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7KH )XWXUH RI 6HFXULWLHV ([FKDQJHV4

5XEHQ /HH
0DQDJLQJ 'LUHFWRU/ 2[IRUG )LQDQFH *URXS

),1$/ 9(56,21 592525335

41 ,QWURGXFWLRQ

7KH IXWXUH LV QRW RQO\ RXW WKHUH/ LW LV DOVR ZKDW ZH PDNH RI LW1 7KLV SDSHU SUHVHQWV D UDQJH RI

SUHGLFWLRQV DERXW VHFXULWLHV H[FKDQJHV1 ,W VHHNV ERWK WR H[WUDSRODWH ORJLFDO FRQFOXVLRQV IURP FXUUHQW

WUHQGV/ DQG WR SURYLGH D YLUWXDO EXOO\ SXOSLW WR HQVXUH WKDW DOO LV IRU WKH EHVW LQ WKH EHVW RI DOO SRVVLEOH

IXWXUHV1 )RXU EURDG WKHPHV DUH GLVFXVVHG1 7KH\ FRQFHUQ/ UHVSHFWLYHO\/ LQIRUPDWLRQ/ LQGXVWU\/

JRYHUQDQFH/ DQG SROLWLFV1 3UHGLFWLRQV DUH PDGH DERXW HDFK RI WKHVH WKHPHV/ DQG FRPPHQWV DUH

SURYLGHG RQ ZK\ WKH SUHGLFWLRQV ZLOO FRPH WR SDVV/ DQG RQ VRPH RI WKHLU FRPPHUFLDO DQG UHJXODWRU\

LPSOLFDWLRQV1

51 ,QIRUPDWLRQ

3UHGLFWLRQ 4= 6HFXULWLHV ([FKDQJHV ZLOO EHFRPH 0HGLD &RPSDQLHV1

$GYDQFHV LQ FRPSXWHU DQG FRPPXQLFDWLRQV WHFKQRORJ\ KDYH DOUHDG\ FKDQJHG WKH ZD\

VHFXULWLHV H[FKDQJHV RSHUDWH LQ PDQ\ ZD\V15 7KH LPSOLFDWLRQV RI UHFHQW WHFKQRORJLFDO SURJUHVV KDYH

QRW/ KRZHYHU/ \HW EHHQ IXOO\ DSSUHFLDWHG1 ,W LV QRZ WKH FDVH ERWK WKDW WKH PDUJLQDO FRVW RI H[HFXWLQJ

DQ H[WUD WUDGH RQ DQ HOHFWURQLF WUDGLQJ V\VWHP LV FORVH WR ]HUR/ DQG WKDW WKH PDUJLQDO FRVW RI

GHOLYHULQJ TXRWH DQG WUDGH GDWD WR IXUWKHU FXVWRPHUV LV DOVR FORVH WR ]HUR/ RQFH WKH\ KDYH EHHQ

FDSWXUHG HOHFWURQLFDOO\1 7RJHWKHU WKHVH DGYDQFHV ZLOO UHYROXWLRQL]H WKH EXVLQHVV PRGHOV WKDW VRPH

VHFXULWLHV H[FKDQJHV IROORZ/ E\ UDGLFDOO\ LQFUHDVLQJ WKH LPSRUWDQFH RI UHYHQXHV IURP WKH VDOH RI WKH

TXRWH DQG WUDGH GDWD HPDQDWLQJ IURP VXFK H[FKDQJHV16

+LVWRULFDOO\/ H[FKDQJHV KDYH KDG VHYHQ PDLQ W\SHV RI UHYHQXHV= 4, PHPEHUVKLS

VXEVFULSWLRQV/ IHHV IRU 5, OLVWLQJ/ 6, WUDGLQJ/ 7, FOHDULQJ/ DQG 8, VHWWOHPHQW/ DQG FKDUJHV IRU WKH

SURYLVLRQ RI 9, FRPSDQ\ QHZV/ DQG IRU :, TXRWH DQG WUDGH GDWD17 )RU PDQ\ H[FKDQJHV/ KRZHYHU/ DOO

EXW WKH ODVW RI WKHVH VRXUFHV LV JUDGXDOO\ GLVDSSHDULQJ1

0HPEHUVKLS IHHV ZLOO FRQWLQXH WR EH SDLG DV ORQJ DV DQ H[FKDQJH KDV PHPEHUV ± EXW

GHPXWXDOL]DWLRQ LV EULQJLQJ WKLV WR DQ HQG1 ([FKDQJHV QRZ KDYH FXVWRPHUV/ QRW PHPEHUV1 ,Q PDQ\

FRQWH[WV/ OLVWLQJ LV VXEMHFW WR LQWHQVH FRPSHWLWLRQ EHWZHHQ H[FKDQJHV/ DQG WKXV WKH DELOLW\ WR H[WUDFW

KLJK UHYHQXHV IURP WKH SURYLVLRQ RI WKLV VHUYLFH LV OLPLWHG1 )XUWKHUPRUH/ WKHUH LV GHEDWH DERXW

ZKHWKHU H[FKDQJHV VKRXOG LQ IDFW VWLOO XQGHUWDNH WKLV IXQFWLRQ/ ZKHQ WKH\ FDQ XVH LW DV D FRPSHWLWLYH

DGYDQWDJH DJDLQVW WUDGLQJ V\VWHPV ZKLFK GR QRW SURYLGH LW1 ,Q WKH 8./ IRU H[DPSOH/ LW KDV EHHQ
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GHFLGHG WKDW WKH /RQGRQ 6WRFN ([FKDQJH +/6(, VKRXOG ORVH LWV RIILFLDO GHVLJQDWLRQ DV WKH

&RPSHWHQW $XWKRULW\ IRU OLVWLQJ/ ZKLFK ZDV KDQGHG RYHU WR WKH )LQDQFLDO 6HUYLFHV $XWKRULW\ +)6$,1

7KH PHULWV RI WKLV PRYH DUH EHLQJ GHEDWHG LQ RWKHU MXULVGLFWLRQV1 0RVW VHFXULWLHV H[FKDQJHV GR QRW

SURYLGH FOHDULQJ DQG VHWWOHPHQW VHUYLFHV/ DQG HYHQ IRU WKRVH WKDW GR/ WKHUH LV SUHVVXUH RQ WKHP WR

UHGXFH WKHLU FRVWV DQG FKDUJHV1 2QO\ D IHZ H[FKDQJHV SURYLGH FRPSDQ\ LQIRUPDWLRQ/ DQG LQ PRVW

HQYLURQPHQWV WKLV LV VXEMHFW WR LQWHQVH FRPSHWLWLRQ IURP WKH GDWD YHQGRUV1

7UDQVDFWLRQ IHHV DUH WKH ODUJHVW VRXUFH RI UHYHQXHV IRU PRVW H[FKDQJHV WRGD\1 +RZHYHU/ WKLV

PD\ QRW FRQWLQXH1 $V WKH FRVW RI SURFHVVLQJ DQ H[WUD PDUJLQDO WUDGH RQ PRVW DXWRPDWHG WUDGLQJ

V\VWHPV KDV QRZ EHFRPH HVVHQWLDOO\ ]HUR/ FRPSHWLWLRQ EHWZHHQ WUDGLQJ V\VWHPV LV SXVKLQJ

WUDQVDFWLRQ IHHV WR WKLV OHYHO1 $QG HYHQ WKLV PD\ EH WRR JRRG WR ODVW1 3D\PHQW IRU RUGHU0IORZ DOUHDG\

H[LVWV LQ WKH EURNHUDJH PDUNHW/ DQG LW ZRQ¶W EH ORQJ EHIRUH WKLV WDNHV URRW LQ WKH H[FKDQJH PDUNHW1

([FKDQJHV ZLOO EH SD\LQJ IRU WKH SULYLOHJH RI H[HFXWLQJ RUGHUV RQ WKHLU WUDGLQJ V\VWHPV1 $QG

LQGHHG/ LQ VRPH FRQWH[WV/ WKH\ DUH DOUHDG\ GRLQJ WKLV/ YLD VXEVLGLHV SURYLGHG WR PDUNHW0PDNHUV/ DQG

LQFHQWLYHV IRU LQYHVWRUV/ WR XVH WKHLU WUDGLQJ V\VWHPV1

6R H[FKDQJHV¶ NH\ VRXUFH RI LQFRPH ZLOO KDYH WR FRPH IURP WKH VDOH RI WKHLU TXRWH DQG WUDGH

GDWD18 (YHQ ZKHQ D GRPLQDQW H[FKDQJH KDV IDFHG FRPSHWLWLRQ IURP QHZ WUDGLQJ V\VWHPV/ DQG HYHQ

LI VXFK WUDGLQJ V\VWHPV KDYH VXFFHHGHG LQ FDSWXULQJ VRPH RUGHU IORZ/ YHU\ UDUHO\ KDV D GRPLQDQW

H[FKDQJH HYHU ORVW LWV SRVLWLRQ DV WKH PDLQ VRXUFH RI SULFH GLVFRYHU\ IRU WKH VHFXULWLHV LW WUDGHV19

5HYHQXHV IURP WKH VDOH RI TXRWH DQG WUDGH GDWD ZLOO WKHUHIRUH EH PRUH UHVLOLHQW WKDQ WKRVH IURP

WUDQVDFWLRQ IHHV1

,Q WKH ODQJXDJH RI WKH PHGLD LQGXVWU\ ZKLFK WKH\ ZLOO HIIHFWLYHO\ KDYH MRLQHG/ H[FKDQJHV

ZLOO EH FRQWHQW SURYLGHUV1 $V VXFK WKH\ DUH OLNHO\ WR PLPLF WKH DFWLYLWLHV RI RWKHU VLPLODU PHGLD

FRPSDQLHV1 0RVW LPSRUWDQWO\/ VHFXULWLHV H[FKDQJHV ZLOO VHHN HYHQ PRUH DVVLGXRXVO\ WKDQ WKH\ KDYH

LQ WKH SDVW/ WR FRQWURO DQG H[SORLW WKH LQWHOOHFWXDO SURSHUW\ LQ WKH SULFH DQG TXRWH GDWD DULVLQJ IURP

WKHLU WUDGLQJ V\VWHPV1:

3UHGLFWLRQ 5= 7KHUH ZLOO EH 0DQ\ <HDUV RI /HJDO DQG 5HJXODWRU\ %DWWOHV RYHU :KHWKHU ([FKDQJHV

2ZQ WKHLU 4XRWH DQG 7UDGH 'DWD1

7KH FRQFHSW RI RZQLQJ VRPHWKLQJ PD\ EH YLHZHG DV WKH EXQGOH RI ULJKWV DQG REOLJDWLRQV

DVVRFLDWHG ZLWK WKH SXUFKDVH DQG VDOH RI WKH WKLQJ1;:KHQ DSSOLHG WR WKH TXRWH DQG WUDGH LQIRUPDWLRQ

HPDQDWLQJ IURP D VHFXULWLHV H[FKDQJH/ WKH NH\ TXHVWLRQV UHJDUGLQJ VXFK RZQHUVKLS DUH= :KR VKRXOG

KDYH DFFHVV WR :KDW TXRWH DQG WUDGH LQIRUPDWLRQ/ :KHQ/ DQG DW :KDW SULFH"< 7KHUH LV ZLGH

GLVDJUHHPHQW DERXW DOO WKHVH LVVXHV IRU WKUHH EURDG UHDVRQV1 )LUVW/ GLIIHUHQW FRQVWLWXHQFLHV LQ D

PDUNHW DOZD\V ZLVK WR FODLP DV PDQ\ SURSHUW\ ULJKWV DV WKH\ FDQ RYHU TXRWH DQG WUDGH GDWD/

LQFOXGLQJ WKH PDUNHW SDUWLFLSDQWV ZKR VXEPLW TXRWHV WR/ DQG H[HFXWH RUGHUV RQ/ DQ H[FKDQJH/ WKH

H[FKDQJH LWVHOI/ WKH GDWD YHQGRUV ZKLFK GLVWULEXWH VXFK LQIRUPDWLRQ/ RWKHU FRPSHWLQJ WUDGLQJ
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V\VWHPV/ DQG WKH HQG0LQYHVWRUV1 7KHVH FRQIOLFWV KDYH EHHQ HQGHPLF WR H[FKDQJHV/ ZKHUHYHU DQG

ZKHQHYHU WKH\ KDYH RSHUDWHG1

6HFRQG/ WKHUH LV QR VLQJOH ERG\ RI ODZ DQG UHJXODWLRQ WKDW JRYHUQV WKH GLVVHPLQDWLRQ RI

TXRWH DQG WUDGH GDWD1 ,QGHHG/ LQ DQ\ VLQJOH MXULVGLFWLRQ/ WKHUH PD\ EH XS WR VHYHQ GLIIHUHQW UHOHYDQW

ERGLHV RI ODZ/ LQFOXGLQJ WKRVH JRYHUQLQJ VHFXULWLHV PDUNHWV/ FRPSHWLWLRQ/ FRS\ULJKW/ FRQILGHQWLDOLW\/

D VXL JHQHULV ULJKW LQ GDWDEDVHV/ PLVDSSURSULDWLRQ/ DQG JHQHUDO FRQWUDFWV1 (DFK RI WKHVH ERGLHV RI ODZ

DQG UHJXODWLRQ LV ERWK FRPSOH[ DQG FRQWURYHUVLDO/ UHVROYLQJ GLIIHUHQFHV EHWZHHQ WKHP LV WKH VDPH

RQO\ PRUH VR/ DQG DGGUHVVLQJ FURVV0MXULVGLFWLRQDO TXHVWLRQV LV HYHQ KDUGHU1 7KH SUREOHP RI

FRQIOLFWLQJ ERGLHV RI ODZ KDV EHHQ JHWWLQJ SURJUHVVLYHO\ PRUH VHULRXV/ UHFHQWO\/ ERWK DV LQWHOOHFWXDO

SURSHUW\ ULJKWV KDYH EHFRPH YLHZHG DV PRUH LPSRUWDQW/ DQG ZLWK WKH FUHDWLRQ RI UHOHYDQW QHZ ODZV/

VXFK DV WKH (8 'DWDEDVH 'LUHFWLYH143

7KH WKLUG UHDVRQ ZK\ WKHUH LV JUHDW GLVDJUHHPHQW DERXW RZQHUVKLS TXHVWLRQV FRQFHUQLQJ

TXRWH DQG WUDGH GDWD LV SUHFLVHO\ WKDW WUDGLWLRQDO PRGHOV RI WKH LQGXVWU\ DUH EHLQJ XQGHUPLQHG DV D

UHVXOW RI UHFHQW WHFKQRORJLFDO DGYDQFHV1 1HZ HQWUDQWV DUH VHHNLQJ WR FUHDWH DQG H[SORLW TXRWH DQG

WUDGH GDWD LQ ZD\V WKDW VXEYHUW WUDGLWLRQDO EXVLQHVV PRGHOV/ DQG HVWDEOLVKHG PDUNHW SDUWLFLSDQWV DUH

ORRNLQJ WR SURWHFW WKHLU FRPPHUFLDO WXUI1 7KH RQVHW RI WKH GLJLWDO HFRQRP\ KDV JUHDWO\ H[DFHUEDWHG

WKLV SUREOHP1

3UHGLFWLRQ 6= 2QO\ LI D 0DUNHW0:LGH &RQVHQVXV LV 5HDFKHG/ ZLOO VXFK %DWWOHV 6WRS1

*LYHQ WKH LQWHQVLW\ RI WKH FXUUHQW GHEDWH/ LW ZLOO SURYH LPSRVVLEOH IRU HLWKHU UHJXODWRUV RU

FRXUWV/ E\ WKHPVHOYHV/ WR EH DEOH WR GHWHUPLQH DQ DOORFDWLRQ RI SURSHUW\ ULJKWV FRQFHUQLQJ TXRWH DQG

WUDGH GDWD/ ZKLFK LV GHILQLWLYH ± LQ WKDW LW LV QRW VXEMHFW WR IXUWKHU OHJDO DWWDFN ± DQG ZKLFK LV

DFFHSWHG WKURXJKRXW WKH LQGXVWU\1:KHUH UHJXODWRUV KDYH ORRNHG DW WKLV LVVXH KLVWRULFDOO\/ WKH\ KDYH

RQO\ EHHQ DEOH WR FRPH XS ZLWK D VROXWLRQ RQ WKH EDVLV RI SULRU ZLGHVSUHDG DFFHSWDQFH RI DQ

DSSURSULDWH DOORFDWLRQ E\ WKH LQGXVWU\ DV D ZKROH1 7KH KLVWRU\ RI WKH 6(&¶V H[DPLQDWLRQ RI WKH

SULFLQJ RI TXRWH DQG WUDGH GDWD SURYLGHV D JRRG H[DPSOH RI WKLV/ DQG KDV EHHQ ZHOO VXPPDULVHG DV

IROORZV=

WKH 6(& VWDII KDV UHOLHG WR D JUHDW H[WHQW RQ WKH DELOLW\ RI WKH 652V >L1H1 WKH
H[FKDQJHV DQG 1$6'$4@ DQG 3ODQV >L1H1 WKH RSHUDWRUV RI WKH &RQVROLGDWHG
4XRWDWLRQ 6\VWHP DQG WKH &RQVROLGDWHG 7DSH $VVRFLDWLRQ@ WR GHYHORS IDLU
DQG UHDVRQDEOH IHHV WKDW DUH DFFHSWDEOH WR 652 PHPEHUV/ LQIRUPDWLRQ
YHQGRUV/ LQYHVWRUV/ DQG RWKHU LQWHUHVWHG SDUWLHV144

$V WKH FXUUHQW HQYLURQPHQW LOOXVWUDWHV/ WKH 6(& ZLOO ILQG LW KDUG WR GHFLGH RQ ZKDW SROLF\ WR

IROORZ/ ZLWKRXW VXFK LQGXVWU\0ZLGH DFFHSWDQFH1

3UHGLFWLRQ 7= 0DUJLQDO &RVW 3ULFLQJ IRU ,QIRUPDWLRQ 'LVVHPLQDWLRQ ZLOO EH 1HLWKHU 6XVWDLQDEOH RU

2SWLPDO1
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7KH WUDQVIRUPDWLRQ RI VHFXULWLHV H[FKDQJHV LQWR PHGLD FRPSDQLHV ZLOO VHYHUHO\ WHVW FXUUHQW

