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7KH 2O\PSLF *DPHV DUH D JOREDO HYHQW UHFXUULQJ HYHU\ IRXU \HDUV IHDWXULQJ ERWK VXPPHU DQG

ZLQWHU VSRUWV� HDFK RIILFLDOO\ ODVWLQJ DURXQG WZR ZHHNV� 7KH JDPHV DUH D PDVVLYH QHWZRUNLQJ

RSSRUWXQLW\ IRU DWKOHWHV� EXVLQHVV OHDGHUV� DQG JRYHUQPHQW RIILFLDOV �%R\NRII� ������ )URP

HFRQRPLVWV DQG SROLWLFLDQV¶ SHUVSHFWLYHV� WKH 2O\PSLFV LV QRW PHUHO\ D VSRUWLQJ HQWHUWDLQPHQW

HYHQW� EXW D FRPELQDWLRQ RI RSSRUWXQLWLHV WR FKDQJH WKHLU FLWLHV¶ UHSXWDWLRQV� EULQJ LQ LQFUHDVHG

WRXULVP� DV ZHOO DV ODERU IRUFHV LQWR WKH DUHD �.DVLPDWL� ������ )RU H[DPSOH� WKH 6RXWK .RUHDQ

3UHVLGHQW LQ WKH ����V DQG ��V ELG RQ WKH 2O\PSLFV DV D PHDQV WR FUHDWH QDWLRQDO UHYLYDO IURP

SRVW�ZDU� SRVW�FRORQL]DWLRQ WUDXPD �%ULGJHV� ������ 5HVHDUFKHUV KDYH IRXQG WKDW FRXQWULHV WKDW

KDYH D KLJK XQHPSOR\PHQW UDWH EXW H[SHFWHG GHYHORSPHQW� VLJQLILFDQWO\ EHQHILW IURP KRVWLQJ WKH

2O\PSLFV��+LOOHU�DQG�:DQQHU��������

'XH WR WKHVH IDFWRUV� FLWLHV KDYH EHHQ FRPSHWLQJ DQG ELGGLQJ WR KRVW WKH 2O\PSLF *DPHV LQ WKHLU

UHVSHFWLYH FRXQWULHV� ZLWK KRSHV WKDW LW ZLOO EULQJ DZDUHQHVV� DWWHQWLRQ� WRXULVP� DQG PDQ\ PRUH

HFRQRPLF DGYDQFHV �.DVLPDWL� ������ 7KH ,QWHUQDWLRQDO 2O\PSLF &RPPLWWHH �,2&� VHOHFWV WKH

KRVW FLW\ RI HDFK JDPH VHYHQ \HDUV SULRU WR HDFK HYHQW� 7KH SURFHVV LWVHOI LV GLVFUHWH DQG LQYROYHV

VHYHUDO URXQGV RI YRWLQJ� WR EHVW DSSRLQW WKH FLW\ WKDW ZRXOG SURGXFH WKH PRVW UHYHQXHV DQG

UHFRJQL]DEOH EHQHILWV IRU WKH FRXQWU\ �0DHQQLJ DQG 9LHUKDXV� ������ 'HVSLWH WKLV RQJRLQJ

WUDGLWLRQ IRU RYHU D FHQWXU\� PDQ\ HFRQRPLVWV DQG JRYHUQPHQW RIILFLDOV RI FRXQWULHV KDYH VWLOO \HW

WR GHFLGH ZKHWKHU WKH 2O\PSLFV WUXO\ EULQJV DQ\ HFRQRPLF EHQHILW IRU WKH FLW\ �%U�FNQHU DQG

3DSSD��������=LPEDOLVW��������
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7KH SDSHU GLVFXVVHV KRZ KRVWLQJ WKH 2O\PSLFV PD\ VWDUW WR KDYH DQ LPSDFW RQ WKH FRXQWU\¶V

HFRQRP\ IURP WKH EHJLQQLQJ RI WKH ELGGLQJ SURFHVV� LQVWHDG RI PHDVXULQJ WKH FKDQJHV LQ

HFRQRP\ DIWHU WKH 2O\PSLF *DPHV� 8VLQJ 2VFDU -RUGj¶V /RFDO 3URMHFWLRQ �/3� PHWKRG RI DQ

LPSXOVH UHVSRQVH IXQFWLRQ �,5)�� WKLV SDSHU ILQGV WKH FKDQJHV LQ YDULRXV WUHQGV DIWHU WKH QHZV RI

WKH ELGGLQJ� 8VLQJ WKH DYDLODEOH GDWD RI PDFURHFRQRPLF YDULDEOHV RI FRXQWULHV DOO DURXQG WKH

ZRUOG� WKH UHVHDUFK IXUWKHU H[SORUHV KRZ WKH FRXQWULHV WKDW ELG H[SHULHQFH FDSLWDO GHHSHQLQJ�

FURZGLQJ RXW� DQG RYHU�H[SHQGLWXUH WKURXJK WKH VSDQ RI ELGGLQJ� SUHSDULQJ� DQG KRVWLQJ WKH

2O\PSLFV� $V D UHVXOW� ZH ILQG WKDW KRVWLQJ WKH 2O\PSLFV LV HFRQRPLFDOO\ EHQHILFLDO IRU WKH

FRXQWULHV WKDW DUH FKRVHQ WR KRVW WKH 2O\PSLFV ± DQG WKHVH EHQHILWV XOWLPDWHO\ VWDUW WR SUHVHQW

WKHPVHOYHV VWDUWLQJ IURP WKH ELGGLQJ VWDJHV RI WKH 2O\PSLFV� 7KH SDSHU ZLOO GLVFXVV KRZ WKLV

XQIROGV�ZLWK�WKH�XVH�RI�SURGXFWLYLW\�RI�RXWSXW�DQG�H[SHQGLWXUH�RI�WKH�FRXQWU\�

������%DFNJURXQG

����(FRQRPLF�&RVWV�DQG�%HQHILW

5HFHQWO\� UHVHDUFKHUV KDYH IRXQG WKDW ZKLOH WKH HFRQRPLFDO KRVWLQJ EHQHILWV KDYH EHHQ YDVWO\

PLQLPDO� PDQ\ FLWLHV VWLOO ELG IRU WKH VDNH RI JDLQLQJ D SRVLWLYH UHSXWDWLRQ DV DQ KRQRUDU\ KRVW

�2ZHQ� ����� %U�FNQHU DQG 3DSSD� ����� 0DHQQLJ DQG 9LHUKDXV� ������ %R\NRII ������ VDLG

³WKH EUXWDO WUXWK IRU WKH ,2& LV WKDW IHZHU DQG IHZHU FLWLHV DUH WR KRVW WKH 2O\PSLFV´ �+HUVK�

������ 7KHUH DUH FRQWURYHUVLDO RSLQLRQV RI ZKHWKHU WKH 2O\PSLFV SURYLGH HFRQRPLF EHQHILWV� DQG

WKLV QHZV KDV EHFRPH LQFUHDVLQJO\ SRSXODU GXH WR WKH UHFHQW RXWEUHDN RI &RYLG���� XOWLPDWHO\

SRVWSRQLQJ WKH ���� 7RN\R 2O\PSLFV� 7KHUH KDV EHHQ DQ LQFUHDVH LQ FRQYHUVDWLRQ RQ WKH ODFN RI

LPSDFW WKH 2O\PSLFV KDV QRW RQO\ GXH WR WKH GHFUHDVH LQ YLHZHU UDWLQJV RI 2O\PSLFV
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EURDGFDVWHUV� EXW DOVR D VXUJH LQ PXOWLSOH HQWHUWDLQPHQW DQG VRFLDO PHGLD VRXUFHV HOVHZKHUH RQ

YDULRXV�SODWIRUPV�

+RZHYHU� FRQWUDU\ WR SRSXODU EHOLHI� WKH UHFHQW 2O\PSLFV� VXFK DV WKH ���� 9DQFRXYHU 2O\PSLFV

DQG ���� 5LR 2O\PSLFV� WKH FRVWV KDYH UHPDLQHG XQGHU ��� ELOOLRQ� HYHQ ZKLOH WKH FRVWV RI WKH

EURDGFDVWLQJ ULJKWV KDYH LQFUHDVHG IURP D FRXSOH PLOOLRQ GROODUV WR �� ELOOLRQ �6FDQGL]]R DQG

3LHUOHRQL� ������ ,Q DGGLWLRQ� HYHU\ 2O\PSLFV VLQFH WKH ���� WR ���� KDV KDG DQ RSHUDWLRQDO

VXUSOXV LQ FRVWV LQ WKH 2UJDQL]LQJ &RPPLWWHH IRU WKH 2O\PSLF *DPHV �2&2*�� $OVR� EHFDXVH

PDQ\ FRXQWULHV KDYH FKDQJHG WKH YLVLRQ RI KRVWLQJ WKH 2O\PSLFV IRU FXOWXUDO H[SDQVLRQ IRU WKH

IXWXUH��WKH�JRDO�KDV�VKLIWHG�OHVV�IURP�DQ�HFRQRPLF�VWDQGSRLQW�WR�D�ORQJ�WHUP�FXOWXUDO�SHUVSHFWLYH�

7KH FRVW DQG EHQHILW DQDO\VHV RI KRVWLQJ WKH 2O\PSLFV LQFOXGHV VHYHUDO HQGRJHQRXV YDULDEOHV WKDW

DUH GLUHFWO\ UHODWHG WR HDFK KRVWLQJ FRXQWU\� 6RPH RI WKHVH YDULDEOHV LQFOXGH VSRQVRUVKLS IURP

FRPSDQLHV� EXLOGLQJ QHZ VWDGLXPV� WHPSRUDU\ KRXVLQJ IRU DWKOHWHV� DGGLQJ URDGV� DQG HQKDQFLQJ

DLUSRUWV� PRVWO\ IDFLOLW\ LPSURYHPHQWV HQFXPEHULQJ WD[ GROODUV �%DDGH DQG 0DWKHVRQ� ������ ,W

LV XQIHDVLEOH WR GLVUHJDUG WKH FRVWV LQFOXGHG LQ KRVWLQJ D ZRUOGZLGH VSRUWLQJ HYHQW LQFOXGLQJ

FRVWV IRU LQIUDVWUXFWXUH� IDFLOLWLHV� VHFXULW\� VHUYLFHV� WUDQVSRUWDWLRQ� DGYHUWLVHPHQW� DQG VR PXFK

PRUH� ,W FRXOG DOVR LQFOXGH VRPH VRFLDO DQG HQYLURQPHQWDO FRVWV WKDW PD\ QRW EH HYLGHQW GXULQJ

WKH WLPH RI WKH JDPHV EXW FRXOG LPSDFW WKH FLWLHV¶ DPELHQFH ORQJ�WHUP� ,Q UHDOLW\� XQGHUGHYHORSHG

FRXQWULHV DUH PRUH OLNHO\ WR KDYH WR LQYHVW LQ WUDQVSRUWDWLRQ� WHOHFRPPXQLFDWLRQV� KRVSLWDOLW\�

VHFXULW\� DQG VSRUWV LQIUDVWUXFWXUH LQ FRPSDULVRQ WR GHYHORSHG FRXQWULHV �=LPEDOLVW� ������ 7KH

,2& DQG LQWHUQDWLRQDO VSRUWV IHGHUDWLRQV �,)V�� LQ WKH SULRU ELGGLQJ SURFHVV� UHTXLUHG WR EXLOG

LQIUDVWUXFWXUH WKDW FRVW WHQV DQG ELOOLRQV RI GROODUV� ZKLFK GRHV QRW W\SLFDOO\ FRUUHVSRQG WR WKH
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GHYHORSPHQW QHHGV RI D FLW\ �=LPEDOLVW� ������ %XW WKHUH DUH DOVR FRQIRXQGLQJ YDULDEOHV WKDW

LQHYLWDEO\ RFFXU ZLWK WKH FLUFXPVWDQFH RI HDFK WLPH SHULRG� OLNH WKH &RYLG��� SDQGHPLF� 7KH

���� 7RN\R 2O\PSLF ZDV GHOD\HG XQWLO DIWHU DQ HQWLUH \HDU GXH WR WKH SHUYDVLYHQHVV RI &RYLG���

JOREDOO\ �6XHQDJD DQG 7DNHGD� ������ 7KH 2O\PSLFV GLGQ¶W DOORZ DQ\ LQ�SHUVRQ DXGLHQFHV�

ZKLFK LV XVXDOO\ D ELJ UHYHQXH VRXUFH IRU WKH 2O\PSLFV ± HVSHFLDOO\ VLQFH WKH DXGLHQFH WKDW FRPH

WR WKH VWDGLXPV DOVR YDVWO\ FRQWULEXWH WR WKH WRXULVW UHYHQXHV IRU WKH FLWLHV� 2SSRUWXQLW\ FRVWV DUH

DOVR GLIILFXOW WR FDOFXODWH FRQVLGHULQJ WKH WLPH DQG HIIRUW HDFK FRXQWU\ VSHQGV RQ KRVWLQJ WKH

HYHQW� 8OWLPDWHO\� NHHSLQJ DOO WKHVH YDULDEOHV LQ PLQG� WKLV SDSHU ZLOO H[DPLQH KRZ WKH LPSDFW RI

WKH�QHZV�RI�D�FRXQWU\¶V�ELG�LPSDFWV�GLIIHUHQW�PDFURHFRQRPLF�YDULDEOHV�RI�WKH�FRXQWULHV�

7KH EHJLQQLQJ RI WKLV VLJQLILFDQW LQFUHDVH LQ ILQDQFLQJ IRU WKH 2O\PSLF *DPHV EHJDQ LQ ����

�=LPEDOLVW� ������ ,Q WKH VXPPHU RI ����� 0RQWUHDO� &DQDGD KRVWHG WKH *DPHV DQG DFTXLUHG D

GHEW RI ��� ELOOLRQ GROODUV� ZKLFK WRRN DSSUR[LPDWHO\ �� \HDUV WR SD\ RII �=LPEDOLVW� ������ $W D

VLPLODU WLPH� GXULQJ WKH ELGGLQJ SURFHVV RI WKH ���� 'HQYHU 2O\PSLFV� WKHUH ZHUH ³FLWLQJ

HVFDODWLQJ FRVWV� D WD[ KLNH� SRWHQWLDO HFRORJLFDO VFDUULQJ� DQG D SRSXODWLRQ H[SORVLRQ WKDW FRXOG

UDLVH WKH FRVW RI OLYLQJ´ DQG WKXV WKH DFWLYLVWV FRQYLQFHG YRWHUV WKDW WKH 2O\PSLFV ZRXOG EH

GDQJHURXV DQG KDUPIXO IRU 'HQYHU DQG WKH VXUURXQGLQJ DUHDV �%R\NRII� ������ 'XH WR WKLV� QR

RWKHU FLW\ ZDQWHG WR ELG IRU WKH QH[W VHW RI 6XPPHU *DPHV ZKLFK ZDV VXSSRVHGO\ WKH ���� /$

2O\PSLFV WKDW LV QRZ UHQRZQHG IRU WKH 2O\PSLFV WKDW KDG VSHQW WKH OHDVW DPRXQW RI PRQH\�

'XULQJ WKH ELGGLQJ SURFHVV IRU WKH ���� *DPHV� /$ DJUHHG WR KRVW ZLWK DQ DJUHHPHQW ZLWK WKH

,2& WR QRW KDYH QR ILQDQFLDO REOLJDWLRQ �=LPEDOLVW� ������ 7KH 86 KDG MXVW IRFXVHG RQ UHFHLYLQJ

PRQH\ IRU WKH JOREDO WHOHYLVLRQ ULJKWV DQG PRQH\ IURP FRUSRUDWH VSRQVRUV� ZLWK PLQLPDO FRVWV

�%ULGJHV� ������ $V D UHVXOW� D ORW RI FRXQWULHV DQG SHRSOH LQ WKH PHGLD EHOLHYHG WKDW KRVWLQJ WKH
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HYHQW JHQHUDWHG ELOOLRQV RI GROODUV LQ SURILW EHFDXVH PDLQO\ WKHUH ZHUH DOUHDG\ VHYHUDO IDFLOLWLHV

�%DDGH DQG 0DWKHVRQ� ������ 6XEVHTXHQWO\� GHVSLWH WKH IDOVH LQDFFXUDWH LQIRUPDWLRQ� WKH

UHSXWDWLRQ IRU KRVWLQJ WKH 2O\PSLFV KDG UHYLYHG DJDLQ� DQG WKHUH KDG DOVR EHHQ FKDQJHV JOREDOO\

ZLWK KRVW FRXQWU\ EHQHILWV IRU LQFUHDVHG 79 FRPPHUFLDOL]DWLRQ DQG VSRQVRUVKLS� DQ DVSHFW RI WKH

*DPHV�WKDW�ZDV�QRW�SUHVHQW�EHIRUH��=LPEDOLVW��������

7KLV RQJRLQJ GHEDWH DQG DQDO\VLV RI FDVH VWXGLHV IURP SDVW 2O\PSLFV VXJJHVW WKDW KRVWLQJ WKH

2O\PSLFV LV H[WUHPHO\ FRPSOLFDWHG DQG WKDW WKH FRVWV DQG EHQHILWV RI KRVWLQJ WKH 2O\PSLFV LV QRW

EODFN DQG ZKLWH� 7KH FDVHV DERYH DQG WKH VFRSH RI WKH UHVHDUFK UHJDUGLQJ WKH HFRQRPLF

LPSOLFDWLRQV RI KRVWLQJ WKH 2O\PSLFV KDV DOVR VKRZQ XQIRUWXQDWH UHVXOWV� 7KH FXUUHQW FRQVHQVXV

RI WKH YLHZ RQ 2O\PSLFV LV WKDW ³WKH FRQWHPSRUDQHRXV DQG SRVW�KRVWLQJ HIIHFWV RI WKH 2O\PSLF

*DPHV RQ RXWSXW DQG DJJUHJDWH GHPDQG LV OLPLWHG

 �%U�FNQHU DQG 3DSSD� ������ ,Q RWKHU ZRUGV�

FLWLHV DQG FRXQWULHV QRZDGD\V XVXDOO\ LQYHVW LQ WKH 2O\PSLFV PRVWO\ EHFDXVH RI WKH SUHVWLJH

PRUH�WKDQ�DQ\WKLQJ�HOVH��%DDGH�DQG�0DWKHVRQ��������

����3URFHVV�RI�%LGGLQJ

7KH ILUVW VWHS RI WKH ELGGLQJ SURFHVV LQYROYHV WKH ,2& VHQGLQJ RXW LQYLWDWLRQDO OHWWHUV WR WKH

1DWLRQDO 2O\PSLF &RPPLWWHHV �12&V� WR VXEPLW WKH ELGV� W\SLFDOO\ DERXW ��� \HDUV EHIRUH WKH

DFWXDO 2O\PSLFV� 7KH 12& RI HDFK FRXQWU\ SOD\V WKH UROH RI GHFLGLQJ WKH RQH FLW\ WKDW ZLOO

UHSUHVHQW WKH FRXQWU\ IRU WKH ELGGLQJ SURFHVV �LQ FDVH WKHUH DUH PXOWLSOH FLWLHV ZLWKLQ WKH VDPH

FRXQWU\ ZDQWLQJ WR ELG IRU WKH VDPH 2O\PSLFV�� 2QFH WKH 12& SLFNV WKH FLWLHV� WKH\ VXEPLW

DSSOLFDWLRQV DQG ILQDQFLDO JXDUDQWHHV IURP VWDNHKROGHUV DV WKH ILUVW GRFXPHQW URXQG� UHYLHZHG

RYHU ��� PRQWKV� :KLOH WKH FULWHULD DUH QRW FHUWDLQ� WKHUH DUH SRWHQWLDO YDULDEOHV WKDW WKH ,2&
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VHHPV WR ORRN DW IRU VXFFHVVIXO ELGV� LQFOXGLQJ JRYHUQPHQW VXSSRUW� WUDQVSRUW IDFLOLWLHV�

DFFRPPRGDWLRQ IDFLOLWLHV� ILQDQFH� WHOHFRPPXQLFDWLRQ� VHFXULW\� DQG PRUH �0DHQQLJ DQG

9LHUKDXV� ������ $ IHZ PRUH FLWLHV PDNH LW WR WKH QH[W URXQG� LQ ZKLFK RQFH DJDLQ FLWLHV SUHVHQW

D GHWDLOHG SURSRVDO UHJDUGLQJ WKHLU KRVWLQJ SURMHFW� DV ZHOO DV D GLUHFW HYDOXDWLRQ RI WKH VLWH E\

,2& FRPPLVVLRQHUV� ,2& PHPEHUV YRWH IRU HDFK FDQGLGDWH FLWLHV LQ D GHPRFUDWLF ZD\ SUHFHGLQJ

WKHVH�FRXUVHV�RI�DFWLRQ��7KH�FLW\�DERYH�����RI�WKH�YRWH�ZLOO�EH�HOHFWHG��-DLQ��������

%LGGLQJ IRU WKH 2O\PSLFV KDV DOZD\V EHHQ D FRPSHWLWLYH SURFHVV� $FFRUGLQJ WR 0F%ULGH �������

VXEPLWWLQJ D ELG WR WKH ,2& WR KRVW WKH 2O\PSLFV FRVWV DQ DYHUDJH RI ��� PLOOLRQ RQ D VXFFHVVIXO

ELG� 7RN\R¶V ���� ELG IRU WKH ���� 6XPPHU 2O\PSLFV ZDV D PHUH ���� PLOOLRQ� OHDYLQJ WKH

FRXQWU\ LQ PDMRU ORVVHV GXH WR WKH VWUXJJOHV WKURXJKRXW WKH SDQGHPLF �0F%ULGH� ������ :KLOH LW

PD\ EH GXH WR WKH FRVWV� LW ZDVQ¶W XQWLO WKH ���� 5LR 2O\PSLFV WKDW ERWK ELGGLQJV IRU ZLQWHU DQG

VXPPHU 2O\PSLFV KDYH GHFUHDVHG IURP DQ DYHUDJH RI � WR RQO\ � ELGV HDFK IRU ���� :LQWHU DQG

���� 6XPPHU �0F%ULGH� ������ ,Q ���� DQG ����� WKH QHZHVW ,2& SUHVLGHQW 7KRPDV %DFK PDGH

FRQWLQXRXV HIIRUWV WR FRQYLQFH FLWLHV WR ELG IRU WKH 2O\PSLFV� DOVR E\ PDNLQJ QHZ DSSURDFKHV IRU

KRVW HOHFWLRQ SURFHVVHV �=LPEDOLVW� ������ %HIRUH ����� WKH ELJJHVW SUREOHPV WKDW WKH ,2&

UHFRJQL]HG IURP WKH ELGGLQJ SURFHVV ZHUH ��� KLJK FRVWV IURP FLWLHV WU\LQJ WR RXWELG HDFK RWKHU

DQG ��� UHSXWDWLRQDO ULVN LQYROYLQJ OREE\LQJ DQG HWKLFDO SUREOHPV� $FFRUGLQJ WR WKH ,2&� ELGGHUV

ZHUH UHTXLUHG WR ILQG DQG XVH H[LVWLQJ RU WHPSRUDU\ YHQXHV� RWKHU WKDQ KDYLQJ WR EXLOG HYHU\WKLQJ

IURP�VFUDWFK�

:LQQLQJ WKH ELG LV DQ LQGLFDWRU IRU WKH FLWLHV WR SODQ WKHLU QH[W VHYHQ \HDUV FDWHULQJ HIILFLHQWO\ WR

VXFFHVVIXOO\ KRVWLQJ WKH 2O\PSLFV� 7KHUHIRUH� ZH SUHGLFW WKDW WKH GHFLVLRQ RI EHLQJ VHOHFWHG WR
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KRVW WKH IRUWKFRPLQJ HYHQWV ZLOO KDYH DQ LPSDFW RQ WKH FLW\ HYHQ SULRU WR WKH JDPHV� )URP WKLV�

ZH K\SRWKHVL]H WKDW WKH UHVXOWV RI WKH ELG KDV D GLUHFW HIIHFW RQ YDULRXV HFRQRPLF IDFWRUV VXFK DV

QDWLRQDO�VSHQGLQJV��LQIODWLRQ�UDWHV��HPSOR\PHQW�UDWHV��DQG�FDSLWDO�

����:KDW�LV�1HZV�6KRFN"

³$ QHZV VKRFN LPSOLHV SRWHQWLDO LPSDFWV RQ WKH G\QDPLF DGMXVWPHQW SURFHVV WKDW FKDQJH QRW

RQO\ WKH YRODWLOLW\ EXW DOVR WKH ORQJ�UXQ VWHDG\ VWDWH OHYHOV RI HQGRJHQRXV HFRQRPLF YDULDEOHV´

�/DQJHU� 0DHQQLJ� 	 5LFKWHU� ������ ,Q RWKHU ZRUGV� LW LV H[SHFWHG WKDW EXVLQHVVHV RU WKH

HFRQRP\ LV LPSDFWHG VROHO\ DQG GLUHFWO\ E\ WKH EDVLV RI H[SHFWDWLRQV� WKXV QHZV VWRULHV �%DUVN\

	 6LPV� ������ ,PSO\LQJ WKLV WR WKH 2O\PSLF ELGGLQJ UHVXOWV� WKHUH ZLOO DOUHDG\ EH D GLIIHUHQFH

EHWZHHQ WKH FLWLHV WKDW ORVW WKH 2O\PSLF ELGV YHUVXV WKRVH WKDW KDG ZRQ WKH ELGV� ³$JHQWV UHFHLYH

D VLJQDO WRGD\ UHJDUGLQJ HFRQRPLF GHYHORSPHQWV WRPRUURZ� VXFK DV KLJKHU SURGXFWLYLW\ JURZWK�

DQG LPPHGLDWHO\ DGMXVW WKHLU FRQWHPSRUDQHRXV LQYHVWPHQW� FRQVXPSWLRQ� DQG ZRUN GHFLVLRQV´

�)pYH��0DWKHURQ��	�6DKXF��������

,Q UHODWLRQ WR WKH 2O\PSLF *DPHV� HFRQRPLVWV KDYH VWDUWHG WR ZRQGHU ZKHWKHU WKHUH DUH QHZV

VKRFNV LQYROYLQJ WKH DQQRXQFHPHQWV RI WKH ELGV �/DQJHU� 0DHQQLJ� DQG 5LFKWHU� ������ 7R

DQVZHU WKH TXHVWLRQ UHJDUGLQJ WKH GHOD\HG HIIHFWV RI WKH HFRQRPLF UHVXOWV RI WKH 2O\PSLFV�

%U�FNQHU DQG 3DSSD ZHQW WKURXJK GLIIHUHQW QHZV VKRFN DQDO\VLV IURP WKH VWDUW RI WKH ELGGLQJ

SURFHVV� 7KH UHVXOWV LQGLFDWH WKDW WKH H[�DQWH HIIHFWV RI KRVWLQJ WKH *DPHV RQ HFRQRPLF JURZWK

DUH VWDWLVWLFDOO\ VLJQLILFDQW� 7KH 2O\PSLFV LV DQ HYHQW LQ ZKLFK HYHQ WKH SURFHVV IRU ELGGLQJ LV

DVVRFLDWHG ZLWK KXJH DQWLFLSDWLRQ� VR WKH GHFLVLRQ WR DSSO\� ZLQQLQJ D ELG� DQG KRVWLQJ WKH JDPHV�

DOO KDYH DQ LPSDFW LQ VHYHUDO PDFURHFRQRPLF YDULDEOHV� VWDUWLQJ IURP DW OHDVW � WR � \HDUV EHIRUH
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WKH DFWXDO HYHQW �%U�FNQHU DQG 3DSSD� ������ )ROORZLQJ WKH ELGGLQJ SURFHVV� WKH FRXQWU\ VWDUWV WR

SODQ VSHFLILF LWLQHUDULHV IRU WKHLU ILQDQFLDO UHSRUWV� VSRQVRUVKLSV� ZKHUH WKH\ ZLOO FUHDWH QHZ

IDFLOLWLHV� DQG PRUH� 'XH WR WKLV� LW LV LQHYLWDEOH IRU WKH HFRQRPLF VFRSH RI WKH FLW\ WR FKDQJH

LPPHGLDWHO\ IROORZLQJ WKH UHVXOW RI WKH ELG� 7KH FRXQWULHV WKDW KDG ORVW WKH ELG� RQ WKH RWKHU KDQG�

ZLOO VHH FKDQJHV LQ WKHLU DQWLFLSDWHG JRYHUQPHQW VSHQGLQJ DQG H[SHFWHG ³VDYLQJV´ DQG

³H[SHQVHV´ IURP VSRQVRUVKLS FRPSDQLHV DQG DOO RWKHU FRUSRUDWLRQV LQYROYHG� :LWK WKLV

H[SHFWDWLRQ� WKH SDSHU ZLOO GHOYH LQWR WKH QHZV VKRFN RI WKH ELGGLQJ QHZV RI KRVWLQJ WKH

2O\PSLFV�DQG�LWV�HFRQRPLF�LPSOLFDWLRQV�

:H ZLOO GLVFXVV KRZ WKH WLPLQJ RI QHZ LQIRUPDWLRQ� LPSDFWV PDFURHFRQRPLF IDFWRUV LQFOXGLQJ

JURVV GRPHVWLF SURGXFW �*'3�� LQIODWLRQ UDWH� FRQVXPSWLRQ OHYHOV� XQHPSOR\PHQW OHYHOV� DQG

PRUH� 6SHFLILFDOO\� WKH SDSHU ZLOO H[SORUH KRZ WKH GHOLYHU\ RI QHZV RI D SDUWLFXODU FLW\ ZLQQLQJ

WKH�ELG�IRU�WKH�2O\PSLFV�ZLOO�LPSDFW�WKH�IRUWKFRPLQJ�HFRQRP\�RI�WKH�FRXQWU\�

����,PSRUWDQFH�	�0RWLYDWLRQ

,Q WKH PLGVW RI WKH GHEDWH RI ZKHWKHU KRVWLQJ WKH 2O\PSLFV LV ZRUWK WKH PRQHWDU\ FRVWV WKDW

IROORZV� LW LV LPSRUWDQW WR VHH ZKHWKHU WKLV LV HIIHFWLYHO\ FDOFXODWHG� :RXOG WKH HFRQRPLF FKDQJHV

RFFXU SRVW WKH 2O\PSLFV" 2U GLUHFWO\ EHIRUH WKH HYHQWV EHJLQ ZKHQ D VXUJH RI WRXULVWV VWDUW

FRPLQJ LQ" 2U ZRXOG LW EH DIWHU VHYHUDO ZHHNV� DIWHU WKH QHDUE\ FRPPHUFLDO DUHDV VWDUW UHFHLYLQJ

WKHLU SXEOLF DWWHQWLRQ" %HIRUH ZULWLQJ WKLV SDSHU� ZH¶YH GHFLGHG WKDW WKLV FRXOG EH HIIHFWLYHO\

FDOFXODWHG�DURXQG�WKH�WLPH�ZKHQ�WKH�QHZV�DERXW�WKH�ELGV�KDYH�EHHQ�GHFLGHG�
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3HUVRQDOO\� WKLV WRSLF ZDV FRPSHOOLQJ WR PH EHFDXVH LW ZDV QRWLFHDEOH WKDW WKH 2O\PSLFV HDUQHG

OHVV PHGLD DWWHQWLRQ SURJUHVVLYHO\ WKURXJKRXW WKH SDVW FRXSOH RI \HDUV� $FFRUGLQJ WR 1%& QHZV

YLHZHU UDWLQJV� WKH ���� 7RN\R 2O\PSLFV KDG ��� OHVV YLHZHUV WKDQ WKH ���� 5LR 2O\PSLFV�

:KLOH WKH XVDJH RI FDEOH 79 KDG DOVR VLJQLILFDQWO\ GHFUHDVHG GXULQJ WKH VDPH SHULRG� LW LV VWLOO

VXUSULVLQJ WR VHH D KXJH FKDQJH LQ SHRSOH¶V LQWHUHVW LQ D VKRUW DPRXQW RI WLPH� 7KH 2O\PSLFV LV

RQH RI WKH IHZ HYHQWV LQ WKH ZRUOG ZKLFK LQYROYHV HQWHUWDLQPHQW SDUWLFLSDWLRQ IURP PRVW

FRXQWULHV LQ WKH ZRUOG� 7KH RQO\ RQH 81�UHFRJQL]HG FRXQWU\ WKDW ZDV QHYHU UHSUHVHQWHG LQ WKH

2O\PSLFV LV 9DWLFDQ &LW\� EXW DW OHDVW RQH DWKOHWH IURP HDFK FRXQWU\ XVXDOO\ MRLQV� $IWHU

UHVHDUFKLQJ D OLWWOH ELW PRUH DERXW WKH WUHQG UHJDUGLQJ OHVV DWWHQWLYHQHVV LQ WKH *DPHV� WKHUH ZHUH

VHYHUDO QHZV VWRULHV DERXW OHVV FRXQWULHV ELGGLQJ IRU WKH 2O\PSLFV ± RQO\ WZR RU WKUHH LQ UHFHQW

\HDUV� /RRNLQJ LQWR WKH SURFHVV RI ELGGLQJ� , IRXQG RXW WKDW WKHUH ZHUH VHYHUDO SUREOHPV LQ WKH

SUHYLRXV VHOHFWLRQ SURFHVV� ,Q HIIRUWV WR FKDQJH WKLV� WKH ,2&� OHG E\ 7KRPDV %DFK� PDGH UHIRUPV

VWDUWLQJ ����� DQG ZDV XQDQLPRXVO\ DSSURYHG E\ ����� :LWK WKHVH UHFHQW FKDQJHV� LW ZRXOG EH

LQWHUHVWLQJ�WR�VHH�WKH�WUDMHFWRU\�RI�ZKHUH�WKLV�WDNHV�WKH�,2&�DQG�WKH�IXWXUH�RI�WKH�2O\PSLFV�

:KLOH WKH 2O\PSLF *DPHV ZHUH H[SORLWHG WR EH XVHG DJDLQVW SROLWLFDO SUREOHPV SUHYLRXVO\� LW LV

DOVR RQH RI WKH YHU\ IHZ JOREDO HYHQWV WKDW SURPRWHV D ³FHVVDWLRQ RI KRVWLOLWLHV DQG WKH GHIHUPHQW

RI FRQIOLFW´ �.LP� ������ ,W LV LPSRUWDQW WR FRQWLQXH WKH OHJDF\ RI WKH 2O\PSLFV� DV WKH *DPHV

KDYH EHHQ PDNLQJ VXUH WR DOORZ DWKOHWHV WR WUDYHO VDIHO\ WR SDUWLFLSDWH LQ WKH WRXUQDPHQWV� %\ WKH

WLPH 6HRXO� 6RXWK .RUHD ZRQ WKH 2O\PSLF ELGV WR KRVW LQ WKH ���� 2O\PSLFV� �� FRXQWULHV ZLWK

12&V GLG QRW KDYH IRUPDO GLSORPDWLF UHODWLRQVKLSV ZLWK WKH FRXQWU\ �%ULGJHV� ������ $IWHU WKH

���� 0RVFRZ 2O\PSLFV ER\FRWW LQLWLDWHG E\ WKH 8QLWHG 6WDWHV DQG WKH ���� /$ 2O\PSLFV

ER\FRWW LQLWLDWHG E\ WKH 8665� WKH ���� 6HRXO 2O\PSLFV ZDV WKH ILUVW JDPH LQ D ORQJ SHULRG RI
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WLPH LQ ZKLFK PRVW RI WKH ER\FRWWLQJ FRXQWULHV FDPH WRJHWKHU WR SDUWLFLSDWH LQ WKH JOREDO HYHQW�

:KLOH WKLV HYHQW ZDV FRQWURYHUVLDO� JHVWXUHV OLNH WKLV DUH D ZD\ IRU DWKOHWHV DQG IDQV IURP

UHVSHFWLYH FRXQWULHV WR FRPH WRJHWKHU� EXLOG FRPSDQLRQVKLS ZLWK RWKHUV� DQG OHDUQ PRUH DERXW

HDFK�RWKHU�

7KHUH LV RQO\ D IHZ H[LVWLQJ OLWHUDWXUH WKDW GLVFXVVHV WKH ELGV IRU WKH 2O\PSLFV� EXW HYHQ IHZHU

LQFOXGHV D WLPH VHULHV DQDO\VLV FRQVLGHULQJ WKH ELGGLQJ SURFHVV RI KRVWLQJ WKH 2O\PSLFV�

+RZHYHU� WKLV SDSHU ZLOO GLIIHU LQ WKDW ZH ZLOO XVH WKH /3 PHWKRG WKDW LV WKH PRVW DSSURSULDWH IRU

D SDQHO GDWDVHW VXFK DV WKH LQIRUPDWLRQ RQ WKH FRXQWULHV WKDW ELG RYHU WKH \HDUV� ,Q DGGLWLRQ�

ZKHUHDV H[LVWLQJ OLWHUDWXUH KDG ZRUNHG ZLWK GDWD UDQJLQJ IURP ���� WR ���� �%U�FNHU DQG 3DSSD�

������ WKLV SDSHU ZLOO ILOO LQ WKH JDS RI GDWD XS WR ����� D � \HDU SHULRG WKDW PDNHV XS IRU UHFHQW

HFRQRPLF�WUHQGV�

7KH SDSHU LV RUJDQL]HG DV IROORZV� 7KH PHWKRGV VHFWLRQ ZLOO VWDUW RII ZLWK D GHVFULSWLRQ RI WKH

WZR GDWDVHWV XVHG� 2O\PSLF ELGGLQJ KLVWRU\ DQG WKH 3HQQ :RUOG 7DEOH� 0HWKRGV ZLOO DOVR H[SODLQ

KRZ -RUGj¶V /RFDO 3URMHFWLRQ �/3� LV XVHG WR FDOFXODWH WKH QHZV VKRFN RI WKH 2O\PSLF ELG UHVXOWV�

6XPPDU\ VWDWLVWLFV LQ VHFWLRQ � VKRZV D EDVLF YLVXDO GHVFULSWLRQ RI WKH W\SH RI GDWD WKLV SDSHU

HPSOR\V� 6HFWLRQ �� LPSDFWV RI WKH HFRQRP\� LQFOXGHV DQ H[SODQDWLRQ RI WKH HPSLULFDO UHVXOWV�

DORQJ ZLWK KRZ WKH ILQGLQJV FRUUHVSRQG ZLWK EDVLF PDFURHFRQRPLF DVVXPSWLRQV� /DVW EXW QRW

OHDVW� VHFWLRQ � LV WKH FRQFOXVLRQ ZKLFK FRQVLVWV RI OLPLWDWLRQV DQG DGYDQFHPHQWV LQ OLWHUDWXUH WKDW

FRXOG�EH�PDGH�IRU�IXWXUH�VWXGLHV�
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������0HWKRGV

����/RFDO�3URMHFWLRQ�0HWKRG

6LQFH 2VFDU -RUGj KDG LQWURGXFHG /RFDO 3URMHFWLRQV �/3� LQ ����� D QHZ PHWKRGRORJ\ WR

HVWLPDWH LPSXOVH UHVSRQVHV� WKHUH KDV EHHQ D ORW RI GHEDWH DERXW WKH SURV DQG FRQV UHJDUGLQJ WKH

HIILFLHQF\ RI 9HFWRU $XWRUHJUHVVLRQ �9$5� HVWLPDWLRQ �/L� 3ODJERUJ�0¡OOHU� :ROI� ������ 7KHUH

DUH PDQ\ GLIIHUHQW ZD\V WR FDOFXODWH QHZV VKRFNV� 9$5� FUHDWHG E\ &KULVWRSKHU 6LPV� LV XVHG WR

FDOFXODWH KRZ WKH HFRQRP\ UHVSRQGV WR GLIIHUHQW PDFURHFRQRPLF YDULDEOHV� VXFK DV JRYHUQPHQW

VSHQGLQJ� DQG KRZ LW LPSDFWV RWKHU YDULDEOHV OLNH *'3� FRQVXPSWLRQ� DQG UHDO ZDJH �5RWHPEHUJ

DQG :RRGIRUG� ����� %ODQFKDUG DQG 3HURWWL� ����� )DWDV DQG 0LKRY� ����� 0RXQWIRUG DQG 8KOLJ�

����� 3HURWWL� ����� &DOGDUD DQG .DPSV� ����� *DOL� /ySH]�6DOLGR� DQG 9DOOpV� ����� 5DPH\�

������ 9$5 DSSURDFKHV EHFDPH XELTXLWRXV WR VWXG\ WKH HIIHFWV RI ERWK PRQHWDU\ SROLF\

�%HUQDQNH DQG 0LKRY� ����� DQG ILVFDO SROLFLHV ± WKH XVH RI JRYHUQPHQW VSHQGLQJ DQG WD[

SROLFLHV WR LPSDFW PDFURHFRQRPLF YDULDEOHV� 5HJDUGOHVV� WKLV SDSHU ZLOO XVH WKH /3� EHFDXVH LW LV

DUJXDEO\ PRUH SUHIHUDEOH IRU SDQHO GDWDVHWV� 8QOLNH 9$5V� ZKLFK ZHUH RULJLQDOO\ RSWLPDOO\

GHVLJQHG IRU ³RQH�SHULRG DKHDG´ IRUHFDVWV� /3V GRQ¶W UHTXLUH HVWLPDWLRQ RI XQNQRZQ GDWD

JHQHUDWLQJ SURFHVVHV� PHDQLQJ WKDW WKH\ DUH OHVV LPSDFWHG E\ PLVVSHFLILFDWLRQ DQG DOORZ IRU

QRQ�OLQHDULWLHV RI WKH HTXDWLRQ �$EEULWWL� (TXL]�*RxL� 3HUH] GH *UDFLD� DQG 7UDQL� ������ ,Q RWKHU

ZRUGV� WKH\ DUH PRUH UREXVW WKDQ 9$5V IRU PLVVSHFLILFDWLRQ �&DOPqV DQG 7KpRUHW� ������ 7KH

-RUGj PHWKRG KDV DOVR EHHQ XVHG LQFUHDVLQJO\ WKURXJKRXW WKH SDVW FRXSOH RI \HDUV� 6WDUWLQJ IURP

����� VHPLQDO SDSHUV XVLQJ ORFDO SURMHFWLRQV KDYH LQFUHDVHG H[SRQHQWLDOO\� IURP OHVV WKDQ ��

FLWDWLRQV LQ ���� WR QHDUO\ ��� FLWDWLRQV LQ ���� �%UXJQROLQL� ������ :LWK UHFRJQLWLRQ IURP

VFKRODUO\ SDSHUV DQG WKH DWWULEXWHV WKDW PDWFK WKH SXUSRVH IRU RXU SDSHU� ZH KDYH GHFLGHG WKDW WKH
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/3 ZDV WKH EHVW PHWKRG ZH FDQ XVH WR HVWLPDWH LPSXOVH UHVSRQVHV IRU 2O\PSLF ELG QHZV VKRFNV�

/3V�IRU�SDQHO�GDWD�FDQ�EH�HVWLPDWHG�XVLQJ�

\L� W�K  ĮL� K � ȖW� K � VKRFNL� W � ȕƍK [L� W � İL� W�K ���

,Q ZKLFK K  �� �� «� + �+  ���� ZH DVVXPH WKDW WKH QHZV ZLQQLQJ WKH ELG �ZLQ� LV DQQRXQFHG

LQ \HDU �� DQG ZLOO VWDUW VHHLQJ LPSDFWV LQ \HDU �� \L� W�K LV WKH RXWFRPH YDULDEOH RI LQWHUHVW

LQGLFDWHG EHORZ LQ 7DEOH �� 8VLQJ 2/6 HVWLPDWLRQ ZLWK WKH /3 PHWKRG� ĮL� K LQGLFDWHV WKH IL[HG

HIIHFW RI WKH FRXQWU\ LQ LWV KRUL]RQ� ȖW� K LV WKH IL[HG HIIHFW RI \HDU� [L� W LV WKH YHFWRU RI WKH FRQWURO

YDULDEOHV� DQG VKRFNL� WK LQGLFDWHV WKH VKRFN YDULDEOH� LQ WKLV FDVH WKH ELGGLQJ DQG KRVWLQJ RI WKH

2O\PSLFV� 7KH IL[HG HIIHFW LV LPSRUWDQW WR QRWH EHFDXVH LW QRWHV IRU REVHUYDEOHV WKDW DUH VSHFLILF

WR WKH FRXQWU\� WKDW FDQQRW EH WUDFNHG ZLWK D ODUJH GDWDVHW LQFOXGLQJ ��� FRXQWULHV� EXW DUH OLNHO\

WR LPSDFW WKH UHVXOWV� 7KHUHIRUH� E\ FRQWUROOLQJ IRU WKH FRXQWU\
V IL[HG HIIHFWV� LW ZLOO OHVVHQ WKH

LPSDFW� %LGGLQJ DQG ZLQQLQJ IRU WKH 2O\PSLFV ZLOO PRVW OLNHO\ QRW LPSDFW WKH FRXQWULHV¶

WUDMHFWRU\�RI�PDFURHFRQRPLF�YDULDEOHV�VLJQLILFDQWO\�

7DEOH���

9DULDEOHV 'HILQLWLRQ �)HHQVWUD��,QNODDU��DQG�7LPPHU�������

FJGSR 2XWSXW�VLGH�UHDO�*'3�DW�FXUUHQW�SULFH

FFRQ 5HDO�FRQVXPSWLRQ�RI�KRXVHKROGV�DQG�JRYHUQPHQW

FQ &DSLWDO�VWRFN

HPS (PSOR\PHQW

LQY ,QYHVWPHQWV

FWIS 7RWDO�IDFWRU�SURGXFWLYLW\�DW�FXUUHQW�SULFH



��

FGD 5HDO�GRPHVWLF�DEVRUSWLRQ��UHDO�FRQVXPSWLRQ��FFRQ����LQYHVWPHQW��LQY��

ODEVK 6KDUH�RI�ODERU�FRPSHQVDWLRQ

FVKB[���FVKBP 1HW�H[SRUWV��VKDUH�RI�H[SRUWV�±�VKDUH�RI�LPSRUWV�

FVKBF���FVKBJ 7RWDO�VKDUH�RI�FRQVXPSWLRQ��KRXVHKROG�DQG�JRYHUQPHQW�

LUU ,QWHUHVW�UDWHV

ELG �ELQDU\��ZKHWKHU�FRXQWULHV�ELG�����RU�QRW�����LQ�WKDW�\HDU

ZLQQHU �ELQDU\��ZKHWKHU�FRXQWULHV�ZRQ�WKH�ELG�����RU�QRW�����LQ�WKDW�\HDU

KRVW �ELQDU\��ZKHWKHU�FRXQWULHV�KRVWHG�WKH�*DPHV�����RU�QRW�����WKDW�\HDU

����'DWD�'HVFULSWLRQ

�������*DPHV�%LGV

7KLV UHVHDUFK FRQVLVWV RI GDWD IURP WKH 3DVW 2O\PSLF +RVW (OHFWLRQ 5HVXOWV GDWDEDVH FROOHFWHG E\

*DPHV %LGV RI ERWK WKH 6XPPHU DQG :LQWHU 2O\PSLFV IURP ���� WR ����� ,W LQFOXGHV PRVW RI

WKH PHWKRGV LQ ZKLFK HDFK RI WKH FLWLHV KDG ZRQ �RU ORVW� WKH ELG� 0RVW FRXQWULHV KDG JRQH

WKURXJK WKH ELGGLQJ SURFHVV LQGLFDWHG DERYH LQ VHFWLRQ ���� LQ ZKLFK WKH ,2& PHPEHUV KDG

VHOHFWHG WKH FLWLHV IRU D PDMRULW\ �DERYH ���� YRWH� ,W DOVR LQGLFDWHV ZKHWKHU WKH FLWLHV KDG

ZLWKGUDZQ RU KDG EHHQ HOLPLQDWHG GXULQJ WKH SURFHVV� 8OWLPDWHO\� WKH GDWDVHW LQFOXGHV

REVHUYDWLRQV IRU FRXQWULHV� FLWLHV� \HDU RI ELG� \HDU RI ZKLFK 2O\PSLF LW ZDV ELGGLQJ IRU�

6XPPHU�:LQWHU 2O\PSLFV� WKH YRWHV WKH\ KDG UHFHLYHG WR ZLQ IURP URXQG � WKURXJK URXQG ��

ZLWKGUDZQ RU HOLPLQDWHG VWDWXV� ZLQQHU �KRVWLQJ FRXQWU\�� DQG WKRVH WKDW KDG ORVW WKH ELG� )RU WKH

ILQDO GDWD ZH ZRUNHG ZLWK� ZH LQFOXGHG REVHUYDWLRQV IURP ���� WR ���� ± D �� \HDU SHULRG�

7KHUH DUH �� FRXQWULHV WKDW KDYH DWWHPSWHG ELGGLQJ IRU WKH 2O\PSLFV GXULQJ WKLV WLPH� DOWKRXJK

VRPH FRXQWULHV DSSOLHG ZLWK PXOWLSOH FLWLHV �H[� 7KH 8QLWHG 6WDWHV KDV ELG IRU /RV $QJHOHV�

&KLFDJR��6DOW�/DNH�&LW\��$WODQWD��DQG�PRUH��



��

������3HQQ�:RUOG�7DEOH��3:7�

7KH 3HQQ :RUOG 7DEOH �3:7� YHUVLRQ ���� LV D GDWDEDVH ZLWK LQIRUPDWLRQ ZLWK OHYHOV RI LQFRPH�

RXWSXW� SURGXFWLYLW\� *'3 RI ��� FRXQWULHV� VWDUWLQJ IURP ���� WR ���� �VSHFLILF GHWDLOV DUH

LQFOXGHG LQ 7DEOH ��� 7KH WZR GDWDVHWV� *DPHV %LGV DQG 3:7� DUH PHUJHG WRJHWKHU JURXSHG E\

WKH \HDU DQG FRXQWU\� ,Q WRWDO� ZH ORRN DW GDWD RI ��� FRXQWULHV LQ WKH ZRUOG ZLWK *'3� RXWSXW

OHYHOV� LQFRPH OHYHOV� FRQVXPSWLRQ� DQG PRUH IURP ���������� PHUJHG DORQJ ZLWK WKH GDWD IURP

WKH ILUVW GDWDVHW �*DPHV %LGV�� ZLWK LQIRUPDWLRQ RQ ELGGLQJ FRXQWU\ �ELQDU\ ����� ZLQQLQJ

FRXQWU\ �ELQDU\ ����� DQG KRVW FRXQWU\ �ELQDU\ ����� 7KH ZLQQLQJ FRXQWU\ LV EDVHG RQ ZKHWKHU WKH

FRXQWU\ ZLQV WKH ELG IRU WKH LQGLFDWHG \HDU� 7KH KRVW FRXQWU\ LV EDVHG RQ ZKHWKHU WKH FRXQWU\ LV

KRVWLQJ DQ 2O\PSLF WKDW \HDU� :KLOH &XED �%LG <HDU� ���� DQG ����� DQG $QGRUUD �%LG <HDU�

����� KDYH KDG H[SHULHQFH LQ ELGGLQJ IRU WKH 2O\PSLFV LQ WKH SDVW� WKH WZR FRXQWULHV ZHUH QRW

LQFOXGHG LQ WKH ILQDO PHUJHG GDWDVHW EHFDXVH WKH 3:7 GLGQ¶W KDYH FRUUHVSRQGLQJ LQIRUPDWLRQ�

6RPH FRXQWULHV KDG PLVVLQJ LQIRUPDWLRQ RI GDWD IURP ���� WR ����� EXW ZDV UHSODFHG ZLWK 1$

ZLWK WKH SXUSRVH RI ILQGLQJ SDWWHUQV WKURXJKRXW D ORQJHU SHULRG� 7KH JRDO LV WR ILQG LI DQ\ RI WKH

PDFURHFRQRPLF YDULDEOHV KDYH VKRZQ VLJQLILFDQW FKDQJH DV D UHVXOW RI WKH FRXQWU\ ZLQQLQJ WKH

2O\PSLF ELGV YHUVXV WKRVH WKDW GLG QRW� EHIRUH WKH DFWXDO HYHQW RI WKH 2O\PSLFV� 6RPH RI WKH

YDULDEOHV XVHG ZHUH *'3 SHU &DSLWD� UHDO FRQVXPSWLRQ RI KRXVHKROGV DQG JRYHUQPHQW� UHDO

FRQVXPSWLRQ�SOXV�LQYHVWPHQW��FDSLWDO�VWRFN��DQG�UHDO�GRPHVWLF�DEVRUSWLRQ�



��

������6XPPDU\�6WDWLVWLFV

)LJXUH����,PSXOVH�5HVSRQVH�RI�WKH�KRVWLQJ�HIIHFWV�RI�ZLQQLQJ�WKH�ELGV�
1RWHV��(VWLPDWHV�RI�HTXDWLRQ�����ZKHQ�WKH��\�YDULDEOH�LQGLFDWHV�WKH�\HDU�RI�KRVWLQJ�2O\PSLFV�

7KH ILJXUH DERYH VKRZV WKH UHODWLRQVKLS EHWZHHQ WKH YDULDEOHV ³KRVW´ DQG ³ZLQQLQJ´� &RQVLGHU LI

D FRXQWU\ ZLQV WKH ELG LQ D FHUWDLQ \HDU� %DVHG RQ WKH ELGGLQJ SURFHVV H[SODLQHG DERYH LQ VHFWLRQ

���� WKH ³ZLQQLQJ´ HIIHFWV ZRXOG EH UHSUHVHQWHG DURXQG K  �� VLQFH WKH ELGGLQJ YRWHV IRU WKH

2O\PSLFV RFFXU � \HDUV EHIRUH WKH DFWXDO JDPHV� )LJXUH � UHDIILUPV WKLV SURFHVV� LQ ZKLFK WKHUH

LV D ��� LQFUHDVH LQ WKH SUREDELOLW\ RI KRVWLQJ WKH 2O\PSLFV � \HDUV GRZQ WKH OLQH� 7KH VPDOO

IOXFWXDWLRQV LQ \HDUV DIWHU WKH �WK \HDU LV EDVHG RQ FRXQWULHV WKDW KDG ZRQ WKH ELG IRU WKH

2O\PSLFV SUHYLRXVO\ IRU DQRWKHU JDPH� )RU H[DPSOH� WKH 86 ZRQ WKH ELG IRU WKH 'HQYHU :LQWHU

2O\PSLFV LQ ����� DQG WKH *DPHV ZHUH KRVWHG � \HDUV DIWHU� +RZHYHU� GXULQJ WKLV WLPH� WKH\ DOVR

ELG DQG ZRQ WKH /DNH 3ODFLG ���� 2O\PSLFV LQ ����� 'XH WR WKHVH RYHUODSV LQ WKH FRQVWDQW

ELGGLQJ SURFHVV� )LJXUH � KDV D OLWWOH ELW RI IOXFWXDWLRQ RYHU WKH KRUL]RQV� ,Q DGGLWLRQ� WKHUH ZHUH

FRQVWDQW FKDQJHV WR WKH 2O\PSLFV ELGGLQJ SURFHVV� VR WKH ELGGLQJ SDWWHUQ GLG QRW DOZD\V RFFXU

FRQVLVWHQWO\���\HDUV�SULRU�WR�KRVWLQJ�WKH�2O\PSLFV�



��

)LJXUH �� 3HU &DSLWD 0DFURHFRQRPLF 9DULDEOHV �*'3� &RQVXPSWLRQ� ,QYHVWPHQW� &DSLWDO 6WRFN�
IURP�����������LQ�6SDLQ
1RWHV� 7KH KRUL]RQWDO OLQHV DUH LQGLFDWLRQV RI � GLIIHUHQW FRQGLWLRQV� ��� GRWWHG EOXH OLQH� \HDU WKDW 6SDLQ ELG IRU WKH
2O\PSLFV� ��� OLJKW EOXH OLQH� \HDU WKDW 6SDLQ ZRQ WKH ELGV� ��� UHG OLQH� \HDU WKDW 6SDLQ KRVWHG WKH 2O\PSLFV� 7KH
[�D[LV LV UHSUHVHQWDWLYH RI UHDO *'3� FDSLWDO VWRFN� LQYHVWPHQW� DQG HPSOR\PHQW �LQ PLOOLRQV� GLYLGHG E\ SRSXODWLRQ�
DQG DUH DOO HVWLPDWHG ZLWK ORJDULWKPLF IXQFWLRQV� ,PSRUWDQW WR UHPHPEHU WKDW WKH ELGGLQJ QHZV RU KRVWLQJ QHZV RI
WKH�2O\PSLFV�LV�QRW�WKH�VROH�LQGLFDWRU�WR�WKH�FKDQJHV�LQ�WKHVH�UDWHV�

)LJXUH � LV UHSUHVHQWDWLYH RI 6SDLQ¶V HFRQRPLF WUDMHFWRU\ RYHU WKH \HDUV ���� WR ����� 7KH WRS

OHIW� WRS ULJKW� DQG ERWWRP OHIW JUDSKV �UHVSHFWLYHO\ UHSUHVHQWLQJ *'3 SHU FDSLWD� FDSLWDO VWRFN SHU

FDSLWD� DQG LQYHVWPHQW SHU FDSLWD� DOO VKRZ VLPLODU SDWWHUQV� :H REVHUYH D GHFUHDVH ULJKW EHIRUH

ZLQQLQJ WKH ELG IRU WKH 2O\PSLFV DQG WKHQ D VLJQLILFDQW LQFUHDVH XQWLO WKH \HDU RI KRVWLQJ WKH

2O\PSLFV� $IWHU 6SDLQ KRVWV WKH 2O\PSLFV� WKH LQFUHDVLQJ SDWWHUQ GZLQGOHV� EXW VWLOO JRHV XS�

(PSOR\PHQW SHU FDSLWD �ERWWRP ULJKW JUDSK�� RQ WKH RWKHU KDQG� KDV D VLJQLILFDQW LQFUHDVH DIWHU

WKH QHZV RI WKH ELGV XQWLO WKH \HDU EHIRUH WKH 2O\PSLFV LV KRVWHG� EXW LV IROORZHG E\ D VLJQLILFDQW

GHFUHDVH�LPPHGLDWHO\����\HDU��EHIRUH�WKH�2O\PSLF�*DPHV�
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)LJXUH �� 3HU &DSLWD 0DFURHFRQRPLF 9DULDEOHV �*'3� &RQVXPSWLRQ� ,QYHVWPHQW� &DSLWDO 6WRFN�
IURP�����������LQ�)UDQFH
1RWHV� 7KH KRUL]RQWDO OLQHV DUH LQGLFDWLRQV RI � GLIIHUHQW FRQGLWLRQV� ��� GRWWHG EOXH OLQH� \HDU WKDW )UDQFH ELG IRU WKH
2O\PSLFV� ��� OLJKW EOXH OLQH� \HDU WKDW )UDQFH ZRQ WKH ELGV� ��� UHG OLQH� \HDU WKDW )UDQFH KRVWHG WKH 2O\PSLFV� 7KH
[�D[LV LV UHSUHVHQWDWLYH RI UHDO *'3� FDSLWDO VWRFN� LQYHVWPHQW� DQG HPSOR\PHQW �LQ PLOOLRQV� GLYLGHG E\ SRSXODWLRQ�
DQG DUH DOO HVWLPDWHG ZLWK ORJDULWKPLF IXQFWLRQV� ,PSRUWDQW WR UHPHPEHU WKDW WKH ELGGLQJ QHZV RU KRVWLQJ QHZV RI
WKH�2O\PSLFV�LV�QRW�WKH�VROH�LQGLFDWRU�WR�WKH�FKDQJHV�LQ�WKHVH�UDWHV�

)LJXUH � LQFOXGHV REVHUYDWLRQV IRU )UDQFH RI WKH VDPH YDULDEOHV DV LQ )LJXUH �� 2QFH DJDLQ� ZH

VHH DQ LQFUHDVH LQ *'3 SHU &DSLWD LQ DOO WKUHH WLPHOLQHV ������ ����� ����� ZKHQ )UDQFH ZRQ WKH

ELGV IRU KRVWLQJ WKH XSFRPLQJ 2O\PSLFV� *'3 SHU FDSLWD� FDSLWDO VWRFN SHU FDSLWD� DQG

LQYHVWPHQW SHU FDSLWD �WRS OHIW� WRS ULJKW� ERWWRP OHIW JUDSK RI )LJXUH �� DOO VKRZ D SRVLWLYH

SDWWHUQ GXULQJ WKH WLPH RI WKH ELG XQWLO WKH \HDU RI WKH 2O\PSLF *DPHV� (PSOR\PHQW SHU FDSLWD

GHFUHDVHV LQ SUHSDUDWLRQ IRU WKH ILUVW 2O\PSLF *DPHV VKRZQ RQ WKH JUDSK� +RZHYHU� DV ZH

REVHUYHG LQ WKH HPSOR\PHQW SHU FDSLWD IRU 6SDLQ� LQ SUHSDUDWLRQ IRU WKH VHFRQG )UDQFH 2O\PSLF



��

*DPHV� WKHUH LV D VXGGHQ LQFUHDVH LQ HPSOR\PHQW SHU FDSLWD� EXW GHFUHDVHV D \HDU RU WZR EHIRUH

WKH�DFWXDO�KRVWLQJ�\HDU�

)LJXUHV � DQG � LQGLFDWH DQ LQFUHDVH LQ *'3 DQG FDSLWDO VWRFN SHU FDSLWD LQ UHVSRQVH WR WKH QHZV

RI ZLQQLQJ WKH 2O\PSLF ELGV� %RWK REVHUYDWLRQV DOVR VKRZHG SDWWHUQV RI D VOLJKWHU LQFUHDVH LQ

JURZWK UDWH DIWHU WKH DFWXDO 2O\PSLFV ± ZKLFK SUHGLFWV WKDW WKH DQWLFLSDWLRQ RI KRVWLQJ WKH

2O\PSLFV FRXOG KDYH EURXJKW XS WKH UDWHV IRU ERWK YDULDEOHV� EXW DOVR GHFUHDVH DIWHU WKH DFWXDO

HYHQW RFFXUV DQG DQWLFLSDWLRQ GLHV GRZQ� $GGLWLRQDOO\� WKH HPSOR\PHQW UDWH SDWWHUQV VHHP WR

LQFUHDVH LPPHGLDWHO\ DIWHU WKH QHZV RI ZLQQLQJ WKH ELGV� EXW DOVR IDOO DW D IDVW UDWH D \HDU RU WZR

EHIRUH WKH *DPHV� 7KLV FRXOG EH DQ LQGLFDWLRQ WKDW WKH FRXQWU\ LV HPSOR\LQJ D VLJQLILFDQW QXPEHU

RI SHRSOH LQ WKH ODERU IRUFH WR SUHSDUH IRU KRVWLQJ WKH 2O\PSLFV� ZKLFK LQYROYHV VWUDWHJLF

PDUNHWLQJ SODQQLQJ� ORJLVWLFV LQ EXLOGLQJ LQIUDVWUXFWXUH� DQG PDQ\ PRUH� :LWK LQFUHDVH LQ FDSLWDO

VWRFN GXULQJ WKH VDPH WLPH� WKH RYHUDOO SURGXFWLRQ OHYHO RI WKH FRXQWU\ ZRXOG KDYH LQFUHDVHG�

WKHUHE\ LQFUHDVLQJ *'3� 7KHVH REVHUYDWLRQV DUH IURP WZR GLIIHUHQW FRXQWULHV 6SDLQ DQG )UDQFH�

ZLWK RQO\ WKUHH GLIIHUHQW H[DPSOHV RI WKH ZLQQLQJ DQG KRVWLQJ RI WKH *DPHV� 7R IXUWKHU

XQGHUVWDQG WKH WUHQGV RI WKH LPSDFW ZLQQLQJ WKH ELG KDV IRU SURGXFWLRQ OHYHOV� ZH ZRXOG QHHG WR

REVHUYH WKH ,5)V IRU DOO FRXQWULHV WKDW ZRQ WKH ELGV� LQ FRPSDULVRQ WR WKRVH WKDW KDYH QHYHU ZRQ

WKH�ELG��RU�HYHQ�QHYHU�ELG�

������,PSDFWV�RQ�WKH�(FRQRP\

7KH SXUSRVH RI FRQGXFWLQJ WKLV VWXG\ ZDV WR REVHUYH WZR GLIIHUHQW DVSHFWV RI WKH HFRQRPLF

EHQHILWV�RI�KRVWLQJ�WKH�2O\PSLFV�

�� ,V WKHUH DQ LPSDFW RI PDFURHFRQRPLF YDULDEOHV PHUHO\ EDVHG RQ WKH QHZV RI KRVWLQJ RI

WKH�2O\PSLFV�LQ�D�FHUWDLQ�FRXQWU\"



��

�� ,I WKH TXHVWLRQ DERYH LV WUXH� WKHQ KRZ DUH WKHVH YDULDEOHV FKDQJLQJ DQG DUH WKH\ KDYLQJ D

SRVLWLYH�LPSDFW�RQ�WKH�HFRQRP\"

,Q UHVSRQVH WR WKH VHFRQG TXHVWLRQ� WKLV SDSHU ZLOO GHOYH LQWR WZR GLIIHUHQW DVSHFWV RI

PDFURHFRQRPLFV� RXWSXW SURGXFWLRQ DQG H[SHQGLWXUH� ,Q )LJXUHV � DQG �� ZH REVHUYHG D

SRVVLELOLW\ IRU DQ LQFUHDVHG OHYHO RI RXWSXW ZLWK FDSLWDO DQG HPSOR\PHQW LQFUHDVLQJ DW WKH VDPH

WLPH DIWHU WKH ELGGLQJ UHVXOWV RI WKH 2O\PSLFV� UHVXOWLQJ LQ D KLJKHU *'3� ,Q RUGHU WR XQGHUVWDQG

WKH VFRSH RI WKH NLQGV RI LPSDFW WKH 2O\PSLF ELGV DUH JLYLQJ WKH HFRQRP\� ZH IXUWKHU REVHUYHG

KRZ�LW�LPSDFWHG�WKH�OHYHO�RI�SURGXFWLRQ�

<  )�.LW�/LW� ���

< LQGLFDWHV WKH OHYHO RI RXWSXW� . DQG / UHSUHVHQW WKH DPRXQW RI FDSLWDO DQG ODERU WKDW JRHV LQWR

SURGXFLQJ WKH RXWSXW� )LJXUH � RXWOLQHV KRZ FDSLWDO DQG ODERU FKDQJHV ZLWK WKH QHZV VKRFN RI

ZLQQLQJ�WKH�ELG�
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)LJXUH �� /RFDO SURMHFWLRQV RI *'3� &DSLWDO 6WRFN� ,QYHVWPHQW� DQG (PSOR\PHQW SHU &DSLWD LQ
UHVSRQVH�WR�ELGGLQJ�UHVXOWV�
1RWHV� 7KH EODFN OLQHV WKDW UXQ WKURXJK WKH PLGGOH DUH WKH SRLQW HVWLPDWHV DQG WKH VKDGHG DUHDV DUH UHVSHFWLYHO\ ���
DQG ��� FRQILGHQFH LQWHUYDOV� $OO YDULDEOHV DUH HVWLPDWHG ZLWK ORJDULWKPLF IXQFWLRQV� WKHUHIRUH FDQ EH LQWHUSUHWHG DV
HODVWLFLWLHV��7KH�ODJ�RI�DOO�WKH�YDULDEOHV�DUH�E\���KRUL]RQ��K���\HDU�

)LJXUH � FRQWDLQV WKH ,5)V RI KRZ PDFURHFRQRPLF YDULDEOHV DUH LPSDFWHG WKURXJK WKH ELGGLQJ

UHVXOWV RYHU D KRUL]RQ RI �� \HDUV �K  ���� 7KH QHZV VKRFN LV FDOFXODWHG EDVHG RQ ZKHWKHU WKH

FRXQWU\ ZLQV WKH ELG IRU WKH 2O\PSLFV� :H QRWLFH DQ LQFUHDVH LQ DOO WKH YDULDEOHV LPPHGLDWHO\

IROORZLQJ WKH QHZV� 7KHVH HIIHFWV DOVR VWDUW VKRZLQJ WUHQGV RI GHFUHDVLQJ UDWHV DW DERXW K  ���

6SHFLILFDOO\� LQ WKH WRS OHIW JUDSK RI )LJXUH �� *'3 SHU FDSLWD LQFUHDVHV E\ DERXW �� DQG VWHDGLO\

LQFUHDVHV HYHQ DIWHU WKH 2O\PSLFV XQWLO ��� WR DERXW K  ��� 7KH UDWHV DUH FRQVLVWHQWO\ SHUVLVWHQW

XQWLO K  ��� 7KH RXWFRPH IRU FDSLWDO VWRFN SHU FDSLWD LQ WKH WRS ULJKW JUDSK VKRZV DQ LQFUHDVH WR



��

DERXW �� FRQVLVWHQWO\ XQWLO K  ��� DQG WKHQ WKH UDWH VWDUWV WR GHFUHDVH� 7KH UDWHV GHFUHDVH WR ]HUR

E\ WKH ��WK \HDU� 7KH ERWWRP OHIW JUDSK LV LQYHVWPHQW SHU FDSLWD ZKLFK VXUJHV WR ��� E\ K  � DQG

SHDNV DW K  ��� 7KHUH LV D GLS� EXW D TXLFN UHERXQG DW DURXQG K  �� ,W GHFOLQHV WR ]HUR E\ K  ���

(PSOR\PHQW SHU FDSLWD RQ WKH ERWWRP ULJKW JUDSK� LQFUHDVHV DQG SHDNV WR DERXW �� DW K  ��

7KHUH�LV�D�FRQVLVWHQW�GHFOLQH�LQ�WKH�UDWH�XQWLO K  ����ZKHQ�LW�UHDFKHV�]HUR�

7KH EDVLF K\SRWKHVLV ZH FDQ GUDZ IURP WKH FKDQJHV LQ RXWSXW LV WKDW DQ LQFUHDVH LQ *'3 LV

GLUHFWO\ LPSDFWHG E\ WKH ULVH LQ FDSLWDO DQG WKH LQFUHDVH LQ LQYHVWPHQW� &DSLWDO VWRFN LV FRQWLQXLQJ

WR LQFUHDVH DW WKH WLPH RI WKH QHZV RI ZLQQLQJ WKH ELG� DV ZHOO DV DIWHU KRVWLQJ WKH 2O\PSLFV� 7KH

UDWHV RI *'3 DQG FDSLWDO VWRFN SHU FDSLWD DUH FRQVLVWHQWO\ LQFUHDVLQJ DW ��� HYHQ DIWHU K  ��

ZKLFK LQGLFDWHV WKH SHULRG DIWHU WKH 2O\PSLF *DPHV� 7KHUH LV DOVR D PLQLPDO LQFUHDVH LQ WKH UDWHV

RI HPSOR\PHQW IROORZLQJ WKH UHVXOWV RI WKH ELG� ZKLFK VRRQ GHFUHDVH LQ UDWHV VWDUWLQJ IURP K  ��

DQG�HYHQ�PRUH�VR�DURXQG K  ���

7R SXW LW LQWR SHUVSHFWLYH� WKH 2O\PSLF *DPHV LV DQ HYHQW WKDW UHTXLUHV D VLJQLILFDQW DPRXQW RI

LQYHVWPHQW LQ SUHSDUDWLRQ IRU KRVWLQJ WKH *DPHV LQ UHVSRQVH WR ZLQQLQJ WKH ELGV� )LJXUH � VKRZV

D VLJQLILFDQW UHVXOW RI D ��� LQFUHDVH RI LQYHVWPHQW PHUHO\ E\ WKH QHZV RI ZLQQLQJ WKH ELG� 0RVW

OLNHO\� WKH LQYHVWPHQW �,� ZLOO EH VSHQW RQ SUHSDULQJ IRU FDSLWDO �.�� VXFK DV EXLOGLQJ RI URDGV�

DLUSRUW�V\VWHPV��WHOHFRPPXQLFDWLRQ��WUDQVSRUWDWLRQ��VHFXULW\��DQG�KRVSLWDOLW\�

.L��W��  ����í�įL�.LW ��,LW ���

7KHUHIRUH� ZH H[SHFW WKH 2O\PSLFV WR LQFUHDVH FDSLWDO VWRFN �.� E\ LQFUHDVLQJ WKH DPRXQW RI

LQYHVWPHQWV �,�� $GGLWLRQDOO\� WKHUH LV D SRVVLELOLW\ WKDW LQLWLDOO\� WKH FRQVLVWHQW �� JURZWK LQ

*'3 SHU FDSLWD DIWHU WKH QHZV RI ZLQQLQJ WKH ELG FRXOG EH D UHVXOW RI WKH LQFUHDVH LQ FDSLWDO
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VWRFN� DV ZHOO DV LQFUHDVH LQ HPSOR\PHQW� 7KH FRQVLVWHQF\ RI HPSOR\PHQW DIWHU \HDU � VKRZV WKH

SRVVLELOLW\ WKDW WKH ODERU IRUFH EHFDPH PRUH HIIHFWLYH ZLWK LQFUHDVH LQ FDSLWDO� WKHUHIRUH KDYLQJ D

KLJKHU�RXWSXW�

7KLV FRUUHVSRQGV ZLWK WKH FDSLWDO GHHSHQLQJ K\SRWKHVLV ZKLFK FODLPV DQ LQFUHDVH LQ HFRQRPLF

JURZWK DQG KLJKHU RXWSXW DV D UHVXOW RI LQYHVWLQJ LQ FDSLWDO WR ODERU UDWLR� ,W K\SRWKHVL]HV WKDW WKH

ODERU IRUFH EHFRPHV PRUH HIIHFWLYH WKURXJK WKH RYHUDOO LPSURYHPHQWV RI FDSLWDO� WKH XVH RI WRROV�

HTXLSPHQW� RU LQFUHDVH LQ UDZ PDWHULDOV� DQG WKH LPSURYHPHQWV RI ODERU HIILFLHQF\� DOORZLQJ D

KLJKHU RXWSXW SHU ZRUNHU� 7KH VKDUS LQFUHDVH LQ LQYHVWPHQW SRVW WKH ELGGLQJ UHVXOWV DUH PRVW

OLNHO\ DWWULEXWDEOH WR SURGXFLQJ FDSLWDO VWRFN� ,Q UHIOHFWLRQ WR WKLV� ZH FDQ VWDUW WR SUHVXPH WKDW DQ

LQFUHDVH LQ FDSLWDO VWRFN LQYHVWHG WRZDUG WKH EHJLQQLQJ RI WKH 2O\PSLF SUHSDUDWLRQ SURFHVV DIWHU

WKH ELGGLQJ �WKH HTXLSPHQW RU WRROV XVHG E\ ODERU� LV ZKDW UHVXOWV LQ DQ HIIHFWLYH ODERU IRUFH� 7KLV

HIIHFWLYHQHVV DOORZV WKH VDPH QXPEHU RI WKH ZRUNIRUFH WR EH FDSDEOH RI SURGXFLQJ PRUH RXWSXW�

WKHUHE\ LQFUHDVLQJ WKH PDUJLQDO SURGXFWLYLW\ RI ODERU� 7KXV� LW PDNHV VHQVH WKDW WKH HPSOR\PHQW

UDWH LQFUHDVHV PRUH WRZDUGV WKH EHJLQQLQJ RI WKH SURMHFW� VLQFH WKHUH QHHGV WR EH D JUHDW QXPEHU

RI ODERU IRUFH SDUWLFLSDWLRQ LQ SURGXFLQJ WKH QHFHVVDU\ LQIUDVWUXFWXUH IRU WKH HYHQWV� +RZHYHU� LW

DOVR VKRZV WKDW WKH UDWH GZLQGOHV RYHU WLPH� DQG HVSHFLDOO\ DIWHU WKH � \HDUV PDUN� DIWHU WKH

2O\PSLFV HQG� GHPRQVWUDWLQJ WKDW ZKLOH WKHUH LV VWLOO DQ LQFUHDVH LQ HPSOR\PHQW� WKH SURGXFWLYLW\

RI HDFK RI WKH ODERU KDV XOWLPDWHO\ LQFUHDVHG� ,Q DGGLWLRQ� WKH LQFUHDVH LQ FDSLWDO VWRFN LQGLFDWHV D

FRVW�HIILFLHQW SURGXFWLRQ IRU WKH JRYHUQPHQW DQG EXVLQHVVHV VSRQVRULQJ WKH *DPHV� 7KH

K\SRWKHVLV�FDQ�EH�DVVXPHG�E\�WKH�UHVXOWV�RI�WKH�FREE�GRXJODV�DJJUHJDWH�SURGXFWLRQ�IXQFWLRQ�

<LW  =LW.LWᶓ/LW��ᶓ ���
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LQ ZKLFK . VWDQGV IRU WKH FDSLWDO� DQG / UHSUHVHQWV WKH ODERU HPSOR\HG� 7KHUHIRUH� IURP )LJXUH ��

WKH LQFUHDVH LQ *'3 ZDV D UHVXOW RI KLJKHU OHYHOV RI RXWSXW� IURP WKH LQFUHDVH LQ FDSLWDO LPSDFWHG

WKURXJK�LQYHVWPHQWV�

,Q (TXDWLRQ ���� WRWDO IDFWRU SURGXFWLYLW\ �7)3� LV UHSUHVHQWHG E\ =LW DQG Į LV WKH VKDUH RI ODERU

FRPSHQVDWLRQ� 7KLV PHDQV WKDW DQ\ OHYHO RI RXWSXW �<�� LV FRPLQJ QRW RQO\ IURP FDSLWDO DQG ODERU�

EXW DOVR SRWHQWLDOO\ WKH JURZWK LQ 7)3 DQG ODERU VKDUH� 6XSSRVH ZH WDNH WKH ORJV RI WKH DJJUHJDWH

SURGXFWLRQ�IXQFWLRQ�LQ�HTXDWLRQ�����DQG�GLYLGH�LW�E\�HPSOR\PHQW��/����ZKHUH

\LW  �ORJ�<LW ��(LW���]LW  �ORJ�=LW ���NLW  �ORJ�.LW ��(LW� ���

WKHQ�
\LW  �]LW ��ĮLWNLW ���

:LWK WKH SRVVLELOLW\ WKDW WKH LQFUHDVH LQ *'3 LV GHSHQGHQW RQ D IDFWRU RWKHU WKDQ FDSLWDO

GHHSHQLQJ �NLW�� WKH LQFUHDVH LQ ODERU SURGXFWLYLW\ �\LW� VKRXOG FRPH IURP JURZWK LQ WRWDO IDFWRU

SURGXFWLRQ �]LW� RU D GHFOLQH LQ ODERU VKDUH �ĮLW�� 7RWDO IDFWRU SURGXFWLRQ DFFRXQWV IRU WKH LQFUHDVH

LQ RXWSXW WKDW FDQQRW EH H[SODLQHG E\ WUDGLWLRQDO ODERU DQG FDSLWDO� $ JURZWK LQ 7)3 ZRXOG DOVR

XOWLPDWHO\ UHVXOW LQ WKH LQFUHDVH LQ *'3� EXW ZRXOGQ¶W DFFRXQW IRU ODERU HIILFLHQF\� $VVXPLQJ WKH

W\SH RI ZRUN WKDW JRHV LQWR SUHSDULQJ IRU WKH 2O\PSLFV� QHZ WHFKQRORJ\ RU FKDQJHV WR ZRUNHU

NQRZOHGJH FRXOG KHOS WKH FRXQWULHV EHFRPH PRUH HIILFLHQW LQ EXLOGLQJ LQIUDVWUXFWXUH RU KRVWLQJ

JOREDO HYHQWV� EXW WKHVH EHQHILWV ZRXOGQ¶W EH DV XVHIXO IRU IRUWKFRPLQJ HQGHDYRUV WKDW WKH

FRXQWU\ PD\ XVH DIWHU WKH 2O\PSLFV LV RYHU� $OVR� WKHVH VNLOO VHWV DQG WHFKQRORJ\ DUH IDLUO\

XQLYHUVDO� VXFK DV EXLOGLQJ VWDGLXPV RU PDNLQJ URDGV� ZKLFK PHDQV WKDW WKHUH ZLOO OLNHO\ EH QR
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LQFUHDVH LQ WHFKQRORJ\ DIWHU WKH QHZV VKRFN� )LJXUH � YLVXDOL]HV WKH RXWFRPHV IRU 7)3 DQG ODERU

VKDUH�

)LJXUH �� /RFDO SURMHFWLRQV RI *'3 SHU ZRUNHU� &DSLWDO SHU ZRUNHU� 7RWDO )DFWRU 3URGXFWLYLW\�
DQG�/DERU�6KDUH�LQ�UHVSRQVH�WR�ELGGLQJ�UHVXOWV�
1RWHV� 7KH EODFN OLQHV WKDW UXQ WKURXJK WKH PLGGOH DUH WKH SRLQW HVWLPDWHV DQG WKH VKDGHG DUHDV DUH UHVSHFWLYHO\ ���
DQG ��� FRQILGHQFH LQWHUYDOV� $OO YDULDEOHV DUH HVWLPDWHG ZLWK ORJDULWKPLF IXQFWLRQV� WKHUHIRUH FDQ EH LQWHUSUHWHG DV
HODVWLFLWLHV��7KH�ODJ�RI�DOO�WKH�YDULDEOHV�DUH�E\���KRUL]RQ��K���\HDU�

7KH WRS OHIW JUDSK RI )LJXUH � GHPRQVWUDWHV *'3 SHU ZRUNHU� ZKLFK LQFUHDVHV DERXW �� DQG WKH

JURZWK UDWH UHPDLQV FRQVLVWHQW XQWLO K  ��� 2Q WKH WRS ULJKW� WRWDO IDFWRU SURGXFWLYLW\ �7)3�

LQFUHDVHV DURXQG �� LQ WKH EHJLQQLQJ� EXW GHFOLQHV WR ]HUR DURXQG K  �� ,W ULVHV DJDLQ EDFN WR D

�� DW K  �� DQG UHPDLQV FRQVLVWHQW WKURXJKRXW� &DSLWDO SHU ZRUNHU� ZKLFK LV RQ WKH ERWWRP ULJKW
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JUDSK RI )LJXUH �� DOVR LQFUHDVHV DERXW �� DQG UHPDLQV FRQVLVWHQW XQWLO K  ��� XQWLO LW SOXPPHWV�

/DVWO\� WKH ,5) IRU ODERU VKDUH� RQ WKH ERWWRP ULJKW JUDSK� VWDUWV LQFUHDVLQJ YHU\ PLQLPDOO\ WR ��

DW�DURXQG K  ����UHDFKHV�WKH�SHDN�DW K  �����DQG�VWDUWV GHFOLQLQJ�WR�UHDFK�]HUR�DW K  ���

7)3 UHPDLQV IDLUO\ FRQVLVWHQW WKURXJKRXW WKH \HDUV VLQFH WKH ELGGLQJ RI WKH 2O\PSLFV� 7KH VKDUH

RI ODERU FRPSHQVDWLRQ LV DOVR IDLUO\ FRQVLVWHQW� ZLWK WKH SHDN UHDFKLQJ D �� JURZWK UDWH DW K  

��� EXW FRQVLVWHQWO\ LQFUHDVLQJ PRVWO\ WKURXJKRXW WKH WLPHVSDQ� 7KH FRQVLVWHQF\ RI 7)3 DQG

ODERU VKDUH JURZWK UDWHV GHPRQVWUDWHV WKDW WKH JURZWK RI RXWSXW LV GHSHQGHQW RQ FDSLWDO

GHHSHQLQJ WR RFFXU DIWHU WKH ELGGLQJ RI WKH 2O\PSLFV� $Q LQFUHDVH LQ LQYHVWPHQW VSHQW RQ WKH

2O\PSLFV VLQFH WKH QHZV RI WKH ELGGLQJ FDXVHG DQ LQFUHDVH LQ FDSLWDO VWRFN ± EXLOGLQJ QHZ URDGV�

IDFLOLWLHV� SUHSDULQJ IRU WRROV DQG HTXLSPHQW IRU WKH 2O\PSLFV� ZKLFK OHDGV WR DQ LQFUHDVH LQ

FDSLWDO VWRFN DYDLODEOH LQ WKH FRXQWU\� :LWK WKLV� WKH PDUJLQDO SURGXFWLYLW\ RI ODERU ZDV DEOH WR

LQFUHDVH� DQG PRUH RXWSXW ZDV PDGH WKURXJK D FRQVLVWHQF\ LQ WKH ODERU IRUFH� 2Q WKH RWKHU KDQG�

7)3 EDUHO\ SRUWUD\V FKDQJHV� ZKLFK FRUUHVSRQGV ZLWK RXU SUHGLFWLRQ DERYH WKDW DQ LPSURYHPHQW

LQ WHFKQRORJ\ RU FKDQJHV LQ ZRUNHU NQRZOHGJH ZRXOG QRW EH QHFHVVDU\ LQ KRVWLQJ WKH 2O\PSLFV�

8OWLPDWHO\� WKH FXUUHQW REVHUYDWLRQV LOOXVWUDWH WKDW FDSLWDO GHHSHQLQJ SURYLGHV D VXIILFLHQW

H[SODQDWLRQ WR H[SODLQ WKH ULVH LQ RXWSXW SHU ZRUNHU� DQG WKHUHIRUH� WKH LQFUHDVH LQ *'3 LQ

UHVSRQVH WR WKH ELGGLQJ RI WKH 2O\PSLFV� :KLOH WKLV LV QRW DQ LQGLFDWRU RI ZKHWKHU WKH 2O\PSLFV

DUH DQ HFRQRPLFDOO\ EHQHILFLDO HYHQW� ZH FDQ RIIHU HYLGHQFH WKDW WKH ,5)V RI ZLQQLQJ WKH ELGV IRU

WKH�*DPHV�RYHUDOO�VKRZ�D�SRVLWLYH�WUHQG�LQ�*'3�

7KH SUHYLRXV LPSXOVH UHVSRQVH IXQFWLRQV LQGLFDWH WKDW WKHUH KDG EHHQ D KLJKHU OHYHO RI RXWSXW

SURGXFWLRQ GXH WR FDSLWDO GHHSHQLQJ� DQG OHVV LPSDFWHG E\ WRWDO IDFWRU SURGXFWLRQ DQG ODERU VKDUH�
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,I *'3 LQFUHDVHG GXH WR FDSLWDO GHHSHQLQJ� ZH QHHG WR XQGHUVWDQG ZKDW PDGH WKLV LQFUHDVH LQ

LQYHVWPHQW DQG JRYHUQPHQW VSHQGLQJ WRZDUGV FDSLWDO SRVVLEOH GXULQJ WKH SHULRG RI SUHSDUDWLRQ

IRU WKH 2O\PSLFV� ,Q DGGLWLRQ� LW LV DOVR LPSHUDWLYH WR XQGHUVWDQG WKDW D VXGGHQ VXUJH LQ VSHQGLQJ

DQG�LQYHVWPHQW�FRXOG�KXUW�WKH�HFRQRP\�

&URZGLQJ�RXW HIIHFW LV D WKHRU\ H[SODLQLQJ KRZ DQ LQFUHDVH LQ JRYHUQPHQW VSHQGLQJ UHGXFHV WKH

VSHQGLQJ RI SULYDWH VHFWRUV �5RELQKRRG� ������ *RYHUQPHQW VSHQGLQJ FDQ EH LQFUHDVHG E\ WZR

GLIIHUHQW PHWKRGV� ��� LQFUHDVH WD[HV� DQG ��� ERUURZ PRQH\� :KHQ LQFUHDVLQJ WD[HV�

FRQVXPSWLRQ GHFUHDVHV EHFDXVH KRXVHKROG FRQVXPHUV DQG FRPSDQLHV HQG XS VSHQGLQJ OHVV

PRQH\ �OHVV FLUFXODWLRQ LQ WKH HFRQRP\�� :KHQ WKH JRYHUQPHQW GHFLGHV WR ERUURZ PRQH\� LW

LQYROYHV WKH SURFHVV RI VHOOLQJ ERQGV� :LWK PRUH ERQGV DYDLODEOH IRU FRPSDQLHV DQG LQGLYLGXDOV

WR LQYHVW LQ� LW PHDQV WKDW D ODUJH DPRXQW RI FDVK LV WLHG XS DQG OHDGV WR OHVV FLUFXODWLRQ� 2IWHQ�

JRYHUQPHQWV DOVR LQFUHDVH WKH LQWHUHVW UDWHV RI WKH ERQGV IRU PRUH SHRSOH WR EX\ LW� FDXVLQJ D

JHQHUDO LQFUHDVH LQ LQWHUHVW UDWHV LQ WKH FRXQWU\� ,Q RWKHU ZRUGV� LQFUHDVLQJ JRYHUQPHQW VSHQGLQJ

RYHUDOO�LQFUHDVHV�PRQH\�GHPDQG��DQG�ZKLFK��LQ�WXUQ�LQFUHDVHV�WKH�HTXLOLEULXP�LQWHUHVW�UDWH�

:KHWKHU LW LV E\ LQFUHDVLQJ VRFLDO ZHOIDUH� EULQJLQJ JRYHUQPHQW VWLPXOXV� RU FUHDWLQJ

LQIUDVWUXFWXUH� WKHUH DUH VHYHUDO UHDVRQV IRU ZK\ JRYHUQPHQW VSHQGLQJ FRXOG LQFUHDVH LQ D FRXQWU\

IRU D FHUWDLQ SHULRG RI WLPH� 7KH 2O\PSLF *DPHV LV FRQVLGHUHG DQ LQYHVWPHQW LQ LQIUDVWUXFWXUH�

$V PHQWLRQHG EHIRUH� KRVWLQJ WKH 2O\PSLFV LQYROYHV SURFHVVHV VXFK DV EXLOGLQJ VWDGLXPV� URDGV�

LPSURYLQJ DLUSRUWV� DQG PRUH� ,W LV D SURFHVV RI JRYHUQPHQWV KDYLQJ WR UHDOORFDWH WKHLU EXGJHW IRU

VSHQGLQJ WKH QH[W FRXSOH RI \HDUV RQ SUHSDULQJ IRU WKH 2O\PSLFV� 7KH EXGJHW ZLOO HLWKHU EH

FUHDWHG WKURXJK DQ LQFUHDVH LQ WD[HV RU VHOOLQJ PRUH ERQGV� ,I WKLV WKHRU\ LV WUXH� LW LV YHU\
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SRVVLEOH WKDW D FURZGLQJ RXW HIIHFW FRXOG KDSSHQ LQ FRXQWULHV WKDW GHFLGH WR LQYHVW IRU WKH

2O\PSLFV� 7KHUHIRUH� FURZGLQJ RXW FRXOG EH VXVSHFWHG LI WKHUH DUH LQFUHDVHV LQ LQWHUHVW UDWHV

IROORZLQJ�WKH�2O\PSLF�ELG���ZLQQLQJ�UHVXOWV�

)LJXUH �� /RFDO SURMHFWLRQV RI *RYHUQPHQW &RQVXPSWLRQ DQG ,QWHUHVW 5DWH LQ VKDUHV RI *'3 LQ
UHVSRQVH�WR�ELGGLQJ�UHVXOWV�
1RWHV� 7KH EODFN OLQHV WKDW UXQ WKURXJK WKH PLGGOH DUH WKH SRLQW HVWLPDWHV DQG WKH VKDGHG DUHDV DUH UHVSHFWLYHO\ ���
DQG ��� FRQILGHQFH LQWHUYDOV� 7KH ODJ RI DOO WKH YDULDEOHV DUH E\ � KRUL]RQ �K�� \HDU� 7KH OHIW JUDSK LV JRYHUQPHQW
FRQVXPSWLRQ UHSUHVHQWHG ZLWK D ORJDULWKPLF IXQFWLRQ DQG WKH JUDSK RQ WKH ULJKW LV D UHSUHVHQWDWLRQ RI LQWHUHVW UDWHV LQ
VKDUHV�RI�*'3�

7KH JUDSK RQ WKH ULJKW RI )LJXUH � RXWOLQHV WKH FKDQJH LQ LQWHUHVW UDWH DIWHU WKH UHVSRQVH WR

ZLQQLQJ WKH ELGGLQJ UHVXOWV� 7KH UHVXOWV DUH QRW VLJQLILFDQW DQG LQFUHDVH DW D UDWH DERXW ���

WKURXJKRXW K  ��� *RYHUQPHQW FRQVXPSWLRQ LQFUHDVHV WR PRUH WKDQ �� FKDQJH ZLWKLQ WKH ILUVW K

 ��� ZKLFK UHSUHVHQWV DQ LQFUHDVH LQ JRYHUQPHQW VSHQGLQJ WKURXJKRXW WKH QHZV VKRFN RI

ZLQQLQJ WKH ELG� WKH SURFHVV RI SUHSDULQJ IRU WKH 2O\PSLFV� DQG HYHQ DIWHU WKH 2O\PSLFV KDYH

EHHQ KRVWHG� :LWK D VLJQLILFDQW LQFUHDVH LQ ILQDQFLDO H[SHQGLWXUHV WKDW DUH VSHQW IRU WKH 2O\PSLFV�

WKHUH LV D KLJK FKDQFH IRU WKH FRXQWULHV WR ERUURZ PRQH\ RU LQFUHDVH WD[HV� OHDGLQJ WR FURZGLQJ

RXW HIIHFWV� 7KH JUDSK RI JRYHUQPHQW FRQVXPSWLRQ LQ )LJXUH � RXWOLQHV WKDW LQ WKH ��WK \HDU RI

WKH ELGGLQJ HYHQWV� WKHUH LV D VKRUW GZLQGOLQJ HIIHFW� DQG D VXGGHQ UHGXFWLRQ SRVW WKH �� WR ��
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KRUL]RQ� 7KLV FRXOG EH GXH WR WKH GUDZEDFNV RI EHLQJ LQ GHEW DIWHU ERUURZLQJ PRQH\ IRU WKH

*DPHV�

:KLOH ZH FDQ VHH D VOLJKW LQFUHDVH LQ LQWHUHVW UDWHV IROORZLQJ WKH QHZV VKRFN LQ WKH JUDSK RQ WKH

ULJKW RI )LJXUH �� WKH FKDQJHV VHHPHG UDWKHU VWHDG\ DQG QRW PXFK RI DQ LPSDFW� )URP WKLV� ZH

FDQ GHQRWH WKDW FURZGLQJ RXW LV QRW RFFXUULQJ DV D UHVSRQVH WR SUHSDULQJ IRU WKH 2O\PSLFV� 7KLV

UHVXOW LV OLNHO\ WR KDSSHQ EHFDXVH FRXQWULHV VWDUW WR SUHSDUH LQWHQVHO\ IRU WKH 2O\PSLFV EHIRUH WKH

ELGGLQJ VWDJHV� 'XH WR WKLV� WKHUH LV D KLJK SRVVLELOLW\ WKDW WKHUH ZRXOGQ¶W EH D VXGGHQ XQH[SHFWHG

LQFUHDVH LQ JRYHUQPHQW VSHQGLQJ� WKDW ZRXOG FDXVH WKH JRYHUQPHQW WR ORRN IRU ZD\V WR LQFUHDVH

LQWHUHVW UDWHV RU LQFUHDVH WD[HV� ,QVWHDG� FRXQWULHV ZRXOG DOUHDG\ KDYH D SODQ WR UHDOORFDWH WKHLU

JRYHUQPHQW VSHQGLQJ LQ ZD\V WKDW ZRXOG HIILFLHQWO\ UHGXFH WKH FRVWV LQ RWKHU VSHQGLQJV�

$FFRUGLQJ WR WKH 2UJDQL]LQJ &RPPLWWHH IRU WKH 2O\PSLF *DPHV �2&2*�� WKH EXGJHWLQJ

SURFHVVHV KDYH EHHQ FKDQJLQJ RYHU WLPH DV ZHOO DV GHSHQGLQJ RQ HDFK RI WKH KRVW FLWLHV� 7KH

PDLQ YDULDEOHV WKDW DUH XQGHU WKH VXSHUYLVLRQ RI ORFDO DXWKRULWLHV LQFOXGH FDSLWDO LQYHVWPHQW

EXGJHW �FRPSHWLWLRQ DQG QRQ�FRPSHWLWLRQ YHQXHV�� RSHUDWLRQV �VHFXULW\� WUDQVSRUW� PHGLFDO

VHUYLFHV� FXVWRPV�� JHQHUDO LQYHVWPHQWV �URDGV� DLUSRUWV� UDLOZD\V�� 6WDUWLQJ IURP EHIRUH WKH

ELGGLQJ SURFHVV� FRXQWULHV VSHQG D VLJQLILFDQW DPRXQW RI WLPH DQDO\]LQJ WKH DPRXQW RI PRQH\

WKDW ZRXOG EH VSHQW RQ KRVWLQJ WKH 2O\PSLFV LQ WKHLU UHVSHFWLYH FLWLHV� )URP WKH YHQXH DQG

IDFLOLWLHV� HDFK UHSUHVHQWDWLYH RI WKH FRXQWULHV FUHDWH D ILQDQFLDO SODQ WKDW ZRXOG LQGLFDWH D

GHWDLOHG EXGJHW RI KRZ WKH\ ZRXOG DOORFDWH WKHLU PRQH\ DQG ZKHUH WKH\ ZRXOG UHFHLYH WKH

PRQH\� 7KXV� ZKLOH LW LV LQHYLWDEOH WKDW D ODUJH VXP RI LQYHVWPHQW LV QHFHVVDU\ LPPHGLDWHO\

IROORZLQJ DQG SRVVLEO\ SULRU WR WKH ELGGLQJ QHZV� LW ZRQ¶W EH D VXUSULVH IRU WKH JRYHUQPHQW WR

KDYH�WR�JHW�D�KROG�RI�WKDW�PRQH\�WKDW�FRXOG�SRWHQWLDOO\�ULVN�D�IDOO�LQ�*'3�
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,Q RUGHU WR XQGHUVWDQG H[SHQGLWXUH� OHW¶V WDNH D ORRN EDFN DW RXU SUHYLRXV JUDSKV LQ )LJXUHV � DQG

�� 7KHUH LV DQ LQFUHDVH LQ ERWK FRQVXPSWLRQ DQG LQYHVWPHQW DV D UHVXOW RI ZLQQLQJ WKH 2O\PSLF

ELGV� $ KLJKHU SHUFHQWDJH RI LQYHVWPHQW WRZDUGV WKH EHJLQQLQJ FDQ EH REVHUYHG� DQG LW GHFUHDVHV

VKDUSO\ RYHU WLPH� WKHQ LQYHVWPHQW VXUJHV DJDLQ LQ \HDUV � WR ��� %HFDXVH WKH *DPHV DUH KRVWHG �

WR � \HDUV DIWHU WKH ELGGLQJ UHVXOWV� WKLV VKRZV KRZ WKHUH LV D VLJQLILFDQW DPRXQW RI LQYHVWPHQW

VWDUWLQJ IURP WKH \HDUV IROORZLQJ WKH ELGGLQJ UHVXOWV� EXW PRVW LPSRUWDQWO\� DQG D VXUJH DIWHU WKH

DFWXDO JDPHV� %\ ORRNLQJ DW WKH FKDQJHV LQ LQWHUHVW UDWHV LQ )LJXUH �� LW FDQ EH DVVXPHG WKDW WKH

FURZGLQJ RXW HIIHFW LV QRW RFFXUULQJ DV D UHVSRQVH WR LQFUHDVH LQ FRQVXPSWLRQ� 7KHQ� ZKHUH LV DOO

WKLV�PRQH\�FRPLQJ�IURP"�7R�IXUWKHU�LQYHVWLJDWH�WKLV��ZH�ORRN�DW�ZKDW�FRQVLVWV�RI�*'3�

<LW  &LW ��,LW ��*LW ��;LW ±�0LW ���

7KH HTXDWLRQ DERYH SRUWUD\V KRXVHKROG FRQVXPSWLRQ�&LW�� LQYHVWPHQW �,LW�� DQG JRYHUQPHQW

VSHQGLQJ �*LW�� %\ ORRNLQJ DW WKH QHW H[SRUWV �;LW ± 0LW�� ZH FDQ DVVXPH LI WKH *'3 �<LW� LV

GHSHQGHQW RQ WKH UHVRXUFHV FRPLQJ IURP DEURDG� ,I ZH DGMXVW WKH HTXDWLRQ WR XQGHUVWDQG

LQYHVWPHQW�DV�D�VKDUH�RI�*'3�

���

,QYHVWPHQW� LQ WKLV FDVH� ZRXOG EH D UHVXOW RI QHZ RXWSXW� UHGXFHG FRQVXPSWLRQ �ERWK KRXVHKROG

DQG�JRYHUQPHQW���RU�FKDQJH�LQ�QHW�H[SRUWV�



��

)LJXUH �� /RFDO SURMHFWLRQV RI ,QYHVWPHQW� &RQVXPSWLRQ� 1HW ([SRUWV� ,PSRUWV� ([SRUWV LQ VKDUHV
RI�*'3��DQG�UHDO�FRQVXPSWLRQ�HVWLPDWHG�ZLWK�ORJDULWKPLF�IXQFWLRQ�LQ�UHVSRQVH�WR�ELGGLQJ�UHVXOWV�
1RWHV� 7KH EODFN OLQHV WKDW UXQ WKURXJK WKH PLGGOH DUH WKH SRLQW HVWLPDWHV DQG WKH VKDGHG DUHDV DUH UHVSHFWLYHO\ ���
DQG ��� FRQILGHQFH LQWHUYDOV� 7KH PLGGOH ULJKW JUDSK RI FRQVXPSWLRQ LV HVWLPDWHG ZLWK ORJDULWKPLF IXQFWLRQV�
WKHUHIRUH FDQ EH LQWHUSUHWHG DV HODVWLFLWLHV� $OO RWKHU JUDSKV DUH HVWLPDWHG LQ VKDUHV RI *'3� 7KH ODJ RI DOO WKH
YDULDEOHV�DUH�E\���KRUL]RQ��K���\HDU�
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7R WKH WRS OHIW JUDSK RI )LJXUH �� LQYHVWPHQW� UHSUHVHQWHG LQ VKDUH RI *'3� LQFUHDVHV PRUH WKDQ

��� SHDNLQJ HDUOLHU RQ DURXQG K  ��� DQG VKRZV D VKDUS GHFOLQH DURXQG K  ��� 7RS ULJKW JUDSK

SRUWUD\V WKH VKDUH RI KRXVHKROG DQG JRYHUQPHQW FRQVXPSWLRQ LQ *'3� :KLOH WKH FRQVXPSWLRQ LV

GHFUHDVLQJ ZLWK UHVSHFW WR *'3� WKH UDWH LV SHUVLVWHQW WKURXJKRXW WKH �� \HDUV� 7KH ERWWRP WZR

JUDSKV LQ )LJXUH � DUH UHSUHVHQWDWLRQV RI LPSRUWV DQG H[SRUWV LQ VKDUHV RI *'3 ZLWK ODJ��

GLIIHUHQFH� ,PSRUWV UHPDLQ FRQVLVWHQW� ZLWK D OLWWOH ELW RI IOXFWXDWLRQ RQ D SRVLWLYH WUHQG� ([SRUWV

DOVR UHPDLQ FRQVLVWHQW� EXW D VPDOO GHFOLQH FDQ EH REVHUYHG� 1HW H[SRUWV� SUHVHQWHG LQ WKH PLGGOH

OHIW JUDSK RI )LJXUH �� DUH DOVR IDOOLQJ SRVW WKH DQQRXQFHPHQW RI WKH 2O\PSLFV DQG RQZDUG� /DVW

EXW QRW OHDVW� WKH PLGGOH ULJKW JUDSK LV WKH UHDO FRQVXPSWLRQ RI ERWK KRXVHKROG DQG JRYHUQPHQW�

HVWLPDWHG XVLQJ ORJDULWKPV� 7KHUH LV D SRVLWLYH LQFUHDVH XQWLO K  �� DW DERXW �� JURZWK UDWH� 7KH

UHDVRQ IRU DGGLQJ WZR GLIIHUHQW W\SHV RI JUDSKV RI FRQVXPSWLRQ LQ )LJXUH � ZDV WR ILUVW SRUWUD\ DQ

RYHUDOO LQFUHDVLQJ WUHQG RI WKH JURZWK LQ FRQVXPSWLRQ DIWHU WKH QHZV VKRFN� 6HFRQGO\� LW ZDV WR

VKRZ�FRQVXPSWLRQ�ZLWK�UHVSHFW�WR�GLIIHUHQW�IDFWRUV�RI�*'3��VXFK�DV�LQYHVWPHQW�DQG�QHW�H[SRUWV�

7KHUHIRUH� ZKLOH FRQVXPSWLRQ RI QDWLRQDO DFFRXQWLQJ GRHV EHFRPH SURJUHVVLYHO\ JUHDWHU LQ

UHVSRQVH WR ZLQQLQJ WKH ELGV IRU WKH 2O\PSLFV� LW DOVR GHFUHDVHV LQ UDWLR LQ FRPSDULVRQ WR

LQYHVWPHQW XVHG GXULQJ WKH WLPH� 7KLV LV PRVW OLNHO\ EHFDXVH JRYHUQPHQW VSHQGLQJ LV FRQVLGHUHG

WR EH FRVWV XVHG IRU LPPHGLDWH HIIHFWV RI FKDQJHV LQ *'3� ZKHUHDV LQYHVWPHQW IRFXVHV RQ WKH

ORQJ�WHUP FKDQJHV� VXFK DV VSHQGLQJ RQ LQIUDVWUXFWXUH ± ZKLFK LV D ORW PRUH OLNHO\ WR EH XVHG

GXULQJ�WKH�WLPH�RI�SUHSDULQJ�IRU�WKH�2O\PSLFV�

1HW H[SRUWV DUH DOVR GHFUHDVLQJ D FRXSOH RI \HDUV DIWHU ZLQQLQJ WKH ELG IRU WKH 2O\PSLFV� 7KLV

FRXOG PHDQ WKDW LQLWLDOO\� WKHUH FRXOG EH UHJXODU SDWWHUQV RI H[SRUWV DQG LPSRUWV FRPLQJ LQ DQG
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RXW RI WKH FRXQWU\� EXW ZLWK WKH QHZV RI KRVWLQJ WKH 2O\PSLFV� FRXQWULHV FRXOG VWDUW WR UDLVH WKHLU

OHYHO RI LPSRUWV� 7KH GHFUHDVH LQ QHW H[SRUWV DOVR SURYLGHV LPSOLFDWLRQV WKDW FRXQWULHV WKDW ZLQ

WKH ELGV DUH HDUQLQJ PRQH\ IRU LQYHVWPHQW E\ ERUURZLQJ UHVRXUFHV IURP RWKHU FRXQWULHV�

7KHUHIRUH� DV QHW H[SRUWV GHFUHDVH� LQYHVWPHQWV ULVH� SURYLGLQJ PRUH PRQH\ WR EH VSHQW RQ

KRVWLQJ�WKH�2O\PSLFV�

������&RQFOXVLRQ��/LPLWDWLRQV�DQG�)XWXUH�5HVHDUFK

$Q DFFXUDWH FRPSUHKHQVLYHQHVV RI WKH LPSDFWV WKDW WKH 2O\PSLFV JLYH WKH FRXQWU\ LV PRUH WKDQ

QHFHVVDU\� GXH WR WKH ZDQLQJ SRSXODULW\ RI WKH 2O\PSLF *DPHV� :KLOH WKH HIIHFWV RI ZLQQLQJ WKH

ELG FRXOG EH OHVV YLVLEOH WKDQ WKH LPSDFW RI WKH *DPHV LWVHOI� WKH SDSHU RXWOLQHV D SRVLWLYH LPSDFW

MXVW IURP WKH QHZV VKRFN� 7KDW EHLQJ VDLG� LW LV LPSHUDWLYH WR EH FDXWLRXV RI ZKHWKHU WKLV KDV

ORQJ�WHUP SRVLWLYH LPSDFWV� DQG XQGHUVWDQG WKDW WKH UHVXOWV GRHVQ¶W QHFHVVDULO\ DFFRXQW IRU

ZKHWKHU KRVWLQJ WKH 2O\PSLFV LV EHQHILFLDO DV D ZKROH� EHFDXVH WKHUH DUH VR PDQ\ RWKHU

FRQIRXQGLQJ YDULRXV DQG H[WUDQHRXV IDFWRUV WR FRQVLGHU� 7KH UHVHDUFK HPSOR\HG D VSHFLILF W\SH

RI LPSXOVH UHVSRQVH IXQFWLRQ FDOOHG /RFDO 3URMHFWLRQ PHWKRG� LQ RUGHU WR VKRZ SUHGLFWRUV RI VXFK

PDFURHFRQRPLF YDULDEOHV LQ UHVSRQVH WR ZLQQLQJ WKH ELG IRU WKH 2O\PSLF *DPHV� 7R VXPPDUL]H�

WKLV SDSHU SURYLGHV VXSSRUW WKDW WKHUH LV DQ LQFUHDVH LQ LQYHVWPHQW DIWHU WKH ELGGLQJ UHVXOWV� ZKLFK

FDXVHG D SRVLWLYH LPSDFW RQ ODERU DQG FDSLWDO� XOWLPDWHO\� UDLVLQJ WKH SURGXFWLYLW\ RI ODERU LQ WKH

ORQJ�UXQ�

7KH GDWD XWLOL]HG LQ WKLV VWXG\ LQFOXGHV ��� FRXQWULHV IURP ���� WR ����� 7KH ELJJHVW OLPLWDWLRQ

DQG LGHD IRU IXWXUH UHVHDUFK ZRXOG EH WR VHH WKH LPSDFW WKDW ELGGLQJ ZRXOG KDYH RQ VSHFLILF
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FLWLHV� LQVWHDG RI FRXQWULHV� )LUVW RI DOO� XVLQJ WKH FRXQWULHV GHFUHDVHG WKH VDPSOH VL]H

VLJQLILFDQWO\� EHFDXVH WKURXJKRXW WKH VSDQ RI WKH �� \HDUV� WKH VDPH �� FRXQWULHV ZRQ WKH ELG� %\

LQFRUSRUDWLQJ WKH GDWD EDVHG RQ WKH FLWLHV ZRXOG DOORZ IRU D JUHDWHU VDPSOH VL]H� ,Q DGGLWLRQ�

REVHUYLQJ WKH LPSDFW RI PDFURHFRQRPLF YDULDEOHV EDVHG RQ FRXQWULHV LV TXLWH YDJXH� HVSHFLDOO\

IRU�FRXQWULHV�DV�ELJ�DV�WKH�8QLWHG�6WDWHV�RU�&KLQD�

$GGLWLRQDOO\� DIWHU D FRXSOH RI GHFDGHV� DQG PRUH FRXQWULHV ELG IRU WKH IRUWKFRPLQJ 2O\PSLF

*DPHV� LW ZRXOG EH FUXFLDO WR UHVHDUFK WKH LPSDFW WKDW WKH ���� ELGGLQJ SURFHVV FKDQJH E\ WKH

,2& KDV RQ WKH HFRQRP\� 7KLV QHZ FKDQJH LQ SURFHVV VWDWHV WKHUH WR EH OHVV LQYHVWPHQW LQ

IDFLOLWLHV� DQG XWLOL]H DOUHDG\ H[LVWLQJ RU EXLOG WHPSRUDU\ VWDGLXPV� :LWK WKHVH DGMXVWPHQWV� ZH

FDQ SUHGLFW WKHUH WR EH OHVV DPRXQW RI FRVW LQFXUUHG� :KLOH WKHUH DUH QRW D ORW RI UHVRXUFHV

DYDLODEOH FXUUHQWO\ IRU WKH SXEOLF DV RI KRZ WKLV LV LPSDFWLQJ WKH ELGGLQJ SURFHVV� EDVHG RQ WKH

,2&¶V PRWLYH IRU UHGXFLQJ WKH FRVWV RI WKH 2O\PSLFV� ZH FRXOG SUHGLFW WKDW WKHUH ZRXOG EH D VKLIW

LQ ZKDW ZH FDQ QRZ REVHUYH� $ORQJ ZLWK WKLV� GXH WR WKH VKLIW LQ PHGLD DWWHQWLRQ LQ WKH ODVW

GHFDGH� LW ZRXOG DOVR EH LQWHUHVWLQJ WR VHH KRZ WKHVH WUHQGV FRQWULEXWH WR WKH ORQJ WHUP LPSDFWV RI

KRVWLQJ�WKH�2O\PSLFV�
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)HHQVWUD��5REHUW�&���5REHUW�,QNODDU�DQG�0DUFHO�3��7LPPHU����������7KH�1H[W�*HQHUDWLRQ�RI�WKH

3HQQ�:RUOG�7DEOH��$PHULFDQ�(FRQRPLF�5HYLHZ��������������������

)qYH��3DWULFN��HW�DO��³2Q�WKH�'\QDPLF�,PSOLFDWLRQV�RI�1HZV�6KRFNV�´ (FRQRPLFV�/HWWHUV�

YRO�������QR�����������SS����±���

*DOL��-RUGL��-��'DYLG�/ySH]�6DOLGR��DQG�-DYLHU�9DOOH�ғ�V��³8QGHUVWDQGLQJ�WKH�(IIHFWV�RI
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���±���

.LP��.LPEHUO\��³7KH�2O\PSLFV�&DQ
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