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Staff Paper
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1RWHV RQ DQ $QDO\WLFDO )UDPHZRUN IRU (QWHUSULVH %XGJHWV

LQ )LQDQFLDO DQG (FRQRPLF $QDO\VLV

(ULF :� &UDZIRUG

FUDZIRU�#SLORW�PVX�HGX

$EVWUDFW

7KLV SDSHU SUHVHQWV EULHI QRWHV RQ WKH IRUPDW DQG XVH RI EXGJHWV LQ ERWK ILQDQFLDO DQG

HFRQRPLF DQDO\VLV� 7KH PDLQ HPSKDVLV LQ RQ HQWHUSULVH EXGJHWV� ZLWK VRPH PHQWLRQ RI

FDSLWDO EXGJHWV� $OWHUQDWLYH PHDVXUHV RI SURILWDELOLW\ DUH GHILQHG DQG FRPSDUHG�

0HWKRGV RI HVWLPDWLQJ RSSRUWXQLW\ FRVWV DUH EULHIO\ GLVFXVVHG�

�� SDJHV

&RS\ULJKW � ���� E\ (ULF &UDZIRUG� $OO ULJKWV UHVHUYHG� 5HDGHUV PD\ PDNH YHUEDWLP FRSLHV

RI WKLV GRFXPHQW IRU QRQ�FRPPHUFLDO SXUSRVHV E\ DQ\ PHDQV� SURYLGHG WKDW WKLV FRS\ULJKW

QRWLFH DSSHDUV RQ DOO VXFK FRSLHV�



1RWHV RQ DQ $QDO\WLFDO )UDPHZRUN IRU (QWHUSULVH %XGJHWV

LQ )LQDQFLDO DQG (FRQRPLF $QDO\VLV

%\

(ULF :� &UDZIRUG

6WDII 3DSHU 1R� �����

$XJXVW ����

�5HYLVHG -XQH �����

'HSDUWPHQW RI $JULFXOWXUDO (FRQRPLFV

0LFKLJDQ 6WDWH 8QLYHUVLW\

7KLV 6WDII 3DSHU PD\ EH IRXQG DW KWWS���ZZZ�DHF�PVX�HGX�DJHFRQ�

7KH DXWKRU LV 3URIHVVRU� 'HSW� RI $JULFXOWXUDO (FRQRPLFV� 0LFKLJDQ 6WDWH 8QLYHUVLW\� )XQGLQJ

IRU WKLV SDSHU ZDV SURYLGHG E\ WKH )RRG 6HFXULW\ DQG 3URGXFWLYLW\ 8QLW RI WKH 3URGXFWLYH

6HFWRU *URZWK DQG (QYLURQPHQW 'LYLVLRQ� 2IILFH RI 6XVWDLQDEOH 'HYHORSPHQW� $IULFD %XUHDX�

86$,' �$)5�6'�36*(�)63�� XQGHU WKH )RRG 6HFXULW\ ,, &RRSHUDWLYH $JUHHPHQW EHWZHHQ

$,'�*OREDO %XUHDX� 2IILFH RI $JULFXOWXUH DQG )RRG 6HFXULW\� DQG WKH 'HSDUWPHQW RI

$JULFXOWXUDO (FRQRPLFV DW 0LFKLJDQ 6WDWH 8QLYHUVLW\� 7KH YLHZV H[SUHVVHG LQ WKLV GRFXPHQW

DUH H[FOXVLYHO\ WKRVH RI WKH DXWKRU�
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1RWHV RQ DQ $QDO\WLFDO )UDPHZRUN IRU (QWHUSULVH %XGJHWV

LQ )LQDQFLDO DQG (FRQRPLF $QDO\VLV

%DFNJURXQG DQG $FNQRZOHGJPHQWV

7KLV VKRUW SDSHU ZDV SUHSDUHG WR KHOS VXSSRUW WKH DQDO\VLV RI GDWD FROOHFWHG LQ YDULRXV

FRXQWULHV RI $IULFD XQGHU WKH 'HSDUWPHQW RI $JULFXOWXUDO (FRQRPLFV )RRG 6HFXULW\ ,,

&RRSHUDWLYH $JUHHPHQW� IXQGHG E\ 86$,'� 7KH WRSLFV FRYHUHG LQ WKH SDSHU DUH SDUWO\ WKH

UHVXOW RI KHOSIXO GLVFXVVLRQV ZLWK -XOLH +RZDUG� 9DOHULH .HOO\� 0LNH :HEHU� DQG RWKHUV�

7\SHV RI %XGJHWV

7KH PRVW FRPPRQ W\SHV RI EXGJHWV DUH�

�� (QWHUSULVH EXGJHWV� ZKLFK VKRZ FRVWV DQG UHWXUQV IRU D JLYHQ SURGXFWLRQ DFWLYLW\ RQ

D SHU�XQLW EDVLV �H�J�� SHU KHFWDUH��

�� :KROH�IDUP EXGJHWV� ZKLFK VKRZ FRVWV DQG UHWXUQV IRU DQ HQWLUH IDUP�

�� 3DUWLDO EXGJHWV� ZKLFK VKRZ WKH QHW JDLQ �ORVV� UHVXOWLQJ IURP D FKDQJH LQ

SURGXFWLRQ DFWLYLW\� H�J�� IURP WKH FXUUHQW FURS RU WHFKQRORJ\ WR D QHZ RQH�

�� &DSLWDO EXGJHWV� ZKLFK VKRZ WKH PXOWLSOH�\HDU FRVWV DQG UHWXUQV DVVRFLDWHG ZLWK DQ

LQYHVWPHQW�

7KH IRFXV LQ WKHVH QRWHV LV RQ HQWHUSULVH EXGJHWV� ZKLFK DUH XVHG WR GHWHUPLQH

ZKHWKHU D JLYHQ SURGXFWLRQ DFWLYLW\ LV GHVLUDEOH� RU WR FRPSDUH WKH GHVLUDELOLW\ RI WZR RU PRUH

HQWHUSULVHV� ´'HVLUDELOLW\µ PD\ EH HTXDWHG WR ´SURILWDELOLW\�µ EXW DV QRWHG EHORZ RWKHU LVVXHV

VKRXOG DOVR EH FRQVLGHUHG�
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(QWHUSULVH DQDO\VLV FDQ LQYROYH VHYHUDO HOHPHQWV�

�� $ SURILWDELOLW\ FDOFXODWLRQ�

�� $Q DVVHVVPHQW RI WKH IHDVLELOLW\ RI WKH HQWHUSULVH� LQ WHUPV RI UHVRXUFH UHTXLUHPHQWV

UHODWLYH WR WKH ODQG� ODERU� DQG FDSLWDO DYDLODEOH WR WKH IDUPHU�

�� $Q DVVHVVPHQW RI RWKHU SURV DQG FRQV RI WKH HQWHUSULVH WKDW DUHQ·W FDSWXUHG LQ WKH

EXGJHW� H�J�� PDQDJHPHQW FRPSOH[LW\� ULVN� UHOLDQFH RQ ERUURZHG FDSLWDO� FDVK IORZ

SUREOHPV� HWF�

(QWHUSULVH EXGJHWV FDQ EH SUHSDUHG XVLQJ HLWKHU ILQDQFLDO RU HFRQRPLF SULFHV� $V

H[SODLQHG EHORZ� ILQDQFLDO DQG HFRQRPLF DQDO\VLV DUH XVHG WR DQVZHU VRPHZKDW GLIIHUHQW

TXHVWLRQV�

)LQDQFLDO DQDO\VLV

7KH SXUSRVH RI ILQDQFLDO DQDO\VLV LV WR DVVHVV WKH DWWUDFWLYHQHVV RI DQ HQWHUSULVH WR

IDUPHUV� 7KH EXGJHW LV WKHUHIRUH FDOFXODWHG XVLQJ PDUNHW SULFHV �SULFHV SDLG RU UHFHLYHG E\

IDUPHUV�� ,Q�NLQG LQSXWV DQG RXWSXWV VKRXOG EH LQFOXGHG DV ZHOO DV WKRVH WKDW DUH ERXJKW DQG

VROG LQ WKH PDUNHW�

,Q�NLQG LQSXWV RU RXWSXWV WKDW DUH FRQVXPHG RU XVHG RQ WKH IDUP DUH JHQHUDOO\ YDOXHG

XVLQJ IDUP�JDWH SXUFKDVH RU VDOH HTXLYDOHQWV EDVHG RQ PDUNHW SULFHV DGMXVWHG IRU WUDQVSRUW

DQG KDQGOLQJ FRVWV� 7KH YDOXH RI RXWSXW FDQ HLWKHU EH FDOFXODWHG EDVHG RQ D GLUHFW HVWLPDWH

RI WRWDO RXWSXW� RU FRQVWUXFWHG IRU D JLYHQ SURGXFWLRQ SHULRG E\ DGGLQJ VDOHV� RQ�IDUP



�

XVH�FRQVXPSWLRQ� DQG FKDQJHV LQ LQYHQWRU\� 7KH ODWWHU PHWKRG UHTXLUHV KDUG�WR�JHW GDWD RQ

LQYHQWRU\ FKDQJHV�

&RQYHQWLRQDO GHILQLWLRQV RI SURILWDELOLW\ RU ´ERWWRP OLQHµ LQ DQ HQWHUSULVH EXGJHW DUH�

�� *URVV PDUJLQ  YDOXH RI RXWSXW PLQXV YDULDEOH FRVWV �VHHG� IHUWLOL]HU DQG FKHPLFDOV�

KLUHG ODERU� HTXLSPHQW PDLQWHQDQFH DQG UHSDLUV� LQWHUHVW RQ VKRUW�WHUP ORDQV� HWF��

�� 1HW PDUJLQ  YDOXH RI RXWSXW PLQXV ERWK YDULDEOH DQG IL[HG FRVWV� ZKHUH IL[HG

FRVWV LQFOXGH GHSUHFLDWLRQ� LQWHUHVW RQ PHGLXP� DQG ORQJ�WHUP ORDQV� PDLQWHQDQFH

DQG UHSDLUV RQ LPSURYHPHQWV �EXLOGLQJV DQG IDUP VWUXFWXUHV�� WD[HV� DQG LQVXUDQFH

�WKH ODWWHU WZR W\SHV RI FRVW QRW XVXDOO\ EHLQJ UHOHYDQW LQ UXUDO $IULFD�� 6HYHUDO

FRPPHQWV VKRXOG EH PDGH DERXW WKH FDOFXODWLRQ RI QHW PDUJLQ�

D� +RZ SHRSOH FDOFXODWH QHW PDUJLQ YDULHV D ORW LQ WHUPV RI KRZ PDQ\ HOHPHQWV

RI IL[HG FRVW DUH GHGXFWHG�

E� $ VLJQLILFDQW FRQFHSWXDO DQG SUDFWLFDO LVVXH LV ZKDW VKDUH RI WKH IDUP�OHYHO

IL[HG FRVW �H�J�� GHSUHFLDWLRQ RQ HTXLSPHQW WKDW LV XVHG RQ PRUH WKDQ RQH

FURS� WR DOORFDWH WR D JLYHQ HQWHUSULVH� 2IWHQ WKLV LV GRQH LQ SURSRUWLRQ WR WKH

DUHD FXOWLYDWHG LQ WKH GLIIHUHQW HQWHUSULVHV�

F� 7KH RSSRUWXQLW\ FRVWV RI IDPLO\ ODQG� ODERU� DQG FDSLWDO DUH FRQYHQWLRQDOO\ QRW

GHGXFWHG LQ FDOFXODWLQJ QHW PDUJLQ�

G� 1HW PDUJLQ� OLNH QHW IDUP LQFRPH� WKHUHIRUH UHSUHVHQWV WKH UHWXUQ WR IDPLO\

ODQG� ODERU DQG FDSLWDO�



�

�� (QWHUSULVH SURILW  QHW PDUJLQ PLQXV WKH HVWLPDWHG RSSRUWXQLW\ FRVW RI IDPLO\ ODQG�

ODERU� DQG FDSLWDO� &RPPHQWV�

D� $V IRU QHW PDUJLQ� WKHUH·V D ORW RI YDULDELOLW\ LQ KRZ IDU RQH JRHV LQ QHWWLQJ RXW

WKHVH RSSRUWXQLW\ FRVWV ZKHQ FDOFXODWLQJ HQWHUSULVH SURILW�

E� 7KH RSSRUWXQLW\ FRVW RI HTXLW\ FDSLWDO LV XVXDOO\ FDOFXODWHG E\ PXOWLSO\LQJ WKH

YDOXH RI YDULDEOH FRVWV E\ WKH DSSURSULDWH LQWHUHVW UDWH� &RQFHSWXDOO\� WKLV LV

WKH UDWH RI UHWXUQ RQ WKH IDUPHU·V EHVW DOWHUQDWLYH LQYHVWPHQW� ,Q SUDFWLFH� LW LV

RIWHQ WDNHQ WR EH WKH LQWHUHVW UDWH FKDUJHG E\ WKH PRVW FRPPRQ FUHGLW VRXUFH

LQ WKH DUHD� :KLOH WKH RSSRUWXQLW\ FRVW RI HTXLW\ FDSLWDO ZRXOG EH GHGXFWHG

H[SOLFLWO\ LQ D VLQJOH�\HDU HQWHUSULVH EXGJHW �LI HQWHUSULVH SURILW LV FDOFXODWHG��

WKDW LV QRW QHFHVVDU\ LQ D PXOWLSOH�\HDU FDSLWDO EXGJHW �LQYHVWPHQW DQDO\VLV��

VLQFH LQ WKDW FDVH WKH RSSRUWXQLW\ FRVW RI FDSLWDO LV UHSUHVHQWHG E\ WKH GLVFRXQW

UDWH� 7KLV LV WUXH IRU ERWK ILQDQFLDO DQG HFRQRPLF DQDO\VLV�

F� 7KH RSSRUWXQLW\ FRVW RI IDPLO\ ODERU �2&/� LV RIWHQ FDOFXODWHG XVLQJ WKH

SUHYDLOLQJ ZDJH UDWH IRU XQVNLOOHG DJULFXOWXUDO ODERU� 7KLV PD\ RYHUHVWLPDWH WKH

2&/ LI IHZ IDUP IDPLO\ PHPEHUV DFWXDOO\ SDUWLFLSDWH LQ WKH ODERU PDUNHW� RU LI

WKH ZDJH UDWH FKRVHQ SHUWDLQV WR D SHDN SHULRG ZKHUH WKH PDUJLQDO

SURGXFWLYLW\ RI ODERU LV PXFK KLJKHU WKDQ DW RWKHU WLPHV RI WKH \HDU� $Q

DOWHUQDWLYH LV WR EDVH WKH RSSRUWXQLW\ FRVW RI ODERU LQ D JLYHQ HQWHUSULVH �H�J��

RQH LQYROYLQJ D QHZ WHFKQRORJ\� RQ WKH UHWXUQV WR ODERU LQ WKH EHVW DOWHUQDWLYH

WR WKDW HQWHUSULVH� RU LQ WKH W\SLFDO IDUP SODQ RYHUDOO� ´0XWXDOµ ODERU �ODERU



�

FRQWULEXWHG E\ WKRVH RXWVLGH WKH IDPLO\ ZLWK WKH H[SHFWDWLRQ RI UHFLSURFLW\�

FRXOG EH YDOXHG OLNH IDPLO\ ODERU� +LUHG ODERU SDLG LQ NLQG ZRXOG EH FRVWHG DW

WKH LPSXWHG YDOXH RI WKH LQ�NLQG SD\PHQWV�

G� $ FRPPRQ DOWHUQDWLYH WR �F� LV WR QRW GHGXFW DQ\WKLQJ IRU WKH RSSRUWXQLW\ FRVW

RI ODERU� EXW WR UHSRUW D QHW PDUJLQ SHU GD\ RI IDPLO\ ODERU� �7KH XVXDO

UDWLRQDOH IRU WKLV DSSURDFK LV WKDW WKH RSSRUWXQLW\ FRVW RI ODERU LV KDUG WR

HVWLPDWH� RU WKDW ODERU LV WKH FULWLFDO UHVRXUFH� VR UHWXUQV WR ODERU DUH RI PRVW

LQWHUHVW�� 1HW PDUJLQ SHU GD\ RI ODERU UHSUHVHQWV WKH UHWXUQ WR IDPLO\ ODQG DQG

FDSLWDO SHU GD\ RI ODERU� XQOHVV WKH FRVWV RI IDPLO\ ODQG DQG FDSLWDO KDYH EHHQ

GHGXFWHG �LQ ZKLFK FDVH WKH UHVLGXDO LV UHWXUQV WR ODERU�� 2I FRXUVH� \RX QHHG

DW OHDVW VRPH HVWLPDWH RI WKH RSSRUWXQLW\ FRVW RI IDPLO\ ODERU WR GHWHUPLQH

ZKHWKHU WKH HQWHUSULVH LV SURILWDEOH LQ WKH VHQVH RI JLYLQJ UHWXUQV WR ODERU WKDW

DUH KLJKHU WKDQ WKRVH IURP WKH EHVW DOWHUQDWLYH DFWLYLW\�

,Q VRPH FDVHV� \RX PD\ ZDQW WR H[DPLQH WKH HIIHFW RI D SDUWLFXODU HQWHUSULVH DW WKH IDUP

OHYHO UDWKHU WKDQ RQ D SHU�KHFWDUH EDVLV� H�J�� WR GHWHUPLQH ZKHWKHU WKH DJJUHJDWH RXWSXW LV

VXIILFLHQW WR PHHW IDPLO\ IRRG QHHGV� ZKHWKHU WKH DJJUHJDWH FDVK UHTXLUHPHQWV FDQ EH

ILQDQFHG E\ WKH KRXVHKROG� HWF� ,Q VXFK FDVHV� LW PLJKW EH XVHIXO WR SUHSDUH D ZKROH�IDUP

EXGJHW� ,I VR� WKH FRPPRQ ´ERWWRP OLQHµ PHDVXUHV DUH�

�� 1HW IDUP LQFRPH� ZKLFK LV DQDORJRXV WR QHW PDUJLQ�

�� 5HWXUQV WR ODERU �RU WR ODQG� RU WR HTXLW\ FDSLWDO�� ZKLFK DUH WKH UHVLGXDOV WKDW UHVXOW

IURP VXEWUDFWLQJ IURP QHW IDUP LQFRPH WKH RSSRUWXQLW\ FRVWV RI WKH RWKHU IDPLO\



�

UHVRXUFHV� �(�J�� UHWXUQV WR ODERU  1), � RSSRUWXQLW\ FRVW RI ODQG DQG HTXLW\

FDSLWDO��

�� 1HW KRXVHKROG LQFRPH �1+,�� ZKLFK LV 1), SOXV QHW QRQIDUP EXVLQHVV LQFRPH

�UHFHLSWV PLQXV H[SHQVHV��

�� 1HW KRXVHKROG VXUSOXV �1+6�� ZKLFK LV 1+, PLQXV HVWLPDWHG IDPLO\ FRQVXPSWLRQ

H[SHQGLWXUHV �LQFOXGLQJ YDOXH RI SXUFKDVHG DQG RZQ�SURGXFHG IRRG FRQVXPHG��

1+6 UHSUHVHQWV WKH DPRXQW DYDLODEOH IRU VDYLQJV DQG LQYHVWPHQW�

7DEOH � EHORZ VKRZV ZKLFK FRVWV DUH QHWWHG RXW LQ WKH GLIIHUHQW HQWHUSULVH EXGJHW

SURILWDELOLW\ PHDVXUHV�

,Q GRLQJ EXGJHWV� LW LV GHVLUDEOH WR LQFOXGH DV PDQ\ W\SHV RI FRVW DV \RXU GDWD DOORZ�

XQOHVV VRPH W\SHV RI FRVW DUH QRW UHOHYDQW WR WKH DQDO\WLFDO REMHFWLYH IRU ZKLFK WKH EXGJHWV

DUH EHLQJ SUHSDUHG�

7DEOH �� 'HILQLWLRQ RI 3URILWDELOLW\ 0HDVXUHV

%XGJHW (OHPHQW 3URILWDELOLW\ 0HDVXUH

*URVV UHWXUQV

� 9DULDEOH FRVWV  *URVV 0DUJLQ

� )L[HG FRVWV  1HW 0DUJLQ

� 2SSRUWXQLW\ FRVWV  (QWHUSULVH 3URILW

7KHUH LV QR ODZ WKDW VD\V \RX FDQ·W FRQVWUXFW \RXU RZQ ´ERWWRP OLQHµ GHILQLWLRQ� ZKLFK

QHWV RXW D SDUWLFXODU VXEVHW RI WKH YDULRXV W\SHV RI FRVW� <RX ZRXOG ZDQW WR GR DQ\ VXFK



�

FDOFXODWLRQV FRQVLVWHQWO\ DQG EH WUDQVSDUHQW DERXW \RXU PHWKRG� 7KH PDLQ GUDZEDFN WR D

QRQVWDQGDUG ERWWRP OLQH LV WKDW LW PD\ PDNH FRPSDULVRQV ZLWK RWKHU VWXGLHV GLIILFXOW� DQG

SHRSOH PD\ PLVXVH \RXU ZRUN LI WKH\ IDLO WR XQGHUVWDQG KRZ \RXU QXPEHUV ZHUH FDOFXODWHG�

,I \RX·UH XVLQJ D FRQVLVWHQW IRUPDW� \RX·UH FRQVWUXFWLQJ \RXU EXGJHWV IURP D JLYHQ VHW RI

EXLOGLQJ EORFNV� LQ WHUPV RI FDWHJRULHV RI UHWXUQ DQG FRVW� <RX FDQ DUUDQJH WKRVH EORFNV LQ

GLIIHUHQW ZD\V� EXW WKH RYHUDOO VHW RI EORFNV� DQG WKH LQIRUPDWLRQ WKH\ HPERG\� VWD\V WKH

VDPH�

7KLV LV UHOHYDQW WR WKH LVVXH RI ZKHWKHU� IRU D JLYHQ HQWHUSULVH� \RX FDOFXODWH HQWHUSULVH

SURILW� GHGXFWLQJ DQ HVWLPDWH IRU RSSRUWXQLW\ FRVW RI IDPLO\ ODERU� RU ZKHWKHU LQVWHDG \RX

FDOFXODWH QHW PDUJLQ SHU GD\ RI IDPLO\ ODERU� ZKLFK LV WKHQ FRPSDUHG WR DQ HVWLPDWH �ZKLFK

PD\ EH DSSUR[LPDWH� RI WKH 2&/� 6LQFH WKH LGHQWLFDO LQIRUPDWLRQ LV EHLQJ XVHG� \RX ZLOO JHW

WKH VDPH DQVZHU LQ ERWK FDVHV�

)RU H[DPSOH� LQ FROXPQ $ RI 7DEOH � �QH[W SDJH�� HQWHUSULVH SURILW �DOO FRVWV GHGXFWHG� LV

SRVLWLYH� DQG UHWXUQV WR ODERU �DOO FRVWV H[FHSW ODERU GHGXFWHG� SHU GD\ LV JUHDWHU WKDQ WKH

2&/� %RWK LQGLFDWH SURILWDELOLW\� ,Q FROXPQ %� HQWHUSULVH SURILW LV QHJDWLYH� DQG UHWXUQV WR

ODERU SHU GD\ LV OHVV WKDQ WKH 2&/� ERWK LQGLFDWLQJ QRQSURILWDELOLW\� ,I \RX FDOFXODWH D EHQHILW�

FRVW UDWLR �DOO FRVWV FRXQWHG�� WKDW ZLOO JLYH \RX WKH VDPH DQVZHU DV WKH RWKHU WZR PHDVXUHV�

,I \RX·UH DQDO\]LQJ D VLQJOH HQWHUSULVH� WKH SURILWDELOLW\ TXHVWLRQ KDV D \HV�QR DQVZHU� L�H��

QHW UHWXUQV �KRZHYHU GHILQHG� DUH HLWKHU SRVLWLYH RU QHJDWLYH �RU ´QRQQHJDWLYHµ DQG QHJDWLYH�

LI \RX ZDQW WR FRXQW WKH FDVH RI QHW UHWXUQV  ]HUR�� >2I FRXUVH� \RX PD\ ZDQW WR WDNH \LHOG

DQG SULFH YDULDELOLW\ LQWR DFFRXQW DQG HVWLPDWH WKH SUREDELOLW\ GLVWULEXWLRQ RI QHW UHWXUQV�@



�

7DEOH �� 6DPSOH 3URILWDELOLW\ &DOFXODWLRQV IRU 7KUHH +\SRWKHWLFDO (QWHUSULVHV

(QWHUSULVH

9DOXHV SHU KHFWDUH $ % &

� UHWXUQ ��� ��� ���

� YDULDEOH FRVW �� �� ��

� IL[HG FRVW �� �� ��

� JURVV PDUJLQ ����� �� �� ��

� QHW PDUJLQ ����� �� �� ��

� ODERU GD\V � � �

� RSSRUWXQLW\ FRVW RI ODERU SHU GD\ � � �

� RSSRUWXQLW\ FRVW RI ODERU ��[�� �� �� ��

� RSSRUWXQLW\ FRVW RI ODQG �� �� ��

�� RSSRUWXQLW\ FRVW RI HTXLW\ FDSLWDO D� � � �

�� HQWHUSULVH SURILW ���������� �� ��� ��

�� UHWXUQV WR ODERU �������� �� �� ��

�� UHWXUQV WR ODQG �������� �� �� ��

�� QHW PDUJLQ�GD\ ����� ���� ��� ����

�� UHWXUQV WR ODERU�GD\ ������ ��� ��� ����

�� �EHQHILW�FRVW� UDWLR ��������������� ���� ���� ����

D� ��� RI YDULDEOH FRVW

2Q WKH RWKHU KDQG� \RX PD\ ZDQW WR FRPSDUH WKH SURILWDELOLW\ RI WZR RU PRUH

HQWHUSULVHV WR GHFLGH ZKLFK LV EHVW� ,Q WKLV FDVH� \RX·UH LQWHUHVWHG LQ WKH PDJQLWXGH RI WKH QHW

UHWXUQ� QRW MXVW LQ ZKHWKHU LW·V SRVLWLYH� $JDLQ� LI \RX WDNH DOO FDWHJRULHV RI FRVW LQWR DFFRXQW� LW

GRHVQ·W PDWWHU ZKHWKHU \RX XVH D QHW UHWXUQ FRQFHSW �L�H�� HQWHUSULVH SURILW�� RU ZKHWKHU \RX

XVH D EHQHILW�FRVW UDWLR FRQFHSW³ERWK ZLOO JLYH \RX WKH VDPH DQVZHU� +RZHYHU� LI WKH FRVW

VWUXFWXUH RI WKH WZR HQWHUSULVHV GLIIHUV DQG \RX DUH XVLQJ D PHDVXUH WKDW GRHV QRW H[SOLFLWO\

LQFRUSRUDWH DOO FRVWV� WKHQ WKH UHODWLYH UDQNLQJ RI WKH WZR HQWHUSULVHV PD\ GLIIHU� DV VKRZQ LQ



�

FRPSDULQJ FROV� $ DQG & RI 7DEOH �� %RWK KDYH WKH VDPH HQWHUSULVH SURILW DQG EHQHILW�FRVW

UDWLR� EXW LWHPV ����� DOO GLIIHU� VLQFH DOO RPLW RQH RI WKH FRVW FDWHJRULHV �ODQG IRU LWHP ���

ODERU IRU LWHPV ��� ��� ����

(FRQRPLF $QDO\VLV

+HUH� WKH TXHVWLRQ LV ZKHWKHU WKH HQWHUSULVH LV SURILWDEOH LQ WHUPV RI SURYLGLQJ QHW

EHQHILWV WR WKH QDWLRQDO HFRQRP\� RU ZKHWKHU HQWHUSULVH $ LV HFRQRPLFDOO\ PRUH SURILWDEOH

WKDQ HQWHUSULVH %� ,Q SULQFLSOH� WKLV DVVHVVPHQW LQYROYHV WKH VDPH HOHPHQWV³SURILWDELOLW\�

IHDVLELOLW\� DQG ´RWKHU SURV DQG FRQVµ³DV LQ ILQDQFLDO DQDO\VLV�

7KH EURDGHU SHUVSHFWLYH RI HFRQRPLF DQDO\VLV OHDGV WR WZR EDVLF GLIIHUHQFHV LQ WKH

LPSOHPHQWDWLRQ RI HFRQRPLF YHUVXV ILQDQFLDO EXGJHWV� )LUVW� DQ HFRQRPLF DQDO\VLV LV OLNHO\ WR

LQFOXGH FDWHJRULHV RI FRVWV DQG EHQHILWV WKDW DUH QRW LQFOXGHG LQ ILQDQFLDO DQDO\VLV�

([DPSOHV DUH�

�� 7KH RSSRUWXQLW\ FRVW RI UHVRXUFHV� VXFK DV IDPLO\ ODQG� ODERU� DQG FDSLWDO� ZKLFK

DUH QRW SXUFKDVHG LQ WKH PDUNHW DQG DUH WKHUHIRUH QRW DVVRFLDWHG ZLWK DQ\ ILQDQFLDO

SD\PHQW� ,Q WKH FDVH RI D ZKROH�IDUP EXGJHW� WKLV PD\ EH GRQH E\ VWUXFWXULQJ WKH

EXGJHW LQ D ´ZLWK YV� ZLWKRXWµ IRUPDW� LQ ZKLFK FDVH WKH QHW JDLQ �ORVV�

DXWRPDWLFDOO\ LQFRUSRUDWHV WKH RSSRUWXQLW\ FRVW RI IDPLO\ ODQG� ODERU DQG FDSLWDO

�*LWWLQJHU� ������



�,QWHUHVW SD\PHQWV RQ ORDQV �ERUURZHG FDSLWDO� DUH GHGXFWHG DV FRVWV LQ ILQDQFLDO

DQDO\VLV� 7KH RSSRUWXQLW\ FRVW RI HTXLW\ FDSLWDO PD\ QRW EH GHGXFWHG� XQOHVV HQWHUSULVH SURILW

LV FDOFXODWHG RU QHW PDUJLQ LV FDOFXODWHG VR DV WR QHW RXW WKH RSSRUWXQLW\ FRVW RI HTXLW\ FDSLWDO�

,Q HFRQRPLF DQDO\VLV� KRZHYHU� DFWXDO LQWHUHVW SD\PHQWV RQ ORDQV DUH QRW GHGXFWHG DV FRVWV�

VLQFH WKH\ DUH WUDQVIHUV� +RZHYHU� WKH RSSRUWXQLW\ FRVW RI DOO FDSLWDO �ERUURZHG DQG HTXLW\�

VKRXOG EH GHGXFWHG� HLWKHU GLUHFWO\ DV DQ H[SOLFLW FRVW LWHP �LI GRLQJ DQ HQWHUSULVH EXGJHW�� RU

LQGLUHFWO\ WKURXJK WKH GLVFRXQW UDWH �LI GRLQJ D FDSLWDO EXGJHW RU GLVFRXQWHG LQYHVWPHQW

DQDO\VLV�� 7KHUHIRUH� WKH DPRXQW GHGXFWHG IRU WKH FRVW RI FDSLWDO PD\ GLIIHU EHWZHHQ ILQDQFLDO

DQG HFRQRPLF DQDO\VLV GHSHQGLQJ RQ �D� ZKHWKHU WKH FRVW RI HTXLW\ FDSLWDO LV DFFRXQWHG IRU

LQ WKH ILQDQFLDO DQDO\VLV� DQG �E� ZKHWKHU GLIIHUHQW LQWHUHVW RU GLVFRXQW UDWH�V� DUH XVHG LQ WKH

HFRQRPLF DQDO\VLV YHUVXV WKH ILQDQFLDO DQDO\VLV�

��

�� 3RVLWLYH RU QHJDWLYH H[WHUQDOLWLHV DQG LQGLUHFW HIIHFWV �EDFNZDUG�IRUZDUG OLQNDJHV��

:KLOH LPSRUWDQW LQ SULQFLSOH� HVSHFLDOO\ LQ SURMHFW�OHYHO DQDO\VLV� WKHVH HIIHFWV DUH

UDUHO\ LI HYHU LQFOXGHG LQ HQWHUSULVH�OHYHO DQDO\VLV�

&RQYHUVHO\� WKH HFRQRPLF DQDO\VLV ZLOO H[FOXGH FHUWDLQ W\SHV RI ILQDQFLDO FRVWV DQG

EHQHILWV� 7KH PRVW FRPPRQ H[DPSOH LV GLUHFW WUDQVIHUV VXFK DV WD[HV� VXEVLGLHV� DQG ORDQ

UHFHLSWV DQG UHSD\PHQW RI SULQFLSDO DQG LQWHUHVW�� 'LUHFW WUDQVIHUV DUH H[FOXGHG IURP

HFRQRPLF DQDO\VLV EHFDXVH WKH\ GR QRW DIIHFW DJJUHJDWH QDWLRQDO LQFRPH RU LQYROYH WKH XVH RI

UHDO UHVRXUFHV LQ DQG RI WKHPVHOYHV�

5HODWHG WR WKLV� DQ HFRQRPLF DQDO\VLV LV PRUH OLNHO\ WR EH GRQH DW WKH DJJUHJDWH SURJUDP

RU SURMHFW OHYHO� ZKLFK LV OLNHO\ WR GLIIHU IURP D SHU�KHFWDUH HQWHUSULVH DQDO\VLV LQ VHYHUDO ZD\V�

�� 7KH RYHUKHDG FRVWV RI LPSOHPHQWLQJ WKH SURJUDP RU SURMHFW �DGPLQLVWUDWLYH VWDII�

YHKLFOHV� H[WHQVLRQ SURJUDP FRVWV� HWF�� ZRXOG QHHG WR EH LQFOXGHG�

�� 7KH WLPH�SKDVLQJ RI SURMHFW LPSOHPHQWDWLRQ ZRXOG EH UHIOHFWHG LQ WKH DQDO\VLV�

ZKHUHDV DQ HQWHUSULVH EXGJHW LV PRUH OLNHO\ WR UHIOHFW UHWXUQV RQFH GHYHORSPHQW LV

FRPSOHWH� ZKLFK PLJKW HQFRXUDJH WKH H[SHFWDWLRQ RI LPPHGLDWH SD\RIIV�



��

�� 7KH XVH RI SHU�KHFWDUH HQWHUSULVH EXGJHWV WR GUDZ FRQFOXVLRQV DERXW SURMHFW

SURILWDELOLW\ LPSOLFLWO\ DVVXPHV FRQVWDQW UHWXUQV WR VFDOH� $Q DJJUHJDWH DQDO\VLV�

KRZHYHU� ZRXOG �VKRXOG� UHIOHFW DQ\ GHFUHDVLQJ UHWXUQV UHVXOWLQJ IURP H[SDQVLRQ RI

SURMHFW DFWLYLWLHV LQWR PRUH PDUJLQDO DUHDV�

�� 7KH DJJUHJDWH DQDO\VLV� E\ GHILQLWLRQ� LQGLFDWHV WKH PDJQLWXGH RI WRWDO �DV RSSRVHG

WR SHU�KHFWDUH� EHQHILWV DQG FRVWV� ZKLFK PD\ EH RI LQWHUHVW LQ VRPH GHFLVLRQ�

PDNLQJ VHWWLQJV�

$ VHFRQG EDVLF GLIIHUHQFH LV WKDW LQ HFRQRPLF DQDO\VLV FRVWV DQG UHWXUQV DUH YDOXHG XVLQJ

HFRQRPLF RU RSSRUWXQLW\ FRVW SULFHV� ZKLFK³EHFDXVH RI WD[HV� VXEVLGLHV� RU RWKHU

´GLVWRUWLRQVµ³PD\ GLIIHU IURP SULFHV DFWXDOO\ SDLG RU UHFHLYHG E\ IDUPHUV� 8VXDOO\ WKLV MXVW

PHDQV�

�� 7DNLQJ WKH HOHPHQWV RI WKH ILQDQFLDO EXGJHW DQG UHFDVWLQJ WKHP LQ HFRQRPLF SULFHV

ZKHUH QHFHVVDU\�

�� (QVXULQJ WKDW YDOXH RI XQSULFHG LQSXWV DQG RXWSXWV LV LQFOXGHG�

�� 8VLQJ D GLVFRXQW UDWH WKDW UHIOHFWV WKH HFRQRPLF RSSRUWXQLW\ FRVW RI FDSLWDO �2&&��

&RQFHSWXDOO\� WKH 2&& LV WKH UDWH RI UHWXUQ RQ WKH PDUJLQDO LQYHVWPHQW LQ WKH

HFRQRP\� DOWKRXJK RWKHU GHILQLWLRQV VXFK DV WKH VRFLDO UDWH RI WLPH SUHIHUHQFH DUH

VRPHWLPHV SURSRVHG� ,W LV QRW VWUDLJKWIRUZDUG WR LGHQWLI\ WKH 2&& LQ SUDFWLFH� 7KH

2&& ZLOO WHQG WR OLH EHORZ WKH ILQDQFLDO GLVFRXQW UDWH VLQFH WKH 2&& LV GHILQHG DV

D UHDO �L�H�� LQIODWLRQ�DGMXVWHG�� ULVN�IUHH UDWH RI UHWXUQ� *LWWLQJHU QRWHV �S� ���� WKDW

LQ :RUOG %DQN SURMHFW DSSUDLVDOV WKH 2&& LV W\SLFDOO\ DVVXPHG WR OLH LQ WKH �����



��

UDQJH� 7KH DQQXDO :RUOG %DQN SXEOLFDWLRQ :RUOG 'HYHORSPHQW ,QGLFDWRUV

LQFOXGHV GDWD RQ UHDO LQWHUHVW UDWHV IRU PDQ\ FRXQWULHV� ZKLFK PLJKW EH XVHG LQ

GHWHUPLQLQJ WKH 2&&�

,Q WHUPV RI SURILWDELOLW\ PHDVXUHV� WKH PRVW FRPPRQ RQHV IRU VLQJOH�\HDU HQWHUSULVH

EXGJHWV DUH QHW EHQHILWV DQG EHQHILW�FRVW UDWLR�

�� 1HW EHQHILWV  EHQHILWV PLQXV FRVWV�

�� 7KH EHQHILW�FRVW UDWLR FDQ EH GHILQHG LQ YDULRXV ZD\V� GHSHQGLQJ RQ ZKHWKHU DOO

FRVWV DUH SXW LQ WKH GHQRPLQDWRU� RU ZKHWKHU VRPH FRVWV �H�J�� FURS SURGXFWLRQ

FRVWV� DUH QHWWHG RXW RI WKH QXPHUDWRU�

2WKHU YDULDWLRQV RI WKH EHQHILW�FRVW UDWLR LQFOXGH�

�� 7KH GRPHVWLF UHVRXUFH FRVW UDWLR� ZKLFK LV DFWXDOO\ D FRVW�EHQHILW UDWLR �WKH FRVW RI

GRPHVWLF UHVRXUFHV UHTXLUHG WR SURGXFH WKH FURS ORFDOO\ GLYLGHG E\ WKH QHW IRUHLJQ

H[FKDQJH VDYLQJV RU HDUQLQJV JDLQHG WKURXJK ORFDO SURGXFWLRQ�� $ '5& � � LV WDNHQ

WR LQGLFDWH ´FRPSDUDWLYH DGYDQWDJH�µ 7KH RSSRUWXQLW\ FRVW RI ODQG LV VRPHWLPHV