QRWLRQV DERXW WKH UHJXODWLRQ RI TXRWH DQG WUDGH GLVVHPLQDWLRQ1 $WWHQWLRQ LV FRQFHQWUDWHG KHUH RQ WKH

TXHVWLRQ RI ZKDW LV WKH DSSURSULDWH SULFH IRU VXFK LQIRUPDWLRQ1 ,VVXHV UHODWLQJ WR WKH WUDQVSDUHQF\ RI

PDUNHWV DUH LJQRUHG145

,Q WKH MXULVGLFWLRQV ZKHUH WKH SULFLQJ RI TXRWH DQG WUDGH GDWD KDV EHHQ H[DPLQHG HLWKHU E\

UHJXODWRUV RU E\ WKH FRXUWV/ PRVW RI WKH IROORZLQJ FORVHO\ OLQNHG FRQFOXVLRQV KDYH JHQHUDOO\ EHHQ

GUDZQ= TXRWH DQG WUDGH LQIRUPDWLRQ LV D SXEOLF JRRG/ LW LV W\SLFDOO\ SURYLGHG E\ D PRQRSROLVWLF

VXSSOLHU/ DQG VKRXOG EH SURYLGHG HLWKHU IUHH/ RU DW OHDVW DW WKH PDUJLQDO FRVW RI GHOLYHULQJ WKLV

LQIRUPDWLRQ1 $ W\SLFDO VWDWHPHQW RI WKLV YLHZ ZDV SUHVHQWHG E\ WKH 'LUHFWRU *HQHUDO RI WKH 2IILFH RI

)DLU 7UDGLQJ LQ WKH 8. +WKH UHOHYDQW FRPSHWLWLRQ DXWKRULW\,/ ZKHQ H[DPLQLQJ ZKHWKHU WKH /6( +WKHQ

FDOOHG WKH ,QWHUQDWLRQDO 6WRFN ([FKDQJH, ZDV FKDUJLQJ D IDLU SULFH IRU LWV LQIRUPDWLRQ1 +H DUJXHG

WKDW/

DQ\ RUJDQLVDWLRQ ZLWK PRQRSRO\ FRQWURO RYHU LQIRUPDWLRQ ZKLFK VWHPV IURP
WKH FROOHFWLYH DFWLRQV RI PDUNHW SDUWLFLSDQWV KDV D UHVSRQVLELOLW\ WR H[HUFLVH
WKDW FRQWURO IDLUO\ DQG ZLWKRXW GLVFULPLQDWLRQ DQG VKRXOG HQVXUH WKDW VXFK
LQIRUPDWLRQ LV DYDLODEOH DV ZLGHO\ DQG FKHDSO\ DV SRVVLEOH146

,Q WKHLU DVVHVVPHQWV RI ZKDW LV D IDLU SULFH IRU WKH TXRWH DQG WUDGH LQIRUPDWLRQ DULVLQJ RQ

H[FKDQJHV/ UHJXODWRUV KDYH QRUPDOO\ EDVHG WKHLU UHFRPPHQGDWLRQV RQ DQ DVVXPSWLRQ WKDW H[FKDQJHV

DUH SULPDULO\ WUDGLQJ V\VWHPV VHOOLQJ WUDQVDFWLRQ VHUYLFHV1 7KH SULFH DQG TXRWH LQIRUPDWLRQ

HPDQDWLQJ IURP H[FKDQJHV KDV WKXV EHHQ VHHQ DV D E\0SURGXFW1 7KLV ZLOO/ KRZHYHU/ EH DQ

LQDSSURSULDWH EDVLV RQ ZKLFK WR GHFLGH UHJXODWRU\ SROLF\ LQ DQ HQYLURQPHQW ZKHQ H[FKDQJHV DUH

HIIHFWLYHO\ ILUPV WKDW PDQXIDFWXUH SULFH DQG TXRWH LQIRUPDWLRQ/ ZKHQ WKH FRVW RI SURGXFLQJ WKLV

LQIRUPDWLRQ LV WKXV WKH WRWDO FRVW RI UXQQLQJ DQ H[FKDQJH/ DQG ZKHQ WKH IHHV H[FKDQJHV DUH DEOH WR

FKDUJH IRU WUDGLQJ VHUYLFHV IDOO WR ]HUR1

$ NH\ UDWLRQDOH IRU UHTXLULQJ PDUJLQDO FRVW SULFLQJ E\ H[FKDQJHV ZKHQ VHOOLQJ WKHLU GDWD LV

WKDW WKHLU EHKDYLRXU LV IUHTXHQWO\ FRQVLGHUHG DQWL0FRPSHWLWLYH/ DQG DJDLQVW WKH SXEOLF LQWHUHVW1 7KH

SULPDU\ UHDVRQ SXW IRUZDUG WR VXSSRUW WKLV YLHZ LV WKDW DQ H[FKDQJH LV D QDWXUDO PRQRSRO\ GXH WR WKH

WHQGHQF\ IRU RUGHU IORZ WR DWWUDFW RUGHU IORZ1 *LYHQ WKDW RQH H[FKDQJH LV WKXV W\SLFDOO\ HLWKHU WKH

VROH RU WKH GRPLQDQW IRUXP IRU WKH WUDGLQJ LQ D SDUWLFXODU DVVHW/ LW WKXV DOVR EHFRPHV WKH VROH RU WKH

GRPLQDQW VRXUFH RI SULFH DQG TXRWH LQIRUPDWLRQ DERXW WKH WUDGLQJ LQ WKH DVVHW1

7KDW DQ LQVWLWXWLRQ LV D PRQRSRO\ GRHV QRW/ KRZHYHU/ PHDQ WKDW PDUJLQDO FRVW SULFLQJ RI LWV

VHUYLFHV LV QHFHVVDULO\ WKH RSWLPDO RXWFRPH1 $OWKRXJK D SULPH UHDVRQ ZK\ H[FKDQJHV H[LVW DW DOO LV

WR HFRQRPLVH RQ WUDQVDFWLRQ FRVWV/47 WKH HVWDEOLVKPHQW DQG RSHUDWLRQ RI DQ H[FKDQJH DUH WKHPVHOYHV

FRVWO\ DFWLYLWLHV ZKLFK KDYH WR EH ILQDQFHG LQ VRPH PDQQHU1 7KH LPSRVLWLRQ RI PDUJLQDO FRVW

SULFLQJ/ ZKHQ PDUJLQDO FRVW LV HVVHQWLDOO\ ]HUR/ ZRXOG PHDQ WKDW WKH WRWDO UHYHQXHV ZKLFK DQ

H[FKDQJH UHFHLYHV ZRXOG QRW FRYHU LWV FRVWV1 ,Q D ILUVW0EHVW ZRUOG/ LQ ZKLFK DOO IRUPV RI WD[DWLRQ DUH
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DOORZHG/ LW LV W\SLFDOO\ DGYRFDWHG WKDW D SURGXFHU ZLWK D ]HUR PDUJLQDO FRVW RI SURGXFWLRQ/ VKRXOG

VWLOO VHW WKH SULFH IRU WKH JRRG LW LV VHOOLQJ DW WKH PDUJLQDO FRVW RI SURGXFLQJ LW/ EXW WKDW WKH UHVXOWLQJ

GHILFLW VKRXOG EH ILQDQFHG E\ FKDUJLQJ FRQVXPHUV VRPH IRUP RI OXPS0VXP IHH RU WD[148 6XFK IHHV

DUH ³QRQ0GLVWRUWLRQDU\´ LQ WKDW WKH\ GR QRW DIIHFW WKH PDUJLQDO FRVWV ZKLFK FRQVXPHUV IDFH/ DQG

WKHUHIRUH VWLOO DOORZ IRU WKH SRVVLELOLW\ RI DFKLHYLQJ DQ HIILFLHQW RXWFRPH1

,Q PRVW FRQWH[WV/ KRZHYHU/ WKH LGHD RI FKDUJLQJ D OXPS0VXP IHH DQG PDUJLQDO FRVW SULFLQJ WR

VXSSRUW WKH RSHUDWLRQV RI DQ H[FKDQJH ZRXOG EH XQDFFHSWDEOH/ VR VRPH RWKHU IRUP RI ILQDQFLQJ IRU

WKH H[FKDQJH PXVW WKHUHIRUH EH IRXQG1 ,Q VXFK D VHFRQG0EHVW ZRUOG/ WKH EHVW RXWFRPH LQ WHUPV RI

RXWSXW SURGXFHG DQG SULFH FKDUJHG PD\ QRW EH FORVH WR WKDW REWDLQLQJ LQ WKH ILUVW0EHVW ZRUOG1 2QH

ZD\ RI DVNLQJ WKH TXHVWLRQ RI ZKDW SULFH DQ H[FKDQJH VKRXOG FKDUJH LV WR YLHZ WKH H[FKDQJH DV D

SXEOLF XWLOLW\/ DQG WR UHTXLUH LW WR PD[LPL]H VRFLDO ZHOIDUH/ VXEMHFW WR WKH FRQVWUDLQW WKDW LW QRW

RSHUDWH ZLWK D GHILFLW1

8QGHU WKHVH FLUFXPVWDQFHV/ WKH SULFH WKH H[FKDQJH VKRXOG FKDUJH LV LQYHUVHO\ UHODWHG WR WKH

HODVWLFLW\ RI GHPDQG IRU LQIRUPDWLRQ1 7KH H[WHQW WR ZKLFK WKH H[FKDQJH VKRXOG VHW LWV SULFH DERYH

PDUJLQDO FRVW GHSHQGV RQ WKH EXGJHW FRQVWUDLQW/ QDPHO\ RQ WKH DPRXQW RI ORVVHV LW ZRXOG LQFXU LI LW

GLG SULFH WKH LQIRUPDWLRQ DW PDUJLQDO FRVW/ DQG RQ WKH H[WHQW WR ZKLFK WKHVH ORVVHV FRXOG EH ILQDQFHG

E\ OXPS0VXP FKDUJHV1 :KHQ WKH FRQVWUDLQW LV QRQ0ELQGLQJ/ LQ SDUWLFXODU ZKHQ OXPS0VXP IHHV PD\

EH FKDUJHG/ WKH SULFH VKRXOG EH VHW DW PDUJLQDO FRVW WR DFKLHYH WKH ILUVW0EHVW RXWFRPH1 ,I WKH UHTXLUHG

SURILW DSSURDFKHV WKH PD[LPXP SRVVLEOH LQ RUGHU WR ILQDQFH D ODUJH ORVV/ DQG QR OXPS0VXP FKDUJHV

DUH DOORZHG/ WKH SULFH WKH FRQVWUDLQHG SURGXFHU VKRXOG FKDUJH DSSURDFKHV WKH SULFH WKDW WKH

PRQRSROLVW ZLOO FKDUJH1 7KLV LV WKH PRQRSROLVWLF SURILW0PD[LPLVLQJ RXWFRPH/ ZKHQ PDUJLQDO

UHYHQXH HTXDOV PDUJLQDO FRVW1

,W LV LPSRUWDQW WR QRWH WKDW LW LV QRW VXJJHVWHG KHUH WKDW WKH DERYH DSSURDFK VKRXOG EH DGRSWHG

DV WKH EHVW ZD\ RI GHWHUPLQLQJ ZRXOG EH D IDLU DQG UHDVRQDEOH SULFH IRU D VHFXULWLHV H[FKDQJH WR

FKDUJH IRU LWV TXRWH DQG WUDGH GDWD1 7KH DLP KHUH LV PXFK OHVV DPELWLRXV/ EXW VWLOO UDGLFDO HQRXJK

JLYHQ FXUUHQW UHJXODWRU\ EHOLHIV1 ,W LV VLPSO\ WR VKRZ WKDW D UHJXODWRU\ DSSURDFK DGYRFDWLQJ PDUJLQDO

FRVW SULFLQJ E\ LWVHOI IRU WKH GLVVHPLQDWLRQ RI VHFXULWLHV H[FKDQJHV¶ GDWD ZLOO QRW EH HLWKHU

VXVWDLQDEOH RU RSWLPDO1

7KH PRVW UHFHQW RIILFLDO UHFRJQLWLRQ RI WKH GLIILFXOWLHV DULVLQJ IURP WKH RZQHUVKLS RI TXRWH

DQG WUDGH GDWD KDV EHHQ LQ WKH 861 )ROORZLQJ PDUNHW FRQFHUQ DERXW D UDQJH RI LVVXHV UHODWLQJ WR GDWD

GLVVHPLQDWLRQ/ WKH SUHYLRXV &KDLUPDQ RI WKH 6(& FRQYHQHG DQ $GYLVRU\ &RPPLWWHH RQ 0DUNHW

,QIRUPDWLRQ LQ 5333/ WR UHYLHZ WKH IROORZLQJ EURDG LVVXHV=

+4, WKH YDOXH RI WUDQVSDUHQF\ WR WKH PDUNHWV> +5, WKH LPSDFW RI
GHFLPDOL]DWLRQ DQG HOHFWURQLF TXRWH JHQHUDWLRQ RQ PDUNHW WUDQVSDUHQF\> +6,
WKH PHULWV RI FRQVROLGDWHG PDUNHW LQIRUPDWLRQ> +7, DOWHUQDWLYH PRGHOV IRU
FROOHFWLQJ DQG GLVWULEXWLQJ PDUNHW LQIRUPDWLRQ> +8, KRZ PDUNHW GDWD IHHV
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VKRXOG EH GHWHUPLQHG DQG HYDOXDWHG> DQG +9, SUDFWLFDO PDWWHUV UHODWLQJ WR WKH
MRLQW PDUNHW LQIRUPDWLRQ SODQV/ VXFK DV DSSURSULDWH JRYHUQDQFH VWUXFWXUHV
DQG LVVXHV UHODWLQJ WR SODQ DGPLQLVWUDWLRQ DQG RYHUVLJKW149

7KH &RPPLWWHH ZDV DOVR FRQYHQHG/ LQ SDUW/ WR UHVSRQG WR DQ HDUOLHU 6(& FRQFHSW UHOHDVH

ZKLFK SURSRVHG WKDW WKH &RPPLVVLRQ DGRSW D ³IOH[LEOH/ FRVW0EDVHG DSSURDFK´ IRU HYDOXDWLQJ

ZKHWKHU PDUNHW LQIRUPDWLRQ IHHV DQG UHYHQXHV DUH IDLU DQG UHDVRQDEOH14:

7KH FRQFOXVLRQV RI WKH $GYLVRU\ &RPPLWWHH DUH QRWHZRUWK\/ DV PXFK DV IRU ZKDW WKH\ GLG

QRW VD\/ DV IRU ZKDW WKH\ GLG1 7KH &RPPLWWHH ILUVW VWURQJO\ UHMHFWHG WKH DUJXPHQWV IRU WKH

&RPPLVVLRQ¶V SURSRVHG IOH[LEOH FRVW0EDVHG DSSURDFK/ YLHZLQJ LW HVVHQWLDOO\ DV D ³UDWHPDNLQJ´

DSSURDFK/ ZKLFK ZDV ³XQZLVH DQG/ XOWLPDWHO\/ ZRXOG SURYH XQZRUNDEOH´1 6XFK D ³SXEOLF XWLOLW\´

FRVW0EDVHG UDWHPDNLQJ DSSURDFK ZDV WKRXJKW WR EH UHVRXUFH0LQWHQVLYH/ WR LQYROYH DUELWUDU\

MXGJPHQWV RQ DSSURSULDWH FRVWV/ DQG WR FUHDWH GLVWRUWLYH HFRQRPLF LQFHQWLYHV1

7KH &RPPLWWHH DOVR FRQVLGHUHG RQH RWKHU SULFLQJ PRGHO IRU TXRWH DQG WUDGH GDWD/ ZKLFK LW

WHUPHG D ³PRVW IDYRUHG QDWLRQ´ VWUXFWXUH1 8QGHU WKLV PRGHO/ H[FKDQJHV ZRXOG EH UHTXLUHG WR PDNH

WKHLU ³FRUH´ GDWD DYDLODEOH WR DQ\ SHUVRQ RU HQWLW\ IRU WKH VDPH SULFH1 7KH IHHV ZRXOG EH HQWHUSULVH0

EDVHG/ ZKRHYHU WKH EX\HU ZDV RU ZKDWHYHU WKHLU EXVLQHVV PRGHO/ DQG WKHUH ZRXOG EH QR UHVWULFWLRQV

RQ UHGLVWULEXWLQJ WKH GDWD1 7KH $GYLVRU\ &RPPLWWHH GLG QRW UHDFK D FRQVHQVXV DERXW WKLV SULFLQJ

PRGHO1 ,W GLG ILQG/ KRZHYHU/ WKDW DOWHULQJ PDUNHW GDWD SULFLQJ ZRXOG EH OLNHO\ WR EHQHILW RQH XVHU

JURXS DW WKH H[SHQVH RI DQRWKHU/ DQG LQ SDUWLFXODU WKDW D VWULFW RQH0IHH0ILWV0DOO VWUXFWXUH ZRXOG WHQG WR

EHQHILW ODUJH XVHUV DW WKH H[SHQVH RI VPDOOHU RQHV/ ZKLFK WKH &RPPLWWHH VDLG FRXOG OHDG WR

VRPHWKLQJ DNLQ WR PRQRSVRQ\ SULFLQJ1 $FFRUGLQJO\/ WKH &RPPLWWHH GLG QRW UHFRPPHQG DGRSWLRQ RI

WKLV DSSURDFK1

$W ILUVW VLJKW/ WKH PRVW VXUSULVLQJ DVSHFW RI WKH &RPPLWWHH¶V FRQFOXVLRQV ZDV WKDW WKH\

FRQWDLQHG QR VSHFLILF UHFRPPHQGDWLRQV IRU FKDQJLQJ WKH ZD\ LQ ZKLFK WKH 6(& GHWHUPLQHG DQG

HYDOXDWHG PDUNHW LQIRUPDWLRQ IHHV14; 7KLV ZDV GHVSLWH WKH IDFW WKDW WKH &RPPLWWHH ZDV FKDUJHG ZLWK

H[DPLQLQJ SUHFLVHO\ WKLV LVVXH/ GHVSLWH WKH IDFW WKDW LW H[SUHVVO\ GLVDJUHHG ZLWK WKH &RPPLVVLRQ¶V

FRQFHSW UHOHDVH IRU KRZ GDWD IHHV VKRXOG EH GHWHUPLQHG DQG HYDOXDWHG/ DQG PRVW LPSRUWDQWO\ GHVSLWH

WKH ODFN RI D VDWLVIDFWRU\ DSSURDFK LQ XVH E\ WKH 6(&1 2Q GXH FRQVLGHUDWLRQ/ KRZHYHU/ WKH LQDELOLW\

RI WKH &RPPLWWHH WR GHOLYHU D FRQVHQVXV RQ DQ DSSURSULDWH SULFLQJ PRGHO IRU TXRWH DQG WUDGH GDWD LV

SUREDEO\ EHVW YLHZHG DV D IRUHWDVWH RI WKH IXWXUH OHJDO DQG UHJXODWRU\ EDWWOHV WR FRPH1

61 ,QGXVWU\

7KH IXWXUH RI WKUHH DVSHFWV RI WKH LQGXVWULDO VWUXFWXUH RI VHFXULWLHV H[FKDQJHV DUH H[DPLQHG

KHUH= WKH HYROXWLRQ RI FRPSHWLWLRQ LQ WKH PDUNHW IRU H[FKDQJHV/ WKH SRVVLELOLW\ RI OLQNDJHV EHWZHHQ

H[FKDQJHV/ DQG WKH H[WHQW WR ZKLFK VHFXULWLHV H[FKDQJHV ZLOO VHHN WR RIIHU FOHDULQJ VHUYLFHV LQ

DGGLWLRQ WR SURYLGLQJ WUDGLQJ V\VWHPV1
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3UHGLFWLRQ 8= $ )HZ ([FKDQJHV ZLOO 'RPLQDWH 7UDGLQJ1

7KLV LV WKH HDVLHVW RI DOO SUHGLFWLRQV WR PDNH/ DV LW LV DOUHDG\ WKH FDVH14< 7KH GRPLQDWLRQ RI

WUDGLQJ E\ D IHZ VHFXULWLHV H[FKDQJHV ZLOO EHFRPH PRUH SURQRXQFHG RYHU WKH QH[W IHZ \HDUV/

KRZHYHU/ DQG ZLOO DOVR KDYH VRPH LPSOLFDWLRQV ZKLFK KDYH QRW \HW EHHQ IXOO\ XQGHUVWRRG1

7KH UHDVRQ IRU WKH GRPLQDWLRQ RI D IHZ VHFXULWLHV H[FKDQJHV LV WKH QRZ ZLGHO\ UHFRJQLVHG

SRVLWLYH QHWZRUN H[WHUQDOLW\ DVVRFLDWHG ZLWK RUGHU H[HFXWLRQ1 $ SRVLWLYH QHWZRUN H[WHUQDOLW\ LV DQ

DGYDQWDJH WKDW D QHWZRUN KDV RYHU SRWHQWLDO FRPSHWLWRUV/ DQG DOVR D EHQHILW WKDW DFFUXHV WR WKH XVHUV

RI VXFK D QHWZRUN/ ZKLFK LV GHSHQGHQW RQ WKH IDFW WKDW RWKHU SDUWLFLSDQWV DUH DOUHDG\ XVLQJ WKH VDPH

QHWZRUN153 $ QHWZRUN H[WHUQDOLW\ DULVHV LQ WKH SURYLVLRQ RI DQ RUGHU H[HFXWLRQ IDFLOLW\/ EHFDXVH WKH

OLNHOLKRRG RI D WUDGHU UHFHLYLQJ DQ H[HFXWLRQ RI KLV RUGHU RQ D WUDGLQJ V\VWHP LV KLJKHU LI RWKHU

WUDGHUV DOUHDG\ VHQG WKHLU RUGHUV WR WKH WUDGLQJ V\VWHP1 $ WUDGLQJ V\VWHP ZLWK D ODUJH QXPEHU RI

RUGHUV ZLOO KDYH DQ DGYDQWDJH RYHU DQ\ QHZ FRPSHWLQJ V\VWHPV WR ZKLFK RQO\ D UHODWLYHO\ VPDOO

QXPEHU RI RUGHUV DUH VXEPLWWHG1 2UGHU IORZ WKXV DWWUDFWV RUGHU IORZ/ DQG OLTXLGLW\ DWWUDFWV OLTXLGLW\1

$ FDULFDWXUH KLVWRU\ RI WKH HYROXWLRQ RI FRPSHWLWLRQ EHWZHHQ VHFXULWLHV H[FKDQJHV LQ (XURSH

LOOXVWUDWHV D UDQJH RI WKHPHV ZKLFK ZLOO EH LPSRUWDQW PRUH JHQHUDOO\ IRU WKH IXWXUH VWUXFWXUH RI WKH

H[FKDQJHV LQGXVWU\1 $OWKRXJK LW LV ZLGHO\ GHEDWHG/ WKH ILUVW VWLUULQJV RI OLIH LQ WKH H[FKDQJH PDUNHW

DUH QRUPDOO\ WKRXJKW WR KDYH RFFXUUHG LQ $PVWHUGDP/ ZKHUH WKH VWRFN H[FKDQJH ZDV IRXQGHG LQ

49351:KHUHYHU WKH ILUVW H[FKDQJH ZDV FUHDWHG/ KRZHYHU/ WKH SRSXODWLRQ RI H[FKDQJHV KDV IROORZHG

WKH VWDQGDUG F\FOH IRU DQ\ QHZ VSHFLHV1

&\FOLFDO SHULRGV RI RYHU0DEXQGDQFH DQG JURZWK LQ WKHLU QXPEHU KDYH EHHQ VXFFHHGHG E\

SHULRGV RI IDPLQH DQG FRQWUDFWLRQ/ DQG WKHQ VXSHUVHGHG RQFH DJDLQ E\ RYHU0DEXQGDQFH1 7KH RULJLQDO

H[FKDQJHV DURVH RUJDQLFDOO\ DV D ZD\ RI UHGXFLQJ WKH FRVWV RI WUDGH LQ D UHJLRQ/ DQG WR WKLV GD\ WKDW

UHPDLQV WKHLU SULPDU\ IXQFWLRQ1 )RU PDQ\ WKH WUDQVSRUWDWLRQ DQG FRPPXQLFDWLRQ FRVWV RI UHDFKLQJ

WKHVH QHZO\0ERUQ HQWLWLHV ZHUH TXLFNO\ VHHQ WR EH H[FHVVLYH/ DQG VRRQ WKH QHLJKERXULQJ UHJLRQV

ZHUH UHDULQJ WKHLU RZQ WDPH OLWWOH PDUNHWV1 7KHQ/ MXVW ZKHQ ORWV RI FRXQWULHV FRXOG VWDUW WR ERDVW D

FRORQ\ RI LQGLJHQRXV H[FKDQJHV/ WKH FRVWV RI RUGHU0URXWLQJ DQG LQIRUPDWLRQ GLVVHPLQDWLRQ GURSSHG

VXEVWDQWLDOO\ ZLWK WKH LQWURGXFWLRQ RI WKH DPD]LQJ QHZ WHFKQRORJLHV RI WKH GD\ 0 WKH WHOHSKRQH/

WHOHJUDSK DQG WLFNHU0WDSH1 9HU\ UDSLGO\/ PRVW RI WKH UHJLRQDO H[FKDQJHV ZHUH VODXJKWHUHG WR IHHG WKH

GRPLQDQW QDWLRQDO H[FKDQJH1

7KH F\FOH LV QRZ UHSHDWLQJ LWVHOI1 )RU \HDUV LQ (XURSH/ WKH QDWLRQDO H[FKDQJHV JUHZ IDW DQG

KDSS\ ZLWKRXW DQ\ FRPSHWLWLRQ1 7KHQ/ LQ D ERXW RI FRPSXWHULVDWLRQ LQ WKH PLG 4<;3¶V/ WKH /6( JRW

DPELWLRQV EH\RQG LWV GRPHVWLF WXUI1 ,Q D ILW RI WHUULWRULDO H[SDQVLRQLVP/ LW WRRN RQ WKH &RQWLQHQWDO

ERXUVHV1 7KDW LW ZDV DW ILUVW H[WUHPHO\ VXFFHVVIXO LQ JX]]OLQJ WKHLU OLTXLGLW\/ DQG WKHQ VXEVHTXHQWO\

IRXQG WKLV YHU\ VDPH HOL[LU RI WUDGLQJ EHLQJ VXFNHG EDFN WR WKH GRPHVWLF ERXUVHV IURP ZKLFK LW KDG

OHDNHG/ ZDV LUUHOHYDQW WR WKH ILQDO RXWFRPH1 7KH ILJKW ZDV RQ DJDLQ/ DQG WKH FRQVROLGDWLRQ RYHU WLPH
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RI WKH QDWLRQDO H[FKDQJHV KDG EHFRPH LQHYLWDEOH1

:KDW ZDV LQLWLDOO\ SHUFHLYHG DV D EDWWOH EHWZHHQ ULYDOV RI WKH VDPH JHQXV/ KRZHYHU/ EHFDPH

PXFK PRUH FRPSOLFDWHG ZLWK WKH ELUWK RI WKH 02167(5V +0DUNHW 2ULHQWHG 1HZ 6\VWHPV IRU

7HUULI\LQJ ([FKDQJHV DQG 5HJXODWRUV,1 7KH GHYHORSPHQW RI WKH ILUVW RI WKHVH WUDGLQJ V\VWHPV/

,QVWLQHW/ FUHDWHG D QLPEOH0IRRWHG EHDVW WKDW FRXOG GDQFH EHWZHHQ WKH LQHIILFLHQFLHV RI WKH $PHULFDQ

DQG (XURSHDQ H[FKDQJHV1 $OWKRXJK ,QVWLQHW SDLQWHG LWVHOI HSRQ\PRXVO\ DV D QHWZRUN IRU LQVWLWXWLRQV

+L1H1 LQYHVWRUV,/ LWV SULPH EUHDG DQG EXWWHU ZDV DOZD\V WKH LQWHU0GHDOHU EXVLQHVV1 )RU GHFDGHV/ ,QVWLQHW

IDFHG QR SUHGDWRUV LQ WKLV IRRG FKDLQ/ DQG SURVSHUHG DFFRUGLQJO\1 7KHQ/ VXGGHQO\/ ZLWK WKH

LQWURGXFWLRQ RI WKH DPD]LQJ QHZ WHFKQRORJLHV RI WKH GD\ ± IXUWKHU FRPSXWHULVDWLRQ DQG WKH LQWHUQHW

± D YHULWDEOH PHQDJHULH RI DFURQ\PLF 02167(5V HYROYHG WR ILJKW HDFK RWKHU DQG DOVR WKH

H[FKDQJHV1

,Q RUGHU WR XQGHUVWDQG WKH ZKROH/ \RX KDYH WR XQGHUVWDQG WKH SDUWV1 $QG WKH NH\ HOHPHQWV

WKDW PDNH XS VHFXULWLHV H[FKDQJHV DUH WKH 6 ,¶V= ,VVXHUV/ ,QYHVWRUV/ DQG ,QWHUPHGLDULHV1 3UHYLRXVO\

HDFK RI WKHVH FDWHJRULHV RI PDUNHW SDUWLFLSDQWV KDG D ZHOO GHILQHG QDWXUH/ XQGHUWRRN FOHDUO\

VSHFLILHG IXQFWLRQV/ DQG KDG ZHOO GHILQHG UHODWLRQVKLSV ZLWK HDFK RWKHU1 )XUWKHUPRUH/ DQG FULWLFDOO\/

H[FKDQJHV SURYLGHG D IRUXP IRU WKH WKUHH FRPSRQHQWV RI WKH PDUNHW WR GHDO ZLWK HDFK RWKHU1 ,VVXHUV

LVVXHG VWRFN YLD ,QWHUPHGLDULHV1 ,QYHVWRUV ERXJKW VWRFN YLD ,QWHUPHGLDULHV1 ,QWHUPHGLDULHV WUDGHG RQ

([FKDQJHV1

8QIRUWXQDWHO\ WKH 02167(5V LUUHYHUVLEO\ PXGGLHG WKH JHQH SRRO1 ³8QWLO UHFHQWO\ WKH JUHDW

PDMRULW\ RI QDWXUDOLVWV EHOLHYHG WKDW VSHFLHV ZHUH LPPXWDEOH SURGXFWLRQV/ DQG KDG EHHQ VHSDUDWHO\

FUHDWHG1´54 8QOLNH SUHYLRXV F\FOHV LQ WKH SRSXODWLRQ JURZWK RI H[FKDQJHV/ KRZHYHU/ JHQHWLF

PRGLILFDWLRQ PHDQW WKDW LQWHU0FDWHJRU\ EUHHGLQJ EHFDPH ULIH/ DQG VSHFLHV SXULW\ ZDV QR PRUH1

,QWHUPHGLDULHV ERXJKW 02167(5V LQ WKH YDLQ KRSH RI PDLQWDLQLQJ WKHLU IUDQFKLVH1

,QWHUPHGLDULHV EUHG 02167(5V XVLQJ VHOI0FUHDWHG LQFXEDWRUV WR WU\ WR FUHDWH %5% H[FKDQJHV1 $V D

ODVW UHVRUW ,QWHUPHGLDULHV HYHQ EHFDPH 02167(5V/ LQ DQ DFW RI FDQQLEDOLVP/ VR DV WR

GLVLQWHUPHGLDWH WKHPVHOYHV UDWKHU WKDQ EH FRQVXPHG E\ RWKHUV1 ,QYHVWRUV ERXJKW 02167(5V LQ WKH

KRSH RI PDLQWDLQLQJ WKHLU LQIOXHQFH RQ WKH PDUNHWV1 ,QYHVWRUV XVHG 02167(5V WR GLVLQWHUPHGLDWH

WKH H[FKDQJHV1 ,QYHVWRUV EHFDPH 02167(5V WR GLVLQWHUPHGLDWH WKH ,QWHUPHGLDULHV1 (YHQ WKH

,VVXHUV XVHG 02167(5V WR VHHN FDSLWDO VXVWLQHQFH GLUHFWO\ IURP ,QYHVWRUV/ DQG WKXV E\SDVV WKH

,QWHUPHGLDULHV DQG H[FKDQJHV1

'HVSLWH WKH FUHDWLRQ RI DOO WKHVH QHZ WUDGLQJ V\VWHPV/ KRZHYHU/ QR VLQJOH QDWLRQDO H[FKDQJH

KDV \HW EHHQ VXSSODQWHG E\ D QHZ WUDGLQJ V\VWHP ± ZKDWHYHU WKH\ DUH FDOOHG/ DQG ZKRPHYHU RZQV RU

RSHUDWHV WKHP1

7KH DERYH IDEOH LOOXVWUDWHV VHYHUDO LPSRUWDQW HFRQRPLF DVSHFWV RI WKH LQGXVWU\ IRU VHFXULWLHV
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H[FKDQJHV1 )LUVW/ WKH VWUXFWXUH RI WKH LQGXVWU\ LQ (XURSH KDV QRW EHHQ FRQVWDQW1 $W WKH PRVW

