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8QLYHUVLW\�RI�0LFKLJDQ

'DYLG�:DWHUPDQ

,QGLDQD�8QLYHUVLW\

7KURXJK�RXU�WLWOH���7HOHSKRQ\��WKH�,QWHUQHW��DQG�WKH�0HGLD���ZH�LQWHQG�WR�UHIOHFW�WKH�GLYHUVLW\�RI�WKH
7HOHFRPPXQLFDWLRQV�3ROLF\�5HVHDUFK�&RQIHUHQFH��:H�DOVR�KDYH�PRUH�VXEVWDQWLYH�UHDVRQV�WR
JURXS�SDSHUV�LQYROYLQJ�WKHVH�VHHPLQJO\�GLIIHUHQW�LQGXVWULHV�XQGHU�WKH�VDPH�URRI�

2QH�UHDVRQ�LV�WKH�LQFUHDVLQJ�GLIILFXOW\�RI�FRQVLGHULQJ�WKH�SROLF\�SUREOHPV�RI�RQH�FRPPXQLFDWLRQV
LQGXVWU\�LQ�LVRODWLRQ�IURP�WKH�RWKHUV��7KLUW\�\HDUV�DJR��SUREDEO\�WKH�PRVW�VLJQLILFDQW�UHODWLRQVKLS
EHWZHHQ�WHOHSKRQ\�DQG�WKH�PHGLD�ZDV�WKH�FDEOH�LQGXVWU\
V�QHHG�IRU�DFFHVV�WR�WHOHSKRQH�SROHV�WR
KDQJ�FRD[LDO�FDEOH��7RGD\��WHOHSKRQH�FRPSDQLHV�DQG�FDEOH�FRPSDQLHV�LQFUHDVLQJO\�DUH�RIIHULQJ
HDFK�RWKHU
V�VHUYLFHV�WR�FRQVXPHUV��FUHDWLQJ�D�PD]H�RI�SROLF\�GLOHPPDV�WKDW�LQ�WKH�8�6�
FXOPLQDWHG�LQ�WKH�7HOHFRPPXQLFDWLRQV�$FW�RI�������:LWK�WKH�H[FHHGLQJO\�IDVW�JURZWK�RI�WKH
,QWHUQHW��IURP�HVVHQWLDOO\�QRWKLQJ�RQO\�ILYH�\HDUV�DJR��D�WKLUG��LQGXVWU\´��KDV�FRPSOLFDWHG
FRPPXQLFDWLRQV�SROLF\�VWLOO�IXUWKHU�

2Q�WKH�LQSXW�VLGH��WKH�,QWHUQHW�XVHV�ERWK�WHOHSKRQH�DQG�FDEOH�IDFLOLWLHV��7KH�,QWHUQHW
V�RXWSXWV
LQFOXGH�QHZ�FRPPXQLFDWLRQ�IRUPV�WKDW�VRPHWLPHV�VXEVWLWXWH�IRU��VRPHWLPHV�FRPSOHPHQW
WUDGLWLRQDO�WHOHSKRQH�VHUYLFH�DQG�PHGLD�SURJUDPV���5DGLR��QHZVSDSHUV��YRLFH�WHOHSKRQ\�DQG
VWUHDPLQJ�YLGHR�DOO�DUH�IRXQG�LQ�YDULRXV�VWDJHV�RI�PDWXULW\�RQ�WKH�,QWHUQHW���,W�LV�QRW�UHDFKLQJ�WR�VD\
WKDW�QR�ORQJHU�FDQ�DQ\�WHOHFRPPXQLFDWLRQV�SROLF\�EH�VWULFWO\�OLPLWHG�WR�D�VLQJOH�FRPPXQLFDWLRQV
PHGLXP��

$�VHFRQG�UHDVRQ�WR�FRPELQH�SDSHUV�RQ�YDULRXV�FRPPXQLFDWLRQV�LQGXVWULHV�LV�WKH�RSSRUWXQLW\�WR
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OHDUQ�FRPPRQ�SROLF\�OHVVRQV��0RVW�FRPPXQLFDWLRQV�LQGXVWULHV�VKDUH�IXQGDPHQWDO�HFRQRPLF
FKDUDFWHULVWLFV��VXFK�DV�VWURQJ�HFRQRPLHV�RI�VFDOH�ZLWK�UHVSHFW�WR�WKH�QXPEHU�RI�FRQVXPHUV��DQG
FRPPRQ�VRFLDO�FRQFHUQV��VXFK�DV�IUHHGRP�RI�VSHHFK�DQG�SULYDF\�LVVXHV��$V�WKH�FKDSWHUV�LQ�WKLV
YROXPH�UHIOHFW��WKHVH�FRPPRQ�FRQFHUQV�DUH�HVSHFLDOO\�LPSRUWDQW�IRU�,QWHUQHW�UHVHDUFK��,QWHUQHW
FRQWHQW�FRQWURO��VWDQGDUG�VHWWLQJ��DQG�QHWZRUN�LQWHUFRQQHFWLRQ�SULFLQJ�LVVXHV��IRU�H[DPSOH��SDUDOOHO
WKH�VDPH�LVVXHV�LQ�WKH�PHGLD�RU�WHOHSKRQ\���,I�SROLF\�OHDUQLQJ�IRU�WKH�,QWHUQHW�LV�WR�SURJUHVV�LQ�WKH
VDPH�EOLQGLQJO\�IDVW�³,QWHUQHW�\HDUV´�WKDW�WKH�PHGLXP�LWVHOI�LV�JURZLQJ��LW�ZLOO�EH�LPSRUWDQW�WR�OHDUQ
IURP�H[SHULHQFH�LQ�WKH�PHGLD�DQG�WHOHSKRQ\�

7KH�UHPDUNDEOH�SDFH�RI�FKDQJH�WKDW�LV�PHUJLQJ�WKH�WHFKQRORJLFDO��HFRQRPLF��DQG�SROLF\�LVVXHV�LQ
FRPPXQLFDWLRQV�KDV�FRQWLQXHG�XQDEDWHG�LQ�WKH�\HDU�VLQFH�WKH�ODVW�HGLWLRQ�RI�WKH�735&�6HOHFWHG
3DSHUV�YROXPH��7KHUH�LV�QR�VKRUWDJH�RI�VXEMHFW�PDWWHU�IRU�735&�DXWKRUV��2QH�PDMRU�VRXUFH�RI
FKDQJH�LQ�WKH�8�6��KDV�EHHQ�WKH�LPSOHPHQWDWLRQ�RI�WKH�7HOHFRPPXQLFDWLRQV�$FW�RI��������6RPH�RI
WKH�SUR�FRPSHWLWLYH�HIIHFWV�DUH�HPHUJLQJ�VORZO\��SDUWO\�GXH�WR�VWLOO�SHQGLQJ�OHJDO�FKDOOHQJHV�WR
SURYLVLRQV�IRU�ORFDO�WHOHSKRQH�FRPSDQ\�HQWU\�LQWR�ORQJ�GLVWDQFH�VHUYLFH���7KH�GHEDWH�RQ�,QWHUQHW
FRQWHQW�FRQWURO�ZDV�KLJKOLJKWHG�E\�WKH�6XSUHPH�&RXUW�QXOOLILFDWLRQ�RI�WKH�$FW
V�FRQWHQW�³GHFHQF\´
SURYLVLRQV���,Q�PDMRU�GHYHORSPHQWV��WKH�)&&�LPSOHPHQWHG�WHOHSKRQ\�DFFHVV�FKDUJH�UHIRUP�DQG
LVVXHG�UXOHV�WR�LPSOHPHQW�XQLYHUVDO�DFFHVV�UHIRUP���1RWDEOH�LQ�WKH�ODWWHU�ZDV�WKH�FRQYHUJHQFH
EHWZHHQ�WHOHSKRQ\�DQG�,QWHUQHW�SROLF\��D�QRQSURILW�FRUSRUDWLRQ�ZDV�IRUPHG�WR�HVWDEOLVK�XQLYHUVDO
,QWHUQHW�DFFHVV�WKURXJK�VFKRROV�DQG�OLEUDULHV���,Q�DGGLWLRQ��PRVW�VWDWHV�KDYH�EHHQ�DGMXVWLQJ�WKHLU
SROLFLHV�WR�FRQIRUP�WR�WKH�QHZ�IHGHUDO�ODZ�

�����ZDV�D�ELJ�\HDU�IRU�LQWHUQDWLRQDO�SROLF\���7KH�:RUOG�7UDGH�2UJDQL]DWLRQ�UHDFKHG�D�PDMRU
DJUHHPHQW�RQ�WHOHFRPPXQLFDWLRQV�FRPSHWLWLRQ��LQ�ZKLFK����FRXQWULHV��UHSUHVHQWLQJ�RYHU�����RI
ZRUOG�WHOHFRPPXQLFDWLRQV�DFWLYLW\��DJUHHG�RQ�D�IUDPHZRUN�IRU�IDU�UHDFKLQJ�OLEHUDOL]DWLRQ���6RPH�RI
WKH�FRQVHTXHQFHV�DUH�GLVFXVVHG�LQ�FKDSWHUV�EHORZ���7KHUH�ZDV�DOVR�D�PDMRU�LQWHUQDWLRQDO�GHEDWH
DERXW�WKH�JRYHUQDQFH�RI�WKH�,QWHUQHW��ZLWK�D�IRFXV�RQ�WKH�RZQHUVKLS�DQG�DOORFDWLRQ�RI�SURSHUW\
ULJKWV�LQ�,QWHUQHW�DGGUHVV�QDPHV���$Q�DG�KRF�LQWHUQDWLRQDO�PDQDJHPHQW�DXWKRULW\�ZDV�HVWDEOLVKHG�
EXW�LW�UHPDLQV�WR�EH�VHHQ�ZKHWKHU�LW�LV�WUHDWHG�DV�DXWKRULWDWLYH��

'HVSLWH�WKH�KHDY\�DWWHQWLRQ�WR�WHOHSKRQ\�DQG�,QWHUQHW�RYHU�WKH�SDVW�FRXSOH�RI�\HDUV��PDMRU
GHYHORSPHQWV�FRQWLQXHG�LQ�PHGLD�SROLF\���1RWDEOH�LQ�WKH�8�6��ZHUH�WKH�SURPXOJDWLRQ�RI�QHZ
JXLGHOLQHV�IRU�FKLOGUHQ¶V�EURDGFDVW�WHOHYLVLRQ��DQG�PDQGDWHG�VWDQGDUGV�IRU�D�9�FKLS��D�KDUGZDUH
GHYLFH�WKDW�DOORZV�SDUHQWV�WR�EORFN�DFFHVV�WR�SURJUDPV�FDUU\LQJ�FHUWDLQ�ODEHOV����7KH�)&&�DOVR
ILQDOL]HG�LWV�UXOHV�IRU�DOORFDWLQJ�GLJLWDO�79�EDQGZLGWK�WR�H[LVWLQJ�EURDGFDVWHUV��ZLWK�D�SURYLVLRQ�IRU
DXFWLRQLQJ�UHFODLPHG�DQDORJ�EDQGZLGWK�LQ�WHQ�\HDUV��

7KH�WHOHFRP�LQGXVWULHV�ZHUH�EXV\�ZKLOH�GRPHVWLF�DQG�LQWHUQDWLRQDO�SROLFLHV�ZHUH�EHLQJ�UHYLVHG�
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0&,�DJUHHG�WR�EH�SXUFKDVHG�E\�:RUOGFRP�IRU�����ELOOLRQ�LQ�WKH�ODUJHVW�8�6��GHDO�HYHU���7KLV�GHDO
FRPELQHG�WKH�VHFRQG�DQG�IRXUWK�ODUJHVW�8�6��ORQJ�GLVWDQFH�SURYLGHUV��DQG�WZR�RI�WKH�OHDGLQJ
,QWHUQHW�SURYLGHUV���6RXWKZHVWHUQ�%HOO�DQG�3DFWHO�FRPSOHWHG�WKHLU�������ELOOLRQ�PHUJHU�LQ�$SULO��%HOO
$WODQWLF�DQG�1\QH[�FRPSOHWHG�WKHLU�������ELOOLRQ�PHUJHU�LQ�$XJXVW���1HZ�DOOLDQFHV�DPRQJ�YDULRXV
QDWLRQDO�PRQRSRO\�FDUULHUV�ZHUH�DQQRXQFHG��LQ�SDUW�DQWLFLSDWLQJ�WKH�RSHQLQJ�RI�FURVV�ERUGHU
WHOHFRP�FRPSHWLWLRQ�LQ�WKH�(XURSHDQ�8QLRQ�

:LWK�WKH�FRQWLQXLQJ�FRQYHUJHQFH�DQG�LQWHUDFWLRQ�EHWZHHQ�WUDGLWLRQDOO\�VHSDUDWH�WHOHFRP�LQGXVWULHV�
LW�LV�QRW�HDV\�WR�VHJPHQW�RXU����VHOHFWHG�SDSHUV�IURP�WKH������735&�LQWR�ZHOO�GHILQHG�FDWHJRULHV�
7R�DVVLVW�WKH�UHDGHU��ZH�KDYH�RUJDQL]HG�WKH�ERRN�LQ���JHQHUDO�VHFWLRQV��7KH�ILUVW�LV�ODEHOHG
�+LVWRULFDO���D�FDWHJRU\�WKDW�LV�VSHFLDO�WR�WKH���WK�$QQLYHUVDU\�HGLWLRQ�RI�WKH�735&���7HOHSKRQ\��
�7KH�,QWHUQHW���DQG���7KH�0HGLD���IROORZ��DQG�ZH�FRQFOXGH�ZLWK��&RPSDUDWLYH�6WXGLHV�LQ�7HOHSKRQH
DQG�6DWHOOLWH�3ROLF\����5HDGHUV�ZLOO�QRWLFH�UHSHDWHG�WKHPHV�DQG�FURVV�FRQQHFWLRQV�EHWZHHQ�WKH
FKDSWHUV�LQ�WKHVH�VHFWLRQV�

+LVWRULFDO

%UXFH�2ZHQ��LQ�³$�1RYHO�&RQIHUHQFH��7KH�2ULJLQV�RI�WKH�735&�´�VHWV�WKH�FRQWH[W�E\�UHYLHZLQJ�WKH
735&
V����\HDU�KLVWRU\�DQG�LWV�FRQWULEXWLRQV�WR�WHOHFRPPXQLFDWLRQV�UHVHDUFK�DQG�SROLF\�PDNLQJ�
2ZHQ�GHVFULEHV�WKH�:DVKLQJWRQ�LQ�ZKLFK�WKH�ILUVW�FRQIHUHQFH�ZDV�KHOG�LQ�������XQGHU�DXVSLFHV�RI
WKH�ROG�2IILFH�RI�7HOHFRPPXQLFDWLRQV�3ROLF\��DV�D��ORQHO\�DQG�LQKRVSLWDEOH�SODFH��WR�WKH
DFDGHPLFDOO\�PLQGHG�LQ�WHOHFRPPXQLFDWLRQV��,Q�PDNLQJ�LWV�MRXUQH\�IURP�WKDW����SUHVHQWHU�PHHWLQJ
KHOG�DW�WKH�ROG�([HFXWLYH�%XLOGLQJ��WR�WKH�IDU�ODUJHU�SUHVHQW�GD\�FRQIHUHQFH��WKH�735&�KDV�OHIW�D
VXEVWDQWLDO�ZDNH�

,Q�UHYLHZLQJ�WKH�735&
V�FRQWULEXWLRQV��2ZHQ�FLWHV�ERWK�LWV��LQSXWV���DQ�H[WUDRUGLQDU\�LQFUHDVH��
IURP�YLUWXDOO\�]HUR��LQ�WKH�QXPEHU�RI�HFRQRPLVWV�DQG�RWKHU�SURIHVVLRQDOV�HPSOR\HG�E\�WKH�)&&�DQG
RWKHU�:DVKLQJWRQ�DJHQFLHV�LQYROYHG�ZLWK�FRPPXQLFDWLRQV�SROLF\��DQG�LWV��RXWSXWV���WKH�735&
V
UROH�LQ�WKH�UHYROXWLRQDU\�UHIRUPV�LQ�WHOHFRPPXQLFDWLRQV�UHJXODWLRQ��7KH�)&&��KH�QRWHV��QRZ
URXWLQHO\�FRQVLGHUV�HFRQRPLF�ZHOIDUH�HIIHFWV�LQ�LWV�GHOLEHUDWLRQV��DQG�D�ZKROH�QHZ�DFFRPSDQ\LQJ
VHW�RI�DUJXPHQWV�IUDPH�WKH�:DVKLQJWRQ�GHEDWH�RQ�WHOHFRPPXQLFDWLRQV�SROLF\��7KH�XQLTXH
FRQWULEXWLRQ�RI�WKH�735&��2ZHQ�QRWHV�LQ�FRQFOXVLRQ��LV�WKH��LQYLVLEOH�FROOHJH��RI�FRPPXQLFDWLRQ
UHVHDUFKHUV�WKURXJKRXW�WKH�ZRUOG�WKDW�FROODERUDWH�DQG�GHOLYHU�UHOHYDQW�SROLF\�DQDO\VLV�WR
JRYHUQPHQW�DJHQFLHV�
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7HOHSKRQ\

5HFHQW�8�6��WHOHFRP�SROLF\�GLVFXVVLRQ�KDV�EHHQ�GRPLQDWHG�E\�WKH�7HOHFRPPXQLFDWLRQV�$FW�RI
������7KLV�VZHHSLQJ�OHJLVODWLRQ�ZDV�ERWK�D�UHDFWLRQ�WR�WKH�PDMRU�WUDQVIRUPDWLRQV�LQ�WHOHFRP
WHFKQRORJ\�DQG�PDUNHWV��DQG�D��SDUWLDO��URDGPDS�WR�WKH�IXWXUH�FRPSHWLWLYH�ODQGVFDSH���:LWKLQ�WKLV
FRQWH[W��ZH�KDYH�IRXU�FKDSWHUV�GHYRWHG�WR�FXUUHQW�LVVXHV�LQ�WHOHSKRQ\���7KH�ILUVW�WZR�FRQFHUQ
UHJXODWLRQ�DQG�FRPSHWLWLRQ�LQ�ORFDO�VHUYLFH��ZKLOH�WKH�QH[W�SDLU�H[DPLQH�UHJXODWRU\�DUELWUDJH
SUHVVXUHV�RQ�LQWHUQDWLRQDO�SKRQH�WUDIILF�

,Q�³$�7HFKQLFR�(FRQRPLF�0HWKRGRORJ\�IRU�WKH�$QDO\VLV�RI�/RFDO�7HOHSKRQH�0DUNHWV�´�)DULG�*DVPL�
-HDQ�-DFTXHV�/DIIRQW�DQG�:LOOLDP�6KDUNH\�GHYHORS�D�IUDPHZRUN�IRU�PRGHOLQJ�UHJXODWLRQ�WKDW
FRPELQHV�IRUZDUG�ORRNLQJ�FRVW�DQDO\VLV�ZLWK�WKH�PRGHUQ�WKHRU\�RI�UHJXODWLRQ�XQGHU�DV\PPHWULF
LQIRUPDWLRQ��7KH�DXWKRUV�SUHVHQW�ERWK�PHWKRG�DQG�UHVXOWV�LQ�DQ�DSSURDFK�WKDW�FRPELQHV�DQ
HQJLQHHULQJ�SURFHVV�PRGHO�RI�WHOHFRPPXQLFDWLRQV�VHUYLFH�FRVWV�ZLWK�DQ�HFRQRPLF�PRGHO�RI
UHJXODWLRQ�DQG�FRPSHWLWLRQ��

*DVPL��HW�DO�XVH�WKHLU�PRGHO�WR�H[DPLQH�VHYHUDO�ORQJ�VWDQGLQJ�LVVXHV�LQ�WHOHFRP�UHJXODWLRQ���,Q�RQH
VXFK�DQDO\VLV�WKH\�ILQG�WKDW�GHVSLWH�WKH�SUREOHP�RI�SULYDWH�LQIRUPDWLRQ�QRW�GLUHFWO\�DYDLODEOH�WR
UHJXODWRUV��WKH�GHYLDWLRQ�EHWZHHQ�ILUVW�EHVW�DQG�RSWLPDO�UHJXODWHG�SULFHV�QHHG�QRW�EH�ODUJH���7KH\
DOVR�ILQG�WKDW�WKH�RSWLPDO�UHJXODWRU\�SULFHV�FDQ�EH�ZHOO�DSSUR[LPDWHG�WKURXJK�UHDVRQDEO\�VLPSOH
OLQHDU�SULFLQJ�UXOHV���7KH�DXWKRUV�WKHQ�DSSO\�WKH�PHWKRG�WR�D�FRPSDULVRQ�RI�DOWHUQDWLYH�UHJXODWRU\
DSSURDFKHV���7KH\�SUHVHQW�PDQ\�LQWHUHVWLQJ�UHVXOWV��LQFOXGLQJ�VXSSRUW�IRU�WKH�VXSHULRU
SHUIRUPDQFH�RI�SULFH�FDS�UHJXODWLRQ�

/RFDO�VHUYLFH�UHJXODWLRQ�LQ�WKH�8�6��DQG�HOVHZKHUH�PXVW�LQFUHDVLQJO\�DFFRPPRGDWH�IDFLOLWLHV�EDVHG
FRPSHWLWLRQ���,Q�WKH�8�.���IRU�H[DPSOH��PRVW�FXVWRPHUV�DOUHDG\�KDYH�D�FKRLFH�EHWZHHQ�DW�OHDVW�WZR
SURYLGHUV���,Q�WKH�8�6��PRVW�ZLUHOLQH�FRPSHWLWLRQ�WKXV�IDU�KDV�EHHQ�WKURXJK�UHVHOOLQJ��DOWKRXJK
ZLUHOHVV�FRPSHWLWLRQ�KDV�EHHQ�VWURQJ�IRU�RYHU�D�GHFDGH���EXW�FDEOH�SURYLGHUV�DQG�RWKHU�RYHUOD\
EXLOGHUV�DUH�SUHSDULQJ�WR�RIIHU�FRPSHWLWLYH�VHUYLFH��

-XGLWK�0ROND�'DQLHOVHQ�DQG�0DUWLQ�:HLVV��LQ�³)LUP�,QWHUDFWLRQ�DQG�WKH�([SHFWHG�3ULFH�IRU�$FFHVV�´
XVH�D�PRGHO�UHODWHG�WR�WKDW�RI�*DVPL��HW�DO��WR�DVVHVV�WKH�HIIHFWV�RI�ORFDO�FRPSHWLWLRQ�RQ�DFFHVV
SULFLQJ�DQG�XQLYHUVDO�VHUYLFH��7KH\�PRGHO�GXRSRO\�SULFLQJ�EHWZHHQ�WZR�ILUPV�ZLWK�QR�VXEVLG\�IRU
XQLYHUVDO�VHUYLFH���0ROND�'DQLHOVHQ�DQG�:HLVV�WKHQ�FDOLEUDWH�WKHLU�FRVW�DQG�GHPDQG�IXQFWLRQV�WR
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SURSULHWDU\�GDWD�IURP�PXOWLSOH�VHUYLFH�DUHDV���:LWKRXW�WKH�FURVV�VXEVLG\��SHQHWUDWLRQ�UDWHV�IDOO���7KH
DXWKRUV�FKDUDFWHUL]H�WKH�VHQVLWLYLW\�RI�DFFHVV�SULFHV�DQG�SHQHWUDWLRQ�WR�FRVW�DQG�GHPDQG
FRQGLWLRQV��DV�ZHOO�DV�WR�WKH�QDWXUH�RI�VWUDWHJLF�LQWHUDFWLRQ�EHWZHHQ�WKH�WZR�ILUPV���2QH�JHQHUDO
FRQFOXVLRQ�LV�WKDW�IL[HG�FRVWV�DUH�VXIILFLHQWO\�KLJK�WKDW�%HUWUDQG��PDUJLQDO�FRVW�SULFLQJ��HTXLOLEULD�DUH
XQOLNHO\�ZLWK�RQO\�WZR�IDFLOLWLHV�EDVHG�FRPSHWLWRUV�

7KH�QH[W�WZR�FKDSWHUV�H[DPLQH�FRQVHTXHQFHV�RI�WKH�DG�KRF�V\VWHP�RI�DFFRXQWLQJ�EDVHG
LQWHUQDWLRQDO�³VHWWOHPHQW´�UDWHV�LQ�D�ZRUOG�ZKHUH�GRPHVWLF�GHUHJXODWLRQ�DQG�WHFKQRORJLFDO�DGYDQFH
IRVWHU�FRPSHWLWLYH�DGDSWDWLRQ���:KHQ�UHJXODWRU\�SULFH�VWUXFWXUHV�GR�QRW�UHIOHFW�FRVW�RU�HIILFLHQW
EDUJDLQLQJ�RXWFRPHV��LQQRYDWLYH�VHUYLFH�SURYLGHUV�ZLOO�VHHN�ZD\V�WR�FDSWXUH�VRPH�RI�WKH
UHJXODWRU\�LQHIILFLHQF\�UHQWV�OHIW�RQ�WKH�WDEOH���,Q�ERWK�RI�WKHVH�FKDSWHUV��ZH�VHH�WKDW�WKH�PDUNHW
SUHVVXUHV�OHDGLQJ�WR�GRPHVWLF�WHOHFRP�UHJXODWLRQ�UHIRUP�WKURXJKRXW�WKH�ZRUOG�RYHU�WKH�SDVW�WZR
GHFDGHV�DUH�QRZ�VTXDUHO\�FKDOOHQJLQJ�WKH�IUDPHZRUN�RI�WUDQVQDWLRQDO�UHJXODWLRQ�

'RXJODV�*DOEL�VWXGLHV�WKH�FRQVHTXHQFHV�RI�UHJXODWRU\�E\�SDVV�RSSRUWXQLWLHV�LQ�³7KH�,PSOLFDWLRQV
RI�%\�SDVV�IRU�7UDGLWLRQDO�,QWHUQDWLRQDO�,QWHUFRQQHFWLRQ�´��,QWHUQDWLRQDO�YRLFH�WUDQVLW�LV�WUHDWHG�DV�D
MRLQWO\�SURYLGHG�VHUYLFH�LQ�PRVW�ELODWHUDO�WUHDWLHV��DQG�WKH�UHYHQXHV�DUH�VKDUHG�DFFRUGLQJ�WR�D�IL[HG�
DUELWUDU\�UXOH���6LQFH�WKH�UHYHQXH�VKDUH�PD\�EH�DERYH�RU�EHORZ�D�FRPSHWLWLYH�UHWXUQ�RQ�VHUYLFH�
FRXQWULHV�ZLWK�PXOWLSOH�LQWHUQDWLRQDO�SURYLGHUV��VXFK�DV�WKH�8�6���DOVR�KDYH�UXOHV�VSHFLI\LQJ�WKH
VKDULQJ�RI�WUDIILF�YROXPH�DPRQJ�FRPSHWLQJ�SURYLGHUV���+RZHYHU��IROORZLQJ�LQFUHDVLQJ�OLEHUDOL]DWLRQ
RI�GRPHVWLF�FRPSHWLWLRQ��XQUHJXODWHG�DOWHUQDWLYH�WUDQVLW�ZLOO�QRZ�EH�SHUPLWWHG�E\����FRXQWULHV
WKURXJK�WKH�:72�DJUHHPHQW���2WKHU�E\�SDVV�RSSRUWXQLWLHV�DOVR�H[LVW���*DOEL�PRGHOV�WKH�SULFLQJ
DQG�WUDIILF�YROXPH�VWUDWHJLHV�IRU�FRPSHWLQJ�FDUULHUV�ZKR�FDQ�FKRRVH�EHWZHHQ�VHWWOHPHQWV�WUDIILF
DQG�E\�SDVV���-XVW�DV�ZH�KDYH�VHHQ�IRU�GRPHVWLF�E\�SDVV�LQ�WKH�8�6��IROORZLQJ�$7	7¶V�GLYHVWLWXUH�
UHJXODWHG�DQG�E\�SDVV�WUDIILF�FDQ�FR�H[LVW�LQ�HTXLOLEULXP���+RZHYHU��*DOEL�VKRZV�WKDW�E\�SDVV
RSSRUWXQLWLHV�LPSRVH�G\QDPLF�DQG�FRPSOH[�FRQVWUDLQWV�RQ�WKH�SROLF\�HIIHFWLYHQHVV�RI
LQWHUQDWLRQDOO\�UHJXODWHG�UDWHV���,W�DSSHDUV�XQOLNHO\�WKDW�IL[HG�DFFRXQWLQJ�SROLFLHV�FDQ�LPSOHPHQW
GHVLUHG�SROLF\�RXWFRPHV�LQ�D�ZRUOG�RI�LQFUHDVLQJO\�G\QDPLF�DQG�PXOWLODWHUDO�XQUHJXODWHG
FRPSHWLWLRQ��

,Q�WKH�ILQDO�FKDSWHU�RI�WKLV�VHFWLRQ��0DUN�6FDQODQ�RIIHUV�VRPH�VXUSULVLQJ�LQVLJKWV�RQ�WKH
FRQVHTXHQFHV�RI�LQWHUQDWLRQDO�UHJXODWRU\�DUELWUDJH�LQ�³&DOO�EDFN�DQG�WKH�3URSRUWLRQDWH�5HWXUQ
5XOH�´��&DOOEDFN�LV�D�VFKHPH�WR�DUELWUDJH�DUWLILFLDO�GLIIHUHQFHV�LQ�LQWHUQDWLRQDO�FDOO�RULJLQDWLRQ�SULFHV�
�7KLV�W\SH�RI�DUELWUDJH�GRHV�QRW�E\�SDVV�LQWHUQDWLRQDO�VHWWOHPHQW�UDWHV��UDWKHU��LW�UHURXWHV�FDOOV�WR
WDNH�DGYDQWDJH�RI�GLIIHUHQW�WHUPLQDWLRQ�UDWHV���6XSSRVH�WKDW�D�)UHQFK�8�6��FDOO�LV�SULFHG�KLJKHU
ZKHQ�LW�RULJLQDWHV�LQ�)UDQFH���$�FDOOEDFN�VHUYLFH�SURYLGHV�)UHQFK�FDOOHUV�ZLWK�D�VSHFLDO�8�6�
QXPEHU�WR�FDOO���7KH�V\VWHP�H[WUDFWV�WKH�RULJLQDWLQJ�)UHQFK�QXPEHU��DQG�RULJLQDWHV�D�FLUFXLW�IURP
WKH�8�6��VLGH�IURP�ZKLFK�WKH�)UHQFK�FDOOHU�FDQ�UHDFK�LWV�8�6��SDUW\��
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6FDQODQ�UHSRUWV�WKDW�LQ����������RI����UHVSRQGLQJ�FRXQWULHV�KDG�GHFODUHG�FDOOEDFN�VHUYLFHV�WR�EH
LOOHJDO���+RZHYHU��KH�VKRZV�WKDW�LQ�PRVW�FRXQWULHV�WKH�SURYLVLRQ�RI�D�FDOOEDFN�VHUYLFH�FDQ�LQFUHDVH
WKH�SURILWV�RI�WKH�RSHUDWRU�LQ�WKH�KLJKHU�SULFHG�FRXQWU\���$�NH\�IHDWXUH�RI�WKH�DUJXPHQW
VWUDLJKWIRUZDUGO\�LOOXVWUDWHV�KRZ�DG�KRF�SULFLQJ�UXOHV�FDQ�VWDQG�LQWXLWLRQ�RQ�LWV�KHDG��VLQFH
LQWHUQDWLRQDO�FRQQHFWLRQ�UHYHQXHV�DUH�IL[HG�DQG�VSOLW�DFFRUGLQJ�WR�IRUPXOD��LW�GRHVQ¶W�PDWWHU�WR�WKH
RSHUDWRU�ZKR�RULJLQDWHV�WKH�FDOO��%XW�LI�ORZHU�HQG�XVHU�SULFHV�VWLPXODWH�GHPDQG��WKH�KLJK�FRVW
RSHUDWRU�HDUQV�D�ZLQGIDOO���7RJHWKHU�ZLWK�*DOEL¶V�SDSHU��6FDQODQ¶V�DQDO\VLV�VXJJHVWV�WKDW�WKH
SUHVVXUHV�IRU�LQWHUQDWLRQDO�UDWH�UHIRUP�LQ�WKH�ZDNH�RI�GRPHVWLF�UHIRUP�ZLOO�EH�JUHDW��

7KH�0HGLD

7KH�ILUVW�WZR�RI�WKH�WKUHH�FKDSWHUV�LQ�WKLV�JURXS�DGGUHVV�FRQWHQW�UHJXODWLRQ�LQ�WHOHYLVLRQ�

&RQWHQW�UHJXODWLRQ�ZLOO�SUREDEO\�DOZD\V�EH�ZLWK�XV��LW�FHUWDLQO\�FRQWLQXHV�DV�D�PDMRU�IRFXV�IRU
WHOHFRP�SROLF\���$OWKRXJK�RQH�RI�WKH�PDMRU�QHZ�VWRULHV�RI�WKH�\HDU�ZDV�WKH�6XSUHPH�&RXUW¶V
GHFLVLRQ�VWULNLQJ�GRZQ�WKH�&RPPXQLFDWLRQV�'HFHQF\�$FW�DV�XQFRQVWLWXWLRQDO��FRQWHQW�UHJXODWLRQ�LQ
WHOHYLVLRQ�LV�RQ�WKH�XSVZLQJ�DIWHU�LWV�QHDU�WRWDO�HFOLSVH�GXULQJ�WKH�EURDGFDVW�GHUHJXODWLRQ�HUD�RI�WKH
����V��3XUVXDQW�WR�WKH������&KLOGUHQ¶V�7HOHYLVLRQ�$FW��)&&�OLFHQVH�UHQHZDO�JXLGHOLQHV�WKDW�UHTXLUH
VWDWLRQV�WR�DLU�WKUHH�KRXUV�RI�FKLOGUHQ
V�HGXFDWLRQDO�WHOHYLVLRQ�SHU�ZHHN�WRRN�HIIHFW�LQ�6HSWHPEHU
������)ROORZLQJ�WKH������7HOHFRPPXQLFDWLRQV�$FW��WKH�)&&�KDV�QRZ�DSSURYHG�WKH�WHOHYLVLRQ
LQGXVWU\
V�QHZ�SURJUDP�UDWLQJ�V\VWHP��DQG�LVVXHG�WHFKQLFDO�UXOHV�IRU�LQVWDOODWLRQ�RI�9�FKLSV�LQ�79
VHWV��7KH�WHOHYLVLRQ�FRQWHQW�GHEDWHV�KDYH�LPSRUWDQW�LPSOLFDWLRQV�IRU�DWWHPSWV�WR�UHJXODWH�,QWHUQHW
FRPSHWLWLRQ�DV�ZHOO�

+RZDUG�6KHODQVNL��LQ��9LGHR�&RPSHWLWLRQ�DQG�WKH�3XEOLF�,QWHUHVW�'HEDWH���WDNHV�D�EURDG�OHJDO�DQG
HFRQRPLF�SHUVSHFWLYH�RQ�FRQWHQW�UHJXODWLRQ��+LV�PDLQ�LGHD�LV�WKDW�WKH�WUDGLWLRQDO�HFRQRPLF��PDUNHW
IDLOXUH��DUJXPHQWV���VSHFWUXP�VFDUFLW\��D�ODFN�RI�VXIILFLHQW�FRPSHWLWLRQ��OLPLWHG�FKDQQHO�FDSDFLW\�
DQG�D�ODFN�RI�GLUHFW�SD\PHQW�PHFKDQLVPV��DUH�RXWPRGHG�DQG�QR�ORQJHU�MXVWLI\�JRYHUQPHQW�FRQWHQW
LQWHUYHQWLRQ��$IWHU�UHYLHZLQJ�WKH�KLVWRU\�RI�)&&�FRQWHQW�UHJXODWLRQ�VLQFH�WKH�����V��6KHODQVNL
DUJXHV�WKDW�H[SORVLRQV�LQ�WKH�FDSDFLW\�DQG�FRPSHWLWLRQ�RI�YLGHR�PHGLD��LQFOXGLQJ�SD\�WHOHYLVLRQ�DQG
YLGHRFDVVHWWHV��UHQGHU�WKHVH�DUJXPHQWV�LUUHOHYDQW���+RZHYHU��WKH�SDUWLFLSDQWV�LQ�FXUUHQW�FRQWHQW
UHJXODWLRQ�GHEDWHV��VXFK�DV�WKRVH�LQYROYLQJ�FKLOGUHQ¶V�WHOHYLVLRQ��FRQWLQXH�WR�UHO\�RQ�WKH�WUDGLWLRQDO
DUJXPHQWV�
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6KHODQVNL�WKHQ�SRLQWV�RXW�WKDW�EURDGFDVW�FRQWHQW�UHJXODWLRQV��DOWKRXJK�WKH\�FDQQRW�EH�MXVWLILHG�LQ
HFRQRPLF�WHUPV��PLJKW�EH�MXVWLILHG�LQ�WHUPV�VXFK�DV�ZKHWKHU�SDUHQWDO�SUHIHUHQFHV�FDQ�DQG�VKRXOG
UHSODFH�WKRVH�RI�FKLOGUHQ�EHFDXVH�WKH�FKLOGUHQ�DUH�QRW�HTXLSSHG�WR�EH�JDWHNHHSHUV��+H�PDNHV�WKH
FDVH�WKDW�WKLV�DQG�RWKHU�QRQ�HFRQRPLF�DUJXPHQWV�VKRXOG�EH��XQEXQGOHG��IURP�WKH�QR�ORQJHU
DSSURSULDWH�DUJXPHQWV�WKDW�UHJXODWLRQ�LV�QHHGHG�WR�HQKDQFH�SURJUDP�GLYHUVLW\�RU�UHPHG\�JDSV�RI
HFRQRPLF�LQHIILFLHQF\�LQ�SULYDWHO\�VXSSOLHG�SURJUDPPLQJ�

$QJHOD�&DPSEHOO��LQ��/HVVRQV�IURP�2]��4XDQWLWDWLYH�*XLGHOLQHV�IRU�&KLOGUHQ
V�(GXFDWLRQDO
7HOHYLVLRQ���WXUQV�WR�WKH�VSHFLILF�LVVXH�RI�ZKHWKHU�WKH�)&&
V�FKLOGUHQ¶V�WHOHYLVLRQ�JXLGHOLQHV�DUH
OLNHO\�WR�ZRUN��DQG�KRZ�WKH\�PLJKW�EH�LPSURYHG��6KH�GRHV�VR�E\�H[DPLQLQJ�$XVWUDOLD
V�ORQJ
H[SHULHQFH�ZLWK�D�FKLOGUHQ
V�WHOHYLVLRQ�TXRWD��7KDW�H[SHULHQFH��VKH�DUJXHV��VXJJHVWV�WKDW
TXDQWLWDWLYH�JXLGHOLQHV�FDQ�OHDG�WR�DQ�LQFUHDVH�LQ�WKH�TXDQWLW\�RI�FKLOGUHQ
V�HGXFDWLRQDO
SURJUDPPLQJ��7KH�$XVWUDOLDQ�H[SHULHQFH��KRZHYHU��KDV�GHPRQVWUDWHG�WKH�WHQGHQF\�IRU
EURDGFDVWHUV�WR�H[DJJHUDWH�WKH�TXDQWLW\��TXDOLW\�RU�HGXFDWLRQDO�FRQWHQW�RI�SURJUDPPLQJ�WKDW�LV
QRPLQDOO\�LQWHQGHG�IRU�FKLOGUHQ��$XVWUDOLD�KDV�DGGUHVVHG�WKHVH�SUREOHPV�E\�GHWHUPLQLQJ�LQ
DGYDQFH�RI�D�SURJUDP
V�DLULQJ�ZKHWKHU�LW�PHHWV�WKH�FULWHULD�IRU�FKLOGUHQ
V�SURJUDPPLQJ��6LQFH�WKH
)&&��SXUVXDQW�WR�WKH�&7$��OHDYHV�WKH�GHWHUPLQDWLRQ�RI�ZKHWKHU�SURJUDPV�PHHW�LWV�FULWHULD�WR
EURDGFDVWHUV�VXEMHFW�WR�FKDOOHQJHV�E\�WKH�SXEOLF��LW�PD\�EH�PRUH�GLIILFXOW�LQ�WKH�8�6��WR�DVVXUH�WKDW
RQO\�SURJUDPPLQJ�PHHWLQJ�WKH�GHILQLWLRQ�LV�FRXQWHG�WRZDUG�WKH�JXLGHOLQH�

&DPSEHOO�FRQFOXGHV�ZLWK�VRPH�UHFRPPHQGDWLRQV�IRU�DFKLHYLQJ�WKH�JRDOV�RI�WKH�&7$��6KH�DUJXHV
WKDW�WKH�$XVWUDOLDQ�V\VWHP�LQ�ZKLFK�WKH�JRYHUQPHQW�SUH�FODVVLILHV�SURJUDPV�LQ�DGYDQFH�ZRXOG
SUREDEO\�SURYH�XQFRQVWLWXWLRQDO�LQ�8�6��FRXUWV���1RQHWKHOHVV��VKH�UHFRPPHQGV�WKDW�WKH�)&&
FRQVLGHU�SURYLGLQJ�D�PRUH�KHOSIXO�GHILQLWLRQ�RI��HGXFDWLRQDO���DQG�OLNH�WKH�$XVWUDOLDQ�JRYHUQPHQW�
H[DPLQH�ZKHWKHU�VXIILFLHQW�UHVRXUFHV�IRU�SURJUDP�SURGXFWLRQ�DUH�DYDLODEOH�DQG�ZKHWKHU�UHVXOWLQJ
SURGXFWLRQ�YDOXHV�DUH�HTXLYDOHQW��7KH�)&&�VKRXOG�DOVR��VKH�UHFRPPHQGV��UHYLHZ�WKH�HIIRUWV�RI
OLFHQVHV�RQ�DQ�DQQXDO�EDVLV�

7KH�ILQDO�FKDSWHU�LQ�WKH�³0HGLD´�VHFWLRQ�LV�FRQFHUQHG�ZLWK�DQ�LVVXH�RI�LQFUHDVLQJ�LPSRUWDQFH�
VWDQGDUG�VHWWLQJ��'DYLG�6RVD��LQ��$0�6WHUHR�DQG�WKH�0DUNHWSODFH�'HFLVLRQ���FKDOOHQJHV�WKH
ZLGHVSUHDG�DVVXPSWLRQ�WKDW�WKH�)&&
V�GHFLVLRQ�QRW�WR�VHW�DQ�$0�VWHUHR�VWDQGDUG�LQ�WKH�HDUO\
����
V�SUHYHQWHG�$0�VWHUHR�IURP�EHFRPLQJ�HFRQRPLFDOO\�YLDEOH���7KH�XVXDO�DUJXPHQW�KDV�EHHQ
WKDW�XQFHUWDLQW\�DERXW�D�VWDQGDUG�GLVFRXUDJHG�FRQVXPHUV�IURP�SXUFKDVLQJ�HQRXJK�VHWV�WR�UHDOL]H
D�FULWLFDO�PDVV�

6RVD�SUHVHQWV�D�VWDWLVWLFDO�DQDO\VLV�RI�$0�VWHUHR�DGRSWLRQ�LQ�WKUHH�PDMRU�PDUNHWV�LQ�ZKLFK�$0
VWHUHR�UHDFKHG�VXEVWDQWLDO�SHQHWUDWLRQ�EHWZHHQ�WKH�ODWH�����V�DQG�WKH�PLG�����V��+H�WHVWV�WKH
K\SRWKHVLV�WKDW�DXGLHQFH�UDWLQJV�RI�VWDWLRQV�WKDW�DGRSWHG�VWHUHR�UDGLR�EURDGFDVWLQJ�ZHUH
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VLJQLILFDQWO\�KLJKHU�WKDQ�VWDWLRQV��ZKLFK�GLG�QRW�DGRSW��,Q�RQO\�RQH�RI�WKH�WKUHH�PDUNHWV�GLG�UHVXOWV
VXJJHVW�WKDW�VWHUHR�GLIIXVLRQ�KDG�DQ\�HIIHFW�RQ�DXGLHQFH�EHKDYLRU��$OWKRXJK�6RVD
V�UHVXOWV�DUH
VRPHZKDW�DPELJXRXV��KLV�DQDO\VLV�GRHV�IDLO��LQ�DQ\�RI�WKH�WKUHH�FDVHV��WR�VXSSRUW�WKH�FRQYHQWLRQDO
ZLVGRP��WKDW�PDUNHW�IDLOXUH�ZDV�WKH�FDXVH��6RVD�FDXWLRQV�DJDLQVW�LQWHUSUHWLQJ�WKH�$0�VWHUHR
H[SHULHQFH�DV�D�JRYHUQPHQW�IDLOXUH��ORZ�FRQVXPHU�YDOXDWLRQ�IRU�WKLV�FKDQJH�LQ�DXGLR�TXDOLW\�PD\
WHOO�D�ULFKHU�VWRU\�DERXW�WKH�IDLOXUH�RI�$0�VWHUHR�DGRSWLRQ�

7KH�,QWHUQHW

,Q�WKH�ILUVW�WZR�RI�IRXU�FKDSWHUV�LQ�WKLV�VHFWLRQ��WKH�DXWKRUV�GHDO�GLUHFWO\�ZLWK�DQ�REYLRXV�QH[XV�RI
WHOHFRP�SROLF\�LQWHUHVW��,QWHUQHW�WHOHSKRQ\���7KH�GHYHORSPHQW�RI�WHFKQRORJ\�IRU�IXOO�GXSOH[�SKRQH
FDOOV�RYHU�WKH�,QWHUQHW�EULQJV�WR�WKH�IRUH�WKH�UDSLG�WUDQVIRUPDWLRQ�RI�WHOHSKRQ\�IURP�QDWXUDO
PRQRSRO\�WR�QDWXUDOO\�FRPSHWLWLYH�LQGXVWU\���:H�QRZ�VHH�ORFDO�DQG�ORQJ�GLVWDQFH�WHOHSKRQ\
SURYLGHG�E\�WUDGLWLRQDO�RSHUDWRUV��,QWHUQHW�EDVHG�RSHUDWRUV��DQG�FDEOH�RSHUDWRUV��IRU�H[DPSOH��LQ
(QJODQG���

,Q�³$�7D[RQRP\�RI�,QWHUQHW�7HOHSKRQ\�$SSOLFDWLRQV�´�'DYLG�&ODUN�SURYLGHV�D�PXFK�QHHGHG
FKDUDFWHUL]DWLRQ�RI�,QWHUQHW�WHOHSKRQ\��,37HO����,37HO�LV�QRW�D�VLQJOH�SK\VLFDO�WHFKQRORJ\��QRU�LV�LW�D
VLQJOH�VHUYLFH�RIIHULQJ���,JQRUDQFH�DERXW�WKH�GLIIHUHQW�WHFKQRORJLHV�DQG�SRVVLEOH�VHUYLFHV��QHDUO\�DOO
RI�WKHP�DUH�VWLOO�FRQMHFWXUDO��FDXVHV�D�JUHDW�GHDO�RI�FRQIXVLRQ�LQ�WKH�WUDGH�SUHVV�DQG�FXUUHQW�SROLF\
GLVFXVVLRQV���)RU�H[DPSOH��DV�&ODUN�SRLQWV�RXW��WKH�PRVW�LPPHGLDWHO\�IHDVLEOH�VHUYLFH�LV�KLV�&ODVV
���ZKLFK�LV�ORQJ�GLVWDQFH�RU�LQWHUQDWLRQDO�FDOOLQJ�XVLQJ�H[LVWLQJ�ORFDO�ORRSV��EXW�UHSODFLQJ�ORQJ
GLVWDQFH�RU�LQWHUQDWLRQDO�FLUFXLWV�ZLWK�,QWHUQHW�OLQNV���$OWKRXJK�WKHUH�DUH�WKUHH�UHDVRQV�ZK\�WKLV
PLJKW�EH�D�FRVW�HIIHFWLYH�DOWHUQDWLYH��WKH�LPSRUWDQW�UHDVRQ�LV�WKDW�LW�FDQ�RSHUDWH�DV�D�IRUP�RI�ORQJ�
GLVWDQFH�DFFHVV�FKDUJH�E\�SDVV��RU�VHWWOHPHQWV�E\SDVV�IRU�LQWHUQDWLRQDO�FDOOV��FI��WKH�FKDSWHUV�E\
*DOEL�DQG�6FDQODQ����7KLV�LV�VLPSO\�D�IRUP�RI�UHJXODWRU\�DUELWUDJH��PXFK�DV�ZH�VDZ�ORFDO�ORRS
E\SDVV�RSHUDWRUV�SHUIRUP�UHJXODWRU\�DUELWUDJH�GXULQJ�WKH�LQLWLDO�SRVW�GLYHVWLWXUH�\HDUV���)L[LQJ�WKH
UHJXODWRU\�LQHTXLW\�ZLOO�OHDYH�&ODVV���,37HO�DV�D�ORZHU�TXDOLW\��FRVWO\�WR�LQVWDOO�DOWHUQDWLYH�WR
WUDGLWLRQDO�FLUFXLW�VZLWFKHG�WHOHSKRQ\��

8QGHUVWDQGLQJ�ZKDW�,37HO�FDQ�GR��DQG�WKH�UROH�RI�UHJXODWRU\�DUELWUDJH��LV�LPSRUWDQW���)RU�H[DPSOH�
IXHOHG�E\�SUHVV�UHOHDVHV�KHUDOGLQJ�PDVVLYH�,37HO�LQYHVWPHQWV�E\�FRPSDQLHV�OLNH�4ZHVW�DQG
'HOWD���VRPH�FRQJUHVVLRQDO�OHDGHUV�DUH�SXVKLQJ�WKH�)&&�WR�UHYLVH�WKH�8QLYHUVDO�6HUYLFH�)XQG
FRQWULEXWLRQ�UXOHV�EHIRUH�,37HO�RYHUZKHOPV�WUDGLWLRQDO�WHOHSKRQ\���&ODUN�GRHV�QRW�DGGUHVV�ZKHWKHU
IL[LQJ�DQ�DFFHVV�FKDUJH�DUELWUDJH�RSSRUWXQLW\�E\�FKDQJLQJ�WKH�XQLYHUVDO�VHUYLFH�IXQGLQJ�EDVH�LV�D
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ZLVH�UHJXODWRU\�DSSURDFK���5DWKHU��KH�SURYLGHV�DQ�H[WUHPHO\�OXFLG�DQG�IRUZDUG�ORRNLQJ
FKDUDFWHUL]DWLRQ�RI�,37HO�QHFHVVDU\�WR�DGGUHVV�VXFK�SROLF\�TXHVWLRQV���+H�LOOXVWUDWHV�WKLV�E\�FORVLQJ
ZLWK�D�IHZ�KLJK�OHYHO�SROLF\�LPSOLFDWLRQV�WKDW�IROORZ�IURP�DQ�XQGHUVWDQGLQJ�RI�,37HO�

/HH�0F.QLJKW�DQG�%UHWW�/HLGD�DUH�&ODUN¶V�FROOHDJXHV�DW�0,7��DOO�WKUHH�SDUWLFLSDWH�LQ�0,7¶V�,QWHUQHW
7HOHSKRQ\�&RQVRUWLXP����,Q�³,QWHUQHW�7HOHSKRQ\��&RVWV��3ULFLQJ�DQG�3ROLF\�´�0F.QLJKW�DQG�/HLGD
SURYLGH�D�GHWDLOHG�HFRQRPLF�HQJLQHHULQJ�VWXG\�RI�DGYDQFHG�,37HO�VHUYLFH��&ODUN¶V�&ODVV���W\SH���
7KLV�VHUYLFH�LQYROYHV�HQG�WR�HQG�,QWHUQHW�FRPPXQLFDWLRQ��ZLWK�WKH�SKRQH�KDQGVHW�DWWDFKHG�WR�WKH
XVHU¶V�FRPSXWHU���7KH�SXEOLF�VZLWFKHG�WHOHSKRQ\�QHWZRUN�KDQGOHV�QR�FRPSRQHQW�RI�WKH�YRLFH�FDOO�
DOWKRXJK�WKH�DXWKRUV�DVVXPH�,QWHUQHW�FRQQHFWLRQV�DUH�REWDLQHG�E\�GLDO�LQ�VHUYLFH�RYHU�WKH�ORFDO
VZLWFKHG�QHWZRUN���1HZ�FDSDELOLWLHV�FDQ�EH�SURYLGHG�WR�XVHUV�EHFDXVH�FRPPXQLFDWLRQV�DUH
LQWHUPHGLDWHG�E\�SRZHUIXO�HQG�QRGH�FRPSXWHUV���0F.QLJKW�DQG�/HLGD�ILQG�WKDW�PRGHUDWH�XVH�RI
FRPSXWHU�WR�FRPSXWHU�,QWHUQHW�WHOHSKRQ\�FDQ�LQFUHDVH�WKH�FRVWV�RI�DQ�,QWHUQHW�VHUYLFH�SURYLGHU�E\
DV�PXFK�DV����SHUFHQW��

&XUUHQW�K\SH�DERXW�,QWHUQHW�WHOHSKRQ\�PD\�PDNH�LW�VHHP�VXUSULVLQJ�WKDW�,37HO�FDQ�UDLVH�FRVWV�E\
VR�PXFK��%XW�,QWHUQHW�WHFKQRORJ\�LV�EDVHG�RQ�VKDULQJ��³VWDWLVWLFDO�PXOWLSOH[LQJ´�LV�WKH�IXQGDPHQWDO
FKDUDFWHULVWLF����,37HO�LV�QRW�SDUWLFXODUO\�ZHOO�VXLWHG�IRU�VKDULQJ��LW�KDV�EHHQ�VKRZQ�HOVHZKHUH�WKDW
WKH�UDWLR�RI�EXUVWV�WR�DYHUDJH�GDWD�IORZ�LV�RQO\�DERXW���WR����ZKLFK�PHDQV�WKDW�DIWHU�RYHUKHDG�DQG
TXDOLW\�FRQWURO�EXIIHULQJ�WKH�HIILFLHQF\�JDLQ�IURP�VKDULQJ�FDQQRW�EH�PXFK�PRUH�WKDQ���WR����QR
VKDULQJ���&RQVHTXHQWO\��WKH�DXWKRUV�HVWLPDWH�WKDW�KROGLQJ�WLPHV�DQG�FDOO�DUULYDO�UDWHV�ZLOO�HDFK
LQFUHDVH�E\�����LQ�WKHLU�PDLQ�VFHQDULR���)XUWKHU��FXVWRPHU�VHUYLFH�DQG�ELOOLQJ�FRVWV�WHQG�WR�ULVH
GLUHFWO\�ZLWK�QHZ�VHUYLFHV���7KXV��RIIHULQJ�VXEVWDQWLDO�,37HO�VHUYLFH�ZRXOG�UHTXLUH�QHZ�FDSLWDO�DQG
SHUVRQQHO�LQYHVWPHQWV���,63V�FRXOG�QRW�VXVWDLQ�WKLV�FRVW�LQFUHDVH�EDVHG�RQ�FXUUHQW�OHYHOV�RI�IODW
UDWH�SULFLQJ���7KH�DXWKRUV�EHOLHYH�WKDW�XVDJH�VHQVLWLYH�SULFLQJ�ZRXOG�EHFRPH�QHFHVVDU\�EHIRUH
,37HO�FRXOG�FRPPHUFLDOO\�VXFFHHG���:LWK�WKHVH�FRVWV�DQG�WKH�QHHG�IRU�PRUH�UHYHQXH��LW�GRHV�QRW
DSSHDU�WKDW�,37HO�ZLOO�RIIHU�FRQVXPHUV�ODUJH�FRVW�VDYLQJV��UDWKHU��DV�&ODUN�HPSKDVL]HG��WKH�PDLQ
DGYDQWDJH�RI�&ODVV���,37HO�LV�OLNHO\�WR�EH�WKH�YDOXH�RI�QHZ�IXQFWLRQDOLW\�RIIHUHG�WR�FRQVXPHUV
WKURXJK�LQWHJUDWLRQ�ZLWK�DQ�HQG�QRGH�FRPSXWHU�

,Q�WKH�WKLUG�SDSHU�LQ�WKLV�VHFWLRQ��³0XGG\�5XOHV�LQ�&\EHUVSDFH´��'DQ�%XUN�LV�FRQFHUQHG�ZLWK�WKH
HYROXWLRQ�RI�LQWHOOHFWXDO�SURSHUW\�ULJKWV�DV�GLJLWDO�QHWZRUNHG�GLVWULEXWLRQ�EHFRPHV�HDV\�DQG
XELTXLWRXV��'HEDWHV�DERXW�LQWHOOHFWXDO�SURSHUW\�ULJKWV�DQG�GLJLWDO�FRS\ULJKW�KDYH�EHFRPH�WHOHFRP
SROLF\�LVVXHV�EHFDXVH�RI�WKH�PRGHUQ�FRQFHUQ�DERXW�REWDLQLQJ�D�UHWXUQ�IRU�DQ�DXWKRU�ZKHQ�GLJLWDO
ZRUNV�FDQ�EH�DOPRVW�FRVWOHVVO\�UHSURGXFHG�DQG�GLVWULEXWHG�

%XUN�SRLQWV�RXW�WKDW�D�FULWLFDO�ZRUNLQJ�DVVXPSWLRQ�LPSOLFLW�LQ�PDQ\�GLVFXVVLRQV�RI�WKH�FRS\ULJKW
LVVXH�LV�ODUJHO\�LQFRUUHFW��WKDW�WKH�UHFHLYHG�ZLVGRP�HPEUDFHV�VWURQJ�RU�FRPSOHWH�SURSHUW\�ULJKWV�DV
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WKH�LGHDO���+H�VKRZV�WKDW�LQ�IDFW�ULJKWV�IRU�WDQJLEOH�SURSHUW\�DUH�RIWHQ�³PXGG\´��WKDW�LV��WKHUH�LV
DPELJXLW\�DERXW�FHUWDLQ�FODLPV�WR�XVH�SURSHUW\�WKDW�FDQ�RQO\�EH�UHVROYHG�WKURXJK�D�VXEMHFWLYH
EDODQFLQJ�WHVW���%XUN�WKHQ�DUJXHV�WKDW�WKH�QDWXUH�RI�LQWHOOHFWXDO�SURSHUW\�PDNHV�PXGG\�UXOHV
HVSHFLDOO\�DSSURSULDWH�IRU�FHUWDLQ�W\SHV�RI�XVH��IDLU�XVH�UXOHV�LQ�FRS\ULJKW�ODZ�DUH�D�ORQJ�VWDQGLQJ
WUDGLWLRQ�LQ�WKLV�UHJDUG���,QWHUHVWLQJO\��%XUN�GLVFXVVHV�D�QXPEHU�RI�ZD\V�LQ�ZKLFK�WUDQVDFWLRQ�FRVWV
ZLOO�EH�KLJKHU�IRU�WHOHFRP�LQWHUPHGLDWHG�XVHV�RI�LQWHOOHFWXDO�SURSHUW\���7KLV�FRQWUDVWV�ZLWK�DQRWKHU
FRPPRQ�SUH�FRQFHSWLRQ��WKDW�GLJLWDO�FRPPXQLFDWLRQV�QHWZRUNV�XQLIRUPO\�UHGXFH�WUDQVDFWLRQV�FRVWV
IRU�FRPPHUFH�DQG�H[FKDQJH���,Q�WKH�HQG��%XUN�DUJXHV�DJDLQVW�D�VLQJOH�³FOHDU´�UXOH�IRU�LQWHOOHFWXDO
SURSHUW\�LQ�F\EHUVSDFH��SURSRVLQJ�LQVWHDG�WKDW�JRRG�OHJDO�UXOHV�VKRXOG�EH�DV�YDULHG��DQG�LQ�VRPH
FDVHV�DV�PXGG\��DV�WKH\�DUH�LQ�UHDO�VSDFH��

7KH�DXWKRUV�RI�WKH�ILQDO�FKDSWHU�LQ�WKLV�VHFWLRQ�GHVFULEH�WKH�LQWHUDFWLRQ�EHWZHHQ�HQJLQHHULQJ�DQG
VRFLR�SROLWLFDO�FRQVLGHUDWLRQV�ZKHQ�GHVLJQLQJ�D�V\VWHP�IRU�GHVFULELQJ�DQG�PDQDJLQJ�SULYDF\�ULJKWV
RQ�WKH�,QWHUQHW���,Q�³'HVLJQLQJ�D�6RFLDO�3URWRFRO��/HVVRQV�/HDUQHG�IURP�WKH�3ODWIRUP�IRU�3ULYDF\
3UHIHUHQFHV�3URMHFW�´�/RUULH�)DLWK�&UDQRU�DQG�-RVHSK�5HDJOH��-U���RIIHU�DQ�LQVLJKWIXO�FDVH�VWXG\�RI
VRFLR�HQJLQHHULQJ�GHVLJQ�IRU�WKH�,QWHUQHW��DV�ZHOO�DV�FRQVWUXFWLYH�OHVVRQV�RQ�WKH�SUREOHP�RI
XQLQWHQGHG�FRQVHTXHQFHV��&UDQRU�DQG�5HDJOH
V�SDSHU�LV�RVWHQVLEO\�DERXW�,QWHUQHW�FRQFHUQV��EXW
OLNH�%XUN
V�SDSHU�LW�LQ�IDFW�GHDOV�ZLWK�SUREOHPV�WKDW�DUH�FRPPRQ�WR�SROLF\�IRU�DOO�FRPPXQLFDWLRQV
PHGLD�

7KH�DXWKRUV�KDYH�EHHQ�OHDGLQJ�SDUWLFLSDQWV�LQ�WKH�FROODERUDWLYH�SURMHFW�WR�GHYHORS�D�V\VWHP�IRU
H[SUHVVLQJ�SULYDF\�SUHIHUHQFHV�RQ�WKH�,QWHUQHW�DQG�DXWRPDWLFDOO\�QHJRWLDWLQJ�WKH�XVH�RI�SHUVRQDO
LQIRUPDWLRQ���)RU�H[DPSOH��FXUUHQW�WHFKQRORJ\�DOORZV�:HE�VLWH�RZQHUV�WR�³VHW�D�FRRNLH´�RU�VWRUH�DQ
LGHQWLILHU�RQ�D�XVHU¶V�KDUG�GULYH��ZKLFK�FDQ�EH�FKHFNHG�GXULQJ�ODWHU�YLVLWV�RU�DV�WKH�XVHU�PRYHV
DFURVV�WKH�,QWHUQHW�WR�WUDFN�XVDJH�DQG�DFWLYLW\���7KH�SURSRVHG�3�3�SURWRFRO�ZRXOG�DOORZ�XVHUV�WR
VWRUH�D�VHW�RI�SUHIHUHQFHV�VSHFLI\LQJ�ZKLFK�W\SHV�RI�SHUVRQDO�LQIRUPDWLRQ�PD\�EH�XVHG�IRU�ZKDW
SXUSRVH��E\�ZKRP���:KLOH�WKH�JRDO�VHHPV�VHQVLEOH��WKH�DXWKRUV�FOHDUO\�GHVFULEH�KRZ�GLIILFXOW
LPSOHPHQWDWLRQ�FDQ�EH���$ORQJ�WKH�ZD\�WKH\�VKRZ�KRZ�D�SRRUO\�GHVLJQHG�FRPPXQLFDWLRQV
WHFKQRORJ\�FDQ�KDYH�XQLQWHQGHG��RIWHQ�DGYHUVH�FRQVHTXHQFHV���7KLV�SRLQW�LV�QRW�QHZ��RI�FRXUVH�
EXW�&UDQRU�DQG�5HDJOH�XVH�WKHLU�H[SHULHQFH�IURP�GHVLJQLQJ�3�3�WR�FRQVWUXFWLYHO\�VXJJHVW
SULQFLSOHV�IRU��VRFLDO�SURWRFRO��GHVLJQ�WKDW�FDQ�KHOS�DYRLG�SUREOHPV���1RWDEO\��WKH\�HPSKDVL]H�WKH
JRDO�RI��PHFKDQLVP�QRW�SROLF\���DQG�WKHQ�LOOXVWUDWH�WKLV�VRXQG�SULQFLSOH�WKURXJK�D�VHULHV�RI�FRQFUHWH
H[DPSOHV���2QH�YHU\�XVHIXO�OHVVRQ�IRU�SROLF\PDNHUV�LV�WKH�LPSRUWDQFH�RI�WU\LQJ�WR�GLVWLQJXLVK
EHWZHHQ�WHFKQRORJ\�GHVLJQ�GHFLVLRQV�DQG�SROLF\�FKRLFHV��

�����������������������������������������������������

��0RVW�EURZVHUV�FDQ�EH�FRQILJXUHG�WR�SUHYHQW�FRRNLHV�IURP�EHLQJ�VWRUHG��EXW�WKLV�UHTXLUHV�VRPH
VRSKLVWLFDWLRQ�RQ�WKH�SDUW�RI�XVHUV��DQG�PDNHV�VRPH�VLWHV�YLUWXDOO\�XQXVDEOH�
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&RPSDUDWLYH�6WXGLHV�LQ�7HOHSKRQ\�DQG�6DWHOOLWH�3ROLF\

/HDUQLQJ�IURP�H[SHULHQFH�DURXQG�WKH�ZRUOG�KDV�DOZD\V�EHHQ�D�VWURQJ�WUDGLWLRQ�DW�WKH�735&��:H
LQFOXGH�WKUHH�FKDSWHUV�LQ�ZKLFK�WKH�DXWKRUV�H[DPLQH�VDWHOOLWH�SROLF\�LQ�WKH�$VLD�3DFLILF�UHJLRQ�
WHOHFRPPXQLFDWLRQV�UHIRUP�LQ�6RXWK�$IULFD��DQG�GLIIHUHQFHV�LQ�UHFHQW�WHOHFRPPXQLFDWLRQV�UHIRUP
EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�&DQDGD�

7KH�ILUVW�SDSHU���7KH�3DUDGR[�RI�8ELTXLW\��&RPPXQLFDWLRQV�6DWHOOLWH�3ROLFLHV�LQ�$VLD���E\�+HDWKHU
+XGVRQ��LV�FULWLFDO�RI�ZKDW�VKH�GHVFULEHV�DV�SROLWLFDOO\�GULYHQ�VDWHOOLWH�SROLFLHV�LQ�WKH�$VLD�3DFLILF
5HJLRQ��$ORQJ�ZLWK�D�SUROLIHUDWLRQ�RI�UHJLRQDO�DQG�LQWHUQDWLRQDO�VDWHOOLWHV�VHUYLQJ�WKH�UHJLRQ��VHYHQ
LQGLYLGXDO�FRXQWULHV��VRPH�RI�WKHP�YHU\�VPDOO��QRZ�KDYH�WKHLU�RZQ�VDWHOOLWHV��IRXU�RI�WKHP�ODXQFKHG
VLQFH�������ZLWK�DW�OHDVW�RQH�RWKHU�SODQQHG�

+XGVRQ�TXHVWLRQV�WKH�QHHG�IRU�WKHVH�VDWHOOLWHV��DQG�VXJJHVWV�WKDW�LQWHUDFWLRQ�EHWZHHQ��QDWLRQDO
IODJ�FDUULHU�V\QGURPH���DQG�OLEHUDO�,78�SROLFLHV�IRU�JUDQWLQJ�VORWV�WR�LQGLYLGXDO�FRXQWULHV��LV
UHVSRQVLEOH��+XGVRQ�ILQGV�WKDW�ZKLOH�OLS�VHUYLFH�LV�SDLG�WR�XQLYHUVDO�VHUYLFH�DQG�RWKHU�VRFLDO
REMHFWLYHV��LQ�UHDOLW\�VORWV�LQ�VRPH�VPDOOHU�FRXQWULHV�KDYH�EHHQ�WXUQHG�RYHU�WR�SULYDWH�LQYHVWRUV�LQ
H[FKDQJH�IRU�QHJRWLDWHG�FRPSHQVDWLRQ��WR�WKH�QHJOHFW�RI�VRFLDO�JRDOV��+XGVRQ�FRQFOXGHV�ZLWK
UHFRPPHQGDWLRQV�RQ�VDWHOOLWH�SROLF\��FRXQWULHV�QHHG�WR�FUHDWH�LQFHQWLYHV�IRU�LQYHVWPHQW�LQ�WKH
WHUUHVWULDO�QHWZRUNV�WKDW�ZLOO�LQWHUFRQQHFW�ZLWK�VDWHOOLWH�WUDQVPLVVLRQV��FRXQWULHV�QHHG�D�UHJXODWRU\
VWUXFWXUH�LQ�SODFH��DQG�LQWHUFRQQHFWLRQ�DJUHHPHQWV�ZLWK�WHUUHVWULDO�QHWZRUNV��DQG�WKDW�XVHU�QHHGV
PXVW�EH�DFFRXQWHG�IRU�PRUH�GLUHFWO\��7KHVH�SROLFLHV�ZLOO�DW�OHDVW�LQVXUH��VKH�SUHGLFWV��WKDW�WKH
VDWHOOLWHV�ZLOO�EH�XVHG�HIIHFWLYHO\�

5REHUW�+RUZLW]
V�SDSHU���7HOHFRPPXQLFDWLRQV�3ROLF\�LQ�WKH�1HZ�6RXWK�$IULFD��3DUWLFLSDWRU\�3ROLFLHV
DQG�6HFWRUDO�5HIRUP��WHOOV�DQ�XQXVXDO�VWRU\���:H�UHDG�KDUVK�FULWLTXHV�DERXW�UHIRUP�HIIRUWV�LQ
YDULRXV�FRXQWULHV�WKDW�KDYH�VWDJQDWHG�RU�GHJHQHUDWHG�LQWR�VHOI�LQWHUHVWHG�UHQW�VHHNLQJ���,Q�FRQWUDVW�
+RUZLW]�SUDLVHV�WKH�6RXWK�$IULFDQ�SURFHVV�RI�WHOHFRP�UHIRUP�DV�D�SROLWLFDOO\�OHJLWLPDWH��LQQRYDWLYH
SURFHVV�RI�FRQVHQVXV�EXLOGLQJ�DPRQJ�VWDNHKROGHUV���$V�D�FRQVHTXHQFH��UDWKHU�WKDQ�EHLQJ�SXVKHG
DVLGH�E\�SULYDWH�LQWHUHVWV��TXHVWLRQV�RI�UHGLVWULEXWLRQ��QRWDEO\�XQLYHUVDO�VHUYLFH�DQG�WKH��JHQHUDO
SXEOLF�LQWHUHVW�����UHPDLQHG�RQ�WKH�IURQW�EXUQHU��

6RXWK�$IULFDQ�UHIRUP�EHJDQ�LQ������ZLWK�WKH�FUHDWLRQ�RI�D�7HONRP��D�VWDWH�RZQHG
WHOHFRPPXQLFDWLRQV�PRQRSRO\��WKURXJK�VSOLWWLQJ�XS�D�FODVVLF�377���5HDO�FKDQJH�EHJDQ�ZLWK
HVWDEOLVKPHQW�RI�WKH�1DWLRQDO�7HOHFRPPXQLFDWLRQV�)RUXP��17)���D�SXEOLF�SDUWLFLSDWRU\�SURFHVV
PRGHOHG�DIWHU�RWKHU�6RXWK�$IULFDQ�UHIRUP�LQLWLDWLYHV�FRLQFLGLQJ�ZLWK�WKH�GLVPDQWOLQJ�RI�DSDUWKHLG
IROORZLQJ�WKH������HOHFWLRQV��1HJRWLDWLRQV�LQ�WKH�17)�EHWZHHQ�WKH�PDLQ�VWDNHKROGHUV��7HONRP�
ODERU��DQG�EXVLQHVV�LQWHUHVWV��UHVXOWHG�LQ�GUDIW�OHJLVODWLRQ�VSHFLI\LQJ�D�WKUHH�WR�ILYH�\HDU�SHULRG�RI
H[FOXVLYLW\�IRU�7HONRP�RYHU�EDVLF�VZLWFKHG�WHOHFRPPXQLFDWLRQV�VHUYLFHV��WRJHWKHU�ZLWK�SURYLVLRQV
IRU�LQWHUFRQQHFWLRQ��IUHH�HQWU\�LQWR�ORQJ�GLVWDQFH�DQG�RWKHU�VHUYLFHV��D�UHIRUPHG�XQLYHUVDO�VHUYLFH
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IXQG�DPRQJ�RWKHU�SURYLVLRQV��7R�EH�VXUH��+RUZLW]�QRWHV��WKH�SURFHVV�KDG�LWV�IDXOWV��7KH�GUDIW�ELOO
ZDV�VHULRXVO\�FRPSURPLVHG�LQ�D�PLQLVWHULDO�UHYLHZ��DQG�DWWHQWLRQ�WR�XQLYHUVDO�VHUYLFH�ZDV
VRPHWLPHV�PRUH�UKHWRULFDO�WKDQ�VXEVWDQWLYH��$QG��ZH�VKRXOG�QRW�IRUJHW�WKDW�LPSOHPHQWDWLRQ�RI�WKH
6RXWK�$IULFDQ�UHIRUPV�KDV�\HW�WR�EH�DFFRPSOLVKHG��2YHUDOO��WKRXJK��+RUZLW]�GHVFULEHV�WKH�UHIRUP
SURFHVV�OHDGLQJ�WR�WKH�OHJLVODWLRQ�DV�D�PRGHO�SURFHVV���WHFKQLFDOO\�YLDEOH�DQG�IRU�WKH�PRVW�SDUW�
SROLWLFDOO\�OHJLWLPDWH��

7KH�ILQDO�SDSHU�RI�WKLV�VHFWLRQ�LV�DOVR�D�VWXG\�FRPSOLPHQWDU\�WR�RQH�FRXQWU\
V�UHFHQW
WHOHFRPPXQLFDWLRQV�UHJXODWRU\�UHIRUP��:LOOLH�*ULHYH�DQG�6DQIRUG�/��/HYLQ��LQ��7HOHFRP
&RPSHWLWLRQ�LQ�&DQDGD�DQG�7KH�8�6���7KH�7RUWRLVH�DQG�WKH�+DUH��JLYH�KLJK�PDUNV�WR�WKH�&DQDGLDQ
UHIRUP�SURFHVV�OHDGLQJ�XS�WR�D�0D\�������UXOLQJ�WKDW�HVWDEOLVKHG�UXOHV�IRU�ORFDO�WHOHSKRQH�VHUYLFH
FRPSHWLWLRQ���7KH\�DUJXH�WKDW�WKH�UXOHV�ZLOO�OHDG�H[SHGLWLRXVO\�WR�WUXH�IDFLOLWLHV�EDVHG�FRPSHWLWLRQ�DW
WKH�ORFDO�OHYHO��7KH�8QLWHG�6WDWHV�LV�OLNHQHG�WR�WKH�KDUH�IRU�JHWWLQJ�RII�WR�D�PXFK�TXLFNHU�VWDUW�WKDQ
WKH�&DQDGLDQ�WRUWRLVH��EXW�VWRSSLQJ�EHIRUH�WKH�SURFHVV�ZDV�FRPSOHWH��

*ULHYH�DQG�/HYLQ�EHOLHYH�WKH�8�6��7HOHFRPPXQLFDWLRQV�$FW�RI������KDV�FUHDWHG�D��VKDGH�WUHH�
ZKLFK�WKH\�FODLP��PD\�DFWXDOO\�HQWUHQFK�PRQRSRO\�DQG�PDUNHW�SRZHU�LQ�WKH�ORFDO�QHWZRUNV�RI�WKH
LQFXPEHQW�ORFDO�FDUULHUV����7KH�DXWKRUV�IRFXV�RQ�WKH�GLIIHUHQW�DSSURDFKHV�WR�XQEXQGOLQJ�DQG�UHVDOH
WDNHQ�LQ�WKH�WZR�ODUJHO\�SDUDOOHO�UHIRUP�PRYHPHQWV��%RWK�WKH�&DQDGLDQ�DQG�8�6��UHIRUPV�DUH
FRPSDUDEOH�LQ�WKHLU�UHTXLUHPHQWV�IRU�LQWHUFRQQHFWLRQ�RI�LQFXPEHQW�QHWZRUNV�ZLWK�WKRVH�RI�HQWUDQWV�
*ULHYH�DQG�/HYLQ�DUJXH��KRZHYHU��WKDW�WKH�$PHULFDQ�OHJLVODWLRQ�PDQGDWHV�H[FHVVLYH�XQEXQGOLQJ�
DQG�VHWV�XQUHDOLVWLFDOO\�ORZ�SULFHV�IRU�UHVDOH�RI�XQEXQGOHG�QHWZRUN�HOHPHQWV�E\�QRW�UHTXLULQJ�D
VXIILFLHQW�FRQWULEXWLRQ�WR�DQ�LQFXPEHQW
V�IL[HG�FRVWV��7KH�&DQDGLDQ�UHIRUP��RQ�WKH�RWKHU�KDQG�
OLPLWV�XQEXQGOLQJ�DQG�UHVDOH�UHTXLUHPHQWV�WR�RQO\�WKH��HVVHQWLDO�IDFLOLWLHV��RI�LQFXPEHQWV��7KH
UHVXOW��WKH�DXWKRUV�FODLP��LV�WKDW�PDUNHW�HQWUDQWV�LQ�WKH�86�HQWUDQWV�KDYH�LQDGHTXDWH�LQFHQWLYHV�WR
HQJDJH�LQ�WUXH�IDFLOLWLHV�EDVHG�FRPSHWLWLRQ��DQG�ZLOO�VLPSO\�FRQWLQXH�UHSXUFKDVLQJ�DQG�UHVHOOLQJ
HOHPHQWV�RI�WKH�LQFXPEHQW
V�QHWZRUNV�ZLWKRXW�SURYLGLQJ�WUXH�FRPSHWLWLRQ�IRU�WKHP��,Q�&DQDGD��WKH\
EHOLHYH��WKH�ODZ�HQFRXUDJHV�HQWUDQWV�WR�FRQVWUXFW�FRPSHWLQJ�IDFLOLWLHV��ZKLFK�PDQ\�DQDO\VWV�DJUHH
PXVW�EH�WKH�EDVLV�IRU�WUXH�ORFDO�WHOHFRPPXQLFDWLRQV�FRPSHWLWLRQ�

7+(�(',7256

7KLV�ERRN�ZDV�HGLWHG�ZKLOH�'DYLG�:DWHUPDQ�ZDV�$VVRFLDWH�3URIHVVRU�LQ�WKH�'HSDUWPHQW�RI
7HOHFRPPXQLFDWLRQV�DW�,QGLDQD�8QLYHUVLW\��%ORRPLQJWRQ��DQG�-HII�0DF.LH�0DVRQ�ZDV�$VVRFLDWH
3URIHVVRU�RI�(FRQRPLFV��,QIRUPDWLRQ�DQG�3XEOLF�3ROLF\�LQ�WKH�'HSDUWPHQW�RI�(FRQRPLFV��DQG�LQ�WKH
6FKRRO�RI�,QIRUPDWLRQ�DW�WKH�8QLYHUVLW\�RI�0LFKLJDQ��$QQ�$UERU��0LFKLJDQ�


