUHOLDEOHLQIUDVWUXFWXUH5DMDSDWLUDQD 



(J\SW KDV PDGH VLJQLILFDQW SURJUHVV LQ PDFURHFRQRPLF DQG VWUXFWXUDO UHIRUPV \HW PRUH HIIRUWV DUH VWLOO UHTXLUHG *DODO DQG 7RKDP\   6WUXFWXUDO UHIRUPV DUH DQ



HVVHQWLDO SDUW RI D PRUH FRPSUHKHQVLYH UHIRUP DJHQGD $ FRPSUHKHQVLYH UHIRUP



DJHQGD WKDW H[WHQGV EH\RQG WUDGH SROLFLHV ZRXOG KHOS IXUWKHU (J\SW¶V WUDGH DJHQGD DQG DFKLHYH WKH GHVLUHG GLYHUVLILFDWLRQ WKDW UHOLHV RQ WKH SULYDWH VHFWRU LQLWLDWLYH



5HIRUP RI ODERU PDUNHWV GRPHVWLF UHJXODWLRQ DQG FDSLWDO PDUNHWV ZRXOG DOORZ



DGMXVWPHQWWRFKDQJHVLQZRUOGPDUNHWVWKXVSUHYHQWLQJWKHEXLOGXSRIRSSRVLWLRQWR OLEHUDOL]DWLRQ



1HJRWLDWLQJPRUHWKDQRQH)7$DWDWLPHLVDQDGGLWLRQDOFKDOOHQJH(J\SWIDFHV



(DFK )7$ ZLOO KDYH LWV RZQ VHW RI UXOHV RI RULJLQ WKDW JRYHUQ WKH GXW\IUHH HQWU\ RI JRRGV LQWR WKH PHPEHU FRXQWULHV 7KH (J\SWLDQ QHJRWLDWLQJ WHDPV VKRXOGFRRUGLQDWH WRHQVXUHWKDWWKHYDULRXVUXOHVDUHFRQVLVWHQW1XPHURXVVHWVRIUXOHVRIRULJLQZLOOEH



DQDGPLQLVWUDWLYHFRPSOLFDWLRQDQGZLOOFDXVHFRQIXVLRQEHWZHHQH[SRUWHUV²YLUWXDOO\ DQHZWUDGHEDUULHU



)RU (J\SW WKH IHDU RI WKH WUDGH GLYHUVLRQ GXH WR )7$V LV PLQLPDO \HW WKHUH



UHPDLQV WKH KXEDQGVSRNHV HIIHFW UHVXOWLQJ IURP DJUHHPHQWV ZLWK WKH (XURSHDQ 8QLRQDQGWKH8QLWHG6WDWHV  $VWKH(8LVOLNHO\WRH[SDQGEHIRUHWRLQFOXGH VHYHUDOFRXQWULHVIURP&HQWUDODQG(DVWHUQ(XURSHWKHKXEZLOOEHFRPHHYHQELJJHU



(J\SW WKHUHIRUH QHHGV WR EH HQJDJHG VLPXOWDQHRXVO\ LQ )7$V ZLWK RWKHU



0HGLWHUUDQHDQ FRXQWULHV DQG $UDE$UDE WUDGH OLEHUDOL]DWLRQ QRZ KDV DQ DGGLWLRQDO LQFHQWLYH



9,&RQFOXGLQJ5HPDUNV



2YHUWKHSDVWWZRGHFDGHV(J\SW¶VWUDGHUHJLPHKDVEHFRPHPRUHOLEHUDODVLQGLFDWHG



E\ WKH GHFOLQH LQ WKH DYHUDJH WDULII GLVSHUVLRQ RI WDULII UDWHV WUDGH WD[HV DQG GXWLHV



UHGXFHGSURGXFWLRQFRYHUDJHRI17%VDQGILQDOO\E\WKHXQLILFDWLRQDQGGHYDOXDWLRQ RI WKH (J\SWLDQ SRXQG 
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