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6RXUFH� &HQWUDO�%DQN�RI�%UD]LO



LQFHQWLYHV�WKURXJK�WD[�UHGXFWLRQV�RQ�GRPHVWLF�LQSXWV��7DULIIV�RQ�FHUWDLQ�GXUDEOH�FRQVXPHU�JRRGV�DQG�YHKLFOHV�LQFUHDVHG�IURP����SHUFHQW�WR����SHUFHQW�7KH�SROLF\�PHDVXUHV�KDG�WKH�GHVLUHG�RXWFRPH��(FRQRPLF�JURZWK�VORZHG��DQG�E\�$XJXVW������WKH�WUDGH�EDODQFH�ZDV�SRVLWLYH��&DSLWDO�LQIORZV�DQG�IRUHLJQ�UHVHUYHV�DOVR�UHFRYHUHG��$V�D�UHVXOW��WKH�WD[�RQ�IRUHLJQ�LQYHVWPHQW�LQ�IL[HG�LQFRPH�LQVWUXPHQWV�ZDV�UDLVHG�IURP���SHUFHQW�WR���SHUFHQW��DQG�RQ�ERQG�SODFHPHQWV�IURP�]HUR�WR���SHUFHQW��1HZ�IRUHLJQ�LQYHVWPHQW�LQ�VWRFN�RSWLRQV�DQG�IXWXUHV�PDUNHWV�ZDV�SURKLELWHG��'XULQJ�WKH�IRXUWK�TXDUWHU�RI������WKH�HFRQRPLF�DXWKRULWLHV�EHJDQ�UROOLQJ�EDFN�VRPH�RI�WKH�UHVWULFWLYH�PHDVXUHV�DQG�HDVLQJ�FUHGLW�UHVWULFWLRQV�0H[LFR¶V�VKRFN�KDG�D�OLPLWHG��VKRUW�WHUP�LPSDFW�RQ�WKH�%UD]LOLDQ�HFRQRP\��FRQILQHG�WR�D�VLJQLILFDQW�GHFOLQH�LQ�IRUHLJQ�UHVHUYHV�DQG�LQIORZV�RI�SRUWIROLR�LQYHVWPHQW�GXULQJ�WKH�ILUVW�IRXU�PRQWKV�IROORZLQJ�WKH�FROODSVH��7KH�VWDELOL]DWLRQ�DFKLHYHG�E\�WKH�5HDO�3ODQ VXUYLYHG�WKH�VKRFN��DQG�E\�PLG������SROLF\�PDNHUV�IDFHG�WKH�VDPH�IXQGDPHQWDO�FKDOOHQJHV�DV�EHIRUH�WKH�VKRFN��,Q�EURDG�WHUPV��LQVXIILFLHQW�ILVFDO�DGMXVWPHQW�FRQWLQXHG�WR�LPSRVH�DQ�H[FHVVLYH�EXUGHQ�RQ�PRQHWDU\��FUHGLW��DQG�H[FKDQJH�UDWH�SROLFLHV�
����7KH�&RVWV�RI�5HDO�([FKDQJH�5DWH�$SSUHFLDWLRQ7KH�0H[LFDQ�FULVLV�VKRZV�WKDW�WKH�HIIHFWV�RI�UHDO�DSSUHFLDWLRQ�FRPSRXQG�VORZO\��DQG�WKDW�H[SRUW�JURZWK�LV�QRW�D�VXIILFLHQW�WHVW�RI�RYHUYDOXDWLRQ��,I�SULYDWH�VDYLQJV�DUH�IDOOLQJ�DQG�WKH�HFRQRP\�LV�QRW�JURZLQJ��WKH�UHDO�H[FKDQJH�UDWH�LV�SUREDEO\�RXW�RI�EDODQFH��$W�WKDW�SRLQW��UHGXFLQJ�LQIODWLRQ�EHORZ����SHUFHQW�VKRXOG�QR�ORQJHU�EH�D�SULRULW\�IRU�SROLF\�PDNHUV��DQG�WKH�XVH�RI�DQ�H[FKDQJH�UDWH�DQFKRU�WR�FRQWURO�LQIODWLRQ�PXVW�EH�UHYLHZHG�7KH�FRVWV�RI�UHDO�DSSUHFLDWLRQ�FRPSRXQG�VORZO\��7KH�UXQ�RQ�WKH�0H[LFDQ�SHVR�KLJKOLJKWHG�WKH�YRODWLOLW\�RI�PDQ\�IRUPV�RI�FDSLWDO�PRYHPHQW�DQG�WKH�ULVNV�WKDW�DULVH�ZKHQ�FDSLWDO�LQIORZV�VXVWDLQ�H[FKDQJH�UDWH�RYHUYDOXDWLRQ�DQG�ODUJH�FXUUHQW�DFFRXQW�GHILFLWV��7KH�FULVLV�WRRN�\HDUV�WR�GHYHORS�EHFDXVH�WKH�ULVNV�DQG�FRVWV�RI�RYHUYDOXDWLRQ�JURZ�VORZO\�DQG�H[SORGH�VXGGHQO\��$V�ORQJ�DV�UHVHUYHV�DQG�FDSLWDO�IORZV�DUH�DYDLODEOH��WKH�WHPSWDWLRQ�WR FRQWLQXH�WR�XVH�WKH�H[FKDQJH�UDWH�WR�NHHS�LQIODWLRQ�XQGHU�FRQWURO�VHHPV�LUUHVLVWLEOH��7KLV�SKHQRPHQRQ�RI�DFFXPXODWHG�UHDO�DSSUHFLDWLRQ�FDQ�EH�GHWHFWHG�LQ�WKUHH�/DWLQ�$PHULFDQ�VWDELOL]DWLRQ�SURJUDPV�WKDW�XVHG�WKH�H[FKDQJH�UDWH�DV�D�QRPLQDO�DQFKRU��&KLOH�GXULQJ�WKH�SHULRG�����±����0H[LFR�GXULQJ�����±����DQG�$UJHQWLQD�GXULQJ�����±���0H[LFR�LQ�WKH�����V�KDG�PXFK�LQ�FRPPRQ�ZLWK�&KLOH�GXULQJ�WKH�ODWH�����V�DQG�HDUO\�����V��&KLOH�DOVR�XVHG�WKH�H[FKDQJH�UDWH�WR�UHGXFH�LQIODWLRQ��,W�H[SHULHQFHG�UHDO�DSSUHFLDWLRQ� VL]DEOH�FDSLWDO�LQIORZV��ODUJH�H[WHUQDO�GHILFLWV²DQG�LQ�������D�ELJ�GHYDOXDWLRQ�DQG�UHFHVVLRQ�0H[LFR�DQG�$UJHQWLQD�UHFHQWO\�IROORZHG�D�VLPLODU�VWDELOL]DWLRQ�SDWK��UHGXFLQJ�LQIODWLRQ�E\�



XVLQJ�DQ�H[FKDQJH�UDWH�DQFKRU��EXLOGLQJ�XS�ILVFDO�VXUSOXVHV��SXUVXLQJ�WUDGH�OLEHUDOL]DWLRQ��DQG�VXSSRUWLQJ�SULYDWL]DWLRQ��%RWK�FRXQWULHV�DOVR�HQKDQFHG�SURGXFWLYLW\�E\�UHIRUPLQJ�JRRGV�DQG�ODERU�PDUNHWV��%XW�ILVFDO�DGMXVWPHQW�DQG�SURGXFWLYLW\�JURZWK�DUH�QRW�HQRXJK�WR�FRXQWHUEDODQFH�DQ�RYHUYDOXHG�H[FKDQJH�UDWH��EHFDXVH�RYHUYDOXDWLRQ�HQFRXUDJHV�D�GHFOLQH�LQ�VDYLQJV�DV�UHVLGHQWV�VXEVWLWXWH�SUHVHQW�IRU�IXWXUH�FRQVXPSWLRQ��0H[LFR¶V�H[SRUWV�ZHUH�JURZLQJ�VWURQJO\�LQ�������EXW�QDWLRQDO�VDYLQJV�KDG�GHFOLQHG�WR�YHU\�ORZ�OHYHOV�������SHUFHQW�RI�*'3���2YHUYDOXDWLRQ�LQ�&KLOH�GXULQJ�����±���ZDV�DOVR�FKDUDFWHUL]HG�E\�D�ORZ�OHYHO�RI�VDYLQJV��DYHUDJLQJ�MXVW����SHUFHQW�RI�*'3�GXULQJ�����±����0LOHVL�)HUUHWL�DQG�5D]LQ��������2YHUYDOXDWLRQ�DOVR�KLQGHUV�HFRQRPLF�DFWLYLW\�EHFDXVH�RI�WKH�KLJK�LQWHUHVW�UDWHV�QHHGHG�WR�PDLQWDLQ�WKH�FDSLWDO�LQIORZV�WKDW�VXSSRUW�WKH�H[FKDQJH�UDWH��$V�JURZWK�GZLQGOHV��VDYLQJV�GHFOLQH�IXUWKHU��OHDGLQJ�WR�D�YLFLRXV�FLUFOH�RI�ORZ�VDYLQJV�DQG�ORZ�JURZWK�7KH�DFFXPXODWHG�UHDO�DSSUHFLDWLRQ�RI�WKH�0H[LFDQ��&KLOHDQ��DQG�$UJHQWLQH�GRPHVWLF�FXUUHQFLHV�GXULQJ�WLPHV�RI�FULVLV�LV�VKRZQ�LQ�ILJXUHV�������DQG����7KH�DFFXPXODWHG�UHDO�DSSUHFLDWLRQ�LV�WKH�DUHD�EHWZHHQ�WKH�OLQH�UHSUHVHQWLQJ�GRPHVWLF�LQIODWLRQ�DQG�WKH�OLQH�UHSUHVHQWLQJ�IRUHLJQ�LQIODWLRQ�LQ�GRPHVWLF�FXUUHQF\��,Q�D�JLYHQ�\HDU�WKH�UDWH�RI�UHDO�DSSUHFLDWLRQ�LV�HTXDO�WR�� ^���S������S
����H�`����ZKHUH�S LV�WKH�GRPHVWLF�LQIODWLRQ�UDWH���S
 LV�WKH�LQIODWLRQ�UDWH�LQ�LQGXVWULDO�FRXQWULHV��DQG�H LV�WKH�UDWH�RI�QRPLQDO�GHSUHFLDWLRQ�7KH�WKUHH�ILJXUHV�KDYH�VRPH�FRPPRQ�SDWWHUQV��,Q�HDFK�ILJXUH��LQIODWLRQ�GURSV�TXLFNO\�IROORZLQJ�WKH�LQWURGXFWLRQ�RI�D�VWDELOL]DWLRQ�SURJUDP�EDVHG�RQ�WKH�H[FKDQJH�UDWH�DQFKRU��5HDO�DSSUHFLDWLRQ�LQFUHDVHV�LQ�WKH�ILUVW�\HDU�RI�WKH�SURJUDP��DIWHU�WKH�ILUVW�\HDU�WKH�UDWH�RI�FKDQJH�LQ�UHDO�DSSUHFLDWLRQ�GHFOLQHV�VLJQLILFDQWO\��$OWKRXJK�LQIODWLRQ�TXLFNO\�FRQYHUJHV�ZLWK�IRUHLJQ�LQIODWLRQ�LQ�GRPHVWLF�FXUUHQF\��LW�UHPDLQV�DERYH�LW�GXULQJ�WKH�\HDUV�WKDW�SUHFHGH�WKH�FULVLV��OHDGLQJ�WR�DFFXPXODWHG�RYHUYDOXDWLRQ��,Q�DOO�WKUHH�FDVHV�WKH�FULVLV�WDNHV�WLPH�WR�GHYHORS��EHFDXVH�WKH�HIIHFW�RI�UHDO�DSSUHFLDWLRQ�FRPHV�DIWHU�D�ODJ��+RZHYHU��WKH�FXUUHQW�DFFRXQW�GHILFLW�LQFUHDVHV�DV�UHDO�DSSUHFLDWLRQ�DFFXPXODWHV�,Q�WKH�HQG��WKH�HFRQRPLF�SUREOHPV�FUHDWHG�E\�RYHUYDOXDWLRQ�PDQLIHVW�WKHPVHOYHV�LQ�GUDPDWLF�ZD\V��,Q�&KLOH�LQ������DQG�0H[LFR�LQ�������WKH�SHVR�FROODSVHG��OHDGLQJ�WR�GLIILFXOW�DGMXVWPHQW�PHDVXUHV��,Q�$UJHQWLQD�LQ����������SHUFHQW�RI�WKH�ODERU�IRUFH�EHFDPH�XQHPSOR\HG�%UD]LO�LV�HQWHULQJ�LWV�VHFRQG�\HDU�RI�ORZ�LQIODWLRQ��DQG�WKH�GDQJHUV�RI�UHDO�DSSUHFLDWLRQ�DUH�ZDLWLQJ�DKHDG��%XW�SROLF\�PDNHUV�KDYH�DEVRUEHG�WKH�OHVVRQV�IURP�$UJHQWLQD��&KLOH��DQG�0H[LFR��$W�WKH�VWDUW�RI�WKH�SURJUDP�WKH\�FKRVH�LQVWLWXWLRQDO�IOH[LELOLW\�DQG�DGRSWHG�D�UHJLPH�RI�H[FKDQJH�UDWH�EDQGV��7KHVH�EDQGV�KDYH�DOUHDG\�EHHQ�DGMXVWHG�IRXU�WLPHV�VLQFH�WKH�SURJUDP�EHJDQ��5HDO�DSSUHFLDWLRQ�DFFXPXODWHG�LQ������ZDV�SDUWLDOO\�FRUUHFWHG�LQ������



)LJXUH��� $FFXPXODWHG�5HDO�$SSUHFLDWLRQ��0H[LFR�����������
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)LJXUH��� $FFXPXODWHG�5HDO�$SSUHFLDWLRQ��&KLOH�����������
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)LJXUH��� $FFXPXODWHG�5HDO�$SSUHFLDWLRQ��$UJHQWLQD�����������
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7KHUH�DUH�EDG�DQG�JRRG�XVHV�RI�WKH�H[FKDQJH�UDWH�DQFKRU�LQ�VWDELOL]DWLRQ�SURJUDPV� %UD]LO�KDV�OHDUQHG�WKDW�VXVWDLQHG�VWDELOL]DWLRQ�GHSHQGV�RQ�ILVFDO�HTXLOLEULXP��%XW�ILVFDO�DXVWHULW\�LV�GLIILFXOW�WR�DFKLHYH�DQG�UHTXLUHV�WLPH�FRQVXPLQJ�UHIRUPV��7KXV�LW�LV�HVVHQWLDO�WR�GHYHORS�D�VKRUW�WHUP�VWUDWHJ\�ZKHQ�PDNLQJ�WKH�WUDQVLWLRQ�IURP�KLJK�LQIODWLRQ��ZLWK�SHULRGV�PDUNHG�E\�ODUJH�ILVFDO�DQG�TXDVL�ILVFDO�GHILFLWV��FDSLWDO�IOLJKW��DQG�PHFKDQLVPV�WKDW�SHUSHWXDWH�LQIODWLRQ��WR�ORZ�LQIODWLRQ��FRQVLVWHQW�ZLWK�VPDOO�DQG�VXVWDLQDEOH�GHILFLWV��7KH�ZURQJ�ZD\��7KH�H[FKDQJH�UDWH�PXVW�EH�XVHG�GXULQJ�WKH�ILUVW�VWDJH�RI�HDVLQJ�IRXU�GLJLW�DQQXDO�LQIODWLRQ�EHFDXVH�LW�V\QFKURQL]HV�H[SHFWDWLRQV�DQG�VWRSV�PHFKDQLVPV��VXFK�DV�IRUPDO�LQGH[DWLRQ��WKDW�WHQG�WR�SHUSHWXDWH�LQIODWLRQ��$IWHU�LQIODWLRQ�KDV�EHHQ�EURXJKW�GRZQ�WR�GRXEOH�GLJLWV��KRZHYHU��FRQWLQXHG�XVH�RI�WKH�H[FKDQJH�UDWH�SURGXFHV�VHULRXV�GLVWRUWLRQV�7R�VXVWDLQ�H[WHUQDO�HTXLOLEULXP�DQG�UHGXFH�WUDGH�GHILFLWV�DV�WKH�UHDO�H[FKDQJH�UDWH�DSSUHFLDWHV��SROLF\�PDNHUV�RIWHQ�XVH�PRQHWDU\�SROLF\�WR�UHGXFH�DJJUHJDWH�GHPDQG��7KH�GLIIHUHQFH�EHWZHHQ�GRPHVWLF�DQG�IRUHLJQ�LQWHUHVW�UDWHV�LQFUHDVHV�H[WHUQDO�ERUURZLQJ�DQG�VXVWDLQV�UHDO�DSSUHFLDWLRQ��%XW�6DUJHQW�DQG�:DOODFH¶V������XQSOHDVDQW�DULWKPHWLF�KDV�VKRZQ�WKDW�WLJKW�PRQHWDU\�SROLF\�FDQQRW�NLOO�LQIODWLRQ�ZKHUH�SHUVLVWHQW�EXGJHW�GHILFLWV�DUH�SUHVHQW��)XUWKHUPRUH��KLJK�UHDO�LQWHUHVW�UDWHV�PDNH�ILVFDO�DGMXVWPHQW�HYHQ�PRUH�GLIILFXOW�EHFDXVH�WKH\�LQFUHDVH�SXEOLF�GHEW�VHUYLFLQJ��7KH\�DOVR�FRQWULEXWH�WR�WKH�GHWHULRUDWLRQ�RI�EDQN�SRUWIROLRV�DQG�LQFUHDVH�WKH�QHHG�IRU�VXEVLGLHV�WR�UHFDSLWDOL]H�EDQNV��,W�LV�QRW�HDV\�WR�UHGXFH�UHDO�LQWHUHVW�UDWHV�ZLWKRXW�JHQHUDWLQJ�PRUH�LQIODWLRQ��LW�UHTXLUHV�D�ERRVW�RI�FRQILGHQFH�WKDW�FDQ�RQO\�EH�DFKLHYHG�ZLWK�D�UHDOLVWLF�H[FKDQJH�UDWH�SROLF\�DQG�DQ�LPSURYHPHQW�LQ�ILVFDO�DQG�FXUUHQW�DFFRXQW�EDODQFHV�7KH�ULJKW�ZD\� ,W�LV�GLIILFXOW�WR�PDNH�WKH�SXEOLF�DQG�SROLF\�PDNHUV�DFFHSW�WKH�WUXWK�WKDW�LQIODWLRQ�ZLOO�QRW�GLVDSSHDU�FRPSOHWHO\�EHFDXVH�RI�LQHUWLD�DQG�UHPDLQLQJ�ILVFDO�LPEDODQFHV��%XW�WU\LQJ�WR�IRUFH�LQIODWLRQ�GRZQ�WR�VLQJOH�GLJLW�OHYHOV�E\�XVLQJ�PRQHWDU\�DQG�H[FKDQJH�UDWH�SROLFLHV�UHGXFHV�GRPHVWLF�VDYLQJV�DQG�FUHDWHV�XQVXVWDLQDEOH�FXUUHQW�DFFRXQW�GHILFLWV��7KXV��FRUUHFWLQJ�FXUUHQW�DFFRXQW�GHILFLWV�WKURXJK�WLJKW�PRQHWDU\�SROLFLHV�WKDW�UHGXFH�GHPDQG�IRU�ERWK�GRPHVWLF�DQG�IRUHLJQ�JRRGV�LV�QRW�D�VROXWLRQ�WR�WKH�SUREOHP��6XFK�DQ�DSSURDFK�NLOOV�JURZWK��DQG�ZKHQ�JURZWK�GLVDSSHDUV�VR�GR�SULYDWH�VDYLQJV��$FFHSWLQJ�LQIODWLRQ�EHWZHHQ����DQG����SHUFHQW�PD\�HDVH�QHFHVVDU\�DGMXVWPHQWV�,Q�%UD]LO��ZLWK�WKH�UHFHQW�VKDUS�GHFOLQH�LQ�LQIODWLRQ��EDQNV�ORVW�WKH�UHYHQXH�IURP�WKH�LQIODWLRQ�WD[�RQ�GHPDQG�GHSRVLWV��ZKLFK�DPRXQWHG�WR�PRUH�WKDQ�86���ELOOLRQ�LQ�������DFFRUGLQJ�WR�FDOFXODWLRQV�IURP�WKH�&HQWUDO�%DQN��)XUWKHUPRUH��KLJK�UHDO�LQWHUHVW�UDWHV�KDYH�FRQWULEXWHG�WR�WKH�GHWHULRUDWLRQ�RI�FRPPHUFLDO�EDQN�SRUWIROLRV��7KH�QXPEHU�RI�EDQNV�JUHZ�IURP�OHVV�WKDQ�����LQ������WR�PRUH�WKDQ�����LQ�������VRPH�RI�WKHVH�ZLOO�KDYH�WR�GLVDSSHDU�RU�PHUJH��)URP �����WR�HDUO\�������WKH�&HQWUDO�%DQN�KDG�DOUHDG\�OLTXLGDWHG����VPDOO�EDQNV��DQG�LQWHUYHQHG�LQ�ILYH�VWDWH�EDQNV�DQG�WKUHH�SULYDWH�EDQNV��.HHSLQJ�LQWHUHVW�UDWHV�WRR�KLJK�DQG�OLTXLGLW\�WLJKW�WR�IRUFH�LQIODWLRQ�GRZQ�PD\�SURGXFH�JDLQV�LQ�LQIODWLRQ�UHGXFWLRQ�WKDW�DUH�ODWHU�ORVW�LQ�D�EDQNLQJ�FULVLV��



7KHUHIRUH��WKH�FRQVWUDLQW�LPSRVHG�E\�D�JURXS�RI�XQVRXQG�EDQNV�PXVW�EH�WDNHQ�LQWR�DFFRXQW�ZKHQ�IRUPXODWLQJ�LQIODWLRQ�WDUJHWV�/RZHU�UHDO�LQWHUHVW�UDWHV�ZRXOG�DOVR�FRQWULEXWH�WR�WKH�ILVFDO�DGMXVWPHQW��DV�ZRXOG�SULYDWL]DWLRQ��8VLQJ�SULYDWL]DWLRQ�WR�UHGXFH�SXEOLF�GHEW�ZLOO�SHUPLW�D�OHVV�SDLQIXO�SDWK�E\�UHGXFLQJ�GHEW�VHUYLFH��,W�ZLOO�DOVR�ERRVW�FRQILGHQFH�DQG�KHOS�UHGXFH�WKH�GLIIHUHQFH�EHWZHHQ�GRPHVWLF�DQG�IRUHLJQ�LQWHUHVW�UDWHV��%UD]LO�LQWURGXFHG�LWV�SULYDWL]DWLRQ�SURJUDP�LQ�������,Q������WKH�FHQWUDO�JRYHUQPHQW�VWLOO�FRQWUROOHG�DERXW�RQH�KXQGUHG�HQWHUSULVHV��$PRQJ�WKHVH�����DUH�LQ�WHOHFRPPXQLFDWLRQV��ILYH�LQ�HOHFWULFLW\�����LQ�RLO��DQG����DUH�SDUW�RI�WKH�&RPSDQ\�RI�WKH�9DOH�GR�5LR�'RFH��WKH�UHVW�DUH�VPDOO�WUDQVSRUW�HQWHUSULVHV��KRVSLWDOV��DQG�GDWD�SURFHVVLQJ�HQWHUSULVHV��7KH�HOHFWULFLW\�FRPSDQLHV��ZLWK�D�PDUNHW�YDOXH�RI�����ELOOLRQ��DQG�&RPSDQ\�RI�WKH�9DOH�GR�5LR�'RFH��ZRUWK�����ELOOLRQ��DUH�VODWHG�WR�EH�SULYDWL]HG�GXULQJ������'HVSLWH�RSSRVLWLRQ�IURP�ODERU�XQLRQV�DQG�VRPH�SROLWLFDO�IRUFHV��WKH�SULYDWL]DWLRQ�SURJUDP�LV�SRSXODU��$�SULYDWL]DWLRQ�FRXQFLO�GLUHFWO\�XQGHU�WKH�SUHVLGHQW�DQG�WKH�1DWLRQDO�%DQN�RI�'HYHORSPHQW�FRRUGLQDWH�WKH�SURJUDP��7KH�SURFHVV�DQG�UXOHV�DUH�WUDQVSDUHQW��7KH�DXFWLRQV�DUH�FRQGXFWHG�RQ�%UD]LO¶V�VWRFN�H[FKDQJH��:LWK�WKH�IXQGDPHQWDOV�LQ�SODFH��WKH�SURJUDP�QRZ�QHHGV�WR�EH�DFFHOHUDWHG�
����7KH�&KDOOHQJHV�$KHDG�IRU�%UD]LO7KH�FKDOOHQJHV�LQ�FXWWLQJ�ILVFDO�GHILFLWV�DQG�PDLQWDLQLQJ�D�FRPSHWLWLYH�H[FKDQJH�UDWH�DUH�GLIILFXOW��EXW�WKH�SURVSHFWV�DUH�JRRG��%UD]LO¶V�HFRQRPLF�DXWKRULWLHV�DUH�DZDUH�WKDW�VXVWDLQDEOH�VWDELOL]DWLRQ�ZLOO�UHTXLUH�VPDOO�FXUUHQW�DFFRXQW�GHILFLWV�WKDW�DUH�ILQDQFHG�E\�VXVWDLQDEOH�PHGLXP� DQG�ORQJ�WHUP�FDSLWDO�IORZV��7R�UHFRQFLOH�D�VPDOO�FXUUHQW�DFFRXQW�GHILFLW�ZLWK�WKH�FDSLWDO�LQYHVWPHQW�QHHGHG�IRU�JURZWK��GRPHVWLF�VDYLQJV�PXVW�LQFUHDVH��,QFUHDVHG�VDYLQJV�FDQ�EH�DFKLHYHG�E\�UHGXFLQJ�JRYHUQPHQW�GHILFLWV�DQG�FUHDWLQJ�DQ�HQYLURQPHQW�WKDW�HQFRXUDJHV�SULYDWH�VDYLQJV��)LVFDO�DXVWHULW\�ZLOO�GHSHQG�RQ�ORQJHU�WHUP�VWUXFWXUDO�UHIRUPV��LQFOXGLQJ�DGPLQLVWUDWLYH��WD[��DQG�VRFLDO�VHFXULW\�UHIRUPV��&RQVWLWXWLRQDO�DPHQGPHQWV�ZLOO�EH�QHHGHG�WR�LPSOHPHQW�VRPH�RI�WKHVH�UHIRUPV��7KH�RXWORRN�IRU�FRQJUHVVLRQDO�VXSSRUW�LV�KRSHIXO��VLQFH�WKH�WZR�PDLQ�RSSRVLWLRQ�SDUWLHV�FRPPDQG�MXVW����SHUFHQW�RI�WKH�ORZHU�KRXVH�RI�&RQJUHVV�'XULQJ�������%UD]LO�PDGH�LPSRUWDQW�SURJUHVV�LQ�DGYDQFLQJ�VWUXFWXUDO�UHIRUPV��RSHQLQJ�WKH�ZD\�IRU�SULYDWH�DFWLYLW\�LQ�WHOHFRPPXQLFDWLRQV�DQG�QDWXUDO�JDV�GLVWULEXWLRQ��HQGLQJ�WKH�GLVWLQFWLRQ�EHWZHHQ�%UD]LOLDQ�DQG�IRUHLJQ�HQWHUSULVHV�LQ�PLQLQJ�DQG�HOHFWULFLW\��DQG�DOORZLQJ�IRUHLJQ�VKLSSLQJ�FRPSDQLHV�WR�WUDQVSRUW�JRRGV�EHWZHHQ�%UD]LOLDQ�SRUWV�$�QXPEHU�RI�RWKHU�UHIRUPV�ZLOO�EULQJ�ORQJ�UXQ�UHVXOWV�DQG�KHOS�LQFUHDVH�VDYLQJV��$�SURSRVHG�FRQVWLWXWLRQDO�DPHQGPHQW�RQ�SXEOLF�DGPLQLVWUDWLRQ��WKH�MXGLFLDU\��DQG�FLYLO�VHUYLFH��DPRQJ�RWKHU�JRDOV��VHHNV�WR�LQFUHDVH�WKH�HIILFLHQF\�RI�SXEOLF�DGPLQLVWUDWLRQ��KHOS�EDODQFH�SXEOLF�
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$IWHU�SUHVHQWLQJ�KHU�SDSHU��&DUGRVR�EULHIO\�GUHZ�WKH�LPSOLFDWLRQV�RI�KHU�DQDO\VLV�UHJDUGLQJ�H[FKDQJH�UDWH�SROLF\�IRU�(J\SW��7KH�SUHVHQWDWLRQ�SURYRNHG�D�OLYHO\�GHEDWH�LQ�ZKLFK�WKH�NH\�SDUWLFLSDQWV ZHUH�$GHO�%LVKDL��+HED�+DQGRXVVD��DQG�6DLG�(O�1DJJDU�IURP�WKH�DFDGHPLF�FRPPXQLW\�DQG�UHVHDUFK�LQVWLWXWLRQV��6DPLU�7REDU��<RXVVHI�%RXWURV�*KDOL�DQG�+DPGL�6DODK�IURP�WKH�JRYHUQPHQW��DQG�)XDG�6XOWDQ��+D]HP�+DVVDQ�DQG�0RKDPHG�0DQVRXU�IURP�WKH�SULYDWH�VHFWRU����6HH�$SSHQGL[�,,�IRU�D�FRPSOHWH�OLVW�RI�WKH�DWWHQGHHV�DQG�WKHLU�DIILOLDWLRQV��7KH�IROORZLQJ�LV�D�VXPPDU\�RI�WKH�GLVFXVVLRQ�
�� ,V�7KHUH�2YHUYDOXDWLRQ�RU�1RW"&DUGRVR�FRQWHQGHG�WKDW�WKH�TXHVWLRQ�LV�GHEDWDEOH��EXW�WKDW�WKHUH�KDV�FHUWDLQO\�EHHQ�UHDO�DSSUHFLDWLRQ�EHWZHHQ������������ILJXUH����(J\SW�KDV�PDGH�WUHPHQGRXV�SURJUHVV�VLQFH������RQ�WZR�IURQWV��$V�LQ�%UD]LO��WKHUH�KDV�EHHQ�D�ELJ�ILVFDO�HIIRUW��%XGJHW�GHILFLWV�FDPH�GRZQ�IURP����SHUFHQW�RI�*'3�LQ�WKH�HDUO\�����V�WR�FORVH�WR�����SHUFHQW�LQ�������6HFRQG��WKHUH�ZDV�WKH�H[FKDQJH�UDWH�XQLILFDWLRQ�LQ�������DQG�D�ELJ�GHYDOXDWLRQ²KRZ�PXFK�LV�GLIILFXOW�WR�WHOO��EHFDXVH�WKHUH�ZDV�QR�XQLTXH�H[FKDQJH�UDWH�LQ������WR�FRPSDUH�WR�WKH�QHZ�H[FKDQJH�UDWH�DW�WKH�HQG�RI�������7KH�QXPEHUV�PD\�EH����SHUFHQW�RU����SHUFHQW� ,Q�WKDW�\HDU�LQIODWLRQ�URVH��SDUWO\�EHFDXVH�WKH�ILVFDO�VLWXDWLRQ�ZDVQ¶W�JRRG�DQG�SDUWO\�EHFDXVH�GHYDOXDWLRQ�KDV�DQ�LQIODWLRQDU\�LPSDFW��$����RU����SHUFHQW�GHYDOXDWLRQ�LV�YHU\�ELJ��VR�LQIODWLRQ�LQ������LQ�(J\SW�ZDV�KLJK��RQ�DYHUDJH�DURXQG����SHUFHQW��EXW�ORRNLQJ�DW��WKH�'HFHPEHU�'HFHPEHU�UDWH��LW�ZDV����SHUFHQW��7KHQ�DV�WKH�H[FKDQJH�UDWH�ZDV�SHJJHG��RU�VLJQLILFDQW�GHYDOXDWLRQ�DYRLGHG��WKH�LQIODWLRQ�UDWH�FDPH�GRZQ��EXW�PRUH�VORZO\�WKDQ�WKH�GHSUHFLDWLRQ�UDWH��%HWZHHQ�����������LW�ZDV�DURXQG����SHUFHQW��ZKLOH�LQIODWLRQ�DEURDG�ZDV�DERXW���SHUFHQW��7KH�LQIODWLRQ�UDWH�LQ�(J\SW�LQ������ZDV�KLJK�E\�(J\SWLDQ�VWDQGDUGV��EXW�FRPSDUHG�WR�/DWLQ�$PHULFD�LW�ZDV�QRW�VR�KLJK��:KHQ�RQH�XVHV�WKH�QRPLQDO�H[FKDQJH�UDWH�DV�DQ�DQFKRU�WR�EULQJ�LQIODWLRQ�GRZQ�LQ�(J\SW��LQIODWLRQ�FRPHV�GRZQ�LQ�D�OHVV�GUDPDWLF�ZD\��,Q�%UD]LO��EULQJLQJ�LW�GRZQ�IURP������WR����SHUFHQW�LV�D�UHDOO\�GUDPDWLF�FKDQJH��,QIODWLRQ�KLVWRU\�DQG�LQGH[DWLRQ�DUH�EHKLQG�YHU\�KLJK�LQIODWLRQ�UDWHV�DV�REVHUYHG�LQ�%UD]LO�DQG�$UJHQWLQD��%\�SHJJLQJ�WKH�H[FKDQJH�



UDWH�WR�WKH�GROODU��SROLF\�PDNHUV�FDQ�JHW�ULG�RI�ERWK�IRUPDO�DQG�LQIRUPDO�PHFKDQLVPV�RI�LQGH[DWLRQ�WKDW�GR�QRW�H[LVW�LQ�(J\SW�
)LJXUH��� $FFXPXODWHG�5HDO�$SSUHFLDWLRQ��(J\SW�����������
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1RWH����%HIRUH�������WKHUH�ZHUH�PXOWLSOH�H[FKDQJH�UDWHV�LQ�(J\SW��7KH�XQLILFDWLRQ�RI�WKH�H[FKDQJH�UDWHV�FRLQFLGHG�ZLWK�D�
ELJ�GHYDOXDWLRQ��(VWLPDWHV�IRU�WKH�GHYDOXDWLRQ�RI�WKH�(J\SWLDQ�FXUUHQF\�EHWZHHQ�'HFHPEHU������DQG�'HFHPEHU������ZLOO�
YDU\�DFFRUGLQJ�WR�GLIIHUHQW�ZHLJKWV�JLYHQ�WR�WKH�GLIIHUHQW�H[FKDQJH�UDWHV�WKDW�ZHUH�LQ�SODFH�EHIRUH�WKH�XQLILFDWLRQ��7KH�
JUDSK�DVVXPHV�D�GHYDOXDWLRQ�RI�����EHWZHHQ�'HF�������'HF�������
6RXUFHV���7KH�:RUOG�%DQN��:RUOG�7DEOHV�������&$30$6��&3,�0RQWKO\�%XOOHWLQ��VHYHUDO�LVVXHV��1DWLRQDO�%DQN��
(FRQRPLF�%XOOHWLQ�������DQG�,'6&�0RQWKO\�(FRQRPLF�%XOOHWLQ��VHYHUDO�LVVXHV�

*LYHQ�WKH�ILVFDO�VLWXDWLRQ�LQ�(J\SW��,�GRXEW�WKDW�RQH�FDQ�EULQJ�LQIODWLRQ�ZHOO�EHORZ����SHUFHQW�SHU�\HDU�E\�IL[LQJ�WKH�H[FKDQJH�UDWH�ZLWKRXW�DW�WKH�VDPH�WLPH�SD\LQJ�D�KLJK�FRVW�IRU�UHDO�DSSUHFLDWLRQ��,I�IRUHLJQHUV�EHOLHYH�WKDW�(J\SW�LV�JRLQJ�WR�UHIRUP�DQG�SULYDWL]H��IRUHLJQ�FDSLWDO�ZLOO�IORZ�LQ�DQG�VXVWDLQ�UHDO�DSSUHFLDWLRQ��<RX�PD\�KDYH�D�ERRP��EXW�LW�ZLOO�QRW�EH�VXVWDLQDEOH��,I�WKH�UHDO�H[FKDQJH�UDWH�LV�QRW�LQ�SODFH��SHRSOH�ZLOO�QRW�VDYH��DQG�KHDOWK\�JURZWK�ZLOO�QRW�WDNH�SODFH��6R�,�ZRXOG�EH�YHU\�FDXWLRXV�DQG�ORRN�DW�WKH�GLIIHUHQW�HOHPHQWV�LQYROYHG��/HW¶V�FRUUHFW�WKH�H[FKDQJH�UDWH��DQG�PRYH�WR�D�SHULRG�RI�VXVWDLQHG�JURZWK�ZKHUH�SURGXFWLYLW\�ZLOO�DOVR�EH�LQFUHDVLQJ�ZLWK�DOO�WKH�JRRG�HFRQRPLF�UHIRUPV�WKDW�(J\SW�LV�QRZ�SXWWLQJ�LQ�SODFH�
����'LVFXVVLRQ



3DUWLFLSDQW� :K\�VKRXOG�RQH�DVVXPH�WKDW��ZKHQ�WKH�UHIRUP�SURJUDPV�EHJDQ�LQ�0H[LFR��&KLOH��$UJHQWLQD��(J\SW��WKH�H[FKDQJH�UDWH�ZDV�DW�HTXLOLEULXP"�0D\EH�GHYDOXDWLRQ�KDV�EHHQ�RYHUGRQH��,I�(J\SW�GHYDOXHG�E\�������SHUFHQW��WKHQ�WKHUH�PLJKW�EH�D�ORW�RI�URRP�WR�PDQHXYHU�LQ�WKH�QH[W�\HDUV�DQG�DOORZ�LW�WR�DSSUHFLDWH�D�OLWWOH��7R�ZKDW�H[WHQW�FDQ�RQH�VD\�WKDW�GHYDOXDWLRQ¶V�ERWWRP�OLQH�LV�VLPSO\�UHGXFLQJ�UHDO�LQFRPHV�DQG�ZDJHV�LQ�WKH�FRXQWU\"�:H¶UH�WDONLQJ�DERXW�WKH�GLIIHUHQFH�EHWZHHQ�UHODWLYH�SULFHV�RI�GRPHVWLF�DQG�IRUHLJQ�JRRGV��(YHU\WKLQJ�LV��WUDGDEOH�XOWLPDWHO\��H[FHSW�RQH�IDFWRU�RI�SURGXFWLRQ��ZKLFK�LV�ODERU��,I�ZH�QHHG�WR�GHYDOXH�LQ�RUGHU�WR�EHFRPH�PRUH�FRPSHWLWLYH��WKHQ�GR�ZH�KDYH�WR�EULQJ�GRZQ�ZDJHV�LQ�(J\SW���UHODWLYH�WR�ZDJHV�DEURDG"�,�ZRXOG�YHQWXUH�WKDW�(J\SW¶V�ZDJHV�DUH�YHU\�FORVH�WR�WKRVH�LQ�&KLQD��'R�ZH�UHDOO\�QHHG�WR�ORZHU�ZDJHV��LQ�RUGHU�WR�EH�FRPSHWLWLYH�RQ�WKH�ZRUOG�PDUNHW"�7KHUH�DUH�D�ORW�RI�SUREOHPV�ZLWK�H[SRUW�DQG�H[SRUW�JURZWK�WKDW�KDYH�YHU\�OLWWOH�WR�GR�ZLWK�ODERU�FRVWV��ZKHWKHU�RU�QRW�QRPLQDO�ZDJHV�DUH�DGMXVWHG�IRU�SURGXFWLYLW\��,Q�(J\SW¶V�FDVH��DOWKRXJK�WKH�LQIODWLRQ�UDWH�FDPH�GRZQ�OHVV�GUDPDWLFDOO\�WKDQ�WKH�GUDVWLF�GHYDOXDWLRQ�RI�������LW�ZDV�DFFRPSDQLHG�E\�D�ORW�RI�SULFH�UHIRUPV��$�ODUJH�SURSRUWLRQ�RI�SULFHV�RI�JRRGV�DQG�VHUYLFHV�SURGXFHG�LQ�WKH�SXEOLF�VHFWRU�ZHUH�UDLVHG��ZKLFK�SUHYHQWHG�LQIODWLRQ�IURP�FRPLQJ�GRZQ�DQ\�IDVWHU��%XW�,�WKLQN�LW�ZDV�TXLWH�D�VLJQLILFDQW�UHGXFWLRQ�FRQVLGHULQJ�WKDW�VR�PDQ\�SULFHV�ZHUH�VKLIWHG�XSZDUG�VLJQLILFDQWO\��LQFOXGLQJ�WKH�SULFHV�RI�HQHUJ\��IRRG�DQG�RWKHU�EDVLF�FRPPRGLWLHV�6SHDNHU� )LUVW��,�GR�QRW�DVVXPH�WKDW�WKH�UHDO�H[FKDQJH�UDWHV�LQ�$UJHQWLQD��&KLOH��0H[LFR��DQG�(J\SW�ZHUH�DW�HTXLOLEULXP�ZKHQ�UHIRUP�WRRN�SODFH��%XW�,�GR�EHOLHYH�WKDW�WKHUH�LV�D�UHDO�SRVVLELOLW\�WKDW��ZKDWHYHU�WKH�FDVH��WKH�UHDO�DSSUHFLDWLRQ�WKDW�IROORZHG�WKH�VWDELOL]DWLRQ�SURJUDP�ZDV�ELJ�HQRXJK�WR�PRYH�WKH�H[FKDQJH�UDWH�DZD\�IURP�HTXLOLEULXP��,Q�WKH�FDVH�RI�&KLOH�DQG�$UJHQWLQD��WKH�H[FKDQJH�UDWH�ZDV�DOUHDG\�RYHUYDOXHG�EHIRUH�VWDELOL]DWLRQ�EHFDXVH�KLJK�LQIODWLRQ�UDWHV�KDG�QRW�DOORZHG�WKH�UDWH�RI�GHYDOXDWLRQ�WR�PRYH�IDVW�HQRXJK�WR�FDWFK�XS�ZLWK�WKH�LQIODWLRQ�GLIIHUHQWLDO�DW�KRPH�DQG�DEURDG��$QG�WKDW�PHDQV�WKDW�WKH�H[FKDQJH�UDWH�ZDV�IL[HG�ZKHQ�LW�ZDV�DOUHDG\�RYHUYDOXHG��,�VXVSHFW�WKH�VDPH�ZDV�WUXH�IRU�0H[LFR��0H[LFR�KDG�D�ELJ�GHYDOXDWLRQ�DIWHU�WKH������GHEW�FULVLV��EXW�WKH�UHDO�H[FKDQJH�UDWH�ZDV�DOORZHG�WR�DSSUHFLDWH�DJDLQ�EHIRUH�WKH���������VWDELOL]DWLRQ��(YHQ�LI�WKH�H[FKDQJH�UDWH�LV�IL[HG�DW�D�OHYHO�VXFK�WKDW�VRPH�QRPLQDO�DSSUHFLDWLRQ�FDQ�EH�DIIRUGHG��LI�UHDO�DSSUHFLDWLRQ�SHUVLVWV�IRU�WKUHH�RU�IRXU�\HDUV��WKH�LQLWLDO�XQGHUYDOXDWLRQ�DQG�DOO�JDLQV�LQ�SURGXFWLYLW\�ZLOO�EH�HURGHG�DV�WLPH�JRHV�E\�DQG�RYHUYDOXDWLRQ�DFFXPXODWHV�$V�IRU�ZKHWKHU�D�UHDO�GHSUHFLDWLRQ�LPSOLHV�D�GHFOLQH�LQ�UHDO�ZDJHV��WKH�KRQHVW�DQVZHU�LV�\HV��,W�XVXDOO\�LPSOLHV�D�GHFOLQH�LQ�UHDO�ZDJHV�PHDVXUHG�LQ�WHUPV�RI�WUDGHG�JRRGV��6LQFH�IRRG�LV�D�WUDGHG�JRRG�HYHU\ZKHUH�LQ�WKH�ZRUOG�DQG�D�YHU\�LPSRUWDQW�FRPSRQHQW�RI�ZDJHV���UHDO�ZDJHV�XVXDOO\�GHFOLQH�GXULQJ�D�SHULRG�RI�UHDO�GHSUHFLDWLRQ��7KLV�LV�D�FRVW�WKDW�PDNHV�SROLWLFLDQV�WKLQN�



WZLFH�EHIRUH�WKH\�GHYDOXH� EHFDXVH�QRERG\�ZDQWV�WR�VHH�UHDO�ZDJHV�FRPLQJ�GRZQ��%XW�FRPSDUH�D�ORZHU�UHDO�ZDJH�ZLWK�WKH�]HUR�ZDJH�IURP�WKH�XQHPSOR\PHQW�GXH�WR�RYHUYDOXDWLRQ��,¶G�UDWKHU�KDYH�D�SRVLWLYH�UHDO�ZDJH�GHFOLQH�WKHQ�ORVH�P\�MRE��6R��\HV��WKHUH�LV�D�FRVW��%XW�SHRSOH�VKRXOG�WKLQN�DERXW�GHYDOXDWLRQ�QRW�DV�D�VLQJOH�DFW�EXW�DV�D�FRPSRQHQW�RI�D�SDFNDJH�WKDW�LQFRUSRUDWHV�ILVFDO�SROLF\��PRQHWDU\�SROLF\��VRFLDO�SURJUDPV��HPSOR\PHQW�SURJUDPV��DQG�VR�RQ��5HDO�GHYDOXDWLRQ�LV�D�ELJ�LVVXH��EHFDXVH�LW�GRHV�KDYH�FRVWV��LI�LW�ZHUH�IUHH�ZH�ZRXOGQ¶W�EH�GLVFXVVLQJ�LW�� ,W�PD\�QRW�EH�DFFXUDWH�WR�VD\�WKDW�UHDO�ZDJHV�LQ�(J\SW�DUH�FRPSDUDEOH�WR�UHDO�ZDJHV�LQ�&KLQD��(J\SW�DQG�&KLQD�DUH�ERWK�SRRU�FRXQWULHV��ERWK�KDYH�ORZ�UHDO�ZDJHV�FRPSDUHG�WR�RWKHU�FRXQWULHV��%XW�LI�,�ORRN�DW�GROODU�UHDO�ZDJHV�LQ�&KLQD��WKH\�DUH�PXFK�ORZHU�WKDQ�DQ\ZKHUH�LQ�WKH�ZRUOG��7KDW¶V�ZK\�SHRSOH�WDON�DERXW�GXPSLQJ�IURP�&KLQD���WKH &KLQHVH�DUH�FRPLQJ�DQG�ZH�FDQ¶W�FRPSHWH�ZLWK�WKHP��,I�(J\SW�KDG�&KLQD¶V�GROODU�ZDJHV��FRXSOHG�ZLWK�RWKHU�UHIRUPV��,�EHOLHYH�WKDW�(J\SW�ZRXOG�EH�LQYDGLQJ�RWKHU�PDUNHWV�PRUH�YLVLEO\�WKDQ�LW�LV��<RX�VDLG�WKDW�SULFH�UHIRUPV�LQ�(J\SW�GLG�QRW�DOORZ�LQIODWLRQ�WR�FRPH�GRZQ�IXUWKHU��<RX�DUH�WRWDOO\�ULJKW��0DQ\�HFRQRPLHV�XQGHUJRLQJ�HFRQRPLF�UHIRUP�DQG�VWDELOL]DWLRQ�DW�WKH�VDPH�WLPH�VHH�WKDW�SULFH�UHIRUPV�DUH�QHFHVVDU\�WR�FRUUHFW�WKH�GHILFLWV�RI�VWDWH�HQWHUSULVHV��%XW�HDFK�FRXQWU\�ZLOO�KDYH�D�GLIIHUHQW�UHDVRQ�IRU�KDYLQJ�SULFHV�FRPH�GRZQ�PRUH�VORZO\�LQ�VRPH�VHFWRUV�DQG�PRUH�TXLFNO\�LQ�RWKHUV��7KH�LQIODWLRQ�UDWH�LV�MXVW�DQ�DYHUDJH��DQ�LQGLFDWRU��ZLWK�PDQ\�GHWDLOV�OHIW�DVLGH��%XW�WKDW�LV�H[DFWO\�ZK\�HFRQRPLFV�LV�XVHIXO��EHFDXVH�ZH�FDQ�GUDZ�WKHVH�OLQHV�WKDW�FUHDWH�D�SLFWXUH�WKDW�JLYHV�XV�WKH�ULJKW�LQVLJKWV�DQG�LQGLFDWHV�WKH�SRVVLELOLWLHV�DKHDG��2QFH�\RX�KDYH�VHHQ�WKH�EURDG�SLFWXUH��\RX�UHDOL]H�WKDW�WKH�GHYLO�LV�LQ�WKH�GHWDLOV��DQG�,�GRQ¶W�NQRZ�WKH�GHWDLOV�RI�WKH�(J\SWLDQ�HFRQRP\�3DUWLFLSDQW� (J\SW�ZLWQHVVHG�D�JUDGXDO�GHSUHFLDWLRQ�RI�WKH�SRXQG�IURP�/(�����SHU�GROODU��WR���/(������2XU�GHILFLW�LQ�WKH�EDODQFH�RI�WUDGH�ZDV�QRW�DIIHFWHG�PXFK��5HGXFLQJ�WKH�YDOXH�RI�WKH�SRXQG GLG�QRW�VWLPXODWH�H[SRUWV��,�GR�QRW�WKLQN�WKH�UHDFWLRQ�RI�RXU�H[SRUWHUV�WR�GHSUHFLDWLRQ�LV�HODVWLF��/RRN�DW�WKH�VWUXFWXUH�RI�RXU�LPSRUWV�����SHUFHQW�LV�PDFKLQHU\��HTXLSPHQW��FDSLWDO�JRRGV�DQG�LQWHUPHGLDWH�JRRGV�IRU�ZKLFK�ZH�FDQQRW�VXEVWLWXWH�ORFDO�SURGXFWLRQ��QHLWKHU�LQ�WKH�VKRUW�QRU�PHGLXP�WHUP��'HSUHFLDWLRQ�ZLOO�PHDQ�PRUH�H[SHQVLYH�PDFKLQHV�DQG�HTXLSPHQW��LQFUHDVLQJ�FRVWV�RI�SURGXFWLRQ��LQFOXGLQJ�WKRVH�SURGXFWV�ZH�ZDQW�WR�SURGXFH�PDLQO\�IRU�H[SRUW��,W�ZLOO�UHGXFH�RXU�FRPSHWLWLYHQHVV�DQG�FUHDWH�PRUH�GHILFLW�LQ�WKH�EDODQFH�RI�WUDGH��7KH�RWKHU����SHUFHQW�RI�(J\SW¶V�LPSRUWV�DUH�PRVWO\�EDVLF�QHFHVVLWLHV�OLNH�ZKHDW��VR�GHSUHFLDWLQJ�WKH�SRXQG�ZLOO�EH�UHIOHFWHG�HLWKHU�DV�KLJKHU�EUHDG�SULFHV�RU�LQFUHDVHG�VXEVLGLHV��DQG�ERWK�DUH�GDQJHURXV�6SHDNHU� 7KHUH�ZDV�D�ELJ�GHSUHFLDWLRQ�RI�WKH�SRXQG��EXW�PRVW�RI�LW�KDSSHQHG�LQ�������7KH�H[FKDQJH�UDWH�GLG�JR�XS�IURP�/(�����WR�����SHU�GROODU��'XULQJ�WKH�ODVW�WKUHH�\HDUV�LW�KDV�PRYHG�YHU\�OLWWOH��VR�WKH�UHDO�DSSUHFLDWLRQ�LV�FRPLQJ�QRZ��:KHWKHU�RU�QRW�LW�KDV�EHHQ�HQRXJK�WR�XQGR�WKH�UHDO�GHSUHFLDWLRQ�LQ������UHTXLUHV�IXUWKHU�FDOFXODWLRQ��$V�IRU�WKH�HIIHFW�RQ�WKH�WUDGH�GHILFLW��



WKH�H[FKDQJH�UDWH�LV�QRW�WKH�RQO\�IDFWRU��(J\SW�KDV�KDG�QR�JURZWK��DQG�ZKHQ�\RX�GRQ¶W�JURZ��\RX�GRQ¶W�VSHQG��DQG�\RX�GRQ¶W�LPSRUW��,I�\RX�GRQ¶W�LPSRUW��\RX�GRQ¶W�KDYH�D�WUDGH�GHILFLW��/RRNLQJ�DW�WKH�VL]H�RI�WKH�WUDGH�GHILFLW�LV�QRW�HQRXJK�WR�GLDJQRVH�RYHUYDOXDWLRQ��:H�ZDQW�WR�VHH�D�KHDOWK\��JURZLQJ�HFRQRP\�ZLWK�IXOO�HPSOR\PHQW��DQG�WKHQ�DVN�ZKHWKHU�RU�QRW�LW�FDQ�VXVWDLQ�LWV�FXUUHQW�DFFRXQW�GHILFLW�LQ�WKH�PHGLXP�UXQ�<RX�PHQWLRQHG�WKDW�(J\SW�LV�GLIIHUHQW�EHFDXVH�RI�WKH�LQHODVWLFLW\�RI�LPSRUWV�DQG�H[SRUWV�LQ�UHODWLRQ�WR�WKH�UHDO�H[FKDQJH�UDWH��7KLV�LV�ZKDW�/DWLQ�$PHULFDQV�ZHUH�VD\LQJ�VLQFH�WKH�����V��FODLPLQJ�WKDW�WKHLU�LPSRUWV�ZHUH�LQHODVWLF��WKDW�WKH\�QHHGHG�WKH�OHVV�H[SHQVLYH�LPSRUWHG�FDSLWDO�JRRGV��WKDW�D�UHDO�DSSUHFLDWLRQ�ZRXOG�MHRSDUGL]H�FRPSHWLWLYHQHVV��,Q�WKH�PHDQWLPH��.RUHD�DQG�&KLQD�KDYH�EHHQ�GHYDOXLQJ�DQG�NHHSLQJ�WKHLU�H[FKDQJH�UDWHV�FRPSHWLWLYH��DQG�.RUHD�LV�QRZH[SRUWLQJ�WKRVH�VDPH�FDSLWDO�JRRGV�WKDW LW�ZDV�RQFH�LPSRUWLQJ�'RQ¶W�DVN�ZKDW�\RXU�WUDGH�EDODQFH�ORRNV�OLNH�WRGD\��EXW�ZKHUH�\RX�ZDQW�\RXU�WUDGH�VWUXFWXUH�WR�EH�LQ����\HDUV¶�WLPH��<RX�GRQ¶W�ZDQW�WR�EH�H[SRUWLQJ�FRWWRQ�DORQH��<RX�ZDQW�WR�EH�H[SRUWLQJ�JDUPHQWV�DQG�DOO�VRUWV�RI�PDQXIDFWXUHG�JRRGV��EHFDXVH�WKDW¶V�ZKHUH�YDOXH�DGGHG�LV��DQG�WKDW¶V�ZKHUH�\RX¶UH�JRLQJ�WR�FUHDWH�MREV�DQG��SURJUHVV��PD\EH�HYHQ�WR�SURGXFH�WKH�FDSLWDO�JRRGV�\RX�LPSRUW�WRGD\��%XW�WKDW�ZLOO�GHSHQG�RQ�ZKHUH�\RXU�SULYDWH�VHFWRU�ZDQWV�WR�JR��DQG�ZKHUH�PDUNHW�LV�JRLQJ�WR�DOORFDWH�WKH�UHVRXUFHV�RI�\RXU�HFRQRP\�3DUWLFLSDQW� <RX�PHQWLRQHG�WD[�UHIRUP�LQ�%UD]LO��UHGXFWLRQ�LQ�WD[�UDWHV�FRXSOHG�ZLWK�ZLGHQLQJ�WKH�WD[�EDVH��+RZ�PXFK�UHGXFWLRQ�ZDV�LQWURGXFHG�LQ�WD[�UDWHV�DQG�ZKDW�PHDVXUHV�ZHUH�WDNHQ�WR�DFKLHYH�ZLGHQLQJ�RI�WKH�WD[�EDVH"�:KDW�ZDV�WKH�XOWLPDWH�HIIHFW�RQ�SURGXFWLRQ�DQG�RQ�JRYHUQPHQW�UHFHLSWV�LQ�WKH�VKRUW�DQG�PHGLXP�WHUPV"�7KLV�LV�D�YHU\�UHOHYDQW�WRSLF�DW�WKH�PRPHQW��VLQFH�WKLV�FHQWHU�LV�XQGHUWDNLQJ�D�WD[�UHVHDUFK�YHU\�PXFK�IRFXVHG�RQ�WKLV�SRLQW�6SHDNHU���7KH�LQFRPH�WD[�UHIRUP�LQ�%UD]LO�ZDV�DSSURYHG�RQO\�UHFHQWO\��VR�LWV�HIIHFWV�RQ�SURGXFWLRQ�DUH�QRW�\HW�FOHDU��2QH�RI�WKH�PRVW�LPSRUWDQW�UHIRUPV�LQ�PXFK�RI�/DWLQ�$PHULFD�LV�UHIRUP�RI�LQGLUHFW�WD[HV��7KH�LQWURGXFWLRQ�RI�YDOXH�DGGHG�WD[DWLRQ�EURDGO\�DFURVV�DOO�VHFWRUV�RI�WKH�HFRQRP\�KDV�LQFUHDVHG�WD[�UHYHQXHV�DQG�PDGH�LW�PXFK�HDVLHU�WR�DGPLQLVWHU�WD[HV�DQG�WR�VWRS�WD[�HYDVLRQ��%UD]LO�KDV�UHGXFHG�LQFRPH�WD[�RQ�EXVLQHVVHV�IURP����SHUFHQW�WR����SHUFHQW��EXW�ZLWKRXW�DOO�WKH�H[HPSWLRQV�WKDW�ZHUH�LQ�SODFH�EHIRUH��7D[HV�DUH�HDVLHU�WR�FROOHFW�RQ�D�ODUJHU�QXPEHU�RI�ILUPV��EHFDXVH�WD[HV�KDYH�EHHQ�LPPHQVHO\�VLPSOLILHG��%XVLQHVVSHRSOH�ZLOO�JLYH�XS�GHGXFWLRQV�EXW�WKH\�ZLOO�SD\�D�ORZHU�UDWH��,Q�WKH�HQG�WKH\�ZLOO�SD\�PRUH�RU�OHVV�WKH�VDPH�DV�EHIRUH��EXW�WKHLU�OLYHV�ZLOO�KDYH�EHHQ�VLPSOLILHG��7KH\�FDQ�EH�EXV\�ZLWK�SURGXFWLRQ�LQVWHDG�RI�VSHQGLQJ�WLPH�VHDUFKLQJ�IRU�ZD\V�WR�JHW�DURXQG�WKH�ODZ�DQG�SD\�OHVV�WD[HV��,�WKLQN�WD[�UHIRUP�LV�YHU\�LPSRUWDQW��,Q�FRXQWULHV�VXFK�DV�$UJHQWLQD�DQG�0H[LFR��LW�ZDV�LPSRUWDQW�WR�UDLVH�WD[�UHYHQXHV��,Q�%UD]LO��ZKHUH�WD[�UHYHQXHV�DUH����SHUFHQW�RI�*'3��ZKDW�ZH�QHHG�LV�QRW�WR�LQFUHDVH�WD[�UHYHQXHV��EXW�WR�LQWURGXFH�UDWLRQDOLW\�LQ�RXU�WD[�VWUXFWXUH��UHGXFH�GLVWRUWLRQV��DQG�PDNH�WD[HV�
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$33(1',;�,%5$=,/¶6�5($/�3/$16WDELOL]DWLRQ�XQGHU�WKH�5HDO�3ODQ ZHQW�WKURXJK�WKUHH�VWDJHV��ILVFDO�DGMXVWPHQW��PRQHWDU\�UHIRUP��DQG�XVH�RI�WKH�H[FKDQJH�UDWH�DV�D�QRPLQDO�DQFKRU��,Q�-DQXDU\������&RQJUHVV�DSSURYHG�D�ILVFDO�DGMXVWPHQW�SODQ�WKDW�LQFOXGHG�FXWV�LQ�FXUUHQW�VSHQGLQJ�DQG�FUHDWLRQ�RI�WKH�(PHUJHQF\�6RFLDO�)XQG��7KH�IXQG²ILQDQFHG�E\�UHGLUHFWLQJ�IHGHUDO�UHYHQXHV��OLPLWLQJ�WKH�DELOLW\�RI�VWDWHV�DQG�PXQLFLSDOLWLHV�WR�DFFHVV�FUHGLW��DQG�UHFRYHULQJ�PDQGDWRU\�VRFLDO�VHFXULW\�FRQWULEXWLRQV²DOORZHG�WKH�JRYHUQPHQW�WR�EUHDN�VRPH�RI�LWV�PDQGDWHG�OLQNV�EHWZHHQ�UHYHQXHV�DQG�H[SHQGLWXUHV��IUHHLQJ����SHUFHQW�RI�UHYHQXHV�WKDW�KDG�EHHQ�HDUPDUNHG�IRU�RWKHU�SXUSRVHV��7KH�LQFUHDVHG�IOH[LELOLW\�DQG�HFRQRPLF�JURZWK�WKDW�DGMXVWPHQW�EURXJKW�OHG�WR�DQ�RSHUDWLRQDO�VXUSOXV�LQ������7KH�VHFRQG�FRPSRQHQW�RI�WKH�5HDO�3ODQ��D�WHPSRUDU\�PRQHWDU\�UHIRUP�PHDVXUH��OLQNHG�FRQWUDFWV��SULFHV��ZDJHV��DQG�WKH�H[FKDQJH�UDWH�WR�D�VLQJOH�GDLO\�HVFDODWRU�DQG�XQLW�RI�DFFRXQW��WKH�XQLGDGH�UHDO�GH�YDORU��859���7KH�DGMXVWPHQW��ZKLFK�VWDUWHG�RQ�0DUFK���������DQG�ODVWHG�IRXU�PRQWKV��ZDV�LQWHQGHG�WR�KHOS�UHVWRUH�WKH�FUHGLELOLW\�RI�WKH�FUX]HLUR�UHDO��7KH�FHQWUDO�EDQN�GHWHUPLQHG�D�GDLO\�SDULW\�EHWZHHQ�WKH�FUX]HLUR�UHDO�DQG�WKH�859�EDVHG�RQ�WKH�FXUUHQW�UDWH�RI�LQIODWLRQ��DV�UHIOHFWHG�LQ�WKH�WKUHH�PRVW�FORVHO\�ZDWFKHG�SULFH�LQGH[HV��6LQFH�WKH�FUX]HLUR�UHDO�DQG�WKH�859�GHSUHFLDWHG�UHODWLYH�WR�WKH�86�GROODU�DW�URXJKO\�WKH�VDPH�UDWH��PRVW�SULFHV�DQG�FRQWUDFWV�ZHUH�LPSOLFLWO\�LQ�86�GROODUV�2Q�-XO\����������D�QHZ�FXUUHQF\��WKH�UHDO��ZDV�LQWURGXFHG�E\�FRQYHUWLQJ�FRQWUDFWV�GHQRPLQDWHG�LQ�859V�LQWR�UHDOV�DW�D�UDWH�RI�RQH�WR�RQH��7KH�FUX]HLUR�UHDO�FHDVHG�WR�H[LVW��DQG�ZDV�FRQYHUWHG�DW�������FUX]HLURV�UHDOV�SHU�UHDO�)LVFDO�DGMXVWPHQW��DOWKRXJK�LQFRPSOHWH��KDV�EHHQ�VXEVWDQWLDO��ZLWK�ILVFDO�LQGLFDWRUV�LPSURYLQJ�VLQFH�������&RQVLGHU�WKH�SXEOLF�VHFWRU�ERUURZLQJ�UHTXLUHPHQW��ZKLFK�LV�RQH�FRQYHQWLRQDO�PHDVXUH�RI�WKH�EXGJHW�GHILFLW��7KLV�PHDVXUH�UHSUHVHQWHG����SHUFHQW�RI�JURVV�GRPHVWLF�SURGXFW��*'3��LQ�������EXW�LW�IHOO�WR����SHUFHQW�LQ������DQG�WR���SHUFHQW�LQ�������$�ODUJH�VKDUH�RI�LQWHUHVW�SD\PHQW�LV�FORVHO\�FRUUHODWHG�ZLWK�LQIODWLRQ��7KXV�WKH�GUDPDWLF�GURS�LQ�WKH�SXEOLF�VHFWRU�ERUURZLQJ�UHTXLUHPHQW�LQ������UHIOHFWV�WKH�IDOO�LQ�QRPLQDO�LQWHUHVW�UDWHV�LQ�UHVSRQVH�WR�WKH�VXEVWDQWLDO�UHGXFWLRQ�LQ�LQIODWLRQ�$QRWKHU�PHDVXUH�RI�WKH�GHILFLW��WKH�RSHUDWLRQDO�GHILFLW��VHFRQG�FROXPQ�LQ�WDEOH�����H[FOXGHV�IURP�JRYHUQPHQW�H[SHQGLWXUHV�WKH�LQIODWLRQ�FRPSRQHQW�RI�LQWHUHVW�SD\PHQWV��7KH�FDOFXODWLRQ�RI�WKH�RSHUDWLRQDO�GHILFLW�LV�H[WUHPHO\�VHQVLWLYH�WR�WKH�GHIODWRU�XVHG�DQG�WR�YDULDWLRQV�LQ�WKH�H[FKDQJH�UDWH��SDUWLFXODUO\�LQ�DQ�HFRQRP\�ZKHUH�SULFHV�KDYH�PRYHG�E\�DV�PXFK�DV����SHUFHQW�LQ�D�VLQJOH�PRQWK��:LWK�WKH�GURS�LQ�LQIODWLRQ��WKHVH�QXPEHUV�DUH�EHFRPLQJ�PRUH�WUDQVSDUHQW��+LJK�UHDO�GRPHVWLF�LQWHUHVW�UDWHV�LQFUHDVHG�WKH�FRVW�RI�GRPHVWLF�GHEW�VHUYLFH��FRQWULEXWLQJ�WR�DQ�RSHUDWLRQDO�GHILFLW�RI���SHUFHQW�LQ�������7KLV�PHDVXUH�RI�WKH�



GHILFLW�UHYHDOV�WKDW�WKH�GLIILFXOW�WDVN�RI�FXWWLQJ�H[SHQGLWXUHV�UHPDLQV��D�ILQGLQJ�ZKLFK�LV�FRQILUPHG�E\�WKH�VPDOO�VL]H�RI�WKH�SULPDU\�VXUSOXV�
7DEOH����'LIIHUHQW�0HDVXUHV�RI��WKH�%XGJHW�'HILFLW�DV�6KDUH�RI�*'3��%UD]LO���������������<HDU 3XEOLF�6HFWRU�%RUURZLQJ�5HTXLUHPHQW 2SHUDWLRQDO�6XUSOXV��'HILFLW� 3ULPDU\�6XUSOXV�'HILFLW����� �� ��� ������� �� ��� ������� �� ����� ������� �� ��� ������� �� ��� ������� � ����� ���6RXUFH���)LQDQFH�0LQLVWU\�
7KH�SULPDU\�VXUSOXV��ZKLFK�H[FOXGHV�LQWHUHVW�SD\PHQWV��WKLUG�FROXPQ�LQ�WDEOH�����GHFOLQHG�LQ�������UHIOHFWLQJ�WKH�VLJQLILFDQW�LQFUHDVH�LQ�SD\UROO�RXWOD\V��7KLV�FRXOG�VRRQ�FKDQJH��KRZHYHU��EHFDXVH�WKHUH�LV�QRZ�D�QHZ�DZDUHQHVV�DW�DOO�OHYHOV�RI�JRYHUQPHQW�DQG�DPRQJ�WKH�SXEOLF�WKDW�ILVFDO�EDODQFH�LV�DQ�HVVHQWLDO�FRPSRQHQW�RI�D�KHDOWK\�HFRQRP\��3URYLQFLDO�JRYHUQPHQWV�DUH�HQWHULQJ�DJUHHPHQWV�ZLWK�WKH�ILQDQFH�PLQLVWHU�WR�UHVWUXFWXUH�WKHLU�GHEWV��7KHVH�DJUHHPHQWV�LPSRVH�KHDY\�FRQGLWLRQDOLW\�RQ�JRYHUQPHQWV��LQFOXGLQJ�DQ�LQFUHDVH�LQ�SULPDU\�VXUSOXVHV�E\�UHGXFLQJ�SD\UROOV�DQG�SULYDWL]LQJ�ORFDO�FRQFHUQV�%UD]LO¶V�VXFFHVV�LQ�EULQJLQJ�GRZQ�LQIODWLRQ�ZDV�DVVRFLDWHG�ZLWK�UHDO�H[FKDQJH�UDWH�DSSUHFLDWLRQ��ILJXUH����DQG�HFRQRPLF�H[SDQVLRQ�EHWZHHQ�$XJXVW������DQG�$SULO�������IROORZHG�E\�D�FRQWUDFWLRQ�LQ�PLG�������7KLV�SDWWHUQ���VLPLODU�WR�WKDW�REVHUYHG�LQ�RWKHU�FRXQWULHV�ZKHUH�WKH�H[FKDQJH�UDWH�ZDV�XVHG�DV�D�QRPLQDO�DQFKRU��LQFOXGHV���D�UHDO�H[FKDQJH�UDWH�DSSUHFLDWLRQ��D�ULVH�LQ�UHDO�ZDJHV��D�GHWHULRUDWLRQ�LQ�H[WHUQDO�DFFRXQWV��DQG�DQ�HFRQRPLF�ERRP�IROORZHG�E\�D�VORZGRZQ�$Q�LQIORZ�RI�IRUHLJQ�LQYHVWPHQW�VXSSRUWHG�WKH�UHDO�DSSUHFLDWLRQ�EHWZHHQ�-XO\�DQG�PLG�2FWREHU�������ZKHQ�WKH�FHQWUDO�EDQN�LPSRVHG�D���SHUFHQW�WD[�RQ�IRUHLJQ�LQYHVWRUV�SXUFKDVLQJ�%UD]LOLDQ�HTXLWLHV��UDLVHG�WKH�WD[�UDWH�LPSRVHG�RQ�IRUHLJQ�LQYHVWRUV�LQ�%UD]LOLDQ�IL[HG�LQFRPH�LQYHVWPHQW�IXQGV��IURP���WR���SHUFHQW���DQG�UDLVHG�WKH�WD[�UDWH�RQ�IRUHLJQ�FUHGLW�WUDQVDFWLRQV��IURP���WR���SHUFHQW���7KH�ODUJH�FDSLWDO�LQIORZV�FRQWULEXWHG�WR�DQ�LQFUHDVH�LQ�IRUHLJQ�UHVHUYHV�WKDW�DPRXQWHG�WR�IRXUWHHQ�PRQWKV�RI�LPSRUWV�E\�WKH�HQG�RI������7KH�HFRQRPLF�ERRP�GLG�QRW�RULJLQDWH�IURP�D�GHFOLQH�LQ�UHDO�LQWHUHVW�UDWHV��DV�KDSSHQHG�LQ�RWKHU�H[FKDQJH�UDWH±EDVHG�GLVLQIODWLRQ�SURJUDPV��5RGULJXH]�������'RUQEXVFK��������,Q�



IDFW��UHDO�LQWHUHVW�UDWHV�UHPDLQHG�KLJK�WKURXJKRXW�WKH�SHULRG��VHH�WDEOH�����5DWKHU��WKH�ERRP�DSSHDUV�WR�KDYH�RULJLQDWHG�ZLWK�WKH�UHGXFWLRQ�LQ�WKH�LQIODWLRQ�WD[��ZKLFK�JHQHUDWHG�D�ZHDOWK�HIIHFW�GXH�WR�WKH�ODFN�RI�5LFDUGLDQ�HTXLYDOHQFH��+HOSPDQ�DQG�5D]LQ��������'XUDEOH�JRRGV�FRQVXPSWLRQ�DOVR�SOD\HG�D�UROH��'H�*UHJRULR��*XLGRWWL��DQG�9HJK��������$Q�LQFUHDVH�LQ�UHDO�ZDJHV�FRQWULEXWHG�WR�WKH�FRQVXPSWLRQ�ERRP��EHWZHHQ������DQG������VHYHUDO�ZDJH�DGMXVWPHQWV�WRRN�SODFH��LQFUHDVLQJ�UHDO�ZDJHV�VLJQLILFDQWO\�'XULQJ�WKH�HDUO\�����V��%UD]LO�IROORZHG�WKH�OHDG�RI�RWKHU�/DWLQ�$PHULFDQ�FRXQWULHV�DQG�RSHQHG�WUDGH�E\�UHGXFLQJ�WDULIIV��HOLPLQDWLQJ�QRQWDULII�EDUULHUV��DQG�DEROLVKLQJ�VXEVLGLHV�DQG�LQFHQWLYHV�WR�H[SRUWV��7KH�DYHUDJH�WDULII�UDWH�IHOO�IURP�PRUH�WKDQ����SHUFHQW�LQ������WR����SHUFHQW�E\�WKH�HQG�RI�������%RWK�QRPLQDO�DQG�HIIHFWLYH�SURWHFWLRQ�GHFOLQHG�DQG�EHFDPH�PRUH�XQLIRUP��ILJXUH�����,Q�-DQXDU\�������WKH�0HUFRVXO�FRPPRQ�H[WHUQDO�WDULII�EHFDPH�HIIHFWLYH��7KH�WDULII��ZKLFK�UDQJHV�IURP�]HUR�WR����SHUFHQW�RQ�DERXW����SHUFHQW�RI�0HUFRVXO¶V�WUDGH�ZLWK�WKH�UHVW�RI�WKH�ZRUOG��LPSRVHV�GLVFLSOLQH�E\�PDNLQJ�LW�PRUH�GLIILFXOW�WR�UHYHUVH�OLEHUDOL]DWLRQ�PHDVXUHV��3DUWO\�DV�D�UHVXOW�RI�OLEHUDOL]DWLRQ��LPSRUWV�KDYH�LQFUHDVHG�VXEVWDQWLDOO\��ILJXUH���
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$33(1',;�,,� /,67�2)�$77(1'((6
$ODD�$PHU6HQLRU�9LFH�3UHVLGHQW$O�$KO\�IRU�,QYHVWPHQW�DQG�'HYHORSPHQW��&DLUR
9LUJLOLR�0RUHW]VRKQ�GH�$QGUDGH%UD]LOLDQ�$PEDVVDGRU�WR�(J\SW
0RKDPHG�*DPDO�(O�'LQ�%D\RXPL$VVLVWDQW�WR�WKH�0LQLVWHU�RI�)RUHLJQ�$IIDLUV0LQLVWU\�RI�)RUHLJQ�$IIDLUV��&DLUR
$GHO�%LVKDL&KDLUPDQ��(FRQRPLFV�'HSDUWPHQW$PHULFDQ�8QLYHUVLW\�LQ�&DLUR
<RXVVHI�%RXWURV�*KDOL0LQLVWHU�RI�6WDWH�DW�WKH�&RXQFLO�RI�0LQLVWHUV��&DLUR
/DLOD�'DUZLVK3URJUDP�2IILFHU81'3��&DLUR
1DJXL�(O�)D\RXPL(&(6�%RDUG�0HPEHU6S��$VVLVWDQW�WR�$VVRFLDWH�'LUHFWRU�IRU�7UDGH�DQG�,QYHVWPHQW86�$JHQF\�IRU�,QWHUQDWLRQDO�'HYHORSPHQW��&DLUR�0LVVLRQ
+HED�+DQGRXVVD0DQDJLQJ�'LUHFWRU(FRQRPLF�5HVHDUFK�)RUXP�IRU�WKH�$UDE�&RXQWULHV��,UDQ�	�7XUNH\
+D]HP�+DVVDQ(&(6�([HFXWLYH�&RPPLWWHH�0HPEHU6HQLRU�3DUWQHU��+D]HP�+DVVDQ�	�&R���&DLUR
7DKHU�+HOP\



(&(6�%RDUG�&KDLUPDQ3DUWQHU��%DNHU�	�0F.HQ]LH�/DZ�)LUP.KDOHG�,NUDP5HVLGHQW�5HSUHVHQWDWLYH7KH�:RUOG�%DQN��&DLUR
/DLOD�(O�.KDZDJD3URIHVVRU�RI�(FRQRPLFV&DLUR�8QLYHUVLW\
5RELQ�/DPE+HDG�RI�3ROLWLFDO�DQG�(FRQRPLF�6HFWLRQ%ULWLVK�(PEDVV\��&DLUR
0DUWLQH�/HYHTXH(FRQRPLF�$GYLVRU(XURSHDQ�8QLRQ��&DLUR�2IILFH
$VKUDI�0DKPRXG6HQLRU�9LFH�3UHVLGHQW$O�$KO\�)RU�,QYHVWPHQW�DQG�'HYHORSPHQW�&R���&DLUR
0RKDPHG�0DQVRXU(&(6�6HFUHWDU\�*HQHUDO&KDLUPDQ��0DQWUDF��&DLUR
5RQDOG�0HQGHV6HFRQG�6HFUHWDU\%UD]LOLDQ�(PEDVV\��&DLUR
6DLG�(O�1DJJDU&KDLUPDQ��1HZ�&LYLF�)RUXP��&DLUR
7LPRWK\�2¶&RQQRU3URMHFW�2IILFHU86�$JHQF\�IRU�,QWHUQDWLRQDO�'HYHORSPHQW��&DLUR�0LVVLRQ
*KDGD�5DJDE-RXUQDOLVW



$O�$KUDP�:HHNO\
5DRXI�6DDG'HSXW\�$VVLVWDQW�WR�WKH�)RUHLJQ�0LQLVWHU�IRU�5HJLRQDO�(FRQRPLF�&RRSHUDWLRQ0LQLVWU\�RI�)RUHLJQ�$IIDLUV��&DLUR
+DPGL�6DOHK'LUHFWRU��'HSW��RI�5HVHDUFK�&HQWHUV��8QLYHUVLWLHV��DQG�3XEOLF�2SLQLRQ�,QVWLWXWLRQV��&DLUR
$VDDG�6DPDDQ(&(6�%RDUG�0HPEHU&KLHI�([HFXWLYH��)LQDQFLDO�	�,QYHVWPHQW�6WXGLHV�2IILFH��&DLUR
<RXVVHI�6KDUQRXE\%RDUG�0HPEHU��8QLWHG�(QJLQHHUV��&DLUR
$UYLQG�6XEUDPDQLDQ5HVLGHQW�5HSUHVHQWDWLYH,QWHUQDWLRQDO�0RQHWDU\�)XQG��&DLUR�
)RXDG�6XOWDQ&KDLUPDQ�$QG�0DQDJLQJ�'LUHFWRU$O�$KO\�IRU�,QYHVWPHQW�DQG�'HYHORSPHQW��&DLUR
6DPLU�7REDU&KDLUPDQ��(FRQRPLF�&RPPLWWHH1DWLRQDO�'HPRFUDWLF�3DUW\��&DLUR
-DPHV�:KLWWLQJWRQ&DLUR�&RUUHVSRQGHQW)LQDQFLDO�7LPHV



5()(5(1&(6
&DOYR��*XLOOHUPR��/HRQDUGR�/HLGHUPDQ��DQG�&DUPHQ�5HLQKDUW��������³&DSLWDO�,QIORZV�WR�/DWLQ�$PHULFD��WKH�����V�DQG�����V�´�,QWHUQDWLRQDO�0RQHWDU\�)XQG�:RUNLQJ�3DSHU:3�������2FW�
'H�*UHJRULR��-RVH��3DEOR�*XLGRWWL��DQG�&DUORV�9HJK��������,QIODWLRQ�6WDELOL]DWLRQ�DQG�WKH&RQVXPSWLRQ�RI�'XUDEOH�*RRGV��,0)��:DVKLQJWRQ��'�&�
'RROH\��0LFKDHO��(GXDUGR�)HUQDQGH]�$ULDV��DQG�.HQQHWK�.OHW]HU��������³5HFHQW�3ULYDWH�&DSLWDO��,QIORZV�WR�'HYHORSLQJ�&RXQWULHV��,V�WKH�'HEW�&ULVLV +LVWRU\"´�1%(5�:RUNLQJ�3DSHU�������-XO\�
'RUQEXVFK��5XGLJHU��������³6WDELOL]DWLRQ�3ROLFLHV�LQ�'HYHORSLQJ�&RXQWULHV��:KDW�+DYH�:H/HDUQHG"´�:RUOG�'HYHORSPHQW �������±��
'RUQEXVFK��5XGLJHU��DQG�$OHMDQGUR�:HUQHU��������³0H[LFR��6WDELOL]DWLRQ��5HIRUP��DQG�1R*URZWK�´�%URRNLQJV�3DSHUV�RQ�(FRQRPLF�$FWLYLW\�������±�����%URRNLQJV�,QVWLWXWLRQ��:DVKLQJWRQ��'�&�
'UD]HQ��$OODQ��DQG�(OKDQDQ�+HOSPDQ��������³6WDELOL]DWLRQ�ZLWK�([FKDQJH�5DWH�0DQDJHPHQW�8QGHU�8QFHUWDLQW\�´�,Q�(��+HOSPDQ��$��5D]LQ��DQG�(��6DGND�� HGV���(FRQRPLF�(IIHFWV�RI�WKH�*RYHUQPHQW�%XGJHW��&DPEULGJH��0$��0,7�3UHVV�
)HUQDQGH]�$ULDV��(GXDUGR�DQG�3HWHU�0RQWLHO��������³7KH�6XUJH�LQ�&DSLWDO�,QIORZV�WR�'HYHORSLQJ�&RXQWULHV�´�3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU�������:RUOG�%DQN��:DVKLQJWRQ��'�&�
+HOSPDQ��(OKDQDQ�DQG�$VVDI�5D]LQ��������³([FKDQJH�5DWH�0DQDJHPHQW��,QWHUWHPSRUDO�7UDGH�RIIV�´�$PHULFDQ�(FRQRPLF�5HYLHZ�������±���
0LOHVL�)HUUHWL��*LDQ�0DULD��DQG�$VVDI�5D]LQ��������³&XUUHQW�$FFRXQW�6XVWDLQDELOLW\�´�3DSHU�SUHVHQWHG�DW�WKH�(LJKWK�5HJLRQDO�6HPLQDU�RQ�)LVFDO�3ROLFLHV��-DQ����±���(FRQRPLF�&RPPLVVLRQ�IRU�/DWLQ�$PHULFD�DQG�WKH�&DULEEHDQ��6DQWLDJR��&KLOH��
1DLP��0RLVHV��������³0H[LFR¶V�/DUJHU�6WRU\�´��)RUHLJQ�3ROLF\��-XQH�
5RGULJXH]��&DUORV��������³7KH�$UJHQWLQH�6WDELOL]DWLRQ�3ODQ�RI�'HFHPEHU����´�:RUOG'HYHORSPHQW �������±���
6DUJHQW��7KRPDV�DQG�1HLO�:DOODFH��������³6RPH�8QSOHDVDQW�0RQHWDULVW�$ULWKPHWLF�´�,Q��7KRPDV�6DUJHQW��HG���5DWLRQDO�([SHFWDWLRQV�DQG�,QIODWLRQ��+DUSHU�DQG�5RZ��1HZ�<RUN�


