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'5$)7��&200(176�:(/&20('
)LJKWLQJ�6\VWHPLF�&RUUXSWLRQ��)RXQGDWLRQV�IRU�,QVWLWXWLRQDO5HIRUPV

:%,�*RYHUQDQFH�7HDP�

7KH�3URFHVV�RI�)LJKWLQJ�&RUUXSWLRQ
)LJKWLQJ�V\VWHPLF�FRUUXSWLRQ�UHTXLUHV�DWWHQWLRQ�ERWK�WR�WKH�SURFHVV�DQG�WKH�VXEVWDQFH�RI�UHIRUP�$GGUHVVLQJ�WKH�SROLWLFV�DQG�YHVWHG�LQWHUHVWV�LQYROYHG��WKH�SURFHVV�RI�DQWL�FRUUXSWLRQ�UHIRUP�VHHNVWR� EROVWHU� RSSRUWXQLWLHV� DQG� GRZQSOD\� FRQVWUDLQWV� LQ� LPSOHPHQWLQJ� UHIRUPV�� 7KLV� SHUVSHFWLYHKLJKOLJKWV� WKH� LPSRUWDQFH� RI� SROLWLFDO� OHDGHUVKLS� DQG� FRDOLWLRQ� EXLOGLQJ� IRU� LPSOHPHQWLQJ� DQGVXVWDLQLQJ� DQWL�FRUUXSWLRQ� UHIRUPV�� $W� WKH� VDPH� WLPH�� WKH� VXEVWDQFH� RI� DQWL�FRUUXSWLRQ� UHIRUPHQWDLOV�DQ�DQDO\WLFDO�XQGHUVWDQGLQJ�RI�WKH�GLPHQVLRQV�DQG�GHWHUPLQDQWV�RI�FRUUXSWLRQ�LQ�RUGHU�WRLGHQWLI\� WKH� W\SHV� RI� UHIRUPV� WKDW� DUH� QHHGHG�� 'DWD� DQG� HPSLULFDO� DQDO\VLV�� LQFOXGLQJ� LQ�GHSWKGLDJQRVWLFV��SURYLGH�FOHDU�LQSXW�WR�WKLV�ZRUN��7KHUHIRUH��VXFFHVVIXO�DQWL�FRUUXSWLRQ�SURJUDPV�QHHGWR�LQWHJUDWH��D��SROLWLFDO�OHDGHUVKLS���E��FRDOLWLRQ�EXLOGLQJ��DQG��F��ULJRURXV�GDWD�

3ROLWLFDO�/HDGHUVKLS
3ROLWLFDO�ZLOO�LV�D�FULWLFDO�HOHPHQW�WR�GHYHORS�VXVWDLQDEOH�DQG�HIIHFWLYH�DQWL�FRUUXSWLRQ�SURJUDPV�:LWKRXW� LW��JRYHUQPHQWDO�HIIRUWV�GHVLJQHG� WR� LPSURYH�FLYLO�VHUYLFH��VWUHQJWKHQ�WUDQVSDUHQF\�DQGDFFRXQWDELOLW\��DQG�UHLQYHQW�WKH�UHODWLRQVKLS�EHWZHHQ�JRYHUQPHQW�DQG�SULYDWH�LQGXVWU\�SURYH�WR�EHLQHIIHFWLYH�� 7KH� FRQFHSW� RI� SROLWLFDO�ZLOO� UHIHUV� WR� WKH� GHPRQVWUDWHG� FUHGLEOH� LQWHQW� RI� SROLWLFDODFWRUV�WR�DWWDFN�FRUUXSWLRQ�DW�D�V\VWHPLF�OHYHO��7KH�IRFXV�LV�RQ�WKH�DFWRUV�� WKHLU�PRWLYHV�DQG�WKHFKRLFHV�WKH\�PDNH�WR�SURPRWH�DQG�LPSOHPHQW�DQWL�FRUUXSWLRQ�UHIRUPV�
,W�LV�QRW�HQRXJK�WR�DLP�DW�JHWWLQJ�EDVLF�HFRQRPLF�SROLFLHV�ULJKW�
RQ�SDSHU
�ZLWKRXW�UHFRJQL]LQJ�WKHSROLWLFDO�HFRQRP\�RI� IRUFHV�DW�SOD\��)LJKWLQJ�FRUUXSWLRQ�KDV�GLVWULEXWLRQDO�FRQVHTXHQFHV��ZKLFKFDQ� PRELOL]H� SRZHUIXO� IRUFHV� WR� SURWHFW� YHVWHG� LQWHUHVWV�� +LVWRULFDO� DFFRXQWV� GRFXPHQW� ZHOO�LQWHQWLRQHG�UHIRUPHUV�ZKR�IDOWHUHG�EHFDXVH�WKH\�FRXOG�QRW�QHXWUDOL]H�WKH�UHVLVWDQFH��$V�WRS�OHYHOSROLWLFDO�ZLOO� IRU� DQWL�FRUUXSWLRQ� UHIRUP�PD\�ZDQH�ZLWK� FKDQJLQJ� SROLWLFDO� FLUFXPVWDQFHV�� DQWL�FRUUXSWLRQ� HIIRUWV� PXVW� H[DPLQH� ZD\V� WR� EROVWHU� OHDGHUV
� ZLOOLQJQHVV� WR� UHIRUP� DQG� ZD\V� WRSURFHHG�ZKHQ�SROLWLFDO�FRPPLWPHQW�LV�ODFNLQJ�

&RDOLWLRQ�%XLOGLQJ
%XLOGLQJ�FRDOLWLRQV�EHWZHHQ�FLYLO� VRFLHW\�DQG�JRYHUQPHQW� FDQ�SURYLGH� WKH�QHFHVVDU\� VXSSRUW� WRVXVWDLQ�DQWL�FRUUXSWLRQ�HIIRUWV��%\�RSHQLQJ�FKDQQHOV�WKURXJK�ZKLFK�FLYLO�VRFLHW\�DQG�JRYHUQPHQWVWDNHKROGHUV� FDQ� GHPDQG� JUHDWHU� DFFRXQWDELOLW\� IURP� HDFK� RWKHU�� WKLV� DSSURDFK� FDQ� JHQHUDWH� DFLWL]HQ�JRYHUQPHQW� G\QDPLF� WKDW� ZLOO� VXEVWDQWLDOO\� EXWWUHVV� UHIRUPV�� 7KH� SDUWLFLSDWLRQ� RI� FLYLOVRFLHW\��WKH�SULYDWH�VHFWRU��WKH�PHGLD��DQG�RIILFLDOV�IURP�DOO�EUDQFKHV�RI�JRYHUQPHQW�FRPSOHPHQWVWRS�OHYHO�SROLWLFDO�FRPPLWPHQW�IRU�LQVWLWXWLRQDO�UHIRUPV�
� 'DQLHO�.DXIPDQQ��0DULD�*RQ]DOH]�GH�$VLV���7LP�&DUULQJWRQ��6DKU�.SXQGHK��5RGHULFN�0DFGRQHOO��5LFN6WDSHQKXUVW�DQG�3DEOR�=RLGR�/REDWRQ�ZLWK�DVVLVWDQFH�IURP�3K\OOLV�'LQLQLR
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6XFK� EURDG� LQSXW� LQWR� UHIRUPV� LPSURYHV� WKH� FRQWHQW� RI� UHIRUPV� DV� ZHOO� DV� SURVSHFWV� IRULPSOHPHQWLQJ�WKHP��%URDGHQLQJ�SROLWLFDO�SDUWLFLSDWLRQ�HQKDQFHV�WKH�DUUD\�RI�WRROV�DQG�VWUDWHJLHVWKDW�FDQ�EH�XWLOL]HG�WR�GHDO�ZLWK�D�ZLGHU�UDQJH�RI�QHHGV�DQG�REMHFWLYHV�LQ�FLYLO�VRFLHW\�DQG�SROLWLFDOV\VWHPV��%HFDXVH�D�EURDGHU�FURVV�VHFWLRQ�RI�WKH�FLWL]HQU\�EHFRPHV�LQYROYHG�LQ�GHILQLQJ�SULRULWLHVDQG� GHWHUPLQLQJ� WUDGH�RIIV��PRUHRYHU�� WKH\� GHPDQG� HIILFLHQF\� LQ� WKH� H[HFXWLRQ� RI� SURMHFWV��$VVWDNHKROGHUV��WKH\�KDYH�EHHQ�HPSRZHUHG�WR�FDUH�DERXW�SURMHFWV�DQG�PRQLWRU�WKHLU�SHUIRUPDQFH�

5LJRURXV�'DWD
,Q� DGGLWLRQ� WR� SROLWLFDO� OHDGHUVKLS� DQG� FRDOLWLRQ� EXLOGLQJ�� ULJRURXV� GDWD� LV� FULWLFDO� WR� VXFFHVVIXOUHIRUP��,QIRUPDWLRQ�JHQHUDWHG�E\�ULJRURXV�GDWD�LV�HVVHQWLDO�IRU�WDLORULQJ�DQWL�FRUUXSWLRQ�HIIRUWV�WRWKH� FRXQWU\� FRQWH[W�� 'LDJQRVLQJ� FRUUXSWLRQ� KHOSV� D� FRXQWU\� XQGHUVWDQG� WKH� VKRUWFRPLQJ� LQ� LWVSROLFLHV�DQG�LQVWLWXWLRQV��DQG�FDQ�KHOS�HVWDEOLVK�SULRULWLHV�IRU�UHIRUP�E\�LGHQWLI\LQJ�DFWLYLWLHV�DQGDJHQFLHV�ZKHUH�FRUUXSWLRQ�LV�FRQFHQWUDWHG�
:KLOH� FRUUXSWLRQ� LV� FOHDUO\� D� V\PSWRP� RI� LQHIILFLHQW� LQVWLWXWLRQV� DQG� SROLFLHV�� NQRZLQJ� ZKDWUHIRUPV�DUH�QHHGHG�LV�QRW�DOZD\V�VWUDLJKWIRUZDUG��8QWLO�UHFHQWO\��LW�ZDV�FRQVLGHUHG�LPSRVVLEOH�WRV\VWHPDWLFDOO\�PHDVXUH�FRUUXSWLRQ�LQ�JRYHUQPHQW�LQVWLWXWLRQV�DQG�DVVHVV�LWV�HFRQRPLF�DQG�VRFLDOFRVWV��:LWK�WKH�DGYHQW�RI�D�ODUJH�QXPEHU�RI�VXUYH\�LQVWUXPHQWV�DQG�RWKHU�WHFKQLTXHV��KRZHYHU��DULFK�GDWDEDVH�RQ�JRYHUQPHQW�SHUIRUPDQFH�DQG�FRUUXSWLRQ�LV�HPHUJLQJ�
7KH�QHZHVW�IURQWLHU�LQ�WKH�ILJKW�DJDLQVW�FRUUXSWLRQ�LV�WR�VXUYH\�WKH�SDUWLHV�WR�FRUUXSWLRQ�GLUHFWO\DQG� VLPXOWDQHRXVO\²LQFOXGLQJ� KRXVHKROGV�� HQWHUSULVH�PDQDJHUV�� DQG� SXEOLF� RIILFLDOV²DQG� DVNWKHP� DERXW� WKH� FRVWV� DQG� SULYDWH� UHWXUQV� RI� SD\LQJ� EULEHV� WR� REWDLQ� SXEOLF� VHUYLFHV�� VSHFLDOSULYLOHJHV��DQG�JRYHUQPHQW�MREV��8QWLO�UHFHQWO\��VNHSWLFV�EHOLHYHG�WKDW�SDUWLHV�WR�FRUUXSWLRQ�KDG�DQLQFHQWLYH�WR�XQGHU�UHSRUW�LW��%XW�ZLWK�DSSURSULDWH�VXUYH\�LQVWUXPHQWV�DQG�LQWHUYLHZLQJ�WHFKQLTXHV�UHVSRQGHQWV�DUH�ZLOOLQJ�WR�GLVFXVV�DJHQF\�VSHFLILF�FRUUXSWLRQ�ZLWK�UHPDUNDEOH�FDQGRU��(YHQ�ZLWKXQGHUUHSRUWLQJ� DQG� QRQ�UHVSRQVHV� WR� VRPH� VHQVLWLYH� TXHVWLRQV�� WKH� UHVXOWV� RIIHU� WHOOLQJ� ORZHU�ERXQG�HVWLPDWHV�RI�FRUUXSWLRQ�
7KH�OLPLWV�RI�GLIIHUHQW�HPSLULFDO�PHDVXUHV�RI�FRUUXSWLRQ�SRLQW�WR�WKH�GHVLUDELOLW\�RI�XVLQJ�PXOWLSOHDSSURDFKHV� DQG� GDWD� IURP� GLIIHUHQW� VRXUFHV�� &RQVLVWHQW� ILQGLQJV� DFURVV� WKHVH� DSSURDFKHV� DQGVRXUFHV�VLJQLILFDQWO\�HQKDQFH�WKH�UHOLDELOLW\�DQG�HDVH�RI�DFFHSWDQFH�RI�WKH�HPSLULFDO�HYLGHQFH²DVZHOO�DV�WKH�FUHGLELOLW\�RI�WKH�DFWLRQV�LW�VXJJHVWV�
7KH� GLDJQRVWLF� DSSURDFK� KDV� RWKHU� DGYDQWDJHV� DV� ZHOO�� $OPRVW� E\� GHILQLWLRQ�� VXUYH\V� RIKRXVHKROGV� DQG� HQWHUSULVHV� DUH� SDUWLFLSDWRU\�� DQG� WKHUHE\� KHOS� WR� UDLVH� DZDUHQHVV� RI� WKH� LVVXH�2QFH�GLVVHPLQDWHG��WKH�GDWD�VWLPXODWH�GHEDWH�DQG�EURDGHU�VXSSRUW�IRU�UHIRUPV��5LJRURXV�GDWD�DUHDOVR�GLIILFXOW�IRU�FRUUXSW�DJHQFLHV�DQG�SROLWLFLDQV�WR�UHIXWH��DQG�VR�FDQ�GH�SROLWLFL]H�WKH�GHEDWH�RQFRUUXSWLRQ��)XUWKHU��HPSLULFDO�VXUYH\V�HVWDEOLVK�D�EDVHOLQH�DJDLQVW�ZKLFK�WKH�VXFFHVVHV�RU�IDLOXUHVRU UHIRUP� FDQ� EH� PHDVXUHG�� %\� LQVWLWXWLRQDOL]LQJ� GDWD� FROOHFWLRQ� DQG� GLVVHPLQDWLRQ�� RQJRLQJUHIRUP�HIIRUWV�FDQ�DOVR�EH�PRQLWRUHG��6XFK� LQVWLWXWLRQDOL]HG�PRQLWRULQJ�PHFKDQLVPV�FDQ�SOD\�DPDMRU�UROH�LQ�UHGXFLQJ�FRUUXSWLRQ�
1RQHWKHOHVV�� ULJRURXV� VXUYH\V� DQG� DQDO\VLV� DUH� MXVW� RQH� LQSXW� LQWR� D� PXOWL�IDFHWHG� SURFHVV� IRUFRPEDWLQJ� FRUUXSWLRQ�� DQG� FDQ� EH� PLVXVHG� LI� WKH\� DUH� QRW� FDUULHG� RXW� LQ� WKH� SURSHU� FRQWH[W�6XUYH\RUV� QHHG� WR� EH� LQGHSHQGHQW� DQG� PHWKRGRORJLHV� ULJRURXV�� RWKHUZLVH� WKH� UHVXOWV� FDQ� EHPLVOHDGLQJ�

7KH�6XEVWDQFH�RI�$QWL�FRUUXSWLRQ�5HIRUPV
$QWL�FRUUXSWLRQ�UHIRUPV�YDU\�IURP�FRXQWU\� WR�FRXQWU\�� �5HIOHFWLQJ�HDFK�FRXQWU\
V�SUREOHPV�DQGRSSRUWXQLWLHV�� DFWLRQ� SODQV� HVWDEOLVK� GLIIHUHQW� SULRULWLHV�� VHTXHQFHV�� DQG� WLPLQJ�� � 1RQHWKHOHVV�
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DFWLRQ� SODQV� GUDZ� IURP� WKH� VDPH� JHQHUDO� SRRO� RI� DQWL�FRUUXSWLRQ� UHIRUPV�� � 7KHVH� LQFOXGHHFRQRPLF�UHIRUPV�WKDW�UHGXFH�RSSRUWXQLWLHV�IRU�FRUUXSWLRQ��LQVWLWXWLRQDO�DUUDQJHPHQWV�WKDW

SURPRWH� WUDQVSDUHQF\� DQG� DFFRXQWDELOLW\�� DQG� DGPLQLVWUDWLYH� UHIRUPV� WKDW� LPSURYHLQFHQWLYHV�IRU�SXEOLF�RIILFLDOV��)LJXUH���VKRZV�WKH�NH\�UHIRUPV�IRU�LPSURYLQJ�JRYHUQDQFHDQG� FRPEDWLQJ� FRUUXSWLRQ�� ,W� LV� LPSRUWDQW� WR� UHFRJQL]H� WKDW� LQFHQWLYHV�� SUHYHQWLRQ� DQGV\VWHPLF�FKDQJH�ZLWKLQ�LQVWLWXWLRQV�SOD\�DW�OHDVW�DV�LPSRUWDQW�D�UROH�DV�WUDGLWLRQDO�FDVH�E\�FDVH�HQIRUFHPHQW�LQLWLDWLYHV�
(FRQRPLF�3ROLF\
/LIWLQJ�JRYHUQPHQW� FRQWUROV�RIIHUV� D�PHDQV� WR� UHGXFH� RSSRUWXQLWLHV� IRU� FRUUXSWLRQ��(OLPLQDWLQJWDULIIV�� TXRWDV�� H[FKDQJH� UDWH� UHVWULFWLRQV�� SULFH� FRQWUROV�� DQG� SHUPLW� UHTXLUHPHQWV� FDQ� VWULSRIILFLDOV� RI� WKH� SRZHU� WR� H[WUDFW� RU� DFFHSW� EULEHV�� $W� WKH� VDPH� WLPH�� UHPRYLQJ� VXFK� FRQWUROVUHGXFHV�WUDQVDFWLRQ�FRVWV��HOLPLQDWHV�ERWWOHQHFNV��DQG�IRVWHUV�FRPSHWLWLRQ��6LPLODUO\��SULYDWL]DWLRQRIIHUV� D� PHDQV� WR� OLPLW� WKH� DXWKRULW\� RI� JRYHUQPHQW� DQG� WKHUHE\� HOLPLQDWH� RSSRUWXQLWLHV� IRUUHFXUUHQW�FRUUXSW�GHDOLQJ�LQ�VDOHV��HPSOR\PHQW��SURFXUHPHQW��DQG�ILQDQFLQJ�FRQWUDFWV���7R�HQVXUHWKH� LQWHJULW\� RI� WKH� SURFHVV�� KRZHYHU�� SULYDWL]DWLRQ� UHTXLUHV� VSHFLDO� PHDVXUHV� RI� WUDQVSDUHQF\�)XUWKHU�� VXFFHVVIXO� SULYDWL]DWLRQ� SURJUDPV� UHTXLUH� DGHTXDWH� UHJXODWRU\� DQG� FRPPHUFLDO� OHJDOIUDPHZRUNV�WR�SURWHFW�FRQVXPHUV�DQG�LQYHVWRUV�DQG�WR�FUHDWH�FRQGLWLRQV�IRU�FRPSHWLWLRQ��:LWKRXWWKHVH�IUDPHZRUNV�LQ�SODFH��SULYDWL]DWLRQ�PD\�RQO\�VKLIW�UHQW�VHHNLQJ�IURP�WKH�SXEOLF�WR�WKH�SULYDWHVHFWRU�
,QGHHG�� FRPSHWLWLRQ� SROLF\� LV� DQ� LPSRUWDQW� FRQFRPLWDQW� WR� GHUHJXODWLRQ� DQG� SULYDWL]DWLRQ�� 7KHFRQFHQWUDWLRQ�RI�HFRQRPLF�SRZHU�LQ�PRQRSROLHV�FDQ�H[HUW�SROLWLFDO�LQIOXHQFH�RQ�WKH�JRYHUQPHQWIRU�SULYDWH�EHQHILWV��7KH�SUREOHP�LV�SDUWLFXODUO\�DFXWH�LQ�QDWXUDO�UHVRXUFH�ULFK�HFRQRPLHV��ZKHUHPRQRSROLHV� LQ� RLO�� JDV� DQG� DOXPLQXP�� IRU� LQVWDQFH��ZLHOG� FRQVLGHUDEOH� HFRQRPLF� DQG� SROLWLFDO

&RUUXSWLRQ

(FRQRPLF�3ROLF\��'HUHJXODWLRQ�7D[�VLPSOLILFDWLRQ�3ULYDWL]DWLRQ
)LQDQFLDO�&RQWUROV��$XGLW�)LQDQFLDO�0DQDJHPHQW�3URFXUHPHQW�5HIRUP�0HDVXULQJ�3URFXUHPHQW�8QLW�&RVWV

/HJDO�-XGLFLDO��,QGHSHQGHQFH�5HVWUXFWXULQJ�0HULWRFUDWLF�-XGLFLDO�$SSRLQWPHQWV�$'5�0HFKDQLVPV�$OWHUQDWLYHV�1*2�3ULYDWH�$OWHUQDWLYHV�/HJDO�,QQRYDWLRQ�´1RQ�2(&'´�6ROXWLRQV

3XEOLF�2YHUVLJKW�DQG�&LYLO�6RFLHW\�$ZDUHQHVV�5DLVLQJ�&LYLO�VRFLHW\�0HGLD�3DUWLFLSDWLRQ�³3RZHU�RI�GDWD´�(PSLULFDO�6XUYH\V�,QGHSHQGHQW�DJHQF\�1*2�3DUOLDPHQWDU\�2YHUVLJKW�2PEXGVPDQ

)LJXUH���$�0XOWLSURQJHG 6WUDWHJ\�IRU�)LJKWLQJ�&RUUXSWLRQ

,QVWLWXWLRQDO�5HIRUPV��&XVWRPV�*RYHUQPHQW�UHIRUP&LYLO�6HUYLFH��3D\�5HVWUXFWXULQJ�0HULWRFUDF\

(&$�DQG�$VVRFLDWHV
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SRZHU�WKDW� OHDGV�WR�GLIIHUHQW� IRUPV�RI�FRUUXSWLRQ�±�QRQSD\PHQW�RI� WD[HV��FRUUXSW�DFTXLVLWLRQ�RIOLFHQVHV�DQG�SHUPLWV��DQG�SXUFKDVLQJ�RI�YRWHV�DQG�GHFUHHV�WKDW�UHVWULFW�FRPSHWLWLRQ�

&LYLO�6RFLHW\
&LYLO� VRFLHW\� RYHUVLJKW� DQG� SDUWLFLSDWLRQ� LQ� WKH� GHFLVLRQ�PDNLQJ� DQG� IXQFWLRQLQJ� RI� WKH� SXEOLFVHFWRU�KDYH�EHHQ�D�FUXFLDO�FRXQWHUZHLJKW�WR�FRUUXSWLRQ��7KLV�LQYROYHV�PDNLQJ�WKH�VWDWH�WUDQVSDUHQWWR� WKH� SXEOLF� DQG� HPSRZHULQJ� WKH� FLWL]HQU\� WR� SOD\� DQ� DFWLYH� UROH�� (PSRZHUHG� FLWL]HQV� FDQSURYLGH� D� FKHFN� RQ� JRYHUQPHQW� DEXVHV� DQG� LPSURYH� RZQHUVKLS� DQG� VXVWDLQDELOLW\� RI� UHIRUPV�&LYLO� VRFLHW\� LQYROYHPHQW� LQ� JRYHUQPHQW� DOVR� KHOSV� WR� EXLOG� WKH� FUHGLELOLW\� RI� WKH� VWDWH��0DQ\UHIRUPV�KDYH�SURYHQ�HIIHFWLYH�LQ�SURPRWLQJ�FLYLO�VRFLHW\�RYHUVLJKW��7KHVH�LQFOXGH�
� (QVXULQJ�SXEOLF�DFFHVV�WR�JRYHUQPHQW�LQIRUPDWLRQ��)UHHGRP�RI�,QIRUPDWLRQ�� 5HTXLULQJ�FHUWDLQ�W\SHV�RI�JRYHUQPHQW�PHHWLQJV�WR�EH�RSHQ�WR�SXEOLF�REVHUYDWLRQ� &RQGXFWLQJ�SXEOLF�KHDULQJV�DQG�UHIHUHQGD�RQ�GUDIWV�GHFUHHV��UHJXODWLRQV��DQG�ODZV� 3XEOLVKLQJ�MXGLFLDO�GHFLVLRQV� 6WUHQJWKHQLQJ�WKH�V\VWHP�RI�DGPLQLVWUDWLYH�DSSHDOV��ZKLFK�SURYLGH�WKH�SXEOLF�ZLWK�D�SURFHVVWR�DGMXGLFDWH�ZURQJIXO�GHFLVLRQV�RI�VWDWH�� (QVXULQJ�IUHHGRP�RI�WKH�SUHVV�E\�SURKLELWLQJ�FHQVRUVKLS��GLVFRXUDJLQJ�XVH�E\�SXEOLF�RIILFLDOVRI OLEHO� DQG� GHIDPDWLRQ� ODZV� DV� D� PHDQV� IRU� LQWLPLGDWLQJ� MRXUQDOLVWV�� DQG� HQFRXUDJLQJGLYHUVLW\�RI�PHGLD�RZQHUVKLS� ,QYLWLQJ� FLYLO� VRFLHW\� WR� PRQLWRU� LWV� SHUIRUPDQFH�� HVSHFLDOO\� �L�� WKH� LPSOHPHQWDWLRQ� RISROLWLFDOO\�GLIILFXOW�UHIRUPV�VXFK�DV�DQWL�FRUUXSWLRQ�DQG��LL��NH\�SXEOLF�SURFXUHPHQWV
3XEOLF�2YHUVLJKW
&ORVHO\� UHODWHG� WR� WKH� DERYH�� WKH� SROLWLFDO� OHDGHUVKLS� QHHGV� WR� GHPRQVWUDWH� LWV� FRPPLWPHQW� WRILJKWLQJ�FRUUXSWLRQ�E\�SXEOLF�GLVFORVXUH�DQG�WUDQVSDUHQF\�RI�LWV�RZQ�ILQDQFLQJ��LQFRPH�DQG�DVVHWV�,Q� VHYHUDO� LQGXVWULDOL]HG� GHPRFUDFLHV� LQ� WKH� 2UJDQL]DWLRQ� IRU� (FRQRPLF� &RRSHUDWLRQ� DQG'HYHORSPHQW��WKLV�KDV�HQWDLOHG�
� 5HTXLULQJ�SXEOLF�GLVFORVXUH�RI�YRWHV�LQ�SDUOLDPHQW� 5HYLHZLQJ�GHVLUDELOLW\�RI�SDUOLDPHQWDU\�LPPXQLW\� 5HTXLULQJ�SXEOLF�GLVFORVXUH�RI�VRXUFHV�DQG�DPRXQWV�RI�SROLWLFDO�SDUW\�ILQDQFH� 5HTXLULQJ� SXEOLF� GLVFORVXUH� RI� LQFRPHV� DQG� DVVHWV� RI� VHQLRU� SXEOLF� RIILFLDOV� DQG� WKHLU� NH\GHSHQGHQWV� 3UHYHQWLQJ�FRQIOLFW�RI�LQWHUHVW�IRU�SXEOLF�RIILFLDOV� 3URWHFWLQJ� WKH�SHUVRQDO� DQG� MRE� VHFXULW\� RI� SXEOLF� RIILFLDOV�ZKR� UHYHDO� FRUUXSWLRQ� E\� RWKHURIILFLDOV�LQ�WKHLU�RUJDQL]DWLRQV��ZKLVWOHEORZHU�VWDWXWHV��
7KHUH�DUH� D�YDULHW\�RI� LQVWLWXWLRQDO�DUUDQJHPHQWV� IRU�NHHSLQJ� WUDFN�RI� WKHVH� GLVFORVXUHV� DQG� IRURWKHUZLVH� SURYLGLQJ� RYHUVLJKW� RI� RIILFLDO� EHKDYLRU�� 7KHVH� LQFOXGH� DXGLW� RIILFHV�� HWKLFV� RIILFHV�LQVSHFWRUV�JHQHUDO��DQG�DQWL�FRUUXSWLRQ�DJHQFLHV��,Q�WKLV�UHJDUG��FRRUGLQDWLRQ�DPRQJ�WKH�UHOHYDQWLQVWLWXWLRQV�LV�D�SULRULW\�IRU�HIIHFWLYH�DQWL�FRUUXSWLRQ�
&LYLO�6HUYLFH
&URVV�FRXQWU\� HYLGHQFH� VKRZV� WKDW� UHFUXLWLQJ� DQG� SURPRWLQJ� RQ�PHULW�� DV� RSSRVHG� WR� SROLWLFDOSDWURQDJH� RU� LGHRORJLFDO� DIILOLDWLRQ�� LV� SRVLWLYHO\� DVVRFLDWHG� ZLWK� FRQWURO� RI� FRUUXSWLRQ��:KLOHDFKLHYLQJ� FKDQJH� WDNHV� WLPH�� HIIHFWLYH� UHIRUPV� LQ� WKLV� DUHD� KDYH� LQWURGXFHG� D� FRPSUHKHQVLYHSHUIRUPDQFH�PDQDJHPHQW�V\VWHP��ZLWK�SD\�DQG�SURPRWLRQ�OLQNHG�WR�SHUIRUPDQFH��7R�DFKLHYH�WKHGHVLUHG� UHVXOWV�� SD\� OHYHOV� IRU� PDQDJHULDO� DQG� NH\� SURIHVVLRQDO� VWDII� QHHG� WR� EH� EURDGO\



�

FRPSHWLWLYH�ZLWK�WKH�SULYDWH�VHFWRU��DQG�DOORZDQFHV�DQG�QRQ�FDVK�EHQHILWV�QHHG�WR�EH�VLPSOLILHG�PRQHWL]HG��DQG�PDGH�WUDQVSDUHQW�
([SHULHQFH� VKRZV� WKDW� H[SRVLQJ� SXEOLF� DGPLQLVWUDWLRQV� WR� SUHVVXUHV� DQG� GHPDQGV� IURP� WKHLUFOLHQWV�DOVR�KDV�D�PDMRU�LPSDFW�RQ�LPSURYLQJ�VHUYLFH�GHOLYHU\��5HIRUP�PHDVXUHV�LQ�WKLV�DUHD�FRXOGLQFOXGH�VHWWLQJ�DQG�SXEOLVKLQJ�VHUYLFH�VWDQGDUGV��DGPLQLVWHULQJ�DQG�SXEOLVKLQJ�FOLHQW� VXUYH\V� WRDVVHVV�DJHQF\�SHUIRUPDQFH�DJDLQVW� WKHVH�VWDQGDUGV�� VHWWLQJ�XS�D�ZLGH�UDQJH�RI�XVHU�JURXSV�DQGFRQVXOWDWLYH�ERGLHV��DQG�GHYHORSLQJ�,QWHUQHW�EDVHG�DSSURDFKHV�WR�GHOLYHULQJ�VHUYLFHV�

)LQDQFLDO�&RQWUROV
%DVLF� V\VWHPV� RI� DFFRXQWDELOLW\� LQ� WKH� DOORFDWLRQ� DQG� XVH� RI� SXEOLF� H[SHQGLWXUHV� FRQVWLWXWH� DIXQGDPHQWDO� SLOODU� IRU� D� JRRG� DQG� FOHDQ� JRYHUQPHQW�� $FFRXQWDELOLW\� LQ� SXEOLF� H[SHQGLWXUHPDQDJHPHQW�UHTXLUHV�WKH�IROORZLQJ��L��D�FRPSUHKHQVLYH�EXGJHW�LQ�ZKLFK�DOO�PDMRU�DUHDV�RI�EXGJHWH[SHQGLWXUH� SDVV� WKURXJK� WKH� 7UHDVXU\� V\VWHP� DQG� WKHUH� LV� QR� VXEVWDQWLDO� UHFRXUVH� WR� H[WUD�EXGJHWDU\�IXQGV��LL��WUDQVSDUHQF\�LQ�WKH�XVH�RI�SXEOLF�H[SHQGLWXUHV�WKURXJK�VXFK�PHDQV�DV�SRVWLQJLQIRUPDWLRQ� DYDLODEOH� RQ� WKH� ,QWHUQHW�� LLL�� FRPSHWLWLYH� SXEOLF� SURFXUHPHQW� WKURXJK� VXFKPHFKDQLVPV� DV� WUDQVSDUHQW� ELGGLQJ� DQG� H[WHUQDO� PRQLWRULQJ�� DQG�� LY�� DQ� LQGHSHQGHQW� H[WHUQDODXGLW��ZKLFK�LV�SXEOLVKHG�DQG�SUHVHQWHG�WR�WKH�OHJLVODWXUH�

/HJDO�-XGLFLDO�0HDVXUHV
7KH�UXOH�RI�ODZ�FDQ�EH�GHILQHG�E\�RSSRVLQJ�LW�WR�WKH�UXOH�RI�SRZHUIXO�PHQ�RU�ZRPHQ���7KLV�KHOSVLQ� XQGHUVWDQGLQJ� WKH� FKDOOHQJH� LQ�PDQ\� FRXQWULHV�� ZKHUH� SRZHUIXO� SROLWLFLDQV� RU� OHDGHUV� RIWHQLQIOXHQFH� WKH� SUDFWLFDO� RSHUDWLRQ� RI� MXGLFLDO� DQG� ODZ� HQIRUFHPHQW� LQVWLWXWLRQV�� 7KH� SULPDU\REMHFWLYH� LQ� WKLV� FRQWH[W� LV� WR� SURPRWH� LQGHSHQGHQFH� RI� WKH� MXGLFLDU\� IURP� WKH� H[HFXWLYH� E\UHYLVLQJ� SURFHGXUHV� IRU� DSSRLQWLQJ�� DVVLJQLQJ�� UHPXQHUDWLQJ�� DQG� UHPRYLQJ� MXGJHV� DQGSURVHFXWRUV�WR�LQVXODWH�WKHP�IURP�SROLWLFDO� LQIOXHQFH��6WUHQJWKHQLQJ� WKH�LQVWLWXWLRQDO�FDSDFLW\�RIWKH� MXGLFLDU\� LV� DOVR� LPSRUWDQW� WR� IDFLOLWDWH� VZLIW� DQG� IDLU� SURFHGXUHV�� 7KLV� FDQ� EH� GRQH� E\DXJPHQWLQJ� DQG� XSJUDGLQJ� VWDIIV�� LPSURYLQJ� OHJDO� WUDLQLQJ�� UHYLVLQJ� ODZV�� DQG� VWUHQJWKHQLQJLQYHVWLJDWLYH� FDSDELOLWLHV�� +RZHYHU�� ZKHUH� FRUUXSWLRQ� RI� WKH� MXGLFLDU\� LV� HQGHPLF�� LQQRYDWLYHDSSURDFKHV� PD\� EH� QHHGHG�� VXFK� DV� DOWHUQDWLYH� GLVSXWH� UHVROXWLRQ� PHFKDQLVPV� DQG� D� PRUHV\VWHPDWLF�1*2�LQYROYHPHQW�LQ�PRQLWRULQJ�

,QVWLWXWLRQDO�5HIRUPV
,Q� PRVW� FRXQWULHV�� FXVWRPV� UHIRUP� LV� D� QHFHVVDU\� HOHPHQW� RI� D� FRPSUHKHQVLYH� DQWL�FRUUXSWLRQVWUDWHJ\��&XVWRPV� LV� RQH� RI� WKH�PDMRU� WD[� FROOHFWLRQ� DJHQFLHV� RI� WKH� FHQWUDO� JRYHUQPHQW� DQG� DQRWRULRXV� VRXUFH� RI� FRUUXSW� GHDOLQJ�� 7KH� FRVWV� RI� FRUUXSWLRQ� LQ� FXVWRPV� RSHUDWLRQV� FDQ� EHJULHYRXV�� ,Q� DGGLWLRQ� WR� UHYHQXH� ORVV�� FRUUXSWLRQ� LQ� FXVWRPV� FDQ� KXUW� WKH� FRPSHWLWLYHQHVV� RI� DFRXQWU\
V� ILUPV� DQG� VFDUH� DZD\� IRUHLJQ� LQYHVWPHQW�� 7R� DGGUHVV� WKLV� SUREOHP�� UHIRUPV� QHHG� WRUHGXFH�DQG�VLPSOLI\�WUDGH�UHJXODWLRQV��SURIHVVLRQDOL]H�FXVWRPV�RSHUDWLRQV�ZLWK�D�IRFXV�RQ�UHVXOWVRULHQWDWLRQ�DQG�LQWHJULW\��DQG�UHGXFH�GLVFUHWLRQ�LQ�FDUJR�SURFHVVLQJ�
2WKHU� JRYHUQPHQW� UHIRUPV� FDQ� IRFXV� RQ� UHVWUXFWXULQJ� RSHUDWLRQV� LQ� OLFHQVLQJ�� UHJLVWULHV�HGXFDWLRQ�� KHDOWK� FDUH�� RU� RWKHU� JRYHUQPHQW� VHUYLFHV�� � 5HVWUXFWXULQJ� FDQ� HQWDLO� VLPSOLI\LQJSURFHGXUHV��OLPLWLQJ�GLVFUHWLRQ��DQG�LPSURYLQJ�RYHUVLJKW�

+RZ�'DWD�6KDSHV�$QWL�FRUUXSWLRQ�5HIRUPV
7KLV� VHFWLRQ� LOOXVWUDWHV� KRZ� GDWD� IURP� VXUYH\V� KHOS� WR� VKDSH� DQWL�FRUUXSWLRQ� UHIRUPV�� ,W� GUDZVXSRQ� UHFHQW� :RUOG� %DQN� ZRUN� ZLWK� SDUWQHUV� LQ� WUDQVLWLRQ� DQG� GHYHORSLQJ� FRXQWULHV�� )LUVW�� LW



�

GHVFULEHV� WKH� H[SHULHQFHV� RI� $OEDQLD�� *HRUJLD�� DQG� /DWYLD� LQ� FRQGXFWLQJ� GHWDLOHG� VXUYH\V� RIFRUUXSWLRQ�DQG�XVLQJ�WKH�UHVXOWV�WR�LQIRUP�DQWL�FRUUXSWLRQ�HIIRUWV��,Q�WKHVH�FRXQWULHV��WKH�VXUYH\VOHG� WR� DQ�RSHQ�DQG� WUDQVSDUHQW� SURFHVV�� LQYROYHG� FLYLO� VRFLHW\� LQ� WKH� UHIRUP� HIIRUW�� DQG� KHOSHGLGHQWLI\� UHIRUP�SULRULWLHV��1H[W�� LW� GHVFULEHV� KRZ� D�EXGJHW� WUDFNLQJ� VXUYH\� LQ�8JDQGD� UHYHDOHGODUJH� GLVFUHSDQFLHV� EHWZHHQ� IXQGV� DOORFDWHG� DQG� IXQGV� UHFHLYHG� LQ� SXEOLF� VFKRROV�� ZKLFKSURPSWHG�WKH�JRYHUQPHQW�WR�SXEOLFL]H�LWV�H[SHQGLWXUHV�DQG�KDV�OHG�WR�PDMRU�LPSURYHPHQWV�LQ�WKHIORZ�RI�IXQGV�

&RUUXSWLRQ�6XUYH\V�LQ�$OEDQLD��*HRUJLD�DQG�/DWYLD
7KH� GHWDLOHG� VXUYH\V� FDUULHG� RXW� LQ� $OEDQLD�� *HRUJLD� DQG� /DWYLD� VKRZHG� GLIIHUHQW� VRXUFHV� RIFRUUXSWLRQ�LQ�HDFK�FRXQWU\��VXJJHVWLQJ�GLIIHUHQW�SULRULWLHV�IRU�UHIRUP��,Q�$OEDQLD��D�ZHDN�MXGLFLDU\HPHUJHG� DV� D� PDLQ� FDXVH� RI� FRUUXSWLRQ�� ZKHUHDV� UHJXODWRU\� IDLOXUHV� HPHUJHG� DV� WKH� PDLQSUREOHPV� LQ�*HRUJLD� DQG�/DWYLD�� 7KH� GDWD� IXUWKHU� UHYHDOHG�ZKLFK� DJHQFLHV�ZHUH� UHFHLYLQJ� WKHODUJHVW�VKDUH�RI�VLGH�SD\PHQWV��ILJXUH����

)LJXUH���:KHUH�GRHV�FRUUXSWLRQ�RFFXU�LQ�*HRUJLD"

6RXUFH� :RUOG�%DQN�*25%,�VXUYH\�RI�����HQWHUSULVHV��0D\������
7KH�GDWD�DOVR�UHYHDOHG�WKH�FRVWV�RI�FRUUXSWLRQ�IRU�SXEOLF�ILQDQFH�DQG�SULYDWH�VHFWRU�GHYHORSPHQW�5HVSRQGHQWV� LQGLFDWHG� WKDW� WKH\� SDLG� D� ODUJH� QXPEHU� RI� EULEHV� WR� DYRLG� SD\LQJ� WD[HV�� FXVWRPVGXWLHV�� DQG�RWKHU� OLDELOLWLHV� WR� WKH� VWDWH�� ,Q�$OEDQLD� DQG�/DWYLD�� EULEHV� DFFRXQW� IRU� �� SHUFHQW� RIUHYHQXH� LQ� ILUPV� WKDW� DGPLW� WR�SD\LQJ� WKHP��ZKLOH� LQ�*HRUJLD�EULEHV� DFFRXQW� IRU� ��� SHUFHQW�RIILUPV¶� UHYHQXH�� 7KLV� FRUUHVSRQGV� FORVHO\� ZLWK� WKH� DGGLWLRQDO� WD[HV� ILUPV� DUH� ZLOOLQJ� WR� SD\� LI

7D[�DQG�ILQDQFLDO�
LQVSHFWLRQV

(QWHUSULVH�UHJLVWUDWLRQ

3KRQH�OLQH�LQVWDOODWLRQV

&RQWDFW�ZLWK�URDG�SROLFH

6WDWH�EDQNLQJ�VHUYLFHV %XLOGLQJ�SHUPLWV

3URSHUW\�UHJLVWUDWLRQ

/HDVHV�RI�VWDWH�RZQHG�
FRPPHUFLDO�UHDO�HVWDWH

%RUGHU�FURVVLQJ�DW�FXVWRPV

:DWHU�DQG�HOHFWULFLW\�
VHUYLFHV

:HLJKWV�DQG�PHDVXUHV�
LQVSHFWLRQV

)LUH�DQG�VDQLWDU\�
LQVSHFWLRQV

&OHDUDQFHV�IRU�SURFXUHPHQW�
RU�SULYDWL]DWLRQ

([SRUW�DQG�LPSRUW�SHUPLWV



�

FRUUXSWLRQ�ZHUH� HOLPLQDWHG�� � )RU� VXFK� D� VFHQDULR�� ILUPV� ZRXOG� EH� ZLOOLQJ� WR� SD\� �� SHUFHQW� RIUHYHQXH�LQ�$OEDQLD����SHUFHQW�LQ�/DWYLD��DQG����SHUFHQW�LQ�*HRUJLD��WDEOH����

7DEOH���&RUUXSWLRQ�DQG�/RVW�7D[�5HYHQXH��SHUFHQW�
,QGLFDWRU $OEDQLD *HRUJLD /DWYLD
(QWHUSULVHV�ZLOOLQJ�WR�SD\�KLJKHU�WD[HV�LIFRUUXSWLRQ�ZHUH�HOLPLQDWHG �� �� ��
$GGLWLRQDO�WD[HV�DV�D�VKDUH�RI�UHYHQXH�RI�WKRVHHQWHUSULVHV�ZLOOLQJ�WR�SD\�KLJKHU�WD[HV�LIFRUUXSWLRQ�ZHUH�HOLPLQDWHG

�� �� ��

$GGLWLRQDO�WD[HV�DV�D�VKDUH�RI�UHYHQXH�DOOHQWHUSULVHV�DUH�ZLOOLQJ�WR�SD\�LI�FRUUXSWLRQ�ZHUHHOLPLQDWHG
� �� �

6RXUFH� �����:RUOG�%DQN�VXUYH\�RI� ���� HQWHUSULVH�PDQDJHUV� LQ�/DWYLD� �/DWYLD�)DFWV��� ����PDQDJHUV� LQ*HRUJLD��*25%,���DQG�����PDQDJHUV�LQ�$OEDQLD��$&(5��
,Q�$OEDQLD��*HRUJLD��DQG�/DWYLD�WKH�SULFH�RI�REWDLQLQJ�³KLJK�UHQW´�SRVLWLRQV�LV�ZHOO�NQRZQ�DPRQJSXEOLF� RIILFLDOV� DQG� WKH� JHQHUDO� SXEOLF�� VXJJHVWLQJ� WKDW� FRUUXSWLRQ� LV� GHHSO\� LQVWLWXWLRQDOL]HG�ILJXUH� ���� +LJKHU� SULFHV� DUH� SDLG� IRU� MREV� LQ� DJHQFLHV� DQG� DFWLYLWLHV� WKDW� KRXVHKROGV� DQGHQWHUSULVHV�UHSRUW�WR�EH�WKH�PRVW�FRUUXSW��VXJJHVWLQJ�WKDW�FRUUXSW�RIILFLDOV�UDWLRQDOO\�³LQYHVW´�ZKHQEX\LQJ�WKHLU�SXEOLF�RIILFH�

)LJXUH���3XUFKDVLQJ�3XEOLF�3RVLWLRQV
6RXUFH� ����� :RUOG� %DQN� VXUYH\V� RI� ���� SXEOLF� RIILFLDOV� LQ� /DWYLD� �ZLWK� /DWYLD� )DFHV��� ���� SXEOLFRIILFLDOV�LQ�*HRUJLD��ZLWK�*25%,���DQG����SXEOLF�RIILFLDOV�LQ�$OEDQLD��ZLWK�$&(5��

� �� �� �� �� �� ��

3HUFHQWDJH�RI�SXEOLF�RIILFLDOV�EHOLHYHG�WR�KDYH�SXUFKDVHG�WKHLU�SRVLWLRQV

$OEDQLD

*HRUJLD

/DWYLD

&XVWRPV�
LQVSHFWRUV

,QYHVWLJDWRUV�DQG�
SURVHFXWRUV

2UGLQDU\�3ROLFH

-XGJHV

1DWXUDO�UHVRXUFH�
OLFHQVHUV

7D[�LQVSHFWRUV

0LQLVWHUV

/RFDO�RIILFLDOV
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,Q� DOO� WKUHH� FRXQWULHV�� WKH� GDWD� SOD\HG� D� ODUJH� UROH� LQ� VKDSLQJ� WKH� DQWL�FRUUXSWLRQ� SURJUDPV�� ,Q$OEDQLD� DQG�*HRUJLD�� WKH� GDWD�ZHUH� SUHVHQWHG� LQ�ZRUNVKRSV� WKDW�ZHUH� RSHQ� WR� DOO� EUDQFKHV� RIJRYHUQPHQW��WKH�EXVLQHVV�FRPPXQLW\��DQG�FLYLO�VRFLHW\��,Q�$OEDQLD��WKH�GDWD�GUDPDWLFDOO\�DOWHUHGWKH� SROLF\� GHEDWH��PRYLQJ� LW� IURP� YDJXH�� XQVXEVWDQWLDWHG� DFFXVDWLRQV� WR� D� SURFHVV� IRFXVHG� RQHPSLULFDO�HYLGHQFH�DQG�V\VWHPLF�ZHDNQHVVHV��,Q�DGGLWLRQ��WKH�VXUYH\�UHVXOWV�ZHUH�SULQWHG�RQ�WKHIURQW�SDJH�RI�HYHU\�PDMRU�QHZVSDSHU��,Q�*HRUJLD��WKH�LPPHGLDWH�HIIHFW�ZDV�OHVV�GUDPDWLF�EXW�VWLOOVLJQLILFDQW��,Q�/DWYLD��WKH�JRYHUQPHQW�SUHVHQWHG�WKH�EDVLF�SURJUDP�DW�D�SXEOLF�FRQIHUHQFH�LQ�-XQH������ SULRU� WR� WKH� FRPSOHWLRQ� RI� WKH� VXUYH\�� 6XEVHTXHQWO\�� WKH� GDWD� ZHUH� XVHG� WR� UHILQH� WKHSURJUDP�DQG�HVWDEOLVK�SULRULWLHV�
7KHLU� H[SHULHQFH� ZLWK� GLDJQRVWLF� VXUYH\V� KDV� UHYHDOHG� WKDW� PRYLQJ� IURP� ULJRURXV� GDWD� WRLQVWLWXWLRQDO� UHIRUPV� LV� WKH�PRVW� GLIILFXOW� VWDJH� RI� DQ� DQWL�FRUUXSWLRQ� SURJUDP��$� QDWXUDO� WHPS�WDWLRQ� IRU� D� FRXQWU\¶V� OHDGHU� LV� WR� ODXQFK� WKH� SURJUDP� E\� DVNLQJ� IRU� WKH� UHVLJQDWLRQV� RI� VHQLRURIILFLDOV�ZKR�PDQDJH�WKH�PRVW�FRUUXSW�DJHQFLHV��%XW�LQ�PDQ\�FRXQWULHV��FRUUXSWLRQ�LV�VR�SHUYDVLYHDQG�V\VWHPLF�WKDW�LW�FDQQRW�EH�DGGUHVVHG�VROHO\�E\�LQGLYLGXDOL]LQJ�WKH�SUREOHP�
8OWLPDWHO\��DQWL�FRUUXSWLRQ�HIIRUWV�VKRXOG�IRFXV�RQ�UHIRUPLQJ�SXEOLF�SROLFLHV�DQG�LQVWLWXWLRQV��ZLWKH[SOLFLW� KLJK�OHYHO� OHDGHUVKLS� DQG� FRPPLWPHQW�� 6XUYH\� GDWD� SURYLGH� D� SLFWXUH� RI� WKH� PRVWG\VIXQFWLRQDO�DFWLYLWLHV�DQG�KHQFH�SULRULWLHV�IRU� UHIRUP��%DVHG�RQ� WKH�FRXQWU\�VSHFLILF�SULRULWLHVWKDW� KDYH� HPHUJHG�� WKH� FKDOOHQJH� LV� WR� LPSOHPHQW� FUHGLEOH� UHIRUPV� LQ� HDFK� DUHD�� /DWYLD�� IRUH[DPSOH�� KDV� LQLWLDWHG� UHIRUPV� WR� UHGXFH� FRUUXSWLRQ� LQ� FXVWRPV� DQG� WD[� DGPLQLVWUDWLRQ�� %XWFKDOOHQJHV� UHPDLQ²IRU� LQVWDQFH�� ZKDW� FDQ� EH� GRQH� WR� UHIRUP� $OEDQLD¶V� WKRURXJKO\� FRUUXSWMXGLFLDO� V\VWHP�� DQG�KRZ�FDQ�GHUHJXODWLRQ�EH� LPSOHPHQWHG� LQ�*HRUJLD� DQG�/DWYLD�ZKHQ�YHVWHGLQWHUHVWV�LQ�JRYHUQPHQW�PLQLVWULHV�ZLOO�GHYLVH�ZD\V�RI�FRQWLQXLQJ�WR�H[WUDFW�UHQWV"

%XGJHW�7UDFNLQJ�6XUYH\V�LQ�8JDQGD
,Q�8JDQGD��WKH�:RUOG�%DQN�ZRUNHG�ZLWK�WKH�0LQLVWU\�RI�(GXFDWLRQ�WR�WUDFN�WKH�IORZ�RI�IXQGV�LQSXEOLF�VFKRROV��([SHQGLWXUH�WUDFNLQJ�VXUYH\V�EHJDQ�RQFH�LW�ZDV�UHDOL]HG�WKDW�SXEOLF�VSHQGLQJ�RQEDVLF�VHUYLFHV�KDG�LQFUHDVHG�VXEVWDQWLDOO\�VLQFH�WKH�ODWH�����V��ZKLOH�VHYHUDO�RXWFRPH�LQGLFDWRUVUHPDLQHG�VWDJQDQW��:RUOG�%DQN�VWUXFWXUDO�DGMXVWPHQW�SURJUDPV�VSHFLILFDOO\�VXSSRUWHG�LQFUHDVHGVSHQGLQJ� RQ� EDVLF� VHUYLFHV� DQG� FRQWDLQHG� SURYLVLRQV� WR� SURWHFW� EXGJHW� DOORFDWLRQV�� 7KH� PRVWREYLRXV� GLVSDULW\� LQ� RXWFRPH� LQGLFDWRUV� ZDV� VHHQ� LQ� SULPDU\� VFKRRO� HQUROOPHQWV�� %XGJHWDOORFDWLRQV�IRU�SULPDU\�HGXFDWLRQ�QHDUO\�WULSOHG�EHWZHHQ������DQG�������\HW�WKHUH�ZDV�KDUGO\�DQ\LQFUHDVH�LQ�RIILFLDOO\�UHSRUWHG�HQUROOPHQW�
7KH�K\SRWKHVLV�ZDV�WKDW�DFWXDO�VHUYLFH�GHOLYHU\�ZDV�PXFK�ZRUVH�WKDQ�EXGJHW�DOORFDWLRQV�ZRXOGLPSO\� EHFDXVH� SXEOLF� IXQGV� GLG� QRW� UHDFK� WKH� VFKRROV�� 5HDVRQV� IRU� VFKRROV� QRW� UHFHLYLQJ� WKHDOORFDWHG� IXQGV� FRXOG� UDQJH� IURP� FRPSHWLQJ� SULRULWLHV� DW� YDULRXV� OHYHOV� RI� JRYHUQPHQW� WRFRUUXSWLRQ� DQG�PLVXVH�RI� SXEOLF� IXQGV��%HFDXVH� ORFDO� JRYHUQPHQW� DFFRXQWV�ZHUH� QRW� JHQHUDOO\DYDLODEOH�� D� ILHOG� VXUYH\� ZDV� FDUULHG� RXW� LQ� ��� RI� 8JDQGD¶V� ��� GLVWULFWV�� FROOHFWLQJ� EXGJHWDOORFDWLRQV� DQG�DFWXDO� VSHQGLQJ� IRU����������� LQ� D� UDQGRP� VDPSOH� RI����� SXEOLF� VFKRROV��7KHVXUYH\�ZDV� GHVLJQHG� DQG� LPSOHPHQWHG� LQ� FROODERUDWLRQ�ZLWK� WKH�8JDQGDQ� JRYHUQPHQW�� D� ORFDOUHVHDUFK�FHQWHU��(FRQRPLF�3ROLF\�5HVHDUFK�&HQWUH��DQG�DQ�LQGHSHQGHQW�8JDQGDQ�FRQVXOWLQJ�ILUP�06(�&RQVXOWDQWV��
7KH�ILHOG�VXUYH\�FRQILUPHG�WKH�K\SRWKHVLV�WKDW�ZHDN�JRYHUQDQFH�DQG�ODFN�RI�DFFRXQWDELOLW\�OHDGWR�FRQVLGHUDEOH�ORVVHV�LQ�SXEOLF�IXQGV��2Q�DYHUDJH��OHVV�WKDQ����SHUFHQW�RI�WKH�IXQGV�LQWHQGHG�IRUQRQ�VDODU\� SXEOLF� VSHQGLQJ� DFWXDOO\� UHDFKHG� VFKRROV� LQ� ����±��� �ILJXUH� ���� EHFDXVH� GLVWULFWDXWKRULWLHV�NHSW�DQG�XVHG�PRVW�RI�WKH�QRQ�VDODU\�SHU�VWXGHQW�JUDQWV�PHDQW�IRU�VFKRROV��6LPLODUO\�VFKRROV�ZHUH�DOORZHG�WR�NHHS��DW�EHVW��RQO\�D� WKLUG�RI�PDQGDWRU\� WXLWLRQ�IHHV�IURP�SDUHQWV��7KHUHVW�ZHQW� WR� GLVWULFW� HGXFDWLRQ� RIILFHV�� 7KHUH�ZHUH� DOVR� ODUJH� YDULDWLRQV�� DW� WKH�PHGLDQ�� VFKRROUHWHQWLRQ�RI�ERWK�SHU�FDSLWD�JUDQWV�DQG�WXLWLRQ�IHHV�ZDV�]HUR�



�

5HODWLYH�WR�QRQ�VDODU\�H[SHQGLWXUHV��WUDFNLQJ�WHDFKHU�VDODULHV�ZDV�FRPSOLFDWHG�E\�WKH�DEVHQFH�RIGLVDJJUHJDWHG� FHQWUDO� JRYHUQPHQW� SD\� GDWD�� %XW� VDODULHV� VHHP� WR� KDYH� UHDFKHG� VFKRROV� PXFKEHWWHU�WKDQ�QRQ�ZDJH�DOORFDWLRQV²WKRXJK�ZLWK�FRQVLGHUDEOH�GHOD\��7KH�RQO\�V\VWHPDWLF�ZD\�RIPLVDSSURSULDWLQJ�VDODU\� IXQGV�ZDV� WKURXJK�³JKRVW´� WHDFKHUV�RQ� WKH�SD\UROO��3UHYLRXV� HIIRUWV�E\WKH�JRYHUQPHQW�WR�FOHDQ�XS�WKH�WHDFKHUV¶�SD\UROO�JLYH�VRPH�LGHD�RI�WKH�PDJQLWXGH�RI�WKH�OHDNDJHLQ�VDODULHV��LQ������QHDUO\����SHUFHQW�RI�WKH�JKRVW�WHDFKHUV�RQ�WKH�SD\UROO�ZHUH�UHPRYHG�
)LJXUH���$YHUDJH�*UDQW�SHU�6WXGHQW�LQ�8JDQGD

�����3ULFHV

�

���

�

���

�

���

�

���

���� ���� ���� ���� ����

5HFHLYHG�
E\�VFKRRO�
�PHDQ�

,QWHQGHG�JUDQW�
DPRXQW

8�6��GROODUV�SHU�VWXGHQW

0LQLPXP���
0HGLDQ���

0D[LPXP�����

0LQLPXP���
0HGLDQ���

0D[LPXP�����

0LQLPXP���
0HGLDQ���

0D[LPXP�����

0LQLPXP���
0HGLDQ���

0D[LPXP�����

0LQLPXP���
0HGLDQ���

0D[LPXP�����

1RWH��7KH�����±���H[FKDQJH�UDWH�ZDV�XVHG�IRU�DOO�\HDUV��0LQLPXP��PHGLDQ��DQG�PD[LPXP�UHIHUWR�IXQGV�UHFHLYHG�E\�VFKRROV�
6RXUFH��$EOR�DQG�5HLQLNND������

7KH� VXUYH\�DOVR�XQHDUWKHG�RWKHU�SUREOHPV� LQ� WKH� IXQFWLRQLQJ� RI� WKH� HGXFDWLRQ� V\VWHP��)LUVW�� LQFRQWUDVW� WR�WKH�VWDJQDWLRQ�LQ�HQUROOPHQWV�LQGLFDWHG�E\�RIILFLDOO\�UHSRUWHG�GDWD�� WKH�VFKRRO�VXUYH\IRXQG� WKDW� SULPDU\� HQUROOPHQW� DFWXDOO\� LQFUHDVHG� ��� SHUFHQW� LQ� ����±���� 6XFK� D� VWXQQLQJGLVFUHSDQF\� LQGLFDWHV� WKDW� RIILFLDO� VWDWLVWLFV� FDQQRW� DOZD\V� EH� WUXVWHG�� 6HFRQG�� DOWKRXJK� WKHJRYHUQPHQW¶V� VKDUH� RI� VSHQGLQJ� RQ� SXEOLF� SULPDU\� HGXFDWLRQ� LQFUHDVHG� RYHU� WLPH��PRVW� RI� WKHEXUGHQ� FRQWLQXHG� WR� EH�ERUQH� E\� SDUHQWV��ZKR� DFFRXQWHG� IRU� DV�PXFK� DV� ��� SHUFHQW� RI� VFKRROVSHQGLQJ�LQ������DQG����SHUFHQW�LQ�������'HVSLWH�KLJKHU�SXEOLF�VSHQGLQJ��SDUHQWV¶�FRQWULEXWLRQVFRQWLQXHG�WR�LQFUHDVH�LQ�UHDO�WHUPV�RYHU�WKH�VXUYH\�SHULRG�
2QFH� WKH�VXUYH\�UHVXOWV�ZHUH�UHOHDVHG� LQ������� WKH�JRYHUQPHQW� UHVSRQGHG�DFWLYHO\� WR� WKHP��7RLQFUHDVH�WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\��IRU�H[DPSOH��WKH�QDWLRQDO�JRYHUQPHQW�UHTXLUHG�GLVWULFWVWR�UHSRUW�PRQWKO\�WUDQVIHUV�RI�SXEOLF�IXQGV�LQ�WKH�PDLQ�QHZVSDSHUV�DQG�EURDGFDVW�RQ�UDGLR��DQG�WRGLVSOD\�WUDQVIHUV�WR�SULPDU\�HGXFDWLRQ�RQ�SXEOLF�QRWLFH�ERDUGV�LQ�HDFK�VFKRRO�DQG�GLVWULFW�FHQWHU�0RUHRYHU�� WKH�JRYHUQPHQW� UHSODFHG� WKH�FHQWUDO�VXSSO\�RI�FRQVWUXFWLRQ� DQG�RWKHU�PDWHULDOV�ZLWKVFKRRO�EDVHG�SURFXUHPHQW��DQG�KDV�PDGH�DYDLODEOH�GHWDLOHG�GDWD�RQ�WHDFKHU�VDODULHV��,Q�������WKH0LQLVWU\�RI�(GXFDWLRQ�UHSOLFDWHG�WKH�VFKRRO�VXUYH\�DQG�IRXQG�PDMRU�LPSURYHPHQWV�LQ�WKH�IORZ�RIIXQGV��7KLV�H[SHULHQFH�GHPRQVWUDWHV�WKDW�GDWD�FDQ�EH�D�SRZHUIXO�WRRO�RI�FKDQJH�
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7KLV�W\SH�RI�VXUYH\�GLIIHUV�IURP�WKH�PRUH�W\SLFDO�VHUYLFH�GHOLYHU\�VXUYH\V��ZKLFK�H[DPLQH�XVHUV
HYDOXDWLRQ�RI�WKH�TXDOLW\�RI�VHUYLFHV��,QSXWV�DQG�RXWSXWV�RQ�WKH�VXSSO\�VLGH²VXFK�DV�WKH�IORZ�RISXEOLF�IXQGV�DQG�VFKRRO�HQUROOPHQW�UDWHV²DUH�OHIW�IRU�RIILFLDO�VWDWLVWLFV�RU�DGPLQLVWUDWLYH�UHFRUGV�7KH� H[SHULHQFH� LQ� 8JDQGD� VKRZV�� KRZHYHU�� WKDW� D� VXUYH\� FDQ� SURYLGH� D� XVHIXO� FKHFN� RQ� WKHVXSSO\�VLGH�RI�VHUYLFH�GHOLYHU\�ZKHQ�LQVWLWXWLRQV�SHUIRUP�SRRUO\�DQG�RIILFLDO�VWDWLVWLFV�DUH�ODFNLQJRU RI�SRRU�TXDOLW\�

&RQFOXVLRQ
7KLV�SDSHU�KDV�KLJKOLJKWHG�NH\�LVVXHV�LQ�WKH�SURFHVV�DQG�VXEVWDQFH�RI�DQWL�FRUUXSWLRQ�UHIRUP���,WKDV� VWUHVVHG� WKH� LPSRUWDQFH� RI� SROLWLFDO� OHDGHUVKLS� DQG� FRDOLWLRQ� EXLOGLQJ� WR� EXWWUHVV� UHIRUPHIIRUWV��ZKLOH� LW�KDV�RXWOLQHG�KRZ�GDWD� FDQ�SURYLGH�D�SRZHUIXO� WRRO� WR� LQGXFH� DQG� VKDSH�SROLF\FKDQJH���:KLOH�PRYLQJ�IURP�VXUYH\�UHVXOWV�WR�FRQFUHWH�SROLFLHV�UHPDLQV�D�FKDOOHQJH��WKH�FDVHV�RI$OEDQLD�� *HRUJLD�� /DWYLD�� DQG� 8JDQGD� KDYH� JLYHQ� LOOXVWUDWLRQV� RI� D� GDWD�GULYHQ� DSSURDFK� WRUHIRUP�
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