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➤ German pension plans are likely to trigger modest extra inflows into
financial assets in the next few years.

➤ Although initially small, flows might pick up over time, if the German
reforms are mirrored elsewhere…

➤ …but inflows into bonds are unlikely to be big enough to produce a
U.S./U.K.-style scarcity premium.

The German government’s pension reform plans probably will lead to extra inflows
into financial assets in coming years. The extra inflows will be modest in size
initially, especially compared with the recent shift in euro-area mutual fund flows.
Nevertheless, the plans also have a wider symbolism. They demonstrate the German
government’s willingness to follow up its tax reform with other measures aimed at
rectifying structural weaknesses. And if the German plans prove popular, then this
will raise the chance of similar moves in other euro-area countries that, over time,
could lead to large extra flows into financial assets.

The German reform will introduce a privately funded system partly to replace the
existing state scheme, which will continue to operate on a pay-as-you-go basis. The
level of state pensions gradually will fall from 70% of wages now, to 64% in 2030.
This should limit the extent to which the aging population requires a rise in pension
contributions, although contributions still will edge up from 19.3% of gross wages
now to just below 20% in 2020 and just below 22% in 2030. These costs are split
50-50 between employer and employee.

Under the plans, individuals will be able to pay part of their income into a privately
funded scheme (either a personal or a company scheme). These contributions will be
capped at 0.5% of gross wages next year, rising to a maximum of 4% of gross wages
in 2008. These contributions will be made out of pre-tax income, while there also
will be modest subsidies for some groups, notably those on low incomes and
parents. Upon retirement, the proceeds of the pension fund could be used to buy
annuity-type products (fixed or variable). The draft does not address the tax
treatment of returns within the pension funds, and it appears that current standard
income tax rules will apply. In this case, investment in life insurance contracts will
be tax-exempt and capital gains on equities will be tax-free after a one-year holding
period.
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The new plans probably will prove popular, not least because of the tax incentive.
The recent rise in mutual fund inflows in Germany suggests that people also are
becoming more sensitive to the need for long-term savings. As a rough guide, total
inflows to the new pension funds could rise from 4.5bn in 2001 to 20.1bn in 2004
(0.6% of GDP) and 46.1bn (1.8% of GDP) in 2008. This estimate assumes that
contributions match the maximum of 0.5% of wages in 2001, rising to 4% in 2008,
and that wages rise by 3.1% this year and 3½% per year thereafter. Initially, we
assume that there is no offsetting impact on other savings. For this reason — and
also because we assume that inflows immediately hit the permissible ceiling —
these estimates have to be viewed as a maximum.

As a rough guide to the possible effect on various asset classes, we assume that the
new German pension schemes match the asset allocation used over the past decade
in the Netherlands, which has a large funded private pension industry. Over 1990-
98, Dutch insurance companies and pension funds allocated about 57% of their
inflows into bonds, 33% into equities and 9% in other assets. In the United
Kingdom, net inflows to bonds over the last 15 years also have been roughly twice
the inflow to equities. If we use the Dutch parameters, then the net inflow to bonds
via pension funds would be about 2.6bn next year, rising to about 26.4bn in 2008.
Inflows to equities would be about 1.5bn next year, rising to 15.4bn in 2008. The
rest might go into other assets, like real estate and short-term assets.

)LJXUH�����*HUPDQ\�¥�,PSDFW�RI�WKH�3HQVLRQ�5HIRUP�RQ�)LQDQFLDO�0DUNHW�)ORZV��(XURV�LQ�%LOOLRQV�������)���)
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UHSRUWHG�IRU�7KH�1HWKHUODQGV��H[FOXGLQJ�SULYDWH�ORDQV��RYHU�WKH���������SHULRG�
6RXUFHV��%XQGHVEDQN��%XQGHVPLQLVWHULXP�I�U�$UEHLW�XQG�6R]LDORUGQXQJ��'H�1HGHUODQGVFKH�%DQN��2(&'�DQG�6FKURGHU�6DORPRQ�6PLWK�%DUQH\
FDOFXODWLRQV�

In practice, the new pension funds probably will be more biased to equities than the
Dutch and U.K. funds. The schemes initially will not need to pay out for a long time,
and hence could opt for the higher long-term return of equities over the reduced
volatility of bonds. Moreover, the superior recent performance from equities is
tempting more investors into equities. For example, the bulk of retail inflows to
mutual funds in Germany has gone into equity funds rather than bond funds
recently. But these figures are intended as rough guides.

In addition, OECD estimates suggest that 50% of private pension contributions
simply displace other forms of private savings (eg mutual funds, bank deposits,
direct holdings of bonds and equities).1 Allowing for this, the total net flow of extra
money into bonds and equities would be less than in the table above.

                                                  
1 See OECD, Aging Working Papers 1.1: “The Macroeconomics of Aging, Pensions and Savings: A Survey”.
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Because of the long-term nature of these funds, they may have a slight tendency to
overweight the long end of the yield curve within their bond holdings. However, as
the draft plans stand, the only restriction on the funds’ investments decision appears
to be that they have to guarantee the nominal amount invested. This would actually
be a sizeable constraint, but would not require the funds to match assets and
liabilities in a rigorous way.

It is unlikely that the new pension schemes by themselves will lead to the kind of
significant scarcity premium on long bonds seen in the United States and the United
Kingdom. The inflow to pension funds will not be huge early on (in the above
scenario, perhaps 14.9bn in 2005 and 26.4bn in 2008), and could be outweighed
easily by other factors such as mutual fund flows. For example, in the 12 months
ended June, there was a net outflow of 96bn by retail investors from bond-oriented
mutual funds in the four main euro-area countries (Germany, France, Italy and
Spain). By contrast, in the 12 months ended June 1999 they had a net inflow of
72bn. For this year, we expect net issuance of euro-area government bonds of about
142bn (with gross issuance of 439bn less redemptions of 297bn). Allowing for

other issuance (by the private sector and foreign issuers), total net issuance of euro-
currency long-term bonds is running at about 500bn per year.2 Net government
issuance is likely to fall over time, but private issuance is rising.

Equities also will gain somewhat from the extra inflows but, again, the impact
initially will be modest compared with other flows. In Germany, retail investors put
22bn into equity mutual funds in the first half of this year alone, and across

Germany, France, Italy and Spain net inflows to equity mutual funds totaled 77bn
in the same period. The main gainers might be institutional fund managers, who also
will r eceive extra fees for managing the new pension funds.

These plans will have little effect on the medium-term German fiscal position. The
cut in future pension payments will be offset by the cap on future pension
contributions. Thus, the only impact on the fiscal position will come from the tax
relief on contributions. Government estimates suggest that the cost of tax relief
might rise from about 0.3bn next year to about 9bn in 2008, once the full 4%
contribution is reached (see Figure 4). Even in 2008, however, the cost would be
only about 0.3% of GDP, which is small compared with potential effects from
economic trends.

)LJXUH�����*HUPDQ\�¥�%XGJHW�,PSOLFDWLRQ�RI�WKH�7D[�,QFHQWLYHV��(XURV�LQ�%LOOLRQV�������)���)

����) ����) ����) ����) ����) ����) ����) ����)
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1RWH��7KH�WDEOH�VKRZV�WKH�LPSDFW�RQ�WKH�JHQHUDO�EXGJHW�RI�WKH�WD[�LQFHQWLYHV�IRU�SULYDWH�SHQVLRQV�
6RXUFHV��%XQGHVPLQLVWHULXP�I�U�$UEHLW�XQG�6R]LDORUGQXQJ�DQG�6FKURGHU�6DORPRQ�6PLWK�%DUQH\�FDOFXODWLRQV�

The government needs agreement with the opposition for parliamentary approval.
Talks will start soon, but opposition comments suggest that approval is likely. Over
time, another issue — the tax treatment of capital gains and income within the
pension funds — might be addressed, and it is possible that over time a more
favorable tax treatment for these funds might be introduced.

                                                  
2 Source: ECB Bulletin, table 3.5. Net issues of longterm bonds totalled 492bn in the 12 months ended June 2000.
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Even though the flows into the new funds probably initially will be modest —
compared with overall flows in financial markets — the plans have important long-
term implications. First, if these plans prove successful, the government over time
might raise the amount individuals can put into these pension schemes, hence
generating larger flows. Second, with tax reform and pension reform, the German
government now has introduced two significant structural changes. This might raise
hopes that Germany’s biggest structural problem — the labor market — might be
addressed. However, such reforms will not be easy. Labor market reform currently is
not on the political agenda and the government may want to avoid potentially
painful changes as the 2002 general election approaches.

The inflow to financial assets also would be amplified if other euro-area countries
follow a similar path. Evidence at present is mixed. In Spain, long-standing tax
incentives for privately funded schemes finally are triggering a significant rise in
inflows to pension funds. In Italy, policy gridlock and fiscal constraints so far have
limited efforts to encourage shifts of funds into private pension funds. However,
some progress could materialize next year, as the pension reform of the public
system of 1995 and the subsequent amendments of 1998 are due for review. The
Belgian government also is considering introducing elements of a funded system. By
contrast, a shift towards a privately funded system is unlikely in France in the
nearterm. The French government instead is trying to build a buffer for the unfunded
public system by putting windfall profits (eg part of the UMTS proceeds) into a
reserve fund on a discretionary basis. At least initially, this fund is likely to invest in
fixed-income products.
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/RQGRQ�7LPH 6HDVRQDOO\�DGMXVWHG�XQHPSOR\PHQW�SUREDEO\�IHOO��������PRQWK�RQ�PRQWK�LQ�6HSWHPEHU��IROORZLQJ�DQ��������GURS�LQ�$XJXVW��7KXV��ZH�H[SHFW
XQHPSOR\PHQW�WR�FRQWLQXH�LWV�GRZQWUHQG��)RUZDUG�ORRNLQJ�LQGLFDWRUV�SRLQW�WR�D�FRQWLQXLQJ�LPSURYHPHQW�LQ�WKH�ODERU�PDUNHW��7KH�XQHPSOR\PHQW�UDWH
SUREDEO\�HGJHG�GRZQ�E\�RQH�WLFN�WR������LQ�6HSWHPEHU��H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WKH�WRWDO�ODERU�IRUFH��6LQFH�$SULO�������WKH�XQHPSOR\PHQW�UDWH
LV�EDVHG�RQ�WKH�XSGDWHG�HPSOR\PHQW�ILJXUHV��WKXV�WKH�ILJXUH�LV�QRW�FRPSDUDEOH�ZLWK�SDVW�GDWD��2XU�IRUHFDVW�IRU�WKH�VHDVRQDOO\�DGMXVWHG�QXPEHU
LPSOLHV�WKDW�XQDGMXVWHG�XQHPSOR\PHQW�IHOO�E\��������WR�������PLOOLRQ�

2FW��
$URXQG������

0DQXIDFWXULQJ�2UGHUV��$XJ� )RUHFDVW�������0R��0R��������<U��<U�
3UHYLRXV�������0R��0R���������<U��<U�

/RQGRQ�7LPH 0DQXIDFWXULQJ�RUGHUV�SUREDEO\�URVH������PRQWK�RQ�PRQWK�DQG�URVH������\HDU�RQ�\HDU�LQ�$XJXVW��DIWHU�-XO\©V������PRQWK�RQ�PRQWK�DQG�������\HDU
RQ�\HDU��7KH�VLJQLILFDQW�GURS�LQ�WKH�\HDU�RQ�\HDU�ILJXUH�LV�GXH�WR�D�EDVH�HIIHFW��DV�RUGHUV�MXPSHG������PRQWK�RQ�PRQWK�LQ�$XJXVW�ODVW�\HDU��7KH�\HDU�
RQ�\HDU�ILJXUH�LV�OLNHO\�WR�UHWXUQ�WR�GRXEOH�GLJLW�OHYHOV�LQ�6HSWHPEHU��*RLQJ�IRUZDUG��WKH�UHFHQWO\�DSSURYHG�WD[�UHIRUP�LV�OLNHO\�WR�OHDG�WR�D�WHPSRUDU\
VXUJH�LQ�FDSLWDO�JRRGV�RUGHUV��DV�FRPSDQLHV�ORFN�LQ�WKH�ROG�¥�PRUH�JHQHURXV�¥�GHSUHFLDWLRQ�UXOHV�

,WDO\
2FW��
�����

3URGXFHU�3ULFH�,QGH[��$XJ� )RUHFDVW�������<U��<U�
3UHYLRXV�������<U��<U�

/RQGRQ�7LPH 7KH�$XJXVW�GURS�LQ�RLO�SULFHV�SUREDEO\�KHOSHG�WR�FDS�WKH�ULVH�LQ�LQWHUPHGLDWH�JRRGV�SULFHV��FRPSDUHG�ZLWK�WKH�VL]DEOH�JDLQV�RI�0D\�-XO\��7KH
SDVVWKURXJK�RI�SUHYLRXV�LQSXW�SULFH�LQFUHDVHV�LQWR�FRQVXPHU�DQG�LQYHVWPHQW�JRRGV�SUREDEO\�FRQWLQXHG�LQ�$XJXVW��+RZHYHU��UHIOHFWLQJ�IDYRUDEOH�EDVH�
\HDU�HIIHFWV��FRQVXPHU�JRRGV�LQIODWLRQ�SUREDEO\�VORZHG�IRU�WKH�VHFRQG�PRQWK�LQ�D�URZ��IURP�D�SHDN�RI������LQ�-XQH�

6SDLQ
2FW�� ,QGXVWULDO�3URGXFWLRQ��&DO��$GMXVWHG��-XO� )RUHFDVW�������<U��<U�

3UHYLRXV�������<U��<U�
3URGXFWLRQ�H[SHFWDWLRQV�DUH�FRQVLVWHQW�ZLWK�D�UHERXQG�RI�PDQXIDFWXULQJ�DFWLYLW\�LQ�-XO\��DIWHU�D�WHPSRUDU\�EOLS�LQ�-XQH��6WURQJ�GHPDQG�IRU�LQYHVWPHQW
DQG�LQWHUPHGLDWH�JRRGV�SURGXFWV�VKRXOG�FRQWLQXH�WR�OHDG�WKH�H[SDQVLRQ�RI�PDQXIDFWXULQJ�DFWLYLW\�

8QLWHG�.LQJGRP
2FW�� 0���6HS� )RUHFDVW�������0R��0R��������<U��<U�
����� 3UHYLRXV�������0R��0R��������<U��<U�
/RQGRQ�7LPH 3DUWLDO�GDWD�VXJJHVW�WKDW�QDUURZ�PRQH\�SLFNHG�XS�DJDLQ�LQ�6HSWHPEHU�ZLWK��ZH�HVWLPDWH��WKH�ODUJHVW�PRQWKO\�JDLQ�VLQFH�-DQXDU\��7KH�OLQN�EHWZHHQ

QDUURZ�PRQH\�DQG�UHWDLO�VDOHV�LV�QRW�YHU\�FORVH�EXW��DW�WKH�PDUJLQ��WKH�SLFN�XS�LQ�QDUURZ�PRQH\�VXJJHVWV�WKDW�UHWDLO�VDOHV�SUREDEO\�UHPDLQHG�TXLWH
VWURQJ�LQ�6HSWHPEHU�

2FW�� 3XUFKDVLQJ�0DQDJHUV©�,QGH[��6HS� )RUHFDVW������
����� 3UHYLRXV������
/RQGRQ�7LPH 7KH�$XJXVW�GDWD�VKRZHG�D�PDUNHG�UHERXQG�LQ�RUGHUV�IRU�PDQXIDFWXULQJ�LQGXVWU\��DQG�ZH�H[SHFW�WKLV�WR�EH�UHIOHFWHG�LQ�D�IXUWKHU�JDLQ�LQ�WKH�RYHUDOO

LQGH[�LQ�6HSWHPEHU��7KH�$XJXVW�UHDGLQJ�ZDV�VLPLODU�WR�WKH�DYHUDJH�UHDGLQJ�VLQFH�WKH�30,�VHULHV�EHJDQ�LQ�������DQG�RYHU�WKDW�SHULRG�PDQXIDFWXULQJ
RXWSXW�KDV�ULVHQ�E\�DQ�DYHUDJH�RI�MXVW�DERYH����\HDU�RQ�\HDU��VLPLODU�WR�LWV�UHFHQW�SDFH���6R�WKH�UHFHQW�UHDGLQJV�VXJJHVW�WKDW�PDQXIDFWXULQJ�RXWSXW
ZLOO�FRQWLQXH�WR�H[SDQG�PRGHVWO\��QHLWKHU�DFFHOHUDWLQJ�QRU�VORZLQJ�PDUNHGO\��7KH�SULFHV�VHULHV�LQ�$XJXVW�ZDV�D�ELW�EHORZ�WKH�ILYH�\HDU�KLJK�RI�����
VHHQ�LQ�$SULO��EXW�WKH�6HSWHPEHU�ILJXUH�PD\�ZHOO�ULVH�FORVH�WR�WKH�$SULO�OHYHO�EHFDXVH�RI�WKH�FRVW�SUHVVXUHV�IURP�WKH�UHFHQW�ULVH�LQ�RLO�SULFHV�SOXV�WKH
GURS�LQ�VWHUOLQJ�DJDLQVW�WKH�86�GROODU�

2FW�� &%,�5HWDLO�6XUYH\�¥�%DODQFH�5HSRUWLQJ�6DOHV�8S�<U��RQ�<U���6HS� )RUHFDVW�����
����� 3UHYLRXV�����
/RQGRQ�7LPH :H�H[SHFW�D�PRGHVW�ERXQFH�LQ�WKH�UHDGLQJ�IRU�WKH�JURZWK�RI�VDOHV�IURP�D�\HDU�DJR��LQ�OLQH�ZLWK�WKH�VWURQJ�VDOHV�UHSRUWHG�E\�UHWDLOHU�-RKQ�/HZLV�IRU�WKH

