
72:$5'6�)8//�(03/2<0(17�(*<37�,172�7+(���VW &(1785<

6$0,5�5$':$1

',67,1*8,6+('�/(&785(�6(5,(6���

$�38%/,&$7,21�2)7+(�(*<37,$1�&(17(5�)25�(&2120,&�678',(6



(&(6�'/6����5DGZDQ��'HFHPEHU�����
&217(176

)25(:25' Y
$5$%,&�)25(:25' YLL
$%287�7+(�63($.(5 L[
3$57�,� 72:$5'6�)8//�(03/2<0(17��(*<37�,172�7+(���VW &(1785<

���,QWURGXFWLRQ ���� $�3URILOH�RI�WKH�(PSOR\PHQW�3UREOHP ���� ([SODLQLQJ�WKH�7UHQGV�LQ�DQG�3DWWHUQV�RI�(PSOR\PHQW�DQG�8QHPSOR\PHQW ����� /RRNLQJ�WR�WKH�)XWXUH��7KH�+LJK�5RDG�WR�*URZWK ����� &RQFOXVLRQ ��
3$57�,,�����������72:$5'6�)8//�(03/2<0(17��',6&866,21
6XPPDU\�RI�'LVFXVVLRQ ��

$SSHQGL[��/LVW�RI�$WWHQGHHV ��5HIHUHQFHV ��2WKHU�(&(6�3XEOLFDWLRQV ��



(&(6�'/6����5DGZDQ��'HFHPEHU�����

Y

)25(:25'
,W�LV�HDV\�IRU�HFRQRPLVWV�DQG�SROLF\�PDNHUV�WR�JHW�VLGHWUDFNHG�GLVFXVVLQJ�VXEVLGLDU\�LVVXHV�ZKLOH�QHJOHFWLQJ�HVVHQWLDO��$OWKRXJK�UHOHYDQW��LQIODWLRQ��EXGJHW�GHILFLWV�DQG�VWRFN�PDUNHW�YRODWLOLW\�IDOO�LQWR�WKH�FDWHJRU\�RI�DQFLOODU\�LVVXHV��,Q�FRQWUDVW��JURZWK��XQHPSOR\PHQW�DQG�LQFRPH�GLVWULEXWLRQ�DIIHFW�WKH�SRSXODWLRQ�DW�ODUJH�DQG�WKXV�UHTXLUH�JUHDWHU�FRQVLGHUDWLRQ��7KLV�SXEOLFDWLRQ�DWWHPSWV�WR�UHGLUHFW�DWWHQWLRQ�DQG�GLDORJXH�WR�WKHVH�LPSRUWDQW�PDWWHUV�E\�H[DPLQLQJ�XQHPSOR\PHQW�7KH�SDSHU�FKDUDFWHUL]HV�WKH�HYROXWLRQ�RI�XQHPSOR\PHQW�LQ�(J\SW�RYHU�WKH�SDVW�WKUHH�DQG�D�KDOI�GHFDGHV��RXWOLQHV�WKH�HFRQRPLF�WUHQGV�LQ�WKUHH�VXE�SHULRGV�DQG�RIIHUV�D�UHFLSH�IRU�IXOOHU�HPSOR\PHQW�DV�WKH�³KLJK�URDG�WR�JURZWK�´�$OWKRXJK�WKH�SUHVFULSWLRQ�LV�DSSOLHG�WR�(J\SW��LW�LV�UHOHYDQW�WR�DOO�GHYHORSLQJ�FRXQWULHV�VXIIHULQJ�IURP�WKH�XQVXVWDLQDEOH�SROLF\�RI�JRYHUQPHQW�OHG�HPSOR\PHQW�LQ�WKH�SXEOLF�VHFWRU��7ZR�ILQGLQJV�VWDQG�RXW��)LUVW��JURZWK�LV�D�QHFHVVDU\�FRQGLWLRQ�IRU�MRE�FUHDWLRQ�DQG�D�ODERU�FUHDWLQJ�JURZWK�VWUDWHJ\�LV�QHHGHG�WR�VROYH�XQHPSOR\PHQW��6HFRQG��WKHUH�LV�D�VWURQJ�OLQN�EHWZHHQ�JURZWK��XQHPSOR\PHQW�DQG�HTXLWDEOH�LQFRPH�GLWULEXWLRQ�WKURXJK�HGXFDWLRQDO�UHIRUP�,PSOHPHQWLQJ�WKHVH�VROXWLRQV�LV�WKH�JUHDWHVW�FKDOOHQJH��7KLVZDV�DGGUHVVHG�LQ�WKH�GLVFXVVLRQ�WKDW�IROORZHG�'U��5DGZDQ¶V�OHFWXUH�DW�(&(6��7KH�UDQJH�RI�TXHVWLRQV�FRYHUHG�WKH�LPSDFW�RI�OLEHUDOL]DWLRQ�RQ�HPSOR\PHQW��WKH�DFFXUDF\�RI�XQHPSOR\PHQW�ILJXUHV��WKH�HIIHFW�RI�XQHPSOR\PHQW�LQVXUDQFH�RQ�WKH�ODERU�PDUNHW��WKH�FKDOOHQJH�RI�UHIRUPLQJ�WKH�FLYLO�VHUYLFH��DQG�WKH�DOWHUQDWLYH�RI�PLFURHQWHUSULVH��7KHVH�FKDOOHQJLQJ�TXHVWLRQV�ZHUH�PHW�ZLWK�LQVLJKWIXO�DQVZHUV�WKDW�,�KRSH�ZLOO�HQULFK�WKH�GLDORJXH�RQ�XQHPSOR\PHQW�LQ�(J\SW� $KPHG�*DODO([HFXWLYH�'LUHFWRU��(&(6'HFHPEHU�����



(&(6�'/6����5DGZDQ��'HFHPEHU�����
��eºº�Y

��[�Y�lUlL�U�Ur�����U��O��Y�wi~� U�Ur��Yn�U�����O���~Tip�O�ZUlU�l�T��x�Up�����gUp[��T�qxW���w�hfN��g�v�[`��T��~� Xg�gw�ZUwUs���T�lL�V��[� Ywil�� Y�jT���T�j`w�� �fr[�T ¿]�� U�Ur�W����[��� U�g�w�\gc�� U�� Th��U�Ur�����wL� Y���L� IUswO���g� Y��U��T��Ti��T¿»fg�T�v�j�[�� Y�UsW�T���gUp[��T��»���T� ¿]��Th���P~���h���w�Y�UsW�T�Y�r�������L�U�Ur��T���L����XgcT��_�Ux������YpUf�Y���L����Xj��[��T�ZTirUc��T�Y�l�l����iTgp�T� g��x�T��g����w�Xi�Ut�T��h��i�s[���Ux��Y�i��T�ggc[�ip���~�Y�UsW�T�u�r����U�[`�Ux��iUsO��~�}p��T��Y]�]�T ���c[��;U`�w��g�[�;Ti�fL� �U�i�s[���w�Y��[f��T�Y�gUp[��T�ZU�U`[�T�i]L�br�[�U����Y�rU��T�¿�U��T�¿�|n[�T��iUW[wUW ���������l�T���is�T��U��~�YpUf��Y��U��T�¿�g�T�v��`��b�p����L��O��ip��Y�UcW�oUf�^�x�T�Th���L�����{i�T���w� ��[`�[�W� ��x[���[�U���iUsO� �~� ����T� Th�� ����� �L� ��w�¿�x�T�oi~� ��f���i�ir� sin� ����T� �L� ��� ����TXg�g`�¿�w�oi~���f���O�}g�[�Y�`�[Ti[lT�¿gUx�T�v�j�[�T��Y�U�x�T������T���W�Y����Y�p��U����L����Y��U]�T�Y`�[��T����x[�T��Ut��a�pO��~�;UlUlL�Y�p�T��h�����[���¿fg���
�x�� �{i��[��U�[� U�� ��� Th��� �h���[�T� vr��� U��xr�� �~� ����� �tw�T� �gc[�T� �L� �O� ��[�WUl�T� ��[`�[��T� Y���Y�gUp[��T�ZUlTig����ip��T�j�i��T��~��T�ri�i��l�i�[�g�T�XirUc��V�w�ZiTg��[�T�ZUn�U���T�q�~���r[�g�� T Y�g��g����Y�U�x�T���w�i�ic[�T�YlU�l�i]L�¿]��ZUw�r���Y�Sl�TY�UsW�T�gr����M[�T�i�]M[���Y�UsW�UW�YpUf�T��U�i���f��~�Xi�|p�T�ZUw�in��T�i�g�u�r���i�]L�U����Y����c�T�XiTg�T�a�pO��~�¿]�[��T��gc[�T���¿�x�T���l���wY�����T�¿STgW�T�gcM��¿�x�T�oi~�

gxWW�U���`���~�Z�l[T�ZUWU`O����U�WlU���U��Xi�]��T�Y�Sl�T��h��Zg`��g���~ ��l[��L��~�¿�J�U������x[�T��it��T� ip���~�Y�UsW�T�Y��n��¿�c�iSTg�T�iT�c�T�ITi]O�g�¿�`�g�cL�h���[�T�i�g��TY�gUp[��T�ZUlTig����ip��T�j�i��TiW�l�gÏ××Õ



(&(6�'/6����5DGZDQ��'HFHPEHU�����
$%287�7+(�63($.(56$0,5�5$':$1'LUHFWRU�RI�WKH�'HYHORSPHQW�3ROLFLHV�'HSDUWPHQW�RI�WKH�,QWHUQDWLRQDO�/DERXU�2IILFH�
*HQHYD�6ZLW]HUODQG

6DPLU�5DGZDQ�KDV�EHHQ�ZRUNLQJ�ZLWK�WKH�,QWHUQDWLRQDO�/DERXU�2IILFH�VLQFH������DQG�LV�FXUUHQWO\�WKH�'LUHFWRU�RI�WKH�'HYHORSPHQW�3ROLFLHV�'HSDUWPHQW��$�JUDGXDWH�RI�WKH�XQLYHUVLWLHV�RI�&DLUR�DQG�/RQGRQ��0�6F���(FRQRPLFV�RI�8QGHUGHYHORSHG�&RXQWULHV�������DQG�3K�'���(FRQRPLFV���������'U��5DGZDQ�VSHFLDOL]HV�LQ�GHYHORSPHQW�HFRQRPLFV�
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���7KHVH�YLHZV�GR�QRW�QHFHVVDULO\�UHIOHFW�WKRVH�RI�WKH�,/2��7KH�DXWKRU�LV�JUDWHIXO�WR�'U��$KPHG�*DODO�DQG�'U��1DGHU�)HUJDQ\�IRU�H[WHQVLYH�FRPPHQWV�RQ�DQ�HDUOLHU�GUDIW��WR�0UV��5DVKD�.LQDZ\��0V��&KULVWLQH�*DLJQHEHW��DQG�0V��1DJZD�5LDG�IRU�UHVHDUFK�DVVLVWDQFH��DQG�0UV��*HUDOGLQH�2SOH�IRU�VHFUHWDULDO�DVVLVWDQFH�
���6HH�DOVR��³5LVLQJ�6SKLQ[�´�7KH�:DOO�6WUHHW�-RXUQDO�����$SULO������
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��(VWLPDWHV6RXUFHV� 0LQLVWU\�RI�3ODQQLQJ��&HQWUDO�%DQN�RI�(J\SW��(FRQRPLVW�,QWHOOLJHQFH�8QLW��&RXQWU\ )RUHFDVW��(J\SW���WK�TXDUWHU������
<HW��WKLV�SURJUHVV�DW�WKH�PDFUR�OHYHO�KDV�QRW�EHHQ�PDWFKHG�LQ�WZR�FUXFLDO�DUHDV��HPSOR\PHQW�FUHDWLRQ�DQG�SRYHUW\�UHGXFWLRQ��2SHQ�XQHPSOR\PHQW�LV�HVWLPDWHG�DW����WR��� SHUFHQW�RI�WKH�ODERU�IRUFH��DQG��JLYHQ�WKH�KLJK�UDWH�RI�JURZWK�RI�WKH�ODWWHU����� SHUFHQW�DQQXDOO\���WKH�HFRQRP\�PXVW�FUHDWH���������WR���������MREV�D�\HDU�RYHU�WKH�QH[W�GHFDGH�WR�DEVRUE�WKH�QHZ�DQG�SUHGRPLQDQWO\�\RXQJ�HQWUDQWV�WR�WKH�ODERU�PDUNHW��3RYHUW\�UHPDLQV�KLJK�DQG�KDV�FRQWLQXHG�WR�LQFUHDVH�IURP��� SHUFHQW�RI�WKH�SRSXODWLRQ�LQ���������WR��� SHUFHQW�LQ����������7KHUH�DUH�LQGLFDWLRQV�EDVHG�RQ�WKH���������+RXVHKROG�,QFRPH�DQG�([SHQGLWXUH�6XUYH\ WKDW�DV�PXFK�DV�KDOI�RI�WKH�SRSXODWLRQ�PD\�EH�OLYLQJ�LQ�SRYHUW\��WKXV�VXJJHVWLQJ�D�GHHSHQLQJ�RI�HFRQRPLF�LQHTXDOLW\��WKH�VKDUH�RI�WRWDO�LQFRPH�RI�WKH�XSSHU�� SHUFHQW�LQFUHDVHG�IURP����� SHUFHQW�WR����� SHUFHQW�EHWZHHQ������DQG�������ZKLOH�WRWDO�LQFRPH�RI�WKH�ERWWRP��� SHUFHQW�GHFOLQHG�IURP����� SHUFHQW�WR����� SHUFHQW���,13�������S�����,W LV�DJDLQVW�WKLV�EDFNGURS�RI�SHUVLVWLQJ�SRYHUW\�WKDW�WKH�QHHG�IRU�D�PDMRU�VKLIW�LQ�GHYHORSPHQW�SROLFLHV�LV�XUJHQWO\�QHHGHG��7R�WKLV�HQG��WKH�(J\SWLDQ�JRYHUQPHQW�KDV�

7DEOH�����6HOHFWHG�,QGLFDWRUV�RI�0DFURHFRQRPLF�3HUIRUPDQFH�����RI�*'3��XQOHVV�LQGLFDWHG�
������� ������� ������� ������� ������� �������
5HDO�*'3�JURZWK�UDWH���� ��� ��� ��� ��� ��� ���,QIODWLRQ����FKDQJH�LQ�&3,� ���� ���� ���� ��� ��� ���
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UHFHQWO\�SXEOLVKHG�LWV�GHYHORSPHQW�VWUDWHJ\�IRU�WKH�QH[W�WZR�GHFDGHV��³(J\SW�DQG�WKH���VW&HQWXU\´��&DELQHW�RI�0LQLVWHUV�������7KLV�SDSHU�DWWHPSWV�WR�FRQWULEXWH�WR�WKH�FXUUHQW�GHEDWH�RQ�WKH�IXWXUH�RULHQWDWLRQ�RI�WKH�(J\SWLDQ�HFRQRP\��,WV�SULPDU\�DVVHUWLRQ�LV�WKDW�(J\SW�PXVW�EXLOG�XSRQ�WKH�FXUUHQW�VWUHQJWK�RI�WKH�HFRQRP\�DQG�WDNH�WKH�KLJK�URDG�WR�JURZWK�ZLWK�WKH�ORQJ�WHUP�REMHFWLYH�RI�DFKLHYLQJ�IXOO�HPSOR\PHQW��7KDW�LV�WR�VD\��HVWDEOLVKLQJ�HIIHFWLYH�GHPDQG�KLJK�HQRXJK�WR�FUHDWH�VXIILFLHQW�HPSOR\PHQW�ZLWK�D�PLQLPXP�XQHPSOR\PHQW�UDWH�RI�VRPH���WR�� SHUFHQW�DQG�ZLWKRXW�KLJK�UDWHV�RI�LQIODWLRQ��%XW�LV�WKLV�D�UHDOLVWLF�REMHFWLYH"�7KHUH�DUH�FRPSHOOLQJ�UHDVRQV�WR�EHOLHYH�WKLV�LV�DQ�DWWDLQDEOH�JRDO��7KLV�SDSHU�VKRZV�WKDW�VXFK�D�VWUDWHJ\�LV�YLDEOH�SURYLGHG�D�FRQVLVWHQW�DQG�PXWXDOO\�UHLQIRUFLQJ�VHW�RI�SROLFLHV��DW�WKH�PDFUR���VHFWRUDO�DQG�PLFUR�OHYHOV��LV�LPSOHPHQWHG�ZLWKLQ�WKH�IUDPHZRUN�RI�DQ�RYHUDOO�ORQJ�WHUP�VWUDWHJ\�IRU�VXVWDLQDEOH�JURZWK�ZLWK�HTXLWDEOH�GLVWULEXWLRQ��8QGRXEWHGO\�WKLV�LV�D�IRUPLGDEOH�FKDOOHQJH�DW�ERWK�WKH�WKHRUHWLFDO�DQG�SROLF\�PDNLQJ�OHYHOV�7R�HOXFLGDWH�WKHVH�LVVXHV��WKH�SDSHU�EHJLQV�E\ RXWOLQLQJ�LQ�6HFWLRQ���WKH�QDWXUH�DQG�PDJQLWXGH�RI�WKH�HPSOR\PHQW�SUREOHP�LQ�(J\SW�E\�IRFXVLQJ�RQ�ODERU�PDUNHW�RXWFRPHV�LQ�WHUPV�RI�XQHPSOR\PHQW�DQG�LQFRPHV��,Q�6HFWLRQ����DQ�LQWHUSUHWDWLRQ�RI�WKH�SUHVHQW�VLWXDWLRQ�VHWV�WKH�VWDJH�IRU�VXJJHVWLQJ�DQ�DOWHUQDWLYH�SROLF\�IUDPHZRUN�DQG�DUJXLQJ�LWV�YLDELOLW\�LQ�6HFWLRQ����6HFWLRQ���FRQFOXGHV�E\�SRLQWLQJ�WR�VRPH�HVVHQWLDO�SUH�FRQGLWLRQV�IRU�WKLV�VWUDWHJLF�HFRQRPLF�VKLIW�
����$�3URILOH�RI�WKH�(PSOR\PHQW�3UREOHP
8QHPSOR\PHQW�KDV�EHHQ�(J\SW¶V�SULPDU\�HFRQRPLF�FRQFHUQ LQ�WKH�����V��:LWK�SRSXODWLRQ�JURZLQJ�DW���� SHUFHQW�D�\HDU��DQG�D�ODERU�IRUFH�LQFUHDVLQJ�DW�DQ�HYHQ�IDVWHU�UDWH�RI���� SHUFHQW�D�\HDU��WKH�HFRQRP\��JURZLQJ�DW�RQO\�� SHUFHQW�D�\HDU��LV�XQDEOH�WR�JHQHUDWH�VXIILFLHQW�GHPDQG�WR�DEVRUE�WKH���������QHZ�HQWUDQWV�WR�WKH�ODERU�PDUNHW�DQQXDOO\�

7KH�HFRQRPLF�KLVWRU\�RI�(J\SW�FDQ�EH�VHHQ�DV�D�FRQWLQXRXV�DWWHPSW�WR�FRSH�ZLWK�WKLV�
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XQHPSOR\PHQW��7KURXJKRXW�LWV�KLVWRU\��WKH�VWDWH�KDV�SOD\HG�D�PDMRU�UROH�LQ�MRE�FUHDWLRQ�SDUWLFXODUO\�WKURXJK�SXEOLF�ZRUNV��$W�WLPHV�WKH�SULYDWH�VHFWRU�KDV�WDNHQ�WKH�OHDG�LQ�HPSOR\PHQW�FUHDWLRQ�DV�LQ�WKH�0LVU�%DQN�H[SHULPHQW�����V�DQG�����V�DQG�ODWHU�ZKHQ�D�YLEUDQW�SULYDWH�VHFWRU�GHYHORSHG�GXULQJ�:RUOG�:DU�,,��2YHU�WKH�ODVW�WKUHH�GHFDGHV��KRZHYHU��WKH�VWDWH�KDV�UHVXPHG�LWV�UROH�DV�WKH�SULPDU\ MRE�SURYLGHU��7KH�IROORZLQJ�VHFWLRQV�VXPPDUL]H�WKH�OHJDF\�RI�WKLV�SROLF\�DSSURDFK�
)URP�6XUSOXV�/DERU�WR�+LJK�8QHPSOR\PHQW1RWZLWKVWDQGLQJ�WKH�LQDGHTXDFLHV�RI�ODERU�PDUNHW�GDWD��ZH�KDYH�DVVHPEOHG�LQ�)LJXUH���LQIRUPDWLRQ�RQ�XQHPSOR\PHQW�IURP�WKH�3RSXODWLRQ�&HQVXV�DQG�WKH�/DERU�)RUFH�6DPSOH�6XUYH\�IRU�WKH�SHULRG������WR������� %DVHG�RQ�WKLV�GDWD��ZH�FDQ�GLYLGH�WKH�SDVW����\HDUV�LQWR�WKUHH�VXE�SHULRGV�7KH�����
V���7KH�ODERU�VXUSOXV�HFRQRP\� ,Q�WKLV�HUD�RSHQ�XQHPSOR\PHQW�ZDV�QHJOLJLEOH�DQG�GHFOLQHG�WR�OHYHOV�EHORZ�WKH�QDWXUDO�UDWH�RI���WR�� SHUFHQW��7KH�VWDWH�ZDV�WKH�PDMRU�DFWRU�LQ�HFRQRPLF�OLIH��DQG�MREV�ZHUH�FUHDWHG�WKURXJK�PDVVLYH�LQYHVWPHQW�LQ�DJULFXOWXUH��LQIUDVWUXFWXUH�DQG�LPSRUW�VXEVWLWXWLQJ�LQGXVWULHV��DV�ZHOO�DV�WKH�UDSLGO\�H[SDQGLQJ�JRYHUQPHQW�DQG�SXEOLF�VHFWRU��*UDGXDWHV�DQG�PHQ�FRPSOHWLQJ�PLOLWDU\�VHUYLFH�ZHUH�DVVXUHG�RI�MREV�XQGHU�WKH�HPSOR\PHQW�JXDUDQWHH�VFKHPH��DQG�WKH�VWDWH�EHFDPH�WKH�SULPDU\�HPSOR\HU�LQ�WKH�FRXQWU\�DIWHU�DJULFXOWXUH��7KH�SUREOHP�GXULQJ�WKLV�SHULRG�ZDV�XQGHUHPSOR\PHQW�ZLWK�WKH�PDMRULW\�RI�ZRUNHUV�UHO\LQJ�RQ�ORZ�SURGXFWLYLW\�MREV�LQ�DJULFXOWXUH�RU�WKH�LQIRUPDO�VHFWRU��$UWKXU�/HZLV�FLWHV�

����'DWD�RQ�HPSOR\PHQW�DQG�XQHPSOR\PHQW�DUH�QRWRULRXVO\�LQDGHTXDWH��$W�WKH�UHTXHVW�RI�WKH�(J\SWLDQ�JRYHUQPHQW��WKH�,/2�KDV�FRPSOHWHG�D�81'3�VXSSRUWHG�SURMHFW�WR�UHYLHZ�WKH�/)66�DQG�VXJJHVW�DQ�DOWHUQDWLYH�EDVHG�RQ�LQWHUQDWLRQDO�VWDQGDUGV��$�WHDP��OHG�E\�'U��1DGHU�)HUJDQ\��ZLWK�PHPEHUV�IURP�WKH�0LQLVWU\�RI�/DERU��&$30$6��DQG�WKH�&HQWHU�IRU�6XSSRUW�WR�&DELQHW�'HFLVLRQ�0DNLQJ��LV�LQ�WKH�SURFHVV�RI�SXEOLVKLQJ�D�QHZO\�GHVLJQHG�EXOOHWLQ�XVLQJ�WKH������/)66�GDWD��6HH�&$30$6�DQG�,/2��5HYLHZ�RI�7KH�/DERU�)RUFH�6DPSOH�6XUYH\�LQ�(J\SW��(VWLPDWHV�RI�(PSOR\PHQW�DQG�8QHPSOR\PHQW��DQG�3URSRVDOV�IRU�,PSURYHPHQW��&DLUR��-XO\�������$OO�8QHPSOR\PHQW�HVWLPDWHV�LQ�
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8QHPSOR\PHQW�UDWH &RUUHFWHG�UDWH 3&��UHVLGXDO�UDWH 3&��XQHPSOR\HG

