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LL��$ERXW�WKH�$XWKRU
7KH� $XWKRU� ZDV� XQWLO� UHFHQWO\� 0DQDJLQJ� 'LUHFWRU� RI� D� SODVWLFV� SURFHVVLQJ�
EXVLQHVV�LQ�WKH�8.��DQG�KDV�WKHUHIRUH�VHHQ�WKH�LQGXVWU\�DW�ILUVW�KDQG��+H�KDV�OHG�
DQ� LQWHUQDWLRQDO�FDUHHU��ZLWK���\HDUV�RI�PDQDJHPHQW�H[SHULHQFH�LQ�(XURSH�DQG�
VXFFHVVIXO� EXVLQHVV� H[SHULHQFH� LQ� PRVW� SDUWV� RI� WKH� ZRUOG� LQFOXGLQJ� &KLQD��
-DSDQ��6RXWK�(DVW�$VLD��%UD]LO�� 6RXWKHUQ�$IULFD��(DVWHUQ� DQG�:HVWHUQ�(XURSH�
DQG�86$��,W�LV�WKLV�LQWHUQDWLRQDO�H[SRVXUH�WKDW�KDV�OHIW�KLP�ZLWK�ERWK�D�NQRZOHGJH�
RI�KRZ�RWKHU�FRXQWULHV�PDQDJH�WKHLU�EXVLQHVVHV�DQG�VXSSRUW�WKHLU�LQGXVWULHV�DQG�
ZLWK�D�SDVVLRQDWH�EHOLHI�LQ�ZKDW�WKH�8.�PDQXIDFWXUHU�FDQ�DFKLHYH��JLYHQ�WKH�ZLOO�
DQG�WKH�ULJKW�HQFRXUDJHPHQW��
7KH� DXWKRU� KDV� KHOG� RWKHU� ERDUG� OHYHO� SRVLWLRQV� LQ� WKH� 8.�� LQFOXGLQJ� 6DOHV� 	�
0DUNHWLQJ�'LUHFWRU�RI�D�SUHFLVLRQ�HQJLQHHULQJ�EXVLQHVV�� ,Q�WKH�8.�KH�KDV�JRRG�
WXUQDURXQG�PDQDJHPHQW� H[SHULHQFH��ZKHUH� KH� KDV� EHHQ�TXLFN� WR� GHILQH� FOHDU�
EXVLQHVV�VWUDWHJLHV�DQG�PDQDJH�IRFXVHG�DQG�HIIHFWLYH�VDOHV�FDPSDLJQV�DV�ZHOO�
DV�WHFKQLFDO�SURJUDPPHV���
7KH�DXWKRU� QRZ�RSHUDWHV� DV� D� FRQVXOWDQW� DQG� LV� IUHH� WR�DGYLVH�EXVLQHVVHV�RQ�
GHYLVLQJ�DQG�LPSOHPHQWLQJ�WKH�VWUDWHJLHV�FRQWDLQHG�LQ�WKLV�UHSRUW��



LLL��$ERXW�WKH�5HSRUW
7KLV� UHSRUW�SURYLGHV�D�SLFWXUH�RI� WKH� LQMHFWLRQ�PRXOGLQJ� LQGXVWU\� WKDW�
ZLOO�EH�RI�DV�PXFK�LQWHUHVW�WR�WKH�PRXOGHU�DV�WR�RWKHU�VWDNHKROGHUV�LQ�
WKH� LQGXVWU\�� LQYHVWRUV�� VXSSOLHUV�� PDFKLQHU\� PDQXIDFWXUHUV�� WUDGH�
ERGLHV��5HJLRQDO�'HYHORSPHQW�DQG�RWKHU�JRYHUQPHQW�DJHQFLHV��
7KH�UHSRUW�LV�QRW�LQWHQGHG�WR�EH�D�WHFKQLFDO�UHSRUW��RU�HYHQ�D�ILQDQFLDO�
RU�D�PDUNHW�UHSRUW��7KHUH�DUH�SOHQW\�RI�HDFK�RI�WKHVH�W\SHV�RI�UHSRUW�
DYDLODEOH�� SURGXFHG� E\� ZHOO� HVWDEOLVKHG� DQG� UHFRJQL]HG� DXWKRULWLHV���
+RZHYHU��WKHUH�DUH�QRW�PDQ\�UHSRUWV�DYDLODEOH�ZKLFK�SXOO�WKH�HVVHQWLDO�
HOHPHQWV�WRJHWKHU�LQWR�D�VLQJOH�VWUDWHJLF�RYHUYLHZ��DQG�RI�WKHVH��WKHUH�
DUH�YHU\�IHZ�LQGHHG�ZKLFK�IRFXV�RQ�WKH�LQMHFWLRQ�PRXOGLQJ�LQGXVWU\�LQ�
DQ� LQWHUQDWLRQDO� FRQWH[W�� $W� D� WLPH� ZKHQ� WKH� LQGXVWU\� IDFHV� D� JUHDW�
PDQ\�XQFHUWDLQWLHV��WKLV�UHSRUW�DLPV�WR�WU\�DQG�ILOO�WKDW�JDS����
:LWK�WKLV LQ�PLQG��VRPH�RI�WKH�LPSRUWDQW�LVVXHV�ZKLFK�WKH�LQGXVWU\�LV�
IDFLQJ�DUH�H[FOXGHG�IURP�WKH�PDLQ�ERG\�RI�WKH�UHSRUW��VLPSO\�EHFDXVH�
WKHUH�LV�QRW�VXIILFLHQW�URRP�WR�FRYHU�WKHP�ZLWKLQ�D�VWUDWHJLF�RYHUYLHZ�LQ�
DQ\WKLQJ� OLNH� HQRXJK� GHWDLO�� 5HF\FOLQJ� DQG� HQYLURQPHQWDO� LVVXHV��
)LQDQFLQJ�DQG�(�FRPPHUFH�DUH�RIIHUHG�LQVWHDG�DV�DGGLWLRQDO�PRGXOHV�
LQ�$QQH[�,,,��
7KH�LQMHFWLRQ�PRXOGLQJ�LQGXVWU\�LQ�:HVWHUQ�(XURSH�DQG�1RUWK�$PHULFD�
LV�XQGHU� VHULRXV�SUHVVXUH��7KLV� UHSRUW� LV� IRUWKULJKW� LQ�DGGUHVVLQJ� WKH�
SUREOHPV� IDFLQJ� WKH� LQGXVWU\�� IRFXVLQJ� SULPDULO\� RQ� WKH� 8.�� ZLWK�
FRPSDUDWLYH� GDWD� IURP�RWKHU� FRXQWULHV�� DQG� IURP� WKH� SHUVSHFWLYH� RI�
WKH� VPDOO� RU� PHGLXP�VL]HG� HQWHUSULVH� �60(��� 7KH� 60(� PRXOGHUV�
PDNH�XS�ZHOO�RYHU�����RI�WKH�8.¶V�LQMHFWLRQ�PRXOGLQJ�VHFWRU�
7KH� LQWHUQDWLRQDO PDWHULDO�JLYHV�JRRG�FRPSDUDWLYH�GDWD�RQ� WKH�8.¶V�
PDLQ�LQWHUQDWLRQDO�FRPSHWLWRUV��HVSHFLDOO\�86$��*HUPDQ\�DQG�)UDQFH��
'DWD�IURP�WKH�86�PDUNHW�LV�SUROLILF��EXW�LW�LV�QRW�DOZD\V�HDV\�WR�REWDLQ�
WKH� VDPH� FRPSDUDWLYH� GDWD� IRU� WKH� VDPH� SHULRG� IURP� GLIIHUHQW�
(XURSHDQ�FRXQWULHV��
7KLV�FRPSDULVRQ�VKRXOG�KHOS�WKH�8.�PRXOGHU�WR�EHQFKPDUN�KLV�RU�KHU�
EXVLQHVV� DJDLQVW� LQWHUQDWLRQDO� FRPSHWLWRUV�� 6L]H�� QXPEHU� RI�
HPSOR\HHV��VDOHV�JURZWK�DQG�SURILWDELOLW\���7KLV�LV�FOHDUO\�DQ�LPSRUWDQW�
SURFHVV�� EHFDXVH� WKH� JUHDWHU� WKH� SURGXFWLYLW\� JDS� EHWZHHQ� WKH� 8.�
DQG�LWV�FRPSHWLWRUV�± DQG�WKHUH�LV�RQH�� WKH�IDVWHU�DQG�KDUGHU�PXVW�EH�
WKH�FRQVROLGDWLRQ�SURFHVV�WKDW�ZLOO�IROORZ��
)RU�8.�DQG�RWKHU�H[SRUWHUV� LQWR�WKHVH�LQWHUQDWLRQDO�PDUNHWV��DQG�IRU�
RYHUVHDV�H[SRUWHUV�LQWR�WKH�8.��WKLV�UHSRUW FDQ�EH�XVHIXO�LQ�LGHQWLI\LQJ�



PDUNHW� JURZWK� RSSRUWXQLWLHV� LQ� EURDG� WHUPV�� DQG� DVVHVVLQJ� WKH�
VWUHQJWK�DQG�ZHDNQHVVHV�RI�WKH�ORFDO�FRPSHWLWLRQ��
)RU�FRPSDQLHV�GRPLFLOHG�RXWVLGH�WKH�8.��LQFOXGLQJ�PDWHULDO�VXSSOLHUV��
PDFKLQHU\�VXSSOLHUV��FXVWRPHUV�JURXSV��LQYHVWRUV�DQG�FRPSDQLHV�RQ�
WKH�DFTXLVLWLRQ�WUDLO��WKLV�UHSRUW�FDQ�SURYLGH�D�YDOXDEOH�RYHUYLHZ�RI�WKH�
RSSRUWXQLWLHV�DQG�WUHQGV�LQ�WKH�8.�LQGXVWU\��



��� ,QWURGXFWLRQ�
7KH� SODVWLFV� PDUNHW� JDYH� ULVH� WR� D� JHQHUDWLRQ� RI� VPDOO� IDPLO\�RZQHG�
SURFHVVLQJ�EXVLQHVVHV�LQ�DOO�WKH�GHYHORSHG�PDUNHWV�LQ�WKH�����V�DQG�����V��
$W� WKLV� WLPH�� WKH� QXPEHU� RI� XSVWUHDP� SODVWLF� VXSSOLHUV� DQG� GRZQVWUHDP�
FXVWRPHUV� ZDV� LQILQLWHO\� JUHDWHU� WKDQ� WKH\� DUH� QRZ�� DQG� WKH� HQG�XVHU�
PDUNHWV�ZHUH�VWLOO�GHILQHG�DORQJ�QDWLRQDO�OLQHV�DQG�ZHUH�UHODWLYHO\�SDURFKLDO��
(TXDOO\� VLJQLILFDQWO\�� WKH� LQMHFWLRQ� PRXOGLQJ� DQG� RWKHU� SODVWLF� SURFHVVLQJ�
LQGXVWULHV�LQ�WKH�)DU�(DVW�ZHUH�LPPDWXUH�DQG�RI�QR�LPPHGLDWH�WKUHDW�WR�WKH�
LQGXVWULHV� LQ� WKH� GHYHORSHG� HFRQRPLHV� ± WKH� TXDOLW\� VWDQGDUGV�� SURGXFWLRQ�
NQRZ�KRZ� DQG� FDSDFLW\� ZHUH� VWLOO� LQVXIILFLHQW�� DQG� WKHLU� LQGXVWULHV� ZHUH�
SUHRFFXSLHG�ZLWK� GRPHVWLF� GHPDQG�� $OWKRXJK� WKH� ILUVW� ³0DGH� LQ� &KLQD´� RU�
³0DGH�LQ�.RUHD´�WR\V�DQG�EDVLF�SODVWLF�SURGXFWV�EHJDQ�WR�DSSHDU�LQ�WKH�HDUO\�
����V��WKHVH�ZHUH�YHU\�PXFK�WKH�FKHDS�HQG�RI�WKH�PDUNHW��
7ZHQW\�WR�WKLUW\�\HDUV�ODWHU��WKH�SLFWXUH�LV�YHU\�GLIIHUHQW��
7KH� XSVWUHDP� VXSSOLHU� PDUNHWV�� �LQFOXGLQJ� PDFKLQHU\� PDQXIDFWXUHUV�� DQG�
WKH� GRZQVWUHDP� FXVWRPHU� JURXSV� �HVSHFLDOO\� DXWRPRWLYH�� SDFNDJLQJ��
FRQVXPHU� JRRGV� DQG� HOHFWURQLFV�� KDYH� FRQVROLGDWHG� WR� DQ� DVWRQLVKLQJ�
GHJUHH��7KLV�KDV�FUHDWHG�VXFK�VXSSO\�DQG�EX\LQJ�SRZHU�WKDW�WKH�SURFHVVLQJ�
LQGXVWU\��ZKLFK�KDV�EHHQ�VORZ�WR�IROORZ�VXLW�� LV�VTXHH]HG�KHDYLO\�IURP�ERWK�
VLGHV�
7KH� PDUNHWV� DUH� QRZ� WUXO\� JOREDO�� ,W� KDV� EHFRPH� LQFUHDVLQJO\� GLIILFXOW� WR�
UHWDLQ� ODUJH� ORFDO� FXVWRPHUV� RI� SHUKDSV� ��� \HDUV� VWDQGLQJ� RU� PRUH�� HYHQ�
ZKHQ� WKH� FXVWRPHU� KDV� EHHQ� HQWLUHO\� VDWLVILHG� ZLWK� WKH� VXSSOLHU¶V�
SHUIRUPDQFH��+RZ�PDQ\� WLPHV�GR�ZH�KHDU� ³ZH�QHHG�D�JOREDO�VXSSOLHU´��RU�
³ZH�QHHG�RXU�VXSSOLHUV�WR�EH�ULJKW�WKHUH�ZLWK�XV�LQ�RXU�PDUNHWV´"�
7KH�HPHUJHQFH�RI� SXUFKDVLQJ� DV� D� VWUDWHJLF�EXVLQHVV� WRRO�� UDWKHU� WKDQ�DQ�
RSHUDWLRQDO�IXQFWLRQ��KDV�WDNHQ�LWV�WROO��WRR��³6RUU\��GLUHFWLYH�IURP�*URXS��ZH�
DUH�SRROLQJ�*URXS�UHTXLUHPHQWV�DQG�VRXUFLQJ�HOVHZKHUH´�
$QG�RI� FRXUVH�� WKH�SURGXFHUV� LQ� WKH�HPHUJLQJ�PDUNHWV�KDYH�FRPH�RI�DJH��
1RW�RQO\�LV�LW�QRZ�FRPPRQ�SUDFWLFH�WR�VRXUFH�SODVWLF�SDUWV�LQ�WKHVH�FRXQWULHV��
EXW� IRU� WKH� QHZ� EUHHG� RI� SURIHVVLRQDO� EX\HUV�� LW� LV� DOPRVW� QHJOLJHQW� QRW� WR�
H[SORUH�LW��7KH�TXDOLW\�RI�SURGXFW�DQG�UHOLDELOLW\�RI�VXSSO\�LQ�YHU\�PDQ\�FDVHV�
DUH�HYHU\�ELW�DV�JRRG�DV�D�ORFDOO\�SURGXFHG�SDUW�
,W� LV� QRW� VXUSULVLQJ� WKHQ�� WKDW� DQ� LQGXVWU\� WKDW�KDV�EHHQ�VORZ� WR�DGDSW�QRZ�
ILQGV�LWVHOI�LQ�WURXEOH��



%XW� WKDW� LV� QRW� DOO�� :KDW� KDV� EHHQ� KDSSHQLQJ�� GXULQJ� WKLV� SHULRG�� WR� WKH�
PDQXIDFWXULQJ� LQGXVWU\� DV�D�ZKROH"�7KLV� QHHGV� WR� EH� ORRNHG�DW�ZLWKLQ� WKH�
FRQWH[W�RI�WKLV�UHSRUW��EHFDXVH�LW�SURYLGHV�D�IUDPHZRUN�ZLWKLQ�ZKLFK�QRW�RQO\�
WKH�LQMHFWLRQ�PRXOGLQJ�LQGXVWU\�LWVHOI�KDV�EHHQ�RSHUDWLQJ��EXW�DOVR�PRVW�RI�LWV�
FXVWRPHUV��
8.�PDQXIDFWXULQJ�KDV�EHHQ�LQ�VWHDG\�GHFOLQH�IRU�PRVW�RI�WKH�SDVW����\HDUV��
$V�D�SHUFHQWDJH�RI�*'3��PDQXIDFWXULQJ�LQGXVWU\�UHSUHVHQWHG�D�PHUH�����LQ�
������ZKHUHDV�LW�VWRRG�DW�����LQ��������VHH�)LJ�������
7KHUH�LV�GHHS�IUXVWUDWLRQ�DW�WKH�ODFN�RI�PDQXIDFWXULQJ�FXOWXUH�LQ�WKH�8.��7KLV�
LV�QRW�QHZ�DQG�LV�FHUWDLQO\�QRW�DORQH�DV�D�SHUVLVWHQW�PDQXIDFWXULQJ�SUREOHP��
,W� LV� FRPPRQ� WR� DOO� PDQXIDFWXULQJ� VHFWRUV� �HVSHFLDOO\� ³ROG� HFRQRP\´�
LQGXVWULHV��� LW�PDQLIHVWV�LWVHOI� LQ�PDQ\�ZD\V�DQG��WR�VRPH�H[WHQW��WKH�WUHQGV�
DUH�YLVLEOH�LQ�DOPRVW�DOO�ZHVWHUQ�HFRQRPLHV��+RZHYHU��LW�VHHPV�WKDW�WKH�8.�
KDV�D�SDUWLFXODUO\�EDG�GRVH��$W� LWV�PRVW�EDVLF� OHYHO�� LW�FDQ�EH�EURNHQ�GRZQ�
LQWR�IRXU�HOHPHQWV�
i 7KH� VNLOOV� IUDPHZRUN�� 7KLV� LV� WKH� ODFN� RI� FRKHUHQW� DQG� ORQJ� WHUP�

SODQQLQJ� E\� VXFFHVVLYH� JRYHUQPHQWV� WR� IRVWHU� SULGH� LQ� D� SURIHVVLRQ��
HQFRXUDJH�WKH�GHVLUH� WR� OHDUQ�DQG�SURPRWH� WKH�SXUVXLW�RI�H[FHOOHQFH��
7KLV�LV�D�KXJH�DQG�YHU\�FRPSOH[�VHULHV�RI�LQWHU�FRQQHFWHG�LVVXHV�DQG�
LV�WKH�UHVXOW�RI�GHFDGHV�RI�QHJOHFW��EXW�LW�JRHV�ULJKW�WR�WKH�KHDUW�RI�8.�
PDQXIDFWXULQJ�� 7KHUH� LV� GHSUHVVLQJ� HYLGHQFH� WKDW� WKH� FXUUHQW�
JRYHUQPHQW� UHJDUGV�8.�PDQXIDFWXULQJ�DV�D� ORVW�FDXVH�� UHSUHVHQWLQJ�
³RQO\´�����RI�*'3�± �VHH�)LJ�������,I�8.�PDQXIDFWXULQJ�LV�QRW�WR�VKULQN�
IXUWKHU�� WKHUH� LV� DQ� XUJHQW� QHHG� IRU� D� FRRUGLQDWHG� HIIRUW� WR� DGGUHVV�
WKHVH� LVVXHV�� DOWKRXJK� LW� PLJKW� WDNH� DV� PXFK� DV� D� JHQHUDWLRQ� WR�
FKDQJH� WKH� PLQGVHW� DW� VKRS� IORRU� OHYHO�� ,W� PXVW� VWDUW� ZLWK� D� FOHDU�
VWDWHPHQW� IURP� WKH� *RYHUQPHQW� WKDW� PDQXIDFWXULQJ� LV� DQ� HVVHQWLDO�
FRPSRQHQW�RI�WKH�QDWLRQDO�HFRQRP\��DQG�EH�IROORZHG�E\�FRUUHVSRQGLQJ�
DFWLRQ� WR� ³MRLQ� XS´� WKH� SROLFLHV� LQ� HGXFDWLRQ�� VRFLDO� VHFXULW\��
HPSOR\PHQW��WHFKQRORJ\��WD[DWLRQ�DQG�ILQDQFH�DQG�LQGXVWU\�LQ�D�VLQJOH��
FRKHUHQW�VWUDWHJ\�WR�UHJHQHUDWH�PDQXIDFWXULQJ�LQGXVWU\�± QRW�TXLFN�IL[��
KHDGOLQH� JUDEELQJ�PHDVXUHV� EXW� ORQJ� WHUP�PHDVXUHV� WR XQGHUSLQ� D�
UHWXUQ�WR�D�VNLOOV�EDVHG�HFRQRP\��

i 7KH� PDQXIDFWXULQJ� LPDJH�� 7KH� GULIW� LQ� \RXQJ� SHRSOH� DZD\� IURP�
WHFKQLFDO� VNLOOV� DQG� DZD\� IURP�PDQXIDFWXULQJ� LV� DOVR� D� VRFLDO� LVVXH��
7KH\�DUH�OXUHG�SHUKDSV�E\�WKH�³IXWXUH�SURPLVH´�RI�VRIWZDUH�DQG�LQWHUQHW�
VHUYLFHV�� EXW� WKH\� DUH� DOVR� GLVVXDGHG� E\� WKH� LPDJHU\� RI� KDUG� ZRUN��
ULJLG� ³�� WR� �´� ZRUNLQJ� SUDFWLFHV�� UHSHWLWLYH� DQG� ³ERULQJ´� RFFXSDWLRQV��
KLJK� SUHVVXUH� ZRUN� HQYLURQPHQWV� ZLWK� WKH� FRQVWDQW� WKUHDW� RI� FRVW�
FXWWLQJ�UHGXQGDQFLHV�± DQG�DOO� WKDW� IRU�FRPSDUDWLYHO\� ORZ�SD\��7KLV� LV�
DQ�DUHD�ZKLFK�PDQXIDFWXULQJ� LQGXVWU\� LWVHOI�PXVW�DGGUHVV��DV�ZHOO�DV�
JRYHUQPHQWV��VFKRROV��XQLYHUVLWLHV�DQG�MRE�FHQWUHV��



i 7KH�³SODWIRUP�8.´�VWUDWHJ\��7KH�8.�KDV�GHOLEHUDWHO\�VHW�RXW�WR�FXOWLYDWH�
D� UHSXWDWLRQ� IRU� ORZ� HPSOR\PHQW� DQG� PDQXIDFWXULQJ� FRVWV�� ZLWKRXW�
DGGUHVVLQJ� SURSHUO\� WKH� UHYHUVH� VLGH� RI� WKH� FRLQ�� SURGXFWLYLW\�� ,Q�
SUDFWLFH�� ZKDW� ZH� KDYH� LV� WKH� ZRUVW� RI� ERWK� ZRUOGV�� D� ORZ�FRVW� VHOI�
LPDJH�ZKLFK�LV�VWHHULQJ�ORZ�FRVW�EXGJHWV�DQG�VWUDWHJLHV��EXW�IDLOLQJ�WR�
SURGXFH� ORZ�FRVW� SURGXFW�� 7KLV� LV� EHFDXVH� WKHVH� VDPH� ORZ�FRVW�
VWUDWHJLHV�DUH�DFWXDOO\�ORVLQJ�JURXQG�LQ�WHUPV�RI�SURGXFWLYLW\�EHFDXVH�RI�
ORZ�FRVW� DWWLWXGHV� WR� WUDLQLQJ�� SD\�� LQGXVWULDO� UHODWLRQV�� PRUDOH�� DQG�
VNLOOV�� 7KH� EHQHILWV� RI� ORZ� HPSOR\PHQW� FRVWV� DUH� WKHUHIRUH� ORVW�� ,W� LV�
LQFUHGLEO\ GLIILFXOW� WR� OLIW� D� ORZ�FRVW�PDUNHWLQJ�VWUDWHJ\� LQWR�D�QLFKH�RU�
DQ\� RWKHU� GLIIHUHQWLDO� VWUDWHJ\�� DQG� WKH� VDPH�ZLOO� DSSO\� WR� D� ORZ�FRVW�
QDWLRQDO� PDQXIDFWXULQJ� VWUDWHJ\�� ,Q� VKRUW�� LW� LV� D� VWUDWHJ\� WKDW� KDV�
PDQLIHVWO\�IDLOHG��DQG�ZH�VKRXOG�EH�FRQVLGHULQJ�WKH RSWLRQV�IRU�ZKDW�LV�
OHIW� RI� D� GHFLPDWHG� PDQXIDFWXULQJ� LQGXVWU\�� 6XFFHVVLYH� 8.�
JRYHUQPHQWV�DUH� MXVW�DV�GHHSO\� LPSOLFDWHG�KHUH��DV� LV�PDQXIDFWXULQJ�
LQGXVWU\�LWVHOI���

i 7KH�VKRUW�WHUP�SODQQLQJ�F\FOHV�RI�8.�LQGXVWU\��GULYHQ�E\�WKH�GHPDQGV�
RI� WKH�FDSLWDO�PDUNHWV�� ,Q� WKLV�FRQWH[W�� WUDLQLQJ�DQG�VWDII�GHYHORSPHQW�
DUH� FRVWO\� RYHUKHDGV�� DQG� WKHVH� KDYH� W\SLFDOO\� EHHQ� DPRQJ� WKH� ILUVW�
YLFWLPV�RI�FRVW� UHGXFWLRQ�SURJUDPPHV� LQ� WKH�GULYH� WR�PHHW�VKRUW�WHUP�
SURILWDELOLW\��3HUKDSV� IRU� WKLV� UHDVRQ�� WKHUH�KDV�QRW�EHHQ� WKH�GHPDQG�
IRU� WKH� W\SH� DQG� TXDOLW\� RI� WUDLQLQJ� LQIUDVWUXFWXUH� WKDW� LV� IRXQG�� IRU�
LQVWDQFH��LQ�*HUPDQ\��DQG�JRYHUQPHQWV�KDYH�WKHUHIRUH�QRW�GHOLYHUHG��
7KH�LQYHVWRU�FRPPXQLW\�FDQ�KHOS�E\�SURPRWLQJ�ORQJHU�WHUP�SODQQLQJ�LQ�
PDQXIDFWXULQJ�DQG�HQFRXUDJLQJ�EXVLQHVV�WR�WUHDW�LQYHVWPHQW�LQ�SHRSOH�
ZLWK�WKH�VDPH�KLJK�SULRULW\�DV�LQYHVWPHQW�LQ�SODQW�DQG�IDFLOLWLHV�

7ZR�IXUWKHU�SRLQWV�DUH�ZRUWK�QRWLQJ��7KH�VWUHQJWK�RI�WKH�SRXQG�DQG�WKH�8.¶V�
GHFLVLRQ� WR� UHPDLQ� RXWVLGH� WKH� (XUR� ]RQH� GXULQJ� WKH� LQLWLDO� SKDVH� DUH�
FRPSOHWHO\�IDOODFLRXV�DUJXPHQWV�ZKHQ�LW�FRPHV�WR�H[FXVHV�IRU�SRRU�LQGXVWULDO�
SHUIRUPDQFH�LQ�WKH�8.��7KHUH�LV�RQH�VLPSOH�DQVZHU�IRU�WKH�FXUUHQF\�LVVXH��D�
KDUG�FXUUHQF\�VXVWDLQHG�*HUPDQ\�DQG�-DSDQ�IRU� IRUW\�\HDUV��EHFDXVH� WKH\�
ERWK� XVHG� WKH� RSSRUWXQLW\� WR� LQYHVW� LQ� WUDLQLQJ�� WHFKQRORJ\� DQG� KLJKHU�
SURGXFWLYLW\��DQG�WKURXJKRXW�WKLV�SHULRG��ERWK�FRXQWULHV� OHG�WKH�ZRUOG��DORQJ�
ZLWK� WKH� 86�� LQ� H[SRUWV�� 7KH� SUREOHPV� HDFK� FRXQWU\� QRZ� IDFHV� DUH� QRW�
GLUHFWO\�UHODWHG�WR�WKH�YDOXH�RI�WKH�FXUUHQF\�RYHU�WKLV�SHULRG��
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)LJ�������8.�0DQXIDFWXULQJ�2XWSXW�DV���RI�*'3

�6RXUFH��216�

6R�� DQ� LQGXVWU\� WKDW� KDV� IUDQNO\� IDLOHG� WR� DGDSW� WR� LWV� RZQ� FKDQJHG�
FLUFXPVWDQFHV��DOVR�VKDUHV� WKH�SUREOHPV�DVVRFLDWHG�ZLWK�GHFDGHV�RI�SRRU�
PDQDJHPHQW�RQ�D QDWLRQDO�PDQXIDFWXULQJ�OHYHO���
6DGO\��WKHUH�LV�VWURQJ�HYLGHQFH�WKDW�WKH GDQJHU�VLJQV�DUH�VWLOO�EHLQJ�LJQRUHG�
LQ�D�³KHDG�LQ�WKH�VDQG´�PHQWDOLW\��DV�VPDOO�PRXOGHUV�WU\�WR�HVFDSH�E\�VLPSO\�
SHGDOOLQJ�KDUGHU��LQVWHDG�RI�VWRSSLQJ�WR�SODQ�WKHLU�ZD\�RXW�RI�GLIILFXOWLHV��
7R� LOOXVWUDWH� WKH�VFDOH�RI� WKH�FKDOOHQJH��D�UHFHQW�VXUYH\�RI� WKH�8.�SODVWLFV�
LQGXVWU\�E\�)DUDGD\�3ODVWLFV�3DUWQHUVKLS��VKRZHG�WKDW�����RI�PRXOGHUV�KDG�
QR�TXDOLW\�DFFUHGLWDWLRQV������RI�HTXLSPHQW�LV�RYHU�WKUHH�\HDUV�ROG�DQG�����
RI�VWDII�DUH�QRW�WHFKQLFDOO\�TXDOLILHG�RU�RI�JUDGXDWH�VWDWXV��
(YHQ�WKRXJK�WKH�GHPDQG�IRU�SODVWLF�LQMHFWLRQ�PRXOGHG�SURGXFWV�LV�H[SHFWHG�
WR�FRQWLQXH�WR�JURZ�DW�DERYH�DYHUDJH�UDWHV�IRU�PRVW�RI�WKH�QH[W�GHFDGH��WKH�
LQGXVWU\� ZLOO� EH� IRUFHG� WR� UDWLRQDOL]H� DQG� FRQVROLGDWH�� RI� WKDW� WKHUH� LV� QR�
TXHVWLRQ��7KHUH�ZLOO�EH�ORVHUV�LQ�WKLV�SURFHVV��7KHUH�DUH DOVR�XUJHQW�OHVVRQV�
WR�EH� OHDUQHG� IURP� LQWHUQDWLRQDO�FRPSHWLWRUV�DV�ZHOO�DV� WKH�VXFFHVVIXO�8.�
PRXOGHUV� � WKHUH� DUH� LQGHHG� VRPH� RXWVWDQGLQJ� H[DPSOHV� RI� ZRUOG� FODVV�
PRXOGLQJ� FRPSDQLHV� LQ� WKH� 8.� DQG� WKHLU� VNLOOV�� DWWULEXWHV� DQG� EXVLQHVV�
VWUDWHJLHV�DUH� LQ�PDUNHG�FRQWUDVW� WR�WKH�RYHUDOO�SHUIRUPDQFH�RI� WKH�VHFWRU��
)RU�WKRVH�FRPSDQLHV�ZKR�GR�QRW�DGDSW�TXLFNO\�LQ�WKLV�ZD\��WKH�LVVXH�ZLOO�EH�
RQH�RI�VXUYLYDO�
*LYHQ�WKDW�LQMHFWLRQ�PRXOGLQJ�LV�D�UHODWLYHO\�PDWXUH�PDUNHW��WKH�RSSRUWXQLWLHV�
DUH�QRW�VR�PXFK�LQ�JURXQG�EUHDNLQJ�PDUNHW�LQQRYDWLRQV��DOWKRXJK�WKHUH�DUH�
VRPH�VXFFHVV�VWRULHV�KHUH�WRR���SODVWLFV�KDYH�VRPH�ZD\�WR�JR�LQ�VXFK�ILHOGV�
DV�PHWDO�DQG�JODVV�UHSODFHPHQW�DQG�UHF\FOLQJ���7KH�RSSRUWXQLWLHV�ZLOO�EH�LQ�



QLFKH� PDUNHWV�� QHZ� DSSOLFDWLRQV� IRU� H[LVWLQJ� SURGXFWV� DQG� LQ� LQFUHDVHG�
PDUNHW�VKDUH�WKURXJK�VXSHULRU�SDUW�DQG�PRXOG�GHVLJQ��DGYDQFHG�PRXOGLQJ�
WHFKQRORJ\��KLJKO\�VNLOOHG�VWDII��PDUNHW�RU�SURGXFW�VSHFLDOL]DWLRQ��VFDOH�DQG�
SURGXFWLYLW\�� VXSHUE� TXDOLW\� RI� SURGXFW� DQG� IDVW�� UHVSRQVLYH� DQG� IOH[LEOH�
FXVWRPHU� VHUYLFH� ± QRW� PXFK� WR� DLP� IRU�� UHDOO\�� 7KLV� UHTXLUHV� ORQJ� WHUP�
SODQQLQJ� DQG� LQYHVWPHQW� DQG� WKH� UHDO� LQQRYDWLRQV� ZLOO� IORZ� IURP� WKHVH�
PHDVXUHV�
+RZ� GRHV� WKH� VPDOO�� IDPLO\� RZQHG� EXVLQHVV� � VWUXJJOLQJ� WR� EUHDN� HYHQ�
PRQWK�DIWHU�PRQWK��XQDEOH� WR�DIIRUG�VNLOOHG�VWDII�RU� ORQJ� WHUP� LQYHVWPHQWV��
ILJKWLQJ�WR�KROG�RQ�WR�FXVWRPHUV�ZHHN�LQ��ZHHN�RXW��OXUFKLQJ�IURP�RQH�FULVLV�
WR� WKH�QH[W�± KRZ�GRHV� WKLV�EXVLQHVV� OLIW� LWV�JDPH� WR� WKHVH�GL]]\�KHLJKWV"�
7KH�DQVZHUV�DUH�DV�KDUG�DV�WKH�TXHVWLRQV��EXW�WKHUH�DUH�ZD\V�WR�EHJLQ�WKH�
MRXUQH\�
,Q�WKH�ILQDO�DQDO\VLV��LI�WKH�PRXOGHU�LV�XQDEOH�RU�XQZLOOLQJ�WR�WDNH�WKHVH�VWHSV��
WKHQ�KH�KDG�EHWWHU�SUHSDUH�WR�VHOO�KLV�EXVLQHVV��,Q�PDQ\�FDVHV��WKDW�PD\�EH�
D�SHUIHFWO\�OHJLWLPDWH�VWUDWHJ\��


