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7KH� FRQFOXVLRQ� UHDFKHG� LQ� WKLV� SDSHU� LV� WKDW� WKH� LQWHJUDWLRQ� SURFHVV� SXUVXHG� E\� &$5,&20� KDV
UHDFKHG�LWV�OLPLWV��LQFOXGLQJ�WKH�DWWHPSW�WR��ZLGHQ��WKH�SURFHVV�YLD�WKH�FUHDWLRQ�RI�WKH�$VVRFLDWLRQ�RI
&DULEEHDQ� 6WDWHV� �$&6��� 7KXV�� D� QHZ� DSSURDFK� WRZDUGV� LQWHJUDWLRQ� LV� UHTXLUHG�� ,W� LV� QRW� FOHDU�
KRZHYHU��ZKLFK�QHZ�SDUDGLJP�ZLOO�HYHQWXDOO\�HPHUJH�IURP�WKH�ROG�LQWHJUDWLRQ�VFKHPH��2QH�SRLQW�LV
YHU\�FOHDU��WKH�FRPSHWLWLYH�LQVHUWLRQ�RI�WKHVH�HFRQRPLHV�LQWR�WKH�JOREDO�HFRQRP\�ZLOO�EH�OLQNHG�WR
WKH� LPSOHPHQWDWLRQ� RI� HFRQRPLF� UHIRUPV�� 7KUHH�PLVVLQJ� LQJUHGLHQWV� LQ� WKH� SURFHVV� RI� HFRQRPLF
UHIRUPV�DUH�LGHQWLILHG��(GXFDWLRQ��(QDEOLQJ�*RYHUQPHQW�DQG�([SRUW�'LYHUVLILFDWLRQ��,Q�WKH�DUHD�RI
WUDGH�� WKH� TXHVWLRQ� LV� ZKHWKHU� WKH� FXUUHQW� HFRQRPLF� SDUDGLJP� ZLOO� DFFRPSOLVK� WKH� WUDGH
GLYHUVLILFDWLRQ� WKDW� WKH� ROG�� LPSRUW�VXEVWLWXWLRQ� PRGHO� FRXOG� QRW�� 0RUHRYHU�� WKH� DELOLW\� RI� WKH
&DULEEHDQ�HFRQRPLHV�LQ�DWWUDFWLQJ�IRUHLJQ�LQYHVWPHQW�WKDW�EULQJV�ZLWK�LW�H[SHUWLVH�DQG�WHFKQRORJ\�LV
WKH�NH\�IDFWRU�WKDW�ZLOO�VLJQDO�D�FKDQJH�LQ�WKH�HFRQRPLF�GHYHORSPHQW�SDUDGLJP�
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7KH�HFRQRPLHV�RI�WKH�&DULEEHDQ�&RPPXQLW\��&$5,&20��DUH�XQGHUJRLQJ�D�SURFHVV�RI�HFRQRPLF
UHIRUP�LQ�ZKLFK�PDUNHW�EDVHG�SROLFLHV��LQFOXGLQJ�WUDGH�OLEHUDOL]DWLRQ��DUH�NH\�FRPSRQHQWV�RI�D�QHZ
GHYHORSPHQW� VWUDWHJ\�� $V� HFRQRPLF� UHIRUPV� JDLQ� PRPHQWXP�� WKH� SURFHVV� RI� VXE�UHJLRQDO
LQWHJUDWLRQ�FRPHV�LQWR�TXHVWLRQ��,W�LV�FOHDU�WKDW�&$5,&20
V�RULJLQDO�JRDO�RI�HFRQRPLF�LQWHJUDWLRQ
KDV�EHHQ�VXUSDVVHG�E\�SRZHUIXO�QHZ�IRUFHV�VKDSLQJ�JOREDO�HFRQRPLF�UHODWLRQV��7KHVH�IRUFHV�LQFOXGH
WKH�UDSLG�SURFHVV�RI�JOREDOL]DWLRQ��DQG�WKH�IRUPDWLRQ�RI�QHZ��SRZHUIXO�WUDGLQJ�EORFV�LQ�WKH�:HVWHUQ
+HPLVSKHUH��+RZHYHU�� LW� LV�QRW�FOHDU�ZKLFK�UROH�� LI�DQ\��VXE�UHJLRQDO� LQWHJUDWLRQ�VFKHPHV�VXFK�DV
&$5,&20� RU� WKH� $VVRFLDWLRQ� RI� &DULEEHDQ� 6WDWHV� �$&6�� FDQ� RU� ZLOO� SOD\� LQ� WKH� FRPSHWLWLYH
LQVHUWLRQ�RI�WKLV�DUHD�LQWR�WKH�JOREDO�HFRQRP\�

,Q�RUGHU�WR�DGGUHVV�WKH�TXHVWLRQV�PHQWLRQHG�DERYH��WKLV�SDSHU�LV�GLYLGHG�LQWR�IRXU�VHFWLRQV�SUHFHGHG
E\�D�EULHI�EDFNJURXQG��7KH�ILUVW�VHFWLRQ�UHYLHZV�WKH�KLVWRULFDO�SURFHVV�RI�LQWHJUDWLRQ�LQ�WKH�UHJLRQ�
7KH� VHFRQG� VHFWLRQ� H[DPLQHV� QHZ� WRSLFV� UHOHYDQW� WR� WKH� SURFHVV� RI� LQWHJUDWLRQ� VXFK� DV� WKH� )UHH
7UDGH�$UHD�RI�WKH�$PHULFDV��WKH�$VVRFLDWLRQ�RI�&DULEEHDQ�6WDWHV��WKH�&DULEEHDQ�%DVLQ�,QLWLDWLYH�DQG
WKH�1RUWK�$PHULFDQ� )UHH� 7UDGH�$JUHHPHQW�� 7KH� WKLUG� VHFWLRQ� GLVFXVVHV� WUHQGV� DQG� SURVSHFWV� RI
WUDGH�UHODWHG�LVVXHV�ZLWKLQ�&$5,&20��ZKLOH�WKH�ILQDO�VHFWLRQ�SUHVHQWV�VRPH�WKRXJKWV�RQ�WKH�IXWXUH
RI�WKH�SURFHVV�RI�LQWHJUDWLRQ�
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7KH�RULJLQDO� WKLUWHHQ�PHPEHU�FRXQWULHV�RI�&$5,&20�KDYH�D�FRPELQHG�SRSXODWLRQ�RI�DURXQG����
PLOOLRQ� SHRSOH� �DSSUR[LPDWHO\� ���� SHUFHQW� RI� WKH� WRWDO� SRSXODWLRQ� RI� /DWLQ� $PHULFD� DQG� WKH
&DULEEHDQ��DQG�D�*'3�RI�DSSUR[LPDWHO\�86������ELOOLRQ�LQ�����������SHUFHQW�RI�/DWLQ�$PHULFD�DQG
WKH� &DULEEHDQ
V� DJJUHJDWH� *'3��� 3HU� FDSLWD� LQFRPH�� H[FHSW� IRU� *X\DQD�� LV� FRPSDUDEOH� DQG�RU
VXSHULRU� WR� WKH� DYHUDJH� IRU�/DWLQ�$PHULFD�� WKH�%DKDPDV� DQG�%DUEDGRV� KDYH� WKH� ILUVW� DQG� VHFRQG
KLJKHVW�SHU�FDSLWD�LQFRPH�LQ�WKH�UHJLRQ��6RFLDO�LQGLFDWRUV�VXFK�DV�DGXOW�OLWHUDF\��OLIH�H[SHFWDQF\�DW
ELUWK��LQIDQW�PRUWDOLW\�DQG�GDLO\�FDORULH�LQWDNH�DUH��RQ�DYHUDJH��VXSHULRU�WR�WKRVH�H[LVWHQW�LQ�WKH�UHVW�RI
/DWLQ�$PHULFD�

5HVRXUFH�HQGRZPHQW�KDV�JUHDWO\�GHWHUPLQHG�WKH�W\SH�RI�HFRQRPLF�DFWLYLWLHV�DQG�WKH�OLPLWHG�H[SRUW
EDVH� RI� WKH� UHJLRQ� �L�H��� DJULFXOWXUDO� SURGXFWV�� SULPDULO\� VXJDU� DQG� EDQDQDV�� PLQLQJ� DFWLYLW\�
HVSHFLDOO\�EDX[LWH�DQG�DOXPLQD��LQ�-DPDLFD��6XULQDPH�DQG�*X\DQD��DQG�SHWUROHXP�DQG�QDWXUDO�JDV�LQ
7ULQLGDG� DQG� 7REDJR��� 7URSLFDO� ZHDWKHU� DQG� EHDXWLIXO� EHDFKHV� SURYLGH� WKH� EDVLV� IRU� D� YLEUDQW
WRXULVP�LQGXVWU\�LQ�QHDUO\�DOO�WKH�FRXQWULHV�

                    

�6HQLRU� ,QWHJUDWLRQ�(FRQRPLVW�DW� WKH� ,QVWLWXWH� IRU� ,QWHJUDWLRQ�RI�/DWLQ�$PHULFD�DQG� WKH�&DULEEHDQ� �,17$/���7KH�DXWKRU� LV� LQGHEWHG� WR
)HUQDQGR�0DWHR�RI�,17$/�IRU�KLV�FRPPHQWV�DQG�VXJJHVWLRQV�RQ�DQ�HDUOLHU�GUDIW�DQG�0V��%UHQGD�6LPRQHQ�RI�WKH�,QWHJUDWLRQ�DQG�7UDGH
'LYLVLRQ�RI�WKH�,'%�IRU�KHU�DVVLVWDQFH�LQ�HGLWLQJ�



$V�D�UHVXOW�RI�HFRQRPLF�UHIRUPV��WUDGLWLRQDO�DJULFXOWXUDO�DQG�PLQLQJ�DFWLYLWLHV�DUH�JUDGXDOO\�EHLQJ
UHSODFHG�E\�OLJKW�PDQXIDFWXULQJ�RI�JRRGV�VXFK�DV�WH[WLOHV��FORWKLQJ��IRRWZHDU�DQG�VHUYLFH�DFWLYLWLHV�
SDUWLFXODUO\�GDWD�SURFHVVLQJ��EDQNLQJ�DQG�WRXULVP��7KH�WRXULVP�VHFWRU�KDV�EHHQ�IORXULVKLQJ�LQ�WKH�ODVW
WHQ�\HDUV�DV�LW�UHSODFHV�FRPPRGLW\�EDVHG�H[SRUWV�DV�WKH�PDLQ�VRXUFH�RI�IRUHLJQ�FXUUHQF\�HDUQLQJV�
5HPLWWDQFHV� IURP� HPLJUDQWV� OLYLQJ� LQ� WKH�8QLWHG� 6WDWHV�� &DQDGD� DQG� (XURSH�� KDYH� DOVR� EHHQ� DQ
LPSRUWDQW�VRXUFH�RI�IRUHLJQ�FXUUHQF\�IRU�PDQ\�FRXQWULHV�
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,Q� ������ WKUHH� &DULEEHDQ� QDWLRQV� �$QWLJXD�� %DUEDGRV� DQG� *X\DQD�� LQLWLDWHG� WKH� &DULEEHDQ� WUDGH
LQWHJUDWLRQ�SURFHVV�E\�VLJQLQJ�WKH�7UHDW\�RI�'LFNVHQVRQ�%D\��ZKLFK�HVWDEOLVKHG�WKH�&DULEEHDQ�)UHH
7UDGH�$VVRFLDWLRQ� �&$5,)7$��� 7KUHH� \HDUV� ODWHU�� ZLWK� WKH� 7UHDW\� RI� 6W�� -RKQ
V�� &$5,)7$�ZDV
ZLGHQHG�WR�LQFOXGH�HLJKW�PRUH�PHPEHUV��7ULQLGDG�DQG�7REDJR��'RPLQLFD��*UHQDGD��6W��.LWWV�1HYLV�
$QJXLOOD��6W��/XFLD��6W��9LQFHQW��-DPDLFD�DQG�0RQWVHUUDW���3UHYLRXV�LQWHJUDWLRQ�PRYHPHQWV�LQFOXGHG
WKH� HVWDEOLVKPHQW� RI� WKH� :HVW� ,QGLHV� )HGHUDWLRQ� �:,)�� LQ� ����� XQGHU� %ULWLVK� WXWHODJH� DQG� WKH
FUHDWLRQ�RI� LQVWLWXWLRQV� VXFK�DV� WKH�8QLYHUVLW\�RI�:HVW� ,QGLHV�DQG� WKH�5HJLRQDO�6KLSSLQJ�6HUYLFH�
7KH�IHGHUDOLVW�H[SHULPHQW�IDLOHG��KRZHYHU��ZKHQ�-DPDLFD�DQG�7ULQLGDG�DQG�7REDJR�ZLWKGUHZ�DQG
REWDLQHG�WKHLU�LQGHSHQGHQFH�LQ�������,Q�DGGLWLRQ��WKH�(DVWHUQ�&DULEEHDQ�&RPPRQ�0DUNHW��(&&0�
ZDV�IRUPHG�LQ�������DQG�VWLOO�FRH[LVWV�ZLWK�&$5,&20��DV�D�FRRSHUDWLRQ�DQG�LQWHJUDWLRQ�HIIRUW�RI
WKH� VHYHQ� OHVV� GHYHORSHG� (QJOLVK�VSHDNLQJ� LVODQGV�� $OO� RI� WKHVH� LQWHJUDWLRQ� HIIRUWV� HYHQWXDOO\
HYROYHG�LQWR�D�VLQJOH��PRUH�FRPSUHKHQVLYH�VFKHPH�ZLWK�WKH�VLJQLQJ�RI�WKH�7UHDW\�RI�&KDJXDUDPDV
RQ�-XO\��WK��������FUHDWLQJ�WKH�&$5,&20�

7ZR�6HFUHWDULDWV�ZHUH�FUHDWHG�WR�VXSSRUW�WKH�LQWHJUDWLRQ�PRYHPHQW������WKH�&$5,&20�6HFUHWDULDW�
VHUYLFLQJ� WKH� &RPPRQZHDOWK� &DULEEHDQ� +HDGV� RI� *RYHUQPHQW� FRQIHUHQFHV� DQG� WKH� &RPPRQ
0DUNHW� &RXQFLO�� DQG� ���� WKH� &HQWUDO� 6HFUHWDULDW� RI� WKH� RUJDQL]DWLRQ� RI� (DVWHUQ� &DULEEHDQ� 6WDWHV
�2(&6��ZKLFK�VHUYLFHV�WKH�+HDGV�RI�*RYHUQPHQW�$XWKRULW\�RI�WKHVH�6WDWHV�DV�ZHOO�DV�WKH�(&&0�
7KH�&$5,&20�6HFUHWDULDW�LV�ORFDWHG�LQ�*HRUJHWRZQ��*X\DQD��ZKLOH�WKH��2(&6�6HFUHWDULDW�KDV�LWV
PDLQ� KHDGTXDUWHUV� LQ� 6DLQW� /XFLD� DQG� DQ� (FRQRPLF� $IIDLUV� 'LYLVLRQ� LQ� $QWLJXD� DQG� %DUEXGD�
%HVLGHV�WKHVH�WZR�LQWHJUDWLRQ�6HFUHWDULDWV��WKH�RYHUDOO�LQWHJUDWLRQ�HIIRUW�LV�VXSSRUWHG�E\�WZR�PDMRU
UHJLRQDO� LQVWLWXWLRQV�� WKH� &DULEEHDQ� 'HYHORSPHQW� %DQN� �&'%��� ORFDWHG� LQ� %DUEDGRV� DQG� WKH
8QLYHUVLW\�RI�:HVW� ,QGLHV� �8:,���ZLWK� FDPSXVHV� ORFDWHG� LQ�%DUEDGRV��7ULQLGDG� DQG�7REDJR� DQG
-DPDLFD�� ,Q� DGGLWLRQ� WR� WKHVH� LQVWLWXWLRQV�� WKHUH� DUH� DURXQG� ���� VPDOO� UHJLRQDO� RUJDQL]DWLRQV
RSHUDWLQJ�LQ�HYHU\�FRQFHLYDEOH�DUHD�RI�DFWLYLW\�LQ�WKH�&RPPXQLW\�

)URP� D� KLVWRULFDO� SHUVSHFWLYH�� WKH� PRVW� LQWULJXLQJ� TXHVWLRQ� RQH� PLJKW� DVN� LV� ZK\� ��� VPDOO
HFRQRPLHV��SULPDULO\�VPDOO�LVODQGV�ZLWK�OLPLWHG�UHVRXUFHV�DQG�ZHDN�WUDGH�DQG�FRPPXQLFDWLRQ
OLQNDJHV�DPRQJ�WKHPVHOYHV��VRXJKW�WR� LQWHJUDWH� WKHLU�HFRQRPLHV��$IWHU�DOO�� WKH�RQO\�VXFFHVVIXO
PRGHO� RI� HFRQRPLF� LQWHJUDWLRQ� RFFXUULQJ� DW� WKDW� WLPH� VXFK� DV�� WKH� (XURSHDQ� &RPPRQ� 0DUNHW�
LQYROYHG�ODUJH�DQG�KLJKO\�LQGXVWULDOL]HG�HFRQRPLHV��7KH�&DULEEHDQ�HFRQRPLHV��RQ�WKH�RWKHU�KDQG�
HSLWRPL]H�WKH�FODVVLFDO�FDVH�RI�VPDOO��RSHQ�HFRQRPLHV��QRW�FRQVLGHUHG�WKH�PRVW�VXLWDEOH�FDQGLGDWHV
WR� SXUVXH� HFRQRPLF� LQWHJUDWLRQ�� +RZHYHU�� WKH� DQVZHU� WR� WKDW� TXHVWLRQ� OLHV� LQ� WKH� HFRQRPLF
HQYLURQPHQW�RI�WKH�WLPH��KLJKO\�LQIOXHQFHG�E\�WKH�LGHD�RI�HFRQRPLF�GHYHORSPHQW�VSRQVRUHG�E\�WKH
(FRQRPLF�&RPPLVVLRQ�IRU�/DWLQ�$PHULFD��(&/$&��

                    
� 7KH�DQDO\VLV� FRQWDLQHG� LQ� WKLV� UHSRUW� GHDOV� RQO\�ZLWK� WKH� ��� WUDGLWLRQDO�� (QJOLVK�VSHDNLQJ�PHPEHU� FRXQWULHV� RI� WKH
&DULEEHDQ�&RPPXQLW\� �&$5,&20��� 7KH\� DUH��%DUEDGRV��*X\DQD�� -DPDLFD� DQG� 7ULQLGDG� DQG� 7REDJR�� WKH� VR�FDOOHG
0RUH�'HYHORSHG�&RXQWULHV��0'&V���DORQJ�ZLWK�$QWLJXD�DQG�%DUEXGD��%HOL]H��'RPLQLFD��*UHQDGD��0RQWVHUUDW��6W��.LWWV
DQG�1HYLV��6W��/XFLD�DQG�6W��9LQFHQW�DQG� WKH�*UHQDGLQHV�� UHIHUUHG� WR�DV� WKH�/HVV�'HYHORSHG�&RXQWULHV� �/'&V���7KH
%DKDPDV�EHFDPH�WKH���WK�PHPEHU�VWDWH�LQ�-XO\�RI������EXW�GLG�QRW�MRLQ�WKH�&RPPRQ�0DUNHW��6XULQDPH�EHFDPH�WKH
��WK�PHPEHU��DQG�ILUVW�QRQ�(QJOLVK�VSHDNLQJ�SDUWQHU�LQ�)HEUXDU\�RI�������,Q�WKH�ODVW���WK�DQQXDO�PHHWLQJ�RI�&$5,&20
KHOG�LQ�%DUEDGRV�GXULQJ�WKH�PRQWK�RI�-XO\��������WKH�%ULWLVK�9LUJLQ�,VODQGV�DQG�WKH�7XUNV�DQG�&DLFRV�KDG�WKHLU�VWDWXV
XSJUDGHG� IURP� DVVRFLDWH� WR� IXOO�PHPEHUVKLS�� EXW� RQO\� RI� WKH� FRPPXQLW\�� QRW� WKH� FRPPRQ�PDUNHW�� 7KH� ODWWHU� ZRXOG
UHTXLUH�WKHP�WR�DOLJQ�WKHLU�WDULIIV�ZLWK�WKDW�RI�&$5,&20
V�&(7��ZKLFK�ZRXOG�OHDG�WR�D�ORVV�RI�UHYHQXH�



'XULQJ� WKH� ����V� DQG� ����V�� WKH� (&/$&� SURYLGHG� D� IRXQGDWLRQ� IRU� QHZ� LGHDV� RI� UHJLRQDO
HFRQRPLVWV�VXFK�DV�5DXO�3UHELVFK�ZKLFK�DUJXHG�IRU�LPSRUW�VXEVWLWXWLRQ�W\SH�RI�LQGXVWULDOL]DWLRQ�DQG
UHJLRQDO�HFRQRPLF� LQWHJUDWLRQ�DV� WKH� IRUPXOD�ZKLFK�ZRXOG�SURYLGH� ODUJHU�PDUNHWV� IRU� WKH� UHJLRQ�
6XEVHTXHQWO\�� &DULEEHDQ� VFKRODUV�� ZLWK� $UWKXU� /HZLV� DW� WKH� IRUHIURQW�� ZHUH� DOVR� SURSRVLQJ� WKH
LQGXVWULDOL]DWLRQ�DQG�GLYHUVLILFDWLRQ�URXWH�WR�GHYHORSPHQW�

7KXV�� WKH� LGHD� RI� UHJLRQDO� LQWHJUDWLRQ� LQ� WKH� &DULEEHDQ� �DV� ZHOO� DV� LQ� /DWLQ� $PHULFD�� KDV� EHHQ
FORVHO\�OLQNHG�WR�WKH�LGHD�RI�HFRQRPLF�GHYHORSPHQW��5HJLRQDO�LQWHJUDWLRQ�KDV�EHHQ�VHHQ�SULPDULO\�DV
D�PHDQV�RI�DFFHOHUDWLQJ�WKH�LQGXVWULDOL]DWLRQ�RI�WKHVH�SULPDU\�SURGXFW�HFRQRPLHV�DQG�DFKLHYLQJ�WKH
GHVLUHG�JRDOV�RI�HFRQRPLF�GHYHORSPHQW�WR�ZKLFK�HDFK�FRXQWU\�DVSLUHV��7KH�QDWXUH�RI�WKH�LQWHJUDWLRQ�
GHYHORSPHQW�OLQN�KDV�FKDQJHG�RYHU�WKH�\HDUV��VXFK�DV�WKH�FRQFHSW�RI�RSHQ�UHJLRQDOLVP�WRGD\��DV�WKH
WKLQNLQJ�RQ�WKH�SURFHVV�RI�HFRQRPLF�GHYHORSPHQW� LWVHOI�KDV�FKDQJHG��EXW� WKH� OLQN�KDV�QHYHU�EHHQ
UHPRWH�IURP�WKH�UDLVRQ�G
rWUH�RI�UHJLRQDO�LQWHJUDWLRQ�

7KXV�� ZKLOH� DVVHVVLQJ� WKH� &DULEEHDQ� LQWHJUDWLRQ� PRYHPHQW� IURP� WKH� HFRQRPLF� GHYHORSPHQW
SHUVSHFWLYH��D�IXQGDPHQWDO�TXHVWLRQ�DULVHV��+DV�HFRQRPLF�LQWHJUDWLRQ�FRQWULEXWHG�WR�WKH�HFRQRPLF
GHYHORSPHQW�RI�&$5,&20�PHPEHU�FRXQWULHV"�,Q�WKLV�UHVSHFW��PHWKRGRORJLFDO�SUREOHPV�DVVRFLDWHG
ZLWK�D�ODFN�RI�UHOLDEOH�GDWD�GR�QRW�DOORZ�D�IRUPDO�WHVWLQJ�RI�WKH�K\SRWKHVLV��7KXV�� WKH�VHFRQG�EHVW
DSSURDFK�LV�WR�ORRN�IRU�RWKHU�YDULDEOHV�VXFK�DV�HYROXWLRQ�RI�*13�DQG�SHU�FDSLWD�LQFRPH�DV�SUR[LHV�WR
PHDVXUH�SHUIRUPDQFH�RI�WKHVH�HFRQRPLHV�

0RUHRYHU��&$5,&20�SHUIRUPDQFH�LV�QRW�LPSUHVVLYH�ZKHQ�FRPSDUHG�WR�WKH�UHVW�RI�/DWLQ�$PHULFD
GXULQJ� WKH� ���������� SHULRG� �6HH� 7DEOH� ,���:LWKLQ� &$5,&20�� WKH� IRXU� FRXQWULHV� FDOOHG� 0RVW
'HYHORSHG�&RXQWULHV��0'&V���L�H���%DUEDGRV��*X\DQD��-DPDLFD�DQG�7ULQLGDG�DQG�7REDJR��ZHUH�RXW�
SHUIRUPHG� E\� WKH� VHYHQ� /HVV� 'HYHORSHG� &RXQWULHV� �/'&V��� $QWLJXD� DQG� %DUEXGD�� %HOL]H�
'RPLQLFD��*UHQDGD��0RQWVHUUDW��6W��.LWWV�DQG�1HYLV��6W��/XFLD�DQG�6W��9LQFHQW�DQG�WKH�*UHQDGLQHV��

7R�D�ODUJH�H[WHQW��PDFURHFRQRPLF�SROLF\�UHVSRQVHV�WR�WKH�RLO�VKRFNV�RI�WKH�����V�DQG�HDUO\�����V
DQG�QRW�HFRQRPLF�LQWHJUDWLRQ�H[SODLQV�WKH�XQHYHQ�JURZWK�UDWHV�REVHUYHG�EHWZHHQ�WKH�WZR�JURXSV
RI�FRXQWULHV� �:RUOG�%DQN� >����@��� ,Q� WKLV� UHVSHFW�� WKH� VHYHQ� VPDOOHU� HFRQRPLHV� UHVSRQGHG� WR� WKH
H[WHUQDO� VKRFNV� ZLWK� D� JRRG� SXEOLF� VHFWRU� VDYLQJV� SHUIRUPDQFH�� D� ZHOO� VWUXFWXUHG� DQG� PDQDJHG
PRQHWDU\� V\VWHP� �WKURXJK� D� VLQJOH�PRQHWDU\� XQLRQ��� D� FRPSHWLWLYH� H[FKDQJH� UDWH� DQG�� WR� D� OHVV
H[WHQW��WKH�FDSWXULQJ�RI�QLFKH�H[SRUW�PDUNHWV��7KH�ODVW�SRLQW��UHODWHG�WR�WKH�SURFHVV�RI�LQWHJUDWLRQ��LV
H[SODLQHG�E\�WKH�IDFW�WKDW�ZLWKLQ�&$5,&20��WKH�VHYHQ�VPDOOHU�HFRQRPLHV�ZHUH�JLYHQ�VSHFLDO�WUDGH
WUHDWPHQW� WKDW� DOORZHG� WKHP� WR� H[SDQG� WKHLU� LQWUD�&$5,&20� H[SRUWV� GHVSLWH� WKH� HFRQRPLF
FRQWUDFWLRQ�H[SHULHQFHG�E\�WKH�ODUJHU�FRXQWULHV��SDUWLFXODUO\�GXULQJ�WKH�����V�

$OVR��LQ�WKH�FDVH�RI�WKH�VPDOOHU�HFRQRPLHV��LQIORZV�RI�ILQDQFLQJ�IURP�WKH�(XURSHDQ�8QLRQ�DOVR�FDQ
H[SODLQ�JDLQV�LQ�JURZWK�UDWHV�GXULQJ�WKDW�SHULRG��,Q�WKLV�UHVSHFW��WKH�VXVWDLQDELOLW\�RI�JURZWK�LQ�WKH
2(&6� LV� QRZ� XQGHU� TXHVWLRQ� EHFDXVH� RI� WKH� SRVVLEOH� ORVV� RI� D� JXDUDQWHHG� (XURSHDQ�PDUNHW� IRU

                                                                               

� 7KH�0'&�DQG�/'&�GHILQLWLRQV�DUH�EDVHG�RQ�HFRQRPLF�FRQGLWLRQV�SUHYDLOLQJ�DW�WKH�WLPH�RI�&$5,&20
V�FUHDWLRQ��WKH\
DUH�QRW�HQWLUHO\�UHOHYDQW�LQ�WKH�SUHVHQW�HFRQRPLF�FRQWH[W��*X\DQD��IRU�H[DPSOH��GHVLJQDWHG�DV�D�0'&��FXUUHQWO\�KDV�RQH
RI�WKH�ORZHVW�SHU�FDSLWD�LQFRPHV�LQ�WKH�:HVWHUQ�+HPLVSKHUH�



EDQDQD�H[SRUWV��RI�JUHDW�VLJQLILFDQFH�WR�PDQ\�RI�WKHVH�LVODQGV��DQG�WKH�FXUWDLOPHQW�RI�ILQDQFLDO�DLG
IURP�WKH�(8��

,Q�WKH�FDVH�RI�WKH�ODUJHU�FRXQWULHV��GRPHVWLF�SROLF\�UHVSRQVHV�WR�WKH�H[WHUQDO�VKRFNV�ZHUH�TXLWH�WKH
RSSRVLWH� IURP� WKRVH� WDNHQ� E\� WKH� VPDOOHU� FRXQWULHV�� /RRVH� ILVFDO� SROLFLHV� DQG� LQFUHDVLQJO\� RYHU�
YDOXHG� FXUUHQFLHV� UHVXOWHG� LQ� XQVXVWDLQDEOH� ILVFDO� DQG� WUDGH� GHILFLWV� ILQDQFHG� SULPDULO\� WKURXJK
H[WHUQDO�ERUURZLQJ��$V�H[WHUQDO�ILQDQFLQJ�EHJDQ�WR�GU\�XS�LQ�WKH�EHJLQQLQJ�RI�WKH�����V��HFRQRPLF
JURZWK�FDPH�WR�D�KDOW��(YHQ�7ULQLGDG�DQG�7REDJR��WKH�RQO\�RLO�H[SRUWHU�LQ�WKH�UHJLRQ��ZKLFK�HQMR\HG
IDYRUDEOH� PRYHPHQWV� LQ� LWV� EDODQFH� RI� SD\PHQWV�� IDLOHG� WR� SURYLGH� DQ� DSSURSULDWH� LQFHQWLYH
IUDPHZRUN� IRU� LWV� QRQ�RLO� VHFWRUV�� 7KLV� VKRUWFRPLQJ�� LQ� WXUQ�� XOWLPDWHO\� UHGXFHG� DQG� RIIVHW� WKH
EHQHILWV�RI�WKH�RLO�SULFH�ZLQGIDOO�

7$%/(�,
&$5,&20

*13�DQG�*13�SHU�&DSLWD�*URZWK���������
�FRQVWDQW�SULFHV��������86�GROODUV�

*13�*URZWK
�SHUFHQW�DYHUDJH�DQQXDO�JURZWK�

*13�SHU�&DSLWD�*URZWK
�SHUFHQW�DYHUDJH�JURZWK�

������� ������� ������� �������
D

������� ������� ������� �������
D

&$5,&20

0'&V
%DUEDGRV
*X\DQD
-DPDLFD
7ULQLGDG�	�7REDJR

/'&V
$QWLJXD
'RPLQLFDQD
*UHQDGD
6W��.LWWV
6W��/XFLD
6W��9LFHQW
%HOL]H
/DWLQ�$PHULFD
DQG�WKH�&DULEEHDQ
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�*URZWK�UDWHV�IRU���������DUH�PHDVXUHG�LQ�WHUPV�RI�*'3�

E
�*URZWK�UDWHV�IRU�/DWLQ�$PHULFDQ�DQG�WKH�&DULEEHDQ�7RWDO�DUH�PHDVXUHG�LQ�WHUPV�RI�*'3�

F
����������
6RXUFHV��'DWD�IRU����������7KH�:RUOG�%DQN��7KH�&DULEEHDQ�&RPPRQ�0DUNHW��7UDGH�3ROLFLHV�DQG�5HJLRQDO� ,QWHJUDWLRQ� LQ� WKH�����V�
'HFHPEHU�������'DWD�IRU����������,'%�RIILFLDO�VWDWLVWLFV���,0)��,)6�IRU�/'&��

0RUHRYHU��LI�D�FRPSUHKHQVLYH�YLHZ�RI�WKH�LQWHJUDWLRQ�PRYHPHQW�LQ�WKH�(QJOLVK�VSHDNLQJ�&DULEEHDQ
LV�WDNHQ��RQH�PLJKW�FRQFOXGH�WKDW�WKH�LQWHJUDWLRQ�SURFHVV�EHLQJ�SXUVXHG�E\�&$5,&20�KDV�UHDFKHG
LWV� OLPLW�� LQWUD�&$5,&20� WUDGH� KDV� QHYHU� H[FHHGHG� ������ SHUFHQW� RI� WRWDO� WUDGH� DQG� LQWUD�
LQYHVWPHQW�ZDV� QRQ� H[LVWHQW��7KH� IXQGDPHQWDO� UHDVRQ� IRU� WKLV�ZHDNQHVV� LV� WKDW�� EHFDXVH� RI� WKHLU
VLPLODU�SURGXFWLYH� VWUXFWXUH� LQ�ZKLFK� IHZ�DQG�VLPLODU� WUDGHDEOH�JRRGV� DUH�SURGXFHG�� WKH� UDQJH�RI
SURGXFWV�DYDLODEOH�IRU�LQWUD�UHJLRQDO�WUDGH�LV�OLPLWHG��VHH�6HFWLRQ�,,,�RQ�WUDGH�SDWWHUQV���$V�D�UHVXOW�

                    
� �)RU�D�PRUH�GHWDLOHG�DQDO\VLV�RI�WKH�SROLF\�RSWLRQV�IRU�WKH�2(&6�VHH��:RUOG�%DQN��0D\�������



WKH� VPDOOHU� &DULEEHDQ� HFRQRPLHV� FDQQRW� JHQHUDWH� KLJK� OHYHOV� RI� LQWUD�UHJLRQDO� WUDGH� DQG
LQYHVWPHQW� DQG�� FRQVHTXHQWO\�� WKH� G\QDPLF� VSLOORYHUV� DVVRFLDWHG� ZLWK� VXFK� DFWLYLWLHV� DV� ZHUH
DFKLHYHG�LQ�ODUJHU�DQG�PRUH�G\QDPLF�WUDGLQJ�EORFV�VXFK�DV�0(5&2685�DQG�1$)7$��,Q�DGGLWLRQ�
SULYDWH� FRUSRUDWH� LQWHJUDWLRQ� �ZKLFK� LV� WKH�GULYLQJ� IRUFH� RI� HFRQRPLF� LQWHJUDWLRQ� LQ� WKH�:HVWHUQ
+HPLVSKHUH�WRGD\��GLG�QRW�KDSSHQ�LQ�WKH�SDVW��DQG�VWLOO�LV�QRW�WDNLQJ�SODFH�WRGD\�LQ�WKH�&DULEEHDQ�
$OVR��GHILFLHQW�WUDGH�SROLFLHV�DQG�LQDGHTXDWH�WUDQVSRUWDWLRQ�DQG�WUDGH�IDFLOLW\�DUUDQJHPHQWV�SOD\�DQ
LPSRUWDQW�UROH�LQ�FRQVWUDLQLQJ�UHJLRQDO�WUDGH�DV�ZHOO�DV�WUDGH�ZLWK�WKH�UHVW�RI�WKH�ZRUOG�

7KH�IDLOXUH�RI�WKH�HDUOLHU�LQWHJUDWLRQ�PRYHPHQW�LQ�WKH�&DULEEHDQ�IRU�WKH�UHDVRQV�GLVFXVVHG�DERYH��
DQG�HOVHZKHUH�LQ�/DWLQ�$PHULFD��FRXOG�DOVR�EH�LQWHUSUHWHG�DV�DQ�LQGLFWPHQW�RI� WKH�LQWHUYHQWLRQLVW�
LQZDUG�ORRNLQJ�HFRQRPLF�PRGHO�DGRSWHG� LQ� WKH� UHJLRQ�XQWLO� WKH� HDUO\�����V��&XUUHQW�PDLQVWUHDP
WKRXJKW� LQ� WKH� DUHD� RI� WUDGH� �KLJKO\� LQIOXHQFHG� E\� HPSLULFDO� HYLGHQFH� RI� WKH� VXFFHVVIXO� H[SRUW�
RULHQWHG�HFRQRPLHV�RI�$VLD�3DFLILF��DUJXHV� WKDW�RXWZDUG�RULHQWDWLRQ��L�H���RSHQLQJ�RQH
V�PDUNHW� WR
WKH�UHVW�RI�WKH�ZRUOG�DQG�SURPRWLQJ�H[SRUWV��OHDGV�WR�KLJKHU�*'3�JURZWK��.UXHJHU�>����@����7RGD\�
LQ� WKH� QHZ� IUDPHZRUN� RI� RSHQ� UHJLRQDOLVP�� WKH� /DWLQ� $PHULFDQ� DQG� &DULEEHDQ� HFRQRPLHV� DUH
DWWHPSWLQJ�D�PRUH�RSHQ��PDUNHW�EDVHG�DQG�RXWZDUG�ORRNLQJ�HFRQRPLF�PRGHO�FRPSOHPHQWHG�E\�D
PRGHUQ�LQWHJUDWLRQ�SURFHVV�H[HPSOLILHG�E\�0(5&2685�DQG�1$)7$�

,W�VKRXOG�EH�UHFRJQL]HG�WKDW�GHVSLWH�&$5,&20
V�VKRUWFRPLQJV�LQ�WKH�DUHD�RI�HFRQRPLF�LQWHJUDWLRQ�
WKH�UHVXOWV�DFKLHYHG�LQ�RWKHU�DUHDV�RI�UHJLRQDO�FRRSHUDWLRQ�KDYH�EHHQ�KLJKO\�SRVLWLYH�LQ�DUHDV�VXFK
KHDOWK��HGXFDWLRQ�DQG�FXOWXUH��FRPPXQLFDWLRQV��QDWXUDO�GLVDVWHU�DOOHYLDWLRQ�DQG�LPSURYHPHQW�LQ�DLU
DQG�VKLSSLQJ�WUDQVSRUWDWLRQ�OLQNDJHV��5HJLRQDO�DLU�WUDQVSRUW�KDV�EHHQ�GHUHJXODWHG��DV�WKH�FRPPXQLW\
DGRSWHG�DQ�DLU�VHUYLFH�DJUHHPHQW��VLJQHG�E\�DOO�&$5,&20�PHPEHU�FRXQWULHV�ZLWK�WKH�H[FHSWLRQ�RI
-DPDLFD�DQG�WKH�%DKDPDV��ZKLFK�RSHQV�WKH�VNLHV�WR�DOO�&$5,&20�DQG�LQWHUQDWLRQDO�DLUOLQHV��7KLV�LV
H[SHFWHG�WR�LQFUHDVH�WRXULVW�DQG�EXVLQHVV�WUDYHO�DQG�WR�ORZHU�WLFNHW�SULFHV��7KH�QHZ�DUUDQJHPHQW�ZLOO
DOVR�LQFUHDVH�FRPSHWLWLRQ�IRU�H[LVWLQJ�DLUOLQHV��VRPH�RI�ZKLFK�PD\�QRW�VXUYLYH�VXFK�DV�ZDV�WKH�FDVH
RI�&DULE�([SUHVV�ZKLFK�FORVHG�GRZQ�LQ�$SULO�RI������

,Q�WKH�DUHD�RI�HGXFDWLRQ��WKH�8QLYHUVLW\�RI�:HVW�,QGLHV��FRQVLGHUHG�D�ZRUOG�FODVV�LQVWLWXWLRQ��RIIHUV
DFFHVV�WR�KLJKHU�HGXFDWLRQ�WR�VWXGHQWV�RI�DOO�&$5,&20�PHPEHU�FRXQWULHV��,Q�-XO\�RI�������D�VPDOO
EXW� VLJQLILFDQW�EUHDNWKURXJK�ZDV�PDGH�ZKHQ� WKH�JRYHUQPHQWV�GHFLGHG� WKDW�&$5,&20�QDWLRQDOV
ZKR�DUH�JUDGXDWHV�RI�UHFRJQL]HG�XQLYHUVLWLHV�ZLOO�QRW�QHHG�ZRUN�SHUPLWV�LQ�DQ\�PHPEHU�VWDWHV��7KLV
LV� LQWHQGHG� WR� DOORZ� IUHH�PRYHPHQW�RI� VNLOOHG� SURIHVVLRQDOV�� -RXUQDOLVWV� DQG� DWKOHWHV� DUH� QH[W� IRU
VXFK�WUHDWPHQW�

/DVWO\��&$5,&20�KDV�EHHQ�D�YHU\� HIIHFWLYH�SROLWLFDO� LQVWUXPHQW� IRU�ZLQQLQJ� WUDGH� DQG� ILQDQFLDO
FRQFHVVLRQV�IURP�WKH�8QLWHG�6WDWHV�DQG�&DQDGD��H�J���&%,��&$5,%&$1���DQG�WKH�(XURSHDQ�8QLRQ
�/RPH�&RQYHQWLRQ���,Q�DGGLWLRQ��IDYRUDEOH�QRQ�UHFLSURFDO�IUHH�WUDGH�DJUHHPHQWV�ZLWK�9HQH]XHOD�DQG
&RORPELD�KDYH�EHHQ�QHJRWLDWHG�LQ������DQG�������UHVSHFWLYHO\�

                    
� $OPRVW� DOO� VWXGLHV� LQ� WKH� SDVW� ��� \HDUV� KDYH� GRFXPHQWHG� WKH� VXSHULRU� JURZWK� SHUIRUPDQFH� RI� RXWZDUG�RULHQWHG
HFRQRPLHV��%HJLQQLQJ�ZLWK�VWXGLHV�E\�%HOD�%DODVVD�DQG�IROORZHG�E\�$QQH�.UXHJHU
V�FODVVLF�ZRUN�RQ�WUDGH�OLEHUDOL]DWLRQ
LQ�GHYHORSLQJ�FRXQWULHV��HPSLULFDO�VWXGLHV�KDYH�FRQVLVWHQWO\�IRXQG�D�KLJK�FRUUHODWLRQ�EHWZHHQ�RYHUDOO�*'3�JURZWK�DQG
JURZWK�LQ�H[SRUW�HDUQLQJV�



6(&7,21�,,� 7+(�352&(66�2)�,17(*5$7,21�'85,1*�7+(�����¶V��7+(�$&6�
1$)7$��&%,��$1'�7+(�)7$$

5HDOL]LQJ� WKH� VKRUWFRPLQJV� RI� &$5,&20�� D� YLYLG� GHEDWH� RQ� WKH� LQVHUWLRQ� RI� WKH� &DULEEHDQ
HFRQRPLHV�LQWR�WKH�JOREDO�HFRQRP\�KDV�HPHUJHG�DPRQJ�SROLF\�PDNHUV�LQ�WKH�ODVW�IHZ�\HDUV��7KHUH
LV� D� UHDOL]DWLRQ� WKDW� WZR� RPLQRXV� WUHQGV� DUH� WDNLQJ� SODFH�� )LUVW�� ILQDQFLDO� DLG� IURP� WKH� (XURSHDQ
8QLRQ�DQG�WKH�8QLWHG�6WDWHV�KDV�EHHQ�VKDUSO\�FXUWDLOHG�DQG�SUHIHUHQWLDO�WUDGH�DJUHHPHQWV�ZLWK�WKRVH
FRXQWULHV�DUH�LQ�GDQJHU�RI�EHLQJ�SKDVHG�RXW��H�J���/RPH��&%,��&$5,%&$1���6HFRQG��WKH�&DULEEHDQ
HFRQRPLHV� DUH�QRW�SDUW� RI� WKH� QHZ�� SRZHUIXO� WUDGLQJ� EORFV� HPHUJLQJ� LQ� WKH�:HVWHUQ�+HPLVSKHUH
VXFK�DV�1$)7$�RU�0(5&2685��,Q�WKH�FDVH�RI�WKH�HPHUJLQJ�)7$$��WKH�&DULEEHDQ�FRXQWULHV�VHH
WKHPVHOYHV� LQ� D� ZHDN� QHJRWLDWLRQ� SRVLWLRQ� YLV�D�YLV� WKH� ODUJHU� FRXQWULHV�� $V� GLVFXVVHG� QH[W�
FROOHFWLYH� LQLWLDWLYHV�KDYH�EHHQ�XQGHUWDNHQ�E\� WKH� UHJLRQ� LQ� UHODWLRQ� WR� WKHVH�FKDOOHQJHV��7KH� ILUVW
FROOHFWLYH�LQLWLDWLYH�LV�DQ�DWWHPSW�WR�H[SDQG�&$5,&20�YLD�WKH�$&6�

7KH�$VVRFLDWLRQ�RI�&DULEEHDQ�6WDWHV��$&6�

7KH� ILUVW� UHVSRQVH� IURP� WKH� &DULEEHDQ� HFRQRPLHV� WR� WKH� FKDOOHQJHV� RI� JOREDOL]DWLRQ� DQG
UHJLRQDOL]DWLRQ�KDV�EHHQ�WKH�FUHDWLRQ��LQ�������RI�D�QHZ�WUDGH�DQG�HFRQRPLF�RUJDQL]DWLRQ�FDOOHG�WKH
$VVRFLDWLRQ� RI� &DULEEHDQ� 6WDWHV� �$&6���� 7KH� LGHD� EHKLQG� LW� LV� WR� �ZLGHQ�� &$5,&20� �L�H��� WR
LQFOXGH�DOO�FRXQWULHV�ORFDWHG�LQ�WKH�JHRJUDSKLF�DUHD�GHVLJQDWHG�DV�WKH�&DULEEHDQ�%DVLQ���7KH�$&6
ZRXOG� KDYH� D� PDUNHW� RI� DERXW� ���� PLOOLRQ� SHRSOH�� ZLWK� DQ� HVWLPDWHG� FRPELQHG� JURVV� QDWLRQDO
SURGXFW�RI�86�����ELOOLRQ��DQG�D�WUDGH�YROXPH�RI�DERXW�86�����ELOOLRQ�SHU�\HDU�

7KH�$&6�LV�H[SHFWHG� WR�HQKDQFH�PXWXDO�FRRSHUDWLRQ� LQ�HFRQRPLF�DQG� WUDGH�UHODWHG�DUHDV�VXFK�DV
WRXULVP�� WUDQVSRUWDWLRQ�� DJULFXOWXUDO� SURGXFWLRQ�� VXVWDLQDEOH� XVH� RI� QDWXUDO� UHVRXUFHV�� DQG
FRRSHUDWLRQ� WR� RYHUFRPH� QDWXUDO� GLVDVWHUV�� ,WV� FKDUWHU� HQYLVLRQV� D� 6SHFLDO� &RPPLWWHH� RQ� 7UDGH�
'HYHORSPHQW� DQG� ([WHUQDO� (FRQRPLF� 5HODWLRQV� ZLWK� D� PDQGDWH� WR� HODERUDWH� VWUDWHJLHV� IRU� WKH
FRQYHUJHQFH�RI� WUDGH�SROLFLHV�ERWK� DPRQJ�SDUWLFLSDQWV� LQ� WKH�$VVRFLDWLRQ� DV�ZHOO� DV� EHWZHHQ� WKH
$&6�� WKH� KHPLVSKHUH�� DQG� WKH� UHVW� RI� WKH� ZRUOG�� WKH� LGHQWLILFDWLRQ� RI� LQWUD�UHJLRQDO� DQG� H[WUD�
UHJLRQDO� WUDGH�SURPRWLRQ� LQLWLDWLYHV�� WKH� VWUHQJWKHQLQJ� RI� SULYDWH� VHFWRU� SDUWLFLSDWLRQ� LQ� WUDGH� DQG
UHJLRQDO�GHYHORSPHQWV�� DQG� WKH� LGHQWLILFDWLRQ� RI� WRXULVP� DFWLYLWLHV�ZKLFK� FDQ� EH� SURPRWHG� DW� WKH
UHJLRQDO�OHYHO�

*LYHQ� WKH� VKRUW� SHULRG� RI� WLPH� VLQFH� WKH� $&6� FDPH� LQWR� H[LVWHQFH�� LW� LV� WRR� HDUO\� WR� DVVHVV� LWV
HIIHFWLYHQHVV�DV�D�IXWXUH�WUDGLQJ�RU�HFRQRPLF�EORF��+RZHYHU��DV�VWDWHG�SUHYLRXVO\��LW�LV�GRXEWIXO�WKDW
WKH�EDVLF�HFRQRPLF�FRQVWUDLQWV�IDFHG�E\�&$5,&20�LQ�WKH�SDVW�FDQ�EH�RYHUFRPH�E\�WKH�$&6�LQ�WKH
IXWXUH��7KLV�QHZO\�IRUPHG�RUJDQL]DWLRQ�ZLOO�IDFH�WUHPHQGRXV�FKDOOHQJHV��VXFK�DV�ILQGLQJ�ILQDQFLDO
UHVRXUFH�IRU�WKH�DFFRPSOLVKPHQW�RI�LWV�DPELWLRXV�WUDGH�UHODWHG�DFWLYLWLHV�DQG�WR�WDNH�DQ�HIIHFWLYH�UROH
LQ� IRVWHULQJ� HFRQRPLF� LQWHJUDWLRQ� �HVSHFLDOO\� GLIILFXOW� FRQVLGHULQJ� WKDW� WUDGH� DQG� LQYHVWPHQW
DFWLYLWLHV�DUH�PLQLPDO�DPRQJ�LWV����PHPEHU�FRXQWULHV��

                    
�� 7KH����FRXQWULHV�DUH��%DUEDGRV��*X\DQD��-DPDLFD��7ULQLGDG�DQG�7REDJR��$QWLJXD�DQG�%DUEXGD��%HOL]H��'RPLQLFD�
*UHQDGD��6W��.LWWV�DQG�1HYLV��6W��/XFLD��6W��9LQFHQW�DQG�*UHQDGLQHV��%DKDPDV��&XED��WKH�'RPLQLFDQ�5HSXEOLF��+DLWL�
6XULQDPH��&RVWD�5LFD��1LFDUDJXD��*XDWHPDOD��+RQGXUDV��(O�6DOYDGRU��3DQDPD��9HQH]XHOD��&RORPELD�DQG�0H[LFR�



,Q�D�PRUH�SHVVLPLVWLF�YLHZ��D�UHFHQW�SDSHU�VWDWHV�WKDW��WKH�$&6�LV�ZDLWLQJ�IRU�DQ�DSSURSULDWH�WKHRU\
RI�LQWHUQDWLRQDO�LQVWLWXWLRQV�WR�GHYHORS�EHIRUH�LW�FDQ�IRUHVHH�D�FOHDU�PDQGDWH��$�FDO\SVRQLDQ�FRXOG
ZHOO�GHSLFW�WKH�$&6��DV�D�PHGLFLQH�LQ�VHDUFK�RI�D�GLVHDVH���'RRNHUDQ�>����@��S�����1RQHWKHOHVV��LW
VKRXOG� EH� UHFRJQL]HG� WKDW� WKH� $&6� LV� SDUW� RI� D� VHFRQG� JHQHUDWLRQ�� PRGHUQ�� RXWZDUG�ORRNLQJ
LQWHJUDWLRQ� RUJDQL]DWLRQ� WKDW� FRXOG� EXLOG� DQ� HFRQRPLF� EULGJH� EHWZHHQ� WKH� (QJOLVK� VSHDNLQJ
FRXQWULHV�LQ�WKH�&DULEEHDQ�DQG�WKHLU�6SDQLVK�DQG�)UHQFK�VSHDNLQJ�QHLJKERUV�

7KH�1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW��1$)7$�

7KH� LPSOHPHQWDWLRQ�RI�1$)7$�KDV�SURPRWHG�D�GHEDWH�RQ�KRZ� WKH�&DULEEHDQ�HFRQRPLHV� VKRXOG
SRVLWLRQ� WKHPVHOYHV� LQ� WKH� HPHUJLQJ� HFRQRPLF� RUGHU� GRPLQDWHG� E\� WUDGLQJ� EORFV�� 7KH� TXHVWLRQ
SUREDEO\�LV��GRHV�1$)7$�PDWWHU�WR�WKH�&DULEEHDQ�UHJLRQ"��7KH�DQVZHU�LV�WKDW�ZLWK�RYHU����SHUFHQW
RI� WRWDO�H[SRUWV�GHVWLQHG� WR�1RUWK�$PHULFD��PDLQWDLQLQJ�SUHIHUHQWLDO� WUDGH� DUUDQJHPHQWV�ZLWK� WKLV
UHJLRQ� LV�� FOHDUO\�� WKH�PDLQ� WUDGH�UHODWHG� WRSLF� LQ� WKH�&DULEEHDQ��$FFHVV� WR� WKH�8�6��PDUNHW� LV� RI
WDQWDPRXQW�LPSRUWDQFH�FRQVLGHULQJ�WKDW��DIWHU�&DQDGD�DQG�0H[LFR��WKH�&DULEEHDQ�HFRQRPLHV�DUH�WKH
PRVW� LQWHJUDWHG� WR� WKH�8�6�� HFRQRP\�� DQG� WKDW� WKH�8QLWHG� 6WDWHV� LV� E\� IDU� WKH� ODUJHVW�PDUNHW� IRU
&$5,&20�����SHUFHQW�RI�WKHLU�WRWDO�H[SRUWV���,Q�DGGLWLRQ��WKH�8�6��LV�&$5,&20
V�PDLQ�VRXUFH�RI
GLUHFW�IRUHLJQ�LQYHVWPHQW�ZKLFK�DPRXQWHG�WR�86���ELOOLRQ�E\�������8�6��&RPPHUFH�'HSDUWPHQW��

3ROLF\�PDNHUV� LQ� WKH� UHJLRQ� DUJXH� WKDW�� RYHU� WLPH�� LPSOHPHQWDWLRQ� RI� 1$)7$� FRXOG� UHGXFH� WKH
FRPSHWLWLYH�DGYDQWDJH�YLV�D�YLV�0H[LFR�WKDW�WKH�&DULEEHDQ�FRXQWULHV�HQMR\HG�WKURXJK�WKH�&DULEEHDQ
%DVLQ�,QLWLDWLYH��&%,���7KHUH�LV�D�IHDU�WKDW�WH[WLOHV�DQG�FORWKLQJ�H[SRUWV�WR�WKH�8�6��PDUNHW�FRXOG�EH
GLVSODFHG�E\�0H[LFDQ�SURGXFHUV��DQG�WKDW�WKLV�WUDGH�GLYHUVLRQ�ZRXOG�OHDG��HYHQWXDOO\��WR�LQYHVWPHQW
GLYHUVLRQ���$OVR��IHDU�RI�SURWHFWLRQLVP�LQ�WKH�8�6��PDUNHW�SOD\V�DQ�LPSRUWDQW�IDFWRU��)RU�H[DPSOH�
WKH�2IILFH�RI�WKH�8�6��7UDGH�5HSUHVHQWDWLYH�KDV�PRYHG�UHFHQWO\�WR�UHVWUDLQ�LPSRUWV�RI�XQGHUZHDU�DQG
QLJKWZHDU��NH\�SURGXFWV�LQ�WKH�UHJLRQ
V�ERRPLQJ�DSSDUHO�VHFWRU��IURP�HLJKW�FRXQWULHV�LQFOXGLQJ�WKH
'RPLQLFDQ�5HSXEOLF�DQG�-DPDLFD��WR�RIIVHW�8�6��PDQXIDFWXUHU
V�FODLP�RI�GDPDJH�

'HVSLWH�GLSORPDWLF� LQLWLDWLYHV� LQ� WKH� ODVW� WZR�\HDUV�E\� -DPDLFD� DQG�7ULQLGDG�DQG�7REDJR�DUJXLQJ
WKHLU��UHDGLQHVV��WR�MRLQ�1$)7$��WKH�SROLWLFDO�FOLPDWH�LQ�WKH�8QLWHG�6WDWHV�KDV�QRW�EHHQ�FRQGXFLYH�WR
DQ� HDUOLHU� H[SDQVLRQ� RI� 1$)7$�� DV� WKH� QHJRWLDWLRQV� ZLWK� &KLOH� KDYH� GHPRQVWUDWHG�� 7KXV�� DV
1$)7$� PHPEHUVKLS� EHFDPH� D� UHPRWH� SRVVLELOLW\�� WKH� VHFRQG� EHVW� VROXWLRQ� IRU� WKH� &DULEEHDQ
FRXQWULHV�ZDV�WR�IRFXV�RQ�ZLQQLQJ�HYHQWXDO�1$)7$�SDULW\�YLD�&%,��L�H���REWDLQLQJ�WKH�VDPH�WUDGH
SUHIHUHQFHV�DV�0H[LFR�LV�JUDQWHG�XQGHU�1$)7$��

                    
� 6LQFH�0H[LFR
V�DFFHVVLRQ�WR�1$)7$��VDOHV�RI�&DULFRP�WH[WLOHV�WR�WKH�86�PDUNHW�KDYH�EHHQ�LQFUHDVLQJO\�GLVSODFHG�E\
0H[LFDQ�H[SRUWV��7KHVH�KDYH�ULVHQ�WR����SHUFHQW�RI�DOO�86�JDUPHQW�LPSRUWV��ZKLOH�IRU�LQVWDQFH��WKRVH�RI�-DPDLFD�KDYH
IDOOHQ�WR�����SHUFHQW��-DPDLFDQ�JDUPHQW�H[SRUWV�WR�WKH�86$�GURSSHG�IURP������PLOOLRQ�D�\HDU�WR������PLOOLRQ�LQ�WKH�ILUVW
QLQH�PRQWKV�RI�������ZLWK�OLWWOH�FKDQFH�RI�UHFRYHU\�LQ�WKH�ILQDO�TXDUWHU��*DUPHQW�IDFWRU\�FORVXUHV��OHG�WR�WKH�ORVV�RI������
MREV� LQ�������7KH�&DULEEHDQ�7H[WLOH�DQG�$SSDUHO� ,QVWLWXWH�� EDVHG� LQ� -DPDLFD��HVWLPDWHV� WKDW�����&DULEEHDQ�DSSDUHO
ILUPV�KDYH�FORVHG�DQG��������MREV�KDYH�EHHQ�ORVW�LQ�WKH�ODVW�WZR�\HDUV�DV�D�GLUHFW�UHVXOW�RI�WUDGH�GLYHUVLRQ�WR�0H[LFR�
0H[LFDQ�FRPSHWLWLRQ�LV�OLNHO\�WR�LQWHQVLI\�DV�QHZ�JDUPHQW�DVVHPEO\�SODQWV�RSHQ�WKHUH�DW�WKH�UDWH�RI����SHU�PRQWK��2[IRUG
$QDO\WLFD�/DWLQ�$PHULFD�'DLO\�%ULHI���)HEUXDU\����������



7KH�&DULEEHDQ�%DVLQ�,QLWLDWLYH��&%,�

7KH� 8QLWHG� 6WDWHV� KDV� FUHDWHG� WZR� SUHIHUHQWLDO� VFKHPHV� RIIHULQJ� GXW\�IUHH� WUHDWPHQW� IRU� FHUWDLQ
JRRGV��7KH�*HQHUDOL]HG�6\VWHP�RI�3UHIHUHQFHV��*63���ZKLFK�ZDV�LQLWLDWHG�LQ������IRU����\HDUV�DQG
ODWHU�H[WHQGHG�XQWLO�-XO\�RI�������DQG�WKH�&DULEEHDQ�%DVLQ�,QLWLDWLYH��&%,���ZKLFK�ZDV�DSSURYHG�LQ
�����DQG�PDGH�SHUPDQHQW�DV�&%,�,,�LQ�$XJXVW�RI�������&%,�FRXQWULHV�FDQ�FKRRVH�WR�H[SRUW�D�GXW\�
IUHH� SURGXFW� XQGHU� HLWKHU� SURJUDP� EXW� PRVW� SUHIHU� WR� H[SRUW� WKURXJK� WKH� &%,� EHFDXVH� LW� RIIHUV
EURDGHU�SUHIHUHQFHV��DQG�PRUH�IOH[LEOH�UXOHV��7KH�EHQHILWV�RI�&%,�DUH�OLPLWHG�WR����HOLJLEOH�&HQWUDO
$PHULFDQ� DQG�&DULEEHDQ� FRXQWULHV�� ([FHSW� IRU� D� VPDOO� QXPEHU� RI� JRRGV� IRUPDOO\� H[FOXGHG��� DOO
SURGXFWV�IURP�&%,�EHQHILFLDU\�FRXQWULHV�FDQ�EH�HOLJLEOH�IRU�GXW\�IUHH�HQWU\��,W�LV�LPSRUWDQW�WR�QRWH
WKDW� &%,� LV� D� RQH�ZD\�� QRQ�UHFLSURFDO� WUDGH� DJUHHPHQW� �L�H��� &DULEEHDQ� DQG� &HQWUDO� $PHULFDQ
FRXQWULHV�KDYH�QR�REOLJDWLRQ�WR�UHFLSURFDWH�LQ�WKHLU�RZQ�PDUNHWV��

)URP� WKH� &DULEEHDQ� VWDQGSRLQW�� WKH� &%,
V� SHUIRUPDQFH� KDV� QRW� PDWFKHG� WKH� KLJK� H[SHFWDWLRQV
FUHDWHG�ZKHQ� LW�ZDV� ODXQFKHG��8WLOL]DWLRQ� RI� WKH� SURJUDP�KDV� EHHQ� KLJKO\� FRQFHQWUDWHG� LQ� D� IHZ
FRXQWULHV��3ULQFLSDO�EHQHILFLDULHV�RI�WKH�&%,�SURJUDP�KDYH�EHHQ�WKH�'RPLQLFDQ�5HSXEOLF�DQG�&RVWD
5LFD��ZKLFK�WRJHWKHU�DFFRXQW�IRU�DERXW����SHUFHQW�RI�DOO�&%,�GXW\�IUHH�LPSRUWV��2WKHU�PDMRU�XVHUV
DUH� +RQGXUDV�� *XDWHPDOD�� +DLWL�� DQG� -DPDLFD�� ZKLFK� DFFRXQW� IRU� DERXW� ��� SHUFHQW� RI� GXW\�IUHH
LPSRUWV�� 7KH�8QLWHG� 6WDWHV� DOVR� KDV� EHQHILWWHG� IURP� WKH� SURJUDP�� LWV� H[SRUWV� WR� FRXQWULHV� LQ� WKH
&DULEEHDQ�%DVLQ�MXPSHG�IURP�86�����ELOOLRQ�LQ������WR�86������ELOOLRQ�LQ�������7KLV�LQFUHDVH�RI
����SHUFHQW�LV�WKUHH�WLPHV�WKH�JURZWK�UDWH�RI�8�6��JOREDO�H[SRUWV�GXULQJ�WKLV�SHULRG��)XUWKHU��WKH�8�6�
WUDGH�GHILFLW�ZLWK�FRXQWULHV�LQ�WKH�&DULEEHDQ�%DVLQ�RI�86�����ELOOLRQ�LQ������WXUQHG�LQWR�D�VXUSOXV�RI
DERXW�86���ELOOLRQ�WHQ�\HDUV�ODWHU�

,Q� VSLWH�RI�KHDY\� OREE\LQJ�� LQLWLDWLYHV� IRU� DFKLHYLQJ�1$)7$�SDULW\�KDYH�QRW�PDWHULDOL]HG�� \HW�� ,Q
0DUFK� RI� ������ D� ELOO� E\� &RQJUHVVPDQ� 3KLO� &UDQH� ZDV� LQWURGXFHG� �7KH� &DULEEHDQ� %DVLQ� 7UDGH
6HFXULW\�$FW�+�5�������WKDW�ZRXOG�SURYLGH�8�6�� LPSRUWV�IURP�&%,�FRXQWULHV�ZLWK�1$)7$�SDULW\�
7KH�QHZ�OHJLVODWLRQ�RIIHUHG�LQFUHDVHG�PDUNHW�DFFHVV�ZLWKRXW� UHTXLULQJ�UHFLSURFDO�FRPPLWPHQWV� LQ
WKH� DUHDV� RI� LQWHOOHFWXDO� SURSHUW\� ULJKWV�� HQYLURQPHQWDO� SURWHFWLRQ�� LQYHVWPHQW� DQG�ZRUNHUV� ULJKWV
SURWHFWLRQ��7KH�([HFXWLYH�KDV�QRW�DFWHG�RQ�WKLV�ELOO�EHFDXVH��DPRQJ�RWKHU�WKLQJV��LW�GLIIHUV�IURP�LWV
RZQ� LQLWLDWLYH�� WKH� ,QWHULP� 7UDGH� $JUHHPHQW� �,73�� SXW� IRUZDUG� E\� WKH� 8QLWHG� 6WDWHV� 7UDGH
5HSUHVHQWDWLYH� �8675��� :KHUHDV� WKH� &UDQH� ELOO� FRYHUV� DOO� SURGXFWV�� WKH� ,73� ZRXOG� RQO\� KDYH
SURYLGHG� SDULW\� WR� WH[WLOHV� DQG� DSSDUHO� SURGXFWV�PHHWLQJ�1$)7$
V� UXOHV� RI� RULJLQ��$Q\� LQLWLDWLYH
UHJDUGLQJ� 1$)7$� SDULW\� DQG� RWKHU� WUDGH�UHODWHG� TXHVWLRQV� FDQ� EH� H[SHFWHG� RQO\� DIWHU� 3UHVLGHQW
&OLQWRQ
V�YLVLW�WR�%DUEDGRV�LQ�0D\�RI�������1RQHWKHOHVV��WKHUH�LV�QR�SROLWLFDO�FOLPDWH�LQ�WKH�86$�IRU
DQ\� QRQ�UHFLSURFDO� WUDGH� DJUHHPHQW� VXFK� DV� WKH� SURSRVHG�1$)7$� SDULW\� ELOO�� 7KXV�� LI� DQ\� WUDGH
DJUHHPHQW�HPHUJHV��LW�ZLOO�EH�OLQNHG�WR�UHFLSURFDO�FRQFHVVLRQV�LQ�WUDGH�RU�RWKHUZLVH�

                    
� 7KH� SURGXFWV� H[FOXGHG� DUH�� IRRWZHDU�� SHWUROHXP� SURGXFWV�� FDWHJRULHV� RI� IODW� JRRGV� DQG� JORYHV�� OHDWKHU� DSSDUHO�
FDQQHG� WXQD�DQG�D�PLQRU� FDWHJRU\�RI�ZDWFKHV��7H[WLOHV�DQG�DSSDUHO� DUH� VXEMHFW� WR� VSHFLDO� DJUHHPHQWV� VXFK� DV� WKH
H[LVWLQJ�7DULII�3UHIHUHQFH�/HYHO� �73/������DSSOLHG� WR�DSSDUHO�SURGXFWV��8QGHU������ZKHQ�PHUFKDQGLVH�PDQXIDFWXUHG
IURP�IDEULF�PDGH�DQG�FXW�LQ�WKH�8�6��LV�DVVHPEOHG�LQ�D�&%,�FRXQWU\�DQG�WKHQ�UH�H[SRUWHG�WR�WKH�8�6���GXW\�LV�SDLG�RQO\�RQ
WKH�YDOXH�DGGHG�RI�ODERU�XVHG�LQ�WKH�DVVHPEO\�



,Q�WKLV�UHVSHFW��HIIRUWV�WR�UHFRQFLOH�JURZLQJ�FRQIOLFWV�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�WKH����PHPEHU
FRXQWULHV�RI�WKH�&$5,&20�ZLOO�GRPLQDWH�WKH�HFRQRPLF�DQG�SROLWLFDO�UHJLRQDO�DJHQGD�LQ�������7KH
UHFHQW�UHIXVDO�RI�-DPDLFD�DQG�7ULQLGDG�DQG�7REDJR�WR�DFFHGH�WR�8�6��UHTXHVW�IRU�RSHQ�DFFHVV�LQWR
WKHLU�WHUULWRULDO�ZDWHUV�IRU�WKH�SXUVXLW�RI�GUXJ�WUDIILFNHUV�LV�RQH�FDVH�LQ�SRLQW��$QRWKHU�LV�&$5,&20
V
FORVHU� WLHV�ZLWK�&XED��&XED� LV�EHFRPLQJ�VORZO\� LQWHJUDWHG� LQWR� WKH�&DULEEHDQ�PDLQVWUHDP�� ,W� KDV
EHHQ�DGPLWWHG�WR�ERGLHV�VXFK�DV�WKH�&DULEEHDQ�7RXULVP�2UJDQL]DWLRQ��&72���DQG�LV�VWULNLQJ�WUDGH�
LQYHVWPHQW�DQG�RWKHU�DFFRUGV�ZLWK�YDULRXV�&DULEEHDQ�FRXQWULHV��WKH�PRVW�UHFHQW�RI�ZKLFK�ZDV�ZLWK
7ULQLGDG�DQG�7REDJR�

7KH�)UHH�7UDGH�$UHD�RI�WKH�$PHULFDV��)7$$�

7KH�6XPPLW�RI�WKH�$PHULFDV��KHOG�RQ�'HFHPEHU����������ZDV�DQ�LPSRUWDQW�HYHQW�IRU�WKH�SURFHVV�RI
KHPLVSKHULF�LQWHJUDWLRQ��SDUWLFXODUO\�IRU�WKH�VPDOO�HFRQRPLHV�RI�WKH�&DULEEHDQ�&RPPXQLW\��$W�WKH
0LDPL� FRQIHUHQFH�� WKH� JRYHUQPHQWV� RI� WKH� :HVWHUQ� +HPLVSKHUH� �H[FHSW� &XED�� DJUHHG� WR
LPPHGLDWHO\�EHJLQ�WKH�FRQVWUXFWLRQ�RI�D�IUHH�WUDGH�DUHD�RI�WKH�$PHULFDV�LQ�ZKLFK�EDUULHUV� WR�WUDGH
DQG�LQYHVWPHQW�ZLOO�EH�SURJUHVVLYHO\�HOLPLQDWHG�EHJLQQLQJ�QR�ODWHU�WKDQ������

)RU� &$5,&20�PHPEHU� FRXQWULHV�� WKH� HVWDEOLVKPHQW� RI� D� IUHH� WUDGH� DUHD� LQ� WKH� $PHULFDV� LV� DQ
LPSRUWDQW�HYHQW�VLQFH�LW�FDQ�DVVLVW�WKHP�LQ�EXLOGLQJ�VWURQJHU�WUDGH�DQG�LQYHVWPHQW�OLQNDJHV�ZLWK�WKH
UHVW� RI� WKH� KHPLVSKHUH�� KHOS� FRQVROLGDWH� DQG� GHHSHQ� GRPHVWLF� HFRQRPLF� UHIRUPV�� DQG� PRUH
LPSRUWDQWO\�� KHOS� DWWUDFW� PXFK� QHHGHG� IRUHLJQ� LQYHVWPHQW�� 7KH� FKDOOHQJHV�� KRZHYHU�� DUH� DOVR
GDXQWLQJ�DQG�LQFOXGH���D��ZKHWKHU�WKH����HFRQRPLHV�FDQ�VXVWDLQ�WKH�SURJUDPV�RI�VWUXFWXUDO�HFRQRPLF
UHIRUP�QHHGHG� WR� FDSWXUH� WKH� EHQHILWV� GHULYHG� IURP� IXOO� SDUWLFLSDWLRQ� LQ� D� KHPLVSKHULF� IUHH� WUDGH
DUHD��$W�WKLV�SRLQW��HFRQRPLF�UHIRUPV�YDU\�TXLWH�PDUNHGO\�DPRQJ�WKH����FRXQWULHV��ZLWK�-DPDLFD�
7ULQLGDG�DQG�7REDJR��DQG� WR�D� OHVVHU�H[WHQW�*X\DQD�DQG�%DUEDGRV� OHDGLQJ� WKH�SURFHVV�RI� UHIRUP
�6HH�6HFWLRQ�,,,��IRU�D�UHYLHZ�RI� WKH�SURFHVV�RI� WUDGH�UHIRUPV���DQG��E��ZKHWKHU�QHJRWLDWLRQV�IRU�D
)7$$�ZLOO�VWUHQJWKHQ�RU�ZHDNHQ�&$5,&20�DQG�WKH�$&6�

7KDW�VHFRQG�SRLQW� LV� LPSRUWDQW�EHFDXVH� WKH�0LDPL�6XPPLW�FDOOV� IRU� WKH�FRQVROLGDWLRQ�RI�H[LVWLQJ
VXE�UHJLRQDO� DQG� ELODWHUDO� DUUDQJHPHQWV� DV� �EXLOGLQJ� EORFNV�� WR� EURDGHQ� DQG� GHHSHQ� KHPLVSKHULF
LQWHJUDWLRQ��$�ZHDN�&$5,&20�$&6�ZRXOG�EH�OHVV�HIIHFWLYH�DW�QHJRWLDWLQJ�WUDGH�DUUDQJHPHQWV�ZLWK
ODUJHU��PRUH�SRZHUIXO�HFRQRPLHV�LQ�WKH�KHPLVSKHUH��,Q�WKLV�UHVSHFW��WKH�&DULEEHDQ�FRXQWULHV
�DELOLW\
WR�ZLQ� FRQFHVVLRQV� IURP� WKH� ODUJHU� HFRQRPLHV�ZLOO� EH� WHVWHG� LQ� WKH� QHJRWLDWLRQV� WR� HVWDEOLVK� WKH
)7$$��'XULQJ�WKH�'HQYHU�7UDGH�0LQLVWHULDO�PHHWLQJ�RI�ODVW�\HDU��WKH�&DULEEHDQ�HFRQRPLHV�VHFXUHG
WKH�FUHDWLRQ�RI�D�ZRUNLQJ�JURXS�IRU� WKH�SXUSRVH�RI�H[DPLQLQJ�ZD\V�WR�IDFLOLWDWH�WKH�LQWHJUDWLRQ�RI
VPDOOHU�HFRQRPLHV�LQWR�WKH�KHPLVSKHULF�IUHH�WUDGH�DUHD��+RZHYHU��LW�UHPDLQV�WR�EH�VHHQ�ZKHWKHU�RU
QRW�WKH�VPDOOHU�&DULEEHDQ�FRXQWULHV�ZLOO�JHW�VSHFLDO�WUHDWPHQW�RU�WKH�WHFKQLFDO�DQG�ILQDQFLDO�VXSSRUW
WR�DVVLVW�WKHLU�LQVHUWLRQ�LQWR�WKH�IXWXUH�IUHH�WUDGH�DUHD�



6(&7,21�,,,� (&2120,&�5()2506�$1'�75$'(�/,%(5$/,=$7,21

7KURXJK� YDULRXV� PDFURHFRQRPLF� DGMXVWPHQW� DQG� VHFWRU� DGMXVWPHQW� ORDQV� �6$/�� H[WHQGHG� E\
PXOWLODWHUDO�LQVWLWXWLRQV��WKH�&DULEEHDQ�HFRQRPLHV�VWDUWHG�D�VHULHV�RI�HFRQRPLF�UHIRUPV�LQ�WKH�VHFRQG
KDOI�RI�WKH�����V��:LWKLQ�WKH�VR�FDOOHG��:DVKLQJWRQ�&RQVHQVXV��RI�PDUNHW�RULHQWHG�UHIRUPV��WUDGH
GLYHUVLILFDWLRQ� DQG� OLEHUDOL]DWLRQ� LV� FRQVLGHUHG� D� IXQGDPHQWDO� YDULDEOH� IRU� DFKLHYLQJ� VXVWDLQDEOH�
ORQJ� WHUP� � HFRQRPLF� JURZWK��� 7KLV� VHFWLRQ� EULHIO\� UHYLHZV� WKH� SDWWHUQV� RI� WUDGH� LQ� WKH� UHJLRQ�
LQFOXGLQJ�FRPSRVLWLRQ�DQG�GHVWLQDWLRQ�RI�LQWUD�DQG�H[WUD�UHJLRQDO�WUDGH��H[FKDQJH�UDWH�UHJLPHV��WKH
LPSOHPHQWDWLRQ�RI�WKH�&RPPRQ�([WHUQDO�7DULII��&(7��DQG�SURJUHVV�RI�WKH�WUDGH�UHIRUP�SURJUDP�

%DFNJURXQG

6FDUFLW\� RI� GDWD� ZKLFK�� LQ� WXUQ�� SUHYHQWV� WKH� DSSOLFDWLRQ� RI� IRUPDO� WHVWV� RI� LQWHUQDWLRQDO� WUDGH
GHWHUPLQDWLRQ�PRGHOV�LV�WKH�PDLQ�SUREOHP�IRU�DQDO\]LQJ�WUDGH�SDWWHUQV�DPRQJ�&$5,&20�PHPEHU
FRXQWULHV� DQG� RI� &$5,&20� ZLWK� WKH� UHVW� RI� WKH� ZRUOG��� 1RQHWKHOHVV�� VLPSOH� 5LFDUGLDQ� DQG
+HFNVKHU�2KOLQ� WUDGH� PRGHOV� SURYLGH� D� VWURQJ� WKHRUHWLFDO� EDVLV� IRU� H[SODLQLQJ� WUDGH� SDWWHUQV
REVHUYHG� LQ� WKH� UHJLRQ�� 7HFKQRORJLFDO� GLIIHUHQFHV�� IDFWRU� HQGRZPHQWV�� IDFWRU� PRELOLW\� DQG
FRQVXPSWLRQ�SDWWHUQV�DUH�YHU\�XVHIXO�DVVXPSWLRQV�LQ�H[SODLQLQJ�&DULEEHDQ�WUDGH�SDWWHUQV�

(YHQ�WRGD\��WUDGH�SDWWHUQV�UHIOHFW�WKH�&DULEEHDQ
V�FRORQLDO�SDVW�LQ�ZKLFK�WKH�LVODQGV�SURYLGHG�D�IHZ
DJULFXOWXUDO� SURGXFWV�� SULPDULO\� VXJDU�� D� ODERU� LQWHQVLYH� DFWLYLW\�� LQ� H[FKDQJH� IRU� PDQXIDFWXUHG
JRRGV�IURP�(XURSH��7KH�RQO\�YDULDWLRQ�WR�WKLV�PRGHO�RFFXUUHG�ZKHQ�SHWUROHXP�ZDV�GLVFRYHUHG�LQ
7ULQLGDG�DQG�7REDJR��EDX[LWH�LQ�-DPDLFD�DQG�*X\DQD��DQG�DWWHPSWV�DW�LQGXVWULDOL]DWLRQ��YLD�LPSRUW�
VXEVWLWXWLRQ��ZKLFK�WRRN�SODFH�GXULQJ�WKH�����V��([SRUWV�RI�VHPL�ILQLVKHG�SURGXFWV�DUH�UHFHQW�DQG
DFFRXQW�IRU�D�VPDOO�SURSRUWLRQ�RI�WKH�RYHUDOO�H[SRUWV�RI�WKH�UHJLRQ�

*LYHQ� WKH� VLPLODU� FRQVXPSWLRQ� SDWWHUQV� RI� WKH� &DULEEHDQ� HFRQRPLHV� �UHLQIRUFHG� E\� D� VLPLODU
FRORQLDO� KHULWDJH�� FOLPDWH� DQG� ODQJXDJH��� GLIIHUHQWLDWLRQ� DQG� FRPSRVLWLRQ� RI� WUDGH� DUH�� WR� D� ODUJH
H[WHQW�� GHWHUPLQHG� E\� WKHLU� SURGXFWLRQ� VWUXFWXUH�� 'HWHUPLQDQWV� RI� WKH� GLUHFWLRQ� RI� WUDGH� DUH
JHRJUDSKLFDO� ORFDWLRQ��KLVWRULFDO� OLQNV�DQG�SUHIHUHQWLDO�PDUNHW�DFFHVV�DJUHHPHQWV��'HWHUPLQDQWV�RI
GHPDQG�IRU�DQG�LQFRPH�IURP�&DULEEHDQ�H[SRUWV�DUH�IOXFWXDWLRQV�LQ�WKH�SULFHV�RI�H[SRUW�FRPPRGLWLHV
DQG�JURZWK�RI�LQFRPH�LQ�LQGXVWULDOL]HG�FRXQWULHV�

2YHUDOO�� WKH� FRPSRVLWLRQ� RI� &$5,&20
V� PHUFKDQGLVH� WUDGH� LV� DV� IROORZV�� RQ� WKH� H[SRUW� VLGH�
DJULFXOWXUDO� SURGXFWV� DQG� IRRG� PDNH� XS� WKH� EXON� RI� PRVW� &$5,&20� FRXQWULHV
� H[SRUWV�

                    
�7KH�H[SUHVVLRQ��:DVKLQJWRQ�&RQVHQVXV��ZDV�FRLQHG�LQ�WKH�����V�E\�-RKQ�:LOOLDPVRQ�RI�WKH�,QVWLWXWH�IRU�,QWHUQDWLRQDO
(FRQRPLFV�� ORFDWHG� LQ�:DVKLQJWRQ�'�&�� ,W� UHIHUV� WR�D�ERG\�RI�SROLF\� UHFRPPHQGDWLRQV�DLPHG�DW� HVWDEOLVKLQJ�PDUNHW�
RULHQWHG�HFRQRPLF�UHIRUPV�LQ�/DWLQ�$PHULFD��7KHVH�UHFRPPHQGDWLRQV��HQGRUVHG�E\�WKH�PXOWLODWHUDO�LQVWLWXWLRQV��FRYHUHG
EURDG�DUHDV�VXFK�DV��SXEOLF�VHFWRU�UHIRUP��SULYDWL]DWLRQ�RI�VWDWH�HQWHUSULVHV��ILVFDO�GLVFLSOLQH��SXEOLF�H[SHQGLWXUH�SULRULWLHV�
WD[�UHIRUP��UHIRUP�RI� WKH� MXGLFLDU\��� WUDGH�UHIRUP�DQG� OLEHUDOL]DWLRQ��GHUHJXODWLRQ�RI� ODERU�DQG� ILQDQFLDO�PDUNHWV��XQLILHG
H[FKDQJH�UDWHV��DQG�SURSHUW\�ULJKWV�
�� $QDO\VLV� RI� LQYHVWPHQW� IORZV� LQ� WKH�&$5,&20� LV� HYHQ� KDUGHU� WR� GR� WKDQ� WKRVH� RI� WUDGH�� 7KHUH� LV� OLWWOH� FRQVLVWHQW�
GHWDLOHG�GDWD�RQ�LQYHVWPHQW�FRPSRVLWLRQ�DQG�GLUHFWLRQ��7KH�EDODQFH�RI�SD\PHQWV�GDWD�SXEOLVKHG�E\�WKH�&HQWUDO�%DQNV
GLVWLQJXLVK�EHWZHHQ�SXEOLF�DQG�SULYDWH�FDSLWDO� IORZV��EXW� WKH� ODWWHU� LV�QRW�JHQHUDOO\�GHVHJUHJDWHG�E\�VHFWRU��VRXUFH�RU
GLUHFWLRQ�� 7KH� SUREOHP� RI� SULYDWH� LQYHVWPHQW� GDWD� LV� IXUWKHU� FRPSRXQGHG� LQ� WKRVH� FRXQWULHV� WKDW� QR� ORQJHU� KDYH
H[FKDQJH�FRQWUROV�



0DQXIDFWXUHV�FRQVWLWXWH�D�VLJQLILFDQW�SURSRUWLRQ�RI� WRWDO�H[SRUWV��RQO\� LQ�%DUEDGRV�DQG�-DPDLFD�
)XHO�SURGXFWV�GRPLQDWH�H[SRUWV�RI�WKH�%DKDPDV�DQG�7ULQLGDG�DQG�7REDJR��2Q�WKH�LPSRUW�VLGH��WKH
PDLQ�SURGXFWV�DUH�PDQXIDFWXUHG�JRRGV�DQG�IRRG��WKH�QRWDEOH�H[FHSWLRQ�EHLQJ�WKH�%DKDPDV�ZKRVH
LPSRUWV� DUH�PDLQO\� FUXGH� RLO� UHTXLUHG� IRU� LWV� RLO� UHILQHULHV���:LWK� WKH� H[FHSWLRQ� RI� 7ULQLGDG� DQG
7REDJR��DOO�&$5,&20�FRXQWULHV�LQFXU�RYHUDOO�PHUFKDQGLVH�WUDGH�GHILFLWV�

,Q� WKH� FDVH�RI� WKH� LVODQGV�RI�6W��/XFLD��6W��9LQFHQW� DQG� WKH�*UHQDGLQHV� DQG�*UHQDGD�� DJULFXOWXUDO
GHSHQGHQFH� LV� HYHQ�PRUH� FRQFHQWUDWHG� RQ� RQH� FURS�� EDQDQDV�� %DQDQD� H[SRUWV� DYHUDJHG� RYHU� ��
SHUFHQW�RI�H[SRUWV�IRU�WKH�ILUVW�WKUHH�LVODQGV�DQG����SHUFHQW�IRU�*UHQDGD�LQ�������$V�D�VKDUH�RI�H[SRUW
UHYHQXH��EDQDQD�H[SRUWV�FRQWULEXWH��RQ�DYHUDJH��WR�DURXQG����SHUFHQW��ZKLOH�DOVR�DPRXQWLQJ�WR���
SHUFHQW�RI�*'3�DQG����SHUFHQW�RI� HPSOR\PHQW��0RUHRYHU�� WKH�RQ�JRLQJ�GLVSXWH�ZLWK� WKH�8QLWHG
6WDWHV�RQ�WKH�EDQDQD�UHJLPH�LV�FDXVH�IRU�FRQFHUQ�DPRQJ�WKRVH�FRXQWULHV�

7KH�FDXVH�IRU�WKH�GLVSXWH�LV�WKDW�&KLTXLWD�%UDQGV�,QWHUQDWLRQDO��ZKLFK�PDUNHWV�EDQDQDV�IURP�/DWLQ
$PHULFD�� DUJXHV� WKDW� LWV� H[SRUWV� DUH� VXIIHULQJ� IURP� WKH� (XURSHDQ� 8QLRQ
V� SROLF\� JLYLQJ� VSHFLDO
PDUNHW�DFFHVV�WR�EDQDQD�LPSRUWV�IURP�$IULFDQ��&DULEEHDQ�DQG�3DFLILF��$&3��FRXQWULHV�YLD�WKH�/RPH
DJUHHPHQW��7KH�8675�LV�H[SHFWHG�WR�WDNH�WKLV�FDVH�WR�GLVSXWH�VHWWOHPHQW�SDQHO�RI�WKH�:RUOG�7UDGH
2UJDQL]DWLRQ��:72��LI�DQ�DFFHSWDEOH�VROXWLRQ�LV�QRW�UHDFKHG�GXULQJ�RQ�JRLQJ�QHJRWLDWLRQV��6KRXOG
WKH�:72�UXOH�DJDLQVW�WKH�(�8�
V�SROLF\��LW�FRXOG�EH�KLJKO\�GDPDJLQJ�WR�WKH�VPDOOHU�HFRQRPLHV�RI�WKH
2(&6�

7KH�IHZ�PDQXIDFWXULQJ�ILUPV�ZKLFK�RSHUDWH�LQ�WKH�2(&6�DUH�RI�WKUHH�W\SHV���D��HQFODYH�LQGXVWULHV
VHUYLQJ� 8�6�� PDUNHWV�� �E�� DJUR�SURFHVVLQJ� DQG� UHODWHG� LQGXVWULHV� PDLQO\� VHUYLQJ� WKH� &$5,&20
PDUNHW�� DQG� �F�� LQGXVWULHV� VHUYLQJ� SULPDULO\� ORFDO� PDUNHWV�� (QFODYH� LQGXVWULHV� FRQVLVW� DOPRVW
H[FOXVLYHO\� RI� ILUPV� SURGXFLQJ� JDUPHQWV� DQG� HOHFWURQLF� HTXLSPHQW�� $JUR�SURFHVVLQJ� DQG� UHODWHG
LQGXVWULHV�ZKLFK�SURGXFH� IRU� WKH�&$5,&20�PDUNHW� LQFOXGH� VRDS�SURGXFWV�� IORXU�� IHHG�JUDLQ� DQG
FDUGERDUG� ER[HV�� ,QGXVWULHV� VHUYLQJ� SULPDULO\� ORFDO� PDUNHWV� LQFOXGH� EHHU�� FLJDUHWWHV�� VRIW� GULQNV�
WRLOHW�SDSHU��IXUQLWXUH�DQG�VPDOO�DSSOLDQFHV��0DQXIDFWXUHG�H[SRUWV�DUH�KHDYLO\�FRQFHQWUDWHG�RQ�D�IHZ
SURGXFWV�VXFK�DV�JDUPHQWV��VXJDU� IORXU��FDUGERDUG�ER[HV�DQG�EHHU�ZKLFK�FRXOG�EH� MHRSDUGL]HG�E\
IXWXUH�WUDGH�OLEHUDOL]DWLRQ�

([WUD�UHJLRQDO�PDUNHWV�SOD\�WKH�GRPLQDQW�UROH�LQ�&$5,&20
V�WUDGH�SDWWHUQV��(XURSH�DQG�WKH�8QLWHG
6WDWHV�DUH�WKH�GHVWLQDWLRQ�IRU�WKUHH�TXDUWHUV�RI�&DULEEHDQ�H[SRUWV��VHH�7DEOH�,,���7KH�8QLWHG�6WDWHV�LV
E\� IDU� WKH� ODUJHVW� PDUNHW� IRU� &DULEEHDQ� SURGXFWV� �DOPRVW� ��� SHUFHQW� RI� WKHLU� WRWDO� H[SRUWV��� 7KH
LPSRUWDQFH�RI�WKH�8�6��PDUNHW�LV�HYHQ�JUHDWHU�EHFDXVH�LW�LPSRUWV�WKH�ODUJHVW�DPRXQW�RI�PDQXIDFWXUHG
JRRGV��VXFK�DV�WH[WLOHV��FORWKLQJ�DQG�FKHPLFDOV�SURGXFHG�LQ�WKH�UHJLRQ��DV�ZHOO�DV�DVVHPEO\�LQGXVWU\
FRPSRQHQWV� �L�H��� LPSRUWHG� IURP� WKH� 8�6��� DVVHPEOHG� LQ� WKH� UHJLRQ� DQG� UH�H[SRUWHG� WR� WKH� 8�6�
PDUNHW�XQGHU�UHGXFHG�WDULIIV��



7$%/(�,,
'HVWLQDWLRQV�RI�7RWDO�([SRUWV�������

&RXQWU\ &$5,&20 86$ &DQDGD 8. 2WKHU�(8 -DSDQ 2WKHU 7RWDO
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6RXUFHV��5DPHVK�)��5DPVDUDQ���6PDOO�(FRQRPLHV��7UDGH�3UHIHUHQFHV�DQG�5HODWLRQV�ZLWK�/DWLQ��6RXWK��$PHULFD��&KDOOHQJHV�)DFLQJ
WKH�$QJOR�SKRQH�&DULEEHDQ�LQ�D�&KDQJLQJ�:RUOG�(FRQRP\���'UDIW��6HSWHPEHU�������

7KH�&RPPRQ�([WHUQDO�7DULII��&(7�

&$5,&20�FRXQWULHV�KDYH��LQ�SULQFLSOH��D�FRPPRQ�H[WHUQDO�WDULII�VWUXFWXUH�OHYLHG�RQ�LPSRUWV�IURP
RXWVLGH�WKH�UHJLRQ��7KH�EDVLF�VWUXFWXUH�RI�WKH�&(7�LV�VHW�DFFRUGLQJ�WR�WZR�SULQFLSOHV���D��LPSRUWV�WKDW
FRPSHWH�ZLWK� UHJLRQDO� SURGXFWLRQ� VKRXOG� KDYH� KLJKHU� WDULII� UDWHV� WKDQ� WKRVH� WKDW� GR� QRW�� DQG� �E�
LPSRUWHG�ILQDO�FRQVXPHU�JRRGV�VKRXOG�KDYH�KLJKHU�UDWHV�WKDQ�LQSXWV�DQG�FDSLWDO�JRRGV��&RPSHWLQJ
SURGXFWV� DUH� GHILQHG� DV� WKRVH� IRU� ZKLFK� UHJLRQDO� SURGXFWLRQ� FDQ� VDWLVI\� ��� SHUFHQW� RU� PRUH� RI
UHJLRQDO�GHPDQG��7KHUH�DUH��KRZHYHU��QXPHURXV�H[FHSWLRQV�WR�WKH�&(7
V�EDVLF�VWUXFWXUH��%\�WKH�HQG
RI�������WKH�WKLUG�SKDVH�RI�WKH�&(7�VWDUWHG�WR�EH�LPSOHPHQWHG�ZLWK�OLFHQVHV�DQG�TXRWDV�RQ�VSHFLILF
SURGXFWV�EHLQJ�UHPRYHG�E\�PRVW�&$5,&20�PHPEHU�FRXQWULHV�

-DPDLFD�DQG�7ULQLGDG�DQG�7REDJR�KDYH�HOLPLQDWHG�YLUWXDOO\�DOO��DQG�*X\DQD�PRVW��RI�WKHLU�H[WHQVLYH
LPSRUW�DQG�IRUHLJQ�H[FKDQJH� OLFHQVLQJ�UHTXLUHPHQWV� �VHH�GLVFXVVLRQ�RQ� WUDGH� UHIRUP�QH[W���:KLOH
PDQ\�17%V�KDYH�EHHQ�HOLPLQDWHG��D�QXPEHU�RI�FRXQWULHV�UHWDLQ�VRPH�SURWHFWLYH�EDUULHUV��HVSHFLDOO\
DJDLQVW�WKH�LPSRUWDWLRQ�RI�DJULFXOWXUDO�SURGXFWV��7KH\�LQFOXGH�QRW�RQO\�OLFHQVLQJ�UHTXLUHPHQWV�DQG
TXDQWLWDWLYH� UHVWULFWLRQV� EXW� DOVR� SXEOLF� VHFWRU� LPSRUW� PRQRSROLHV�� $WWHQWLRQ� DOVR� LV� IRFXVHG� RQ
HOLPLQDWLQJ� WKH� SOHWKRUD� RI� VWDPS� GXWLHV�� LPSRUW� VXUFKDUJHV�� DQG� GLVFULPLQDWRU\� UDWHV� RI� WKH
FRQVXPSWLRQ�WD[�WKDW�DUH�QRZ�OHYLHG�RQ�LPSRUWV�RI�PDQ\�FRXQWULHV��7KHVH�DUH�LQ�PDQ\�FDVHV�D�PRUH
VHULRXV�VRXUFH�RI�DQWL�WUDGH�ELDV�WKDQ�DUH�IRUPDO�LPSRUW�WDULIIV�

)LQDOO\��LW�VKRXOG�EH�UHFRJQL]HG�WKDW�LPSOHPHQWDWLRQ�RI�WDULII�UHGXFWLRQV�LQ�WKH�&DULEEHDQ�SUHVHQWV�D
TXDQGDU\�IRU�JRYHUQPHQW�RIILFLDOV��%HFDXVH�RI�WKHLU�OLPLWHG�DELOLW\�WR�JHQHUDWH�ILVFDO�UHYHQXHV�IURP



WUDGLWLRQDO�VRXUFHV�VXFK�DV�FRQVXPSWLRQ�RU�SHUVRQDO�LQFRPH��LPSRUW�GXWLHV�DUH�WKH�PDLQ�VRXUFH�RI
SXEOLF� UHYHQXH� LQ� PRVW� FRXQWULHV�� 7KXV�� WKH� TXHVWLRQ� RI� ILVFDO� QHHGV� KDV� DOZD\V� EHHQ� EDODQFHG
DJDLQVW�WKH�QHHGV�RI�WDULII�UHGXFWLRQ�DQG�WUDGH�OLEHUDOL]DWLRQ��$W�WKLV�SRLQW��WKHUH�LV�QR�HYLGHQFH�WKDW
WKLV� SUREOHP� KDV� EHHQ� UHVROYHG� WKURXJKRXW� WKH� UHJLRQ�� $OVR�� LW� LV� UHFRJQL]HG� WKDW� WKH� VWUDWHJLF
LPSRUWDQFH�RI�WKH�&(7�LV�OLNHO\�WR�GLPLQLVK�TXLWH�UDSLGO\��*OREDO�WDULII�UHGXFWLRQ��UHJLRQDOLVP�DQG
ELODWHUDO� WUDGH� FRQFHVVLRQV�ZLOO� IXUWKHU� FRPSURPLVH� WKH� VXVWDLQDELOLW\� RI� WKH�&(7� DQG� UHGXFH� WKH
JURXS�RI�FRXQWULHV�WR�ZKLFK�LW�DSSOLHV�

7KH�7UDGH�5HIRUP�3URJUDP

$V�PHQWLRQHG�EHIRUH��RYHU�WKH�ODVW�IHZ�\HDUV�VRPH�PHPEHUV�RI�WKH�&$5,&20�KDYH�LPSOHPHQWHG
WUDGH� SROLF\� UHIRUPV� DV� SDUW� RI� WKHLU� VWUXFWXUDO� DGMXVWPHQW� SURJUDPV�� 'U�� +LODLUH� DSSOLHV� WKH
PHWKRGRORJ\� RI� LGHQWLI\LQJ� WUDGH� OLEHUDOL]DWLRQ� HSLVRGHV�� DQG� GHULYHV� LPSRUWDQW� LQVLJKWV� RQ
FRPSDULVRQV� RI� GLUHFWLRQ�� VHTXHQFLQJ�� VSHHG� RI� UHIRUPV� DQG� WKH� LVVXH� RI� SROLF\� UHYHUVDOV� LQ� WKH
&DULEEHDQ��+LODLUH�>����@���7KH�DQDO\VLV�FRYHUV�WKH�����������SHULRG�DQG�FRQWDLQ���SKDVHV�GHILQHG
DV���

��3KDVH�,��:LGHVSUHDG�TXDQWLWDWLYH�UHVWULFWLRQV��45V���KLJK�WDULIIV��H[FKDQJH�FRQWUROV�RQ�FXUUHQW�DQG
FDSLWDO�DFFRXQW�DQG�IL[HG�H[FKDQJH�UDWHV�

��3KDVH�,,��5HGXFHG�45V��KLJK�WDULIIV��LPSRUW�VXUFKDUJHV��H[FKDQJH�FRQWUROV�RQ�FXUUHQW�DQG�FDSLWDO
DFFRXQWV�DQG�IL[HG�H[FKDQJH�UDWHV�

��3KDVH� ,,,��45V�PDLQO\�RQ�DJULFXOWXUH�� ORZHU� WDULIIV�� ORZHU� LPSRUW� VXUFKDUJHV�� H[FKDQJH�FRQWUROV
PDLQO\�RQ�FDSLWDO�DFFRXQWV��IL[HG�H[FKDQJH�UDWHV�

��3KDVH� ,9��45V�PDLQO\�RQ�DJULFXOWXUH�� ORZHU� WDULIIV�� ORZHU� LPSRUW� VXUFKDUJHV��H[FKDQJH�FRQWUROV
PDLQO\�RQ�FDSLWDO�DFFRXQWV��IOH[LEOH�H[FKDQJH�UDWHV�

��3KDVH�9��0LQLPDO�45V��ORZ�WDULIIV��QR�H[FKDQJH�FRQWUROV��IOH[LEOH�H[FKDQJH�UDWHV�

                    
��)RU�H[SODQDWLRQ�RI�WKH�PHWKRGRORJ\�XVHG�WR�GHILQH�WUDGH�OLEHUDOL]DWLRQ��VHH��3DSDJHRUJLRXV��0LFKDHO\�DQG�&KRNVL
�������



7$%/(�,,,
3KDVHV�RI�([FKDQJH�&RQWURO�5HJLPHV
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*UHQDGD
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'HILQLWLRQ�RI�3KDVHV�RI�([FKDQJH�&RQWUROV���6HH�7H[W�
6RXUFH��$OYLQ�'�/��+LODLUH�

7KH�ILQGLQJV�VKRZQ�LQ�7DEOH�,,,�DUH�WKH�IROORZLQJ�

���'XULQJ�WKH�����V�� IROORZLQJ� WKH� LPSRUW�VXEVWLWXWLRQ�VWUDWHJ\��DOO�&$5,&20�PHPEHU�FRXQWULHV
UHOLHG� KHDYLO\� RQ� TXDQWLWDWLYH� LPSRUW� UHVWULFWLRQV�� SDUWLFXODUO\� IRU� WKRVH� FRXQWULHV� ZLWK� UHODWLYHO\
ODUJHU�GRPHVWLF�PDQXIDFWXULQJ�VHFWRUV�

���0RVW�FRXQWULHV�HQWHUHG�3KDVH�,,�GXULQJ�WKH�HDUO\�����V��7ULQLGDG�DQG�7REDJR
V�HQWUDQFH�ZDV�DW�WKH
HQG�RI�WKH�����V��5HGXFWLRQ�RI�45V�IRU�7ULQLGDG�DQG�7REDJR��-DPDLFD�DQG�*X\DQD�ZHUH�IRUPDOL]HG
XQGHU�FRQGLWLRQDOLWLHV�RI�,0)�:RUOG�%DQN�DGMXVWPHQW�SURJUDPV�

��� *X\DQD� DQG� -DPDLFD� PRYHG� SURJUHVVLYHO\� WKURXJK� DOO� ILYH� VWDJHV�� VWDJHV� ,,�� ,,,� DQG� ,9� ZHUH
FRQFHQWUDWHG�LQ�WKH�ODWH���V�DQG�HDUO\���V��7KHLU�WUDQVLWLRQ�EHWZHHQ�SKDVHV�,,,��,9�DQG�9�ZDV�PDUNHG
E\� UDSLG� FXUUHQF\� GHSUHFLDWLRQV� DV� WKH\� H[SHULPHQWHG� ZLWK� GLIIHUHQW� H[FKDQJH� UDWH� V\VWHPV
�PXOWLSOH��FUDZOLQJ�SHJ��DXFWLRQV��

���7ULQLGDG�DQG�7REDJR�VNLSSHG�SKDVH�,9�DQG�PRYHG�LQWR�9��DEDQGRQLQJ�FRQWUROV�RQ�ERWK�FXUUHQW
DQG�FDSLWDO�DFFRXQW�WUDQVDFWLRQV�LQ�VZLWFKLQJ�IURP�D�IL[HG�WR�D�IOH[LEOH�H[FKDQJH�UDWH�V\VWHP�

���7KH�2(&6�FRXQWULHV��%DUEDGRV�DQG� WKH�%DKDPDV�KDYH� UHDFKHG�SKDVH� ,,,��EXW�GR�QRW�DSSHDU� WR
ZLVK�WR�UHDFK�SKDVH�,9�DQG�9�

���,Q�QRQH�RI�WKH�&DULEEHDQ�FDVHV�ZDV�WKHUH�D�SROLF\�UHYHUVDO�LQ�WKH�VHQVH�RI�UHYHUVLRQ�WR�DQ�HDUOLHU
VWDJH�RI�OLEHUDOL]DWLRQ�

7KH�5ROH�RI�WKH�([FKDQJH�5DWH�5HJLPH�LQ�WKH�7UDGH�5HJLPH

8QWLO� WKH� ����V�� SULFH� VWDELOLW\� LQ� DOO� &$5,&20� PHPEHU� FRXQWULHV� ZDV� SUHVHUYHG� E\� D� IL[HG
H[FKDQJH�UDWH�UHJLPH�SHJJHG�ILUVW�WR�WKH�%ULWLVK�3RXQG�DQG�ODWHU�WR�WKH�8�6��GROODU��,Q�IDFW��WKH�LGHD



RI� D� &XUUHQF\� %RDUG� XVHG� LQ� WKH� FRQYHUWLELOLW\� ODZ� RI� $UJHQWLQD� ZDV� ILUVW� LQWURGXFHG� LQ� WKH
&DULEEHDQ�FRORQLHV�E\�*UHDW�%ULWDLQ��6XFK�SULFH�VWDELOLW\�ZDV�VKDWWHUHG�E\�WKH�RLO�SULFH�VKRFNV�RI�WKH
����¶V�DQG�HDUO\�����¶V�ZKLFK�FRPSHOOHG� WKH�FRXQWULHV��SDUWLFXODUO\� WKH� ODUJHU�RQHV�� WR�XQGHUWDNH
VWUXFWXUDO�HFRQRPLF�UHIRUPV�

7KH�:RUOG�%DQN��ZKLFK�OHG�DQG�SURPRWHG�WKH�SURFHVV�RI�WUDGH�UHIRUPV�LQ�WKH�:HVWHUQ�+HPLVSKHUH�
WRRN�WKH�YLHZ�WKDW�H[SRUW�GLYHUVLILFDWLRQ�ZDV�D�IXQGDPHQWDO�FRPSRQHQW�RI�D�QHZ�RXWZDUG�RULHQWHG
JURZWK�VWUDWHJ\��0RUHRYHU��VXFK�H[SRUW�GLYHUVLILFDWLRQ�ZRXOG�RQO\�WDNH�SODFH�LI�D�PRUH�FRPSHWLWLYH
H[FKDQJH� UDWH� V\VWHP�ZDV�DGRSWHG��)ROORZLQJ� WKH� ODWWHU�DSSURDFK�� -DPDLFD��*X\DQD�DQG�7ULQLGDG
DQG�7REDJR��DV�SDUW�RI� WKHLU�SURJUDPV�RI� VWUXFWXUDO� UHIRUPV��KDYH�DGRSWHG� IOH[LEOH�H[FKDQJH� UDWH
UHJLPHV�� $W� WKLV� SRLQW�� WKH� HFRQRPLF� DXWKRULWLHV� LQ� WKRVH� FRXQWULHV� KDYH� JLYHQ� QR� LQGLFDWLRQ� RI
UHWXUQLQJ� WR� D� IL[HG� V\VWHP� LQ� WKH� LPPHGLDWH� IXWXUH�� 7KH� UHPDLQLQJ� HOHYHQ� &$5,&20�PHPEHU
FRXQWULHV��L�H���WKH�VHYHQ�2(&6�FRXQWULHV�SOXV�%DUEDGRV��%DKDPDV��%HOL]H�DQG�6XULQDPH��KDYH�NHSW
D�IL[HG�H[FKDQJH�UDWH�V\VWHP�DQG�JLYH�QR�LQGLFDWLRQ�RI�VZLWFKLQJ�WR�D�IOH[LEOH�RQH��2QH�LPSRUWDQW
FRQVHTXHQFH�RI�WKH�WZR�H[FKDQJH�UDWH�UHJLPHV�LV�WKDW�VXFK�VWDWXV�TXR�PDNHV�LW�DOPRVW�LPSRVVLEOH�WR
DFKLHYH�D�PRQHWDU\�XQLRQ�DV�RULJLQDOO\�HQYLVLRQHG�E\�&$5,&20�

7KH� GLOHPPD� SUHVHQWHG� E\� WKH� DGRSWLRQ� RI� D� IOH[LEOH� H[FKDQJH� UDWH� UHJLPH� LQ� WKH� &DULEEHDQ� LV
SUHVHQWHG�E\�+DYHORFN�5��%UHZVWHU�

�7KH�H[WUHPH�VWUXFWXUDO�GLFKRWRP\�RI�PRVW�&DULEEHDQ�FRXQWULHV�SRVHV�D�YLUWXDOO\�LQVROXEOH
SUREOHP�IRU�H[FKDQJH�UDWH�SROLFLHV��2Q�WKH�RQH�KDQG��WKH�EXON�RI�H[SRUWV��WUDGLWLRQDO�WURSLFDO
DJULFXOWXUDO�DQG�PLQHUDO�SURGXFWV�RI�KLJK�UHWDLQHG�YDOXH�DGGHG�� IDFHV�D�PRUH�RU� OHVV� IL[HG
GHPDQG��ZLWK� SULFHV� H[WHUQDOO\� GHWHUPLQHG� DQG� TXRWHG� LQ� IRUHLJQ� FXUUHQF\�� 2Q� WKH� RWKHU
KDQG��WKH�SURGXFWLRQ�RI�PDQXIDFWXUHG�JRRGV�IRU�H[SRUWV�LV�DV�\HW�PLQXWH��KLJKO\�GHSHQGHQW
RQ� LPSRUWV�� DQ� WKXV� FRPSRVHG� RI� D� YHU\� VPDOO� UHWDLQHG� YDOXH� DGGHG�� $V� IRU� &DULEEHDQ
WRXULVP��JLYHQ�LWV�SDUWLFXODU�FKDUDFWHULVWLFV��LPSRUW�FRQWHQW��DQG�ODFN�RI�FRQFOXVLYH�HYLGHQFH
RI�VHQVLWLYH�UHODWLYH�SULFH�GHPDQG�HODVWLFLWLHV��GHYDOXDWLRQ�FDQQRW�EH�YLHZHG�DV�QHFHVVDULO\
SURGXFLQJ� QHW� EHQHILFLDO� UHVXOWV�� �$� FRPSDULVRQ� RI� WKH� H[SHULHQFH� RI� -DPDLFD�� %DUEDGRV�
$QWLJXD��DQG�WKH�%DKDPDV�LQ�WKH���������KDUGO\�VXSSRUWV�WKH�FDVH�IRU�GHYDOXDWLRQ��

2Q� WRS� RI� WKLV�� WKHVH� VPDOO� VRFLHWLHV� RI� VXFK� SDWFK\� HFRQRPLF� VWUXFWXUH� LW� ZRXOG� SURYH
H[WUHPHO\�GLIILFXOW� WR� OLPLW� WKH� WUDQVPLVVLRQ� RI� GHYDOXDWLRQ� WR� GRPHVWLF� SULFHV�� WR� WKH� IXOO
H[WHQW��LI�QRW�PRUH��7KHUH�LV�D�FOHDU�GDQJHU�WKHUHIRUH�RI�KDYLQJ�WKH�ZRUVW�RI�DOO�ZRUOGV��YHU\
KLJK�VRFLDO�FRVWV�ZLWK� OLWWOH�SRVLWLYH� LPSDFW�RQ�H[SRUW�HDUQLQJ� �%RXUQH�HW�DO�� >����@��� ,W� LV
UHFRJQL]HG� WKDW� GHYDOXDWLRQ� HQWDLOV� WUDQVLWLRQDO� FRVWV�� +RZHYHU�� WKH� VWUXFWXUDO� GLFKRWRP\
UHIHUUHG�WR�DERYH�LV�H[WUHPH�LQ�WKH�&DULEEHDQ��)RU�H[DPSOH��LQ�-DPDLFD�WKH�PRVW�VWUXFWXUDOO\
GHYHORSHG�RI�WKH�FRPPXQLW\�FRXQWULHV��H[SRUWV�RI�PDQXIDFWXUHG�JRRGV�DUH�DERXW���SHUFHQW
RI� WKH� WRWDO� YDOXH� RI� H[SRUWV� ZKHQ� H[SUHVVHG� LQ� QHW� WHUPV�� 7KLV� IHDWXUH� RI� WKH� HFRQRP\�
WRJHWKHU� ZLWK� WKH� OLPLWHG� PHDQV� DYDLODEOH� IRU� PLWLJDWLQJ� VRFLDO� FRVWV�� VXJJHVWV� WKDW� WKH
WUDQVLWLRQDO�SHULRG�ZRXOG�EH�ERWK�YHU\�ORQJ�DQG�YHU\�SDLQIXO��HYHQ�LI�GHYDOXDWLRQ�XOWLPDWHO\
ZHUH�EHQHILFLDO��

7KHUHIRUH�� JLYHQ� WKHRUHWLFDO� DQG� HPSLULFDO� DUJXPHQWV� DJDLQVW� WKH� XVH� RI� D� IOH[LEOH� H[FKDQJH� UDWH
UHJLPH��WKH�OLWPXV�WHVW�IRU�-DPDLFD��7ULQLGDG�DQG�7REDJR�DQG�*X\DQD�LV�ZKHWKHU�WKH�QHZ�H[FKDQJH
UDWH� UHJLPH� FDQ�� �D�� SURPRWH� H[SRUW� GLYHUVLILFDWLRQ� LQ� WKH� PHGLXP� WHUP�� DQG� �E�� HQKDQFH



FRPSHWLWLYHQHVV�RI�PDQXIDFWXUH�H[SRUWV�WR�WKH�UHVW�RI�WKH�ZRUOG�DQG�WKXV��UHYHDO
�WKHLU�FRPSDUDWLYH
DGYDQWDJH�� 8QIRUWXQDWHO\�� DW� WKLV� SRLQW� WKHUH� LV� QR� DQDO\WLFDO� ZRUN� GRQH� LQ� RUGHU� WR� WHVW� ERWK
K\SRWKHVLV��7KH�HYLGHQFH�LQ�WKLV�DUHD�LV�WKH�IROORZLQJ�VR�IDU�

)LUVW��WKH�WKUHH�FRXQWULHV�KDYH�SUHVHQWHG�D�IDLUO\�FRPSHWLWLYH�H[FKDQJH�UDWH�DPRQJ�WKHPVHOYHV�DQG
YLV� D� YLV� WKRVH� RI� WKHLU� WUDGLQJ� SDUWQHUV� LQ� WKH�$&6�� L�H���&RORPELD��9HQH]XHOD� DQG�0H[LFR� �6HH
7DEOH�,9��

7$%/(�,9
5HDO�(IIHFWLYH�([FKDQJH�5DWHV
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6HOHFWHG
&$5,&20
%DUEDGRV
*X\DQD
-DPDLFD
7ULQLGDG�	�7REDJR
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S��WKLUG�TXDUWHU
1RWH��$Q�LQFUHDVH�LQGLFDWHV�DQ�DSSUHFLDWLRQ�RI�WKH�ORFDO�FXUUHQF\�YLV�D�YLV�WKDW�RI�LWV�WUDGLQJ�SDUWQHUV�
6RXUFH��,17�,7'�EDVHG�RQ�GDWD�IURP�WKH�,0)�

6HFRQG��LI�-DPDLFD�LV�WDNHQ�DV�D�FDVH�LQ�SRLQW�IRU�GHYDOXDWLRQ�DQG�WUDGH�UHIRUPV��WKH�UHVXOWV�DUH
TXLWH�GLVDSSRLQWLQJ��-DPDLFD�KDV�KDG�VXEVWDQWLDO� WUDGH�GHILFLWV� LQ�WKH�ODVW� WHQ�\HDUV�ZKLFK�KDYH
DFFHOHUDWHG� LQ� WKH� ODVW� WZR�� ,Q� ������ IRU� H[DPSOH�� WKH� WUDGH� GHILFLW� VRDUHG� WR� 86����� ELOOLRQ
�DSSUR[LPDWHO\����SHUFHQW�RI�*'3���3HUVLVWHQW�WUDGH�GHILFLWV��QRW�RIIVHW�E\�LQYHVWPHQW�LQIORZV�
KDYH� ZHDNHQHG� WKH� H[FKDQJH� UDWH� DQG� WKH� &HQWUDO� %DQN� KDV� QRW� EHHQ� DEOH� WR� EULQJ� LW� XQGHU
FRQWURO��7KH�JRYHUQPHQW�KRSHV�WR�VWDELOL]H�WKH�H[FKDQJH�UDWH�WKURXJK�D�QHZ��LQGXVWULDO�SROLF\�
DLPHG�DW�DWWUDFWLQJ�GLUHFW�IRUHLJQ�LQYHVWPHQWV�RI�DURXQG�86�����ELOOLRQ�LQ����������6LQFH�RQO\
86����� PLOOLRQ� LQ� IRUHLJQ� LQIORZV� ZHUH� UHFRUGHG� LQ� ������ PDQ\� FRQVLGHU� WKH� JRYHUQPHQW
ILJXUHV�KLJKO\�XQUHDOLVWLF�

7KLUG��FRQWUDVWLQJ�ZLWK�-DPDLFD��7ULQLGDG�DQG�7REDJR�KDV�KDG�JRRG� WUDGH�SHUIRUPDQFH�ZKLFK
SHU� VH� LV�QRW�XQH[SHFWHG�� ,Q� IDFW��EHFDXVH�RI�SHWUROHXP�DQG�QDWXUDO� JDV� H[SRUWV��7ULQLGDG�DQG
7REDJR� LV� WKH� RQO\� &$5,&20� FRXQWU\� WR� SRVW� D� WUDGH� VXUSOXV�� 1RQHWKHOHVV�� WKHUH� LV� VRPH
LQGLFDWLRQ� WKDW� PDQXIDFWXUHG� JRRGV� DUH� H[SHULHQFLQJ� JRRG� SHUIRUPDQFH�� SDUWLFXODUO\� ZLWKLQ
&$5,&20�PDUNHWV�� 7KH� XQLODWHUDO� LPSRVLWLRQ� RI� LPSRUW� TXRWDV� DQG� GXWLHV� RQ� D� QXPEHU� RI
7ULQLGDG�DQG�7REDJR�JRRGV��H�J���SDVWD�DQG�GDLU\�SURGXFWV��K\GURJHQDWH�RLO��FLJDUHWWHV�DQG�WRLOHW
SDSHU� E\� %DUEDGRV� DQG� HOHFWULFDO� VRFNHWV� E\� -DPDLFD�� VLJQDOV� SHQHWUDWLRQ� LQWR� &$5,&20
V
PDUNHWV�E\�7ULQLGDG
V�PDQXIDFWXUHG�H[SRUWV�



$W� WKH� KHDUW� RI� WKH� WUDGH� GLVSXWH� LV� WKH� JUHDWHU� FRPSHWLWLYHQHVV� RI� 7ULQLGDG� DQG� 7REDJR
V
PDQXIDFWXUHUV�LQ�WKH�&$5,&20�UHJLRQ��7KH�FRXQWU\
V�WUDGH�OLEHUDOL]DWLRQ�SURJUDP�KDV�RSHQHG
WKH�HFRQRP\�WR�FRPSHWLWLRQ�DQG�GRPHVWLF�SURGXFHUV�KDYH�UHVSRQGHG�E\�UH�WRROLQJ�DQG�FRVW�FXW
PHDVXUHV� LQ� RUGHU� WR� EHFRPH� PRUH� HIILFLHQW�� $V� D� UHVXOW�� 7ULQLGDG� DQG� 7REDJR� LV� WKH� ILUVW
&$5,&20�PHPEHU�FRXQWU\�WR�EUHDN�LQWR�/DWLQ�$PHULFDQ�PDUNHWV��7KXV��UHIRUPV�LQ�WKH�DUHD�RI
WUDGH� FRPELQHG� ZLWK� D� FRPSHWLWLYH� H[FKDQJH� UDWH� DUH� KHOSLQJ� WKH� FRXQWU\� WR� EHFRPH� PRUH
FRPSHWLWLYH�LQ�SURGXFWV�RWKHU�WKDQ�RLO�DQG�QDWXUDO�JDV�



6(&7,21�,9� 7+(�287/22.�)25�7+(�352&(66�2)�,17(*5$7,21

7KH�FRQFOXVLRQ�UHDFKHG�LQ�WKLV�SDSHU�LV�VLPLODU�WR�WKH�RQHV�DWWDLQHG�E\�RWKHU�VFKRODUV�DQG�SROLF\�
PDNHUV��L�H���WKH�LQWHJUDWLRQ�SURFHVV�SXUVXHG�E\�&$5,&20�KDV�UHDFKHG�LWV�OLPLWV��LQFOXGLQJ�WKH
DWWHPSW�WR��ZLGHQ��WKH�SURFHVV�YLD�WKH�FUHDWLRQ�RI�WKH�$&6���,W�LV�QRW�FOHDU��KRZHYHU��ZKLFK�QHZ
SDUDGLJP�ZLOO�HYHQWXDOO\�HPHUJH�IURP�WKH�ROG�LQWHJUDWLRQ�VFKHPH��7KH�RQO\�FRQVHQVXV�LV�WKDW�D
QHZ�DSSURDFK�WRZDUGV�LQWHJUDWLRQ�LV�UHTXLUHG�

�7R�EH�HIIHFWLYH��DQ\�QHZ� LQWHJUDWLRQ�SDUDGLJP� IRU� WKH�&DULEEHDQ�PXVW� JR�EH\RQG�PDWWHUV�RI
WUDGH�DQG�UHVSRQG�WR�WKH�LQWHUQDWLRQDO�VLWXDWLRQ��7KLV�SDUDGLJP�VKRXOG�OLQN�SURGXFWLYH�VWUXFWXUHV�
SURPRWH�LQWHUDFWLRQ�EHWZHHQ�WKH�SULYDWH�VHFWRUV�RI�GLIIHUHQW�FRXQWULHV��DQG�FUHDWH�WHFKQRORJLFDO
DGYDQFHV� WKDW� ZLOO� UHGXFH� WKH� FRVW� RI� GRLQJ� EXVLQHVV�� LQFUHDVH� LQVWLWXWLRQDO� IOH[LELOLW\�� DQG
SURPRWH� VRFLDO� FDSLWDO� DPRQJ� WKH� SHRSOHV� RI� WKH� UHJLRQ�� 7KH� DOWHUQDWLYH� LV� IXUWKHU� HFRQRPLF
PDUJLQDOL]DWLRQ�DQG�SROLWLFDO�SHULSKHUDOL]DWLRQ��%XW�ZKDW� WKH�VSHFLILF� WDUJHWV�DQG�PHWKRGV�ZLOO
EH�� DQG� KRZ� GHYHORSPHQW� ZLOO� EH� VHFXUHG� E\� QHZ� LQWHJUDWLRQ� SDUDGLJPV�� UHPDLQ� XQFHUWDLQ�
�'RRNHUDQ�>����@��S����

7KXV��HYHQ�WKRXJK�WKHUH�LV�QR�FOHDU�GHILQLWLRQ�RI�WKH�IXWXUH�IRUP�WKDW�WKH�LQWHJUDWLRQ�PRYHPHQW
ZLOO�WDNH�LQ�WKH�DUHD��RQH�SRLQW�LV�YHU\�FOHDU��WKH�FRPSHWLWLYH�LQVHUWLRQ�RI�WKHVH�HFRQRPLHV�LQWR
WKH�JOREDO�HFRQRP\�ZLOO�EH�OLQNHG�WR�WKH�LPSOHPHQWDWLRQ�RI�HFRQRPLF�UHIRUPV��,Q�WKLV�UHVSHFW��D
UHFHQW� SDSHU� EULQJV� LQWR� IRFXV� VRPH� SRLQWV� IRU� GLVFXVVLRQ�� 8VLQJ� WKH� HFRQRPLF� GHYHORSPHQW
SDUDGLJP�RI�WKH�VXFFHVVIXO�(DVW�$VLDQ�HFRQRPLHV��H�J���6LQJDSRUH��+RQJ�.RQJ��.RUHD��7DLZDQ�
0DOD\VLD�DQG�,QGRQHVLD���0V��1DQF\�%LUGVDOO�LGHQWLILHV�WKUHH�PLVVLQJ�LQJUHGLHQWV�LQ�WKH�SURFHVV
RI� HFRQRPLF� GHYHORSPHQW� LQ� WKH� &DULEEHDQ� UHJLRQ�� (GXFDWLRQ�� (QDEOLQJ� *RYHUQPHQW� DQG
([SRUWV��,Q�WKH�FDVH�RI�HGXFDWLRQ�� WKH�DUJXPHQW�LV� WKDW�HYHQ� WKRXJK� WKLV�KDV�EHHQ�D�VXFFHVVIXO
DUHD�RI�DFFRPSOLVKPHQW�LQ�WKH�SDVW��FXUUHQW�SXEOLF�H[SHQGLWXUHV�KDYH�GHFUHDVHG��DQG�WKH�TXDOLW\
RI� HGXFDWLRQ� KDV� GHFOLQHG�� ,Q� WKH� FDVH� RI� HQDEOLQJ� JRYHUQPHQW�� WKH� DUJXPHQW� LV� WKDW� �WKH
FKDOOHQJH�LV�WKH�QHHG�WR�EXLOG�D�QHZ�FRQVHQVXV�DURXQG�WKH�LGHD�RI�JRYHUQPHQW��QRW�DV�WKH�HQJLQH
RI�JURZWK��RU�DV�WKH�FDUHWDNHU�RI�WKH�SRSXODWLRQ��EXW�DV�WKH�HQDEOHU�DQG�FDWDO\VW�IRU� WKH�SULYDWH
VHFWRU�WR�RSHUDWH�HIIHFWLYHO\�LQ�HYHU\�UHVSHFW��:H�PD\�FDOO�WKLV�WKH�GHHSHQLQJ�RI�WKH�UHIRUP�RI�WKH
VWDWH��%LUGVDOO�>����@��S��������)URP�WKLV�GLDJQRVLV�D�VHULHV�RI�PHDVXUHV�DUH�UHFRPPHQGHG�VXFK
DV�SULYDWL]DWLRQ��GHUHJXODWLRQ�DQG�EXLOGLQJ�D�OHDQ�DQG�VWURQJ�JRYHUQPHQW�

,Q� WKH� FDVH� RI� H[SRUWV�� WKH� FRQFOXVLRQV� DQG� SROLF\� UHFRPPHQGDWLRQV� FRLQFLGH� ZLWK� SUHYLRXV
VWXGLHV�XQGHUWDNHQ�LQ�WKH�UHJLRQ��1DPHO\��LW�LV�FULWLFDO�IRU�WKH�&DULEEHDQ�FRXQWULHV�WR�UHO\�OHVV�RQ
FRPPRGLW\� EDVHG� H[SRUWV� DQG� PRUH� RQ� SURGXFWV�VHUYLFHV� WKDW� HQKDQFH� WKHLU� FRPSDUDWLYH
DGYDQWDJH�DQG�LQFUHDVH�YDOXH�DGGHG��,Q�WKLV�UHVSHFW��WKH�VXFFHVVIXO�&KLOHDQ�H[SHULHQFH�RI�WUDGH
GLYHUVLILFDWLRQ�KDV�VKRZQ�LPSRUWDQW�OHVVRQV�IRU�WKH�&DULEEHDQ�DQG�/DWLQ�$PHULFDQ�HFRQRPLHV�
ILUVW�� WKH� DVVXPSWLRQ� WKDW� D� VPDOO� /DWLQ� $PHULFDQ�&DULEEHDQ� HFRQRP\� FDQQRW� FRPSHWH� LQ
LQWHUQDWLRQDO�PDUNHWV�LV�QRW�YDOLG�DQ\�ORQJHU��VHFRQG��D�VPDOO�HFRQRP\�FDQ�EH�ELJ�DQG�GRPLQDWH
VSHFLILF� QLFKH�PDUNHWV�� DQG� WKLUG�� ODERU� UHVRXUFHV� LQ� WKH� UHJLRQ� FDQ� FRPSHWH� HIIHFWLYHO\�ZLWK
RWKHU�DUHDV�LQ�WKH�ZRUOG�

0RUHRYHU��LQ�WKH�FDVH�RI�WKH�&DULEEHDQ�HFRQRPLHV��WKH�TXHVWLRQ�LV�ZKHWKHU�WKH�FXUUHQW�HFRQRPLF
SDUDGLJP�ZLOO�DFFRPSOLVK�WKH�WUDGH�GLYHUVLILFDWLRQ�WKDW�WKH�ROG��LPSRUW�VXEVWLWXWLRQ�PRGHO�FRXOG
QRW��,Q�WKLV�UHVSHFW��WKH�EDVLF�DUJXPHQW�LV�WKDW�WKH�QHZ�HFRQRPLF�SROLF\�RULHQWDWLRQ�LV�H[SHFWHG�WR



VHW� WKH� IRXQGDWLRQ� IRU� IXWXUH�� VXVWDLQDEOH� HFRQRPLF� JURZWK� DV� LW� GLG� LQ� WKH� FDVH� RI� &KLOH�
7KHUHIRUH��,�ZRXOG�VXJJHVW� � �EDVHG�RQ�WKH�&KLOHDQ�H[SHULHQFH�RI� WUDGH�GLYHUVLILFDWLRQ��WKDW� WKH
DELOLW\�RI�WKH�&DULEEHDQ�HFRQRPLHV�LQ�DWWUDFWLQJ�IRUHLJQ�LQYHVWPHQW�WKDW�EULQJV�ZLWK�LW�H[SHUWLVH
DQG� WHFKQRORJ\� LV� WKH� NH\� IDFWRU� WKDW� ZLOO� VLJQDO� D� FKDQJH� LQ� WKH� HFRQRPLF� GHYHORSPHQW
SDUDGLJP�

6LQFH��7ULQLGDG�DQG�7REDJR�DSSHDUV�WR�EH�WKH��VXFFHVV�VWRU\���LWV�SHUIRUPDQFH�ZLOO�EH�ZDWFKHG
FORVHO\� E\� RWKHU� FRXQWULHV� LQ� WKH� UHJLRQ�ZDLWLQJ� WR� LPSOHPHQW� RU� GHHSHQ� WKHLU� RZQ� HFRQRPLF
UHIRUP�SURJUDPV��)RU�H[DPSOH��D�IRXUWK�FRQVHFXWLYH�\HDU�RI�UHDO�JURZWK�LV�LQ�SURVSHFWV�IRU�����
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