
�����

,I�6FRWODQG�LV�D�6HFXODUL]HG�&RXQWU\��ZK\�LV�WKH(SLVFRSDO�&KXUFK�JURZLQJ"

1HZ�&ROOHJH8QLYHUVLW\�RI�(GLQEXUJK
6RFLRORJ\�RI�5HOLJLRQ+RQRXUV�&ODVV

7KH�5HYG��*DUHWK�-��0��6DXQGHUV��������������
JDUHWK#JDUHWK�DQG�MDQH�VDXQGHUV�FR�XNKWWS���ZZZ�JDUHWK�DQG�MDQH�VDXQGHUV�FR�XN�DFDGHPLF�KWP



$LP0\�DLP�LQ�WKLV�HVVD\�LV�WR�H[DPLQH�ZKHWKHU�WKH�GDWD�SUHVHQWHG�LQ�WKH������6FRWWLVK�&KXUFKHVVXUYH\� SXEOLVKHG� DV� 3URVSHFWV� IRU� 6FRWODQG� ���� FDQ� GHWHUPLQH� ZKHWKHU� 6FRWODQG� LV� DVHFXODUL]HG�FRXQWU\��DQG�WR�HYDOXDWH�WKH�GDWD�IRU�WKH�6FRWWLVK�(SLVFRSDO�&KXUFK�LQ�OLJKW�RI�WKLV�
0HWKRG,� VKDOO� ILUVW� H[DPLQH� WKH� UHVXOWV� RI� WKH� ����� 6FRWWLVK� &KXUFKHV� VXUYH\�� ZLWK� D� SDUWLFXODUHPSKDVLV�RQ�WKH�ILJXUHV�IRU�WKH�6FRWWLVK�(SLVFRSDO�&KXUFK��FRPSDUHG�ZLWK�WKH�ILJXUHV�IRU�WKHQDWLRQDO� FKXUFK�� WKH� 3UHVE\WHULDQ� &KXUFK� RI� 6FRWODQG� DQG� WKH� 5RPDQ� &DWKROLF� &KXUFK�)ROORZLQJ�DQ�HYDOXDWLRQ�RI�WKH�PDWHULDO�SUHVHQWHG�LQ�3URVSHFWV�IRU�6FRWODQG����� ,�VKDOO�JLYHD�GHILQLWLRQ�RI�ZKDW� LV�PHDQW�E\� 
VHFXODUL]DWLRQ
 DQG�GUDZ�DQ�RXWOLQH�RI�ZKDW� WKLV�PHDQV� LQSUDFWLFH�� �$JDLQVW� WKLV� ,� VKDOO� IRUZDUG�VRPH�FULWLFLVPV�RI� WKH� WKHRU\�PDNLQJ�PHQWLRQ�RI� WKH6FRWWLVK�VLWXDWLRQ��EHIRUH�PDNLQJ�P\�FRQFOXVLRQ�WKDW�6FRWODQG�FDQQRW�EH�UHJDUGHG�DV�D� WUXO\VHFXODU� VRFLHW\� DQG� WKDW� GHVSLWH� WKH� LPSUHVVLRQ� IURP�3URVSHFWV� IRU� 6FRWODQG� ���� WKDW� WKH6FRWWLVK�(SLVFRSDO�&KXUFK�LV�DOVR�LQ�GHFOLQH��WKRXJK�QRW�DV�UDSLGO\�DV�WKH�&KXUFK�RI�6FRWODQG�
6LWXDWLRQ�7RGD\,Q� ����� WKH� 6FRWWLVK� (SLVFRSDO� &KXUFK� SDUWLFLSDWHG� LQ� WKH� QDWLRQDO� FHQVXV� RI� FKXUFKDWWHQGDQFH� DQG� WUHQGV�� EDVHG� RQ� WKH� ILJXUHV� IRU� RQH� 
QRUPDO
� 6XQGD\�� ���2FWREHU� ������ WKHUHVXOWV�ZHUH�SXEOLVKHG�DV�3URVSHFWV� IRU�6FRWODQG������ WKH� IROORZLQJ�\HDU�� �7KH�UHVSRQVH� WRWKH�FHQVXV�ZDV�TXLWH�SURPLVLQJ�ZLWK�����RI�WKH�������FKXUFKHV�LQYLWHG�WR�WDNH�SDUW�UHWXUQLQJFRPSOHWHG�IRUPV���7KLV�ZDV�KLJKHU�WKDQ�ERWK�WKH�SUHYLRXV�6FRWWLVK�FHQVXV�D�GHFDGH�SUHYLRXV������DQG�WKH�(QJOLVK�FKXUFK�FHQVXV�LQ��������������2I�WKH����GHQRPLQDWLRQV�LQYROYHG�WKH6FRWWLVK�(SLVFRSDO�&KXUFK�SURYLGHG�WKH�KLJKHVW�UHVSRQVH�ZLWK�����RI�WKH�����FKXUFKHV������UHWXUQLQJ�ILJXUHV���7KH�UHVXOWV�VKRZHG�WKH�IROORZLQJ�SLFWXUH��LQ�WKH�GHFDGH�������������WKHUHZDV�D�GHFOLQH�LQ�DWWHQGDQFH��FRPSDUHG�DJDLQVW�WKH�WRWDO�6FRWWLVK�SRSXODWLRQ��RI�����IURP����WR������D�SHULRG�ZKHQ�WKH�DGXOW�SRSXODWLRQ�LQ�6FRWODQG�ZDV�VWDWLF�DQG�WKH�FKLOG�SRSXODWLRQKDG�GHFOLQHG�VOLJKWO\�7KH� ILJXUHV� IRU�6FRWWLVK� FKXUFK�DWWHQGDQFH� DQG�PHPEHUVKLS��ZKHQ�FRPSDUHG�ZLWK�SUHYLRXVVWDWLVWLFV�� VKRZHG� D� JUDGXDO� GHFOLQH� RYHU� WKH� ODVW� IRXUWHHQ� \HDUV� DQG� SUHGLFWHG� D� FRQWLQXHG
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GHFOLQH�LQWR�WKH�QH[W�PLOOHQQLXP��VKRXOG�FXUUHQW�WUHQGV�FRQWLQXH��VHH�7DEOH�DQG�)LJ� ��EHORZ��

PHPEHUVKLS
DGXOWV�DWWHQGDQFH
FKLOGUHQ�DWWHQGDQF���.
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����.
����.
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)LJ���)LJXUHV�IRU�7KH�&KXUFK�LQ�6FRWODQG

7KLV�PHDQV�WKDW�EHWZHHQ������DQG��������������SHRSOH�OHIW�WKH�FKXUFKHV�LQ�6FRWODQG��ZKLFKEUHDNV� GRZQ� WR� ������� D� \HDU�� RU� ���� SHU� ZHHN� �� DQG� JLYHQ� WKDW� WKH� DYHUDJH� VL]H� RIFRQJUHJDWLRQ�LQ�6FRWODQG�DW�WKH�WLPH�ZDV������WKLV�JLYHV�WKH�ZRUU\LQJ�VWDWLVWLF�WKDW�WKH�&KXUFKLV� ORVLQJ� WKH� HTXLYDOHQW� RI� RQH� FRQJUHJDWLRQ� HYHU\� ZHHN� �� DQG� WKDW� WKLV� WUHQG� KDV� EHHQFRQWLQXLQJ�HYHU\�ZHHN�IRU� WKH� ODVW� WHQ�\HDUV�� �7KH�VXUYH\�DOVR�GLVFRYHUHG��KRZHYHU�� � WKDW�DWOHDVW�����QHZ�FKXUFKHV�RSHQHG�GXULQJ�WKH�GHFDGH��������������ZKLOH�DW� OHDVW�����FKXUFKHVFORVHG�GXULQJ�WKDW�SHULRG��JLYLQJ�D�QHW�LQFUHDVH�RI�����QHZ�FKXUFKHV���6R��WKH�DFWXDO�VLWXDWLRQLV�QRW�DV�GLVKHDUWHQLQJ�DV� LW�ILUVW�DSSHDUHG��WKRXJK�LW�LV�EDG��WKHUH�DUH�QHZ�FKXUFKHV�RSHQLQJ�PRUH� WKDQ� DUH� FORVLQJ�� DQG� FKXUFKHV� DUH� DWWUDFWLQJ� SHRSOH�� WKRXJK� QRW� DV�PDQ\� FRPSDUHGZLWK� WKH� QXPEHU� RI� SHRSOH� OHDYLQJ� �DGPLWWHGO\� VRPH� WKURXJK� QDWXUDO� FDXVHV��� � :H� FDQFRQFOXGH� WKHQ� WKDW� WKH�FRQJUHJDWLRQV�ZKLFK�GR�VWD\�RSHQ�GR�VR�ZLWK�� RQ�DYHUDJH�� D� VPDOOHUFRQJUHJDWLRQ�
0HPEHUVKLS�DQG�$WWHQGDQFH7KH�GDWD�IRU�PHPEHUVKLS�DQG�DWWHQGDQFH�FDQ�EH�H[DPLQHG�IRU�HDFK�GHQRPLQDWLRQ���$�FXUVRU\LQYHVWLJDWLRQ�RI�WKH�ILJXUHV�VKRZV�WKDW�QRW�DOO�RI�WKH�FKXUFKHV�LQ�6FRWODQG�DUH�EHLQJ�DIIHFWHG�WRWKH� VDPH� GHJUHH�� � 7KH� ILJXUHV� IRU� WKH� 6FRWWLVK� (SLVFRSDO� &KXUFK�� LQ� SDUWLFXODU�� PDNHLQWHUHVWLQJ�UHDGLQJ��HVSHFLDOO\�ZKHQ�FRPSDUHG�ZLWK�WKH�VDPH�ILJXUHV�IRU�ERWK�WKH�&KXUFK�RI6FRWODQG�DQG�WKH�5RPDQ�&DWKROLF�&KXUFK���)RFXVLQJ�RQ�DGXOW�DWWHQGDQFH�GHFOLQH��WKH�&KXUFKRI�6FRWODQG�DSSHDUV�WR�WDNH�WKH�EUXQW�RI�LW��ZLWK�WKH�5RPDQ�&DWKROLF�FKXUFK�LQ�WRZ��D�GHFDGHGHFOLQH� RI� ������ DQG� ������ UHVSHFWLYHO\�� � +RZHYHU�� RYHU� WKH� VDPH� SHULRG� WKH� (SLVFRSDO�����



&KXUFK�DSSHDUV�WR�KDYH�JURZQ�LQ�ZHHNO\�DWWHQGDQFH�������IURP��������LQ������WR��������LQ������VHH�)LJ�� EHORZ����7KH�FHQVXV�DFNQRZOHGJHV�WKDW�WKH�RYHUDOO�DGXOW�DWWHQGDQFH�LQFUHDVHEHWZHHQ� ����� DQG� ����� LV� GXH� ODUJHO\� WR� WKH� LQIOXHQFH� RI� 6W�� 7KRPDV
V�� &RUVWRUSKLQH LQ(GLQEXUJK�� DQ� LQGHSHQGHQW� $QJOLFDQ� FKDSHO� ZKLFK� MRLQHG� WKH� (SLVFRSDO� &KXUFK� LQ� ����EULQJLQJ�ZLWK� LW� ����PHPEHUV�� DOUHDG\� KDYLQJ� 
SODQWHG
� D� FRQJUHJDWLRQ� DW� 6W�� 3DXO
V� DQG�6W�*HRUJH
V�LQ�������JLIWLQJ�WKHP����PHPEHUV��6W��3DXO
V�DQG�6W��*HRUJH
V�VXEVHTXHQWO\�JUHZ�WRRYHU�����DWWHQGHUV LQ��������+RZHYHU��WDNLQJ�WKLV�SRVW������DFWLYLW\�LQWR�DFFRXQW�WKH�FHQVXVVWLOO�VKRZV�WKDW�WKH�JUHDWHVW�JURZWK�LQ�WKH�6FRWWLVK�(SLVFRSDO�&KXUFK�ZDV�EHWZHHQ������DQG�����ZLWK�D����ULVH�
)LJ����$GXOW�$WWHQGDQFH���$OO�6FRWODQG
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�� I� Q� ��&KLOGUHQ
V�DWWHQGDQFH�VLPLODUO\�JUHZ�KHDOWKLO\�EHWZHHQ������DQG�������XS�����IURP�������WR�������� VLQNLQJ� ��� LQ� WKH� PLG�HLJKWLHV� EHIRUH� UHFRYHULQJ� D� IXUWKHU� ��� LQ� WKH� IRXU� \HDUVOHDGLQJ�XS� WR� WKH������VXUYH\�� �7KLV� LV� LQ� VWDUN�FRQWUDVW�ZLWK� WKH� ILJXUHV� IRU� WKH�&KXUFK�RI6FRWODQG�ZKLFK�VKRZ�QHDUO\�D�����IDOO�EHWZHHQ���������������DQG������ ���������� DQG� WKH5RPDQ�&DWKROLF�&KXUFK�ZKLFK�VXIIHUHG�D�����GHFOLQH�LQ�WKH�VDPH�SHULRG�VKRZLQJ�ILJXUHV�RI�������LQ������DQG��������LQ�������VHH�)LJ�� EHORZ��
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)LJ���&KLOGUHQ�$WWHQGDQFH���$OO�6FRWODQG

��������������������
��.��.��.��.��.��.��.��.��.���.

&K��RI�6FRWODQG 5RPDQ�&DWKROLF 6FRW��(SLVFRSDO,Q�FRQWUDVW�WR�WKLV�LQFUHDVH�LQ�ERWK�DGXOW�DQG�FKLOGUHQ
V�DWWHQGDQFH��6FRWWLVK�(SLVFRSDO�&KXUFKPHPEHUVKLS� IHOO� GXULQJ� WKLV� WLPH� IURP�������� LQ� ����� WR�������� LQ� ����� �DQ���� IDOO��� � ,QFRPSDULVRQ��PHPEHUVKLS�RI� WKH�&KXUFK�RI�6FRWODQG�IHOO�����IURP���������WR����������DQGPHPEHUVKLS�RI�WKH�5RPDQ�&DWKROLF�&KXUFK�GURSSHG����IURP���������WR���������GXULQJ�WKDWGHFDGH��VHH�)LJ���EHORZ��
)LJ���&KXUFK�0HPEHUVKLS���$OO�6FRWODQG

�����������������������.���.���.���.���.���.���.���.���.����.

&K��RI�6FRWODQG 5RPDQ�&DWKROLF 6FRW��(SLVFRSDO
�����



5HJDUGLQJ�WKH�PRYHPHQW�LQ�VL]H�RI�FRQJUHJDWLRQV��EHWZHHQ������DQG������RYHU�KDOI�������RI6FRWWLVK� (SLVFRSDO� &KXUFK� FRQJUHJDWLRQV� UHPDLQHG� VWDWLF�� ��� GHFOLQHG� DQG� ���� JUHZ�&RPSDUDEOH� ILJXUHV� IRU� WKH�&KXUFK�RI�6FRWODQG� DQG� WKH�5RPDQ�&DWKROLF� FKXUFK� DUH�� LQ� WKH&KXUFK�RI�6FRWODQG����� UHPDLQHG�VWDWLF�����GHFOLQHG�DQG�����JUHZ��ZKLOH� LQ� WKH�5RPDQ&DWKROLF�FKXUFK�����UHPDLQHG�VWDWLF�����GHFOLQHG�DQG����JUHZ�
(YDOXDWLRQ�RI�3URVSHFWV�IRU�6FRWODQG�����([DPLQLQJ�WKH�GDWD�SUHVHQWHG�LQ�WKH�VXUYH\��LQ�WKH�6FRWWLVK�(SLVFRSDO�&KXUFK�5HYLHZ�MRXUQDOLQ�������5HYG��'U��*DYLQ :KLWH�DVNV�WZR�TXHVWLRQV��LV�WKH�GDWD�UHOLDEOH��DQG�FDQ�DQ\WKLQJ�EHGRQH�DERXW�LW"� +LV�DQVZHU�WR�WKH�ILUVW�TXHVWLRQ�LV�\HV�LW�SUREDEO\�LV��EXW�DGGV�WKDW��WKLV�LV�QRWWKH�EHVW�ZD\�LQ�ZKLFK�WR�VWXG\�FKXUFK�VWDWLVWLFV����*DYLQ :KLWH�LQ�6FRWWLVK�(SLVFRSDO�&KXUFK5HYLHZ 9RO����1R�����6XPPHU�������S������+LV�PDLQ�FULWLFLVP�LV�WKDW�HYHQ�LI�WKH�GDWD�KHUH�LVDFFXUDWH��WKHUH�LV�QRWKLQJ�RYHU�WKH�SDVW�ILIW\�\HDUV�DJDLQVW�ZKLFK�WR�FRPSDUH�WKHVH�ILJXUHV�LQRUGHU�WR�VHH�KRZ�SDWWHUQV�DUH�FKDQJLQJ�DQG�IRUPLQJ���,W�LV�FOHDU�WKDW�QXPHULFDO�GHFOLQH�EHJDQLQ� WKH� ����V�� WKRXJK� WKH� &KXUFK� RI� 6FRWODQG� FODLPV� WR� KDYH� ZDUGHG� RII� GHFOLQH� IRU� WKUHHGHFDGHV�IXUWKHU���+RZHYHU��:KLWH�DUJXHV�WKDW

WKHUH�DUH�WZR�UHDVRQV�ZK\�WKHLU�QXPEHUV�DSSHDU�WR�KDYH�EHHQ�RQ�D�SODWHDX�IURP�����XQWLO�WKH�ODWH�����V���)LUVW�WKHUH�LV�D�WUDGLWLRQ�RI�NHHSLQJ��OLQHV��RU�QDPHV�RQ�UROOV�HYHQZKHQ� OLWWOH� LV� PHDQW� E\� WKLV�� DQG�� VHFRQG�� ZKHQ� GHFOLQH� ELWHV� LW� ILUVW� KLWV� WKHQRQ�FRPPXQLFDQW�IULQJH��RULJLQDOO\�JUHDWHU�WKDQ�WKH�FRPPXQLFDQW�FRUH��GULYLQJ�PRVWRI�WKHP�RXW�DQG�PDNLQJ�WKDW�VWDQFH�XQFRPIRUWDEOH�IRU�WKH�UHPDLQGHU�ZKR�WKHQ�PRYHWR�FRPPXQLFDQW�VWDWXV���:KLWH��RS��FLW��S����
7KLV�TXHVWLRQ�RI�PHPEHUVKLS��RI�SHRSOH�PDLQWDLQLQJ�DQ�DWWDFKPHQW�ZLWK�D�FKXUFK���EHORQJLQJEXW�QRW�DWWHQGLQJ���LV�DQ�LPSRUWDQW�RQH�WR�ZKLFK�,�VKDOO�ODWHU�UHWXUQ�
5HJDUGLQJ� WKH� ILJXUHV� IRU� (SLVFRSDOLDQV�� :KLWH� QRWHV� WKDW� WKH\� DSSHDU� LQ� 3URVSHFWV� IRU6FRWODQG�������DV�WKH\�VHHP�WR�KDYH�GRQH�DOVR�LQ�3URVSHFWV�IRU�6FRWODQG�������DV�D�VXFFHVV�&DQ�ZH�UHDOO\�EHOLHYH�WKDW�LQ�WKH�IDFH�RI�VXFK�DSSDUHQW�GHFOLQH�WKH�(SLVFRSDOLDQV�DUH�WKH�ORQHERDW�RQ�D�VHD�RI�VLQNLQJ�VKLSV�ZKR�DUH�DFWXDOO\�JHWWLQJ�VRPHZKHUH"��:KLWH�DQVZHUV��SUREDEO\QRW�� � +LV� DQVZHUV� DUH� WZR�IROG� )LUVWO\� KH� DFNQRZOHGJHV� WKH� DGGLWLRQ� RI� 6W�� 7KRPDV
�
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(GLQEXUJK�WR�WKH�(SLVFRSDO�&KXUFK��WR�ZKLFK�,�KDYH�DOUHDG\�DOOXGHG��WKH�VHFRQG�KH�VD\V�VWHPVIURP�WKH�QDWXUH�RI�WKH�VXUYH\���7KLV�LV�KLV�UHDVRQLQJ�
,Q������ WKH\�DVNHG�IRU� ILJXUHV�RQ�RQH�6XQGD\�RQO\��SOXV�D� ILJXUH� IRU�������DQG� WKDWZDV�FRPSDUDWLYHO\�VLPSOH�DQG�PD\�KDYH�EURXJKW�D�PRUH�FRPSOHWH�UHVSRQVH�WKDQ�WKHVXUYH\� LQ� �����ZKLFK�ZDV� IRU� VHYHUDO� 6XQGD\V�� �&HUWDLQO\� WKH� ILJXUHV� IRU� ����� DQG����� VHHP� OHVV� VSRQJ\� WKDQ� WKRVH� RI� ����� DQG� ����� RU�� VLQFH� ����� ZDV� QRW� WRRGLIILFXOW��WKH�ILJXUHV�IRU������ZKLFK�DUH�GHFLGHGO\�VXVSHFW���$V�IDU�DV�(SLVFRSDOLDQV�DUHFRQFHUQHG�� RQO\�KDOI� WKH�FKXUFKHV� HYHQ� WULHG� WR� DQVZHU� IRU������� � ,I�PDQ\�FKXUFKHVFRXOG�QRW�RU�ZRXOG�QRW�DQVZHU��LW�VXJJHVWV�RWKHUV�XVHG�JXHVVZRUN���$QG�EHWZHHQ�WKHIRXU�SRLQWV�DW�ZKLFK�VRXQGLQJV�KDYH�EHHQ�WDNHQ��LW�LV�IURP������XQWLO������WKDW�JURZWKLQ�DWWHQGDQFH�LV�JUHDWHVW���'LVFRXQW�WKH������ILJXUH�DQG�GLVFRXQW�WKH�(GLQEXUJK�VSHFLDOFLUFXPVWDQFHV�DQG�WKHUH�LV�QR�JURZWK�DW�DOO���$QG�WKH�SUHGLFWLRQ�RI����JURZWK�E\�����$�'� DOVR�IDLOV��(SLVFRSDOLDQV�DUH�IDOOLQJ��EXW�VORZO\��DQG�QR�ZRUVH�WKDQ��IRU�LQVWDQFH�WKH�%DSWLVWV���:KLWH��RS��FLW��S����

+DYLQJ� EULHIO\� H[DPLQHG� WKH� GDWD� SUHVHQWHG� LQ�3URVSHFWV� IRU� 6FRWODQG� ����� ZKLFK� RQ� WKHVXUIDFH�DSSHDUV�WR�LQGLFDWH�WKDW�WKH�6FRWWLVK�(SLVFRSDO�&KXUFK�LV�WKH�RQO\�&KULVWLDQ�FKXUFK�LQWKH� FRXQWU\�ZKLFK� LV� JURZLQJ�� EXW�ZKLFK�5HYG��'U��*DYLQ :KLWH� EHOLHYHV� WR� EH� DQ� RSWLFDOLOOXVLRQ� JLYHQ� WKH� SHFXOLDU� VLWXDWLRQ� LQ� (GLQEXUJK�� KRZ� WKH� ILJXUHV� ZHUH� FROOHFWHG� DQG� WKHLVVXH�RI�PHPEHUVKLS�YV��DWWHQGDQFH�IRU�GHWHUPLQLQJ�WKH�UHOLJLRVLW\�RI�D�QDWLRQ��,�ZDQW�QRZ�WRORRN� DW� WKH� JHQHUDO� WKHRU\� RI� VHFXODUL]DWLRQ WR� VHH� ZKHWKHU� ZH� FDQ� ILQG� DQ\� UHDVRQV� IRUEHOLHYLQJ�WKDW�*DYLQ�:KLWH
V�DVVHVVPHQW�LV�FRUUHFW�
'HILQLWLRQ�RI�
6HFXODUL]DWLRQ
7KH�WHUP�
VHFXODUL]DWLRQ
 FDQ�EH�XVHG�WR�GHVFULEH�WZR�SDUWLFXODU�SKHQRPHQD��ILUVWO\��LW�LV�XVHGWR�GHVFULEH� WKH�GHFOLQH� LQ� WKH�H[WHQW�RI� UHOLJLRXV�REVHUYDQFH�ZLWKLQ�D�SDUWLFXODU�VRFLHW\��DQGVHFRQGO\�� LW� LV� DOVR� WKH� QDPH� JLYHQ� WR� D� JHQHUDO� EHOLHI� DERXW� KLVWRU\�� QDPHO\� WKDW� WKHGHYHORSPHQW� RI� VRFLHW\� LV� GLDOHFWLFDOO\� SURJUHVVLYH�� DV� VRFLHW\� SURJUHVVHV� WRZDUGVPRGHUQL]DWLRQ LW�GHSHQGV�OHVV�RQ�D�UHOLJLRXV�XQGHUVWDQGLQJ�RI�LWVHOI�DQG�VR�UHOLJLRQ�ORVHV� LWVSRVLWLRQ�RI�DXWKRULW\�DQG� OHJLWLPDWLRQ�� �7KLV�JHQHUDO� WKHRU\�RI� VHFXODUL]DWLRQ SUHVFULEHV� WZRGHYHORSPHQWV�� WKDW� WKH� GHFOLQH� RI� UHOLJLRQ� LV� ERWK� LQHYLWDEOH� DQG� GHVLUDEOH�� � 6KRXOG� RQH� EH
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DEOH� WR�GHWHUPLQH�ZKHWKHU� D� VRFLHW\� LV� LQGHHG�VHFXODUL]HG� LW� VKRXOG�EH� HDV\� WR�GHPRQVWUDWHWKHUHIRUH�WKDW�WKH�GHFOLQH�RI�UHOLJLRQ�DQG�UHOLJLRXV�DGKHUHQFH�LV�DOVR�DSSDUHQW�
,W�KDV�ORQJ�EHHQ�EHOLHYHG��E\�VRFLRORJLVWV�RI�UHOLJLRQ��WKDW�WKH�GHFOLQH�LQ�UHOLJLRXV�DGKHUHQFH�LVDQ� LQHYLWDEOH� SURFHVV�� IROORZLQJ� DQ� +HJHOLDQ XQGHUVWDQGLQJ� RI� WKH� JUDGXDO� SURJUHVVLRQ� RIKLVWRU\� ZLWKLQ� LQGXVWULDOLVHG� VRFLHW\�� � $V� D� VRFLHW\� EHFRPHV� VHFXODUL]HG WZR� SKHQRPHQDRFFXU�� RQH�� WKHUH� LV� D� UHGXFWLRQ� LQ� WKH� VRFLDO� VLJQLILFDQFH�RI� UHOLJLRXV� LQVWLWXWLRQV�� DQG� WZR�WKHUH� LV� D�GHFOLQH� LQ� SHRSOH
V� SDUWLFLSDWLRQ� LQ� UHOLJLRXV� ULWXDOV�� �$V�ZH�KDYH� VHHQ� DERYH� WKHUHVXOWV�RI�WKH������FKXUFKHV�FHQVXV�VKRZ�WKDW�RYHUDOO�ZKLOH�WKHUH�DUH�QHZ�FKXUFKHV�RSHQLQJ�RYHUDOO� SHRSOH
V�SDUWLFLSDWLRQ� LQ�6XQGD\�ZRUVKLS� LQ� WKH�&KXUFK� LQ�6FRWODQG� LV� GHFOLQLQJ�� � ,IVHFXODUL]DWLRQ LV�D�JUDGXDO�SURFHVV��D�FDVH�RI�VRFLHW\�UHSHDWLQJ�SDWWHUQV�DQG�DGDSWLQJ�WR�QHZRQHV�XQWLO�LW�DUULYHV�DW�D�QHZ�SDUDGLJP��FDQ�ZH�WKHQ�SURYH�WKDW�6FRWODQG�LV��RU�LV�LQ�WKH�SURFHVVRI�EHFRPLQJ�VHFXODUL]HG��JLYHQ�WKH�3URVSHFWV�IRU�6FRWODQG������GDWD"
$�JHQHUDO�WKHRU\�RI�
6HFXODUL]DWLRQ
6HFXODUL]DWLRQ LV�D�WKHRU\�RI�PRGHUQLW\��LQ�ZKLFK�UDWLRQDOLW\�DQG�VFLHQWLILF�H[SODQDWLRQV�RI�WKHZRUOG� WDNH� SUHFHGHQFH� RYHU� D� UHOLJLRXV� ZRUOGYLHZ�� � ,W� LV� DQ� H[DPSOH� RI� D� SDUDGLJP� VKLIWWKURXJK�ZKLFK�WKH�FKXUFK�ORVHV�WKH�PRQRSRO\�ZRUOGYLHZ���$V�'RQ�&XSLWW�SXWV�LW

LQVWHDG�RI�VHHLQJ�WKH�ZRUOG� LQ� WHUPV�RI�SRHWU\��P\WK�DQG�V\PERO����ZH�KDYH�FRPH� WRVHH�WKH�ZRUOG�LQ�WHUPV�RI�PDWKHPDWLFDO�IUDPHZRUNV�DQG�VWUXFWXUDO�UHJXODULWLHV���,QVWHDGRI� H[SODLQLQJ� WKLQJV� E\� UHIHUHQFH� WR� RFFXOW� VSLULWXDO� SRZHUV�� ZH� H[SODLQ� WKHP� E\UHIHUHQFH�WR�D�EXLOW�LQ�ODZ�DELGLQJQHVV� �&XSLWW��������S����
,� KDYH� DOUHDG\� DFNQRZOHGJHG� %U\DQ� :LOVRQ
V� GHILQLWLRQ� RI� VHFXODUL]DWLRQ DV� WKH� SURFHVVWKURXJK�ZKLFK�UHOLJLRXV�WKLQNLQJ��SUDFWLFH��DQG�LQVWLWXWLRQV� 
ORVH�WKHLU�VRFLDO�VLJQLILFDQFH
�� �,WFDQ�DOUHDG\�EH�LPSOLHG�E\�WKHVH�EURDG�GHILQLWLRQV�WKDW�WKH�SURFHVV�RI�VHFXODUL]DWLRQ LV�UHIHUULQJSDUWLFXODUO\� WR� :HVWHUQ� LQGXVWULDOLVHG� VRFLHW\�� DQG� WKDW� WKH� 
UHOLJLRQ
� ZKLFK� LV� EHLQJXQGHUPLQHG�LV�&KULVWLDQLW\���'DYLG�0DUWLQ�FRQILUPV�WKLV�ZKHQ�KH�KROGV�WKDW��VHFXODUL]DWLRQ LVODUJHO\�UHVWULFWHG�WR�FXOWXUHV�ZKHUH�WKH�HFFOHVLDVWLFDO�LQVWLWXWLRQ�VWDQGV�LQ�FORVH�UHODWLRQVKLS�WRWKH� ZLGHU� VRFLHW\� DQG� SRZHU� VWUXFWXUH�� EXW� QHYHUWKHOHVV� UHPDLQV� VHSDUDWH�� �0DUWLQ�� �����S�������DQG�DJDLQ���LW�IROORZV�WKDW�>E\@�WKH�WHUP�
UHOLJLRQ
�LQ�WKLV�FRQWH[W�,�PHDQ�&KULVWLDQLW\��LWVFKDUDFWHULVWLF� HWKRV�� LQVWLWXWLRQV� DQG� EHOLHIV��� �0DUWLQ�� ������ S���� �6HFXODUL]DWLRQ LV� D� WKHVLV�����



DERXW� &KULVWLDQLW\�� � )XUWKHUPRUH�� LW� LV� D� WKHVLV� EDVHG� RQ� D� SDUWLFXODU� SKLORVRSKLFDOXQGHUVWDQGLQJ�RI�KLVWRU\�
*RUGRQ *UDKDP�� ZULWLQJ� LQ� WKH� MRXUQDO� 3KLORVRSK\� EHOLHYHV� WKH� JHQHUDO� WKHRU\� RIVHFXODUL]DWLRQ WR� EH� EHVW� XQGHUVWRRG� DV� D� VSHFLDO� DSSOLFDWLRQ� RI� +HJHO
V WKHRU\� RI� WKHSURJUHVVLYH��GHYHORSPHQWDO�QDWXUH�RI�KLVWRU\��ILUVWO\���LW�LV�D�GLDOHFWLFDO�SURFHVV�LQ�ZKLFK�EHWWHUVRFLDO� IRUPV�� ZKRVH� GHQL]HQV� KDYH� D� KLJKHU� OHYHO� RI� VHOI�XQGHUVWDQGLQJ�� HPHUJH� IURP� OHVVJRRG� RQHV�� � 6HFRQGO\�� DQ� LPSRUWDQW� SDUW� RI� WKH� ILQDO� FXOPLQDWLRQ� LV� LWV� UDWLRQDOL]DWLRQ RI&KULVWLDQLW\� LQWR�SKLORVRSK\���*UDKDP��������S������� �7KLV�YLHZ�RI�KLVWRU\�DV�D�SURJUHVVLYHGHYHORSPHQW�KDV�WKUHH�LPSRUWDQW�FRQVHTXHQFHV��WKH�GHFOLQH�RI�UHOLJLRQ�LV�ERWK�LQHYLWDEOH���DSKDVH�ZKLFK�KXPDQ�EHLQJV�HYHQWXDOO\�RXWJURZ���DQG�GHVLUDEOH���GLVFDUGLQJ�SULPLWLYH�EHOLHIVDQG� SUDFWLFHV� LQ� IDYRXU�RI� D�PRUH� HQOLJKWHQHG�PRGH� RI� WKRXJKW�� DQG� WKLUGO\�� WKH� GHFOLQH� RIUHOLJLRQ�LV�EHOLHYHG�WR�EH�TXLWH�DSSDUHQW���/HW�PH�H[SODLQ�
6HFXODUL]DWLRQ WKHRU\�H[DPLQHV�WKH�FRQGLWLRQV�XQGHU�ZKLFK�UHOLJLRXV�LQVWLWXWLRQV�EHFRPH�OHVVSRZHUIXO� DQG� UHOLJLRXV� EHOLHIV� EHFRPH� OHVV� HDVLO\� DFFHSWHG�� � ,I� VHFXODUL]DWLRQ LV� WR� EHXQGHUVWRRG� DV� DQ� H[FOXVLYH� SKHQRPHQRQ� RI� PRGHUQLW\� WKHQ� ZH� PXVW� EULHIO\� H[DPLQH� WKHYDULHW\�RI�HQWUDQFH�SRLQWV�LQWR�PRGHUQLW\�RIIHUHG�E\�WKH�VHFXODUL]DWLRQ WKHRU\���7KHUH�DUH�ILYHSURFHVVHV�RI� VRFLDO� FKDQJH� ,�ZRXOG� OLNH� WR�EULHIO\� H[DPLQH�� � UDWLRQDOL]DWLRQ� GLIIHUHQWLDWLRQ�VRFLDWDOLVDWLRQ��OHJLWLPDWLRQ�DQG�SULYDWLVDWLRQ�DQG�LQGLYLGXDWLRQ���,�VKDOO�DGGUHVV�WKHVH�LQ�WXUQ�5DWLRQDOLVDWLRQ�LV�WKH�SURFHVV�E\�ZKLFK�SHRSOH�RUJDQLVH�FHUWDLQ�DUHDV�RI�VRFLDO�OLIH�DFFRUGLQJWR� WKH� FULWHULD� RI� PHDQV�HQGV� �RU� IXQFWLRQDO�� UDWLRQDOLW\�� � 7KLV� LV� WKH� FRQYLFWLRQ� WKDW� DOOSKHQRPHQD� FDQ� EH� H[SODLQHG� UDWLRQDOO\�� $V� *RUGRQ *UDKDP� SXWV� LW� �WKH� LGHD� LV� WKDW� WKHGHYHORSLQJ� LQWHOOHFWXDO� VWUXFWXUHV�ZKLFK� JDYH� ULVH� WR�PRGHUQ� VFLHQFH� DQG� WHFKQRORJ\�� ZLWKWKHLU� UHVXOWDQW� SURVSHULW\�� KDYH� FUHDWHG� D�PHQWDOLW\�ZKLFK� FDQ� QR� ORQJHU� DFFHSW� WKH�PDJLFDODQG�VXSHUQDWXUDO�HOHPHQWV� WKDW�DUH�DQ�HVVHQWLDO�SDUW�RI�UHOLJLRQ���*UDKDP��������S������� �$VVXFK� WKRVH� LQVWLWXWLRQDO� VSKHUHV�ZKLFK� FDQ� EH� UDWLRQDOO\� H[SODLQHG� DUH� UHJDUGHG� DV� 
VHULRXV
�L�H��VFLHQFH��PHGLFLQH��ODZ��DFDGHPLD��HWF���ZKLOH�WKRVH�VSKHUHV�ZKLFK�FDQQRW�EH�VXEMHFWHG�WRUDWLRQDO��V\VWHPDWLF�H[SORUDWLRQ�DQG�GLVVHFWLRQ��L�H�� UHOLJLRQ�� LPDJLQDWLRQ��IDQWDV\��SOD\��HWF��DUH�UHJDUGHG�DV�QRQ�VHULRXV�DQG�DUH�UHOHJDWHG�WR�WKH�UHDOPV�RI�RQH
V�SULYDWH�OLIH�� �$V�:LOVRQSXWV�LW���WKH�V\VWHP�QR�ORQJHU�IXQFWLRQV����WR�IXOILO�WKH�ZLOO�RI�*RG��ZLWKRXW�WDNLQJ�LQWR�DFFRXQWWKH�FRVW�RI�WKLV�LQ�WHUPV�RI�WKH�HPRWLRQDO�VXSSRUW�UHOLJLRQ�RIIHUV��$FTXDYLYD��������S�����

�����



6HFRQGO\�� VRFLDO� DQG� LQVWLWXWLRQDO� GLIIHUHQWLDWLRQ� LV� WKH� SURFHVV� ZKHUHE\� WKH� YDULRXVLQVWLWXWLRQDO� VSKHUHV� EHFRPH� VHSDUDWHG� IURP� HDFK� RWKHU�� HDFK� SHUIRUPLQJ� D� VSHFLILFVSHFLDOLVHG� IXQFWLRQ�� � 7KLV� LV� QHFHVVDULO\� FRQGLWLRQHG� E\� WKH� UDWLRQDOL]DWLRQ SURFHVV�� DV� D
PRGHUQ
�XQGHUVWDQGLQJ�RI� VRFLHW\�FDQ�QR� ORQJHU� IXQFWLRQ�HIIHFWLYHO\�XQGHU� WKH�SDWURQDJH�RIWKH�FKXUFK��DQG�FDQ�EH�ZLWQHVVHG�LQ�WKH�JUDGXDO�GLVLQWHJUDWLRQ�LQ�WKH�OLQN�EHWZHHQ�FKXUFK�DQGVWDWH���:KHUH�RQFH�WKH�WZR�ZHUH�PXWXDOO\�MRLQHG��WKH�PRQDUFK�EHLQJ�VHHQ�DV�D�SULHVWO\�ILJXUH�WKH\�DUH�QRZ�TXLWH�GLVWLQFW�� �'XULQJ� WKH�0LGGOH�$JHV� WKH�FKXUFK�GHILQHG�DQG�DGPLQLVWUDWHGVRFLDO� EHKDYLRXU�� ODZ�� KHDOWK� DQG� PHGLFLQH�� HGXFDWLRQ� DQG� DFFRPPRGDWLRQ�� � ,Q� PRGHUQVRFLHW\�WKHVH�DUHDV�KDYH�DOPRVW�H[FOXVLYHO\�EHHQ�WUDQVIHUUHG�WR�VHFXODU�FRQWURO�LQ�WKH�IRUP�RISROLFH�IRUFHV��VRFLDO�VHUYLFHV�� MXGLFLDU\�VHUYLFHV��KHDOWK�ERDUGV��HGXFDWLRQ�ERDUGV�DQG�KRWHOV�$QRWKHU� LPSRUWDQW�DVSHFW�RI�VRFLDO�GLIIHUHQWLDWLRQ� LV� WKH�HIIHFW� LW�KDV�RQ�D�SHUVRQV�DELOLW\� WREHFRPH�PRELOH�DQG�WKHUHIRUH�WKH�VWUDLQV�LW�SODFHV�RQ�SHUVRQDO�DQG�ORFDO�UHODWLRQV���7KH�ORFDODQG�IDPLOLDU�LV�VXEYHUWHG���1R�ORQJHU�GR�SHRSOH�VLPSO\�UHPDLQ�LQ�WKHLU�KRPH�WRZQV�OHDUQLQJORFDO� VNLOOV� FRQWULEXWLQJ� WR� WKHLU� ORFDO�FRPPXQLW\�� �5DWKHU� � WKH\� DUH�HQFRXUDJHG� WR� WUDLQ� IRUVSHFLILF�� VSHFLDOL]HG OLQHV� RI� HPSOR\PHQW�� ZKLFK� ILUVWO\�� PDNHV� WKHP� PRUH� GLIILFXOW� WRUH�HPSOR\�LQ�WKH�ORFDO�DUHD��ZKLFK��VHFRQGO\��HQDEOHV��RU�HYHQ�HQFRXUDJHV�WKHP�WR�PRYH�RXWRI� WKH� DUHD� WR� ILQG� HPSOR\PHQW�� �$V� D� UHVXOW� LQGXVWULDO� DQG� RUJDQL]DWLRQDO UHODWLRQV� UHSODFHORFDO�FRPPXQLW\�UHODWLRQV��ZKLFK�LV�WKH�EDVLV�XSRQ�ZKLFK�UHOLJLRQ���HVSHFLDOO\�&KULVWLDQLW\��UHOLHV�� XUEDQ� VRFLHW\� UHSODFHV� VPDOO� UXUDO� FRPPXQLWLHV�� � $V� DQ� H[DPSOH�� ODUJH� FKDLQVXSHUPDUNHWV� UHSODFH� VPDOOHU�� ORFDO� JURFHU\� VKRSV�� ODUJH� LQWHUQDWLRQDO� HOHFWURQLFV� ILUPVPRQRSROLVH� WKH� HPSOR\PHQW� LQ� ORFDO� WRZQV�ZLWK� WKH� HIIHFW� WKDW� VKRXOG� WKH� EXVLQHVV� IDLO� RUUHORFDWH�WKH�ORFDO�WRZQ�LV�JUHDWO\�HIIHFWHG���7KLV�LV�WKH�WKLUG��WKH�UHSODFHPHQW�RI�WKH�ORFDO�ZLWKWKH�JOREDO�LV�WKH�SURFHVV�NQRZQ�DV�VRFLHWDOLVDWLRQ�(DFK�RI� WKHVH�SURFHVVHV�DVVXPH�RQH�XQGHUO\LQJ�EHOLHI��+HJHO
V XQGHUVWDQGLQJ� WKDW�KLVWRU\� LVSURJUHVVLYH���+H�EHOLHYHG��DPRQJVW�RWKHUV��WKDW��WKURXJK�VXFFHHGLQJ�VWDJHV��WKH�KXPDQ�PLQGUHDFKHV� KLJKHU� OHYHOV� RI� VHOI�XQGHUVWDQGLQJ�� DQG� WKH� FXOPLQDWLQJ� VWDJH� LV� WKDW� LQ� ZKLFKVHOI�XQGHUVWDQGLQJ� LV� FRPSOHWH�� �*UDKDP�� ������ S������� � ,Q� RWKHU� ZRUGV�� WKURXJKSKLORVRSKLFDO�DQG�VRFLRORJLFDO�SURJUHVVLRQ�KXPDQ�EHLQJV�ZRXOG� UHFODLP�DOO� DVSHFWV�RI� WKHLUOLYHV� IURP� WKH� VDIH�NHHSLQJ RI� WKH� UHOLJLRXV� LQVWLWXWLRQV�� WKH\�ZRXOG� OHDUQ� WR�ZDON� RQ� WKHLURZQ��XQDLGHG��DQG�WKURZ�DZD\�WKH�FUXWFK�RI�UHOLJLRQ���6R�IDU�VR�JRRG��IRU�+HJHO�$V�UDWLRQDOL]DWLRQ GHWHUPLQHV�WKH�GLUHFWLRQ�RI�LQVWLWXWLRQDO�GLIIHUHQWLDWLRQ��WKH�NQRFN�RQ�HIIHFWLV� WKDW� LQVWLWXWLRQDO� GLIIHUHQWLDWLRQ� GHWHUPLQHV� WKH� IRXUWK� DVSHFW� RI� VHFXODUL]DWLRQ WKHRU\�OHJLWLPDWLRQ�� :LWK� WKH� EUHDN�GRZQ RI� WKH� FKXUFK� DQG� FKXUFK�FRQWUROOHG� LQVWLWXWLRQV� LQWR������



VHSDUDWHG�� VSHFLDOLVHG� RUJDQLVDWLRQV� LW� IROORZV� WKDW� WKH� DXWKRULW\� ZKLFK� WKH� FKXUFK� RQFHFRPPDQGHG� LV�QRZ� WUDQVIHUUHG�ZLWK� WKH� VSHFLDOL]HG�WDVN WR� WKH�FRQWURO� RI� WKH�GLIIHUHQWLDWHGRUJDQLVDWLRQ���,Q�RWKHU�ZRUGV��DXWKRULW\�LV�QRZ�EDVHG�RQ�WKDW�RI�WKH�VSHFLDOL]HG UROH�RU�RIILFH�2Q� WKH� ZKROH�� SHRSOH� QR� ORQJHU� ORRN� WR� WKH� FKXUFK� IRU� DGYLFH� DQG� GLUHFWLRQ� DERXW� KHDOWKPDWWHUV��HGXFDWLRQ��RU�WKH�MXVWQHVV�RI�D�SDUWLFXODU�ZDU�RU�FRQIOLFW���6RFLHW\�EHFRPHV�SOXUDOLVHG�WKH�FKXUFK�LV�GHSULYHG�RI�LWV�WDNHQ�IRU�JUDQWHG�VWDWXV��DQG�EHFRPHV�\HW�DQRWKHU�VRFLDO�DJHQF\FRPSHWLQJ� IRU� OHJLWLPDF\�� LW� EHFRPHV� \HW� DQRWKHU� VKRS� LQ� WKH�PDUNHWSODFH� WU\LQJ� WR� VHOO� LWVZRUOGYLHZ�� � 7KLV� KDV� D� GHWULPHQWDO� HIIHFW�� KRZHYHU�� RQ� VRFLHW\�� DQG� GLVWLQJXLVKHV� PRGHUQVRFLHW\� IURP� WKDW� RI� VR�FDOOHG� 
WUDGLWLRQDO
� VRFLHW\�� WKHUH� LV� D� ORVV� RI� �� ZKDW� 0HUHGLWK� %�0F*XLUH�FDOOV�D�VHQVH�RI�D�VKDUHG�FRQFHSWLRQ�RI�RUGHU��D�VKDUHG�VHQVH�RI�PRUDO�FRPPXQLW\�+HJHO DFKLHYHV� KLV� LQHYLWDEOH�� GHVLUDEOH�� DSSDUHQW� ORVV� RI� UHOLJLRQ�� ZLWK� DQ� HQOLJKWHQHG�SRVW�FDSLWDOLVW�� WHFKQRORJLFDO� VRFLHW\�� EXW� DW� D� FRVW�� � &XSLWW WUDFHV� WKLV� SURFHVV� EDFN� WR� WKHWZHOIWK�FHQWXU\�
7KH�SURFHVV�RI�VHFXODUL]DWLRQ KDV�EHHQ�JRLQJ�RQ�YHU\�VORZO\�IRU�D�YHU\�ORQJ�WLPH���,WVEHJLQQLQJ�� DW� WKH�KHLJKW�RI�&KULVWLDQ�FLYLOL]DWLRQ LQ� WKH� WZHOIWK�FHQWXU\�� VHHPV� WR�EHFRQQHFWHG�ZLWK�WKH�IDFW�WKDW�&KULVWLDQLW\�PDNHV�D�VKDUSHU�GLVWLQFWLRQ�WKDQ�RWKHU�IDLWKVEHWZHHQ�WKH�FOHUJ\�DQG�WKH�ODLW\��DQG�EHWZHHQ�WKH�VDFUHG�DQG�VHFXODU���7KH�IDLWK�LWVHOIWHQGHG�WR�SXVK�SROLWLFDO�DQG�HFRQRPLF�PDQ�DZD\��RXW�LQWR�D�QRQ�UHOLJLRXV�UHDOP�� �,QWLPH�� WKDW� VHFXODU� UHDOP�RI�SROLWLFV�� HFRQRPLFV�� VFLHQFH�DQG� WHFKQRORJ\�RXWJUHZ�DQGRYHUZKHOPHG� WKH� VDFUHG�� � 5HOLJLRQ� ORVW� LWV� LQIOXHQFH� LQ� SXEOLF� OLIH�� DQG� LQ� WKH� SDVWFHQWXU\�RU�VR�KDV�HYHQ�ORVW�PXFK�RI�LWV�LQIOXHQFH�LQ�SULYDWH�OLIH�DV�ZHOO����&XSLWW� �����S�����

,I�WKHUH�KDV�EHHQ�D�GLPLQLVKHG��LI�QRW�H[WLQJXLVKHG�FRPPRQ�ZRUOGYLHZ�WKHQ�WKHUH�DUH�ERXQGWR�EH�SUREOHPV�DW�WKH�OHYHO�RI�HDFK�LQGLYLGXDO��SHRSOH�ZLOO�VHDUFK�IRU�VRXUFHV�RI�LGHQWLW\��QRW�DWWKH�VRFLDO�OHYHO��EXW�DW�WKH�LQGLYLGXDO�OHYHO���,QGLYLGXDO�FRQFHUQV�ZLOO�EH�VHHQ�DV�GLVWLQFW�IURPWKH�VRFLDO�JURXS�� �7KHUH�ZLOO�EH�D�SULYDWH�VHDUFK�IRU�EHOLHIV�� �$V�'DYLG�0DUWLQ�VD\V�UHOLJLRQEHFRPHV�D�SULYDWH�PDWWHU�LQ�D�SOXUDOLVW�VRFLHW\��0DUWLQ��������S����
6RFLHW\� WKHQ�KDV�EHHQ�EURNHQ�XS� LQWR�SLHFHV�� �:KLOH� VRFLHW\�ZDV�RQFH�KHOG� WRJHWKHU�E\� WKHFR�RSHUDWLYH� LQWHJUDWLRQ� RI� FKXUFK� DQG� VWDWH�� WKH� FKXUFK� KDV� EHHQ� SULYDWLVHG�� VROG� RII� E\GHSDUWPHQW�WR�SULYDWH�LQVWLWXWLRQV�ZKR�QRZ�FRQWURO�DQG�GHILQH�WKHLU�SDUWLFXODU�VSKHUH��ZLWK�QR������



UHIHUHQFH� WR� WKH� 'LYLQH�� � 7KH� ZRUOG�� DV� D� UHVXOW�� LV� YLHZHG� LQ� WHUPV� RI� � SKLORVRSK\�PDWKHPDWLFV�� SK\VLFV�� FKHPLVWU\� DQG� ELRORJ\� UDWKHU� WKDQ� LQ� WHUPV� RI� WKHRORJ\�� WKH� *RG� RI$EUDKDP�� ,VDDF� DQG� -DFRE�� � 6RFLHW\� DV� VXFK�� WKH� VHQVH� RI� D� FROOHFWHG� ZKROH�� KDV� EHHQGLPLQLVKHG�� LQ� IDYRXU� RI� D� SOXUDOLVW� IUHH�IRU�DOO�� HYHU\RQH� IRU� WKHPVHOYHV�� � 3HRSOH� DUH� QRORQJHU� ORRNLQJ� IRU� XOWLPDWH� PHDQLQJ� DQG� VDWLVIDFWLRQ� LQ� WKH� &KXUFK�� RU� LQ� *RG�� WKH\� DUHORRNLQJ� IRU� XOWLPDWH� PHDQLQJ� LQ� WKHPVHOYHV�� � 5HOLJLRQ� LV� VHHQ� DV� PDUJLQDO� WR� OLIH
V� SULPHFRQFHUQV���3HRSOH�WRR��KDYH�EHFRPH�LQGLIIHUHQW�WR�FKDULVPDWLF�DSSHDOV��ZKHWKHU�LW�LV�SROLWLFV�FKDULW\�RU�WKH�FKXUFK��DV�WKH\�DUH�LQFUHDVLQJO\�EHLQJ�VHHQ�DV� 
QRWKLQJ�WR�GR�ZLWK�PH
�� �(YHU\PDQ�LV�DQ�LVODQG�� LW�VHHPV�LQ�WKLV�VHFXODUL]HG VRFLHW\�� �7KH� 
,
� WDNHV�SUHFHGHQFH�RYHU�WKH� 
XV
�&RPSDUH�� IRU� H[DPSOH�� WKH� PDUNHG� GHFOLQH� LQ� FKDULWDEOH� GRQDWLRQV� FRPSDUHG� ZLWK� WKHPRQHWDU\� JLYLQJ� WR� WKH� 1DWLRQDO� /RWWHU\�� RU� WKH� GHFOLQH� LQ� WKH� QXPEHU� RI� DGKHUHQWV� WRYROXQWDU\� ERGLHV�� FOXEV�� SROLWLFDO� SDUWLHV�� � 7KH� FKXUFK� LV� QRW� WKH� RQO\� LQVWLWXWLRQ� ZKR� LVVXIIHULQJ�D�GHFOLQH�LQ�LWV�PHPEHUVKLS���'DYLG�0DUWLQ�DJUHHV�ZLWK�WKLV�ZKHQ�KH�DUJXHV�WKDW��DOO��LQVWLWXWLRQV�H[SDQG�DQG�GHFOLQH�IRU�D�ZLGH�YDULHW\�RI�UHDVRQV��DQG�UHOLJLRXV�LQVWLWXWLRQV�DUH�QRH[FHSWLRQ���)RU�H[DPSOH��WKH�FRQWHPSRUDU\�GHFOLQH�LQ�UHOLJLRXV�LQVWLWXWLRQV�PD\�EH�SDUW�RI�WKHJHQHUDO�PDODLVH�ZKLFK� LV�RIIVHWWLQJ�HYHU\�NLQG�RI� VRFLDO� LQVWLWXWLRQ� LQ�D� WLPH�RI� UDSLG� VRFLDOFKDQJH�� �0DUWLQ�� ������ S������ � � 0DUWLQ� JRHV� IXUWKHU� LQ� KLV� FULWLFLVP� RI� XVLQJ� WKH� WHUP
VHFXODUL]DWLRQ
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V�QDWLRQDO��PHPEHUVKLSVWDQGV�DW�����������7KLV�PHDQV�WKDW���������PHPEHUV�RI�WKH�FKXUFK�VWD\HG�DZD\��QHDUO\�KDOI�DPLOOLRQ�PHPEHUV���������RI�WKH�&KXUFK�RI�6FRWODQG�IRXQG�D�UHDVRQ�IRU�QRW�DWWHQGLQJ�FKXUFK�7KHUH�LV� WKHUHIRUH�D�SUREOHP�ZLWK�DVVHVVLQJ�WKH�SODFH�RI� WKH�FKXUFK�LQ�VRFLHW\�E\�UHO\LQJ�RQWKH�ILJXUHV�IRU�DWWHQGDQFH�DQG�PHPEHUVKLS�RI�&KULVWLDQ�FKXUFKHV�+RZ�FDQ�RQH�H[SODLQ�WKH�GLIIHUHQFH�LQ�QXPEHUV��EHWZHHQ�PHPEHUV�DQG�
UHJXODU
�DWWHQGHHV"��,I6FRWODQG� LV� EHFRPLQJ�� RU� KDV� EHFRPH� VHFXODUL]HG ,� VKRXOG� H[SHFW� WKHUH� WR� EH� D� GHFOLQH� LQUHOLJLRXV�SUDFWLFH�� UHOLJLRXV�PHPEHUVKLS� DQG� DGKHUHQFH� WR�SULYDWH� UHOLJLRXV�SUDFWLFHV�� EDVHGRQ� %U\DQ� :LOVRQ
V� GHILQLWLRQ� WKDW� VHFXODUL]DWLRQ LV� WKH� SURFHVV� WKURXJK� ZKLFK� UHOLJLRXVWKLQNLQJ�� SUDFWLFH�� DQG� LQVWLWXWLRQV� 
ORVH� WKHLU� VRFLDO� VLJQLILFDQFH
�� � +H� SURYLGHV� 
VWDWLVWLFDOHYLGHQFH�RI�VHFXODUL]DWLRQ
 ZKLFK�PHDVXUHV�
WKH�GHFOLQH�LQ�RUJDQLVHG�UHOLJLRXV�SDUWLFLSDWLRQ
��LQWHUSUHWHG�DV�SHRSOH�YRWLQJ�ZLWK�WKHLU�IHHW�DQG�VHHNLQJ�DOWHUQDWLYH�UHOLJLRXV�YHKLFOHV�� � ,Q�DQDUWLFOH� HQWLWOHG� �6RPH� 5HIOHFWLRQV� RQ� WKH� 3DUDOOHO� 'HFOLQH� RI� 5HOLJLRXV� ([SHULHQFH� DQG5HOLJLRXV� 3UDFWLFH�� 6DELQR $FTXDYLYD DUJXHV� WKDW� �LW� FDQ� EH� GHPRQVWUDWHG� WKDW� UHOLJLRXVH[SHULHQFH� LV�FORVHO\� FRUUHODWHG�ZLWK� OLWXUJ\� DQG�ZLWK� UHOLJLRXV�SUDFWLFH�� �$FTXDYLYD� �����S�������+H�DUJXHV�WKDW
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� TXRWHG�LQ�,QWURGXFWRU\�6RFLRORJ\��0DFPLOODQ�3UHVV�������



SHRSOH�ZKR�DUH�PHPEHUV�RI�DQ�RUJDQLVHG�UHOLJLRXV�VWUXFWXUH�RU�ZKR�KDYH�D�UHOLJLRXVIDLWK�DUH�PRUH� OLNHO\� WKDQ�RWKHUV� WR�KDYH�D� UHOLJLRXV�H[SHULHQFH�� �$QG�WKRVH�ZKR�DUHJHQHUDOO\� UHOLJLRXV� �RU� EHWWHU� &KULVWLDQV�� KDYH� PRUH� LQWHQVH� H[SHULHQFHV� WKDQ� WKRVHZKR� GR� QRW� IDOO� LQWR� DQ\� RI� WKH� ���� FDWHJRULHV� >RI� 'HQRPLQDWLRQDO� &KULVWLDQ� DQG
&KULVWLDQ
@���7KLV�LV�WUXH�IRU�:HVWHUQ�,QGXVWULDO�VRFLHWLHV����$FTXDYLYD��������S����
+LV�DQDO\VLV�VKRZV�WKDW�ZKLOH�UHOLJLRXV�H[SHULHQFH�LV�VWLOO�IDLUO\�ZLGHVSUHDG�LQ�VRFLHW\��WKLV�KDVWR� EH� XQGHUVWRRG� DV� D� NLQG� RI� LQYLVLEOH� UHOLJLRQ�� L�H�� LW� LV� QRW� EHLQJ� SUDFWLFHG ZLWKLQ� WKHLQVWLWXWLRQDO� FKXUFKHV�� WKLV� KDV� LPSOLFDWLRQV� IRU� WKH� WKHRU\� RI� VHFXODUL]DWLRQ� 1DPHO\� WKDWWKHUH�DSSHDUV� WR�EH��UDWKHU� WKDQ�D�GHFOLQH�LQ�UHOLJLRXV�EHOLHI� LQ�VRFLHW\�SHU�VH���D�PRYH�DZD\IURP� D� SXUHO\� &KULVWLDQ� EHOLHI� �LI� LQGHHG� LW� FRXOG� EH� SURYHQ� WKDW� WKHUH� ZDV� DW� RQH� SRLQW� DVKDUHG�&KULVWLDQ�EHOLHI� LQ�6FRWODQG���ZKDW�5RELQ�*LOO� FDOOV� D� 
GHFKULVWLDQL]DWLRQ
 UDWKHU� WKDQ
VHFXODUL]DWLRQ
� 7UHYRU�+XGGOHVWRQ KDV�FRPPHQWHG� UHFHQWO\�� �:H�KDYH�PRYHG� IURP�ZKHUH&KULVWLDQLW\�LV�FXOWXUH�WR�ZKHUH�&KULVWLDQLW\�LV�FKRLFH�����.QRFN��0LVVLRQ����
&RQFOXVLRQ

,W�LV�FOHDU�WKDW�WKH�IDOO�RI�FKXUFKJRLQJ�KDV�DIIOLFWHG�VRPH�FKXUFKHV�PRUH�WKDQ�RWKHUV���FKXUFK� DWWHQGDQFH� KDV� EHHQ� KLJKHU� LQ� GLVWULFWV� ZLWK� D� VWURQJ� &DWKROLF� SRSXODWLRQ���:KLOVW�WKH�&DWKROLF�&KXUFK�KDV�QRW�EHHQ�LPPXQH�WR�GHFOLQLQJ�DWWHQGDQFHV� HVSHFLDOO\VLQFH�WKH�HDUO\�����V��WKH�GHFD\�RI�FKXUFKJRLQJ�LQ�WKH�WZHQWLHWK�FHQWXU\�KDV�EHHQ�PRVWSURQRXQFHG�DPRQJVW�3URWHVWDQWV���%URZQ��S����
:KLOH�WKH�6FRWWLVK�(SLVFRSDO�&KXUFK�LV�GHFLGHGO\�PRUH�&DWKROLF�WKDQ�3URWHVWDQW�LW�WRR�KDV�QRWEHHQ�LPPXQH�IURP�GHFOLQH��ERWK�LQ�WHUPV�RI�DWWHQGDQFH�DQG�PHPEHUVKLS���,W�VHHPV�WKDW�ZKLOHPHPEHUVKLS�RI�D�FKXUFK��PDLQWDLQLQJ�DW� OHDVW� D� WHQWDWLYH� OLQN�ZKLOH�QRW�DWWHQGLQJ� UHJXODUO\�ZDV� VHHQ� DV� LPSRUWDQW� LQ� WKH� SDVW� LW� LV� LQFUHDVLQJO\� EHLQJ� UHJDUGHG� DV� OHVV� LPSRUWDQW� QRZ�*LYHQ�WKH�SHFXOLDU�FLUFXPVWDQFHV�LQ�ZKLFK�WKH�6FRWWLVK�(SLVFRSDO�&KXUFK�IRXQG�LWVHOI�GXULQJ

������

� ,I� E\� 
UHOLJLRXV
�ZH�PHDQ� �DQ� DFFHSWDQFH�RI� D� OHYHO� RI� UHDOLW\�EH\RQG� WKH�REVHUYDEOHZRUOG� NQRZQ� WR� VFLHQFH�� WR� ZKLFK� DUH� DVFULEHG� PHDQLQJV� DQG� SXUSRVHV� FRPSOHWLQJ� DQGWUDQVFHQGLQJ�WKRVH�RI�WKH�SXUHO\�KXPDQ�UHDOP����0DUWLQ��������S����



WKH� GHFDGH� ����� WR� ����� LW� DSSHDUV�QRZ� WKDW� WKH�3URVSHFWV� IRU�6FRWODQG� ����� UHVXOWV�ZHUHPLVOHDGLQJ�ZKHQ� WKH\�VXJJHVWHG� WKDW� WKH�(SLVFRSDO�&KXUFK�ZDV�DORQH� LQ� VWDQGLQJ�XS� WR� WKHSOLJKW� RI� VHFXODUL]DWLRQ� )XUWKHUPRUH� LW� FDQ� EH� VHHQ� WKDW� WKH� WKHRU\� RI� VHFXODUL]DWLRQ LV� DIODZHG� RQH� ZKLFK� LV� WRR� RQH�GLPHQVLRQDO� LQ� LWV� H[SHFWDWLRQ� RI� ZLGHVSUHDG� GHFOLQH� LQDGKHUHQFH�WR�D�UHOLJLRXV�XQGHUVWDQGLQJ�RI�WKH�ZRUOG���:KLOH�WKHUH�LV�D�GHFOLQH�LQ�DGKHUHQFH�WRIRUPDO�UHOLJLRQ�LW�FDQQRW�EH�VDLG�WKDW�6FRWODQG�WRGD\�LV�HQWLUHO\�VHFXODU�
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%LEOLRJUDSK\
6DELQR $FTXDYLYD �6RPH�5HIOHFWLRQV� RQ� WKH� 3DUDOOHO�'HFOLQH� RI�5HOLJLRXV�([SHULHQFH� DQG5HOLJLRXV�3UDFWLFH��LQ�6HFXODUL]DWLRQ� UDWLRQDOLVP�DQG�VHFWDULDQLVP��HVVD\V�LQ�KRQRXU�RI�%U\DQ5�� :LOVRQ� HGLWHG� E\� (LOHHQ %DUNHU�� -DPHV� $�� %HFNIRUG� DQG� .DUHO 'REEHODHUH >2[IRUG8QLYHUVLW\�3UHVV��2[IRUG�����@
3HWHU� %ULHUO\ DQG� )HUJXV 0DFGRQDOG �HGLWRUV�� � 3URVSHFWV� IRU� 6FRWODQG� ������ 7UHQGV� DQG7DEOHV� IURP� WKH� ����� 6FRWWLVK� &KXUFKHV� &HQVXV >1DWLRQDO� %LEOH� 6RFLHW\� RI� 6FRWODQG�(GLQEXUJK���&KULVWLDQ�5HVHDUFK��/RQGRQ�����@
6WHYH� %UXFH� $� +RXVH� 'LYLGHG�� 3URWHVWDQWLVP�� 6FKLVP�� DQG� 6HFXODUL]DWLRQ >5RXWOHGJH�/RQGRQ�����@
5RELQ�*LOO�0\WK�RI�WKH�(PSW\�&KXUFK >63&.�/RQGRQ�����@
'DYLG�0DUWLQ�7KH�5HOLJLRQ�DQG�WKH�6DFUHG�����
'DYLG�0DUWLQ�$�*HQHUDO�7KHRU\�RI�6HFXODUL]DWLRQ������>V5%���0$5@
'DYLG�0F&URQH 8QGHUVWDQGLQJ�6FRWODQG�7KH�6RFLRORJ\�RI�D�6WDWHOHVV�1DWLRQ

-RXUQDOV*RUGRQ *UDKDP� �5HOLJLRQ�� 6HFXODUL]DWLRQ DQG�0RGHUQLW\�� LQ�3KLORVRSK\� -RXUQDO� ���� �����SS���������
*DYLQ :KLWH� �5HYLHZ� RI� 3URVSHFWV� IRU� 6FRWODQG� ������ 7UHQGV� DQG� 7DEOHV� IURP� WKH� ����6FRWWLVK�&KXUFKHV�&HQVXV��LQ�6FRWWLVK�(SLVFRSDO�&KXUFK�5HYLHZ -RXUQDO�9ROXPH���1XPEHU���6XPPHU�������SS������
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0DUNHU¶V�FRPPHQW
$�JRRG� HVVD\��ZHOO� QXDQFHG WKRXJK� SRRUO\� UHIHUHQFHG� DQG� RQH� FULWLFDO� VRXUFH� XVHGH[WHQVLYHO\�EXW�QRW�UHIHUHQFHG��7KLV�FRPHV�FORVH�WR�SODJLDULVP�EXW�,�ZLOO�OHW�LW�SDVV��DVRWKHU�UHIHUHQFHV�DUH�LQFOXGHG��,W�GRHV�KRZHYHU�DIIHFW�WKH�XQPRGHUDWHG�PDUN�

5HYG��'U��0LFKDHO�1RUWKFRWW1HZ�&ROOHJH��(GLQEXUJK�����
0DUN�DZDUGHG�������XQPRGHUDWHG�
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