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7KH )XWXUH RI 6WRFN ([FKDQJHV LQ (PHUJLQJ (FRQRPLHV=
(YROXWLRQ DQG 3URVSHFWV

E\

6WLMQ &ODHVVHQV/ 'DQLHOD .OLQJHELHO/ DQG 6HUJLR /1 6FKPXNOHU-

)HEUXDU\ 7/ 5335

$EVWUDFW

:H VWXG\ WKH GHWHUPLQDQWV RI VWRFN PDUNHW GHYHORSPHQW DQG WKH JURZLQJ PLJUDWLRQ RI
FDSLWDO UDLVLQJ/ OLVWLQJ/ DQG WUDGLQJ DFWLYLW\ WR LQWHUQDWLRQDO H[FKDQJHV1 (FRQRPLHV ZLWK
EHWWHU IXQGDPHQWDOV KDYH ODUJHU DQG PRUH OLTXLG PDUNHWV1 $V IXQGDPHQWDOV LPSURYH/
KRZHYHU/ WKH GHJUHH RI PLJUDWLRQ WR LQWHUQDWLRQDO H[FKDQJHV DOVR LQFUHDVHV1 7KLV OHDGV WR
JDLQV IRU FRUSRUDWLRQV LQ WKH IRUP RI ORZHU FRVWV DQG PRUH OLTXLGO\0WUDGHG VKDUHV1 )XOO\0
IOHGJHG ORFDO VWRFN H[FKDQJHV DUH WKXV EHFRPLQJ OHVV QHFHVVDU\ IRU PDQ\ HFRQRPLHV1
)XUWKHUPRUH/ PLJUDWLRQ FDQ OHDYH WRR OLWWOH GRPHVWLF DFWLYLW\ WR VXVWDLQ D ORFDO H[FKDQJH1
7KHUHIRUH/ WKH IXQFWLRQV DQG IRUPV RI VWRFN H[FKDQJHV LQ PDQ\ HFRQRPLHV QHHG
UHWKLQNLQJ1

-(/ FODVVLILFDWLRQ FRGHV= *48/ *4;/ *53

.H\ZRUGV= VWRFN H[FKDQJH GHYHORSPHQW> LQWHUQDWLRQDOL]DWLRQ RI ILQDQFLDO PDUNHWV>
WUDGLQJ PLJUDWLRQ> HPHUJLQJ HFRQRPLHV> FURVV0OLVWLQJ> $'5V> *'5V

-8QLYHUVLW\ RI $PVWHUGDP DQG &(35/ :RUOG %DQN/ DQG :RUOG %DQN UHVSHFWLYHO\1 3DSHU SUHVHQWHG DW WKH
)LIWK $QQXDO %URRNLQJV0:KDUWRQ &RQIHUHQFH RQ )LQDQFLDO 6HUYLFHV/ KHOG LQ :DVKLQJWRQ/ '1&1/ -DQXDU\ 430
44/ 53351 :H ZRXOG OLNH WR WKDQN RXU GLVFXVVDQW/ .HQ .DYDMHF]/ DQG $QGUHZ .DURO\L/ %HQQ 6WHLO/ 5XEHQ
/HH/ DQG FRQIHUHQFH SDUWLFLSDQWV IRU YHU\ XVHIXO FRPPHQWV1 :H ZRXOG OLNH WR WKDQN <LQJ /LQ/ )UDQFLVFR
9D]TXH]/ DQG HVSHFLDOO\ 7DWLDQD 'LGLHU IRU YHU\ XVHIXO UHVHDUFK DVVLVWDQFH1 )RU KHOS ZLWK WKH GDWD/ ZH DUH
JUDWHIXO WR 3DPHOD 'RWWLQ/ 0RQLFD (USHQ/ 'RUL )ODQDJDQ/ *UHJRULR ,PSDYLGR/ +LPPDW .DOVL/ (XQJ .LP/
$QJHOD 0DUVKDOO/ $OEHUWR 0XVDOHP/ 5LFKDUG :HEVWHU06PLWK/ DQG &KHU\O :RUNPDQ1 )RU ILQDQFLDO VXSSRUW/
ZH DUH JUDWHIXO WR WKH :RUOG %DQN /DWLQ $PHULFDQ 5HJLRQDO 6WXGLHV 3URJUDP DQG 5HVHDUFK 6XSSRUW
%XGJHW1 7KH ILQGLQJV/ LQWHUSUHWDWLRQV/ DQG FRQFOXVLRQV H[SUHVVHG LQ WKLV SDSHU DUH HQWLUHO\ WKRVH RI WKH
DXWKRUV DQG GR QRW QHFHVVDULO\ UHSUHVHQW WKH YLHZV RI WKH :RUOG %DQN1 (PDLO DGGUHVVHV= VWLMQ#IHH1XYD1QO/
GNOLQJHELHO#ZRUOGEDQN1RUJ/ DQG VVFKPXNOHU#ZRUOGEDQN1RUJ1
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41 ,QWURGXFWLRQ DQG PRWLYDWLRQ

)LQDQFLDO PDUNHWV/ DQG HVSHFLDOO\ VWRFN PDUNHWV/ KDYH JURZQ FRQVLGHUDEO\ LQ

GHYHORSHG DQG GHYHORSLQJ FRXQWULHV RYHU WKH ODVW WZR GHFDGHV1 %HWWHU IXQGDPHQWDOV

+KLJKHU HFRQRPLF JURZWK/ PRUH PDFUR VWDELOLW\,/ VWUXFWXUDO UHIRUPV +QRWDEO\ SULYDWL]DWLRQ

RI VWDWH0RZQHG HQWHUSULVHV,/ DQG VSHFLILF SROLF\ FKDQJHV +QRWDEO\ GRPHVWLF ILQDQFLDO

UHIRUP DQG FDSLWDO DFFRXQW OLEHUDOL]DWLRQ, KDYH DLGHG LQ WKHLU JURZWK1 *OREDOL]DWLRQ KDV

DOVR DGYDQFHG LQ WKH ODVW WZR GHFDGHV ZLWK LQFUHDVHG FURVV0ERUGHU FDSLWDO IORZV/ WLJKWHU

OLQNV DPRQJ ILQDQFLDO PDUNHWV/ DQG JUHDWHU FRPPHUFLDO SUHVHQFH RI IRUHLJQ ILQDQFLDO

ILUPV DURXQG WKH ZRUOG1

$Q HOHPHQW RI WKH JOREDOL]DWLRQ WUHQG KDV EHHQ WKH PLJUDWLRQ RI VWRFN H[FKDQJH

DFWLYLWLHV DEURDG/ SDUWLFXODUO\ LQ WKH FDVH RI HPHUJLQJ PDUNHWV1 0DQ\ ILUPV IURP

HPHUJLQJ HFRQRPLHV QRZ FURVV0OLVW RQ LQWHUQDWLRQDO H[FKDQJHV1 'HSRVLWDU\ 5HFHLSWV

+'5V,/ IRU H[DPSOH/ DUH LQFUHDVLQJO\ SRSXODU LQVWUXPHQWV14 ,Q 4<<</ 8161 '866 ELOOLRQ LQ

'5V ZHUH UHFRUGHG RQ WKH 1HZ <RUN 6WRFN ([FKDQJH +1<6(, DORQH1 $QG VRPH '5<

ELOOLRQ LQ QHZ HTXLW\ ZDV UDLVHG WKURXJK '5V LQ 5333 WKURXJK 448 GHSRVLWDU\ UHFHLSW

RIIHULQJV LQ WKH 8QLWHG 6WDWHV DQG (XURSHDQ PDUNHWV/ D 65 SHUFHQW LQFUHDVH RYHU 4<<<1

7UDGLQJ KDV DOVR EHHQ PLJUDWHG DEURDG DQG ORFDO VWRFN H[FKDQJHV KDYH VHHQ OLTXLGLW\

GLPLQLVK1 7UDGLQJ LQ $PHULFDQ 'HSRVLWDU\ 5HFHLSWV +$'5V, DPRXQWHG LQ 5333 WR '4/4;8

ELOOLRQ RU VRPH 4: SHUFHQW RI WUDGLQJ LQ FRUUHVSRQGLQJ ORFDO H[FKDQJHV1

$GYDQFHV LQ WHFKQRORJ\ KDYH IXUWKHU DFFHOHUDWHG WKH JOREDOL]DWLRQ WUHQG1 ,Q

SDUWLFXODU/ UHPRWH DFFHVV WR WUDGLQJ V\VWHPV LV XELTXLWRXV/ LPSO\LQJ WKDW WKH VHUYLFHV

RIIHUHG E\ VWRFN H[FKDQJHV FDQ QRZ HDVLO\ EH DFFHVVHG IURP DQ\ZKHUH/ LQFOXGLQJ ILUPV

KDYLQJ WKHLU VWRFNV WUDGHG RQ LQWHUQDWLRQDO H[FKDQJHV ZKLOH VWLOO EHLQJ HDVLO\ DFFHVVLEOH WR
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ORFDO LQYHVWRUV1 *LYHQ WKH QHWZRUN SURSHUWLHV RI VWRFN H[FKDQJHV/ KLJK OLTXLGLW\ IXUWKHU

LQFUHDVHV WKH YDOXH RI DGGLWLRQDO WUDQVDFWLRQV DW H[FKDQJHV VXFK DV 1HZ <RUN RU /RQGRQ/

OHDGLQJ WR PRUH FRQFHQWUDWLRQ RI RUGHU IORZ DQG IXUWKHU LQFUHDVLQJ OLTXLGLW\ DW WKHVH

H[FKDQJHV1 0LJUDWLRQ RI WUDGLQJ DEURDG LV SXWWLQJ SUHVVXUH RQ PDQ\ ORFDO H[FKDQJHV/

HVSHFLDOO\ LQ /DWLQ $PHULFD/ EXW DOVR HOVHZKHUH/ VXFK DV LQ &HQWUDO (XURSH DV YROXPHV

GHFOLQH DQG LQFRPH IURP WUDGLQJ DFWLYLWLHV LV UHGXFHG1

*RLQJ IRUZDUG/ WKHVH JOREDO WUHQGV DUH OLNHO\ WR DFFHOHUDWH DV DFFHVV WR LQIRUPDWLRQ

LPSURYHV/ VWDQGDUGV�FRQFHUQLQJ FRUSRUDWH JRYHUQDQFH/ OLVWLQJ DQG DFFRXQWLQJ�DUH

IXUWKHU KDUPRQL]HG/ WHFKQRORJ\ IXUWKHU DGYDQFHV DQG LQWHUPDUNHW OLQNDJHV LQFUHDVH1

7KHVH WUHQGV DUH UDLVLQJ TXHVWLRQV RQ WKH HPSKDVLV FRXQWULHV QHHG WR SODFH RQ GHYHORSLQJ

WKHLU RZQ VWRFN H[FKDQJH DV PHDQV WR DVVXUH HIILFLHQW UHVRXUFH PRELOL]DWLRQ DQG

DOORFDWLRQ IRU WKHLU FRUSRUDWH VHFWRUV1 7R VKHG OLJKW RQ WKH FRVWV DQG EHQHILWV RI WKHVH

WUHQGV/ LW LV QHFHVVDU\ WR DGGUHVV D QXPEHU RI UHODWHG TXHVWLRQV1 +RZ KDYH VWRFN PDUNHWV

GHYHORSHG DURXQG WKH ZRUOG DQG ZKDW IDFWRUV GULYH WKHLU JHQHUDO GHYHORSPHQW" $UH WKH

WUHQGV RI LQWHUQDWLRQDOL]DWLRQ FRPPRQ DFURVV DOO UHJLRQV DQG FRXQWULHV" :KLFK IDFWRUV

DIIHFW LQWHUQDWLRQDOL]DWLRQ LQ SDUWLFXODU" ,V WKH LQFUHDVHG PLJUDWLRQ D IXQFWLRQ RI

LPSURYHG IXQGDPHQWDOV RU D UHIOHFWLRQ RI FRUSRUDWLRQV IOHHLQJ GRPHVWLF ILQDQFLDO V\VWHPV

WKDW DUH LQVWLWXWLRQDOO\ ZHDN DQG KDYH D OLPLWHG LQYHVWRU EDVH" 'RHV WKH GHJUHH RI

PLJUDWLRQ GHSHQG RQ WKH VL]H RI WKH ORFDO PDUNHW"

7KH DQVZHUV WR WKHVH TXHVWLRQV UHTXLUH DQ DQDO\VLV RI WKH GHWHUPLQDQWV RI VWRFN

PDUNHW GHYHORSPHQW DFURVV WKH JOREH/ WKH FDXVHV RI LQWHUQDWLRQDOL]DWLRQ/ DQG WKH HIIHFWV

RQ ORFDO H[FKDQJHV1 7KLV SDSHU LQYHVWLJDWHV VRPH RI WKHVH TXHVWLRQV E\ GHVFULELQJ DQG

DQDO\]LQJ WKH SDWWHUQV DQG GHWHUPLQDQWV LQ PDUNHW FDSLWDOL]DWLRQ DQG WUDGLQJ GRPHVWLFDOO\

IRU :: FRXQWULHV EHWZHHQ 4<:8 DQG 53331 8VLQJ LQGLYLGXDO ILUP GDWD VWDUWLQJ IURP 4<;6



6

RQ/ ZH DJJUHJDWH IRU HDFK FRXQWU\ DQG \HDU LQGLYLGXDO FDSLWDOL]DWLRQ/ WUDGLQJ/ DQG FDSLWDO

UDLVLQJ ILJXUHV RI DOO LQWHUQDWLRQDO FRPSDQLHV WR JHW GLIIHUHQW PHDVXUHV RI WKH GHJUHH RI

LQWHUQDWLRQDOL]DWLRQ1 :H WKHQ DQDO\]H WKH WKUHH FRPSRQHQWV RI WKH LQWHUQDWLRQDOL]DWLRQ

SURFHVV�OLVWLQJ/ WUDGLQJ/ DQG FDSLWDO UDLVLQJ²IRU D ODUJH FURVV0VHFWLRQ RI FRXQWULHV/

UHSRUW RQ WKH IDFWRUV GULYLQJ WKHVH FRPSRQHQWV/ DQG FRPSDUH WKHVH IDFWRUV WR WKRVH

GULYLQJ VWRFN PDUNHWV GHYHORSPHQW LQ JHQHUDO1

:H ILQG WKDW WKHUH DUH D +VPDOO, QXPEHU RI IXQGDPHQWDO IDFWRUV WKDW DIIHFW LQ D

VLPLODU ZD\ ERWK WKH GHYHORSPHQW RI WKH ORFDO PDUNHW DV ZHOO DV WKH GHJUHH WR ZKLFK

FRXQWULHV SDUWLFLSDWH LQ LQWHUQDWLRQDO PDUNHWV1 $V FRXQWULHV LPSURYH WKHLU IXQGDPHQWDOV/

VWRFN H[FKDQJH DFWLYLW\ LQFUHDVHV/ EXW VR GRHV WKH VKDUH RI DFWLYLW\ WDNLQJ SODFH DEURDG1

7KLV VXJJHVWV WKDW WKH WZR DUH FRPSOHPHQWLQJ SURFHVVHV= DV EHWWHU IXQGDPHQWDOV DOORZ

ORFDO PDUNHWV WR GHYHORS/ VR ZLOO WKHUH DOVR EH DQ LQFUHDVHG WHQGHQF\ IRU ILUPV WR DFFHVV

JOREDO H[FKDQJHV1 %XW WKHUH ZLOO EH OLPLWV RI LQFUHDVHG ORFDO GHYHORSPHQW EHLQJ

DVVRFLDWHG ZLWK DQ LQFUHDVHG VKDUH RI RIIVKRUH DFWLYLW\1 0LJUDWLRQ RI D PDMRU VKDUH RI

PDUNHW FDSLWDOL]DWLRQ DQG YDOXH WUDGHG PD\ KDYH DGYHUVH FRQVHTXHQFHV IRU UHPDLQLQJ

FRPSDQLHV¶ OLTXLGLW\15 /DUJH VFDOH PLJUDWLRQ PD\ DOVR PDNH LW PRUH GLIILFXOW WR VXVWDLQ D

IXOO\ IOHGJHG ORFDO VWRFN H[FKDQJH/ LQ D QDUURZ VHQVH�WR SD\ IRU WKH IL[HG RYHUKHDG RI

PDLQWDLQLQJ WUDGLQJ/ FOHDULQJ/ DQG VHWWOHPHQW V\VWHPV/ DPRQJ RWKHU WKLQJV�DQG LQ D

EURDGHU VHQVH�WR JHQHUDWH HQRXJK RUGHU IORZ IRU ORFDO EURNHUV DQG HQRXJK EXVLQHVV IRU

ORFDO LQYHVWPHQW EDQNV/ DFFRXQWLQJ ILUPV/ DQG RWKHU VXSSRUWLQJ VHUYLFHV1

3ROLF\ LPSOLFDWLRQV RI WKHVH ILQGLQJV DUH WKDW FRXQWULHV ZLOO QHHG WR FRQWLQXH WR

LPSURYH IXQGDPHQWDO IDFWRUV�VXFK DV VKDUHKROGHU SURWHFWLRQ DQG WKH TXDOLW\ RI ORFDO

OHJDO V\VWHPV�WR PDNH LW PRUH DWWUDFWLYH IRU DQ\ LQYHVWRU WR EX\ VKDUHV DQG WKXV WR PDNH

LW HDVLHU IRU ILUPV WR OLVW LQ SXEOLF PDUNHWV/ KDYH WKHLU VKDUHV SURSHUO\ YDOXHG DQG/ WUDGH
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OLTXLGO\1 2XU UHVXOWV DOVR LPSO\ WKDW FRXQWULHV GR QRW IDFH D FKRLFH EHWZHHQ ORFDO DQG

LQWHUQDWLRQDO H[FKDQJHV= LPSURYLQJ IXQGDPHQWDOV ZLOO OHDG WR PRUH DFWLYLW\/ EXW PRVW RI

WKLV DFWLYLW\ ZLOO JR DEURDG DV EHWWHU IXQGDPHQWDOV DOVR DFFHOHUDWH WKH GHJUHH RI PLJUDWLRQ1

7KH LPSOLFDWLRQV DUH WKDW FRXQWULHV ZLOO EH EHVW RII IDFLOLWDWLQJ DV PXFK DV SRVVLEOH

WKH DFFHVV RI WKHLU ILUPV WR LQWHUQDWLRQDO H[FKDQJHV�E\ UHPRYLQJ UHJXODWRU\ EDUULHUV DQG

KDUPRQL]LQJ VWDQGDUGV�WR DOORZ WKHP WR UHDS WKH JDLQV IURP PRUH OLTXLG H[FKDQJHV

RYHUVHDV1 0RUHRYHU/ WLJKWHU OLQNV RU HYHQ PHUJHUV ZLWK JOREDO H[FKDQJHV PD\ EH

QHFHVVDU\ DV QRW GRLQJ VR ZLOO OHDG WR D VXUH GHFOLQH RI WKH ORFDO PDUNHW1 7KLV GRHV QRW

QHFHVVDULO\ PHDQ WKDW WKHUH LV QRW D UROH ZKDWVRHYHU IRU ORFDO H[FKDQJHV> WKHUH PD\ VWLOO

EH D UROH IRU D ORFDOO\ SURYLGHG PHFKDQLVP WKDW DOORZV ILUPV WR FRPH WR WKH PDUNHW IRU WKH

ILUVW WLPH1

7KH SDSHU LV VWUXFWXUHG DV IROORZV1 6HFWLRQ 5 UHYLHZV WKH UHODWHG OLWHUDWXUH1 6HFWLRQ

6 SURYLGHV D GHVFULSWLRQ RI WKH GDWD DQG LOOXVWUDWHV VRPH RI WKH PDLQ WUHQGV LQ VWRFN

PDUNHW GHYHORSPHQW DQG WKH GHJUHH RI LQWHUQDWLRQDOL]DWLRQ RYHU WLPH DQG DFURVV RXU

VDPSOH RI FRXQWULHV1 6HFWLRQ 7 UHSRUWV RQ WKH IDFWRUV ZKLFK H[SODLQ WKH FDSLWDOL]DWLRQ/

OLVWLQJ/ FDSLWDO UDLVLQJ/ DQG WUDGLQJ WUHQGV/ ERWK GRPHVWLF DQG DEURDG1 6HFWLRQ 8

FRQFOXGHV1

51 5HYLHZ RI UHODWHG OLWHUDWXUH

:H VWXG\ VHYHUDO DVSHFWV RI VWRFN PDUNHW GHYHORSPHQW= PDUNHW FDSLWDOL]DWLRQ/

OLVWLQJ/ GHJUHH RI QHZ FDSLWDO UDLVLQJ/ DQG WUDGLQJ YDOXH1 :H VWXG\ PRVW RI WKHVH DVSHFWV

ERWK IURP WKH GRPHVWLF DQG LQWHUQDWLRQDO VLGH1 6RPH RI WKHVH DVSHFWV RI VWRFN PDUNHW
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GHYHORSPHQW KDYH EHHQ VWXGLHG LQ VHYHUDO UHVHDUFK VWUDQGV1 :H GLVFXVV WKHVH VWUDQGV KHUH

EULHIO\1

7KH GHWHUPLQDQWV RI ILQDQFLDO VHFWRU GHYHORSPHQW KDYH EHFRPH D PXFK0UHVHDUFKHG

DUHD ODWHO\16 .LQJ DQG /HYLQH/7 /D 3RUWD/ /RSH]0GH06LODQHV/ 6KOHLIHU/ DQG 9LVKQ\/8 5DMDQ

DQG =LQJDOHV/9 %HFN/ 'HPLUJXF0.XQW/ /HYLQH/ DQG 0DNVLPRYLF/: +HQU\/; %HNDHUW/

+DUYH\/ DQG /OXQGEODG/< 'HPLUJXF0.XQW DQG /HYLQH/43 DQG D QXPEHU RI RWKHUV KDYH

DQDO\]HG WKH OHJDO IRXQGDWLRQV RI ILQDQFLDO PDUNHWV1 7KH\ KDYH DOVR VWXGLHG WKH UHODWLRQ

RI ILQDQFLDO PDUNHW GHYHORSPHQW ZLWK PDFURHFRQRPLF YDULDEOHV/ ILQDQFLDO UHIRUP/ DQG

RWKHU FRXQWU\ IDFWRUV/ DQG WKH UHODWLRQV DPRQJ WKH GHYHORSPHQW RI WKH YDULRXV SDUWV RI D

ILQDQFLDO V\VWHP1 7KH JHQHUDO ILQGLQJ LV WKDW ILQDQFLDO PDUNHWV WHQG WR GHYHORS DV LQFRPH

SHU FDSLWD JURZV DQG ILQDQFLDO UHIRUP SURJUHVVHV1 6WRFN PDUNHW GHYHORSPHQW VSHFLILFDOO\

KDV EHHQ VKRZQ WR GHSHQG RQ D JRRG OHJDO V\VWHP/ SDUWLFXODUO\ PLQRULW\ ULJKWV WKDW DUH

EHLQJ HQIRUFHG1 6WRFN PDUNHW GHYHORSPHQW DOVR DSSHDUV WR FRPSOHPHQW WKH GHYHORSPHQW

RI RWKHU SDUWV RI WKH ILQDQFLDO V\VWHP DQG EH FRPSOHPHQWDU\ WR RWKHU IRUPV RI ILQDQFH LQ

DIIHFWLQJ JURZWK/ ERWK DW WKH DJJUHJDWH OHYHO DV ZHOO DW WKH LQGLYLGXDO ILUP OHYHO1

7KH GHWHUPLQDQWV RI VWRFN PDUNHW FDSLWDOL]DWLRQ KDYH EHHQ DQDO\]HG IRU VSHFLILF

JURXSV RI FRXQWULHV LQ VRPH SDSHUV1 &DWDODQ/ ,PSDYLGR/ DQG 0XVDOHP H[DPLQH WKH

GHWHUPLQDQWV RI VWRFN PDUNHW GHYHORSPHQW IRU 2(&' DQG VRPH HPHUJLQJ PDUNHWV/

VWXG\LQJ 5: FRXQWULHV LQ WRWDO144 7KH\ ILQG WKDW/ DSDUW IURP PDFUR VWDELOLW\ DQG OHJDO

ULJKWV/ WKH VL]H RI WKH LQVWLWXWLRQDO LQYHVWRU EDVHV SRVLWLYHO\ DIIHFWV VWRFN PDUNHW

GHYHORSPHQW/ DQG UHSRUW HYLGHQFH RI D FDXVDO WLPHV VHULHV UHODWLRQ EHWZHHQ LQVWLWXWLRQDO

LQYHVWRUV DQG VWRFN PDUNHW GHYHORSPHQW1 &ODHVVHQV/ 'MDQNRY/ DQG .OLQJHELHO LQYHVWLJDWH

WKH GHYHORSPHQW RI VWRFN PDUNHWV LQ D SDQHO RI WUDQVLWLRQ HFRQRPLHV DQG KLJKOLJKW WKH

UROH RI SULYDWL]DWLRQ IRU VWRFN PDUNHW GHYHORSPHQW LQ WKLV VDPSOH RI FRXQWULHV145 3HURWWL
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DQG YDQ 2LMHQ DOVR VWXG\ SULYDWL]DWLRQ DQG ILQG DQ LQGLUHFW SRVLWLYH UHODWLRQ RI D SURJUDP

RI SULYDWL]DWLRQ�WKURXJK SROLWLFDO ULVN UHGXFWLRQ�RQ VWRFN PDUNHW GHYHORSPHQW LQ D

VDPSOH RI 64 HPHUJLQJ HFRQRPLHV146

3DSHUV KDYH IRFXVHG OHVV RQ WKH IDFWRUV GHWHUPLQLQJ WUDGLQJ EHKDYLRU/ DOWKRXJK WKH

OLTXLGLW\ RI WKH VWRFN PDUNHW KDV EHHQ IRXQG WR EH D XVHIXO SUHGLFWRU RI IXWXUH HFRQRPLF

JURZWK147 ,Q SDUW WKLV UHGXFHG DWWHQWLRQ RQ WUDGLQJ PD\ EH EHFDXVH WKHUH DUH ODUJH

GLIIHUHQFHV DFURVV RWKHUZLVH VLPLODUO\ GHYHORSHG FRXQWULHV LQ WKH GHJUHH WR ZKLFK VWRFNV

DUH WUDGHG1 6RPH HPHUJLQJ PDUNHWV/ 6RXWK .RUHD DQG 7DLZDQ/ IRU H[DPSOH/ KDYH PXFK

KLJKHU WUDGLQJ YROXPHV WKDQ PDQ\ GHYHORSHG FRXQWULHV/ ZKLOH WUDGLQJ LQ RWKHU HPHUJLQJ

PDUNHWV LV PXFK ORZHU WKDQ WKDW LQ PRVW GHYHORSHG FRXQWULHV1 7KHVH/ SUHVXPDEO\

LQVWLWXWLRQDO0GULYHQ GLIIHUHQFHV KDYH PDGH LW PRUH GLIILFXOW WR FRPH XS ZLWK H[SODQDWRU\

IDFWRUV IRU WUDGLQJ LQWHQVLW\1 2QH RI WKH IHZ FURVV0FRXQWU\ VWXGLHV RQ WUDGLQJ LV

'RPRZLW]/ *OHQ/ DQG 0DGKDYDQ148 7KH\ GRFXPHQW WKH UHODWLRQV EHWZHHQ WXUQRYHU/

HTXLW\ WUDGLQJ FRVWV/ DQG YRODWLOLW\/ DQG LQYHVWLJDWH WKH GHWHUPLQDQWV RI GRPHVWLF WUDGLQJ1

7KH\ VKRZ/ DPRQJ RWKHU WKLQJV/ WKDW WXUQRYHU LV LQYHUVHO\ UHODWHG WR WUDGLQJ FRVWV/

SURYLGLQJ D SRVVLEOH H[SODQDWLRQ IRU WKH LQFUHDVH LQ WXUQRYHU LQ UHFHQW \HDUV DV GLUHFW

FRVWV +FRPPLVVLRQV/ IHHV, KDYH GHFOLQHG1 -DLQ DQDO\]HV WKH HIIHFWV RI GLIIHUHQW

LQVWLWXWLRQDO GHVLJQV IRU VWRFN H[FKDQJHV DQG WUDGLQJ V\VWHPV�VXFK DV WLFN VL]H/ WUDGLQJ

PHFKDQLVP/ DQG RUGHU IORZ UXOHV�RQ ELG0DVN VSUHDGV/ YRODWLOLW\/ DQG WUDGLQJ WXUQRYHU149

7KH GHWHUPLQDQWV RI +QHZ, GRPHVWLF RIIHULQJV DW WKH ILUP OHYHO KDYH EHHQ PXFK

VWXGLHG1 3DJDQR/ 3DQHWWD/ DQG =LQJDOHV/ IRU H[DPSOH/ SURYLGH D UHFHQW UHYLHZ DQG

DQDO\VLV RI ZK\ FRPSDQLHV JR SXEOLF14: 6XEUDKPDQ\DP DQG 7LWPDQ H[WHQG WKLV OLWHUDWXUH

WR D FURVV0FRXQWU\ FRQWH[W E\ GHYHORSLQJ D PRGHO RI WKH UHODWLRQ EHWZHHQ WKH JRLQJ SXEOLF

GHFLVLRQ DQG ORFDO ILQDQFLDO PDUNHW GHYHORSPHQW14; (PSLULFDOO\/ 'RPRZLW]/ *OHQ/ DQG



:

0DGKDYDQ VWXG\ WKH GHWHUPLQDQWV RI DJJUHJDWH QHZ RIIHULQJV +GRPHVWLF DQG DEURDG,/

FRYHULQJ ERWK GHEW DQG HTXLW\ RQ D FURVV0FRXQWU\ EDVLV14< 7KH\ ILQG WKDW FRPSOH[ DQG

VLJQLILFDQW LQWHUWHPSRUDO FRUUHODWLRQV H[LVW DPRQJ YDULRXV ILQDQFLQJ FKRLFHV1 7KH OHYHO RI

RYHUDOO SULPDU\ PDUNHW DFWLYLW\ DFURVV FRXQWULHV LV UHODWHG WR WKH DFFRXQWLQJ IUDPHZRUN/

WKH OHYHO RI LQYHVWRU SURWHFWLRQ/ DQG WKH H[WHQW RI DFFHVV WR WKH ORFDO PDUNHW IRU IRUHLJQ

LQYHVWRUV1 7KH\ DOVR ILQG WKDW SULYDWL]DWLRQ LQIOXHQFHV IRUHLJQ RIIHULQJV DQG GRPHVWLF

ERQG PDUNHW GHYHORSPHQW1

7KH PHDQV DQG PRWLYDWLRQV IRU OLVWLQJ DEURDG KDYH EHHQ VWXGLHG IRU GLIIHUHQW

JURXSV RI ILUPV DQG FRXQWULHV1 /MXQJTYLVW/ -HQNLQVRQ/ DQG :LOKHOP LQYHVWLJDWH WKH FRVWV

DQG EHQHILWV RI JOREDO LQWHJUDWLRQ RI SULPDU\ PDUNHWV DVVRFLDWHG ZLWK WKH VSUHDG RI 8161

XQGHUZULWLQJ PHWKRGV153 7KH\ ILQG WKDW WKH 81610VW\OH LQYHVWPHQW EDQNLQJ PHWKRGV DGG

YDOXH WR D FRUSRUDWLRQ LQ WKH VHQVH RI LQFUHDVLQJ WKH QHW DPRXQW UDLVHG/ EXW WKDW WKH

GHFLVLRQ ZKHUH WR OLVW LV QRW UHODWHG LQ D VLJQLILFDQW ZD\ WR WKH FRVW LVVXH1 0LOOHU DQG

)RHUVWHU DQG .DURO\L HPSLULFDOO\ DQDO\]H WKH LPSRUWDQFH RI EURDGHQLQJ WKH LQYHVWRU EDVH

DV D PRWLYDWLRQ IRU IRUHLJQ VWRFN OLVWLQJ LQWR WKH 816154 3XODWNRQDN DQG 6RILDQRV DOVR

VWXG\ WKH GHWHUPLQDQWV RI OLVWLQJ LQ WKH 816155 7KH\ ILQG WKDW WLPH0]RQH GLVWDQFH IURP WKH

8161/ LI WKH FRXQWU\ LV DQ HPHUJLQJ PDUNHW/ DQG WKH OHYHO RI WUDGLQJ FRVWV H[SODLQ D ODUJH

IUDFWLRQ RI WKH GHFLVLRQ WR OLVW LQ 1HZ <RUN1 3DJDQR/ 5RHOO/ DQG =HFKQHU VWXG\ WKH

GHWHUPLQDQWV RI (XURSHDQ ILUPV OLVWLQJ DEURDG156 7KH\ ILQG WKDW ILUPV ZLWK KLJK JURZWK

+SRWHQWLDOV, DQG LQ KLJK0WHFK LQGXVWULHV DUH PRUH OLNHO\ WR OLVW LQ WKH 8161/ ZKHUHDV ILUPV

WKDW FURVV0OLVW ZLWKLQ (XURSH GR QRW JURZ PRUH WKDQ D FRQWURO JURXS1 6DUNLVVDQ DQG 6FKLOO

VWXG\ D YHU\ ODUJH VDPSOH RI FURVV0OLVWLQJ LQ PDQ\ PDUNHWV157 7KH\ ILQG HYLGHQFH RI D

SUR[LPLW\ HIIHFW/ WKDW LV/ JHRJUDSKLFDO SUR[LPLW\ DQG RWKHU DIILQLW\ IDFWRUV VXFK DV WUDGH

OLQNV DQG FRPPRQ ODQJXDJH GHWHUPLQH FURVV0OLVWLQJ1 'LYHUVLILFDWLRQ JDLQV VHHP WR PDWWHU



;

OLWWOH DV FURVV0OLVWLQJ LV PRUH/ QRW OHVV/ FRPPRQ DFURVV PDUNHWV ZKHUH UHWXUQV DUH KLJKO\

FRUUHODWHG1

7KH UHODWLRQ EHWZHHQ FURVV0OLVWLQJ DQG ORFDO PDUNHW GHYHORSPHQW KDV DOVR EHHQ

VWXGLHG1 +DUJLV VKRZV WKHRUHWLFDOO\ KRZ LQWHUQDWLRQDO FURVV0OLVWLQJV FDQ WUDQVIRUP D

VHJPHQWHG ORFDO HTXLW\ PDUNHW ZLWK ORZ OLTXLGLW\ DQG PDUNHW FDSLWDOL]DWLRQ WR DQ

LQWHJUDWHG PDUNHW ZLWK KLJK OLTXLGLW\ DQG PDUNHW FDSLWDOL]DWLRQ/ E\ DOWHULQJ WKH LQFHQWLYHV

RI FRPSDQLHV DQG LQGLYLGXDOV WR SDUWLFLSDWH LQ WKH PDUNHW158 +H VKRZV WKHRUHWLFDO WKDW WKH

EHQHILWV RI FURVV0OLVWLQJV GHSHQG RQ WKH GHJUHH RI FRUUHODWLRQ EHWZHHQ WKH GRPHVWLF DQG

ZRUOG HTXLW\ PDUNHW DQG WKH UHODWLYH VL]H RI WKH GRPHVWLF HTXLW\ PDUNHW1 0RHO VWXGLHV WKH

UROH RI $'5V LQ WKH GHYHORSPHQW RI HPHUJLQJ VWRFN PDUNHWV159

5HHVH DQG :HLVEDFK VWXG\ WKH UHODWLRQ EHWZHHQ FURVV0OLVWLQJ DQG WKH TXDOLW\ RI WKH

FRUSRUDWH JRYHUQDQFH IUDPHZRUN LQ WKH KRPH FRXQWU\ RI WKH ILUP15: 7KH\ ILQG WKDW WKH

ZHDNHU WKH IUDPHZRUN DW KRPH/ WKH PRUH OLNHO\ ILUPV DUH WR OLVW DEURDG WR DWWHPSW WR

SURWHFW WKH PLQRULW\ ULJKWV RI VKDUHKROGHUV1 /LVWLQJ DEURDG FDQ WKXV EH D WRRO IRU

FRUSRUDWLRQV WR VLJQDO WR WKHLU LQYHVWRUV WKDW WKH\ DUH PRUH ZLOOLQJ WR SURWHFW PLQRULW\

ULJKWV DV FRUSRUDWH JRYHUQDQFH UXOHV DUH VWURQJHU DEURDG1 3DJDQR/ 3DQHWWD/ DQG =LQJDOHV

ILQG VLPLODU UHVXOWV IRU (XURSHDQ FRUSRUDWLRQV15; 'RLGJH/ .DURO\L/ DQG 6WXO] ILQG

HYLGHQFH WKDW FRUSRUDWH RZQHUVKLS DQG WKH DJHQF\ FRVWV UHODWHG WR GRPLQDQW FRQWUROOLQJ

VKDUHKROGHUV FDQ PRWLYDWH FURVV0OLVWLQJV DQG EH LPSRUWDQW IRU GLIIHUHQFHV LQ WKH YDOXDWLRQ

RI JURZWK RSSRUWXQLWLHV EHWZHHQ ORFDO DQG JOREDO PDUNHWV15< 0LOOHU DQG 3XWKHQSXUDFNDO

ILQG WKDW E\ UDLVLQJ ERQGV DEURDG +LQ WKH 8161,/ FRUSRUDWLRQV FHUWLI\ WR DFW LQ WKH LQWHUHVW RI

LQYHVWRUV DQG WKXV ORZHU WKHLU ERUURZLQJ FRVWV DQG LQFUHDVHV VKDUHKROGHUV¶ ZHDOWK163

7KHUH DUH DOVR VWXGLHV RQ WKH HIIHFWV RI IRUHLJQ LQLWLDO RU VXEVHTXHQW RIIHULQJV DW WKH

LQGLYLGXDO ILUP OHYHO/ ZKLFK DUH KHOSIXO WR LGHQWLI\ VRPH RI WKH IDFWRUV PRWLYDWLQJ ILUPV WR



<

OLVW RU WUDGH DEURDG164 )RHUVWHU DQG .DURO\L VWXG\ GLIIHUHQW IRUPV RI JOREDO HTXLW\

RIIHULQJV DQG WKHLU UHODWLRQV WR ORQJ0WHUP HTXLW\ UHWXUQV165 &KDSOLQNV\ DQG 5DPFKDQG

VKRZ WKDW JOREDO RIIHUV DUH HIIHFWLYH LQ H[SDQGLQJ GHPDQG DQG UHGXFLQJ WKH SULFH

SUHVVXUH HIIHFWV DVVRFLDWHG ZLWK VKDUH LVVXDQFH166  /LQV/ 6WULFNODQG/ DQG =HQQHU VKRZ WKDW

ILUPV IURP HPHUJLQJ PDUNHWV WKDW XVH '5V RU OLVW RQ WKH 8161 HTXLW\ PDUNHWV VHH WKHLU

ILQDQFLQJ FRQVWUDLQWV UHOD[HG/ LQ WKH VHQVH WKDW WKHLU VHQVLWLYLW\ RI QHZ LQYHVWPHQW WR

LQWHUQDO FDVK IORZ LV UHGXFHG167 6FKPXNOHU DQG 9HVSHURQL DOVR ILQG WKDW domestic firms

that participate in international markets obtain better financing opportunities and extend

their debt maturity.35

5HHVH DQG :HLVEDFK DOVR VWXG\ WKH HIIHFWV RI FURVV0OLVWLQJ RQ VXEVHTXHQW HTXLW\

RIIHULQJV DQG ILQG WKDW RIIHULQJV LQFUHDVH IROORZLQJ FURVV0OLVWLQJ/ HVSHFLDOO\ IURP ORZHU

VKDUHKROGHU SURWHFWLRQ FRXQWULHV169 %DNHU/ 1RIVLQJHU/ DQG :HDYHU VKRZ WKDW LQWHUQDWLRQDO

FURVV0OLVWLQJV UDLVH ILUP YLVLELOLW\/ LQFUHDVLQJ DQDO\VW FRYHUDJH DQG PHGLD DWWHQWLRQ16:

7KLV LV WXUQ PD\ OHDG WR ORZHU FRVW RI FDSLWDO/ DOWKRXJK WKH\ GR QRW VWXG\ WKLV1 'RLGJH

VKRZV WKDW IROORZLQJ OLVWLQJ LQ WKH 8161/ IRUHLJQ ILUPV¶ RZQHUVKLS EHFRPHV OHVV

FRQFHQWUDWHG ZLWK UHGXFHG IDPLO\ DQG PDQDJHPHQW FRQWURO DQG PRUH SXEOLF RZQHUVKLS16;

&KDQJHV LQ RZQHUVKLS FRQFHQWUDWLRQ PD\ KDYH LPSOLFDWLRQV IRU WKH GHJUHH RI WUDGLQJ DV

WKH IUHH IORDW LV LQFUHDVHG ZLWK IRUHLJQ OLVWLQJ1

There are also some firm- and FRXQWU\0VSHFLILF VWXGLHV RQ WKH HIIHFWV RI WUDGLQJ

PLJUDWLQJ DEURDG1 .DURO\L VWXGLHV WKH HIIHFWV RI GLIIHUHQW LQVWLWXWLRQDO DUUDQJHPHQWV RQ

WUDGLQJ IRU WKH FDVH RI 'DLPOHU&KU\VOHU/ D VLQJOH JOREDO UHJLVWHUHG VKDUH/ LQ )UDQNIXUW DQG

1HZ <RUN1 +H ILQGV WKDW WKH VWUXFWXUH RI WKH JOREDO VKDUH IDFLOLW\ FDQQRW EH FUHGLWHG ZLWK

LPSURYHPHQWV LQ OLTXLGLW\ QRU FDQ LW EH EODPHG IRU WKH IORZ0EDFN WR )UDQNIXUW/ VXJJHVWLQJ

WKDW WKH JDLQV IURP FURVV0OLVWLQJ LQ WHUPV RI WUDGLQJ DQG SULFH GLVFRYHU\ DUH QRW REYLRXV16<
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Lastly, our work relates to the analysis of the determinants, structure, and evolution

of trading systems, and possible impacts of changes in trading systems on market

capitalization, turnover, and migration.  Clayton, Jorgensen, and Kavajecz find, studying

248 financial exchanges, that the main determinants for exchange formation are the

degree of freedom in the country, the size of its economy, the availability of technology

and the quality of its legal system.40  6FKPLHGHO DQDO\]HV WKH WHFKQLFDO HIILFLHQF\ RI

ILQDQFLDO H[FKDQJHV LQ (XURSH174 +H ILQGV VWDWLVWLFDOO\ VLJQLILFDQW LQHIILFLHQFLHV/ RQ WKH

RUGHU RI 53058 SHUFHQW/ ZKLFK FDQ EH H[SODLQHG/ DPRQJ RWKHUV/ E\ VL]H1 1RW PHHWLQJ D

PLQLPXP VL]H IRU HIILFLHQW SURYLVLRQ RI WUDGLQJ VHUYLFHV/ FRPELQHG ZLWK LQFUHDVHG FURVV0

ERUGHU IORZ RI LQIRUPDWLRQ DQG FDSLWDO/ PD\ WKXV EH D PRWLYDWLQJ IDFWRU IRU WKH PLJUDWLRQ

DEURDG DQG WKH WUHQG WRZDUGV FRQVROLGDWLRQ RI WUDGLQJ V\VWHPV1 Domowitz and Steil

highlight the impact of a reduction in trading costs, as experienced in many markets, on

turnover directly, and the much more important indirect effects of a reduction in trading

costs on the cost of equity.42  Steil analyzes the effects of technological advances on

securities trading industries globally, with particular emphasis on the implications for

developing countries.43  These last studies also discuss the global trends towards

consolidation in trading systems and associated clearing and settlement systems, in part

as responses of increased competition among exchanges.

$V HYLGHQW IURP WKLV UHYLHZ/ WKHUH LV D ZLGH UDQJH RI UHVHDUFK VWXGLHV RQ WKH

GHYHORSPHQW RI ORFDO FDSLWDO PDUNHWV DQG WKH LQWHUQDWLRQDOL]DWLRQ RI HTXLW\ PDUNHWV1

+RZHYHU/ DV IDU DV ZH NQRZ/ WKHUH LV QR VWXG\ WKDW DQDO\]HV ZKLFK IDFWRUV H[SODLQ WKH

LQWHUQDWLRQDOL]DWLRQ RI VWRFN H[FKDQJH DFWLYLW\ UHODWLYH WR WKH GHYHORSPHQW RI ORFDO

H[FKDQJH DFWLYLW\ DQG WKH LPSOLFDWLRQV RI WKLV PLJUDWLRQ DEURDG IRU ORFDO H[FKDQJHV1

)XUWKHUPRUH/ Zhile it is generally believed that trading is more liquid in international
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exchanges than in most local exchanges, no cross-country studies exist on the degree and

determinants of liquidity of local shares in international markets.  :H EHOLHYH WKDW WKHVH

LVVXHV DUH DGGUHVVHG IRU WKH ILUVW WLPH LQ WKLV SDSHU1

61 'DWD

7KLV VHFWLRQ GHVFULEHV WKH GDWD XVHG LQ WKH SDSHU1 )LUVW/ ZH GLVFXVV WKH GDWD VRXUFHV1

6HFRQG/ ZH SUHVHQW VXPPDU\ VWDWLVWLFV RI WKH YDULDEOHV XQGHU VWXG\1

614 'DWD VRXUFHV

$V QRWHG DERYH/ ZH DUH LQWHUHVWHG LQ VHYHUDO DVSHFWV RI WKH GHYHORSPHQW RI VWRFN

H[FKDQJHV= PDUNHW FDSLWDOL]DWLRQ/ OLVWLQJ/ WUDGLQJ YROXPH/ DQG GHJUHH RI QHZ FDSLWDO

UDLVLQJ1 )RU DOO/ ZH DUH LQWHUHVWHG LQ ERWK WKH GRPHVWLF DQG IRUHLJQ GLPHQVLRQ1 *HWWLQJ

GDWD DQG GRFXPHQWLQJ WKHVH YDULRXV WUHQGV LV QRW HDV\/ KRZHYHU/ HVSHFLDOO\ DV ZH ZDQW WR

EH DV FRPSUHKHQVLYH DV SRVVLEOH DQG FRYHU DV PDQ\ FRXQWULHV DQG DV ORQJ D WLPHV VHULHV

DV SRVVLEOH1 :KLOH WKHUH DUH VHYHUDO GDWD VRXUFHV RQ PDUNHW FDSLWDOL]DWLRQ DQG WUDGLQJ

YROXPHV WKDW FRYHU D ODUJH QXPEHU RI FRXQWULHV/ WKHUH LV QR FRPSUHKHQVLYH GDWDEDVH RQ

WKH GHJUHH RI QHZ FDSLWDO UDLVLQJ GRPHVWLFDOO\1 7KHUH LV HYHQ OHVV FRPSUHKHQVLYH GDWD

DYDLODEOH RQ WKH GHJUHH WR ZKLFK VHFXULWLHV DUH EHLQJ OLVWHG DQG WUDGHG DEURDG DQG WKH

GHJUHH RI FDSLWDO UDLVLQJ LQ IRUHLJQ PDUNHWV1 :H WKHUHIRUH QHHG WR FRPELQH D QXPEHU RI

VRXUFHV1 7KH OLVW RI FRXQWULHV FRYHUHG DQG WKH JURXSLQJV E\ LQFRPH OHYHO DUH SURYLGHG LQ

$SSHQGL[ 7DEOH ,/ ZKLOH WKH GDWD VRXUFHV DUH GHWDLOHG LQ $SSHQGL[ 7DEOH ,,1

2Q GRPHVWLF DFWLYLW\/ WKH GROODU DPRXQWV RI PDUNHW FDSLWDOL]DWLRQ DQG YDOXH WUDGHG

RQ WKH PDMRU GRPHVWLF VWRFN H[FKDQJHV FRPH IURP WKH ,QWHUQDWLRQDO )LQDQFH
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&RUSRUDWLRQ¶V +,)&¶V, (PHUJLQJ 0DUNHWV )DFWERRN/ QRZ QDPHG WKH 6WDQGDUG ) 3RRU¶V

(PHUJLQJ 0DUNHWV 'DWDEDVH1 7KHVH GDWD KDYH W\SLFDOO\ EHHQ XVHG WR PHDVXUH WKH

LPSRUWDQFH RI VWRFN PDUNHWV LQ ILQDQFLDO V\VWHPV DURXQG WKH ZRUOG/ WKH FRQWULEXWLRQ RI

VWRFN PDUNHWV WR ILUP ILQDQFLQJ/ DQG WKH UHODWLRQ EHWZHHQ VWRFN PDUNHWV GHYHORSPHQW DQG

HFRQRPLF JURZWK1 7KH GDWD FRYHU RQO\ WKH PDMRU VWRFN H[FKDQJH LQ WKH FRXQWU\1 7KH

GDWD DOVR RQO\ FRYHU OLVWLQJ DQG WUDGLQJ RQ IRUPDO/ RUJDQL]HG SXEOLF H[FKDQJHV DQG

LJQRUHV DQ\ RYHU0WKH0FRXQWHU WUDGLQJ DQG RWKHU PDUNHWV¶ WUDGLQJ1 $V VXFK/ LW

XQGHUHVWLPDWHV WKH FRXQWU\¶V WRWDO PDUNHW DFWLYLW\1 7KH YDOXH RI QHZ HTXLW\ LVVXHG RQ WKH

UHVSHFWLYH ORFDO VWRFN H[FKDQJH LV WKH WRWDO YDOXH RI SXEOLF RIIHULQJV DQG ULJKWV LVVXHG

GXULQJ WKH SHULRG/ H[FOXGLQJ VWRFN GLYLGHQGV RU ERQXV VKDUHV WKDW GR QRW UDLVH FDVK1 ,WV

VRXUFH LV DOVR WKH 6WDQGDUG ) 3RRU¶V (PHUJLQJ 0DUNHWV 'DWDEDVH1 7KH GDWDVHW RQ

GRPHVWLF DFWLYLW\ FRYHUV WKH SHULRG -DQXDU\ 4<:8 ± 1RYHPEHU 5333 IRU ;5 FRXQWULHV/ EXW

WKH PD[LPXP QXPEHU RI FRXQWULHV WKDW ZH DQDO\]H LV :: GXH WR GDWD DYDLODELOLW\ RQ RWKHU

YDULDEOHV1

2Q IRUHLJQ DFWLYLW\/ ZH KDYH GDWD IURP %DQN RI 1HZ <RUN/ ZKLFK FRYHUV WKH WKUHH

PDMRU VWRFN H[FKDQJHV LQ WKH 8161= 1<6(/ 1$6'$4/ DQG $0(;1 7KH EDVH OLVW RI

FRPSDQLHV ZLWK '5 SURJUDPV FRPHV IURP WZR %DQN RI 1HZ <RUN VRXUFHV= WKH &RPSOHWH

'5 'LUHFWRU\ DQG D GDWDEDVH ZLWK WKH YDOXH WUDGHG DW WKH WLFNHU OHYHO1 7KHVH WZR GDWDVHWV

FRQWDLQ WKH OLVW RI FXUUHQW '5 SURJUDPV DQG WKH HIIHFWLYH GDWH RI HDFK SURJUDP1 $V RI

0DUFK 5334/ WKHUH ZHUH D WRWDO RI 5/539 OLVWHG SURJUDPV1 7KH '5 'LUHFWRU\ LQFOXGHV DOO

FXUUHQWO\ DFWLYH SURJUDPV/ GDWLQJ EDFN WR -DQXDU\ 4<89/ ZLWK PRVW RI WKHP EHLQJ LQLWLDWHG

DIWHU 4<;31 7KH UHVXOWLQJ GDWDEDVH DFFRXQWV IRU 4/<84 DFWLYH '5 SURJUDPV IURP 4/857

ILUPV LQ ;3 FRXQWULHV1 +RZHYHU/ WKHVH WZR GDWDEDVHV GR QRW LQFOXGH '5 SURJUDPV WKDW

ZHUH WHUPLQDWHG EHIRUH 0DUFK 53341 7R DFFRXQW IRU WKHVH SURJUDPV/ ZH XVH DQ
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DGGLWLRQDO GDWDEDVH/ DOVR SURYLGHG E\ %DQN RI 1HZ <RUN/ WKDW OLVWV DOO WHUPLQDWHG '5

SURJUDPV +983 SURJUDPV LQ WRWDO DV RI -DQXDU\ 64/ 5334,1 7KH VHW RI WHUPLQDWHG '5

SURJUDPV UHOHYDQW IRU RXU VWXG\ DPRXQWV WR 547 ILUPV WKDW DUH DGGHG WR WKH OLVW RI ILUPV

ZLWK '5 SURJUDPV1

,Q WHUPV RI WUDGLQJ DEURDG/ ZH IRFXV RQ WUDGLQJ LQ '5V1 2QH GDWDVHW RQ '5 YDOXH

WUDGHG FRPHV DOVR IURP %DQN RI 1HZ <RUN DQG FRYHUV WKH SHULRG 4<;< ± 1RYHPEHU

5333177 &RPSDQLHV WKDW DUH QRW VKRZQ WR EH WUDGLQJ DFFRUGLQJ WR %DQN RI 1HZ <RUN DUH

DVVLJQHG D ]HUR1 :H DOVR KDYH GDWD RQ YDOXH WUDGHG E\ IRUHLJQ ILUPV RQ WKH /RQGRQ 6WRFN

([FKDQJH +/6(, IRU 78 FRXQWULHV IRU WKH SHULRG -DQXDU\ 4<<; ± 1RYHPEHU 53331 7KH

YDOXHV UHSRUWHG E\ /6( ZHUH FRQYHUWHG WR FXUUHQW 8161 GROODUV XVLQJ WKH DYHUDJH PRQWKO\

H[FKDQJH UDWHV DV UHSRUWHG LQ WKH ,QWHUQDWLRQDO )LQDQFLDO 6WDWLVWLFV IURP WKH ,QWHUQDWLRQDO

0RQHWDU\ )XQG +,0),1 +RZHYHU/ JLYHQ WKDW WKH WLPH VSDQ RI WKH /6( GDWD LV PXFK PRUH

OLPLWHG/ ZH IRFXV RXU DQDO\VLV RQ WKH %DQN RI 1HZ <RUN GDWD RQ '5 WUDGLQJ LQ 1HZ

<RUN178

2Q FDSLWDO UDLVHG DEURDG/ ZH XVH D FRPELQDWLRQ RI WZR GLIIHUHQW GDWDVHWV1 2QH

FRPHV IURP WKH %DQN RI 1HZ <RUN/ ZKLFK FRYHUV FDSLWDO UDLVHG WKRXJK GHSRVLWDU\

UHFHLSWV IRU WKH SHULRG 0D\ 4<;301RYHPEHU 53331 ,W FRQWDLQV 4/4:; RSHUDWLRQV IURP ;97

ILUPV LQ 87 FRXQWULHV1 7KH RWKHU GDWDVHW FRYHUV DOO RSHUDWLRQV RI FDSLWDO UDLVHG LQ

LQWHUQDWLRQDO PDUNHWV E\ ILUPV DQG LV FRPSLOHG E\ (XURPRQH\1 7KLV GDWDEDVH SURYLGHV D

PRUH FRPSUHKHQVLYH DFFRXQW RI FDSLWDO UDLVHG/ EHFDXVH LW LQFOXGHV '5 SURJUDPV DQG

FURVV0ERUGHU OLVWLQJV1 ,W UHSRUWV ;/:<8 RSHUDWLRQV IURP 8/998 ILUPV LQ ;9 FRXQWULHV/

FRYHULQJ WKH SHULRG -DQXDU\ 4<;6 ± $SULO 53341 %\ FRPELQLQJ WKHVH WZR GDWDVHWV/ ZH

FUHDWH D VHULHV RQ FDSLWDO UDLVHG LQ IRUHLJQ PDUNHWV179 &DSLWDO UDLVHG DEURDG/ DV ZH GHILQH

LW/ WKXV UHIHUV WR WKH VXP RI WKH DPRXQW RI QHZ HTXLW\ ILQDQFLQJ ZKLFK LV REWDLQHG E\
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XVLQJ D QRQ0GRPHVWLF LQVWUXPHQW/ VXFK DV D IRUHLJQ OLVWLQJ RU DQ $'5/ DQG DQ\ QHZ

HTXLW\ LVVXH DEURDG1

7KH GDWD IURP %DQN RI 1HZ <RUN DQG (XURPRQH\ DOORZ XV WR FRQVWUXFW D OLVW RI WKH

³LQWHUQDWLRQDO´ FRPSDQLHV IRU HDFK FRXQWU\1 7KHVH DUH FRPSDQLHV WKDW FURVV0OLVW/ GLUHFWO\

RU YLD '5V/ RU UDLVH FDSLWDO LQ LQWHUQDWLRQDO VWRFN PDUNHWV1 :H XVH WKLV YDULDEOH WR VWXG\

WKH GHJUHH RI OLVWLQJ RQ LQWHUQDWLRQDO H[FKDQJHV1 ,Q IDFW/ WKLV YDULDEOH LV PRUH JHQHUDO/

EHFDXVH LW DOVR FDSWXUHV FDSLWDO UDLVLQJ ZLWKRXW OLVWLQJ1 :H GR QRW/ KRZHYHU/ FRQVLGHU WKH

GHJUHH WR ZKLFK IRUHLJQ LQYHVWRUV KROG VKDUHV WUDGHG LQ ORFDO PDUNHWV DV DQ LQGLFDWLRQ RI

LQWHUQDWLRQDOL]DWLRQ RI WKH ILUP1 ,W ZRXOG EH DOPRVW LPSRVVLEOH WR FRQVWUXFW VXFK D VHULHV

EHFDXVH PRVW FRXQWULHV GR QRW GLVWLQJXLVK EHWZHHQ ORFDO DQG IRUHLJQ LQYHVWRUV LQ WKH

GRPHVWLF PDUNHW1 6LPLODUO\/ ZH GR QRW FRQVLGHU WR ZKDW GHJUHH GRPHVWLF UHVLGHQWV KROG

GRPHVWLF VKDUHV LQ WKH LQWHUQDWLRQDO PDUNHWV1

615 'HVFULSWLYH VWDWLVWLFV

%DVHG RQ WKH GDWD FRPSLOHG/ ZH IRFXV RQ HLJKW YDULDEOHV RI LQWHUHVW/ WKUHH IRU WKH

GHYHORSPHQW RI ORFDO VWRFN H[FKDQJHV DQG ILYH IRU WKH LQWHUQDWLRQDOL]DWLRQ RI VWRFN

H[FKDQJHV1 7KH IRUPHU DUH PDUNHW FDSLWDOL]DWLRQ RYHU JURVV GRPHVWLF SURGXFW +*'3,/

YDOXH WUDGHG GRPHVWLFDOO\ RYHU *'3/ DQG YDOXH WUDGHG RYHU PDUNHW FDSLWDOL]DWLRQ +DOVR

NQRZQ DV WXUQRYHU UDWLR,1 7KH ODWWHU DUH PDUNHW FDSLWDOL]DWLRQ RI LQWHUQDWLRQDO ILUPV RYHU

WRWDO PDUNHW FDSLWDOL]DWLRQ +KHUH HTXDO WR WKH GRPHVWLF PDUNHW FDSLWDOL]DWLRQ,/7: YDOXH

WUDGHG DEURDG RYHU *'3/ YDOXH WUDGHG DEURDG RYHU YDOXH WUDGHG GRPHVWLFDOO\/ FDSLWDO

UDLVHG DEURDG RYHU *'3/ DQG FDSLWDO UDLVHG DEURDG RYHU FDSLWDO UDLVHG GRPHVWLFDOO\1 ,Q

DOO FDVHV ZH ZRUN ZLWK DQQXDO GDWD1 6WRFN GDWD DUH DOO HQG0RI0\HDU GDWD1 :H H[FOXGH WKH
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8161 DQG 81.1 PDUNHWV/ DV WKH\ DUH WKH LQWHUQDWLRQDO ILQDQFLDO FHQWHUV RQ ZKLFK EDVLV ZH

GHILQH D ILUP¶V LQWHUQDWLRQDOL]DWLRQ1

7KH YDULDEOH PDUNHW FDSLWDOL]DWLRQ RI LQWHUQDWLRQDO ILUPV RYHU WRWDO PDUNHW

FDSLWDOL]DWLRQ FDSWXUHV WKH GHJUHH RI OLVWLQJ RQ LQWHUQDWLRQDO VWRFN H[FKDQJHV1 7KH

QXPHUDWRU RI WKLV YDULDEOH LV WKH VXP RI PDUNHW FDSLWDOL]DWLRQ RI ILUPV GHILQHG DV

LQWHUQDWLRQDO/ DFFRUGLQJ WR WKH FULWHULD GHVFULEHG DERYH1 7KH YDULDEOH YDOXH WUDGHG DEURDG

RYHU YDOXH WUDGHG GRPHVWLFDOO\ VKRZV WKH UHODWLYH LPSRUWDQFH RI LQWHUQDWLRQDO DFWLYLW\1

%RWK DQ LQFUHDVH LQ LQWHUQDWLRQDO WUDGLQJ DQG D GHFUHDVH LQ ORFDO WUDGLQJ ZLOO SURGXFH D

ULVH LQ WKLV YDULDEOH1 7R LVRODWH WKHVH HIIHFWV/ ZH DOVR ORRN DW DQRWKHU YDULDEOH/ YDOXH

WUDGHG DEURDG RYHU *'31 7KH VDPH DSSOLHV WR FDSLWDO UDLVHG1

7DEOHV 4/ 5/ DQG 6 SURYLGH GHVFULSWLYH VWDWLVWLFV RQ WKH HLJKW YDULDEOHV IRU WKH \HDUV

4<<3 DQG 53331 :H DOVR XVH WKUHH ILJXUHV WR GHVFULEH WKH DJJUHJDWH WUHQGV LQ WKH GDWD

RYHU WLPH DQG E\ FRXQWU\ JURXSLQJV1 )LJXUH 4 SORWV PDUNHW FDSLWDOL]DWLRQ DV D UDWLR WR

*'3 DQG GRPHVWLF YDOXH WUDGHG DV D UDWLR WR *'3 DQG DV D UDWLR WR PDUNHW FDSLWDOL]DWLRQ1

)LJXUHV 5 DQG 6 SORW WKH YDULDEOHV UHODWHG WR WKH LQWHUQDWLRQDOL]DWLRQ RI VWRFN H[FKDQJHV1

7KRVH ILJXUHV GLIIHUHQWLDWH WUHQGV E\ JURXSV RI FRXQWULHV DFFRUGLQJ WR LQFRPH OHYHO1

$V LV ZHOO NQRZQ/ )LJXUH 4 VKRZV WKDW WKHUH KDV EHHQ D JUDGXDO LQFUHDVH LQ PDUNHW

FDSLWDOL]DWLRQ IRU DOO WKUHH JURXSLQJV/ ZLWK DQ DFFHOHUDWLRQ LQ WKH 4<<3V IRU WKH KLJK0

LQFRPH FRXQWULHV1 7DEOH 4 VKRZV WKDW/ IRU DOO FRXQWULHV FRPELQHG/ WKH UDWLR RI PDUNHW

FDSLWDOL]DWLRQ WR *'3 LQFUHDVHG IURP D PHDQ +PHGLDQ, RI 64 +4;, SHUFHQW LQ 4<<3 WR VRPH

95 +67, SHUFHQW LQ 53331 7KLV LQFUHDVH LQ PDUNHW FDSLWDOL]DWLRQ UHIOHFWV ERWK JHQHUDOO\

KLJKHU SULFHV IRU H[LVWLQJ VWRFNV DV ZHOO DV LQFUHDVHG QXPEHU RI OLVWLQJV1 )RU KLJK0LQFRPH

FRXQWULHV/ IRU H[DPSOH/ WKH DYHUDJH QXPEHU RI FRPSDQLHV OLVWHG RQ D GRPHVWLF H[FKDQJH

LQ D FRXQWU\ LQFUHDVHG IURP :36 LQ 4<<3 WR <33 LQ 4<<<1 7DNLQJ D ORQJHU SHUVSHFWLYH/ WKH
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UHODWLYH LQFUHDVH LQ PDUNHW FDSLWDOL]DWLRQ KDV EHHQ WKH PRVW SURQRXQFHG LQ KLJK0LQFRPH

FRXQWULHV/ ZLWK D VL[0IROG LQFUHDVH LQ WKH DYHUDJH UDWLR RI PDUNHW FDSLWDOL]DWLRQ WR *'3

EHWZHHQ 4<:8 DQG 5333/ IURP 55 SHUFHQW WR FORVH WR 44: SHUFHQW +VHH )LJXUH 4,1 ,Q ORZ0

LQFRPH FRXQWULHV/ WKHUH KDV EHHQ D TXDGUXSOLQJ LQ PDUNHW FDSLWDOL]DWLRQ/ IURP 8 SHUFHQW WR

53 SHUFHQW RI *'31 ,Q PLGGOH0LQFRPH FRXQWULHV/ KRZHYHU/ PDUNHW FDSLWDOL]DWLRQ GLG QRW

LQFUHDVH PXFK/ RQO\ IURP 6: SHUFHQW WR 78 SHUFHQW RI *'31 7KHVH FRXQWULHV VHHP WR KDYH

ORVW RXW LQ WKH 4<<3V/ LQFUHDVLQJ WKHLU PDUNHW FDSLWDOL]DWLRQ E\ RQO\ ; SHUFHQWDJH SRLQWV/

ZKHQ VWRFN PDUNHWV LQ KLJK0LQFRPH FRXQWULHV JUHZ E\ VRPH :8 SHUFHQWDJH SRLQWV +7DEOH

4,1 0LGGOH0LQFRPH DQG ORZ0LQFRPH FRXQWULHV HQG XS ZLWK PDUNHW FDSLWDOL]DWLRQ LQ 5333

PXFK EHORZ WKDW RI KLJK0LQFRPH FRXQWULHV/ RQ DYHUDJH :3 DQG 433 SHUFHQWDJH SRLQWV

UHVSHFWLYHO\ OHVV1

<HW WKHVH DYHUDJHV KLGH VRPH GLIIHUHQFHV ZLWKLQ WKH JURXSV1 2Q WKH EDVLV RI WKH

PHGLDQ/ IRU H[DPSOH/ PLGGOH0LQFRPH FRXQWULHV VDZ D GRXEOLQJ LQ PDUNHW VL]HV RYHU WKH

4<<3V/ ZKLOH WKH PHDQ PDUNHW VL]H RQO\ LQFUHDVHG E\ D TXDUWHU/ DV VRPH PDUNHWV

LQFUHDVHG YHU\ OLWWOH/ LI DW DOO1 7KHUH DUH DOVR ODUJH GLIIHUHQFHV DPRQJ UHJLRQV LQ WKH VL]H

RI PDUNHWV DQG WKHLU JURZWK17; $PRQJ HPHUJLQJ PDUNHWV/ (DVW $VLDQ FRXQWULHV KDYH VWLOO

WKH ODUJHVW PDUNHWV UHODWLYH WR *'3/ DOWKRXJK JURZLQJ DW D VORZHU SDFH UHODWLYH WR

WUDQVLWLRQ HFRQRPLHV DQG /DWLQ $PHULFDQ FRXQWULHV1 7UDQVLWLRQ HFRQRPLHV KDYH VHHQ IDVW

JURZWK LQ PDUNHW FDSLWDOL]DWLRQ/ EXW IURP YHU\ ORZ RU QRQ0H[LVWLQJ EDVHV/ DQG DUH

FXUUHQWO\ WKH JURXS ZLWK WKH ORZHVW DYHUDJH PDUNHW FDSLWDOL]DWLRQ1 )ROORZLQJ D SHULRG RI

UDSLG LQFUHDVH LQ WKH ODWH 4<;3V/ /DWLQ $PHULFDQ PDUNHWV FRQWLQXHG JURZLQJ/ EXW WKHLU

PDUNHWV DUH VWLOO RQO\ RQH WKLUG +UHODWLYH WR *'3, RI WKRVH LQ (DVW $VLD1 0RUH JHQHUDOO\/

WKHUH DUH ODUJH GLIIHUHQFHV DURXQG WKH ZRUOG1 7KH FRXQWU\ ZLWK WKH KLJKHVW DJJUHJDWH

VWRFN PDUNHW FDSLWDOL]DWLRQ UHODWLYH WR WKHLU *'3 LQ RXU VDPSOH LQ 5333 LV +RQJ .RQJ/
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ZLWK D VWRFN PDUNHW FDSLWDOL]DWLRQ RI 6;6 SHUFHQW> WKH FRXQWU\ ZLWK WKH ORZHVW PDUNHW

FDSLWDOL]DWLRQ LV %DQJODGHVK ZLWK 518 SHUFHQW1

9DOXH WUDGHG DV D UDWLR WR *'3 KDV JURZQ VWURQJO\ LQ WKH KLJK0LQFRPH JURXS ZLWK

DQ DOPRVW 530IROG LQFUHDVH RYHU WKH 4<:805333 SHULRG1 *URZWK KDV EHHQ PXFK OHVV

SURQRXQFHG LQ WKH PLGGOH0 DQG ORZ0LQFRPH JURXS ZLWK RQO\ D WHQ0IROG LQFUHDVH1 7KH

JURZWK SDWWHUQV LQ YDOXH WUDGHG PLPLF WKRVH LQ PDUNHW FDSLWDOL]DWLRQ DV WKH\ PDLQO\

FDSWXUH WKH RYHUDOO JURZWK RI PDUNHWV +VHH )LJXUH 4,1 $V EHIRUH/ ORZ0LQFRPH FRXQWULHV

DQG PLGGOH0LQFRPH FRXQWULHV KDYH PXFK ORZHU UDWLRV RI YDOXH WUDGHG WR *'3 WKDQ KLJK0

LQFRPH FRXQWULHV GR1 7KHUH DUH DJDLQ ODUJH YDULDWLRQV EHWZHHQ FRXQWULHV/ KRZHYHU1 6RPH

PLGGOH0LQFRPH FRXQWULHV KDG YHU\ KLJK YDOXH WUDGHG IRU VRPH \HDUV1 )RU 7DLZDQ LQ 4<;;/

IRU H[DPSOH/ WKH UDWLR RI YDOXH WUDGHG WR *'3 ZDV 557 SHUFHQW1 ,Q 5333/ YDOXH WUDGHG LQ

(DVW $VLDQ FRXQWULHV ZDV ;: SHUFHQW RI *'3/ ZKLOH LQ (DVWHUQ (XURSH DQG /DWLQ $PHULFD

LW ZDV RQO\ DERXW 7 SHUFHQW1 7KH UHODWLYH VORZ JURZWK RI YDOXH WUDGHG GXULQJ WKH 4<<3V LQ

/DWLQ $PHULFD PLJKW EH H[SODLQHG E\ OLPLWHG SULFH LQFUHDVHV/ GH0OLVWLQJV/ DQG PLJUDWLRQ

RI WUDGLQJ DEURDG1

7KH SDWWHUQ LV GLIIHUHQW/ KRZHYHU/ ZKHQ FRPSDULQJ YDOXH WUDGHG UHODWLYH WR PDUNHW

FDSLWDOL]DWLRQ1 +HUH WKH GLVWLQFWLRQ EHWZHHQ WKH WKUHH JURXSV LV OHVV VWURQJ1 1HYHUWKHOHVV/

KLJK0LQFRPH FRXQWULHV KDYH JHQHUDOO\ PRUH OLTXLG PDUNHWV WKDQ PLGGOH0LQFRPH FRXQWULHV

GR DQG PLGGOH0LQFRPH FRXQWULHV LQ WXUQ WHQG WR KDYH PRUH OLTXLG H[FKDQJHV WKDQ ORZ0

LQFRPH FRXQWULHV GR1 7KH PHDQ YDOXH WUDGHG UDWLR LQ 5333 ZDV ;9 SHUFHQW IRU KLJK0

LQFRPH FRXQWULHV/ 7: SHUFHQW IRU PLGGOH0LQFRPH FRXQWULHV/ DQG 5< SHUFHQW IRU ORZ0

LQFRPH FRXQWULHV +7DEOH 4,1 )RU DOO WKUHH JURXSLQJV/ YDOXH WUDGHG DV D IUDFWLRQ RI PDUNHW

FDSLWDOL]DWLRQ KDV ULVHQ/ HVSHFLDOO\ LQ WKH VHFRQG KDOI RI WKH 4<<3V/ WKH IDVWHVW IRU WKH

PLGGOH0 DQG KLJK0LQFRPH FRXQWULHV1 'LIIHUHQFHV EHWZHHQ FRXQWULHV UHPDLQ ODUJH/
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KRZHYHU/ ZLWK PDQ\ PLGGOH0LQFRPH FRXQWULHV KDYLQJ KLJKHU YDOXH WUDGHG UDWLRV WKDQ

KLJK0LQFRPH FRXQWULHV RQ DYHUDJH GR1

)LJXUHV 5 DQG 6 SORW D QXPEHU RI LQWHUQDWLRQDOL]DWLRQ LQGLFDWRUV/ ZLWK VRPH

GHVFULSWLYH VWDWLVWLFV RI WKH GDWD SURYLGHG LQ 7DEOHV 5 DQG 61 )LJXUH 5 DQG 7DEOH 5 GLVSOD\

WKUHH LQGLFDWRUV RI WKH UHODWLYH LPSRUWDQFH RI LQWHUQDWLRQDOL]DWLRQ= PDUNHW FDSLWDOL]DWLRQ RI

LQWHUQDWLRQDO ILUPV UHODWLYH WR PDUNHW FDSLWDOL]DWLRQ RI DOO ILUPV/ YDOXH WUDGHG DEURDG

UHODWLYH WR *'3/ DQG YDOXH WUDGHG DEURDG UHODWLYH WR YDOXH WUDGHG GRPHVWLFDOO\1 )LJXUH 6

DQG 7DEOH 6 SURYLGH WZR RWKHU LQGLFDWRUV RI WKH GHJUHH RI LQWHUQDWLRQDOL]DWLRQ= FDSLWDO

UDLVHG DEURDG RYHU *'3 DQG FDSLWDO UDLVHG DEURDG RYHU FDSLWDO UDLVHG GRPHVWLFDOO\1

$JDLQ/ WKH LQGLFDWRUV DUH VSOLW E\ WKH WKUHH JURXSV RI FRXQWULHV1

7KH SORW RI WKH UDWLR RI PDUNHW FDSLWDOL]DWLRQ OLVWHG DEURDG WR WRWDO PDUNHW

FDSLWDOL]DWLRQ VKRZV FOHDUO\ KRZ VWURQJ WKH LQWHUQDWLRQDOL]DWLRQ WUHQG KDV EHHQ RYHU WKH

SDVW IHZ \HDUV/ HVSHFLDOO\ IRU PLGGOH0LQFRPH FRXQWULHV1 )RU WKHVH HFRQRPLHV/ WKH UDWLR RI

PDUNHW FDSLWDOL]DWLRQ OLVWHG DEURDG WR WRWDO PDUNHW FDSLWDOL]DWLRQ MXPSHG IURP RQO\ D IHZ

SHUFHQWDJH SRLQWV LQ 4<;< WR DERXW KDOI/ ZLWK D SHDN RI RYHU 95 SHUFHQW LQ 4<<<1 ,Q ORZ0

DQG KLJK0LQFRPH FRXQWULHV/ WKH UDWLR RI IRUHLJQ WR WRWDO PDUNHW FDSLWDOL]DWLRQ URVH E\ D

TXDUWHU1 ,Q 5333/ PDUNHW FDSLWDOL]DWLRQ RI LQWHUQDWLRQDO ILUPV RYHU WRWDO PDUNHW

FDSLWDOL]DWLRQ VWRRG DW DQ DYHUDJH +PHGLDQ, 64 +6:, SHUFHQW IRU KLJK0LQFRPH FRXQWULHV/ 88

+95, SHUFHQW IRU PLGGOH0LQFRPH FRXQWULHV/ DQG 5: +47, SHUFHQW IRU ORZ0LQFRPH FRXQWULHV1

:LWK <81: SHUFHQW LQ 5333/ ,VUDHO KDG WKH KLJKHVW UDWLR RI IRUHLJQ WR WRWDO PDUNHW

FDSLWDOL]DWLRQ1 +HUH WRR/ RQH FDQ REVHUYH FRQVLGHUDEOH UHJLRQDO GLIIHUHQFHV1 ,Q 5333/ WKH

(DVWHUQ (XURSH UHJLRQ KDG WKH KLJKHVW UDWLR RI PDUNHW FDSLWDOL]DWLRQ OLVWHG DEURDG ZLWK 7<

SHUFHQW/ IROORZHG E\ (DVW $VLD ZLWK 6: SHUFHQW/ DQG WKH /DWLQ $PHULFD UHJLRQ ZLWK 66
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SHUFHQW1 )LUPV OLVWHG DEURDG DFFRXQWHG MXVW IRU 4< SHUFHQW RI WRWDO PDUNHW FDSLWDOL]DWLRQ

LQ $IULFD1

2I FRXUVH/ WKH +LQFUHDVLQJ, PDUNHW FDSLWDOL]DWLRQ OLVWHG DEURDG LV DFFRXQWHG IRU E\ D

UHODWLYHO\ VPDOO QXPEHU RI FRPSDQLHV DV W\SLFDOO\ ODUJHU FRPSDQLHV OLVW DEURDG/ EXW WKH

JURZWK LQ QXPEHUV KDV EHHQ ODUJH1 )RU PLGGOH0LQFRPH FRXQWULHV/ WKH DYHUDJH QXPEHU RI

FRPSDQLHV OLVWHG DEURDG LQFUHDVHG IURP 6 LQ 4<<3 WR 58 LQ 53331 /RZ0LQFRPH FRXQWULHV

KDG RQ DYHUDJH 4; FRPSDQLHV OLVWHG DEURDG LQ 53331 :LWK PRUH FRPSDQLHV OLVWLQJ

DEURDG/ KLJK0LQFRPH FRXQWULHV H[SHULHQFHG WKH KLJKHVW LQFUHDVH RQ DYHUDJH LQ WHUPV RI

QXPEHUV1 :KLOH RQ DYHUDJH RQO\ 68 FRPSDQLHV ZHUH WUDGLQJ DEURDG LQ 4<<3/ WKLV QXPEHU

LQFUHDVHG WR 4:: LQ 5333 IRU WKH KLJK0LQFRPH FRXQWULHV1

6LPLODU WUHQGV FDQ EH REVHUYHG IRU WKH UDWLR RI WUDGLQJ DEURDG WR GRPHVWLF WUDGLQJ> D

SURQRXQFHG LQFUHDVH IRU PLGGOH0LQFRPH FRXQWULHV GXULQJ WKH 4<<3V DQG D VORZ LQFUHDVH

IRU ORZ0LQFRPH FRXQWULHV LQ WKH ODVW IHZ \HDUV1 7KH WUDGLQJ UDWLR IRU PLGGOH0LQFRPH

FRXQWULHV URVH IURP D IHZ SHUFHQWDJH SRLQWV WR VRPH 73 SHUFHQW LQ 53331 $W WKH VDPH

WLPH/ WKH DYHUDJH UDWLR RI WUDGLQJ DEURDG WR KRPH URVH IURP 3 WR : SHUFHQW IRU ORZ0LQFRPH

FRXQWULHV1 7KH KLJK0LQFRPH FRXQWU\ JURXS DSSHDUV WR KDYH KDG OHVV RI D FKDQJH LQ

WUDGLQJ PLJUDWLQJ DEURDG LQ WKH ODVW IHZ \HDUV/ ZLWK WKH UDWLR IOXFWXDWLQJ EHWZHHQ 48

SHUFHQW DQG 53 SHUFHQW17<

,Q WHUPV RI FDSLWDO UDLVHG DEURDG/ WKH WUHQGV WRZDUGV LQWHUQDWLRQDOL]DWLRQ LQ WKH ODVW

IHZ \HDUV DUH VWULNLQJ DV ZHOO1 )RU YDULRXV \HDUV EHWZHHQ 4<;< DQG 5333/ WKH DPRXQW RI

FDSLWDO UDLVHG DEURDG H[FHHGHG WKH DPRXQW UDLVHG GRPHVWLFDOO\ IRU PLGGOH0LQFRPH

FRXQWULHV/ ZLWK D SHDN LQ WKH UDWLR RI 61: LQ 53331 )RU ORZ0LQFRPH FRXQWULHV/ WKH UDWLR KDV

EHHQ PRUH YRODWLOH/ EXW FDSLWDO UDLVHG DEURDG DPRXQWHG RQ DYHUDJH WR VRPH 59 SHUFHQW RI

FDSLWDO UDLVHG GRPHVWLFDOO\ LQ 53331 1RW VXUSULVLQJO\/ VLQFH VRPH RI WKH KLJK0LQFRPH
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FRXQWULHV DUH ILQDQFLDO FHQWHUV LQ WKHLU RZQ ULJKW/ FDSLWDO UDLVHG DEURDG H[FHHGHG WKH

DPRXQW RI GRPHVWLF FDSLWDO UDLVHG LQ KLJK0LQFRPH FRXQWULHV RQO\ LQ WKH \HDUV 4<<3/ 4<<4/

DQG 4<<:1

$V D UDWLR WR *'3/ WKH ILJXUHV IRU YDOXH WUDGHG DEURDG DQG FDSLWDO UDLVHG DEURDG IRU

WKH WKUHH JURXSV RI FRXQWULHV DUH VLPLODU WR WKRVH UHODWLYH WR GRPHVWLF DFWLYLW\1 6LQFH

LQWHUQDWLRQDOL]DWLRQ LV QRZ DGMXVWHG E\ WKH VL]H RI WKH HFRQRP\/ UDWKHU WKDQ E\ WKH VL]H RI

WKH ORFDO VWRFN PDUNHW/ WKH UHODWLYH LPSRUWDQFH DSSHDUV GLIIHUHQW/ KRZHYHU1 ,Q PLGGOH0

LQFRPH FRXQWULHV/ WUDGLQJ DEURDG UHSUHVHQWHG RQO\ WZR SHUFHQW RI *'3 DV WUDGLQJ LWVHOI

ZDV RQO\ D VPDOO UDWLR WR *'3/ EXW DPRXQWHG WR 73 SHUFHQW RI GRPHVWLF WUDGLQJ LQ 53331

7KLV LV VLPLODU VR IRU WKH WUHQGV LQ FDSLWDO UDLVHG DEURDG/ ZKLFK LQFUHDVHG IURP YLUWXDOO\

QLO LQ 4<<3 WR 315: SHUFHQW RI *'3 IRU PLGGOH0LQFRPH FRXQWULHV DQG WR 314; SHUFHQW RI

*'3 IRU ORZ0LQFRPH FRXQWULHV LQ 53331 +LJK0LQFRPH FRXQWULHV H[SHULHQFHG WKH KLJKHVW

JURZWK LQ FDSLWDO UDLVHG DEURDG/ IURP OHVV WKDQ D TXDUWHU RI D SHUFHQWDJH SRLQW LQ 4<<3 WR

DOPRVW 5 SHUFHQWDJH SRLQWV LQ 53331

71 ([SODLQLQJ WKH WUHQGV LQ VWRFN PDUNHW GHYHORSPHQW DQG PLJUDWLRQ

:H WU\ WR H[SODLQ VWRFN PDUNHW GHYHORSPHQW DQG WKH WUHQGV WRZDUGV

LQWHUQDWLRQDOL]DWLRQ RI VWRFN H[FKDQJHV/ LQFOXGLQJ GLIIHUHQFHV DPRQJ FRXQWULHV/ E\

LQYHVWLJDWLQJ WKH UROH RI FRXQWU\ DQG LQWHUQDWLRQDO IDFWRUV1 :H H[SORUH VHYHUDO JURXSV RI

H[SODQDWRU\ YDULDEOHV1 :H XVH WKH RYHUDOO OHYHO RI GHYHORSPHQW RI WKH FRXQWU\/ DV

FDSWXUHG E\ *'3 SHU FDSLWD DQG WKH VL]H RI LWV HFRQRP\1 )RU PDFURHFRQRPLF

SHUIRUPDQFH/ ZH XVH WKH LQIODWLRQ UDWH1 )RU WKH TXDOLW\ RI WKH LQVWLWXWLRQDO IUDPHZRUN/ ZH

XVH WKH ODZ DQG RUGHU LQGH[/ DV UHSRUWHG E\ WKH &RXQWU\ 5LVN *XLGH/ DQG WKH VWUHQJWK RI



54

VKDUHKROGHUV ULJKWV/ DV UHSRUWHG E\ /D 3RUWD/ /RSH]0GH06LODQH]/ 6KOHLIHU/ DQG 9LVKQ\83

DQG 3LVWRU/ 5DLVHU/ DQG *HOIHU184 :H DOVR XVH D YDULDEOH UHODWHG WR WKH WUDGLQJ V\VWHP LQ

WKH FRXQWU\/ QDPHO\ WUDGLQJ FRPPLVVLRQV DQG WUDGLQJ IHHV185 )LQDOO\/ IRU HDVH RI IRUHLJQ

RZQHUVKLS LQ WKH VWRFN PDUNHW/ ZH XVH WKH PHDVXUH RI FDSLWDO DFFRXQW OLEHUDOL]DWLRQ

UHSRUWHG E\ WKH ,0)86 DQG WKH LQGH[ RI ILQDQFLDO OLEHUDOL]DWLRQ FRQVWUXFWHG E\ .DPLQVN\

DQG 6FKPXNOHU187 7KHVH GDWD DUH GHVFULEHG LQ PRUH GHWDLO LQ $SSHQGL[ 7DEOH ,,188

7KH NH\ UHODWLRQV EHWZHHQ VWRFN PDUNHW GHYHORSPHQW DQG LQWHUQDWLRQDOL]DWLRQ RI

H[FKDQJHV RQ RQH KDQG DQG FRXQWU\ DQG LQWHUQDWLRQDO IDFWRUV RQ WKH RWKHU KDQG FDQ EH

VKRZQ XVLQJ VFDWWHU SORWV1 )LJXUHV 7 DQG 8 SORW WKH PDUNHW GHYHORSPHQW DQG

LQWHUQDWLRQDOL]DWLRQ YDULDEOHV DJDLQVW VRPH NH\ H[SODQDWRU\ YDULDEOHV1 )LJXUH 7 VKRZV

WKDW WKHUH LV LQ JHQHUDO D SRVLWLYH UHODWLRQ EHWZHHQ WKH OHYHO RI GHYHORSPHQW +*'3 SHU

FDSLWD, DQG VWRFN PDUNHW DFWLYLW\1 $V H[SHFWHG/ KLJKHU LQIODWLRQ UDWHV GHSUHVV VWRFN

PDUNHW DFWLYLW\/ DOWKRXJK WKH HIIHFW VHHPV WR EH QRQ0OLQHDU DV DW ORZ +YHU\ KLJK, LQIODWLRQ

UDWHV/ LQIODWLRQ VHHPV WR KDYH UHODWLYHO\ PRUH +OHVV, RI D QHJDWLYH HIIHFW1 7KH LQVWLWXWLRQDO

YDULDEOH�VKDUHKROGHU SURWHFWLRQ ZHLJKWHG E\ WKH GHJUHH RI HQIRUFHPHQW LQ WKH

FRXQWU\�UHODWHV SRVLWLYHO\ WR WKH OHYHO RI VWRFN PDUNHW GHYHORSPHQW/ DV DOUHDG\

GRFXPHQWHG E\ RWKHUV1 7UDGLQJ FRVWV +IHHV DQG FRPPLVVLRQV, DUH QHJDWLYHO\ FRUUHODWHG

ZLWK VWRFN PDUNHW GHYHORSPHQW/ DOWKRXJK WKH UHODWLRQ GRHV QRW DSSHDU YHU\ VWURQJ1

7KH SRVLWLYH UHODWLRQ EHWZHHQ VWRFN PDUNHW GHYHORSPHQW DQG *'3 SHU FDSLWD DOVR

H[WHQGV WR WKH GHJUHH RI LQWHUQDWLRQDOL]DWLRQ RI H[FKDQJH DFWLYLW\/ WKDW LV WKH PDUNHW

FDSLWDOL]DWLRQ RI LQWHUQDWLRQDOL]HG ILUPV VFDOHG E\ WKH VL]H RI WKH ORFDO PDUNHW +)LJXUH 8,1

$OVR ZKHQ PDUNHW FDSLWDOL]DWLRQ LV VFDOHG E\ *'3 +QRW GHSLFWHG,/ LW EHFRPHV FOHDU WKDW

EHWWHU GHYHORSHG FRXQWULHV KDYH PRUH LQWHUQDWLRQDOL]HG ILUPV DV ZHOO DV PRUH WUDGLQJ DQG

FDSLWDO UDLVHG DEURDG UHODWLYH WR *'31 7KH UHODWLRQ EHWZHHQ LQIODWLRQ UDWHV DQG WKH GHJUHH
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RI LQWHUQDWLRQDOL]DWLRQ LV ODUJHO\ QHJDWLYH/ DOWKRXJK VRPH FRXQWULHV ZLWK KLJK LQIODWLRQ

UDWHV VWLOO KDYH D UHODWLYHO\ KLJK GHJUHH RI LQWHUQDWLRQDOL]DWLRQ1 7KH GHJUHH RI VKDUHKROGHU

SURWHFWLRQ DOVR KDV D SRVLWLYH UHODWLRQ ZLWK WKH GHJUHH RI LQWHUQDWLRQDOL]DWLRQ/ DOWKRXJK WKH

UHODWLRQ LV QRW DV VWURQJ DV IRU VWRFN PDUNHW GHYHORSPHQW1 )LQDOO\/ WKH FRVWV RI WUDGLQJ

+IHHV DQG FRPPLVVLRQV, DUH SRVLWLYHO\ FRUUHODWHG ZLWK WKH GHJUHH RI LQWHUQDWLRQDOL]DWLRQ/

L1H1/ KLJKHU WUDGLQJ FRVWV VHHP WR GULYH VWRFN H[FKDQJH DFWLYLWLHV RIIVKRUH/ DOWKRXJK WKH

VDPSOH RI FRXQWULHV IRU ZKLFK ZH KDYH WUDGLQJ FRVWV LV VPDOOHU1

7KHVH UHODWLRQV KDYH EHHQ FRQILUPHG WKURXJK PRUH IRUPDO UHJUHVVLRQ UHVXOWV/

ZKLFK/ DPRQJ RWKHUV/ FRQWURO IRU WKH IDFW WKDW VRPH RI WKH H[SODQDWRU\ YDULDEOHV DUH

UHODWHG DQG FRXQWU\0VSHFLILF HIIHFWV189 7R VDYH VSDFH/ ZH GR QRW UHSRUW WKH UHJUHVVLRQ

UHVXOWV KHUH LQ GHWDLO/ EXW UDWKHU GLVFXVV WKH PDLQ UHVXOWV/ ZKLFK DUH JHQHUDOO\ LQ OLQH ZLWK

WKH UHODWLRQV GHSLFWHG DERYH18: :H ILQG WKDW WKH UDWLR RI PDUNHW FDSLWDOL]DWLRQ WR *'3 LV

DIIHFWHG SRVLWLYHO\ E\ *'3 SHU FDSLWD DQG HQIRUFHPHQW RI ODZV +DOWKRXJK QRW VWDWLVWLFDOO\

VLJQLILFDQW,/ ZKLOH LQIODWLRQ LPSHGHV VWRFN PDUNHW GHYHORSPHQW1 ,Q DGGLWLRQ/ WKH VLPSOH

LQGH[ RI VKDUHKROGHU ULJKWV DQG WKH GHJUHH RI FDSLWDO DFFRXQW OLEHUDOL]DWLRQ DQG ILQDQFLDO

OLEHUDOL]DWLRQ DOVR SRVLWLYHO\ DIIHFW VWRFN PDUNHW GHYHORSPHQW1 3HUKDSV VXUSULVLQJO\/

WUDGLQJ FRVWV GRPHVWLFDOO\ GR QRW VWDWLVWLFDO VLJQLILFDQWO\ UHODWH ZLWK VWRFN PDUNHW

GHYHORSPHQW1 )RU WUDGLQJ GRPHVWLFDOO\/ ZH ILQG LW WR EH DIIHFWHG E\ WKH VDPH YDULDEOHV

WKDW GULYH JHQHUDO VWRFN PDUNHW GHYHORSPHQW1 ,Q SDUWLFXODU/ *'3 SHU FDSLWD DIIHFWV

WUDGLQJ SRVLWLYHO\ DQG LQIODWLRQ QHJDWLYHO\ +DOWKRXJK QRW DOZD\V VWDWLVWLFDOO\

VLJQLILFDQWO\,1 7KH GHJUHH RI HQIRUFHPHQW RI ODZV LV DOVR SRVLWLYHO\ DQG VWDWLVWLFDOO\

VLJQLILFDQW UHODWHG WR YDOXH WUDGHG/ EXW VKDUHKROGHU ULJKWV DQG FDSLWDO DFFRXQW DQG

ILQDQFLDO OLEHUDOL]DWLRQ DUH QRW VWDWLVWLFDOO\ VLJQLILFDQW UHODWHG WR YDOXH WUDGHG/ QRU LV WKH

WUDGLQJ FRVWV YDULDEOH1
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,Q WHUPV RI LQWHUQDWLRQDOL]DWLRQ RI H[FKDQJH DFWLYLW\ YDULDEOHV/ WKH UHJUHVVLRQ UHVXOWV

IRU WKH UDWLR RI PDUNHW FDSLWDOL]DWLRQ OLVWHG DEURDG WR GRPHVWLF PDUNHW FDSLWDOL]DWLRQ

FRQILUP WKDW WKH GHJUHH RI LQWHUQDWLRQDOL]DWLRQ LV LQIOXHQFHG E\ VRPH RI WKH VDPH IDFWRUV

WKDW DSSHDU WR GHWHUPLQH JHQHUDO VWRFN PDUNHW GHYHORSPHQW1 ,Q SDUWLFXODU/ LQ WKH EDVLF

UHJUHVVLRQ/ *'3 SHU FDSLWD/ LQIODWLRQ/ DQG HQIRUFHPHQW RI ODZV +DOWKRXJK QRW VWDWLVWLFDOO\

VLJQLILFDQW, DOVR GULYH WKH VKDUH RI PDUNHW FDSLWDOL]DWLRQ OLVWHG DEURDG ZLWK WKH VDPH VLJQ1

,Q DGGLWLRQ/ WKH GHJUHH RI FDSLWDO DFFRXQW DQG ILQDQFLDO OLEHUDOL]DWLRQ DUH SRVLWLYHO\/ DQG

VWDWLVWLFDOO\ VLJQLILFDQW/ UHODWHG WR WKH VKDUH RI PDUNHW FDSLWDOL]DWLRQ OLVWHG DEURDG1 +LJKHU

WUDGLQJ FRVWV VXUSULVLQJO\ GR QRW VHHP WR DFFHOHUDWH LQWHUQDWLRQDOL]DWLRQ/ EXW UDWKHU UHWDUG

LW1 7KH UDWLR RI YDOXH WUDGHG DEURDG WR WKH YDOXH WUDGHG GRPHVWLFDOO\ DOVR LQFUHDVHV ZLWK

WKH OHYHO RI HFRQRPLF GHYHORSPHQW1 ,QIODWLRQ LV OHVV RI D IDFWRU LQ LQIOXHQFLQJ PLJUDWLRQ

RI WUDGLQJ/ DV LV WKH GHJUHH WR ZKLFK ODZV DUH EHLQJ HQIRUFHG DV WKHVH YDULDEOHV DUH QRW

DOZD\V VWDWLVWLFDOO\ VLJQLILFDQW1 $QG QRQH RI WKH RWKHU LQVWLWXWLRQDO YDULDEOHV H[FHSW IRU

WKH GHJUHH RI ILQDQFLDO OLEHUDOL]DWLRQ DUH DFWXDOO\ VLJQLILFDQW1

,Q JHQHUDO/ WKH UHJUHVVLRQ UHVXOWV FRQILUP WKDW WKH GHJUHH RI LQWHUQDWLRQDOL]DWLRQ LV

DIIHFWHG E\ WKH VDPH YDULDEOHV WKDW GULYH WKH GHYHORSPHQW DQG DFWLYLW\ RI ORFDO VWRFN

PDUNHW H[FKDQJHV= KLJKHU LQFRPH OHYHOV/ JUHDWHU PDFURHFRQRPLF VWDELOLW\/ VWURQJHU OHJDO

V\VWHPV/ DQG JUHDWHU ILQDQFLDO DQG FDSLWDO DFFRXQW OLEHUDOL]DWLRQ1 6LQFH ZH GHILQHG WKH

LQWHUQDWLRQDOL]DWLRQ YDULDEOHV DV UDWLRV RI LQWHUQDWLRQDO WR GRPHVWLF WUDGLQJ DFWLYLW\ DQG

GRPHVWLF PDUNHW FDSLWDOL]DWLRQ/ WKH ILQGLQJV LPSO\ WKDW/ DV FRXQWULHV GHYHORS WKHLU

IXQGDPHQWDOV/ WKH\ ZLOO H[SHULHQFH DQ LQFUHDVH LQ LQWHUQDWLRQDO UHODWLYH WR GRPHVWLF

DFWLYLW\/ HYHQ DV GRPHVWLF DFWLYLW\ DQG PDUNHW FDSLWDOL]DWLRQ LQFUHDVH1
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81 &RQFOXVLRQV

3RZHUIXO WUHQGV RI LQWHUQDWLRQDOL]DWLRQ DQG PLJUDWLRQ RI RUGHU IORZ DUH SXWWLQJ

SUHVVXUHV RQ VWRFN H[FKDQJHV DURXQG WKH ZRUOG1 )RU VRPH H[FKDQJHV/ DOUHDG\ PRUH WKDQ

KDOI RI WUDGLQJ DQG OLVWLQJ KDV PLJUDWHG RIIVKRUH1 2XU DQDO\VLV VXJJHVWV WKDW WKH SURFHVV

RI GHYHORSLQJ D ORFDO VWRFN H[FKDQJH DOVR LQFUHDVHV GRPHVWLF ILUPV¶ DFFHVV WR

LQWHUQDWLRQDO H[FKDQJHV1 ,Q SDUWLFXODU/ ZH VKRZ WKDW/ ZKLOH EHWWHU IXQGDPHQWDOV OHDG WR DQ

LQFUHDVH LQ GRPHVWLF DFWLYLW\/ PRUH DQG PRUH RI WKLV DFWLYLW\ ZLOO RFFXU DEURDG DV EHWWHU

IXQGDPHQWDOV VSXU WKH GHJUHH RI PLJUDWLRQ LQ FDSLWDO UDLVLQJ/ OLVWLQJ/ DQG WUDGLQJ WR

H[FKDQJHV DEURDG1

2WKHU DQDO\VHV ZH UHYLHZHG KDYH VKRZQ WKDW WKLV PLJUDWLRQ KDV EHHQ EHQHILFLDO LQ

PDQ\ ZD\V1 &RUSRUDWLRQV KDYH EHHQ DEOH WR DWWUDFW PRUH HDVLO\ IXQGV DW ORZHU FRVWV DQG

EHWWHU WHUPV/ DQG KDYH WDSSHG LQWR ZLGHU LQYHVWRU EDVHV1 $QG LQYHVWRUV KDYH EHHQ DEOH WR

DFTXLUH DQG VHOO VKDUHV DW PRUH OLTXLG H[FKDQJHV1 $W WKH VDPH WLPH/ WKH PLJUDWLRQ RI D

PDMRU VKDUH RI PDUNHW FDSLWDOL]DWLRQ DQG YDOXH WUDGHG DEURDG KDV KDG DGYHUVH

FRQVHTXHQFHV IRU WKH OLTXLGLW\ RI WKH UHPDLQLQJ FRPSDQLHV¶ VHFXULWLHV1

0LJUDWLRQ DOVR PDNHV LW PRUH GLIILFXOW IRU FRXQWULHV WR VXVWDLQ D IXOO\0IOHGJHG ORFDO

VWRFN H[FKDQJH1 $V WUDGLQJ YROXPHV IXUWKHU GHFUHDVH/ ILQDQFLQJ WKH IL[HG RYHUKHDG RI

PDLQWDLQLQJ PDUNHW RYHUVLJKW/ FOHDULQJ/ DQG VHWWOHPHQW V\VWHPV/ DPRQJ RWKHUV/ DQG

JHQHUDWLQJ HQRXJK RUGHU IORZ IRU ORFDO EURNHUV DQG HQRXJK EXVLQHVV IRU ORFDO LQYHVWPHQW

EDQNV/ DFFRXQWLQJ ILUPV/ DQG RWKHU VXSSRUWLQJ VHUYLFHV ZLOO EHFRPH HYHQ KDUGHU/

HVSHFLDOO\ IRU VPDOOHU HPHUJLQJ PDUNHWV1 7KH WUHQG WRZDUGV LQFUHDVHG PLJUDWLRQ ZLOO WKXV

PDNH LW PRUH GLIILFXOW IRU VPDOO H[FKDQJHV WR VXUYLYH +VHH DOVR WKH FRQWULEXWLRQV E\ /HH

DQG 6WHLO LQ WKLV YROXPH,18; 7KLV LV DOUHDG\ UHIOHFWHG LQ WKH GULYH IRU PHUJHUV DPRQJ



58

PDQ\ GHYHORSHG FRXQWULHV/ SDUWLFXODUO\ LQ (XURSH1 7KLV FRQVROLGDWLRQ RI WUDGLQJ V\VWHPV/

VSXUUHG LQ SDUW E\ WHFKQRORJLFDO DGYDQFHV/ LV QRW QHZ1 ,W RFFXUUHG LQ WKH 8161 RYHU WKH

ODVW 433 \HDUV= WKHUH ZHUH FORVH WR 533 VWRFN H[FKDQJHV LQ WKH 8161 DW WKH VWDUW RI WKH 53WK

FHQWXU\/ EXW WKHUH DUH RQO\ DERXW KDOI D GR]HQ WRGD\18< 6XUSULVLQJO\/ VWRFN H[FKDQJHV LQ

HPHUJLQJ HFRQRPLHV KDYH QRW \HW SDUWLFLSDWHG LQ WKLV WUHQG/ DOWKRXJK WKH\ DUH SRVVLEO\

PRUH DW ULVN JLYHQ WKHLU VPDOOHU VL]H DQG ZRUVH OHJDO DQG ILQDQFLDO LQIUDVWUXFWXUH1 &OHDUO\/

KRZHYHU/ SUHVVXUHV WR GR VR ZLOO LQFUHDVH DQG/ DV WHFKQRORJ\ DGYDQFHV/ WKH DELOLW\ WR

LQWHUOLQN WUDGLQJ V\VWHPV WR YDU\LQJ GHJUHHV UHPRWHO\ ZLOO LQFUHDVH1

7KH IXWXUH RI VWRFN H[FKDQJHV LQ PDQ\/ HVSHFLDOO\ HPHUJLQJ HFRQRPLHV/ LV

FRQVHTXHQWO\ QRW REYLRXV1 %XW/ WKLV GRHV QRW PHDQ WKDW ILUPV DQG LQYHVWRUV ZLOO QRW KDYH

DFFHVV WR ILQDQFLDO VHUYLFHV1 7R WKH FRQWUDU\/ FRVWV/ WHUPV/ DQG OLTXLGLW\ FDQ LPSURYH ZLWK

LQFUHDVHG PLJUDWLRQ WR H[FKDQJHV ZLWK EHWWHU UXOHV DQG JUHDWHU WUDQVSDUHQF\1 *LYHQ WKH

LQFUHDVHG UHPRWH DFFHVV WR WUDGLQJ V\VWHPV/ GRPHVWLF LQYHVWRUV QHLWKHU QHHG WR JLYH XS RQ

WKHLU DELOLW\ WR WUDGH VWRFNV/ HYHQ ZKHQ WKH\ DUH OLVWHG DEURDG1 7KH SROLF\ LPSOLFDWLRQ LV

WKDW FRXQWULHV PLJKW EH EHWWHU RII QRW IRFXVVLQJ RQ GHYHORSLQJ IXOO0IOHGJHG ORFDO VWRFN

H[FKDQJHV/ EXW UDWKHU FRQFHQWUDWH RQ FUHDWLQJ WKH FRQGLWLRQV/ VXFK DV LPSURYLQJ

VKDUHKROGHU ULJKWV DQG WKH TXDOLW\ RI ORFDO OHJDO V\VWHPV/ WKDW DOORZ FRUSRUDWLRQV WR LVVXH

DQG WUDGH VKDUHV DEURDG HIILFLHQWO\1 7KLV IDFLOLWDWLRQ ZLOO DOVR QHHG WR LQYROYH WKH

KDUPRQL]DWLRQ RI FRUSRUDWH JRYHUQDQFH/ DFFRXQWLQJ/ OLVWLQJ DQG RWKHU UXOHV ZLWK WKRVH LQ

LQWHUQDWLRQDO ILQDQFLDO FHQWHUV/ DQG LQ PDQ\ HQYLURQPHQWV WKH VWUHQJWKHQLQJ RI VHFXULWLHV

PDUNHWV¶ HQIRUFHPHQW1

,Q DGGLWLRQ/ FRXQWULHV/ HVSHFLDOO\ WKRVH ZLWK VPDOO PDUNHWV/ VKRXOG HQFRXUDJH WKDW

WKHLU ORFDO WUDGLQJ V\VWHPV DUH OLQNHG WLJKWO\ RU PHUJHG ZLWK JOREDO PDUNHWV1

)XUWKHUPRUH/ DV 6WHLO highlights, countries’ governments should encourage foreign
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trading systems and clearing and settlement operators to provide services locally, whether

in collaboration with local institutions or on their own, and if necessary, remove any

impediments against foreign participation.93  Finally, to avoid domestic institutional

investors being held captive to an increasingly illiquid and untransparent local market,

portfolio restrictions that require investment in local instruments only should be avoided.

7KHVH FRQFOXVLRQV VKRXOG UHPDLQ WHQWDWLYH/ KRZHYHU/ LQ SDUW EHFDXVH ZH GLG QRW

H[SORUH DOO SRVVLEOH GHWHUPLQDQWV RI WKH LQWHUQDWLRQDOL]DWLRQ SURFHVV1 )XUWKHUPRUH/

DOWKRXJK ZH XVHG GDWD IRU LQGLYLGXDO ILUPV/ ZH RQO\ VWXGLHG WKH SURFHVV RI

LQWHUQDWLRQDOL]DWLRQ DW WKH DJJUHJDWH OHYHO RI D FRXQWU\1 :H GLG QRW LQYHVWLJDWH ZKDW W\SHV

RI ILUPV ZHUH PRUH OLNHO\ WR EH LQWHUQDWLRQDOL]HG> LW PLJKW ZHOO EH/ IRU H[DPSOH/ WKDW WKH

LQWHUQDWLRQDOL]DWLRQ SURFHVV WR GDWH KDV PDLQO\ LQYROYHG ODUJHU FRUSRUDWLRQV ZKLFK

DOUHDG\ RSHUDWH LQWHUQDWLRQDOO\ JRLQJ DEURDG1 &DVXDO HYLGHQFH VXJJHVWV WKLV WR EH WKH

FDVH/ DOWKRXJK WKHUH KDV DOVR EHHQ D IOXUU\ RI QHZ/ LQQRYDWLYH ILUPV IURP HPHUJLQJ

PDUNHWV WKDW KDYH EHHQ DEOH WR VHFXUH ILQDQFLQJ DEURDG194

2XU DQDO\VLV GRHV/ KRZHYHU/ VXJJHVW WKDW VWRFN H[FKDQJHV LQ HPHUJLQJ PDUNHWV GR

QRW VHHP WR KDYH FRPSDUDWLYH DGYDQWDJH LQ RIIHULQJ FDSLWDO UDLVLQJ/ OLVWLQJ DQG WUDGLQJ

VHUYLFHV1 1HYHUWKHOHVV/ PDQ\ PHGLXP0VL]HG ILUPV ZLWK ORFDO LQIRUPDWLRQDO QHHGV PD\

QRW EH DEOH WR JR GLUHFWO\ RYHUVHDV1 7KLV PD\ LPSO\ D QHHG IRU VRPH PHFKDQLVP LQ HDFK

FRXQWU\ WR EULQJ ILUPV IRU WKH ILUVW WLPH WR D SXEOLF PDUNHW1 7KLV PD\ QRW QHHG WR UHTXLUH

D VWRFN H[FKDQJH/ KRZHYHU/ EXW UDWKHU DQ DFWLYH PDUNHW�LQ WKH IRUP RI YHQWXUH FDSLWDO

ILUPV/ FRPPHUFLDO EDQNV/ QRQ0EDQN ILQDQFLDO LQVWLWXWLRQV/ DQG LQVWLWXWLRQDO LQYHVWRUV ZLWK

OLQNV WR LQWHUQDWLRQDO ILQDQFLDO FHQWHUV�IRU WKH ILQDQFLQJ RI QHZ DQG H[SDQGLQJ ILUPV1

:KLOH ZH VKHG OLJKW RQ WKH LQWHUQDWLRQDOL]DWLRQ VLGH/ PRUH UHVHDUFK LV QHHGHG RQ ZKDW

FRQVWLWXWHV QRW RQO\ WKH PLQLPXP OHJDO/ EXW DOVR LQVWLWXWLRQDO VHWXS IRU VXFK DQ DFWLYH
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,QVWUXPHQWV/ 9ROXPH :/ 1XPEHU 4/ %ODFNZHOO 3XEOLVKHUV/ %RVWRQ1
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0000000000000000000/ 5334/ 'DLPOHU&KU\VOHU $*/ 7KH )LUVW 7UXO\ *OREDO 6KDUH/ PLPHR/ 2KLR
6WDWH 8QLYHUVLW\/ 'HFHPEHU1

.DURO\L/ *1 $1 DQG 51 01 6WXO]/ 53351 $UH )LQDQFLDO $VVHWV 3ULFHG /RFDOO\ RU *OREDOO\"
SUHSDUHG IRU WKH +DQGERRN RI WKH (FRQRPLFV RI )LQDQFH/ *HRUJH &RQVWDQLQLGHV/
0LOWRQ +DUULV/ DQG 5HQp 01 6WXO]/ +(GV,/ 1RUWK0+ROODQG1

.LQJ/ 51 *1 DQG 51 /HYLQH/ 4<<61 )LQDQFH DQG *URZWK= 6FKXPSHWHU 0LJKW %H 5LJKW/
4XDUWHUO\ -RXUQDO RI (FRQRPLFV 43;+6,/ :4:06:1

/D 3RUWD/ 51/ )1 /RSH]0GH06LODQHV/ $1 6KOHLIHU/ DQG 51 :1 9LVKQ\/ 4<<;1 /DZ DQG
)LQDQFH/ -RXUQDO RI 3ROLWLFDO (FRQRP\ 439+9,/ 44460881

/HH/ DQG %1 6WHLO/ 53351 &KDQJHV LQ WKH 2ZQHUVKLS DQG *RYHUQDQFH RI 6HFXULWLHV
([FKDQJHV= &DXVHV DQG &RQVHTXHQFHV/ PLPHR/ &RXQFLO RQ )RUHLJQ 5HODWLRQV1

/HYLQH/ 51/ 4<<:1 )LQDQFLDO 'HYHORSPHQW DQG *URZWK/ -RXUQDO RI (FRQRPLF /LWHUDWXUH
68/ 9;;0:59/ -XQH1

/HYLQH/ 51 DQG 61 6FKPXNOHU/ 53341 7KH (IIHFWV RI &URVV0/LVWLQJ RQ /RFDO (TXLW\
0DUNHWV/ PLPHR/:RUOG %DQN1

/HYLQH/ 51 DQG 61 =HUYRV/ 4<<;1 6WRFN 0DUNHWV/ %DQNV/ DQG (FRQRPLF *URZWK/ $PHULFDQ
(FRQRPLF 5HYLHZ ;;+6,/ 86:08;1

/LQV/ .1/ '1 6WULFNODQG/ DQG 01 =HQQHU/ 53341 'R 1RQ08161 )LUPV ,VVXH (TXLW\ RQ 8161
6WRFN ([FKDQJHV WR 5HOD[ &DSLWDO &RQVWUDLQWV/ PLPHR/ 'DYLG (FFOHV 6FKRRO RI
%XVLQHVV/ 8QLYHUVLW\ RI 8WDK1

/MXQGTYLVW/ $1/ 71 -HQNLQVRQ/ DQG :1 :LOKHOP/ 53331 *OREDO ,QWHJUDWLRQ LQ 3ULPDU\
(TXLW\ 0DUNHWV= 7KH 5ROH RI 8161 %DQNV DQG 8161 8QGHUZULWHUV/ PLPHR/ 1HZ
<RUN 8QLYHUVLW\/ 6HSWHPEHU1

0LOOHU/ '1 4<<9/:K\ GR IRUHLJQ ILUPV OLVW LQ WKH 8QLWHG 6WDWHV" $Q HPSLULFDO DQDO\VLV RI
WKH GHSRVLWDU\ UHFHLSW PDUNHW/ -RXUQDO RI )LQDQFLDO (FRQRPLFV 84/ 43604561

00000000000 DQG -1 3XWKHQSXUDFNDO/ 53331 7KH &RVWV/ :HDOWK (IIHFWV DQG 'HWHUPLQDQWV RI
,QWHUQDWLRQDO &DSLWDO 5DLVLQJ= (YLGHQFH IURP 3XEOLF <DQNHH %RQGV/ PLPHR/
,QGLDQD 8QLYHUVLW\ DQG 7H[DV $)0 8QLYHUVLW\1

0RHO/ $OEHUWR/ 5334/ 7KH 5ROH RI $PHULFDQ 'HSRVLWDU\ 5HFHLSWV LQ WKH 'HYHORSPHQW RI
(PHUJLQJ 0DUNHWV1% (FRQRPLD/ )DOO 5334/ %URRNLQJV ,QVWLWXWLRQ1

3DJDQR/ 01/ $1 5RHOO/ DQG -1 =HFKQHU/ 4<<<1 7KH *HRJUDSK\ RI (TXLW\ /LVWLQJ= :K\ 'R
(XURSHDQ &RPSDQLHV /LVW $EURDG" &6() ZRUNLQJ SDSHU 5;/ 2FWREHU1
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3DJDQR/ 01/ 21 5DQGO/ $1 5RHOO/ DQG -1 =HFKQHU/ 53341 :KDW 0DNHV 6WRFN ([FKDQJHV
6XFFHHG"= (YLGHQFH IURP &URVV0/LVWLQJ 'HFLVLRQV/ (XURSHDQ (FRQRPLF 5HYLHZ
78= ::30;51

3DJDQR/ 01/ )1 3DQHWWD/ DQG /1 =LQJDOHV/ 4<<;1 :K\ 'R &RPSDQLHV *R 3XEOLF= $Q
(PSLULFDO $QDO\VLV -RXUQDO RI )LQDQFH/ 86=4/ 5:0971

3HURWWL/ (1 DQG 31 YDQ 2LMHQ/ 53331 3ULYDWL]DWLRQ/ 3ROLWLFDO 5LVN/ DQG 6WRFN 0DUNHW
'HYHORSPHQW LQ (PHUJLQJ 0DUNHWV/ PLPHR/ 8QLYHUVLW\ RI $PVWHUGDP1

3LVWRU/ .1/ 01 5DLVHU/ DQG 61 *HOIHU/ 53331 /DZ DQG )LQDQFH LQ 7UDQVLWLRQ (FRQRPLHV/
(FRQRPLFV RI 7UDQVLWLRQ/ (%5' ;+5,/ 65809;1

3XODWNRQDN/ 01 DQG *1 6RILDQRV/ 4<<<1 7KH 'LVWULEXWLRQ RI *OREDO 7UDGLQJ LQ 1<6(0
/LVWHG 1RQ08161 6WRFN/ 1<6( :RUNLQJ 3DSHU <<036/0DUFK1

5DMDQ/ 51 DQG /1 =LQJDOHV/ 4<<;1 )LQDQFLDO 'HSHQGHQFH DQG *URZWK/ $PHULFDQ (FRQRPLF
5HYLHZ ;;+6,/ 88<08;91

5HHVH/:1 $1 -U1 DQG 01 61:HLVEDFK/ 53331 3URWHFWLRQ RI 0LQRULW\ 6KDUHKROGHU ,QWHUHVWV/
&URVV0OLVWLQJ LQ WKH 8QLWHG 6WDWHV/ DQG 6XEVHTXHQW (TXLW\ 2IIHULQJV/ PLPHR/
7XODQH 8QLYHUVLW\28QLYHUVLW\ RI ,OOLQRLV/ -DQXDU\1

6DUNLVVDQ/ 61 DQG 01 -1 6FKLOO/ 53331 7KH 2YHUVHDV /LVWLQJ 'HFLVLRQ= 1HZ (YLGHQFH RI
3URPL[LW\ 3UHIHUHQFH/ PLPHR/0F*LOO 8QLYHUVLW\28QLYHUVLW\ RI &DOLIRUQLD/ $SULO1

6FKPXNOHU/ 61 DQG (1 9HVSHURQL/ 5334D1 *OREDOL]DWLRQ DQG )LUPV¶ )LQDQFLQJ &KRLFHV=
(YLGHQFH IURP (PHUJLQJ (FRQRPLHV/ :RUOG %DQN 3ROLF\ 5HVHDUFK :RUNLQJ
3DSHU 56561

00000000000000000000000000000000000000000/ 5334E1 )LUPV¶ )LQDQFLQJ &KRLFHV LQ %DQN0%DVHG DQG
0DUNHW0%DVHG (FRQRPLHV/ LQ )LQDQFLDO 6WUXFWXUH DQG (FRQRPLF *URZWK/ $VOL
'HPLUJXF0.XQW DQG 5RVV /HYLQH HGV1/ 0,7 3UHVV/ SS1 67:06:81

6FKPLHGHO/ +1/ 53341 7HFKQRORJLFDO 'HYHORSPHQW DQG &RQFHQWUDWLRQ RI 6WRFN ([FKDQJHV
LQ (XURSH/ %DQN RI )LQODQG 'LVFXVVLRQ 3DSHUV 54253341

6WHLO/ %HQQ/ 5334/ &UHDWLQJ 6HFXULWLHV 0DUNHWV LQ 'HYHORSLQJ &RXQWULHV= $ 1HZ
$SSURDFK IRU WKH $JH RI $XWRPDWHG 7UDGLQJ/ ,QWHUQDWLRQDO )LQDQFH 7=5/
6XPPHU 5334= SS58:05:;1

6XEUDKPDQ\DP/ $1 DQG 61 7LWPDQ/ 4<<<1 7KH *RLQJ03XEOLF 'HFLVLRQ DQG WKH
'HYHORSPHQW RI )LQDQFLDO 0DUNHWV/ -RXUQDO RI )LQDQFH 87+6,/ 43780;51
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(QGQRWHV

4 7KHUH DUH GLIIHUHQW DOWHUQDWLYHV WR FURVV0OLVW GRPHVWLF VWRFNV LQ LQWHUQDWLRQDO ILQDQFLDO

PDUNHWV1 $ WUDGLWLRQDO ZD\ LV WR FURVV0OLVW WKH VKDUH DW DQRWKHU H[FKDQJH1 (XURSHDQ

FRPSDQLHV XVH WKLV PHWKRG RI LQWHUQDWLRQDOL]DWLRQ PRVW RIWHQ1 $ YHU\ SRSXODU ZD\ WR

LQWHUQDWLRQDOL]H DPRQJ HPHUJLQJ PDUNHWV¶ ILUPV GXULQJ WKH 4<<3V LV WKURXJK GHSRVLWDU\

UHFHLSWV/ FDOOHG $PHULFDQ 'HSRVLWDU\ 5HFHLSWV +$'5V, RU *OREDO 'HSRVLWDU\ 5HFHLSWV

+*'5V,1 7KHVH DUH IRUHLJQ FXUUHQF\0GHQRPLQDWHG GHULYDWLYH LQVWUXPHQWV/ LVVXHG E\

LQWHUQDWLRQDO EDQNV OLNH %DQN RI 1HZ <RUN RU &LWLEDQN/ UHSUHVHQWLQJ KRPH VHFXULWLHV KHOG

ZLWK D ORFDO FXVWRGLDQ1 '5 SURJUDPV JURZ RU VKULQN GHSHQGLQJ RQ GHPDQG/ VLQFH WKH

LVVXDQFH RI '5V DQG WKH FRQYHUVLRQ EDFN WR WKH XQGHUO\LQJ VKDUHV RQO\ LQYROYH D VPDOO

WUDQVDFWLRQ FRVW1 '5V WUDGH LQ LQWHUQDWLRQDO PDUNHWV1 )RU H[DPSOH/ 8161 GROODU0

GHQRPLQDWHG $'5V IURP 0H[LFDQ FRPSDQLHV WUDGH DW WKH 1HZ <RUN 6WRFN ([FKDQJH1 $

PRUH UHFHQWO\ LQWURGXFHG PHFKDQLVP LV WKH JOREDO UHJLVWHUHG VKDUH +*56,/ XVHG E\ ODUJH

PXOWLQDWLRQDO ILUPV> VHH .DURO\L +5334, IRU DQ DQDO\VLV RI D UHFHQW FDVH1 .DURO\L +4<<;,

DQG 3XODWNRQDN DQG 6RILDQRV +4<<<, SURYLGH PRUH GHWDLOV DQG D FRPSOHWH UHYLHZ RI WKH

RSWLRQV WR OLVW LQWHUQDWLRQDOO\1

5 6HH /HYLQH DQG 6FKPXNOHU +5334,1

6 6HH /HYLQH +4<<:, IRU DQ HDUOLHU UHYLHZ1

7 .LQJ DQG /HYLQH +4<<6,1

8 /D 3RUWD/ /RSH]0GH06LODQHV/ 6KOHLIHU/ DQG 9LVKQ\ +4<<;,1

9 5DMDQ DQG =LQJDOHV +4<<;,1

: %HFN/ 'HPLUJXF0.XQW/ /HYLQH/ DQG 0DNVLPRYLF +5334,1

; +HQU\ +5333D, DQG +5333E,1
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< %HNDHUW/ +DUYH\/ DQG /OXQGEODG +5334,1

43 'HPLUJXF0.XQW DQG /HYLQH +5334,1

44 &DWDODQ/ ,PSDYLGR/ DQG 0XVDOHP +5333,1

45 &ODHVVHQV/ 'MDQNRY/ DQG .OLQJHELHO +5334,1

46 3HURWWL DQG YDQ 2LMHQ +5333,1

47 6HH /HYLQH DQG =HUYRV +4<<;,1

48 'RPRZLW]/ *OHQ/ DQG 0DGKDYDQ +5333D,1

49 -DLQ +5334,

4: 3DJDQR/ 3DQHWWD/ DQG =LQJDOHV/ +4<<;,1

4; 6XEUDKPDQ\DP DQG 7LWPDQ +4<<<,1

4< 'RPRZLW]/ *OHQ/ DQG 0DGKDYDQ +5333E,1

53 /MXQJTYLVW/ -HQNLQVRQ/ DQG :LOKHOP +5333,1

540LOOHU +4<<9, DQG )RHUVWHU DQG .DURO\L +4<<<,1

55 3XODWNRQDN DQG 6RILDQRV +4<<<,1

56 3DJDQR/ 5RHOO/ DQG =HFKQHU +4<<<,1

57 6DUNLVVDQ DQG 6FKLOO +5333,1

58 +DUJLV +5333,1

590RHO/ 53341

5: 5HHVH DQG :HLVEDFK +5333,1

5; 3DJDQR/ 3DQHWWD/ DQG =LQJDOHV +5334,1

5< 'RLGJH/ .DURO\L/ DQG 6WXO] +5334,1

630LOOHU DQG 3XWKHQSXUDFNDO +5333,1

64 )RU DQ HDUO\ UHYLHZ VHH .DURO\L +4<<;,1 6HH DOVR .DURO\L DQG 6WXO] +5335, IRU D PRUH

JHQHUDO UHYLHZ RI WKH OLWHUDWXUH RQ WKH SULFLQJ RI DVVHWV LQWHUQDWLRQDOO\1
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65 )RHUVWHU DQG .DURO\L +5333,1

66 &KDSOLQNV\ DQG 5DPFKDQG +5333,1

67 /LQV/ 6WULFNODQG/ DQG =HQQHU +5333,1

68 6FKPXNOHU DQG 9HVSHURQL +5334D, DQG +5334E,1

69 5HHVH DQG :HLVEDFK +5333,1

6: %DNHU/ 1RIVLQJHU/ DQG :HDYHU +4<<<,1

6; 'RLGJH +5334,1

6< .DURO\L +5334,1

73 Clayton, Jorgensen, and Kavajecz (1999).

74 6FKPLHGHO +5334,1

75 Domowitz and Steil (1999).

76 Steil (2001).

77 8VLQJ WKHVH GDWD/ ZH H[WUDSRODWH WKH DPRXQW WUDGHG LQ 'HFHPEHU 5333 WR REWDLQ DQ

HVWLPDWH IRU WKH YDOXH WUDGHG DEURDG GXULQJ 53331

78 6LQFH ZH KDYH RQO\ GDWD IRU WUDGLQJ LQ $'5V/ ZH FDQQRW VWXG\ ZKHWKHU GLIIHUHQFHV LQ

IRUPV RI LQWHUQDWLRQDOL]DWLRQ +H1J1/ FURVV0OLVWLQJ/ $'5V2*'5/ YHUVXV JOREDO VKDUHV, PDWWHU

IRU WKH OLTXLGLW\1

79 7KH XVH RI ERWK GDWD VHWV KHOS XV/ WR VRPH H[WHQW/ FURVV FKHFN WKH GDWD/ REWDLQ PLVVLQJ

LQIRUPDWLRQ/ DQG FRUUHFW UHSRUWLQJ HUURUV1

7: $V WRWDO PDUNHW FDSLWDOL]DWLRQ ZH XVH WKH PDUNHW FDSLWDOL]DWLRQ LQ WKH GRPHVWLF PDUNHW1

7KLV LQFOXGHV VKDUHV WKDW DUH WUDGHG GRPHVWLFDOO\ DQG VKDUHV WKDW DUH WUDGHG LQWHUQDWLRQDOO\

WKURXJK '5V1 ,W GRHV QRW FDSWXUH WKH PDUNHW FDSLWDOL]DWLRQ RI FRPSDQLHV FURVV0OLVWHG LQ

LQWHUQDWLRQDO VWRFN H[FKDQJHV +ZKDW LV GLIILFXOW WR REWDLQ,/ VR RXU PHDVXUH LV DQ

XQGHUHVWLPDWH RI WKH WUXH WRWDO PDUNHW FDSLWDOL]DWLRQ1
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7; 7R VDYH VSDFH/ ZH GR QRW UHSRUW WDEOHV RU ILJXUHV ZLWK WKH QXPEHUV IRU GLIIHUHQW UHJLRQV

RU FRXQWULHV1 :H MXVW KLJKOLJKW VRPH RI WKH LQWHUHVWLQJ UHVXOWV LQ WKH WH[W1

7< 7KLV UHIOHFWV WKH WZR RIIVHWWLQJ HIIHFWV1 :KLOH/ RQ RQH KDQG/ WUDGLQJ DEURDG KDV

LQFUHDVHG DV D VKDUH RI *'3/ DW WKH VDPH WLPH/ WUDGLQJ GRPHVWLFDOO\ KDV LQFUHDVHG HYHQ

PRUH/ WKXV OHDGLQJ WR D UHODWLYH ORZHU VKDUH1 2I FRXUVH/ WKH VDPSOH RI KLJK0LQFRPH

FRXQWULHV LQFOXGHV LQ SDUW WKH FRXQWULHV ZKHUH WKH OLVWLQJ LWVHOI LV DFWXDOO\ WDNLQJ SODFH +WKH

8161 DQG WKH 81.1/ DOWKRXJK WKHVH FRXQWULHV ZHUH QRW XVHG LQ WKH VXEVHTXHQW VHFWLRQ WR

H[SODLQ WKH GHWHUPLQDQWV RI LQWHUQDWLRQDOL]DWLRQ,1 7KH WUHQG LQ GHYHORSHG FRXQWULHV LV DOVR

DIIHFWHG E\ WKH GDWD DYDLODELOLW\= ZKLOH ZH KDYH JRRG GDWD IRU WKH WUDGLQJ LQ $'5V DQG

*'5V/ WKH PDLQ YHKLFOH XVHG IRU LQWHUQDWLRQDOL]DWLRQ E\ ORZ0LQFRPH DQG PLGGOH0LQFRPH

FRXQWULHV/ ZH GR QRW FRYHU WKH WUDGLQJ LQ FURVV0OLVWHG VWRFNV/ D YHKLFOH PRUH W\SLFDOO\ XVHG

E\ KLJK0LQFRPH FRXQWULHV1 $V D UHVXOW/ ZH SUREDEO\ XQGHUHVWLPDWH WKH

LQWHUQDWLRQDOL]DWLRQ WUHQG IRU KLJK0LQFRPH FRXQWULHV1

83 /D 3RUWD/ /RSH]0GH06LODQHV/ DQG 6KOHLIHU +4<<;,1

84 3LVWRU/ 5DLVHU/ DQG *HOIHU +5333,1

85 7KH WUDGLQJ YDULDEOH LQFOXGHV RQO\ GLUHFW FRPPLVVLRQV DQG IHHV1 :H DOVR ORRNHG DW WKH

WRWDO FRVWV RI FRQGXFWLQJ D WUDGH/ WKDW LV/ LQFOXGLQJ SULFH LPSDFW FRVWV/ EXW GLG QRW ILQG

YHU\ GLIIHUHQW UHODWLRQV1

86 7KLV PHDVXUH KDV VRPH GUDZEDFNV DV WKH ,0) UHYLVHG WKH UHSRUWLQJ IRUPDW IRU FDSLWDO

DFFRXQW UHVWULFWLRQV LQ 4<<9/ ZKHQ WKH ,0) VWDUWHG WR SURYLGH PRUH GHWDLOV RQ DVSHFWV RI

FDSLWDO DFFRXQW OLEHUDOL]DWLRQ1 %HIRUH 4<<9/ WKH ,0) PHDVXUH RI FDSLWDO DFFRXQW

OLEHUDOL]DWLRQ LV D VLPSO\ GXPP\ YDULDEOH1 $V D FRQVHTXHQFH/ ZH QHHGHG WR VSOLFH WKH

WZR VHULHV WRJHWKHU WR FUHDWH D VHULHV RI FDSLWDO DFFRXQW IUHHGRP JRLQJ EDFN1 :H GR WKLV

E\ XVLQJ WKH \HDU0E\0\HDU GXPP\ PHDVXUHV XS WR 4<<8 DQG WKHQ FUHDWH D VLQJOH
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OLEHUDOL]DWLRQ GXPP\ DIWHU 4<<9 LI DW OHDVW KDOI RI WKH GHWDLOHG DVSHFWV FRYHUHG E\ WKH ,0)

VLJQDOHG OLEHUDOL]DWLRQ1

87 .DPLQVN\ DQG 6FKPXNOHU +5334,1

88 :H VKRXOG QRWH KHUH WKDW/ LQ DGGLWLRQ WR WKH YDULDEOHV DOUHDG\ PHQWLRQHG/ ZH DOVR XVHG

VRPH RWKHU PDFURHFRQRPLF DQG LQVWLWXWLRQDO YDULDEOHV/ LQFOXGLQJ LQWHUHVW UDWH

GLIIHUHQWLDOV/ LQGH[HV RQ WKH GHJUHH RI FRUUXSWLRQ/ WKH TXDOLW\ RI DFFRXQWLQJ VWDQGDUGV/

RWKHU PHDVXUHV RI ILQDQFLDO OLEHUDOL]DWLRQ/ DQG FRXQWU\ GDWD RQ FDSLWDO IORZV LQ WKH IRUP RI

ERQGV/ HTXLWLHV/ DQG IRUHLJQ GLUHFW LQYHVWPHQW1 0RVW RI WKHVH YDULDEOHV ZHUH FORVH SUR[LHV

WR WKH YDULDEOHV ZH GLG XVH +VXFK DV LQIODWLRQ LQ WKH FDVH RI LQWHUHVW UDWH GLIIHUHQWLDOV DQG

FRUUXSWLRQ IRU WKH LQVWLWXWLRQDO YDULDEOHV,> ZH JHQHUDOO\ REWDLQHG VLPLODU UHVXOWV/

HVSHFLDOO\ IRU WKH RWKHU LQVWLWXWLRQDO YDULDEOHV1 :H KDYH QRW VXIILFLHQW GHWDLO RQ WKH

LQVWLWXWLRQDO PDUNHW VWUXFWXUH DQG WUDGLQJ V\VWHPV LQ RXU VDPSOH RI FRXQWULHV/ LQFOXGLQJ

WKH GHJUHH RI ORFDO FRPSHWLWLRQ DPRQJ H[FKDQJHV DQG WUDGLQJ V\VWHPV/ DOWKRXJK -DLQ

+5333, DQG RWKHUV KDYH IRXQG WKHVH YDULDEOHV WR EH LPSRUWDQW IRU PDUNHW OLTXLGLW\1

89 6HH IXUWKHU &ODHVVHQV/ .OLQJHELHO/ DQG 6FKPXNOHU +5335,1 $OVR &ODHVVHQV/ .OLQJHELHO/

DQG 6FKPXNOHU +5334, VWXG\ WKH UHODWLRQV EHWZHHQ VWRFN PDUNHWV GHYHORSPHQW DQG

IRUHLJQ GLUHFW LQYHVWPHQW DQG RWKHU FDSLWDO IORZV1

8: :H XVHG SDQHO HVWLPDWLRQ HPSOR\LQJ IL[HG HIIHFWV DV ZHOO DV UDQGRP HIIHFWV PRGHO1

:H DSSOLHG JHQHUDOL]HG OHDVW VTXDUHV HVWLPDWHV IRU WKH YDULDEOHV UHODWHG WR GRPHVWLF

PDUNHW GHYHORSPHQW1 )RU WKH YDULDEOHV FDSWXULQJ LQWHUQDWLRQDOL]DWLRQ/ ZH HVWLPDWHG

UDQGRP HIIHFWV WRELW PRGHOV1 ,Q WKH UHJUHVVLRQ UHVXOWV/ ZH GLG QRW FRQVLGHU WKH SRVVLEOH

LQWHUUHODWLRQV EHWZHHQ VRPH RI WKH GHSHQGHQW YDULDEOHV +H1J1/ EHWZHHQ WUDGLQJ DQG FDSLWDO

UDLVLQJ DEURDG, DQG WLPH ODJV +H1J1/ SULYDWL]DWLRQ FRXOG VWLPXODWH QHZ RIIHULQJV

GRPHVWLFDOO\ RU HQKDQFH FUHGLELOLW\ OHDGLQJ WR LQFUHDVHG VWRFN PDUNHW GHYHORSPHQW DQG
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UHSHDWHG RIIHULQJV,1 $V ZH UDQ SDQHO UHJUHVVLRQV/ ZH GR QRW EHOLHYH WKDW RXU UHVXOWV DUH

DIIHFWHG E\ WKH JHQHUDO EXOO SHULRG IRU QHZ OLVWLQJV RI WKH 4<<3V/ DV WKDW SHULRG DIIHFWHG

PDQ\ FRXQWULHV VLPLODUO\ DQG RXU HVWLPDWLRQV VKHG OLJKW RQ WKH FURVV0FRXQWU\ YDULDWLRQ1

6WLOO/ WKH UHJUHVVLRQV PD\ VXIIHU IURP WKH SRVVLEOH HQGRJHQHLW\ RI VRPH YDULDEOHV/ VXFK DV

EHWZHHQ WKH OHYHO RI HFRQRPLF GHYHORSPHQW DQG WKH VL]H RI WKH VWRFN PDUNHW/ WKH JURZWK

RI WKH HFRQRP\ DQG ILUPV¶ H[WHUQDO ILQDQFLQJ UHTXLUHPHQWV/ RU EHWZHHQ WKH OHYHO RI

WUDGLQJ FRVWV DQG YDOXH WUDGHG1 :H GLG QRW WU\ WR DGMXVW IRU HQGRJHQHLW\/ LQ SDUW EHFDXVH

WKH UHVXOWV ZHUH JHQHUDOO\ UREXVW WR WKH HVWLPDWLRQ WHFKQLTXHV HPSOR\HG DQG WR WKH XVH RI

DOWHUQDWLYH VSHFLILFDWLRQV/ LQFOXGLQJ FURVV0VHFWLRQ UHJUHVVLRQV IRU ZKLFK WKH HQGRJHQHLW\

SUREOHP LV OHVV OLNHO\ WR DULVH1 +RZHYHU/ LW UHPDLQV ZRUWK WHVWLQJ IRU SRWHQWLDO

HQGRJHQHLW\ SUREOHPV1

8; /HH DQG 6WHLO +5335,1

8<:H OLNH WR WKDQN RXU GLVFXVVDQW IRU EULQJLQJ WKLV IDFW WR RXU DWWHQWLRQ1

93 6WHLO +5334,1

94 7KH PRVW LPSRUWDQW ILUP0VSHFLILF FKDUDFWHULVWLF GHWHUPLQLQJ LQWHUQDWLRQDOL]DWLRQ LQ

WHUPV RI FDSLWDO UDLVLQJ PD\ KDYH EHHQ ZKHWKHU RU QRW LW LQYROYHG D SULYDWL]DWLRQ1 0DQ\

RI WKH SULYDWL]DWLRQV LQ WKH 4<<3V RI WHOHFRPPXQLFDWLRQV DQG RWKHU VWDWH0RZQHG

HQWHUSULVHV ZHUH WRR ODUJH WR EH IORDWHG SXUHO\ GRPHVWLFDOO\ DQG PRVW LQYROYHG ODUJH

LQWHUQDWLRQDO WUDQFKHV1



)LJXUH 4

7KLV ILJXUH VKRZV WKH HYROXWLRQ RYHU WLPH RI WKH UDWLR RI PDUNHW FDSLWDOL]DWLRQ RYHU *'3 DQG WKH UDWLR RI YDOXH WUDGHG GRPHVWLFDOO\ RYHU
*'3 DQG RYHU PDUNHW FDSLWDOL]DWLRQ 1 7KH VHULHV DUH DJJUHJDWHG DFURVV FRXQWULHV JURXSHG E\ LQFRPH OHYHO/ IROORZLQJ WKH FODVVLILFDWLRQ RI WKH
: RUOG 'HYHORSPHQW ,QG LFDWRUV / :RUOG %DQN / VHH $SSHQGL[ 7DEOH ,1 7KH VRXUFH LV 6WDQGDUG ) 3RRU *V +IR UPHU ,)& , (PHUJLQJ 0 DUNHWV
'DWDEDVH 1

6WRFN 0DUNHW 'HYHORSPHQW

0DUNHW &DSLWDOL]DWLRQ 2 *'3
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9DOXH 7UDGHG 'RPHVWLFDOO\ 2 0DUNHW &DSLWDOL]DWLRQ
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+LJK0,QFRPH &RXQWULHV 0 LGGOH0,QFRPH &RXQWULHV /RZ 0,QFRPH &RXQWULHV



)LJXUH 5
,Q WHUQDWLRQDOL]DWLRQ RI 6 WRFN 0 DUNHWV 0 3DUW $

7KLV ILJXUH VKRZV WKH HYR OXWLRQ RYHU WLP H RI WKH UD WLR R I PDUNHW FDS LWD OL]D WLRQ RI ILUP V Z LWK LQWHUQD WLRQDO OLVWLQJV RYHU WR WD O P DUNHW FDS LWD OL]D WLRQ
DQG WKH UD WLR R I YDOXH WUDGHG DEURDG RYHU *'3 DQG RYHU WR WD O YDOXH WUDGHG GRPHVWLFD OO\ 1 7KH YDOXH WUDGHG DEURDG GDWD DUH FRPSXWHG E\
DJJUHJDWLQJ ILUP 0OHYHO GDWD IURP %DQN RI 1 HZ <RUN 1 7KH VHULHV DUH DYHUDJHV DFURVV FRXQWULHV JURXSHG E\ LQFRPH OHYHO/ IR OORZLQJ WKH
FODVVLILFD WLRQ RI WKH : RUOG ' HYHORSPHQW ,QG LFDWR UV/ : RUOG % DQN / VHH $SSHQG L[ 7 DE OH , 1 7KH VRXUFH LV % DQN RI 1 HZ <RUN 1

0 DUNHW &DSLWD OL]DWLRQ RI ,QWHUQDWLRQDO ) LUP V 2 0 DUNHW &DS LWD OL]DWLRQ R I $ OO ) LUP V
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9DOXH 7 UDGHG $EURDG 2 9DOXH 7 UDGHG 'RPHVWLFD OO\
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+ LJK 0,QFRP H &RXQWULHV 0 LGG OH 0,QFRP H &RXQWULHV /RZ 0,QFRP H &RXQ WULHV

9DOXH 7UDGHG $EURDG 2 *'3
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+LJK0,QFRPH &RXQWULHV 0LGGOH0,QFRPH &RXQWULHV /RZ0,QFRPH &RXQWULHV

)LJXUH 6
,QWHUQDWLRQDOL]DWLRQ RI 6WRFN0DUNHWV 0 3DUW %

7KLV ILJXUH VKRZV WKH HYROXWLRQ RYHU WLPH RI WKH UDWLR RI FDSLWDO UDLVHG LQ LQWHUQDWLRQDO PDUNHWV RYHU *'3 DQG RYHU FDSLWDO UDLVHG GRPHVWLFDOO\1 7KLV
FDSLWDO UDLVHG LQ LQWHUQDWLRQDO PDUNHWV LV FRPSXWHG E\ DJJUHJDWLQJ ILUP0OHYHO GDWD IURP %DQN RI 1HZ <RUN DQG (XURPRQH\1 7KH VHULHV DUH DYHUDJHV
DFURVV FRXQWULHV JURXSHG E\ LQFRPH OHYHO/ IROORZLQJ WKH FODVVLILFDWLRQ RI WKH :RUOG 'HYHORSPHQW ,QGLFDWRUV/:RUOG %DQN/ VHH $SSHQGL[ 7DEOH ,1 7KH
VRXUFHV DUH (XURPRQH\ DQG %DQN RI 1HZ<RUN1

&DSLWDO 5DLVHG $EURDG 2&DSLWDO 5DLVHG 'RPHVWLFDOO\

3
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&DSLWDO 5DLVHG $EURDG 2*'3
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)LJXUH 7
6FDWWHU 3ORWV 0 6WRFN 0DUNHW 'HYHORSPHQW

7KLV ILJXUH VKRZV WKH JUDSKV RI PDUNHW FDSLWDOL]DWLRQ RYHU *'3 +LQ WKH YHUWLFDO D[LV, DJDLQVW ORJ RI *'3 SHU FDSLWD/ LQIODWLRQ +SHUFHQWDJH SHU \HDU,/
HQIRUFHPHQW RI VKDUHKROGHUV ULJKWV/ DQG WUDGLQJ FRVWV 0 IHHV DQG FRPPLVVLRQV +LQ EDVLV SRLQWV,/ UHVSHFWLYHO\1 7KH GDWD DUH DYHUDJHV E\ FRXQWU\ RYHUWLPH/
ZLWK WKH DYDLODEOH GDWD LQ WKH SHULRG 4<:8 0 53331 7KH VRXUFHV DUH 6WDQGDUG ) 3RRU*V +IRUPHU ,)&, (PHUJLQJ 0DUNHWV 'DWDEDVH IRU GDWD RQ PDUNHW
FDSLWDOL]DWLRQ LQ GRPHVWLF PDUNHWV> :RUOG 'HYHORSPHQW ,QGLFDWRUV/ :RUOG %DQN/ IRU *'3 / *'3 SHU FDSLWD/ DQG LQIODWLRQ> /D 3RUWD HW DO1 +4<<;,/ 3LVWRU
HW DO1 +5333,/ DQG &RXQWU\ 5LVN *XLGH IRU HQIRUFHPHQW RI VKDUHKROGHUV ULJKWV> (ONLQV20F6KHUU\ &R1/ ,QF1 IRU WUDGLQJ FRVWV1

0DUNHW &DSLWDOL]DWLRQ 2 *'3

3133

3183

4133

4183

5133

5183

7 8 9 : ; < 43 44

/RJ RI *'3 SHU FDSLWD

3133

3183

4133

4183

5133

5183

3 83 433 483 533 583

,QIODWLRQ

3133

3183

4133

4183

5133

5183

3 8 43 48 53 58 63 68

(QIRUFHPHQW RI 6KDUHKROGHUV 5LJKWV

3133

3183

4133

4183

5133

5183

3 53 73 93 ;3 433 453
7UDGLQJ &RVWV 0 )HHV DQG &RPPLVVLRQV



)LJXUH 8
6FDWWHU 3ORWV 0 ,QWHUQDWLRQDOL]DWLRQ RI 6WRFN 0DUNHWV

7KLV ILJXUH VKRZV WKH JUDSKV RI PDUNHW FDSLWDOL]DWLRQ RI LQWHUQDWLRQDO ILUPV RYHU WRWDO PDUNHW FDSLWDOL]DWLRQ +LQ WKH YHUWLFDO D[LV, DJDLQVW ORJ RI *'3 SHU
FDSLWD/ LQIODWLRQ +SHUFHQWDJH SHU \HDU,/ HQIRUFHPHQW RI VKDUHKROGHUV ULJKWV/ DQG WUDGLQJ FRVWV 0 IHHV DQG FRPPLVVLRQV +LQ EDVLV SRLQWV,/ UHVSHFWLYHO\1
7KHVH YDULDEOHV DUH DYHUDJHV E\ FRXQWU\ RYHUWLPH/ ZLWK WKH DYDLODEOH GDWD LQ WKH SHULRG 4<:8 0 53331 7KH VRXUFHV DUH 6WDQGDUG ) 3RRU*V +IRUPHU ,)&,
(PHUJLQJ 0DUNHWV 'DWDEDVH IRU GDWD RQ PDUNHW FDSLWDOL]DWLRQ LQ GRPHVWLF PDUNHWV> :RUOG 'HYHORSPHQW ,QGLFDWRUV/ :RUOG %DQN/ IRU *'3/ *'3 SHU
FDSLWD/ DQG LQIODWLRQ> /D 3RUWD HW DO1 +4<<;,/ 3LVWRU HW DO1 +5333,/ DQG &RXQWU\ 5LVN *XLGH IRU HQIRUFHPHQW RI VKDUHKROGHUV ULJKWV> (ONLQV20F6KHUU\ &R1/
,QF1 IRU WUDGLQJ FRVWV1

0DUNHW &DSLWDOL]DWLRQ RI ,QWHUQDWLRQDO )LUPV 2 7RWDO 0DUNHW &DSLWDOL]DWLRQ

3133

3143

3153

3163

3173

3183

3193

31:3

31;3

31<3

7 8 9 : ; < 43 44

/RJ RI *'3 SHU FDSLWD

3133

3143

3153

3163

3173

3183

3193

31:3

31;3

31<3

3 83 433 483 533 583

,QIODWLRQ

3133

3143

3153

3163

3173

3183

3193

31:3

31;3

31<3

3 8 43 48 53 58 63 68

(QIRUFHPHQW RI 6KDUHKROGHUV 5LJKWV

3133

3143

3153

3163

3173

3183

3193

31:3

31;3

31<3

3 53 73 93 ;3 433 453

7UDGLQJ &RVWV 0 )HHV DQG &RPPLVVLRQV



1R12EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1 1R12EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1
+LJK0,QFRPH &RXQWULHV 57 3175 3164 4145 3139 3165 5; 414: 31;< 61;6 3147 31;:
0LGGOH0,QFRPH &RXQWULHV 44 3169 3147 4156 3135 3175 4; 3178 315; 4197 3137 3176
/RZ0,QFRPH &RXQWULHV 4; 3145 3139 3183 3134 3146 63 3153 3146 31:3 3133 314;
7RWDO 86 3164 314; 4156 3134 3165 :9 3195 3167 61;6 3133 31:5

1R12EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1 1R12EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1
+LJK0,QFRPH &RXQWULHV 56 3149 3144 3188 3134 314: 5; 4133 3199 6153 3136 31<7
0LGGOH0,QFRPH &RXQWULHV 44 313: 3137 3163 3133 3143 4; 314; 313; 31;; 3134 3159
/RZ0,QFRPH &RXQWULHV 4; 3136 3133 315: 3133 313: 63 313: 3135 319: 3133 3147
7RWDO 85 3143 3137 3188 3133 3147 :9 3177 313< 6153 3133 31:6

1R12EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1 1R12EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1
+LJK0,QFRPH &RXQWULHV 56 317; 3167 419: 3134 3179 5; 31;9 31:8 61<: 3137 31::
0LGGOH0,QFRPH &RXQWULHV 44 3157 3159 319< 3135 314< 4; 317: 3164 518: 3136 3195
/RZ0,QFRPH &RXQWULHV 4; 314: 3139 31<9 3134 3158 5: 315< 3147 417< 3135 316:
7RWDO 85 3165 3157 419: 3134 316: :6 3188 316; 61<: 3135 3199

9DOXH 7UDGHG 2*'3

5333

7DEOH 4

0DUNHW &DSLWDOL]DWLRQ 2*'3

9DOXH 7UDGHG 20DUNHW &DSLWDOL]DWLRQ

9DOXH 7UDGHG 2*'3

7KLV WDEOH VKRZV WKH VXPPDU\ VWDWLVWLFV RI WKH UDWLR RI PDUNHW FDSLWDOL]DWLRQ RYHU *'3 DQG WKH UDWLR RI YDOXH WUDGHG GRPHVWLFDOO\ RYHU *'3 DQG RYHU PDUNHW FDSLWDOL]DWLRQ DW WZR
SRLQWV LQ WLPH1 7KH VHULHV DUH DYHUDJHV DFURVV FRXQWULHV JURXSHG E\ LQFRPH OHYHO/ IROORZLQJ WKH FODVVLILFDWLRQ RI WKH :RUOG 'HYHORSPHQW ,QGLFDWRUV/:RUOG %DQN/ VHH $SSHQGL[
7DEOH ,1 7KH VRXUFH LV 6WDQGDUG)3RRU*V +IRUPHU ,)&, (PHUJLQJ0DUNHWV 'DWDEVH1

6XPPDU\ 6WDWLVWLFV 0 6WRFN0DUNHW 'HYHORSPHQW

4<<3

0DUNHW &DSLWDOL]DWLRQ 2*'3

9DOXH 7UDGHG 20DUNHW &DSLWDOL]DWLRQ



1R12EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1 1R12EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1
+LJK0,QFRPH &RXQWULHV 4 3134 3134 3134 3134 1 9 3164 316: 318; 3136 3155
0LGGOH0,QFRPH &RXQWULHV ; 3145 3136 3194 3133 3154 48 3188 3195 4133 3137 3159
/RZ0,QFRPH &RXQWULHV < 3138 3133 315< 3133 3143 58 315: 3147 41<6 3133 316<
7RWDO 4; 313; 3133 3194 3133 3149 79 316: 3166 41<6 3133 3168

1R12EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1 1R12EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1
+LJK0,QFRPH &RXQWULHV 57 3133: 31334 3138< 31333 31348 59 31464 31356 41776 31333 315<5
0LGGOH0,QFRPH &RXQWULHV 4; 31334 31333 31353 31333 31338 4; 31358 31336 31453 31333 3136;
/RZ0,QFRPH &RXQWULHV 65 31333 31333 31333 31333 31333 57 31338 31333 31373 31333 31345
7RWDO :7 31336 31333 3138< 31333 3133< 9; 3138< 3133: 41776 31333 314;<

1R12EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1 1R12EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1
+LJK0,QFRPH &RXQWULHV 54 316<4 31336 :1797 31333 41955 59 31553 31366 5176; 31333 31843
0LGGOH0,QFRPH &RXQWULHV 44 3135< 31333 315:4 31333 313;5 4; 316<; 31336 514:: 31333 31:39
/RZ0,QFRPH &RXQWULHV 4; 31333 31333 31333 31333 31333 5< 3139< 31333 41754 31333 31597
7RWDO 83 314:3 31333 :1797 31333 41387 :6 31537 3133< 5176; 31333 31835

9DOXH 7UDGHG$EURDG 29DOXH 7UDGHG'RPHVWLFDOO\

5333

7DEOH 5

9DOXH 7UDGHG$EURDG 29DOXH 7UDGHG'RPHVWLFDOO\

9DOXH 7UDGHG$EURDG 2*'3

0DUNHW &DSLWDOL]DWLRQ RI ,QWHUQDWLRQDO )LUPV 2
7RWDO 0DUNHW &DSLWDOL]DWLRQ

4<<3

6XPPDU\ 6WDWLVWLFV 0 ,QWHUQDWLRQDOL]DWLRQ RI 6WRFN0DUNHWV 0 3DUW $
7KLV WDEOH VKRZV WKH VXPPDU\ VWDWLVWLFV RI WKH UDWLR RI PDUNHW FDSLWDOL]DWLRQ RI ILUPV ZLWK LQWHUQDWLRQDO OLVWLQJV RYHU WKH WRWDO PDUNHW FDSLWDOL]DWLRQ DQG WKH UDWLR RI YDOXH WUDGHG
DEURDG RYHU *'3 DQG RYHU WRWDO YDOXH WUDGHG GRPHVWLFDOO\ DW WZR SRLQWV LQ WLPH1 7KH YDOXH WUDGHG DEURDG GDWD DUH FRPSXWHG E\ DJJUHJDWLQJ ILUP0OHYHO GDWD IURP%DQN RI 1HZ
<RUN1 7KH VHULHV DUH DYHUDJHV DFURVV FRXQWULHV JURXSHG E\ LQFRPH OHYHO/ IROORZLQJ WKH FODVVLILFDWLRQ RI WKH:RUOG 'HYHORSPHQW ,QGLFDWRUV/:RUOG %DQN/ VHH $SSHQGL[ 7DEOH ,1
7KH VRXUFH LV %DQN RI 1HZ<RUN1

0DUNHW &DSLWDOL]DWLRQ RI ,QWHUQDWLRQDO )LUPV 2
7RWDO 0DUNHW &DSLWDOL]DWLRQ

9DOXH 7UDGHG$EURDG 2*'3



1R1 2EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1 1R1 2EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1
+LJK0,QFRPH &RXQWULHV 59 313353 31333: 313576 313333 31337; 5; 3134<5 313467 313:79 313333 3134<3
0LGGOH0,QFRPH &RXQWULHV 4; 313337 313333 313365 313333 31333< 4; 31335: 313337 31348; 313333 313378
/RZ0,QFRPH &RXQWULHV 64 313335 313333 313384 313333 31333< 58 31334; 313333 3134<9 313333 313379
7RWDO :8 31333< 313333 313576 313333 313363 :4 3133;< 313353 313:79 313333 31347<

1R1 2EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1 1R1 2EV1 0HDQ 0HGLDQ 0D[ 0LQ 6WG1'HY1
+LJK0,QFRPH &RXQWULHV 6 5163 3156 9199 3133 61:; 5 314< 314< 316: 3135 3158
0LGGOH0,QFRPH &RXQWULHV 9 3145 3138 317: 3133 314; 43 61:5 317< 481:7 3133 81<4
/RZ0,QFRPH &RXQWULHV : 3135 3133 3145 3133 3138 47 3159 3133 514< 3133 3195
7RWDO 49 317< 3133 9199 3133 4198 59 418< 3137 481:7 3133 61<:

7DEOH 6

4<<3

6XPPDU\ 6WDWLVWLFV 0 ,QWHUQDWLRQDOL]DWLRQ RI 6WRFN0DUNHWV 0 3DUW %
7KLV WDEOH VKRZV WKH VXPPDU\ VWDWLVWLFV RI WKH UDWLR FDSLWDO UDLVHG LQ LQWHUQDWLRQDO PDUNHWV RYHU *'3 DQG RYHU FDSLWDO UDLVHG GRPHVWLFDOO\ DW WZR SRLQWV LQ WLPH1 7KLV FDSLWDO
UDLVHG LQ LQWHUQDWLRQDO PDUNHWV LV FRPSXWHG E\ DJJUHJDWLQJ ILUP0OHYHO GDWD IURP%DQN RI 1HZ<RUN DQG (XURPRQH\1 7KH VHULHV DUH DYHUDJHV DFURVV FRXQWULHV JURXSHG E\ LQFRPH
OHYHO/ IROORZLQJ WKH FODVVLILFDWLRQ RI WKH :RUOG 'HYHORSPHQW ,QGLFDWRUV/:RUOG %DQN/ VHH $SSHQGL[ 7DEOH ,1 7KH VRXUFHV DUH (XURPRQH\ DQG %DQN RI 1HZ<RUN1

5333

&DSLWDO 5DLVHG $EURDG 2*'3

&DSLWDO 5DLVHG $EURDG 2 &DSLWDO 5DLVHG 'RPHVWLFDOO\

&DSLWDO 5DLVHG $EURDG 2*'3

&DSLWDO 5DLVHG $EURDG 2 &DSLWDO 5DLVHG 'RPHVWLFDOO\



/RZ0,QFRPH &RXQWULHV 0LGGOH0,QFRPH &RXQWULHV +LJK0,QFRPH &RXQWULHV

$UPHQLD $UJHQWLQD $XVWUDOLD
$]HUEDLMDQ %RWVZDQD $XVWULD
%DQJODGHVK %UD]LO %HOJLXP
%XOJDULD &KLOH %ULWDLQ
&KLQD &URDWLD &DQDGD
&RORPELD &]HFK 5HSXEOLF 'HQPDUN
&RWH '*,YRLUH (VWRQLD )LQODQG
(FXDGRU +XQJDU\ )UDQFH
(J\SW .RUHD *HUPDQ\
*KDQD 0DOD\VLD *UHHFH
,QGLD 0DXULWLXV +RQJ .RQJ
,QGRQHVLD 0H[LFR ,UHODQG
,UDQ ,VODPLF 5HSXEOLF 3RODQG ,VUDHO
-DPDLFD 6DXGL $UDELD ,WDO\
-RUGDQ 6ORYDN 5HSXEOLF -DSDQ
.D]DNKVWDQ 6RXWK $IULFD /X[HPERXUJ
.HQ\D 7ULQLGDG DQG 7REDJR 0DOWD
.\UJ\] 5HSXEOLF 7XUNH\ 1HWKHUODQGV
/DWYLD 9HQH]XHOD 1HZ =HDODQG
/LWKXDQLD 1RUZD\
0DFHGRQLD 3RUWXJDO
0ROGRYD 6LQJDSRUH
0RURFFR 6ORYHQLD
1LJHULD 6SDLQ
3DNLVWDQ 6ZHGHQ
3HUX 6ZLW]HUODQG
3KLOLSSLQHV 7DLZDQ
5RPDQLD 8QLWHG 6WDWHV
5XVVLD
6UL /DQND
7KDLODQG
7XQLVLD
8NUDLQH
8]EHNLVWDQ
=LPEDEZH

$SSHQGL[ 7DEOH ,

7KLV WDEOH VKRZV WKH OLVW RI FRXQWULHV JURXSHG E\ LQFRPH OHYHO IROORZLQJ WKH FODVVLILFDWLRQ RI WKH :RUOG
'HYHORSPHQW ,QGLFDWRUV/:RUOG %DQN1 7KH VRXUFH LV :RUOG %DQN1

/LVW RI &RXQWULHV E\ ,QFRPH /HYHO



6HULHV 1DPHV 'HVFULSWLRQ 6RXUFH

&DSLWDO UDLVHG DEURDG +FXUUHQW
8161 GROODUV,

&DSLWDO UDLVHG LQ LQWHUQDWLRQDO PDUNHWV WKURXJK GHSRVLWRU\ UHFHLSWV RU HTXLW\ LVVXHV1 7KH VDPSOH LV
EDVHG RQ WZR VRXUFHV= (XURPRQH\ DQG %DQN RI 1HZ <RUN1 7KH ILUVW FRYHUV DOO RSHUDWLRQV RI
FDSLWDO UDLVHG LQ LQWHUQDWLRQDO PDUNHWV1 7KH VHFRQG FRYHUV FDSLWDO UDLVHG WKURXJK GHSRVLWRU\
UHFHLSWV1 7KH VHULHV DUH EDVHG RQ (XURPRQH\*V LQIRUPDWLRQ/ DXJPHQWHG E\ GHSRVLWRU\ UHFHLSWV
RSHUDWLRQV UHSRUWHG LQ %DQN RI 1HZ <RUN DQG QRW LQFOXGHG LQ (XURPRQH\1 7KH VHULHV FRYHU
FDSLWDO UDLVLQJ RSHUDWLRQV VLQFH 4<;31

(XURPRQH\ DQG %DQN RI 1HZ <RUN

&DSLWDO UDLVHG GRPHVWLFDOO\
+FXUUHQW 8161 GROODUV,

7RWDO YDOXH RI SXEOLF RIIHULQJV DQG ULJKWV LVVXHV GXULQJ WKH SHULRG/ H[FOXGLQJ VWRFN GLYLGHQGV RU
ERQXV VKDUHV WKDW GR QRW UDLVH FDVK1

6WDQGDUG ) 3RRU*V +IRUPHU ,)&, (PHUJLQJ 0DUNHWV 'DWDEDVH

'RPHVWLF PDUNHW
FDSLWDOL]DWLRQ +FXUUHQW 8161
GROODUV,

0DUNHW FDSLWDOL]DWLRQ LQ GRPHVWLF VWRFN PDUNHWV1 6WDQGDUG ) 3RRU*V +IRUPHU ,)&, (PHUJLQJ 0DUNHWV 'DWDEDVH

'RPHVWLF PDUNHW
FDSLWDOL]DWLRQ RI LQWHUQDWLRQDO
FRPSDQLHV +FXUUHQW 8161
GROODUV,

0DUNHW FDSLWDOL]DWLRQ RI LQWHUQDWLRQDO FRPSDQLHV DW WKH HQG RI WKH \HDU1 6HULHV DUH FRPSXWHG LQ D
ILUP0OHYHO EDVLV/ E\ DGGLQJ/ IRU HDFK FRXQWU\0\HDU/ WKH PDUNHW FDSLWDOL]DWLRQ RI DOO FRPSDQLHV
ZLWK LQWHUQDWLRQDO DFWLYLW\1 &RPSDQLHV ZLWK LQWHUQDWLRQDO DFWLYLW\ DUH WKRVH LGHQWLILHG DV KDYLQJ DW
OHDVW RQH DFWLYH GHSRVLWRU\ UHFHLSW SURJUDP DW DQ\ WLPH LQ WKH \HDU/ RU KDYLQJ UDLVHG FDSLWDO LQ
LQWHUQDWLRQDO PDUNHWV LQ WKH FXUUHQW RU SUHYLRXV \HDUV/ RU WUDGLQJ LQ /RQGRQ 6WRFN ([FKDQJH1

:RUOGVFRSH/ (PHUJLQJ 0DUNHWV 'DWDEDVH/ DQG %ORRPEHUJ

'RPHVWLF YDOXH WUDGHG
+FXUUHQW 8161 GROODUV,

9DOXH WUDGHG LQ GRPHVWLF VWRFN PDUNHW1 6WDQGDUG ) 3RRU*V +IRUPHU ,)&, (PHUJLQJ 0DUNHWV 'DWDEDVH

9DOXH WUDGHG LQ GHSRVLWRU\
UHFHLSWV +FXUUHQW 8161 GROODUV,

9DOXH WUDGHG LQ GHSRVLWRU\ UHFHLSWV FRYHULQJ WKH SHULRG 4<;<053331 6HULHV DUH FRPSXWHG LQ D
ILUP0OHYHO EDVLV E\ DGGLQJ DOO WLFNHUV EHORQJLQJ WR WKH VDPH FRPSDQ\ RQ D \HDUO\ EDVLV1

%DQN RI 1HZ <RUN

*'3 DW PDUNHW SULFHV +FXUUHQW
8161 GROODUV,

*URVV GRPHVWLF SURGXFW +*'3, DW SXUFKDVHU SULFHV1 *'3 GDWD LV FRQYHUWHG IURP GRPHVWLF
FXUUHQFLHV XVLQJ \HDUO\ RIILFLDO H[FKDQJH UDWHV1 )RU D IHZ FRXQWULHV ZKHUH WKH RIILFLDO H[FKDQJH
UDWH GRHV QRW UHIOHFW WKH UDWH HIIHFWLYHO\ DSSOLHG WR DFWXDO IRUHLJQ H[FKDQJH WUDQVDFWLRQV/ DQ
DOWHUQDWLYH FRQYHUVLRQ IDFWRU LV XVHG1

:RUOG %DQN=:RUOG 'HYHORSPHQW ,QGLFDWRUV

*'3 SHU FDSLWD DW PDUNHW
SULFHV +FXUUHQW 8161 GROODUV,

*URVV GRPHVWLF SURGXFW GLYLGHG E\ PLG\HDU SRSXODWLRQ1 :RUOG %DQN=:RUOG 'HYHORSPHQW ,QGLFDWRUV

,QIODWLRQ/ FRQVXPHU SULFHV
+SHUFHQW SHU \HDU,

,QIODWLRQ DV PHDVXUHG E\ WKH FRQVXPHU SULFH LQGH[1 :RUOG %DQN=:RUOG 'HYHORSPHQW ,QGLFDWRUV

$SSHQGL[ 7DEOH ,,
6HULHV 'HVFULSWLRQ DQG 'DWD 6RXUFHV

7KLV WDEOH VKRZV WKH GHVFULSWLRQ RI WKH GDWD XVHG DQG WKHLU VRXUFHV1



/DZ DQG RUGHU 4XDOLWDWLYH YDULDEOH WKDW UDQJHV IURP 4 WR 9/ ZKHUH KLJKHU QXPEHUV LQGLFDWH KLJKHU %OHYHOV% RI
ODZ DQG RUGHU1 /DZ DQG RUGHU DUH DVVHVVHG VHSDUDWHO\/ ZLWK HDFK VXE0FRPSRQHQW FRPSULVLQJ ]HUR
WR WKUHH SRLQWV1 7KH ODZ VXE0FRPSRQHQW LV DQ DVVHVVPHQW RI WKH VWUHQJWK DQG LPSDUWLDOLW\ RI WKH
OHJDO V\VWHP/ ZKLOH WKH RUGHU VXE0FRPSRQHQW LV DQ DVVHVVPHQW RI SRSXODU REVHUYDQFH RI WKH ODZ1
7KXV/ D FRXQWU\ FDQ KDYH D KLJK UDWLQJ LQ WHUPV RI LWV MXGLFLDO V\VWHP/ IRU H[DPSOH 6/ EXW D ORZ
UDWLQJ/ IRU H[DPSOH 4/ LI WKH ODZ LV LJQRUHG IRU D SROLWLFDO DLP/ H1J1 ZLGHVSUHDG VWULNHV LQYROYLQJ
LOOHJDO SUDFWLFHV1 7KH GDWD FRYHU WKH SHULRG 4<;705333 IRU DOO FRXQWULHV/ ZLWK WKH H[FHSWLRQ RI
.\UJ\] 5HS1/0DFHGRQLD/0DXULWLXV/ DQG 8]EHNLVWDQ1

3ROLWLFDO 5LVN 6HUYLFHV= ,QWHUQDWLRQDO &RXQWU\ 5LVN *XLGH1

6KDUHKROGHUV ULJKWV ,QGH[ DJJUHJDWLQJ VKDUHKROGHUV ULJKWV WKDW UDQJHV IURP 3 WR 91 7KH LQGH[ LV IRUPHG E\ DGGLQJ 4
ZKHQ= +4, WKH FRXQWU\ DOORZV VKDUHKROGHUV WR PDLO WKHLU SUR[\ YRWH> +5, VKDUHKROGHUV DUH QRU
UHTXLUHG WR GHSRVLW WKHLU VKDUHV SULRU WR WKH *HQHUDO 6KDUHKROGHUV*0HHWLQJ> +6, FXPXODWLYH YRWLQJ
LV DOORZHG> +7, DQ RSSUHVVHG PLQRULWLHV PHFKDQLVP LV LQ SODFH> +8, WKH PLQLPXP SHUFHQWDJH RI
VKDUH FDSLWDO WKDW HQWLWOHV VKDUHKROGHUV WR FDOO IRU DQ ([WUDRUGLQDU\ 6KDUHKROGHUV* 0HHWLQJ LV 43
SHUFHQW RU OHVV> +9, VKDUHKROGHUV KDYH SUH0HPSWLYH ULJKWV ZKHQ QHZ VKDUHV DUH LVVXHG WKDW FDQ EH
ZDLYHG RQO\ E\ D VKDUHKROGHU YRWH1 7KH GDWD FRYHU WKH SHULRG 4<<304<<; IRU DOO FRXQWULHV/ ZLWK
WKH H[FHSWLRQ RI= %DQJODGHVK/ %RWVZDQD/ &KLQD/ &RWH '*,YRLUH/ *KDQD/ ,UDQ ,VODPLF 5HS1/
-DPDLFD/ /X[HPERXUJ/ 0DOWD/ 0DXULWLXV/ 0RURFFR/ 6DXGL $UDELD/ 7ULQLGDG DQG 7REDJR/ DQG
7XQLVLD1

3LVWRU HW DO1 +5333,> /D 3RUWD HW DO1 +4<<;,

7UDGLQJ FRVWV +EDVLV SRLQWV, 7UDGLQJ FRVWV FRYHULQJ IHHV DQG FRPPLVVLRQV/ FRYHULQJ WKH SHULRG 4<<8 0 4<<; IRU 74 FRXQWULHV1 (ONLQV20F6KHUU\ &R1/ ,QF1

)LQDQFLDO /LEHUDOL]DWLRQ 'XPP\ WKDW HTXDOV RQH RQ DQG DIWHU WKH \HDU RI FDSLWDO DFFRXQW OLEHUDOL]DWLRQ/ DQG ]HUR
HOVHZKHUH1 7KH GDWD FRYHU WKH SHULRG 4<:8 0 5333 IRU 5; FRXQWULHV1

.DPLQVN\ DQG 6FKPXNOHU +5334,

&DSLWDO DFFRXQW OLEHUDOL]DWLRQ 'XPP\ WKDW HTXDOV RQH RQ DQG DIWHU WKH \HDU RI FDSLWDO DFFRXQW OLEHUDOL]DWLRQ/ DQG ]HUR
HOVHZKHUH1 7KH GDWD FRYHU WKH SHULRG 4<:8 0 4<<8 IRU DOO FRXQWULHV1

,0)= $QQXDO 5HSRUW RQ ([FKDQJH $UUDQJHPHQWV DQG ([FKDQJH 5HVWULFWLRQV


