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�
Q� RUGHU� IRU� WKH� FDSLWDOLVW� HWKLF� WR� KDYH� HPHUJHG� LQWR� D� IXOO�IOHGJHG�
XQLYHUVDOLVWLF� HFRQRPLF� LGHRORJ\�V\VWHP�� FODQ� DQG� FRPPXQDOLVWLF�
DVVRFLDWLRQV� KDG� WR� EH� H[SHGLHQWO\� GLVPDQWOHG� DQG� GHVWUR\HG�� � 7KH�

WUDGLWLRQDO� PDNH�XS� RI� FODQ� DQG� FRPPXQDOLVWLF� DVVRFLDWLRQV� YLHZHG� WKH�
ERQGV�RI�WKHLU�PHPEHUV�DV�D�VRUW�RI�VDFUHG�IUDWHUQLW\���$OLHQV�DQG�IRUHLJQHUV�
ZHUH�PLVWUXVWHG� DQG� YLHZHG� DV� HQHPLHV� XSRQ�ZKLFK� QR� HWKLFDO� VWDQGDUGV�
ZHUH�WR�EH�PDLQWDLQHG��HVSHFLDOO\�ZKHQ�LW�ZDV�FRQVLGHUHG�DJDLQVW�WKHLU�RZQ�
LQWHUHVWV���6XFK�FXOWXUDO�FKDUDFWHULVWLFV�ZHUH�QRW�FRQGXFLYH�WR�WKH�VRFLRORJ\�
RI�FDSLWDOLVP���0D[�:HEHU�VWDWHG�WKDW��

$V� VRRQ� DV� DFFRXQWDELOLW\� LV� HVWDEOLVKHG� ZLWKLQ� WKH� IDPLO\�
FRPPXQLW\�� DQG� HFRQRPLF� UHODWLRQV� DUH� QR� ORQJHU� VWULFWO\�
FRPPXQLVWLF��WKHUH�LV�DQ�HQG�RI�WKH�QDwYH�SLHW\�DQG�LWV�UHSUHVVLRQ�
RI�WKH�HFRQRPLF�LPSXOVH����1HOVRQ��������YLLL��
$FFRUGLQJO\� WKHQ�� WKH� GHVWUXFWLRQ� RI� WUDGLWLRQDO� WULEDO� DQG�

FRPPXQDOLVWLF�DVVRFLDWLRQ�LV�GLUHFWO\�OLQNHG�ZLWK��RU�OHDGV�WR��H[WUHPH�IRUPV�
RI�LQGLYLGXDOLVP��HJRLVP���WKH�GRPLQDWLRQ�RI�WKH�HFRQRPLF�LPSXOVH��DQG�WKH�
VSLULW�RI�JDLQ²DOO�RI�ZKLFK�DUH�WKH�KDOOPDUNV�RI�FDSLWDOLVP���&RQFHUQLQJ�WKH�
DQWDJRQLVWLF� VWDQFH� RI� FDSLWDOLVP� WRZDUGV� WKH� KRVWLOLW\� DJDLQVW�
IRUHLJQHUV�VWUDQJHUV� LQKHUHQW� ZLWKLQ� WKH� WUDGLWLRQDO� FRPPXQDOLVWLF�
DVVRFLDWLRQV��%HQMDPLQ�1HOVRQ�VWDWHV�WKDW��

7KH� DVVXPSWLRQ� RI� KRVWLOLW\� DJDLQVW� WKH� DOLHQ� LPSOLHG� D� ZRUOG�
SHUSHWXDOO\�DW�ZDU��LQ�ZKLFK�WKH�UHVSHFW�IRU�WKH�ULJKWV�RI�SURSHUW\�
GLG� QRW� H[WHQG� EH\RQG� WKH� ERUGHUV� RI� WKH� JURXS�� � &DSLWDOLVP�
FRXOG� QRW�PDWXUH� XQGHU� VXFK� FRQGLWLRQV�� � ,W� UHTXLUHG� D� VRFLHW\�
ZKHUH� XQLIRUP� UXOHV� ZHUH� REVHUYHG� ZKHUHYHU� WKH� JDPH� ZDV�
SOD\HG����1HOVRQ��������[[���

,W�LV�IRU�WKLV�UHDVRQ�ZK\�1HOVRQ�VD\V�RI�0D[�:HEHU�WKDW��
+H� LQVLVWHG� WKDW� WKH� VLQJXODU� WULXPSK� RI� PHWKRGLFDO� ERXUJHRLV�
FDSLWDOLVP� LQ� WKH� ZHVW� ZDV� H[FHSWLRQDOO\� IDYRUHG� E\� RFFLGHQWDO�

                                                 
7KH�DXWKRU�LV�D�JUDGXDWH�VWXGHQW�LQ�,VODPLF�6WXGLHV�DQG�&KULVWLDQ�0XVOLP�5HODWLRQV�
DW�WKH�+DUWIRUG�6HPLQDU\�ZLWK�D�EDFNJURXQG�LQ�3ROLWLFDO�6FLHQFH�DQG�3KLORVRSK\��
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SULRULW\� LQ� FRPSOHWLQJ� DQRWKHU� DQG� HYHQ� PRUH� LPSUHVVLYH�
DGYDQFH�WRZDUG�WKH�DGRSWLRQ�RI�D�VLQJXODU�PRUDO�VWDQGDUG�IRU�DOO�
VRFLHW\�²�WKH�WUDQVFHQGHQFH�RI�WKH�WUDGLWLRQDO�DQG�WULEDOLVWLF�HWKLF�
RI�WKH�*HQWLOH�HUD����1HOVRQ��������YLL��

7KH�SURKLELWLRQ�RI�XVXU\�´WR�\RXU�EURWKHUµ� LQ�'HXWHURQRP\�������ZKLFK�
UHDGV��

;;,,,�����7KRX�VKDOW�QRW�OHQG�XSRQ�XVXU\��QHVKHN��WR�WK\�EURWKHU�
�O·DKLND��� XVXU\� RI� PRQH\�� XVXU\� RI� YLFWXDOV�� XVXU\� RI� DQ\WKLQJ�
WKDW�LV�OHQW�XSRQ�XVXU\���1HOVRQ��������[YL��

LV� DQ� H[DPSOH� RI� WKH� VDFUHG� IUDWHUQDOLVWLF� WLHV� DPRQJ� WKH� PHPEHUV� RI� D�
WUDGLWLRQDO�FRPPXQDOLVWLF�DVVRFLDWLRQ�LQ�WKH�IRUP�RI�D�FODQ�WULEH���/LNHZLVH��
WKH�SHUPLVVLRQ�WR�H[DFW�XVXU\�IURP�VWUDQJHUV�LQ�'HXWHURQRP\�������ZKLFK�
UHDGV��

;;,,,�����8QWR�D�VWUDQJHU��QRNUL��WKRX�PD\HVW�OHQG�XSRQ�XVXU\��
EXW� XQWR� WK\� EURWKHU� WKRX� VKDOW� QRW� OHQG� XSRQ� XVXU\�� WKDW� WKH�
/RUG�WK\�*RG�PD\�EOHVV�WKHH�LQ�DOO� WKDW�WKRX�VHWWHVW�WKLQH�KDQG�
WR� LQ� WKH� ODQG�ZKLWKHU� WKRX�JRHVW� WR�SRVVHVV� LW�� � �1HOVRQ��������
[YLL��

LV�DQ�H[DPSOH�RI�WKH�VXVSLFLRQ�DQG�HQPLW\�SHUSHWXDWHG�DJDLQVW�VWUDQJHUV�DQG�
IRUHLJQHUV���7KH�YLDELOLW\�RI�WKH�FDSLWDOLVWLF�HWKLF�UHVWHG�RQ�WKH�DEURJDWLRQ�RI�
WKHVH�'HXWHURQRPLF� FRPPDQGPHQWV� DW� GLIIHUHQW� VWDJHV� LQ� WKH� KLVWRU\� RI�
&KULVWLDQ�WKRXJKW��� �7KH�DEURJDWLRQ�RI�WKH�'HXWHURQRPLF�ODZV�FRXOG�WKHQ�
RQO\� WUDQVODWH� LQWR� D� IURQWDO� DWWDFN� RQ� WUDGLWLRQ� ZKLFK� UHSUHVVHG� WKH�
HFRQRPLF� XUJH� DQG� WKH� SURJUHVV� RI� WKH� FDSLWDOLVW� HWKLF�� SDYLQJ� WKH� URDG�
WRZDUGV� DQ� XQEULGOHG� HFRQRPLF� LPSXOVH� DQG� H[WUHPH� IRUPV� RI�
LQGLYLGXDOLVP�� � 7KH� DQQLKLODWLRQ� RI� WKH�'HXWHURQRPLF� FRPPDQGPHQWV� RI�
XVXU\�LV�EXW�RQH�H[DPSOH��DQG�D�FHQWUDO�RQH��RI�KRZ�WKH�FDSLWDOLVW�LGHRORJ\�
SURFHHGHG� WR� GHVWUR\� WKH� FRPPXQDOLVWLF� DVVRFLDWLRQ� HQMRLQHG� E\� PRVW�
WUDGLWLRQDO�VRFLHWLHV��

$�FORVH�VWXG\�RI�WKH�KLVWRU\�RI�XVXU\�DQG�LWV�UROH�DV�D�SURWDJRQLVW�LQ�
WKH� GHYHORSPHQW� RI� WKH� FDSLWDOLVW� HWKLF� UHYHDOV� WKDW� WKH� XQGHUO\LQJ�
PHFKDQLVP� LQ� WKLV� SURFHVV� ZDV� WKH� YLFLVVLWXGHV� RI� WKH� H[HJHVLV� RI� WKH�
'HXWHURQRPLF�FRPPDQGPHQW�RQ�XVXU\������������� �7KHUHIRUH��DV�WKH�WLWOH�
VXJJHVWV��WKLV�VWXG\�ZLOO�EH�JHDUHG�SDUWLFXODUO\�WRZDUGV�WKH�WUDQVYDOXDWLRQ�RI�
WKH� H[HJHVLV� RI� WKH� XVXU\� FRPPDQGPHQW� LQ� 'HXWHURQRP\� ��������� DQG�
KRZ� LW� VHWV� WKH� VWDJH� IRU� WKH� HPHUJHQFH� DQG� FRPSOHWH� GRPLQDWLRQ�RI� WKH�
FDSLWDOLVW�LGHRORJ\���%HQMDPLQ�1HOVRQ·V�,GHD�RI�8VXU\�ZLOO�EH�SULPDULO\�XWLOL]HG�
LQ� WKH� VXPPDWLRQ� RI� WKH� KLVWRU\� RI� WKH� H[HJHVLV� RI� WKH� XVXU\�
FRPPDQGPHQWV� LQ�&KULVWLDQ�WKRXJKW�� �)LQDOO\��D�4XU·DQLF�UHVSRQVH�ZLOO�EH�
IRUPXODWHG� LQ� DQ� HQWHUSULVH� WR� VHWWOH� WKH� FRPSOH[LWLHV� RI� WKH� H[HJHVLV�
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KDXQWLQJ�'HXWHURQRP\����������LQ�SDUWLFXODU�DQG�WR�RIIHU�DQ�DOWHUQDWLYH�WR�
WKH�SUHGDWRU\�FDSLWDOLVW�V\VWHP��
�
7KH�7UDQVIRUPDWLRQ�RI�0RVDLF�2WKHUKRRG�LQWR�D�8QLYHUVDO�
%URWKHUKRRG³'HXWHURQRP\�LQ�7UDQVLWLRQ�
� 7KH� ILUVW� DXWKRULWDWLYH� :HVWHUQ� WKHRORJLDQV� ZKR� GHDOW� ZLWK� WKH�
'HXWHURQRPLF�H[HJHVLV�RI�WKH�XVXU\�FRPPDQGPHQWV�ZHUH�6W��-HURPH������
���$'��DQG�6W��$PEURVH�RI�0LODQ���������$'����7KHLU�HIIRUW�ZDV�DPRQJVW�
WKH� ILUVW� WR� UHFRQFLOH� WKH� DSSDUHQW� GRXEOH� VWDQGDUG� RI� WKH�'HXWHURQRPLF�
YHUVHV� ���������� � 6W�� $PEURVH� LQLWLDOO\� FODLPHG� WKDW� ´EURWKHUµ� LQ�
'HXWHURQRP\�������ZDV�LQFOXVLYH�RI�DOO�LQFOXGLQJ��

«\RXU� VKDUHU� LQ� QDWXUH�� FR�KHLU� LQ� JUDFH�� HYHU\� SHRSOH�� ZKLFK��
ILUVW��LV�LQ�)DLWK��WKHQ�XQGHU�WKH�5RPDQ�/DZ����1HOVRQ�����������
7KH�´VWUDQJHUµ� LQ�'HXWHURQRP\�������ZDV� WDNHQ�E\�6W��$PEURVH�

QRW� RQO\� WR� EH� WKH� $PDOHNLWH�� $PRULWH�� DQG� WKH� &DQDDQLWH� ZKR� KDG�
LQKDELWHG� WKH� ODQGV� SURPLVHG� WR� WKH� ,VUDHOLWHV�� EXW� WKRVH� WKDW� ZHUH�
FRQVLGHUHG�HQHPLHV��LQ�D�VWDWH�RI�ZDU��DQG�WKRVH�ZKLFK�LI�NLOOHG��ZRXOG�QRW�
FRQVWLWXWH� D� FULPH� �L�H�� WKH� DFW� RI� NLOOLQJ� WKRVH� ZRXOG� QRW� EH� FRQVLGHUHG�
FULPLQDO��� � 7KHUH� ZHUH� RWKHU� DPELJXRXV� DWWHPSWV� WR� XQLYHUVDOL]H� DQG�
VSLULWXDOL]H�WKH�'HXWHURQRPLF�GRXEOH�VWDQGDUG�EXW�D�VRXQG�UHMHFWLRQ�RI�WKH�
$PEURVLDQ�IRUPXOD�ZRXOG�QRW�PDWHULDOL]H�XQWLO�WKH�GDZQ�RI�WKH�&UXVDGHV��

,QWHUHVWLQJ� GHYHORSPHQWV� WRRN� SODFH� GXULQJ� WKH� &UXVDGHV� ZKLFK�
H[SORLWHG�6W��$PEURVH·V�H[HJHVLV�E\�SURPRWLQJ� WKH�XVXUSDWLRQ�RI�XVXU\�DW�
DQ� XQSUHFHGHQWHG� OHYHO�� � $PEURVH·V� WHDFKLQJV� MXVWLILHG� XVXU\� DJDLQVW� WKH�
0XVOLPV�� ,WDOLDQV�� 6RXWKHUQ� )UHQFK�� DQG� WKH� &DWDODQ� PHUFKDQWV� �DOO� ZKR�
ZHUH� GHDOLQJ� ZLWK� WKH� 0XVOLPV� IRU� HFRQRPLF� JDLQV��� DV� ZHOO� DV� JLYLQJ�
LPSHWXV� WR� WKH� -HZV�� LQ�(XURSH� WR�FRQWLQXH� WKHLU�XVXULRXV�H[SORLWDWLRQ�RI�
&KULVWLDQV���7KH�&UXVDGHV�IXUWKHU�FRQWULEXWHG�WR�WKH�LQFUHGLEOH�H[SDQVLRQ�RI�
WKH�SUDFWLFH�RI�XVXU\���7KH�&KXUFK�DQG�JRYHUQPHQW�DOLNH�XWLOL]HG�WKH�ODQGV�
WKURZQ� RQ� WKH� PDUNHW� E\� ZHOO� WR� GR� QREOHV� DV� REMHFWV� RI� XVXU\� WR� UHDS�
PDVVLYH� SURILWV� IRU� WKLV� ´KRO\µ� FDXVH�� � ,W� ZDV� QRW� ORQJ� DIWHUZDUGV� WKDW�
&KULVWLDQ�XVXUHUV�EHJDQ� WR�RXWQXPEHU�-HZLVK�XVXUHUV� WR�VXFK�DQ�DODUPLQJ�
H[WHQW� WKDW� WKH\� DFWXDOO\� WKUHDWHQHG� WKH� LQWHUQDWLRQDO� SROLWLFDO�HFRQRPLF�
VFHQH� ZLWK� WKHLU� UDGLFDO� LQQRYDWLRQV�� � 7KH� ZLGHVSUHDG� SUDFWLFH� RI� XVXU\�
DPRQJ�WKH�&KULVWLDQV�DQG�LWV�DFFHOHUDWLRQ�WR�SRWHQWLDOO\�PDVVLYH�SURSRUWLRQV�
WKUHDWHQHG� WKHLU� PRUDOLW\� DQG� WKH� H[WDQW� IHXGDO� V\VWHP�� � &KULVWLDQLW\�� D�
UHOLJLRQ� WKDW� ZDV� SURSRXQGLQJ� WKH� WHDFKLQJV� RI� D� XQLYHUVDO� EURWKHUKRRG��
VSLULWXDOLW\��DQG�WKH�IDWKHUKRRG�RI�*RG��ZDV�LQFUHDVLQJO\�FKDOOHQJHG�E\�WKH�
'HXWHURQRPLF�GRXEOH�VWDQGDUG�ZLWK�WKH�SUREOHP�RI�WKH�´%URWKHUµ�DQG�WKH�
´2WKHU�µ��7KH�GHFDGHQW�$PEURVLDQ�IRUPXOD�ORVW�DOO�RI�LWV�SRWHQF\�DQG�ZDV�
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ORRNHG� XSRQ� DV� HYHU� SDUDGR[LFDO� ²� HVSHFLDOO\� ZKHQ� LW� ZDV� SXW� XS� DJDLQVW�
&KULVW·V� WHDFKLQJ�RI� ORYLQJ�WK\�HQHP\�DQG�YHUVHV�VXFK�DV�/XNH������ZKLFK�
UHDG��

%XW� ORYH� \RXU� HQHPLHV�� GR� JRRG�� DQG� OHQG�� H[SHFWLQJ� QRWKLQJ� LQ�
UHWXUQ«�LWDOLFV�P\�RZQ���

7KH�&KXUFK�UHVSRQGHG�WR�WKLV�SDUDGR[�WKURXJK�LWV�RZQ�H[HJHVLV��UHVXOWLQJ�
LQ�D�KDUVK�FDWHJRULFDO�GHQXQFLDWLRQ�RI�XVXU\���1HOVRQ�H[SODLQV��

:LWKRXW� YHQWXULQJ� WR� LURQ� RXW� WKH� $PEURVLDQ� GLIILFXOW\�� WKH�
6HFRQG�/DWHUDQ�&RXQFLO�RI������GHFODUHG�WKH�XQUHSHQWDQW�XVXUHU�
FRQGHPQHG� E\� WKH� 2OG� DQG� 1HZ� 7HVWDPHQWV� DOLNH� DQG��
WKHUHIRUH�� XQZRUWK\� RI� HFFOHVLDVWLFDO� FRQVRODWLRQV� DQG�&KULVWLDQ�
EXULDO����1HOVRQ�����������
$OO�RI�WKHVH�HYHQWV�VXFFHVVLYHO\�OHG�WR�WKH�KDUVKHVW�DQG�PRVW�FULWLFDO�

DV�ZHOO�DV�VWUDWHJLF�H[HJHWLFDO�SURSDJDQGD�HYHU�ODXQFKHG�DJDLQVW�XVXU\�E\�WKH�
&KXUFK� ²� HVSHFLDOO\� WKH� XVXU\� WKDW� ZDV� SUDFWLFHG� E\� &KULVWLDQV�� � 3HWHU�
/RPEDUG�� 3HWHU� &RPHVWRU�� 3HWHU� &DQWRU�� 5REHUW� GH� &XU]RQ�� :LOOLDP� RI�
$X[HUUH��$OH[DQGHU�RI�+DOHV��$OEHUWXV�0DJQXV��DQG�7KRPDV�$TXLQDV�ZHUH�
VRPH�RI�WKH�SDZQV�WKDW�FKHFNHG�WKH�WROHUDQFH�RI�XVXU\���6OLJKW�YDULDQWV�RI�
H[HJHVLV� H[LVWHG�EHWZHHQ� WKH�&KULVWLDQ� WKLQNHUV�RI� WKLV� HUD�EXW� WKHLU� UDQJH�
DQG�DWWLWXGH��ZLWK�WKH�H[FHSWLRQ�RI�WKH�'HFUHWDOLVWV��ZDV�LQ�FRQVRQDQFH�ZLWK�
WKH�IROORZLQJ�WKRXJKW�RI�6W��7KRPDV�$TXLQDV��

7KH�-HZV�ZHUH�IRUELGGHQ�WR�WDNH�XVXU\�IURP�WKHLU�EUHWKUHQ��L�H���
IURP�RWKHU�-HZV���%\�WKLV�ZH�DUH�JLYHQ�WR�XQGHUVWDQG�WKDW�WR�WDNH�
XVXU\� IURP� DQ\� PDQ� LV� VLPSO\� HYLO�� EHFDXVH� ZH� RXJKW� WR� WUHDW�
HYHU\� PDQ� DV� RXU� QHLJKERXU� DQG� EURWKHU�� HVSHFLDOO\� LQ� WKH�
(YDQJHOLFDO� FRPPXQLW\�� ZKHUHWR� DOO� DUH� FDOOHG«�� � 7KH\� ZHUH�
SHUPLWWHG��KRZHYHU��WR�WDNH�XVXU\�IURP�IRUHLJQHUV��QRW�DV�WKRXJK�
LW�ZHUH� ODZIXO�� EXW� LQ� RUGHU� WR� DYRLG� D� JUHDWHU� HYLO�� OHVW�� WR�ZLW��
WKURXJK� DYDULFH�� WR� ZKLFK� WKH\� ZHUH� SURQH�� DFFRUGLQJ� WR� ,V��
������� WKH\�VKRXOG� WDNH�XVXU\�IURP�-HZV�ZKR�ZHUH�ZRUVKLSSHUV�
RI�*RG����%DXPJDUWK�DQG�5HJDQ�������������
7KLV�W\SH�RI�H[HJHVLV�PDUNHG�RQH�RI�WKH�ILUVW�PDMRU�WUDQVYDOXDWLRQV�

RI� XVXU\� LQ� WKH� KLVWRU\� RI� &KULVWLDQ� WKRXJKW�� � 'XULQJ� WKH� ��WK� DQG� ��WK�
FHQWXULHV�� 'HXWHURQRPLF� H[HJHVLV� ZDV� FRQWLQXRXVO\� WUDQVIRUPHG� DQG�
UHLQWHUSUHWHG� WR� JLYH� XVXU\� QHZ� GHILQLWLRQV� DQG� GLPHQVLRQV�� � 8VXU\� ZDV�
JUDGXDOO\�GHILQHG�WR�EH�H[FHVVLYH�UDWHV�ZKLOH�ORZ�UDWHV�ZHUH�VORZO\�DFFHSWHG�DV�
UHDVRQDEOH� LQWHUHVW�� � $� SRSXODU� SURSRQHQW� RI� WKLV� GLVWLQFWLRQ� EHWZHHQ� XVXU\�
DQG� LQWHUHVW� DV� HDUO\� DV� WKH� ��WK� FHQWXU\�ZDV�5DEEL�0HLU� EHQ� 6LPRQ�ZKR�
DUJXHG�WKDW�'LYLQH�ODZ�IRUEDGH�XVXU\�EXW�QRW�LQWHUHVW���$FFRUGLQJO\��5DEEL�
0HLU�VKUHZGO\�VHW�IRUWK�WKH�DUJXPHQW�WKDW�UHDVRQDEOH�LQWHUHVW�ZDV�IRUELGGHQ�
QHLWKHU�E\� WKH�%LEOH�QRU� WKH�&KULVWLDQ�(PSHURU� �ZKR�H[DFWHG�����SHUFHQW�
DQQXDOO\����1HOVRQ�SURFODLPV�WKDW�DOWKRXJK�LW�LV�GRXEWIXO�WKDW�DQ\�HYLGHQFH�
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H[LVWV��LQFOXGLQJ�PDWHULDO�ZKLFK�SRWHQWLDOO\�FRXOG�EH�DOWHUHG�VHPDQWLFDOO\��LQ�
WKH� %LEOH� RU� WKH� 7DOPXGLF�� WUDGLWLRQ� ZKLFK� PDNHV� D� GLVWLQFWLRQ� EHWZHHQ�
XVXU\� DQG� LQWHUHVW�� WKH� ��WK� FHQWXU\� &KULVWLDQ� WKHRORJLDQV� SHUPLWWHG�
´UHDVRQDEOH�LQWHUHVWµ�ZKLOH�IRUELGGLQJ�XVXU\���7KH�&KULVWLDQ�WKHRORJLDQV�DQG�
FDQRQLVWV� GLG� QRW� EX\� 5DEEL� 0HLU·V� DUJXPHQW� IRU� WKH� XVXU\�LQWHUHVW�
GLVWLQFWLRQ�ZKROHVDOH���

«EXW�GUHZ�WKH�OLQH�EHWZHHQ�WKHP�LQ�D�GLIIHUHQW�IDVKLRQ���,QWHUHVVH�
DQG�XVDUD�ZHUH�GLIIHUHQW� LQ�NLQG��QRW� LQ�GHJUHH�� � �1HOVRQ��������
����
$V� IRU� WKH�5DEEL�0HLU��KH�DFWXDOO\� �FRQVFLRXVO\�RU�XQFRQVFLRXVO\��

SDLQWHG�KLPVHOI�LQWR�D�FRUQHU�ZKHQ�TXHVWLRQHG�DERXW�ZKRP�WKH�ORDQV�ZHUH�
WR�EH�GLUHFWHG"� �,I�KH�DQVZHUHG�WR�WKH�*HQWLOHV��WKHQ�'HXWHURQRP\�SODFHV�
QR�OLPLWV�RQ�XVXU\�ZKDWVRHYHU��DQG�LI�KH�ZHUH�WR�DQVZHU�DOO�ORDQV�LQ�JHQHUDO��
WKHQ�LW�ZRXOG�WUDQVODWH�LQWR�DOORZLQJ�D�ORZ�UDWH�RI�LQWHUHVW�WR�EH�WDNHQ�IURP�
-HZV�DV�ZHOO��ZKLFK�ZDV�QRW�LQ�WKH�LQWHUHVW�RI�WKH�5DEEL���
� %\�WKH�PLG�WKLUWHHQWK�FHQWXU\��DQ�HPHUJLQJ�EXVLQHVV�FODVV�WKURXJK�
QRYHO� VFKHPHV�ZDV� JHWWLQJ� DURXQG� WKH�XVXU\�SURKLELWLRQV�� �)URP������ WR�
WKH�HDUO\���WK�FHQWXU\��VHYHUDO�PDMRU�DGYDQFHPHQWV�ZHUH�PDGH�LQ�WKH�RYHUW�
MXVWLILFDWLRQ� RI� UHDVRQDEOH� LQWHUHVW�� �1HOVRQ� UHFDSWXUHV� WKLV� FUXFLDO� SHULRG�
VWDWLQJ��

,Q������DQG������UHVSHFWLYHO\��3RSHV�0DUWLQ�9�DQG�&DOL[WXV�,,,�
KDQGHG� GRZQ� TXDOLILHG� DXWKRUL]DWLRQV� RI� UHGHHPDEOH� UHDO� DQG�
SHUVRQDO�UHQW�FRQWUDFWV«��,Q�������3RSH�/HR�;�DWWHPSWHG�WR�FXW�
VKRUW� WKH� ELWWHU� SROHPLF� DPRQJ� )UDQFLVFDQ�� 'RPLQLFDQ�� DQG�
$XJXVWLQLDQ� WKHRORJLDQV� E\� SURQRXQFLQJ� WKH� OHJLWLPDF\� RI� WKH�
LQWHUHVW�FODXVH�LQ�WKH�PRQWL�GL�SLHWD����1HOVRQ���������������
7KLV�OHJLWLPDF\�RI�LQWHUHVW�DORQJ�ZLWK�WKH�HPHUJHQFH�RI�-RKDQQ�(FN�

�/XWKHU·V� DUFK�ULYDO�� ZKR� ZRUNHG� RQ� WR� SURYH� WKH� OHJLWLPDF\� RI� WKH� ���
WULSOH�FRQWUDFW��RSHQHG�WKH�GRRUV�IRU�WKH�&KXUFK�WR�OHJLWLPDWHO\�WDNH�LQWHUHVW�
RQ� ORDQV�UHQWV� DQG� PDNH� H[RUELWDQW� SURILWV�� � =HDORXVO\� VDQFWLRQLQJ� WKH�
SURKLELWLRQ� RI� XVXU\� DPRQJ� WKH� PDVVHV� RQ� WKH� RQH� KDQG� DQG� H[DFWLQJ�
LQWHUHVW�WKURXJK�FRQWUDFWV��UHQW�� ORDQV��DQG�DQQXLWLHV�RQ�WKH�RWKHU��GLG�QRW�
JR�XQQRWLFHG�E\�WKH�OHDGHUV�RI�WKH�5HIRUPDWLRQ���7KLV�K\SRFULV\�OHDG�WR�WKH�
FULVLV� RI� WKH�'HXWHURQRPLF� YHUVHV� LQ� WKH� ��WK� FHQWXU\� UHYROW�� FXOPLQDWLQJ�
LQWR�WKH�DEURJDWLRQ�RI�WKH�'HXWHURQRPLF�FRPPDQG�LQ�WRWR��
� 7KH� DYDQW�JDUGH� RI� WKH� ��WK� FHQWXU\� 5HIRUP�PRYHPHQW� LQFOXGHG�
WKH�OLNHV�RI�/XWKHU��6WUDXVV��0HODQFKWKRQ��=ZLQJOL��DQG�%XFHU²HDFK�KDYLQJ�
FRQWULEXWHG� LQ� WKH� H[HJHVLV� RI� WKH� XVXU\� YHUVHV� DQG� LWV� LPSOLFDWLRQV� WR�
&KULVWLDQ�(XURSH���&HQWUDO�WR�WKLV�PRYHPHQW��DQG�SHUKDSV�WKH�LQLWLDWRU��ZDV�
0DUWLQ�/XWKHU�ZKR�IURP�����������WRRN�D�EROG�VWDQFH�DJDLQVW�WKH�XVXULRXV�
VFKHPHV� RI� WKH� 5RPDQ� &KXUFK� �HVSHFLDOO\� DJDLQVW� DQQXLWLHV��� � 7KH� ILUVW�
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PDMRU�UHIRUP�RI�SDUDPRXQW�LPSRUWDQFH�IRU�/XWKHU�GHDOW�ZLWK�WKH�GHILQLWLRQ�
RU�FKDUDFWHUL]DWLRQ�RI�WKH�´2WKHUµ�LQ�WKH�&KULVWLDQ�OH[LFRQ���,Q�WKH�IROORZLQJ�
SDVVDJH��1HOVRQ�H[SOLFDWHV�WKH�H[HJHWLFDO�ORJLF�WKDW�/XWKHU�XWLOL]HG�WR�GHILQH�
WKH�´2WKHU�µ�

:LWKRXW� H[SOLFLWO\� FLWLQJ� WKH� WZHQW\�WKLUG� FKDSWHU� RI�
'HXWHURQRP\³KH�UHIHUV�� LQVWHDG�� WR�'HXWHURQRP\�;9�����DQG�
;9,�,,²KH�UHSHDWHGO\�HPSKDVL]HV�WKH�IDFW�WKDW�/XNH�9,�REOLJDWHG�
&KULVWLDQV� WR� PDNH� QR� GLVWLQFWLRQV� EHWZHHQ� IULHQGV�� EURWKHUV��
DQG�HQHPLHV«���1HOVRQ������������
7KH� LPSOLFDWLRQV�RI�VXFK�H[HJHVLV�DW�RQFH�UHQGHUHG�'HXWHURQRP\�

��������� LQWR� REOLYLRQ�� � ,I� WKHUH� ZDV� QR� GLVWLQFWLRQ� WR� EH�PDGH� EHWZHHQ�
IULHQGV��EURWKHUV��DQG�HQHPLHV��WKHQ�HYHQ�WKH�PRVW�OLEHUDO�LQWHUSUHWDWLRQ�RI�
'HXWHURQRP\� ��������� FRXOG� QRW� MXVWLI\� XVXU\�� � /XWKHU� FDOOHG� XSRQ� WKH�
&KXUFK�QRW�RQO\�WR�VWRS�DOO�XVXULRXV�SUDFWLFHV�DW�RQFH��EXW�DOVR�WR�UHWXUQ�DOO�
XVXULRXV�JDLQV�EDFN�WR�WKH�GHEWRUV��
� /XWKHU·V�UHYROW�VHUYHG�DV�DQ�LJQLWLRQ�DQG�DQ�LPSHWXV�WR�WKH�H[WUHPH�
OHIW�ZLQJ�UHIRUPHUV�VXFK�DV�-DNRE�6WUDXVV���6WUDXVV�VWUHWFKHG�WKH�H[HJHVLV�WR�
LWV�OLPLWV�E\�SURFODLPLQJ�WKDW�H[WRUWLRQ�DV�ZHOO�DV�WKH�DFTXLHVFHQFH�WR�XVXU\�
ZDV�HTXDOO\� VLQIXO³GLUHFWO\�SODFLQJ� WKH�FUHGLWRUV� DV�ZHOO� DV� WKH�GHEWRUV� LQ�
WKH� VDPH� FODVV� RI� VLQQHUV��� 6XFK� LPSHWXRXV� SURFODPDWLRQV� IXHOHG� WKH�
3HDVDQW� 5HYROWV� �HVSHFLDOO\� LQ� (LVDQDFK�� WR� VXFK� DQ� DODUPLQJ� H[WHQW� WKDW�
6WUDXVV�KDG�WR�UHIRUP�KLV�WKRXJKW�WR�LQKLELW�WKH�LPSHQGLQJ�DQDUFK\�ZKLFK�
FDOOHG�IRU�WKH�LPPHGLDWH�HOLPLQDWLRQ�RI�DOO�XVXULRXV�FRQWUDFWV���6WUDXVV�ZDV�
WHPSRUDULO\�DEOH� WR�TXHOO� WKH� WHPSHUDPHQW�RI�WKH�XSULVLQJ�E\�HPSKDVL]LQJ�
WKH� OHVVRQ� LQ� WKRVH� YHUVHV�ZKLFK� FDOOHG� XSRQ� WKH�&KULVWLDQV� WR� JR� RXW� RI�
WKHLU�ZD\�WR�JLYH²VXFK�DV�0DWKHZ������ZKHUH�&KULVW�RUGHUV��

«DQG�LI�DQ\RQH�ZDQWV�WR�VXH�\RX�DQG�WDNH�\RXU�FRDW��JLYH�\RXU�
FORDN�DV�ZHOO«���
6WUDXVV·V�FRQGLWLRQ�IRU�WKH�UHGHPSWLRQ�RI�WKH�RQH�JLYLQJ�XVXU\�ZDV�

IRU�KLP�WR�UHDOL]H�WKDW�LW�ZDV�GHSORUDEOH�DQG�PDNH�LW�NQRZQ�WR�WKH�FUHGLWRU�
WKDW�LW�ZDV�VLQIXO���1RQH�RI�WKLV�KLG�WKH�IDFW�WKDW�D�VRFLDO�UHYROXWLRQ�ZDV�DW�
KDQG�HVSHFLDOO\�ZKHQ�VRPH�OHIW�ZLQJ�H[WUHPLVW�HOHPHQWV�VWDUWHG�SXVKLQJ�IRU�
WKH�UH�LQVWLWXWLRQ�RI�0RVDLF�ODZ���,Q�WKHLU�XOWUD�0RVDLVP��VRPH�FDOOHG�IRU�WKH�
HOLPLQDWLRQ�RI�SULYDWH�SURSHUW\��ZKLFK�WKH\�YLHZHG�DV�DQWLWKHWLFDO�WR�+HEUHZ�
EURWKHUKRRG�� � 0DU[� PD\� ZHOO� KDYH� KDG� EHWWHU� RGGV� RI� XVKHULQJ� LQ�
&RPPXQLVP�LQ�WKLV�HUD�WKDQ�KLV�RZQ���7KLV�XOWUD�OHIW�ZLQJ�DWWHPSW��L�H��WKH�
FDOO� IRU� WKH� UH�LQVWLWXWLRQ� RI� 0RVDLF� ODZ�� RI� WKH� 5HIRUP� PRYHPHQW� ZDV�
DFWXDOO\� DOVR� DQ� DWWHPSW� WR� GH�VHFXODUL]H� &KULVWLDQLW\³D� UHOLJLRQ� WKDW�
UHWDLQHG�D�VHFXODU�WUDGLWLRQ�IURP�LWV�YHU\�RULJLQV���
� 0HODQFKWKRQ� DURVH� DV� D� FKHFN� DQG� DV� D� OHJDOLVWLF� FKDOOHQJH� WR� WKH�
XOWUD�0RVDLVP�RI�WKH�H[WUHPLVW�OHIW�ZLQJHUV���1HOVRQ�GHVFULEHV�WKH�KRVWLOLW\�
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RI� 0HODQFKWKRQ� WR� 0RVDLF� ODZ� DQG� GH�VHFXODUL]DWLRQ� LQ� WKH� IROORZLQJ�
SDVVDJH��

7KH�¶ODZ�RI�&KULVW�·�0HODQFKWKRQ�FRQWHQGHG��ZDV�QRW�QHFHVVDULO\�
WR�EH�WDNHQ�DV�WKH�EDVLV�RI�WKH�RUJDQL]DWLRQ�RI�VHFXODU�VRFLHW\���,Q�
WKH� WHDFKLQJ� RI� WKH�*RVSHO�� KH� VDLG�� WHPSRUDO�PDJLVWUDWHV�ZHUH�
HQWLUHO\�IUHH�WR�UXOH�LQ�DFFRUGDQFH�ZLWK�FLYLO�ODZV����1HOVRQ��������
����
$IWHU�VHULRXV�WKRXJKW�IURP�����������DQG�DQ�DWWHPSW�WR�UHFRQFLOH�

WKH� GLIIHULQJ� IDFWLRQV� RI� WKH�*UHDW�5HYROW�� /XWKHU� MRLQHG�0HODQFKWKRQ� LQ�
FDWHJRULFDOO\� GHQRXQFLQJ� DQ\� HIIRUW� �HYHQ� PLQXWHO\�� WR� LQVWLWXWLRQDOL]H�
0RVDLF� DQG�*RVSHO� ODZV�� � /XWKHU� WDXJKW� WKDW� LI� FKDQJH� ZHUH� WR� FRPH�� LW�
ZRXOG�KDYH�WR�FRPH�IURP�WKH�FLYLO�DXWKRULW\�DQG�QRW�WKH�UHOLJLRXV���+H�ZHQW�
DV� IDU� DV� WR� VWDWH� WKDW� FLYLO� DXWKRULW\� ZDV� MXVWLILHG� LQ� LWV� FRHUFLRQ� DJDLQVW�
UHFDOFLWUDQW� GHEWRUV� HYHQ� LI� LW� PHDQW� WKH� UDLVLQJ� RI� WKH� VZRUG�� � /XWKHU�
FRQFOXGHG� WKLV� SKDVH� RI� KLV� OLIH� E\� RSHQLQJ� WKH� GRRU� WR� DQ� XOWUD� VHFXODU�
VRFLHW\�DQG�D�FDSLWDOLVW�V\VWHP�E\�FRQYH\LQJ�VXFK�WKRXJKWV�DV�WKH�IROORZLQJ��

+H�LQVLVWV�UHSHDWHGO\�WKDW�&KULVWLDQV�RI�WKH���WK�FHQWXU\�ZHUH�QR�
PRUH�ERXQG�E\� WKH� ´MXGLFDO� ODZVµ�RI�0RVHV� WKDQ� WKH\�ZHUH�E\�
WKH� FHUHPRQLDO� ODZV�� VXFK� DV� WKH� ODZ�RI�FLUFXPFLVLRQ«1RW� WKH�
*RVSHOV�� EXW� WKH� HFRQRPLF� VLWXDWLRQ� DQG� WKH� FRQVLGHUDWLRQ� RI�
SXEOLF�XWLOLW\��ZHUH�RI�SDUDPRXQW�LPSRUWDQFH�LQ�ILQGLQJ�FOXHV�IRU�
WKH�UHJXODWLRQ�RI�ORDQV�DW�LQWHUHVW����1HOVRQ���������������
/XWKHU� KDG� XWWHUHG� WKHVH� VWDWHPHQWV� LQ� HDUQHVW� KRSH� WKDW� WKH�

3ULQFHV� �DQG� RWKHU� UHOHYDQW� FLYLO� DXWKRULWLHV�� ZRXOG� WKHPVHOYHV� JUDGXDOO\�
HOLPLQDWH� WKH� SUDFWLFHV� RI� XVXU\� GXH� WR� LWV� VLQIXO� QDWXUH�� � ,Q� ������ DIWHU�
DSSUR[LPDWHO\� ��� \HDUV� RI� SDWLHQFH�� /XWKHU� IRXQG� KLPVHOI� D� KLJKO\�
GLVDSSRLQWHG�SHUVRQ�LQ�WKH�ZRHV�RI�D�VHYHUH�QDWLRQDO�HFRQRPLF�FULVLV���7KH�
XQFKHFNHG�HFRQRPLF�LPSXOVH�HQJLQHHUHG�D�PDVWHUIXO�WDNHRYHU�RI�WKH�PRUDO�
FRQVFLRXV�RI�WKH�XVXUHU·V�SV\FKH���7KH�SUDFWLFH�RI�XVXU\�PXOWLSOLHG�PDQLIROG�
DQG�HQGDQJHUHG�WKH�YHU\�HFRQRP\�RI�*HUPDQ\�ZLWK�VRPH�3ULQFHV�H[WRUWLQJ�
DV�PXFK� DV� ���� LQ� LQWHUHVW�� �7KLV�QDWXUDOO\� HYRNHG�DQ� LQFHQVHG�H[SORVLYH�
UHDFWLRQ�IURP�/XWKHU�RQH�WKDW�ZRXOG�SURYH�WR�EH�DV�LQHIIHFWLYH�DV�LW�ZDV�WKH�
ILUVW�WLPH���+LV�LPPHGLDWH�OLQH�RI�DFWLRQ�ZDV�WR�FDWHJRULFDOO\�GHQRXQFH�XVXU\�
DV� D� PRUDO� VLQ�YLFH� DQG� KH� FDOOHG� XSRQ� WKH� SUHDFKHUV� WR� GHQ\� VRPH�
VDFUDPHQWV�WR�WKH�XVXUHUV���/XWKHU·V�XOWUD�VHFXODU�WHQGHQFLHV�GLG�QRW�FKDQJH�
HYHQ� PLQXWHO\�� EXW� UDWKHU� KH� UH�HQIRUFHG� WKHP� ZLWK� WKH� IROORZLQJ�
SURQRXQFHPHQWV��

7KH�7KUHH�IROG�ZD\�RI�&KULVWLDQLW\�LV�WR�EH�DQ�LGHDO�VWDQGDUG�RI�
PHDVXUHPHQW��QRW�D�SURJUDP�IRU�DFWLRQ���+H�ZDVWHV�QR�V\PSDWK\�
RQ�XWRSLDQ�VRFLDO�UHIRUPHUV�� � WKH�´UHG�DQG�EORRG\�VZRUG�RI�WKH�
UXOHU�µ� KH� LQVLVWV�� UDWKHU� WKDQ� WKH� *RVSHO� ZLOO� DORQH� JXDUDQWHH�
SHDFH�LQ�WKLV�ZRUOG����1HOVRQ������������
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&KULVW�SXWV�XV��ERWK�RXU�ERGLHV�DQG�RXU�JRRGV��XQGHU�WKH�FRQWURO�
RI�WKH�(PSHURU�DQG�WKH�FLYLO�ODZ����1HOVRQ������������
,W� LV� WLPHO\� WR� QRWH� KHUH� WKDW� /XWKHU·V� SURQRXQFHPHQWV� RQ� WKH�

DEURJDWLRQ�RI�0RVDLF� ODZ�DV�ZHOO� DV�KLV� LQVLVWHQFH�RQ�XOWUD� VHFXODU� VRFLHW\�
�ZKLFK�LV�LQLWLDOO\�DQG�LQWULQVLFDOO\�OLQNHG�WR�WKH�DEURJDWLRQ�RI�'HXWHURQRP\�
���������� PD\� ZHOO� KDYH� EHHQ� WKH� HDUOLHVW� LQFXEDWRUV� RI� WKH� PRGHUQ�
FDSLWDOLVW� VSLULW�� � 7KLV� SURSRVLWLRQ� LV� MXVWLILHG� E\� WKH� REVHUYDWLRQ� WKDW� LQ�
RUGHU� IRU� WKH�V\VWHP�RI�FDSLWDOLVP�WR�HPHUJH� LQ�IXOO�IRUFH�� LW�PXVW�ILUVW�EH�
RFFDVLRQHG� E\� WKH� H[SOLFLW� DFFHSWDQFH� DQG� WKHQ� FRQVHTXHQWLDOO\� WKH�
PDQLIHVWDWLRQ� RI� VHFXODULVP��� 7KH� LPSOLFDWLRQV� RI� WKH� XOWUD�VHFXODULVP� RI�
/XWKHU�OHJLWLPL]HG�DQ\�IRUP�RI�SROLWLFDO�DQG�HFRQRPLF�V\VWHP�WKDW�WKH�FLYLO�
DXWKRULWLHV�GHVLUHG�²�LQFOXGLQJ�FDSLWDOLVP���:H�PXVW�DOVR�NHHS�IUHVK�LQ�RXU�
PLQGV� WKDW� /XWKHU� ZDV� QRW� RQO\� DGGUHVVLQJ� RWKHU� SUHDFKHUV� DQG� WKH�
SRSXODFH�� EXW� DOVR� WKH� 3ULQFHV�� L�H�� WKH� FLYLO� DXWKRULWLHV� VXFK� DV� -RKDQQ�
)ULHGULFK� RI� 6D[RQ\�� � ,Q� WKH� ��� \HDUV� WKDW� SDVVHG� DIWHU� /XWKHU�PDGH� KLV�
SURQRXQFHPHQWV�� WKH� VSLULW� RI� FDSLWDOLVP�ZDV� HYLGHQW�ZLWK� WKH� LQFUHDVH� LQ�
TXDQWLW\�DV�ZHOO�DV�TXDOLW\�RI�XVXULRXV�H[WRUWLRQ��ZLWK�D�WRWDO�GLVUHJDUG�RI�DQ\�
VRUW� RI� PRUDOLW\�� � ,Q� UHWURVSHFW�� LW�PXVW� EH� NHSW� IUHVK� LQ� RXU�PLQGV� WKDW�
/XWKHU·V�VDQFWLRQ�RQ�XVXU\�GHVSLWH�'HXWHURQRP\�������ZDV�DJDLQVW�OHQGLQJ�
XVXU\�WR�DQ\RQH�DQG�PRVW�LPSRUWDQWO\��LW�ZDV�D�PRUDO�VDQFWLRQ���+LVWRU\��LQ�
WKLV� FDVH� ��� \HDUV� DIWHU� /XWKHU·V� PRUDO� UHYROW� DJDLQVW� XVXU\�� SURYHG� WKDW�
VHFXODULVP� �UHOLJLRXV� ODZV� ODFNLQJ� HQIRUFHPHQW� WKURXJK� FLYLO� DXWKRULW\��
GRPLQDWHV� PRUDOLW\� �LQ� WKLV� H[DPSOH�� /XWKHU·V� PRUDO� VDQFWLRQ� RI� XVXU\�
GHYRLG�RI�FLYLO�HQIRUFHPHQW���UHVXOWLQJ�LQ�WKH�ULVH�RI�XVXULRXV�SUDFWLFH��DQG�
WKH�FDSLWDOLVW�VSLULW�HWKRV����,W�LV�ZRUWK�UHSHDWLQJ�WKH�FUXFLDO�WKHPH�WKDW�WKLV�
ZLGH� VSUHDG� SUDFWLFH� RI� XVXU\� GHVSLWH� H[SOLFLW� PRUDO� VDQFWLRQ� LV� DQ�
LQGLFDWLRQ³UDWKHU� D� KLVWRULFDO� SURRI� RI� WKH� SKHQRPHQRQ� WKDW� VHFXODULVP�
OHDGV� WR� FDSLWDOLVP��� � 7KH� DEURJDWLRQ� RI� 0RVDLF� ODZ� LQ� JHQHUDO� DQG�
'HXWHURQRP\����������LQ�SDUWLFXODU�E\�WKH�*HUPDQ�UHIRUPHUV�ZDV�QRW�RQO\�
WKH� LQLWLDWLRQ�RI� D� YLFLRXV� F\FOH�RI� VHFXODULVP�DQG� WKH�RQVHW�RI� FDSLWDOLVP��
EXW�LW�DOVR�SODQWHG�WKH�VHHGV�IRU�D�XVXU\�EDVHG�ILQDQFLDO�IRUP�RI�FDSLWDOLVP��

&DSLWDOLVP� LV� DERXW� FDSLWDO³UHOLJLRXVO\� EOLQG� WR� DQ\� IRUP� RI�
IUDWHUQLW\� DQG�PRUDOLW\�� � ,Q�RUGHU� IRU� FDSLWDOLVP� WR� WKULYH� DV� DQ� HFRQRPLF�
V\VWHP�� LW�PXVW�PDLQWDLQ�D�ZDU�OLNH�DWWLWXGH�DJDLQVW�PRUDOLW\�DQG�IUDWHUQLW\��
ERWK�RI�ZKLFK�DUH�FKDUDFWHULVWLFV�RI�UHOLJLRQ�WUDGLWLRQ����0RUDOLW\�IRUELGV�WKH�
RSSUHVVLRQ�RI�RXU�´%URWKHUV�µ�WKH�SRRU��DQG�WKH�LQGLJHQW��ZKLOH�FDSLWDOLVP�
WKULYHV�RII�WKH�H[SORLWDWLRQ�RI�WKH�SRRU�DQG�WKH�LQGLJHQW���7KLV�SKHQRPHQRQ�
ILQGV�XQSUHFHGHQWHG�PDQLIHVWDWLRQ� LQ� WKH�PRGHUQ�HUD�EHFDXVH�VFLHQFH�DQG�
WHFKQRORJ\�KDYH�PDGH�SRVVLEOH�WKH�LQQRYDWLRQ�RI�PDVV�SURGXFWLRQ���,QVWHDG�
RI� DFKLHYLQJ� SURVSHULW\�� D� SDUDGR[LFDO� JOREDO� SUHGDWRU\� XVXULRXV� FDSLWDOLVW�
V\VWHP�HPHUJHG��GHYRLG�RI�DOO�PRUDOLW\��DQG�IUDWHUQLW\���EULQJLQJ�WKH�ZKROH�
ZRUOG�LQWR�DQ�XQSUHFHGHQWHG�UHDOP�RI�SRYHUW\���,�PHQWLRQ�WKLV�WR�HPSKDVL]H�
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WKDW�FDSLWDOLVP�PXVW�EOLQGO\�H[SORLW�HYHU\RQH�WR�WKH�H[FOXVLRQ�RI�QR�RQH����,W�
GRHV�QRW�UHFRJQL]H�DQ\�ERXQGV�RU�OLPLWDWLRQV�ZKHWKHU�UHOLJLRXV��WUDGLWLRQDO��
WULEDO��DQG�RU�PRGHUQ��ZLWK�WKH�H[FHSWLRQ�RI�WKRVH�WKDW�DUH�GHWULPHQWDO�WR�
LWV� RZQ� H[SDQVLRQ�VXUYLYDO���� 7KLV� FRXOG� RQO\� KDYH� EHHQ� DFFRPSOLVKHG�
WKURXJK� DQ� H[SOLFLW� DQQXOPHQW� RI� WKH� OHVVRQ� FRQWDLQHG� LQ� 'HXWHURQRP\�
���������� ZKLFK� KDG� HQFRXUDJHG� EURWKHUKRRG� DJDLQVW� WKH� VWUDQJHU� RU�
´2WKHUKRRG�µ� � 7KH� PHWKRG� ZDV� WZR�IROG�� 7KH� ILUVW� ZDV� WR� GHVWUR\� WKH�
GLVWLQFWLRQ�EHWZHHQ�EURWKHUKRRG�DQG�RWKHUKRRG��OHDYLQJ�XV�ZLWK�D�XQLYHUVDO�
EURWKHUKRRG�� � 7KH� VHFRQG� SDUW� RI� WKLV� PHWKRG� ZDV� WR� WUDQVIRUP� WKLV�
XQLYHUVDO� EURWKHUKRRG� LQWR� D� XQLYHUVDO� RWKHUKRRG�� UHVXOWLQJ� LQ� WKH�
SURGXFWLRQ� RI� DQ� ´DOO� DJDLQVW� DOOµ� EHKDYLRU� WKDW� ZDV� QHFHVVDU\� IRU� WKH�
FDSLWDOLVW� VSLULW� WR� IORXULVK�� � 7KH� (XURFHQWULF� 5HIRUPDWLRQ� ZLWK� /XWKHU��
0HODQFKWKRQ�� DQG� %XFHU·V��� DEURJDWLRQ� RI� 0RVDLF� ODZ� H[HFXWHG� WKH� ILUVW�
VWHS� RI� WKLV� PHWKRG� DQG� SURGXFHG� DQ� DWPRVSKHUH� RI� D� XQLYHUVDO�
EURWKHUKRRG���0HODQFKWKRQ�H[SODLQV��

7KH� 0RVDLF� GLVFULPLQDWLRQ� DJDLQVW� DOLHQV� KDV� EHHQ� VXSHUVHGHG���
1RZ�QR�RQH�LV�DQ�RXWVLGHU��DOO�DUH�NLQVPHQ����1HOVRQ������������

7KH� ILQDO� WDVN�RI� WUDQVIRUPLQJ� WKLV�XQLYHUVDO�EURWKHUKRRG� LQWR�D�XQLYHUVDO�
RWKHUKRRG�ZDV�DXGDFLRXVO\�WDNHQ�XS�E\�&DOYLQ���
�
7KH� 7UDQVIRUPDWLRQ� RI� WKH� 8QLYHUVDO� %URWKHUKRRG� LQWR� WKH�
8QLYHUVDO�2WKHUKRRG��7KH�'HDWK�RI�'HXWHURQRP\��
� -RKQ�&DOYLQ�SLFNHG�XS�ZKHUH�/XWKHU��0HODQFKWKRQ��%XFHU��DQG�WKH�
RWKHU�UHIRUPHUV�OHIW�RII�LQ�WKH�HYROXWLRQ�RI�WKH�WUDQVYDOXDWLRQ�RI�XVXU\�LQWR�
WKH� VSLULW� RI� FDSLWDOLVP�� � +LV� H[HJHVLV� ZDV� WKH� ILQDO� QDLO� LQ� WKH� FRIILQ� RI�
'HXWHURQRP\�� � 1HOVRQ� LOOXVWUDWHV� WKH� SRSXODULW\� DQG� FRJHQF\� RI� &DOYLQ·V�
H[HJHVLV�RQ�'HXWHURQRP\�LQ�WKH�IROORZLQJ�SDVVDJH��

&DOYLQ� RQ�'HXWHURQRP\� EHFDPH� D�*RVSHO� RI� WKH�PRGHUQ� HUD���
(YHU\RQH� IURP� WKH� VL[WHHQWK� WR� WKH� QLQHWHHQWK� FHQWXU\� ZKR�
DGYRFDWHG�D�PRUH�OLEHUDO�XVXU\�ODZ�WXUQHG�WR�&DOYLQ�IRU�VXSSRUW���
(YHQ�WKRVH�ZKR�ZRXOG�QRW�RU�FRXOG�QRW�PHQWLRQ�KLV�QDPH�ZHUH�
FRPSHOOHG�WR�VSHDN�KLV�ZRUGV���,I�WRGD\�ZH�GR�QRW�DSSHDO�WR�KLV�
WHDFKLQJV�� LW� LV� EHFDXVH� ZH� KDYH� OHDUQHG� KLV� OHVVRQV� WRR� ZHOO���
�1HOVRQ������������
:KDW� &DOYLQ� KDG� GRQH� ZDV� SUHFLVHO\� WR� OHJLWLPL]H� WKH� WDNLQJ� RI�

XVXU\�IURP�\RXU�EURWKHU��H[SOLFLWO\�FRQWUDGLFWLQJ�'HXWHURQRP\������������7KH�
PDJQHWLVP� DQG� SRSXODULW\� WKDW� &DOYLQ� FRPPDQGHG� LQ� KLV� SURMHFW� RI� WKH�
WUDQVYDOXDWLRQ� RI� YDOXHV� �IURP� XQLYHUVDO� EURWKHUKRRG� WR� RWKHUKRRG�� ZDV�
WHVWLPRQ\�WR�WKH�ULVH�DQG�WKH�PDQLIHVWDWLRQ�RI�WKH�VSLULW�RI�FDSLWDOLVP���7KLV�
LV� HVSHFLDOO\� WUXH� ZKHQ� ZH� FRQVLGHU� WKDW� &DOYLQ� DV� D� MXULVW� ZDV� VNLOOIXOO\�
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HTXLSSHG�WR�ILQH� WXQH�WKH�KLWKHUWR�FUXGH�QRWLRQ�RI�WUDQVODWLQJ�0RVDLF�DQG�
*RVSHO�UXOHV�LQ�WKH�OLJKW�RI�´LQGLYLGXDO�FRQVFLHQFH��WKH�HTXLW\�RI�WKH�*ROGHQ�
5XOH�� DQG� WKH� UHTXLUHPHQWV� RI� SXEOLF� XWLOLW\�µ³D� QRWLRQ� ZKLFK� LV� GXDOO\�
FUXFLDO�IRU�VHFXODULVP�DQG�FDSLWDOLVP��

,Q� D� QXWVKHOO�� &DOYLQ� YLHZHG� WKDW� ZLWK� WKH� H[FHSWLRQV� RI� DQ�
H[FHVVLYH�UDWH�RI�XVXU\��KDELWXDO�GHDOLQJ��L�H��H[WRUWLQJ�XVXU\�DV�D�SURIHVVLRQ���
DQG� WDNLQJ� XVXU\� IURP� WKH� SRYHUW\� VWULFNHQ�� LW� ZDV� ZLGHO\� DFFHSWHG� DV�
OHJLWLPDWH�DQG�HYHQ�QHFHVVDU\�IRU�SXEOLF�XWLOLW\���,Q�UHJDUGV�WR�'HXWHURQRP\�
������� &DOYLQ� DUJXHG� WKDW� WKH� FRPPDQGPHQW� DJDLQVW� XVXU\� ZDV� QRW� D�
XQLYHUVDO� VSLULWXDO� ODZ� EXW� ZDV� D� SURKLELWLRQ� H[FOXVLYHO\� IRU� -HZV� LQ� WKH�
-HZLVK�SROLW\�WR�WKH�H[FOXVLRQ�RI�DOO�RWKHU�QDWLRQV���'HXWHURQRP\�������QRW�
EHLQJ� D� XQLYHUVDO� VSLULWXDO� ODZ� �EHFDXVH� VSLULWXDO� ODZ� GRHV� QRW� DOORZ�
GLVFULPLQDWLRQ� VXFK� DV� WKH� RQH� FRQWDLQHG� LQ�'HXWHURQRP\� ����������� EXW�
RQH�VSHFLILFDOO\�IRUPXODWHG�IRU�WKH�-HZLVK�SROLW\�LPSOLHV�WKDW�RQFH�WKH�-HZV�
ZHUH� EDQLVKHG� IURP� WKH� .LQJGRP� RI� *RG�� WKH� SROLW\� ZDV� GLVPDQWOHG�
�FHDVHG� WR� H[LVW�� PDNLQJ� 'HXWHURQRP\� ������ OLNHZLVH� LUUHOHYDQW� DQG�
DEURJDWHG�� �&DOYLQ�DOVR�KDG�DEURJDWHG�0RVDLF� ODZ�ZKLFK�ZDV�HDUOLHU�FDOOHG�
IRU� E\� /XWKHU�� 0HODQFKWKRQ�� %XFHU�� DQG� WKHLU� IROORZHUV�� � 2QH� FUXFLDO�
TXHVWLRQ�UHPDLQHG�WR�EH�GHDOW�ZLWK�SULRU�WR�WKH�WRWDO�WUDQVIRUPDWLRQ�RI�WKH�
XQLYHUVDO� EURWKHUKRRG� LQWR� D� XQLYHUVDO� RWKHUKRRG�� ,I� WKH� -HZV� ZHUH�
IRUELGGHQ� WR� H[DFW� XVXU\� IURP� WKHLU� EURWKHUV� EHFDXVH� RI� IUDWHUQLW\�� WKHQ�
KRZ�FRXOG�XVXU\�EH� MXVWLILHG� LQ�D�XQLYHUVDO�EURWKHUKRRG�RI�PDQ�ZKHQ�WKH�
´2WKHUµ�RU�WKH�VWUDQJHU�FHDVHG�WR�H[LVW"��1HOVRQ�VWDWHV�WKDW�&DOYLQ·V�DQVZHU�
WR�WKLV�GLOHPPD�ZDV�HSRFK�PDNLQJ�DQG�LV�ZRUWK�TXRWLQJ��

7KHUH� LV� D� GLIIHUHQFH� LQ� WKH� SROLWLFDO� XQLRQ�� IRU� WKH� VLWXDWLRQ� LQ�
ZKLFK� *RG� SODFHG� WKH� -HZV� DQG� PDQ\� RWKHU� FLUFXPVWDQFHV�
SHUPLWWHG�WKHP�WR�WUDGH�FRQYHQLHQWO\�DPRQJ�WKHPVHOYHV�ZLWKRXW�
XVXULHV���2XU�XQLRQ�LV�HQWLUHO\�GLIIHUHQW���7KHUHIRUH�,�GR�QRW�IHHO�
WKDW�XVXULHV�ZHUH�IRUELGGHQ�WR�XV�VLPSO\��H[FHSW�LQ�VR�IDU�DV�WKH\�
DUH�RSSRVHG�WR�HTXLW\�RU�FKDULW\����1HOVRQ������������
7KXV�WKH�RQO\�LQKLELWLRQV�DJDLQVW�XVXU\�LQ�&DOYLQ·V�IRUPXOD�ZDV�LI�LW�

ZDV�GHHPHG�KDUPIXO�WR�D�IHOORZ�EURWKHU��L�H��ZLWK�H[RUELWDQW�LQWHUHVW�UDWHV���
LI� H[DFWLQJ�XVXU\�ZDV�PDGH� LQWR� D�SURIHVVLRQ� LQ� LWVHOI�� DQG� LI� LW�ZDV� WDNHQ�
IURP�WKH�KHOSOHVV�SRYHUW\�VWULFNHQ�SHRSOH���:H�PXVW�UHDOL]H�WKDW�LQ�&DOYLQ·V�
FRQFHSWXDO�IUDPHZRUN�RI�XVXU\��WKH�LQKLELWLRQV�DUH�VHFXODU�RQHV�ODFNLQJ�FLYLO�
DXWKRULW\�WR�HQIRUFH�WKHP³D�SUREOHP�ZKLFK�SODJXHG�HYHU\�UHIRUPHU�ZKR�
VHW� RXW� WR� UDGLFDOO\� WUDQVIRUP� WKH� &KULVWLDQ� LGHRORJ\� IURP� WKH� SULVRQ� RI�
LGHDOV�LQWR�WKH�UHDOP�RI�SUDFWLFDOLW\���6XFK�D�UDGLFDOO\�VHFXODU�WUDGLWLRQ�FRXOG�
RQO\� KDYH� IRUFHG� KLVWRU\� WR� FRQFOXGH� WKLV� XVXU\� GLDOHFWLF� ZLWK� WKH�
MXVWLILFDWLRQ� RI� H[DFWLQJ� XVXU\� IURP� DOO� �L�H�� WKH� XQLYHUVDO� EURWKHUKRRG����
+LVWRU\�SURYHG�WLPH�DQG�DJDLQ�WKDW�LI�WKH�HFRQRPLF�LPSXOVH�LV�OHIW�WR�LWVHOI��
LW�YLUXOHQWO\�GRPLQDWHV� WKH�YHU\�SV\FKRORJ\�RI� WKH�KXPDQ�EHLQJ��ZKLFK� LQ�
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WXUQ�LPSDFWV�WKH�VRFLHW\�LQ�ZD\V�XQSUHFHGHQWHG�DQG�XQIRUWXQDWHO\�LQ�PDQ\�
FDVHV�� LUUHYHUVLEO\���5HOLJLRXV�VDQFWLRQV�RQ�XVXU\�ZLWKRXW�FLYLO�HQIRUFHPHQW�
LV� D� FRJHQW� DQG� FHQWUDO� H[DPSOH� RI� KRZ� WKH� PRQVWURXV� DWWDFNV� RI� WKH�
HFRQRPLF�XUJH�RQ�WKH�SV\FKH�RI�WKH�KXPDQ�EHLQJ�OHG�WR�D�SUHGDWRU\�V\VWHP�
RI� FDSLWDOLVP�� � ,W� ZDV� MXVW� D� PDWWHU� RI� WLPH� EHIRUH� FDSLWDOLVP� �WKH�
SDWKRORJLFDO� HFRQRPLF� XUJH� FRQFHSWXDOL]HG� DQG� V\VWHPL]HG�� ZDV� WR�
GRPLQDWH� WKH� ZRUOG� DQG� YLQGLFDWH� WKH� IDFW� WKDW� VHFXODULVP� LV� LQ� IDFW� WKH�
SUHFXUVRU�WR�FDSLWDOLVP���,W� LV�WUXH�DFFRUGLQJ�WR�+HJHO�DQG�0DU[�WKDW�HYHU\�
PDMRU�KLVWRULFDO�HYHQW�DQG�SHUVRQDJH�UHSHDWV�LWVHOI�²�DQG�DFFRUGLQJ�WR�0DU[��
WKH� ILUVW� WLPH� DV� D� WUDJHG\� DQG� WKH� VHFRQG� WLPH� DV� D� IDUFH���� 7KH� ILUVW�
LQYROYHG�WKH�SHUVRQDJH�RI�/XWKHU�UHVXOWLQJ�LQ�WKH�XQGHVLUDEOH�WUDJHG\�RI�KLV�
DEURJDWLRQ� RI� 0RVDLF� ODZ� ZKLFK� LQFUHDVHG� WKH� SUDFWLFH� RI� XVXU\�� � 7KH�
VHFRQG� WLPH� LQYROYHG� WKH� SHUVRQDJH� RI� &DOYLQ� ZKR� UH�HQIRUFHG� WKH�
DEURJDWLRQ� RI�0RVDLF� ODZ� DQG� H[HJHWHG�'HXWHURQRP\� WR� OHJLWLPL]H� XVXU\�
HYHQ� DJDLQVW� IUDWHUQLW\� ²� D� JUDQG� IDUFH� WKDW� PDWHULDOL]HG� LQWR� WKH�
V\VWHPL]DWLRQ�RI�FDSLWDOLVP��
�
7KH�(PHUJHQFH�RI�)LQDQFLDO�&DSLWDOLVP³$�1RYHO�+HJHPRQLF�
6\VWHP�RI�([SORLWDWLRQ�RI�WKH�*OREDO�9LOODJH�
� &RQWHPSRUDU\�GLVFXVVLRQV�DQG�H[HJHVLV�RI�XVXU\�ODZV�VLQFH�&DOYLQ�
DUH�UDUH� LI�QRW� WRWDOO\�QRQ�H[WDQW�� �7KH�UHOLJLRXV�FRPPXQLW\��WR�WKH�SDUWLDO�
H[FOXVLRQ�RI�WKH�SRFNHWV�RI�FHUWDLQ�0XVOLPV�ZLWKLQ�WKH�0XVOLP�FRPPXQLW\��
KDV� XQDQLPRXVO\� WXUQHG� LWV� DWWHQWLRQ� DZD\� IURP� WKH� GDQJHURXV� WUHQG� RI�
FDSLWDOLVP���(XURSH��WKH�SURJHQLWRU�RI�WKH�FDSLWDOLVW�LGHRORJ\��KDV�ZLWQHVVHG�
D�QHZ�PRGH�RU�PHFKDQLVP�RI�FDSLWDOLVP���7KH�FDSLWDOLVP�RI�0DU[�FHQWHUHG�
RQ�WKH�LQGXVWULDO�UHYROXWLRQ�DQG�WKH�H[SORLWDWLRQ�RI�ODERU�DV�WKH�DOLHQDWLRQ�RI�
PDQ�DQG�WKH�IXHO�IRU�WKH�FDSLWDOLVW�PDFKLQHU\���7RGD\��FR�H[LVWLQJ�ZLWK�WKLV�
LQGXVWULDO� FDSLWDOLVP� �H[SORLWDWLRQ� RI� ODERU� E\�PXOWL�QDWLRQDO� FRUSRUDWLRQV�
DQG� RWKHU� IRUPV�� LV� ILQDQFLDO� FDSLWDOLVP³WKDW� ZKLFK� GHULYHV� FDSLWDO� IURP�
H[SORLWDWLRQ� WKURXJK� WKH� PHFKDQLVP� RI� XVXU\�� � ,W� LV� DFNQRZOHGJHG� WKDW�
0DU[LVW� WHOHRORJ\�KDV�IDLOHG�GXH�WR�WKH�ULJLG�GHWHUPLQLVWLF�´SKLORVRSK\µ�RI�
0DU[���&HUWDLQO\�DV�LW�DSSHDUV��&RPPXQLVP�KDV�IDLOHG�DQG�WKH�OLNHOLKRRG�RI�
LWV� UHYLYDO� LV� GLP�� � ,W� LV� DQ� LGHRORJ\� ZKLFK� KDV� RXWOLYHG� LWVHOI� DQG� IRU� DOO�
SUDFWLFDO� SXUSRVHV�� GHDG�� � 7KLV� GRHV� QRW� DW� DOO� WUDQVODWH� LQWR� WKH�
PLVFDOFXODWLRQ� WKDW� WKH� 0DU[LVW� FULWLTXH� RI� FDSLWDOLVP� DQG� WKH� UHVXOWDQW�
DOLHQDWLRQ�LV�OLNHZLVH�LQHUW�DQG�WKHUHIRUH�GLVSRVDEOH���$Q\RQH�ZKR�KROGV�WKLV�
YLHZ� KDV� QRW� XQGHUVWRRG� 0DU[�� � .DUO� 0DU[� VWULSSHG� RI� DOO� WKH� IDQF\�
WHUPLQRORJ\� DQG� SKLORVRSK\�� HVVHQWLDOO\� XQHDUWKV� WKH� IDFW� WKDW� WKH�
GLVWLQFWLRQ� �DQG� WHQVLRQ�� EHWZHHQ� WKH� ´KDYHVµ� DQG� WKH� ´KDYH�QRWVµ� LV� D�
FRQWLQXXP� WKURXJK� KLVWRU\�� ZKLFK� UHWDLQV� WKH� VDPH� FKDUDFWHUV� DW� WKH�
GLIIHUHQW� VWDJHV� RI� KXPDQ� VRFLDO� DQG� HFRQRPLF� HYROXWLRQ�� � 7KH� VDPH�
DULVWRFUDW��ZKR�GRPLQDWHV� WKH�SHDVDQW� WKURXJK�WKH�XWLOLW\�RI� ODQG�DQG�UHQW�



7KH�7UDQVYDOXDWLRQ�RI�8VXU\� � ����
RQ�RQH�GD\�DQG�WUDQVIRUPV�KLPVHOI�ZLWK�WKH�PHUFKDQWV�LQWR�D�FDSLWDOLVW�RQ�
DQRWKHU�� UHPDLQV� LQ� WKH� FODVV� RI� WKH� ´KDYHVµ� DV� RSSRVHG� WR� WKH� ´KDYH�
QRWV�µ��� �+H� MXVW�PRELOL]HV�KLV�ZHDOWK� WR�H[SORLW� WKH�PHDQV�RI�SURGXFWLRQ�
DQG�GLVWULEXWLRQ�HDFK�WLPH�WKH\�FKDQJH³DOZD\V�VWD\LQJ�DKHDG�RI�WKH�´KDYH�
QRWVµ� ZKR� ODFN� WKH� UHVRXUFHV� WR� KDYH� DQ\� VD\� LQ� WKLV� RQ�JRLQJ� KLVWRULFDO�
SURFHVV���,Q�WKH�WLPHV�RI�0DU[��WKH�´KDYHVµ�H[SORLWHG�ODERU�DQG�WHFKQRORJ\�
EXW�WKH�H[SORLWDWLRQ�RI�WRGD\�DQG�LWV�KHJHPRQ\�ZDV�LQFRQFHLYDEOH�HYHQ�E\�
KLP�� � 3UHVHQWO\� FDSLWDOLVP� H[SORLWV� ODERU� �WKURXJK� PXOWL�QDWLRQDO�
FRUSRUDWLRQV��EXW� LW� LV�QR� ORQJHU� WKH�GRPLQDQW� IRUP�RI�H[SORLWDWLRQ�� �7KH�
´KDYHVµ� RI� LQGXVWULDO� FDSLWDOLVP� KDYH� FKDQJHG� WKHLU� JDUE� WR� LQFRUSRUDWH� D�
ILQDQFLDO�FDSLWDOLVP�ZLWK�XVXU\�DV�LWV�PHFKDQLVP���7KH�JUHDWHVW�H[SORLWHUV�WR�
KDYH� WRXFKHG� WKH� IDFH�RI� WKLV� HDUWK�DUH� WKH�EDQNV� �LQFOXGLQJ� WKH�,0)�DQG�
WKH�:RUOG�%DQN���DQG�WKH�LQVXUDQFH�FRPSDQLHV�����7KLV�SURSRVLWLRQ�LV�EHVW�
XQGHUVWRRG�E\�WKH�DFNQRZOHGJHPHQW�RI�WKH�JUHDW�SDUDGR[�²�WKDW�DW�QR�RWKHU�
WLPH� LQ� KXPDQ� KLVWRU\� KDV� WKHUH� EHHQ�PRUH� ZHDOWK� DQG� JRRGV� SURGXFHG�
VLPXOWDQHRXVO\�ZLWK�WKH�IDFW�WKDW�WKH�RYHUZKHOPLQJ�PDMRULW\�RI�WKH�ZHDOWK�LV�
FRQFHQWUDWHG� LQ�WKH�KDQGV�RI�D� OLPLWHG�QXPEHU�RI�SHRSOH�� OHDYLQJ�PRVW�RI�
WKH� NQRZQ� ZRUOG� LPSRYHULVKHG�� � 7KH� DPRXQW� RI� PRQH\�� ZHDOWK�� DQG�
UHVRXUFHV� H[WRUWHG� IURP� DOPRVW� DOO� RI� WKH� FRXQWULHV� RI� WKH� ´WKLUGµ� DQG�
´IRXUWKµ�ZRUOGV�WKURXJK�XVXU\�LV�KRUULI\LQJ���0RVW�FRXQWULHV�SD\�ZHOO�RYHU�
����RI�WKHLU�*'3�WR�NHHS�XS�ZLWK�LQWHUHVW�SD\PHQWV�ZLWKRXW�EHLQJ�DEOH�WR�
SD\� DQ\WKLQJ� WRZDUGV� WKH�SULQFLSOH� VXP�� OHDYLQJ� WKHP�SUDFWLFDOO\� HQVODYHG�
IRU�DQ�LQGHILQLWH�SHULRG�RI�WLPH�����0RVW�RI�WKHVH�FRXQWULHV��DOUHDG\�SRYHUW\�
VWULFNHQ�� DUH� RQ� WKH� EULQN� RI� YRODWLOH� DQG� GDQJHURXV� XSULVLQJV� LQ� SURWHVW�
DJDLQVW� WKH� HYHU�GHWHULRUDWLQJ� OLYLQJ� FRQGLWLRQV� GXH� WR� WKH� XVXULRXV�
HQVODYHPHQW�� � 7KH� UHFHQW� WUHQG� WR� SURWHVW� WKH� FRQYHQWLRQV� RI� JOREDO�
ILQDQFLDO� LQVWLWXWLRQV�LV�LQGLFDWLYH�RI�WKH�ULVLQJ�FRQVFLRXVQHVV�RI�WKH�SHRSOH�
DJDLQVW�WKH�EORRG�VXFNLQJ�QDWXUH�RI�ILQDQFLDO�FDSLWDOLVP��
� ,� WRXFKHG�XSRQ� WKH� HFRQRPLF� VWDWH�RI� WKH� JOREDO� YLOODJH� WR� VWUHVV�
WKH�XUJHQF\�IRU�D�PXFK�GHVLUHG�UHVSRQVH�WR�WKH�TXHVWLRQ�RI�XVXU\��ZKLFK�LV�
FHQWUDO� WR� WKH� GHVWUXFWLYH� DQG� SUHGDWRU\� QDWXUH� RI� WKLV� QHZ� ILQDQFLDO�
FDSLWDOLVP���$�JHQXLQH�-HZLVK�UHVSRQVH�WR�D�XQLYHUVDOLVWLF�FDSLWDOLVW�LGHRORJ\�
LV�QRW�SRVVLEOH�EHFDXVH�DOEHLW�-XGDLVP�LV�JHQHUDOO\�QRW�VHFXODU�LQ�LWV�RULJLQV��LW�
LV�SDURFKLDO��QRW�XQLYHUVDO���,Q�DQ�HYHU�LQFUHDVLQJ�JOREDOL]DWLRQ�RI�WKH�ZRUOG��
D� SDURFKLDO� -XGDLF� UHVSRQVH� LV� XQDSSHDOLQJ� DQG� SDUDGR[LFDO� VLQFH� WKH�2OG�
7HVWDPHQW��HVSHFLDOO\�'HXWHURQRP\�����������SHUPLWV�XVXU\�WR�EH�H[DFWHG�
IURP�WKH�´2WKHUµ³WKH�´2WKHUµ�EHLQJ�WKH�ZKROH�ZRUOG�H[FHSWLQJ�WKRVH�RI�
-HZLVK�RULJLQV�� �$�JHQXLQH�&KULVWLDQ�UHVSRQVH� LQ�DOO�GXH�IDLUQHVV�ZRXOG�EH�
FRQWURYHUVLDO�� GHFDGHQW�� DQG� WR� VRPH�GHJUHH� UHGXQGDQW� DW� WKLV� MXQFWXUH� LQ�
WLPH�� �7KLV� LV�FOHDU� LI�ZH�ZHUH�WR�UH�HYDOXDWH�WKH�KLVWRU\�RI�WKH�H[HJHVLV�RI�
'HXWHURQRP\�DQG�WDNH� LQWR�DFFRXQW� WKH�H[WUHPHO\�FRQWURYHUVLDO�QDWXUH�RI�
WKH�XVXU\�LVVXH�LQ�&KULVWLDQ�WKRXJKW�DQG�WKH�QHDU�DQDUFK\�WKDW�LW�WKUHDWHQHG���
,Q� IDFW�� WKH� WUDQVYDOXDWLRQ� RI� XVXU\� LQWR� WKH� VSLULW� RI� FDSLWDOLVP� DQG�
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H[SORLWDWLRQ� ZDV� DFFRPSOLVKHG� WKURXJK� WKH� YHKLFOH� RI� WKH� HYROXWLRQ�
�JUDGXDO�� H[HJHVLV� RI�'HXWHURQRP\� LQ� WKH� ILUVW� SODFH�� �7KH� EHVW� DQG� ILQDO�
&KULVWLDQ� UHVSRQVH� WR� WDPH� DQG� FRQWURO� WKH� SUHGDWRU\� QDWXUH� RI� XVXULRXV�
FDSLWDOLVP�FRXOG�RQO\�EH�KDG�WKURXJK�WKH�SURSDJDWLRQ�DQG�HQDFWPHQW�RI�WKH�
WKUHH�VDOLHQW�IHDWXUHV�RI�&DOYLQ·V�FRQFOXVLRQV�RQ�XVXU\���7KH�ILUVW�RI�WKHVH�LV�
WR� IRUELG�XVXU\� DV� D�SURIHVVLRQ� �LQ� FRQWUDVW� WR�XVXU\� LQYROYHG� LQ�EXVLQHVV�
WUDQVDFWLRQV���ZKLFK�LV�SUHFLVHO\�ZKDW�WKH�EDQNV��,0)��DQG�WKH�:RUOG�%DQN�
KDYH� WXUQHG� WRZDUGV��7KH�VHFRQG�VDOLHQW� IHDWXUH� LV� WR�IRUELG�WKH�WDNLQJ�RI�
XVXU\� IURP� WKH� SRYHUW\�VWULFNHQ� DQG� WKH� RSSUHVVHG�� ZKLFK� LV� H[DFWO\� WKH�
EXVLQHVV�RI�WKH�LQVXUDQFH�FRPSDQLHV�DQG�WKH�EDQNV���7KH�ILQDO�RQH�LV�WR�OLYH�
DFFRUGLQJ�WR�WKH�´*ROGHQ�5XOH�µ�ZKLFK�LV�WR�GR�WR�RWKHUV�DV�\RX�ZRXOG�KDYH�
GRQH�XQWR�\RX�� H[DFWO\� WKH�RSSRVLWH�DQG�DQWLWKHWLFDO� WR� WKH�JROGHQ�UXOH�RI�
FDSLWDOLVP��ZKLFK� LV� WR�PDNH�FDSLWDO� DW� WKH�H[SHQVH�RI�RWKHUV� WKURXJK�DQ\�
PHDQV� WKDW� D� VHFXODU� V\VWHP� RI� RUGHU� SHUPLWV� �DQG� PDQ\� WLPHV� LQ�
WUDQVJUHVVLRQ� RI� WKH� ERXQGV� RI� WKH� VHFXODU� V\VWHP��� � (YHQ� ZLWK� &DOYLQ·V�
IRUPXOD�� LW� LV�DW�EHVW�D�PLQRU�IRUP�RI�D�OLPLWDWLRQ�WR�WKH�YRODWLOH�QDWXUH�RI�
FDSLWDOLVP�� � &RXSOHG� ZLWK� WKH� XOWUD�VHFXODU� &KULVWLDQ� WUDGLWLRQ� IXHOHG� E\�
/XWKHU� DQG� XSKHOG� E\� &DOYLQ� DQG� KLWKHUWR� DFFHSWHG� E\� WKH� &KXUFK�� LW� LV�
GLIILFXOW�WR�LPDJLQH�&DOYLQ·V�IRUPXOD�DV�HYHQ�D�OLPLWDWLRQ�RQ�FDSLWDOLVP���7KH�
ODFN�RI�FLYLO� DXWKRULW\�RQ� WKH�XVXU\�SURKLELWLRQV�KDV�KLVWRULFDOO\�SURYHG� WR�
XQIRUWXQDWHO\�SURYLGH�WKH�HQYLURQPHQW�IRU�WKH�HPHUJHQFH�RI�WKH�FDSLWDOLVW�
V\VWHP��QRW�LWV�LQKLELWLRQ��
�
$� &ULWLFDO� 5H�DVVHVVPHQW� RI� 8VXULRXV� &DSLWDOLVP� DQG� WKH�
5HOHYDQFH�RI�D�4XU·DQLF�5HVSRQVH�

7KH�XUJHQF\�RI�WKH�XVXU\�LVVXH�UHTXLUHV�D�IUHVK�SHUVSHFWLYH��URRWHG�
LQ�VFULSWXUH�WKDW�FDQ�VWLPXODWH�WKH�PDVVHV�DV�ZHOO�DV�WKH�LQWHOOLJHQWVLD�WR�KDOW�
WKH�JOREDO� H[SORLWDWLYH�QDWXUH�RI� WKH�SUHGDWRU\�FDSLWDOLVW� V\VWHP�� �7KH� WZR�
PRVW� SRZHUIXO� XUJHV� LQ� KXPDQ� QDWXUH� FRPSOLPHQW� WKH� WZR�QDWXUHG�
FRPSRVLWH���RI�KLV�EHLQJ���2QH�LV�WKH�ZRUOGO\�PDWHULDO�HFRQRPLF�XUJH²DQG�
DQ� DUJXPHQW� FRXOG� EH�PDGH� WKDW� LQ� WKLV� GD\� DQG� DJH��ZLWK�PRQH\� FRPHV�
DORQJ� IDPH�� SRZHU��ZRPHQ� �WKH� H[SUHVVLRQ� RI� WKH� SRZHUIXO� VH[XDO� XUJH���
IRRG�� HWF�²FRPSOLPHQWLQJ� WKH� DQLPDO� H[LVWHQFH� RI�PDQ�� �7KH� RWKHU� LV� WKH�
UHOLJLRXV�XUJH�� LQFOXVLYH�RI� DOO� WKLQJV�DQG�V\PEROLVP�FRQQHFWHG� WR�UHOLJLRQ�
OLNH� VFULSWXUHV�� VDFUDPHQWV�� FXVWRPV�� ULWXDOV�� PRUDOLW\�� DQG� HWKLFV³DOO� RI�
ZKLFK�FRPSOLPHQW�WKH�VSLULWXDO���QDWXUH�RI�WKH�KXPDQ�EHLQJ���7KH�FDSLWDOLVW�
LGHRORJ\�LV�WKH�KLJKHVW�PDQLIHVWDWLRQ�DQG�WKH�PRVW�SRZHUIXO�H[SUHVVLRQ�RI�
WKH�HFRQRPLF�XUJH�RI�WKH�DQLPDO�QDWXUH�RI�RXU�EHLQJ���$�JUHDWHU�H[SUHVVLRQ�
RI�WKLV�HFRQRPLF�XUJH�LQ�WKH�IRUP�RI�FDSLWDOLVP�FDQQRW�EH�LPDJLQHG�DQG�DQ�
LQKLELWLRQ�RI�WKLV�XUJH�FDQQRW�HPHUJH�IURP�WKH�DQLPDO�QDWXUH�RI�WKH�KXPDQ�
EHLQJ�VLQFH�LW�LV�SUHFLVHO\�WKLV�SDUW�RI�RXU�QDWXUH�WKDW�GHYHORSV�LW�DQG�GHVLUHV�
LW���7KH�SURRI�LV�QRW�DUELWUDU\�EXW�DJDLQ��KLVWRULFDO���$�PDWHULDOLVWLF�LGHRORJ\�
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PRVW� FULWLFDO� WR� UHOLJLRQ� DQG� UHOLJLRVLW\� DWWHPSWHG� WR� JUDVS� KROG� RI� WKH�
FDSLWDOLVW� LGHRORJ\��WR�GLVVHFW�LW��VWXG\�LW��DQG�ILQDOO\�WR�RYHUZKHOP�LW�� �7KLV�
LGHRORJ\�ZDV�WKH�0DU[LVW�LGHRORJ\��ZKLFK�LQLWLDOO\�DGYRFDWHG�VHFXODULVP��WKH�
SODFLQJ�RI�UHOLJLRQ�IURP�WKH�SXEOLF�WR�WKH�SULYDWH�VSKHUH��DQG�XOWLPDWHO\�WKH�
GHVWUXFWLRQ�RI�UHOLJLRQ����,W�FXOPLQDWHG�LQWR�WKH�%ROVKHYLN�UHYROXWLRQ�WR�WKH�
W\UDQQLFDO� DQG� EORRG\� UXOH� RI� 6WDOLQ� DQG� KLWKHUWR�� LQ� WKH� GHVWUXFWLRQ� RI�
FRPPXQLVP���0RUH�VXIIHULQJ�DQG�WXUPRLO�UHVXOWHG�IURP�FRPPXQLVP�WKDQ�
0DU[�FRXOG�KDYH�HYHU� LPDJLQHG����,WV�WRWDO�IDLOXUH�PD\�DOVR�EH�YLHZHG�DV�D�
IDLOXUH� RI� WKH� VROXWLRQ� WR� FDSLWDOLVP� HPDQDWLQJ� VWULFWO\� IURP� WKH� PDWHULDO�
DQLPDO� QDWXUH� RI� WKH� KXPDQ� EHLQJ�� � 7KLV� LV� EHFDXVH� KLWKHUWR� D� PRUH�
FRPSUHKHQVLYH�� PDWHULDOLVWLF���� LQWHOOHFWXDO�� SRSXODU�� FRPPRQ�VHQVLFDO�� DV�
ZHOO� DV� D� SUDFWLFDO� UHVSRQVH� WR� WKH� SUREOHP� RI� FDSLWDOLVP�ZKLFK� LV� DW� WKH�
VDPH�WLPH�DQWLWKHWLFDO�WR�UHOLJLRQ�KDV�QRW�\HW�EHHQ�GHYHORSHG��DQG�,�DUJXH��
QHYHU�ZLOO����,W�DSSHDUV�WKDW�WKH�HQG�RI�FRPPXQLVP�DOVR�PDUNHG�WKH�HQG�RI�
DQ\� WUXH�� LQWHOOHFWXDO�� DQG� D� SUDJPDWLF� KXPDQ� UHVSRQVH³GHYRLG� RI�
UHOLJLRXV�VFULSWXUDO� FRQWHQW� WR� WKH� SUHGDWRU\� FDSLWDOLVW� LQVXUJHQFH� LQWR�
SUDFWLFDOO\� HYHU\�GLPHQVLRQ�RI�KXPDQ� OLIH�� � ,W� VKRXOG�EH�H[SOLFLWO\� HYLGHQW�
WKDW�D�OHJLWLPDWH�UHVSRQVH��WKH�RQO\�UHVSRQVH�WR�WKH�FKDOOHQJH�RI�D�UXWKOHVV�
JOREDO�XVXULRXV�FDSLWDOLVP�PXVW�RULJLQDWH�LQ�WKH�VSLULWXDO�QDWXUH�RI�PDQ��WKH�
VSKHUH�RI�UHOLJLRQ��ZKLFK�DGGUHVVHV�DQG�GHILQHV�LW�����

$OEHLW� UHOLJLRQ� KDV� EHHQ� XWLOL]HG� QHJDWLYHO\�� WKH� SRVLWLYH� LPSRUW�
PXVW� DOVR� EH� DFNQRZOHGJHG� LQ� WKDW� LW� FRXOG� PRELOL]H� WKH� PDVVHV� WR�
XQLPDJLQDEOH� IHDWV�� PRUH� VR� WKDQ� DQ\� RWKHU� IRUFH� H[WDQW�� � 2I� WKH� WUXO\�
XQLYHUVDO� UHOLJLRQV� �L�H�� &KULVWLDQLW\� DQG� ,VODP��� &KULVWLDQLW\� DV� ZH� KDYH�
SUHYLRXVO\� GLVFXVVHG�� KDV� IDLOHG� WR� SURYLGH� DQ\� SUDJPDWLF� DQG� HIILFDFLRXV�
VROXWLRQ� WR� WKH� FDSLWDOLVW� H[SORLWDWLRQ� RI� KXPDQLW\�� � 7KXVIRUWK�� D�PRGHUQ�
,VODPLF� UHVSRQVH� WR� WKLV� FKDOOHQJH� EHJV� SDUWLFLSDWLRQ� DQG� WKH� ,VODPLF�
UHVXUJHQFH� WKRXJKW� KDV� EHHQ� TXLFN� WR� WDNH� XS� WKLV� FKDOOHQJH� DW� D�
PLFURFRVPLF� OHYHO�� �7KH�VROXWLRQ�WKHUHIRUH�UHVLGHV� LQ�D�VXFFHVVIXO�H[HJHVLV�
RI� WKH� 4XU·DQLF� VFULSWXUH� FRQFHUQLQJ� XVXU\�� � � 6XSSOHPHQWDU\� ,VODPLF�
WUDGLWLRQV��KDGLWK��PXVW�DOVR�EH�JLYHQ�VSHFLDO�DWWHQWLRQ�VLQFH�PDQ\�H[SOLFDWH�
WKH�WUXH�VSLULW�RI�WKH�4XU·DQLF�ODZV���
�
7KH� 4XU·DQLF� 5HVSRQVH� WR� *OREDO� 8VXULRXV� &DSLWDOLVP�� 7KH�
:DU�RI�,GHRORJLHV�
�� %HLQJ�D�0XVOLP��RQH�PD\�TXHVWLRQ�WKH�DXWKRU·V�ELDV�LQ�VLQJOLQJ�RXW�
WKH� 4XU·DQ� WR� XQUDYHO� WKH� FRPSOH[� SUREOHP�V�� RI� XQEULGOHG� XVXULRXV�
FDSLWDOLVP�� � :LWKRXW� HQJDJLQJ� LQ� ´6DLGLDQµ��� GLDOHFWLF�� ZH� PXVW� HDUQHVWO\�
FRQVLGHU�WKH�SURSRVLWLRQ�WKDW�QR�ZULWHU�LV�IUHH�IURP�KLV�VRFLDO��UHOLJLRXV��DQG�
FXOWXUDO� FRQWH[W� DQG�JUDQWHG� WKDW�RQH�PD\� VWULYH� WR�EH�D�KXQGUHG�SHUFHQW�
REMHFWLYH�� LW� LV�QHYHUWKHOHVV�LPSRVVLEOH���0\�WKHVLV�LV�ZLWKLQ�WKH�IUDPHZRUN�



� � 7KH�4XU·DQLF�+RUL]RQV��������
RI�UHOLJLRQ��DQG�VFULSWXUH�DV�WKH�PDWHULDO�PDQLIHVWDWLRQ�RI�UHOLJLRQ��LQFOXGLQJ�
PHWDSK\VLFV��� � ,Q� RWKHU� ZRUGV�� ZH� DUH� HQJDJHG� LQ� D� FURVV�FRPSDUDWLYH�
VFULSWXUDO� UHDVRQLQJ� ZKHUH� ,� ILUVW� GHPRQVWUDWHG� WKH� IDLOXUH� RI� WKH� -XGHR�
&KULVWLDQ� �%LEOLFDO�� UHVSRQVH� WR� WKH� SUREOHPV�RI� XVXU\��ZKLFK� HQGHG�ZLWK�
WKH� GHYHORSPHQW� RI� XVXULRXV� FDSLWDOLVP�� � )XUWKHUPRUH�� QRW� PXFK� RI� DQ�
,VODPLF�SHUVSHFWLYH�KDV�EHHQ�GHYHORSHG�LQ�UHVSRQVH�WR�D�XVXULRXV�FDSLWDOLVW�
LGHRORJ\³VXFK� D� UHVSRQVH� LWVHOI� LV� LQ� D� QRUPDWLYH� SURFHVV�� � ,W� LV� IRU� WKLV�
UHDVRQ�WKDW�WKH�4XU·DQ�KDV�EHHQ�VLQJOHG�RXW�WR�SUHVHQW�RU�PRUH�SUHFLVHO\�WR�
GHYHORS�DQ� LQWHOOHFWXDO� VFULSWXUDO�DOWHUQDWLYH� WR� WKH�SUREOHPV�RI� WKH�XVXU\�
EDVHG�XQLYHUVDO�FDSLWDOLVW�LGHRORJ\��

,Q�FRQVLGHUDWLRQ�RI� WKH�VFRSH�RI� WKLV�VWXG\��RQO\�WKUHH� LPPXWDEOH�
4XU·DQLF� SULQFLSDOV� ²� ,VODP� DV� D� XQLYHUVDO� UHOLJLRQ�LGHRORJ\�� ,VODP� DV� DQ�
DQWL�VHFXODU� V\VWHP�� DQG� ,VODP·V�VWULFW�FDWHJRULFDO�SURKLELWLRQ�DJDLQVW�XVXU\�
DUH�PRUH�WKDQ�VXIILFLHQW�WR�TXDOLI\�,VODP�DV�RQH�RI�WKH�PRUH�VHULRXV��LI�QRW�
WKH� JUHDWHVW�� FKDOOHQJH� WR� XVXU\�EDVHG� FDSLWDOLVP�� � 7KH� QDWXUH� RI� WKHVH�
SULQFLSOHV� DWWDFNV� WKH� YHU\� HVVHQFH� RI� XVXULRXV� ILQDQFLDO� FDSLWDOLVP� DQG�
WKHUHIRUH�HDFK�ZLOO�EH�VXSHUILFLDOO\��VLQFH�WKHUH�H[LVW�YROXPLQRXV�ZRUNV�RQ�
HDFK� RI� WKHVH� WRSLFV�� GLVFXVVHG�� � ,W� ZRXOG� EH� UHGXQGDQW� WR� SUHVHQW� D�
FRPSDUDWLYH� DQDO\VLV� RQ� HDFK� RI� WKHVH� ODZV�ZLWKLQ� WKH�&KULVWLDQ� WUDGLWLRQ�
VLQFH� ZH� KDYH� DOUHDG\� GLVFXVVHG� KRZ� HDFK� SOD\HG� LPSRUWDQW� UROHV� LQ� WKH�
GHYHORSPHQW� RI� WKH� FDSLWDOLVW� LGHRORJ\�� � 1HYHUWKHOHVV�� D� FRPSDUDWLYH�
VFULSWXUDO� VXPPDU\� PD\� DFFRPSDQ\� WKH� DQDO\VLV� RI� WKHVH� ODZV� ZKHUH�
QHFHVVDU\���7KH�LQWHUHVWLQJ�SRLQW�WR�NHHS�LQ�SHUVSHFWLYH�LV�WKDW�WKH�WUHDWPHQW�
RI� HDFK� RI� WKHVH� ODZV� ZLWKLQ� WKH� WZR� WUDGLWLRQV� LV� DOPRVW� H[DFWO\� WKH�
RSSRVLWH���

7KH� ILUVW�4XU·DQLF� ODZ� LV� WKH� XQLYHUVDOLW\� RI� LWV� RZQ� WH[W� DQG� WKH�
3URSKHW�WKURXJK�ZKLFK�LW�ZDV�UHYHDOHG��L�H��WKH�XQLYHUVDOLW\�RI�,VODP����7KHUH�
DUH� TXLWH� D� IHZ� D\DDW� �YHUVHV� RU� OLWHUDOO\� ´VLJQVµ�� WKDW� PDNH� FOHDU� WKH�
XQLYHUVDOLW\� RI� WKH� 4XU·DQ� �UHYHDOHG� WKURXJK� WKH� XQLYHUVDO� 3URSKHW�� DV�
JXLGDQFH� WR� KXPDQNLQG� DV� ZHOO� DV� WKH� PHWDSK\VLFDO� EHLQJV�� L�H��� WKH� -LQQ���
7KLV�LV�EHVW�LOOXVWUDWHG�LQ�WKH�IROORZLQJ�D\DK��

�
�
,W� LV�+H�ZKR�KDWK�VHQW�IRUWK�+LV�PHVVHQJHU�ZLWK�*XLGDQFH��$O�
+XGD��$QG� WKH�5HOLJLRQ�RI�7UXWK� �'HHQ� DO�+DT�� WR� FDXVH� LW� WR�
SUHYDLO� RYHU� DOO� UHOLJLRQ� �'HHQ�«� � �$O�7DZED� ������ $O�)DWK�
�������DQG�$O�6DII�������
6RPH�SUHOLPLQDU\� QRWHV� WR� NHHS� LQ�PLQG�SULRU� WR� WKH� H[HJHVLV� RI�

WKLV�D\DK� DUH� WKDW� LWV� WH[W� LV� H[DFWO\� WKH� VDPH� �OHWWHU�IRU� OHWWHU�� LQ� WKH� WKUHH�
SODFHV� LQ� WKH�4XU·DQ��DGGLQJ�WR�WKH� LPSRUWDQFH�DQG�H[WUD�HPSKDVLV�SODFHG�
RQ�LW�E\�WKH�4XU·DQ�LWVHOI���6KDK�:DOL�$OODK�'HKOYL�����������$'���WKH�ILUVW�
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PXMDGGLG� �UHIRUPHU�SXULILHU�UHQRYDWRU�� RI� PRGHUQLW\� DV� ZHOO� DV� 0DXODQD�
2EDLGXOODK� 6LQGKL� ����������$'�� FRQVLGHUHG� WKHP� DV� FUXFLDO� LQ�
XQGHUVWDQGLQJ� WKH� SXUSRVH� DQG� PLVVLRQ� RI� WKH� VHDO� RI� WKH� 3URSKHWV�
�0XKDPPDG� >6$:@�� DV� ZHOO� DV� FHQWUDO� IRU� XQGHUVWDQGLQJ� WKH� JOREDO�
UHYROXWLRQDU\�PDQLIHVWR�RI�,VODP���)RU�WKH�YHU\�IDFW�WKDW�WKLV�D\DK�VWDWHV�WKDW�
WKH�*XLGDQFH��DO�+XGD��DQG�WKH�5HOLJLRQ�RI�7UXWK��'HHQ�DO�+DT��ZLOO�SUHYDLO�
RYHU� DOO� RWKHUV� LV� WHVWLPRQ\� WR� WKH� IDFW� WKDW� QRW� RQO\� LW� �L�H�� 4XU·DQLF�
LGHRORJ\�,VODP�� LV� XQLYHUVDO� E\� LWV� YHU\� HVVHQFH� EXW� DOVR� WKDW� *RG� KDV�
SURPLVHG� WR�PDNH� LW� XQLYHUVDO�� � ,Q� WKH� OLJKW� RI� WKHVH� WRS�UDWH� VFKRODUV� RI�
,VODP��'U�� ,VUDU�$KPDG��� EHJLQV� WKH� H[HJHVLV� RI� WKH� DIRUHPHQWLRQHG� D\DK�
ZLWK�UHIHUHQFH�WR�WKH�ZRUG�DO�+XGD��WKH�*XLGDQFH��H[SODLQLQJ�WKDW��

:H� ZRXOG� QRW� EH� ZURQJ� WR� WDNH� WKH� ZRUG� LQ� LWV� ZLGHU� OLWHUDO�
VHQVH��EXW�LI�ZH�DUH�WR�WU\�DQG�XQGHUVWDQG�WKH�WHUP�´$O�+XGDµ�LQ�
WKH� OLJKW� RI� QXPHURXV� 4XU·DQLF� SUHFHGHQWV�� WKHQ� LW� FDQ� RQO\�
VLJQLI\� WKH� +RO\� 4XU·DQ� LWVHOI�� � 7KLV� LV� EHFDXVH� RQO\� WKLV� YHU\�
'LYLQH� %RRN� LV� ´KXGDO� OLO�PXWWDTHHQµ� �JXLGDQFH� IRU� WKH� *RG�
IHDULQJ��$O�%DTDUDK�������DV�ZHOO�DV�´KXGXO� OLQ�QDDVµ� �JXLGDQFH�IRU�
WKH�RUGLQDU\� UXQ�RI�SHRSOH��$O�%DTDUDK��������� � �$KPDG��$SULO�
-XQH������������
7KHUH�H[LVWV�D�ZHDOWK�RI�OLWHUDWXUH�FRQFHUQLQJ�WKH�XQLYHUVDOLW\�RI�WKH�

4XU·DQ³EXW� WKH� TXHVWLRQ� PD\� EH� OHJLWLPDWHO\� SXW� IRUZDUG� WKDW� LI� WKH�
4XU·DQ� LV� XQLYHUVDO�� WKHQ� KRZ� FDQ� WKH� 0HVVHQJHU� WKURXJK� ZKLFK� LW� ZDV�
UHYHDOHG� UHPDLQ� SDURFKLDO"� � ,Q� WKH� IROORZLQJ� WUDGLWLRQV�� WKH� 3URSKHW�
0XKDPPDG� �6$:�� KLPVHOI� UHMHFWHG� SDURFKLDOLVP� DV� D� SUDFWLFH� RI� KLV�
SUHGHFHVVRU� 3URSKHWV� DQG� VLPXOWDQHRXVO\� SURFODLPHG� KLV� H[FOXVLYH�
XQLYHUVDOLW\��

2Q�WKH�DXWKRULW\�RI� -DELU� �5$�� LQ�6DKLKDLQ�� WKH�3URSKHW� �6$:��
VDLG�� ,�DP�JUDQWHG���VXFK�WKLQJV�DV�ZHUH�QRW�JUDQWHG�WR�DQ\RQH�
EHIRUH�PH����«����,�DP�D�3URSKHW�IRU�WKH�HQWLUH�ZRUOG�ZKLOH�P\�
SUHGHFHVVRUV�KDG� WKHLU� OLPLWHG�DUHD���µ� � �0DQVRRUSXUL��������SJ��
����
9HULO\��,�DP�*RG·V�0HVVHQJHU�XQWR�\RX�SHRSOH�LQ�SDUWLFXODU�DQG�
XQWR�DOO�PDQNLQG��RI�RWKHU�ODQGV�DQG�RI�IXWXUH�WLPHV��LQ�JHQHUDO���
�&I��6HUPRQV�RI�WKH�+RO\�3URSKHW��UHSURGXFHG�LQ�1DKMXO�%DODJKD���
�$KPDG��$SULO�-XQH�����������
,� DP� HPSKDVL]LQJ� XQLYHUVDOLW\� EHFDXVH� WKH� FDSLWDOLVW� LGHRORJ\�

RULJLQDWHG�LQ�(XURSH�EXW�KDV�VLQFH�LQYDGHG�DQG�FRQTXHUHG�WKH�JOREDO�YLOODJH�
�DV�SURSKHVL]HG�E\�0DU[���OHDYLQJ�LQ�LWV�GHVWUXFWLYH�SDWK�UHPQDQWV�RI�WKRVH�
DVSHFWV� RI� UHOLJLRQ�WUDGLWLRQ� WKDW� DUH� PRVW� FRPSDWLEOH� ZLWK� LW���� $Q\�
LGHRORJ\� WKURZQ� LQ� WKH� IDFH� RI� JOREDO� FDSLWDOLVP� PXVW� OLNHZLVH� EH�
JOREDO�XQLYHUVDO� LQ� QDWXUH�� � &KULVWLDQLW\� DV� D� XQLYHUVDO� UHOLJLRQ� LV� D�
FRQWURYHUWLDO�FODLP��HYHQ�IURP�WKH�GD\V�RI�&KULVW����8QLYHUVDOLW\�ZDV�UHDOO\�
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SXVKHG� E\� 6W�� 3DXO���� &RQVWDQWLQH�� DQG� PRUH� UDGLFDOO\� E\� WKH� *HUPDQ�
5HIRUPHUV���� � 5HJDUGOHVV� RI� WKLV� FRQWURYHUV\�� ZKDW� LV� LPSRUWDQW� WR�
XQGHUVWDQG�KHUH�LV�WKDW�&KULVWLDQ�XQLYHUVDOLW\�ZDV�XWLOL]HG�DQG�WUDQVIRUPHG�
LQWR� D� XQLYHUVDO� RWKHUKRRG�� ZKLFK� SURYLGHG� WKH� HQYLURQPHQW� IRU� WKH�
IUXLWLRQ� RI� WKH� FDSLWDOLVW� HFRQRPLF� XUJH�� � $V� ZH� ZLOO� VHH�� DQ� ,VODPLF�
XQLYHUVDOLW\�LQ�D�GLDPHWULF�FRQWUDGLVWLQFWLRQ�SURYLGHV�WKH�IHUWLOH�HQYLURQPHQW�
IRU� LW� WR� EH� XWLOL]HG� DV� DQ� LQKLELWLRQ� �LI� QRW� LQ� D� WRWDO� GHVWUXFWLRQ�� WR� WKH�
XVXULRXV�FDSLWDOLVW� WKUHDW�� �:KHUHDV�D�XQLYHUVDO�&KULVWLDQ�EURWKHUKRRG�ZDV�
WKH� ILUVW� VWDJH� IRU� WKH� WUDQVYDOXDWLRQ� RI� XVXULRXV� ODZV�� D� XQLYHUVDO� ,VODPLF�
GHHQ�ZRXOG�UHSUHVHQW�WKH�ILUVW�VWDJH�LQ�WKH�GHVWUXFWLRQ�RI�WKLV�VDPH�V\VWHP³
ZKHUH� D� SUHGDWRU\� XQLYHUVDO� XVXULRXV� FDSLWDOLVW� WKUHDW� ZLOO� EH� PHW� E\�
XQLYHUVDO�,VODPLF�MXVWLFH���)LQDOO\�DV�IDU�DV�XQLYHUVDOLW\�LV�FRQFHUQHG��LW�VKRXOG�
EH�PDGH�PDQLIHVWO\�FOHDU�WKDW�VLQFH�WKH�XQLYHUVDO�3URSKHW�LV�QR�ORQJHU�ZLWK�
XV�DQG�KDYLQJ�OHIW�XV�WKH�XQLYHUVDO�6FULSWXUH��$O�4XU·DQ���LW�LV�WKH�REOLJDWLRQ�
RI� WKH� 0XVOLPV� LQ� JHQHUDO� WR� FDUU\� WKH� EDQQHU� RI� WKH� 4XU·DQ� XQWLO� LW�
GRPLQDWHV�RYHU�DOO�RWKHU�V\VWHPV�LGHRORJLHV�RI� OLIH�� �7KLV� LV�H[SOLFLW� LQ�WKH�
WH[W�RI�WKH�IROORZLQJ�D\DK�DQG�FRPPHQWDU\�E\�'U��,VUDU�$KPDG��

1RZ��LQ�WKH�OLJKW�RI�WKH�IROORZLQJ�4XU·DQLF�YHUVH���
+H�KDV�FKRVHQ�\RX«VR�WKDW�WKH�0HVVHQJHU�PD\�EH�D�ZLWQHVV��WR�
7UXWK��EHIRUH�\RX�DQG�\RX�PLJKW�EHDU�ZLWQHVV� �WR� LW��EHIRUH�DOO�
PDQNLQG���$O�+DMM��������
WKH�H[HFXWLRQ�RI� WKH�SURSKHWLF�PLVVLRQ�DW�WKH�JOREDO� OHYHO� LV�WKH�
REOLJDWLRQ� RI� WKH�0XVOLP�8PPDK� DV� D�ZKROH�� � �$KPDG��$SULO�
-XQH�����������
7KH�VHFRQG�LPPXWDEOH�4XU·DQLF�SULQFLSDO�UHOHYDQW�WR�WKLV�VWXG\� LV�

WKDW�,VODP� LV�TXLQWHVVHQWLDOO\�DQWL�VHFXODU�� �7KH�'HHQ�DO�,VODP� LV�SURYHUELDOO\�
UHIHUUHG�WR�QRW�DV�D�UHOLJLRQ�RI�,VODP�LQ�WKH�RUGLQDU\�VHQVH�RI�WKH�ZRUG�EXW�
DV�D�´ZD\�RI�OLIH�µ��7KH�LPSOLFDWLRQV�RI�WKLV�LV�WKDW�,VODP�QRW�RQO\�LQFOXGHV�
DOO� RI� WKH� FRQVWLWXHQW� HOHPHQWV� DQG� E\�SURGXFWV� RI� UHOLJLRQ� VXFK� DV�
VDFUDPHQWV�� ULWXDOV�� FXVWRPV�� VDFULILFHV�� IDLWK�� DQG� DOO� V\PEROV� UHODWHG� WR�
UHOLJLRQ� EXW� LV� LQFOXVLYH� RI� WKH� SROLWLFDO�� FROOHFWLYH� VRFLDO�� DV� ZHOO� DV� WKH�
HFRQRPLF� GLPHQVLRQV� RI� DQ\� IRUP� RI� VRFLHW\�� � ,W� VKRXOG� EH� VXIILFLHQW� WR�
H[SOLFDWH� WKRVH� 4XU·DQLF� D\DDW� GHDOLQJ� ZLWK� WKH� VRFLDO�� SROLWLFDO�� DQG�
HFRQRPLF� VSKHUHV� RI� JRYHUQPHQW� WR� XQGHUVWDQG� LWV� DQWL�VHFXODU� QDWXUH���
7KHUH�DUH�FRXQWOHVV�D\DDW�ZKLFK�SURKLELW�DGXOWHU\��GULQNLQJ��JDPEOLQJ��DQG�
UHODWHG�VRFLDO�LOOV��DOO�RI�ZKLFK�DUH�FOHDUO\�WR�EH�SXQLVKHG�LQ�,VODPLF�ODZ�DQG�
KLVWRULFDOO\� KDYH� EHHQ� FDUULHG� RXW� �XS� WR� WKLV� YHU\� GD\� LQ� VRPH� 0XVOLP�
FRXQWULHV��E\�FLYLO�DXWKRULW\���7KHUH�LV�QR�VXFK�FRQIXVLRQ�DV�WKHUH�LV�LQ�WKH�
&KULVWLDQ� WUDGLWLRQ�ZKHUH� WRR�RIWHQ�WKH�VD\LQJ�RI�-HVXV� L�H��´/HW�KH�ZKR�LV�
IUHH� RI� VLQ� FDVW� WKH� ILUVW� VWRQHµ� SUHYHQWV� DQ\RQH�� ZKDW� WR� VSHDN� RI� FLYLO�
DXWKRULW\�� WR� FDUU\� RXW� GLYLQHO\� RUGDLQHG� MXVWLFH�� � 6RPH� RI� WKH� D\DDW�
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FRQFHUQLQJ� WKH� FROOHFWLYH� VRFLDO� VSKHUH� LQFOXGH� RQHV� RQ� DGXOWHU\� ��������
���������������JDPEOLQJ�DQG�LQWR[LFDQWV�DOFRKRO�����������������

$V� IRU� WKH� SROLWLFDO� VSKHUH�� WKH� 4XU·DQ� FDWHJRULFDOO\� GHFODUHV� WKH�
VRYHUHLJQW\�RI�*RG�DQG�OHDYHV�KXPDQNLQG�ZLWK�YLFHJHUHQF\���7KH�IDFW�WKDW�
RQH� RI� WKH� XQDQLPRXVO\� DFFHSWHG� QDPHV� RI� *RG�� 0DOLN�XO�0XON� �7KH�
2ZQHU�RI�6RYHUHLJQW\���DQG�VXFK�D\DDW�ZKLFK�UHDG��

�
�
$QG� WR� *RG� EHORQJV� WKH� VRYHUHLJQW\� RI� WKH� KHDYHQV� DQG� WKH�
HDUWK��$DO�,PUDQ���������

LV� D� WHVWLPRQ\� WR� WKLV� IDFW�� �7KH� SUDFWLFDO� FRJQLWLRQ� RI� WKH� VRYHUHLJQW\� RI�
*RG� OHDYHV�PDQNLQG� ZLWK� WKH� WLWOH� RI� YLFHJHUHQF\� JLYHQ� WR� KLP� E\�*RG���
7KLV� WUDQVODWHV� LQWR� WKH� IUHHGRP� DQG� XUJHQF\� RI� KXPDQNLQG� WR� LQQRYDWH��
EXLOG�� DQG� DFFOLPDWH� WR� WKH� FRQWLQXRXV� G\QDPLF� HYROXWLRQ� RI� WKRXJKW�
ZLWKRXW� WUDQVFHQGLQJ� WKH� ERXQGV� ODLG� GRZQ� E\� WKH� &UHDWRU�� � 7KH�
LPSOLFDWLRQV�RI� VXFK�D\DDW� �L�H��$Q�1XU�����XQGHUPLQH� WKH�YHU\�HVVHQFH�RI�
WKH� GRPLQDQW� SROLWLFDO� SDUDGLJP� RI� VHFXODU� GHPRFUDF\� ZKLFK� JUDQWV�
VRYHUHLJQW\�WR�WKH�ZLOO�RI�WKH�SHRSOH����4XU·DQ�DOORZV�QR�VXFK�DUURJDQFH³
*RG� UHPDLQV� VRYHUHLJQ� DQG� ZLWKLQ� WKH� ERXQGV� VHW� E\� +LP�� KXPDQNLQG�
EHFRPHV� +LV� YLFHJHUHQW�� QHYHU� WR� WUDQVJUHVV� +LV� ERXQGV�� � 7KH� JOREDO�
UHEHOOLRQ�RI�KXPDQNLQG�RU�VWDWH�EDVHG�SRSXODU�VRYHUHLJQW\�LQ�RSSRVLWLRQ�WR�
*RG·V� VRYHUHLJQW\� ZDV� QHYHU� FULWLFDOO\� DVVHVVHG� LQ� WKH� &KULVWLDQ� WUDGLWLRQ��
UDWKHU��&KULVWLDQLW\�KDV� DFTXLHVFHG� DQG�VHWWOHG� IRU� D� FR�H[LVWHQFH�ZLWK� WKLV�
IRUP�RI�GHPRFUDF\����$�0XVOLP·V�H[SOLFLW�DFFHSWDQFH�IRU�VXFK�D�VHWWOHPHQW�
DPRXQWV� WR� D� VLQ� QR� OHVV� WKDQ� VKLUN���� WKH� JUHDWHVW� VLQ� FRQFHLYDEOH� �DQG� LI�
FRQVFLRXVO\�FRPPLWWHG��XQIRUJLYDEOH��LQ�,VODP��
� &RQFHUQLQJ�WKH�HFRQRPLF�VSKHUH��WKH�4XU·DQ������������������������
������������������VWURQJO\�HPSKDVL]HV�WKH�JLYLQJ�RI�]DNDW��ZKLFK�LV�DOVR�RQH�
RI�WKH�ILYH�SLOODUV�RI�,VODP���7KH�LQVWLWXWLRQ�RI�]DNDW�DSSURSULDWHV�WKH�ZHDOWK�
LQ�VRFLHW\��SUHYHQWLQJ�WKH�PDVV�DFFXPXODWLRQ�RI�ZHDOWK�LQ�WKH�KDQGV�RI�WKH�
IHZ��ZKLFK�LV�WKH�QHW�UHVXOW�RI�FDSLWDOLVP����7KH�]DNDW�XVHG�WR�EH�FROOHFWHG�
E\�FLYLO�DXWKRULW\�DQG�QRW�E\�SULYDWL]HG� LQVWLWXWLRQV����6R�VHULRXVO\�ZDV�WKH�
LQVWLWXWLRQ�RI�]DNDW�WDNHQ�WKDW�WKH�PRVW�IDLWKIXO�DPRQJ�WKH�FRPSDQLRQV�DQG�
WKH�ILUVW�&DOLSK�RI�,VODP��ZKR�LV�WUDGLWLRQDOO\�UHPHPEHUHG�DV�EHLQJ�VRIW�DQG�
GRYLVK��ZDJHG�ZDU��NQRZQ�DV�WKH�5LGGDK�ZDUV��DJDLQVW�WKRVH�ZKR�KHOG�EDFN�
WKH� ]DNDW���� �:KDW�PRUH� HYLGHQFH� LV� QHHGHG� WR� SURYH� ,VODP·V� DQWL�VHFXODU�
QDWXUH�WKDQ�D�GHFODUDWLRQ�RI�ZDU�IURP�WKH�VXSUHPH�JRYHUQLQJ�DXWKRULW\�RYHU�
RQH�RI�WKH�UHOLJLRXV�SLOODUV�RI�,VODP"��,QKHULWDQFH�ODZV��ZKLFK�DOVR�DIIHFW�WKH�
GLVWULEXWLRQ� RI�ZHDOWK� RI� D� VRFLHW\� DQG� JLYH� LW� GLVWLQFW� FKDUDFWHUV�� DUH� DOVR�
VWULFWO\�UHJXODWHG�LQ�WKH�4XU·DQ�����������������������������������������������
������
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�� ,W� ZLOO� EH� LQVWUXFWLYH� DW� WKLV� SRLQW� WR� FRPSDUH� VHFXODULVP� LQ�
&KULVWLDQLW\�IURP�D�ZHOO�NQRZQ�SKLORVRSKHU��$ODVGDLU�0DF,QW\UH��LQ�KLV�ILUVW�
ERRN��0DU[LVP��$Q� ,QWHUSUHWDWLRQ�� �+H�TXLWH� FDQGLGO\� LOOXVWUDWHV� WKH� RUJDQLF�
OLQN� EHWZHHQ� &KULVWLDQLW\� DQG� VHFXODULVP� DQG� LWV� LPSOLFDWLRQV� LQ� WKH�
IROORZLQJ�SDVVDJH��

7KH�GLYLVLRQ�RI�KXPDQ�OLIH�LQWR�WKH�VDFUHG�DQG�WKH�VHFXODU�LV�RQH�
WKDW�FRPHV�QDWXUDOO\�WR�:HVWHUQ�WKRXJKW�� �,W� LV�D�GLYLVLRQ�ZKLFK�
DW�RQH�DQG�WKH�VDPH�WLPH�EHDUV�WKH�PDUNV�RI�LWV�&KULVWLDQ�RULJLQ�
DQG�ZLWQHVVHV� WR� WKH�GHDWK�RI� D�SURSHUO\� UHOLJLRXV�FXOWXUH�� �)RU�
ZKHQ� WKH� VDFUHG� DQG� WKH� VHFXODU� DUH� GLYLGHG�� WKHQ� UHOLJLRQ�
EHFRPHV� RQH� PRUH� GHSDUWPHQW� RI� KXPDQ� OLIH�� RQH� DFWLYLW\�
DPRQJ�RWKHUV�� �7KLV�KDV� LQ�IDFW�KDSSHQHG�WR�ERXUJHRLV�UHOLJLRQ���
�0F0\ORU�����������
,Q� XQHTXLYRFDO� WHUPV�� 0DF,QW\UH� LQ� WKH� DERYH� SDVVDJH� FOHDUO\�

LOOXVWUDWHV�WKH�RULJLQ�DQG�WKH�QDWXUH�RI�VHFXODULVP�DV�D�SKHQRPHQRQ�URRWHG�
LQ�WKH�YHU\�HVVHQFH�RI�&KULVWLDQLW\���+H�FRQWLQXHV�E\�VWDWLQJ�WKDW��

2QO\� UHOLJLRQ� ZKLFK� LV� D� ZD\� RI� OLYLQJ� LQ� HYHU\� VSKHUH� HLWKHU�
GHVHUYHV�WR�RU�FDQ�KRSH�WR�VXUYLYH���)RU�WKH�WDVN�RI�UHOLJLRQ�LV�WR�
KHOS� VHH� WKH� VHFXODU� DV� WKH� VDFUHG�� WKH� ZRUOG� DV� XQGHU� *RG���
:KHQ� WKH� VDFUHG� DQG� WKH� VHFXODU� DUH� VHSDUDWHG�� WKHQ� WKH� ULWXDO�
EHFRPHV� DQ� HQG� QRW� WKH� KDOORZLQJ� RI� WKH� ZRUOG�� EXW� LQ� LWVHOI���
/LNHZLVH� LI� RXU� UHOLJLRQ� LV� IXQGDPHQWDOO\� LUUHOHYDQW� WR� RXU�
SROLWLFV�� WKHQ�ZH�DUH�UHFRJQL]LQJ� WKH�SROLWLFDO�DV�D�UHDOP�RXWVLGH�
WKH� UHLJQ� RI�*RG�� �7R� GLYLGH� WKH� VDFUHG� IURP� WKH� VHFXODU� LV� WR�
UHFRJQL]H� *RG·V� DFWLRQ� RQO\� ZLWKLQ� WKH� QDUURZHVW� OLPLWV�� � $�
UHOLJLRQ� ZKLFK� UHFRJQL]HV� VXFK� D� GLYLVLRQ�� DV� GRHV� RXU� RZQ�� LV�
RQH�RQ�WKH�SRLQW�RI�'\LQJ����0F0\ORU�����������
7KLV�DQDO\VLV�EHWZHHQ�UHOLJLRQ�DQG�VHFXODULVP�LV�SUHFLVHO\�D�4XU·DQLF�

RQH�� � 0DF,QW\UH� DFWXDOO\� LV� PDNLQJ� WKH� FDVH� KHUH� WKDW� UHOLJLRQV� ZKLFK�
DFNQRZOHGJH�D�VHFXODU�UHDOP�WR�EH�GHOLQHDWHG�DQG�LVRODWHG�IURP�WKH�UHDOP�RI�
WKH�VDFUHG�RU�UHOLJLRQ�DUH�DFWXDOO\�RQ�WKH�YHUJH�RI�GHDWK�DQG�WKDW�WKLV�EHLQJ�
LPSOLFLW� ZLWKLQ� &KULVWLDQ� WKRXJKW� SODFHV� &KULVWLDQLW\� LQ� WKLV� SUHFDULRXV�
SUHGLFDPHQW���$FFRUGLQJO\�LQ�,VODP��QR�LQVWLWXWLRQ�RU�LQ�IDFW�DQ\�GRPDLQ�RI�
KXPDQ�H[SHULHQFH�FRXOG�EH�WRWDOO\�DOLHQDWHG�IURP�*RG�LQFOXGLQJ�WKH�VRFLDO�
FROOHFWLYH��SROLWLFDO�DQG�WKH�HFRQRPLF���7KXV��WKLV�VHFRQG�LPPXWDEOH�ODZ�RI�
,VODP�DQG�WKH�4XU·DQ��L�H��WKDW�LW�LV�TXLQWHVVHQWLDOO\�DQWL�VHFXODU��KDV�QR�EDVLV�
LQ�WKH�&KULVWLDQ�IDLWK�WUDGLWLRQ��

+DYLQJ�GHPRQVWUDWHG�WKURXJK�WKH�4XU·DQ��VXSSOHPHQWHG�E\�KDGLWK�
WUDGLWLRQV�� ,VODP·V� LQWLPDWH�� FRQFUHWH�� DQG� RUJDQLF� OLQN� ZLWK� WKH� SROLWLFDO��
FROOHFWLYH�VRFLDO��DQG�HFRQRPLF�GLPHQVLRQV�RI�D�VRFLDO�SROLW\��RQH�LV�IRUFHG�
WR� DFNQRZOHGJH� WKH� QHJDWLRQ� RI� VHFXODULVP�DV� D� VDOLHQW� IHDWXUH�RI� ,VODP�����
6HFXODU�,VODP�LV�D�FRQWUDGLFWLRQ�LQ�WHUPV�ZLWKLQ�WKH�4XU·DQLF�OH[LFRQ����
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)LQDOO\�WKH�WKLUG�LPPXWDEOH�SULQFLSDO�RI�4XU·DQ�LV�LWV�VWURQJ�VWDQFH�

DJDLQVW�XVXU\�LQ�DOO�RI�LWV�PDQLIHVWDWLRQV���7KH�4XU·DQ�VWDWHV��
�
�
�
�
2�\H�ZKR�EHOLHYH���)HDU�$OODK��DQG�JLYH�XS�ZKDW�UHPDLQV�RI�\RXU�
GHPDQG�IRU�XVXU\��LI�\H�DUH�LQGHHG�EHOLHYHUV���,I�\H�GR�LW�QRW��WDNH�
QRWLFH�RI�ZDU�IURP�$OODK�DQG�+LV�0HVVHQJHU«��������������
7KHUH� GRHV� QRW� H[LVW� D� PRUH� SRZHUIXO�� FDWHJRULFDO�� DQG� KDUVK�

ZDUQLQJ�DJDLQVW�DQ\�RWKHU�W\SH�RI�VLQ�IRU�D�EHOLHYHU�WKDQ�WKDW�RI�XVXU\���7KH�
4XU·DQLF� PHWKRG� IRU� WKH� WRWDO� SURKLELWLRQ� RI� XVXU\� ZDV� LGHQWLFDO� WR� LWV�
PHWKRG�RQ� WKH�SURKLELWLRQ�RI� LQWR[LFDQWV� DQG�VODYHU\³D�JUDGXDO�PHWKRG���
,PUDQ�1��+RVHLQ� LQ�KLV�PDJQXP�RSXV��7KH�3URKLELWLRQ�RI�5LED� LQ� WKH�4XU·DQ�
DQG�6XQQDK��LOOXVWUDWHV�WKHVH�VWDJHV�LQ�IROORZLQJ�FKURQRORJLFDO�RUGHU��

6WDJH� ��� (GXFDWLRQ� FRQFHUQLQJ� WKH� HYLO� RI� ULED�� EXW� ZLWK� QR�
OHJLVODWLRQ� SURKLELWLQJ� ULED�� WKH� ODQJXDJH� ZKLFK� LV� XVHG� LV�PLOG��
QRW�IHDUVRPH��DQG�LWV�EDVLF�SXUSRVH�LV�WR�WHDFK����
6WDJH� ��� /HJLVODWLRQ� SURKLELWLQJ� ULED�ZKLOH� \HW� UHIUDLQLQJ� IURP�D�
UHWURDFWLYH� HQIRUFHPHQW� RI� WKH� OHJLVODWLRQ�� WKH� EHOLHYHUV� DUH�
H[SHFWHG�WR�EH�DEOH�WR�UHFRJQL]H�WKH�ULS�RII�WKDW�LV�ULED��
6WDJH� ��� 5HWURDFWLYH� HQIRUFHPHQW� RI� WKH� OHJLVODWLRQ� SURKLELWLQJ�
ULED��VDQFWLRQ�IRU�ZDJLQJ�ZDU�WR�HUDGLFDWH�ULED��GHEW�UHOLHI��SURFHVV�
RI�HGXFDWLRQ�FRQWLQXHG���+RVHLQ�������������
,Q� DGGLWLRQ� WR� WKH� 4XU·DQ�� WKHUH� H[LVWV� D� FRXQWOHVV� QXPEHU� RI�

3URSKHWLF� WUDGLWLRQV� RQ� WKH� H[SOLFDWLRQ� DQG� SURKLELWLRQ� RI� XVXU\�� � 7ZR�
DGGLWLRQDO�SRLQWV�DUH�ZRUWK\�RI�PHQWLRQ�FRQFHUQLQJ�WKH�VWDWXV�RI�XVXU\� LQ�
,VODP���7KH�ILUVW�LV�WKDW�QR�GLVWLQFWLRQ�LV�PDGH�EHWZHHQ�XVXU\�DQG�LQWHUHVW��D�
GLVWLQFWLRQ�ZKLFK�KDV� LWV� URRWV� LQ� WKH�&KULVWLDQ� WUDGLWLRQ�� DQG� WKH�RWKHU� LV�
WKDW�ERWK��WKH�OHQGLQJ�DV�ZHOO�DV�WKH�JLYLQJ�RI�XVXU\��DUH�HTXDOO\�SURKLELWHG���
,Q�IDFW�� LQ� WKH�,VODPLF� WUDGLWLRQ� WKH�ZLWQHVVHV�DV�ZHOO�DV�WKH�FOHUN�HQVXULQJ�
WKH�XVXU\�DJUHHPHQW�DUH�ERWK�HTXDOO\�JXLOW\�RI�WKH�VLQ�RI�XVXU\���.��6WUDXVV�
FDPH� FORVHVW� WR� WKH�4XU·DQLF� YLHZ� DPRQJ� WKH� &KULVWLDQ� UHIRUPHUV� LQ� KLV�
SHUVSHFWLYH� RI� XVXU\� ZKR� DOVR� PDGH� QR� GLVWLQFWLRQ� EHWZHHQ� XVXU\� DQG�
LQWHUHVW�� � +H� GHFODUHG� DOO� D� VLQ�� � 2I� FRXUVH�� KLV� YLHZ� ZDV� SXVKHG� WR� WKH�
SHULSKHU\�DQG�HYHQWXDOO\�UHMHFWHG���,Q�IDFW��WKH�4XU·DQ�FODLPV�WKDW�XVXU\�ZDV�
QHYHU�SHUPLWWHG��QHLWKHU�WR�WKH�-HZV�QRU�WKH�&KULVWLDQV���7KH�4XU·DQ�DV�WKH�
ILQDO� UHYHODWLRQ� FKDUJHV� WKH� 7RUDK��� DV� ZHOO� DV� WKH� *RVSHO� �,QMHHO�� ZLWK�
IDEULFDWLRQV� DQG� XQDXWKRUL]HG� FKDQJHV� LQ� WKH� XVXU\� ODZV� RI� WKH� 2OG�
7HVWDPHQW��� �VXFK� DV� WKH� 'HXWHURQRP\� FRPSOLFDWLRQV��� � 5HJDUGOHVV�� LW� LV�
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FOHDU�ZLWKRXW�D�GRXEW�WKDW�WKH�4XU·DQ�H[SOLFLWO\�DQG�FDWHJRULFDOO\�SURKLELWV�
XVXU\�LQ�DOO�RI�LWV�PDQLIHVWDWLRQV��
� 7KH� HYROXWLRQ� RI� WKH� WUDQVYDOXDWLRQ� RI� XVXU\� �WKURXJK� %LEOLFDO�
H[HJHVLV�� FUHDWHG� DQ� HQYLURQPHQW� QHFHVVDU\� IRU� WKH� VSLULW� RI� FDSLWDOLVP� WR�
KDYH�HPHUJHG���7ZR�E\�SURGXFWV�RI�WKLV�H[HJHVLV��FRQWLQXRXV�DQG�JUDGXDO��
ZHUH�LPSOLFLW�LQ�WKH�RQVHW�RI�WKH�FDSLWDOLVW�HWKLF���7KH�ILUVW�ZDV�WKH�GH�IDFWR�
XOWUD�VHFXODULVP�RI� WKH�5HIRUP�PRYHPHQW�ZLWK� WKH� DEURJDWLRQ�RI�0RVDLF�
ODZ� DQG� WKH� H[HJHWLFDO� XQGHUVWDQGLQJ� RI� &KULVWLDQLW\� WR� EH� LQKHUHQWO\� D�
VHFXODU�UHOLJLRQ��KDYLQJ�QRWKLQJ�WR�GR�ZLWK�WKH�DIIDLUV�RI�WKH�JRYHUQLQJ�FLYLO�
DXWKRULW\�� � ,Q� IDFW�� D� UHDSSUDLVDO�RI� WKLV�SHUVSHFWLYH� OHDGV�RQH� WR�FRQFOXGH�
WKDW� WKH� DEURJDWLRQ� RI� 0RVDLF� ODZ� ZDV� D� GLVWLQJXLVKLQJ� IHDWXUH� RI�
&KULVWLDQLW\�WKDW�VHW�LW�DSDUW�IURP�-XGDLF�WUDGLWLRQ�UHOLJLRQ���7KH�VHFRQG�ZDV�
WKH� WUDQVIRUPDWLRQ�RI� WKH�XQLYHUVDO�EURWKHUKRRG�XQGHU� WKH� IDWKHUKRRG�RI�
*RG� LQWR� D� XQLYHUVDO� RWKHUKRRG� �WKH� SURGXFW� RI� &DOYLQ��� HOLPLQDWLQJ� DQ\�
PRUDO� LQKLELWLRQV�H[WDQW�RI�H[SORLWLQJ�DQ\RQH��HYHQ�\RXU�EURWKHU��WKURXJK�
XVXU\���2I�FRXUVH�WKH�GLUHFW�SURGXFW�RI�WKH�HYROXWLRQ�RI�WKH�WUDQVYDOXDWLRQ�
RI�XVXU\�ZDV�D�FDWHJRULFDO�DQG�DQ�H[SOLFLW�DFFHSWDQFH�RI�XVXU\�LWVHOI�ZLWKLQ�
FHUWDLQ� OLPLWDWLRQV� VXFK� DV� WKH� ´*ROGHQ� 5XOH�µ� H[DFWLQJ� XVXU\� DV� D�
SURIHVVLRQ��DQG�WR�XWLOL]H�XVXU\�IRU�WKH�RSSUHVVLRQ�RI�SHRSOH��HVSHFLDOO\�WKH�
SRYHUW\�VWULFNHQ�DQG�WKH�LQGLJHQW�³DOO�RI�ZKLFK�ZHUH�&DOYLQ·V�SURKLELWLRQV���
$V� KLVWRU\� KDV� VKRZQ�� WKHVH� OLPLWDWLRQV� ZHUH� TXLFNO\� PRYHG� WR� WKH�
SHULSKHU\�XQWLO�WKH�PRUDO�HWKLFDO�SV\FKH�RI�WKH�KXPDQ�EHLQJ��WKURXJK�VPDOO�
GRVDJHV� RI� WKH� DQHVWKHWLF� RI� WKH� FDSLWDOLVW� VSLULW� RYHU� WLPH� EHFDPH� VR�
GHVHQVLWL]HG� WKDW� LW� DFWXDOO\� DFTXLHVFHG� DQG� ILQDOO\� LQFRUSRUDWHG� WKHVH�YHU\�
OLPLWDWLRQV�DV�QREOH�YLUWXHV����

%HLQJ� WKH� GRPLQDQW� XQLYHUVDO� LGHRORJ\�� D� UHIXWDWLRQ� RU� D�
WUDQVIRUPDWLRQ� RI� XQEULGOHG� FDSLWDOLVP� LQWR� D�PRUDO�� XQRSSUHVVLYH�� DQG� D�
QRQ�H[SORLWDWLYH�HFRQRPLF� V\VWHP�RI� WKH�JOREDO�YLOODJH� UHTXLUHV�DQ�HTXDOO\�
XQLYHUVDO� LGHRORJ\� LQ� VFRSH�� � ,Q� UHVSRQVH� WR� WKLV� FKDOOHQJH�� ,·YH�PDGH� WKH�
FDVH� IRU� DQ� HTXDOO\� XQLYHUVDO� LGHRORJ\� RI� ,VODP� ZLWK� WKH� 4XU·DQ� DV� LWV�
IRXQGDWLRQ���$�FORVHU�VWXG\�RI�WKH�4XU·DQ�UHYHDOV�H[SOLFLWO\�DQG�FDWHJRULFDOO\�
LWV� XQLYHUVDOLVP�� DQWL�VHFXODULVP�� DQG� VWULFW� SURKLELWLRQ� RI� XVXU\� LQ� LWV�
YDULRXV� IRUPV�� � ,Q� VXPPDU\��D�XQLYHUVDOLVWLF�4XU·DQLF� LQGLFWPHQW�RI�XVXU\�
ZLWK� FLYLO� DXWKRULW\� WR� HQIRUFH� WKH� SURKLELWLRQ� RI� XVXU\� FRXOG� EH�
DFFRPSOLVKHG�WKURXJK�WKH�HPHUJHQFH�RI�WKH�,VODPLF�VWDWH��ZKLFK�ZLOO�EH�WKH�
SURGXFW�RI�WKH�FRJQLWLRQ�DQG�LQWHUQDOL]DWLRQ�E\�WKH�0XVOLP�PDVVHV��WKH�DQWL�
VHFXODU� VWDQFH� RI� WKH� 4XU·DQ��� � 7KH� HVWDEOLVKPHQW� RI� WKLV� ,VODPLF� VWDWH�
�,TDPDW�XG�'HHQ�� ZLWK� WKH� 4XU·DQ� DV� LWV� IRXQGDWLRQ� IURP� ZKLFK� VXFK� DQ�
LQGLFWPHQW� ZLOO� HPHUJH� LV� WKXV� WKH� JUHDWHVW� FKDOOHQJH� WR� WKH� LGHRORJ\� RI�
FDSLWDOLVP�DV�ZH�NQRZ�LW���,W�LV�IRU�WKLV�UHDVRQ�ZK\�WKH�FDSLWDOLVW�LGHRORJ\�LV�
DJDLQVW�UHOLJLRQ�LQ�JHQHUDO�DQG�,VODP�LQ�SDUWLFXODU�²�EHFDXVH�WKH\�FRQWDLQ�WKH�
UHFLSH�IRU�LWV�GHVWUXFWLRQ��������������
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7KH�+RO\�4XU·DQ���7UDQV��<XVXI�$EGXOODK�$OL���
�
7DOPXG���4LGGXVKLQ��
�
78&.(5�� 52%(57� &�� � 7KH� 0DU[³(QJHOV� 5HDGHU�� 1<� :�:�� 1RUWRQ� DQG�

&RPSDQ\�,QF��������
�

(QGQRWHV�
�

�� 7KH� LQWLPDWH� UHODWLRQ� EHWZHHQ� WKH� FDSLWDOLVW� LGHRORJ\� DV� D� XQLYHUVDO� V\VWHP� DQG�
&KULVWLDQLW\� DV� D� XQLYHUVDO� UHOLJLRQ� LV� GXH� WR� WKH� IDFW� WKDW� WKH\� ERWK� HPHUJH� IURP�
(XURSH�� � 7KH� RULJLQV� RI� WKHLU� XQLYHUVDOLW\� DQG� PDVV� DFFHSWDQFH� DUH� ERWK�
(XURFHQWULF���7KLV�SRLQW�ZLOO�EH�GLVFXVVHG�LQ�JUHDWHU�GHSWK�ODWHU�RQ�LQ�WKLV�VWXG\����
��,Q�WKH�H[SODQDWRU\�QRWHV�RI�WKH�7DOPXG��4LGGXVKLQ��E��LW�UHDGV�WKDW��´%XW�WKH�ODZ�
DJDLQVW� XVXU\� DSSOLHV� WR� WKH� -HZ� DORQH�� *HQWLOHV� EHLQJ� H[SOLFLWO\� H[FOXGHG� �'XHW��
;;,,,�� ����� DQG� -HZV� WRRN� DGYDQWDJH� RI� WKLV� WR� FLUFXPYHQW� WKH� ODZ� E\� XVLQJ� D�
*HQWLOH� LQWHUPHGLDU\� DV� ¶FRYHU·�� �FI��0LVKQD� %�0�� ��� ��µ� 7KLV� VWDWHPHQW� IURP� WKH�
-HZLVK�WUDGLWLRQ�JLYHV�XV�DQ�H[DPSOH�RQ�KRZ�WKH�ODZ�ZDV�¶VSXQ·�WR�H[DFW�XVXU\�LQ�D�
PRVW�SURILWDEOH�HQWHUSULVH�WR�H[SORLW�WKH�RWKHU���
��,W� LV�ZRUWK�TXRWLQJ�KHUH�WKH�7DOPXGLF�YLHZ�RI�WKH�GLIIHUHQFH�EHWZHHQ�XVXU\�DQG�
LQWHUHVW� LQ� WKH� H[SODQDWRU\� QRWHV� RI� 4LGGXVKLQ� �E�� � ´7KH� FKDUJLQJ� RI� LQWHUHVW� LV�
VWULFWO\�IRUELGGHQ�LQ�WKH�%LEOH«,Q�PRGHUQ�XVDJH��XVXU\�DQG�LQWHUHVW�KDYH�GLIIHUHQW�
VHQVHV�� QRW� WR� EH� IRXQG� LQ� WKH� -HZLVK� FRQFHSW�� � 7KHUH� LV� QR� GLIIHUHQWLDWLRQ� LQ�
+DODFKDK� EHWZHHQ� WKH� PRGHUQ� GHILQLWLRQ� RI� LQWHUHVW�� ZKLFK� XVXDOO\� PHDQV� LWV�
H[DFWLRQ� DW� D� UDWH� SHUPLWWHG� E\� ODZ�RU� FXVWRP�� DQG� XVXU\��ZKLFK�PHDQV� FKDUJLQJ�
PRUH�WKDQ�WKH�FXVWRPDU\�RU�OHJDO�UDWH����FI��0LVKQD�%�0�������µ����
��)RU�WKLV�UHDVRQ,�KDYH�WDNHQ�WKH�SRVLWLRQ�WKDW�6WUDXVV�FRPHV�FORVHVW�WR�WKH�,VODPLF�
SHUVSHFWLYH�RQ�XVXU\�DPRQJVW�RWKHU�UHIRUPHUV��
��7KHUH�DSSHDUV�WR�EH�QR�LQGLFDWLRQ�WKDW�WKH�XOWUD�OHIW�ZLQJ�UHIRUPHUV�ZHUH�LQLWLDOO\�
FRQVFLRXV�RI�WKH�IDFW�WKDW�WKH�FDOO�IRU�0RVDLF�ODZ�ZDV�LQ�HVVHQFH�D�FDOO�IRU�WKH�GH�
VHFXODUL]DWLRQ�RI�&KULVWLDQLW\�EHFDXVH�0RVDLF�ODZ�FRQFHUQV�LWVHOI�ZLWK�WKH�FROOHFWLYH�
VRFLDO�� SROLWLFDO�� DV� ZHOO� DV� WKH� HFRQRPLF� GLPHQVLRQV� RI� OLIH� �H�J�� WKH� WULEH� RU� LQ�
PRGHUQ� WLPHV�� WKH� VWDWH�� DQG� FDOOV� XSRQ� WKH� FLYLO� DXWKRULW\� WR� H[HFXWH� WKHVH� ODZV���
(YHQWXDOO\��WKH�VHFXODULVP�LVVXH�ZDV�EURXJKW�WR�OLJKW�DQG�DFWLYHO\�GHEDWHG��
��:LWK�VHFXODULVP��UHOLJLRQ�LV�GHQLHG�WKH�SRZHU�RI�WKH�FLYLO�DXWKRULW\�WR�HQIRUFH�DQ\�
RI�LWV�ODZV�DQG�DV�LW�ZDV�WKH�ILUVW�WLPH��/XWKHU·V�UHYROW�ZRXOG�IDLO�DJDLQ�EHFDXVH�WKH�
HFRQRPLF�XUJH�ZDV�WRR�SRZHUIXO�WR�FRQWDLQ�ZLWKRXW�FLYLO�DXWKRULW\���7KLV�LV�H[DFWO\�
ZK\� /XWKHU� KDG� WR� ULVH� WR� WKH� RFFDVLRQ� IRU� D� VHFRQG� WLPH� EHFDXVH� GHVSLWH�
GHQRXQFLQJ�XVXU\�WKH�ILUVW�WLPH��WKH�ODFN�RI�FLYLO�DXWKRULW\�SURYLGHG�DQ�HQYLURQPHQW�
IRU� WKH�DJJUHVVLYH�HFRQRPLF�XUJH� WR�IXOO\�H[SUHVV� LWVHOI�� � ,QIDFW�� WKH�FLYLO�DXWKRULW\�
ZDV� LWVHOI� LQGXOJHG� LQ� XVXU\� DQG� WKXV� D� QDWLRQDO� HFRQRPLF� FULVLV� ZDV� PRUH� WKDQ�
LPPLQHQW���$V�ZH�ZLOO�VHH��/XWKHU�RQO\�VWUHQJWKHQHG�KLV�VWDQFH�LQ�IDYRU�RI�DEVROXWH�
VHFXODULVP��
�� ,� KDYH� UHVHDUFKHG� DQG� IXOO\� H[SODLQHG� WKLV� LQWHUHVWLQJ� DQG� VHHPLQJO\� XQLYHUVDO�
SDWWHUQ� RI� WKH� LQLWLDO� HPHUJHQFH� RI� VHFXODULVP� DQG� LWV� PRQXPHQWDO� UROH� LQ� WKH�
XVKHULQJ� LQ�RI� WKH�FDSLWDOLVW� V\VWHP� LQ� WKH�$PHULFDQ�H[SHULHQFH� LQ�SDUWLFXODU�� �)RU�
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IXUWKHU� LQIRUPDWLRQ� RQ� WKLV� WRSLF� UHIHU� WR� 6HFXODULVP�� &DSLWDOLVP�� DQG� WKH� 3UHFDULRXV�
1DWXUH�RI�'HPRFUDF\�LQ�$PHULFD��WR�EH�VXEPLWWHG�XSRQ�UHTXHVW�����
��$JDLQ��DV�LV�GHPRQVWUDWHG�ZLWK�WKH�UHVXOWV�RI�/XWKHU·V�PRUDO�VDQFWLRQ��WKH�ORJLFDO�
RUGHU�RI�WKH�RFFXUUHQFH�RI�DQ�LPPRUDO�XQHWKLFDO�SUHGDWRU\�FDSLWDOLVW�VRFLHW\�EHJLQV�
ZLWK� VHFXODULVP� WKDW� OHDGV� WR� FDSLWDOLVP� DIWHU� ZKLFK� WKH\� ZRUN� V\PELRWLFDOO\��
FRQFOXGLQJ� ZLWK� DQ� LPPLQHQW� GHVWUXFWLRQ� RI� VHFXODULVP� �L�H�� WKH� GHVWUXFWLRQ� RI�
UHOLJLRQ� HYHQ� LQ� WKH� SULYDWH� VSKHUH�� LQ� WKH� PLGVW� RI� D� QHZHU� XQEULGOHG� K\SHU�
FDSLWDOLVP��ZKLFK�LV�ZKHUH�ZH�DUH�FRQWHPSRUDULO\������
��$FFRUGLQJ�WR�.DQW��IRU�DOO�SUDFWLFDO�SXUSRVHV��UHOLJLRQ�FRXOG�EH�UHGXFHG�WR�D�FRGH�
RI� PRUDOLW\�� � )RU� D� GHWDLOHG� GLVFXVVLRQ� RQ� WKLV� SRLQW�� SOHDVH� UHIHU� WR� P\� SDSHU��
6HFXODULVP��&DSLWDOLVP��DQG�WKH�3UHFDULRXV�1DWXUH�RI�'HPRFUDF\�LQ�$PHULFD��IXUQLVKHG�XSRQ�
UHTXHVW����
��� 7KLV� LV� LGHQWLFDO� WR� 1HOVRQ·V� FRQFHSW� RI� EHLQJ� HTXDOO\� EURWKHUV� LQ� EHLQJ� WKH�
´2WKHUµ� L�H�� D� XQLYHUVDO� EURWKHUKRRG� KDYLQJ� EHHQ� WUDQVIRUPHG� LQWR� D� XQLYHUVDO�
RWKHUKRRG��
���0DU[� VKRZV� WKDW� WKLV� LV� DQ� LPPXWDEOH� ODZ�ZLWK� WKH� FDSLWDOLVW� V\VWHP�� �'HVSLWH�
KDYLQJ�PDSSHG�RXW�WKH�VFLHQWLILF�HFRQRPLF�GHWHUPLQLVWLF�IDWH�RI�FDSLWDOLVP��HQGLQJ�
LQ� LWV� RZQ� GHVWUXFWLRQ�� WKH� FDSLWDOLVW� V\VWHP� VKRZHG� QR� VLJQV� RI� UHIRUP� DQG�
FRQWLQXHG�LQ� LWV�QDNHG�H[SORLWDWLRQ�RI�WKH�ZRUNLQJ�FODVV���&DSLWDOLVP�FRQWLQXHG�RQ�
WKLV� SDWK� RI� VHOI�GHVWUXFWLRQ� DV�0DU[� SURSKHVL]HG� IRU� DW� OHDVW� ���� \HDUV�� � 7KLV� LV�
ZK\��RI�WKH�WKRXVDQGV�RI�VRFLDOLVW�PDQLIHVWRV�RI�KLV�WLPH��0DU[·V�ZDV�WKH�RQH�WKDW�
JDLQHG�PRPHQWXP²EHFDXVH�KLVWRU\�ZDV�XQIROGLQJ�H[DFWO\�DV�KH�IRUHWROG�LW���<HW��WKH�
IDWH�RI�KLVWRU\�IDOVLILHG�0DU[LVW�GHWHUPLQLVWLF�WHOHRORJ\�DQG�SURYHG�FDSLWDOLVP�QRW�WR�
EH�DV�GHWHUPLQLVWLF�DV�0DU[�ILJXUHG�LW� WR�EH�EXW�UDWKHU�IOH[LEOH�� �&DSLWDOLVP�KDG�WR�
UHFRJQL]H� LWV�ERXQGV�DQG�EHFRPH�IOH[LEOH� LQ�RUGHU�IRU� LW� WR�UHPDLQ�DV�D�GRPLQDQW�
LGHRORJ\�� � +DG� LW� UHPDLQHG� DV� ULJLG� DV� 0DU[� K\SRWKHVL]HG�� WKHQ� LW� ZRXOG� KDYH�
ORJLFDOO\�VHOI�GHVWUXFWHG�����
��� /XWKHU� DQG� 0HODQFKWKRQ� LQ� WKH� ILQDO� VWDJHV� RI� WKHLU� VWDQFH� RQ� 'HXWHURQRP\�
���������EHFDPH�H[WUHPH�LQ�WKHLU�DQWL�6HPLWLVP�DQG�DQWL�HJDOLWDULDQLVP�LQ�WKDW�WKH\�
DFWXDOO\�HQKDQFHG�WKH�GXDOLW\�RI�WKH�'HXWHURQRPLF�FRPPDQGPHQWV���0DUWLQ�%XFHU�
LV� VDLG� WR� KDYH� EHHQ� WKH� ODVW� RI� WKH� UHIRUPHUV� WR� KDYH� EURNHQ�ZLWK� WKH�PHGLHYDO�
LQWHUSUHWDWLRQ�RI�WKH�GXDOLW\�LQ�WKH�EURWKHUKRRG�DQG�WKH�RWKHUKRRG���,W�LV�LPSRUWDQW�
WR� QRWH� WKDW� %XFHU·V�PRWLYDWLRQ� DQG�PHQWRU� ZDV� /XWKHU�� � 7KLV� LV� ZK\� /XWKHU� LQ�
DGGLWLRQ�WR�KLV�SRSXODULW\�LV�FHQWUDO�WR�WKH�LGHD�RI�D�XQLYHUVDO�EURWKHUKRRG��
���.DUO�0DU[��´7KH���WK�%UXPDLU�RI�/RXLV�%RQDSDUWH�µ�LQ�7KH�0DU[�(QJHOV�5HDGHU��HG���
5REHUW�&��7XFNHU��:��:��1RUWRQ�	�&RPSDQ\�,QF�������������������
��� 7KH� DFWXDO� ´FODVV� ZDUIDUHµ� LV� PRUH� FRPSOH[� ZLWK� QRW� RQO\� WKH� ERXUJHRLVLH�
VWUXJJOLQJ� ZLWK� WKH� IHXGDO� QRELOLW\� EXW� DOVR� GLYLVLRQV� ZLWKLQ� WKH� ERXUJHRLVLH�
FRPSHWLQJ�IRU�KHJHPRQ\�DJDLQVW�HDFK�RWKHU�DV�ZHOO�DV�ZLWK�WKH�SUROHWDULDW�DQG�WKH�
SHDVDQWU\���,Q�WKH�(XURSHDQ�H[SHULHQFH��DIWHU�WKH�GHIHDW�RI�WKH�IHXGDO�V\VWHP��ZKLFK�
ZDV�PRUH� OLNH�D�FRPSURPLVH��� UHVXOWLQJ� LQ�D�FR�H[LVWHQFH�RI� WKH�SRZHUIXO�QRELOLW\�
DQG� WKH� FDSLWDOLVW� ERXUJHRLVLH�� WKH�QRELOLW\�ZDV�QRZ�IRUFHG� WR�HLWKHU� ULGH� WKH�QHZ�
ZDYH� RI� WKH� HPHUJLQJ� FDSLWDOLVW� IRUFH� RU� EH� RYHU�ZKHOPHG� E\� LW�� � )RU� VXUYLYDO�
SXUSRVHV�DQG�IRU�SRZHU��DIIOXHQFH��DQG�ZHDOWK��WKH\�OHDUQHG�WKH�QHZ�JDPH�WKDW�ZDV�
EURXJKW� LQWR�H[LVWHQFH�E\�HFRQRPLF�HYROXWLRQ��DQG�KLWKHUWR�UHPDLQ�LQ�WKH�FODVV�RI�
WKH� ´KDYHV�µ� � :LWK� WKH� SDVVDJH� RI� WLPH�� WKH� GLFKRWRP\� RI� WKH� ´KDYHVµ� DQG� WKH�
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´KDYH�QRWVµ� EHFRPHV� HYHU� VR� DFXWH�� � ,TEDO� PDVWHUIXOO\� LOOXVWUDWHV� WKLV� ZKROH�
WUDQVLWLRQ� RI� SRZHU� RI� WKH� ´KDYHVµ� LQ� KLV� SRZHUIXO� SRHP� ´,EOLV� NL�0DMOLV�$VKXUDµ�
�6DWDQ·V�$GYLVRU\�&RXQFLO���
���8VXU\�DV�DQ� LQVLGLRXV�VWUDWHJLF�SROLWLFDO� WDFWLF� WR� LQILOWUDWH�DQG�HYHQWXDOO\�H[SORLW�
WKH� ´2WKHUµ� LV� QRW� WUXO\�QRYHO�� �:H�FRXOG� ILQG� LQIRUPDWLRQ� IRU�H[DPSOH��RQ�KRZ�
XVXULRXV�GHEWV� IURP�(XURSH�PDGH�ZD\� IRU� WKH�7DQ]LPDW� LQ� WKH�2WWRPDQ�(PSLUH��
ZKLFK� HYHQWXDOO\� OHG� WR� LWV�GLVLQWHJUDWLRQ�� �7KH�SRLQW� LV� WKDW�XVXU\�DV� D� V\VWHPDWLF�
JOREDO�PHFKDQLVP�IRU�H[SORLWDWLRQ�DQG�SOXQGHU�LV�D�UHODWLYHO\�QHZ�SKHQRPHQRQ���,W�
KDV�EHHQ�SHUIHFWHG�LQ�WKH�IRUP�RI�WKH�:RUOG�%DQN�ZLWK�WKH�KHOS�RI�WKH�LQVWLWXWLRQ�
RI� WKH� ,0)�� � 3UDFWLFDOO\� HYHU\� GHYHORSLQJ� FRXQWU\� �ZKLFK� LV�PRVW� RI� WKH� NQRZQ�
ZRUOG�� LV� HQJXOIHG� LQ� VR� PXFK� GHEW� WKDW� DV� D� UHVXOW�� PRVW� RI� WKHP� DUH� KHDGLQJ�
WRZDUGV�DEMHFW�SRYHUW\��LI�WKH\�KDYHQ·W�DOUHDG\�UHDFKHG�WKLV�VWDWH����7KH�-XELOHH������
PRYHPHQW�IRU�WKH�HUDGLFDWLRQ�RI�XVXULRXV�GHEW�DV�D�UHVSRQVH�WR�WKLV�QHZ�ILQDQFLDO�
IRUP� RI� FDSLWDOLVP� LV� D� WHVWLPRQ\� WR� WKH� KRUUHQGRXV� H[SORLWLYH� DQG� LQVHQVLWLYH�
QDWXUH�RI�XVXULRXV�FDSLWDOLVP���7KH�SUHYLRXV�IRUPV�RI�XVXULRXV�H[SORLWDWLRQ�VXFK�DV�
WKH�W\SH�WKDW�OHG�WR�WKH�7DQ]LPDW�ZHUH�QRW�JOREDO�DQG�DV�V\VWHPDWLF�LQ�QDWXUH�DV�WKH�
QHZ�ILQDQFLDO�IRUP���)XUWKHUPRUH��WKH\�ZHUH�WDFWLFV�WR�DFKLHYH�FHUWDLQ�SROLWLFDO�DQG�
HFRQRPLF� HQGV�� �:LWK� WKH�2WWRPDQ�H[DPSOH�� WKH\�ZHUH�GHSOR\HG� WR�XVKHU� LQ� WKH�
7DQ]LPDW��ZHDNHQ� WKHP�HFRQRPLFDOO\�� DQG� WKHQ�SK\VLFDOO\�GLVLQWHJUDWH� WKHP�� �7KH�
ILQDQFLDO� IRUP�RI�FDSLWDOLVP� LV�QRW�QHFHVVDULO\�D�PHUH� WDFWLF� WR�DFFHVV�UHVRXUFHV�RU�
IRU�GLUHFW�FRORQL]DWLRQ���5DWKHU��LW�LV�D�SHUSHWXDO�V\VWHP�RI�H[SORLWDWLRQ�WR�FRQWLQXH�
D� KLGHRXV�PHWKRG� RI� XVXUSDWLRQ� RI� WKH�ZHDOWK� RI� WKH� GHYHORSLQJ�ZRUOG�� � 7KLV� LV�
HYLGHQFHG�E\�WKH�EHKDYLRU�RI�WKH�,0)�LQ�LWV�UHFRPPHQGDWLRQV��ZKDW�WKH\�UHIHU�WR�
DV� VWUXFWXUDO� DGMXVWPHQWV� ZKLFK� LV� LQ� PDQ\� LQVWDQFHV�� VRFLDO� DQG� FXOWXUDO�
HQJLQHHULQJ�� WR� UDLVH� WD[HV� DQG� HYHU\GD\� XWLOLWLHV� �VXFK� DV� JDV�� HOHFWULF�� DQG� HYHQ�
IRRG��RI�WKRVH�QDWLRQV�ZKLFK�KDYH�QRWKLQJ�OHIW�GXH�WR�WKH�SOXQGHULQJ�RI�WKH�:RUOG�
%DQN��DQG�WKH�FRUUXSWLRQ�RI�WKH� OHDGHUV�RI�WKHVH�FRXQWULHV��� �,W� LV� LQ�WKH�ZRUGV�RI�
WKH�JUHDW�3DNLVWDQL�WKLQNHU��'U��,VUDU�$KPDG��LQGLUHFW�FRORQL]DWLRQ����
���$�OLVW�RI�DOO�WKH�0XVOLP�FRXQWULHV�DQG�WKH�DPRXQW�RI�WKHLU�*'3�ZKLFK�LV�XVXUSHG�
IRU�WKH�UH�SD\PHQW�RI�XVXU\�EDVHG�GHEW�FDQ�EH�IRXQG�LQ��´7KH�)XQGDPHQWDO�)HDU�µ�
7KH�(FRQRPLVW���$XJXVW��²�����������������
���'U��,VUDU�$KPDG�LQ�KLV�DUWLFOHV�7KH�1DWXUH�DQG�5HDOLW\�RI�+XPDQ�([LVWHQFH��$�9LHZ�
)URP�WKH�4XU·DQ��DQG�)DVWLQJ�LQ�5DPDGDQ��,WV�0DMHVWLF�,PSRUW�SXEOLVKHG�LQ�(YHQW�+RUL]RQV�
GLVFXVVHV� WKH� WZR�QDWXUHG� FRPSRVLWH� RI� KXPDQ� QDWXUH� IURP� WKH� 4XU·DQLF�
SHUVSHFWLYH�LQ�GHSWK���,Q�HVVHQFH��KH�FRQFOXVLYHO\�LOOXVWUDWHV�WKDW�RQH�SDUW�RI�XV��WKH�
ERGLO\�H[LVWHQFH��RULJLQDWHV�IURP�DQ�HDUWKO\�PDWHULDO�VRXUFH�ZKLOH�WKH�RWKHU�SDUW�RI�
WKH�FRPSRVLWH�� WKH�VRXO�� LV� VSLULWXDO� LQ�QDWXUH�²� LQ�IDFW�� IURP�WKH�&UHDWRU�+LPVHOI���
0XKDPPDG�,TEDO·V�ZKROH�SKLORVRSK\� LQ�KLV�PDVWHUSLHFH�,VUDU�H�.KXGL� �7KH�6HFUHWV�
RI� WKH�6HOI��IRFXVHV�RQ�WKH�H[SOLFDWLRQ�DQG�WKH�UHFRJQLWLRQ�RI�WKH�H[LVWHQFH�RI�WKH�
VSLULWXDO�H[LVWHQFH�RI�WKH�VRXO�ZLWKLQ�HYHU\�KXPDQ�EHLQJ��
���%HVW�FKDUDFWHUL]HG�E\�,TEDO�DV�WKH�´'LYLQH�VSDUNµ�ZLWKLQ�XV��
��� 0DU[� H[SODLQHG� WKDW� VHFXODULVP� ZDV� SROLWLFDO� HPDQFLSDWLRQ� DQG� WKDW� KXPDQ�
HPDQFLSDWLRQ� ZDV� UHDOL]HG� WKURXJK� WKH� GHVWUXFWLRQ� RI� UHOLJLRQ� LQ� WRWR�� � $� PRUH�
FRPSUHKHQVLYH� GLVFXVVLRQ� RI� WKLV� VXEMHFW� FRXOG� EH� IRXQG� LQ� 0DU[·V� 7KH� -HZLVK�
4XHVWLRQ�� �0DU[�DOVR�DGYRFDWHG�DQ�HSLVWHPRORJ\�RI�VFLHQWLVP�ZKLFK�ZDV�XWLOL]HG�WR�
H[SODLQ�DZD\�PHWDSK\VLFDO�SKHQRPHQRQ�DQG�WR�UHIXWH�WKH�LPSRUWDQFH�RI�UHOLJLRQ��
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���:H�PXVW�UHPHPEHU�WKDW�0DU[�WKRXJKW�WKDW�WKH�UHYROXWLRQ�ZRXOG�EH�UHODWLYHO\�D�
EORRGOHVV�RQH��
���0DU[LVW�LGHRORJ\�LV�EDVHG�RQ�WKH�SKLORVRSK\�RI�GLDOHFWLFDO�PDWHULDOLVP���+H�DUJXHV�
WKDW�ZKHUHDV�SKLORVRSKHUV��ZLWK�VSHFLDO�HPSKDVLV�RQ�+HJHO��UHOLHG�RQ�PHWDSK\VLFDO�
SKHQRPHQRQ�LQ�WKH�VHDUFK�IRU�SDWWHUQV��FRQVFLHQFH��DQG�VHFUHWV�RI�WKH�GHYHORSPHQW�
RI� KLVWRU\�� WKDW� PHWDSK\VLFV� GRHV� QRW� H[LVW�� � &RPSOHWHO\� K\SQRWL]HG� E\� WKH�
HSLVWHPRORJ\� RI� VFLHQWLVP�� 0DU[� DQG� (QJHOV� FRQFOXGHG� WKDW� KLGGHQ� LQ� WKH�
SHUVRQDJHV�RI�PDMRU�KLVWRULFDO�ILJXUHV�DV�ZHOO�DV�LQ�WKH�PDMRU�HYHQWV�RI�KLVWRU\�DUH�
WKH� VHFUHW� ODZV�RI�KLVWRU\�� � -XVW� DV� WKH� VFLHQFHV�GLVFRYHUHG�DOUHDG\�H[WDQW�SK\VLFDO�
ODZV�� QDPHG� WKHP�� DQG� EXLOW� XSRQ� WKHP�� WKH� VDPH� VFLHQWLILF� DSSURDFK�ZDV� WR� EH�
WDNHQ�ZLWK�KLVWRU\�� �7KH�KLVWRULFDO� ODZV�DQG� WKH� VHFUHWV�RI�KLVWRU\� UHPDLQHG� WR�EH�
GLVFRYHUHG� MXVW�DV�PDQ\�VFLHQWLILF� ODZV�DQG�VHFUHWV�RI�WKH�VFLHQFHV�UHPDLQHG�WR�EH�
GLVFRYHUHG� DQG� WKHQ� XWLOL]HG� IRU� WKH� EHWWHUPHQW� RI�PDQNLQG�� � $OO� ZDV� FRQWDLQHG�
ZLWKLQ� WKH� PDWHULDO� DQG� WKH� PXQGDQH� ZLWK� PHWDSK\VLFV� DV� WKH� FRYHU� RYHU� WKHVH�
VHFUHWV�LQKLELWLQJ�PDQ�WR�UHDFK�WKH�WUXWK�RI�WKHVH�HVVHQWLDOO\�PDWHULDO�VFLHQFHV���,W�LV�
IRU� WKLV� UHDVRQ�ZK\� LQ� KLV� JUDYHVLGH� VSHHFK� RI�0DU[��(QJHOV� FRPSDUHG�'DUZLQ·V�
GLVFRYHU\�RI�WKH�GHYHORSPHQW�RI�RUJDQLF�QDWXUH�ZLWK�0DU[·V�GLVFRYHU\�RI�WKH�ODZ�RI�
GHYHORSPHQW�RI�KXPDQ�KLVWRU\���
���(GZDUG�6DLG� LQ�KLV�PDVWHUIXO�ZRUN�2ULHQWDOLVP�FRPSUHKHQVLYHO\�GLVFXVVHV� LVVXHV�
UHODWLQJ� WR� REMHFWLYLW\�VXEMHFWLYLW\� RI� DOO� ZULWHUV� LQ� WKHLU� GLVFRXUVHV� RI� 0LGGOH�
(DVWHUQ� RU�1HDU�(DVW� VWXGLHV�� � (VVHQWLDOO\�� WKURXJK� KLVWRULFDO� DQG� FURVV� OLWHUDWXUH�
UHVHDUFK��KH�DQDO\]HV�WKH�REMHFWLYLW\�RI�ZULWHUV�RQ�WKH�VXEMHFW�PDWWHU�RI�2ULHQWDOLVP���
+LV�ZRUN� HYRNHG�PXFK�FRQWURYHUV\� UHODWLQJ� WR� WKH�SUREOHP�RI�REMHFWLYLW\� DPRQJ�
SUDFWLFDOO\�HYHU\�EUDQFK�RI�WKH�VRFLDO�VFLHQFHV������
���'U��,VUDU�$KPDG�LV�D�UHFRJQL]HG�VFKRODUO\�UHOLJLRXV�ILJXUH�DQG�PRUH�SUHFLVHO\��D�
WHDFKHU� RI� WKH� 4XU·DQ�� � +LV� WKRXJKW� LV� DQ� HYROXWLRQ� DQG� D� FXOPLQDWLRQ� RI� WKH�
4XU·DQLF�WKRXJKW�RI�WKH�PXMDGGLGV��SXULWDQLFDO�UHIRUPHUV��RI�WKH�SDVW�IRXU�FHQWXULHV�
LQFOXGLQJ� WKH� OLNHV�RI�$KPDG�6LUKDQGL��6KDK�:DOLXOODK�'HKOYL��0XKDPPDG�,TEDO��
$EXO�.DODP�$]DG�� DQG�$EXO�$OD�0DZGXGL�� � ,Q�RSSRVLWLRQ� WR�PRVW�RI� WKH�NQRZQ�
UHOLJLRXV� VFKRROV� RI� WKRXJKW� DQG� ILJXUH�KHDGV�� 'U�� ,VUDU� $KPDG� DGGUHVVHV� WKH�
LQGLVSHQVDEOH� QHHG� IRU�0XVOLP� WKLQNHUV� WR� FULWLFDOO\� DVVHVV� WKH� OHJDF\� RI�PRGHUQ�
:HVWHUQ� WKRXJKW� WKURXJK� WKH� LQVWUXPHQW� RI� 6FULSWXUH� �WKH� 4XU·DQ� LQ� SDUWLFXODU����
7KLV�KDV�EHHQ�WKH�YLHZ�RI�WKH�SUHYLRXV�PXMDGGLGV�RI�,VODP�DQG�LW�LV�IRU�WKLV�UHDVRQ�
ZK\� WKH� 4XU·DQLF� WKRXJKW� RI� 'U�� ,VUDU� $KPDG� LV� SDUDPRXQW� DQG� QHFHVVDU\� IRU�
,VODPLF� DOWHUQDWLYHV� WR� WKH� SUHFDULRXV� �\HW� KHJHPRQLF�� FRQFOXVLRQV� RI� PRGHUQ�
:HVWHUQ�WKRXJKW����
���$�VLPLODU�QDUUDWLRQ�RI�WKLV�KDGLWK�IURP�$EX�+XUDLUDK�FRXOG�DOVR�EH�IRXQG�LQ�WKH�
6DKLK�RI�,PDP�0XVOLP�DQG�LV�DOVR�UHSRUWHG�LQ�0LVKNDW�XO�0DVDELK��
��� $� JRRG� H[DPSOH� RI� WKLV� LV� WKH� KROLGD\V� WKDW� LQFUHDVLQJO\� ODFN� VSLULWXDO� FRQWHQW�
WKURXJK�WKH�SURJUHVVLRQ�RI�WLPH���5HOLJLRXV�KROLGD\V�DUH�WKH�EHVW�GD\V�IRU�ELJ�DV�ZHOO�
DV� VPDOO� EXVLQHVVHV�� DQG� WKRVH� ZKR� FHOHEUDWH� ORRN� PRUH� IRUZDUG� WR� JDWKHULQJV��
JRRG�WLPHV��DQG�KDYLQJ�IXQ�WKDQ�WR�UHPHPEHU�*RG�RU�HQJDJH�LQ�VSLULWXDO�SUDFWLFHV���
+ROLGD\V�LQ�WKHLU�UHGXFWLRQLVW�IRUP�DUH�JRRG�IRU�FDSLWDOLVP�����
��� ,Q�0DWKHZ� ���� ������� D�&DQDDQLWH�ZRPHQ� VRXJKW�&KULVW·V� KHOS� LQ� FDVWLQJ� RXW� D�
GHYLO�IURP�KHU�GDXJKWHU���&KULVW�UHVSRQGHG�ZLWK�´,�ZDV�VHQW�RQO\�WR�WKH�ORVW�VKHHS�
RI�WKH�KRXVH�RI�,VUDHO�µ��,Q�DQRWKHU�DWWHPSW�WR�VHHN�&KULVW·V�KHOS��&KULVW�DFFRUGLQJ�
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WR�0DWKHZ�����UHWRUWV�ZLWK��´,W�LV�QRW�IDLU�WR�WDNH�WKH�FKLOGUHQ·V�IRRG�DQG�WKURZ�LW�WR�
WKH�GRJV�µ�5HJDUGOHVV�RI�WKH�FRQWURYHUV\�ZKHWKHU�&KULVWLDQLW\�ZDV�PHDQW�RULJLQDOO\�
WR�EH�D�XQLYHUVDO�UHOLJLRQ�� LW�DSSHDUV�TXLWH�FOHDU�IURP�WKH�DERYH�YHUVHV��WKDW� LW�ZDV�
LQWHUSUHWHG� �LQWHQWLRQDOO\� RU� XQLQWHQWLRQDOO\�� E\� WKH� DXWKRUV� RI� WKH� %LEOH� WR� EH�
VRPHWKLQJ�SDURFKLDO�LQ�HVVHQFH��
��� (YHQ� DIWHU� &KULVW�� 6W�� 3DXO·V� SUHDFKLQJ� RI� WKH� *RVSHO� ZDV� H[FOXVLYHO\� JHDUHG�
WRZDUGV�WKH�5DEELV�DQG�SHRSOH�RI�,VUDHO���,W�ZDV�RQO\�DIWHU�WKH�KXPLOLDWLQJ�UHMHFWLRQ�
E\�WKH�5DEELV�WKDW�6W��3DXO�EURNH�DZD\�IURP�WUDGLWLRQ�DQG�WKH�ZD\�RI�&KULVW�LQ�KLV�
FOHDU�GHFLVLRQ�WR�SUHDFK�WKH�*RVSHO�RI�&KULVW�WR�WKH�JHQWLOHV���7KLV�FUXFLDO�GHFLVLRQ�
RI�6W��3DXO�LV�UHFRUGHG�LQ�$FWV�RI�WKH�1HZ�7HVWDPHQW���3HUKDSV�D�EHWWHU�H[DPSOH�RI�
WKH�RULJLQDOO\�SDURFKLDO�QDWXUH�RI�&KULVWLDQLW\�FDQQRW�EH�IRXQG�����
���)UHGHULFN�(QJHOV�LQ�/8':,*�)(8(5%$&+�DQG�WKH�2XWFRPH�RI�&ODVVLFDO�*HUPDQ�
3KLORVRSK\� FODLPV� WKDW� WKH�&DWKROLF�&KXUFK�ZDV� DOLJQHG�ZLWK� DQG� VWUHQJWKHQHG� WKH�
DULVWRFUDF\���7KXV�WKH�ERXUJHRLVLH�ZKLFK�ZDV�WU\LQJ�WR�FUHDWH�FRQGLWLRQV�FRQGXFLYH�
WR�FDSLWDOLVP�ZLWK�XQLYHUVDOLW\�DV�D�QHFHVVDU\�SUH�FRQGLWLRQ��H[SUHVVHG�DQG�DOLJQHG�
LWVHOI� ZLWK� WKH� 5HIRUP� PRYHPHQW�� � ,I� ZH� ZHUH� WR� GHYHORS� D� � 0DU[LVW�(QJHOV�
SHUVSHFWLYH�� WKHQ� WKH� DEURJDWLRQ� RI� 0RVDLF� /DZ� LQ� DWWDLQLQJ� WKLV� XQLYHUVDOLW\� RI�
EURWKHUKRRG�ZDV� FUXFLDO� DQG� LW� IRXQG�H[SUHVVLRQ� LQ� WKH�5HIRUP�PRYHPHQW�� �7KH�
LQLWLDO�ERXUJHRLVLH�UHDFWLRQ�LQ�WKH�IRUP�RI�WKH�5HIRUP�PRYHPHQW�ZLWK�/XWKHU�ZDV�
QRW�VXIILFLHQWO\�GHYHORSHG�RU�RUJDQL]HG�HQRXJK�WR�RYHU�WDNH�WKH�QRELOLW\���7KH�SHDN�
RI� WKLV� UHDFWLRQ� ZDV� WKH� 3HDVDQW� XSULVLQJ� ZKLFK� ZDV� VXSSUHVVHG� E\� WKH� VHFXODU�
DUPLHV� RI� WKH� 3ULQFHV�� � (QJHOV� JRHV� RQ� WR� VWDWH� WKDW� &DOYLQ� JDYH� WKH� 5HIRUP�
PRYHPHQW� WKH� WUXH� FKDUDFWHU� RI� WKH� ERXUJHRLVLH� �WKH� FDSLWDOLVW� FODVV��� QRW�/XWKHU���
7KLV� LV�EHFDXVH�/XWKHU�ZDV�FRQWDLQHG�WR�*HUPDQ\�ZKLOH�&DOYLQ�DSSHDOHG�WR�RWKHU�
(XURSHDQ� QDWLRQV� �DW� D� WLPH� ZKHQ� (XURSH� ZDV� SUDFWLFDOO\� WKH� ILQDQFLDO� ZRUOG���
HVSHFLDOO\�(QJODQG��LQGLFDWLQJ�WKH�FUXFLDO�VLJQLILFDWLRQ�RI�XQLYHUVDOLW\�WR�FDSLWDOLVP�����������
��� -HDQ� -DFTXHV�5RXVVHDX� LQ�7KH�6RFLDO�&RQWUDFW� FRPSUHKHQVLYHO\�FRYHUV� WKH� VDOLHQW�
IHDWXUHV�RI�GHPRFUDF\��VWDWLQJ�WKDW�WKH�PRVW�FUXFLDO�GRFWULQH�RI�GHPRFUDF\�LV�LQ�IDFW�
WKH�FRQFHSW�RI�WKH�VRYHUHLJQW\�RI�WKH�JHQHUDO�ZLOO�RI�WKH�SHRSOH���
���$V�IRU�WKH�,VODPLF�WUDGLWLRQ��'U��0XKDPPDG�,TEDO�KDV�OHYHOHG�RQH�RI�WKH�JUHDWHVW�
FULWLTXHV�RQ�:HVWHUQ� VHFXODU�GHPRFUDF\³ZKLFK�ZDV�DFFHSWHG�DQG�SURSDJDWHG�E\�
ODWHU�PRGHUQ�UHIRUPHUV� OLNH�'U��0XKDPPDG�5DILXGLQ��$EXO�DOD�0DZGXGL��DQG�KLV�
FORVH� IROORZHU� 6D\\LG� 4XWE��� $OL� 6KDULDWL� DV� ZHOO� DV� FRQWHPSRUDULO\�� 'U�� ,VUDU�
$KPDG���7KH�KHLJKW�RI�,TEDO·V�LQWHOOHFWXDO�WKRXJKW�ILQGV�PDJQHWLF�H[SUHVVLRQ�LQ�KLV�
SRHWU\�� � &ULWLTXH� RI� VHFXODULVP�� GHPRFUDF\�� DQG� XVXULRXV� FDSLWDOLVP� FRXOG� DOO� EH�
IRXQG�LQ�KLV�SRHP�,EOLV�NH�0DMOLV�$VKXUD��7KH�6DWDQ·V�$GYLVRU\�&RXQFLO����5HIHU�WR�
WKH� DSSHQGL[� IRU� UHOHYDQW� SRHWLF� YHUVHV� DQG� TXRWHV� IURP� ,TEDO� RQ� VHFXODULVP��
FDSLWDOLVP���XVXU\��DQG�PRGHUQ�VHFXODU�GHPRFUDF\��
���$FFRUGLQJ�WR�WKH�IHZ�VFKRODUV�RI�,VODP��LQFOXGLQJ�,TEDO��0DZGXGL��DQG�'U��,VUDU�
$KPDG�� ZKR� KDYH� DQDO\]HG� PRGHUQ� VHFXODU� GHPRFUDF\� ²� HYHQ� VXSHUILFLDOO\� ²�
FRQVLGHU� WKH�DFFHSWDQFH�RI�GHPRFUDF\�ZLWK� WKH�GRFWULQH�RI�VRYHUHLJQW\�EHORQJLQJ�
WR�WKH�ZLOO�RI�WKH�SHRSOH�DV�WKH�JUHDWHVW�VKLUN�RI�WKH�DJH���,W�VKRXOG�EH�PDGH�SHUIHFWO\�
FOHDU� WKDW� ,VODP� LV� QRW� DQWL�GHPRFUDF\�� � $FWXDOO\�� WKH� SROLWLFDO� V\VWHP� RI� ,VODP� LV�
TXLQWHVVHQWLDOO\� GHPRFUDWLF�� � ,VODP� GHPDQGV� DQ� HOHFWHG� UHSUHVHQWDWLYH� IRUP� RI�
JRYHUQPHQW�DV�ZDV�HYLGHQFHG�LQ�WKH�SUDFWLFH�RI�WKH�ULJKWO\�JXLGHG�FDOLSKV��.KXODID�
$U�UDVKLGXQ��� � �7KHRFUDF\� LV� QRW� WUXO\� WKH� ,VODPLF� IRUP�RI� JRYHUQPHQW�EHFDXVH� LQ�
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PDLQVWUHDP�,VODP�� WKHUH� LV�QR�KLHUDUFKLFDO� FKXUFK�RU�FOHUJ\� WR� UXOH� D�JLYHQ�SROLW\���
7KH� PRGHUQ� IRUP� RI� WKH� ,VODPLF� VWDWH� ZRXOG� DGRSW� WKH� GLYLQH� VFULSWXUH� DV� LWV�
FRQVWLWXWLRQ� DQG� DOORZ� WKH� SHRSOH� WR� FKRRVH� WKHLU� OHDGHUV� DQG� UHSUHVHQWDWLYHV� LQ�
JRYHUQPHQW�� � ,W�ZDV� IRU� WKLV� UHDVRQ� WKDW�0DZGXGL� WHUPHG�VXFK�D� VWDWH�DV� D� WKHR�
GHPRFUDF\�� �7KH�FRQFHSWXDOL]DWLRQ�RI�WKH�PRGHUQ�IRUP�RI�WKH�,VODPLF�GHPRFUDWLF�
VWDWH� LV� DUWLFXODWHG� E\� 0XKDPPDG� ,TEDO� DQG� IXUWKHU� GHYHORSHG� E\� 0DXODQD�
0DZGXGL� DQG�'U�� ,VUDU� $KPDG�� � ,W� VKRXOG� DOVR� EH� QRWHG� WKDW� 'U�� ,VUDU� $KPDG�
DWWDFKHV� VR�PXFK� LPSRUWDQFH� WR� GHPRFUDF\� WKDW� KH� UHIHUV� WR� LW� DV� WKH�PRWKHU�RI�
3DNLVWDQ��������
���,Q�WKLV�GD\�DQG�DJH�RI�WKH�GHPLVH�RI�,VODP��WKH�DEVHQFH�RI�D�XQLILHG�UXOHU��&DOLSK���
RU� IRU� WKDW� PDWWHU�� LQ� WKH� DEVHQFH� RI� WKH� ,VODPLF� VWDWH�� WKH� ]DNDW� LV� FROOHFWHG� E\�
0RVTXHV�DQG�SULYDWH�UHOLHI�RUJDQL]DWLRQV���
���7UDGLWLRQ�KDV�LW�WKDW�KH�SURFODLPHG�WKDW�KH�ZRXOG�ZDJH�ZDU�RQ�DQ\RQH�ZKR�GLG�
QRW�JLYH�LQ�]DNDW�WKDW�ZDV�MXVWO\�GXH�IURP�WKHP��HYHQ�LI�ZKDW�ZDV�KHOG�EDFN�ZDV�D�
SLHFH�RI�URSH�ZKLFK�ZDV�XVHG�WR�WLH�GRZQ�D�FDPHO���6R�VHULRXVO\�ZDV�WKLV�LQVWLWXWLRQ�
RI�]DNDW�WDNHQ��
��� ,W� LV� WUXH� WKDW� WKH� HDUO\� VFKRODUV� OLNH�*KD]]DOL�ZHUH� YHU\� VXVSLFLRXV� RI� SROLWLFDO�
DXWKRULW\�DQG�VWURQJO\�GLVFRXUDJHG�JHWWLQJ�LQYROYHG�LQ�SROLWLFV�� �2QH�PD\�DUJXH�LQ�
IDYRU� RI� VHFXODULVP� FLWLQJ� WKH� HDUO\� JUHDW� VFKRODU·V� DEKRUUHQFH� RI� WKH� SROLWLFDO�
DXWKRULW\�� � ,�ZRXOG� OLNH� WR�SRLQW�RXW� WKDW� WKHVH� VFKRODUV�ZHUH� LPSULVRQHG�E\� WKHLU�
VRFLR�SROLWLFDO� HQYLURQPHQW�� �7KH\� UHFRJQL]HG� WKH� FRUUXSWLRQ� DW� WKH�SROLWLFDO� OHYHO�
EXW� ZHUH� WRR� HQJURVVHG� LQ� WKH� WDVN� RI� SUHVHUYLQJ� WUDGLWLRQDO� NQRZOHGJH� DQG�
SURWHVWLQJ�VRFLDO�YLFH�WR�ZDVWH�WKHLU�SUHFLRXV�WLPH�LQ�SROLWLFV���7KHLU�VHFOXVLRQ�IURP�
SROLWLFV�EHFRPHV�DOO�WKH�PRUH�FOHDU�ZKHQ�FRQVLGHULQJ�WKH�IDFW�WKDW�WKH\�VDFULILFHG�DOO�
RI� WKHLU� WLPH� LQ� DQ� DFDGHPLF� HQWHUSULVH� WR� SUHVHUYH� DQG� V\VWHPDWL]H� UHOLJLRXV�
NQRZOHGJH�� ODZ�� VSLULWXDOLW\� DQG� WKH� UHODWHG� VFLHQFHV�ZKHQ� WKH� FRPPXQLW\� RI� WKH�
0XVOLPV�VR�GHVSHUDWHO\�UHTXLUHG�LW���7KLV�GRHV�QRW�DW�DOO�LPSO\�WKDW�WKH�4XU·DQ�LV�LQ�
IDYRU� RI� D� OLPLWHG� IRUP� RI� VHFXODULVP�� � ,W�PXVW� DOVR� EH� EURXJKW� WR� OLJKW� WKDW� WKH�
UHOLJLRXV� VFKRODUV�GLG�QHYHUWKHOHVV� VHW� XS�PLQLPXP� WKUHVKROGV� �VXFK� DV� HQIRUFLQJ�
VKDUL·DK�� HVWDEOLVKPHQW� RI� SUD\HU� HWF��� XSRQ� WKH� JRYHUQLQJ� DXWKRULW\�� ZKLFK� LI�
VXUSDVVHG��ZRXOG�REOLJH�WKH�FRPPXQLW\�WR�UHSODFH�LW���%XW�VXFK�PLQLPDOO\�LPSRVHG�
UHOLJLRXV� WKUHVKROGV� RIIHUHG� WR� JRYHUQLQJ� DXWKRULW\� LV� LQ� LWVHOI� DQ� H[DPSOH� RI�
UHOLJLRXV�LPSRVLWLRQ�RQ�JRYHUQPHQWV�DQG�VKRZV�WKH�DQWL�VHFXODU�QDWXUH�RI�,VODP³
HYHQ�LQ�LWV�ZHDNHVW�UHGXFWLRQLVW�IRUP�������
���7KLV� LV�QRW�WR�VD\�WKDW�DWWHPSWV�WR�H[HJHWH�4XU·DQ�IRU�VHFXODULVP�KDYH�QRW�EHHQ�
PDGH��EHFDXVH�,·P�VXUH�WKH\�KDYH���$OO�RI�WKH�DUJXPHQWV�PDGH�IRU�VHFXODULVP�DUH�DW�
EHVW� YHU\� DPELJXRXV�� ZHDN�� DQG� PRVWO\� XQSDODWDEOH� WR� WKH� FROOHFWLYH� 0XVOLP�
FRQVFLHQFH���7KH�RQO\�0XVOLPV�ZKR�VXSSRUW�WKH�SDUDGR[�RI�VHFXODU�,VODP�DUH�WKRVH�
ZKR� KDYH� YHVWHG� LQWHUHVWV� LQ� VHFXODULVP�� � $Q� LQWHOOLJHQW�� SDODWDEOH�� DQG� FRJHQW�
DUJXPHQW�IURP�WKH�4XU·DQ�IRU�VHFXODULVP�DSSHDUV�LQFRQFHLYDEOH���1R�PDMRU�VFKRRO�
RI�WKRXJKW�ZLWKLQ�,VODPLF�VFKRODVWLF�WKHRORJ\�RU�LQWHOOHFWXDO�KHULWDJH�KDV�HPHUJHG�LQ�
IDYRU�RI�XOWUD�VHFXODULVP�LQ�FRQWUDVW�WR�WKH�VFRSH�DQG�SRSXODULW\�RI�/XWKHU�DQG�WKH�
5HIRUP�PRYHPHQW�LQ�WKH�&KULVWLDQ�KHULWDJH�����
���,Q�WKH�H[SODQDWRU\�QRWHV�RI�WKH�7DOPXG��4LGGXVKLQ��E��LW�LV�VWDWHG�WKDW��´1R�WRSLF�
KDV�EHHQ�VR�WKRURXJKO\�GLVFXVVHG�DQG�RUGDLQHG�E\�WKH�7DOPXGLF�DQG�SRVW�7DOPXGLF�
VDJHV� DV� XVXU\«� 7KH� ODZ� SURKLELWV� ERWK� JLYLQJ� DQG� WDNLQJ� RI� LQWHUHVW�� DQG� WKH�



� � 7KH�4XU·DQLF�+RUL]RQV��������
                                                                                                             
5DEELV�H[WHQGHG� WKLV� WR� WKH�ZLWQHVVHV�RI� WKH� WUDQVDFWLRQ�� WR�D� VXUHW\� IRU� WKH� ORDQ��
HYHQ� WR� WKH� VFULEH� RI� WKH� SURPLVVRU\� QRWH�� � �FI��0LVKQD�%�0�� ��� ���µ� �7KLV� FOHDUO\�
YLQGLFDWHV� WKH�4XU·DQLF�FODLP� WKDW�XVXU\�ZDV�SURKLELWHG� WR� WKH�SUHYLRXV� LQKHULWRUV�
RI�WKH�UHYHDOHG�ZRUG���7KH�FRPSDULVRQ�RI�HYHQ�WKH�PLQXWH�DVSHFWV�RI�0RVDLF�ODZ�WR�
,VODPLF�ODZ��DW�OHDVW�FRQFHUQLQJ�WKH�XVXU\�ODZV��LV�UHPDUNDEO\�VLPLODU���
��� ,PUDQ�+RVHLQ� H[SODLQV� WKLV� LQ�PXFK�PRUH� GHSWK� DQG� EUHDGWK� LQ� KLV� ERRN�7KH�
3URKLELWLRQ�RI�5LED�LQ�WKH�4XU·DQ�DQG�6XQQDK��
���7KH�SURIHVVLRQV�LQ�WKH�ILHOGV�RI�EDQNLQJ��LQVXUDQFH�FRPSDQLHV��DQG�XVXU\�UHODWHG�
RFFXSDWLRQV� DUH� WRGD\� YLHZHG� DV� JRRG�� UHVSHFWDEOH�� DQG� GHFHQW�SURIHVVLRQV�� �7KH�
DFFXPXODWLRQ�RI�ZHDOWK�LV�LQ�LWVHOI�YLHZHG�DV�YLUWXRXV�DQG�LQ�WKH�$PHULFDQ�WUDGLWLRQ�
�ZLWK�%HQMDPLQ�)UDQNOLQ�RU�´SRRU�5LFKDUGµ�DV�WKH�SRSXODU�LFRQ�IRU�WKLV�YLHZ���LW�LV�
YLHZHG� DV� SRVLWLYH� VLJQV� IURP� *RG�� WUDQVIRUPLQJ� WKH� FRQFHSW� RI� ZHDOWK� DQG�
SURVSHULW\�LQWR�WKH�YLUWXRXV�GXWLHV�RI�GHFHQW�&KULVWLDQV����
�� On November 22, 1998, Dharb-e-Mu’min reported that the government of 

Afghanistan has publicly outlawed usury in all of its various forms, forcing 

professional usurers to flee the country.  A more powerful example of the 

ultimate threat to global predatory usurious capitalism cannot be given than an 

event being born from mother history, and in this case, a Qur’anic indictment of 

it materializing under the asecular Islamic state of Afghanistan.  To add to this, 

the supreme court of Pakistan has categorically condemned modern usurious 

economy (banking interest) as illegal, upholding this condemnation despite a 

prolonged complex string of appeals to counter it.  The scene is now being set 

up for the greatest ideological warfare in the history of humankind. 

 
 

&UHGLW� LQYROYHV� ULED��«�WKHUH� LV�QR� ULED�ZKHQ�SD\PHQW� LV�PDGH�RQ� WKH�
VSRW��

� �7KH�0HVVHQJHU�RI�*RG��%XNKDUL�DQG�0XVOLP��
,I�DQ\RQH�NHHSV�JRRGV�WLOO�WKH�SULFH�ULVHV��KH�LV�D�VLQQHU��

� � �7KH�0HVVHQJHU�RI�*RG��0XVOLP��
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,Q�,VODP��WKH�ZRUVW�VLQ�DW�WKH�OHYHO�RI�CDTHHGDK�LV�VKLUN��DQG�WKH�ZRUVW�VLQ�
DW�WKH�OHYHO�RI�CDPDO�LV�ULED��� �'U��,VUDU�$KPDG�
,I�ULED�LV�VR�GDQJHURXV�WKHQ�FOHDUO\�HYHU\�KXPDQ�EHLQJ�LV�GXW\�ERXQG�WR�
VWXG\�WKH�VXEMHFW�FDUHIXOO\�DQG�WKRURXJKO\��� �,PUDQ�1�+RVHLQ�


