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5HVSRQVH�IURP�WKH�(QHUJ\�5HWDLO�$VVRFLDWLRQ�WR�WKH�2IJHP�&RUSRUDWH
3ODQ�����
7KH�(QHUJ\�5HWDLO�$VVRFLDWLRQ�HVWDEOLVKHG�LQ�2FWREHU�ODVW�\HDU�LV�WKH�RQO\�GHGLFDWHG�WUDGH
DVVRFLDWLRQ�IRU�8.�HQHUJ\�VXSSOLHUV���$OO�WKH�PDLQ�HQHUJ\�VXSSOLHUV�RSHUDWLQJ�LQ�WKH
GRPHVWLF�PDUNHW�LQ�*UHDW�%ULWDLQ�DUH�PHPEHUV�RI�WKH�QHZ�DVVRFLDWLRQ���$WODQWLF�(OHFWULF
DQG�*DV��%ULWLVK�*DV��(')�(QHUJ\��QSRZHU��3RZHUJHQ��6FRWWLVK�3RZHU��DQG�6FRWWLVK�DQG
6RXWKHUQ�(QHUJ\�
7KH�SXUSRVH�RI�WKH�(5$�LV�
��WR�LGHQWLI\�DUHDV�ZKHUH�WKH�LQGXVWU\�FDQ�ZRUN�WRJHWKHU�IRU�WKH�FRPPRQ�JRRG�ZLWKRXW
FRPSHWLWLYH�DGYDQWDJH�
��WR�LPSURYH�WKH�SURILOH�RI�WKH�VHFWRU�ZLWK�GHFLVLRQ�PDNHUV��RSLQLRQ�IRUPHUV�DQG
FRQVXPHUV
��WR�SURWHFW�WKH�LQGXVWU\�IURP�UHJXODWLRQ�WKDW�VWLIOHV�FRPPHUFLDO�GHYHORSPHQW�DQG�DVVLVW
WKH�LQGXVWU\�LQ�WKH�RSHUDWLRQ�RI�HIIHFWLYH�VHOI�UHJXODWLRQ�SURFHGXUHV�
7KH�(5$�%RDUG�KDV�LGHQWLILHG�WKH�VL[�SROLF\�WRSLFV�DV�WKH�ILUVW�\HDU¶V�SULRULWLHV�WR�EH
6HOOLQJ��&XVWRPHU�7UDQVIHU�3URJUDPPH��(QHUJ\�(IILFLHQF\��)XHO�3RYHUW\��'HEW��
5HQHZDEOHV�
(QHUJ\�UHWDLOHUV�EHOLHYH�WKDW�WKHUH�DUH�PDQ\�DUHDV�ZKHUH�LW�LV�LQ�HYHU\RQH¶V�LQWHUHVWV�WR
ZRUN�WRJHWKHU�WR�LPSURYH�WKH�VHUYLFH�ZH�FDQ�RIIHU�FXVWRPHUV��7KH\�KDYH�DOUHDG\�EURXJKW
FKRLFH�WR�PLOOLRQV�RI�KRXVHKROGV�DQG�FUHDWHG�D�KXJHO\�VXFFHVVIXO�PDUNHW��DQG�ZH�ZLVK�WR
HQVXUH�WKDW�HYHU\�FXVWRPHU¶V�H[SHULHQFH�RI�H[HUFLVLQJ�WKHLU�FKRLFH�LV�D�JRRG�RQH���7KH
GHFLVLRQ�WR�HVWDEOLVK�WKH�(QHUJ\�5HWDLO�$VVRFLDWLRQ�LV�WHVWDPHQW�WR�WKLV�DPELWLRQ�
2YHUYLHZ
:H�ZHOFRPH�WKH�RSSRUWXQLW\�WR�FRPPHQW�DQG�VKDUH�PDQ\�RI�2IJHP¶V�FRQFHUQV�DERXW�WKH
QHHG�WR�FUHDWH�D�PRUH�PDWXUH�HQHUJ\�PDUNHW���,QGHHG�WKH�(5$�SROLF\�LVVXHV�KDYH�D�FOHDU
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VRFLDO�LPSDFW�HOHPHQW��VXFK�DV�HQHUJ\�HIILFLHQF\��IXHO�SRYHUW\��FXVWRPHU�WUDQVIHUV�DQG
GHEW�
+RZHYHU��HQHUJ\�UHWDLOHUV�DUH�FRPSHWLQJ�WR�VHOO�DQ�LGHQWLFDO�SURGXFW�LQ�DQ�LQFUHDVLQJO\
FRQVXPHU�GULYHQ�PDUNHW���7KH�VKLIW�PHDQV�WKDW�LW�LV�QR�ORQJHU�WKH�FDVH�RI�HQHUJ\�FRPSDQ\
YHUVXV�HQHUJ\�FRPSDQ\��EXW�LW�LV�QRZ�FXVWRPHU�VHUYLFH�SURYLGHU�DJDLQVW�FXVWRPHU�VHUYLFH
SURYLGHU���/LNH�WKHLU�PRUH�IDPLOLDU�UHWDLO�FRXQWHUSDUWV�±�WKH�KLJK�VWUHHW�VWRUHV�±�HQHUJ\
UHWDLOHUV�DUH�VHHNLQJ�WR�DWWUDFW�QHZ�FXVWRPHUV�ZLWK�DGGHG�YDOXH�VHUYLFHV�WKDW�JLYH�WKHP�DQ
DGYDQWDJH�RYHU�WKHLU�FRPSHWLWRUV���+RZHYHU��WKHUH�DUH�DUHDV�ZKHUH�WKHUH�LV�QR�FRPSHWLWLYH
HGJH�DQG�WKH�FRPPRQ�JRRG�LV�D�GHVLUDEOH�RXWFRPH�IRU�EXVLQHVV�DQG�FRQVXPHUV�DOLNH�
7KH�FKDOOHQJH�IRU�WKH�(5$�DQG�2IJHP�LV�WR�ZRUN�WRJHWKHU�IRU�WKH�JRRG�RI�WKH�FXVWRPHU�
:H��WKHUHIRUH��QHHG�WR�DFKLHYH�WKH�EDODQFH�ZKHUH�EXVLQHVV�JURZWK�DQG�LQQRYDWLRQ�LV�QRW
UHVWULFWHG�DQG�FRQVXPHU�GHPDQG�LV�PHW�DQG�SROLF\�GHYHORSPHQW�LQFHQWLYLVHV�WKH�LQGXVWU\
WRZDUGV�VXSSRUWLQJ�WKH�*RYHUQPHQW¶V�VRFLDO�DQG�HQYLURQPHQWDO�REMHFWLYHV�
7KHUH�DUH�D�QXPEHU�RI�JRYHUQPHQW�REMHFWLYHV�OLQNHG�WR�HQHUJ\�VXSSO\���7KH�LQGXVWU\�GRHV
QRW�RSSRVH�WKHVH�REMHFWLYHV��EXW�LW�PXVW�EH�ERUQH�LQ�PLQG�WKDW�HQHUJ\�VXSSOLHUV�DUH�ILUVW
DQG�IRUHPRVW�FRPPHUFLDO�EXVLQHVVHV���7KH�(5$�ZLOO�ZRUN�ZLWK�WKH�*RYHUQPHQW�LQ
VXSSRUW�RI�LWV�SXEOLF�SROLF\�DJHQGD���+RZHYHU��ZH�DUH�QRW�D�JRYHUQPHQW�DJHQF\�DQG
EH\RQG�WKLV�LW�PXVW�IDOO�WR�WKH�*RYHUQPHQW�WR�FUHDWH�D�PDUNHW�WKDW�KDV�HFRQRPLF�DQG
VRFLDO�EHQHILWV���)RU�H[DPSOH��HQHUJ\�VXSSOLHUV�UHFRJQLVH�WKDW�WKH\�DUH�SDUW�RI�WKH�VROXWLRQ
WR�IXHO�SRYHUW\��EXW�WKH\�FDQQRW�JLYH�DQ�XQGHUWDNLQJ�WR�DGGUHVV�WKLV�ZKHUH�WKHUH�LV
VXEVWDQWLDO�FRVW�RU�QR�FRQVXPHU�GHPDQG�
%HWWHU�5HJXODWLRQ
7KH�*RYHUQPHQW�KDV�JLYHQ�D�FRPPLWPHQW�WR�UHGXFH�UHJXODWLRQ�ZKHUH�LW�VWLIOHV�HQWHUSULVH
DQG�LV�D�EXUGHQ�RQ�EXVLQHVV�SUDFWLFH���:H�ZHOFRPH�2IJHP¶V�LQWHQWLRQ�WR�UHJXODWH�WKH
HQHUJ\�LQGXVWU\�XQGHU�WKH�SULQFLSOHV�RI�%HWWHU�5HJXODWLRQ�
$OO�UHJXODWLRQ�PXVW�EH�QRQ�SUHVFULSWLYH��SURSRUWLRQDWH�DQG�GHYHORSHG�ZLWK�D�FOHDU�DQG
UHDOLVWLF�VWUDWHJ\�IRU�LPSOHPHQWDWLRQ���5HJXODWLRQV�WKDW�DUH�GUDIWHG�ZLWKRXW�GXH�UHJDUG�WR
WKH�LPSDFW�RQ�EXVLQHVV�ZLOO�EH�LQHIIHFWLYH�DQG�OHDG�WR�FRPSOLDQFH�SUREOHPV���7KHUHIRUH
ZH�ZRXOG�UHTXHVW�WKDW�WKH�(5$�LV�IXOO\�FRQVXOWHG�DW�DQ�HDUO\�VWDJH�
:H�EHOLHYH�WKDW�VHOI�UHJXODWLRQ�LV�WKH�EHVW�ZD\�WR�SURPRWH�HFRQRPLF�JURZWK�DQG�HQVXUH
YDOXH�IRU�PRQH\�IRU�FRQVXPHUV���(QHUJ\�VXSSOLHUV�DOUHDG\�RSHUDWH�WR�VHOI�LPSRVHG�FRGHV
RI�SUDFWLFH�EDVHG�RQ�EHVW�SUDFWLFH�DQG�FRQVXPHU�LQWHUHVW���)RU�RXU�RZQ�FRGHV�WKH�(5$
ZLOO�HQVXUH�FRPSOLDQFH���0RYLQJ�IRUZDUG�ZH�ZLOO�UHYLHZ�WKH�FRGHV�LQ�UHVSRQVH�WR
FRQVXPHU�GHPDQG���:H�UHFRJQLVH�2IJHP¶V�ULJKW�WR�HQIRUFHPHQW�WKURXJK�XWLOLWLHV�DQG
FRPSHWLWLRQ�OHJLVODWLRQ�DQG�DFNQRZOHGJH�WKH�LQWHQWLRQ�WR�ZLWKGUDZ�IURP�UHJXODWLQJ�ZKHUH
LW�LV�LQ�WKH�FRQVXPHUV�EHVW�LQWHUHVW���:H�ZRXOG�DVN�WKDW�WKHVH�SULQFLSOHV�DOVR�DSSO\�ZKHUH
LW�LV�LQ�EXVLQHVVHV�EHVW�LQWHUHVW�DV�RIWHQ�WKH�EHQHILWV�DUH�PXWXDO�
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$V�WKH�PDUNHW�PDWXUHV�D�NH\�DGYDQWDJH�WR�RIIHULQJ�DGGHG�YDOXH�WR�FRQVXPHUV�ZLOO�EH
UHWDLOHUV¶�DELOLW\�WR�LQQRYDWH���%XUGHQVRPH�DQG�GLVSURSRUWLRQDWH�UHJXODWLRQ�PXVW�QRW�VWLIOH
LQQRYDWLRQ�LQ�WKH�PDUNHW�
7KLV�SDSHU�RIIHUV�FRPPHQWV�RQ�WKH�VHYHQ�WKHPHV�RI�WKH�2IJHP�&RUSRUDWH�3ODQ�

���&UHDWLQJ�DQG�VXVWDLQLQJ�FRPSHWLWLRQ
7KH�(5$�LV�FRPPLWWHG�WR�GHYHORSLQJ�DQ�HQHUJ\�PDUNHW�WKDW�SURYLGHV�EHQHILWV�WR�DOO�RXU
FXVWRPHUV�WKURXJK�WKH�FKRLFH�WKDW�D�FRPSHWLWLYH�PDUNHW�SURYLGHV���:H�EHOLHYH�WKDW�WKH
HQHUJ\�VXSSO\�LQGXVWU\�KDV�HYROYHG�VXIILFLHQWO\�IRU�WKHUH�WR�EH�VWHS�FKDQJH�LQ�WKH�ZD\
HQHUJ\�VHUYLFHV�DUH�PDUNHWHG�WR�FRQVXPHUV���7KH�VXSSRUW�JLYHQ�WR�WKH�QHZ�WUDGH
DVVRFLDWLRQ�LV�DQ�LQGLFDWLRQ�RI�WKH�LQGXVWU\¶V�GHVLUH�WR�EXLOG�D�VWURQJ�UHWDLO�VHFWRU�
7KLV�PXVW�EH�DFKLHYHG�WKURXJK�H[WHQVLYH�FRQVXOWDWLRQ�DQG�OLJKW�WRXFK�UHJXODWLRQ���7KH
H[SHULHQFH�RI�RWKHU�UHWDLO�VHFWRUV�GHPRQVWUDWHV�WKDW�H[FHVVLYH�UHJXODWLRQ�FDQ�EH�D EDUULHU
WR�GHYHORSLQJ�QHZ�UHWDLO�LQLWLDWLYHV���5HIRUPV�LQ�WKH�VHUYLFHV�RIIHUHG�WR�HQHUJ\�XVHUV�KDYH
DVVLVWHG�SURSRUWLRQDWH�DQG�UHDVRQDEOH�UHJXODWRU\�FRQWUROV���:H�ZRXOG�H[SHFW�WKLV�WR
FRQWLQXH�WR�EH�WKH�FDVH�
,W�LV�LPSRUWDQW�WKDW�DOO�RXU�FXVWRPHUV�UHDS�WKH�EHQHILWV�RI�FRPSHWLWLRQ�DQG�FDQ�VZLWFK
VXSSOLHUV�HDVLO\���7KH�(5$�KDV�EHJXQ�WR�LPSURYH�WKH�&XVWRPHU�7UDQVIHU�SURFHVV�E\
UHYLHZLQJ�WKH�FRPSDWLELOLW\�RI�VZLWFKLQJ�V\VWHPV�HPSOR\HG�E\�LQGLYLGXDO�VXSSOLHUV���7KLV
LV�D�FRPSOH[�LVVXH�ZKLFK�GHPDQGV�FR�RSHUDWLRQ�DQG�WUDQVSDUHQF\���$V�SDUW�RI�WKLV�SURFHVV
ZH�VKDOO�EH�FRQVXOWLQJ�RWKHU�RUJDQL]DWLRQV�VXFK�DV�HQHUJ\ZDWFK�DQG�WKH�'7,���:H�VKDOO
HQGHDYRXU�WR�NHHS�2IJHP�LQIRUPHG�RI�RXU�SURJUHVV�DQG�VHHN�DVVLVWDQFH�ZKHUH�QHFHVVDU\�
:H�QRWH�WKH�LQWHQWLRQ�RI�2IJHP�WR�LQWURGXFH�HIIHFWLYH�DQG�WDUJHWHG�UHJXODWLRQ�RI�HQHUJ\
VXSSO\�PDUNHWLQJ���7KH�(5$�LV�XQGHUWDNLQJ�D�ZKROHVDOH�UHYLHZ�RI�WKH�&RGH�RI�3UDFWLFH
IRU�IDFH�WR�IDFH�PDUNHWLQJ�RI�HQHUJ\�VXSSO\�WKDW�LV�FXUUHQWO\�DGPLQLVWHUHG�E\�WKH
$VVRFLDWLRQ�RI�(QHUJ\�6XSSO\���$V�SDUW�RI�WKLV�LQLWLDWLYH�ZH�VKDOO�EH�ORRNLQJ�DW�EHVW
SUDFWLFH�PRGHOV�RI�RWKHU�VHUYLFH�SURYLGHUV�H�J��ILQDQFLDO�VHUYLFHV�DQG�WKH�WUDYHO�LQGXVWU\�
:H�VKDOO�NHHS�2IJHP�LQIRUPHG�RI�SURJUHVV�DQG�UHLWHUDWH�RXU�UHTXHVW�IRU�HDUO\
FRQVXOWDWLRQ�DQG�FORVH�FR�RSHUDWLRQ�ZLWK�WKH�(5$�DQG�LWV�PHPEHUV�ZLWK�WKH�HPSKDVLV�RQ
WKH�SUDFWLFDOLWLHV�RI�LPSOHPHQWDWLRQ�

���5HJXODWLQJ�QHWZRUN�PRQRSROLHV
:H�ZHOFRPH�2IJHP¶V�FRPPLWPHQW�WR�UHJXODWLRQ�WKDW�ZKHUH�SUDFWLFDO�IRFXVHV�RQ�ZKDW
VXSSOLHUV�GHOLYHU�LQ�WHUPV�RI�VHUYLFHV�QRW�KRZ�WKH�VHUYLFHV�DUH�GHOLYHUHG���,Q�RWKHU�VHFWRUV
±�SDUWLFXODUO\�ZLWK�UHJDUG�WR�HQYLURQPHQWDO�OHJLVODWLRQ���UHJXODWLRQ�KDV�EHHQ�LQHIIHFWLYH
EHFDXVH�WKHUH�ZDV�QR�LQIUDVWUXFWXUH�LQ�SODFH�WR�LPSOHPHQW�LW�
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���+HOSLQJ�SURWHFW�VHFXULW\�RI�%ULWDLQ
V�HQHUJ\�VXSSOLHV
(QHUJ\�VXSSOLHUV�FRQWLQXH�WR�ZRUN�FORVH�ZLWK�'LVWULEXWLRQ�1HWZRUNV�2SHUDWRUV�DQG�WKH
(5$�KDV�FORVH�OLQNV�ZLWK�WKH�QHZ�UHSUHVHQWDWLYH�WUDGH�ERG\��WKH�(QHUJ\�1HWZRUNV
$VVRFLDWLRQ�

���$�OHDGLQJ�YRLFH�LQ�(XURSH
7KH�(5$�ZHOFRPHV�WKH�IXUWKHU�HQJDJHPHQW�RI�2IJHP�RQ�(XURSHDQ�OHJLVODWLRQ����:H
ZRXOG�H[SHFW�2IJHP�LQ�SDUWLFXODU�WR�UHSUHVHQW�8.�LQWHUHVW�RQ�WKH�SURSRVHG�(QHUJ\
6HUYLFHV�'LUHFWLYH���7KH�8.�KDV�VWUXJJOHG�LQ�WKH�SDVW�WR�PHHW�WKH�UHTXLUHPHQWV�RI�(8
OHJLVODWLRQ�EHFDXVH�LW�ZDV�LQFRPSDWLEOH�ZLWK�FXUUHQW�EXVLQHVV�SUDFWLFH���:H�DUH�DOVR
FRQFHUQHG�WKDW�WKH�8.�FRQWLQXHV�WR�JROG�SODWH�UHJXODWLRQV��ZKLFK�LV�D�GXSOLFDWLRQ�RI�HIIRUW
DQG�DQ�XQQHFHVVDU\�FRVW�WR�EXVLQHVV�

���+HOSLQJ�SURWHFW�WKH�HQYLURQPHQW
:H�VKDUH�WKH�YLHZ�WKDW�IXWXUH�HQYLURQPHQWDO�SROLF\�VKRXOG�EH�GHOLYHUHG�LQ�OLQH�ZLWK
FRPSDWLEOH�FRPSHWLWLYH�HQHUJ\�PDUNHWV�
7KH�(5$�DQG�LWV�PHPEHUV�DUH�FRPPLWWHG�WR�LPSURYLQJ�HQHUJ\�HIILFLHQF\�LQ�WKH�8.���:H
DUH�FXUUHQWO\�QHJRWLDWLQJ�WKH�EHVW�ZD\�WR�PHHW�WKH�GHPDQGV�RI�WKH�(QHUJ\�(IILFLHQF\
&RPPLWPHQW�LQ���������$OO�HQHUJ\�VXSSOLHUV�SURYLGH�LQIRUPDWLRQ�RQ�VDYLQJ�HQHUJ\�WR
WKHLU�FXVWRPHUV���2IJHP¶V�UHFHQW�VXUYH\�FRPPHQGHG�WKH�LQGXVWU\�RQ�WKH�LPSURYHPHQWV
PDGH�WR�SURYLGH�HQHUJ\�HIILFLHQF\�DGYLFH���:H�ZLOO�VHHN�WR�EXLOG�RQ�WKLV�
:H�QRWH�WKH�SURSRVDO�WR�H[SORUH�ZLWK�VXSSOLHUV�WKH�SURYLVLRQ�RI�FOHDUHU�LQIRUPDWLRQ�WKDW
DOORZV�WKH�FXVWRPHU�WR�FKRRVH�WKHLU�HQHUJ\�VXSSOLHU�WKURXJK�LPSURYHPHQWV�LQ�ELOOV�
PHWHUV��ZHEVLWHV���:H�ZRXOG�H[SHFW�WR�EH�NHSW�LQIRUPHG�RI�WKLV�ZRUN�
,W�LV�WRR�HDUO\�WR�HYDOXDWH�WKH�LPSDFW�RI�WKH�UHFHQW�FKDQJHV�LQ�WKH����GD\�UXOH�DQG�WKH�OLQN
WR�HQHUJ\�VHUYLFHV���5HOD[LQJ�WKH�UXOH�DOORZV�WKH�LQGXVWU\�WR�EH�PRUH�LQQRYDWLYH��ZKLFK
SURYLGHV�DGGHG�YDOXH�WR�WKH�FRQVXPHU���+RZHYHU��ZH�ZRXOG�FDXWLRQ�WKDW�QRW�DOO�VXSSOLHUV
ZLOO�RSW�WR�GHYHORS�WKLV�VHUYLFH�GHSHQGLQJ�RQ�WKH�FRPPHUFLDO�DGYDQWDJH�
&RPPXQLFDWLQJ�PHVVDJHV�WR�SHUVXDGH�FRQVXPHUV�WR�XVH�OHVV�HQHUJ\�LQ�RUGHU�WR�UHGXFH
FDUERQ�HPLVVLRQV�LV�D�PDWWHU�IRU�JRYHUQPHQW�IXQGHG�DJHQFLHV�VXFK�DV�WKH�(QHUJ\�6DYLQJV
7UXVW���(QHUJ\�VXSSOLHUV�DUH�NHHQ�WR�SOD\�WKHLU�SDUW��EXW�ZKHUH�WKH�*RYHUQPHQW�ZLVKHV
LQGXVWU\�WR�GHYHORS�HQHUJ\�HIILFLHQF\�VHUYLFHV�IRU�ZKLFK�WKHUH�LV�QR�PDUNHW��LW�PXVW
GHYHORS�ILVFDO�LQFHQWLYHV���7KH�(QHUJ\�6DYLQJV�7UXVW�DJUHHV�WKDW�ILVFDO�LQFHQWLYHV�DUH
LPSRUWDQW�WR�HQFRXUDJH�HQHUJ\�HIILFLHQF\����6LPLODUO\��VHWWLQJ�HQHUJ\�HIILFLHQF\�WDUJHWV
WKDW�DUH�XQUHDOLVWLF�EHFDXVH�RI�FRQVXPHU�DSDWK\�RU�LPSUDFWLFDOLW\�LV�FRXQWHUSURGXFWLYH
EHFDXVH�ZKHQ�WDUJHWV�DUH�QRW�PHW�LW�JLYHV�WKH�LPSUHVVLRQ�WKDW�WKLV�LV�GXH�WR�D�IDLOXUH�LQ
HIIRUW�E\�WKH�LQGXVWU\����)RU�H[DPSOH��WKHUH�LV�QR�GLUHFW�FRUUHODWLRQ�EHWZHHQ�RIIHULQJ
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HQHUJ\�HIILFLHQF\�DGYLFH�DQG�HQHUJ\�FRQVXPSWLRQ���)RU�PRVW�FRQVXPHUV�WKH�GHWHUPLQDQW
LV�WKH�FRVW�RI�LPSURYHPHQW�PHDVXUHV�
)RU�EXVLQHVVHV�WR�LQYHVW�WKH�ODUJH�VXPV�UHTXLUHG�IRU�HQHUJ\�HIILFLHQF\�LW�LV�HVVHQWLDO�IRU
WKHUH�WR�EH�D�GHJUHH�RI�FHUWDLQW\�RYHU�WLPH���7KH�(5$�LV�SURSRVLQJ�WKDW�WKH�((&�WDUJHWV
VKRXOG�EH�VHW�IRU�VL[�\HDUV��ZLWK�D�UHYLHZ�RI�WKH�FULWHULD�DW�WKUHH�\HDUV�

���+HOSLQJ�WDFNOH�IXHO�SRYHUW\
:H�UHFRJQLVH�WKDW�2IJHP�KDV�D�VWDWXWRU\�GXW\�WR�KHOS�YXOQHUDEOH�JURXSV����:H�VXSSRUW�WKH
FRPPLWPHQW�WR�UHPRYH�EDUULHUV�WR�LQQRYDWLRQ���:H�ZRXOG�OLNH�WR�H[SORUH�IXUWKHU�WKH
RSWLRQV�IRU�EURDGHQLQJ�WKH�XVH�RI�SUH�SD\PHQW�PHWHUV�SDUWLFXODUO\�UHJDUGLQJ�SD\PHQW�RI
JDV�DQG�HOHFWULFLW\�DORQJ�ZLWK�RWKHU�VHUYLFHV��WKURXJK�D�VLQJOH�PHWHU���,W�LV�DOVR�LPSRUWDQW
WKDW�VXSSOLHUV�FRQWLQXH�WR�EH�FRQVXOWHG�ZLWK�WKH�LQYROYHPHQW�RI�WKH�(5$�RQ�PHDVXUHV�WR
UHGXFH�LQFLGHQWV�RI�VHOI�GLVFRQQHFWLRQ�
+RZHYHU��SUH�SD\PHQW�PHWHUV�DUH�QRW�RQO\�XVHG�E\�FXVWRPHUV�ZKR�DUH�LQ�GHEW�RU�IXHO
SRRU��3UH�SD\PHQW�PHWHUV�DUH�RIWHQ�UHTXHVWHG�E\�FXVWRPHUV�ZKR�SUHIHU�WR�EXGJHW�WKHLU
IXHO�H[SHQGLWXUH��SUHIHUULQJ�D�µSD\�DV�\RX�JR¶�RSWLRQ��&XVWRPHUV�ZKR�DUH�LQ�GHEW�DUH
SODFHG�RQ�D�SUH�SD\PHQW�RSWLRQ��LI�RWKHU�SD\PHQW�RSWLRQV�DUH�QRW�VXLWDEOH�
7KH�GLIIHUHQFH�LQ�SULFH�EHWZHHQ�GLUHFW�GHELW�DQG�SUH�SD\PHQW�LV�GXH�WR�PDQ\�IDFWRUV�
:KLOVW�VXSSOLHUV�WU\�WR�EH�SULFH�FRPSHWLWLYH��LW�FRVWV�DURXQG�WZLFH�DV�PXFK�WR�VHUYLFH�D
SUH�SD\PHQW�PHWHU�WKDQ�D�GLUHFW�GHELW�FXVWRPHU�EHFDXVH�RI�WKH�QHHG�WR�LQVWDOO�DQG�VHUYLFH
WKH�PHWHU��LVVXH�SD\PHQW�FDUGV�DQG�VHW�XS�SD\PHQW�SRLQWV��&XVWRPHUV�DUH�RIIHUHG
DOWHUQDWLYH�ZD\V�LQ�ZKLFK�WR�SD\�WKHLU�ELOOV�VXFK�DV�EXGJHW�VFKHPHV�ZKHUH�WKH�FXVWRPHU
SD\V�D�OLWWOH�HDFK�ZHHN�GHSHQGLQJ�RQ�WKHLU�LQFRPH�DQG�XVDJH��&XVWRPHUV�ZKR�FDQ�SD\�D
UHJXODU�ELOO�DUH�QRW�DFWLYHO\�HQFRXUDJHG�WR�WDNH�RQ�D�SUH�SD\PHQW�PHWHU�EHFDXVH��DV
H[SODLQHG�DERYH��WKH�FRVWV�DUH�VOLJKWO\�KLJKHU�
7KH�(5$�LV�ZRUNLQJ�ZLWK�RWKHU�DJHQFLHV��VXFK�DV�1$&$%�WR�LGHQWLI\�ZD\V�WR�DVVLVW�WKRVH
LQ�IXHO�SRYHUW\����6RPH�VXSSOLHUV�KDYH�VSHFLDO�WDULIIV�IRU�ROGHU�RU�ORZ�LQFRPH�FXVWRPHUV�
2WKHUV�RIIHU�FKHFNV�RQ�HQWLWOHPHQW�WR�EHQHILWV��VHFXULW\�GHYLFHV��DQG�ZRUN�ZLWK�FKDULWLHV
WR�GHYHORS�WKH�PRVW�HIIHFWLYH�PHDVXUHV�WR�KHOS�WKH�IXHO�SRRU�
7KHUH�LV�QR�FRPPHUFLDO�DGYDQWDJH�WR�PDLQWDLQLQJ�D�EDQN�RI�FXVWRPHUV�ZKR�DUH�LQ�GHEW
DQG�GHEW�SUHYHQWLRQ�LV�D�NH\�SDUW�RI�HQHUJ\�VXSSOLHUV¶�RSHUDWLRQV���7KH�(5$�KDV�LGHQWLILHG
GHEW�DV�RQH�RI�LWV�ILUVW�\HDU�SULRULW\�LVVXHV�DQG�D�SRVLWLRQ�SDSHU�ZLOO�EH�SXEOLVKHG�ODWHU�LQ
WKH�\HDU���7KHUH�DUH�D�UDQJH�RI�RWKHU�SD\PHQW�RSWLRQV�EHVLGHV�SUH�SD\PHQW�PHWHUV�DQG
FXVWRPHUV�LQ�QHHG�RI�KHOS�DUH�GLUHFWHG�WRZDUGV�D�UDQJH�RI�HQHUJ\�VDYLQJ�JUDQWV�DQG�DGYLFH
VR�WKDW�ELOOV�FDQ�EH�NHSW�ORZ��(QHUJ\�VXSSOLHUV�DUH�GHYHORSLQJ�VWUDWHJLHV�WR�FRPPXQLFDWH
PRUH�HIIHFWLYHO\�DGYLFH�RQ�PRQH\�PDQDJHPHQW�DQG�HQHUJ\�HIILFLHQF\�
7KH�(5$�LV�FXUUHQWO\�UHYLHZLQJ�WKH�SURJUHVV�RI�WKH�&XVWRPHU�7UDQVIHU�3URJUDPPH�DV�D
PDWWHU�RI�SULRULW\���:H�DUH�DZDUH�WKDW��DOWKRXJK�WKHUH�LV�QR�FRPSHWLWLYH�DGYDQWDJH��WKH



�

SURFHVV�RI�VZLWFKLQJ�KDV�EHHQ�LPSURYHG�EXW�WKHUH�LV�PRUH�ZRUN�WR�GR�EHFDXVH�VRPH
FXVWRPHUV�DUH�VWLOO�HQFRXQWHULQJ�GLIILFXOWLHV�ZKHQ�WKH\�FKDQJH�WKHLU�VXSSOLHU����7KH�(5$
LV�PDQDJLQJ�SURMHFW�JURXS�WR�FRQVLGHU�WKLV�DQG�ZLOO�UHSRUW�LWV�SURJUHVV�
:H�QRWH�2IJHP¶V�REMHFWLYH�WR�LPSURYH�HQHUJ\�HIILFLHQF\�WR�DOOHYLDWH�IXHO�SRYHUW\���7KH
(QHUJ\�(IILFLHQF\�&RPPLWPHQW�LV�DQ�HQHUJ\�HIILFLHQF\�WDUJHW�OLQNHG�WR�FDUERQ�UHGXFWLRQ�
QRW�VSHFLILFDOO\�D�IXHO�SRYHUW\�WDUJHW��$OWKRXJK�HQHUJ\�HIILFLHQF\�FDQ�KHOS�DOOHYLDWH�IXHO
SRYHUW\��WKH�LVVXHV�VKRXOG�EH�NHSW�GLVWLQFW���7KH�LQGXVWU\�QHHGV�WKH�ZLGHVW�IOH[LELOLW\�LQ
RUGHU�WR�GHOLYHU�LWV�WDUJHWV�EXW�DOVR�EHOLHYHV�WKDW�ILVFDO�LQFHQWLYHV�DUH�UHTXLUHG�WR�LQIOXHQFH
FRQVXPHU�GHPDQG���7KH�LQGXVWU\�FRQWLQXHV�WR�DGGUHVV�SUREOHPV�LQ�KRXVLQJ�VWRFN�YLD�WKH
((&�SURJUDPPH���+RZHYHU��LW�LV�IRU�WKH�*RYHUQPHQW�WR�HQVXUH�KRXVHKROG�LQFRPHV�GR�QRW
GURS�ORZ�HQRXJK�WR�FDXVH�IXHO�SRYHUW\�

���,PSURYLQJ�2IJHP¶V�HIILFLHQF\�DQG�HIIHFWLYHQHVV
7KH�HVWDEOLVKPHQW�RI�WKH�(5$�LV�WR�VRPH��D�UHVSRQVH�WR�WKH�LQFUHDVLQJ�QXPEHU�RI
FRQVXOWDWLRQV�DQG�UHJXODWRU\�FRQWUROV�WKDW�DUH�SURSRVHG���6LQFH�WKH�PHUJHU�RI�2IJDV�DQG
2))(5�WKH�LQGXVWU\�KDV�REVHUYHG�D�WKUHH�IROG�LQFUHDVH�LQ�2IJHP�GRFXPHQWV�WKDW�UHTXLUH
D�UHVSRQVH��2IJHP�FXUUHQWO\�SURGXFHV�PRUH�SDSHUV�WKDQ�DQ\�(XURSHDQ�UHJXODWRU���:H
DFFHSW�WKDW�PRUH�WUDQVSDUHQF\�DQG�HIIHFWLYH�FRQVXOWDWLRQ�KDV�FUHDWHG�DQ�DGGLWLRQDO
ZRUNVWUHDP��EXW�ZH�DUH�FRQFHUQHG�WKDW�LPSURYHG�FRPSHWLWLRQ�KDV�QRW�OHG�WR�D�UHGXFWLRQ�LQ
2IJHP¶V�FRVWV���:H�EHOLHYH�WKDW�2IJHP¶V�JURZLQJ�EXGJHW��SDUWLFXODUO\�RQ�VXSSO\�LVVXHV�
GRHV�QRW�UHIOHFW�WKH�LPSURYHPHQWV�LQ�HIILFLHQF\�DQG�VWUHDPOLQLQJ�RI�IXQFWLRQV�WKDW�KDYH
EHHQ�GHPRQVWUDWHG�LQ�RWKHU�SDUWV�RI�WKH�HQHUJ\�LQGXVWU\�
2YHUDOO��ZH�EHOLHYH�WKDW�2IJHP¶V�HIILFLHQF\�DQG�HIIHFWLYHQHVV�ZLOO�EHQHILW�IURP�D�FORVH
ZRUNLQJ�UHODWLRQVKLS�ZLWK�WKH�(5$���0XFK�RI�2IJHP¶V�SROLF\�DJHQGD�LV�GLUHFWO\�OLQNHG�WR
WKH�(5$�REMHFWLYHV�IRU��������2XU�DLP�LV�WR�SURPRWH�DQ�HQHUJ\�PDUNHW�WKDW�SURYLGHV�WKH
EHQHILWV�RI�D�FRPSHWLWLYH�PDUNHW�WR�DOO�FRQVXPHUV���7KH�PRVW�HIIHFWLYH�ZD\�WR�DFKLHYH�WKLV
LV�WKURXJK�HDUO\�DQG�UHVSRQVLYH�FRQVXOWDWLRQ�ZLWK�WKH�LQGXVWU\�
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