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$EVWUDFW

,Q� UHFHQW� \HDUV�� SDUDOOHO� WUHQGV� RI� RUJDQL]DWLRQDO� UHVWUXFWXULQJ� KDYH� EHFRPH
PDQLIHVW�DPRQJ�WUDGH�XQLRQV��6KDULQJ�VLPLODU�H[SHULHQFHV�RI�VWDJQDQW�PHPEHU�
VKLS�DQG�IDOOLQJ�GHQVLW\�UDWHV��FRXSOHG�ZLWK�VWUXFWXUDO�VKLIWV�LQ�HPSOR\PHQW�IURP
LQGXVWU\�WR�VHUYLFHV�DQG�D�JURZLQJ�SUHVVXUH�WR�DWWHQG�WR�WKH�QHHGV�RI�PRUH�KHW�
HURJHQHRXV� FRQVWLWXHQFLHV� XQGHU� LQFUHDVLQJO\� GHFHQWUDOL]HG� ODERU�PDQDJHPHQW
UHODWLRQV�� WUDGH� XQLRQV�PXVW� DGDSW� WKHLU� LQWHUQDO� RSHUDWLRQ� DQG� H[WHUQDO� UHSUH�
VHQWDWLRQ��,Q�SDUWLFXODU��XQLRQV�VHHP�WR�VXIIHU�IURP�WKH�VDPH�LQYHUVH�IOXFWXDWLRQ
RI�UHYHQXH�DQG�FOLHQW�QHHGV�DV�VRFLDO�VHFXULW\�V\VWHPV��DV�WKH�HFRQRPLFV�RI�XQLRQ
RUJDQL]LQJ� UHTXLUH� WKDW�PRVW�PHPEHUV��PRVW� RI� WKH� WLPH�� GR� QRW� FDOO� XSRQ� WKH
XQLRQªV�VHUYLFHV�H[FHSW�IRU�WKH�FROOHFWLYH�SURWHFWLRQ�LW�RIIHUV�

,Q�PDQ\� FRXQWULHV�� WUDGH� XQLRQV� DUH� QRZ� LQ� D� SURFHVV� RI� UHJURXSLQJ� LQ�ZKLFK
VHFWRUDO�ERXQGDULHV�DUH�EHFRPLQJ�LQFUHDVLQJO\�XQLPSRUWDQW��'UDZLQJ�RQ�WKH�FDVH
KLVWRULHV� RI� XQLRQ� GHYHORSPHQW� LQ� *HUPDQ\� DQG� WKH� 1HWKHUODQGV�� WKH� SDSHU
VKRZV� WKDW�FXUUHQW�FKDQJHV� LQ� WKH�RUJDQL]DWLRQDO� ODQGVFDSH�RI� WUDGH�XQLRQV�DUH
QRW�EDVHG�RQ�SROLWLFDO�VWUDWHJLHV�RI�LQWHUHVW�UHSUHVHQWDWLRQ��JURXQGHG�LQ�YLVLRQV�RI
FODVV�XQLW\�RU�LQGXVWULDO�JRYHUQDQFH��EXW�DUH�GULYHQ�E\�DQ�HYROXWLRQDU\�G\QDPLF
RI�XQLRQV�DV� VHUYLFH�RUJDQL]DWLRQV�ZKLFK�PXVW� UHVSRQG� WR�JHQHUDO�SULQFLSOHV�RI
DGDSWLYH�HFRQRPLF�UDWLRQDOLW\�

=XVDPPHQIDVVXQJ

,Q�GHQ� OHW]WHQ� -DKUHQ� ODVVHQ� VLFK�EHL�*HZHUNVFKDIWHQ�YHUVFKLHGHQHU�/lQGHU�SD�
UDOOHOH�3UR]HVVH�RUJDQLVDWRULVFKHU�8PVWUXNWXULHUXQJ�EHREDFKWHQ��$QJHVLFKWV�VWD�
JQLHUHQGHU� 0LWJOLHGHU]DKOHQ� XQG� VLQNHQGHU� 2UJDQLVDWLRQVJUDGH�� 9HUVFKLHEXQ�
JHQ� GHU� %HVFKlIWLJXQJ� YRP� LQGXVWULHOOHQ� ]XP�'LHQVWOHLVWXQJVVHNWRU� VRZLH� GHU
1RWZHQGLJNHLW�� GHQ� %HG�UIQLVVHQ� HLQHU� KHWHURJHQHU� ZHUGHQGHQ�0LWJOLHGVFKDIW
EHL�]XQHKPHQG�GH]HQWUDOLVLHUWHQ�$UEHLWVEH]LHKXQJHQ�JHUHFKW�]X�ZHUGHQ��VHKHQ
VLFK� GLH� *HZHUNVFKDIWHQ� JH]ZXQJHQ�� LKUH� 2UJDQLVDWLRQ� QDFK� LQQHQ� HEHQVR� ]X
�EHUGHQNHQ�ZLH�LKUH�3ROLWLN�QDFK�DX�HQ��,QVEHVRQGHUH�VFKHLQHQ�*HZHUNVFKDIWHQ
PLW� GHUVHOEHQ� JHJHQOlXILJHQ� (QWZLFNOXQJ� YRQ� (LQQDKPHQ� XQG� 0LWJOLHGHUDQ�
VSU�FKHQ�NRQIURQWLHUW�]X�VHLQ�ZLH�GLH�6R]LDOYHUVLFKHUXQJVWUlJHU��ZREHL�GLH�gNR�
QRPLH�JHZHUNVFKDIWOLFKHU�2UJDQLVLHUXQJ�YRUDXVVHW]W��GD��GLH�PHLVWHQ�0LWJOLHGHU
GLH� YRQ� GHU� *HZHUNVFKDIW� DQJHERWHQHQ� 'LHQVWOHLVWXQJHQ� LQ� GHU� 5HJHO� QLFKW� LQ
$QVSUXFK�QHKPHQ�

,Q� ]DKOUHLFKHQ� /lQGHUQ� GXUFKODXIHQ� GLH� *HZHUNVFKDIWHQ� KHXWH� HLQH� 3KDVH� UD�
VFKHQ�RUJDQLVDWRULVFKHQ�:DQGHOV��EHL�GHP�$EJUHQ]XQJHQ�]ZLVFKHQ�:LUWVFKDIWV�
]ZHLJHQ� ]XQHKPHQG� XQEHGHXWHQG� ZHUGHQ�� 'DV� 3DSLHU� ]HLJW� DP� %HLVSLHO� YRQ
'HXWVFKODQG�XQG�GHQ�1LHGHUODQGHQ��GD��GLH�JHJHQZlUWLJHQ�9HUlQGHUXQJHQ�GHU
RUJDQLVDWRULVFKHQ�*HZHUNVFKDIWVODQGVFKDIW�QLFKW� LQ� HUVWHU�/LQLH�YRQ�SROLWLVFKHQ
6WUDWHJLHQ�GHU�,QWHUHVVHQYHUWUHWXQJ�RGHU�JDU�YRQ�9LVLRQHQ�VROLGDULVFKHU�.ODVVHQ�
HLQKHLW� RGHU� LQGXVWULHOOHU� 6HOEVWUHJLHUXQJ� JHWULHEHQ�ZHUGHQ�� VRQGHUQ� YRQ� HLQHU
HYROXWLRQlUHQ� '\QDPLN� YRQ� *HZHUNVFKDIWHQ� DOV� 'LHQVWOHLVWXQJVRUJDQLVDWLRQHQ�
GLH�DOOJHPHLQHQ�3ULQ]LSLHQ�DGDSWLY�|NRQRPLVFKHU�5DWLRQDOLWlW�JHKRUFKHQ�P�VVHQ�
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$ $�3DUDOOHO�7UDQVIRUPDWLRQ

,Q�UHFHQW�\HDUV��SDUDOOHO�WUHQGV�RI�RUJDQL]DWLRQDO�UHVWUXFWXULQJ�KDYH�EHFRPH�PDQL�
IHVW�DPRQJ�WUDGH�XQLRQV�LQ�DGYDQFHG�LQGXVWULDO�FRXQWULHV��6KDULQJ�VLPLODU�H[SHUL�
HQFHV�RI�VWDJQDQW�PHPEHUVKLS�DQG�IDOOLQJ�GHQVLW\�UDWHV��FRXSOHG�ZLWK�VWUXFWXUDO
VKLIWV� LQ�HPSOR\PHQW�DQG�JURZLQJ�SUHVVXUH� WR�DWWHQG� WR� WKH�QHHGV�RI�PRUH�KHW�
HURJHQHRXV� FRQVWLWXHQFLHV� XQGHU� LQFUHDVLQJO\� GHFHQWUDOL]HG� ODERU¥PDQDJHPHQW
UHODWLRQV��XQLRQV�PXVW�DGDSW�WKHLU�LQWHUQDO�PRGH�RI�RSHUDWLRQ�DQG�H[WHUQDO�UHSUH�
VHQWDWLRQ��,Q�PDQ\�FRXQWULHV��IURP�WKH�8QLWHG�6WDWHV�WR�%ULWDLQ�DQG�$XVWUDOLD��DQG
IURP�6FDQGLQDYLD� WR�PDLQODQG�(XURSH��XQLRQV�DUH�QRZ�LQ�D�SURFHVV�RI� UHJURXS�
LQJ�� WKURXJK� EDUJDLQLQJ� FDUWHOV��PHUJHUV� DQG� WDNHRYHUV�� ,Q� WKH� SURFHVV�� VHFWRUDO
DQG� RFFXSDWLRQDO� ERXQGDULHV� DUH� EHFRPLQJ� LQFUHDVLQJO\� XQLPSRUWDQW� IRU� XQLRQ
RUJDQL]DWLRQ��HYHQ�LQ�FRXQWULHV�OLNH�*HUPDQ\�RU�WKH�1HWKHUODQGV��ZKHUH�§LQGXV�
WULDO�XQLRQLVP¨�KDV�ORQJ�EHHQ�WKH�OHDGLQJ�SULQFLSOH�RI�XQLRQ�RUJDQL]DWLRQDO�GHVLJQ�

6WULNLQJO\��WKH�SDUDOOHO�WUDQVIRUPDWLRQ�RI�XQLRQ�V\VWHPV�LQ�GLIIHUHQW�FRXQWULHV�DS�
SHDUV�WR�EH�XQUHODWHG�WR�WKH�JURZLQJ�LQWHUGHSHQGHQFH�EHWZHHQ�LQGXVWULDO�QDWLRQV�
FDXVHG�IRU�H[DPSOH�E\�PDUNHW�RU�SROLWLFDO�LQWHJUDWLRQ��$OVR��XQOLNH�WKH�VLWXDWLRQ�LQ
WKH�IRXQGLQJ�\HDUV�RI�XQLRQ�PRYHPHQWV�LQ�(XURSH�LQ�WKH�ODWH�QLQHWHHQWK�FHQWXU\�
ZKHQ� VRFLDOLVW� RUJDQL]HUV� SURSDJDWHG� LQGXVWULDO� XQLRQLVP� DV� D� PRGHO� IRU� FODVV
XQLW\��WKHUH�LV�QRZ�KDUGO\�DQ\�PXWXDO�LQIOXHQFH�RU�GLIIXVLRQ�DFURVV�QDWLRQDO�ERU�
GHUV�� :KHUH� LGHQWLFDO� GHYHORSPHQWV� DUH� REVHUYHG� LQ� GLIIHUHQW� FRXQWULHV�� WKH\
VHHP�WR�EH�FDXVHG�E\�LGHQWLFDO�HQGRJHQRXV�IDFWRUV��UHVXOWLQJ�LQ�FRQYHUJHQFH�ZLWKRXW
GLIIXVLRQ�RU�RWKHU�PRGHV�RI�PXWXDO�FDXVDWLRQ�

1HDUO\� DOO� WKH� OLWHUDWXUH� RQ� ORQJ�WHUP� SDWWHUQV� RI� XQLRQ� UHVWUXFWXULQJ�� XQLRQ
IRXQGDWLRQV�� GLVVROXWLRQV� DQG� PHUJHUV� LV� EDVHG� XSRQ� UHVHDUFK� LQ� $QJOR�6D[RQ
FRXQWULHV��%XFKDQDQ�������������&KLWD\DW�������&KDLVVRQ�������������)UHHPDQ�DQG
%ULWWDLQ� ������ +DQQDQ� DQG� )UHHPDQ� ������ ������ 8QG\� HW� DO�� ������:DGGLQJWRQ
�������,QGXVWULDO�UHODWLRQV�LQ�WKHVH�FRXQWULHV�VKDUH�D�QXPEHU�RI�FKDUDFWHULVWLFV��LQ�
FOXGLQJ� D� XQLRQ� V\VWHP� LQ� ZKLFK� FUDIW� XQLRQV� VXUYLYHG� DQG� LQGXVWULDO� XQLRQV
ZHUH� ULYDOHG� E\� JHQHUDO� �§FDWFKDOO¨�� XQLRQV� �)XOFKHU� ������� WKH�ZHDNQHVV� RI� VR�
FLDOLVW�SROLWLFV�DQG�SHDN� IHGHUDWLRQV� LQ� WKH�XQLRQ�PRYHPHQW� �/LSVHW�������0DUNV
������:LQGPXOOHU��������DQG�D�SOXUDOLVW�UDWKHU�WKDQ�FRUSRUDWLVW�V\VWHP�RI�LQWHUHVW
RUJDQL]DWLRQ��&URXFK��������,Q�WKLV�VWXG\�ZH�SUHVHQW�WZR�FDVHV��*HUPDQ\�DQG�WKH
1HWKHUODQGV��ZKRVH�XQLRQ�V\VWHPV�UHSUHVHQW�D�GLIIHUHQW�WUDGLWLRQ��D�GHHS�URRWHG

                                                    

7KH�DXWKRUV�WKDQN�%HUQKDUG�(EELQJKDXV��3KLOLSS�*HQVFKHO��$QNH�+DVVHO��1RUEHUW�.OXJH�
DQG�5HQDWH�0D\QW]�IRU�WKHLU�KHOSIXO�FRPPHQWV�
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FRPPLWPHQW�WR�LQGXVWULDO�XQLRQLVP��ZLWK�D�VWURQJ�KLVWRULFDO�LQIOXHQFH�RI�VRFLDOLVW
GRFWULQH�� D� SURPLQHQW� UROH� RI� SHDN� DVVRFLDWLRQV�� DQG� D� VWURQJ� WHQGHQF\� WRZDUG
FRUSRUDWLVW� LQWHUHVW� LQWHUPHGLDWLRQ� LQ�ZKLFK� HPSOR\HUVª� DVVRFLDWLRQV� DQG� SXEOLF
ODZ�WHQG�WR�GHILQH��DQG�VWDELOL]H��XQLRQ�UHSUHVHQWDWLRQ�ULJKWV�

2XU�SDSHU�VKRZV�WKDW��LQ�ERWK�FRXQWULHV��D�SURIRXQG�WUDQVIRUPDWLRQ�RI�XQLRQ�RU�
JDQL]DWLRQ�LV�XQGHU�ZD\��LQ�SDUWLFXODU�RI�WKH�GHPDUFDWLRQ�RI�XQLRQ�GRPDLQV�DQG
RUJDQL]DWLRQDO�ERXQGDULHV��RI� WKH�UHODWLRQVKLSV�EHWZHHQ�XQLRQV�DQG�WKH�GLYLVLRQ
RI�WKHLU�UHSUHVHQWDWLRQDO�WHUULWRU\��RI�VWUXFWXUH�DQG�SURFHVV�ZLWKLQ�XQLRQV��DQG�RI
WKH�UHODWLRQVKLS�EHWZHHQ�XQLRQV�DQG�WKHLU�SHDN�DVVRFLDWLRQV��7KH�FDXVH�RI�WKLV��ZH
DUJXH��LV�DQ�HYROXWLRQDU\�G\QDPLF�RI�XQLRQV�DV�RUJDQL]DWLRQV��RULJLQDWLQJ�LQ�WKHLU�UH�
ODWLRQ�WR�WKHLU�SULPDU\�HQYLURQPHQW��WKHLU�PHPEHUVKLS��DQG�JURXQGHG�LQ�JHQHUDO
SULQFLSOHV�RI�DGDSWLYH�HFRQRPLF�UDWLRQDOLW\��,Q�RWKHU�ZRUGV��ZH�DUJXH�WKDW�FXUUHQW
FKDQJHV�LQ�WKH�RUJDQL]DWLRQDO�ODQGVFDSH�RI�WUDGH�XQLRQV�DUH�QRW�EDVHG�RQ�SROLWLFDO
VWUDWHJLHV�RI� LQWHUHVW�UHSUHVHQWDWLRQ��JURXQGHG�LQ�YLVLRQV�RI�FODVV�XQLW\�RU� LQGXV�
WULDO�JRYHUQDQFH��EXW�DUH�GULYHQ�LQVWHDG�E\�WKH�HFRQRPLFV�RI�VHUYLFH�RUJDQL]DWLRQV
ZKLFK�PXVW�GHDO�ZLWK�LQFUHDVLQJO\�YRODWLOH�DQG�FULWLFDO�FXVWRPHUV�

6LPLODU�FRQGLWLRQV�VHHP�WR�EH�DW�ZRUN�LQ�RWKHU�FRXQWULHV�DV�ZHOO��,Q�%ULWDLQ��WKHUH
LV�DPSOH�HYLGHQFH�RI�D�ILQDQFLDO��DV�RSSRVHG�WR�D�SROLWLFDO��ORJLF�XQGHUO\LQJ�XQLRQ
RUJDQL]LQJ�DQG�PHUJHU�SROLFLHV�LQ�UHFHQW�GHFDGHV��%XFKDQDQ�������&KDLVRQ������
:LOPDQ��0RUULV��DQG�$VWRQ��������,I�ZH�FDQ�VKRZ�WKDW�WKH�VDPH�PHFKDQLVP�LV�DW
ZRUN� LQ� WZR�FRXQWULHV� LQ�ZKLFK� LQGXVWULDO�XQLRQLVP�KDV�EHHQ�DQ�DUWLFOH�RI� IDLWK�
ZH�ZLOO�KDYH�HVWDEOLVKHG�D�VWURQJHU�FDVH�IRU�RXU�PDLQ�WKHVLV��$W�WKH�VDPH�WLPH��ZH
KDYH�EHQHILWWHG�IURP�RXU�§PRVW�VLPLODU�FDVHV¨�GHVLJQ�LQ�WKDW�ZH�FDQ�GHPRQVWUDWH
WKDW� VPDOO� LQVWLWXWLRQDO�GLIIHUHQFHV�� HVSHFLDOO\� LQ� FROOHFWLYH�EDUJDLQLQJ��GR�PDWWHU
DQG��LQ�SDUWLFXODU��KHOS�H[SODLQ�GLIIHUHQFHV�LQ�WKH�VSHHG�DQG�RXWFRPH�RI�XQLRQ�UH�
VWUXFWXULQJ��7KXV�PXOWLXQLRQ�EDUJDLQLQJ�DQG�RSHQ�FRQWHVWV�IRU�XQLRQ�UHSUHVHQWD�
WLRQ�LQ�WKH�1HWKHUODQGV��LQ�FRQWUDVW�WR�D�OHJDO�GRFWULQH�RI�H[FOXVLYH�MXULVGLFWLRQ�LQ
*HUPDQ\��KDYH�H[SRVHG�'XWFK�XQLRQV�PXFK�HDUOLHU�WR�FRPSHWLWLRQ�IRU�UHSUHVHQ�
WDWLRQ� DQG� KDYH� SUHSDUHG� WKHP� WR� FRSH� ZLWK� GLYHUVLW\� LQ� WKHLU� EDUJDLQLQJ� GR�
PDLQV��7RJHWKHU�ZLWK�REYLRXV�GLIIHUHQFHV�RI�VL]H�EHWZHHQ�WKH�WZR�FRXQWULHV��WKLV
KHOSV�H[SODLQ�ZK\�'XWFK�XQLRQV�KDYH�OHG�WKH�ZD\�WRZDUG�WKH�IRUPDWLRQ�RI�ZKDW
ZH�FDOO�§FRQJORPHUDWH�XQLRQV�¨

,Q� WKH� QH[W� VHFWLRQ��ZH�ZLOO� SUHVHQW� RXU� WZR� FDVH� KLVWRULHV�� SUHFHGHG� E\� D� EULHI
RYHUYLHZ� RI� WKH�PDLQ� GHYHORSPHQWV�� )ROORZLQJ� WKLV�� ZH�ZLOO� FRPSDUH� RXU� WZR
FDVHV�DQG�WU\� WR�H[SODLQ� WKH�SDUDOOHOV�DQG�GLIIHUHQFHV��:H�ZLOO� WKHQ�GHYHORS�WKLV
LQWR�D�JHQHUDO�HFRQRPLF�WKHRU\�RI�XQLRQ�UHVWUXFWXULQJ��EDVHG�RQ�D�ORJLF�RI�VHUYLFH
RUJDQL]DWLRQ��)LQDOO\��ZH�ZLOO�GLVFXVV�WKH�FRQVHTXHQFHV�IRU�WKH�XQLRQ�PRYHPHQW
DW�ODUJH��IRU�WKH�UHODWLRQVKLS�EHWZHHQ�XQLRQV�DQG�WKHLU�SHDN�DVVRFLDWLRQV��DQG�IRU
WKH�UHSUHVHQWDWLRQ�RI�ODERU�LQWHUHVWV�
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% 7KH�&DVHV��7KH�1HWKHUODQGV�DQG�*HUPDQ\

7R� IDFLOLWDWH� FRPSDULVRQ��ZH�ZLOO� SUHVHQW� VRPH� EDVLF� LQIRUPDWLRQ� RQ� WKH� XQLRQ
PRYHPHQWV� LQ�*HUPDQ\� DQG� WKH�1HWKHUODQGV� LQ� WKUHH� VXPPDU\� WDEOHV�� 7DEOH� �
SUHVHQWV� WKH�PDLQ�VWUXFWXUDO�HYHQWV�¥� UHIRUPV��DIILOLDWLRQ��PHUJHUV��DQG�FRRSHUD�
WLRQ�DWWHPSWV�¥�LQ�WKH�WZR�PDLQ�'XWFK�DQG�*HUPDQ�WUDGH�XQLRQ�IHGHUDWLRQV�WKDW
DUH� WKH�REMHFW� RI� RXU� FRPSDULVRQ��:H� FDQ� VHH� WKDW� WKH�'XWFK� IHGHUDWLRQ� ¥� RULJL�
QDOO\� VSOLW� EHWZHHQ� D� 6RFLDO� 'HPRFUDWLF� DQG� &DWKROLF� FRPSRQHQW� ¥� EHJDQ� LWV
SRVWZDU�KLVWRU\�ZLWK�WKUHH�WR�IRXU�WLPHV�DV�PDQ\�DIILOLDWHV�DV�WKH�'HXWVFKHU�*H�
ZHUNVFKDIWVEXQG��'*%��LQ�*HUPDQ\��+RZHYHU��WKUHH�PHUJHU�ZDYHV�¥�RQH�LQ�WKH
HDUO\�����V��RQH� LQ� WKH�HDUO\�����V��DQG� WKH�XQLILFDWLRQ�RI� WKH�6RFLDO�'HPRFUDWLF
DQG�&DWKROLF� XQLRQV� LQ� WKH� )HGHUDWLH�1HGHUODQGVH�9DNEHZHJLQJ� �)19�� ODWHU� LQ
WKH�GHFDGH�¥�SURGXFHG�URXJKO\�HTXDO�QXPEHUV�RI�XQLRQV�LQ�ERWK�FRXQWULHV��,Q�WKH
SUHVHQW�GHFDGH��ERWK�IHGHUDWLRQV�DUH�FDXJKW�LQ�D�PDHOVWURP�RI�IUDQWLF�PHUJHU�DF�
WLYLW\�DQG�FRRSHUDWLRQ�DWWHPSWV�ZKLFK�ZLOO�QRW�RQO\�OHDG�WR�D�VLJQLILFDQW�UHGXFWLRQ
LQ�WKH�QXPEHU�RI�XQLRQV��EXW�ZLOO�DOVR�UDGLFDOO\�FKDQJH�WKH�UHODWLRQVKLS�EHWZHHQ
WKH�IHGHUDWLRQV�DQG�WKHLU�DIILOLDWHV�

%HWZHHQ� WKH�XQLRQV� RI� WKH� WZR� FRXQWULHV� WKHUH� DUH� FRQVLGHUDEOH� VL]H�GLIIHUHQFHV
�7DEOH� ���� ,Q� WKH�'*%� WKHUH�ZHUH� QHYHU�PRUH� WKDQ� IRXU� DIILOLDWHV�ZLWK� OHVV� WKDQ
��������PHPEHUV��LQ�WKH�)19�DQG�LWV�IRUHUXQQHUV�QHYHU�PRUH�WKDQ�WKUHH�DIILOLDWHV
ZLWK�PRUH��1HYHUWKHOHVV��ZH�REVHUYH�D�SDUDOOHO�WUHQG�WRZDUGV�FRQFHQWUDWLRQ��GXH
WR�ODUJHU�XQLRQV�JURZLQJ�IDVWHU�WKDQ�VPDOOHU�RQHV�DQG��LQ�WKH�'XWFK�FDVH��WR�XQLRQ
DPDOJDPDWLRQV� DQG� ODUJHU� XQLRQV� WDNLQJ� RYHU� VPDOOHU� XQLRQV�� ,Q� ������ WKH� IRXU
ODUJHVW�XQLRQV�LQ�WKH�'*%��PHWDO��SXEOLF�VHFWRU��FKHPLFDOV��DQG�FRQVWUXFWLRQ��DF�
FRXQWHG�IRU�MXVW�RYHU�KDOI�����SHUFHQW��RI�WRWDO�'*%�PHPEHUVKLS��LQ�������DIWHU�WKH
DQQRXQFHG�PHUJHUV�KDYH�EHHQ�LPSOHPHQWHG��WKHLU�VKDUH�ZLOO�KDYH�ULVHQ�WR����SHU�
FHQW��7KH�IRXU� ODUJHVW�XQLRQV�LQ�WKH� ODUJHVW�RI� WKH�WZR�'XWFK�IHGHUDWLRQV� LQ�����
�ZKLFK�KDSSHQHG�WR�EH�EDVHG�LQ�H[DFWO\�WKH�VDPH�VHFWRUV�DV�LQ�*HUPDQ\��DOVR�EH�
JDQ�ZLWK�D�OLWWOH�PRUH�WKDQ�KDOI�RI�WKH�IHGHUDWLRQªV�PHPEHUVKLS��LQ������WKH\�KDYH
UHJURXSHG� LQ� WKUHH�� ZLWK� ��� SHUFHQW� RI� WKH� )19� PHPEHUV� �WRJHWKHU� ZLWK� WKH
IRXUWK�ODUJHVW�XQLRQ��WKH�WHDFKHUV��WKHLU�VKDUH�ULVHV�WR����SHUFHQW���6WLOO��LQ�VSLWH�RI
WKH�WUHQG�WRZDUGV�FRQFHQWUDWLRQ��PDQ\�VPDOO�XQLRQV�VXUYLYHG��LQ�SDUWLFXODU�LQ�WKH
'XWFK�FDVH�
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Table 1 Number of Unions and Merger Waves in Germany and the Netherlands, 1948–2000

Netherlands (FNV; before 1982: NVV-NKV) Germany (DGB)

No. of

unions

Mergers No. of

unions

Mergers

1948 53 Union reform plan: industrial unions

1949 55 17 Nationwide foundation of DGB and DAG

ª
1955 47 Reform in NVV completed, blocked in NKV 17

ª
1967 46 Police and teachers join NVV 17

1968 42 Small unions in industry and mining ab-
sorbed

17

1969 40 Plan to reform NVV into one union fails 17

ª
1972 27 Amalgamation process in industry completed 17

1973 26 White-collar unions leave NKV 17

1974 24 Reunification of Dutch union movement fails;
CNV chooses independence; NVV and NKV
continue

17 DAG proposes DGB membership, but is rejected

1975 25 Journalists join NVV-NKV federation 16

1976 26 Formal start of FNV (federation of NVV and
NKV)

16 ÖTV ends cooperation with DAG

ª
1978 26 18 Police officers join DGB

ª ..

1982 18 Amalgamation process in FNV completed 18

ª
1986 16 Construction union proposes new reform;

FNV begins review process (FNV 2000)
18

ª
1989 16 Printers union, artists and service union be-

gin cooperation project in media services
17 Printing and artist unions merge: IG Medien

1990 17 Military officers join FNV 17 DAG accepted as member of ETUC

1991 17 17 Announcement of merger between mining and
energy union, and chemical industry union

1992 17 17 HBV rejects cooperation agreement with DAG

1993 18 Military conscripts join FNV 17 Leather industry union announces intention to join
chemical and mining union

1994 19 Six medium-sized unions propose reform of
FNV

17 ÖTV and DAG start cooperation

1995 19 17 HBV accepts cooperation agreement with DAG

1996 18 Conscription ended; merger between printers
and service union defeated in vote

16 Construction and agriculture unions merge

Five small unions (“Five Little Tigers”) announce
cooperation and merger plan, but fail

Four unions in services sign federation agree-
ment

1997 15 Merger of industry, service, transport, and
food and agriculture union

13 Chemical, leather, and mining unions merge; tex-
tile union joins IG Metall

1998 ? Merger talks between public sector and edu-
cation union

? ÖTV, DAG and four other unions announce
merger plan

1999 ? ? Merger of IG Metall and GHK (wood)

2000 ? Absorption of smaller unions? Two blocs? ?
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7DEOH���VKRZV�PHPEHUVKLS�WUHQGV�VLQFH�����V��UHYHDOLQJ�VWULNLQJ�VLPLODULWLHV�EH�
WZHHQ�WKH�WZR�FRXQWULHV��$IWHU�DQ� LQLWLDO�SKDVH�RI�VWURQJ�PHPEHUVKLS�JURZWK� LQ
WKH� ����V�� JURZWK� VWDJQDWHG� LQ� WKH� ����V��ZLWK� VRPH� LPSURYHPHQW� LQ� WKH� ����V
DQG�D�UHYHUVDO�LQ�WKH�����V��7KH�ODWWHU�ZDV�PXFK�VWURQJHU�LQ�WKH�1HWKHUODQGV�WKDQ
LQ�*HUPDQ\��ZKHUH� WKH�'*%�XQLRQV�� WDNHQ� WRJHWKHU�� DSSHDU� WR� KDYH� DYRLGHG� D
PHPEHUVKLS�FULVLV�XQWLO�WKH�HDUO\�����V��7KH�H[WUDRUGLQDU\�LPSDFW�RI�*HUPDQ�XQL�
ILFDWLRQ� RQ� WUDGH� XQLRQ� RUJDQL]DWLRQ� LV� FOHDUO\� YLVLEOH� LQ� WKH� WXUEXOHQW� GHYHORS�
PHQWV�LQ�WKH�����V��DQG�WKHUH�LV�OLWWOH�GRXEW�WKDW�WKHVH�KDYH�FRQWULEXWHG�WR�WKH�IL�
QDQFLDO�GLIILFXOWLHV�RI�YDULRXV�'*%�XQLRQV��7DEOH���DOVR�VKRZV� WKDW�ERWK� IHGHUD�

Table 2 Size Distribution of DGB and FNV Affiliates

DGB: German Federation of Trade Unions

Size class Number of unions Membership share (%)

(thousands) 1950 1960 1970 1980 1990 1997 1950 1960 1970 1980 1990 1997

10–50 1 1 2 2 2 0.8 0.5 1.2 1.1 1.1

50–100 2 3 1 1 1 2.3 4.1 0.9 0.7

100–250 5 3 5 4 5 3 13.2 6.8 12.0 8.3 11.8 6.8

250–500 5 5 4 6 6 3 35.0 28.1 21.8 26.9 28.4 11.0

500–1000 2 3 3 2 1 3 24.0 31.6 31.0 15.1 8.5 19.0

>1000 1 11 1 2 2 3 24.8 28.9 33.1 47.9 50.1 63.8

Total 16 16 16 17 16 12 100.0 100.0 100.0 100.0 100.0 100.0

FNV: Federation of Dutch Trade Unionsa

Size class Number of unions Membership share (%)

(thousands) 1950 1960 1970 1980 1990 1997 1950 1960 1970 1980 1990 1997

<1 15 4 1 2 1 0.6 0.2 0.1 0.1 0.0

1–5 11 8 8 7 1 1 2.5 2.0 1.8 2.0 0.5 0.1

5–10 9 8 7 2 3 5 8.9 6.6 5.3 1.7 1.6 2.9

10–50 20 17 14 9 5 4 70.5 50.7 41.1 26.2 13.2 8.8

50–100 2 4 4 3 3 1 17.5 29.2 28.8 22.6 19.9 6.1

100–250 1 2 3 2 1 11.3 23.0 47.5 36.9 13.7

250–500 1 2 27.8 68.2

Total 57 42 35 25 17 15 100.0 100.0 100.0 100.0 100.0 100.0

a Before 1982: Dutch (Social Democratic) Federation of Trade Unions (NVV) and Dutch Catholic Union
Movement (NKV).

Source: DUES Database (Mannheimer Zentrum für Sozialforschung)
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WLRQV�KDYH�GRQH�ZHOO�LQ�GHIHQGLQJ�WKHLU�VKDUH�DJDLQVW�FRPSHWLQJ�XQLRQV��EXW�WKDW
WKLV�RFFXUUHG�LQ�D�FRQWH[W�RI�GHFOLQLQJ�RYHUDOO�XQLRQ�GHQVLW\�� LQ�SDUWLFXODU� LQ�WKH
1HWKHUODQGV�

5HODWLQJ�WKH�WUHQGV�VKRZQ�LQ�7DEOH��� WR� WKH�HYHQWV�VXPPDUL]HG�LQ�7DEOH���SUHV�
HQWV�XV�ZLWK�YDULRXV�SX]]OHV��)LUVW��WKHUH�LV�QRWKLQJ�LQ�WKH�GHYHORSPHQW�RI�PHP�
EHUVKLS� DQG� XQLRQ� GHQVLW\� LQ� WKH� 1HWKHUODQGV� FRPSDUHG� WR� *HUPDQ\� WKDW� DF�
FRXQWV�IRU�WKH�PXFK�VWURQJHU�PHUJHU�DFWLYLW\�EHIRUH�������7KLV�VXJJHVWV��DV�ZH�DU�
JXH�LQ�GHWDLO�ODWHU��WKDW�WKH�ORJLF�RI�XQLRQ�UHVWUXFWXULQJ�LV�GHWHUPLQHG�E\�DEVROXWH
VL]H�DQG�QRW�E\�GHQVLW\��6HFRQG��JLYHQ�WKDW�PDQ\�VPDOO�XQLRQV�VXUYLYHG�WKH�WUHQG
WRZDUGV� FRQFHQWUDWLRQ�� WKHUH� DUH� SUREDEO\� LQVWLWXWLRQDO� IDFWRUV� DW� ZRUN� WKDW� ID�
FLOLWDWH�§UHVRXUFH�SDUWLWLRQLQJ¨�EHWZHHQ�D�ODUJH�JURXS�RI�VPDOO��§VSHFLDOLVW¨�XQLRQV
DQG�D�IHZ�ODUJH��§JHQHUDOLVW¨�RQHV��:H�ZLOO�FRQVLGHU�WKHVH�IDFWRUV�DQG�WKH�XQGHU�
O\LQJ�HFRORJLFDO�DUJXPHQW�LQ�VHFWLRQ�&�

Table 3 Membership trends in the DGB and FNV
a

Members
(thousands)

Associational
monopolyb

(%)

Growth
(%)

Densityc

(%)

Year DGB FNV DGB FNV Years DGB FNV DGB FNV

1950 5,451 717 91.0 59.0

1955 6,105 748 85.5 67.5 50–55 11.2 11.8 30.3 26.4

1960 6,379 918 82.0 65.6 55–60 4.5 8.3 29.0 26.9

1965 6,575 947 81.2 64.0 60–65 3.1 3.2 27.7 25.4

1970 6,713 1,011 81.4 63.9 65–70 2.1 6.8 26.6 24.0

1975 7,365 1,057 82.1 61.4 70–75 9.7 4.6 27.2 23.0

1980 7,883 1,053 82.6 61.0 75–80 7.0 0.0 28.1 22.3

1985 7,720 894 81.5 59.4 80–85 -2.1 -15.1 27.0 19.0

1990 7,938 1,016 81.8 61.6 85–90 2.8 13.7 25.3 15.5

1991 11,800 1,060 85.8 62.6 90–91 48.6 4.3 28.3 16.3

1996 9,007 1,197 83.6 63.9 91–96 -23.7 11.3 25.8 17.5

a Before 1982: Dutch (Social Democratic) Federation of Trade Unions (NVV) and Dutch Catholic Union
Movement (NKV).

b Membership in DGB or FNV unions as a percentage of total union membership in Germany or the Nether-
lands.

c Employed members of the DGB or FNV unions as a percentage of all employed wage and salary earners
in Germany or the Netherlands.

Source: DUES Database (Mannheimer Zentrum für Europäische Sozialforschung)
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7KH�1HWKHUODQGV��)URP�5HIRUP�E\�'HVLJQ�WR�&KDQJH�E\�1HFHVVLW\

:KHQ��DIWHU�ILYH�\HDUV�RI�ZDU�DQG�RFFXSDWLRQ��WKH�'XWFK�XQLRQV�UHVXUIDFHG�IURP
LOOHJDOLW\�� WKHUH�ZDV�D�VWURQJ�EXW�VKRUW�OLYHG�PRYHPHQW� WR�RYHUFRPH�WKH�SUHZDU
UHOLJLRXV�DQG�LGHRORJLFDO�GLYLVLRQV��+RZHYHU��'XWFK�XQLRQV�GLG�QRW�XQLWH��DV�WKH\
GLG�LQ�*HUPDQ\�RU�$XVWULD��QRU�GLG�WKH\�WU\�WR��DV�WKH�,WDOLDQV�GLG��'HVSLWH�DOPRVW
IRXU�\HDUV�RI�VXVSHQGHG�DFWLYLW\��WKH�WKUHH�SUHZDU�IRUPDWLRQV�¥�6RFLDOLVW��&DWKROLF
DQG�3URWHVWDQW�¥�UHHVWDEOLVKHG�WKHPVHOYHV�ZLWK�QHDUO\�XQFKDQJHG�VWUXFWXUH��ZLWK
WKH�VDPH�QXPEHU�RI�DIILOLDWHV�DQG�GLYLVLRQV�EHWZHHQ�WKHP��3ULYDWH�VHFWRU�XQLRQV
HVWDEOLVKHG� WKHPVHOYHV�DURXQG�VLQJOH�VHFWRUV��PDQ\�RQ� WKH�EDVLV�RI�RFFXSDWLRQV�
VXSHUYLVRUV��IRUHPHQ��RIILFH�ZRUNHUV�DQG�WHFKQLFDO�VWDII�JDWKHUHG�LQ�VHSDUDWH�XQ�
LRQV�� DQG� RI� HDFK� RI� WKHVH� WKHUH�ZHUH� WKUHH�� /RFDO� DQG� FHQWUDO� JRYHUQPHQW� HP�
SOR\HHV�ZHUH�XQLRQL]HG�VHSDUDWHO\��DQG�PRVW�MRLQHG�XQDIILOLDWHG�XQLRQV��,Q������
WKHUH�ZHUH�����XQLRQV� LQ� WRWDO��RQO\���� OHVV� WKDQ� LQ�������6HYHQW\�VL[�XQLRQV�EH�
FDPH�DIILOLDWHG�ZLWK�WKH�WKUHH�PDLQ�IHGHUDWLRQV�

$�8QLW\�8QLRQ�0RYHPHQW�KDG�GHYHORSHG�LQ�WKH�ILQDO�\HDU�RI�WKH�ZDU�DV�SDUW�RI�D
EURDGHU�UHVLVWDQFH�PRYHPHQW��,WV�LQLWLDO�SRSXODULW\�GLG�QRW�ODVW��LW�VRRQ�EHFDPH�D
PRXWKSLHFH� IRU� WKH�&RPPXQLVW� SDUW\� DQG�ZDV�PDUJLQDOL]HG��� 7KH� HYHQWV� GUHZ
WKH� WKUHH� WUDGLWLRQDO� IHGHUDWLRQV� FORVHU� WRJHWKHU�� GHVSLWH� GLIIHUHQW� LGHRORJLFDO
FRPPLWPHQWV�DQG�SROLWLFDO�DIILOLDWLRQV��(YHQ�EHIRUH�WKH�ZDU�HQGHG��WKH\�KDG�GH�
FLGHG� WR�FRRSHUDWH��DW� OHDGHUVKLS� OHYHO�� LQ�D�&RXQFLO�RI�7UDGH�8QLRQ�)HGHUDWLRQV��$
GHHSHQLQJ�RI� WKLV� FRRSHUDWLRQ�DW� WKH� OHYHO�RI� DIILOLDWHG�XQLRQV�ZDV� IRUHVHHQ��EXW
QRW� LPSOHPHQWHG�� 7KH� WKUHH� IHGHUDWLRQV� GLG�� KRZHYHU�� WDNH� VWHSV� WR� HOLPLQDWH
SULFH� DQG�SURGXFW� FRPSHWLWLRQ�EHWZHHQ� WKHP��� DQG�RQH�RI� WKH� ILUVW�GHFLVLRQV�RI
WKH�&RXQFLO�ZDV�WR�VHW�XS�D�UHIRUP�FRPPLWWHH�ZLWK�WKH�WDVN�RI�GHVLJQLQJ�D�XQLIRUP
XQLRQ� VWUXFWXUH� IRU� WKH� WKUHH� IHGHUDWLRQV� LQ� RUGHU� WR� IDFLOLWDWH� FRRSHUDWLRQ� DQG
DGDSW�WKH�XQLRQV�WR�WKH�QHZ�WDVNV�RI�HFRQRPLF�DQG�LQGXVWULDO�FRQVXOWDWLRQ�

7KH�FRPPLWWHHªV�XQDQLPRXV�DGYLFH�WR�UHVWUXFWXUH�WKH�XQLRQV�LQWR�ILIWHHQ�§LQGXV�
WULDO�XQLRQV¨�ZDV�SXEOLVKHG�LQ�HDUO\������DQG�ZDV�DFFHSWHG�E\�WKH�H[HFXWLYHV�RI

                                                    

� ,Q�WKH�VXPPHU�RI�������WKH�8QLW\�8QLRQV�SUREDEO\�KDG�PRUH�PHPEHUV�WKDQ�WKH�6R�
FLDO� 'HPRFUDWV�� ZLWK� ZKRP� XQVXFFHVVIXO� PHUJHU� QHJRWLDWLRQV� WRRN� SODFH� LQ� �����
7KH\�ZHUH�H[FOXGHG�IURP�WKH�RIILFLDO�FRUSRUDWLVW�LQVWLWXWLRQV��VXFK�DV�WKH�)RXQGDWLRQ
RI�/DERU��:LQGPXOOHU�������

� 7R�WKLV�HQG��WKH\�GHFLGHG�WR�OHY\�D�XQLIRUP�PHPEHUVKLS�GXHV�UDWH�¥�WZR�SHUFHQW�RI
JURVV�ZHHNO\�ZDJHV�¥�DQG�WR�HVWDEOLVK�XQLIRUP�IXQGV�IRU�GHDWK�EHQHILWV�DQG��IRU�IH�
PDOH�PHPEHUV��PDUULDJH�EHQHILWV��/DPPHUV������������7KH\�DOVR�DJUHHG�WKDW�DIILOLDWHV
ZRXOG�QRW�DFFHSW�PHPEHUV�ZKR�KDG�EHHQ�H[SHOOHG�IURP�RQH�RI�WKH�RWKHU�WZR�IHGHUD�
WLRQV�
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WKH�WKUHH�IHGHUDWLRQV�ZLWKLQ�PRQWKV��7KLV�ZDV�EDVHG�RQ�WKH�H[SHFWDWLRQ�WKDW� WKH
SRVWZDU�HFRQRP\�ZRXOG�EH�UHRUJDQL]HG�DQG�PDQDJHG�DORQJ�QHZ��UDWLRQDO�OLQHV�
§,Q�RUGHU�WR�SDUWLFLSDWH�HIIHFWLYHO\�LQ�WKH�SURMHFWHG�'XWFK�YHUVLRQ�RI�WKH�FRUSRUDWH
VWDWH�WKH�XQLRQV�KDG�WR�SXW�WKHLU�RZQ�KRXVH�LQ�RUGHU�VR�WKDW�LQWHUQDO�UHSUHVHQWD�
WLRQDO�DQG�MXULVGLFWLRQDO�SUREOHPV�ZRXOG�EH�QR�REVWDFOH¨��:LQGPXOOHU������������
$V�HDUO\�DV�WKH�����V�DQG�����V��6RFLDO�'HPRFUDWLF�YLVLRQV�RI�RUJDQL]HG�FDSLWDOLVP
DQG�IXQFWLRQDO�GHPRFUDF\�KDG�FRQYHUJHG�ZLWK�&DWKROLF�DQG�&DOYLQLVWLF�SULQFLSOHV
RI�FODVV�FROODERUDWLRQ�DQG�VHOI�UHJXODWLRQ�VXEVLGLDU\�WR�VWDWH�LQWHUIHUHQFH��,Q�ERWK
YHUVLRQV��WKH�VHFWRU�HPHUJHG�DV�D�VHOI�FRQWDLQHG�VXEXQLW�DQG�OHYHO�RI�DJJUHJDWLRQ
IRU�VRFLRHFRQRPLF�SODQQLQJ�DQG�FRQVXOWDWLRQ��7KH�NH\�LGHD�ZDV�WR�VHW�XS�D�ELSDU�
WLWH�ERDUG�LQ�HDFK�VHFWRU�ZLWK�WKH�WDVN�RI�VXSHUYLVLQJ�DQG�LQIOXHQFLQJ�WKH�EHKDYLRU
RI�ILUPV��$OWKRXJK�WKH�/DZ�RQ�,QGXVWULDO�2UJDQL]DWLRQ�RI������ZDV�RQO\�D�ZHDN�YHU�
VLRQ�RI�WKH�RULJLQDO�SODQV��DQG�DFWXDO�LPSOHPHQWDWLRQ�ZDV�DQ�RXWULJKW�IDLOXUH�GXH
WR�WKH�UHVLVWDQFH�RI�ODUJH�ILUPV���WKH�XQLRQV�ZHQW�DKHDG�ZLWK�LQWHUQDO�UHIRUP��7R
UHDOL]H�WKH�§RQH�VHFWRU��RQH�XQLRQ¨�LGHD��WKH�UHIRUP�FRPPLWWHH�SURSRVHG�WR�PHUJH
DGMDFHQW� VHFWRUDO� XQLRQV�� GLVVROYH� WKH� RFFXSDWLRQDO� XQLRQV�� DQG� UHGLVWULEXWH� WKH
PHPEHUVKLS�RI�WKH�ODWWHU�WR�WKH�VHFWRUDO�XQLRQV��7KXV��WKH�JHQHUDO�FOHULFDO�ZRUNHUVª
XQLRQV�ZRXOG�KDYH�KDG�WR�QDUURZ�WKHLU�GRPDLQ�WR�FRPPHUFLDO�VHUYLFHV�DQG�WUDQV�
IHU�WKHLU�PHPEHUV�LQ�RWKHU�EUDQFKHV�WR�WKH�UHOHYDQW�LQGXVWULDO�XQLRQV�

2SSRVLWLRQ� WR� WKHVH� SODQV�ZDV� VWURQJ�� DQG� QRQH� RI� WKH� IHGHUDWLRQV� UHDFKHG� WKH
JRDO� RI� ILIWHHQ� VHFWRUDO� XQLRQV�� 7KH� 6RFLDO�'HPRFUDWLF� IHGHUDWLRQ� DFWHG�ZLWK� WKH
JUHDWHVW� UHVROYH�� SHUKDSV� GXH� WR� WKH�ZHLJKW� RI� LWV� EOXH�FROODU� XQLRQV��:KHQ� WKH
GUDIWVPHQªV� XQLRQ� GLVSXWHG� WKH� DXWKRULW\� RI� WKH� IHGHUDO� OHDGHUVKLS�� LW� ZDV� H[�
SHOOHG��2WKHU�XQLRQV�ZHUH�GLVVROYHG�RU�KDG�WKHLU�ERUGHUV�UHGUDZQ��DQG�EHWZHHQ
����� DQG� ����� WKH� QXPEHU� RI� DIILOLDWHV� GHFUHDVHG� IURP� ��� WR� ���� 7KH� 3URWHVWDQW
IHGHUDWLRQ�WRRN�ORQJHU�DQG�XVHG�OHVV�GUDVWLF�PHWKRGV��EXW�DOVR�UHDOL]HG�WKH�JRDO�RI
LQWHJUDWHG� LQGXVWULDO� XQLRQLVP�� $W� WKH� VDPH� WLPH�� LW� VHL]HG� WKH� RSSRUWXQLW\� RI
PRYLQJ�LQWR�VHFWRUV�ZKHUH�LW�KDG�SUHYLRXVO\�KDUGO\�H[LVWHG��DQG�LWV�WRWDO�QXPEHU
RI�DIILOLDWHV�UHPDLQHG�FRQVWDQW�DW�����,W�LV�LURQLF�WKDW�WKH�&DWKROLF�IHGHUDWLRQ��LWVHOI
PRVW�FRPPLWWHG�WR�WKH�LGHD�RI�VHFWRUDO�FRUSRUDWLVP��ZDV�XQDEOH�WR�RYHUFRPH�WKH
RSSRVLWLRQ�RI� LWV�ZKLWH�FROODU�XQLRQV��ZKR�VXFFHVVIXOO\�UDOOLHG� WKH�VXSSRUW�RI� LQ�
WHOOHFWXDOV�DQG�FKXUFK� OHDGHUV�DJDLQVW�D�XQLRQ�ZLWK�PDQXDO�ZRUNHUV�� ,Q� LWV�FDVH�
WKH�QXPEHU�RI�DIILOLDWHV�UHPDLQHG�XQFKDQJHG�DW����

                                                    

� 7KH�ODZ�FUHDWHG�D�WKUHH�OD\HUHG�VWUXFWXUH�RI�FRQVXOWDWLRQ��DW�WKH�WRS�D�WULSDUWLWH�6RFLDO
(FRQRPLF�&RXQFLO�WR�DGYLVH�WKH�JRYHUQPHQW��LQ�WKH�PLGGOH�D�VHW�RI�ELSDUWLWH�,QGXVWU\
RU� 3URGXFW�*URXS� %RDUGV� WR� VXSHUYLVH� SULFLQJ� GHFLVLRQV�� DQG� DW� WKH� ERWWRP�ZRUNV
FRXQFLOV�WKDW�LQFOXGHG�WKH�HPSOR\HU�
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,W�VRRQ�EHFDPH�FOHDU�WKDW�PDQ\�RI�WKHVH�XQLRQV�ZHUH�QRW�YLDEOH��$W�WKH�HQG�RI�WKH
VWDWXWRU\�ZDJH�UHVWUDLQW�SROLFLHV�LQ�������ZKHQ�'XWFK�ZDJHV�FDXJKW�XS�ZLWK�WKRVH
LQ�QHLJKERULQJ�FRXQWULHV��WKH�VDODULHV�RI�XQLRQ�VWDII�ZHUH�SXVKHG�XS�DV�ZHOO��8Q�
LRQV� KDG� EHHQ� XQDEOH� WR� HQIRUFH� PHPEHUVKLS� FRQWULEXWLRQV� RI� WZR� SHUFHQW� RI
JURVV�ZHHNO\�HDUQLQJV��0HPEHUVKLS�VWDJQDWHG�DQG�LQ�WKH�ODWH�����V��ZKHQ�LQGXV�
WULHV� VXFK� DV�PLQLQJ�� WH[WLOHV� DQG� VKLSEXLOGLQJ� VXIIHUHG� VHYHUH� MRE� ORVVHV��PDQ\
XQLRQV�ZHUH� LQ� ILQDQFLDO� WURXEOH� �'XERLV� ������� %\� ������ WKH\�ZHUH� ORRNLQJ� IRU
PHUJHUV� LQ� WZR� GLUHFWLRQV�� EHWZHHQ� DGMDFHQW� LQGXVWULHV� DQG� DFURVV� WKH� UHOL�
JLRXV�GLYLGH�

$JDLQ��WKH�6RFLDO�'HPRFUDWLF�IHGHUDWLRQ�SXUVXHG�WKH�EROGHVW�VROXWLRQ��,Q�������LWV
FKDLUPDQ�SURSRVHG�WR�UHSODFH�WKH�IHGHUDO�VWUXFWXUH��EDVHG�RQ�PHPEHUVKLS�LQ�DI�
ILOLDWH� XQLRQV�� E\� D� XQLWDU\� VWUXFWXUH�� ZLWK� GLUHFW� HPSOR\HH�PHPEHUVKLS� DQG� D
VKDUHG�H[HFXWLYH��DGPLQLVWUDWLRQ�DQG�VHUYLFH�RUJDQL]DWLRQ��7KLV�§RQH�ELJ�XQLRQ¨�¥
ZLWK���������PHPEHUV��RU�WZLFH�WKH�QXPEHU�RI������DQG�KDOI�WKDW�RI�WRGD\�¥�ZDV
WR�EH�LQWHUQDOO\�GLIIHUHQWLDWHG�LQWR�HLJKW�EURDG�VHFWRUV�IRU�WKH�SXUSRVH�RI�PHPEHU�
VKLS� UHSUHVHQWDWLRQ� DQG� FRRUGLQDWLRQ� RI� FROOHFWLYH� EDUJDLQLQJ�� 7KH� SURSRVDO� UH�
FHLYHG�VWURQJ�EDFNLQJ� IURP�PDQXIDFWXULQJ�XQLRQV�DQG�ZRQ����SHUFHQW� LQ�D� WHVW
YRWH�LQ�WKH�*HQHUDO�&RXQFLO��+RZHYHU��ZKHQ�WKH�SXEOLF�VHFWRU�XQLRQ�DQQRXQFHG
WKDW� LW�ZRXOG�UHVLJQ� LI� WKH� IHGHUDWLRQ�SXVKHG�DKHDG�� WKLV�SXW�DQ�HQG� WR� WKH�SUR�
SRVDO�� ,I� QRWKLQJ� HOVH�� WKLV� HSLVRGH� VLJQDOHG� WKH� ULVH� RI� WKH� SXEOLF� VHFWRU� LQ� WKH
'XWFK�XQLRQ�PRYHPHQW�DQG�WKH�HQG�RI�WKH�XQFKDOOHQJHG�DXWKRULW\�RI�IHGHUDWLRQV
RYHU�DIILOLDWHV�WKDW�KDG�EHHQ�VR�FKDUDFWHULVWLF�RI�WKH�HDUO\�SRVWZDU�\HDUV�

)UXVWUDWHG�� WKH�PDQXIDFWXULQJ�XQLRQV�GHFLGHG� WR� DFW� RQ� WKHLU� RZQ�� ,Q� ������ WKH
WKUHH�XQLRQV�LQ�PHWDO�HQJLQHHULQJ��LQ�WH[WLOH��FORWKLQJ�DQG�OHDWKHU�DQG�LQ�PLVFHOOD�
QHRXV�LQGXVWULHV��FKHPLFDOV��UXEEHU��VWRQH��SDSHU��VXJDU��EHYHUDJHV��DQG�FOHDQLQJ�
DV�ZHOO�DV�ZKDW�ZDV�OHIW�RI�WKH�PLQLQJ��WREDFFR�DQG�GLDPRQG�LQGXVWULHV��DPDOJD�
PDWHG�WR�IRUP�WKH�,QGXVWULHERQG��,%���6LPLODU�DPDOJDPDWLRQV�WRRN�SODFH�EHWZHHQ
XQLRQV�LQ�FRQVWUXFWLRQ�DQG�LQ�ZRRG�DQG�IXUQLWXUH��DV�ZHOO�DV�EHWZHHQ�XQLRQV�LQ
IRRG�SURFHVVLQJ��GDLU\LQJ�DQG�DJULFXOWXUH��,Q�RUGHU�QRW�WR�ORVH�WLPH��&DWKROLF�DQG
3URWHVWDQW�XQLRQV�IROORZHG�VXLW��7KH�WRWDO�QXPEHU�RI�DIILOLDWHV�IHOO�IURP����LQ�����
WR����LQ������

,Q�D�SDUDOOHO�PRYHPHQW�� WKH� WKUHH� IHGHUDWLRQV� WULHG� WR�DFKLHYH�FORVHU� LQWHJUDWLRQ�
,Q�������ZKHQ�WKH�3URWHVWDQW�IHGHUDWLRQ�UHMHFWHG�D�IXOO�PHUJHU�� LWV�&DWKROLF�FRXQ�
WHUSDUW��ZKLFK�ZDV�H[SHULHQFLQJ�LQFUHDVLQJ�ILQDQFLDO�GLIILFXOWLHV�GXH�WR�GHFOLQLQJ
PDQXDO�XQLRQV�DQG�WKH�GHSDUWXUH�RI�LWV�ZKLWH�FROODU�XQLRQV���KDG�QR�FKRLFH�EXW�WR

                                                    

� 7KH� WZR�ZKLWH�FROODU� XQLRQV� RI� WKH�&DWKROLF� IHGHUDWLRQ� DQWLFLSDWHG� WKDW� WKH\�PLJKW
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MRLQ� XS�ZLWK� WKH� 6RFLDO�'HPRFUDWLF� IHGHUDWLRQ�� 7KH� DFWXDO�PHUJHU� SURFHHGHG� LQ
WZR�VWDJHV�� LQ������� WKH� WZR� IHGHUDWLRQV� IRUPHG�D�QHZ�)HGHUDWLRQ� RI�'XWFK�7UDGH
8QLRQV��)19���VL[�\HDUV�ODWHU��WKH\�DPDOJDPDWHG��7KH����DIILOLDWHV�RI������EHFDPH
���LQ�������ZKLFK�FRPSDUHG�WR����DIILOLDWHV�LQ�WKH�3URWHVWDQW�IHGHUDWLRQ��&19��

7KH�VL]H�DQG�GRPDLQV�RI� WKHVH�XQLRQV�GLIIHU�FRQVLGHUDEO\��7KH� WZR� ODUJHVW�)19
XQLRQV� UHSUHVHQW� DERXW� RQH� KDOI� RI� WKH� WRWDO� )19� PHPEHUVKLS�� DQG� WKH� HLJKW
VPDOOHVW�OHVV�WKDQ�WKUHH�SHUFHQW��7KH�ODUJHVW�XQLRQ�LQ�HDFK�RI�WKH�WZR�IHGHUDWLRQV
LV� D� SXEOLF� VHFWRU� XQLRQ�� $EYD.DER�� UHSUHVHQWLQJ� �������� RI� WKH� ���������� )19
PHPEHUV��DQG�LWV�&KULVWLDQ�VLVWHU�XQLRQ��&)2��UHSUHVHQWLQJ��������RI�WKH��������
&19�PHPEHUV���%RWK�XQLRQV� UHFUXLW� LQ� WKH�SXEOLF�� VHPL�SXEOLF� �VXEVLGL]HG��DQG
IRUPHUO\�SXEOLF� VHFWRUV�� UDQJLQJ� IURP�SXEOLF� DGPLQLVWUDWLRQ� WR� VRFLDO� LQVXUDQFH�
ZHOIDUH�DQG�KHDOWK�VHUYLFHV��XQLYHUVLWLHV��XWLOLWLHV�DQG�WKH�SULYDWL]HG�WHOHFRPPX�
QLFDWLRQV�V\VWHP��377��WR�VKHOWHUHG�ZRUNSODFHV�IRU�GLVDEOHG�ZRUNHUV��,Q�DGGLWLRQ�
WKHUH�DUH�WKUHH�VPDOOHU�)19�XQLRQV�LQ�WKH�SXEOLF�VHFWRU�ZLWK�D�VWURQJ�RFFXSDWLRQDO
LGHQWLW\�� IRU� WHDFKHUV���������PHPEHUV���PLOLWDU\�VWDII� ��������PHPEHUV���DQG�SR�
OLFH�RIILFHUV���������PHPEHUV��

7KH�ODUJHVW�XQLRQ�LQ�WKH�SULYDWH�VHFWRU��WKH�,%��KDV���������PHPEHUV�LQ�LQGXVWULHV
VXFK� DV� IRRG� DQG� EHYHUDJHV�� PHWDO� HQJLQHHULQJ�� FKHPLFDOV�� WH[WLOHV�� FORWKLQJ�
EXLOGLQJ� PDWHULDOV�� LQGXVWULDO� FOHDQLQJ� DQG� KRXVHKROG� VHUYLFHV�� 7KHUH� DUH� WZR
PRUH�XQLRQV�LQ�PDQXIDFWXULQJ��RQH�LQ�IRRG�DQG�DJULFXOWXUH���������PHPEHUV��DQG
RQH� LQ� SULQWLQJ�� SDSHU� DQG� SXEOLVKLQJ� �������� PHPEHUV��� :RRG� DQG� IXUQLWXUH
ZRUNHUV� DUH� RUJDQL]HG� WRJHWKHU� ZLWK� WKH� FRQVWUXFWLRQ� ZRUNHUV� LQ� WKH� %+%
��������� PHPEHUV��� 3ULYDWH� VHUYLFHV� DUH� RUJDQL]HG� PDLQO\� E\� WZR� XQLRQV�� WKH
WUDQVSRUW�XQLRQ�KDV��������PHPEHUV��ZKHUHDV�WKH�VHUYLFHV�XQLRQ��'LER��KDV�������
PHPEHUV� LQ� GHSDUWPHQW� DQG� UHWDLO� VWRUHV�� FRPPHUFH�� EDQNLQJ� DQG� LQVXUDQFH�
EXVLQHVV�DQG�SURIHVVLRQDO�VHUYLFHV��UDGLR�DQG�WHOHYLVLRQ��QRQSURILW�RUJDQL]DWLRQV�
DQG�SHUVRQDO�VHUYLFHV��,Q�DGGLWLRQ��WKHUH�DUH�VHYHQ�VPDOO��SDUWO\�RFFXSDWLRQDO�XQ�

�������������������������������������������������������������������������������������������������������������������������������������������������
QRW�EH�DEOH�WR�GHIHQG�WKHLU�VHSDUDWH�VWDWXV�LQ�D�PHUJHU�ZLWK�WKH�6RFLDO�'HPRFUDWV�DQG
GHFLGHG�WR�OHDYH�LQ�������7KH\�WHDPHG�XS�ZLWK�XQLRQV�RI�PDQDJHULDO�VWDII�DQG�VHQLRU
FLYLO�VHUYDQWV�LQ�D�QHZ�IHGHUDWLRQ��WKH�0+3��IRXQGHG�LQ������

� 7KH�)19�UHSUHVHQWV����SHUFHQW�RI�DOO�XQLRQ�PHPEHUV�LQ�WKH�FRXQWU\�DQG�WKH�&19���
SHUFHQW� �DOO� ILJXUHV�DUH�DV�RI� -DQXDU\�������� WKH�0+3�DGGV�DQRWKHU���SHUFHQW�DQG�D
IRXUWK�IHGHUDWLRQ��WKH�$&9����SHUFHQW��7KH�$&9��ZKLFK�FRPSULVHV�DERXW����RFFXSD�
WLRQDO�XQLRQV�DQG�IHGHUDWLRQV�ZLWK�PHPEHUVKLS�PDLQO\�LQ�WKH�SXEOLF�VHFWRU��DPDOJD�
PDWHG�ZLWK�WKH�)19�LQ�WKH�FRXUVH�RI�������LWV�WHDFKHUVª�DQG�JRYHUQPHQW�VWDII�XQLRQ
MRLQHG�WKH�UHVSHFWLYH�)19�XQLRQV��%XW�LQ�������PRVW�DIILOLDWHV��DQG�KDOI� LWV�PHPEHU�
VKLS��OHIW�WKH�$9&��DQG�VRPH�KDYH�IRUPHG�D�QHZ�LQGHSHQGHQW�IHGHUDWLRQ��ZKLFK�YLHV
IRU�WKH�PHPEHUVKLS�RI�WKH�LQGHSHQGHQW�RFFXSDWLRQDO�XQLRQV�RI�QXUVHV��WUDLQ�GULYHUV�
SLORWV��DLU�WUDIILF�FRQWUROOHUV��EDQNLQJ�VWDII�DQG�WKH�OLNH��1HJRWLDWLRQV�KDYH�VWDUWHG�WR
MRLQ�WKH�0+3��ZKLFK�LV�LWVHOI�LQ�D�SURFHVV�RI�UHVWUXFWXULQJ�
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LRQV�IRU�KRWHOV�DQG�FDWHULQJ��PHUFKDQW�QDY\�RIILFHUV��MRXUQDOLVWV��DUWLVWV��ZRUNHUV�LQ
VSRUWV�IDFLOLWLHV��SURIHVVLRQDO�VRFFHU�SOD\HUV��DQG�KDLUGUHVVHUV��

7KLV�VWUXFWXUH�LV�XQGRXEWHGO\�D�IDU�FU\�IURP�WKH�RULJLQDO�JRDO�RI�ILIWHHQ�LQGXVWULDO
XQLRQV�RI�URXJKO\�HTXDO�LPSRUWDQFH��7KUHH�RI�WKH�)19�XQLRQV��$EYD.DER��WKH�,%
DQG�'LER�� DUH�PXOWLVHFWRUDO� DQG� HYHQ� FRQJORPHUDWH� XQLRQV�� ZKLOH� RWKHUV� FRYHU
MXVW�RQH�VHFWRU�RU�OHVV��DQG�VWLOO�RWKHUV�RUJDQL]H�RFFXSDWLRQDO�JURXSV��,Q�IDFW��PRUH
WKDQ�KDOI�RI�WKH�XQLRQV�LQ�WKH�)19�ZRXOG�QRW�EH�YLDEOH�ZLWKRXW�WKH�KLGGHQ�VXEVL�
GLHV� LQYROYHG� LQ� IHGHUDWLRQ� VHUYLFHV� WKDW� DUH� HVVHQWLDOO\� SDLG� IRU� E\� WKH� WKUHH
VWURQJHVW� DQG� ULFKHVW� DIILOLDWHV��� 2FFDVLRQV� IRU� GRPDLQ� RYHUODS� DQG� FRQIOLFW� DUH
QXPHURXV�� IRU� H[DPSOH� LQ� FRPPHUFLDO� ILVKLQJ� �DJULFXOWXUH� RU� WUDQVSRUW��� LQ
EXLOGLQJ�PDWHULDOV��SOXPELQJ�DQG�HOHFWULFLW\� �PDQXIDFWXULQJ�RU� FRQVWUXFWLRQ��� LQ
IRRG�UHWDLOLQJ��VHUYLFHV�RU�IRRG�SURFHVVLQJ���DQG�LQ�FRPPXQLFDWLRQ��SXEOLF�VHFWRU
RU� VHUYLFHV���0RUHRYHU�� QHZ� DQG� H[SDQGLQJ� EUDQFKHV� RI� DFWLYLW\�� VXFK� DV� HQYL�
URQPHQWDO�SURWHFWLRQ��FOHDQLQJ��WRXULVP�DQG�LQIRUPDWLRQ�VHUYLFHV��DUH�KDUG�WR�DO�
ORFDWH�EHWZHHQ�XQLRQV�

,Q������WKH�)19�LGHQWLILHG�DURXQG����FRQWHVWHG�GRPDLQV��,Q�D�VHOI�FULWLFDO�UHSRUW�
LW�DOVR�SRLQWHG�RXW�WKDW�WKHUH�ZHUH�DUHDV�RI�WKH�HFRQRP\�ZKHUH�QR�DIILOLDWH�XQLRQ
KDG� VXIILFLHQW� UHVRXUFHV� WR� UHFUXLW�� RUJDQL]H� DQG� UHSUHVHQW�ZRUNHUV��7KLV� LV�SDU�
WLFXODUO\� WUXH� IRU� ODUJH�DUHDV�RI� FRPPHUFLDO� DQG�SURIHVVLRQDO� VHUYLFHV� �LQFOXGLQJ
VRIWZDUH�DQG�FRPSXWLQJ�ILUPV���ZKHUH�XQLRQV�DUH�YLUWXDOO\�QRQH[LVWHQW��%XVLQHVV
RXWVRXUFLQJ�VWUDWHJLHV�DQG�WKH�ULVH�RI�VPDOO�ILUPV��WKH�UHORFDWLRQ�RI�DQFLOODU\�VWDII
WR�FKHDSHU�FROOHFWLYH�DJUHHPHQWV��WKH�LQFUHDVLQJ�XVH�RI�QRQVWDQGDUG�HPSOR\PHQW
FRQWUDFWV��DQG�JURZLQJ�SDUW�WLPH�HPSOR\PHQW�DOO�DGG�WR�WKH�§EODQN�VSRWV¨�RQ�WKH
XQLRQ�PDS�� 7KH� LQWHUQDO� UHYLHZ� FRPPLWWHH� RI� WKH� )19��ZKLFK� ORRNHG� LQWR� WKH
FDXVHV�RI�WKH�KXJH�PHPEHUVKLS�ORVVHV�RI�WKH�HDUO\�����V��VHH�7DEOH�����SURSRVHG�D

                                                    

� 1HDUO\�WKH�VDPH�VWUXFWXUDO�GLYHUVLW\�RI�DIILOLDWHV�LV�IRXQG�LQ�WKH�&KULVWLDQ��3URWHVWDQW�
IHGHUDWLRQ��H[FHSW�IRU�SURIHVVLRQDO�VRFFHU�SOD\HUV��KRWHO�DQG�UHVWDXUDQW�ZRUNHUV�DQG
QDY\�RIILFHUV��ZKR�DOO�ZRUN�RQ�6XQGD\V�

� &RPELQLQJ� WKH�ROG�ZHDOWK�RI� WKH�PLQHUV�� WKH�GLDPRQG�DQG� WKH�PHWDO�ZRUNHUVª�XQ�
LRQV��WKH�,%�LV�WKH�ULFKHVW�'XWFK�XQLRQ��LW�ERDVWV����SHUFHQW�RI�DOO�ILQDQFLDO�DVVHWV�DQG
KDOI� RI� WKH� VWULNH� UHVHUYHV� RI� WKH� )19� DQG� LWV� DIILOLDWHV� WRJHWKHU�� 7KH� %+%
�FRQVWUXFWLRQ��FRPHV�VHFRQG�ZLWK����DQG����SHUFHQW�UHVSHFWLYHO\��6PLG�DQG�6FKLOVWUD
�������7RJHWKHU��ERWK�XQLRQV�UHSUHVHQW�URXJKO\�WZR�WKLUGV�RI�WKH�WRWDO�ZHDOWK�RI�WKH
)19�DQG�LWV�XQLRQV��HVWLPDWHG�DW�����PLOOLRQ�'XWFK�JXLOGHUV� LQ�������'XERLV�������
$EYD.DER�DQG�WKH�SULQWHUV�DUH�WKH�RQO\�RWKHU�XQLRQV�¥�ZLWK���DQG���SHUFHQW�RI� WKH
WRWDO�DVVHWV�� UHVSHFWLYHO\�¥�ZLWK�D� VRXQG� ILQDQFLDO�EDVLV��$�XQLRQªV� ILQDQFLDO�EDVLV� LV
VRXQG� LI� LWV� DQQXDO� H[SHQGLWXUH� LV�PDWFKHG�E\� DQQXDO� VXEVFULSWLRQ� LQFRPH�� LI� QRQ�
IL[HG�DVVHWV�DUH�URXJKO\�HTXDO�WR�WKH�DQQXDO�EXGJHW��DQG�LI�WKHUH�LV�D�VHSDUDWH�VWULNH
IXQG�ZKLFK�URXJKO\�HTXDOV�RQH�GD\�RI�IXOO�VWULNH�SD\PHQW�IRU�DOO�PHPEHUV�
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MRLQW� UHFUXLWPHQW�HIIRUW�DQG�D�FRQVROLGDWLRQ�RI�PHPEHUVKLS�VHUYLFHV� WR�HOLPLQDWH
GXSOLFDWLRQ���+RZHYHU��$EYD.DER�DQG� WKH� ,%�YHWRHG� D� VWUXFWXUDO� UHIRUP�ZKLFK
PLJKW�KDYH�UHJURXSHG�WKH�)19�LQ�WKUHH�RU�IRXU�EURDG�VHFWRUDO�XQLRQV��7KH\�DOVR
UHVLVWHG�D�FHQWUDOL]DWLRQ�RI�PHPEHUVKLS�VHUYLFHV�DW� WKH�IHGHUDO� OHYHO��ZKLFK�IURP
WKHLU�SRLQW�RI�YLHZ�ZRXOG�PDLQO\�KDYH�UDLVHG�WKH�VWUXFWXUDO�VXEVLG\�WR�WKH�VPDOOHU
DIILOLDWHV�

6RPH� DFWLRQ�ZDV� QHHGHG�� KRZHYHU�� DV� WKH� IHGHUDWLRQ� DQG�PDQ\� RI� LWV� DIILOLDWHV
ZHUH�LQ�GLUH�ILQDQFLDO�VWUDLWV��7KH�WRWDO�QXPEHU�RI�VWDII�ZDV�UHGXFHG�E\�RQH�WKLUG
EHWZHHQ������DQG�������SDUWO\�EHFDXVH�SUHYLRXV�PHUJHUV�KDG�OHIW� WKH� IHGHUDWLRQ
DQG� PDQ\� XQLRQV� RYHUVWDIIHG��� 7RJHWKHU� ZLWK� WKH� %+%�� WKH� ,%� DUUDQJHG� IRU� D
QXPEHU�RI�ORDQV�DQG�RQH�WLPH�VXEVLGLHV�WR�EDLO�RXW�WKH�IHGHUDWLRQ�DQG�SD\�IRU�LWV
QHZ�� VPDOOHU� EXLOGLQJ���� $OVR�� WRJHWKHU� ZLWK� $EYD.DER�� WKH\� ILQDQFHG� UHFUXLW�
PHQW�GULYHV�E\�WKH�VHUYLFHV�DQG�WUDQVSRUW�XQLRQV�LQ�EDQNLQJ�DQG�DW�WKH�$PVWHU�
GDP�DLUSRUW��,Q�D�QXPEHU�RI�FDVHV��GRPDLQV�DQG�PHPEHUV�ZHUH�VZDSSHG��EXW� LW
VRRQ�EHFDPH�FOHDU�WKDW�VXFK�H[HUFLVHV�ZHUH�H[WUHPHO\�SDLQIXO�DQG�SDUDPRXQW�WR
LQYLWLQJ�VHFHVVLRQ�

$� PRUH� VWUXFWXUDO� DSSURDFK� ZDV� UHTXLUHG�� 7KH� VHUYLFHV� DQG� WUDQVSRUW� XQLRQV
ZHUH� GHVSHUDWH� IRU� D� PHUJHU� DQG� EHJDQ� WR� VHQG� RXW� LQYLWDWLRQV�� ,Q� ������ WKH
FKDLUPDQ�RI�WKH�WUDQVSRUW�XQLRQ�SURSRVHG�D�FOXVWHULQJ�LQ�WKUHH�JURXSV��LQGXVWU\�
SULYDWH� VHUYLFHV� DQG�SXEOLF� VHUYLFHV��ZLWK� D� MRLQW� LQYHVWPHQW� IXQG� IRU� XQLRQ� UH�
FUXLWPHQW� LQ� WKH� SULYDWH� VHUYLFH� VHFWRU� �9UHHPDQ� DQG� +HQGULNV� ������� 6L[� PH�
GLXP�VL]HG�XQLRQV� VXFFHHGHG� LQ� SDVVLQJ� D� UHVROXWLRQ� DW� WKH� ����� )19�GHOHJDWH

                                                    

� §'H�)19�LQ�GH�NRPHQGH����MDDU�¨�$PVWHUGDP��������DQG�)19������SURMHFW��$PVWHU�
GDP�������

� ,Q� WKH�PLG�����V�� WKH� ,%�HOLPLQDWHG����� VWDII�SRVLWLRQV� �RQH� IRXUWK�RI� WKH� WRWDO��� WKH
%+%� ���� WKH� )19� IHGHUDWLRQ� ���� DQG� DQRWKHU� ��� LQ� WKH� ����V�� 7RWDO� XQLRQ� VWDII� GH�
FOLQHG�IURP�������WR��������DQG�DW�WKH�IHGHUDO�OHYHO�IURP�����WR������H[FOXGLQJ�VWDII�LQ
WUDLQLQJ�FHQWHUV��

�� 7KH� ODVW� RI� WKHVH� LQYROYHG� D� ILQDQFLDO� UHVFXH�SDFNDJH�RI� ���PLOOLRQ�'XWFK�JXLOGHUV�
ZKLFK�ZDV�URXJKO\�D�IXOO�DQQXDO�EXGJHW�RI� WKH�IHGHUDWLRQ��7KH�UHFDSLWDOL]DWLRQ�ZDV
EDGO\�QHHGHG�EHFDXVH� WKH� )19ªV� RZQ� UHVRXUFHV� KDG�EHHQ�GHSOHWHG� WR� OHVV� WKDQ� ��
PLOOLRQ�JXLOGHUV� ����SHUFHQW�RI� WKH�DQQXDO�EXGJHW��DV� VXEVFULSWLRQ� LQFRPH� �IURP� LWV
DIILOLDWHV��IHOO�EHKLQG�H[SHQGLWXUH��$OWKRXJK�WKH�)19�XQLRQV�VKRZHG�ODUJH�PHPEHU�
VKLS�JDLQV�RI�RYHU����SHUFHQW� IURP�����¥������VXEVFULSWLRQ� LQFRPH�RQO\�URVH���SHU�
FHQW� LQ� UHDO� WHUPV� GXULQJ� WKDW� SHULRG�� KHQFH� VXEVFULSWLRQV� SHU� PHPEHU� GHFOLQHG�
6LQFH�WKH�FRQWULEXWLRQ�WR�WKH�IHGHUDWLRQ�LV�IL[HG�DV�D�SHUFHQWDJH�RI�PHPEHUVKLS�GXHV
DQG�KDV�KDUGO\�FKDQJHG��WKLV�PXVW�PHDQ�WKDW�WKH�GXHV�ZKLFK�PHPEHUV�SD\�WR�WKHLU
XQLRQV�KDYH�IDOOHQ�EHKLQG�DQG�PRUH�PHPEHUV�SD\�OHVV�WKDQ�IXOO�UDWHV�EHFDXVH�RI�XQ�
HPSOR\PHQW�RU�UHWLUHPHQW�
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FRQIHUHQFH�� SURSRVLQJ� D� UHQHZHG� VWXG\� RI� WKH� SRVVLELOLW\� RI� FORVHU� FRRSHUDWLRQ�
6LQFH�D�PHUJHU�EHWZHHQ�WKHP�ZRXOG�QRW�KDYH�PDGH�WKHP�ULFK�DQG�WKH�SURSRVDO
IRU�D�FRPPRQ�LQYHVWPHQW�SODQ�IRU�WKH�SULYDWH�VHFWRU�KDG�EHHQ�UHMHFWHG�E\�WKH�ULFK
XQLRQV��WKH�WUDQVSRUW�DQG�VHUYLFH�XQLRQV�KDG�QR�RSWLRQ�EXW�WR�FRXUW�WKH�XQLRQV�LQ
WKH�PDQXIDFWXULQJ�LQGXVWU\��$�QHJRWLDWHG�PHUJHU�EHWZHHQ�'LER�DQG�WKH�SULQWHUV
IDLOHG�EHFDXVH�'LER�QHHGHG�PRUH�PRQH\�WKDQ�WKH�SULQWLQJ�XQLRQ�FRXOG�RIIHU��WKH
ODWWHUªV�PHPEHUVKLS�GLVOLNHG�WKH�PHUJHU�IRU�SROLWLFDO�UHDVRQV�DQG�YRWHG�DJDLQVW�LW
RQ�WKH�JURXQGV�WKDW�WKH�MRXUQDOLVWV�ZHUH�QRW�WDNLQJ�SDUW��6LJQLILFDQWO\��WKH�SULQWHUV
ZHUH� WKH� ILUVW� 'XWFK� XQLRQ� WR� FRQWHPSODWH� D� WUDQVQDWLRQDO�PHUJHU�� LQ� )HEUXDU\
������ WKH\� DQQRXQFHG� WKDW� WKH\� ZHUH� VHHNLQJ� DPDOJDPDWLRQ� ZLWK� WKH� SULQWHUVª
XQLRQV� LQ� *HUPDQ\�� $XVWULD� DQG� 6ZLW]HUODQG���� 9DULRXV� RWKHU� PHUJHU� HIIRUWV
IDLOHG�XQWLO��LQ�0D\�������WKH�,%�DQQRXQFHG�WKDW�LW�KDG�VWDUWHG�PHUJHU�WDONV�ZLWK
'LER��:LWKLQ�ZHHNV��WZR�PRUH�XQLRQV��WUDQVSRUW�DQG�IRRG��LQYLWHG�WKHPVHOYHV�WR
WKH�SDUW\��7KH�FRQVWUXFWLRQ�XQLRQ�DOVR� WULHG� WR� MRLQ� WKH�EDQGZDJRQ��EXW�ZDV� UH�
MHFWHG�EHFDXVH�LWV�SDUWLFLSDWLRQ�ZRXOG�KDYH�GHOD\HG�FRPSOHWLRQ�RI�WKH�PHUJHU�

$SSURYDO�E\�WKH�GHOHJDWH�FRXQFLOV�RI�WKH�IRXU�XQLRQV�FDPH�TXLFNO\��7KH�QHZ�XQ�
LRQ��ZKLFK� FKRVH� WKH� QDPH� §$OOLHV¨� �LQ�'XWFK�� §%RQGJHQRWHQ¨���ZLOO� FRPH� LQWR
H[LVWHQFH�HDUO\� LQ������DQG�ZLOO� UHSUHVHQW�DSSUR[LPDWHO\����SHUFHQW�RI� WKH�)19
PHPEHUVKLS��LW�RUJDQL]HV�WKURXJKRXW�WKH�SULYDWH�VHFWRU��IURP�WKH�DJULFXOWXUH�DQG
PDQXIDFWXULQJ� LQGXVWU\� WR� VHUYLFHV�� 7KH� FRQVWUXFWLRQ� XQLRQ� ZLOO� SUREDEO\� MRLQ
ODWHU� VLQFH� LW� KDV� QR� RWKHU� RSWLRQV��$EYD.DER�ZLOO� IRUP� D� VHFRQG� EORF� WKURXJK
FRQWLQXRXV� JURZWK� LQ� LWV� GRPDLQ�� HVSHFLDOO\� LQ� KHDOWK� FDUH� DQG� FRPPXQLFDWLRQ
VHUYLFHV��DQG�E\�DEVRUELQJ�RWKHU�XQLRQV��,Q������LW�ZLOO�LQFRUSRUDWH�WKH�$&9�XQ�
LRQ�IRU�ORFDO�JRYHUQPHQW�VWDII�DQG�EHJLQ�D�FRRSHUDWLRQ�SURMHFW�ZLWK�WKH�WHDFKHUVª
XQLRQ�ZKLFK�ZDV�IRUPHG�HDUO\�LQ������IURP�D�PHUJHU�ZLWK�DQRWKHU�$&9�XQLRQ�
$QRWKHU�LQGHSHQGHQW�XQLRQ�GHFOLQHG�DQ�LQYLWDWLRQ�WR�MRLQ��DV�GLG�WKH�)19�XQLRQV
RI�SROLFHPHQ�DQG�PLOLWDU\�RIILFHUV��:KHWKHU� WKHVH�XQLRQV�ZLOO� UHPDLQ� LQGHSHQG�
HQW�ZLOO�GHSHQG�RQ�ZKHWKHU� WKHLU� ORFDWLRQ� LQ� WKH�SXEOLF� VHFWRU�FRQWLQXHV� WR�SUR�
YLGH� WKHP�ZLWK� HIIHFWLYH� RUJDQL]DWLRQDO� VHFXULW\���� RQ� WKH� OHYHO� RI� VHUYLFHV� SUR�

                                                    

�� 7KH�SUHVVXUH�RQ�WKH�XQLRQ�LV�VWURQJ�EHFDXVH� LWV�GRPDLQ�LV�VKULQNLQJ�DQG�WKH�FORVHG
VKRS�IRU�PDQXDO�ZRUNHUV�LV�UDSLGO\�ORVLQJ�LWV�VLJQLILFDQFH�DV�D�FRQVHTXHQFH�RI�WHFK�
QRORJLFDO�DQG�RUJDQL]DWLRQDO�FKDQJH��3ULQWLQJ�LV�WKH�RQO\�LQGXVWU\�LQ�WKH�1HWKHUODQGV
ZLWK�D�IRUPDO�FORVHG�VKRS��VLQFH�������

�� 6WURQJ�SURYLVLRQV� IRU� XQLRQ� VHFXULW\�� VXFK� DV� SDLG� OHDYH� IRU�ZRUNSODFH� UHSUHVHQWD�
WLYHV� DQG� LQYROYHPHQW� LQ� FRQIOLFW� UHVROXWLRQ� SURFHGXUHV�� KDYH� KHOSHG� XQLRQV� RI
WHDFKHUV��SROLFH�DQG�PLOLWDU\�RIILFHUV��KDLUGUHVVHUV�EHQHILW�IURP�WKHLU�SDUWLFLSDWLRQ�LQ
ELSDUWLWH� WUDLQLQJ�DQG� OLFHQVH�ERDUGV�� MRXUQDOLVWV��DUWLVWV�DQG�PHUFKDQW�QDY\�RIILFHUV
IURP� D� VWURQJ� VHQVH� RI� RFFXSDWLRQDO� LGHQWLW\�� DQG� SURIHVVLRQDO� VRFFHU� SOD\HUV� IURP
WKHLU�FRQWURO�RI�WKH�WUDQVIHU�V\VWHP��,W�LV�QR�FRLQFLGHQFH�WKDW�WRJHWKHU�ZLWK�WKH�SULQW�
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YLGHG�WKURXJK�WKH�IHGHUDWLRQ��DQG�RQ�WKH�PHUJHU�SROLF\�RI�$EYD.DER��7KH�ODWWHU�LV
QRW�LQ�D�KXUU\��:KLOH�LWV�PXOWLVHFWRU�VWUXFWXUH�FDQ�DFFRPPRGDWH�D�KLJK�GHJUHH�RI
VHFWRUDO�DXWRQRP\�IRU�DQ\�XQLRQ�ZKLFK�LW�PD\�LQFRUSRUDWH��WKH�XQLRQ�LV�XQOLNHO\
WR�MHRSDUGL]H�LWV�RUJDQL]DWLRQDO�LQWHJULW\�E\�FRPSURPLVLQJ�LWV�SULQFLSOH�WKDW�RIIL�
FLDOV�PXVW�QRW�EH�DQVZHUDEOH�WR�VSHFLILF�RFFXSDWLRQDO�JURXSV�

7KH�IRUPDWLRQ�RI�WZR�PHJD�XQLRQV�KDV�WKH�DGYDQWDJH�RI�LQWHUQDOL]LQJ�VRPH�ERU�
GHU�FRQIOLFWV����([WHUQDO�ERUGHUV��KRZHYHU��DUH�PHVV\��7KH�WZR�PDLQ�SULQFLSOHV�RI
GHPDUFDWLRQ��VHFWRU�DQG�RZQHUVKLS��GR�QRW�RQO\�FRQIOLFW�EXW�DUH� ORVLQJ� WKHLU�GH�
ILQLQJ�TXDOLW\�DV�D�FRQVHTXHQFH�RI� WKH�GHVHFWRUDOL]DWLRQ�DQG�SULYDWL]DWLRQ�RI� WKH
HFRQRP\��$FWXDO�ERXQGDULHV�DUH�RIWHQ�DUELWUDU\��GHSHQGLQJ�RQ�KLVWRULFDO�SDWWHUQV
WKDW�KDYH�ORVW�WKHLU�PHDQLQJ��0RUHRYHU��ZLWK�WKH�EXON�RI�WKH�PHPEHUVKLS�LQ�WZR
XQLRQV��WKH�IXWXUH�RI�WKH�IHGHUDWLRQ�KDV�EHFRPH�XQFHUWDLQ��,Q�WKH�SDVW��IHGHUDWLRQ
DFWLYLWLHV� LQ�HIIHFW� VXEVLGL]HG� VPDOO� DIILOLDWHV�ZKR�FRXOG�QRW�DIIRUG� WR�RIIHU� WKHLU
PHPEHUV� IXOO� VHUYLFHV�� $OOLHV� DQG� $EYD.DER�� KRZHYHU�� ZLOO� SUREDEO\� SHUIRUP
PDQ\� VHUYLFHV� WKHPVHOYHV�� $EYD.DER�� ZKRVH� PHPEHUV� ZRUN� LQ� D� PRUH� VWDEOH
HPSOR\PHQW�HQYLURQPHQW�DQG�GHPDQG�OHVV�FRVWO\��OHJDO��VHUYLFHV��QR�ORQJHU�SDU�
WLFLSDWHV� LQ� WKH� )19� OHJDO� VHUYLFH� RUJDQL]DWLRQ��$OOLHV� KDV� GHFLGHG� WR� VHW� XS� LWV
RZQ�VHUYLFHV�LQ�FRRSHUDWLRQ�ZLWK�WKH�%+%�DQG�WKH�SULQWHUV��7KH�IHGHUDWLRQ�KDG�QR
FKRLFH�EXW�WR�PHUJH�LWV�PHPEHU�VHUYLFH�GHSDUWPHQW��ZKLFK�ZDV�DOUHDG\�PDGH�LQ�
GHSHQGHQW��ZLWK� WKH� VHUYLFH�RUJDQL]DWLRQ�RI�$OOLHV��2WKHU�)19�XQLRQV�ZLOO�QRZ
KDYH� WR� EX\� VHUYLFHV� IRU� WKHLU�PHPEHUV� DW� D� KLJKHU� FRVW���� &RUUHVSRQGLQJ�ZLWK
WKHVH�PRYHPHQWV� WRZDUG� §LQWHUQDOL]DWLRQ¨� RI� VHUYLFHV� ZKLFK� FDQ� EH� EHWWHU� WDU�
JHWHG� WR� WKH� VSHFLILF�QHHGV�RI� WKH�RUJDQL]DWLRQ�DQG� LWV�PHPEHUV��$OOLHV�DQG�$E�
YD.DER�DUH�OLNHO\�WR�UHGXFH�WKHLU�FRQWULEXWLRQV�WR�WKH�IHGHUDWLRQ��ZKLFK�FODLPV�DQ
LQWHUQDWLRQDOO\� KLJK� OHYHO� RI� ��� SHUFHQW� RI� LWV� DIILOLDWHVª� LQFRPH� IURP� VXEVFULS�
WLRQV����$V�D� UHVXOW�� VPDOOHU�XQLRQV�DUH� OLNHO\� WR�EHFRPH�HYHQ� OHVV�YLDEOH�� H[FHSW

�������������������������������������������������������������������������������������������������������������������������������������������������
HUV�WKHVH�DUH�WKH�PRVW�KLJKO\�XQLRQL]HG�JURXSV�LQ�WKH�'XWFK�ODERU�PDUNHW��VRPHWLPHV
ZLWK�GHQVLW\�UDWHV�RI�XS�WR����SHUFHQW��7KH�%+%�KDV�EHQHILWHG�IURP�LWV�LQYROYHPHQW�LQ
WKH�DGPLQLVWUDWLRQ�RI�XQHPSOR\PHQW�LQVXUDQFH�DQG�VLFNQHVV�EHQHILWV�LQ�WKH�EXLOGLQJ
LQGXVWU\�� EXW� LQ� WKH� UHFHQW� UHRUJDQL]DWLRQ� RI� WKH� DGPLQLVWUDWLRQ� RI� VRFLDO� LQVXUDQFH
WKLV�SUDFWLFH�KDV�EHHQ�RXWODZHG��7KH�GLUHFW�FRQVHTXHQFH�LV�WKDW�WKH�XQLRQ�ZLOO�KDYH�WR
WDNH�DURXQG����ORFDO�RIILFLDOV�RQWR�LWV�SD\UROO�

�� 2I�WKH����ERUGHU�FRQIOLFWV�VWLOO�H[LVWLQJ� LQ�������HLJKW�ZHUH�EHWZHHQ�WKH� IRXU�XQLRQV
ZKLFK�PDNH�XS�WKH�)19�$OOLHV��)19��§'H�ZHUNWHUUHLQHQ�YDQ�GH�)19�ERQGHQ�¨�$P�
VWHUGDP��$SULO�������

�� )RU�D�FULWLFDO�DVVHVVPHQW�RI�WKHVH�GHYHORSPHQWV�DQG�WKHLU�FRQVHTXHQFHV�IRU�WKH�LQWHU�
QDO�FRKHVLRQ�RI�WKH�)19��VHH�YDQ�%HHN��YDQ�0LQQHQ�DQG�2QVWZHGGHU��������

�� 7KLV� LV� RQO\� VOLJKWO\� ORZHU� WKDQ� LQ� WKH� ����V�� ZKHQ� WKH� IHGHUDWLRQ� SOD\HG� D�PXFK
PRUH�SURPLQHQW�UROH��9LVVHU��������+RZHYHU��RQ�WKH�EDVLV�RI�PHPEHUV�SHU�XQLRQ�WKH
VXEVFULSWLRQ�UDWH�WR�WKH�IHGHUDWLRQ�KDV�IDOOHQ�IURP����WR����SHUFHQW�RQ�DYHUDJH��,Q�UHDO
WHUPV��PHPEHUVKLS�GXHV�KDYH�KDUGO\�NHSW�SDFH�ZLWK�LQIODWLRQ��WKH�VDPH�LV�WUXH�RI�WKH
SD\PHQWV�WR�WKH�IHGHUDWLRQ��DURXQG����'XWFK�JXLOGHUV�SHU�PHPEHU��
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ZKHUH� WKHLU� VPDOO� VFDOH� LV� FRPSHQVDWHG� E\� VWURQJ� RFFXSDWLRQDO� LGHQWLW\�� VSDWLDO
FRQFHQWUDWLRQ�DQG�KLJK�XQLRQ�VHFXULW\���

*HUPDQ\��,QGXVWULDO�8QLRQLVP�LQ�'LVWUHVV

7KH�VWUXFWXUH�RI�SRVWZDU�*HUPDQ�XQLRQLVP�UHPDLQHG�UHPDUNDEO\�VLPSOH�DQG�VWD�
EOH�IRU�D�UHPDUNDEO\�ORQJ�WLPH��0DQXDO�DQG�QRQPDQXDO�ZRUNHUV�ZHUH�RUJDQL]HG
WRJHWKHU� LQ� ��� LQGXVWULDO� XQLRQV� DIILOLDWHG� WR� WKH� 'HXWVFKHU� *HZHUNVFKDIWVEXQG
�'*%���ZLWK�SUHVXPDEO\�QR�RYHUODS�RI�GRPDLQV��5HOLJLRXV�RU�SROLWLFDO�GLYLVLRQV
ZHUH�DEVHQW�RU�LQVLJQLILFDQW��,QWHUXQLRQ�FRPSHWLWLRQ�H[LVWHG�RQO\�IRU�ZKLWH�FROODU
ZRUNHUV�¥�EHWZHHQ�WKH�'*%�DQG�D�EUHDNDZD\�ZKLWH�FROODU�XQLRQ��WKH�'$*�¥�DQG
IRU� FLYLO� VHUYDQWV�� ZKHUH� WKH� '*%� FRPSHWHG� ZLWK� WKH� 'HXWVFKHU� %HDPWHQEXQG
�'%%���,Q�ERWK�DUHDV��KRZHYHU��'*%�XQLRQV�DOZD\V�KDG�PRUH�PHPEHUV�WKDQ�WKHLU
FRPSHWLWLRQ��,Q�WKH�����V��WKH�'*%�DGPLWWHG�D���WK�DIILOLDWH��WKH�*HZHUNVFKDIW�GHU
3ROL]HL��*G3���ZKLFK�KDG�IRUPHG�RXW�RI�D�EUHDNDZD\�IURP�WKH�'%%�DQG�D�VHFWLRQ
RI�WKH�SXEOLF�VHFWRU�XQLRQ��WKH�g79��7KLV�ZDV�WKH�RQO\�FKDQJH�LQ�WKH�VWUXFWXUH�IRU
DOPRVW����\HDUV�

2IILFLDOO\��WKH�'*%�DQG�LWV�PHPEHU�XQLRQV�ZHUH��DQG�VWLOO�DUH��FRPPLWWHG�WR�LQGXV�
WULDO�XQLRQLVP��,Q�LWV�RULJLQV��WKH�FRQFHSW�ZDV�FORVHO\�OLQNHG�WR�D�YLHZ�RI�D�PRGHUQ
LQGXVWULDO� HFRQRP\� DV� GLYLGHG� LQ� YHUWLFDO� VHFWRUV�� RU� §LQGXVWULHV�¨� WKDW� H[WHQG
IURP� WKH� SURGXFWLRQ� RI� UDZ�PDWHULDOV� WR� WKH� GLVWULEXWLRQ� RI� WKH� ILQDO� SURGXFWV�
(DUO\�WZHQWLHWK�FHQWXU\�YLVLRQV�RI�§RUJDQL]HG�FDSLWDOLVP¨�UHJDUGHG�LQGXVWULHV�DV
RUJDQLF�VXEXQLWV�RI�QDWLRQDO�HFRQRPLHV��DQG�DV� WKH�QDWXUDO�EDVLV�RI�RUJDQL]DWLRQ
IRU�ERWK�HFRQRPLF�SODQQLQJ�DQG�HFRQRPLF�GHPRFUDF\�� ,Q� IDFW�� WKH�SRSXODULW\�RI
LQGXVWULDO� XQLRQLVP� DPRQJ� (XURSHDQ� XQLRQV�� HVSHFLDOO\� VLQFH� WKH� )LUVW� :RUOG
:DU��UHVXOWHG�IURP�WKH�H[SHFWDWLRQ�WKDW�RUJDQL]DWLRQ�E\�§LQGXVWULHV�¨� LQWHUQDOL]�
LQJ� DQG� WKHUHE\� VXVSHQGLQJ� FRQIOLFWV� RI� LQWHUHVW� EHWZHHQ� ZRUNHUV� DW� GLIIHUHQW
VWDJHV�RI�WKH�SURGXFWLRQ�FKDLQ��ZRXOG�HQDEOH�XQLRQV�WR�EHFRPH�HIIHFWLYH�DJHQWV�RI
HFRQRPLF�SODQQLQJ�

,W�LV�LQWHUHVWLQJ�WR�QRWH�WKDW�WKH�QXPEHU�RI�XQLRQV�LQ�WKH�HDUO\�'*%������ZDV�FORVH
WR�ZKDW�DGYRFDWHV�RI�LQGXVWULDO�XQLRQLVP�LQ�RWKHU�FRXQWULHV��VXFK�DV�$XVWULD��%HO�

                                                    

�� 7KH�FXUUHQW�PHUJHU�ZDYH�LQ�WKH�)19�KDV�VSHHGHG�XS�SODQV�LQ�WKH�&KULVWLDQ�IHGHUD�
WLRQ�� WKH�&19�� WR�VKDUH�RIILFHV�DQG�VWDII��$�QXPEHU�RI�PHUJHUV�DUH�EHLQJ�SUHSDUHG�
DQG�D� IXWXUH�PHUJHU�ZLWK�)19�XQLRQV� LV�QR� ORQJHU�H[FOXGHG�� ,W� LV�QRWHG� LQ�SDVVLQJ
WKDW� WKH�SDWWHUQ�RI�XQLRQ�IRXQGDWLRQ�DQG�PHUJHU�DPRQJ�WKH�WKUHH�WUDGLWLRQDO�XQLRQ
IRUPDWLRQV�LQ�WKH�1HWKHUODQGV�LV�D�ILQH�H[DPSOH�RI�FRS\LQJ�EHKDYLRU�EHWZHHQ�RUJDQL�
]DWLRQV�
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JLXP��6ZLW]HUODQG�DQG�WKH�1HWKHUODQGV��KDG�ORQJ�HQYLVLRQHG�DV�LGHDO��$SDUW�IURP
6ZLW]HUODQG� DQG�$XVWULD�� KRZHYHU��ZKHUH� WKH� QDWLRQDO� FRQIHGHUDWLRQV�� WKH� 6*%
DQG� WKH�g*%�� KDG� ��� DQG� ��� DIILOLDWHV� UHVSHFWLYHO\�� WKH� UDWLRQDOL]DWLRQ� RI� XQLRQ
VWUXFWXUHV�ZHQW�QRZKHUH�QHDUO\�DV� IDU�DV� LQ�*HUPDQ\��)RU�H[DPSOH�� LQ������ WKH
6ZHGLVK��1RUZHJLDQ��DQG�'XWFK�6RFLDOLVW�SHDN�DVVRFLDWLRQV��DOWKRXJK�HDFK� ORQJ
FRPPLWWHG�WR� LQGXVWULDO�XQLRQLVP��VWLOO�KDG���������DQG����DIILOLDWHV� �9LVVHU������
7DEOH������7KDW�:HVW�*HUPDQ\�KDG�VXFK�D�VPDOO�QXPEHU�RI�LQGXVWULDO�XQLRQV�DIWHU
�����KDG�WR�GR�ZLWK�WKH�IDFW�WKDW�WKH�QXPEHU�RI�XQLRQV�LQ�WKH�$'*%�KDG�DOUHDG\
EHHQ�UHODWLYHO\�VPDOO�EHIRUH�������WKDW�WKH�QHZO\�IRXQGHG�'*%�FRXOG�GUDZ�RQ�WKH
HYHQ�IXUWKHU�VLPSOLILHG�VWUXFWXUH�RI�§LQGXVWULDO�JURXSV¨�LQ�WKH�1D]L�(UVDW]�XQLRQ�
WKH�$UEHLWVIURQW��DQG�WKDW�WKH�KLVWRULFDO�UXSWXUH�DIWHU������JDYH�WKH�IRUFHV�RI�XQLRQ
PRGHUQL]DWLRQ�DQG�UHIRUP�D�UHODWLYHO\�IUHH�KDQG���

6WLOO��XSRQ�FORVHU�LQVSHFWLRQ�WKH�:HVW�*HUPDQ�V\VWHP��DSDUW�IURP�WKH�VPDOO�QXP�
EHU�RI�XQLRQV�WKDW�LW�ZDV�PDGH�XS�RI��WXUQV�RXW�WR�KDYH�DOZD\V�FRUUHVSRQGHG�OHVV
WKDQ� SHUIHFWO\� ZLWK� WKH� SULQFLSOHV� RI� LQGXVWULDO� XQLRQLVP�� )URP� WKH� EHJLQQLQJ�
VL]H� GLIIHUHQFHV� EHWZHHQ� WKH� '*%� XQLRQV� ZHUH� HQRUPRXV�� ZLWK� PHPEHUVKLS
UDQJLQJ� IURP� ���������� �,*� 0HWDOO�� WR� ������� �*HZHUNVFKDIW� .XQVW�� LQ� �����
0RUHRYHU��VRPH�RI�WKH�XQLRQV�LQ�WKH�'*%�ZHUH�FOHDUO\�QRW�§LQGXVWULDO¨�EXW�RFFX�
SDWLRQDO�LQ�FKDUDFWHU��VXFK�DV�WKH�WHDFKHUVª�XQLRQ��*(:��RU�WKH�,*�'UXFN�XQG�3D�
SLHU��ZKLFK�ZDV�UHDOO\�D�FUDIW�XQLRQ�RI�SULQWHUV�DQG� W\SHVHWWHUV�� ,Q�DGGLWLRQ�� WKH
SRVWDO�ZRUNHUV� �'*3��DQG� WKH� UDLOZD\�ZRUNHUV� �*G('��ZHUH� LQ�HIIHFW� FRPSDQ\
XQLRQV�RI�ODUJH�SXEOLF�HQWHUSULVHV��DQG�WKH�g79��WKH�SULQFLSDO�SXEOLF�VHFWRU�WUDGH
XQLRQ�� DOZD\V� RUJDQL]HG� D� YDVW� FRQJORPHUDWH� RI� LQGXVWULHV�� UDQJLQJ� IURP� URDG
KDXODJH�WR�PHGLFDO�VHUYLFHV��IURP�WKH�EDUEHU�WUDGH�WR�WKH�SXEOLF�EXUHDXFUDF\��DQG
IURP�WKH�XQLYHUVLWLHV�WR�WKH�HOHFWULFLW\�VXSSO\�LQGXVWU\�

'RPDLQ�RYHUODSV�DOVR�H[LVWHG�IURP�HDUO\�RQ��DV�FDQ�HDVLO\�EH�QRWHG�E\�ORRNLQJ�DW
WKH�RULJLQDO�QDPHV�RI�YDULRXV�'*%�XQLRQV�¥�IRU�H[DPSOH�,*�%DX��6WHLQH��(UGHQ��,*
&KHPLH��3DSLHU��.HUDPLN��DQG�WKH�,*�'UXFN�XQG�3DSLHU��/HVV�YLVLEOH�FDVHV�DUH�WKH
DOXPLQXP�LQGXVWU\��ZKLFK�IDOOV�LQ�WKH�GRPDLQV�RI�ERWK�,*�0HWDOO�DQG�,*�&KHPLH�
DQG� WKH� HOHFWULFLW\� VXSSO\� LQGXVWU\�� WR� ZKLFK� ERWK� g79� DQG� ,*� %HUJEDX� XQG
(QHUJLH� OD\� FODLP�� ,Q� IDFW�� DV� HDUO\� YLVLRQV� RI� FRGHWHUPLQDWLRQ� DW� LQGXVWU\� OHYHO
��EHUEHWULHEOLFKH� 0LWEHVWLPPXQJ�� LQ� D� V\VWHP� RI� HFRQRPLF� GHPRFUDF\� IDGHG�� WKH
PHDQLQJ�RI� LQGXVWULDO�XQLRQLVP�JUDGXDOO\�FDPH�WR�EH�GLYRUFHG�IURP�WKH� LGHD�RI
REMHFWLYHO\� H[LVWLQJ� VHFWRUDO� SURGXFWLRQ� FKDLQV�� ,QVWHDG� LW� ZDV� UHGXFHG� WR� WKUHH
SUDJPDWLF�SULQFLSOHV��WKH�MRLQW�RUJDQL]DWLRQ�RI�EOXH��DQG�ZKLWH�FROODU�ZRUNHUV��WKH

                                                    

�� 7KH�QXPEHU�RI�LQGXVWULDO�XQLRQV�LQ�WKH�(DVW�*HUPDQ�)'*%�ZDV�VLPLODUO\�VPDOO��IRU
WKH�VDPH�UHDVRQV�
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DEVHQFH�RI�SROLWLFDO�RU�UHOLJLRXV�GLYLVLRQV��DQG�WKH�DYRLGDQFH�RI�PXOWLXQLRQLVP�DW
WKH�ZRUNSODFH��§RQH�SODQW��RQH�XQLRQ¨��

7KH�IDFW�WKDW�*HUPDQ�XQLRQLVP�ZDV�RQO\�SDUWO\�RUJDQL]HG�DORQJ�LQGXVWULDO� OLQHV
ZDV� KLGGHQ� E\� WKH� RYHUZKHOPLQJ� SUHVHQFH� RI� WKH� PHWDOZRUNHUVª� XQLRQ�� )URP
VWHHO� WR�PXVLFDO� LQVWUXPHQWV�� ,*�0HWDOO� UHSUHVHQWV� WKH� HQWLUH�GRPDLQ�RI�ZKDW� LQ
*HUPDQ� LV� FDOOHG� WKH�0HWDOOLQGXVWULH��:KDW� LV�PRUH�� LQ� DFFRUGDQFH�ZLWK� WKH� HFR�
QRPLF�UDWLRQDOH�EHKLQG�LQGXVWULDO�XQLRQLVP��LW�XQGHUWDNHV�WR�FRYHU�WKH�ODUJHU�SDUW
RI�LWV�GRPDLQ�ZLWK�MXVW�RQH�FROOHFWLYH�EDUJDLQLQJ�DJUHHPHQW��WU\LQJ�WR�WDNH�ZDJHV
RXW�RI�FRPSHWLWLRQ�DOO�DORQJ�WKH�0HWDOO�SURGXFWLRQ�FKDLQ����7KLV� LV� LQ�VKDUS�FRQ�
WUDVW�WR�PRVW�RWKHU�'*%�XQLRQV��ZKLFK��UHJDUGOHVV�RI�WKHLU�VHOI�GHVFULSWLRQ��KDYH
DOZD\V�QHJRWLDWHG�VHSDUDWH�DJUHHPHQWV�IRU�WKH�GLIIHUHQW�LQGXVWULHV�WKH\�RUJDQL]H
¥� VXFK�DV� WKH� WH[WLOH� DQG� FORWKLQJ�ZRUNHUVª�XQLRQ� �*7%��� WKH�XQLRQ�RI� FKHPLFDO�
SDSHU�PDQXIDFWXULQJ�DQG�FHUDPLFV�ZRUNHUV��,*&3.���DQG�RI�FRXUVH�WKH�g79�

,I�*HUPDQ�XQLRQV�ZHUH�E\�DQG� ODUJH�VXFFHVVIXO� LQ�DYRLGLQJ� LQWHUXQLRQ�FRPSHWL�
WLRQ��HVSHFLDOO\� LQ�WKH�ZRUNSODFH�� WKLV�ZDV�QRW�EHFDXVH�RI�DQ�§REMHFWLYH¨� ORJLF�RI
VHFWRUV�DV�RUJDQLF�HFRQRPLF�HQWLWLHV��EXW�EHFDXVH�RI�LQVWLWXWLRQDO�IDFWRUV��$OWKRXJK
WKH�VLPXOWDQHRXV�SUHVHQFH�RI�PRUH�WKDQ�RQH�'*%�XQLRQ�LQ�WKH�VDPH�§LQGXVWU\¨
ZDV�QRW�XQXVXDO�� WKLV�GLG�QRW�QRUPDOO\� OHDG�WR�FRPSHWLWLRQ�IRU�PHPEHUV�RU�FRO�
OHFWLYH� EDUJDLQLQJ� ULJKWV�� 7KLV� LV� EHFDXVH� RI� FHUWDLQ� SURYLVLRQV� LQ�*HUPDQ� ODERU
ODZ�GHVLJQHG� WR� HQVXUH� VWDEOH� LQGXVWULDO� UHODWLRQV�� DQG� LQ� SDUWLFXODU� WR� EDU� HP�
SOR\HUV� IURP�SLFNLQJ� D�XQLRQ� WR� UHSUHVHQW� WKHLU�ZRUNHUV��:KLFK�XQLRQ�KDV� EDU�
JDLQLQJ� ULJKWV�ZLWK� D� SDUWLFXODU� HPSOR\HU� LV� GHFLGHG�� LI� QHFHVVDU\�� E\� WKH� ODERU
FRXUWV��ZKLFK�DGMXGLFDWH�RQ�WKH�EDVLV�RI�WKH�GRPDLQ�GHPDUFDWLRQV�LQ�WKH�XQLRQVª
UXOH�ERRNV�� ,I� WKHVH�RYHUODS�RU�DUH�XQFOHDU�� WKH�FRXUWV� IROORZ�WKH�UXOLQJ�RI�D�GLV�
SXWH� FRPPLWWHH� HVWDEOLVKHG� XQGHU� WKH� UXOHERRN� RI� WKH� '*%� IRU� WKLV� SXUSRVH�
&OHDUO\�WKLV�FRQVLGHUDEO\�HQKDQFHV�WKH�DXWKRULW\�RI�WKH�'*%����,Q�WKH�DEVHQFH�RI�D
'*%�UXOLQJ��EDUJDLQLQJ�ULJKWV�DUH�JUDQWHG�E\�WKH�FRXUWV�WR�WKH�XQLRQ�WKDW�ZDV�WKH
ILUVW�WR�UHSUHVHQW�D�SDUWLFXODU�SODQW��HYHQ�LI�WKH�HPSOR\HU�KDV�VLQFH�OHIW�WKH�UHVSHF�
WLYH�HPSOR\HUVª�DVVRFLDWLRQ�RU�KDV�D�YDOLG�LQGXVWULDO�DJUHHPHQW�ZLWK�DQRWKHU�'*%

                                                    

�� 1RWZLWKVWDQGLQJ� UHJLRQDO� GLIIHUHQWLDWLRQ� RI� DJUHHPHQWV�� ZKLFK� H[LVWV� ODUJHO\� IRU
KLVWRULFDO�DQG�WDFWLFDO�UHDVRQV�� ,*�0HWDOO�DOVR�VLJQV� LQGLYLGXDO�DJUHHPHQWV�ZLWK�HP�
SOR\HUV� WKDW� GR� QRW� EHORQJ� WR� DQ� HPSOR\HUVª� DVVRFLDWLRQ�� LWV� SROLF\�� KRZHYHU�� LV� WR
PDNH� WKRVH�DJUHHPHQWV� DV� VLPLODU� DV�SRVVLEOH� WR� WKH� LQGXVWU\�ZLGH�DJUHHPHQW��7KH
IDFW� WKDW� WKHUH� LV� D� VHSDUDWH� DJUHHPHQW� IRU� WKH� VWHHO� LQGXVWU\� LV� QRW� RI� WKH� XQLRQªV
FKRRVLQJ�DQG�KDV�WR�GR�ZLWK�WKH�H[LVWHQFH�RI�D�SDUWLFXODU�VRUW�RI�FR�GHWHUPLQDWLRQ�LQ
WKDW�VHFWRU�

�� 7KH�VLWXDWLRQ�LV�RI�FRXUVH�GLIIHUHQW�LI�RQH�RI�WKH�XQLRQV�LQYROYHG�LV�QRW�DIILOLDWHG�WR�WKH
'*%��,Q�PRVW�FDVHV��KRZHYHU��VXFK�XQLRQV�HLWKHU�GR�QRW�H[LVW�RU�DUH�WRR�ZHDN�WR�EH
OHJDOO\�UHFRJQL]HG�DV�YLDEOH�FROOHFWLYH�EDUJDLQLQJ�DJHQWV�
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XQLRQ��'RXEOH� MXULVGLFWLRQV�DUH�DYRLGHG�XQOHVV�DZDUGHG�E\� WKH�'*%��:KLOH� WKH
GHWDLOV� DUH� FRPSOLFDWHG�� WKH� HIIHFW� LV� WKDW� LQGXVWULDO� XQLRQV�PRVWO\� UHVSHFW�'*%
UXOLQJV�LQ�MXULVGLFWLRQDO�GLVSXWHV��DQG�HPSOR\HUV�ILQG�LW�GLIILFXOW�LI�QRW�LPSRVVLEOH
WR�PLJUDWH�IURP�WKH�GRPDLQ�RI�RQH�XQLRQ�WR�WKDW�RI�DQRWKHU���

,Q� VSLWH� RI� D� FRQVLGHUDEOH� VWUXFWXUDO� SRWHQWLDO� IRU� LQWHUXQLRQ� ULYDOU\�� WKHQ�� IRU� D
ORQJ�WLPH�WKH�RQO\�WKUHDW�WR�WKH�RULJLQDO�GRPDLQ�GHPDUFDWLRQV�DPRQJ�'*%�XQLRQV
ZDV� WKH� VPDOO� VL]H� RI� VRPH� RI� WKHP�� (YHQ� WKLV�� KRZHYHU�� ZDV� PDQDJHDEOH� IRU
PDQ\�\HDUV��$V�WKH�'*%�LV�HQWLWOHG�WR����SHUFHQW�RI�WKH�VXEVFULSWLRQV�FROOHFWHG�E\
DIILOLDWHG�XQLRQV��LW�ZDV�DEOH�WR�VXSSRUW�LWV�VPDOOHU�DIILOLDWHV�LQ�D�YDULHW\�RI�ZD\V�
)RU� H[DPSOH�� LQ� LWV� HDUO\� \HDUV� WKH� UHWDLO� DQG� EDQNLQJ� VWDII� XQLRQ�� WKH�+%9�� UH�
FHLYHG�FDVK�WUDQVIHUV�VXEVLGL]LQJ� LWV�EDWWOH�ZLWK�WKH�'$*��$OVR��D�ZLGH�UDQJH�RI
'*%�DFWLYLWLHV�EHQHILW�VPDOO�PHPEHU�XQLRQV�PRUH�WKDQ�ODUJH�RQHV��ZKR�PDLQWDLQ
WKHLU�RZQ�GHSDUWPHQWV�IRU�UHVHDUFK��LQWHUQDWLRQDO�UHODWLRQV��VRFLDO�SROLF\�DQG�WKH
OLNH��0RVW�LPSRUWDQWO\��WKH�'*%�PDLQWDLQV�D�OHJDO�VHUYLFH�UHSUHVHQWLQJ�WKH�PHP�
EHUV� RI� DOO� DIILOLDWH� XQLRQV� LQ� WKH� ODERU� FRXUWV�� WKLV� LV� VRPHWKLQJ� VPDOOHU� XQLRQV
ILQG�KDUG�WR�RIIHU�WKHLU�PHPEHUV�RQ�WKHLU�RZQ�DW�DQ�DFFHSWDEOH�FRVW�

1HYHUWKHOHVV�� LQ�������DIWHU� ORQJ�SUHSDUDWLRQV�� WKH� WKHQ�VPDOOHVW�RI� WKH�'*%�XQ�
LRQV��WKH�XQLRQ�RI�DUWLVWV�DQG�DFWRUV��*HZHUNVFKDIW�.XQVW���������PHPEHUV���MRLQHG
WKH�SULQWHUVª�XQLRQ��,*�'UXFN�XQG�3DSLHU��WR�IRUP�DQ�LQGXVWULDO�XQLRQ�RI�§PHGLD
ZRUNHUV�¨� ,*�0HGLHQ��$W� WKH� WLPH�� WKLV�ZDV�H[SODLQHG�QRW�SULPDULO\� LQ� WHUPV�RI
HFRQRPLF�QHFHVVLW\�� EXW� DV� DQ�RYHUGXH� DSSOLFDWLRQ�RI� WKH�SULQFLSOH� RI� LQGXVWULDO

                                                    

�� 7KH�FORVH�FRQQHFWLRQ�EHWZHHQ�XQLRQ�VWUXFWXUH��FROOHFWLYH�EDUJDLQLQJ�DQG�ODERU�ODZ�LQ
*HUPDQ\�LV�GHPRQVWUDWHG�E\�WKH�FDVH�RI�$JID�*HYDHUW��%HIRUH�EHFRPLQJ�D�VXEVLGLDU\
RI� WKH�FKHPLFDO�FRPSDQ\�%D\HU��$JID��ZKLFK�PDLQO\�PDGH�FDPHUDV��ZDV�RUJDQL]HG
E\�,*�0HWDOO��:KHQ�LW�ZDV�WDNHQ�RYHU�E\�%D\HU��,*�&KHPLH�DJUHHG�WKDW�$JID�VKRXOG
VWD\�ZLWK�,*�0HWDOO��,Q�������KRZHYHU��$JID�UHVLJQHG�IURP�WKH�PHWDO�HPSOR\HUV�DVVR�
FLDWLRQ�DQG�MRLQHG�WKH�DVVRFLDWLRQ�RI�WKH�FKHPLFDO�LQGXVWU\��:KHQ�,*�&KHPLH�VXEVH�
TXHQWO\�WULHG�WR�WDNH�RYHU�WKH�XQLRQ�PHPEHUV�DW�$JID��,*�0HWDOO�WRRN�WKH�FRPSDQ\�WR
FRXUW�DQG�,*�&KHPLH�WR�WKH�'*%�GLVSXWH�FRPPLWWHH��7KH�FRPPLWWHH�UXOHG�LQ�IDYRU�RI
,*�0HWDOO��LQ�OLQH�ZLWK�LWV�SUDFWLFH�RI�DGMXGLFDWLQJ�LQ�IDYRXU�RI�WKH�HVWDEOLVKHG�XQLRQ�
,WV�GHFLVLRQ�ZDV��KRZHYHU��FRQWHVWHG�E\�,*�&KHPLH�ZKLFK�KDG�DOUHDG\�VLJQHG�D�FRP�
SDQ\� DJUHHPHQW� ZLWK� $JID�� RQ� WKH� JURXQGV� WKDW� WKH� '*%� KDG� QHYHU� LVVXHG� FOHDU
JXLGHOLQHV� RQ� WKH� DOORFDWLRQ� RI� ILUPV� WR� LQGXVWULHV� DQG� LQGXVWULDO� XQLRQ� GRPDLQV�
)XUWKHU�PHGLDWLRQ�DWWHPSWV�ZHUH�ZLWKRXW� VXFFHVV�� ,Q� D�GHFLVLRQ�E\� WKH�)HGHUDO�/D�
ERXU�&RXUW�LQ�6HSWHPEHU�������WKH�PDWWHU�ZDV�VHWWOHG�LQ�IDYRU�RI�,*�0HWDOO��)ROORZ�
LQJ� WKH� '*%� GLVSXWH� FRPPLWWHH�� WKH� FROOHFWLYH� DJUHHPHQW� EHWZHHQ� $JID� DQG� ,*
&KHPLH�ZDV�IRXQG�WR�EH�IODZHG��DQG�,*�0HWDOO�ZDV�GHFODUHG�WKH�RQO\�UHSUHVHQWDWLYH
XQLRQ��,Q�0DUFK�������,*�&KHPLH�WRRN�WKH�LVVXH�WR�WKH�)HGHUDO�&RQVWLWXWLRQDO�&RXUW�
DUJXLQJ�WKDW�WKH�'*%�VWDWXWH�LQWHUIHUHG�ZLWK�WKH�IUHHGRP�RI�DVVRFLDWLRQ�
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XQLRQLVP��,Q�WKH�����V��WKH�SULQWHUV�KDG�DOUHDG\�WHDPHG�XS�ZLWK�D�ZULWHUVª�DVVR�
FLDWLRQ�� DQG� WKH\� KDG� DOVR� ORQJ� EHHQ� WU\LQJ� WR� LQFOXGH� MRXUQDOLVWV�� 2UJDQL]LQJ
VXSSRVHGO\� SURJUHVVLYH� LQWHOOHFWXDOV� DSSHDOHG� WR� D� WUDGLWLRQDOO\� PLOLWDQW�� OHIWLVW
XQLRQ�GRPLQDWHG�E\�WKH�EOXH�FROODU�ODERU�DULVWRFUDWV�RI�WKH�SULQWLQJ�WUDGHV��,W�DOVR
PDGH�JRRG�SRWHQWLDO�VHQVH�LQ�WKH�OLJKW�RI�WKH�ORQJ�DQG�ELWWHU�VWULNHV�LQ�WKH�SULQWLQJ
WUDGH�LQ�WKH�����V�DQG�����V��LQ�ZKLFK�PRUH�VXSSRUW�IURP�MRXUQDOLVWV�ZRXOG�KDYH
EHHQ� KHOSIXO�� 0RUHRYHU�� DV� WHFKQRORJLFDO� FKDQJH� DQQLKLODWHG� WKH� XQLRQªV� ROG
PHPEHUVKLS�EDVH��PRYLQJ� LQWR� WKH�ERRPLQJ�FUHDWLYH�SDUW�RI� WKH�PHGLD� LQGXVWU\
VHHPHG�QRW�MXVW�LGHRORJLFDOO\�DQG�SROLWLFDOO\��EXW�DOVR�HFRQRPLFDOO\�DQG�RUJDQL]D�
WLRQDOO\�WKH�ULJKW�WKLQJ�WR�GR�

7KH� WUDQVIRUPDWLRQ�RI�SRVWZDU�*HUPDQ�XQLRQLVP�GLG�QRW�EHJLQ� LQ�HDUQHVW�XQWLO
VHYHUDO�\HDUV�ODWHU��ZKHQ�WKH�RUJDQL]DWLRQDO�VWUXFWXUH�WKDW�KDG�EHHQ�HVWDEOLVKHG�LQ
�����ZDV�NQRFNHG�RXW�RI�EDODQFH�E\�WKH�VKRFN�RI�XQLILFDWLRQ�DQG�WKH�VLPXOWDQHRXV
RQVODXJKW� RI� UDSLG� HFRQRPLF� FKDQJH���� $EVRUSWLRQ� RI� WKH� ROG� *'5� XQLRQV� LQ�
FUHDVHG� WKH� QXPEHU� RI� PHPEHUV� RI� '*%� DIILOLDWHV� E\� DOPRVW� ��� SHUFHQW� LQ� WKH
HDUO\�����V��LQ�D�YHU\�VKRUW�SHULRG��3UDFWLFDOO\�DOO�XQLRQV�PDGH�WKH�PLVWDNH�RI�H[�
SDQGLQJ�WKHLU�VWDII�DFFRUGLQJO\��RQO\�WR�H[SHULHQFH�VHYHUH�HFRQRPLF�VWUHVV�ZKHQ
PHPEHUVKLS�FROODSVHG�� ILUVW� LQ� WKH�(DVW��ZKHUH�RQH�VL[WK�RI� WKH�PHPEHUVKLS� OHIW
WKH�XQLRQV�LQ������DORQH��DQG�WKHQ�WKURXJKRXW�WKH�FRXQWU\�GXH�WR�UHFHVVLRQ�DQG
DFFHOHUDWHG� UHVWUXFWXULQJ��2YHUDOO��*HUPDQ�XQLRQV� ORVW�RYHU� WZR�DQG�D�KDOI�PLO�
OLRQ� RI� WKHLU� PHPEHUV� EHWZHHQ� ����� DQG� ������ RQH� ILIWK� RI� WKH� WRWDO� �7DEOH� ���
)DFHG�ZLWK�WKH�QHHG�WR�VHQG�RIILFLDOV�LQWR�HDUO\�UHWLUHPHQW�DQG�VKXW�GRZQ�ORFDO�RI�
ILFHV��XQLRQV�KDG�WR�EHFRPH�PRUH�DWWHQWLYH�WR�WKHLU�RZQ�HFRQRPLFV��7KH\�DOVR�EH�
FDPH�PRUH�FRQVFLRXV�RI�WKHLU�MXULVGLFWLRQDO�ERXQGDULHV�DQG�WKH�SRWHQWLDO�EHQHILWV
RI�H[SORLWLQJ�WKHP�IXOO\�¥�E\�DFWLQJ�RQ�KLWKHUWR�GRUPDQW�GRPDLQ�FODLPV�¥�RU�H[�
SDQGLQJ�WKHP��$V�D�FRQVHTXHQFH��MXULVGLFWLRQDO�GLVSXWHV�DPRQJ�'*%�XQLRQV�QRW
RQO\�SUROLIHUDWHG�EXW�EHFDPH�PRUH�GLIILFXOW�IRU�WKH�'*%�WR�DGMXGLFDWH�

7KH�QHZ�HFRQRPLVP�RI�*HUPDQ�LQGXVWULDO�XQLRQV�ZDV�UHLQIRUFHG�E\�GHHS�FKDQJHV
LQ�WKH�HFRQRP\�DQG�LQ�WKH�RUJDQL]DWLRQ�RI�ODUJH�ILUPV��7KH�GHFOLQH�RI�PDQXIDFWXULQJ
HPSOR\PHQW��ZKLFK�JUHDWO\�LQWHQVLILHG�LQ�WKH�����V��PDGH�XQLRQV�IURP�ROG�LQGXV�
WULDO�VHFWRUV�VHDUFK�IRU�QHZ�VRXUFHV�RI�PHPEHUVKLS��7KH�SUDFWLFH�RI�ODUJH�ILUPV�WR
VSLQ�RII�LQGLYLGXDO�GHSDUWPHQWV��HVSHFLDOO\�WKRVH�ZLWK�VHUYLFH�IXQFWLRQV�ZKLFK�RI�
WHQ�KDSSHQHG�WR�KDYH�ULVLQJ�HPSOR\PHQW��DGGHG�WR�WKH�SUHVVXUH�RQ�PDQXIDFWXU�
LQJ�XQLRQV��ZKLOH�VWLUULQJ�WKH�DSSHWLWH�RI�XQLRQV�LQ�WKH�VHUYLFH�VHFWRU��7KH�SULYDWL�
]DWLRQ� RI� ODUJH� SDUWV� RI� WKH� SXEOLF� VHFWRU� XQGHUPLQHG� WKH� UDLVRQ� GªrWUH� RI� SXEOLF

                                                    

�� )RU� LQLWLDO� DFFRXQWV� DQG� WKH� LPSDFW� RI� WKH� XQLILFDWLRQ� VKRFN�� VHH� )UHFK� ������� DQG
/DQJ�DQG�6FKDDI��������
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VHFWRU�XQLRQV�DQG�UDLVHG�WKH�SRVVLELOLW\�RI�MRLQW�RUJDQL]DWLRQ�ZLWK�UHODWHG�SULYDWH
VHFWRU�DFWLYLWLHV��7HFKQRORJLFDO�FKDQJH�JDYH�ULVH�WR�HQWLUH�QHZ�VHFWRUV��VXFK�DV�PXO�
WLPHGLD�� HQYLURQPHQWDO� SURWHFWLRQ� RU�PRELOH� WHOHSKRQ\��ZKLFK�ZHUH� HQWHUHG� E\
ILUPV�IURP�D�YDULHW\�RI�ROGHU�VHFWRUV�RUJDQL]HG�E\�D�FRUUHVSRQGLQJ�YDULHW\�RI�XQ�
LRQV��$QG�QRW�OHDVW�� LQ�WKH�QHZ�FRPSHWLWLYH�HQYLURQPHQW�HPSOR\HUV�EHFDPH�PRUH
FRQVFLRXV�RI�ZDJH�GLIIHUHQFHV�EHWZHHQ�GLIIHUHQW�XQLRQV��DQG�WULHG�PRUH�DFWLYHO\
WKDQ�LQ�WKH�SDVW�WR�PRYH�WKHLU�ILUPV�RU�LQGLYLGXDO�RSHUDWLRQV�WR�IDYRUDEOH�LQGXV�
WULDO�DJUHHPHQWV�

8QLRQV�UHVSRQGHG��DW�ILUVW��ZLWK�D�ZDYH�RI�XQLODWHUDO�FKDQJHV�LQ�WKHLU�UXOHERRNV�
H[SDQGLQJ�WKH�UDQJH�RI�HFRQRPLF�VHFWRUV�IRU�ZKLFK�WKH\�FODLPHG�MXULVGLFWLRQ�DQG
WKHUHE\� FUHDWLQJ� D� UDSLGO\� JURZLQJ� QXPEHU� RI� GRPDLQ� RYHUODSV�� 6RPH� RI� WKHVH
FKDQJHV� ZHUH� VLPSO\� WR� FODULI\� WKH� IDFW� WKDW� FHUWDLQ� VHFWRUV�� LQFOXGLQJ� QHZO\
HPHUJLQJ�RQHV��KDG�DOZD\V�SURSHUO\�EHORQJHG�WR�WKH�XQLRQ�LQ�TXHVWLRQ��,Q�RWKHU
FDVHV��XQLRQV�H[SOLFLWO\�LQFOXGHG�DFWLYLWLHV�WKDW�KDG�LQ�WKH�SDVW�WDNHQ�SODFH�XQGHU
WKH� URRI�RI�§WKHLU¨� ILUPV��EXW�ZHUH�QRZ�EHLQJ�RUJDQL]HG�DV� VHSDUDWH�EXVLQHVVHV�
XVXDOO\�LQ�WKH�WHUWLDU\�VHFWRU��7KH�PRVW�SURPLQHQW�FDVH�LQ�SRLQW�FRQFHUQV�WKH�GDWD
SURFHVVLQJ�GHSDUWPHQWV�RI�ODUJH�PHWDO�PDQXIDFWXULQJ�ILUPV�WKDW�ZHUH�VSXQ�RII�LQ
WKH�����V��LQ�UHVSRQVH��,*�0HWDOO�LQFOXGHG�GDWD�SURFHVVLQJ�DQG�VRIWZDUH�SURGXF�
WLRQ�LQ�LWV�GRPDLQ��ZKLFK�EURXJKW�LW�LQ�FRQIOLFW�ZLWK�WKH�+%9��8QLRQV�HYHQ�DGGHG
DUHDV� WR� WKHLU� GRPDLQ� WKDW� KDG� QR� UHFRJQL]DEOH� FRQQHFWLRQ� DW� DOO� WR� WKHLU� WUDGL�
WLRQDO�WHUULWRU\��XVXDOO\�EHFDXVH�WKH\�ZHUH�EHLQJ�QHZO\�HQWHUHG�E\�ILUPV�WKDW�WKH\
KDG� WUDGLWLRQDOO\� RUJDQL]HG��$Q� H[DPSOH� RI� WKLV� LV� WKH� SULYDWL]HG� UDLOZD\� FRP�
SDQ\��'HXWVFKH�%DKQ��ZKLFK�ZLOO�VKRUWO\�EHJLQ�RIIHULQJ�WHOHSKRQH�VHUYLFHV��GUDZ�
LQJ�WKH�UDLOZD\�XQLRQ�LQWR�WKLV�UDSLGO\�JURZLQJ�DQG�KHDYLO\�FRQWHVWHG�LQGXVWU\���

3DUDOOHO� WR� LQWHQVLI\LQJ� GRPDLQ� FRQWHVWDWLRQ�� WKH� XQDEDWHG� HFRQRPLF� GLVWUHVV� RI
WKH� VPDOOHU�'*%�XQLRQV� LQFUHDVHG� WKH�SUHVVXUHV� DQG�RSSRUWXQLWLHV� IRU�PHUJHUV�
%HIRUH� ������ QR� IHZHU� WKDQ� ILYH� VPDOO� XQLRQV�ZLOO� KDYH� EHHQ� DEVRUEHG� E\� WKUHH
ODUJH�RQHV�� UHGXFLQJ� WKH�QXPEHU�RI�XQLRQV� LQ� WKH�'*%� WR�����7KH�PHUJHU�ZDYH
EHJDQ�LQ�WKH�FRXUVH�RI�������ZKHQ�WKH�OHDWKHU�ZRUNHUV��*/���������PHPEHUV���WKH
PLQHUV� �,*� %(�� �������� PHPEHUV�� DQG� WKH� FKHPLFDO� ZRUNHUV� �,*&3.�� �������
PHPEHUV��DJUHHG�WR�DPDOJDPDWH�LQ�������WKH�FRPELQHG�XQLRQ�ZLOO�EHDU�WKH�QDPH
RI�,*�%HUJEDX��&KHPLH�XQG�(QHUJLH��,*%&(�����%RWK�WKH�OHDWKHU�ZRUNHUV�DQG��HV�

                                                    

�� )LUPV� RIIHULQJ� WHOHSKRQH� VHUYLFHV� LQ�*HUPDQ\� QRZ� LQFOXGH� WKH� IRUPHU� SRVW� RIILFH�
'HXWVFKH�7HOHNRP��ZKLFK�FRQWLQXHV�WR�EH�RUJDQL]HG�E\�WKH�XQLRQ�RI�SRVWDO�ZRUNHUV
�*'3���WKH�VWHHO�DQG�HQJLQHHULQJ�FRQJORPHUDWH��0DQQHVPDQQ��ZKLFK�LV�RUJDQL]HG�E\
,*�0HWDOO��WKH�SULYDWL]HG�UDLOZD\�FRPSDQ\��'HXWVFKH�%DKQ��DQG�VHYHUDO�QHZFRPHUV�
HVSHFLDOO\�LQ�WKH�PRELOH�SKRQH�VHFWRU�

�� 7KH�RULJLQV�RI�WKLV�GHYHORSPHQW�OD\�LQ�������ZKHQ�WKH�PLQHUV�VRXJKW�DQG�IRXQG�WKH
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SHFLDOO\�� WKH� ,*%(�ZHUH�ROG�DQG� IRUPHUO\� ODUJH�XQLRQV� WKDW�RZQHG�FRQVLGHUDEOH
DVVHWV��LQ�IDFW��ILQDQFLDOO\�WKH�PLQHUVª�XQLRQ�FRXOG�SUREDEO\�KDYH�FRQWLQXHG�WR�H[�
LVW�DQG�SD\�LWV�RIILFLDOV�LQ�WKH�DEVHQFH�RI�DQ\�LQFRPH�IURP�VXEVFULSWLRQV��7KH�LQ�
FRUSRUDWLRQ�RI�WKH�FRQVHUYDWLYH�PLQHUVª�XQLRQ�LQ�WKH�FKHPLFDO�ZRUNHUVª�XQLRQ�ZDV
ZLGHO\� SHUFHLYHG� DV� DQ� DWWHPSW� E\� WKH� ODWWHU� WR� FUHDWH� D� FRXQWHUEDODQFH� LQ� WKH
'*%�WR�,*�0HWDOO��ZLWK�����������PHPEHUV�E\�IDU�WKH�ODUJHVW�DQG�ULFKHVW�*HUPDQ
XQLRQ�

1H[W��LQ�������WKH�DJULFXOWXUDO�ZRUNHUV��**/)���������PHPEHUV��MRLQHG�WKH�XQLRQ
RI�FRQVWUXFWLRQ�ZRUNHUV��,*%6(����������PHPEHUV���ZKLFK�LQ�WKH�SURFHVV�UHQDPHG
LWVHOI� ,*�%DXHQ�$JUDU�8PZHOW� �,*� %$8��� 7KH�PDLQ� EHQHILW� IRU� WKH� FRQVWUXFWLRQ
ZRUNHUV�VHHPV�WR�KDYH�EHHQ�WKDW�WKH�PHUJHU�HQDEOHG�WKHP�WR�LQFOXGH�D�UHIHUHQFH
WR�8PZHOW�¥�WKH�HQYLURQPHQW�¥�LQ�WKHLU�QDPH��KHOSLQJ�WKHP�H[WHQG�WKHLU�GRPDLQ
WR�WKH�JURZLQJ�DUHD�RI�HQYLURQPHQWDO�SURGXFWV�DQG�VHUYLFHV��$V�HDUO\�DV�������WKH
,*%6(�KDG�WULHG�WR�FKDQJH�LWV�QDPH�WR�,*�%DX��6WHLQH��(UGHQ��8PZHOW��EXW�KDG�WR
EDFN�GRZQ�XQGHU�IXULRXV�RSSRVLWLRQ�IURP�WKH�§ELJ�WKUHH�¨�WKH�FKHPLFDO�ZRUNHUV�
,*� 0HWDOO� DQG� g79�� DOO� RI� ZKLFK� ZRXOG� OLNH� WR� EH� UHJDUGHG� DV� 8PZHOWJHZHUN�
VFKDIWHQ�

$OVR�LQ������DQG�FOHDUO\�LQ�UHVSRQVH�WR�WKH�ILUVW�WZR�PHUJHUV��ILYH�VPDOO�XQLRQV�¥
,*�0HGLHQ��� DQG� WKH� XQLRQV� RI�ZRRG� �*+.��� WH[WLOH� DQG� JDUPHQW� �*7%��� UHWDLO
DQG�EDQNLQJ��+%9���DQG�IRRG�DQG�UHVWDXUDQW�ZRUNHUV��1**���IURP�WKHQ�RQ�FRO�
OHFWLYHO\�NQRZQ�DV�§WKH�ILYH�OLWWOH�WLJHUV¨�¥�DQQRXQFHG�WKHLU�LQWHQWLRQ�WR�FRRSHUDWH
FORVHO\� DQG� FRQVLGHU� DQ� HYHQWXDO�PHUJHU�� 7KH�'$*��ZLWK� ��������PHPEHUV� WKH
ODUJHVW�XQLRQ�RXWVLGH� WKH�'*%��ZDV� UHSRUWHG� WR�EH�ZDWFKLQJ� IURP�WKH�VLGHOLQHV�
ZLWK�WKH� LQWHQWLRQ�RI� MRLQLQJ� ODWHU�RQ��6WLOO�� WKH�VPDOO�XQLRQV�FRQWLQXHG�WR�DWWUDFW
WKH�DWWHQWLRQ�RI�WKH�ODUJH�RQHV��,Q�)HEUXDU\�������WKH�*7%�DQG�WKH�1**�ZHUH�UH�
SRUWHG�WR�EH�ZRRHG�E\�WKH�FKHPLFDO�ZRUNHUV��,Q�WKH�VDPH�PRQWK��DQG�SHUKDSV�LQ
UHDFWLRQ�WR�WKLV��WKH�*7%�IRUPDOO\�SURSRVHG�D�PHUJHU�WR�WKH�1**��WR�IRUP�D�XQLRQ
RI�FRQVXPHU�JRRGV��*HZHUNVFKDIW�.RQVXP��XQG�*HEUDXFKVJ�WHU���7KH�1**�ZDV
DOVR�FRQVLGHUHG�D�SRVVLEOH�SDUWQHU�E\�WKH�+%9��RQ�DFFRXQW�RI�WKH�JURZLQJ�QXPEHU
RI�IDVW�IRRG�UHVWDXUDQWV�LQ�GHSDUWPHQW�VWRUHV�

,Q� -XQH�������KRZHYHU�� ,*�0HWDOO�DQQRXQFHG� LWV�PHUJHU�ZLWK� WKH�*7%��ZKLFK�DW
WKH�WLPH�KDG�RQO\���������PHPEHUV�OHIW��,Q�WKLV�FDVH��WKH�UHFHLYLQJ�XQLRQ�GLG�QRW
FKDQJH�LWV�QDPH��,W� LV� LQWHUHVWLQJ�WR�QRWH�WKDW� WKH�*7%�KDV�WUDGLWLRQDOO\�EHHQ�WKH
PRVW�FRQVHUYDWLYH�XQLRQ�LQ�WKH�'*%��ZKLOH�,*�0HWDOO�KDV�DOZD\V�OHG�WKH�SURJUHV�
�������������������������������������������������������������������������������������������������������������������������������������������������

VXSSRUW�RI�WKH�FKHPLFDO�LQGXVWU\�XQLRQ�LQ�WKHLU�GLVSXWH�ZLWK�WKH�g79�RYHU�WKH�ULJKW
WR�RUJDQL]H�WKH�FRPPXQDO�HQHUJ\�DQG�ZDWHU�LQGXVWULHV�LQ�(DVW�*HUPDQ\�

�� ,*�0HGLHQ�FRQWLQXHG� WR�EH� LQ�HFRQRPLF�GLIILFXOWLHV�� LQ� VSLWH�RI� LWV� HDUO\�PHUJHU�� ,WV
SUHGHFHVVRU��,*�'UXFN�XQG�3DSLHU��KDG�ORVW�DOPRVW�DOO� LWV�DVVHWV�LQ�FRVWO\�ODUJH�VFDOH
VWULNHV� LQ� WKH�����V��DQG� ,*�0HGLHQ� LV�DSSDUHQWO\�VWLOO�KHDYLO\� LQ�GHEW� WR� ,*�0HWDOO�
ZKLFK�VHHPV�WR�KDYH�NHSW�WKH�SULQWHUV�VROYHQW�GXULQJ�WKH�VWULNHV�
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VLYH�ZLQJ��7KH� UDWLRQDOH� WKDW�ZDV�JLYHQ� IRU� WKH�FRPELQDWLRQ� LQYRNHG� WKH� LQGXV�
WULDO�XQLRQ�SULQFLSOH��DV� LW� UHIHUUHG� WR� WKH� IDFW� WKDW� VRPH�RI� WKH� UHPDLQLQJ� WH[WLOH
ZRUNHUV� LQ�*HUPDQ\� VXSSOLHG� WKH� DXWRPRELOH� LQGXVWU\�� IRU� H[DPSOH� SURGXFLQJ
DXWRPRELOH�VHDWV��3UREDEO\�PRUH�LPSRUWDQW�ZDV�WKH�IDFW�WKDW�WKH�*7%�KDG�UXQ�RXW
RI�PRQH\��WKDW�D�PHUJHU�ZLWK�WKH�RWKHU�VPDOO�XQLRQV��ZKLFK�ZHUH�LQ�VLPLODU�HFR�
QRPLF� FRQGLWLRQ�� ZRXOG� QRW� KDYH� KHOSHG�� DQG� WKDW� ,*�0HWDOO� SD\V� LWV� RIILFLDOV
KLJKHU�VDODULHV�WKDQ�DQ\�RWKHU�'*%�XQLRQ�

&RQWLQXLQJ� LWV� DGYDQFH�� LQ� 6HSWHPEHU� ,*�0HWDOO� SXEOLFO\� IORDWHG� WKH� LGHD� RI� D
PHUJHU� ZLWK� WKH� SRVWDO� DQG� WKH� UDLOZD\�ZRUNHUV�� ZKLFK� ZRXOG� KDYH� FUHDWHG� D
JLDQW� ,*�0HWDOO�� /RJLVWLN��.RPPXQLNDWLRQ�� $OWKRXJK� DW� WKH� WLPH� WKHUH� ZDV� DO�
UHDG\� D� FRRSHUDWLRQ� DJUHHPHQW� EHWZHHQ� ,*�0HWDOO� DQG� WKH� SRVWDO�ZRUNHUV�� WKH
ODWWHU�VKRZHG�WKHPVHOYHV�XQZLOOLQJ�WR�JLYH�XS�WKHLU�LQGHSHQGHQFH��1RW�WR�EH�OHIW
RXW��WKH�+%9�RIIHUHG�FORVH�FRRSHUDWLRQ�WR�WKH�1**��EXW�ZLWK�WKH�H[SHULHQFH�RI�WKH
DERUWHG�PHUJHU�ZLWK�WKH�*7%��DQG�SUHVXPDEO\�ZDLWLQJ�IRU�PRUH�IDYRUDEOH�RIIHUV
IURP�WKH�ELJ�WKUHH��WKH�1**�DVNHG�IRU�WLPH��$�PRQWK�ODWHU��WKH�+%9�DQG�,*�0H�
GLHQ�DQQRXQFHG�DQ�§DOOLDQFH¨�ZLWK�WKH�SRVWDO�ZRUNHUV��ZKLOH�WKH�ODWWHU�LQ�DGGLWLRQ
VLJQHG�D�FRRSHUDWLRQ�DJUHHPHQW�ZLWK�,*�0HGLHQ��7KH�DOOLDQFH�ZDV�GHFODUHG�RSHQ
IRU�RWKHUV��DQG�WKH�'$*�ZDV�VDLG�WR�EH�§LQ�GLDORJXH¨�ZLWK�WKH�+%9�RQ�ZKHWKHU
DQG�KRZ�LW�PLJKW�MRLQ�LQ�

,Q� 1RYHPEHU�� WKHQ�� WKH� QH[W� PHUJHU� ZDV� DQQRXQFHG�� WKLV� WLPH� LQYROYLQJ� WKH
ZRRG�DQG�IXUQLWXUH�ZRUNHUV��*+.����������PHPEHUV��DQG�,*�0HWDOO��$FFRUGLQJ
WR�WKHLU�SUHVLGHQW��WKH�ZRRG�ZRUNHUV�SURSHUO\�EHORQJHG�WR�WKH�PHWDO�LQGXVWU\��EH�
FDXVH� PDQ\� RI� WKHP� SURGXFHG� ZRRG� SDQHOV� IRU� WKH� PRUH� H[SHQVLYH�0HUFHGHV
FDUV��3ROLWLFDOO\�WKH�PHUJHU�PDGH�PRUH�VHQVH�WKDQ�WKH�RQH�EHWZHHQ�,*�0HWDOO�DQG
WKH�*7%��DV�WKH�*+.�KDG�WUDGLWLRQDOO\�EHHQ�OHIW�RI�FHQWHU�LQ�WKH�SROLWLFDO�JHRJUD�
SK\�RI� WKH�'*%��2Q�WKH�RWKHU�KDQG�� WKH�*+.�KDG�ZLGHO\�EHHQ�H[SHFWHG�WR� MRLQ
WKH�FRPELQHG�FRQVWUXFWLRQ�DQG�DJULFXOWXUDO�ZRUNHUV��DQG�LWV�GHFLVLRQ�WR�RSW�IRU�,*
0HWDOO�FDPH�DV�DQ�XQSOHDVDQW�VXUSULVH�WR�WKH�OHDGHUV�RI�WKDW�XQLRQ�

2I�WKH����'*%�XQLRQV�WKDW�ZLOO�UHPDLQ��,*�0HWDOO��,*�%&(�DQG�,*�%$8�KDYH�LQGL�
FDWHG�WKDW�WKH\�ZLOO�FRQWLQXH�WR�EH�RQ�WKH�ORRNRXW�IRU�DFTXLVLWLRQV��7KH�VDPH�KDV
EHHQ�VDLG�DERXW� WKH�g79��7ZR�RI� WKH�VPDOOHU�XQLRQV�� WKH�SROLFHPHQ��*G3��ZLWK
��������DQG�WKH�VFKRROWHDFKHUV��*(:��ZLWK���������PHPEHUV��VHHP�WR�IHHO�VXIIL�
FLHQWO\�VDIH��GXH�WR�WKH�KLJK�KRPRJHQHLW\�DQG�VWURQJ�RFFXSDWLRQDO� LGHQWLILFDWLRQ
RI�WKHLU�PHPEHUVKLS��WR�UXOH�RXW�D�FKDQJH�LQ�WKHLU�VWDWXV����)LYH�RWKHU�XQLRQV�¥�,*

                                                    

�� %RWK� WKH� *(:� DQG� WKH� *G3� RUJDQL]H� DOPRVW� H[FOXVLYHO\� FLYLO� VHUYDQWV� �%HDPWH��
ZKLFK�DPRQJ�RWKHU�WKLQJV�PHDQV�WKDW�WKH\�GR�QRW�QHHG�WR�PDLQWDLQ�D�VWULNH�IXQG�DV
SXEOLF�RIILFLDOV�KDYH�QR�ULJKW�WR�VWULNH��7KLV�JUHDWO\�UHOLHYHV�WKHLU�ILQDQFLDO�VLWXDWLRQ�
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0HGLHQ�ZLWK� ��������� WKH�1**�ZLWK� ��������� WKH�*G('�ZLWK� ��������� WKH�'3*
ZLWK���������DQG� WKH�+%9�ZLWK���������PHPEHUV�¥�DUH� VWLOO� WDNHRYHU� WDUJHWV� IRU
WKH� ODUJH�XQLRQV��ZKLOH� WKH\� FRQWLQXH� WR� H[SORUH�SRVVLELOLWLHV� RI� FRRSHUDWLRQ�EH�
WZHHQ�WKHPVHOYHV�

7KH� SRWHQWLDOO\� GHFLVLYH� SOD\HU� LQ� WKH� JDPH� LV� WKH� g79� ����������� PHPEHUV��
ZKLFK�XS�WR�QRZ�ZDV�QRW�LQYROYHG�LQ�PHUJHUV��DOWKRXJK�UHSRUWHGO\�QRW�IRU�ODFN�RI
WU\LQJ�� $V� WKH� VHFRQG�ODUJHVW� '*%� XQLRQ�� WKH� g79� ZRXOG� LQ� SULQFLSOH� EH� ELJ
HQRXJK�WR�EH�YLDEOH�RQ�LWV�RZQ��2Q�WKH�RWKHU�KDQG��WKH�EUHDNGRZQ�RI�WKH�GLVWLQF�
WLRQ�EHWZHHQ�SULYDWH� DQG�SXEOLF� VHUYLFHV� DQG� WKH�JHQHUDO� LQFUHDVH� LQ� LQWHUXQLRQ
GRPDLQ�FRQIOLFWV�H[SRVHV�ODUJH�FKXQNV�RI�LWV�YDVW�WHUULWRU\�WR�FRPSHWLQJ�FODLPV�E\
RWKHU�XQLRQV��%HFDXVH�RI� LWV� VWURQJ�SRVLWLRQ� LQ� WKH� VDYLQJV�EDQNV�� WKH�g79�PD\
DOVR�KROG� WKH�NH\�WR� WKH�UHHQWU\�RI� WKH�'$*�LQ� WKH�*HUPDQ�)HGHUDWLRQ�RI�7UDGH
8QLRQV�� DQG� WR� D�SRWHQWLDO� UHDOLJQPHQW� EHWZHHQ� WKH�'$*�DQG� WKH�+%9� LQ�SDU�
WLFXODU�� )RU� WKH� WLPH� EHLQJ�� WKH� g79� VHHPV� WR� EH� FRQFHQWUDWLQJ� RQ�ZRRLQJ� WKH
UDLOZD\�ZRUNHUV��SUHVXPDEO\�QRW�OHDVW�WR�GLVVXDGH�WKHP�IURP�MRLQLQJ�,*�0HWDOO�

& 7KH�&DVHV�&RPSDUHG

3OXUDOLVP�9HUVXV�0RQRSRO\

7KH� DUH� REYLRXV�GLIIHUHQFHV� EHWZHHQ� WKH�'XWFK� DQG� WKH�*HUPDQ� VWRULHV��$ERYH
DOO�� WKH� WUDQVIRUPDWLRQ� RI� XQLRQ� RUJDQL]DWLRQ� LQ� WKH�1HWKHUODQGV� VWDUWHG� DOPRVW
WZR�GHFDGHV�HDUOLHU�WKDQ�LQ�*HUPDQ\��/HDYLQJ�DVLGH�WKH�XQLILFDWLRQ�RI�WKH�6RFLDO
'HPRFUDWLF�DQG�&DWKROLF�FXUUHQWV��WKH�SUHVHQW�PHUJHU�ZDYH�DPRQJ�'XWFK�XQLRQV�
ZKLFK�FRLQFLGHV�ZLWK�WKH�UHYROXWLRQ�RI�WKH�LQGXVWULDO�XQLRQ�VWUXFWXUH�RI�WKH�'*%�
LV� DOUHDG\� WKH� VHFRQG� LQ� SRVWZDU� KLVWRU\�� DIWHU� WKH�PDMRU� UHRUJDQL]DWLRQ� RI� WKH
HDUO\�����V��RU�HYHQ�WKH�WKLUG�LI�ZH�LQFOXGH�WKH�IRUPDWLYH�SHULRG�RI�WKH�ODWH�����V
DQG�HDUO\�����V��7DEOH����

.H\� IDFWRUV� H[SODLQLQJ� WKLV� FRQWUDVW� DUH� WKH� LQLWLDO� VWUXFWXUHV� RI� WKH� WZR�PRYH�
PHQWV� DQG� WKH� LQVWLWXWLRQDO� FRQGLWLRQV� LQ� HDFK� FRXQWU\�� )URP� WKH� EHJLQQLQJ�
'XWFK�XQLRQV�ZHUH�PRUH�QXPHURXV�WKDQ�*HUPDQ�RQHV��GXH�ODUJHO\�WR�WKH�SROLWLFDO
DQG�UHOLJLRXV�GLYLVLRQV�WKDW�VKDSHG�DOO�'XWFK�LQVWLWXWLRQV�LQ�WKH�HUD�RI�SLOODUL]DWLRQ
�9HU]XLOLQJ���0RUHRYHU��WKH�SROLWLFDO�DQG�UHOLJLRXV�SOXUDOLVP�RI�'XWFK�VRFLHW\�KDG
WR�EH�RUJDQL]DWLRQDOO\�DFFRPPRGDWHG� LQ�D�FRXQWU\�PXFK�VPDOOHU� WKDQ�*HUPDQ\
RU�� IRU� WKDW�PDWWHU��:HVW�*HUPDQ\��$V�D�UHVXOW�� WKHUH�ZHUH�QRW�RQO\�PRUH�'XWFK
XQLRQV� WKDQ�*HUPDQ�XQLRQV��EXW� WKH\�ZHUH�DOVR�PXFK� VPDOOHU� �7DEOH�����$W� WKH
HQG�RI�������EHIRUH� WKH� UHRUJDQL]DWLRQ� WKDW� LV�SUHVHQWO\�XQGHU�ZD\�EXW�DIWHU� WKH
PHUJHUV�RI�WKH�HDUO\�����V��WKH�ODUJHVW�'XWFK�XQLRQ�E\�IDU��$EYD.DER��KDG��������
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PHPEHUV�¥�OHVV�WKDQ�DOO�EXW�RQH�RI�WKH�ILYH�'*%�XQLRQV�WKDW�FRQVLGHU�WKHPVHOYHV
WRR�VPDOO�WR�VXUYLYH�RQ�WKHLU�RZQ�

*UHDWHU�RUJDQL]DWLRQDO�IUDJPHQWDWLRQ�RQ�D�VPDOOHU�PHPEHUVKLS�EDVH��GXH�ODUJHO\
WR�UHOLJLRXV�GLYLVLRQV��JDYH�'XWFK�XQLRQV�ERWK�PRUH�UHDVRQ�DQG�PRUH�RSSRUWXQL�
WLHV�WR�UDWLRQDOL]H�WKHLU�VWUXFWXUHV�WKURXJK�PHUJHUV��$QRWKHU�IDFWRU�ZRUNLQJ�LQ�WKH
VDPH�GLUHFWLRQ�ZDV� WKH� HDUO\� GHLQGXVWULDOL]DWLRQ� SURFHVV� LQ� WKH�1HWKHUODQGV�� DV
H[HPSOLILHG�E\�WKH�UHORFDWLRQ�RI�WKH�GLDPRQG�LQGXVWU\�WR�$QWZHUS��WKH�FORVLQJ�RI
WKH�PLQHV�DQG�WKH�QHDU�GLVDSSHDUDQFH�RI�WH[WLOH��FORWKLQJ�DQG�IRRWZHDU�PDQXIDF�
WXULQJ��7KH�ZD\�'XWFK� ODERU� ODZ�UHJXODWHV�FROOHFWLYH�EDUJDLQLQJ�ZDV� LPSRUWDQW�
WRR��,Q�WKH�'XWFK�V\VWHP��FROOHFWLYH�EDUJDLQLQJ�SDWWHUQV�DUH�PXFK�OHVV�ULJLG�WKDQ
WKH\�DUH�LQ�*HUPDQ\��DV�WKH�LGHD�RI�H[FOXVLYH�MXULVGLFWLRQ�LV�DOLHQ�WR�'XWFK�LQGXV�
WULDO�UHODWLRQV��8QGHU�WKH�/DZ�RQ�&ROOHFWLYH�%DUJDLQLQJ�SDVVHG�LQ�������HPSOR\HUV
DUH� IUHH� WR�QHJRWLDWH�D� FROOHFWLYH�DJUHHPHQW�ZLWK�DQ\�ERQD� ILGH�XQLRQ���� ,I� DJUHH�
PHQW�LV�UHDFKHG��LW�DSSOLHV�QRW�RQO\�WR�WKH�PHPEHUV�RI�WKDW�XQLRQ�EXW�WR�DOO�FRP�
SDUDEOH�ZRUNHUV�� LQFOXGLQJ�PHPEHUV�RI�FRPSHWLQJ�XQLRQV��$Q\�XQLRQ�FDQ�HQWHU
WKH�FRQWHVW�RU�WU\�WR�FKDQJH�WKH�DJUHHPHQW��EHFDXVH�LW� LV�RQO\�ERXQG�E\�LW� LI� LW� LV
DPRQJ� LWV� VLJQDWRULHV�� )RU� WKLV� UHDVRQ�� HPSOR\HUV� SUHIHU� WR� EDUJDLQ�ZLWK� DOO� WKH
UHOHYDQW�XQLRQV�WRJHWKHU��UHVXOWLQJ�LQ�WKH�W\SLFDO�SDWWHUQ�RI�VLQJOH�WDEOH�EDUJDLQLQJ
ZLWK�WZR�WR�ILYH�XQLRQV��:KLOH�WZR�)19�XQLRQV�PD\�KDSSHQ�WR�SDUWLFLSDWH�LQ�WKH
VDPH�EDUJDLQLQJ�SURFHVV��RQH�XQLRQ�XVXDOO\�FHGHV�LWV�ULJKWV�WR�WKH�RWKHU��7KH�QH�
JRWLDWHG�§PHPEHUVKLS� VZDSV¨� LQ� WKH�)19�GXULQJ� WKH� ODWH� ����V� VHUYHG� WKH�SUL�
PDU\� SXUSRVH� RI� DYRLGLQJ� EDUJDLQLQJ� GXSOLFDWLRQ�� ,W� LV� LPSRUWDQW� WR� QRWH� WKDW�
XQOLNH�WKH�'*%��WKH�)19�KDV�QR�SRZHU�RI�DGMXGLFDWLRQ��QRU� LV� WKHUH�UHFRXUVH� WR
WKH�FRXUWV�

7KH� SOXUDOLVP� RI� WKH� 'XWFK� LQGXVWULDO� UHODWLRQV� V\VWHP� OLPLWV� WKH� FDSDFLW\� RI
'XWFK�XQLRQV� WR� RSHUDWH�ZLWKRXW� YROXQWDU\� FRRUGLQDWLRQ�ZLWK� HDFK�RWKHU�� 6LQFH
HPSOR\HUV�KDYH�QR� OHJDO�REOLJDWLRQ� WR�QHJRWLDWH��DQG�FROOHFWLYH�DJUHHPHQWV�ZLWK
DQ\� XQLRQ� DSSO\� HUJD� RPQHV� WR� DOO� ZRUNHUV�� XQLRQV� DUH� DOZD\V� IDFHG� ZLWK� WKH
WKUHDW�RI�H[FOXVLRQ����,Q�WKH�DEVHQFH�RI�D�OHJDO�ULJKW�RI�UHFRJQLWLRQ�IRU�XQLRQV��FRD�

                                                    

�� 5HTXLUHPHQWV�IRU�DWWDLQLQJ�WKLV�VWDWXV�DUH�PLQLPDO��D�QHZ�XQLRQ�PXVW�UHJLVWHU�XQGHU
WKH� ODZ�RQ�DVVRFLDWLRQV� LQ�RUGHU� WR� UHFHLYH�§UR\DO�DSSURYDO�¨�RUJDQL]H�D�SURSHU�DQ�
QXDO�PHHWLQJ��KDYH�ILQDQFLDO�PHDQV��DQG�DFTXLUH�D�§OHJDO�SHUVRQDOLW\�¨

�� ([FOXVLRQ�GRHV�QRW�KDSSHQ�RIWHQ��EXW�IUHTXHQWO\�HQRXJK�WR�PDNH�WKH�WKUHDW�UHDO��)RU
LQVWDQFH�� WKH� WZR�3KLOLSV� DJUHHPHQWV� LQ� ����� �IRU�SURGXFWLRQ� DQG�RIILFH� VWDII��ZHUH
VLJQHG�E\�WKH�0+3�XQLRQV�RQO\��+HLQHNHQ�XVHG�WKH�GLVDJUHHPHQW�EHWZHHQ�WKH�&19
DQG�WKH�)19�WR�H[FOXGH�WKH�ODWWHU��VLPLODU�FDVHV�KDYH�RFFXUUHG�LQ�UDLOZD\V��EDQNLQJ
DQG�IXUQLWXUH��,.($���ZKHUH�D�FRPSDQ\�XQLRQ�ZDV�©GUHVVHG�XSª�WR�H[FOXGH�WKH�WUDGL�
WLRQDO�XQLRQV�
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OLWLRQ�EXLOGLQJ�LV�WKH�RQO\�UHPHG\��DQG�XQLRQV�DUH�IRUFHG�WR�OHDUQ�WR�VRUW�RXW�EDU�
JDLQLQJ�DUHDV�EHWZHHQ�WKHP��ZLWKRXW�DXWKRULWDWLYH�LQWHUYHQWLRQ�E\�WKH�IHGHUDWLRQ
RU� WKH� ODZ��7KH�*HUPDQ� V\VWHP��E\� FRPSDULVRQ�� LV� JHDUHG� WRZDUGV� HVWDEOLVKLQJ
DQG�SURWHFWLQJ�EDUJDLQLQJ�PRQRSROLHV� IRU� LQGLYLGXDO�XQLRQV�� FRQGLWLRQDO�RQ� WKH
H[LVWHQFH�RI�XQDPELJXRXV�GRPDLQ�GHPDUFDWLRQV�HLWKHU� LQ�XQLRQ�UXOHERRNV�RU� LQ
IHGHUDO� DGMXGLFDWLRQ�� :LWK� WKHLU� EDUJDLQLQJ� GRPDLQV� PRUH� VDIHO\� HVWDEOLVKHG�
*HUPDQ�XQLRQV� ERWK� ILQG� LW� KDUGHU� WR� LQYDGH� HDFK� RWKHUV
� WHUULWRULHV� DQG� DW� WKH
VDPH� WLPH� PD\� VHFXUH� WKHLU� EDUJDLQLQJ� ULJKWV� DV� PXFK� WKURXJK� OLWLJDWLRQ� DV
WKURXJK�FRRSHUDWLRQ�RU��IRU�WKDW�PDWWHU��PHUJHU�

7KHUH�LV�\HW�DQRWKHU�ZD\�LQ�ZKLFK�OHJDO�GLIIHUHQFHV�DIIHFW�WKH�SDFH�DQG�GLUHFWLRQ
RI�XQLRQ�PHUJHUV��$V�ZH�SRLQWHG�RXW� HDUOLHU��*HUPDQ� ODZ�PDNHV� LW�GLIILFXOW� IRU
HPSOR\HUV�WR�PRYH�SODQWV�IURP�RQH�LQGXVWULDO�DJUHHPHQW�WR�DQRWKHU��HVSHFLDOO\�WR
RQH�ZLWK�ORZHU�ZDJHV�RU�ORQJHU�ZRUNLQJ�KRXUV��0DQXIDFWXULQJ�XQLRQV�LQWHUSUHW
WKLV�WR�PHDQ�WKDW�RQFH�D�XQLRQ�KDV�RUJDQL]HG�D�ILUP��LW�EDVLFDOO\�UHWDLQV�WKH�ULJKW
WR�RUJDQL]H�LW�IRUHYHU��LQFOXGLQJ�SRWHQWLDO�VSLQ�RIIV���7KH�ZDYH�RI�XQLRQ�UXOHERRN
FKDQJHV� LQ� WKH� ����V�ZDV� ODUJHO\� LQWHQGHG� WR� UHIOHFW� WKLV� OHJDO� SRVLWLRQ��� 7R� WKH
H[WHQW�WKDW�WKH�'*%�DQG�WKH�ODERU�FRXUWV�VXSSRUW�WKLV�YLHZ��PDQXIDFWXULQJ�XQLRQV
DUH�OHVV�WKUHDWHQHG�E\�PHPEHUVKLS�ORVV�WKDQ�WKH\�PLJKW�EH�LQ�RWKHU�FRXQWULHV��,Q�
GHHG� WKH\�PD\� HYHQ� VWDQG� D� FKDQFH� RI� VORZO\� JURZLQJ� LQWR� WKH� SULYDWH� VHUYLFH
VHFWRU��DV�WKH�ILUPV�WKH\�KDYH�WUDGLWLRQDOO\�RUJDQL]HG�H[SDQG�RU�VSLQ�RII�WKHLU�WHU�
WLDU\� DFWLYLWLHV�� &RQFHLYDEO\�� WKHUH�PD\� KHQFH� EH� OHVV� SUHVVXUH� IRU� §ROG¨�PDQX�
IDFWXULQJ�XQLRQV�LQ�*HUPDQ\�WR�PHUJH�VSHFLILFDOO\�ZLWK�XQLRQV�LQ�§QHZ¨�VHUYLFH
LQGXVWULHV��7KLV�PD\�H[SODLQ�ZK\��XS�WR�QRZ��WKH�SUHVHQW�PHUJHU�RI�$OOLHV�KDV�QR
FRXQWHUSDUW�LQ�*HUPDQ\�

0RUH�PRQRSROLVWLF�FROOHFWLYH�EDUJDLQLQJ�LQ�*HUPDQ\�DOVR�KHOSV�H[SODLQ�ZK\�WKHUH
ZDV�OHVV�PHPEHUVKLS�FRQFHQWUDWLRQ�FRPSDUHG�WR�WKH�1HWKHUODQGV��7KH�IRXU�ODUJ�
HVW�XQLRQV�LQ�WKH�'*%�FXUUHQWO\�UHSUHVHQW����SHUFHQW�RI�DOO�PHPEHUV��ZKLOH�LQ�WKH
)19�WKH\�UHSUHVHQW����SHUFHQW��ZLWK�ERWK�KDYLQJ�VWDUWHG�IURP�WKH�VDPH�OHYHO���
\HDUV�DJR��7DEOH�����2EVHUYLQJ�D�VLPLODU�GLIIHUHQFH�EHWZHHQ�%ULWLVK�DQG�$PHULFDQ
XQLRQV� LQ� WKH� ILUVW� KDOI� RI� WKLV� FHQWXU\�� (VWH\� ������� FRQWUDVWV� ZKDW� KH� FDOOV
§ERXQGOHVV�XQLRQLVP¨� LQ�%ULWDLQ�ZLWK� WKH� UROH� RI� §H[FOXVLYH� MXULVGLFWLRQ¨� LQ� WKH
$PHULFDQ� )HGHUDWLRQ� RI� /DERU� �$)/��� ([FOXVLYH� MXULVGLFWLRQ� DPRXQWV� WR� D� EDU�
JDLQLQJ�PRQRSRO\� JUDQWHG� WR� D� QDWLRQDO� XQLRQ� E\� D� IHGHUDWLRQ� ZKLFK�� OLNH� WKH
'*%�WRGD\��DZDUGV�RQH�RI�LWV�DIILOLDWHV�DQ�H[FOXVLYH�IUDQFKLVH�WR�RUJDQL]H�D�FHUWDLQ
RFFXSDWLRQDO�RU� LQGXVWULDO� WHUULWRU\��IUHH�RI�FRPSHWLWLRQ�IURP�RWKHU�XQLRQV��,Q� LWV
HDUO\� GD\V�� LW� DSSHDUV� WR� KDYH� EHHQ� D� GHOLEHUDWH� VWUDWHJ\� RQ� WKH� SDUW� RI� 6DPXHO
*RPSHUV�� WKH� SRZHUIXO�$)/� FKDLUPDQ�� WR� HVWDEOLVK� DV�PDQ\� RUJDQL]DWLRQDO� GR�
PDLQV�DV�SRVVLEOH�VR�DV� WR�SUHYHQW� WKH�ULVH�RI� LQWHUQDO�ULYDOV� LQ�WKH�IRUP�RI� ODUJH
JHQHUDO��§FDWFKDOO¨��XQLRQV��7KH�*HUPDQ�FDVH�FRQILUPV�(VWH\ªV�FRQFOXVLRQ�WKDW�H[�
FOXVLYH� MXULVGLFWLRQ� LV� D�§WZR�HGJHG� LQVWUXPHQW�� IRU� WKH�ERXQGDU\� WR� IHQFH� FRP�
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SHWLWRUV�RXW�RI�D�XQLRQªV� WHUULWRU\�VHUYHV�DW� WKH�VDPH�WLPH� WR� IHQFH� LWV�RZQHU� LQ¨
�(VWH\�������������,Q�RWKHU�ZRUGV��LW�WHQGV�WR�§IUHH]H¨�D�JLYHQ�XQLRQ�VWUXFWXUH�

,Q�6HDUFK�RI�2UJDQL]DWLRQDO�9LDELOLW\

1HLWKHU� LQ� *HUPDQ\� QRU� LQ� WKH� 1HWKHUODQGV� LV� WKH� FXUUHQW� UHVWUXFWXULQJ� RI� WKH
XQLRQ�PRYHPHQW�GULYHQ�E\�D�VHFWRUDO�ORJLF��$IWHU�WKH�ZDU��XQLRQV�LQ�ERWK�FRXQWULHV
VWDUWHG�RXW�ZLWK�D�SULQFLSOHG�UHIRUP�RI�WKHLU�RUJDQL]DWLRQ��DQFKRUHG�LQ�D�FRQFHSW
RI� LQGXVWULDO� VHFWRUV� DV� RUJDQLF� XQLWV� RI� LQGXVWULDO� JRYHUQDQFH�� %XW� LQ� QHLWKHU
FRXQWU\�ZDV�WKH�SULQFLSOH�RI�LQGXVWULDO�XQLRQLVP��IRU�DOO�LWV�DSSDUHQW�QHDWQHVV��FD�
SDEOH� RI� SUHFOXGLQJ� XQWLG\� ERUGHUV�� GRPDLQ� RYHUODS�� DQG� KXJH� VL]H� GLIIHUHQFHV
EHWZHHQ� LQGLYLGXDO� XQLRQV�� ,Q� VXEVHTXHQW� \HDUV�� XQHTXDO� GHYHORSPHQW� RI
§VHFWRUV¨� GXH� WR� HFRQRPLF� DQG� WHFKQRORJLFDO� FKDQJH� LQFUHDVHG� WKH� SUHVVXUH� RQ
XQLRQ� RUJDQL]DWLRQ��$OVR�� WKH�GHPLVH� RI� SROLWLFDO� SURMHFWV� RI� §RUJDQL]HG� FDSLWDO�
LVP¨�RU�§HFRQRPLF�GHPRFUDF\¨�EDVHG�RQ�VHOI�JRYHUQLQJ�YHUWLFDO�VHFWRUV�GHSULYHG
XQLRQV�RI�LQVWLWXWLRQDO�UHIHUHQFH�SRLQWV�WKDW�FRXOG�KDYH�KHOSHG�WKHP�RSHUDWLRQDO�
L]H�VHFWRUDO�ERXQGDULHV�IRU�RUJDQL]DWLRQDO�SXUSRVHV�

$SDUW� IURP� WKH� LPPHGLDWH� SRVWZDU� \HDUV�� DWWHPSWV� WR� LPSRVH� D� VWULFW� VHFWRUDO
ORJLF�RQ�XQLRQ�RUJDQL]DWLRQDO�VWUXFWXUHV�ZHUH�HLWKHU�QHYHU�PDGH��DV�LQ�*HUPDQ\�
RU� IDLOHG� HYHQ�ZKHUH�� DV� LQ� WKH�1HWKHUODQGV�� VHFWRUDO� UHRUJDQL]DWLRQ�EHFDPH� WKH
SURMHFW�RI�SRZHUIXO�XQLRQ�IHGHUDWLRQV��,Q�WKH�'XWFK�6RFLDO�'HPRFUDWLF�IHGHUDWLRQ
LQ�SDUWLFXODU��WKH�DXWRQRP\�RI�DIILOLDWHV�ZDV�ORZ��DQG�UHEHOOLQJ�XQLRQV�FRXOG�H[�
SHFW�WR�KDYH�WKHLU�H[WHUQDO�WLHV�FXW�DQG�WKHLU�UHVRXUFHV�DQG�OHJLWLPDF\�ZLWKGUDZQ�
0RUHRYHU�� DQ� H[SHOOHG� XQLRQ�ZRXOG� EH� EDQQHG� IURP� FROOHFWLYH� EDUJDLQLQJ�� DQG
WKH�IHGHUDWLRQ�ZRXOG�QRW�KHVLWDWH� WR�RUJDQL]H�D�QHZ�XQLRQ�WR� WDNH�RYHU� LWV�EXVL�
QHVV��DV�KDSSHQHG�LQ�WKH�FDVH�RI�WKH�GUDIWVPHQ��%XW�HYHQ�WKLV�SURYHG�XQDEOH�WR�GH�
IHQG� VHFWRUDOO\� EDVHG� WUDGH� XQLRQLVP�� DQG� LQFUHDVLQJO\� VR� LQ� WKH� UDSLG� UHVWUXF�
WXULQJ�RI� WKH�����V�DQG�����V��DV�PRUH�DQG�PRUH�FRPSDQLHV�H[SDQGHG� WKHLU�DF�
WLYLWLHV� EH\RQG� ZKDW� KDG� EHHQ� UHJDUGHG� DV� RUJDQLF� VHFWRUDO� ERXQGDULHV� LQ� WKH
SRVWZDU�HUD�

,QGHHG�� WKH� OLPLWHG� FDSDFLW\� RI� §REMHFWLYH¨� VHFWRUDO�GLVWLQFWLRQV� WR� LQIRUP�XQLRQ
GRPDLQ�GHPDUFDWLRQV�LV�VKRZQ�E\�WKH�ORQJHYLW\�RI�*HUPDQ�§LQGXVWULDO�XQLRQLVP¨
DIWHU� WKH�ZDU�� UHJDUGOHVV�RI�ERWK� LWV� RULJLQDO� LQFRQVLVWHQF\�DQG� LWV� JURZLQJ�PLV�
PDWFK�ZLWK�D�FKDQJLQJ�VWUXFWXUH�RI�HFRQRPLF�DFWLYLWLHV��$FFRUGLQJO\��WKH�PHUJHUV
RI� WKH�����V�DPRQJ�*HUPDQ�XQLRQV��QRW� WR�PHQWLRQ�'XWFK�XQLRQV��GLG�QRW� OHQG
WKHPVHOYHV� WR� MXVWLILFDWLRQ� LQ� WHUPV� RI� LQGXVWULDO� XQLRQLVP�� DOWKRXJK� WKLV� ZDV
WULHG��7KH�ZRRG�ZRUNHUV��ZKR�DOVR�FRYHUHG�SODVWLFV�PDQXIDFWXULQJ��PLJKW�KDYH
MRLQHG� WKH�FKHPLFDO�ZRUNHUV�DQG�WKH�FRQVWUXFWLRQ�ZRUNHUV� MXVW�DV�ZHOO�DV��RU� LQ�
GHHG�PRUH�DSSURSULDWHO\�WKDQ��WKH�PHWDO�ZRUNHUV��7KH�VDPH�KROGV�IRU�WKH�WH[WLOH
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DQG�FORWKLQJ�ZRUNHUV��ZKR�FRXOG�KDYH�XQLWHG�ZLWK� WKH� OHDWKHU�ZRUNHUV�DQG� WKH
FKHPLFDO�ZRUNHUV��7KH� IDFW� WKDW� WKHLU� LQGXVWULHV�DOVR�VXSSO\�SDUWV� IRU� WKH�FDU� LQ�
GXVWU\�ZDV�SXEOLFO\� LQYRNHG�E\�WKH�WZR�XQLRQV�DV�D�UHDVRQ�IRU� WKHLU�GHFLVLRQ�WR
PHUJH�ZLWK�,*�0HWDOO��EXW�WKLV�ZDV�QRW�WDNHQ�VHULRXVO\�E\�DQ\RQH��SUREDEO\�QRW
HYHQ�WKH�SDUWLFLSDQWV�WKHPVHOYHV���

7KH�RUJDQL]DWLRQDO�WUDQVIRUPDWLRQ�RI�*HUPDQ�DQG�'XWFK�XQLRQV�LV�QRW�H[SODLQHG
E\� D� SROLWLFDO� ORJLF� HLWKHU�� ,Q� WKH� 1HWKHUODQGV�� WKH� 6RFLDO� 'HPRFUDWLF� DQG� WKH
&DWKROLF�FXUUHQWV�DPDOJDPDWHG�LQ�WKH�HDUO\�����V��ZKLFK�ZDV�DSSDUHQWO\�HDVLHU�WR
DFFRPSOLVK�WKDQ�D�FURVV�LQGXVWU\�PHUJHU�OLNH�WKH�RQH�EHWZHHQ�WKH�,%�DQG�'LER��,Q
*HUPDQ\��ZKHUH�IRUPDO�SROLWLFDO�GLYLVLRQV�GLG�QRW�UHHPHUJH�DIWHU� WKH�ZDU��'*%
LQGXVWULDO� XQLRQV� FDPH� WR� EH� LQIRUPDOO\� DVVRFLDWHG�ZLWK�GLYHUJHQW� SROLWLFDO� WHQ�
GHQFLHV��EXW�WKLV�ZDV�RI�OLWWOH�FRQVHTXHQFH�LQ�WKH�UHVWUXFWXULQJ�SURFHVV��:KLOH�WKH
PHUJHU�EHWZHHQ�WKH�PLQHUV��,*%(��DQG�WKH�FKHPLFDO�ZRUNHUV��,*&3.��PD\�RULJL�
QDOO\� KDYH� VHHPHG� WR� DQQRXQFH� WKH� IRUPDWLRQ� RI� D�PRUH� FRQVHUYDWLYH� FRXQWHU�
ZHLJKW� WR� ,*�0HWDOO�ZLWKLQ� WKH�'*%�� ODWHU�PHUJHUV�� OLNH� WKDW�EHWZHHQ� WKH� WH[WLOH
DQG�FORWKLQJ�ZRUNHUV��*7%��DQG�WKH�PHWDO�ZRUNHUV��RU�EHWZHHQ�WKH�OHDWKHU�ZRUN�
HUV�DQG�WKH�FKHPLFDO�ZRUNHUV��EURXJKW�WRJHWKHU�XQLRQV�RI�TXLWH�GLIIHUHQW�SROLWLFDO
PDNHXS�� 3ROLWLFV� ZRXOG� DOVR� PLOLWDWH� LQ� IDYRU� RI� ,*�0HGLHQ� MRLQLQJ� ,*�0HWDOO�
ZKLFK�XS�WR�QRZ�KDV�FRQVSLFXRXVO\�IDLOHG�WR�KDSSHQ��,QVWHDG��WKH�'$*�DQG�WKH
+%9� DUH�ZRUNLQJ� KDUG� WR�PDNH� WKHLU�PHPEHUV� DQG� DFWLYLVWV� IRUJHW� GHFDGHV� RI
KRVWLOLWLHV�� LQ� SUHSDUDWLRQ� RI� D� PHUJHU�� UHJDUGOHVV� RI� WKH� IDFW� WKDW� WKH� &KULVWLDQ
'HPRFUDWLF� 3DUW\�ZRXOG� DOOHJHGO\� OLNH� WR� VHH� WKH� RQO\�PDMRU� XQLRQ� RXWVLGH� WKH
'*%�UHWDLQ�LWV�LQGHSHQGHQFH���

:H�DUJXH�WKDW� WKH�FXUUHQW�UHVWUXFWXULQJ�RI�PDWXUH�XQLRQ�V\VWHPV�LQ� WKH�1HWKHU�
ODQGV�DQG�*HUPDQ\�LV�GULYHQ�QRW�E\�VHFWRUDO�RU�SROLWLFDO�IDFWRUV��EXW�E\�D�VHDUFK
IRU� ZKDW� ZH� FDOO� RUJDQL]DWLRQDO� YLDELOLW\�� :H� UHJDUG� RUJDQL]DWLRQDO� YLDELOLW\� SUL�
PDULO\�DV�D�PDWWHU�RI�VFDOH�RU��PRUH�SUHFLVHO\��RI�DWWDLQLQJ�D�PLQLPXP�DEVROXWH�VL]H�
$SDUW�IURP�H[FHSWLRQDO�FRQGLWLRQV�WKDW�DOORZ�IRU�RUJDQL]DWLRQDO�YLDELOLW\�LQ�VSLWH
RI�VPDOO�VL]H��PDWXUH�XQLRQV�VXFK�DV�WKRVH�LQ�WKH�1HWKHUODQGV�DQG�*HUPDQ\�VDFUL�

                                                    

�� 2I�WKH���������*7%�PHPEHUV��RQO\��������ZHUH�HPSOR\HG�LQ�ILUPV�VXSSO\LQJ�WKH�FDU
LQGXVWU\�� ,W� LV� RI� LQWHUHVW� WKDW� LQ� HDUO\� ������ WKH�'*%�GLVSXWH� FRPPLWWHH� UHMHFWHG� D
FODLP� E\� ,*� 0HWDOO� WR� UHSUHVHQW� WKHVH� ILUPV�� UXOLQJ� LQ� IDYRU� RI� WKH� *7%� �)UHFK
�����������

�� ,Q� WKH�1HWKHUODQGV�� WKH�XQLRQ� RI� WKH� IRRG�SURFHVVLQJ� LQGXVWU\�KDV� FRQVLVWHQWO\� GH�
IHQGHG�D�SRVLWLRQ� WR� WKH� OHIW�RI� WKH� ,%��ZKLFK�DIWHU�D� UDGLFDO�SHULRG� LQ� WKH�����V�EH�
FDPH�D�OHDGHU�LQ�SUDJPDWLVP�LQ�ODWHU�\HDUV��2Q�SROLWLFDO�JURXQGV��DQ�DOOLDQFH�ZLWK�WKH
WUDQVSRUW�DQG�VHUYLFH�XQLRQV�DJDLQVW� WKH�,%�ZRXOG�WKHUHIRUH�KDYH�EHHQ�PRUH� OLNHO\�
EXW�WKLV�ZRXOG�KDYH�EHHQ�D�§JDWKHULQJ�RI�WKH�SRRU�¨
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ILFH� LQWHUQDO� KRPRJHQHLW\� IRU� VFDOH�� DV� WKH� SUREOHPV� RI�PDQDJLQJ� DQ� LQWHUQDOO\� GL�
YHUVH�PHPEHUVKLS�DQG�LQWHUHVW�EDVH�VHHP�OHVV�FULWLFDO�IRU�WKHP�WKDQ�WKRVH�FDXVHG
E\�VPDOO�VL]H��6LQFH�UHVWUXFWXULQJ�LQ�SXUVXLW�RI�RUJDQL]DWLRQDO�YLDELOLW\�LV�DQ�DGDS�
WLYH�SURFHVV��LW�FRQWLQXHV�RQO\�XQWLO�WKH�QHFHVVDU\�VFDOH�LV�UHDFKHG�DQG�WKHQ�FRPHV
WR�D�KDOW�

&RQFHLYLQJ�XQLRQ�RUJDQL]DWLRQDO� UHVWUXFWXULQJ�DV�D� VHDUFK� IRU�RUJDQL]DWLRQDO�YL�
DELOLW\�PDNHV� LW� SRVVLEOH� WR� H[SODLQ� D� QXPEHU� RI� REVHUYDWLRQV�PDGH� LQ� WKH� WZR
FRXQWULHV�¥�LQ�DGGLWLRQ�WR�WKH�ORZ�VLJQLILFDQFH�RI�SROLWLFDO�FOHDYDJHV�DQG�VHFWRUDO
ERXQGDULHV�¥� WKDW�D�VHFWRU�VWUXFWXUDO�RU�SROLWLFDO�H[SODQDWLRQ�FDQQRW�DFFRXQW� IRU�
7KHVH�LQFOXGH�

�L� 6PDOO�XQLRQV�DUH�XQGHU�JUHDWHU�SUHVVXUH�WR�RIIHU��RU�§VXSSO\�¨�WKHPVHOYHV
IRU� D�PHUJHU� WKDQ� ODUJH� XQLRQV��$V� RUJDQL]DWLRQDO� YLDELOLW\� LV�PRUH� OLNHO\� WR� EH
DFKLHYHG� LI� WKH\�PHUJH�ZLWK�D� ODUJH�XQLRQ��PHUJHUV� WHQG� WR�EH�DV\PPHWULF��ZLWK
VPDOO� XQLRQV� MRLQLQJ� ODUJH� RQHV���� /DUJH�XQLRQV�� LQ� WXUQ��PD\�KDYH� D� YDULHW\� RI
UHDVRQV�IRU�H[SDQGLQJ�WKHLU�GRPDLQ�WKURXJK�PHUJHUV��HYHQ�LI�WKH\�DUH�DOUHDG\�RU�
JDQL]DWLRQDOO\�YLDEOH�RQ�WKHLU�RZQ��7KH\�DUH�OLNHO\�WR�SUHIHU�PHUJLQJ�ZLWK�D�VPDOO
XQLRQ��DV�WKLV�HQVXUHV�WKDW�WKH�PHUJHU�WDNHV�SODFH�RQ�WKHLU�WHUPV�DQG�OHDVW�GLVWXUEV
WKHLU� LQWHUQDO�RUGHU��2QO\�ZKHUH� ODUJH�XQLRQV�GR�QRW�H[LVW��RU�ZKHUH� WKH\� WKHP�
VHOYHV�DUH�QRW� ODUJH�HQRXJK�WR�EH�RUJDQL]DWLRQDOO\�YLDEOH��DV� LQ� WKH�1HWKHUODQGV�
DUH�WKH�SDUWLHV�WR�D�PHUJHU�OLNHO\�WR�EH�RI�VLPLODU�VL]H�

�LL� 8QLRQV� HQWHU�PHUJHUV� LQWDFW�� DV� D�ZKROH�� ,I� WKH\� FDQQRW� DYRLG� JLYLQJ� XS
WKHLU� LQGHSHQGHQFH�� WKH\� GR� QRW� GLVVROYH� LQWR� PRUH� WKDQ� RQH� UHFHLYLQJ� XQLRQ�
HYHQ� LI� VHFWRUDO�FRQGLWLRQV�PD\�VXJJHVW� WKLV��1HLWKHU� WKH�*HUPDQ�QRU� WKH�'XWFK
DFFRXQW�LQFOXGHV�D�FDVH�RI�D�XQLRQ�VSOLWWLQJ�XS�WR�PHUJH�ZLWK�WZR�RU�PRUH�RWKHU
XQLRQV�DW�WKH�VDPH�WLPH��2QH�UHDVRQ�IRU�WKLV�VHHPV�WR�EH�WKDW�WKH�ODUJHU�D�XQLRQ�LV
DW�WKH�WLPH�RI�PHUJHU��WKH�JUHDWHU�LWV�EDUJDLQLQJ�SRZHU�LQ�UHODWLRQ�WR�WKH�UHFHLYLQJ
XQLRQ�� DQG� WKH� VWURQJHU� LWV� IXWXUH� SRVLWLRQ� LQVLGH� WKDW� XQLRQ�� 7\SLFDOO\��PHUJHU
DJUHHPHQWV� FRQFHGH�D� UHVLGXDO� DXWRQRP\� WR� WKH� HQWHULQJ�XQLRQ� LQVLGH� WKH�QHZ�
MRLQW�RUJDQL]DWLRQ��HQDEOLQJ�LW�WR�VRPH�H[WHQW�WR�VXUYLYH�LWV�RZQ�GHDWK����(PSLULFDO

                                                    

�� 2Q�WKH�FRQWULEXWLRQ�RI�DV\PPHWU\��LQ�WHUPV�RI�HLWKHU�VL]H�RU�RUJDQL]DWLRQDO�YLDELOLW\
RU�ERWK��VHH�%XFKDQDQ���������&KDLVVRQ��������DQG�(VWH\��������

�� 7\SLFDOO\�� WKH�SRVW�PHUJHU�XQLRQ�FUHDWHV�D�VSHFLDO�§WUDGH�JURXS¨�RU�§WUDGH�JURXSV�¨
XVXDOO\� RQ� D� WHPSRUDU\� EDVLV�� WR� DFFRPPRGDWH� WKH� DEVRUEHG� XQLRQªV� PHPEHUVKLS
DQG� RIILFLDOV�� 7KLV� SKHQRPHQRQ� RI� WUDGH� JURXSV� EHLQJ� FUHDWHG� LQ� WKH� ZDNH� RI� D
PHUJHU� DQG� DEROLVKHG� RQO\� D� IHZ� \HDUV� ODWHU� KDV� DFFRPSDQLHG� DOO� PHUJHUV� LQ� WKH
1HWKHUODQGV�VLQFH�������$OOLHV�� WRR��ZLOO�EHJLQ�ZLWK����WUDGH�JURXSV�VR�DV�WR�DFFRP�
PRGDWH�WKH�GLYHUVLW\�RI�WKH�GRPDLQV�RI�LWV�IRXU�FRQVWLWXHQW�XQLRQV��$W�WKH�VDPH�WLPH�
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PHUJHU�SDWWHUQV�DQG�WKH�ZD\�PHUJHUV�DUH�FRQVXPPDWHG�WKXV�VXSSRUW�WKH�H[SOD�
QDWLRQ�RI�XQLRQ�UHVWUXFWXULQJ�DV�DQ�DGDSWLYH�SURFHVV� LQ�VHDUFK�RI�RUJDQL]DWLRQDO
YLDELOLW\�

�LLL� 2UJDQL]DWLRQDOO\�YLDEOH�XQLRQV�DUH�XQZLOOLQJ�WR�JLYH�XS�SDUWV�RI�WKHLU�GR�
PDLQ�� HYHQ� LI� WKLV�ZRXOG�QRW�GHWUDFW� IURP� WKHLU�YLDELOLW\�DQG�ZRXOG�PDNH� WKHP
PRUH�LQWHUQDOO\�KRPRJHQHRXV��7KLV�LV�RQH�UHDVRQ�ZK\�SURSRVDOV�WR�UHGHVLJQ�WKH
XQLRQ�V\VWHP� LQ� WKUHH� FOXVWHUV�¥� L�H���PDQXIDFWXULQJ��SULYDWH�DQG�SXEOLF� VHFWRU�¥
QHYHU� VSDUNHG� HQWKXVLDVP� IURP� WKH� OLNHV� RI� WKH�g79� RU�$EYD.DER��ZKRVH� GR�
PDLQV�VWUDGGOH�VXFK�ERXQGDULHV��DQG�ZLOO�LQFUHDVLQJO\�GR�VR�LQ�WKH�ZDNH�RI�SULYD�
WL]DWLRQ�� $V� WKH� 'XWFK� IHGHUDWLRQV� GLVFRYHUHG�� XQLRQV� DUH� DEOH� WR� SUHYDLO� RYHU
HYHQ�WKH�PRVW�SRZHUIXO�SHDN�DVVRFLDWLRQV�WU\LQJ�WR�UHGUDZ�WKHLU�ERXQGDULHV�LQ�D
TXHVW�IRU�D�PRUH�§UDWLRQDO¨�SDWWHUQ�RI�RUJDQL]DWLRQ��,Q�WKH�*HUPDQ�FDVH��WKH�GHVLUH
DQG�FDSDFLW\�RI�H[LVWLQJ�XQLRQV�WR�SURWHFW�WKHLU�RUJDQL]DWLRQDO�LQWHJULW\�SUHYHQWV�WKH
IRUPDWLRQ�RI�DQ�§LQGXVWULDO�XQLRQ¨� IRU� WKH�SULYDWH�VHUYLFH�VHFWRU�RU� WKH� ILQDQFLDO
VHFWRU��ZKLFK�ZRXOG�LQHYLWDEO\�UHTXLUH�D�QXPEHU�RI�XQLRQV��PRVW�OLNHO\�WKH�g79
�RU��LQ�WKH�'XWFK�FDVH��WKH�$EYD.DER���WR�EH�FDUYHG�XS�

�LY� 8QLRQ� PHUJHUV� UHVXOW� IURP� GHFLVLRQV� PDGH� E\� LQGLYLGXDO� XQLRQV� LQ� UH�
VSRQVH� WR� WKHLU� VSHFLILF�RUJDQL]DWLRQDO� FRQVWUDLQWV�DQG�RSSRUWXQLWLHV��7R� WKLV�H[�
WHQW�� WKH\�DUH� VLQJXODU� DQG�XQFRRUGLQDWHG� HYHQWV��$�SURSRVDO�PDGH� LQ� �����E\� WKH
§ILYH� OLWWOH� WLJHUV¨� WR� WUDQVIRUP� WKH�'*%� IURP�D� IHGHUDWLRQ� LQWR�D�XQLWDU\��GLUHFW
PHPEHUVKLS� RUJDQL]DWLRQ�ZLWK� LQWHUQDO� LQGXVWULDO� VXEVHFWLRQV�� RQ� WKH�PRGHO� RI
WKH� $XVWULDQ� g*%�� ZDV� WKHUHIRUH� ERXQG� WR� IDLO�� :KLOH� WKH� UHRUJDQL]DWLRQ� SODQ
ZRXOG�KDYH�EHHQ�ZHOO�VXLWHG�WR�DFFRPPRGDWLQJ�WKH�LQFUHDVLQJO\�§GHVHFWRUDOL]HG¨
VWUXFWXUH�RI� HQWHUSULVHV� DQG� WKH� HFRQRP\�� LW�ZRXOG� LQ� HIIHFW�KDYH� UHTXLUHG�D� VL�
PXOWDQHRXV�PHUJHU�RI�DOO�DIILOLDWH�XQLRQV��RUJDQL]DWLRQDOO\�YLDEOH�RU�QRW��LQWR�WKH
'*%��1RWH�WKDW�H[DFWO\�WKH�VDPH�SURSRVDO�KDG�IDLOHG�LQ�WKH�1HWKHUODQGV�LQ������
DQG� WKDW� VLPLODU� DWWHPSWV� WR� HQJLQHHU� D� UHRUJDQL]DWLRQ�ZLWKLQ� WKH�)19� FDPH� WR
QDXJKW�LQ�WKH�����V��VHH�7DEOH����

�Y� 7KH�GHPDQG�IRU�PHUJHUV�RQ�WKH�SDUW�RI�UHFHLYLQJ�XQLRQV��ZKLFK�DUH�W\SL�
FDOO\� ODUJH�� VHHPV� WR�EH� OLPLWHG�E\� FRQVLGHUDWLRQV�RI� FRVW� DQG� LQWHUQDO� LQWHJUDWLRQ�
$EVRUELQJ�RWKHU�XQLRQV�RU�DPDOJDPDWLQJ�ZLWK� WKHP�SODFHV�D� VWUDLQ�RQ� ILQDQFHV
DQG�RUJDQL]DWLRQDO� VWUXFWXUHV��:KLOH� VRPH�PHUJHUV�SD\� IRU� WKHPVHOYHV�� LQWHUQDO
RUJDQL]DWLRQDO�DUUDQJHPHQWV�DOPRVW�DOZD\V�KDYH�WR�EH�DGMXVWHG�WR�DFFRPPRGDWH
LQFUHDVHG�GLYHUVLW\����/DUJH�XQLRQV�PD\�WKHUHIRUH�EH�KHVLWDQW�WR�WDNH�LQ�PRUH�WKDQ

�������������������������������������������������������������������������������������������������������������������������������������������������
WKH� SROLWLFDO� SURFHVV� LQ� WKH� QHZ� XQLRQ�ZLOO� EH� RUJDQL]HG� RQ� WKH� EDVLV� RI� WHUULWRULDO
XQLWV��,W�JRHV�EH\RQG�WKH�VFRSH�RI�WKLV�SDSHU�WR�VKRZ�WKDW�D�GXDO�DUWLFXODWLRQ�¥�IXQF�
WLRQDOO\�LQ�WUDGH�JURXSV�DQG�WHUULWRULDOO\�LQ�UHJLRQDO�DQG�ORFDO�XQLWV�¥�LV�XQVWDEOH�

�� ,Q� VRPH� FDVHV�� DV�ZLWK�$EYD.DER� LQ� WKH�1HWKHUODQGV�� D� ODUJH�XQLRQ�PD\� UHIXVH� WR
PHUJH�ZLWK� D� VPDOOHU� RQH� LI� LW� IHHOV� WKDW� WKLV�ZRXOG� FRPSURPLVH� LWV� RUJDQL]DWLRQDO
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D�OLPLWHG�QXPEHU�RI�VPDOOHU�XQLRQV�DW�WKH�VDPH�WLPH��,Q�*HUPDQ\��,*�0HWDOO�PD\
EH�EXV\�IRU�WKH�QH[W�IHZ�\HDUV�FRSLQJ�ZLWK�WKH�FRQVHTXHQFHV�RI�LWV�DEVRUSWLRQ�RI
WKH�*7%�DQG�WKH�*+.��DQG�PD\�QR� ORQJHU�EH� LQ� WKH�PDUNHW� IRU�PHUJHUV�GXULQJ
WKLV�WLPH�

�YL� &RQVWUDLQWV� RQ� WKH� DEVRUSWLRQ� FDSDFLW\� RI� UHFHLYLQJ� XQLRQV�PD\� DOVR� H[�
SODLQ�ZK\�PHUJHUV�VHHP�WR�SURFHHG�LQ�ZDYHV��DV�WKH\�FOHDUO\�GLG�ERWK�LQ�WKH�1HWK�
HUODQGV� DQG� LQ� %ULWDLQ� DQG� 6ZHGHQ� �9LVVHU� DQG�:DGGLQJWRQ� ������� 3RSXODWLRQ
HFRORJ\�WKHRU\�VWUHVVHV�WKH�UHODWLRQVKLS�ZLWK�WKH�EXVLQHVV�F\FOH��'XULQJ�SKDVHV�RI
PHPEHUVKLS�GHFOLQH��XQLRQV�DUH�KDUG�SUHVVHG�IRU�UHVRXUFHV��ZKLOH�WKH�GHPDQG�IRU
XQLRQ� VHUYLFHV� LV�SUREDEO\� ODUJH��2QH�ZD\� WR� DOOHYLDWH�SUHVVXUH� LV� WR� MRLQ� IRUFHV
ZLWK�RWKHU�XQLRQV��XVXDOO\�LQ�VLPLODU�RU�DGMDFHQW�LQGXVWULHV�RU�RFFXSDWLRQV��7KHUH
DSSHDUV�WR�H[LVW�D�PLOG�FRUUHODWLRQ�EHWZHHQ�UHFHVVLRQV�DQG�XQLRQ�PHUJHUV� LQ�WKH
FDVH�RI�WKH�8QLWHG�6WDWHV��)UHHPDQ�DQG�%ULWWDLQ��������*UHDW�%ULWDLQ��6ZHGHQ�DQG
WKH�1HWKHUODQGV� �9LVVHU� DQG�:DGGLQJWRQ� ������� 6LQFH�PHUJHUV� DUH� W\SLFDOO\� WKH
SURGXFW�RI� ORQJ�QHJRWLDWLRQ�SURFHVVHV�� WKHUH�PD\�EH�VLJQLILFDQW�WLPH�GHOD\V��7KH
FXUUHQW�PHUJHU�ZDYH� LQ� WKH�1HWKHUODQGV�PD\� WKHUHIRUH� EH� XQGHUVWRRG� DV� D� UH�
VSRQVH� WR� WKH�PHPEHUVKLS� FULVLV� RI� WKH� ����V�� VLPLODUO\�� WKHUH� DUH� �¥�� \HDUV� EH�
WZHHQ�WKH�VKRFN�RI�*HUPDQ�XQLILFDWLRQ�DQG�WKH�SUHVHQW�PHUJHU�ZDYH�

�YLL� 7KH�ZDYH�OLNH� FKDUDFWHU� RI� XQLRQ�PHUJHUV�PD\� DOVR� EH� H[SODLQHG�� QRW� LQ
WHUPV�RI� HFRORJ\��EXW�DV� IROORZLQJ�DQ�DGDSWLYH� ORJLF��$IWHU� DQ� LQLWLDO�QXPEHU�RI
PHUJHUV��WKH�QHZ��H[SDQGHG�XQLRQV�WKDW�UHVXOW�PD\�ILUVW�KDYH�WR�VRUW�RXW�WKH�HQ�
VXLQJ�SUREOHPV�RI� LQWHUQDO� UHVWUXFWXULQJ�EHIRUH� WKH\�FDQ�HQYLVDJH� IXUWKHU�PHUJ�
HUV��UHJDUGOHVV�RI�ZKHWKHU�RU�QRW�WKH�§PDUNHW¨�IRU�PHUJHUV�KDV�EHHQ�FOHDUHG��6PDOO
XQLRQV�VHHNLQJ�RUJDQL]DWLRQDO�YLDELOLW\�LQ�PHUJHUV�ZLWK�ODUJHU�RQHV�PD\�WKXV�ILQG
WKHPVHOYHV� FRPSHWLQJ� IRU� D� OLPLWHG� QXPEHU� RI�PHUJHU� RSSRUWXQLWLHV�� 7KLV�PD\
UHVXOW�LQ�SDQLF�DPRQJ�VPDOO�XQLRQV�DIUDLG�RI�EHLQJ�OHIW�EHKLQG�DV�D�PHUJHU�ZDYH
SURFHHGV��ZKLFK�LQ�WXUQ�QR�GRXEW�UHLQIRUFHV�WKH�EDUJDLQLQJ�SRVLWLRQ�RI�WKHLU�ODUJHU
FRXQWHUSDUWV�

�YLLL� 0XOWLODWHUDO�FRRUGLQDWLRQ�DQG�FRRSHUDWLRQ�DPRQJ�VPDOO�XQLRQV�LV�UDUH��DQG
LQ� SDUWLFXODU� GRHV� QRW� VHHP� WR� RIIHU� DQ� DOWHUQDWLYH� WR� RQH�E\�RQH�PHUJHUV�ZLWK
ODUJHU� XQLRQV�� /DUJH� XQLRQV� VHHP� WR� SUHIHU�PHUJLQJ�ZLWK� RQH� VPDOO� XQLRQ� DW� D
WLPH� UDWKHU� WKDQ� ZLWK� FRDOLWLRQV� RI� VPDOO� XQLRQV�� SUREDEO\� VLQFH� WKLV� LQFUHDVHV
WKHLU�EDUJDLQLQJ�SRZHU����6PDOO�XQLRQV� IRU� WKHLU�SDUW�VHHP�WR�EH�XQDEOH� WR� IRUP
�������������������������������������������������������������������������������������������������������������������������������������������������

SULQFLSOHV��,Q�*HUPDQ\��WKLV�SUHYHQWHG�D�UHWXUQ�RI�WKH�'$*�WR�WKH�'*%��ZKLFK�ZDV
DWWHPSWHG�VHYHUDO�WLPHV�LQ�WKH�SRVWZDU�SHULRG�

�� 7KLV�ZDV�RQH�RI�WKH�UHDVRQV�ZK\�WKH�IRXU�PHUJLQJ�XQLRQV�LQ�WKH�1HWKHUODQGV�UHMHFWHG
WKH�ELG�RI�WKH�%+%��FRQVWUXFWLRQ��WR�MRLQ�WKHP��7KH�'XWFK�FDVH�RIIHUV�D�UDUH�H[DPSOH
RI�PXOWLODWHUDO�PHUJHU�QHJRWLDWLRQV��ZLWK� WKH� ODUJHVW�XQLRQ�EHLQJ� URXJKO\� WKH� VDPH
VL]H�DV�WKH�WKUHH�RWKHUV�WRJHWKHU��,Q�RXU�RSLQLRQ��WKH�FXUUHQW�PHUJHU�QHJRWLDWLRQV�VXJ�
JHVW� WKDW� WKH� ,%�� DV� WKH�GRPLQDQW�XQLRQ�� LV� EHLQJ� FDUHIXO� WR� DYRLG� WKH� FUHDWLRQ� RI� D
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SUH�PHUJHU�FRDOLWLRQV��YHU\�OLNHO\�EHFDXVH�RI�LQWHQVH�FRPSHWLWLRQ�GXH�WR�WKH�VFDU�
FLW\�RI�PHUJHU�RSSRUWXQLWLHV��WKH�SRWHQWLDOO\�VHYHUH�FRQVHTXHQFHV�RI�EHLQJ�OHIW�EH�
KLQG��DQG�WKH�IDFW�WKDW�DQ\�XQLRQ�FDQ�LQ�SULQFLSOH�MRLQ�DQ\�RWKHU�XQLRQ�UHJDUGOHVV
RI�VHFWRU�

6LPLODU� IDFWRUV� VHHP� WR� VWDQG� LQ� WKH�ZD\� RI� FRRSHUDWLYH� VROXWLRQV�� ,Q� WKH� ����V
WKHUH�ZHUH�VHYHUDO�DWWHPSWV�E\�VPDOOHU�DIILOLDWHV�RI�ERWK�WKH�'*%�DQG�WKH�)19�WR
FRRSHUDWH�ZLWK�HDFK�RWKHU�¥E\�PHUJLQJ�WKHLU�UHVHDUFK�RU�SXEOLF�UHODWLRQV�GHSDUW�
PHQWV��IRU�H[DPSOH��RU�E\�VKDULQJ�ORFDO�RIILFHV�¥�LQ�RUGHU�WR�DYRLG�KDYLQJ�WR�VHHN�D
PHUJHU�ZLWK�D�ODUJHU�XQLRQ��)19�DIILOLDWHV�HYHQ�ZHQW�HYHQ�DV�IDU�DV�RUJDQL]LQJ�D
MRLQW� FRPSXWHU� FHQWHU� IRU�PHPEHUVKLS� UHJLVWUDWLRQ��ZKLFK� ODWHU�GLVLQWHJUDWHG��RU
FRPPRQ� UHFUXLWPHQW� GULYHV� �DW� 6FKLSKRO� DLUSRUW�� IRU� LQVWDQFH��� RU� D� MRLQW� OHJDO
VHUYLFHV� FHQWHU� LQ� WKH� $UQKHLP� GLVWULFW� QHDU� WKH� HDVWHUQ� ERUGHU�� %XW� XQOHVV� WKH
FRVWV�DUH�IXOO\�ERUQH�E\�RQH�GRPLQDQW�XQLRQ��DV�WKH\�ZHUH�E\�WKH�,%�DQG�QRZ�E\
WKH�$OOLHV� LQ� WKH�$UQKHLP�SURMHFW��XQGHUWDNLQJV�RI� WKLV� VRUW�QHYHU�JHW� IDU��SDUWO\
EHFDXVH�RI� WKH�KLJK�FRRUGLQDWLRQ�FRVWV�FDXVHG�E\�WKH�QHHG�DOZD\V�WR�UHDFK�XQD�
QLPLW\�EHWZHHQ�VHYHUDO�LQGHSHQGHQW�RUJDQL]DWLRQV��&RRSHUDWLRQ��DV�DQ�DOWHUQDWLYH
WR�PHUJHU�� SUHVHQWV� WKH� SDUWLFLSDWLQJ� XQLRQV�ZLWK� SULVRQHUVª� GLOHPPD�SUREOHPV
WKDW�UHIOHFW�WKH�SRWHQWLDOO\�KLJK�UHZDUGV�RI� LQGLYLGXDO�GHIHFWLRQ�ZKLOH�WKH�RWKHUV
FRQWLQXH� WR� FRRSHUDWH�� 7KLV� LQ� WXUQ� VHHPV� WR� PDNH� SDUWLFLSDQW� RUJDQL]DWLRQV
KHGJH�WKHLU� LQYHVWPHQW� LQ� WKH�FRRSHUDWLYH�UHODWLRQVKLS�� ,Q� IDFW��DV�ZH�KDYH�VHHQ�
FRRSHUDWLYH� DOOLDQFHV� EHWZHHQ� VPDOO� '*%� DQG� )19� XQLRQV� ZHUH� W\SLFDOO\� GLV�
UXSWHG� E\� RQH� RI� WKHLU� PHPEHUV� VXGGHQO\� DQQRXQFLQJ� D� SRVVLEOH� PHUJHU� GHDO
ZLWK�D�ODUJH�XQLRQ�QRW�LQYROYHG�LQ�WKH�FRRSHUDWLYH�HQWHUSULVH�

�L[� 6PDOO�XQLRQV� WU\� WR�DYRLG�PHUJHUV�DV� ORQJ�DV� WKH\� FDQ�� ,Q�ERWK� FRXQWULHV
WKHUH�DUH�H[DPSOHV�RI�XQLRQV� WKDW� VHHP� WR�EH�RUJDQL]DWLRQDOO\�YLDEOH� LQ� VSLWH�RI
WKHLU� FRPSDUDWLYHO\� VPDOO� VL]H��ZKLFK� DOORZV� WKHP� WR� VWD\� FRQVSLFXRXVO\� RXW� RI
WKH�PHUJHU�PDUNHW��7KH�PDLQ�GLVWLQJXLVKLQJ�FKDUDFWHULVWLF�RI�WKHVH�XQLRQV��ZKLFK
VHHP�WR�EH�H[HPSW�IURP�WKH�QHHG�WR�UHDFK�D�PLQLPXP�DEVROXWH�VL]H��LV�DQ�HFRORJL�
FDO� RQH�� 7KHVH� DUH� XQLRQV� WKDW� RUJDQL]H� D� KLJKO\� FRKHVLYH� RFFXSDWLRQDO� JURXS
UDWKHU�WKDQ�D�§VHFWRU�¨�,Q�DGGLWLRQ��WKH\�RU�WKHLU�PHPEHUV�W\SLFDOO\�HQMR\�VSHFLDO
LQVWLWXWLRQDO� SULYLOHJHV�� VXFK� DV� VWURQJ� RUJDQL]LQJ� ULJKWV� RU� RSSRUWXQLWLHV� DW� WKH
ZRUNSODFH�� RU�SDUWLFXODU� ULJKWV� RI� MRE� WHQXUH�� 7KHLU� FRVWV� RI� UHFUXLWPHQW�� VHUYLFH
SURYLVLRQ�DQG�UHSUHVHQWDWLRQ�DUH�WKHUHIRUH�ORZ��0RVW�OLNHO\��WKH�GRPDLQV�RI�VXFK
XQLRQV�DUH�LQ�RU�FORVH�WR�WKH�SXEOLF�VHFWRU��,Q�ERWK�FRXQWULHV��WKH�XQLRQV�RI�WHDFKHUV
DQG�SROLFHPHQ�VHHP�WR�IDOO� LQ� WKLV�FDWHJRU\�� ,Q�WKH�1HWKHUODQGV�WKHUH� LV� LQ�DGGL�
WLRQ�D�XQLRQ�RI�PLOLWDU\�RIILFHUV� WKDW�VHHPV� WR�EH� LQ� WKH�VDPH�VLWXDWLRQ��ZKLOH� LQ
*HUPDQ\�WKH�FDWHJRU\�PD\�DOVR�LQFOXGH�WKH�UDLOZD\�ZRUNHUV��ZKR�HYHQ�DIWHU�WKH

�������������������������������������������������������������������������������������������������������������������������������������������������
MRLQW�EORF�ZLWK�ZKLFK�LW�KDV�WR�QHJRWLDWH�DQG�WKDW�WKH�VPDOOHU�WKUHH�DUH�XQDEOH�RU�XQ�
ZLOOLQJ�WR�IRUP�D�FRDOLWLRQ�EHWZHHQ�WKHP�
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SULYDWL]DWLRQ� RI� WKH� %XQGHVEDKQ� FRQWLQXH� WR� EH� D� GH� IDFWR� FRPSDQ\�XQLRQ� LQ� D
ILUP�ZLWK�VWURQJ�FRGHWHUPLQDWLRQ�ULJKWV�

�[� 7KH�XQHYHQ�VL]H�GLVWULEXWLRQ�DPRQJ�XQLRQV�DIWHU�VHYHUDO�PDMRU�ZDYHV�PD\
DOVR�EH�H[SODLQHG�DV�D� UHVXOW�RI� UHVRXUFH�SDUWLWLRQLQJ�EHWZHHQ� ODUJH�§JHQHUDOLVW¨
XQLRQV��ZKR�VSUHDG�WKHLU�DFWLYLWLHV�RYHU�PDQ\�VHFWRUV�DQG�DUHDV�DQG�WU\�WR�EHQHILW
IURP�§VFDOH� HFRQRPLHV�¨�DQG� VPDOO� §VSHFLDOLVW¨�XQLRQV�RFFXS\LQJ�D�QLFKH� LQ� WKH
PDUNHW� IRU�XQLRQV� VHUYLFHV����7KH� UHVRXUFH�SDUWLWLRQLQJ�K\SRWKHVLV� �&DUROO� �����
SUHGLFWV�WKDW�ZKHQ�FRQFHQWUDWLRQ�LQ�WKH�JHQHUDOLVW�PDVV�PDUNHW�LV�KLJK��WKH�PRU�
WDOLW\�UDWH�RI�JHQHUDOLVWV��ZKR�FRPSHWH�RQ�WKH�EDVLV�RI�VFDOH�HFRQRPLHV��LQFUHDVHV�
7KH� VPDOOHU� DPRQJ� WKH� JHQHUDOLVWV�ZLOO� IDLO�� DOOHYLDWLQJ� VRPH�RI� WKH� FRPSHWLWLYH
SUHVVXUH�RQ�WKH�VPDOOHU�VSHFLDOLVW�RUJDQL]DWLRQV��7KH�PRUWDOLW\�UDWH�RI�YHU\�VPDOO
RUJDQL]DWLRQV�VKRXOG�WKHUHIRUH�GHFUHDVH�DV�FRQFHQWUDWLRQ�OHYHOV�LQFUHDVH��%UXJJH�
PDQ�DQG�9HUPHXOHQ� �������$� WHVW� RI� WKLV�K\SRWKHVLV�ZLWK� VL]H�UHODWHG�PRUWDOLW\
UDWHV�RI� DOO�'XWFK�XQLRQV� LQ� WKH�SHULRG�����¥�����\LHOGV�SRVLWLYH� UHVXOWV� �9LVVHU
������

,Q�WKH�QH[W�VHFWLRQ�ZH�ZLOO�WU\�WR�DQDO\]H�LQ�PRUH�GHWDLO�WKH�SUHVVXUHV�WKDW�DUH�EH�
KLQG�WKH�FXUUHQW�VHDUFK�RI�'XWFK�DQG�*HUPDQ�XQLRQV�IRU�RUJDQL]DWLRQDO�YLDELOLW\�
,Q�VKRUW��ZH�ZLOO�DUJXH�WKDW�WKH�QHHG�RI�XQLRQV�WR�DWWDLQ�D�PLQLPXP�DEVROXWH�VL]H
LV� FDXVHG� E\� D� FRVW� VTXHH]H� XQLYHUVDOO\� H[SHULHQFHG� E\� XQLRQV� RI� WKH� VRUW� WKDW
GRPLQDWHV� LQ� WKH� 1HWKHUODQGV� DQG� *HUPDQ\��:H�ZLOO� DOVR� VSHFXODWH� DERXW� WKH
PLQLPXP� VL]H� RI� DQ� RUJDQL]DWLRQDOO\� YLDEOH� XQLRQ�� ZKLFK� ZH� FODLP� GLIIHUV� E\
FRXQWU\�� )LQDOO\��ZH�ZLOO� RXWOLQH� KRZ�ZH� H[SHFW� XQLRQ� RUJDQL]DWLRQ� LQ� WKH� WZR
FRXQWULHV�WR�GHYHORS�LQ�WKH�IXWXUH��HVSHFLDOO\�ZLWK�UHVSHFW�WR�WKH�PDQDJHPHQW�RI
LQWHUQDO�GLYHUVLW\� LQ�SRVWPHUJHU� FRQJORPHUDWH�XQLRQV�� WKH�SDWWHUQ� RI� LQWHUXQLRQ
FRPSHWLWLRQ��DQG�WKH�UROH�RI�IHGHUDWLRQV�LQ�UHODWLRQ�WR�WKHLU�DIILOLDWHV�

%HIRUH�ZH�SURFHHG��ZH�ZLVK�WR�FODULI\�KRZ�RXU�DSSURDFK�GLIIHUV�IURP�DQ�HFRORJL�
FDO�DSSURDFK�HPSKDVL]LQJ�HQYLURQPHQWDO�VHOHFWLRQ��+DQQDQ�DQG�)UHHPDQ�������
:H�DJUHH�WKDW�RUJDQL]DWLRQV�DUH�JURXSHG�LQWR�FRPPXQLWLHV�RI�RUJDQL]DWLRQV�WKDW
VKDUH�D�FRPPRQ�UHVRXUFH�EDVH��:H�EHOLHYH��KRZHYHU��WKDW�DQDO\VLV�PXVW�RSHUDWH
DW� WZR� OHYHOV�¥� WKDW�RI� LQGLYLGXDO�XQLRQV�ZKLFK�PXVW�PDNH�FKRLFHV�EHWZHHQ�GH�
IHQGLQJ�RU�JLYLQJ�XS�WKHLU�LQGHSHQGHQW�H[LVWHQFH��DQG�WKDW�RI�D�XQLRQ�SRSXODWLRQ�
FRPPXQLW\�RU�V\VWHP�ZLWK�VSHFLILF�VWUXFWXUDO�FKDUDFWHULVWLFV�WKDW�GHILQH�WKH�PDU�
NHW� IRU�PHUJHUV�DQG�KHQFH� WKH�RSSRUWXQLW\�VWUXFWXUH� IRU� LQGLYLGXDO�XQLRQV��(FR�

                                                    

�� 6HH� +DUW� DQG� 3KHOSV� %URZQ� ������� IRU� DQ� HDUO\� DQDO\VLV� RI� WKH� FDXVHV� RI� WKH� ORJ�
QRUPDO� GLVWULEXWLRQ� RI� XQLRQ� VL]H� LQ�*UHDW� %ULWDLQ��ZLWK� WKH� ODUJH�PDMRULW\� RI� YHU\
VPDOO� XQLRQV� DFFRXQWLQJ� IRU� D�PLQXWH� VKDUH�� DQG� IHZ� ODUJH� XQLRQV� UHSUHVHQWLQJ� ��
SHUFHQW�RU�PRUH�RI�WKH�WRWDO�PHPEHUVKLS�
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ORJLFDO�WKHRU\�FRQFHQWUDWHV�RQ�SRSXODWLRQV�RQO\�DQG�RQ�WKH�KLVWRULFDO�GLVWULEXWLRQ
RI� RUJDQL]DWLRQDO� IRUPV�� VXFK� DV� RFFXSDWLRQDO� YHUVXV� LQGXVWULDO� XQLRQV�� ZLWKLQ
SRSXODWLRQV�

%HFDXVH� WKH\� DVVXPH� WKDW� RUJDQL]DWLRQV� WHQG� WRZDUG� VWUXFWXUDO� LQHUWLD�� HFRORJ\
WKHRULVWV�DUJXH�WKDW�LW�LV�ODUJHO\�IRXQGLQJV�DQG�GLVVROXWLRQV��DQG�QRW�WUDQVIRUPD�
WLRQV�� WKDW� DFFRXQW� IRU� SRSXODWLRQ� OHYHO� FKDQJHV����:KHQ�GHDOLQJ�ZLWK�PHUJHUV�
DFTXLVLWLRQV�RU�GLYHVWLWXUHV��WKH�HFRORJLFDO�DSSURDFK�EHFRPHV�SUREOHPDWLF��:LQWHU
�������,Q�RXU�WZR�§FRPPXQLWLHV¨�RI�XQLRQV�WKHUH�KDYH�EHHQ�QR�§ELUWKV¨�RWKHU�WKDQ
WKURXJK�PHUJHUV�RU�¥�LQ�WKH�FDVH�RI�D�KDQGIXO�RI�DIILOLDWHV�VHW�XS�E\�WKH�)19�RU�LWV
SUHGHFHVVRUV�¥�WKURXJK�IHGHUDWLRQ�VSRQVRUVKLS��7KHUH�KDYH�EHHQ�QR�§GHDWKV¨�HL�
WKHU��H[FHSW�WKURXJK�QHJRWLDWHG�DPDOJDPDWLRQ�ZLWK�RWKHU�XQLRQV���

' $Q�(FRQRPLF�7KHRU\�RI�8QLRQ�5HRUJDQL]DWLRQ

'HFOLQLQJ�(FRQRPLHV�RI�6FDOH

7KH� SULQFLSDO� FDXVH� RI� RUJDQL]DWLRQDO� UHVWUXFWXULQJ� LQ�PDWXUH� XQLRQV� LV�� LQ� RXU
RSLQLRQ��GHPRJUDSKLF��([SDQVLRQ�RI�PHPEHUVKLS�LV�QR�ORQJHU�SRVVLEOH�LQ�WKH�WUD�
GLWLRQDO� FRUH� VHFWRUV� RI� XQLRQL]DWLRQ��ZKHUH� WKH� LQGXVWULDO� EDVH� LV� VKULQNLQJ�� ,Q
IDFW��DV�WKH�XQLRQL]HG�JHQHUDWLRQ�RI�ZRUNHUV�LQ�WKHVH�VHFWRUV�UHWLUHV��XQLRQ�PHP�
EHUVKLS�WHQGV�WR�GHFOLQH��$V�\RXQJHU�ELUWK�FRKRUWV�DUH�VPDOOHU�DQG�HQWHU�WKH�ODERU
IRUFH�DW�D�ODWHU�DJH��DQG�XQLRQ�GHQVLW\�DPRQJ�\RXQJ�SHRSOH�KDV�VKDUSO\�GHFOLQHG
LQ�WKH�SDVW�GHFDGH�RU�WZR��WKH�DYHUDJH�DJH�RI�XQLRQ�PHPEHUV�KDV�VKLIWHG�XSZDUG
DQG�D�KLJK�SURSRUWLRQ�RI�XQLRQ�PHPEHUV�ZLOO� UHWLUH� LQ� WKH�QH[W� WHQ�\HDUV� �.ODQ�
GHUPDQV�DQG�9LVVHU��������7\SLFDOO\��ORVVHV�LQ�WKH�FRUH�VHFWRUV�IDLO�WR�EH�EDODQFHG
E\�PHPEHUVKLS�LQFUHDVHV�LQ�WKH�JURZLQJ�QHZ��PRVWO\�WHUWLDU\��VHFWRUV��KHUH��GHQ�
VLW\� UDWHV� DUH� ORZ�� DQG� HPSOR\PHQW� JURZWK� LV� GLIILFXOW� WR� WUDQVODWH� LQWR� XQLRQ

                                                    

�� §3RSXODWLRQ� HFRORJ\� WKHRU\� KROGV� WKDW� PRVW� RI� WKH� YDULDELOLW\� LQ� RUJDQL]DWLRQDO
VWUXFWXUH�FRPHV�DERXW�WKURXJK�WKH�FUHDWLRQ�RI�QHZ�RUJDQL]DWLRQV�DQG�RUJDQL]DWLRQDO
IRUPV�DQG�WKH�UHSODFHPHQW�RI�ROG�RQHV¨��+DQQDQ�DQG�)UHHPDQ������������

�� $QRWKHU�SRLQW�RQ�ZKLFK�ZH�GHYLDWH�FRQFHUQV� WKH�FRQFHSWLRQ�RI� WKH�UHODWLRQVKLS�EH�
WZHHQ�RUJDQL]DWLRQ�DQG�HQYLURQPHQW��0RGHUQ�XQLRQV�FOHDUO\�§QHJRWLDWH¨�WKHLU�HQYL�
URQPHQWV�WR�D�FRQVLGHUDEOH�GHJUHH��ZLWK�HPSOR\HUV��SXEOLF�DXWKRULWLHV��DQG�DERYH�DOO
ZLWK�RWKHU�XQLRQV��8QLRQV�KDYH�DOZD\V�WULHG�¥�DSSDUHQWO\�ZLWK�GHFUHDVLQJ�VXFFHVV�¥
WR�DOOHYLDWH�FRPSHWLWLYH�SUHVVXUH�WKURXJK�§GRPDLQ�FRQVHQVXV¨�LQ�WKH�IRUP�RI�GHPDU�
FDWLRQ� DJUHHPHQWV� DQG� WR� D� OHVVHU� H[WHQW� WKURXJK� GLIIHUHQWLDWLRQ� EHWZHHQ�PHPEHU�
VKLS�VHUYLFHV��7KRPSVRQ�������
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JURZWK��VHH�7DEOH�����0RUH�LPSRUWDQWO\�IURP�DQ�RUJDQL]DWLRQDO�SRLQW�RI�YLHZ��LQ�D
XQLRQ�VWUXFWXUH�ZKHUH�XQLRQV�DUH�RUJDQL]HG�E\�VHFWRU��PHPEHUVKLS�JDLQV�LQ�QHZ
VHFWRUV�GR�QRW�EHQHILW�XQLRQV�IDFLQJ�D�VKULQNLQJ�PHPEHUVKLS�EDVH�LQ�ROG�VHFWRUV�

8QLRQV�ZLWK�VWDJQDQW�RU�GHFOLQLQJ�PHPEHUVKLS�FDQ�QR�ORQJHU�UHO\�RQ�HFRQRPLHV
RI� VFDOH� WR� FRSH� ZLWK� FRVW� SUHVVXUHV� HQGHPLF� WR� DOO� VHUYLFH� RUJDQL]DWLRQV�� 7KDW
XQLRQV�DUH�VXEMHFW�WR�VFDOH�HFRQRPLHV��MXVW�OLNH�RWKHU�RUJDQL]DWLRQV��LV�UHIOHFWHG�LQ
WKH�IDFW�WKDW�WKH�UDWLR�RI�IXOO�WLPH�RIILFLDOV�WR�PHPEHUV�LV�FHWHULV�SDULEXV�ORZHU�LQ
ODUJH�XQLRQV�WKDQ�LQ�VPDOO�XQLRQV��6WUHHFN����������¥����IRU�*HUPDQ�XQLRQV��9LV�
VHU� ����� IRU� 'XWFK� XQLRQV��:LOOPDQ��0RUULV�� DQG� $VWRQ� ��������¥��� IRU� %ULWLVK
XQLRQV���6FDOH�HFRQRPLHV�PD\�H[LVW�ERWK�DW�D�FHQWUDO�DQG�D�ORFDO�OHYHO��7KH�KLJKHU
WKH�QXPEHU�RI�PHPEHUV�UHSUHVHQWHG�E\�D�FHQWUDO�XQLRQ�RIILFH��WKH�ORZHU�WKH�§XQLW
FRVWV¨� SHU� PHPEHU� RI� DFWLYLWLHV� SHUIRUPHG� RQ� EHKDOI� RI� WKH� PHPEHUVKLS� DV� D
ZKROH�� VXFK� DV� WKH� SURGXFWLRQ� RI� EXVLQHVV� VWDWLVWLFV� RU� SUHVV� UHOHDVHV� DQG� WKH
PDLQWHQDQFH�RI�WKH�PHPEHUVKLS�OLVWV��/RFDO�RIILFHV�WKDW�VHUYLFH�D�ODUJH�QXPEHU�RI
PHPEHUV�EHQHILW�IURP�WKH�VDPH�HIIHFW��0RUHRYHU��DV�WKH\�KDYH�D�ODUJHU�QXPEHU�RI
RIILFLDOV�� WKHVH� FDQ� VSHFLDOL]H� LQ� GLIIHUHQW� WDVNV� DQG� WKHUHE\� DFKLHYH� KLJKHU� HIIL�
FLHQF\��LQ�WXUQ�HQDEOLQJ�WKH�ORFDO�RIILFH�WR�IXQFWLRQ�ZLWK�D�ORZHU�UDWLR�RI�RIILFLDOV�WR
PHPEHUV��RU�WR�RIIHU�PRUH�RU�EHWWHU�VHUYLFHV�

:KHWKHU�RU�QRW�XQLRQV�PD\�DYDLO� WKHPVHOYHV�RI�HFRQRPLHV�RI�VFDOH�GHSHQGV�QRW
RQO\�RQ�WKHLU�VL]H��EXW�DOVR�RQ�WKH�GLVWULEXWLRQ�RI�WKHLU�PHPEHUVKLS�E\�ILUP��6L]H
DQG�KHWHURJHQHLW\�WHQG�WR�KDYH�D�FRQWUDVWLQJ�HIIHFW�RQ�OHYHOV�RI�RYHUKHDG�VWDII�LQ
VHUYLFH�RUJDQL]DWLRQV��%ODX�DQG�6FKRHQKHUU��������,I�PHPEHUV�DUH�HPSOR\HG�E\�D
VPDOO�QXPEHU�RI�ODUJH�ILUPV��ZLWK�PDQ\�XQLRQ�PHPEHUV�LQ�HDFK��VHUYLFLQJ�WKHP�LV
OHVV�FRVWO\�IRU�WKH�H[WHUQDO�XQLRQ�WKDQ�LI�PHPEHUV�DUH�GLVSHUVHG�RYHU�D�ODUJH�QXP�
EHU�RI�VPDOO�ILUPV��HDFK�RI�ZKLFK�KDV�RQO\�D�IHZ�PHPEHUV��&XUUHQW�WUHQGV�LQ�RXW�
VRXUFLQJ�DQG�GHFHQWUDOL]DWLRQ�RI�SURGXFWLRQ��DV�ZHOO�DV�WKH�VKLIW�IURP�LQGXVWU\�WR
VHUYLFHV��ZKHUH� WKH� DYHUDJH� VL]H� RI� HVWDEOLVKPHQWV� LV� VPDOOHU�� WKXV�GLPLQLVK� WKH
VFDOH�HFRQRPLHV�WKDW�XQLRQV�PD\�PDNH�XVH�RI�

'HFOLQLQJ� PHPEHUVKLS� DQG�RU� FKDQJHV� LQ� LWV� GLVWULEXWLRQ� RYHU� ZRUNSODFHV� LQ�
FUHDVH�RUJDQL]LQJ�FRVWV�SHU�PHPEHU��IRUFLQJ�XQLRQV�HLWKHU�WR�FXW�GRZQ�RQ�VHUYLFHV
DQG�UHSUHVHQWDWLRQ�RU�WR�UDLVH�WKH�VXEVFULSWLRQV�WKH\�FROOHFW�LQ�UHWXUQ�IRU�D�JLYHQ
OHYHO� RI� EHQHILWV�� 7KLV�SUREOHP� LV�PDGH� HYHQ�PRUH� FULWLFDO� E\� WKH� IDFW� WKDW� FRVW�
LQFUHDVLQJ� PHPEHUVKLS� ORVVHV� WHQG� WR� FRLQFLGH� ZLWK� RWKHU� GHYHORSPHQWV� WKDW
ZRXOG� PDNH� VHUYLFHV� DQG� UHSUHVHQWDWLRQ� PRUH� FRVWO\� HYHQ� LI� PHPEHUVKLS� ZDV
VWDEOH��$V�LI�WKLV�ZHUH�QRW�HQRXJK��XQLRQV�DUH�DOVR�FRQIURQWHG�ZLWK�ULVLQJ�H[SHFWD�
WLRQV�RQ�WKH�SDUW�RI�WKHLU�PHPEHUV��SDUWO\�FDXVHG�E\�ULVLQJ�VXEVFULSWLRQV��DJDLQVW�D
EDFNJURXQG� RI� VWDJQDWLQJ� UHDO� LQFRPH� RI� PDQ\� ZRUNHUV� LQ� UHFHQW� \HDUV�� DQG
SDUWO\�GXH� WR� FKDQJHV� LQ� HPSOR\PHQW� FRQGLWLRQV�ZKLFK� LQFUHDVH� LQVHFXULW\� DQG
UHTXLUH�PRUH� IUHTXHQW� DQG�PRUH� FRVWO\� DVVLVWDQFH� IURP� WKH� XQLRQ�� 7KH� REYLRXV
ZD\�RI�GHDOLQJ�ZLWK�WKLV�LV�PHPEHUVKLS�JURZWK��WKURXJK�UHFUXLWPHQW�RU�PHUJHUV�
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WKHUHE\�SURYLGLQJ�IRU�PRUH�HFRQRP\�RI�VFDOH��7KH�SUHVVXUH�WRZDUG�PHUJHUV�LV�RI
FRXUVH�HYHQ�PRUH�FRPSHOOLQJ�LI�QDWXUDO�PHPEHUVKLS�JURZWK�LV�IDOWHULQJ�RU�KDV�EH�
FRPH�YHU\�FRVWO\��7KLV�PD\�LQGHHG�EH�WKH�FDVH�HYHQ�IRU�PDQ\�WUDGLWLRQDO�XQLRQV�
ZKR�PD\� LQ� WKH�SDVW�KDYH� UHOLHG�RQ�RUJDQL]LQJ�ZRUNHUV� LQ� ODUJH� ILUPV�EXW�QRZ
IDFH� WKH� FKDOOHQJH� RI� QRW� RQO\� RUJDQL]LQJ� EXW� DOVR� VHUYLFLQJ� WKH� VFDWWHUHG� DQG
PRYLQJ�SRSXODWLRQ�HPSOR\HG�LQ�VPDOO�ILUPV�DQG�XQVWDEOH�HPSOR\PHQW�UHODWLRQV�

$Q�(QGHPLF�&RVW�6TXHH]H

&RVW�SUHVVXUHV�LQ�XQLRQV�DUH�YDULHG��$V�XQLRQV�DUH�ODERU�LQWHQVLYH�VHUYLFH�RUJDQL�
]DWLRQV�� WKHLU�FDSDFLW\� WR� LQFUHDVH�SURGXFWLYLW\� WKURXJK�WHFKQRORJLFDO� LQQRYDWLRQ
LV�OLPLWHG��$W�WKH�VDPH�WLPH��WKHLU�ODERU�FRVWV�WHQG�WR�ULVH�ZLWK�WKH�JHQHUDO�ZDJH
OHYHO� GHWHUPLQHG�� E\� DQG� ODUJH�� E\� WKH� SURGXFWLYLW\� LQFUHDVH� LQ�PDQXIDFWXULQJ�
7KLV�KROGV�WUXH�LQ�SDUWLFXODU�IRU�XQLRQV�EDVHG�LQ�WKH�PDQXIDFWXULQJ�VHFWRU��ZKLFK
W\SLFDOO\� OLQN� WKH� VDODULHV�RI� WKHLU�RIILFLDOV� WR� WKRVH�RI�ZRUNHUV� LQ� WKHLU� LQGXVWU\�
SDUWO\� WR� GHSROLWLFL]H� WKH� WKRUQ\� LVVXH� RI� XQLRQ� RIILFLDOVª� VDODULHV�� ,Q� SULQFLSOH�
WKHUHIRUH��XQLRQV�KDYH�WR�UDLVH�WKHLU�VXEVFULSWLRQV�FRQWLQXRXVO\�WR�EH�DEOH�WR�RIIHU
D�FRQVWDQW�OHYHO�RI�VHUYLFHV��ZKLFK�LV�LGHDOO\�GRQH�E\�VHWWLQJ�VXEVFULSWLRQ�UDWHV�DW�D
SHUFHQWDJH�RI�D�PHPEHUªV�LQFRPH�

$�FRVW�VTXHH]H�PXVW�DULVH��WKHUHIRUH��ZKHQHYHU�D�XQLRQ�LV�XQDEOH�WR�UDLVH�LWV�UHYH�
QXH�DW� WKH�UDWH�RI� LQFUHDVH�RI� LWV�RIILFLDOVª� VDODULHV��ZKLFK� WHQGV� WR�EH�DW� OHDVW� WKH
UDWH�RI�LQFUHDVH�RI�LWV�PHPEHUVª�SD\��,W�LV�DOPRVW�LQHYLWDEOH�WKDW�UHYHQXH�LQFUHDVHV
ZLOO�ODJ�EHKLQG�VDODU\�ULVHV�ZKHQ�WKH�QXPEHU�RI�PHPEHUV�GHFOLQHV��+RZHYHU��WKLV
LV�DOVR�SRVVLEOH�ZLWK�VWDJQDQW�RU�VORZO\�LQFUHDVLQJ�PHPEHUVKLS��)RU�H[DPSOH�� LQ
GLIILFXOW� HFRQRPLF� WLPHV� PHPEHUV� PD\� EHFRPH� XQHPSOR\HG�� HQWLWOLQJ� WKHP� WR
UHPDLQ�LQ�WKH�XQLRQ�ZKLOH�SD\LQJ�QR�RU�UHGXFHG�VXEVFULSWLRQV��,Q�ERWK�WKH�'*%
DQG�WKH�)19��WKH�SURSRUWLRQ�RI�XQHPSOR\HG��GLVDEOHG�DQG�UHWLUHG�PHPEHUV�GRX�
EOHG�EHWZHHQ�WKH�PLG�����V�DQG�WKH�PLG�����V��UHDFKLQJ�D�FXUUHQW�OHYHO�RI����SHU�
FHQW� �9LVVHU� ��������� $QRWKHU� HIIHFW� RI� JHQHUDO� HFRQRPLF� GLVWUHVV� PD\� EH� WKDW
PHPEHUV�GURS�RXW�RI�WKH�XQLRQ�LI�SXVKHG�WRR�KDUG�WR�DGMXVW�WKHLU�VXEVFULSWLRQV�
5HYHQXH�LQFUHDVHV�DOVR�W\SLFDOO\�ODJ�EHKLQG�ZDJH�LQFUHDVHV�LQ�VHFWRUV�ZKHUH�WKHUH
LV� LQWHUXQLRQ� FRPSHWLWLRQ� IRU� PHPEHUV� �VHH� :LOOPDQ�� 0RUULV�� DQG� $VWRQ� �����
������ VXFK� FRPSHWLWLRQ� LV� EHFRPLQJ� PRUH� IUHTXHQW� DV� QHZ� VHFWRUV� HPHUJH� DQG
XQLRQV�FRPH�XQGHU�SUHVVXUH�WR�H[SDQG�WKHLU�PHPEHUVKLS�EDVH�

                                                    

�� ,W�LV�FRQFHLYDEOH�WKDW�WKHVH�PHPEHUV�UHFHLYH�OHVV�VHUYLFHV�WR�RIIVHW�WKHLU�ORZHU�FRQWUL�
EXWLRQ��EXW�ZLWK�WKH�H[FHSWLRQ�RI�UHWLUHG�PHPEHUV�WKLV�DSSHDUV�QRW�WR�EH�WKH�FDVH�LQ
WKH�'XWFK�XQLRQV�
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,Q�IDFW��XQLRQ�SD\UROOV�DUH�OLNHO\�WR�LQFUHDVH�DW�D�KLJKHU�UDWH�WKDQ�WKH�ZDJHV�RI�XQ�
LRQ�PHPEHUV��7KH�QHHG�IRU�SURIHVVLRQDO�VWDII��HVSHFLDOO\�DW�WKH�KHDGTXDUWHUV��KDV
SODFHG�XQLRQV�DV�HPSOR\HUV� LQ�FRPSHWLWLRQ�ZLWK� ILUPV� LQ� WKH�SULYDWH�VHFWRU�� WKLV
KDV�PDGH�XSZDUG�DGMXVWPHQW�RI�XQLRQ�VDODULHV�LQHYLWDEOH��0RUHRYHU��D�FKDQJLQJ
SROLWLFDO� DQG� HFRQRPLF� HQYLURQPHQW� KDV� LPSRVHG� QHZ� WDVNV� RQ� XQLRQV�� DJDLQ
SULPDULO\�DW� WKH�QDWLRQDO� OHYHO�� W\SLFDOO\� UHTXLULQJ�DQ� H[SDQVLRQ�RI� VWDII�� LQ�SDU�
WLFXODU� LQ� UHVHDUFK�� SXEOLF� UHODWLRQV� DQG� HOHFWURQLF� GDWD� SURFHVVLQJ�� $V� D� FRQVH�
TXHQFH��VWDII�DW�WKH�KHDGTXDUWHUV�KDYH�WHQGHG�WR�LQFUHDVH�LQ�QXPEHU�LQ�DOO�PDMRU
XQLRQV�GXULQJ�WKH�SDVW�WZR�RU�WKUHH�GHFDGHV��$UPLQJHRQ�������6WUHHFN�������9LV�
VHU��������DQG�PRVW�RI�WKH�QHZFRPHUV�KDYH�KDG�WR�EH�SDLG�DERYH�DYHUDJH�VDODULHV�
)XUWKHUPRUH��DV�LV�JHQHUDOO\�WKH�FDVH�LQ�SROLWLFDO�RUJDQL]DWLRQV�LQ�WKH�ODWH�WZHQWL�
HWK�FHQWXU\��XQLRQV�KDYH�H[SHULHQFHG�SUHVVXUHV�WR�SURIHVVLRQDOL]H�IXQFWLRQV�WKDW
LQ�WKH�SDVW�ZHUH�SHUIRUPHG�E\�YROXQWDU\�RIILFLDOV�DW�WKH�ORFDO�OHYHO��VXFK�DV�GLVWUL�
EXWLRQ�RI� LQIRUPDWLRQ�PDWHULDO� DQG� FROOHFWLRQ�RI�GXHV��$OWKRXJK� WKH�RYHUDOO� LP�
SRUWDQFH�RI� YROXQWDU\� DFWLYLWLHV�PD\�QRW�KDYH� FRUUHVSRQGLQJO\�GHFOLQHG�� RUJDQ�
L]DWLRQDO�YROXQWDULVP�QRZ�VHHPV�WR�UHTXLUH�PRUH� IXOO�WLPH�VHUYLFLQJ� WKDQ� LQ� WKH
SDVW���

5LVLQJ�([SHFWDWLRQV

$�IXUWKHU� VRXUFH�RI� FRVW�SUHVVXUH� VHHPV�SDUWLFXODUO\� UHOHYDQW��1RW� OHDVW�EHFDXVH
WKH\� VHH� WKHLU� VXEVFULSWLRQV� FRQWLQXDOO\� ULVH�� PHPEHUV� DUH� OLNHO\� WR� H[SHFW� LP�
SURYHPHQWV� LQ� VHUYLFHV�� 6XUYH\V� DPRQJ� )19� PHPEHUV� KDYH� VKRZQ� D� UHODWLRQ
EHWZHHQ� OHYHOV� RI� VXEVFULSWLRQ� DQG� H[SHFWHG� RU� SHUFHLYHG� EHQHILWV�� XQLRQV� FDQ
RQO\� UDLVH� VXEVFULSWLRQ� OHYHOV� LI� WKH\� UDLVH� WKH� OHYHO�RI�EHQHILWV� DW� WKH� VDPH� WLPH
�YDQ�5LM��������0HPEHUV�ZLOO�EH�SDUWLFXODUO\�GHPDQGLQJ� LI� WKH\�DUH� IURP� LQGXV�
WULHV�� RFFXSDWLRQV� RU� DJH� JURXSV� WKDW� DUH� WUDGLWLRQDOO\� QRW� XQLRQL]HG��0HPEHUV

                                                    

�� $QRWKHU�UHDVRQ�IRU�GLVSURSRUWLRQDWHO\�ULVLQJ�SHUVRQQHO�H[SHQGLWXUHV�FDQ�EH�IRXQG�LQ
WKH� JHQHURXV� SHQVLRQ� VXSSOHPHQW� SODQV�� ,Q� WKH� H[SDQVLRQ�SHULRG� RI� WKH� ����V� DQG
����V��ERWK�*HUPDQ�DQG�'XWFK�XQLRQV�LQWURGXFHG�KLJK�SHQVLRQ�VXSSOHPHQWV�WR�LP�
SURYH�WKHLU�SRVLWLRQ�LQ�D�PRUH�FRPSHWLWLYH�PDUNHW�IRU�SURIHVVLRQDO�ODERU��$V�WKH�ODUJH
FRKRUW�RI�RIILFLDOV�WKDW�ZHUH�KLUHG�DW�WKH�WLPH�DSSURDFKHV�UHWLUHPHQW��WKH�EXUGHQ�RQ
XQLRQ�WUHDVXULHV�LV�LQFUHDVLQJ�LQ�D�SHULRG�RI�VWDJQDQW�RU�GHFOLQLQJ�PHPEHUVKLS��&XU�
UHQWO\��SHQVLRQ�REOLJDWLRQV�KDYH�ULVHQ�WR����SHUFHQW�RI�SD\UROO�DW�WKH�,%��D�OHYHO�ZKLFK
WKH�SUHVHQW�OHDGHUVKLS�FRQVLGHUV�XQVXVWDLQDEOH��$V�LQ�WKH�SXEOLF�SHQVLRQ�V\VWHP��WKH
VXSSOHPHQWDU\�SHQVLRQ�VFKHPHV�RI�VRPH�XQLRQV�UHPDLQHG�XQIXQGHG��7RGD\��VHYHUDO
VPDOOHU�XQLRQV�LQ�*HUPDQ\�ZRXOG�DOOHJHGO\�KDYH�WR�GHFODUH�EDQNUXSWF\�LI�WKH�GUDIW
(XURSHDQ� LQVROYHQF\�GLUHFWLYH�ZHUH�SDVVHG��ZKLFK�ZRXOG� IRUFH� WKHP�WR� LQFOXGH�DOO
XQIXQGHG�OLDELOLWLHV�LQ�WKHLU�EDODQFH�VKHHW�
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ZLWK�ZHDNHU�HPRWLRQDO�WLHV�WR�WKH�XQLRQ�DOVR�WHQG�WR�FRPSDUH�LWV�VHUYLFHV�WR�VLPL�
ODU�VHUYLFHV�RIIHUHG�E\�WKH�SULYDWH�VHFWRU�¥� LQ� OHJDO�SURWHFWLRQ�� IRU�H[DPSOH��$V�D
JHQHUDO�WUHQG�WKDW�H[WHQGV�HYHQ�LQWR�WKH�WUDGLWLRQDO�XQLRQ�FRQVWLWXHQF\��PHPEHUV
DUH� OLNHO\� WR� H[SHFW�PRUH� LQGLYLGXDOL]HG� DQG� SURIHVVLRQDOO\� FRPSHWHQW� VHUYLFHV
WKDQ�LQ�WKH�SDVW����$OO�RI�WKLV�ZLOO�LQHYLWDEO\�LQFUHDVH�FRVWV�

&RVW� SUHVVXUHV� IURP� ODJJLQJ� VXEVFULSWLRQV�� ULVLQJ� H[SHQGLWXUHV� RU� ERWK� FDQ� EH
PLWLJDWHG� RU� PDVNHG� E\� JURZLQJ�PHPEHUVKLS�� 7R� WKH� H[WHQW� WKDW� PHPEHUVKLS
JURZWK�OHDGV�WR�VFDOH�HFRQRPLHV��LW� LV�SRVVLEOH�IRU�XQLRQV�QRW�WR�LQVLVW�RQ�SHUIHFW
DGMXVWPHQW� RI� VXEVFULSWLRQV� WR� LQFUHDVHV� LQ�PHPEHUVª� LQFRPH�� ,Q� D� FRPSHWLWLYH
HQYLURQPHQW�� LW� LV� HYHQ� OLNHO\� WKDW� PHPEHUVKLS� H[SDQVLRQ� LV� ERXJKW� DW� WKH� H[�
SHQVH�RI�VXEVFULSWLRQ�OHYHOV��,Q�%ULWDLQ��WKLV�ZDV�WKH�FDVH�LQ�WKH�����V�DQG�����V�
%XW�HYHQ�LQ�WKH�PXFK�OHVV�FRPSHWLWLYH�XQLRQ�V\VWHPV�RI�*HUPDQ\�DQG�WKH�1HWKHU�
ODQGV��XQLRQV�ZHUH�RIWHQ�QRW�DEOH�WR�PDNH�VXEVFULSWLRQ�OHYHOV�IROORZ�ULVLQJ�HDUQ�
LQJV�OHYHOV��6XEVFULSWLRQV�KDYH�IDOOHQ�EHKLQG�LQ�UHODWLYH�WHUPV��HYHQ�WKRXJK�WKH\
DUH�DW�OHDVW�WZLFH�DV�KLJK�LQ�*HUPDQ�DQG�'XWFK�XQLRQV�DV�LQ�%ULWLVK�XQLRQV��9LVVHU
���������¥�������

6WDJQDWLRQ�RU�GHFOLQH� LQ�PHPEHUVKLS��KRZHYHU�� H[SRVHV�DOO� WKH� HFRQRPLF�ZHDN�
QHVVHV� W\SLFDO�RI�XQLRQV�DV�VHUYLFH�RUJDQL]DWLRQV��7KLV�KROGV� WUXH� LQ�SDUWLFXODU� LI
XQIDYRUDEOH�GHYHORSPHQWV� LQ�PHPEHUVKLS�RFFXU�DV�D�UHVXOW�RI�JHQHUDO�HFRQRPLF
GLVWUHVV��ZKHQ�XQLRQ�VHUYLFHV�DUH�SDUWLFXODUO\� LQ�GHPDQG��7KH� HFRQRPLFV�RI�XQLRQ
RUJDQL]LQJ�UHTXLUH�WKDW�PRVW�PHPEHUV��PRVW�RI�WKH�WLPH��GR�QRW�QHHG�WKH�XQLRQ�DQG�GR�QRW
FDOO� XSRQ� WKH� XQLRQªV� VHUYLFHV� H[FHSW� IRU� WKH� FROOHFWLYH� SURWHFWLRQ� LW� RIIHUV�� 7KH� VDPH
SUREOHP�RI�LQYHUVH�IOXFWXDWLRQ�RI�UHYHQXH�DQG�FOLHQW�QHHGV�LV�RI�FRXUVH�REVHUYHG
LQ�VRFLDO�VHFXULW\�V\VWHPV�

                                                    

�� )ROORZLQJ�D� VLPLODU�DUJXPHQW�DGYDQFHG�E\�9DQ�GH�9DOO� �������� UHFHQW� UHVHDUFK�KDV
VKRZQ�WKDW�LQ�WKH�1HWKHUODQGV�LQGLYLGXDO��EHQHILW��LQVXUDQFH�DQG�SURWHFWLRQ�UHODWHG�
PRWLYHV�IRU�MRLQLQJ�RU�OHDYLQJ�D�XQLRQ�KDYH�WDNHQ�SUHFHGHQFH�RYHU�FROOHFWLYH��EHWWHU�
PHQW��DQG�VRFLDO��SUHVVXUH��PRWLYHV�IRU�WKH�PDMRULW\�RI�QHZ�PHPEHUV��.ODQGHUPDQV
DQG�9LVVHU���������¥����

�� 7KH�DYHUDJH�VXEVFULSWLRQ�UDWH�RI�%ULWLVK�WUDGH�XQLRQV�UHDFKHG�DQ�DOO�WLPH�ORZ�LQ�WKH
����V�EXW��VXUSULVLQJO\��LPSURYHG�GXULQJ�WKH�7KDWFKHU�\HDUV��IURP�����WR�����SHUFHQW
RI�PRQWKO\�HDUQLQJV��:LOOPDQ��0RUULV��DQG�$VWRQ�����������
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0HUJHUV�DV�D�6ROXWLRQ

&XWWLQJ�FRVWV�LQ�UHVSRQVH�WR�GHFOLQLQJ�PHPEHUVKLS�RU�UHYHQXH�LV�H[WUHPHO\�GLIIL�
FXOW� IRU�XQLRQV�� HYHQ� LQ�QRUPDO� FLUFXPVWDQFHV��)RU� H[DPSOH��PHPEHUVKLS� ORVVHV
DUH�XQOLNHO\�WR�EH�HYHQO\�GLVWULEXWHG�RYHU�WKH�WHUULWRU\�D�XQLRQ�RUJDQL]HV��$V�VRPH
ORFDO�RIILFHV�ORVH�PRUH�PHPEHUV�WKDQ�RWKHUV��WKHLU�FRVWV�SHU�PHPEHU�ULVH�GLVSUR�
SRUWLRQDWHO\�� XS� WR� D� SRLQW� ZKHUH� HFRQRPLF� FRQVLGHUDWLRQV�ZRXOG� VXJJHVW� WKDW
WKH\� VKRXOG� EH� VKXW� GRZQ�� $� XQLRQ�� KRZHYHU�� FDQ� KDUGO\� UHIXVH� VROLGDULW\� WR
ZRUNHUV�RQ� WKH�JURXQGV� WKDW� WKHLU�DUHD�KDV�EHHQ�SDUWLFXODUO\�KDUG�KLW�E\� LQGXV�
WULDO�GHFOLQH��WKDW�WKHUH�DUH�IHZ�RI�WKHP�OHIW��RU�WKDW�WKHLU�SODFHV�RI�HPSOR\PHQW�DUH
GLVSHUVHG����0HUJLQJ� DGMDFHQW� ORFDO� RIILFHV� LV�PRUH� DFFHSWDEOH�� EXW�KDV� OLPLWV� DV
WKH�VSDWLDO�GLVWDQFH�EHWZHHQ�DQ�RIILFH�DQG�WKH�PHPEHUV�LW�VHUYHV�FDQQRW�EH�LQGHIL�
QLWHO\�LQFUHDVHG��,Q�RUGHU�WR�FRQWLQXH�ORFDO�VHUYLFHV�HYHQ�LQ�DUHDV�ZKHUH�WKH�RIIL�
FLDO�WR�PHPEHU� UDWLR� LV� KLJKO\� XQIDYRUDEOH�� XQLRQV� PD\� WUDQVIHU� RIILFLDOV� IURP
WKHLU�QDWLRQDO�KHDGTXDUWHUV�WR�WKH�ORFDO�RIILFHV��,Q�ODUJH�RUJDQL]DWLRQV�ZLWK�D�SUR�
QRXQFHG�GLYLVLRQ�RI�ODERU��KRZHYHU��VXFK�D�WUDQVLWLRQ�PD\�QRW�EH�DQ�HDV\�RQH�WR
PDNH��TXLWH�DSDUW� IURP�WKH�IDFW� WKDW�KHDGTXDUWHUV�RIILFLDOV�XVXDOO\�KDYH�ZD\V� WR
SUHYHQW�ZKDW�DW�OHDVW�VRPH�RI�WKHP�ZLOO�SHUFHLYH�DV�GHPRWLRQ�

5LVLQJ�FRVW�SUHVVXUHV��FDXVHG�E\�VWDJQDQW�RU�GHFOLQLQJ�UHYHQXH�DQG�ULVLQJ�H[SHF�
WDWLRQV�RQ� WKH�SDUW�RI� WKH�PHPEHUV��PDNH� LW� DWWUDFWLYH� IRU�XQLRQV� WR�PHUJH��7KH
HFRQRPLFV�RI�PHUJHUV�LQ�PDWXUH�XQLRQ�V\VWHPV�DUH�VWUDLJKWIRUZDUG��,I�SDUWLFLSDQW
XQLRQV�LQLWLDOO\�KDG�WRR�PDQ\�RIILFLDOV�LQ�UHODWLRQ�WR�WKHLU�PHPEHUVKLS��WKH�VWDII�RI
WKH�FRPELQHG�XQLRQ�ZLOO�EH�HYHQ�PRUH�RYHUVL]HG��8QOLNH� LWV� FRQVWLWXHQW�XQLRQV�
KRZHYHU��WKH�FRPELQHG�XQLRQ�FDQ�VHQG�ODUJH�QXPEHUV�RI�RIILFLDOV�LQWR�HDUO\�UHWLUHPHQW�E\
RIIHULQJ� WKHP�KLJK�VHYHUDQFH�SD\PHQWV�DQG�SHQVLRQ�VXSSOHPHQWV�ZLWKRXW�KDYLQJ� WR�FXW
GRZQ� RQ� VHUYLFHV���� -XVW� DV�PHUJLQJ� EDQNV� GR�ZLWK� WKHLU� ORFDO� EUDQFK� RIILFH� QHW�

                                                    

�� 7KLV�LV�IDU�IURP�XQWKLQNDEOH��KRZHYHU��$IWHU�REVHUYLQJ�WKDW�D�QXPEHU�RI�%ULWLVK�XQ�
LRQV�JDLQHG�ILQDQFLDOO\�GXULQJ�WKH�7KDWFKHU�\HDUV�IURP�PRUH�SURIHVVLRQDO�DVVHW�PDQ�
DJHPHQW�DQG�KLJKHU�UHWXUQV�RQ�HTXLW\��DQG�E\�GLVFRYHULQJ�WKDW�ZRUNHUV�ZLWK�KLJKHU
HDUQLQJV� FDQ� EH� DVNHG� WR� SD\� KLJKHU� VXEVFULSWLRQV�� :LOOPDQ�� 0RUULV�� DQG� $VWRQ
�������������� FRPPHQW� WKDW� §WKH� FRUROODU\� RI� WKLV� LV� WKDW� ILQDQFLDO� SHUIRUPDQFH�ZLOO
EHQHILW�IURP�WKH�GLUHFWLRQ�RI�RUJDQL]LQJ�DFWLYLW\�DZD\�IURP�ORZ�SDLG�JURXSV��ZKLFK
FDQQRW� DIIRUG� KLJKHU� VXEVFULSWLRQV�� RU� IURP� JURXSV�ZKRVH� VXEVFULSWLRQV� FDQQRW� EH
FRVW�HIIHFWLYHO\� FROOHFWHG�¨� ,Q� HYHU\GD\� SUDFWLFH�� D� §EXVLQHVV� XQLRQ¨� VKRXOG� VKXQ
ZRUNHUV�ZLWKRXW� EDQN� DFFRXQWV�� WKRVH�ZLWK� KRVWLOH� HPSOR\HUV�ZKR� UHVLVW� FKHFN�RII
�OHY\�RI�VXEVFULSWLRQV�DW�VRXUFH���ZRUNHUV�ZKRVH�HPSOR\PHQW�VWDWXV�LV�DPELJXRXV�RU
KLJKO\�IOH[LEOH��DQG�ZRUNHUV�IRU�ZKRP�LW�LV�KDUG�WR�ZLQ�EDUJDLQLQJ�ULJKWV�DQG�KHQFH
�FKHDSHU��FROOHFWLYH�UHSUHVHQWDWLRQ�

�� $SSDUHQWO\��RQH�UHDVRQ�ZK\�WKH�'*%�GHIHQGHG�WKH�JHQHURXV�HDUO\�UHWLUHPHQW�SURYL�
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ZRUNV�� XQLRQV� FDQ� DOVR� FRPELQH� LQHIILFLHQW� ORFDO� RIILFHV� ZLWKRXW� LQFUHDVLQJ� WKH
VSDWLDO�GLVWDQFH�EHWZHHQ�RIILFH�DQG�PHPEHUVKLS��E\�UHDOL]LQJ�HFRQRPLHV�RI�VFDOH
EHWZHHQ�GLIIHUHQW�XQLRQV�ZLWKLQ�WKH�VDPH�WHUULWRU\�UDWKHU�WKDQ�ZLWKLQ�WKH�VDPH�XQLRQ�EH�
WZHHQ� DGMDFHQW� WHUULWRULHV�� (DUO\� UHWLUHPHQW� FDQ� SULPDULO\� EH� XVHG� DW� WKH� FHQWUDO
OHYHO��ZKHUH� WKHUH� LV� URRP� IRU� FRQVLGHUDEOH�HIILFLHQF\�JDLQV� WKURXJK� UHRUJDQL]D�
WLRQ��LQ�SDUWLFXODU�VSHFLDOL]DWLRQ��,Q�SDUW��LW�FDQ�EH�IXQGHG�E\�VHOOLQJ�RII�ORFDO�DQG
FHQWUDO� RIILFH� EXLOGLQJV� WKDW� WKH� FRPELQHG� RUJDQL]DWLRQ� QR� ORQJHU� QHHGV�� $OVR
DYDLODEOH�IRU�WKLV�SXUSRVH�DUH�WKH�QHZ�XQLRQªV�FRPELQHG�FDVK�UHVHUYHV��ZKLFK�DUH
OHVV� YDOXDEOH� IRU� WKH� RUJDQL]DWLRQ� WKDQ� WKH� LQFUHDVHG� VXEVFULSWLRQ�SD\LQJ�PHP�
EHUVKLS�DQG�WKH�RUJDQL]DWLRQDO�VDYLQJV�LW�PDNHV�SRVVLEOH�

7KH�%XVLQHVV�(FRQRPLFV�RI�8QLRQ�0HUJHUV

$V�ZH�KDYH�VHHQ��*HUPDQ�DQG�'XWFK�XQLRQ�RIILFLDOV�LQ�WKHLU�SUHVHQW�§PHUJHU�IH�
YHU¨�SD\� OLWWOH� UHJDUG� WR� VHFWRU�RU�SROLWLFV��5DWKHU�� WKH�PDLQ� FULWHULRQ� IRU� WKH�RU�
JDQL]DWLRQDO�YLDELOLW\�RI�WKH�QHZ��FRPELQHG�XQLRQ�LV�LWV�FDSDFLW\�WR�SURYLGH�IRU�WKH
SHUVRQDO� HFRQRPLF� VHFXULW\�RI� WKH�RIILFLDOV� LQYROYHG��$OPRVW�HYHU\� VPDOOHU�'*%
XQLRQ�KDV�DW�VRPH�SRLQW�KHOG�LQIRUPDO�PHUJHU�WDONV�ZLWK�DOPRVW�HYHU\�RWKHU�XQ�
LRQ��RQH�RI� WKH�FHQWUDO� VXEMHFWV�DOZD\V�EHLQJ� WKH� FRQGLWLRQV�RI� HPSOR\PHQW�DQG
UHWLUHPHQW� IRU� LWV�RIILFLDOV��6LPLODUO\�� WKH�VPDOOHU�)19�XQLRQV�KDYH�EHHQ� ORRNLQJ
IRU�PHUJHU�SDUWQHUV�IRU�D�ORQJ�WLPH��DQG�VWURQJHU�DQG�ODUJHU�XQLRQV�KDYH�EHHQ�GH�
VFULEHG�DV�PDNLQJ�§WDNHRYHU�ELGV¨�IRU�ZHDNHU�DQG�VPDOOHU�RQHV��RIIHULQJ�WKHLU�RI�
ILFLDOV� LPPHGLDWH� LQFOXVLRQ� LQ� WKH� ULFKHU� XQLRQªV� VDODU\� VFKHPH�� JXDUDQWHHLQJ
WKHP� HPSOR\PHQW�� UHVHUYLQJ� WKHP� VHDWV� RQ� WKH� QDWLRQDO� H[HFXWLYH�� RU� JUDQWLQJ
WKHP� DGYDQWDJHRXV� VHYHUDQFH� SD\PHQWV� RU� HDUO\� UHWLUHPHQW� SODQV�� 2IILFLDOV� RI
ZHDNHU� XQLRQV� LQ� ERWK� FRXQWULHV� KDYH�� LQ� WXUQ�� FROORTXLDOO\� VSRNHQ� RI� WU\LQJ� WR
§VHOO¨� WKHLU�XQLRQ�WR� WKH�KLJKHVW�ELGGHU��QRW� MXVW� LQ� WHUPV�RI�EHQHILWV� IRU�RIILFLDOV
EXW�DOVR�RI�JXDUDQWHHV�RI�D�FRQWLQXHG�VHSDUDWH�H[LVWHQFH�IRU�WKHLU�XQLRQ�DV�D�VXE�
RUJDQL]DWLRQ�RI�WKH�FRPELQHG�XQLRQ�

,Q� %ULWDLQ� DQG� WKH� 8QLWHG� 6WDWHV�� WKH� GRPLQDQW� PRWLYH� RI� XQLRQ� PHUJHUV� ZDV
IRXQG� WR�EH� ILQDQFLDO� �%XFKDQDQ�������&DLVVRQ�������� DQG� WKH�GRPLQDQW�SDWWHUQ
ZDV�WKDW�RI�ODUJH�XQLRQV�EX\LQJ�VPDOO�RQHV�HLWKHU�IRU�WKHLU�DVVHWV�RU�WKHLU�GRPDLQV�
(YLGHQFH�IURP�WKH�VWXGLHV�E\�8QG\��(OOLV��0F&DUWKH\��DQG�+DOPRV���������:DG�
GLQJWRQ��������DQG�:LOOPDQ��0RUULV��DQG�$VWRQ���������DOO�RQ�%ULWDLQ��VKRZ�PRUH
PL[HG�UHVXOWV�DV� WR�PHUJHU�SDWWHUQV�DQG�PRWLYHV��EXW�DUH�XQHTXLYRFDO�DERXW� WKH
GRPLQDQFH� RI� VFDOH� HFRQRPLHV� IRU� WKH� DFTXLULQJ�XQLRQ�� DQG� RI� ILQDQFLDO� FRQVLG�
HUDWLRQV�IRU�ERWK�WKH�DFTXLULQJ�DQG�WKH�DFTXLUHG�XQLRQ��7KH�DXWKRUV�DOVR�QRWH�WKDW

�������������������������������������������������������������������������������������������������������������������������������������������������
VLRQV�RI�WKH�*HUPDQ�VRFLDO�VHFXULW\�V\VWHP�WR�WKH�KLOW�LQ������ZDV�WKDW�LW�QHHGHG�WKHP
IRU�LWV�RZQ�SXUSRVHV�
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QRW�DOO�PHUJHUV�DUH�D�VXFFHVV�DQG�WKDW�WKHUH�DUH�PDQ\�UHDVRQV�¥�LQFOXGLQJ�H[SHQ�
VLYH� UHWLUHPHQW� VFKHPHV�DQG�GXSOLFDWLRQ�RI�RIILFHV�¥�ZKLFK�PD\� WXUQ� WKH�SURP�
LVHG�ILQDQFLDO�JDLQV�LQWR�ORVVHV�

:LOOPDQ��0RUULV�� DQG�$VWRQ� ������� SRLQW� RXW� WKDW�� OLNH�PHUJHUV� EHWZHHQ� ILUPV�
XQLRQ�PHUJHUV�DUH�OHDGHUVKLS�LQLWLDWLYHV��WKH\�DUH�QHJRWLDWHG�E\�WRS�RIILFLDOV�ZLWK
D� VWDNH� LQ� WKH� RXWFRPH��+RZHYHU�� XQOLNH� FRUSRUDWH�PHUJHUV�� XQLRQ�PHUJHUV� DUH
VXEMHFW� WR�DSSURYDO�E\�WKH�PHPEHUVKLS��DV�UHSUHVHQWHG�E\�WKHLU�HOHFWHG�RIILFLDOV�
8QLRQ�PHUJHUV�GR�JHW�YRWHG�GRZQ��LQ�DGGLWLRQ�WR�D�ODFN�RI�FXOWXUDO�DQG�LGHRORJL�
FDO�DIILQLW\��RQH�UHDVRQ�PD\�EH�WKDW�WKH�DFTXLULQJ�XQLRQ�RIIHUV�WRR�OLWWOH�E\�ZD\�RI
FRQWLQXHG� VHUYLFHV� RU� LGHQWLW\�ZLWKLQ� WKH� QHZ�XQLRQ� �:LQGPXOOHU� �������8QHQ�
WKXVLDVWLF�VXSSRUW�E\�XQLRQ� OHDGHUV�GLVDSSRLQWHG�ZLWK� WKHLU�SRVLWLRQ� LQ� WKH�QHZ
RUJDQL]DWLRQ��RU�ZLWK�WKH�OHYHO�RI�FRPSHQVDWLRQ�RIIHUHG��ZLOO�QRW�KHOS�FRQYLQFH�D
UHOXFWDQW�PHPEHUVKLS��&RPELQHG�ZLWK�WKH�HIIHFW�RI�FRPSHWLWLRQ�LQ�WKH�PDUNHW�IRU
XQLRQ�PHUJHUV��WKLV�PD\�H[SODLQ�ZK\�XQLRQ�PHUJHUV�PD\�EH�H[SHQVLYH���

0DWFKLQJ�8QLRQV

$V�KDV�EHHQ�VHHQ��WKH�PRVW�OLNHO\�W\SH�RI�XQLRQ�PHUJHU�LV�D�VPDOO�XQLRQ�MRLQLQJ�D
ODUJH�RQH��$�PHUJHU�RI�WKLV�VRUW�UHVHPEOHV�D�WDNHRYHU��LW�LV�VRPHWLPHV�DOVR�FDOOHG�D
§WUDQVIHU�RI�PHPEHUVKLS�¨�$�ODUJH�XQLRQ�FDQ�DEVRUE�D�VPDOOHU�RQH�DQG�JDLQ�IURP
LW��UHJDUGOHVV�RI�WKH�IDFW�WKDW�LW�DOVR�KDV�WR�DEVRUE�WKH�RWKHU�XQLRQªV�RUJDQL]DWLRQDO
OLDELOLWLHV��LQ�SDUWLFXODU�LWV�H[FHVV�RI�RIILFLDOV��)RU�RQH�WKLQJ��WKH�JUHDWHU�WKH�VL]H�GLI�
IHUHQWLDO��WKH�ORZHU�WKH�HIIHFWLYH�FRVWV�RI�D�WDNHRYHU��0RUHRYHU��WR�WKH�H[WHQW�WKDW�LW
LV� SRVVLEOH� WR� OLTXLGDWH� VRPH�RI� WKH� DVVHWV� RI� WKH� DEVRUEHG�XQLRQ� WR�SD\� IRU� WKH
HDUO\� UHWLUHPHQW� RI� VWDII�� WKH�PHUJHU�PD\� ODUJHO\� SD\� IRU� LWVHOI�� OHDYLQJ� WKH� IXOO
EHQHILWV� RI� LQFUHDVHG�PHPEHUVKLS� DQG� LPSURYHG� HFRQRPLHV� RI� VFDOH� WR� WKH� DE�
VRUELQJ�XQLRQ��7KLV�LV�HVSHFLDOO\�WUXH�LI�WKH�VPDOOHU�XQLRQ�LV�DQ�ROG�XQLRQ�ZLWK�D
ORQJ�KLVWRU\�RI�PHPEHUVKLS�GHFOLQH��LQ�WKLV�FDVH��LW�LV�OLNHO\�WR�FRQWULEXWH�ODUJH�DV�
VHWV�WR�WKH�PHUJHU��OLNH�WKH�*HUPDQ�PLQHUV�XQLRQ��RU�OLNH�WKH�'XWFK�GLDPRQG��WR�
EDFFR�DQG�PLQLQJ�XQLRQV�LQ�WKH�FDVH�RI�WKH�'XWFK�PHWDOZRUNHUVª�XQLRQ�DQG��ODWHU�
WKH�,%��

,Q�UHFHQW�PHUJHUV�EHWZHHQ�%ULWLVK�XQLRQV��LW�ZDV�IRXQG�WKDW�DQ�LPSRUWDQW�PRWLYH
IRU�DQ�DFTXLULQJ�XQLRQ�ZDV�WR�PRYH�LWV�FHQWHU�RI�JUDYLW\�RXW�RI�GHFOLQLQJ�DQG�LQWR
H[SDQGLQJ�DUHDV��:LOOPDQ��0RUULV��DQG�$VWRQ������������,Q�WKH�%ULWLVK�FRQWH[W��WKLV

                                                    

�� :LOOPDQ��0RUULV��DQG�$VWRQ������������QRWH�WKDW�WKUHH�TXDUWHUV�RI�DOO�XQLRQ�PHUJHUV�LQ
%ULWDLQ�LQ������LQYROYHG�§FRPSHWLWLYH�ELGGLQJ�¨
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PHDQW� D� FURVVRYHU� IURP� GHFOLQLQJ� DQG� XQSURILWDEOH� PDQXDO� WR� H[SDQGLQJ� DQG
KLJK�LQFRPH�QRQPDQXDO�HPSOR\PHQW��,Q�'XWFK�XQLRQV�D�VLPLODU�ORJLF�FDQ�EH�GH�
WHFWHG��ZKHUH�WKH�FURVVRYHU�LV�IURP�LQGXVWULDO�WR�VHUYLFH�VHFWRUV��FRPELQLQJ�D�ULFK
DQG� ODUJH� LQGXVWULDO�VHFWRU� XQLRQ� WKDW� KDV� D� GHFOLQLQJ�PHPEHUVKLS� EDVH�ZLWK� D
SRRUO\�HQGRZHG�VHUYLFH�VHFWRU�XQLRQ�WKDW�KDV�D�JURZLQJ�PHPEHUVKLS�EDVH�WKDW�LW
LV�XQDEOH�WR�RUJDQL]H��7KH�SURSRVHG�PHUJHU�EHWZHHQ�WKH�,%�DQG�'L%R�LQ�WKH�1HWK�
HUODQGV� SUHVHQWV� D�PRGHO� FDVH�� DOWKRXJK� WKH� MRLQLQJ� RI� WZR�PRUH� �SRRU�� XQLRQV
FRPSOLFDWHV�WKH�SLFWXUH�

$�PHUJHU� RI� WKLV� NLQG� LPPHGLDWHO\� SXWV� WKH� ZHOO�GHYHORSHG� RUJDQL]DWLRQDO� FD�
SDFLWLHV�RI�WKH�ODUJHU�DQG�ROGHU�XQLRQ�WR�WKH�SXUSRVH�RI�RUJDQL]LQJ�ZRUNHUV�LQ�WKH
H[SDQGLQJ� VHUYLFH� VHFWRU�� DV� WKH�PDQXIDFWXULQJ� VHFWRU� VWDJQDWHV� RU� VKULQNV�� LW� LV
RQO\�LQ�VHUYLFHV�WKDW�XQLRQV�EDVHG�LQ�WKH�IRUPHU�FDQ�ILQG�WKH�DGGLWLRQDO�PHPEHUV
WKH\�UHTXLUH����0RUHRYHU��IRU�WKH�RIILFLDOV�RI�WKH�VHUYLFH�VHFWRU�XQLRQ��D�FRPELQD�
WLRQ�RI� WKLV�NLQG�ZRXOG� VHHP� WR�EH� LGHDO�� DV� WKHLU�SDUWLFXODU� H[SHUWLVH�ZLOO�EH� LQ
GHPDQG�LQ�WKH�FRPELQHG�XQLRQ��$OVR��WKH�ODUJH�DVVHWV�RI�WKHLU�SDUWQHU�JXDUDQWHH
WKHP�QRW� MXVW� KLJKHU� VDODULHV� LPPHGLDWHO\�� EXW� DOVR� VHFXUH� UHWLUHPHQW� LQ� WKH� IX�
WXUH�

1RW�DOO�PHUJHUV�DUH�FURVVRYHUV��KRZHYHU��7KH�RQO\�H[DPSOH�RI�D�PHUJHU�DFURVV�WKH
GLYLGLQJ� OLQH� EHWZHHQ� PDQXIDFWXULQJ� DQG� VHUYLFHV� LQ� *HUPDQ\� LV� ,*� 0HGLHQ�
ZKLFK�UHVXOWHG�IURP�D�FRPELQDWLRQ�EHWZHHQ�WKH�SULQWHUV�DQG�WKH�DUWLVWV��:KLOH�DOO
RWKHU�PHUJHUV�IROORZHG�WKH�SDWWHUQ�RI�D�WDNHRYHU�RI�D�VPDOO�XQLRQ�E\�D�ODUJH�RQH�
PRVW�RI�WKH�VPDOO�XQLRQV�LQYROYHG�ZHUH�ROG�LQGXVWULDO�XQLRQV�ZKRVH�PHPEHUVKLS
EDVH�ZDV�GHFOLQLQJ�VLPLODUO\�WR�WKDW�RI�WKH�ODUJH�XQLRQ�DEVRUELQJ�WKHP��:KHUHDV
VRPH� RI� WKH� DEVRUEHG� XQLRQV�ZHUH� ULFK�� VXFK� DV� LQ� SDUWLFXODU� WKH� ,*%(�� RWKHUV�
VXFK�DV�WKH�ZRRG�ZRUNHUV��KDG�RQO\�LQVLJQLILFDQW�DVVHWV��0RUHRYHU��WR�WKH�H[WHQW
WKDW�WKHUH�DUH�VPDOO�VHUYLFH�VHFWRU�XQLRQV�LQ�*HUPDQ\��OLNH�WKH�SRVWDO�ZRUNHUV��WKH
+%9�DQG�WKH�'$*��WKH\�KDYH�PDQDJHG�WR�UHPDLQ�LQGHSHQGHQW�XS�WR�QRZ�

,Q� RWKHU�ZRUGV��ZKLOH� LW� VHHPV� UHODWLYHO\� HDV\� WR� XQGHUVWDQG�ZK\� VPDOO� XQLRQV
PD\�RIIHU�WKHPVHOYHV�IRU�D�PHUJHU��WKH�§GHPDQG�IXQFWLRQ¨�RQ�WKH�SDUW�RI�WKH�ODUJH
XQLRQV�VHHNLQJ�WR�LQFRUSRUDWH�WKHP�LV�PRUH�GLIILFXOW�WR�GHWHUPLQH��$V�SRLQWHG�RXW
HDUOLHU�� WKH� OHJDO�DQG� LQVWLWXWLRQDO� FRQGLWLRQV� LQ�*HUPDQ\�RIIHU�XQLRQV� LQ�PDQX�
IDFWXULQJ�WKH�KRSH�RI�H[SDQGLQJ�LQWR�VHUYLFHV�DV�WKH�ILUPV�WKH\�RUJDQL]H�UHVWUXF�
WXUH��(QWHULQJ�WKH�VHUYLFH�VHFWRU�E\�PHUJHU�ZLWK�D�VHUYLFH�VHFWRU�XQLRQ�WKHUHIRUH

                                                    

�� ,Q�DGGLWLRQ��VHFWRUDO�GLYHUVLILFDWLRQ�PD\�ERRVW�RUJDQL]DWLRQDO�YLDELOLW\�LQ�WKDW�LW�OHVV�
HQV�D�XQLRQªV�GHSHQGHQF\�RQ� FRQWLQJHQW�GHYHORSPHQWV� LQ�SDUWLFXODU� VHFWRUV�� H�J��� D
UDSLG�GHFOLQH�RI�HPSOR\PHQW��WKH�EUHDNXS�RI�DQ�HPSOR\HUVª�DVVRFLDWLRQ��RU�WKH�LQFL�
GHQFH�RI�LQGXVWULDO�FRQIOLFW��&RUQILHOG�������6WUDXVV�������
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VHHPV�WR�EH�OHVV�RI�D�SULRULW\�IRU�*HUPDQ�WKDQ�IRU�%ULWLVK�RU�'XWFK�XQLRQV��6LPSOH
FRQVLGHUDWLRQV� RI� VFDOH� VHHP� WR� UXOH�� HYHQ�ZKHUH� WKH� DEVRUELQJ�XQLRQ� LWVHOI� KDV
GHFOLQLQJ�PHPEHUVKLS�DQG�DQ�H[FHVV�RI�RIILFLDOV��OLNH�,*�0HWDOO��2WKHU�UHDVRQV�IRU
ODUJH� XQLRQV� WR� DEVRUE� VPDOOHU� RQHV�PD\� KDYH� WR� GR� WR� WKHLU� UHODWLRQVKLS�ZLWK
WKHLU�SHDN�DVVRFLDWLRQ��ZH�ZLOO�UHWXUQ�WR�WKLV�VKRUWO\�

$�0LQLPXP�6L]H

6XPPLQJ� XS�� WKH� GULYLQJ� IRUFH� EHKLQG� VPDOO� XQLRQV� SXWWLQJ� WKHPVHOYHV� XS� IRU
PHUJHU� LV��ZH�VXJJHVW��D� ODFN�RI�DEVROXWH� VL]H��QRW� ORZ�RU�GHFOLQLQJ�GHQVLW\�RU�D
ODFN�RI�JURZWK�SRWHQWLDO�DV�VXFK��:KHWKHU�VPDOO�VL]H� LV�DFFRPSDQLHG�E\�KLJK�RU
ORZ�GHQVLW\�VHHPV�WR�EH�RI�QR�LPSRUWDQFH�IRU�RUJDQL]DWLRQDO�YLDELOLW\����$�XQLRQ
PD\�EH� WRR�VPDOO� WR�H[LVW�RQ� LWV�RZQ�LI� LWV�GHQVLW\�UDWH� LV�KLJK�� MXVW�DV� LW�PD\�EH
SHUIHFWO\� YLDEOH�ZLWK� D� YHU\� ORZ�GHQVLW\� UDWH��0RUHRYHU�� DV� ORQJ� DV� LWV� DEVROXWH
VL]H�UHPDLQV�DERYH�WKH�WKUHVKROG��D�XQLRQ�FDQ�H[LVW�ZLWK�D�GHFOLQLQJ�PHPEHUVKLS
EDVH�UHVXOWLQJ�LQ�ULVLQJ�GHQVLW\��DV�ZHOO�DV�ZLWK�D�JURZLQJ�PHPEHUVKLS�EDVH�FRP�
ELQHG�ZLWK�D�GHFOLQLQJ�GHQVLW\�UDWH�

+RZ�ODUJH�D�XQLRQ�PXVW�EH� WR�EH�RUJDQL]DWLRQDOO\�YLDEOH�GHSHQGV��ZH�K\SRWKH�
VL]H�� DERYH� DOO� RQ� JHRJUDSKLFDO� FRQGLWLRQV�� HVSHFLDOO\� WKH� VL]H� RI� WKH� WHUULWRU\� LW
VHUYLFHV��WKH�VSDWLDO�GHQVLW\�RI�VHWWOHPHQW�RQ�WKDW�WHUULWRU\��DQG�WKH�GLVWULEXWLRQ�RI
PHPEHUV�RYHU�ZRUNSODFHV��$VVXPLQJ� WKDW� WKH� ODWWHU� LV� URXJKO\� WKH�VDPH� IRU� WKH
WZR�FRXQWULHV��D�*HUPDQ�XQLRQ�PXVW�WKHUHIRUH�EH�ELJJHU�WKDQ�D�'XWFK�XQLRQ��:H
HVWLPDWH�WKDW�D�XQLRQ�LQ�WKH�1HWKHUODQGV�UHTXLUHV�DURXQG�KDOI�D�PLOOLRQ�PHPEHUV
WR�EH�YLDEOH�� L�H�� WR�EH�DEOH� WR�DYDLO� LWVHOI�RI� WKH�VFDOH�HFRQRPLHV�UHTXLUHG� IRU� WKH
XQLRQ� WR�RIIHU� LWV�PHPEHUV�KLJK�TXDOLW\�VHUYLFHV�DW�DQ�DFFHSWDEOH�FRVW�� WKH�PLQL�
PXP�VL]H�RI�D�*HUPDQ�XQLRQ�VHHPV�WR�EH�IRXU�RU�ILYH�WLPHV�WKDW�ODUJH�

                                                    

�� 7KH�PHUJLQJ�XQLRQV� LQ�RXU� VWXG\�KDYH�TXLWH�GLIIHUHQW�XQLRQ�GHQVLWLHV�� EXW� WKLV� DS�
SHDUV� WR�EH�RI�QR�FRQVHTXHQFH��2I� WKH� IRXU�PHUJLQJ�XQLRQV� LQ� WKH�1HWKHUODQGV�� WKH
WUDQVSRUW�XQLRQ�KDV�E\�IDU�WKH�KLJKHVW�GHQVLW\��DURXQG����SHUFHQW���ODUJHO\�RZLQJ�WR
LWV�SRVLWLRQ�LQ�UDLOZD\V��SRUWV�DQG�ZDWHUZD\V��DQG�ZDUHKRXVLQJ��EXW�LW�LV�D�YHU\�SRRU
XQLRQ��OLNH�WKH�VHUYLFH�XQLRQ�ZKLFK�KDV�E\�IDU�WKH�ORZHVW�GHQVLW\���¥��SHUFHQW���:KDW
PDWWHUV�LV�ZHDOWK�DQG�VL]H�
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( &RQVHTXHQFHV

&RQJORPHUDWH�8QLRQV

7KH�XQLRQV�WKDW�UHVXOW� IURP�PHUJHUV�DUH� LQWHUQDOO\�KLJKO\�KHWHURJHQHRXV��/LNH�FRQ�
JORPHUDWH�ILUPV��WKH\�VWUDGGOH�DQG�LQGHHG�GLVUHJDUG�VHFWRUDO�ERXQGDULHV��0HUJHG
XQLRQV�UHVHPEOH�$QJOR�$PHULFDQ�JHQHUDO�XQLRQV�PRUH�WKDQ�FRQWLQHQWDO�(XURSHDQ
LQGXVWULDO� XQLRQV�� DOWKRXJK� XQOLNH� WKH� IRUPHU� WKH\� DOVR� RUJDQL]H� ZKLWH�FROODU
ZRUNHUV�

&RQJORPHUDWH�XQLRQV�UHSUHVHQW�D�QHZ�EDODQFH�EHWZHHQ�WKH�HFRQRPLFV�DQG�WKH�SROLWLFV
RI�XQLRQ�RUJDQL]DWLRQ��7KHLU�ULVH�LQGLFDWHV�WKDW�JHQHULF�XQLRQ�VHUYLFHV�KDYH�EHFRPH��RU
DOZD\V�ZHUH��PRUH�LPSRUWDQW�DQG�WKDW�FROOHFWLYH�PHPEHU�LGHQWLW\�KDV�EHFRPH��RU
DOZD\V� ZDV�� OHVV� FHQWUDO� WR� XQLRQL]DWLRQ� WKDQ� KDV� RIWHQ� EHHQ� DVVXPHG� �*ROG�
WKRUSH��/RFNZRRG��%HFKRYHU��DQG�3ODW�������.ODQGHUPDQV�DQG�9LVVHU�������9DQ
GH�9DOO� �������1HYHUWKHOHVV�� FXOWXUDO� LGHQWLWLHV�� DQG� HVSHFLDOO\� LQFRPSDWLELOLWLHV�
KDYH�QRW�EHFRPH�LUUHOHYDQW��:KLOH�RIILFLDOV�GR�QRW�LQ�SULQFLSOH�GRXEW�WKH�SRVVLELO�
LW\�RI�FURVV�VHFWRUDO�PHUJHUV��WKH\�DUH�DZDUH�WKDW�VRPH�RI�WKHLU�PHPEHUV�PD\�QRW
IHHO�FRPIRUWDEOH�LQ�D�MRLQW�RUJDQL]DWLRQ��)RU�H[DPSOH��RIILFLDOV�RI�WKH�'*%�VHUYLFH�
VHFWRU�XQLRQ��WKH�+%9��DQG�WKH�ZKLWH�FROODU�XQLRQ��WKH�'$*��KDYH�ORQJ�EHHQ�VH�
FUHWO\� GLVFXVVLQJ�PHUJHU� SODQV�� LQ� VSLWH� RI� D� KLVWRU\� RI� DFULPRQLRXV� LGHRORJLFDO
FRQIOLFW��7KH�PDLQ�UHDVRQ�ZK\�D�PHUJHU�KDV��DV�\HW��QRW�FRPH�WR�SDVV�VHHPV�WR�EH
WKH�IHDU�RI�RIILFLDOV�RQ�ERWK�VLGHV�WKDW�ODUJH�JURXSV�RI�WKHLU�PHPEHUV��DQG�LQ�SDU�
WLFXODU� WKHLU� DFWLYLVWV�� PD\� QRW� \HW� EH� SUHSDUHG� WR� IRUJHW� WKHLU� ROG� HQPLWLHV�� $
VLPLODU�FRQIOLFW� LPSHGHV� WKH�PHUJHU�EHWZHHQ� WKH�)19�DQG�WKH� LQGHSHQGHQW� IHG�
HUDWLRQ��$9&��7KH�OLNHO\�FRQVHTXHQFH�LQ�WKLV�FDVH�DSSHDUV�WR�EH�WKDW�D�PLQRULW\�RI
$9&�DIILOLDWHV�� UHSUHVHQWLQJ�DURXQG����SHUFHQW�RI� WKH� IHGHUDWLRQªV���������PHP�
EHUV��ZLOO�IRUP�D�QHZ��LQGHSHQGHQW�IHGHUDWLRQ���

&RQJORPHUDWH�XQLRQV� IDFH�QHZ�GHPDQGV�ZLWK� UHVSHFW� WR� WKHLU�PDQDJHPHQW� RI� LQ�
WHUQDO�GLYHUVLW\��ZKHUH�WKH\�VHHP�WR�EH�VXEMHFW�WR�D�GLDOHFWLF�RI�FHQWUDOL]DWLRQ�DQG�GH�
FHQWUDOL]DWLRQ�� +DYLQJ� VDFULILFHG� SROLWLFDO� KRPRJHQHLW\� IRU� HFRQRPLF� HIILFLHQF\�
FRQJORPHUDWH�XQLRQV�KDYH�RQO\�D�OLPLWHG�FDSDFLW\�WR�VSHDN�ZLWK�RQH�YRLFH�IRU�DOO
WKHLU�PHPEHUV��:KLOH�PHPEHU�GHPDQGV� IRU�JHQHULF� VHUYLFHV�ERWK� IRUFH� DQG�HQ�
DEOH�XQLRQV�WR�EXLOG�HQFRPSDVVLQJ�RUJDQL]DWLRQV�WKDW�H[WHQG�EH\RQG�VHFWRUDO�DQG

                                                    

�� 6HH�DOVR�WKH�IDFW�WKDW�XQLRQV�ZLWK�D�VWURQJ�SURIHVVLRQDO�LGHQWLW\�WKDW�DUH�RUJDQL]DWLRQ�
DOO\�YLDEOH�RQ�WKHLU�RZQ�SUHIHU� WR�UHPDLQ�LQGHSHQGHQW��$QRWKHU�FDVH� LQ�SRLQW� LV� WKH
FRQWLQXLQJ�WHQVLRQV�LQVLGH�,*�0HGLHQ�EHWZHHQ�SULQWHUV�DQG�MRXUQDOLVWV��DQG�WKH�FRQ�
WLQXLQJ�H[LVWHQFH�RI�VWURQJ�SURIHVVLRQDO�DVVRFLDWLRQV�RI�MRXUQDOLVWV�RXWVLGH�WKH�'*%�



�� 03,I*�'LVFXVVLRQ�3DSHU�����

FXOWXUDO�ERXQGDULHV��GLIIHUHQFHV�LQ�PHPEHU�LQWHUHVWV�DQG�LGHQWLW\�UHTXLUH�GLYHUVL�
ILHG�SROLFLHV��HVSHFLDOO\�LQ�FROOHFWLYH�EDUJDLQLQJ��8QLRQ�PHUJHUV�WKXV�WHQG�WR�UHVXOW
LQ� FHQWUDOL]HG� VHUYLFH� SURYLVLRQ� DQG�GHFHQWUDOL]HG� UHSUHVHQWDWLRQ� DQG�SDUWLFLSD�
WLRQ�DW�WKH�VDPH�WLPH�

,Q� SDUWLFXODU�� FRQJORPHUDWH� XQLRQV� W\SLFDOO\� DGRSW� D� GHFHQWUDOL]HG�� QRQXQLWDU\
DSSURDFK� WR� FROOHFWLYH� EDUJDLQLQJ�� QHJRWLDWLQJ� VHSDUDWHO\� IRU� GLIIHUHQW�PHPEHU�
VKLS�VHFWLRQV�ZLWK�GLIIHUHQW��JURXSV�RI��HPSOR\HUV��7KLV�LV�ZK\�D�XQLWDU\�RUJDQL�
]DWLRQ� OLNH� ,*� 0HWDOO� LV� OLNHO\� WR� ILQG� LW� FRPSDUDWLYHO\� GLIILFXOW� WR� LQFRUSRUDWH
WDNHRYHUV�IURP�RXWVLGH�LWV�RULJLQDO�VHFWRU��7KH�VDPH�FDQQRW�EH�VDLG�DERXW�XQLRQV
OLNH�,*�&KHPLH�RU�WKH�,%�LQ�WKH�1HWKHUODQGV��ERWK�RI�ZKLFK�KDYH�LQKHULWHG�WKH�WUD�
GLWLRQ�RI� WKH�)DEULNDUEHLWHUYHUEDQG��ZKLFK�RUJDQL]HG�ZRUNHUV�DFURVV�DOO�SURFHVV
LQGXVWULHV� DQG� WKHUHIRUH� KDG� WR� DOORZ� IRU� LQWHUQDO� VHFWRUDO� GLIIHUHQWLDWLRQ� IURP
HDUO\�RQ��*HUPDQ�DQG�'XWFK�XQLRQV�WKDW�LQ�PDQ\�UHVSHFWV�DOZD\V�ZHUH�FRQJORP�
HUDWH�XQLRQV�DUH��RI�FRXUVH��WKH�g79�DQG�$EYD.DER�

*HQHUDOO\��'XWFK�XQLRQV�VHHP�WR�EH�EHWWHU�SUHSDUHG� IRU�FRQJORPHUDWH�XQLRQLVP
WKDQ�WKHLU�*HUPDQ�FRXQWHUSDUWV��'XH�LQ�SDUW�WR�WKH�SOXUDOLVP�RI�WKH�'XWFK�FROOHF�
WLYH� EDUJDLQLQJ� UHJLPH�� XQLRQV� OLNH� ,%�� $EYD.DER� DQG� 'LER� DUH� XVHG� WR� EHLQJ
SDUW\� WR� WHQ� RU� PRUH� VHFWRUDO� DJUHHPHQWV� DQG� D� KXQGUHG� RU� PRUH� FRPSDQ\
DJUHHPHQWV��'HFHQWUDOL]DWLRQ�RI�FROOHFWLYH�UHSUHVHQWDWLRQ�LQ�FRQJORPHUDWH�XQLRQV
LV��RI�FRXUVH��UHLQIRUFHG�E\�JHQHUDO�WUHQGV�DZD\�IURP�SDWWHUQ�EDUJDLQLQJ�DQG�WR�
ZDUG�VPDOOHU�EDUJDLQLQJ�XQLWV��GRZQ�WR�LQGLYLGXDO�FRPSDQLHV�

:KHWKHU� RU� QRW� SROLWLFDO� GHFHQWUDOL]DWLRQ� LQ� XQLRQ� FRQJORPHUDWHV� ZLOO� UHVXOW� LQ
KLJKHU�ZDJH� GLIIHUHQWLDOV� LV� DQ� RSHQ� TXHVWLRQ��$V� ORQJ� DV� FRQJORPHUDWH� XQLRQV
RSHUDWH�D�FRPELQHG�VWULNH�IXQG�¥�ZKLFK�DOO�RI�WKHP�GR�¥�WKH\�PXVW�WR�VRPH�H[WHQW
FHQWUDOO\�FRRUGLQDWH�WKHLU�VHFWRUDO�EDUJDLQLQJ�VWUDWHJLHV��6PDOO�JURXSV�RI�PHPEHUV
FDQQRW�EH�DOORZHG� WR� VWULNH�DW� WKH�H[SHQVH�RI� WKH� FRPPRQ�VWULNH� IXQG� IRU�ZDJH
GHPDQGV�IDU�LQ�H[FHVV�RI�ZKDW�WKH�VDPH�XQLRQ�FDQ�JHW�IRU�RWKHU�PHPEHUV��$OVR�
PHPEHUV� WKUHDWHQHG�E\�D� ORVV�RI�SRVLWLRQ� LQ� WKH�ZDJH� VWUXFWXUH� DUH� OLNHO\� WR�EH
XQZLOOLQJ�WR�FRQWULEXWH�WR�D�VWULNH�IXQG�WKDW�LV�QRW�XVHG�IRU�WKHLU�GHIHQVH��7R�SUH�
YHQW�RSSRUWXQLVP�DQG�SURWHFW�RUJDQL]DWLRQDO�FRKHVLRQ��QHJRWLDWLRQV�DUH�WKHUHIRUH
W\SLFDOO\�KDQGOHG�E\�DSSRLQWHG�IXOO�WLPH�RIILFLDOV�FRQWUROOHG�E\�KHDGTXDUWHUV�DQG
QRW� DWWDFKHG� WR� VSHFLILF� VXEVHFWLRQV� RI� WKH�PHPEHUVKLS�� DQG� WKH� SURFHGXUHV� IRU
WKH� UDWLILFDWLRQ� RI� FODLPV� DQG� VHWWOHPHQWV� EHFRPH� D� FULWLFDO� FRQVWLWXWLRQDO� LVVXH�
7KH�H[SHULHQFH�RI�WKH�,%�LQ�WKH�1HWKHUODQGV��ZKLFK�LV�LQYROYHG�LQ�QXPHURXV�VHF�
WRUDO� FROOHFWLYH� DJUHHPHQWV�� VHHPV� WR� VKRZ� WKDW� D�PXOWLVHFWRUDO� XQLRQ� QHHG� QRW
ORVH�LWV�DELOLW\�WR�FRRUGLQDWH�ZDJH�GHPDQGV��DQG�WKHUH�LV�QR�VLJQ�WKDW�LQWHUVHFWRUDO
ZDJH�GLIIHUHQWLDOV�KDYH�LQ�IDFW�LQFUHDVHG�DV�D�UHVXOW�RI�XQLRQ�PHUJHUV�

&HQWUDO�FRRUGLQDWLRQ�LQ�FRQJORPHUDWH�XQLRQV�LV�DOVR�UHTXLUHG�IRU�RUJDQL]LQJ�SXU�
SRVHV��7R�UHDOL]H�LWV�SRWHQWLDO�IRU�JURZWK�DQG�RSWLPDOO\�H[SORLW�WKH�PDWFK�EHWZHHQ
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ROG�DVVHWV�DQG�QHZ�PHPEHUVKLS�PDUNHWV��D�FRQJORPHUDWH�XQLRQ�PXVW�EH�FDSDEOH
RI�D�§FRUSRUDWH�SROLF\¨�RI� FURVV�VXEVLGL]DWLRQ�� LQ�ZKLFK� UHVRXUFHV�DUH�PRELOL]HG
IRU�DQG� VKLIWHG� WR�PDUNHWV�ZKHUH� WKH�XQLRQ�KDV�D�SRWHQWLDO� IRU�JURZWK��7KLV� UH�
TXLUHV� FHQWUDO�RIILFH�GLVFUHWLRQ�RYHU� WKH�XVH�RI� UHVRXUFHV�DV�ZHOO� DV�D� FRPSHWHQW
VWDII� FDSDEOH� RI� ORFDWLQJ� VWUDWHJLF� RSSRUWXQLWLHV�� 7R� EH� DEOH� WR� H[SDQG� LQWR� XQ�
GHURUJDQL]HG��EXW�VWUDWHJLFDOO\� LPSRUWDQW�QHZ�PHPEHUVKLS�PDUNHWV��FRQJORPHU�
DWH� XQLRQV�PXVW� HQJDJH� LQ� D� VRUW� RI� §SRUWIROLR�PDQDJHPHQW¨� �:LOOPDQ��0RUULV
DQG�$VWRQ�������������ZKLFK�WKH\�FDQ�GR�RQO\�LI�WKHLU�OHDGHUV�FDQ�WR�VRPH�H[WHQW
DFW�LQGHSHQGHQWO\�IURP�WKH�VHFWLRQDO�LQWHUHVWV�RI�WKH�PHPEHUV���

$�1HZ�3DWWHUQ�RI�,QWHUXQLRQ�&RPSHWLWLRQ

7KH�HPHUJHQFH�RI�QHZ�HFRQRPLF�VHFWRUV�� WKH�GLYHUVLILFDWLRQ�DQG�YHUWLFDO�GLVLQWH�
JUDWLRQ�RI�ILUPV��DQG�WKH�SULYDWL]DWLRQ�RI�PXFK�RI�WKH�SXEOLF�VHFWRU�KDYH�RQFH�DQG
IRU�DOO�HURGHG�ZKDWHYHU�VHFWRUDO�ORJLF�WKHUH�PD\�KDYH�EHHQ�WR�XQLRQ�GRPDLQ�GH�
PDUFDWLRQV�� ,Q� *HUPDQ\� DQG� WKH� 1HWKHUODQGV�� WKLV� KDV� UHVXOWHG� LQ� LQWHUXQLRQ
FRPSHWLWLRQ�RQ�DQ�XQSUHFHGHQWHG� VFDOH��ZLWK� DOO�XQLRQV� FODLPLQJ� MXULVGLFWLRQ� LQ
SULQFLSOH� LQ� DQ\� HFRQRPLF� VHFWRU� DQG�SUHSDULQJ� WR� HQWHU� WKH� DFWXDO� RU� SRWHQWLDO
WHUULWRU\�RI�DQ\�RWKHU�XQLRQ�

8QLRQ�PHUJHUV�LQWHUQDOL]H�DQG�WKHUHE\�HQG�VRPH�MXULVGLFWLRQDO�FRQIOLFWV��%XW�VKRUW
RI�WKH�IRUPDWLRQ�RI�§RQH�ELJ�XQLRQ�¨�WKH\�ZLOO�QRW�HQG�DOO�RI�WKHP��$V�WKH�GHILQL�
WLRQ� RI� XQLRQ� WHUULWRULHV� EHFRPHV� DUELWUDU\�� WKH� QHZ� FRQJORPHUDWH� XQLRQV� DUH
OLNHO\� WR� ILQG� WKHPVHOYHV� LQ� FRQIOLFW�ZLWK� HDFK� RWKHU� RYHU� QXPHURXV� VXEVHFWRUV
DQG�FRPSDQLHV��8QOLNH�LQ�DQ�LQGXVWULDO�XQLRQ�VWUXFWXUH��KRZHYHU��ZLWK�LWV�FODLP�WR
V\VWHPDWLF� FRQVLVWHQF\�� FRQJORPHUDWH� XQLRQV��ZLWK� WKHLU�PRUH� RU� OHVV� DFFLGHQWDO
PL[HV�RI�PHPEHUV�DQG�GRPDLQV�FDQ�DIIRUG�WR�GHDO�ZLWK�VXFK�FRQIOLFWV�SUDJPDWL�
FDOO\��E\�QHJRWLDWLQJ�D�VXEGLYLVLRQ�RI�WKH�§PDUNHW�IRU�XQLRQL]DWLRQ¨�EHWZHHQ�WKHP

                                                    

�� 7KH�ZKROH�LGHD�RI�VSHQGLQJ�XQLRQ�DVVHWV�RQ�UHFUXLWPHQW�LQ�RWKHU�GRPDLQV�LV�OLNHO\�WR
DWWUDFW�RSSRVLWLRQ�IURP�WKH�PHPEHUV�RI�WKH�DFTXLULQJ��DQG�XVXDOO\�ULFKHU��XQLRQ��7KLV
ZDV�LOOXVWUDWHG�E\�WKH�GHFLVLRQ�RI�WKH�GHOHJDWH�FRQIHUHQFH�RI�WKH�,%��MXVW�WZR�PRQWKV
EHIRUH�WKH�PHUJHU�ZLWK�WKH�WKUHH�SRRUHU�XQLRQV��WR�ZLWKGUDZ�LWV�VXSSRUW�XQOHVV�SD\�
PHQW�RI�D�ERQXV�RI����JXLOGHUV�IRU�HDFK�\HDU�RI�PHPEHUVKLS��SD\DEOH�DW�DJH�����ZDV
JXDUDQWHHG�IRU�,%�PHPEHUV��7KLV�OHIW�WKH�OHDGHUVKLS�QR�FKRLFH�EXW�WR�H[WHQG�WKH�HQWL�
WOHPHQW�WR�DOO�PHPEHUV��LQFOXGLQJ�WKRVH�RI�WKH�WKUHH�PHUJHU�SDUWQHUV��$V�WKH�EXGJHW
LV�DOUHDG\�VWUDLQHG�E\�D�§QR�GLVPLVVDO¨�SURPLVH�JLYHQ�WR�XQLRQ�RIILFLDOV�DQG�VWDII��WKH
XQLRQV�ZLOO�KDYH�WR�FXW�VSHQGLQJ�RQ�UHFUXLWPHQW�RU�VHUYLFHV�E\�D�PLOOLRQ�JXLOGHUV�SHU
\HDU�
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VR�DV�WR�DYRLG�UXLQRXV�FRPSHWLWLRQ��7KLV�LV�DOO�WKH�PRUH�OLNHO\�DIWHU�PHUJHUV�KDYH
SURGXFHG�XQLRQV�WKDW�DUH� ODUJH�HQRXJK�WR�EH�RUJDQL]DWLRQDOO\�YLDEOH�DQG�ZKRVH
H[LVWHQFH� LV� WKHUHIRUH�QRW� WKUHDWHQHG�E\� WKH� ORVV�RI� DQ\�RQH�RI� WKHLU� DUHDV�RI�RU�
JDQL]DWLRQ�

$V� VXJJHVWHG� E\� WKH� VLWXDWLRQ� LQ� WKH�1HWKHUODQGV�� FRQJORPHUDWH� XQLRQV�� ZKLFK
KDYH�OHDUQHG�WR�RSHUDWH�D�GLIIHUHQWLDWHG�FROOHFWLYH�EDUJDLQLQJ�V\VWHP��VHHP�WR�EH
EHWWHU� WKDQ�XQLWDU\� RU� VLQJOH�LQGXVWU\� XQLRQV� DW� VKDULQJ� QHJRWLDWLQJ� ULJKWV�ZLWK
RWKHU�XQLRQV�LQ�FRQWHVWHG�DUHDV��8QGHU�MRLQW�EDUJDLQLQJ��DOO�XQLRQV�ZLWK�PHPEHUV
LQ�D�JLYHQ�EDUJDLQLQJ�DUHD�IRUP�DQ�LQWHJUDWHG�QHJRWLDWLQJ�FRPPLWWHH��FDOOHG�D�7D�
ULIJHPHLQVFKDIW�LQ�*HUPDQ�ODZ��DQG�VLJQ�D�FRPPRQ�DJUHHPHQW�IRU�WKHLU�PHPEHUV�
,W�LV�SRVVLEOH�WKDW�WKH�JUHDWHU�WROHUDQFH�IRU�GRPDLQ�RYHUODSV�WKDW�LV�W\SLFDO�RI�FRQ�
JORPHUDWH�XQLRQV�ZLOO�LQ�IXWXUH�OHDG�WR�PRUH�IUHTXHQW�XVH�RI�VXFK�DUUDQJHPHQWV�LQ
*HUPDQ\�

&KDQJLQJ�5HODWLRQV�%HWZHHQ�$IILOLDWHV�DQG�3HDN�$VVRFLDWLRQV

2UJDQL]DWLRQDOO\�YLDEOH�FRQJORPHUDWH�XQLRQV�KDYH�LQFHQWLYHV�WR�LQWHUQDOL]H�IXQF�
WLRQV�SUHYLRXVO\�SHUIRUPHG�E\�WKHLU�IHGHUDWLRQ��7KH�ODUJHU�D�XQLRQ��WKH�PRUH�VSH�
FLDOL]HG�LWV�IXOO�WLPH�VWDII�FDQ�EH��$V�D�UHVXOW��WKH�XQLRQ�FDQ�SHUIRUP�WDVNV�HFRQRP�
LFDOO\�� VXFK� DV� UHVHDUFK� RU� OHJDO� VHUYLFHV�� ZKLFK� XQLRQV� RI� VPDOOHU� VL]H� QHHG� WR
SURGXFH�MRLQWO\�ZLWK�RWKHUV�WKURXJK�D�SHDN�DVVRFLDWLRQ�

2QH�UHDVRQ�ZK\�ODUJH�FRQJORPHUDWH�XQLRQV�PD\�EH�LQFOLQHG�WR�UHLQWHUQDOL]H�KLWK�
HUWR�VKDUHG�WDVNV�LV�WKDW�WKLV�HQDEOHV�WKHP�WR�WDLORU�WKH�SHUIRUPDQFH�RI�VXFK�WDVNV
WR�WKHLU�VSHFLILF�QHHGV��0RUH�LPSRUWDQW��KRZHYHU��VHHPV�WR�EH�WKH�H[FHVVLYH�QXP�
EHU�RI�IXOO�WLPH�VWDII�WKDW�XQLRQV�W\SLFDOO\�KDYH�DIWHU�D�PHUJHU��7R�WKH�H[WHQW�WKDW
VXFK�VWDII�FDXVHV�IL[HG�FRVWV��LW�ZRXOG�VHHP�UDWLRQDO�WR�JLYH�WKHP�VRPHWKLQJ�WR�GR�
,I� WKLV� GXSOLFDWHV� DFWLYLWLHV� SHUIRUPHG� DW� IHGHUDO� OHYHO�� SHDN� DVVRFLDWLRQ� VHUYLFHV
EHFRPH�GLVSHQVDEOH��DQG�WKH�IL[HG�FRVWV�RI�H[FHVV�VWDII�PD\�LQ�SULQFLSOH�EH�UHFRY�
HUHG�E\�FXWWLQJ�WKH�XQLRQ
V�FRQWULEXWLRQ�WR�WKH�IHGHUDWLRQ��,QGHHG��LW�VHHPV�WKDW�LQ
KDUG�HFRQRPLF� WLPHV� WKH�HDVLHVW�ZD\� IRU�DQ�RUJDQL]DWLRQDOO\�YLDEOH�XQLRQ� WR� LQ�
FUHDVH� LWV�GLVSRVDEOH� LQFRPH�LV�E\� ORZHULQJ� LWV�SD\PHQWV� WR� LWV�SHDN�DVVRFLDWLRQ�
$IILOLDWHV�FXUUHQWO\�SD\����SHUFHQW�RI� WKHLU�VXEVFULSWLRQ�LQFRPH�WR�WKH�'*%��DQG
��¥���SHUFHQW�WR�WKH�)19��,Q�ERWK�IHGHUDWLRQV��GLVFRQWHQW�ZLWK�WKH�OHYHO�RI�FRQWUL�
EXWLRQV�UXQV�KLJK�

$IILOLDWH� FRQWULEXWLRQV�DUH� UHJXODWHG�E\� IHGHUDWLRQ� VWDWXWH�� ,Q�ERWK� WKH�'*%�DQG
WKH�)19��FKDQJLQJ�WKDW�VWDWXWH�UHTXLUHV�D�WZR�WKLUGV�PDMRULW\�RI�GHOHJDWHV�DW�WKH
QDWLRQDO�FRQYHQWLRQ��8S�WR�QRZ��WKLV�PDMRULW\�KDV�QRW�EHHQ�UHDFKHG��DV�WKH�VPDOO
XQLRQV�GR�QRW�ZDQW�WKH�IHGHUDWLRQ�WR�KDYH�WR�FXW�LWV�VHUYLFHV��)URP�WKH�SHUVSHFWLYH
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RI�WKHLU�ODUJHU�FRXQWHUSDUWV��LQFOXGLQJ�WKRVH�WKDW�ZLOO�VRRQ�EHFRPH�ODUJH�WKURXJK
PHUJHU��D�UHDOLJQPHQW�RI�IXQGV�DQG�WDVNV�IURP�WKH�IHGHUDWLRQ�WR�LWV�DIILOLDWHV�PD\
VHHP�D�QDWXUDO�PHWKRG�RI�DYRLGLQJ�GXSOLFDWLRQ�RI�HIIRUW��WKH�IDFW�WKDW�LW�PD\�UHVXOW
LQ�GXSOLFDWLRQ�EHWZHHQ�DIILOLDWHV�ZRXOG�VHHP�DFFHSWDEOH��DV�WKH�FRVWV�RI� WKH�VWDII
SHUIRUPLQJ� WKH�QHZO\� LQWHUQDOL]HG� IXQFWLRQV�DUH�SDUWO\� IL[HG��)URP�WKH�SHUVSHF�
WLYH�RI� WKH� VPDOO� XQLRQV�� KRZHYHU�� LW� UHGXFHV� WKH� VHUYLFHV� WKH\� UHFHLYH� IURP� WKH
IHGHUDWLRQ��DQG�WKXV�WKH�ILQDQFLDO�VXSSRUW�SURYLGHG�E\�WKH�ODUJH�WR�WKH�VPDOO�XQ�
LRQV�

2QH�ZD\� IRU� WKH� ODUJH�XQLRQV� WR� VHFXUH� D�PDMRULW\� IRU� WKH� UHGXFWLRQ� RI� DIILOLDWH
FRQWULEXWLRQV� WR� WKH� IHGHUDWLRQ� LV� WR� WDNH� RYHU� VPDOOHU� XQLRQV�� DV� YRWLQJ� LQ� WKH
'*%�DQG�WKH�)19�FRQJUHVVHV�LV�E\�VL]H�RI�PHPEHUVKLS����,Q�IDFW��WKH�PDLQ�UHDVRQ
ZK\�,*�0HWDOO��ZKLFK�DOUHDG\�KDV�DQ�RYHUVL]HG�VWDII��WRRN�RYHU�D�SRRU�XQLRQ�OLNH
WKH�ZRRG�ZRUNHUV�PD\�ZHOO�EH�WKDW�WKLV�KDV�EURXJKW�LW�DQG�WKH�RWKHU�ODUJH�XQLRQV
FORVHU�WR�D�WZR�WKLUGV�PDMRULW\��1RW�RQO\�ZRXOG�D�UHGXFWLRQ�RI�'*%�FRQWULEXWLRQV
EH�WKH�PRVW�HIIHFWLYH�ZD\�RI�LPSURYLQJ�,*�0HWDOOªV�ILQDQFLDO�FRQGLWLRQ�LQ�WKH�VKRUW
UXQ�� UDLVLQJ� LWV� GLVSRVDEOH� LQFRPH� E\� VHYHUDO� SHUFHQWDJH� SRLQWV�� ,Q� DGGLWLRQ�� LW
ZRXOG�DOVR�GUDPDWLFDOO\�LQFUHDVH�WKH�SUHVVXUH�RQ�WKH�ILYH�UHPDLQLQJ�VPDOO�XQLRQV
WR�DJUHH�WR�D�PHUJHU��7KLV�LV�EHFDXVH�WKH�RQO\�DFFHVV�VPDOO�XQLRQV�KDYH�WR�HFRQR�
PLHV�RI�VFDOH�LV�WKURXJK�WKH�MRLQW�SHUIRUPDQFH�RI�WDVNV�DW�IHGHUDWLRQ�OHYHO��$V�ODUJH
XQLRQV� EHJLQ� WR� UHLQWHUQDOL]H� WDVNV�� WKH\� LQ� HIIHFW� PDNH� LW� LPSRVVLEOH� IRU� VPDOO
XQLRQV� WR� RIIHU� WKHLU� PHPEHUV� VHUYLFHV� DW� DFFHSWDEOH� SULFHV�� (YHQWXDOO\�� WKLV� LQ
WXUQ�ORZHUV�WKH�SULFH�UHFHLYLQJ�XQLRQV�ZLOO�KDYH�WR�SD\�IRU�IXWXUH�PHUJHUV�

$V� FRQJORPHUDWH� XQLRQV� JURZ� LQ� VL]H�� WKH\� EHFRPH� ERWK�PRUH� VLPLODU� LQ� WKHLU
PHPEHUVKLS�SURILOHV�DQG�PRUH�RUJDQL]DWLRQDOO\�VHOI�VXIILFLHQW�DQG�SROLWLFDOO\� LQ�
GHSHQGHQW��:KLOH�WKH�KHWHURJHQHLW\�RI�WKHLU�PHPEHUVKLS�EHJLQV�WR�UHVHPEOH�WKDW
RI�D�SHDN�DVVRFLDWLRQ��DOWKRXJK�LW�ZLOO�SUREDEO\�QHYHU�HTXDO�LW���WKH�IDFW�WKDW�XQOLNH
D�SHDN�DVVRFLDWLRQ�WKH\�KDYH�GLUHFW�PHPEHUV�PDNHV�WKHP�PRUH�XQLILHG�FROOHFWLYH
DFWRUV��UHJDUGOHVV�RI�ZKDWHYHU�LQWHUQDO�GLIIHUHQWLDWLRQ�WKH\�PD\�KDYH�WR�LQVWLWXWH�
6XFK�RUJDQL]DWLRQV�DUH�KDUG� WR�JRYHUQ�E\�D�SHDN�DVVRFLDWLRQ��7R� WKH�H[WHQW� WKDW
WKH� DIILOLDWHV� RI� WKH� '*%� DQG� WKH� )19� WXUQ� LQWR� ODUJH�� RUJDQL]DWLRQDOO\� VHOI�
VXIILFLHQW� FRQJORPHUDWH�XQLRQV�� WKH� WZR�SHDN� DVVRFLDWLRQVª� FODLPV� WR� DQ� DXWRQR�
PRXV�SROLWLFDO�PDQGDWH�ZLOO�EH�LQFUHDVLQJO\�FKDOOHQJHG��HYHQ�DFNQRZOHGJLQJ�WKDW
LQ�WKH�SDVW�VXFK�FODLPV�PD\�KDYH�EHHQ�EDVHG�RQ�QR�PRUH�WKDQ�WKH�RYHUZKHOPLQJ

                                                    

�� 7KH�GLVWULEXWLRQ�RI�YRWHV�LQ�WKH�GHOHJDWH�FRXQFLO�RU�FRQIHUHQFH�RI�WKH�IHGHUDWLRQ�LV�QRW
IXOO\� SURSRUWLRQDWH� WR� PHPEHUVKLS� VL]H� DQG� VXEVFULSWLRQV�� VLQFH� VPDOO� XQLRQV� DUH
DZDUGHG�D�PLQLPXP�QXPEHU�RI�YRWHV��,Q�WKH�)19��WKH�WKUHH�ODUJHVW�XQLRQV��ZLWK�WZR
WKLUGV�RI�WKH�PHPEHUVKLS��QHHG�WKH�KHOS�RI�DQRWKHU�XQLRQ�WR�FRQWURO�WZR�WKLUGV�RI�WKH
YRWHV��6PLW�DQG�6FKLOVWUD�������
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SRZHU�RI�RQH�XQLRQ��,*�0HWDOO�LQ�*HUPDQ\�DQG�ZKDW�LV�QRZ�WKH�,%�LQ�WKH�1HWKHU�
ODQGV��$�UHVWUXFWXUHG�SHDN�DVVRFLDWLRQ�LQ�D�ZRUOG�RI�XQLRQ�FRQJORPHUDWHV�ZRXOG
OLNHO\�EH� OLPLWHG� WR�PHGLDWLQJ�EHWZHHQ� LWV�PHPEHUV��HVSHFLDOO\�DV� WKHVH� IDFH�SR�
OLWLFDO�LQWHUORFXWRUV��VXFK�DV�WKH�QDWLRQDO�JRYHUQPHQW�RU�WKH�(XURSHDQ�8QLRQ�EX�
UHDXFUDF\��YLV�j�YLV�ZKLFK�WKH\�PD\�ZLVK�WR�VXVSHQG�WKHLU�GLIIHUHQFHV�DQG�VSHDN
ZLWK�RQH�YRLFH��$�SHDN�DVVRFLDWLRQ�RI�WKLV�VRUW�ZLOO�SUREDEO\�QHHG�YHU\�IHZ�RIIL�
FLDOV��D�FRXQFLO�RI�DIILOLDWH�RUJDQL]DWLRQV�UDWKHU�WKDQ�D�FRQIHUHQFH�RI�GHOHJDWHV��DQG
D� VRUW� RI� JHQHUDO� VHFUHWDU\� DSSRLQWHG� E\� WKH� DIILOLDWHV� UDWKHU� WKDQ� D� SUHVLGHQW
HOHFWHG�E\�D�SROLWLFDO�FRQIHUHQFH�
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&DUUROO��*OHQ��������&RQFHQWUDWLRQ�DQG�6SHFLDOL]DWLRQ��'\QDPLFV�RI�1LFKH�:LGWK�LQ�3RS�
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'XERLV��$�-�0���������+HW�ELMQD�YHUJHWHQ�KRRIGVWXN��HHQ�VWHUNH�YDNEHZHJLQJ�LV�HHQ�ILQDQ�
FLsHO�JH]RQGH�YDNEHZHJLQJ��,Q��/��+HQGULNV��6�:�*��5XHVHQ�HQ�-�-�&��6SUHQJHU��HGV���
+HW�QLHXZH�KXLV�YDQ�GH�DUEHLG��$PVWHUGDP��5DDPJUDFKW�%+%�����¥����

(VWH\��0DUWLQ�� ������ 7UHQGV� LQ� WKH�&RQFHQWUDWLRQ� RI�8QLRQ�0HPEHUVKLS�� ����¥������ ,Q�
4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV��������¥����

)UHHPDQ�� -RKQ�� DQG� -DFN� %ULWWDLQ�� ������ 8QLRQ�0HUJHU� 3URFHVV� DQG� ,QGXVWULDO� (QYLURQ�
PHQW��,Q��,QGXVWULDO�5HODWLRQV��������¥����

)UHFK��*�QWKHU��������.RRSHUDWLRQ�¥�)XVLRQ�¥�.RQIXVLRQ��,Q��*HZHUNVFKDIWOLFKH�0RQDWVKHIWH
����������¥����

)XOFKHU��-DPHV�������/DERXU�0RYHPHQWV��(PSOR\HUV��DQG�WKH�6WDWH��&RQIOLFW�DQG�&R�RSHUDWLRQ�LQ
%ULWDLQ�DQG�6ZHGHQ��2[IRUG��&ODUHQGRQ�

*ROGWKRUSH�� -RKQ�+�� HW� DO��� ������7KH�$IIOXHQW�:RUNHU�� ,QGXVWULDO� $WWLWXGHV� DQG� %HKDYLRXU�
&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�

+DQQDQ�� 0LFKDHO� 7��� DQG� -RKQ� )UHHPDQ�� ������ 6WUXFWXUDO� ,QHUWLD� DQG� 2UJDQL]DWLRQDO
&KDQJH��,Q��$PHULFDQ�6RFLRORJLFDO�5HYLHZ��������¥����

¦��������7KH�(FRORJ\�RI�2UJDQL]DWLRQDO�)RXQGLQJ��$PHULFDQ�/DERU�8QLRQV������¥�����
,Q��$PHULFDQ�-RXUQDO�RI�6RFLRORJ\��������¥����

¦��������7KH�(FRORJ\�RI�2UJDQL]DWLRQDO�0RUWDOLW\��$PHULFDQ�/DERXU�8QLRQV������¥�����
,Q��$PHULFDQ�-RXUQDO�RI�6RFLRORJ\�������¥���

¦��������2UJDQL]DWLRQDO�(FRORJ\��&DPEULGJH��0$��+DUYDUG�8QLYHUVLW\�3UHVV�
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+DUW��3DXO�(���DQG�(GZDUG�0��3KHOSV�%URZQ��������7KH�6L]HV�RI�7UDGH�8QLRQV��$�6WXG\�LQ
WKH�/DZ�RI�$JJUHJDWLRQ��,Q��7KH�(FRQRPLF�-RXUQDO������¥���

.ODQGHUPDQV��%HUW��DQG�-HOOH�9LVVHU��������'H�YDNEHZHJLQJ�QD�GH�ZHOYDDUWVVWDDW��$VVHQ��YDQ
*RUFXP�

/DPPHUV��&���������'H�YDNEHZHJLQJ�HQ�KDDU�SUREOHPHQ��$PVWHUGDP��GH�%XVV\���QG�HGLWLRQ�

/DQJ��.ODXV��DQG�3HWHU�6FKDDI��������*HZHUNVFKDIWVODQGVFKDIW� LP�8PEUXFK�� ,Q��*HZHUN�
VFKDIWOLFKH�0RQDWVKHIWH����������¥����

/LSVHW��6H\PRXU�0DUWLQ��������5DGLFDOLVP�RU�5HIRUPLVP��6RXUFHV�RI�:RUNLQJ�&ODVV�3ROL�
WLFV��,Q��$PHULFDQ�3ROLWLFDO�6FLHQFH�5HYLHZ������¥���

0DUNV��*DU\�� ������8QLRQV� LQ� 3ROLWLFV�� %ULWDLQ��*HUPDQ\� DQG� WKH�8QLWHG� 6WDWHV� LQ� WKH� (DUO\
7ZHQWLHWK�&HQWXU\��3ULQFHWRQ��1-��3ULQFHWRQ�8QLYHUVLW\�3UHVV�

5LM��&RHQ�YDQ��������+HW�)19�OHGHQSDQHO��$PVWHUGDP��8QLYHUVLW\�RI�$PVWHUGDP��&(6$5�
SXEOLFDWLRQ�

6PLW��(YHUW��DQG�.HLPSH�6FKLOVWUD��������8QLH�RI�*HPHQHEHVW"�,Q��=HJJHQVFKDS���������¥���

6WUDXVV��*HRUJH��������,VVXHV�LQ�8QLRQ�6WUXFWXUH��,Q��5HVHDUFK�LQ�WKH�6RFLRORJ\�RI�2UJDQL]D�
WLRQV������¥���

6WUHHFN��:ROIJDQJ��������*HZHUNVFKDIWOLFKH�2UJDQLVDWLRQVSUREOHPH�LQ�GHU�VR]LDOVWDDWOLFKHQ�'H�
PRNUDWLH��.|QLJVWHLQ�7V��$WKHQlXP�

7KRPSVRQ��-DPHV�'���������2UJDQL]DWLRQV�LQ�$FWLRQ��1HZ�<RUN��0DF*UDZ�+LOO�

8QG\�� 5RJHU�� 9DOHU\�� (OOLV��:LOOLDP� (�-��0F&DUWK\�� DQG� $�0�� +DOPRV�� ������&KDQJH� LQ
7UDGH�8QLRQV��7KH�'HYHORSPHQW�RI�8.�8QLRQV�6LQFH�WKH�������/RQGRQ��+HLQHPDQQ�

YDQ� GH� 9DOO�� 0DUN�� ������ /DERU� 2UJDQL]DWLRQV�� $� 0DFUR�� DQG� 0LFUR�VRFLRORJLFDO� $QDO\VLV�
&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�

9LVVHU��-HOOH��������,Q�6HDUFK�RI�,QFOXVLYH�8QLRQLVP��'HYHQWHU��.OXZHU�

¦��������'H�9DNEHZHJLQJ�LQ�1HGHUODQG��YDQ�FHQWUDOLVDWLH�QDDU�IOH[LELOLWHLW"�$PVWHUGDP��:HO�
ERRP��IRUWKFRPLQJ��

9LVVHU�� -HOOH��DQG�-HUHP\�:DGGLQJWRQ��������,QGXVWULDOL]DWLRQ�DQG�3ROLWLFV��$�&HQWXU\�RI
8QLRQ� 6WUXFWXUDO�'HYHORSPHQW� LQ� 7KUHH� (XURSHDQ�&RXQWULHV�� ,Q��(XURSHDQ� -RXUQDO� RI
,QGXVWULDO�5HODWLRQV������¥���

9UHHPDQ��5XXG��DQG�)UDQN�+HQGULNV��������,QYHVWHUHQ�LQ�YHUKRJLQJ�RUJDQLVDWLHJUDDG��,Q�
=HJJHQVFKDS���������¥���

:DGGLQJWRQ��-HUHP\��������7KH�3ROLWLFV�RI�%DUJDLQLQJ��7KH�0HUJHU�3URFHVV�DQG�%ULWLVK�7UDGH
8QLRQ�6WUXFWXUDO�'HYHORSPHQW������¥������/RQGRQ��0DQVHOO�

:LOOPDQ��3DXO��7LPRWK\�0RUULV��DQG�%HYHUO\�$VWRQ��������8QLRQ�%XVLQHVV��7UDGH�8QLRQ�2U�
JDQL]DWLRQ�DQG�)LQDQFLDO�5HIRUP�LQ�WKH�7KDWFKHU�<HDUV��&DPEULGJH��&DPEULGJH�8QLYHUVLW\
3UHVV�

:LQGPXOOHU��-RKQ�3���������/DERU�5HODWLRQV�LQ�WKH�1HWKHUODQGV��,WKDFD��1<��&RUQHOO�8QLYHU�
VLW\�3UHVV�

¦��������&RQFHQWUDWLRQ�7UHQGV�LQ�8QLRQ�6WUXFWXUH��$Q�,QWHUQDWLRQDO�&RPSDULVRQ��,Q��,Q�
GXVWULDO�DQG�/DERU�5HODWLRQV�5HYLHZ�������¥���

:LQWHU��6LGQH\�*���������6XUYLYDO��6HOHFWLRQ��DQG�,QKHULWDQFH�LQ�(YROXWLRQDU\�7KHRULHV�RI
2UJDQL]DWLRQV�� ,Q�� -�9��6LQJK��HG����2UJDQL]DWLRQDO�(YROXWLRQ��1HZ�'LUHFWLRQV��1HZEXU\
3DUN��6DJH�����¥����


