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5HIHUHQFHV ��$SSHQGL[����&URVV�FRXQWU\�*URZWK�(TXDWLRQ ��3DUW�,,� 7KH�5RDG�$KHDG�IRU�(J\SW��9DULDWLRQV�RQ�D�7KHPH
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$%287�7+(�63($.(5-())5(<�6$&+6'LUHFWRU��+DUYDUG�,QVWLWXWH�IRU�,QWHUQDWLRQDO�'HYHORSPHQW

-HIIUH\�6DFKV�ZDV�FLWHG�E\�7KH�1HZ�<RUN�7LPHV�0DJD]LQH DV��SUREDEO\�WKH�PRVW�LPSRUWDQW�HFRQRPLVW�LQ�WKH�ZRUOG���7LPH PDJD]LQH�FDOOHG�KLP��WKH�ZRUOG
V�EHVW�NQRZQ�HFRQRPLVW��6DFKV�UHFHLYHG�KLV�%$��0$�DQG�3K�'��IURP�+DUYDUG�8QLYHUVLW\��DQG�VXEVHTXHQWO\�MRLQHG�WKH�+DUYDUG�IDFXOW\��EHFRPLQJ�D�IXOO�SURIHVVRU�LQ�������,Q�DGGLWLRQ�WR�KLV�DFDGHPLF�ZRUN��KH�VHUYHV�DV�DQ�HFRQRPLF�DGYLVRU�WR�VHYHUDO�JRYHUQPHQWV�LQ�/DWLQ�$PHULFD��(DVWHUQ�(XURSH��WKH�IRUPHU�6RYLHW�UHSXEOLFV��DQG�$VLD��,Q�WKH�ODWH�����V��KH�DGYLVHG�WKH�JRYHUQPHQWV�RI�%ROLYLD��$UJHQWLQD��%UD]LO��(FXDGRU�DQG�9HQH]XHOD�RQ�ILQDQFLDO�UHIRUPV��$V�DQ�DGYLVRU�WR�WKH�SUHVLGHQW�RI�%ROLYLD��6DFKV�KHOSHG�GHVLJQ�DQG�LPSOHPHQW�RQH�RI�WKH�PRVW�HIIHFWLYH�VWDELOL]DWLRQ�SURJUDPV�ZKLFK�UHGXFHG�%ROLYLD
V�DQQXDO�LQIODWLRQ�UDWH�IURP��������SHUFHQW�WR����SHUFHQW��DQG�FXW�WKH�FRPPHUFLDO�EDQN�GHEW�LQ�KDOI�$PRQJ�KLV�DFFRPSOLVKPHQWV�LQ�WKH�(DVWHUQ�(XURSHDQ�DUHQD��6DFKV�ZDV�DQ�HFRQRPLF�DGYLVRU�WR�3RODQG
V�6ROLGDULW\�PRYHPHQW�DQG�ODWHU�WR�3RODQG
V�ILUVW�SRVW�FRPPXQLVW�JRYHUQPHQW��,Q�WKH�HDUO\�����V��KH�OHG�D�WHDP�RI�DGYLVRUV�IRU�5XVVLDQ�3UHVLGHQW�%RULV�<HOWVLQ�RQ�PDFURHFRQRPLF�VWDELOL]DWLRQ��SULYDWL]DWLRQ��PDUNHW�OLEHUDOL]DWLRQ��DQG�ILQDQFH��+H�KDV�DOVR�DGYLVHG�WKH�6ORYHQH��(VWRQLDQ��DQG�0RQJROLDQ�JRYHUQPHQWV�6DFKV�KDV�SXEOLVKHG�GR]HQV�RI�VFKRODUO\�DUWLFOHV��DQG�FRQWULEXWHV�WR�VHYHUDO�LQWHUQDWLRQDO�SXEOLFDWLRQV��+LV�SXEOLVKHG�ERRNV�LQFOXGH�WKH�WH[WERRN0DFURHFRQRPLFV�LQ�WKH�*OREDO�(FRQRP\�DQG 3RODQG
V�-XPS�WR�WKH�0DUNHW�(FRQRP\� +H�KDV�UHFHLYHG�PDQ\�DZDUGV�DQG�KRQRUV��DQG�LV�D�PHPEHU�RI�WKH�%URRNLQJV�3DQHO�2I�(FRQRPLVWV�DQG�WKH�%RDUG�RI�$GYLVRUV�RI�WKH�&RQJUHVVLRQDO�%XGJHW�2IILFH��+LV�FXUUHQW�UHVHDUFK�LQWHUHVWV�LQFOXGH�WKH��WUDQVLWLRQ��HFRQRPLHV�RI�(DVWHUQ�(XURSH�DQG�WKH�IRUPHU�6RYLHW�UHSXEOLFV��WKH�LQWHUQDWLRQDO�GHEW�FULVLV��DQG�PDFURHFRQRPLF�SROLF\�
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3DUW�,
$FKLHYLQJ�5DSLG�*URZWK��7KH�5RDG�$KHDG�IRU�(J\SW

����,QWURGXFWLRQ
(J\SW¶V�SHUIRUPDQFH�LQ�WKH�SDVW����\HDUV�LQ�UDLVLQJ�OLYLQJ�VWDQGDUGV�KDV�EHHQ�LQDGHTXDWH��DQG�KDV�ODJJHG�EHKLQG�PDQ\�RWKHU�GHYHORSLQJ�FRXQWULHV��7DEOH���VKRZV�D�FRPSDULVRQ�RI�(J\SW¶V�HFRQRPLF�SHUIRUPDQFH�ZLWK�WKDW�RI�VHYHQ�9HU\�)DVW�*URZLQJ�(FRQRPLHV��9)*(V���:H�VHH�WKDW�(J\SW¶V�HFRQRPLF�SHUIRUPDQFH�KDV�IDOOHQ�VKRUW�RI�WKH�9)*(V�QRW�RQO\�LQ�WKH�JURZWK�RI�SHU�FDSLWD�JURVV�GRPHVWLF�SURGXFW��*'3���EXW�DOVR�LQ�RWKHU�PHDVXUHV�RI�KXPDQ�GHYHORSPHQW�VXFK�DV�OLWHUDF\��OLIH�H[SHFWDQF\��DQG�LQIDQW�PRUWDOLW\�UDWHV��3HU�FDSLWD�JURZWK�LQ�WKH�����V�KDV�EHHQ�HYHQ�PRUH�GLVDSSRLQWLQJ�WKDQ�LQGLFDWHG�E\�WKH�WDEOH��5HFHQW�HVWLPDWHV�E\�WKH�,0)��������VXJJHVW�WKDW�(J\SW¶V�SHU�FDSLWD�*'3�KDV�GHFOLQHG�E\�DURXQG���SHUFHQW�EHWZHHQ������DQG�������,W�LV�QRZ�ZLGHO\�XQGHUVWRRG�WKDW�(J\SW¶V�UHODWLYHO\�SRRU�HFRQRPLF�SHUIRUPDQFH�LV�UHODWHG�SULPDULO\�WR�WKH�FKRLFH�RI�HFRQRPLF�VWUDWHJ\�IROORZHG�VLQFH�WKH������(J\SWLDQ�5HYROXWLRQ��7KH�VWUDWHJ\��ZKLFK�PD\�EH�FDOOHG�6WDWH�/HG�,QGXVWULDOL]DWLRQ��6/,���ZDV�EDVHG�RQ�KLJK�SURWHFWLRQLVP��SODQQLQJ��DQG�GHWDLOHG�GRPHVWLF�UHJXODWLRQ�RI�WKH�HFRQRP\��1RW�RQO\�GLG�6/,�IDLO�WR�GHOLYHU�WKH�JRRGV�LQ�SXUHO\�HFRQRPLF�WHUPV��EXW�LW�DOVR�FRQWULEXWHG�WR�ZLGHVSUHDG�DGPLQLVWUDWLYH�LQHIILFLHQF\��7KHVH�SURIRXQG�IDLOXUHV�RI�6/,�FDQ�EH�QRWHG�WKURXJKRXW�WKH�GHYHORSLQJ�ZRUOG��DQG�KDYH�SURPSWHG�GR]HQV�RI�JRYHUQPHQWV�WR�XQGHUWDNH�IXQGDPHQWDO�UHIRUPV�RI�HFRQRPLF�VWUDWHJ\�$IWHU�D�TXDUWHU�FHQWXU\�RI�KLJK�JURZWK�LQ�(DVW�$VLD��D�GHFDGH�RU�PRUH�RI�UDSLG�JURZWK�LQ�RWKHU�GHYHORSLQJ�FRXQWULHV�VXFK�DV�&KLOH�DQG�0DXULWLXV��DQG�D�PXOWLWXGH�RI�VWXGLHV�RQ�FRPSDUDWLYH�HFRQRPLF�JURZWK��WKH�URRWV�RI�UDSLG�HFRQRPLF�JURZWK�DUH�IDLUO\�FOHDU��7KLV�
��77KKHH ,,00)) �������������� 77DDEEOOHH $$���� SS�� �������� UUHHFFRRUUGGVV WWKKHH IIRROOOORRZZLLQQJJ SSHHUUFFHHQQWWDDJJHH JJUURRZZWWKK UUDDWWHHVV RRII UUHHDDOO **''33�� ���������� �������� ���������� ������������������ �������� ���������� �������� ���������� �������� 33RRSSXXOODDWWLLRRQQ JJUURRZZWWKK LLVV HHVVWWLLPPDDWWHHGG DDWW ������ SSHHUUFFHHQQWW SSHHUU \\HHDDUU��
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SDSHU�VXPPDUL]HV�WKH�OHVVRQV�IURP�WKH�IDVW�JURZLQJ�HFRQRPLHV��DQG�DSSOLHV�D�FURVV�FRXQWU\�HFRQRPHWULF�DQDO\VLV�WR�H[DPLQH�(J\SW¶V�HFRQRPLF�SRWHQWLDO�XQGHU�DOWHUQDWLYH�SROLF\�FKRLFHV�LQ�WKH�IXWXUH��7KH�PDLQ�FRQFOXVLRQ�LV�WKDW�(J\SW�FDQ�H[SHFW�SHU�FDSLWD�HFRQRPLF�JURZWK�RI�D�PHUH�����SHUFHQW�SHU�\HDU�XQGHU�D�FRQWLQXDWLRQ�RI�FXUUHQW�SROLFLHV��ZKLFK�KDYH�SDUWLDOO\�UHIRUPHG��EXW�QRW�HQGHG��WKH�6/,�V\VWHP���EXW�FRXOG�UDLVH�WKH�RYHUDOO�SHU�FDSLWD�JURZWK�UDWH�WR�DV�PXFK�DV�����SHUFHQW�SHU�\HDU�XQGHU�H[WHQVLYH�PDUNHW�UHIRUPV��$Q�LQFUHDVH�LQ�SHU�FDSLWD�DQQXDO�JURZWK�IURP�����WR�����SHUFHQW�SHU�\HDU�ZRXOG�OHDG�WR�D�FXPXODWLYH�����SHUFHQW�LQFUHDVH�LQ�SHU�FDSLWD�*'3�DIWHU����\HDUV��ZKLFK�LV�PRUH�WKDQ�GRXEOH�WKH�SHU�FDSLWD�*'3�IURP�WKH�FXUUHQW�WUDMHFWRU\�
7DEOH����5DWHV�RI�*URZWK�DQG�6RFLDO�,QGLFDWRUV�RI�(J\SW�DQG�6HOHFWHG�)DVW�JURZLQJ�(FRQRPLHV*13�SHU�FDSLWD /LIH�H[SHFWDQF\ ,QIDQW�PRUWDOLW\ $GXOW�OLWHUDF\&RXQWU\ DQQXDO�JURZWK� DW�ELUWK��\HDUV� SHU�������ELUWKV UDWH������� ���� ���� ���� ���� ���� ����&KLOH ��� �� �� ��� �� �� ��+RQJ�.RQJ ��� �� �� �� � QD QD,QGRQHVLD ��� �� �� ��� �� �� ��.RUHD ��� �� �� �� �� �� ��0DOD\VLD ��� �� �� �� �� �� ��6LQJDSRUH ��� �� �� �� � QD QD7KDLODQG ��� �� �� ��� �� �� ��(J\SW ��� �� �� ��� �� �� ��6RXUFH��8QLWHG�1DWLRQV��+XPDQ�'HYHORSPHQW�5HSRUW�������DQG������DQG�:RUOG�'HYHORSPHQW�5HSRUW �����

����7KH�/HJDF\�RI�(J\SWLDQ�6RFLDOLVP
$IWHU�WKH�5HYROXWLRQ�RI�������(J\SW�JUDGXDOO\�EHFDPH�RQH�RI�WKH�PDQ\�GHYHORSLQJ�FRXQWULHV�WKDW�DGRSWHG�WKH�HFRQRPLF�VWUDWHJ\�RI�6/,��7KLV�FRPELQDWLRQ�RI�SROLFLHV�EHFDPH�WKH�IDYRUHG�VWUDWHJ\�RI�SRVW�FRORQLDO�FRXQWULHV�DURXQG�WKH�ZRUOG��HYHQ�WKH�ORQJ�LQGHSHQGHQW�GHYHORSLQJ�FRXQWULHV�RI�/DWLQ�$PHULFD��6/,�ZDV�DGRSWHG�LQ�RQH�YDULDQW�RU�DQRWKHU�LQ�PRVW�RI�WKH�GHYHORSLQJ�ZRUOG��LQFOXGLQJ�(J\SW�XQGHU�1DVVHU��,QGLD�XQGHU�
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1HKUX��,QGRQHVLD�XQGHU�6XKDUWR��7DQ]DQLD�XQGHU�1\HUHUH��$UJHQWLQD�XQGHU�3HURQ��DQG�%UD]LO�XQGHU�*HWXOLR�9DUJDV��0RVW�RI�WKHVH�FRXQWULHV�LGHQWLILHG�WKHLU�SROLFLHV�DV�VRFLDOLVW��EXW�QRW�DV�0DU[LVW�/HQLQLVW��,QGHHG��WKH�6/,�SROLFLHV�ZHUH�RIWHQ�H[SOLFLWO\�LGHQWLILHG�DV�D�WKLUG�RSWLRQ�EHWZHHQ�WKH�FDSLWDOLVW�ILUVW�ZRUOG�DQG�WKH�FRPPXQLVW�VHFRQG�ZRUOG��$QRWKHU�FRXSOH�RI�GR]HQ�FRXQWULHV��FRQVWLWXWLQJ�IXOO\�RQH�WKLUG�RI�WKH�ZRUOG¶V�SRSXODWLRQ��IROORZHG�WKH�6RYLHW 8QLRQ�LQ�LPSRVLQJ�D�PXFK�VWULFWHU�0DU[LVW�/HQLQLVW�PRGHO��EDVHG�RQ�QHDUO\�FRPSOHWH�VWDWH�RZQHUVKLS�RI�LQGXVWU\�DQG�D�ULJRURXV�RQH�SDUW\�GLFWDWRUVKLS��IRU�D�OLVW�RI�0DU[LVW�6RFLDOLVW�VWDWHV�DV�RI�WKH�PLG�����V��VHH�.RUQDL���������,Q�WKH�3HRSOH¶V�5HSXEOLF�RI�&KLQD��DQG�PXFK�RI�$IULFD��WKH�0DU[LVW�/HQLQLVW�PRGHO�ZDV�LPSRVHG�E\�D�UHYROXWLRQDU\�JRYHUQPHQW�VXSSRUWHG�E\�WKH�6RYLHW�8QLRQ��,Q�&HQWUDO�DQG�(DVWHUQ�(XURSH��WKH�PRGHO�ZDV�LPSRVHG�GLUHFWO\�E\�WKH�6RYLHW�8QLRQ�7KH�FKRLFH�RI�6/,�LQ�(J\SW�DQG�HOVHZKHUH�LV XQGHUVWDQGDEOH�ZKHQ�YLHZHG�ZLWKLQ�WKH�FRQWH[W�RI�WKH�FKRLFHV�IDFLQJ�WKH�OHDGHUV�RI�GHYHORSLQJ�FRXQWULHV��DQG�HVSHFLDOO\�RI�QHZ�SRVW�FRORQLDO�QDWLRQV��DW�WKH�HQG�RI�:RUOG�:DU�,,��$W�WKH�FRUH��6/,�ZDV�D�GHIHQVLYH�UHDFWLRQ�DJDLQVW�WKH�FDSLWDOLVW�ILUVW�ZRUOG� LQFOXGLQJ�ERWK�JRYHUQPHQWV�DQG�PXOWLQDWLRQDO�HQWHUSULVHV��(J\SW�KDG�H[SHULHQFHG�VRPH�������\HDUV�RI�RFFXSDWLRQ��VLQFH�WKH�FRQTXHVW�RI�3KDUDRQLF�(J\SW�E\�WKH�$VV\ULDQV�LQ�����%&��0RUH�UHFHQWO\��LQ�WKH�SHULRG�EHWZHHQ������DQG�������(J\SW�ZDV�XQGHU�WKH�HIIHFWLYH�FRQWURO�RI�WKH�%ULWLVK�JRYHUQPHQW��WKRXJK�IRUPDOO\�(J\SW�KDG�UHJDLQHG�QDWLRQDO�LQGHSHQGHQFH�LQ�������/LNH�RWKHU�QHZO\�LQGHSHQGHQW�FRXQWULHV��(J\SW�H[SHULHQFHG�SURORQJHG�GHSUHGDWLRQV�DW�WKH�KDQGV�RI�WKH�LPSHULDO�SRZHUV��2IWHQ��WKH�HIIHFWLYH�RU�HYHQ�GH�MXUH�FRORQLDO�SRZHU�ZDV�QRW�HYHQ�D�IRUHLJQ�JRYHUQPHQW��EXW�DFWXDOO\�D�IRUHLJQ�FRUSRUDWLRQ��,Q�,QGLD¶V�FDVH��WKH�RULJLQDO�FRORQLDO�SRZHU�ZDV�WKH�(DVW�,QGLD�&RPSDQ\��DQG�LW�ZDV�RQO\�LQ������WKDW�WKH�%ULWLVK�JRYHUQPHQW�LWVHOI�EHFDPH�WKH�GH�MXUH�FRORQLDO�DXWKRULW\��,Q�WKH�FDVH�RI�(J\SW��WKH�SROLWLFV�DQG�ILQDQFLDO�SUREOHPV�VXUURXQGLQJ�WKH�6XH]�&DQDO�SOD\HG�D�FRQWLQXDO�UROH�LQ�XQGHUPLQLQJ�(J\SW¶V�VRYHUHLJQW\��7KXV��WKH�QRWLRQ�RI�IRUHLJQ�LQYHVWPHQW�DV�D�KHOSIXO�RU�HYHQ�EHQLJQ�IRUFH�IRU�HFRQRPLF�GHYHORSPHQW�ZDV�JHQHUDOO\�GLVPLVVHG�LQ�WKH�QHZO\�LQGHSHQGHQW�FRXQWULHV��5DWKHU�WKDQ�
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DWWUDFW�IRUHLJQ�LQYHVWPHQW��PRVW�6/,�FRXQWULHV�QDWLRQDOL]HG�H[LVWLQJ�LQYHVWPHQWV��LQ�(J\SW�WKLV�LQYROYHG�QDWLRQDOL]DWLRQ�RI�WKH�6XH]�&DQDO�LQ�������DQG�QDWLRQDOL]DWLRQ�LQ�WKH�����V�RI�PRVW�VL]DEOH�ILUPV��([WHQVLYH�HQJDJHPHQW�LQ�IRUHLJQ�WUDGH�DOVR�VHHPHG�WR�EH�D�GXELRXV�SURSRVLWLRQ��1RW�RQO\�GLG�IRUHLJQ�WUDGH�DSSHDU�WR�WKUHDWHQ�WKH�VXEVHUYLHQFH�RI�WKH�QHZO\�LQGHSHQGHQW�QDWLRQV�WR�WKH�IRUPHU�FRORQLDO�PDVWHUV��EXW�IRUHLJQ�WUDGH�LWVHOI�KDG�FROODSVHG�EHWZHHQ������DQG�������XQGHU�WKH�ZHLJKW�RI�WZR�ZRUOG�ZDUV�DQG�WKH�*UHDW�'HSUHVVLRQ��$V�RI�WKH�HDUO\�����V��RQO\�D�KDQGIXO�RI�FRXQWULHV�KDG�FRQYHUWLEOH�FXUUHQFLHV��7KH�%ULWLVK�SRXQG�DQG�DOPRVW�DOO�(XURSHDQ�FXUUHQFLHV�ZHUH�LQFRQYHUWLEOH��*OREDO�WUDGH�ZDV�PDQDJHG�WKURXJK�VWDWH�WR�VWDWH�VHWWOHPHQWV��DQG�DW�D�YHU\�ORZ�OHYHO�DV�D�SHUFHQW�RI�QDWLRQDO�LQFRPH��7KHUH�ZDV�ZLGHVSUHDG�VNHSWLFLVP�WKDW�PXOWLODWHUDO�WUDGH�ZRXOG�EH�UHHVWDEOLVKHG�DV�D�YLEUDQW�IRUFH�LQ�WKH�ZRUOG�HFRQRP\��,Q�VXPPDU\��QHLWKHU�LQIORZV�RI�IRUHLJQ�FDSLWDO�QRU�D�GHYHORSPHQW�VWUDWHJ\�EDVHG�RQ�IUHH�WUDGH�VHHPHG�D�VHQVLEOH�DSSURDFK�WR�QDWLRQDO�HFRQRPLF�GHYHORSPHQW�IRU�IUDJLOH��QHZO\�LQGHSHQGHQW�VWDWHV�LQ�ZKDW�VHHPHG�WR�EH�DQ�HVVHQWLDOO\�KRVWLOH�ZRUOG��$W�WKH�VDPH�WLPH��HFRQRPLF�WKHRU\�DQG�WKH�DOOHJHG�OHVVRQV�RI�LQGXVWULDOL]DWLRQ�RI�WKH�6RYLHW�8QLRQ�VHHPHG�WR�SRLQW�WR�D�PRGHO�RI�UDSLG�GHYHORSPHQW�EDVHG�RQ�VWDWH�RZQHUVKLS�DQG�H[WHQVLYH�EDUULHUV�WR�WUDGH��-RKQ�0D\QDUG�.H\QHV�KDG�FRQFOXGHG�WKDW�FDSLWDOLVP�ZDV�LQKHUHQWO\�XQVWDEOH��DQG�WKHUHIRUH�QHHGHG WKH�VWURQJ�KDQG�RI�WKH�JRYHUQPHQW�WR�SUHVHUYH�IXOO�HPSOR\PHQW��,Q�WKH�GHSWKV�RI�WKH�*UHDW�'HSUHVVLRQ��LQ�D�IDPRXV�VSHHFK�LQ�'XEOLQ�RQ�QDWLRQDO�VHOI�VXIILFLHQF\��.H\QHV��������SUHDFKHG�WKH�QHHG�IRU�H[SHULPHQWDWLRQ�ZLWK�QHZ�HFRQRPLF�V\VWHPV��DQG�HYHQ�WKH�GHVLUDELOLW\�RI�UHODWLYHO\�DXWDUNLF�HFRQRPLF�GHYHORSPHQW��WKRXJK�E\�WKH�HQG�RI�:RUOG�:DU�,,��KH�ZDV�DJDLQ�FKDPSLRQLQJ��DQG�KHOSLQJ�WR�GHVLJQ��D�QHZ�LQWHUQDWLRQDO�PRQHWDU\�V\VWHP�EDVHG�RQ�RSHQ�PXOWLODWHUDO�WUDGH���0DQ\�RWKHU�HFRQRPLVWV�KDG�FRQFOXGHG�WKDW�VRPH IRUP�RI�SODQQLQJ�ZDV�QHHGHG�QRW�RQO\�WR�DYRLG�H[WUHPH�IOXFWXDWLRQV�LQ�XQHPSOR\PHQW��EXW�DOVR�WR�WDNH�DGYDQWDJH�RI�WKH�HFRQRPLHV�RI�VFDOH�RI�PRGHUQ�LQGXVWU\��3��1��5RVHQVWHLQ�5RGDQ���������IRU�H[DPSOH��ZURWH�RI�WKH�QHHG�IRU�D�µ%LJ�3XVK¶�LQ�LQGXVWULDOL]DWLRQ��SUHVXPDEO\�OHG�E\�WKH�VWDWH��'HYHORSPHQW�SODQQLQJ�



''%%''55��&&..55 ����55CCEEEEJJUU��,,WWPPGG ��������

��

PRGHOV��EDVHG�RQ�LQSXW�RXWSXW�PRGHOV�DQG�VLPSOH�G\QDPLF�HTXDWLRQV�IRU�HFRQRPLF�JURZWK��VHHPHG�WR�RIIHU�D�VFLHQWLILF�EDVH�IRU�VWDWH�OHDGHUVKLS�LQ�WKH�HFRQRP\��$QG�WKH�DSSDUHQW�VXFFHVV�RI�WKH�6RYLHW�8QLRQ�LQ�LQGXVWULDOL]DWLRQ��QRZ�NQRZQ�WR�KDYH�EHHQ�JUHDWO\�H[DJJHUDWHG�E\�WKH�RIILFLDO�GDWD��DQG�LQ�DQ\�HYHQW�DFKLHYHG�ZLWK�KRUULILF�FUXHOW\�DQG�ORVV�RI�OLIH��VHHPHG�WR�GHPRQVWUDWH�WKDW�HIIHFWLYH�SODQQLQJ�ZDV�SRVVLEOH��2QO\�D�KDQGIXO�RI�GHYHORSLQJ�FRXQWULHV�FKRVH�DQ�RSHQ�PDUNHW�V\VWHP�LQVWHDG�RI�6/,�RU�0DU[LVP�/HQLQLVP��,Q�D�UHFHQW�VWXG\�RI�WKH�SRVWZDU�KLVWRULHV�RI�PRUH�WKDQ����GHYHORSLQJ�FRXQWULHV��6DFKV�DQG�:DUQHU�IRXQG�IHZHU�WKDQ����GHYHORSLQJ�FRXQWULHV�WKDW�ZHUH�DOZD\V�RSHQ�WR�LQWHUQDWLRQDO�WUDGH�LQ�WKH�SRVW�ZDU�SHULRG�RU�IURP�WKH�WLPH�RI�WKHLU�LQGHSHQGHQFH��LI�WKDW�LV�PRUH�UHFHQW���6DFKV�DQG�:DUQHU�FODVVLILHG�D�FRXQWU\�DV�RSHQ�LI�LW�KDG�WKHVH�IRXU�FULWHULD��x DYHUDJH�LPSRUW�WDULII�UDWHV�RI����SHUFHQW�RU�OHVV�RQ�LQWHUPHGLDWH�DQG�FDSLWDO�JRRGV��x LPSRUW�TXRWDV�DQG�OLFHQVHV�FRYHULQJ����SHUFHQW�RU�OHVV�RI�WRWDO�LPSRUWV��x D�EODFN�PDUNHW�H[FKDQJH�UDWH�SUHPLXP�RI����SHUFHQW�RU�OHVV�RQ�DYHUDJH��x QR�VWDWH�PRQRSROL]DWLRQ�RI�WUDGH�LQ�WKH�OHDGLQJ�H[SRUWV��2I�FRXUVH��(J\SW�IDLOHG�WKHVH�FULWHULD�E\�D�ZLGH�PDUJLQ��VLQFH�LPSRUW�WDULIIV�ZHUH�ZHOO�DERYH����SHUFHQW�DQG�LPSRUW�OLFHQVLQJ�FRYHUHG�YLUWXDOO\�DOO�RI�LQWHUQDWLRQDO�WUDGH�XQWLO�WKH�����V��1RWH�WKDW�RSHQQHVV�LV�RQO\�RQH�PHDVXUH�RI�PDUNHW�RULHQWDWLRQ��2WKHUV�LQFOXGH�WKH�UROH�RI�WKH�SULYDWH�VHFWRU��WKH�H[WHQW�RI�VWDWH�SODQQLQJ��WKH�GHJUHH�RI�DGPLQLVWUDWLYH�UHJXODWLRQ�RI�GRPHVWLF�LQYHVWPHQW��DQG�OHJDO�UHVWULFWLRQV�RQ�ODERU�PDUNHW�DFWLYLW\��VXFK�DV�PLQLPXP�ZDJH�UHJXODWLRQ�DQG�OLPLWDWLRQV�RQ�WKH�GLVPLVVDO�RI�ZRUNHUV��PDQ\�RI�WKHVH�RWKHU�DVSHFWV�RI�SROLF\�DUH�GLVFXVVHG�ODWHU���1RQHWKHOHVV��WKH�GHJUHH�RI�RSHQQHVV�LV�D�JRRG�RYHUDOO�LQGLFDWRU�RI�PDUNHW�RULHQWDWLRQ��7KH�RSHQ�HFRQRPLHV�KDYH�WHQGHG�WR�EH�PXFK�PRUH�PDUNHW�RULHQWHG�RQ�WKH�RWKHU�GLPHQVLRQV�RI�SROLF\��ZKLOH�WKH�FORVHG�HFRQRPLHV�JHQHUDOO\�SXUVXHG�D�IXOO�DUUD\�RI�6/,�SROLFLHV��,Q�(DVW�$VLD��0DOD\VLD��6LQJDSRUH��DQG�7KDLODQG�ZHUH�DPRQJ�WKH�IHZ�FRXQWULHV�WKDW�PDLQWDLQHG�RSHQ�WUDGH��WKRXJK�7KDLODQG�MXVW�VTXHH]HG�LQ��XQGHU�WKH����SHUFHQW�WDULII�
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WKUHVKROG���,QGRQHVLD��6RXWK�.RUHD�DQG�7DLZDQ�SXUVXHG�6/,�SROLFLHV�LQ�WKH�����V��EXWWKHQ�RSHQHG�LQ�WKH�����V��ZHOO�EHIRUH�PRVW�RWKHU�GHYHORSLQJ�FRXQWULHV��7KH�VZLWFK�IURP�6/,�WR�D�PRUH�RSHQ��PDUNHW�RULHQWHG�VWUDWHJ\�ZDV�UHODWHG�WR�VHYHUH�HFRQRPLF�IDLOXUHV��YHU\�KLJK�LQIODWLRQ�LQ�.RUHD�DQG�7DLZDQ�LQ�WKH�����V��DQG�LQ�,QGRQHVLD�LQ�WKH�PLG�����V���DV�ZHOO�DV�SUHVVXUHV�DQG�LQGXFHPHQWV�IURP�WKH�86��,I�WKHUH�LV�RQH�RYHUULGLQJ�UHDVRQ�ZK\�DOO�VL[�RI�WKHVH�(DVW�$VLDQ�FRXQWULHV�FKRVH�PRUH�RSHQ��PDUNHW�RULHQWHG�VWUDWHJLHV�ZKLOH�PRVW�RWKHU�GHYHORSLQJ�FRXQWULHV�GLG�QRW��WKH�EHVW�DQVZHU�SUREDEO\�OLHV�LQ�WKH�DUHD�RI�QDWLRQDO�VHFXULW\��$OO�VL[�FRXQWULHV�ORRNHG�WR�WKH�8.�DQG�86�IRU�PLOLWDU\�GHIHQVH�DQG�LQWHUQDO�VHFXULW\��7KH�86�LQ�SDUWLFXODU��WKURXJK�IRUHLJQ�DLG�DQG�WHFKQLFDO�DVVLVWDQFH��KHOSHG�WR�QXGJH�.RUHD��7DLZDQ��DQG�7KDLODQG�LQWR�UHODWLYHO\�RSHQ�WUDGLQJ�UHJLPHV�7KH�FKRLFH�RI�6/,�LQ�(J\SW�DQG�HOVHZKHUH�PLJKW�ZHOO�EH�XQGHUVWDQGDEOH��EXW�WKH�UHVXOWV�ZHUH�YHU\�SRRU�LQGHHG��&ORVHG��VWDWH�OHG�HFRQRPLHV�IDUHG�YHU\�EDGO\�LQ�WKH�SDVW����\HDUV��ODJJLQJ�IDU�EHKLQG�WKH�HFRQRPLHV�WKDW�PDLQWDLQHG�RSHQ�WUDGH�DQG�PDUNHW�EDVHG�VWUDWHJLHV��)LJXUH���VKRZV�WKH�ZRUOGZLGH�H[SHULHQFH�LQ�VLPSOH�WHUPV��+HUH�ZH�VHH�WKH�DYHUDJH�JURZWK�UDWH�RI����GHYHORSLQJ�FRXQWULHV�WKDW�FKRVH�D�FORVHG�PRGHO��DQG�HLJKW�GHYHORSLQJ�FRXQWULHV�WKDW�ZHUH�DOZD\V�RSHQ�WR�LQWHUQDWLRQDO�WUDGH�LQ�WKH�SHULRG����������&OHDUO\��WKH�RSHQ�HFRQRPLHV�JUHZ�PXFK�IDVWHU�WKDQ�WKH�FORVHG�HFRQRPLHV�LQ�HYHU\�\HDU��,Q�IDFW��WKH�JURZWK�UDWHV�RI�WKH�WZR�JURXSV�FDPH�FORVH�RQO\�LQ�WZR�\HDUV²�����DQG�������ZKHQ�WKH�PDMRU�LQFUHDVH�LQ�ZRUOG�RLO�SULFHV�WHPSRUDULO\�UHGXFHG�WKH�JURZWK�RI�WKH�RSHQ�HFRQRPLHV��&ORVHG�HFRQRPLHV��E\�FRQWUDVW��WHQGHG�WR�DEVRUE�WKH�RLO�VKRFN�E\�JUHDWHU�LQWHUQDO�VXEVLGL]DWLRQ�RI�HQHUJ\�SULFHV��DQG�E\�KLJK�IRUHLJQ�ERUURZLQJ��7KLV�SURWHFWHG�JURZWK�LQ�WKH�VKRUW�WHUP��EXW�HYHQWXDOO\�FRQWULEXWHG�WR�D�ILVFDO�FULVLV�LQ�PRVW�RI�WKHVH�FRXQWULHV�7KH�UHVXOWV�RI�6/,�ZHUH�HYHQ�ZRUVH�WKDQ�LQGLFDWHG�E\�ORZ�DYHUDJH�JURZWK�UDWHV��$OPRVW�HYHU\�FRXQWU\�WKDW�SXUVXHG�6/,��RU�D�PRUH�H[WUHPH�0DU[LVW�/HQLQLVW�DSSURDFK��HQGHG�XS�ZLWK�D�VHYHUH�PDFURHFRQRPLF�FULVLV�LQ�WKH�����V�RU�����V��7\SLFDOO\��JRYHUQPHQWV�SXUVXLQJ�6/,�ORRNHG�WR�IRUHLJQ�ERUURZLQJ�DV�WKH�ZD\�WR�VSHHG�JURZWK�RU�WR�IRUHVWDOO�UHFHVVLRQV��DV�LQ����������7KHVH�JRYHUQPHQWV�ERUURZHG�KHDYLO\�LQ�WKH�����V�DQG�����V��
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DQG�HQGHG�XS�LQ�ILVFDO�FULVHV�E\�WKH�HQG�RI�WKH�����V�7DEOH���JLYHV�VRPH�HYLGHQFH�RQ�WKLV�SRLQW��RI�WKH����GHYHORSLQJ�FRXQWULHV�WKDW�KDG�DQ�RSHQ�HFRQRP\�LQ�WKH�����V��RQO\�RQH��-RUGDQ��VXFFXPEHG�WR�DQ�H[WUHPH�PDFURHFRQRPLF�FULVLV��2I�WKH����GHYHORSLQJ�HFRQRPLHV�WKDW�ZHUH�FORVHG��D�UHPDUNDEOH����H[SHULHQFHG�DQ�H[WUHPH�PDFURHFRQRPLF�FULVLV�LQ�WKH�����V��DQG�VHYHUDO�PRUH�VXFFXPEHG�WR�H[WUHPH�FULVLV�LQ�WKH�HDUO\�����V���6DFKV�DQG�:DUQHU��������GHILQH�DQ�H[WUHPH�PDFURHFRQRPLF�FULVLV�DV�RQH�RI�WKUHH�HYHQWV��x LQIODWLRQ�LQ�H[FHVV�RI�����SHUFHQW�SHU�\HDU��x D�UHVFKHGXOLQJ�RI�IRUHLJQ�GHEW��x D�GHIDXOW�RQ�IRUHLJQ�GHEW�
7DEOH�����'HYHORSLQJ�&RXQWU\�2SHQQHVV�DQG�0DFURHFRQRPLF�&ULVLV2SHQQHVV 0DFURHFRQRPLF�FULVLV 1R�PDFURHFRQRPLFLQ�����V FULVLV�LQ�����V

2SHQ�LQ�����V � ��1RW�RSHQ�LQ�����V �� ��6RXUFH��6DFKV�DQG�:DUQHU�������S����
,W�LV�DQ�LQWHUHVWLQJ�IHDWXUH�RI�SROLWLFDO�HFRQRP\�WKDW�DOPRVW�DOO�FRXQWULHV�WKDW�HPEDUNHG�RQ�6/,�LQ�WKH�����V�DQG�����V�VWD\HG�ZLWK�WKHLU�6/,�DUUDQJHPHQWV�XQWLO�KLW�E\�VHYHUH�PDFURHFRQRPLF�FULVHV��2QH�PLJKW�KDYH�H[SHFWHG�WKDW�PDQ\�FRXQWULHV�ZRXOG�XQGHUWDNH�HFRQRPLF�UHIRUPV�LQ�WLPH�WR�DYRLG�D�VHYHUH�FULVLV��EXW�WKLV�UDUHO\�KDSSHQHG��7KH�OHVVRQ��LW�DSSHDUV��LV�WKDW�ZKLOH�6/,�EHJDQ�LQ�PRVW�FRXQWULHV�RQ�WKH�EDVLV�RI�HFRQRPLF�DQG�SROLWLFDO�LGHRORJ\��LW�ZDV�VXVWDLQHG�RQ�WKH�EDVLV�RI�SRZHUIXO�YHVWHG�LQWHUHVWV�WKDW�IRXJKW�ZLWKLQ�WKH�SROLWLFDO�V\VWHP�IRU�WKH�SUHVHUYDWLRQ�RI�VWDWH�EHQHILWV�DQG�SURWHFWLRQ��6/,�QXUWXUHG�HQWLUH�VHFWRUV�RI�LQHIILFLHQW��LPSRUW�FRPSHWLQJ�HQWHUSULVHV�DQG�WUDGH�XQLRQV��ZKRVH�VXUYLYDO�WKHQ�GHSHQGHG�RQ�WKH�FRQWLQXDWLRQ�RI�VWDWH�VXSSRUW�DQG�SURWHFWLRQ��%RWK�WKH�HQWHUSULVHV�DQG�WKH�XQLRQV�EHFDPH�NH\�FDPSDLJQ�ILQDQFLHUV�RI�WKH�PDLQ�SROLWLFDO�SDUWLHV��ERWK�JRYHUQPHQW�DQG�RSSRVLWLRQ��&LYLO�VHUYDQWV�ZLWK�UHVSRQVLELOLW\�IRU�JRYHUQPHQW¶V�PDQDJHPHQW�RI�WKH�
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HFRQRP\�EHFRPH�DQ�LPSRUWDQW�LQWHUHVW�JURXS�LQ�WKHLU�RZQ�ULJKW��(YHQ�WKRXJK�D�VWURQJ�PDMRULW\�RI�LQWHUHVWV�PLJKW�EHQHILW�IURP�OLEHUDOL]DWLRQ��WKH�SRWHQWLDO�ZLQQHUV�IURP�OLEHUDOL]DWLRQ�WHQG�WR�EH�SROLWLFDOO\�GLVRUJDQL]HG�DQG�RIWHQ�HYHQ�XQDZDUH�RI�WKH�SRWHQWLDO�JDLQV��DQG�WKHUHIRUH�LQFDSDEOH�RI�PRELOL]LQJ�DQ�HIIHFWLYH�SROLWLFDO�RSSRVLWLRQ��7KH�LQFXPEHQWV��PRUHRYHU��XVH�WKHLU�LQFXPEHQF\��LQFOXGLQJ�FRQWURO�RYHU�VWDWH�UHYHQXHV��WR�ZDUG�RII�FKDOOHQJHV�IURP�DQ\�SRWHQWLDO�RSSRVLWLRQ��*HQHUDOO\��RQO\�DIWHU�JRYHUQPHQW�ILQDQFHV�DUH�LQ�H[WUHPH�FULVLV�DUH�WKH�DGYDQWDJHV�RI�WKH�LQFXPEHQWV�UHGXFHG�VXIILFLHQWO\�WR�DOORZ�FKDOOHQJH�WR�WKH�SUHYDLOLQJ�V\VWHP��(J\SW��XQIRUWXQDWHO\��SURYHV�WUXH�WR�WKH�JHQHUDO�SDWWHUQV�RI�6/,�FRXQWULHV��ERWK�LQ�WKH�RQVHW�RI�FULVLV��DQG�LQ�WKH�GHOD\V�LQ�VWDUWLQJ�IXQGDPHQWDO�UHIRUPV��3HULRGV�RI�UDSLG�JURZWK�XQGHU�6/,�ZHUH�IROORZHG�E\�SHULRGV�RI�PDFURHFRQRPLF�FULVLV��:KLOH�WKH�WLPLQJ�ZDV�RIWHQ�OLQNHG�WR�PLOLWDU\�DQG�SROLWLFDO�HYHQWV�LQ�WKH�0LGGOH�(DVW��HVSHFLDOO\�ZDU�ZLWK�,VUDHO��ZLWK�DOO�RI�WKH�LPSOLFDWLRQV�IRU�VWDWH�ILQDQFHV� WRXULVP��&DQDO�UHYHQXHV��DQG�ZRUNHUV¶�UHPLWWDQFHV���WKH�XQGHUO\LQJ�ZHDNQHVV�RI�WKH�6/,�EDVHG�HFRQRP\�ZDV�PRUH�IXQGDPHQWDO�WKDQ�FRQMXQFWLRQDO��(J\SW�JUHZ�IDLUO\�UDSLGO\�LQ�WKH�HDUO\�����V��EXW�WKHQ�VWDJQDWHG�EHWZHHQ������DQG�������,Q�������3UHVLGHQW�$QZDU�6DGDW�LQLWLDWHG�OLEHUDOL]DWLRQ��NQRZQ�DV�WKH�2SHQ�'RRU�3ROLF\�DQG�SURPXOJDWHG�LQ�/DZ�����ZKLFK�DLPHG�WR�DWWUDFW�IRUHLJQ�SULYDWH�LQYHVWPHQW��%XW�WKHVH�UHIRUPV�ZHUH�PRGHVW��DQG�GLG�OLWWOH�WR�FKDQJH�WKH�EDVLF�RULHQWDWLRQ�RI�WKH�6/,�V\VWHP��7KH�HFRQRP\�JUHZ�UDSLGO\�EHWZHHQ������DQG�������IROORZLQJ�D�ERRP�LQ�IRUHLJQ�H[FKDQJH�UHFHLSWV��LQFOXGLQJ�RLO��6XH]�&DQDO�UHYHQXHV��WRXULVP��DQG�ZRUNHUV¶�UHPLWWDQFHV���EXW�WKH�ERRP�IDGHG�LQ�WKH�HDUO\�����V��DQG�WKH�HFRQRP\�DJDLQ�IHOO�LQWR�D�SURORQJHG�SHULRG�RI�VWDJQDWLRQ��$V�LQ�PDQ\�RWKHU�FDVHV�RI�6/,��WKH�JRYHUQPHQW�FRQWLQXHG�WR�WU\�WR�ERRVW�VKRUW�WHUP�HFRQRPLF�SHUIRUPDQFH�E\�KHDY\�IRUHLJQ�ERUURZLQJ��%\�WKH�ODWH�����V��WKH�VWDWH¶V�IRUHLJQ�GHEW�EXUGHQV�WKUHDWHQHG�PDFURHFRQRPLF�VWDELOLW\��,Q�������WKH�(J\SWLDQ�JRYHUQPHQW�HQWHUHG�LQWR�DQ����PRQWK�,0)�SURJUDP��IROORZHG�E\�D�UHVFKHGXOLQJ�RI�GHEWV�LQ�WKH�3DULV�&OXE��7KH�,0)�SURJUDP�OHG�WR�YHU\�PRGHVW�UHIRUP�PHDVXUHV��LQVXIILFLHQW�WR�VWDELOL]H�WKH�HFRQRP\�RU�UHVWDUW�HFRQRPLF�JURZWK��:LWK�D�GHHSHQLQJ�
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PDFURHFRQRPLF�FULVLV�LQ�������WKH�JRYHUQPHQW�VLJQHG�D�WKUHH�\HDU�,0)�:RUOG�%DQN�DJUHHPHQW��WULJJHULQJ��D�URXQG�RI�GHEW�FDQFHOODWLRQ�LQ�WKH�3DULV�&OXE��$�QHZ�WKUHH�\HDU�SURJUDP�ZDV�VLJQHG�LQ�6HSWHPEHU�������6LQFH�WKH�VWDUW�RI�WKH������SURJUDP��(J\SW�KDV�DFKLHYHG�VRPH�LPSRUWDQW�VXFFHVV�LQ�GLVPDQWOLQJ�SDUWV�RI�WKH�6/,�V\VWHP��,W�KDV�HOLPLQDWHG�PRVW�RI�WKH�SUHYLRXV�V\VWHP�RI�OLFHQVLQJ�LQWHUQDWLRQDO�WUDGH�DQG�GRPHVWLF�LQYHVWPHQW��,PSRUWDQWO\��WKH�(J\SWLDQ�SRXQG�KDV�EHFRPH�FRQYHUWLEOH�IRU�PRVW�FXUUHQW�DFFRXQW�WUDQVDFWLRQV��<HW�(J\SW¶V�UHIRUPV�KDYH�UHPDLQHG�OLPLWHG��SHUKDSV�JRLQJ�IDU�HQRXJK�WR�OLIW�(J\SW¶V�PHGLXP�WHUP�JURZWK�UDWH�WR�DURXQG���SHUFHQW�SHU�\HDU��EXW�QRW�WR�DFKLHYH�WKH�UDWHV�RI������SHUFHQW�SHU�\HDU�WKDW�(J\SW�LV�FDSDEOH�RI�DFKLHYLQJ��JLYHQ�LWV�ORZ�SHU�FDSLWD�LQFRPH�OHYHOV��LWV�JHQHUDOO\�IDYRUDEOH�VWUXFWXUDO�FRQGLWLRQV��DQG�HVSHFLDOO\�LWV�FORVH�SUR[LPLW\�WR�(XURSH²D�KXJH�DGYDQWDJH�LQ�JHQHUDWLQJ�H[SRUW�OHG�JURZWK��
����)DFWRUV�LQ�$FKLHYLQJ�+LJK�(FRQRPLF�*URZWK�

:KLOH�(J\SW�PDGH�VXEVWDQWLDO�SURJUHVV�LQ�PDUNHW�UHIRUPV�GXULQJ������������PXFK�UHPDLQV�WR�EH�DFFRPSOLVKHG��%\�LGHQWLI\LQJ�VHYHUDO�FRPPRQ�IHDWXUHV�RI�SROLFLHV�LQ�WKH�IDVWHVW�JURZLQJ�PDUNHW�HFRQRPLHV�DPRQJ�WKH�PLGGOH�LQFRPH�FRXQWULHV��ZH�FDQ�LGHQWLI\�WKH�SULRULW\�DUHDV�IRU�(J\SW¶V�IXWXUH�HFRQRPLF�UHIRUPV��(FRQRPLF�WKHRU\�WHDFKHV�WKDW�HFRQRPLF�JURZWK�LV�EDVHG�RQ�WKUHH�PDLQ�IDFWRUV�x WKH�DFFXPXODWLRQ�RI�WKH�IDFWRUV�RI�SURGXFWLRQ��LQFOXGLQJ�ERWK�KXPDQ�DQG�SK\VLFDO�FDSLWDO�x WKH�HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV�ZLWKLQ�WKH�HFRQRP\�x WKH�LPSURYHPHQWV�LQ�WHFKQRORJ\�RYHU�WLPH��7KH�WKHRUHWLFDO�DQG�HPSLULFDO�GHEDWH�FHQWHUV�DURXQG�WKH�FKRLFH�RI�HFRQRPLF�LQVWLWXWLRQV��H�J��PDUNHWV�YHUVXV�JRYHUQPHQW�DOORFDWLRQ��RSHQ�WUDGH�YHUVXV�SURWHFWLRQLVP��HWF���WKDW�FDQ�PRVW�HIIHFWLYHO\�GHOLYHU�WKHVH�WKUHH�FRPSRQHQWV�RI�JURZWK��2QH�JHQHUDO�LPSOLFDWLRQ�RI�HFRQRPLF�WKHRU\��FRQILUPHG�E\�H[SHULHQFH��LV�WKDW�SRRUHU�FRXQWULHV��VXFK�DV�(J\SW��WKDW�
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IROORZ�DSSURSULDWH�SROLFLHV�FDQ�H[SHFW�WR�JURZ�PRUH�UDSLGO\�WKDQ�ULFKHU�FRXQWULHV��,Q�WKH�FXUUHQW�HFRQRPLF�MDUJRQ��WKH�SRRUHU�FRXQWULHV�FDQ�H[SHFW�WR�FRQYHUJH�ZLWK�WKH�ULFKHU�FRXQWULHV�LQ�SHU�FDSLWD�LQFRPH�OHYHOV��6XFK�FRQYHUJHQFH�RFFXUV�PDLQO\�EHFDXVH�RI�WKH�ILUVW�DQG�WKLUG�IDFWRUV�RI�JURZWK��3RRUHU�FRXQWULHV�WHQG�WR�DFFXPXODWH�FDSLWDO�PRUH�UDSLGO\��LQ�WHUPV�RI�SHUFHQWDJH�JURZWK�RI�WKH�FDSLWDO�VWRFN��WKDQ�GR�ULFKHU�FRXQWULHV��EHFDXVH�SRRUHU�FRXQWULHV�WHQG�WR�KDYH�ORZHU�FDSLWDO�ODERU�UDWLRV�DQG�KLJKHU�UDWHV�RI�UHWXUQ�RQ�QHZ�LQYHVWPHQWV��ERWK�RI�ZKLFK�SURPRWH�D�UDSLG�LQFUHDVH�LQ�WKH�FDSLWDO�VWRFN��:LWK�UHJDUG�WR�WHFKQRORJ\��SRRUHU�FRXQWULHV�FDQ�PDNH�XVH�RI�WKH�WHFKQRORJLFDO�DGYDQFHV�RI�WKH�ULFKHU�FRXQWULHV��ZLWKRXW�KDYLQJ�WR�UHLQYHQW�WKHVH�WHFKQRORJLHV�7KHVH�WHQGHQFLHV�WRZDUGV�FRQYHUJHQFH�KDYH�FOHDUO\�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�WKH�UDSLG�JURZWK�RI�WKH�9)*(V��%XW�FRQYHUJHQFH�FDQ�EH�DFKLHYHG�RQO\�ZKHQ�WKHUH�DUH�HIIHFWLYH�HFRQRPLF�DQG�JRYHUQPHQWDO�LQVWLWXWLRQV�VXSSRUWLQJ�UDSLG�FDSLWDO�DFFXPXODWLRQ��WKH�HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV��DQG�WKH�UDSLG�GLIIXVLRQ�RI�WHFKQRORJ\�IURP�WKH�PRUH�DGYDQFHG�HFRQRPLHV��:RUOGZLGH�H[SHULHQFH��LQWHUSUHWHG�E\�HFRQRPLF�WKHRU\��VXJJHVWV�WKDW�WKH IROORZLQJ�LQVWLWXWLRQDO�DUUDQJHPHQWV�KDYH�EHHQ�NH\�WR�UDSLG�HFRQRPLF�JURZWK�
2SHQQHVV�RI�WKH�(FRQRP\
7KH�TXLQWHVVHQWLDO�IHDWXUH�RI�WKH�9)*(V�KDV�EHHQ�WKH�UDSLG�JURZWK�RI�PDQXIDFWXULQJ�H[SRUWV��VKRZQ�LQ�7DEOH���IRU�WKH�SHULRG����������7KLV�JURZWK�KDV�EHHQ�VXSSRUWHG�E\�WUDGH�SROLFLHV�WKDW�DOORZHG�PDQXIDFWXULQJ�H[SRUWHUV�WR�RSHUDWH�DW��QHDUO\��ZRUOG�SULFHV��ERWK�IRU�LQSXWV�RI�FDSLWDO�DQG�LQWHUPHGLDWH�JRRGV��DQG�IRU�WKH�VDOH�RI�H[SRUWV�RQ�ZRUOG�PDUNHWV��7KH�9)*(V�KDYH�DYRLGHG�WKH�NLQGV�RI�6/,�WUDGH�SROLFLHV�WKDW�XQGHUPLQH�WKH�FDSDFLW\�RI�PDQXIDFWXULQJ�H[SRUWHUV�WR�REWDLQ�QHFHVVDU\�LQSXWV�DW�ZRUOG�SULFHV��RU�WKDW�SHQDOL]H�H[SRUWHUV�WKURXJK�KHDY\�WD[DWLRQ�RI�H[SRUWV��HIIHFWLYH�WD[DWLRQ�RI�H[SRUWV�FDQ�DULVH�WKURXJK��WDULIIV�DQG�TXRWDV�RQ�LQSXWV��LQFRQYHUWLELOLW\�RI�WKH�FXUUHQF\��VWDWH�PRQRSROL]DWLRQ�RI�H[SRUWV�RQ�XQIDYRUDEOH�WHUPV�IRU�H[SRUWHUV��RU�H[SOLFLW�WD[DWLRQ�RI�H[SRUWV��
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7DEOH��D��*URZWK�LQ�0DQXIDFWXULQJ�IRU�6HOHFWHG�)DVW�JURZLQJ�(FRQRPLHV&RXQWU\ $YHUDJH�DQQXDO�JURZWK�UDWH�����������&KLOH ����+RQJ�.RQJ ����,QGRQHVLD ����5HSXEOLF�RI�.RUHD ����0DOD\VLD ����6LQJDSRUH ����7KDLODQG ����6RXUFHV���VHH�7DEOH��E�EHORZ�
7DEOH��E��*URZWK�LQ�(J\SW¶V�0DQXIDFWXULQJ�([SRUWV<HDU ��PLOOLRQV���� �������� �������� �������� �������� �������� �������� �������� �������� �������� �������� ��������������JURZWK ���6RXUFHV��:RUOG�%DQN��:RUOG�'HYHORSPHQW�5HSRUW�������DQG�������DQG�:RUOG�'DWD�&'�520�������

7KH�H[DFW�IRUP�RI�WKH�WUDGLQJ�UHJLPH�KDV�GLIIHUHG�DFURVV�WKH�9)*(�FRXQWULHV��EXW�WKHIROORZLQJ�HOHPHQWV�KDYH�EHHQ�FRPPRQ�IHDWXUHV�x FRQYHUWLELOLW\�RI�WKH�FXUUHQF\�IRU�FXUUHQW�DFFRXQW�WUDQVDFWLRQV�x ]HUR�RU�ORZ�WDULIIV��DQG�WKH�DEVHQFH�RI�OLFHQVLQJ��IRU�FDSLWDO�JRRGV�DQG�LQWHUPHGLDWH�LQSXWV��DQG�PRGHVW�WDULIIV�IRU�PRVW�FRQVXPHU�JRRGV�x LPSOLFLW�RU�H[SOLFLW�VXEVLGL]DWLRQ�RI�H[SRUWV�x RWKHU�LQVWLWXWLRQV�VXSSRUWLYH�RI�PDQXIDFWXULQJ�H[SRUWV��HVSHFLDOO\�H[SRUW�SURFHVVLQJ�]RQHV��
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,Q�JHQHUDO��WKH�9)*(V�KDYH�EHHQ�TXLWH�RSHQ�WR�WUDGH�ERWK�IRU�LPSRUWV�DQG�H[SRUWV��HVSHFLDOO\�LQ�FRPSDULVRQ�ZLWK�RWKHU�GHYHORSLQJ�FRXQWULHV��/LPLWHG�LQGXVWULDO�SROLFLHV��ZKHUH�WKH\�H[LVW��KDYH�PDLQO\�VXSSRUWHG�PDQXIDFWXUHUV�QRW�WKURXJK�SURWHFWLRQ�RI�KRPH�PDUNHWV��EXW�WKURXJK�SURPRWLRQ�RI�H[SRUW�DFWLYLWLHV��$V�GLVFXVVHG�ODWHU��WKH�HIILFDF\�RI�LQGXVWULDO�SROLFLHV�LV�LWVHOI�RSHQ WR�TXHVWLRQ��2SHQQHVV��DQG�WKH�RULHQWDWLRQ�WR�PDQXIDFWXULQJ�H[SRUWV��KDV�PDGH�VHYHUDO�FRQWULEXWLRQV�WR�JURZWK��)LUVW��LW�KDV�KHOSHG�WR�HQVXUH�WKH�HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV��WKURXJK�VSHFLDOL]DWLRQ��FRPSDUDWLYH�DGYDQWDJH��DQG�G\QDPLF�µOHDUQLQJ�E\�GRLQJ¶��6HFRQG��RSHQQHVV�KDV�SURPRWHG�GRPHVWLF�FRPSHWLWLRQ�E\�OLPLWLQJ�WKH�PDUNHW�SRZHU�RI�GRPHVWLF�ILUPV��DQG�E\�SURYLGLQJ�D�ULJRURXV�LQWHUQDWLRQDO�\DUGVWLFN�RI�SHUIRUPDQFH��7KLUG��RSHQQHVV�KDV�SURPRWHG�WKH�UDSLG�DFFXPXODWLRQ�RI�FDSLWDO�WKURXJK�IRUHLJQ�ERUURZLQJ�DQG�IRUHLJQ�GLUHFW�LQYHVWPHQW��ZKLFK�LV�WKHQ�VHUYLFHG�E\�WKH�UDSLG�H[SDQVLRQ�RI�H[SRUWV��)RXUWK��RSHQQHVV�KDV�SURPRWHG�WKH�UDSLG�LPSURYHPHQW�RI�WHFKQRORJ\�WKURXJK�WKH�LPSRUWDWLRQ�RI�IRUHLJQ�WHFKQRORJLHV��7HFKQRORJ\�PD\�EH�LPSRUWHG�GLUHFWO\�WKURXJK�PHUFKDQGLVH�WUDGH��H�J��LQ�WKH�IRUP�RI�PDFKLQHU\�HPERG\LQJ�D�QHZ�WHFKQRORJ\���RU�LW�PD\�FRPH�YLD�IRUHLJQ�GLUHFW�LQYHVWPHQW��,Q�HLWKHU�FDVH��RSHQQHVV�KDV�JUHDWO\�HQKDQFHG�WKH�GRPHVWLF�HFRQRP\¶V�DZDUHQHVV�RI��DQG�DFFHVV�WR��WHFKQRORJLFDO�DGYDQFHV�LQ�WKH�UHVWRI�WKH�ZRUOG�7DEOH���VKRZV�WKDW�(J\SW¶V�DYHUDJH�WDULII�UDWH�RI�DURXQG����SHUFHQW�YDVWO\�H[FHHGV�WKH�DYHUDJH�WDULII�UDWHV�RI�WKH�RWKHU�HFRQRPLHV��7KHVH�KLJK�WDULII�UDWHV�FRQWLQXH�WR�XQGHUPLQH�ODERU�LQWHQVLYH�H[SRUW�OHG�JURZWK�IRU�(J\SW�
3URPRWLRQ�RI�6DYLQJ�WKURXJK�)LVFDO�3ROLF\
$OO�WKH�9)*(V�KDYH�KLJK�UDWHV�RI�VDYLQJ��VHH�7DEOH�����FRQVLGHUDEO\�LQ�H[FHVV�RI�(J\SW¶V�VDYLQJ�UDWH��1RWH�DQ�LPSRUWDQW�GHILQLWLRQDO�GLVWLQFWLRQ��*URVV�GRPHVWLF�VDYLQJ��ZKLFK�LV�UHSRUWHG�LQ�WKH�WDEOH��LV�FDOFXODWHG�DV�JURVV�GRPHVWLF�SURGXFW�PLQXV�GRPHVWLF�FRQVXPSWLRQ��
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*URVV�QDWLRQDO�VDYLQJ�LV�FDOFXODWHG�DV�JURVV�QDWLRQDO�SURGXFW�PLQXV�FRQVXPSWLRQ�� ,Q�WKH�FDVH�RI�(J\SW��JURVV�QDWLRQDO�SURGXFW�FRQVLGHUDEO\�H[FHHGV�JURVV�GRPHVWLF�SURGXFW�EHFDXVH�RI�ODUJH�QHW�WUDQVIHUV�IURP�DEURDG��PDLQO\�ZRUNHUV¶�UHPLWWDQFHV��7KHUHIRUH��QDWLRQDO�VDYLQJ��FXUUHQWO\�DURXQG����SHUFHQW�RI�*'3��LV�PXFK�KLJKHU�WKDQ�GRPHVWLF�VDYLQJ��ZKLFK�LV�FXUUHQWO\�DURXQG����SHUFHQW�RI�*'3��7KHUH�LV�QRW�DQ�LPSRUWDQW�GLIIHUHQFH�LQ�WKH�PHDVXUHV�IRU�WKH�RWKHU�FRXQWULHV�
7DEOH ����$YHUDJH�7DULII�5DWHV&RXQWU\ $YHUDJH�WDULII�UDWHV����
,QGRQHVLD ����5HSXEOLF�RI�.RUHD ����0DOD\VLD ����7KDLODQG ����(J\SW �����6RXUFH��81&7$'��7UDGH�$QDO\VLV�DQG�,QIRUPDWLRQ�6\VWHP�GDWD�RQ�&'�520�������
7DEOH����6DYLQJV�5DWHV�LQ�(J\SW�DQG�6HOHFWHG�(DVW�$VLDQ�(FRQRPLHV

*URVV�'RPHVWLF�6DYLQJ���SHUFHQW�RI�*'3����� ���� ���� ����
&KLOH �� �� �� ��+RQJ�.RQJ � �� �� ��,QGRQHVLD � �� �� ��5HS��RI�.RUHD � �� �� ��0DOD\VLD �� �� �� ��6LQJDSRUH � �� �� ��7KDLODQG �� �� �� ��(J\SW���JURVV�GRPHVWLF�VDYLQJV� �� � �� �(J\SW���JURVV�QDWLRQDO�VDYLQJ� QD QD QD ��6RXUFHV��:RUOG�%DQN�:RUOG�'HYHORSPHQW�5HSRUW��������������DQG�������IRU�GRPHVWLF�VDYLQJ��:RUOG�%DQN�&RXQWU\�2SHUDWLRQV�'LYLVLRQ�IRU�(J\SW��������IRU�HVWLPDWHV�RI�JURVV�QDWLRQDO�VDYLQJ�LQ������
��77KKHH FFDDOOFFXXOODDWWLLRRQQ RRII JJUURRVVVV QQDDWWLLRRQQDDOO VVDDYYLLQQJJ UUHHSSRRUUWWHHGG LLQQ WWKKHH WWDDEEOOHH HH[[FFOOXXGGHHVV RRIIIILLFFLLDDOO JJUUDDQQWWVV�� ,,II RRIIIILLFFLLDDOO JJUUDDQQWWVV ��LL��HH�� IIRRUUHHLLJJQQ DDLLGG��ZZHHUUHH LLQQFFOOXXGGHHGG DDVV SSDDUUWW RRII QQDDWWLLRRQQDDOO VVDDYYLLQQJJ�� WWKKHH VVDDYYLLQQJJ UUDDWWHH DDVV DD SSHHUUFFHHQQWW RRII **''33 ZZRRXXOOGG UULLVVHH EE\\ DDSSSSUURR[[LLPPDDWWHHOO\\ �� SSHHUUFFHHQQWW RRII**''33 GGXXUULLQQJJ ����������������
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7KH�KLJK�VDYLQJ�UDWHV�LQ�WKH�9)*(V�FRQWULEXWH�WR�UDSLG�FDSLWDO�DFFXPXODWLRQ��DQG�WKHUHE\�WR�UDSLG�HFRQRPLF�JURZWK��+LJK�VDYLQJ�UDWHV�ZHUH�QRW�DOZD\V�WKH�FDVH�LQ�WKH�9)*(V��7KH�JHQHUDO�SDWWHUQ�LV�WKDW�VDYLQJ�UDWHV�URVH�LQ WKH�FRXUVH�RI�JURZWK��IURP�PRGHVW�OHYHOV�LQ�WKH�����V�WR�UDWHV�H[FHHGLQJ����SHUFHQW�RI�*'3�LQ�WKH�����V��(J\SW¶V�QDWLRQDO�VDYLQJ�UDWHV�KDYH�EHHQ�FORVHU�WR����SHUFHQW�RI�*'3��RU�OHVV�LQ�UHFHQW�\HDUV��ZKLOH�WKH�GRPHVWLF�VDYLQJ�UDWH�KDV�W\SLFDOO\�EHHQ����SHUFHQW�RI�*'3�RU�OHVV�1DWLRQDO�VDYLQJ�LV�WKH�VXP�RI�JRYHUQPHQW�VDYLQJ�DQG�SULYDWH�VDYLQJ��*RYHUQPHQW�VDYLQJ��LQ�WXUQ��LV�WKH�H[FHVV�RI�FXUUHQW�JRYHUQPHQW�UHYHQXHV�RYHU�FXUUHQW�JRYHUQPHQW�H[SHQGLWXUH��7KH�ODUJHVW�GLIIHUHQFH�EHWZHHQ�(J\SW�DQG�WKH�9)*(V�LQ�RYHUDOO�QDWLRQDO�VDYLQJ�UDWHV�KDV�EHHQ�WKH�JRYHUQPHQW�VDYLQJ�UDWHV��7KH�9)*(V�KDYH�VL]DEOH�JRYHUQPHQW�VDYLQJ�DV�D�SHUFHQW�RI�*'3��ZKLOH�(J\SW¶V�JRYHUQPHQW�VDYLQJ�KDV�EHHQ�QHJDWLYH�XQWLO�UHFHQWO\��)ROORZLQJ�WKH�UHVWULFWLYH�EXGJHWDU\�PHDVXUHV�RI�WKH�HDUO\�����V��WKH�(J\SWLDQ�JRYHUQPHQW�LV�QRZ�VDYLQJ�DURXQG���SHUFHQW�RI�*'3��7KH�SULYDWH�VDYLQJ�UDWH�KDV�GHFOLQHG�DW�WKH�VDPH�WLPH��KRZHYHU��VR�WKDW�QDWLRQDO�VDYLQJ�UHPDLQV�EHORZ����SHUFHQW�RI�*'3��2Q�D�FURVV�FRXQWU\�EDVLV��KLJK�JRYHUQPHQW�VDYLQJ�LV�UHODWHG�WR�ORZ�RYHUDOO�OHYHOV�RI�JRYHUQPHQW�VSHQGLQJ�DV�D�SHUFHQW�RI�*'3��DV�VKRZQ�LQ�7DEOH����,Q�WKH�9)*(V��WRWDO�JRYHUQPHQW�VSHQGLQJ�DV�D�SHUFHQW�RI�*'3�WHQGV�WR�EH�ORZ��EHWZHHQ����DQG����SHUFHQW�RI�*'3��(J\SW¶V�RYHUDOO�JRYHUQPHQW�VSHQGLQJ��E\�FRQWUDVW��LV�DURXQG����SHUFHQW�RI�*'3��DIWHU�KDYLQJ�EHHQ�FXW�IURP�DQ�DVWRXQGLQJ����SHUFHQW�RI�*'3�LQ�������*RYHUQPHQWV�WKDW�KDYH�KLJK�OHYHOV�RI�JRYHUQPHQW�VSHQGLQJ�WHQG�WR�KDYH�ORZ�UDWHV�RI�JRYHUQPHQW�VDYLQJ��DV�KDV�EHHQ�WKH�FDVH�ZLWK�(J\SW��:KHQ�H[SHQGLWXUHV�DUH�KLJK��WD[�UHYHQXHV�ODJ�EHKLQG�H[SHQGLWXUHV�EHFDXVH�RI�SROLWLFDO�UHVLVWDQFH�WR�KLJK�WD[�UDWHV��DV�ZHOO�DV�LQFUHDVLQJ�WD[�DYRLGDQFH�DQG�HYDVLRQ��)LJXUH���VKRZV�D�VFDWWHU�SORW�RI�JRYHUQPHQW�VSHQGLQJ�YHUVXV�JRYHUQPHQW�VDYLQJ��ERWK�PHDVXUHG�DV�D�SHUFHQW�RI�*'3��:H�VHH�WKDW��LQGHHG��FRXQWULHV�ZLWK�ORZHU�UDWHV�RI�JRYHUQPHQW�VSHQGLQJ�WHQG�WR�KDYH�KLJKHU�UDWHV�RI�JRYHUQPHQW�VDYLQJ�,Q�PDQ\�RI�WKH�9)*(V��SULYDWH�VDYLQJ�UDWHV�DUH�DOVR�XQXVXDOO\�KLJK��7KLV�LV�SDUWO\�D�UHVXOW��UDWKHU�WKDQ�D�FDXVH��RI�UDSLG�JURZWK��VLQFH�KLJK�UDWHV�RI�JURZWK�VWLPXODWH�SULYDWH�
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KRXVHKROG�VDYLQJ�DQG�UHWDLQHG�HDUQLQJV�E\�ILUPV��+LJK�SULYDWH�VDYLQJ�UDWHV�DOVR�SDUWO\�UHIOHFW�WKH�GHYHORSPHQW�RI�ILQDQFLDO�PDUNHW�LQVWLWXWLRQV�WKDW�DUH�HIIHFWLYH�LQ�PRELOL]LQJ�KRXVHKROG�VDYLQJ��VXFK�DV�WKH�PLFUR�ILQDQFH�LQVWLWXWLRQV�LQ�,QGRQHVLD��H�J��%DQN�5DN\DW�,QGRQHVLD��ZKLFK�PRELOL]H�WKH�VDYLQJ�RI�PLOOLRQV�RI�UXUDO�KRXVHKROGV��0RUH�JHQHUDOO\��WKURXJKRXW�WKH�9)*(V��KRXVHKROGV�DUH�UHVSRQVLEOH�IRU�WKHLU�RZQ�UHWLUHPHQW�VDYLQJ��DQG�FDQQRW�H[SHFW�ODUJH�EXGJHWDU\�WUDQVIHUV�IURP�WKH�VWDWH��+RXVHKROG�UHVSRQVLELOLW\�FRPHV�LQ�WZR�IRUPV��,Q�VRPH�FRXQWULHV��VXFK�DV�+RQJ�.RQJ��.RUHD��0DXULWLXV��DQG�7DLZDQ��VWDWH�SURYLGHG�SHQVLRQV�DUH�HLWKHU�YHU\�ORZ�RU�HVVHQWLDOO\�QRQH[LVWHQW��,Q�&KLOH��0DOD\VLD�7DLZDQ��VWDWH�SURYLGHG�SHQVLRQV�DUH�HLWKHU�YHU\�ORZ�RU�HVVHQWLDOO\�QRQH[LVWHQW��,Q�&KLOH��0DOD\VLD��DQG�0DXULWLXV��WKH�VWDWH�KDV�LPSOHPHQWHG�D�V\VWHP�RI�PDQGDWRU\�SULYDWH�VDYLQJ��LQ�ZKLFK�WKH�JRYHUQPHQW�UHTXLUHV�WKDW�D�IUDFWLRQ�RI�HDUQLQJV�EH�GHSRVLWHG�LQWR�DQ�LQGLYLGXDO�UHWLUHPHQW�DFFRXQW��7KH�DPRXQW RI�VDYLQJV�DYDLODEOH�XSRQ�UHWLUHPHQW�LV�GHWHUPLQHG�VROHO\�E\�WKH�LQGLYLGXDO¶V�FRQWULEXWLRQV�RYHU�WKH�ZRUNLQJ�OLIH��SOXV�DFFXPXODWHG�LQFRPH�RQ�WKRVH�FRQWULEXWLRQV��
7DEOH�����*RYHUQPHQW�6SHQGLQJ�DV�3HUFHQW�RI�*'3�(J\SW�DQG�6HOHFWHG�(DVW�$VLDQ�(FRQRPLHV����&KLOH ����+RQJ�.RQJ ����,QGRQHVLD ����5HSXEOLF�RI�.RUHD ����0DOD\VLD ����6LQJDSRUH ����7KDLODQG ����,QGLD ����6RXUFH���*RYHUQPHQW�)LQDQFH�6WDWLVWLFV�<HDUERRN��,0)�������
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&URVV�FRXQWU\�HYLGHQFH�VXJJHVWV�WKDW�JHQHURXV�SD\�DV�\RX�JR�VWDWH�SHQVLRQV��DV�LQ�:HVWHUQ�(XURSH��WHQG�WR�GHSUHVV�KRXVHKROG�VDYLQJ�UDWHV��ZKLOH�KRXVHKROG�UHVSRQVLELOLW\�IRU�UHWLUHPHQW��ZKHWKHU�WKURXJK�ORZ�VWDWH�SHQVLRQV�RU�PDQGDWRU\�SULYDWH�VDYLQJV��WHQGV�WR�UDLVH�KRXVHKROG�VDYLQJ�UDWHV��7KLV�FDQ�EH�VHHQ�LQ�)LJXUH����ZKLFK�VKRZV�D�VFDWWHU�SORW�UHODWLQJ�WKH�FRYHUDJH�RI�VWDWH�SHQVLRQV��UHODWLYH�WR�DYHUDJH�LQFRPH��WR�WKH�SULYDWH�VDYLQJ�UDWH�LQ�WKH�HFRQRP\��7KH�QHJDWLYH�UHODWLRQVKLS�VXJJHVWV�WKDW�FRXQWULHV�ZLWK�PRUH�JHQHURXV�VWDWH�SURYLGHG�SHQVLRQV�KDYH�ORZHU�SULYDWH�VDYLQJ�UDWHV��(J\SW�KDV�DWWHPSWHG�WR�PDLQWDLQ�D�JHQHURXV�VWDWH�SHQVLRQ�V\VWHP�
+LJK�'HJUHH�RI�,QWHUQDO�&RPSHWLWLRQ
7KH�9)*(V�SURPRWH�HIILFLHQW�DOORFDWLRQ�RI�ODERU�DFURVV�VHFWRUV�WKURXJK�D�YDULHW\�RI�PDUNHW�VXSSRUWLYH�SROLFLHV��VRPH�RI�ZKLFK�VWDQG�LQ�VKDUS�FRQWUDVW�WR�(J\SW¶V�SROLFLHV��)LUVW��WKH�HQJLQH�RI�JURZWK�LQ�9)*(�LQGXVWULDOL]DWLRQ��DQG�HVSHFLDOO\�LQ�PDQXIDFWXULQJ��KDV�EHHQ�WKH�SULYDWH�VHFWRU��:KLOH�VRPH�RI�WKH�9)*(V�H[SHULHQFHG�D�EULHI�SKDVH�RI�LPSRUW�VXEVWLWXWLQJ�JURZWK�EHIRUH�RSHQLQJ�WKH�HFRQRP\��WKH�UDSLG�JURZWK�RI�PDQXIDFWXULQJ�H[SRUWV�LV�DOPRVW�HQWLUHO\�GXH�WR�SULYDWH�HQWHUSULVHV�$V�VKRZQ�LQ�7DEOH����WKH�UROH�RI�VWDWH�RZQHG�HQWHUSULVHV�DV�D�SURSRUWLRQ�RI�RYHUDOO�HPSOR\PHQW��RXWSXW��DQG�LQYHVWPHQW�LV�ORZ�LQ�WKH�9)*(V��DQG�LV�VWLOO�UHPDUNDEO\�KLJK�LQ�(J\SW��$FFRUGLQJ�WR�WKH�:RUOG�%DQN��������VWXG\�%XUHDXFUDWV�LQ�%XVLQHVV��E\�*DODO�DQG�FROOHDJXHV��62(�HPSOR\PHQW�LQ�(J\SW�LQ������DFFRXQWHG�IRU������SHUFHQW�RI�WRWDO�HPSOR\PHQW��62(�RXWSXW�ZDV������SHUFHQW�RI�WRWDO�RXWSXW��DQG�62(�LQYHVWPHQW�ZDV�DQ�DVWRXQGLQJ������SHUFHQW�RI�WRWDO�LQYHVWPHQW�H[SHQGLWXUH��*LYHQ�WKH�VSHHG�RI�SULYDWL]DWLRQ�LQ�WKH�&HQWUDO�(XURSHDQ�WUDQVLWLRQ�HFRQRPLHV��LW�LV�OLNHO\�WKDW�(J\SW¶V�VWDWH�VHFWRU��DV�D�SHUFHQW�RI�*'3��LV�QRZ�ODUJHU�WKDQ�DQ\�LQ�&HQWUDO�(XURSH�6HFRQG��DV�DOUHDG\�QRWHG��WKH�SULYDWH�ILUPV�LQ�WKH�9)*(V�DUH�H[SRVHG�WR�WKH�ULJRUV�RI�LQWHUQDWLRQDO�FRPSHWLWLRQ��HLWKHU�LQ�FRPSHWLWLRQ�ZLWK�LPSRUWV��RU�DV�H[SRUWHUV�RQ�ZRUOG�PDUNHWV��(YHQ�ZKHQ�ILUPV�UHFHLYH�SURWHFWLRQ�RQ�WKH�GRPHVWLF�PDUNHW�LQ�(DVW�$VLD��WKLV�LV�
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PDLQO\�WKH�FDVH�RI�ILQDO�FRQVXPHU�JRRGV��VXFK�DV�DXWRPRELOHV���WKH�SURWHFWHG�HQWHUSULVHV�VWLOO�WHQG�WR�EH�H[SRUWHUV�ZKLFK�UHFHLYH�SURWHFWLRQ�LQ�WKH�KRPH�PDUNHW�EXW�ZKLFK�DUH�QRQHWKHOHVV�GLVFLSOLQHG�E\�FRPSHWLWLRQ�LQ�IRUHLJQ�PDUNHWV�LQ�ZKLFK�WKH\�DOVR�RSHUDWH��3URWHFWLRQLVP��ZKHQ�LW�H[LVWV��LV�XVXDOO\�LQ�VHUYLFH�RI�H[SRUW�SURPRWLRQ��VHH�.UXJPDQ��������UDWKHU�WKDQ�IRU�SURWHFWLRQ�RI�WKH�GRPHVWLF�PDUNHW�SHU�VH��7KLUG��WKH�SULYDWH�ILUPV�LQ�WKH�9)*(V�RSHUDWH�LQ�D�UHJXODWRU\�HQYLURQPHQW�ZKLFK�RIIHUV�KLJK�IOH[LELOLW\�IRU�ZDJH�VHWWLQJ�DQG�WKH�KLULQJ�DQG�GLVPLVVLQJ�RI�ZRUNHUV��,Q�WKH�9)*(V��XQLRQ�EDUJDLQLQJ��ZKHQ�LW�H[LVWV��WDNHV�SODFH�DW�WKH�OHYHO�RI�WKH�HQWHUSULVHV��UDWKHU�WKDQ�DW�WKH�UHJLRQDO�RU�VHFWRUDO�OHYHO�DV�LQ�PDQ\�FDVHV�LQ�:HVWHUQ�(XURSH��7KHUHIRUH��WKH�WHUPV�RI�FROOHFWLYH�EDUJDLQLQJ�DJUHHPHQWV�DUH�VHW�DFFRUGLQJ�WR�PDUNHW�IRUFHV�IHOW�DW�WKH�HQWHUSULVH�OHYHO��8QLRQ�SRZHU�WHQGV�WR�EH�ORZ��DQG�OHJLVODWLRQ�KDV�WHQGHG�WR�UHVWULFW�WKH�UDQJH�RI�LVVXHV�FRYHUHG�E\�FROOHFWLYH�EDUJDLQLQJ��WKHUHE\�JUDQWLQJ�KLJK�IOH[LELOLW\�WR�PDQDJHPHQW��H�J��LQ�WKH�GLVPLVVDOV�RI�ZRUNHUV���:RUNHUV�KDYH�IHZ�JXDUDQWHHV�RI�ORQJ�WHUP�HPSOR\PHQW��ZLWK�WKH�SDUWLDO�H[FHSWLRQV�RI�.RUHD�VLQFH�WKH�ODWH�����V��DQG�-DSDQ��,Q�PRVW�RI�(DVW�$VLD��ILUPV�FDQ�UHGXFH�WKHLU�ZRUNIRUFHV�ZLWK�VKRUW�QRWLFH�DQG�PRGHVW�VHYHUDQFH�SD\PHQWV��(J\SW�VWDQGV�DV�WKH�H[WUHPH�RXWOLHU�UHJDUGLQJ�ODERU�UHJXODWLRQ��VLQFH�ZRUNHUV�LQ�WKH�IRUPDO�VHFWRU�KDYH�D�YLUWXDO�JXDUDQWHH�RI�FRQWLQXHG�HPSOR\PHQW��/D\RIIV�UHTXLUH�OHQJWK\�DQG�FRVWO\�OHJDO�SURFHGXUHV��DQG�DUH�UDUHO\�LI�HYHU�IRUWKFRPLQJ��0RUHRYHU��HQWU\�RI�QHZ�HQWHUSULVHV�LQWR�PDQ\�VHFWRUV�RI�WKH�HFRQRP\�LV�UHVWULFWHG�E\�OLFHQVLQJ�UHTXLUHPHQWV��VWDWH�PRQRSROL]DWLRQ�RI�NH\�HFRQRPLF�DFWLYLWLHV��DQG�DGPLQLVWUDWLYH�UHG�WDSH��LQFOXGLQJ�WKH�QHHG�WR�PDNH�PXOWLSOH�SD\RIIV���7KH�UHVXOWV�RI
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7DEOH�����6KDUH�RI�(PSOR\PHQW��2XWSXW��DQG�,QYHVWPHQW�LQ�62(V(J\SW�DQG�VHOHFWHG�IDVW�JURZLQJ�HFRQRPLHV�������
(PSOR\PHQW 2XWSXW ,QYHVWPHQW&KLOH ��� �� ���+RQJ�.RQJ QD QD QD,QGRQHVLD ��� ���� ���5HSXEOLF�RI .RUHD ��� ���� ���0DOD\VLD QD QD ���6LQJDSRUH QD QD QD7KDLODQG ��� ��� ���(J\SW ���� ���� ����1RWH���2XWSXW�IRU�,QGRQHVLD�LV�IRU�������6RXUFH��%XUHDXFUDWV�LQ�%XVLQHVV��:RUOG�%DQN�3ROLF\�5HVHDUFK�5HSRUW��2[IRUG�8QLYHUVLW\�3UHVV�������

(J\SW¶V�KLJKO\�UHJXODWHG�ODERU�DQG�SURGXFW�PDUNHWV�KDYH�EHHQ�GHYDVWDWLQJ��)RUPDO�VHFWRU�HPSOR\PHQW�LQ�(J\SW�LV�ORZ��LQ�ODUJH�SDUW�EHFDXVH�VR�PXFK�XUEDQ�HPSOR\PHQW�LV�FDUULHG�RQ�RXWVLGH�RI�IRUPDO�UHJLVWUDWLRQ��8QRIILFLDO�XQHPSOR\PHQW�LV�SXW�DW����SHUFHQW�RU�KLJKHU�
6RFLDO�3ROLFLHV�7DUJHWHG�WR�+XPDQ�&DSLWDO�$FFXPXODWLRQ
7KH�9)*(V�KDYH�DYRLGHG�ODUJH�VFDOH�UHGLVWULEXWLYH�WUDQVIHUV��L�H��VWDWH�SHQVLRQV��ZHOIDUH�VSHQGLQJ��RU�KHDY\�EXGJHWDU\�VXEVLGL]DWLRQ�RI�SDUWLFXODU�VHFWRUV�RI�WKH�HFRQRP\��%\�DYRLGLQJ�:HVWHUQ�(XURSHDQ�VW\OH�VRFLDO�ZHOIDUH�V\VWHPV��WKH�9)*(�HFRQRPLHV�KDYH�PDLQWDLQHG�UHODWLYHO\�ORZ�UDWHV�RI�JRYHUQPHQW�H[SHQGLWXUH�DQG�WD[DWLRQ�DV�D�SHUFHQW�RI�*'3��7KLV�UHVWUDLQW�LQ�JRYHUQPHQW�H[SHQGLWXUH�KDV�KHOSHG�WKH�9)*(�JRYHUQPHQWV�WR�SUHVHUYH�KLJK�UDWHV�RI�JRYHUQPHQW�VDYLQJ�ZKLOH�DOVR�DYRLGLQJ�KLJKO\�GLVWRUWLRQDU\�UDWHV�RI�WD[DWLRQ��2Q�WKH�RWKHU�KDQG��WKHVH�JRYHUQPHQWV�KDYH�PDGH�PDMRU�FRPPLWPHQWV�WR�KXPDQ�FDSLWDO�DFFXPXODWLRQ�YLD�VSHQGLQJ�RQ�SULPDU\�HGXFDWLRQ�DQG�KHDOWK��7KH�PRVW�QRWDEOH�VXFFHVV�KDV�EHHQ�WR�DFKLHYH KLJK�UDWHV�RI�OLWHUDF\��LQ�FRPSDULVRQ�ZLWK�(J\SW�ZKHUH�OLWHUDF\�UDWHV�FRQWLQXH�WR�ODJ�IDU�EHKLQG��VHH�7DEOH�����



''%%''55��&&..55 ����55CCEEEEJJUU��,,WWPPGG ��������

����

6PDOO�*RYHUQPHQW�DQG�/RZ�0DUJLQDO�7D[�5DWHV
:H�KDYH�QRWHG�UHSHDWHGO\�WKDW�WKH�9)*(�HFRQRPLHV�KDYH�DYRLGHG�WKH�ILVFDO�EXUGHQV�RI�KHDY\�JRYHUQPHQW�VSHQGLQJ��7KH�FRXQWHUSDUW�RI�UHODWLYHO\�ORZ�JRYHUQPHQW�VSHQGLQJ�DV�D�SHUFHQW�RI�*'3�LV�UHODWLYHO\�ORZ�UDWHV�RI�WD[DWLRQ��)RU�H[DPSOH��FRUSRUDWH�WD[�UDWHV�LQ�WKH�9)*(V�DUH�JHQHUDOO\�LQ�WKH�UDQJH�RI�������SHUFHQW��FRPSDUHG�ZLWK�EDVLF�FRUSRUDWH�UDWHV�EHWZHHQ����DQG����SHUFHQW�LQ�(J\SW��GHSHQGLQJ�RQ�WKH�VHFWRU�RI�HFRQRPLF�DFWLYLW\���7KHVH�KLJK�FRUSRUDWH�WD[�UDWHV�DUH�VXUHO\�D�GLVLQFHQWLYH�WR�GRPHVWLF�DQG�IRUHLJQ�FRUSRUDWH�LQYHVWPHQW�LQ�(J\SW��6LPLODUO\��(J\SW�LPSRVHV�YHU\�KLJK�SD\UROO�WD[DWLRQ�LQ�WKH�IRUPDOVHFWRU��DV�RSSRVHG�WR�ORZ�RU�HYHQ�]HUR�SD\UROO�WD[DWLRQ�LQ�WKH�9)*(V��2Q�PRQWKO\�VDODULHV�XS�WR�����(J\SWLDQ�SRXQGV��HPSOR\HU�FRQWULEXWLRQV�DUH����SHUFHQW�DQG�HPSOR\HH�FRQWULEXWLRQV�DUH����SHUFHQW��2Q�PRQWKO\�YDULDEOH�SD\��H�J��LQFHQWLYH�ERQXVHV���HPSOR\HU�FRQWULEXWLRQV�DUH����SHUFHQW�DQG�HPSOR\HH�FRQWULEXWLRQV�DUH����SHUFHQW��XS�WR�����(J\SWLDQ�SRXQGV��
,QGXVWULDO�3ROLFLHV
7KH�9)*(V�KDYH�EHHQ�PDUNHG�E\�SULYDWH�VHFWRU�RULHQWDWLRQ��KLJK�UDWHV�RI�QDWLRQDO�VDYLQJ��DQG�LQWHQVH�FRPSHWLWLRQ�LQ�SURGXFW�DQG�ODERU�PDUNHWV��,W�LV�RIWHQ�FODLPHG�WKDW�LQ�DGGLWLRQ�WR��RU�HYHQ�LQVWHDG�RI��WKHVH�PDUNHW�IRUFHV��WKH�NH\�WR�UDSLG�LQGXVWULDOL]DWLRQ�LQ�WKH�IDVW�JURZLQJ�(DVW�$VLDQ�HFRQRPLHV��VL[�RI�WKH�HLJKW�9)*(V��UHVWV�RQ�VSHFLDO�LQGXVWULDO�SROLFLHV�RI�WKH�JRYHUQPHQW��$PVGHQ��������DQG�:DGH��������DUH�ZLGHO\�FLWHG�DGYRFDWHV�RI�WKLV�SRVLWLRQ��:KDW�LV�WKH�HYLGHQFH�LQ�IDYRU�RI�RU�DJDLQVW�WKH�UROH�RI�LQGXVWULDO�SROLFLHV�LQ�(DVW�$VLD"7KH�VWDUWLQJ�SRLQW�IRU�DQDO\]LQJ�LQGXVWULDO�SROLFLHV�LQ�(DVW�$VLD�VKRXOG�EH�WKH�UHFRJQLWLRQ�WKDW�WKHUH�LV�QR�VLQJOH�(DVW�$VLDQ�PRGHO��7KH�H[WHQW�RI�JRYHUQPHQW�LQWHUYHQWLRQ�LQ�LQGXVWU\�KDV�GLIIHUHG�PDUNHGO\��.RUHD�KDV�VXUHO\�EHHQ�WKH�PRVW�LQWHUYHQWLRQLVW��UDWKHU�FORVHO\�PRGHOLQJ�LWV�LQGXVWULDO�SROLFLHV�RQ�-DSDQHVH�LQVWLWXWLRQV��7DLZDQ�SUREDEO\�FRPHV�QH[W�LQ�WKH�H[WHQW�RI�JRYHUQPHQW�LQWHUYHQWLRQ�LQ�LQGXVWU\��WKRXJK�
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ZLWK�FRQVLGHUDEO\�PRUH�PDUNHW�RULHQWDWLRQ�DQG�UHOLDQFH�RQ�VPDOO��IDPLO\�EXVLQHVVHV�DV�RSSRVHG�WR�WKH�ODUJH�LQGXVWULDO�FRQJORPHUDWHV��FKDHERO��VXSSRUWHG�E\�VWDWH�SROLFLHV�LQ�.RUHD��6RXWKHDVW�$VLD��E\�FRQWUDVW��KDV�VKRZQ�FRQVLGHUDEO\�OHVV�JRYHUQPHQW�LQWHUYHQWLRQ�LQ�LQGXVWULDO�SROLFLHV�WKDQ�KDV�1RUWKHDVW�$VLD��-DSDQ��.RUHD��DQG�7DLZDQ���+RQJ�.RQJ��IRU�H[DPSOH��KDV�PDLQWDLQHG�FRPSOHWHO\�IUHH�WUDGH��ZLWK�]HUR�WDULIIV��TXRWDV��DQG�OLFHQVHV�RQ�PHUFKDQGLVH�WUDGH��6LQJDSRUH�DV�ZHOO�KDV�HVVHQWLDOO\�PDLQWDLQHG�RSHQ�WUDGH��WKRXJK�ZLWK�PRUH�JRYHUQPHQW�LQWHUYHQWLRQ�YLD�WD[�SROLFLHV�DQG�RWKHU�LQFHQWLYHV��,QGRQHVLD��0DOD\VLD��DQG�7KDLODQG�KDYH�DOVR�SXUVXHG�UDWKHU�PRGHVW�SURJUDPV�RI�LQGXVWULDO�SROLF\�LQ�FRPSDULVRQ�ZLWK�1RUWKHDVW�$VLD��$OO�WKUHH�KDYH�PDLQWDLQHG�UHODWLYHO\�RSHQ�WUDGH�VLQFH�WKH�����V��EDVHG�RQ�FRQYHUWLEOH�FXUUHQFLHV��PRGHVW�WDULII�UDWHV��DQG�UHODWLYHO\�IUHH�PDUNHWV�IRU�FDSLWDO�DQG�ODERU��:KLOH�WKHVH�WKUHH�6RXWKHDVW�$VLDQ�HFRQRPLHV�KDYH�DOO�HQJDJHG�LQVRPH�HIIRUWV�WR�LGHQWLI\�DQG�SURPRWH�LQGXVWULDO�ZLQQHUV��PRVW�LQGXVWULDO�JURZWK��DQG�HVSHFLDOO\�ODERU�LQWHQVLYH�H[SRUW�JURZWK��KDV�WDNHQ�SODFH�XQGHU�PDUNHW�SUHVVXUHV��'LUHFW�JRYHUQPHQW�VXSSRUW�IRU�ZLQQHUV�KDV�PDLQO\�FRPH�LQ�WKH�KLJK�WHFKQRORJ\�DQG�KHDY\�LQGXVWU\�VHFWRUV��DQG�ZLWK�PL[HG�VXFFHVV�'HVSLWH�WKH�ZLGH�YDULHW\�RI�LQGXVWULDO�SROLFLHV�HVSHFLDOO\�WKH�GLIIHUHQFHV�EHWZHHQ�1RUWKHDVW�DQG�6RXWKHDVW�$VLD�WKHUH�LV�PXFK�OHVV�YDULHW\�LQ�RXWFRPHV��DOO�RI�WKH�FRXQWULHV�VXFFHHGHG�LQ�H[SRUW�OHG�PDQXIDFWXULQJ�JURZWK��7KH�HYLGHQFH�VXJJHVWV�WKDW�LW�LV�WKH�FRPPRQ�IHDWXUHV�LQ�(DVW�$VLD²FXUUHQF\�FRQYHUWLELOLW\��PRGHUDWH�WDULIIV��VWURQJ�SULYDWH�VHFWRU�RULHQWDWLRQ²UDWKHU�WKDQ�VSHFLILF�LQGXVWULDO�SROLFLHV��WKDW�DUH�EHKLQG�WKH�ZLGHVSUHDG�VXFFHVVHV�LQ�WKH�UHJLRQ��7KLV�FRQFOXVLRQ�LV�VXSSRUWHG�E\�VHYHUDO�UHFHQW�VWXGLHV�ZKLFK�KDYH�DQDO\]HG�LQGXVWULDO�SROLFLHV�RQ�D�PRUH�GHWDLOHG�VHFWRUDO�EDVLV��0RVW�RI�WKHVH�VKRZ�PRGHVW�RU�QHJDWLYH�FRQWULEXWLRQV�RI�VHFWRUDO�LQGXVWULDO�SROLFLHV�WR�SURGXFWLYLW\�JURZWK��)RU�H[DPSOH��D�FRPSDULVRQ�RI JURZWK�RI�IUHH�PDUNHW�+RQJ�.RQJ�ZLWK�PRGHUDWHO\�LQWHUYHQWLRQLVW�6LQJDSRUH�ILQGV�KLJKHU�SURGXFWLYLW\�JURZWK�LQ�+RQJ�.RQJ��<RXQJ���������$�GHWDLOHG�VWXG\�RI�VHFWRUDO�SURGXFWLYLW\�JURZWK�LQ�.RUHD�ILQGV�WKDW�VHFWRUV�WDUJHWHG�E\�LQGXVWULDO�SROLF\�LQFHQWLYHV��H�J��VXEVLGLHV��WD[�EHQHILWV��HWF���H[SHULHQFHG�ORZHU��QRW�
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KLJKHU��UDWHV�RI�SURGXFWLYLW\�JURZWK��$�VWXG\�RI�WKH�PRVW�LQWHUYHQWLRQLVW�SHULRG�LQ�.RUHD��WKH�VR�FDOOHG�+HDY\�DQG�&KHPLFDO�,QGXVWU\�GULYH�RI����������ILQGV�D�PL[HG�UHFRUG�RI�LQGXVWULDO�SROLF\��VHH�6WHUQ��.LP��3HUNLQV��DQG�<RR���������7KH�DXWKRUV�FRQFOXGH�WKDW�PDQ\�RI�WKH�VXFFHVVIXO�JRYHUQPHQW�LQWHUYHQWLRQV�LQ�.RUHD�ZHUH�LQ�IDFW�QHHGHG�WR�RIIVHW�RWKHU�GLVWRUWLRQV�LQ�WKH�.RUHDQ�HFRQRP\��DQG�WKDW�WKH�LQWHUYHQWLRQLVW�SROLFLHV�ZRXOG�QRW�KDYH�EHHQ�QHHGHG�DW�DOO�LI�.RUHD�KDG�EHHQ�PRUH�WKRURXJKO\�PDUNHW�RULHQWHG�IURP�WKH�VWDUW��,Q�RWKHU�ZRUGV��.RUHDQ�LQGXVWULDO�SROLF\�LQ�WKH�����V�VKRXOG�EH�YLHZHG�DV�D�VHFRQG�EHVW�SROLF\�WR�RYHUFRPH�RWKHU�H[LVWLQJ�GLVWRUWLRQV�LQ�WKH�PDUNHW��UDWKHU�WKDQ�WR�VXSHUVHGH�WKH�PDUNHW��5HFHQW�UHVHDUFK�RQ�WKH�-DSDQHVH�HFRQRP\��DOOHJHGO\�WKH�RULJLQDO�VLWH�RI�VXFFHVVIXO�LQGXVWULDO�SROLF\��KDV�DOVR�WXUQHG�XS�QHJDWLYH�FRQFOXVLRQV�DERXW�WKH�SURGXFWLYLW\�HIIHFWV�RI�LQGXVWULDO�WDUJHWLQJ��:HLQVWHLQ���������:KLOH�(DVW�$VLDQ�HFRQRPLHV�KDYH�GLIIHUHG�ZLGHO\�LQ�WKH�VFRSH�DQG�DPELWLRQ�RI�LQGXVWULDO�SROLF\��LW�LV�WUXH�WKDW�D�IHZ�LQVWLWXWLRQV�RI�LQGXVWULDO�SROLF\�KDYH�EHHQ�ZLGHO\�DSSOLHG��DQG�GHVHUYH�D�V\PSDWKHWLF�ORRN��0RVW�LPSRUWDQWO\��YLUWXDOO\�DOO�RI�WKH�(DVW�$VLDQ�FRXQWULHV�KDYH�XWLOL]HG�H[SRUW�SURFHVVLQJ�]RQHV��(3=V��RU�RWKHU�VSHFLDO�HFRQRPLF�]RQHV��6(=V��WR�KHOS�DWWUDFW�IRUHLJQ�LQYHVWPHQW�DQG�WR�LQLWLDWH�WKH�SURFHVV�RI�PDQXIDFWXULQJ�H[SRUW�OHG�JURZWK��7KHVH�]RQHV�KDYH�QRW�DLPHG�WR�SLFN�ZLQQHUV�LQ�WKH�FODVVLF�VHQVH�RI�LQGXVWULDO�SROLF\��5DWKHU��WKH\�KDYH�DWWHPSWHG�WR�FDUYH�RXW�D�JHRJUDSKLFDO�]RQH�LQ�ZKLFK�H[SRUW�EXVLQHVVHV�FDQ�FRQGXFW�SURILWDEOH�H[SRUW�RULHQWHG�DFWLYLWLHV��H[HPSW�IURP�FRVWO\�UHJXODWLRQV��WD[�ODZV��DQG�ODERU�VWDQGDUGV�WKDW�DSSO\�PRUH�JHQHUDOO\�ZLWKLQ�WKH�FRXQWU\��7KH�(3=V�DUH�KHOSIXO�LQ�JHWWLQJ�IRUHLJQ�GLUHFW�LQYHVWPHQW�XQGHUZD\��DQG�LQ�SURYLGLQJ�D�GHPRQVWUDWLRQ�HIIHFW�WKDW�FDQ�DFW�DV�DQ�LQGXFHPHQW�IRU�IXUWKHU�SROLF\�UHIRUPV��7KH\�ZLOO�IDLO��KRZHYHU��LI�WKH\�DUH�YLHZHG�DV�D�VXEVWLWXWH�IRU�EURDG�EDVHG�OLEHUDOL]DWLRQ��WKDW�LV��DV�DQ�H[FXVH�QRW�WR�XQGHUWDNH�OLEHUDOL]DWLRQ�PHDVXUHV�WKDW�H[WHQG�WKURXJKRXW�WKH�HQWLUH�HFRQRP\��0RUH�JHQHUDOO\��WKH�UHODWLYHO\�VXFFHVVIXO�LQGXVWULDO�SROLFLHV�KDYH�D�IHZ�FRPPRQ�FKDUDFWHULVWLFV��x WKH\�KDYH�DLPHG�WR�SURPRWH�H[SRUWV�UDWKHU�WKDQ�WR�SURWHFW�WKH�GRPHVWLF�PDUNHW��
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x WKH\�KDYH�SURYLGHG�OLPLWHG�VXEVLGL]DWLRQ�RQ�WKH�EDVLV�RI�PRQLWRUDEOH��PHDVXUDEOH��VXFFHVVIXO�SHUIRUPDQFH��H�J��WKH�JURZWK�RI�H[SRUWV��UDWKHU�WKDQ�WR�FRYHU�ORVVHV�x WKH\�KDYH�EHHQ�WHPSRUDU\�UDWKHU�WKDQ�SHUPDQHQW�VXEVLGLHV��H�J��D�ILYH�\HDU�WD[�KROLGD\�IRU�QHZ�H[SRUW�ILUPV��
,V�(DVW�$VLD�5HDOO\�D�0RGHO�IRU�5DSLG�*URZWK"�
$�ZLGHO\�UHDG�DUWLFOH�E\�3DXO�.UXJPDQ��������KDV�FDOOHG�LQWR�TXHVWLRQ�WKH�JURZWK�SHUIRUPDQFH�RI�WKH�(DVW�$VLDQ�HFRQRPLHV��.UXJPDQ�DUJXHV�WKDW�(DVW�$VLD¶V�JURZWK�UHVXOWHG�IURP�FDSLWDO�DFFXPXODWLRQ��UDWKHU�WKDQ�IURP�LPSURYHPHQWV�LQ�SURGXFWLYLW\��+H�JRHV�RQ�WR�FRPSDUH�WKLV�JURZWK�ZLWK�WKH�JURZWK�RI�WKH�6RYLHW�HFRQRP\��ZKLFK�ZDV�VLPLODUO\�EDVHG�RQ�WKH�UDSLG�DFFXPXODWLRQ�RI�FDSLWDO��+LV�LPSOLFLW�FRQFOXVLRQ�LV�WKDW�(DVW�$VLDQ�JURZWK�LV�QHLWKHU�D�PRGHO�IRU�RWKHU�FRXQWULHV�QRU�VXVWDLQDEOH��.UXJPDQ�PLVVHV�WKH�HVVHQWLDO�SRLQW�RI�(DVW�$VLDQ�JURZWK��8QOLNH�6RYLHW�FDSLWDO�DFFXPXODWLRQ��WKH�DFFXPXODWLRQ�RI�FDSLWDO�LQ�(DVW�$VLD�KDV�EHHQ�FDUULHG�RXW�PRVWO\�XQGHU�PDUNHW�IRUFHV��DQG�HVSHFLDOO\�XQGHU LQWHUQDWLRQDO�PDUNHW�IRUFHV��7KH�LQYHVWPHQWV�DUH�WKHUHIRUH�WHVWHG�UHSHDWHGO\�E\�WKH�PDUNHWSODFH��7KH�6RYLHW�HFRQRP\�HYHQWXDOO\�FROODSVHG�LQ�SDUW�EHFDXVH�WKH�VWUXFWXUH�RI�SURGXFWLRQ�GULIWHG�IDUWKHU�DQG�IDUWKHU�DZD\�IURP�WKH�QHHGV�RI�WKH�VRFLHW\��,Q�WKH�HQG��WKH�6RYLHW�8QLRQ�ZDV�SURGXFLQJ�QHDUO\�WZLFH�WKH�VWHHO�RI�WKH�8QLWHG�6WDWHV��IRU�DQ�HFRQRP\�URXJKO\�RQH�VHYHQWK�WKH�VL]H�LQ�WHUPV�RI�SXUFKDVLQJ�SRZHU��,W�ZDV�QRW�VXUSULVLQJ��WKHUHIRUH��WKDW�ZKHQ�WKH�EXUHDXFUDWV�VWRSSHG�GHPDQGLQJ�WKH�VWHHO�DIWHU�������PDUNHW�GHPDQG�IRU�VWHHO�FRXOG�QRW�FRPSHQVDWH��DQG�WKH�VWHHO�VHFWRU�VXIIHUHG�D�YHU\�VKDUS�GHFOLQH��7KHUH�LV�DEVROXWHO\�QR�UHDVRQ�WR�VXVSHFW�WKDW�(DVW�$VLD�ZRXOG�VLPLODUO\�EH�VXEMHFW�WR�D�FROODSVH�RI�GHPDQG��VLQFH�LQGXVWULDO�SURGXFWLRQ�KDV�EHHQ�UHVSRQVLYH�WR�PDUNHW�GHPDQG�RQ�DQ�RQJRLQJ�DQG�LQWHQVLYH�EDVLV�
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����&KLQHVH�*URZWK�DQG�/HVVRQV�IRU�(J\SW
,I�PDUNHW�FRPSHWLWLRQ�DQG�RSHQQHVV�DUH�D�VLQH�TXD�QRQ�IRU�UDSLG�JURZWK��WKHQ�&KLQD¶V�H[SHULHQFH�RI�WKH�SDVW����\HDUV²VLQFH�WKH�RQVHW�RI�'HQJ�;LRDSLQJ¶V�PDUNHW�UHIRUPV�LQ�����²FULHV�RXW�IRU�H[SODQDWLRQ��+RZ�LV�LW�WKDW�D�FRXQWU\�VWLOO�SXUVXLQJ�D�VRFLDOLVW�PRGHO��DOEHLW�RQH�ZLWK�&KLQHVH�FKDUDFWHULVWLFV��KDV�DFKLHYHG�VXFK�UDSLG�JURZWK"�8QOLNH�WKH�RWKHU�(DVW�$VLDQ�HFRQRPLHV��&KLQD�KDV�PDLQWDLQHG�D�PDMRU�UROH�RI�WKH�VWDWH�LQ�JXLGLQJ�LQYHVWPHQW��DQG�D�PDMRU�UROH�RI�VWDWH�RZQHG�HQWHUSULVHV�LQ�WKH�HFRQRP\��,V�&KLQD�DQ�H[FHSWLRQDO�FDVH�LQ�(DVW�$VLD��RU�DQ�H[FHSWLRQ�WKDW�SURYHV�WKH�UXOH"�:KLOH�&KLQD�KDV�LQGHHG�SURWHFWHG�LWV�ODUJH�VWDWH�RZQHG�LQGXVWULDO�VHFWRU��WKH�VRXUFH�RI�G\QDPLF�JURZWK�LQ�&KLQD�OLHV�LQ�WKH�QRQ�VWDWH�VHFWRU��ZKLFK�KDV�RSHUDWHG�PXFK�FORVHU�WR�PDUNHW�IRUFHV��,QGHHG��RXWVLGH�RI�WKH�VWDWH�HQWHUSULVH�VHFWRU��WKH�&KLQHVH�HFRQRP\�KDV�PXFK�LQ�FRPPRQ�ZLWK�WKH�RWKHU�(DVW�$VLDQ�HFRQRPLHV��HVSHFLDOO\�ZKHQ�WKHVH�RWKHU�HFRQRPLHV�ZHUH�DW�DQ�HDUOLHU�VWDJH�RI�GHYHORSPHQW��:KLOH�&KLQD¶V�QRQ�VWDWH�HFRQRP\�RSHUDWHV�ZLWKRXW�PDQ\�RI�WKH�OHJDO�XQGHUSLQQLQJV�RI�D�PRUH�DGYDQFHG�PDUNHW�HFRQRP\��WKH�QRQ�VWDWH�VHFWRU�LV�VXEMHFW�WR�WKH�VWURQJ�PDUNHW�FRPSHWLWLRQ��LQWHUQDWLRQDO�WUDGH��DQG�ORZ�WD[DWLRQ�WKDW�DUH�KDOOPDUNV�RI�WKH�IDVW�JURZLQJ�PDUNHW�HFRQRPLHV�RI�(DVW�$VLD��'HVSLWH�DSSHDUDQFHV��(J\SW�PD\�EH�OHVV�PDUNHW�RULHQWHG�WKDQ�&KLQD��EHFDXVH�&KLQD¶V�QRQ�VWDWH�VHFWRU�LV�UHODWLYHO\�XQFRQVWUDLQHG�E\�JRYHUQPHQW�UHJXODWLRQ��ZKLOH�(J\SW¶V�QRQ�VWDWH�VHFWRU�FRQWLQXHV�WR�EH�WLHG�GRZQ�E\�H[WHQVLYH�UHJXODWLRQV�WKDW�KLQGHU�LWV�GHYHORSPHQW��7KH�NH\��WKHQ��WR�XQGHUVWDQGLQJ�&KLQD¶V�HFRQRPLF�VXFFHVV�OLHV�LQ�XQGHUVWDQGLQJ�WKH�OLPLWHG�UROH�RI�WKH�VWDWH�RZQHG�VHFWRU��VHH�6DFKV�DQG�:RR��������IRU�D�PRUH�GHWDLOHG�GLVFXVVLRQ�RI�&KLQD¶V�UHFHQW�JURZWK�H[SHULHQFH���:KHQ�'HQJ�;LRDSLQJ�EHJDQ�PDUNHW�UHIRUPV�LQ�&KLQD�LQ�������VWDWH�HQWHUSULVH�HPSOR\PHQW�ZDV�DSSUR[LPDWHO\����SHUFHQW�RI�WKH�WRWDO�&KLQHVH�ODERU�IRUFH��$SSUR[LPDWHO\����SHUFHQW�RI�WKH�SRSXODWLRQ�ZDV�HQJDJHGLQ�SHDVDQW�IDUPLQJ��DQG�DQRWKHU����SHUFHQW�RU�VR�RSHUDWHG�LQ�YDULRXV�QRQ�VWDWH�DFWLYLWLHV�RXWVLGH�RI�DJULFXOWXUH��HVSHFLDOO\�XUEDQ�FROOHFWLYH�HQWHUSULVHV�DWWDFKHG�WR�VWDWH�HQWHUSULVHV��DQG�LQGXVWULDO�WRZQVKLS�DQG�YLOODJH�HQWHUSULVHV��VHH�6DFKV�DQG�:RR��������IRU�GHWDLOV�RQ�
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WKLV�EUHDNGRZQ�RI�WKH�ODERU�IRUFH�E\�W\SH�RI�DFWLYLW\���&KLQD¶V�JUDGXDO�UHIRUPV�DIWHU������KDYH�LQYROYHG�WKH�OLEHUDOL]DWLRQ�RI�WKH�QRQ�VWDWH�SDUW�RI�WKH�HFRQRP\��ZKLOH�SUHVHUYLQJ�WKH�VRFLDOLVW�FKDUDFWHU�RI�WKH�SUH�H[LVWLQJ�VWDWH�RZQHG�HQWHUSULVHV��7KXV��LQ�WHUPV�RI�ODERU��URXJKO\����SHUFHQW�RI�WKH�ODERU�IRUFH�KDV�EHHQ�PDLQWDLQHG�LQ�WKH�VRFLDOLVW�VHFWRU��ZKLOH�D�OLWWOH�PRUH�WKDQ����SHUFHQW�RI�WKH�ODERU�IRUFH�KDV�RSHUDWHG�LQ�WKH�QRQ�VWDWH�SDUW�RI�WKH�HFRQRP\�&RQVLGHUDEOH�HYLGHQFH�FRQILUPV WKDW�LW�LV�&KLQD¶V�QRQ�VWDWH�VHFWRU��ODUJHO\�RSHUDWLQJ�XQGHU�IUHH�PDUNHW�UXOHV��UDWKHU�WKDQ�&KLQD¶V�VWDWH�VHFWRU��WKDW�KDV�EHHQ�WKH�VRXUFH�RI�&KLQD¶V�G\QDPLVP��)LUVW��WKH�VWDWH�RZQHG�VHFWRU�KDV�FRQWLQXHG�WR�PDNH�ODUJH�ORVVHV��GHVSLWH�PRUH�WKDQ����\HDUV�RI H[SHULPHQWDWLRQ�E\�WKH�JRYHUQPHQW�ZLWK�DOWHUQDWLYH�LQFHQWLYH�VFKHPHV�IRU�PDQDJHPHQW�DQG�ZRUNHUV��6HFRQG��WKH�SURGXFWLYLW\�JURZWK�LQ�WKH�VWDWH�RZQHG�VHFWRU�KDV�ODJJHG�IDU�EHKLQG�WKH�SURGXFWLYLW\�JURZWK�RI�WKH�QRQ�VWDWH�VHFWRU��DQG�DFFRUGLQJ�WR�VRPH�FDOFXODWLRQV��WRWDO�IDFWRU�SURGXFWLYLW\�JURZWK�RI�WKH�VWDWH�VHFWRU�KDV�EHHQ�FORVH�WR�]HUR��7KLUG��WKH�QRQ�VWDWH�VHFWRU�DFFRXQWV�IRU�WKH�H[SORVLYH�ULVH�RI�&KLQHVH�PDQXIDFWXULQJ�H[SRUWV��)RU�H[DPSOH��WKH�VKDUH�RI�VPDOO�VFDOH��UXUDO�HQWHUSULVHV��WKH�VR�FDOOHG�WRZQVKLS�DQG�YLOODJH�HQWHUSULVHV��RU�79(V��LQ�WRWDO�H[SRUWV�KDV�JURZQ�IURP������SHUFHQW�LQ������WR�DURXQG������SHUFHQW�LQ�������$QRWKHU�ODUJH�VKDUH�RI�H[SRUWV�KDV�FRPH�IURP�VSHFLDO�HFRQRPLF�]RQHV��6(=V���FRDVWDO�RSHQ�FLWLHV��DQG�HFRQRPLF�DQG�WHFKQRORJLFDO�GHYHORSPHQW�]RQHV��(7'=V���DOO�GHVLJQHG�WR�HQFRXUDJH�PDQXIDFWXULQJ�H[SRUWV��7KHVH�VSHFLDO�DUHDV�KDYH�UHFHLYHG�YDULRXV�NLQGV�RI�IDYRUDEOH�WD[�DQG�UHJXODWRU\�WUHDWPHQW��VXFK�DV�WD[�KROLGD\V�DQG�GXW\�IUHH�DFFHVV�WR�LPSRUWHG�LQSXWV�DQG�FDSLWDO�JRRGV�QHHGHG�IRU�H[SRUW�SURGXFWLRQ��7KH�6(=V�DQG�RWKHU�VSHFLDO�DUHDV�DUH�DNLQ�WR�WKH�H[SRUW�SURFHVVLQJ�]RQHV�WKDW�KDG�EHHQ�XVHG�LQ�RWKHU�SDUWV�RI�$VLD�DV�SDUW�RI�WKHLU�LQLWLDO�H[SRUW�OHG�JURZWK��)RXUWK��RYHUDOO�*'3�JURZWK�KDV�EHHQ�PXFK�IDVWHU�LQ�UHJLRQV�ZLWK�D�KLJK�SURSRUWLRQ�RI�HPSOR\PHQW�LQ�QRQ�VWDWH�HQWHUSULVHV��VHH�;LDR��������DQG�LQ�WKH�VSHFLDO�HFRQRPLF�]RQHV��:HL��������
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$�PDMRU�DVSHFW�RI�&KLQD¶V�G\QDPLVP�LV�WKH�ORZ�UDWH�RI�WD[DWLRQ�RI�QRQ�VWDWH�HQWHUSULVHV��6LQFH�&KLQHVH�JRYHUQPHQW�VSHQGLQJ�LV�D�UHPDUNDEO\�ORZ����SHUFHQWRI�*'3��&KLQD�FDQ�PDLQWDLQ�YHU\�ORZ�WD[�UDWHV�RQ�DYHUDJH�WKURXJKRXW�WKH�HFRQRP\��$V�DOUHDG\�QRWHG��PDQ\�QRQ�VWDWH�HQWHUSULVHV�DUH�DOPRVW�FRPSOHWHO\�H[HPSW�IURP�WD[DWLRQ��DW�OHDVW�LQ�WKHLU�ILUVW�IHZ�\HDUV�RI�RSHUDWLRQ��DV�WKH�UHVXOW�RI�VSHFLDO�WD[�SULYLOHJHV�DVVRFLDWHG�ZLWK�VSHFLDO�HFRQRPLF�]RQHV��&KLQD¶V�ODERU�PDUNHWV�DUH�DOVR�KLJKO\�IOH[LEOH�LQ�WKH�QRQ�VWDWH�VHFWRU��:KLOH�ZRUNHUV�LQ�WKH�VWDWH�VHFWRU�DUH�DFFRUGHG�JHQHURXV�MRE�JXDUDQWHHV�LQ�ERWK�&KLQD�DQG�(J\SW��ZRUNHUV�LQ�&KLQD¶V�QRQ�VWDWH�VHFWRU�GR�QRW�UHFHLYH�JXDUDQWHHG�HPSOR\PHQW��2QH�UHVXOW�KDV�EHHQ�WKH�UDSLG�JURZWK�RI�HPSOR\PHQW�LQ�&KLQD��VLQFH�ILUPV�FDQ�KLUH�ZRUNHUV�ZLWKRXW�IHDU�RI�EHLQJ�VWXFN�ZLWK�XQZDQWHG�ODERU�LQ�WKH�IXWXUH�GXH�WR�UHVWULFWLRQV�RQ�GLVPLVVDOV��)RUPDO�VHFWRU�HPSOR\PHQW�KDV�LQFUHDVHG�GUDPDWLFDOO\��IURP����PLOOLRQ�LQ�����������SHUFHQW�RI�WKH�HFRQRPLFDOO\�DFWLYH�SRSXODWLRQ��WR�������PLOOLRQ�LQ������������SHUFHQW�RI�WKH�HFRQRPLFDOO\�DFWLYH�SRSXODWLRQ���0RVW�RI�WKH�UHVW�RI�WKH�ODERU�IRUFH�LV�VWLOO�LQ�SHDVDQW�DJULFXOWXUH��7KH�VROXWLRQ�WR�WKH HFRQRPLF�SDUDGR[�RI�UDSLG�JURZWK�LQ�VRFLDOLVW�&KLQD�LV�WKHUHIRUH�WKUHHIROG��x WKH�VRFLDOLVW�VHFWRU�LV�D�YHU\�OLPLWHG�SDUW�RI�WKH�HFRQRP\��SHUKDSV����SHUFHQW�DV�PHDVXUHG�E\�HPSOR\PHQW��x WKH�QRQ�VWDWH�VHFWRU�KDV�EHHQ�JLYHQ�DPSOH�IUHHGRP�RI�HFRQRPLF�DFWLYLW\�LQFOXGLQJ�IDYRUDEOH�LQFHQWLYHV�VXFK�DV�LQ�WKH�6(=V��VR�WKDW�&KLQD�FRXOG�HPXODWH�WKH�H[SRUW�OHG�PDQXIDFWXULQJ�JURZWK�RI�WKH�UHVW�RI�(DVW�$VLD��x SROLWLFDO�GHFHQWUDOL]DWLRQ�RI�HFRQRPLF�GHFLVLRQ�PDNLQJ�KDV�VWUHQJWKHQHG�WKH�KDQG�RI�UHJLRQDO�JRYHUQPHQWV�UHODWLYH�WR�WKH�FHQWUDO�JRYHUQPHQW��WR�WKH�EHQHILW�RI�PDUNHW�UHIRUPV�
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����:KDW�LV�/HIW�WR�EH�'RQH�LQ�(J\SW"
(J\SW�KDV�H[SHULHQFHG�H[WHQVLYH�GHUHJXODWLRQ��HVSHFLDOO\�UHJDUGLQJ�LQWHUQDWLRQDO�WUDGH��VLQFH�PLG�������7KH�UHVXOWV�RI�PDUNHW�OLEHUDOL]DWLRQ�KDYH�EHHQ HQFRXUDJLQJ��*'3�JURZWK�LV�EDFN�DERYH���SHUFHQW�SHU�DQQXP��DIWHU�QHDUO\�]HUR�JURZWK�LQ������DQG�������7KH�UHFRYHU\�LQ�JURZWK��WKRXJK�VWLOO�PRGHVW��KDV�EHHQ�DFFRPSOLVKHG�ZKLOH�SUHVHUYLQJ�PRGHUDWH�UDWHV�RI�LQIODWLRQ�DQG�VXVWDLQDEOH�OHYHOV�RI�IRUHLJQ�H[FKDQJH�UHVHUYHV�DQG�WKH�EDODQFH�RI�SD\PHQWV��7KXV��WKH�ILUVW�VWDJH�RI�(J\SW¶V�PDUNHW�OLEHUDOL]DWLRQ�PXVW�EH�MXGJHG�D�VXFFHVV��:KHQ�HYDOXDWHG�E\�WKH�VWDQGDUGV�RI�WKH�9)*(V��KRZHYHU��LW�LV�FOHDU�WKDW�WKHUH�LV�VWLOO�PXFK�WR�DFFRPSOLVK�LI�(J\SW�LV�WR�DFKLHYH�VXVWDLQHG�KLJK�UDWHV�RI�HFRQRPLF�JURZWK��(J\SW¶V�JURZWK�UDWHV�IDOO�IDU�VKRUW�RI�WKH�9)*(V��GHVSLWH�WKH�IDFW�WKDW�(J\SW�LV�D�PXFK�SRRUHU�HFRQRP\��DQG�WKHUHIRUH�VKRXOG�EH�DEOH�WR�DFKLHYH�HYHQ�IDVWHU�JURZWK�WKDQ�WKH�9)*(V�LQ�YLHZ�RI�WKH�WHQGHQF\�WRZDUGV�HFRQRPLF�FRQYHUJHQFH��FDWFKLQJ�XS��DPRQJ�PDUNHW�RULHQWHG�HFRQRPLHV��7KH�UHODWLYHO\�VORZ�JURZWK�LV�PRVW�OLNHO\�WKH�UHVXOW�RI�FRQWLQXLQJ�VKRUWFRPLQJV�LQ�(J\SW¶V�PDUNHW�LQVWLWXWLRQV��(J\SW�FRQWLQXHV�WR�EH�WUDSSHG�E\�SUHFRQFHSWLRQV�RI�HDUOLHU�\HDUV�DQG�E\�WKH�YHVWHG�LQWHUHVWV�IRVWHUHG�E\�6/,��2QH�VLPSOH�JDXJH�RI�(J\SW¶V�JURZWK�SURVSHFWV�RQ�WKH�EDVLV�RI�FXUUHQW�SROLFLHV�LV�D�FURVV�FRXQWU\�JURZWK�HTXDWLRQ��ZKLFK�UHODWHV�D�FRXQWU\¶V�SHU�FDSLWD�HFRQRPLF�JURZWK�WR�LWV�LQLWLDO�LQFRPH�OHYHO�DQG�VHYHUDO�SROLF\�LQGLFDWRUV��LQFOXGLQJ��WKH�QDWLRQDO�VDYLQJ�UDWH��DQ�LQGH[�RI�RSHQQHVV�WR�WUDGH�DQG�ILQDQFLDO�IORZV��DQ�LQGH[�RI�ODERU�PDUNHW�IOH[LELOLW\��DQG�WKH�OHYHO�RI�JRYHUQPHQW�H[SHQGLWXUH�DV�D�SHUFHQW�RI�*'3��:H�H[SHFW�WR�ILQG�WKDW�JURZWK�LV�KLJKHU�IRU�SRRUHU�FRXQWULHV��DQG�IRU�KLJKHU�VDYLQJ�UDWHV��JUHDWHU�RSHQQHVV��PRUH�ODERU�PDUNHW�IOH[LELOLW\��DQG�ORZHU�JRYHUQPHQW�H[SHQGLWXUH�DV�D�SHUFHQW�RI�*'3���VHH�$SSHQGL[���IRU�GHWDLOV�RI�WKH�UHJUHVVLRQ�UHVXOWV�DQG�WKH�XQGHUO\LQJ�YDULDEOHV���2Q�WKH�EDVLV�RI�WKLV�UHJUHVVLRQ�HVWLPDWH��ZH�ILQG�D SUHGLFWHG�SHU�FDSLWD�JURZWK�UDWH�IRU�(J\SW�RI������SHUFHQW�SHU�\HDU�RQ�WKH�EDVLV�RI�FXUUHQW�SROLFLHV��1RZ��VXSSRVH�WKDW�HDFK�RI�WKH�NH\�SROLF\�YDULDEOHV�ZHUH�WR�WDNH�RQ�WKH�DYHUDJH�YDOXHV�RI�WKH�9)*(V��*LYHQ�(J\SW¶V�LQLWLDO�LQFRPH�
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OHYHO��WKH�SUHGLFWHG�SHU FDSLWD�JURZWK�RQ�WKH�EDVLV�RI�9)*(�SROLFLHV�RQ�VDYLQJ��WDULIIV��ODERU�PDUNHW�IOH[LELOLW\��DQG�JRYHUQPHQW�VSHQGLQJ�ZRXOG�EH������SHUFHQW�SHU�\HDU��:KLOH�WKHVH�UHVXOWV�DUH�DGPLWWHGO\�FUXGH��WKH\�KHOS�WR�HVWDEOLVK�WKDW�IXUWKHU�UHIRUPV�ZRXOG�KDYH�VLJQLILFDQW�HIIHFWV�RQ�UDLVLQJ�(J\SW¶V�JURZWK�UDWH�LQ�WKH�PHGLXP�WHUP��:H�ZRXOG�XQGHUVFRUH�WKH�IROORZLQJ�VHYHQ�SULRULW\�DUHDV�IRU�IXUWKHU�UHIRUPV�2SHQQHVV��(J\SW¶V�WDULII�UDWHV�DUH�VWLOO�DPRQJ�WKH�KLJKHVW�LQ�WKH�ZRUOG��DQG�FRQWLQXH�WR�EORFN�(J\SW¶V�DWWUDFWLYHQHVV�DV�DQ�H[SRUW�SODWIRUP�IRU�ODERU�LQWHQVLYH�PDQXIDFWXULQJ�SURGXFWLRQ��)XUWKHU�VWHSV�WRZDUGV�RSHQQHVV�VKRXOG�LQFOXGH��UHGXFWLRQV�RI�WDULII�UDWHV�WR�WKH�DYHUDJHV�LQ�WKH�9)*(V��EHWZHHQ���DQG����SHUFHQW���WKH�LPSOHPHQWDWLRQ�RI�H[SRUW�SURFHVVLQJ�]RQHV�RQ�D�ZLGHU�VFDOH�ZLWKLQ�(J\SW��EXW�DV�D�FRPSOHPHQW�UDWKHU�WKDQ�D�VXEVWLWXWH�IRU�ZLGHU�OLEHUDOL]DWLRQ��WKH�IXUWKHU�GHUHJXODWLRQ�RI�)',�LQ�LQGXVWU\��LQIUDVWUXFWXUH��DQG�ILQDQFLDO�VHUYLFHV��DQG�D�PRUH�IOH[LEOH�H[FKDQJH�UDWH�V\VWHP��H�J��D�FUDZOLQJ�EDQG�H[FKDQJH�UDWH�DV�LQ�&KLOH��3RODQG��DQG�RWKHU�VXFFHVVIXO�UHIRUP�HFRQRPLHV��WR�SUHYHQW�FKURQLF�RYHUYDOXDWLRQ�RI�WKH�QDWLRQDO�FXUUHQF\�
)LVFDO�5HIRUP
:LWK�(J\SW¶V�RYHUDOO�QDWLRQDO�VDYLQJ�UDWH�EHORZ����SHUFHQW��UDWKHU�WKDQ�WKH����SHUFHQW�RU�KLJKHU�VHHQ�LQ�WKH�9)*(V��WKHUH�LV�D�VWURQJ�FDVH�IRU�KLJKHU�OHYHOV�RI�JRYHUQPHQW�VDYLQJ�EDVHG�RQ�IXUWKHU�UHGXFWLRQV�LQ�JRYHUQPHQW�VSHQGLQJ��*RYHUQPHQW�VSHQGLQJ�DV�D�SHUFHQW�RI�*'3�FRXOG�EH�UHGXFHG�E\�FXWV�LQ�VXEVLGLHV��DQG�E\�WKH�XVH�RI�SULYDWL]DWLRQ�UHYHQXHV�WR�UHGXFH�SXEOLF�VHFWRU�LQGHEWHGQHVV��DQG�WKHUHE\�WR�UHGXFH�WKH�LQWHUHVW�EXUGHQ�RI�WKH�SXEOLF�GHEW��&XWV�LQ�JRYHUQPHQW�VSHQGLQJ�DV�D�SHUFHQW�RI�*'3�ZRXOG�SHUPLW�D�UHGXFWLRQ�RI�WD[�UDWHV�WR�PRUH�LQWHUQDWLRQDOO\�FRPSHWLWLYH�OHYHOV�
'HUHJXODWLRQ�DQG�3ULYDWL]DWLRQ�RI�6WDWH�0RQRSROLHV
(J\SW¶V�VWDWH�RZQHG�HQWHUSULVHV��62(V��GR�VHULRXV�GDPDJH�LQ�WZR�ZD\V��)LUVW��PDQ\�RI�WKH�62(V�DUH�LQHIILFLHQW�DQG�ORVV�PDNLQJ��6HFRQG��WKHVH�ILUPV�WHQG�WR�EH�SURWHFWHG�DV�PRQRSROLHV��HVSHFLDOO\�LQ�WKH�DUHDV�RI�ILQDQFH��LQFOXGLQJ�EDQNLQJ�DQG�LQVXUDQFH��DQG�
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LQIUDVWUXFWXUH��LQFOXGLQJ�WHOHFRPPXQLFDWLRQV��SRUW�IDFLOLWLHV��DQG�URDG�EXLOGLQJ��$Q�HQG�WR�WKH�VWDWH�PRQRSROL]DWLRQ�RI�WKHVH�VHFWRUV�LV�FUXFLDO�WR�SHUPLW�QHZ��SULYDWH�ILUPV�WR�LQWURGXFH�FRPSHWLWLRQ�DQG�KLJKHU�SURGXFWLYLW\�LQWR�WKHVH�VHFWRUV��3ULYDWL]DWLRQ�RI�WKH�H[LVWLQJ�62(V�LV�WKHUHIRUH�GHVLUDEOH�ERWK�RQ�ILVFDO�DV�ZHOO�DV�HIILFLHQF\�JURXQGV�
/DERU�/DZ�5HIRUP
2QH�JUHDW�LURQ\�RI�(J\SW¶V�HFRQRPLF�SROLF\�LV�WKDW�D�GHVSHUDWH�VKRUWIDOO�RI�MRE�FUHDWLRQ�LQ�WKH�IRUPDO�HFRQRP\�LV�FRPELQHG�ZLWK�KLJKO\�UHVWULFWLYH�ODERU�OHJLVODWLRQ�WKDW�VXEVWDQWLDOO\�UDLVHV�WKH�FRVWV�RI�KLULQJ�QHZ�ZRUNHUV��$V�ZH�KDYH�QRWHG��IRUPDO�VHFWRU�HPSOR\PHQW�LV�ORZ�DQG�XQHPSOR\PHQW�YHU\�KLJK��0RVW�LPSRUWDQWO\��WKH�FRQWLQXLQJ�EDUULHU�WR�WKH�GLVPLVVDO�RI�XQZDQWHG�ZRUNHUV�LQ�(J\SWLDQ�HVWDEOLVKPHQWV�SDUDO\]HV�ILUPV�LQ�KLULQJ�QHZ�ZRUNHUV��/DERU�LQWHQVLYH�PDQXIDFWXULQJ�H[SRUWV�UHTXLUH�FRPSHWLWLYH�DQG�IOH[LEOH�HQWHUSULVHV�WKDW�FDQ�YDU\�WKHLU�HPSOR\PHQW�DFFRUGLQJ�WR�FKDQJHV�LQ�PDUNHW�GHPDQG�DQG�FKDQJHV�LQ�WHFKQRORJ\��VR�(J\SW�UHPDLQV�DQ�XQDWWUDFWLYH�EDVH�IRU�VXFK�SURGXFWLRQ�LQ�SDUW�EHFDXVH�RI�WKH�FRQWLQXLQJ�REVWDFOHV�WR�IOH[LEOH�PDQDJHPHQW�RI�WKH�ODERU�IRUFH��$Q�LPSRUWDQW�VWHS�FRXOG�EH�WDNHQ�E\�GHVLJQDWLQJ�D�VLJQLILFDQW�QXPEHU�RI�H[SRUW�SURFHVVLQJ�]RQHV�LQ�ZKLFK�WKH�UHVWULFWLYH�ODERU�OHJLVODWLRQ�ZRXOG�QRW�DSSO\��$�PRUH�JHQHUDO�DSSURDFK�ZRXOG�EH�WR�JLYH�FRQWLQXHG�SURWHFWLRQV�WR�IRUPDO�VHFWRU�ZRUNHUV�WKDW�DUH�DOUHDG\�HPSOR\HG��ZKLOH�OLEHUDOL]LQJ�WKH�KLUH�DQG�GLVPLVVDO�RI�QHZ�ZRUNHUV�LQ�WKH�IXWXUH��7KH�WKLUG��DQG�PRVW�GHVLUDEOH�NLQG�RI�FKDQJH��ZRXOG�EH�WR�DEDQGRQ�WKH�JHQHUDO�UHVWULFWLRQV�RQ�KLUH�DQG�GLVPLVVDO��DQG�LQVWHDG�DOORZ�KLULQJ�DQG�GLVPLVVDO�GHFLVLRQV�WR�EH�PDGH�DW�WKH�OHYHO�RI�WKH�HQWHUSULVHV�DV�SDUW�RI�WKH�FROOHFWLYH�EDUJDLQLQJ�DJUHHPHQW�EHWZHHQ�HQWHUSULVHV�DQG�HQWHUSULVH�OHYHO�XQLRQV��ZLWKRXW�WKH�LQWHUIHUHQFH�RI�JRYHUQPHQW�
6RFLDO�3ROLF\
7KH�JRYHUQPHQW�QHHGV�WR�SURYLGH�ODUJHU�UHVRXUFHV�IRU�SULPDU\�HGXFDWLRQ�DQG�SULPDU\�KHDOWK��([SHQGLWXUH�RQ�JLUOV¶�HGXFDWLRQ�KDV�DQ�HVSHFLDOO\�KLJK�VRFLDO�UHWXUQ��VLQFH�IHPDOH�
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OLWHUDF\�VXSSRUWV�EHWWHU�IDPLO\�KHDOWK��ORZHU�LQIDQW�PRUWDOLW\��ORZHU�SRSXODWLRQ�JURZWK�WKURXJK�UHGXFHG�IHUWLOLW\�UDWHV��DQG�JUHDWHU�ODERU�PDUNHW�SURGXFWLYLW\�RI�ZRPHQ�,QIUDVWUXFWXUH��6HULRXV�LQIUDVWUXFWXUH�FRQVWUDLQWV�FDQ�RQO\�EH�RYHUFRPH�LI�WKH�JRYHUQPHQW�FUHDWHV�D�UHJXODWRU\�DQG�HFRQRPLF�HQYLURQPHQW�FRQGXFLYH�WR�ODUJH�VFDOH�LQIORZV�RI�IRUHLJQ�SULYDWH�LQYHVWPHQW�LQ�FULWLFDO�DUHDV�RI�LQIUDVWUXFWXUH��7KLV�LV�HVSHFLDOO\�WUXH�LQ�DUHDV�VXFK�DV�WHOHFRPPXQLFDWLRQV�DQG�WUDQVSRUW��LQFOXGLQJ�SRUW�IDFLOLWLHV���ZKLFK�SURYLGH�WKH�YLWDO�OLQNV�EHWZHHQ�(J\SW�DQG�WKH�ZRUOG�PDUNHW�
)LQDQFLDO�0DUNHW�5HIRUP
(J\SW¶V�EDQNLQJ�DQG�LQVXUDQFH�VHFWRUV�ZHUH�QDWLRQDOL]HG�VHYHUDO�GHFDGHV�DJR��:KLOH�D�QXPEHU�RI�RWKHU�FRXQWULHV�DOVR�XQGHUWRRN�VXFK�DFWLRQV��IRU�LQVWDQFH�0H[LFR��)UDQFH��DQG�&KLOH��WKH\�KDYH�E\�QRZ�UHYHUVHG�WKLV�SROLF\��(J\SW��E\�FRQWUDVW��VWLOO�UHOLHV�KHDYLO\�RQ�VWDWH�RZQHG�EDQNLQJ�DQG�LQVXUDQFH��7KH�UHVXOWV�DUH�VLJQLILFDQW�ORVVHV�LQ�WKH�EDQNLQJ�VHFWRU�DQG�KHDY\�LQHIILFLHQF\�LQ�WKH�GHOLYHU\�RI�ILQDQFLDO�VHUYLFHV�
����7KH�1HHG�IRU�$�&RPSUHKHQVLYH�*URZWK�6WUDWHJ\��
(J\SW¶V PDFURHFRQRPLF�VWUDWHJ\�LQ�UHFHQW�\HDUV�KDV�SURGXFHG�PL[HG�UHVXOWV��2Q�WKH�RQH�KDQG��(J\SW�KDV�RYHUFRPH�PDMRU�PDFURHFRQRPLF�LPEDODQFHV��DQG�KDV�HVWDEOLVKHG�UHODWLYH�VWDELOLW\�DQG�PRGHUDWH�JURZWK��2Q�WKH�RWKHU�KDQG��WKH�JURZWK�UHPDLQV�WRR�VORZ�WR�KDYH�DQ\�PDMRU�LPSDFW�RQ�(J\SW¶V�FULSSOLQJ�SRYHUW\�DQG�ULVLQJ�XQHPSOR\PHQW��7KH�ELJJHVW�SUREOHP�ZLWK�WKH�UHFHQW�VWUDWHJ\�KDV�EHHQ�DQ�H[FHVVLYH�IRFXV�RQ�VWDELOL]DWLRQ�DQG�WRR�OLWWOH�HPSKDVLV�RQ�ORQJ�WHUP�HFRQRPLF�JURZWK��7KLV�LV�QRW�WR�VD\�WKDW�EXGJHW�EDODQFH�LV�XQLPSRUWDQW��ZH�KDYH�VHHQ�WKDW�JRYHUQPHQW�VDYLQJ�LV�LQGHHG�DQ�LPSRUWDQW�FRPSRQHQW�RI�DQ�RYHUDOO�JURZWK�VWUDWHJ\��7KH�SUREOHP��UDWKHU��LV�WKDW�WKH�PDFURHFRQRPLF�SURJUDPV�KDYH�QRW�EHHQ�VXIILFLHQWO\�DPELWLRXV��DQG�WKH�JURZWK�WDUJHWV�KDYH�EHHQ�ORZ��H�J����SHUFHQW�SHU�\HDU��RU�OHVV�WKDQ���SHUFHQW�SHU�FDSLWD���
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$QRWKHU�SUREOHP�LV�WKDW�LVVXHV�WHQG�WR�EH�KDQGOHG�LQ�D�SLHFHPHDO�IDVKLRQ��)RU�H[DPSOH��WKHUH�KDV�EHHQ�D�ORQJ�VWDQGLQJ�GHEDWH�DERXW�WKH�H[FKDQJH�UDWH��ZLWK�WKH�(J\SWLDQ�JRYHUQPHQW�UHVLVWLQJ�YLJRURXVO\�DQ\�GHYDOXDWLRQ�RI�WKH�FXUUHQF\��7KH�ZKROH�LVVXH�ZRXOG�ORRN�YHU\�GLIIHUHQW��KRZHYHU��LI�WKH�H[FKDQJH�UDWH�ZHUH�FRQVLGHUHG�DV�SDUW�RI�DQ�RYHUDOO�JURZWK�VWUDWHJ\��,Q�WKDW�FDVH��WKH�QHHG�WR�PDNH�WKH�H[FKDQJH�UDWH�V\VWHP�PRUH�IOH[LEOH��H�J��E\�DGRSWLQJ�D�FUDZOLQJ�EDQG H[FKDQJH�UDWH��UDWKHU�WKDQ�D�VLPSOH�SHJ��ZRXOG�EHFRPH�PRUH�HYLGHQW��(YHQ�ZLWKRXW�D�GHYDOXDWLRQ��WKHUH�PLJKW�EH�JURXQGV�IRU�D�FRQVHQVXV�RQ�PDNLQJ�H[FKDQJH�UDWH�DUUDQJHPHQWV�PXFK�PRUH�IOH[LEOH�LQ�WKH�IXWXUH��$W�WKH�FXUUHQW�VWDJH�RI�UHIRUPV��(J\SW�QHHGV�WR VHW�IXUWKHU�UHIRUP�DFWLRQV��RQ�SULYDWL]DWLRQ��WUDGH�SROLF\��ILVFDO�SROLF\��WKH�H[FKDQJH�UDWH��LQIUDVWUXFWXUH��ODERU�PDUNHW�SROLF\��HWF���LQ�WKH�FRQWH[W�RI�D�FRPSUHKHQVLYH�JURZWK�SURJUDP��6XFK�D�SURJUDP�ZRXOG�VWDUW�ZLWK�DQ�DPELWLRXV�EXW�UHDOLVWLF�JURZWK�WDUJHW��VD\���SHUFHQW�SHU�\HDU�RQ�DYHUDJH�RYHU�WKH�FRXUVH�RI�WKH�QH[W�ILYH�\HDUV��7KHQ��SROLF\�PDNHUV�DQG�WKH�LQWHUQDWLRQDO�ILQDQFLDO�FRPPXQLW\��GRQRUV�DQG�WKH�,),V��ZRXOG�ZRUN�EDFNZDUGV��FRQVLGHULQJ�WKH�UDQJH�RI�ILVFDO��PRQHWDU\��VWUXFWXUDO��DQG�DLG�SROLFLHV�WKDW�FRXOG�VXSSRUW�WKH�DPELWLRXV�REMHFWLYHV��%\�PRYLQJ�IRUZDUG�RQ�D�SDFNDJH�RI�PHDVXUHV��ZLWK�D�FOHDU�DQG�DPELWLRXV�JURZWK�WDUJHW��UDWKHU�WKDQ�VLPSO\�WKH�REMHFWLYH�RI�VWDELOL]DWLRQ���WKH�(J\SWLDQ�JRYHUQPHQW�ZRXOG�ILQG�LW�PXFK�HDVLHU�WR�FRQVWUXFW�D�FRDOLWLRQ�RI�LQWHUHVWV�LQ�VXSSRUW�RI�WKH�QHHGHG�FKDQJHV��7KH�UHIRUPV�ZRXOG�QRW�VHHP�DUELWUDU\�RU�VLPSO\�GLFWDWHG�IURP�WKH�RXWVLGH��7KH\�ZRXOG�KDYH�D�FOHDU�DQG�PRQLWRUDEOH�REMHFWLYH��KLJKHU�JURZWK�DQG�PRUH�HPSOR\PHQW�FUHDWLRQ��:LWK�DQ�DPELWLRXV�JURZWK�WDUJHW��DQG�D�UHDOLVWLF�UHIRUP�VWUDWHJ\��(J\SW�FRXOG�ORRN�IRUZDUG�WR�UDSLG�DQG�VXVWDLQHG�HFRQRPLF�JURZWK��*LYHQ�WKH�SURJUHVV�RI�(J\SW¶V�UHIRUPV�WR�GDWH��DQG�WKH�SRVVLELOLW\�RI�DGGHG�UHIRUPV�LQ�WKH�QHDU�IXWXUH��(J\SW�FRXOG�ZHOO�EHFRPH�RQH�RI�WKH�ZRUOG¶V�IDVWHVW�JURZLQJ�FRXQWULHV�LQ�WKH�QH[W�GHFDGH��7R�GR�OHVV�ZRXOG�MHRSDUGL]H�DQRWKHU�JHQHUDWLRQ�WR�XQQHFHVVDU\�SRYHUW\��XQHPSOR\PHQW��DQG�LQVWDELOLW\�
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$SSHQGL[�,
%DVHG�RQ�DQ�LQGH[�RI�PDUNHW�HIILFLHQF\�EDVHG�RQ�GDWD�IURP�WKH�:RUOG�(FRQRPLF�)RUXP¶V��:()��*OREDO�UHFHQW�FURVV�FRXQWU\�JURZWK�PRGHOV��ZH�HVWLPDWH�D�UXGLPHQWDU\�FURVV�FRXQWU\�JURZWK�HTXDWLRQ�LQ�ZKLFK�SHU�FDSLWD�HFRQRPLF�JURZWK�LV�D�IXQFWLRQ�RI�LQLWLDO�SHU�FDSLWD�LQFRPH��WKH�QDWLRQDO�VDYLQJ�UDWH��DQG�&RPSHWLWLYHQHVV�5HSRUW��7KH�HIILFLHQF\�LQGH[�LV�WKH�VXP�RI�WKUHH�LQGH[HV�MRLQWO\�SUHSDUHG�E\�WKH�+DUYDUG�,QVWLWXWH�IRU�,QWHUQDWLRQDO�'HYHORSPHQW�DQG�WKH�:RUOG�(FRQRPLF�)RUXP��7KH�WKUHH�LQGH[HV�PHDVXUH��RSHQQHVV�RI�WKH�HFRQRP\�WR�WUDGH�DQG�ILQDQFLDO�IORZV��WKH�VL]H�RI�JRYHUQPHQW�LQ�WKH�HFRQRP\��DQG�ODERU�PDUNHW�IOH[LELOLW\��:H�DGG�WKH�WKUHH�LQGH[HV�IRU�RSHQQHVV��JRYHUQPHQW��DQG�ODERU�PDUNHWV�WR�FUHDWH�DQ�RYHUDOO�LQGH[�RI�PDUNHW�HIILFLHQF\��7KH�LQGH[�LV�FUHDWHG�WR�JLYH�D�KLJKHU�VFRUH�IRU��PRUH�RSHQQHVV��VPDOOHU�JRYHUQPHQW��DV�PHDVXUHG�E\�JRYHUQPHQW�H[SHQGLWXUH�DV�SHUFHQW RI�*'3��DQG�YDULRXV�UDWHV�RI�WD[DWLRQ���DQG�PRUH�IOH[LEOH�ODERU�PDUNHWV��7R�JLYH�D�VHQVH�RI�(J\SW¶V�UHODWLYH�UDQNLQJ�LQ�FRPSHWLWLYHQHVV��LQ�D�VDPSOH�RI����FRXQWULHV��ZLWK�D�UDQN�RI���EHLQJ�WKH�EHVW�SHUIRUPDQFH�DQG����WKH�SRRUHVW�SHUIRUPDQFH��(J\SW�UDQNV���QG�RQ�RSHQQHVV����VW�RQ�VL]H�RI�JRYHUQPHQW��DQG���WK�RQ�IOH[LELOLW\�RI�ODERU�PDUNHWV��7KH�(DVW�$VLDQ�HFRQRPLHV�UDQN�KLJKHU�RQ�DOO�FRXQWV��,I�ZH�WDNH�WKH�DYHUDJH�VFRUH�RI�WKH�(DVW�$VLDQ�HFRQRPLHV��WKH�DYHUDJH�(DVW�$VLDQ�HFRQRP\�ZRXOG�UDQN���WK�RQ�RSHQQHVV� �UG�RQ�VL]H�RI�JRYHUQPHQW��DQG��WK�RQ�IOH[LELOLW\��7KH�EDVLF�UHJUHVVLRQ�LV�VKRZQ�LQ�7DEOH�$���$V�H[SHFWHG��LQLWLDO�LQFRPH�HQWHUV�ZLWK�D�VLJQLILFDQW�QHJDWLYH�FRHIILFLHQW��SRRUHU�FRXQWULHV�WHQG�WR�JURZ�PRUH�UDSLGO\��DOO�RWKHU�WKLQJV�HTXDO��$OVR��DV�H[SHFWHG��PRUH�HIILFLHQW�HFRQRPLHV��L�H��WKRVH�ZLWK�D�KLJKHU�VFRUH�RQ�WKH�HIILFLHQF\�LQGH[��WHQG�WR�JURZ�PRUH�UDSLGO\��$FFRUGLQJ�WR�WKLV�HTXDWLRQ��(J\SW¶V�JURZWK�LV�KHOG�EDFN�E\�LWV�UHODWLYHO\�SRRU�UDQNLQJ�RQ�WKH�YDULRXV�FRPSRQHQWV�RI�PDUNHW�HIILFLHQF\��7R�HVWLPDWH�WKH�JURZWK�FRQVHTXHQFHV�RI�(J\SW¶V�HIILFLHQF\�LQGH[��ZH�XVH�WKH�UHJUHVVLRQ�HVWLPDWHV�WR�FDOFXODWH�WZR�JURZWK�UDWHV������WKH�SUHGLFWHG�JURZWK�IRU�(J\SW�JLYHQ�FXUUHQW�LQFRPH�OHYHOV��*'3�SHU�FDSLWD�DW�SXUFKDVLQJ�SRZHU�SDULW\�LQ�������DQG�
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FXUUHQW�PDUNHW�HIILFLHQF\��DQG�����WKH�SURMHFWHG�JURZWK�UDWH�IRU�(J\SW�IRU�FXUUHQW�LQFRPH�OHYHOV�EXW�DQ�LPSURYHG�PDUNHW�HIILFLHQF\�LQGH[�HTXDO�WR�WKH�DYHUDJH�IRU�WKH�(DVW�$VLDQ�HFRQRPLHV��$FFRUGLQJ�WR�WKH�UHJUHVVLRQ�HVWLPDWHV��WKH�LPSURYHPHQW�LQ�PDUNHW�HIILFLHQF\�WR�(DVW�$VLDQ�VWDQGDUGV�ZRXOG�UDLVH�DQQXDO�SHU�FDSLWD�JURZWK�E\�VRPH�����SHUFHQWDJH�SRLQWV�SHU�\HDU��WR�DQ�RYHUDOO�SUHGLFWHG�UDWH�RI������SHUFHQW�SHU�\HDU��7KH�FDOFXODWLRQV�DUH�VKRZQ�LQ�7DEOH�$��
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7DEOH�$���5HJUHVVLRQ�(VWLPDWHV
'HSHQGHQW�YDULDEOH,QGHSHQGHQW�YDULDEOHV� 5HDO�SHU�FDSLWD�JURZWK�������/RJ�LQLWLDO�LQFRPH ������������������6DYLQJ�UDWH������������� �����������������(IILFLHQF\�,QGH[ ������������������&RQVWDQW ������������������5� ����1 ��

7DEOH�$���*URZWK�&RXQWHUIDFWXDOV
(J\SW 6HYHQ�$VLDQ�HFRQRPLHV

/RJ�LQLWLDO�LQFRPH� ���� ����6DYLQJ�UDWH����� ����� �����(IILFLHQF\�,QGH[ ����� �����*URZWK�������� ����� ����

7DEOH�$���*URZWK�3UHGLFWLRQV�IRU�(J\SW
(J\SW¶V�SUHGLFWHG�JURZWK�UDWH����������� ����

3UHGLFWHG JURZWK�LI�(J\SW�KDG�HIILFLHQF\�LQGH[�RI�WKH�VHYHQ�$VLDQ�HFRQRPLHV�� ������������ ����3UHGLFWHG�JURZWK�LI�(J\SW�DOVR�KDG�WKH�VDYLQJV�UDWH�RI�WKH�VHYHQ�$VLDQ�HFRQRPLHV�� ������������ ����
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5HIHUHQFHV
$PVGHQ��$OLFH�+����������$VLD¶V�1H[W�*LDQW��6RXWK�.RUHD�DQG�/DWH�,QGXVWULDOL]DWLRQ��1HZ�<RUN���2[IRUG�8QLYHUVLW\�3UHVV�
%DUUR��5REHUW���������'HPRFUDF\�DQG�*URZWK��XQSXEOLVKHG��+DUYDUG�8QLYHUVLW\�,QWHUQDWLRQDO�0RQHWDU\�)XQG���������:RUOG�(FRQRPLF�2XWORRN��0D\�
.H\QHV��-RKQ�0D\QDUG���������³1DWLRQDO�6HOI�6XIILFLHQF\´���LQ�7KH�&ROOHFWHG�:ULWLQJV�RI�-RKQ�0D\QDUG�.H\QHV��YRO������$FWLYLWLHV������������:RUOG�&ULVHV�DQG�3ROLFLHV�LQ�%ULWDLQ�DQG�$PHULFD����������/RQGRQ��0DF0LOODQ�������
.UXJPDQ��3DXO���������³7KH�0\WK�RI�(DVW�$VLD¶V�(FRQRPLF�0LUDFOH´��)RUHLJQ�$IIDLUV�
.UXJPDQ��3DXO���������³7KH�0\WK�RI�$VLD¶V�0LUDFOH´��)RUHLJQ�$IIDLUV��1RYHPEHU�'HFHPEHU��
/HH��-RQJ�:KD���������³*RYHUQPHQW�,QWHUYHQWLRQV�DQG�3URGXFWLYLW\�*URZWK�LQ�.RUHDQ�0DQXIDFWXULQJ�,QGXVWULHV´��1%(5�:RUNLQJ�3DSHU�1R��������0DUFK�
0DXUR��3DXOR���������³&RUUXSWLRQ�DQG�*URZWK´��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV��9ROXPH�&;��,VVXH�����SS�����������$XJXVW�
5RVHQVWHLQ�5RGDQ��3��1����������³3UREOHPV�RI�,QGXVWULDOL]DWLRQ�RI�(DVWHUQ�DQG�6RXWK�(DVWHUQ�(XURSH´��(FRQRPLF�-RXUQDO����������������
6DFKV��-HIIUH\�DQG�$QGUHZ�:DUQHU���������³(FRQRPLF�5HIRUP�DQG�*OREDO�(FRQRPLF�,QWHJUDWLRQ´��%URRNLQJV�3DSHUV�RQ�(FRQRPLF�$FWLYLW\��������
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6WHUQ��-RVHSK�-���-L�KRQJ�.LP��'ZLJKW�+��3HUNLQV��-XQJ�KR�<RR���������,QGXVWULDOL]DWLRQ�DQG�WKH�6WDWH��7KH�.RUHDQ+HDY\�DQG�&KHPLFDO�,QGXVWU\�'ULYH��&DPEULGJH��+DUYDUG�8QLYHUVLW\�3UHVV�
:DGH��5REHUW���������*RYHUQLQJ�WKH�0DUNHW��(FRQRPLF�7KHRU\DQG�WKH�5ROH�RI�*RYHUQPHQW�LQ�(DVW�$VLDQ�,QGXVWULDOL]DWLRQ���3ULQFHWRQ��1�-���3ULQFHWRQ�8QLYHUVLW\�3UHVV�
:HL��6KDQJ�-LQ���������³7KH�2SHQ�'RRU�3ROLF\�DQG�&KLQD¶V�5DSLG�*URZWK��(YLGHQFH�IURP�&LW\� /HYHO�'DWD´�LQ�*URZWK�7KHRULHV�LQ�/LJKW�RI�WKH�(DVW�$VLDQ�([SHULHQFH��HGLWHG�E\�7DNDWRVKL�,WR�DQG�$QQH�2��.UXHJHU��&KLFDJR��8QLYHUVLW\�RI�&KLFDJR�3UHVV�
:HLQVWHLQ��'DYLG���������³*URZWK��(FRQRPLHV�RI�6FDOH�DQG�7DUJHWLQJ�LQ�-DSDQ�����������´��+,(5 'LVFXVVLRQ�3DSHU�������+DUYDUG�8QLYHUVLW\�
:RR��:LQJ�7K\H��%UXFH�*ODVVEXUQHU��DQG�$QZDU�1DVXWLRQ���������0DFURHFRQRPLF3ROLFLHV�� &ULVHV��DQG�/RQJ�7HUP�*URZWK�LQ�,QGRQHVLD�����������:RUOG�%DQN��:DVKLQJWRQ�
;LDR��*HQJ���������³3URSHUW\�5LJKWV�$UUDQJHPHQWV�DQG�,QGXVWULDO�3URGXFWLYLW\�LQ�&KLQD´��6RFLDOLVW�(FRQRPLHV�5HIRUP�8QLW��:RUOG�%DQN��:DVKLQJWRQ�
<RXQJ��$OZ\Q����������$�7DOH�RI�7ZR�&LWLHV���)DFWRU�$FFXPXODWLRQ�DQG�7HFKQLFDO�&KDQJH�LQ�+RQJ�.RQJ�DQG�6LQJDSRUH���1%(5�0DFURHFRQRPLFV�$QQXDO�������SS��������



''%%''55��&&..55 ����55CCEEEEJJUU��,,WWPPGG ��������

����

3$57�,,
7KH�5RDG�$KHDG�IRU�(J\SW���9DULDWLRQV�RQ�7KH�7KHPH

$IWHU�KLV�SUHVHQWDWLRQ��6DFKV�UHVSRQGHG�WR�UHPDUNV�DQG�TXHVWLRQV�IURP�WKH�DXGLHQFH��3DUWLFLSDQWV�LQ�WKH�GLVFXVVLRQ�ZHUH�6DLG�(O�1DJJDU�IURP�WKH�DFDGHPLF�FRPPXQLW\��$UYLQG�6XEUDPDQLDQ�RI�WKH�,0)��)DLND�5LIDLH�IURP�WKH�&HQWUDO�%DQN��:HUQHU�3XVFKUD�IURP�)ULHGULFK�(EHUW�6WLIWXQJ��<RXVVHI�%RXWURV�*KDOL�DQG�$OL�6ROLPDQ�IURP�JRYHUQPHQW��-DPHV�:KLWWLQJWRQ�IURP�WKH�IRUHLJQ�PHGLD��DQG�$EGHO�$]L]�+HJD]\��)RXDG�6XOWDQ��$KPHG�.DGU\��7DKHU�+HOP\��*DODO�0XEDUHN��DQG�$KPHG�)RGD�IURP�WKH�SULYDWH�EXVLQHVV�VHFWRU���6HH�DSSHQGL[�IRU�D�FRPSOHWH�OLVW�RI�WKH�DWWHQGHHV���7KH�IROORZLQJ�LV�D�VXPPDU\�RI�WKH�GLVFXVVLRQ�3DUWLFLSDQW�� <RXU�KLVWRULFDO�SHUVSHFWLYHV�RQ�WKH�GHYHORSPHQW�RI�HFRQRPLF�SROLF\�PDNLQJ�DUH�YHU\�LQWHUHVWLQJ��<RX�KDYH�VKRZHG�WKDW�RSHQ�HFRQRPLHV�LQ�JHQHUDO�IDUH�PXFK�EHWWHU�WKDQ�FORVHG�HFRQRPLHV��,Q�P\�YLHZ��QRW�DOO�FRXQWULHV�SUHVHQWHG�RQ�\RXU�OLVW�RI�KLJK�SHUIRUPLQJ�RSHQ�HFRQRPLHV�DUH�RSHQ�LQ�DOO�DVSHFWV��.RUHD�LV�RSHQ�UHJDUGLQJ�H[SRUWV��EXW�LPSRUWV�DUH�YHU\�UHVWULFWHG��2QH�FDQQRW�EX\�D�-DSDQHVH�FDU�LQ�.RUHD��$OVR�LWV�ODERU�PDUNHW��ZKLFK�\RX�VD\�LV�D�YHU\�LPSRUWDQW�IDFWRU��LV�KLJKO\�LQIOH[LEOH��,QGLYLGXDO�ODERU�ULJKWV�DUH�DPRQJ�WKH�VWURQJHVW�LQ�WKH�ZRUOG��DQG�LW�LV�SUDFWLFDOO\�LPSRVVLEOH�WR�ILUH�DQ\RQH�WKHUH��5DWKHU�WKDQ�FRPSDULQJ�(J\SW�ZLWK�.RUHD�WRGD\��LW�LV�PRUH�DSSURSULDWH�WR�ORRN�DW�WKRVH�FRXQWULHV�ZKHQ�WKH\�VWDUWHG�WKHLU�HFRQRPLF�JURZWK��DQG�FRPSDUH�WKHP�ZLWK�(J\SW��/RRNLQJ�DW�VDYLQJV�UDWHV��ZH�ILQG�WKDW�.RUHD�VWDUWHG�ZLWK���SHUFHQW�LQ�WKH���V��DQG�WRRN����\HDUV�WR�UHDFK����SHUFHQW��DQG�XQWLO�WKH���V�DQG���V�WR�UHDFK�PRUH�WKDQ����SHUFHQW��:KDW�FDQ�(J\SW�GR�WR�DFKLHYH�KLJK�JURZWK"�:LWK�ZKDW�PHDVXUHV�GLG�WKRVH�FRXQWULHV�VWDUW�WKHLU�WDNH�RII SURFHVVHV"�,Q�ZKLFK�ZD\V�ZHUH�WKH\�RSHQ��DQG�LQ�ZKLFK�ZD\V�FORVHG"
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6SHDNHU��7KH�GHILQLWLRQ�RI�DQ�RSHQ�HFRQRP\�LV�D�ELW�FRPSOLFDWHG��EXW�LW�FRYHUV�WDULII�UDWHV��TXRWDV��H[FKDQJH�UDWH�FRQYHUWLELOLW\��PRQRSROL]DWLRQ��DQG�H[SRUW�WD[DWLRQ��+RQJ�.RQJ�ZDV�WRWDOO\�RSHQHG²]HUR�WDULIIV��6LQJDSRUH�ZDV�WRWDOO\�RSHQHG��0DOD\VLD�DOPRVW�WRWDOO\��,QGRQHVLD�YHU\�RSHQHG��7DLZDQ�PRGHUDWHO\��DQG�WKHQ�.RUHD�UHODWLYHO\�FORVHG��ZLWK�KLJKHU�WDULIIV�RQ�FRQVXPHU�JRRGV��,�GRQ¶W�UHFRPPHQG�WKDW�DQG�,�WKLQN�WKH�HYLGHQFH�VKRZV�WKDW�SURWHFWLRQ�ORZHUHG�SURGXFWLYLW\�LQ�VRPH�VHFWRUV�LQ�.RUHD��%XW�HYHQ�ZLWK�.RUHD¶V�UHODWLYH�FORVXUH��DQG�FHUWDLQO\�LQ�LWV�KLJK�JURZWK�SHULRG��.RUHD�ZDV�PRUH�RSHQ�DQG�OHVV�SURWHFWLYH�FRPSDUHG�WR�WKH�UHVW�RI�WKH�GHYHORSLQJ�ZRUOG²LQFOXGLQJ�(J\SW²QRW�IRU�-DSDQHVH�DXWRPRELOHV�EXW�IRU�WKH�YDVW�UDQJH�RI�FDSLWDO�JRRGV��LQWHUPHGLDWH�LQSXWV�WR�SURGXFWLRQ�DQG�FRQVXPHU�JRRGV��,W�LV�WUXH�WKDW�VLQFH�LWV�GHPRFUDWL]DWLRQ�LQ�������.RUHD�KDV�LQWHQVLILHG�ODERU�ULJKWV�WR�DQ�H[WHQW�WKDW�,�EHOLHYH�PD\�EH�KDUPIXO�IRU�WKHLU�HQWHUSULVHV�%XW�LQ�WKH YHU\�KLJK�JURZWK�SHULRG��WKHUH�ZDV�VXSSUHVVLRQ�RI�WUDGH�XQLRQV�VR�WKH\�GLGQ¶W�KDYH�VXFK�SURWHFWLYH�ODERU�ULJKWV��5HFHQWO\�.RUHD�DOVR�VWDUWHG�D�JHQHURXV�SHQVLRQ�V\VWHP��DQG�,�GRQ¶W�NQRZ�ZKHWKHU�WKH\�ZLOO�EH�DEOH�WR�VXUPRXQW�WKHLU�SUREOHPV�ODWHU�.RUHD�LV�TXLWH�VLQJXODU��EXW�LI�WKHUH�LV�DQ�DQDORJ\�LW�ZRXOG�EH�-DSDQ��EHFDXVH�ERWK�ZHUH�UHODWLYHO\�FORVHG�IRU�(DVW�$VLD��\HW�RSHQ�FRPSDUHG�WR�WKH�UHVW�RI�WKH�GHYHORSLQJ�ZRUOG��-DSDQ�ZDV�FRQVLGHUHG�E\�PDQ\�SHRSOH�WR�EH�D�JUHDW�PRGHO�LQ�WKH�����V�DQG���V�EXW�KDV�EHHQ�LQ�D�UHFHVVLRQ�IRU�ILYH�\HDUV��WKH�ULJLGLWLHV�RI�LWV�V\VWHP�DUH�FOHDUO\�FDXVLQJ�SUREOHPV�
3DUWLFLSDQW���0DOD\VLD��RQH�RI�WKH�KLJK�JURZWK�FRXQWULHV��KDV�D����SHUFHQW�FRUSRUDWH�WD[��QRW�IDU�IURP�(J\SW¶V�FRUSRUDWH�WD[DWLRQ�UDWHV�RI�������SHUFHQW��ZKLFK�\RX�FRQVLGHU�WR�EH�WRR�KLJK��+RZ�PXFK�LPSRUWDQFH�GR�\RX�DWWDFK�WR�WKH�WD[�UDWH�DPRQJ�DOO�WKH�HOHPHQWV�IRU�JURZWK"
6SHDNHU� 0DOD\VLD�LV�D�YHU\�LQWHUHVWLQJ�DQG�VXFFHVVIXO�HFRQRP\��7KH\�VWDUWHG�DV�D�QDWXUDO�UHVRXUFH�EDVHG�HFRQRP\�DQG�VKLIWHG�WR�EHFRPH�D�PDMRU�PDQXIDFWXULQJ�H[SRUWHU��7KHLU�H[WUDRUGLQDU\�ERRP�LQ�FRQVXPHU�HOHFWURQLFV�ZDV�DFKLHYHG�E\�KDYLQJ�D�IUHH�WUDGH�]RQH�LQ�
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3DQDQJ�GHYRWHG�WR�HOHFWURQLFV��7KH�JRYHUQRU�GHFLGHG�WR�PDNH�WKH�]RQH�DQ�H[SRUW�OHG�JURZWK�PRGHO�E\�KDYLQJ�]HUR�WDULIIV�DQG�WD[HVRQ�LPSRUWHG�LQSXWV��SURPRWLQJ�H[SRUWV��DQG�YHU\�JHQHURXV�WD[�WHUPV�IRU�IRUHLJQ�LQYHVWRUV��7KH\�VWDUWHG�ZLWK�DVVHPEOLQJ��ZLWK�FRPSRQHQWV��WKHQ�PRYHG�RQ�WR�GHVLJQ�WKHLU�RZQ�WHFKQRORJLHV�DQG�PRUH�VRSKLVWLFDWHG�JRRGV��7KH\�SLFNHG�D�JHRJUDSKLFDO�DUHD�DQG�D�SDUWLFXODU�VHFWRU��DQG�PDGH�LW�YHU\�RSHQ��ZLWK�YHU\�IOH[LEOH�ODERU��ORZ�ZDJHV��YHU\�ORZ�LQSXW�SULFHV��QR�SD\UROO�WD[DWLRQ��YLUWXDOO\�QR�FRUSRUDWH�LQFRPH�WD[DWLRQ�IRU�TXLWH�D�ZKLOH�IRU�WKH�QHZ�HQWHUSULVHV��DQG�DQ�HIILFLHQW�WUDGH�DGPLQLVWUDWLRQ��7KDW�LV�ZKDW�IXHOHG�WKH�PDQXIDFWXULQJ�ERRP�DQG�WKH�JURZWK�LQ�0DOD\VLD��(YHU\�FRXQWU\�KDV�LWV�WD[DWLRQ��EXW�ZKDW�UHDOO\�FRXQWV�LV�WKH�RYHUDOO�LQWHUDFWLRQ�RI�WKHVH�WD[HV�DQG�WKH�HIILFLHQF\�ZLWK�ZKLFK�WKH\�DUH�LPSOHPHQWHG��,W�GHSHQGV�RQ�WKH�SDFNDJH��L�H��ZKHWKHU�\RX�KDYH�FRUSRUDWH�WD[�DQG�D�SD\UROO�WD[��KLJK�LQGLYLGXDO�WD[DWLRQ�DQG�DOVR�D�9$7��HWF��<RX�KDYH�WR�ORRN�DW�DOO�WD[HV��QRW�MXVW�RQH��
3DUWLFLSDQW� ,�DJUHH�ZLWK�\RXU�GHVFULSWLRQ�RI�WKH�FKDQJHV�LQ�VWUDWHJ\�WKURXJKRXW�WKH�GHYHORSLQJ�ZRUOG�LQ�WKH�SHULRG�WKDW�IROORZHG:RUOG�:DU�,,��DQG�,�DJUHH�WKDW�WKH�PRGHO�RI�VWDWH�OHG�LQGXVWULDOL]DWLRQ�ZDV�D�GLVPDO�IDLOXUH��,�EHOLHYH�WKDW�SULYDWL]DWLRQ�LV�WKH�NH\�WR�GHYHORSPHQW�DQG�KLJK�JURZWK��QRW�RQO\�EHFDXVH�RI�SXEOLF�VHFWRU�LQHIILFLHQFLHV�DQG�FRUUXSWLRQ��EXW�EHFDXVH�WKHUH�LV�DQ�REYLRXV�FRUUHODWLRQ�EHWZHHQ�D�GRPLQDQW�SXEOLF�EXVLQHVV�VHFWRU�DQG�D�ODFN�RI�FRPSHWLWLYHQHVV�ZKLFK�LV�LQVWLWXWLRQDOL]HG�LQWR�LWV�SROLFLHV��$�GRPLQDQW�SXEOLF�VHFWRU�LV�JHDUHG�IRU�PRQRSROL]DWLRQ�DQG�LQZDUG�ORRNLQJ�VWUDWHJ\��2XU�WDULIIV�DQG�WUDGH�SROLFLHV�DUH�VWLOO�KLJKO\�UHVWULFWLYH��EHFDXVH�(J\SW¶V�HFRQRP\��HVSHFLDOO\�PDQXIDFWXULQJ��LV�VWLOO�GRPLQDWHG�E\�WKH�SXEOLF�VHFWRU��$V�D�UHVXOW��WKHUH�LV�D�UHOXFWDQFH�WR�KDYH�D�SRVLWLRQ�LQ�WKH�H[SRUW�PDUNHW��$�GRPLQDQW�SXEOLF�VHFWRU�DOVR�PHDQV�ELJ�JRYHUQPHQW��3ULYDWL]DWLRQ�DQG�D�IOH[LEOH�ODERU�SROLF\�VKRXOG�EH�WRS�SULRULWLHV�RI�RXU�HFRQRPLF�SROLF\��5HJDUGOHVV�RI�LGHRORJ\��,�GRQ¶W�EHOLHYH�WKDW�\RX�FDQ�KDYH�JURZWK�ZLWK�D�ODUJH�SXEOLF�EXVLQHVV�VHFWRU�
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6SHDNHU�� ,�WKLQN�\RX�DUH�DEVROXWHO\�ULJKW�WKDW�D�GRPLQDQW�SXEOLF�VHFWRUFKDQJHV�WKH�SROLWLFDO�HFRQRP\��$SDUW�IURP�WKH�GLUHFW�FRVWV�RI�WKH�LQHIILFLHQF\�DQG�WKH�DEVHQFH�RI�IUHH�HQWU\�DQG�FRPSHWLWLRQ��WKHUH�DUH�WKH�SROLWLFDO�FRVWV��WKH�ZKROH�V\VWHP�JHWV�WZLVWHG�WR�DFFRPPRGDWH�WKH�VWDWH�VHFWRU��DQG�UHVLVWDQFH�WR�FKDQJH�VHWV�LQ��1R�SXEOLF�VHFWRU�LQ�WKH�ZRUOG�LV�PDNLQJ�DGHTXDWH�UHWXUQV�ULJKW�QRZ��7KHUH�DUH�D�IHZ�PRQRSROLVWLF�HQWHUSULVHV�WKDW�PLJKW�EH�DEOH�WR�VKRZ�SRVLWLYH�FDVK�IORZ��EXW�VWDWH�RZQHG�LQGXVWU\�XVXDOO\�ORVHV�PRQH\��7KH�UHDVRQ�LQ�P\�RSLQLRQ�LV�WKDW�\RX�FDQ¶W�KDYH�OD\RIIV LQ�SXEOLF�HQWHUSULVHV��EHFDXVH�SROLWLFLDQV�FDQ¶W�EHDU�OD\RIIV��,I�D�FRPSDQ\�LV�LQ�WURXEOH��WKH\�JLYH�LW�PRUH�SURWHFWLRQ��PRUH�EDQN�FUHGLW��EXGJHW�VXEVLGLHV��EXW�WKH\�GRQ¶W�ZDQW�OD\RIIV��1R�FRXQWU\�KDV�VXFFHHGHG�LQ�UHIRUPLQJ�VWDWH�HQWHUSULVHV��QR�JRYHUQPHQW�RI�DQ\�NLQG�KDV�PDGH�WKHP�HIILFLHQW��)UDQFH�IDLOHG�WR�UHIRUP�LWV�VWDWH�HQWHUSULVHV��DQG�&KLQD�KDV�EHHQ�IDLOLQJ�IRU����\HDUV�WR�UHIRUP�VWDWH�HQWHUSULVHV��+RZHYHU��&KLQD�KDV�PDLQWDLQHG�LWV�LQHIILFLHQW�ORVV�PDNLQJ�VWDWH�VHFWRU�EHFDXVH��XQOLNH�5XVVLD�RU�3RODQG��&KLQD¶V�VWDWH�VHFWRU�KDV�D�UHODWLYHO\�VPDOO�VKDUH�RI�WRWDO�HPSOR\PHQW�DQG�LWV�VKDUH�RI�*'3�LV�VKULQNLQJ�
3DUWLFLSDQW���<RX�PHQWLRQHG�WKDW�(J\SW�KDV�D�ORW�RI�SRWHQWLDO�IRU�JURZWK�EXW�\RX�DUH�SHVVLPLVWLF�WKDW�LW�FDQ�UHDFK�D�JURZWK�UDWH�RI���SHUFHQW�LQ�WKH�QH[W�IHZ�\HDUV��<RX�DOVR�VDLG�WKDW�GRPHVWLF�VDYLQJ�LQ�(J\SW�LV�ORZ��'RHV�WKLV�PHDQ�WKDW�KLJK�JURZWK�ZRXOG�ODUJHO\�GHSHQG�RQ�IRUHLJQ�VDYLQJV��IRUHLJQ�GLUHFW�LQYHVWPHQW��DQG�IRUHLJQ�ERUURZLQJ"
6SHDNHU�� 2QH�UHDVRQ�(J\SW�KDV�SRWHQWLDO�LV�EHFDXVH�RI�WKH�LPSRUWDQFH�RI�JHRJUDSK\��,�WKLQN�\RXU�JHRJUDSK\�LV�YHU\�JRRG��7KH�UHJLRQDO�WUDGH�QRW�\HW�WDNLQJ�SODFH�ZLWKLQ�WKH�0LGGOH�(DVW�LV�D�VRXUFH�IRU�QHZ�JURZWK��DQG�SUREDEO\�PRUH�LPSRUWDQW�LV�WKH�SRWHQWLDO�IRU�WUDGH�ZLWK�(XURSH��:KHQ�3RODQG�RSHQHG�XS�WR�:HVWHUQ�(XURSH�LQ������WKH\�H[SHULHQFHG�DQ�LQFUHGLEOH�ERRP�LQ�H[SRUWV��2QFH�WKH\�PDGH�WKH�HQYLURQPHQW�IOH[LEOH�DQG�IULHQGO\�HQRXJK�IRU�LQYHVWPHQW²ZLWK�HDV\�WD[HV��WUDQVSRUW��DYHUDJH�WDULII�UDWHV��HDV\�DFFHVV�WR�LQWHUPHGLDWH�
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LQSXWV��HWF�²*HUPDQ�ILUPV�FDPH�LQ�KXJH�QXPEHUV�WR�LQYHVW��EHFDXVH�ZDJHV�LQ�*HUPDQ\�DUH�����WR�����DQ�KRXU��KLJKHU�WKDQ�FXUUHQW�ZDJHV�LQ�WKH�8QLWHG�6WDWHV��7KLV�LV�D�ELJ�DGYDQWDJH�IRU�(J\SW�ZLWK�UHVSHFW�WR�PDNLQJ�WKH�HQYLURQPHQW�ULJKW�IRU�PDMRU�SURGXFWLRQ�DFWLYLWLHV�GLUHFWHG�DW�(XURSHDQ�PDUNHWV��%XW�\RX�FDQ¶W�GR�WKLV�ZLWK�D����SHUFHQW�WDULII�UDWH��QRW�WR�PHQWLRQ�RWKHU�SUREOHPV��3HRSOH�ZLOO�JR�WR�3RODQG�LQVWHDG��DQG�ZK\�QRW"�3RODQG�LV�QHDUE\�DQG�PXFK�PRUH�RSHQ��%XW�\RXU�ODERU�FRVWV�DUH�HYHQ�ORZHU��\RXU�WUDQVSRUW�FRVWV�DUH�YHU\�ORZ��\RX�KDYH�D�ZRQGHUIXO�SRUW��\RX�KDYH�VNLOOV��DQG�\RX�DUH�MXVW�DFURVV�WKH�0HGLWHUUDQHDQ�IURP�WKH�(XURSHDQ�PDUNHW��,W�LV�VXUSULVLQJ�DFWXDOO\�WKDW�\RX�GRQ¶W�KDYH�WKDW�NLQG�RI�G\QDPLVP��HVSHFLDOO\�FRQVLGHULQJ�WKH�JHRJUDSKLFDO�FRPSRQHQW��0RQJROLD�LV������NLORPHWHUV�IURP�WKH�QHDUHVW�VHD��%ROLYLD�LV��������IHHW�DERYH�VHD�OHYHO�LQ�WKH�$QGHV�0RXQWDLQV��ZLWK�QR�FRDVWOLQH��7KRVH�FRXQWULHV�KDYH�JHRJUDSKLFDO�REVWDFOHV�WR�JURZWK��EXW�(J\SW�KDV�D�IDQWDVWLF�DGYDQWDJH�7KH�(DVW�$VLDQ�FRXQWULHV�VWDUWHG�ZLWK�ORZ�VDYLQJV�UDWHV��7KHUH�DUH�WKUHH�LPSRUWDQW�DVSHFWV�RI�VDYLQJV�UDWHV��2QH�LV�WKH�OHYHO�RI�JRYHUQPHQW�VDYLQJ��ZKHWKHU�WKH�JRYHUQPHQW�LV�UXQQLQJ�D�GHILFLW�RU�D�VXUSOXV��$OO�WKHVH�IDVW�JURZLQJ�FRXQWULHV�KDG�KLJK�QHW�JRYHUQPHQW�VDYLQJV��$QRWKHU�LPSRUWDQW�DVSHFW�LV�WKH�TXHVWLRQ�RI�SHQVLRQV��7KHIDVW�JURZLQJ�FRXQWULHV�SXVK�WKHLU�KRXVHKROGV�WR�UHO\�RQ�WKHLU�RZQ�VDYLQJV��7KH�UDWH�RI�VDYLQJ�DOVR�GHSHQGV�RQ�JURZWK��RQ�UHWDLQHG�HDUQLQJV�RI�SURIHVVLRQDO�HQWHUSULVHV��WKH�VWDELOLW\�RI�WKH�ILQDQFLDO�V\VWHP��WKH�NLQGV�RI�WD[DWLRQ��HWF�
3DUWLFLSDQW�� 7KHUH VHHPV�WR�EH�FRQVHQVXV�DERXW�WKH�UXOHV�IRU�DFKLHYLQJ�JURZWK��2QH�SUREOHP�IDFLQJ�(J\SW�LV�WKH�EXUHDXFUDWV�PDQDJLQJ�WKH�V\VWHP�DQG�WKHLU�DELOLW\�WR�XQGHUVWDQG�WKHVH�UXOHV��7KH�(DVW�$VLDQ�FRXQWULHV�VWDUWHG�IURP�VFUDWFK��DQG�WKH\�ZHUH�DEOH�WR�UHFUXLW�KLJKO\�SURIHVVLRQDO�EXUHDXFUDWV�WR�PDNH�WKH�OHJDO�DQG�UHJXODWRU\�IUDPHZRUN�IULHQGO\�IRU�EXVLQHVV��(J\SW¶V�EXUHDXFUDWV�ZHUH�EURXJKW�XS�LQ�D�FORVHG�HFRQRP\��DQG�WKH\�VWURQJO\�UHVLVW�HYHQ�WKH�GLUHFWLYHV�FRPLQJ�IURP�WKH�SROLWLFDO�DXWKRULW\�WR�RSHQ�WKH�HFRQRP\��%XUHDXFUDWV�DFFRXQW�IRU����SHUFHQW�RI�(J\SW¶V�ODERU�IRUFH�
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6SHDNHU�� %ROLYLD�HQGHG�DOO�OLFHQVLQJ�RQ�IRUHLJQ�WUDGH�LQ�RQH�GD\²$XJXVW���WK��������3RODQG�OLWHUDOO\�ZHQW�WR�RSHQQHVV�LQ�RQH�GD\��DOWKRXJK�WKH\�KDG�D�GHHSO\�HQWUHQFKHG�FRPPXQLVW�EXUHDXFUDF\�VLQFH�������2Q�-DQXDU\��VW�������DOO�WKH�OHJLVODWLRQ�RQ�OLFHQVHV��UHVWULFWLRQV��IRUHLJQ�H[FKDQJH�FRQYHUWLELOLW\��ZDV�GRQH��7KLV�ZDV�NQRZQ�DV�³WKH�%LJ�%DQJ´��7KHUH�ZDV�D�ZKROH�PLQLVWU\�ZLWK�QRWKLQJ�WR�GR��%XUHDXFUDF\�GRHV�ILJKW�EDFN�DQG�WU\�WR�ILQG�ZD\V�WR�FORVH�XS�DJDLQ��EXW�LW�LV�SRVVLEOH�ZLWK�OLEHUDOL]DWLRQ�WR�WDNH�ELJ�VWHSV��:KDW�LV�PXFK�KDUGHU�LV�JRRG�DGPLQLVWUDWLRQ�RI�WKH�WKLQJV�WKDW�QHHG�WR�EH�GRQH��7KHUH�LV�QR�RYHUQLJKW�ZD\�WR�PDNH�SULPDU\�VFKRROV�PRUH�HIIHFWLYH��WR�PDNH�SULPDU\�KHDOWK�VHUYLFHV�UHDFK�WKH�SRRU�DQG WKH�FRXQWU\VLGH��WR�FROOHFW�WD[HV�HIIHFWLYHO\��EHFDXVH�WKRVH�DUH�FRPSOH[�V\VWHPV��6RPH�DUHDV�QHHG�WKH�EXUHDXFUDF\��,�ZRXOG�GLVWLQJXLVK�EHWZHHQ�V\VWHPV�WKDW�\RX�ZDQW�WR�WDNH�DZD\�DQG�WKRVH�\RX�QHHG�WR�NHHS��7KH�WDFWLFV�WR�UHIRUP�GLIIHU��6RPH�UHIRUPV�QHHG�WKH�EXUHDXFUDF\�ZKLOH�RWKHUV�FDQ�EH�LPSRVHG�E\�OHDGHUVKLS��%XW�TXLFN�UHIRUP�QHHGV�D�FRKHUHQW�WHDP��,�DP�D�VWURQJ�EHOLHYHU�WKDW�LI�\RX�ZDQW�WR�UHIRUP��MXVW�GR�LW��'RQ¶W�DQQRXQFH�WKDW�\RX�ZLOO�GR�LW�RYHU�VL[�\HDUV��EHFDXVH�WKDW�ZLOO�LQYLWH�RSSRVLWLRQ��DQG�\RXZLOO�JHW�DQWLERGLHV�DOO�DURXQG�WR�VWRS�WKH�SURFHVV��DQG�UHIRUP�ZLOO�QHYHU�KDSSHQ��<RX�QHHG�V\VWHP�FKDQJH��VXFK�DV�FRPSXWHUL]DWLRQ�RI�WD[�DGPLQLVWUDWLRQ�DQG�VR�IRUWK��EXW�DOO�WKH�FRPSXWHUV�LQ�WKH�ZRUOG�ZRQ¶W�ZRUN�LI�WKH�WD[�UDWHV�DUH�WRR�KLJK��,W�LV�DQ�LQWHUSOD\�RI�SROLWLFDO�WDFWLFV��HFRQRPLF�ORJLF�DQG�GHWDLOHG�EXUHDXFUDWLF�UHIRUP��DQG�HDFK�KDV�LWV�ZHLJKW�
3DUWLFLSDQW��:H�KDYH�EHHQ�WDONLQJ�DERXW�HFRQRPLF�JURZWK�IRU�WKH�SDVW����RU����\HDUV��EXW�KRZ�PDQ\�VWHSV�KDYH�ZH�DFKLHYHG"�<RX�GHILQHG�WKH�PDLQ�SRLQWV�WKDW�VKRXOG�EH�DGGUHVVHG��VXFK�DV�JRYHUQPHQW�H[SHQGLWXUH��VDYLQJV��ODERU�OHJLVODWLRQ��HWF��:H�KDYH�D�ZHDOWK�RI�WKLQNHUV�WR�KHOS�LQ�WKHVH�WKLQJV��:KDW�LV�UHDOO\�QHFHVVDU\�LV�D�FRPPLWPHQW�WR�VWDUW�
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6SHDNHU� (J\SW�FHUWDLQO\�KDV�QR�VKRUWDJH�RI�VNLOOHG�HFRQRPLVWV��:KDW�(J\SW�KDV�EHHQ�PLVVLQJ�LV�SXWWLQJ�WRJHWKHU�WKLV�FRPSUHKHQVLYH�YLHZ��WKRXJK�LW�PD\�EH�JHWWLQJ�FORVHU��6R�WKH�LVVXH�LV�QRW�HFRQRPLF�DGYLFH��EXW�JRDO�DQG�YLVLRQ��SDUWLFXODUO\�WKH�QHHG�WR�DLP�KLJK��$Q�,0)�SURJUDP�LV�QRW�D�YLVLRQ�RU�D�JURZWK�SURJUDP��EXW�UDWKHU�SLHFHPHDO�VWHSV��VRPH�JRRG��VRPH�EDG��DQG�WKH�³YLVLRQ´�LV�W\SLFDOO\�VWDELOLW\�RU�VWDELOL]DWLRQ��:LWK�DOO�GXH�UHVSHFW�WR�WKH�,0)��WKHVH�SURJUDPV�DUH�WRR�OD]\��7KH\�DUH�PRUH�FRQFHUQHG�ZLWK�EXGJHW�GHILFLWV�WKDQ�JURZWK��WKH\�ZDQW�WR�DFKLHYH�D�EXGJHW WDUJHW��RU�JHW�LQIODWLRQ�WR�FRPH�GRZQ��DQG�WKH\�KRSH�WKDW�JURZWK�ZLOO�FRPH�DV�D�FRQVHTXHQFH�RI�WKDW��,Q�DGGLWLRQ��OLYLQJ�LQ�DQ�DUHD�ZLWK�D�OHJDF\�RI�SUREOHPV��DQG�WKH�ULRWV�(J\SW�H[SHULHQFHG�LQ�������DQG�WKHQ�DLG²WKHVH�WKLQJV�FRVW�(J\SW�\HDUV�RI�JURZWK�<RX�GR�QHHG�WR�VWDUW�ZLWK�D�YLVLRQ�RI�ZKDW�\RX�ZDQW�WR�DFKLHYH��L�H��WR�UHDFK���SHUFHQW�JURZWK�ZLWKLQ���\HDUV��ZLWK�H[SRUW�OHG�JURZWK�KHDYLO\�UHODWHG�WR�UHJLRQDO�DQG�(XURSHDQ�WUDGH��<RX�QHHG�D�UHDVRQDEOH�SUDFWLFDO�WLPHWDEOH��QRW�D�PDWUL[�RI����LPSRVVLEOH�REMHFWLYHV��6WDUW�ZLWK�D�KLJK�YLVLRQ�DQG�WKHQ�VHW�WKH�WLPHWDEOH��'RQ¶W�VD\�\RX�ZLOO�VWDUW�ZLWK���SHUFHQW�JURZWK�DQG�PD\EH�UDLVH�LW�WR���SHUFHQW�E\�������'RQ¶W�VHW�WKH�JRDOV�WRR�ORZ��6RPH�DUHDV�DUH�FRPSOH[�SROLWLFDOO\�RU�HFRQRPLFDOO\��RU�ERWK��EXW�VRPH�DUHDVDUH�VLPSOH�
3DUWLFLSDQW���,W�LV�WUXH�WKDW�JHQHUDOO\��,0)�VWDELOLW\�SURJUDPV�FRQFHQWUDWH�RQ�PDFURHFRQRPLF�VWDELOLW\�IRU�FRXQWULHV�LQ�FULVLV��%XW�,�WKLQN�LW�LV�IDLU�WR�VD\�WKDW�WKH�ODVW�,0)�SURJUDP�ZLWK�(J\SW��ZKLFK�EHJDQ�LQ�������DQG�WKH�SURJUDP�WKH�,0)�LV�FXUUHQWO\�GLVFXVVLQJ�ZLWK�WKH�(J\SWLDQ�JRYHUQPHQW��IRFXV�YHU\�PXFK�RQ�JHWWLQJ�JURZWK�XS�WR�WKH�DPELWLRXV�OHYHOV�ZKLFK�(J\SW�QHHGV�DQG�LV�FDSDEOH�RI�DFKLHYLQJ��DQG�RQ�LGHQWLI\LQJ�NH\�SROLFLHV�WR�FUHDWH�FULWLFDO�PDVV�IRU�JURZWK��QRW�VLPSO\�UHGXFLQJ�WKH�GHILFLW�
3DUWLFLSDQW�� (J\SW�KDV�KDG�OHQJWK\�GLVFXVVLRQV�DQG�QHJRWLDWLRQV�LQ�LWV�ORQJ�VWDQGLQJ�GHEDWH�ZLWK�WKH�,0)�RYHU�WKH�GHYDOXDWLRQ�LVVXH��:KDW�LV�\RXU�RSLQLRQ�RQ�WKDW"
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6SHDNHU� ,W�LV�D�ELJ�WUDS�WR�JHW�ORFNHG�LQWR�D�FRPPLWPHQW�WR�D�QRPLQDO�H[FKDQJH�UDWH��:KHWKHU�RU�QRW�WKH�UDWH�LV�FRUUHFW�QRZ��WKH�V\VWHP�LV�WRR�ULJLG��<RX�QHHG�D�PRUH�IOH[LEOH�DUUDQJHPHQW�ZKHUH�WKH�LGHD�WKDW�LW�FRXOG�PRYH�LV�QRUPDO��QRW�WUDXPDWLF��,I�WHUPV�RI�WUDGH�PRYH�DJDLQVW�\RX��LI�WKHUH¶V�D�FXW�LQ�WDULII�UDWHV��RU�LI�LQIODWLRQ�FUHHSV�XS��WKH�UDWH�VKRXOG�PRYH��,�EHOLHYH�LQ�XVLQJ�D�QRPLQDO�H[FKDQJH�UDWH�DV�DQ�DQFKRU�DW�WKH�EHJLQQLQJ�RI�D�VWDELOL]DWLRQ�SURJUDP��%XW�\RX�DUH�ZD\�EH\RQG�WKDW�QRZ��7KHUH�LV�DQ�LPDJH�SUREOHP��WRR��,�WKLQN�WKH�WRXFKVWRQH�RI�VWDELOLW\�LV�FRPPLWPHQW²WR�H[SRUWV��WR�JURZWK��WR�MRE�FUHDWLRQ��WR�SURILWDELOLW\��&RXQWULHV�WKDW�IROORZ�WKLV�ORJLF�GR�LW�LQ�GLIIHUHQW�ZD\V��EXW�WKH\�GR�LW��DQG�WKH\�EHQHILW��+RQJ�.RQJ�KDV�D�IL[HG�UDWH�EXW�D�YHU\�RSHQ�HFRQRP\��$UJHQWLQD�WULHG�D�FXUUHQF\�ERDUG��DIWHU�WKH�GLVDVWHU�RI����\HDUVRI�K\SHULQIODWLRQ��EXW�WKH�FRVWV�DUH�WUHPHQGRXV�QRZ��*'3�ZDV�GRZQ�PD\EH���SHUFHQW�LQ������DQG�LW�LV�QRW�FRPLQJ�XS��GHVSLWH�WKH�EHVW�KRSHV�DQG�HIIRUWV�RI�&DYDOOR��2WKHUV�KDG�VRPH�VRUW�RI�IOH[LEOH�V\VWHP�VXFK�DV�FUDZOLQJ�SHJV��3UREDEO\�WKH�PRVW�SUXGHQW�RI�DOO�LV�KDYLQJ�D�UDQJH�ZKHUH�\RX�GRQ¶W�DOORZ�WRR�PXFK�DSSUHFLDWLRQ�RU�GHSUHFLDWLRQ��&KLOH�KDV�IROORZHG�WKDW�SROLF\�IRU�WKH�ODVW����\HDUV��DQG�LW�KDV�SURWHFWHG�WKH�SURILWDELOLW\�RI�LWV�H[SRUWV�DJDLQVW�RYHUYDOXDWLRQ��,�WKLQN�WKDW�WKH�SUREOHP�KHUH�LV�QRW�WKH�OHYHO�RI�WKH�H[FKDQJH�UDWH��EXW�WKH�V\VWHP�DQG�WKH�SROLWLFDOV�LQYROYHG��<RX�KDYH�WR�ILQG�D�ZD\�WR�FKDQJH�\RXUV��EHFDXVH�LW�LV�QRW�D�YLDEOH�ORQJ�WHUP�DUUDQJHPHQW�
3DUWLFLSDQW� :H�KHDU�RI�ZKDW�QHHGV�WR�EH�GRQH�LQ�WHUPV�RI�OLEHUDOL]DWLRQ��SULYDWL]DWLRQ��DQG�GHYDOXDWLRQ�WR�JHW���SHUFHQW�JURZWK��EXW�ZKDW�SULFH�KDV�WR�EH�SDLG�WR�UHDFK�WKRVH�REMHFWLYHV��DQG�FDQ�ZH�DIIRUG�WKLV�SULFH"�,Q�UHGXFLQJ�WKH�EXGJHW�DV�ZHOO�DV�LQ�OLEHUDOL]DWLRQ�RI�WKH�ODERU�PDUNHW��KRZ�FDQ�WKH�VRFLDO�HIIHFWV�EH�PDQDJHG�SURSHUO\"�)RU�H[DPSOH�FRXOG�ZH�DIIRUG�WKH�QHJDWLYH�HIIHFWV�RQ�ORFDO�LQGXVWU\�IROORZLQJ�OLEHUDOL]DWLRQ�DQG�WDULII�UHGXFWLRQ"�(DFK�FRXQWU\�KDV�WR�MXGJH�ZKHWKHU�WKH�SULFH�LV�DIIRUGDEOH�RU�QRW��0D\EH�0H[LFR�FRXOG�DIIRUG�FHUWDLQ�SUREOHPV�WKDW�ZRXOG�OHDG�WR�VHWEDFNV�LQ�RWKHU�FRXQWULHV��,�WKLQN�WKDW�WKH�VSHHG�DW�ZKLFK�ZH�DGKHUH�WR�WKH�LQWHUQDWLRQDO�FRQVHQVXV�RI�SROLF\�LV�
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JRYHUQHG�YHU\�PXFK�DQG�DOPRVW�HVVHQWLDOO\�E\�WKH�LQWHULP�FRVWV��'R�ZH�EHDU�WKH�LQWHULP�FRVWV�WRGD\�IRU�SURVSHULW\�WRPRUURZ��RU�GR�ZH�WDNH�LW�LQ�GRVHV��ZKLFK�PDNHV�LQWHULP�FRVWV�ORZHU�EXW�SXWV�SURVSHULW\�IXUWKHU�DZD\�IURP�XV"�,�WKLQN�PRVW�UHIRUPLQJ�FRXQWULHV�KDYH�WKH�YLVLRQ��EXW�WKHQ�WKH\�ORRN�DW�WKH�LQWHULP�FRVWV�
6SHDNHU� ,W�LV�YHU\�LPSRUWDQW�WR�WKLQN�FDUHIXOO\�DERXW�WKH�LPSOLFDWLRQV�RI�D�SROLF\�SDFNDJH��,�GRXEW�WKDW�GHOD\�LV�D�VROXWLRQ��(J\SW�FDQQRW�JR�RQ�ZLWK���RU���SHUFHQW�SHU�FDSLWD�JURZWK��ZLWK�KLJK�XQHPSOR\PHQW��LQWHQVH�SRYHUW\��ODFN�RI�IRUPDO�MRE�FUHDWLRQ��(J\SW�LV�QRW�JRLQJ�VORZO\�RQ�D�SDWK�LQ�WKH�ULJKW�GLUHFWLRQ²(J\SW�LV�JRLQJ�LQ�WKH�ZURQJ�GLUHFWLRQ��VORZ�RU IDVW��,W�KDV�WXUQHG�PRUH�WRZDUGV�WKH�ULJKW�GLUHFWLRQ�UHFHQWO\��EXW�QRW�HQRXJK��7KLV�LV�QRW�DQ�H[SRUW�RULHQWHG�HFRQRP\��,W�LV�GRPLQDWHG�E\�WKH�SXEOLF�VHFWRU��LW�LV�VWLOO�UHODWLYHO\�FORVHG�DQG�LW�KDV�PDQ\�SUREOHPV��7KHUH�LV�D�UHDO�FKRLFH�RI�WDFWLFV�DQG�VWUDWHJLHV²QR�RQH�RSHUDWHV�LQ�WKH�VDPH�ZD\²EXW�ZDLWLQJ�LV�D�WDFWLFDO�PLVWDNH��<RX�KDYH�EHHQ�ZDLWLQJ�VLQFH�WKH�����V��DQG�WKH�SUREOHPV�DUH�JURZLQJ�LQ�XQHPSOR\PHQW��DQG�LQ�WKH�ZLGHQLQJ�JDS�EHWZHHQ�(J\SW�DQG�WKH�VXFFHVVIXO�HFRQRPLHV��7KHUH�DUH�WKH�FRVWV�RI�DGMXVWPHQW��EXW�WKH�VKRUW�WHUP�DGMXVWPHQW�YDULHV�DFFRUGLQJ�WR�WKH�SDFNDJH�RI�PHDVXUHV��WKH�VHTXHQFH��DQG�WKH�OHJDF\�RI�WKH�FRXQWU\��7KH�H[SHULHQFH�LV�KDUG�WR�JHQHUDOL]H��EHFDXVH�VRFLDO�FRVWV�DUH�FRPSOH[��DQG�GLIIHUHQW�FRXQWULHV�KDYH�GLIIHUHQW�OHJDFLHV��%XW�WKHUHDUH�FKRLFHV��DQG�,�GRXEW�WKHUH�LV�JRRG�UHDVRQ�IRU�GHOD\��6RFLDO�FRVWV�DUH�XVXDOO\�D�YHU\�VHQVLWLYH�LVVXH�IRU�WKH�JRYHUQPHQW��EHFDXVH�JHQHUDOO\�WKH\�UHIHU�QRW�WR�WKH�YHU\�SRRU�EXW�WR�WKH�SROLWLFDOO\�VHQVLWLYH�ORZHU� DQG�ORZHU�PLGGOH�FODVVHV��WKH�HPSOR\HHV�LQ�VWDWH�HQWHUSULVHV�IRU�H[DPSOH��7KH�VRFLDO�FRVWV�RI�H[FKDQJH�UDWHV�DUH�PXFK�PRUH�FRPSOH[�WKDQ�WKH\�DSSHDU��EHFDXVH�\RX�EHQHILW�FHUWDLQ�JURXSV��%XW�\RX�FDQ�VKLIW�IURP�JHQHUDO�VXEVLG\�RU�JHQHUDO�RYHUYDOXDWLRQ�RI�WKH�H[FKDQJH�UDWH�WR�PRUH�WDUJHWHG�FRPSHQVDWRU\�PHDVXUHV��:KHQ�\RX�ORRN�DW�WKH�H[SHULHQFHV�RI����FRXQWULHV�DURXQG�WKH�ZRUOG�WKDW�KDYH�XQGHUJRQH�OLEHUDOL]DWLRQ��\RX�ILQG�WKDW�WKH\�GLGQ¶W�JHW�D�ELJ�ULVH�RI�XQHPSOR\PHQW�RU�D�ELJ�GRZQWXUQ�DV�H[SHFWHG�LQ�PRVW�FDVHV��(DVWHUQ�(XURSH�ZDV�GLIIHUHQW�



''%%''55��&&..55 ����55CCEEEEJJUU��,,WWPPGG ��������

����

EHFDXVH WKH\�KDG�EXLOW�XS�LQGXVWU\�WRR�PXFK�DQG�WKDW�QHHGHG�WR�FRPH�GRZQ��%XW�LQ�FRXQWULHV�OLNH�7XUNH\�ZKLFK�KDYH�XQGHUJRQH�OLEHUDOL]DWLRQ��ZH�QHYHU�VHH�VKDUS�QHJDWLYH�HIIHFWV��:H�VHH�JURZWK�DOPRVW�IURP�WKH�VWDUW��,W�LV�LPSRUWDQW�WR�UHIHU�WR�LQWHUQDWLRQDO�H[SHULHQFH�DQG�ORRN�FDUHIXOO\�DW�GLIIHUHQW�JURXSV��DQG�WR�XVH�FRQVLVWHQW��LQIRUPHG�SROLWLFDO�DQG�HFRQRPLF�MXGJPHQW�LQ�IRUPXODWLQJ�D�SDFNDJH��(J\SW�KDV�UHVHUYHV�DQG�VWDELOLW\��VR�\RX�KDYH�VRPH�WLPH�WR�GHYLVH�\RXU�SDFNDJH��EXW�QRW����\HDUV��EHFDXVH�\RX�UHDOO\�QHHG�WR�JURZ�
3DUWLFLSDQW���:KHQ�ZH�DVN�WKH�JRYHUQPHQW�WR�UHGXFH�RU�UHPRYH�WKH�VDOHV�WD[�RQ�FDSLWDO�JRRGV��WKH�JRYHUQPHQW�UHPLQGV�XV�WKDW�WKH�,0)�ZDQWV�WKH�EXGJHW�GHILFLW�UHGXFHG��DQG�WKDW�UHGXFLQJ�WD[HV�DQG�WDULIIV�PHDQV�UHGXFLQJ�JRYHUQPHQW�UHYHQXHV��5DWKHU�WKDQ�WXUQLQJ�WR�WKH�SULYDWH�VHFWRU�WR�VROYH�WKH�SUREOHP�RI�WKH�EXGJHW�GHILFLW��WKH�JRYHUQPHQW�VKRXOG�UHGXFH�VSHQGLQJ��JHW�RXW�RI�EXVLQHVV��DQG�OHW�WKH�SULYDWH�VHFWRU�EH�WKH�HQJLQH�RI�JURZWK��7KDW�PHDQV�SULYDWL]DWLRQ��ZKLFK�(J\SW�LV�HPEDUNLQJ�RQ��DQG�JHWWLQJWKH�SULYDWH�VHFWRU�LQYROYHG�LQ�LQIUDVWUXFWXUH�KRSHIXOO\��,V�WKHUH�D�EURDG�IRUPXOD��DQG�DQ\�SDUWLFXODU�VHTXHQFLQJ��WR�SURFHHG�ZLWK�WKH�UHIRUP�SURFHVV�DQG�WR�LPSOHPHQW�HFRQRPLF�UHIRUP�SROLF\"
6SHDNHU�� +RZ�WR�GR�LW�LV�REYLRXVO\�FKDOOHQJLQJ��EXW�WKH�HVVHQFH LV�WKH�ILUVW�WKUHH�VWHSV��7KH�ILUVW�LV�WKH�YLVLRQ�DQG�WKH�FRPPLWPHQW�WR�WKH�SURFHVV��,W�PD\�EH�REYLRXV�WKDW�WKH�YLVLRQ�LV�JURZWK��EXW�,�GRQ¶W�EHOLHYH�WKDW�PRVW�JRYHUQPHQW�SROLFLHV�FOHDUO\�KDYH�WKLV�YLVLRQ��3XW�KLJK�WDUJHWV�OLNH�JHWWLQJ�WKH�HFRQRP\�JURZLQJDW���SHUFHQW�DQQXDOO\�DQG�WKLQN�RI�KRZ�WR�SURFHHG�ZLWKLQ�WKDW�FRQWH[W��7KH�VHFRQG�VWHS�LV�VHWWLQJ�JRDOV�WKDW�GHDO�ZLWK�WKH�TXDQWLWDWLYH�LPSOLFDWLRQV��+RZ�FDQ�\RX�VSHQG���SHUFHQW�RI�*'3�RQ�JRYHUQPHQW�LQYHVWPHQWV�ZKLOH�WU\LQJ�WR�FXW�WD[HV"�7KHUH�LV�DQ�LPSOLFDWLRQ�WKDW�LI�\RX�ZDQW�WR�FXW�WD[HV��ZKLFK�\RX�VKRXOG��\RX�PXVW�FXW�JRYHUQPHQW�VSHQGLQJ��DQG�WR�GR�VR�\RX�PXVW�LQVWLWXWLRQDOO\�FKDQJH�WKH�EDODQFH�EHWZHHQ�ZKDW�WKH�JRYHUQPHQW�DQG�WKH�SULYDWH�VHFWRU�GR��3ULYDWL]DWLRQ�FRXOG�UDLVH�VHYHUDO�ELOOLRQ�GROODUV��DQG�WKDW�LV�D�FRQVHTXHQWLDO�SHUFHQWDJH�RI�*'3�ZKLFK�PLJKW�EH�KHOSIXO�LQ�H[WHQGLQJ�WKH�
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FRPSHQVDWRU\�VRFLDO�SROLF\��RU�HYHQ�EHWWHU��LQ�UHWLULQJ�KLJK�LQWHUHVW�SXEOLF�GHEW��6LQFH�\RX�DUH�SD\LQJ���SHUFHQW�RI�*'3�LQ�LQWHUHVW�SD\PHQWV��UHWLULQJ�SDUW�RI�WKLV�GHEW�ZLOO�FXW�JRYHUQPHQW�VSHQGLQJ�IURP�WKH�KLJK���V�WR�WKH�PLG���V��7KDW�PHDQV�\RX�QHHG�D�GHEW�SROLF\�UHODWHG�WR�SULYDWL]DWLRQ�UHYHQXHV��3HRSOH�KHUH�DUH�VR�SOHDVHG�ZLWK�WKH�³���PRQWKV�RI�LPSRUW�FRYHUDJH´�LQ�IRUHLJQ�H[FKDQJH�UHVHUYHV��DQG�WKDW�LV�DQ�LPSRUWDQW�FXVKLRQ�IRU�(J\SW�LQWHUQDWLRQDOO\��%XW�WKHUH�PD\�EH�URRP�IRU�ILWWLQJ�WKDW�LQWR�DQ�RYHUDOO�PDFURHFRQRPLF�IUDPHZRUN�WR�HDVH�WKH�ILVFDO�EXUGHQ�E\�UHWLULQJ�KLJK�LQWHUHVW�UDWHV�RQ�LQWHUQDO�GHEW��UDWKHU�WKDQ�JHWWLQJ�ORZ�LQWHUHVW�UDWHV�RQ�IRUHLJQ�GHEW��6R�DOO�RI�WKHVH�SLHFHV�DUH�LQWHUOLQNHG��WKRXJK�QRQH�FDQ�EH�SURYHG�GHFLVLYHO\�WR�JHW�D�VSHFLILF�UHVXOW�7KH�WKLUG�VWHS�LV�IRUPXODWLQJ�D�SDFNDJH�RI�PHDVXUHV��,�ZRXOG�VWUHVV��LQ�DGGLWLRQ�WR�YLVLRQ��WKH�SDFNDJH��WKHUH�LV�QR�VHQVH�LQ�KDYLQJ�DQ�HQGOHVV�GHEDWH�DERXW�ZKHWKHU�RU�QRW�WR�GHYDOXH�WKH�H[FKDQJH�UDWH�LQ�D�YDFXXP��,W�GHSHQGV�RQ�ODERU�PDUNHW�SROLF\��WUDGH�SROLF\��WKH�JURZWK�WDUJHW��WKH�VRFLDO�FRPSHQVDWRU\�SROLF\��DQG�DOO�WKH�RWKHU�WKLQJV�\RX�GR��<RX�FDQ¶W�GHEDWH�MXVW�RQH�WKLQJ��RU�DVN�WKH�JRYHUQPHQW�WR�FXW�WD[HV�DORQH�<RX�KDYH�WR�WKLQN�DERXW�WKH�RYHUDOO�VWUDWHJ\�EHIRUH�GLVFXVVLQJ�D�SDUWLFXODU�SRLQW��:KDW�SDFNDJH�ZLOO�DFKLHYH�\RXU�JRDOV"�,I�\RX�DUH�JRLQJ�WR�GHDO�ZLWK�JRYHUQPHQW�VSHQGLQJ��\RX�KDYH�WR�GHDO�ZLWK�WD[DWLRQ�DQG�LQYHVWPHQW��LI�WKH�JRYHUQPHQW�LV�FXWWLQJ�VSHQGLQJ�RQ�LQIUDVWUXFWXUH��LQYHVWPHQW�KDV�WR�FRPH�IURP�WKH�SULYDWH�VHFWRU�,�VWURQJO\�EHOLHYH�WKDW�D�IUHH�PDUNHW�LV�WKH�RQO\�UHDO�FKRLFH��,I�WKH�JRYHUQPHQW�LV�DEVROXWHO\�GHWHUPLQHG��LW�LV�SRVVLEOH�WR�GR�WKLQJV�RYHU�WKUHH�RU�IRXU�\HDUV��,�JHQHUDOO\�OLNH�IDVW�UHIRUP�EHFDXVH��ILUVW��LI�WKH�KRXVH�LV�RQ�ILUH�EHFDXVH�\RX�KDYH�K\SHULQIODWLRQ��\RX�UHDOO\�PXVW�GR�VRPHWKLQJ�LPPHGLDWHO\��EXW�WKDW�LV�QRW�WKH�DUJXPHQW�IRU�PRYLQJ�TXLFNO\�LQ�(J\SW��7KH�UHDVRQ�KHUH�LV�WKDW�DQQRXQFHPHQWV�GR�QRW�ZRUN��7KHUH�LV�QR�ZD\�WR�JXDUDQWHHWKDW�LI�\RX�WDNH�RQH�VWHS��WKH�QH[W�ZLOO�EH�WDNHQ��VR�LI�\RX�DUH�JRLQJ�WR�GR�LW��GR�LW�QRZ��,W�LV�YHU\�GLIILFXOW�WR�DQQRXQFH�LQ�DGYDQFH�FHUWDLQ�NLQGV�RI�VWHSV��<RX�DUH�QRW�JRLQJ�WR�DQQRXQFH�WKDW�\RX�ZLOO�GHYDOXH�LQ�WKUHH�PRQWKV��7KH�5XVVLDQV�VDLG�LQ������WKDW�WKH\�ZRXOG�HQG�SULFH�
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FRQWUROV�LQ�VL[�PRQWKV��7KH�VKRSV�ZHUH�HPSWLHG�LPPHGLDWHO\��DQG�WKDW�ZDV�WKH�EHJLQQLQJ�RI�WKH�HQG��
3DUWLFLSDQW�� 'LG�WKRVH�RSHQ�HFRQRPLHV�UHDOO\�VXFFHHG�DQG�DFKLHYH�WKHLU�JURZWK�IURP�VDYLQJV�ZLWKLQ�RU�IURP�GLUHFW�IRUHLJQ�LQYHVWPHQW��GRQDWLRQV�DQG�JUDQWV�IURP�WKH�RXWVLGH�ZRUOG"�,�EHOLHYH�LQ�VDYLQJV��EXW�VDYLQJV�RI����RU����SHUFHQW�DV�LQ�.RUHD�FDQQRW�EH�DFKLHYHG�IURP�LQWHUQDO�UHVRXUFHV�DW�WKH�EHJLQQLQJ��&DQ�\RX�HODERUDWH�RQ�WKH�UROH�RI�DLG�DQG�IRUHLJQ�LQYHVWPHQW"
6SHDNHU� )LUVW�RI�DOO��JURZWK�GRHV�QRW�FRPH�IURP�DLG��7KH�0DUVKDO�3ODQ�DLG�ZDV�DERXW���SHUFHQW�RI�*'3�RI�WKH�UHFLSLHQW�FRXQWULHV��:KHQ�DLG�LV�GRQH�ULJKW��LW�JLYHV�HQRXJK�SROLWLFDO�VWDELOLW\�IRU�IXQGDPHQWDO�FKDQJHV��:KHQ�DLG�LV�GRQH�ZURQJ��LW�SRVWSRQHV�DGMXVWPHQW�IRU�GHFDGHV��,W�VKRXOG�EH�FDUHIXOO\�FRRUGLQDWHG�ZLWK�WKH�JURZWK�VWUDWHJ\�DQG�WKHQ�SKDVHG�RXW��,Q�WKH�7DLZDQ�DQG�.RUHD�FDVHV��LW�ZDV�JHQHURXV��WLPHO\�DQG�OLPLWHG��7KDW�LV�D�ZRQGHUIXO�PRGHO�DFWXDOO\��,�DP�YHU\�PXFK�LQ�IDYRU�RI�GHEW�UHGXFWLRQ�DV�D�FRXQWHUSDUW�RI�UHIRUP��EHFDXVH�,�YLHZ�WKH�DLG�GHEW�V\QGURPH�DV�DQ�XQIRUWXQDWH�KLVWRULF�HSLVRGH�ZKHUH�D�VWUDWHJ\�ZDV�WDNHQ�EXW�IDLOHG��OHDYLQJ�VR�PDQ\�FRXQWULHV�WR�WU\�WR�JHW�RXW�RI�GHEW��0RVW�FRXQWULHV�KDYH�QHHGHG�DLG�DW�VRPH�SRLQW��EXW�WKH\�VKRXOGQ¶W�OLYH�RQ�LW�6LQJDSRUH��WKH�QXPEHU���FRPSHWLWLYH�FRXQWU\�LQ�PRVW�RI�WKHVH�VXUYH\V��KDV�UDSLG��G\QDPLF�JURZWK�DW���SHUFHQW��DQG�VL[�ELOOLRQ�GROODUV�RI�IRUHLJQ�GLUHFW�LQYHVWPHQW�SHU�\HDU��1LQHW\�SHUFHQW�RI�6LQJDSRUH¶V�PDQXIDFWXULQJ�LV�H[SRUWV�IURP�IRUHLJQ�PXOWLQDWLRQDO�ILUPV��6R�WKH�FRXQWU\�LV�KHDYLO\�LQYHVWHG��1RZ�ORRN�DW�WKH�OLYLQJ�VWDQGDUGV�LQ�6LQJDSRUH��VHH�WDEOH��5DWHV�RI�*URZWK�DQG�6RFLDO�,QGLFDWRUV���%HWZHHQ������DQG�������OLIH�H[SHFWDQF\�IRU�6LQJDSRUHDQV�ZHQW�IURP����\HDUV�WR������\HDUV��,QIDQW�PRUWDOLW\�GURSSHG�IURP����SHU�WKRXVDQG�WR�VL[�SHU�WKRXVDQG��6R�WKH\�KDYH�KDG�LQFUHGLEOH�LPSURYHPHQW�RI�OLYLQJ�FRQGLWLRQV��DQG�WKH\�GLG�QRW�ORVH�WKHLU�VRYHUHLJQW\��6LQJDSRUH�LV�DV�VWURQJ��VHOI�UHOLDQW�DQG�LQGHSHQGHQW�DV�DQ\�FRXQWU\�LQ�WKH�ZRUOG��$QG�WKH�FRXQWULHV�WKDW�KDYH�NHSW�RXW�IRUHLJQ�
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LQYHVWPHQW�DUH�VWUXJJOLQJ�WRGD\��7KHUH�DUH�YHU\�IHZ�FRXQWULHV�WKDW�GHYHORSHG�ZLWKRXW�KHDY\�IRUHLJQ�LQYHVWPHQW���.RUHD�DQG�-DSDQ�GLG�LW�WKURXJK�KHDY\�ERUURZLQJ���0RVW�RI�WKH�IDVW�JURZLQJ�FRXQWULHV�DFKLHYHG�JURZWK�RQ�WKH�EDVLV�RI�IRUHLJQ�PXOWLQDWLRQDOV��DQG�PRUH�DQG�PRUH�LQ�WKH�PRGHUQ�SHULRG��LI�\RX�ZDQW�WR�JURZ�UDSLGO\�\RX�QHHG�WKH�PXOWLQDWLRQDOV�IRU�WKH�FDSLWDO��WHFKQRORJ\��PDUNHWV��PDQDJHPHQW��DQG�RUJDQL]DWLRQ�WKH\�EULQJ�ZLWK�WKHP��7KH�ZRUOG�V\VWHP�KDV�D�YHU\�FRPSOH[�GLYLVLRQ�RI�ODERU��DQG�URXJKO\����SHUFHQW�RI�ZRUOG�WUDGH�LV�ZLWKLQ�DIILOLDWHV�RI�PXOWLQDWLRQDOV��,I�\RX�ZDQW�WR�EH�LQ�WKHVH�PDUNHWV�DQG�GHHSO\�HQJDJHG�LQ�ZRUOG�WUDGH��\RX�QHHG�LQWHJUDWLRQ�LQ�WKLV�KLJKO\�QHWZRUNHG�LQWHUQDWLRQDO�HFRQRP\�
3DUWLFLSDQW� +RZ�FDQ�(J\SW�DWWUDFW�PRUH�PXOWLQDWLRQDOV"
6SHDNHU� $WWUDFWLQJ�IRUHLJQ�GLUHFW�LQYHVWPHQW�LV�D�YHU\�FRPSHWLWLYH�SURFHVV�WKHVH�GD\V��EHFDXVH�D�ORW�RI�FRXQWULHV�ZDQW�WR�GR�LW��0DLQO\�\RX�QHHG�WKH�XQGHUO\LQJ�FRQGLWLRQV�RI�WKH�PDUNHW��IDYRUDEOH�OHJLVODWLRQ�RQ�ODERU��LQYHVWPHQW��DQG�WD[DWLRQ��PDFURHFRQRPLF�VWDELOLW\�DQG�DQ�H[FKDQJH�UDWH�FRPPLWWHG�WR�EHLQJ�IOH[LEOH�DQG�JXDUDQWHHLQJ�SURILWDELOLW\�RI�WKH�H[SRUW�VHFWRU��7KHQ��RI�FRXUVH��WKH�SURFHVV�RI�IRUHLJQ�GLUHFW�LQYHVWPHQW�QHHGV�WR�EH�VLPSOH��WUDQVSDUHQW��RSHQ��ZLWKRXW�D�ORW�RI�DUELWUDU\�UHJXODWLRQV� ,Q�P\�RSLQLRQ��(J\SW�LV�H[WUHPHO\�ZHOO�VXLWHG�WR�DWWUDFW�IRUHLJQ�GLUHFW�LQYHVWPHQW�EHFDXVH�RI�LWV�JHRJUDSKLFDO�SRVLWLRQ��<RX�FDQ�UHDFK�DOO�SDUWV�RI�(XURSH�HDVLO\��6R�WKLV�FDQ�EHFRPH�D�YHU\�LPSRUWDQW�SODFH�IRU�RSHUDWLRQV�RI�DQ\�(XURSHDQ�ILUP��RU�.RUHDQ�ILUP�ZLWK�RSHUDWLRQV�LQ�(XURSH��7KH�(XUR�0HG�$JUHHPHQW�ZLOO�EH�LPSRUWDQW�LQ�EULQJLQJ�RSHQQHVV�WR�LQGXVWULDO�WUDGH�DQG�HQFRXUDJLQJ�IRUHLJQ�ILUPV�WR�LQYHVW�DQG�EDVH�WKHLU�(XURSHDQ�SURGXFWLRQ�RSHUDWLRQV�KHUH��7KLV�LV�ZKDW�KDSSHQHG�LQ�(DVWHUQ�DQG�&HQWUDO�(XURSH�,�ZRXOG�OLNH�WR�PHQWLRQ�WKH�ODERU�PDUNHW��,QGLD�KDV�ODERU�ODZV�VLPLODU�WR�WKRVH�RI�(J\SW��\RX�FDQ¶W�ILUH�DQ\RQH�LQ�,QGLD�ZLWKRXW�SHUPLVVLRQ�IURP�WKH�ORFDO�JRYHUQPHQW��DQG�,�GRQ¶W�NQRZ�RI�RQH�FDVH�LQ�WKH�ODVW����\HDUV�ZKHUH�WKH�ORFDO�JRYHUQPHQW�KDV�JLYHQ�SHUPLVVLRQ��
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:KHQ�,�ZHQW�WR�,QGLD�WR�VWDUW�D�MRLQW�YHQWXUH�EHWZHHQ�+DUYDUG�DQG�DQ�,QGLDQ�LQVWLWXWH��,�FRXOG�QRW�KLUH�D�JUDGXDWH�VWXGHQW�WHPSRUDULO\�WR�GR�UHVHDUFK��EHFDXVH�RQFH�VRPHRQH�LV�KLUHG�WKH\�DUH�SHUPDQHQW��7KHQ�SHRSOH�FRPSODLQ�WKDW�WKH\�FDQ¶W�PDNH�MREV��\HW�PDQ\�DFDGHPLFV�LQ�,QGLD�DUH�DJDLQVW�SXEOLF�UHIRUP�EHFDXVH�LW�VHHPV�VR�KDUVK�(J\SW�IDFHV�FRPSHWLWLRQ�IRU�ODERU�LQWHQVLYH�SURGXFWLRQ�IURP�WKH�PRVW�IOH[LEOH�SODFHV�LQ�WKH�ZRUOG�ZKHUH�WKH�HQWHUSULVHV�FDQ�FKDQJH�TXLFNO\��,I�\RX�DUH�LQ�WH[WLOHV��IDVKLRQV�FKDQJH��GHVLJQV�FKDQJH��DQG�\RX�KDYH�WR�FKDQJH�TXLFNO\��EXW�\RX�FDQ¶W�GR�LW�ZLWK�WKHVH�NLQGV�RI�UHVWULFWLRQV��:KHQ�QR�OHJDO�IRUPDO�MREV�DUH�FUHDWHG��LW�FRVWV�\RX�LQ�HFRQRPLF�JURZWK�
3DUWLFLSDQW� :KLOH�,�DJUHH�ZLWK�PRVW�RI�\RXU�UHFRPPHQGDWLRQV��,�WKLQNLW�LV�ZURQJ�WR�FRPSDUH�(J\SW�ZLWK�FRXQWULHV�OLNH�6LQJDSRUH�RU�+RQJ�.RQJ��HVSHFLDOO\�FRQVLGHULQJ�SRSXODWLRQ��,I�DOO�FRXQWULHV�KDG�RSHQHG�XS�DW�WKH�VDPH�WLPH��ZRXOG�LW�KDYH�EHHQ�VR�HDV\�IRU�WKRVH�FRXQWULHV�WR�JURZ"�,�ZRXOG�OLNH�WR�PHQWLRQ�VRPH�RI�WKH�LVVXHVWKDW�PDNH�(J\SW�D�VSHFLDO�FDVH��:H�VKRXOG�LQGHHG�RSHQ�XS��EXW�ZH�DUH�QRW�DV�IUHH�WR�RSHQ�XS�WRGD\�DV�WKH�VPDOO�FRXQWULHV�\RX�PHQWLRQHG��EHFDXVH�RI�RXU�VRFLDO�RYHUKHDG��)XUWKHUPRUH��(J\SW�KDV�LQLWLDWHG�LQFHQWLYH�SROLFLHV�WKDW�\RX�GLGQ¶W�PHQWLRQ��VXFK�DV���WR����\HDU�WD[�KROLGD\V��7KH�DQQXDO�FRVW�RI�WKHVH�WD[�KROLGD\V�LV�FRQVLGHUDEOH��$OVR��ZH�DUH�RQH�RI�WKH�IHZ�FRXQWULHV�LQ�WKH�UHJLRQ�WKDW�JUDQWV�����SHUFHQW�WD[�IUHH�LQWHUHVW�
6SHDNHU��:LWK�UHJDUG�WR�JOREDO�FRPSHWLWLRQ��,�VWURQJO\�VXJJHVW�WKDW�(J\SW�JHW�VWDUWHG��,�GRQ¶W�WKLQN�LW�LV�LPSRVVLEOH�XQGHU�WKH�FXUUHQW�FLUFXPVWDQFHV��/RRN�DW�&KLQD��D�FRXQWU\�ZLWK�����ELOOLRQ�SHRSOH��&KLQD�KDV�PDQDJHG�WR�DFKLHYH���SHUFHQW�JURZWK�RQ�DYHUDJH�VLQFH�������ZLWK�D�KXJH�H[SDQVLRQ�LQ�WKH�ZRUOG�WUDGH�V\VWHP��,I�&KLQD�FDQ�LQFUHDVH�LWV�H[SRUWV�E\�WHQV�RI�ELOOLRQV�RI�GROODUV�ZLWKRXW�EHLQJ�FORVHG�XS��WKHQ�(J\SW�FDQ�FHUWDLQO\�GR�WKH�VDPH�NLQG�RI�WKLQJ��HVSHFLDOO\�ZLWK�\RXU�DFFHVV�WR�WKH�(XURSHDQ�PDUNHW��9LHWQDP��D�PHGLRFUH�UHIRUPHU��LV�DFKLHYLQJ���SHUFHQW�JURZWK�QRZ��DQG�LW�LV�D�ELJ��SRSXORXV�FRXQWU\��6R�LW�LV�QRW�D�PDWWHU�RI�VL]H�
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(J\SW�LV�QRW�ZLWKRXW�UHVRXUFHV��PDQDJHPHQW��DFFHVV��RU�PDUNHWV��:KDW�ZRUNV�DJDLQVW�\RX�LV�WKH�RYHUKDQJ�RI�SROLFLHV��RI�GHEW��RI�VRFLDO�FRPPLWPHQWV��DV�\RX�VDLG��DQG�VR�IRUWK��%XW�\RX�UHDOO\�QHHG�WR�PDNH WKH�FRPPLWPHQW�WR�UDSLG�JURZWK��EHFDXVH�WKH�FXUUHQW�VWUDWHJ\�LV�QRW�SURGXFLQJ�MREV��HQGLQJ�SRYHUW\�RU�LPSURYLQJ�VRFLDO�FRQGLWLRQV��,�GRQ¶W�ZDQW�WR�RYHUVLPSOLI\��EXW�WKHVH�UHIRUP�SROLFLHV�ZRXOG�SUREDEO\�QRW�EH�DV�FULSSOLQJ�DV�WKH\�PLJKW�ORRN��HVSHFLDOO\�LQ WKH�FRQWH[W�RI�D�SDFNDJH��,W�LV�QRW�WUXH�WKDW�QRERG\�JHWV�KXUW�LQ�WKH�GXH�FRXUVH�RI�UHIRUP��EXW�ZLWKRXW�UHIRUP�HYHU\ERG\�JHWV�KXUW��<RX�KDYH�WKH�SRWHQWLDO�WR�DFKLHYH�UDSLG�JURZWK��EXW�\RX�DUH�QRW�QRZ�LQ�D�YLDEOH�SRVLWLRQ�IRU�JURZWK�
3DUWLFLSDQW� +RZ�PXFK�GR�SRRU�GLVWULEXWLRQ�RI�LQFRPH�DQG�WKH�KLJK�OHYHO�RI�LOOLWHUDF\�SUHYHQW�(J\SW�IURP�DFKLHYLQJ�WKH�JURZWK�UDWHV�HQMR\HG�E\�(DVW�$VLD"
6SHDNHU�� ,�GRQ¶W�WKLQN�WKDW�WKHVH�DUH�REVWDFOHV�IRU�JHWWLQJ�JURZWK�JRLQJ��EXW�WKH\�DUH�LPSHUDWLYHV�WKDW�VKRXOG�EH�DGGUHVVHG�RYHU�WLPH�LQ�WKH�FRXUVH�RI�DQ\�VHQVLEOH�VHW�XS�RI�WKH�HFRQRP\��$�PDMRU�FRPPLWPHQW�WR�TXDOLW\�SULPDU\�HGXFDWLRQ��IRU�JLUOV�DV�ZHOO�DV�ER\V��LQ�D�IDLUO\�ZHOO�IXQFWLRQLQJ�HFRQRP\�ZLOO�QDUURZ�LQFRPH�LQHTXDOLW\��$QRWKHU�LPSRUWDQW�UHPHG\�LV�SURGXFLQJ�MREV�WKURXJK�UDSLG�JURZWK�EDVHG�RQ�ODERU�LQWHQVLYH�HPSOR\PHQW��$�KLJK�OHYHO�RI�LOOLWHUDF\�DPRQJ�WKH�\RXQJ�UHVXOWLQJ�IURP�RYHUSRSXODWLRQ�LV�D�SUREOHP��EHFDXVH�\RX�FDQQRW�SDUWLFLSDWH�ZHOO�HYHQ�LQ�WKH�VLPSOHVW�DVVHPEOLQJ�SURFHVV�ZLWKRXW�VRPH�EDVLF�OLWHUDF\��6R�WKDW�VKRXOG�EH�DGGUHVVHG�ZLWKRXW�TXHVWLRQ��EXW�,�GRXEW�LW�LV�DQ�REVWDFOH�RU�D�SUHUHTXLVLWH�IRU�JURZWK�ULJKW�QRZ��,�WKLQN�FRPPLWPHQW�WR�HGXFDWLRQ�LV�LPSRUWDQW��DQG�WKDW�FRPPLWPHQW�H[LVWV�KHUH��EXW�WKH�TXDOLW\�QHHGV�WR�EH�LPSURYHG��HQG�
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