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1HZ�=HDODQG¶V�µH[SHULHQFH¶�ZLWK�FDSLWDO�JDLQV�
WD[DWLRQ� DQG� SROLF\� FKRLFH� OHVVRQV� IURP�

IRU�D�&*7�KDYH�EHHQ�PDGH�E\�SROLWLFDO�RSSRVLWLRQ�SDUWLHV�DV�SDUW�RI� WKHLU�SROLF\�SODWIRUP��QRQH�RI� WKHVH�SDUWLHV�KDYH�EHHQ�
VXFFHVVIXO� LQ�IRUPLQJ�SDUW�RI�D�JRYHUQPHQW�DQG��DV�VXFK��WKHLU�SURSRVDOV�KDYH�IDLOHG�WR�FRPH�WR�IUXLWLRQ��7KH�7D[�:RUNLQJ�
*URXS�LQ������FDPH�YHU\�FORVH�WR�UHFRPPHQGLQJ�D�&*7�IRU�1HZ�=HDODQG�DV�SDUW�RI�D�SRUWIROLR�RI�WD[�SROLF\�RSWLRQV��7KH�

7KH�DQDO\VLV�LV�XQGHUWDNHQ�ZLWKLQ�D�FRPSUHKHQVLYH�WD[�EDVH�IUDPHZRUN�ZKLFK�DSSOLHV�LQFRPH�WD[�WR�QHW�HFRQRPLF�JDLQ��DGMXVWHG�
IRU� LQIODWLRQ�� 7KH� DUWLFOH� WKHQ� FRQVLGHUV� PRGLILFDWLRQV� WR� WKLV� µLGHDO¶� IUDPHZRUN� EDVHG� RQ� WKH� GHVLJQ� SULQFLSOHV� RI� HTXLW\��
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,Q�SDUWLFXODU�� LQ� WKH�&*7�FRQWH[W��$XVWUDOLD¶V�SROLWLFDOO\�FRQWURYHUVLDO�JUDQGIDWKHULQJ�
FODXVH�� LQGH[DWLRQ� YHUVXV� GLVFRXQW� PRGHO�� DQG� H[HPSWLRQV� DQG� FRQFHVVLRQV�� DUH�
GLVFXVVHG��7KH�UDWLRQDOH�IRU�WKH�UHSODFHPHQW�RI�WKH�LQGH[DWLRQ�RI�WKH�FRVW�EDVH�QHDUO\�
WZR� GHFDGHV� DJR� ZLWK� WKH� ��� SHU� FHQW� GLVFRXQW� LV� RI� SDUWLFXODU� UHOHYDQFH� WR� WKLV�
GLVFXVVLRQ�DV� LV� WKH�PRVW� UHFHQW�GHEDWH� DURXQG� WKH�SHUFHLYHG�JHQHURXV�QDWXUH�RI� WKLV�
GLVFRXQW�� 5HFRPPHQGDWLRQV� RI� WKH� $XVWUDOLD¶V� )XWXUH� 7D[� 6\VWHP� UHYLHZ� �+HQU\�
5HYLHZ��� ZKLFK� LQFOXGHG� SURSRVHG� FKDQJHV� WR� WKH� &*7� UHJLPH� WR� HQVXUH� WD[HV�
VXSSRUWHG�SURGXFWLYLW\��SDUWLFLSDWLRQ�DQG�JURZWK��DUH�DQDO\VHG��7KHVH�UHFRPPHQGDWLRQV�
UHYROYHG�DURXQG�VWUHDPOLQLQJ�VPDOO�EXVLQHVV�&*7�UXOHV��5HFRPPHQGDWLRQ�����DQG�D�
FRPPRQ� GLVFRXQW� RI� ��� SHU� FHQW� IRU� LQWHUHVW�� QHW� UHVLGHQWLDO� UHQWV� DQG� FDSLWDO� JDLQV�
�5HFRPPHQGDWLRQ� ������ 7KH� DLP�RI� WKH� ODWWHU�ZDV� WR� LPSURYH�D� VKRU � �� 0唀RV�D
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IUDPHZRUN�ZKLFK�DSSOLHV�LQFRPH�WD[�WR�QHW�HFRQRPLF�JDLQ��DGMXVWHG�IRU�LQIODWLRQ��7KH�
DUWLFOH� WKHQ� FRQVLGHUV� PRGLILFDWLRQV� WR� WKLV� µLGHDO¶� IUDPHZRUN� EDVHG� RQ� WKH� GHVLJQ�
SULQFLSOHV�RI�HTXLW\��HIILFLHQF\��VLPSOLFLW\��VXVWDLQDELOLW\�DQG�SROLF\�FRQVLVWHQF\���

��� 7KUHVKROG�FRQVLGHUDWLRQV�

$V�D�VWDUWLQJ�SRLQW��FRXQWULHV�RIWHQ�QHHG�WR�GHWHUPLQH�ZKHWKHU�WKH\�ZLVK�WR�LQWURGXFH�D�
&*7�DW�DOO�DQG��DV�(YDQV�SRLQWV�RXW��µWKHUH�LV�QR�UHDO�FRQVHQVXV�DV�WR�ZKDW�FDSLWDO�JDLQV�
DUH�RU�ZKHWKHU�WKH\�VKRXOG�EH�WD[HG�DW�DOO¶��
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FRPSUHKHQVLYH�WD[�EDVH����,Q�DQ\�FXUUHQW�VHWWLQJ�DQ�µLGHDO¶�PRGHO�LV�PRGLILHG�WR�WDNH�
LQWR� DFFRXQW� WKH� RIWHQ� FRPSHWLQJ� LPSHUDWLYHV� RI� HTXLW\�� HIILFLHQF\�� VLPSOLFLW\��
VXVWDLQDELOLW\� DQG� SROLF\� FRQVLVWHQF\�� 7KH� ILYH� FRQFHSWV�� ZKLFK� ZH� DUJXH� VKRXOG� EH�
FRQVLGHUHG� LQ� WKH� GHVLJQ� RI� D� &*7� UHJLPH�� IRUPHG� WKH� EDVLV� RI� UHFRPPHQGDWLRQV�
FRQWDLQHG�LQ�WKH�UHSRUW�RI�WKH�$XVWUDOLD¶V�)XWXUH�7D[�6\VWHP�UHSRUW�RI�������NQRZQ�DV�
WKH�+HQU\�5HYLHZ�DIWHU�WKH�FKDLU�RI�WKH�5HYLHZ�3DQHO��WKHQ�7UHDVXU\�6HFUHWDU\�'U�.HQ�
+HQU\��ZKLFK�ZDV� WKH�PRVW� UHFHQW� FRPSUHKHQVLYH� UHYLHZ�RI�$XVWUDOLD¶V� WD[� UHJLPH��
$UJXDEO\�� WKLV� DOVR� WDNHV� XV� WR� WKH� QHFHVVDU\� FRQVLGHUDWLRQ� RI� RSWLPDO� WD[� WKHRU\� LQ�
ZKLFK�LW�LV�UHFRJQLVHG�WKDW�µJRYHUQPHQWV�DUH�WU\LQJ�WR�UDLVH�UHYHQXH�LQ�DQ�HFRQRP\�WKDW�
LV�LQHYLWDEO\�GLVWRUWHG¶�����

.HQ� +HQU\� KLPVHOI� VXSSRUWHG� DQ\� PRYH� WRZDUGV� D� FRPSUHKHQVLYH� WD[� EDVH� GHVSLWH�
UHFRJQLVLQJ�GHFOLQLQJ�WKHRUHWLFDO�VXSSRUW�IRU�VXFK�DQ�DSSURDFK����8OWLPDWHO\��$XVWUDOLD¶V�
DSSURDFK�LV�RQH�ZKLFK�FRPELQHV�WKH�FRPSUHKHQVLYH�WD[�EDVH�PRGHO�ZLWK�RSWLPDO� WD[�
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DQG�HTXLW\��the case for the introduction of a comprehensive capital gains tax 
in New Zealand is compelling��

%XUPDQ�DQG�:KLWH�REVHUYH����

7KHUH�LV�QR�SHUIHFW�ZD\�WR�WD[�FDSLWDO�JDLQV�LQ�D�UHDO�ZRUOG�LQFRPH�WD[��1RW�
WD[LQJ�WKHP��RU�taxing them in an ad hoc and inconsistent fashion as is done 
in New Zealand invites unproductive tax avoidance, creates uncertainty for 
taxpayers, and is inequitable��

(OOLIIH�DQG�+XDQJ�REVHUYH�WKDW�1HZ�=HDODQG�LV�XQLTXH��FRQFOXGLQJ����

7KH�UHDVRQ�KLVWRULFDOO\�WKDW�1HZ�=HDODQG�GRHV�QRW�KDYH�D�&*7�LV�QRW�EHFDXVH�
New Zealand policymakers fail to recognise the benefits of such a form of 
taxation, but because they have been overawed by the perceived problems and 
cost associated with it���

,Q�ORRNLQJ�DW�WKH�KLVWRU\�RI�WKLV�WD[�SROLF\��LW�LV�SRVVLEOH�WR�FRQFOXGH�WKDW�WKH�
UHMHFWLRQ� LV� SULPDULO\� GXH� WR� XQVXEVWDQWLDWHG� DVVHUWLRQV� WKDW� WKH� ODZ� ZLOO�
EHFRPH�WRR�FRPSOH[�IURP�DQ�DGPLQLVWUDWLYH�DQG�WHFKQLFDO�SHUVSHFWLYH��DQG��
EHDULQJ� WKLV� EXUGHQ� LQ� PLQG�� LV� QRW� ZRUWK� WKH� WURXEOH� IURP� WKH� UHYHQXH�
FROOHFWLRQ�SHUVSHFWLYH��«�

One of the advantages of being the last to adopt something is that you can 
learn from others’ mistakes��'RLQJ�VR��1HZ�=HDODQG�FRXOG�GHVLJQ�D�UHDOLVHG�
&*7� ZKLFK� LPSURYHV� WKH� WD[� V\VWHP¶V� HTXLW\�� LV� DGPLQLVWUDWLYHO\� OHVV�
FRPSOLFDWHG� WKDQ� RWKHU�&*7� V\VWHPV�� SURYLGHV� WKH� WD[� DGPLQLVWUDWLRQ�ZLWK�
LQIRUPDWLRQ��SURWHFWV�WKH�LQWHJULW\�RI�H[LVWLQJ�UXOHV��DQG�VWLOO�FROOHFWV�D�UHDOLVWLF�
DPRXQW�RI�UHYHQXH��«�,W�VHHPV�ORJLFDO�WR�DVVXPH�WKDW�New Zealand can learn 
something from other countries’ mistakes, and, even in some cases, successes.�

&ROHPDQ�XQGHUWDNHV�D�PRGHOOLQJ�DQDO\VLV�RI�D�SRWHQWLDO�&*7�LQ�WKH�ORQJ�WHUP�LQ�1HZ�
=HDODQG�RQ�KRXVLQJ�PDUNHW����+H�ILQGV�WKDW�EDVHG�RQ�WKH�DVVXPSWLRQV�RI�WKH�PRGHOOLQJ�
WKHUH� ZLOO� EH� GLIIHUHQW� UHVXOWV�� 6SHFLILFDOO\�� WKH� PRGHO� ZKLFK� XVHV� DQ� RYHUODSSLQJ�
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FRQVXOWDWLRQ�DQG�H[WHQVLYH�UHSRUWLQJ�WR�WKH�1HZ�=HDODQG�*RYHUQPHQW��ZKLFK�UHVXOWHG�
LQ�D�VHULHV�RI�UHFRPPHQGHG�RSWLRQV�IRU�PDMRU�WD[�SROLF\�UHIRUP��6SHFLILFDOO\�WKH�7:*�
VRXJKW�WR��

�� 
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to understand just why they differ��7KDW�D�GLVSDUDWH�JURXS�RI�LQGLYLGXDOV�IURP�
D�UDQJH�RI�EDFNJURXQGV�KDYH�HVWDEOLVKHG�VRPH�FRPPRQ�JURXQG�LQ�D�ZD\�RI�
WKLQNLQJ�DERXW� WD[HV� LV� LWVHOI� VXIILFLHQW�FDXVH�IRU�SUDLVH��7KH�5HSRUW�FDQ�EH�
UHDG�ZLWK�LQWHUHVW�DQG�SURILW�E\�DOO�WKRVH�LQWHUHVWHG�LQ�WD[�SROLF\��

��� %ULJKW�OLQH�WHVW��������

6XEVHTXHQW�WR�WKH�7:*�UHSRUW��WKHUH�ZDV�OLWWOH�GLVFXVVLRQ�RQ�WKH�LQWURGXFWLRQ�RI�D�&*7�
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0RVW�UHFHQWO\��7VHQ��6LQJK�/DGKDU�DQG�'DYH\�XQGHUWRRN�D�VXUYH\�RI�SUDFWLWLRQHUV�DQG�
RWKHU�WD[�SURIHVVLRQDOV�DV�WR�WKHLU�YLHZV�RQ�WKH�EULJKW�OLQH�WHVW��7KH\�FRQFOXGH����

Concern regarding the bright-line test is well founded and the authors note 
that the similar opinions from participants should be an indication that further 
policy consultation and development is required�±�SHUKDSV�IRUPLQJ�WKH�EDVLV�
IRU�IXUWKHU�UHVHDUFK�UHJDUGLQJ�WKH�W\SHV�RI�DGGLWLRQDO�SROLF\�WRROV�WKDW�FRXOG�EH�
XVHG�WR�LQWHJUDWH�QHZ�WD[�UXOHV�LQWR�WKH�VWDWXWH�ERRNV��+RZHYHU��it is accepted 
that the bright-line test will likely aid the Inland Revenue Department in some 
way�±�HYHQ�LI�WR�UHGXFH�VRPH�OHYHO�RI�FRPSOLDQFH�DQG�DGPLQLVWUDWLRQ�FRVWV�VR�
WKDW�WKHLU�OLPLWHG�UHVRXUFHV�FDQ�EH�XVHG�HOVHZKHUH��

:LWK�WKH�VHWWLQJ�XS�RI�WKH�QHZ�*RYHUQPHQW�LQ�ODWH�������LW�KDV�GHOLYHUHG�RQ�LWV�SURPLVH�
ZLWK�DQ�H[WHQVLRQ�RI�WKH�EULJKW�OLQH�WHVW�SHULRG�IURP�WKH�FXUUHQW�WZR�\HDUV�WR�ILYH�\HDUV��
ZLWK�HIIHFW�IURP����0DUFK���������7KH�UHVXOW�RI� WKLV�H[WHQVLRQ�LV� WKDW� WKH�SURYLVLRQV�
QRZ� WD[� PHGLXP�WHUP� JDLQV� UDWKHU� WKDQ� VKRUW�WHUP� JDLQV� DV� WKH\� GLG� RULJLQDOO\��
&RQFHUQV�KDYH� DOVR�EHHQ� UDLVHG�DURXQG� WKH� OLPLWHG� H[HPSWLRQV�ZKLFK� DUH�YLHZHG�DV�
EHLQJ�QRW�QHDUO\�DV�JHQHURXV�DV�WKH�$XVWUDOLDQ����SHU�FHQW�FRQFHVVLRQ�IRU�LQGLYLGXDOV���

7KH�LQLWLDO�WZR�\HDU�SHULRG�IRU�WKH�EULJKW�OLQH�WHVW�UHVXOWHG�LQ�D�TXHVWLRQ�DURXQG�ZKHWKHU�
WKH�SURYLVLRQV�LPSRVHG�D� IRUP�RI�FDSLWDO�JDLQV� WD[�RU�RUGLQDU\� LQFRPH�WD[�� ,W� LV�ZHOO�
HVWDEOLVKHG�WKDW�UHDO�HVWDWH�SXUFKDVHG�IRU�WKH�SXUSRVH�RU�LQWHQWLRQ�RI�VXEVHTXHQW�GLVSRVDO�
LV�DOUHDG\�WD[DEOH�DV�LQFRPH�DQG�WKH�LQWURGXFWLRQ�RI�EULJKW�OLQH�WHVW�PHUHO\�SURYLGHG�DQ�
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TXDOLW\�RI�WKH�ZRUN�GRQH��+RZHYHU��KH�FDXWLRQV�WKDW�WKH�IRFXV�PXVW�EH�RQ�PDLQWDLQLQJ�
FOHDU�SROLF\����

The success of a CGT, or any tax, will depend on a clear policy rationale 
which informs the design, consultation and implementation phases.�$�IDLOXUH�
WR�FOHDUO\�DUWLFXODWH�LWV�SXUSRVH�DQG�DGKHUH�WR�LW�ZLOO�SRWHQWLDOO\�OHDG�WR�D�SRRUO\�
GHVLJQHG� DQG� IXQFWLRQLQJ� &*7�� )XUWKHU�� SROLF\PDNHUV� FDQ� H[SHFW� WR� IDFH�
KHDY\�OREE\LQJ�ZLWK�DQ\�VXFK�IXWXUH�WD[��Keeping a clear focus of the object(s) 
of the tax will ensure that pressure from lobby groups do not derail the tax. 

7KH������/DERXU�3DUW\�&*7�SURSRVDO�FRQWDLQHG�VRPH�VLPLODU�IHDWXUHV�WR�WKH�H[LVWLQJ�
$XVWUDOLDQ�UHJLPH��VXFK�DV�WKH�VPDOO�EXVLQHVV�UHWLUHPHQW�FRQFHVVLRQV��EXW�LQ�FRQWUDVW�WR�
$XVWUDOLD�PDGH�RQO\�TXLWH�OLPLWHG�SURYLVLRQ�IRU�UHOLHI�IRU�FDSLWDO�DVVHWV�DOUHDG\�RZQHG��
7UDQVLWLRQDO�SURYLVLRQV��DV�0DSOHV�SRLQWV�RXW��DUH�DOZD\V�D�GLIILFXOW�LVVXH�WR�GHDO�ZLWK�
DQG�$XVWUDOLD�LV�XQLTXH�LQ�WHUPV�RI�LWV�µJUDQGIDWKHULQJ¶�RI�ZKDW�DUH�NQRZQ�DV�µSUH�&*7¶�
DVVHWV��7KH�SURSRVDO�DUJXDEO\�DOVR�GLG�QRW�DGHTXDWHO\�DGGUHVV�WKH�SRWHQWLDO�FRQWUDGLFWLRQ�
LQYROYHG� LQ� VHHNLQJ� WR� DGGUHVV�KRXVLQJ� DIIRUGDELOLW\� FRQFHUQV� LQ� WKH� VLWXDWLRQ�ZKHUH�
$XVWUDOLD� DQG� RWKHU� MXULVGLFWLRQV� QHYHUWKHOHVV� KDYH� VLPLODU� RU� JUHDWHU� KRXVLQJ�
DIIRUGDELOLW\�SUREOHPV�HYHQ�ZLWK� WKHLU�&*7�UHJLPHV� LQ�SODFH� �WKRXJK�ZKHWKHU� WKRVH�
SUREOHPV�ZRXOG�EH�ZRUVH�ZLWKRXW�WKH�&*7�UHPDLQV�DQ�RSHQ�TXHVWLRQ����

7KH�PRVW�UHFHQW�PDMRU�FRQWULEXWLRQ�WR�WKH�GHEDWH�LV�D�VSHFLDO�LVVXH�RI�DUWLFOHV�LQ�WKH�New 
Zealand Journal of Taxation Law and Policy LQ���������7KH�DUWLFOHV�ODUJHO\�FRPH�IURP�
D� FRQIHUHQFH� KHOG� LQ� ����� WKDW� ZHUH� SDUW� RI� D� ZLGHU� H[DPLQDWLRQ� RI� WKH� NH\� LVVXHV�
LQYROYHG� LQ� WKH� GHVLJQ� RI�&*7� UHJLPHV���� ,W�ZDV� LQWHQGHG� WR� LQIRUP� WKH�GHEDWH�� QRW�
SURPRWH�WKH�LQWURGXFWLRQ�RI�D�&*7��,Q�WKHLU�HGLWRULDO��(OOLIIH�DQG�/LWWOHZRRG�FRPPHQW�
WKDW�WKH�NH\�LVVXHV�GLVFXVVHG�LQFOXGH����

 :KHWKHU� WKH�&*7�VKRXOG�EH� LQWHJUDWHG�DV�SDUW�RI� WKH� LQFRPH�WD[�SURYLVLRQV�RU�D�
VHSDUDWH�VWDQG�DORQH�WD[��

������������������������������������������������������
���$QGUHZ�-�0DSOHV��µ$�&RPSUHKHQVLYH�&DSLWDO�*DLQV�7D[�LQ�1HZ�=HDODQG�±�1R�/RQJHU�3ROLWLFDO�+DUL�
.DUL"�� $� &RQVLGHUDWLRQ� RI� WKH� /DERXU� 3DUW\� 3URSRVDO� RI� ����¶� ������� ������ New Zealand Journal of 
Taxation Law and Policy ����������HPSKDVLV�DGGHG���
���7KH�DUWLFOHV�LQFOXGHG�LQ�WKLV�6SHFLDO�,VVXH�DUH��3HWHU�9LDO��µ1HZ�=HDODQG¶V�7D[�%DVH�³.XPDUD´¶��������
������New Zealand Journal of Taxation Law and Policy�����'DYLG�:KLWH��µ3HUVRQDO�&DSLWDO�*DLQV�7D[DWLRQ��
5HIOHFWLRQV�RQ�WKH�,QIOXHQFH�RI�(FRQRPLF�WKHRU\�RQ�7D[�5HIRUP�3URSRVDOV¶��������������New Zealand 
Journal of Taxation Law and Policy�����6KHOOH\�*ULIILWKV��µ³7KH�*DPH�LV�1RW�:RUWK�WKH�&DQGOH´��([SORULQJ�
WKH�/DFN�RI�D�&RPSUHKHQVLYH�&DSLWDO�*DLQV�7D[�LQ�1HZ�=HDODQG¶������������� New Zealand Journal of 
Taxation Law and Policy ����-DFRE�6SRRQOH\��µ$�6DQFWXDU\�IURP�WKH�7D[PDQ"��7KH�'HVLJQ�RI�WKH�3ULPDU\�
5HVLGHQFH�([HPSWLRQ¶��������������New Zealand Journal of Taxation Law and Policy�����&UDLJ�(OOLIIH��
µ.H\� ,VVXHV� LQ� WKH� 'HVLJQ� RI� &DSLWDO� *DLQV� 7D[� 5HJLPHV�� 7D[LQJ� 1RQ�5HVLGHQWV¶�� ������� ������ New 
Zealand Journal of Taxation Law and Policy�����6KDOHVKQL�6KDUPD�DQG�+RZDUG�'DYH\�µ&KDUDFWHULVWLFV�RI�
D�3UHIHUUHG�&DSLWDO�*DLQV�7D[�5HJLPH�LQ�1HZ�=HDODQG¶��������������New Zealand Journal of Taxation 
Law and Policy������DQG�$DURQ�4XLQWDO��'DYLG�6QHOO� DQG�1LFKRODV�&KDQ��µ.H\�,VVXHV� LQ� WKH�'HVLJQ�RI�
&DSLWDO�*DLQV�7D[�5HJLPHV��7KH�,PSDFW�RQ�7D[�3UDFWLFH¶��������������New Zealand Journal of Taxation 
Law and Policy�������
���$GGLWLRQDO�SDSHUV�KDYH�UHFHQWO\�EHHQ�SXEOLVKHG�LQ�D�ERRN��0LFKDHO�/LWWOHZRRG�DQG�&UDLJ�(OOLIIH��HGV���
Capital Gains Taxation: A Comparative Analysis of Key Issues��(GZDUG�(OJDU���������
���&UDLJ�(OOLIIH�DQG�0LFKDHO�/LWWOHZRRG��µ(GLWRULDO¶��������������New Zealand Journal of Taxation Law 
and Policy ����
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VLJQLILFDQWO\� WKH� DWWUDFWLYHQHVV� RI� LQYHVWLQJ� LQ� FDSLWDO�JDLQV�EHDULQJ� DVVHWV� E\�
LQGLYLGXDOV¶�����$V�(YDQV�H[SODLQV��WKH�IRFXV�RI�WKH�&*7�UHIRUPV�UHFRPPHQGHG�E\�WKH�
5DOSK�5HYLHZ�FHQWUHG�RQ�RSWLPLVLQJ�HFRQRPLF�JURZWK��ZLWK�YHU\�OLWWOH�IRFXV�RQ�HTXLW\�
DQG�RQO\�VRPH�UHFRJQLWLRQ�RI�WKH�LPSRUWDQFH�RI�VLPSOLFLW\�DQG�FHUWDLQW\�����7KH�GLVFRXQW�
PHWKRG�FXUUHQWO\�DGRSWHG�E\�$XVWUDOLD�LV�LQ�OLQH�ZLWK�WKH�&DQDGLDQ�PRGHO��ZKLOH�RWKHU�
MXULVGLFWLRQV�VXFK�DV�3RUWXJDO��&KLOH�DQG�6SDLQ�PDLQWDLQ�D�PHWKRGRORJ\�WKDW�WDNHV�LQWR�
DFFRXQW�LQIODWLRQ��+RZHYHU��PRVW�2(&'�FRXQWULHV�WUHDW�WKH�IXOO�FDSLWDO�JDLQ�DV�WD[DEOH��
ZLWK�VRPH�SURYLGLQJ�IRU�DQ�H[HPSWLRQ�XS�WR�D�IL[HG�DPRXQW������

7KH� DEROLWLRQ� RI� LQGH[DWLRQ� DQG� UHSODFHPHQW� ZLWK� WKH� ��� SHU� FHQW� GLVFRXQW� PHWKRG�
ODUJHO\�UHLQWURGXFHG�LQHTXLW\�LQWR�WKH�V\VWHP�E\�SUHIHUHQWLDOO\�WD[LQJ�JDLQV��$V�(YDQV�
QRWHV�� WKH� HVVHQWLDO� UHDVRQ� IRU� LQWURGXFLQJ�D�&*7�LV�RQH�RI�HTXLW\��\HW�D����SHU�FHQW�
GLVFRXQW�µVDYDJHO\�RIIHQGV�ERWK�WKH�KRUL]RQWDO�DQG�WKH�YHUWLFDO�DVSHFWV�RI�HTXLW\¶�����,W�
KDV� DOUHDG\�EHHQ�QRWHG� WKDW� VDODU\� HDUQHUV� DUH�GLVDGYDQWDJHG�RYHU� LQYHVWRUV�DQG� WKDW�
ZHDOWKLHU�LQGLYLGXDOV�WHQG�WR�EH�WKH�RQHV�ZKR�LQYHVW�IRU�FDSLWDO�JDLQ��7KLV�LQHTXLW\�FDQ�
DOVR�EH�GHPRQVWUDWHG�E\�FRPSDULQJ�WKH�WD[LQJ�RI�FDSLWDO�JDLQV�ZLWK�WKH�WD[LQJ�RI�RWKHU�
IRUPV�RI�VDYLQJV�LQFRPH�DQG��LQ�WKLV�FRQWH[W��LW�LV�QHFHVVDU\�WR�FRQVLGHU�KRZ�WKH�WD[DWLRQ�
RI�FDSLWDO�JDLQV�ILWV�ZLWKLQ�WKH�EURDGHU�WD[�V\VWHP�DQG�WKH�WD[DWLRQ�RI�VDYLQJV�LQFRPH��
)RU�H[DPSOH��LQ�$XVWUDOLD��LQWHUHVW�LV�WD[HG�WKH�OHDVW�IDYRXUDEO\�EHFDXVH�WKH�HQWLUH�UHWXUQ��
LQFOXGLQJ�DQ\�LQIODWLRQDU\�JDLQ��LV�WD[HG�DW�PDUJLQDO�UDWHV��2Q�WKH�RWKHU�KDQG��GLYLGHQGV�
DQG� LQYHVWPHQW� LQ� VKDUHV� LV� WD[HG� IDYRXUDEO\�� ZLWK� GLYLGHQGV� DWWUDFWLQJ� D� GLYLGHQG�
LPSXWDWLRQ�FUHGLW�DQG�FDSLWDO�JDLQV�IURP�WKH�VDOH�DWWUDFWLQJ�WKH�&*7�GLVFRXQW��3URSHUW\�
LV�DOVR�WD[HG�IDYRXUDEO\�GHSHQGLQJ�RQ�ZKHWKHU�WKHUH�DUH�JDLQV�RU�ORVVHV��ZLWK�WKH�&*7�
GLVFRXQW�DJDLQ�DSSO\LQJ�WR�DQ\�JDLQ��DQG�RZQHU�RFFXSLHG�KRXVLQJ�LV�H[HPSW�DOWRJHWKHU�
IURP�WD[��7KDW�VDLG��FDSLWDO�JDLQV�RQ�VKDUHV�DUH�DUJXDEO\�SUHIHUUHG�UHODWLYH�WR�LQWHUHVW�
EHFDXVH�RI� WKH�&*7�GLVFRXQW��)XUWKHUPRUH��ZLWK�D� IXOO\�HIIHFWLYH� LPSXWDWLRQ�V\VWHP�
�WKLV�LQFOXGHV�ZKHUH�H[FHVV�LPSXWDWLRQ�FUHGLWV�DUH�UHIXQGDEOH��GLYLGHQGV�DUH�WD[HG�DW�WKH�
VKDUHKROGHU¶V�DYHUDJH�WD[�UDWH�DQG�WKLV�WUHDWPHQW�DSSOLHV�WR�WKH�WD[DWLRQ�RI�LQWHUHVW�DV�
ZHOO��

'LIIHUHQW�WD[�FRQVHTXHQFHV�EHWZHHQ�FDSLWDO�JDLQV��LQWHUHVW��GLYLGHQGV�DQG�UHDO�SURSHUW\��
DV�LOOXVWUDWHG�DERYH��UHVXOW�LQ�REYLRXV�KRUL]RQWDO�LQHTXLW\�LQ�WKH�WD[�UHJLPH��$V�QRWHG�E\�
WKH� +HQU\� 5HYLHZ�� WKHVH� GLIIHUHQFHV� DIIHFW� WKH� DVVHWV� LQ� ZKLFK� KRXVHKROGV� LQYHVW��
OHDGLQJ�WR�µDGYHUVH�LPSDFWV�RQ�RYHUDOO�HFRQRPLF�HIILFLHQF\��FDSLWDO�PDUNHW�VWDELOLW\�DQG�
WKH�GLVWULEXWLRQ�RI�ULVN�EHWZHHQ�LQGLYLGXDOV¶�����%HFDXVH�RI�WKH�WD[�LQFHQWLYHV��LQYHVWRUV�
WHQG�WR�WDNH�RQ�WRR�PXFK�GHEW��DQG�LQ�WKH�FDVH�RI�UHDO�HVWDWH��LW�OHDGV�WR�D�GLVWRUWLRQ�LQ�
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$V� WKH�DXWKRUV�SRLQW�RXW��SUHIHUHQWLDO�&*7� UDWHV� DUH� µXVXDOO\� OLQNHG� WR�SURYLGLQJ� DQ�
LQFHQWLYH�IRU�HQWUHSUHQHXUVKLS�DQG�ULVN�WDNLQJ��LQFUHDVLQJ�WKH�OHYHO�RI�VDYLQJ��LQYHVWPHQW�
DQG�SURGXFWLYLW\�DQG�FRXQWHUDFWLQJ�WKH�³ORFN�LQ�HIIHFW´¶�����

$JDLQ��DV�QRWHG� LQ� VHFWLRQ�����DERYH� LQ� UHODWLRQ� WR� WKH�JUDQGIDWKHULQJ� UXOH�� WKH�PRVW�
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UHTXLUH�D�FKDQJH�LQ�JRYHUQPHQW�RU�VHULRXV�ILQDQFLDO�FULVLV�WKDW�SXWV�WKH�1HZ�=HDODQG�WD[�
EDVH�DW�VLJQLILFDQW�ULVN���

:LWK� 1HZ� =HDODQG� RSHUDWLQJ� LWV� µ*HQHULF� 7D[� 3ROLF\� 3URFHVV¶� �*733��� WKHUH� LV� WKH�
RSSRUWXQLW\�IRU�FRQVLGHUDEOH�LQSXW�IURP�VWDNHKROGHUV�LQWR�ERWK�WKH�SROLF\�FRPSRVLWLRQ�
DQG�WKH�GUDIW�OHJLVODWLRQ��7KH�*733�FODULILHV�WKH�UHVSRQVLELOLWLHV�DQG�DFFRXQWDELOLWLHV�RI�
WKH�WZR�PDMRU�GHSDUWPHQWV�DFWLYHO\�LQYROYHG�LQ�WKH�SURFHVV��QDPHO\�,QODQG�5HYHQXH�DQG�
7KH�7UHDVXU\��� ,W� DOVR� HQFRXUDJHV� HDUOLHU� DQG�PRUH� H[SOLFLW� FRQVLGHUDWLRQ�RI�NH\� WD[�
SROLF\�HOHPHQWV�DQG�WUDGH�RIIV�WKURXJK�WKH�OLQNLQJ�RI�LWV�ILUVW�WKUHH�VWDJHV��)LQDOO\��WKH�
*733�SURYLGHV�DQ�RSSRUWXQLW\�IRU�H[WHUQDO�LQSXW��VXFK�DV�IURP�OHJDO�SUDFWLWLRQHUV�DQG�
ILUPV��LQWR�WKH�SURFHVV�IRU�IRUPXODWLQJ�WD[�SROLF\��6XFK�DQ�DSSURDFK�VHHNV�WR�IDFLOLWDWH�
ERWK� WKH� DFWXDO� DQG� SHUFHLYHG� WUDQVSDUHQF\� RI� WKH� SURFHVV�� DQG� SURYLGH� IRU� JUHDWHU�
FRQWHVWDELOLW\�DQG�TXDOLW\�RI�SROLF\�DGYLFH�����1HZ�=HDODQG¶V�H[SHULHQFH�ZLWK�WKH�*733�




