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WKH�DXWKRUV�� �3DSHUV� LQ� WKLV� VHULHV� FDQ�EH�REWDLQHG�E\� VHQGLQJ�DQ�H�PDLO� WR
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:H� WKDQN�(ULF�:DUDVWD� IRU� UHVHDUFK� DVVLVWDQFH�� � 7KH� SDSHU� KDV� EHQHILWWHG� IURP

FRPPHQWV�E\�$QJHOR�0DVFDUR��-RKQ�3HWHUVRQ��%RE�'HQQLV��8IXN�'HPLURJOX��DQG

0DUN�+RRNHU���7KH�YLHZV�H[SUHVVHG�LQ�WKLV�SDSHU�DUH�WKRVH�RI�WKH�DXWKRUV�DQG�VKRXOG

QRW�EH�LQWHUSUHWHG�DV�WKRVH�RI�WKH�&RQJUHVVLRQDO�%XGJHW�2IILFH�
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7KLV�SDSHU�SURSRVHV�DQG�LQYHVWLJDWHV�WKH��DV\QFKURQL]DWLRQ�K\SRWKHVLV���ZKLFK

SUHGLFWV�WKDW�DQ�DV\QFKURQL]HG�VKRFN�WHQGV�WR�KDYH�D�VWURQJHU�DQG�ORQJHU�HIIHFW�RQ�WKH

8�6��EXVLQHVV�F\FOH�WKDQ�DQ�LQWHUQDWLRQDOO\�V\QFKURQL]HG�VKRFN���7KH�K\SRWKHVLV�ILQGV

HPSLULFDO� VXSSRUW� LQ� WKH� LPSXOVH� UHVSRQVHV� RI� 8�6�� RXWSXW� DQG� LQIODWLRQ� WR

V\QFKURQL]HG�DQG�DV\QFKURQL]HG�VKRFNV��WKRVH�UHVSRQVHV�DUH�HVWLPDWHG�LQ�D�V\VWHP

RI�IRXU�YDULDEOH�VWUXFWXUDO�YHFWRU�DXWRUHJUHVVLRQ���,W�DOVR�ILQGV�VXSSRUW�LQ�VW\OL]HG

IDFWV��WKH�ORQJHVW�8�6��H[SDQVLRQV�KDYH�WHQGHG�WR�RFFXU�ZKHQ�WKH�UHVW�RI�WKH�ZRUOG�LV

JURZLQJ�EHORZ�SRWHQWLDO�



�� 7KLV SDWWHUQ LV D URXJK GHVFULSWLRQ RI WKH HPSLULFDO ILQGLQJV RI 5RPHU DQG 5RPHU ������� 7KH\ VKRZ WKDW PRVW RI WKH

SRVW�:RUOG :DU ,, HFRQRPLF H[SDQVLRQV LQ WKH 8�6� KDYH HQGHG ZLWK D WLJKWHQLQJ RI PRQHWDU\ SROLF\�

�� )RU H[DPSOH� 6FKOHVLQJHU RI WKH :DOO 6WUHHW -RXUQDO �)HEUXDU\ �� ����� ZULWHV� �$ OHVV�KHUDOGHG EXW FUXFLDO IRUFH

EROVWHULQJ $PHULFD¶V HFRQRPLF SHUIRUPDQFH RYHU WKH SDVW QLQH \HDUV KDV EHHQ WKH HYROXWLRQ LQ WKH ZD\ PRQH\ IORZV

IURP WKRVH ZKR KDYH LW WR WKRVH ZKR ZDQW LW� 7KLV QHZ HFRQRP\� ZKHUH ILQDQFLDO ULVN LV VZDSSHG� VKDUHG DQG VSUHDG

WKURXJK PDQLIROG FKDQQHOV� KDV PRUH ]LS&ZLWQHVV WKH H[SORVLRQ LQ WHFKQRORJ\ VWDUW�XSV&DQG LW HQMR\V QHZ SURWHFWLRQ

DJDLQVW WKH SDLQIXO DWWDFNV WKDW SHULRGLFDOO\ DIIOLFWHG WKH ROG RQH��

�

'RHV�,QWHUQDWLRQDO�$V\QFKURQL]DWLRQ�0DWWHU�IRU�WKH�8�6��%XVLQHVV�&\FOH"

6HFWLRQ����,QWURGXFWLRQ

(FRQRPLF�H[SDQVLRQV�LQ�WKH�8�6��VLQFH�:RUOG�:DU�,,�KDYH�WHQGHG�WR�HQG�ZLWK�WKH

VDPH�SDWWHUQ��DV�WKH�HFRQRP\�DSSURDFKHV�FDSDFLW\��ZDJH�DQG�SULFH�LQIODWLRQ�EHJLQV

WR�ULVH���7KH�)HGHUDO�5HVHUYH�WKHQ�WLJKWHQV�PRQHWDU\�SROLF\�WR�GDPSHQ�LQIODWLRQDU\

SUHVVXUHV��WKHUHE\�SXVKLQJ�WKH�HFRQRP\�LQWR�D�UHFHVVLRQ����7KH�H[SDQVLRQ�WKDW�EHJDQ

LQ�$SULO�������KRZHYHU��DSSHDUHG�WR�GHYLDWH�IURP�WKLV�SDWWHUQ��WKH�H[SDQVLRQ�ZDV

DVVRFLDWHG�ZLWK�OLWWOH�LQIODWLRQDU\�EXLOGXS��DQG�FRQVHTXHQWO\��WKH�)HGHUDO�5HVHUYH�GLG

QRW�EHJLQ�D�VWULQJ�RI�XQLQWHUUXSWHG�WLJKWHQLQJ�XQWLO�ODWH�-XQH�������ZKHQ�&3,�LQIODWLRQ

ZDV�UXQQLQJ�RQO\�VOLJKWO\�DERYH�WKH���SHUFHQW�UDWH���%\�FRPSDULVRQ��FRQVXPHU�SULFHV

ZHUH�ULVLQJ�DW�����SHUFHQW�DW�WKH�HQG�RI�WKH�����V�ERRP�DQG�RYHU���SHUFHQW�DW�WKH�HQG

RI�WKH�����V�ERRP���&OHDUO\��WKH�PRQHWDU\�WLJKWHQLQJ�RI������ZDV�HQDFWHG�PRUH�LQ

UHDFWLRQ�WR�WKH�WKUHDW�RI�LQIODWLRQ��LQ�OLJKW�RI�WKH�WLJKW�ODERU�PDUNHW��WKDQ�WR�DFWXDO�KLJK

LQIODWLRQ���:KDW�KDV�PDGH�WKH�����V�H[SDQVLRQ�GLIIHUHQW"

�$�QXPEHU�RI� H[SODQDWLRQV�KDYH�EHHQ�RIIHUHG� IRU� WKH� ORQJHYLW\�RI� WKH� ODWHVW

H[SDQVLRQ���WKDW�WKH�FUHGLW�PDUNHWV�KDYH�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�VXVWDLQLQJ�WKH

FXUUHQW�H[SDQVLRQ���WKDW�JUHDWHU�ILVFDO�GLVFLSOLQH�DQG�HQKDQFHG�FHQWUDO�EDQN�FUHGLELOLW\

KDYH�KHOSHG�WDPH�LQIODWLRQ�H[SHFWDWLRQV�DQG�VXVWDLQHG�WKH�ERRP��WKDW�WKH�ULVH�LQ�WKH
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VHUYLFHV�FRPSRQHQW�RI�*'3�UHODWLYH�WR�PDQXIDFWXULQJ�DQG�PRUH�HIILFLHQW�LQYHQWRU\

PDQDJHPHQW�KDYH�FRQWULEXWHG�WR�UHQGHULQJ�WKH�HFRQRP\�OHVV�VXVFHSWLEOH�WR�F\FOLFDO

VZLQJV��WKDW�WKH�LQFUHDVH�LQ�SURGXFWLYLW\�JURZWK�FDXVHG�E\�GLJLWDO�WHFKQRORJ\�KDV

KHOSHG��PHHW�LQFUHDVHV�LQ�GHPDQG�DQG�ODERU�VKRUWDJHV�ZLWKRXW�GULYLQJ�XS�LQIODWLRQ�

RU�WKDW�JOREDOL]DWLRQ�SHU�VH�KDV�KHOSHG�SURORQJHG�WKH�H[SDQVLRQ�

7KLV�SDSHU�FRQVLGHUV�DQRWKHU� IDFWRU� WKDW� LV� OLNHO\� WR�KDYH�KHOSHG� LQFUHDVH� WKH

ORQJHYLW\� RI� WKH� ����V� H[SDQVLRQ�� � :H� FDOO� WKLV� IDFWRU� �WKH� DV\QFKURQL]DWLRQ

K\SRWKHVLV����7KH�K\SRWKHVLV�PDLQWDLQV�WKDW�LQ�D�IOH[LEOH�H[FKDQJH�UDWH�UHJLPH��DQ

DV\QFKURQL]HG��WKDW�LV��FRXQWU\�VSHFLILF���VKRFN�ZLOO�KDYH�D�VWURQJHU�DQG�ORQJHU�HIIHFW

RQ�RXWSXW�WKDQ�ZLOO�D�VKRFN�WKDW�DOVR�KLWV�WKH�UHVW�RI�WKH�ZRUOG���7KH�K\SRWKHVLV�PDNHV

WZR�DVVXPSWLRQV��WKDW�WKH�8�6��LV�VXIILFLHQWO\�LQWHJUDWHG�ZLWK�WKH�UHVW�RI�WKH�ZRUOG��RU

JOREDOL]HG��DQG� WKDW� WKH�)HGHUDO�5HVHUYH� LV� IRUZDUG�ORRNLQJ� DQG� �DW� OHDVW�SDUWO\�

HIIHFWLYH� LQ� FRPEDWLQJ� LQIODWLRQ� DQG� UHFHVVLRQV�� � 8QGHU� WKRVH� DVVXPSWLRQV�� DQ

H[SDQVLRQ� FDXVHG� E\� D� V\QFKURQL]HG� SRVLWLYH� VKRFN� LV� DFFRPSDQLHG� E\� VWURQJHU

LQIODWLRQDU\�SUHVVXUHV�WKDQ�DQ�H[SDQVLRQ�FDXVHG�E\�DQ�HTXDO�VL]HG�DV\QFKURQL]HG

VKRFN�� SURPSWLQJ� TXLFNHU� DQG� VWURQJHU� PRQHWDU\� WLJKWHQLQJ�� � &RQVHTXHQWO\�� DQ

H[SDQVLRQ� FDXVHG� E\� D� V\QFKURQL]HG� VKRFN� HQGV� HDUOLHU� WKDQ� RQH� FDXVHG� E\� DQ

DV\QFKURQL]HG� VKRFN�� 6\PPHWULFDOO\�� D� FRQWUDFWLRQ� FDXVHG� E\� D� V\QFKURQL]HG

QHJDWLYH�VKRFN�LV�SRWHQWLDOO\�PRUH�GHYDVWDWLQJ�IRU�WKH�HFRQRP\�WKDQ�RQH�FDXVHG�E\

DQ� HTXDO�VL]HG� DV\QFKURQL]HG� VKRFN�� SURPSWLQJ� TXLFNHU� DQG� VWURQJHU� PRQHWDU\

HDVLQJ�� �7KXV�� D�FRQWUDFWLRQ�FDXVHG�E\�D� V\QFKURQL]HG�VKRFN�HQGV�HDUOLHU� WKDQ� D

FRQWUDFWLRQ�FDXVHG�E\�DQ�DV\QFKURQL]HG�VKRFN��
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7KLV� SDSHU� EXLOGV� D� WZR�FRXQWU\�� RSHQ�HFRQRP\�PRGHO� WR� LOOXVWUDWH�ZK\� WKH

K\SRWKHVLV�PDNHV�VHQVH�LQ�DQ�DJH�RI�JOREDOL]DWLRQ�DQG�D�IRUZDUG�ORRNLQJ�PRQHWDU\

UHJLPH���,W�WKHQ�HVWLPDWHV�D�VWUXFWXUDO�YHFWRU�DXWRUHJUHVVLRQ��9$5��V\VWHP��XVLQJ�ERWK

ORQJ�UXQ�DQG�VKRUW�UXQ�UHVWULFWLRQV��WR�LQYHVWLJDWH�ZKHWKHU�WKH�K\SRWKHVLV�FDQ�VWDQG

WKH� VFUXWLQ\� RI� HPSLULFDO� VWXG\�� � 2YHUDOO�� ZH� ILQG� HYLGHQFH� LQ� IDYRU� RI� WKH

DV\QFKURQL]DWLRQ� K\SRWKHVLV�� � (VWLPDWLQJ� D� VWUXFWXUDO� YHFWRU� DXWRUHJUHVVLRQ� DQG

WUDFLQJ� WKH� LPSXOVH� UHVSRQVHV� RI� 8�6�� RXWSXW� JURZWK� WR� V\QFKURQL]HG� DQG

DV\QFKURQL]HG�VKRFNV��ZH�ILQG�WKDW�DV\QFKURQL]HG�LQQRYDWLRQV�KDYH�D�JUHDWHU�DQG

PRUH�VXVWDLQHG�LPSDFW�RQ�WKH�8�6��RXWSXW�JDS�WKDQ�V\QFKURQL]HG�LQQRYDWLRQV�GR���:H

DOVR�ILQG�WKDW�WKH�ORQJHVW�8�6��H[SDQVLRQV�KDYH�WHQGHG�WR�RFFXU�ZKHQ�WKH�UHVW�RI�WKH

ZRUOG�KDV�EHHQ�JURZLQJ�EHORZ�SRWHQWLDO��

2XU�ZRUN�LV�UHODWHG�WR�WKH�ORQJ�OLQH�RI�UHVHDUFK�WKDW�LQYHVWLJDWHV�WKH�UHODWLRQVKLS

RI�EXVLQHVV�F\FOHV�DPRQJ�FRXQWULHV���0LWFKHOO��������IRXQG�WKDW�EXVLQHVV�F\FOHV�DUH

SRVLWLYHO\� FRUUHODWHG� DPRQJ� FRXQWULHV� DQG� FRQFOXGHG� WKDW� WKLV� FRUUHODWLRQ� ZDV

JURZLQJ� RYHU� WLPH� EHFDXVH� RI� JURZWK� LQ� LQWHUQDWLRQDO� ILQDQFLDO� OLQNDJHV�� �0RUH

UHFHQWO\��$KPHG�HW�DO���������GHYHORSHG�DQG�HVWLPDWHG�DQ�69$5�PRGHO�WR�VWXG\�WKH

VRXUFHV� RI� LQWHUQDWLRQDO� HFRQRPLF� IOXFWXDWLRQV� LQ� DQ� RSHQ�HFRQRP\� VHWWLQJ�

&XULRXVO\��DOWKRXJK�WKH�IOH[LELOLW\�RI�WKH�H[FKDQJH�UDWH�SOD\V�D�SLYRWDO�UROH�LQ�WKDW

SDSHU��WKRVH�DXWKRUV�IRXQG�QR�HYLGHQFH�RI�GLIIHUHQFHV�LQ�WKH�WUDQVPLVVLRQ�SURSHUWLHV

RI�HFRQRPLF�GLVWXUEDQFHV�EHWZHHQ�WKH�SUH������IL[HG�H[FKDQJH�UDWH�SHULRG�DQG�WKH

SRVW������IOH[LEOH�H[FKDQJH�UDWH�SHULRG�

� 7KH� UHVW� RI� WKLV� SDSHU� LV� RUJDQL]HG� DV� IROORZV�� � 6HFWLRQ� �� LQWURGXFHV� WKH
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WKHRUHWLFDO�IUDPHZRUN�RI�WKH�DV\QFKURQL]DWLRQ�K\SRWKHVLV���6HFWLRQ���SURSRVHV�WKH

K\SRWKHVLV���6HFWLRQ���SUHVHQWV�WKH�69$5�UHVXOWV�VKRZLQJ�WKH�HIIHFW�RI�V\QFKURQL]HG

YHUVXV�DV\QFKURQL]HG�VKRFNV�RQ�8�6��RXWSXW�DQG�LQIODWLRQ��6HFWLRQ���SURYLGHV�RWKHU

HYLGHQFH�LQ�VXSSRUW�RI�WKH�K\SRWKHVLV���6HFWLRQ���GUDZV�FRQFOXVLRQV�



�� :H LQWHQWLRQDOO\ GHILQH DV\QFKURQL]HG SRVLWLYH VKRFNV QDUURZO\ KHUH WR VLPSOLI\ WKH DQDO\VLV� )RU EURDGHU SROLF\

LPSOLFDWLRQV� RQH FDQ FRQFHLYDEO\ UHOD[ WKH GHILQLWLRQ WR LQFOXGH DQ\ VKRFNV WKDW UHVXOW LQ LQFUHDVLQJ WKH H[SHFWHG UDWH

RI UHWXUQ RQ 8�6� DVVHWV UHODWLYH WR WKDW RQ )RUHLJQ DVVHWV� 8QGHU WKLV EURDGHU GHILQLWLRQ� DQ HUXSWLRQ RI SROLWLFDO XQUHVW

RU D ILQDQFLDO FULVLV LQ WKH )RUHLJQ HFRQRP\� RU HQKDQFHG ILVFDO�PRQHWDU\ SROLF\ FUHGLELOLW\ LQ WKH 8�6� DUH H[DPSOHV

RI DV\QFKURQL]HG GHPDQG VKRFNV�

�

6HFWLRQ�����7KHRUHWLFDO�)UDPHZRUN

7KLV� VHFWLRQ� GHVFULEHV� WKH� RSHQ�HFRQRP\�PRGHO� WKDW�ZH� XVH� WR� SURSRVH� WKH

DV\QFKURQL]DWLRQ�K\SRWKHVLV�LQ�VHFWLRQ�����7KH�PRGHO�DVVXPHV�WKDW�WKH�ZRUOG�FRQVLVWV

RI�WZR�HFRQRPLHV��8�6��DQG�)RUHLJQ���7KH�8�6��FXUUHQF\�LV�WKH�GROODU���,WV�H[FKDQJH

YDOXH�UHODWLYH� WR� WKH�)RUHLJQ�FXUUHQF\�IORDWV� IUHHO\� WR�FOHDU� WKH� IRUHLJQ�H[FKDQJH

PDUNHW��

,Q�WKLV�PRGHO��SRVLWLYH��RU�QHJDWLYH��DV\QFKURQL]HG�VKRFNV��J$6��DUH�GHILQHG�DV

VKRFNV�WKDW�ERRVW��RU�ORZHU��H[SHFWHG�8�6��RXWSXW�JURZWK�UHODWLYH�WR�)RUHLJQ�RXWSXW

JURZWK���3RVLWLYH�DV\QFKURQL]HG�VKRFNV�WKXV�LQFUHDVH�WKH�H[SHFWHG�ULVN�DGMXVWHG�UDWH

RI�UHWXUQ�RQ�8�6��DVVHWV�UHODWLYH�WR�WKDW�RQ�)RUHLJQ�DVVHWV����$V\QFKURQL]HG�VKRFNV

�J$6��WDNH�WKH�IRUP�RI�HLWKHU�GHPDQG�VKRFNV��GJ$6��RU�VXSSO\�VKRFNV��VJ$6����,Q�HDFK

SHULRG��D�GHPDQG�VKRFN�HTXDOV�HLWKHU�DQ�DV\QFKURQL]HG�GHPDQG�VKRFN��GJ$6��RU�D

V\QFKURQL]HG�GHPDQG�VKRFN��GJ6���ZKHUH�GJ$6�DQG�GJ6�DUH�PXWXDOO\�H[FOXVLYH���

3RVLWLYH��RU�QHJDWLYH��V\QFKURQL]HG�VKRFNV��J6��DUH�GHILQHG�DV�VKRFNV�WKDW�ERRVW

�RU�ORZHU��8�6��DQG�)RUHLJQ�RXWSXW�JURZWK�FRQWHPSRUDQHRXVO\�DQG�V\PPHWULFDOO\�

JLYLQJ�QHLWKHU�HFRQRP\�DQ�DGYDQWDJH��RU�GLVDGYDQWDJH��LQ�WKH�H[SHFWHG�UDWH�RI�UHWXUQ

RQ�LWV�DVVHWV���$�VXSSO\�VKRFN��VJ��HTXDOV�HLWKHU�DV\QFKURQL]HG�VXSSO\�VKRFNV��VJ$6�

RU�V\QFKURQL]HG�VXSSO\�VKRFNV��VJ6���ZKHUH�VJ$6�DQG�VJ6� DUH�PXWXDOO\�H[FOXVLYH���,Q

HDFK�SHULRG��GHSHQGLQJ�RQ�ZKHWKHU�WKHUH�LV�D�VKRFN�DQG�ZKDW�LWV�QDWXUH�LV��J$6�HTXDOV

���GJ$6��RU�VJ$6��VLPLODUO\��J6�HTXDOV����GJ6��RU�VJ6�LQ�HDFK�SHULRG�
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7KH�8�6��HFRQRP\�LV�VXPPDUL]HG�E\�WKH�HLJKW�HTXDWLRQV�GHVFULEHG�EHORZ���7KH

)RUHLJQ�HFRQRP\��WKRXJK�QRW�H[SOLFLWO\�GHSLFWHG��LV�JRYHUQHG�E\�WKH�VDPH�PDUNHW

IRUFHV�DV�GHVFULEHG�LQ�WKHVH�HLJKW�HTXDWLRQV��
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ZKHUH�&'�LV�GRPHVWLF�GHPDQG�IRU�ILQDQFLDO�FDSLWDO��U�LV�WKH�UHDO�LQWHUHVW�UDWH��WKH�FRVW

RI�FDSLWDO���&6�LV�GRPHVWLF�VXSSO\�RI�ILQDQFLDO�FDSLWDO��<�LV�GRPHVWLF�RXWSXW��1.�LV�WKH

QHW� FDSLWDO� LQIORZ��(� LV� WKH� QRPLQDO� H[FKDQJH� UDWH� �H[SUHVVHG� DV�8�6��)RUHLJQ

FXUUHQF\��VR�WKDW�DQ�LQFUHDVH�LQ�(�UHSUHVHQWV�D�GROODU�GHSUHFLDWLRQ���1/�LV�WKH�QHW

LQFUHDVH� LQ� OLTXLGLW\� UHVXOWLQJ� IURP� WKH� FHQWUDO� EDQN¶V� LQWHUYHQWLRQ� LQ� WKH� FUHGLW

PDUNHW�� U7 � LV� WKH� FHQWUDO� EDQN¶V� WLPH�YDU\LQJ� WDUJHW� UHDO� LQWHUHVW� UDWH�� U
� LV� WKH

FRQVWDQW�WDUJHW�LQWHUHVW�UDWH�XQGHU�WKH�GHVLUHG�HFRQRPLF�FRQGLWLRQV��WKDW�WKH�DFWXDO

LQIODWLRQ� UDWH� HTXDOV� WKH� WDUJHW� LQIODWLRQ� UDWH� DQG� DFWXDO� RXWSXW� HTXDOV� SRWHQWLDO

RXWSXW���1'�LV�ODERU�GHPDQG��Z�LV�WKH�UHDO�ZDJH��16�LV�GRPHVWLF�ODERU�VXSSO\��1;�LV

QHW�H[SRUWV���3�LV�WKH�8�6��FRQVXPHU�SULFH��3P�LV�LPSRUW�SULFH���<�LV�)RUHLJQ�RXWSXW�

��LV�WKH�H[FKDQJH�UDWH�SDVV�WKURXJK�FRHIILFLHQW��3�LV�)RUHLJQ�SULFH��3'�LV�WKH�SULFH

RI�GRPHVWLFDOO\�SURGXFHG�JRRGV�DQG�VHUYLFHV�LQ�WKH�FRQVXPSWLRQ�EDVNHW��X�LV�WKH�XQLW

ODERU�FRVW��3,�LV�WKH�SULFH�RI�QRQ�LPSRUWHG��LQSXWV��<3�LV�SRWHQWLDO�RXWSXW����LV�WKH�SULFH

PDUNXS���,�LV�EXVLQHVV�LQYHVWPHQW��&�LV�SULYDWH�FRQVXPSWLRQ��:�LV�QRPLQDO�ZHDOWK�

*�LV�JRYHUQPHQW�VSHQGLQJ��13�LV�SRWHQWLDO�HPSOR\PHQW��.�LV�WKH�FDSLWDO�VWRFN���LV

WKH�GHSUHFLDWLRQ�UDWH��(>%@�LV�H[SHFWHG�LQIODWLRQ��%�LV�WKH�WDUJHW�IRU�LQIODWLRQ��DQG

(><�<3@�LV�WKH�H[SHFWHG�RXWSXW�JDS���,Q�DOO�RI�WKH�HTXDWLRQV��WKH�WLPH�VXEVFULSW�IRU�WKH

FXUUHQW�SHULRG�LV�VXSSUHVVHG��ZLWK�WKH�VXEVFULSW����UHIHUULQJ�WR�WKH�ODVW�SHULRG��

(TXDWLRQ�����VD\V�WKDW�WKH�FRVW�RI�FDSLWDO�LV�GHWHUPLQHG�LQ�WKH�ILQDQFLDO�FDSLWDO

PDUNHW���'HPDQG�IRU�FDSLWDO�LV�D�QHJDWLYH�IXQFWLRQ�RI�WKH�UHDO�LQWHUHVW�UDWH��WKH�FRVW

RI�FDSLWDO����6XSSO\�RI�FDSLWDO�LV�WKH�VXP�RI�WKH�GRPHVWLF�VXSSO\�RI�FDSLWDO��WKH�QHW

FDSLWDO�LQIORZ��DQG�WKH�QHW�OLTXLGLW\�FUHDWHG�E\�WKH�FHQWUDO�EDQN¶V�LQWHUYHQWLRQ���%RWK



�� ,Q WKLV IUDPHZRUN� ZKHQ WKH FHQWUDO EDQN LQFUHDVHV WKH PRQH\ VXSSO\ E\ RSHQ�PDUNHW SXUFKDVH RI 7UHDVXU\ VHFXULWLHV�

LW LQMHFWV OLTXLGLW\ WR WKH EDQNLQJ V\VWHP DQG LQFUHDVHV WKH GHPDQG IRU QHZ LVVXDQFHV RI VHFXULWLHV� WKHUHE\ LQFUHDVLQJ

WKH VXSSO\ RI FDSLWDO�

�� ,Q FDOOLQJ 3�3P WKH WHUPV RI WUDGH� ZH DVVXPH WKDW H[SRUW SULFHV HTXDO GRPHVWLF SULFHV �3��

�

WKH�GRPHVWLF�VXSSO\�RI�FDSLWDO�DQG�WKH�QHW�FDSLWDO�LQIORZ�DUH�SRVLWLYH�IXQFWLRQV�RI�WKH

FRVW�RI�FDSLWDO���7KH�QHW�FDSLWDO�LQIORZ�LV�DOVR�D�SRVLWLYH�IXQFWLRQ�RI�DV\QFKURQL]HG

VKRFNV��J$6���ZKLFK�LQFUHDVH�WKH�H[SHFWHG�UDWH�RI�UHWXUQ�RQ�8�6��DVVHWV���1HW�OLTXLGLW\

FUHDWLRQ�LV�D�SRVLWLYH�IXQFWLRQ�RI�WKH�JDS�EHWZHHQ�U7�DQG�U���

(TXDWLRQ�����VD\V�WKDW�WKH�UHDO�ZDJH�LV�GHWHUPLQHG�LQ�WKH�ODERU�PDUNHW���/DERU

GHPDQG�LV�D�QHJDWLYH�IXQFWLRQ�RI�WKH�UHDO�ZDJH�DQG�D�SRVLWLYH�IXQFWLRQ�RI�RXWSXW���,W

LV�DOVR�D�QHJDWLYH�IXQFWLRQ�RI�J$6�EHFDXVH�D�SRVLWLYH�DV\QFKURQL]HG�VKRFN�UHQGHUV

ZDJH�LQIODWLRQ�SUHVVXUH�KLJKHU�LQ�WKH�8�6��HFRQRP\�WKDQ�LQ�WKH�)RUHLJQ�HFRQRP\�

JLYLQJ�8�6��ILUPV&ZKLFK�FDQ�PRYH�WKHLU�SURGXFWLRQ�DEURDG�WR�WDNH�DGYDQWDJH�RI

ORZHU�ZDJHV�WKHUH&JUHDWHU�SRZHU�LQ�ZDJH�QHJRWLDWLRQ���/DERU�VXSSO\�LV�D�SRVLWLYH

IXQFWLRQ�RI�WKH�UHDO�ZDJH���,W�LV�DOVR�D�SRVLWLYH�IXQFWLRQ�RI�J$6�EHFDXVH�D�SRVLWLYH

DV\QFKURQL]HG�VKRFN�FDXVHV�8�6��ZDJHV�WR�ULVH�UHODWLYH�WR�)RUHLJQ�ZDJHV��WKHUHE\

LQFUHDVLQJ�WKH�VXSSO\�RI�LPPLJUDQW�ZRUNHUV�

(TXDWLRQ�����VD\V�WKDW�WKH�QRPLQDO�H[FKDQJH�UDWH�LV�GHWHUPLQHG�E\�WKH�VXSSO\�RI

DQG�GHPDQG�IRU�IRUHLJQ�H[FKDQJH��);����1HW�FDSLWDO�LQIORZV��1.��UHSUHVHQW�H[FHVV

VXSSO\�RI�);�IURP�ILQDQFLDO�DFFRXQW�WUDQVDFWLRQV�DQG�DUH�D�SRVLWLYH�IXQFWLRQ�RI�WKH

SULFH�RI�IRUHLJQ�H[FKDQJH�LQ�GROODU�WHUPV��(���1HW�H[SRUWV��1;���ZKLFK�DUH�D�QHJDWLYH

IXQFWLRQ�RI�WKH�WHUPV�RI�WUDGH�&DQG�WKXV�D�SRVLWLYH�IXQFWLRQ�RI�(&UHSUHVHQW�H[FHVV

VXSSO\�RI�IRUHLJQ�H[FKDQJH�IURP�FXUUHQW�DFFRXQW�WUDQVDFWLRQV���$JJUHJDWH�H[FHVV

VXSSO\�RI�);�WKXV�HTXDOV�1.�SOXV�1;���$�SRVLWLYH�H[FHVV�VXSSO\�RI�);�ZLOO�H[HUW



�� 7KLV DVVXPSWLRQPDNHV VHQVH VLQFH IDOOLQJ LPSRUW SULFHV LQFUHDVH FRPSHWLWLYH SUHVVXUHV RQ LPSRUW�FRPSHWLQJ SURGXFWV�

JLYLQJGRPHVWLF ILUPV VWURQJHU LQFHQWLYHV WR LPSURYH WKHLU SURGXFWLYLW\ WR SUHYHQW SURILW PDUJLQV IURPEHLQJ FRPSOHWHO\

HURGHG�

�� ,Q WKH VWDQGDUG SULFLQJ WKHRU\ LQ PRQRSROLVWLF FRPSHWLWLRQ PRGHOV� DQ LQFUHDVH �RU GHFUHDVH� LQ WKH SHUFHLYHG SULFH

HODVWLFLW\ ZLOO LQGXFH ILUPV WR ORZHU �RU LQFUHDVH� WKH SURILW PDUJLQ� 7R VHH WKDW ILUPV¶ VWUDWHJLF PDUNXS LV DQ LQYHUVH

IXQFWLRQ RI SULFH HODVWLFLW\� UHFDOO WKDW DPRQRSROLVWLF ILUPZLOO DLP WRPD[LPL]H SURILWV E\ SURGXFLQJ DQG VHOOLQJ D WDUJHW

TXDQWLW\ 4� $W 4� XQLW SULFH �3� LV HTXDO WR PDUJLQDO FRVW �0&� SOXV WKH SURILW PDUJLQ ���� DQG � LV HTXDO WR �3���
ZKHUH � LV WKH SULFH HODVWLFLW\ RI GHPDQG� $Q LQFUHDVH LQ S

P RU <� <3 WKXV ZLOO LQFUHDVH � E\ ORZHULQJ WKH SHUFHLYHG

SULFH HODVWLFLW\ IRU LPSRUW�FRPSHWLQJ JRRGV�

�

GRZQZDUG�SUHVVXUH�RQ�WKH�YDOXH�RI�)RUHLJQ�FXUUHQF\�XQWLO�LW�FOHDUV�WKH�);�PDUNHW�

(TXDWLRQ�����PDLQWDLQV�WKDW�LPSRUW�SULFHV�DUH�D�SRVLWLYH�IXQFWLRQ�RI�WKH�IRUHLJQ

SULFH�OHYHO�DQG�WKH�QRPLQDO�H[FKDQJH�UDWH���+ROGLQJ�WKH�)RUHLJQ�SULFH�OHYHO�FRQVWDQW�

D���SHUFHQW�LQFUHDVH�LQ�(��L�H���D���SHUFHQW�GROODU�GHSUHFLDWLRQ��ZLOO�LQFUHDVH�LPSRUW

SULFHV�E\���SHUFHQW��ZKHUH����WKH�SDVV�WKURXJK�FRHIILFLHQW��LV�SRVLWLYH�EXW�ERXQGHG

E\����

(TXDWLRQ�����VD\V�WKDW�WKH�FRQVXPHU�SULFH�LQGH[�LV�D�FRQVXPSWLRQ�VKDUH�ZHLJKWHG

DYHUDJH�RI�WKH�GROODU�SULFH�RI�LPSRUWHG�JRRGV�DQG�GRPHVWLFDOO\�SURGXFHG�JRRGV�DQG

VHUYLFHV���'RPHVWLF�SULFHV�DUH�GHWHUPLQHG�E\�D�PDUNXS�RYHU�PDUJLQDO�FRVW��ZKHUH

PDUJLQDO�FRVW�LV�D�IXQFWLRQ�RI�WKH�UHDO�LQWHUHVW�UDWH��WKH�SULFH�RI�LPSRUWV��WKH�XQLW�ODERU

FRVW��DQG�WKH�SULFH�RI�RWKHU�LQSXWV��7KH�XQLW�ODERU�FRVW�LV�D�SRVLWLYH�IXQFWLRQ�RI�UHDO

ZDJHV�DQG�D�QRQ�QHJDWLYH�IXQFWLRQ�RI�LPSRUW�SULFHV����7KH�SULFH�RI�RWKHU�LQSXWV�LV�D

IXQFWLRQ�RI�WKH�RXWSXW�JDS�DV�KLJKHU�GHPDQG�GULYHV�XS�WKH�JHQHUDO�SULFH�OHYHO��7KH

PDUNXS�LV�D�SRVLWLYH�IXQFWLRQ�RI�ERWK�LPSRUW�SULFHV�DQG�WKH�RXWSXW�JDS�EHFDXVH�DQ

LQFUHDVH�LQ�HLWKHU�LPSRUW�SULFHV�RU�WKH�RXWSXW�JDS�ORZHUV�WKH�SHUFHLYHG�SULFH�HODVWLFLW\

RI� GHPDQG��� � 7KLV� SULFH� HTXDWLRQ� ZLOO� VHUYH� DV� WKH� VKRUW�UXQ� DJJUHJDWH� VXSSO\

VFKHGXOH�LQ�RXU�PRGHO�

(TXDWLRQ� ���� VD\V� WKDW� DJJUHJDWH�GHPDQG� LV� WKH� VXP�RI�EXVLQHVV� LQYHVWPHQW�



��

SULYDWH� FRQVXPSWLRQ�� JRYHUQPHQW� VSHQGLQJ�� DQG� QHW� H[SRUWV�� � ,QYHVWPHQW� LV� D

QHJDWLYH�IXQFWLRQ�RI�WKH�UHDO�LQWHUHVW�UDWH���&RQVXPSWLRQ�LV�DOVR�D�QHJDWLYH�IXQFWLRQ

RI�WKDW�UDWH�DQG�D�SRVLWLYH�IXQFWLRQ�RI�ODJJHG�GRPHVWLF�LQFRPH��<
��
��DQG�UHDO�ZHDOWK

�:�3����1HW�H[SRUWV�DUH�D�QHJDWLYH�IXQFWLRQ�RI�WKH�WHUPV�RI�WUDGH��3�3P��DQG�ODJJHG

UHODWLYH�RXWSXW��<
��
�<

��
���

(TXDWLRQ�����VWDWHV�WKDW�SRWHQWLDO�RXWSXW�LV�D�IXQFWLRQ�RI�SRWHQWLDO�HPSOR\PHQW�

WKH�FDSLWDO�VWRFN��DQG�SURGXFWLYLW\�VKRFNV��7KLV�HTXDWLRQ�FDQ�EH�FRQVLGHUHG�WKH�ORQJ�

UXQ�VXSSO\�FXUYH�

(TXDWLRQ�����VD\V�WKDW�WKH�FHQWUDO�EDQN�DGRSWV�D�IRUZDUG�ORRNLQJ�PRQHWDU\�SROLF\

VWDQFH�VLPLODU�WR�WKH�RQH�SURSRVHG�LQ�&ODULGD��*DOL��DQG�*HUWOHU���������WKH�FHQWUDO

EDQN�ZLOO�UDLVH�WKH�WDUJHW�LQWHUHVW�UDWH�LQ�DQWLFLSDWLRQ�RI�H[FHVV�LQIODWLRQ�RU�D�SRVLWLYH

RXWSXW�JDS�DQG�ORZHU�WKH�WDUJHW�UDWH�LQ�DQWLFLSDWLRQ�RI�UHFHVVLRQ�

7RJHWKHU�� WKH� DERYH� HTXDWLRQV� FRQVWLWXWH� DQ� RSHQ�HFRQRP\� PDFURHFRQRPLF

PRGHO�LQ�ZKLFK�SULFHV�LQ�WKH�FUHGLW�PDUNHW��WKH�ODERU�PDUNHW��DQG�WKH�);�PDUNHW�DUH

IOH[LEOH��RXWSXW�FDQ�GHYLDWH�IURP�SRWHQWLDO�RXWSXW�LQ�WKH�VKRUW�UXQ�EHFDXVH�RI�VWLFN\

SULFHV�LQ�WKH�JRRGV�PDUNHW��DQG�WKH�FHQWUDO�EDQN�SXUVXHV�D�SROLF\�REMHFWLYH�RI�SULFH

DQG�RXWSXW�VWDELOL]DWLRQ���



�� 7KLV DVVXPSWLRQ LV PDLQO\ IRU FODULW\ RI DQDO\VLV� 7KH DVVXPSWLRQ RI V\QFKURQL]HG LQLWLDO FRQGLWLRQV PDNHV LW HDVLHU WR

FRQVLGHU KRZ DQ DV\QFKURQL]HG VKRFN VSXUV WKH FDSLWDO� DQG WUDGH�IORZ G\QDPLFV WR LQWHUDFW ZLWK FHQWUDO EDQN UHDFWLRQ

DQG WKH EXVLQHVV F\FOH� ,Q WKH DSSHQGL[ ZH ZLOO DUJXH WKDW WKH YDOLGLW\ RI WKH DV\QFKURQL]DWLRQ K\SRWKHVLV GRHV QRW

��

6HFWLRQ����7KH�$V\QFKURQL]DWLRQ�+\SRWKHVLV

7KH�DV\QFKURQL]DWLRQ�K\SRWKHVLV�PDLQWDLQV�WKDW�DQ�DV\QFKURQL]HG�SRVLWLYH�VKRFN

ZLOO�UHVXOW�LQ�D�VWURQJHU�DQG�ORQJHU�H[SDQVLRQ�WKDQ�D�V\QFKURQL]HG�SRVLWLYH�VKRFN

ZLOO��EHFDXVH�WKH�IRUPHU�LV�DVVRFLDWHG�ZLWK�ORZHU�LQIODWLRQ�WKDQ�WKH�ODWWHU��SURYRNLQJ

VORZHU� DQG� PLOGHU� FHQWUDO� EDQN� LQWHUYHQWLRQ�� � 6\PPHWULFDOO\�� DQ� DV\QFKURQL]HG

QHJDWLYH� VKRFN�ZLOO� UHVXOW� LQ� D�GHHSHU� DQG� ORQJHU� UHFHVVLRQ� WKDQ� D� V\QFKURQL]HG

QHJDWLYH� VKRFN� ZLOO�� EHFDXVH� WKH� FRQWUDFWLRQDU\� HIIHFW� RI� WKH� ODWWHU� LV� PRUH

WKUHDWHQLQJ�� SURYRNLQJ� D�TXLFNHU� DQG� VWURQJHU� FHQWUDO� EDQN� UHDFWLRQ� WR� VWLPXODWH

JURZWK�DQG�HQG�WKH�UHFHVVLRQ�

:H�LOOXVWUDWH�WKH�DV\QFKURQL]DWLRQ�K\SRWKHVLV�LQ�WKH�ILUVW�VXEVHFWLRQ�EHORZ�E\

FRPSDULQJ� WKH� HIIHFWV� RI� SRVLWLYH� V\QFKURQL]HG� DQG� DV\QFKURQL]HG� VKRFNV�� �7KH

LOOXVWUDWLRQ� LV� PDLQO\� WR� HVWDEOLVK� WKDW� DQ� H[SDQVLRQ� VSXUUHG� E\� D� SRVLWLYH

DV\QFKURQL]HG�VKRFN�LV�DFFRPSDQLHG�E\�ORZHU�LQIODWLRQ�WKDQ�WKH�VDPH�VWUHQJWK�RI

H[SDQVLRQ� VSXUUHG� E\� D� V\QFKURQL]HG� VKRFN�� �:H� WKHQ� FRQFOXGH� WKDW� WKH� SROLF\

UHDFWLRQ�RI�D�IRUZDUG�ORRNLQJ�FHQWUDO�EDQN�LQ�WKH�FDVH�RI�DQ�DV\QFKURQL]HG�VKRFN�ZLOO

EH�VORZHU�DQG�OHVV�DJJUHVVLYH��WKHUHE\�DOORZLQJ�WKH�H[SDQVLRQ�WR�ODVW�ORQJHU��WKDQ�LQ

WKH� FDVH� RI� D� V\QFKURQL]HG� VKRFN�� �7KH� VHFRQG� VXEVHFWLRQ� EHORZ� DUJXHV� IRU� WKH

V\PPHWULF�SURSHUW\�RI�WKH�K\SRWKHVLV��D�QHJDWLYH�DV\QFKURQL]HG�VKRFN�ZLOO�UHVXOW�LQ

D� ORQJHU� UHFHVVLRQ� WKDQ�DQ�HTXDO�VL]H�QHJDWLYH�V\QFKURQL]HG�VKRFN�ZLOO�� �$OO� WKH

LOOXVWUDWLRQV�DVVXPH�WKDW�EHIRUH�WKH�VKRFN�KLWV��WKH�LQLWLDO�HFRQRPLF�FRQGLWLRQV�RI�ERWK

FRXQWULHV�DUH�V\QFKURQL]HG��



GHSHQG RQ WKH LQLWLDO GHJUHH RI V\QFKURQL]DWLRQ EHWZHHQ WKH WZR FRXQWULHV�

��

7KH�,PSDFW�RI�3RVLWLYH�6KRFNV

7KLV�VXEVHFWLRQ�LOOXVWUDWHV�WKDW�LQ�D�SROLF\�QHXWUDO�HQYLURQPHQW��DQ�DV\QFKURQL]HG

SRVLWLYH�VKRFN�ZLOO�EH�DFFRPSDQLHG�E\�ORZHU�LQIODWLRQ�WKDQ�ZLOO�WKH�VDPH�VWUHQJWK�RI

H[SDQVLRQ�VSXUUHG�E\�D�V\QFKURQL]HG�VKRFN��EHFDXVH�RI�WKH�GLIIHUHQFHV�LQ�LQGXFHG

FDSLWDO�IORZ�DQG�WUDGH�IORZ�HIIHFWV���:H�ILUVW�LOOXVWUDWH�WKRVH�FDSLWDO�IORZ�DQG�WUDGH�

IORZ�HIIHFWV�VHSDUDWHO\���:H�WKHQ�FRPELQH�WKRVH�HIIHFWV�WR�FRPSDUH�WKH�LPSDFWV�RI

DV\QFKURQL]HG�DQG�V\QFKURQL]HG�SRVLWLYH�VKRFNV���2XU�DQDO\VLV�ZLOO�ILUVW�EH�FRQILQHG

WR�D�SROLF\�QHXWUDO�HQYLURQPHQW��EULQJLQJ�LQ�WKH�FHQWUDO�EDQN�UHDFWLRQ�RQO\�LQ�WKH

FRQFOXVLRQ�

7KH�FDSLWDO�IORZ�HIIHFWV

7KH�FRVW�RI�FDSLWDO�HIIHFW���:KHQ�WKH�8�6��H[SHULHQFHV�DQ�DV\QFKURQL]HG�VKRFN�

WKH�LQIORZ�RI�FDSLWDO�LQ�UHVSRQVH�WR�D�SRVLWLYH�J$6�ZLOO�LQFUHDVH�WKH�DJJUHJDWH�VXSSO\

RI�ILQDQFLDO�FDSLWDO���7KH�UHVXOWLQJ�GRZQZDUG�VKLIW�LQ�WKH�VXSSO\�VFKHGXOH�ZLOO�ORZHU

WKH�FRVW�RI�FDSLWDO��RU�WKH�UHDO�LQWHUHVW�UDWH����,Q�WKH�FDVH�RI�D�V\QFKURQL]HG�VKRFN��J$6

LV�]HUR�DQG�WKH�DGGHG�LPSDFW�RI�D�SRVLWLYH�VKRFN�RQ�WKH�FRVW�RI�FDSLWDO�LV�DEVHQW�

$�ORZHU�FRVW�RI�FDSLWDO�ZLOO�JHQHUDWH�WKH�FRVW�RI�FDSLWDO�HIIHFW�RQ�ERWK�WKH�GHPDQG

DQG�WKH�VXSSO\�VLGH���2Q�WKH�GHPDQG�VLGH��D�ORZHU�FRVW�RI�FDSLWDO�VSXUV�EXVLQHVV

LQYHVWPHQW�DV�ZHOO�DV�FRQVXPSWLRQ�GHPDQG���&RQVHTXHQWO\��WKURXJK�WKDW�DGGHG�ERRVW

WR�GRPHVWLF�GHPDQG��D�SRVLWLYH�DV\QFKURQL]HG�VKRFN�H[SDQGV�DJJUHJDWH�GHPDQG

PRUH�VWURQJO\�WKDQ�GRHV�D�V\QFKURQL]HG�VKRFN&DV�LQGLFDWHG�E\�HTXDWLRQ����&WKHUHE\



��

H[HUWLQJ�DGGLWLRQDO�LQIODWLRQDU\�SUHVVXUH���2Q�WKH�VXSSO\�VLGH��HTXDWLRQ�����LQGLFDWHV

WKDW�D�ORZHU�FRVW�RI�FDSLWDO�LQGXFHG�E\�QHW�FDSLWDO�LQIORZV�H[HUWV�GRZQZDUG�SUHVVXUH

RQ�SULFH�LQIODWLRQ�LQ�WKH�VKRUW�UXQ�DV�ZHOO�DV�LQ�WKH�ORQJ�UXQ���,Q�WKH�VKRUW�UXQ��D�ORZHU

FRVW�RI�FDSLWDO�FRXOG�GDPSHQ�LQIODWLRQDU\�SUHVVXUH�E\�ORZHULQJ�WKH�PDUJLQDO�FRVW�RI

SURGXFWLRQ���2YHU�WLPH��WKH�LQFUHDVH�LQ�LQYHVWPHQW�VSXUUHG�E\�D�ORZHU�FRVW�RI�FDSLWDO

ZLOO� H[SDQG� SRWHQWLDO� RXWSXW� E\� UDLVLQJ� SURGXFWLYH� FDSDFLW\�� KHOSLQJ� WR� UHOLHYH

LQIODWLRQDU\�SUHVVXUH���,Q�VXP��WKURXJK�WKH�GLIIHUHQFHV�LQ�LQGXFHG�QHW�FDSLWDO�LQIORZV

DQG�WKXV�WKH�FRVW�RI�FDSLWDO�HIIHFWV��WKH�H[SDQVLRQ�VSXUUHG�E\�DQ�DV\QFKURQL]HG�VKRFN

ZLOO� WHQG� WR� EH� ODUJHU�� EXW� WKH� LQIODWLRQ�RXWSXW� WUDGH�RII� JHQHUDWHG� E\� D� SRVLWLYH

DV\QFKURQL]HG�VKRFN�LV�VPDOOHU�WKDQ�WKDW�JHQHUDWHG�E\�D�V\QFKURQL]HG�VKRFN�

7KH� UHDO�ZDJH� HIIHFW�� � (TXDWLRQ� ���� LQGLFDWHV� WKDW� ERWK� DV\QFKURQL]HG� DQG

V\QFKURQL]HG� SRVLWLYH� VKRFNV�� E\� LQFUHDVLQJ� RXWSXW� �<��� ZLOO� SXVK� XS� WKH� ODERU

GHPDQG��1G��VFKHGXOH���7KH�GHJUHH�WR�ZKLFK�WKH�1G�VFKHGXOH�PRYHV�XS�ZLOO�GLIIHU�

KRZHYHU�� GHSHQGLQJ� RQ� ZKHWKHU� WKH� VKRFN� LV� V\QFKURQL]HG�� � ,Q� UHVSRQVH� WR� DQ

DV\QFKURQL]HG�VKRFN��)RUHLJQ�ZDJH�SUHVVXUHV�ZLOO�EH�ORZHU�WKDQ�8�6��ZDJH�SUHVVXUHV�

7KDW�GLIIHUHQFH�KDV�WZR�FRQVHTXHQFHV���)LUVW��LW�UHGXFHV�GHPDQG�SUHVVXUH�RQ�ZDJH

LQIODWLRQ�EHFDXVH�8�6��ILUPV�FDQ�PRYH��RU�WKUHDWHQ�WR�PRYH��SURGXFWLRQ�DEURDG�WR

WDNH�DGYDQWDJH�RI�ORZHU�ZDJHV�WKHUH���6HFRQG��LW�UHQGHUV�8�6��MREV�PRUH�DWWUDFWLYH�WR

)RUHLJQ�ZRUNHUV���%RWK�HIIHFWV�RQ�WKH�ODERU�PDUNHW�GDPSHQ�ZDJH�LQIODWLRQ�SUHVVXUHV

E\�LQFUHDVLQJ�WKH�EDUJDLQLQJ�SRZHU�RI�HPSOR\HUV�ZKLOH�XQGHUFXWWLQJ�WKDW�RI�ZRUNHUV�

,Q�FRQWUDVW��D�V\QFKURQL]HG�VKRFN�ZLOO�QRW�VLJQLILFDQWO\�LQFUHDVH�WKH�EDUJDLQLQJ�SRZHU

RI�HPSOR\HUV�UHODWLYH�WR�ZRUNHUV�EHFDXVH�ZDJH�SUHVVXUHV�DEURDG�ZLOO�EH�KLJK�DV�ZHOO�



��

:DJH�LQIODWLRQ�SUHVVXUHV�DUH�WKXV�ORZHU�LQ�UHVSRQVH�WR�DQ�DV\QFKURQL]HG�VKRFN�WKDQ

WR�D�V\QFKURQL]HG�VKRFN���,W�LV�FOHDU�IURP�HTXDWLRQ�����WKDW�ORZHU�ZDJH�LQIODWLRQ�LQ

WXUQ�ZLOO�KHOS�GDPSHQ�SULFH�LQIODWLRQ�SUHVVXUHV�GXULQJ�D�8�6��H[SDQVLRQ�

7KH�WUDGH�IORZ�HIIHFWV

7KH� QHW�H[SRUW� HIIHFW�� � (YHU\WKLQJ� HOVH� EHLQJ� HTXDO�� DQ� DV\QFKURQL]HG� VKRFN

UHVXOWV�LQ�DQ�LQFUHDVH�LQ�WKH�H[FHVV�VXSSO\�RI�IRUHLJQ�H[FKDQJH��WKHUHE\�SXVKLQJ�XS

WKH�GROODU��ORZHULQJ�(��WR�UHVWRUH�WKH�HTXLOLEULXP�LQ�WKH�);�PDUNHW��VHH�HTXDWLRQ������

7KLV� LQ� WXUQ� ZLOO� ORZHU� LPSRUW� SULFHV�� LPSURYLQJ� WKH� WHUPV� RI� WUDGH�� � 7KH

LPSURYHPHQW� LQ� WKH� WHUPV� RI� WUDGH� ZLOO� UHQGHU� 8�6�� JRRGV� OHVV� FRPSHWLWLYH

LQWHUQDWLRQDOO\�� WKXV� KXUWLQJ� QHW� H[SRUWV� DQG� RXWSXW� JURZWK�� � ,Q� FRQWUDVW�� D

V\QFKURQL]HG�VKRFN�ZLOO�QRW�GLVWXUE�WKH�);�PDUNHW�E\�SXVKLQJ�XS�QHW�FDSLWDO�LQIORZV�

WKHUHIRUH�� LW� ZLOO� OHDYH� WKH� H[FKDQJH� UDWH� DQG� WKH� WHUPV� RI� WUDGH� XQFKDQJHG�

0RUHRYHU��DQ�DV\QFKURQL]HG�VKRFN�LQFUHDVHV�<�<��ZKHUHDV�D�V\QFKURQL]HG�VKRFN

OHDYHV�<�<�XQFKDQJHG���$Q�DV\QFKURQL]HG�VKRFN�WKXV�DOVR�KXUWV�QHW�H[SRUWV�PRUH

WKDQ�D�V\QFKURQL]HG�VKRFN�WKURXJK�WKH�LQFRPH�HIIHFW���$V�D�UHVXOW��LW�H[HUWV�D�ODUJHU

QHW�H[SRUW�GUDJ�WKURXJK�ERWK�WKH�WHUPV�RI�WUDGH�HIIHFW�DQG�WKH�LQFRPH�HIIHFW��UHVXOWLQJ

LQ�PRUH�PXWHG�RXWSXW�JURZWK�DQG�OHVV�LQIODWLRQDU\�SUHVVXUH�WKDQ�GRHV�D�V\QFKURQL]HG

VKRFN��

7KH� LPSRUW�SULFH� HIIHFW�� $V� WKH� GROODU� DSSUHFLDWHV� LQ� UHVSRQVH� WR� D� SRVLWLYH

DV\QFKUR]LHG�VKRFN��LPSRUW�SULFHV�ZLOO�IDOO���$�V\QFKURQL]HG�VKRFN��LQ�FRQWUDVW��ZLOO

KDYH�QR�LPSDFW�RQ�LPSRUW�SULFHV�EHFDXVH�LW�GRHV�QRW�LQGXFH�QHW�FDSLWDO�LQIORZV��



�� ,W LV QRW HDV\ WR KDYH D SUHFLVH PHDVXUHPHQW RI � �LPSRUWV�FRQVXPSWLRQ RI ILQDO JRRGV�� 7KH LPSRUWV�*'3 UDWLR LV

XVXDOO\ XVHG DV D URXJK SUR[\ IRU �� %XW VLQFH FRQVXPSWLRQ RI ILQDO JRRGV LV FRQVLGHUDEO\ VPDOOHU WKDQ *'3� WKH

LPSRUWV�*'3 UDWLR VLJQLILFDQWO\ XQGHUHVWLPDWHV �� 7KH LPSRUWV�*'3 UDWLR ZDV DURXQG �� SHUFHQW LQ �����

��� &DPSD DQG*ROGEHUJ ������ ILQG WKDW8�6�PDQXIDFWXULQJ LQGXVWULHV KDYH VWHDGLO\ LQFUHDVHG WKHLU XVH RI LPSRUWHG LQSXWV

LQ SURGXFWLRQ� RQ DYHUDJH IURP DERXW � SHUFHQW LQ ���� WR PRUH WKDQ � SHUFHQW LQ �����

��

,W�LV�HDV\�WR�VHH�KRZ�ORZHU�LPSRUW�SULFHV�ZLOO�KHOS�KROG�GRZQ�GRPHVWLF�SULFHV�E\

WDNLQJ�WKH�GHULYDWLYH�RI�HTXDWLRQ�����ZLWK�UHVSHFW�WR�SP�

�����GS�GSP �������GSG�GSP ������GSG�GX���GX�GSP������GSG�G����G��GSP��!�����

$V�LPSRUW�SULFHV�IDOO��8�6��FRQVXPHU�SULFHV�ZLOO�IDOO�GLUHFWO\�LQ�SURSRUWLRQ�WR����WKH

VKDUH�RI�LPSRUWV�LQ�WKH�FRQVXPSWLRQ�EDVNHW��SOXV����GSG�GSP����%HFDXVH����GSG�GSP�

LV� SRVLWLYH�� WKH� GLUHFW� HIIHFW� RI� FKDQJHV� LQ� LPSRUW� SULFHV� RQ� 8�6�� LQIODWLRQ� LV

XQDPELJXRXVO\�JUHDWHU� WKDQ���� �7KDW�SRLQW� LV�ZRUWK�HPSKDVL]LQJ��VLQFH�LW�FOHDUO\

UHIXWHV�WKH�YLHZ�KHOG�E\�PDQ\�HFRQRPLVWV�WKDW�WKH�LPSDFW�RI�LPSRUW�SULFHV�RQ�8�6�

LQIODWLRQ�LV�OLPLWHG�WR�UHIOHFW�WKH�PRGHVW�VL]H�RI������&KDQJHV�LQ�LPSRUW�SULFHV�ZLOO

GLUHFWO\�DIIHFW�FRQVXPHU�SULFH�LQIODWLRQ�QRW�RQO\�EHFDXVH�LPSRUWV�DUH�D�FRPSRQHQW�RI

WKH� FRQVXPSWLRQ� EDVNHW� EXW� DOVR� EHFDXVH� LPSRUWV� DUH� XVHG� DV� LQSXWV� RI� RWKHU

FRQVXPSWLRQ�JRRGV�DQG�VHUYLFHV����

0RUHRYHU��IDOOLQJ�LPSRUW�SULFHV�FDQ�DOVR�ORZHU�8�6��SULFHV�LQGLUHFWO\�WKURXJK�WKH

FRPSHWLQJ�JRRGV�HIIHFW���$V�LPSRUWV�EHFRPH�PRUH�SULFH�FRPSHWLWLYH��8�6��ILUPV�LQ

LPSRUW�FRPSHWLQJ�LQGXVWULHV�ZLOO�KDYH�WR�HLWKHU�HQKDQFH�WKHLU�SURGXFWLYLW\��ORZHU

WKHLU�SURILW�PDUJLQV�WR�VWD\�FRPSHWLWLYH��RU�ERWK���(LWKHU�ZD\��WKH�WRWDO�PDJQLWXGH�RI

WKH�FRPSHWLQJ�JRRGV�HIIHFW�LV�FDSWXUHG�E\����GSG�GX���GX�GSP������GSG�G����G��GSP�

LQ�HTXDWLRQ�������6LQFH��!�����GSG�GX��!����GX�GSP�������GSG�G���!����DQG�G��GSP!���



��� *DPEHU DQG +XQJ ������ HVWLPDWH SDQHO GDWD UHJUHVVLRQV WR DVFHUWDLQ WKH VLJQ DQG WKH GHJUHH RI WKH FRPSHWLQJ�JRRGV

HIIHFW� 7KH\ ILQG D VLJQLILFDQW DQG SRVLWLYH FRPSHWLQJ�JRRGV HIIHFW�

��

WKH� FRPSHWLQJ�JRRGV� HIIHFW� LV� WKHRUHWLFDOO\� DOZD\V� SRVLWLYH���� � 7KURXJK� WKH

FRPELQDWLRQ�RI� WKRVH�GLUHFW�DQG� LQGLUHFW�HIIHFWV��D�GHFUHDVH�LQ� LPSRUW�SULFHV�ZLOO

XQDPELJXRXVO\� GDPSHQ� WKH� LQIODWLRQDU\� SUHVVXUH� DULVLQJ� IURP� DQ� DV\QFKURQL]HG

VKRFN�

&RPELQLQJ�FDSLWDO�IORZ�DQG�WUDGH�IORZ�HIIHFWV

%HFDXVH�QHW�FDSLWDO�IORZV�DGMXVW�PRUH�TXLFNO\�WR�VKRFNV�WKDQ�WUDGH�IORZV�GR��DQ

DV\QFKURQL]HG� VKRFN� LQLWLDOO\� ZLOO� KDYH� D� VWURQJHU� H[SDQVLRQDU\� HIIHFW�� EXW� QRW

QHFHVVDULO\�D�VWURQJHU�LQIODWLRQDU\�HIIHFW��WKDQ�D�V\QFKURQL]HG�VKRFN�ZLOO���2YHU�WLPH�

WKH�VWURQJHU�QHW�H[SRUW�GUDJ�IURP�DQ�DV\QFKURQL]HG�VKRFN�ZLOO�NLFN�LQ�WR�GDPSHQ

RXWSXW�JURZWK��WKHUHE\�SURORQJLQJ�WKH�H[SDQVLRQ�DW�D�PRUH�VXVWDLQDEOH�OHYHO���7R

LOOXVWUDWH��OHW�XV�ILUVW�DQDO\]H�WKH�LPSDFW�RI�D�SRVLWLYH�GHPDQG�VKRFN�RQ�RXWSXW�DQG

LQIODWLRQ�XVLQJ�)LJXUH���DQG�WKHQ�WKH�LPSDFW�RI�D�SRVLWLYH�VXSSO\�VKRFN�XVLQJ�)LJXUH

����7R�VLPSOLI\�WKH�DQDO\VLV��ZH�QRUPDOL]H�WKH�FDSLWDO�IORZ�DQG�WUDGH�IORZ�HIIHFWV

GLVFXVVHG�DERYH�WR�EH�]HUR�LQ�WKH�FDVH�RI�D�V\QFKURQL]HG�VKRFN�

,Q�)LJXUH����VXSSRVH�WKDW�DJJUHJDWH�GHPDQG�DQG�DJJUHJDWH�VXSSO\�LQWHUVHFW�DW

SRLQW�2�EHIRUH�D�SRVLWLYH�GHPDQG�VKRFN�KLWV�WKH�HFRQRP\���$�V\QFKURQL]HG�GHPDQG

VKRFN�PRYHV�WKH�DJJUHJDWH�GHPDQG�VFKHGXOH�XSZDUG��IURP�'��WR�'6���DQG�WKH�QHZ

HTXLOLEULXP�SRLQW�WR�6����$Q�DV\QFKURQL]HG�VKRFN�LQLWLDOO\�VKLIWV�DJJUHJDWH�GHPDQG

XSZDUG�E\�PRUH�WKDQ�DQ�HTXDO�VL]HG�V\QFKURQL]HG�VKRFN��EHFDXVH�RI�WKH�VWLPXODWLYH

FRVW�RI�FDSLWDO� HIIHFW�� PRYLQJ� LW� IURP� '�� WR� '$��� � 0HDQZKLOH�� KRZHYHU�� DQ
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)LJXUH����,PSDFWV�RI�$V\QFKURQL]HG�YV��6\QFKURQL]HG�'HPDQG�6KRFNV

)LJXUH�����,PSDFWV�RI�$V\QFKURQL]HG�YV��6\QFKURQL]HG�6XSSO\�6KRFNV



��

DV\QFKURQL]HG�VKRFN�ZLOO&WKURXJK�WKH�FRVW�RI�FDSLWDO�HIIHFW��WKH�UHDO�ZDJH�HIIHFW�

DQG�WKH�LPSRUW�SULFH�HIIHFW&DOVR�ORZHU�WKH�PDUJLQDO�FRVW�RI�SURGXFWLRQ��H[HUWLQJ�D

QHJDWLYH�LPSDFW�RQ�LQIODWLRQ�DQG�VKLIWLQJ�6��GRZQZDUG�WR�6$����7KH�VKLIW�LQ�ERWK�WKH

DJJUHJDWH�VXSSO\�DQG�DJJUHJDWH�GHPDQG�VFKHGXOHV�IROORZLQJ�DQ�DV\QFKURQL]HG�VKRFN

WKXV�PRYHV�WKH�QHZ�HTXLOLEULXP�WR�$��LQLWLDOO\���2YHU�WLPH��KRZHYHU��WKH�QHJDWLYH

QHW�H[SRUWV�HIIHFW�ZLOO�NLFN�LQ�DQG�VKLIW�'$��GRZQZDUG�

7KH� H[WHQW� WR�ZKLFK�'$��ZLOO�PRYH�GRZQZDUG�� RI� FRXUVH�� GHSHQGV�RQ�PDQ\

IDFWRUV��VXFK�DV�WKH�SULFH�DQG�LQFRPH�HODVWLFLWLHV�LQ�WKH�QHW�H[SRUWV�HTXDWLRQ��)RU

H[DPSOH��LI�WKH�VL]H�RI�WKH�FRQWUDFWLRQDU\�QHW�H[SRUW�HIIHFW�LV�VPDOOHU�WKDQ�WKDW�RI�WKH

H[SDQVLRQDU\� �GHPDQG�VLGH�� FRVW�RI�FDSLWDO� HIIHFW��'$��ZLOO� VKLIW� GRZQZDUG� WR� D

ORFDWLRQ�DERYH�'6��&VXFK�DV�'$��&DQG�PRYH�WKH�QHZ�HTXLOLEULXP�SRLQW�WR�$����2U�

LI�WKH�QHJDWLYH�QHW�H[SRUW�HIIHFW�PRUH�WKDQ�RIIVHWV�WKH�SRVLWLYH�FRVW�RI�FDSLWDO�HIIHFW�

'$��PD\�VKLIW�GRZQZDUG�WR�D�ORFDWLRQ�EHORZ�'6�
&VXFK�DV�'$�


&DQG�PRYH�WKH�QHZ

HTXLOLEULXP�WR�$�
���5HJDUGOHVV�RI�WKH�H[WHQW�WR�ZKLFK�'$�VKLIWV�GRZQZDUG��KRZHYHU�

WKH�SUHGLFWLRQ�RI�WKH�DV\QFKURQL]DWLRQ�K\SRWKHVLV�UHPDLQV�LQWDFW��WKH�LQIODWLRQ�RXWSXW

WUDGH�RII�LV�VPDOOHU�LQ�UHVSRQVH�WR�DQ�DV\QFKURQL]HG�VKRFN�WKDQ�WR�D�V\QFKURQL]HG

VKRFN���7KDW�LV�FOHDUO\�LQGLFDWHG�E\�FRPSDULQJ�HLWKHU�$��RU�$�
��WKH�QHZ�HTXLOLEULXP

SRLQW� IROORZLQJ� DQ� DV\QFKURQL]HG� VKRFN�� ZLWK� 6�� �WKH� QHZ� HTXLOLEULXP� SRLQW

IROORZLQJ�D�V\QFKURQL]HG�VKRFN���SULFH�LV�ORZHU��DQG�RXWSXW�LV�PRVW�OLNHO\�KLJKHU��DW

HLWKHU�$��RU�$�
�WKDQ�DW�6��

1RZ�� OHW� XV� DQDO\]H� WKH� LPSDFW� RI� D� SRVLWLYH� VXSSO\� VKRFN� XVLQJ� )LJXUH� ��

6XSSRVH�WKH�VKRFN�LV�D�V\QFKURQL]HG�RQH��WDNLQJ�WKH�IRUP�RI�SURGXFWLYLW\�VKRFNV�LQ



��

ERWK�WKH�8�6��DQG�)RUHLJQ�HFRQRPLHV���,QLWLDOO\��WKH�VKRFN�ZRXOG�SXVK�WKH�DJJUHJDWH

VXSSO\�VFKHGXOH�GRZQZDUG�IURP�6��WR�66���PRYLQJ�WKH�QHZ�HTXLOLEULXP�WR�6����2YHU

WLPH��D�SRVLWLYH��<�DOVR� LQFUHDVHV�GRPHVWLF�GHPDQG�� VKLIWLQJ�DJJUHJDWH�GHPDQG

XSZDUG�WR�'6��DQG�PRYLQJ�WKH�QHZ�HTXLOLEULXP�WR�6����

$Q�DV\QFKURQL]HG�VXSSO\�VKRFN�LQLWLDOO\�VKLIWV�DJJUHJDWH�VXSSO\�GRZQZDUG�E\

PRUH�WKDQ�DQ�HTXDO�VL]HG�V\QFKURQL]HG�VKRFN�GRHV��EHFDXVH�RI�WKH�FRVW�RI�FDSLWDO

HIIHFW��WKH�UHDO�ZDJH�HIIHFW��DQG�WKH�LPSRUW�SULFH�HIIHFW�RQ�SULFHV���7KH�DJJUHJDWH

VXSSO\�VFKHGXOH�WKXV�PRYHV�IURP�6� �WR�6$����0HDQZKLOH��WKH�FRVW�RI�FDSLWDO�HIIHFW

DOVR�VKLIWV�'��XSZDUG�WR�'$���PRYLQJ�WKH�QHZ�HTXLOLEULXP�SRLQW�WR�$����$W�SRLQW�$��

ERWK�SULFH�DQG�RXWSXW�OHYHOV�DUH�KLJKHU�WKDQ�DW�6����2YHU�WLPH��KRZHYHU��WKH�QHW�

H[SRUW�GUDJ�ZLOO�VKLIW�DJJUHJDWH�GHPDQG�GRZQZDUG��

$JDLQ��WKH�H[WHQW�WR�ZKLFK�'$��ZLOO�PRYH�GRZQZDUG�GHSHQGV�RQ�PDQ\�IDFWRUV�

,I� WKH� VL]H� RI� WKH� QHJDWLYH� QHW�H[SRUW� HIIHFW� LV� VPDOOHU� WKDQ� WKDW� RI� WKH� SRVLWLYH

�GHPDQG�VLGH��FRVW�RI�FDSLWDO�HIIHFW��'$��ZLOO�VKLIW�GRZQZDUG�WR�'$�
&D�ORFDWLRQ�ZHOO

DERYH�'6�
&DQG�PRYH�WKH�QHZ�HTXLOLEULXP�SRLQW�WR�$����$OWHUQDWLYHO\��LI�WKH�QHJDWLYH

QHW�H[SRUW�HIIHFW�PRUH�WKDQ�RIIVHWV�WKH�SRVLWLYH�FRVW�RI�FDSLWDO�HIIHFW��'$��ZLOO�VKLIW

GRZQZDUG�WR�'$�

&D�ORFDWLRQ�EHORZ�'6�

&DQG�PRYH�WKH�QHZ�HTXLOLEULXP�WR�$�
���2QH

WKLQJ�UHPDLQV�FOHDU��KRZHYHU��SULFH�LV�ORZHU��DQG�RXWSXW�LV�PRVW�OLNHO\�KLJKHU��DW

HLWKHU�$��RU�$�
� WKDQ�DW�6��� �$JDLQ��UHJDUGOHVV�RI� WKH�H[WHQW� WR�ZKLFK�'$��VKLIWV

GRZQZDUG�� WKH�SUHGLFWLRQ�RI� WKH�DV\QFKURQL]DWLRQ�K\SRWKHVLV� UHPDLQV� LQWDFW�� WKH

LQIODWLRQ�RXWSXW�WUDGH�RII�LV�VPDOOHU�LQ�UHVSRQVH�WR�DQ�DV\QFKURQL]HG�VKRFN�WKDQ�WR�D

V\QFKURQL]HG� VKRFN�� � $� SRVLWLYH� DV\QFKURQL]HG� VXSSO\� VKRFN� UHVXOWV� LQ� ORZHU



��

LQIODWLRQDU\�SUHVVXUH�WKDQ�GRHV�D�V\QFKURQL]HG�VKRFN��HYHQ�LI�LWV�H[SDQVLRQDU\�HIIHFW

PD\�EH�KLJKHU�LQLWLDOO\�

2I�FRXUVH��WKH�DERYH�DQDO\VHV�DUH�ILJXUDWLYH��DQG�WKH�UHODWLYH�SRVLWLRQV�RI�6��DQG

$���RU�$�1��LQ�ERWK�)LJXUHV���DQG���GHSHQG�RQ��DPRQJ�PDQ\�RWKHU�IDFWRUV��WKH�VORSHV

RI�WKH�DJJUHJDWH�GHPDQG�DQG�DJJUHJDWH�VXSSO\�VFKHGXOHV���1HYHUWKHOHVV��WKH�PDLQ

FRQFOXVLRQ� IURP� WKRVH� DQDO\VHV� LV� XQDPELJXRXV�� WKH� LQIODWLRQ�RXWSXW� WUDGH�RII

JHQHUDWHG� E\� DQ� DV\QFKURQL]HG� VKRFN� LV� VPDOOHU� WKDQ� WKH� RQH� JHQHUDWHG� E\� D

V\QFKURQL]HG� VKRFN�� � ,W� IROORZV� WKDW� HYHQ� WKRXJK� WKH� H[SDQVLRQ� FDXVHG� E\� DQ

DV\QFKURQL]HG� VKRFN� PD\� WHQG� WR� EH� JUHDWHU� LQLWLDOO\� WKDQ� WKH� RQH� FDXVHG� E\� D

V\QFKURQL]HG� VKRFN�� D� IRUZDUG�ORRNLQJ� FHQWUDO� EDQN� ZLOO� EH� VORZHU� WR� WLJKWHQ

PRQHWDU\�FRQGLWLRQV�LQ�WKH�FDVH�RI�DQ�DV\QFKURQL]HG�VKRFN&WKHUHE\�DOORZLQJ�WKH

H[SDQVLRQ�WR�ODVW�ORQJHU&WKDQ�LQ�WKH�FDVH�RI�D�V\QFKURQL]HG�VKRFN�

7KH�,PSDFW�RI�1HJDWLYH�6KRFNV�

,Q�WKLV�VXEVHFWLRQ��ZH�SURSRVH�WKDW�D�QHJDWLYH�DV\QFKURQL]HG�VKRFN�ZLOO�UHVXOW�LQ

D�ORQJHU�UHFHVVLRQ�WKDQ�DQ�HTXDO�VL]HG�QHJDWLYH�V\QFKURQL]HG�VKRFN�ZLOO���7KH�UHDVRQ

LV�WKDW�D�IRUZDUG�ORRNLQJ�FHQWUDO�EDQN�ZLOO�WDNH�D�QHJDWLYH�V\QFKURQL]HG�VKRFN�PRUH

VHULRXVO\�DQG�HDVH�PRQHWDU\�FRQGLWLRQV�PRUH�TXLFNO\�DQG�DJJUHVVLYHO\�WR�FRPEDW�WKH

SRVVLELOLW\�RI�D�ZRUOGZLGH�UHFHVVLRQ���

7KH� K\SRWKHVLV� GHSHQGV� FULWLFDOO\�RQ� WKH� DVVXPSWLRQ� WKDW� WKH� FHQWUDO� EDQN� LV

IRUZDUG�ORRNLQJ�� �,Q�D�SROLF\�QHXWUDO�HQYLURQPHQW��UHDVRQLQJ�LQ�UHYHUVH�IURP�WKH

SUHFHGLQJ�VXEVHFWLRQ�VXJJHVWV�WKDW��LQLWLDOO\��DQ�DV\QFKURQL]HG�VKRFN�ZLOO�WHQG�WR



��

KDYH�D�JUHDWHU�FRQWUDFWLRQDU\�LPSDFW�WKDQ�D�V\QFKURQL]HG�VKRFN�EHFDXVH�WKH�IRUPHU

ZLOO�UHVXOW�LQ�D�QHW�FDSLWDO�RXWIORZ���2YHU�WLPH��KRZHYHU��D�QHJDWLYH�DV\QFKURQL]HG

VKRFN�ZLOO�KDYH�D�VPDOOHU�FRQWUDFWLRQDU\� LPSDFW�EHFDXVH�QHW�H[SRUWV�ZLOO� ULVH� LQ

UHVSRQVH�WR�D�GROODU�GHSUHFLDWLRQ&D�UHVXOW�RI�D�QHW�FDSLWDO�RXWIORZ&DQG�UHODWLYHO\

KLJKHU� IRUHLJQ� HFRQRPLF� JURZWK�� KHOSLQJ� WR� HQG� WKH� UHFHVVLRQ�� � 7KDW� UHDVRQLQJ

VXJJHVWV�WKDW�D�QHJDWLYH�DV\QFKURQL]HG�VKRFN�ZLOO�UHVXOW�LQ�D�VKRUWHU��WKRXJK�LQLWLDOO\

GHHSHU�� UHFHVVLRQ� WKDQ� D� QHJDWLYH� V\QFKURQL]HG� VKRFN� ZLOO�� FXPXODWLYHO\�� WKH

FRQWUDFWLRQDU\�HIIHFW�RI�DQ�DV\QFKURQL]HG�VKRFN�LV�VPDOOHU�WKDQ�WKDW�RI�D�V\QFKURQL]HG

RQH��

8QGHU�RXU�DVVXPSWLRQ�DERXW�WKH�FHQWUDO�EDQN¶V�UHDFWLRQ�IXQFWLRQ��KRZHYHU��WKH

UHODWLYH� VFRSH� DQG� GXUDWLRQ� RI� WKH� FRQWUDFWLRQDU\� HIIHFWV� RI� WKRVH� WZR� W\SHV� RI

QHJDWLYH�VKRFNV�DUH�UHYHUVHG���7KDW�LV�EHFDXVH�WKH�IRUZDUG�ORRNLQJ�FHQWUDO�EDQN�ZLOO

ORZHU�WKH�LQWHUHVW�UDWH�PRUH�TXLFNO\�DQG�DJJUHVVLYHO\�ZKHQ�WKH�H[SHFWHG�UHFHVVLRQ�LV

PRUH�VHYHUH���7KH�UHFHVVLRQDU\�LPSDFW�RI�D�QHJDWLYH�V\QFKURQL]HG�VKRFN�LV�H[SHFWHG

WR�EH�JUDYHU�WKDQ�WKDW�RI�DQ�DV\QFKURQL]HG�VKRFN�EHFDXVH�D�FRXQWHUYDLOLQJ�QHW�H[SRUW

ERRVW�ZLOO�EH�JHQHUDWHG�RQO\�E\�DQ�DV\QFKURQL]HG�VKRFN��QRW�E\�D�V\QFKURQL]HG�RQH�

7KH� FHQWUDO� EDQN�ZLOO� WKXV� DFW�PRUH� TXLFNO\� DQG� DJJUHVVLYHO\� LQ� FRXQWHULQJ� WKH

FRQWUDFWLRQDU\�HIIHFWV�RI�D�QHJDWLYH�V\QFKURQL]HG�VKRFN�WKDQ�RI�DQ�DV\QFKURQL]HG

VKRFN���7KH�GLIIHUHQW�SROLF\�UHVSRQVHV�RI�WKH�FHQWUDO�EDQN�FDXVH�WKH�FRQWUDFWLRQDU\

LPSDFW�RI�D�QHJDWLYH�DV\QFKURQL]HG�VKRFN�WR�EH�GHHSHU�DQG�ORQJHU�WKDQ�WKDW�RI�D

QHJDWLYH�V\QFKURQL]HG�VKRFN��
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6HFWLRQ�����(PSLULFDO�(YLGHQFH�IURP�WKH�69$5

,Q�WKLV�VHFWLRQ�ZH�XVH�WKH�VWUXFWXUDO�YHFWRU�DXWRUHJUHVVLRQ�DSSURDFK�WR�HVWLPDWH

WKH� HIIHFWV� RI� DV\QFKURQL]HG� DQG� V\QFKURQL]HG� VKRFNV� RQ�8�6�� RXWSXW��7R� DYRLG

GHDOLQJ�ZLWK�WKH�QRQVWDWLRQDULW\�RI�RXWSXW�LQ�WKH�69$5��ZH�XVH�WKH�JURZWK�UDWH�RI

RXWSXW� UDWKHU� WKDQ� WKH� RXWSXW� OHYHO� LQ� WKH�PRGHO�� � 7R� ILQG� RXW�ZKHWKHU� WKH�8�6�

LQIODWLRQ� DQG� IHGHUDO� IXQGV� UDWHV� DFWXDOO\� UHVSRQG� WR� DV\QFKURQL]HG� YHUVXV

V\QFKURQL]HG�VKRFNV�LQ�WKH�ZD\V�DVVXPHG�E\�WKH�DV\QFKURQL]DWLRQ�K\SRWKHVLV��WKH

PRGHO�DOVR� LQFOXGHV� LQIODWLRQ�DQG� WKH� IHGHUDO� IXQGV� UDWH�� � ,Q�DGGLWLRQ�� WKH�PRGHO

LQFOXGHV� WKH� UHDO� H[FKDQJH� UDWH�� ZKLFK� LV� XVHG� WR� LGHQWLI\� V\QFKURQL]HG� DQG

DV\QFKURQL]HG�VKRFNV���6HFWLRQV���DQG���PDNH�FOHDU�WKDW�D�SRVLWLYH��RU�QHJDWLYH�

DV\QFKURQL]HG�VKRFN�ZRXOG�UHVXOW� LQ�QHW�FDSLWDO� LQIORZV��RU�RXWIORZV��DQG�D�UHDO

GROODU�DSSUHFLDWLRQ��RU�GHSUHFLDWLRQ���ZKHUHDV�D�V\QFKURQL]HG�VKRFN�ZRXOG�QRW���:H

WKXV�GHILQH�D�SRVLWLYH�DV\QFKURQL]HG�VKRFN�DV�RQH�WKDW�KDV�D�FRQWHPSRUDQHRXV�DQG

SRVLWLYH�LPSDFW�RQ�WKH�UHDO�GROODU�H[FKDQJH�UDWH��ZKHUHDV�D�V\QFKURQL]HG�VKRFN�LV�RQH

WKDW�GRHV�QRW���7KRVH�GHILQLWLRQV�HQDEOH�XV�WR�GLVWLQJXLVK�DV\QFKURQL]HG�VKRFNV�IURP

V\QFKURQL]HG�VKRFNV�LQ�D�IRXU�YDULDEOH�69$5�V\VWHP�WKDW�FRQWDLQV�8�6��RXWSXW��WKH

UHDO�H[FKDQJH�UDWH��WKH�IHGHUDO�IXQGV�UDWH��DQG�WKH�LQIODWLRQ�UDWH�

(VWLPDWLRQ�3URFHGXUH

2XU� 69$5� HVWLPDWLRQ� DVVXPHV� WKDW� DOO� IRXU� YDULDEOHV� LQ� RXU� V\VWHP� DUH� WKH

FXPXODWLYH� UHVXOW� RI� IRXU� W\SHV� RI� VWUXFWXUDO� VKRFNV�� V\QFKURQL]HG� UHDO� VKRFNV�

DV\QFKURQL]HG� UHDO� VKRFNV�� PRQHWDU\� SROLF\� VKRFNV�� DQG� LQIODWLRQ� VKRFNV�� DV



��� :H FKRRVH WR XVH WKH GHYLDWLRQ RI WKH UHDO H[FKDQJH UDWH IURP LWV ORQJ�UXQ PHDQ� UDWKHU WKDQ WKH ILUVW GLIIHUHQFH LQ WKH

UHDO H[FKDQJH UDWH� EHFDXVH ZH FDQQRW LPSRVH WKH LGHQWLILFDWLRQ UHVWULFWLRQ RQ WKH ODWWHU WR GLVWLQJXLVK V\QFKURQL]HG

VKRFNV IURP DV\QFKURQL]HG VKRFNV�

��� )ROORZLQJ %HUQDQNH DQG %OLQGHU ������ DQG %HUQDQNH DQG 0LKRY ������� ZH PHDVXUH WKH VWDQFH RI PRQHWDU\ SROLF\

ZLWK WKH DFWXDO IHGHUDO IXQGV UDWH�

��
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ODJ�RSHUDWRU�/����<�LV�WKH�JURZWK�UDWH�RI�RXWSXW��(5�LV�WKH�GHYLDWLRQ�RI�WKH�UHDO�GROODU

H[FKDQJH�UDWH�IURP�LWV�VDPSOH�PHDQ����))�LV�WKH�OHYHO�RI�WKH�IHGHUDO�IXQGV�UDWH��%�LV

WKH�LQIODWLRQ�UDWH��J6�LV�WKH�V\QFKURQL]HG�VKRFN��J$6�LV�WKH�DV\QFKURQL]HG�VKRFN��J))�LV

WKH�PRQHWDU\�SROLF\�VKRFN����DQG�J%�LV�WKH�LQIODWLRQ�VKRFN���2XU�XQLW�URRW�WHVWV�LQGLFDWH

WKDW�WKH�IRXU�WLPH�VHULHV�LQ�WKH�V\VWHP�FDQ�EH�UHDVRQDEO\�DVVXPHG�WR�EH�,����YDULDEOHV�

$OO�IRXU�W\SHV�RI�VKRFNV�DUH�DVVXPHG�WR�KDYH�D�]HUR�PHDQ�DQG�D�FRQVWDQW�YDULDQFH�

2XU� DLP� LV� WR� UHFRYHU� $�/��� VR� WKDW� ZH� FDQ� WUDFH� WKH� LPSXOVH� UHVSRQVHV� RI

HOHPHQWV�LQ�<�ZLWK�UHVSHFW�WR�XQLW�FKDQJHV�LQ�HOHPHQWV�LQ�!���,W�LV�VWDQGDUG�WR�UHFRYHU

$�/��E\�IROORZLQJ�WKH�SURFHGXUH�EHORZ�

6WHS��� *LYHQ�WKDW�DOO�IRXU�RI�WKH�YDULDEOHV�FDQ�EH�FRQVLGHUHG�,����YDULDEOHV��ZH�FDQ

HVWLPDWH�WKH�IROORZLQJ�UHGXFHG�IRUP�YHFWRU�DXWRUHJUHVVLRQ�

���� <W� �%�/��<W�����8W

6WHS��� ,QYHUW�WKH�DXWRUHJUHVVLYH�UHSUHVHQWDWLRQ�H[SUHVVHG�LQ�HTXDWLRQ������WR�JHW�D

UHGXFHG�IRUP� YHFWRU� PRYLQJ� DYHUDJH� UHSUHVHQWDWLRQ�� ZKHUH� 8W¶V� DUH

FRPSRVLWHV�RI�SXUH�LQQRYDWLRQV�!W¶V��
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���� <W� �&�/��8W

6WHS����,QYRNH�WKH�PDWKHPDWLFDO�UHODWLRQVKLS�EHWZHHQ�8W�DQG�!W��

���� 8W� �$����!W

6WHS����6XEVWLWXWH�HTXDWLRQ������LQWR������WR�JHW�

���� <W� �&�/��$����!W

6WHS��� 6XEVWLWXWH�HTXDWLRQ������LQWR������WR�REWDLQ�WKH�UHODWLRQVKLS�EHWZHHQ�$�/��DQG

&�/��

����� $�/�� �&�/��$���

6WHS��� 6ROYH�IRU�$����E\�XVLQJ�WKHRUHWLFDO�UHVWULFWLRQV�DQG�WKH�UHODWLRQVKLS�EHWZHHQ

WKH�YDULDQFH�FRYDULDQFH�PDWUL[�RI�!�DQG�8�GLFWDWHG�E\�HTXDWLRQ������

����� $���$���1�9DU�!�� �9DU�8�

6LQFH�ZH�DOUHDG\�VROYH�IRU�&�/��LQ�VWHS����HTXDWLRQ������VXJJHVWV�WKDW�DOO�WKDW�LV

OHIW�WR�XQFRYHU�$�/��LV�WR�VROYH�IRU�$�����ZKLFK�KDV����HOHPHQWV��:H�WKXV�QHHG���

UHVWULFWLRQV�WR�VROYH�IRU�$������(TXDWLRQ������JLYHV�ULVH�WR����UHVWULFWLRQV�WRZDUG�RXU

JRDO�RI�VROYLQJ�$����EHFDXVH��DOWKRXJK�9DU�8��LV�JHQHUDOO\�QRW�D�GLDJRQDO�PDWUL[��WKH

VWDQGDUG�DVVXPSWLRQV�DERXW�VWUXFWXUDO�VKRFNV�PHDQ�WKDW�9DU�!��FDQ�EH�QRUPDOL]HG�WR

EH�WKH�LGHQWLW\�PDWUL[���:H�WKXV�QHHG�WR�LPSRVH�VL[�VWUXFWXUDO�UHVWULFWLRQV�WR�XQFRYHU

$�/��� � ,Q� WKH� FRQWH[W� RI� WKLV� SDSHU�� LW� LV� DSSURSULDWH� WR�PDNH� WKH� IROORZLQJ� VL[

LGHQWLI\LQJ�UHVWULFWLRQV�

� $� V\QFKURQL]HG� VKRFN� KDV� QR� FRQWHPSRUDQHRXV� LPSDFW� RQ� WKH� UHDO

H[FKDQJH�UDWH��L�H���$������ �����7KDW�UHVWULFWLRQ�DULVHV�QDWXUDOO\�IURP�WKH

GHILQLWLRQ�DQG�LPSOLFDWLRQ�RI�V\QFKURQL]HG�YHUVXV�DV\QFKURQL]HG�VKRFNV�

� 0RQHWDU\�SROLF\�KDV�QR�ORQJ�UXQ�LPSDFW�RQ�RXWSXW��L�H��� ���7KDW$ /
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UHVWULFWLRQ�DVVXPHV�WKDW�PRQH\�LV�QHXWUDO�RYHU�WKH�ORQJ�UXQ�

� 0RQHWDU\�SROLF\�KDV�QR�ORQJ�UXQ�LPSDFW�RQ�WKH�PHDQ�RI�WKH�UHDO�H[FKDQJH

UDWH��L�H��� ���7KDW�UHVWULFWLRQ�DVVXPHV�WKDW�SXUFKDVLQJ�SRZHU�SDULW\$ /
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�333��KROGV�LQ�WKH�ORQJ�UXQ��EXW�LW�DOORZV�PRQHWDU\�SROLF\�VKRFNV�WR�PRYH

WKH�UHDO�H[FKDQJH�UDWH�DZD\�IURP�333�LQ�WKH�VKRUW�UXQ�

� ,QIODWLRQ� KDV� QR� ORQJ�UXQ� LPSDFW� RQ� RXWSXW�� L�H�� �� � 7KDW$ /
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� ,QIODWLRQ�KDV�QR�ORQJ�UXQ�LPSDFW�RQ�WKH�PHDQ�RI�WKH�UHDO�H[FKDQJH�UDWH��L�H��
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LW�DOORZV�LQIODWLRQ�VKRFNV�WR�PRYH�WKH�UHDO�H[FKDQJH�UDWH�DZD\�IURP�333�LQ

WKH�VKRUW�UXQ�

� 0RQHWDU\�SROLF\�KDV�QR�FRQWHPSRUDQHRXV�LPSDFW�RQ�WKH�LQIODWLRQ�UDWH��L�H��

$
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EHWZHHQ�FKDQJHV�LQ�WKH�IHGHUDO�IXQGV�UDWH�DQG�WKHLU�DIIHFW�RQ�LQIODWLRQ��
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��� 7KH VWDQGDUG HUURU EDQGV DUH QRW V\PHWULFDO EHFDXVH WKH\ DUH FDOFXODWHG UHODWLYH WR WKH PHDQ RI WKH LPSXOVH UHVSRQVHV

IURP ���� ERRWVWUDS VLPXODWLRQV� QRW WKH UHSRUWHG SRLQW HVWLPDWH RI WKH LPSXOVH UHVSRQVH� ZKLFK LV HVWLPDWHG XVLQJ WKH

DFWXDO GDWD�

��

ZKHUH�;�GHQRWHV�QR�UHVWULFWLRQV���
/5
�GHQRWHV�D�ORQJ�UXQ�UHVWULFWLRQ��DQG���GHQRWHV�D

FRQWHPSRUDQHRXV�UHVWULFWLRQ�

69$5�5HVXOWV

:H�HPSOR\HG�WKH�69$5�PHWKRG�GHVFULEHG�DERYH�WR�VWXG\�WKH�LPSXOVH�UHVSRQVHV

RI�8�6��RXWSXW��WKH�UHDO�GROODU�H[FKDQJH�UDWH��WKH�IHGHUDO�IXQGV�UDWH��DQG�WKH�8�6�

LQIODWLRQ� UDWH�� �$OO� GDWD�ZHUH� REWDLQHG� HLWKHU� IURP� WKH�&RPPHUFH�'HSDUWPHQW¶V

%XUHDX�RI�(FRQRPLF�$QDO\VLV�RU�WKH�%RDUG�RI�*RYHUQRUV�RI� WKH�)HGHUDO�5HVHUYH

6\VWHP���7KH�UHDO�H[FKDQJH�UDWH�LV�D�WUDGH�ZHLJKWHG�DYHUDJH�RI�WKH�SULFH�DGMXVWHG

GROODU�H[FKDQJH�UDWH�UHODWLYH�WR�WKH�FXUUHQFLHV�RI�WKH�8QLWHG�6WDWHV¶����ODUJHVW�WUDGLQJ

SDUWQHUV�� � 7KH� GDWD� DUH� TXDUWHUO\� IURP� ������� WR� �������� FRQVWLWXWLQJ� ���

REVHUYDWLRQV�� �)RXU� ODJV�RI�HDFK�YDULDEOH�ZHUH�LQFOXGHG�LQ�HDFK�UHJUHVVLRQ�� �7KH

LPSXOVH� UHVSRQVH� IXQFWLRQV� DUH� VKRZQ� LQ�)LJXUHV��� WKURXJK���� �6XUURXQGLQJ� WKH

LPSXOVH� UHVSRQVHV� DUH� ��VWDQGDUG� HUURU� EDQGV� FRPSXWHG� IURP� ������ ERRWVWUDS

VLPXODWLRQV�����5HVXOWV�RI�YDULDQFH�GHFRPSRVLWLRQV�DUH�VKRZQ�LQ�7DEOH���

,PSXOVH�UHVSRQVHV��

,Q� JHQHUDO�� WKH� LPSXOVH� UHVSRQVHV� DUH� FRQVLVWHQW� ZLWK� WKH� DV\QFKURQL]DWLRQ

K\SRWKHVLV�� � )LJXUH� �� VKRZV� WKDW� WKH� RXWSXW� OHYHO� UHVSRQGV�PRUH� VWURQJO\� WR� DQ

DV\QFKURQL]HG�VKRFN�WKDQ�WR�D�V\QFKURQL]HG�VKRFN���$FFRUGLQJ�WR�WKH�K\SRWKHVLV��WKDW

RFFXUV�EHFDXVH�D�V\QFKURQL]HG�VKRFN�SURGXFHV�JUHDWHU�LQIODWLRQDU\�SUHVVXUHV�DQG
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)LJXUH�� ,PSXOVH5HVSRQVHVRI WKH2XWSXW /HYHO WR)RXU7\SHVRI6KRFNV

�2YHU D���4XDUWHU)RUHFDVW+RUL]RQ�
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)LJXUH�� ,PSXOVH5HVSRQVHVRI WKH ,QIODWLRQ5DWH WR)RXU7\SHVRI 6KRFNV

�2YHU D���4XDUWHU)RUHFDVW+RUL]RQ�
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)LJXUH�� ,PSXOVH5HVSRQVHVRI WKH)HGHUDO )XQGV5DWHWR)RXU7\SHVRI 6KRFNV

�2YHU D���4XDUWHU)RUHFDVW+RUL]RQ�
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)LJXUH �� ,PSXOVH 5HVSRQVHV RI WKH 5HDO ([FKDQJH 5DWH WR )RXU 7\SHV RI 6KRFNV

�2YHU D ���4XDUWHU )RUHFDVW +RUL]RQ�
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WKHUHIRUH�D�JUHDWHU�PRQHWDU\�WLJKWHQLQJ�WKDQ�DQ�DV\QFKURQL]HG�VKRFN�GRHV���7KH�IDFW

WKDW�RXWSXW�GHFOLQHV�LQ�UHVSRQVH�WR�D�V\QFKURQL]HG�VKRFN�DIWHU�TXDUWHU���LV�FRQVLVWHQW

ZLWK�WKH�PRQHWDU\�WLJKWHQLQJ�K\SRWKHVLV���7KRVH�WZR�DVVXPSWLRQV�DUH�FRUURERUDWHG

E\�)LJXUHV���DQG�����)LJXUH���VKRZV�WKDW�WKH�LQIODWLRQ�UDWH�UHVSRQGV�PRUH�VWURQJO\�WR

D�V\QFKURQL]HG�VKRFN�WKDQ�WR�DQ�DV\QFKURQL]HG�VKRFN��)LJXUH���VKRZV�WKDW�WKH�IHGHUDO

IXQGV� UDWH� DOVR� UHVSRQGV� PRUH� VWURQJO\� WR� D� V\QFKURQL]HG� VKRFN� WKDQ� WR� DQ

DV\QFKURQL]HG�VKRFN�

7KH�LPSXOVH�UHVSRQVHV�RI�WKH�UHDO�H[FKDQJH�UDWH�DUH�VKRZQ�LQ�)LJXUH���� �7KH

HIIHFW�RI�D�V\QFKURQL]HG�VKRFN�RQ�WKH�UHDO�H[FKDQJH�UDWH�LV�]HUR�LQ�WKH�ILUVW�TXDUWHU�DV

D�UHVXOW�RI�WKH�LGHQWLILFDWLRQ�UHVWULFWLRQ���7KH�UHDO�H[FKDQJH�UDWH�WKHQ�DSSUHFLDWHV�

7KDW�SDWWHQ�VXJJHVWV�WKDW�WKH�)HGHUDO�5HVHUYH�KDV�WHQGHG�WR�EH�PRUH�IRUZDUG�ORRNLQJ

DQG� SURDFWLYH� WKDQ� IRUHLJQ� FHQWUDO� EDQNV�� UDLVLQJ� WKH� LQWHUHVW� UDWH� LQ� UHVSRQVH� WR

V\QFKURQL]HG�VKRFNV�E\�PRUH�WKDQ�LWV�IRUHLJQ�FRXQWHUSDUWV���$Q�DV\QFKURQL]HG�VKRFN

FDXVHV�WKH�UHDO�H[FKDQJH�UDWH�WR�DSSUHFLDWH�LPPHGLDWHO\�DQG�WKHQ��DIWHU�PRUH�WKDQ�D

\HDU��JUDGXDOO\�IDOO�EDFN�WRZDUG�LWV�LQLWLDO�OHYHO���7KDW�SDWWHUQ�RI�UHVSRQVH�LV�FRQVLVWHQW

ZLWK�RXU�K\SRWKHVLV���$�SRVLWLYH�VKRFN�WR�WKH�8�6��HFRQRP\�WKDW�LV�QRW�H[SHULHQFHG

HOVHZKHUH� LQ� WKH�ZRUOG�ZLOO� FDXVH� FDSLWDO� WR� IORZ� LQWR� WKH�8�6�� �7KH� ULVH� LQ� WKH

GHPDQG� IRU� FDSLWDO�ZLOO� FDXVH� WKH� UHDO� H[FKDQJH� UDWH� WR� DSSUHFLDWH�� �2YHU� WLPH�

KRZHYHU��WKH�LQFUHDVLQJ�ZHLJKW�RI�WKH�HQVXLQJ�QHW�H[SRUW�GUDJ�ZLOO�H[HUW�GRZQZDUG

SUHVVXUH�RQ�WKH�UHDO�H[FKDQJH�UDWH�XQWLO�D�QHZ�ORQJ�UXQ�HTXLOLEULXP�LV�DFKLHYHG�

)RU�WKH�PRVW�SDUW��WKH�RWKHU�LPSXOVH�UHVSRQVHV�GHSLFWHG�LQ�)LJXUHV���WKURXJK��

VHHP�TXLWH�UHDVRQDEOH��OHQGLQJ�FUHGLELOLW\�WR�RXU�RYHUDOO�HPSLULFDO�ILQGLQJV���)LJXUH



��

��VKRZV�WKDW�DQ�LQFUHDVH�LQ�WKH�IHGHUDO�IXQGV�UDWH�ORZHUV�RXWSXW�LPPHGLDWHO\&WKRXJK

LW� KDV� QR� ORQJ�UXQ� LPSDFW� RQ� RXWSXW&DQG� WKDW� DQ� LQFUHDVH� LQ� LQIODWLRQ� KDV� QR

VLJQLILFDQW�LPSDFW�RQ�RXWSXW���)LJXUH���VKRZV�WKDW�LQIODWLRQ�UHVSRQGV�QHJDWLYHO\�WR

IHGHUDO�IXQGV�UDWH�VKRFNV���)LJXUH���VKRZV�WKDW��DV�H[SHFWHG��IHGHUDO�IXQGV�UDWH�VKRFNV

FDXVH�WKH�UHDO�H[FKDQJH�UDWH�WR�DSSUHFLDWH��EXW�LQIODWLRQ�VKRFNV�KDYH�RQO\�D�QHJOLJLEOH

LPSDFW�RQ�WKH�UHDO�H[FKDQJH�UDWH���$�VRPHZKDW�SX]]OLQJ�UHVXOW�LV�WKDW�WKH�IHGHUDO

IXQGV�UDWH�UHVSRQGV�QHJDWLYHO\�WR�LQIODWLRQ��DV�VKRZQ�LQ�)LJXUH�����5HFDOO��KRZHYHU�

WKDW� WKH� LQIODWLRQ� VKRFN� LQ� WKLV� DQDO\VLV� LV� RUWKRJRQDO� WR� WKH� V\QFKURQL]HG� DQG

DV\QFKURQL]HG�VKRFN�� �7KHUHIRUH��PXFK�RI�ZKDW�ZH� WKLQN�RI�DV�GHPDQG�LQGXFHG

LQIODWLRQ�VKRFNV�PD\�DOUHDG\�EH�LQFOXGHG�LQ�WKRVH�RWKHU�VKRFNV���2Q�WKH�ZKROH��WKH

LPSXOVH�UHVSRQVHV�DUH�VXSSRUWLYH�RI�RXU�K\SRWKHVLV���$V\QFKURQL]HG�VKRFNV�OHDG�WR

ORZHU� LQIODWLRQ��D� VPDOOHU�PRQHWDU\� WLJKWHQLQJ��DQG� WKHUHIRUH�D�JUHDWHU�DQG�PRUH

VXVWDLQHG�RXWSXW�UHVSRQVH�WKDQ�V\QFKURQL]HG�VKRFNV�GR���

9DULDQFH�GHFRPSRVLWLRQ

7DEOH���SUHVHQWV�YDULDQFH�GHFRPSRVLWLRQV�RI�WKH�IRXU�YDULDEOHV�LQFOXGHG�LQ�RXU

69$5�PRGHO��7KDW�LV��LW�SUHVHQWV�WKH�SHUFHQWDJH�RI�WKH�YDULDQFH�RI�WKH��N�TXDUWHU�

DKHDG�IRUHFDVW�HUURU�RI�HDFK�YDULDEOH�WKDW�UHVXOWV�IURP�HDFK�RI�WKH�IRXU�W\SHV�RI�VKRFNV

VWXGLHG�LQ�RXU�PRGHO�IRU�N� ����������������������DQG������7KH�DVVRFLDWHG�VWDQGDUG�HUURUV

DUH�DOVR�UHSRUWHG�LQ�7DEOH�����2YHUDOO��WKH�VWDQGDUG�HUURUV�LQGLFDWH�WKDW�WKH�FRQILGHQFH

LQWHUYDOV�VXUURXQGLQJ�WKH�SRLQW�HVWLPDWHV�DUH�QRW�XQUHDVRQDEO\�ZLGH��

,Q� JHQHUDO�� WKH� YDULDQFH� GHFRPSRVLWLRQ� UHVXOWV� DUH� FRQVLVWHQW� ZLWK� WKH



7DEOH �� 9DULDQFH 'HFRPSRVLWLRQ RI 2XWSXW� 5HDO ([FKDQJH 5DWH� )HGHUDO )XQGV 5DWH� DQG ,QIODWLRQ 5DWH

3HUFHQWDJH RI 9DU�RXWSXW� 'XH WR�

6\QFKURQL]HG VKRFN $V\QFKURQL]HG VKRFN )HGHUDO IXQGV UDWH VKRFN ,QIODWLRQ VKRFN

+RUL]RQ ��6( SRLQW HVWLPDWH ��6( ��6( SRLQW HVWLPDWH ��6( ��6( SRLQW HVWLPDWH ��6( ��6( SRLQW HVWLPDWH ��6(
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3HUFHQWDJH RI 9DU�,QIODWLRQ 5DWH� 'XH WR�

6\QFKURQL]HG VKRFN $V\QFKURQL]HG VKRFN )HGHUDO IXQGV UDWH VKRFN ,QIODWLRQ VKRFN

+RUL]RQ ��6( SRLQW HVWLPDWH ��6( ��6( SRLQW HVWLPDWH ��6( ��6( SRLQW HVWLPDWH ��6( ��6( SRLQW HVWLPDWH ��6(
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3HUFHQWDJH RI 9DU�)HGHUDO )XQGV 5DWH� 'XH WR�

6\QFKURQL]HG VKRFN $V\QFKURQL]HG VKRFN )HGHUDO IXQGV UDWH VKRFN ,QIODWLRQ VKRFN

+RUL]RQ ��6( SRLQW HVWLPDWH ��6( ��6( SRLQW HVWLPDWH ��6( ��6( SRLQW HVWLPDWH ��6( ��6( SRLQW HVWLPDWH ��6(
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3HUFHQWDJH RI 9DU�([FKDQJH 5DWH� 'XH WR�

6\QFKURQL]HG VKRFN $V\QFKURQL]HG VKRFN )HGHUDO IXQGV UDWH VKRFN ,QIODWLRQ VKRFN

+RUL]RQ ��6( SRLQW HVWLPDWH ��6( ��6( SRLQW HVWLPDWH ��6( ��6( SRLQW HVWLPDWH ��6( ��6( SRLQW HVWLPDWH ��6(
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� ���� ���� ���� ����� ����� ����� ���� ����� ����� ���� ���� �����

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

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

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

127(� 7KH 6( �VWDQGDUG HUURU� EDQGV DUH QRW V\PPHWULFDO EHFDXVH WKH\ DUH FDOFXODWHG UHODWLYH WR WKH PHDQ RI WKH ����� ERRWVWUDS VLPXODWLRQ UHVXOWV� QRW WKH SRLQW HVWLPDWH�
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DV\QFKURQL]DWLRQ�K\SRWKHVLV���,Q�SDUWLFXODU��WKUHH�SDWWHUQV�VWDQG�RXW�LQ�HFKRLQJ�WKH

K\SRWKHVLV���)LUVW��DV\QFKURQL]HG�VKRFNV�GRPLQDWH�RWKHU�VKRFNV�LQ�PRYLQJ�RXWSXW�DQG

WKH�UHDO�H[FKDQJH�UDWH���6HFRQG��V\QFKURQL]HG�VKRFNV�GZDUI�DV\QFKURQL]HG�VKRFNV�LQ

H[SODLQLQJ�WKH�YDULDWLRQ�LQ�WKH�IHGHUDO�IXQGV�UDWH���7KLUG��V\QFKURQL]HG�VKRFNV�DUH

VLJQLILFDQWO\�PRUH�LPSRUWDQW�WKDQ�DV\QFKURQL]HG�VKRFNV�LQ�GULYLQJ�WKH�LQIODWLRQ�UDWH�

7KH�IDFW�WKDW�DOO�WKUHH�RI�WKRVH�SDWWHUQV�UHPDLQ�XQFKDQJHG�WKURXJKRXW�WKH�IRUHFDVW

KRUL]RQ�LV�DOO�WKH�PRUH�UHDVVXULQJ�WKDW�WKHVH�UHVXOWV�DUH�UREXVW��



��

6HFWLRQ�����6XSSOHPHQWDO�(YLGHQFH

2YHUDOO��WKH�LPSXOVH�UHVSRQVHV�GHSLFWHG�LQ�)LJXUHV���WKURXJK���DUH�VXSSRUWLYH�RI

WKH�DV\QFKURQL]DWLRQ�K\SRWKHVLV���7KLV�VHFWLRQ�SURYLGHV�VXSSOHPHQWDO�HYLGHQFH�IRU

WKDW�K\SRWKHVLV��

7KH�9DOLGLW\�RI�WKH�%DVLF�3UHPLVHV�

,W� LV� FOHDU� IURP�VHFWLRQ��� WKDW� WKH�DV\QFKURQL]DWLRQ�K\SRWKHVLV�EXLOGV�RQ� WZR

FULWLFDO� SUHPLVHV� WKDW�PD\� EH� VXEMHFW� WR� GHEDWH�� � 7KH� ILUVW� LV� WKH� RSHQ� HFRQRP\

DVVXPSWLRQ�� WKDW� WKH� 8�6�� HFRQRP\� LV� VXIILFLHQWO\� RSHQ� WKDW� WKH� LPSDFW� RI� DQ

HFRQRPLF� VKRFN� RQ� 8�6�� HFRQRPLF� FRQGLWLRQV� LV� QHFHVVDULO\� FRPSOLFDWHG� E\

LQWHUQDWLRQDO�FDSLWDO�DQG�WUDGH�IORZV���7KH�VHFRQG�LV�WKH�PRQHWDU\�SROLF\�DVVXPSWLRQ�

WKDW�WKH�FHQWUDO�EDQN�LV�IRUZDUG�ORRNLQJ�DQG�HIIHFWLYH�LQ�FRPEDWLQJ�LQIODWLRQ�DQG

UHFHVVLRQ�� WLJKWHQLQJ� PRQHWDU\� FRQGLWLRQV� LQ� UHVSRQVH� WR� ULVLQJ� LQIODWLRQDU\

H[SHFWDWLRQV�DQG�HDVLQJ�PRQHWDU\�FRQGLWLRQV�LQ�UHDFWLRQ�WR�UHFHVVLRQDU\�WKUHDWV���7KLV

VXEVHFWLRQ�SUHVHQWV�HYLGHQFH�VXSSRUWLQJ�WKH�YDOLGLW\�RI�WKRVH�WZR�SUHPLVHV�

7KH�RSHQ�HFRQRP\�SUHPLVH

,V�LW�YDOLG�WR�DVVXPH�WKDW�WKH�8�6��LV�VXIILFLHQWO\�JOREDOL]HG"��3URWHFWLRQLVWV�LQ

JHQHUDO�FHUWDLQO\�EHOLHYH�WKH�8�6��KDV�DOUHDG\�EHFRPH�WRR�JOREDOL]HG����7KHUH�LV�PXFK

OHVV�FRQVHQVXV�DPRQJ�HFRQRPLVWV��KRZHYHU���$OWKRXJK�PRVW�HFRQRPLVWV�ZRXOG�DJUHH

WKDW�WKH�8�6��KDV�EHFRPH�PRUH�JOREDOL]HG�RYHU�WKH�SDVW�IHZ�GHFDGHV��WKH\�GLVDJUHH

DERXW�ZKHWKHU�WKH�8�6��LV�VXIILFLHQWO\�JOREDOL]HG�LQ�WKH�VHQVH�WKDW�IRUHLJQ�HFRQRPLF



��� )RU H[DPSOH� VHH 3DXO .UXJPDQ ������ �����
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FRQGLWLRQV�VLJQLILFDQWO\�LQIOXHQFH�8�6��HFRQRPLF�FRQGLWLRQV���7KH�)HGHUDO�5HVHUYH¶V

UHVSRQVH�WR�WKH�DIWHUPDWK�RI�WKH�$VLDQ�FULVLV&ORZHULQJ�LQWHUHVW�UDWHV�WKUHH�WLPHV�LQ

OHVV� WKDQ� WZR� PRQWKV� E\� D� WRWDO� RI� ��� EDVLV� SRLQWV� GHVSLWH� D� UREXVW� GRPHVWLF

HFRQRP\&VXJJHVWV�WKDW�WKH�)HG�EHOLHYHV�WKH�8�6��FDQQRW�EH�DQ�LVODQG�RI�SURVSHULW\

ZKLOH�WHPSHVW�HQJXOIV�WKH�VHD�DURXQG�LW���6RPH�HFRQRPLVWV��KRZHYHU��PDLQWDLQ�WKDW

WKH�8�6�� HFRQRP\� LV� VWLOO� �HIIHFWLYHO\� LQVXODWHG�� IURP� IRUHLJQ� FRPSHWLWLRQ� VLQFH

LPSRUWV�DQG�H[SRUWV�HDFK�UHSUHVHQW�RQO\�VOLJKWO\�PRUH�WKDQ����SHUFHQW�RI�8�6��JURVV

GRPHVWLF�SURGXFW��*'3������:KR�LV�ULJKW"

,W�LV�RXU�YLHZ�WKDW�WKH�DFFHSWDQFH�RI�VRPH�HFRQRPLVWV¶�DUJXPHQWV�WKDW�VLJQLILFDQW

WUDGH�EDUULHUV&VXFK�DV�WUDQVDFWLRQ�FRVWV�DQG�WDULIIV&VWLOO�H[LVW�GRHV�QRW�QHFHVVDULO\

LPSO\�WKDW�WKRVH�WUDGH�EDUULHUV�ZRXOG�HIIHFWLYHO\�LQVXODWH�WKH�8�6��HFRQRP\�IURP�WKH

LQIOXHQFH�RI�FDSLWDO�DQG�WUDGH�IORZV���$V�ORQJ�DV�VXIILFLHQW�OLQNDJHV�H[LVW�EHWZHHQ�WKH

8�6�� DQG� IRUHLJQ� HFRQRPLHV� WR� DOORZ� WKRVH� FDSLWDO� DQG� WUDGH� IORZV� WR� DGMXVW� LQ

UHVSRQVH�WR�VKRFNV�WR�WKH�8�6��RU�DERUDG��WKH�LPSDFWV�RI�DQ�HFRQRPLF�VKRFN�WR�WKH

8�6��ZLOO�SUREDEO\�EH�VLJQLILFDQWO\�FRPSOLFDWHG�E\�WKRVH�IORZV��

�,V�WKHUH�VXIILFLHQW�OLQNDJH�EHWZHHQ�WKH�8�6��DQG�IRUHLJQ�HFRQRPLHV"��,W�LV�WUXH

WKDW�GHVSLWH�WKH�VKDUS�ULVH�LQ�LPSRUWV�DQG�H[SRUWV�LQ�UHFHQW�\HDUV��WKH�LPSRUWV�*'3

UDWLR�VWLOO�VWRRG�DW�OHVV�WKDQ����SHUFHQW�E\�WKH�HQG�RI������DQG�WKH�H[SRUWV�*'3�UDWLR

DW� OHVV�WKDQ����SHUFHQW�� �+RZHYHU��XVLQJ�WUDGH�IORZV�H[FOXVLYHO\�DV�D�PHDVXUH�RI

RSHQQHVV�ZRXOG�VXUHO\�PLVV�WKH�ULVH�LQ�EUHDGWK��RU�GLYHUVLW\��RI�8�6��WUDGH�ZLWK�WKH

UHVW�RI�WKH�ZRUOG�LQ�WHUPV�RI�WKH�QXPEHU�RI�LQGXVWULHV�WKDW�DUH�IDFHG�ZLWK�JUHDWHU



��� 7KH UDWLR LQ ���� ZDV EDVHG RQ ��� LQGXVWULHV IURP 5REHUW &� )HHQVWUD� DQG WKH UDWLR LQ ���� ZDV EDVHG RQ ���

LQGXVWULHV IURP WKH &HQVXV %XUHDX� 7KH WZR VHWV RI GDWD DUH FRPSDUDEOH GHVSLWH WKH GLIIHUHQFH LQ WKH WRWDO QXPEHU RI

PDQXIDFWXULQJ LQGXVWULHV� 6HH 7DEOH � IRU GHWDLOHG GRFXPHQWDWLRQ DQG FRPSDULVRQ RI WKRVH WZR VHWV RI GDWD�
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LPSRUW�FRPSHWLWLRQ���,Q�������RYHU����SHUFHQW�RI�����PDQXIDFWXULQJ�LQGXVWULHV��DW�WKH

��GLJLW�6,&�OHYHO��ZHUH�IDFHG�ZLWK�LPSRUW�SHQHWUDWLRQ�OHVV�WKDQ�RU�HTXDO�WR����SHUFHQW�

DQG�RQO\���SHUFHQW�ZHUH�IDFHG�ZLWK�LPSRUW�SHQHWUDWLRQ�JUHDWHU�WKDQ����SHUFHQW���%\

������WKH�VKDUH�RI�LQGXVWULHV�IDFHG�ZLWK�LPSRUW�SHQHWUDWLRQ�OHVV�WKDQ�RU�HTXDO�WR���

SHUFHQW�KDG�KDOYHG�WR����SHUFHQW��ZKLOH�WKRVH�IDFHG�ZLWK�LPSRUW�SHQHWUDWLRQ�JUHDWHU

WKDQ����SHUFHQW�KDG�VH[WXSOHG�WR����SHUFHQW��VHH�7DEOH��������7KLV�LQFUHDVH�LQ�WKH

EUHDGWK�RI�8�6��WUDGH�PHDQV�WKDW�FKDQJHV�LQ�IRUHLJQ�HFRQRPLHV�DQG�WKH�H[FKDQJH�UDWH

KDYH� VLJQLILFDQW� LPSOLFDWLRQV� IRU� WKH�8�6�� HFRQRP\�� �$V� GLVFXVVHG� LQ� VHFWLRQ� ��

FKDQJHV�LQ�LPSRUW�SULFHV�KDYH�QRW�RQO\�D�GLUHFW�HIIHFW�RQ�8�6��FRQVXPHU�SULFHV�EXW

DOVR�LQGLUHFW�HIIHFWV�E\�FKDQJLQJ�FRPSHWLWLYH�SUHVVXUHV�RQ�GRPHVWLF�SURGXFHUV���7KH

ULVH�LQ�WKH�EUHDGWK�RI�8�6��JOREDOL]DWLRQ�LPSOLHV�WKDW�LPSRUW�SULFHV�ZLOO�KDYH�D�JUHDWHU

LQGLUHFW�LPSDFW�RQ�8�6��SULFHV�DV�PRUH�LQGXVWULHV�DGMXVW�WKHLU�SULFHV�LQ�UHVSRQVH�WR

FKDQJHV�LQ�LPSRUW�SULFHV��

,Q�DGGLWLRQ�WR�EURDGHU�DQG�GHHSHU�H[SRVXUHV�WR�WUDGH�ZLWK�IRUHLJQ�FRXQWULHV��WKH

8�6��KDV�EHFRPH�PRUH�JOREDOL]HG�LQ�WHUPV�RI�FDSLWDO�IORZV�DFURVV�LWV�ERUGHUV���7KH

UHPRYDO�RI�EDUULHUV�WR�FDSLWDO�IORZV�LQ�PDQ\�LQGXVWULDO�DV�ZHOO�DV�HPHUJLQJ�FRXQWULHV

KDV�FRQWULEXWHG�JUHDWO\�WR�WKH�LQFUHDVH�LQ�ERWK�LQIORZV�DQG�RXWIORZV�RI�FDSLWDO���%RWK

RXWZDUG�DQG�LQZDUG�FDSLWDO�IORZV�KDYH�VRDUHG�UHODWLYH�WR�*'3�VLQFH��������8�6�

RXWIORZV�RI�SULYDWH�FDSLWDO��ZKLFK�DYHUDJHG�DERXW���SHUFHQW�RI�*'3������ELOOLRQ��SHU

\HDU�GXULQJ�WKH�����V��VXUJHG�WR�QHDUO\���SHUFHQW�RI�*'3�������ELOOLRQ���E\�������
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7DEOH �� 7KH 6KDUH RI ,QGXVWULHV )DFHG ZLWK ,PSRUW &RPSHWLWLRQ RYHU 7LPH

�3HUFHQWDJH RI LQGXVWULHV ZLWKLQ HDFK UDQJH RI LPSRUW SHQHWUDWLRQ LQ URXJKO\ ���

��GLJLW 6,& LQGXVWULHV�

,PSRUW 3HQHWUDWLRQ �,3� ���� ���� ���� ���� ���� ����

�3HUFHQW�

� �� ,3 �� �� �� �� �� �� �� ��

�� � ,3 �� �� � �� �� �� �� ��

�� � ,3 �� �� � � � �� �� ��

�� � ,3 �� �� � � � � � �

�� � ,3 �� �� � � � � � �

�� � ,3 �� �� � � � � � �

�� � ,3 �� �� � � � � � �

�� � ,3 �� �� � � � � � �

�� � ,3 �� �� � � � � � �

�� � ,3 �� ��� � � � � � �

0HPRUDQGXP�

7RWDO 1XPEHU RI ,QGXVWULHV ��� ��� ��� ��� ��� ���

127(6� ,3L  0L��6L�;L�0L�� ZKHUH 0L LV LPSRUWV� 6L LV VKLSPHQWV� ;L LV H[SRUWV� LQ LQGXVWU\ L�

,PSRUW DQG H[SRUW GDWD IRU ����� ����� DQG ���� DUH IURP 5REHUW &� )HHQVWUD� SUHVXPDEO\ XQUHYLVHG� ,PSRUW DQG

H[SRUW GDWD IRU ����� ����� DQG ���� DUH UHYLVHG GDWD IURP WKH &HQVXV %XUHDX� 5HYLVHG GDWD DUH QRW DYDLODEOH SULRU

WR �����

6KLSPHQW GDWD DUH IURP WKH $QQXDO 6XUYH\ RI 0DQXIDFWXUHUV SXEOLVKHG E\ WKH &HQVXV %XUHDX�

2EVHUYDWLRQV LQ ���� DQG ����&WKH WZR \HDUV ZKHQ ERWK UHYLVHG DQG XQUHYLVHG GDWD DUH DYDLODEOH&LQGLFDWH WKDW

WKH GLVWULEXWLRQ RI LQGXVWULHV DFURVV WKH UDQJH RI LPSRUW SHQHWUDWLRQ LV QRW VLJQLILFDQWO\ DIIHFWHG E\ WKH UHYLVLRQ RI

WKH GDWD� )RU H[DPSOH� WKH VKDUH RI LQGXVWULHV ZLWK ,3��� SHUFHQW LQ ���� LV �� SHUFHQW EDVHG RQ UHYLVHG GDWD DQG

�� SHUFHQW EDVHG RQ XQUHYLVHG GDWD� LQ ����� LW LV �� SHUFHQW EDVHG RQ UHYLVHG GDWD DQG �� SHUFHQW EDVHG RQ

XQUHYLVHG GDWD�



��

7KH� VXUJH� LQ� SULYDWH�FDSLWDO� LQIORZV� LV� HYHQ�PRUH� SURQRXQFHG�� �$IWHU� DYHUDJLQJ

URXJKO\���SHUFHQW�RI�*'3�������ELOOLRQ��SHU�\HDU�GXULQJ�WKH�����V��SULYDWH�FDSLWDO

LQIORZV�LQFUHDVHG�WR�RYHU���SHUFHQW�RI�*'3�������ELOOLRQ��LQ��������(YHQ�WKRXJK�ERWK

LQZDUG�DQG�RXWZDUG�FDSLWDO�IORZV�DV�D�VKDUH�RI�*'3�GURSSHG�VLJQLILFDQWO\�LQ�����

EHFDXVH�RI�WKH�$VLDQ�FULVLV��WKHLU�TXLFN�UHERXQG�LQ������DQG������LQGLFDWH�WKDW�WKH

WUHQG�WRZDUG�JUHDWHU�FDSLWDO�IORZV�LV�XQOLNHO\�WR�EH�LQWHUUXSWHG�IRU�ORQJ�

$�ILQDO�DQG�SUREDEO\�PRUH�FRQFOXVLYH�SLHFH�RI�HYLGHQFH�WKDW�WKH�8�6��LV�QRZ

VXIILFLHQWO\� JOREDOL]HG� LV� WKH� ILQGLQJ� E\� *DPEHU� DQG� +XQJ� ������� WKDW� IRUHLJQ

FDSDFLW\�XWLOL]DWLRQ�LQGHHG�SOD\V�D�VLJQLILFDQW�UROH�LQ�H[SODLQLQJ�DQG�IRUHFDVWLQJ�8�6�

SULFH�LQIODWLRQ���7KH�DXWKRUV�FRQFOXGH�WKDW�DOWKRXJK�WKH�WUDGLWLRQDO�3KLOOLSV�FXUYH�KDV

EHHQ�RYHUSUHGLFWLQJ�LQIODWLRQ�VLQFH�������DQ�DOWHUQDWLYH�3KLOOLSV�FXUYH�WKDW�LQFOXGHV

IRUHLJQ�FDSDFLW\�XWLOL]DWLRQ�DV�DQ�H[SODQDWRU\�YDULDEOH�KDV�EHHQ�DEOH�WR�VXEVWDQWLDOO\

UHGXFH�WKH��PLVVLQJ�LQIODWLRQ�&WKH�JDS�EHWZHHQ�SUHGLFWHG�DQG�DFWXDO�LQIODWLRQ���7KH\

FRQFOXGH� WKDW� WKH� ULVH� LQ�JOREDOL]DWLRQ�KDV�PDGH�IRUHLJQ�HFRQRPLF�FRQGLWLRQV�DQ

LPSRUWDQW�IDFWRU�WR�EH�UHFNRQHG�ZLWK�LQ�FRQVWUXFWLQJ�D�PRGHO�RI�SULFH�LQIODWLRQ�IRU�WKH

8�6��HFRQRP\����

7KH�PRQHWDU\�SROLF\�SUHPLVH

(FRQRPLVWV�KDYH�ORQJ�DJUHHG�WKDW�PRQHWDU\�SROLF\�SOD\V�DQ�LPSRUWDQW�UROH�LQ

PDFURHFRQRPLF�IOXFWXDWLRQV�LQ�WKH�VKRUW�UXQ��HYHQ�WKRXJK�LW�FDQQRW�DIIHFW�DJJUHJDWH

RXWSXW�LQ�WKH�ORQJ�UXQ���7KHUH�LV�QR�FRQVHQVXV��KRZHYHU��RQ�ZKHWKHU�DFWLYH�PRQHWDU\

SROLFLHV� RQ� DYHUDJH� KDYH� KHOSHG� VPRRWK� RU� DPSOLI\� F\FOLFDO� HFRQRPLF� VZLQJV�



��

'LIIHUHQFHV� LQ� WKH�SROLF\� UXOH� DV�ZHOO� DV� WKH� FUHGLELOLW\�RI� WKH� FHQWUDO� EDQN�RYHU

GLIIHUHQW�SHULRGV�KDYH�UHQGHUHG�WKH�HIIHFW�RI�PRQHWDU\�SROLFLHV�YHU\�XQHYHQ�RYHU

WLPH���:H�DFNQRZOHGJH�WKDW�RXU�DVVXPSWLRQ&WKDW�WKH�8�6��FHQWUDO�EDQN�LV�QRW�RQO\

IRUZDUG�ORRNLQJ�EXW�DOVR�HIIHFWLYH&LV�XQOLNHO\�WR�EH�WUXH�WKURXJKRXW�WKH�HQWLUH�SRVW�

:RUOG�:DU�,,�HUD���,Q�OLJKW�RI�WKH�ILQGLQJV�LQ�SDSHUV�E\�&ODULGD��*DOL��DQG�*HUWOHU

�������DQG�0HKUD���������KRZHY�HU��RXU�DVVXPSWLRQ�DSSHDUV� WR�EH�D�UHDVRQDEOH

FKDUDFWHUL]DWLRQ�RI�8�6��PRQHWDU\�SROLF\�UXOHV�VLQFH�������WKH�\HDU�3DXO�9ROFNHU�ZDV

DSSRLQWHG�&KDLUPDQ�RI�WKH�%RDUG�RI�*RYHUQRUV�RI�WKH�)HGHUDO�5HVHUYH�6\VWHP�

%RWK�SDSHUV�ILQG�WKDW�WKH�8�6��FHQWUDO�EDQN�KDV�EHHQ�IRUZDUG�ORRNLQJ�GXULQJ�WKH

9ROFNHU�*UHHQVSDQ�HUD�� � LW�KDV�V\VWHPDWLFDOO\� UDLVHG��RU� ORZHUHG�� UHDO�DV�ZHOO�DV

QRPLQDO�VKRUW�WHUP�LQWHUHVW�UDWHV�LQ�UHVSRQVH�WR�KLJKHU�H[SHFWHG�LQIODWLRQ��RU�RXWSXW

JDS����&ODULGD�HW�DO���������GHULYH�WKRVH�ILQGLQJV�E\�XVLQJ�WKH�JHQHUDOL]HG�PHWKRG�RI

PRPHQWV��*00��WR�HVWLPDWH�D�PRQHWDU\�UHDFWLRQ�IXQFWLRQ�FRQVWUXFWHG�IURP�D�VLPSOH

IRUZDUG�ORRNLQJ�SROLF\�UXOH�VLPLODU�WR�WKDW�GHVFULEHG�LQ�HTXDWLRQ�������7KH\�ILQG�WKDW

WKH�SRLQW�HVWLPDWH�RI�1� LV������� � VLJQLILFDQWO\�DERYH�XQLW\�GXULQJ� WKH����������

9ROFNHU�*UHHQVSDQ�SHULRG��HYHQ�WKRXJK�LW�LV�RQO\�������IRU�WKH�SUH�9ROFNHU�SHULRG�

7KH� HVWLPDWHV� RI� �&WKH� FRHIILFLHQW� PHDVXULQJ� WKH� VHQVLWLYLW\� WR� WKH� F\FOLFDO

YDULDEOH&DUH�DOVR� VLJQLILFDQW� LQ�ERWK�SHULRGV�� �0HKUD� �������DOVR�XVHV�*00�WR

HVWLPDWH�D�IRUZDUG�ORRNLQJ�PRQHWDU\�UHDFWLRQ�IXQFWLRQ�IRU�WKH�SRVW������SHULRG&EXW

DVVXPLQJ� WKDW� WKH� IHGHUDO� IXQGV� UDWH� UHVSRQGV� WR� DFWXDO� LQIODWLRQ� LQ� DGGLWLRQ� WR

H[SHFWHG� LQIODWLRQ�DQG�H[SHFWHG�RXWSXW�JDS&DQG� OLNHZLVH� ILQGV� WKDW� WKH�)HG�KDV

UHVSRQGHG�DJJUHVVLYHO\�WR�H[SHFWHG�LQIODWLRQ�



��� 7KH WLJKWHQLQJ DFWXDOO\ EHJDQ DERXW WZR \HDUV HDUOLHU� EXW LW ZDV LQWHUUXSWHG EULHIO\ E\ HDVLQJ LQ UHVSRQVH WR WKH ����

VWRFN PDUNHW FROODSVH�

��

%RWK�SDSHUV�FODLP�WKDW�WKH�WDUJHW�UDWHV�JHQHUDWHG�E\�WKHLU�UHVSHFWLYH�IRUZDUG�

ORRNLQJ� UHDFWLRQ� IXQFWLRQV� WUDFN� WKH�DFWXDO� UDWHV� UHDVRQDEO\�ZHOO��%RWK� VKDUH� WKH

FRQFOXVLRQ� WKDW� WKH�)HG��GXULQJ� WKH�9ROFNHU�*UHHQVSDQ�UHJLPH��KDV�VXEVWDQWLDOO\

UDLVHG�WDUJHW�UHDO�UDWHV�LQ�WKH�ZDNH�RI�DQ�DQWLFLSDWHG�LQFUHDVH�LQ�LQIODWLRQ���7KH\�DOVR

DJUHH�WKDW�WR�WKH�H[WHQW�WKDW�D�ULVH�LQ�WKH�UHDO�UDWH�VORZV�GRZQ�HFRQRPLF�DFWLYLW\�DQG

UHOLHYHV�LQIODWLRQDU\�SUHVVXUHV��WKH�IRUZDUG�ORRNLQJ�SROLF\�UXOH�SURYLGHV�D�QDWXUDO

H[SODQDWLRQ�IRU�WKH�LQIODWLRQ�VWDELOLW\�H[SHULHQFHG�E\�WKH�8�6��HFRQRP\�VLQFH������

6W\OL]HG�)DFWV

7KLV� VXEVHFWLRQ� SUHVHQWV� VW\OL]HG� IDFWV� WKDW� OHQG� EURDG� VXSSRUW� WR� WKH

DV\QFKURQL]DWLRQ�K\SRWKHVLV�

7KH�)HGHUDO�5HVHUYH¶V�SROLF\�UHDFWLRQV�LQ��DQG�WKH�LPSDFWV�RI�WKRVH�UHDFWLRQV�RQ�

WKH�WZR�PRVW�UHFHQW�8�6��EXVLQHVV�F\FOHV�URXJKO\�ILW�WKH�GHVFULSWLRQ�RI�WKH�K\SRWKHVLV�

7KH�H[SDQVLRQ�RI�WKH�����V��ZKLFK�EHJDQ�LQ�1RYHPEHU�������ZDV�PRUH�V\QFKURQL]HG

ZLWK�IRUHLJQ�H[SDQVLRQV�WKDQ�WKH�H[SDQVLRQ�RI�WKH�����V���7KH�HDUOLHU�H[SDQVLRQ�WKXV

ZDV�DFFRPSDQLHG�E\�D�VWURQJHU�EXLOGXS�RI�LQIODWLRQ�WKDQ�WKH�ODWHU�RQH���,Q�UHVSRQVH�

WKH�)HGHUDO�5HVHUYH�EHJDQ�D�VWULQJ�RI�XQLQWHUUXSWHG�WLJKWHQLQJ�LQ�0DUFK�������DW�D

WLPH�ZKHQ�DQQXDO�&3,�LQIODWLRQ�ZDV�VOLJKWO\�DERYH���SHUFHQW�����7KH�WDUJHW�IHGHUDO

IXQGV�UDWH�URVH�E\�D�WRWDO�RI�����EDVLV�SRLQWV�WR������SHUFHQW�E\�0D\�������ZKHQ�WKH



��� 7KDW GDWLQJ LV EDVHG RQ WKH 1DWLRQDO %XUHDX RI (FRQRPLF 5HVHDUFK¶V EUHDNGRZQ RI 8�6� EXVLQHVV F\FOHV� $ OHJLWLPDWH

TXHVWLRQ LV� RI FRXUVH� ZKHWKHU WKH H[SDQVLRQ PLJKW KDYH ODVWHG D ELW ORQJHU LI WKH *XOI :DU KDG QRW HUXSWHG IROORZLQJ

WKH ,UDTL LQYDVLRQ RI .XZDLW RQ $XJXVW �� �����

��� ,Q ����� -DSDQ HQWHUHG WKH VOXPS WKDW LW LV VWLOO VWUXJJOLQJ WR UHFRYHU IURP� 'XULQJ WKH FXUUHQW 8�6� H[SDQVLRQ� (XURSH

KDV DOVR EHHQ LQ D UHFHVVLRQ ZLWK GRXEOH�GLJLW XQHPSOR\PHQW IRU PDQ\ \HDUV� 7KH$VLDQ FULVLV WKDW HUXSWHG LQ -XO\ ����

SXVKHG HPHUJLQJ $VLDQ HFRQRPLHV LQWR UHFHVVLRQ� UHLQIRUFLQJ WKH DV\QFKURQL]DWLRQ RI HFRQRPLF FRQGLWLRQV EHWZHHQ

WKH 8�6� DQG WKH UHVW RI WKH ZRUOG� 7KH LQIOXHQFH RI VORZ IRUHLJQ JURZWK RQ WKH FXUUHQW 8�6� H[SDQVLRQ LV GLVFXVVHG LQ

&RQJUHVVLRQDO %XGJHW 2IILFH� 7KH (FRQRPLF DQG %XGJHW 2XWORRN� )LVFDO <HDUV ��������� �-DQXDU\ ������

��� ,QVWHDG RI UDLVLQJ LQWHUHVW UDWHV� WKH )HG DFWXDOO\ ORZHUHG WKH WDUJHW IHGHUDO IXQG UDWH WKUHH WLPHV� E\ D WRWDO RI �� EDVLV

SRLQWV� IURP ODWH 6HSWHPEHU WR PLG�1RYHPEHU ����� 7KRVH UDWH FXWV ZHUH DLPHG PDLQO\ DW FRQWDLQLQJ WKH IDOORXW IURP

WKH$VLDQ FULVLV� LQFOXGLQJ WKH LPPLQHQW GRZQZDUG VSLUDO RI LQWHUQDWLRQDO ILQDQFLDO PDUNHWV IROORZLQJ 5XVVLD¶V GHIDXOW

RQ LWV GHEW DQG D ORRPLQJ GRPHVWLF FUHGLW FUXQFK IROORZLQJ WKH QHDU�EDQNUXSWF\ RI /RQJ�7HUP &DSLWDO 0DQDJHPHQW�

��

WLJKWHQLQJ�HQGHG���7KH�H[SDQVLRQ�VXEVHTXHQWO\�HQGHG�LQ�-XO\����������,Q�FRPSDULVRQ�

WKH�H[SDQVLRQ�RI�WKH�����V��ZKLFK�EHJDQ�LQ�$SULO�������ZDV�PRUH�DV\QFKURQL]HG�DQG�

QRW�E\�FRLQFLGHQFH��ZDV�DVVRFLDWHG�ZLWK�OHVV�LQIODWLRQDU\�EXLOGXS�����,Q�UHVSRQVH��WKH

)HGHUDO�5HVHUYH�GLG�QRW�EHJLQ�D�VWULQJ�RI�XQLQWHUUXSWHG�WLJKWHQLQJ�XQWLO�ODWH�-XQH

�������,Q�IDFW��WKH�WLJKWHQLQJ�FDPH�LQ�UHVSRQVH�WR�H[SHFWHG�KLJKHU�LQIODWLRQ&LQ�OLJKW

RI� D� WLJKW� ODERU� PDUNHW�� UDSLG� GRPHVWLF� RXWSXW� JURZWK�� DQG� VWURQJ� IRUHLJQ

UHFRYHULHV&UDWKHU� WKDQ� WR� DFWXDO� KLJK� LQIODWLRQ�� VLQFH� LQIODWLRQ�ZDV� RQO\� VOLJKWO\

DERYH���SHUFHQW�DW�WKH�WLPH�����7KH�FRXUVH�RI�WLJKWHQLQJ�ZDV�UHYHUVHG�RQ�-DQXDU\���

������ZKHQ�WKH�)HGHUDO�5HVHUYH�ORZHUHG�WKH�WDUJHW�IHGHUDO�IXQGV�UDWH�DJJUHVVLYHO\��E\

���EDVLV�SRLQWV��LQ�OLJKW�RI�WKH�FRQIOXHQFH�RI�ZHDNHQLQJ�GRPHVWLF�LQGLFDWRUV�DQG

IDOWHULQJ�IRUHLJQ�HFRQRPLF�UHFRYHULHV���7KH�WDUJHW�IHGHUDO�IXQGV�UDWH��ZKLFK�ZDV�����

SHUFHQW�LQ�HDUO\�-XQH�������URVH�E\�D�PHUH�����EDVLV�SRLQWV�RYHU�WKH�ZKROH�HSLVRGH

RI�WKH�����������WLJKWHQLQJ���7R�UHFDS��WKH�)HGHUDO�5HVHUYH�UDLVHG�WKH�LQWHUHVW�UDWH

E\�D�PXFK�VPDOOHU�DPRXQW�DQG�DW�D�PXFK�ODWHU�WLPH�LQ�WKH�DV\QFKURQL]HG�H[SDQVLRQ

RI�WKH�����V�WKDQ�LQ�WKH��UHODWLYHO\��V\QFKURQL]HG�H[SDQVLRQ�RI�WKH�����V�

&RQVLGHULQJ�WKH�SDWWHUQ�RI�8�6��H[SDQVLRQV�IURP�D�ORQJHU�DQG�EURDGHU�SHUVSHFWLYH



��

RIIHUV� IXUWKHU� VXSSRUW� WR� WKH� K\SRWKHVLV�� � $FFRUGLQJ� WR� WKH� 1DWLRQDO� %XUHDX� RI

(FRQRPLF�5HVHDUFK��ILYH�H[SDQVLRQV�KDYH�RFFXUUHG�LQ�WKH�8�6��VLQFH��������7DEOH��

SUHVHQWV�WKH�*'3�JDS�LQ�WKH�8�6��DQG����PDMRU�IRUHLJQ�FRXQWULHV�GXULQJ�WKRVH�ILYH

H[SDQVLRQV����7KH�*'3�JDS�LV�GHILQHG�DV�WKH�SHUFHQWDJH�GHYLDWLRQ�RI�DFWXDO�*'3

IURP�SRWHQWLDO�*'3����7DEOH���VKRZV�WKDW�RI�WKH�ILYH�8�6��H[SDQVLRQV�VLQFH�������WKH

WKUHH�ORQJHVW������������������������DQG������������ZHUH�DFFRPSDQLHG�E\�QHJDWLYH

*'3�JDSV�LQ�IRUHLJQ�FRXQWULHV��ZKHUHDV�WKH�WZR�VKRUWHVW�H[SDQVLRQV������������

�����������ZHUH�DFFRPSDQLHG�E\�SRVLWLYH�IRUHLJQ�*'3�JDSV���7KH�DYHUDJH�IRUHLJQ

*'3�JDS�ZDV�������SHUFHQW�GXULQJ�WKH�WKUHH�ORQJHVW�H[SDQVLRQV�DQG������SHUFHQW

GXULQJ�WKH�WZR�VKRUWHVW�H[SDQVLRQV�

7R�EH�VXUH��7DEOH���KDV�DQ�REYLRXV�VKRUWFRPLQJ���GDWD�RQ�*'3�JDSV�GXULQJ�WKH

����������SHULRG�ZHUH�DYDLODEOH�RQO\�IRU�*HUPDQ\�DQG�,WDO\���,W�LV�WKXV�FRPIRUWLQJ

WKDW�7DEOH���VKRZV�D�SLFWXUH�FRQVLVWHQW�ZLWK�WKDW�RI�7DEOH�����SULFH�LQIODWLRQ�ZDV

ORZHU&DYHUDJLQJ� ���� SHUFHQW&GXULQJ� WKH� WKUHH� ORQJHVW� 8�6�� H[SDQVLRQV� DQG

KLJKHU&DYHUDJLQJ�����SHUFHQW&GXULQJ�WKH�WZR�VKRUWHVW�H[SDQVLRQV��

(YHQ�LI�ZH�GLVFDUG�WKH�GDWD�IURP�WKH�����������SHULRG��WKH�EURDG�VWURNH�SLFWXUH

SUHVHQWHG�E\�7DEOHV���DQG���LV�VWLOO�FRQVLVWHQW�ZLWK�WKH�DV\QFKURQL]DWLRQ�K\SRWKHVLV�

8�6��H[SDQVLRQV�WKDW�DUH�QRW�DFFRPSDQLHG�E\�IRUHLJQ�H[SDQVLRQV�DUH�PRUH�OLNHO\�WR

EH�DWWHQGHG�E\�ORZHU�LQIODWLRQ��DOO�HOVH�EHLQJ�HTXDO���%HFDXVH�WKH�)HGHUDO�5HVHUYH�LV

OHVV�OLNHO\�WR�UDLVH�WKH�LQWHUHVW�UDWH�WR�HQG�H[SDQVLRQV�WKDW�DUH�DFFRPSDQLHG�E\�PRGHVW

LQIODWLRQ��DV\QFKURQL]HG�H[SDQVLRQV�ZLOO�WHQG�WR�ODVW�ORQJHU�WKDQ�WKRVH�V\QFKURQL]HG

ZLWK�IRUHLJQ�H[SDQVLRQV���$GPLWWHGO\��RXU�VDPSOH�LV�VPDOO��DQG�WKH�WDEOH�FDQQRW�SDVV



��

7DEOH �� *'3 *DSV LQ )RUHLJQ &RXQWULHV 'XULQJ 8�6� ([SDQVLRQV �3HUFHQW�

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

8QLWHG 6WDWHV ����D ���� ���� ����� ����

$XVWUDOLD ���� ����� ����� �����

%HOJLXP ���� ���� ����� �����

&DQDGD ���� ���� ���� �����

)UDQFH ���� ���� ����� �����

*HUPDQ\ �����D ���� ���� ����� �����

,WDO\ �����D ����� ���� ����� �����

-DSDQ ���� ����� ����� �����

1HWKHUODQGV ���� ���� ����� ����

6ZLW]HUODQG ����� ���� �����

8QLWHG .LQJGRP ���� ���� ���� �����

5HVW RI :RUOG �,PSRUW�ZHLJKWHG� ����� ���� ���� ����� �����

6285&(� 0DLQ HFRQRPLF LQGLFDWRUV E\ WKH 2(&'�

127(6� 8�6� H[SDQVLRQV DUH EDVHG RQ 1%(5 EUHDNGRZQ�

*'3 JDS  >�$FWXDO *'3�3RWHQWLDO *'3��3RWHQWLDO *'3@����

D� 'DWD VWDUW LQ �����

7DEOH �� 8�6� DQG )RUHLJQ &3, ,QIODWLRQ 5DWHV 'XULQJ 8�6� ([SDQVLRQV �3HUFHQW�

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

8QLWHG 6WDWHV ��� ��� ��� ��� ���

$XVWUDOLD ��� ��� ���� ��� ���

%HOJLXP ��� ��� ��� ��� ���

&DQDGD ��� ��� ��� ��� ���

)UDQFH ��� ��� ��� ��� ���

*HUPDQ\ ��� ��� ��� ��� ���

,WDO\ ��� ��� ���� ��� ���

-DSDQ ��� ��� ��� ��� ���

1HWKHUODQGV ��� ��� ��� ��� ���

6ZLW]HUODQG ��� ��� ��� ��� ���

8QLWHG .LQJGRP ��� ��� ���� ��� ���

5HVW RI :RUOG �,PSRUW�ZHLJKWHG� ��� ��� ��� ��� ���

6285&(� 0DLQ HFRQRPLF LQGLFDWRUV E\ WKH 2(&'�
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DV�D�IRUPDO�WHVW���1HYHUWKHOHVV��DV�VW\OL]HG�IDFWV�WKH\�DUH�EURDGO\�FRQVLVWHQW�ZLWK�WKH

DV\QFKURQL]DWLRQ�K\SRWKHVLV��



��

6HFWLRQ�����&RQFOXVLRQV

7KLV�SDSHU�DUJXHV�WKH�WKHRUHWLFDO�YDOLGLW\��DQG�LQYHVWLJDWHV�WKH�HPSLULFDO�HYLGHQFH�

RI� WKH� DV\QFKURQL]DWLRQ� K\SRWKHVLV�� � 7KDW� K\SRWKHVLV&XQGHU� WKH� DVVXPSWLRQV� RI

VXIILFLHQW�JOREDOL]DWLRQ�DQG�D�IRUZDUG�ORRNLQJ�FHQWUDO�EDQN&PDLQWDLQV�WKDW�EXVLQHVV

F\FOHV�ODVW�ORQJHU�ZKHQ�WKH\�DUH�JHQHUDWHG�E\�VKRFNV�WKDW�DUH�FRXQWU\�VSHFLILF�WKDQ

ZKHQ�WKH\�DUH�JHQHUDWHG�E\�V\QFKURQL]HG��VKRFNV�WKDW�RFFXU�QRW�RQO\�LQ�WKH�KRPH

FRXQWU\�EXW�DOVR�DEURDG���:H�HVWLPDWH�D�IRXU�YDULDEOH�VWUXFWXUDO�YHFWRU�DXWRUHJUHVVLRQ

DQG�H[DPLQH�VW\OL]HG�IDFWV�WR�VHH�ZKHWKHU�WKDW�K\SRWKHVLV�LV�FRUURERUDWHG�E\�8�6�

GDWD���7KH�UHVXOWV�DUH�DIILUPDWLYH�

2XU�DQDO\VLV�DOVR�LQGLFDWHV�WKDW�WKH�K\SRWKHVLV¶V�SUHGLFWLRQV�FRXOG�EH�UHYHUVHG�LQ

DQ�HQYLURQPHQW�LQ�ZKLFK�WKH�FHQWUDO�EDQN�ZDV�LQDFWLYH���,Q�WKDW�VHWWLQJ��EHFDXVH�RI�WKH

DEVHQFH�RI�QHW�H[SRUW�GUDJ�DQG�WKH�EHQLJQ�QHJOHFW�RI�KLJK�LQIODWLRQ��V\QFKURQL]HG

VKRFNV� FRXOG� KDYH� GHHSHU� DQG� ORQJHU� HIIHFWV� RQ� WKH� EXVLQHVV� F\FOH� LQ� WKH� KRPH

FRXQWU\�WKDQ�DV\QFKURQL]HG�VKRFNV�ZRXOG���6XFK�RXWFRPHV�PD\�EH�OHVV�GHVLUDEOH

EHFDXVH�WKH\�DUH�OLNHO\�WR�PHDQ�PRUH�H[WUHPH�F\FOLFDO�VZLQJV���$GGUHVVLQJ�VXFK

ZHOIDUH�LVVXHV��KRZHYHU��LV�D�VXEMHFW�IRU�IXWXUH�UHVHDUFK�



��

$SSHQGL[��7KH�,QIOXHQFH�RI�$V\QFKURQL]HG�,QLWLDO�&RQGLWLRQV

7KH�DQDO\VHV�LQ�VHFWLRQ���DUH�EDVHG�RQ�WKH�DVVXPSWLRQ�WKDW�FRQGLWLRQV�LQ�WKH�8�6�

DQG� )RUHLJQ� HFRQRPLHV� DUH� V\QFKURQL]HG�ZKHQ� D� VKRFN� KLWV�� � &RQVHTXHQWO\�� DQ

DV\QFKURQL]HG�VKRFN�ZLOO�UHVXOW�LQ�DV\QFKURQL]HG�HFRQRPLF�FRQGLWLRQV��ZKLFK�LQ�WXUQ

VSXU�FDSLWDO�DQG�WUDGH�IORZV�LQ�VXFK�D�ZD\�WKDW�D�SRVLWLYH��RU�QHJDWLYH��VKRFN�ZLOO

KDYH�JUHDWHU�DQG�ORQJHU�H[SDQVLRQDU\��RU�FRQWUDFWLRQDU\��LPSDFW�WKDQ�D�V\QFKURQL]HG

VKRFN��7KLV�DSSHQGL[�SURSRVHV�WKDW�WKH�SUHGLFWHG�LPSDFW�RI�DQ�DV\QFKURQL]HG�VKRFN

RQ� WKH� EXVLQHVV� F\FOH� FRPSDUHG� ZLWK� WKH� LPSDFW� RI� D� V\QFKURQL]HG� VKRFN� ZLOO

FRQWLQXH� WR�KROG�HYHQ� LI�ZH�UHOD[� WKH�DVVXPSWLRQ� WKDW�H[LVWLQJ�8�6��DQG�)RUHLJQ

HFRQRPLF�FRQGLWLRQV�DUH�V\QFKURQL]HG���

$VVXPH� WKDW� D� SRVLWLYH� DV\QFKURQL]HG� VKRFN� KLWV� WKH� 8�6�� ZKHQ� LW� LV� LQ� DQ

H[SDQVLRQ�ZKLOH�WKH�)RUHLJQ�HFRQRP\�LV�LQ�D�UHFHVVLRQ���7KH�FDSLWDO�DQG�WUDGH�IORZV

DQG�WKHLU�H[SDQVLRQDU\�HIIHFWV�VSXUUHG�E\�WKH�DV\QFKURQL]HG�VKRFN�ZRXOG�VWLOO�EH

ODUJHU�DQG�ORQJHU�UHODWLYH�WR�WKRVH�VSXUUHG�E\�D�V\QFKURQL]HG�VKRFN���7KH�UHDVRQ�LV

WKDW� WKH� DV\QFKURQL]HG� SRVLWLYH� VKRFN� ZRXOG� VLPSO\� LQFUHDVH� WKH� GHJUHH� RI

DV\QFKURQL]DWLRQ�EHWZHHQ�8�6��DQG�)RUHLJQ�FRQGLWLRQV�EXW�QRW�DIIHFW�WKH�ZRUNLQJ�RI

FDSLWDO�� DQG� WUDGH�IORZ� FKDQQHOV� WKDW� FDXVHV� WKH� DV\QFKURQL]HG� VKRFN� WR� KDYH� D

VWURQJHU�DQG�ORQJHU�H[SDQVLRQDU\�HIIHFW�WKDQ�D�V\QFKURQL]HG�VKRFN��

:KDW�LI�WKH�VLWXDWLRQ�LV�LQ�UHYHUVH�DQG�WKH�SRVLWLYH�DV\QFKURQL]HG�VKRFN�KLWV�ZKHQ

WKH�8�6��LV�LQ�D�UHFHVVLRQ�ZKLOH�WKH�)RUHLJQ�HFRQRP\�LV�LQ�DQ�H[SDQVLRQ"��,Q�WKDW�FDVH�

WKH�VKRFN�KLWV�ZKHQ�WKH�)RUHLJQ�HFRQRP\�LV�UHFHLYLQJ�D�QHW�FDSLWDO�LQIORZ�ERRVW�DQG

H[SHULHQFLQJ�D�QHW�H[SRUW�GUDJ���6LQFH�WKH�SRVLWLYH�DV\QFKURQL]HG�VKRFN�ZRXOG�ERRVW



��

8�6��EXW�QRW�)RUHLJQ�JURZWK��LW�ZRXOG�UHGXFH�QHW�FDSLWDO�RXWIORZV�IURP�WKH�8�6���7KH

UHWXUQ�RI�FDSLWDO�ZRXOG�KHOS�VWLPXODWH�8�6��GRPHVWLF�GHPDQG�DQG�VWUHQJWKHQ�WKH�8�6�

FXUUHQF\��HYHQ�WKRXJK�LW�ZRXOG�UHGXFH�QHW�H[SRUW�JURZWK�RYHU�WLPH���,Q�FRPSDULVRQ�

D�SRVLWLYH�V\QFKURQL]HG��VKRFN�ZRXOG�ERRVW�ERWK�8�6��DQG�)RUHLJQ�JURZWK�DQG�GR�OHVV

WR�UHGXFH�QHW�FDSLWDO�RXWIORZV�IURP�WKH�8�6���7KXV��WKH�H[SDQVLRQDU\�HIIHFW�RI�DQ

DV\QFKURQL]HG�VKRFN�ZRXOG�VWLOO�EH�VWURQJHU�LQLWLDOO\�DQG�PRUH�VXVWDLQDEOH�RYHU�WLPH

WKDQ�WKDW�RI�D�V\QFKURQL]HG�VKRFN�

7KH�UHODWLYH�FRQWUDFWLRQDU\�HIIHFW�RI�D�QHJDWLYH�DV\QFKURQL]HG�VKRFN�YHUVXV�D

V\QFKURQL]HG�VKRFN�ZLOO�DOVR�FRQWLQXH�WR�KROG�UHJDUGOHVV�RI� WKH�LQLWLDO�FRQGLWLRQ�

$VVXPH�WKDW�D�QHJDWLYH�DV\QFKURQL]HG��VKRFN�KLWV�WKH�8�6��ZKHQ�LW�LV�LQ�D�ERRP�ZKLOH

WKH�)RUHLJQ�HFRQRP\�LV�LQ�D�UHFHVVLRQ���7KH�FRQWUDFWLRQDU\�HIIHFW�RI�WKH�VKRFN�ZLOO

VWLOO�EH�GHHSHU�DQG�ORQJHU�WKDQ�WKDW�RI�D�V\QFKURQL]HG�QHJDWLYH�VKRFN�EHFDXVH��HYHQ

WKRXJK� WKH�)HGHUDO�5HVHUYH�ZLOO� HDVH�PRQHWDU\� FRQGLWLRQV�ZKHWKHU� WKH� VKRFN� LV

V\QFKURQL]HG�RU�DV\QFKURQL]HG��WKH�HDVLQJ�LV�OLNHO\�WR�EH�PRUH�DJJUHVVLYH�LI�WKH�VKRFN

LV�V\QFKURQL]HG�WKDQ�LI�LW�LV�DV\QFKURQL]HG����7KH�VDPH�ORJLF�DQG�FRQFOXVLRQV�ZRXOG

DSSO\�LI�D�QHJDWLYH�DV\QFKURQL]HG�VKRFN�KLW�ZKHQ�WKH�8�6��ZDV�LQ�D�UHFHVVLRQ�DQG�WKH

)RUHLJQ�HFRQRP\�ZDV�LQ�DQ�H[SDQVLRQ���

2I� FRXUVH�� LW� LV� WKH� DV\QFKURQL]DWLRQ� RU� V\QFKURQL]DWLRQ� RI� EXVLQHVV� F\FOH

FRQGLWLRQV�DW�D�JLYHQ�SRLQW�LQ�WLPH�WKDW�UHVXOWV�LQ�FURVV�ERUGHU�FDSLWDO�DQG�WUDGH�IORZV�

ZKLFK�LQ�WXUQ�KDYH�EHDULQJV�RQ�GRPHVWLF�LQIODWLRQ�DQG�EXVLQHVV�F\FOH�GXUDWLRQ���7KH

DV\QFKURQL]DWLRQ� RI� VKRFNV�� E\� HLWKHU� UHLQIRUFLQJ� RU� RIIVHWWLQJ� WKH� H[LVWLQJ

DV\QFKURQL]HG�FRQGLWLRQV��ZRXOG�VLPSO\�HLWKHU�DGG�WR�RU�VXEWUDFW�IURP�WKH�HIIHFW�RI



��

LQLWLDO�DV\QFKURQL]DWLRQ�RQ�WKH�EXVLQHVV�F\FOH���6LQFH�WKH�UHODWLYH�LPSDFW�RQ�LQIODWLRQ

DQG�WKH�EXVLQHVV�F\FOH�RI�DV\QFKURQL]HG�YHUVXV�V\QFKURQL]HG�VKRFNV�GRHV�QRW�GHSHQG

RQ� WKH� LQLWLDO� FRQGLWLRQV�� KRZHYHU�� VXFK� D� UHDOL]DWLRQ� GRHV� QRW� LQYDOLGDWH� WKH

DV\QFKURQL]DWLRQ�K\SRWKHVLV�



��

5()(5(1&(6

$KPHG�� 6KDJKLO�� %DUU\� ,FNHV�� 3LQJ�:DQJ�� DQG� %\XQJ� 6DP�<RR�� �,QWHUQDWLRQDO

%XVLQHVV�&\FOHV���$PHULFDQ�(FRQRPLF�5HYLHZ��YRO������QR�����-XQH�������SS�

��������

%HUQDQNH��%���$OWHUQDWLYH�([SODQDWLRQV�RI�WKH�0RQH\�,QFRPH�&RUUHODWLRQ���LQ�5HDO

%XVLQHVV�&\FOHV��5HDO�([FKDQJH�5DWHV�DQG�$FWXDO�3ROLFLHV��&DUQHJLH�5RFKHVWHU

&RQIHUHQFH�6HULHV�RQ�3XEOLF�3ROLF\��YRO������$XWXPQ�������SS���������

BBBBBBBBB� DQG�%OLQGHU��$ODQ�6�� �7KH�)HGHUDO� )XQGV�5DWH� DQG� WKH�&KDQQHOV� RI

0RQHWDU\�7UDQVPLVVLRQ���$PHULFDQ�(FRQRPLF�5HYLHZ��YRO������QR�����6HSWHPEHU

������SS����������

BBBBBBBBB�DQG�0LKRY��,OLDQ���0HDVXULQJ�0RQHWDU\�3ROLF\���4XDUWHUO\�-RXUQDO�RI

(FRQRPLFV���YRO�������QR�����$XJXVW�������SS����������

&DPSD�� -RVH� DQG� /LQGD� 6�� *ROGEHUJ�� �7KH� (YROYLQJ� ([WHUQDO� 2ULHQWDWLRQ� RI

0DQXIDFWXULQJ��$�3URILOH�RI�)RXU�&RXQWULHV���Economic Policy Review��)HGHUDO
5HVHUYH�%DQN�RI�1HZ�<RUN��)HEUXDU\�������S�����

&ODULGD�� 5LFKDUG�� -RUGL� *DOt�� DQG� 0DUN� *HUWOHU�� �0RQHWDU\� 3ROLF\� 5XOHV� DQG

0DFURHFRQRPLF�6WDELOLW\��(YLGHQFH�DQG�6RPH�7KHRU\���4XDUWHUO\�-RXUQDO�RI

(FRQRPLFV��YRO�������QR�����)HEUXDU\�������SS����������

&RQJUHVVLRQDO�%XGJHW�2IILFH��7KH�(FRQRPLF� DQG�%XGJHW�2XWORRN��)LVFDO� <HDUV

�����������-DQXDU\�������&KDSWHU���

*DPEHU��(GZDUG�1��DQG�-XDQQ�+��+XQJ���+DV�WKH�5LVH�LQ�*OREDOL]DWLRQ�5HGXFHG

8�6��,QIODWLRQ�LQ�WKH�����V"��(FRQRPLF�,QTXLU\��-DQXDU\�������SS��������

.UXJPDQ��3DXO���3DVW�DQG�3URVSHFWLYH�&DXVHV�RI�+LJK�8QHPSOR\PHQW���(FRQRPLF

5HYLHZ��)HGHUDO�5HVHUYH�%DQN�RI�.DQVDV�&LW\��)RXUWK�4XDUWHU�������SS��������

BBBBBBBBBBBB�� �*URZLQJ�:RUOG� 7UDGH�� &DXVHV� DQG� &RQVHTXHQFHV��� %URRNLQJV

3DSHUV�RQ�(FRQRPLF�$FWLYLW\��QR�����������SS����������

0HKUD��<DVK���$�)RUZDUG�/RRNLQJ�0RQHWDU\�3ROLF\�5HDFWLRQ�)XQFWLRQ���(FRQRPLF

4XDUWHUO\��)HGHUDO�5HVHUYH�%DQN�RI�5LFKPRQG��6SULQJ�������SS��������

0LWFKHOO��:HVOH\�&��%XVLQHVV�&\FOHV��7KH�3UREOHP�DQG�,WV�6HWWLQJ�� �1HZ�<RUN�

1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK�������
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5RPHU��&KULVWLQD�DQG�'DYLG�5RPHU����'RHV�0RQHWDU\�3ROLF\�0DWWHU"��$�1HZ�7HVW

,Q�7KH�6SLULW�RI�)ULHGPDQ�DQG�6FKZDUW]��� LQ�1%(5�0DFURHFRQRPLFV�$QQXDO

������HGLWHG�E\�2OLYLHU�-��%ODQFKDUG�DQG�6WDQOH\�)LVKHU���&DPEULGJH��0DVV��0,7

3UHVV��������SS����������

6FKOHVLQJHU��-DFRE�0���0RQH\�*R�5RXQG��:K\�WKH�/RQJ�%RRP"�,W�2ZHV�D�%LJ�'HEW

WR�WKH�&DSLWDO�0DUNHWV���:DOO�6WUHHW�-RXUQDO��)HEUXDU\���������

7D\ORU�� -RKQ�%��'LVFUHWLRQ� YHUVXV�3ROLF\�5XOHV� LQ�3UDFWLFH��&DUQHJLH�5RFKHVWHU

&RQIHUHQFH�6HULHV�RQ�3XEOLF�3ROLF\��YRO������'HFHPEHU�������SS����������

BBBBBBBBBBBB���7KH�,QIODWLRQ�2XWSXW�9DULDELOLW\�7UDGH�2II�5HYLVLWHG���LQ�*RDOV�

*XLGHOLQHV��DQG�&RQVWUDLQWV�)DFLQJ�0RQHWDU\�3ROLF\PDNHUV��HGLWHG�E\�-��)XKUHU�

%RVWRQ��)HGHUDO�5HVHUYH�%DQN�RI�%RVWRQ�������


