
$OWHUQDWLYH�([FKDQJH�5DWH�5HJLPHV��
0LFKDHO�0XVVD��

'LVWLQJXLVKHG�/HFWXUH�6HULHV���

$�3XEOLFDWLRQ�RI�7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��



(&(6�'/6����0RXVVD�-XQH�����

�

&RQWHQWV�
�

)RUHZRUG� � 9$UDELF�)RUHZRUG� � 9,,�$ERXW�WKH�6SHDNHU� � ,;�3DUW�,��$OWHUQDWLYH�([FKDQJH�5DWH�5HJLPHV�����,1752'8&7,21� �����(;&+$1*(�5$7(�5(*,0(6�)25�7+(�,1'8675,$/�&28175,(6� �����(;&+$1*(�5$7(�5(*,0(6�)25�'(9(/23,1*�$1'�75$16,7,21$/�&28175,(6�������'(6,5$%/(�(;&+$1*(�5$7(�5(*,0(6� ������&21&/86,21� ��
3DUW�,,��'LVFXVVLRQ�

6800$5<�2)�7+(�',6&866,21� ��/,67�2)�$77(1'((6� ��27+(5�(&(6�38%/,&$7,216� ��



(&(6�'/6����0RXVVD�-XQH�����

�

)RUHZRUG��7KH�H[FKDQJH�UDWH�SROLF\�KDV�EHHQ�D�VXEMHFW�RI�LQWHQVLYH�GHEDWH�LQ�(J\SW�IRU�\HDUV���:KLOH�WKLV�GHEDWH�LV�ERWK�KHDOWK\�DQG�EHQHILFLDO��LW�KDV�EHFRPH�H[FHHGLQJO\�OLPLWHG�DQG�SROLWLFL]HG�LQ�UHFHQW�\HDUV��IRFXVLQJ�RQ�VXFK�LVVXHV�DV�ZKHWKHU�(J\SW�VKRXOG�GHYDOXH�WKH�SRXQG�RU�QRW�DQG�WKH�TXHVWLRQ�RI�DFFHSWLQJ�,0)�FRQGLWLRQDOLW\���3HUKDSV�DV�D�UHVXOW�RI�VXFK�OLPLWLQJ�IDFWRUV��YHU\�OLWWOH�LQ�GHSWK�GLVFXVVLRQ�KDV�WDNHQ�SODFH�SXEOLFO\�UHJDUGLQJ�DQ�DSSURSULDWH�H[FKDQJH�UDWH�UHJLPH�IRU�(J\SW�WKDW�GUDZV�RQ�WKH�H[SHULHQFH�RI�HPHUJLQJ�PDUNHWV���0LFKDHO�0XVVD¶V�SUHVHQWDWLRQ�LV�D�FOHDU�EUHDN�DZD\�IURP�WKLV�WUDGLWLRQ����%\�PHDQV�RI�D�V\VWHPDWLF�DQG�WKRXJKW�SURYRNLQJ�WRXU�RI�WKH�HYROXWLRQ�RI�H[FKDQJH�UDWH�UHJLPHV�VLQFH�::,,��0U��0XVVD�LQYLWHV�XV�WR�FRQVLGHU�H[FKDQJH�UDWH�UHJLPHV�LQ�LQGXVWULDO�FRXQWULHV�DV�ZHOO�DV�GHYHORSLQJ�DQG�WUDQVLWLRQDO�FRXQWULHV�� �%URDGHQLQJ�WKH�GHEDWH� WR�FRQVLGHU� LQWHUQDWLRQDO�H[SHULHQFHV��KH�DUJXHV�WKDW�D�FRXQWU\¶V�VHDUFK�IRU�DQ�DSSURSULDWH�H[FKDQJH�UDWH�V\VWHP�LV�D�VHULRXV�XQGHUWDNLQJ�DQG�XQLYHUVDO�DQVZHUV�VLPSO\� GR� QRW� H[LVW�� � +H� PDLQWDLQV�� KRZHYHU�� WKDW� ZKLOH� UHODWLYHO\� ODUJH� HFRQRPLHV� ZLWK� RSHQ� FDSLWDO�DFFRXQWV�DQG�KHDOWK\�EDQNLQJ�V\VWHPV�DUH�JHQHUDOO\�EHWWHU�RII�DGRSWLQJ�PRUH�IOH[LEOH�H[FKDQJH�UDWH�UHJLPHV��VPDOOHU�DQG�OHVV�LQWHJUDWHG�HFRQRPLHV�LQ�WKH�ZRUOG�PLJKW�ILQG�D�IL[HG�UHJLPH�PRUH�DSSURSULDWH����(J\SW¶V�VLWXDWLRQ�ZDV�QRW�GLVFXVVHG�GLUHFWO\�GXULQJ�WKH�SUHVHQWDWLRQ���+RZHYHU��YDULRXV�PHPEHUV�RI�WKH�DXGLHQFH�UDLVHG�SRLQWHG�TXHVWLRQV�WKDW�SURYRNHG�LQWHUHVWLQJ��DOWKRXJK�VRPHZKDW�JXDUGHG��UHVSRQVHV�IURP�0U��0XVVD�� �7RSLFV� VXFK� DV� DGRSWLQJ� D�PRUH� IOH[LEOH� H[FKDQJH� UDWH� UHJLPH�DQG� WKH� WLPLQJ� IRU�FKDQJLQJ� WKH� EDVNHW� LQ� (J\SW�ZHUH� GLVFXVVHG�� � ,Q� DOO�� WKLV�PRVW� UHFHQW� DGGLWLRQ� WR� WKH�'LVWLQJXLVKHG�/HFWXUH�6HULHV�RIIHUV�D�ORW�RI�JRRG�IRRG�IRU�WKRXJKW���%RWK�WKH�SUHVHQWDWLRQ�DQG�WKH�GLVFXVVLRQ�DGGUHVV�LVVXHV�RQ�WKH�SXOVH�RI�WKH�GHEDWH�QRZ�WDNLQJ�SODFH�LQ�(J\SW�DQG�,�KDYH�QR�GRXEW�WKDW�UHDGHUV�ZLOO�ILQG�WKHP�ERWK�HQMR\DEOH�DQG�YHU\�LQIRUPDWLYH��� $KPHG�*DODO�([HFXWLYH�'LUHFWRU��(&(6�-XQH�����

Y



(&(6�'/6����0RXVVD�-XQH�����

�

âóªØ��
sUl��T� �~� ;UxlT�� ;�g`� i�][� Z�TjU��� ZiU]L� �[�T� Y�gUp[��T� U�Ur��T� ��L� ��� }ip�T� ixl� YlU�l� gx[�ip�W�Y�gUp[��T��gxW���w�j��i[�T����w�hfN����L��O��Xg�����Y�cp�Xi�Ut�gx��mU���T�Th���L�����{i�T���w�q��f[���g`� Yn�U��� �����L�}ip�T� ixl� YlU�l��s�~� gcT�¿��c[���O� Y~Ur�UW ��ip��T� Y��`�T� Y��� q��f[�T�Th��������g�T�g���T���g�p�}�������x[��U������Y�r��T�i��`�Yn�U���¿U�{O��g�[�U����w�V[i[�g���if�T�¿�g�T�ViU`[���� XgU�[l��T�k�ig�T�I�r��~��ip��T� gUp[����Y�S���i]��T�}ip�T�ixl� �Ut�W�� �l���¿��U��XirUc���[M[�XgwU��T��h��il�[���t��i�s[�¿��c[W��[irUc���l���¿��U��hU[l�T�¿�[l�� ���s���T�¿l�l[�T��¿��n�UW�j��[��V��lMW�YSnU��T��Y��U��T����g�[��T�¿�g�T��~�Y��U]�T�Y���Ux�T�Vic�T�h���}ip�T�ixl���h����O�;TgU�[lT��irUc��T�¿�[����] xp�T���� ��MW� ¿���T���O� �Y���g�T� YWi`[�T�~ hf�T���g� �}ip�T�ixl�� ¿]�L� �Ut���w \�gc�T� �Uw� ¿�nW�V�gUp[��T�U��g�[�Y�ci���Y��g�¿� oSUpf�iUW[w�T����L�g��[�Y���g�T�XiWf�T��L���O�irUc��T�o�f����h�v��j��[[�� �Y��U�lLi�T� U�[��Ux���Tj���i�ic[��~� ;Ti�W�� ;Us�n�Zxs���[�T�� �;U�Wl�� Xi�W��T�¿�g���¿r~�T�����~ Y��i��UW��l[[�}ip��t��vW[[��L���~ip��T�U��Ut��X��W�Z���T�k����i|pW�j��[[��[�T�ZTgUp[����YWl��UW�U�LY[WU]�}ip��t��^U�[�O�U���¿r~�T���~��Y���Ux�T���l�T��~�U�`U�g�T�Y`ig�}xr���U�Wl��U��`c� �T }ip�T�ixl��Ut���inUW��¿�nW�qix[[����XirUc��T��L�����{i�T���w��L �O��ip���~��Ws�;Ut�c[���U���L����h�ÈV��lMW��l���¿��U��hU[l�T�U���w�VU`L��[�T�Y�U��T�Y�Sl�T����g�gx�T�T�iU]L�g����irUc�T�I�n�T�qxW��Y��i��i]�L�}ip�ixl���Ws[�Y��U��PW���x[��T�¿TNl�T������it��Y�`������Y�Sl�T��h����L���|[��VlU���T�Z���[�T���h����ip���~}ip�T�ixl�g�gc[��~�Y�gf[l��T�Z��x�T�Y�l�i��j�i��T�U�igp���[�T�Xj��[��T�ZTirUc��T�Y�l�l����g�g`�T�iTgp�T�Th��ais����g�[�U����O�;TgU�[lT�Yn�U���T�� i���[��� Y�i]� XgU�� �YWl��UW� �U�� u�r���� �U�[W�wL� �[�T� ZUn�U���T� ��h��� XirUc��T� Zgp[� g�~ �T �~��ip��T�gUp[���Y��Ti�T�Y�ci���Y�i��T��h����w�u�s�UW�v[�[l��}�l�QiU��T��L��~��n��g��k����

©�Ýü��ªä£��ï¬ôÔè�ß��®óªäß���ó©�¼�×û����³�­ªàß�ï®¼äß��°Û®äß�� îôçîó�ûùùù



(&(6�'/6����0RXVVD�-XQH�����

�

$%287�7+(�63($.(5�0LFKDHO�0XVVD�
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� 7KH�EDVLV�IRU�WKLV�OHFWXUH�LV�D�SDSHU�WKDW�KDV�MXVW�EHHQ�UHOHDVHG�E\�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��0LFKDHO�0XVVD�HW�DO���([FKDQJH�5DWH�5HJLPHV�LQ�DQ�,QFUHDVLQJO\�,QWHJUDWHG�:RUOG�(FRQRP\��$SULO�������
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\RXU�GRPHVWLF�FXUUHQF\��+RZHYHU��LI�\RXU�EXVLQHVV�LV�ORFDWHG�LQ�(J\SW�RU�DQ\�RWKHU�HPHUJLQJ�PDUNHW�FRXQWU\�DQG�\RX�GR�DQ\�LQWHUQDWLRQDO�EXVLQHVV�DW�DOO��LW�LV�QRW�SUHGRPLQDQWO\�LQ�WHUPV�RI�\RXU�GRPHVWLF�FXUUHQF\��EXW�UDWKHU�LQ�WKH�ZRUOGV¶�PDMRU�LQWHUQDWLRQDO�FXUUHQFLHV���7KXV��KRZ�WKHVH�FXUUHQFLHV�RSHUDWH�DQG�KRZ�H[FKDQJH�UDWHV�EHWZHHQ�WKHP�EHKDYH�LV�D�IDFWRU�RI�YHU\�VXEVWDQWLDO�LPSRUWDQFH���%XVLQHVVHV�LQ�GHYHORSLQJ�FRXQWULHV�FDQQRW�DIIRUG�ORRVH�NQRZOHGJH�RI�WKHLU�FRXQWU\¶V�H[FKDQJH�UDWH�SROLF\�WKH�ZD\�H[FOXVLYHO\�GRPHVWLF�EDVHG�86�EXVLQHVVHV�FDQ���6HFRQGO\��WKHUH�DUH�LQGHHG�VRPH�LPSRUWDQW�OHVVRQV�IURP�WKH�H[SHULHQFHV�RI�LQGXVWULDO�FRXQWULHV�WKDW�DUH�UHOHYDQW�EH\RQG�WKHLU�LPPHGLDWH�UHLJQ�RI�RSHUDWLRQ���7KH�LQGXVWULDO�FRXQWULHV�GLIIHU�LQ�LPSRUWDQW�FKDUDFWHULVWLFV�IURP�PRVW�GHYHORSLQJ�DQG�WUDQVLWLRQDO�HFRQRPLHV��EXW�LQFUHDVLQJO\�WKRVH�GLIIHUHQFHV�DUH�EHLQJ�HURGHG���+HQFH��WKLQJV�ZH�KDYH�OHDUQHG�IURP�LQGXVWULDO�FRXQWULHV�UHPDLQ�UHOHYDQW�WR�D�EURDG�UDQJH�RI�FRXQWULHV����)ROORZLQJ�WKH�GLVFXVVLRQ�RI�LQGXVWULDO�FRXQWULHV��,�ZDQW�WR�WXUQ�PRUH�VSHFLILFDOO\�WR�WKH�VLWXDWLRQ�RI�GHYHORSLQJ�FRXQWULHV��SDUWLFXODUO\�WKRVH�HPHUJLQJ�PDUNHW�FRXQWULHV�WKDW�KDYH�UHFHQWO\�LQFUHDVHG�LQWHJUDWLRQ�LQWR�WKH�ZRUOG¶V�WUDGH�DQG�FDSLWDO�DFFRXQW�V\VWHP���7KHUH�DUH�D�QXPEHU�RI�SRLQWV�WKDW�,�ZLOO�UDLVH�LQ�UHVSHFW�WR�H[FKDQJH�UDWH�UHJLPHV�IRU�GHYHORSLQJ�DQG�HPHUJLQJ�PDUNHW�FRXQWULHV���%HIRUH�EHJLQQLQJ�ZLWK�WKH�LQGXVWULDO�FRXQWULHV��KRZHYHU��,�ZLVK�WR�HPSKDVL]H�WZR�FHQWUDO�SRLQWV�WKDW�DUH�DW�WKH�EDVH�RI�WKLV�GLVFXVVLRQ��)LUVW��OHW�XV�FRQVLGHU�WKH�H[FKDQJH�UDWH�UHJLPH��7KH�H[FKDQJH�UDWH�UHJLPH�FRQVLVWV�RI�D�ORQJHU�WHUP�FRPPLWPHQW�RI�D�FRXQWU\¶V�QDWLRQDO�SROLFLHV�WR�KDYH�D�FHUWDLQ�EHKDYLRU�RI�LWV�H[FKDQJH�UDWH�YLV�j�YLV�WKH�FXUUHQFLHV�RI�RWKHU�FRXQWULHV��7KH�H[FKDQJH�UDWH�UHJLPH�LV�QRW�VRPHWKLQJ�WKDW�LV�FKDQJHG�HYHU\�GD\��HYHU\�ZHHN��HYHU\�PRQWK��RU�HYHU\�\HDU���$Q�H[FKDQJH�UDWH�UHJLPH�LV�VRPHWKLQJ�WKDW�SHUVLVWV�RYHU�D�PRUH�H[WHQGHG�SHULRG�RI�WLPH���,W�LV�HVVHQWLDO�WR�XQGHUVWDQG�WKDW�DQ�H[FKDQJH�UDWH�UHJLPH�LV�QRW�VRPHWKLQJ�WKDW�FDQ�EH�FKDQJHG�DOO�WKH�WLPH�EHFDXVH�WKH�RQO\�ZD\�WKDW�EXVLQHVV�FDQ�GR�EXVLQHVV�LV�LI�WKH\�DUH�FHUWDLQ�RI�WKH�SROLF\�UHJLPH�LQ�ZKLFK�WKH\�DUH�RSHUDWLQJ��7KHUHIRUH��LW�MXVW�GRHV�QRW�SD\�WR�VD\��³:HOO��WKH�IORDWLQJ�UHJLPH�LV�UHDOO\�ZKDW�ZH�QHHG�WRGD\���7RPRUURZ�ZH�ZLOO�SHJ�WKH�UDWH�´�DQG�WKHQ�D�IHZ�PRQWKV�GRZQ�WKH�OLQH��VD\��³:HOO��WKH�SHJJHG�UDWH�LV�QRW�UHDOO\�FRQYHQLHQW�IRU�XV��ZH�ZLOO�IORDW�WKH�UDWH�´�$Q�H[FKDQJH�UDWH�UHJLPH�WKDW�FKDQJHV�DOO�WKH�WLPH�LV�QRW�D�UHJLPH�DW�DOO�DQG�GRHV�QRW�
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SURYLGH�D�VWDEOH�EDVLV�IRU�SULYDWH�LQGLYLGXDOV�DQG�EXVLQHVV�WR�GR�ZKDW�WKH\�QHHG�WR�GR�LQ�RUGHU�WR�PDNH�WKH�HFRQRPLF�V\VWHP�IXQFWLRQ���7KH�VHFRQG�JHQHUDO�SRLQW�LV�WKDW�WKH�H[FKDQJH�UDWH�UHJLPH�LV�QRW�VRPHWKLQJ�WKDW�H[LVWV�LQ�LVRODWLRQ��7KH�H[FKDQJH�UDWH�UHJLPH�LV�DQ�LPSRUWDQW�SDUW�± EXW�GHILQLWHO\�D�SDUW�± RI�WKH�FRXQWU\¶V�EURDGHU�HFRQRPLF�SROLF\�UHJLPH��,Q�SDUWLFXODU��WKHUH�LV�D�FORVH�DQG�QHFHVVDULO\�LQWLPDWH�UHODWLRQVKLS�EHWZHHQ�D�FRXQWU\¶V�H[FKDQJH�UDWH�UHJLPH�DQG�LWV�PRQHWDU\�SROLF\�UHJLPH��)RU�D�FRXQWU\�WKDW�KDV�D�SHJJHG�H[FKDQJH�UDWH��WKH�H[FKDQJH�UDWH�H[HUWV�D�YHU\�VXEVWDQWLDO�FRQVWUDLQW�RQ�KRZ�GRPHVWLF�PRQHWDU\�SROLF\�FDQ�EH�FRQGXFWHG���,QGHHG��DV�,�ZLOO�GLVFXVV�ODWHU��IRU�FRXQWULHV�WKDW�DUH�KLJKO\�RSHQ�WR�LQWHUQDWLRQDO�FDSLWDO�PRELOLW\�DQG�WUDGH��WKH�DGRSWLRQ�RI�D�SHJJHG�H[FKDQJH�UDWH�UHJLPH�LV�YLUWXDOO\�V\QRQ\PRXV�ZLWK�VXUUHQGHULQJ�HVVHQWLDOO\�DQ\�LQGHSHQGHQFH�LQ�WKH�FRQGXFW�RI�QDWLRQDO�PRQHWDU\�SROLF\��0RQHWDU\�SROLF\��KRZHYHU��LV�QRW�WKH�RQO\�IDFWRU�WKDW�UHODWHV�WR�H[FKDQJH�UDWH�UHJLPHV���$�FRXQWU\¶V�SROLF\�UHJLPH�ZLWK�UHVSHFW�WR�RSHQQHVV��LQWHUQDWLRQDO�FDSLWDO�PRYHPHQWV��WKH�LQYROYHPHQW�LQ�IRUHLJQ�ILQDQFLDO�LQVWLWXWLRQV�DQG�LWV�EDQNLQJ�V\VWHP��DQG�D�ZKROH�KRVW�RI�RWKHU�LVVXHV�DUH�DOVR�LQWLPDWHO\�WLHG�XS�ZLWK�WKH�QDWXUH�RI�LWV�H[FKDQJH�UDWH�UHJLPH���7KH�VDPH�LV�WUXH�IRU�LWV�LQWHUQDWLRQDO�WUDGLQJ�UHJLPH���:H�GRQ¶W�ZRUU\�WRR�PXFK�DERXW�WKH�H[FKDQJH�UDWH�UHJLPH�EHWZHHQ�0DUV�DQG�(DUWK�EHFDXVH�WKHUH�LV�QRW�D�JUHDW�GHDO�RI�WUDGH�RU�FDSLWDO�PRYHPHQW�EHWZHHQ�0DUV�DQG�(DUWK�DQG�DFFRUGLQJO\��WKH�H[FKDQJH�UDWH�UHJLPH�GRHV�QRW�UHDOO\�PDWWHU��+RZHYHU��ZKHQ�WKHUH�LV�D�VXEVWDQWLDO�DPRXQW�RI�WUDGH�EHWZHHQ�GLIIHUHQW�FRXQWULHV��VD\�DV�LQ�WKH�FDVH�EHWZHHQ�(J\SW�DQG�WKH�(XURSHDQ�8QLRQ��WKHQ�WKH�QDWXUH�RI�(J\SW¶V�H[FKDQJH�UDWH�UHJLPH�± ZKHWKHU�LW¶V�SHJJHG�WR�WKH�GROODU�RU�SHJJHG�WR�WKH�HXUR��RU�SHJJHG�WR�D�EDVNHW�FRQWDLQLQJ�WKH�HXUR�DQG�WKH�GROODU�± LV�DQ�LVVXH�WKDW�GRHV�PDWWHU��7KH�QDWXUH�RI�WKH�WUDGH�UHJLPH�DV�ZHOO�DV�WKDW�RI�WKH�ILQDQFLDO�PDUNHW�UHJLPH�DUH�LVVXHV�RI�LPSRUWDQFH�DQG�UHOHYDQFH�WR�H[FKDQJH�UDWHV��:LWK�WKDW�LQWURGXFWLRQ��OHW�XV�QRZ�GLVFXVV�H[FKDQJH�UDWH�UHJLPHV�IRU�WKH�LQGXVWULDO�FRXQWULHV���
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���([FKDQJH�5DWH�5HJLPHV�IRU�WKH�,QGXVWULDO�&RXQWULHV� �
/HW�PH�EHJLQ�ZLWK�D�ZRUG�RU�WZR�DERXW�KLVWRU\��$V�:RUOG�:DU�,,�ZDV�ZLQGLQJ�GRZQ��WKH�PDMRU�$OOLHG�SRZHUV�PHW�LQ�%UHWWRQ�:RRGV��1HZ�+DPSVKLUH�WR�DWWHPSW�WR�UHVWUXFWXUH�WKH�LQWHUQDWLRQDO�PRQHWDU\�UHJLPH�WKDW�ZRXOG�SUHYDLO�LQ�WKH�SRVW�ZDU�HUD���:KDW�WKH\�VWUXFWXUHG�ZDV�WKH�VR�FDOOHG�%UHWWRQ�:RRGV�V\VWHP��ZKLFK�HQYLVLRQHG�D�V\VWHP�RI�SHJJHG�EXW�DGMXVWDEOH�H[FKDQJH�UDWHV�DPRQJ�WKH�ZRUOG¶V�FXUUHQFLHV��ZLWK�WKH�86�GROODU�DV�WKH�FHQWHU�RI�WKDW�V\VWHP���(VVHQWLDOO\�HYHU\RQH�HOVH�LQ�WKH�ZRUOG�SHJJHG�WKHLU�H[FKDQJH�UDWHV�WR�WKH�86�GROODU��ZKLOH�WKH�86�GROODU�PDLQWDLQHG�D�SHJ�WR�JROG��7KDW�V\VWHP�RI�SHJJHG�EXW�DGMXVWDEOH�H[FKDQJH�UDWHV�EURNH�GRZQ�LQ�WKH�HDUO\�����V�DQG�LW�LV�LPSRUWDQW�WR�UHYLHZ�WKH�NH\�UHDVRQ�ZK\����(VVHQWLDOO\��WKH�%UHWWRQ�:RRGV�V\VWHP�IDLOHG�EHFDXVH�RI�WKH�GLYHUJHQFH�EHWZHHQ�WKH�PRQHWDU\�SROLF\�LQWHUHVWV�DQG�REMHFWLYHV�RI�WKH�8QLWHG�6WDWHV�DQG�WKRVH�RI�(XURSH�DQG�-DSDQ���,Q�WKH�����V�DQG�HDUO\�����V�WKH�86�)HGHUDO�5HVHUYH�ZDV�UXQQLQJ�D�PRUH�H[SDQVLRQDU\�PRQHWDU\�SROLF\�WKDQ�ZDV�FRPIRUWDEOH�IRU�(XURSH�DQG�-DSDQ���7KDW�OHG�WR�ODUJH�VFDOH�FDSLWDO�RXWIORZV�DQG�WR�JUHDWHU�LQIODWLRQDU\�SUHVVXUHV�WKDQ�WKH�(XURSHDQV�IHOW�ZDV�GHVLUDEOH���7KH�LQFDSDFLW\�RI�UDWLRQDOL]LQJ�WKLV�GLIIHUHQFH��HLWKHU�E\�KDYLQJ�WKH�(XURSHDQV�VXUUHQGHU�PRQHWDU\�LQGHSHQGHQFH�WR�WKH�8QLWHG�6WDWHV�DQG�DFFHSW�WKH�GHJUHH�RI�LQIODWLRQ�FUHDWHG�E\�WKH�8QLWHG�6WDWHV��RU�KDYLQJ�WKH�8QLWHG�6WDWHV�DFFHSW�WKH�GLVFLSOLQH�ZKLFK�(XURSH�ZLVKHG�WR�KDYH�LPSRVHG�RQ�WKH�8QLWHG�6WDWHV�WR�KDYH�D�VRPHZKDW�WLJKWHU�PRQHWDU\�SROLF\�PDGH�WKH�SHJJHG�UDWH�V\VWHP�HVWDEOLVKHG�XQGHU�%UHWWRQ�:RRGV�QR�ORQJHU�YLDEOH���6LQFH�WKDW�WLPH��ZH�KDYH�KDG�IORDWLQJ�H[FKDQJH�UDWHV�DPRQJ�WKH�ZRUOG¶V�PDMRU�FXUUHQFLHV�� PRVW�LPSRUWDQWO\��WKH�86�GROODU��WKH�'HXWVFKH�PDUN��DQG�WKH�-DSDQHVH�\HQ���,�ZDQW�WR�KLJKOLJKW�WKH�IDFW�WKDW�WKLV�UHVXOWLQJ�IORDWLQJ�H[FKDQJH�UDWH�V\VWHP�DPRQJ�WKH�PDMRU�FXUUHQFLHV�PDGH�LW�SRVVLEOH�IRU�GLIIHUHQW�NH\�QDWLRQDO�PRQHWDU\�DXWKRULWLHV�WR�SXUVXH�LQGHSHQGHQW�PRQHWDU\�SROLFLHV���$EVHQW�D�FRPPLWPHQW�WR�SHJ�WKH�H[FKDQJH�UDWH��WKH�)HGHUDO�5HVHUYH�SXUVXHG�LWV�PRQHWDU\�SROLF\���$W�SUHVHQW��WKH�8QLWHG�6WDWHV¶�HFRQRP\�LV�SHUIRUPLQJ�YHU\�VWURQJO\�DQG�WKH�)HGHUDO�5HVHUYH�KDV�PRYHG�SURJUHVVLYHO\�RYHU�WKH�ODVW�QLQH�PRQWKV�WR�WLJKWHQ�86�PRQHWDU\�SROLF\���2QH�RI�WKH�FRQVHTXHQFHV�RI�WKH�PRQHWDU\�SROLF\�WLJKWHQLQJ�LQ�WKH�8QLWHG�6WDWHV�KDV�EHHQ�D�VWURQJ�DSSUHFLDWLRQ�RI�WKH�86�GROODU�WR�DQ�H[FKDQJH�UDWH�ZKHUH�WKH�HXUR�LV�QRZ�ZRUWK�RQO\������
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YHUVXV�WKH�GROODU���'XULQJ�WKDW�VDPH�SHULRG�RI�WLPH��SDUWLFXODUO\�ODVW�\HDU��HFRQRPLF�JURZWK�LQ�WKH�(XUR�DUHD�ZDV�FRPSDUDWLYHO\�ZHDN��7KH�(XURSHDQ�&HQWUDO�%DQN��SXUVXLQJ�LWV�LQGHSHQGHQW�PRQHWDU\�SROLF\��HDVHG�PRQHWDU\�FRQGLWLRQV�LQ�(XURSH�± D�IDFWRU�WKDW�FRQWULEXWHG�WR�WKH�GHSUHFLDWLRQ�RI�WKH�HXUR�YLV�j�YLV�WKH�86�GROODU��$JDLQ��EHFDXVH�WKH�H[FKDQJH�UDWH�LV�IORDWLQJ�IRU�WKH�HXUR�DQG�WKH�GROODU��ERWK�FRXQWULHV¶�FDSDFLW\�WR�DFFRPPRGDWH�WR�GLIIHUHQW�HFRQRPLF�FRQGLWLRQV�KDV�EHHQ�FRQVLVWHQW�ZLWK�DQ�H[FKDQJH�UDWH�UHJLPH�LQ�ZKLFK�WKH�H[FKDQJH�UDWH�IORDWV���,Q�FRQWUDVW��LI�WKH�H[FKDQJH�UDWH�ZHUH�SHJJHG�EHWZHHQ�WKH�HXUR�DQG�WKH�GROODU��WKHQ�WKHUH�ZRXOG�KDYH�EHHQ�DQ�LPSRUWDQW�FRQIOLFW�EHWZHHQ�PRQHWDU\�SROLF\�LQ�(XURSH�DQG�LQ�WKH�8QLWHG�6WDWHV���(LWKHU�WKH�86�ZRXOG�KDYH�QHHGHG�WR�WLJKWHQ�OHVV�WR�DFFRPPRGDWH�WR�WKH�VOXJJLVK�JURZWK�LQ�(XURSH��RU�WKH�(XURSHDQV�ZRXOG�KDYH�QHHGHG�WR�KDYH�D�PXFK�WLJKWHU�PRQHWDU\�SROLF\�WR�DFFRPPRGDWH�WR�WKH�ULVH�RI�LQIODWLRQDU\�SUHVVXUHV�LQ�WKH�8QLWHG�6WDWHV���7KH�H[LVWHQFH�RI�D�IORDWLQJ�H[FKDQJH�UDWH�EHWZHHQ�WKH�PDMRU�FXUUHQFLHV�PHDQV�WKDW�PRQHWDU\�SROLFLHV�LQ�WKH�GLIIHUHQW�UHJLRQV�FDQ�SXUVXH�WKHLU�LQGHSHQGHQW�REMHFWLYHV�DQG�FDQ�WDNH�DFFRXQW�RI�LQGHSHQGHQFH�LQ�WKH�HFRQRPLF�GHYHORSPHQWV�LQ�WKRVH�UHJLRQV���7KLV�LV�WKH�NH\�UHDVRQ�ZK\�ZH�KDYH�KDG�DQG�FRQWLQXH�WR�KDYH�IORDWLQJ�H[FKDQJH�UDWHV�EHWZHHQ�WKH�PDMRU�FXUUHQFLHV��+RZ�PXFK�KDYH�H[FKDQJH�UDWHV�IORDWHG"��:HOO��OHW�XV�HYDOXDWH�WKH�PRYHPHQW�RI�H[FKDQJH�UDWHV�DPRQJ�LQGXVWULDO�FRXQWULHV�EHJLQQLQJ�LQ������DQG�H[WHQGLQJ�WKURXJK�WKH�PLGGOH�RI�������VHH�&KDUW������/RRNLQJ�DW�WKH�FKDUWV�SURYLGHG��WKH�QRPLQDO�HIIHFWLYH�H[FKDQJH�UDWH�LV�D�ZHLJKWHG�DYHUDJH�RI�WKH�H[FKDQJH�UDWH�YHUVXV�RWKHU�FRXQWULHV���7KH�UHDO�HIIHFWLYH�H[FKDQJH�UDWH�WDNHV�LQWR�DFFRXQW�GLIIHUHQWLDOV�LQ�PRYHPHQWV�LQ�QDWLRQDO�SULFH�OHYHOV��DQG�WKH�ELODWHUDO�QRPLQDO�H[FKDQJH�UDWHV��LQ�WKLV�FDVH��DUH�PHDVXUHG�DJDLQVW�WKH�86�GROODU���7KHUHIRUH��LQ�WKH�FDVH�RI�WKH�86�GROODU��WKHUH�LV�QR�ELODWHUDO�H[FKDQJH�UDWH�± LW�LV�IL[HG�DW�XQLW\���)RU�WKH�RWKHUV��KRZHYHU��WKH�KHDY\�OLQH�VKRZV�WKH�IOXFWXDWLRQ�DJDLQVW�WKH�86�GROODU���7KH�FKDUWV�LOOXVWUDWH�WKH�H[FKDQJH�UDWH�EHWZHHQ�WKH�86�GROODU�DQG�WKH�RWKHU�PDMRU�FXUUHQFLHV��ZKLFK�DFWXDOO\�WHQG�WR�IOXFWXDWH�D�JRRG�GHDO����
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&KDUW����6HOHFWHG�,QGXVWULDO�(FRQRPLHV��%LODWHUDO�DQG�(IIHFWLYH�([FKDQJH�5DWHV�����������������,QGLFHV��DYHUDJH�RI������ ������
6RXUFHV� ,0)��,QWHUQDWLRQDO�)LQDQFLDO�6WDWLVWLFV��(IIHFWLYH�([FKDQJH�5DWHV�)DFLOLW\��WKH�:()$�*URXS�
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7R�XQGHUVWDQG�KRZ�PXFK�D�JRRG�GHDO�LV��OHW�XV�WXUQ�RXU�DWWHQWLRQ�WR�WKH�VXSSOHPHQWDU\�WDEOH��VHH�7DEOH������,Q�WKH�ILUVW�FROXPQ�ZH�FDOFXODWHG�WKH�DYHUDJH�PRQWKO\�YDULDELOLW\�RI�WKH�H[FKDQJH�UDWH�EHWZHHQ�WKH�YDULRXV�FXUUHQFLHV�OLVWHG�KHUH�DQG�WKH�86�GROODU���6WDWLVWLFDOO\��LW�LV�WKH�VWDQGDUG�GHYLDWLRQ�RI�WKH�ORJDULWKPLF�FKDQJH�LQ�WKH�H[FKDQJH�UDWH�IURP�RQH�PRQWK�WR�WKH�QH[W���7KLV�GDWD�LV�EDVHG�RQ�PRQWKO\�DYHUDJH�GDWD��ZKLFK�LV�QRW�QHFHVVDULO\�LGHDO�IRU�DOO�VWDWLVWLFDO�SXUSRVHV��EXW�ZH�FKRVH�LW�EHFDXVH�SULFH�OHYHOV�DUH�QRW�PHDVXUHG�RQ�DQ�HQG�RI�WKH�PRQWK�EDVLV��EXW�UHDOO\�RQ�D�PRQWKO\�DYHUDJH�EDVLV���:KDW�LV�LQWHUHVWLQJ�LQ�WKLV�WDEOH�LV�WKDW�WKH�(XURSHDQ�FXUUHQFLHV�± WKH�%HOJLDQ�IUDQF��WKH�)UHQFK�IUDQF��WKH�'HXWVFKH�PDUN��WKH�,WDOLDQ�OLUD�± DOO�KDYH�D�VWDQGDUG�GHYLDWLRQ�RI�PRQWKO\�FKDQJHV�D�OLWWOH�ELW�XQGHU���SHUFHQW�SHU�PRQWK��RU�EHWZHHQ�����SHUFHQW�DQG���SHUFHQW�SHU�PRQWK���7KLV�UDWH�KROGV�WUXH�RQ�DYHUDJH�IRU�WKH�HQWLUH�SHULRG�RI�H[FKDQJH�UDWH�IORDWLQJ�VLQFH��������:KHWKHU�ZH�GLYLGH�WKH�SHULRG�LQWR�WZR�HTXDO�KDOYHV��WKLUGV��ZKLFK�LV�ZKDW�,�KDYH�VKRZQ�KHUH���RU�HTXDO�IRXUWKV��WKH�VWDQGDUG�GHYLDWLRQ�RU�DYHUDJH�SHUFHQWDJH�FKDQJH�WHQGV�WR�VWD\�MXVW�D�OLWWOH�ELW�XQGHU���SHUFHQW�SHU�PRQWK���7KXV��RQH�PRQWK�WR�WKH�QH[W��WKH�H[FKDQJH�UDWH�ERXQFHV�XS�DQG�GRZQ�PRUH�RU�OHVV�XQSUHGLFWDEO\�D�OLWWOH�ELW�OHVV�WKDQ���SHUFHQW���7KLV�KDV�EHHQ�WKH�FRQVWDQW�IHDWXUH�RI�H[FKDQJH�UDWHV�EHWZHHQ�WKH�86�GROODU�DQG�(XURSHDQ�FXUUHQFLHV��DQG�DOVR�EHWZHHQ�WKH�86�GROODU�DQG�WKH�-DSDQHVH�\HQ��WKURXJKRXW�WKH�HQWLUH�SHULRG�RI�H[FKDQJH�UDWH�IORDWLQJ�����,W�LV�LPSRUWDQW�WKDW�ZH�KDYH�D�JHQHUDO�JUDVS�RI�WKH�HFRQRPLF�WUHQGV�GXULQJ�WKLV�WLPH�SHULRG���7KH�����V�ZHUH�D�SHULRG�RI�KLJK�LQIODWLRQ��WKH�����V�ZHUH�D�SHULRG�RI�IDOOLQJ�LQIODWLRQ��DQG�WKH�����V�ZHUH�D�SHULRG�RI�ORZ�DQG�YHU\�VWDEOH�LQIODWLRQ���7KH�YDULDELOLW\�RI�H[FKDQJH�UDWHV�KDV�EHHQ�HVVHQWLDOO\�WKH�VDPH�LQ�DOO�RI�WKRVH�WKUHH�GHFDGHV��QRWZLWKVWDQGLQJ�YHU\�GLIIHUHQW�H[SHULHQFHV�ZLWK�UHVSHFW�WR�LQIODWLRQ���6LPLODUO\��LQ�WKH�����V�ILVFDO�GHILFLWV�ZHQW�XS��SDUWLFXODUO\�LQ�WKH�8QLWHG�6WDWHV���7KH�ILVFDO�GHILFLW�ZDV�YHU\�ODUJH�LQ�WKH�����V��FDPH�GRZQ�LQ�WKH�����V��DQG�LV�QRZ�D�VXUSOXV���,Q�WKH�����V�DQG�����V��(XURSHDQ�PRQHWDU\�SROLF\�ODUJHO\�WDUJHWHG�PRQHWDU\�DJJUHJDWHV���1RZ�LW�WDUJHWV�LQIODWLRQ���,Q�WKH�����V��IRU�D�ZKLOH��86�PRQHWDU\�SROLF\�WDUJHWHG�QRQ�DJJUHJDWHV���6LQFH�WKHQ��LW�KDV�EHHQ�PRUH�HFOHFWLF���7KXV��GHVSLWH�DOO�WKH�GLIIHUHQFHV�WKDW�KDYH�H[LVWHG�LQ�WKH�EHKDYLRU�RI�WKH�HFRQRP\�± LQ�WHUPV�RI�LQIODWLRQ��UHDO�JURZWK��WKH�RULHQWDWLRQ�RI�PRQHWDU\�SROLF\��HWF��±�WKH�YDULDELOLW\�RI�H[FKDQJH�UDWHV�KDV�VWD\HG�ULJKW�DURXQG���SHUFHQW�SHU�PRQWK�RU�D�OLWWOH�ELW�OHVV�����
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7DEOH����6HOHFWHG�,QGXVWULDO�(FRQRPLHV��9RODWLOLW\�RI�0RQWKO\�%LODWHUDO�DQG��(IIHFWLYH�([FKDQJH�5DWHV����������������&XUUHQF\ %LODWHUDO�5DWH�YHUVXV�8�6��GROODU (IIHFWLYH�([FKDQJH�5DWH1RPLQDO 5HDO 1RPLQDO 5HDO$XVWUDOLDQ�GROODU:KROH�6DPSOH ��� ��� ��� ���)LUVW�7KLUG ��� ��� ��� ���6HFRQG�7KLUG ��� ��� ��� ���7KLUG�7KLUG ��� ��� ��� ���%HOJLDQ�IUDQF:KROH�6DPSOH ��� ��� ��� ���)LUVW�7KLUG ��� ��� ��� ���6HFRQG�7KLUG ��� ��� ��� ���7KLUG�7KLUG ��� ��� ��� ���&DQDGLDQ�GROODU:KROH�6DPSOH ��� ��� ��� ���)LUVW�7KLUG ��� ��� ��� ���6HFRQG�7KLUG ��� ��� ��� ���7KLUG�7KLUG ��� ��� ��� ���)LQQLVK�PDUNNDD:KROH�6DPSOH ��� ��� ��� ���)LUVW�7KLUG ��� ��� ��� ���6HFRQG�7KLUG ��� ��� ��� ���7KLUG�7KLUG ��� ��� ��� ���)UHQFK�IUDQF:KROH�6DPSOH ��� ��� ��� ���)LUVW�7KLUG ��� ��� ��� ���6HFRQG�7KLUG ��� ��� ��� ���7KLUG�7KLUG ��� ��� ��� ���'HXWVFKH�PDUN:KROH�6DPSOH ��� ��� ��� ���)LUVW�7KLUG ��� ��� ��� ���6HFRQG�7KLUG ��� ��� ��� ���7KLUG�7KLUG ��� ��� ��� ���,WDOLDQ�OLUD:KROH�6DPSOH ��� ��� ��� ���)LUVW�7KLUG ��� ��� ��� ���6HFRQG�7KLUG ��� ��� ��� ���7KLUG�7KLUG ��� ��� ��� ���-DSDQHVH�<HQ:KROH�6DPSOH ��� ��� ��� ���)LUVW�7KLUG ��� ��� ��� ���6HFRQG�7KLUG ��� ��� ��� ���7KLUG�7KLUG ��� ��� ��� ���'XWFK�JXLOGHU:KROH�6DPSOH ��� ��� ��� ���)LUVW�7KLUG ��� ��� ��� ���6HFRQG�7KLUG ��� ��� ��� ���7KLUG�7KLUG ��� ��� ��� ���
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7DEOH����FRQWLQXHG��&XUUHQF\ %LODWHUDO�5DWH�YHUVXV�8�6��GROODU (IIHFWLYH�([FKDQJH�5DWH1RPLQDO 5HDO 1RPLQDO 5HDO6ZHGLVK�NURQRU:KROH�6DPSOH ��� ��� ��� ���)LUVW�7KLUG ��� ��� ��� ���6HFRQG�7KLUG ��� ��� ��� ���7KLUG�7KLUG ��� ��� ��� ���6ZLVV�IUDQF:KROH�6DPSOH ��� ��� ��� ���)LUVW�7KLUG ��� ��� ��� ���6HFRQG�7KLUG ��� ��� ��� ���7KLUG�7KLUG ��� ��� ��� ���%ULWLVK�3RXQG:KROH�6DPSOH ��� ��� ��� ���)LUVW�7KLUG ��� ��� ��� ���6HFRQG�7KLUG ��� ��� ��� ���7KLUG�7KLUG ��� ��� ��� ���8�6��GROODU:KROH�6DPSOH « « ��� ���)LUVW�7KLUG « « ��� ���6HFRQG�7KLUG « « ��� ���7KLUG�7KLUG « « ��� ���6\QWKHWLF�HXUR:KROH�6DPSOH ��� ��� ��� ���)LUVW�7KLUG ��� ��� ��� ���6HFRQG�7KLUG ��� ��� ��� ���7KLUG�7KLUG ��� ��� ��� ���6RXUFH��,0)��,QWHUQDWLRQDO�)LQDQFLDO�6WDWLVWLFV��,QIRUPDWLRQ�1RWLFH�6\VWHP��:()$���([FKDQJH�UDWHV�EHWZHHQ�WKH�86�GROODU�DQG�(XURSHDQ�FXUUHQFLHV�YDU\�XQGHU�D�IORDWLQJ�H[FKDQJH�UDWH�UHJLPH���7KH�HXUR�ZDV�FUHDWHG�D�OLWWOH�ELW�PRUH�WKDQ�D�\HDU�DJR��DQG�ZKDW�LV�WKH�VWDQGDUG�GHYLDWLRQ�RI�WKH�PRQWKO\�FKDQJH�RI�H[FKDQJH�UDWH�EHWZHHQ�WKH�HXUR�DQG�WKH�86�GROODU�RYHU�WKH�SDVW����PRQWKV"��$�OLWWOH�ELW�OHVV�WKDQ���SHUFHQW�SHU�PRQWK���7DEOH������,Q�WKH�FDVH�RI�WKH�&DQDGLDQ�GROODU�YHUVXV�WKH�86�GROODU��KRZHYHU��WKH�PRQWKO\�YDULDELOLW\�LQ�WKH�H[FKDQJH�UDWH�KDV�FRQVLVWHQWO\�EHHQ�EDVHG�RQ�WUDGH�ZLWK�WKH�86���)RU�ERWK�SROLF\�UHDVRQV�DQG�HFRQRPLF�UHDVRQV��ODUJH�IOXFWXDWLRQV�EHWZHHQ�WKH�&DQDGLDQ�GROODU�DQG�WKH�86�GROODU�DUH�LQFRQYHQLHQW���$�QDWXUDO�IXQFWLRQLQJ�RI�WKH�HFRQRPLF�V\VWHP�WHQGV�WR�NHHS�WKH�GHJUHH�RI�WKH�IOXFWXDWLRQ�RI�WKH�&DQDGLDQ�GROODU�DQG�WKH�86�GROODU�UHODWLYHO\�OLPLWHG���,Q�FRQWUDVW��WUDGH�EHWZHHQ�(XURSH�DQG�WKH�8QLWHG�6WDWHV�LV�QRW�D�ODUJH�IXQFWLRQ�RI�HLWKHU�(XURSHDQ�*'3�RU�$PHULFDQ�*'3���7UDGH�EHWZHHQ�-DSDQ�DQG�WKH�8QLWHG�6WDWHV�LV�QRW�D�ODUJH�IXQFWLRQ�RI�HLWKHU�-DSDQHVH�*'3�RU�86�



(&(6�'/6����0RXVVD�-XQH�����

��

*'3���7KXV��WKH�H[FKDQJH�UDWH�IOXFWXDWLRQV�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�-DSDQ�RU�WKH�8QLWHG�6WDWHV�DQG�(XURSH�DUH�QRW�DV�OLPLWHG�DV�WKRVH�EHWZHHQ�WKH�86�DQG�&DQDGD����,I�ZH�ORRN�ZLWKLQ�(XURSH��ZH�REVHUYH��DV�ZH�GR�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�&DQDGD��DORZ�GHJUHH�RI�IOXFWXDWLRQ�RI�H[FKDQJH�UDWHV���3DUW�RI�WKH�UHDVRQ�IRU�WKDW�LV��RI�FRXUVH��WKH�YDULRXV�SROLF\�HIIRUWV�LQ�(XURSH�± VWDUWLQJ�ILUVW�ZLWK�WKH�(XURSHDQ�VQDNH��WKHQ�ZLWK�WKH�(XURSHDQ�0RQHWDU\�6\VWHP��DQG�QRZ�ILQDOO\�ZLWK�WKH�HXUR�± WR�OLPLW�H[FKDQJH�UDWH�IOXFWXDWLRQV�DPRQJ�WKH�FRXQWULHV�SDUWLFLSDWLQJ�DQG�WKRVH�PHFKDQLVPV����,I�ZH�ORRN�DW�6ZLW]HUODQG��ZKLFK�PDLQWDLQHG�D�IORDWLQJ�H[FKDQJH�UDWH�YLV�j�YLV�WKH�'HXWVFK�PDUN���ZH�REVHUYH�WKDW�WKH�YDULDELOLW\�RI�WKH�6ZLVV�IUDQF¶V�H[FKDQJH�UDWH�YLV�j�YLV�WKH�'HXWVFKH�PDUN�LV�YHU\�OLPLWHG�IRU�HVVHQWLDOO\�WKH�VDPH�UHDVRQ�WKDW�WKH�YDULDELOLW\�RI�WKH�&DQDGLDQ�H[FKDQJH�UDWH�YHUVXV�WKH�86�GROODU�LV�YHU\�OLPLWHG���0RVW�RI�6ZLW]HUODQG¶V�WUDGH�DQG�D�VXEVWDQWLDO�IUDFWLRQ�RI�LWV�*'3�LV�LQYROYHG�LQ�WUDGH�ZLWK�WKH�FRXQWULHV�RI�WKH�(XURSHDQ�8QLRQ���)RU�WKDW�UHDVRQ��WKH�GHJUHH�RI�H[FKDQJH�UDWH�IOXFWXDWLRQ�EHWZHHQ�WKH�6ZLVV�IUDQF�DQG�WKH�FXUUHQFLHV�RI�WKH�(8�LV�QDWXUDOO\�TXLWH�OLPLWHG���7KH�GHJUHH�RI�IOXFWXDWLRQ�RI�WKH�6ZLVV�H[FKDQJH�UDWH�ZLWK�WKH�86�GROODU��KRZHYHU��LV�ULJKW�DURXQG���SHUFHQW�SHU�PRQWK�± WKH�VDPH�DV�LV�WUXH�IRU�WKH�YDULDELOLW\�IRU�RWKHU�(XURSHDQ�FXUUHQFLHV�YHUVXV�WKH�86�GROODU���7KXV��LW�LV�QRW�ZKHWKHU�6ZLW]HUODQG�LV�SHJJHG�WR�WKH�'HXWVFKH�PDUN�WKDW�GHWHUPLQHV�LWV�YDULDELOLW\�DJDLQVW�WKH�86�GROODU���,W�LV�GHWHUPLQHG�E\�WKH�IDFW�WKDW�6ZLW]HUODQG�GRHV�QRW�KDYH�SDUWLFXODUO\�WLJKW�HFRQRPLF�OLQNDJHV�WR�WKH�8QLWHG�6WDWHV���,W�GRHV�KDYH�TXLWH�WLJKW�HFRQRPLF�OLQNDJHV�WR�PRVW�RI�(XURSH��VR�LWV�H[FKDQJH�UDWH�YDULDELOLW\�YLV�j�YLV�(XURSH�LV�FRPSDUDWLYHO\�ORZ��ZKLOH�LWV�H[FKDQJH�UDWH�YLV�j�YLV�WKH�8QLWHG�6WDWHV�LV�FRPSDUDWLYHO\�KLJK���7KLV�LV�WUXH�QRW�RQO\�LQ�RQH�VXE�SHULRG��EXW�WKURXJKRXW�WKH�HQWLUH�H[SHULHQFH�ZLWK�IORDWLQJ��:KDW�HFRQRPLF�FRQFOXVLRQV�FDQ�ZH�GHULYH�IURP�WKHVH�IDFWV"��:HOO��RQH�LV�WKDW�VR�ORQJ�DV�H[FKDQJH�UDWHV�FRQWLQXH�WR�IORDW�EHWZHHQ�WKH�86�GROODU�DQG�WKH�HXUR��ZH�DUH�JRLQJ�WR�FRQWLQXH�WR�VHH�VLJQLILFDQW�H[FKDQJH�UDWH�YDULDELOLW\�RQ�D�VKRUWHU�WHUP��PHGLXP�WHUP��DQG�ORQJHU�WHUP�EDVLV��SUREDEO\�RQ�WKH�RUGHU�RI�DERXW���SHUFHQW�SHU�PRQWK���7KDW�LV�WKH�RSHUDWLQJ�FKDUDFWHULVWLF�RI�WKH�V\VWHP���1RZ��IRU�D�FRXQWU\�OLNH�(J\SW�WKDW�KDV�LPSRUWDQW�WUDGH�OLQNDJHV�ERWK�ZLWK�WKH�(XURSHDQ�8QLRQ�DQG�WKH�8QLWHG�6WDWHV��WKDW�LV�D�IDFW�\RX�DUH�MXVW�JRLQJ�WR�QHHG�WR�OLYH�ZLWK���7KH�GHJUHH�RI�IOXFWXDWLRQ�WKDW�ZH�KDYH�VHHQ�EHWZHHQ�WKH�GROODU�DQG�WKH�HXUR�RYHU�WKH�FRXUVH�RI�WKH�SDVW����
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PRQWKV��DQG�EHIRUH�WKDW��WKH�IOXFWXDWLRQ�EHWZHHQ�WKH�GROODU�DQG�WKH�(XURSHDQ�FXUUHQFLHV��LV�VRPHWKLQJ�YHU\�OLNHO\�WR�FRQWLQXH�IRU�WKH�IRUHVHHDEOH�IXWXUH���7KLV�IDFWRU�QHHGV�WR�EH�WDNHQ�LQWR�DFFRXQW�ZKHQ�WKLQNLQJ�DERXW�WKH�H[FKDQJH�UDWH�SROLFLHV�IRU�(J\SW�DQG�RWKHU�FRXQWULHV��2QH�IXUWKHU�IDFW�JDLQHG�IURP�WKH�H[SHULHQFH�RI�LQGXVWULDO�FRXQWULHV�LV�ZRUWK�WDNLQJ�QRWH�RI���,�PHQWLRQHG�WKDW�LQ�(XURSH�WKHUH�KDG�EHHQ�D�YDULHW\�RI�HIIRUWV�EHJLQQLQJ�ZLWK�WKH�VR�FDOOHG�(XURSHDQ�VQDNH��H[WHQGLQJ�ZLWK�WKH�FUHDWLRQ�RI�WKH�(XURSHDQ�0RQHWDU\�6\VWHP�LQ�0DUFK�RI�������FRQWLQXLQJ�ZLWK�WKH�DJUHHPHQW�RQ�WKH�0DDVWULFKW�7UHDW\�LQ�ODWH�������DQG�FXOPLQDWLQJ�ZLWK�WKH�IRUPDWLRQ�RI�WKH�(XUR�DUHD�LQ�-DQXDU\�RI��������7KHVH�HIIRUWV�ZHUH�DOO�PDGH�LQ�DQ�DWWHPSW�WR�OLPLW�H[FKDQJH�IOXFWXDWLRQV�ZLWKLQ�WKH�(XURSHDQ�HFRQRPLF�VSDFH���7KRVH�HIIRUWV�UDQ�LQWR�PDMRU�GLIILFXOW\�ZLWK�WKH�(06�FULVLV�RI�������������(DUOLHU��WKH�V\VWHP�KDG�IXQFWLRQHG�ZLWK�RFFDVLRQDO�DGMXVWPHQWV�RI�WKH�H[FKDQJH�UDWH�XQGHU�WKH�(XURSHDQ�0RQHWDU\�6\VWHP�ZLWKRXW�DQ�DWPRVSKHUH�RI�FULVLV���+RZHYHU��LQ�����������LW�ZDV�QR�ORQJHU�SRVVLEOH�WR�PDNH�PLQRU�DGMXVWPHQW�RI�WKH�H[FKDQJH�UDWH�LQ�DQ�DGMXVWDEOH�SHJ�V\VWHP�ZLWKRXW�JHQHUDWLQJ�ODUJH�FDSLWDO�IORZV�DQG�D�VHQVH�RI�HFRQRPLF�FULVLV����:K\�ZDV�WKDW"��2QH�LPSRUWDQW�UHDVRQ�LV�WKDW�RYHU�WLPH��(XURSH�PRYHG�IURP�D�VLWXDWLRQ�ZKHUH�FDSLWDO�PRELOLW\�DPRQJ�(XURSHDQ�FRXQWULHV�ZDV�TXLWH�OLPLWHG��GXULQJ�WKH�HDUO\�VWDJH�RI�WKH�SRVW�ZDU�SHULRG��WR�D�V\VWHP�LQ�ZKLFK�LW�WRRN�SODFH�HVVHQWLDOO\�ZLWKRXW�DQ\�UHVWUDLQW���7KDW�PRYHPHQW�IURP�D�V\VWHP�RI�FRQWUROOHG�LQWHUQDWLRQDO�FDSLWDO�PRYHPHQW�WR�D�V\VWHP�RI�YHU\�RSHQ�DQG�OLEHUDO�LQWHUQDWLRQDO�FDSLWDO�PRYHPHQWV�PDGH�LW�LQFUHDVLQJO\�GLIILFXOW�WR�PDLQWDLQ�D�V\VWHP�RI�DGMXVWDEOH�SHJJHG�H[FKDQJH�UDWHV�ZLWKLQ�WKH�(XURSHDQ�HFRQRPLF�VSDFH���8QGHU�D�V\VWHP�RI�YHU\�OLEHUDO�FDSLWDO�PRYHPHQW��DV�VRRQ�DV�ILQDQFLDO�PDUNHWV�EHJLQ�WR�EHOLHYH�WKDW�WKH�H[FKDQJH�UDWH�SHJ�LV�QR�ORQJHU�VXVWDLQDEOH��YHU\�ODUJH�IORZV�RI�FDSLWDO�EXLOG�XS�DJDLQVW�WKH�H[FKDQJH�UDWH�DQG�IRUFH�DQ�DGMXVWPHQW���7KXV��RQH�FRQFOXVLRQ�WKDW�FDQ�EH�GUDZQ�IURP�WKH�H[SHULHQFH�LQ�(XURSH�LV�WKDW�PDLQWDLQLQJ�DQ�DGMXVWDEOH�SHJ�H[FKDQJH�UDWH�UHJLPH�LQ�DQ\�FRXQWU\�ZLWK�D�YHU\�KLJK�GHJUHH�RI�RSHQQHVV�WR�PRGHUQ�DJLOH�LQWHUQDWLRQDO�FDSLWDO�PDUNHWV�LV�H[WUHPHO\�GLIILFXOW��/HW�PH�PHQWLRQ�RQH�ILQDO�SRLQW�DERXW�WKH�H[SHULHQFH�RI�WKH�LQGXVWULDO�FRXQWULHV�WKDW�LV�GLUHFWO\�UHOHYDQW�WR�D�SRLQW�,�ZLOO�UDLVH���:KDW�GR�ZH�PHDQ�E\�IORDWLQJ�H[FKDQJH�UDWH"��7KH�8QLWHG�6WDWHV�KDV�D�IORDWLQJ�H[FKDQJH�UDWH�LQ�DOPRVW�WKH�XOWLPDWH�VHQVH���7KH�H[FKDQJH�UDWH��ZKLOH�QRW�D�



(&(6�'/6����0RXVVD�-XQH�����

��

FRPSOHWHO\�LUUHOHYDQW�FRQFHUQ�RI�HFRQRPLF�SROLF\��LV�DOPRVW�QHYHU�D�FULWLFDO�IDFWRU�LQIOXHQFLQJ�GHFLVLRQV�DERXW�HFRQRPLF�SROLF\��HVSHFLDOO\�PRQHWDU\�SROLF\���:KHQ�WKH�)HGHUDO�5HVHUYH�PHHWV�HYHU\�VL[�ZHHNV�WR�GHFLGH�ZKHWKHU�WR�PDLQWDLQ��UDLVH��RU�ORZHU�WKH�IHGHUDO�IXQGV�UDWH��ZKLFK�LV�WKHLU�SULQFLSDO�PRQHWDU\�LQVWUXPHQW��WKH�H[FKDQJH�UDWH�RI�WKH�GROODU�KDV�UDUHO\��SHUKDSV�WKUHH�WLPHV�LQ�WKH�ODVW����\HDUV��KDG�D�VLJQLILFDQW�LQIOXHQFH�RQ�WKHLU�GHFLVLRQ���7KH�)HGHUDO�5HVHUYH�HVVHQWLDOO\�FRQGXFWV�PRQHWDU\�SROLF\�ZLWK�EHQLJQ�QHJOHFW�WRZDUG�WKH�H[FKDQJH�UDWH���7KDW�GRHV�QRW�PHDQ��KRZHYHU��WKDW�WKH�H[FKDQJH�UDWH�H[HUWV�QR�ORQJHU�WHUP�LQIOXHQFH��7KH�IDFW�WKDW�WKH�GROODU�KDV�EHHQ�YHU\�VWURQJ�LQ�IRUHLJQ�H[FKDQJH�PDUNHWV�KDV�KHOSHG�WR�NHHS�86�LQIODWLRQ�UHODWLYHO\�ORZ�RYHU�WKH�SDVW�WZR�WR�WKUHH�\HDUV��ZKLFK�KDV�LQIOXHQFHG�86�PRQHWDU\�SROLF\�RYHU�WKH�FRXUVH�RI�WLPH���%XW�LQ�WHUPV�RI�DQ\�LPPHGLDWH�GHFLVLRQV��WKH�H[FKDQJH�UDWH�YHU\�UDUHO\�KDV�DQ\�VXEVWDQWLDO�LQIOXHQFH����7KLV�LV�QRW�WUXH�RI�YLUWXDOO\�DQ\�RWKHU�FRXQWU\�WKDW�KDV�D�IORDWLQJ�H[FKDQJH�UDWH���(YHQ�WKH�%XQGHV�EDQN��ZKHQ�LW�ZDV�RSHUDWLQJ�*HUPDQ�PRQHWDU\�SROLF\��SDLG�PHDQLQJIXOO\�PRUH�DWWHQWLRQ�WR�WKH�H[FKDQJH�UDWH�RI�WKH�'HXWVFKH�PDUN�LQ�GHFLGLQJ�RQ�LWV�DGMXVWPHQWV�RI�VKRUW�WHUP�LQWHUHVW�UDWHV�WKDQ�GLG�WKH�)HGHUDO�5HVHUYH���/LNHZLVH��WKH�DXWKRULWLHV�LQ�-DSDQ�LQWHUYHQH�YHU\�DFWLYHO\�LQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW�WR�UHVLVW�ZKDW�WKH\�UHJDUG�DV�XQZDUUDQWHG�DQG�XQGHVLUDEOH�DSSUHFLDWLRQ�RI�WKH�\HQ��,I�LW�ZHUH�QRW�IRU�WKH�IDFW�WKDW�WKH\�KDYH�DOUHDG\�SXVKHG�LQWHUHVW�UDWHV�GRZQ�WR�]HUR�DQG�FDQQRW�SXVK�WKHP�DQ\�ORZHU��WKH\�ZRXOG�EH�DGMXVWLQJ�LQWHUHVW�UDWHV�LQ�DQ�HIIRUW�WR�LQIOXHQFH�WKH�H[FKDQJH�UDWH�DV�ZHOO���:KHQ�WKH�6ZLVV�1DWLRQDO�%DQN�WKLQNV�DERXW�6ZLVV�PRQHWDU\�SROLF\��WKH\�SD\�YHU\�FORVH�DWWHQWLRQ�WR�ZKDW�LV�KDSSHQLQJ�WR�WKH�H[FKDQJH�UDWH��6LPLODUO\��ZKLOH�&DQDGD�GRHV�QRW�DWWHPSW�WR�SHJ�WKH�FXUUHQF\��WKH�EHKDYLRU�RI�WKH�H[FKDQJH�UDWH�FHUWDLQO\�LV�DQ�LPSRUWDQW�IDFWRU�LQIOXHQFLQJ�PRQHWDU\�SROLF\���,W�LV�LPSRUWDQW��WKHUHIRUH��WKDW�ZKHQ�ZH�WKLQN�DERXW�D�IORDWLQJ�H[FKDQJH�UDWH��ZH�GR�QRW�WKLQN�ZH�DUH�LQ�WKH�8QLWHG�6WDWHV�DQG�WKHUHIRUH�WKDW�ZH�KDYH�WKH�OX[XU\�RI�WUHDWLQJ�WKH�H[FKDQJH�UDWH�ZLWK�EHQLJQ�QHJOHFW���)RU�PRVW�FRXQWULHV�ZLWK�D�IORDWLQJ�H[FKDQJH�UDWH�UHJLPH��WKH�H[FKDQJH�UDWH�FRQWLQXHV�WR�KDYH�D�VLJQLILFDQW�LQIOXHQFH�RQ�WKH�FRQGXFW�RI�QDWLRQDO�PRQHWDU\�SROLF\��:LWK�WKDW�REVHUYDWLRQ��OHW�XV�QRZ�GLVFXVV�WKH�VLWXDWLRQ�RI�H[FKDQJH�UDWH�UHJLPHV�IRU�GHYHORSLQJ�DQG�WUDQVLWLRQ�FRXQWULHV��LQFOXGLQJ�WKH�HPHUJLQJ�PDUNHWV��
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����([FKDQJH�5DWH�5HJLPHV� IRU�'HYHORSLQJ�DQG�7UDQVLWLRQDO�&RXQWULHV �
%HIRUH�ZH�EHJLQ��OHW�XV�FRQVLGHU�D�FRXSOH�RI�IDFWV��:H�VKRXOG�ILUVW�HVWDEOLVK�WKH�QXPEHU�RI�FRXQWULHV�ZH�DUH�WDONLQJ�DERXW���7KHUH�DUH�����PHPEHUV�RI�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG���7ZHQW\�VL[�RI�WKHP�DUH�FODVVLILHG�DV�DGYDQFHG�HFRQRPLHV��ZKLOH�WKH�UHVW�DUH�HPHUJLQJ�PDUNHWV�RU�GHYHORSLQJ�FRXQWULHV���:H�DUH�WKHUHIRUH�GLVFXVVLQJ�RYHU�����FRXQWULHV��7KHVH�FRXQWULHV�YDU\�HQRUPRXVO\�DFURVV�D�YDULHW\�RI�GLPHQVLRQV�DQG�FKDUDFWHULVWLFV��6RPH�RI�WKH�FRXQWULHV�FKDUDFWHUL]HG�DV�GHYHORSLQJ�FRXQWULHV�RU�HPHUJLQJ�PDUNHW�FRXQWULHV��WKRVH�DW�WKH�YHU\�WRS��KDYH�SHU�FDSLWD�LQFRPHV�WKDW�DUH�QRZ�DSSURDFKLQJ�WKRVH�RI�WKH�LQGXVWULDO�FRXQWULHV��6RPH�RI�WKHP��SDUWLFXODUO\�WKRVH�ZKR�KDYH�KLJK�SHU�FDSLWD�LQFRPH��KDYH�YHU\�VRSKLVWLFDWHG�HFRQRPLF�DQG�ILQDQFLDO�V\VWHPV�DQG�D�YHU\�KLJK�GHJUHH�RI�FRQWDFW�ZLWK�WKH�UHVW�RI�WKH�ZRUOG�HFRQRP\�WKURXJK�ERWK�WUDGH�DQG�FDSLWDO�PRYHPHQW���$W�WKH�RWKHU�H[WUHPH��ZH�KDYH�D�ODUJH�QXPEHU�RI�TXLWH�VPDOO�HFRQRPLHV��0DQ\�RI�WKHVH�FRXQWULHV�KDYH�VPDOO�SRSXODWLRQV��DOWKRXJK�VRPH�KDYH�ODUJHU�SRSXODWLRQV�WKDW�DUH�TXLWH�SRRU�DQG�DUH�QRW�YHU\�HFRQRPLFDOO\�RU�ILQDQFLDOO\�VRSKLVWLFDWHG��2I�FRXUVH��WKHUH�LV�DQ�HQRUPRXV�GHJUHH�RI�YDULDWLRQ�EHWZHHQ�WKH�YHU\�SRRU�VPDOO�FRXQWULHV�DQG�WKH�YHU\�KLJKO\�DGYDQFHG�GHYHORSLQJ�DQG�HPHUJLQJ�PDUNHW�FRXQWULHV���(J\SW�LV�LQ�WKH�PLGGOH�UDQJH�RI�GHYHORSLQJ�DQG�HPHUJLQJ�PDUNHW�FRXQWULHV��,W�LV�D�UHODWLYHO\�ODUJH�FRXQWU\�LQ�WHUPV�RI�SRSXODWLRQ�DQG�PRGHUDWHO\�ODUJH�LQ�WHUPV�RI�*'3��(J\SW¶V�GHJUHH�RI�FRQWDFW�ZLWK�LQWHUQDWLRQDO�FDSLWDO�PDUNHW�LV�VLJQLILFDQW��EXW�QRZKHUH�QHDU�WKDW�ZKLFK�ZRXOG�FKDUDFWHUL]H�DQ�HFRQRP\�OLNH�+RQJ�.RQJ�RU�6LQJDSRUH���:H�QHHG�WR�EH�DZDUH�RI�WKHVH�ZLGH�GLYHUJHQFHV�ZKHQ�WKLQNLQJ�DERXW�H[FKDQJH�UDWH�UHJLPHV�IRU�GHYHORSLQJ�DQG�HPHUJLQJ�PDUNHW�FRXQWULHV�EHFDXVH�WKH\�DUH�DV�LPSRUWDQW�IRU�WKH�LVVXH�RI�H[FKDQJH�UDWH�UHJLPHV�DV�WKH\�DUH�IRU�RWKHU�HFRQRPLF�SROLF\�LVVXHV��$QRWKHU�SRLQW�ZH�PXVW�FRQVLGHU�LV�WKDW�D�YHU\�ZLGH�YDULHW\�RI�H[FKDQJH�UDWH�UHJLPHV�KDYH�EHHQ�DGRSWHG�DQG�UHPDLQ�LQ�SODFH�IRU�GHYHORSLQJ�FRXQWULHV���$�IHZ�GHYHORSLQJ�FRXQWULHV�KDYH�HPSOR\HG�WKH�VR�FDOOHG�³GROODUL]DWLRQ´�V\VWHP��DGRSWLQJ�DQRWKHU�FRXQWU\¶V�FXUUHQF\�DV�WKHLU�QDWLRQDO�FXUUHQF\��([DPSOHV�RI�FRXQWULHV�ZKR�XVH�WKLV�V\VWHP�LQFOXGH�3DQDPD��ZKHUH�WKH�GROODU�ZDV�DGRSWHG�ORQJ�DJR��DQG�(FXDGRU��ZKR�LV�SUHVHQWO\�LQ�WKH�SURFHVV�RI�DGRSWLQJ�WKH�GROODU�DV�LWV�QDWLRQDO�FXUUHQF\��)XUWKHUPRUH��LQ�%RWVZDQD�DQG�1DPLELD��WKH�6RXWK�$IULFDQ�UDQG�RSHUDWHV�



(&(6�'/6����0RXVVD�-XQH�����

��

WRJHWKHU�ZLWK�WKH�GRPHVWLF�FRLQDJH�DV�QDWLRQDO�FXUUHQF\��2WKHU�FRXQWULHV�DGRSW�VR�FDOOHG�FXUUHQF\�ERDUGV��ZKLFK�PHDQV�WKH\�ULJLGO\�OLQN�WKHLU�GRPHVWLF�PRQHWDU\�SROLF\�WR�IRUHLJQ�H[FKDQJH�LQIORZV�DQG�RXWIORZV�DQG�WKHQ�SHJ�WKHLU�QDWLRQDO�FXUUHQF\�YHU\�WLJKWO\�WR�WKH�FXUUHQF\�RI�DQRWKHU�FRXQWU\��7KLV�LV�WUXH�IRU�$UJHQWLQD�DQG�%XOJDULD��0DQ\�RWKHU�FRXQWULHV�WKDW�GR�QRW�KDYH�FXUUHQF\�ERDUGV�PDLQWDLQ�TXLWH�ULJLGO\�SHJJHG�H[FKDQJH�UDWHV�WKDW�KDYH�SHUVLVWHG�RYHU�ORQJ�SHULRGV�RI�WLPH��2WKHU�FRXQWULHV�KDYH�DGMXVWDEOH�SHJV��ZKHUH�WKH�H[FKDQJH�UDWH�LV�SHJJHG�DW�D�SDUWLFXODU�OHYHO�IRU�D�ZKLOH�EXW�LV�VXEMHFW�WR�SHULRGLF�DGMXVWPHQWV���6RPH�FRXQWULHV�KDYH�FUDZOLQJ�SHJV�ZKHUH�SHJJHG�H[FKDQJH�UDWHV�DGMXVW�JUDGXDOO\�RYHU�WLPH��7XUNH\��IRU�H[DPSOH��KDV�PRYHG�IURP�D�V\VWHP�ZKHUH�LW�XVHG�WR�DOORZ�WKH�H[FKDQJH�UDWH�WR�IOXFWXDWH��SUHWW\�PXFK�FRQWLQXRXVO\�WRZDUGV�GHYDOXDWLRQ��WR�D�FUDZOLQJ�SHJ���,Q�IDFW��E\�UHGXFLQJ�WKH�UDWH�RI�FUDZO�WR�D�FRXSOH�RI�SHUFHQWDJH�SRLQWV�SHU�PRQWK��7XUNH\�ORZHUHG�LWV�LQIODWLRQ�UDWH�IURP�DURXQG�����SHUFHQW�IRU�WKH�ODVW���RU���\HDUV�WR�DURXQG����WR����SHUFHQW�WKLV�\HDU��DQG�KRSHIXOO\�HYHQ�ORZHU�LQ�WKH�IXWXUH��2WKHU�FRXQWULHV�GR�QRW�KDYH�FUDZOLQJ�SHJV��EXW�FUDZOLQJ�EDQGV�RU�DGMXVWDEOH�EDQGV���6RPH�GHYHORSLQJ�DQG�HPHUJLQJ�PDUNHW�FRXQWULHV�KDYH�YDULRXV�IRUPV�RI�PDQDJHG�IORDW��ZKLFK�DUH�GLIILFXOW�WR�GHVFULEH�LQ�JHQHUDO��EXW�LQYROYH�QR�IL[HG�FRPPLWPHQW�WR�PDLQWDLQLQJ�D�SDUWLFXODU�H[FKDQJH�UDWH�EXW�UDWKHU�DOORZ�WKH�H[FKDQJH�UDWH�WR�DGMXVW��ZLWKLQ�OLPLWV��7KXV��WKHUH�DUH�REYLRXVO\�D�ZLGH�YDULHW\�RI�H[FKDQJH�UDWH�DUUDQJHPHQWV�IRU�GHYHORSLQJ�DQG�WUDQVLWLRQ�HFRQRPLHV���)RU�GHYHORSLQJ�DQG�HPHUJLQJ�PDUNHW�FRXQWULHV��KRZHYHU��WKHUH�KDV�EHHQ�D�JUDGXDO�PRYH�RYHU�WLPH�DZD\�IURP�SHJJHG�H[FKDQJH�UDWHV�DQG�WRZDUG�PRUH�IOH[LEOH�H[FKDQJH�UDWH�DUUDQJHPHQWV��$V�\RX�FDQ�VHH��LQ������EDUHO\����SHUFHQW�RI�FRXQWULHV�UHSRUWHG�WKDW�WKH\�KDG�IOH[LEOH�H[FKDQJH�UDWH�DUUDQJHPHQWV��EXW�DV�RI������QHDUO\����SHUFHQW�RI�GHYHORSLQJ�FRXQWULHV�FODLPHG�WR�KDYH�VRPH�IRUP�RI�IOH[LEOH�H[FKDQJH�UDWH��6HH�&KDUW������.HHS�LQ�PLQG��KRZHYHU��WKDW�WKLV�FKDQJH�LV�FHUWDLQO\�OHVV�GUDPDWLF�WKDQ�LV�UHSRUWHG�KHUH�EHFDXVH�FRXQWULHV�RIWHQ�VD\�WKHLU�H[FKDQJH�UDWH�UHJLPH�LV�VRPHWKLQJ�GLIIHUHQW�IURP�ZKDW�LW�DFWXDOO\�LV���,I�\RX�DUH�GRLQJ�HPSLULFDO�ZRUN��LW�LV�D�VRXUFH�RI�JUHDW�LUULWDWLRQ�ZKHQ�FRXQWULHV�VD\�WKH\�KDYH�D�IOH[LEOH�H[FKDQJH�UDWH�DQG�QHYHUWKHOHVV�KDYH�DQ�H[FKDQJH�UDWH�SHJJHG��&KLQD��IRU�H[DPSOH��GHVFULEHG�LWV�H[FKDQJH�UDWH�UHJLPH�DV�D�IOH[LEOH�H[FKDQJH�UDWH�UHJLPH��\HW��WKH�H[FKDQJH�UDWH�RI�WKH�UHQPLPEL�YHUVXV�WKH�GROODU�KDV�ZKDW�
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KDV�EHHQ�GHVFULEHG�DV�WKH�FDUGLRJUDP�RI�D�URFN���6R��ZKLOH�WKHUH�KDV�EHHQ�D�PRYH�WRZDUGV�JUHDWHU�H[FKDQJH�UDWH�IOH[LELOLW\�RQ�WKH�SDUW�RI�GHYHORSLQJ�FRXQWULHV��WKH�UHSRUWHG�PRYH�LQ�WKLV�GLUHFWLRQ�LV�OHVV�VLJQLILFDQW�WKDQ�UHSRUWHG��,Q�IDFW��WKHUH�DUH�D�ODUJH�QXPEHU�RI�GHYHORSLQJ�FRXQWULHV�WKDW�VWLOO�PDLQWDLQ�VRPH�IRUP�RI�H[FKDQJH�UDWH�SHJ�DV�WKHLU�EDVLF�H[FKDQJH�UDWH�UHJLPH�HYHQ�WKRXJK�WKH\�GR�QRW�QHFHVVDULO\�VD\�VR���&KDUW����'HYHORSLQJ�&RXQWULHV���(YROXWLRQ�RI�([FKDQJH�5DWH�5HJLPHV�DQG�([FKDQJH�5HVWULFWLRQV�����
6RXUFH��,0)��$QQXDO�5HSRUW�RQ�([FKDQJH�$UUDQJHPHQWV�DQG�([FKDQJH�5HVWULFWLRQV
��

:KDW�WKHQ�FDQ�EH�VDLG�DERXW�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�FKDUDFWHULVWLFV�RI�D�FRXQWU\�DQG�WKH�GHVLUDEOH�QDWXUH�RI�LWV�H[FKDQJH�UDWH�UHJLPH"�%HIRUH�EHJLQQLQJ�WKLV�SDUW�RI�WKH�GLVFXVVLRQ��OHW�PH�HPSKDVL]H�WKDW�WKHUH�LV�QR�VLQJOH�DQVZHU�WR�ZKDW�LV�WKH�EHVW�H[FKDQJH�UDWH�UHJLPH�IRU�D�SDUWLFXODU�FRXQWU\���6RPH�FKDUDFWHULVWLFV�GR�WHQG�WR�PDNH�RQH�IRUP�RI�H[FKDQJH�UDWH�UHJLPH�D�EHWWHU�FKRLFH�WKDQ�DQRWKHU��EXW�WKHUH�DUH�DOZD\V�H[FHSWLRQV�WR�WKLV�UXOH����
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7R�HPSKDVL]H�WKLV�SRLQW��OHW�PH�JR�EDFN�WR�WKH�LQGXVWULDO�FRXQWULHV�IRU�D�PRPHQW�DQG�IRFXV�RQ�WZR�FRXQWULHV��$XVWULD�DQG�6ZLW]HUODQG��7KHVH�WZR�FRXQWULHV�DUH�YHU\�VLPLODU�± WKH\�DUH�VLPLODUO\�VLWXDWHG��VLPLODU�LQ�VL]H��DQG�DUH�DW�VLPLODU�OHYHOV�RI�GHYHORSPHQW�DQG�ILQDQFLDO�VRSKLVWLFDWLRQ��6ZLW]HUODQG��KRZHYHU��LV�FHUWDLQO\�YHU\�IDU�DGYDQFHG�IURP�D�ILQDQFLDO�VWDQGSRLQW��$XVWULD�SHJJHG�WKH�$XVWULDQ�VKLOOLQJ�DEVROXWHO\�WR�WKH�'HXWVFKH�PDUN�IURP������XQWLO�WKH�IRUPDWLRQ�RI�WKH�HXUR��DQG�WKHUHIRUH�KDG�DQ�DEVROXWHO\�ULJLG�SHJ�IRU����\HDUV��6ZLW]HUODQG��RQ�WKH�RWKHU�KDQG��IORDWHG�WKH�6ZLVV�IUDQF�EHJLQQLQJ�LQ������DQG�VWLOO�IORDWV�WKH�6ZLVV�IUDQF�YLV�j�YLV�ILUVW�WKH�'HXWVFKH�PDUN��DQG�QRZ�WKH�HXUR���7KH�SHJJHG�H[FKDQJH�UDWH�ZRUNHG�YHU\�ZHOO�IRU�$XVWULD��ZKLOH�WKH�IORDWLQJ�H[FKDQJH�UDWH�KDV�ZRUNHG�YHU\�ZHOO�IRU�6ZLW]HUODQG���+RZ�FDQ�$XVWULD�DQG�6ZLW]HUODQG�EH�VR�VLPLODU��\HW�WKHUH�LV�QR�LPSOLFDWLRQ�WKDW�WKH\�VKRXOG�WKHUHIRUH�KDYH�WKH�VDPH�W\SH�RI�H[FKDQJH�UDWH�UHJLPH"�7KH�DQVZHU�OLHV�LQ�WKH�IDFW�WKDW�WKH�WZR�FRXQWULHV�UHFRJQL]H�WKDW�RWKHU�HOHPHQWV�RI�WKHLU�HFRQRPLF�SROLFLHV�QHHG�WR�EH�DGMXVWHG�LQ�WKH�ULJKW�ZD\���6ZLW]HUODQG�KDV�DQ�LQGHSHQGHQW�PRQHWDU\�SROLF\��LQGHSHQGHQW�RI�WKH�%XQGHV�EDQN�DQG�QRZ�WKH�(XURSHDQ�&HQWUDO�%DQN��$XVWULD�VXUUHQGHUHG�WKLV�PRQHWDU\�LQGHSHQGHQFH�ZKHQ�LW�SHJJHG�WKH�H[FKDQJH�UDWH����.HHSLQJ�WKLV�ODVW�SRLQW�LQ�PLQG��WKH�FKDUDFWHULVWLFV�,�DP�QRZ�JRLQJ�WR�GHVFULEH�SRLQW�LQ�WKH�GLUHFWLRQ�RI�ZKDW�PD\�EH�D�GHVLUDEOH�H[FKDQJH�UDWH�UHJLPH��
����'HVLUDEOH�([FKDQJH�5DWH�5HJLPHV� �
:H�VKRXOG�DFNQRZOHGJH�WKDW�FRXQWULHV�WKDW�KDYH�UHODWLYHO\�OLPLWHG�FRQWDFW�DQG�LQYROYHPHQW�ZLWK�PRGHUQ�LQWHUQDWLRQDO�FDSLWDO�PDUNHWV�GR�FOHDUO\�ILQG�LW�HDVLHU�WR�PDLQWDLQ�D�SHJJHG�H[FKDQJH�UDWH�RU�DQ�DGMXVWDEOH�SHJJHG�H[FKDQJH�UDWH�UHJLPH��,I�WKH�H[FKDQJH�UDWH�FRPHV�LQWR�TXHVWLRQ��WKH�DEVHQFH�RI�FDSLWDO�PRELOLW\�ZLOO�PDNH�LW�PXFK�PRUH�GLIILFXOW�WR�DPDVV�ODUJH�VFDOH�VSHFXODWLYH�SUHVVXUHV�DOO�DW�RQFH��7KXV��FRXQWULHV�WKDW�KDYH�OLPLWHG�FDSLWDO�PDUNHW�LQYROYHPHQW�ILQG�LW�HDVLHU�WR�PDLQWDLQ�H[FKDQJH�UDWH�SHJV���&KLQD��IRU�H[DPSOH��ZDV�DEOH�WR�PDLQWDLQ�LWV�H[FKDQJH�UDWH�SHJ�WKURXJKRXW�WKH�$VLDQ�FULVLV��QRW�ZLWKVWDQGLQJ�WKDW�LW�KDV�D�YHU\�ZHDN�EDQNLQJ�V\VWHP�DQG�D�YDULHW\�RI�RWKHU�HFRQRPLF�SUREOHPV��&RXQWULHV�WKDW�KDG�VLPLODU�NLQGV�RI�SUREOHPV�EXW�KLJKO\�RSHQ�SROLFLHV�WRZDUGV�FDSLWDO�PRYHPHQW��RQ�WKH�RWKHU�KDQG��IRXQG�LW�YHU\�GLIILFXOW�WR�PDLQWDLQ�WKHLU�H[FKDQJH�UDWH�SHJV�XQGHU�WKH�SUHVVXUHV�RI�WKH�$VLDQ�FULVLV��7KHUHIRUH��LW�VHHPV�WKDW�D�GHJUHH�RI�FORVXUH�WR�LQWHUQDWLRQDO�FDSLWDO�PDUNHWV�SURYLGHV�D�GHJUHH�RI�LVRODWLRQ�ZKLFK�KHOSV�WR�VXVWDLQ�DQ�
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H[FKDQJH�UDWH�SHJ���1RWLFH��KRZHYHU��WKDW�WKH�GHYHORSLQJ�FRXQWULHV�KDYH�LQFUHDVLQJO\�EHHQ�PRUH�RSHQ�WR�FDSLWDO�LQIORZV��DV�FDQ�EH�VHH�LQ�&KDUW�����&KDUW����'HYHORSLQJ�DQG�7UDQVLWLRQDO�&RXQWULHV��7RWDO��3ULYDWH��DQG�2IILFLDO�&DSLWDO�)ORZV����RI�*'3���
6RXUFH� ,0)��:RUOG�(FRQRPLF�2XWORRN'DWDEDVH�DQG�'HYHORSLQJ�&RXQWULHV�%RQGV��(TXLWLHV�DQG�/RDQV�'DWDEDVH
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:KDW�RWKHU�FKDUDFWHULVWLF�RI�FRXQWULHV�KHOSV�WKHP�PDLQWDLQ�DQ�H[FKDQJH�UDWH�SHJ"�7\SLFDOO\�VSHDNLQJ��IRU�FRXQWULHV�WKDW�DUH�YHU\�VPDOO�DQG�QRW�YHU\�ILQDQFLDOO\�VRSKLVWLFDWHG��FRXQWULHV�ZLWK�*'3V�OHVV�WKDQ���RU����ELOOLRQ�GROODUV�SHU�\HDU���DQ�H[FKDQJH�UDWH�SHJ�LV�RIWHQ�WKH�ULJKW�DQVZHU���:K\�LV�WKDW"��7KHUH�LV�D�OLPLW�EH\RQG�ZKLFK��LI�\RX�DUH�VXIILFLHQWO\�VPDOO��LW�GRHV�QRW�PDNH�VHQVH�WR�KDYH�\RXU�RZQ�QDWLRQDO�FXUUHQF\��0DQ\�RI�WKH�&DULEEHDQ�FRXQWULHV�SHJ�ULJLGO\�WR�WKH�86�GROODU��1HSDO�SHJV�ULJLGO\�WR�WKH�,QGLDQ�UXSHH���)RU�VPDOO�FRXQWULHV��SDUWLFXODUO\�WKRVH�ZLWK�VPDOO�HFRQRPLHV�DQG�RU�D�GRPLQDQW�WUDGLQJ�SDUWQHU��KDYLQJ�DQ�LQGHSHQGHQW�QDWLRQDO�FXUUHQF\�DQG�DQ�LQGHSHQGHQW�QDWLRQDO�PRQHWDU\�SROLF\�GRHV�QRW�EX\�WKHP�YHU\�PXFK�DQG�D�ULJLG�H[FKDQJH�UDWH�SHJ�LV�RIWHQ�WKH�ULJKW�DQVZHU��
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2Q�WKH�RWKHU�KDQG��ZKHUH�GRHV�DQ�H[FKDQJH�UDWH�SHJ�JHW�LQWR�GLIILFXOW\"�$V�,�PHQWLRQHG��FRXQWULHV�WKDW�KDYH�D�KLJK�GHJUHH�RI�LQYROYHPHQW�ZLWK�LQWHUQDWLRQDO�FDSLWDO�PDUNHWV�RIWHQ�ILQG�DQ�H[FKDQJH�UDWH�SHJ�PRUH�GLIILFXOW�WR�VXVWDLQ��DOWKRXJK�LW�LV�QRW�LPSRVVLEOH��,I�ZH�ORRN�DW�$UJHQWLQD�RU�+RQJ�.RQJ��WKH\�KDYH�H[FKDQJH�UDWH�SHJV�WR�HFRQRPLHV�WKDW�DUH�QRW�QHFHVVDULO\�WKH�VDPH�DV�WKH\�DUH��<HW��WKH\�DUH�DEOH�WR�VXVWDLQ�WKRVH�H[FKDQJH�UDWH�SHJV�ODUJHO\�EHFDXVH�RI�WZR�YLWDO�SROLF\�FRQVLGHUDWLRQV���)LUVW��WKH�RYHUULGLQJ�REMHFWLYH�RI�WKHLU�PRQHWDU\�SROLF\�LV�WKH�PDLQWHQDQFH�RI�WKH�H[FKDQJH�UDWH�SHJ��6HFRQG��WKH\�KDYH�YHU\�VWURQJ�EDQNLQJ�DQG�ILQDQFLDO�V\VWHPV�WKDW�DUH�FDSDEOH�RI�ZLWKVWDQGLQJ�WKH�SUHVVXUHV�WKDW�DULVH�ZKHQ�WKH�H[FKDQJH�UDWH�SHJ�GRHV�FRPH�LQWR�TXHVWLRQ���'XH�WR�+RQJ�.RQJ¶V�VWURQJ�DQG�KLJKO\�FDSLWDOL]HG�EDQNLQJ�V\VWHP��WKH�PRQHWDU\�DXWKRULWLHV�ZHUH�DEOH�WR�UDLVH�GRPHVWLF�LQWHUHVW�UDWHV�GXULQJ�WKH�$VLDQ�FULVLV�WR�IHQG�WKH�H[FKDQJH�UDWH�SHJ�ZLWKRXW�IHDU�WKDW�WKH\�ZRXOG�FDXVH�WKHLU�EDQNV�WR�JR�EDQNUXSW���6LPLODU�HIIRUWV�ZHUH�PDGH�E\�D�QXPEHU�RI�RWKHU�$VLDQ�HFRQRPLHV��FUHDWLQJ�VHYHUH�GLIILFXOWLHV�LQ�ZKDW�ZHUH�YHU\�ZHDN�EDQNLQJ�V\VWHPV��7KXV��D�VPDOO�RSHQ�HFRQRP\���RU�UHODWLYHO\�VPDOO�LQ�WKH�FDVH�RI�+RQJ�.RQJ��ZLWK�D�KLJK�GHJUHH�RI�FDSLWDO�PRELOLW\�FDQ�PDLQWDLQ�DQ�H[FKDQJH�UDWH�SHJ��EXW�LW�QHHGV�WR�KDYH�D�YHU\�ILUP�FRPPLWPHQW�RI�PRQHWDU\�SROLF\�DQG�D�YHU\�VWURQJ�EDQNLQJ�V\VWHP�DQG�ILQDQFLDO�V\VWHP��
���&RQFOXVLRQ��
,Q�FRQFOXVLRQ��OHW�PH�PDNH�WKH�IROORZLQJ�SRLQWV�ZLWK�UHVSHFW�WR�GHYHORSLQJ�DQG�HPHUJLQJ�PDUNHW�FRXQWULHV��)LUVW�DV�,�VDLG�EHIRUH��ZH�KDYH�D�ZLGH�UDQJH�RI�FRXQWULHV�ZLWK�D�ZLGH�UDQJH�RI�H[FKDQJH�UDWH�UHJLPHV��7KDW�LV�D�VLWXDWLRQ�WKDW�LV�DV�LW�VKRXOG�EH��QR�VLQJOH�H[FKDQJH�UDWH�UHJLPH�LV�EHVW�IRU�DOO�FRXQWULHV�XQGHU�DOO�FLUFXPVWDQFHV�DQG�FRQGLWLRQV���6HFRQG��ZH�KDYH�REVHUYHG�D�PRYHPHQW�RI�H[FKDQJH�UDWH�UHJLPHV��DOWKRXJK�QRW�DV�GUDPDWLF�DV�WKH�FKDUW�VXJJHVWHG��WRZDUGV�LQFUHDVHG�H[FKDQJH�UDWH�IOH[LELOLW\���7KLV�PRYHPHQW�LV�JHQHUDOO\�FRQVLVWHQW�ZLWK�WKH�IDFW�WKDW�GHYHORSLQJ�FRXQWULHV�KDYH�EHHQ�PRYLQJ�WR�D�KLJKHU�GHJUHH�RI�RSHQQHVV�LQ�ERWK�WUDGH�DQG�FDSLWDO�PRYHPHQWV��DQG�WKDW�WUDGH�KDV�EHHQ�PRUH�GLYHUVLILHG���'HYHORSLQJ�FRXQWULHV�QR�ORQJHU�WUDGH�ZLWK�D�VLQJOH�WUDGLQJ�SDUWQHU��EXW�ZLWK�D�PXOWLSOLFLW\�RI�LPSRUWDQW�WUDGLQJ�SDUWQHUV���)RU�WKHVH�UHDVRQV��SHJJLQJ�WR�D�VLQJOH�FXUUHQF\�LV�OHVV�FRQYHQLHQW�DQG�RU�OHVV�DSSURSULDWH���
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%XW�GLIIHUHQW�FLUFXPVWDQFHV�FDOO�IRU�GLIIHUHQW�H[FKDQJH�UDWH�UHJLPHV���:H�KDYH�REVHUYHG�D�QXPEHU�RI�HPHUJLQJ�PDUNHW�DQG�GHYHORSLQJ�FRXQWULHV�WKDW�PDLQWDLQ�H[FKDQJH�UDWH�UHJLPHV�WKDW�ZRXOG��RQ�WKH�EDVLV�RI�WKH�QRUPDO�FKDUDFWHULVWLFV�ZH�DVVRFLDWH�ZLWK�GLIIHUHQW�FRXQWULHV��VXJJHVW�WKDW�DOWHUQDWLYHV�ZRXOG�EH�SUHIHUDEOH���:KHQ�D�SHJJHG�H[FKDQJH�UDWH�UHJLPH�LV�VRXJKW��LW�LV�LPSHUDWLYH�WKDW�WKH�SROLFLHV�VXSSRUWLQJ�WKH�H[FKDQJH�UDWH�UHJLPH�DUH�FRQVLVWHQW�ZLWK�LWV�PDLQWHQDQFH�DQG�VWDELOLW\���
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3DUWLFLSDQWV�LQ�WKH�GLVFXVVLRQ�IROORZLQJ�0LFKDHO�0XVVD¶V�SUHVHQWDWLRQ�LQFOXGHG�$GHO�%LVKDL��SURIHVVRU�RI�LQWHUQDWLRQDO�HFRQRPLFV�DW�WKH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR��$KPHG�*DODO��([HFXWLYH�'LUHFWRU�RI�WKH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��$OL�1HJP��&KDLUPDQ�RI�'HOWD�,QWHUQDWLRQDO�%DQN�DQG�IRUPHU�*RYHUQRU�RI�WKH�&HQWUDO�%DQN��$OL�6ROLPDQ��PLQLVWU\�RI�,QWHUQDWLRQDO�&RRSHUDWLRQ��)RXDG�6XOWDQ��&KDLUPDQ�DQG�0DQDJLQJ�'LUHFWRU�RI�$O�$KO\�IRU�'HYHORSPHQW�DQG�,QYHVWPHQW��$',��DQG�IRUPHU�PLQLVWHU�RI�7RXULVP��*RXGD�$EGHO�.KDOHN��SURIHVVRU�RI�HFRQRPLFV�DW�&DLUR�8QLYHUVLW\��DQG�:DJLK�6KLQG\��IRUPHU�PLQLVWHU�RI�,QYHVWPHQW�DQG�(FRQRPLF�&RRSHUDWLRQ���7KH�IROORZLQJ�LV�D�VXPPDU\�RI�WKH�GLVFXVVLRQ���3DUWLFLSDQW� ,�GR�DSSUHFLDWH�YHU\�PXFK�WKH�YHU\�ZLGH�VSHFWUXP�'U��0XVVD�JDYH�XV�DERXW�H[FKDQJH�UDWH�UHJLPHV�DQG�WKHLU�GHYHORSPHQW��EXW�KH�GLG�QRW�GLVFXVV�H[FKDQJH�UDWHV�LQ�RXU�SDUW�RI�WKH�ZRUOG��SDUWLFXODUO\�LQ�(J\SW��7KH�H[FKDQJH�UDWH�LQ�(J\SW�LV�YHU\�LPSRUWDQW�WR�XV���$V�D�PDWWHU�RI�IDFW��ZH�KDYH�EHHQ�GLVFXVVLQJ�WKLV�LVVXH�IRU�WKH�ODVW�DW�OHDVW����\HDUV�DV�ZH�KDYH�JRQH�WKURXJK�GLIIHUHQW�VWDJHV�RI�GHYHORSPHQW���,Q�WKH�EHJLQQLQJ�RI�WKH�����V��DQ�(J\SWLDQ�JRLQJ�DEURDG�ZDV�DOORZHG�D�IRUHLJQ�H[FKDQJH�HTXDO�WR�/(�����,Q�������WKH�0LQLVWU\�RI�(FRQRP\�GHFLGHG�WR�DOORZ�(J\SWLDQV�JRLQJ�DEURDG�WR�KDYH�DW�OHDVW�D�IHZ�SRXQGV�LQ�WKHLU�SRFNHWV�VR�WKDW�ZKHQ�WKH\�UHWXUQHG�WKH\�FRXOG�SD\�IRU�WLSV�RU�IRU�WKH�WD[L��1RZ�(J\SWLDQV�DUH�DEOH�WR�WUDQVIHU�ZKDWHYHU�DPRXQW�WKH\�KDYH�E\�SKRQH�RXWVLGH�RI�(J\SW��:H�KDYH�FRPH�D�YHU\�ORQJ�ZD\��2I�FRXUVH��WKLV�KDV�EHHQ�SRVVLEOH�EHFDXVH�WKH�JRYHUQPHQW�LQFUHDVHG�WKH�LQWHUHVW�UDWH�WR�DOPRVW����DQG����SHUFHQW�DQG�GHYDOXHG�WKH�SRXQG�VLJQLILFDQWO\�LQ�WKH�HDUO\�����V���(YHU\RQH�ZDV�WKHQ�DEOH�DQG�KDG�WKH�LQFHQWLYHV�WR�WUDQVIHU�ZKDWHYHU�PRQH\�KH�KHOG�RXWVLGH�RU�ZLWKLQ�WKH�FRXQWU\�WR�(J\SWLDQ�SRXQGV���$W�WKDW�WLPH��WKH�LQWHUHVW�UDWH�RQ�WKH�86�GROODU�ZDV�YHU\�ORZ���:H�KDYH�EHHQ�DEOH�WR�FRPSLOH�DOPRVW����WR����ELOOLRQ�GROODUV�LQ�UHVHUYHV��DQG�QRZ�WKH�H[FKDQJH�UDWH�LV�IOXFWXDWLQJ��EXW�QRW�HQRXJK�WR�UHIOHFW�WKH�DFWXDO�VLWXDWLRQ�LQ�WKH�PDUNHW�SODFH���7KXV��RXU�UHVHUYHV�ZHQW�GRZQ�E\�DW�OHDVW���ELOOLRQ�86�GROODUV�LQ�WKH�ODVW�IHZ�ZHHNV�DQG�WKH�GHEDWH�LV�VWLOO�JRLQJ�RQ��
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6KRXOG�ZH�LQFUHDVH�WKH�LQWHUHVW�UDWH�RQ�WKH�(J\SWLDQ�SRXQG�DJDLQ"�:KDW�ZRXOG�EH�WKH�HIIHFW��HVSHFLDOO\�RQ�LQYHVWPHQW��SURGXFWLRQ��DQG�ODERU�ZLWKLQ�WKH�FRXQWU\"��7KDW�LV�ZK\�,�WKLQN�D�PRUH�IOH[LEOH�H[FKDQJH�UDWH�SROLF\�LV�UHTXLUHG�WR�UHIOHFW�WKH�VLWXDWLRQ�LQ�WKH�PDUNHW�SODFH����6SHDNHU���:HOO��(J\SW�LV�D�YHU\�LQWHUHVWLQJ�FDVH��,I�ZH�JR�EDFN����\HDUV�LQ�(J\SWLDQ�HFRQRPLF�KLVWRU\��LW�ZDV�D�YHU\�FORVHG�HFRQRP\��WUDGH�ZDV�QRW�H[WHQVLYH��DQG�RSSRUWXQLWLHV�IRU�FDSLWDO�PRYHPHQW�ZHUH�YLUWXDOO\�QRQ�H[LVWHQW��&LUFXPVWDQFHV�KDYH�FKDQJHG�YHU\�GUDPDWLFDOO\�VLQFH�WKHQ���1RW�RQO\�KDV�FDSLWDO�PRELOLW\�SLFNHG�XS��EXW�WUDGH�KDV�EHFRPH�PRUH�H[WHQVLYH�ZLWK�D�PXFK�ZLGHU�VHW�RI�WUDGLQJ�SDUWQHUV���7KLV�KDV�FKDQJHG�WKH�HFRQRPLF�ODQGVFDSH�LQ�(J\SW�SULPDULO\�IRU�WKH�EHWWHU��,W�KDV�DOVR�FKDQJHG�WKH�FRQVLGHUDWLRQV�WKDW�DUH�UHOHYDQW�IRU�WKH�H[FKDQJH�UDWH�UHJLPH��8QGHU�WKH�ROG�V\VWHP��\RX�FRXOG�EDVLFDOO\�VD\�ZKDW�WKH�H[FKDQJH�UDWH�ZDV�JRLQJ�WR�EH�DQG�HQIRUFH�LW�E\�ILDW���7KDW�LV�FOHDUO\�QR�ORQJHU�WKH�FDVH��7KH�H[FKDQJH�UDWH�UHJLPH�GRHV�QHHG�WR�WDNH�DFFRXQW�RI�WKH�UHDOLWLHV�RI�ERWK�WUDGH�DQG�FDSLWDO�PRYHPHQW���,W�LV�LPSRUWDQW�WR�XQGHUVWDQG�ZKDW�VRPH�RI�WKRVH�UHDOLWLHV�DUH���7KH�(J\SWLDQ�SRXQG�LV�SHJJHG�WR�WKH�86�GROODU��DQG�RQH�RI�WKH�UHFHQW�VRXUFHV�RI�GLIILFXOW\�LV�WKDW�WKH�GROODU�KDV�EHHQ�YHU\�VWURQJ���:H�ZHQW�IURP������GROODUV�WR�WKH�HXUR�RQ�-DQXDU\����������WR�����GROODUV�WR�WKH�HXUR�WRGD\��7KXV��RQ�DQ�HIIHFWLYH�EDVLV��WKH�(J\SWLDQ�SRXQG�KDV�DSSUHFLDWHG�TXLWH�FRQVLGHUDEO\�DJDLQVW�LWV�DYHUDJH�WUDGLQJ�SDUWQHU���7KLV�KDV�FOHDUO\�VWUDLQHG�WKH�IRUHLJQ�H[FKDQJH�PDUNHW�DQG�FRQWULEXWHG�WR�DQ�RXWIORZ�RI�WKH�IRUHLJQ�H[FKDQJH�UHVHUYHV���:H�DUH�FOHDUO\�LQ�D�YHU\�GLIIHUHQW�VLWXDWLRQ�IURP�WKH�RQH�WKDW�H[LVWHG����\HDUV�DJR���,�WKLQN�WKH�LVVXH�RI�WKH�H[FKDQJH�UDWH�UHJLPH�DQG�KRZ�LW�LV�DGMXVWHG�LQ�UHODWLRQVKLS�WR�RWKHU�HFRQRPLF�SROLFLHV�PXVW�WDNH�VHULRXV�DFFRXQW�RI�WKRVH�GLIIHUHQFHV����/RRNLQJ�IRUZDUG��WKH�86�GROODU�DQG�WKH�HXUR�DUH�JRLQJ�WR�FRQWLQXH�IOXFWXDWLQJ�LQ�WHUPV�RI�WKHLU�UHODWLYH�YDOXH���%HFDXVH�(J\SW�KDV�LPSRUWDQW�WUDGH�OLQNDJHV�WR�WKH�8QLWHG�6WDWHV��EXW�HYHQ�PRUH�VR�WR�WKH�(XUR�DUHD��LWV�H[FKDQJH�UDWH�LV�JRLQJ�WR�FRPH�XQGHU�SUHVVXUH�LI�WKH�SHJ�FRQWLQXHV�WR�WKH�86�GROODU�DQG�WKH�GROODU�FRQWLQXHV�WR�VKRZ�WKHVH�ODUJH�VFDOH�IOXFWXDWLRQV�DJDLQVW�WKH�HXUR��,I�RQH�ZDQWV�WR�PDLQWDLQ�DQ�H[FKDQJH�UDWH�SHJ�LQ�D�FLUFXPVWDQFH�ZKHUH�WKH�GROODU�DSSUHFLDWHV�VWURQJO\�DJDLQVW�WKH�HXUR�DQG�UHVHUYHV�DUH�IORZLQJ�RXW��WKHQ�\RX�QHHG�WR�EH�SUHSDUHG�WR�WLJKWHQ�
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GRPHVWLF�PRQHWDU\�DQG�FUHGLW�FRQGLWLRQV�LQ�RUGHU�WR�UHVLVW�WKH�FDSLWDO�RXWIORZ���6RPH�RI�WKDW�KDV�EHHQ�KDSSHQLQJ��EXW�WKH�H[SHULHQFH�LQ�RWKHU�FRXQWULHV�WKDW�KDYH�KDG�GROODU�H[FKDQJH�UDWH�SHJV�LV�QRW�GLVVLPLODU��:KHQ�WKH�\HQ�GROODU�H[FKDQJH�UDWH�EHJDQ�WR�IOXFWXDWH��LQFUHDVHG�SUHVVXUH�ZDV�SXW�RQ�WKHP�DQG�WKH\�QHHGHG�WR�EH�DEOH�WR�UHVSRQG��,Q�WKH�IDFH�RI�WKRVH�SUHVVXUHV��WKH�YLDEOH�RSWLRQV�WR�PDLQWDLQ�WKH�H[FKDQJH�UDWH�SHJ�ZHUH�WR�HLWKHU�DGMXVW�WKH�H[FKDQJH�UDWH�RU�WLJKWHQ�GRPHVWLF�ILQDQFLDO�SROLFLHV����3DUWLFLSDQW���:H�FDQQRW�ILQLVK�WKH�GLVFXVVLRQ�ZLWK�D�YHU\�GLVWLQJXLVKHG�PHPEHU�RI�WKH�,0)�VWDII�ZLWKRXW�DVNLQJ�DERXW�WKH�YLHZV�QRZ�FLUFXODWLQJ��LQFOXGLQJ�GLVFXVVLRQ�RI�WKH�ERDUG�RI�,0)�DQG�WKH�*��PHHWLQJ�DERXW�WKH�LQWHUQDWLRQDO�PRQHWDU\�V\VWHP����<RX�VHHP�WR�SUHGLFW�WKDW�H[FKDQJH�UDWH�IOXFWXDWLRQV�ZLOO�FRQWLQXH�LQ�WKH�IXWXUH���&RQVLGHULQJ�WKDW�QR�FRXQWU\�FDQ�IHQG�RII�VRPH�RI�WKH�FKDQJHV�LQ�FXUUHQF\�UDWHV�E\�LWVHOI�WKURXJK�PRQHWDU\�SROLFLHV�RU�DQ\�RWKHU�PHDQV��DUH�ZH�KDSS\�ZLWK�WKH�LQWHUQDWLRQDO�V\VWHP�DV�LW�LV"�:KDW�GRHV�WKH�,0)�WKLQN�DERXW�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP"�$UH�ZH�OLNHO\�WR�VHH�JURXS�DFWLRQ�ZLWKLQ�VWURQJ�FRXQWULHV�RU�SHUKDSV�RWKHU�FRXQWULHV�WKDW�ZRXOG�WU\�WR�FUHDWH�SURWHFWLYH�PHDVXUHV�IURP�WKHVH�ODUJH�IOXFWXDWLRQV"��6SHDNHU� $V�,�LQGLFDWHG�LQ�P\�LQLWLDO�UHPDUNV��H[FKDQJH�UDWH�IOXFWXDWLRQV�DPRQJ�WKH�PDMRU�FXUUHQFLHV�KDYH�EHHQ�D�IDFW�RI�LQWHUQDWLRQDO�OLIH�VLQFH�WKH�HDUO\�����V�DQG�,�H[SHFW�WKH\�ZLOO�FRQWLQXH�WR�EH�VXFK��7KHUH�FOHDUO\�KDYH�EHHQ�RFFDVLRQV�ZKHUH�H[FKDQJH�UDWH�IOXFWXDWLRQV�DPRQJ�WKH�PDMRU�FXUUHQFLHV�KDYH�SURFHHGHG�WR�D�GHJUHH�WKDW�ZDV�GHFLGHGO\�XQKHOSIXO�LQ�WHUPV�RI�WKH�SHUIRUPDQFH�RI�WKH�ZRUOG�HFRQRP\���7KHUH�KDYH�EHHQ�VXEVHTXHQW�HIIRUWV�WR�OLPLW�WKHVH�IOXFWXDWLRQV��EXW�WKH�WRROV�DYDLODEOH�IRU�WKDW�SXUSRVH�DUH�TXLWH�OLPLWHG���7KH�RQH�SRZHUIXO�WRRO�WKDW�LV�SRWHQWLDOO\�DYDLODEOH�ZRXOG�EH�WKH�XVH�RI�QDWLRQDO�PRQHWDU\�SROLFLHV�LQ�WKH�ODUJHVW�FRXQWULHV�WR�DWWHPSW�WR�VWDELOL]H�H[FKDQJH�UDWHV��7KH�GLIILFXOW\�LV�WKDW�WKH�FXUH�FRXOG�WXUQ�RXW�WR�EH�ZRUVH�WKDQ�WKH�GLVHDVH����7KH�GLOHPPD�ZH�IDFH�DW�SUHVHQW�LV�WKDW�WKH�86�GROODU�LV�YHU\�VWURQJ��VWURQJHU�WKDQ�LW�UHDOO\�VKRXOG�EH�RQ�D�PHGLXP�WHUP�EDVLV���7KH�HXUR�LV�YHU\�ZHDN�UHODWLYH�WR�ZKDW�LW�RXJKW�WR�EH�RQ�D�
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PHGLXP�WHUP�EDVLV��%XW��VXSSRVH�ZH�ZDQWHG�WR�XVH�PRQHWDU\�SROLF\�LQ�WKH�86�DQG�(XURSH�WR�DGGUHVV�WKDW�TXHVWLRQ"���7R�EULQJ�WKH�GROODU�GRZQ��ZH�ZRXOG�QHHG�WR�HDVH�86�PRQHWDU\�SROLF\��EXW�WKDW�DSSHDUV�XQZLVH�LQ�D�FLUFXPVWDQFH�ZKHUH�LQIODWLRQDU\�SUHVVXUHV�LQ�WKH�86�DUH�EHJLQQLQJ�WR�SLFN�XS��,I�ZH�HDVH�86�PRQHWDU\�SROLF\�QRZ�ZH�ZRXOG�SUREDEO\�DFFHOHUDWH�LQIODWLRQ�DQG��D�\HDU�RU�VR�ODWHU��WKH�)HGHUDO�5HVHUYH�ZRXOG�QHHG�WR�FRPH�LQ�DQG�VWRS�WKH�VXUJH�RI�LQIODWLRQ��7KDW�PLJKW�FDXVH�WKH�GROODU�WR�ERXQFH�XS�EHIRUH�LW�FRPHV�GRZQ��EXW�ZRXOG�DOVR�DGG�YHU\�FRQVLGHUDEOH�WXUEXOHQFH�WR�JOREDO�ILQDQFLDO�PDUNHWV��7KXV��HDVLQJ�86�PRQHWDU\�SROLF\�DW�WKH�SUHVHQW�PRPHQW�GRHV�QRW�VHHP�OLNH�D�GHVLUDEOH�RSWLRQ��HYHQ�WKRXJK�ZH�WKLQN�WKH�GROODU�LV�WRR�VWURQJ���6LPLODUO\�LQ�(XURSH��WLJKWHQLQJ�PRQHWDU\�SROLF\�DJJUHVVLYHO\�WR�VWUHQJWKHQ�WKH�HXUR�PLJKW�EULQJ�DQ�HDUO\�HQG�WR�(XURSHDQ�H[SDQVLRQ��ZKLFK�LV�MXVW�JHWWLQJ�VWDUWHG��7KDW�ZRXOG�QRW�EH�KHOSIXO�WR�(XURSH��DQG�FHUWDLQO\�ZRXOG�QRW�EH�KHOSIXO�WR�(XURSH¶V�WUDGLQJ�SDUWQHUV���(J\SW�ZRXOG�QRW�EHQHILW�LI�ZH�VDZ�(XURSH�WXUQ�IURP�H[SDQVLRQ�WR�UHFHVVLRQ��7KHUHIRUH��LW�GRHV�QRW�VHHP�WKDW�ZH�ZDQW�WR�FKDQJH�HLWKHU�86�PRQHWDU\�SROLF\�RU�(XURSHDQ�PRQHWDU\�SROLF\�DJJUHVVLYHO\�WR�LQIOXHQFH�WKH�H[FKDQJH�UDWH���:H�MXVW�QHHG�WR�OLYH�ZLWK�LW��7KHUH�DUH�RWKHU�FLUFXPVWDQFHV�ZKHQ�PRQHWDU\�SROLF\�FDQ�EH�XVHG��,Q������ZH�WKRXJKW�DQ�HDVLQJ�RI�ERWK�-DSDQHVH�DQG�(XURSHDQ�SROLF\�PDGH�VHQVH�WR�UHVLVW�ZKDW�ZDV�WKHQ�DQ�RYHU�GHSUHFLDWLRQ�RI�WKH�GROODU��7KH�HDVLQJ�RI�(XURSHDQ�DQG�SDUWLFXODUO\�-DSDQHVH�SROLF\�LQ�WKH�VSULQJ�DQG�VXPPHU�KHOSHG�WR�VWDELOL]HG�WKH�GROODU�DQG�ODWHU�EURXJKW�DERXW�VRPH�DSSUHFLDWLRQ�IURP�LWV�ORZ�SRLQW�LQ�0DUFK���2FFDVLRQDOO\�WKHUH�DUH�FLUFXPVWDQFHV�LQ�ZKLFK�PRQHWDU\�SROLF\�FDQ�EH�DGDSWHG�WR�KHOS�WR�VWDELOL]H�PDMRU�FXUUHQFLHV¶�H[FKDQJH�UDWHV���%XW�WKDW�LV�WUXH�IRU�KDOI�WKH�WLPH�DQG�LV�QRW�WUXH�IRU�WKH�RWKHU�KDOI���7KHUH�LV�DOVR�WKH�RSWLRQ�RI�XVLQJ�H[FKDQJH�PDUNHW�LQWHUYHQWLRQ�WR�LQIOXHQFH�H[FKDQJH�UDWHV���+RZHYHU��,�GR�QRW�WKLQN�WKDW�LV�IHDVLEOH���,I�LQGXVWULDO�FRXQWULHV�ZHUH�SUHSDUHG�WR�LQWHUYHQH�LQ�IRUHLJQ�H[FKDQJH�PDUNHWV�RQ�WKH�RUGHU�RI�KXQGUHGV�RI�ELOOLRQV�RI�GROODUV�RYHU�D�SHULRG�RI�D�IHZ�ZHHNV�RU�PRQWKV��WKHQ�LQWHUYHQWLRQ�PLJKW�VWDQG�WKH�FKDQFH�RI�VXFFHVV��%XW�LQWHUYHQWLRQ�LQ�PHDVO\�DPRXQWV�RI���������RU����ELOOLRQ�GROODUV�DSSHDUV�WR�KDYH�HVVHQWLDOO\�QR�HIIHFW��7KXV��,�IHDU�WKH�EHVW�ZH�FDQ�KRSH�IRU�LV�WR�EH�DEOH�WR�XVH�PRQHWDU\�DQG�RFFDVLRQDOO\�ILVFDO�SROLF\�WR�KHOS�VWDELOL]H�
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H[FKDQJH�UDWHV�LQ�WKH�FLUFXPVWDQFHV�ZKHUH�WKH\�DUH�DSSURSULDWH���:H�DUH�MXVW�JRLQJ�WR�QHHG�WR�OLYH�ZLWK�D�KLJK�GHJUHH�RI�IOXFWXDWLRQ�LQ�PRVW�RWKHU�LQFLGHQFHV���3DUWLFLSDQW� :KDW�,�JDWKHUHG�IURP�WKH�OHFWXUH�E\�0U��0XVVD�LV�WKDW�WKH�LQWHUQDWLRQDO�PRQHWDU\�V\VWHP�RU�WKH�ODFN�RI�LW�ZLOO�FRQWLQXH�WR�SUHYDLO�IRU�VRPH�WLPH�DQG�LW�LV�XS�WR�WKH�QDWLRQDO�DXWKRULWLHV�RI�HDFK�QDWLRQ�VWDWH�WR�GHFLGH�ZKDW�NLQG�RI�H[FKDQJH�UHJLPH�WR�DGRSW��3HUKDSV�LW�ZRXOG�EH�XVHIXO�WR�UHPLQG�RXUVHOYHV�WKDW�WKH�H[FKDQJH�UDWH�LV�QRW�LPSRUWDQW�LQ�LWVHOI��EXW�VKRXOG�EH�ORRNHG�DW�LQ�WKH�EURDGHU�FRQWH[W�RI�WKH�RYHUDOO�VRFLRHFRQRPLF�REMHFWLYHV�RI�WKH�FRXQWU\���:H�PXVW�FRQVLGHU�D�FRXQWU\¶V�DELOLW\�WR�PDQDJH�WKH�H[FKDQJH�UDWH�ZLWKLQ�WKH�RYHUDOO�PDFURPDQDJHPHQW�RI�WKH�HFRQRP\��0\�TXHVWLRQ�IRU�0U��0XVVD�UHJDUGV�WKH�IDFW�WKDW�DIWHU�WKH�FROODSVH�RI�WKH�%UHWWRQ�:RRGV�V\VWHP�LQ�WKH�HDUO\�VHYHQWLHV�DQG�SDUWLFXODUO\�LQ�WKH�HLJKWLHV�DQG�QLQHWLHV��FDSLWDO�PRELOLW\�EHFDPH�RQH�RI�WKH�VDFUHG�FRZV�RI�WKH�V\VWHP���7KH�,QWHUQDWLRQDO�0RQHWDU\�)XQG�LQVLVWV�WKDW�DQ\�FRXQWU\�VKRXOG��DV�PXFK�DV�SRVVLEOH��DELGH�E\�FDSLWDO�PRELOLW\��7KLV�LVVXH�PXVW�EH�UHHYDOXDWHG�FRQVLGHULQJ�WKDW�IRU�D�FRXQWU\�OLNH�(J\SW��IRU�H[DPSOH��ZH�KDYH�D�SHJJHG�H[FKDQJH�UDWH�UHJLPH�WKDW�,�WKLQN�KDV�LQYROYHG�WUHPHQGRXV�FRVWV�RQ�WKH�(J\SWLDQ�HFRQRP\���:LWKRXW�UDLVLQJ�WKH�TXHVWLRQ�GLUHFWO\�ZKHWKHU�WR�GHYDOXH�RU�QRW��WKDW�LV�D�VHSDUDWH�LVVXH��DV�$KPHG�ULJKWO\�VDLG���WKH�TXHVWLRQ�LV�ZKDW�NLQG�RI�H[FKDQJH�UDWH�UHJLPH�WR�DGRSW"���/HW�PH�WKURZ�LQ�VRPH�LGHDV�IRU�GLVFXVVLRQ��2QH�LV�WKDW�(J\SW�KDV�UHODWLYHO\�VXFFHVVIXOO\�PDLQWDLQHG�WKH�SHJ�VLQFH������ZLWK�VRPH�LQFUHDVLQJ�GLIILFXOWLHV�RYHU�WKH�SDVW�FRXSOH�RI�\HDUV�GXH�WR�D�PRXQWLQJ�WUDGH�GHILFLW��7KDW�VKRXOG�VLJQDO�VRPHWKLQJ�WR�D�SHUVRQ�ZKR�LV�UHDGLQJ�WKH�IXQGDPHQWDOV�RI�WKH�(J\SWLDQ�HFRQRP\��7KH�RWKHU�SRLQW�LV�WKH�PRXQWLQJ�GRPHVWLF�GHEW���7KH�GRPHVWLF�GHEW�LV�QHLWKHU�LQGHSHQGHQW�RI�WKH�SHJ�QRU�WKH�WLJKW�PRQHWDU\�SROLF\�DGRSWHG�WKURXJK������WKDW�UHVXOWHG�LQ�PDVVLYH�FDSLWDO�LQIORZV��PRVWO\�RI�WKH�SRUWIROLR�RU�VKRUW�WHUP�VSHFXODWLYH�QDWXUH��$�YHU\�LPSRUWDQW�TXHVWLRQ��WKHQ��LV�ZKDW�SXUSRVH�GRHV�LW�VHUYH�WR�FRQWLQXH�WR�KROG�WR�DQ�H[FKDQJH�UHJLPH�WKDW�KDV�RXWOLYHG�LWV�SXUSRVH�RI�WKH�SHJ"��,�WKLQN�DQ\�GHOD\�LQ�UHWKLQNLQJ�WKH�H[FKDQJH�UDWH�UHJLPH�LQ�(J\SW�ZRXOG�SURYH�YHU\�FRVWO\��QRW�LQ�WKH�ORQJ�UXQ��EXW�,�IHDU�WR�VD\�LQ�WKH�VKRUW�WHUP�EHFDXVH�WKH�SHJ�LV�XQVXVWDLQDEOH�ULJKW�QRZ���
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)LQDOO\��,�ZRXOG�OLNH�WR�PHQWLRQ�VRPH�RI�P\�LGHDV�DV�WR�KRZ�WR�GHDO�ZLWK�WKLV�SUREOHP��1XPEHU�RQH��ZH�KDYH�WR�GH�OLQN�WKH�SRXQG�IURP�WKH�GROODU�RU�LI�\RX�OLNH��ZH�FDQ�RSW�IRU�D�EDVNHW�RI�FXUUHQFLHV�LQ�ZKLFK�WKH�GROODU�ZRXOG�EH�LQFOXGHG���1XPEHU�WZR��LW�PD\�EH�EHWWHU�IRU�(J\SW�WR�DGRSW�D�FUDZOLQJ�SHJ�UDWKHU�WKDQ�DQ�DGMXVWDEOH�SHJ��,I�ZH�DJUHHG�RQ�DQ�DGMXVWDEOH�SHJ��,�WKLQN�ZH�ZRXOG�KDYH�WR�LQFUHDVH�WKH�ZLGWK�RI�WKH�EDQG�IURP�WKH�FXUUHQW�VLWXDWLRQ���)LQDOO\��,�WKLQN�(J\SW�ZLOO�KDYH�WR�PRYH�UDWKHU�TXLFNO\�WR�SXW�VRPH�OLG�RQ�FDSLWDO�PRELOLW\��EXW�,�GRQ¶W�WKLQN�WKDW�WKH�VLWXDWLRQ�LQ�(J\SW�DIIRUGV�WKDW����3DUWLFLSDQW� $V�\RX�NQRZ��WKH�SRXQG�LV�SHJJHG�RQO\�WR�WKH�GROODU���0\�ILUVW�TXHVWLRQ�LV�ZKHWKHU�(J\SW�VKRXOG�FRQVLGHU�SHJJLQJ�WR�D�EDVNHW�LQFOXGLQJ�WKH�GROODU��WKH�HXUR�DQG�PD\EH�WKH�<HQ"��0\�RWKHU�TXHVWLRQ�UHJDUGV�WKH�IDFW�WKDW�RXU�IRUHLJQ�H[FKDQJH�PDUNHW�LV�GLYLGHG�LQWR�WKUHH�PDLQ�VHFWRUV��7KH�&HQWUDO�%DQN�LV�FDSWXULQJ�DERXW����SHUFHQW�RI�WKH�IRUHLJQ�H[FKDQJH�FRPLQJ�LQWR�WKLV�FRXQWU\�IURP�H[SRUWV�RI�RLO�DQG�WKH�6XH]�&DQDO��7KH�FRPPHUFLDO�EDQNV�DOVR�UHFHLYH�VRPH�SURFHHGV�RI�IRUHLJQ�H[FKDQJH�IURP�WRXULVWV�DQG�UHPLWWDQFHV�RI�H[SDWULDWH�ZRUNHUV��)LQDOO\��ZH�KDYH�WKH�H[FKDQJH�FRPSDQLHV�FUHDWHG�LQ�������DQG�,�EHOLHYH�WKH\�DUH�IOH[LEOH�LQ�GHFLGLQJ�WKHLU�RZQ�UDWHV��6RPHWLPHV�WKH\�FDSWXUH�PRUH�WKDQ�WKH�FRPPHUFLDO�EDQNV��%\�KDYLQJ�VXFK�D�PDUNHW��LV�LW�IHDVLEOH�WKDW�ZH�NHHS�WKH�SUHVHQW�UHJLPH�DV�LW�LV�RU�GRHV�LW�QHHG�DGMXVWPHQW"��6SHDNHU� 7KH�LVVXH�RI�ZKDW�WR�SHJ�WR��LI�\RX�DUH�JRLQJ�WR�KDYH�D�SHJ��LV�DQ�LPSRUWDQW�TXHVWLRQ�IRU�(J\SW��,W�LV�FOHDU�WKDW�(J\SW¶V�WUDGH�SDWWHUQ�LV�QRW�GRPLQDWHG�E\�WUDGH�ZLWK�WKH�8QLWHG�6WDWHV���)RU�WKDW�UHDVRQ��D�XQLILHG�SHJ�WR�WKH�GROODU�LV�FOHDUO\�QRW�UHFRPPHQGHG��,�WKLQN�LW�LV�FOHDU�WKDW�LI�WKH�SHJ�VHOHFWHG�LQ������KDG�LQYROYHG�D�EDVNHW�RI�GROODUV�DQG�(XURSHDQ�FXUUHQFLHV��-DSDQHVH�\HQ�LV�PXFK�OHVV�LPSRUWDQW�LQ�WKH�FDVH�RI�(J\SW���VRPH�RI�WKH�SUREOHPV�ZH�KDYH�VHHQ�UHFHQWO\�ZLWK�WKH�VWURQJ�DSSUHFLDWLRQ�RI�WKH�GROODU�ZRXOG�KDYH�EHHQ�DPHOLRUDWHG���*RLQJ�IRUZDUG��LW�QHHGV�WR�EH�UHFRJQL]HG�WKDW�WKH�GROODU�DQG�WKH�HXUR�ZLOO�SUREDEO\�FRQWLQXH�WR�IOXFWXDWH�ZLWK�D�IDLU�GHJUHH�RI�YRODWLOLW\���7KHUHIRUH��ZKHQ�WKH�LVVXH�RI�DOWHULQJ�WKH�H[FKDQJH�UDWH�EDVNHW�GRHV�FRPH�XS�IRU�GHFLVLRQ��,�ZRXOG�WKLQN�D�PRUH�EDODQFHG�EDVNHW�ZRXOG�SUREDEO\�PDNH�VHQVH�LQ�WKRVH�FLUFXPVWDQFHV���<RX�GR�QRW�ZDQW�WR�PDNH�WKLV�VKLIW�SUHFLVHO\�DW�WKH�WLPH�
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ZKHQ�WKH�GROODU�LV�DW�WKH�WRS���6XFK�D�PRYH�ZRXOG�PHDQ�WKDW�\RX�DUH�LQ�D�PXFK�WLJKWHU�VLWXDWLRQ�JRLQJ�IRUZDUG���7KH�SUHVHQW�H[FKDQJH�SHJ�ZRXOG�EH�FRQVLGHUDEO\�PRUH�FRPIRUWDEOH�IURP�WKH�(J\SWLDQ�SHUVSHFWLYH�LI�WKH�GROODU�ZHUH�WR�JR�EDFN�GRZQ����SHUFHQW�DJDLQVW�WKH�HXUR��$W�WKDW�SRLQW�,�WKLQN�,�ZRXOG�FRQVLGHU�WKH�TXHVWLRQ�RI�ZKHWKHU�WKH�EDVNHW�VKRXOG�QRW�EH�UHYLVHG�WR�LQYROYH�D�VXEVWDQWLDO�FRPSRQHQW�RI�WKH�HXUR�DV�ZHOO�DV�WKH�GROODU��*RLQJ�EDFN�IRU�D�PRPHQW�WR�WKH�TXHVWLRQ�RI�FDSLWDO�PRELOLW\��(J\SW�GRHV�QRW�KDYH�D�FRPSOHWHO\�RSHQ�FDSLWDO�DFFRXQW��,I�WKH�KHGJH�IXQGV�ZDQW�WR�VSHFXODWH�DJDLQVW�WKH�(J\SWLDQ�SRXQG��IRU�H[DPSOH��LW�LV�YHU\�GLIILFXOW�IRU�WKHP�WR�EH�DEOH�WR�WDNH�VKRUW�SRVLWLRQV�LQ�WKH�(J\SWLDQ�SRXQG�WKH�VDPH�ZD\�WKH\�FRXOG�LQ�WKH�7KDL�EDKW�RU�VRPH�RI�WKH�RWKHU�(DVW�$VLDQ�FXUUHQFLHV��7KXV��ZKLOH�WKHUH�LV�IUHHGRP�RI�(J\SWLDQ�UHVLGHQFH�WR�WDNH�PRQH\�RXW�RI�WKH�FRXQWU\��E\�DQG�ODUJH�WKHUH�LV�QRW�WKH�VDPH�IUHHGRP�WKDW�H[LVWV�LQ�PDQ\�RWKHU�PDUNHWV�IRU�ODUJH�VFDOH�ILQDQFLDO�LQVWLWXWLRQV�WR�WDNH�D�YHU\�ODUJH�VKRUW�SRVLWLRQ�LQ�WKH�GRPHVWLF�FXUUHQF\�DQG�VLPSO\�EORZ�WKH�H[FKDQJH�UDWH�RXW�RI�WKH�ZDWHU��,Q�(J\SW¶V�SUHVHQW�VLWXDWLRQ��,�FHUWDLQO\�ZRXOG�QRW�UHFRPPHQG�IXUWKHU�FDSLWDO�PDUNHW�OLEHUDOL]DWLRQ�WKDW�ZRXOG�SHUPLW�WKRVH�W\SH�RI�VSHFXODWLYH�RSHUDWLRQV�WR�WDNH�SODFH��,I�(J\SW�LV�JRLQJ�WR�PDLQWDLQ�VRPH�W\SH�RI�H[FKDQJH�UDWH�SHJ��WKHQ�LW�ZRXOG�SUREDEO\�ZDQW�WR�FRQWLQXH�WR�OLPLW�WKRVH�W\SH�RI�VSHFXODWLYH�FDSLWDO�PRYHPHQWV���:LWK�UHVSHFW�WR�WKH�IRUHLJQ�H[FKDQJH�PDUNHW��DW�VRPH�SRLQW�(J\SW�PD\�ZDQW�WR�DGRSW�D�PRUH�IOH[LEOH�DWWLWXGH�WRZDUGV�WKH�H[FKDQJH�UDWH�WKDW�ZRXOG�DOORZ�PRUH�PRYHPHQW�LQ�UHVSRQVH�WR�PDUNHW�IRUFHV��$IWHU�WKLV�DGMXVWPHQW��,�ZRXOG�WKLQN�WKH�WUL�SDUWLHG�V\VWHP�\RX�GHVFULEHG�ZRXOG�EHQHILW�IURP�VRPH�IXUWKHU�GHYHORSPHQW��DOORZLQJ�PDUNHWV�WR�SULFH�IRUHLJQ�H[FKDQJH�LQWHUQDOO\��:H�DUH�QRW�\HW�DW�WKDW�VWDJH�RI�GHYHORSPHQW�LQ�(J\SW��7KHUH�KDYH�EHHQ�D�ORW�RI�GLVDVWURXV�H[SHULHQFHV�ZKHUH�FRXQWULHV�WKDW�KDG�SHJJHG�H[FKDQJH�UDWH�UHJLPHV�OLNH�(J\SW�VXGGHQO\�JDYH�XS�RQ�WKH�SHJ�DQG�WKHQ�WKLQJV�MXVW�EOHZ�DSDUW�DQG�QR�RQH�KDG�DQ\�LGHD�ZKDW�WKH�H[FKDQJH�UDWH�VKRXOG�EH���,Q�WKHVH�FLUFXPVWDQFHV��WKH�PDUNHW�WXUQHG�RXW�WR�EH�YHU\�WKLQ�DQG�IOXFWXDWHG�ZLGHO\�RYHU�VKRUW�LQVWDQFHV��,W�ZRXOG�EH�EHWWHU�IRU�(J\SW�WR�DYRLG�WKDW�DQG�UDWKHU�WR�GHYHORS�D�VLWXDWLRQ�ZKHUH�WKH�LQVWLWXWLRQV�RI�D�PRUH�KLJKO\�GHYHORSHG�IRUHLJQ�H[FKDQJH�PDUNHW�FDQ�JUDGXDOO\�HPHUJH���6RPH�GHJUHH�RI�VWDELOLW\�FDQ�EH�SUHVHQW�HYHQ�LQ�FLUFXPVWDQFHV�ZKHUH�WKH�&HQWUDO�%DQN�WLJKWO\�FRQWUROV�WKH�UDWH�DQG�DYDLODELOLW\�RI�IRUHLJQ�H[FKDQJH���
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3DUWLFLSDQW���7KH�TXHVWLRQ�WKDW�ZDV�DQG�LV�VWLOO�EHLQJ�DVNHG�LV�ZK\�LV�WKH�LQWHUQDWLRQDO�PRQHWDU\�V\VWHP�FKDRWLF"�ZKDW�DUH�WKH�SURSRVDOV�IRU�UHIRUP"�DQG�ZK\�WKH\�KDYH�QRW�ZRUNHG"�,Q�WRGD\¶V�ZRUOG�RI�JOREDOL]DWLRQ�DQG�LQFUHDVHG�LQWHUGHSHQGHQFH��WKHVH�TXHVWLRQV�KDYH�EHFRPH�PRUH�SUHVVLQJ���<HW��WKHUH�VWLOO�LV�QR�DQVZHU�WR�WKLV�TXHVWLRQ��,�VXVSHFW�WKDW�ODUJH�VFDOH�FDSLWDO�PRYHPHQWV�FDQ�EH�YHU\�GHVWDELOL]LQJ��3URSRVDOV�KDYH�EHHQ�DGYDQFHG��VXFK�DV�7RELQ¶V�7D[�WR�HQFRXUDJH�WKH�WUDQVIHU�RI�PRQH\�LQ�IDYRU�RI�ORQJHU�WLPH�UDWKHU�VKRUWHU�WLPH���0RQH\�LV�PRYLQJ�HYHU\GD\�RQ�WKH�RUGHU�RI������WULOOLRQ�GXH�WR�HOHFWURQLF�WUDGLQJ��HWF���,�ZRXOG�OLNH�\RXU�YLHZV�RQ�ZKDW�WR�GR�YLV�j�YLV�WKH�PDVVLYH�FDSLWDO�PRYHPHQWV�LQ�WRGD\¶V�JOREDOL]HG�ZRUOG�GRQH�WKURXJK�HOHFWURQLF�WUDGLQJ��'R�\RX�WKLQN�WKHUH�VKRXOG�EH�VRPH�FRQWUROV"��
6SHDNHU� :H�VKRXOG�NHHS�LQ�PLQG�WKDW�ZKHQ�WDONLQJ�DERXW�GHYHORSLQJ�DQG�HPHUJLQJ�PDUNHW�FRXQWULHV��D�JHQHUDO�UXOH�LV�WKDW�WKH\�DUH�QRW�RSHQ�WR�LQWHUQDWLRQDO�FDSLWDO�PRYHPHQWV�RQ�WKH�EDVLV�WKDW�\RX�GHVFULEHG��(J\SW�LV�QRW�LQ�WKH�VLWXDWLRQ�ZKHUH�D�ODUJH�VFDOH�RI�ILQDQFLDO�HQWHUSULVHV�FDQ�HDVLO\�VSHFXODWH�DJDLQVW�WKH�(J\SWLDQ�SRXQG��/LNHZLVH��,�GR�QRW�WKLQN�LW�ZRXOG�EH�GHVLUDEOH�WR�RSHQ�(J\SW¶V�ILQDQFLDO�V\VWHP�WR�PDNH�WKDW�SRVVLEOH�DW�WKLV�VWDJH��(J\SW�LV�QRW�DORQH�LQ�WKDW�VLWXDWLRQ��PRVW�GHYHORSLQJ�FRXQWULHV�DURXQG�WKH�ZRUOG�GR�QRW�KDYH�RSHQ�FDSLWDO�PDUNHWV�LQ�WKH�VDPH�VHQVH�WKDW�WKH�8QLWHG�6WDWHV�DQG�(XUR�DUHD��RU�HYHQ�DGYDQFHG�HPHUJLQJ�PDUNHWV�FRXQWULHV�OLNH�+RQJ�.RQJ�GR���,W�LV�D�PLVWDNH�IRU�FRXQWULHV�WR�PRYH�UDSLGO\�WR�WKDW�W\SH�RI�RSHQQHVV�DV�LW�FUHDWHV�PRUH�SUREOHPV�WKDQ�LW�UHVROYHV���:H�KDYH�QRW�WDONHG�DERXW�WKH�VLWXDWLRQ�LQ�WKH�(J\SWLDQ�EDQNLQJ�V\VWHP��DQG�,�GR�QRW�ZDQW�WR�JHW�LQWR�WKDW�LVVXH�DW�VXEVWDQWLDO�OHQJWK��/HW�PH�VLPSO\�VD\�WKDW�(J\SW�GRHV�QRW�KDYH�D�GRPHVWLF�EDQNLQJ�V\VWHP�WKDW�LV�UHDG\�IRU�IXOO�VFDOH��RSHQ�SDUWLFLSDWLRQ�LQ�WKH�JOREDO�ILQDQFLDO�V\VWHP���7KHUH�DUH�IDU�WRR�PDQ\�H[DPSOHV�RI�FRXQWULHV�WKDW�KDYH�OLEHUDOL]HG�ZLWK�ZHDN�EDQNLQJ�V\VWHPV�DQG�KDYH�SURGXFHG�D�GLVDVWHU���(J\SW�LV�QRW�DW�WKDW�VWDJH�RI�LWV�ILQDQFLDO�GHYHORSPHQW���7KH�VLJQLILFDQW�GHJUHH�RI�FRQWURO�RYHU�LQWHUQDWLRQDO�DQG�ILQDQFLDO�WUDQVDFWLRQV�SUDFWLFHG�DW�SUHVHQW�VKRXOG�QRW�EH�UHPRYHG�VXGGHQO\��RU�\RX�ZLOO�UXQ�WKH�ULVN�RI�FUHDWLQJ�VXEVWDQWLDO�GLIILFXOW\���:KHQ�ORRNLQJ�GRZQ�WKH�URDG�WHQ��ILIWHHQ��RU�WZHQW\�\HDUV��ZH�VKRXOG�IRFXV�RQ�EXLOGLQJ�WKH�LQVWLWXWLRQV�
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WKDW�ZLOO�VXSSRUW�GHYHORSLQJ�WKH�ILQDQFLDO�V\VWHP�RI�WKH�HFRQRP\�WR�PDNH�LW�UHDG\�IRU�VXFK�LQYROYHPHQW����3DUWLFLSDQW� :H�DSSUHFLDWH�YHU\�PXFK�WKH�UHFRPPHQGDWLRQ�PDGH�WKDW�DOO�FRXQWULHV�LQ�WKLV�SDUW�RI�WKH�ZRUOG��HVSHFLDOO\�GHYHORSLQJ�FRXQWULHV��KDYH�WR�WDLORU�WKHLU�H[FKDQJH�UDWH�UHJLPHV�DFFRUGLQJ�WR�WKHLU�QHHGV��+RZHYHU��LQ�WKH�RSLQLRQ�RI�WKH�(J\SWLDQ�EXVLQHVV�FRPPXQLW\��WKH�LPSOLFDWLRQV�RI�NHHSLQJ�WKH�H[FKDQJH�UDWH�UHJLPH�SHJJHG�WR�WKH�GROODU�LV�QRZ�VHULRXVO\�DIIHFWLQJ�WKH�HFRQRP\���:H�DUH�IHHOLQJ�YHU\�GHHS�UHFHVVLRQ�WKDW�KDV�ODVWHG�IRU�D�FRXSOH�\HDUV��LQWHUHVW�UDWHV�DUH�TXLWH�KLJK�LQ�FRPSDULVRQ�WR�WKH�LQIODWLRQ�UDWH�LQ�(J\SW��WKH�DFFXPXODWHG�LQIODWLRQ�GLIIHUHQWLDO�EHWZHHQ�(J\SW�DQG�WKH�PDLQ�WUDGLQJ�SDUWQHUV�LV�OHDGLQJ�WR�D�VXEVWDQWLDO�ORVV�LQ�FRPSHWLWLYHQHVV�RI�WKH�HFRQRP\��DQG�VTXHH]LQJ�WKH�OLTXLGLW\�LV�DIIHFWLQJ�EXVLQHVV�DW�ODUJH��,�NQRZ�\RX�FDQQRW�VSHDN�YHU\�RSHQO\�DERXW�\RXU�UHFRPPHQGDWLRQ�WR�WKH�(J\SWLDQ�JRYHUQPHQW��EXW�ZH�KRSH�WKDW�\RX�PD\�JLYH�WKH�EXVLQHVV�FRPPXQLW\�DQ�LQGLFDWLRQ�RI�WKH�IXWXUH�HFRQRPLF�RXWORRN�RI�WKH�FRXQWU\�VR�WKDW�ZH�PD\�EH�DEOH�WR�FRPH�XS�ZLWK�GHFLVLRQV�UHODWHG�WR�LQYHVWPHQWV��SURVSHULW\��DQG�JURZWK���6SHDNHU���$V�,�LQGLFDWHG�EHIRUH��,�ZLOO�QRW�FRPPHQW�GLUHFWO\�RQ�WKH�LVVXH�RI�H[FKDQJH�UDWH�DGMXVWPHQW��,W�LV�HVVHQWLDO�IRU�WKH�SROLF\�DXWKRULW\�WR�UHFRJQL]H�WKH�UHDOLWLHV�LQ�ZKLFK�WKH\�RSHUDWH��DQG�WKDW�WKRVH�UHDOLWLHV�DUH�YHU\�GLIIHUHQW�IURP�ZKDW�WKH\�ZHUH����\HDUV�DJR��,W�LV�D�UHDOLW\�WKDW�WKH�GROODU�KDV�DSSUHFLDWHG�TXLWH�VWURQJO\�QRZ�DJDLQVW�WKH�HXUR�IURP�ZKHUH�LW�ZDV����\HDUV�DJR���8QGRXEWHGO\��WKH�H[FKDQJH�UDWH�SHJJHG�WR�WKH�GROODU�PDNHV�(J\SWLDQ�EXVLQHVV�OHVV�FRPSHWLWLYH�WKDQ�LI�WKH�HXUR�KDG�VWUHQJWKHQHG�UDWKHU�WKDQ�ZHDNHQHG���,Q�WKDW�W\SH�RI�HQYLURQPHQW��ZKHQ�\RX�KDYH�D�SHJJHG�H[FKDQJH�UDWH�DQG�\RX�DUH�VXIIHULQJ�ORVVHV�RI�IRUHLJQ�H[FKDQJH�UHVHUYHV��WKHUH�LV�UHDOO\�QR DOWHUQDWLYH�EXW�WR�WLJKWHQ�GRPHVWLF�FUHGLW�FRQGLWLRQV�LQ�RUGHU�WR�VWHP�WKH�ORVV�RI�PRUH�H[FKDQJH�UHVHUYHV��,W�LV�D�FRPSOLFDWLQJ�IDFWRU�WKDW�WKH�JRYHUQPHQW�EXGJHW�SRVLWLRQ�LV�SODFLQJ�VLJQLILFDQW�GHPDQGV�IRU�GRPHVWLF�FUHGLW��LWVHOI���7KDW�WHQGV�WR�FURZG�RXW WKH�DYDLODELOLW\�RI�FUHGLW�WR�WKH�SULYDWH�VHFWRU���7KH�SROLF\�QH[XV�QHHGV�WR�EH�DGGUHVVHG�DV�D�ZKROH���,I�\RX�DUH�JRLQJ�WR�VXVWDLQ�WKH�H[FKDQJH�UDWH�SHJ�LQ�H[SHFWDWLRQ�WKDW�WKH�GROODU�ZLOO�FRUUHFW�GRZQZDUG�DJDLQVW�WKH�HXUR��WKHQ�\RX�QHHG�WR�KDYH�VXIILFLHQWO\�WLJKW�ILQDQFLDO�
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SROLFLHV�LQ�WKH�LQWHULP�WR�OLPLW�WKH�ORVV�RI�IRUHLJQ�H[FKDQJH�UHVHUYHV��,I�\RX�GR�QRW�ZDQW�WKDW�WR�LPSDFW�WKH�SULYDWH�EXVLQHVV�VHFWRU�WRR�QHJDWLYHO\�LQ�WHUPV�RI�WKH�FRVW�RU�DYDLODELOLW\�RI�FUHGLW��WKHQ�WKH�JRYHUQPHQW�QHHGV�WR�DGMXVW�LWV ILVFDO�SRVLWLRQ�WR�UHGXFH�GHPDQGV�SODFHG�RQ�WKH�DYDLODEOH�VXSSO\�RI�FUHGLW��,I�\RX�DUH�QRW�SUHSDUHG�WR�WDNH�DQ\�RI�WKRVH�DGMXVWPHQWV��WKHQ�\RX�ILQG�\RXUVHOI�LQ�D�YHU\�GLIILFXOW�VLWXDWLRQ�ZKHUH�\RX�DUH�VRUW�RI�KRSLQJ�WKDW�VRPHWKLQJ�H[WHUQDO�ZLOO�KDSSHQ�WKDW�ZLOO�UHVFXH�WKH�VLWXDWLRQ��,W�LV�FHUWDLQO\�SRVVLEOH�WKDW�LW�FRXOG�KDSSHQ��EXW�,�ZRXOG�QRW�KROG�P\�EUHDWK�WKDW�LW�ZLOO�KDSSHQ�LQ�WKH�QH[W�PRQWK�RU�WZR����3DUWLFLSDQW���7KH�SRXQG�LV�WUDGLQJ�DERXW���WR���SHUFHQW�EHORZ�H[SHFWDWLRQ�DQG�ZH�KDYH�ORVW�DERXW����SHUFHQW�RI�RXU�LQWHUQDWLRQDO�UHVHUYHV�RYHU�WKH�ODVW�\HDU���,�KDYH�WZR�TXHVWLRQV��)LUVW��ZRXOG�\RX�DGYLVH�WKH�DXWKRULWLHV�WR�PRYH�WKH�H[FKDQJH�UDWH�UDWKHU�WKDQ�OHW�WKLQJV�KDSSHQ�WKH�ZD\�WKH\�DUH"�6HFRQG��LQ�FDVH�WKH�SRXQG�LV�GHSUHFLDWHG�E\����RU����SHUFHQW��ZKLFK�VHFWRUV�RI�WKH�HFRQRP\�DUH�WKH�SRWHQWLDO�ORVHUV�DQG�ZLQQHUV"��6SHDNHU� ,Q�WHUPV�RI�WKH�VHFRQG�TXHVWLRQ��LWV�FOHDU�WKDW�LI�\RX�KDYH�DQ�DGMXVWPHQW�RI�WKH�H[FKDQJH�UDWH��JHQHUDOO\�VSHDNLQJ��LW�ZLOO�QRW�EH�WUDQVPLWWHG�LPPHGLDWHO\�WR�DOO�GRPHVWLF�SULFHV�DQG�ZDJH�UDWHV�WKDW�WKH�H[SRUW�UHODWHG�VHFWRUV�RI�WKH�HFRQRP\�WHQG�WR�EHQHILW�IURP���2Q�WKH�RWKHU�KDQG��EHFDXVH�WKH�SULFH�RI�LPSRUWV�XVXDOO\�UHIOHFWV�TXLFNO\�DQ\�XSZDUG�PRYHPHQW�LQ�WKH�SULFH�RI�IRUHLJQ�FXUUHQFLHV��SXUFKDVHV�RI�LPSRUWHG�FDSLWDO�JRRGV�DV�ZHOO�DV�FRQVXPHU�JRRGV�ZLOO�EH�DPRQJ�WKH�ORVHUV��(J\SW�LV�LQ�D�VLWXDWLRQ�ZKHUH�LW�GHULYHV�D�VXEVWDQWLDO�DPRXQW�RI�LWV�H[SRUW�UHYHQXHV�IURP�RLO���6LQFH�RLO�LV�SULFHG�LQWHUQDWLRQDOO\�LQ�WHUPV�RI�GROODUV�WKHUH�LV�D�YHU\�OLWWOH�HIIHFW�RI�H[FKDQJH�UDWH�RQ�WKH�PDJQLWXGH�RI�WKRVH�H[SRUW�SURFHHGV��7KH�RLO�VHFWRU�PD\�HQMR\�VRPH�PDUJLQDO�EHQHILWV�IURP�GHSUHFLDWLRQ��EXW�LW�LV�QRW�WKH�VDPH�WKLQJ�DV�ZRXOG�EH�WUXH�IRU��VD\��WKH�PDQXIDFWXULQJ�VHFWRU���,Q�WHUPV�RI�WKH�H[FKDQJH�UDWH��WKH�HIIHFWLYH�H[FKDQJH�UDWH�KDV�GHSUHFLDWHG�IURP�WKH�RIILFLDOO\�TXRWHG�PDUNHW�UDWH��DW�OHDVW�IRU�D�FHUWDLQ�UDQJH�RI�HFRQRPLF�WUDQVDFWLRQV��7KLV�VLWXDWLRQ�LQ�(J\SW�LV�QRW�XQXVXDO�IURP�ZKDW�ZH�KDYH�REVHUYHG�LQ�D�QXPEHU�RI�RWKHU�FRXQWULHV�ZKHQ�WKHUH�DUH�VXEVWDQWLDO�ORVVHV�RI�UHVHUYHV�DQG�WKH�H[FKDQJH�UDWH�FRPHV�XQGHU�SUHVVXUH��7KHUH�LV�QR�VLQJOH�
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DQVZHU�DV�WR�ZKDW�WR�GR�LQ�WKLV�VLWXDWLRQ��7KHUH�PXVW�EH�UHFRJQLWLRQ�RI�WKH�UDQJH�RI�DOWHUQDWLYHV��,I�\RX�ZDQW�WR�VXVWDLQ�WKH�RIILFLDO�H[FKDQJH�UDWH�ZLWKRXW�WRR�PXFK�VKDGLQJ�DW�WKH�PDUJLQ�LQ�WKH�IDFH�RI�VXEVWDQWLDO�ORVV�RI�UHVHUYHV��WKHQ�WKHUH�LV�OLWWOH�DOWHUQDWLYH�EXW�WR�PDLQWDLQ�UHODWLYHO\�WLJKW�GRPHVWLF�FUHGLW�FRQGLWLRQV��7R�DYRLG�DQ�XQGXH�DQG�ODUJH�EXUGHQ�RQ�WKH�DYDLODELOLW\�RI�FUHGLW�WR�WKH�SULYDWH�VHFWRU��WKHQ�WKH�JRYHUQPHQW�EXGJHW�QHHGV�WR�DGMXVW�WR�UHGXFH�LWV�GHPDQG�RQ�DYDLODEOH�FUHGLW�UHVRXUFHV���7KRVH�DUH�WKH�FKRLFHV�WKDW�DUH�DYDLODEOH�WR�WKH�SROLF\�DXWKRULWLHV�LI�WKHLU�GHFLVLRQ�LV�WKDW�WKH\�ZDQW�WR�VXVWDLQ�WKH�SUHVHQW�H[FKDQJH�UDWH�UHJLPH�DQG�WKH�SUHVHQW�OHYHO�RI�WKH�H[FKDQJH�UDWH�SHJ�LQ�WKH�H[SHFWDWLRQ�WKDW�D�GRZQZDUG�FRUUHFWLRQ�RI�WKH�GROODU�ZLOO�PDNH�WKDW�SHJ�YLDEOH�LQ�WKH�ORQJHU�WHUP���,W�KDV�EHHQ�QRWHG�WKDW�(J\SW�KDV�H[SHULHQFHG�VRPH�FRQVLGHUDEOH�ORVV�RI�UHVHUYHV��(J\SW�KDV�TXLWH�ODUJH�UHVHUYHV�UHODWLYH�WR�LWV�LPSRUW�ELOO��VR�XWLOL]LQJ�VRPH�RI�WKRVH�UHVHUYHV�LQ�WKH�LQWHULP�WR�KHOS�FXVKLRQ�WKH�DGMXVWPHQW�LV�QRW�DQ�XQUHDVRQDEOH�SUDFWLFH���7KHUH�LV�D�OLPLW��KRZHYHU��WR�KRZ�PXFK�RI�WKH�SUREOHP�FDQ�EH�ILQDQFHG�E\�D�UHVHUYH���<RX�PXVW�FRUUHVSRQGLQJO\�PDNH�RWKHU�DGMXVWPHQWV�WR�GHDO�ZLWK�WKH�VLWXDWLRQ����3DUWLFLSDQW� :KDW�,�JDWKHUHG�IURP�ZKDW�'U��0XVVD�VDLG�LV�WKDW��LQ�RQH�ZD\�RU�DQRWKHU��(J\SW�LV�RU�VKRXOG�EH�LQ�WKH�SURFHVV�RI�PRYLQJ�RXW�RI�WKH�FXUUHQW�H[FKDQJH�UDWH�UHJLPH��(J\SW�LV�QRW�D�VPDOO�FRXQWU\�DV�DUH�WKH�&DULEEHDQ�FRXQWULHV�RU�3DQDPD��(J\SW�QHHGV�FDSLWDO�LQIORZ��DQG�LV�DFWXDOO\�UHFHLYLQJ�LQFUHDVLQJO\�PRUH�RI�LW�WKDQ�LW�GLG�LQ�WKH�SDVW��)LQDOO\��ZKDW�LV�SUREDEO\�QHHGHG�LV�D�FRPPLWPHQW�WR�FKDQJLQJ�PRQHWDU\�SROLF\�DQG�ZLOOLQJQHVV�WR�HQGRJRQL]H�DQG�DFFRPPRGDWH��7KH�FXUUHQW�SUDFWLFH�LV�UXQQLQJ�LQWR�VRPH�SUREOHPV�ZLWK�H[FHVVLYH�JRYHUQPHQW�VSHQGLQJ��HWF��7LJKWHQLQJ�WKH�PRQHWDU\�SROLF\�DQG�OHWWLQJ�WKH�LQWHUHVW�UDWH�JR�XS�GR�QRW�VHHP�WR�EH�KHOSLQJ��6RPH�SHRSOH�FRPSODLQ�WKDW�WKH�SULYDWH�VHFWRU�LV�EHLQJ�FURZGHG�RXW�DQG�WKDW�WKH�HFRQRP\�LV�VORZLQJ�GRZQ��,�ZDQWHG�\RX�WR�HODERUDWH��LI�\RX�ZRXOG��RQ�KRZ�FRXQWULHV�VLPLODU�WR�(J\SW�KDYH�PDGH�WKH�WUDQVLWLRQ��KRZ�WKH\�DFWXDOO\�PRYHG�VPRRWKO\�WR�WKH�QH[W�SKDVH��DQG�ZKDW�NLQG�RI�PRQHWDU\�WDUJHW�WKH\�PRYHG�WR"��
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6SHDNHU� ,Q�WHUPV�RI�WKH�H[SHULHQFH��LW�LV�LPSRUWDQW�WR�UHFRJQL]H�WKDW�D�QXPEHU�RI�GLVDVWHUV�KDYH�KDSSHQHG�ZKHUH�FRXQWULHV�VXGGHQO\�DEDQGRQHG�H[FKDQJH�UDWH�SHJV�RI�ORQJ�VWDQGLQJ�GXULQJ�D�FULVLV��7KH�UHVXOW�KDV�EHHQ�D�PHVV�± WKH�H[FKDQJH�UDWH�GHSUHFLDWHV�PDVVLYHO\��ZLGH�VFDOH�ILQDQFLDO�IDLOXUHV�HQVXH��DQG�VR�IRUWK��(J\SW�LV�QRW�LQ�D�VLWXDWLRQ�ZKHUH�WKDW�QHHGV�WR�EH�WKH�RXWFRPH��5HVHUYHV�DUH�KLJK��DQG�WKH�H[WHQW�WR�ZKLFK�WKHUH�LV�D�SUREOHP�ZLWK�WKH�H[FKDQJH�UDWH�OHYHO�LV�FRPSDUDWLYHO\�PRGHVW��QRW�DQ�H[FHSWLRQDOO\�ODUJH�SUREOHP���,�GR�ZDQW�WR�HPSKDVL]H�WKDW�DQ\�H[FKDQJH�UDWH�DQG�DVVRFLDWHG�SROLF\�UHJLPH�LQYROYHV�FRPPLWPHQWV�DQG�WKRVH�FRPPLWPHQWV�DUH�VRPHWLPHV�H[SHQVLYH�WR�PDLQWDLQ�DQG�LQYROYH�LQFRQYHQLHQFH�WR�VRPH�SDUWLHV��$UJHQWLQD�IRU�H[DPSOH��KDV�D�YHU\�ULJLG�H[FKDQJH�UDWH�SHJ��7KHUH�LV�QR�GRXEW�WKDW�LQ������DQG�������WKH�SROLFLHV�WKDW�ZHUH�QHFHVVDU\�WR�VXVWDLQ�WKDW�SHJ�FDXVHG�FRQVLGHUDEOH�GLIILFXOW\�IRU�SULYDWH�EXVLQHVVHV�LQ�$UJHQWLQD��7KHUH�LV�DOVR�YHU\�OLWWOH�GRXEW�WKDW�RYHU�WKH�SDVW�WHQ�\HDUV��$UJHQWLQD�KDV�EHHQ�EHWWHU�VHUYHG�E\�LWV�H[FKDQJH�UDWH�SHJ�SROLF\�WKDQ�LW�ZDV�E\�WKH�HFRQRPLF�DQG�ILQDQFLDO�LQVWDELOLW\�WKDW�FKDUDFWHUL]HG�WKH�SUHFHGLQJ�WKUHH�GHFDGHV���7KH�IDFW�WKDW�D�FRXQWU\�LV�HQFRXQWHULQJ�GLIILFXOW\�RU�VRPH�DPRXQW�RI�HFRQRPLF�SDLQ�LQ�VXVWDLQLQJ�DQ�H[FKDQJH�UDWH�SHJ�GRHV�QRW�PHDQ�WKDW�DEDQGRQLQJ�WKH�SHJ�LV�QHFHVVDULO\�WKH�ULJKW�DQVZHU��,W�LV�D�FKDUDFWHULVWLF�RI�H[FKDQJH�UDWH�SHJV�WKDW�WKH\�KHOS�\RX�VRPH�RI�WKH�WLPH��DQG�FRVW�\RX�DW�RWKHU�WLPHV��(J\SW��WKHUHIRUH��KDV�WR�ORRN�DW�WKH�VLWXDWLRQ�QRW�IURP�WKH�SURVSHFWLYH�RI�ZKDW�LV�FRQYHQLHQW�WRGD\��EXW�ZKDW�LV�WKH�EHVW�SROLF\�UHJLPH�WR�VHUYH�WKH�HFRQRPLF�LQWHUHVW�LQ�WKH�ORQJHU�WHUP��7KDW�EHLQJ�VDLG��,�WKLQN�LW�PXVW�EH�UHFRJQL]HG�WKDW�(J\SW¶V�WUDGH�SDWWHUQ�LV�QRW�YHU\�KHDYLO\�IRFXVHG�RQ�WKH�8QLWHG�6WDWHV�DQG�WKDW�LWV�HFRQRPLF�OLQNDJHV�JRLQJ�IRUZDUG�DUH�SUREDEO\�JRLQJ�WR�EH�PRUH�VWURQJO\�ZLWK�ZHVWHUQ�(XURSH���)XUWKHUPRUH��LQWHU�UHJLRQDO�WUDGH�EHWZHHQ�(J\SW�DQG�VRPH�RI�LWV�UHJLRQDO�WUDGLQJ�SDUWQHUV�ZLOO�SUREDEO\�GHYHORS�WR�D�JUHDWHU�H[WHQW�WKDQ�LW�KDV�VR�IDU���/RRNLQJ�WR�WKH�IXWXUH��DQ�H[FKDQJH�UDWH�RI�WKH�PHGLXP�WHUP�WKDW�SODFHV�VRPHZKDW�OHVV�HPSKDVLV�RQ�WKH�GROODU�GRHV�PDNH�VRPH�VHQVH�DQG�RXJKW�WR�EH�H[DPLQHG�ZKHQ�WKH�WUDGH�UHJLPH�LV�XQGHU�FRQVLGHUDWLRQ���,�WKLQN�LW�LV�DOVR�UHOHYDQW�WR�FRQVLGHU�ZKHWKHU�D�JUHDWHU�GHJUHH�RI�IOH[LELOLW\�LQ�WKH�H[FKDQJH�UDWH�PD\�EH�LQ�\RXU�EHVW�LQWHUHVW�LQ�WKH�ORQJ�UXQ��7KH�H[FKDQJH�UDWHV�EHWZHHQ�WKH�GROODU�DQG�WKH�
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HXUR�DUH�JRLQJ�WR�EH�IOXFWXDWLQJ�XS�DQG�GRZQ��DQG�WKHUH�LV�QRWKLQJ�WKDW�(J\SW�RU�DQ\RQH�HOVH�FDQ�GR�WR�VWRS�WKDW�IURP�KDSSHQLQJ��6RPH�IOH[LELOLW\�LQ�WKH�H[FKDQJH�UDWH�WR�UHDFW�WR�WKRVH�GLVWXUEDQFHV�PD\�EH�D�JRRG�WKLQJ��EXW�RQH�QHHGV�WR�EH�YHU\�FDUHIXO�DERXW�WKDW��0RQHWDU\�SROLF\�GRHV�QHHG�WR�KDYH�D�FOHDU�DQFKRU�LI�LQIODWLRQ�LV�QRW�WR�JHW�RXW�RI�FRQWURO���3HJJLQJ�WKH�H[FKDQJH�UDWH�LV�D�YHU\�XVHIXO�ZD\�RI�SURYLGLQJ�DQ�DQFKRU�IRU�PRQHWDU\�SROLF\��0RVW�FRXQWULHV�WKURXJKRXW�KLVWRU\�KDYH�IRXQG�LW�WR�EH�WKH�EHVW�DQFKRU�IRU�WKHLU�PRQHWDU\�SROLF\���7KH�SHJJHG�H[FKDQJH�UDWH�ZRUNHG�UHDVRQDEO\�ZHOO�LQ������LQ�(J\SW��,W�LV�QRW�VRPHWKLQJ�WKDW�RQH�ZDQWV�WR�WKURZ�DZD\�DOO�RI�D�VXGGHQ�ZLWKRXW�KDYLQJ�D�YLDEOH�DOWHUQDWLYH�WR�JR�WR��:KDW�,�WKLQN�ZRXOG�PDNH�VHQVH�IRU�(J\SW��ZKHQ�DQG�LI�WKH�GHFLVLRQ�LV�PDGH�WR�DOWHU�WKH�H[FKDQJH�UDWH�UHJLPH��LV�WR�GR�VR�JUDGXDOO\���3HUKDSV�VKLIW�WKH�EDVNHW�RI�WKH�SHJ�DQG�LQFUHDVH�WR�VRPH�H[WHQW�WKH�GHJUHH�RI�IOH[LELOLW\�WR�DOORZ�LQVWLWXWLRQV�WR�GHYHORS�LQ�WKH�PDUNHW�WKDW�ZLOO�HQDEOH�WKH�H[FKDQJH�UDWH�WR�PRYH�PRUH�LQ�UHVSRQVH�WR�PDUNHW�IRUFHV���'R�QRW�PRYH�VXGGHQO\�DZD\�IURP�VXEVWDQWLDO�JRYHUQPHQW�LQYROYHPHQW�LQ�VHWWLQJ�WKH�H[FKDQJH�UDWH�DQG�FHUWDLQO\�QRW�WR�PRYH��DW�WKLV�WLPH��WR�VXGGHQO\�OLEHUDOL]H�DOO�IRUPV�RI�FDSLWDO�PRYHPHQW�LQWR�DQG�RXW�RI�WKH�(J\SWLDQ�HFRQRP\���,�WKLQN�\RX�KDYH�D�UHJLPH�WKDW�KDV�ZRUNHG�UHDVRQDEO\�ZHOO�GHVSLWH�LWV�SUHVHQW�SUREOHPV���*UDGXDO�PRGLILFDWLRQ�DQG�DGMXVWPHQW�RI�WKDW�UHJLPH�LV�VRPHWKLQJ�WKDW�VKRXOG�EH�FDUHIXOO\�FRQVLGHUHG��EXW�RQH�VKRXOG�DYRLG�D�VXGGHQ�EUHDN�WKDW�ZRXOG�OHDYH�SHRSOH�ZLWKRXW�DQ\�V\VWHP�DW�DOO�RU�DQ\�FDSDFLW\�WR�XQGHUVWDQG�KRZ�WKH\�PLJKW�RSHUDWH�LQ�LW���
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/LVW�RI�$WWHQGHHV��
$EGHO�$]L]�0��+HJD]\�$EGHO�$]L]�+HJD]\�	�&R���$FFRXQWLQJ�DQG�0DQDJHPHQW�&RQVXOWDQWV��)RUPHU�3ULPH�0LQLVWHU�$EGHO�$]L]�,VPDLO�&UHGLW�0DQDJHU��$UDE�%DQN�&RRSHUDWLRQ�(J\SW�$EGHOPHJLG�0��)DUUDJ�� 3URIHVVRU��)DFXOW\�RI�(FRQRPLFV�DQG�3ROLWLFDO�6FLHQFH��&DLUR�8QLYHUVLW\�$GDP�%HQQHWW�� 'LYLVLRQ�&KLHI��,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)��$GHO�$��%LVKDL�� 3URIHVVRU�RI�(FRQRPLFV��7KH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR��$8&��$KPHG�$QZDU�6ZHLODP�� +HDG�(FRQRPLF�5HVHDUFKHU��$O�1DVU�IRU�([SRUW�&R��$KPHG�%DUGDHL�� &KDLUPDQ��%DQTXH�GX�&DLUH�$KPHG�(LVVD�� 'LYLVLRQ�0DQDJHU��5HVHDUFK��&,%&�$KPHG�+DVKHP�.KHGU�� 'LUHFWRU��'RFXPHQWDWLRQ¶V�3XEOLVKLQJ�&HQWHU��,QVWLWXWH�RI�1DWLRQDO�3ODQQLQJ�$KPHG�0DKPRXG�1RVK\�� 0DQDJHU��(FRQRPLF�5HVHDUFK�'HSDUWPHQW��&HQWUDO�%DQN�RI�(J\SW�$KPHG�6DGHN�)RGD�� 0DQDJLQJ�'LUHFWRU��,QYHVWPHQW�DQG�6HFXULWLHV�*URXS��,6*��$KPHG�6KDODE\�� -RXUQDOLVW��$/�$UDE\�1HZVSDSHU�$LGD�5H]NDOOD�� 5HSUHVHQWDWLYH�IRU�(J\SW��%DQN�&UHGLW�&RPPHUFLDO�GH�)UDQFH�$O�0RWD]�%HOODK�$KPHG�0DQVRXU�� 0DQDJLQJ�'LUHFWRU��0LVU�,UDQ�'HYHORSPHQW�%DQN��0,'%��$OL�/RWI\�� &KDLUPDQ��)LQDQFLDO�(FRQRPLF�&RQVXOWDQF\�&HQWHU��)RUPHU�3ULPH�0LQLVWHU�$OL�6ROLPDQ�� )LUVW�8QGHUVHFUHWDU\��0LQLVWHU�RI�,QWHUQDWLRQDO�&RRSHUDWLRQ�$PDO�$PLQ�� 86$,'�&DLUR�0LVVLRQ�
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$PDO�*DPDO�(O�'LQ�� 6RFLDO�)XQG�IRU�'HYHORSPHQW�$PDQ\�(O�:DVVDO�� 7UDGH�5HVHDUFKHU��0LQLVWU\�RI�(FRQRP\�$VKUDI�$ERX�$ODP�� 0DQDJHU��)RUHLJQ�5HODWLRQV��([SRUW�'HYHORSPHQW�%DQN�$VKUDI�0DKPRXG�� 6HQLRU�9LFH�3UHVLGHQW�	�*HQHUDO�0DQDJHU��$/�$KO\�IRU�'HYHORSPHQW�DQG�,QYHVWPHQW��$',��$VVDG�6��$VVDG�� &KLHI�([HFXWLYH�	�3DUWQHU��)LQDQFLDO�	�,QYHVWPHQW�6WXGLHV�2IILFH�$\PDQ�,��/D]�� &KDLUPDQ�	�0DQDJLQJ�'LUHFWRU��$6.$�)LQDQFLDO�&RQVXOWDQWV�$]L]D�6DP\�� +HDG�RI�(FRQRPLF�'HSDUWPHQW��$O�$KUDP�:HHNO\�&KRXNU\�)RXDG�� $GYLVRU�WR�WKH�0LQLVWHU��0LQLVWU\�RI�)RUHLJQ�$IIDLUV�'RXJODV�<RXQJ�� 3URIHVVRU��8QLYHUVLW\�RI�0RQWDQD�(GPXQG�6DXPV�� )LQDQFLDO�(FRQRPLVW�± 6HFRQG�6HFUHWDU\��(PEDVV\�RI�WKH�8QLWHG�.LQJGRP�)DULG�0DQVRXU�� &RXQUW\�6HQLRU�3DUWQHU��3ULFH�:DWHUKRXVH�&RRSHUV�)DWKL�(O�6D\HK�� -RXUQDOLVW��(O�0RVWDNEDO�1HZVSDSHU�)LRQD�0RIILW�� &RUUHVSRQGHQW��7KH�(FRQRPLVW�,QWHOOLJHQFH�8QLW��(,8��)RXDG�6XOWDQ�� &KDLUPDQ�	�0DQDJLQJ�'LUHFWRU��$O�$KO\�IRU�'HYHORSPHQW�	�,QYHVWPHQW��$',��*DPDO�(O�1D]HU�� &KDLUPDQ�RI�WKH�%RDUG��.DURXQ�,QYHVWPHQW�	�'HYHORSPHQW�&R��*HRUJH�0LQD�� &RXQVHORU��(PEDVV\�RI�$XVWUDOLD�*LODQ�6KLQG\�� )DFXOW\�RI��*RXGD�$EGHO�.KDOHN�� 3URIHVVRU��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH��&DLUR�8QLYHUVLW\��
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+DOD�(O�6DLG�� /HFWXUHU��(FRQRPLFV�'HSDUWPHQW��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH��+DOD�)D\HN�� 6HQLRU�*HQHUDO�0DQDJHU��&RUSRUDWH�%DQNLQJ�*URXS���	�,QYHVWPHQW�%DQNLQJ���&RPPHUFLDO�,QWHUQDWLRQDO�%DQN�+DQDD�.KHLU�(O�'LQ�� 3URIHVVRU�RI�(FRQRPLFV��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH���&DLUR�8QLYHUVLW\�+DQDD�5DP]\�� (FRQRPLFV�$IIDLUV�2IILFH��%ULWLVK�(PEDVV\�+DQDQ�2PDU�.KHGU�/HDG�(FRQRPLF�5HVHDUFKHU��0('$�8QLW�+DQ\�.DGU\�'LPLDQ�� $VVLVWDQW�WR�WKH�0LQLVWHU�RI�(FRQRP\��0LQLVWU\�RI�(FRQRP\�DQG�)RUHLJQ�7UDGH�+D]HP�=DNL�+DVVDP�� &KDLUPDQ��.30*�+D]HP�+DVVDQ�0DQDJHPHQW�&RQVXOWDQW�+HED�(O�'DHP�� $VVLVWDQW�WR�WKH�0LQLVWHU�RI�(FRQRP\��0LQLVWU\�RI�(FRQRP\�DQG�)RUHLJQ�7UDGH�+HEDWDOOD�(O�6DGHN�� /HFWXUHU��(FRQRPLFV�'HSDUWPHQW��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH�+LVKDP�$��)DKP\�� ([HFXWLYH�'LUHFWRU��7KH�$PHULFDQ�&KDPEHU�RI�&RPPHUFH��$0&+$0��+LVKDP�6DOHK�� 'HDOHU��&RPPHUFLDO�,QWHUQDWLRQDO�%DQN��&,%��+XVVHLQ�7DUHN�0RUVL�� +HDG�RI�,QYHVWPHQW��5HVHDUFK�'HSDUWPHQW��*HQHUDO�,QYHVWPHQW�$XWKRULW\�-RKQ�&XPPLQJV�� 6HQLRU�(FRQRPLVW��86,$'�0DJKDZU\�6KDODE\�� (FRQRPLF�5HVHDUFKHU��0LQLVWU\�RI�(FRQRP\�0DKD�*DODO�� 5HVHDUFK�$QDO\VW��0LQLVWU\�RI�(FRQRP\�0DXUR�0HFJDQL�� 5HVLGHQW�5HSUHVHQWDWLYH��,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)��0HUYDW�7DZILN�� 3URMHFW�0DQDJHU��86$,'�&DLUR�0LVVLRQ�0HVEDK�.RWE�� -RXUQDOLVW��$O�$KDO\�1HZVSDSHU��
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0RKDPHG�(O�(ULDQ�� ([HFXWLYH�9LFH�3UHVLGHQW��3DFLILF�,QYHVWPHQW�0DQDJHPHQW�&RPSDQ\��3,0&2��0RKDPHG�6KHULI�6KDUDI�� *HQHUDO�0DQDJHU��(J\SW�.XZDLW�+ROGLQJ�&R��0RKDPHG�7D\PRXU�� &KDLUPDQ��(J\SWLDQ�)LQDQFLDO�*URXS��()*�+HUPHV��0RQD�$ERXO�.KHLU�� (FRQRPLF�5HVHDUFKHU��&RUSRUDWH�)LQDQFH��&RPPHUFLDO�,QWHUQDWLRQDO�,QYHVWPHQW�&R���&,,&��0RQD�.DOGDV�� 3URMHFW�0DQDJHPHQW�6SHFLDOLVW��)LQDQFH�	�,QYHVWPHQW�2IILFHU�(*�3)��86$,'�&DLUR�0LVVLRQ�0RQD�7RHPD�(O�*DUI�� $VVLVWDQW�3URIHVVRU��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH�0RXQLU�$EGHO�1RXU�� 0DQDJLQJ�'LUHFWRU��7KH�(J\SWLDQ�)UHQFK�)RRG�,QGXVWULHV�&R���9LWUDF��1DGHU�0RKDPHG�� 5HVLGHQW�(FRQRPLVW��7KH�:RUOG�%DQN�1DJXL�(/�)D\RXPL�� ([HFXWLYH�'LUHFWRU�	�%RDUG�0HPEHU��7KH�(J\SWLDQ�([SRUWHUV�$VVRFLDWLRQ�± ([SR/LQN�1HYLQH�7DKHU�� $VVLVWDQW�*HQHUDO�0DQDJHU��&RUSRUDWH�%DQNLQJ��(J\SWLDQ�%ULWLVK�%DQN�2PDU�0RKDQQD�� &KDLUPDQ��*OREDO�3URWHFWLRQ��+RQRUDU\�7UHDVXUHU��(&(6�2PQHLD�$PLQ�+HOP\�� $VVLVWDQW�3URIHVVRU�RI�(FRQRPLFV��)DFXOW\�RI�(FRQRPLFV�	�3ROLWLFDO�6FLHQFH�5DQLD�6KHULI�� 6HQLRU�(FRQRPLF�5HVHDUFKHU��0('$�8QLW�6DKDU�1DVU�� 7KH�:RUOG�%DQN�6DPDK�+XVVHLQ�� (FRQRPLF�5HVHDUFKHU��0LQLVWU\�RI�(FRQRP\�6DPLU�.RUD\HP�� &KDLUPDQ��2UELW�6WRFN�%URNHUDJH�+RXVH�6D\HG�(LVVD�� &KDLUPDQ��(O�0LVU\HHQ�6HFXULWLHV�%URNHUV�6D\HG�(O�%RXV�� &RQVXOWDQW��0LQLVWHU�3OHQLSRWHQWLDU\��0LQLVWU\�RI�(FRQRP\�DQG�)RUHLJQ�7UDGH��
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6HKDP�$PLQ�*KDO\�� (FRQRPLF�	�&RPPHUFLDO�6HFWLRQ��(PEDVV\�RI�$UJHQWLQD�6KDGLD�(O�6KHUELQL�� /HDG�(FRQRPLF�5HVHDUFKHU��0('$�8QLW�6KHULQH�(O�6KDZDUE\�� &HQWHU�IRU�(FRQRPLF�DQG�)LQDQFLDO�5HVHDUFK�DQG�6WXGLHV��)DFXOW\�RI�(FRQRPLFV�	3ROLWLFDO�6FLHQFH��7DKHU�+HOP\�� 3DUWQHU��$WWRUQH\�DW�/DZ��%DNHU�	�0F.HQ]LH�/DZ�)LUP��&KDLUPDQ��(&(6�7DUHN�5DGZDQ�� &UHGLW�2IILFHU��$UDE�,QWHUQDWLRQDO�%DQN�7DUHN�6KDPDOD�� /&�'HSDUWPHQW��(J\SWLDQ�$PHULFDQ�%DQN�9ULHV�3RQV�� &RXQWU\�5HSUHVHQWDWLYH��$%1�$PUR�%DQN�5HSUHVHQWDWLYH�2IILFH�IRU�(J\SW�:DJLK�6KLQG\�� 3UHVLGHQW��6KLQGL�,QYHVWPHQW�	�0DQDJHPHQW�&RPSDQ\��)RUPHU�0LQLVWHU�RI�,QYHVWPHQW�DQG�(FRQRPLF�&RRSHUDWLRQ�:LOOLDP�+DGGRQ�� 0DQDJLQJ�'LUHFWRU��+6%&�,QYHVWPHQW�%DQNLQJ�(J\SW�<DVVHU�6REKL�� -RXUQDOLVW��(FRQRPLF�6HFWLRQ��$O�$KUDP�1HZVSDSHU�<RXVVHI�(O�6KDUQRXEL�� %RDUG�0HPEHU��8QLWHG�(QJLQHHUV�
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0LFKDHO�0XVVD¶V�H[WHQVLYH�UHVHDUFK�LQ� WKH�ILHOG�RI�H[FKDQJH�UDWH�SROLF\�KDV�HDUQHG�KLP�WKH�YRLFH�RI�DXWKRULW\���,Q�KLV�OHFWXUH�RQ�³$OWHUQDWLYH�([FKDQJH�5DWH�5HJLPHV�´�KH�RIIHUV�DQ�DUWLFXODWH�GLVFXVVLRQ�RI� WKH�GLYHUVH�UDQJH�RI�UHJLPHV�LQ�XVH� DURXQG� WKH� ZRUOG�� � :KLOH� HPSKDVL]LQJ� WKH� LPSRUWDQFH� RI� PDWFKLQJ� D�FRXQWU\¶V�UHJLPH�WR�LWV�RZQ�XQLTXH�VHW�RI�FKDUDFWHULVWLFV��'U��0XVVD�DUJXHV�WKDW�PRUH� IOH[LEOH� H[FKDQJH� UDWH� UHJLPHV� WHQG� WR� VHUYH� EHWWHU� WKH� LQWHUHVWV� RI�UHODWLYHO\� ODUJH� FRXQWULHV� ZLWK� KHDOWK\� EDQNLQJ� V\VWHPV� DQG� RSHQ� FDSLWDO�DFFRXQWV���+H�IXUWKHU�SRLQWV�RXW�WKDW�IUHTXHQW�RU�VZLIW�FKDQJHV�RI�H[FKDQJH�UDWH�UHJLPHV�DUH�QRW�DGYLVDEOH����1RW�RQO\�LV�'U��0XVVD¶V�SUHVHQWDWLRQ�UHOHYDQW�WR�(J\SW��EXW�DOVR�WLPHO\���+LV�SHUVSHFWLYH� FRPHV� DW� D� WLPH�ZKHQ� WKH�GHEDWH�RQ� WKH�H[FKDQJH� UDWH� UHJLPH�KDV�LQWHQVLILHG� DQG� WKHUH� LV� DQ� DSSDUHQW� QHHG� IRU� JRRG� DGYLFH�� 6XUHO\�� WKLV� QHZ�DGGLWLRQ�WR�WKH�'LVWLQJXLVKHG�/HFWXUH�6HULHV�LV�DQ�LPSRUWDQW�FRQWULEXWLRQ�WR�WKLV�GHEDWH��
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