VLPSOLVWLF OHYHO/ LW VWDUWHG RII DV D PRQRSRO\ +ZLWK D VLQJOH PXQLFLSDO H[FKDQJH,/ VZXQJ WR D PRUH

FRPSHWLWLYH HQYLURQPHQW +ZLWK FRPSHWLQJ PXQLFLSDO H[FKDQJHV LQ WKH VDPH FRXQWU\,/ UHWXUQHG WR D

PRQRSRO\ +ZLWK D VLQJOH FRQVROLGDWHG QDWLRQDO H[FKDQJH,/ EHFDPH PRUH FRPSHWLWLYH +ZLWK

FRPSHWLQJ QDWLRQDO H[FKDQJHV DQG RWKHU W\SHV RI WUDGLQJ V\VWHPV,/ DQG LV QRZ EHFRPLQJ PRUH

FRQVROLGDWHG DQG PRQRSROLVWLF DJDLQ +ZLWK SRWHQWLDOO\ MXVW RQH RU D IHZ (XURSHDQ H[FKDQJHV,1 $

VLPLODU FDULFDWXUH FDQ DOVR EH DSSOLHG WR WKH KLVWRU\ RI WKH 86 H[FKDQJHV155 7KH IDFW WKDW WKH LQGXVWU\

VWUXFWXUH LV FRQVROLGDWLQJ DJDLQ KDV DQ LPSRUWDQW LPSOLFDWLRQ IRU WKH RSWLPDO JRYHUQDQFH VWUXFWXUH RI

H[FKDQJHV/ DV GLVFXVVHG EHORZ1

6HFRQG/ WKH LQGXVWU\ FDQQRW EH ZHOO GHVFULEHG DV EHLQJ FRQWHVWDEOH1 2QH NH\ HOHPHQW RI D

FRQWHVWDEOH PDUNHW LV WKDW LI D QHZ HQWUDQW FRPHV LQWR WKH PDUNHW DQG RIIHU JRRGV RU VHUYLFHV +LQ WKLV

FDVH WKH VHUYLFH RI RUGHU H[HFXWLRQ, DW D PDUJLQDOO\ ORZHU SULFH WKDQ LQFXPEHQWV LQ WKH LQGXVWU\/

FXVWRPHUV ZLOO UHVSRQG TXLFNO\ WR SULFH FKDQJHV DQG VZLWFK WR WKH QHZ SURYLGHU1 $V WKHUH DUH QR

VZLWFKLQJ FRVWV/ QHZ HQWUDQWV FDQ WDNH DGYDQWDJH RI DERYH0FRPSHWLWLYH SURILWV RU LQHIILFLHQW FRVW

VWUXFWXUHV/ DQG ³KLW DQG UXQ HQWU\´ LV SRVVLEOH1

,Q WKH PDUNHW IRU VHFXULWLHV H[FKDQJHV/ KRZHYHU/ LQFXPEHQWV DUH QRUPDOO\ QRW WKUHDWHQHG E\

QHZ HQWUDQWV1 $ WUDGLQJ V\VWHP WKDW DOUHDG\ DWWUDFWV D ODUJH DPRXQW RI RUGHUV ZLOO KDYH DQ DGYDQWDJH

RYHU DQ\ QHZ FRPSHWLQJ V\VWHPV1 (YHQ LI DOO LQYHVWRUV DSSUHFLDWHG WKDW D SDUWLFXODU QHZ V\VWHP

ZRXOG EH XQHTXLYRFDOO\ EHWWHU WKDQ WKH DOUHDG\0H[LVWLQJ RQH/ LI LW FRXOG DWWUDFW DOO WKH RUGHUV

FXUUHQWO\ IORZLQJ WR WKH LQFXPEHQW V\VWHP/ WKH QHZ V\VWHP PLJKW VWLOO QRW VXFFHHG LQ DWWUDFWLQJ

PXFK RUGHU IORZ1 :KLOH LW ZRXOG EH EHWWHU IRU WKH PDUNHW DV D ZKROH WR PRYH WR WKH QHZ V\VWHP/ LW

PLJKW VWLOO EH LQGLYLGXDOO\ UDWLRQDO IRU HDFK PDUNHW SDUWLFLSDQW WR VXEPLW KLV RUGHUV WR WKH ROG V\VWHP

XQWLO HYHU\ERG\ HOVH VXEPLWWHG WKHLU RUGHUV WR WKH QHZ V\VWHP1 7KLV LV SUHFLVHO\ EHFDXVH LW LV WR WKH

DOUHDG\0H[LVWLQJ V\VWHP WKDW RUGHU IORZ LV FXUUHQWO\ GLUHFWHG1

7KH IDFW WKDW WKH PDUNHW IRU VHFXULWLHV H[FKDQJHV LV QRW FRQWHVWDEOH KDV DQ LPSRUWDQW

UHJXODWRU\ LPSOLFDWLRQ1 ,Q FRQWHVWDEOH PDUNHWV/ WKHUH LV OLWWOH QHHG WR ZRUU\ DERXW DQWL0FRPSHWLWLYH

EHKDYLRXU RQ WKH SDUW RI LQFXPEHQWV LQ WKH LQGXVWU\1 $Q\ VXFK EHKDYLRXU ZLOO EH UDSLGO\ SXQLVKHG

E\ D QHZ HQWUDQW1 7KH NH\ JRDO RI WKH UHJXODWRUV RI VXFK PDUNHWV LV WR HQVXUH WKDW HQWU\ DQG H[LW

FRVWV/ WR DQG IURP/ VXFK PDUNHWV UHPDLQ ORZ1 (YHQ WKRXJK HQWU\ DQG H[LW FRVWV DUH QRZ ORZ LQ WKH

PDUNHW IRU VHFXULWLHV H[FKDQJHV/ DV WUDGLQJ V\VWHPV FDQ EH ERXJKW UHODWLYHO\ FKHDSO\ RII0WKH0VKHOI/

GRPLQDQW LQFXPEHQW VHFXULWLHV H[FKDQJHV VWLOO/ KRZHYHU/ KDYH PDQ\ ZD\V LQ ZKLFK WKH\ FDQ H[SORLW

WKHLU PRQRSROLVWLF SRVLWLRQV ZLWKRXW ZRUU\LQJ DERXW WKH DFWLYLWLHV RI QHZ HQWUDQWV1

$ WKLUG LPSOLFDWLRQ RI WKH DERYH KLVWRU\ WKDW PRQRSRO\/ DQG QRW IUDJPHQWDWLRQ/ ZLOO EH WKH

PDMRU UHJXODWRU\ SUREOHP FRQFHUQLQJ VHFXULWLHV H[FKDQJHV1 1RWZLWKVWDQGLQJ WKH DOPRVW XQLYHUVDO

DFFHSWDQFH RI WKH SURSRVLWLRQ WKDW VXFK H[FKDQJHV ZLOO FRQVROLGDWH/ WKH FODPRXU RI FRQFHUQ DERXW
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WKH H[LVWHQFH RI PXOWLSOH H[FKDQJHV DQG WUDGLQJ V\VWHPV UHPDLQV H[WUHPHO\ ORXG/ ERWK LQ (XURSH

DQG WKH 86156 7KLV IRFXV RI UHJXODWRU\ DWWHQWLRQ ZLOO SURYH WR EH PLVWDNHQ1

2QH IXUWKHU LPSRUWDQW DVSHFW RI WKH IXWXUH VWUXFWXUH RI WKH H[FKDQJHV LQGXVWU\ WKDW LV QRW

FDSWXUHG E\ WKH KLVWRU\ SUHVHQWHG DERYH LV QRWHG KHUH1 ,W LV WKDW LQ WKH IXWXUH/ DV LQ WKH SDVW/ WKH

QHWZRUN H[WHUQDOLW\ DVVRFLDWHG ZLWK DQ RUGHU H[HFXWLRQ IDFLOLW\ RU WUDGLQJ V\VWHP ZLOO EH SRZHUIXO/

EXW QRW DOO0SRZHUIXO1 7KH IDFW WKDW D QHZ V\VWHP LV PRUH DXWRPDWHG RU RSHUDWHV PRUH FKHDSO\ WKDQ

DQ H[LVWLQJ RQH ZLOO QRW QHFHVVDULO\ UHGXFH WKH QHWZRUN H[WHUQDOLW\ DYDLODEOH WR WKH ILUVW RQH1 7R

FRPSHWH VXFFHVVIXOO\ DJDLQVW DQ H[LVWLQJ QHWZRUN/ D QHZ WUDGLQJ V\VWHP KDV WR DWWUDFW QRW MXVW D IHZ

FOLHQWV/ EXW D ZKROH QHWZRUN RI FOLHQWV1 7KLV LV SRVVLEOH ± EXW RQO\/ W\SLFDOO\/ E\ ILQGLQJ D QHZ JURXS

RI FXVWRPHUV ZKR SUHYLRXVO\ KDG QR DFFHVV WR WKH PDUNHW/ RU E\ KDYLQJ VXFK DQ DPD]LQJ QHZ

WHFKQRORJ\ WKDW HYHU\ERG\ ZLVKHV WR VZLWFK WR LW DV VRRQ DV LW LV DYDLODEOH1 %RWK VWUDWHJLHV DUH

H[WUHPHO\ GLIILFXOW WR LPSOHPHQW1

3UHGLFWLRQ 9=0RVW ([FKDQJH /LQNDJHV ZLOO )DLO ± 8QOHVV WKH\ /HDG WR D 0HUJHU RU $FTXLVLWLRQ1

0DQ\ H[FKDQJHV WKUHDWHQHG E\ D IDOO LQ WUDGLQJ YROXPHV/ RU D GHFOLQH LQ WKH QXPEHU RI

FRPSDQLHV OLVWHG RQ WKHP/ KDYH VRXJKW WR VXUYLYH E\ OLQNLQJ ZLWK RWKHU H[FKDQJHV1 )HZ/ KRZHYHU/

KDYH EHHQ ZLOOLQJ WR VDFULILFH WKHLU LGHQWLW\ E\ PHUJLQJ ZLWK RWKHU H[FKDQJHV WR IRUP ODUJHU

FRPELQHG HQWLWLHV1 7KHUH DUH PDQ\ ZD\V LQ ZKLFK OLQNDJHV EHWZHHQ H[FKDQJHV PD\ ZRUN/ ZLWKRXW

DQ RXWULJKW PHUJHU1 $Q\ VXEVHW RI WKH YDULRXV IXQFWLRQV XQGHUWDNHQ E\ WKH FRRSHUDWLQJ H[FKDQJHV

FDQ EH VKDUHG/ LQFOXGLQJ WKHLU PDUNHWLQJ/ OLVWLQJ/ RUGHU URXWLQJ/ LQIRUPDWLRQ GLVVHPLQDWLRQ/ RUGHU

H[HFXWLRQ/ PDWFKLQJ/ FOHDULQJ/ VHWWOHPHQW/ DQG DGPLQLVWUDWLRQ VHUYLFHV1 6KDULQJ VWDQGDUGV +IRU

H[DPSOH RQ FRPPXQLFDWLRQV/ PHVVDJLQJ/ DQG WHFKQRORJ\, RU LQYHVWPHQWV/ DUH WZR LPSRUWDQW ZD\V

RI UHGXFLQJ FRVWV1 7KHUH DUH DOVR PDQ\ GLIIHUHQW FRQWUDFWXDO SURFHGXUHV E\ ZKLFK VKDUHG GHOLYHU\ RI

WKHVH VHUYLFHV FDQ EH LPSOHPHQWHG1 )RU H[DPSOH/ RQH H[FKDQJH FDQ SXUFKDVH VHUYLFHV IURP DQRWKHU

H[FKDQJH/ ERWK H[FKDQJHV PD\ DJUHH WR VXE0FRQWUDFW GHOLYHU\ WR D WKLUG SDUW\/ RU D MRLQW YHQWXUH PD\

EH HVWDEOLVKHG1

2I WKH PDQ\ DWWHPSWV DW FRRSHUDWLRQ EHWZHHQ H[FKDQJHV WKDW KDYH EHHQ SURSRVHG/ IHZ KDYH

EHHQ LPSOHPHQWHG/ KRZHYHU/ DQG RI WKRVH WKDW KDYH EHHQ UHDOL]HG/ PRVW KDYH IDLOHG1 7KLV ZLOO

FRQWLQXH WR EH WKH FDVH EHFDXVH RI D SUREOHP WKDW LV XQDYRLGDEOH LQ OLQNDJHV/ DV RSSRVHG WR PHUJHUV/

EHWZHHQ VHFXULWLHV H[FKDQJHV/ QDPHO\ WKH GLIILFXOW\ RI FUHDWLQJ FUHGLEOH FRQWUDFWXDO FRPPLWPHQWV

EHWZHHQ FRRSHUDWLQJ SDUWQHUV1 7R DFKLHYH WKLV/ QRW RQO\ GR VXFK DJUHHPHQWV KDYH WR EH LQLWLDOO\

EHQHILFLDO IRU WKH SDUWLFLSDQWV/ WKH\ KDYH WR FRQWLQXH WR EH VR HYHQ LQ D FKDQJLQJ HQYLURQPHQW1 ,I

PDWHULDO FLUFXPVWDQFHV YDU\/ DV RIWHQ RFFXUV/ RQH RU PRUH RI WKH SDUWLFLSDWLQJ H[FKDQJHV PD\ GHFLGH

WKDW WKH RULJLQDO FRQWUDFWXDO DJUHHPHQW LV QR ORQJHU DSSURSULDWH1 ,W LV QRUPDOO\ WKHQ KDUG IRU WKH

RWKHU SDUWLFLSDWLQJ RUJDQL]DWLRQV WR LQVLVW WKDW WKH GLVVHQWLQJ H[FKDQJH KRQRXU LWV RULJLQDO

DJUHHPHQW1 7KH FRVWV RI HQIRUFLQJ DQ\ VXFK FRQWUDFW DUH W\SLFDOO\ WRR KLJK WR ZDUUDQW DQ\ OHJDO



44

DWWHPSW WR GR VR/ SDUWLFXODUO\ LQ DQ LQWHUQDWLRQDO HQYLURQPHQW1 0RUH LPSRUWDQWO\/ KRZHYHU/ HYHQ LI D

SDUWLFLSDWLQJ H[FKDQJH FRXOG EH IRUFHG LQWR DQ DFWLRQ LW SHUFHLYHG DV XQIDYRXUDEOH/ LW LV IUHTXHQWO\

WKH WUDGHUV ZKR XVH RQH RI WKH FRRSHUDWLQJ H[FKDQJHV ZKR GR QRW VXSSRUW WKH OLQNDJH/ DQG WKH\

QRUPDOO\ FDQQRW EH FRPSHOOHG WR HPSOR\ LW1 7KHUH ZRXOG WKXV EH OLWWOH SRLQW LQ IRUFLQJ DQ XQZLOOLQJ

H[FKDQJH WR FRQWLQXH KRQRXULQJ LWV LQLWLDO SDUWLFLSDWLRQ DJUHHPHQW ZLWKRXW WKH DFWLYH VXSSRUW RI WKH

WUDGHUV XVLQJ WKH H[FKDQJH1

/LQNDJHV DUH QHYHU QHXWUDO LQ WHUPV RI WKHLU HIIHFWV RQ WKH YDULRXV SDWURQV RI WKH

SDUWLFLSDWLQJ H[FKDQJHV/ ZKHUH WKH WHUP SDWURQ LV XVHG LQ D YHU\ ZLGH VHQVH WR UHIHU WR DOO WKH PDQ\

W\SHV RI SDUWLFLSDQWV WKDW LQWHUDFW ZLWK DQ H[FKDQJH157 $V D UHVXOW/ RQH RU PRUH FRQVWLWXHQFLHV DW

H[FKDQJHV SRWHQWLDOO\ FRRSHUDWLQJ LQ D MRLQW LQLWLDWLYH IUHTXHQWO\ IHDU WKDW LW/ RU WKH\/ PD\ EH ZRUVH

RII LI VXFK D SURMHFW ZHUH HVWDEOLVKHG1 7KH JRYHUQDQFH VWUXFWXUHV RI WKH FROODERUDWLQJ H[FKDQJHV

GHWHUPLQH KRZ DQ\ EHQHILWV REWDLQHG E\ WKH VFKHPH ZLOO EH GLVWULEXWHG/ DQG ZKHWKHU WKRVH

FRQVWLWXHQFLHV ZKLFK EHOLHYH WKHLU LQWHUHVWV PLJKW EH KDUPHG KDYH WKH SRZHU WR FKDQJH RU REVWUXFW

LWV LPSOHPHQWDWLRQ1

7KH PRVW OLNHO\ ZD\ LQ ZKLFK LW LV SRVVLEOH WR DOLJQ IXOO\ WKH REMHFWLYHV RI DQ\ H[FKDQJHV

FRRSHUDWLQJ ZLWK HDFK RWKHU LV YLD D IXOO PHUJHU EHWZHHQ WKHP1 7KHUH DUH WZR NH\ DVSHFWV RI D IXOO

PHUJHU WKDW UHGXFH WHQVLRQ EHWZHHQ SDUWLFLSDWLQJ H[FKDQJHV1 7KH ILUVW LV WKDW WKH GLVWULEXWLRQ RI DQ\

JDLQV EHWZHHQ VXFK H[FKDQJHV EHFRPHV LUUHOHYDQW/ DV WKH\ DOO VKDUH LQ DQ\ VXFK JDLQV YLD WKHLU

HTXLW\ LQ WKH PHUJHG YHKLFOH1 &OHDUO\ WKH LQLWLDO WHUPV RI DQ\ VXFK PHUJHU GHWHUPLQH WKH IXWXUH

VKDUHV RI WKH JDLQV1 7KH VHFRQG EHQHILFLDO DWWULEXWH RI D PHUJHU LQ WKLV FRQWH[W LV WKDW WKH FUHGLELOLW\

RI DJUHHPHQWV EHWZHHQ HOHPHQWV RI D VLQJOH PHUJHG LQVWLWXWLRQ LV W\SLFDOO\ PXFK KLJKHU WKDQ FRXOG

REWDLQ ZLWK DQ\ FRQWUDFWXDO DJUHHPHQWV EHWZHHQ GLIIHUHQW LQVWLWXWLRQV1 7KLV LV EHFDXVH/ ZKLOH VWLOO

SRVVLEOH/ LW LV GLIILFXOW WR XQZLQG VXFK PHUJHUV1 ,W LV LPSRUWDQW WR VWUHVV/ KRZHYHU/ WKDW WKHUH DUH

PDQ\ RWKHU IDFWRUV WKDW FDQ DQG GR REVWUXFW WKH VXFFHVV RI PHUJHUV LQ JHQHUDO/ DQG RI PHUJHUV

EHWZHHQ VHFXULWLHV H[FKDQJHV LQ SDUWLFXODU/ LQFOXGLQJ OHJDO/ UHJXODWRU\/ SROLWLFDO DQG FXOWXUDO LVVXHV1

7KHVH GLIILFXOWLHV DUH QRW H[DPLQHG KHUH1

7KH DERYH GLVFXVVLRQ KLJKOLJKWV D GLIILFXOW WULOHPPD IDFLQJ PDQ\ VHFXULWLHV H[FKDQJHV ZKHQ

FRQVLGHULQJ WKHLU IXWXUH FRPPHUFLDO VWUDWHJ\158 7KH\ IDFH WKUHH EURDG RSWLRQV/ DOO WKUHH RI ZKLFK

KDYH PDMRU SUREOHPV1 7KH ILUVW LV WR DWWHPSW WR SURVSHU E\ WKHPVHOYHV ± D WDVN WKDW LV EHFRPLQJ

SURJUHVVLYHO\ KDUGHU JLYHQ WKH SDXFLW\ RI OLTXLG VKDUHV RQ PDQ\ VXFK PDUNHWV/ WKH WUHQG IRU WKHVH

VWRFNV WR EH WUDGHG RU OLVWHG RQ WKH ODUJHU PDUNHWV/ DQG WKH OLPLWHG H[WHQW WR ZKLFK UHJXODWRUV LQ WKH

ODUJHU MXULVGLFWLRQV/ ZLWK WKH PRVW FDSLWDO DYDLODEOH/ DOORZ VXFK H[FKDQJHV WR DFFHVV WKHLU PDUNHWV

GLUHFWO\1 7KH VHFRQG RSWLRQ LV WR WU\ WR EXLOG ODUJHU YLUWXDO PDUNHWV E\ HVWDEOLVKLQJ FURVV0ERUGHU

OLQNDJHV ZLWK RWKHU H[FKDQJHV ± EXW DV QRWHG DERYH/ VXFK OLQNDJHV IUHTXHQWO\ IDLO1 7KH ILQDO RSWLRQ

LV WR PHUJH ZLWK RWKHU H[FKDQJHV WR IRUP D ODUJHU/ W\SLFDOO\ UHJLRQDO/ DOWHUQDWLYH1 1RW RQO\ GRHV WKLV
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RI FRXUVH PHDQ WKDW WKH LGHQWLW\ RI WKH SDUWLFLSDWLQJ H[FKDQJHV PD\ GLVDSSHDU/ WKH GLIILFXOWLHV ERWK

RI DJUHHLQJ D PHUJHU/ DQG RI VXFFHVVIXOO\ LPSOHPHQWLQJ LW RQFH DJUHHG/ DUH KLJK159

3UHGLFWLRQ := 9HUWLFDO ,QWHJUDWLRQ E\ 6HFXULWLHV ([FKDQJHV LQWR &OHDULQJ ZLOO OHDG WR $QWL0

&RPSHWLWLYH %HKDYLRXU1

,Q (XURSH/ XQOLNH LQ WKH 86/ WKH LVVXH RI ZKHWKHU VHFXULWLHV H[FKDQJHV VKRXOG DOVR SURYLGH

FOHDULQJ VHUYLFHV/ KDV QRW EHHQ VHWWOHG DQG UHPDLQV DOVR KLJKO\ FRQWURYHUVLDO1 9DULRXV EHQHILWV KDYH

EHHQ SXW IRUZDUG LQ VXSSRUW RI YHUWLFDO LQWHJUDWLRQ EHWZHHQ DQ H[FKDQJH DQG D FHQWUDO FRXQWHU0SDUW\

+&&3,/ RU RSHUDWLQJ ZKDW KDV FRPH WR EH FDOOHG LQ (XURSH D ³YHUWLFDO VLOR´1 )LUVW/ YHUWLFDO LQWHJUDWLRQ

PD\ OHW D WUDGLQJ V\VWHP SODWIRUP EH GLUHFWO\ OLQNHG ZLWK D &&3/ VR WKDW WUDGHV FDQ EH HOHFWURQLFDOO\

PDWFKHG DQG URXWHG WR WKH &&3¶V FOHDULQJ V\VWHP1 6XFK VWUDLJKW0WKURXJK0SURFHVVLQJ UHGXFHV

RSHUDWLRQDO ULVNV E\ GHFUHDVLQJ WKH PDQXDO SURFHVVLQJ RI WUDGHV1 6HFRQG/ LI DQ H[FKDQJH RZQV D

&&3/ WKH H[FKDQJH PD\ EHQHILW E\ REWDLQLQJ D VRXUFH RI UHYHQXHV IURP WKH &&3 WKDW LV QRW GLUHFWO\

FRUUHODWHG ZLWK WKRVH DULVLQJ IURP RWKHU VRXUFHV DYDLODEOH WR WKH H[FKDQJH1 7KH FRPELQHG UHYHQXH

VWUHDPV PD\ EH OHVV YRODWLOH WKDQ WKH UHYHQXH IURP WKH H[FKDQJH¶V RWKHU EXVLQHVVHV1 7KLUG/ WKHUH

PD\ EH HFRQRPLHV RI VFRSH EHWZHHQ WKH GLIIHUHQW DFWLYLWLHV XQGHUWDNHQ E\ WKH H[FKDQJH DQG WKH

&&31 )RXUWK/ SURSRQHQWV RI WKH YHUWLFDO VLOR PRGHO PDLQWDLQ WKDW LW GRHV QRW UHGXFH FRPSHWLWLRQ/ EXW

UDWKHU OHWV H[FKDQJHV FRPSHWH E\ RIIHULQJ GLIIHUHQW IXOO VHUYLFH RSWLRQV1 0DUNHW SDUWLFLSDQWV FDQ

WKHUHE\ FRPSDUH WKH IXOO VHUYLFH RIIHULQJV RI YHUWLFDOO\ LQWHJUDWHG H[FKDQJHV +LQ WUDGLQJ DQG FOHDULQJ

WRJHWKHU,/ DQG WKHQ FKRRVH EHWZHHQ WKHVH YDULRXV IXOO VHUYLFH RSWLRQV1

1RWZLWKVWDQGLQJ WKH DERYH DUJXPHQWV/ LW LV SUHGLFWHG KHUH WKDW LI H[FKDQJHV GR RSHUDWH ERWK

WUDGLQJ V\VWHPV DQG &&3V/ WKHQ VRPH RI WKHLU EHKDYLRXU LV OLNHO\ WR EH DQWL0FRPSHWLWLYH1 7KLV

SUHGLFWLRQ LV EDVHG RQ WZR PDMRU FODLPV= ILUVW/ WKDW &&3V KDYH HOHPHQWV RI D QDWXUDO PRQRSRO\/ DQG

VHFRQG/ WKDW E\ RZQLQJ D &&3 DQ H[FKDQJH PD\ H[SORLW WKLV PRQRSRO\ WR LWV RZQ DGYDQWDJH LQ D

PDQQHU WKDW LQDSSURSULDWHO\ UHVWULFWV FRPSHWLWLRQ E\ RWKHU H[FKDQJHV DQG WUDGLQJ V\VWHPV1 7KH

GHPXWXDOL]DWLRQ RI H[FKDQJHV PHDQV WKDW WKH\ DUH PRUH OLNHO\ WKDQ EHIRUH WR VHHN WR WDNH DGYDQWDJH

RI DQ\ PRQRSROLVWLF SRZHU WKDW RZQLQJ D &&3 PLJKW JLYH WKHP/ FRPSDUHG WR WKH SUHYLRXV VLWXDWLRQ

ZKHUH ERWK H[FKDQJHV DQG &&3V ZHUH RSHUDWHG IRU WKH PRVW SDUW DV QRQ0SURILW PXWXDO

RUJDQL]DWLRQV1

$ &&3 RIWHQ KDV HOHPHQWV RI D QDWXUDO PRQRSRO\ EHFDXVH LW EHQHILWV IURP D SRVLWLYH QHWZRUN

H[WHUQDOLW\ ZKLFK PD\ DULVH IURP WZR VRXUFHV1 7KH ILUVW LV EHFDXVH WKH EHQHILWV RI QHWWLQJ ± RQH RI

WKH NH\ IXQFWLRQV SURYLGHG E\ D &&3 0 DUH GHSHQGHQW RQ WKH QXPEHU RI WUDGHUV XVLQJ WKH &&31 7KH

PRUH WUDGHUV WKDW XVH D &&3/ WKH PRUH WKDW QHWWLQJ LV OLNHO\ WR UHGXFH WKH QXPEHU DQG YROXPH RI

WUDGHV WKDW QHHG WR EH VHWWOHG1 2QFH D &&3 KDV EHHQ HVWDEOLVKHG LQ D PDUNHW WR GHOLYHU QHWWLQJ/ DOO

PDUNHW SDUWLFLSDQWV DUH WKHUHIRUH OLNHO\ WR FKRRVH WR XVH WKLV &&3 WR QHW WKHLU WUDGHV RYHU DQ\

SRWHQWLDO FRPSHWLWRU1 ,Q PRVW FLUFXPVWDQFHV/ LI SDUWLFLSDQWV DOUHDG\ QHW PRVW RI WKHLU WUDQVDFWLRQV
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WKURXJK D SDUWLFXODU &&3/ WKH EHQHILWV RI VHQGLQJ DGGLWLRQDO WUDQVDFWLRQV WR WKH VDPH &&3 LQ WHUPV

RI WKH UHGXFWLRQV LQ VHWWOHPHQW LQVWUXFWLRQV DQG YROXPHV DUH OLNHO\ WR EH JUHDWHU WKDQ WKRVH

DFKLHYDEOH E\ QHWWLQJ WKH WUDQVDFWLRQV WKURXJK DQ\ DOWHUQDWLYH &&31

$ VHFRQG UHDVRQ ZK\ WKH RSHUDWLRQ RI D &&3 RIWHQ JLYHV ULVH WR D QHWZRUN H[WHUQDOLW\

FRQFHUQV WKH FROODWHUDO WKDW PDUNHW SDUWLFLSDQWV DUH W\SLFDOO\ UHTXLUHG WR SXW XS WR VXSSRUW WKHLU

WUDGLQJ DFWLYLW\ YLD D &&31 7KH PRUH DVVHWV WKDW DUH FOHDUHG WKURXJK D VLQJOH &&3/ DQG WKH PRUH WKLV

&&3 LV DEOH WR RIIVHW PDUJLQ SRVLWLRQV LQ RQH W\SH RI DVVHW DJDLQVW SRVLWLRQV LQ RWKHU W\SHV RI DVVHWV/

WKH ORZHU WKH DPRXQW RI FROODWHUDO WKDW LV OLNHO\ WR EH UHTXLUHG1 7KLV LV EHFDXVH WKH ULVN DVVRFLDWHG

ZLWK WKH FRPELQHG SRUWIROLR LV OLNHO\ WR EH OHVV WKDQ WKH VXP RI WKH ULVNV DVVRFLDWHG ZLWK HDFK RI WKH

LQGLYLGXDO SRVLWLRQV/ JLYHQ DQ\ FRUUHODWLRQV LQ WKH UHWXUQV RI WKH UHOHYDQW DVVHWV1 2QFH D &&3 VWDUWV

WR GRPLQDWH FOHDULQJ LQ RQH RU PRUH DVVHWV/ LW LV GLIILFXOW IRU QHZ FRPSHWLWRUV WR RIIHU PDUNHW

SDUWLFLSDQWV VLPLODU UHGXFWLRQV LQ FROODWHUDO IRU WKLV UDQJH RI DVVHWV/ ZKLOH VWLOO HPSOR\LQJ DSSURSULDWH

ULVN0PDQDJHPHQW SURFHGXUHV1

7KHUH DUH PDQ\ ZD\V LQ ZKLFK D VHFXULWLHV H[FKDQJH PD\ VHHN WR H[SORLW WKH PRQRSRO\

SRZHU RI D &&3/ LI LW RZQV RQH1 ,W PD\ VHHN WR FURVV0VXEVLGL]H LWV WUDGLQJ V\VWHP E\ XVLQJ WKH

SURILWV LW REWDLQV IURP LWV &&31 7KH SRVVLELOLW\ RI GRLQJ WKLV PD\ EH LQFUHDVHG E\ WKH GLIILFXOW\ RI

GLVWLQJXLVKLQJ WKH FRVWV RI FOHDULQJ IURP WKH FRVWV RI WUDGLQJ LQ D YHUWLFDO LQWHJUDWHG RUJDQL]DWLRQ15:

7KH DELOLW\ RI WUDGLQJ V\VWHPV ZLWKRXW DFFHVV WR VXFK FURVV0VXEVLGLHV WR FRPSHWH ZLWK DQ H[FKDQJH

VXSSRUWHG UHYHQXHV IURP D &&3 PD\ EH OLPLWHG1

$Q H[FKDQJH PD\ DOVR UHVWULFW DFFHVV WR LWV &&3 WR RWKHU FRPSHWLQJ WUDGLQJ V\VWHPV1 ,Q

RUGHU IRU QHWWLQJ WR EH YLDEOH LW LV QHFHVVDU\ WKDW SRVLWLRQV FDQ EH RII0VHW DJDLQVW HDFK RWKHU LQ D

FOHDULQJ0KRXVH/ RU EH IXQJLEOH ZLWK HDFK RWKHU1:LWKRXW VXFK IXQJLELOLW\/ QR QHWWLQJ LV SRVVLEOH1 7KH

H[WHQW WR ZKLFK PDUNHW SDUWLFLSDQWV ZLOO EH DEOH WR QHW DQ\ SRVLWLRQV WKH\ WDNH RQ GLIIHUHQW WUDGLQJ

V\VWHPV/ LV WKHUHIRUH GHSHQGHQW RQ ZKHWKHU WKHVH WUDGLQJ V\VWHPV KDYH DFFHVV WR WKH UHOHYDQW &&31

,I/ IRU H[DPSOH/ RQH H[FKDQJH RZQV WKH &&3 RQ ZKLFK PRVW FOHDULQJ LV GRQH/ DQG UHVWULFWV DFFHVV WR

WKLV &&3 E\ DQRWKHU FRPSHWLQJ H[FKDQJH/ PDUNHW SDUWLFLSDQWV ZLOO QRW EH DEOH WR QHW DQ\ WUDGHV WKH\

H[HFXWH RQ WKH VHFRQG H[FKDQJH WKURXJK WKH ILUVW H[FKDQJH¶V &&31 7KH DELOLW\ RI WKH VHFRQG

H[FKDQJH WR FRPSHWH ZLWK WKH ILUVW H[FKDQJH ZLOO WKHUHIRUH EH UHGXFHG1

71 *RYHUQDQFH

3UHGLFWLRQ ;= 'HPXWXDOLVDWLRQ ZLOO EH 1HLWKHU 1HFHVVDU\ 1RU 6XIILFLHQW IRU WKH 3URVSHULW\/ RU HYHQ

6XUYLYDO/ RI 6HFXULWLHV ([FKDQJHV1

7KH WUHQG WR GHPXWXDOL]H VHFXULWLHV H[FKDQJHV VWDUWHG LQ 4<<5 ZLWK WKH ³FRPSDQLVDWLRQ´ RI

WKH 6WRFNKROP 6WRFN ([FKDQJH15; 6LQFH WKHQ PDQ\ RWKHU H[FKDQJHV KDYH GHPXWXDOLVHG/ DQG PRVW RI

WKH UHVW QRZ KDYH SODQV WR GR VR15< $ NH\ JRDO RI GHPXWXDOL]LQJ D VHFXULWLHV H[FKDQJH LV WR HQKDQFH
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WKH H[FKDQJH¶V DELOLW\ WR UHDFW WR FRPSHWLWLRQ IURP RWKHU H[FKDQJHV DQG WUDGLQJ V\VWHPV1 $ ZLGH

UDQJH RI PHULWV RI GHPXWXDOL]DWLRQ IRU H[FKDQJHV KDYH EHHQ VXJJHVWHG163 0RVW LPSRUWDQWO\/

GHPXWXDOL]DWLRQ PD\ DOORZ D VHFXULWLHV H[FKDQJH WR EH PRUH UHVSRQVLYH WR WKH QHHGV RI LWV XVHUV DQG

FXVWRPHUV/ DQG SDUWLFXODUO\ LQYHVWRUV DQG LVVXHUV/ DQG WR UHGXFH WKH QHHG IRU WKH H[FKDQJH WR VDWLVI\

WKH LQWHUHVWV RI WKH ILQDQFLDO LQWHUPHGLDULHV ZKR ZHUH SUHYLRXVO\ LWV PHPEHUV DQG RZQHUV1 7KLV PD\

IDFLOLWDWH DQ H[FKDQJH JUDQWLQJ GLUHFW DFFHVV WR LWV WUDGLQJ V\VWHP WR PDUNHW SDUWLFLSDQWV RWKHU WKDQ

ILQDQFLDO LQWHUPHGLDULHV1

7KH FRVW0VDYLQJV WR LQYHVWRUV/ DQG LQGLUHFWO\ WR LVVXHUV/ RI KDYLQJ VXFK GLUHFW DFFHVV ZLWKRXW

DQ\ LQWHUPHGLDWLRQ FDQ EH FRQVLGHUDEOH164 $ QRQSURILW RU FRRSHUDWLYH H[FKDQJH ZKRVH PHPEHUV DUH

ILQDQFLDO LQWHUPHGLDULHV ZLOO EH ORDWK WR JUDQW DFFHVV WR LWV WUDGLQJ V\VWHP GLUHFWO\ WR LQYHVWRUV1 7R

GR VR ZRXOG GLVLQWHUPHGLDWH/ DQG WKHUHE\ LPSHULO WKH OLYHOLKRRG RI/ WKH PHPEHUV ZKRVH YHU\

ZHOIDUH WKH H[FKDQJH H[LVWHG WR VHUYH1 $ IRU0SURILW QRQ0PHPEHU0RZQHG V\VWHP/ RQ WKH RWKHU KDQG/

ZRXOG KDYH QR VXFK TXDOPV/ DV LW ZRXOG QRW KDYH WR VDWLVI\ WKH SUHIHUHQFHV RI WKH ILQDQFLDO

LQWHUPHGLDULHV WUDGLQJ RQ LWV V\VWHP1

0DQ\ RWKHU DQWLFLSDWHG EHQHILWV RI GHPXWXDOL]DWLRQ KDYH EHHQ LGHQWLILHG1 ,W PD\ DOORZ DQ

H[FKDQJH= 4, WR PRGHUQL]H LWV WHFKQRORJ\> 5, WR FUHDWH D YDOXDEOH FXUUHQF\ IRU VWUDWHJLF DOOLDQFHV DQG

DFTXLVLWLRQV> 6, WR REWDLQ D JRYHUQDQFH DQG PDQDJHPHQW VWUXFWXUH WKDW LV PRUH DJLOH/ IOH[LEOH/ DQG

VZLIW LQ LWV DELOLW\ WR UHVSRQG WR LQGXVWU\ DQG PDUNHW FRQGLWLRQV/ DQG WKDW LV QRW VXEMHFW WR

³FXPEHUVRPH GHFLVLRQ0PDNLQJ DQG VWUDWHJLF JULGORFN´>65 7, WR XQORFN PHPEHUV¶ HTXLW\/ DQG EX\ RXW

WKH YHVWHG LQWHUHVWV RI WUDGHUV> 8, WR DYRLG FRQFHQWUDWLRQ RI RZQHUVKLS SRZHU LQ D SDUWLFXODU JURXS RI

H[FKDQJH SDUWLFLSDQWV> 9, WR UHZDUG NH\ PDUNHW SDUWLFLSDQWV LQ HTXLW\/ WKXV JLYLQJ WKHP D ILQDQFLDO

LQFHQWLYH WR EULQJ EXVLQHVV WR WKH H[FKDQJH> :, WR FUHDWH D FDWDO\VW IRU SXUVXLQJ QHZ EXVLQHVV

VWUDWHJLHV> ;, WR SURYLGH ERWK D YDOXDWLRQ EHQFKPDUN DQG OLTXLGLW\ IRU LQYHVWRUV> <, WR REWDLQ DQ

LQLWLDO LQIXVLRQ RI FDSLWDO DQG WR JDLQ HDVLHU RQJRLQJ DFFHVV WR FDSLWDO> DQG/ 43, WR LPSURYH ILQDQFLDO

GHFLVLRQ0PDNLQJ/ E\ HQVXULQJ WKDW UHVRXUFHV DUH DOORFDWHG WR EXVLQHVV LQLWLDWLYHV DQG YHQWXUHV WKDW

HQKDQFH VKDUHKROGHU YDOXH1

$OWKRXJK LW LV EH\RQG WKH VFRSH RI WKLV DUWLFOH WR DQDO\]H LQ GHSWK WKH IXWXUH JRYHUQDQFH RI

VHFXULWLHV H[FKDQJHV/ VHYHUDO EULHI FRPPHQWV RQ WKLV WRSLF DUH PDGH KHUH166 $V WKH DERYH OLVW RI

SRWHQWLDO EHQHILWV RI GHPXWXDOL]DWLRQ LQGLFDWHV/ GHPXWXDOL]DWLRQ PD\ KDYH PDQ\ GLIIHUHQW HIIHFWV RQ

D VHFXULWLHV H[FKDQJH1 :KDW WKH OLVW GRHV QRW VKRZ LV WKDW PDQ\ RI WKH DQWLFLSDWHG EHQHILWV PD\ LQ

IDFW HLWKHU QRW PDWHULDOL]H/ RU PD\ EH REWDLQDEOH ZLWK D PXWXDO JRYHUQDQFH VWUXFWXUH1 ,W LV VXJJHVWHG

KHUH WKDW WKHUH LV QR SHUIHFW JRYHUQDQFH VWUXFWXUH IRU D VHFXULWLHV H[FKDQJH1 5DWKHU/ D FRVW0EHQHILW

DQDO\VLV QHHGV WR EH XQGHUWDNHQ IRU DQ\ VSHFLILF H[FKDQJH FRQVLGHULQJ VXFK D PRYH/ DQG WKLV

DQDO\VLV QHHGV WR WDNH DFFRXQW RI WKH LQGXVWULDO VWUXFWXUH LQ ZKLFK WKH H[FKDQJH RSHUDWHV1 ,I DQ

H[FKDQJH RSHUDWHV D PRQRSRO\/ WKHUH DUH VWURQJ PHULWV LQ LW EHLQJ RSHUDWHG RQ D PXWXDO EDVLV/ DV
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RXWOLQHG EHORZ1

7KH PHULWV RI GHPXWXDOL]DWLRQ IRU DQ H[FKDQJH LQ D GHYHORSLQJ PDUNHW DUH SDUWLFXODUO\

GHEDWDEOH1 6WHLO DUJXHV WKDW LQ VXFK FLUFXPVWDQFHV/ WKH FUHDWLRQ RI FRPPHUFLDO/ IRU0SURILW WUDGLQJ

V\VWHP RSHUDWRUV ³VKRXOG EH FRQVLGHUHG D SULRULW\´167 7KLV LV EHFDXVH WKH GHPXWXDOL]HG IRUP LV

EHOLHYHG WR ORZHU WUDGLQJ FRVWV IRU LQYHVWRUV VLJQLILFDQWO\/ DQG EHFDXVH WKH HVWDEOLVKPHQW RI D

PXWXDO H[FKDQJH LV WKRXJKW OLNHO\ WR HQWUHQFK WKH YHVWHG LQWHUHVWV RI EURNHUV LQ PDLQWDLQLQJ WKH

PXWXDO VWDWXV RI DQ H[FKDQJH VR DV WR EROVWHU WKHLU EXVLQHVV SRVLWLRQV1 :KLOH ERWK WKHVH DUJXPHQWV

DUH YDOLG/ WKH\ DUH QRW EHOLHYHG GHWHUPLQDWLYH/ HVSHFLDOO\ LQ D GHYHORSLQJ FRQWH[W/ IRU WZR UHDVRQV1

7KH ILUVW LV VLPSO\ WKDW LQ PDQ\ VXFK HFRQRPLHV WKH OHYHO RI ILQDQFLDO VRSKLVWLFDWLRQ LV YHU\ ORZ/ DV

LV WKH QXPEHU RI SDUWLFLSDQWV LQ WKH PDUNHW1 7KH VHFRQG LV WKDW WKH FUHDWLRQ RI DQ\ ILQDQFLDO

LQVWLWXWLRQV LQ D GHYHORSLQJ PDUNHW LV H[WUHPHO\ KDUG/ DQG WKH FUHDWLRQ RI LQYHVWRUV LV IUHTXHQWO\

PXFK KDUGHU WKDQ WKH FUHDWLRQ RI WKH EURNHUV1 $Q\ FRVW VDYLQJV WKDW D GHPXWXDOL]HG VWRFN H[FKDQJH

ZLWK GLUHFW LQYHVWRU DFFHVV PLJKW EULQJ DUH WKHUHIRUH EH OLNHO\ WR EH ORZ FRPSDUHG WR WKH EHQHILWV WKH

SUHVHQFH RI EURNHUV/ ZLWK RZQHUVKLS LQWHUHVWV LQ DQ H[FKDQJH/ PD\ \LHOG LQ DFWXDOO\ KHOSLQJ EULQJ

WKH PDUNHW LQWR H[LVWHQFH1 7KH TXHVWLRQ RI VHTXHQFLQJ RI GHYHORSPHQW RI FDSLWDO PDUNHWV LV/

KRZHYHU/ DGPLWWHGO\ ERWK FRQWURYHUVLDO/ DQG DQ DUHD ZKHUH OLWWOH UHVHDUFK KDV EHHQ XQGHUWDNHQ1

7ZR W\SHV RI HYLGHQFH ZLOO FRQILUP WKH SUHGLFWLRQ WKDW GHPXWXDOLVDWLRQ ZLOO EH QHLWKHU

QHFHVVDU\ QRU VXIILFLHQW IRU WKH SURVSHULW\/ RU HYHQ VXUYLYDO/ RI VHFXULWLHV H[FKDQJHV1 )LUVW/ WKH PRVW

VXFFHVVIXO H[FKDQJH LQ WKH ZRUOG ZLOO FRQWLQXH WR EH WKH 1HZ <RUN 6WRFN ([FKDQJH +1<6(,/ DQG

WKLV H[FKDQJH ZLOO QRW GHPXWXDOL]H ± IRU UHDVRQV GLVFXVVHG EHORZ1 6HFRQG/ VRPH RI WKH H[FKDQJHV

ZKLFK KDYH GHPXWXDOL]HG ZLOO QRW SURVSHU/ DQG LQGHHG VRPH RI WKHP ZLOO QRW VXUYLYH1 1RQH RI WKH

WKUHH VWUDWHJLF RSWLRQV RSHQ WR WKHP ZLOO EH UREXVW HQRXJK WR ZLWKVWDQG WKH GLIILFXOWLHV WKH\ IDFH1

3UHGLFWLRQ <= 'HPXWXDOLVHG ([FKDQJHV ZLOO UHTXLUH 6LJQLILFDQWO\ PRUH 5HJXODWLRQ WKDQ 0XWXDO

([FKDQJHV ± 1RW EHFDXVH RI WKH 'LIILFXOWLHV RI 6HOI05HJXODWLRQ/ EXW UDWKHU GXH WR /LNHO\ $QWL0

&RPSHWLWLYH %HKDYLRXU1

7KH ODUJH DPRXQW RI UHJXODWRU\ LQWHUHVW LQ WKH GHPXWXDOL]DWLRQ RI VHFXULWLHV H[FKDQJHV KDV

IRFXVHG WR GDWH RQ ZKHWKHU GHPXWXDOL]DWLRQ LV FRPSDWLEOH ZLWK VHOI0UHJXODWLRQ/ DQG LI VR KRZ VHOI0

UHJXODWLRQ VKRXOG EH FKDQJHG WR DGDSW WR WDNH DFFRXQW RI GHPXWXDOL]DWLRQ1 6RPH SHRSOH KDYH DUJXHG

WKDW WKH HPHUJHQFH RI GHPXWXDOLVHG IRU0SURILW H[FKDQJHV H[DFHUEDWHV WKH FRQIOLFWV RI LQWHUHVWV

DVVRFLDWHG ZLWK UXQQLQJ DQ H[FKDQJH DQG EHLQJ DQ 652/ DQG WKDW EHFDXVH RI WKHLU FRPPHUFLDO

LQFHQWLYHV GHPXWXDOLVHG IRU0SURILW H[FKDQJHV VKRXOG UHOLQTXLVK WKHLU UHJXODWRU\ UHVSRQVLELOLWLHV168

.DUPHO VXJJHVWV WKDW D QRQ0SURILW H[FKDQJH PD\ HQMR\ D JUHDWHU DXUD RI DFWLQJ LQ WKH SXEOLF LQWHUHVW

WKDQ GRHV D IRU0SURILW H[FKDQJH169 ,Q FRQWUDVW/ PDQ\ H[FKDQJHV KDYH VXJJHVWHG WKDW GHPXWXDOL]DWLRQ

ZLOO JLYH WKHP DQ DGGHG LQFHQWLYH WR PDLQWDLQ KLJK UHJXODWRU\ VWDQGDUGV/ DV WKH\ ZLOO DWWUDFW PRUH

RUGHU IORZ DQG EXVLQHVV E\ GRLQJ VR1
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,W LV EHOLHYHG KHUH ERWK WKDW WKH FRQIOLFWV RI LQWHUHVWV WKDW PD\ EH SUHVHQW LQ D GHPXWXDOLVHG

IRU0SURILW H[FKDQJH DUH QR PRUH ZRUU\LQJ WKDQ WKRVH SUHVHQW LQ D PXWXDO H[FKDQJH/ DQG WKDW VLPLODU

W\SHV RI SURJUDPV PD\ EH DGRSWHG WR UHGXFH WKH KDUPIXO HIIHFWV RI VXFK FRQIOLFWV RI LQWHUHVW DV DUH

XVHG LQ WKH PXWXDO FRQWH[W16: 6L[ RI WKHVH VWUDWHJLHV DUH SDUWLFXODUO\ LPSRUWDQW1 )LUVW/ WKH GHFLVLRQ0

PDNLQJ SURFHVV RI DQ 652 VKRXOG EH WUDQVSDUHQW/ ZLWK SXEOLF FRQVXOWDWLRQ/ VROLFLWDWLRQ RI

FRPPHQWV/ DQG MXVWLILFDWLRQ RI DQ\ GHFLVLRQV PDGH1 6HFRQG/ WKH GHFLVLRQV RI DQ 652 VKRXOG EH

VXEMHFW WR GXH SURFHVV/ ZLWK DSSURSULDWH DSSHDOV SURFHGXUHV1 7KLUG/ WKHUH VKRXOG EH D GLYHUVLW\ RI

UHSUHVHQWDWLRQ RQ WKH ERDUG RI DQ 652/ ZLWK UHSUHVHQWDWLYHV RI DOO PDMRU PDUNHW FRQVWLWXHQFLHV1

)RXUWK/ WKHUH VKRXOG EH UHJXODWRU\ RYHUVLJKW RI 652 SURFHGXUHV DQG GHFLVLRQV1 )LIWK/ FRQIOLFWV RI

LQWHUHVW VKRXOG EH SXEOLFO\ GLVFORVHG1 )LQDOO\/ WKHUH VKRXOG EH SURFHGXUHV WR PLQLPL]H/ EXW QRW

QHFHVVDULO\ HOLPLQDWH/ VXFK FRQIOLFWV RI LQWHUHVWV1

7KH PDMRU UHJXODWRU\ SUREOHP DULVLQJ IURP WKH GHPXWXDOL]DWLRQ RI D VHFXULWLHV H[FKDQJH ZLOO

QRW EH VHOI0UHJXODWLRQ/ EXW WKDW RI DQWL0FRPSHWLWLYH EHKDYLRXU1 *LYHQ WKDW D IHZ VHFXULWLHV H[FKDQJHV

ZLOO GRPLQDWH WUDGLQJ LQ PRVW VHFXULWLHV/ HYHQ LQ WKH SUHVHQFH RI DOWHUQDWLYH FRPSHWLQJ WUDGLQJ

PHFKDQLVPV/ DQG WKDW DV GHPXWXDOL]HG HQWLWLHV WKH\ ZLOO VHHN WR PD[LPL]H SURILWV/ WKH\ ZLOO VHHN WR

GR ZKDW DOO PRQRSROLVWLF HQWHUSULVHV GR/ QDPHO\ UDLVH SULFH DQG UHGXFH RXWSXW1

6WDQGDUG FRUSRUDWH JRYHUQDQFH SURFHGXUHV ZLOO QRW VWRS WKLV KDSSHQLQJ1 $ NH\ JRDO RI

GHPXWXDOL]DWLRQ LV SUHFLVHO\ WR GLVSHUVH RZQHUVKLS WR D ZLGHU JURXS RI PDUNHW SDUWLFLSDQWV WKDQ MXVW

ILQDQFLDO LQWHUPHGLDULHV1 +RZHYHU JRRG WKH FRUSRUDWH JRYHUQDQFH VWUXFWXUH RI D GHPXWXDOL]HG

VHFXULWLHV H[FKDQJH/ LW ZLOO WKHUHIRUH EH GLIILFXOW IRU D ZLGH JURXS RI VKDUHKROGHUV WR H[HUW DQ\

LQIOXHQFH WR VWRS VXFK DQWL0FRPSHWLWLYH DFWLYLW\1 ,QGHHG/ WR WKH H[WHQW WKDW WKH RZQHUV RI VHFXULWLHV

H[FKDQJHV DUH QRW XVHUV RI WKH H[FKDQJHV/ WKH\ ZLOO KDYH QR LQFHQWLYH WR GR VR1 2Q WKH FRQWUDU\/ DV

VKDUHKROGHUV/ WKH RZQHUV ZLOO EHQHILW IURP DQ\ PRQRSROLVWLF SURILWV WKDW WKHVH H[FKDQJHV DUH DEOH WR

REWDLQ1

,W LV KHUH WKDW WKH PDLQ DGYDQWDJH RI WKH PXWXDO JRYHUQDQFH VWUXFWXUH ZLOO RQFH DJDLQ EH

VHHQ1 7KH FHQWUDO DWWULEXWH RI D PXWXDO RU FRRSHUDWLYH VHFXULWLHV H[FKDQJH LV WKDW WKH XVHUV RI LWV

VHUYLFHV DUH DOVR LWV RZQHUV1 $ FRRSHUDWLYH H[FKDQJH¶V FXVWRPHUV FDQ WKHUHIRUH FRQWURO WKH SULFHV

WKH H[FKDQJH VHWV/ DQG HQVXUH WKDW HYHQ LI LW RSHUDWHV HIIHFWLYHO\ DV D PRQRSRO\/ E\ GLQW RI EHLQJ WKH

GRPLQDQW SURYLGHU RI H[HFXWLRQ IDFLOLWLHV/ WKH H[FKDQJH GRHV QRW FKDUJH DQWL0FRPSHWLWLYH SULFHV1

7KLV ZLOO UHGXFH WKH QHHG IRU UHJXODWRU\ RYHUVLJKW RI WKH FRPSHWLWLYH SRVLWLRQ RI WKH H[FKDQJH1

,I RQ WKH RQH KDQG D EURNHU0RZQHG H[FKDQJH ILQGV LW KDUG WR DOORZ GLUHFW DFFHVV WR

LQYHVWPHQW LQVWLWXWLRQV/ WKHUHE\ XQQHFHVVDULO\ UDLVLQJ WKHLU WUDGLQJ FRVWV/ ZKLOH RQ WKH RWKHU KDQG D

IRU0SURILW GHPXWXDOL]HG VWUXFWXUH DOORZV DQ H[FKDQJH WR H[SORLW DQ\ PRQRSRO\ SRZHU LW KDV/ DJDLQ

XQQHFHVVDULO\ UDLVLQJ WUDGLQJ FRVWV/ D ORJLFDO FRQFOXVLRQ ZRXOG EH IRU LQYHVWRUV WR VHHN WR RZQ WKHLU

RZQ VHFXULWLHV H[FKDQJHV1 $ QRQ0LQWHUPHGLDWHG EXW PXWXDO H[FKDQJH RZQHG E\ HQG0LQYHVWRUV ZRXOG
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UHVROYH ERWK WKHVH SUREOHPV1 *LYHQ WKH QHWZRUN H[WHUQDOLW\ DVVRFLDWHG ZLWK H[LVWLQJ V\VWHPV/

KRZHYHU/ LW LV QRW IRUHVHHQ WKDW WKLV ZLOO DULVH LQ WKH SUHGLFWDEOH IXWXUH1

81 3ROLWLFV

3UHGLFWLRQ 43= 3ROLWLFDO ,QWHUYHQWLRQ LQ 6HFXULWLHV ([FKDQJHV¶ $FWLYLWLHV ZLOO *URZ1

7KH QDWXUH RI UHJXODWLRQ LV QRW VLPSOH1 $OWKRXJK WKH DQDO\VLV RI WKH SROLWLFDO HFRQRP\ RI

PDUNHWV KDV D ORQJ DQG GLVWLQJXLVKHG KLVWRU\/ PDQ\ ILQDQFLDO HFRQRPLVWV DQG ODZ\HUV YLHZ WKH

UHJXODWLRQ RI PDUNHWV HVVHQWLDOO\ DV D WHFKQLFDO H[HUFLVH1 7KH\ EHOLHYH WKDW UHJXODWLRQ LV HVVHQWLDOO\ D

PXOWL0VWDJH DQDO\WLFDO SURFHVV= WKH REMHFWLYHV WKDW DUH LQ WKH SXEOLF LQWHUHVW QHHG WR EH LGHQWLILHG DQG

LQWHUSUHWHG> WKH WRROV DYDLODEOH WR WKH UHJXODWRU QHHG WR EH FKDUDFWHULVHG> WKH PDQQHU LQ ZKLFK WKHVH

WRROV PD\ IXUWKHU WKH GHVLUHG REMHFWLYHV QHHGV WR EH XQGHUVWRRG> D EDODQFH EHWZHHQ FRQIOLFWLQJ

REMHFWLYHV QHHGV WR EH GHWHUPLQHG> D FKRLFH RYHU WKH UHJXODWRU\ WRROV WR EH DGRSWHG PXVW EH PDGH>

DQG DQ\ UHJXODWRU\ RU OHJDO LQVWUXPHQWV DGRSWHG QHHG WR EH DSSURSULDWHO\ HQIRUFHG1 %RWK WKH KLVWRU\

DQG WKH FXUUHQW HQYLURQPHQW RI VHFXULWLHV H[FKDQJHV VKRZ/ KRZHYHU/ WKDW LQ DGGLWLRQ WR WKLV

WHFKQLFDO SURFHVV/ WKH SROLWLFV RI UHJXODWLRQ DUH DOVR H[WUHPHO\ LPSRUWDQW IRU WKH GHYHORSPHQW RI

VHFXULWLHV H[FKDQJHV1

7KHUH DUH WKUHH UHDVRQV ZK\ SROLWLFDO LQWHUYHQWLRQ LQ WKH DUHQD RI VHFXULWLHV H[FKDQJHV LV

OLNHO\ WR EH PRUH FUXFLDO LQ WKH IXWXUH WKDQ LQ WKH SDVW1 )LUVW/ WKH IDFW WKDW WHFKQRORJ\ LV FKDQJLQJ WKH

VWUXFWXUH RI WKH PDUNHW IRU H[FKDQJHV DQG PDNLQJ LW PRUH FRPSHWLWLYH/ LV OLNHO\ WR PHDQ WKDW WKRVH

HQWUHQFKHG PDUNHW SDUWLFLSDQWV ZKLFK FDQQRW FRPSHWH LQ WKH HFRQRPLF PDUNHWSODFH DUH PRUH OLNHO\

WKDQ EHIRUH WR VHHN WR XVH SROLWLFDO PHDQV WR SURWHFW WKHLU LQWHUHVWV WKDQ WKH\ KDYH GRQH LQ WKH SDVW1

6HFRQG/ WKH FRQVROLGDWLRQ RI WUDGLQJ LQWR D IHZ H[FKDQJHV ZLOO LQFUHDVH WKH SRZHU RI WKHVH IHZ

H[FKDQJHV1 6XFK DQ DJJORPHUDWLRQ RI SRZHU ZLOO QRW JR XQQRWLFHG E\ WKH SROLWLFLDQV1 7KLUG/ WKH

LQFUHDVLQJO\ LQWHUQDWLRQDO QDWXUH RI ERWK FRPSHWLWLRQ DQG FRQVROLGDWLRQ EHWZHHQ H[FKDQJHV/ ZLOO

LQHYLWDEO\ EULQJ ZLWK LW LQFUHDVHG QDWLRQDO DQG LQWHUQDWLRQDO SROLWLFDO LQYROYHPHQW1

7KH UHODWLRQVKLS EHWZHHQ VHFXULWLHV H[FKDQJHV DQG SROLWLFV LV ERWK FRPSOH[ DQG FRQWH[W0

VSHFLILF1 )RXU H[DPSOHV RI KRZ SROLWLFV ZLOO EHFRPH PRUH LPSRUWDQW LQ VKDSLQJ WKH IXWXUH DFWLYLWLHV

RI H[FKDQJHV DUH QRWHG KHUH/ FRQFHUQLQJ UHVSHFWLYHO\ GHPXWXDOL]DWLRQ/ FRQVROLGDWLRQ/ ORFDWLRQ/ DQG

DLG1

'HPXWXDOL]DWLRQ

7KH SRWHQWLDO GHPXWXDOL]DWLRQ RI WKH 1<6( KDV EHHQ/ DQG ZLOO FRQWLQXH WR EH WKH VXEMHFW RI

LQWHQVH SROLWLFDO GHEDWH LQ WKH 861 ,Q 4<<</ WKH 1<6( &KDLUPDQ LQGLFDWHG WKDW WKH H[FKDQJH ZDV

FRPPLWWHG WR GHPXWXDOL]DWLRQ16; )ROORZLQJ D KHDULQJ DW WKH 6HQDWH %DQNLQJ &RPPLWWHH WKHUH

DSSHDUHG WR EH ELSDUWLVDQ VXSSRUW LQLWLDOO\ IRU GHPXWXDOL]DWLRQ16< 7KH SURSRVDO ZDV VWURQJO\ UHVLVWHG
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E\ WKH SDVW &KDLUPDQ RI WKH 6(&/ DUJXLQJ WKDW ³ZH VLPSO\ FDQQRW DOORZ WKH PDQGDWH RI VHOI0

UHJXODWLRQ WR WDNH D EDFN VHDW WR WKH H[LJHQFLHV RI VKRUW0WHUP SURILW´173 6XEVHTXHQWO\/ WKH 1<6(

&KDLUPDQ VWHSSHG EDFN IURP KLV HDUOLHU VWDWHPHQWV FRQFHUQLQJ WKH SRVVLELOLW\ RI WKH H[FKDQJH¶V

GHPXWXDOL]DWLRQ/ QRWLQJ WKDW LW ZRXOG QRW KDSSHQ XQWLO DIWHU WKH FRQYHUVLRQ WR GHFLPDOL]DWLRQ/ DQG

HYHQ WKHQ WKDW WKH H[FKDQJH PLJKW DEDQGRQ WKH VDOH LI LW GHFLGHG LW QR ORQJHU QHHGHG WKH FDSLWDO WKDW

DQ ,32 ZRXOG UDLVH WR FRPSHWH ZLWK RWKHU WUDGLQJ V\VWHPV174

&RQVROLGDWLRQ

3ROLWLFV ZLOO EH D NH\ IDFWRU LQ GHWHUPLQLQJ ZKHWKHU/ DQG KRZ/ VHFXULWLHV H[FKDQJHV

FRQVROLGDWH LQ WKH IXWXUH1 7KH UHFHQW WDNHRYHU RI WKH /RQGRQ ,QWHUQDWLRQDO )LQDQFLDO )XWXUHV

([FKDQJH +/,))(, E\ (XURQH[W 19 LOOXVWUDWHV WZR LPSRUWDQW SRLQWV LQ WKLV FRQWH[W175 7KH VXFFHVV RI

(XURQH[W 19/ DJDLQVW D FRPSHWLQJ ELG IURP WKH /6(/ ZDV FULWLFDOO\ GHSHQGHQW RQ WKH ZLOOLQJQHVV E\

WKH %ULWLVK SROLWLFDO DQG ILQDQFLDO DXWKRULWLHV +SULPDULO\ WKH JRYHUQPHQW/ WKH FHQWUDO EDQN/ DQG WKH

UHJXODWRU, WR VDQFWLRQ VXFK D WDNHRYHU/ RU DW OHDVW QRW WR LQWHUYHQH WR SUHYHQW LW176 8. RIILFLDOV

VLPSO\/ DQG ULJKWO\/ EHOLHYHG ILUVW WKDW WKH\ GLG QRW NQRZ ZKDW ZRXOG EH EHVW LQ WKLV FRQWH[W/ DQG

VHFRQG WKDW DOORZLQJ D IRUHLJQ LQVWLWXWLRQ WR SXUFKDVH /,))( ZRXOG LQFUHDVH WKH DWWUDFWLYHQHVV RI WKH

8. DV D ILQDQFLDO FHQWUH1 7KLV SROLWLFDO ZLOO UHIOHFWHG D ZLGHU FXOWXUDO DWWLWXGH DPRQJ ERWK WKH

PDQDJHPHQW RI /,))(/ DQG PRUH JHQHUDOO\ DPRQJ PDUNHW SDUWLFLSDQWV LQ /RQGRQ/ WR GLVUHJDUG

DOPRVW FRPSOHWHO\ WKH QDWLRQDOLWLHV RI WKH ELGGHUV1

,W LV/ KRZHYHU/ H[WUHPHO\ KDUG WR FRQFHLYH RI DQ\ RWKHU MXULVGLFWLRQ ZLWK D ODUJH ILQDQFLDO

FHQWUH ZKHUH D VLPLODU SRVVLELOLW\ PLJKW KDYH RFFXUUHG/ EH LW )UDQFH/ *HUPDQ\/ RU LQGHHG WKH 861 ,Q

DOO WKHVH FRXQWULHV/ WKH SROLWLFDO DQG ILQDQFLDO HVWDEOLVKPHQW ZRXOG EH XQZLOOLQJ HYHQ WR FRQVLGHU

VXFK D WDNHRYHU1 7R DVN WKH TXHVWLRQ RI ZKHWKHU WKH 1DVGDT PDUNHW FRXOG EH ERXJKW E\ D )UHQFK0

GRPLQDWHG LQVWLWXWLRQ VXFK DV (XURQH[W/ LV WR DQVZHU LW1 7KH SROLWLFDO UHDOLW\ LV WKDW WKH PDMRU

VHFXULWLHV H[FKDQJHV LQ WKHVH FRXQWULHV DUH FXUUHQWO\ EHOLHYHG WRR PXFK D SDUW RI WKH QDWLRQDO

SROLWLFDO IDEULF IRU WKHLU QDWLRQDO LGHQWLW\ WR EH VXEVXPHG LQWR DQ\ IRUHLJQ RU UHJLRQDO HQWLW\1

3ROLWLFDO FRQFHUQV DERXW GRPHVWLF/ DV ZHOO LQWHUQDWLRQDO FRQVROLGDWLRQ/ FDQ DOVR EH LPSRUWDQW1

7KH IDFW WKDW WKH SRWHQWLDO PHUJHU RI WKH 1<6( DQG WKH 1DVGDT PDUNHW LV QRW HYHQ EHLQJ GLVFXVVHG

LQ WKH 86/ LV WHVWDPHQW QRW RQO\ WR WKH KLVWRULFDO ULYDOU\ EHWZHHQ WKH WZR PDUNHWV/ EXW DOVR WR WZR

ZLGHU SROLWLFDO REMHFWLYHV1 7KH ILUVW LV D ZLGHVSUHDG/ DQG ORQJ0KHOG/ GHVLUH WR PDLQWDLQ VRPH IRUP RI

FRPSHWLWLRQ WR WKH 1<6(1 7KH VHFRQG KDV DULVHQ PXFK PRUH UHFHQWO\1 )ROORZLQJ WKH 6HSWHPEHU 44WK

WUDJHG\/ D NH\ SROLWLFDO DLP KDV EHHQ WR HQVXUH WKDW WKH ILQDQFLDO LQIUDVWUXFWXUH IRU WKH 86 LV EDVHG

RQ D GLVWULEXWHG QHWZRUN/ DQG QRW FHQWUHG LQ D VLQJOH ORFDWLRQ1 :KLOH EDFN0XS DQG UHGXQGDQF\

IDFLOLWLHV PDNH WKLV IHDVLEOH DW RQH VLQJOH LQVWLWXWLRQ/ VXFK DV WKH 1<6(/ WKH PHULWV RI KDYLQJ WZR

LQVWLWXWLRQV +L1H1 ERWK WKH 1<6( DQG 1DVGDT,/ RQH RI ZKLFK FRXOG WDNH WKH VODFN LI WKH RWKHU IDLOHG/

KDYH QRW EHHQ ORVW RQ SROLF\0PDNHUV LQ :DVKLQJWRQ1
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/RFDWLRQ

$ KLJKO\ FKDUJHG SROLWLFDO LVVXH LV WKH ORFDWLRQ RI H[FKDQJHV1 +LVWRULFDOO\/ WKHUH XVHG WR EH D

VWURQJ WLH EHWZHHQ WKH SUHVHQFH RI D VHFXULWLHV H[FKDQJH LQ D SDUWLFXODU ORFDWLRQ/ DQG WKH IDFW WKDW

WKDW ORFDWLRQ FRXOG EH D ILQDQFLDO FHQWUH1 7R DFFHVV WKH WUDGLQJ V\VWHP/ D PDUNHW SDUWLFLSDQW KDG WR

EH SK\VLFDOO\ SUHVHQW DW WKH WUDGLQJ V\VWHP1 7KLV LV QR ORQJHU WUXH1 7UDGLQJ V\VWHPV FDQ EH ERWK

ORFDWHG DQG UHJLVWHUHG LQ MXULVGLFWLRQV WKDW DUH GLIIHUHQW IURP WKH ORFDWLRQV LQ ZKLFK PRVW RI WKH

PDUNHW SDUWLFLSDQWV XVLQJ WKH WUDGLQJ V\VWHPV DUH ORFDWHG1 (YHQ LI WKHUH ZHUH QR WUDGLQJ V\VWHP

RSHUDWHG E\ D FRPSDQ\ HLWKHU UHJLVWHUHG RU UHJXODWHG LQ D SDUWLFXODU MXULVGLFWLRQ/ WKLV ZRXOG KDYH

OLWWOH UHOHYDQFH IRU WKH GHYHORSPHQW RI WKH MXULVGLFWLRQ DV D ILQDQFLDO FHQWUH/ ZKHUH ILUPV WR FKRRVH

HPSOR\ SHRSOH IRU WKH SURYLVLRQ RI ILQDQFLDO VHUYLFHV ± DV ORQJ DV QDWLRQDO LQYHVWRUV DQG ILQDQFLDO

LQWHUPHGLDULHV KDYH DFFHVV WR RWKHU PDUNHWV1

7KH PDUNHWV WKH\ RSHUDWH SHUIRUP D ZLGH UDQJH RI HFRQRPLF DQG SROLWLFDO IXQFWLRQV1 7KH\

RIIHU IRUD IRU WUDGLQJ/ LQYHVWPHQW/ VSHFXODWLRQ/ KHGJLQJ/ DQG DUELWUDJH1 7KH\ VHUYH DV PHFKDQLVPV

IRU SULFH GLVFRYHU\ DQG LQIRUPDWLRQ GLVVHPLQDWLRQ1 7KH\ SURYLGH YHKLFOHV IRU UDLVLQJ ILQDQFH IRU

FRPSDQLHV1 7KH\ DUH IUHTXHQWO\ SLYRWDO HOHPHQWV LQ WKH VXFFHVV RI ILQDQFLDO FHQWUHV1 7KH\ DUH XVHG

WR LPSOHPHQW SULYDWL]DWLRQ SURJUDPV/ DQG PD\ SOD\ DQ LPSRUWDQW UROH LQ WKH GHYHORSPHQW RI

HPHUJLQJ HFRQRPLHV1 6WHLO FRUUHFWO\ QRWHV WKDW ³WKH ZRUOG DOUHDG\ KDV IDU PRUH IXQFWLRQDOO\

LGHQWLFDO WUDGLQJ V\VWHPV DQG &6'V WKDQ LW QHHGV´/ EXW WKHQ FRQFOXGHV WKDW ³D JRYHUQPHQW ZKLFK

GRHV QRW DFWLYHO\ DWWHPSW WR H[SORLW WKLV RYHUFDSDFLW\ LQ IRVWHULQJ WKH JURZWK RI D ORFDO HTXLW\

PDUNHW LV GRLQJ D JUHDW GLVVHUYLFH WR LWV FLWL]HQV DQG LWV GRPHVWLF HQWHUSULVHV´177

7KH LVVXH RI ORFDWLRQ RI H[FKDQJHV LV QRW MXVW UHOHYDQW IRU GHYHORSLQJ PDUNHWV1 ,Q 925333/ WKH

1HZ <RUN 6WDWH $VVHPEO\ DJUHHG WR SURYLGH D VLJQLILFDQW ILQDQFLDO SDFNDJH WR HQVXUH WKDW WKH

1<6( VWD\HG LQ 1HZ <RUN178 2I WKH H[SHFWHG '41: ELOOLRQ WRWDO FRVW IRU WKH SURMHFW/ 1HZ <RUN &LW\

DJUHHG WR ILQDQFH WKH WRWDO FRVW RI WKH ODQG DFTXLVLWLRQ/ HVWLPDWHG WR EH EHWZHHQ '693 DQG '733

PLOOLRQ/ D SRUWLRQ RI WKH '573 PLOOLRQ HVWLPDWHG IRU WKH QHZ FRQVWUXFWLRQ/ DQG DOVR DQ DGGLWLRQDO

'548 PLOOLRQ IURP LWV 533405335 H[HFXWLYH EXGJHW VXEPLVVLRQ1 7KH 6HQDWH 0DMRULW\ /HDGHU

DQQRXQFHG WKDW ³WKH 1HZ <RUN 6WRFN ([FKDQJH LV FORVHO\ WLHG WR WKH HFRQRP\ RI 1HZ <RUN &LW\

DQG 1HZ <RUN 6WDWH/ DQG VR LQWHUWZLQHG ZLWK WKH HFRQRPLF KLVWRU\ DQG JURZWK RI WKH 8QLWHG 6WDWHV

WKDW LW¶V LPSHUDWLYH WKDW ZH NHHS LW KHUH´1

7KH SURSRVHG L; PHUJHU EHWZHHQ 'HXWVFKH %|UVH DQG WKH /6( SURYLGHV D VLPLODU LOOXVWUDWLRQ

RI WKH LQFUHDVLQJ LQIOXHQFH RI SROLWLFV RQ H[FKDQJH GHFLVLRQV1 7KH SODQQHG PHUJHU EHFDPH D FKDQQHO

IRU D UDQJH RI GLVSDUDWH SROLWLFDO LQWHUHVWV JURXSV LQ WKH (XURSHDQ 8QLRQ WR SXUVXH WKHLU GLYHUJHQW

JRDOV/ DOPRVW DOO RI ZKRP YRLFHG WKHLU RSLQLRQV DJDLQVW WKH PHUJHU/ RU UDWKHU DJDLQVW ZKDW WKH\

SDLQWHG WKH PHUJHU WR UHSUHVHQW1 )URP SXUHO\ DQ HFRQRPLF YLHZSRLQW/ WKH FLW\ ZKHUH ERWK L; DQG WKH

KLJK0WHFK MRLQW0YHQWXUH VKRXOG KDYH EHHQ ORFDWHG ZDV LUUHOHYDQW1 7KH VXFFHVV RI DQ H[FKDQJH LV QRW
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GHSHQGHQW RQ ZKHUH WKH EODFN ER[ DQG RSHUDWLRQDO VWDII VXSSRUWLQJ WKH WUDGLQJ V\VWHP LV SODFHG1

,QGHHG/ WKH VXFFHVV RI D ILQDQFLDO FHQWUH LV DOVR LQFUHDVLQJO\ EHFRPLQJ GLYRUFHG IURP WKH VXFFHVV RI

DQ\ H[FKDQJHV ORFDWHG LQ WKH ILQDQFLDO FHQWUH1 5HPRWH DFFHVV PHDQV WKDW PDUNHW SDUWLFLSDQWV ZLOO

FKRRVH WKHLU ORFDWLRQV/ QRW RQ ZKHUH WKH H[FKDQJHV DUH EDVHG/ EXW RQ PDQ\ RWKHU FULWHULD1 7KHVH

LQFOXGH WKH H[LVWHQFH RI D VXIILFLHQWO\ ODUJH DQG ZHOO TXDOLILHG JURXS RI SURIHVVLRQDO VHUYLFH

SURYLGHUV/ WKH HDVH RI OLYLQJ LQ WKH ORFDWLRQ/ WKH WD[ HQYLURQPHQW/ DQG WKH ODQJXDJH1

7KH ORFDWLRQ RI DQ H[FKDQJH VWLOO/ KRZHYHU/ UHPDLQV D YLWDO SROLWLFDO V\PERO IRU WKH VXFFHVV

RI D ILQDQFLDO FHQWUH1 $QG LW LV KHUH WKDW WKHUH D FULWLFDO GLYHUJHQFH DURVH EHWZHHQ %ULWLVK DQG

*HUPDQ LQWHUHVWV1 *LYHQ /RQGRQ¶V FXUUHQW SRVLWLRQ DV WKH SUH0HPLQHQW ILQDQFLDO FHQWUH IRU (XURSH/

L; VKRXOG XQTXHVWLRQDEO\ KDYH EHHQ EDVHG /RQGRQ LI WKH LQWHQWLRQ ZDV WR GHYHORS D (XURSHDQ

ILQDQFLDO FHQWUH WR FRPEDW WKDW RI WKH 86$1 7KLV DVVXPHG/ KRZHYHU/ WKDW WKH *HUPDQV ZRXOG EH

KDSS\ WR JLYH XS WKHLU DPELWLRQ IRU GHYHORSLQJ )UDQNIXUW DV D (XURSHDQ ILQDQFLDO FHQWUH RQ WKH EDFN

RI/ ZKDW ZDV WKHQ/ WKH VXFFHVV RI WKH 1HXHU 0DUNW ± DQ DVVXPSWLRQ WKDW ZDV VHOI0HYLGHQWO\ IDOVH1

7KH GRPLQDQW %ULWLVK SROLWLFDO YRLFHV KHDUG DERXW WKH PHUJHU ZHUH IURP WKH &RQVHUYDWLYHV

ZKR DWWHPSWHG WR XVH WKH PHUJHU SURSRVDO WR H[SORLW /DERXU WHQVLRQV RQ (XURSHDQ SROLF\1 7KH

H[FKDQJHV¶ LQLWLDO VWDWHPHQW WKDW DOO VKDUHV ZRXOG KDYH WR EH TXRWHG LQ HXURV ZDV VHL]HG XSRQ E\ WKH

7RULHV/ DQG DWWDFNHG DV D GLUHFW HQGRUVHPHQW IRU %ULWDLQ WR MRLQ WKH HXUR1 /DERXU NHSW TXLHW DERXW WKH

LVVXH/ EHFDXVH LW GLG QRW ZDQW WR H[SRVH LWV RZQ GLYLVLRQV DERXW (XURSH1 $OWKRXJK QRW SDUW\ WR WKH

SURSRVHG PHUJHU/ WKH )UHQFK KDG D GLUHFW LQWHUHVW LQ VHHLQJ LW IDLO/ DV LWV VXFFHVV ZRXOG FOHDUO\ DQG

DGYHUVHO\ KDYH DIIHFWHG WKH SRWHQWLDO IRU (XURQH[W WR WKULYH1

$LG

7KH ILQDO LVVXH QRWHG KHUH ZKHUH SROLWLFV GLUHFWO\ DIIHFWV WKH GHYHORSPHQW RI VHFXULWLHV

H[FKDQJHV/ FRQFHUQV WKH SURYLVLRQ RI DLG DQG WHFKQLFDO DVVLVWDQFH1 7KH 86/ YLD 86$,'/ KDV EHHQ DW

WKH IRUHIURQW RI SURYLGLQJ WHFKQLFDO DVVLVWDQFH IRU WKH IRXQGDWLRQ DQG GHYHORSPHQW RI FDSLWDO

PDUNHWV DQG VHFXULWLHV H[FKDQJHV LQ PDQ\ UHJLRQV WKURXJKRXW WKH ZRUOG1:KLOH WKH DEVROXWH DPRXQW

RI PRQH\ WKDW WKH 86 SURYLGHG LQ 5333 IRU LQWHUQDWLRQDO DLG +'<18;4 ELOOLRQ, ZDV JUHDWHU WKDQ IURP

HDFK RI WKH 55 FRXQWU\ PHPEHUV RI WKH 2(&' EDU -DSDQ +ZKLFK JDYH '461395 ELOOLRQ,/ WKH

SURSRUWLRQ RI LWV *'3 WKDW $PHULFD DOORFDWHG WR DLG LQ 5333 ZDV WKH ORZHVW RI DOO WKHVH FRXQWULHV

+314(/ FRPSDUHG ZLWK WKH DYHUDJH RI 316<(/ ZLWK WKH 81 WDUJHW RI 31:( IRU WKH ZHDOWK\ QDWLRQV/

DQG ZLWK WKH SURSRUWLRQV JLYHQ E\ 'HQPDUN/ WKH 1HWKHUODQGV/ 6ZHGHQ/ 1RUZD\/ DQG /X[HPERXUJ

ZKLFK HDFK JDYH PRUH WKDQ 31:( RI WKHLU *'3,179

2EYLRXVO\/ WKH SURYLVLRQ RI WHFKQLFDO DVVLVWDQFH IRU WKH GHYHORSPHQW RI VHFXULWLHV H[FKDQJHV

LV RQO\ D VPDOO SDUW RI WKH ZKROH 86$,' EXGJHW/ DQG DOVR QR DVVHVVPHQW LV SURYLGHG KHUH RI WKH

YDOXH RI SURYLGLQJ VXFK DVVLVWDQFH1 1HYHUWKHOHVV/ JLYHQ WKH UDQJH RI SUHVVLQJ GHPDQGV RQ 86$,'/
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XQOHVV WKH WRWDO $PHULFDQ EXGJHW RQ DLG LV LQFUHDVHG/ D KLJKO\ SROLWLFDO TXHVWLRQ/ FRQWLQXHG 86

VXSSRUW IRU WKH GHYHORSPHQW RI VHFXULWLHV H[FKDQJHV DQG FDSLWDO PDUNHWV DURXQG WKH ZRUOG PXVW EH

LQ TXHVWLRQ1

91 &RQFOXVLRQV

7KLV SDSHU H[DPLQHV WKH IXWXUH RI VHFXULWLHV H[FKDQJHV1 ,W VHHNV ERWK WR H[WUDSRODWH ORJLFDO

FRQFOXVLRQV IURP FXUUHQW WUHQGV/ DQG WR SURYLGH D YLUWXDO EXOO\ SXOSLW WR HQVXUH WKDW DOO LV IRU WKH EHVW

LQ WKH EHVW RI DOO SRVVLEOH IXWXUHV1 )RXU EURDG WKHPHV UHODWHG WR VHFXULWLHV H[FKDQJHV DUH GLVFXVVHG/

FRQFHUQLQJ UHVSHFWLYHO\/ LQIRUPDWLRQ/ LQGXVWU\/ JRYHUQDQFH/ DQG SROLWLFV1 7KH IROORZLQJ WHQ

SUHGLFWLRQV DUH PDGH=

4, 6HFXULWLHV ([FKDQJHV ZLOO EHFRPH 0HGLD &RPSDQLHV1

5, 7KHUH ZLOO EH 0DQ\ <HDUV RI /HJDO DQG 5HJXODWRU\ %DWWOHV RYHU :KHWKHU ([FKDQJHV 2ZQ WKHLU

4XRWH DQG 7UDGH 'DWD1

6, 2QO\ LI D 0DUNHW0:LGH &RQVHQVXV LV 5HDFKHG/ ZLOO VXFK %DWWOHV 6WRS1

7,0DUJLQDO &RVW 3ULFLQJ IRU ,QIRUPDWLRQ 'LVVHPLQDWLRQ ZLOO EH 1HLWKHU 6XVWDLQDEOH RU 2SWLPDO1

8, $ )HZ ([FKDQJHV ZLOO 'RPLQDWH 7UDGLQJ1

9,0RVW ([FKDQJH /LQNDJHV ZLOO )DLO ± 8QOHVV WKH\ /HDG WR D 0HUJHU RU $FTXLVLWLRQ1

:, 9HUWLFDO ,QWHJUDWLRQ E\ 6HFXULWLHV ([FKDQJHV LQWR &OHDULQJ ZLOO OHDG WR $QWL0&RPSHWLWLYH

%HKDYLRXU1

;, 'HPXWXDOLVDWLRQ ZLOO EH 1HLWKHU 1HFHVVDU\ 1RU 6XIILFLHQW IRU WKH 3URVSHULW\/ RU HYHQ 6XUYLYDO/ RI

6HFXULWLHV ([FKDQJHV1

<, 'HPXWXDOLVHG ([FKDQJHV ZLOO UHTXLUH 6LJQLILFDQWO\ PRUH 5HJXODWLRQ WKDQ 0XWXDO ([FKDQJHV ±

1RW EHFDXVH RI WKH 'LIILFXOWLHV RI 6HOI05HJXODWLRQ/ EXW UDWKHU GXH WR /LNHO\ $QWL0&RPSHWLWLYH

%HKDYLRXU1

43, 3ROLWLFDO ,QWHUYHQWLRQ LQ 6HFXULWLHV ([FKDQJHV¶ $FWLYLWLHV ZLOO *URZ1
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+562525333,1

6KDK/ $MD\ ) 6XVDQ 7KRPDV1 'LVSODFLQJ WKH /LTXLGLW\ RI DQ (QWUHQFKHG 0DUNHW= 2QH &DVH 6WXG\1
,*,'5 %RPED\ +492425333,1

6NHHWH/ +HUELH +HG1,1 7KH &RPSDT +DQGERRN RI :RUOG 6WRFN/ 'HULYDWLYH ) &RPPRGLW\ ([FKDQJHV
533410RQGR 9LVLRQH +5334,1

6WHLO/ %HQQ1 %RUGHUOHVV 7UDGLQJ DQG 'HYHORSLQJ 6HFXULWLHV 0DUNHWV1 :RUOG %DQN/ ,QWHUQDWLRQDO
0RQHWDU\ )XQG/ DQG %URRNLQJV ,QVWLWXWLRQ/ 6UG $QQXDO )LQDQFLDO 0DUNHWV DQG 'HYHORSPHQW
&RQIHUHQFH +4<0542725334,1

6]HOHV/ 1RUD ) *DERU 0DURVL1 ,VRODWLRQ RU $VVRFLDWLRQ= $ 'LIILFXOW &KRLFH IRU D 5HJLRQDO ([FKDQJH
± 7KH ([DPSOH RI WKH %XGDSHVW 6WRFN ([FKDQJH1 -RVVHSK GH OD 9HJD 3UL]H/ )(6(2(&0,
+625334,1
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9DULDQ/ +151 0LFURHFRQRPLF $QDO\VLV +5QG1 HGLWLRQ,1:1:1 1RUWRQ ) &R1 +4<;7,1
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1RWHV

4 7KH RSLQLRQV H[SUHVVHG LQ WKLV DUWLFOH DUH WKRVH RI WKH DXWKRU DORQH/ DQG QRW QHFHVVDULO\ WKRVH RI
WKH 2[IRUG )LQDQFH *URXS/ RU DQ\ RI LWV FOLHQWV1

5 6HH S1 7/ /HH +4<<;, DQG 'RPRZLW] ) /HH +4<<9,1
6 )RU WKH PRVW SDUW/ LQ IDFW/ H[FKDQJHV LVVXHV WKHLU FOLHQWV ZLWK D OLFHQVH WR XVH WKHLU GDWD/ UDWKHU WKDQ

VHOO LW WR WKHP1
7 $ IHZ H[FKDQJHV KDYH RWKHU LPSRUWDQW VRXUFHV RI LQFRPH/ LQFOXGLQJ WHFKQRORJ\ VDOHV DQG ILQHV1
8 7KHUH LV D ILQH OHJDO GLVWLQFWLRQ EHWZHHQ WKH WHUPV ³GDWD´ DQG ³LQIRUPDWLRQ´1 6HH S1 474/ /HH

+4<<;,1
9 6HH 6KDK ) 7KRPDV IRU DQ H[FHSWLRQ +492425333,1
: 2WKHU LPSOLFDWLRQV RI H[FKDQJHV MRLQLQJ WKH PHGLD LQGXVWU\ DUH QRW GLVFXVVHG KHUH1 )RU H[DPSOH/ D

NH\ TXHVWLRQ ZLOO EH ZKHWKHU H[FKDQJHV ZLOO FRQWLQXH WR RSHUDWH ³GLVWULEXWLRQ FKDQQHOV´ LQ
PHGLD WHUPLQRORJ\/ DQG LQ SDUWLFXODU ZKHWKHU WKH\ ZLOO FRQWLQXH WR SURYLGH WHFKQRORJ\
VROXWLRQV IRU WKH URXWLQJ RI RUGHUV/ WUDGHV/ DQG LQIRUPDWLRQ1

; )ROORZLQJ +RQRUp +4<94,1
< 6HH FK1 ;/ /HH +4<<;, IRU DQ H[WHQVLYH GLVFXVVLRQ RI WKH QRWLRQ RI RZQHUVKLS LQ WKLV FRQWH[W1
43 (XURSHDQ 8QLRQ +5:2624<<9,1
44 $V QRWHG E\ WKH $GYLVRU\ &RPPLWWHH RQ 0DUNHW ,QIRUPDWLRQ/ 6HFWLRQ ,91&1 +472<25334,1
45 7KH NH\ TXHVWLRQV FRQFHUQLQJ WUDQVSDUHQF\ DUH SUHFLVHO\ :KR VKRXOG KDYH DFFHVV WR :KDW TXRWH

DQG WUDGH LQIRUPDWLRQ/ :KHQ"
46 6HH S1 6/ 2IILFH RI )DLU 7UDGLQJ +724<;;,1
47 6HH S1 </ &RDVH +4<;;,1
48 6HH FK1 :19/ 9DULDQ +4<;7, DQG FK1 4815/ $WNLQVRQ ) 6WLJOLW] +4<;3,1
49 &RYHULQJ /HWWHU/ $GYLVRU\ &RPPLWWHH RQ 0DUNHW ,QIRUPDWLRQ +472<25334,1
4: 6(& +<24524<<<,1
4; 6HFWLRQ 9,,1'161 $GYLVRU\ &RPPLWWHH +472<25334,1
4< 6HH S1 8/ &RIIHH +572<25334,1
53 6HH /LHERZLW] )0DUJROLV +4<<8,1
54 6HH SUHIDFH/ 'DUZLQ +4;8<,1
55 6HH $QJHO +4<2524<<;,1
56 6HH/ IRU H[DPSOH/ )(6&2 +442925334, DQG 6(& +562525333,1
57 )ROORZLQJ +DQVPDQQ +4<<9,1
58 6HH/ IRU H[DPSOH/ 6]HOHV )0DURVL +625334,1
59 $OWKRXJK WKH FDVH RI (XURQH[W 19/ ZLWK LWV VXEVLGLDU\ H[FKDQJHV (XURQH[W $PVWHUGDP/ (XURQH[W

%UXVVHOV/ (XURQH[W /LVERD/ DQG (XURQH[W 3DULV/ SURYLGHV DQ H[DPSOH RI KRZ D PHUJHG
LQVWLWXWLRQ FDQ VWLOO UHWDLQ WKH LGHQWLWLHV RI LWV FRQVWLWXHQW SDUWV1

5: 6HH &5(67 +:25334, DQG 6DYLOOH +:25334,1
5; 6HH SS1 6806:/ /HH +4<<;,1
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5< %7$ >S1 44/ +525334@ UHSRUWV WKDW RQO\ 54( RI PXWXDO H[FKDQJHV VDLG WKDW WKH\ ZHUH QRW JRLQJ WR
GHPXWXDOL]H/ RU KDG QR SODQV WR GR VR LQ WKH IRUHVHHDEOH IXWXUH1 ,W VWDWHG WKDW WKRVH WKDW KDG
QR VXFK SODQV ZHUH H[FOXVLYHO\ LQ FORVHG HPHUJLQJ PDUNHW HFRQRPLHV1

63 6HH %7$ +525334,/ .DUPHO +IRUWKFRPLQJ 5335D, DQG +IRUWKFRPLQJ 5335E,/ DQG &KV1 5061 /HH
+4<<;,/ DQG UHIHUHQFHV WKHUHLQ1

64 6HH 'RPRZLW] ) 6WHLO +4<<<, DQG +5334,1
65 6HH *UDVVR +5;2<24<<<,1
66 6HH FK1 5/ /HH +4<<;,1
67 6WHLO +4<0542725334,1
68:LVEH\ +90:2:25333,1
69 6HH ODVW SDUDJUDSK/ .DUPHO +IRUWKFRPLQJ 5335E,1
6: 0DQ\ RI WKH SUDFWLFDO UHVSRQVHV WR HQKDQFH VHOI0UHJXODWLRQ DW D GHPXWXDOLVHG H[FKDQJH KDYH EHHQ

GLVFXVVHG LQ ,26&2 +925334,1
6; 6HH *UDVVR +52<24<<<, DQG +5;2<24<<<,1
6< 6HH 'Z\HU +4424324<<<, UHSRUWLQJ WKH &KDLUPDQ RQ D KHDULQJ KHOG RQ 5;2<24<<<1
73 6HH /HYLWW +562<24<<<, ) +5:24324<<<,1
74 6HH .RZDOVNL +72925333,1
75 6HH (XURQH[W +5<24325334, DQG /,))( +5<24325334,1 (XURQH[W 19 LV WKH KROGLQJ FRPSDQ\ RI WKH

WKUHH H[FKDQJHV/ (XURQH[W $PVWHUGDP/ (XURQH[W %UXVVHOV/ DQG (XURQH[W 3DULV1
76 6HH %RODQG ) 3UHW]OLN +624425334,1
77 6WHLO +4<0542725334,1
78 1HZ <RUN 6WDWH $VVHPEO\ +552925333,1
79 6RXUFH= 2UJDQL]DWLRQ IRU (FRQRPLF &RRSHUDWLRQ DQG 'HYHORSPHQW +2(&',/ 1HW 2'$ IORZV LQ

5333/ DV TXRWHG LQ KWWS=22ZZZ1JOREDOLVVXHV1RUJ27UDGH5HODWHG2'HEW286$LG1DVS"VR S5N&RGD
+42525335,1