(J\SW�GXULQJ�WKLV�SHULRG�DV�D�WH[WERRN�H[DPSOH�RI�VXUSOXV�ODERU�ZDLWLQJ�WR�EH�VKLIWHG�WR�PRUH�SURGXFWLYH�VHFWRUV��/HZLV��������7KH�VWDWH�SXUVXHG�D�IXOO�HPSOR\PHQW�SROLF\�DW�D�ORZ�OHYHO�ZLWK�ERWK�ORZ�ZDJHV�DQG�SURGXFWLYLW\��XQWLO�WKH�HDUO\�����V�ZKHQ�LW�EHFDPH�FOHDU�WKDW�VXFK�SROLFLHV ZHUH�QRW�WHQDEOH�DQG�WKH�ZKROH�V\VWHP�ZDV�FDXJKW�LQ��ZKDW�PD\�EH�FDOOHG��D�ORZ�OHYHO�SURGXFWLYLW\�WUDS�������������7KH�EHJLQQLQJ�RI�RSHQ�XQHPSOR\PHQW��'XULQJ�WKLV�GHFDGH��WKH�JRYHUQPHQW�ODXQFKHG�LWV�2SHQ�'RRU�3ROLFLHV��DQG�WKH�HFRQRP\�JUHZ�DW�WKH�XQSUHFHGHQWHG�UDWH�RI�� SHUFHQW�SHU�\HDU��IXHOHG�E\�D�VWHDG\�IORZ�RI�UHVRXUFHV�IURP�WKH�6XH]�&DQDO��RLO�H[SRUWV��WRXULVP��ZRUNHUV�UHPLWWDQFHV�DQG�ERUURZLQJ��7KH�HPSOR\PHQW�SUREOHP�EHFDPH�PRUH�FRPSOH[�WKDQ�HYHU�EHIRUH�� 7KH�HPSOR\PHQW�FUHDWLQJ�VHFWRUV��DJULFXOWXUH DQG�SXEOLF�VHUYLFH��ZHUH�VDWXUDWHG�DQG�FRQVWUXFWLRQ�DQG�VHUYLFHV��ZHUH�QRW�FUHDWLQJ�VXIILFLHQW�MREV�7KH�HPSOR\PHQW�SUREOHP�ZDV�DOOHYLDWHG�WKURXJK�WKH�LQFUHDVHG�GHPDQG�LQ�WKH�JXOI�VWDWHV�IRU�PLJUDQW�ODERU�IROORZLQJ�WKH�LQFUHDVH�LQ�RLO�SULFHV�LQ�������6RPH ���WR��� SHUFHQW�RI�WKH�(J\SWLDQ�ODERU�IRUFH�HPLJUDWHG��7KH�ODERU�PDUNHW�EHFDPH�WLJKW��ODERU�VKRUWDJHV�EHJDQ��DQG�
WKLV�SDSHU�DUH�IURP�WKLV�SXEOLFDWLRQ�XQOHVV�RWKHUZLVH�LQGLFDWHG�����)RU�DQDO\VLV�VHH�%HQW�+DQVHQ�DQG�6DPLU�5DGZDQ��(PSOR\PHQW�2SSRUWXQLWLHV�DQG�(TXLW\�LQ�(J\SW��$�/DERU�0DUNHW�$SSURDFK��,/2��*HQHYD�������
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UHDO�ZDJHV�ZHQW�XS��3DUDGR[LFDOO\��ODERU�VKRUWDJHV�H[LVWHG�VLGH�E\�VLGH�ZLWK�RSHQ�XQHPSOR\PHQW�UHVXOWLQJ�IURP�YDULRXV�VWUXFWXUDO�DQG�IULFWLRQDO�ULJLGLWLHV��7KLV�SHULRG�GHPRQVWUDWHG�WKH�OLPLWV�RI�JURZWK�ZKLFK�UHOLHV�WRR�KHDYLO\�RQ�H[RJHQRXV�IDFWRUV�DQG�VKRZHG�WKDW�WKH�FRPSRVLWLRQ�RI�JURZWK�LV�MXVW�DV�FUXFLDO�DV�WKH�UDWH�RI�JURZWK�ZKHQ�FRQVLGHULQJ�HPSOR\PHQW�FUHDWLRQ�������������6ORZ�JURZWK��KLJK�XQHPSOR\PHQW��7KLV�SHULRG�PD\�EH�GHVFULEHG�EHVW�DV�RQH�RI�UHWUHQFKPHQW��7KH�PDMRU�IDFWRUV�WKDW�IXHOHG�WKH�KLJK�JURZWK�SHUIRUPDQFH�RI�WKH�SUHYLRXV�GHFDGH��PDVVLYH�UHVRXUFH�IORZV�IURP�DEURDG�DQG�D�GRPHVWLF�ERRP�EDVHG�RQ�FRQVWUXFWLRQ��VHUYLFHV�DQG�UHPLWWDQFHV�H[KDXVWHG�WKHLU�LPSDFW���(PLJUDWLRQ�SHDNHG�LQ�WKH�HDUO\�����V��DQG�QHW�UHWXUQ�PLJUDWLRQ�EHFDPH�D�UHDOLW\�SDUWLFXODUO\�DIWHU�WKH�JXOI�ZDU��7KLV�ZDV�UHIOHFWHG�LQ�D�VORZLQJ�RI�JURZWK�WKDW�FRQWLQXHG�XQWLO�������WKH�HFRQRP\�JUHZ�DW�UDWHV�UDQJLQJ�IURP���� SHUFHQW�WR���� SHUFHQW�SHU�\HDU��DQG�SHU�FDSLWD�LQFRPH�UHJLVWHUHG�]HUR�RU�QHJDWLYH�JURZWK�UDWHV���7KH�PDMRU�VRXUFH�RI�JURZWK�GXULQJ�WKLV�SHULRG�ZDV�YLJRURXV�JRYHUQPHQW�OHG�LQYHVWPHQW�LQ�LQIUDVWUXFWXUH��*LYHQ�WKLV�UDWH�DQG�SDWWHUQ�RI�JURZWK��LW�LV�QRW�VXUSULVLQJ�WKDW�RSHQ�XQHPSOR\PHQW�FOLPEHG�WR�QHZ�KHLJKWV��UHDFKLQJ��� SHUFHQW�LQ�0D\�������DQG�IOXFWXDWLQJ�DW�WKLV�OHYHO�VLQFH��,I�WKH�GDWD�DUH�FRUUHFWHG�IRU�VKRUWFRPLQJV��VXFK�DV�XQGHUHVWLPDWLQJ�IHPDOH�SDUWLFLSDWLRQ�DQG�XQGHU�UHSRUWLQJ�HPSOR\PHQW�RI�LQGLYLGXDOV XQGHU����DQG�DERYH����\HDUV��XQHPSOR\PHQW�PD\�EH�DV�KLJK�DV��� SHUFHQW��)HUJDQ\�������
7KH�6WUXFWXUH�DQG�3HUIRUPDQFH�RI�WKH�(J\SWLDQ�/DERU�0DUNHWV,W�LV�XVHIXO�WR�WDNH�D�FORVHU�ORRN�DW�WKH�VWUXFWXUH��SHUIRUPDQFH�DQG�RXWFRPH�RI�WKH�(J\SWLDQ�ODERU�PDUNHWV�GXULQJ�WKH�����V��7DEOH���DQG�)LJXUH���VKRZ�WKDW�WKH�SULYDWH�VHFWRU�HPSOR\HG�WKH�JUHDWHVW�QXPEHU�RI�SHRSOH������ SHUFHQW���IROORZHG�E\�SXEOLF�HPSOR\PHQW���� SHUFHQW��LQ�WKH�JRYHUQPHQW������ SHUFHQW���DQG�SXEOLF�HQWHUSULVH����� SHUFHQW��
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)LJXUH�����6WUXFWXUH�RI�WKH�/DERU�0DUNHW������ 7DEOH�����7KH�/DERU�0DUNHWV�LQ�����
8QHPSOR\HG�������� *RYHUQPHQW���������

,QIRUPDO6HFWRU


��������

3ULYDWH�6HFWRU

��������
3XEOLF(QWHUSULVH�������

7RWDO�ODERU�IRUFH
 ������ �����
8QHPSOR\HG ����� ����(PSOR\HG �������� ������*RYHUQPHQW ����� ����3XEOLF�(QWHUSULVHV ����� ���3ULYDWH�6HFWRU

 ����� ����,QIRUPDO�6HFWRU


 ����� ����

1RWHV���
'RHV�QRW�LQFOXGH�LPPLJUDQWV�

,QFOXGLQJ�DJULFXOWXUH�DQG�VHOI�HPSOR\HG�$JULFXOWXUH�HPSOR\HG���PLOO���������RI�WKH�ODERU�IRUFH�


,QFOXGHV�VHOI�HPSOR\HG�RXWVLGH�HVWDEOLVKPHQWV��7KLV�LV�DQ�XQGHUHVWLPDWH�DV�D�ODUJH�SURSRUWLRQ�RI�SULYDWH�VHFWRU�HPSOR\PHQW��HVSHFLDOO\�LQ�WUDGHV�DQG�VHUYLFHV��LV�LQ�WKH�LQIRUPDO�VHFWRU�6RXUFH��&$30$6��/)66�������,W�LV�LPSRUWDQW�WR�QRWH��KRZHYHU��WKDW�DJULFXOWXUH�LV�VWLOO�WKH�SULPDU\�VRXUFH�RI�SULYDWH�HPSOR\PHQW�DQG�FRQVWLWXWHV�RQH�WKLUG�RI�WKH�RYHUDOO�HFRQRP\��:RUOG�%DQN�������S����DQG�7DEOH������7KXV�WKH�VWDWH�FRQWLQXHV�WR�EH�WKH�PDLQ�SURYLGHU�RI�QRQ�DJULFXOWXUDO�HPSOR\PHQW��DQG�SXEOLF�HPSOR\PHQW�KDV�LQFUHDVHG�VOLJKWO\�VLQFH�WKH�����
V�ZKHQ�LW�DFFRXQWHG�IRU��� SHUFHQW�RI�WRWDO�HPSOR\PHQW�� $IWHU�DJULFXOWXUH��WKH�SULYDWH�VHFWRU�ZDV�WKH�OHDGLQJ�HPSOR\HU�LQ�WRXULVP������ SHUFHQW�RI�WRWDO�HPSOR\PHQW�LQ�����������������UHDO�HVWDWH������ SHUFHQW�� FRQVWUXFWLRQ������ SHUFHQW��DQG�PDQXIDFWXULQJ������ SHUFHQW���:RUOG�%DQN�������7DEOH������7KHVH�VHFWRUV�DUH�QRW�JHQHUDOO\�ODUJH�HPSOR\HUV�DQG�WHQG�WR�EH�PRUH�FDSLWDO�LQWHQVLYH�WKDQ�ODERU�LQWHQVLYH��$QRWKHU�HOHPHQW�FHQWUDO�WR�WKH�ODERU�PDUNHWV�LV�WKH�LQIRUPDO�VHFWRU�ZKLFK�DEVRUEV�RQH�ILIWK�RI�WKH�WRWDO�ODERU�IRUFH��$FFRUGLQJ�WR�+DQGRXVVD�DQG�3RWWHU��WKH�LQIRUPDO�VHFWRU�KDV�EHHQ��DQG�LV�OLNHO\�WR�EHFRPH��HYHQ�PRUH�HVVHQWLDO�WR�HPSOR\PHQW�DQG�LQFRPH�JHQHUDWLRQ�IRU�PRUH�WKDQ�KDOI�RI�WKH�QRQ�DJULFXOWXUDO�SRSXODWLRQ��&RQVLGHULQJ�WKH�LPSDFW�RI�YDULRXV�HFRQRPLF�DFWLYLWLHV�RQ�HPSOR\PHQW��7DEOH���VKRZV�WKDW�EHWZHHQ���������DQG����������VRPH�����PLOOLRQ�MREV�ZHUH�FUHDWHG�DW�DQ�DYHUDJH�RI�
����+DQVHQ�DQG�5DGZDQ��RS��FLW���S������
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��������MREV�SHU�\HDU��+DQGRXVVD�DQG�3RWWHU�������S������7KH�OHDGLQJ�VHFWRUV�ZHUH�PDQXIDFWXULQJ�IROORZHG�E\�VHUYLFHV�DQG�FRQVWUXFWLRQ��$JULFXOWXUH��ZKLFK�H[SHULHQFHG�D�GHFOLQH�LQ�ERWK�UHODWLYH�DQG�DEVROXWH�WHUPV�GXULQJ�WKH�����V��DSSHDUHG�WR�DWWUDFW�QHZ�ZRUNHUV�DV�D�UHVXOW�RI�WKH�VKLIW�WR�KLJK�YDOXH��ODERU�LQWHQVLYH�IUXLW�DQG�YHJHWDEOH�FURSV��DQG�WKH�UHHPHUJHQFH�RI�IDPLO\�IDUPV�DV�D�PDMRU�VRXUFH�RI�LQFRPH��GXH�WR�WKH�VKLIWLQJ�WHUPV�RI�WUDGH�LQ�IDYRU�RI�DJULFXOWXUH���,W�LV�VXUSULVLQJ�WR�QRWH�WKDW�HPSOR\PHQW�LQ�WRXULVP�GHFOLQHG�VOLJKWO\�GHVSLWH�WKH�WRXULVW�ERRP�LQ�UHFHQW�\HDUV��2QH�H[SODQDWLRQ�LV�WKDW�WKH�GDWD�RQO\�UHSRUW�HPSOR\PHQW�LQ�WKH�IRUPDO�VHFWRU�DQG�RPLW�WKH�QXPHURXV�ZRUNHUV�LQ�WKH�LQIRUPDO�WRXULVP�VHFWRU�
7DEOH�����(PSOR\HHV�E\�(FRQRPLF�$FWLYLW\����������� ������������V�
6HFWRU ������� 6HFWRU�VKDUH�� ������� 6HFWRU�VKDUH�� *URZWK�LQ���������������� 6HFWRU�VKDUH�LQFUHDVH��$JULFXOWXUH ����� ���� ����� ���� ���� ����,QGXVWU\ ����� ���� ����� ���� ���� ����3HWUROHXP�DQG�LWV�SURGXFWV �� ��� �� ��� ���� ���(OHFWULFLW\ �� ��� ��� ��� ����+RXVLQJ�DQG�FRQVWUXFWLRQ ��� ��� ����� ��� ���� ����7UDQVSRUWDWLRQ��FRPPXQLFDWLRQ�DQG�6XH]�&DQDO ��� ��� ��� ��� ���� ����
)LQDQFH��WUDGH�DQG�LQVXUDQFH ����� ���� ����� ���� ���� ����7RXULVP��KRWHOV�DQG�UHVWDXUDQWV ��� ��� ��� ��� ������GHFUHDVH �����
5HDO�HVWDWH ��� ��� ��� ��� ���� ���6RFLDO�DQG�SHUVRQDO�VHUYLFHV ����� ��� ����� ���� ���� ����
3XEOLF�XWLOLWLHV�VRFLDO�LQVXUDQFH�DQG�JRYHUQPHQW�VHUYLFHV

����� ���� ����� ���� ���� ���
7RWDO ������ ����� ������ ����� ���� �����
1RWH� :H�UHOLHG�RQ�GDWD�IURP�WKH�0LQLVWU\�RI�3ODQQLQJ�WR�REWDLQ�D�ORQJHU�VHULHV��,W�VKRXOG�EH�QRWHG��KRZHYHU��WKDW�WKHVH�GDWD�XQGHUHVWLPDWH�WKH�ODERU�IRUFH�FRPSDUHG�WR�WKH�/)66�ZKLFK�UHSRUWV�D�WRWDO�HPSOR\PHQW�ILJXUH�RI������������IRU����������RURQH�PLOOLRQ�PRUH�WKDQ�WKH�0LQLVWU\�RI�3ODQQLQJ�6RXUFH� &$30$6��6WDWLVWLFDO�<HDUERRN�����������&DLUR��-XO\�������S������&KDUDFWHULVWLFV�RI�WKH�8QHPSOR\HG
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7KLV�SDFH�DQG�SDWWHUQ�RI�MRE�FUHDWLRQ�UHVXOWHG�LQ�D�VWHDG\�ULVH�LQ�XQHPSOR\PHQW��$OWKRXJK�WKH�UDWH�RI�XQHPSOR\PHQW�LV�DQ�LPSRUWDQW�LQGLFDWRU�RI�WKH�HFRQRP\¶V�SHUIRUPDQFH��HTXDOO\�LPSRUWDQW�DUH�WKH�WUHQGV�DQG�FKDUDFWHULVWLFV�RI�XQHPSOR\PHQW��:H�KDYH�HVWDEOLVKHG�WKDW�RSHQ�XQHPSOR\PHQW�KDV�ULVHQ�VWHDGLO\�VLQFH�WKH�PLG�����V��EXW�ZKR�DUH�WKH�XQHPSOR\HG"7KH�SLFWXUH�WKDW�HPHUJHV�IURP�7DEOH����EDVHG�RQ�WKH�0D\������/DERU�)RUFH�6DPSOH�6XUYH\��LV�YHU\�WHOOLQJ��)LUVW��XQHPSOR\PHQW�SHHNHG�DPRQJ�WKH������DJH�JURXS������ SHUFHQW�FRPSDUHG�WR�D�WRWDO�DYHUDJH�RI����� SHUFHQW���$W�WKH�VDPH�WLPH��WKH�DYHUDJH�GXUDWLRQ�RI�XQHPSOR\PHQW�LV�KLJKHVW�DPRQJ�\RXWK��UHDFKLQJ��������DQG����PRQWKV�IRU�WKH�DJH�JURXSV��������������DQG��������UHVSHFWLYHO\��6HFRQG��WKH�LQFLGHQFH�RI�XQHPSOR\PHQW�LV�KLJKHVW�DPRQJ�ILUVW�WLPH�MRE�VHHNHUV���� SHUFHQW���PRVW�RI�ZKRP�DUH�LQ�WKH����� ���DJH�JURXS��7KLUG��WKH�UHODWLRQVKLS�EHWZHHQ�XQHPSOR\PHQW�DQG�HGXFDWLRQDO�DWWDLQPHQW�DSSHDUV�WR�EH�QHJDWLYH�DV�WKH�LQFLGHQFH�RI�XQHPSOR\PHQW�LV�KLJKHVW�DPRQJ�WKRVH�ZLWK�LQWHUPHGLDWH�HGXFDWLRQ���� SHUFHQW�DUH�XQHPSOR\HG��IROORZHG�E\�WKRVH�ZLWK�DERYH�LQWHUPHGLDWH�HGXFDWLRQ���� SHUFHQW��DQG�XQLYHUVLW\�JUDGXDWHV���� SHUFHQW���FRPSDUHG�WR�RQO\�� SHUFHQW�XQHPSOR\PHQW�DPRQJ�LOOLWHUDWHV��$V�)HUJDQ\�SXWV�LW��³7KLV�SDWWHUQ�LQGLFDWHV�QHJDWLYH�ODERU�PDUNHW�UHWXUQV�WR�HGXFDWLRQ�´�)RXUWK��XQHPSOR\PHQW�LV�KLJKHU�DPRQJ�IHPDOHV�WKDQ�PDOHV�HVSHFLDOO\�LQ�XUEDQ�DUHDV��)LIWK��XQHPSOR\PHQW�LV�KLJKHU LQ�SHULSKHUDO�UHJLRQV�VXFK�DV�:HVWHUQ�/RZHU�(J\SW�DQG�WKH�)URQWLHU�*RYHUQRUDWHV�7KHVH�FKDUDFWHULVWLFV�XQGHUVFRUH�WKH�VHULRXVQHVV�RI�WKH�XQHPSOR\PHQW�SUREOHP�HVSHFLDOO\�DPRQJ�WKH�\RXQJ��ZKRVH�SRVLWLRQ�LQ�WKH�ODERU�PDUNHW�GRHV�QRW�FRUUHVSRQG�WR�WKHLU�ULVLQJ�H[SHFWDWLRQV�
/DERU�,QFRPH�DQG�3RYHUW\7R�FRPSOHWH�WKH�SLFWXUH��ZH�PXVW�ORRN�DW�ODERU�PDUNHW�RXWFRPHV�LQ�WHUPV�RI�LQFRPHV�DQG�UHWXUQV�WR�ODERU�
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7DEOH�����&KDUDFWHULVWLFV�RI�8QHPSOR\PHQW��0D\�����
$��8QHPSOR\PHQW�E\�JHQGHU�DQG�UXUDO�XUEDQ�UHVLGHQFH��� \HDUV�DQG�DERYH�
,WHP 0DOHV )HPDOHV 7RWDOXUEDQ UXUDO WRWDO XUEDQ UXUDO WRWDO XUEDQ UXUDO WRWDO8QHPSOR\PHQW�����V� ��� ��� ��� ��� ��� ��� ��� ����� �����
8QHPSOR\PHQW�UDWH���� ��� ��� ��� ���� ���� ���� ���� ���� ����)LUVW�WLPH�MRE�VHHNHUV���� ���� ���� ���� ���� ���� ���� ���� ���� ����$YHUDJH�GXUDWLRQ�RI�XQHPSOR\PHQW�LQ�PRQWKV��������)LUVW�7LPH�:RUN�6HHNHU3UHYLRXVO\�(PSOR\HG7RWDO
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8QHPSOR\PHQW�UDWH���� ��� � ���� ���� ���� ��� ��� ��� ��� ���ILUVW�WLPH�MRE�VHHNHUV�XQHPSOR\HG���� 
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1RWH���
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&��8QHPSOR\PHQW�E\�HGXFDWLRQDO�VWDWXV��DJH�EUDFNHW��������

,OOLWHUDWH 5HDGV�	�:ULWHV
/HVV�WKDQ,QWHUPHGLDWH

,QWHUPHGLDWH $GYDQFHG�,QWHUPHGLDWH 8QLYHUVLW\�	+LJKHU
8QHPSOR\PHQW�UDWH���� ��� ��� ��� ���� ���� ����$YHUDJH�GXUDWLRQ�RI�XQHPSOR\PHQW�LQ�PRQWKV��������

���� ���� ���� ���� ���� ����

'��8QHPSOR\PHQW�E\�UHJLRQ��DJH�EUDFNHW��������
*UHDWHU&DLUR 2WKHU0DMRU�&LWLHV (DVWHUQ/RZHU�(J\SW

&HQWUDO�/RZHU�(J\SW
:HVWHUQ�/RZHU�(J\SW

1RUWKHUQ�8SSHU�(J\SW 6RXWKHUQ�8SSHU�(J\SW )URQWLHU�*RYHUQRUDWH
8QHPSOR\PHQW�UDWH���� ��� ���� ���� ���� ���� ��� ���� ����
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)LUVW��WUHQGV�LQ�UHDO�ZDJHV��LQ�(J\SW��ZDJH�ODERU�UHSUHVHQWHG����� SHUFHQW�RI�XUEDQ�HPSOR\PHQW�LQ����������� SHUFHQW�RI�UXUDO�HPSOR\PHQW��DQG����� SHUFHQW�RI�WRWDO�HPSOR\PHQW��7KH�PRYHPHQW�LQ�UHDO�ZDJHV�LV��WKHUHIRUH��D�VLJQLILFDQW�LQGLFDWRU�RI�FKDQJHV�LQ�LQFRPH�IRU�D�VLJQLILFDQW�SDUW�RI�WKH�ODERU�IRUFH�ZKRVH�PDLQ�VRXUFH�RI�LQFRPH�LV�ODERU��7DEOH���DQG�)LJXUH���SURYLGH�D�GUDPDWLF�SLFWXUH�RI�UHDO�ZDJH�WUHQGV�LQ�WKH�GLIIHUHQW�HFRQRPLF�DFWLYLWLHV�VLQFH�WKH�HDUO\�����V��7KH�ZDJH�LQFUHDVH�WKDW�EHJDQ�E\�WKH�PLG�����V��DV�D�UHVXOW�RI�ODERU�VKRUWDJHV��JDYH�ZD\�WR�PRUH�WKDQ�D�GHFDGH�RI�FRQWLQXRXV�GHFOLQH�LQ�DOO�HFRQRPLF�DFWLYLWLHV�ZLWKRXW�H[FHSWLRQ��5HDO�ZDJHV�LQ���������ZHUH�RQO\�WZR�WKLUGV�RI�WKH���������ZDJHV�LQ�ERWK�SXEOLF�DQG�SULYDWH�VHFWRUV�DOLNH��$YHUDJH�DQQXDO�UHDO�ZDJHV�IRU�WKH�SULYDWH�VHFWRU�LQ���������DPRXQWHG�WR����� SHUFHQW�RI�WKH���������OHYHO��:RUOG�%DQN�������7DEOH������$V�D�UHVXOW�ZDJH�HDUQHUV�KDG�WR�GHYLVH�VXUYLYDO�VWUDWHJLHV�WR�FRSH�ZLWK�GHFOLQLQJ�UHDO�LQFRPHV�E\�ZRUNLQJ�VHYHUDO�MREV�DQG�UHVRUWLQJ�WR�UHQW�VHHNLQJ�EHKDYLRU��7KH�IDFW�UHPDLQV�WKDW�WKH�GHFOLQH�LQ�PDQ\�SHRSOH¶V�PDLQ�VRXUFH�RI�LQFRPH�KDV�EHHQ�GHYDVWDWLQJ�'DWD�RQ�SRYHUW\�DQG�LQFRPH�GLVWULEXWLRQ�DUH�KLJKO\�XQUHOLDEOH��KRZHYHU��7KH������+XPDQ�'HYHORSPHQW�5HSRUW�IRU�(J\SW�VKRZV�WKDW�WKH�³LQFLGHQFH�RI�SRYHUW\�DW�WKH�QDWLRQDO�OHYHO�KDV�LQFUHDVHG�IURP��� SHUFHQW�RI�WKH�WRWDO�SRSXODWLRQ�LQ���������WR��� SHUFHQW�LQ����������DQG�LQGLFDWLRQV�DUH�WKDW�LW�PD\�EH�DV�KLJK�DV��� SHUFHQW�DW�SUHVHQW��7KLV�DSSOLHV�WR�ERWK�XUEDQ�DQG�UXUDO�DUHDV��ZKHUH�WKH�LQFLGHQFH�RI�SRYHUW\�LQFUHDVHG�IURP��� SHUFHQW�DQG��� SHUFHQW��WR��� SHUFHQW�DQG��� SHUFHQW�UHVSHFWLYHO\ �,13�������S�����´ 7KH �����+XPDQ�'HYHORSPHQW�5HSRUW�IRU�(J\SW VKRZV�WKDW�WKH�LQFLGHQFH�RI�SRYHUW\�LQ���������ZDV�DERXW��� SHUFHQW��KRZHYHU��LI�WKH��� SHUFHQW�RI WKH�SRSXODWLRQ�OLYLQJ�LQ�VR�FDOOHG�µPLOG�SRYHUW\�¶�LV�DGGHG��WKH�LQFLGHQFH�RI�SRYHUW\�LQFUHDVHV�WR��� SHUFHQW��,13��������$�:RUOG�%DQN�UHSRUW�FRPHV�WR�D�VLPLODU�FRQFOXVLRQ�QRWLQJ�WKDW��³,Q�(J\SW�WKH�SURSRUWLRQ�RI�WKH�SRSXODWLRQ�XQGHU�WKH�SRYHUW\�OLQH��86� ���D�PRQWK�SHU�SHUVRQ�LQ�UHDO�GROODUV��LQFUHDVHG�E\��� SHUFHQW�EHWZHHQ������DQG������DQG�KDV�OLNHO\�FRQWLQXHG�WR�ULVH�EHFDXVH�ODERU�GHPDQG�KDV�UHPDLQHG�ZHDN�DQG�FRQVXPSWLRQ�VXEVLGLHV�KDYH�EHHQ�UHGXFHG��:RUOG�%DQN�������´
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%H\RQG�WKH�DFDGHPLF�GHEDWH�RYHU�PHDVXULQJ�SRYHUW\��WZR�WKLQJV�DUH�LPSRUWDQW�IRU�WKH�SROLF\�PDNHU��WKH�WUHQGV DQG�WKH FKDUDFWHULVWLFV RI�SRYHUW\��(YLGHQFH VXJJHVWV�WKDW�WKH�SRYHUW\�WUHQG�LQ�(J\SW�LV�ZRUVHQLQJ��7KH���������+RXVHKROG�,QFRPH�DQG�([SHQGLWXUH�6XUYH\ VKRZV�WKDW�DYHUDJH�LQFRPHV�DQG�H[SHQGLWXUHV�LQ�UHDO�WHUPV�GHFOLQHG�GXULQJ�WKH�SHULRG���������WR����������DQG�DYHUDJH�LQFRPHV�GHFOLQHG�E\�DERXW��� SHUFHQW��ZKLOH�DYHUDJH�H[SHQGLWXUHV�GHFOLQHG�E\��� SHUFHQW��)HUJDQ\�������� 7KLV�LV�IXUWKHU�FRUURERUDWHG�E\�GDWD�IURP�QDWLRQDO�VWDWLVWLFV�ZKLFK�LQGLFDWH�WKDW�UHDO�SHU�FDSLWD�*'3�LQ������GROODUV�KDV�GHFOLQHG�IURP�86������WR�86������IURP������WR�������+DQGRXVVD�������,0)��,QFUHDVLQJ�SRYHUW\�DQG�HURGLQJ�LQFRPHV�KDYH�OHG�WR�GHHSHQLQJ�LQHTXDOLW\��ZLWK�WKH�VKDUH�RI�LQFRPH�RI�WKH�ULFKHVW��� SHUFHQW RI�WKH�SRSXODWLRQ�LQFUHDVLQJ�IURP����� SHUFHQW�LQ������WR����� SHUFHQW�LQ�������ZKLOH�WKH�VKDUH�RI�WKH�SRRUHVW��� SHUFHQW�GHFOLQHG�IURP����� SHUFHQW�WR����� SHUFHQW�RI�LQFRPH�GXULQJ�WKH�VDPH�SHULRG��,13�������S�����:KR�$UH�WKH�3RRU"7KH�VRFLDO�DQG�HFRQRPLF�FKDUDFWHULVWLFV�RI�WKH�SRRU�KDYH�UHPDLQHG�ODUJHO\�XQFKDQJHG�IURP���������WR����������7KH���������+RXVHKROG�,QFRPH�DQG�([SHQGLWXUH�6XUYH\�LQGLFDWHV�WKH�IROORZLQJ��ILUVW��SRYHUW\�LV�FRQFHQWUDWHG�LQ�UXUDO�DUHDV�DQG�LQ�8SSHU�(J\SW�LQ�SDUWLFXODU��VHFRQG��WKH LQFLGHQFH�RI�SRYHUW\�LV�KLJKHVW�DPRQJ�WKH�LOOLWHUDWH��DOWKRXJK�LW�DOVR�H[LVWV�DPRQJ�XQLYHUVLW\�JUDGXDWHV��WKLUG��SRYHUW\�LV�KLJKHVW�DPRQJ�WKH�XQHPSOR\HG�DQG�WKH�VHOI�HPSOR\HG��IRXUWK��SRYHUW\�LV�FRQFHQWUDWHG�DPRQJ�WKH�\RXQJ�DQG�QHZO\�PDUULHG��������\HDUV� DQG�WKH�HOGHUO\�����\HDUV�����DQG�ILIWK��SRYHUW\�LQFUHDVHV�ZLWK�WKH�QXPEHU�RI�FKLOGUHQ��PHPEHUV�OHVV�WKDQ�WHQ�\HDUV�ROG��LQ�WKH�KRXVHKROG��7KLV�VXJJHVWV�WKDW�D�JURZWK�VWUDWHJ\�

�� $V�GHPRQVWUDWHG�LQ�WKH�IROORZLQJ�WDEOH�*HRJ��'LVW� ,QGLFDWRU ������� ������� &KDQJH&XUUHQW 5HDO�������3ULFHV�$OO�(J\SW ([SHQGLWXUH ����� ����� ����� ������,QFRPH ����� ����� ����� ������



(&(6�'/6����5DGZDQ��'HFHPEHU�����

��

7DEOH�����,QGH[�RI�5HDO�:DJHV
������� �����
6HFWRU ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����
$JULFXOWXUH ���� ���� ����� ����� ����� ����� ���� ���� ���� ���� ���� ���� ���� ���� ����
,QGXVWU\ ���� ����� ����� ����� ����� ����� ���� ���� ���� ���� ���� ���� ���� ���� ����
3HWUROHXP ���� ���� ����� ����� ����� ����� ���� ���� ���� ���� ���� ���� ���� ���� ����
(OHFWULFLW\ ���� ���� ���� ���� ����� ����� ���� ���� ���� ���� ���� ���� ���� ���� ����
+RXVLQJ�	�&RQVWUXFWLRQ ���� ���� ����� ����� ����� ����� ���� ���� ���� ���� ���� ���� ���� ���� ����
7UDQVSRUWDWLRQ�	�&RPP� ���� ���� ����� ����� ����� ����� ���� ���� ���� ���� ���� ���� ���� ���� ����
)LQDQFH�	7UDGH ���� ���� ����� ����� ����� ����� ���� ���� ���� ���� ���� ���� ���� ���� ����
2WKHU�6HUYLFHV ���� ����� ����� ����� ����� ����� ���� ���� ���� ���� ���� ���� ���� ���� ����
*UDQG�7RWDO ���� ���� ����� ����� ����� ����� ���� ���� ���� ���� ���� ���� ���� ���� ����

5HDO�:DJH�,QGH[� �DYHUDJH�DQQXDO�ZDJH�SHU�HPSOR\HH�FRQVXPHU�SULFH�LQGH[�6RXUFH���%DVHG�RQ�GDWD�IURP�&$30$6�

)LJXUH�����,QGH[�RI�5HDO�:DJHV

��
��
��

���
���

����� ����� ����� ����� ����� ����� ����� �����
*UDQG�WRWDO
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IRFXVLQJ�RQ�WKH�TXDOLW\�DQG�LQWHQVLW\�RI�HPSOR\PHQW�ZLOO�DOOHYLDWH�SRYHUW\��(IIRUWV�DW�KXPDQ�FDSLWDO�IRUPDWLRQ�DQG�DFFXPXODWLRQ�WKURXJK�UHIRUP�RI�WKH�IRUPDO�HGXFDWLRQ�V\VWHP�DQG�SURPRWLRQ�RI�WUDLQLQJ�DQG�UHWUDLQLQJ�SURJUDPV�ZRXOG�LQFUHDVH�WKH�UHWXUQV�WR�WKH�SRRU�E\�SURYLGLQJ�WKHP�ZLWK�WKH�QHFHVVDU\�HGXFDWLRQ�DQG�VNLOOV��DQG�KHQFH�WKH�RSSRUWXQLWLHV�IRU�SURGXFWLYH�DQG�UHPXQHUDWLYH�HPSOR\PHQW��
�� ([SODLQLQJ�WKH�7UHQGV�LQ�DQG�3DWWHUQV�RI�(PSOR\PHQW�DQG�8QHPSOR\PHQW
,Q�H[DPLQLQJ�WKH�HYROXWLRQ�RI�HPSOR\PHQW�DQG�ODERU�PDUNHWV�LQ�(J\SW�RYHU�WKH�ODVW�IRXU�GHFDGHV��WKH�SLFWXUH�WKDW�HPHUJHV�LV�IDU�WRR�FRPSOH[�IRU�VLPSOH�WKHRUHWLFDO�UHGXFWLRQV��,Q�JHQHUDO��WKH�OLWHUDWXUH�RQ�HPSOR\PHQW�SROLFLHV�KDV�ODJJHG�IDU�EHKLQG�WKH�HYROXWLRQ�RI�WKRXJKW�RQ�PDFURHFRQRPLF�LVVXHV��0RVW�RI�WKH�SRVW�.H\QHVLDQ�GHEDWH�KDV�IRFXVHG�RQ�ZDJH�GHWHUPLQDWLRQ�RU�RQ�WKH�GLIIHUHQW�IDFWRUV�WKDW�LQIOXHQFH�ODERU�PDUNHW�EHKDYLRU�� ,Q�WKLV�UHVSHFW��WKH�UHFHQW�GLVFXVVLRQ�HPSKDVL]HG�WKH�SRODUL]DWLRQ�RI�WKH�µGLVWRUWLRQLVW¶�DQG�WKH�µLQVWLWXWLRQDOLVW¶�VFKRROV��7KH�µGLVWRUWLRQLVWV¶�UHJDUG�UHJXODWLRQ�RI�WKH�ODERU�PDUNHW�DV�LQWHUYHQWLRQ�GHWULPHQWDO�WR�HIILFLHQF\��ZKLOH�WKH�µLQVWLWXWLRQDOLVWV¶�DUJXH�WKDW�ODERU�PDUNHWV�DUH�PRUH�IOH[LEOH�DQG�WKDW�D�PHDVXUH�RI�UHJXODWLRQ�LV�QHFHVVDU\�IRU�DQ�HTXLWDEOH�ODERU�PDUNHW�%RWK�YLHZV�RYHU�VLPSOLI\�WKH�FDVH��7KH�REMHFWLYH�RI�HFRQRPLF�SROLF\�LV�WR�FUHDWH�WKH�FRQGLWLRQV�QHFHVVDU\�WR�VXVWDLQ�D�OHYHO�RI�DJJUHJDWH�GHPDQG�DQG�JXDUDQWHH�PD[LPXP�HPSOR\PHQW�EDVHG�RQ�D�JLYHQ�UDWH�RI�LQYHVWPHQW�DW�D�WROHUDEOH�UDWH�RI�LQIODWLRQ��:LWKLQ�WKLV�IUDPHZRUN��UHJXODWLRQV�VKRXOG�EH�NHSW�WR�WKH�PLQLPXP�QHFHVVDU\�WR�FRPSHQVDWH�IRU�PDUNHW�IDLOXUH�DQG�WR�JXDUDQWHH�EURDG�EDVHG�DFFHVV�WR�IDFWRU�DQG�FRPPRGLW\�PDUNHWV��0DFURHFRQRPLF�SROLF\�VKRXOG�EH�FRQFHUQHG�ZLWK�VXVWDLQLQJ�D�UDWH�RI�JURZWK�VXIILFLHQW�WR�LQFUHDVH�DJJUHJDWH�GHPDQG��VHFWRUDO�SROLFLHV�VKRXOG�JXDUDQWHH�WKH�DOORFDWLRQ�RI�LQYHVWPHQW�WR�VHFWRUV�ZLWK�KLJKHU�ODERU�GHPDQG��DQG�WKH�LQFHQWLYH�V\VWHP�VKRXOG�UHO\�RQ�D�VHW�RI�
����)RU�D�JRRG�VXUYH\��VHH�5LFKDUG�%��)UHHPDQ��³/DERU�0DUNHW�,QVWLWXWLRQV�DQG�3ROLFLHV��+HOS�RU�+LQGUDQFH�WR�(FRQRPLF�'HYHORSPHQW"´�LQ�3URFHHGLQJV�RI�WKH�:RUOG�%DQN�$QQXDO�&RQIHUHQFH�RQ�'HYHORSPHQW�(FRQRPLFV��������:DVKLQJWRQ��
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VWUDWHJLF�SULFHV�WKDW�UHIOHFW�PDUNHW�UHDOLWLHV�DQG�FDQ�WKXV�DFKLHYH�WKH�HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV�*LYHQ�WKLV�SHUVSHFWLYH��KRZ�VKRXOG�WKH�(J\SWLDQ�ODERU�H[SHULHQFH�EH�LQWHUSUHWHG"�7KLV�SDSHU�FRQWHQGV�WKDW�LW�LV�WKH�FRPELQDWLRQ�RI�WKUHH�PDMRU�IDFWRUV�WKDW�GHWHUPLQHV�HPSOR\PHQW�SHUIRUPDQFH��WKH�UDWH�RI�*'3�JURZWK��WKH�PDQDJHPHQW�RI�ODERU�GHPDQG��DQG�WKH�H[WHQW�RI�ODERU�PDUNHW�IOH[LELOLW\�RU�UHJXODWLRQ��$GGLWLRQDOO\��HPSOR\PHQW�FUHDWLRQ�LV�WKH�PRVW�HIIHFWLYH�PHFKDQLVP�RI�LQFRPH�UHGLVWULEXWLRQ��%DVHG�RQ�WKLV�SHUVSHFWLYH�ZH�PXVW�H[DPLQH�WKH�WKUHH�VXE�SHULRGV�LGHQWLILHG�LQ�WKH�SUHYLRXV�VHFWLRQ��7KH�QHDU�µIXOO�HPSOR\PHQW¶�VLWXDWLRQ�LQ�WKH�����V�FDQ�EH�H[SODLQHG�LQ�WHUPV�RI�D�KLJK�UDWH�RI�JURZWK��� SHUFHQW�RQ�DYHUDJH�SHU�\HDU���D�WUHPHQGRXV�XSVXUJH�LQ�ODERU�GHPDQG�DV�D�UHVXOW�PDLQO\�RI�SXEOLF�LQYHVWPHQW��DQG�WLJKW�UHJXODWLRQ�RI�WKH�ODERU�PDUNHW�WKURXJK�WKH�HPSOR\PHQW�JXDUDQWHH�VFKHPH�RQ�WKH�RQH�KDQG�DQG�D�ORZ�ZDJH�LQIODWLRQ�UHJLPH�RQ�WKH�RWKHU��7KLV�V\VWHP�ZDV�QRW�VXVWDLQDEOH�RQFH�WKH�VWDWH¶V�FDSDFLW\�WR�ILQDQFH�LQYHVWPHQW��HVSHFLDOO\�WKURXJK�IRUHLJQ�H[FKDQJH��ZDV�ODUJHO\�FXUWDLOHG�7KH�GHFDGH�RI���������PD\�EHVW�EH�GHVFULEHG�DV�RQH�RI�¶MREOHVV�JURZWK�µ�DV�XQSUHFHGHQWHG�KLJK�UDWHV�RI�JURZWK��� SHUFHQW�RQ�DYHUDJH�SHU�\HDU��ZHUH�DVVRFLDWHG�ZLWK�ULVLQJ�RSHQ�XQHPSOR\PHQW��GHVSLWH�WKH�IDFW�WKDW�HPLJUDWLRQ�DFFRXQWHG�IRU�VRPH����WR��� SHUFHQW�RI�WKH�ODERU�IRUFH��7KLV�SDUDGR[�ZDV�GXH�WR�WKH�IDLOXUH�WR�XVH�WKH�PDVVLYH�IORZ�RI�UHVRXUFHV�WR�LQFUHDVH�LQYHVWPHQW�LQ�WKH�HPSOR\PHQW�LQWHQVLYH�VHFWRUV�RI�WKH�HFRQRP\�DQG�EHFDXVH�WKH�D�VRXQG�HPSOR\PHQW�SROLF\�DV ³DQ�LQVXUDQFH�SROLF\�IRU�WKH�IXWXUH´�ZDV�QRW�GHYHORSHG��+DQVHQ�DQG�5DGZDQ�������$�QXPEHU�RI�OHVVRQV�FDQ�EH�GUDZQ�IURP�WKH�H[SHULHQFH�RI�WKLV�SHULRG��)LUVW��JURZWK�RI�*'3�LV�FHUWDLQO\�D�QHFHVVDU\�EXW��E\�QR�PHDQV��D�VXIILFLHQW�FRQGLWLRQ�IRU�LQFUHDVHG�HPSOR\PHQW��7KH�HPSOR\PHQW�LQWHQVLW\�RI�JURZWK�LV�HTXDOO\�LPSRUWDQW��0DFURHFRQRPLF�SROLFLHV�WR�HQVXUH�KLJKHU�JURZWK�RI�RXWSXW�PXVW�EH�FRPSOLPHQWHG�E\�D�VHFWRUDO�SROLF\�WR�PD[LPL]H�ODERU�GHPDQG��6HFRQG��WKH�GDQJHU�RI�H[FHVVLYH�UHOLDQFH�RQ�H[WHUQDO�UHVRXUFHV��
�����
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HVSHFLDOO\�WKRVH�RYHU�ZKLFK�WKH�FRXQWU\�KDV�OLWWOH�FRQWURO��LV�WZRIROG��WKH�WHPSWDWLRQ�WR�QHJOHFW�WKH�FRQWULEXWLRQ�RI�GRPHVWLF�VDYLQJV�DQG�WKH�WHQGHQF\�WR�GLUHFW�PRVW�LQYHVWPHQWV�WR�VKRUW�WHUP��KLJK�UHWXUQ�DFWLYLWLHV�ZKLFK�DUH�QRW�QHFHVVDULO\�HPSOR\PHQW�LQWHQVLYH��7KLUG��LI�JURZWK�WDNHV�SODFH�LQ�DQ�HQYLURQPHQW�ZKHUH�WKH�UHODWLYH�UROHV�RI�WKH�VWDWH�DQG�WKH�PDUNHW�DUH�DPELJXRXV�DQG�WKH�SULYDWH�VHFWRU�LV�RYHU�UHJXODWHG��JURZWK�PD\�EH�FXUWDLOHG��UHQW�VHHNLQJ�EHKDYLRU�PD\�EHJLQ�DQG�FDSLWDO�IOLJKW�IURP�WKH�SULYDWH�VHFWRU�PD\�HQVXH�7KH���������SHULRG��DV�QRWHG�HDUOLHU��ZDV�RQH�RI�VORZ�JURZWK�DQG�KLJK�XQHPSOR\PHQW��&OHDUO\�WKH�VWDJQDWLRQ�LQ�RXWSXW�JURZWK��FRXSOHG�ZLWK�WKH�GHFOLQH�LQ�HPLJUDWLRQ��ODUJHO\�H[SODLQ�WKLV��,W�LV�DOVR�EH�DUJXHG�WKDW�GHVSLWH�WKH�WXUQDURXQG�LQ JURZWK�VLQFH�������WKH�ODERU�PDUNHWV�KDYH�QRW�UHVSRQGHG�SRVLWLYHO\�GXH�WR�RYHU�UHJXODWLRQ�� +RZHYHU��WKLV�DUJXPHQW�LV�H[DJJHUDWHG��(YLGHQFH�VXJJHVWV�WKDW�ODERU�PDUNHWV�LQ�(J\SW�KDYH�EHHQ�IDLUO\�IOH[LEOH�GXULQJ�WKLV�SHULRG��5HDO�ZDJHV�LQ�DOO�VHFWRUV�RI�WKH HFRQRP\�GHFOLQHG�RYHU�WKH�ODVW�GHFDGH���VHH�)LJXUH�����DQG�WKH�GHFOLQH�LQ�SULYDWH�VHFWRU�ZDJHV�ZDV�JUHDWHU�WKDQ�WKDW�RI�WKH�SXEOLF�VHFWRU��:RUOG�%DQN�������7DEOH������0RUHRYHU��LI�ZH�ORRN�DW�WKH�PDQXIDFWXULQJ�VHFWRU��ZKHUH�SULYDWH�VHFWRU�JURZWK�ZDV�QRWDEOH��ZH�ILQG�WKDW�WKH�JURZWK�RI�UHDO�HDUQLQJV�ZDV�PXFK�OHVV�WKDQ�WKDW�RI�YDOXH�DGGHG�DQG�SURGXFWLYLW\��VHH�7DEOH���DQG�)LJXUH�����:H�PXVW�VHHN�DQ�H[SODQDWLRQ�WKDW�JRHV�EH\RQG�WKH�µGHUHJXODWLRQ�DUJXPHQW�¶�5LVLQJ�XQHPSOR\PHQW�LQ�WKH�����V�LV�SULPDULO\�GXH�WR�VORZ�JURZWK�DQG�LQDGHTXDWH�LQYHVWPHQW��7KLV�LV�QRW�WR�GHQ\�WKH�LPSRUWDQFH�RI�DQ�HQDEOLQJ�HQYLURQPHQW�WKDW�HQFRXUDJHV�IRUHLJQ�DQG�GRPHVWLF�LQYHVWPHQW��WKH�OHJDO�IUDPHZRUN�DUH�SUHFRQGLWLRQV�IRU�IXWXUH�JURZWK��7KH�SULYDWH�VHFWRU�LQ�JHQHUDO��DQG�VPDOO�DQG�PHGLXP�VL]H�HQWHUSULVH�LQ�SDUWLFXODU��LV�LQGHHG�EXUGHQHG�E\�PDQ\�UHJXODWLRQV�WKDW�KDPSHU�JURZWK��%XW�WKH�ODFN�RI�HPSOR\PHQW�JURZWK�LV�QRW�SULPDULO\�
����6HH�IRU�LQVWDQFH��:RUOG�%DQN��:LOO�$UDE�:RUNHUV�3URVSHU"��RS��FLW���SS�������)RU�D�JRRG�VXPPDU\�RI�WKH�GHEDWH�RQ�ODERU� PDUNHW� UHJXODWLRQ� VHH� 5LFKDUG� %�� )UHHPDQ�� ³/DERU� 0DUNHW� ,QVWLWXWLRQV� DQG� 3ROLFLHV�� +HOS� RU� +LQGUDQFH� WR�(FRQRPLF� 'HYHORSPHQW�´� :RUOG� %DQN� $QQXDO� &RQIHUHQFH� RQ� 'HYHORSPHQW� (FRQRPLFV�� ������ :DVKLQJWRQ�� 0DUFK�������SS��������������7KH�VDPH�SRLQW�LV�PDGH�LQ�(J\SW��(FRQRPLF�3URILOH��RS��FLW���SS��������
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)LJXUH����0DQXIDFWXULQJ�(PSOR\PHQW��9DOXH�$GGHG��5HDO�(DUQLQJV�DQG�3URGXFWLYLW\������WR����������� ����

��
���
���
���

���� ����� ����� ����� ����� �����(PS OR\PHQW � 9DOXH�$GGHG �
��
���
���
���

���� ���� ���� ���� ���� ���� ���� ���� ���� ����5HDO�(DUQLQJV 3URGXFW LYLW\�
7UHQGV�DUH�FDOFXODWHG�IURP�FRQVWDQW�QDWLRQDO�FXUUHQF\�3URGXFWLYLW\�LV�GHILQHG�DV�YDOXH�DGGHG�LQ�FRQVWDQW�QDWLRQDO�SULFHV�GLYLGHG�E\�HPSOR\PHQW�(PSOR\PHQW�LV�GHILQHG�DV�QXPEHU�RI�HPSOR\HHV�DQG�FRPHV�IURP�81,'2�,QGXVWULDO�6WDWLVWLFV�������6RXUFH��81,'2��,QGXVWULDO 6WDWLVWLFV�������
7DEOH�����0DQXIDFWXULQJ�(PSOR\PHQW��9DOXH�$GGHG��5HDO�(DUQLQJV�DQG�3URGXFWLYLW\�������WR������������ �����<HDU (PSOR\PHQW 9DOXH�$GGHG 5HDO�(DUQLQJV 3URGXFWLYLW\���� ����� ����� ����� ��������� ����� ����� ����� ��������� ����� ����� ����� ��������� ����� ����� ����� ��������� ����� ����� ����� ��������� ������ ������ ������ ���������� ������ ������ ������ ���������� ������ ������ ������ ���������� ������ ������ ������ ���������� ������ ������ ������ ���������� ������ ������ ������ ���������� ������ ������ ������ ���������� ������ ������ ����� ���������� ������ ������ ����� ���������� ������ ������ ����� ���������� ������ ������ ����� ���������� ������ ������ ����� ��������� ������ ������ ����� ���������� �� ������ ����� ��
7UHQGV�DUH�FDOFXODWHG�IURP�FRQVWDQW�QDWLRQDO�FXUUHQF\�

3URGXFWLYLW\�LV�GHILQHG�DV�YDOXH�DGGHG�LQ�FRQVWDQW�QDWLRQDO�SULFHV�GLYLGHG�E\�HPSOR\PHQW�

(PSOR\PHQW�LV�GHILQHG�DV�QXPEHU�RI�HPSOR\HHV�DQG�FRPHV�IURP�81,'2�,QGXVWULDO�6WDWLVWLFV�����
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GXH�WR�ODERU�PDUNHW�UHJXODWLRQ��DQG��WKHUHIRUH�UHYHUVLEOH�WKURXJK GHUHJXODWLRQ��EXW�UDWKHU�GXH�WR�WKH�IDFW�WKDW�JURZWK�DQG�LQYHVWPHQW�GLG�QRW�FUHDWH�HIIHFWLYH�GHPDQG�FRUUHVSRQGLQJ�WR�µZDUUDQWHG¶�IXOO�HPSOR\PHQW�OHYHO��7KH�SROLF\�REMHFWLYH�PXVW�WKHUHIRUH�EH�WKH�UHVXPSWLRQ�RI�JURZWK�EDVHG�RQ�UHIRUP�RI�ODERU�PDUNHW�SROLFLHV�DQG�LQVWLWXWLRQV�7KH�TXHVWLRQ�UHPDLQV��ZLWK�WKH�IDYRUDEOH�PDFURHFRQRPLF�VLWXDWLRQ�DQG�WKH�UHYHUVDO�RI�VORZ�JURZWK��ZKDW�LV�WKH�QH[W�VWHS"
����/RRNLQJ�WR�WKH�)XWXUH��7KH�+LJK�5RDG�WR�*URZWK
7KH�UHODWLYH�VXFFHVV�RI�WKH�VWDELOL]DWLRQ�SURJUDPV�DQG�WKH�SRVLWLYH�WXUQDURXQG�LQ�JURZWK�VLQFH�WKH�HDUO\�����V�DUH�(J\SW¶V�¶ODXQFKLQJ�SDG�µIRU�WDNHRII�SURYLGHG�WKH�ULJKW�SROLFLHV�DUH�SXUVXHG��/LNH�PRVW�GHYHORSLQJ�FRXQWULHV��(J\SW�GRHV QRW�KDYH�D�V\VWHPDWLF�VWUDWHJ\�IRU�MRE�FUHDWLRQ��3ROLFLHV�RIWHQ�IRFXV�RQ�LQYHVWPHQW�ZLWK�WKH�DVVXPSWLRQ�WKDW�HPSOR\PHQW�ZLOO�DXWRPDWLFDOO\�IROORZ��$�PDMRU�FKDOOHQJH�LV�GHVLJQLQJ�D�FRKHUHQW�VWUDWHJ\�ZLWK�WKH�H[SOLFLW�REMHFWLYH�RI�PD[LPL]LQJ�WKH�HPSOR\PHQW�FRQWHQW��HODVWLFLW\��RI�JURZWK�DQG�HQVXULQJ�DFFHVV�WR�SURGXFWLYH�HPSOR\PHQW�RSSRUWXQLWLHV�IRU�WKH�SRRU��7KXV�DQ�HPSOR\PHQW�LQWHQVLYH�JURZWK�VWUDWHJ\�WR�DFKLHYH�IXOO�HPSOR\PHQW�LQ�WKH�PHGLXP� WR�ORQJ�WHUP�LV�HVVHQWLDO��7R�WKLV�HQG��HPSOR\PHQW�FUHDWLRQ�LV�WKH�PRVW�HIIHFWLYH�PHFKDQLVP�IRU�DFKLHYLQJ�HTXLW\�&ULWLFV�PD\�VD\�WKDW�VXFK�DQ�REMHFWLYH�LV�XQUHDOLVWLF�IRU�D�GHYHORSLQJ�FRXQWU\�OLNH�(J\SW�ZKHUH�WKH�PDMRULW\�RI�ZRUNHUV�DUH�HQJDJHG�LQ�ORZ�SURGXFWLYLW\�ZRUN��%XW�DV�WKH�,/2¶V�:RUOG�(PSOR\PHQW�5HSRUW DUJXHV��³WKH�IDFW�WKDW�IXOO�HPSOR\PHQW�KDV�WR�EH�LQWHUSUHWHG�DV�D�ORQJ�WHUP�JRDO�GRHV�QRW�GHWUDFW�IURP�LWV�XVHIXOQHVV�DV�DQ�SROLF\�REMHFWLYH��7KHUH�DUH�WKUHH�UHDVRQV�IRU�WKLV��)LUVW��LW�IRFXVHV�FOHDUO\�RQ�WKH�WZR�NH\�GLPHQVLRQV�RI�WKH�HPSOR\PHQW�SUREOHP�WKDW�PXVW�EH�WDFNOHG�LQ�WDQGHP��WKDW�LV��WR�DFFHOHUDWH�WKH�UDWH�RI�MRE�FUHDWLRQ�LQ�WKH�PRGHUQ�VHFWRU�ZKLOH�LQFUHDVLQJ�HPSOR\PHQW�RSSRUWXQLWLHV��SURGXFWLYLW\�DQG�LQFRPH�LQ�UXUDO�DQG�LQIRUPDO�VHFWRU�DFWLYLWLHV��6HFRQG��WKH�IRFXV�RQ�WKHVH�WZR�GLPHQVLRQV�RI�WKH�HPSOR\PHQW�SUREOHP�LV�D�SRZHUIXO�VWUDWHJ\�IRU�DFKLHYLQJ�HTXLWDEOH�JURZWK��([SDQGLQJ�
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SURGXFWLYH�HPSOR\PHQW�RSSRUWXQLWLHV�IRU�WKH�SRRU�LV�WKH�PRVW�HIIHFWLYH�PHDQV�RI�UHGXFLQJ�SRYHUW\�DQG�LQFRPH�LQHTXDOLW\��7KLUG��WKH�REMHFWLYH�RI�IXOO�HPSOR\PHQW�LQFRUSRUDWHV�WKH�QHHG�WR�LPSURYH�HPSOR\PHQW�FRQGLWLRQV�DQG�HOLPLQDWH�YLRODWLRQV�RI�EDVLF�ODERU�VWDQGDUGV�DV�DQ�LQWHJUDO�SDUW�RI�RYHUDOO�HPSOR\PHQW�SROLF\��,/2����������S������´�$OWKRXJK�WKH�IXOO�HPSOR\PHQW�JRDO�LV�ORQJ�WHUP��³EHLQJ�D�ORQJ�WHUP�REMHFWLYH�GRHV�QRW�PHDQ�WKDW�LW�FDQQRW�EH�WUDQVODWHG�LQWR�D�VHULHV�RI�LQWHULP�VKRUW�WHUP�REMHFWLYHV�DJDLQVW�ZKLFK�SURJUHVV�FDQ�EH�PHDVXUHG��,/2����������S������´�� 7KH�TXHVWLRQ�LV��ZKDW�DUH�WKH�IHDWXUHV�RI�WKH�VWUDWHJ\"
6XVWDLQHG�*URZWK6XVWDLQHG�JURZWK�FDQ�EH�DFKLHYHG�WKURXJK�GHHSHQLQJ�PDFURHFRQRPLF�VWDELOLW\�DQG�LQFUHDVLQJ�LQYHVWPHQW��7KH�JRYHUQPHQW¶V�SROLF\�IUDPHZRUN� ³(J\SW�DQG�WKH���VW&HQWXU\�´ VHHNV�WR�GRXEOH�WKH�QDWLRQDO�LQFRPH�HYHU\�WHQ�\HDUV�RYHU�WKH�QH[W�WZR�GHFDGHV�E\�UDLVLQJ�UHDO�*'3�JURZWK�IURP���� SHUFHQW�DW�SUHVHQW�WR���� SHUFHQW�RYHU�WKH�QH[W�ILYH�\HDUV�������������DQG�WR���� SHUFHQW�XQWLO�WKH�\HDU�������&DELQHW�RI�0LQLVWHUV�������S������7KLV�ZLOO�UHTXLUH�DQ�DQQXDO�LQYHVWPHQW�RI�/(�����ELOOLRQ��RU��� SHUFHQW�RI�*'3�SHU�\HDU�RYHU�WKH�QH[W����\HDUV��7KH�REMHFWLYH�LV�WR�FUHDWH DERXW���������MREV�D�\HDU�E\�WKH�\HDU������ZKLOH�PDLQWDLQLQJ�DQ�HPSOR\PHQW�UDWH�RI����WR�����&DELQHW�RI�0LQLVWHUV�������&DQ�WKHVH�JRDOV�EH�DFKLHYHG"�7KH�:RUOG�%DQN�KDV�HVWLPDWHG�WKH�HPSOR\PHQW�RXWFRPHV�RI�WKUHH�JURZWK�VFHQDULRV�IRU�WKH�\HDU�������VHH�7DEOH�����7KHVH�HVWLPDWHV�VKRZ�WKDW�(J\SW�FDQ�UHGXFH�XQHPSOR\PHQW�WR�OHVV�WKDQ�� SHUFHQW�ZLWK�*'3�JURZWK�RI�� SHUFHQW�D�\HDU�IURP�QRZ�XQWLO�WKH�\HDU�������2WKHUZLVH��ZLWK�� SHUFHQW�*'3�JURZWK�D�\HDU��(J\SW�ZLOO�KDYH�DQ�XQHPSOR\PHQW�UDWH�RI��� SHUFHQW�E\�������:RUOG�%DQN��������3UHOLPLQDU\�HVWLPDWHV�RI�HPSOR\PHQW�HODVWLFLW\��XVLQJ�WKH�:RUOG�%DQN�EDVH�FDVH��PRVW�OLNHO\��SURMHFWLRQ�IRU�YDOXH�DGGHG�JURZWK��VXSSRUW�WKH�%DQN¶V�FRQFOXVLRQV��7KH�&RXQWU\�)RUHFDVW IRU�WKH�ILUVW�TXDUWHU�RI������E\�WKH�(FRQRPLVW�,QWHOOLJHQFH�8QLW��SUHGLFWV�WKDW�EHWZHHQ������DQG�WKH�\HDU�������
����6HH�0HDG��)XOO�(PSOR\PHQW�5HJDLQHG"��&DPEULGJH��������7RELQ��)XOO�(PSOR\PHQW�DQG�*URZWK��(GZDUG�(OJDU��
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7DEOH�����*URZWK�DQG�(PSOR\PHQW
���� ���� ����

8QHPSOR\PHQW���� ��� �� ��$W����*'3�*URZWK �� ���� ����$W����*'3�*URZWK �� ���� ����$W����*'3�*URZWK �� ��� ���.H\�DVVXPSWLRQV��SRSXODWLRQ�JURZWK�UDWH�RI�����SHUFHQW�S�D���ODERU�IRUFH�JURZWK�RI�����SHUFHQW�S�D��DQG�D�SDUWLFLSDWLRQ�UDWH�RI������SHUFHQW�6RXUFH� $UDE�5HSXEOLF�RI�(J\SW�&RXQWU\�(FRQRPLF�0HPRUDQGXP��³(J\SW��,VVXHV�LQ�6XVWDLQLQJ�(FRQRPLF�*URZWK�´0DLQ�5HSRUW��:RUOG�%DQN�5HSRUW�1R��������(*7��9ROXPH�,,��:RUOG�%DQN��������S����
KLJKHU�IRUHLJQ�DQG�GRPHVWLF�LQYHVWPHQW�ZLOO�KHOS�WR�IXHO�UHDO�*'3�JURZWK�UDWHV�RI�DURXQG�����WR���� SHUFHQW�SHU�\HDU��(,8�������S����7KHUH�LV�D�JHQHUDO�FRQVHQVXV�WKDW�WKH�REMHFWLYH�RI�D�� SHUFHQW�JURZWK�UDWH RYHU�WKH�QH[W�ILYH�\HDUV�LV�DWWDLQDEOH�DQG�ZLOO�VLJQLILFDQWO\�UHGXFH�XQHPSOR\PHQW��7R�DWWDLQ�WKLV�OHYHO�RI�JURZWK��(J\SW�PXVW�UDLVH�WKH�JURVV�LQYHVWPHQW�UDWH�IURP�WKH�FXUUHQW��� SHUFHQW�RI�*'3�WR��� SHUFHQW��UDLVH�WKH�OHYHO�RI�GRPHVWLF�VDYLQJV�IURP��� SHUFHQW�WR��� SHUFHQW��DQG�FRQWLQXH�WKH�UHODWLYH�SULFH�UHIRUP�LQ�RUGHU�WR�SURYLGH�D�UDWLRQDO�LQFHQWLYH�V\VWHP��,W�KDV�EHHQ�VDLG�WKDW�HYHQ�ZLWK�WKHVH�UHIRUPV�WKHUH�ZLOO�UHPDLQ�D�VDYLQJV�LQYHVWPHQW�JDS�RI�DERXW��� SHUFHQW�RI�*'3�WKDW�PXVW�EH�SURYLGHG�E\�H[WHUQDO�UHVRXUFH�IORZV�RI�VRPH�86����ELOOLRQ�D�\HDU��0RKLH�(O�'LQ��������7KLV�UDLVHV�WKH�LVVXH�RI�LPSURYHG�H[SRUW�SHUIRUPDQFH�DQG�WKH�QHHG�WR�DWWUDFW�PRUH�IRUHLJQ�GLUHFW�LQYHVWPHQW�7KH�FKDOOHQJH�RI�DFKLHYLQJ�KLJK�JURZWK�FDQ�EH�JDXJHG�E\�FRPSDULQJ�WKH�SHUIRUPDQFH�LQGLFDWRUV�IRU�(J\SW�ZLWK�WKRVH�RI�WKH�UDSLGO\�JURZLQJ�HFRQRPLHV�LQ�$VLD�DQG�/DWLQ�$PHULFD��VHH�7DEOH�����*DODO�DQG�+RHNPDQ�KDYH�DUJXHG�WKDW�IRU�(J\SW�WR�DFKLHYH�UDSLG�JURZWK��UHIRUP�VKRXOG�WDNH�SODFH�RQ�WKUHH�IURQWV��LQFUHDVLQJ�WKH�RSHQQHVV�RI�WKH�HFRQRP\��UHGXFLQJ�WKH�UHJXODWLRQ�RI�WKH�IDFWRU�DQG�FRPPRGLW\�PDUNHWV��DQG�LQFUHDVLQJ�WKH�UROH�RI�WKH�SULYDWH�VHFWRU�UHODWLYH�WR�WKDW�RI�WKH�VWDWH��7KH�WDVN�LV�GDXQWLQJ��EXW�QRW�LPSRVVLEOH�
8.�������
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7DEOH�����6HOHFWHG�,QGLFDWRUV�RI�(J\SW�DQG�)DVW�*URZLQJ�(FRQRPLHV��3HUFHQW�RI�*'3�
&RXQWU\ *URVVGRPHVWLFVDYLQJV����

*RYHUQPHQWVSHQGLQJ����
$YHUDJHWDULIIUDWH�����

*URZWK�RIPDQXIDFWXUHGH[SRUWV�������
&KDQJH�LQWUDGH�WR�*'3UDWLR��������WR��������

$YHUDJHVKDUH�RI62(V�*'3�������
&KLOH ���� ���� ��� ���� ��� ����+RQJ�.RQJ ���� ���� ��� ���� ���� 1�$�,QGRQHVLD ���� ���� ��� ���� ���� ����.RUHD ���� ���� ��� ���� ��� ����0DOD\VLD ���� ���� ��� ���� ��� 1�$�6LQJDSRUH ���� ���� ��� ���� ���� 1�$�7KDLODQG ���� ���� ��� ���� ��� ���(J\SW ����� ���� ���� ���� ���� ����
1RWHV����7KHVH�DUH�FDOFXODWHG�DV�FROOHFWHG�WD[HV�RQ�WUDGH�DV�D�VKDUH�RI�WRWDO�PHUFKDQGLVH�LPSRUWV��*URVV�QDWLRQDO�VDYLQJV�IRU�������HVWLPDWHG�E\�WKH�:RUOG�%DQN��*URVV�GRPHVWLF�VDYLQJV�ZHUH�RQO\���SHUFHQW�RI�*'3��$QQXDO�DYHUDJH�JURZWK�RYHU�WKH�SHULRG�����������6RXUFHV���$KPHG�*DODO�DQG�%HUQDUG�+RHNPDQ��(J\SW�DQG�WKH�3DUWQHUVKLS�$JUHHPHQW�ZLWK�WKH�(8��7KH�5RDG�WR�0D[LPXP�%HQHILWV ��-HIIUH\�6DFKV�DUJXHV�WKDW�E\�VWDUWLQJ�IURP�WKH�IDYRUDEOH�LQLWLDO�FRQGLWLRQV�QRZ��DQG�UHDOL]LQJ�OHYHOV�RI�VDYLQJV��LQYHVWPHQW�DQG�PDUNHW�HIILFLHQF\�VLPLODU�WR�WKRVH�RI�WKH�IDVW�JURZLQJ�HFRQRPLHV�RI�6RXWK�DQG�6RXWKHDVW�$VLD��(J\SW�FDQ�DFKLHYH���� SHUFHQW�JURZWK��WKXV�JDLQLQJ�D�����WR���� SHUFHQW�KLJKHU�UDWH�RI�*'3�JURZWK�SHU�\HDU��6DFKV�������S�������$FFRUGLQJ�WR�6DFKV��³7KH�ELJJHVW�SUREOHP�ZLWK�WKH�UHFHQW�VWUDWHJ\�KDV�EHHQ�DQ�H[FHVVLYH�IRFXV�RQ�VWDELOL]DWLRQ�DQG�OLWWOH�HPSKDVLV�RQ�ORQJ�WHUP�JURZWK��6DFKV�������S�����´
+LJKHU�(PSOR\PHQW�,QWHQVLW\�RI�*URZWK$�ORQJ�WHUP�JURZWK�VWUDWHJ\�PXVW�HPSKDVL]H�HPSOR\PHQW�LQWHQVLW\�RI�JURZWK�DV�ZHOO�DV�WKH�UDWH�RI�JURZWK��7KLV�LV�SDUWLFXODUO\�LPSRUWDQW�IRU�WKH�HTXDOLW\�RI�GLVWULEXWLRQ��EHFDXVH�WKH�KLJKHU�WKH�OHYHO�RI�HPSOR\PHQW��WKH�KLJKHU�WKH�VKDUH�RI�ODERU�LQFRPHV�LQ�WKH�RXWSXW���7KH�H[SHULHQFHV�RI�IDVW�JURZLQJ�HFRQRPLHV�LQ�6RXWK�DQG�6RXWKHDVW�$VLD�KDYH�VKRZQ�WKLV

����7KH�FRXQWULHV�E\�6DFKV�DUH��.RUHD��7DLZDQ��7KDLODQG��3KLOLSSLQHV��,QGRQHVLD��0DOD\VLD�DQG�+RQJ�.RQJ�
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�:RUOG�%DQN���7KH�VR�FDOOHG�µ$VLDQ�0LUDFOH¶�ZDV�DFKLHYHG�WKURXJK�D�VXVWDLQHG�DQG�UDSLG�LQFUHDVH�LQ�WRWDO�RXWSXW��DV�ZHOO�DV�SURGXFWLYLW\��ZKLFK�JHQHUDWHG�D�KLJK�DJJUHJDWH�GHPDQG�IRU�ODERU��ZLWK�UHDO�ODERU�LQFRPH JURZLQJ�DW�D�UDWH�ORZHU�WKDQ�WKDW�RI�SURGXFWLYLW\��WKXV�PDLQWDLQLQJ�D�KLJK�OHYHO�RI�GRPHVWLF�VDYLQJV�,QFUHDVLQJ�WKH�ODERU�LQWHQVLW\�RI�JURZWK�UDLVHV�WKUHH�LVVXHV��WKH�RSWLPXP�VHFWRUDO�PL[��WKH�UROHV�RI�SULYDWH�DQG�SXEOLF�LQYHVWPHQWV��DQG�HQDEOLQJ�WUDGH�DQG�ODERU�PDUNHW�SROLFLHV��7KH�NH\�WR�(J\SW¶V�IXWXUH�HPSOR\PHQW�VWUDWHJ\�LV�WKXV�WR�DFKLHYH�D�KLJK�UDWH�RI�HPSOR\PHQW�FUHDWLRQ�LQ�D�IDVW�JURZLQJ�PRGHUQ�VHFWRU��0DNLQJ�WKH�FDVH�IRU�VXFK�D�VWUDWHJ\��7KH�:RUOG�(PSOR\PHQW�5HSRUW DUJXHV��³7KLV�ZLOO�DOORZ�D�JURZLQJ�SURSRUWLRQ�RI�WKH�ODERU�IRUFH�WR�REWDLQ�WKH�KLJKHU�SURGXFWLYLW\�DQG¶�JRRG�MREVµ�WKDW�WKH\�DVSLUH�WR��:LWKRXW�WKLV�WKHUH�ZLOO�EH�D�FURZGLQJ�RI�QHZ�HQWUDQWV�LQWR�ORZ�SURGXFWLYLW\�HPSOR\PHQW�LQ�WKH�UXUDO�DQG�XUEDQ�LQIRUPDO�VHFWRUV��D�SURFHVV�WKDW�LV�OLNHO\ WR�GHSUHVV�LQFRPHV�HYHQ�IXUWKHU�DQG�KHQFH�DJJUDYDWH�SRYHUW\��7KLV�PXVW�EH�FRPSOHPHQWHG�E\�D�UDQJH�RI�PHDVXUHV�WR�DOOHYLDWH�SRYHUW\�DQG�UDLVH�SURGXFWLYLW\�DQG�LQFRPHV�LQ�WKH�UXUDO�DQG�LQIRUPDO�VHFWRUV´��,/2�������S������(YLGHQFH�VXJJHVWV�WKDW�VXFK�D�VWUDWHJ\�LV�YLDEOH��7DEOH���HVWLPDWHV�HPSOR\PHQW�HODVWLFLW\�LQ�WKH�GLIIHUHQW�VHFWRUV��$OWKRXJK�WKHVH�DUH�QRW�GHILQLWLYH��LW�LV�FOHDU�WKDW�WKH�HODVWLFLW\�RI�HPSOR\PHQW�LQ�PDQXIDFWXULQJ�DQG�LQGXVWU\�LV�KLJKHU�WKDQ�WKH�QDWLRQDO�DYHUDJH��$�VLPLODU�VLWXDWLRQ�SUHYDLOV�LQ�WKH�VHUYLFH�VHFWRU��7KLV�LV�QRW�WR�VXJJHVW�QHJOHFWLQJ�VHFWRUV�OLNH�DJULFXOWXUH��ZKLFK�KDV�D�ORZHU�HODVWLFLW\��EXW�UDWKHU�D�IRFXV�RQ�PDQXIDFWXULQJ�DQG�VHUYLFHV�WR�IDFLOLWDWH�HPSOR\PHQW�FUHDWLRQ��+RZHYHU��D�FDYHDW�LV�QHFHVVDU\��WKH�GDWD�DUH�WRR�DJJUHJDWHG�IRU�D�GHWDLOHG�HVWLPDWH�RI�LQWHQVLW\�ZLWKLQ�WKH�VHFWRU��(YLGHQFH�VXJJHVWV�WKDW�VPDOO�DQG�PHGLXP�VL]H�HQWHUSULVHV�DUH�UHVSRQVLEOH�IRU�WKH�DSSDUHQWO\�KLJK�HPSOR\PHQW�HODVWLFLW\�LQ�WKH�LQGXVWU\�DQG�VHUYLFH�VHFWRUV�7KH�LPSOLFDWLRQV�IRU�SROLF\�DUH�FOHDU��ERWK�ODUJH�DQG�VPDOO�HQWHUSULVHV�VKRXOG�EH�WDUJHWHG�IRU�HQFRXUDJHPHQW��6PDOO�DQG�PHGLXP�VL]H�HQWHUSULVHV�KDYH�WUHPHQGRXV�SRWHQWLDO�IRU�JURZWK�SDUWLFXODUO\�LQ�DFWLYLWLHV�FDWHULQJ�WR�WKH�GRPHVWLF�PDUNHW�
�����)RU�DQ�DXWKRULWDWLYH�YLHZ�RQ�WKLV�VHH�-DPHV�0HDG��)XOO�(PSOR\PHQW�5HJDLQHG"��&DPEULGJH�������
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7DEOH���(ODVWLFLW\�RI�(PSOR\PHQW�E\�6HFWRU��������������
(ODVWLFLW\�RI�HPSOR\PHQW���������(PSOR\PHQWJURZWK 2XWSXW�JURZWK (ODVWLFLW\

7RWDO ���� ���� ����$JULFXOWXUH ���� ���� ����,QGXVWU\
0DQXIDFWXULQJ�DQG�PLQLQJ(OHFWULFLW\��JDV�DQG�ZDWHU&RQVWUXFWLRQ

����
������������

����
�������������

����
������������

6HUYLFHV
)LQDQFH�DQG�WUDGH7UDQVSRUW�DQG�FRPPXQLFDWLRQ&RPPXQLW\��VRFLDO�	�SHUVRQDO�VHUYLFHV

����
������������

����
������������

����
������������

1RWH���(ODVWLFLW\�LV�GHILQHG�DV�HPSOR\PHQW�JURZWK�GLYLGHG�E\�RXWSXW�JURZWK�6RXUFHV� &$30$6��6WDWLVWLFDO�<HDUERRN����� �������-XO\������DQG:RUOG�%DQN��&RXQWU\�(FRQRPLF�0HPRUDQGXP ��)HE��������'DWD�IRU�HPSOR\PHQW�SURYLGHG�E\�1��)HUJDQ\�
'HVSLWH�D�FRQVHQVXV�DPRQJ�SROLF\�PDNHUV�RQ�WKH�LPSRUWDQFH�RI�WKLV�VHFWRU��WKH�REVWDFOHV�WR�LWV�JURZWK�DUH�IRUPLGDEOH��SDUWLFXODUO\�SURYLGLQJ�FUHGLW��WKH�FRQVWUDLQLQJ�UHJXODWRU\�IUDPHZRUN�DQG�WKH�ODFN�RI�WHFKQLFDO�DVVLVWDQFH�LQ�WKH�ILHOGV�RI�WHFKQRORJ\�DQG�PDUNHWLQJ�(QVXULQJ�KLJK�HPSOR\PHQW�LQWHQVLW\�RI�JURZWK�LQ�WKH�PRGHUQ�VHFWRU�ZLOO�UHTXLUH�GHHSHQLQJ�LQGXVWULDOL]DWLRQ�HVSHFLDOO\�IRU�H[SRUWV��([SHULHQFH�LQGLFDWHV�WKDW�LPSRUW�VXEVWLWXWLRQ�LQGXVWULDOL]DWLRQ�KDV�JHQHUDOO\�HQFRXUDJHG�UHODWLYHO\�FDSLWDO�LQWHQVLYH�LQGXVWULHV�DQG�FKHDSHQHG�FDSLWDO��/DERU�PDUNHW�SROLFLHV�ZLWK�WRR�PDQ\�UHJXODWLRQV�PD\�KDYH�SXVKHG�XS�ODERU�FRVW�UHODWLYH�WR�SURGXFWLYLW\�DQG�PDGH�DGMXVWPHQW�LQ�ODERU�FRVW�GLIILFXOW��7KH�FRPELQDWLRQ�RI�WKHVH�SROLFLHV�KDG�WKH�HIIHFW�RI�UDLVLQJ�WKH�UHODWLYH�SULFH�RI�ODERU�YLV�j�YLV�FDSLWDO�DQG�ORZHUHG�WKH�HPSOR\PHQW�LQWHQVLW\�RI�JURZWK�LQ�WKH�PRGHUQ�VHFWRU��,Q�FRQWUDVW��(DVW�$VLDQ�FRXQWULHV�SXUVXLQJ�H[SRUW�RULHQWHG�LQGXVWULDOL]DWLRQ�VXFFHHGHG�LQ�JHQHUDWLQJ�PRGHUQ�VHFWRU�HPSOR\PHQW�DW�D�UDSLG�UDWH��,I�SDVW�H[SHULHQFH�LV�DQ�LQGLFDWRU��LW�FDQ�EH�VDLG�WKDW�H[SRUW�RULHQWHG�LQGXVWULDOL]DWLRQ�DQG�IOH[LEOH�ODERU�PDUNHWV�
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WKDW�GR�QRW�XQGHUPLQH�ODERU�ZHOIDUH�KHOS�WR�FUHDWH�WKH�FRQGLWLRQV�QHFHVVDU\�IRU�HPSOR\PHQW�LQWHQVLYH�JURZWK�)RU�VXFK�D�VWUDWHJ\�WR�VXFFHHG��(J\SW�PXVW�KDYH�D�FRPSHWLWLYH�HGJH�WKDW�HQDEOHV�LWV�H[SRUWV�WR�FRPSHWH�RQ�ZRUOG�PDUNHWV��7KHUH�DUH�LQGLFDWLRQV�WKDW�WKH�FRXQWU\¶V�FRPSHWLWLYH�SRVLWLRQ�LV�SURPLVLQJ��7KH�:RUOG�&RPSHWLWLYHQHVV�5HSRUW LQFOXGHG�(J\SW�IRU�WKH�VHFRQG�\HDU�UXQQLQJ��:RUOG�(FRQRPLF�)RUXP��������2XW�RI����FRXQWULHV��(J\SW�UDQNHG���WK�LQ������DQG�VOLSSHG�WR���WK�LQ�������7KH�UHSRUW�UDQNV�FRXQWULHV�DFFRUGLQJ�WR�WKHLU�VFRUH�LQ�HLJKW�DUHDV��RSHQQHVV��JRYHUQPHQW��ILQDQFH��LQIUDVWUXFWXUH��WHFKQRORJ\��PDQDJHPHQW��ODERU�DQG�FLYLO�LQVWLWXWLRQV��7KH�UHVXOWV�IRU�(J\SW�DUH�SUHVHQWHG�LQ�7DEOH�����,W�LV�VWULNLQJ�WR�QRWH�WKDW�(J\SW¶V�ORZHVW�VFRUH�LV�LQ�ODERU�����RXW�RI�����DQG�SDUWLFXODUO\�LQ�WHUPV�RI�WKH�VNLOO�RI�WKH�ODERU�IRUFH�����RXW�RI������7KLV�SRLQWV�WR�WKH�XUJHQW�QHHG�IRU�LQWHQVLI\LQJ�HGXFDWLRQ�UHIRUP DQG�LQWURGXFLQJ�D�ODERU�PDUNHW�SROLF\�IRU�WUDLQLQJ�DQG�UHWUDLQLQJ�WKH�ODERU�IRUFH� ��
7KH�6NLOOLQJ�RI�WKH�/DERU�)RUFH,I�(J\SW�LV�WR�WDNH�WKH�KLJK�URDG�WR�JURZWK�E\�ERRVWLQJ�LWV�*'3�JURZWK�UDWHV�WR� RYHU�WKH�FRPLQJ�ILYH�\HDUV��WKHQ�LW�PXVW�EHJLQ�HDUQHVWO\�UHIRUPLQJ�LWV�IRUPDOHGXFDWLRQ�DQG�WUDLQLQJ�V\VWHPV��$�QDWLRQ¶V�SURGXFWLYH�FDSDFLW\�LV�GHSHQGHQW�RQ�LWV�KXPDQ�FDSLWDO�DQG�HGXFDWLRQ�LV�WKH�PRVW�LPSRUWDQW�PHDQV�IRU�GHYHORSLQJ�D�VNLOOHG�ODERU�IRUFH�(GXFDWLRQDO�DWWDLQPHQW�LV�ORZ�DQG�(J\SW�LV�VWUXJJOLQJ�ZLWK�LOOLWHUDF\�UDWH�RI�QHDUO\���SHUFHQW��81'3��������7KH�TXDOLW\�RI�VNLOO�LV�SRRU�GHVSLWH�WKH�QHHGV�RI�WKH�PRGHUQ�PDUNHW��'HVSLWH�LQFUHDVHG�VSHQGLQJ�RQ�HGXFDWLRQ�DQG�HIIRUWV�WR�UHIRUP�WKH�EDVLF�HGXFDWLRQ�V\VWHP��81'3�DQG�81(6&2��������WKHUH�LV�VWLOO�PXFK�WR�EH�DFFRPSOLVKHG��,W�LV�WKHUHIRUH�HVVHQWLDO�WKDW�HIIRUWV�DW�EDVLF�HGXFDWLRQ�UHIRUP�EH�LQWHQVLILHG��DQG�WKDW�D�FRPSUHKHQVLYH�DQG�ORQJ�WHUP�DSSURDFK�EH�DGRSWHG��7KLV�LQYROYHV�UDLVLQJ�HGXFDWLRQDO�DWWDLQPHQW�WR�DW�OHDVW

�����)RU�DQ�H[FHOOHQW�VWXG\�RI�WKH�TXDOLW\�RI�HGXFDWLRQ�LQ�(J\SW��VHH�1DGHU�)HUJDQ\��³7KH�&KDOOHQJH�IRU�WKH���VW�&HQWXU\�IRU�(J\SW��(GXFDWLRQ�DQG�/DERU�´�$OPLVKNDW��&DLUR��6HSWHPEHU�������$UDELF���)HUJDQ\�RIIHUV�WZR�VLJQLILFDQW�LQGLFDWRUV�RI� HGXFDWLRQ� VWDWXV�� � DYHUDJH� QXPEHU� RI� FRPSOHWHG� \HDUV� ��� LQ� (J\SW� FRPSDUHG� WR� ���� IRU� GHYHORSLQJ� FRXQWULHV�� ����.RUHD�������,VUDHO�DQG������6ZLW]HUODQG���DQG�H[SHQGLWXUH�RQ�HGXFDWLRQ�SHU�KHDG�LQ�HGXFDWLRQ�DJH��86������IRU�(J\SW�FRPSDUHG�WR���86������IRU�GHYHORSLQJ�FRXQWULHV��86������.RUHD��86��������,VUDHO��86���������6ZLW]HUODQG���,ELG���S�����
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.(<�)$&76
*'3���86�����ELOOLRQ

3HU�FDSLWD�*'3���86�����
:RUOG�RXWSXW�VKDUH�������

:RUOG�H[SRUW�PDUNHW�VKDUH�������
(&2120,&�3(5)250$1&(

5HDO�*'3�JURZWK��������������
5HDO�H[SRUW�JURZWK���������������
,QZDUG�)',��VKDUH�RI�*'3�����������

,QIODWLRQ��������������
8QHPSOR\PHQW���������������

7DEOH���� (*<37���&203(7,7,9(1(66�352),/(2YHUDOO�5DQNLQJ�����2SHQQHVV������� ([FKDQJH�UDWH�� ,QWHUQDWLRQDO�WUDGH�� 5HFHSWLYLW\�WR�IRUHLJQ�LQYHVWPHQW�� 2SHQQHVV�RI�ILQDQFLDO�PDUNHWV*RYHUQPHQW������ 6L]H�RI�JRYHUQPHQW�� )LVFDO�SROLF\�DQG�VDYLQJV�� 7D[DWLRQ�� (FRQRPLF�LQWHUYHQWLRQ�� %XUHDXFUDF\)LQDQFH������� )LQDQFLDO�GHSWK�� (IILFLHQF\�RI�ILQDQFLDO�LQWHUYHQWLRQ�� 5LVN�DQG ILQDQFLDO�VWDELOLW\�� 6DYLQJV�DQG�LQYHVWPHQW,QIUDVWUXFWXUH������� 7UDQVSRUWDWLRQ�� 7HOHFRPPXQLFDWLRQV�� 3RZHU�DQG�RWKHU�LQIUDVWUXFWXUH7HFKQRORJ\������� .QRZOHGJH�ZRUNHUV�� 5HVHDUFK�DQG�GHYHORSPHQW�� &RPSXWHU�XVH�� /HYHO�RI�WHFKQRORJ\0DQDJHPHQW� ���� (QWUHSUHQHXUVKLS�� 6WUDWHJ\�� &XVWRPHU�RULHQWDWLRQ�� 4XDOLW\�FRQWURO�� 0DQDJHULDO�UHVRXUFHV/DERU������� /DERU�IRUFH�� $YDLODELOLW\�RI�EDVLF�VNLOOV�� &RVW�RI�ODERU� /DERU�PDUNHW�UHJXODWLRQV�� ,QGXVWULDO�UHODWLRQV&LYLO�LQVWLWXWLRQV������� 5XOH�RI�ODZ�� 3URSHUW\�ULJKWV
6RXUFH� :RUOG�(FRQRPLF�)RUXP��7KH�*OREDO�&RPSHWLWLYHQHVV�5HSRUW������ ��*HQHYD��6ZLW]HUODQG��������S�����
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VL[�JUDGHV�SHU�SHUVRQ��LQFUHDVLQJ�FXUUHQW�H[SHQGLWXUH�RQ�HGXFDWLRQ�SHU�FDSLWD�LQ�WKH�HGXFDWLRQ�DJH�JURXS����� ����WR�FRPSDUDEOH�LQWHUQDWLRQDO�QRUPV��LPSURYLQJ�WKH�TXDOLW\�RI�HGXFDWLRQ�WR�HQFRXUDJH�VHOI�OHDUQLQJ�DQG�FUHDWLYLW\��DQG�HQVXULQJ�WKH�SURYLVLRQ�RI�VNLOOV�DQG�NQRZOHGJH�WKDW�FDWHU�DGHTXDWHO\�WR�WKH�QHHGV�RI�WKH�ODERU�PDUNHW��)HUJDQ\��������7KH�LQYHVWPHQWV�UHTXLUHG�WR�DFKLHYH�WKHVH�WDUJHWV�PD\�LQGHHG�EH�VWDJJHULQJ��EXW�LW�LV�RQO\�WKURXJK�SURYLVLRQLQJ�IRU�D�FRPSUHKHQVLYH�HGXFDWLRQDO�UHIRUP�WKDW�(J\SW�FDQ�UHO\�RQ�DQ�DGHTXDWH�VWRFN�RI�KXPDQ�FDSLWDO�WR�EXWWUHVV�LWV�HFRQRPLF�JURZWK�DQG�DGYDQFHPHQW�LQ�WKH���VW FHQWXU\�7KH�FXUUHQW�WUDLQLQJ�V\VWHP�LQ�(J\SW�LV�EHVHW�E\�VHYHUDO�SUREOHPV�FRPSURPLVLQJ�LWV�HIILFLHQF\�DQG�HIIHFWLYHQHVV��6KRUWDJHV�RI�TXDOLILHG�WHDFKHUV�DQG�LQVWUXFWRUV��RXWGDWHG�SURJUDPV��FXUULFXOD�DQG�WHDFKLQJ�PHWKRGV��ODFN�RI�IOH[LELOLW\��DQG�DQ�LQDELOLW\�WR�DGMXVW�LQ�WKH�IDFH�RI�QHZ�WHFKQRORJLFDO�GHYHORSPHQWV��QHZ�RFFXSDWLRQV��DQG�FKDQJLQJ�RFFXSDWLRQ�DQG�MRE�SURILOHV�DUH�MXVW�VRPH�RI�WKH�SUREOHPV��,/2��������5HIRUP�LV�WKHUHIRUH�QHFHVVDU\�WR�VWUHQJWKHQ�WKH�WUDLQLQJ�V\VWHP�LQ�(J\SW�DQG�SURPRWH�FRQWLQXRXV�HGXFDWLRQ�DQG�XSJUDGLQJ�RI�VNLOOV�WR�HQKDQFH�(J\SW¶V�FRPSHWLWLYHQHVV�RQ�ZRUOG�PDUNHWV��7KH�SURSRVHG�SROLF\�KDV�IRXU�IHDWXUHV��D� ([SDQGLQJ�WKH�VFRSH�RI�WUDLQLQJ�VWUDWHJLHV�DQG�SURJUDPV� WR�LQFOXGH�VHFWRUV�DQG�VXEVHFWRUV�ZLWK�KLJK�HPSOR\PHQW�SRWHQWLDO�VXFK�DV�FRPPHUFH��VHUYLFHV�DQG�WRXULVP��E� 'HHSHQLQJ�WKH�VFRSH�RI�WUDLQLQJ�VWUDWHJLHV�DQG�SURJUDPV��WR�LQFOXGH�WUDLQLQJ�LQ�VNLOOV�GHPDQGHG�E\�WKH�ODERU�PDUNHW��SDUWLFXODUO\�LQ�DGYDQFHG�WHFKQRORJ\�DQG�TXDQWLWDWLYH�VNLOOV��DQG�LQ�UHVSRQVH�WR�WKH�GHPDQGV�RI�SULYDWL]DWLRQ�DQG�JOREDOL]DWLRQ��7KH�WUDGLWLRQDO�DSSUHQWLFHVKLS�V\VWHP�FRXOG�H[LVW�DORQJVLGH�DFFHOHUDWHG�WUDLQLQJ���F� )LQDQFLQJ�WUDLQLQJ�SURJUDPV��PXVW�EH�PHW�E\�WKH�PDLQ�EHQHILFLDULHV�RI�WKH�WUDLQLQJ��QDPHO\�HPSOR\HUV�LQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV��,W�LV�SURSRVHG�WKDW�D�WUDLQLQJ�IXQG�EH�HVWDEOLVKHG�DQG�PDGH�XS�RI���WR�� SHUFHQW�RI�WRWDO�ZDJHV�RI�FRPSDQLHV�VXEVFULELQJ�WR�WKH�VFKHPH��7KH�IXQG�VKRXOG�EH�DGPLQLVWHUHG�DFFRUGLQJ�WR�SHUIRUPDQFH�DQG�PXVW�IRFXV�
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RQ�LQ�KRXVH�WUDLQLQJ�SURJUDPV��VNLOO�XSJUDGLQJ��UHWUDLQLQJ�LQLWLDWLYHV�DQG�RYHUVHDV�WUDLQLQJ��6XFK�D�IXQG�DQG�YRFDWLRQDO�WUDLQLQJ�VFKHPHV�VKRXOG�EH�FRQWUROOHG�E\�WKH�HPSOR\HUV��WKH�LPPHGLDWH�EHQHILFLDULHV��RU�D�WULSDUWLWH�ERDUG��JRYHUQPHQW��HPSOR\HUV��DQG�ZRUNHUV�XQLRQV���,Q�(J\SW��WKHUH�LV�D�VWURQJ�FDVH�IRU�WKH�WULSDUWLWH�RSWLRQ��ZLWK�JUHDWHU�HPSOR\HU�UHSUHVHQWDWLRQ�DQG�OHVV�JRYHUQPHQW�LQYROYHPHQW��7KH�IXQG�PXVW�EH�PDQDJHG�HIILFLHQWO\�DQG�HIIHFWLYHO\�WR�HQVXUH�WKDW�FRUUXSWLRQ�DQG�IDYRULWLVP�GR�QRW�RFFXU��G� &RRUGLQDWLQJ�WUDLQLQJ�VWUDWHJLHV�DQG�SURJUDPV��*LYHQ�WKH�FDOO�IRU�DQ�H[SDQGHG�VFRSH�DQG�UROH�RI�WUDLQLQJ�DQG�UHWUDLQLQJ�LQ�(J\SW��LW�LV�HVVHQWLDO�WKDW�D�VLQJOH�HQWLW\�RU�ERDUG�EH�HQWUXVWHG�ZLWK�VWUHDPOLQLQJ�DQG�FRRUGLQDWLQJ�GLIIHUHQW�WUDLQLQJ�VWUDWHJLHV�DQG�SURJUDPV��7KH�SURSRVHG�ERDUG�VKRXOG�EH�SUHVLGHG�RYHU�E\�D�PLQLVWHU�ZKR�LV�LQYROYHG�ZLWK�WKH�HPSOR\HUV�LQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRU��7KH�ERDUG�VKDOO�EH�HQWUXVWHG�ZLWK�H[DPLQLQJ�DQG�HYDOXDWLQJ�WHFKQLFDO�SURSRVDOV�DQG�UHVHDUFK�LQLWLDWLYHV��VWUHDPOLQLQJ�DQG�FRRUGLQDWLQJ�SURJUDPV�DPRQJ�WKH�GLIIHUHQW�WUDLQLQJ�DJHQFLHV��HQVXULQJ�WKH�TXDOLW\�RI�WUDLQLQJ�SURJUDPV�DQG�WKHLU�UHVSRQVLYHQHVV�WR�WKH�ODERU�PDUNHW�GHPDQGV��DQG�HVWDEOLVKLQJ�XQLILHG�FRGHV�DQG�WHVWLQJ�VWDQGDUGV�IRU�WUDLQLQJ�SURJUDPV��7KLV�VWUXFWXUH�ZLOO�UHIRUP�WKH�JRYHUQPHQW¶V�UROH�DV�WKH�LQLWLDWRU�DQG�LPSOHPHQWHU�RI�HFRQRPLF�SROLF\�DQG�DFWLRQ��.DQDZDW\�������
7KH�5ROH�RI�3XEOLF�3ROLF\%HVLGHV�WKH�SULPDU\�UHVSRQVLELOLW\�RI�GHVLJQLQJ�DQG�LPSOHPHQWLQJ�FRKHUHQW�PDFURHFRQRPLF�SROLFLHV��WKH�JRYHUQPHQW�PXVW�FUHDWH�DQ�HQDEOLQJ�HQYLURQPHQW��$OWKRXJK�LQFUHDVHG�JRYHUQPHQW�LQWHUYHQWLRQ�LV�QRW�VRXQG��WKHUH�LV�D�UROH�WR�EH�SOD\HG�E\�D�µGHYHORSPHQWDO�VWDWH¶�LQ�DW�OHDVW�WKUHH�DUHDV��LQYHVWLQJ�LQ�KXPDQ�FDSLWDO��GHHSHQLQJ�LQVWLWXWLRQDO�UHIRUP��DQG�FUHDWLQJ�FRPSOHPHQWDULW\�EHWZHHQ�SXEOLF�DQG�SULYDWH�LQYHVWPHQW�,QYHVWLQJ�LQ�+XPDQ�&DSLWDO� ,W�KDV�EHHQ�HVWDEOLVKHG�WKDW�(J\SW¶V�FRPSHWLWLYH�HGJH�LV�XQGHUPLQHG�E\�WKH�UHODWLYHO\�ORZ�VNLOO�OHYHO�RI�LWV�ODERU�IRUFH��DQG�WKDW�WKH�HGXFDWLRQDO�DWWDLQPHQW�RI�WKH�SRSXODWLRQ�LV�SRRU��'HVSLWH�DQ�LQFUHDVHG�EXGJHW�IRU�WKH�0LQLVWU\�RI�
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(GXFDWLRQ�LQ�UHFHQW�\HDUV��KXPDQ�FDSLWDO�IRUPDWLRQ�UHTXLUHV�PXFK�PRUH�LQYHVWPHQW��7KHUH�LV�D�QHHG�WR�LQFUHDVH�VSHQGLQJ�RQ�KHDOWK�DQG�HGXFDWLRQ�DQG�WR�FUHDWH�D�SUR�DFWLYH�FXOWXUH�WKURXJK�WUDLQLQJ�DQG�UHWUDLQLQJ�LQ�WKH�FRPLQJ�FHQWXU\�
'HHSHQLQJ�,QVWLWXWLRQDO�5HIRUP� 5HIRUPLQJ�WKH�OHJDO�IUDPHZRUN�DQG�WKH�ODERU�PDUNHW�LQVWLWXWLRQV�ZLOO�UHTXLUH�D�WUHPHQGRXV�HIIRUW��7KH�ODERU�FRGH�PXVW�UHVSRQG�WR�WKH�QHZ�UHDOLWLHV��/DERU�H[FKDQJHV�VKRXOG�EH�RYHUKDXOHG�DQG�VWDIIHG�E\�\RXQJ�JUDGXDWHV�WUDLQHG�LQ�ODERU�PDUNHW�LVVXHV��)LQDOO\��H[FHVVLYH�EXUHDXFUDF\�VXUURXQGLQJ�OLFHQVLQJ�DQG�WUDYHO�IRU�ZRUN�VKRXOG�EH�HOLPLQDWHG��7KLV�ZLOO�UHTXLUH�WKRURXJK�UHIRUP�RI�SXEOLF�VHUYLFH� D�GDXQWLQJ�WDVN��%XW�D�SUDFWLFDO�DSSURDFK�WR�WKH�SUREOHP�LV�WR�JUDGXDOO\�SKDVH�RXW�WKH�LQHIILFLHQW�SDUWV�RI�WKH�EXUHDXFUDF\�DQG�UHFUXLW�XQLYHUVLW\�JUDGXDWHV�DW�D�KLJKHU�VDODU\��,I�WKH�SXEOLF�VHFWRU�LV�UHGXFHG�E\�KDOI�LW�PD\�EH�IHDVLEOH�WR�GRXEOH�WKH�VDODULHV�RI�UHPDLQLQJ�HPSOR\HHV��
&UHDWLQJ�&RPSOHPHQWDULW\�%HWZHHQ�3XEOLF�DQG�3ULYDWH�,QYHVWPHQW � 7KH�VWDWH�FDQ�DOVR�SOD\�DQ�LPSRUWDQW�UROH�WKURXJK�SXEOLF�LQYHVWPHQW��3XEOLF�LQYHVWPHQW��HVSHFLDOO\�LQ�LQIUDVWUXFWXUH��KDV�D�¶FURZGLQJ�LQµ�HIIHFW�RQ�SULYDWH�LQYHVWPHQW��.HLWK�*ULIILQ�DUJXHV�WKDW�³PDQ\�W\SHV�RI�SXEOLF�H[SHQGLWXUH�DUH�OLNHO\�WR�EH�FRPSOHPHQWDU\�WR�SULYDWH�VHFWRU�LQYHVWPHQW��7KLV�LV�OLNHO\�WR�EH�WUXH�RI�SXEOLF�LQYHVWPHQW�LQ�UXUDO�DQG�XUEDQ�LQIUDVWUXFWXUH��WUDQVSRUW��SRZHU��ZDWHU��DQG�VHZHUDJH�IDFLOLWLHV��DQG�RI�SXEOLF�H[SHQGLWXUH�RQ�VHYHUDO�NLQGV�RI�KXPDQ�FDSLWDO�LQYHVWPHQW��SULPDU\�DQG�VHFRQGDU\�HGXFDWLRQ��FHUWDLQ�W\SHV�RI�YRFDWLRQDO�WUDLQLQJ��EDVLF�KHDOWK�DQG�QXWULWLRQ��DSSOLHG�DJULFXOWXUDO�UHVHDUFK���([SHQGLWXUH�LQ�WKHVH�DUHDV�FDQ�LQFUHDVH�LQYHVWPHQW�RSSRUWXQLWLHV�LQ�WKH�SULYDWH�VHFWRU�DQG�UDLVH��QRW�ORZHU��SULYDWH�VHFWRU�µVDYLQJV�¶�7KDW�LV�WR�VD\��SXEOLF�LQYHVWPHQW�FDQ�LQFUHDVH�WKH�SURILWDELOLW\�RI�SULYDWH�LQYHVWPHQW�ZKLFK��ZLOO�LQ�WXUQ�LQFUHDVH�SULYDWH�VDYLQJV�DQG�GRPHVWLF�UHVRXUFH�PRELOL]DWLRQ�PRUH�JHQHUDOO\���*ULIILQ������´
/DUJH�6FDOH�'HYHORSPHQW�3URMHFWV� ,W�LV�LQWHUHVWLQJ�WR�QRWH�WKDW�WKH�FHQWHUSLHFH�RI�WKH�JRYHUQPHQW¶V�SODQ�IRU�WKH���VW�FHQWXU\�LV�D�PDVVLYH�LQYHVWPHQW�SURJUDP�WR�LQFUHDVH�DUDEOH�ODQG�E\�ODXQFKLQJ�WZR�ODQG�UHFODPDWLRQ�SURMHFWV��RQH�LQ�6LQDL�DQG�WKH�RWKHU�LQ�8SSHU�(J\SW�
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�&DELQHW�RI�0LQLVWHUV�������3DUW�,,,���,W�LV�EH\RQG�WKH�VFRSH�RI�WKLV�SDSHU�WR�GLVFXVV�WKH�SURV�DQG�FRQV�RI�VXFK�D�SODQ��ZKLFK�KDV�EHHQ�WKH�VXEMHFW�RI�D�YLYLG�SXEOLF�GHEDWH��� EXW�LW�LV�LPSRUWDQW�WR�QRWH�WKDW�WUXH�WR�LWV�WUDGLWLRQ��WKH�(J\SWLDQ�VWDWH¶V�YLVLRQ�RI�WKH�IXWXUH LV�WR�H[SDQG�WKH�FXOWLYDEOH�IURQWLHU��DV�ZKHQ�0RKDPPHG�$OL�EXLOW�WKH�'HOWD�%DUUDJH��WKH�%ULWLVK�EXLOW�WKH�$VZDQ�%DUUDJH��DQG�1DVVHU�EXLOW�WKH�+LJK�'DP���7KH�REMHFWLYH�RI�DGGLQJ���PLOOLRQ�IHGGDQV�WR�WKH�FXOWLYDEOH�ODQG�E\�WKH�\HDU������DQG�FUHDWLQJ����QHZ�FLWLHV�WR�HDVH�WKH�SRSXODWLRQ�SUHVVXUH�LQ�WKH�2OG�9DOOH\�PD\�EH�WRR�DPELWLRXV��%XW�HYHQ�ZLWK�PRUH�VFDOHG�GRZQ�REMHFWLYHV��WKH�PRYH�LV�LQ�WKH�ULJKW�GLUHFWLRQ�7KH�SRLQW�WR�EH�HPSKDVL]HG��KRZHYHU��LV�WKDW�WKH�HPSOR\PHQW�LPSDFW�RI�WKH�ODUJH�VFDOH�SURMHFWV�LQ�6LQDL�DQG�WKH�1HZ�9DOOH\�PXVW�EH�FDUHIXOO\�VWXGLHG��:KLFKHYHU�PRGHO�LV�FKRVHQ��WKHVH�SURJUDPV�VKRXOG�SURYLGH�DQ�RSSRUWXQLW\�IRU�EURDG�EDVHG�GHYHORSPHQW�E\�LQYROYLQJ�PRUH�SHRSOH��HVSHFLDOO\�\RXWK��UDWKHU�WKDQ�FRQFHQWUDWLQJ�WKH�UHWXUQV�LQ�IHZ�KDQGV��,Q�WKLV�UHVSHFW��D�QHZ�HPSOR\PHQW�SURJUDP�IRU�JUDGXDWHV�VKRXOG�EH�ODXQFKHG�LQ�WKHVH�DUHDV��*UDGXDWHV�VKRXOG�EH�JLYHQ�VPDOO�SORWV�RI�ODQG�IRU�FXOWLYDWLRQ�RU�ORDQV�WR�VWDUW�WKHLU�RZQ�EXVLQHVV�LQ�WKH�QHZ�DUHDV��7KXV��D�KLJKHU�HPSOR\PHQW�LQWHQVLW\�DQG�EHWWHU�LQFRPH�GLVWULEXWLRQ�FDQ�EH�DFKLHYHG�WKURXJK�WKHVH�KXJH�JRYHUQPHQWDO�LQYHVWPHQWV�
����&RQFOXVLRQ
(J\SW�LV�DW�D�FURVVURDGV��DQG�VRXQG�FKRLFHV�PXVW�EH�PDGH��7KH�FRXQWU\�PXVW�EXLOG�XSRQ�WKH�VXFFHVV�RI�VWDELOL]DWLRQ�DQG�WKH�UHVXPSWLRQ�RI�HFRQRPLF�JURZWK��(QWHULQJ�WKH���VW FHQWXU\��(J\SW�PXVW�WDNH�WKH�µKLJK�URDG�WR�JURZWKµ�ZLWK�WKH�REMHFWLYH�RI�DFKLHYLQJ�IXOO�HPSOR\PHQW��7KLV�SDSHU�RXWOLQHV�DQ�HPSOR\PHQW�LQWHQVLYH�JURZWK�VWUDWHJ\�EDVHG�RQ�VXVWDLQHG�DQG�UDSLG�JURZWK�ZLWK�GLVWULEXWLRQ�DQG�SRLQWV�WR�WKH�QHFHVVDU\�FRQGLWLRQV�WR�LPSOHPHQW�VXFK�D�VWUDWHJ\�
���� � )RU� D� FULWLFDO� YLHZ� VHH� 5XVKGL� 6DLG�� $O�0XVVDZDU�� ��� -DQXDU\�� ��� -DQXDU\� DQG� �� )HEUXDU\� ������ DQG� $QGUHZ�'RZHOO��³7KH�µ1HZ¶�1HZ�9DOOH\�´�%XVLQHVV�0RQWKO\��$PHULFDQ�&KDPEHU�RI�&RPPHUFH�LQ�(J\SW��0DUFK��������SS��������
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%HFDXVH�WKLV�SDSHU�IRFXVHV�RQ�GHYHORSLQJ�D�SROLF\�IUDPHZRUN��RWKHU�LVVXHV�DUH�QRW�DGGUHVVHG��+RZHYHU��WKH�GLVFXVVLRQ�LV�QRW�FRPSOHWH�ZLWKRXW�KLJKOLJKWLQJ�D�FUXFLDO�SUHFRQGLWLRQ�IRU�WKH�VXFFHVV�RI�WKH�SURSRVHG�VWUDWHJ\��SROLWLFDO HFRQRP\ RI FKDQJH��7KH�HFRQRPLF�KLVWRU\�RI�LQGXVWULDOL]HG�FRXQWULHV�DQG�WKH�1,&¶V�VXJJHVWV�WKDW�WZR�SUHFRQGLWLRQV�DUH�HVVHQWLDO�IRU�WDNHRII�)LUVW��D�YLJRURXV�DQG�GHWHUPLQHG�DWWDFN�RQ�WKH�REVWDFOHV�WKDW�EORFN�LQLWLDWLYHV�DQG�ORZHU�HIILFLHQF\�DQG�SURGXFWLYLW\��7KHVH�REVWDFOHV�DUH�ZHOO�NQRZQ��EXW�D�UDWLRQDO�DSSURDFK�WR�GHDOLQJ�ZLWK�WKHP�KDV�\HW�WR�EH�GHYHORSHG��,Q�D�VWXG\�EDVHG�RQ�LQWHUYLHZV�ZLWK����HVWDEOLVKPHQWV��*DODO�GHWHUPLQHG�WKDW�ODFN�RI�VWDEOH�JRYHUQPHQW�SROLFLHV��DV�ZHOO�DV�ODFN�RI�SROLF\�FRQWLQXLW\��DQG�WKH�REVWDFOHV�LQ�WKH�DUHDV�RI�WD[DWLRQ��ILQDQFH�DQG�ODERU�OHJLVODWLRQ��GLVFRXUDJH�SRWHQWLDO�LQYHVWRUV�DQG�DUH�WKXV�GHWULPHQWDO�WR�JURZWK��*DODO�������:RUOG�%DQN��������*RRG�LQWHQWLRQV�DUH�QRW�VXIILFLHQW�WR�GHDO�ZLWK�FRUUXSWLRQ�DQG�EXUHDXFUDF\��:KDW�LV�QHHGHG�LV�DQ�LQVWLWXWLRQDO�DUUDQJHPHQW�DQG�D�VRXQG�LQFHQWLYH�V\VWHP�WKDW�FRQWULEXWH�WR�D�SUR�JURZWK�HQYLURQPHQW�6HFRQGO\��D�FXOWXUH�RI�LQFOXVLRQ��QRW�H[FOXVLRQ��LV�QHFHVVDU\�WR�PRELOL]H�WKH�SRSXODWLRQ�IRU�WKH�WDVNV�DKHDG��7KH�UHVXOWV�RI�H[FOXVLRQ�DUH RQO\�WRR�REYLRXV��DQG�ZH�PXVW�QRW�IRUJHW�WKDW�µSRYHUW\�DQ\ZKHUH�LV�D�WKUHDW�WR�SURVSHULW\�HYHU\ZKHUH�¶�+DYLQJ�D�MRE�LV�RQH�RI�WKH�PRVW�HIIHFWLYH�PHDQV�IRU�LQFOXVLRQ��7KH�ILJKW�DJDLQVW�SRYHUW\�DQG�H[FOXVLRQ�ZLOO�VXFFHHG�RQO\�WKURXJK�WKH�FUHDWLRQ�RI�DOOLDQFHV�DPRQJ�WKRVH�ZLWK�WKH�IRUHVLJKW�WR�UHDOL]H�WKDW�LQFOXVLRQ�LV�ZRUWKZKLOH�QRW�RQO\�RQ�PRUDO�JURXQGV��EXW�DOVR�IRU�(J\SW¶V�HFRQRPLF�VXUYLYDO�7KHVH�DUH�WKH�FKDOOHQJHV�WKDW�IDFH�(J\SW�RQ�WKH�YHUJH�RI�WKH���VW FHQWXU\��7KH�FRXQWU\�ZKLFK��LQ�WKH�ZRUGV�RI�6LQGEDG��SHUIHFWHG�WKH�FUDIW�RI�FLYLOL]DWLRQ�EXLOGLQJ�WKURXJK�LWV�ORQJ�KLVWRU\��LV�FDSDEOH�RI�HPEDUNLQJ�RQ�D�QHZ�SKDVH��D�PRGHUQ�FLYLOL]DWLRQ�EDVHG�RQ�JURZWK�ZLWK�HTXLW\��
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3$57�,, 72:$5'6�)8//�(03/2<0(17�',6&866,21
$IWHU�KLV�SUHVHQWDWLRQ��'U��5DGZDQ�UHVSRQGHG WR�UHPDUNV�DQG�TXHVWLRQV�IURP�WKH�DXGLHQFH��'XH�WR�OLPLWHG�WLPH�QRW�DOO�TXHVWLRQV�ZHUH�DGGUHVVHG��ZH�KDYH�PDGH�DQ�DWWHPSW�WR�UHPHG\�WKLV�E\�SURYLGLQJ�DGGLWLRQDO�UHVSRQVHV�LQ�WKLV�GLVFXVVLRQ��3DUWLFLSDQWV�LQ�WKH�GLVFXVVLRQ�LQFOXGHG�)RUPHU�3ULPH�0LQLVWHUV�'U��$OL�/RIW\�DQG�'U��$EGHO�$]L]�+HJD]\��'U��$OL�6ROLPDQ�UHSUHVHQWLQJ�WKH�JRYHUQPHQW��'U��*DODO�$PLQ�IURP�DFDGHPLD��DQG�'U��7KRPDV�6FKHEHQ�IURP�WKH�.RQUDG�$GHQDXHU�)RXQGDWLRQ���6HH�DSSHQGL[�IRU�D�FRPSOHWH�OLVW�RI�WKRVH�LQ�DWWHQGDQFH���7KH�IROORZLQJ�LV�D�VXPPDU\�RI�WKH�GLVFXVVLRQ�
3DUWLFLSDQW���'U��5DGZDQ�VKRZHG�XV�WKURXJK�KLV�GLDJUDP�WKH�HYROXWLRQ�RI�XQHPSOR\PHQW�VLQFH�WKH�����V��$SSDUHQWO\��WKH�XQHPSOR\PHQW�UDWH�GHFOLQHG�LQ�WKH�HDUOLHU�SHULRG��ZKLFK�LV�WUXH��%XW�ZH�PXVW�DVN�ZK\�DQG�ZKDW�LV�WKH�UHVXOW"�,�WKLQN�WKLV�RFFXUUHG�EHFDXVH�DW�WKH�WLPH�WKH�JRYHUQPHQW�SURYLGHG�MREV��7KLV�LV�D�GDQJHURXV�SROLF\�EHFDXVH�LW�FUHDWHG�WKH�JUHDWHU�SUREOHP�RI�GLVJXLVHG�XQHPSOR\PHQW��WKDW�LV�RYHU�HPSOR\PHQW�LQ�WKH�JRYHUQPHQW�DQG�SXEOLF�VHFWRU�:KHQ�ZH�GLVFXVV�WKH�SUREOHP�RI�XQHPSOR\PHQW�ZH�PXVW�FRQVLGHU�WKH�HFRQRPLF�DQG�VRFLDO�HIIHFWV��ZKLFK�,�EHOLHYH�DUH�PRUH�VLJQLILFDQW�LQ�(J\SW�WKDQ�LQ�RWKHU�FRXQWULHV��EHFDXVH�ZH�ODFN�D�V\VWHP�RI�LQVXUDQFH�DJDLQVW�XQHPSOR\PHQW��$FFRUGLQJ�WR�WKH�QHZ�SODQ��LW�FRVWV���/(���������WR�FUHDWH�RQH�QHZ MRE��7KLV�LV�D�KXJH�LQYHVWPHQW�DQG�LV�RQH�RI�WKH�PDLQ�SUREOHPV�RI�WKH�XQHPSOR\PHQW�GLOHPPD�LQ�(J\SW��)LQDOO\��LI�ZH�ORRN�DW�WKH�FODVVLILFDWLRQ�RI�WKH�XQHPSOR\HG�DFFRUGLQJ�WR�WKHLU�GHJUHH�RI�HGXFDWLRQ��WKH�VWDWLVWLFV�VKRZ�WKDW�WKH�PDMRULW\�RI�WKH�XQHPSOR\HG�JUDGXDWHG�IURP�WHFKQLFDO��FRPPHUFLDO��LQGXVWULDO�RU�DJULFXOWXUDO�VFKRROV��:H�QHHG�WHFKQLFLDQV��DQG�\HW�WKH�XQHPSOR\HG�DUH��DW�OHDVW�LQ�WKHRU\��WHFKQLFDOO\�HGXFDWHG��
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6SHDNHU���7KH�FDSLWDO�ODERU�LVVXH�LV�D�YHU\�LPSRUWDQW�RQH��:KDW�KDV�EHHQ�QHJOHFWHG�LQ�(J\SW�LV�WKH�VXLWDEOH�VL]H�RI�HQWHUSULVH��7KHUH�DUH�WZR�LPSRUWDQW�HOHPHQWV��WKH�OHJDO�IUDPHZRUN�DQG�WKH�UHVSRQVLYHQHVV�RI�WKH�FUHGLW�V\VWHP��7KH�WZR�DFW�DJDLQVW�WKH�JURZWK�RI�VPDOO� DQG�PHGLXP�VL]H�HQWHUSULVH��<RX�FDQ�UHGXFH�WKH�FDSLWDO�ODERU�UDWLR�E\�IRFXVLQJ�PRUH�RQ�VPDOO�DQG�PHGLXP�VFDOH�HQWHUSULVH�&RQFHUQLQJ�WKH�SDUDGR[�RI�WKH�KLJK�GHPDQG�IRU�WHFKQLFLDQV�H[LVWLQJ�VLGH�E\�VLGH�ZLWK�KLJK�XQHPSOR\PHQW�DPRQJ�WKH�JUDGXDWHV�RI�WHFKQLFDO�VFKRROV��WKH�H[SODQDWLRQ�LV�YHU\�VLPSOH��7KRVH�JUDGXDWHV�GR�QRW�SRVVHVV�WKH�UHTXLUHG�VNLOOV��7KHLU�HGXFDWLRQ�LV�PDLQO\�WKHRUHWLFDO��DQG�WKHUHIRUH�HQWHUSULVHV�SUHIHU�WR�HPSOR\�XQHGXFDWHG�ZRUNHUV�ZKR�KDYH�EHHQ�WUDLQHG�RQ�WKH�MRE�UDWKHU�WKDQ�RSWLQJ�IRU�WKH�PRUH�H[SHQVLYH�JUDGXDWHV�RI�WHFKQLFDO�VFKRROV��:KDW�LV�UHTXLUHG�LV�D�WKRURXJK�UHYLVLRQ�RI�WKH�FXUULFXOXP�DQG�H[DPLQDWLRQ�V\VWHP�LQ�WHFKQLFDO�VFKRROV�DV�SDUW�RI�WKH�HGXFDWLRQDO�UHIRUP�UHTXLUHG�IRU�WKH�V\VWHP�DV�D�ZKROH
3DUWLFLSDQW���,�DP�GLVVDWLVILHG�ZLWK�WKH�TXHVWLRQV�\RX�WULHG�WR�DQVZHU��)LUVW��ZKDW�LV�WKH�XQHPSOR\PHQW�UDWH"�7KH�:RUOG�%DQN�DQG�WKH�86�(PEDVV\�VD\�XQHPSOR\PHQW�LQ�(J\SW�LV��� SHUFHQW��QRZ�\RX�VD\�WKDW�WKH�FRUUHFWHG�ILJXUH�LV����� SHUFHQW��<RX�HPSKDVL]HG�WKDW�LQVWHDG�RI�WKH���������WR���������MREV�WKDW�KDYH�EHHQ�WKH�JRDO��RQO\���������KDYH�EHHQ�DGGHG�D�\HDU��+RZ�GLG XQHPSOR\PHQW�VXGGHQO\�IDOO�IURP��� SHUFHQW"�1RWKLQJ�KDV�KDSSHQHG�LQ�WKH�ODVW�WHQ�\HDUV�WR�UHGXFH�XQHPSOR\PHQW�)LJXUHV�VD\�WKDW�VLQFH�WKH�2SHQ�'RRU�SROLFLHV�EHJDQ��WKH�XQHPSOR\PHQW�UDWH�URVH�IURP�� SHUFHQW�LQ�WKH�PLG�����V�WR��� SHUFHQW�LQ�WKH�PLG�����V��LQ�VSLWH�RI�WKH�XQSUHFHGHQWHG�PLJUDWLRQ�DEURDG��6R�LW�LV�QRW�D�FDVH�LQ�ZKLFK�WKLQJV�ZHUH�KHDOWK\�LQ�WKH�����V�DQG�KDYH�VXGGHQO\�GHWHULRUDWHG��WKH�PLJUDWLRQ�SKHQRPHQRQ�ZDV�DQ�LQWHUUXSWLRQ�ZKLFK�VHUYHG�WR�GLVJXLVH�ZKDW�KDV�EHHQ�RQJRLQJ�IRU�WKH�SDVW����\HDUV� $V�WKH�SUHYLRXV�SDUWLFLSDQW�VDLG��WKH�IXOO�HPSOR\PHQW�RI�WKH�����V�ZDV�GXH�WR�WKH�JRYHUQPHQW¶V�UROH�SURYLGLQJ�SXEOLF�VHFWRU�HPSOR\PHQW��1RZ�WKH�JRYHUQPHQW�LV�OHVV�LQYROYHG�VR�XQHPSOR\PHQW�KDV�ULVHQ��$QRWKHU�H[SODQDWLRQ�LV�VWUXFWXUDO�DGMXVWPHQW��DQG�WKH�JRYHUQPHQW�UHGXFWLRQ�RI�VSHQGLQJ�RQ�
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HGXFDWLRQ�DQG�KHDOWK��ZKLFK�FUHDWHV�XQHPSOR\PHQW��6R�ZKDW�ZH�FDOO�D�VXFFHVV�LV�WKH�YHU\�FDXVH�RI�IDLOXUH�,W�LV�QRW�DQ�H[SODQDWLRQ�WR�VD\�XQHPSOR\PHQW�KDV�ULVHQ�EHFDXVH�ODERU�LQWHQVLW\�RI�LQYHVWPHQW�ZDV�ORZ��,�EHOLHYH�WKDW WKH�SUHVHQWDWLRQ�UHOLHG�WRR�KHDYLO\�RQ�ILJXUHV�DQG�WDEOHV�ZKLFK�FDQ�GLYHUW�XV�IURP�WKH�UHDO�LVVXHV��2QH�RI�\RXU�WDEOHV�VKRZHG�WKDW�JURZWK�LV�WKH�QHFHVVDU\�DQG�VXIILFLHQW�FRQGLWLRQ�IRU�VROYLQJ�XQHPSOR\PHQW��EXW�WKDW�LV�QRW�VR��7KH�H[SHULHQFHV�RI�PDQ\�FRXQWULHV�VKRZ�WKDW�JURZWK�GRHV�QRW�VROYH�XQHPSOR\PHQW�
6SHDNHU���&RQFHUQLQJ�WKH�GLIIHUHQW�HVWLPDWHV�RI�XQHPSOR\PHQW��ZKHWKHU�LW�LV��� SHUFHQW�RU����� SHUFHQW��DV�,�H[SODLQHG�LQ�P\�SUHVHQWDWLRQ��GHSHQGV�RQ�WKH�GHILQLWLRQ�XVHG��7KH�ILJXUH�RI��� SHUFHQW�DVFULEHG�WR�WKH�:RUOG�%DQN�DQG�86$,' LV�EDVHG�RQ�D�VXUYH\�RI�SULYDWH�EXVLQHVV�LQ�(J\SW�DQG�WKHUHIRUH�PD\�RYHU�HVWLPDWH�WKH�LQFLGHQFH�RI�XQHPSOR\PHQW��7KH�ILJXUH�RI����� SHUFHQW�ZKLFK�WKH�,/2�SUHVHQWV�LV�EDVHG�RQ�WKH�LQWHUQDWLRQDO�GHILQLWLRQ��%H�WKDW�DV�LW�PD\��WKH�PDMRU�SUREOHP�LV�WKDW�WKH�HFRQRP\�JHQHUDWHV�OHVV�WKDQ���������MREV�D�\HDU��ZKLOH�WKH�ODERU�PDUNHWV�UHFHLYH���������WR���������QHZ�HQWUDQWV�HYHU\�\HDU��7KH�TXHVWLRQ�LV��KRZ�FDQ�WKH�HFRQRP\�SURGXFH�VXIILFLHQW�MREV�WR�DEVRUE�WKH�QHZFRPHUV�WR�WKH�ODERU�PDUNHW� OHW�DORQH�DEVRUELQJ�WKH�EDFNORJ�RI�WKH�XQHPSOR\HG":KDW�V\VWHP�LV�EHVW�DW�FUHDWLQJ�HPSOR\PHQW"�7KHUH�LV�QR�GHQ\LQJ�WKDW�GXULQJ�WKH�����V�VRPHWKLQJ�FORVHU�WR�IXOO�HPSOR\PHQW�ZDV�DFKLHYHG��%XW�KRZ�DQG�DW�ZKDW�FRVW"�6RPH�RI�XV�DUH�DUJXLQJ�WKDW�MRE�FUHDWLRQ�ZDV�GXH�WR�JRYHUQPHQW�LQYHVWPHQW��WKH�JRYHUQPHQW�ZDV�WKH�PDLQ�HPSOR\HU��%XW�E\�WKH�EHJLQQLQJ�RI�WKH�����V��WKH�JRYHUQPHQW�ZDV�QR�ORQJHU�DEOH�WR�ILQDQFH�WKLV�W\SH�RI�HFRQRP\��7KH�µVROXWLRQ�¶�D�WHPSRUDU\�VROXWLRQ��ZDV�WR�VHQG�PLOOLRQV�RI�(J\SWLDQV�WR�ZRUN�LQ�6DXGL�$UDELD�DQG�WKH�JXOI�VWDWHV��7KH�FKDOOHQJH�LV�WR�LQWURGXFH�DQ�HFRQRPLF�SROLF\�ZKLFK�SXWV�WKH�(J\SWLDQ�HFRQRP\�RQ�WKH�URDG�WR�VXVWDLQDEOH�MRE�FUHDWLRQ��EHDULQJ�LQ�PLQG�WKDW�WKH�JRYHUQPHQW�LV�QR�ORQJHU�WKH�PDLQ�DFWRU�DQG�WKH�PDUNHW�KDV�WR�SOD\�WKH�PDMRU UROH��,Q�WKLV�OHFWXUH�,�KDYH�WULHG�WR�SURYLGH�WKH�EURDG�RXWOLQHV�RI�VXFK�D�SROLF\�DSSURDFK�



(&(6�'/6����5DGZDQ��'HFHPEHU�����

��

3DUWLFLSDQW���,�DJUHH�IXOO\�ZLWK�'U��5DGZDQ�DERXW�WKH�LPSRUWDQFH�RI�VWDEOH�SROLFLHV��6LQFH�WKH������5HYROXWLRQ�WKHUH�KDV�EHHQ�OLWWOH�SROLF\�VWDELOLW\��,I�\RX�IROORZ�WKH�KLVWRU\�RI�WKH�(J\SWLDQ�HFRQRP\��\RX�ZLOO�ILQG�WKDW�QHDUO\�HYHU\�VHYHQ�\HDUV�WKHUH�ZDV�D�FKDQJH�LQ�SROLF\�IURP�µ(J\SWLDQL]DWLRQ¶��VRFLDOL]DWLRQ��ZDU�HFRQRP\�DQG�WR�OLEHUDOL]DWLRQ��7KHUH�ZDV�D�ORW�RI�XQILQLVKHG�EXVLQHVV��DQG�ZH�DUH�FXUUHQWO\�ZLWQHVVLQJ�WKH�HIIHFWV�RI�WKHVH�UDSLG�SROLF\�FKDQJHV�'U��*DODO�$PLQ�KDV�EHHQ�FULWLFL]LQJ�WKH�2SHQ�'RRU�SROLF\��,�WKLQN�WKH�2SHQ�'RRU�SROLF\�ZDV�YHU\�OLPLWHG�LQ�LPSOHPHQWDWLRQ��0RUHRYHU�,�ZRXOG�VD\�WKDW�WKH�OLEHUDO�SROLF\�ZH�KDYH�QRZ�LV�QRW�DV�OLEHUDO�DV�LW�VKRXOG�EH��)RU�H[DPSOH��LQ�������WKHUH�ZHUH�����PLOOLRQ�FLYLO�VHUYDQWV��WKHUH�DUH�QRZ�����PLOOLRQ��+RZ�FDQ�ZH�UHGLUHFW�WKH�FLYLO�VHUYDQWV"�7KLV�LV�RQH�RI�WKH�PDLQ�FKDOOHQJHV�WR�GHYHORSPHQW�$JDLQ��LQ�WKH�\HDUV�IURP������WR�������WRWDO�LQYHVWPHQW�WUDQVIHUV�IURP�(J\SWLDQV��$UDEV�DQG�IRUHLJQHUV�ZHUH�DSSUR[LPDWHO\�/(����ELOOLRQ��DQG�WKHUH�ZDV�/(����ELOOLRQ�LQ�FUHGLW�IURP�EDQNV��6R�WKHUH�ZDV�D�WRWDO�RI�/(����ELOOLRQ�IRU�LQYHVWPHQW��7R�FUHDWH�HPSOR\PHQW��ZH�QHHG�LQYHVWPHQW��DQG�ILUVW�ZH�QHHG�VDYLQJV��+RZ�FDQ�ZH�HQWHU�WKH���VW FHQWXU\�DQG�ZKDW�DFWLRQV�FDQ�ZH�WDNH"6HFRQGO\��,�GR�QRW�EHOLHYH�WKDW�ZH�KDYH�DFFXUDWH�VWDWLVWLFV�DQG�WKHUH�LV�QR�FRQVLVWHQF\�LQ�WKH�UHFRUGHG�UDWH�RI�XQHPSOR\PHQW�7KLUGO\��LQ�D�6RFLDOLVW�VWDWH�ZKDW�LV�WKH�FRVW�RI�GLVJXLVHG�XQHPSOR\PHQW"�+RZ�PXFK�ZLOO�LW�FRVW�WR�SULYDWL]H�DQG�OLEHUDOL]H�WKH�(J\SWLDQ�HFRQRP\��RU�DW�OHDVW�WR�SURYLGH�XQHPSOR\PHQW�LQVXUDQFH"�,�EHOLHYH�WKDW�WKH�FRVW�RI�GLVJXLVHG�XQHPSOR\PHQW�XS�WR������ZDV�IDU�OHVV�WKDQ�ZKDW�WKH�JRYHUQPHQW�ZLOO�VSHQG�WR�FDUU\�RXW�SULYDWL]DWLRQ�DQG�OLEHUDOL]H�SROLFLHV�$QG�ILQDOO\��HYHU\ERG\�LV�WDONLQJ�DERXW�H[SRUWV��+RZ�PXFK�LV�(J\SW�H[SRUWLQJ�DQG�KRZ�PXFK�LV�FRPLQJ�IURP�WKH�SURGXFWLYH�VHFWRU��FRPSDUHG�ZLWK�WKH�HPHUJLQJ�PDUNHWV�RI�6LQJDSRUH��0DOD\VLD��.RUHD"�,Q����\HDUV�RI�OLEHUDO�SROLFLHV�RXU�H[SRUW�YROXPH�ZDV�ORZ��<RX�
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QHHG�LQYHVWPHQW��HPSOR\PHQW�DQG�LQFUHDVHG�H[SRUWV�6SHDNHU���7KLV�LV�D�YHU\�LPSRUWDQW�TXHVWLRQ��ZKDW�LV�WKH�WUDGH�RII"�'R�\RX�NHHS�SHRSOH�HPSOR\HG�E\�WKH�JRYHUQPHQW�RU�GR�\RX�LQWURGXFH�XQHPSOR\PHQW�LQVXUDQFH"�7KH�SUREOHP�ZLWK�XQHPSOR\PHQW�LQVXUDQFH�LV�WKDW�LW�LV�YHU\�FRVWO\�DQG�PD\�HQFRXUDJH�ZRUNHUV�WR�FKRRVH�XQHPSOR\PHQW�UDWKHU�WKDQ�VHHN�ZRUN��)RU�H[DPSOH��WKH�6ZHGLVK�PRGHO��ZKHUH�XQHPSOR\HG�ZRUNHUV�DUH�DVVXUHG�RI�D�GHFHQW�LQFRPH��ZDV�FRXQWHU�SURGXFWLYH�DV�LW�UHVXOWHG�LQ�D�VZHOOLQJ�RI�WKH�UDQNV�RI�WKRVH�ZKR�SUHIHU�WR�EH�XQHPSOR\HG��7KH�EHVW�V\VWHP�LV�RQH�RI�VRFLDO�VHFXULW\�SHQVLRQV�LQ�ZKLFK�WKH�EXVLQHVV�DQG�ZRUNHUV�FRQWULEXWH�WR�KHGJH�DJDLQVW�LOOQHVV��XQHPSOR\PHQW��DQG�HYHQWXDOO\��UHWLUHPHQW��,W�ZRXOG�EH�EHWWHU�WR�XVH�WKH�PRQH\�WKDW�JRHV�WR�XQHPSOR\PHQW�LQVXUDQFH�WR�JHQHUDWH�MREV�DQG�DEVRUE�WKH�PDMRULW\�RI�SHRSOH��UDWKHU�WKDQ�GHYHORS�D�KHDY\�V\VWHP�RI�LQVXUDQFH��+RZ�GR�ZH�UHGLUHFW�FLYLO�VHUYDQWV"�:KDW�LV�WKH�LQFHQWLYH�IRU�WKRVH���PLOOLRQ�SHRSOH�WR�PRYH�RXW�RI�FLYLO�VHUYLFH"�7KHUH�LV�QR�LQFHQWLYH��WKH\�KDYH�DQ�LQVXUDQFH�SROLF\�VWD\LQJ�LQ�JRYHUQPHQW�ZLWK�D�JXDUDQWHHG�VDODU\��(J\SW�GRHV�QRW�FXUUHQWO\�KDYH�DQ�DFWLYH�ODERU�PDUNHW�SROLF\��%\�WKDW�,�PHDQ�WKH�GHYHORSPHQW�RI�ODERU�PDUNHW�LQVWLWXWLRQV�VXFK�DV�HPSOR\PHQW�VHUYLFHV�WKDW�WU\�WR�EULQJ�WRJHWKHU�WKH�GHPDQG�DQG�VXSSO\�RI�ODERU��0RUH�LPSRUWDQW�LV�WKH�ZKROH�LVVXH�RI�WUDLQLQJ�DQG�UHWUDLQLQJ��,Q�D�UDSLGO\�FKDQJLQJ�ZRUOG��ZLWK�WKH�WHFKQRORJLFDO�DGYDQFHV�ZH�DUH�ZLWQHVVLQJ��WKH�ROG�V\VWHPV�RI�ZRUN�RUJDQL]DWLRQV�DUH�RXW�RI�GDWH��:RUNHUV�QHHG�WR�EH�WUDLQHG�WR�GHDO�ZLWK�QHZ�WHFKQRORJ\�DQG�UHWUDLQHG�WR�FRSH�ZLWK�WKH�FKDQJH�LQ�WKH�SURGXFWLRQ�SURFHVV�DV�ZHOO�DV�VHFWRUDO�VKLIWV�WKDW�DUH�WDNLQJ�SODFH�
3DUWLFLSDQW���:KDW�LV�\RXU�SRLQW�RI�YLHZ�RQ�WKH�SUROLIHUDWLRQ�RI�SURMHFWV�DW�WKH�PLFUR�OHYHO��VXFK�DV�WKH�LQFRPH�JHQHUDWLQJ�SURMHFWV�EDVHG�RQ�WUDLQLQJ�DQG�PDUNHWLQJ�IRU�EXVLQHVV�DQG�VXUYLYDO�WKDW�DUH�EHLQJ�XQGHUWDNHQ�E\�RUJDQL]DWLRQV�OLNH�81,&()�DQG�1*2V"�<RX�GLG�QRW�PHQWLRQ�WKHP��GR�\RX�UHMHFW�WKHP"�$UH�WKH\�WHPSRUDU\�XQGHUWDNLQJV�RU�DUH�WKH\�VROXWLRQV"
6SHDNHU���,�GR�QRW�GHQ\�WKH�UROH�RI�PLFUR�LQWHUYHQWLRQ�RU�PLFUR�HQWHUSULVHV��,�UHFRJQL]H�WKDW�LQ�DQ�HFRQRP\�OLNH�(J\SW��WKH�LQIRUPDO�VHFWRU�SOD\V�DQ�LPSRUWDQW�UROH��%XW�HFRQRPLF�
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KLVWRU\�GRHV�QRW�SURYLGH�XV�ZLWK�D�VLQJOH�FDVH�LQ�ZKLFK�WKH�LQIRUPDO�VHFWRU�RU�PLFUR�LQWHUYHQWLRQV�KDYH�EHHQ�WKH�HQJLQH�RI�JURZWK��7KH\�SURYLGH�VXUYLYDO�VWUDWHJLHV�IRU�WKH�SRRU��EXW�E\�GHILQLWLRQ�WKLV�LV�LQ�ORZ�SURGXFWLYLW\�VHFWRUV��:H�PXVW�GLUHFW�RXU�DWWHQWLRQ�WR�ZKDW�LV�YLDEOH��WKDW�LV�WKH�SDUW�RI�WKH�LQIRUPDO�VHFWRU�WKDW�LV�FORVHVW�WR�VPDOO�HQWHUSULVH��%\�SURYLGLQJ�FUHGLW��VRFLDO�SURWHFWLRQ�DQG�JXLGDQFH�WKLV�VHFWRU�FDQ�FRQWULEXWH�WR�HPSOR\PHQW�FUHDWLRQ��EXW�LW�VKRXOG�QRW�EH�UHJDUGHG�DV�D�ORQJHU�WHUP�SDQDFHD�
3DUWLFLSDQW���5HJDUGLQJ�\RXU�GLDJUDP�RI�WKH�XQHPSOR\PHQW�WUHQG�LQ�(J\SW��\RX�VKRZ�WKDW�WKH�UDWH�RI�SURGXFWLYLW\�LV�LQFUHDVLQJ�ZKLOH�UHDO�ZDJHV�DUH�IDOOLQJ��7KLV�LQGLFDWHV�VRPHWKLQJ�LQWHUHVWLQJ�DERXW�LQFRPH�GLVWULEXWLRQ��EHFDXVH�LI�ZDJHV�DUH�JRLQJ�GRZQ��DQG�ZH�FRQWLQXH�WR�JLYH�PRUH�LQFHQWLYHV�WR�LQYHVWRUV��ZH�DUH�QRW�PDNLQJ�DQ�HIIRUW�WR�KHOS�WKH�XQHPSOR\HG�<RX�DOVR�GLG�QRW�DGGUHVV�WKH�UHJLRQDO�GLVWULEXWLRQ�RI�XQHPSOR\PHQW��7KHUH�ZDV�DQ�H[FHOOHQW�SDSHU�E\�'U��+DQDD�.KHLU�(O�'LQ�DQG�'U��+HED�(O�/DLWK\�VKRZLQJ�WKDW�GLVWULEXWLRQ�RI�SRYHUW\�LQ�(J\SW�LGHQWLFDOO\�SDUDOOHOV�WKH�GLVWULEXWLRQ�RI�VRFLDO�LQYHVWPHQW��7KH�JRYHUQRUDWHV�WKDW�VXIIHU�IURP�PRUH�XQHPSOR\PHQW�DQG�ORZHU�LQFRPH�DUH�WKRVH�WKDW�DUH�JLYHQ�WKH�PRVW�JRYHUQPHQWDO�DVVLVWDQFH��
6SHDNHU���&RQFHUQLQJ�WKH�UHODWLRQVKLS�EHWZHHQ�ZDJHV�DQG�SURGXFWLYLW\��LW�LV�LPSRUWDQW�WR�QRWH�WKDW�LQFUHDVHG�LQYHVWPHQW�DQG�VXVWDLQHG�JURZWK�VKRXOG�OHDG�WR�LPSURYHG�SURGXFWLYLW\��7KLV�LQFUHDVH�LQ�SURGXFWLYLW\�VKRXOG�EH�DOORFDWHG�WR�WKH�PDLQWHQDQFH�RI�UHDO�ZDJHV�DQG�UHLQYHVWPHQW��7KLV�LV�WKH�HFRQRPLF�ODZ��:KDW�ZH�DUH�ZLWQHVVLQJ�QRZ�LV�D�VKDUS�GHFOLQH�LQ�UHDO�ZDJHV� WRJHWKHU�ZLWK�D�GHFOLQH�LQ�SURGXFWLYLW\�LQ�PDQ\�VHFWRUV��7KH�FKDOOHQJH�LV�WR�FUHDWH�WKH�FRQGLWLRQV�IRU�D�V\VWHP�LQ�ZKLFK�LQFUHDVHG�LQYHVWPHQW�OHDGV�WR�LQFUHDVHG�SURGXFWLYLW\�DQG�UHDO�ZDJHV��,W�LV�YHU\�IDVKLRQDEOH�WR�WDON�DERXW�(DVW�DQG�6RXWKHDVW�$VLD��EXW�PRVW�RI�WKH�ZULWLQJV�LQ�(J\SW�DERXW�WKLV�DUH�WRR�JHQHUDO��7KH�H[SHULPHQW�LQ�(DVW�DQG�6RXWKHDVW�$VLD�LV�EDVHG�RQ�WZR�LVVXHV��)LUVW��WKH�JRYHUQPHQWV�ZHUH�PDQDJHULDO�JRYHUQPHQWV�EURXJKW�XS�XQGHU�-DSDQHVH�UXOH��7KH\�PDGH�DOOLDQFHV�ZLWK�WKH�SULYDWH�VHFWRU�WKURXJK�D�FDUURW�DQG�VWLFN�SROLF\�
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7KH�VHFRQG�HOHPHQW�RI�WKH�µ$VLDQ�0LUDFOH�¶�LV�WKDW�RYHU����\HDUV�WKH\�PDQDJHG�WR�DFKLHYH�D�KLJK�UDWH�RI�JURZWK�DQG�VXVWDLQ�LW��7KH\�DOVR�DFKLHYHG�KLJK�UDWHV�RI�UHDO�ZDJH�JURZWK�EXW�ORZHU�WKDQ�SURGXFWLYLW\��7KH�GLIIHUHQFH�EHWZHHQ�WKH�WZR�ZHQW�WR�FDSLWDO�DFFXPXODWLRQ7KH�VWXG\�RI�WKH�UHJLRQDO�GLVWULEXWLRQ�RI�SRYHUW\�LQ�(J\SW�VKRZV�WKDW�DUHDV�RI�KLJK�SRYHUW\�DUH�QRW�QHFHVVDULO\�ZKHUH�XQHPSOR\PHQW�LV�KLJK��7KH�SRRU�FDQQRW�DIIRUG�WR�EH�XQHPSOR\HG��%XW�DUHDV�RI�KLJK�SRYHUW\�DUH�DOVR�DUHDV�RI�ORZ�DYHUDJH�LQFRPH��7KLV�KDV�LPSRUWDQW�LPSOLFDWLRQV�IRU�SROLF\��DUHDV�RI�KLJK�SRYHUW\�VKRXOG�UHFHLYH�XUJHQW�DWWHQWLRQ�LI�VRFLDO�FRKHVLRQ�LV�WR�EH�PDLQWDLQHG��0HDQZKLOH��WKH�TXHVWLRQ�RI�XQHPSOR\PHQW�VKRXOG�EH�DGGUHVVHG�WKURXJK�WKH�VHW�RI�SROLFLHV�ZH�DUH�GLVFXVVLQJ�
3DUWLFLSDQW���,�DP�LQWHUHVWHG�LQ�WKH�SUDFWLFDOLW\�RI�'U��5DGZDQ¶V�SURSRVDOV�UDWKHU�WKDQ�WKH�JHQHUDOLWLHV�RI�WKH�SUHVHQWDWLRQ��7KH�UHFRPPHQGDWLRQ�IRU�VXVWDLQDEOH�JURZWK�LV�WRR�JHQHUDO��WKH�TXHVWLRQ�LV��KRZ�GR�ZH�DFKLHYH�WKDW"<RXU�VROXWLRQ�WR�(J\SW¶V�ORZ�ODERU�SURGXFWLYLW\�LV�HGXFDWLRQDO�UHIRUP��7KLV�LV�D�PHGLXP� RU�ORQJ�WHUP�SURFHVV�ZKLFK�GRHV�QRW�JHQHUDWH�LPPHGLDWH�UHWXUQV��:KDW�DUH�\RXU�YLHZV�UHJDUGLQJ�IUHH�WUDLQLQJ�SURJUDPV"�$QG�ZKDW�VKRXOG�EH�WKH�JRYHUQPHQW¶V�UROH�LQ�GHYHORSLQJ�WKHVH�SURJUDPV"�6KRXOG�WKLV�EH�GRQH�WKURXJK�LQFHQWLYHV�WR�WKH�SULYDWH�VHFWRU"
6SHDNHU��5HJDUGLQJ�WKH�XQHPSOR\PHQW�HGXFDWLRQ�GLOHPPD��(J\SW�KDV�EHHQ�H[SHULHQFLQJ�D�GH�VNLOOLQJ�RI�WKH�ODERU�IRUFH�RYHU�WKH�ODVW�WZR�GHFDGHV��7KLV�LV�GXH�WR�WKH�GHWHULRUDWLRQ�LQ�WKH HGXFDWLRQDO�V\VWHP�DV�ZHOO�DV�SRRU�WUDLQLQJ�SROLFLHV�DQG�LQVWLWXWLRQV��7KH�SUREOHP�RI�UHIRUPLQJ�WKH�HGXFDWLRQDO�V\VWHP�LV�ZHOO�NQRZQ��DQG�WKH�JRYHUQPHQW�LV�XQGHUWDNLQJ�WUHPHQGRXV�HIIRUWV�WR�WKLV�HQG��7KH�UHIRUP�VKRXOG�VWDUW�ZLWK�EDVLF�HGXFDWLRQ�DQG�IRFXV�RQ�HVWDEOLVKLQJ�D�SURSHU�UHODWLRQVKLS�EHWZHHQ�WKH�RXWSXW�RI�WKH�HGXFDWLRQDO�V\VWHP�DQG�WKH�GHPDQG�RI�WKH�ODERU�PDUNHWV��:H�KDYH�����WUDLQLQJ�FHQWHUV�LQ�(J\SW��EXW�WKH\�DUH�KLJKO\�LQHIIHFWLYH��7KHUH�DUH�PDQ\�PRGHOV�IRU�PRGHUQ�WUDLQLQJ�LQ�WKH�ZRUOG��EXW�ZKDW (J\SW�LV�FXUUHQWO\�SXUVXLQJ�KDV�QRWKLQJ�WR�GR�ZLWK�DQ\�RI�WKHVH�PRGHOV��7KHUH�LV�QR�DOWHUQDWLYH�EXW�
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WR�RSW�IRU�PRELOL]LQJ�ERWK�WKH�JRYHUQPHQW�DQG�SULYDWH�VHFWRU�WR�LQWURGXFH�PRGHUQ�WUDLQLQJ�V\VWHPV��
3DUWLFLSDQW���,�WDNH�LVVXH�ZLWK�VRPH�RI�WKH�ILJXUHV�JLYHQ�LQ�WKH�SUHVHQWDWLRQ��'U��5DGZDQ�VDLG�WKDW�ZLWK�D�SRSXODWLRQ�RI����PLOOLRQ�(J\SW�KDV�D�ODERU�IRUFH�RI����PLOOLRQ��DQG�WZR�PLOOLRQ�RI�WKHP�DUH�XQHPSOR\HG��7KDW�LQGLFDWHV�D�YHU\�KLJK�UDWH�RI�VWDWLVWLFDO�GURS�RXWV��7KH�(J\SWLDQ�UDWDEOH�ODERU�IRUFH�PXVW�EH�KLJKHU�DQG�WKH�GLPHQVLRQ�RI�XQHPSOR\PHQW�PXVW�EH�KLJKHU�
6SHDNHU���7KH�GDWD�VKRZQ�LQ�7DEOH���DUH�YHU\�FOHDU��,Q�������WKH�ODERU�IRUFH�ZDV������PLOOLRQ��RI�ZKLFK������PLOOLRQ�ZHUH�HPSOR\HG��,�GR�QRW�VHH�ZKHUH�WKH�µGURSRXWV¶�FRPH�IURP��7KH�SUREOHP�LV�WKDW�WKHVH�ILJXUHV�KLGH�WKH�UHDO�PDJQLWXGH�RI�XQHPSOR\PHQW�EHFDXVH�WKH\�GR�QRW�LQFOXGH�FKLOGUHQ�DW�ZRUN��KRXVHZLYHV�ZKR�SHUIRUP�SURGXFWLYH�DFWLYLWLHV�DQG�SHRSOH�DERYH�WKH�DJH�RI����ZKR�DUH�VWLOO�HFRQRPLFDOO\�DFWLYH��,I�ZH�DGG�DOO�WKHVH�FDWHJRULHV��WKH�DFWXDO�ODERU IRUFH�ILJXUH�ZLOO�EH�KLJKHU�DQG�WKH�DFWXDO�HPSOR\PHQW�UDWH�ZLOO�DOVR�EH�KLJKHU��,Q�FRQFOXVLRQ��,�DP�LVVXLQJ�D�SOHD�WR�PRYH�EH\RQG�UKHWRULF��7KH�VLWXDWLRQ�LQ�(J\SW�UHTXLUHV�VHULRXV�FRQVLGHUDWLRQ�LQ�RUGHU�WR�GHYHORS�D�SROLF\�UHJLPH�WKDW�FDQ�EXLOG�RQ�UHFHQWLPSURYHPHQWV�LQ�WKH�PDFURHFRQRPLF�VLWXDWLRQ�FRQIURQW�WKH�VHULRXV�SUREOHPV�RI�WKH�FRXQWU\��7KHUH�LV�QR�DOWHUQDWLYH�EXW�WR�LQWURGXFH�SROLFLHV�IRU�VXVWDLQHG�HFRQRPLF�JURZWK�ZKLFK�LV�HPSOR\PHQW�LQWHQVLYH��3ROHPLFDO�DUJXPHQWV�ZLOO�QRW�SURYLGH�WKH�HOHPHQWV�RI�VXFK�D�SROLF\��:KDW�LV�UHTXLUHG�LV�D�VHULRXV�HIIRUW�WR�ORRN�DW�RWKHU�H[SHULHQFHV�DQG�HTXLS�(J\SW�ZLWK�D�KRPHJURZQ�GHYHORSPHQW�VWUDWHJ\�WKDW�ZLOO�HQDEOH�LW�WR�FRPSHWH�LQ�WKH�JOREDOL]LQJ�HFRQRP\�RI�WKH���VW FHQWXU\�
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$33(1',;/,67�2)�$77(1'((6

$EGHO�$]L]�0� +HJD]L$EGHO�$]L]�0��+HJD]L�	�&R���$FFRXQWLQJ�	�0DQDJHPHQW�&RQVXOWDQWV��&DLUR$EGD�$O�0DKGL5HVHDUFK�&RRUGLQDWRU��(FRQRPLF�5HVHDUFK�)RUXP$EGHO�$]L]�0RXVWDID9LFH�&KDLUPDQ��3KDUDRQLF�,QVXUDQFH�&R��$GHO�%LVKDL&KDLUPDQ��(FRQRPLFV�'HSDUWPHQW��$PHULFDQ�8QLYHUVLW\�LQ�&DLUR$GHO�(O�/DEEDQ%RDUG�0HPEHU�(&(6��&RPPHUFLDO�,QWHUQDWLRQDO�%DQN��&,%�$KPHG�*RPDD¶'HSXW\�$VVLVWDQW�0LQLVWHU��0LQLVWU\�RI�)RUHLJQ�$IIDLUV$O�0RWD]�%HOODK�$KPHG�0DQVRXU0DQDJLQJ�'LUHFWRU��0LVU�,UDQ�'HYHORSPHQW�%DQN��0,'%�$OL�/RWI\&KDLUPDQ��)LQDQFLDO�(FRQRPLF�&RQVXOWDQF\�&HQWHU$OL�6ROLPDQ)LUVW�8QGHUVHFUHWDU\��0LQLVWU\�RI�(FRQRP\�	�,QWHUQDWLRQDO�&RRSHUDWLRQ$O\�6DGHN'HSXW\�'LUHFWRU��1DWLRQDO�&HQWHU�IRU�0LGGOH�(DVW�6WXGLHV
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$PDO�0RKDPHG�,EUDKLP�(O�0HQVKDZ\-RXUQDOLVW$QGUHZ�'RZHOO(GLWRU��%XVLQHVV�0RQWKO\�0DJD]LQH$QQH�/��7HULR&RQWUDFWLQJ�2IILFHU��3URFXUHPHQW�2IILFH��86$,'�&DLUR�0LVVLRQ$VVDDG�6��$VVDDG0HPEHU��(&(6��DQG�)LQDQFLDO�6WXGLHV�2IILFH&KDUOHV�'LDPRQG3URIHVVRU��(FRQRPLFV�'HSDUWPHQW��7KH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR&KRXNU\�)RXDG$PEDVVDGRU��0LQLVWU\�RI�)RUHLJQ�$IIDLUV'DYLG�-HVVHH3URMHFW�2IILFHU�IRU�3ULYDWL]DWLRQ��7,),��86$,'�&DLUR�0LVVLRQ)DURXN�(O�+LWDPL'HDQ��6FKRRO�RI�%XVLQHVV�DQG�(FRQRPLFV��7KH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR)RXDG�6XOWDQ&KDLUPDQ�	�0DQDJLQJ�'LUHFWRU��$O�$KO\�IRU�'HYHORSPHQW�DQG�,QYHVWPHQW��$',�*DODO�$PLQ3URIHVVRU��(FRQRPLFV�'HSDUWPHQW��7KH�$PHULFDQ�8QLYHUVLW\�LQ�&DLUR*DPDO�(O�1D]HU&KDLUPDQ�RI�WKH�%RDUG��.DURXQ�,QYHVWPHQW�	�'HYHORSPHQW�&R�*DQQDW�(O�6DPDORXW\3URIHVVRU��)DFXOW\�RI�(FRQRPLFV�DQG�3ROLWLFDO�6FLHQFH��&DLUR�8QLYHUVLW\+DQDD�.KHLU�(O�'LQ3URIHVVRU��)DFXOW\�RI�(FRQRPLFV�DQG�3ROLWLFDO�6FLHQFH��&DLUR�8QLYHUVLW\+HED�1DVVDU3URIHVVRU��)DFXOW\�RI�(FRQRPLFV�DQG�3ROLWLFDO�6FLHQFH��&DLUR�8QLYHUVLW\
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+LVKDP�6HLI�(O�'LQ6HFRQG�6HFUHWDU\��(J\SW�(8�3DUWQHUVKLS�8QLW��0LQLVWU\�RI�)RUHLJQ�$IIDLUV+XVVHLQ�0HJDZHU0DQSRZHU�&RPPLWWHH��3HRSOH¶V�$VVHPEO\,QJ\�0RKDPHG�/RWI\(FRQRPLF�6SHFLDOLVW��86$,'.KDOHG�(PDUD6HFRQG�6HFUHWDU\��(J\SW�(8�3DUWQHUVKLS�8QLW��0LQLVWU\�RI�)RUHLJQ�$IIDLUV/DLOD�(O�.KDZDJD3URIHVVRU��)DFXOW\�RI�(FRQRPLFV�DQG�3ROLWLFDO�6FLHQFH��&DLUR�8QLYHUVLW\�0DKPRXG�*DPDO�(O�'LQ3URJUDP�2IILFH��7KH�:RUOG�%DQN0RQD�2PUDQ�(O�6KDIHL3URJUDP�2IILFHU��86$,'�&DLUR�0LVVLRQ0RXVWDID�(O�*DPDO1DGUD�=DNL&RRUGLQDWRU�RI�(QYLURQPHQWDO�3URJUDPV��)ULHGHULFK�(EHUW�6WLIWXQJ1DJODD�(O�$KZDQ\$VVLVWDQW�3URIHVVRU��)DFXOW\�RI�(FRQRPLFV�DQG�3ROLWLFDO�6FLHQFH��&DLUR�8QLYHUVLW\1DJXL�(O�)D\RXPL86$,'�&DLUR�0LVVLRQ2PDU�(O�)DURXN*HQHUDO�0DQDJHU��+XPDQ�5HVRXUFHV��6RFLDO�)XQG�IRU�'HYHORSPHQW2VPDQ�0RKDPHG*HQHUDO�0DQDJHU��3ODQQLQJ�&HQWHU��1DWLRQDO�3ODQQLQJ�,QVWLWXWH5DRXI�6DDG'HSXW\�$VVLVWDQW�WR�WKH�0LQLVWHU�RI�)RUHLJQ�$IIDLUV��0LQLVWU\�RI�)RUHLJQ�$IIDLUV
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5DVKD�$EGHO�+DNLP(FRQRPLF�6SHFLDOLVW��86$,'5DVKD�.HQDZ\5HVHDUFKHU��7KH�$PHULFDQ�&KDPEHU�RI�&RPPHUFH��$0&+$0�6DPLKD�)DZ]\3URIHVVRU��)DFXOW\�RI�(FRQRPLFV�DQG�3ROLWLFDO�6FLHQFH��&DLUR�8QLYHUVLW\6DPLU�.RUD\HP&KDLUPDQ��(O�0DGDU�%URNHUDJH�&R�6RKHLU�+DELE$VVLVWDQW�5HVLGHQW�5HSUHVHQWDWLYH��8QLWHG�1DWLRQV�'HYHORSPHQW�3URJUDP��81'3�6XVDQ�6DZKLOO�5LOH\&KLHI��3ULYDWL]DWLRQ�'LYLVLRQ��86$,'�&DLUR�0LVVLRQ7KRPDV�6FKHEHQ'LUHFWRU��.RQUDG�$GHQDXHU�)RXQGDWLRQ:DHO�(LVVD3URJUDP�2IILFHU��,QWHUQDWLRQDO�/DERXU�2IILFH��,/2�<DVVHU�6REKL-RXUQDOLVW��$O�$KUDP
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5HIHUHQFHV³5LVLQJ�6SKLQ[�´�7KH�:DOO�6WUHHW�-RXUQDO�����$SULO������³7KH�&KDOOHQJH�RI�WKH���VW�&HQWXU\�IRU�(J\SW��(GXFDWLRQ�DQG�/DERU�´�$OPLVKNDW��&DLUR��6HSWHPEHU�����
&DELQHW�RI�0LQLVWHUV���������(J\SW�DQG�WKH���VW�&HQWXU\��&DLUR�����0DUFK�
&$30$6�DQG�,/2���������5HYLHZ�RI�7KH�/DERU�)RUFH�6DPSOH�6XUYH\�LQ�(J\SW��(VWLPDWHV�RI�(PSOR\PHQW�DQG�8QHPSOR\PHQW��DQG�3URSRVDOV�IRU�,PSURYHPHQW��&DLUR��-XO\��
'RZHOO��$QGUHZ���������³7KH�µ1HZ¶�1HZ�9DOOH\�´�%XVLQHVV�0RQWKO\��$PHULFDQ�&KDPEHU�RI�&RPPHUFH�LQ�(J\SW��0DUFK��SS��������
(J\SW��&DELQHW�RI�0LQLVWHUV���������(J\SW�DQG�WKH���VW�&HQWXU\��&DLUR�����0DUFK�
(J\SW�+XPDQ�'HYHORSPHQW�5HSRUW����� ��������)RUWKFRPLQJ &DLUR�
(,8���������&RXQWU\�)RUHFDVW��(J\SW���VW�4XDUWHU�������/RQGRQ��S���
)HUJDQ\��1DGHU���������³5HFHQW�7UHQGV�LQ�3DUWLFLSDWLRQ�LQ�(FRQRPLF $FWLYLW\�DQG�2SHQ�8QHPSOR\PHQW�LQ�(J\SW�´�$OPLVKNDW�5HVHDUFK�1RWHV��1R������6HSWHPEHU�
)HUJDQ\��1DGHU���������³(J\SW�������(GXFDWLRQ�DQG�(PSOR\PHQW�´�$OPLVKNDW��&DLUR��'HFHPEHU�
)UHHPDQ��5LFKDUG�%���������³/DERU�0DUNHW�,QVWLWXWLRQV�DQG�3ROLFLHV��+HOS�RU +LQGUDQFH�WR�(FRQRPLF�'HYHORSPHQW"´�LQ�3URFHHGLQJV�RI�WKH�:RUOG�%DQN�$QQXDO�&RQIHUHQFH�RQ�'HYHORSPHQW�(FRQRPLFV��������:DVKLQJWRQ�
*DODO��$KPHG�DQG�%HUQDUG�+RHNPDQ����������(J\SW�DQG�WKH�3DUWQHUVKLS�$JUHHPHQW�ZLWK�WKH�(8��7KH�5RDG�WR�0D[LPXP�%HQHILWV��:RUNLQJ�3DSHU��������7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��&DLUR�
*DODO��$KPHG���������³:KLFK�,QVWLWXWLRQV�&RQVWUDLQ�(FRQRPLF�*URZWK�LQ�(J\SW�WKH�0RVW"´�$UDE�(FRQRPLF�-RXUQDO��1R�����$XWXPQ��SS��������
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*ULIILQ��.HLWK�������� 0DFURHFRQRPLF�5HIRUP�DQG�(PSOR\PHQW��$Q�,QYHVWPHQW�/HG�6WUDWHJ\�RI�6WUXFWXUDO�$GMXVWPHQW�LQ�6XE�6DKDUDQ�$IULFD��,VVXHV�LQ�'HYHORSPHQW�'LVFXVVLRQ�3DSHU�����,/2��*HQHYD��S����
+DQGRXVVD��+HED�DQG�*LOOLDQ�3RWWHU���������(J\SW¶V�,QIRUPDO�6HFWRU��(QJLQH�RI�*URZWK"��0(6$�&RQIHUHQFH�3DSHU��3RUWODQG��2FWREHU��S�����
+DQGRXVVD��+HED���������(J\SW�(FRQRPLF�3URILOH��0LQLVWU\�RI�(FRQRP\�DQG�,QWHUQDWLRQDO�&RRSHUDWLRQ��(J\SW��
+DQVHQ��%HQW�DQG�6DPLU�5DGZDQ���������³(PSOR\PHQW�3ODQQLQJ�LQ�(J\SW��$Q�,QVXUDQFH�3ROLF\�IRU�WKH�)XWXUH�´�,QWHUQDWLRQDO�/DERXU�5HYLHZ��9RO�������1R����
+DQVHQ��%HQW�DQG�6DPLU�5DGZDQ���������(PSOR\PHQW�2SSRUWXQLWLHV�DQG�(TXLW\�LQ�(J\SW��$�/DERU�0DUNHW�$SSURDFK��,/2��*HQHYD�
+RXVHKROG�,QFRPH�DQG�([SHQGLWXUH�6XUYH\�������� ��������&$30$6��(J\SW��DV�DQDO\VHG�E\�1DGHU�)HUJDQ\�LQ�5RVH�$O�<RXVVHI��$XJXVW�����LQ�$UDELF��
,/2���������7KH�&KDOOHQJH�RI�-RE�&UHDWLRQ�LQ�(J\SW��5HSRUW�RI�WKH�,/2�0XOWLGLVFLSOLQDU\�0LVVLRQ�RQ�5HWXUQ�0LJUDQWV�IURP�WKH�*XOI��,/2��*HQHYD��,13�
,0)��,QWHUQDWLRQDO�)LQDQFLDO�6WDWLVWLFV�
,QVWLWXWH�RI�1DWLRQDO�3ODQQLQJ���������(J\SW�+XPDQ�'HYHORSPHQW�5HSRUW��������&DLUR�
,QVWLWXWH�RI�,QWHUQDWLRQDO�3ODQQLQJ���������(J\SW�+XPDQ�'HYHORSPHQW�5HSRUW�������IRUWKFRPLQJ��&DLUR�������
,QWHUQDWLRQDO�/DERXU�2IILFH���������:RUOG�(PSOR\PHQW�5HSRUW�����������*HQHYD��S������
.DQDZDW\��*HRUJH���������+XPDQ�5HVRXUFHV�'HYHORSPHQW�LQ�(J\SW��3ROLF\�,VVXHV�DQG�2SWLRQV��IRUWKFRPLQJ��,/2��*HQHYD�
/HZLV��$UWKXU�:����������(FRQRPLF�'HYHORSPHQW�ZLWK�8QOLPLWHG�6XSSOLHV�RI�/DERU��7KH�0DQFKHVWHU�6FKRRO��0D\�
0HDG��-DPHV���������)XOO�(PSOR\PHQW�5HJDLQHG"��&DPEULGJH�
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0LQLVWU\�RI�(FRQRP\�DQG�,QWHUQDWLRQDO�&RRSHUDWLRQ���������(J\SW�(FRQRPLF�3URILOH��&DLUR��S���0RKLHOGLQ��0DKPRXG���������³6WUDWHJ\�RI�(FRQRPLF�*URZWK�LQ�(J\SW�´�D�GLVFXVVLRQ�SDSHU��&DLUR�8QLYHUVLW\��'HFHPEHU��S���
6DFKV��-HIIHU\���������$FKLHYLQJ�5DSLG�*URZWK��7KH�5RDG�$KHDG�IRU�(J\SW��7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��'LVWLQJXLVKHG�/HFWXUH�6HULHV����&DLUR��S����
6DLG��5XVKGL���������$O�0XVVDZDU�����-DQXDU\�����-DQXDU\�DQG���)HEUXDU\��
81'3�DQG�81(6&2���������5HYLHZ�DQG�$VVHVVPHQW�RI�5HIRUP�RI�%DVLF�(GXFDWLRQ�LQ�(J\SW��766��5HSRUW��VXEPLWWHG�WR�WKH�RI�(GXFDWLRQ�����'HFHPEHU������
81'3�������� +XPDQ�'HYHORSPHQW�5HSRUW�������1HZ�<RUN�
:RUOG�%DQN��(J\SW��,VVXHV�LQ�6XVWDLQLQJ�(FRQRPLF�*URZWK��S����
:RUOG�%DQN���������3ULYDWH�6HFWRU�'HYHORSPHQW�LQ�(J\SW��$QQH[�$��S�����DQG�$QQH[�%��7DEOH�����
:RUOG�%DQN���������7KH�(DVW�$VLDQ�0LUDFOH��(FRQRPLF�*URZWK�DQG�3XEOLF�3ROLF\��1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV�:RUOG�%DQN���������:LOO�$UDE�:RUNHUV�3URVSHU�RU�%H�/HIW�2XW�LQ�WKH���VW�&HQWXU\"��:DVKLQJWRQ��$XJXVW��S��:RUOG�(FRQRPLF�)RUXP���������7KH�*OREDO�&RPSHWLWLYHQHVV�5HSRUW��������*HQHYD�
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2WKHU�(&(6�3XEOLFDWLRQV
7LWOH $XWKRU�V�:RUNLQJ�3DSHU�6HULHV:3� :KLFK�,QVWLWXWLRQV�&RQVWUDLQ�(FRQRPLF�*URZWK�LQ�(J\SW�WKH�0RVW" $KPHG�*DODO:3� %LJ�6SHQGLQJ��6PDOO�5HWXUQV��7KH�3DUDGR[�RI�+XPDQ�5HVRXUFH� 1HPDW�6KDILN'HYHORSPHQW�LQ�WKH�0LGGOH�(DVW:3� (J\SW�DQG�WKH�3DUWQHUVKLS�$JUHHPHQW�ZLWK�WKH�(8� $KPHG�*DODO�7KH�5RDG�WR�0D[LPXP�%HQHILWV %HUQDUG�+RHNPDQ�DYDLODEOH�LQ�(QJOLVK�DQG�$UDELF�:3� (FRQRPLF�,QFHQWLYHV�WR�3URPRWH�WKH�$EDWHPHQW�RI�1LOH�3ROOXWLRQ 5DRXI�)��.KRX]DP:3� ,QFHQWLYHV�IRU�(FRQRPLF�,QWHJUDWLRQ�LQ�WKH�0LGGOH�(DVW $KPHG�*DODO:3� 3UHIHUHQWLDO�7UDGLQJ�$UUDQJHPHQWV��7KH�7UDGLWLRQDO�DQG�WKH�1HZ 5REHUW�/DZUHQFH:3� *URZWK��WKH�0DJKUHE��DQG�WKH�(XURSHDQ�8QLRQ -RKQ�0��3DJH��-U�-RKQ�8QGHUZRRG:3� 6DYLQJV�DQG�3ULYDWL]DWLRQ $KPHG�*DODO:3� 7KH�(J\SW�(8�3DUWQHUVKLS�$JUHHPHQW�DQG�/LEHUDOL]DWLRQ�RI�6HUYLFHV 0DKPRXG�0RKLHOGLQ:3�� 7RZDUGV�D�)UHH�7UDGH�$JUHHPHQW�ZLWK�WKH�(XURSHDQ�8QLRQ�� 6LPHRQ�'MDQNRY,VVXHV�DQG�3ROLF\�2SWLRQV�IRU�(J\SW %HUQDUG�+RHNPDQ:3�� 7KH�(J\SW�(8�3DUWQHUVKLS�$JUHHPHQW�DQG�WKH�(J\SWLDQ $UYLQG�6XEUDPDQLDQ3KDUPDFHXWLFDO�6HFWRU 0RVWDID�$EG�(O�/DWLI:3�� *OREDOL]DWLRQ��(8�3DUWQHUVKLS��DQG�,QFRPH�'LVWULEXWLRQ�LQ�(J\SW ,VKDF�'LZDQ:3�� ,PSURYLQJ�(J\SW¶V�(FRQRPLF�3HUIRUPDQFH��7KH�([WHQW�RI�WKH /HH�%HQKDP0DUNHW�LV�/LPLWHG�%\�WKH�&RVWV�RI�([FKDQJH:3��� *OREDOL]DWLRQ�DQG�WKH�$UDE�(FRQRPLHV�� 0RKDPHG�$��(O�(ULDQ)URP�0DUJLQDOL]DWLRQ�WR�LQWHJUDWLRQ:3���� (IIHFWV�RI�WKH�(J\SW� (8�SDUWQHUVKLS�$JUHHPHQW� 5DFKD�$EGHO�+DNLPRQ�WKH�7H[WLOH�,QGXVWU\��LQ�$UDELF�:3�� 3RWHQWLDO�,PSDFW�RI�D�)UHH�7UDGH�$JUHHPHQW +DQDD�.KHLU�(O�'LQZLWK�WKH�(8�RQ�(J\SWLDQ�7H[WLOH�,QGXVWU\ +RGD�(O�6D\HG:3�� ,VODPLF�)LQDQFH�LQ�(J\SW 0DKPRXG�0RKLHOGLQ:3�� 7KH�(J\SWLDQ�6WDELOL]DWLRQ�([SHULHQFH��$Q�$QDO\WLFDO�5HWURVSHFWLYH $UYLQG�6XEUDPDQLDQ
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:3�� (J\SW¶V�(FRQRPLF�5HIRUP�DQG�6WUXFWXUDO�$GMXVWPHQW .DULPD�.RUD\HP
:3��� &URVV�FRXQWU\�&RPSDULVRQ��&RQVWUXFWLRQ�RI�WKH� +DOD�)DUHV&RQVXPHU�3ULFH�,QGH[��&3,�
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7LWOH $XWKRU�V�'LVWLQJXLVKHG�/HFWXUH�6HULHV'/6� /HVVRQV�)URP�WKH�0H[LFDQ�&ULVLV�IRU�5HIRUPLQJ�(FRQRPLHV (OLDQD�&DUGRVR�DYDLODEOH�LQ�(QJOLVK�DQG�$UDELF�'/6� &KLOH¶V�6XFFHVV�6WRU\ +HUQDQ�%�FKL'/6� $FKLHYLQJ�5DSLG�*URZWK���7KH�5RDG�$KHDG�IRU�(J\SW -HIIUH\�6DFKV�DYDLODEOH�LQ�(QJOLVK�DQG�$UDELF�'/6� $�0LGGOH�(DVWHUQ�0LUDFOH"�'HYHORSPHQW�3ROLF\�/HVVRQV -RKQ�0��3DJH��-U�)URP�(DVW�$VLD'/6� 7KH�/HJDO�)UDPHZRUN�IRU�(FRQRPLF�5HIRUP�LQ�(J\SW ,EUDKLP�6KLKDWD�LQ�$UDELF�'/6� 7KH�,PSRUWDQFH�RI�WKH�)LQDQFLDO�6\VWHP�IRU�'HYHORSPHQW� *HUDUG�&DSULR��-U�,PSOLFDWLRQV�IRU�(J\SW 6WLMQ�&ODHVVHQV'/6� ,QHTXDOLW\�DQG�+XPDQ�&DSLWDO�$FFXPXODWLRQ�LQ�/DWLQ�$PHULFD 1DQF\�%LUGVDOO�:LWK�6RPH�/HVVRQV�IRU�(J\SW� -XDQ�/XLV�/RQGRòR
'/6� 7KH�,QWHUQDWLRQDO�'LPHQVLRQ�RI�5HJXODWRU\�5HIRUP�� 5RJHU�1ROOZLWK�$SSOLFDWLRQV�WR�(J\SW
'/6� 7UDGH�3ROLFLHV�IRU�5DSLG�'HYHORSPHQW $QQH�.UXHJHU%RRNV%.� 5HJLRQDO�3DUWQHUV�LQ�*OREDO�0DUNHWV��/LPLWV�DQG�3RVVLELOLWLHV� $KPHG�*DODORI�WKH�(XUR�0HG�$JUHHPHQW %HUQDUG�+RHNPDQ��HGV�

)RU�LQIRUPDWLRQ�DERXW�WKH�&HQWHU��LWV�DFWLYLWLHV�DQG�LWV�SXEOLFDWLRQV�FRQWDFW�WKH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV�
(GLWRU&DWKDULQH�%XIDOLQR
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