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,Q� WKHLU� SXUVXLW� WR� H[SODLQ� HFRQRPLF� SHUIRUPDQFH� DQG� SURYLGH� SROLF\� SUHVFULSWLRQV�� PRVW�HFRQRPLVWV� WDNH� VRFLHW\¶V� LQVWLWXWLRQV� IRU�JUDQWHG��7KH\�VHOGRP�TXHVWLRQ�KRZ� WKHVH� LQVWLWXWLRQV�FKDQJH�RYHU�WLPH��$OWKRXJK�HFRQRPLVWV�KDYH�EHHQ�DEOH�WR�PDNH�VLJQLILFDQW�SURJUHVV�E\�IRFXVLQJ�RQ HFRQRPLF� UHODWLRQV�� WKH\� KDYH� QRW� DGHTXDWHO\� DGGUHVVHG� VRPH� IXQGDPHQWDO� LVVXHV� ± IRU�H[DPSOH�� ZK\� VRPH� QDWLRQV� DUH� SRRUHU� WKDQ� RWKHUV�� HYHQ�ZKHQ� WKH\� SRVVHVV� WKH� VDPH� QDWXUDO�UHVRXUFHV��WHFKQRORJ\��DQG�HFRQRPLF�SROLFLHV��DQG��ZK\�FKDQJHV�LQ�WKH�IRUPDO�UXOHV�RI�WKH�JDPH�ZRUN�LQ�VRPH�VHWWLQJV�EXW�IDLO�WR�SURGXFH�WKHLU�LQWHQGHG�UHVXOWV�LQ�RWKHUV��,Q� WKLV� SXEOLFDWLRQ�� 'RXJODVV� 1RUWK� GHYHORSV� D� IUDPHZRUN� IRU� GHDOLQJ� ZLWK� VXFK� GLIILFXOW�TXHVWLRQV�� +H� IRFXVHV� RQ� HFRQRPLF� DQG� LQVWLWXWLRQDO� FKDQJH��+LV� EDVLF� WKHVLV� LV� WKDW� ³UHDOLW\´� LV�QHYHU�NQRZQ�WR�DQ\RQH��+XPDQV�FRQVWUXFW�EHOLHIV�DERXW�WKDW�³UHDOLW\�´�$W�HYHU\�SRLQW�LQ�WLPH��WKH�EHOLHIV�KHOG�E\�WKH�SRZHUIXO�SROLWLFDO�DQG�HFRQRPLF�HQWUHSUHQHXUV�SURGXFH�FHUWDLQ�LQVWLWXWLRQV��ERWK�IRUPDO�DQG�LQIRUPDO�� WKDW�GHWHUPLQH�HFRQRPLF�SHUIRUPDQFH��&RPSHWLWLRQ�DPRQJ�ULYDOV�LQ�VRFLHW\��DORQJ�ZLWK�RWKHU�H[RJHQRXV�IDFWRUV��SURGXFHV�D�QHYHU�HQGLQJ�SURFHVV�RI�LQVWLWXWLRQDO�FKDQJH��7KLV�SURFHVV� LV� LQFUHPHQWDO�DQG�SDWK�GHSHQGHQW��³%LJ�EDQJV´�GR�QRW�ZRUN��QRU�GR�PHUH�FKDQJHV�LQ�WKH�IRUPDO�UXOHV�RI�WKH�JDPH��� 7KH�LPSOLFDWLRQV�RI�1RUWK¶V�WKHVLV�IRU�(J\SW�DUH�FOHDU��(FRQRPLF�UHIRUPV�ZLOO�QRW�SURGXFH�WKH�GHVLUHG�UHVXOWV�ZLWKRXW�LQVWLWXWLRQDO�UHIRUPV��7KH�UHIRUP�SURFHVV�LV�JUDGXDO�DQG�FDQ�EH�H[SHFWHG�WR�WDNH�WLPH��7KH�VXFFHVV�RI�WKLV�SURFHVV�UHTXLUHV�FKDPSLRQV��$V�3URIHVVRU�1RUWK�ZDV�XQDEOH�WR�PDNH�LW�WR�&DLUR��WKLV�HGLWLRQ�RI�WKH�'LVWLQJXLVKHG�/HFWXUH�6HULHV� SUHVHQWV� RQO\� KLV� SDSHU� DQG� QRW� D� VXPPDU\� RI� WKH� GLVFXVVLRQ� ZKLFK� XVXDOO\� IROORZV� D�SUHVHQWDWLRQ� DW�(&(6��+RZHYHU�� WKH� LPSRUWDQFH� RI� WKH� VSHDNHU� DQG� WKH� UHOHYDQFH�RI�KLV� WKHVLV�PRUH�WKDQ�MXVWLI\�WKLV�SXEOLFDWLRQ�LQ�LWV�RZQ�ULJKW��� $KPHG�*DODO�([HFXWLYH�'LUHFWRU��(&(6�)HEUXDU\�����
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����,QWURGXFWLRQ�
7KH�GLVFLSOLQH�RI�HFRQRPLFV�LV�PDGH�XS�RI�D�VWDWLF�ERG\�RI�WKHRU\�WKDW�H[SORUHV�WKH�HIILFLHQF\�RI�UHVRXUFH�DOORFDWLRQ�DW�DQ�LQVWDQW�RI�WLPH�DQG�XQGHU�WKH�UHVWULFWLYH�DVVXPSWLRQV�RI�IULFWLRQOHVV�PDUNHWV��5HFHQW�UHVHDUFK�KDV�H[SORUHG�WKH�QDWXUH�RI�WKH�IULFWLRQV�E\�LQFRUSRUDWLQJ�LQVWLWXWLRQV��WUDQVDFWLRQ�FRVWV��DQG�SROLWLFDO�HFRQRP\�LQWR�HFRQRPLF�DQDO\VLV��WKHUHE\�SURYLGLQJ�WKHRU\�ZLWK�D�EULGJH�WR�WKH�UHDO�ZRUOG�RI�UHDO�HFRQRPLHV��%XW�WKH�ILUVW�FRQVWUDLQW�RI�VWDWLF�DQDO\VLV�LV�WKDW�LV�PDNHV�LW�GLIILFXOW�WR�DQDO\]H�DQG�LPSURYH�WKH�SHUIRUPDQFH�RI�HFRQRPLHV�LQ�D�ZRUOG�RI�FRQWLQXRXV�FKDQJH��,Q�IDFW��HPSOR\LQJ�VWDWLF�WKHRU\�DV�D�VRXUFH�RI�SROLF\�UHFRPPHQGDWLRQ�LQ�D�VHWWLQJ�RI�G\QDPLF�FKDQJH�LV�D�SUHVFULSWLRQ�IRU�SROLFLHV�ZKLFK�SURGXFH�XQDQWLFLSDWHG�DQG�XQGHVLUDEOH�UHVXOWV���7KLV�HVVD\�SURYLGHV�DQ�DSSURDFK�WR�WKH�VWXG\�RI�WKH�SURFHVV�RI�HFRQRPLF�FKDQJH��$OWKRXJK�WKHUH�LV�VWLOO�PXFK�WR�OHDUQ�DERXW�WKH�SURFHVV��WKLV�HVVD\�JLYHV�DQ�DQDO\WLFDO�IUDPHZRUN�KLJKOLJKWLQJ�WKH�SUREOHPV�WKDW�PXVW�EH�FRQIURQWHG�LQ�RUGHU�WR�XQGHUVWDQG�DQG�LPSURYH�HFRQRPLF�SHUIRUPDQFH��)LUVW��WKH�DQDO\VLV�GHVFULEHV�WKH�LQWHQWLRQDO�QDWXUH�RI�KXPDQ�LQWHUDFWLRQ�LQ�D�ZRUOG�RI�SHUYDVLYH�XQFHUWDLQW\��EHIRUH�JRLQJ�RQ�WR�GHVFULEH�WKH�SURFHVV�RI�HFRQRPLF�FKDQJH��,W�FRQFOXGHV�E\�GUDZLQJ�VRPH�LPSOLFDWLRQV�IURP�WKLV�DSSURDFK�WR�WKH�SURFHVV�RI�FKDQJH�ZKLFK�KLJKOLJKW�WKH�ODFXQDH�LQ�FXUUHQW�XQGHUVWDQGLQJ�RI�WKLV�SURFHVV��
����+XPDQ�,QWHUDFWLRQ�LQ�D�:RUOG�RI�3HUYDVLYH�8QFHUWDLQW\�
,Q�FRQWUDVW�WR�VWDQGDUG�WKHRU\�WKDW�GUDZV�LWV�LQVSLUDWLRQ�IURP�SK\VLFV��PRGHOLQJ�WKH�SURFHVV�RI�FKDQJH�PXVW�GHULYH�LWV�LQVSLUDWLRQ�IURP�HYROXWLRQDU\�ELRORJ\��%XW�LQ�FRQWUDVW�WR�'DUZLQLDQ�WKHRU\��LQ�ZKLFK�VHOHFWLRQ�PHFKDQLVPV�DUH�QRW�LQIRUPHG�E\�EHOLHIV�DERXW�WKH�HYHQWXDO�FRQVHTXHQFHV��KXPDQ�HYROXWLRQ�LV�JXLGHG�E\�WKH�SHUFHSWLRQV�RI�WKH�SOD\HUV�ZKR�PDNH�FKRLFHV��GHFLVLRQV��LQ�OLJKW�RI�WKHVH�SHUFHSWLRQV�LQ�RUGHU�WR�SURGXFH�RXWFRPHV�GRZQVWUHDP�WKDW�ZLOO�UHGXFH�WKH�XQFHUWDLQW\�RI�RUJDQL]DWLRQV��� SROLWLFDO��HFRQRPLF��DQG�VRFLDO��� LQ�SXUVXLW�RI�WKHLU�JRDOV��,QVWLWXWLRQDO�FKDQJH��WKHUHIRUH��LV�D�GHOLEHUDWH�SURFHVV�VKDSHG�E\�WKH�SHUFHSWLRQV�RI�WKH�DFWRUV�DERXW�WKH�FRQVHTXHQFHV�RI�WKHLU�DFWLRQV��7KH�LPPHGLDWH�ZD\�LQ�
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ZKLFK�WKH�DFWRUV�WU\�WR�VKDSH�WKHLU�HQYLURQPHQW�LV�E\�DOWHULQJ�WKH�LQVWLWXWLRQDO�IUDPHZRUN�WR�LPSURYH�WKHLU��DQG�WKHLU�RUJDQL]DWLRQV
��FRPSHWLWLYH�SRVLWLRQ��)LYH�SURSRVLWLRQV�PD\�GHVFULEH�WKLV�SURFHVV��� ��� 7KH�FRQWLQXRXV�LQWHUDFWLRQ�EHWZHHQ�LQVWLWXWLRQV�DQG�RUJDQL]DWLRQV�LQ�WKH�HFRQRPLF�VHWWLQJ�RI�VFDUFLW\��WKHUHE\�PDNLQJ�FRPSHWLWLRQ�WKH�NH\�WR�LQVWLWXWLRQDO�FKDQJH�
��� &RPSHWLWLRQ�IRUFHV�RUJDQL]DWLRQV�WR�FRQWLQXDOO\�LQYHVW�LQ QHZ�VNLOOV�DQG�NQRZOHGJH�LQ�RUGHU�WR�� VXUYLYH��7KH�NLQG�RI�VNLOOV�DQG�NQRZOHGJH�LQGLYLGXDOV�DQG�WKHLU�RUJDQL]DWLRQV�DFTXLUH�ZLOO�VKDSH�HYROYLQJ�SHUFHSWLRQV�DERXW�RSSRUWXQLWLHV�DQG�KHQFH�WKH�FKRLFHV�WKDW�ZLOO�LQFUHPHQWDOO\�DOWHU�LQVWLWXWLRQV��
��� 7KH�LQVWLWXWLRQDO�IUDPHZRUN�SURYLGHV�WKH�LQFHQWLYH�VWUXFWXUH�WKDW�GLFWDWHV�WKH�NLQGV�RI�VNLOOV�DQG�NQRZOHGJH�SHUFHLYHG�WR�KDYH�WKH�PD[LPXP�SD\RII��
��� 3HUFHSWLRQV�DUH�GHULYHG�IURP�WKH�PHQWDO�FRQVWUXFWV�RI�WKH�SOD\HUV�
��� 7KH�HFRQRPLHV�RI�VFRSH��FRPSOHPHQWDULWLHV��DQG�QHWZRUN�H[WHUQDOLWLHV�RI�DQ�LQVWLWXWLRQDO�PDWUL[�PDNH�LQVWLWXWLRQDO�FKDQJH�RYHUZKHOPLQJO\�LQFUHPHQWDO�DQG�SDWK�GHSHQGHQW��

&RPSHWLWLRQ��WKH�.H\�WR�,QVWLWXWLRQDO�&KDQJH�
,QVWLWXWLRQV�DUH�WKH�UXOHV�RI�WKH�JDPH��� ERWK�IRUPDO�UXOHV��LQIRUPDO�QRUPV�DQG�WKHLU�HQIRUFHPHQW�FKDUDFWHULVWLFV��7RJHWKHU�WKH\�GHILQH�WKH�ZD\�WKH�JDPH�LV�SOD\HG��2UJDQL]DWLRQV�DUH�WKH�SOD\HUV��7KH\�DUH�PDGH�XS�RI�JURXSV�RI�LQGLYLGXDOV�KHOG�WRJHWKHU�E\�VRPH�FRPPRQ�REMHFWLYHV��(FRQRPLF�RUJDQL]DWLRQV�DUH�ILUPV��WUDGH�XQLRQV��DQG�FRRSHUDWLYHV��SROLWLFDO�RUJDQL]DWLRQV�DUH�SROLWLFDO�SDUWLHV��OHJLVODWXUHV��UHJXODWRU\�ERGLHV��HGXFDWLRQDO�RUJDQL]DWLRQV�DUH�XQLYHUVLWLHV��VFKRROV��YRFDWLRQDO�WUDLQLQJ�FHQWHUV��7KH�LPPHGLDWH�REMHFWLYH�RI�RUJDQL]DWLRQV�PD\�EH�SURILW�PD[LPL]LQJ��IRU�ILUPV��RU�LPSURYLQJ�UHHOHFWLRQ�SURVSHFWV��IRU�SROLWLFDO�SDUWLHV���%XW�WKH�XOWLPDWH�REMHFWLYH�LV�VXUYLYDO�EHFDXVH�DOO�RUJDQL]DWLRQV�OLYH�LQ�D�ZRUOG�RI�VFDUFLW\�DQG�KHQFH�FRPSHWLWLRQ��



(&(6�'/6����1RUWK�-DQXDU\�������

�

&RQWLQXRXV�,QYHVWPHQW�LQ�1HZ�6NLOOV�DQG�.QRZOHGJH�
1HZ�RU�DOWHUHG�RSSRUWXQLWLHV�PD\�EH�SHUFHLYHG�DV�WKH�UHVXOW�RI�H[RJHQRXV�FKDQJHV�LQ�WKH�H[WHUQDO�HQYLURQPHQW�ZKLFK�DOWHU�UHODWLYH�SULFHV�WR�RUJDQL]DWLRQV��RU�WKH�FRQVHTXHQFH�RI�HQGRJHQRXV�FRPSHWLWLRQ�DPRQJ�WKH�RUJDQL]DWLRQV�RI�WKH�SROLW\�DQG�WKH�HFRQRP\��,Q�HLWKHU�FDVH��WKH�XELTXLW\�RI�FRPSHWLWLRQ�LQ�WKH�RYHUDOO�HFRQRPLF�VHWWLQJ�RI�VFDUFLW\�LQGXFHV�HQWUHSUHQHXUV�DQG�WKH�PHPEHUV�RI�WKHLU�RUJDQL]DWLRQV�WR�LQYHVW�LQ�VNLOOV�DQG�NQRZOHGJH��:KHWKHU�E\�OHDUQLQJ�RQ�WKH�MRE�RU�WKURXJK�WKH�DFTXLVLWLRQ�RI�IRUPDO�NQRZOHGJH��LPSURYLQJ�WKH�HIILFLHQF\�RI�WKH�RUJDQL]DWLRQ�UHODWLYH�WR�WKDW�RI�ULYDOV�LV�WKH�NH\�WR�VXUYLYDO��:KLOH�LGOH�FXULRVLW\�LV�VXUHO\�DQ�LQQDWH�VRXUFH�RI�DFTXLULQJ�NQRZOHGJH�LQ�KXPDQ�EHLQJV��WKH�UDWH�RI�DFFXPXODWLQJ�NQRZOHGJH�LV�FOHDUO\�WLHG�WR�WKH�SD\�RIIV��6HFXUH�PRQRSROLHV��ZKHWKHU�RUJDQL]DWLRQV�LQ�WKH�SROLW\�RU�LQ�WKH�HFRQRP\��VLPSO\�GR�QRW�KDYH�WR�LPSURYH�WR�VXUYLYH��%XW�ILUPV��SROLWLFDO�SDUWLHV��RU�HYHQ�LQVWLWXWLRQV�RI�KLJKHU�OHDUQLQJ�IDFHG�ZLWK�ULYDO�RUJDQL]DWLRQV�PXVW�VWULYH�WR�LPSURYH�WKHLU�HIILFLHQF\��:KHQ�FRPSHWLWLRQ
V�PXWHG��IRU�ZKDWHYHU�UHDVRQV���RUJDQL]DWLRQV�ZLOO�KDYH�OHVV�LQFHQWLYH�WR�LQYHVW�LQ�QHZ�NQRZOHGJH�DQG�FRQVHTXHQWO\�ZLOO�QRW�LQGXFH�UDSLG�LQVWLWXWLRQDO�FKDQJH��6WDEOH�LQVWLWXWLRQDO�VWUXFWXUHV�ZLOO�EH�WKH�UHVXOW��9LJRURXV�RUJDQL]DWLRQDO�FRPSHWLWLRQ�ZLOO�DFFHOHUDWH�WKH�SURFHVV�RI�LQVWLWXWLRQDO�FKDQJH��
,QVWLWXWLRQDO�)UDPHZRUN�DV�3URYLGLQJ�WKH�,QFHQWLYH�6WUXFWXUH�
7KHUH�LV�QR LPSOLFDWLRQ�LQ�3URSRVLWLRQ���RI�HYROXWLRQDU\�SURJUHVV�RU�HFRQRPLF�JURZWK��� RQO\�RI�FKDQJH��7KH�LQVWLWXWLRQDO�PDWUL[�GHILQHV�WKH�RSSRUWXQLW\�VHW��EH�LW�RQH�WKDW�PDNHV�LQFRPH�UHGLVWULEXWLRQ�WKH�KLJKHVW�SD\�RII�LQ�DQ�HFRQRP\�RU�RQH�WKDW�SURYLGHV�WKH�KLJKHVW�SD\�RIIV�WR�SURGXFWLYH�DFWLYLW\��:KLOH�HYHU\�HFRQRP\�SURYLGHV�D�PL[HG�VHW�RI�LQFHQWLYHV�IRU�ERWK�W\SHV�RI�DFWLYLW\��WKH�UHODWLYH�ZHLJKWV��DV�EHWZHHQ�UHGLVWULEXWLYH�DQG�SURGXFWLYH�LQFHQWLYHV��DUH�FUXFLDO�IDFWRUV�LQ�WKH�SHUIRUPDQFH�RI�HFRQRPLHV��7KH�RUJDQL]DWLRQV�WKDW�FRPH�LQWR�H[LVWHQFH�ZLOO�UHIOHFW�WKH�SD\�RII�VWUXFWXUH��0RUH�WKDQ�WKDW��WKH�GLUHFWLRQ�RI�WKHLU�LQYHVWPHQW�LQ�VNLOOV�DQG�NQRZOHGJH�ZLOO�HTXDOO\�UHIOHFW�WKH�XQGHUO\LQJ�LQFHQWLYH�VWUXFWXUH��,I�WKH�KLJKHVW�UDWH�RI�UHWXUQ�LQ�DQ�HFRQRP\�FRPHV�IURP�SLUDF\��WKH�RUJDQL]DWLRQV�ZLOO�LQYHVW�LQ�VNLOOV�DQG�NQRZOHGJH�WKDW�ZLOO�PDNH�WKHP�EHWWHU�SLUDWHV��6LPLODUO\��LI�WKHUH�DUH�KLJK�UHWXUQV�WR�SURGXFWLYH�DFWLYLWLHV��RUJDQL]DWLRQV�ZLOO�GHYRWH�UHVRXUFHV�WR�LQYHVWLQJ�LQ�VNLOO�DQG�NQRZOHGJH�
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WKDW�ZLOO�LQFUHDVH�SURGXFWLYLW\��WKH�QHZ�JURZWK�HFRQRPLFV�OLWHUDWXUH�FDQ�EHFRPH�UHOHYDQW�DW�WKLV�SRLQW���7KH�LPPHGLDWH�LQYHVWPHQW�RI�HFRQRPLF�RUJDQL]DWLRQV�LQ�YRFDWLRQDO�DQG�RQ�WKH�MRE�WUDLQLQJ�ZLOO�REYLRXVO\�GHSHQG�RQ�WKH�SHUFHLYHG�EHQHILWV��%XW�DQ�HYHQ�PRUH�IXQGDPHQWDO�LQIOXHQFH�RQ�WKH�IXWXUH�RI�WKH�HFRQRP\�LV�WKH�H[WHQW�WR�ZKLFK�VRFLHWLHV�ZLOO�LQYHVW�LQ�IRUPDO�HGXFDWLRQ��VFKRROLQJ��WKH�GLVVHPLQDWLRQ�RI�NQRZOHGJH��DQG�ERWK�DSSOLHG�DQG�SXUH�UHVHDUFK�ZKLFK�ZLOO�PLUURU�WKH�SHUFHSWLRQV�RI�WKH�HQWUHSUHQHXUV�RI�SROLWLFDO�DQG�HFRQRPLF�RUJDQL]DWLRQV��
0HQWDO�&RQVWUXFWV�RI�WKH�3OD\HUV�
7KH�NH\�WR�WKH�FKRLFHV�LQGLYLGXDOV�PDNH�LV�WKHLU�SHUFHSWLRQV�DERXW�SD\�RIIV��ZKLFK�DUH�D�IXQFWLRQ�RI�WKH�ZD\�WKH�PLQG�LQWHUSUHWV�WKH�LQIRUPDWLRQ�LW�UHFHLYHV��7KH�PHQWDO�FRQVWUXFWV�LQGLYLGXDOV�IRUP�WR�H[SODLQ�DQG�LQWHUSUHW�WKH�ZRUOG�DURXQG�WKHP�DUH�SDUWO\�D�UHVXOW�RI�WKH�JHQHWLF�HYROXWLRQ�RI�WKH�PLQG��SDUWO\�RI�WKHLU�FXOWXUDO�KHULWDJH��SDUWO\�D�UHVXOW�RI�WKH�ORFDO�HYHU\GD\�SUREOHPV�WKH\�FRQIURQW�DQG�PXVW�VROYH��DQG�SDUWO\�D�UHVXOW�RI�QRQ�ORFDO�OHDUQLQJ��7KH�PL[�DPRQJ�WKHVH�VRXUFHV�LQ�LQWHUSUHWLQJ�RQH
V�HQYLURQPHQW�REYLRXVO\�YDULHV�EHWZHHQ��IRU�H[DPSOH��D�3DSXDQ�WULEHVPDQ�RQ�WKH�RQH�KDQG�DQG�DQ�HFRQRPLVW�LQ�WKH�8QLWHG�6WDWHV�RQ�WKH�RWKHU��DOWKRXJK�WKHUH�LV�QR�LPSOLFDWLRQ�WKDW�WKH�ODWWHU
V�SHUFHSWLRQV�DUH�LQGHSHQGHQW�RI�KLV�RU�KHU�FXOWXUDO�KHULWDJH���7KH�LPSOLFDWLRQ�RI�WKH�IRUHJRLQJ�SDUDJUDSK�LV�WKDW�LQGLYLGXDOV�IURP�GLIIHUHQW�EDFNJURXQGV�ZLOO�LQWHUSUHW�WKH�VDPH�HYLGHQFH�GLIIHUHQWO\��7KH\�PD\��LQ�FRQVHTXHQFH��PDNH�GLIIHUHQW�FKRLFHV��,I�WKH�LQIRUPDWLRQ�IHHGEDFN�RI�WKH�FRQVHTXHQFHV�RI�FKRLFHV�ZHUH�FRPSOHWH��LQGLYLGXDOV�ZLWK�WKH�VDPH�XWLOLW\�IXQFWLRQ�ZRXOG�JUDGXDOO\�FRUUHFW�WKHLU�SHUFHSWLRQV�DQG�RYHU�WLPH�FRQYHUJH�WR�D�FRPPRQ�HTXLOLEULXP��%XW�DV�)UDQN�+DKQ�KDV�VXFFLQFWO\�SXW�LW���7KHUH�LV�D�FRQWLQXXP�RI�WKHRULHV�WKDW�DJHQWV�FDQ�KROG�DQG�DFW�XSRQ�ZLWKRXW�HYHU�HQFRXQWHULQJ�HYHQWV�ZKLFK�OHDG�WKHP�WR�FKDQJH�WKHLU�WKHRULHV��� 7KH�UHVXOW�LV�WKDW�PXOWLSOH�HTXLOLEULD�DUH�SRVVLEOH�GXH�WR�GLIIHUHQW�FKRLFHV�E\�DJHQWV�ZLWK�LGHQWLFDO�WDVWHV��
$Q�,QVWLWXWLRQDO�0DWUL[�
7KH�YLDELOLW\��SURILWDELOLW\��DQG�LQGHHG�VXUYLYDO�RI�WKH�RUJDQL]DWLRQV�RI�D�VRFLHW\�W\SLFDOO\�GHSHQG�RQ�WKH�H[LVWLQJ�LQVWLWXWLRQDO�PDWUL[��7KDW�LQVWLWXWLRQDO�VWUXFWXUH�KDV�EURXJKW�WKHP�LQWR�H[LVWHQFH��DQG�WKHLU�
� +DKQ��������S�������
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FRPSOH[�ZHE�RI�LQWHUGHSHQGHQW�FRQWUDFWV�DQG�RWKHU�UHODWLRQVKLSV�KDV�EHHQ�FRQVWUXFWHG�RQ�LW��7ZR�LPSOLFDWLRQV�IROORZ��,QVWLWXWLRQDO�FKDQJH�LV�W\SLFDOO\�LQFUHPHQWDO�DQG�LV�SDWK�GHSHQGHQW��7KLV�LQVWLWXWLRQDO�FKDQJH�RFFXUV�LQ�D�ZRUOG�RI�SHUYDVLYH�XQFHUWDLQW\�RU�DPELJXLW\�ZKHUH�E\�GHILQLWLRQ�RQH�FDQQRW�GHULYH�D�SUREDELOLW\�GLVWULEXWLRQ�RI�SRVVLEOH�RXWFRPHV��� VXFK�DV�LV�SRVVLEOH�ZLWK�GHFLVLRQ�PDNLQJ�LQ�WKH�IDFH�RI�ULVN��LQ�WKH�.QLJKWLDQ�GHILQLWLRQV���7KLV�XQFHUWDLQW\�SHUVLVWV�EHFDXVH�WKH��KXPDQ�ODQGVFDSH��LV�FRQWLQXDOO\�XQGHUJRLQJ�FKDQJH��� FKDQJH�LQGXFHG�LQ�SDUW�E\�QRQ�KXPDQ�DFWLRQ��IRU�H[DPSOH�FKDQJHV�LQ�FOLPDWH��QDWXUDO�GLVDVWHUV��EXW�SULPDULO\�E\�WKH�KXPDQ�DFWRUV�WKHPVHOYHV��+XPDQV�DWWHPSW�WR�UHGXFH�WKDW�XQFHUWDLQW\��RU�FRQYHUW�LW�LQWR�ULVN��E\�OHDUQLQJ��7KH�FXPXODWLYH�OHDUQLQJ�RI�D�VRFLHW\�HPERGLHG�LQ�ODQJXDJH��EHOLHIV��P\WKV��FXVWRPV��� LQ�VKRUW�WKH�FXOWXUH�RI�D�VRFLHW\��� QRW�RQO\�GHWHUPLQHV�VRFLHWDO�SHUIRUPDQFH�DW�D�PRPHQW�RI�WLPH�EXW��LQ�WKH�ZD\�LW�FRQVWUDLQV�WKH�FKRLFHV�RI�WKH�SOD\HUV��FRQWULEXWHV�WR�WKH�QDWXUH�RI�WKH�SURFHVV�WKURXJK�WLPH��+XPDQV�VFDIIROG�ERWK�WKH�PHQWDO�PRGHOV�WKH\�SRVVHVV��� EHOLHI�V\VWHPV��� DQG�WKH�H[WHUQDO�HQYLURQPHQW��� LQVWLWXWLRQV��7KH�IRFXV�KHUH�PXVW�WKHUHIRUH�EH�RQ�KXPDQ�OHDUQLQJ��� RQ�ZKDW�LV�OHDUQHG�DQG�KRZ�LW�LV�VKDUHG�DPRQJ�WKH�PHPEHUV�RI�D�VRFLHW\��RQ�WKH�LQFUHPHQWDO�SURFHVV�E\�ZKLFK�WKH�EHOLHIV�DQG�SUHIHUHQFHV�FKDQJH�WKURXJK�WLPH��DQG�RQ�WKH�ZD\�LQ�ZKLFK�WKH\�VKDSH�WKH�SHUIRUPDQFH�RI�HFRQRPLHV�WKURXJK�WLPH��7KRXJK�RQH�FDQ�GHVFULEH�WKH�SHUIRUPDQFH�E\�LQQXPHUDEOH�VWDWLVWLFV�RQ�LWV�GHPRJUDSKLF��HFRQRPLF��WHFKQRORJLFDO��DQG�LQVWLWXWLRQDO�IHDWXUHV��LW�LV�PRUH�LPSRUWDQW�WR�XQGHUVWDQG�WKH�LQWHUSOD\�EHWZHHQ�DOO�WKHVH�IHDWXUHV�WKDW�PDNHV�LW�ZRUN��7KHUH�DUH�WKUHH�IRXQGDWLRQV�RI�WKH�LQWHUSOD\��WKH�GHPRJUDSK\��ZKLFK�GHVFULEHV�WKH�TXDQWLW\�DQG�TXDOLW\�RI�KXPDQ�EHLQJV��WKH�VWRFN�RI�NQRZOHGJH�WKDW�WKH�VRFLHW\�SRVVHVVHV��ZKLFK�GHWHUPLQHV�WKH�KXPDQ�FRPPDQG�RYHU�QDWXUH��DQG�WKH�LQVWLWXWLRQDO�IUDPHZRUN�WKDW�GHWHUPLQHV�WKH�UXOHV�RI�WKH�JDPH��7KH�GHPRJUDSKLF�FKDUDFWHULVWLFV�LQFOXGH�QRW�RQO\�IHUWLOLW\��PRUWDOLW\��DQG�PLJUDWLRQ�FKDUDFWHULVWLFV�DQG�ODERU�IRUFH�FRPSRVLWLRQ��EXW�DOVR�WKH�VWRFN�RI�KXPDQ�FDSLWDO��GHULYHG�IURP�WKH�VWRFN�RI�NQRZOHGJH���7KH�VWRFN�RI�NQRZOHGJH�LQFOXGHV�QRW�RQO\�WKH�VFLHQWLILF�NQRZOHGJH�WKDW�D�VRFLHW\�SRVVHVVHV��LWV�GLVWULEXWLRQ�LQ�WKH�VRFLHW\��DQG�LWV�DSSOLFDWLRQ�WR�VROYLQJ�SUREOHPV�RI�VFDUFLW\��EXW�DOVR�WKH�EHOLHIV�WKDW�WKH�VRFLHW\�KROGV�WKDW�LQIOXHQFH�WKH�FKRLFHV�PDGH��7KDW�VWRFN�RI�NQRZOHGJH�GHWHUPLQHV�WKH�SRWHQWLDO�XSSHU�ERXQG�RI�WKH�ZHOO�EHLQJ�RI�WKH�VRFLHW\��7KH�LQVWLWXWLRQDO�IUDPHZRUN�GHWHUPLQHV�WKH�LQFHQWLYH�VWUXFWXUH�RI�WKH�VRFLHW\��,W�LV�WKH�LQWHUSOD\�EHWZHHQ�WKHVH�WKUHH�WKDW�VKDSHV�WKH�
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IHDWXUHV�RI�WKH�HFRQRP\��9HU\�OLWWOH�LV�NQRZQ�DERXW�WKLV�LQWHUDFWLRQ��WKRXJK�VRPH�OLPLWHG�K\SRWKHVHV�DERXW�SDUWV�RI�WKH�LQWHUDFWLRQ�GR�H[LVW��6HOI�FRQVFLRXV�PRGHOLQJ�RI�WKLV�LQWHUDFWLRQ�DW�D�PRPHQW�RI�WLPH��PXFK�OHVV�RYHU�WLPH��KDV�QRW�EHHQ�SDUW�RI�WKH�DJHQGD�RI�HFRQRPLVWV��GHYHORSPHQW�HFRQRPLVWV��RU�HFRQRPLF�KLVWRULDQV��%XW�WKLV�EDFNJURXQG�PDNHV�LW�SRVVLEOH�WR�H[SORUH�WKH�SURFHVV�RI�HFRQRPLF�FKDQJH��
����3URFHVV�RI�(FRQRPLF�&KDQJH�
$�EDUH�ERQHV�GHVFULSWLRQ�RI�WKDW�SURFHVV�LV�VWUDLJKWIRUZDUG��7KH��UHDOLW\��RI�D�SROLWLFDO�HFRQRPLF�V\VWHP�LV�QHYHU�NQRZQ�WR�DQ\RQH��EXW�KXPDQV�GR�FRQVWUXFW�HODERUDWH�EHOLHIV�DERXW�WKH�QDWXUH�RI�WKDW��UHDOLW\���� EHOLHIV�WKDW�DUH�ERWK�D�SRVLWLYH�PRGHO�RI�WKH�ZD\�WKH�V\VWHP�ZRUNV�DQG�D�QRUPDWLYH�PRGHO�RI�KRZ�LW�VKRXOG�ZRUN��7KH�EHOLHI�V\VWHP�PD\�EH�EURDGO\�KHOG�ZLWKLQ�WKH�VRFLHW\��UHIOHFWLQJ�D�FRQVHQVXV�RI�EHOLHIV��RU�ZLGHO\�GLVSDUDWH�EHOLHIV�PD\�EH�KHOG��UHIOHFWLQJ�IXQGDPHQWDO�GLYLVLRQV�LQ�SHUFHSWLRQ�DERXW�WKH�VRFLHW\��7KH�GRPLQDQW�EHOLHIV��� WKRVH�RI�SROLWLFDO�DQG�HFRQRPLF�HQWUHSUHQHXUV�LQ�D�SRVLWLRQ�WR�PDNH�SROLFLHV��� SURGXFH�RYHU�WLPH�DQ�HODERUDWH�VWUXFWXUH�RI�LQVWLWXWLRQV��� ERWK�IRUPDO�UXOHV�DQG�LQIRUPDO�QRUPV��� WKDW�GHWHUPLQH�HFRQRPLF�SROLWLFDO�SHUIRUPDQFH��7KH�UHVXOWDQW�LQVWLWXWLRQDO�PDWUL[�LPSRVHV�VHYHUH�FRQVWUDLQWV�RQ�WKH�FKRLFH�VHW�RI�HQWUHSUHQHXUV�ZKHQ�WKH\�VHHN�WR�LQWURGXFH�QHZ�RU�PRGLILHG�LQVWLWXWLRQV�LQ�RUGHU�WR�LPSURYH�WKHLU�HFRQRPLF�RU�SROLWLFDO�SRVLWLRQV��7KH�UHVXOWDQW�SDWK�GHSHQGHQFH�W\SLFDOO\�PDNHV�FKDQJH�LQFUHPHQWDO��%XW�FKDQJH�LV�FRQWLQXDOO\�RFFXUULQJ��DOWKRXJK�WKH�UDWH�ZLOO�GHSHQG�RQ�WKH�GHJUHH�RI�FRPSHWLWLRQ�DPRQJ�RUJDQL]DWLRQV�DQG�WKHLU�HQWUHSUHQHXUV��DV�HQWUHSUHQHXUV�HQDFW�SROLFLHV�WR�LPSURYH�WKHLU�FRPSHWLWLYH�SRVLWLRQ��� SROLFLHV�WKDW�UHVXOW�LQ�DOWHUDWLRQV�RI�WKH�LQVWLWXWLRQDO�PDWUL[�GHVFULEHG�LQ�WKH�SUHYLRXV�VHFWLRQ��7KH�UHVXOW�LV�UHYLVHG�SHUFHSWLRQV�RI�UHDOLW\��DQG�QHZ�HIIRUWV�E\�HQWUHSUHQHXUV�WR�LPSURYH�WKHLU�SRVLWLRQ��7KH�SURFHVV�RI�FKDQJH�LV�QHYHU�HQGLQJ��&KDQJH�FDQ�DOVR�FRPH�IURP�QRQ�KXPDQ�LQGXFHG�FKDQJHV�LQ�WKH�KXPDQ�ODQGVFDSH��VXFK�DV�QDWXUDO�GLVDVWHUV��%XW�RYHUZKHOPLQJO\�KXPDQV�WKHPVHOYHV�LQFUHPHQWDOO\�DOWHU�WKH�KXPDQ�ODQGVFDSH��DV�HYHQ�WKH�PRVW�FXUVRU\�RYHUYLHZ�RI�KXPDQ�KLVWRU\�ZLOO�DWWHVW��,W�LV�RQH�WKLQJ�WR�EH�DEOH�WR�SURYLGH�D�VXPPDU\�GHVFULSWLRQ�RI�WKH�SURFHVV�RI�HFRQRPLF�FKDQJH��,W�LV�VRPHWKLQJ�HOVH�WR�SURYLGH�VXIILFLHQW�FRQWHQW�WR�WKLV�GHVFULSWLRQ�WR�JLYH�XV�DQ�XQGHUVWDQGLQJ�RI�WKLV�SURFHVV��:KDW�LV�UHDOO\�PHDQW�E\�UHDOLW\"�+RZ�GR�EHOLHIV�JHW�IRUPHG"�+RZ�GR�WKH\�FKDQJH"�:KDW�LV�
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WKH�UHODWLRQVKLS�EHWZHHQ�EHOLHIV�DQG�LQVWLWXWLRQV"�7KLV�SDSHU�GRHV�QRW�VHHN�WR�DGG�WR�WKH�DJH�ROG�TXHVWLRQ�RI�SKLORVRSKHUV��� :KDW�LV�UHDOLW\"�%XW�VRFLHW\�GRHV�KDYH�D�GLUHFW�SUDJPDWLF�LQWHUHVW�LQ�ZKDW�SHRSOH�DUH�WU\LQJ�WR�PRGHO�LQ�WKHLU�WKHRULHV��EHOLHIV��DQG�LGHRORJLHV��7KH�SUDJPDWLF�FRQFHUQ�LV�WKH�GHJUHH�WR�ZKLFK�EHOLHIV�FRLQFLGH�ZLWK��UHDOLW\���7R�WKH�H[WHQW�WKDW�WKH\�GR��WKHUH�LV�VRPH�SURVSHFW�WKDW�SROLFLHV�ZLOO�SURGXFH�WKH�LQWHQGHG�UHVXOW��7KH�PRGHO�LV�DOZD\V�D�YHU\�LPSHUIHFW�UHIOHFWLRQ�RI�KRZ�WKH�HFRQRP\�UHDOO\�ZRUNV��,Q�VRPH�FDVHV��WKH�GHIHFWV�DUH�IDWDO��DV�LQ�WKH�FDVH�RI�WKH�FRPPXQLVW�HFRQRPLHV�WKDW�GLVLQWHJUDWHG�LQ������%HOLHIV�DQG�WKH�ZD\�WKH\�HYROYH�DUH�DW�WKH�KHDUW�RI�XQGHUVWDQGLQJ�WKH�SURFHVV�RI�FKDQJH��)RU�WKH�PRVW�SDUW�HFRQRPLVWV��ZLWK�D�IHZ�LPSRUWDQW�H[FHSWLRQV�VXFK�DV�+D\HN��KDYH�LJQRUHG�WKH�UROH�RI�LGHDV�LQ�PDNLQJ�FKRLFHV��:KLOH�WKH�UDWLRQDOLW\�DVVXPSWLRQ�KDV�VHUYHG�HFRQRPLVWV�ZHOO�IRU�D�OLPLWHG�UDQJH�RI�LVVXHV�LQ�PLFUR�WKHRU\��LW�KDV�GHYDVWDWLQJ�OLPLWDWLRQV�ZKHQ�GHDOLQJ�ZLWK�WKH�SURFHVV�RI�HFRQRPLF�FKDQJH��8QGHUVWDQGLQJ�WKH�ZD\�SHRSOH�SHUFHLYH�WKH�ZRUOG�DQG�FRQVWUXFW�H[SODQDWLRQV�DERXW�LW�UHTXLUHV�DQ�XQGHUVWDQGLQJ�RI�KRZ�WKH�PLQG�DQG�EUDLQ�ZRUN��� WKH�VXEMHFW�PDWWHU�RI�FRJQLWLYH�VFLHQFH��7KRXJK�IDU�IURP�D�WKHRU\�RI�OHDUQLQJ�WKDW�ZRXOG�DFFRXQW�IRU�KRZ�WKH�PLQG�ZRUNV��LW�LV�OHDVW�SRVVLEOH�WR�RXWOLQH�WKH�QDWXUH�RI�WKH�SURFHVV��7KH�ILUVW�OHYHO�RI�OHDUQLQJ�HQWDLOV�GHYHORSLQJ�D�VWUXFWXUH�E\�ZKLFK�WR�PDNH�VHQVH�RI�WKH�YDULHG�VLJQDOV�UHFHLYHG�E\�WKH�VHQVHV��7KH�LQLWLDO�DUFKLWHFWXUH�RI�WKH�VWUXFWXUH�LV�JHQHWLF��EXW�LWV�VXEVHTXHQW�GHYHORSPHQW�LV�D�UHVXOW�RI�WKH�H[SHULHQFHV�RI�WKH�LQGLYLGXDO��7KLV�DUFKLWHFWXUH�FDQ�EH�WKRXJKW�RI�DV�JHQHUDWLQJ�DQ�HYHQW�VSDFH�ZKLFK�PDNHV�LW�SRVVLEOH�WR�LQWHUSUHW�SKHQRPHQD��7KH�H[SHULHQFHV�FDQ�EH�FODVVLILHG�LQWR�WZR�NLQGV��� WKRVH�IURP�WKH�SK\VLFDO�HQYLURQPHQW�DQG�WKRVH�IURP�WKH�VRFLRFXOWXUDO�OLQJXLVWLF�HQYLURQPHQW��+XWFKLQV�DQG�+D]OHKXUVW��������7KH�HYHQW�VSDFH�VWUXFWXUH�FRQVLVWV�RI�FDWHJRULHV��� FODVVLILFDWLRQV�WKDW�JUDGXDOO\�HYROYH�IURP�HDUOLHVW�FKLOGKRRG�LQ�RUGHU�WR�RUJDQL]H�VHQVH�SHUFHSWLRQV�DQG�UHJLVWHU��WKURXJK�PHPRU\��WKH�DQDO\WLF�UHVXOWV�DQG�H[SHULHQFHV��%XLOGLQJ�RQ�WKHVH�FDWHJRULHV�PDNHV�LW�SRVVLEOH�WR�IRUP�PHQWDO�PRGHOV�WR�H[SODLQ�DQG�LQWHUSUHW�WKH�HQYLURQPHQW��W\SLFDOO\�LQ�ZD\V�UHOHYDQW�WR�VRPH�JRDO�V���+ROODQG�HW�DO���S�������%RWK�WKH�FDWHJRULHV�DQG�WKH�PHQWDO�PRGHOV�ZLOO�HYROYH�WR�UHIOHFW�WKH�IHHGEDFN�GHULYHG�IURP�QHZ�H[SHULHQFHV��� IHHGEDFN�WKDW�PD\�VWUHQJWKHQ�DQG�FRQILUP�WKH�LQLWLDO�FDWHJRULHV�DQG�PRGHOV�RU�WKDW�PD\�OHDG�WR�PRGLILFDWLRQV��7KXV��WKH�HYHQW�VSDFH�PD\�
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EH�FRQWLQXDOO\�UHGHILQHG�ZLWK�H[SHULHQFH��LQFOXGLQJ�FRQWDFW�ZLWK�RWKHUV
�LGHDV��/HDUQLQJ�ZKLFK�SUHVHUYHV�WKH�FDWHJRULHV�DQG�FRQFHSWV�EXW�SURYLGHV�FKDQJHG�LGHDV�DERXW�GHWDLOV�DQG�WKH�DSSOLFDELOLW\�RI�WKH�H[LVWLQJ�NQRZOHGJH�LV�WKH�VHFRQG�OHYHO�RI�OHDUQLQJ��7RJHWKHU��OHDUQLQJ�ZLWKLQ�D�JLYHQ�VHW�RI�FRQFHSWV�DQG�OHDUQLQJ�ZKLFK�FKDQJHV�WKH�VWUXFWXUH�RI�FRQFHSWV�DQG�PHQWDO�PRGHOV�VXJJHVW�DQ�DSSURDFK�WR�WKH�G\QDPLFV�RI�OHDUQLQJ��7KH�EHOLHI�V\VWHPV�WKDW�HYROYH�IURP�OHDUQLQJ�LQGXFH�SROLWLFDO�DQG�HFRQRPLF�HQWUHSUHQHXUV�LQ�D�SRVLWLRQ�WR�PDNH�FKRLFHV�WKDW�VKDSH�PLFUR�DQG�PDFUR�HFRQRPLF�SHUIRUPDQFH�WR�HUHFW�DQ�HODERUDWH�VWUXFWXUH�RI�UXOHV��QRUPV��FRQYHQWLRQV�DQG�EHOLHIV�HPERGLHG�LQ�FRQVWLWXWLRQV��SURSHUW\�ULJKWV��DQG�LQIRUPDO�FRQVWUDLQWV��7KHVH�LQ�WXUQ�VKDSH�HFRQRPLF�SHUIRUPDQFH��7KLV��VFDIIROGLQJ��QRW�RQO\�FRQVWUDLQV�WKH�FKRLFH�VHW�DW�D�PRPHQW�RI�WLPH�EXW�LV�DOVR�WKH�VRXUFH�RI�SDWK�GHSHQGHQFH��7KXV�ZKHQ�SROLWLFDO�RU�HFRQRPLF�HQWUHSUHQHXUV�VHHN�WR�DOWHU�VRPH�DVSHFW�RI�HFRQRPLF�SHUIRUPDQFH��WKH\�PDNH�FKRLFHV�WKDW�DUH�KDPSHUHG�QRW�RQO\�E\�WKH�VWDQGDUG�FRQVWUDLQWV�RI�WHFKQRORJ\�DQG�LQFRPH�EXW�DOVR�E\�WKLV�VFDIIROGLQJ��7KH�SURFHVV�RI�LQVWLWXWLRQDO�FKDQJH�LV�LQWHQGHG�WR�DOWHU�SHUIRUPDQFH�LQ�D�SDUWLFXODU�GLUHFWLRQ��7KH�DJJUHJDWH�RI�VXFK�LQVWLWXWLRQDO�FKDQJHV�LV�FRQWLQXDOO\�DOWHULQJ�WKH�ZD\�WKH�HFRQRP\�ZRUNV��7KLV�LQ�WXUQ�OHDGV�WR�JUDGXDO�DOWHUDWLRQV�RI�WKH�PRGHOV�LQ�D�QHYHU�HQGLQJ�SURFHVV�RI�HFRQRPLF�FKDQJH��7KURXJKRXW�KLVWRU\�KXPDQV�KDYH�W\SLFDOO\�EHHQ��DW�OHDVW�SDUWO\��ZURQJ�LQ�����WKHLU�XQGHUVWDQGLQJ�RI�WKH�ZD\�WKH�HFRQRP\�ZRUNV������WKH�V\QWKHWLF�IUDPHZRUNV�WKH\�FRQVWUXFW��RU�����WKH�SROLFLHV�WKH\�HQDFW��DW�EHVW��EOXQW�LQVWUXPHQWV�WR�VHUYH�WKHLU�SXUSRVHV��ZKLFK�SURGXFH�XQDQWLFLSDWHG�FRQVHTXHQFHV��,W�LVSRVVLEOH�WR�YLHZ�HFRQRPLF�KLVWRU\�DV�D�JUHDW�VXFFHVV�VWRU\�RI�WKH�HQRUPRXV�LQFUHDVH�LQ�PDWHULDO�ZHOO�EHLQJ�ZKLFK�KDV�UHIOHFWHG�WKH�VHFXODU�JURZWK�LQ�WKH�VWRFN�RI�NQRZOHGJH��%XW�LW�LV�DOVR�D�YDVW�SDQRUDPD�RI�GHFLVLRQV�WKDW�KDYH�SURGXFHG�GHDWK��IDPLQH��VWDUYDWLRQ��GHIHDW�LQ�ZDUIDUH��HFRQRPLF�GHFOLQH�DQG�VWDJQDWLRQ��DQG�LQGHHG�WKH�WRWDO�GLVDSSHDUDQFH�RI�FLYLOL]DWLRQV��(YHQ�WKH�GHFLVLRQV�PDGH�LQ�WKH�VXFFHVV�VWRULHV�KDYH�W\SLFDOO\�EHHQ�DQ�DGPL[WXUH�RI�OXFN�LQWHUPLQJOHG�ZLWK�VKUHZG�MXGJHPHQWV�DQG�XQDQWLFLSDWHG�RXWFRPHV��7DNH��IRU�H[DPSOH��$PHULFDQ�HFRQRPLF�KLVWRU\��)URP�WKH�HDUOLHVW�DWWHPSWV�DW�VHWWOHPHQW��WKURXJK�WKH�FRORQLDO�HUD��WR�WKH�SHUFHSWLRQV�OHDGLQJ�WR�WKH�UHYROXWLRQDU\�ZDU�WKH�FRORQLVWV�KDG�LW��DW�EHVW��KDOI�ULJKW��7KH�&RQVWLWXWLRQ��VXUHO\�D�FODVVLF�RI�VKUHZG�MXGJHPHQW��ZDV�DLGHG�E\�FKDQFH�
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�WKH�HYHQWV�RI�WKH�����V���OXFN��WKH�ER\FRWW�RI�WKH�&RQYHQWLRQ�E\�WKH�DQWL�IHGHUDOLVWV���DQG�XQDQWLFLSDWHG�GHFLVLRQV��WKH�GHYHORSPHQW�RI�WKH�LQGHSHQGHQW�MXGLFLDU\�DQG�WKH�0DUVKDOO�FRXUW���,W�LV�LPSRUWDQW�WR�HPSKDVL]H�WKH�OLPLWV�WR�KXPDQ�XQGHUVWDQGLQJ�EHFDXVH�WKHUH�LV�D�FHUWDLQ�DPRXQW�RI�KXEULV�HYLGHQW�LQ�WKH�DQQXDO�VXUYH\V�E\�WKH�:RUOG�%DQN�DQG�LQ�WKH�ZULWLQJ�RI�RUWKRGR[�HFRQRPLVWV�ZKR�WKLQN�WKDW�QRZ�HYHU\WKLQJ�LV�FOHDU��%XW�LW�LV�LPSRUWDQW�WR�XQGHUVWDQG�WKDW�HYHQ�LI�FXUUHQW�DQDO\VHV�ZHUH�ULJKW�IRU�RQH�HFRQRP\��WKH\�ZRXOG�QRW�QHFHVVDULO\�EH�ULJKW�IRU�DQRWKHU�HFRQRP\��$QG�HYHQ�LI�WKH\�DUH�ULJKW�WRGD\��WKH\�ZLOO�QRW�QHFHVVDULO\�EH�ULJKW�WRPRUURZ��7KLV�LV�QRW�WR�VXJJHVW�WKDW�QRWKLQJ�KDV�EHHQ�OHDUQHG�DERXW�WKH�GHWHUPLQDQWV�RI�HFRQRPLF�SHUIRUPDQFH��%XW�WKH�LPSOLFDWLRQ�RI�WKLV�EULHI�VXUYH\�RI�WKH�VHTXHQFH�RI�VWHSV�IURP�KXPDQ�XQGHUVWDQGLQJ�RI�DQ�HFRQRP\��WR�WKH�VFDIIROGV�KXPDQV�HUHFW��WR�WKH�SROLFLHV�WKHQ�HQDFWHG�WR�DOWHU�HFRQRPLF�SHUIRUPDQFH��LV�WKDW�WKHUH�DUH�LQQXPHUDEOH�MXQFWXUHV�ZKHUH�RQH�FDQ�DQG�GRHV�JR�ZURQJ��&UXFLDO�MXQFWXUHV��FULWLFDO�WR�LPSURYLQJ�WKH�SHUIRUPDQFH�RI�HFRQRPLHV��DUH�WKH�UHVXOW�RI�WKH�ZD\�VFDIIROGV�HYROYHG��DQG�SROLFLHV�ZHUH�IRUPHG��DQG�WKH�ZD\�WLPH�KDV�DIIHFWHG�WKH�IRUPDWLRQ�RI�EHOLHIV��6FDIIROGV�LQFOXGH�WKH�SROLWLFDO�VWUXFWXUH�WKDW�VSHFLILHV�KRZ�KXPDQV�GHYHORS�DQG�DJJUHJDWH�SROLWLFDO�FKRLFHV��WKH�SURSHUW\�ULJKWV�VWUXFWXUH�WKDW�GHILQHV�WKH�IRUPDO�LQFHQWLYHV�LQ�WKH�HFRQRP\��DQG�WKH�LQIRUPDO�FRQVWUDLQWV�RI�QRUPV��FRQYHQWLRQV�DQG�LQWHUQDOO\�KHOG�EHOLHIV��7KH\�KDYH�HYROYHG�RYHU�PDQ\�JHQHUDWLRQV��UHIOHFWLQJ��DV�+D\HN�SRLQWV�RXW���������WKH�WULDO�DQG�HUURU�SURFHVV�ZKLFK�KDV�VRUWHG�RXW�WKRVH�EHKDYLRUDO�SDWWHUQV�WKDW�ZRUN�IURP�WKRVH�WKDW�IDLO��6LQFH�WKH�H[SHULHQFH�RI�HYHU\�VRFLHW\�LV�XQLTXH��WKHVH�VFDIIROGV�ZLOO�GLIIHU�IRU�HDFK�HFRQRP\��7KH\�FRQVWUDLQ�WKH�QXPEHU�RI�SRVVLEOH�FKRLFHV��QRW�RQO\�EHFDXVH�DQ�HFRQRP\¶V�RUJDQL]DWLRQ�LV�EXLOW�RQ�WKH�IRXQGDWLRQV�RI�LWV�LQVWLWXWLRQDO�VWUXFWXUH��DQG�WKHUHIRUH�LWV�VXUYLYDO�GHSHQGV�RQ�LWV�FRQWLQXDQFH��EXW�DOVR�DQG�SHUKDSV�PRUH�IXQGDPHQWDOO\�EHFDXVH�WKH�EHOLHI�V\VWHP��ZKLFK�LV�D�FRPSOHPHQWDU\�SDUW�RI�WKDW�VFDIIROGLQJ��WHQGV�WR�FKDQJH�YHU\�VORZO\��7KLV�VFDIIROGLQJ�LV�ZKDW�PDNHV�SDWK�GHSHQGHQFH�VR�LPSRUWDQW��:KHQ�WKH�VFDIIROGLQJ�FUXPEOHV��DV�LW�GLG�LQ�(DVWHUQ�(XURSH�LQ�������WKH�SUREOHPV�RI�FRQVWUXFWLQJ�D�QHZ�IUDPHZRUN�H[SRVH�SHRSOH¶V�OLPLWHG�XQGHUVWDQGLQJ�RI�WKH�SURFHVV�RI�FKDQJH��(TXDOO\�FUXFLDO�DUH�WKH�SROLFLHV�HQDFWHG�WR�DOWHU�WKH�SHUIRUPDQFH�RI�DQ�HFRQRP\��(YHQ�ZKHQ�WKHUH�LV�D��FRUUHFW��XQGHUVWDQGLQJ�RI�WKH�HFRQRP\�DQG�D��PRUH�RU�OHVV���FRUUHFW��WKHRU\�DERXW�LWV�RSHUDWLRQ��WKH�
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SRWHQWLDO�SROLFLHV�WXUQ�RXW�WR�EH�YHU\�EOXQW�LQVWUXPHQWV��7KH\�FRQVLVW�RI�DOWHUDWLRQV�LQ�WKH�IRUPDO�UXOHV�RQO\��ZKHQ�LQ�IDFW�WKH�SHUIRUPDQFH�RI�DQ�HFRQRP\�LV�D�PL[WXUH�RI�WKH�IRUPDO�UXOHV��WKH�LQIRUPDO�QRUPV��DQG�WKHLU�HQIRUFHPHQW�FKDUDFWHULVWLFV��&KDQJLQJ�RQO\�WKH�IRUPDO�UXOHV�ZLOO�SURGXFH�WKH�GHVLUHG�UHVXOWV�RQO\�ZKHQ�WKH�LQIRUPDO�QRUPV�DUH�FRPSOHPHQWDU\�WR�WKDW�UXOH�FKDQJH�DQG�HQIRUFHPHQW�LV�HLWKHU�SHUIHFW�RU�DW�OHDVW�FRQVLVWHQW�ZLWK�WKH�H[SHFWDWLRQV�RI�WKRVH�DOWHULQJ�WKH�UXOHV��)LQDOO\��WLPH�LV�LPSRUWDQW�EHFDXVH�LW�LV�WKH�GLPHQVLRQ�LQ�ZKLFK�KXPDQ�OHDUQLQJ�RFFXUV��DQG�WKHUH�LV�QR�LPSOLFDWLRQ�LQ�WKH�IRUHJRLQJ�EULHI�GHVFULSWLRQ�RI�WKH�SURFHVV�RI�OHDUQLQJ�WKDW�VXJJHVWV�WKDW�KXPDQV�JHW�LW�ULJKW��,QGHHG�WKURXJKRXW�KLVWRU\�KXPDQV�KDYH�EHHQ�ZURQJ�IDU�PRUH�RIWHQ�WKDQ�WKH\�KDYH�EHHQ�ULJKW��7KH�ULVH�DQG�IDOO�RI�FRPPXQLVP�LQ�WKH�WZHQWLHWK�FHQWXU\�LV�RQO\�D�UHFHQW�LOOXVWUDWLRQ��,W�LV�SUREDEO\�FRUUHFW�WKDW��LI��UHDOLW\��VWD\HG�FRQVWDQW��WKH�IHHGEDFN�IURP�WKH�SROLFLHV�HQDFWHG�ZRXOG�JUDGXDOO\�OHDG�WR�ZKDW�LV�ULJKW��EXW�FKDQJH�DQG�WKHUHIRUH�SHUVLVWHQW�XQFHUWDLQW\�LV�WKH�KXPDQ�ORW���ZKLFK�PHDQV�SHRSOH�ZLOO�FRQWLQXH�WR�JHW�LW�ZURQJ�DW�OHDVW�SDUW�RI�WKH�WLPH������/DFXQDH�LQ�&XUUHQW�8QGHUVWDQGLQJ�7KH�LPSOLFDWLRQV�RI�WKH�IRUHJRLQJ�EULHI�RXWOLQH�RI�WKH�SURFHVV�RI�HFRQRPLF�FKDQJH�DUH�VWUDLJKWIRUZDUG��,I�WKH�REMHFWLYH�LV�WR�LPSURYH�WKH�ORQJ�UXQ�SHUIRUPDQFH�RI�HFRQRPLHV��WKH�HVVHQWLDO�FKDUDFWHULVWLFV�RI�VXFFHVVIXO�HFRQRPLFV�DUH�DYDLODEOH��7KH�EHVW�VLQJOH�SUHGLFWRU�RI�WKH�JURZWK�RI�DQ�HFRQRP\�UHPDLQV�LWV�LQYHVWPHQW�UDWH��7KH�QHZ�JURZWK�HFRQRPLFV�OLWHUDWXUH�KLJKOLJKWV�VRPH�RI�WKH�VSHFLILF�IHDWXUHV�RI�VXFFHVVIXO�GHYHORSPHQW��:KDW�LV�JODULQJO\�PLVVLQJ�IURP�WKLV�OLWHUDWXUH�LV�WKH�LQFHQWLYH�VWUXFWXUH�WR�UHDOL]H�WKHVH�REMHFWLYHV��+RZHYHU��QRW�PXFK�LV�NQRZQ�DERXW�WKH�LQVWLWXWLRQDO�IRXQGDWLRQV�RI�VXFFHVVIXO�GHYHORSPHQW��$�QXPEHU�RI�UHFHQW�HPSLULFDO�VWXGLHV�KDYH�PDGH�FOHDU�WKH�LPSRUWDQFH�RI�WKH�LQVWLWXWLRQDO�PDWUL[�� 7KDW�PDWUL[�EURDGO\�FRPSULVHV�WKH�LQFHQWLYH�VWUXFWXUH�ZKLFK�ZLOO�GHWHUPLQH�WKH�TXDQWLW\�DQG�TXDOLW\�RI�LQYHVWPHQW��:KDW�LV�VWLOO�PLVVLQJ�LV�KRZ�WR�JHW�WKHUH��7KH�NH\�LV�WKH�ZD\�SDWK�GHSHQGHQFH�ZLOO�FRQVWUDLQ�WKH�SURFHVV�RI�LQVWLWXWLRQDO�DQG�HFRQRPLF�FKDQJH��7KH�LPSOLFDWLRQ�RI�WKH�IRUHJRLQJ�DQDO\VLV�LV�WKDW�SDWK�GHSHQGHQFH�FDQ�DQG�ZLOO�SURGXFH�D�ZLGH��YDULHW\�RI�SDWWHUQV�RI�GHYHORSPHQW�GHSHQGLQJ�RQ�WKH�FXOWXUDO�KHULWDJH�DQG�VSHFLILF�KLVWRULFDO�H[SHULHQFH�RI�WKH�HFRQRP\��,QGHHG��WKH�VXFFHVV�RI�79(V��WRZQ��YLOODJH�HQWHUSULVHV��� D�IRUP�RI�
� 6HH�.QDFN�DQG�.HHIHU�������IRU�D�JRRG�VXPPDU\��



(&(6�'/6����1RUWK�-DQXDU\�������

��

RUJDQL]DWLRQ�WKDW�LV�QHLWKHU�D�ILUP�QRU�D�FRRSHUDWLYH��LQ�&KLQD�GRHV�QRW�ILW�DQ\�SUHFRQFHSWLRQV�DERXW�VXFFHVVIXO�LQVWLWXWLRQDO�RUJDQL]DWLRQDO�VWUXFWXUHV�DQG�KDV�EHHQ�D�VREHULQJ�UHPLQGHU�RI�KRZ�PXFK�LV�VWLOO�WR�OHDUQ�DERXW�WKH�SURFHVV��$�GHVFULSWLRQ�RI�WKDW�SURFHVV�LQ�&KLQD�IURP�WKH�HQDFWPHQW�RI�WKH�KRXVHKROG�UHVSRQVLELOLW\�V\VWHP�WUDFHV�D�XQLTXH�SDWK�ZKLFK�KDV�SURGXFHG��VR�IDU��UDSLG�HFRQRPLF�JURZWK��DOWKRXJK�HYHQ�WKDW�VXFFHVV�LV�WHPSHUHG�E\�JURZLQJ�SUREOHPV�RI�79(V���+RSHIXOO\�WKLV�SDSHU�ZLOO�SXW�WR�UHVW�WKH�EHOLHI�LQ�VLPSOLVWLF�JHQHUDO�SDQDFHDV��VXFK�DV��ELJ�EDQJ��RU��VKRFN�WKHUDS\��WKHRULHV��WR�PDJLFDOO\�RYHUFRPH�ODFN�RI�GHYHORSPHQW��,I�SDWK�GHSHQGHQFH�FDQ�KHOS�WR�XQGHUVWDQG�WKH�YDULHW\�RI�GHYHORSPHQW�SDWWHUQV��LW�DOVR�VSHDNV�IRUFHIXOO\�WR�WKH�FRQVWUDLQWV�WKDW�WKH�VFDIIROGV�HUHFWHG�LQ�DQ�HFRQRP\�LPSRVH�RQ LQVWLWXWLRQDO�FKDQJH��7KH�KLVWRULFDOO\�GHULYHG�FRQVWUDLQWV�DUH�VXSSRUWHG�QRW�RQO\�E\�WKH�H[LVWLQJ�RUJDQL]DWLRQV�WKDW�RSSRVH�FKDQJH�EXW�DOVR�E\�WKH�EHOLHI�V\VWHP�WKDW�KDV�HYROYHG�WR�SURGXFH�WKRVH�FRQVWUDLQWV��7KH�UDWH�DQG�GLUHFWLRQ�RI�FKDQJH�ZLOO�EH�GHWHUPLQHG�E\�WKH��VWUHQJWK��RI�WKH�H[LVWLQJ�RUJDQL]DWLRQV�DQG�EHOLHI�V\VWHP��7KH�GHPLVH�RI�FRPPXQLVP�LQ�(DVWHUQ�(XURSH�LQ������UHIOHFWHG�D�FROODSVH�RI�WKH�H[LVWLQJ�EHOLHI�V\VWHP�DQG�FRQVHTXHQW�ZHDNHQLQJ�RI�WKH�VXSSRUWLQJ�RUJDQL]DWLRQV��3ROLF\�PDNHUV�ZHUH�FRQIURQWHG�QRW�RQO\�ZLWK�WKH�SUREOHPV�RI�UHVWUXFWXULQJ�DQ�HQWLUH�VRFLHW\�EXW�DOVR�ZLWK�WKH�EOXQW�LQVWUXPHQW�LQKHUHQW�LQ�SROLF\�FKDQJHV�WKDW�FDQ�RQO\�DOWHU�WKH�IRUPDO�UXOHV�DQG�QRW�WKH�DFFRPSDQ\LQJ�QRUPV�DQG�ZKLFK�KDG�RQO\�OLPLWHG�VXFFHVV�LQ�LQGXFLQJ�HQIRUFHPHQW�RI�SROLFLHV��7KH�UHODWLYH�VXFFHVV�RI�SROLF\�PHDVXUHV���VXFK�DV�WKH�DXFWLRQLQJ�RI�VWDWH�DVVHWV�DQG�WKH�UHHVWDEOLVKPHQW�RI�D�OHJDO�V\VWHP��� LQ�WKH�&]HFK�5HSXEOLF�FRPSDUHG�WR�5XVVLD�UHVXOWHG�IURP�WKH�KHULWDJH�RI�LQIRUPDO�QRUPV�WKDW�PDGH�IRU�WKH�UHODWLYHO\�KDUPRQLRXV�HVWDEOLVKPHQW�RI�WKH�QHZ�UXOHV��2QH�RI�WKH�VKRUWFRPLQJV�RI�UHVHDUFK�LV�WKH�ODFN�RI�DWWHQWLRQ�SDLG�WR�WKH�SROLW\�DQG�WKH�SUREOHP�RI�DJJUHJDWLQJ�FKRLFHV�WKURXJK�WKH�SROLWLFDO�V\VWHP��7KHUH�DUH�VLPSO\�QR�JRRG�PRGHOV�RI�SROLWLHV�LQ�7KLUG�:RUOG��WUDQVLWLRQ��RU�RWKHU�HFRQRPLHV��7KH�LQWHUIDFH�EHWZHHQ�HFRQRPLFV�DQG�SROLWLFV�LV�VWLOO�LQ�D�SULPLWLYH�VWDWH�LQ�WKHRULHV�EXW�LWV�GHYHORSPHQW�LV�HVVHQWLDO�WR�LPSOHPHQW�SROLFLHV�FRQVLVWHQW�ZLWK�LQWHQWLRQV��,Q�WHUPV�RI�WLPH��LI�RQH�DFFHSWV�WKH�FUXGH�VFKHPDWLF�RXWOLQH�RI�WKH�SURFHVV�RI�FKDQJH�ODLG�RXW�DERYH��
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LW�LV�FOHDU�WKDW�FKDQJH�LV�DQ�RQJRLQJ�FRQWLQXRXV�DIIDLU�DQG�WKDW�W\SLFDOO\�LQVWLWXWLRQDO�SUHVFULSWLRQV�UHIOHFW�OHDUQLQJ�IURP�SDVW�H[SHULHQFH��%XW�WKHUH�LV�QR�JXDUDQWHH�WKDW�SDVW�H[SHULHQFHV�ZLOO�SURYLGH�WKH�PDWHULDO�WR�VROYH�QHZ�SUREOHPV��,QGHHG��D�KLVWRULF�GLOHPPD�RI�IXQGDPHQWDO�LPSRUWDQFH�KDV�EHHQ�WKH�GLIILFXOW\�RI�HFRQRPLHV�VKLIWLQJ�IURP�D�SROLWLFDO�HFRQRP\�EDVHG�RQ�SHUVRQDO�H[FKDQJH�WR�RQH�EDVHG�RQ�LPSHUVRQDO�H[FKDQJH��$Q�HTXDOO\�ZUHQFKLQJ�FKDQJH�FDQ�EH�WKH�PRYHPHQW�IURP�D��FRPPDQG��HFRQRP\�WR�D�PDUNHW�HFRQRP\��,Q�ERWK�FDVHV��WKH�QHFHVVLW\�WR�UHVWUXFWXUH�LQVWLWXWLRQV��� ERWK�HFRQRPLF�DQG�SROLWLFDO��� KDV�EHHQ�D�PDMRU�REVWDFOH�WR�GHYHORSPHQW��,W�LV�VWLOO�WKH�PDMRU�REVWDFOH�IRU�7KLUG�:RUOG�DQG�WUDQVLWLRQ�HFRQRPLHV��7KH�EHOLHI�V\VWHP�WKDW�KDV�HYROYHG�DV�D�UHVXOW�RI�WKH�FXPXODWLYH�SDVW�H[SHULHQFHV�RI�D�VRFLHW\�KDV�QRW�HTXLSSHG�LWV�PHPEHUV�WR�FRQIURQW�DQG�VROYH�WKH�QHZ�SUREOHPV��6\VWHPDWLFDOO\�H[SORULQJ�WKH�SURFHVV�RI�HFRQRPLF�FKDQJH�LV�MXVW�EHJLQQLQJ��7KH�ODERUDWRU\�LV�QRW�RQO\�KXPDQ�KLVWRU\�EXW��SDUWLFXODUO\��ZKDW�KXPDQV�DUH�OHDUQLQJ�LQ�WKH�RQJRLQJ�HIIRUWV�WR�LPSURYH�WKH�SHUIRUPDQFH�RI�7KLUG�:RUOG�DQG�WUDQVLWLRQ�HFRQRPLHV��7KRXJK�VRPH�SURJUHVV�KDV�EHHQ�PDGH��WKHUH�LV�VWLOO�D�ORQJ�ZD\�WR�JR���
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5HIHUHQFHV�+D\HN��)�$����������7KH�&RQVWLWXWLRQ�RI�/LEHUW\��&KLFDJR��7KH�8QLYHUVLW\�RI�&KLFDJR�3UHVV���+ROODQG��-RKQ�+���.HLWK�-��+RO\RDN��5LFKDUG�(��1LVEHWW��DQG�3DXO�5��7KDJDUG���������,QWURGXFWLRQ�� 3URFHVVHV�RI�,QIHUHQFH��/HDUQLQJ��DQG�'LVFRYHU\��&DPEULGJH��0,7�3UHVV���+XWFKLQV��(GZLQ�DQG�%ULDQ�+D]OHKXUVW���������/HDUQLQJ�LQ�WKH�&XOWXUDO�3URFHVV���LQ�/DQJWRQ��&���7D\ORU��&���)DUPHU��-���DQG�5DVPXVVHQ�6���HGV���$UWLILFLDO�/LIH�,,���������5HGZRRG�&LW\��&DOLIRUQLD��$GGLVRQ�:HVOH\��SS�����������
.QDFN��6WHSKHQ��DQG�3KLOLS�.HHIHU���������,QVWLWXWLRQDO�DQG�(FRQRPLF�3HUIRUPDQFH��&URVV�FRXQWU\�� 7HVWV�8VLQJ�$OWHUQDWLYH�,QVWLWXWLRQDO�0HDVXUHV���(FRQRPLFV�DQG�3ROLWLFV��������SS�����������
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