ILUVW�WZR�ZHHNV�RI�WKH�PRQWK�DQG�WKH�VWURQJ�JDLQ�LQ�QDUURZ�PRQH\��7KH�IXHO�IDPLQH�SUREDEO\�ZLOO�GLVWRUW�WKLQJV�D�ELW��DGGLQJ�WR�IXHO�VDOHV�ZKLOH�KLWWLQJ
VDOHV�RI�RWKHU�LWHPV��EXW�LW�LV�QRW�FOHDU�ZKHWKHU�WKH�RYHUDOO�HIIHFW�ZLOO�EH�WR�ERRVW�VDOHV�RU�KXUW�WKHP�
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.H\�,QWHUQDWLRQDO�(FRQRPLF�,QGLFDWRUV

8QLWHG�.LQJGRP��&RQW©G�
2FW�� 6HUYLFHV�30,��6HS� )RUHFDVW������
����� 3UHYLRXV������
/RQGRQ�7LPH 7KH�VHUYLFHV�30,�KDV�VWD\HG�DURXQG�������LQ�UHFHQW�PRQWKV�DQG�SUREDEO\�ZLOO�UHPDLQ�DURXQG�WKDW�UDQJH�LQ�FRPLQJ�PRQWKV��7KH�JURZWK�RI�QHZ�RUGHUV

UHPDLQV�TXLWH�VWURQJ��DOWKRXJK�VRPH�RI�WKH�IRUZDUG�ORRNLQJ�VHULHV��VXFK�DV�FRQILGHQFH��PD\�ZHDNHQ�LQ�UHVSRQVH�WR�IHDUV�WKDW�WKH�UHFHQW�ULVH�LQ�RLO
SULFHV�ZLOO�UDLVH�FRVWV�DQG�KXUW�SURILWV�JRLQJ�IRUZDUG�

2FW�� 3ULYDWH�+RXVLQJ�6WDUWV��$XJ� )RUHFDVW���������0R��0R��������<U��<U�
����� 3UHYLRXV���������0R��0R��������<U��<U�
/RQGRQ�7LPH 3ULYDWH�KRXVLQJ�VWDUWV�KDYH�FUHSW�KLJKHU�LQ�UHFHQW�PRQWKV��DQG�SUREDEO\�ZLOO�FRQWLQXH�WR�PDNH�PRGHVW�SURJUHVV�LQ�FRPLQJ�PRQWKV��6R�IDU�WKLV�\HDU�

VWDUWV�KDYH�DYHUDJHG��������SHU�PRQWK��FRPSDUHG�ZLWK��������LQ�������6WDUWV�DUH�TXLWH�LQWHUHVW�VHQVLWLYH��DQG�WKHLU�UHFHQW�JHQWOH�ULVH�ILWV�LQ�ZLWK
RWKHU�HYLGHQFH�VXJJHVWLQJ�WKDW�LQWHUHVW�UDWHV�DUH�QRW�\HW�KLJK�HQRXJK�WR�VORZ�JURZWK�EDFN�WR�WUHQG�RQ�D�VXVWDLQHG�EDVLV�

2FW�� 1HZ�&RQVWUXFWLRQ�2UGHUV��$XJ�
�����
/RQGRQ�7LPH &RQVWUXFWLRQ�RUGHUV�KDYH�ULVHQ�TXLWH�VKDUSO\�LQ�UHFHQW�PRQWKV��ZLWK�RUGHUV�LQ�WKH�SDVW�VL[�PRQWKV�XS����\HDU�RQ�\HDU��7KH�JDLQV�LQFOXGH�VL]HDEOH

JDLQV�LQ�SXEOLF�VHFWRU�ZRUN��ZKLFK�SUREDEO\�UHIOHFW�WKH�ULVH�LQ�SXEOLF�VSHQGLQJ�DQQRXQFHG�E\�WKH�&KDQFHOORU��'DWD�DUH�YRODWLOH�IURP�PRQWK�WR�PRQWK�
EXW�ZH�VXVSHFW�WKDW�FRQVWUXFWLRQ�RUGHUV�ZLOO�UHPDLQ�ILUP�LQ�FRPLQJ�PRQWKV�DV�WKH�ILVFDO�ERRVW�FRQWLQXHV�WR�FRPH�WKURXJK�

2FW�� ,QGXVWULDO�3URGXFWLRQ��$XJ� )RUHFDVW�������0R��0R��������/DWHVW�7KUHH�0RQWKV�<U��<U�
����� 3UHYLRXV��������0R��0R��������/DWHVW�7KUHH�0RQWKV�<U��<U�
/RQGRQ�7LPH 0DQXIDFWXULQJ�2XWSXW��$XJ� )RUHFDVW�������0R��0R��������/DWHVW�7KUHH�0RQWKV�<U��<U�

3UHYLRXV��������0R��0R��������/DWHVW�7KUHH�0RQWKV�<U��<U�
0DQXIDFWXULQJ�RXWSXW�IHOO�EDFN�LQ�-XO\�EXW��ZLWK�VXUYH\V�LQGLFDWLQJ�WKDW�RXWSXW�FRQWLQXHV�WR�ULVH�VWHDGLO\��ZH�VXVSHFW�WKDW�RXWSXW�ZLOO�UHERXQG�DJDLQ�LQ
$XJXVW��,QGXVWULDO�SURGXFWLRQ�KDV�ULVHQ�DKHDG�RI�PDQXIDFWXULQJ�LQ�UHFHQW�PRQWKV�EHFDXVH�RI�VWURQJ�JDLQV�LQ�RXWSXW�RI�RLO�DQG�JDV��SOXV�WKH�XWLOLWLHV
VHFWRU��2XWSXW�RI�RLO�DQG�JDV�LV�OLNHO\�WR�UHPDLQ�EXR\DQW�JLYHQ�WKH�ULVH�LQ�RLO�SULFHV��ZKLFK�KDV�ERRVWHG�WKH�SURILWDELOLW\�RI�WKH�RLO�DQG�JDV�VHFWRUV��%XW
RXWSXW�RI�WKH�XWLOLWLHV�VHFWRUV�PD\�VOLS�EDFN�DIWHU�SUHYLRXV�¥�SHUKDSV�HUUDWLFDOO\�VWURQJ�¥�JDLQV��6XFK�D�UHDGLQJ�ZRXOG�OHDYH�WKH�DYHUDJH�OHYHO�RI
LQGXVWULDO�SURGXFWLRQ�LQ�-XO\�DQG�$XJXVW�OLWWOH�FKDQJHG�IURP�WKH��4�OHYHO��ZKLFK�ZRXOG�SRVH�D�GRZQVLGH�ULVN�WR�RXU�IRUHFDVW�RI�D�IDLUO\�VWURQJ�JDLQ�LQ��4
*'3�

$'',7,21$/�,1)250$7,21�$9$,/$%/(�8321�5(48(67

6FKURGHU�6DORPRQ�6PLWK�%DUQH\���666%����DQG�WKH�FRPSDQLHV�ZLWKLQ�&LWLJURXS��LQFOXGLQJ�WKH�6DORPRQ�6PLWK�%DUQH\�JURXS�RI�FRPSDQLHV���WKH�)LUP����PD\�PDNH�D
PDUNHW�LQ�WKH�VHFXULWLHV�GLVFXVVHG�LQ�WKLV�UHSRUW�DQG�PD\�VHOO�WR�RU�EX\�IURP�FXVWRPHUV��DV�SULQFLSDO��VHFXULWLHV�UHFRPPHQGHG�LQ�WKLV�UHSRUW��7KH�)LUP�RU�HPSOR\HHV
SUHSDULQJ�WKLV�UHSRUW�PD\�KDYH�D�SRVLWLRQ�LQ�VHFXULWLHV�RU�RSWLRQV�RI�DQ\�FRPSDQ\�UHFRPPHQGHG�LQ�WKLV�UHSRUW��$Q�HPSOR\HH�RI�WKH�)LUP�PD\�EH�D�GLUHFWRU�RI�D
FRPSDQ\�UHFRPPHQGHG�LQ�WKLV�UHSRUW��7KH�)LUP�PD\�SHUIRUP�RU�VROLFLW�LQYHVWPHQW�EDQNLQJ�RU�RWKHU�VHUYLFHV�IURP�DQ\�FRPSDQ\�UHFRPPHQGHG�LQ�WKLV�UHSRUW�

6HFXULWLHV�UHFRPPHQGHG��RIIHUHG��RU�VROG�E\�WKH�)LUP���L��DUH�QRW�LQVXUHG�E\�WKH�)HGHUDO�'HSRVLW�,QVXUDQFH�&RUSRUDWLRQ���LL��DUH�QRW�GHSRVLWV�RU�RWKHU�REOLJDWLRQV�RI
DQ\�LQVXUHG�GHSRVLWRU\�LQVWLWXWLRQ��LQFOXGLQJ�&LWLEDQN���DQG��LLL��DUH�VXEMHFW�WR�LQYHVWPHQW�ULVNV��LQFOXGLQJ�WKH�SRVVLEOH�ORVV�RI�WKH�SULQFLSDO�DPRXQW�LQYHVWHG�

$OWKRXJK�LQIRUPDWLRQ�KDV�EHHQ�REWDLQHG�IURP�DQG�LV�EDVHG�XSRQ�VRXUFHV�WKH�)LUP�EHOLHYHV�WR�EH�UHOLDEOH��ZH�GR�QRW�JXDUDQWHH�LWV�DFFXUDF\�DQG�LW�PD\�EH
LQFRPSOHWH�RU�FRQGHQVHG��$OO�RSLQLRQV�DQG�HVWLPDWHV�FRQVWLWXWH�WKH�)LUP
V�MXGJPHQW�DV�RI�WKH�GDWH�RI�WKH�UHSRUW�DQG�DUH�VXEMHFW�WR�FKDQJH�ZLWKRXW�QRWLFH��7KLV
UHSRUW�LV�IRU�LQIRUPDWLRQDO�SXUSRVHV�RQO\�DQG�LV�QRW�LQWHQGHG�DV�DQ�RIIHU�RU�VROLFLWDWLRQ�IRU�WKH�SXUFKDVH�RU�VDOH�RI�D�VHFXULW\�

,QYHVWLQJ�LQ�QRQ�86�VHFXULWLHV�E\�86�SHUVRQV�PD\�HQWDLO�FHUWDLQ�ULVNV��,QYHVWRUV�ZKR�KDYH�UHFHLYHG�WKLV�UHSRUW�IURP�WKH�)LUP�PD\�EH�SURKLELWHG�LQ�FHUWDLQ�86�6WDWHV
IURP�SXUFKDVLQJ�VHFXULWLHV�PHQWLRQHG�LQ�WKLV�UHSRUW�IURP�WKH�)LUP��SOHDVH�DVN�\RXU�)LQDQFLDO�&RQVXOWDQW�IRU�DGGLWLRQDO�GHWDLOV�

7KLV�UHSRUW�KDV�EHHQ�DSSURYHG�IRU�GLVWULEXWLRQ�LQ�WKH�8QLWHG�.LQJGRP�E\�6DORPRQ�%URWKHUV�,QWHUQDWLRQDO�/LPLWHG��ZKLFK�LV�UHJXODWHG�E\�WKH�6HFXULWLHV�DQG�)XWXUHV
$XWKRULW\��7KH�LQYHVWPHQWV�DQG�VHUYLFHV�FRQWDLQHG�KHUHLQ�DUH�QRW�DYDLODEOH�WR�SULYDWH�FXVWRPHUV�LQ�WKH�8.��7KLV�UHSRUW�ZDV�SUHSDUHG�E\�WKH�)LUP�DQG��LI�GLVWULEXWHG
LQ�-DSDQ�E\�1LNNR�6DORPRQ�6PLWK�%DUQH\�/LPLWHG��LV�EHLQJ�VR�GLVWULEXWHG�XQGHU�OLFHQVH��7KLV�UHSRUW�LV�PDGH�DYDLODEOH�LQ�$XVWUDOLD�WKURXJK�6DORPRQ�6PLWK�%DUQH\
$XVWUDOLD�6HFXULWLHV�3W\�/WG���$&1���������������D�/LFHQVHG�6HFXULWLHV�'HDOHU��DQG�LQ�1HZ�=HDODQG�WKURXJK�6DORPRQ�6PLWK�%DUQH\�1HZ�=HDODQG�/LPLWHG��D�PHPEHU
ILUP�RI�WKH�1HZ�=HDODQG�6WRFN�([FKDQJH��7KLV�UHSRUW�GRHV�QRW�WDNH�LQWR�DFFRXQW�WKH�LQYHVWPHQW�REMHFWLYHV�RU�ILQDQFLDO�VLWXDWLRQ�RI�DQ\�SDUWLFXODU�SHUVRQ��,QYHVWRUV
VKRXOG�REWDLQ�DGYLFH�EDVHG�RQ�WKHLU�RZQ�LQGLYLGXDO�FLUFXPVWDQFHV�EHIRUH�PDNLQJ�DQ�LQYHVWPHQW�GHFLVLRQ�

7KH�UHVHDUFK�RSLQLRQV�KHUHLQ�PD\�GLIIHU�IURP�WKRVH�RI�7KH�5RELQVRQ�+XPSKUH\�&RPSDQ\��//&��D�ZKROO\�RZQHG�VXEVLGLDU\�RI�6DORPRQ�6PLWK�%DUQH\�

6DORPRQ�6PLWK�%DUQH\�LV�D�VHUYLFH�PDUN�RI�6DORPRQ�6PLWK�%DUQH\�,QF�

6FKURGHUV�LV�D�WUDGHPDUN�RI�6FKURGHUV�+ROGLQJV�SOF�DQG�LV�XVHG�XQGHU�OLFHQVH�

��6DORPRQ�6PLWK�%DUQH\�,QF���������$OO�ULJKWV�UHVHUYHG��$Q\�XQDXWKRUL]HG�XVH��GXSOLFDWLRQ�RU�GLVFORVXUH�LV�SURKLELWHG�E\�ODZ�DQG�PD\�UHVXOW�LQ�SURVHFXWLRQ�

����
�����($����
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,QWHUQDWLRQDO�)LQDQFLDO�DQG�(FRQRPLF�&DOHQGDU�����6HS����¤���2FW���

8QLWHG�6WDWHV -DSDQ (XURSH (XURSH 8QLWHG�.LQJGRP &DQDGD�$XVWUDOLD
)5,'$<���

�����3HUV��,QF��	�&RQVXPSWLRQ �����-RE�2IIHUV�7R�6HHNHUV (&2),1�&RXQFLO�0HHWLQJ ,WDO\ 0�0 <�< &DQDGD
-XO ���� ���� -XO ���� $XJ ����
 6SDLQ �����&3,��3UHOLPLQDU\��<�<� �����3HUVRQDO�%RUURZLQJ �����5HDO�*'3�DW�)DFWRU�&RVW
$XJ ����
 ����
 �����7RWDO�(PSOR\PHQW��<�<� ,QGXVWULDO�3ULFHV��<�<� $XJ ���� -XO ����% ���� -XQ ����

�����$3,&6�6XUYH\ -XO ����� $XJ �����
 -XO ���� 6HS ����
 $XJ ����%
 ����
 -XO ����

$XJ ���� �����8QHPSOR\PHQW�5DWH $XJ ����
 (8�7UDGH��-XO �����0RUWJDJH�/HQGLQJ
6HS ����
 -XO ����� $XJ ����
 )UDQFH 1RQ�(8�7UDGH��$XJ -XO ����% ���� $XVWUDOLD

������&KLFDJR�%XV��%DURPHWHU �����7RN\R�&3,��<�<� 3URGXFHU�3ULFHV��-XO�$XJ (XUR�$UHD $XJ ����%
 ����
 ������,QWO��7UDGH�LQ�*RRGV�6YFV
$XJ ���� 2YHUDOO ([�)RRG 0�0 <�< ������/DERU�&RVWV���4�� �����&RQVXPHU�&UHGLW -XO ��$���%
6HS ����
 $XJ ����� ����� -XQ ���� ���� 1HWKHUODQGV -XO ����% ����� $XJ ��$����%


6HS �����
 �����
 $XJ ����
 ����
 5HWDLO�6DOHV��$XJ $XJ ����%
 �����

�����1DWLRQZLGH�&3,��<�<� 8QHPSOR\PHQW��$XJ 3URGXFHU�3ULFHV��$XJ �����0RUWJDJH�&RPPLWPHQWV 0RWRU�9HKLFOH�5HJLVW���$XJ

2YHUDOO ([�)RRG 0�0 5DWH )LQODQG -XO ����% ������ -XO� �����
-XO ����� ����� $XJ ������ ���� 7RWDO�2XWSXW��-XO $XJ ����%
 �����

$XJ �����
 �����
 6HS �������
 ����
 ,QGXVWULDO�2XWSXW��$XJ��3UHOLP�

�����5HDO�+RXVHKROG�6SHQG�� 0DQXIDFWXULQJ�&RQILGHQFH 6ZHGHQ
:RUNHU�+RXVHKROGV��<�<� -XO ��� /DERU�&RVW�,QGH[��-XO
-XO ����� $XJ �����
 6HS ���


021'$<�� �����+RXVLQJ�6WDUWV��<�<� 021'$<��
������&RQVWUXFWLRQ�3XW�,Q�3ODFH -XO ����� $XJ �����
 ,WDO\ (XUR�$UHD �����0�� 0�0 <�< $XVWUDOLD

-XO ����� 021'$<�� �����3URGXFHU�3ULFHV��<�<� ������3XUFKDVLQJ�0JUV��,QGH[ $XJ ���� ���� /DERU�'D\�3XEOLF�+ROLGD\
$XJ �����
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