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-RKQ�3DJH�KDV�KDG�D�ORQJ�DQG�GLVWLQJXLVKHG�FDUHHU�ZLWK�WKH�:RUOG�%DQN��+LV�SURIHVVLRQDO�H[SHULHQFH��LQ�ERWK�UHVHDUFK�DQG�SUDFWLFH��VSDQV�WKH�JOREH�DQG�LQFOXGHV�\HDUV�RI�ZRUNLQJ�LQ�VRPH�RI�WKH�ZRUOG¶V�PRVW�FRPSOH[�UHJLRQV��PRVW�QRWDEO\�(DVW�$VLD��/DWLQ�$PHULFD��DQG�WKH�0LGGOH�(DVW��3ULRU�WR�KLV�FXUUHQW�SRVLWLRQ��3DJH�ZDV�6HQLRU�(FRQRPLF�$GYLVRU�LQ�WKH�:RUOG�%DQN¶V�3ROLF\�5HVHDUFK�'HSD UWPHQW��3UHYLRXVO\�KH�ZDV�'LYLVLRQ�&KLHI�RI�2SHUDWLRQV�IRU�/DWLQ�$PHULFD�DQG�WKH�&DULEEHDQ��3DJH¶V�ZRUN�LQ�LQGXVWULDO�HFRQRPLFV�FRYHUV�PDQ\�FRXQWULHV��LQFOXGLQJ�(J\SW� �� $V�DQ�DXWKRULW\�RQ�LQGXVWULDO�HFRQRPLFV��SURGXFWLYLW\�DQG�WHFKQRORJLFDO�SURJUHVV�LQ�GHY HORSLQJ�FRXQWULHV��3DJH�KDV�ZULWWHQ�DQG�OHFWXUHG�H[WHQVLYHO\��+H�LV�WKH�SULQFLSDO�DXWKRU�RI�WKH�ZLGHO\ �UHDG�ERRN�7KH�(DVW�$VLDQ�0LUDFOH��*URZWK�DQG�3XEOLF�3ROLF\��ZKLFK�ZDV�SXEOLVKHG�LQ�������DQG�3HDFH�DQG�WKH�-RUGDQLDQ�(FRQRP\��SXEOLVKHG�LQ������%HIRUH�MRLQLQJ�WKH�:RUOG�%DQN��3DJH�ZDV�RQ�WKH�IDFXOW\�RI�3ULQFHWRQ�8QLYHUVLW\��+H�DOVR�WDXJKW�DW�6WDQIRUG�8QLYHUVLW\��DQG�ZDV�YLVLWLQJ�SURIHVVRU�DW�-RKQV�+RSNLQV�DQG�*HRUJHWRZQ�XQLYHUVLWLHV��3DJH�ZDV�HGXFDWHG�DW�6WDQIRUG�DQG�ODWHU�REWDLQHG�KLV�GRFWRUDWH�IURP�2[I RUG�8QLYHUVLW\���
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(DVW�$VLD�KDV�D�UHPDUNDEOH�UHFRUG�RI�KLJK�DQG�VXVWDLQHG�HFRQRPLF�JURZWK��)URP������WR������LWV����HFRQRPLHV�JUHZ�IDVWHU�WKDQ�DOO�RWKHU�UHJLRQV��0RVW�RI�WKLV�DFKLHYHPHQW�LV�DWWULEXWDEOH�WR�VHHPLQJO\�PLUDFXORXV�JURZWK�LQ�MXVW�HLJKW�KLJK�SHUIRUPLQJ�$VLDQ�HFRQRPLHV��+3$(V�²-DSDQ��WKH��IRXU�WLJHUV���+RQJ�.RQJ��5HSXEOLF�RI�.RUHD��6LQJDSRUH��DQG�7DLZDQ��&KLQD���DQG�WKH�WKUHH�QHZO\�LQGXVWULDOL]LQJ�HFRQRPLHV��1,(V��RI�6RXWKHDVW�$VLD��,QGRQHVLD��0DOD\VLD��DQG�7KDLODQG� � �)LJXUH������ 'XULQJ�WKH�VDPH�SHULRG��WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD��0(1$��ZHQW�IURP�ERRP�WR�EXVW��%HWZHHQ������DQG�������LWV�JURZWK�RI�SHU�FDSLWD�LQFRPH�ZDV�VHFRQG�RQO\�WR�WKH�(DVW�$VLDQ�VXS HUVWDUV��)URP������WR�WKH�SUHVHQW��WKH�UHJLRQ
V�HFRQRPLF�FRQWUDFWLRQ�KDV�EHHQ�ODUJHU�WKDQ�WKDW�RI�DQ\�RWKHU�DUHD�H[FHSW�$IULFD��,QGLYLGXDO�FRXQWULHV�LQ�WKH�UHJLRQ�EURDGO\�PLUURU�WKH�UHJLRQ
V�DJJUHJDWH�SHUIRUPDQFH��)LJXUH�����7XQLVLD�DQG�0RURFFR�PDQDJHG�WR�PDLQWDLQ�PRGHVW�SRVLWLYH�SHU�FDSLWD�LQFRPH�JURZWK�RYHU�WKH�SDVW�GHFDGH��(J\SW��ZKLFK�JUHZ�DW�(DVW�$VLDQ�UDWHV�XQWLO�������KDV�VWDJQDWHG�VLQFH��$OJHULD��-RUGDQ�DQG�,UDQ�FROODSVHG��5HFHQWO\��VLQFH�������-RUGDQ�KDV�VXFFHHGHG�LQ�UHVWRULQJ�JURZWK��$OJHULD�DQG�, UDQ�KDYH�QRW��7KH�VZLQJ�IURP�ERRP�WR�EXVW�LV�WKH�ODUJHVW�LQ�WKH�ZRUOG��1RW�VXUSULVLQJO\��WKRVH�FRQFHUQHG�ZLWK�UHVWRULQJ�JURZWK�WR�WKH�0LGGOH�(DVW�WHQG�WR�ORRN�HDVW�LQ�VHDUFK�RI�SROLF\�OHVVRQV�IURP�(DVW�$VLD¶V�VXFFHVV��7KH�(DVW�$VLDQ�HFRQRPLHV�SURYLGH�D�ZLGH�UDQJH�RI�SROLF\�IUDPHZRUNV��IURP�+RQJ�.RQJ
V�QHDUO\�FRPSOHWH�ODLVVH]�IDLUH�WR�WKH�KLJKO\�GLVFUHWLRQDU\�SROLF\�UHJLPHV�RI�-DSDQ�DQG�.RUHD��$V�D�UHVXOW��WKHUH�DUH�DOPRVW�DV�PDQ\�SROLF\�LQWHUSUHWDWLRQV�RI�(DVW�$VLD
V�VXFFHVV�DV�WKHUH�DUH�HFRQRPLVWV�REVHU YLQJ�LWV��
�� 77KKHHVVHH HHLLJJKKWW ++LLJJKK 33HHUUIIRRUUPPLLQQJJ $$VVLLDDQQ ((FFRRQQRRPPLLHHVV ��++33$$((VV�� DDUUHH WWKKHH VVXXEEMMHHFFWW RRII WWKKHH ::RRUUOOGG %%DDQQNN

VV VVWWXXGG\\ 77KKHH ((DDVVWW $$VVLLDDQQ 00LLUUDDFFOOHH��((FFRRQQRRPPLLFF **UURRZZWWKK DDQQGG 33XXEEOOLLFF 33RROOLLFF\\ RRQQ ZZKKLLFFKK WWKKLLVV HHVVVVDD\\ GGUUDDZZVV�� ,,WW DDOOVVRR GGUUDDZZVV RRQQ 33DDJJHH �������������� 77KKHH IILLQQGGLLQQJJVV�� LLQQWWHHUUSSUUHHWWDDWWLLRRQQVVDDQQGG FFRRQQFFOOXXVVLLRRQQVV HH[[SSUUHHVVVVHHGG LLQQ WWKKLLVV SSDDSSHHUU DDUUHH HHQQWWLLUUHHOO\\ WWKKRRVVHH RRII WWKKHH DDXXWWKKRRUU�� 77KKHH\\ GGRR QQRRWW UUHHSSUUHHVVHHQQWW WWKKHH YYLLHHZZVV RRII WWKKHH ::RRUUOOGG %%DDQQNN�� LLWWVV(([[HHFFXXWWLLYYHH ''LLUUHHFFWWRRUUVV�� RRUU WWKKHH FFRRXXQQWWUULLHHVV WWKKHH\\ UUHHSSUUHHVVHHQQWW��
�� 77KKHH 00LLGGGGOOHH ((DDVVWW LLVV QQRRWW DDOORRQQHH�� ((GGZZDDUUGGVV ������������ GGHHVVFFUULLEEHHVV WWKKHH LLPPSSDDFFWW RRII ((DDVVWW $$VVLLDD

VV VVXXFFFFHHVVVV RRQQ WWKKHH IIRRUUPPDDWWLLRRQQ RRII WWKKHH ��//DDWWLLQQ$$PPHHUULLFFDDQQ &&RRQQVVHHQQVVXXVV�� RRQQ DDSSSSUURRSSUULLDDWWHH GGHHYYHHOORRSSPPHHQQWW SSRROOLLFFLLHHVV��
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Latin America &
Caribbean

South Asia
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East Asia

GDP/capita growth rate,
1986-94
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1965-85

Middle East
and North Africa

Sub Saharan Africa

GDP Per Capita Growth Rate (%)

1RWH��(DVW�$VLD�LQFOXGHV�&KLQD��+RQJ�.RQJ��,QGRQHVLD��5HSXEOLF�RI�.RUHD��0DOD\VLD��WKH�3KLOLSSLQHV��6LQJDSRUH��DQG�7KDLODQG��/DWLQ�$PHULFD�LQFOXGHV�$UJHQWLQD��%ROLYLD��%UD]LO��&KLOH��&RORPELD��(FXDGRU��3DUDJXD\��3HUX��8UXJXD\��DQG�9HQH]XHOD���*'3�JURZWK�UDWHV�DUH�FDOFXODWHG�DV��>HQG�\HDU�SHU�FDSLWD�*'3���EHJLQQLQJ�\HDU�SHU�FDSLWD�*'3@��QXPEHU�RI�\HDUV � �6RXUFH��:RUOG�%DQN�GDWD�

HFRQRPLHV��$W�RQH�H[WUHPH��WKH�FRH[LVWHQFH�RI�UDSLG�JURZWK�DQG�VHOHFWLYH�LQGXVWULDO�SROLFLHV�LQ�-DSDQ��.RUHD��7DLZDQ��&KLQD��DQG�6LQJDSRUH�KDV�OHG�VRPH�WR�DUJXH�WKDW �WKHVH�HFRQRPLHV�ZHUH�XQXVXDOO\�VXFFHVVIXO�DW�FDWFKLQJ�XS�WHFKQRORJLFDOO\�ZLWK�WKH�DGYDQFHG�HFRQRPLHV��7KH\�DWWULEXWH�WKLV�VXFFHVV�WR�DFWLYLVW�JRYHUQPHQW�SROLFLHV�WR�DOWHU�LQGXVWULDO�VWUXFWXUH�DQG�SURPRWH�WHFKQRORJLFDO�OHDUQLQJ��VRPHWLPHV�DW�WKH�H[SHQVH�RI�VWDWLF�DOORFDWLYH�HIILFLHQF\���$PVGHQ��������:DGH��������6KLUDWRUL�������� �� $W�WKH�RWKHU�H[WUHPH��D�QXPEHU�RI�$PHULFDQ�HFRQRPLVWV�KDYH�DUJXHG�WKDW�IDFWRU�DFFXPXODWLRQ�LV�WKH�GRPLQDQW²LI�QRW�WKH�RQO\²VRXUFH�RI�WKH�+3$(V¶�KLJK�JURZWK�UDWHV��.UXJPDQ��������� 7KH\�DWWULEXWH�$VLD
V�VXFFHVV�WR�SROLFLHV�ZKLFK�LQFUHDVHG�SK\VLFDO�DQG�KXPDQ�FDSLWDO�SHU�ZRUNHU��DQG�GLVPLVV�DV�LUUHOHYDQW�RU�KDUPIXO�SROLFLHV�GHVLJQHG�WR�SURPRWH�WHFKQRORJLFDO�OHDUQLQJ��,Q�LWV�H[WUHPH�IRUP��WKLV�DUJXPHQW�DVVHUWV�WKDW�WKH�+3$(V�PD\�KDYH�FRPSHOOHG�WKHLU�VRFLHWLHV�WR�VDYH�DQG�LQYHVW�WRR�PXFK��VHWWLQJ�WKH�VWDJH�IRU�DQ�LQHYLWDEOH²DQG�SRVVLEO\�DEUXSW²JURZWK�VORZGRZQ��� 7KLV�HVVD\�FRPSDUHV�WKH�FKDUDFWHULVWLFV�DQG�VRXUFHV�RI�JURZWK�LQ�WKH�HLJKW�KLJK�SHUIRUPLQJ�(DVW�$VLDQ�HFRQRPLHV�DQG�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD��,W�WKHQ�H[DPLQHV�IRXU�NH\�SROLF\�OHVVRQV�IRU�WKH�0LGGOH�(DVW��GUDZQ�IURP�(DVW�$VLD
V�VXFFHVV���
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���7KH�1DWXUH�RI�WKH�0LUDFOH²5DSLG�*URZWK�ZLWK�(TXLW\�
7KH�+3$(V�DUH�D�KLJKO\�GLYHUVH�JURXS�RI�HFRQRPLHV��GLIIHULQJ�LQ�QDWXUDO�UHVRXUFHV��SRS XODWLRQ��FXOWXUH��DQG�HFRQRPLF�SROLF\��EXW�WKH\�VKDUH�WKUHH�FKDUDFWHULVWLFV�WKDW�VHW�WKHP�DSDUW�IURP�RWKHU�GHYHORSLQJ�HFRQRPLHV��)LUVW��WKHLU�UDSLG�JURZWK�LQ�LWVHOI�LV�XQXVXDO��2Q�DYHUDJH��GHYHORSLQJ�FRXQWULHV�DUH�QRW�FDWFKLQJ�XS�WR�WKH�DGYDQFHG�HFRQRPLHV� �%XW�WKH�HLJKW�KLJK�SHUIRUPLQJ�$VLDQ�HFRQRPLHV�DUH�DOO��FRQYHUJLQJ��RQ�WKH�KLJK�LQFRPH�FRXQWULHV��0RVW�0(1$�HFRQRPLHV��RQ�WKH�RWKHU�KDQG��DUH�IDOOLQJ�EHKLQG��3HU�FDSLWD�LQFRPH�JURZWK�KDV�ODJJHG�WKRVH�RI�WKH�(DVW�$VLDQ�VXSHUVWDUV�DQG�WKH�KLJK�LQFRPH�HFRQRPLHV��� 6HFRQG��WKH�+3$(V�DUH�DQ�H[FHSWLRQ�WR�UHFHQW�ZRUN�ZKLFK�VXJJHVWV�WKDW�JURZWK�UDWHV�IRU�LQGLYLGXDO�HFRQRPLHV�DUH�KLJKO\�XQVWDEOH�RYHU�WLPH��(DVWHUO\��.UHPHU��3ULWFKHWW�DQG�6XPPHUV���������7KH�IRXU�WLJHUV�SOXV�-DSDQ�UDQN�ZLWK�WKH�KDQGIXO�RI�SHUVLVWHQWO\�UDSLGO\�JURZLQJ�HFRQRPLHV��GHFDGH�DIWHU�GHFDGH�LQ�VKDUS�FRQWUDVW�WR�WKH�ERRP�WR�EXVW�F\FOH�LQ�0(1$��� )LQDOO\��WKH�+3$(V�FRPELQH�UDSLG��VXVWDLQHG�JURZWK�ZLWK�KLJKO\�HTXDO�LQFRPH�GLVWULEXWLRQV��7KH�SRVLWLYH�DVVRFLDWLRQ�EHWZHHQ�JURZWK�DQG�ORZ�LQHTXDOLW\�LQ�W KH�+3$(V��DQG�WKH�FRQWUDVW�ZLWK�RWKHU�HFRQRPLHV��LV�LOOXVWUDWHG�LQ�)LJXUH����)RUW\�ILYH�HFRQRPLHV�DUH�UDQNHG�E\�WKH�UDWLR�RI�WKH�LQFRPH�VKDUH�RI�WKH�ULFKHVW�ILIWK�RI�WKH�SRSXODWLRQ�WR�WKH�LQFRPH�VKDUH�RI�WKH�SRRUHVW�ILIWK�DQG�SHU�FDSLWD�UHDO�*'3�JURZWK�GXULQJ������������ 7KH�QRUWKZHVW�FRUQHU�RI�WKH�ILJXUH�LGHQWLILHV�HFRQRPLHV�ZLWK�KLJK�JURZWK��*'3�SHU�FDSLWD�JUHDWHU�WKDQ�����SHUFHQW��DQG�ORZ�UHODWLYH�LQHTXDOLW\��UDWLR�RI�LQFRPH�VKDUH�RI�WKH�WRS�TXLQWLOH�WR�WKDW�RI�WKH�ERWWRP�TXLQWLOH�OHVV�WKDQ������2I�WKH�QLQH�KLJK�JURZWK�ORZ�LQHTXDOLW\�HFRQRPLHV��VHYHQ�DUH�+3$(V��RQO\�0DOD\VLD��ZLWK�DQ�LQHTXDOLW\�LQGH[�DERYH�����LV�H[FOXGHG� �� +HUH��WKHUH�LV�VRPH�JRRG�QHZV�IRU�WKH�0LGGOH�(DVW��7KH�WZR�RWKHU�KLJK �JURZWK��ORZ�LQHTXDOLW\�HFRQRPLHV�LGHQWLILHG�LQ�RXU�VDPSOH�DUH�(J\SW�DQG�7XQLVLD��:KLOH�RWKHU�0(1$�HFRQRPLHV�KDYH�ORZHU�JURZWK��WKHLU�LQFRPH�GLVWULEXWLRQV�DUH�VLPLODU�WR�WKRVH�HQFRXQWHUHG�LQ�(DVW�$VLD���3RYHUW\�LQ�0(1$�LV�ORZ�FRPSDUHG�ZLWK�RWKHU�SDUWV�RI�WKH�ZRUOG���)LJXUH���� �� 5HFHQW�ZRUN��5RGULN��������%LUGVDOO�DQG�6DERW��������VXJJHVWV�WKDW�(DVW�$VLD
V�PRUH�HTXDO�LQFRPH�GLVWULEXWLRQV�PD\�KDYH�FRQWULEXWHG�WR�LWV�UDSLG�JURZWK��,I�VR��0(1$�FRXQWULHV�KDYH�D�PRUH�IDYRUDEOH�VHW�RI�VWDUWLQJ�FRQGLWLRQV�WKDQ�/DWLQ�$PHULFD�RU�6RXWK�$VLD�IRU�UHVXPSWLRQ�RI�VXVWDLQHG�JURZWK�� �
�� %%HHFFDDXXVVHH WWKKHH WWLLPPLLQQJJ DDQQGG IIUUHHTTXXHHQQFF\\ RRII RREEVVHHUUYYDDWWLLRRQQVV RRQQ LLQQFFRRPPHH GGLLVVWWUULLEEXXWWLLRRQQ YYDDUU\\ DDPPRRQQJJ FFRRXXQQWWUULLHHVV LLQQ WWKKHH VVDDPPSSOOHH�� WWKKHH UUDDWWLLRR RRII WWKKHHWWRRSS WWRR EERRWWWWRRPP TTXXLLQQWWLLOOHH LLVV WWDDNNHHQQ DDWW WWKKHH GGDDWWHH FFOORRVVHHVVWW WWRR WWKKHH PPLLGGSSRRLLQQWW��
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���'LYHUJLQJ�3DWKV²(FRQRPLF�*URZWK�LQ�WKH�/RQJ�5XQ�
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1RWH��3RRU�LV�GHILQHG�DV�DYHUDJH�VSHQGLQJ�RI�OHVV�WKDQ����D�GD\�DW������SXUFKDVLQJ�SRZHU�SDULW\� �6RXUFHV���9DQ�(HJKH�������&KHQ��'DWW��DQG�5DYDOOLRQ�������9DQ�(HJKHQ������

7KH�5HFRUG�RI�$FFXPXODWLRQ�)LJXUH���VKRZV�VDYLQJV�DQG�LQYHVWPHQW�DV�D�VKDUH�RI�*'3�IRU�W KH�PLG�����V�DQG�WKH�PLG�����V��:KLOH�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD�VWDFN�XS�UDWKHU�ZHOO�UHODWLYH�WR�RWKHU�GHYHORSLQJ�UHJLRQV��WKH �WUDQVIRUPDWLRQ�RI�VDYLQJV�DQG�LQYHVWPHQW�LQ�WKH�GHYHORSLQJ �FRXQWU\�(DVW�$VLDQ�VXSHUVWDUV�LV�WUXO\�UHPDUNDEOH��,Q�D�SHULRG�RI����\HDUV��VDYLQJV�DQG�LQYHVWPHQW�UDWHV�QHDUO\�GRXEOHG��H[FHHGLQJ�DOO�RWKHU�UHJLRQV�E\�DW�OHDVW����SHUFHQWDJH�SRLQWV� �� )LJXUHV���DQG���VXPPDUL]H�WKH�SDWWHUQ�RI�YDULDWLRQ�RI�WZR�PHDVXUHV�RI�KXPDQ�FDSLWDO��)LJXUH���SORWV�WKH�SULPDU\�VFKRRO�HQUROOPHQW�UDWH�DJDLQVW�SHU�FDSLWD�LQFRPH��ZKLOH�)LJXUH���VKRZV�DYHUDJH�HGXFDWLRQDO�DWWDLQPHQW�RYHU�WKH�����V�DQG�����V��7KH�+3$(V�DUH�QRWDEOH�IRU�WKH�IDFW�WKDW�WKH\�KDG�ERWK�KLJK�HQUROOPHQWV�DQG�KLJK�OHYHOV�RI�HGXFDWLRQDO�DWWDLQPHQW�DV�HDUO\�DV�������(DVW�$VLD��LQ�FRQWUD VW�ZLWK�0(1$��EHJDQ�ZLWK�D�VL]DEOH�HGXFDWLRQDO�KHDG�VWDUW� �� 7KH�WZR�GLDJUDPV�WHOO�VRPHZKDW�GLIIHUHQW�VWRULHV�DERXW�KXPDQ�FDSLWDO�IRUPDWLRQ�LQ�WKH�0(1$�UHJLRQ��:KHQ�SULPDU\�VFKRRO�HQUROOPHQW�UDWHV�DUH�FRUUHODWHG�ZLWK�UHODWLYH�LQFRPH��WKH�0(1$�HFRQRPLHV�FRQIRUP�JHQHUDOO\�WR�FURVV�FRXQWU\�SDWWHUQV��DOWKRXJK�$OJHULD�DQG�,UDT�DUH�QRWDEO\�QHJDWLYH�RXWOLHUV� �
�� 77KKHH FFUURRVVVV FFRRXXQQWWUU\\ SSDDWWWWHHUUQQ LLVV IIRRXXQQGG IIUURRPP DD QQRRQQ��OOLLQQHHDDUU UUHHJJUUHHVVVVLLRRQQ RRII SSUULLPPDDUU\\ HHQQUURROOOOPPHHQQWW UUDDWWHHVV RRQQ SSHHUU FFDDSSLLWWDD LLQQFFRRPPHH��
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(J\SW�DQG�-RUGDQ��RQ�WKH�RWKHU�KDQG��KDG�KLJKHU�HQUROOPHQW�UDWHV�WKDQ�ZRXOG�KDYH�EHHQ�SUHGLFWHG�RQ�WKH�EDVLV�RI�WKHLU�UHODWLYH�LQFRPH�OHYHOV�LQ�WKH�����V� ��)LJXUH����,QYHVWPHQW�DQG�6DYLQJV�DV�D�3HUFHQWDJH�RI��*'3��6HOHFWHG�(FRQRPLHV�������DQG�����
,QYHVWPHQW�DV�D�3HUFHQWDJH�RI�*'3����������� � 6DYLQJV�DV�D�3HUFHQWDJH�RI��*'3��
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$YHUDJH�<HDUV�RI�6FKRROLQJ

6RXUFH��:RUOG�%DQN�GDWD���
7KH�UHJLRQ�XQGHUSHUIRUPV�TXLWH�EDGO\��KRZHYHU��LQ�WHUPV�RI�HGXFDWLRQDO�DWWDL QPHQW��0(1$¶V�DYHUDJH�\HDUV�RI�VFKRROLQJ�SHU�SHUVRQ�DUH�FRPSDUDEOH�WR�$IULFD
V��7KH�FRQWUDVW�ZLWK�(DVW�$VLD�LV�QRWDEOH��,QGRQHVLD��WKH�(DVW�$VLDQ�HFRQRP\�ZLWK�WKH�ORZHVW�DYHUDJH�HGXFDWLRQ�VWRFN��DQG�WKH�ORZHVW�UHODWLYH�LQFRPH���KDV�DQ�HGXFDWLRQDO�DWWDLQPHQW�OHYHO�KLJKHU�WKDQ�DQ\�0LGGOH�(DVWHUQ�FRXQWU\��GHVSLWH�WKHLU�KLJKHU�UHODWLYH�LQFRPHV��� $W�OHDVW�WZR�IDFWRUV�DFFRXQW�IRU�WKH�GLIIHUHQFHV�EHWZHHQ�WKH�UHJLRQ
V�UHODWLYHO\�JRRG�WUDFN�UHFRUG�RQ�DFFHVV�WR�HGXFDWLRQ�DQG�LWV�PXFK�SRRUHU�UHFRUG�LQ�WHUPV�RI�HGXFDWL RQDO�RXWSXW��)LUVW��WKH�UDSLG�H[SDQVLRQ�RI�SULPDU\�VFKRRO�SODFHV�RFFXUUHG�LQ�WKH�ODWH�����V�DQG�HDUO\�����V��ZKLFK�PHDQW�WKDW�WKH�DYHUDJH�HGXFDWLRQDO�VWRFN�FKDQJHG�RQO\�VORZO\�EHWZHHQ������DQG�������7KH�UHJLRQ�ZDV�FDWFKLQJ�XS�IURP�D�ODWH�VWDUW��6HFRQG��KLJK�GURSRXW�UDWHV�LQ�VRPH�FRXQWULHV²HVSHFLDOO\�DPRQJ�ZRPHQ²DOVR�H[SODLQ�ZK\�LQFUHDVHG�DFFHVV�ZDV�QRW�WUDQVODWHG�LQWR�LQFUHDVHV�LQ�DYHUDJH�\HDUV�LQ�VFKRRO� �

:K\�WKH�&UDVK"�2LO�DQG�WKH�(FRQRPLF�&ULVLV�
7KH�HFRQRPLF�FULVLV�RI�WKH�SDVW����\HDUV�LV�WKH�SURGXFW�RI�WZR�IXQGDPHQWDO�IDFWRUV��FROODSVLQJ�RLO�SULFHV�DQG�D�IDLOXUH�WR�LPSURYH�SURGXFWLYLW\��2LO�UHYHQXHV�IXHOHG�WKH�UHJLRQ
V�VWDWH �OHG�PRGHO�RI�HFRQRPLF�GHYHORSPHQW��%HWZHHQ������DQG������WKH�ULVH�LQ�RLO�SULFHV�SHUPLWWHG�WKH�UHJLRQ¶V�HFRQRPLHV�WR�LQFUHDVH�WKHLU�*'3�E\�QHDUO\����SHUFHQW�DERYH�WKH�SUHGLFWHG�WUHQG�RQ�WKH�EDVLV�RI�KLVWRULFDO�RLO�SULFHV��)LJXUH�����
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2YHU�WKH����\HDUV�IURP������WR�������WKH�UHJLRQ�KDG�WKH�KLJKHVW�UDWHV�RI�SXEOLF�LQYHVWPHQW�DQG�WKH�ORZHVW�UDWHV�RI�SULYDWH�LQYHVWPHQW�LQ�WKH�QRQVRFLDOLVW�GHYHORSLQJ�ZRUOG��:KHQ�RLO�SULFHV�IHOO�LQ�WKH�����V��WKH�UHJLRQ
V�HFRQRPLHV�ZHUH�VORZ�WR�DGDSW��,QYHVWPHQW�GHFOLQHG�DQG�RXWSXW�FROODSVHG��(YHQ�QRQ �RLO�H[SRUWHUV�RI�WKH�UHJLRQ��VXFK�DV�-RUGDQ�DQG�0RURFFR��IHOW�WKH�ULSSOH�HIIHFWV�RI�GHFOLQLQJ�RLO�SULFHV�WKURXJ K�UHJLRQDO�ODERU�DQG�FDSLWDO�PDUNHWV��5HFRYHU\�IURP�WKH�RLO�SULFH�VKRFN�KDV�EHHQ�SDLQIXOO\�VORZ��,QYHVWPHQW�LQ�WKH�UHJLRQ�LV�ULVLQJ�JUDGXDOO\��DQG�SURMHFWLRQV�IRU�WKH�QH[W����\HDUV�IRUHVHH�PRGHVW�UHVWRUDWLRQ�RI�JURZWK��� %XW�WKH�UHJLRQ
V�SRRU�SHUIRUPDQFH�LV �QRW�HQWLUHO\�GXH�WR�WKH�GHFOLQH�LQ�LQYHVWPHQW�LQ�WKH�ODVW�GHFDGH��,Q�D�FURVV�FRXQWU\�SHUVSHFWLYH��WKH�0LGGOH�(DVW¶V�LQYHVWPHQW�GHFOLQH�GXULQJ�WKH�����V�ZDV�QRW�H[FHSWLRQDO��,QYHVWPHQW�DV�D�VKDUH�RI�*'3�ZDV�KLJKHU�LQ�WKH�0DJKUHE�DQG�0DVKUHT�WKDQ�LQ�/DWLQ�$ PHULFD�RU�6RXWK�$VLD��DQG�WKH�UHGXFWLRQ�LQ�LQYHVWPHQW�UDWHV�ZDV�OHVV�GUDPDWLF��)LJXUH�����7KH�FROODSVH�LQ�SHUIRUPDQFH�LQ�0(1$�ZDV�PXFK�JUHDWHU�WKDQ�FRXOG�HDVLO\�EH�H[SODLQHG�E\�GHFOLQLQJ�OHYHOV�RI�LQYHVWPHQW��,W�ZDV�WKH�SURGXFW�RI�D�GUDPDWLF�GHFOLQH�LQ�SURGXFWLYLW\��
*URZWK�'LIIHUHQFHV�LQ�D�&URVV�FRXQWU\�)UDPHZRUN�
+RZ�PXFK�GR�GLIIHUHQFHV�LQ�IDFWRU�DFFXPXODWLRQ�H[SODLQ�GLIIHUHQFHV�LQ�JURZWK"�)LJXUH���XVHV�D�FURVV �FRXQWU\�JURZWK�UHJUHVVLRQ�WR�H[SODLQ�GLIIHUHQFHV�LQ�SHU�FDSLWD�*'3�EHWZHHQ�WKH�HLJKW�PDMRU�HFRQRP LHV�RI�WKH�0LGGOH�(DVW²0RURFFR��$OJHULD��7XQLVLD��(J\SW��-RUGDQ��6\ULD��,UDQ�DQG�,UDT²DQG�WKH�VHYHQ�(DVW�$VLDQ�GHYHORSLQJ�HFRQRP\�VXSHUVWDUV².RUHD��7DLZDQ��&KLQD���+RQJ�.RQJ��6LQJDSRUH��,QGRQHVLD��0DOD\VLD�DQG�7KDLODQG��RYHU�WKH�SHULRG����������,W�DVNV�WKH�UKHWRULFDO�TXHVWLRQ��LI�WKH�HLJKW�PDMRU�HFRQRPLHV�RI�0(1$�KDG�WKH�VDPH�UDWHV�RI�LQYHVWPHQW�DQG�HGXFDWLRQDO�DWWDLQPHQW�DV�WKH�(DVW�$VLDQ�VXSHUVWDUV��E\�KRZ�PXFK�PRUH�ZRXOG�WKH\�KDYH�JURZQ"�7KH�DQVZHU��ZKLOH�LPSUHVVLYH�LQ�LWV�RZQ�ULJKW��LV�GLVDSSRLQWLQJO\�VPDOO�LQ�FRPSDULVRQ�WR�WKH�DFWXDO�DFKLHYHPHQW�RI�WKH�(DVW�$VLDQ�HFRQRPLHV� �� ,QFRPHV�LQ�0(1$�LQFUHDVHG�IURP�86�������SHU�SHUVRQ�LQ������WR�86�������LQ������ � 5DLVLQJ�WKH�DYHUDJH�UDWH�RI�LQYHVWPHQW�LQ�WKH�0LGGOH�(DVW�WR�(DVW�$VLDQ�OHYHOV²LQFUHDVLQJ�LW�E\�����SHUFHQWDJH�SRLQWV�RQ�DYHUDJH�RYHU�WKH�SHULRG²LQFUHDVHV�LQFRPH�SHU�SHUVRQ�LQ������IURP�86�������WR�86��������$GGLQJ�WR�WKH�KLJKHU�LQYHVWPHQW�OHYHOV��WKH�OHYHOV�RI�KXPDQ�FDSLWDO�LQ�(DVW�$VLD��E\�SURMHFWLQJ�DQ�LQFUHDVH�LQ�WKH�SULPDU\�VFKRRO�HQUROOPHQW�UDWH�LQ������RI����SHUFHQW��UHVXOWV�LQ�D�IXUWKHU�LQFUHDVH�WR�86��������(DVW�$VLD �
�� 77KKHH LLQQFFRRPPHH IILLJJXXUUHHVV DDUUHH LLQQ FFRRQQVVWWDDQQWW SSXXUUFFKKDDVVLLQQJJ SSRRZZHHUU 8866 GGRROOOODDUUVV ��++HHVVWWRRQQ DDQQGG 66XXPPPPHHUUVV�� ���������� RRII �������� DDQQGG DDUUHH QQRRWW FFRRPPSSDDUUDDEEOOHHZZLLWWKK QQRRPPLLQQDDOO 8866 GGRROOOODDUU HHVVWWLLPPDDWWHHVV RRII SSHHUU FFDDSSLLWWDD LLQQFFRRPPHH��
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1RWH��7KUHH�\HDU�PRYLQJ�DYHUDJH�RI�GLIIHUHQFHV�EHWZHHQ� � 1RWH��0(1$�LQFOXGHV�$OJHULD��(J\SW��,UDQ��,UDT��-RUGDQ���DFWXDO�DQG�FRXQWHUIDFWXDO��2LO�H[SRUWHUV�LQFOXGH�$OJHULD��� 0RURFFR��6\ULD�DQG�7XQLVLD����(J\SW��,UDQ��,UDT��<HPHQ��DQG�WKH�*&&�FRXQWULHV��� � 6RXUFH���8PDUL�������6RXUFH���5LRUGDQ�DQG�RWKHUV��������
RYHU�WKH�VDPH�SHULRG�JUHZ�IURP�86�������SHU�SHUVRQ�WR�86��������0RUH�WKDQ�KDOI�RI�WKH�GLIIHUHQFH�LQ�JURZWK�UDWHV�����SHUFHQW��FDQQRW�EH�H[SODLQHG�E\�(DVW�$VLD
V�VXSHULRU�SHUIRUPDQFH�LQ�DFFXPXODWLQJ�KXPDQ�DQG�SK\VLFDO�FDSLWDO��5DWKHU�LW�LV�GXH�WR�GLIIHUHQFHV�LQ�WKH�SURGXFWLYLW\�ZLWK�ZKLFK�FDSLWDO�LV�XVHG�� �
�0LVVLQJ�WKH�7UDLQ��/DJJLQJ�,QWHJUDWLRQ�ZLWK�WKH�:RUOG�(FRQRP\�
�0RVW�REVHUYHUV�RI�(DVW�$VLD�DJUHH�WKDW�WUDGH�KDV�EHHQ�D�PDMRU�VRXUFH�RI�LWV�SURGXFWLYLW\�JURZWK��5LVLQJ�LPSRUW�FRPSHWLWLRQ�DQG�UDSLGO\�H[SDQGLQJ�H[SRUWV�HQIRUFHG�FRVW�GLVFLSOLQH�DQG�WKH�VHDUFK�IRU�LQQRYDWLRQ��0DQXIDFWXUHG�H[SRUWV�ZHUH�D�SRZHUIXO�VRXUFH�RI�OHDUQLQJ��HVSHFLDOO\�ZKHUH�WKHUH�ZHUH�VLJQLILFDQW�EX\HU ��VHOOHU�OLQNV�EHWZHHQ�DGYDQFHG�DQG�GHYHORSLQJ�$VLDQ�HFRQRPLHV��3DFN�DQG�3DJH��������:RUOG�%DQN����������
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WLPH

*'3SHU�&DSLWD��86�'ROODUV�(DVW�$VLDQ��6XSHUVWDUV�0(1$$GGLQJ�,QY�'LII$GGLQJ�,QY�	�(G�'LII

��������

)LJXUH����,QYHVWPHQW�0DWWHUV�%XW�3URGXFWLYLW\�,V�&ULWLFDO

6RXUFH��3DJH������

0(1$�KDV�IDLOHG�WR�NHHS�SDFH�ZLWK�WKH�FKDQJLQJ�JOREDO�HFRQRP\��:KLOH�WKH�VK DUH�RI�WUDGH�LQ�QDWLRQDO�LQFRPH�KDV�ULVHQ�UDSLGO\�LQ�RWKHU�SDUWV�RI�WKH�ZRUOG��HVSHFLDOO\�LQ�WKH�ODVW����\HDUV��0(1$¶V�KDV� �VWDJQDWHG��)LJXUH������7KH�UHJLRQ�WUDGHV�OLWWOH�ZLWK�LWVHOI��OHVV�WKDQ����SHUFHQW�RI�LWV�WUDGH�LV�LQWUDUHJLRQDO��D�IDFW�ZKLFK�KDV�QRW�FKDQJHG�VLQFH�WKH�PLG�����V��0DQXIDFWXUHG�H[SRUWV�SHU�FDSLWD�KDYH�VWDJQDWHG��:RUOG�WUDGH�LQ�WKH�ILUVW�GHFDGH�RI�WKH���VW�FHQWXU\�LV�SURMHFWHG�WR�JURZ�DW�QHDUO\���SHUFHQW��0(1$
V�WUDGH�LV�H[SHFWHG�WR�JURZ�DW�����SHUFHQW��� 7KH�UHJLRQ
V�HFRQRPLHV�DUH�VWLOO�TXLWH�FORVHG��$YHUDJH�WDULIIV�DUH�KLJK��)LJXUH�����DQG�QRQWDULII�EDUULHUV�UHPDLQ�LPSRUWDQW�LQ�VRPH�FRXQWULHV��,QVWLWXWLRQV�WR�IDFLOLWDWH�WUDGH²FXVWRPV��ILQDQFLDO�VHUYLFHV�DQG�H[SRUW�SURPRWLRQ²IXQFWLRQ�IDU�OHVV�ZHOO�WKDQ�LQ�WKH�UDSLGO\�LQWHJUDWLQJ�HFRQRPLHV �RI�(DVW�$VLD�DQG�/DWLQ�$PHULFD��:KLOH�7XQLVLD�DQG�0RURFFR�KDYH�UHFHQWO\�VLJQHG�LQWHJUDWLRQ�DJUHHPHQWV�ZLWK�WKH�(XURSHDQ�8QLRQ��DQG�(J\SW�DQG�-RUGDQ�DUH�DFWLYHO\�QHJRWLDWLQJ�DJUHHPHQWV��WKH�VORZ�SDFH�RI�WUDGH�OLEHUDOL]DWLRQ�DOORZHG�XQGHU�WKH�(XURSHDQ�WUHDW LHV�ZLOO�FRQWLQXH�WR�OHW�WKH�UHJLRQ�ODJ�EHKLQG�� �� &DSLWDO�IORZV�WR�0(1$�KDYH�QRW�NHSW�SDFH�ZLWK�WKH�JOREDOL]DWLRQ�RI�ILQDQFLDO�PDUNHWV��3RUWIROLR�LQYHVWPHQWV�WR�GHYHORSLQJ�FRXQWULHV�ZKLFK�JUHZ�UDSLGO\�LQ�WKH���
V�KDYH�SULPDULO\�JRQH�WR�(DVW�$VLD�DQG�/DWLQ�$PHULFD��)LJXUH������'LUHFW�IRUHLJQ�LQYHVWPHQW²FULWLFDO�IRU�SURYLGLQJ�WHFKQRORJ\�DQG�VNLOOV²KDV�DOVR�EHHQ�GLVDSSRLQWLQJ��IDOOLQJ�LQ�WKH���
V�WR�OHYHOV�FRPSDUDEOH�ZLWK�6XE �6DKDUDQ�$IULFD��)LJXUH��������
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)LJXUH���� )LJXUH����7UDGH�LV�*URZLQJ�)DVWHU�LQ�WKH�5HVW�RI�WKH�:RUOG�� $YHUDJH�7DULII�5DWHV�DUH�+LJK��

���� ���� ���� � ���� ��� ���� � ���� ��� ����

���������������������

&KDQJHV�LQ�5HDO�7UDGH�5DWLRV
6XE�6DKDUDQ�$IULFD
0�(DVW�	�1RUWK�$IULFD6RXWK�$VLD/0,&V(XURSH�	�&HQW��$VLD+LJK�,QFRPH/DWLQ�$PHULFD(DVW�$VLD:RUOG

� �� �� �� ��
(XURSH����
(�$VLD����
66$�����
/$&�����

0(1$����
6�$VLD����

��������������

3HUFHQWDJH
1RWH���5DWLR�RI�H[SRUWV�SOXV�LPSRUWV�WR�*'3��6RXUFH��*OREDO�(FRQRPLF�3URVSHFWV������������������������������������ � � 6RXUFH���:RUOG�%DQN�GDWD���

)LJXUH���� )LJXUH����&DSLWDO�)ORZV�+DYH�/DJJHG������������ � 'LUHFW�)RUHLJQ�,QYHVWPHQW�KDV�DOVR�

� �� ��� ��� ��� ���
6XE�6DKDUDQ$IULFD

0�(DVW �	�1�$IULFD
6RXWK�$VLD

(XURSH�	�&HQWUDO$VLD
/DWLQ�$PHULFD

(DVW�$VLD

86��ELOOLRQ � ��� � ��� �
6RXWK�$VLD

6XE�6DKDUDQ�$IULFD
0�(DVW�	�1�$IULFD

/DWLQ�$PHULFD
(XURSH�	&HQW�$VLD
(DVW�$VLD

+LJK�,QFRPH

������������������

3HUFHQWDJH
6RXUFH� :RUOG�%DQN�GDWD�� � 6RXUFH� :RUOG�%DQN�GDWD���
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���&KRRVLQJ�WR�3URVSHU���3ULRULWLHV�IRU�5HIRUP�
:KDW�GLUHFWLRQ�VKRXOG�UHIRUPV�WDNH�WR�VHFXUH�D�SURVSHURXV�IXWXUH�IRU�WKH�UHJLRQ"�(DVW�$VLD
V�H[SHULHQFH�VXJJHVWV�WKDW�WKHUH�DUH�WZR�LPSRUWDQW�SUHFRQGLWLRQV�IRU�DQ\�JURZWK�RULHQWHG�VWUDWHJ\�WR�VXFFHHG ²SXWWLQJ�HFRQRPLFV�ILUVW�DQG�VKDULQJ�WKH�EHQHILWV�RI�JURZWK��,Q�DGGLWLRQ��IRXU�SROLF\�LQLWLDWLYHV�D UH�HVVHQWLDO��HGXFDWLQJ�DOO�WKH�SHRSOH��SXVKLQJ�H[SRUWV��VKULQNLQJ�WKH�VWDWH��DQG�HPSRZHULQJ�WKH�SULYDWH�VHFWRU� �
�&RPPLWWLQJ�WR�6KDUHG�*URZWK�
:KLOH�WKH�SROLF\�UHJLPHV�RI�WKH�VXFFHVVIXO�(DVW�$VLDQ�FRXQWULHV�ZHUH�TXLWH�GLYHUVH��DOO�HLJKW�SXUVXHG�DQ�LPSRUWDQW�SROLWLFDO�HFRQRP\�REMHFWLYH²VKDUHG�JURZWK��:RUOG�%DQN��������&DPSRV�DQG�5RRW���������,Q�VLPSOH�WHUPV�WKLV�PHDQW�WKDW�WKH�SROLWLFDO�OHDGHUVKLS�LQ�HDFK�FRXQWU\�VRXJKW�WR�OHJLWLPL]H�LWV�UXOH�E\�DVNLQJ�WKH�TXHVWLRQ���$UH�\RX�DQG�\RXU�IDPLO\�EHWWHU�RII�WRGD\� WKDQ�ODVW�\HDU"��7KLV�OHJLWLPL]LQJ�SULQFLSOH�PHDQW�WKDW�JRYHUQPHQWV�PRELOL]HG�WKHLU�VRFLHWLHV�WR�DFKLHYH�UDSLG�HFRQRPLF�SURJUHVV�DQG�VRXJKW�PHDQV�RI�VKDULQJ�WKH�EHQHILWV�RI�JURZWK�ZLGHO\��:KLOH�QRQH�RI�(DVW�$VLD
V�UDSLGO\�JURZLQJ�HFRQRPLHV�KDG�SRSXOLVW�UHJLPHV��JRYHUQPHQWV�LQ�DOO�HLJKW�XVHG�VXFK�GHYLFHV�DV�SXEOLF�LQYHVWPHQW�SROLFLHV��UXUDO�GHYHORSPHQW�LQLWLDWLYHV��DQG�SURPRWLRQ�RI�VPDOO�DQG�PHGLXP�HQWHUSULVHV�WR�VKDUH�WKH�EHQHILWV�RI�WKHLU�UDSLG�HFRQRPLF�H[SDQVLRQ��� 8QWLO�UHFHQWO\��HFRQRPLF�JURZWK�KDV�QRW�EHHQ�D�PHDQV�E\�ZKLFK�JRYHUQPHQWV�LQ�0(1$�KDYH�VRXJKW�WR�DFKLHYH�OHJLWLPDF\��1RZ���KRZHYHU��WKH�JHRSROLWLFDO�UHDOLWLHV�RI�WKH�UHJLRQ�DUH�FKDQJLQJ��DQG�JRYHUQPHQWV�ZLOO�WXUQ�LQFUHDVLQJO\²DV�WKH\�DUH�KHUH�LQ�(J\SW�DQG�LQ�VXFK�RWKHU�FRXQWULHV�DV�-RUGDQ�DQG�7XQLVLD²WR�WKH�HFRQRPLF�DJHQGD��(FRQRPLF�JURZWK�LV�LPSRUWDQW��EXW�WKH�(DVW�$VLDQ�H[SHULHQFH�VXJJHVWV�WKDW�LWV�EHQHILWV�PXVW�DOVR�EH�SHUFHLYHG�WR�EH�ZLGHO\�VKDUHG�LI�D�VRFLDO�FRQVHQVXV�IRU�SUR �JURZWK�SROLFLHV�LV�WR�EH�DFKLHYHG��
�(GXFDWLQJ�$OO�WKH�3HRSOH���(GXFDWLRQ�LV�D�SRZHUIXO�WRRO�IRU�VKDULQJ�WKH�EHQHILWV�RI�JURZWK��DV�ZHOO�DV�IRU�HVWDEOLVKLQJ�D�EDVLV�IRU�LWV�SHUVLVWHQFH��7KH�UHJLRQ
V�SHU�FDSLWD�LQFRPH�OHYHOV²LQ�WKH�ORZHU�PLGGOH�LQFRPH�UDQJH²DQG�UHODWLYHO\�KLJK�XQVNLOOHG�ZDJHV�PHDQ�WKDW�VXVWDLQHG�LQWHUQDWLRQ DO�FRPSHWLWLYHQHVV�DQG�ULVLQJ�LQFRPHV�ZLOO�GHSHQG�DV�PXFK�RQ�KXPDQ�VNLOOV�DV�RQ�SK\VLFDO�LQYHVWPHQWV��,QGHHG��PRUH�RI�WKH�GLIIHUHQFH�LQ�LQFRPH�OHYHOV�EHWZHHQ�(DVW�$VLD�DQG�0(1$�LV�H[SODLQHG�E\�GLIIHUHQFHV�LQ�KXPDQ�FDSLWDO�HQGRZPHQWV�WKDQ�E\�GLIIHUHQFHV�LQ�SK\VLFDO�LQYHVWPHQW���� 7KH�UHJLRQ�KDV�GRQH�ZHOO�LQ�H[SDQGLQJ�WKH�TXDQWLW\�RI�HGXFDWLRQDO�RSSRUWXQLWLHV�IURP�D�YHU\�ODWH�VWDUW��
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:LWK�WKH�H[FHSWLRQ�RI�0RURFFR��6DXGL�$UDELD�DQG�<HPHQ��DOO�0(1$�FRXQWULHV�KDYH�DFKLHYHG�XQLYHUVDO�SULPDU\�HGXFDWLRQ��6HFRQGDU\�DQG�YRFDWLRQDO�HGXFDWLRQ�V\VWHPV�DUH�OHVV�ZHOO�GHYHORSHG��KRZHYHU��DQG�WKHUH�LV�D�VHULRXV�SUREOHP�RI�HGXFDWLRQDO�TXDOLW\�DW�DOO�OHYHOV��*DSV�EHWZHHQ�PDOH�DQG�IHPDOH�HQUROOPHQW�UDWHV��JHQGHU�JDSV��KDYH�QDUURZHG�VLJQLILFDQWO\�LQ�DOO�RI�WKH�FRXQWULHV��H[FHSW�0R URFFR��%XW�WRGD\
V�JHQGHU�JDSV�LQ�0(1$�DUH�DSSUR[LPDWHO\�WKH�VDPH�DV�WKRVH�RI�(DVW�$VLD�LQ�WKH�����
V��DERXW����SHUFHQW����� %HFDXVH�RI�LWV�ODWH�VWDUW��DQG�LWV�OLPLWHG�H[SDQVLRQ�RI�VHFRQGDU\�VFKRROLQJ�RSSRUWXQLWLHV��WKH�UHJLRQ�FRQWLQXHV�WR�ODJ�LQ�WKH�DYHUDJH�HGXFDWLRQDO�DWWDLQPHQW�RI�LWV�SRSXODWLRQ��$YHUDJH�VFKRROLQJ�SHU�SHUVRQ�LV�DERXW�WKUHH�\HDUV��DSSUR[LPDWHO\�WKH�VDPH�OHYHO�DV�6XE �6DKDUDQ�$IULFD��,QFUHDVLQJ�HQUROOPHQWV��GHPRJUDSKLF�SUHVVXUHV�DQG�WKH�QHHG�WR�LPSURYH�TXDOLW\�ZLOO�SXW�VHYHUH�ILQDQFLQJ�SUHVV XUH�RQ�WKH�HGXFDWLRQ�VHFWRU��:KLOH�WKH�UHJLRQ�RQ�DYHUDJH�VSHQGV�DERXW�WKH�VDPH�VKDUH�RI�QDWLRQDO�LQFRPH�RQ�HGXFDWLRQ�DV�RWKHU�GHYHORSLQJ�DUHDV��ERWK�UDSLG�HFRQRPLF�JURZWK�DQG�D�UHDOORFDWLRQ�RI�HGXFDWLRQDO�EXGJHWV�IURP�XQLYHUVLW\�HGXFDWLRQ�WR�EDVLF�HGXFDWLRQ��HVSHFLDOO\�LQ�0RURFFR�DQG�(J\SW��ZLOO�EH�QHHGHG�WR�PHHW�WKH�HGXFDWLRQDO�FKDOOHQJH���
�3XVKLQJ�([SRUWV���0(1$¶V�QRQ�RLO�H[SRUWV��ZLWK�����PLOOLRQ�SHRSOH��DUH�OHVV�WKDQ�WKRVH�RI�)LQODQG��ZLWK���PLOOLRQ�SHRSOH���7KH�UHJLRQ
V�VWDWH�GRPLQDWHG�LQGXVWULDO�VHFWRUV��FORVHG�HFRQRPLHV��DQG�ODJJLQJ�FRPSHWLWLYHQHVV�FRPELQH�WR�PDNH�SURMHFWHG�QRQ �RLO�H[SRUW�JURZWK�WKH�ORZHVW��WRJHWKHU�ZLWK�$IULFD��RI�DOO�UHJLRQV��0DQXIDFWXUHG�H[SRUWV�KDYH�ODJJHG�IDU�EHKLQG�(DVW�$VLD��)LJXUH������ ��
)LJXUH����0DQXIDFWXUHG�([SRUWV�$UH�1RW�*URZLQJ�

�
���
����
����
����
����
����
����

(DVW�$VLD

0(1$��*&&�
0(1$��QRQ�*&&�

86�GROODUV

6RXUFH� :RUOG�%DQN�GDWD��
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6XFFHVVIXO�H[SRUWHUV�LQ�(DVW�$VLD�KDYH�XVHG�IRXU�FULWLFDO�HOHPHQWV�ZKLFK�DUH�DEVHQW�LQ�PRVW�RI�WKH�0(1$�UHJLRQV�HFRQRPLHV��*UDGXDO��EXW�VXVWDLQHG�UHGXFWLRQV�LQ�SURWHFWLRQ�RI�WKH�GRPHVWLF�PDUNHW��LQFUHDVLQJ�WKH�UHODWLYH�LQFHQWLYHV�IRU�LQYHVWPHQW�LQ�H[SRUWV��$XWRPDWLF�DQG�WLPHO\��GXW\�IUHH�DFFHVV�WR�LQWHUPHGLDWH�DQG�FDSLWDO�JRRGV�IRU�H[SRUWHUV��WKURXJK�ZHOO�IXQFWLRQLQJ�GXW\�GUDZ �EDFN�DQG�WHPSRUDU\�DGPLVVLRQ�VFKHPHV��$XWRPDWLF�DFFHVV�WR�H[SRUW�ILQDQFLQJ�DW�FRPSHWLWLYH� LQWHUHVW�UDWHV��DQG�VXVWDLQHG�DWWHQWLRQ�E\�JRYHUQPHQWV��DW�WKH�KLJKHVW�OHYHO��WR�LPSURYLQJ�WKH�LQVWLWXWLRQV²IURP�H[SRUW�SURPRWLRQ�DJHQFLHV�WR�FXVWRPV�VHUYLFHV²ZKLFK�DIIHFW�WKH�GDLO\�EXVLQHVV�OLYHV�RI�WKH�H[SRUW�FRPPXQLW\� �� 1RQH�RI�WKHVH�SROLF\�DFWLRQV�DUH�EH\RQG�WKH�FDSDFLW\�RI�0(1$�JRYHUQPHQWV��\HW�QRQH�KDYH�SXUVXHG�WKHP�DJJUHVVLYHO\��7KH�IUHH�WUDGH�DJUHHPHQWV�VLJQHG�E\�0RURFFR�DQG�7XQLVLD��DQG�XQGHU�QHJRWLDWLRQ�LQ�-RUGDQ�DQG�(J\SW��DUH�D�EHJLQQLQJ��%XW�WKH\�ZLOO�QRW�VXEVWDQWLDOO\�LQFUHDVH�PDUNHW�DFFHVV�WR �(XURSH��DQG�WKHLU�SDFH�RI�WDULII�UHGXFWLRQ�LV�PRGHVW�E\�LQWHUQDWLRQDO�VWDQGDUGV��,PSOHPHQWDWLRQ�RI�WKH�(XURSHDQ�$JUHHPHQWV�DORQH�ZLOO�QRW�UHVXOW�LQ�UDSLG�H[SRUW�JURZWK� �
�5HGXFLQJ�WKH�5ROH�RI�WKH�6WDWH���'HFOLQLQJ�SURGXFWLYLW\�RYHU�WKH�SDVW����\HDUV�FDQ�EH DWWULEXWHG�SULPDULO\�WR�WKH�UROH�RI�WKH�VWDWH�LQ�WKH�HFRQRPLF�GHYHORSPHQW�RI�WKH�UHJLRQ��VXSSRUWHG�E\�WKH�QDWXUH�RI�WKH�FDSLWDO�LQIORZ�LQWR�WKH�UHJLRQ
V�HFRQRPLHV��7KH�VWDWH�GRPLQDWHG�WKH�HFRQRPLHV�RI�WKH�0(1$�UHJLRQ�LQ�D�ZD\�WKDW�ZDV�HTXDOHG�RQO\�E\�WKH�HFRQRPLHV�RI�(DVWHUQ�(XURSH�DQG�WKH�IRUPHU�6RYLHW�8QLRQ��([FHSW�LQ�/HEDQRQ��WKH�VWDWH�ZDV�WKH�SULPDU\�DJHQW�IRU�DFFXPXODWLQJ�UHVRXUFHV�DQG�DOORFDWLQJ�WKHP�WR�LQYHVWPHQW��7KH�UROH�RI�WKH�VWDWH�ZDV�DEHWWHG�E\�WKH�JUHDW�LPSRUWDQFH�RI�SXEOLF�RIILFLDO�H[WHUQDO� IORZV�LQ�ILQDQFLQJ�SXEOLF�LQYHVWPHQWV��,Q�DGGLWLRQ��SULYDWH�H[WHUQDO�IORZV��PDLQO\�LQ�WKH�IRUP�RI�ZRUNHU�UHPLWWDQFHV��ZHUH�FKDQQHOHG�LQWR�LQYHVWPHQWV�LQ�QRQ�WUDGDEOH�VHFWRUV��:LWK�ODUJH�SRUWLRQV�RI�QHZ�LQYHVWPHQW�JRLQJ�HLWKHU�LQWR�QRQ�WUDGDEOHV�VXFK�DV�KRXVLQJ�RU�TXDVL�QRQ�WUDGDEOHV�VXFK�DV�SXEOLF�LQGXVWULHV�SURWHFWHG�E\�TXDQWLWDWLYH�LPSRUW�UHVWULFWLRQV��WKH�HFRQRPLHV�RI�WKH�UHJLRQ�ZHUH�LOO�SUHSDUHG�WR�DGDSW�WR�WKH�WHUPV�RI�WKH�WUDGH�VKRFNV�RI�WKH�����V��� 7KH�SXEOLF�VHFWRU�LQ�0(1$�UHPDLQV�ODUJH��$OJHULD�DQG (J\SW�KDYH�OHYHOV�RI�SXEOLF�RZQHUVKLS�FRPSDUDEOH�WR�WKH�WUDQVLWLRQ�HFRQRPLHV�RI�(DVWHUQ�(XURSH��0RURFFR��7XQLVLD�DQG�-RUGDQ�KDYH�VPDOOHU�SXEOLF�VHFWRUV��EXW�WKH�VWDWH�RZQHG�HQWHUSULVH��62(��VHFWRUV�DUH�VWLOO�ODUJH�FRPSDUHG�ZLWK�/DWLQ�$PHULFD�RU�(DVW�$VLD��)LJXUH������7KH�VWDWH²LQFOXGLQJ�WKH�SXEOLF�DGPLQLVWUDWLRQ²EXONV�ODUJH�LQ�WKH�IRUPDO�ODERU�PDUNHW��7KH�VWDWH�GRPLQDWHV�WKH�ILQDQFLDO�VHFWRU�WKURXJK�SXEOLF�FRPPHUFLDO�EDQNV�LQ�DOO�FRXQWULHV�H[FHSW�-RUGDQ�DQG�/HEDQRQ���� :KLOH�PRVW�0(1$�JRYHUQPHQWV�KDYH�HPEUD FHG�SULYDWL]DWLRQ�RI�SXEOLF�LQGXVWULDO�DQG�ILQDQFLDO�
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HQWHUSULVHV��WKH�UKHWRULF�IDU�H[FHHGV�WKH�UHDOLW\��)LJXUH������*RYHUQPHQWV�FRQFHUQHG�ZLWK�WKH�HPSOR\PHQW�GLVSODFLQJ�SRWHQWLDO�RI�SULYDWL]DWLRQ�DQG�FLYLO�VHUYLFH�UHIRUP²HVSHFLDOO\�(J\SW��$OJHULD�DQG�7XQLVLD²KDYH�SUHIHUUHG�WR�DYRLG�FRQIURQWDWLRQV�ZLWK�SXEOLF�VHFWRU�ZRUNHUV�E\�SUHVHUYLQJ�WKH�VWDWXV�TXR��,Q�HFRQRPLHV�VXFK�DV�$OJHULD�DQG�(J\SW��LQHIILFLHQW�SXEOLF�HQWHUSULVHV�EXUGHQ�WKH�SULYDWH�VHFWRU�E\�LQFUHDVLQJ�WKH�FRVW�RI�JRRGV�DQG�VHUYLFHV�LQSXWV�� �� )LVFDO�FRQVWUDLQWV�ZLOO�OLPLW�IXUWKHU�LQYHVWPHQW�LQ�LQGXVWULDO�FDSDFLW\�E\�JRYHUQPHQWV�LQ�WKH�UHJLRQ��EXW�WKH\�ZLOO�DOVR�OLPLW�WKH�H[SDQVLRQ�RI�LQIUDVWUXFWXUH��6WUDWHJLHV�WR�DWWUDFW�SULYDWH�LQYHVWPHQW�LQ�LQIUDVWUXFWXUH�DUH�WKHUHIRUH�FULWLFDO��(J\SW�DQG�0RURFFR� KDYH�DQQRXQFHG�VRPH�OLPLWHG�FRQFHVVLRQV�LQ�SRZHU�JHQHUDWLRQ��-RUGDQ�LV�VORZO\�PRYLQJ�WR�SULYDWL]H�WHOHFRPPXQLFDWLRQV��%XW�WKH�LPSDFW�RI�WKHVH�LQLWLDWLYHV�LV�DIIHFWHG�E\�WKHLU�VORZ�LPSOHPHQWDWLRQ�DQG�SDUWLDO�QDWXUHV� �(PSRZHULQJ�WKH�3ULYDWH�6HFWRU���3ULYDWH�FDSLWDO�LQ�0(1$�KDV�YRWHG�ZLWK�LWV�IHHW��$ERXW������ELOOLRQ�LQ�FDSLWDO�IURP�WKH�UHJLRQ�LV�KHOG�DEURDG��3ULYDWH�LQYHVWPHQW�UDWHV�KDYH�KLVWRULFDOO\�EHHQ�EHORZ�WKRVH�LQ�RWKHU�ORZ�DQG�PLGGOH�LQFRPH�FRXQWULHV��)LJXUH����� �� :K\�KDV�LQYHVWPHQW�ODJJHG"�7KH�EXVLQHVV�HQYLURQPHQW�LV�SODJXHG�E\�EXUGHQVRPH�UHJXODWLRQV��(J\SWLDQ�HQWUHSUHQHXUV�VSHQG�DERXW����SHUFHQW�RI�WKHLU�WLPH�UHVROYLQJ�SUREOHPV�RI�UHJXODWRU\�FRPSOLDQFH��(YHQ�LQ�0RURFFR�ZKHUH�VXEVWDQWLDO�SURJUHVV�KDV�EHHQ�PDGH��DV�PDQ\�DV����GRFXPHQWV�DQG�VL[�PRQWKV�DUH�QHHGHG�WR�UHJLVWHU�D�EXVLQHVV��3XEOLF�HQWHUSULVHV�RIWHQ�OLPLW�RU�UHJXODWRU\�FRPSOLDQFH��(YHQ�LQ�0RURFFR�ZKHUH�VXEVWDQWLDO�SURJUHVV�KDV�EHHQ�PDGH��DV�PDQ\�DV����GRFXPHQWV�DQG�VL[�PRQWKV�DUH�QHHGHG�WR�UHJLVWHU�D�EXVLQHVV��3XEOLF�HQWHUSULVHV�RIWHQ�OLPLW�RU� SURKLELW�HQWU\�E\�SULYDWH�FRPSHWLWRUV�LQWR�WKH�VHFWRUV�WKH\�GRPLQDWH��&ULWLFDO�LQIUDVWUXFWXUH�LV�ODFNLQJ��7KH�SHUFHQWDJH�RI�XQFRPSOHWHG�WHOHSKRQH�FDOOV�LV����SHUFHQW�LQ�7XQLVLD�����SHUFHQW�LQ�0RURFFR��DQG����SHUFHQW�LQ�-RUGDQ��%DQN�LQWHUPHGLDWLRQ�PDUJLQV�DYHUDJHG�DERXW���SHUFHQW�IRU�WKH�ILYH�FRXQWULHV�\RX�ZLOO�YLVLW��FRPSDUHG�ZLWK�� ���SHUFHQW�LQ�$VLD�DQG�WKH�2(&'������.HHSLQJ�WKH�3URPLVH���*URZWK�ZLOO�5HGXFH�3RYHUW\�
:KLOH�DFFHOHUDWHG�JURZWK�FDQQRW�IXOO\�HUDGLFDWH�SRYHUW\��LW�FDQ�VXEVWDQWLDOO\�UHGXFH�WKH�QXPEHU�RI�SRRU��%HFDXVH�RI�WKH��VKDOORZ��QDWXUH�RI�SRYHUW\�LQ�WKH�UHJLRQ²ZLWK�PDQ\�KRXVHKROGV�MXVW�EHORZ�WKH�SRYHUW\�OLQH²PRYLQJ�IURP�]HUR�SHU�FDSLWD�LQFRPH�JURZWK�WR���SHUFHQW�DQQXDO�JURZWK�ZRXOG�UHGXFH�WKH�QXPEHU�RI�SRRU�LQ�WKH�UHJLRQ�E\���PLOOLRQ�RYHU�WKH �QH[W�GHFDGH��$FKLHYLQJ�D�PRGHVW�����SHUFHQW�SHU�FDSLWD�JURZWK�UDWH�
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)LJXUH���� )LJXUH����3XEOLF�(QWHUSULVHV�/RRP�/DUJH�LQ�0(1$¶V�� 3ULYDWL]DWLRQ�5HYHQXHV�+DYH�%HHQ�6PDOO�� (FRQRPLHV�

� �� �� �� �� �� �� ��
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1RWH���0LGGOH�(DVW�DQG�1RUWK�$IULFD�GRHV�QRW�LQFOXGH�%DKUDLQ��.XZDLW��4DWDU��6DXGL�$UDELD�DQG�8$(� �6RXUFHV���:RUOG�%DQN�������%XUHDXFUDWV�LQ�%XVLQHVV���$QGHUVRQ�DQG�0DUWLQH]��������

)LJXUH�����3ULYDWH�,QYHVWPHQW�KDV�/DJJHG
3HUFHQWDJH
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�
������������������ ����������� ���������� ����������� ����1RWH� +3$(V�LQFOXGH�-DSDQ��+RQJ�.RQJ��5HSXEOLF�RI�.RUHD��6LQJDSRUH���7DLZDQ�&KLQD���,QGRQHVLD��0DOD\VLD��DQG�7KDLODQG���/0,(V� �ORZ�DQG�PLGGOH�LQFRPH�HFRQRPLHV��0(1$�LQFOXGHV�$OJHULD��(J\SW��,UDQ��-RUGDQ��0RURFFR��6\ULD��DQG�7XQLVLD��6RXUFH��8PDUL��������
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ZRXOG�GUDPDWLFDOO\�UHGXFH�SRYHUW\�E\�������)LJXUH������,Q�FRQWUDVW��ZLWKRXW�WKH�KLJKHU�JURZWK�WKDW�UHIRUP�FDQ�EULQJ��WKH�QXPEHU�RI�SRRU�ZLOO�LQFUHDVH�WR�DERXW����PLOOLRQ�LQ�WKH�VDPH�SH ULRG��� (PSRZHULQJ�WKH�SULYDWH�VHFWRU��DWWUDFWLQJ�D�UHIORZ�RI�IOLJKW�FDSLWDO��DQG�FKDQQHOLQJ�SULYDWH�LQYHVWPHQW�LQWR�HIILFLHQW�DFWLYLWLHV�DUH�FULWLFDO�IRU�WKH�UHVXPSWLRQ�RI�JURZWK��.H\�HOHPHQWV�RI�WKLV�SURFHVV�IRU�DOO�FRXQWULHV�LQ�WKH�UHJLRQ�DUH��x DFFHOHUDWHG�SULYDWL]DWLRQ��WR�VLJQDO�JRYHUQPHQW�FRPPLWPHQW�WR�SULYDWH�VHFWRU�GHYHORSPHQW�DQG�WR�UHGXFH�FRVWV�WR�WKH�SULYDWH�VHFWRU�RI�JRRGV�DQG�VHUYLFHV�SURYLGHG�E\�WKH�SXEOLF�VHFWRU� �x UHJXODWRU\�UHIRUP��OHJDO�UHIRUP��DQG�UHIRUP�RI�FLYLO�VHUYLFHV�WR�UHGXFH�WKH�DGPLQ LVWUDWLYH�EXUGHQ�RQ�WKH�SULYDWH�VHFWRU��VHFXUH�FRQWUDFWV�DQG�SURSHUW\�ULJKWV��DQG�SURPRWH�FRPSHWLWLRQ�� �x LPSURYHG�VXSHUYLVLRQ�DQG�SUXGHQWLDO�UHJXODWLRQ�RI�WKH�EDQNLQJ�V\VWHP��LQFUHDVHG�HQWU\�RI�IRUHLJQ�EDQNV��DQG�SULYDWL]DWLRQ�RI�VWDWH�EDQNV�WR�SURPRWH�FRPSHWLWLRQ�DQG�LQFUHDVH�HIILFLHQF\��DQG���x SHUKDSV�PRVW�GLIILFXOW��IRVWHULQJ�DPRQJ�WKH�FLYLO�VHUYLFHV�DQG�SROLWLFDO�HOLWHV�RI�WKH�UHJLRQ�WKH�FRQFHSW²ZLGHO\�KHOG�LQ�(DVW�$VLD²WKDW�HIIHFWLYH�SXEOLF�SULYDWH�SDUWQHUVKLSV�FDQ�EH�IRUJHG�WR�SURPRWH�UDSLG�JURZWK�ZKLOH�SUHVHUYLQJ�VRFLDO�HTXLW\���
)LJXUH�����5HIRUP�:LOO�%ULQJ�'RZQ�3RYHUW\�

��
��
���
����
��

���� ���� ���� ���� ���� ���� ���� ���� ����

:LWK�UHIRUP�VFHQDULR

:LWKRXW�UHIRUP�VFHQDULR
3URMHFWHG�QXPEHU�RI�SRRU��PLOOLRQV�

1RWH��3RRU�LV�GHILQHG�DV�DYHUDJH�VSHQGLQJ�RI�OHVV�WKDQ����GD\�DW������333��� �7KH�JURZWK�HODVWLFLW\�RI�SRYHUW\�XVHG�KHUH�LV���������:LWKRXW�UHIRUP��*'3�FDSLWD�JURZV�DW���������IRU�0(1$��:LWK�UHIRUP��*'3�FDSLWD�JURZV�DW�������6RXUFH� :RUOG�%DQN�GDWD���
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0RUH�WKDQ�RQH�PLOOLRQ�\RXQJ�SHRSOH�ZLOO�HQWHU�0(1$¶V�ODERU�PDUNHWV�QH[W�\HDU��3HUKDSV���������ZLOO�ILQG�MREV����������ZLOO�EH�XQHPSOR\HG²RQ�WRS�RI�WKH�PDQ\�PLOOLRQV�ZKR�DUH�D OUHDG\�ZLWKRXW�MREV²DQG�ZLWKRXW�PXFK�KRSH�IRU�WKH�IXWXUH��<HW�WKLV�LV�D�UHJLRQ�FORVH�WR�(XURSH��ZLWK�KXJH�KLVWRULFDO�DQG�QDWXUDO�WUHDVXUHV��DQG�ZLWK�DQ�DFWLYH�DQG�VNLOOHG�ODERU�IRUFH�DQG�FRPPHUFLDO�FODVV��$Q�HFRQRPLF�WUDQVIRUPDWLRQ�RI�WKH�0LGGOH�(DVW²OLNH�WKDW�ZKLFK�KDV�WDNHQ�SODFH�LQ�(DVW�$VLD²ZLOO�QRW�EH�HDV\��EXW�LW�LV�QRW�LPSRVVLEOH��3ROLWLFDO�FRPPLWPHQW�DQG�HFRQRPLF�RSHQLQJ²WR�WKH�ZRUOG�DQG�DPRQJ�WKH�FRXQWULHV�LQ�WKH�UHJLRQ²FDQ�DOWHU�WKH�SLFWXUH�DQG�OLQN�WKH�VKRUHV�RI�WKH�0HGLWHUUDQHDQ�LQWR�D�UHJLRQ�RI JURZWK��FRRSHUDWLRQ�DQG�KRSH��7KHUH�FDQ�EH�D�0LGGOH�(DVWHUQ�PLUDFOH��



(&(6�'/6���3DJH�1RYHPEHU�����

��

3DUW�,,(DVW�$VLDQ�3ROLF\�/HVVRQV��'LVFXVVLRQ�
)ROORZLQJ�KLV�SUHVHQWDWLRQ��3DJH�UHVSRQGHG�WR�TXHVWLRQV�DQG�UHPDUNV�IURP�KLV�DXGLHQFH��'LVFXVVDQWV�LQFOXGHG�6DLG�(O�1DJJDU�RI�WKH�1HZ�&LYLF�)RUXP��+XVVHLQ�(O�*DPDO�RI�WKH�6RFLDO�)XQG�IRU�'HYHORSPHQW��:HUQHU�3XVFKUD�RI�)ULHGULFK�(EHUW�6WLIWXQJ��+HED�+DQGRXVVD�RI�(FRQRPLF�5HVHDUFK�)RUXP��5DRXI�6DDG�IURP�WKH�(J\SWLDQ�0LQLVWU\�RI�)RUHLJQ�$IIDLUV��DQG�$EGHO�$]L]�+HJD]\�DQG�+DWHP�1LD]L�IURP�WKH�SULYDWH�VHFWRU���6HH�DSSHQGL[�IRU�D�FRPSOHWH�OLVW�RI�WKH�DWWHQGHHV���7KH�IROORZLQJ�LV�D�VXPPDU\�RI�WKH�GLVFXVVLRQ���3DUWLFLSDQW���2QH�FDQQRW�GLVDJUHH�DERXW�(J\SW¶V�QHHG�WR�LQFUHDVH�LQYHVWPHQW��VDYLQJV��DQG�SURGXFWLYLW\��DQG�WR�LPSURYH�WKH�HGXFDWLRQDO�V\VWHP��EXW�WKH�UHDO�LVVXH�LV�KRZ��,�DP�VNHSWLFDO�RI�JHQHUDOL]DWLRQV�DQG�DYHUDJHV�IRU�WKH�0LGGOH�(DVW��EHFDXVH�WKH�UHJLRQ�LV�YHU\�KHWHURJHQHRXV��7KH�ULJKW�SROLF\�SUHVFULSWLRQ�IRU�(J\SW�LV�GHILQLWHO\�QRW�ULJKW�IRU�6DXGL�$UDELD�RU�.XZDLW��DQG�LW�PD\�EH�GLIIHUHQW��D W�OHDVW�LQ�HPSKDVLV��IURP�WKH�ULJKW�SROLF\�IRU�0RURFFR�RU�7XQLVLD��7KH�PRVW�LPSRUWDQW�OHVVRQ�IURP�WKHVH�(DVW�$VLDQ�FRXQWULHV�LV�WKDW�WKH\�JUDVSHG�WKH�PHDQLQJ�DQG�LPSOLFDWLRQV�RI�WKH�JUHDW�RSSRUWXQLWLHV�RIIHUHG�E\�WKH�ZRUOG�HFRQRP\��EHIRUH�RWKHU�GHYHORSLQJ�FRXQWULHV�GLG��DQG�WKH\�IRUPHG�WKHLU�SROLFLHV�DFFRUGLQJO\� �� ,�WKLQN�WKUHH�SROLF\�SUHVFULSWLRQV�VKRXOG�WDNH�SULRULW\�DW�WKH�SUHVHQW�MXQFWXUH�LQ�(J\SW��)LUVW��ZH�PXVW�PRYH�IURP�DQ�LQZDUG�ORRNLQJ�VWUDWHJ\�WR�DQ�H[SRUW�RULHQWHG�VWUDWHJ\��7KLV�PHDQV�WR�UHPRYH�WKH�JUHDW�ELDV�WKDW�H[LVWV�KHUH�DJDLQVW�H[SRUW�LQGXVWULHV��DQG�WR�OLEHUDOL]H�RXU�WUDGH�SROLF\��ZKLFK�LV�VWLOO�KLJKO\�UHVWULFWLYH��6HFRQG��LI�ZH�DUH�VHULRXV�DERXW�PRYLQJ�WR�DQ�H[SRUW �RULHQWHG�VWUDWHJ\��ZH�VKRXOG�PRYH�TXLFNO\�DQG�ILUPO\�RQ�SULYDWL]DWLRQ��3XEOLF�VHFWRU�HQWHUSULVHV�FDQQRW�SHQHWUDWH�H[SRUW�PDUNHWV��7KH�WKLUG�SROLF\�SULRULW\�LV�RXU�DWWLWXGH�WRZDUGV�IRUHLJQ�LQYHVWPHQW��:H�PXVW�FRPH�WR�WHUPV�ZLWK�IRUHLJQ�LQYHVWPHQW�DQG�WKH�WUDQVQDWLRQDO�FRUSRUDWLRQ��2I�FRXUVH��WKH�ULJKW�PDFURHFRQRPLF�SROLF\�LV�WKH�IUDPHZRUN�IRU�WKHVH�SROLF\�SUHVFULSWLRQV��DQG�QRWKLQJ�VKRXOG�EH�VDFURVDQFW��QRW�HYHQ�WKH�H[FKDQJH�UDWH� �
6SHDNHU��,�DJUHH�ZLWK�\RX��%XW�ZLWKRXW�D�FOHDUO\�DUWLFXODWHG�VWUDWHJ\�WRZDUGV�VKDUHG�HFRQRPLF�JURZWK��DQG�D�FOHDU�UHDVRQ�IRU�WKH�JRYHUQPHQW�WR�EH�LQ�SRZH U��LW�LV�YHU\�GLIILFXOW�WR�PRELOL]H�SHRSOH�WR�DFW��2QH�RI�WKH�XQDQWLFLSDWHG�EHQHILWV�RI�WKH�0LGGOH�(DVW�SHDFH�SURFHVV�LV�WKDW�LW�IRUFHG�WKH�JRYHUQPHQWV�WR�WXUQ�WR�WKH�HFRQRPLF�GLPHQVLRQ�RI�WKH�DJHQGD��2QH�FHUWDLQO\�VHHV�LW�LQ�WKH�FDVH�RI�-RUGDQ��ZKHUH�WKH� NLQJ�LV�QRZ�SUHRFFXSLHG�ZLWK�WKH�SHDFH�GLYLGHQG²VRPHWKLQJ�ZKLFK�LQ�IDFW�PD\�EHQHILW�WKH�PDQ�LQ�WKH�VWUHHW��7KH�



(&(6�'/6���3DJH�1RYHPEHU�����

��

µQHZ¶�JRYHUQPHQW�LQ�(J\SW�LV�UHVSRQGLQJ�WR�WKH�QHHG�WR�SXW�HFRQRPLFV�PXFK�PRUH�WR�WKH�IURQW�RI�WKH�DJHQGD���� $OWKRXJK�RQH�VL]H�GRHVQ¶W�ILW�DOO��,�EHOLHYH�WKH�UHJLRQ�ZRXOG�EH�EHWWHU�RII�SXUVXLQJ�D�FHUWDLQ�GHVLUDEOH�VHW�RI�SROLFLHV��,�WKLQN�WKH�HGXFDWLRQ�V\VWHPV�LQ�PRVW�FRXQWULHV�RI�WKH�UHJLRQ�VXIIHU�IURP�WKH�VDPH�SUREOHPV��ZKLFK�DUH�EDVLFDOO\�ORZ�IHPDOH�HQUROOPHQW�UDWHV��ORZ�FRJQLWLYH�VNLOOV�LQ�SULP DU\�DQG�VHFRQGDU\�VFKRRO�FXUULFXOD��DQG�D�GHOLQNLQJ�RI�WKH�YRFDWLRQDO�V\VWHP�ZLWK�WKH�QHHGV�RI�WKH�SULYDWH�VHFWRU��VR�YRFDWLRQDO�JUDGXDWHV�GR�QRW�KDYH�WKH�VNLOOV�WR�FRPSHWH�LQ�MRE�PDUNHWV��3ULYDWL]DWLRQ�LV�DQ�LPSRUWDQW�LVVXH��DV�ZHOO��IRU�YLUWXDOO\�HYHU\�JRYHUQPHQW�LQ�WKH�UHJLRQ��HYHQ�WKRVH�WKDW�ZH�WKRXJKW�ZHUH�GRLQJ�ZHOO��OLNH�0RURFFR��+RZ�WR�VHW�XS�DQ�LQYHVWRU�IULHQGO\�HQYLURQPHQW�LV�DQRWKHU�LPSRUWDQW�LVVXH��WKRXJK�LW�PD\�GLIIHU�IURP�RQH�FRXQWU\�WR�DQRWKHU��,�ZDV�LQ�2PDQ�UHFHQWO\��ZKHUH�WKH�TXHVWLRQ�RI�XV LQJ�WKH�ZRUOG�HFRQRP\�LV�DV�LPSRUWDQW�DV�LW�LV�WR�(J\SW��EHFDXVH�WKH\�KDYH�WR�GLYHUVLI\�WKHLU�HFRQRP\�� �� ,�FRXOGQ¶W�DJUHH�PRUH�ZLWK�\RXU�SRLQW�DERXW�WUDGH�UHIRUP�LQ�(J\SW��:KHQ�ZH�WU\�WR�ILQG�RXW�ZK\�WKH�HFRQRPLHV�RI�(DVW�$VLD�KDYH�EHFRPH�VR�VXFFHVVIXO��RQ H�RI�WKH�UHFXUUHQW�DQVZHUV�LV�WKDW�WKH\�KDYH�EHHQ�YHU\�VXFFHVVIXO�EHFDXVH�PDQXIDFWXUHG�H[SRUWV�KDYH�IDFLOLWDWHG�WHFKQRORJ\�WUDQVIHU��$�ORW�RI�EX\HU�VHOOHU�UHODWLRQVKLSV�LQ�PDQXIDFWXULQJ�UHVXOW�LQ�WHFKQRORJ\�WUDQVIHU��+HQFH�WKHLU�LQGXVWULDO�VHFWRU�ZDV�DEOH� WR�DGDSW��� 6R�RQH�VKRXOG�SXVK�PDQXIDFWXUHG�H[SRUWV��%XW�LQ�(J\SW��QRQRLO�H[SRUWV��QRW�WR�PHQWLRQ�PDQXIDFWXUHG�H[SRUWV��KDYH�EDVLFDOO\�VWDJQDWHG�RYHU�WKH�ODVW����\HDUV��DQG�WKLV�SUREOHP�VKRXOG�EH�GHDOW�ZLWK�LPPHGLDWHO\��,Q�.RUHD��DQ�H[SRUWHU�LV�JXDUDQWHHG�F HUWDLQ�WKLQJV²QR�SUREOHPV�IURP�WKH�FXVWRPV��GXW\�IUHH�LPSRUWV�IRU�H[SRUW��GXW\�IUHH�LPSRUWV�RI�FDSLWDO�JRRGV��*RRGV�DUH�VKLSSHG�LQ�DQG�RXW�RQ�WLPH��DQG�QRERG\�VWDFNV�WKHP�LQ�WKH�EDFN�RI�D�ZDUHKRXVH�DQG�DVN�IRU�PRQH\�WR�UHOHDVH�WKHP��7KH\�KDYH�DFFHVV�WR�FUHGLW��SUHVKLSPHQW�ILQDQFH��HIIHFWLYH�SULYDWH�VHFWRU �RULHQWHG�LQYHVWPHQW��DQG�H[SRUW�SURPRWLRQ�DJHQFLHV��,�GRQ¶W�VHH�DQ\�FRXQWU\�LQ�WKH�UHJLRQ�ZLWK�DQ�H[SRUW�UHJLPH�OLNH�WKDW�RI�.RUHD��:H�DUH�WDONLQJ�DERXW�EDVLF�SXEOLF�DGPLQLVWUDWLYH�UHIRUP�DQG�WUDGH�SROLF\� UHIRUP��7KH�(XURSHDQ�8QLRQ�$JUHHPHQW�ZLOO�VHW�WKH�IUDPHZRUN��ZKLFK�KRSHIXOO\�ZLOO�EH�FUHGLEOH��VR�SHRSOH�ZLOO�EHOLHYH�WKDW�SURWHFWLRQ�ZLOO�HQG�ZLWKLQ�DERXW����\HDUV��1RZ�LV�WKH�WLPH�WR�VWDUW�VHWWLQJ�XS�PHFKDQLVPV�WR�DVVXUH�H[SRUWHUV�WKDW�WKH\�FDQ�EH�SDUW�R I�WKH�JDPH��� $QG�ILQDOO\��PDFUR�VWDELOLW\�LV�DEVROXWHO\�HVVHQWLDO��DQG²,�ZRQ¶W�VK\�DZD\�IURP�VD\LQJ�LW²WKH�H[FKDQJH�UDWH�LV�D�FULWLFDO�HOHPHQW�RI�WKDW��,I�WKHUH�DUH�LQGLFDWLRQV�WKDW�H[FKDQJH�UDWH�FKDQJHV�DUH�QHHGHG�EHFDXVH�RI�XQGHUO\LQJ�GLIIHUHQFHV�LQ�LQIODWLRQ��WKHQ�WKH�H[FKDQJH�UDWH�KDV�WR�EH�DGMXVWHG��2QH�RI�WKH�JUHDW�
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VXFFHVVHV�RI�(DVW�$VLD�KDV�EHHQ�WKH�DELOLW\�RI�WKH�JRYHUQPHQWV�WR�PDNH�WKH�QHFHVVDU\�DGMXVWPHQWV�LQ�D�WLPHO\�IDVKLRQ��VR�DV�WR�PDLQWDLQ�D�FRQVWDQW�UHDO�H[FKDQJH�ZKLFK�DOORZV�LQYHVWRUV�WR�PD NH�ORQJ�WHUP�LQYHVWPHQW�GHFLVLRQV���� 5DLVLQJ�LQYHVWPHQW�GHSHQGV�RQ�SURILWDELOLW\�DQG�SUHGLFWDELOLW\��ZKLFK�KDYH�WR�GR�ZLWK�WUDGH�UHIRUP��WKH�OHJDO�DQG�UHJXODWRU\�VWUXFWXUHV��WKH�SUHGLFWDELOLW\�RI�WKH�PDFUR�HQYLURQPHQW��(J\SW�KDV�GRQH�EHWWHU�RQ�WKH�PDFUR�HQYLURQPHQW�WKDQ�RQ�OHJDO�DQG�UHJXODWRU\�UHIRUP��,�WKLQN�LW�KDV�D�ZD\�WR�JR�RQ�SUHGLFWDELOLW\�RI�WKH�WUDGH�UHJLPH��
3DUWLFLSDQW���,�KDYH�WKUHH�SRLQWV��)LUVW��ZH�DOO�DJUHH�WKDW�EDVLF�HGXFDWLRQ�UHIRUP�LV�HVVHQWLDO��EXW�WKDW�ZLOO�WDNH�VRPH�WLPH��:H�FDQQRW�DIIRUG�WR�ZDLW�IRU�UHDO�FKDQJH�LQ�WKH�EDVLF�HGXFDWLRQ�V\VWHP�WR�KDYH�D�SRVLWLYH�LPSDFW�RQ�WKH�HFRQRP\��,�WKLQN�WKDW�WKH�JRYHUQPHQW�VKRXOG�LQWHUYHQH�XUJHQWO\�WR�HQKDQFH�YRFDWLRQDO�WUDLQLQJ��DQG�VKRXOG�SHUKDSV�PDNH�WUDLQLQJ�REOLJDWRU\�ZLWKLQ�LQGXVWU\�DQG�WKH�EXVLQ HVV�FRPPXQLW\��7KH�GXDO�V\VWHP�XVHG�LQ�*HUPDQ\�LV�EHLQJ�LQWURGXFHG�KHUH��EXW�YHU\�VORZO\��:LWK�RXU�SRSXODWLRQ�JURZWK²DQG�ZLWK����SHUFHQW�RI�RXU�SRSXODWLRQ�XQGHU����\HDUV�RI�DJH²ZH�FDQQRW�ZDLW�IRU�SURGXFWLYLW\�LPSURYHPHQW�WKURXJK�FKDQJLQJ�WKH�EDVLF�HGXFDWLRQDO�V\VWHP��%XVLQHVVHV�PXVW�KDYH�YLDEOH�WUDLQLQJ�FHQWHUV�FRQIRUPLQJ�WR�D�QDWLRQDO�VWDQGDUG�RI�TXDOLW\� �� 6RPH�LVVXHV�DULVH�DQG�EHFRPH�EX]]ZRUGV��VXFK�DV�%27��%XW�,�GRQ¶W�NQRZ�ZKHWKHU�WKH�LPSDFW�RI�%27�RQ�SURGXFWLYLW\��MRE�FUHDWLRQ�DQG�VXVWDLQDELOLW\�KDV�EHHQ�UHVHDUFKHG�SURSHUO\��,I�ZH�LQYHVW�D�ORW�LQ�%27��ZLOO�ZH�JHW�WKH�H[SHFWHG�LQFUHDVH�LQ�SURGXFWLYLW\"�$QRWKHU�LVVXH�LV�UHVHDUFK�DQG�GHYHORSPHQW²RYHU�WKH�ODVW����\HDUV��ZH�KDYH�JLYHQ�LW�OHVV�WKDQ������RU�������RI�RXU�EXGJHW��,�DP�QRW�VXJJHVWLQJ�WKDW�ZH�JHW�L QWR�EDVLF�UHVHDUFK��EXW�WKDW�ZH�KDYH�D�SROLF\�RQ�DSSOLHG�UHVHDUFK�DQG�GHYHORSPHQW��DQG�WKDW�QHZ�LQYHVWRUV�VKRXOG�PDNH�D�FRPPLWPHQW�WRZDUG�WKLV��0\�WKLUG�SRLQW�LV�DERXW�KHDOWK�FDUH��+HDOWK�PXVW�KDYH�DQ�LPSRUWDQW�SODFH�LQ�JRYHUQPHQW�SROLF\�LI�VWXGHQWV�DUH�WR �EHQHILW�IURP�HGXFDWLRQ�DQG�FRQWULEXWH�SRVLWLYHO\�WR�HFRQRPLF�JURZWK��
6SHDNHU� 6DGO\��UHIRUPLQJ�WKH�HGXFDWLRQDO�V\VWHP�ZLOO�RQO\�JLYH�UHVXOWV����\HDUV�IURP�QRZ��ZKLFK�GRHV�SXW�D�EXUGHQ�RQ�WKH�GHVLJQ�RI�PRUH�UDSLG�DQG�UHVSRQVLYH�YRFDWLRQDO�DQG�DGXOW�HGXFDW LRQ��+RZHYHU��WKH�:RUOG�%DQN�KDV�JHQHUDOO\�EHHQ�VNHSWLFDO�DERXW�WKHVH�VFKHPHV��SDUWO\�EHFDXVH�WKH�SURGXFWLYLW\�HQKDQFHPHQW�ZKLFK�FRPHV�IURP�YRFDWLRQDO�WUDLQLQJ�LV�QRW�HTXDO�WR�WKH�FRVW�RI�WKH�WUDLQLQJ��0\�SHUVRQDO�RSLQLRQ�LV�WKDW��DV�ORQJ�DV�WKHUH�LV�QR�KDUP�DQG�LW�LV�QRW�D�ZDVWHIXO�VFKHPH��YRFDWLRQDO�WUDLQLQJ�LV�DQ�LPSRUWDQW�ZD\�RI�PDNLQJ�VXUH�WKDW�ZRUNHUV�EHOLHYH�WKDW�WKH�JRYHUQPHQW�LV�WU\LQJ�WR�LQFOXGH�WKHP�LQ�WKH�
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UHIRUP�SURFHVV��%XW�LW�LV�LPSRUWDQW�WR�OLQN�SULYDWH�VHFWRU�GHPDQGV�ZLWK�WUDLQLQJ��2QH�RI�WK H�UHDVRQV�IRU�VXFFHVV�LQ�(DVW�$VLD�LV�WKDW�JRYHUQPHQW�VLPSO\�EURNHUHG�LQWHUDFWLRQV²SULYDWH�WUDLQHUV�ZLWK�VWXGHQWV²DQG�GLG�QRW�JHW�LQWR�SURYLGLQJ�YRFDWLRQDO�HGXFDWLRQ�LWVHOI��EHFDXVH�JRYHUQPHQWV�WHQG�WR�EH�EHKLQG�WKH�FXUYH�DQG�FDQ¶W�UHVSRQG�TXLFNO\�HQRXJK���� 2Q�WKH�LVVXH�RI�%27��,�VHH�SULYDWL]DWLRQ�DQG�%27�DV�EHORQJLQJ�WR�D�EURDG�VWUDWHJ\�WR�SXVK�H[SRUWV�LQWR�WKH�ZRUOG�HFRQRP\��7KH�VXFFHVVIXO�$VLDQ�HFRQRPLHV�KDYH�D�UDQJH�RI�KLJK �TXDOLW\��WUDGH�UHODWHG�VHUYLFHV�LQ�WUDQVSRUWDWLRQ��WHOHFRPPXQLFDWLRQV��HOHFWULFD O�SRZHU��DQG�SRUWV��3ULYDWH�SURYLGHUV�FDQ�EH�YHU\�XVHIXO�LQ�EULQJLQJ�VWDWH�RI�WKH�DUW�WHFKQRORJ\�DQG�JRRG�PDQDJHPHQW��6R�,�ZRXOG�VWDUW�ZLWK�WKH�WUDGH �UHODWHG�VHUYLFHV��HVSHFLDOO\�WHOHFRPPXQLFDWLRQV��*LYHQ�(J\SW¶V�SUR[LPLW\�WR�(XURSH��D�VROLG��KLJK �TXDOLW\�WHOHFRPPXQLFDWLRQ�FDSDFLW\�ZRXOG�HQKDQFH�LWV�FRPSDUDWLYH�DGYDQWDJH��,I�WKH�SXEOLF�VHFWRU�FDQQRW�DIIRUG�QHZ�WHFKQRORJ\��WKH�SULYDWH�VHFWRU��LQ�SDUWQHUVKLS�ZLWK�IRUHLJQ�LQYHVWRUV��PLJKW�EH�YHU\�HIIHFWLYH�LQ�DFKLHYLQJ�VRPH�SULYDWL]DWLRQ�DQG�RULHQWDWLRQ�WR�H[SRUWV��� ,�DJUHH�ZLWK�\RXU�FRPPHQWV�RQ�KHDOWK�FDUH��ZKLFK�EULQJV�XV�EDFN�WR�WKH�TXHVWLRQ�RI�KRZ�WR�LPSURYH�WKH�VLWXDWLRQ�ZLWK�OLPLWHG�UHVRXUFHV��7KH�SXEOLF�VHFWRU�LQ�(DVW�$VLD�LV�UHODWLYHO\�VPDOO�LQ�WHUPV�RI�H[SHQGLWXUH�WR�*'3��EXW�LW�LV�KLJKO\�IRFXVHG�RQ�WKLQJV�OLNH�HGXFDWLRQ�DQG�KHDOWK��7KDW�VXJJHVWLRQ�PD\�EH�LPSRUWDQW�IRU�(J\SW��DQG�DOVR�IRU�RWKHU�HFRQRPLHV�LQ�WKH�UHJLRQ��ZKHUH�WKH�SUREOHP�LV�TXLWH�VLPLODU��2QH�RI�WKH�SRVVLEOH�EHQHILWV�RI�JRYHUQPHQW�JHWWLQJ�RXW�RI�WKH�RSHUDWLRQ�RI�FRPPHUFLDO�HQWHUSULVHV�LV� WKH�LQFUHDVHG�FDSDELOLW\�WR�UHIRFXV�H[LVWLQJ�ILVFDO�UHVRXUFHV�RQ�HQKDQFLQJ�KHDOWK�DQG�HGXFDWLRQ��7KDW�LV�D�SROLF\�IHDW�WKDW�WKH�$VLDQ�SROLF\�PDNHUV�VHHP�WR�KDYH�PDVWHUHG�EHWWHU�WKDQ�DQ\RQH�HOVH�LQ�WKH�GHYHORSLQJ�ZRUOG��
3DUWLFLSDQW� :KDW�ZRXOG�KDYH�KDSSHQHG�WR�7DLZDQ¶V�PLUDFOH�LI�&KLQD�KDG�EHHQ�D�OLWWOH�PRUH�DJJUHVVLYH�ZLWK�LW"�(YHQ�LQ�D�FROG�SHDFH��UHVRXUFHV�DUH�VSHQW�RQ�WKH�PLOLWDU\��9LHWQDP��RI�FRXUVH��ZHQW�WKURXJK�D�ZDU�SHULRG��ZKLFK�VXEVLGHG²EXW�LPDJLQH�LI�WKH�WHQVLRQ�GLGQ¶W�VXEVLGH��2Q�DQRWKHU�PDWWHU ��,�DP�VXUH�\RX�UHFRJQL]H�WKDW�LQ�(J\SW��ZH�KDYH�WR�UHIRUP�RXU�MXGLFLDO�V\VWHP��+RZ�GLG�WKH�(DVW�$VLDQ�FRXQWULHV�VROYH�WKHLU�MXGLFLDO�SUREOHPV"�:H�KHDU�WKDW�VRPH�FRXQWULHV²OLNH�9LHWQDP²GR�QRW�KDYH�D�MXGLFLDO�V\VWHP�HYHQ�DV�VRSKLVWLFDWHG�DV�RXUV��
6SHDNHU� ,�KDYH�QR�H[SHUWLVH�RI�MXGLFLDO�V\VWHP�UHIRUPV�LQ�WKH�UHJLRQ��EXW�RQH�RI�WKH�WKLQJV�WKDW�VRPH�REVHUYHUV�RI�WKH�EXVLQHVV�FOLPDWH�KDYH�KLJKOLJKWHG�LQ�(DVW�$VLD�LV�FXOWXUH��SDUWLFXODUO\�DPRQJ�RYHUVHDV�&KLQHVH��/HJDO�FRQWUDFWV�DUH�QRW�QHDUO\�DV�LPSRUWDQW�DV�UH SXWDWLRQ��0DQ\�WUDQVDFWLRQV�FDUULHG�RXW�E\�WKH�
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&KLQHVH�EXVLQHVV�FRPPXQLW\�DUH�QRUPDOO\�GRQH�RQ�D�KDQGVKDNH�EDVLV��\HW�GRQ¶W�UHTXLUH�HODERUDWH�OHJDO�HQIRUFHPHQW��EHFDXVH�VRFLDO�HQIRUFHPHQW�LV�VXIILFLHQW��,I�\RX�IDLO�WR�FDUU\�RXW�D�FRQWUDFW��\RX�ORVH�\RXU�UHSXWDWLRQ�DQG�QRERG\�GRHV�EXVLQHVV�ZLWK�\RX��6R�SDUDOOHO�V\VWHPV�KDYH�GHYHORSHG�LQ�$VLD�WR�JHW�DURXQG�SUREOHPV�RI�OHJDO�VWUXFWXUHV��,�HVWLPDWH�WKDW�H[SHQGLWXUH�RQ�ODZ\HUV�LQ�(DVW�$VLD�LV�VXEVWDQWLDOO\�EHORZ�WKDW�HOVHZKHUH�LQ�WKH�ZRUOG��ZKLFK�LV�JRRG�QHZV�IRU�EXVLQHVV��� 2Q�WKH�TXHVWLRQ�RI�PLOLWDU\�H[SHQGLWXUH��LW�FXWV�ERWK�ZD\V��)RU�PXFK�RI�WKHLU�UDSLG�JURZWK�SHULRGV��.RUHD�DQG�7DLZDQ�KDG�H[WUHPHO\�ODUJH�PLOLWDU\�H[SHQGLWXUHV�EHFDXVH�ERWK�SHUFHLYHG�VHULRXV�H[WHUQDO�WKUHDWV��7KHUH�LV�QR�GRXEW�WKDW�LI�SROLWLFDO�VWDELOLW\�LQ�WKH�UHJLRQ�EHJLQV�WR�EUHDN�GRZQ�DQG�WKH�JRYHUQPHQWV�EHJLQ�WR�VSHQG�PRUH�RQ�WKH�PLOLWDU\��WKLV�ZRXOG�KDYH�D�GDPSHQLQJ�HIIHFW�RQ�JURZWK��%XW�RQH�PLJKW�QRW�PLQG�KDYLQJ�WR�ZRUU\�DERXW�WKH�UDWH�RI�JURZWK�IDOOLQJ²DV�LW�LV�SUHGLFWHG�LQ�6LQJDSRUH²IURP������WR�������:LWK�SROLWLFDO�WHQVLRQV��LW�PLJKW�IDOO�WR�����ZKLFK�ZRXOG�EH�D�GHHS�HFRQRPLF�FULVLV�IRU�WKH�6LQJDSRUHDQV��� ,I�WKH�SHDFH�SURFHVV�LQ�WKH�0(1$�UHJLRQ�LV�VXVWDLQHG��,�GRQ¶W�WKLQN�\RX�ZRXOG�TXLFNO\�VHH�D�UHGXFWLRQ�LQ�PLOLWDU\�H[SHQGLWXUH��EXW�\RX�ZLOO�VHH�DQ�LPSURYHG�LQYHVWPHQW�FOLPDWH��:H�KDYH�DOUHDG\�VHHQ�WKDW�LQ�WKH�FRQWH[W�RI�WKH�ODVW�WZR�HFRQRPLF�VXPPLWV��ZKLFK�RIIHUV�KRSH�WKDW�LI�WKH�SHDFH�SURFHVV�FRQWLQXHV�DQG�LV�IDLU�WR�DOO�SDUWLHV�FRQFHUQHG��WKH�SHUFHSWLRQV�WKDW�LQYHVWRUV�KDYH�RI�WKLV�UH JLRQ�ZLOO�LPSURYH��
3DUWLFLSDQW���2QH�WKLQJ�WKDW�VHWV�WKH�0LGGOH�(DVW�DSDUW�IURP�WKH�UHVW�RI�WKH�ZRUOG�LV�WKH�VL]H�RI�SHWUROHXP�UHVRXUFHV�DV�LQFRPH�WR�WKH�FRXQWULHV�DQG�JRYHUQPHQWV��UDWKHU�WKDQ�WKH�SULYDWH�VHFWRU��$OWKRXJK�RLO�LQFRPH�KDV�FRPH�GRZQ�FRQVLGHUDEO\��LW�LV�VWLOO�YHU\�ODUJH��ZKLFK�PHDQV�WKDW�JRYHUQPHQWV�RI�WKH�UHJLRQ�DUH�ULFK��,Q�WKH�FRQWH[W�RI�OLEHUDOL]DWLRQ��JOREDOL]DWLRQ��DQG�JLYLQJ�PRUH�ZHLJKW�WR�WKH�SULYDWH�VHFWRU��LW�VHHPV�WKDW�RQH�KDV�WR�FRQWLQXH�WR�SXW�D�ORW�RI�ZHLJKW�RQ�SXEOLF�LQYHVWPHQW�� ,W�LV�QRW�HDV\�IRU�WKH�JRYHUQPHQW�WR�FKDQQHO�UHVRXUFHV�GLUHFWO\�WR�WKH�SULYDWH�VHFWRU��2QH�KDV�WR�FRQVLGHU�UDWLRV��OLNH�SXEOLF�VHFWRU�LQYHVWPHQW�WR�*'3�RU�SXEOLF�VHFWRU�LQYHVWPHQW�WR�WRWDO�LQYHVWPHQW��EHFDXVH�WKHVH�FRXOG�FRQWLQXH�WR�EH�LPSRUWDQW�LQ�WKH�UHJLRQ��)RU�WKLV�UHDVRQ��,�ZRXOG�OLNH�WR�NQRZ�PRUH�DERXW�KRZ�FRXQWULHV�RI�WKLV�UHJLRQ�FRXOG�XVH�SXEOLF�UHVRXUFHV�PRUH�HIILFLHQWO\��$OVR��KRZ�FDQ�FRQWHVWV�EH�XVHG�VXFFHVVIXOO\�WR�SURPRWH�LQGXVWU\" �� )LQDOO\��,�WKLQN�WKDW�WKH�ILJXUHV�IRU�(J\SW�LQ�\RXU�FKDUW�RQ�SRYHUW\�DUH�XQXVXDOO\�ORZ��0RUHRYHU��SRYHUW\�KDV�ZRUVHQHG�LQ�WKH�ODVW�IHZ�\HDUV��UDWKHU�WKDQ�LPSURYHG� �
6SHDNHU��7KH�ILJXUHV�WKDW�,�ZDV�XVLQJ�DUH�WKH�RQHV�XVHG�E\�WKH�:RUOG�%DQN�WR�PDNH�LQWHUQDWLRQDO�FRPSDULVRQV��:KHQ�\RX�FRQVWUXFW�D�SRYHUW\�OLQH��\RX�FRQVWUXFW�LW�IRU�WKH�QDWLRQDO�HFRQRP\��:H�XVH�
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ILJXUHV�RQ�WKH�SURSRUWLRQ�RI�WKH�SRSXODWLRQ�OLYLQJ�RQ���GROODU�D�GD\�LQ�LQWHUQDWLRQDO�SXUFKDVLQJ�SRZHU��,�KDYH�QR�GRXEW�WKDW�LQ�DQ\�VSHFLILF�FRXQWU\��MXVW�DV�ZLWK�DQ\�QDWLRQDO�GDWD��LW�PD\�EH�ZURQJ�LQ�UHVSHFW�WR�OHYHOV�RU�WUHQGV��7KH�SRLQW�LV�WKDW�LQ�FRPSDULQJ�UHJLRQV��SRYHUW\�LQ�WKH�0LGGOH�(DVW�LV�ORZHU�WKDQ�LQ�RWKHU�SDUWV�RI�WKH�ZRUOG��7R�VD\�PRUH�DERXW�SRYHUW\�ZRXOG�UHTXLUH�D�ORW�RI�ZRUN�WKDW�,�FDQ¶W�GR�KHUH�� �� 3RYHUW\�LQ�WKH�0LGGOH�(DVW�KDV�EHHQ�EURXJKW�GRZQ�LQ�FRPSDULVRQ�WR�/DWLQ�$PHULFD�DQG�$IULFD��EHFDXVH�SHWUROHXP�LQFRPH�KDV�EHHQ�DFFUXLQJ�WR�JRYHUQPHQWV��DQG�EHFDXVH�RI�LQFRPH�WUDQVIHUV�EHWZHHQ�JRYHUQPHQWV�DQG�KRXVHKROGV��%XW�LV�WKH�FXUUHQW�V\VWHP�RI�VXSSRUW�VXVWDLQDEOH"�,�WKLQN�DOPRVW�HYHU\RQH�DJUHHV²SHUKDSV�ZLWK�GLIIHUHQFHV�LQ�HPSKDVLV²WKDW�LW�LV�QRW��1HLWKHU�RLO�SULFHV�QRU�WKH�JHQHUDWLRQ�RI�HPSOR\PHQW�FDQ�PDLQWDLQ�WKLV�WUDFN�UHFRUG��ZKLFK�LV�ZK\�LQ�(J\SW�WKHUH�KDV�EHHQ�FRQFHUQ�LQ�WKH�ODVW�IRXU�RU�ILYH�\HDUV�DERXW�DQ�LQFUHDVH�LQ�SRYHUW\� �� :KDW�FDQ�JRYHUQPHQW�GR"�,�WKLQN�LW�GLIIHUV�IURP�FRXQWU\�WR�FRXQWU\��$�ELJ�LVVXH�IDFLQJ�PRVW�*XOI�FRXQWULHV²6DXGL�$UDELD��.XZDLW��2PDQ²LV�KRZ�WR�SXW�VRPHWKLQJ�DVLGH�IRU�IXWXUH�JHQHUDWLRQV²QRW�ZKHWKHU�WR�LQYHVW�LQ�WKH�SXEOLF�RU�WKH�SULYDWH�VHFWRU��EXW�ZKHWKHU�WR�LQYHVW�QRZ�RU�ODW HU��7KHUH�LV�JURZLQJ�UHFRJQLWLRQ�WKDW�QDWLRQDO�VDYLQJ�IXQGV�KDYH�WR�EH�UHSOHQLVKHG��RWKHUZLVH�WKH\�DUH�HDWLQJ�XS�WKH�SURVSHULW\�RI�IXWXUH�JHQHUDWLRQV��)RU�FRXQWULHV�OLNH�(J\SW��7XQLVLD�DQG�0RURFFR��ZKLFK�DUH�QRW�GRPLQDQW�RLO�H[SRUWHUV��IXQGV�ZLOO�FRQWLQXH�WR�DFFUXH�WR�JRYHUQPHQW��EXW�WKHUH�DUH�PHFKDQLVPV�WR�FKRRVH��ZKHWKHU�WR�LQYHVW�LQ�WKH�SXEOLF�VHFWRU��RU�LQ�D�SRUWIROLR�RI�DVVHWV�DEURDG²ZKLFK�LV�ZKDW�WKH�6LQJDSRUHDQ�JRYHUQPHQW�GLG²RU�WR�FURZG�WKHP�LQWR�WKH�SULYDWH�VHFWRU��WKURXJK�WKH�ILQDQFLDO�V\VWHP��,�G RQ¶W�WKLQN�WKDW�EHFDXVH�\RX�KDYH�VXEVWDQWLDO�UHQWV�DFFUXLQJ�WR�WKH�SXEOLF�VHFWRU�WKDW�\RX�QHHG�WR�KDYH�ODUJH�SXEOLF�LQYHVWPHQWV��� +RZ�FDQ�\RX�XVH�FRQWHVWV"�,�HPSKDVL]H�WKH�H[SRUW�FRQWHVW�EHFDXVH�LW�LV�LPSRUWDQW�DQG�FDSDEOH�RI�EHLQJ�LPSOHPHQWHG��7KH�EHVW�FRQWHVW�IRU�(J\SW�LV�WKH�H[SRUW�FRQWHVW²D�YHU\�UXOH�EDVHG�FRQWHVW�ZKHUH�\RX�DUH�HQWLWOHG�WR�FHUWDLQ�EHQHILWV�LI�\RX�FDUU\�RXW�WKH�WUDQVDFWLRQ��7KH�UROH�RI�WKH�UHIHUHH ²WKH�JRYHUQPHQW²LV�WR�PDNH�VXUH�WKDW�\RX�JHW�WKHVH�EHQHILWV�LI�\RX�FRPSOHWH�WKH�H[SRUW�WUDQV DFWLRQ��2QH�RI�P\�/DWLQ�$PHULFDQ�IULHQGV�RQFH�VDLG��:H�KDYH�FRQWHVWV�DQG�UHZDUGV�LQ�$UJHQWLQD��EXW�WKHUH�DUH�QR�UXOHV�RU�UHIHUHHV��6R�WKH�SUREOHP�RI�UHIHUHHV�LV�QRW�XQLTXH�WR�(J\SW� �� ,�DP�IDU�PRUH�V\PSDWKHWLF�WKDQ�WKH�DYHUDJH�:RUOG�%DQNHU�LV�WR�WKH�.RUHDQ� DQG�-DSDQHVH�VW\OHV�RI�LQGXVWULDO�SROLFLHV��EXW�,�ILUPO\�EHOLHYH�WKDW�PXFK�RI�WKHLU�VXFFHVV�ZDV�GXH�WR�WKHLU�DELOLW\�WR�HPSKDVL]H�WKH�UROH�RI�WKH�FRQWHVW�DQG�WR�XVH�UHIHUHHV��,�DP�V\PSDWKHWLF�WRZDUGV�FDVHV�ZKHUH�WKHVH�NLQGV�RI�SROLF\�VXFFHHGHG��EXW�,�DP�VNHSWLFDO�RI�WKHP�LQ�RWKHU�FRQWH[WV�ZKHUH�WKRVH�FUXFLDO�HOHPHQWV�DUH�QRW�LQ�SODFH��7KH�86�JRYHUQPHQW�KDV�QRW�EHHQ�VR�JRRG�LQ�LPSOHPHQWLQJ�SHUIRUPDQFH �EDVHG�LQGXVWULDO�SROLFLHV�ZKHQ�LW�
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WULHG��<RX�PD\�UHPHPEHU�WKH�JUHDW�IDQIDUH�DERXW�KRZ�WKH�86$�ZRXOG�PDNH�WKH �FDU�RI�WKH���VW�&HQWXU\��DQG�LW�ZRXOG�EH�WKH�PDUULDJH�RI�WKH�86�VSDFH�SURJUDP�ZLWK�WKH�WKUHH�ELJ�DXWR�PDNHUV��7KH�DXWR�PDNHUV�TXLFNO\�GLVFRYHUHG�WKDW�WKH�UHIHUHHV�ZHUHQ¶W�YHU\�VWURQJ��VR�WKH\�FROOHFWHG�WKH�UHZDUGV�DQG�GLVDSSHDUHG��2QH�KDV�WR�EH�YHU\�FDUHIXO�LQ�GHVLJQLQJ�LQGXVWULDO�SROLFLHV�WR�HQIRUFH�WKH�UXOHV�RI�WKH�FRQWHVW�DQG�EH�VXUH�WKH\�DUH�VLPSOH�HQRXJK�IRU�HYHU\RQH�WR�IROORZ� �
3DUWLFLSDQW���,�ZRXOG�OLNH�WR�HODERUDWH�RQ�WZR�LVVXHV��2QH�LV�WKH�UROH�RI�WKH�JRYHUQPHQW��SDUWLFXODUO\�KRZ�LW�DIIHFWHG�WKH�HFRQRPLF�PLUDFOH�LQ�$VLD��LQ�WKH�DEVHQFH�RI�IXOO �IOHGJHG�GHPRFUDF\��ZLWK�QR�PXOWLSDUW\�V\VWHP��QR�UHDO�RSSRVLWLRQ��\HW�ZLWK�FXOWXUHV�DQG�WUDGLWLRQV�ZKLFK�KHOSHG�OHDG�WR�D�NLQG�RI�VRFLDO�SDFW�EHWZHHQ�WKH�VWDWH�DQG�WKH�SHRSOH��6HFRQG��\RX�DGYLVH�XV�WR�XVH�WKH� ZRUOG�HFRQRP\��DQG�KHUH�,�WKLQN�ZH�PXVW�GLVWLQJXLVK�EHWZHHQ�WKH�SUH�:72�ZRUOG�DQG�SRVW�:72��3ULRU�WR�WKH�:72��,�WKLQN�WKH�$VLDQ�FRXQWULHV�ZHUH�DEOH�WR�EHQHILW�IURP�WKH�OD[��IOH[LEOH�DWPRVSKHUH��DQG�H[SRUW�DV�PXFK�DV�WKH\�ZDQWHG��1RERG\�NHSW�DVNLQJ�WKHP�WR�RSHQ�WKHLU�PDUNHWV�HTXDOO\��$OVR��WHFKQRORJ\�SULRU�DQG�SRVW�:72�LV�WRWDOO\�GLIIHUHQW��,Q�WKH�SDVW�\RX�FRXOG�VWHDO�DQG�H[SORLW�RWKHUV¶�WHFKQRORJ\��EXW�QRZ�ZH�DUH�ZRUNLQJ�ZLWK�WLJKWHU�GLVFLSOLQH��
6SHDNHU��7KH�TXHVWLRQ�RI�ZKHWKHU�\RX�QHHG�DXWKRULWDULDQ�RU�GHPRFUDWLF�JRYHUQPHQW�WR�SXUVXH�HFRQRPLF�UHIRUP�LV�SDUW�RI�DQ�RQJRLQJ�GHEDWH�DPRQJ�SROLWLFDO�VFLHQWLVWV� DQG HFRQRPLVWV��)RU�HDFK�FDVH�ZKHUH�DQ�DXWKRULWDULDQ�JRYHUQPHQW�SURPRWHG�JURZWK��\RX�FDQ�FLWH�RQH�WKDW�GLG�QRW��VXFK�DV�0REXWR�LQ�=DLUH��7KHUH�ZDV�D�WRWDOLWDULDQ�UHJLPH�WKDW�GLGQ¶W�DFKLHYH�JURZWK��,�WKLQN�RQH�RI�WKH�FKDUDFWHULVWLFV�RI�DXWKRULWDULDQ�$VLDQ�JRYHUQPHQWV�WKDW�KHOSHG�WKHP�VXFFHHG�ZDV�WKH�IDFW�WKDW�WKH\�GHOHJDWHG�SRZHU�WR�LPSRUWDQW�JURXSV�LQ�VRFLHW\��HVSHFLDOO\�WR�FLYLO�VHUYDQWV��,Q�.RUHD��6LQJDSRU H��7DLZDQ��DQG�WR�D�OHVVHU�H[WHQW�LQ�7KDLODQG��JRYHUQPHQWV�DOORZHG�SHRSOH�WR�PDNH�GHFLVLRQV�LQ�PDQDJLQJ�WKH�PDFURHFRQRP\��IUHH�IURP�SROLWLFDO�LQIOXHQFH��7KH\�VDLG�ZH�ZLOO�GHIHQG�\RX�DV�ORQJ�DV�\RX�GR�D�JRRG�MRE��9HU\�IHZ�JRYHUQPHQWV�LQ�WKH�ZRUOG�KDYH�EHHQ�ZLOOLQJ�WR�GR�WKDW��GHPRFUDWLF�RU�QRW� �� 7KH�FUXFLDO�TXHVWLRQ�WR�PH��DW�OHDVW�LQ�WKH�HDUO\�VWDJHV�RI�GHYHORSPHQW��LV�QRW�VR�PXFK�ZKHWKHU�GHPRFUDWLF�IRUPV�DUH�IROORZHG�DW�WKH�SROLWLFDO�OHYHO��DV�ZKHWKHU�RU�QRW�JRYHUQPHQWV�DUH�JHQXLQHO\�ZLOOLQJ�WR�JLYH�XS�VRPH�RI�WKHLU�SRZHUV�LQ�WKH�HFRQRPLF�VSKHUH�DQG�DOORZ�GHFHQWUDOL]HG�GHFLVLRQ�PDNLQJ��,�KDYH�VHHQ��IRU�H[DPSOH�LQ�/DWLQ�$PHULFD��GHPRFUDWLFDOO\�HOHFWHG�JRYHUQPHQWV�WKDW�UHIXVHG�WR�JLYH�XS�DQ\�GHFLVLRQ�PDNLQJ�SRZHUV�DQG�WKDW�VWUDQJOHG�HFRQRPLF�JURZWK��$QG�,�KDYH�VHHQ�WRWDOLWDULDQ�JRYHUQPHQWV�LQ�$VLD�WKDW�KDYH�JLYHQ�XS�GHFLVLRQ�PDNLQJ�SRZHUV�WR�WKH�EHQHILW�RI�JURZWK��/RRNLQJ�DW�(J\SW�IURP�WKH�HFRQRPLF�OHYHO�UDWKHU�WKDQ�WKH�SROLWLFDO�OHYHO��DV�ORQJ�DV�WKH�JRYHUQPHQW�LV�XQZLOOLQJ�WR�GHOHJDWH�GHFLVLRQ �
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PDNLQJ�UHVSRQVLELOLW\�EH\RQG�WKH�JRYHUQPHQW��HYHQ�LI�LW�HOHFWV�D�QHZ�JRYHUQPHQW�ZLWK�QHZ�DFWRUV��PRUH�GHPRFUDWLF�IRUPV�DQG�SURFHVVHV�ZLOO�VWLOO�QRW�DFKLHYH�YHU\�PXFK�IRU�JURZWK��,I�\RX�DUH�ZLOOLQJ�WR�PDNH�WKDW�NLQG�RI�GHOHJDWLRQ��LW�PLJKW�EH�JRRG�IRU�JURZWK�ZLWKRXW�WKH� FRQVHTXHQW�FKDQJH�LQ�WKH�GHPRFUDWLF�VWUXFWXUH��%XW�WKHUH�DUH�PDQ\�YLHZV�RQ�WKLV²LW�LV�D�SHUVRQDO�RSLQLRQ��� $VLDQ�YDOXHV�DUH�D�IDVFLQDWLQJ�VXEMHFW��$W�RQH�WLPH��0D[�:HEHU�VDLG�WKDW�&KLQD�ZRXOG�QHYHU�GHYHORS�EHFDXVH�&RQIXFLDQLVP�LV�FRPSOHWHO\�EDG�IRU�HFRQRPL F�JURZWK�DQG�PRGHUQLVP��1RZ�HYHU\ZKHUH�,�JR�,�KHDU�SHRSOH�VD\LQJ�WKDW�WKH�UHDVRQ�(DVW�$VLD�LV�GRLQJ�VR�ZHOO�LV�EHFDXVH�RI�&RQIXFLDQ�YDOXHV��:HUH�WKH�SHRSOH�LQ�WKH�SDVW²ZDV�0D[�:HEHU²FRQIXVHG��RU�DUH�SHRSOH�FRQIXVHG�QRZ"�� 7KDW�LV�QRW�WR�GHQLJUDWH�WKH�LPSRUWDQFH�RI�FXOWXUH�DQG�KLVWRU\²WKH\�DUH�YHU\�LPSRUWDQW²ZKLFK�EULQJV�XV�WR�WKH�TXHVWLRQ��&DQ�\RX�GR�WKLQJV�WRGD\�LQ�WKH�ZRUOG�RI�WKH�:72�WKDW�\RX�FRXOGQ¶W�KDYH�GRQH�LQ�WKH�SDVW��RU�YLFH�YHUVD"�:KLOH�,�WKLQN�WKDW�FXOWXUH�DQG�KLVWRU\�VHW�WKH�FRQWH[W�LQ�ZKLFK�GHF LVLRQV�DUH�PDGH��UHPHPEHU�WKDW�1RUWK�DQG�6RXWK�.RUHD�KDG�H[DFWO\�WKH�VDPH�FXOWXUDO�LGHQWLW\��7KH\�KDG��XQWLO�WKH�SDVW����\HDUV��D�FRPPRQ�KLVWRU\��1R�RQH�ZRXOG�DUJXH�WKDW�1RUWK�.RUHD�DQG�6RXWK�.RUHD�KDYH�KDG�WKH�VDPH�HFRQRPLF�VXFFHVV��VR�WKH�FKRLFHV�WKDW�RQH�PDNHV�ZLWKLQ�WKH�FRQWH[W�RI�FXOWXUH�DQG�KLVWRU\�DUH�DOVR�YHU\�LPSRUWDQW��� ,�GRQ¶W�WKLQN�WKDW�DQ\�SDUW�RI�WKH�ZRUOG�LV�QHFHVVDULO\�FRQGHPQHG�WR�JHQHUDWH�OHVV�JURZWK�EHFDXVH�WKH\�GRQ¶W�IROORZ�$VLDQ�YDOXHV��7KH�FKRLFHV�ZLWKLQ�WKH�FXOWXUDO�FRQWH[W²WKH�NLQG�RI�SROLFLHV�DQG�KRZ�WKH\�DUH�LPSOHPHQWHG²DUH�YHU\�LPSRUWDQW��0DOD\VLD��D�YHU\�VXFFHVVIXO�,VODPLF�FRXQWU\�LQ�$VLD��KDV�DFKLHYHG�YHU\�UDSLG�JURZWK�UDWHV��6R�LW�LV�QRW�LQFRQFHLYDEOH�WKDW�RQH�ZRXOG�VHH�LQVWLWXWLRQV�DGDSWHG�WR�WKH�0LGGOH�(DVW�ZKLFK�ZRXOG�KDYH�VRPH�HOHPHQWV�RI�WKH�$VLDQ�VWRU\��\HW�ZRXOG�ORRN�WRWDOO\�XQOLNH�WKH�RQHV�LQ�$VLD��EHFDXVH�WKH\�FDPH�RXW�RI�GLIIHUHQW�FXOWXUHV�DQG�KLVWRULFDO�FRQWH[WV� �� ,Q�WHUPV�RI�OHDUQLQJ�KRZ�WR�EH�HIIHFWLYH�LQ�WKH�ZRUOG�HFRQRP\�DQG�D�:72 �IULHQGO\�HQYLURQPHQW��ZH�VKRXOG�ORRN�DJDLQ�WR�WKH�HPHUJLQJ�HFRQRPLHV�LQ�6RXWKHDVW�$VLD��7KH�WUDGH�UHJLPHV�IDFLQJ�.RUHD��7DLZDQ��+RQJ�.RQJ�DQG�6LQJDSRUH�ZHUH�EDVLFDOO\�:72�XQIULHQGO\²DQG�YHU\�GLIIHUHQW�IURP�WKRVH�RQH�VHHV�WRGD\�IDFLQJ�,QGRQHVLD��0DOD\VLD��7KDLODQG��9LHWQDP�RU�&KLQD��7KRVH�I RONV�DUH�GHDOLQJ�ZLWK�D�ZRUOG�HFRQRP\�ZKHUH�WKH�UXOHV�KDYH�FKDQJHG��DQG�WKH\�DUH�GHDOLQJ�ZLWK�LW�TXLWH�VXFFHVVIXOO\��2QH�RI�WKH�WKLQJV�WKH\�DUH�GRLQJ�LV�JLYLQJ�H[WUHPHO\�IRFXVHG�VXSSRUW�WR�WKH�H[SRUW�FRPPXQLW\��7KDW¶V�RQH�RI�WKH�NH\�HOHPHQWV�RI�WKH�VXFFHVVHV�RI�,QGRQHVLD��DQG�0DOD\VLD��WR�WKH�H[WHQW�WKDW�ZKHQ�WKH�SUHVLGHQW�RI�,QGRQHVLD�EHFDPH�IUXVWUDWHG�ZLWK�KLV�FXVWRPV�VHUYLFH��KH�UHSODFHG�WKHP�ZLWK�D�IRUHLJQ�SULYDWH�RSHUDWRU�IRU�ILYH�\HDUV�WR�PDNH�WKH�FXVWRPV�UHJLPH�ZRUN�HIIHFWLYHO\�IRU�WKH�H[SRUW�FRPPXQL W\��,W�LV�WKDW�NLQG�RI�
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LQWHUYHQWLRQ�LQ�6RXWKHDVW�$VLD�ZKLFK�VHHP�WR�PH�WR�JXLGH�WKHLU�GHVLUH�WR�FRQIRUP�WR�WKH�ZRUOG�WUDGH�V\VWHP��7KH\�UHDOO\�ZDQWHG�WR�EH�DJJUHVVLYH�LQ�PRYLQJ�LQWR�H[SRUW�PDUNHWV�DQG�XVLQJ�WKH�RSSRUWXQLWLHV�DYDLODEOH��� 0\�RYHUDOO�IHHOLQJ�LV�WKDW�WKH�(XURSHDQ�DJUHHPHQWV�LQ�WKHPVHOYHV�ZRQ¶W�GR�YHU\�PXFK�IRU�WKLV�UHJLRQ²LW�GHSHQGV�RQ�ZKDW�WKH�JRYHUQPHQWV�ZLOO�PDNH�RI�WKHP��DQG�WKDW�LV�GHSHQGHQW�RQ�ZKDW�VHW�RI�SROLFLHV�\RX�EXLOG�DURXQG�WKHVH�DJUHHPHQWV�WR�HQKDQFH�PDUNHW�DFFHVV��6RPH�RI�P\�FROO HDJXHV�ORRN�DW�WKH�ZRUOG�WUDGLQJ�V\VWHP�DQG�DUJXH�WKDW�WKH�:72�LV�DFWXDOO\�JRRG�IRU�WKH�GHYHORSLQJ�FRXQWULHV��7KH�WUDGH�HQYLURQPHQW�IRU�.RUHD��-DSDQ�DQG�7DLZDQ�ZDV�DFWXDOO\�PXFK�PRUH�KRVWLOH�LQ�WKH�VL[WLHV�DQG�VHYHQWLHV�WKDQ�LW�LV�WRGD\�IRU�D�FRXQWU\�WU\LQJ�WR�JHW�LQWR�WKH�ZRUOG�HFRQRP\��
3DUWLFLSDQW��,�ILQG�\RXU�DQDO\VLV�TXLWH�LOOXPLQDWLQJ�DERXW�WKH�FRQGLWLRQV�RI�WKH�(DVW�$VLDQ�PLUDFOH��DQG�DOVR�DERXW�KRZ�WR�DSSO\�VRPH�RI�WKH�OHVVRQV�IURP�(DVW�$VLD�WR�WKLV�UHJLRQ��:KDW�,�HVSHFLDOO\�OLNH�LV�\RXU�FRPELQDWLRQ�RI�HFRQRPLF�DQDO\VLV�DQG�SROLWLFDO�HFRQRPLF�FRQVLGHUDWLRQV��7KHVH�DUH�YHU\�LPSRUWDQW�LQGHHG��,�WKLQN�RQH�RI�WKH�PDMRU�IDFWRUV�RI�VXFFHVV�LQ�(DVW�$VLD�LV�WKDW�JRYHUQPHQW�DVVXPHG�WKH�OHDGLQJ�UROH�LQ�SURPRWLQJ�HFRQRPLF�GHYHORSPHQW��,Q�.RUHD��ZKHQ�WKH�PLOLWDU\ �UHJLPH�WRRN�RYHU�LQ�������WKH�PLOLWDU\�JHQHUDO�GLGQ¶W�XQGHUVWDQG�DQ\WKLQJ�DERXW�HFRQRPLFV��EXW�KH�VDLG�KH�ZDQWHG�� �GLJLW�JURZWK�IRU�WKH�FRXQWU\��DQG�KH�ZDQWHG�WKH�FLYLO�VHUYDQWV�DQG�WHFKQRFUDWV�WR�GR�HYHU\WKLQJ�SRVVLEOH�WR�DFKLHYH�LW��+H�YLVLWHG�FRPSDQLHV�HDFK�ZHHN��DQG�SUL]HV�DQG�UHZDUGV�ZHUH�JLYHQ�WR�WKH�EHVW�SHUIRUPHUV�HDFK�PRQWK��DQG�VR�RQ��7KH�JRYHUQPHQW�DOVR�GHYHORSHG�WKH�VWDWLVWLFDO�V\VWHP�QHHGHG�WR�NHHS�WUDFN�RI�WKH�DFKLHYHPHQWV���� 2Q�WKH�LVVXH�RI�VDYLQJV��,�WKLQN�\RX�ZHUH�ULJKW�ZKHQ�\RX�VDLG�JURZWK�OHG�VDYLQJV��<RX�DOVR�VDLG�ZH�GRQ¶W�NQRZ�ZKDW�PDNHV�SHRSOH�VDYH�PRUH��%XW�WKDW�LV�DQ�LPSRUWDQW�TXHVWLRQ��,Q�.RUHD��UHDO�LQFRPHV�LQFUHDVHG�IRU�WKUHH�GHFDGHV�XQLQWHUUXSWHGO\��7KDW�PHDQV�WKDW�SHRSOH�HDFK�\HDU�KDG�KLJKHU�LQFRPH��DQG�WKH\�JRW�XVHG�WR�LW�DIWHU�VRPH�WLPH�DQG�EHOLHYHG�WKDW�HDFK�\HDU�WKH\�ZRXOG�KDYH�PRUH�LQFRPH��%XW�WKH\�GLGQ¶W�FRQVXPH�PRUH��DQG�WKH�PDUJLQDO�VDYLQJ�UDWH�LQFUHDVHG��,�GRQ¶W�WKLQN�LW�ZDV�WKH�LQWHUHVW�UDWH�SROLF\�EHFDXVH�LQWHUHVW�RQ�VDYLQJV�ZDV�PRVWO\�QHJDWLYH�LQ�UHDO�WHUPV��2Q�WKH�RW KHU�KDQG��WKHUH�ZHUH�YHU\�UHVWULFWLYH�FRQVXPSWLRQ�SROLFLHV��VXFK�DV�WKH�H[FKDQJH�UDWH��ZKLFK�ZDV�XQGHUYDOXHG��VR�SHRSOH�GLGQ¶W�FRQVXPH�PXFK�LQ�WHUPV�RI�LPSRUWV��7KH�.RUHDQV�ZHUH�QRW�DOORZHG�WR�WUDYHO�DEURDG�ZLWKRXW�SHUPLWV��WKH\�ZHUH�QRW�DOORZHG�WR�RZQ�FDUV�XQWLO�WKH�ODWH�HLJKWLHV��&RQVXPSWLRQ�ZDV�UHDOO\�UHVWULFWHG��,V�WKLV�IHDVLEOH�IRU�WKLV�UHJLRQ��ZKLFK�KDV�FRPSOHWHO\�GLIIHUHQW�FRQVXPSWLRQ�SDWWHUQV"�%HVLGH�WKH�UHVWULFWLRQ�HOHPHQWV��WKHUH�ZHUH�DOVR�SRVLWLYH�HOHPHQWV�WR�LQFUHDVH�VDYLQJV��,�WKLQN�RQH�LPSRUWD QW�HOHPHQW�LV�WKH�VRFLDO�VHFXULW\�V\VWHP��HVSHFLDOO\�WKH�SHQVLRQ�V\VWHP��EDVHG�RQ�FDSLWDO�DFFXPXODWLRQ��7KDW�UHDOO\�PDGH�SHRSOH�VDYH�LQ�
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RUGHU�WR�KDYH�VRPHWKLQJ�IRU�WKHLU�ROG�DJH��HVSHFLDOO\�LQ�WLPHV�RI�UDSLG�LQGXVWULDOL]DWLRQ�DQG�XUEDQL]DWLRQ�ZKHQ�WUDGLWLRQDO�UXUDO�OLQNV�EUHDN�GRZQ��� ,�ZRXOG�UHDOO\�EH�LQWHUHVWHG�LQ�NQRZLQJ�ZKDW�NLQGV�RI�VDYLQJ�SROLFLHV�\RX�ZRXOG�UHFRPPHQG�IRU�WKLV�UHJLRQ��,�ZRXOG�OLNH�DOVR�WR�FRPPHQW�RQ�WKH�LVVXH�RI�JRYHUQPHQW��<RX�PD\�QRW�QHHG�D�WRWDOLWDULDQ�JRYHUQPHQW��EXW�\RX�QHHG�D�VWURQJ�JRYHUQPHQW��%XW�ZKDW�FRQVWLWXWHV�D�VWURQJ�JRYHUQPHQW"�7ZR�HOHPHQWV��OHJLWLPDF\�DQG�SDUWLFLSDWLRQ��DV�\RX�VDLG��7KDW�PHDQV�WKDW�HYHQ�ZKHQ�ZH�ORRN�DW�WKH�(DVW�$VLDQ�SROLWLFDO�WHUPV��ZH�ILQG�WKH�JRYHUQPHQWV�ZHUH�VXUSULVLQJO\�RSHQ��DQG�OHJLWLPL]HG�WKHPVHOYH V�WKURXJK�VRFLDO�GHYHORSPHQW�DQG�HFRQRPLF�VXFFHVV��7KH\�GLGQ¶W�QHJOHFW�WKH�VRFLDO�VLGH��ZKLFK�LV�VR�LPSRUWDQW��7KHUH�ZHUH�PHDQV�DQG�FKDQQHOV�RI�SDUWLFLSDWLRQ��VR�WKH�LQWHUDFWLRQ�EHWZHHQ�WKH�JRYHUQPHQW�DQG�WKH�VRFLHW\�ZDV�WKHUH��7KH�JRYHUQPHQW�ZDV�QRW�UHVWU LFWHG�DV�RQH�PD\�WKLQN�ZKHQ�ZH�ORRN�DW�WKH�PLOLWDU\�DQG�WRWDOLWDULDQ�FKDUDFWHUV���
6SHDNHU��,�ZRXOG�UHDOO\�OLNH�WR�FRPPHQW�RQ�\RXU�TXHVWLRQ�DERXW�ZKDW�VDYLQJ�SROLF\�WR�DGRSW��,�DJUHH�ZLWK�\RX�IXOO\²WKLV�FRPHV�EDFN�WR�WKH�TXHVWLRQ�RI�FXOWXUH�DQG�KLVWRU\��,�GRQ¶W�EHOLHYH�WKDW�VRPH�RI�WKH�PRUH�UHVWULFWLYH�WRROV�XVHG�E\�WKH�-DSDQHVH�DQG�.RUHDQ�JRYHUQPHQWV�IRU�UHVWULFWLQJ�FRQVXPHU�EHKDYLRU�WDUJHWLQJ�ZRXOG�ZRUN�LQ�$UDE�VRFLHWLHV�DQG�FHUWDLQO\�QRW�LQ�(J\SW��6R�ZKHUH�ZRXOG�\RX�VWDUW"�$V�\RX�VD\��,�WKLQN�VRPH�RI�WKH�LQVWLWXWLRQDO�PHFKDQLVPV�JRYHUQPHQWV�GHYHORSHG�WR�WDNH�VDYLQJV�ZKLFK�ZHUH�LQ�WKH�HFRQRP\��EXW�QRW�LQ�WKH�IRUPDO�ILQDQFLDO�VHFWRU��DQG�WR�JHW�WKHP�LQWR�WKH�ILQDQFLDO�VHFWRU��DUH�YHU\�LPSRUWDQW��)RU�(J\SW��,�FHUWDLQO\�ORRN�DW�WKH�TXHVWLRQ�RI�UXUDO�VDYLQJV��, �VXVSHFW�WKDW�WKHUH�DUH�IDU�PRUH�VDYLQJV�LQ�WKH�UXUDO�HFRQRP\�WKDQ�DUH�JHWWLQJ�LQWR�WKH�ILQDQFLDO�V\VWHP��DQG�WKDW�LV�LQ�SDUW�EHFDXVH�RI�WKH�WUDQVDFWLRQ�FRVWV�RI�JHWWLQJ�WR�WKH�EDQN�DQG�PDNLQJ�GHSRVLWV��:H�NQRZ�WKDW�-DSDQ��7DLZDQ�DQG�HYHQ�6RXWKHDVW�$VLDQ�FRXQWULHV�XVHG�VXFK�WKLQJV�DV�SRVWDO�VDYLQJ�V\VWHPV��WKH�UHJXODWRU\�DXWKRULWLHV¶�SRZHUV�WR�HQFRXUDJH�EUDQFK�EDQNLQJ��DQG�RWKHU�WKLQJV��WR�WUDQVIRUP�QRQILQDQFLDO�VDYLQJV�WR�ILQDQFLDO�VDYLQJV��DQG�LQFUHDVH�HIILFLHQF\��� ,�DJUHH�ZLWK�\RX�WKDW�WKH�LQWHUHVW�UDWH�SROLF\�LV�QRW�WKH�NH\��$OO�WKH�HYLGHQFH�ZH�KDYH�VXJJHVWV�WKDW�RQFH�\RX�DFKLHYH�SRVLWLYH�UHDO�LQWHUHVW�UDWHV�RQ�GHSRVLWV��WKH�UHVSRQVH�RI�GHSRVLWV�WR�IXUWKHU�LQFUHDVHV�LV�QRW�WHUULEO\�ODUJH��7KDW�VXJJHVWV�WKDW�RQH�KDV�WR�ORRN�WR�RWKHU�PHDQV� �� )LQDOO\²WR�JR�EDFN�WR�RQH�RI�WKH�RWKHU�TXHVWLRQV�WKDW�ZDV�DVNHG²LW�DOVR�KDV�WR�GR�ZLWK�GHPRJUDSKLFV��7KH�UDSLG�GHPRJUDSKLF�WUDQVLWLRQ�LQ�$VLD�ZDV�RQH�RI�WKH�WKLQJV�WKDW�FDXVHG�D�EXEEOH�LQ�VDYLQJV�EHFDXVH�RI�WKH�FKDQJH�LQ�DJH�SURILOH��+RXVHKROG�IRUPDWLRQ�LQFUHDVHG�YHU\�U DSLGO\�DQG�WKHQ�FDPH�



(&(6�'/6���3DJH�1RYHPEHU�����

��

WR�D�KDOW��6R�IRU�D�SHULRG��WKHUH�ZDV�DQ�LQFUHDVH�LQ�WKH�QXPEHU�RI�KRXVHKROGV� DQG VDYLQJV��,�DJUHH�WKDW�WKH�ERWWRP�OLQH�LV�WKDW�LI�\RX�JHW�JURZWK�JRLQJ�DW���RU����SHU�\HDU��\RX�ZLOO�VHH�VDYLQJV�FRPLQJ�XS� �� 7KH�ILQDO�HOHPHQW�ZRXOG�EH�SXEOLF�VHFWRU�VDYLQJV��,�WKLQN�SXEOLF�VHFWRU�VDYLQJV�IRU�WKH�0LGGOH�(DVW��DQG�DOVR�IRU�/DWLQ�$PHULFD��DUH�JRLQJ�WR�EH�YHU\�LPSRUWDQW�GXULQJ�WKH�QH[W����\HDUV��,QFUHDVLQJ�SXEOLF�VDYLQJV��ZKLFK�LQ�D�VHQVH�PHDQV�UHGXFLQJ�SXEOLF�H[SHQGLWXUH��FDQ�EH�YHU\�EHQHILFL DO�LQ�WKH�VKRUW�UXQ��:KHQ�\RX�QHHG�WR�KDYH�PRUH�VDYLQJV�LQ�WKH�HFRQRP\��EXW�\RX�GRQ¶W�KDYH�WKH�PHGLXP �WHUP�PHFKDQLVPV�LQ�SODFH�WR�UDLVH�WKHP�LQ�WKH�KRXVHKROGV��\RX�UDLVH�WKHP�LQ�WKH�SXEOLF�VHFWRU��$JDLQ��WKDW�LV�ZKDW�RQH�GRHV�ZLWK�SULYDWL]DWLRQ��FXWWLQJ�RII�EXGJHWDU\�VXSSRUW�WR�SXEOLF�HQWHUSULVHV��
3DUWLFLSDQW���,�ZRXOG�OLNH�\RX�WR�FRPPHQW�RQ�SRSXODWLRQ�JURZWK�DQG�LWV�HIIHFW�RQ�LQFRPH�GLVWULEXWLRQ�DQG�HFRQRPLF�JURZWK��EHFDXVH�WKLV�LV�GHILQLWHO\�D�SUREOHP�LQ�(J\SW��:H�KDYH�����RU���PLOOLRQ�FLYLO�VHUYDQWV�LQ�WKH�JRYHUQPHQW�DORQH��DQG�VRPH�VWXGLHV�VD\�WKH�ILJXUH�RQ�SRYHUW\�LV�QRW�OHVV�WKDQ������$OVR��ZKHUH�GLG�(DVW�$VLD�SXW�SULRULW\"�6KRXOG�ZH�JLYH�SULRULW\�WR�LQ �KRXVH�UHIRUP��RU�WR�IROORZLQJ�LQWHUQDWLRQDO�LQVWLWXWLRQV��DQG�JDLQLQJ�GLUHFW�IRUHLJQ�LQYHVWPHQWV�DQG �WKH�VXSSRUW�RI�WKH�LQWHUQDWLRQDO�FRPPXQLW\"�6SHDNHU� 3RSXODWLRQ�JURZWK�LV�LQYDULDEO\�JRLQJ�WR�OLPLW�\RXU�SHU�FDSLWD�LQFRPH�LQFUHDVHV��,W�LV�MXVW�D�VLPSOH�IDFW��7KH�GHPRJUDSKLF�WUDQVIRUPDWLRQ�LQ�(DVW�$VLD�ZDV�YHU\�UDSLG��WR�WKH�H[WHQW�WKDW�QRZ�WKH\�ZRUU\�DERXW�GHSRSXODWLRQ�DV�LQ�WKH�2(&'�FRXQWULHV��,W�LV��DJDLQ��FXOWXUH�DQG�KLVWRU\��,W�LV�PRUH�GLIILFXOW�WR�WKLQN�DERXW�HIIHFWLYH�SURJUDPV�WR�PDQDJH�SRSXODWLRQ�JURZWK�LQ�WKLV�UHJLRQ��WKDQ�LW�ZDV�LQ�$VLD��EXW�LW�FHUWDLQO\�VKRXOG�EH�D�PDMRU�HOHPHQW�IRU�WKH�JRYHU QPHQWV�LQ�WKH�UHJLRQ��� ,V�LQ�KRXVH�UHIRUP�PRUH�LPSRUWDQW�WKDQ�WKH�VXSSRUW�RI�WKH�LQWHUQDWLRQDO�FRPPXQLW\"�,�WKLQN�\HV��DEVROXWHO\��7KH�FULWLFDO�GHFLVLRQ�SRLQW�IRU�.RUHDQ�HFRQRPLF�SROLF\�ZDV�UHDOL]LQJ�WKDW�WKH\�KDG�WR�DGDSW�WR�WKH�SURSRVHG�UHGXFWLRQ�LQ�86�DLG��2QH�RI�WKH�WKLQJV�WKDW�FRQFHUQHG�PH�LQ�RXU�GLVFXVVLRQ�ODVW�ZHHN�DERXW�WKH�(XURSHDQ�0HGLWHUUDQHDQ�DJUHHPHQW�ZDV�WKDW�WR�VRPH�H[WHQW��,�VHQVH�D�SROLF\�SHUVSHFWLYH�LQ�WKH�JRYHUQPHQW�KHUH�ZKLFK�VD\V�ZHOO��WKHVH�DJUHHPHQWV�DUH�YHU\�ZHOO���EXW�WKH�FHQWUDO�EH QHILW�WR�EH�JRWWHQ�IURP�WKHP�LV�LQFUHDVHG�DLG�IORZV��,�ZRXOG�UDWKHU�VHH�SHRSOH�VD\��WKH�FHQWUDO�EHQHILW�WKDW�ZH�ZLOO�JHW�IURP�WKLV�LV�WKH�FKDQFH�WR�FKDQJH�RXUVHOYHV��DQG�WKH�DLG�IORZV�DUH�LFLQJ�RQ�WKH�FDNH��7KH�DLG�IORZV�PD\�PDNH�LW�SRVVLEOH�WR�FKDQJH�LQ�DQ�HDVLHU�IDVKLRQ��EXW�LI�PD[LPL]LQJ�DLG�IORZV�EHFRPHV�WKH�REMHFWLYH��WKHQ�,�WKLQN�WKH�FHQWUDO�EHQHILW�RI�WKH�DJUHHPHQW�LV�ORVW��,�WKLQN�WKH�OHVVRQ�IURP�(DVW�$VLD�LV�YHU\�FOHDU��,W�ZDV�KRPH �FRRNHG�HFRQRPLF�UHIRUP��DQG�DJDLQ��EHFDXVH�WKH\�KDYH�EHHQ�DGHSW�PDQ DJHUV��WKH\�PDQDJHG�WKH�LQWHUQDWLRQDO�FRPPXQLW\�WR�WKHLU�EHQHILW�RQFH�WKH\�IRUPHG�WKHLU�YLHZV�RI�ZKDW�WKH\�ZDQW�WR�DFKLHYH��,W�LVQ¶W�WKDW�WKH\�PDQDJHG�WKHLU�GRPHVWLF�UHIRUP�SURFHVV�IRU�WKH�EHQHILW�RI�WKH�LQWHUQDWLRQDO�FRPPXQLW\��
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7KH�VKLIWV�LQ�WKH�ZRUNLQJ�SRSXODWLRQ�DUH�IDFLOLWDWHG�E\�KRZ�ZHOO�WKH�ODERU�PDUNHW�ZRUNV��$QG�ODERU�PDUNHWV�LQ�(DVW�$VLD�ZRUNHG�YHU\�ZHOO��EHFDXVH�WKH\�ZHUH�YHU\�IOH[LEOH��,�WKLQN�ZH�DUH�VWDUWLQJ�WR�VHH�D�VRPHZKDW�PRUH�FDUHIXO�DSSURDFK�RQ�WKH�SDUW�RI�$VLDQ�JRYHUQPHQWV�WR�SURWHFWLQJ� �WKH�ULJKWV�RI�ZRUNHUV�LQ�FHUWDLQ�DFWLYLWLHV��ZKLFK�EULQJV�WKHP�FORVHU�WR�2(&'�QRUPV��DW�OHDVW�1RUWK�$PHULFDQ�QRUPV��+RSHIXOO\��LQ�0(1$��ZH�VHH�D�UHFRJQLWLRQ�WKDW�JRYHUQPHQWV�ZHQW�WRR�IDU�LQ�WKH�RWKHU�GLUHFWLRQ��7KH\�VSHQW�WRR�PXFK�HIIRUW�SURWHFWLQJ�WKH�ULJKWV�RI�ZRUNHUV��DQG�IRUJRW�DERXW�WKH�HPSOR\HUV�ZKR�KDYH�WR�PDNH�KLULQJ�GHFLVLRQV��(YHQ�LI�RQH�ZDV�VXFFHVVIXO�LQ�HQFRXUDJLQJ�WKH�JURZWK�RI�QRQ�RLO�H[SRUWV�LQ�WKH�SULYDWH�VHFWRU��ZKHWKHU�RU�QRW�WKDW�EHQHILW�WUDQVIHUV�WR�WKH�ZKROH�HFRQRP\�GHSHQGV�RQ�KRZ�IOH[ LEOH�WKH�ODERU�PDUNHW�LV��KRZ�HDV\�LW�LV�IRU�SHRSOH�WR�PRYH�IURP�RQH�RFFXSDWLRQ�WR�DQRWKHU��5LJKW�QRZ�LQ�(J\SW��ZH�DUH�GHDOLQJ�ZLWK�WZR�GLVWLQFW�ODERU�PDUNHWV��RQH�LQ�WKH�SULYDWH�VHFWRU�DQG�RQH�LQ�WKH�SXEOLF�VHFWRU��0\�JXHVV�LV�WKDW�QRW�PXFK�VSLOORYHU�ZLOO�WDNH�SODFH�IURP�WKH�SULYDWH�VHFWRU�WR�WKH�SXEOLF�VHFWRU��0D\EH�TXLWH�D�ELW�RI�ODERU�LV�PRYLQJ�LQ�WKH�RSSRVLWH�GLUHFWLRQ��EXW�DOO�RI�WKHVH�LVVXHV�DUH�FRPLQJ�WR�WKH�IRUHIURQW�QRZ��7KH�VXFFHVV�RI�EHJLQQLQJ�WR�RSHQ�XS�WKH�HFRQRP\�LV�LQ�PHHWLQJ�WKRVH�FKDOOHQJH V���
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$SSHQGL[�/LVW�RI�$WWHQGHHV�
1DGLD�$EGHO�$]LP��8QGHUVHFUHWDU\��0LQLVWU\�RI�(FRQRP\��*RXGD�$EGHO�.KDOHN�� 3URIHVVRU��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH��&DLUR�8QLYHUVLW\ ��0RVWDID�$EG�(O�/DWLI�� (FRQRPLVW��(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��(&(6� ��0DPGRXK�%DGU�(O�'LQ�� &KDLUPDQ��7LFR�%DGU��$GHO�%LVKDL�� &KDLUPDQ��(FRQRPLFV�'HSW���$PHULFDQ�8QLYHUVLW\�LQ�&DLUR ��3DXO�&ODUN�� &RQVXOWDQW��3DXO�'HXVWHU�� $VVRFLDWH�'LUHFWRU��2IILFH�RI�(FRQRPLF�$QDO\VLV�	�3ROLF\��86$,'�&DLUR�0LVVLRQ ��:LOOHP�(UUHQV�� 6RFLDO�)XQG�IRU�'HYHORSPHQW��$KPHG�(]]�� &KDLUPDQ��&HUDPLFD�(O�-DZKDUD ��+LVKDP�)DKP\�� 'HSXW\�'LUHFWRU�	�'LUHFWRU�RI�$GPLQLVWUDWLRQ��&RPPXQLFDWLRQ�	�)LQDQFH��(&(6 ��+DOD�)DUHV�� (FRQRPLVW��(&(6��0DL�)DULG�� 5HVHDUFK�$VVLVWDQW��(&(6��1DJXL�(O�)D\RXPL�� $GYLVRU�	�6SHFLDO�$VVLVWDQW�WR�$VVRFLDWH�'LUHFWRU�IRU�7UDGH�	�,QYHVWPHQW��86$,'�&DLUR�0LVVLRQ ��
$KPHG�*DODO�
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([HFXWLYH�'LUHFWRU�	�'LUHFWRU�RI�5HVHDUFK��(&(6 ��+XVVHLQ�(O�*DPDO�� 3URJUDP�2IILFHU��6RFLDO�)XQG�IRU�'HYHORSPHQW ��0DLVD�(O�*DPDO�� 3URJUDP�2IILFHU��(FRQRPLF�5HVHDUFK�)RUXP��6DPLD�*XLUJXLV�� $VVLVWDQW�WR�5HVLGHQW�5HSUHVHQWDWLYH��81'3��+HED�+DQGRXVVD�� 0DQDJLQJ�'LUHFWRU��(FRQRPLF�5HVHDUFK�)RUXP��$EGHO�$]L]�+HJD]\�� $EGHO�$]L]�+HJD]L�	�&R��$FFRXQWLQJ�	�0DQDJHPHQW�&RQVXOWDQWV��&DLUR ��7DKHU�+HOP\�� (&(6�%RDUG�&KDLUPDQ��DQG�3DUWQHU ��%DNHU�	�0F.HQ]LH�/DZ�)LUP��+DOD�(O�.KDPLVVL�� 5HVHDUFK�$QDO\VW��(&(6��$KPHG�2VPDQ�(O�.KRO\�� ,'&��6DPLU�.RUD\HP�� &RQVXOWDQW��5RELQ�/DPE�� +HDG�RI�3ROLWLFDO�	�(FRQRPLF�6HFWLRQ��(PEDVV\�RI�WKH�8QLWHG�.LQJGRP ��3DWULFH�/RUG�� (GLWRU�	�3XEOLFDWLRQV�&RRUGLQDWRU��(&(6��$VKUDI�0DKPRXG�� 6HQLRU�9LFH�3UHVLGHQW��$O�$KO\�IRU�'HYHORSPHQW�	�,QYHVWPHQW��&DLUR ��0DKPRXG�0RKLHOGLQ�� 6HQLRU�(FRQRPLVW��(&(6��DQG�3URIHVVRU�RI�(FRQRPLFV��&DLUR�8QLYHUVLW\ ��-XGLWK�0RUV\�� 7HFKQLFDO�$VVLVWDQW�IRU�6HFWRU�3ROLF\�5HIRUP��86$,'�&DLUR�0LVVLR Q�+DWHP�1LD]L�0RXVWDID�� &KDLUPDQ��1LPRV�*URXS�
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6DLG�(O�1DJJDU�� 3UHVLGHQW��1HZ�&LYLF�)RUXP��:HUQHU�3XVFKUD�� 5HVLGHQW�5HSUHVHQWDWLYH��)ULHGULFK�(EHUW�6WLIWXQJ��$PDO�5LIDDW�� (FRQRPLVW��(&(6��5DRXI�6DDG�� 'HSXW\�$VVLVWDQW�WR�WKH�0LQLVWHU�RI�)RUHLJQ�$IIDLUV ��7KRPDV�6FKHEHQ�� 'LUHFWRU��.RQUDG�$GHQDXHU�)RXQGDWLRQ��1DELO�(O�6KDIHL�� +HDG�RI�(FRQRPLF�8QLW��1DWLRQDO�&HQWHU�IRU�0LGGOH�(DVW�6WXGLHV ��<RXVVHI�(O�6KDUQRXEL�� %RDUG�0HPEHU��8QLWHG�(QJLQHHUV��<DVVHU�6REKL���� -RXUQDOLVW��(FRQRPLF�6HFWLRQ��$O�$KUDP��$UYLQG�6XEUDPDQLDQ�� 5HVLGHQW�5HSUHVHQWDWLYH��,QWHUQDWLRQDO�0RQHWDU\�)XQG��&DLUR ��+DG\�7DUUDE�� *HQHUDO�0DQDJHU�	�2ZQHU��&DUOLQ�0LGGOH�(DVW�&R� ��
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