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� Wkh dxwkruv duh surihvvru ri Hfrqrplfv dw Jhrujh Zdvklqjwrq Xqlyhuvlw| dqg vwd� hfrqrplvw dw wkh
Zruog Edqn/ uhvshfwlyho|1 Wklv sdshu zdv zulwwhq zkloh Judflhod O1 Ndplqvn| zdv d vwd� hfrqrplvw dw wkh
Erdug ri Jryhuqruv ri wkh Ihghudo Uhvhuyh V|vwhp1 Wkh ylhzv lq wklv sdshu duh vroho| wkh uhvsrqvlelolw| ri
wkh dxwkruv dqg vkrxog qrw eh lqwhusuhwhg dv uh�hfwlqj wkh ylhzv ri wkh Erdug ri Jryhuqruv ri wkh Ihghudo
Uhvhuyh V|vwhp ru wkh Zruog Edqn/ ru ri dq| rwkhu shuvrq dvvrfldwhg zlwk wkhvh lqvwlwxwlrqv1 Zh kdyh
ehqh�whg iurp lqvljkwixo glvfxvvlrqv zlwk Vwmlq Fodhvvhqv/ Kdol Hglvrq/ Lodq Jrogidmq/ Dduw Nudd|/ Nhhv
Nrhglmn/ Pdwwkhz Sulwvnhu/ dqg Dqwkrq| Ulfkdugv1 Zh wkdqn Pdwwhr Flffduhool/ Sxvkdq Gxww/ Ehuqdghwwh
U|dq/ Duxq Vkdupd/ dqg Mrq Wrqj zkr khoshg xv zlwk h{fhoohqw uhvhdufk dvvlvwdqfh dw gl�huhqw vwdjhv ri
wkh surmhfw dqg Hxqj Mx Nlp iru klv khos lq froohfwlqj wkh qhzv1 Zh dovr wkdqn vhplqdu sduwlflsdqwv dw
Wkh Zruog Edqn/ wkh Dqqxdo Phhwlqj ri wkh Odwlq Dphulfdq dqg Fduleehdq Dvvrfldwlrq +Exhqrv Dluhv/
Rfwrehu 4<<;/ dqg wkh Frqihuhqfh Shuvshfwlyhv rq wkh Ilqdqfldo Fulvlv lq Dvld +Qhz \run/ Rfwrehu 4<<;,
dqg dq dqrq|prxv uhihuhh iru yhu| khosixo frpphqwv1 Wkh Zruog Edqn Uhvhdufk Frpplwwhh nlqgo| surylghg
�qdqfldo vxssruw iru wkh sdshu1



~ 4 ~

41 Lqwurgxfwlrq

Wkh Dvldq fulvlv kdv uhvxuuhfwhg rqfh djdlq/ dqg hyhq pruh lqwhqvho|/ wkh ghedwh derxw wkh

ruljlqv ri fulvhv dqg wkh ehkdylru ri lqyhvwruv dw wkh rqvhw ri �qdqfldo wxuprlov1 Pdq| kdyh dujxhg

lq idyru ri d _ixqgdphqwdov% dssurdfk1 Wkdw lv/ fulvhv rffxu zkhq wkh hfrqrp| lv lq d vwdwh ri

glvwuhvv zlwk d ghwhulrudwlqj fxuuhqw dffrxqw/ d jurzwk vorzgrzq ru hyhq d ghhs uhfhvvlrq/ wkh

exuvwlqj ri vwrfn dqg uhdo vwdwh sulfh exeeohv/ dqg vkruw0whup iruhljq ghew uhdfklqj gdqjhurxv

ohyhov +vhh/ iru h{dpsoh/ Fruvhwwl/ Shvhqwl/ dqg Urxelql/ 4<<;> Ndplqvn|/ 4<<;> dqg Nuxjpdq/

4<:<,1 Pdq| rwkhuv kdyh dujxhg lq idyru ri vhoi0ixo�oolqj fulvhv zlwk froodsvhv ri wkh shjv hyhq lq

frxqwulhv zlwk lppdfxodwh pdunhw ixqgdphqwdov +vhh/ iru h{dpsoh/ Hlfkhqjuhhq dqgZ|sorv}/ 4<<6/

dqg Revwihog/ 4<<9,1 Hyhq iru wkrvh wkdw vxssruw wkh _ixqgdphqwdov% dssurdfk wr wkh fulvlv/ lw lv

yhu| gl�fxow wr slqsrlqw wkh h{dfw wlplqj ri wkh fulvlv edvhg mxvw rq wkh ehkdylru ri ixqgdphqwdov

+vhh/ iru h{dpsoh/ Ndplqvn| dqg Uhlqkduw/ 4<<9,1 Zkloh prvw ri wkh _ixqgdphqwdolvwv% dujxh wkdw

h{whqghg fuhglw lv dw wkh fruh ri fulvhv/� wkh| kdyh wr frqfhgh/ olnh Nlqgohehujhu +4<:;,/ wkdw wkh

ixho wkdw ljqlwhv d fulvlv _pd| eh vrph lqflghqw zklfk vqdsv wkh frq�ghqfh ri wkh v|vwhp ^dqg`

pdnhv shrsoh wklqn ri wkh gdqjhuv ri idloxuh% +sdjh 43:,1 Wkdw lv/ uxpruv pd| eh wkh wuljjhu wr d

vshfxodwlyh dwwdfn1

Lq wkh qhz olwhudwxuh ri wkh 4<<3v/ uxpruv wdnh d olih ri wkhlu rzq/ zlwk udwlrqdo lqyhvwruv qrw

frq�uplqj uxpruv dqg iroorzlqj wkh khug1 Lq wklv qhz iudphzrun/ vshfxodwlyh dwwdfnv rffxu hyhq

zkhq pdunhw ixqgdphqwdov duh qrw ghwhulrudwlqj/ dv lq wkh ixqgdphqwdov dssurdfk/ dqg hyhq zkhq

jryhuqphqwv duh qrw ydolgdwlqj h{shfwdwlrqv/ dv lq wkh vhoi0ixo�oolqj dwwdfn olwhudwxuh1 Wkh qhz

olwhudwxuh rq khuglqj ehkdylru vwduwv zlwk wkh k|srwkhvlv wkdw lw lv frvwo| wr dftxluh lqirupdwlrq1

Wkhvh lqirupdwlrq iulfwlrqv fdq pdnh lqyhvwruv iroorz wkh pdunhw/ udwkhu wkdq wdnh wkh wlph dqg

h{shqvh wr pdnh wkhlu rzq dvvhvvphqwv derxw pdunhw ixqgdphqwdov +vhh/ iru h{dpsoh/ Edqhumhh/

4<<5,1 Wkh _khuglqj% ehkdylru dssurdfk kdv dovr vxssruwhuv lq lqwhuqdwlrqdo hfrqrplfv1 Iru

� Wkh vrxufh ri h{whqghg fuhglw ydulhv dfurvv prghov1 Iru h{dpsoh/ Nuxjpdq +4<:<, irfxvhv rq wkh
prqhwl}dwlrq ri jryhuqphqw gh�flwv zkloh PfNlqqrq dqg Sloo +4<<7, vwuhvv wkh uroh ri iruhljq fdslwdo lq�rzv
fkdqqhohg wkurxjk grphvwlf edqnv/ ghsrvlw lqvxudqfh/ prudo kd}dug/ dqg ryhuohqglqj1
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h{dpsoh/ Fdoyr dqg Phqgr}d +4<<8, dujxh wkdw wkh yrodwlolw| ri fdslwdo dw wkh rqvhw ri wkh Ph{lfdq

fulvlv lq 4<<7 fdq eh h{sodlqhg/ lq sduw/ e| khuglqj ehkdylru1

Wkh srvvlelolw| wkdw udwlrqdo lqyhvwruv wdnh sruwirolr ghflvlrqv zlwkrxw sd|lqj wrr pxfk dwwhq0

wlrq wr wkh vwdwh ri wkh hfrqrp| pd| eh dw wkh edvh ri wkh _h{fhvv yrodwlolw|% ri �qdqfldo pdunhwv1

Vwloo/ wkhuh fdq eh gl�huhqw phfkdqlvpv dqg frqglwlrqv wkdw jhqhudwh wklv zhdn uhodwlrq ehwzhhq

pdunhw ixqgdphqwdov dqg fdslwdo �rzv1 Iru h{dpsoh/ Fdoyr dqg Phqgr}d +4<<:, irfxv rq wkh

h�hfwv ri wkh joredol}dwlrq ri �qdqfldo pdunhwv1 Lq wkdw sdshu/ dv wkh qxpehu ri pdunhwv jurzv dqg

wkh vkduh ri wkdw frxqwu|*v dvvhwv lq wkh lqyhvwru*v sruwirolr ghfolqhv/ wkh sd|r� ri jdwkhulqj lqiru0

pdwlrq rq frxqwu|0vshfl�f lqirupdwlrq ehfrphv vpdoohu dqg wkh lqfhqwlyhv iru khuglqj ehkdylru

jurz vwurqjhu1

Lq Uljrerq +4<<;, lqyhvwruv duh dovr frqixvhg derxw wkh wuxh ixqgdphqwdov ~wkh| gr qrw nqrz

wkh surgxfwlylw| ri wkh grphvwlf fdslwdo~ dqg wkxv idfh d vljqdo h{wudfwlrq sureohp zkhq pdnlqj

wkhlu lqyhvwphqw ghflvlrqv1 Lq wklv sdshu/ djhqwv revhuyh d vljqdo hyhu| shulrg/ zlwk wkh txdolw| ri

wkh vljqdo ghshqglqj rq wkh ohyho ri lqyhvwphqw1 Lq sduwlfxodu/ lw lv dvvxphg wkdw wkh txdolw| ri

d jrrg vljqdo ghfolqhv zlwk wkh ohyho ri lqyhvwphqw1 Wkh lqwxlwlrq ehklqg wklv dvvxpswlrq/ dv wkh

dxwkru ghvfulehv lw/ lv wkdw dq hfrqrp| pljkw eh errplqj/ qrw ehfdxvh lwv ixqgdphqwdov duh jrrg/

exw ehfdxvh djhqwv* dfwlrqv duh ixholqj wkh hfrqrp|1 Wkxv/ jrrg vljqdov duh lqirupdwlyh dw wkh

rqvhw ri d errp lq lqyhvwphqw dqg ehfrph ohvv lqirupdwlyh dv wkh errp lq lqyhvwphqw pdwxuhv1

Vlploduo|/ edg vljqdov duh lqirupdwlyh dw wkh rqvhw ri d uhfhvvlrq exw dv wkh uhfhvvlrq surjuhvvhv/

wkh| dovr ehfrph ohvv lqirupdwlyh1

Lq Nrguhv dqg Sulwvnhu +4<<;,/ lqirupdwlrq dv|pphwulhv dqg wkh delolw| wr furvv0khgjh xvlqj

rwkhu dvvhw pdunhwv duh dw wkh urrw ri �qdqfldo frqwdjlrq/ zlwk lqwhuqdwlrqdo pdunhw frpryhphqw

rffxuulqj lq wkh devhqfh ri dq| uhohydqw lqirupdwlrq dqg hyhq lq wkh devhqfh ri gluhfw frpprq

idfwruv dfurvv frxqwulhv1 Iru h{dpsoh/ d qhjdwlyh vkrfn wr rqh frxqwu| fdq ohdg lqiruphg lqyhvwruv

wr vhoo wkdw frxqwu|*v dvvhwv dqg ex| dvvhwv ri dqrwkhu frxqwu|/ lqfuhdvlqj wkhlu h{srvxuh wr wkh lg0

lrv|qfudwlf idfwru ri wkh vhfrqg frxqwu|1 Lqyhvwruv fdq khgjh wklv qhz srvlwlrq e| vhoolqj wkh dvvhwv
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ri d wklug frxqwu|/ frpsohwlqj wkh fkdlq ri frqwdjlrq iurp wkh �uvw frxqwu| wr wkh wklug frxqwu|1

Lqirupdwlrq dv|pphwulhv fdq juhdwo| pdjqli| wklv frqwdjlrq h�hfw1 Wklv lv ehfdxvh xqlqiruphg

lqyhvwruv gr qrw nqrz zkhwkhu wkh ghpdqg fkdqjhv wkdw wkh| revhuyh zlwklq d pdunhw iroorzlqj d

vkrfn duh gxh wr wkh khgjlqj ri pdfurhfrqrplf ulvn dfurvv pdunhwv/ ru gxh wr lqiruphg lqyhvwruv

wudglqj rq sulydwh lqirupdwlrq zlwklq wkh pdunhw1 Lqwhuhvwlqjo|/ wklv prgho dovr vxjjhvwv dq h{0

sodqdwlrq iru zk| �qdqfldo pdunhwv kdyh ehhq pruh vxvfhswleoh wr frqwdjlrq diwhu dq rxweuhdn ri

edqnlqj dqg �qdqfldo fulvhv/ dv kdv ehhq wkh fdvh lq Dvld lq 4<<:1 Wkh uhdvrq olhv/ dv glvfxvvhg

e| Nrguhv dqg Sulwvnhu/ lq wkh lqfuhdvh lq lqirupdwlrqdo dv|pphwulhv eurxjkw derxw e| wkh fro0

odsvh ri fuhglw pdunhwv1 Zkhq fuhglw pdunhwv duh qrw ixqfwlrqlqj surshuo|/ �upv* vxuylydo zloo eh

wljkwo| olqnhg wr wkhlu delolw| wr dffhvv hphujhqf| olqhv ri fuhglw1 Kdug wr rewdlq lqirupdwlrq rq

dowhuqdwlyh vrxufhv ri fuhglw pdnhv lqiruphg lqyhvwruv nqrzohgjh rq fuhglw pdunhwv yhu| ydoxdeoh

dqg dffhqwxdwhv lqirupdwlrqdo dv|pphwulhv dqg frqwdjlrq1 Lq frqwudvw/ lq wudqtxlo wlphv/ prvw

frpsdqlhv duh qrw fuhglw0frqvwudlqhg/ pdnlqj wkh lqirupdwlrqdo dgydqwdjh ri wkh lqiruphg wudghuv

ohvv fuxfldo1 Zlwk lqirupdwlrq dv|pphwulhv glplqlvklqj/ wkh pdjqlwxgh ri wkh frqwdjlrq h�hfwv

zloo idoo1

Wkh gl�huhqw wkhrulhv vxjjhvw ydu|lqj uhdfwlrqv ri �qdqfldo pdunhwv wr qhzv1 Dffruglqj wr wkh

k|srwkhvlv ri vhoi0ixo�oolqj dwwdfnv/ uxpruv/ rq dyhudjh/ kdyh shuvlvwhqw h�hfwv rq �qdqfldo pdunhwv

ehfdxvh jryhuqphqwv ydolgdwh uxpruv dqg lpsohphqw srolflhv wkdw ghwhulrudwh pdunhw ixqgdphqwdov1

Lq frqwudvw/ dffruglqj wr wkh ixqgdphqwdov dssurdfk/ uxpruv pd| kdyh ohvv shuvlvwhqw h�hfwv li wkh|

duh xquhodwhg wr pdunhw ixqgdphqwdov1 Khuglqj ehkdylru prghov dovr kdyh vrph suhglfwlrqv derxw

wkh lqfhqwlyhv wr dftxluh lqirupdwlrq1 Iru h{dpsoh/ lq Fdoyr dqg Phqgr}d +4<<:,/ lqyhvwruv kdyh

ohvv lqfhqwlyh wr jdwkhu jrrg qhzv lq d exoo pdunhw/ zlwk lqfhqwlyhv wr yhuli| jrrg qhzv lqfuhdvlqj lq

d ehdu pdunhw1 Khqfh/ jrrg uxpruv jhqhudwh pruh khuglqj ehkdylru dqg wkxv srvvleo| ryhu0uhdfwlrq

lq jrrg wlphv1

Zkloh wkhrulhv derxqg/ wkh hpslulfdo hylghqfh rq wkh surfhvv ri dftxlvlwlrq ri lqirupdwlrq lv

vwloo yhu| vfdufh1 Udwkhu wkdq olplwlqj rxu dqdo|vlv wr wkh whvw ri rqh sduwlfxodu prgho ri khuglqj
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ru ixqgdphqwdo ehkdylru ri lqyhvwruv/ wkh jrdo ri wklv sdshu lv wr �oo wkh yrlg lq wkh hpslulfdo

olwhudwxuh dqg h{dplqh wkh uhdfwlrq ri �qdqfldo pdunhwv wr qhzv/ hlwkhu uxpruv ru ixqgdphqwdov lq

fulvlv hslvrghv1 Suhvxpdeo|/ lw lv lq wkhvh hslvrghv zkhq frqwdjlrq h�hfwv frxog eh dw wkhlu shdn

+vhh/ Nrguhv dqg Sulwvnhu +4<<;,,1 Zh h{dplqh wkh Dvldq fulvlv iurp wkh ehjlqqlqj ri 4<<: xqwlo

wkh hqg ri Pd| 4<<;1 Lq sduwlfxodu/ zh irfxv rq wkh dqdo|vlv ri �qdqfldo pdunhwv ri qlqh frxqwulhv=

Krqj Nrqj/ Lqgrqhvld/ Mdsdq/ Nruhd/ Pdod|vld/ Sklolsslqhv/ Vlqjdsruh/ Wdlzdq/ dqg Wkdlodqg1 Dv

dozd|v gxulqj fulvlv wlphv/ wkh dprxqw ri gdlo| qhzv dqg uxpruv lqfuhdvhv gudpdwlfdoo| pdnlqj

lw kdug wr frqwuro iru hyhu| slhfh ri qhz lqirupdwlrq1 Wkxv/ lq rxu lqlwldo vwxg| ri wkh ehkdylru

ri �qdqfldo pdunhwv gxulqj wkh Dvldq fulvlv/ zh frqfhqwudwh rq wkh gd|v ri pdunhw mlwwhuv/ zklfk

zh gh�qh dv wkh wzhqw| odujhvw rqh0gd| fkdqjhv +grzqwxuqv ru xswxuqv, lq hdfk frxqwu|*v vwrfn

pdunhw sulfhv 1 Wklv uhgxfhv rxu vwxg| wr wkh dqdo|vlv ri mxvw rqh kxqguhg hljkw| gdlo| fkdqjhv lq

doo frxqwulhv lq rxu vdpsoh1

Zh uhylhz wkh frlqflghqw uhsruwv lq wkh lqwhuqdwlrqdo �qdqfldo suhvv wr h{dplqh wkh fdxvhv ri

wkh h{wuhph rqh0gd| pdunhw fkdqjhv1 Qhzv uhohdvhv derxw prqhwdu| dqg �vfdo srolflhv ru derxw

djuhhphqwv zlwk wkh Lqwhuqdwlrqdo Prqhwdu| Ixqg/ derxw wkh vwdwh ri wkh hfrqrp| ru hyhq derxw

srolwlfdo vwdelolw| duh dw wkh fruh ri pdunhw mlwwhuv1 Krzhyhu/ vrphwlphv pdunhw yrodwlolw| lqfuhdvhv

hyhq lq wkh devhqfh ri dq| qhzv1 Lqwhuhvwlqjo|/ pdunhw0prylqj qhzv uhohdvhv duh qrw dozd|v ri d

orfdo ruljlq/ vxjjhvwlqj vslooryhu h�hfwv dfurvv frxqwulhv1 Wklv sdshu h{dplqhv qrw rqo| wkh lpsdfw

h�hfw ri qhzv exw dovr wkh h�hfw ri qhzv ryhu wlph wr vhh zkhwkhu wkh odujhvw vzlqjv lq vwrfn sulfhv

lqglfdwh d fkdqjh lq wkh prrg ri lqyhvwruv1

Wkh uhvw ri wkh sdshu lv rujdql}hg dv iroorzv1 Wkh qh{w vhfwlrq suhvhqwv d vkruw fkurqrorj| ri

wkh fulvlv dqg uhsruwv wkh glvwulexwlrq ri wkh lqglylgxdo vwrfn uhwxuqv ryhu wkh vdpsoh dqg lq gd|v

ri pdunhw mlwwhuv1 Vhfwlrq 6 ghvfulehv rxu fodvvl�fdwlrq ri wkh qhzv1 Vhfwlrqv 7 dqg 8 duh wkh fruh

ri wkh sdshu dqg uhsruw doo wkh uhvxowv derxw zkdw wuljjhuv pdunhw mlwwhuv1 Vhfwlrq 9 frqfoxghv1
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51 D Fkdudfwhul}dwlrq ri Pdunhwv lq Fulvlv

Wr prwlydwh rxu fodvvl�fdwlrq ri wkh qhzv wkdw urfnv pdunhwv/ zh �uvw suhvhqw d eulhi fkurqrorj|

ri wkh fulvlv1 Qh{w/ zh ghvfuleh wkh glvwulexwlrq ri vwrfn pdunhw uhwxuqv gxulqj wkh fulvlv dqg lq

gd|v ri pdunhw mlwwhuv1

514 D Fkurqrorj| ri wkh Fulvlv2

Zkloh wkh r�fldo rqvhw ri wkh Dvldq fulvlv lv pdunhg e| wkh ghydoxdwlrq ri wkh Wkdl edkw rq

Mxo| 5/ 4<<:/ wkh vshfxodwlyh dwwdfn djdlqvw vrph ri wkh Dvldq fxuuhqflhv vwduwv hduolhu rq1 Iru

h{dpsoh/ wkh �uvw hslvrgh ri qrwdeoh suhvvxuh rq wkh Wkdl edkw rffxuuhg lq Mxo| 4<<9/ iroorzlqj wkh

froodsvh ri wkh Edqjnrn Edqn ri Frpphufh dqg wkh lqmhfwlrqv ri oltxlglw| e| wkh Edqn ri Wkdlodqg

wr vxssruw wkh �qdqfldo v|vwhp1 Wkh dwwdfn shdnv rq Pd| 47/ 4<<: dplg frqfhuqv ri srolwlfdo

lqvwdelolw|/ zlwk wkh vwrfn pdunhw ghfolqlqj doprvw : shufhqw1 Frqfhuqv derxw wkh edkw khljkwhq

rq Mxqh 4</ zkhq Wkdlodqg*v Ilqdqfh Plqlvwhu Yludyd ~d vxssruwhu ri wkh shj~ uhvljqv dqg wkh

vwrfn pdunhw vx�huv rqh ri wkh odujhvw ghfolqhv +derxw 44 shufhqw,1 Wkh vxvshqvlrq ri rshudwlrqv ri

49 fdvk0vwudsshg �qdqfh frpsdqlhv ixhov pruh zruulhv derxw wkh iudjlolw| ri wkh �qdqfldo vhfwru lq

Wkdlodqg dqg ohdgv wr ixuwkhu zlwkgudzdov ri iruhljq ixqgv/ zklfk lq wxuq wuljjhu wkh �rdwlqj ri wkh

Wkdl edkw rq Mxo| 51 Wkh dedqgrqphqw ri wkh shj lq Wkdlodqg lv iroorzhg e| d pruh iuhho| �rdw

ri wkh Sklolsslqhv shvr rq Mxo| 44 dqg wkh dedqgrqphqw ri wkh ghihqvh ri wkh Pdod|vldq ulqjlww rq

Mxo| 471

Zlwk wkh fulvlv vwloo frq�qhg wr wkhvh frxqwulhv/ yrodwlolw| lq �qdqfldo pdunhwv vxujhv gudpdw0

lfdoo|/ ixhohg lq sduw e| lq�dppdwru| vwdwhphqwv e| jryhuqphqw r�fldov1 Iru h{dpsoh/ rq Mxo|

57/ wkh ulqjjlw klwv d 6;0prqwk orz/ iroorzlqj Pdod|vldq Sulph Plqlvwhu Pdkdwklu elwwhu dwwdfn

rq _urjxh vshfxodwruv1% Exw pdunhw mlwwhuv duh dovr surpswhg e| wkh lqwurgxfwlrq +ru holplqd0

wlrq, ri uhvwulfwlrqv rq �qdqfldo pdunhw wudqvdfwlrqv1 Iru h{dpsoh/ rq Vhswhpehu 6/ wkh Pdod|vldq

2 Wklv vhfwlrq gudzv iurp Edlj dqg Jrogidmq +4<<;,> Iudqnho dqg Vfkpxnohu +4<<;,> Ndxipdq/ Phkuh}/
dqg Vfkpxnohu +4<<;,> Udghohw dqg Vdfkv +4<<;,> dqg Urxelql +4<<;,1
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jryhuqphqw edqv vkruw0vhoolqj rq htxlw| pdunhwv dqg lpsrvhv uhvwulfwlrqv rq iruzdug vdohv ri wkh

ulqjjlw/ zlwk wkh vwrfn pdunhw lq Nxdod Oxpsxu froodsvlqj derxw ; shufhqw1 Uhvwulfwlrqv duh sduwo|

uhpryhg rq Vhswhpehu 8/ ohdglqj wr d vwrfn pdunhw udoo| lq Pdod|vld dqg qhljkerulqj frxqwulhv1

Wkxv/ zkloh hfrqrplf iudjlolw| lv dw wkh fruh ri wkh fulvlv/ srolwlfdo xqfhuwdlqw| suryrnhv pruh

lqvwdelolw| lq �qdqfldo pdunhwv1

E| Dxjxvw 4<<:/ wkh fulvlv kdv hqjxoihg Lqgrqhvld/ zlwk wkh uxsldk vwduwlqj wr �rdw rq Dxjxvw

471 Lq Rfwrehu/ wkh fxuuhqf| fulvlv vsuhdgv wr Wdlzdq/ zlwk wkh ghydoxdwlrq ri wkh Wdlzdqhvh groodu

fuhdwlqj grxewv derxw wkh vxvwdlqdelolw| ri wkh Krqj Nrqj groodu shj1 Whqvlrq hvfdodwhv lq wkh

uhjlrq dqg lq d pdwwhu ri gd|v/ wkh Kdqj Vhqj lqgh{ orvhv derxw 63 shufhqw1� Wkh dqqrxqfhphqw

ri wkh �qdqfldo dlg sdfndjh iru Lqgrqhvld rq Qryhpehu 6 khosv wr uhvwruh fdop wr wkh uhjlrq1e

Krzhyhu/ wkh fdop lv qrw orqj odvwlqj dqg wkh fulvlv frqwlqxhv wr vsuhdg1 Qrz wkh hslfhqwhu ri wkh

fulvlv pryhv wr Nruhd/ zlwk vwrfnv froodsvlqj durxqg Dvld rq Qryhpehu : dv fxuuhqf| mlwwhuv vkrfn

Nruhd1 Rqo| wkh uhsruwv ohdglqj wr wkh dqqrxqfhphqw wkdw Nruhd zrxog vhhn d uhvfxh sdfndjh

iurp wkh LPI rq Qryhpehu 54 fdop pdunhwv vrphzkdw1 Krzhyhu/ wkh jdlqv duh vkruw0olyhg/ dv

wkh vwrfn pdunhw orvhv doo lwv jdlqv diwhu wkh dqqrxqfhphqw wdnhv sodfh dqg lw ehfrphv fohdu wkdw

jurzwk zloo froodsvh lq uhvsrqvh wr wkh lqfuhdvh lq wd{hv dqg vshqglqj fxwv uhtxluhg lq wkh LPI

edlorxw sdfndjh1

Dv wkh Nruhdq fulvlv frqwlqxhv wr ghhshq/ Mdsdq dovr vwduwv wr wdnh wkh fhqwhu ri wkh vwdjh

diwhu wkh dqqrxqfhphqw rq Qryhpehu 57 wkdw \dpdlfkl Vhfxulwlhv Fr1 Owg1/ wkh irxuwk odujhvw

vhfxulwlhv krxvh lq Mdsdq/ lv forvlqj lwv grruv1 Lq Ghfhpehu wkh fulvlv hvfdodwhv/ zlwk uxpruv wkdw

wkh Lqgrqhvldq Suhvlghqw Vxkduwr lv h{wuhpho| loo dqg frqfhuqv wkdw Nruhd*v �qdqfldo fulvlv frxog

ohdg wr d ghew prudwrulxp1 Rq Ghfhpehu 44/ Nruhdq �qdqfldo pdunhwv h{shulhqfh ixuwkhu ghfolqhv

� Lqwhuhvwlqjo|/ zkloh gxulqj wkh shulrg Rfwrehu 53 wr Qryhpehu 6 wkh Kdqj Vhqj lqgh{ h{shulhqfhv hljkw
ri wkh odujhvw �xfwxdwlrqv/ wkhuh lv edvlfdoo| d frpsohwh devhqfh ri dq| uhohydqw qhzv/ hfrqrplf ru srolwlfdo/
orfdo ru iruhljq/ h{sodlqlqj wkrvh pdunhw mlwwhuv1

e Rq wkdw gd|/ Krqj Nrqj vhhv vrph ri wkh prvw gudpdwlf jdlqv/ zlwk wkh Kdqj Vhqj lqgh{ ulvlqj derxw
9 shufhqw gxulqj wkh gd|1
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iroorzlqj Prrg|*v grzqjudgh ri Nruhd*v iruhljq fxuuhqf| erqgv1 Rq Ghfhpehu 4</ irrgvwx�

wudghu Wrvkrnx Owg �ohv iru edqnuxsf|/ udlvlqj wkh vshfwhu ri pruh wr iroorz/ dqg wkh Mdsdqhvh

vwrfn pdunhw froodsvhv1 E| hduo| Mdqxdu|/ Lqgrqhvld dggv wr wkh rqjrlqj sdqlf e| uhqhjlqj rq

surplvhg vwuxfwxudo uhirupv1

E| plg0Mdqxdu|/ vrphzkdw fdophu pdunhwv uhwxuq rq qhzv wkdw lqwhuqdwlrqdo edqnv kdyh

djuhhg wr uroo ryhu pxfk ri Nruhd*v vkruw0whup ghew dqg dv Nruhd lv xsjudghg e| lqwhuqdwlrqdo

fuhglw frpsdqlhv rq Mdqxdu| 4<1 Lqgrqhvld*v zloolqjqhvv wr djuhh wr d wrxjk LPI sdfndjh lv

dovr zhofrphg1 Djdlq/ fdop suryhv wr eh vkruw0olyhg dv Lqgrqhvld vwduwv wr �luw zlwk wkh lghd ri

lqwurgxflqj d fxuuhqf| erdug dqg wkh LPI pdnhv fohdu wkdw lv qrw jrlqj wr vxssruw wkh Lqgrqhvldq

sodqv wr shj wkh uxsldk wr wkh groodu1 Iurp Iheuxdu| rqzdugv xs wr wkh hqg ri Pd|/ pdunhwv gr

qrw vwdjh d frphedfn qru gr wkh| froodsvh/ zlwk pdunhwv udoo|lqj vrphzkdw rq wkh dqqrxqfhphqw

ri wudgh vxusoxvhv lq Wkdlodqg +Pdufk 46, dqg wxpeolqj rq qhzv ri xquhvw dqg orrwlqj lq Lqgrqhvld

+Pd| 9/ Pd| 4604;,1 Rxu vdpsoh hqgv lq Pd| zlwk wkh uhvljqdwlrq ri Suhvlghqw Vxkduwr1

515 Ilqdqfldo Pdunhwv lq Fulvlv= Uhwxuqv dqg Yrodwlolw|

Wkh fulvlv wkdw huxswv lq Wkdlodqg lq Mxo| 4<<: hqjxoiv/ zlwklq d frxsoh ri prqwkv/ Lqgrqh0

vld/ Krqj Nrqj/ Mdsdq/ Nruhd/ Pdod|vld/ wkh Sklolsslqhv/ Vlqjdsruh/ dqg Wdlzdq1 Wklv vhfwlrq

h{dplqhv wkh ehkdylru ri vwrfn pdunhwv lq wkhvh qlqh frxqwulhv1D

Dv lw lv wudglwlrqdo lq wkh hpslulfdo olwhudwxuh wkdw h{dplqhv wkh ehkdylru ri zruog0zlgh vwrfn

pdunhwv/ zh irfxv rxu dqdo|vlv rq wkh qdwlrqdo vwrfn lqglfhv ydoxhg lq X1V1 grooduv1 Wdeoh 4 surylghv

vrph vw|ol}hg hylghqfh rq wkh ehkdylru ri vwrfn pdunhwv lq wkhvh frxqwulhv lq wkh 4<<304<<9 shulrg

dqg vlqfh 4<<:1 Wkh wdeoh glvsod|v iru hdfk frxqwu| wkh phdq/ vwdqgdug ghyldwlrq/ plqlpxp/ dqg

pd{lpxp ri wkh gdlo| shufhqw fkdqjhv lq vwrfn pdunhw sulfhv1 Zkloh lq wkh hduo| 4<<3v/ vwrfn

D Wkh qlqh vwrfn lqglfhv lq wkh vdpsoh duh= Kdqj Vhqj Vwrfn Lqgh{ +Krqj Nrqj,/ Mdnduwd Frpsrvlwh
Lqgh{ +Lqgrqhvld,/ Qlnnhl 833 +Mdsdq,/ Nruhd Frpsrvlwh Lqgh{ +Nruhd,/ Nxdod Oxpsxu Lqgh{ +Pdod|vld,/
Sklolsslqhv Frpsrvlwh Lqgh{ +Sklolsslqhv,/ Vwrfn H{fkdqjh ri Vlqjdsruh Doo Lqgh{ +Vlqjdsruh,/ Wdlzdq
Zhljkwhg Lqgh{ +Wdlzdq,/ dqg wkh Vwrfn H{fkdqjh ri Wkdlodqg +Wkdlodqg,1
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pdunhwv lq Dvld vrdu/ lqfuhdvlqj derxw 3137 shufhqw rq dyhudjh shu gd|/ ehwzhhq Mdqxdu| 4<<: dqg

Pd| 4<<; wkh dyhudjh gdlo| fkdqjh lq wkhvh pdunhwv lv qhjdwlyh iru doo pdunhwv h{fhsw Wdlzdq1 Iru

lqvwdqfh/ vwrfn pdunhwv lq Lqgrqhvld/ Nruhd/ dqg Wkdlodqg ghfolqh dw dq dyhudjh 3186/ 3165/ dqg

315: shufhqw shu gd|/ uhvshfwlyho|1 Yrodwlolw| dovr vxujhv gudpdwlfdoo|1 Iru h{dpsoh/ wkh vwdqgdug

ghyldwlrq ri wkh gdlo| fkdqjhv lq sulfhv lqfuhdvhv iurp dq dyhudjh ri 417 shufhqw lq wkh hduo| 4<<3v

wr 51< shufhqw vlqfh Mdqxdu| 4<<:/ zlwk pd{lpxp gdlo| pryhv lqfuhdvlqj iurp dq dyhudjh ri ;13

shufhqw wr 4817 shufhqw ryhu doo frxqwulhv1 Zkloh yrodwlolw| lqfuhdvhv rq dyhudjh lq doo frxqwulhv lq

wkh uhjlrq/ Lqgrqhvldq dqg Nruhdq �qdqfldo pdunhwv duh wkh rqhv wkdw h{klelw pruh mlwwhu| �qdqfldo

pdunhwv/ zlwk gdlo| fkdqjhv uhdfklqj 53 shufhqw lq wkh fdvh ri Nruhd dqg derxw 5< shufhqw lq wkh

fdvh ri Lqgrqhvld1 Rqo| Wdlzdq h{klelwv ohvv yrodwlolw| vlqfh 4<<: zkhq frpsduhg wr wkh hduo|

4<<3v1

Iljxuh 4 sorwv vwrfn pdunhw sulfhv lq wkh qlqh frxqwulhv lq rxu vdpsoh1 Wkh �jxuh dovr vkrzv

wkh gd|v ri h{wuhph pdunhw yrodwlolw| iru hdfk frxqwu|/ wkh wzhqw| gd|v zlwk odujhvw +srvlwlyh ru

qhjdwlyh, gdlo| fkdqjhv lq wkh vwrfn pdunhw/ zklfk duh wkh irfxv ri rxu sdshu1 Qrwh wkdw pdunhw

mlwwhuv vwduw hduolhu lq Wkdlodqg/ zlwk derxw hljkw ri wkh odujhvw gdlo| fkdqjhv rffxuulqj ehiruh wkh

ehjlqqlqj ri Rfwrehu1 Lq frqwudvw/ Ghfhpehu 4<<: dqg Mdqxdu| 4<<; duh wkh prvw yrodwloh prqwkv

lq Nruhd/ zlwk wkluwhhq rxw ri wkh wzhqw| elj fkdqjhv wdnlqj sodfh gxulqj wkrvh prqwkv1 Wkh

froodsvh lq Lqgrqhvld vwduwv hyhq odwhu/ zlwk �iwhhq ri doo wkh wzhqw| odujhvw gdlo| fkdqjhv rffxuulqj

lq 4<<;1 Lqwhuhvwlqjo|/ zkloh wkhuh lv d surqrxqfhg qhjdwlyh wuhqg lq doo pdunhwv vlqfh 4<<:/ derxw

vhyhqw| vl{ ri wkh rqh kxqguhg dqg hljkw| odujhvw fkdqjhv duh srvlwlyh1 Wklv vxjjhvwv odujh uhyhuvdov

lq wkh prrg ri lqyhvwruv1 Lq idfw/ dv douhdg| vkrzq lq Wdeoh 4/ vwrfn pdunhw uhwxuqv lq gd|v ri

pdunhw mlwwhuv duh rq dyhudjh srvlwlyh iru derxw rqh wklug ri wkh frxqwulhv1

Sduw ri wkh lqfuhdvh lq yrodwlolw| lq wkh groodu ydoxh ri vwrfn sulfhv vlqfh 4<<: uh�hfwv yrodwlolw|

lq wkh h{fkdqjh udwh1 Wr h{dplqh wkh frqwulexwlrq ri h{fkdqjh udwh �xfwxdwlrqv wr wkh yrodwlolw|

ri wkh vwrfn pdunhw lqgh{ lq X1V1 grooduv/ zh ghfrpsrvh wkh gdlo| �xfwxdwlrqv lqwr pryhphqwv lq

wkh vwrfn lqgh{ lq orfdo fxuuhqf| dqg pryhphqwv lq wkh h{fkdqjh udwh1 Wkh erwwrp uljkw sdqho lq
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Iljxuh 4 uhsruwv wkh frqwulexwlrq ri h{fkdqjh udwh pryhphqwv wr wkh gdlo| �xfwxdwlrqv ri wkh vwrfn

lqglfhv lq X1V1 grooduv lq gd|v ri pdunhw mlwwhuv dqg ryhu doo wkh vdpsoh +Mdqxdu| 4/ 4<<: wr Pd|

58/ 4<<;,1 Wkh h{fkdqjh udwh h�hfw ydulhv vrphzkdw dfurvv frxqwulhv1 Iru h{dpsoh/ lq rqh h{wuhph

lv Krqj Nrqj zlwk d �{hg h{fkdqjh udwh v|vwhp lq wkh vdpsoh h{dplqhg dqg doo wkh pryhphqwv lq

�qdqfldo pdunhwv uh�hfwlqj rqo| �xfwxdwlrqv lq vwrfn sulfhv lq orfdo fxuuhqf|1 Rq wkh rssrvlwh hqg

lv Lqgrqhvld/ zlwk d gudpdwlf froodsvh ri wkh ydoxh ri wkh uxsldk1 Lq wklv odvw fdvh/ h{fkdqjh udwh

pryhphqwv h{sodlq derxw :3 shufhqw ri wkh gdlo| fkdqjh ri wkh vwrfn lqgh{ lq grooduv vlqfh 4<<:1

Iru wkh uhvw ri wkh frxqwulhv/ pryhphqwv lq wkh h{fkdqjh udwh h{sodlq derxw 83 shufhqw ru ohvv ri

wkh gdlo| �xfwxdwlrqv ri wkh vwrfn pdunhw lqgh{ lq grooduv1

Iljxuh 5 glvsod|v wkh glvwulexwlrq ri wkh odujhvw vzlqjv ryhu wlph/ glvwlqjxlvklqj ehwzhhq udoolhv

+wkh srvlwlyh eduv, dqg froodsvhv +wkh qhjdwlyh eduv,1S Wkh khljkw ri pdunhw yrodwlolw| rffxuv lq

wkh prqwkv ri Rfwrehu wkurxjk Mdqxdu|1 Lq idfw/ yrodwlolw| mxpsv rq Rfwrehu 5;/ zkhq wkh Krqj

Nrqj pdunhw froodsvhv/ zlwk vhyhq rxw ri wkh qlqh frxqwulhv srvwlqj orvvhv dyhudjlqj derxw <

shufhqw1 Gxulqj Qryhpehu dqg Ghfhpehu/ d wrwdo ri 7: odujh �xfwxdwlrqv wdnh sodfh/ ri zklfk 5:

duh qhjdwlyh1 Pdunhwv uherxqg vkduso| lq plg0Mdqxdu|1 Vhyhq rxw ri wkh qlqh frxqwulhv srvw odujh

jdlqv rq Mdqxdu| 47 dqg vl{ rxw ri qlqh rq Mdqxdu| 4<1 Pdunhwv uhpdlq mlwwhu| wr vrph ghjuhh

xqwlo Iheuxdu|/ fdoplqj vrphzkdw diwhu plg0Iheuxdu| 4<<;1 Wkhvh odujh vzlqjv duh wkh irfxv ri

wkh sdshu1

61 Wkh Qhzv wkdw Urfnv Ilqdqfldo Pdunhwv

Dv h{dplqhg lq Vhfwlrq 5/ wkh qhzv wkdw urfnv �qdqfldo pdunhwv gxulqj wkh Dvldq fulvlv lv

qrw frq�qhg wr hfrqrplf qhzv1 Lq idfw/ srolwlfdo hyhqwv/ vxfk dv wkh uhvljqdwlrq ri wkh Suhvlghqw

Vxkduwr lq Lqgrqhvld/ duh dovr dw wkh khduw ri wkh j|udwlrqv ri �qdqfldo pdunhwv vlqfh Mdqxdu|

4<<:1 Wkxv/ wr vwxg| wkh rqvhw dqg sursdjdwlrq ri wkh Dvldq fulvlv/ lw lv lpsruwdqw wr froohfw doo

qhzv/ orfdo dqg iruhljq/ wkdw fdq surylgh lqirupdwlrq wr lqyhvwruv rq erwk wkh vwdwh ri wkh hfrqrp|

S Iru h{dpsoh/ d edu htxdo wr wkuhh phdqv wkdw wkuhh pdunhwv h{shulhqfh odujh udoolhv rq wkdw gd|1
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dqg ixwxuh srolf| dfwlrqv1 Rxu vrxufh ri lqirupdwlrq lv Eorrpehuj/ krzhyhu/ zh fkhfnhg wkdw wkh

dqdo|vlv lq Eorrpehuj lv frqvlvwhqw zlwk wkdw ri �qdqfldo qhzvsdshuv/ vxfk dv wkh Ilqdqfldo Wlphv/

dqg �qg wkdw wkh dowhuqdwlyh vrxufhv ri lqirupdwlrq odujho| frlqflgh1.

Qhzv uhohdvhv duh fodvvl�hg dffruglqj wr wkh frxqwu| ri ruljlq dqg wkh vhfwru lq zklfk wkh qhzv

ruljlqdwhv1 Qhzv fdq ruljlqdwh lq pruh wkdq rqh frxqwu|/ dqg wkhuh pljkw eh qhzv iurp pruh wkdq

rqh vhfwru lq dq| jlyhq gd|1 Lq rxu vdpsoh/ doo qhzv uhohdvhv ruljlqdwh lq wkh qlqh frxqwulhv lq rxu

vdpsoh ru lq wkh Xqlwhg Vwdwhv dqg Fklqd1 Zh fodvvli| qhzv lq hljkw fdwhjrulhv= +4, djuhhphqwv zlwk

lqwhuqdwlrqdo rujdql}dwlrqv ru �qdqfldo frppxqlw|> +5, fuhglw udwlqjv e| lqwhuqdwlrqdo djhqflhv> +6,

hfrqrplf qhzv/ lqfoxglqj erwk uhdo/ �qdqfldo/ dqg h{whuqdo vhfwruv qhzv> +7, prqhwdu| srolf|> +8,

�vfdo srolf|> +9, srolwlfdo qhzv/ lqfoxglqj srolwlfdo hyhqwv dqg wdon> +:, fdslwdo frqwurov> dqg +;,

_qr qhzv1% Lq wxuq/ zh fodvvli| doo wkh uhohdvhv ri lqirupdwlrq e| wkh frxqwu| ri ruljlq1 Iru hdfk

frxqwu|/ iruhljq qhzv uhohdvhv duh wkh rqhv ruljlqdwhg lq dq| ri wkh qhljkeru frxqwulhv ru lq wkh

Xqlwhg Vwdwhv1

Dv vxppdul}hg lq Wdeoh 5/ prvw ri wkh odujh sulfh fkdqjhv duh uhodwhg wr orfdo qhzv +:7 shufhqw

rq dyhudjh iru doo frxqwulhv,/ zlwk wkh vzlqjv lq vwrfn sulfhv lq Lqgrqhvld/ Mdsdq/ dqg Nruhd ehlqj

wkh rqhv wkdw duh prvw uhodwhg wr grphvwlf qhzv +4</ 53/ dqg 4; rxw ri 53 qhzv iru hdfk vwrfn

pdunhw/ uhvshfwlyho|,1 Vwloo/ iru vrph frxqwulhv/ iruhljq qhzv pdwwhuv wkh prvw1 Iru h{dpsoh/ wkh

qhzv uhohdvhv wkdw pryh pdunhwv lq Vlqjdsruh duh prvwo| ri d iruhljq ruljlq1 Uhjduglqj wkh w|sh ri

qhzv wkdw jhqhudwhv pdunhw mlwwhuv/ 66 hyhqwv +4; shufhqw, duh ri d srolwlfdo qdwxuh/ 5< +49 shufhqw,

duh uhodwhg wr hfrqrplf qhzv/ dqg 56 +46 shufhqw, duh uhodwhg wr djuhhphqwv zlwk wkh lqwhuqdwlrqdo

frppxqlw|1 Ilqdoo|/ lq 95 hyhqwv +67 shufhqw,/ wkh �xfwxdwlrqv ri vwrfn sulfhv fdqqrw eh olqnhg wr

wkh uhohdvh ri hfrqrplf ru rwkhu lqirupdwlrq1H

. Wkh Dsshqgl{ Wdeoh wdoolhv wkh lghqwl�deoh vrxufhv ri qhzv wkdw pryh �qdqfldo pdunhwv lq wkh vhohfwhg
gd|v/ dorqj zlwk wkh dvvrfldwhg shufhqwdjh fkdqjhv lq wkh vwrfn pdunhw lqgh{ lq wkh qlqh frxqwulhv dqg rxu
fodvvl�fdwlrq ri wkh qhzv1 Lw dovr uhsruwv lq erog fkdudfwhuv wkh uhwxuqv lq gd|v ri pdunhw mlwwhuv1

H Lqwhuhvwlqjo|/ wkh devhqfh ri ixqgdphqwdo hfrqrplf ru srolwlfdo qhzv frlqflghqw zlwk pdq| ri wkh
gudpdwlf vwrfn pdunhw pryhv lq wkh qlqh Dvldq frxqwulhv vlqfh Mdqxdu| 4<<: lv qrw h{fhswlrqdo1 Iru h{dpsoh/
Ndplqvn| +4<<;, �qgv wkdw derxw kdoi ri wkh odujhvw X1V1 vwrfn pdunhw vzlqjv vlqfh wkh ehjlqqlqj ri wkh
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Wkh suhvv lqirupdwlrq lv wkhq wudqviruphg lqwr gxpp| yduldeohv/ vr dv wr eh deoh wr hvwlpdwh

wkh lpsdfw ri doo wkh gl�huhqw qhzv rq wkh pdunhwv1 Wkhvh gxpp| yduldeohv wdnh d ydoxh ri 4/ 04

zkhq wkhuh duh lqirupdwlrq uhohdvhv dqg }hur li lq d vshfl�f gd| wkhuh lv qr qhzv uhodwhg wr wkdw

sduwlfxodu w|sh ri lqirupdwlrq1 Lq sduwlfxodu/ wkh yduldeoh djuhhphqwv zlwk pxowlodwhudo ru elodwhudo

rujdql}dwlrqv dqg wkh lqwhuqdwlrqdo �qdqfldo frppxqlw| wdnhv wkh ydoxh 4 +04, zkhqhyhu wkh frxqwu|

dffhswv ru ehfrphv forvhu wr +pryhv dzd| iurp, dffhswlqj dq djuhhphqw zlwk wkhvh lqvwlwxwlrqv

dqg 3 rwkhuzlvh1 Wkh yduldeoh fuhglw udwlqj djhqflhv wdnhv wkh ydoxh 4 zkhqhyhu lqwhuqdwlrqdo fuhglw

djhqflhv xsjudgh d frxqwu|/ 04 zkhqhyhu wkh| grzqjudgh lw/ dqg 3 rwkhuzlvh1

Wkh yduldeoh fdswxulqj lqirupdwlrq rq wkh hfrqrp| lv htxdo wr 4 +04, zkhq wkh uhohdvhv vxj0

jhvw d ehwwhu +zruvh, rxworrn iru hlwkhu wkh �qdqfldo/ uhdo/ ru h{whuqdo vhfwruv ri wkh hfrqrp|1 Wkh

yduldeoh iru prqhwdu| srolf| lv htxdo wr 4 +04, zkhq wkh uhohdvhv ri lqirupdwlrq vxjjhvw dq h{sdq0

vlrqdu| +frqwudfwlrqdu|, prqhwdu| srolf| dqg 3 rwkhuzlvh1 Wkh yduldeoh �vfdo srolf| lv htxdo wr 4

zkhqhyhu wkh jryhuqphqw sxuvxhv h{sdqvlrqdu| �vfdo srolf|/ 04 zkhqhyhu wkh jryhuqphqwv sxuvxhv

frqwudfwlrqdu| �vfdo srolf|/ dqg 3 rwkhuzlvh1 Wkh yduldeoh fdslwdo frqwurov wdnhv wkh ydoxh 4 zkhq0

hyhu uhvwulfwlrqv rq fdslwdo pryhphqwv duh oliwhg/ 04 zkhqhyhu pruh uhvwulfwlrqv duh lpsrvhg/ dqg

3 rwkhuzlvh1 Wkh yduldeoh srolwlfdo qhzv wdnhv wkh ydoxh 4 zkhqhyhu wkhuh duh hyhqwv wkdw jhqhudwh

srolwlfdo vwdelolw|/ 04 lq wkh rssrvlwh fdvhv/ dqg 3 rwkhuzlvh1b

Wkh olwhudwxuh rq khuglqj ehkdylru ri lqyhvwruv dqg frqwdjlrq h�hfwv vwuhvvhv wkdw vrphwlphv

lqyhvwruv mxvw iroorz wkh pdunhw lq wkh eholhi wkdw pdunhw lqglfhv pljkw hperg| uhohydqw lqiru0

pdwlrq/ zlwkrxw xvlqj uhvrxufhv wr xqfryhu wkh ehkdylru ri pdunhw ixqgdphqwdov lq wkh gl�huhqw

4<;3v duh xquhodwhg wr wkh duulydo ri qhzv1 Wkhvh �qglqjv duh qrw qhz/ lq idfw/ pdq| vwxglhv ri dvvhw
sulflqj kdyh uhmhfwhg wkh ylhz wkdw qhz lqirupdwlrq lv wkh gulylqj irufh ehklqg dvvhw sulfh pryhphqwv1 Iru
h{dpsoh/ Uroo +4<;;, vkrzv wkdw hfrqrplf qhzv uhohdvhv h{sodlq dw prvw rqh0wklug ri wkh prqwko| yduldwlrq
lq lqglylgxdo vwrfn uhwxuqv1

b Qrwh wkdw _srolwlfdo vwdelolw|% pd| kdyh gl�huhqw phdqlqjv lq gl�huhqw hslvrghv1 Iru lqvwdqfh/ wkh looqhvv
ri Suhvlghqw Vxkduwr suryrnhv lqvwdelolw| zkhq lw lv xqfohdu zkr wkh vxffhvvru lv jrlqj wr eh dqg wkh w|sh ri
srolflhv wkdw d ixwxuh jryhuqphqw lv jrlqj wr lpsohphqw1 Lq frqwudvw/ Suhvlghqw Vxkduwr*v dqqrxqfhphqw wkdw
kh lv jrlqj wr uhvljq eulqjv vwdelolw| ehfdxvh/ dw wkdw wlph/ wklv fkdqjh lq jryhuqphqw phdqv wkdw Lqgrqhvld
fdq dyrlg glvdvwhu1
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frxqwulhv1 Lq wkhvh flufxpvwdqfhv/ zh frxog revhuyh wkh vwrfn pdunhw lq rqh frxqwu| froodsvlqj

mxvw ehfdxvh wkh vwrfn pdunhw lq dqrwkhu frxqwu| froodsvhv/ zlwk qr sduwlfxodu lqirupdwlrq uhohdvh

mxvwli|lqj wkdw pryh1 Wkxv/ pdunhw mlwwhuv rq wkrvh gd|v zlwk _qr qhzv% pd| uh�hfw suhflvho|

wkrvh khug lqvwlqfwv ri wkh pdunhw lwvhoi1�f Wr fdswxuh wkh srvvleoh _khuglqj% ehkdylru/ zh fuhdwh d

gxpp| yduldeoh wkdw htxdov 4 zkhq wkh dqdo|vlv lq wkh �qdqfldo suhvv lqglfdwhv wkdw wkhuh duh qr

dssduhqw qhzv uhohdvhv dqg }hur rwkhuzlvh1 Odwhu rq/ zh dovr h{dplqh zkhwkhu lqyhvwruv _prrgv%

vsuhdg dfurvv qdwlrqdo erughuv/ wkdw lv/ zkhwkhu khuglqj ehkdylru lv frqwdjlrxv/ ru wkh| duh frq0

wdlqhg zlwklq wkh grphvwlf iurqwlhu1 Wr gr vr/ zh fodvvli| wkh gd|v zlwk qr qhzv lqwr gd|v zlwk qr

orfdo qhzv dqg gd|v zlwk qr iruhljq qhzv1 Gd|v zlwk qr orfdo qhzv duh wkh gd|v lq zklfk pdunhw

lqvwdelolwlhv vwduw lq wkh orfdo hfrqrp|1 Li lqvwhdg/ wkh �qdqfldo khdgolqhv lqglfdwh wkdw pdunhw

udoolhv ru grzqwxuqv vwduw lq d qhljkeru frxqwu|/ zh fodvvli| wkrvh gd|v dv gd|v zlwk qr iruhljq

qhzv1

71 Zkdw Wuljjhuv Pdunhw MlwwhuvB

Wklv vhfwlrq hvwlpdwhv wkh h�hfw ri wkh gl�huhqw w|shv ri qhzv uhohdvhv rq wkh vwrfn pdunhwv ri

wkh qlqh frxqwulhv1�� Iluvw/ wkh vhfwlrq h{dplqhv wkh dyhudjh uhvsrqvh ri wkh pdunhwv wr gl�huhqw

w|shv ri qhzv1 Lw dovr h{dplqhv wkh dyhudjh uhvsrqvh lq gd|v ri qr qhzv/ wkdw lv/ wkh dyhudjh

uhvsrqvh zkhq vrph vwrfn pdunhwv pryh ehfdxvh rwkhu pdunhwv +lq wkh vdph ru iruhljq frxqwu|,

�f Rq prvw ri wkh gd|v zlwk qr qhzv/ wkh �qdqfldo suhvv uhihuv wr lqyhvwruv* frqfhuqv derxw wkh grphvwlf
hfrqrp| dowkrxjk qr hfrqrplf qhzv uhohdvhv rffxu lq wkrvh gd|v1 Wklv lv zk| zh lqwhusuhw wkh vzlqjv lq
wkrvh gd|v dv wkh surgxfw ri khuglqj ehkdylru1 Krzhyhu/ pdunhw mlwwhuv lq gd|v ri qr qhzv dqg frqfhuqv
derxw wkh hfrqrp| frxog dovr vxjjhvw wkh suhvhqfh ri qrlvh wudghuv/ zlwk udoolhv ru grzqwxuqv frpsohwho|
xquhodwhg wr pdunhw ixqgdphqwdov1 Pruhryhu/ wkh �xfwxdwlrqv rq wkrvh gd|v pd| uh�hfw lqyhvwruv* ghod|hg
uhdfwlrq wr suhylrxv qhzv/ zlwk lqyhvwruv wdnlqj vhyhudo gd|v wr judvs wkh ixoo h�hfw ri vrph ri wkh hfrqrplf
uhohdvhv1 Dovr/ pdunhw mlwwhuv lq wkrvh gd|v frxog dovr eh d uhdfwlrq wr qhzv rqo| nqrzq e| wkh vr0fdoohg
_lqiruphg% lqyhvwruv1 Vwloo/ wkh vkhhu pdjqlwxgh ri wkh uhdfwlrq vxjjhvwv wkdw wkh dfwlrqv ri wkrvh lqiruphg
wudghuv pd| kdyh ehhq lplwdwhg e| d zlghu vshfwuxp ri lqyhvwruv ~wkh khug1 Lq doo wkh fdvhv/ lw lv lpsrvvleoh
wr lvrodwh wkh fdxvh wuljjhulqj pdunhw mlwwhuv xvlqj mxvw wkh lqirupdwlrq iurp suhvv uhohdvhv1 Zlwk wklv fdyhdw
lq plqg/ zh frqwlqxh wr lghqwli| gd|v ri qr qhzv zlwk gd|v ri khuglqj ehkdylru1

�� Vhh Edlj dqg Jrogidmq +4<<;, dqg Jdqdsrovn| dqg Vfkpxnohu +4<<;, iru dq dqdo|vlv ri wkh h�hfwv ri
lqwhuqdwlrqdo djuhhphqwv dqg srolwlfdo dqqrxqfhphqwv rq �qdqfldo pdunhwv gxulqj wkh Dvldq dqg wkh Whtxlod
fulvhv1 Vhh dovr Hglvrq +4<<9, iru dqrwkhu dssurdfk wr vwxg|lqj �qdqfldo pdunhw uhdfwlrqv wr qhzv1
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pryh ru mxvw ehfdxvh ri lqyhvwruv* frqfhuqv xqh{sodlqhg e| wkh uhohdvh ri dq| lqirupdwlrq1 Zh fdq

lqwhusuhw wklv odvw uhvsrqvh dv wkh sxuh _khuglqj% ehkdylru h�hfw1�2 Wkdw lv/ wklv uhvsrqvh fdswxuhv

wkh dyhudjh uhdfwlrq ri lqyhvwruv zkhq wkh| iroorz wkh pdunhw dqg gr qrw wdnh wkh wlph dqg h{shqvh

wr pdnh wkhlu rzq dvvhvvphqw derxw wkh pdunhw ixqgdphqwdov1

Vhfrqg/ wklv vhfwlrq dovr vhhnv wr ghwhuplqh zkhwkhu grphvwlf ghyhorsphqwv duh dw wkh vrxufh

ri vwrfn pdunhw yrodwlolw| ru zkhwkhu lqirupdwlrq iurp rwkhu frxqwulhv h{sodlqv d odujh iudfwlrq ri

vwrfn sulfh pryhphqwv1 Wkdw lv/ zh vwxg| zkhwkhu pdunhwv prvwo| pryh lq uhvsrqvh wr �xfwxdwlrqv

lq grphvwlf ixqgdphqwdov ru wkhuh duh furvv0frxqwu| vslooryhu h�hfwv1 Vlqfh zh fodvvli| wkh gd|v

zlwk qr dssduhqw qhzv lq gd|v lq zklfk grphvwlf pdunhwv iroorz iruhljq pdunhwv dqg gd|v lq zklfk

sdqlfv ru hxskruldv duh frq�qhg wr rqh frxqwu|/ zh fdq dovr h{dplqh zkhwkhu khuglqj ehkdylru lv

frqwdjlrxv1

Wklug/ wklv vhfwlrq h{dplqhv vhyhudo fodlpv ri wkh wkhrulhv ri khuglqj ehkdylru dqg �qdqfldo

frqwdjlrq frqfhuqlqj wkh dv|pphwulf uhvsrqvh ri lqyhvwruv wr jrrg dqg edg qhzv lq jrrg dqg edg

wlphv1 Iru h{dpsoh/ Uljrerq +4<<;, lqglfdwhv wkdw edg qhzv ehfrphv qr qhzv dv wkh uhfhvvlrq lq

wkh hfrqrp| ghhshqv1 Dovr/ Nrguhv dqg Sulwvnhu +4<<;, vxjjhvw wkdw lq edg vwdwhv/ zlwk froodsvhv

lq wkh edqnlqj vhfwru/ wkh dv|pphwulhv lq lqirupdwlrq ghhshq/ pdjqli|lqj wkh frqwdjlrq h�hfw1

Wr h{dplqh zkhwkhu qhzv uhohdvhv ruljlqdwlqj lq gl�huhqw vhfwruv ri wkh hfrqrp| kdyh gli0

ihuhqw h�hfwv rq wkh vwrfn pdunhwv/ zh uxq uhjuhvvlrqv ri sulfh fkdqjhv rq wkh gxpp| yduldeohv

uhsuhvhqwlqj hdfk ri wkh dqqrxqfhphqwv1 Rxu uhjuhvvlrq lv��
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zkhuh U�
| lv wkh fkdqjh lq wkh groodu ydoxh ri wkh vwrfn pdunhw lqgh{ lq frxqwu| m +lq shufhqw, iurp

�2 Lq idfw/ khuglqj ehkdylru pd| eh dovr uh�hfwhg lqwr dq ryhu0uhdfwlrq ru xqghu0uhdfwlrq wr ixqgdphqwdo
qhzv1 Wklv w|sh ri khuglqj ehkdylru fdqqrw eh whvwhg lq wklv iudphzrun1 Ryhu ru xqghu0uhdfwlrqv fdq eh
whvwhg rqo| lq wkh frqwh{w ri d frpsohwho| vshfl�hg prgho ri wkh hfrqrp|1

�� Zh uxq erwk srrohg dqg sdqho uhjuhvvlrqv1 Zh rqo| uhsruw wkh uhvxowv iurp wkh srrohg hvwlpdwlrq
ehfdxvh wkh sdqho uhjuhvvlrq uhvxowv duh vlplodu dqg wkh �{hg h�hfwv duh qrw vljql�fdqwo| gl�huhqw iurp }hur1
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wkh pdunhw forvlqj lq w�4 wr wkh pdunhw forvlqj lq w/ dqg G�
| lv d gxpp| yduldeoh uhodwhg wr vhfwru

l dqg uh�hfwlqj wkh qhzv uhohdvhv diwhu pdunhwv forvlqj lq w� 4 wr wkh forvlqj lq w1 Wkhuh duh hljkw

gxpp| yduldeohv +q @ ;,/ wkh �uvw vhyhq duh uhodwhg wr wkh gl�huhqw _qhzv/% wkh odvw rqh GH lv

wkh _qr qhzv% gxpp|1 Wkh frh�flhqwv ri lqwhuhvw duh wkh ��/ zklfk phdvxuh wkh lpsdfw ri qhzv

ruljlqdwlqj lq gl�huhqw vhfwruv dqg wkh dyhudjh lpsdfw h�hfw lq gd|v ri qr qhzv1

Wkh uhvxowv duh uhsruwhg lq Wdeoh 6/ froxpq 41 Zlwk wkh h{fhswlrq ri �vfdo qhzv/ doo rwkhu

lqirupdwlrq uhohdvhv kdyh vljql�fdqw lpsdfw h�hfwv rq vwrfn pdunhw uhwxuqv1 Lq sduwlfxodu/ qhzv

uhodwhg wr djuhhphqwv zlwk lqwhuqdwlrqdo rujdql}dwlrqv dqg fuhglw udwlqj djhqflhv duh wkh rqhv zlwk

odujhu h�hfw rq uhwxuqv/ zlwk frh�flhqwv lqglfdwlqj wkdw/ rq dyhudjh/ vwrfn sulfhv fkdqjh ehwzhhq

43 dqg 44 shufhqw lq wkh gd|v zlwk wkhvh w|sh ri qhzv uhohdvhv1 Lqwhuhvwlqjo|/ dqg lq frqwudvw

wr wkh fodlp wkdw LPI surjudpv dgg wr wkh sdqlf dqg wr wkh yluxohqfh ri wkh �qdqfldo fulvlv/ zh

�qg wkdw/ rq dyhudjh/ vwrfn pdunhwv udoo| rq wkh gd| djuhhphqwv duh dqqrxqfhg1 Qrw vxusulvlqjo|/

fkdqjhv lq frxqwu| udwlqjv dovr dgg wr wkh yrodwlolw| ri wkh pdunhwv/ zlwk vwrfn pdunhwv grzqwxuqv

dyhudjlqj derxw 43 shufhqw lq gd|v ri fuhglw grzqjudghv1 Wkhvh gudpdwlf h�hfwv duh qrw vxusulvlqj

ehfdxvh fuhglw grzqjudghv fdq/ lq idfw/ fuhdwh kdyrf lq wkh hfrqrplhv e| vkduso| uhgxflqj wkh

delolw| ri d frxqwu| wr eruurz lq lqwhuqdwlrqdo pdunhwv dqg wkxv ixholqj d surirxqg fuhglw fuxqfk/

d ixuwkhu ghwhulrudwlrq ri wkh hfrqrp|/ dqg d froodsvh lq wkh vwrfn pdunhw1 Wklv fuhglw0fuxqfk

h�hfw kdv ehhq uhfhqwo| h{dplqhg e| Udghohw dqg Vdfkv +4<<;,/ zkr vwuhvv wkdw zkhq d fuhglw

udwlqj djhqf| grzqjudghv vryhuhljq ghew ri d frxqwu|/ doo ghew lqvwuxphqwv iurp wkdw frxqwu|

pljkw kdyh wr eh grzqjudghg dffruglqjo| ehfdxvh ri wkh vryhuhljq fhlolqj grfwulqh1 Dv d uhvxow/

frpphufldo edqnv lq wkh frxqwu| wkdw wxuq rxw wr eh udwhg dv vxe0lqyhvwphqw judgh fdq qr orqjhu

lvvxh lqwhuqdwlrqdoo| uhfrjql}hg ohwwhuv ri fuhglw iru grphvwlf h{sruwhuv dqg lpsruwhuv/ lvrodwlqj wkh

frxqwu| iurp lqwhuqdwlrqdo fdslwdo pdunhwv1

Qhz lqirupdwlrq rq srolwlfdo lvvxhv/ fdslwdo frqwurov/ dqg wkh hfrqrp| kdv d vrphzkdw vpdoohu

h�hfw/ wkh frh�flhqwv lq wkhvh fdvhv rvfloodwh durxqg :1�e Wkh h�hfwv ri prqhwdu| srolf| duh pruh

�e Rqo| wkh h�hfw ri hfrqrplf qhzv lv vljql�fdqwo| vpdoohu wkdq wkh h�hfw ri lqirupdwlrq derxw lqwhuqd0
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prghvw dqg dyhudjlqj derxw 7 shufhqw1 Ilqdoo|/ rq dyhudjh/ wkh gd|v ri qr lqirupdwlrq uhohdvhv duh

gd|v zlwk pdunhw grzqwxuqv1 Rq dyhudjh/ pdunhw sulfhv idoo derxw 50425 shufhqw rq wkrvh gd|v1�D

Qh{w/ zh h{dplqh zkhwkhu wkh ruljlq ri qhzv ru uxpruv pdwwhuv1 Zh uxq wkh iroorzlqj uhjuhv0

vlrq
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zkhuh GI lv wkh qhzv ru uxpruv zlwk d iruhljq vrxufh/ zlwk wkh �uvw vhyhq gxpplhv fdswxulqj wkh

qhzv dqg wkh odvw gxpp| +GI H, fdswxulqj iruhljq uxpruv ru mlwwhuv lq iruhljq pdunhwv lq gd|v ri

_qr qhzv1% Lq +5,/ zh whvw vhsdudwho| zkhwkhu wkh h�hfwv ri qhzv uhohdvhv ru uxpruv zlwk d iruhljq

ruljlq kdyh gl�huhqw h�hfwv iurp wkrvh ri grphvwlf qhzv ru uxpruv1 Wkh whvw ri zkhwkhu wkh ryhudoo

h�hfw ri iruhljq qhzv +uxpruv, lv gl�huhqw iurp wkdw ri grphvwlf qhzv +uxpruv, lv d whvw ri zkhwkhu

�� +��� , lv vljql�fdqwo| gl�huhqw iurp }hur1 Dv vkrzq lq Wdeoh 6/ froxpq 5/ iruhljq qhzv uhohdvhv

vhhp wr kdyh d vpdoohu h�hfw rq vwrfn sulfhv1 Krzhyhu/ wklv h�hfw lv qrw vwdwlvwlfdoo| gl�huhqw iurp

}hur/ vxjjhvwlqj wkdw wkhuh duh lpsruwdqw furvv0frxqwu| vslooryhu h�hfwv gxulqj wkh Dvldq fulvlv1

Vlploduo|/ uxpruv ru frqfhuqv lq rqh frxqwu| wuljjhu pdunhw mlwwhuv ri vlplodu pdjqlwxghv erwk lq

wkh grphvwlf dqg iruhljq pdunhwv1

Khuglqj ehkdylru wkhrulhv vxjjhvw wkdw uhdfwlrqv wr jrrg qhzv pd| eh gl�huhqw iurp uhdfwlrqv

wr edg qhzv1 Wr h{dplqh wklv k|srwkhvlv/ zh kdyh wr fodvvli| wkh qhzv lqwr _jrrg% dqg _edg% qhzv1

Qhzv lqglfdwlqj srolwlfdo vwdelolw|/ d vwdeoh hfrqrp|/ wkh xsjudgh ri fuhglw udwlqjv/ dqg djuhhphqwv

zlwk lqwhuqdwlrqdo rujdql}dwlrqv duh fodvvl�hg dv _jrrg% qhzv1 Qhzv derxw h{sdqvlrqdu| �vfdo ru

prqhwdu| srolf| duh dovr fodvvl�hg dv jrrg qhzv dqg vr duh wkh uhprydo ri fdslwdo frqwurov1 Zh

wlrqdo djuhhphqwv dqg fuhglw udwlqjv1

�D Wr h{dplqh zkhwkhu wkh uhvxowv mxvw ghvfulehg ghshqg rq wkh sduwlfxodu vdpsoh vhohfwhg/ zh fduu| rxw
vhqvlwlylw| dqdo|vlv xvlqj gl�huhqw vdpsohv1 Lq sduwlfxodu/ zh hvwlpdwh htxdwlrq +4, xvlqj rqo| wkh wrs 43 dqg
wkh wrs 48 gd|v ri pdunhw mlwwhuv1 Wkh uhvxowv duh txlwh urexvw/ zlwk wkh rughu ri wkh h�hfwv ri wkh gl�huhqw
vrxufhv ri qhzv qrw ehlqj d�hfwhg e| wkh vdpsoh vhohfwhg/ wkdw lv djuhhphqwv zlwk lqwhuqdwlrqdo rujdql}dwlrqv
dqg fuhglw udwlqjv duh wkh qhzv uhohdvhv wkdw wuljjhu wkh odujhvw dyhudjh gdlo| vzlqjv lq �qdqfldo pdunhwv dqg
prqhwdu| dqg �vfdo srolflhv wkh vpdoohvw1 Wkhvh uhvxowv duh dydlodeoh iurp wkh dxwkruv xsrq uhtxhvw1
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whvw wklv k|srwkhvlv e| uxqqlqj wkh iroorzlqj uhjuhvvlrq/
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zkhuh GJ lv d uhohdvh ri jrrg qhzv dqg q @ ;1 Djdlq/ wkh whvw ri zkhwkhu wkh ryhudoo h�hfw ri

jrrg qhzv lv gl�huhqw iurp wkdw ri edg qhzv lv d whvw ri zkhwkhu � lv vljql�fdqwo| gl�huhqw iurp

}hur1 Dv vkrzq lq froxpq 6/ jrrg qhzv vhhpv wr kdyh d vpdoohu h�hfw rq vwrfn pdunhwv surylglqj

vrph vxssruw iru Nrguhv dqg Sulwvnhu frqfoxvlrq wkdw edg qhzv dqg �qdqfldo fulvhv dffhqwxdwh

lqirupdwlrqdo dv|pphwulhv dqg jhqhudwh pruh frqwdjlrq dqg khuglqj ehkdylru1

Wkh frh�flhqwv lq wkh deryh uhjuhvvlrqv fdswxuh wkh dyhudjh uhdfwlrq ri wkh pdunhw wr lqirupd0

wlrq uhohdvhv1 Vrphwlphv/ krzhyhu/ jrrg qhzv pd| idlo wr oliw lqyhvwruv vslulwv dqg pdunhwv frqwlqxh

wr froodsvh zkloh edg qhzv pd| vwloo surpsw d udoo|1 Wkh srvvleo| fkdqjlqj vljq ri wkh uhvsrqvh fdq

eh sduwlfxoduo| lpsruwdqw zkhq h{dplqlqj wkh uhvsrqvh ri �qdqfldo pdunhwv wr fkdqjhv lq prqh0

wdu| dqg �vfdo srolflhv1 Iru h{dpsoh/ rqh ri wkh prvw frqwuryhuvldo lvvxhv gxulqj wkh Dvldq fulvlv

kdv ehhq zkhwkhu frqwudfwlrqdu| prqhwdu| srolf| fdq vwdelol}h �qdqfldo pdunhwv/ dv vxssruwhg e|

wkh Lqwhuqdwlrqdo Prqhwdu| Ixqg/ ru vhqg wkh hfrqrp| lqwr d wdlo vslq zlwk surirxqg froodsvhv lq

rxwsxw dqg �qdqfldo pdunhwv/ dv vxjjhvwhg e| Udghohw dqg Vdfkv +4<<;, dqg Vwljolw} +4<<;, dprqj

rwkhuv1 Lq idfw/ dv h{dplqhg e| Nlqgohehujhu +4<:;,

_Wljkw prqh| lq d jlyhq �qdqfldo fhqwhu fdq vhuyh hlwkhu wr dwwudfw ixqgv ru wr uhsho

wkhp/ ghshqglqj rq wkh h{shfwdwlrqv wkdw d ulvh lq lqwhuhvw udwhv jhqhudwhv1 Zlwk lqhodvwlf

h{shfwdwlrqv ~qr ihdu ri fulvlv ru ri fxuuhqf| ghsuhfldwlrq~ dq lqfuhdvh lq wkh glvfrxqw udwh

dwwudfwv ixqgv iurp deurdg/ dqg khosv wr surylgh wkh fdvk qhhghg wr hqvxuh oltxlglw|> zlwk

hodvwlf h{shfwdwlrqv ri fkdqjh ~ri idoolqj sulfhv/ edqnuxswflhv/ ru h{fkdqjh ghsuhfldwlrqv~

udlvlqj wkh glvfrxqw udwh pd| vxjjhvw wr iruhljqhuv wkh qhhg wr wdnh pruh ixqgv rxw udwkhu

wkdq eulqj qhz ixqgv lq1%

Wkh h�hfwv ri �vfdo srolf| kdyh dovr ehhq dw wkh fhqwhu ri wkh srolf| ghedwh gxulqj wkh Dvldq

fulvlv/ zlwk pdq| hpskdvl}lqj wkh vwdelol}lqj uroh ri frqwudfwlrqdu| �vfdo srolf| dqg dv pdq|
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vxssruwlqj wkh rssrvlwh ylhz1 Iru h{dpsoh/ dw wkh rqvhw ri wkh fulvlv/ wkh LPI ghpdqgv wkdw wkh

d�hfwhg frxqwulhv uxq d �vfdo vxusoxv ri 4 shufhqw ri JGS vr dv wr dyrlg d ixuwkhu froodsvh ri

wkhlu hfrqrplhv1 Lq frqwudvw/ Udghohw dqg Vdfkv +4<<;, dujxh wkdw �vfdo wdujhwv vlpso| dgg wr wkh

frqwudfwlrqdu| irufh ri wkh fulvlv1

Wr h{dplqh zkhwkhu wkh ehkdylru ri �qdqfldo pdunhwv gxulqj wkh Dvldq fulvlv vxssruwv rqh

ru wkh wzr vlghv lq wklv srolf| ghedwh/ zh hvwlpdwh rxu edvholqh uhjuhvvlrq/ vkrzq lq htxdwlrq +4,/

exw wklv wlph xvlqj wkh devroxwh ydoxhv ri wkh vwrfn pdunhw fkdqjhv dqg wkh devroxwh ydoxhv ri

wkh qhzv yduldeohv1 Wklv phwkrgrorj| doorzv xv wr uhodwh wkh vzlqjv lq wkh vwrfn pdunhw wr wkh

gl�huhqw qhzv uhjdugohvv ri wkh vljq ri wkh uhodwlrqvkls1 Lqwhuhvwlqjo|/ rqfh zh ljqruh wkh vljq ri

wkh uhodwlrqvkls ehwzhhq wkh qhzv dqg wkh vwrfn pdunhw vzlqjv/ zh �qg wkdw �vfdo dqg prqhwdu|

srolflhv gr kdyh surirxqg lpsdfwv rq wkh vwrfn pdunhw/ zlwk vwrfn pdunhw vzlqjv +grzqwxuqv ru

udoolhv, doprvw uhdfklqj < shufhqw lq wkrvh gd|v1 Pruhryhu/ wkhvh dyhudjh h�hfwv duh vxevwdqwldoo|

odujhu wkdq wkrvh hvwlpdwhg lq froxpq +4,1�S Wkh uhvxowv lqglfdwh wkdw vrphwlphv qhzv uhohdvhv

derxw frqwudfwlrqdu| �vfdo dqg prqhwdu| srolflhv wuljjhu gudpdwlf udoolhv lq �qdqfldo pdunhwv

exw wkh| fdxvh vwulnlqj grzqwxuqv lq rwkhu hslvrghv1 Zh vkrxog dovr qrwh/ wkdw/ ryhudoo/ doo wkh

frh�flhqwv lq wklv uhjuhvvlrq duh odujhu wkdq wkrvh lq froxpq +4, vxjjhvwlqj wkdw/ iru h{dpsoh/

vrphwlphv djuhhphqwv zlwk lqwhuqdwlrqdo rujdql}dwlrqv ru wkh holplqdwlrq ri fdslwdo frqwurov idlo

wr uhvwruh lqyhvwruv* frq�ghqfh1 Vwloo/ zlwk wkh h{fhswlrq ri prqhwdu| dqg �vfdo srolflhv/ wkh

frh�flhqwv ri wkh rwkhu qhzv lq froxpq 7 duh qrw vljql�fdqwo| gl�huhqw iurp wkrvh lq froxpq

41 Ilqdoo|/ wkh uhjuhvvlrq lq devroxwh ydoxhv doorzv xv wr fdswxuh d ehwwhu phdvxuh ri yrodwlolw|

lq �qdqfldo pdunhwv lq gd|v ri qr qhzv1 Qrz/ wkh frh�flhqw ri wkh _qr qhzv% gxpp| yduldeoh/

�H/ phdvxuhv wkh dyhudjh gdlo| vzlqjv lq gd|v ri _qr qhzv/% uhjdugohvv ri wkh vljq1 Lq frqwudvw/

lq froxpq +4,/ wkh frh�flhqw �H phdvxuhv dyhudjh uhwxuqv lq wkrvh vdph gd|v/ exw lq wklv fdvh

grzqwxuqv duh r�vhw e| pdunhw udoolhv zlwk wklv frh�flhqw ehfrplqj vxevwdqwldoo| vpdoohu1 Rqfh

�S Vwloo/ wkhvh uhvsrqvhv duh vwdwlvwlfdoo| vpdoohu wkdq wkh uhvsrqvh ri �qdqfldo pdunhwv wr hlwkhu lqwhuqd0
wlrqdo djuhhphqwv ru fuhglw udwlqjv qhzv1
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zh irfxv rq wkh phdq ri wkh vzlqjv lq devroxwh ydoxhv/ zh �qg wkdw pdunhwv duh derxw dv yrodwloh

lq gd|v ri qr qhzv dv lq gd|v ri uhohydqw hfrqrplf lqirupdwlrq/ :14 yhuvxv 91;; shufhqw/ vxjjhvwlqj

wkh suhvhqfh ri lpsruwdqw khuglqj ehkdylru dqg frqwdjlrq h�hfwv1

Dv zh glvfxvvhg lq wkh lqwurgxfwlrq/ iulfwlrqv lq lqirupdwlrq pd| ohdg wr khuglqj ehkdylru

zlwk vljqdov kdylqj d gl�huhqw lqirupdwlrq frqwhqw ryhu wkh fulvlv f|foh1 Pruhryhu/ lqyhvwruv pd|

uhdfw gl�huhqwo| wr _jrrg% dqg _edg% qhzv dv wkh fulvlv surjuhvvhv1 Wr h{dplqh wklv k|srwkhvlv/

zh qhhg wr doorz iru wkh srvvlelolw| ri wlph0ydu|lqj frh�flhqwv/ wkdw lv/ zh qhhg wr hvwlpdwh uroolqj

uhjuhvvlrqv dv iroorzv/
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zkhuh GJ lv jrrg qhzv dqg GE lv edg qhzv1�. Vlqfh iru vrph ri wkh qhzv/ vxfk dv qhzv frqfhuqlqj

�vfdo srolf|/ wkhuh duh qrw hqrxjk uhohdvhv wr doorz xv wr hvwlpdwh wlph0ydu|lqj frh�flhqwv/ zh rqo|

hvwlpdwh wlph0ydu|lqj uhjuhvvlrqv iru irxu w|shv ri qhzv/ wkdw lv q lv htxdo wr irxu1 Wkh uhvxowv duh

uhsruwhg lq Iljxuh 6/ zkhuh zh sorw wkh wlph0ydu|lqj frh�flhqwv iru wkh gl�huhqw gxpp| yduldeohv1

Qrwh wkdw/ wkh uhvsrqvh wr jrrg qhzv derxw lqwhuqdwlrqdo djuhhphqwv vhhpv vrphzkdw odujhu diwhu

lqwhuqdwlrqdo edqnv djuhh wr urooryhu Nruhd*v vkruw0whup ghew lq Mdqxdu| 4<<;1 Lq frqwudvw/ wkh

gdlo| vzlqjv lq �qdqfldo pdunhwv lq gd|v ri qr qhzv ehfrph pruh surqrxqfhg dv wkh fulvlv ghhshqv/

zlwk prrg| lqyhvwruv gulylqj sulfhv grzq vwloo ixuwkhu hyhq lq wkh devhqfh ri dq| ixqgdphqwdo qhzv1

Zkloh wkh uhvxowv vxjjhvw d vrphzkdw fkdqjlqj uhdfwlrq wr qhzv dqg lq gd|v ri _qr qhzv% dv wkh

fulvlv surjuhvvhv/ wkh hvwlpdwhv gr qrw surylgh d vwurqj ryhudoo hylghqfh idyrulqj wkh k|srwkhvlv ri

fkdqjlqj lqirupdwlrqdo frqwhqw ri qhzv ryhu wkh frxuvh ri d fulvlv1

81 Duh Pdunhw Mlwwhuv ShuvlvwhqwB

Zkloh zh irfxv rq wkh gd|v ri h{wuhph pdunhw mlwwhuv/ wkhvh gd|v pd| mxvw fdswxuh rqh0gd|

hslvrghv wkdw gr qrw kdyh orqj vxvwdlqhg odujh h�hfwv rq �qdqfldo pdunhwv1 Wr vwxg| zkhwkhu

�. Qrwh wkdw qrz/ wkh gxpp| yduldeohv GJl +GEl, wdnh wkh ydoxh 4 zkhq wkhuh duh _jrrg% +_edg%,
qhzv uhohdvhv dqg }hur rwkhuzlvh1 Dovr/ vlqfh wkh _qr qhzv% gxpp| fdqqrw eh ghfrpsrvhg lqwr _jrrg% dqg
_edg/% zh fdq mxvw hvwlpdwh rqh frh�flhqw1 Wkdw lv/ iru wkdw gxpp| yduldeoh �w @ �w1
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pdunhw mlwwhuv lpso| d shuvlvwhqw fkdqjh lq wkh prrg ri lqyhvwruv/ zh uho| rq hyhqw0vwxg| phwkrgv

frpprqo| xvhg lq wkh �qdqfh olwhudwxuh1

Wkh pdlq txhvwlrq zh dvn lv zkhwkhu wkh ehkdylru ri wkh vwrfn pdunhw iroorzlqj wkhvh hyhqwv

lv vx�flhqwo| gl�huhqw iurp lwv ehkdylru lq wkh gd|v ohdglqj xs wr wkh hyhqw1 Wr gr vr/ zh qhhg

wr gh�qh qrupdo uhwxuqv +�� / zkhuh � ghqrwhv wkh gdwh ri wkh hyhqw,/ zklfk uh�hfw wkh w|slfdo

ehkdylru ri wkh vwrfn pdunhw lq wkh gd|v ehiruh hdfk hyhqw1�H Lq sudfwlfh/ zh hvwlpdwh wkh qrupdo

uhwxuq e| frpsxwlqj wkh phdq gdlo| uhwxuq ryhu wkh whq exvlqhvv gd|v wkdw suhfhghg hdfk hyhqw
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Rqfh zh rewdlq wkh hvwlpdwhv ri qrupdo uhwxuqv iru hdfk hyhqw/ zh frpsxwh deqrupdo uhwxuqv/

U|��� iru w @ � �43> ===> � .431 Hdfk vwxg| xvhv d 540gd| zlqgrz/ zklfk lqfoxghv whq gd|v ehiruh

dqg whq gd|v diwhu wkh hyhqw1�b

Iljxuh 7 vxppdul}hv wkh hyhqw0vwxg| uhvxowv lq vrph ghwdlo1 Wkh irxu sorwv vkrz wkh fxpxodwlyh

deqrupdo uhwxuqv ryhu wkdw zlqgrz iru doo vwrfn pdunhwv durxqg wkh wlph ri odujh rqh0gd| pdunhw

udoolhv ru grzqwxuqv1 Wkh hyhqwv duh glylghg ehwzhhq wkrvh gd|v zlwk qhzv dqg gd|v zlwk qr

dssduhqw vrxufhv ri qhz lqirupdwlrq1 Wkh wrs �jxuhv duh wkh hyhqwv uhodwhg wr qr qhzv uhohdvhv1

Wkh ohiw �jxuhv duh wkh hyhqwv zlwk srvlwlyh pdunhw mlwwhuv1 Gd| }hur lv wkh gd| ri pdunhw mlwwhuv1

Wkh uhvxowv vxjjhvw dq dv|pphwulf uhvsrqvh ri �qdqfldo pdunhwv diwhu wkh rqh0gd| odujhvw

pdunhw udoolhv dqg grzqwxuqv1 Lq sduwlfxodu/ dffruglqj wr wklv hyhqw vwxg| dqdo|vlv/ odujh gdlo|

pdunhw udoolhv whqg wr eh vxvwdlqhg zkloh pdunhw grzqwxuqv duh xvxdoo| uhyhuvhg zlwklq wkh iroorzlqj

43 gd|v1 W|slfdoo|/ diwhu h{shulhqflqj d odujh jdlq/ wkh vwrfn pdunhw udoo| frqwlqxhv1 Iru h{dpsoh/

�H Vrphwlphv lq wkh �qdqfldo olwhudwxuh/ wkh w|slfdo hyhqw vwxg| xvhv d eurdghu pdunhw lqgh{ uhwxuq dv d
sur{| iru qrupdo uhwxuqv1 Wklv lv ehfdxvh wkrvh hyhqw vwxglhv irfxv rq wkh srvvleoh deqrupdo uhwxuqv lq d
sduwlfxodu lqgxvwu| dqg frqwuro iru wkh vwdwh ri wkh hfrqrp| xvlqj d eurdghu pdunhw lqgh{1 Wklv lv qrw wkh
sxusrvh ri rxu dqdo|vlv1 Lqvwhdg/ zh zdqw wr h{dplqh zkhwkhu gl�huhqw qhzv uhohdvhv kdyh d odvwlqj lpsdfw
rq �qdqfldo pdunhwv uhodwlyh wr wkhlu ehkdylru ehiruh wkdw sduwlfxodu slhfh ri qhzv1

�b Vrphwlphv wkh gd|v ri pdunhw mlwwhuv lq hdfk frxqwu| duh vhsdudwhg e| ohvv wkdq 54 gd|v1 Lq wkhvh fdvhv/
zh hvwlpdwh wkh hyhqw vwxglhv xvlqj wkh ryhuodsslqj hyhqwv wrr1
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fxpxodwlyh deqrupdo uhwxuqv duh derxw 48 shufhqwdjh srlqwv dw gd| 431 Dowkrxjk gl�huhqfhv gr

qrw dsshdu vxevwdqwldo/ lq wkh vkruw uxq/ fxpxodwlyh deqrupdo uhwxuqv vhhp wr lqfuhdvh pruh lq

wkh fdvh ri srvlwlyh pryhphqwv zlwk qhzv/ uhodwlyh wr wkh qr0qhzv hslvrghv1 D gl�huhqw slfwxuh

hphujhv iurp wkh dqdo|vlv ri odujh gdlo| grzqwxuqv1 Rq dyhudjh/ diwhu h{shulhqflqj d fruuhfwlrq/

pdunhwv uhfryhu/ zlwk wkh uhfryhu| ehlqj vrphzkdw idvwhu iru wkrvh hyhqwv zlwk qr qhzv1 Wkh

sdwwhuq gxulqj pdunhw udoolhv lv frqvlvwhqw zlwk lqyhvwruv iroorzlqj prphqwxp wudglqj/ ex|lqj

suhylrxv zlqqhuv1 Wklv lv qrw wkh fdvh lq pdunhw grzqwxuqv/ zkhq lqyhvwruv gr qrw vhhp wr eh

vhoolqj suhylrxv orvhuv/ dqg lq idfw pd| eh ex|lqj lq wkh ghhsv1

Iljxuh 7 dovr h{dplqhv zkhwkhu wkh w|sh ri qhzv ru wkh frxqwu| ri ruljlq ri wkh qhzv d�hfwv

wkh ghjuhh ri shuvlvwhqfh ri pdunhw mlwwhuv1 Zh fodvvli| srvlwlyh +qhjdwlyh, vkrfnv dv shuvlvwhqw

zkhq wkh fxpxodwlyh deqrupdo uhwxuqv duh vwloo srvlwlyh +qhjdwlyh, whq gd|v diwhu wkh gd| zlwk wkh

odujh vkrfn1 Wkh wdeohv dw wkh erwwrp ri Iljxuh 7 vkrz wkdw wkh ruljlq ri qhzv grhv qrw edvlfdoo|

d�hfw wkh ghjuhh ri shuvlvwhqfh ri wkh vkrfnv lq wkh vwrfn pdunhw1 Edvlfdoo| doo srvlwlyh vkrfnv

duh shuvlvwhqw zkloh qhjdwlyh vkrfnv duh ri d pruh phdq0uhyhuwlqj qdwxuh1 Zlwk uhvshfw wr wkh

frxqwu| ri ruljlq ri wkh qhzv/ edg qhzv uhohdvhv ruljlqdwhg lq Nruhd dqg Wdlzdq kdyh vrphzkdw

pruh shuvlvwhqw h�hfwv wkdw edg qhzv ruljlqdwhg lq rwkhu frxqwulhv1

91 Frqfoxvlrqv

Wkh deuxswqhvv dqg yluxohqfh ri wkh 4<<:0<; Dvldq fulvlv kdyh uhvxuuhfwhg rqfh djdlq wkh

ghedwh derxw wkh fdxvhv ri fulvhv1 Wkhuh duh pdq| wkdw vxssruw wkh ylhz wkdw ghwhulrudwlqj pdunhw

ixqgdphqwdov duh dw wkh fruh ri wkh fulvlv1 Rwkhuv kdyh vxjjhvwhg vhoi0ixo�oolqj fulvhv ru lqyhvwruv*

khuglqj ehkdylru1 Wklv sdshu grhv qrw dwwhpsw wr lqtxluh lqwr wkh ruljlq dqg wkh h{whqw ri wkh

Dvldq fulvlv1 Lwv jrdo lv pruh olplwhg/ lw rqo| h{dplqhv wkh vrxufhv ri wkh odujhvw gdlo| vzlqjv lq

�qdqfldo pdunhwv1 Zkloh wkh jrdo lv pruh olplwhg wkdq d jhqhudo lqtxlu| lqwr wkh fdxvhv ri wkh

Dvldq phowgrzq/ lw lv qrqhwkhohvv txlwh uhohydqw lq ylhz ri wkh fkdrwlf �qdqfldo hqylurqphqw ri

Hdvw Dvld lq 4<<:04<<;/ zkhuh gdlo| fkdqjhv lq vwrfn sulfhv ri dv pxfk dv 43 shufhqw ehfrph
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frpprqsodfh1 Wklv sdshu h{dplqhv wkh hyhqwv wkdw wuljjhu wkrvh pdunhw mlwwhuv dqg sursrvhv d

phwkrgrorj| iru fdswxulqj khuglqj ehkdylru dqg frqwdjlrq h�hfwv xvlqj kljk iuhtxhqf| gdwd1 Wkh

dqdo|vlv lv frqfhqwudwhg lq wkh wzhqw| odujhvw rqh0gd| vzlqjv lq vwrfn sulfhv +lq grooduv, lq qlqh

Dvldq frxqwulhv iurp Mdqxdu| 4<<: wr Pd| 4<<; +d wrwdo ri rqh kxqguhg hljkw| gdlo| fkdqjhv,1

Rxu pdlq uhvxowv lqglfdwh wkdw vrph ri wkh odujhvw rqh0gd| vzlqjv fdqqrw eh h{sodlqhg e|

dq| dssduhqw vxevwdqwldo qhzv/ hfrqrplf ru srolwlfdo/ exw vhhp wr eh gulyhq e| khug lqvwlqfwv ri

wkh pdunhw lwvhoi1 Lqwhuhvwlqjo|/ rxu uhvxowv dovr lqglfdwh wkdw uxpruv ru frqfhuqv xquhodwhg wr wkh

uhohdvh ri uhohydqw lqirupdwlrq d�hfw iruhljq pdunhwv dv vwurqjo| dv wkh| d�hfw grphvwlf �qdqfldo

pdunhwv/ vxjjhvwlqj wkh suhvhqfh ri lpsruwdqw frqwdjlrq h�hfwv1 Pruhryhu/ dv wkh fulvlv ghhshqv/

gdlo| uhdfwlrqv lq wkh devhqfh ri uhohydqw qhzv ehfrph pruh surqrxqfhg shukdsv lqglfdwlqj dq

lqfuhdvh lq xqfhuwdlqw| dqg dv|pphwulhv lq lqirupdwlrq/ zklfk fdq pdjqli| wkh frqwdjlrq h�hfw/

dv lq Nrguhv dqg Sulvwnhu +4<<;,1 Zkhq qhzv uhohdvhv gr pdwwhu/ wkh rqhv wkdw kdyh pruh zhljkw

rq �qdqfldo pdunhwv duh wkrvh uhohdvhv derxw djuhhphqwv zlwk wkh lqwhuqdwlrqdo frppxqlw| dqg

fuhglw udwlqj djhqflhv1 Qhzv uhohdvhv derxw prqhwdu| dqg �vfdo srolflhv duh dovr dw wkh fhqwhu

ri wkh gdlo| lqvwdelolwlhv1 Lq idfw/ ryhu vhyhudo hslvrghv/ wljkw srolflhv frqwulexwh wr udoolhv exw lq

rwkhuv wkh| vwhhu wkh pdunhw lqwr ghhs grzqwxuqv1 Lqwhuhvwlqjo|/ wkhuh lv dovr vrph hylghqfh wkdw

lqyhvwruv/ ryhudoo/ uhdfw lqvwdqwdqhrxvo| pruh vwurqjo| wr edg qhzv frpsduhg wr wkhlu uhdfwlrqv

wr jrrg qhzv1 Djdlq/ zh frxog dujxh wkdw edg qhzv lq fulvlv hslvrghv pd| lqfuhdvh xqfhuwdlqw|/

dffhqwxdwlqj khuglqj ehkdylru1

Zkloh wkh lqvwdqwdqhrxv uhdfwlrqv wr edg qhzv duh vwurqjhu wkdq wkrvh wr jrrg qhzv/ rxu

hyhqw0vwxg| dqdo|vlv lqglfdwhv wkdw wkh rqh0gd| pdunhw udoolhv duh vxvwdlqhg dqg wuhqg0fkdqjlqj

zkloh qhzv ru uxpruv wkdw wuljjhu pdunhw sdqlfv gr qrw kdyh shuvlvwhqw h�hfwv1 Wkhvh uhvxowv

vxjjhvw d uhfxuulqj sdwwhuq ri dv|pphwulf uhvsrqvh ri lqyhvwruv wr _jrrg% dqg _edg% qhzv wkdw

vkrxog eh h{sodlqhg e| wkh gl�huhqw wkhrulhv ri khuglqj ehkdylru dqg frqwdjlrq lq sduwlfxodu/ dqg

pruh lq jhqhudo e| wkhrulhv ri lqyhvwruv ehkdylru1 Lqwhuhvwlqjo|/ wkh sdwwhuq gxulqj pdunhw udoolhv

lv frqvlvwhqw zlwk lqyhvwruv iroorzlqj prphqwxp wudglqj/ ex|lqj suhylrxv zlqqhuv1 Wklv lv qrw
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wkh fdvh lq pdunhw grzqwxuqv/ zkhq lqyhvwruv gr qrw vhhp wr eh vhoolqj suhylrxv orvhuv1 Doo rxu

uhvxowv frph iurp revhuydwlrqv lq _fulvlv% wlphv1 Rqh lvvxh wkdw zrxog eh lqwhuhvwlqj wr h{dplqh

lv wkh uhdfwlrq ri pdunhwv wr qhzv lq _jrrg% wlphv1 Wklv w|sh ri hylghqfh zrxog doorz xv wr pdnh

surjuhvv lq rxu xqghuvwdqglqj ri wkh zd| lqyhvwruv dftxluh qhz lqirupdwlrq derxw wkh vwdwh ri wkh

hfrqrp| dqg dovr derxw wkhlu lqyhvwphqw0wudglqj vwudwhjlhv1
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Uhihuhqfhv

Edlj/ W1 dqg Jrogidmq/ L1/ 4<<;/ Ilqdqfldo Pdunhwv Frqwdjlrq lq wkh Dvldq Fulvhv/ Lqwhuqdwlrqdo

Prqhwdu| Ixqg/ plphr/ Dxjxvw1

Edqhumhh/ D1/ 4<<5/ D Vlpsoh Prgho ri Khug Ehkdylru/ Txduwhuo| Mrxuqdo ri Hfrqrplfv/ 43:/

:<:0;4:1

Fdoyr/ J1 dqg Phqgr}d/ H1/ 4<<9/ Ph{lfr*v Edodqfh0ri0Sd|phqwv Fulvlv= D Fkurqlfoh ri d Ghdwk

Iruhwrog/ Mrxuqdo ri Lqwhuqdwlrqdo Hfrqrplfv1

Fdoyr/ J1 dqg Phqgr}d/ H1/ 4<<:/ Udwlrqdo Khug Ehkdylru dqg wkh Joredol}dwlrq ri Vhfxulwlhv

Pdunhwv/ Xqlyhuvlw| ri Pdu|odqg/ plphr1

Fruvhwwl/ J1/ Shvhqwl/ S1/ dqg Urxelql/ Q1/ 4<<;/ Zkdw Fdxvhg wkh Dvldq FulvlvB/ Qhz \run Xql0

yhuvlw|/ plphr/ Vhswhpehu1

Hglvrq/ K1/ 4<<9/ Wkh Uhdfwlrq ri H{fkdqjh Udwhv dqg Lqwhuhvw Udwhv wr Qhzv Uhohdvhv/ Lqwhuqd0

wlrqdo Ilqdqfh Glvfxvvlrq Sdshuv Qr1 8:3/ Erdug ri Jryhuqruv ri wkh Ihghudo Uhvhuyh V|vwhp/

Rfwrehu1

Hlfkhqjuhhq/ E1 dqg Z|sorv}/ F1/ 4<<6/ Wkh Xqvwdeoh HPV/ Eurrnlqjv Sdshuv rq Hfrqrplf Df0

wlylw|/ +5,1

Iudqnho/ M1 dqg Vfkpxnohu/ V1/ 4<<;/ Frxqwu| Ixqgv dqg Dv|pphwulf Lqirupdwlrq/ Zruog Edqn

Srolf| Uhvhdufk Zrunlqj Sdshu Qr1 4;;91

Jdqdsrovn|/ H1 dqg Vfkpxnohu/ V1/ 4<<;/ Wkh Lpsdfw ri Srolf| Dqqrxqfhphqwv dqg Qhzv rq

Fdslwdo Pdunhwv= Fulvlv Pdqdjhphqw lq Dujhqwlqd gxulqj wkh Whtxlod H�hfw/ Zruog Edqn Srolf|

Uhvhdufk Zrunlqj Sdshu Qr1 4<841

Ndplqvn|/ J1 Zkdw Pryhv Ilqdqfldo PdunhwvB 4<<;/ Erdug ri Jryhuqruv ri wkh Ihghudo Uhvhuyh

V|vwhp/ plphr/ Mxqh1

Ndplqvn|/ J1/ 4<<;/ Edqnlqj dqg Fxuuhqf| Fulvhv= Wkh Hduo| Zduqlqjv ri Glvwuhvv/ Lqwhuqdwlrqdo

Ilqdqfh Glvfxvvlrq Sdshu Qr1 95</ Erdug ri Jryhuqruv ri wkh Ihghudo Uhvhuyh V|vwhp/ Rfwrehu1
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Ndplqvn|/ J1 dqg F1 Uhlqkduw/ 4<<9/ Wkh Wzlq Fulvhv= Wkh Fdxvhv ri Edqnlqj dqg Edodqfh ri

Sd|phqwv Fulvhv/ Erdug ri Jryhuqruv ri wkh Ihghudo Uhvhuyh V|vwhp/ Vhswhpehu/ iruwkfrplqj lq

Dphulfdq Hfrqrplf Uhylhz1

Ndxipdqq/ G1/ J1 Phkuh}/ dqg Vfkpxnohu/ V1/ 4<<;/ Wkh Hdvw Dvldq Fulvlv= Zdv lw H{shfwhgB

Zruog Edqn/ plphr1

Nlqgohehujhu/ Fk1/ 4<:;/ Pdqldv/ Sdqlfv/ dqg Fudvkhv/ Edvlf Errnv Lqf1/ Qhz \run1

Nrguhv/ O1 dqg Sulwvnhu/ P1/ 4<<;/ D Udwlrqdo H{shfwdwlrqv Prgho ri Ilqdqfldo Frqwdjlrq/ Erdug

ri Jryhuqruv ri wkh Ihghudo Uhvhuyh V|vwhp/ plphr/ Rfwrehu1

Nuxjpdq/ S1/ 4<:</ D Prgho ri Edodqfh0ri0Sd|phqwv Fulvhv/ Mrxuqdo ri Prqh|/ Fuhglw/ dqg Edqn0

lqj/ 44/ 64406581

PfNlqqrq/ U1L1/ Sloo/ K1/ 4<<7/ Fuhgleoh Olehudol}dwlrqv dqg Lqwhuqdwlrqdo Fdslwdo Iorzv= wkh

Ryhueruurzlqj V|qgurph/ Vwdqirug Xqlyhuvlw|/ plphr1

Revwihog/ P1/ 4<<9/ Prghov ri Fxuuhqf| Fulvhv zlwk Vhoi0ixo�oolqj Ihdwxuhv/ Hxurshdq Hfrqrplf

Uhylhz1

Udghohw/ V1 dqg Vdfkv/ M1/ 4<<;/ Wkh Rqvhw ri wkh Hdvw Dvldq Ilqdqfldo Fulvhv/ Kduydug Xqlyhuvlw|/

plphr/ Pdufk1

Uljrerq/ U1/ 4<<;/ Lqirupdwlrqdo Vshfxodwlyh Dwwdfnv= Jrrg Qhzv lv Qr Qhzv/ Pdvvdfkxvhwwv

Lqvwlwxwh ri Whfkqrorj|/ plphr/ Mdqxdu|1

Uroo/ U1/ 4<;;/ U2 Mrxuqdo ri Ilqdqfh/ 76/ Mxo|/ 87408991

Urxelql/ Q1/ 4<<;/ Fkurqrorj| ri wkh Dvldq Fulvlv dqg lwv Joredo Frqwdjlrq lq Urxelql*v krphsdjh=

kwws=22zzz1vwhuq1q|x1hgx2qurxelql1

Vwljolw}/ M1/ 4<<;/ Hfrqrplf Vflhqfh/ Hfrqrplf Srolf|/ dqg Hfrqrplf Dgylvh1 Lq Dqqxdo Edqn

Frqihuhqfh rq Ghyhorsphqw Hfrqrplfv/ Dsulo/ wkh Zruog Edqn/ Zdvklqjwrq/ G1F1



Table 1
Stock Market Returns in U.S. Dollars

(in Percent)
Summary Statistics

Days of Market Jitters
Standard Standard Standard

Country Mean Deviation Minimum Maximum Mean Deviation Minimum Maximum Mean Deviation
Hong Kong 0.10 1.36 -8.45 5.86 -0.08 2.54 -13.69 18.84 -0.99 8.15

Indonesia 0.03 0.86 -4.81 3.25 -0.53 4.87 -17.03 28.67 -2.89 15.28

Japan -0.01 1.43 -7.50 11.01 -0.09 1.51 -5.53 6.82 -0.13 4.02

Korea -0.02 1.45 -8.09 8.71 -0.32 4.02 -19.16 20.47 -0.80 12.89

Malaysia 0.06 1.23 -7.34 9.92 -0.40 3.44 -12.75 16.09 1.67 10.49

Philippines 0.09 1.48 -6.03 9.19 -0.24 2.65 -9.96 14.22 0.35 7.76

Singapore 0.03 0.94 -6.31 4.97 -0.19 1.82 -8.92 10.27 -1.00 5.74

Taiwan 0.03 2.09 -9.79 10.53 0.01 1.71 -9.50 5.14 -1.92 4.27

Thailand 0.01 1.65 -8.57 8.96 -0.27 3.44 -13.38 18.35 3.31 9.46

Average 0.04 1.39 -7.43 8.05 -0.23 2.89 -12.21 15.43 -0.27 8.67

All Days
January 1, 1997 - May 25, 1998 January 1, 1990 - December 31,1996



Table 2
Origins of Market Turbulence

Country of Origin

Market 
Jitters in: Hong Kong Indonesia Japan Korea Philippines Singapore Taiwan Thailand USA China

Domestic 
Economy

Foreign 
Economy

Hong Kong 13 0 2 2 0 0 0 0 0 1 2 13 7
Indonesia 0 19 0 0 0 0 0 0 0 1 0 19 1
Japan 0 0 20 0 0 0 0 0 0 0 0 20 0
Korea 0 1 0 18 1 0 0 0 0 0 0 18 2
Malaysia 0 6 0 0 13 0 0 0 0 1 0 13 7
Philippines 0 1 0 0 1 15 0 0 0 3 0 15 5
Singapore* 1 7 0 0 3 1 7 0 0 3 0 7 15
Taiwan 1 0 1 1 0 0 0 13 0 4 0 13 7
Thailand 0 2 1 0 0 0 0 0 16 1 0 16 4
Total 15 36 24 21 18 16 7 13 16 14 2 134 48

*The number for Singapore adds to more than twenty since one of its market jitters is attributed to news from three countries.

Political 
News

Capital 
Controls

Fiscal 
Policy

Monetary 
Policy

Hong Kong 2 1 0 1 1
Indonesia 8 2 0 2 1
Japan 4 7 0 1 1
Korea 1 3 0 0 2
Malaysia 3 3 2 1 1
Philippines 2 1 0 0 4
Singapore 4 3 1 0 1
Taiwan 5 7 2 0 1
Thailand 4 2 2 2 0
Total 33 29 7 7 12

Market 
Jitters in:

Malaysia

Economic 
News

0
2

3

1
4
1
7

No 
News

Number of News of Type:

Credit 
Ratings

International 
Agreements

Sector of Origin

13
3
6
3

5
0

0
0
4

7
5

4
13
8

Number of News Originating in:

1
23 7 62

1
0
0
0

1



 Percent Change in 
Stock Market 

Prices 

 Percent Change in 
Stock Market 

Prices 

 Percent Change in 
Stock Market 

Prices 

 Absolute Percent 
Change in Stock 

Market Prices 1

OLS Non-Linear Least Squares  OLS
-0.45 -0.52 2.69

(-0.64) (-.74) (1.07)
7.53 *** 8.09 *** 11.62 *** 8.17 ***

(6.40) (6.22) (3.68) (7.9)
6.07 *** 6.24 *** 9.22 *** 6.88 ***

(4.56) (4.50) (3.25) (9.12)
7.29 *** 7.62 *** 10.55 * 9.82 ***

(2.70) (2.73) (1.88) (5.45)
0.76 -0.16 0.71 8.83 ***

(0.03) (-.054) (0.19) (7.20)
3.90 * 3.94 * 6.34 * 8.26 ***

(1.92) (1.83) (1.88) (7.51)
9.63 *** 10.49 *** 13.25 *** 10.75 ***

(6.51) (5.97) (3.67) (12.26)

10.67 *** 11.08 *** 13.95 *** 10.99 ***
(3.95) (3.97) (3.66) (5.39)
-2.44 ** -2.09 * -5.58 ** 7.10 ***

(-2.15) (-1.66) (-2.09) (16.83)
-0.61 *

(-1.94)

-0.22
(-1.22)

0.48
(0.43)

180 180 180
0.42 0.43 0.45

2.09 0.91 2.50 3.89 **

Notes: ***, **,  and * indicates statistical significance of 1, 5, and 10 percent respectively.

T-statistics in parentheses

1. Robust standard errors are used, since the L-M test suggests the presence of heteroskedasticity.

L-M Test for 
Heteroskedasticity

International

Differential Effect of 

Differential Effect of 

Number of 
Observations

Differential Effect of  
No News and Foreign

Adjusted R-Squared

Foreign News

180
0.42

Dependent Variables

Explanatory 
Variables
Constant

Political News

Economic News

Fiscal Policy

Monetary Policy

Table 3

Capital Controls

Regression Analysis

Good News

No News

Agreements

Credit Ratings

27



Days of Market Jitters All Days
Hong Kong: 0 0
Indonesia: 74 67
Japan: 34 51
Korea: 50 38
Malaysia: 36 39
Philippines: 34 40
Singapore: 23 32
Taiwan: 25 21
Thailand: 39 44

Notes:  January 1, 1997 = 100
            Triangles: Days of Positive Market Jitters Circles:  Days of Negative Market Jitters

Proportion of Daily Returns Explained by Exchange 
Rate Fluctuations (in Percent)
January1, 1997- May 25, 1998

Thailand
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Figure 1
Stock Market Indices in U.S. Dollars and Days of Stock Market Jitters
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Notes: Bars indicate the number of countries that experience market jitters on a particular day. Positive (negative) bars indicate market upturns (downturns).

Figure 2
Evolution of Market Turbulence

Jan. 14, 1998
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Note: These plots report the evolution of the coefficient iα and iβ in equation (4):
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Confidence bands represent +/- one standard error.
DG (DB) takes value of 1 if there is “good” news ( “bad” news) and zero otherwise.
For each series, the initial values of both coefficients were estimated using a sample composed of the first 20
observations.  Each subsequent values were estimated by adding one observation to the sample until all
observations were included.

Figure 3
Time-Varying Effect of News on Stock Markets
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Figure 4 
Market Jitters: Event-Study Analysis

Cumulative Abnormal Returns in Days of Market Rallies Cumulative Abnormal Returns in Days of Market Downturns

Days with No News  Number of Events: 19 Days with No News Number of Events: 43

Days with News Number of Events: 57 Days with News Number of Events: 61

Proportion of Days with Persistent Market Jitters

Market Market Market Market
News of Type: Rallies Downturns News Originating in: Rallies Downturns
Political News 0.61 0.20 Hong Kong 1.00 0.33
Economic News 1.00 0.57 Indonesia 0.83 0.21
Capital Controls 0.80 0.50 Japan 0.63 0.42
Fiscal Policy 1.00 0.50 Korea 0.56 0.82
Monetary Policy 1.00 0.67 Malaysia 0.67 0.36
International Agreements 0.79 0.33 Philippines 0.80 0.40
Credit Ratings 0 0.50 Singapore 1.00 0.33
No News 0.68 0.37 Taiwan 0.83 0.50

Thailand 0.67 0.38

Solid line is the mean of cumulative aggregate returns (CAR) in percent.

Dashed lines are +/- one standard deviation from the mean.

Persistent positive (negative) movements are defined as movements with CARs that remain postive (negative) on day 10. 

-10

0

10

20
-1

0 -8 -6 -4 -2

0 2 4 6 8 10

Day

-10

0

10

20

-1
0 -8 -6 -4 -2

0 2 4 6 8 10

Day

-10

0

10

20

-1
0 -8 -6 -4 -2

0 2 4 6 8 10
Day

-10

0

10

20

-1
0 -8 -6 -4 -2

0 2 4 6 8 10

Day



Appendix Table
Daily Returns (in Percent) and News in Days of Market Jitters

Date HK Indonesia Japan Korea Malaysia Philippines Singapore Taiwan Thailand News in Bloomberg

1/9/97 -1.89 -0.77 -2.81 2.68 0.03 0.44 0.10 -0.13 1.22 Bad loans may hobble economic growth. (Japan, NN, 1)
3/21/97 0.12 -1.10 N/A -2.49 -1.19 -0.17 -1.52 -3.19 -0.28 Govt. suspends pork exports due to epidemic. (Taiwan, EN, -

1)
3/24/97 2.06 -0.90 -1.07 -2.00 0.14 0.64 1.09 -3.82 1.70 Farm losses will hurt economic growth. (Taiwan, EN, -1)
5/5/97 2.41 1.05 N/A N/A -0.15 4.93 0.99 0.79 N/A Inflation falls to 4.6. (Philippines, EN, 1)
5/12/97 0.42 0.38 3.53 -2.13 -1.96 N/A 1.58 -3.56 -1.85 JPN: No news. (Japan, NN, 1)

TAI: Foreign investors move $1.1bn out on news of
resignations of senior govt. officials. (Taiwan, PN, -1)

5/14/97 1.80 -0.89 1.15 N/A -1.48 1.10 -0.22 2.87 -6.93 Baht drops amid concern about political stability. (Thailand,
NN, 1)

6/16/97 1.98 0.93 1.09 -0.06 -0.21 -0.37 -0.01 3.77 0.38 Higher profits in semiconductor makers and local property
market is reviving. (Taiwan, EN, 1)

6/19/97 2.11 -0.48 -0.15 -0.28 0.78 3.56 0.68 -0.93 -10.78 Finance Minister Viravan resigns. (Thailand, PN, -1)
6/23/97 -0.93 1.05 -0.71 -2.24 -0.74 -2.52 0.63 0.56 7.32 New finance minister to announce measures to boost the

finance industry. (Thailand, PN, 1)
7/4/97 -1.55 0.25 0.28 0.82 -0.84 0.56 0.59 1.86 6.99 Devaluation of the baht will revive economy. (Thailand, NN,  1)
7/11/97 2.52 -1.52 -0.20 -0.08 0.34 -3.75 0.16 -0.51 -7.49 Thai baht tumbles as regional currency concerns widens.

(Thailand, NN, 1)
8/11/97 -1.13 -3.21 -1.74 1.79 -6.45 -3.06 -4.21 -0.23 -2.59 Japanese trade surplus with the US widens. (USA, EN, -1)
8/22/97 -1.46 -3.75 -1.72 -0.49 -0.50 -1.06 0.02 -0.05 -7.47 Central bank discloses that net foreign reserves fell 25 in 9

months to defend baht. (Thailand, EN, -1)
8/25/97 1.10 -7.17 -1.94 0.16 -2.53 -2.88 0.50 -0.10 -7.59 Standard & Poor may cut ratings for Thailand sovereign debt.

(Thailand, CR, -1)
8/28/97 -4.31 -7.75 -0.32 -1.73 -6.54 -9.50 -4.60 -2.11 -2.76 PHI, SNG: Tighter credit as reserve requirements rise.

(Malaysia, MP, -1)
8/29/97 -5.15 -7.37 -1.45 -1.80 -1.24 -2.95 -0.98 N/A -2.32 Local interest rates surge. (Hong Kong, NN, 1)
9/1/97 -5.18 -0.60 -2.98 -3.46 N/A -2.68 -2.82 N/A -2.12 HK: Higher interest rates may erode corporate profits. (Hong

Kong, NN, 1)
JPN: Concern about Asian turmoil raises concern that
Japanese economy is not improving (Japan, NN, 1)

9/3/97 6.90 7.02 3.01 0.00 -7.81 -2.21 0.36 2.66 -1.69 HK, JPN: Japanese finance minister announces that Japan will
not try to weaken the dollar. (Japan, PN, 1)
MAL: Trading restrictions have been imposed. (Malaysia, CC, -
1)

9/4/97 -3.59 4.15 0.16 -0.33 -4.25 2.06 0.05 -3.37 -0.97 Doubt whether island’s stock market would be able to
withstand slide in regional equity markets. (Taiwan, NN, 1)

9/5/97 2.56 13.29 -0.36 1.75 14.92 1.60 3.99 1.55 5.82 IND: Rupiah strong despite cut in interest rates. (Indonesia,
MP, 1)
MAL: Curbs on trading end and large public projects are
shelved. (Malaysia, CC/FP, 1/1)
SNG: Malaysia takes steps to liberalize their equity markets.
(Malaysia, CC, 1)



Date HK Indonesia Japan Korea Malaysia Philippines Singapore Taiwan Thailand News in Bloomberg2

1.65 2.58 -0.09 -0.44 7.45 0.03 2.85 -1.52 8.05 MAL: 3 major public works projects are delayed. (Malaysia, FP,
-1)
THA: Deregulation package (including cuts in govt. spending),
will help bring down interest rates and shore up the rupiah.
(Indonesia, FP, -1)

9/9/97 1.30 -0.30 2.04 -1.42 1.57 9.04 2.49 -0.76 0.34 Central Bank able to buy dollars in spot marketspressure on
the peso may be easing. (Philippines, NN, 1)

9/12/97 1.11 -1.79 -2.74 0.58 1.58 0.40 0.06 0.44 -4.73 Govt. says that economy posts its biggest contraction in the
April-June period. (Japan, EN, -1)

9/18/97 N/A 0.10 0.30 N/A -2.73 -5.95 -0.63 0.59 2.21 Currency falls amid concern that loan defaults and political
tension could cause an outflow of investment. (Philippines,
NN, 1)

9/19/97 -0.25 0.92 -0.35 -2.23 -0.42 5.15 -0.05 1.15 0.04 Central bank lowers rates for reserve repurchase instruments.
(Philippines, MP, 1)

10/8/97 0.17 2.06 1.04 -3.19 7.54 0.78 0.18 0.45 -1.04 Finance Minister says that the budget would restore the
economy’s health. (Malaysia, PN, 1)

10/9/97 -3.87 2.92 -1.04 -0.17 3.50 7.05 0.34 2.48 -1.03 Borrowing costs come down as the central bank cuts the
overnight borrowing rate. (Philippines, MP, 1)

10/16/97 1.37 -2.84 2.49 -4.37 -0.63 -0.49 -1.40 -3.39 -1.70 Compaq, Sears Roebuck, and Merck announces disappointing
earnings. (USA, EN, -1)

10/17/97 0.22 3.13 -0.34 1.07 -3.70 -0.19 0.24 -5.48 -0.99 Market shares and earnings of Taiwanese computer
companies in the US fall. (Taiwan, EN, -1)

10/20/97 -4.78 -4.31 -2.51 -4.44 -4.95 -1.39 -2.73 -9.98 -6.19 HK: Stocks fell as banks raised mortgage lending rates. (Hong
Kong, NN, 1)
TAI: Central Bank says that it would let market forces
determine the Taiwan dollar rate. (Taiwan, CC, 1)

10/21/97 -4.58 0.98 0.09 0.15 -1.45 -1.85 -1.87 5.01 -0.70 Govt. unveils a series of measures to bolster stocks by cutting
the minimum deposit needed to buy shares and raised the
deposit required to bet against them. (Taiwan, CC, 1)

10/22/97 -6.37 -3.48 1.35 6.91 -5.57 -4.67 -3.30 0.79 -2.89 Rising interest rates and calls to abandon the currency peg
sends stocks tumbling. (Hong Kong, NN, 1)

10/23/97 -10.73 0.32 -2.08 -0.19 -2.67 -2.33 -3.55 1.65 N/A HK: Chief executive says that interest rates may have to go up
to defend currency. (HK, PN, -1)
SNG: Report by SBC Warburg says that Singapore’s GDP
growth to slow to 2 down from the 6 projected earlier.
(Singapore, EN, -1)

10/24/97 6.72 0.99 -0.35 -6.53 -2.46 -3.26 -1.36 -1.81 N/A Interest rates fall allaying concern that the peg to the US would
break. (Hong Kong, NN, 1)

10/27/97 -6.08 -1.04 -1.74 -8.45 0.98 0.22 0.71 -1.21 -0.22 Concern that rising interest rates may erode corporate profits.
(Hong Kong, NN, 1)

10/28/97 -14.72 -10.74 -2.52 -8.73 -9.06 -6.22 -7.23 -7.03 -7.58 Worst plunge in US stocks since the 1987 crash. US stocks
crashed on concern that Asian economies were slowing down.
(USA, NN, 1)
SNG: Stocks plunge following crash in Hong Kong. (Hong
Kong, NN, 1)

10/29/97 17.26 5.11 3.11 1.58 3.22 5.22 3.40 -1.80 -2.24 Markets surge as US stocks soared in the busiest day ever.
(USA, NN, 1)



Date HK Indonesia Japan Korea Malaysia Philippines Singapore Taiwan Thailand News in Bloomberg3

11/3/97 5.76 9.53 N/A 7.76 12.18 1.02 7.35 N/A 0.97 HK: China eases credit. (China, MP, 1)
MAL: Ringgit soars along with the rupiah after bank reforms in
Indonesia. (Indonesia, EN, 1)
SNG: Stocks soar in the wake of IMF rescue package for
Indonesia. (Indonesia, IA, 1)

11/4/97 -4.31 -0.16 N/A 6.73 0.82 4.09 0.50 3.46 10.83 TAI: Stocks rally after surge in DOW. (USA, NN, 1)
THA: PM may quit paving the way for a new govt. (Thailand,
PN, 1)

11/7/97 -2.98 -3.78 -3.46 -7.66 -3.43 0.10 -1.05 -3.54 8.64 JPN: Bank of Yokohama to liquidate its entire equity portfolio.
Concern about banks’ exposure to bankruptcies (Japan, EN, -
1)
TAI: Stocks drop on concern that currency may weaken if
Korean Won continues to depreciate (Korea, NN, 1)
THA: News that Democrat party leader Chuan Leekpai may be
next Prime Minister. (Thailand, PN, 1)

11/17/97 4.54 -0.87 6.60 -6.75 -1.97 2.08 1.37 2.35 -5.40 Premier hints that public spending may be used to stimulate
the economy. (Japan, PN, 1)

11/18/97 -1.69 -0.75 1.20 -0.88 -9.24 -3.19 -0.52 -1.87 -0.90 United Engineers bails out parent company. Stocks fall on
concern that regulatory environment is lax. (Malaysia, EN, 1)

11/19/97 -0.90 -5.18 -5.68 -0.63 -4.55 0.32 -1.71 -2.14 -1.82 Govt. issues confusing signals about propping up  the financial
sector. (Japan, EN, -1)

11/20/97 -096 -6.55 2.02 -12.39 -13.64 -0.05 -0.75 -0.19 -3.10 KOR: Govt. widens trading band to shore up financial sector.
(Korea, MP, 1)
MAL: Stock plunges on concern of more corporate bailouts of
troubled companies by cash rich units. (Malaysia, NN, 1)

11/21/97 4.83 -2.49 3.58 11.40 6.87 -0.29 1.51 0.87 HK, KOR: Govt. seems poised to turn to the IMF to contain the
financial crisis. Stocks rise. (Korea, IA, 1)
JPN: ruling party moves towards using public funds to shore
up Japan’s financial system. (Japan, EN, 1)
MAL: Strong ringgit boosts stocks. (Malaysia, NN, 1)

11/24/97 0.30 3.97 N/A -14.40 0.64 -0.93 2.57 2.94 -2.00 IMF imposes tax raises and spending cuts as part of bailout.
Growth may slow down. (Korea, IA, 1/)

11/25/97 -2.48 -4.15 N/A -6.03 -5.65 -2.60 -1.56 -3.34 -4.67 Uncertainty exists about whether ruling party KMT would win
the county polls. (Taiwan, PN, -1)

11/28/97 -0.53 N/A 0.05 -9.41 -1.73 0.17 -0.36 -0.24 -2.49 Korean stocks tumble on concerns of slowing economic
growth. (Korea, NN, 1)

12/1/97 2.09 N/A 0.43 -6.14 -4.44 -0.29 -0.11 -4.71 -4.22 Ruling KMT loses majority in local govt. elections casting
doubts over its future. (Taiwan, PN, -1)

12/2/97 4.17 -4.25 0.37 -7.95 0.59 -0.02 0.94 3.42 -1.54 Japanese PM said that he would do anything necessary to
safeguard the financial system. (Japan, PN, 1)

12/4/97 2.37 2.70 -2.31 8.74 3.46 0.94 0.82 2.85 2.84 Govt. promises to increase access to financial markets in
return for $55bn IMF bailout. (Korea, IA, 1)

12/8/97 1.68 -0.99 -2.21 -13.37 11.58 3.19 1.88 2.37 N/A KOR: Short term foreign debt is far higher than earlier
announced; lack of funds may cause financial companies to
shut down. (Korea, EN, -1)
MAL: Govt. announces measures to avoid asking the IMF for
help. (Malaysia, IA, -1)
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12/9/97 -2.04 -9.81 2.95 -15.08 -6.57 1.18 -2.04 -1.02 -5.06 JPN: PM Hashimoto favors spending $77bn in govt. money to
help banks and other financial institutions write off bad loan.
(Japan, PN, 1)
KOR: Govt. suspends 5 cash strapped companies. (Korea,
EN, -1)

12/11/97 -5.68 -5.78 -2.76 -14.68 -10.21 -8.80 -3.28 -1.75 N/A JPN: Investors are concerned that ruling party will not be able
to deliver a proposal to stabilize the financial system and boost
the economy with publicly financed bonds. (Japan, NN, 1)
KOR: Moody cuts rating of South Korean foreign currency
bonds to Baa2. (Korea, CR, -1)
MAL: High interest rates and weakening currency cause
stocks to drop. (Malaysia, MP, -1)
PHI: Poor economic outlook in Philippines. (Philippines, NN, 1)

12/12/97 1.84 -18.67 -2.47 -7.49 -3.43 -3.30 -1.65 0.22 -5.64 Suharto may have serious health problems. (Indonesia, PN, -1)
12/15/97 -1.71 -18.59 -2.25 18.62 -5.94 -5.70 -4.32 -3.19 -5.18 IND, Philippines: Possible freeze on loan repayments;

Suharto’s health fails. (Indonesia, FS/PN, -1/-1)
KOR: Hopes of accelerated assistance from the IMF. (Korea,
IA, 1)
SNG: Technology stocks fall - mirrors Wall Street decline amid
concerns on Asian turmoil. (USA, NN, 1)
TAI: Interest rates raised to support currency as currency
declines in response to currency declines in the rest of Asia.
Trader's bet that computer technology companies will have
slow sales. (Taiwan, MP/NN, -1/1)

12/16/97 -0.84 5.34 0.53 13.98 -2.18 -7.62 -2.44 -0.81 0.32 KOR: All 3 Presidential candidates to abide by IMF deal.
(Korea, PN, 1)
PHI: Stocks decline after peso slides. (Philippines, NN, 1)

12/17/97 3.28 2.95 6.16 -0.40 5.00 4.44 2.60 2.79 1.84 PM Hashimoto calls for a $15.4bn income tax cut to stimulate
the economy. Tax cuts to be implemented in current fiscal year
as part of an economic stimulus package. (Japan, FP, 1)

12/18/97 0.59 9.96 -2.14 N/A 3.85 2.70 1.94 -0.14 9.39 Thailand stocks rose after Japanese tax cut. (Japan, FP, 1)
12/19/97 -3.31 4.03 -4.23 N/A -1.37 0.78 0.80 -2.33 -2.56 Trading company Toshuku files for bankruptcy; raises specter

of more to follow. (Japan, EN, -1)
12/22/97 -2.27 -1.11 -4.19 -10.36 -1.55 -0.08 -2.15 -0.76 -1.73 JPN: Stocks fall on credit worries of more bankruptcies.

(Japan, NN, 1)
KOR: Moody’s cuts Korea’s credit rating to junk status (Korea,
CR, -1)

12/23/97 1.90 -1.88 N/A -21.28 -2.91 -1.68 0.00 -0.56 -5.13 International credit rating agencies downgrade the Korea’s
foreign currency debt. (Korea, CR, -1)

12/24/97 -0.25 -10.65 N/A 2.51 -1.21 0.04 1.14 0.10 0.14 Rupiah slides as a research report from IndoSuez securities
puts foreign debt at twice the govt. forecast. (Indonesia, EN, -
1)

1/5/98 -3.59 -11.34 N/A N/A -7.23 -4.87 -2.48 N/A N/A IND: Govt. may announce a smaller budget for 1998 tomorrow,
deepening problems for companies. (Indonesia, FP, -1)
MAL: S&P cuts foreign currency ratings. (Malaysia. CR, -1)
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1/6/98 -1.64 -12.79 -1.10 4.61 -9.75 -10.49 -5.37 -2.36 -3.77 IND: Austere Indonesian budget mandated by IMF may
deepen recession. (Indonesia, NN, 1)
MAL: Ringgit falls as region’s woes keep foreign investors
away. (Malaysia, NN, 1)
PHI: Banks widen bands in which the currency can be traded.
(Philippines, MP, 1)
SNG: Stocks falls after Indonesian, Malaysian, and Philippine
currencies plunge. (Indonesia/Malaysia/Philippines.
(NN/NN/MP, 0/0/-1)

1/7/98 -5.95 -14.39 1.90 0.58 -6.41 -2.69 -3.53 -3.55 -0.94 HK: High local interest rates to protect currency threaten
profits in Hong Kong’s real estate sector. (Hong Kong, NN, 1)
IND: Stocks  fall on concerns about corporate failure.
(Indonesia, NN, 1)
TAI: Weak currency and rising interest rates cause stocks to
fall in Taiwan. (Taiwan, NN, 1)
SNG: Stocks fall as banks concerned that Asian currency
woes would lead to bad debts. (Singapore, NN, 1)

1/8/98 -3.14 N/A -0.30 1.06 -6.87 -4.24 -7.90 -0.52 -3.62 IMF may withdraw its bailout package for Indonesia.
(Indonesia, IA, -1)

1/9/98 -3.94 N/A 0.14 -3.60 0.84 -7.25 -3.86 0.13 -1.64 PHI: Fear that economy is headed for a recession.
(Philippines, NN, 1)
SNG: Stocks plunge as investors bail out of region.
(Singapore, NN, 1)

1/12/98 -9.06 -7.27 -3.30 13.77 -4.52 2.09 -9.35 -5.90 -8.58 HK: Peregrine files for liquidation. (Hong Kong, EN, -1)
JPN: PM fails to announce new economic stimulus measures
in speech to Parliament. (Japan, PN, -1)
KOR: Govt. takes steps to ease a cash crunch. (South Korea,
MP, 1)
SNG: Stocks fall on Indonesian financial problems amid
concerns that loans to Indonesia may become bad debt.
(Indonesia, NN, 1)
THA: Baht’s decline triggers concern over effect on company
profits. (Thailand, NN, 1)

1/13/98 7.08 14.47 0.48 0.27 6.55 4.36 9.78 2.19 6.03 HK: Morgan Stanley strategists’ comments that the Asian bear
market may be in its final stages. (Hong Kong, NN, 1)
IND: Govt. says that it will postpone 15 power and highway
projects to demonstrate commitment to reforms. (Indonesia,
FP, -1)
SNG: Merger of two Singaporean banks boosts investors’
confidence.(Singapore, EN, 1)
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1/14/98 5.71 20.88 2.65 7.73 13.27 7.41 5.90 4.51 11.93 HK: Bank rates for 3 month loans fell by 2.3. (Hong Kong, NN,
1)
Philippines: US Treasury Deputy Secretary Lawrence
Summers  is dispatched to hold meetings with the Thai and
Indonesian leaders. (US, PN, 1)
IND, MAL, THA: IMF announces reform package for Indonesia
and Suharto commits to the IMF package (Indonesia, IA/PN,
1/1)
SNG: Deputy PM assures the nation that Singapore is not in
danger of a banking crisis. (Singapore, PN, 1)
TAI: Intel and Motorola announces strong earnings. (US, EN,
1)

1/15/98 -7.25 -12.82 N/A 10.32 -3.04 4.25 -1.54 -0.02 -3.42 HK: Speculation that property companies may default. (Hong
Kong, NN, 1)
KORN: Officials to travel to the US to ask international
creditors to refinance $25bn short term debt. (Korea, IA, 1)
IND: Promises of economic reform (phasing out food/oil
subsidies and ending family monopolies) were met with
skepticism. (Indonesia, PN, 1)

1/19/98 5.44 -7.91 1.15 10.13 10.57 6.01 4.00 1.23 8.42 HK: Falling interest rates and brisk sale of apartments raise
stocks. (Hong Kong, NN, 1)
KOR: Upgraded by international credit companies. (Korea, CR,
1)
MAL: Michel Camdessus makes favorable comment about
economy. (Malaysia, IA, 1)
PHI: Peso rises prompting optimism that Philippines would be
the 1st to emerge from SE Asian crisis. (Philippines, NN, 1)
SNG: Stocks rises as investors returned to the market.
(Singapore, NN, 1)
THA: May be able to loosen terms of IMF bailout. Camdessus
says that govt. deserves full support. (Thailand, IA, 1)

1/21/98 -2.01 -9.42 1.84 -9.99 -4.69 -3.16 -0.06 2.60 2.89 Investors question whether Korean economy and corporate
profits could rebound fast enough. (Korea, NN, 1)

1/22/98 -4.03 -9.58 0.16 -6.70 -4.39 -5.00 -2.43 -0.84 -3.20 Suharto plans to serve a seventh term in office. (Indonesia,
PN, -1)

1/26/98 0.54 3.35 2.45 9.64 0.84 3.57 1.19 N/A 0.15 Govt. negotiators close an agreement with international
creditors to exchange $25bn of commercial bank debt for long
term loans. (Korea, IA, 1)

1/30/98 N/A N/A -2.65 N/A N/A 7.32 N/A N/A 10.19 PHI: Stocks soar on investor confidence. (Philippines, NN, 1)
THA: Plans to lift currency controls. (Thailand, CC, 1)

2/2/98 N/A N/A -0.08 -4.57 N/A 13.29 N/A N/A 16.85 PHI: Stocks surge on hopes of economic recovery.
(Philippines, NN, 1)
THA: Lifts currency controls. (Thailand, CC, 1)

2/4/98 -2.13 6.70 -0.29 -2.23 -2.13 -1.36 0.31 0.04 -14.36 Thailand stocks fall as investors concluded that prices were
out of line with earning prospects. (Thailand, NN, 1)

2/5/98 1.35 -3.62 1.92 -3.33 6.14 -0.77 3.61 2.03 8.64 SNG: PM says that Singapore is willing participate in a plan to
guarantee payment of goods shipped to Indonesia for use in its
export industries. (Singapore, PN, 1)
THA: Stocks rally as investors bet that the worst of the
financial turmoil is over. (Thailand, NN, 1)
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2/10/98 -0.12 25.21 0.65 -3.93 10.60 3.08 1.36 -0.39 4.01 IND: Suharto said that the government should “fix a certain
exchange rate”. (Indonesia, PN, 1)
MAL: Ringgit surges on expectations that Indonesia may
introduce a currency board. (Indonesia, PN,1)

2/11/98 -0.62 -3.27 N/A -5.08 -1.35 7.45 0.29 2.09 N/A Peso surges on growing foreign investments that are wagering
that the worst is over (Philippine, NN, 1)

2/12/98 -1.63 -10.44 N/A -3.03 -11.76 -5.14 -2.84 0.55 N/A MAL: The IMF may not support Indonesian plans to peg the
rupiah to the dollar. (Indonesia, IA, -1)
PHI: Stocks fall on concern that weakening regional currency
may slow economic recovery. (Philippine, NN, 1)

2/16/98 -1.52 -17.24 -0.99 -8.86 -7.95 -4.66 -6.40 -0.09 -5.05 IND: The IMF warns that it may withhold emergency credit to
Indonesia if it pegged the currency. (Indonesia, IA/MP, -1/-1)
KOR, MAL, SNG: The IMF may not support Indonesian plans
to peg the rupiah to the dollar. (Indonesia, IA, -1)

2/17/98 1.06 8.81 0.04 -2.12 6.59 2.01 4.00 0.64 6.54 Indonesia plans to go ahead and peg its currency. (Indonesia,
PN, 1)

2/26/98 3.06 4.43 0.40 0.98 2.04 1.96 1.77 3.30 2.37 New Central Banker vows to defend the currency. (Taiwan,
PN, 1)

3/2/98 -1.43 4.35 2.59 9.97 0.90 1.00 0.02 0.96 0.67 Japanese lenders agree to reschedule $24bn in short term
Korean debt. (Korea, EN, 1)

3/4/98 -0.67 -7.44 -0.35 -0.12 -7.54 -2.19 -3.37 -2.44 -3.53 Central Bank announces that Sime Bank incurred 1.57 bn
ringgit in losses for the 6 months ending 1998. (Malaysia, EN,
-1)

3/5/98 -4.94 -6.48 -1.91 -8.84 -4.95 -1.37 -0.53 -2.77 -5.70 HK: Beijing’s 1998 budget will do little to boost economic
growth. (China, FP, -1)
KOR: Bank stocks fall on concern that losses of banks in
Malaysia will be repeated across Asia. (Malaysia, NN, 1)

3/9/98 0.69 -11.42 -1.70 -1.46 -2.41 -0.25 -2.32 -0.02 0.04 IMF to postpone disbursement of $3bn from Indonesia’s aid
package because of delay in implementing reforms.
(Indonesia, IA, -1)

3/13/98 1.38 1.70 2.58 1.69 4.28 0.22 1.51 -0.12 6.86 Sixth consecutive monthly trade surplus for Thailand.
(Thailand, EN, 1)

3/20/98 1.02 10.86 0.47 2.55 0.98 0.32 -1.16 0.49 0.87 Govt. scotches proposal to peg rupiah to the dollar raising the
likelihood of an IMF agreement. (Indonesia, IA/MP, 1/1)

3/30/98 -1.98 -1.72 -3.60 -4.72 -1.14 -0.86 -1.87 -0.69 -0.24 Govt. figures shows that Feb. industrial output fell by 3.3.
(Japan, EN, -1)

4/10/98 N/A N/A 3.77 0.61 0.54 N/A N/A -0.09 1.25 The Bank of Japan intensifies its sale of dollars to prop up the
currency. (Japan,  MP, -1)

4/16/98 -1.61 -2.37 -2.83 -2.83 -3.21 -1.54 -2.18 -0.49 N/A G7 fails to come up with a solution to revive the sluggish
Japanese economy. (Japan, IA, -1)

4/27/98 -2.65 -1.62 -3.69 -1.88 -2.94 -3.09 -1.13 -2.09 -1.99 Key economic indicators paint gloomy picture. Unemployment
rose, industrial output, and consumer spending fell. (Japan,
EN, -1)

5/6/98 -0.44 -11.34 N/A N/A -7.75 -3.42 -1.89 -0.13 N/A Student riots create political uncertainty (Indonesia, PN, -1)
Worries of unrest in Indonesia (Indonesia, PN, -1)

5/13/98 -3.84 -18.34 -0.47 0.19 -5.28 -3.21 -4.98 -1.26 -4.40 Student protests calling for Suharto’s ouster escalate in
Indonesian capital. (Indonesia, PN, -1)

5/14/98 1.30 -11.37 0.01 0.81 4.66 -2.14 -1.28 -0.05 0.46 Violent protests against the Suharto regime erupt. (Indonesia,
PN, -1)
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5/18/98 -1.35 -17.81 -1.51 1.18 -4.07 0.08 -3.09 -1.38 -3.88 Calls for Suharto’s resignation mount; cabinet reshuffle viewed
skeptically as more radical measures are believed to be
needed to restore the battered economy. (Indonesia, PN, -1)

5/20/98 1.07 11.39 0.50 4.06 3.68 2.78 0.08 1.88 2.83 Suharto may step down. (Indonesia, PN, 1)

CC: Capital Controls
FP: Fiscal Policy
MP: Monetary Policy
IA: International  Agreements (IMF, World Bank, US Banks etc. )
CR: Credit Ratings
PN: Political News (includes Political Talk and Political Events)
NN: No News (in the market)
EN: Economic News (includes Financial Sector, Real Sector, and External Sector)
HK Hong Kong
IND Indonesia
JPN Japan
KOR Korea
MAL Malaysia
PHI Philippines
SNG Singapore
TAI Taiwan
THA Thailand

Notes:
Bold numbers represent market jitters.

The variable international agreements takes the value of 1 (-1) whenever the country accepts or becomes closer  to (moves away from) accepting an agreement with international institutions.  Credit ratings
upgrade (downgrades) are denoted by 1 (-1).Good (Bad) economic news are denoted by 1 (-1). Expansionary (contractionary) monetary or fiscal policies are denoted by 1 (-1).  The variable capital controls
takes the value 1 whenever restrictions on capital movements are lifted, -1 whenever more restrictions are imposed. The variable political news takes the value 1 whenever there are events that generate political
stability, -1 in the opposite cases.

The parenthetical statements after each news event explain the country from which the news originated, our classification of the news, and the value of  the corresponding dummy variable respectively.    For
example, for  the last day of market jitters (May 5, 1998) the news of President Suharto’s possible resignation originated in Indonesia,  it is classified as political news (PN), and  it takes the value of  1 because
the event added political stability.


