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Abstract:

In this paper, I extend the Hein and Stockhammer model of distribution and inflation by in-
corporating structural trends of financialization through three Kaleckian channels: (1) sectoral
recomposition, (2) financial overhead costs and rentiers’ profit claims, and (3) the bargaining
power of trade unions and workers. The model is calibrated to two scenarios that reflect the in-
stitutionalized fear experienced by workers under neoliberal income policies. Following a theo-
retical exploration of potential inflationary shocks, an empirical case study comparing Germany
and Austria is conducted. The analysis validates the relevance of all three Kaleckian channels,
though their individual strength varies. The findings indicate that while rising import prices
triggered the initial inflationary shock, firms subsequently increased unit profits. An inflation
decomposition suggests a more pronounced class conflict in Austria, potentially attributable to
less severe labor market deregulation.
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1 Introduction

Inflation has always been and always will be conflict: Conflicting claims of income distribution
between different social classes drive inflationary dynamics (Hein, 2024). During the period
of the Great Moderation (1980-2007), scholars have focused on other topics, and inflation has
faded into the background of academic research. However, recent inflationary shocks, taking
off in the second half of 2021, have put inflation back on the agenda and have occupied scholars
ever since (e.g., Ferguson & Storm, 2023; Setterfield, 2023; Storm, 2022a, 2022b; Bernanke &
Blanchard, 2023; Kilian & Zhou, 2022; Weber & Wasner, 2023). While some orthodox schol-
ars still argue that inflation is caused by excess demand created through excess money supply
or government deficits, there has been large agreement among heterodox scholars that inflation
is created by conflict between workers and capitalists. Another commonality of arguments re-
garding the recent inflationary dynamics is that they are rooted in the aftermath of the pandemic
and the war in Ukraine, resulting in supply bottlenecks and hiking energy prices (e.g., Weber,
2022).

Nevertheless, the current dynamics have given rise to much discussion within the heterodox
paradigm. Some authors, most prominently Isabella Weber, have stated that we are witnessing
so-called sellers inflation. The concept derives from microeconomics and refers to a situation
where firms with market power can increase their prices in crisis times (Weber & Wasner, 2023).
However, other scholars such as Lavoie (2023) have argued that the term profit inflation is
misleading since, among other causes, a rise in imported raw material costs will necessarily
increase the profit share even if the percentage mark-up remains constant. Furthermore, recent
debates have focused on whether current inflation is transitory or persistent. Since accelerating
inflation has eased towards the end of 2022, many scholars have argued that the process was
transitory in its nature; apart from the price-setting behavior of firms, the weakness of organized
labor is one of the potential explanations (Weber & Wasner, 2023). Nevertheless, given the fact
that inflationary processes are likely to occur again because of climate change and geopolitical
tensions (Ferguson & Storm, 2023) and considering the substantial harm and socio-economic
instability, especially for (low-income) workers who have been disproportionally affected by
the price rise in essential goods and services (Storm, 2022a), such transitory shocks cannot be
taken lightly.

This now begs the question of what has changed compared to the period of the Great Moderation
or whether structural changes that created the possibility of this period in the first place may also
impact the current dynamic. Post-Keynesian scholars have argued that the continuous downward
trend in inflation and volatility during this period was only possible because of stagnating wage
growth of workers and falling import prices (Perry & Cline, 2016). Put differently, workers
paid the price for this period of low and rather constant inflation. Therefore, incorporating
redistribution dynamics due to financialization into the income claims of firms and workers is a
crucial piece of the puzzle to explain the recent evolution in inflationary dynamics. Embedding
the current dynamics into a long-term context of financialization and neoliberalism can provide
important insights for developing strategies to deal with future inflationary impulses to avoid or
at least limit their detrimental consequences.

Financialization, which is defined as “the increasing role of financial motives, financial mar-
kets, financial actors and financial institutions in the operation of the domestic and international
economies” (Epstein, 2005, p. 3), has been connected to a diminishing wage share across OECD
countries by various authors (e.g., Guschanski & Onaran, 2022; Kohler et al., 2019). Heterodox
scholars argue that the rise of neoliberal economic policies implemented since the late 1970s



can partly explain the intensifying income inequality between workers and capitalists. Dereg-
ulation and financial liberalization gave rise to the era of finance-dominated capitalism (e.g.,
Akgay et al., 2022; Lapavitsas, 2009). Additionally, the institutionalization of ”neoliberal in-
come policies of fear”, which created severe income and employment insecurity for workers,
can lend explanatory power to understanding the decrease in the wage share (Setterfield, 2007,
2021).

By incorporating the three Kaleckian channels of income redistribution (Hein, 2015), namely the
sectoral composition of the economy, gross profit targets/rentiers’ income claims and workers’
bargaining power, as well as neoliberal income policies (Setterfield, 2007) into the Hein and
Stockhammer approach to an open macroeconomic model with conflict inflation (Hein, 2023),
changes in income targets and inflationary conflict can be analyzed. The contribution of this
thesis is two-fold. First, I add to the literature by integrating financialization dynamics into the
income targets of the theoretical model. Furthermore, to explain country heterogeneity, I provide
two possible scenarios to gain a better understanding of the consequences of institutionalized
fear of workers in the model. Second, a comparative case study is conducted to verify the
theoretical elaborations.

Drawing on post-Keynesian theory, I hypothesize that financialization has affected income tar-
gets of social classes, thereby facilitating the period of the Great Moderation. Furthermore, due
to shifted power relations in favor of profits, the inflationary shock enabled firms to raise their
profits during times of emergency. Finally, differences in wage developments after the initial
shock may be explained by neoliberal income policies. A descriptive empirical analysis is con-
ducted incorporating multiple data sources. The remainder of the thesis is structured as follows.
Section 2 provides a delineation of the Hein and Stockhammer model and Kaleckian mark-up
pricing theory, where three redistributive channels of financialization to functional income dis-
tribution are discussed. After incorporating the impacts of financialization into the respective
income targets in the theoretical framework and calibrating the model to two scenarios in sec-
tion 3, the comparative case study in section 4 examines the inflationary dynamics and the three
Kaleckian channels for Germany and Austria. Section 5 concludes.

2 Distribution and inflation as joint outcomes of conflict

In line with post-Keynesian theory, I argue that distribution and inflation must be seen as joint
outcomes of conflict between social groups. Inflationary shocks can be initiated by either a sup-
ply or demand shock (Hein, 2023, chapter 5). In the following, I will outline a Kaleckian theory
of financialization and income distribution, discuss the Hein and Stockhammer model of con-
flict inflation and provide a brief overview on empirical literature regarding the financialization—
distribution—nexus.

2.1 Kaleckian theory of financialization and functional income distribution

While a vast amount of literature has explored various aspects of financialization including
structural changes along socio-economic dimensions (see e.g. Epstein, 2021; Van Der Zwan,
2014), authors such as Hein (2012) have argued that it has three distinct features regarding
macroeconomics. First, changes in income distribution have been attributed to rising inequality
in functional as well as personal income distribution (Hein & Detzer, 2015). Second, investment
in the capital stock has decreased significantly due to rising shareholder value orientation and
short-termism (Hein, 2012). Third, finance-dominated capitalism has entailed new opportunities



for wealth-based and debt-financed consumption, which created the potential to compensate for
depressed aggregated demand caused by financialization. Especially the availability of credit
to low-wealth and low-income households added to increasing debt-to-income ratios of private
households and abided rising financial fragility and social unrest (Setterfield, 2020).

Heterodox and in particular post-Keynesian scholars have relied on Kaleckian mark-up pricing
theory to establish a link between the long-run effects of financialization and functional income
distribution. According to Kalecki (1954, chapters 1 & 2, 1971, chapters 5 & 6), income dis-
tribution between factors of production is determined by active mark-up pricing of firms in the
industrial sectorunder monopolistic or oligopolistic competition. In the following, it is assumed
that the mark-up is applied over marginal costs, which are assumed to be constant until full
capacity output. The mark-up has to cover both firms’ gross profits, which include retained
earnings as well as interest and dividend payments, and overhead costs, which are constituted
by the depreciation of capital and salaries of overhead labor (Hein, 2015, pp. 920f.).

Following Hein (2015, pp. 922f.), the pricing equation of a vertically integrated domestic in-
dustrial or service sector J, which employs fixed capital, labor, and imports raw materials and
semi-finished goods used as inputs, can be written as:
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in which p; denotes the output price in sector j, m; corresponds to the mark-up in the sector,
W the nominal wage rate, y labor productivity, ps the unit price of imported raw materials and
semi-finished products denoted in foreign currency, a denotes the exchange rate, and j denotes
unit raw material and semi-finished product inputs per unit of output imported. Assuming the
relation between unit material costs and unit labor costs to be given as:
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The gross profit share (h;j) for sector j, including overhead costs, in gross value added of the
corresponding sector can be written as:
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where j is gross profits and W; wages for direct labor in sector j. The related wage share of
direct labor in gross value added (1  h); can be derived as:
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The economy-wide gross profit share (h) and wage share (= 1 h) are both weighted averages
of the sector shares:
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RYHUDOO DLP RI VXFK SROLFLHV ZRXOG EH WR IDFLOLWDWH D
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PHQW ZLWKRXW DFFHOHUDWLQJLQIODWLRQ $FFRUGLQJWRL
VHYHUDO LQVWLWXWLRQDO UHTXLUHPHQWY VXFK DV KLJK FR
VHFWRUV DQG VWURQJ XQLRQV DQG HPSOR\HU DVVRFLDWLRZC
WKHVWDWH OLNHPLQLPXP ZDJHV RUE\PDNLQJEDUJDLQLQJ |
HFRQRP\FDQ DGG WR WKH FRRUGLQDWLRQ SUR&RV L GHQLQD
VXFK SROLFLHV PD\EH SDUWLFXODUO\LPSRUWDQW VLQFH LW
HUDO SROLFLHV ZDJH PRGHUDWLRQ DQG UH GLVWULEXWLRQ
UHDO ZDJH LQGXFHG SURGXFWLYLW\JURZWK ,Q WKH ORQJ U
JURZWK SURVSHFWYV 9HUJHIWR.OMLONDWHFKBDG 7DUDVVRZ

JLIXUH &RQIOLFWLQJ FODLPVY GLVWULEXWLRQ DQG LQIODWL

SURDFK
6RXUFHLQ S DXWKRUTV GHSLFWLRQ



(PSLULFDO OLWHUDWXUHRQ ILQDQFLDOL]DWLRQ

$PSOH HPSLULFDO HYLGHQFH FDSWXUHY WKH IDOO RI ZDJH V|
V LQGLFDWLQJD ULVHLQ IXQFWLRQDO LQFRPHLQHTXDOL\
2QDUDQ .RKOHU HW PBOLQ HW DO

2XWVLGHRIWKLV IUDPHZRDN WIQHK DDUSMW WR FRQVLGHU VSHFL
VHFWRUDO FRPSRVLWLRQ RI WKHHFRQRP\ OHQGLQJHYLGHQ!
EHHQ H{IWHQVLYHLQYHVWLJDWLRQVRQWKHLQFUHDVHRIRYH
OXOWLSOH VWXGLHVY KDYHLGHQWLILHG DQ LQYHUVH UHODWL
QDQFLDOHDUQLQJVRIUHQWLHUV DQG W K$HVADH HYXMHIGL OS VW
JHY\ +HLQ B6FKRGHIQKDXSW/LQ 7RPDVNRYLF 'HMHQ
.RKOHU HW DDUTXHV 5XJLWWNMLUG WKH GLPLQLVKPHQW
LQJSRZHUDQG WKHDFWLYLW\RIWUDGH XQLRQV LV DQRWKHL
SURILWYV 1XPHURXV DXWKRUV KDYHDWWHVWHG WR WKH QHJ
ZRUNHUV DQG WKH ZDJH VKD UBIL %W R BNKROFNPKDP P HXWV FK D Q
VNL 2QDUDQLQFOXGLQJVKRUW WHUPLVP DQG PDQDJHPHQW !
'HYH\ $OYDUH]*RX]RXOLVHWWDUODGH RSHQQHVV .RROHI U HW
GLVSHUVLRQ .HDQXHIUDJLOLW\RIZRUNHUVYKRXVHKROGV )X«

OXOWLSOHVWXGLHV KDYH XWLOL]JHG WKH .DONFRNDDQ OVHPME |
UHODWLRQ EHWZHHQ IXQFWLRQDO LQFRPH GLVWULEXWLRQ D
LQWKHSHULRGRIILQDQFH GRPLQDWHG FDSLWDOLVP :KLOH'
LV VWURQJ FRXQWU\ KHWHURJHQHLW\ UHJDUGLQJ WKH VWUH
+HLQ HW DO  'sQKDXSW +HL@®EURZVNL .XKOSOWLPDWHO\
'«QKDXSW HVWLPDWHY D SDQHO HUURU FRUUHFWLRQ PRGHO
.DOHFNLDQ UHGLVWULEXWLYH FKDQQHOV IRU 2(& FRXQWUL
WKUHH FKDQQHOV LQ WKHFRQVLGHUHG VDPSOH

&KDQQHOV RIILQDQFLDOL]DWLRQLPSDFWL(C

2YHU WKH ODVW ILYH GHFDGHV D SHUVLVWHQW GRZQZDUG W
FRXOG EHREVHUYHG JLYLQJULVH WR WKH HUD RI WKH *UHDW
LQ WKHHDUO\ VZHUH UDWKHU UHVWUDLQHG DQG VXFFHHGI
PDWKRIWKH*)& FULVENLMPHULRG LY SDUWLFXODUO\SX]]OLQ
UDWHV ZHUH DFFRPSDQLHG E\ORZDQG VWDEOH LQIODWLRQ L
DWWULEXWHGWKRVHG\QDPLFVWR?3JRRGSROLF\"RILQGHSHQ
LQJVXSSO\ VLGHVKRFNV SRVW .H\QHVLDQ DOOW K FDUM X M EKADKY
ORZDQGOHVVYRODWLOHLQIODWLRQ ZDV UDWKHUFDXVHG E\
DQG ORZHU LPSRUW SULFHV GXHWR H[FKDQJH UDWHHIIHFWYV |

.DOHFNLDQ FKDQQHOV RIUHGLVWULEXWLRQ LQ D

7TKH ILUVW WDVN DW KDQG LV LQFRUSRUDWLQJ WKH WKUHH X

LOQWR WKHLQFRPH WDUJHWYV RIITLUPV DQG ZRUNHUV 7KF
VXDOL]HG LQ YIKIKWHHWKH ILUVW WZR .DOHFNLDQ FKDQQHOV H]|
JURVV SURILW VKDUH RIITLUPVDQG WKHWKLUG FKDQQHO LPSCLC

KLOHGHFUHDVHG EDUJDLQLQJ SRZHU FRXOGDOVR LPSDFW WKHPDUN XZ¢
DFOHDU VW\OL]HG YHUVLRQ RI WKHPRGHO ZLWK WUDQVSDUHQW WUDQVF



JLIXUH7UDQVPLVVLRQ FKDQQHOV RIILQDQFLDOL]DWLRQ RQ W
6RXUBMWKRUYV GHSLFWLRQ

7TDEONMXPPDUL]HVWKHPHFKDQLVPV ZKLFKDIIHFWWKHWDUJH'
ZKLFKDIIHFW WKH WDUJHW JUR VWHFYRR UW ¢ k R B B BR\IGWHR\R YA KD
RYHUKHDGV FRVWV DQG UHQWIHVXOW UR OL WLEB® B UR V FFKDRIAHK
DUHPXOWLSOH IDFWRBVWDRUWRX QK BRIZAHUWKIHG DFWLYLW\ RI W
LQIOXHQFHV WKHWDUJHW ZDJH VKDUH RI ZRUNHUV 7KH IXQF\
WKH HODERUDWLRQV LQ FKDSWHU $O00 RI WKHVH PHFKDQL\
LQZRUNHUVY FDSDELOLW\ WR HI[HUW EDUJDLQLQJ SRZHUDQG
VKDUH

7TKHVH FKDQJHV LQ WKHLQFRPH WDUJHWYV RIILUPWRQG ZRUN|
7TKHHIITHFWHEFWRUHD O FRP S RQIG/RMRMIQ KKDGFROWY DQGUHQWLH
FKDQUHOGHSLFWHG DQH) WD LQFUHDVH LQ WKH WDUJHW JUI
YLD WKH Sl UWVRHWHWDUJHW ZDJH VKDUH VKLIWV GRZQZDUGYV
GHSHQGHQWRQ WKHFRPSRQHQWV RI WKHWDUJHWYV LWDOVR
D&/ FRUUHVSRQGLQJWR D ORZHU HPSOR\P HHW XOUWHW KB WAPKRIJ \
WKHVH VWUXFWXUDO FKDQJHV ZL6© UHVXOW LQ D QHZ 3KLOOL

7KH HIITHFWV R G LFPRQLVKQQIMSREZHU DQG D FRADL W IKWM \ZFARI UL
WDUJHW ZDJH VKDUH DUH Y,IQVW R D\. F-DG/ HQ WIKIKDPRIUNHUV{ WD U J
GRZQZDUG EDVHG REDIDOKAFFIWEHQJIJO\ WKHUHDOL]HG ZDJH
UHVXOWLQJLGED GODENSHDYWKHILUVWWZRFEFDVHY WKHQHZ6
HPSOR\PHQW OHYHO WK D & WKRHIIHRYWHLLD OV K HVB X D 0pdR §VDRK U Y H

W VKRXOG EH QRWHG WKDW WKHVH;GHYH@MRYKH Q W ¥ FFURNKHOWGV [ G\DRJ) DD ILHFLV
QHROLEHUDO LQFRPH SROLFLHV RIITHDUDUHLQKHUHQWO\ LOALBOWZLQH
RQO\EHDIIHFWHG E\LQFRPH SROLFLHV RIIHDU



7TDEOH)LQDQFLDOL]DWLRQ QHROLEHUDOLVP DQG WDUJHW LC

"HWHUPLQDQWV RIITLUPVIDQG ZRUNHUVT LC

-DOHFNLDQ FKDQQHOY| ypvq WDUJHW SURILW VKDUH "RUNHUYV
RILQFRPH

UHGLVWULEXWLRQh

0 h3 h5 0 1

6HFWRUDO FRPSRVLWLRQ

,QFUHDVLQJUHOHYDQFH
RIILQDQFLDO FRPSDUHG WR
QRQ ILQDQFLDO VHFWRU

'RZQVL]LQJ RI
JRYHUQPHQW

2YHUKHDG FRVWV DQG
JURVV SURILW WDUJHW

,QFUHDVLQJ VKDUHKROGHU
YDOXHRULHQWDWLRQ
DQG VKRUW WHUPLVP

5LVLQJGLYLGHQG
SD\PHQWV

,QFUHDVLQJLQWHUHVW
UDWHV RULQWHUHVW
SD\PHQWYV

,QFUHDVLQJ WRS
PDQDJHPHQW VDODULHYV

%DUJDLQLQJ SRZHU DQG
DFWLYLW\RIWUDGH XQLRQV

,QFUHDVLQJ VKDUHKROGHU
YDOXHRULHQWDWLRQ
DQG VKRUW WHUPLVP

,QFUHDVLQJUHOHYDQFH
RIILQDQFLDO WR
QRQ ILQDQFLDO VHFWRU

/LEHUDOL]DWLRQDQG
JOREDOL]DWLRQ RI
ILQDQFHDQG WUDGH

'"HUHJXODWLRQ RI
WKH ODERU PDUNHW

'RZQVL]LQJRI
JRYHUQPHQW

I+

I+

I+

I+

I+

IRWHYRVLWLYHHIIHFW RQ WKHWDUJHW LQFRPH VKDUH + QHIJDWLYH HIIHFW
6RXUPFPKWKRUNY GHSLFWLRQ



JLIXUH&KDQJHVLQ VHFWRUDO FRPSRVLWLRQ LQFUHDVHVLQ
DQG WKH 6,5(
IRWPRNDVHG RQ +HRKQDSWHU DXWKRUYVY GHSLFWLRQ

JLIXUH'HFUHDVH LQ ZRUNHUVY EDUJDLQLQJ SRZHUDQG WKH 6
IRWBRNDVHG RQ +HRKQDSWHU DXWKRUYV GHSLFWLRQ



7ZRVFHQDULRYV ILQDQFLDOL]DWLRQDQG QHROLE

7R PDNH VHQVH RI WKH G\QDPLFV RI WKH ODVW ILYH GHFDGHYV
JXPHQWYV UHJDUGLQJ WKH GLPLQLVKPHQW LQ ZRUNHUVY EDU.
SROLFLHV RI'IlHDU 6HWWHNVUUIDOHPD®J WKH SURSRVHG FKDQQHO
PHOQWRIQHROLEHUDO LQFRPH SROLFLHVDOORZV PHWRFDOL
J)LUVW RQO\HIIHFWV RIILQDQFLDOL]DWLRQ DFFRUGLQJ WR W
IROORZHG E\D VHFRQG FDOLEUDWLRQ RIWKHPRGHO WKDW LGQ

7KH ILUVW VFHQDULR VXPPDUL]JHV WKH UHGLVWULEXWLYH FK
LGHQWLILHG .DOHFNLDQ FKDID[SIOOV Q WKKHIBHULRG RI WKH *Ut
DUJXH WKDW WKH HITHFW RI WKH EDUJDLQLQJ SRZHU FKDQQH:
LV EDVHG RQ WKH DUJXPHQW WKDW VWDJQDWLQJ UHDO ZDJH
XQGHUVWDQGLQJ WKLV SHULRIGH BHWWW V&OR. WK HRUHWLFDO F
WDUJHW ZDJH VKDUH RIILUPV QHJDWLYHO\ UHVX®WILRJLQ D
I, 7KH WKLUG FKDQQHO DIIHFWV WKH WDUJHW Z},J MWWRKDUH F
1, 6LQFHWKHDFWXDO ZDJH VKDUH LV DIIHFWHG E\ FKDQJHYV |
IURR(E) WR(e) 7KH FXPXODWLYH HIIHFW Rl WKHVH UHGLVWULEX
6,5(6/ &RUUHVSRQGLQJO\ WKH 3KLOO®EV FXWKH V IKDIOW\E G B
RI WKH PRGHO KLJKHU OHYHOV RI HPSOR\PHQW ZRXOG EH UH
+RZHYHU WKLV GHYHORSPHQW LV RQO\SRVVLEOHDW WKH H[S

D6FHQDULR %DVH OLQH E6FHQDULR I1HROLEHUDOLQFRPH

JLIXUH&XPXODWLYHHIIHFW RIILQDQFLDOL]DWLRQ RQ WKH 6,
IRWALWDVHG RQ +HERDSWHU DXWKRUYV GHSLFWLRQ

$QRWKHUDVSHFWWRFRQVLGHULVLQVWLWXWLRQDO FKDQJH
HPEDUNLQJIURP WKHKLVWRULFFRPSURPLVH EHRWLGHIH)@BO B ER
SHULRG VWDWHDQG FRUSRUDWH UHVSRQVHV WR WKH FKDQ.

VUHVXOWHG LQ UHVWULFWLYH PDFURHFRQRPLF SROLFLHYV
ZDOO $XWKRUV VXFK DV 6KIDWHHIUWI LXIOGWKDW YDULRXV SROL
WKDWPDGHZRUNHUVITHPSOR\PHQWDQGLQFRPHPRUHLQVHEF)
DELOLW\DQG DVSLUDWLRQV WR ILJKW IRU KLJKHU ZDJHV DW C



DUH VXPPDUL]HG XQGHU WKH WHUP 3LQFRPHSROLFKHWORI, IHD
ZLOO IRFXV RQ WKLY SDUWLFXODU DUJXPHQW LQ WKH IROOR?Z
SRLQWHG RXW WKH FRQQHFWLRQ EHWZHHQ QHROLEHUDOLVP
"KDOHQ

7KHLQGLYLGXDOFRQVWLWXHQWV RIWKHVH SROLFLHV LQFOX
IRUZRUNHUV WR IRUP WUDGH XQLRQV VXFK DV 3LQVWLWXWLF
VWDQGDUG IRUPV RI HPSOR\PHQW OLNH LQYROXQWDU\ SDUW
PRUH LQFUHDVHG LQWHUQDWLRQDOL]DWLRQ DQG JOREDOL]I
DWHG WKH FRQVWDQW WKUHDW RI SODQW UHORFDWLRQ DQG
RI MRE ORVV DQG KDYH IXUWKHU VWUXFWXUDOO\ GLPLQLVKHZ
ZDJHV 7KHVHG\QDPLFV KDYH E PolD® EQ AR U GRW VW H GL HQVE R MD K
E\6HWWHUILBEIORBDUJXHVIRUD URWDWLRQLQWKHFRUUHVSRQ
SO\LQJ WKLV DUIK PO QW GVRWRKERM K D FDRHRMDXSBWURPHF®DULR FDQ
LQ ZKLFK WKH SDWDRHBPWHG E\LQFRPH SROLFLHV RIIHDU 7KL
WDUJHW ZDJH VKDUH RI ZRUNHUV DV ZHOO DV LQ WKH 3KLOOLS

6LPLODU G\QDPLFV XQIROG LQ WKH VHFRQG VFHQDULR +RZHY
G\QDPLFV WKH VSHFLILFLWLHV RI WKLV VFHQDULR LQFRUSR
PHQW PXVW EH FRQVLGHUHG )LUVW DV H[SODLQHG DERYH

ZLOOLQJQHVVRIZRUNHUVWRELG IRUKLJKHU ZDJHV DW DQ\ Ot
DGHFUHDVHLQ WKHMKSDHDRUWM MUKHVORSHRIWKHZRUNHUV{W
7KLV FKDQJH FRUUHVSRQGV WR WKH GLPLQLVKLQJEDUJDLQL
SOR\PHQW $VRXWOLQMKGHSHFX\CHELIRD ODWLR Q@ HY ROWR @J ILH
DIODWWHU 3KLOOLSY FXUYH 3XW GLIITHUHQWO\ FKDQJHV LQ
DFFHOHUDWLQJLQIODWLRQDU\SUHVVXUHV WKDQ LQ WKH ILU
E\ILQDQFLDOL]DWLRQ LQWR WKH VHFRQG VFHQDULR \LHOGV
IRURQHLPSRUWDQW GLIIHUHQFH WKHQHZ6,5(LQ WKH VHFR
WKH QHZ 6,5(LQ WKHILUVW VFHQDULR )LJXUH

5LVLQJRLO SULFHVDQG PDUN XSVLQDQHQYLURC

7RIJDLQDEHWWHU XQGHUVWDQGLQJRISRVVLEOHLQIODWLRQ
LQJ GHSLFWLRQV YLVXDOL]H WZR VKRFNV $QDO\]LQJ WKH WZ
LQWR ZK\ FRXQWULHV PLJKW H[SHULHQFH GLIITHUHQW LQIODYV
VXEVHTXHQW LQYHVWLJDWEZRQ BRIRORBWVYHLGHWDLOHG DQDC
LQIODWLRQDU\VKRFNLQ D VW\OL]JHG YHUVLRQ RI WKH +HLQ D
SRWHQWLDO HIITHFWV RIDQ LQIODWLRQ WDUJHWLQJ FHQWUD
VWUDWHJI\ (PSOR\PHQW LV D&W¥XpPH& WR @ D Q RRQWWRIIIW Q F |
XQHPSOR\PHQW KDV EHHQ REVHUYHG LQ WKH GDWD

JLIXUWWLVXDOL]HVY WKH HIITHEFW RIDQ LPSRUWHG RLO SULFH VK
]JDWLRQ 7KHVWDUWLQJSRLQW RIVFHQDULROEWWKH HTX
= v,= I, pe=0 $Q LQFUHDVHLQLPSRUWHG HQHUJ\ SULFH
VKDUH RIILUPV VLQFH VXFKDQ LQFUHDVH UHODWLYH WR GRP
UHDO H[FKBFQDI® BDWKIKXY ORZHUV WKH ILUPVIWDUJHW 7KHULYV
WKH WDUJHW ZDJH VKDUH RITLLWRY ®GRTQWRH ®F WHMIPO ZDJH VK
IURB(E) WR(e) 7KH 3KLOOLSV FXPEHVRYHFLQRP HPSOR\PHQW L
VXPHG WR VWD\FRQVWDQW LQ WKH VW\OL]HG YHEB¥ERQ RI WKH



1,> 3> 1.pe)>0LVUHDFKHG $OWKRXJKHPSOR\PHQW UHPDL
DWLQJLQIODWLRQLVQRZREVHUYHG VLQFHWKHQHZ6,5(LV O]
FODLPVDUHLQFRQVLVWHQW ,PSRUWDQWO\ LQIODWLRQDFF
ILUPV QERYBIFUHDVHG WKHLU PDUNSRSQ WONVR¥MW QFRXQWHUIRUF
WKH HFRQRP\EDFN WR WKH LQLWLDO HTXLOLEULXP 8QH[SHF
H[FKDQJH UDWH LQFUHDVHV WKH WDUJHW ZDJH VKDUH RI ILUF
FXUYHDQG PRYHV WKHDFWXDO ZDJH VKDUH XSZDUGV 1RQHW
LI ILUPV GR QRW WDNH DGYDQWDJH RI WKH VLWXDWLRQ RI VX:
UDLVLQJPDUN XSV :HEHU :DVQHU

D6FHQDULR %DVH OLQH E6FHQDULR IHROLEHUDO LQFRPH

J)LIXUH2LO SULFH VKRFNLQ WKHDGDSWHG +HLQDQG 6WRFNKLEL
I1RWBDVHG RQ +HERDSWHU DXWKRUYV GHSLFWLRQ

7KH VDPH UHVXOWYVY KROG IRU VFHQDULR WZR :KLOH WKH LQ:
WKH VDPH WKHUHVXOWY GLIIHU GXHWR WKHLU FDOLEUDWLR
VFHQDULR ZKHUH ZRUNHUVDUHGLVFRXUDJHGE\QHROLEHUD
7KLV UHVXOWKROGV IRUWKHFRPSDULVRQ EHIRUH WKH VXSSC
WKH 3KLOOLSV FXUYH LV IODWWHU LQ WKH VHFRQG VFHQDULF
SURQRXQFHG 7KHVHILQGLQJVY DUH FUXFLDO WR XQGHUVWD!
WKHLQIODWLRQDU\VKRFN $FRXQWU\ZKRVHODERUPDUNHW
IHDU PD\ IDFH UHODWLYHO\KLJK HPSOR\PHQW OHYHOV ZLWK
ZLWK OHVV GHUHJXODWHG ODERU PDUNHWV

$VFHQDULRLQZKLFKILUPVGRUDLVHWKHLUPDUN XSVDQGPC
WR VXSSO\FKDLQ SUREOHPV L\$ @ IL\QMAHIOVE L@QMRKEBEW XS
IXUWKHU GHFUHDVHY WKHLU WD UJHW BDP JH\HKIDRWVHX 2 K LZTKI VKK
GHFUHDVHYV J®UW IQHHZ WRR ZH @6 FB(DBH REVHUYHG DQG WKH 3K
PRYHV IXUWHKS UXDWRHPSOR\PHQW LV DVVXPHG WR EH H[RJH
ZLOO RQFH PRUH EH DFFHOHUDWLQJ LQIODWLRQDU\ SUHVVXL
SRVLWLR@DW) T,> ,> T,pe>0 &RPSDUHG WR WKH SULRU

KLIKHU XQH[SHFReis ke ODWRREU ZD 3k VKDUWHGE D ORZHU 6,5(



&) >e) DUH REVHUYHG $VPHQWLRQHG DERYH WKHUH DUH FR
ZRXOG EULQJWKHHFRQRP\EDFNWR LWV LQLWLDO SRVLWLRQ
FHQWUDO EDQNLQFUHDVHV WKH VKRUW WHUP UHDO LQWHUH\

D6FHQDULR %DVH OLQH E6FHQDULR IHROLEHUDOLQFRPH

J)LIXUH 2LO SULFH VKRFN DQG LQFUHDVHG PDUN XSV LQ WKH

PRGHO
I1RWAHIDVHG RQ +HERDSWHU DXWKRUYV GHSLFWLRQ

6LPLODU WR WKH ILUVW VHTXHQFH WKHLQKHUHQW G\QDPLF®
IHYHUWKHOHVYVY ZHFDQRQFHPRUHREVHUYHOHVV VHYHUHLC
GXHWRWKHLQFRUSRUDWLRQ RIQHROLEHUDO LQFRPH SROLF

$FFRUGLQJWR HHQWQHUHVW UDWH KLNHV PD\EHDEOH WREULQ.
DWWKHFRVW RI D ORZHU HPSOR\PHQW UDWH DQG D ORZHU 6,¢
RQ DJJUHJDWH GHPDQG DQG D ZDJH OHG HPSOR\PHQW FXUYH

D SRVW .H\QHVLDQ DOWHUQDWLYH SROLF\ UHVSRQVH FRXO
FHQWUDO EDQNV ZLWK WKH XVH RILQFRPH SROLFLHV DLPLQJ I
LQIODWLRQ -SHLQ ,QDQHQYLURQPHQW RIULVLQJHQHUJ\
FDSLWDO DQG ODERU VKDUH WKH EXUGHQ RI D KLJKHU UHDO H
ZDJH FRRUGLQDWLRQ WKDW FUHDWHV D 6,5( FRUULGRU LQ ZKL
SROLFLHV FRXOG VWDELOL]JHDJJUHJDWH GHPDQG DQG UHGXF

&RPSDUDWLYHFDVHVWXG\RIWZR 2(&'FRXQ

,Q WKLV FKDSWHU WKHUHOHYDQFHDQG DFFXUDF\RI WKH SRW
PLODQWVDUHGLVFXVVHG DVVHVVLQI ZKHWKHU WKHFRUUHYV
WKHSURSRVHG FKDQQHOV RILQIOXHQFH )XUWKHUPRUH D FR
UHGLVWULEXWLYH G\QDPLFVLQ $XVWULDDQG *HUPDQ\LV FRC



'‘DWDDQG PHWKRGRORJ\

, VHOHFWWZR 2(&" FRXQWULHV QDPHO\*HUPDQ\DQG $XVWULTL
DV D VWURQJ LQGXVWULDO VHFWRU DQG D FRPSDUDEOH LQV!

DUHERWKFODVVLILHGDVD&RQWLQHQWDO (XURSHDQ &F

DQG HIKLELW HI[SRUW OHG PHUFDQWLOLWWRZMHREW KMKHI\L
KDYH H[SHULHQFHG GLIITHUHQW LQIOD YWUWRMKHIFBRQEPYERQFHIV
DQRGWKHIROORZLQJ*UHDWS5HFHVVLRQ RIEQDEIFQ BB IFJ®MM RS
LV WKHUHIRUH D SRWHQWLDOEUHDNLQWKHILEGRDEWHWL]DW
UHGLVWULEXWLYHWUHQGY EHIRUHDQG DIWHU WKH FULVLV Z|

7KLV SDSHU FRPSLOHV YDULRXV GDWD VRXUFHV )LUVW WR JI
DU\G\QDPLFVLQWKHWZRVHOHFWHG 2(& FRXQWUEBWGDQDO
$0(&2 DGDWDEDVHY SURYLGHG E\WKH (XURSHDQ &RPPLVVL
JHQHLW\DQG WR LQFRUSRUDWH WKHRQJRLQJGLVFXVVLRQ Ul
RILQGLFDWRUV LQFOXGHV D **'3 GHIODWRU D XQLW ODERU FFK
FRVW GHIODWRU )XUWKHUPRUH D SUR[\IRUD XQLW SURILW C
LQIODWLRQ GHFRPSRVLWLRQ IROORZLQJWKH .DOHFNLDQ SUL
ZLOO EH SURYLGHG )RU D GHWIBSHHEGRHWKRGRORJ\ VHH WKH

BHFRQG WRRSHUDWLRQDOL]HWKHWKUHH .DOHFNLDQ FKDQQ
IURP WKH 2(&' $QQXDO 1DWLRQDO $PFRXQWDE RDEBWD WLV WLF
(PSOR\PHQW 3URW HF(WLKRRFLDO 3URWHFWLRQ DQG :HOO %HLQ
ILWV 7D[HV DQGEDWHKW (XURVWDW DQG $0(&2 GDWDEDVHV SUR
&RPPLVVLRQ DQG WKH 2(&' $,$6 GDWDEDVH RQ ,QVWLWXWLRQ
8QLRQV :DJH BHWWLQJ 6WDWH ,QWHUYHQWLRRHEXRERFLDIO
LQGLFDWRUV IRU WKH .DOHFNLDQ FKDQQHOV LV EBVBOGHRQ W
,RQO\FRQVLGHU PHGLXP WR ORQJ UXQ WUHQGV FRQFHUQLQ
IURP F\FOLFDO IOXFWXDWLRQV

, QIODWLRQDU\DQG UHGLVWULEXWLYHWUHQGYV L

,QIODWLRQDU\ SUHVVXUH WULJJHUHG E\ VXSSO\ ERWWOHQHF
WHUQDWLRQDO SKHQRPHQRQ HGWRHPDXVRIY GVOPPRF KDV D
EHHQ REVHUYHG LQ *HUPDQ\DQG $XVWULD 7KHUDWH RIFKDQ
\HDU IRU ERWK FRXQWULHYV LVQM/XD O L ] FAGK IHQU)R WXURI FKD QJF
GHIODWRUIOXFWXDWHG DURXQG WKH WDUJHW RIWKH (&% §
FRXQWULHV 7KHKLJKHVW FKDQJHV ZHUH UHFRUGHG IURP

LQ UDWHV RI LQ *HUPDQ\D®EWZHMBXVWQRGED WKH JURZW
WKH *'3 GHIODWRU LQ $XVWULD VXUSDVVHG WKH *HUPDQ RQH
RIFKDQJHRIWKH *'3 GHIODWRU KDV EHHQ FRQVWDQWO\ KLJKF

$IWHUWKHLQLWLDO VKRFN VFKRODUV KDYHLQFUHDVLQJO\ S
DSRVVLEOHLQIODWLRQ GULYHU 2QH RI WKH ILUVWZHKRQWULE
DUJXHV WKDW ULVLQJFRUSRUDWH SURILWYV KDY HSWRYSIHIHO H C
DPHWLFXORXVDQDO\WLV RIKRZD SULFHVKRFN LPSXOVH FD
FRQGXFW LQIRUPDO SULFH FRRUGLQDWLRQ WR HLWKHU HQKD

,WVKRXOGEHQRWHG WKDWWHPSRUDULO\ WKHLQIODWLRQUDWHYV ZHUH
KDYHWREHXQGHUVWRRGDV FKDQJHVLQDQQXDODYHUDJHYV



JLIXUH5DWH RI FKDQJH LQ WKH **3 GHIODWRU *HUPDQ\DQG $X
6RXUPHURSHDQ &RPPDVODXRMKRUTV FDOFXODWLRQV
IRWHKH\HDUYV DQG DUHIRUHFDVWY E\WKH (XURSHDQ &RPPLVVLRQ

WKHLU SURILW PDUJLQV )LQDOO\ LQDVHFRQGURXQG ZRUNFE
FRQIOLFW $ORQJVLGHDOO WKHVHVWDJHV SULFH SUHVVXU

6XEVHTXHQWO\ PXOWLSOHVWXGLHVIRFXVVLQJRQ$XVWULD

XWLOLJHV D JURVV YDOXH DGGHG GHIODWRU DQG ILQGV \
FRXOGLQFUHDVH WKHLU SURILWYVY UHJDUGOHVV RIULVLQJ FR

DSSO\ WKH VDPH PHWKRGROR@GDWIRBHMMKWIW SURILWYV Z
GULYHURILQIODWLRQ %RWKVWXGLHVY VKRZ WKDW VRPH VHF
HQHUJ\ ZHUH SDUWLFXODUO\LPSRUWDQWUHJDUGLQJSURILYV
FRPSULVHD GLVFXVVLRQRILQIODWLRQ GULYHUV 7KH\DUJXH
FRQVWDQW SURILWPDUJLQV VLQFH KLIJKHU LPSRUW SULFHV Z

6LQFH , DUJXH WKDW ILQDQFLDOL]DWLRQ KDV LPSDFWHG LQFF
ZKLFK DIITHFW LQIODWLRQDU\ SURFHVVHV LWLV FUXFLDO WR
FLDOL]DWLRQ LQFOXGLQJUHGLVWULEXWLYH WUHQGV WKURX
*)& )LIXUBLVSOD\VWKHGHYHORSPHQW RI WKHDGMXVWHG ZD
LQ * YLVXDOL]LQJ WKHFRQWLQXRXV UHGLVWULEXWLRC
WKH ODWH V HDUO\ V XQWLO WKH *)& FULVLV DQG EH\RQ(
WLRQV LWLVHYLGHQW WKDW WKHDGMXVWHG ZDJHVKDUH IHC
,QWKH $XVWULDQFDVH VLQFHWKHUHLVYPRUHGDWDDYDLOD
LQ WKH HDUO\ V J)RFXVLQJRQ WKH SHULRGLQ FRQVLGHUD\
FRQVWDQWO\EHWZHHQ DQG WKH *)& 'XULQJ WKH FULVLV
$IWHUZDUG WKH ZDJH VKDUH UHPDLQHG DSSUR[LPDWHO\ FRGQC
HDUO\ V DVLPLODUWUHQGFDQEHREVHUYHGIRU*HUPDQ\
ZDJHVKDUHUHFRYHUHGDQG VHWWOHG DURXQG # XQWLO



JLIXUH$GMXVWHG ZDJH VKDUH LQ *HUPDQ\DQG $XVWULD *
6RXUPHURSHDQ &RPPDVODXRMKRUTV FDOFXODWLRQV

I1RWHKH DGMXVWHG ZDJH VKDUH LV GHILQHG DV FRPSHQVDWLRQ SHU HP S
SHUVRQ HPSOR\HG +8LQ HW DO

*HUPDOQ\

*HUPDQ\EHIRUH WKBIGXRWILYJ WKH PHULW RI WKH ILUVW FKDQ
FULVLVY LWLVHYLGHQW WKDW WKHUH ZDV QR VXEVWDQWLDO
QDQFLDO VHFWRAR YHRYHJ WKHUHLVY QRHYLGHQFH WKDW WK
VHFWRU ZDV KLJKHU WKDQ LQ WKH Q RR ZIHYMQF MDKOH W HH FANDR/UD
WHQGHQF\RI WKH JRYHUQPHQW VHFWRU LQ YDOXH DGGHG $
EHREVHUYHG IRUWKH KRXVHKROG VHFWRU ZKLOH WKH VKDU
7KHUHIRUH WKHUH LV VRPHHYLGHQFH IRU WKH VHFWRUDO FI
WKHUHODWLYH VL]HRIWKHJRYHUQPHQW VHFWRU

&RQVLGHULQJWKHVHFRQG FKDQQHO WKHUHLV VXEVWDQWL|
FRVWVDQGUHQWLHUVYSURILWFODLPV )LUVW ERWK QHW SU
RI QHW QDWLRQDO LQFRPH LQFUHDVHG DW WKH H[SHQVH RI F
HYLGHQFH WR WKH K\SRWKHVLY WKDW WKH GHFUHDVH LQ WK|
SURILW FODLPV 6HBRQB WKH GHFRPSRVLWLRQ RIUHQWLHUV:
ZDV VROHO\GULYHQE\DQLQFUHDVLQJVKDUHRIGLYLGHQGYV
YDOXH RULHQWDWLRQ )LJXUH

,QGLFDWRUV UHIHUULQJWR WKH EDUJDLQRPRB SRHFHRQEZIRAU N |
LQVWLWRWLRQWRUV $\DERRZQ DERYH *HUPDQ\LV FKDUDFWF
LQJJRYHUQPHQW VHFWRU EHIRUH WKH FULVLV DQG D IREXV RC
FRPSHWLWLYHQHVV +KIL@HHEBARWEK KRXVHKROG GHEW DQG WUD
WKHUHE\LQFUHDVLQJWKHLQVHFXULW\RIZRUNHUV WKH XQH
SHULRG EHIRUH WKH FULVLY 2YHUDOO WKHPDFURHFRQRPLF



JLIXUH6HFWRUDO VKDUHV LQ QRPLQDO JURVV YDOXHDGGHG
6RXUE’ D DXWKRUYVY FDOFXODWLRQV

JLIXUHG6HFWRU JURVV RSHUDWLQJ VXUSOXV DV D VKDUH RI Vt
+

6RXUEH" D DXWKRUYV FDOFXODWLRQV



JLIXUH,QFRPH VKDUHV LQ QHW QDWLRQDO LQFRPH *HUPDQ\
6RXUE’ D DXWKRUYVY FDOFXODWLRQV

JLIXUH &RPSRQHQWV RI UHQWLHUVY LQFRPH DV D VKDUH LQ
+

6RXUEH" D DXWKRUYV FDOFXODWLRQV



IRUZRUNHUVY EDUJDLQLQJSRZHU 5HJDUGLQJWKHLQVWLW X
RIWUDGH XQLRQV GHFOLQHG VLQFH XQLRQ GHQVLW\DQG EDU
VLV $XWKRUV VXFK DV 'X\D/IOR/IRQIQMWHP W WR DQ HURVLRQ RI F
LQ FRQQHFWLRQ WR KLJKHU LQWHUQDWLRQDO FRPSHWLWLYH
SROLFLHV LQFOXGLQJWKH3*+DUW] UHIRUPV KDYH FUHDWHG
HW DO :KLOHWKHLQGLFHVIRUHPSOR\PHQW SURWHFWLRQ L
UHJXODULQGLYLGXDOFRQWUDFWY VWD\HGFRQVWDQW VWDU
UHJDUGLQJ WHPSRUDU\ FRQWUDFWYV LQFUHDVLQJLQVHFXUL\
EHQHILWY ZHUH DOVR D UHVXOW RI WKH UHIRUPV LQ WKH HDUO
SOR\HG ZRUNHUV WKH QHW UHSODFHPHQW UDWH UHJDUGOH
KRXVLQJEHQHILWY LV TXLWHKLJK )XUWKHUPRUH WKLV UDYV
HYHU FRQVLGHULQJZRUNHUV ZKRKDYHEHHQ XQHPSOR\HG IF
WKH HDUO\ VGHFUHDVHG WKHEHQHILWY UDWHWUHPHQGR:
EHQHILWVLVPLWLIJDWHGE\VRFLDODVVLVWDQFHDQG KRXVLC
W R 2YHUDOO WKHUHLY SURIRXQGHYLGHQFHIRUD GHEU}
GXHWR WKHGHUHJXODWLRQ RIWKHODERU PDUNHW LQ *HUPD

TDEOH6HOHFWHG LQGLFDWRUV IRU EDUJDLQLQJ SRZHU *HUPI

+ + + + + + +
ODFURHFRQRPLFLQGLFDWRUYV
8QHPSOR\PHQW UDWH 8.6 85 85 54 36 37 31
+RXVHKROG GHEW RI*'3 653 701 633 566 532 568
7TUDGHRSHQQHVYV RI*'3 486 625 762 843 87.0 852

,QVWLWXWLRQDO LQGLFDWRUV

7UDGH XQLRQV
8QLRQ GHQVLW\ UDWH 270 234 199 183 168
%DUJDLQLQJFRYHUDJH UDWH751 676 626 585 555
6WULFWQHVV RIHPSOR\PHQW SURWHFWLRQ ,QGH]

I+

&ROOHFWLYH GLVPLVVDOV 3.6 36 36 36 36

,QGLYLGXDO GLVPLVVDOV UHZ60DU ERQWWZBFWYV 26 26
7THPSRUDU\FRQWUDFWYV 2:6 L7 10 11 12
8QHPSOR\PHQW EHQHILWYV

IHW UHSODFHPHQW UDWH LQ XQHPS&R\PHQW + 592 590 590 590

VKRUW WHUP H[FO VRFLDO DVVLVWDQFH DQG

KRXVLQJEHQHILWYV

1HW UHSODFHPHQW UDWH LQ XQHPGBIDR\P KW 592 590 590 590
+ VKRUW WHUP LQFO VRFLDO DVVLVWDQFH DQG

KRXVLQJEHQHILWYV

1HW UHSODFHPHQW UDWH LQ XQHPS5DR\PHE2W 360 346 340 315
+ ORQJ WHUP LQFO VRFLDO DVVLVWDQFH DQG

KRXVLQJEHQHILWYV

IRWBQHPSOR\PHQW DV D SHUFHQWDJHRIDFWLYHSRSXODWLRQ WUDGHRSHQQHVV LPSRUWVDQGH[SRUWYV
DUHPHPEHUV RIDWUDGH XQLRQ DPRQJDOO HPSOR\HHV EDUJDLQLQJ RU XQLRQ FRYHUDJHUDWH SURSRU
DGMXVWHGIRUVHFWRUVZLWKRXWEDUJDLQLQJULJKWY QHWUHSODFHPHQWUDWH DVDSHUFHQWDJHRIS
DQG ORQJ WHUP WR PRQWKV RIXQHPSOR\PHQW

6 RXUEF(R' D E F 2(&' DQG $,$6 DQG (XURSHDQ &RFEPDWW.RRUTYV FDOFXODWLRQV

*HUPDQ\ GXULQJ DQG DI$MMUHWKKRAWFEIMIMLY *HUPDQ\TV DGM X\
PDLQHG URXJKO\ FRQVWDQW XQWLO 7KH JRYHUQPHQW V
URXJKO\ FRQVWDQW ZKLOH WKH QRQ ILQDQFLIXWUWHKFHWRR UB
WKH SURILW VKDUH H[KLELWHG D GHFUHDVLQJ WHW&HQRELQ E
OHQGLQJOLWWOHWRQRHYLGHQFH WR WKH ILUVW FKDQQHO I

TKHVWUHQIWKRIWKHVHFRQG FKDQQHO GHFOLQHG GXULQJD
HUW\LQFRPH GHFUHDVHG ZKLOH HPSOR\HH FRRSHRY B W L&RLQ U



GHQGLQFRPHGHFUHDVHG VXEVWDQWLDOO\ DQG QHW LQWHU
/HVV SUHVVXUHIURP WKHRYHUKHDG FRVWY UHQWLHUVY S
WR WKH VOLJKW HDVH LQ WKH ZDJH VKD UH

5HIDUGLQJZRUNHUVYEDUJDLQLQJSRZHU XQHPSOR\PHQW D(
DPRUHVWDEOH VLWXDWLRQ +RZHYHU WUDGH RSHQQHVYV L(
WUHQGLQWKHPDFURHFRQRPLFLQGLFDWRUV ,PSRUWDQWO\
WHQGHQF\ :KLOH VWULFWQHVV LQ HPSOR\PHQW SURWHFWLF
VWD\HG URXJKO\ FRQVWDQW LQGLFDWRUV VXFK DV XQLRQ GF
XQHPSOR\PHQW EHQHILWY GHFUHDVHG IXUWKHU 2YHUDOO
SRZHU GLG QRW FRPHWR D KDOWDIWHU WKH FULVLV 7TDEOH

SHFHQW GHYHORSPH QMW IGHNMHPPSPHQW RIWKH ZDJH VKDUH E
VWDUWLQJZLWK WKH &29," SDQGHPLF EXW LW ZRXOG EH WR
7KLV DOVR KROGV WUXH IRUWKH WKUHH .DOHFNLDQ FKDQQHO

TDEOH'HFRPSRVLWLRQRIFRQWULEXWLRQV WR SULFHLQIODW

<HDU *'3SULFHLQIODWLRQ 8QLWODERUFRVWLQIODWLRQ 8QLWLPSRUWHGPDWHULD

1:854 0822 0440 0592
1:330 0489 0:246 1087
1:500 Q479 1207 0:186
2:013 1233 1134 0:354
2:125 1216 0408 0502
1:876 1332 1:629 2173
3:014 0038 3386 0:411
5:273 1272 6121 2:119
6:260 2271 1:390 5378
2:973 1705 0320 0948
2:625 0893 Q700 1031

IRWHAKH \HDUV DQG DUHIRUHFDVWY E\ WKH (XURSHDQ &RPPLVVLRQ 8QLW ODERU FRVW LQIODWLRQ >
VXP XS WR *'3 SULFHLQIODWLRQDQGKDYHWREHLQWHUSUHWHG DV FRQWULEXWLRQV WR RYHUDOO SULFHL
6RXUPHURSHDQ &RPPLEVVMDRWQKRUTY FDOFXODWLRQV

7REHWWHU XQGHUVWDQG WKHLQIODW LRQSO\IBVIDEHFREQRN
RI*'3SULFHLQIODWLRQLQWR ZHLJKWHGDYHUDJHV RIFRQWU!
PDWHULDO FRVWV DQG XQLW SURILWV )LUVW QRWH WKDW X
RUHYHQ EHORZ WKH WDUJHW RI WKH (&% 7KH UDWH RIFKDQ
VWDUWHG LQFUHDVLQJ LQ ZKHUH XQLW LPSRUWHG PDWH
GHJUHH WR WKH RYHUDOO FKDQJH LQ WKH SULFH OHYHO S
WLRQ UHPDLQHG UDWKHU FRQVWDQW XQLW SURILW LQIODWL
SULFHLQIODWLRQLQFUHDVHG WR WKH GRPLQDQW FRQW L
LQIODWLRQ ZLWK SHUFHQWDJH SRLQWV XQLW ODERU FRV
LQIODWLRQ FRQWULEXWLRQV ZHUH QHJDWLYH ,W VKRXOG EF
,QWHUHVWLQJO\ WKHFRQWULEXWLRQRIXQLWLPSRUWH
XQLW ODERU FRVW LQIODWLRQ FRQWULEXWHG ZLWK DURXQG
EXWLRQRI XQLW SURILWLQIODWLRQ ZDV WUHPHQGRXV DPRX
WZR\HDUV RI WKH FRQVLGHUHG WLPHIUDPH SULFHLQIODWLR
+ Q XQLW ODERU FRVW LQIODWLRQ LV DQWLFLSDWH
SULFHLQIODWLRQ ZKLFKFRXOGLPSO\ZRUNHUV DUH WU\LQJ
LW VHHPV OLNH LQIODWLRQ PD\ VHWWOH GRZQ ZLWK UDWKH
XQLW LPSRUWHG PDWHULDO FRVWDQG XQLW SURILWV



JLIXUH*URZWK UDWHV RI XQLW ODERU FRVWYV XQLW LPSRUWH
PDQ\ +
BRXUPHURSHDQ &RPPIEVODDRNKXRUYY FDOFXODWLRQV

&RPLQJEDFN WR WKH (&% TV LQIODWLRRDODLYIW W RH JURZWHKHJ
LQGLFDWRUV ZKLFKDUH XVHG IRUWKHLQIODWLRQ GHFRPSRYV
IOXFWXDWH DURXQG WKH WDUJHW LI FRQVWDQW GLVWULEX
WKHVH G\QDPLFVFRXOGWRVRPHH[WHQWEHREVHUYHG VLQF
+RZHYHU WKH G\QDPLF FKDQJHG LQ ZKHQ WKH JURZWK UL
WXUQHG QHIJDWLYH ,Q XQLW LPSRUWHG PDWHULDO FRVYV
XQLW SURILWJURZWK UDWHYV 7KLV SURFHVYVY SHDNHG LQ D
WKH XQLW SURILWLQIODWLRQLQFUHDVHG JUHDWO\ 7KH JUR?Z
OLQHZLWK SUHYLRXVDUJXPHQWY WKHJURZWK UDWHYV VHHP

$XVWULD

$XVWULD EHIRUB OWKEXILWDWWURQJUHGLVWULEXWLRQ WRZL
LQ $XVWULD EHIRUH WKH FULVLV WKLV VKLIWGRHYVY QRW VHHP
VLWLRQ FKDQQHO 1HLWKHUWKHVKDUHRIWKHILQDQFLDO VH
VKRZDQ\FRQVLGHUDEOH FKDQYKHHWBRWXUM KH SURILW VKDUH
WRU ZDV FRQWLQXRXVO\EHORZ WKH VKDUH L&RW E H@QLRXQJ W.KHDM
WUHQGV WKHUHLV QR VXEVWDQWLDO HYLGHQFH IRU WKH ILU

5HIJDUGLQJ WKH VHFRQG FKDQQHO WKH GHFUHDVH LQ FRPSH
E\DQLQFUHDVHLQ QHW SURSHUW\ LQFRPH DKHGAHFPREB S@N G WML
RI UHQWLHUVY LQFRPH UHYHDOV WKDW WKH ULVH LQ GLYLGH
WKH VKDUH RI QHW LQWHUHVW LQFRPH DQG SURSHUW\ LQFRF
GLYLGHQGLQFRPHLQFUHDVHRRKBNKDIRIH WKKWHLY HYLGHQFH
FRVWVY UHQWLHUVY SURILW FODLPV FKDQQHO FDQ SDUWO\ H[S



JLIXUH6HFWRUDO VKDUHV LQ QRPLQDO JURVV YDOXHDGGHG
6RXUE’ D DXWKRUYVY FDOFXODWLRQV

JLIXUH 6HFWRU JURVV RSHUDWLQJ VXUSOXV DV D VKDUH RI1 V
+

6RXUEH" D DXWKRUYV FDOFXODWLRQV



J)LIXUH ,QFRPH VKDUHV LQ QHW QDWLRQDO LQFRPH $XVWULD
6RXUER" D DXWKRUTV FDOFXODWLRQV

JLIXUH &RPSRQHQWV RI UHQWLHUVY LQFRPH DV D VKDUH LGQC
+

6RXUEH" D DXWKRUYV FDOFXODWLRQV



)LQDOO\ WKHUHLVQXDQFHGHYLGHQFHIRUWKHGLPLQLVKPH
QRPLFVLWXDWLRQ ZDV FKDUDFWHUL]JHG E\D ORZ XQHPSOR\P|I
IHFWV RQEDUJDLQLQJSRZHU KRZHYHU ERWKKRXVHKROG GH
LQJ WKHLQVWLWXWLRQDO LQGLFDWRUV ZKLOH XQLRQ GHQV
KLJK 7KHVHILQGLQJV RILQLWLDO KLJK XQLRQ GHQVLW\DQG
LQ OLQH ZLWK VWURQJVRFLDO SDUWQHUVKLSV LQ$XMWWHUD )
PRUH WKH VWULFWQHVV RIHPSOR\PHQW SURWHFWLRQ UHPD
IRUP 8QHPSOR\PHQW EHQHILWY H[FOXGLQJVRFLDODVVLVW]I
VWDQW 2Q WKHRWKHU KDQG EHQHILWY LQFOXGLQJDGGLWI
WKH HITHFW RQ ZRUNHUVY EDUJDLQLQJ SRZHU LV DPELJXRXV
IDOOLQ EDUJDLQLQJSRZHU RWKHUV VWD\HG FRQVWDQW LP¢

$XVWULD GXULQJDQG RWQFH WXHRULKHVLUVW FKDQQHO WKF
FUHDVHG VOLJKWO\ GXULQJWKH FULVLVY ZKLOH WKH VKDUH R
VHFWRU GHFUHDVHG PLQLPDOO\ +RZHYHU ERWK WKH JRYHU
PDLQHG UDWKHU FRQVWDQW BIG\GLWW R B B O DY MR WKMUBFW W k
RI WKH ILOQDQFLDO VHFWRU ZDV FRQWLQXRXVO\ EHORZ WKH V
EHWZHHQ WKH WZR ZLGHQHG DIWKN WKHMRILIVQ FRRSRVHW LR C
SDUWO\H[SODLQ WKH WHPSRUDU\LQFUHDVH RI WKH ZDJH VKL
ORVW VLJQLILFDQFH

7TDEOH6HOHFWHG LQGLFDWRUV IRUEDUJDLQLQJ SRZHU $XVW

+ + + + + + +
ODFURHFRQRPLFLQGLFDWRUV
8QHPSOR\PHQW UDWH 4:6 45 54 54 57 61 51
+RXVHKROG GHEW RI*'3 429 461 523 524 503 527
7TUDGHRSHQQHVYV RI*'3 737 874 964 1034 1048 1053

,QVWLWXWLRQDO LQGLFDWRUYV

7UDGH XQLRQV
8QLRQ GHQVLW\ UDWH 393 357 309 281 267
%DUJDLQLQJFRYHUDJH UDWH980 980 980 980 980
6WULFWQHVV RIHPSOR\PHQW SURWHFWLRQ ,QGH]

I+

&ROOHFWLYH GLVPLVVDOV 33 33 33 33 33

,QGLYLGXDO GLVPLVVDOV UH2ZYODU ERQWWRBFWYV 26 23
7THPSRUDU\FRQWUDFWYV 1.3 13 13 13 13
8QHPSOR\PHQW EHQHILWYV

1HW UHSODFHPHQW UDWH LQ XQHPSE®R\PHW + 550 5580 550 585

VKRUW WHUP H[FO VRFLDO DVVLVWDQFH DQG

KRXVLQJEHQHILWYV

1HW UHSODFHPHQW UDWH LQ XQHPGABR\PBIBW 560 550 550 555
+ VKRUW WHUP LQFO VRFLDO DVVLVWDQFH DQG

KRXVLQJEHQHILWYV

1HW UHSODFHPHQW UDWH LQ XQHPGXBR\PBEW 530 510 510 515
+ ORQJ WHUP LQFO VRFLDO DVVLVWDQFH DQG

KRXVLQJEHQHILWYV

1RWBQHPSOR\PHQW DV D SHUFHQWDJHRIDFWLYH SRSXODWLRQ WUDGHRSHQQHVYV LPSRUWV DQG H[SRUWYV
DUH PHPEHUV RID WUDGH XQLRQ DPRQJDOO HPSOR\HHV EDUJDLQLQJ RUXQLRQ FRYHUDJHUDWH SURSRU
DGMXVWHG IRUVHFWRUV ZLWKRXW EDUJDLQLQJULJKWY QHWUHSODFHPHQW UDWH DVDSHUFHQWDJHRIS
DQG ORQJ WHUP WR PRQWKV RIXQHPSOR\PHQW

6 R X UF(H.' D E F 2(& DQG$,$6 DQG (XURSHDQ &REPDXW.IRRUTV FDOFXODWLRQV

2YHUKHDG FRVWV DQG UHQWLHUVY SURILW FODLPV VHHP WR K
SURSHUWN\LQFRPHGHFUHDVHG ZKLOH FRP S H QUWRMWHIRYHRII KBR.¥ C
LGHQG DQG QHWLQWHUHVW LQFRPHIHOO VXEYKHUWHNVRD B O0 BY



SUHVVXUHIURP WKHVHFRQG FKDQQHO PD\SDUWO\H[SODLQ W
JDLQLQJSRZHURIZRUNHUV H[KLELWV DIDOOLQJEXW PHGLDW
IXUWKHU XQHPSOR\PHQW DQG KRXVHKROG GHEW VWD\HG UD
IUDPHZRUN LQ WKH SRVW FULVLV SHULRG XQLRQ GHQVLW\ D
FLDODVVLVWDQFH GHFUHDVHG VOLJKWO\ +RZHYHU DOO RW
7DEOH

SHFHQW GHYHORSPH®WPLDD Y XWRVUHWDPDQ\ LW ZRXOG EH WRR
PHDQLQJIXOFKDQJHVLQWKHZDJHVKDUHRUWKH.DOHFNLDQ
RILQIODWLRQDU\ GULY HURPSUEX\HW WHOH FREOHVSRQGLQJ GHI
SULFH LQIODWLRQ 8QWLO WKH RYHUDOO SULFH LQIODW|1
WDUJHW RI WKH (&% :KLOHVRPHLQFUHDVHVLQ*3SULFHDQG
FRXOG EHREVHUYHG LQ WKH G\QDPLF HVFDODWHG LQ WKH
SULFHLQIODWLRQ LQFUHDVHG WR W LVHYLGHQW WKDW

SHUFHQWDJH SRLQWY FRQWULEXWHG GLVSURSRUWLRQD
RI XQLW ODERU FRVWYV ZDV UDWKHU VPDOO DQG XQLW SURILW
LQIODWLRQ ZDV UHDFKHG LQ ZLWK ZKHUH XQLW SURILV
WKH G\QDPLF E\FRQWULEXWLQJ SHUFHQWDJH SRLQWV 7K
FRVWVY WXUQHG QHJDWLYH ZKLOH XQLW ODERU FRVW LQIODW!I
SHUFHQWDJH SRLQWYV :KLOHLW VHHPVY WR EH WKH FDVH WKD)
UHVSHFWLYHO\ LVVHWWOLQJGRZQDJDLQLQ DQG LW I
DQG UHVSHFWLYHO\ ,Q XQLW ODERU FRVW LQIODWLR
SULFHLQIODWLRQLQ $XVWULD 1HYHUWKHOHVV XQLW SURIL!
ERWKIRUHFDVWV

TDEOH'HFRPSRVLWLRQRIFRQWULEXWLRQV WR SULFHLQIODW

<HDU *'3 SULFHLQIODWLRQ 8QLWODERUFRVWLQIODWLRQ 8QLWLPSRUWHG PDWHULD

2:302 0487 0:031 1846
1:850 0538 0:089 1401
1:.001 0324 1542 0:865
1:.837 0692 1329 0:184
1:613 Q763 0239 0612
2715 2310 1:371 1776
2:067 0231 4093 2:257
5:305 0818 5811 1:324
7:573 2867 0:169 4875
4.010 2089 Q742 1179
3:506 1048 0880 1578
1IRWHAKH \HDUV DQG DUH IRUHFDVWYV E\ WKH (XURSHDQ &RPPLVVLRQ 8QLW ODERU FRVW LQIODWLRQ >

VXP XS WR *'3 SULFHLQIODWLRQDQGKDYHWREHLQWHUSUHWHG DV FRQWULEXWLRQVWRRYHUDOO SULFHL
6RXUPHURSHDQ &RPPLEVVMDRWOQKRUTY FDOFXODWLRQV

6LPLODU WR WKH *HUPDQ FDVH WKH JURZWK UDWHV RI WKH L

WDUJHW RI WKH (&% XQWLQQ )LWXHWHS\QDPLF FKDQJHG DQ
JURZWK UDWH RI XQLW LPSRUWHG PDWHULDO FRVW FDQ EH R
XQLW ODERU FRVWYV H[FHHGHG WKDW RI XQLW SURILWV LQ
LQ WKH LQFUHDVLQJJURZWK UDWHV RI XQLW LPSRUWHG PDW
*HUPDQ\ WKH JURZWK UDWH RI XQLW SURILWY EHFEDPH QHJD
UHYHUVHG LQ ZKHQ XQLW LPSRUWHG PDWHULDO FRVW LQ]
RI XQLW SURILWY VN\URFNHG ,QWHUHVWLQJO\ WKH JURZWK
WKH *HUPDQ FDVH
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