QHJOHFWHG LQ '5& FDOFXODWLRQV� EXW VKRXOG EH LQFOXGHG VLQFH RIWHQ WKLV UHSUHVHQWV D

VLJQLILFDQW SURSRUWLRQ RI WRWDO HFRQRPLF FRVWV�

�� 2QH FRXOG LQ WKHRU\ GHILQH D EHQHILW�FRVW UDWLR WKDW LV QHW EHQHILWV �H[FOXGLQJ ODERU

FRVW� GLYLGHG E\ QXPEHU RI GD\V RI ODERU� 7KLV LV QRW GRQH� KRZHYHU� DQG ZRXOG EH

GLIILFXOW WR LQWHUSUHW� VLQFH WKHUH LV QR HPSLULFDO FULWHULRQ WR XVH WR GHWHUPLQH DW

ZKDW SRLQW WKH UDWLR LV VDWLVIDFWRU\� H[FHSW E\ UHIHUHQFH WR VRPH HVWLPDWH RI WKH



��

HFRQRPLF FRVW RI ODERU� $QG LI \RX KDYH VXFK DQ HVWLPDWH� \RX PLJKW DV ZHOO

GHGXFW ODERU FRVWV DQG XVH QHW EHQHILW DV WKH SURILWDELOLW\ PHDVXUH�

7KH VDPH LV WUXH RI XVLQJ QHW HFRQRPLF UHWXUQV WR ODQG DV \RXU PHDVXUH� (YHQ LI \RX JHW

D SRVLWLYH QXPEHU� \RX GRQ·W NQRZ ZKHWKHU LW·V VDWLVIDFWRU\ XQOHVV \RX KDYH VRPH LGHD RI WKH

RSSRUWXQLW\ FRVW RI ODQG� LQ ZKLFK FDVH \RX PLJKW DV ZHOO YDOXH ODQG DFFRUGLQJO\ DQG GHGXFW

LW DV D FRVW�

+RZ VKRXOG WKHVH PHDVXUHV EH XVHG" 1HW EHQHILW ZRXOG EH DSSURSULDWH ZKHUH \RX

ZDQW WR NQRZ ZKHWKHU D JLYHQ HQWHUSULVH LV SURILWDEOH� RU ZKLFK RQH RI D VHW RI PXWXDOO\

H[FOXVLYH HQWHUSULVHV LV EHVW� '5& UDWLRV DUH XVHG WR GHWHUPLQH ZKHWKHU SURGXFWLRQ RI D JLYHQ

FURS LV HFRQRPLF DV DQ H[SRUW RU DV DQ LPSRUW VXEVWLWXWH� 6RPH DXWKRUV VXJJHVW WKDW '5&V

FDQ EH XVHG IRU UDQNLQJ �WKH ORZHU WKH UDWLR� WKH EHWWHU�� +RZHYHU� \RX GRQ·W QHHG WR GR

UDQNLQJ XQOHVV \RX·UH IRUFHG IRU VRPH UHDVRQ WR LQYHVW LQ RQO\ RQH RU D IHZ RI WKH WRWDO

QXPEHU RI SURILWDEOH HQWHUSULVHV� ,Q WKDW FDVH� WKH EHVW DSSURDFK LV WR FKRRVH WKH HQWHUSULVHV

ZKLFK� FROOHFWLYHO\� JLYH \RX WKH PD[LPXP QHW EHQHILW� ,Q DQ\ FDVH� QHW EHQHILW FRQWDLQV WKH

VDPH LQIRUPDWLRQ DV '5&� DUUDQJHG LQ D GLIIHUHQW ZD\ �WRWDO EHQHILWV � WRWDO FRVWV� LQVWHDG RI

QHW GRPHVWLF UHVRXUFH FRVWV GLYLGHG E\ IRUHLJQ H[FKDQJH EHQHILWV PLQXV IRUHLJQ H[FKDQJH

FRVWV��



�3DOLVDGH &RUSRUDWLRQ� �� 'HFNHU 5RDG� 1HZILHOG� 1< ������ KWWS���ZZZ�SDOLVDGH�FRP

�� >)LOH� EXGJHWV�VWDIISDSHU�ZSG@

6HQVLWLYLW\ $QDO\VLV

6LQFH WKH HVWLPDWHV RI PDQ\ EXGJHW HOHPHQWV ZLOO EH DSSUR[LPDWH RU VXEMHFW WR

YDULDELOLW\� LW LV XVHIXO WR GR VHQVLWLYLW\ DQDO\VLV WR WHVW WKH UREXVWQHVV RI WKH SURILWDELOLW\

FDOFXODWLRQ� $OWHUQDWLYH DVVXPSWLRQV DERXW \LHOGV� RXWSXW SULFHV� DQG WKH FRVW RI PDMRU LQSXWV

�H�J�� ODERU� DUH XVXDOO\ WKH PRVW XVHIXO WR DQDO\]H� ,I PRUH WKRURXJK DQDO\VLV RI SULFH DQG�RU

\LHOG YDULDELOLW\ LV GHVLUHG� FRPSXWHU VRIWZDUH VXFK DV #5LVN� �DQ DGG�LQ IRU /RWXV ����� RU

0LFURVRIW ([FHO� PDNHV VRSKLVWLFDWHG ULVN DQDO\VLV UHODWLYHO\ HDV\ WR FRQGXFW�

5HIHUHQFHV

*LWWLQJHU� -� 3ULFH� (FRQRPLF $QDO\VLV RI $JULFXOWXUDO 3URMHFWV� �QG (G� %DOWLPRUH� -RKQV

+RSNLQV 8QLYHUVLW\ 3UHVV� �����


