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$%675$&7�
+LVWRU\� ERRNV� DUH� IXOO� RI� VXFFHVV� VWRULHV�� � ,QWHOOHFWXDOV� DUH� LQWHUHVWHG� LQ� VXFK� VWRULHV� EHFDXVH� WKH\� DUH�
LPSRUWDQW�LQ�KXPDQ�KLVWRU\�²�WKH\�DUH�LPSRUWDQW�HVSHFLDOO\�IRU�WKRVH�ZKR�DUH�ZLOOLQJ�WR�NQRZ�PRUH�DERXW�
KRZ�ZH�KDYH� UHDFKHG� WKH� SHDN�SRLQWV� RI� KXPDQ�FLYLOL]DWLRQ�� �+LVWRU\� ERRNV�� KRZHYHU��GR� QRW� DOZD\V�
FUHGLW�LVVXHV�RI�KXPDQ�IDLOXUH�DQG�HUURU���7KH�VRFLDO�HOHPHQW�²�WKDW�LV��WKH�VHW�RI�XQGHVLUDEOH�FRQVHTXHQFHV�
RI� WKH� LPSHUIHFW� FKDUDFWHU� RI� KXPDQ� GRLQJV� ²� DUH� WKXV� OHIW� RXW� DV� LUUHOHYDQW�� � 2GGLWLHV� DQG�
ZURQJKHDGHGQHVV�� IRU� LQVWDQFH�� DUH� QRW� DW� WKH� IRUHIURQWV� RI� KXPDQ� QRWLFH�� � 7KH\� DUH� VHHQ� RQO\� DV�
SHFXOLDULWLHV�WR�EH�FRUUHFWHG�VRRQHU�RU�ODWHU���+XPDQ�IDLOXUH�DQG�HUURU�DUH�LPSRUWDQW�DV�WKH\�DUH�RIWHQ�OHIW�
XQFRUUHFWHG�LQ�WLPH���7KDW�LV�WR�VD\��ZH�NHHS�UHSHDWLQJ�WKH�VDPH�HUURUV�WKURXJK�WLPH���8QFRUUHFWHG�HUURUV�
RI�WKH�SDVW�VRPHWLPHV�JHQHUDWH�XQGHVLUDELOLW\��GLVVDWLVIDFWLRQ��DQG�GLVDSSRLQWPHQW�LQ�WKH�IXWXUH��EHFDXVH�
VXFK�HUURUV�SUHYHQW�XV� IURP�SURGXFLQJ�SUDJPDWLF� VROXWLRQV� WR�SUDFWLFDO�SUREOHPV� LQ� WKH�HFRQRP\�DQG�
VRFLHW\���7KH\�SUHYHQW�XV�IURP�UHDFKLQJ�´WKH�JHQHUDO�HTXLOLEULXP�µ��7KH\�SUHYHQW�XV�IURP�JHWWLQJ�DW�´WKH�
IXQGDPHQWDO�WUXWK�µ��7KH�ZRUOG�LV��WKHUHIRUH��QRW�WKH�EHVW�RI�DOO�SRVVLEOH�ZRUOGV���7KH�ZRUOG��XQOLNH�WKH�
SRUWUD\DOV� RI� QHR�FODVVLFDO� HFRQRPLFV� LQ� JHQHUDO� DQG� 3DXO� 6DPXHOVRQ� LQ� SDUWLFXODU�� LV� D� ZRUOG� RI�
WUDQVDFWLRQ�FRVWV��DV�5RQDOG�&RDVH�DUJXHG��LQ�WKH�IRUP�RI�KXPDQ�IDLOXUH�DQG�HUURU���&RQVHTXHQFHV�RI�VXFK�
HUURUV��ZKLFK�GR�QRW�GLVDSSHDU�HDVLO\�DQG�ZLWKRXW�FDXVLQJ�IXUWKHU�WURXEOH��PDNH�WKH�LGHD�LPSRVVLEOH�²�WKH�
LGHD� WKDW�SHUIHFWLRQ� LQ� WKH�ZRUOG�RI�KXPDQV� LV�DFKLHYDEOH�� � ,� LOOXVWUDWH� LQ� WKH�SDSHU� WKDW� WKHUH�DUH�VXFK�
HUURUV�LQ�KXPDQ�KLVWRU\�WKDW�FDXVH�SDWK�GHSHQGHQFH�LQ�WKH�HFRQRP\�DQG�VRFLHW\���0DQ\�HUURUV�LQ�WKH�SDVW��
,�DUJXH��DUH�QRW�FRUUHFWHG�²�WKH\� OLQJHU���+LVWRU\�LV�WKHUHIRUH�QRW�RQO\�D�EXQFK�RI�VXFFHVV�VWRULHV� LQ�WKH�
IRUP�RI�HIILFLHQFLHV�DQG�RSWLPL]DWLRQV���+LVWRU\�LV�DOVR�WKH�VWRULHV�RI�HUURU�²�VWRULHV�RI�SDWK�GHSHQGHQFH���
$QG�VXFK�HUURUV��WRR��VKRXOG�PDWWHU�IRU�KLVWRULFDO�HFRQRPLVWV��
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>(@YLO�� WRR�� KDV� LWV� RZQ� ¶VROLGDULW\�·� (UURU� DQG� YLFH� DUH� LQ� WKHLU� RZQ� ZD\�
FXPXODWLYH�DQG�WHQG�WR�SURGXFH�IXUWKHU�HUURU�DQG�YLFH�LQ�LQGLYLGXDOV�DV�ZHOO�
DV�LQ�QDWLRQV���7KHUH�LV�QR�DVVXUDQFH�WKDW�WKH�IRUFHV�PDNLQJ�IRU�GLVUXSWLRQ�RU�
GHWHULRUDWLRQ�PXVW� FDQFHO� HDFK� RWKHU� RXW� DQG� WKXV� EULQJ� DERXW� WKHLU� RZQ�
GHIHDW��*LQVEHUJ�������������

+LVWRU\�ERRNV�DUH�IXOO�RI�VXFFHVV�VWRULHV���,Q�WKH�VWRULHV�DUH�WKH�'XWFK�ILJKWLQJ�
ZLWK�WKH�ULVLQJ�VHDZDWHU��:ULJKW�EURWKHUV�LQYHQWLQJ�WKH�ILUVW�HQJLQHG�DLUSODQH��
1HLO�$UPVWURQJ�ODQGLQJ�RQ�WKH�PRRQ��DQG�-RKQ�/HQQRQ�VLQJLQJ�´,PDJH���µ��
+LVWRULDQV�DUH�XVHG�WR�ZULWH�VXFK�VWRULHV��DQG�UHDGHUV�GHPDQG�PRUH���7KH�
EXVLQHVV�ZRUOG�REVHVVHG�ZLWK�JUHHG�ZDQWV�WR�KHDU�VWRULHV�RI�ZLQQHUV�VXFK�DV�
%LOO�*DWHV���7KH�VWXGHQWV�RI�VRFLDO�KLVWRU\�ZRQGHULQJ�DERXW�WKH�5XVVLDQ�
5HYROXWLRQ�ORRN�IRU�WKH�VHTXHQFH�RI�HYHQWV�WKDW�OHG�WKH�5XVVLDQ�SHRSOHV�WR�
RYHUUXOH�WKH�7VDU���7KH�KLVWRULDQV�RI�VFLHQFH�ZDQW�WR�OHDUQ�KRZ�(LQVWHLQ�FDPH�
XS�ZLWK�WKH�LGHD�RI�UHODWLYLW\���,QWHOOHFWXDOV�DUH�LQWHUHVWHG�LQ�VXFFHVV�VWRULHV�
EHFDXVH�VXFK�HYHQWV�DUH�LPSRUWDQW�LQ�KXPDQ�KLVWRU\�²�DQG�WKH\�DUH�LPSRUWDQW�
HVSHFLDOO\�IRU�WKRVH�ZKR�DUH�ZLOOLQJ�WR�NQRZ�PRUH�DERXW�KRZ�ZH�KDYH�UHDFKHG�
WKH�SHDN�SRLQWV�RI�KXPDQ�FLYLOL]DWLRQ����

+LVWRU\�ERRNV��KRZHYHU��GR�QRW�DOZD\V�FUHGLW�LVVXHV�RI�KXPDQ�IDLOXUH�DQG�
HUURU���)RU�PDQ\�EHOLHYH�WKHUH�DUH�DOZD\V�GHWHFWDEOH�´UHDVRQVµ�IRU�WKH�
RFFXUUHQFH�RI�HYHU\�VLQJOH�KXPDQ�DFWLRQ�LQ�KLVWRU\�²�UHDVRQV�WKURXJK�ZKLFK�ZH�
SHUIRUP�RXU�WKRXJKWV�LQ�RUGHU�WR�´FKRRVH�PRUH�WR�OHVVµ�RU�´UHDFK�WKH�
IXQGDPHQWDO�WUXWK���µ��7KH\�EHOLHYH��IRU�LQVWDQFH��WKDW�WKH�'XWFK�DQG�WKH�
%ULWLVK�KDG�UHDVRQ�WR�LQYROYH�LQ�WKH�WXOLS�WUDGH�LQ�WKH�VHYHQWHHQWK�FHQWXU\�ZKHQ�
WKH�´WXOLS�PDQLDµ�EURNH�RXW���%XW�FDQ�VXFK�HYHQWV�QRW�EH�RWKHU�OXQDFLHV�LQ�WKH�
SDVW"��,V�WKHUH�QRW�D�SODFH�IRU�LQVDQLW\�DQG�PDGQHVV�LQ�KXPDQ�KLVWRU\"���

,Q�KLVWRU\�ERRNV��WKH�VRFLDO�HOHPHQW�²�WKDW�LV��WKH�VHW�RI�XQGHVLUDEOH�
FRQVHTXHQFHV�RI�WKH�LPSHUIHFW�FKDUDFWHU�RI�KXPDQ�GRLQJV�²�DUH�XVXDOO\�OHIW�RXW�
DV�LUUHOHYDQW���2GGLWLHV�DQG�ZURQJKHDGHGQHVV�DUH�QRW�DW�WKH�IRUHIURQWV�RI�
KXPDQ�QRWLFH���:URQJGRLQJV�DUH�VHHQ�RQO\�DV�SHFXOLDULWLHV�WR�EH�FRUUHFWHG�
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VRRQHU�RU�ODWHU���$QG�PDQ\�SHRSOH�WKLQN�WKH\�DUH�GU\�IDFWV��VR�WR�VSHDN��
NQRZOHGJH�RI�ZKLFK�VKRXOGQ·W�UHDOO\�ERWKHU�WKH�´NQRZHU�µ�LQ�'HZH\HDQ�WHUPV����

7KH�TXHVWLRQ�WR�EH�DVNHG�LV��'LG�DOO�RXU�DQFHVWRUV�GR�WKLQJV�EHWWHU"��1R��
RI�FRXUVH��WKH\�GLGQ·W���0DQ\�VRFLDO�VFLHQWLVWV�DQG�SKLORVRSKHUV�PLVWDNHQO\�
DVVXPHG�WKDW�WKHUH�ZDV�DQ�HVVHQFH�WKDW�PDGH�D�PDQ������PDOH���$�JUHDW�GHDO�
RI�HFRQRPLVWV�²�DPRQJ�WKHP�3DXO�6DPXHOVRQ�²�PLVMXGJHG�WKDW�PDUNHWV�ZRXOG�
DOZD\V�SURGXFH�HIILFLHQW�DQG�RSWLPDO�RXWFRPHV���6WDQOH\�-HYRQV�PLVFDOFXODWHG�
WKDW�VXQVSRWV�LQIOXHQFHG�FURS�\LHOG����

=LOLDN� DQG� 0F&ORVNH\� UHSRUWHG� WKDW� RI� WKH� ���� SDSHUV� SXEOLVKHG� LQ�
$PHULFDQ� (FRQRPLF� 5HYLHZ� GXULQJ� ����V� ���� GLG� QRW� GLVWLJXLVK� VWDWLVWLFDO�
VLJQLILFDQFH� IURP� HFRQRPLF� VLJQLILFDQFH�� DQG� ���� PLVXVHG� VWDWLVWLFDO�
VLJQLILFDQFH� WHVW� �=LOLDN� DQG� 0F&ORVNH\� ������� � 7KH\� FRQGXFWHG� WKH� VDPH�
VXUYH\�IRU�WKH�HPSLULFDO�SDSHUV�RI�WKH�QH[W�GHFDGH��DQG�FRQFOXGHG�WKDW�WKH�FDVH�
ZDV�QRW�JHWWLQJ�EHWWHU���(FRQRPLVWV�KDYH�VLQFH�����V�QRW�FHDVHG�WR�PDNH�WKH�
VDPH� HUURU�� � ´2I� WKH� ���� UHOHYDQW� SDSHUV� LQ� WKH� ����V�µ� ZULWH� =LOLDN� DQG�
0F&ORVNH\� �������� ´���� PLVWRRN� VWDWLVWLFDOO\� VLJQLILFDQW� FRHIILFLHQWV� IRU�
HFRQRPLFDOO\�VLJQLILFDQW�FRHIILFLHQWV��DV�DJDLQVW�����LQ�WKH�HDUOLHU�GHFDGH����,Q�
WKH�����V�����KDG�UHOLHG�H[FOXVLYHO\�RQ�VWDWLVWLFDO�VLJQLILFDQFH�DV�D�FULWHULRQ�RI�
LPSRUWDQFH�DW�LWV�ILUVW�XVH��LQ�WKH�����V�����GLG���µ�0F&ORVNH\�FRPPHQWV�RQ�
WKH� SUREOHP� RQ� KHU� UHFHQW� ERRN�� WRR�� %RXUJHRLV� 9LUWXHV�� (WKLFV� IRU� DQG� $JH� RI�
&RPPHUFH���������

7KH�VRFLRORJLFDO�TXHVWLRQ�LV�KRZ�VXFK�DQ�HUURU�FDQ�SHUVLVW���2U��UDWKHU��WKH�HFRQRPLF�
TXHVWLRQ� LV� ZK\�� EHFDXVH� VRFLRORJLVWV� KDYH� OHVV� WURXEOH� WKDQ� HFRQRPLVWV� GR� ²�
DQRWKHU�WUDLQHG� LQFDSDFLW\�²� LQ� VXSSRVLQJ�WKDW�SHRSOH�FDQ�SHUVLVW� LQ� VWXSLGLW\�\HDU�
DIWHU� \HDU�� � (FRQRPLVWV� RQ� WKH� FRQWUDU\� OLNH� WR� ZRQGHU� ZK\� VRPH� VPDUW� SHUVRQ�
GRHVQ·W�SLFN�XS�WKH�ODUJHO\�GHQRPLQDWHG�ELOO��VWDUW�D�QHZ�LQWHOOHFWXDO�ILUP��DQG�UHDS�
WKH�SURILWV�� � ,I�QXOO�K\SRWKHVLV�VLJQLILFDQFH�WHVWLQJ� LV�DV� LGLRWLF�DV�ZH�DQG� LWV�RWKHU�
FULWLFV�EHOLHYH��KRZ�KDV�LW�VXUYLYHG��0F&ORVNH\�����������"�

,QGHHG��DV�0DUN�%ODXJ�LQ�KLV�5HWURVSHFW�VWDWHG��´EXW�HTXDOO\�REYLRXVO\��LW�PXVW�EH�
LQVLVWHG��JUHDW�FKXQNV�RI�WKH�KLVWRU\�RI�HFRQRPLF�WKRXJKW�DUH�DERXW�PLVWDNHV�LQ�
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ORJLF�DQG�IDSV�LQ�DQDO\VLV�����>PLVWDNHV�ZKLFK@�SURSHOOHG�IRUZDUG�E\�WKH�GHVLUH�WR�
UHILQH��WR�LPUSRYH��WR�SHUIHFWµ��%ODXJ�������L[����<HW��ZK\�KDYH�KLVWRU\�ERRNV�VR�
ORQJ�EHHQ�VWXFN�ZLWK�WKH�VWRULHV�RI�WKH�ZLOO�WR�SHUIHFWLRQ�GHVSLWH�WKH�IDFW�WKDW�
WKLQNHUV�GR�PLVWDNH�DQG�FRPPLW�YLFH�ZKLFK�DUH�DOPRVW�QHYHU�FRUUHFWHG"��:K\��
LQ�RWKHU�ZRUGV��KDYH�ZH�VR�PXFK�EHHQ�REVHVVHG�ZLWK�WKH�VWRULHV�RI�VXFFHVV��
DQG�SDLG�OLWWOH�RU�QR�DWWHQWLRQ�WR�KXPDQ�IDLOXUH�DQG�HUURU�WKDW�FDXVH�XQGHVLUDEOH�
FRQVHTXHQFHV�IRU�WKH�IXWXUH"�

&KDUOHV�0DFND\�LQ�KLV�([WUDRUGLQDU\�3RSXODU�'HOXVLRQV�DQG�WKH�0DGQHVV�RI�
&URZGV�IRFXVHG�RQ�PDQLDV��IROOLHV��DQG�GHOXVLRQV�LQ�KXPDQ�KLVWRU\���+H�FRYHUHG�
VXFK�LVVXHV�DV�´7KH�6RXWK�6HD�%XEEOH�µ�´7KH�:LWFK�0DQLD�µ�DQG�´7KH�6ORZ�
3RLVRQHUV�µ�DERXW�ZKLFK�KH�ZURWH�LQ�������´:H�ILQG�WKDW�ZKROH�FRPPXQLWLHV�
VXGGHQO\�IL[�WKHLU�PLQGV�XSRQ�RQH�REMHFW��DQG�JR�PDG�LQ�LWV�SXUVXLW��WKDW�
PLOOLRQV�RI�SHRSOH�EHFRPH�VLPXOWDQHRXVO\�LPSUHVVHG�ZLWK�RQH�GHOXVLRQ��DQG�
UXQ�DIWHU�LW��WLOO�WKHLU�DWWHQWLRQ�LV�FDXJKW�E\�VRPH�QHZ�IROO\�PRUH�FDSWLYDWLQJ�
WKDQ�WKH�ILUVWµ��0DFND\�������[Y����0DQ\�KDYHQ·W�QRWLFHG�WKH�VWRULHV�RI�PDGQHVV�
LQ�WKH�SDVW��EXW�ZH�OLYH�E\�WKH�FRQVHTXHQFHV�RI�LGLRF\��LQVDQLW\��DQG�LURQ\�VXFK�
DV�WKRVH�WKDW�&KDUOHV�0DFND\�PHQWLRQHG�LQ�KLV�ERRN����

:K\�DUH�VXFK�HYHQWV�LPSRUWDQW"��:K\�VKRXOG�ZH�EH�LQWHUHVWHG�LQ�WKH�
KLVWRU\�RI�HUURU"��+XPDQ�HUURU�DQG�PLVWDNH�DUH�LPSRUWDQW�EHFDXVH�VRPH�RI�
WKHP�DUH�OHIW�XQFRUUHFWHG�LQ�WLPH���7KDW�LV�WR�VD\��ZH�NHHS�UHSHDWLQJ�WKH�VDPH�
HUURUV�WKURXJK�WLPH���$QG�XQFRUUHFWHG�HUURUV�RI�SDVW�VRPHWLPHV�JHQHUDWH�
GLVDSSRLQWPHQWV�DERXW�FRQFUHWH�VLWXDWLRQV�LQ�WKH�IXWXUH��EHFDXVH�VXFK�HUURUV�
SUHYHQW�XV�IURP�SURGXFLQJ�SUDJPDWLF�VROXWLRQV�WR�SUDFWLFDO�SUREOHPV�LQ�WKH�
HFRQRP\�DQG�VRFLHW\���7KH\�SUHYHQW�XV�IURP�UHDFKLQJ�´WKH�JHQHUDO�HTXLOLEULXP���
µ��7KH\�SUHYHQW�XV�IURP�JHWWLQJ�DW�´WKH�IXQGDPHQWDO�WUXWK���µ��7KH�ZRUOG�LV�QRW�
WKH�EHVW�RI�DOO�SRVVLEOH�ZRUOGV���7KH�ZRUOG��XQOLNH�WKH�SRUWUD\DOV�RI�3DXO�
6DPXHOVRQ��*HRUJH�6WLJOHU��DQG�RWKHUV�DOLNH��LV�D�ZRUOG�RI�WUDQVDFWLRQ�FRVWV��DV�
5RQDOG�&RDVH�DUJXHG��LQ�WKH�IRUP�RI�KXPDQ�HUURU�DQG�PLVWDNH���&RQVHTXHQFHV�
RI�VXFK�HUURUV�DQG�PLVWDNHV��ZKLFK�GR�QRW�GLVDSSHDU�HDVLO\�DQG�ZLWKRXW�FDXVLQJ�
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IXUWKHU�WURXEOH��PDNH�WKH�LGHD�LPSRVVLEOH�²�WKH�LGHD�WKDW�SHUIHFWLRQ�LQ�WKH�
ZRUOG�RI�KXPDQV�LV�DFKLHYDEOH����

$V�:LOOLDP�&ROHPDQ�FRUUHFWO\�SRLQWV�DW��´,QGHHG��LQVWHDG�RI�PRYLQJ�
IXUWKHU�DZD\��¶DKHDG·��IURP�WKH�SDVW��HFRQRPLF�WKRXJKW�KDV�VRPHWLPHV�PRYHG�
¶IRUZDUG�LQWR�WKH�SDVW·�DV�ROG�SUREOHPV�UHFXU��DQG�ROGHU�WKHRULHV�OLYH�DJDLQ���
7KXV�LQ�WKH�����V�VORZ�JURZWK�RI�WKH�8.�HFRQRP\�SURPRWHG�5RJHU�%DFRQ�
DQG�:DOWHU�(OWLV�WR�DGYDQFH�FODVVLFDO�JURZWK�OLNH�GLDJQRVHV�RI�WKLV�VOXJJLVKQHVV��
WRR�IHZ�SURGXFHUV���6LPLODUO\��WKH�ZDU�EHWZHHQ�SRVW�.H\QHVLDQV�DQG�
0RQHWDULVWV�LQ�WKH�VDPH�SHULRG�ZDV�UHPLQLVFHQW�RI�WKH�����V�FRQWURYHUV\�
EHWZHHQ�WKH�%DQNLQJ�6FKRRO�DQG�WKH�&XUUHQF\�6FKRROµ��&ROHPDQ���������$QG�
OLNHZLVH��WKH�6RXWK�6HD�%XEEOH�ZDV�UHSHDWHG�ZKHQ�WKH�:DOO�6WUHHW�FUDVKHG�LQ�
�������)DPLOLHV�ZHUH�WRUQ�DSDUW�DW�WKH�WLPH���3HRSOH�WXUQHG�EHJJDUV��0DFND\��
��������������&ROEHUW����������������$OFKHPLVWV�DQG�IRUWXQHWHOOHUV�DUH�VWLOO�DOLYH�
DW�WKH�SUHVHQW���7KH\�NHHS�RFFXSLHG�WKH�PLQGV�RI�PDQ\�SHRSOH�ZKR�UHDG�
DVWURORJ\�PDJD]LQHV���:H�KDYH�VR�ORQJ�IRUJRWWHQ�WKH�EXVLQHVV�RI�ZLWFKFUDIW��
EXW�ZLWFKFUDIW�UHPDLQV��DW�OHDVW��FRQFHSWXDOO\�LQ�RXU�GDLO\�OLYHV����

7KHUH�LV�D�VWURQJ�WHQGHQF\�WKDW�DIWHU�6DPXHOVRQ�QRERG\�QHHGV�$GDP�
6PLWK��%RXOGLQJ���������,Q�IDFW��LW�LV�QRW�ZLVH�WR�ORRN�XS�$GDP�6PLWK�WR�UHDG�
WKH�EHVW�WKHRU\�RI�GLYLVLRQ�RI�ODERU���6RSKLVWLFDWHG�YHUVLRQV�RI�WKH�WKHRULHV�RI�
WKH�QLQHWHHQWK�FHQWXU\�DUH�SULQWHG�LQ�PDQ\�FRQWHPSRUDU\�HFRQRPLFV�
WH[WERRNV���,W�LV�D�YLFH��KRZHYHU��WR�LJQRUH�WKH�KLVWRULFDO�SDVW�RI�HFRQRPLF�
VFLHQFH�DV�LI�WKHUH�ZHUH�D�VLQJOH�SDWK�RI�SURJUHVV�KHDGHG�DW�SHUIHFWLRQ���
(FRQRPLVWV�KDYH�LQFRUUHFWO\�DVVXPHG�WKDW�ZKDWHYHU�NQRZOHGJH�WKDW�HFRQRPLFV�
GHSDUWPHQWV�SURGXFH�ZRXOG�LPPHGLDWHO\�DGG�WR�WKH�ERG\�RI�HFRQRPLF�VFLHQFH���
6RPH�WH[WV��ZKLFK�ZHUH�QRW�FRQVLGHUHG�DV�LPSRUWDQW�DW�WKH�WLPH�WKH\�ZHUH�ILUVW�
SXEOLVKHG��FRXOG�FRPH�WR�WKH�IRUHIURQWV�RI�WKH�HFRQRPLF�WKHRU\�RQO\�\HDUV�
DIWHU�WKHLU�SXEOLFDWLRQ���&RXUQRW·V�PRGHO�RI�FRPSHWLWLRQ�DQG�:LFNVHOO·V�WKHRU\�
RI�LQIODWLRQ�DUH�DPRQJ�WKH�H[DPSOHV�VKRZLQJ�XV�WKDW�JRRG�LGHDV�DUH�VRPHWLPHV�
FRPSOHWHO\�LJQRUHG�RU�VWRRG�RXW�RI�HFRQRPLVWV·�VLJKW��&ROHPDQ����������
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,W�LV�DQ�LPSRUWDQW�IDFW�WKDW�EHFDXVH�RI�ODFN�RI�DWWHQWLRQ��VNLOO��DQG�VR�IRUWK��ZH�
DUH�GHSHQGHQW�RQ�WKH�RXWFRPH�RI�VXFK�HUURQHRXV�HYHQWV���7KH\�NHHS�
SURGXFLQJ�XQGHVLUDEOH�FRQVHTXHQFHV�IRU�WKH�IXWXUH���:H��IRU�LQVWDQFH��
VRPHWLPHV�IRUJHW�ZKDW�KDSSHQHG�LQ�WKH�SDVW��DQG�WKXV��VRFLHWLHV�FROODSVH���
&RQVHTXHQFHV�DUH�UHDOO\�GUDPDWLF���´&KDFR�&DQ\RQ�$QDVD]L�VRFLHW\�VXUYLYHG�
VHYHUDO�GURXJKWV�EHIRUH�VXFFXPELQJ�WR�D�ELJ�GURXJKW�LQ�WKH���WK�FHQWXU\�$'�µ�
ZULWHV�-DUHG�'LDPRQG�LQ�KLV�&ROODSVH��+RZ�6RFLHWLHV�&KRRVH�WR�)DLO�RU�6XFFHHG�
�������´EXW�HDUOLHU�GURXJKWV�ZKLFK�ZRXOG�WKXV�KDYH�EHHQ�XQDQWLFLSDWHG�
EHFDXVH�WKH�$QDVD]L�ODFNHG�ZULWLQJµ��'LDPRQG��������������2U�ZH�PD\�IDLO�WR�
SHUFHLYH�WKH�SUREOHP�DOWKRXJK�ZH�IDFH�LW��´*OREDO�ZDUPLQJ�WDNHV�WKH�IRUP�RI�D�
VORZ�WUHQG�FRQFHDOHG�E\�ZLGH�XS�DQG�GRZQ�IOXFWXDWLRQV���7HPSHUDWXUHV�
DURXQG�WKH�ZRUOG�KDYH�EHHQ�FDXVHG�E\�KXPDQV���+RZHYHU��LW�LV�QRW�WKH�FDVH�
WKDW�WKH�FOLPDWH�HDFK�\HDU�KDV�EHHQ�H[DFWO\��������GHJUHH�ZDUPHU�WKDQ�LQ�WKH�
SUHYLRXV�\HDUV���,QVWHDG����������������������:LWK�VXFK�ODUJH�DQG�XQSUHGLFWDEOH�
IOXFWXDWLRQV��LW�KDV�WDNHQ�D�ORQJ�WLPH�WR�GLVFHUQ�WKH�DYHUDJH�XSZDUGV�WUHQG�RI�����
���GHJUHH�SHU�\HDU�ZLWKLQ�WKDW�QRLV\�VLJQDOµ��'LDPRQG��������������0DQ\�RI�
WKRVH�HYHQWV�DUH�WKH�´KLVWRULFDO�VPDOO�HYHQWV�µ�DV�HFRQRPLVWV�VXFK�DV�%ULDQ�
$UWKXU��������HVSHFLDOO\�FKDSWHU�,,��KDYH�FRPH�WR�NQRZ�WKHP��ZKLFK�KDYH�
JHQHUDWHG�FHUWDLQ�SDWKV�LQWR�ZKLFK�RXU�FLYLOL]DWLRQ�WRGD\�LV�ORFNHG���7KH\�DUH�
WKH�HYHQWV�WKDW�KDYH�FDXVHG�WKH�LQVWLWXWLRQV�WR�HYROYH�GHSHQGHQWO\�RQ�D�SDWK����

+LVWRULFDO�SHUVSHFWLYHV�LQ�WKH�HFRQRPLF�VFLHQFH�WKDW�SDWK�GHSHQGHQFH�
HQGRUVHV�DUH�WKH�WRROV�WR�VROYH�WKH�SUREOHPV�WKDW�VXFK�WUDGLWLRQDO�PHWKRGV�DV�
RSWLPL]DWLRQ�DQG�HIILFLHQF\�FDQQRW�VROYH���2U��VR�LW�KDV�EHHQ�FRQFHLYHG���$Q�
LQFRUUHFW�EXW�ZLGHO\�DFFHSWHG�YLHZ�LQ�WKH�GHEDWH�RQ�WKH�SDWK�GHSHQGHQFH�RI�
VRFLDO�LQVWLWXWLRQV�LV�WKDW�SDWK�GHSHQGHQFH�LV�D�FRQVHTXHQFH�RI�LQHIILFLHQF\�DQG�
VXE�RSWLPDOLW\�LQ�WKH�HFRQRP\�DQG�VRFLHW\���3DWK�GHSHQGHQFH��WKH�HVWDEOLVKHG�
YLHZ�PDLQWDLQV��LV�WKH�FRQVHTXHQFH�RI�LQHIILFLHQW�FDOFXODWLRQV�RI�HQJLQHHUV�
ZKLOH�EXLOGLQJ�D�EULGJH���,W�LV�WKH�FRQVHTXHQFH�RI�WKH�VXE�RSWLPDO�GHFLVLRQV�RI�
WKH�EX\HUV�LQ�WKH�PDUNHW�RI�PHFKDQLFDO�NH\ERDUGV�RU�RSHUDWLQJ�V\VWHPV���,W�LV�
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DOZD\V�EHFDXVH�RI�WKH�PLVFDOFXODWLRQ�RI�LQGLYLGXDOV�LQ�WKH�SDVW��ZKLFK�UHVXOW�LQ�
XQGHVLUDEOH�DQG�XQGHUDFKLHYLQJ�FRQVHTXHQFHV�WRGD\���%XW�LV�LW�LQ�IDFW�VR"��$UH�
HIILFLHQF\�DQG�RSWLPDOLW\�DOZD\V�WKH�FDXVHV�IRU�SDWK�GHSHQGHQFH�LQ�WKH�
HFRQRP\�DQG�VRFLHW\"�2U��DUH�WKHUH�RWKHU�VRFLRORJLFDO�UHDVRQV�VXFK�DV�
SHUVLVWDQFH�RI�HUURU�DQG�VWXSLGLW\"�

3DWK�GHSHQGHQFH�LV�DERXW�KLVWRULFDO�VPDOO�HYHQWV�WKDW�FDXVH�
XQGHVLUDELOLW\�WRGD\��EXW�LW�LVQ·W�QHFHVVDULO\�D�FRQVHTXHQFH��RU�FDXVH��RI�
LQHIILFLHQF\�DQG�VXE�RSWLPDOLW\����

+HUEHUW�6LPRQ�HDUO\�LQ������DUJXHG�WKDW�´HYLGHQWO\��RUJDQLVPV�DGDSW�ZHOO�
HQRXJK�WR�¶VDWLVILFH·��WKH\�GR�QRW��LQ�JHQHUDO��¶RSWLPL]H·µ��6LPRQ���������6LPRQ�
WKRXJKW��DV�-DFN�9URPHQ�ZULWHV��WKDW�WKH�RXWFRPH�RI�VDWLVILFLQJ�EHKDYLRU�ZLOO�
QRW�EH�LGHQWLFDO�WR�WKH�SHUIHFW�RXWFRPH�RI�RSWLPL]LQJ�EHKDYLRUµ��9URPHQ�
�������������,QGHHG��VDWLVILFLQJ�GRHV�QRW�QHFHVVDULO\�PHDQ�SHUIHFWLRQ�RI�WKH�
RXWFRPHV�RI�WKH�FKRLFHV�²�MXVW�DV�SDWK�GHSHQGHQFH�GRHV�QRW�QHFHVVDULO\�PHDQ�
HIILFLHQF\�RU�VXE�RSWLPDOLW\�RI�WKH�RXWFRPH�RI�WKH�FKRLFHV���:KDW�PDNHV�WKH�
WZR�QRWLRQV�²�WKDW�LV�VDWLVILFLQJ�DQG�SDWK�GHSHQGHQFH�²�UHVHPEOH�HDFK�RWKHU�LV�
WKDW�SHUIHFW�RXWFRPHV�FDQ�VRPHWLPHV�QRW�EH�DFKLHYHG���'HVSLWH�WKH�GLIIHUHQFHV��
,�WKLQN��ERWK�SRLQW�RXW�WKDW�SHUIHFWLRQ�LV�QRW�DOZD\V�DFKLHYDEOH�E\�PHDQV�RI�
RSWLPL]DWLRQ��LQHIILFLHQF\�GRHV�QRW�LPSO\�RXWFRPHV�WKDW�DUH�QRW�VDWLVILFLQJ���
7KH�HTXDWLRQ�JRHV�WKXV��SDWK�GHSHQGHQFH�DJDLQVW�SHUIHFWLRQ�DJDLQVW�VDWLVILFLQJ����

&RQVLGHU�QRZ�DQ�HQJLQHHU�ZRUNLQJ�RQ�WKH�SURMHFW�RI�EXLOGLQJ�D�EULGJH�WKDW�
ZRXOG�PDNH�WKH�WUDIILF�IORZ�PRUH�VPRRWKO\�LQ�WKH�7XUNLVK�FDSLWDO�FLW\�RI�
$QNDUD���7KH�REMHFWLYH�IXQFWLRQ�RI�WKH�HQJLQHHU�LV�WR�FRPSOHWH�WKH�SURMHFW�
ZKLOH�NHHSLQJ�WKH�FRVWV�DW�D�PLQLPXP�DQG�KHOSLQJ�WKH�EULGJH�IXQFWLRQ�DW�D�
PD[LPXP�OHYHO���,Q�RUGHU�WR�DFKLHYH�WKH�REMHFWLYH��WKH�HQJLQHHU�ZRXOG�XVH�
HYHU\�RSSRUWXQLW\�WR�ORZHU�WKH�FRVWV�DQG�LQFUHDVH�WKH�IXQFWLRQDOLW\�RI�WKH�
EULGJH���7KH�HQJLQHHU�LV�LQWHUHVWHG�LQ�HIILFLHQF\�DW�HYHU\�VLQJOH�VWHS�RI�WKH�
FRQVWUXFWLRQ�LQ�WKH�ILUVW�SODFH��SULPDULO\�EHFDXVH�ZKDW�PDWWHUV�IRU�KLP�LV�WR�
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EULQJ�WKH�DEVWUDFW�HTXDWLRQ�RI�RSWLPL]DWLRQ�LQWR�OLIH��WKHUHIRUH�ILQG�D�ZRUNLQJ�
VROXWLRQ�WR�WKH�FRQFUHWH�SUREOHP�RI�WKH�WUDIILF�LQ�GRZQWRZQ����

7UXH��HIILFLHQF\�DQG�RSWLPL]DWLRQ�DUH�LPSRUWDQW�IRU�HQJLQHHUV�LQ�PRVW�
FDVHV��EHFDXVH�LQHIILFLHQF\�DQG�VXE�RSWLPDOLW\�VRPHWLPHV�SUHYHQW�XV�IURP�
DFKLHYLQJ�WKH�WDVN���(QJLQHHUV�ZHUH�FRUUHFW��IRU�LQVWDQFH��ZKHQ�WKH\�FDUHG�
DERXW�DFKLHYLQJ�HIILFLHQF\�ZKLOH�EXLOGLQJ�$�����DLUSODQHV�LQ�RUGHU�QRW�WR�FDXVH�
GLVVDWLVIDFWLRQ�IRU�WKH�SDVVHQJHUV�WR�IO\�ZLWK�WKHP���,QGHHG��XVLQJ�LQSXWV�VXFK�
DV�FRQFUHWH�RU�VWHHO�PRUH�RU�OHVV�WKDQ�QHFHVVDU\�FDQ�PDNH�WKH�IRXQGDWLRQV�RI�
WKH�EULGJH�YXOQHUDEOH���<HW�WUDGLWLRQDO�PHWKRGV�KDYH�OLPLWDWLRQV�LQ�VRPH�FDVHV�
DQ\ZD\���7KHUH�DUH�VXFK�FDVHV�ZKHUH�VRSKLVWLFDWHG�FDOFXODWLRQV�RI�HIILFLHQF\�
DQG�RSWLPL]DWLRQ�DUH�LPSRVVLEOH���:KHQ�WKHUH�DUH�LQFUHDVLQJ�UHWXUQV��IRU�
LQVWDQFH��RQ�ZKLFK�3DXO�'DYLG�DQG�%ULDQ�$UWKXU�KDYH�H[WHQVLYHO\�ZULWWHQ��WKH�
JRDO�RI�HIILFLHQF\�DQG�RSWLPL]DWLRQ�SOD\V�D�VHFRQGDU\�UROH��LI�DQ\���<RX�PD\�
FRPSODLQ�DERXW�WKH�´LQHIILFLHQF\µ�RI�:LQGRZV�RSHUDWLQJ�V\VWHPV��EXW�LW�
GRHVQ·W�QHFHVVDULO\�PDNH�\RX�DEOH�WR�XVH�RWKHU�RSHUDWLQJ�V\VWHPV���<RX�KDYH�WR�
NHHS�XVLQJ�:LQGRZV�RSHUDWLQJ�V\VWHPV�LQ�RUGHU�WR�VDIHO\�FRQQHFW�\RXU�
EXVLQHVV�QHWZRUN�WR�RWKHU�QHWZRUNV�DQG�UXQ�VXFK�DSSOLFDWLRQ�SURJUDPV�DV�
,QWHUQHW�([SORUHU�RU�0LFURVRIW�:RUG�ZLWKRXW�SUREOHPV���2U��\RX�ZDQW�WR�
FKDQJH�\RXU�ROG�H[SHQVLYH�PRELOH�VHUYLFH�SURYLGHU��EXW�LW�PD\�QRW�EH�VR�VPDUW�
D�PRYH�DIWHU�DOO�EHFDXVH�\RX�PD\�KDYH�EHHQ�XVLQJ�WKH�VDPH�SKRQH�QXPEHU�IRU�
\HDUV�DQG�\RXU�IULHQGV�DQG�FROOHDJXHV�PD\�KDYH�NQRZQ�\RX�ZLWK�WKH�VDPH�
QXPEHU�VLQFH�\RX�KDG�\RXU�ILUVW�PRELOH�\HDUV�DJR����

7KH�SRLQW�KHUH�LV�WKH�IROORZLQJ��:KHQ�WKHUH�DUH�´LQFUHDVLQJ�UHWXUQVµ�RU�
´QHWZRUN�HFRQRPLHVµ�LQ�WKH�HFRQRP\�DQG�VRFLHW\��VXFK�DV�LQ�NQRZOHGJH�EDVHG�
LQGXVWULHV��WKH�EHVW�VWUDWHJ\�IRU�LQGLYLGXDOV�LV�WR�NHHS�DZD\�IURP�GRLQJ�HUURUV�
ZKLOH�WDNLQJ�DQ�DFWLRQ�²�QRW�QHFHVVDULO\�DFKLHYLQJ�HIILFLHQF\�DQG�RSWLPDOLW\�
EHFDXVH��DV�$UWKXU�ZULWHV���

<RX�FDQQRW�RSWLPL]H�LQ�WKH�FDVLQR�RI�LQFUHDVLQJ�UHWXUQV�JDPHV���<RX�FDQ�EH�VPDUW���
<RX�FDQ�EH�FXQQLQJ�� �<RX�FDQ�SRVLWLRQ�� �<RX�FDQ�REVHUYH�� �%XW�ZKHQ�WKH�JDPHV�
WKHPVHOYHV� DUH� QRW� HYHQ� IXOO\� GHILQHG�� \RX� FDQQRW� RSWLPL]H�� �:KDW� \RX� FDQ� GR� LV�
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DGDSW���$GDSWDWLRQ��LQ�WKH�SURDFWLYH�VHQVH��PHDQV�ZDWFKLQJ�IRU�WKH�QH[W�ZDYH�WKDW�LV�
FRPLQJ��ILJXULQJ�RXW�ZKDW� VKDSH� LW�ZLOO� WDNH��DQG�SRVLWLRQLQJ�WKH�FRPSDQ\�WR�WDNH�
DGYDQWDJH� RI� LW�� � $GDSWDWLRQ� LV� ZKDW� GULYHV� LQFUHDVLQJ�UHWXUQV� EXVLQHVVHV�� QRW�
RSWLPL]DWLRQ��$UWKXU����������

<RX�DYRLG��LQ�RWKHU�ZRUGV��V\VWHPDWLF�PLVWDNHV�²�WKDW�LV��\RX�WU\�QRW�WR�UHSHDW�
WKH�VDPH�PLVWDNH�IRU�DQRWKHU�WLPH���$QG�\RX�HVSHFLDOO\�WU\�WR�VWHHU�FOHDU�RI�
HUURUV�WKDW�RFFXU�DV�D�FRQVHTXHQFH�RI�LGLRF\��GHOXVLRQ��DQG�ZURQJKHDGHGQHVV���
<RX�ZDQW�WR�NHHS�\RXUVHOI�DZD\�IURP�VXFK�HUURUV�EHFDXVH�\RX�KDYH�WR�
PDLQWDLQ�\RXU�OHYHO�RI�LQGLYLGXDO�VDWLVIDFWLRQ�DW�D�PD[LPXP�²�DQG�D�PD[LPXP�
PD\�ZHOO�EH�IDU�DZD\�IURP�WKH�PD[LPXP�WKDW�\RX�FDQ�UHDFK�E\�XVLQJ�DEVWUDFW�
HTXDWLRQ�RI�RSWLPL]DWLRQ�RQ�EODFNERDUG���(IILFLHQF\�DQG�RSWLPL]DWLRQ�SOD\�D�
VHFRQGDU\�UROH�LQ�KHUH�VLQFH�\RX�PD\�QRW�DOZD\V�KDYH�WKH�FKDQFH�WR�PDNH�WKH�
EHVW�PRYH���7KDW�LV�WR�VD\��\RX�PD\�QRW�EH�DEOH�WR�VZLWFK�WR�RWKHU�RSHUDWLQJ�
V\VWHPV�WKDQ�:LQGRZV��RU�\RX�PD\�QRW�ZDQW�WR�FKDQJH�\RX�PRELOH�VHUYLFH�
SURYLGHU�DV�IUHHO\�DQG�NQRZLQJO\�DV�DQ�HQJLQHHU�FDQ�LQFUHDVH�RU�GHFUHDVH�WKH�
DPRXQW�RI�FRQFUHWH�DQG�VWHHO�ZKLOH�EXLOGLQJ�D�EULGJH���,I�\RX�VZLWFK�WR�DQRWKHU�
RSHUDWLQJ�V\VWHP�RU�VHUYLFH�SURYLGHU��\RX�PD\�KDYH�WDNHQ�DQ�HUURQHRXV�DFWLRQ���
)RU�\RX�GRQ·W�ZDQW�WR�EH�XQDEOH�WR�RSHQ�WKH�LPSRUWDQW�ILOHV�RI�\RXU�EXVLQHVV�
FRPSDQ\��DOO�RI�ZKLFK�DUH�ZULWWHQ�LQ�0LFURVRIW�:RUG�DQG�\RX�GRQ·W�ZDQW�WR�
ORVH�WKH�FRQWDFW�ZLWK�\RXU�IULHQGV�DQG�FROOHDJXHV����

(IILFLHQF\�DQG�RSWLPDOLW\��WKHUHIRUH��LQ�VSHFLILF�FDVHV��DUH�QRW�VXIILFLHQW�IRU�
HFRQRPLVWV�DQG�HQJLQHHUV�WR�IHHO�VDWLVILHG�DERXW�WKH�WDVN�WKDW�WKH\�ZDQW�WR�
DFFRPSOLVK���6WUDWHJ\�FKRLFH�RI�LQGLYLGXDOV�HQWLUHO\�GHSHQGV�RQ�WKH�WDVN���7KH�
JRDO�RI�KXPDQ�DFWLRQ�PD\�VRPHWLPHV�EH�WR�EXLOG�D�EULGJH�WR�PDNH�WKH�WUDIILF�
IORZ�EHWWHU�DQG�VRPHWLPHV�XVH�DQ�DSSOLFDWLRQ�SURJUDP�ZLWKRXW�UXQQLQJ�LQWR�
WURXEOH���7KH�SODFH�RI�HIILFLHQF\�DQG�RSWLPDOLW\�LQ�WKH�GHEDWH�PD\�FRPSOHWHO\�
EH�LUUHOHYDQW��EHFDXVH�WKH�LQGLYLGXDO�PD\�QRW�EH�LQ�D�VLWXDWLRQ�WR�PDNH�D�FKRLFH�
RQO\�ZLWK�UHJDUGV�WR�WKH�YDULDEOHV�RI�PDUJLQDO�FDOFXODWLRQV��EHFDXVH�WKHUH�PD\�
EH�RWKHU�YDULDEOHV�WKDW�VKH�FDQQRW�FKDQJH�²�DQG��EHFDXVH��WRR��´VPDOO�HYHQWVµ�
LQ�WKH�SDVW�PD\�FDXVH�´ELJµ�FRQVHTXHQFHV�IRU�WKH�IXWXUH���,Q�VXFK�DQ�
HQYLURQPHQW��ZKDW�PDWWHUV�LV�ZKHWKHU�D�SUDFWLFDO�SUREOHP�LV�VROYHG�DQG�
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ZKHWKHU�D�ZRUNLQJ�VROXWLRQ�LV�SURGXFHG���7KH�LVVXHV�RI�GHVLUDELOLW\�DQG�
VDWLVIDFWLRQ�DUH�ZKDW�HFRQRPLVWV�DQG�HQJLQHHUV�VKRXOG�UDWKHU�FRQFHUQ�DERXW����

$UURJDQFH�RI�HFRQRPLVWV�DQG�KLVWRULDQV�

$�YHU\�LPSRUWDQW�SRLQW�KHUH��KRZHYHU��LV�QHYHUWKHOHVV�WKDW�GLVDSSRLQWPHQWV�GR�
QRW�DOZD\V�RFFXU�EHFDXVH�RI�´KLVWRULFDO�VPDOO�HYHQWV���µ�´%LJ�HYHQWV�µ�WRR��FDXVH�
GLVDSSRLQWPHQWV�LQ�WKH�IRUP�RI�LQHIILFLHQFLHV�DQG�VXE�RSWLPDOLWLHV���,W�LV�QRW�D�
VXUSULVH�WR�NQRZ�KRZ�VRPH�VRFLHWLHV�FROODSVH��LW�LV�VLPSO\�EHFDXVH�²�\HV�²�WKH\�
FDQQRW�RSWLPL]H���:H�ZHUH�WROG��IRU�LQVWDQFH��WKDW�WKH�*HUPDQ�GHIHDWHG�WKH�
)UHQFK�LQ�WKH�::,,�EHFDXVH�RI�WKH�IDLOXUH�RI�WKH�)UHQFK�PLOLWDU\�SUHSHUDWLRQV���
-DUHG�'LDPRQG�WHOOV�WKH�VWRU\���

$IWHU�WKH�KRUULEOH�EORRGEDWK�RI�::���)UDQFH� UHFRJQL]HG� LWV�YLWDO�QHHG�WR�SURWHFW�
LWVHOI�DJDLQVW�WKH�SRVVLELOLW\�RI�DQRWKHU�*HUPDQ�LQYDVLRQ���8QIRUWXQDWHO\L�WKH�)UHQFK�
DUP\�VWDII�DVVXPHG�WKDW�D�QH[W�ZDU�ZRXOG�EH�IRXJKW�VLPLODUO\�WR�::���LQ�ZKLFK�WKH�
:HVWHUQ�)URQW�EHWZHHQ�)UDQFH�DQG�*HUPDQ\�KDG�UHPDLQHG� ORFNHG� LQ� VWDWLF� WUHQFK�
ZDUIDUH� IRU� IRXU� \HDUV�� � 'HIHQVLYH� LQIDQWU\� IRUFHV� IRUWLILHG� WUHQFKHV� WKDW� KDG�
GHSOR\HG�WKH�QHZO\�LQYHQWHG�WDQNV�RQO\�LQGLYLGXDOO\�DQG�MXVW�LQ�VXSSRUW�RI�DWWDFNLQJ�
LQIDQWU\���+HQFH�)UDQFH�FRQVWUXFWHG�DQ�HYHQ�PRUH�HODERUDWH�DQG�H[SHQVLYH�V\VWHP�
RI� IRUWLILFDWLRQV�� DV�0DJLQRI� /LQH�� WR� JXDUG� LWV� HDVWHUQ� IURQWLHU� DJDLQVW�*HUPDQ\���
%XW�WKH�*HUPDQ�DUP\�VWDII�KDYLQJ�EHHQ�GHIHDWHG�LQ�::���UHFRJQL]HG�WKH�QHHG�IRU�
D� GLIIHUHQW� VWUDWHJ\�� � ,W� XVHG� WDQNV� UDWKHU� WKDQ� LQIDQWLQJ� WR� VSHDUKHDG� LWV� DWWDFNV��
PDVVHG� WKH� WDQNV� LQWR� DUPRUHG� GLYLVLRQV�� E\SDVVHG� WKH� 0DJLQRW� /LQH� WKURXJK�
IRUHVWHG� WHUUDLQ� SUHYLRXVO\� FRQVLGHUHG� XQVXLWDEOH� IRU� WDQNV�� DQG� WKHUHE\� GHIHDWHG�
)UDQFH�JHQHUDOV�PDGH�D�FRPPRQ�PLVWDNH��JHQHUDOV�RIWHQ�SODQ�IRU�D�FRPLQJ�ZDU�DV�LI�
LW� ZLOO� EH� OLNH� WKH� SUHYLRXV� ZDU�� HVSHFLDOO\� LI� WKDW� SUHYLRXV� ZDU� ZDV� YLFWRULRXVµ�
�'LDPRQG���������������

/LNHZLVH��SHRSOH�IDLO�LQ�WKHLU�OLYHV�EHFDXVH�WKH\�GR�EDG�PDUULDJHV���7KH\�
VRPHWLPHV�FKRRVH�ZURQJ�VFKRROV���3ROLWLFLDQV�OLH���8QGHUJUDGXDWH�VWXGHQWV�DW�
HFRQRPLFV�GHSDUWPHQWV�IDLO�WKHLU�H[DPV�EHFDXVH�WKH\�PLVFDOFXODWH�WKH�PDUJLQDO�
UHYHQXH�RI�HFRQRPLF�DJHQWV�LQ�WKH�SURSRVHG�TXHVWLRQ��DQG�VR�IRUWK����

7KH�SUREOHP�LV�WKH�IROORZLQJ��(FRQRPLVWV�DQG�KLVWRULDQV�VRPHWLPHV�
DUURJDQWO\�FODLP�WKDW�DOO�GLVDSSRLQWPHQWV�WRGD\�DUH�RQO\�EHFDXVH�SHRSOH�LQ�WKH�
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SDVW�GLGQ·W�ZRUN�WKLQJV�RXW�HIILFLHQWO\���7KH\�VD\�HFRQRPLF�DJHQWV�LQ�WKH�SDVW�
GLGQ·W�RSWLPL]H�ZHOO��DQG�XQGHVLUDEOH�FRQVHTXHQFHV�KDYH�WKXV�RFFXUUHG���%XW�
WKLV�LV�ZURQJ�EHFDXVH��DV�WKH�H[DPSOHV�RI�SDWK�GHSHQGHQFH�VXJJHVWV��
VRPHWLPHV�HYHQ�ZKHQ�WKH�DJHQWV�ZRUN�WKLQJV�RXW�HIILFLHQWO\�DQG�RSWLPL]H�WKH�
FRQVWUDLQWV�ZHOO��WKH\�VWLOO�KDYH�XQGHVLUDEOH�FRQVHTXHQFHV�IRU�WKH�IXWXUH�DV�DQ�
RXWFRPH���$UURJDQW�WUHDWPHQWV�RI�PDQ\�HFRQRPLVWV�DQG�KLVWRULDQV�DUH�XQGXH�
DV�WKH\�DUH�OLNH�DFFXVLQJ�ZRPHQ�IRU�ZHDULQJ�VNLUWV��RU�DFFXVLQJ�0XVOLPV�IRU�
JRLQJ�WR�PRVTXHV���7UXH��DV�,�DUJXHG�DERYH��WKHUH�LV�D�JUHDW�VFRUH�RI�KLVWRULFDO�
FDVHV�ZKHUH�HIILFLHQF\�GRHVQ·W�JXLGH�WKH�LQVWLWXWLRQDO�FKRLFH�DW�DOO���%XW�
QHYHUWKHOHVV�SDVW�JHQHUDWLRQV��WR�P\�YLHZ��FDQQRW�EH�DFFXVHG�RQ�WKH�EDVLV�WKDW�
WKH�IDLOXUH�WRGD\�LV�RQO\�EHFDXVH�SDVW�JHQHUDWLRQV�FRXOGQ·W�PHHW�WKH�
UHTXLUHPHQWV�RI�HIILFLHQF\�DQG�RSWLPDOLW\���7KH�SRLQW�UHJDUGLQJ�SDWK�
GHSHQGHQFH�LV�UDWKHU�WKDW�WKHUH�DUH�PDQ\�KLVWRULFDO�VPDOO�HYHQWV�LQ�WKH�FRXUVH�
RI�LQVWLWXWLRQDO�HYROXWLRQ��FDXVLQJ�IDLOXUH�DQG�WKXV�GLVVDWLVIDFWLRQ�LQ�WKH�
HFRQRP\�DQG�VRFLHW\���7KH�UROH�RI�VXFK�HYHQWV�KDV�QRWKLQJ�WR�GR�ZLWK�
LQGLYLGXDOV·�FDOFXODWLRQV�DV�WR�DFKLHYH�HIILFLHQF\�DQG�RSWLPDOLW\���

-DUHG�'LDPRQG�LQ�KLV�*XQV��*HUPV��DQG�6WHHO�VSHDNV�RI�FRQWLQJHQW�
JHRJUDSKLFDO�DQG�ELR�JHRJUDSKLFDO�IDFWRUV�²�VXFK�DV�´FRQWLQHQWV·�GLIIHUHQW�
DUHDV��D[HV��DQG�VXLWHV�ZLOG�SODQW�DQG�DQLPDO�VSHFLHVµ�²�DV�PDMRU�HYHQWV��WKDW�LV�
´VPDOO�HYHQWVµ��DIIHFWLQJ�WKH�SURVSHFWV�RI�VRFLHWLHV�RQ�HDUWK�LQ�WKH�ODVW��������
\HDUV���´7KH�UHPDLQLQJ�IDFWRU�EHKLQG�$IULFD·V�VORZHU�UDWH�RI�SRVW�3OHLVWRFHQH�
GHYHORSPHQW�FRPSDUHG�ZLWK�(XUDVLD·V�LV�WKH�GLIIHUHQW�RULHQWDWLRQ�RI�WKH�PDLQ�
D[HV�RI�WKHVH�FRQWLQHQWV�µ�ZULWHV�'LDPRQG��

/LNH�WKDW�RI�WKH�$PHULFDV��$IULFD·V�PDMRU�D[LV� LV�QRUWK�VRXWK��ZKHUHDV�(XUDVLD·V� LV�
HDVW�ZHVW�� �$V�RQH�PRYHV�DORQJ�DV�QRUWK�VRXWK�D[LV��RQH�WUDYHUVHV� ]RQHV�GLIIHULQJ�
JUHDWO\� LQ�FOLPDWH��KDELWDW�� UDLQIDOO��GD\� OHQJWK��DQG�GLVHDVHV�RI�FRUSV�DQG� OLYHVWRFN���
+HQFH�FRUSV�DQG�DQLPDOV�GRPHVWLFDWHG�RU�DFTXLUHG�LQ�RQH�SDUW�RI�$IULFD�KDG�JUHDW�
GLIILFXOW\� LQ�PRYLQJ� WR� RWKHU�SDUWV�� � ,Q� FRQWUDVW�� FRUSV� DQG�DQLPDOV�PRYHG� HDVLO\�
EHWZHHQ�(XUDVLDQ� VRFLHWLHV� WKRXVDQGV�RI�PLOHV� DSDUW�EXW� DW� WKH� VDPH� ODWLWXGH� DQG�
VKDULQJ�VLPLODU�FOLPDWHV�DQG�GD\�OHQJWKV��'LDPRQG�������������



� ���

.HQQHWK�$UURZ��LQ�D�VLPLODU�IDVKLRQ��KDV�UHSRUWHG��UHO\LQJ�RQ�WKH�'XWFK�
KLVWRULDQ�3LHWHU�*H\O·V�7KH�1HWKHUODQGV�LQ�WKH�6HYHQWHHQWK�&HQWXU\��������������WKDW�
EH\RQG�WKH�PRWLYDWLRQV�WKDW�FDXVHG�WKH�VHSDUDWLRQ�RI�WKH�1HWKHUODQGV�IURP�
%HOJLXP�ZDV�WKH�FRQWLQJHQW�DQG�DFFLGHQWDO�VHW�RI�HYHQWV�WKDW�KDG�JLYHQ�JUHDW�
DGYDQWDJHV�WKH�3URWHVWDQWV�LQ�WKH�1RUWK�RI�ORZ�FRXQWULHV�DJDLQVW�WKH�
VRYHUHLJQWK�RI�WKH�6SDQLVK�UXOHV�EHFDXVH�´WKH�FRQYROXWHG�VHD�FRVWV�LQ�WKH�
1RUWK�SURYLGHG�JUHDW�UHIXJH�IRU�WKH�UHEHOV���µ�

$V� WKH� 6SDQLVK� UHJDLQ� FRQWURO� LQ� WKH� 6RXWK�� 3URWHVWDQW� UHIXJHHV� IOHG� WR� 1RUWK��
FKDQJLQJ� WKH� UHOLJLRXV� EDODQFH�� � ,W� ZDV� WKHUHIRUH� EHFDXVH� RI� JHRJUDSK\� WKDW� WKH�
1RUWK� EHFDPH� WKH� VXFFHVVIXO� SRLQW� RI� UHVLVWDQFH� DQG� DOVR� WKH� FHQWHU� RI�
3URWHVWDQWLVP�� WR� WKH�SRLQW� WKDW�ZKHQ� LQGHSHQGHQFH�ZDV� FHGHG� WR� WKH�1RUWK�� WKH�
WZR�DUHDV�EHFDPH�LQFUHDVLQJ�GLYHUJHQW� LQ�UHOLJLRQ�DQG�RWKHU� VRFLDO�DWWLWXGHV�� �7ZR�
KXQGUHG�\HDUV�ODWHU��WKH�XQLW\�RI�WKH�1HWKHUODQGV�ZDV�UHHVWDEOLVKHG�E\�WKH�GHFLVLRQ�
RI�WKH�YLFWRUV�RYHU�1DSROHRQ�EXW�FRXOG�QRW�EH�PDLQWDLQHG�ZLWK�VXFK�GLYHUJHQFH�RI�
UHOLJLRQ�DQG�RI�QDWLRQDO�VHQWLPHQW��$UURZ��������

7KH�GLIIHUHQFH�WKDW�KLVWRULFDO�VPDOO�HYHQWV�PDNH�LQ�WKH�HYROXWLRQ�RI�KXPDQ�
LQVWLWXWLRQV�LV�WKDW�WKHUH�LV�QR�VLQJOH�VFLHQWLILF�H[SODQDWLRQ�WKDW�ILWV�WR�HYHU\�
VLQJOH�VLWXDWLRQ�ZKHQ�WKH\�DUH�LQ�RUGHU���$V�KLVWRULFDO�VPDOO�HYHQWV�SOD\�
VLJQLILFDQW�UROHV�LQ�KLVWRU\��´H[SODQDWLRQVµ�DERXW�WKH�HYROXWLRQ�RI�HFRQRPLF�
DQG�VRFLDO�LQVWLWXWLRQV�EHFRPH�´KLVWRULFDO�QDUUDWLYHV���µ��$QG�VXFK�QDUUDWLYHV�DUH�
FRPSOH[�DQG�VSHFLILF��LQ�WKDW�²�VXFK�VWRULHV�WHOO�XV�WKH�UHDGHUV�²�ZH�DOZD\V�
RSWLPL]H��IRU�LQVWDQFH��RXU�VKDUHV�LQ�WKH�H[FKDQJH�PDUNHWV�RU�ZH�EXLOG�WKH�
EULGJHV�LQ�WKH�PRVW�HIILFLHQW�ZD\��EXW�WKH�FRQVHTXHQFHV�RI�RXU�DFWLRQV�LQ�WKH�
SDVW�VWLOO�FDXVH�XQGHVLUDEOH�FRQVHTXHQFHV���

&RQVLGHU�7KRUVWHLQ�9HEOHQ·V�,PSHULDO�*HUPDQ\�DQG�,QGXVWULDO�5HYROXWLRQ��LQ�
ZKLFK�KH�VXEVFULEHV�WR�WKH�´HIILFLHQF\�JXLGHV�DOOµ�YLHZ�RI�UHDGLQJ�KLVWRU\���7KH�
GLVFXVVLRQ�ILJXUHV�LQ�WKH�UHFHQW�OLWHUDWXUH��WRR���9HEOHQ·V�GLVFXVVLRQ��LQ�D�
QXWVKHOO��LV�DERXW�ZKHWKHU�´WHFKQRORJLFDO�LQQRYDWLRQV�DQG�FUHDWLRQV�RI�DQ�
LQVWLWXWLRQDO�QDWXUH�KDYH�LQ�PDQ\�FDVHV�>UHDFKHG@�WKHLU�IXOOHVW�VHUYLFHDELOLW\�RQO\�
DW�WKH�KDQGV�RI�RWKHU�FRPPXQLWLHV�DQG�RWKHU�SHRSOHV�WKDQ�WKRVH�WR�ZKRP�
WKHVH�FXOWXUDO�HOHPHQWV�RZHG�WKHLU�RULJLQ�DQG�LQLWLDO�VXFFHVVµ��9HEOHQ�������������
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7KH�VWRU\�LV�EDVHG�RQ�ZKHWKHU�LW�LV�PRUH�SUDFWLFDEOH�WR�FDUU\�RYHU�D�VWDWH�RI�DUW�
IURP�RQH�FRPPXQLW\�WR�DQRWKHU���7KH�SUREOHP�IRU�9HEOHQ��WKHUHIRUH��LV�D�
PDWWHU�RI�HIILFLHQW�XVH�RI�WHFKQRORJLFDO�GHYHORSPHQWV����

*HUPDQ\� FRPELQHV� WKH� UHVXOWV� RI� (QJOLVK� H[SHULHQFH� LQ� WKH� GHYHORSPHQW� RI�
PRGHUQ�WHFKQRORJ\�ZLWK�D�VWDWH�RI�WKH�RWKHU�DUWV�RI�OLIH�PRUH�QHDUO\�HTXLYDOHQW�WR�
ZKDW�SUHYDLOHG�LQ�(QJODQG�EHIRUH�WKH�PRGHUQ�LQGXVWULDO�UHJLPH�FDPH�RQ��VR�WKDW�WKH�
*HUPDQ� SHRSOH� KDYH� EHHQ� HQDEOHG� WR� WDNH� XS� WKH� WHFKQRORJLFDO� KHULWDJH� RI� WKH�
(QJOLVK� ZLWKRXW� KDYLQJ� SDLG� IRU� LW� LQ� WKH� KDELWV� RI� WKRXJKW�� WKH� XVH� DQG� ZRQW��
LQGXFHG� LQ� WKH� (QJOLVK� FRPPXQLW\� E\� WKH� H[SHULHQFH� LQYROYHG� LQ� DFKLHYLQJ� LW���
0RGHUQ� WHFKQRORJ\� KDV� FRPH� WR� WKH� *HUPDQV� UHDG\�PDGH�� ZLWKRXW� FXOWXUDO�
VHTXHQFHV�ZKLFK�LWV�JUDGXDO�GHYHORSPHQW�DQG�FRQWLQXHG�XVH�KDV�HQWDLOHG�DPRQJ�WKH�
SHRSOH�ZKRVH�H[SHULHQFH�LQLWLDWHG�LW�DQG�GHWHUPLQHG�WKH�FRXUVH�RI�LWV�GHYHORSPHQW�
��������������

$Q�HFRQRP\��DFFRUGLQJ�WR�9HEOHQ��PLJKW�EH�OHIW�ZLWK�D�UHODWLYHO\�LQIHULRU�
WHFKQRORJ\��RU�WKH�FLUFXPVWDQFHV�LQ�DQ�HFRQRP\�PLJKW�QRW�FRQGXFH�WR�WKH�EHVW�
PDWHULDO�LQWHUHVW�RI�WKH�V\VWHP�LQ�IRUFH�LI�D�FRPPXQLW\·V�SDVW�KDELWV�RI�WKRXJKW�
DUH�DW�FURVV�SXUSRVH�ZLWK�WKH�FRQGLWLRQV�RI�OLIH�DIIRUGHG�E\�WKH�QHZ�VWDWH�RI�
LQGXVWULDO�DUWV���7KH�SUREOHP��EDVLFDOO\��LV�D�PDWWHU�RI�FXOWXUDO�FRQGLWLRQV�LQ�WKH�
HDUO\�SKDVHV�RI�WKH�´OLIH�KLVWRU\µ�RI�DQ\�FRPPXQLW\����

9HEOHQ·V�SRLQW�LV�LGHQWLFDO�WR�WKH�ZURQJO\�HVWDEOLVKHG�DFFRXQW�RI�SDWK�
GHSHQGHQFH�LQ�WKH�VHQVH�WKDW�VRPH�RI�WKH�SDVW�H[SHULHQFHV�PLJKW�OHDG�WR�QRQ�
RSWLPDO�UHVXOWV�DW�WKH�SUHVHQW�WLPH���9HEOHQ·V�VWRU\�LV�DERXW�WKH�LPSOLFDWLRQV�RI�
WKH�IDFW�WKDW�WKH�UDLOZD\V�RI�*UHDW�%ULWDLQ�ZHUH�FRQVWUXFWHG�ZLWK�WRR�QDUURZ�D�
JDXJH�FRPSDUHG�WR�WKRVH�RI�$PHULFDQ�DQG�*HUPDQ�UDLOZD\�V\VWHPV�LQ�WKH�
(GZDUGLDQ�%ULWDLQ�������DQG���������´6LOO\�OLWWOH�EREWDLOHG�FDUULDJHV�µ�9HEOHQ�
DUJXHV��ZDV�DQ�LQHIILFLHQW�WHFKQRORJ\�SULPDULO\�EHFDXVH�%ULWLVK�FRDO�ZDJRQV�KDG�
D�YHU\�OLPLWHG�FDUU\LQJ�FDSDFLW\���+H�UHSRUWV�WKDW�WKH�IDFW�ZDV�NQRZQ�E\�WKH�
H[SHUWV�RI�WKH�WLPH��WKRXJK��WKH�UHPHG\�ZDV�QRW�VR�HDV\�WR�LPSOHPHQW���7KH�
IXQGDPHQWDO�UHDVRQ�ZDV�WKDW�DOO�WKH�WHUPLQDO�IDFLOLWLHV��WUDFNV��VKXQWLQJ�IDFLOLWLHV��
DQG�DOO�WKH�ZD\V�DQG�PHDQV�RI�KDQGOLQJ�IUHLJKW�RQ�WKLV�ROGHVW�UDLOZD\�V\VWHP�
ZHUH�DOO�DGDSWHG�WR�WKH�EREWDLOHG�FDUV���7KH�LQIUDVWUXFWXUH�DQG�HTXLSPHQW��VXFK�
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DV�WKH�URDGEHG�DQG�PHWDO��DQG�WKH�HQJLQHV��DGGLWLRQDOO\��ZHUH�QRW�DW�D�
VXEVWDQWLDO�OHYHO�WR�WDNH�FDUH�RI�VXFK�WUDIILF�ZKHQ�VRPH�WHFKQRORJLFDO�
LPSURYHPHQWV�ILUVW�ZHQW�LQWR�RSHUDWLRQ���,W�ZDV��WKHUHIRUH��QRW�ZLWKRXW�DQ\�
WURXEOHV�WR�LQWURGXFH�QHZ�WHFKQRORJLHV�VLQFH�´WKH�FKLHI�VLJQLILFDQFH�RI�WKLV�
ZRUN�RI�LPSURYHPHQW��DGDSWDWLRQ�DQG�UHSDLU�LQ�WKLV�FRQQHFWLRQ�>ZDV@�WKDW�LW�
>DUJXHG@�D�IDWDO�UHOXFWDQFH�RU�LQDELOLW\�WR�RYHUFRPH�WKLV�DOO�SHUYDGLQJ�
GHSUHFLDWLRQ�E\�REVROHVFHQFHµ�������������

9HEOHQ·V�H[DPSOH��KRZHYHU��LV�FORVHO\�VFUXWLQLVHG�E\�9DQ�9OHFN�ZKR�KDV�
VKRZQ�WKDW�WKH�FDVH�PLJKW�QRW�EH�QHFHVVDULO\�VR���6KH�SURYHG�WKDW�%ULWLVK�
FDUULDJHV�ZHUH�QRW�HFRQRPLFDOO\�´LQHIILFLHQWµ�RU�´LUUDWLRQDOµ�EXW�PHUHO\�
VXEVWLWXWHV�IRU�PRUH�FRVWO\�GLVWULEXWLRQ�DQG�GHOLYHU\�PHDQV�VXFK�DV�KRUVHV��KD\�
DQG�RDWV��WUXFNV��DQG�SHWUROHXP�IXHO���6PDOO�ZDJRQV��WKHUHIRUH��ZHUH�XVHG�
EHFDXVH�WKH\�VXLWHG�WR�WKH�H[LVWLQJ�LQIUDVWUXFWXUH��EXW�QRW�EHFDXVH�WKH\�ZHUH�
HFRQRPLFDOO\�DW�WKH�PDUJLQ��6HH�9DQ�9OHFN������DQG��������

3DXO�'DYLG��D�SURPLQHQW�ILJXUH�LQ�WKH�GHEDWH�RQ�SDWK�GHSHQGHQFH�LQ�
HFRQRPLFV��KDG�RQFH�IDOOHG�LQWR�WKH�WUDS��WRR���'DYLG��HVSHFLDOO\�LQ�KLV�HDUO\�
ZULWLQJV��'DYLG��������������������ZDV�VWULFWO\�LQWR�WKH�HIILFLHQF\�JXLGHV�DOO�
LQVWLWXWLRQDO�FKRLFH�YLHZSRLQW���+LV�LQIDPRXV�VWRU\�DERXW�PHFKDQLFDO�DQG�
GLJLWDO�NH\ERDUGV��´4:(57<�QRPLFV�µ�DV�KH�SUHIHUV�WR�QDPH�LW��ZDV�HQWLUHO\�
EDVHG�RQ�WKH�HIILFLHQF\�YLHZ��´'XULQJ�WKH�����·V�µ�'DYLG�ZURWH��´WKH�86�1DY\�
H[SHULPHQWV�KDG�VKRZQ�WKDW�WKH�LQFUHDVHG�HIILFLHQF\�REWDLQHG�ZLWK�>'YRUDN�
6LPSOLILHG�.H\ERDUGV@�ZRXOG�DPRUWL]H�WKH�FRVW�RI�UHWUDLQLQJ�D�JURXS�RI�W\SLVWV�
ZLWKLQ�WKH�ILUVW�WHQ�GD\V�RI�WKHLU�VXEVHTXHQW�IXOOWLPH�HPSOR\PHQWµ��'DYLG�
��������$QG�DOVR��'DYLG�DUJXHG�LQ�WKH�SDSHU��´GHVSLWH�WKH�SUHVHQFH�RI�WKH�VRUW�
RI�H[WHUQDOLWLHV�WKDW�VWDQGDUG�VWDWLF�DQDO\VLV�WHOOV�XV�ZRXOG�LQWHUIHUH�ZLWK�WKH�
DFKLHYHPHQW�RI�WKH�VRFLDOO\�RSWLPDO�GHJUHH�RI�V\VWHP�FRPSDWLELOLW\��
FRPSHWLWLRQ�LQ�WKH�DEVHQFH�RI�SHUIHFW�IXWXUHV�PDUNHWV�GURYH�WKH�LQGXVWU\�
SUHPDWXUHO\�LQWR�VWDQGDUGL]DWLRQ�RQ�WKH�ZURQJ�V\VWHP�ZKHUH�GHFHQWUDOL]HG�
GHFLVLRQ�PDNLQJ�VXEVHTXHQWO\�KDV�VXIILFH�WR�KROG�LW���µ��
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:ULWLQJ�RQ�WKH�UHDVRQV�RI�VORZ�JDLQV�LQ�PHDVXUHG�SURGXFWLYLW\�UDWHV�LQ�
FRPSXWHU�LQGXVWULHV��'DYLG�DOVR�WKRXJKW�OLNHZLVH�WKDW�DSSURDFKLQJ�WKH�LVVXH�
IURP�WKH�SHUVSHFWLYH�RI�HFRQRPLF�KLVWRU\�WKH�VR�FDOOHG�SURGXFWLYLW\�SDUDGR[�
ZRXOG�GLVDSSHDU�RU�EH�´IRXQG�WR�EH�QHLWKHU�VR�XQSUHFHGHQWHG�QRU�VR�SX]]OLQJ�
DV�WKH\�PLJKW�RWKHUZLVH�DSSHDUµ��'DYLG���������+LVWRULFDO�HUURUV�DQG�IDLOXUHV��
KH�UHQGHUHG��KDYH�FDXVHG�SURGXFWLYLW\�VORZGRZQV�LQ�WKH�FRPSXWHU�LQGXVWU\���
´7KH�QDWXUH�RI�PDQ�PDFKLQH�LQWHUDFWLRQV�DQG�WHFKQLFDO�SUREOHPV�RI�GHVLJQLQJ�
HIILFLHQW�LQWHUIDFHV�IRU�KXPDQV�DQG�FRPSXWHUVµ�KDYH�GLVDOORZHG�WKH�HQJLQHHUV�
WR�RSWLPL]H�HIILFLHQWO\����

7KH�DUJXPHQW��KRZHYHU��WKDW�SDWK�GHSHQGHQFH�JHQHUDWHV�LQHIILFLHQW�DQG�
VXE�RSWLPDO�VROXWLRQV��,�WKLQN��LV�WRR�IDU�IHWFKHG�²�DV�PDQ\�RI�KLV�FULWLFV�KDYH�
DOUHDG\�VKRZQ��/LHERZLW]�DQG�0DUJROLV�����������D������E�������DQG�
0F&ORVNH\�DW�DQ�H�VHPLQDU�RQ�(K�QHW�LQ���������3DWK�GHSHQGHQFH�LV�QRW�DOZD\V�
DERXW�LQHIILFLHQFLHV���,W�LV�DERXW�HUURUV�LQWR�ZKLFK�ZH�DUH�ORFNHG�LQ�WKH�
HFRQRP\�DQG�VRFLHW\�LQ�JHQHUDO��EXW�LW�LV�QRW�QHFHVVDULO\�DERXW�´PDUNHW�
IDLOXUHVµ�RI�FDSLWDOLVW�PDUNHW�HFRQRPLHV���,QVWHDG��SDWK�GHSHQGHQFH�LV�D�
PHWDSKRU�RI�GLVDSSRLQWPHQW�DERXW�WKH�LQVWLWXWLRQDO�PDWUL[�RI�LQGXVWULDOL]HG�
HFRQRPLHV���,W�LV�DERXW�HFRQRPLVWV·�DQG�RWKHU�VFLHQWLVWV·�FRQWHQWLRQ�WKDW�
WKLQNHUV·�ZLOO�WR�SHUIHFWLRQ�ZKHQ�LQVWLWXWLRQV�RI�QHWZRUN�HFRQRPLHV��SRVLWLYH�
IHHGEDFNV��DQG�LUUHYHUVDELOLWLHV��DQG�VR�IRUWK�UXOH��LV�D�PLVOHDGLQJ�RQH����

'DYLG��,�WKLQN��KDG�FRPPLWWHG�WKH�VDPH�IDLOXUH�RI�WKH�ZLOO�WR�SHUIHFWLRQ�LQ�
KLV�HDUO\�ZULWLQJV���:KHUH��,�EHOLHYH��'DYLG�ZHQW�ZURQJ�ZDV�WKDW�KH�VDZ�WKDW�
KLVWRU\�ZDV�IXOO�RI�LQHIILFLHQW�VROXWLRQV�DQG�VXE�RSWLPDO�FDOFXODWLRQV���+LV�
ZRUOGYLHZ�ZDV�WKDW�GLVDSSRLQWPHQWV�LQ�KLVWRU\�ZHUH�SULPDULO\�EHFDXVH�RI�
LQHIILFLHQFLHV�DQG�VXE�RSWLPDOLWLHV�ZKLFK�ZHUH�FRQVHTXHQFHV�RI�´ELJ�HYHQWVµ�²�
DV�RSSRVHG�WR�$UWKXU·V�´KLVWRULFDO�VPDOO�HYHQWVµ�²�LQ�WKH�SDVW���&DSLWDOLVW�
HFRQRPLHV��IRU�'DYLG��ZHUH�GRRPHG�WR�´PDUNHW�IDLOXUHVµ�EHFDXVH��KH�WKRXJKW��
LQHIILFLHQF\�DQG�ODFN�RI�RSWLPDOLW\�ZHUH�LQWHUQDO�WR�WKH�VRFLR�HFRQRPLF�V\VWHP���
7KDW�LV�WR�VD\��LQ�RQH�ZD\�RU�DQRWKHU��LQHIILFLHQFLHV�ZRXOG�SRS�XS�LQ�FDSLWDOLVW�
PDUNHW�HFRQRPLHV���7KHUH�ZHUH�ELJ�IRUFHV�UXQQLQJ�KXPDQ�KLVWRU\���([DPSOHV�
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RI�LQHIILFLHQF\�DQG�VXE�RSWLPDOLW\�ZHUH�FKDUDFWHULVWLF�WR�FDSLWDOLVW�HFRQRPLHV�
KLVWRULFDOO\����

'DYLG�UHVSRQGV�WR�KLV�FULWLFV«�

7KH�FULWLTXH�RI�/LHERZLW]�DQG�0DUJROLV�PDLQWDLQV�WKDW�´WKH�PDLQ�IRFXV�DQG�
QRYHOW\�RI�WKH�FXUUHQW�HFRQRPLF�OLWHUDWXUH�RI�SDWK�GHSHQGHQFH�LV�RQ�WKH�´WKLUG�
GHJUHH�IRUP�µ�DQG�SURPLQHQW�H[DPSOHV�LQ�WKH�OLWHUDWXUH�IHDWXUH�VSHFLILF�FODLPV�
RI�LQHIILFLHQF\�«�2XU�UHDGLQJ�RI�WKH�HYLGHQFH>��KRZHYHU�@�LV�WKDW�WKHUH�DUH�DV�
\HW�QR�SURYHQ�H[DPSOHV�RI�WKLUG�GHJUHH�RI�SDWK�GHSHQGHQFH�LQ�PDUNHWV�«�,W�LV�
WKH�WKLUG��GHJUHH�SDWK�GHSHQGHQFH�FODLP�WKDW�FRQVWLWXWHV�D�QHZ�FKDOOHQJH�WR�
LQYLVLEOH�KDQG�WKHRUHPV�WKDW�SULYDWH�RSWLPL]DWLRQ�OHDGV�LQGLYLGXDOV�WR�ZHDOWK�
PD[LPL]LQJ�DOORFDWLRQVµ��/LHERZLW]�DQG�0DUJROLV���������/LHERZLW]�DQG�
0DUJROLV��LQ�RWKHU�ZRUGV��GR�QRW�WKLQN�4:(57<�DQ�DSW�H[DPSOH�RI�SDWK�
GHSHQGHQFH����

%XW�'DYLG��DIWHU�DOO��VHHPV�WR�QRW�DJUHH�ZLWK�WKH�SRLQW�QRZ��
8QIRUWXQDWHO\�� WKH�XVH�RI�WKDW�SKUDVH� >RI�KLVWRULFDO� VPDOO�HYHQWV@� LWVHOI� LV�SURQH� WR�
FDXVH� PLVXQGHUVWDQGLQJV�� � ,W� LV� TXLWH� PLVOHDGLQJ� WR� WDNH� LW� WR� VXJJHVW� WKDW� VRPH�
RULJLQDO� HFRQRPLF� LUUDWLRQDOLW\� RU� LPSOHPHQWDWLRQ� HUURU� �DFFLGHQW�� PXVW� EH�
LPSOLFDWHG�ZKHQHYHU�ZH�ILQG�WKDW�SRVLWLYH�QHWZRUN�H[WHUQDOLWLHV�KDYH�JLYHQ�ULVH�WR�D�
VHTXHQFH� WKDW� WXUQHG� RXW� WR� EH� RWKHU� WKDQ� D� JOREDOO\� RSWLPDO� SDWK�� � ,QGHHG�� RQO\�
WKRVH�ZKR�DUH�KRVWLOH�WR�WKH�YHU\� LGHD�RI�SDWK�GHSHQGHQFH�ZRXOG�UHSHDWHGO\�LQVLVW�
XSRQ�D�OLWHUDO�LQWHUSUHWDWLRQ�RI�WKH�SKUDVH�¶DFFLGHQWV�RI�KLVWRU\�·��'RLQJ�VR�VXJJHVWV�
WKDW�WKH�HVVHQWLDO�IHDWXUH�RI�VXFK�SURFHVVHV�LV�WKDW�WKH�RULJLQDO�DFWRUV�LQ�WKH�GUDPD�²�
ZKHWKHU�DV�FRQWULEXWRUV�WR�WKH�GHVLJQ�RI�D�WHFKQLFDO�V\VWHP��RU�DQ�LQVWLWXWLRQDO�UXOH�
VWUXFWXUH��RU�D�SDUWLFXODU�IRUP�RI�EXVLQHVV�RUJDQL]DWLRQ��RU�DV�WKH�LQLWLDO�DGRSWHUV�RI�
VXFK�LQQRYDWLRQV�²�KDG�WR�KDYH�EHHQ�DFWLQJ�DUELWUDULO\��RU�LUUDWLRQDOO\�LQ�WKH�FRQWH[W�
RI� WKHLU� HFRQRPLF� FLUFXPVWDQFHV�� � 6XFK� DQ� LQWHUSUHWDWLRQ� LV� QRW� RQO\� ORJLFDOO\�
XQZDUUDQWHG��LW�REIXVFDWHV�DQ�LPSRUWDQW�EXW�ZLGHO\�RYHUORRNHG�IHDWXUH�FRPPRQ�WR�
WKH�KLVWRULHV�RI�PDQ\�QHWZRUN� WHFKQRORJLHV��DQG�RQH� WKDW�KDV� VRPH�EHDULQJ�XSRQ�
WKH�ZD\�SXEOLF�SROLF\�PLJKW�EH�DSSURDFKHG�LQ�WKDW�DUHD��'DYLG��������

'DYLG�KDV�ORQJ�EHHQ�WKH�RQO\�RQH�LQ�WKH�OLWHUDWXUH�ZKR�KDV�UHSOLHG�WR�WKH�
FULWLFV���+H�KDV�WDNHQ�WKH�WURXEOH��LQ�D�QXPEHU�RI�ODWHO\�SXEOLVKHG�DUWLFOHV��WR�
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EHWWHU�H[SOLFDWH�ZK\�KLV�QRWLRQ�RI�SDWK�GHSHQGHQFH�GRHV�QRW�QHFHVVDULO\�LPSO\�
LQHIILFLHQF\�DQG�PDUNHW�IDLOXUH���,Q�KLV�UHSOLHV��LW�VHHPV��'DYLG�OLNHV�WR�IUHH�SDWK�
GHSHQGHQFH�IURP�WKH�FRQFHSWLRQ�RI�LQHIILFLHQF\�²�RU��EHWWHU��KH�OLNHV�DW�OHDVW�WR�
XQFKDLQ�WKH�WZR�QRWLRQV�WKHRUHWLFDOO\��ZLWKRXW�WRXFKLQJ�WKH�RULJLQDO�VWRU\�RI�
4:(57<�LQ�KLV�VHPLQDO�SDSHU�LQ�������ZKLFK�UDLVHV�WKH�PDLQ�VRXUFH�RI�WKH�
VXVSLFLRQ�RI�PDQ\�FULWLFV���,Q�RWKHU�ZRUGV��ZKDW�LV�VXUSULVLQJ�LQ�KLV�UHVSRQVHV�LV�
WKDW�WKH\�DUH�VLPSO\�EDVHG�RQ�WKH�QRWLRQV�RI�´EODFNERDUG���µ�7KDW�LV�WR�VD\��KH�
GRHV�QRW�SURYLGH�IXUWKHU�HPSLULFDO�HYLGHQFH�DERXW�WKH�4:(57<�FDVH�WKDW�
ZKDW�KH�PHDQW�ZDV�QRW�LQHIILFLHQF\�DQG�VXE�RSWLPDOLW\�²�ZKLFK�ZDV�LQ�IDFW�WKH�
FHQWUDO�SRLQW�RI�KLV�FULWLFV��/LHERZLW]�DQG�0DUJROLV������������DQG�0F&ORVNH\�
��������'DYLG��LQ�RWKHU�ZRUGV��GRHV�QRW�DQVZHU�WKH�TXHVWLRQ�ZKHWKHU�RU�QRW�
SDWK�GHSHQGHQFH�LQ�WKH�4:(57<�FDVH�LPSOLHV�PDUNHW�IDLOXUH�DQG�LQHIILFLHQF\���
+H�UDWKHU�DWWDFNV�RQ�KLV�FULWLFV�E\�DSSHDOLQJ�WR�ZKHWKHU�WKH�FULWLTXH�LV�
WKHRUHWLFDOO\�FRQVLVWHQW���&RQVLGHU�WKH�IROORZLQJ�OLQHV��

,Q�GLVFXVVLQJ�WKH�FRQFHSWXDOL]DWLRQ�RI�WKLUG�GHJUHH�SDWK�GHSHQGHQFH�LQ�ZKLFK�WKHUH�
LV�PDUNHW� IDLOXUH� OHDGLQJ� WR� LQHIILFLHQFLHV� RI� DQ� ¶LUUHPHGLDEOH·� NLQG��/LHERZLW]� DQG�
0DUJROLV�«�PDNH� UHIHUHQFH� WR� WKH� WHVW� RI� ¶UHPHGLDELOLW\·� VXJJHVWHG� E\�2OLYHU� (��
:LOOLDPVRQ�� � %XW�� WKH\� HQWLUHO\� RPLW� PHQWLRQ� RI� WKH� LPSRUWDQW� GLVWLQFWLRQ� WKDW�
:LOOLDPVRQ·V� ������� ZRUN� GUHZ� EHWZHHQ� UHPHGLDELOLW\� WKURXJK� ¶SULYDWH� RUGHULQJ·�
DQG� WKURXJK� ¶SXEOLF� RUGHULQJ·�� �1RZKHUH� LQ� WKH� OLWHUDWXUH� GHDOLQJ�ZLWK� WKHRUHWLFDO�
DQG�HPSLULFDO�DVSHFWV�RI�SDWK�GHSHQGHQW�HFRQRPLF�SKHQRPHQD�KDYH�,�IRXQG�LW�VDLG�
WKDW� WKLV�SURSHUW\� OHDGV� WR�RXWFRPHV� IRU�ZKLFK�UHPHGLDWLRQ�YLD�SXEOLF�RUGHULQJ� LV�
ZKROO\� LQIHDVLEOH�� � )RU� WKH� VWDWH� WR� XQGHUWDNH� WR� ¶FRUUHFW·� D�PDUNHW�RXWFRPH�PLJKW�
EHFRPH�VRFLDOO\�LQHIILFLHQW���%XW�WKDW�LV�D�GLIIHUHQW�SURSRVLWLRQ�IURP�LWV�EHLQJ�VLPSO\�
LQIHDVLEOH�� � 6R�� LW� LV� QRW�RSHQ� WR� WKH� FULWLFV� WR� FODLP� WKDW� SDWK� GHSHQGHQFH�ZRXOG�
KDYH� HPSLULFDO� RU� SROLF\� VXEVWDQFH� IRU� HFRQRPLVWV� LI� RQO\� LW� GLG� QRW� H[FOXGH� WKH�
SRVVLELOLW\�RI�UHPHGLDWLRQ�E\�SXEOLF�RUGHULQJ�LQ�WKRVH�FLUFXPVWDQFHV�ZKHUH�SULYDWH�
RUGHULQJ�ZDV�XQZRUNDEOH��'DYLG��������

7KH�SRLQW�UHJDUGLQJ�WKH�HFRQRPLFV�RI�SDWK�GHSHQGHQFH��WR�P\�YLHZ��LV�QRW�WR�
EH�SURYHQ�E\�PHDQV�RI�´EODFNERDUG�HFRQRPLFV��µ�3DWK�GHSHQGHQFH�LV�DQ�
HPSLULFDO�QRWLRQ�²�WKDW�LV�WR�VD\��ZKDW�LV�LPSRUWDQW�IRU�SDWK�GHSHQGHQFH�
UHVHDUFK�LV�ZK\�WKH�FDVH�RI�4:(57<�ZDV�D�JRRG�H[DPSOH�RI�SDWK�GHSHQGHQFH�
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LQ�WKH�HFRQRP\�DOWKRXJK�WKH�FDVH�GLGQ·W�IHDWXUH�LQHIILFLHQF\�DW�DOO���/LHERZLW]�
DQG�0DUJROLV�KDYH�UHSHDWHGO\�DVNHG�WKH�TXHVWLRQ��´,V�LW�DSSURSULDWH�WR�XVH�
VWRULHV�WKDW�DUH�NQRZQ�WR�EH�IDFWXDOO\�LQFRUUHFW�LQ�RUGHU�WR�LOOXVWUDWH�HFRQRPLF�
WKHRU\�RU�WHDFK�HFRQRPLF�KLVWRU\"µ��/LHERZLW]�DQG�0DUJROLV���������

(DUO\�ZRUNV�RI�'DYLG�VHHPV�WR�QRW�EH�IRFXVHG�RQ�WKH�GHWDLOV�RI�VXFK�
LVVXHV�DV�HIILFLHQF\�DQG�PDUNHW�IDLOXUHV���+H�ZDV�WKHQ�SULPDULO\�LQWHUHVWHG�LQ�
´WKH�TXHVW�IRU�KLVWRULFDO�HFRQRPLFVµ�²�DQ�XUJH�WR�WUDQVIRUP�WKH�IXWXUH�RI�
HFRQRPLFV�LQWR�DQ�KLVWRULFDO�VRFLDO�VFLHQFH���$IWHU�WKH�SXEOLFDWLRQ�RI�WKH�VWRU\�
RI�4:(57<��'DYLG�������������������DQG�VR�IRUWK���KRZHYHU��HVSHFLDOO\�LQ�
WKH�FULWLFDO�ZULWLQJV�RI�/LHERZLW]�DQG�0DUJROLV��'DYLG�ZDV�IRUFHG�WR�H[SOLFDWH�
WKH�´UHDOµ�UHODWLRQ�RI�SDWK�GHSHQGHQFH�WR�HIILFLHQF\�DQG�RSWLPDOLW\���'DYLG��WR�
P\�YLHZ��KDV�FHUWDLQO\�KDG�LQ�PLQG��VLQFH�WKH�EHJLQQLQJ�RI�KLV�UHVHDUFK�RQ�WKH�
HFRQRPLFV�RI�UDLOZD\V�DQG�WHFKQRORJLFDO�LQQRYDWLRQ��'DYLG������DQG��������
WKDW�FDSLWDOLVW�HFRQRPLHV�ZHUH�SURQH�WR�JHQHUDWH�GLVDSSRLQWPHQWV�LQ�WKH�IRUP�
RI�LQHIILFLHQFLHV�DQG�VXE�RSWLPDOLWLHV���7KH�PHWDSKRU�RI�SDWK�GHSHQGHQFH�ZDV�
PHUHO\�D�WRRO�WR�H[SUHVV�KLV�PLQG���%XW�IDFLQJ�WKH�LVVXHV�LQ�D�QXPEHU�RI�ODWHU�
DUWLFOHV��'DYLG�KDV�DUJXHG�WKDW�ZKDW�4:(57<�VWRU\�LQ�IDFW�WROG�ZDV�QRW�WKDW�
QHWZRUN�LQGXVWULHV��XQGHU�FLUFXPVWDQFHV�LQ�ZKLFK�SDWK�GHSHQGHQFH�UXOHV��
QHFHVVDULO\�SURGXFH�LQHIILFLHQF\�²�LQHIILFLHQF\��DV�KH�UHSHDWHGO\�QRWHG�LQ�D�
QXPEHU�RI�SODFHV��ZDV�QHYHU�D�QHFHVVDU\�DQG�VXIILFLHQW�FRQGLWLRQ�IRU�SDWK�
GHSHQGHQFH���'DYLG�KDV�QHYHUWKHOHVV�QHYHU�GHQLHG��HLWKHU��WKH�SRVVLEOH�
FRQQHFWLRQ�EHWZHHQ�SDWK�GHSHQGHQFH�DQG�HIILFLHQF\���,Q�D�ODWH�SXEOLFDWLRQ�KH�
ZURWH��´%\JRQHV�DUH�MXVW�E\JRQHV�ZKHQ�RQH�LV�FRQFHUQHG�ZLWK�HFRQRPLF�
HIILFLHQF\��DV�,�DP�DW�WKLV�SRLQW���UDWKHU�WKDQ�HTXLW\�²�XQOHVV��RI�FRXUVH��PHPRU\�
GUDZV�WKH�SDVW�LQWR�WKH�SUHVHQW�DQG�PDNHV�LW�D�EDVLV�IRU�DFWLRQV�DIIHFWLQJ�
HIILFLHQF\�LQ�WKH�IXWXUHµ��'DYLG���������+H�KDV�RQO\�YHU\�UHFHQWO\�UHYHDOHG�RXW��
LQ�WKH�VDPH�DUWLFOH��ZKDW�KH�LQ�IDFW�KDG�LQ�PLQG��´WKHDWUH�IRU�WKH�XQIROGLQJ�RI�
KLVWRULFDO�GUDPDV���µ�,QGHHG��SDVVDJHV�OLNH�EHORZ�NHHS�DSSHDULQJ�DV�KH�GRHV�QRW�
HQWLUHO\�GHQ\�WKH�FRQQHFWLRQ�EHWZHHQ�HIILFLHQF\�YLHZ�DQG�SDWK�GHSHQGHQFH��
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7R�EH�VXUH��LW�VKRXOG�EH�UHFRJQLVHG�WKDW�DPRQJ�WKH�FRQGLWLRQV�WKDW�JLYH�ULVH�WR�WKH�
H[LVWHQFH�RI�PXOWLSOH�HTXLOLEULD�DQG�SDWK�GHSHQGHQW�G\QDPLFV��WKHUH�DUH�VRPH�WKDW�
DOVR�ZRXOG�SUHYHQW�WKH�ZRUNLQJV�RI�FRPSHWLWLYH�PDUNHWV�IURP�DUULYLQJ�XQHUULQJO\�DW�
DOORFDWLRQV� WKDW� DUH� VRFLDOO\� HIILFLHQW� LQ� WKH� VHQVH� RI� 3DUHWR�� � 3URPLQHQW� LQ� WKDW�
FRPSDQ\�DUH�PLFUR�OHYHO�LUUHYHUVLELOLWLHV�LQ�WKH�EHKDYLRXU�RI�DJHQWV��GXH�WR�OHDUQLQJ�
E\� GRLQJ� DQG� WKH� KDELWXDWLRQ� RI� WDVWHV�� DQG� H[WHUQDOLWLHV� DIIHFWLQJ� QRQ�PDUNHW�
LQWHUDFWLRQV� LQ� WKH� VSKHUHV� RI� FRQVXPSWLRQ� DQG� SURGXFWLRQ� WKDW� JLYH� ULVH� WR� FR�
RUGLQDWLRQ�JDPHV�ZKLFK�HQG�LQ�´FR�RUGLQDWLRQ�IDLOXUHV���µ�&RQVHTXHQWO\��ZKLOH�WKH�
ORJLFDO�UHODWLRQVKLS�EHWZHHQ�SDWK�GHSHQGHQFH�DQG�PDUNHW�IDLOXUH� LV�QHLWKHU�RQH�RI�
QHFHVVLW\�QRU�VXIILFLHQF\��WKHUH�DUH�VRPH�LPSRUWDQW�XQGHUO\LQJ�FRQQHFWLRQV�EHWZHHQ�
WKH�WZRµ��'DYLG����������

%XW�ZK\�LV�WKH�GHEDWH�DERXW�HIILFLHQF\�DQG�PDUNHW�IDLOXUH�VR�LPSRUWDQW�IRU�
'DYLG·V�XQGHUVWDQGLQJ�RI�SDWK�GHSHQGHQFH���2QH�PD\�FHUWDLQO\�DVVHUW�PDQ\�
UHDVRQV���,��KRZHYHU��OLNH�WR�GUDZ�RQ�RQH�DVSHFW�RI�WKH�LVVXH��DQG�FRPPHQW�RQ�
WKH�UKHWRULFV�RI�KLV�ZRUN�RQ�WKH�FDVH�RI�4:(57<���7KH�SDSHU�LQ�ZKLFK�KH�
LQWURGXFHG�WKH�FDVH�LV�DQ�LQWHUHVWLQJ�RQH���)RU�RQH�WKLQJ��'DYLG�PDNHV�VHYHUDO�
PLVWDNH�RI�LQWHUSUHWLQJ�WKH�H[SHULPHQWV�E\�YLUWXH�RI�ZKLFK�LW�ZDV�VXSSRVHGO\�
SURYHQ�WKDW�4:(57<�ZDV�VXSHULRU�WR�LWV�DOWHUQDWLYHV���7KH�SDSHU�DQG�VWRU\��
KRZHYHU��KDYH�EHHQ�D�VWDQGDUG�UHIHUHQFH�LQ�WKH�SDWK�GHSHQGHQFH�OLWHUDWXUH���,W�
VXJJHVWV�WKDW�GHVSLWH�WKH�PLVWDNHV�KH�PDNHV�LQ�WKH�VWRU\�RI�4:(57<��,�WKLQN��
'DYLG�LV�QHYHUWKHOHVV�D�YHU\�VXFFHVVIXO�VWRU\WHOOHU���+LV�VWRU\�GHVHUYHV�FULWLFDO�
VFUXWLQ\�IURP�D�UKHWRULFDO�SHUVSHFWLYH��

7KH�UKHWRULFV�RI�WKH�VWRU\�RI�4:(57<�

´7KHUH�LV�DQ�DPD]LQJ�LURQ\�RI�UKHWRULFDO�VXFFHVV�µ�'DYLG�ZULWHV��´LQ�WKH�LQRUGLQDWH�
DWWHQWLRQ�WKDW�ZDV�FDSWXUHG�E\�RQH�VSHFLILF�LOOXVWUDWLRQ�RI�WKH�ZRUNLQJV�RI�SDWK�
GHSHQGHQFH��DQG�WKH�FRQVHTXHQFHW�VLJQLILFDQFH�ZLWK�ZKLFK�GHEDWHV�RYHU�LWV�
IDFWXDO�GHWDLOV�FRQWLQXHV�WR�EH�HQGRZHG�«�7KH�VWRU\�RI�4:(57<�SURYLGHG�
WKH�VLPSOHVW�KHXULVWLF�GHYLFH�,�FRXOG�ILQG�WKDW�PLJKW�SURYRNH�HFRQRPLVWV�WR�
WDNH�VHULRXVO\�WKH�ZD\V�LQ�ZKLFK�SDVW�HYHQWV�KDYH�VKDSHG�WKH�ZRUOG�DURXQG�XVµ�
�'DYLG����������7KH�LOOXVWUDWLYH�VWRU\�RI�4:(57<�LV�QRZ�WKH�DPEOHP�RI�SDWK�
GHSHQGHQFH�DQG�WKH�ODEHO�IRU�WKH�FODLP�WKDW�´KLVWRU\�PDWWHUV��µ�7KH�VWRU\�KDV�
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EHHQ�VXEMHFW�WR�KHDY\�FULWLFLVP�EXW�VXUYLYHG�WKH�DWWDFNV���8SRQ�WKH�FULWLFLVPV�
GLUHFWHG�DW�WKH�VWRU\�RI�4:(57<��'DYLG�ZULWHV���

,QGHHG�� LQ� P\� YLHZ�� WKH� REVHVVLYH� FKDUDFWHU� RI� 4:(57<�VNHSWLFLVP� LWVHOI�
WKUHDWHQV�WR�GLVWUDFW�DWWHQWLRQ�IURP�WKH�PRUH�JHQHUDO�FODVV�RI�WKHRUHWLFDO�TXHVWLRQV�
DQG�HPSLULFDO�SKHQRPHQD�IRU�ZKLFK�4:(57<�ZDV� LQWHQGHG�WR�EH�RQO\�D�UHDGLO\�
FRPSUHKHQVLEOH� V\PERO�� � 7R� EH� VXUH�� WKHUH� LV� �E\� GHVLJQ�� FRQVLGHUDEOH� UKHWRULFDO�
IRUFH�LQ�WKLV�LOOXVWUDWLRQ���7KDW�PXVW�EHDU�VRPH�RI�WKH�UHVSRQVLELOLW\�IRU�IDFW�WKDW�VR�
PDQ\� HFRQRPLVWV� FRQWLQXH� WR� EH� KXQJ� XS� RQ� WKH� TXHVWLRQ� RI� ZKHWKHU� RU� QRW�
4:(57<�LV�WKH�EHVW�NH\ERDUG�DYDLODEOH�WRGD\��DQG��LI�LW�LVQ·W��ZKHWKHU�WKDW�HQWDLOV�D�
´ELJµ� HFRQRPLF� LQHIILFLHQF\�� RU� RQH� WKH� VKRXOG� EH� GLVPLVVHG� DV� LQFRQVHTXHQWLDOO\�
VPDOO���)RU�VFKRODUV�VHULRXVO\�LQWHUHVWHG�LQ�WKH�KLVWRULFDO�GHYHORSPHQW�RI�W\SHZULWLQJ�
WHFKQRORJ\� WKLV� FRXOG� EH� D� UHDVRQDEOH� REVHVVLRQ�� � %XW�� WR� VXSSRVH� WKDW� LW� LV�
VXEVWDQWLYHO\�FUXFLDO�WR�DQ\�RI�WKH�LQWHUHVWLQJ�LVVXHV�VXUURXQG�SDWK�GHSHQGHQFH�DQG�
LWV�HFRQRPLF�SROLF\�LPSOLFDWLRQV�LV�MXVW�SODLQ�VLOO\��'DYLG���������

'DYLG�SUHVHQWHG�WKH�DUWLFOH�DW�WKH������$PHULFDQ�(FRQRPLF�$VVRFLDWLRQ�
$QQXDO�0HHWLQJV��DQG�WKH�DUWLFOH�²�ZKLFK�KDV�EHHQ�WKH�VKRUWHVW�DPRQJ�KLV�
ZRUNV�WKDW�'DYLG�KDV�HYHU�JRW�SXEOLVKHG�²�DSSHDUHG�LQ�$PHULFDQ�(FRQRPLF�
5HYLHZ�LQ��������7KH�QRYHOW\�RI�WKH�SDSHU��DV�'DYLG�UHSRUWV�LQ�KLV�RZQ�´VWRU\�RI�
WKH�VWRU\�RI�4:(57<�µ�ZDV�QRW�WKH�RULJLQDOLW\�DWWDFKHG�WR�WKH�VWRU\�EXW�WKH�
VXUSULVLQJ�UHVSRQVH�RI�WKH�DXGLHQFH�WR�WKH�SDSHU�²�WKH�SDSHU�KDG�GUDZQ�WKH�
DWWHQWLRQ�DQG�HYHU\ERG\�KDG�IRXQG�LW�FKDOOHQJLQJ���$(5��SXEOLVKLQJ�DUWLFOHV�
DQG�UHYLHZV�LQ�D�ZLGH�UDQJH�RI�VSHFLDOL]HG�DUHDV�LQ�WKH�HFRQRPLF�OLWHUDWXUH��LV�
RQH�RI�WKH�PRVW�IDPRXV�DQG�LQIOXHQWLDO�MRXUQDOV�LQ�HFRQRPLFV���,W�LV�E\�QR�
PHDQV�D�SHFXOLDU�H[SHFWDWLRQ�WKDW�DQ\�SLHFH�DSSHDULQJ�LQ�WKLV�MRXUQDO�ZRXOG�EH�
KLJKO\�UHFRJQL]DEOH�DPRQJ�HFRQRPLVWV���7KH�ILUVW�SRLQW�RQH�VKRXOG�PDNH�ZKLOH�
UHDGLQJ�'DYLG�DUWLFOH��,�VXSSRVH��LV�WKHQ�WKDW�KH�KDV�H[SHULHQFHG�VXFK�DQ�
DGYDQWDJH�DQG�HQMR\HG�WKH�SURILW�RI�EHLQJ�UHDG�E\�PDQ\�VFKRODUV�LQ�HFRQRPLFV�
VFLHQFH����

4:(57<�LV�DQ�H[FHOOHQW�H[DPSOH���,W�LV�D�YHU\�HDV\�ZRUG�WR�ZULWH��DQG�LW�
KDV�PDWWHUHG�DOPRVW�HYHU\ERG\�IRU�VRPH�������\HDUV�QRZ���4:(57<�GRHV�
QRW�PDNH�DQ\�VHQVH��DW�OHDVW�DW�ILUVW�JODQFH��IRU�WKH�RQHV�ZKR�DUH�QRW�LQWHUHVWHG�



� ���

LQ�KDUGZDUH�WHFKQRORJLHV���%XW�WKH�H[SODQDWRU\�SRZHU�RI�WKH�´ZRUGµ�RZHV�WRR�
PXFK�WR�LWV�PHDQLQJOHVVQHVV���+H�XVHV�VHYHUDO�YDULDQWV�RI�WKH�´ZRUGµ�LV�KLV�
DUWLFOH�²�´HFRQRPLFV�RI�4:(57<�µ�´4:(57<QRPLFVµ�DQG�VR�IRUWK���$V�
7RQ\�/DZVRQ�FOHDUO\�SRLQWV�RXW��

%HIRUH�EULHIO\�H[DPLQLQJ�WKH�QDWXUH�RI�'DYLG·V�H[SODQDWLRQ�OHW�PH�UHFDOO��LQ�SDVVLQJ��
KRZ� WKH� H[DPSOH� LPPHGLDWHO\� UHPLQGV� PH� WKDW� DOO� DVSHFWV� RI� H[SODQDWRU\�
HQGHDYRXUV� DUH� LQKHUHQWO\� LQWHUHVW� DQG� NQRZOHGJH� FRQGLWLRQHG� DQG�PRWLYDWHG� E\�
FRQIOLFW�� VXUSULVH� DQG� �� RU� GRXEW� «� >,@I� WKH� OHWWHU� DUUDQJHPHQW� KDG� EHHQ�
$%&'()*+,-�WKHQ�PDQ\�RI�XV�ZRXOG�QRW�UHJDUG�WKH�SKHQRPHQRQ�DV�RQH�WKDW�LV�
DW�DOO�VXUSULVLQJ�DQG�LQ�SDUWLFXODU�QHHG�RI�EHLQJ�H[SODLQHG���2I�FRXUVH��HYHQ�VXFK�DQ�
XQSUHGLFWDEOH� OHWWHU� DUUDQJHPHQW� DV� 4:(57<8,23� LV� RI� SULPD� IDFLH� H[SODQDWRU\�
LQWHUHVW� WR� DQ� ¶HFRQRPLF� KLVWRULDQ·� VXFK� DV� 3DXO� 'DYLG�� � 7R� WKH� XQVXVSHFWLQJ�
PDLQVWUHDP�HFRQRPLVW�D�UHDG\�H[SODQDWLRQ�LV�DOZD\V�DW�KDQG��/DZVRQ������������

7KH�UHIHUHQFHV�RI�WKH�SDSHU�GHVHUYH�DWWHQWLRQ��WRR���+HUH�LV�WKH�YHU\�ILUVW�
VHQWHQFH�RI�KLV�DUWLFOH��

&LFHUR�GHPDQGV�RI�KLVWRULDQV��ILUVW��WKDW�ZH�WHOO�WUXH�VWRULHV���,�LQWHQG�IXOO\�WR�SHUIRUP�
P\� GXW\� RQ� WKLV� RFFDVLRQ�� E\� JLYLQJ� \RX� D� KRPHO\� SLHFH� RI� QDUUDWLYH� HFRQRPLF�
KLVWRU\�LQ�ZKLFK�´RQH�GDPQ�WKLQJ�IROORZV�DQRWKHU���µ�7KH�PDLQ�SRLQW�RI�WKH�VWRU\�
ZLOO�EH�SODLQ�HQRXJK��'DYLG��������

&RXOG�VRPHRQH�DUJXH�WKDW�KH�ZDV�PLVWDNHQ�LQ�FKRRVLQJ�WKH�QDPH�&LFHUR�IRU�
VXFK�D�VWULNLQJ�LQWURGXFWLRQ"�,�JXHVV�QRW���$OVR�FRQVLGHU�WKHVH�OLQHV�IURP�
7ROVWR\����

%XW� ZKLOH� WKH\� DUH�� DV� ZH� QRZ� VD\�� SHUIHFWO\� ´IUHH� WR� FKRRVH�µ� WKHLU� EHKDYLRXU��
QHYHUWKHOHVV�� LV� KHOG� IDVW� LQ� WKH� JULS� RI� HYHQWV� ORQJ� IRUJRWWHQ� DQG� VKDSHG� E\�
FLUFXPVWDQFHV�LQ�ZKLFK�QHLWKHU�WKH\�QRU�WKHLU�LQWHUHVWV�ILJXUHG���/LNH�WKH�JUHDW�PHQ�
RI�ZKRP�7ROVWR\�ZURWH� LQ�:DU�DQG�3HDFH�� ´>H@YHU\� DFWLRQ�RI� WKHLUV�� WKDW� VHHPV� WR�
WKHP�DQ�DFW�RI� WKHLU� RZQ� IUHH�ZLOO�� LV� LQ� DQ�KLVWRULFDO� VHQVH� QRW� IUHH� DW� DOO�� EXW� LQ�
ERQGDJH�WR�WKH�ZKROH�FRXUVH�RI�SUHYLRXV�KLVWRU\��'DYLG��������

7KH�LPSOLHG�UHDGHU�RI�WKH�WH[W�LV�QRW�WKH�JURXS�RI�HFRQRPLVWV�GRLQJ�WKHLU�MRE�
XVLQJ�WUDGLWLRQDO�RU�HVWDEOLVKHG�QHR�FODVVLFDO�DQG�PDWKHPDWLFDO�WRROV���
6XUSULVLQJO\��WKURXJKRXW�WKH�DUWLFOH��WKH�QXPEHU�RI�HFRQRPLF�FRQFHSWV�KH�XVHV�
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DUH�QRW�PRUH�WKDQ�����DQG�DOPRVW�QRQH�RI�WKHP�DUH�XVHG�IRU�PRUH�WKDQ�IRXU�
WLPHV����$PRQJ�WKHP�RQO\�´PDUNHWµ�DQG�´SURGXFWLRQµ�DUH�XVHG�VHYHQ�WLPHV����
$OWKRXJK�WKH�SDSHU�LV�SXEOLVKHG�E\�D�SUHVWLJLRXV�PDLQVWUHDP�HFRQRPLFV�
MRXUQDO��WKH�VHWWLQJ�RI�WKH�SDSHU�LV�RUJDQLVHG�LQ�VXFK�D�ZD\�WKDW�PDQ\�
HFRQRPLVWV�DUH�QRW�XVHG�WR�UHDG���7KH�DUWLFOH�VHHPV�WR�DGGUHVV�PRUH�WR�WKH�
HFRQRPLVWV�ZKR�H[SODLQ�WKH�VRFLDO�SKHQRPHQD�ZLWK�LQ�D�KLVWRULFDO�DQG�VRFLDO�
VHWWLQJ����

+H�VRPHWLPHV�DFWV�DV�LI�KH�LV�PRUH�WKDQ�D�´ZRUOGO\�VRFLDO�VFLHQWLVW���µ�-XVW�
KDYH�D�ORRN�DW�KLV�FRQFOXGLQJ�PHVVDJH���

,,,���0HVVDJH��,Q�SODFH�RI�D�PRUDO��,�ZDQW�WR�OHDYH�\RX�ZLWK�D�PHVVDJH�RI�IDLWK�DQG�
TXDOLILHG�KRSHV�������������,�EHOLHYH�WKHUH�DUH�PDQ\�PRUH�4:(57<�ZRUOGV�O\LQJ�RXW�
WKHUH�LQ�WKH�SDVW��RQ�WKH�YHU\�HGJHV�RI�WKH�PRGHUQ�HFRQRPLF�DQDO\VW·V�WLG\�XQLYHUVH��
ZRUOGV�ZH�GR�QRW�\HW�IXOO\�SHUFHLYH�RU�XQGHUVWDQG��EXW�ZKRVH�LQIOXHQFH��OLNH�WKDW�RI�
GDUN� VWDUV�� H[WHQGV� QRQHWKHOHVV� WR� VKDSH� WKH� YLVLEOH� RUELWV� RI� RXU� FRQWHPSRUDU\�
HFRQRPLF�DIIDLUV��'DYLG����������

,�KDYH�WKH�LPSUHVVLRQ�WKDW�'DYLG�OLNHV�WR�EH�PXFK�PRUH�DQDO\WLF�DQG�LQWHQVH�LQ�
KLV�SURVH�WKDQ�RWKHU�PDMRU�FRQWULEXWRUV�WR�WKH�OLWHUDWXUH�RQ�SDWK�GHSHQGHQFH�
VXFK�DV�%ULDQ�$UWKXU�DQG�'RXJODVV�1RUWK���$UWKXU��D�WUDLQHG�PDWKHPDWLFLDQ��
XVHV�ULJRURXV�PDWKHPDWLFDO�WHUPV�LQ�KLV�ZRUNV�LQ�RUGHU�WR�JHW�KLV�PHVVDJH�WR�
WKH�UHDGHU���$QG�1RUWK�LV�PRUH�WKHRUHWLFDO�LQ�H[SUHVVLQJ�KLV�YLHZV���%XW�'DYLG�
DSSHDUV�WR�IROORZ�D�PRUH�DQDO\WLF�VFKHPH�ZKHQ�KH�ZULWHV�DQG�WDONV�DERXW�SDWK�
GHSHQGHQFH���&RQVLGHU�WKH�IROORZLQJ�SDVVDJH�IURP�D�ZRUN�RI�'DYLG·V��LQ�ZKLFK�
KLV�´LPPHGLDWH�WDVN�����LV�WR�WU\�WR�FODULI\�WKH�PHDQLQJ�DQG�DPSOLI\�WKH�HFRQRPLF�
VLJQLILFDQFH�RI�SDWK�GHSHQGHQFHµ�²�D�SXUHO\�DQDO\WLFDO�WDVN�LWVHOI���

3DWK�LQGHSHQGHQW�SURFHVVHV�PD\�EH�VDLG�WR�LQFOXGH�WKRVH�ZKRVH�G\QDPLFV�JXDUDQWHH�
FRQYHUJHQFH�WR�D�XQLTXH��JOREDOO\�VWDEOH�HTXLOLEULXP�FRQILJXUDWLRQ��RU��LQ�WKH�FDVH�RI�
VWRFKDVWLF�V\VWHPV��WKRVH�IRU�ZKLFK�WKHUH�H[LVWV�DQ�LQYDULDQW��VWDWLRQDU\��DV\PSWRWLF�
SUREDELOLW\� GLVWULEXWLRQ� WKDW� LV� FRQWLQXRXV� RYHU� WKH� HQWLUH� IHDVLEOH� VSDFH� RI�
RXWFRPHV�²�WKDW�LV��D�OLPLWLQJ�GLVWULEXWLRQ�WKDW�LV�FRQWLQXRXV�RYHU�DOO�WKH�VWDWHV�WKDW�
DUH�FRPSDWLEOH�ZLWK�WKH�HQHUJ\�RI�WKH�V\VWHPµ���'DYLG������������
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6XFK�DQDO\WLF�WHUPV�DV�´SURFHVV�µ�´G\QDPLFV�µ�´VWRFKDVWLFµ��´HQHUJ\�RI�WKH�
V\VWHP�µ�´HUJRGLF�µ�DQG�VR�IRUWK��DPRQJ�PDQ\�RWKHUV��DERXQG�LQ�PDQ\�RI�KLV�
ZRUNV���,W�VHHPV�WR�PH�WKDW�KLV�DLP��LQ�JHQHUDO��LV�WR�´UHVFXHµ�WKH�LGHD�RI�SDWK�
GHSHQGHQFH�IRUP�WKH�KDQGV�RI�´PDLQVWUHDP�HFRQRPLF�ZULWHUVµ�DQG�ORFDWH�LW�RQ�
VRPH�FULWLFDO�´IRXQGDWLRQV���µ�'DYLG�ZULWHV��LQ�DOPRVW�HYHU\�VLQJOH�SLHFH�RI�KLV�
ZULWLQJV��DV�LI�KH�RZQV�WKH�PHWDSKRU�RI�SDWK�GHSHQGHQFH��DQG�SOD\V�WKH�
´JXDUGµ�DJDLQVW�KLV�FULWLFV�²�PDLQO\�DJDLQVW�WKH�FRQYH\RUV�RI�WKH�´ODLVVH]�UDLUH�
PHVVDJH�RI�QHRFODVVLFDO�PLFURHFRQRPLFV���µ�

7KDQNV�WR�KLV�´WRXJK�PLQGHGQHVV�µ�'DYLG��,�WKLQN��GLVJXLVHV�KLV�SRLQW�WKDW�
SDWK�GHSHQGHQFH�LPSOLHV�WKH�SRVVLELOLW\�RI�´PDUNHW�IDLOXUHµ�DQG�´HIILFLHQF\���µ�
´7R�EH�VXUH�µ�'DYLG�ZULWHV��´WKHUH�DUH�VRPH�XQGHUO\LQJ�FRQQHFWLRQV�EHWZHHQ�
WKH�H[LVWHQFH�RI�FRQGLWLRQV�WKDW�JLYH�ULVH�WR�SDWK�GHSHQGHQFH�LQ�HFRQRPLF�
SURFHVVHV��DQG�WKH�SRVVLELOLW\�WKDW�WKH�ZRUNLQJV�RI�FRPSHWLWLYH�PDUNHWV�LQ�WKRVH�
FLUFXPVWDQFHV�ZRXOG�UHVXOW�LQ�DOORFDWLRQV�WKDW�DUH�LQHIILFLHQW���µ�1HYHUWKHOHVV��
KH�H[SOLFLWO\�ZULWHV��´$QDO\WLFDOO\��KRZHYHU��LW�UHPDLQV�D�WRWDO�QRQ�VHTXLWXU�WR�
DVVHUW�WKDW�WKH�HVVHQFH�RI�SDWK�GHSHQGHQFH�²�D�SURSHUW\�GHILQHG�IRU�DQDO\VHV�RI�
G\QDPLFDO�DQG�VWRFKDVWLF�SURFHVVHV�²�FRQVLVWV�LQ�DVVHUWLQJ�SURSRVLWLRQV�
UHJDUGLQJ�WKH�SRVVLELOLW\�RI�¶PDUNHW�IDLOXUH·�WKDW�ZHUH�SURYHG�ILUVW�LQ�WKH�FRQWH[W�
RI�SXUHO\�VWDWLF�DQG�GHWHUPLQLVWLF�PRGHOVµ��'DYLG���������6XFK�OLQHV�FDQ�EH�
UHDG�DV�FRUUHFWLRQV�WR�'DYLG·V�SUHYLRXV�ZRUNV�RQ�4:(57<��EXW�UHDGLQJ�
EHWZHHQ�OLQHV��WKH�UHDGHU�JHWV�WKH�LPSUHVVLRQ�WKDW�HYHQ�LQ�KLV�UHSOLHV�WR�KLV�
FULWLFV�KH�VWLOO�KDV�LQ�PLQG�WKDW�SDWK�GHSHQGHQFH�LV�D�SKHQRPHQRQ�WKDW�KDYH�
FRPH�WR�OLIH�DV�D�FRQVHTXHQFH�RI�´ELJ�HYHQWV���µ�,Q�IDFW��LQ�WKH�IROORZLQJ�
SDVVDJHV�RI�WKH�VDPH�ZRUN��'DYLG�ZULWHV��

)URP�WKLV�YDQWDJH�SRLQW��$UWKXU·V��������SKUDVH�¶ORFN�LQ�E\�VPDOO�KLVWRULFDO�HYHQWV·�
LV� HYLGHQWO\� D� JORVV� WKDW� VKRXOG� QRW� EH� UHDG� WRR� OLWHUDOO\�� LW� LV� D� FRQYHQLHQW�
FRQWUDFWLRQ�RI�WKH�IRUHJRLQJ�UHIHUHQFH�WR�WKH�ZD\�LQ�ZKLFK�WUDSSLQJ�UHJLRQV�PD\�EH�
HQWHUHG� ²� DOWKRXJK� VRPHZKDW� XQIRUWXQDWH�� LQ� DOORZLQJ� D� KDVW\� UHDGHU� WR� VXSSRVH�
WKDW� WKH� DQWHFHGHQW� HYHQWV� VRPHKRZ�KDYH� FUHDWHG� WKH� ORFDO� VWDELOLW\�� RU� ORFNHG�LQ�
VWDWH��



� ���

7R�FRQFOXGH��,QIHULRULW\�LV�QRW�WKH�SRLQW��

8QGHU�WKH�FLUFXPVWDQFHV�ZKHUH�SDWK�GHSHQGHQFH�UXOHV�ZKDW�PDWWHU�DUH�RIWHQ�
WKH�LVVXHV�RWKHU�WKDQ�HIILFLHQF\�DQG�RSWLPDOLW\���,Q�IDFW��'DYLG�KDV�ZULWWHQ�WKDW�
´VHOI�UHLQIRUFLQJ�G\QDPLFV�WKDW�VXFK�H[WHUQDOLWLHV�VHW�LQ�PRWLRQ�LV�D�VRXUFH�RI�
SDWK�GHSHQGHQFH�µ�DQG�LW�VKRXOGQ·W�SDVV�ZLWKRXW�QRWLFH�²�HVSHFLDOO\�LQ�WKH�
´ZHOIDUH�HFRQRPLFV�RI�WHFKQRORJ\�VWDQGDUGV�DQG�VWDQGDUGL]DLWLRQ�LQ�WKH�
FRQWH[W�RI�QHWZRUN�LQGXVWULHVµ��'DYLG���������3REOLF�DJHQWV��'DYLG�DUJXHV��
VKRXOG�EH�DZDUH�WKDW�WKH�WDUJHWV�PD\�QRW�EH�KLW�DIWHU�D�VHULHV�RI�SROLF\�
GHOLEHUDWLRQV�LI�WKH�VHTXHQWLDO�FRQVHTXHQFHV�RI�SROLFLHV�VXJJHVWHG�IHDWXUH�SDWK�
GHSHQGHQW�SURSHUWLHV���3XEOLF�DJHQWV�SHUIRUP�EHVW�LQ�LQIOXHQFLQJ�WKH�IXWXUH�
WUDMHFWRULHV�RI�D�QHWZRUN�WHFKQRORJ\�ZKHQ�WKH\�NQRZ�YHU\�OHVV�DERXW�ZKDW�
VKRXOG�EH�GRQH���7KH�GLOHPPD�²�WKH�´EOLQG�JLDQW·V�TXDQGDU\�µ�DV�'DYLG�FDOOV�LW�
²�DULVHV�DV�D�FRQVHTXHQFH�RI��

LGHQWLI\LQJ�WKH�FKDUDFWHULVWLFV�RI�WKH�SDUWLFXODU�WHFKQRORJ\�WKDW�XVHUV�HYHQWXDOO\�ZLOO�
FRPH�WR�YDOXH�PRVW�KLJKO\��DQG�GLVFRYHULQJ�LI�GLIIHUHQFHV�PLJKW�H[LVW�EHWZHHQ�WKH�
SRWHQWLDOLWLHV� WKDW� WKH� DYDLODEOH� YDULDQWV� KDYH� IRU� XQGHUJRLQJ� IXWXUH� WHFKQLFDO�
HQKDQFHPHQW�DV�D�UHVXOW�RI�FXPXODWLYH��LQFUHPHQWDO�LQQRYDWLRQ���3UHVFULELQJ�DFWLRQ�
JXLGHOLQHV�IRU�¶EOLQG�JLDQWV·�LV�D�GXELRXV�EXVLQHVV�DW�EHVW��'DYLG��������

7KH�EHVW�VWUDWHJ\�IRU�WKH�SXEOLF�DJHQW�XQGHU�WKH�FLUFXPVWDQFHV�LQ�ZKLFK�´ORFN�
LQ�RI�DQ�LQIHULRU�WHFKQRORJ\�PXVW�EH�FRQVLGHUHG�D�KLJK�SUREDELOLW\�RXWFRPHµ�LV�
WR�NHHS�WR�HQFRXUDJH�WKH�FRQWLQXDWLRQ�RI�WKH�LQWURGXFWLRQ�RI�QHZ�5	'�
WHFKQRORJLHV�GLUHFWHG�DW�GHYHORSLQJ�QHZ�YDULDQWV�RI�WKH�HVWDEOLVKHG�WHFKQRORJ\�
LQ�WKH�LQGXVWU\���:KDW�PDWWHUV�PRVW�IRU�D�SROLF\�PDNHU�LV�WKHQ�WKDW�WKH�
FRQVHTXHQFHV�RI�D�VHULHV�RI�SROLF\�GHOLEHUDWLRQV�PD\�QRW�DOZD\V�EH�´SHUIHFWµ�²�
´SHUIHFWLRQµ�WR�EH�XQGHUVWRRG�KHUH�LQ�WKH�VHQVH�RI�UHDFKLQJ�H[�SRVW�DW�WKH�
WDUJHWV�WKDW�ZHUH�VHW�H[�DQWH���(IILFLHQF\�DQG�RSWLPDOLW\�PD\�EH�UHSODFHG�E\��IRU�
LQVWDQFH��HTXLW\��FRPSHWLWYHQHVV��DQG�QRYHOW\���)RU�HYHQ�WKRXJK�HIILFLHQF\�DQG�
RSWLPDOLW\�DUH�DFKLHYHG�LQ�ZD\�RI�HQFRXUDJLQJ�DQG�VXVWDLQLQJ�YROXQWDU\�
VWDQGDUG�ZULWLQJV�E\�LQGLYLGXDO�ILUPV�LQ�WKH�LQGXVWU\��JUDQWLQJ�H[FOXVLYH�
SURSHUW\�ULJKWV�WR�LQGLYLGXDOV�WKDW�ZRXOG�HQMR\�PDUNHW�GRPLQDQFH�DV�D�
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FRQVHTXHQFH�RI�FROOHFWLQJ�PRQRSRO\�UHQWV�DV�´WRXUQDPHQW�SUL]Hµ�PLJKW�
HYHQWXDOO\�WXUQ�RXW�EH�D�VWRU\�RI�HUURU�DQG�IDLOXUH�²�FDXVLQJ�GLYHUJHQFH�IURP�
WKH�SDWK�WKDW�ZDV�H[�DQWH�SUHGLFWHG���´$V�DQ�HQJLQHHULQJ�WDVN�µ�'DYLG�ZULWHV��
´WKH�ZULWLQJ�RI�VWDQGDUGV�LQYROYHV�D�FRQWLQXDO�LQWHUSOD\�EHWZHHQ�HIIRUWV�WR�EH�
FXUUHQWO\�FRVW�HIIHFWLYH�DQG�DPELWLRQV�WR�¶SXVK�WKH�VWDWH�RI�WKH�DUW�·�LQ�ZKLFK�LW�
LV�TXLWH�QDWXUDO�IRU�QHZ�GHVLJQV�WR�EH�SURSRVHG�HYHQ�ZKHQ�WKH\�DUH�QRW�PHDQW�
WR�VHUYH�DV�SODFH�KROGHUV�IRU�QDVFHQW�FRPSHWLWRUVµ��'DYLG����������

,QIHULRULW\�LV�QRW�LQWULQVLF�RU�LQKHUHQW�WR�DQ\�W\SH�RI�WHFKQRORJ\�LQ�DQ\�
EXVLQHVV���7HFKQRORJLHV�UDWKHU�EHFRPH�HFRQRPLFDOO\�RU�VRFLDOO\�XQGHVLUDEOH�
ZKHQ�EHWWHU�WHFKQRORJLHV�EHFRPH�SRVVLEOH�LQ�RQH�RI�WKH�QHLJKERXULQJ�
LQVWLWXWLRQDO��DQG�PRUDO��JHRJUDSKLHV���(YHU\�KDSSHQLQJ�ORFNV�WKH�
FLUFXPVWDQFHV�LQWR�D�KXJH�ERG\�²�EH�LW�D�´WHFKQRORJLFDO�SDUDGLJPµ�RU�
´LQVWLWXWLRQDO�PDWUL[µ�²��WKH�VWRULHV�RI�ZKLFK�LV�VRPHWLPHV�VWRULHV�RI�VXFFHVV�
DQG�VRPHWLPHV�VWRULHV�RI�HUURUV�DQG�IDLOXUHV���$V�WKH�$PHULFDQ�SKLORVRSKHU�
-RKQ�'HZH\�KDG�RQFH�UHSRUWHG��´WUXWKVµ�LQ�SKLORVRSK\�´DUH�LQ�IDFW�RQO\�
V\VWHPDWL]HG�PLVWDNHV�DQG�SUHMXGLFHV�RI�RXU�DQFHVWRUV���0DQ\�RI�WKHP�
RULJLQDWHG�LQ�DFFLGHQW��PDQ\�LQ�FODVV�LQWHUHVW�DQG�ELDV��SHUSHWXDWHG�E\�DXWKRULW\�
IRU�WKLV�YHU\�UHDVRQµ��'HZH\�������������7KH�LURQ\�IRU�WKH�LQQRYDWRU�LV�WKDW�
WKHUH�DUH�FRQWLQJHQFLHV�LQ�HFRQRPLF�DQG�VRFLDO�OLIH�²�FRQWLQJHQFLHV�ZKLFK�FDQ�
QHYHU�GLVVROYH�WKH�GRXEW�WKDW�GRLQJ�ZHOO�DW�HYHU\�VLQJOH�VWHS�LQ�OLIH�GRHV�QRW�
QHFHVVDULO\�HTXDO�WKH�OLIH�KLVWRU\�WR�DQRWKHU�VXFFHVV�VWRU\���,Q�IDFW��HUURUV�DQG�
IDLOXUH�DUH�SDUW�RI�KXPDQ�GRLQJ��

:RUNV�&LWHG�

$UURZ��.HQQHWK�-����������´,QFUHDVLQJ�5HWXUQV��+LVWRULRJUDSKLF�,VVXHV�DQG�
3DWK�'HSHQGHQFHµ�(XURSHDQ�-RXUQDO�RI�WKH�+LVWRU\�RI�(FRQRPLF�7KRXJKW���������

$UWKXU��%ULDQ����������´&RPSHWLQJ�7HFKQRORJLHV��,QFUHDVLQJ�5HWXUQV��DQG�
/RFN�LQ�E\�+LVWRULFDO�(YHQWVµ�(FRQRPLF�-RXUQDO������>5H�SULQWHG�LQ�$UWKXU���
������
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$UWKXU��%ULDQ���������,QFUHDVLQJ�5HWXUQV�DQG�3DWK�'HSHQGHQFH�LQ�WKH�(FRQRP\�
�0LFKLJDQ��8QLYHUVLW\�RI�0LFKLJDQ�3UHVV���

$UWKXU��%ULDQ����������´,QFUHDVLQJ�5HWXUQV�DQG�WKH�7ZR�:RUOGV�RI�
%XVLQHVVµ�+DUYDUG�%XVLQHVV�5HYLHZ�������-XO\�$XJXVW��

%ODXJ��0DUN����������(FRQRPLF�7KHRU\�LQ�5HWURVSHFW��&DPEULGJH��&KLFDJR�
8QLYHUVLW\�3UHVV���

%RXOGLQJ��.���(����������´$IWHU�6DPXHOVRQ��ZKR�1HHGV�$GDP�6PLWK"µ�
+LVWRU\�RI�3ROLWLFDO�(FRQRP\����

&KDUOHV�0DFND\���������([WUDRUGLQDU\�3RSXODU�'HOXVLRQV�DQG�WKH�0DGQHVV�RI�
&URZGV��7KUHH�5LYHUV�3UHVV���

&ROEHUW��'DYLG����������(\HZLWQHVVHV�WR�:DOO�6WUHHW��1<��%URDGZD\�%RRNV���

&ROHPDQ����������´7DNLQJ�RXW�WKH�3LQV��(FRQRPLFV�DV�$OLYH�DQG�/LYLQJ�LQ�
WKH�+LVWRU\�RI�(FRQRPLF�7KRXJKWµ�(FRQRPLF�3DSHUV��������

'DYLG��3DXO���������´7UDQVSRUW�,QQRYDWLRQ�DQG�(FRQRPLF�*URZWK��
3URIHVVRU�)RJHO�RQ�DQG�RII�WKH�5DLOVµ�(FRQRPLF�+LVWRU\�5HYLHZ��������

'DYLG��3DXO����������7HFKQLFDO�&KRLFH�,QQRYDWLRQ�DQG�(FRQRPLF�*URZWK��
�&DPEULGJH��&KLFDJR�8QLYHUVLW\�3UHVV���

'DYLG��3DXO����������´&OLR�DQG�WKH�(FRQRPLFV�RI�4:(57<µ�$PHULFDQ�
(FRQRPLF�5HYLHZ���������

'DYLG��3DXO����������´8QGHUVWDQGLQJ�WKH�(FRQRPLFV�RI�4:(57<��7KH�
1HFHVVLW\�RI�+LVWRU\µ�,Q�3DUNHU��HG�����������

'DYLG��3DXO����������´7KH�'\QDPR�DQG�WKH�&RPSXWHU��$Q�+LVWRULFDO�
3HUVSHFWLYH�RQ�WKH�0RGHUQ�3URGXFWLYLW\�3DUDGR[µ�$PHULFDQ�(FRQRPLF�5HYLHZ�
������
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'DYLG��3DXO����������´+HURHV�+HUGV�DQG�+\VWHUHVLV�LQ�7HFKQRORJLFDO�
+LVWRU\��¶7KH�%DWWOH�RI�6\VWHPV�5HFRQVLGHUHG·µ�,QGXVWU\�DQG�&RUSRUDWH�&KDQJH����

'DYLG��3DXO����������´3DWK�'HSHQGHQFH�DQG�WKH�4XHVW�IRU�+LVWRULFDO�
(FRQRPLFV��2QH�0RUH�&KRUXV�RI�WKH�%DOODG�RI�4:(57<µ�8QLYHUVLW\�RI�2[IRUG�
'LVFXVVLRQ�3DSHUV�LQ�(FRQRPLF�DQG�6RFLDO�+LVWRU\�1XPEHU����1RYHPEHU��

'DYLG��3DXO����������´$W�ODVW��D�5HPHG\�IRU�&KURQLF�4:(57<�
VNHSWLFLVPµ�3DSHU�SUHVHQWHG�DW�WKH�(XURSHDQ�6XPPHU�6FKRRO�LQ�,QGXVWULDO�'\QDPLFV�
&RUVH��)UDQFH��

'DYLG��3DXO���������´3DWK�GHSHQGHQFH��,WV�FULWLFV�DQG�WKH�4XHVW�IRU�
¶+LVWRULFDO�(FRQRPLFV·µ�6WDQIRUG�8QLYHUVLW\�'HSDUWPHQW�RI�(FRQRPLFV�:RUNLQJ�3DSHU�
1R����������>5H�SULQWHG�LQ�*DUURXVWH�DQG�,RDQQLGLV��������@�

'DYLG��3DXO����������´3DWK�'HSHQGHQFH�DQG�+LVWRULFDO�6RFLDO�6FLHQFH��$Q�
,QWURGXFWRU\�/HFWXUHµ�6,(335�'LVFXVVLRQ�3DSHU�1R���������6WDQIRUG�,QVWLWXWH�
IRU�(FRQRPLF�3ROLF\�5HVHDUFK��

'DYLG����������´3DWK�GHSHQGHQFH�LQ�(FRQRPLFV�3URFHVVHV��,PSOLFDWLRQV�
IRU�3ROLF\�$QDO\VLV�LQ�'\QDPLFDO�6\VWHP�&RQWH[WVµ�,Q�'RSIHU��HG�����������

'HZH\��-RKQ����������5HFRQVWUXFWLRQ�LQ�3KLORVRSK\��1<��0HQWRU�%RRNV���

'LDPRQG��-DUHG����������*XQV��*HUPV��DQG�6WHHO��7KH�)DWHV�RI�+XPDQ�6RFLHWLHV�
�1<�DQG�/RQGRQ��:���:���1RUWRQ�	�&R���

'LDPRQG��-DUHG����������&ROODSVH��+RZ�6RFLHWLHV�&KRRVH�WR�)DLO�RU�6XFFHHG�
�9LNLQJ�$GXOW���

*DUURXVWH�DQG�,RDQQLGHV��HGV��������������(YROXWLRQ�DQG�3DWK�'HSHQGHQFH�LQ�
(FRQRPLF�,GHDV��3DVW�DQG�3UHVHQW��&KHOWHQKDP��(GZDUG�(OJDU�3XEOLVKLQJ���

*H\O��3LHWHU����������������7KH�1HWKHUODQGV�LQ�WKH�6HYHQWHHQWK�&HQWXU\����7ZR�
YROXPHV���1<��%DUQHV�DQG�1REOH���
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*LQVEHUJ��0RUULV����������7KH�,GHD�RI�3URJUHVV��$�5HYDOXDWLRQ��%RVWRQ��%HDFRQ�
3UHVV���

/DZVRQ��7RQ\����������(FRQRPLFV�DQG�5HDOLW\��/RQGRQ�DQG�1<��5RXWOHGJH��

/LHERZLW]��6WDQOH\�-���DQG�6WHSKHQ�(���0DUJROLV����������´7KH�)DEOH�RI�WKH�
.H\Vµ�-RXUQDO�RI�/DZ�DQG�(FRQRPLFV�$SULO����

/LHERZLW]��6WDQOH\�-���DQG�6WHSKHQ�(���0DUJROLV�������D���´3DWK�
'HSHQGHQFH��/RFN�LQ��DQG�+LVWRU\µ�-RXUQDO�RI�/DZ��(FRQRPLFV��DQG�2UJDQL]DWLRQ�
���$SULO��

/LHERZLW]��6WDQOH\�-���DQG�6WHSKHQ�(���0DUJROLV�������E���´3ROLF\�DQG�3DWK�
'HSHQGHQFH��)URP�4:(57<�WR�:LQGRZV���µ�&DWR�5HJXODWLRQ����������

/LHERZLW]��6WDQOH\�-���DQG�6WHSKHQ�(���0DUJROLV����������´3DWK�
'HSHQGHQFHµ�RQ�WKH�ZHE�VLWH�RI�(+���1(7�DW�KWWS���HK���
QHW�OLVWV�DUFKLYHV�HK���UHV�QRY�������������SKS�>$FFHVVHG�0D\�����@�

/LHERZLW]��6WDQOH\�-���DQG�6WHSKHQ�(���0DUJROLV����������´3DWK�
'HSHQGHQFHµ��3DOJUDYH�'LFWLRQDU\�RI�(FRQRPLFV�DQG�/DZ��/RQGRQ��0DFPLOODQ���

0F&ORVNH\��'HLUGUH���������(�6HPLQDU�RQ�3DWK�'HSHQGHQFH�DW�
ZZZ�HK�QHW����

0F&ORVNH\��'HLUGUH����������%RXUJHRLV�9LUWXHV��(WKLFV�IRU�DQ�$JH�RI�&RPPHUFH���
�&KLFDJR��&KLFDJR�8QLYHUVLW\�3UHVV���

6LPRQ��+HUEHUW����������´5DWLRQDO�&KRLFH�DQG�WKH�6WUXFWXUH�RI�WKH�
(QYLURQPHQWµ�3V\FKRORJLFDO�5HYLHZ��������

9DQ�9OHFN��9D�1HH����������´'HOLYHULQJ�FRDO�E\�5RDG�DQG�5DLO�LQ�%ULWDLQ��
7KH�(IILFLHQF\�RI�WKH�¶6LOO\�/LWWOH�%REWDLOHG·�&RDO�:DJRQVµ�-RXUQDO�RI�(FRQRPLF�
+LVWRU\���������>5HSULQWHG�LQ�6SXOEHU����HG��������������@�
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9DQ�9OHFN��9D�1HH����������´,Q�'HIHQVH��$JDLQ��RI�¶6LOO\�/LWWOH�%REWDLOHG·�
&RDO�:DJRQV��$�5HSO\�WR�3HWHU�6FRWWµ�-RXUQDO�RI�(FRQRPLF�+LVWRU\����������

9HEOHQ��7KRUVWHLQ����������,PSHULDO�*HUPDQ\�DQG�WKH�,QGXVWULDO�5HYROXWLRQ�
�/RQGRQ��0DFPLOODQ���

9URPHQ��-DFN����������(YROXWLRQ�DQG�(IILFLHQF\��$Q�,QTXLU\�LQWR�WKH�)RXQGDWLRQV�
RI�1HZ�,QVWLWXWLRQDO�(FRQRPLFV��'HOIW��(EXURQ�3XEOLVKHUV���

:LOOLDPVRQ����������´7UDQVDFWLRQ�&RVW�(FRQRPLFV�DQG�2UJDQL]DWLRQ�
7KHRU\µ�,QGXVWULDO�DQG�&RUSRUDWH�&KDQJH�������

=LOLDN��6WHYH�DQG�'HLUGUH�0F&ORVNH\����������´6WDQGDUG�(UURU�RI�
5HJUHVVLRQµ�-RXUQDO�RI�(FRQRPLF�/LWHUDWXUH����������

=LOLDN��6WHYH�DQG�'HLUGUH�0F&ORVNH\����������´6L]H�0DWWHUV��7KH�6WDQGDUG�
(UURU�RI�5HJUHVVLRQV�LQ�WKH�$(5µ�-RXUQDO�RI�6RFLR�(FRQRPLFV��������


