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7KH�$UDE�FRXQWULHV�VSHQG�PRUH�SXEOLF�UHVRXUFHV�RQ�HGXFDWLRQ�WKDQ�DQ\�UHJLRQ�LQ�WKH�ZRUOG��EXW� WKH� RXWFRPH� LQ� WHUPV� RI� KXPDQ� UHVRXUFH� GHYHORSPHQW� LV� RQH� RI� WKH�SRRUHVW�� HVSHFLDO O\�UHODWLYH� WR� WKHLU� LQFRPH� OHYHO��7KLV� SDSHU� H[SORUHV� IRXU� SRVVLEOH� K\SRWKHVHV� WR� H[SODLQ� WKLV�SDUDGR[�� � �L�� VRFLDO� LQGLFDWRUV� LQ� WKH� RLO� H[SRUWHUV� DUH� FDWFKLQJ� XS� ZLWK� VKDUS� LQFUHDVHV� LQ�ZHDOWK����LL��VSHQGLQJ�LQ�WKH�VRFLDO�VHFWRUV�LV�LQHIILFLHQW����LLL� PDUNHW�GLVWRUWLRQV�GR�QRW�UHZDUG�DSSURSULDWH� KXPDQ�FDSLWDO� DFFXPXODWLRQ�� � DQG� �LY��XQGHULQYHVWPHQW� LQ� IHPDOHV�KDV� ORZHUHG�UHWXUQV�WR�VRFLDO�H[SHQGLWXUHV�

md���~�;�]�[��gSUx�T����� �ifJ�����O��L��~��U���T������U�W����x[�T���w�Y�Wix�T ¿�g�T����[�~�;�]�[��gSUx�T�������ifJ�����O��L��~��U���T������U�W����x[�T���w�Y�Wix�T�¿�g�T����[gx���Y�inW�T�giT���T�Y���[gx���Y�inW�T�giT���T�Y���[ ¿fg�T���[l����O�Vl��U��ThO�YpUf��iU�r��T�Th���~�gST�x�T�¿�L����;TgcT�¿fg�T���[l����O�Vl��U��ThO�YpUf��iU�r��T�Th���~�gST�x�T�¿�L����;TgcT��� Y�rx��T��h��i�l�[��Y��Uc���~�ZU�ri~�vWiL�Y�i��T��h��i[f[�Y�rx��T��h��i�l�[��Y��Uc���~�ZU�ri~�vWiL�Y�i��T��h��i[f[����~�Y�wU�[`�T�ZTinN��T��L »�����T�Y�ri��T�~�Y�wU�[`�T�ZTinN��T��L�»�����T�Y�ri��T X�i]�T��~�Xi�W��T�ZTgU�j�T��c�[�¿�i[W���Xigp��T�iUs��TX�i]�T��~�Xi�W��T�ZTgU�j�T��c�[�¿�i[W���Xigp��T�iUs��TZU�gf�T�ZUwUs����w��U���T��L�»�Y��U]�T�Y�ri��T �ZU�gf�T�ZUwUs����w��U���T��L�»�Y��U]�T�Y�ri��T����w��inW�T�¿U��T�kLi��~���Ti[�UW�b�l[�� ��l�T�ZU��n[��L�»�Y]�U]�T�Y�ri��T��XIU���T��gxW�j��[��Y�wU�[`�T��w��inW�T�¿U��T�kLi��~���Ti[�UW�b�l[�� ��l�T�ZU��n[��L�»�Y]�U]�T�Y�ri��T��XIU���T��gxW�j��[��Y�wU�[`�T�wU�[`�T�gSUx�T�qU�f�O���O��gN��ZTiU�][l�T����\U��T�V�p��Y�Kr��L�»�YxWTi�T�Y�ri��T��V��s��T��c��T�wU�[`�T�gSUx�T�qU�f�O���O��gN��ZTiU�][l�T����\U��T�V�p��Y�Kr��L�»�YxWTi�T�Y�ri��T��V��s��T��c��T��
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���7KH�3DUDGR[$OWKRXJK�WKH�$UDE�FRXQWULHV�VSHQG�PRUH�SXEOLF�UHVRXUFHV�RQ�HGXFDWLRQ�WKDQ�DQ\�UHJLRQ�LQ�WKH�ZRUOG��WKH�RXWFRPH�LQ�WHUPV�RI�KXPDQ�UHVRXUFH�GHYHORSPHQW�LV�RQH�RI�WKH�SRRUHVW��HVSHFLDOO\�UHODWLYH�WR�WKHLU�LQFRPH�OHYHO��,Q�������WKH�$UDE�FRXQWULHV�VSHQW�����SHUFHQW�RI�*'3�RQ�HGXFDWLRQ��ZKLOH�LQGXVWULDO�FRXQWULHV�VSHQW�����SHUFHQW��DQG�WKH�GHYHORSLQJ�FRXQWU\�DYHUDJH�ZDV�����SHUFHQW��$PRQJ�WKH�$UDE�FRXQWULHV��WKH�ELJJHVW�VSHQGHUV�DUH�.XZDLW��6DXGL�$UDELD��7XQLVLD��-RUGDQ��(J\SW��0RURFFR��6LPLODUO\�KLJK�OHYHOV�RI�H[SHQGLWXUH�RQ�KHDOWK�KDYH�DOVR�JHQHUDWHG�ORZ�VRFLDO�UHWXUQV��DQG�WKH�H[SHFWHG�JDLQV�LQ�ODERU�SURGXFWLYLW\�IURP�VXFK�VRFLDO�LQYHVWPHQWV�KDYH�IDLOHG�WR�PDWHULDOL]H��:KDW�DUH�WKH�H[SODQDWLRQV�IRU�WKLV�SDUDGR["7KLV�SDSHU�VXUYH\V�WKH�VW\OL]HG�IDFWV�RI�KXPDQ�UHVRXUFH�GHYHORSPHQW�LQ�WKH�0LGGOH�(DVW�DQG�WKHQ�H[SORUHV�IRXU�SRVVLEOH�H[SODQDWLRQV�IRU�WKH�DSSDUHQW�SDUDGR[�EHWZHHQ�SXEOLF�H[SHQGLWXUH�DQG�KXPDQ�UHVRXUFH�SHUIRUPDQFH��,V�WKH�SUREOHP�RQH�RI�LQDSSURSULDWH�PDFURHFRQRPLF�SROLFLHV�WKDW�WKZDUW�WKH�HIILFLHQW�XVH�RI�KXPDQ�FDSLWDO"�$UH�VRFLDO�LQGLFDWRUV�LQ�FRXQWULHV�RI�WKH�UHJLRQ�VLPSO\�FDWFKLQJ�XS�ZLWK�LQFRPHV�WKDW�URVH�UHODWLYHO\�UDSLGO\��HVSHFLDOO\�LQ�WKH�RLO�HFRQRPLHV"�+DYH�WKHVH�FRXQWULHV�PDGH�EDG�LQYHVWPHQW�GHFLVLRQV�LQ�WKH�KXPDQ�UHVRXUFH�VHFWRU"�$QG�WR�ZKDW�H[WHQW�KDV�WKH�UHODWLYH�QHJOHFW�RI�IHPDOH�HGXFDWLRQ�UHGXFHG�WKH�VRFLDO�UHWXUQV�WR�SXEOLF�VSHQGLQJ"�7KH�ILQDO�VHFWLRQ�RI�WKH�SDSHU�GUDZV�VRPH�SUHOLPLQDU\�FRQFOXVLRQV�DQG�LGHQWLILHV�DUHDV�RI�IXWXUH�UHVHDUFK�
���7KH�6W\OL]HG�)DFWV�LQ�WKH�0LGGOH�(DVW7KHUH�LV�JURZLQJ�FRQVHQVXV�DERXW�WKH�SRVLWLYH�OLQNDJHV�EHWZHHQ�KHDOWK�DQG�HGXFDWLRQDO�VHUYLFHV�WR�D�YDULHW\�RI�LQGLFDWRUV�RI�KXPDQ�GHYHORSPHQW�� ,Q�SDUWLFXODU��LQYHVWPHQWV�LQ�HGXFDWLRQ�DUH�DVVRFLDWHG�ZLWK�LPSURYHPHQWV�LQ�KHDOWK��VLQFH�QXWULWLRQDO�NQRZOHGJH�LPSURYHV�DQG�WKH�XVH�RI�KHDOWK�VHUYLFHV�LQFUHDVHV���IHUWLOLW\��DV�DJH�RI�ILUVW�PDUULDJH�ULVHV��GHVLUHG�IDPLO\�VL]H�IDOOV�DQG�WKH�DELOLW\�WR�UHJXODWH�IHUWLOLW\�LV�HQKDQFHG���SURGXFWLYLW\��DV�KXPDQ�FDSLWDO�LV�DFFXPXODWHG�DQG�UHVXOWV�LQ�KLJKHU�ZDJHV�DQG�H[WHUQDOLWLHV�IRU�RWKHU�ZRUNHUV���DQG�FLWL]HQVKLS��DV�HGXFDWLRQ�VRFLDOL]HV�FKLOGUHQ�IRU�WKHLU�UROHV�LQ�VRFLHW\���6LPLODUO\��LQYHVWPHQWV�LQ�KHDOWK�DUH�DVVRFLDWHG�ZLWK�LPSURYHPHQWV�LQ�IHUWLOLW\��DV�FKLOG�VXUYLYDO�LQFUHDVHV��DQG�SURGXFWLYLW\��ZLWK�UHGXFWLRQV�LQ�ZRUN�GD\V�ORVW�GXH�WR�LOOQHVV���$OWKRXJK�WKHVH��YLUWXRXV�FLUFOH��HIIHFWV�DUH�
� 6HH�5��&DVVHQ����������+XPDQ�5HVRXUFHV�LQ�(FRQRPLF�'HYHORSPHQW��3DVW�DQG�)XWXUH���,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV�6LOYHU�-XELOHH�3DSHU����8QLYHUVLW\�RI�6XVVH[��(QJODQG���1��%LUGVDOO����������*RYHUQPHQW��3RSXODWLRQ�DQG�3RYHUW\��$�:LQ�:LQ�7DOH���LQ�5��&DVVHQ�HW�DO� 3RSXODWLRQ�DQG�'HYHORSPHQW��2OG�'HEDWHV��1HZ�&RQFOXVLRQV��:DVKLQJWRQ��'�&���2YHUVHDV�'HYHORSPHQW�&RXQFLO�
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LPSRUWDQW��EDVLF�HGXFDWLRQ�LV�WKH�SRLQW�RI�HQWU\�IRU�DQ\�KXPDQ�UHVRXUFHV�VWUDWHJ\��VLQFH�LW�LV�WKH�VRXUFH�RI�WKH�PRVW�LPSRUWDQW�H[WHUQDOLWLHV�IRU�KHDOWK��IHUWLOLW\�GHFOLQH��KLJKHU�SURGXFWLYLW\��DQG�JUHDWHU�VRFLDO�UHWXUQV�WR�RWKHU�LQYHVWPHQWV�VXFK�DV�IDPLO\�SODQQLQJ� �7KH�SUHGRPLQDQW�FKDUDFWHULVWLF�RI�KXPDQ�UHVRXUFH�GHYHORSPHQW�LQ�WKH�0LGGOH�(DVW�LV�WKDW�RI�VLJQLILFDQW�LPSURYHPHQWV�RYHU�WLPH��EXW�SRRU�SHUIRUPDQFH�UHODWLYH�WR�SRWHQWLDO��1RW�RQO\�KDYH�WKH�HGXFDWLRQDO�RXWFRPHV��LQ�WHUPV�RI�FRPSOHWLRQ�UDWHV�DQG�OLWHUDF\��IDLOHG�WR�PDWHULDOL]H��EXW�QHLWKHU�KDYH�PDQ\�RI�WKH�H[WHUQDOLWLHV�DVVRFLDWHG�ZLWK�VXFK�KLJK�OHYHOV�RI�HGXFDWLRQDO�H[SHQGLWXUH�EHHQ�UHDOL]HG��3URJUHVV�RYHU�WLPH�DQG�UHODWLYH�WR�SHU�FDSLWD�LQFRPH�IRU�D�YDULHW\�RI�KXPDQ�GHYHORSPHQW�LQGLFDWRUV�LV�FRQVLGHUHG�LQ�WXUQ�
���/LIH�([SHFWDQF\)RU�PDQ\�0LGGOH�(DVWHUQ�FRXQWULHV��OLIH�H[SHFWDQF\�KDV�LQFUHDVHG�GUDPDWLFDOO\�GXULQJ�WKH�SDVW����\HDUV��2Q�DYHUDJH��D�0LGGOH�(DVWHUQ�FKLOG�ERUQ�LQ�O����FRXOG�H[SHFW�WR�OLYH����\HDUV�ORQJHU�WKDQ�KLV�SDUHQWV��/LIH�H[SHFWDQF\�YDULHV�ZLGHO\�DFURVV�FRXQWULHV��KRZHYHU��UDQJLQJ�IURP�D�ORZ�RI����\HDUV�IRU�D�<HPHQL�PDOH�WR�D�KLJK�RI����\HDUV�IRU�D�.XZDLWL�IHPDOH��WDEOH�����2YHUDOO��WKH�UHJLRQ�DGGHG����\HDUV�WR�IHPDOH�OLIH�H[SHFWDQF\�DQG����\HDUV�WR�PDOH�OLIH�H[SHFWDQF\�EHWZHHQ����������ZKLFK�ZDV�VXEVWDQWLDO�FRPSDUHG�WR�$IULFD��DQG�WR�/DWLQ�$PHULFD��ZKHUH�OLIH�H[SHFWDQF\�ZDV�DOUHDG\�KLJK�LQ�O������EXW�ZDV�EHORZ�WKH����\HDU�JDLQV�DFKLHYHG�LQ�(DVW�DQG�6RXWK�$VLD��/DUJH�LQFUHDVHV�LQ�OLIH�H[SHFWDQF\�ZHUH�HVSHFLDOO\�LPSRUWDQW�LQ�WKH�RLO�HFRQRPLHV�RYHU�WKLV�SHULRG��ZLWK�JDLQV�RI����\HDUV�LQ�2PDQ�����\HDUV�LQ�6DXGL�$UDELD��DQG����\HDUV�LQ�WKH�8$(�DQG�$OJHULD�'HVSLWH�WKLV�LPSURYHPHQW��OLIH�H[SHFWDQF\ UHPDLQV�ORZ�UHODWLYH�WR�WKH�UHJLRQ
V�LQFRPH��)LJXUH���GHSLFWV�WKH�UHODWLRQVKLS�EHWZHHQ�OLIH�H[SHFWDQF\�DQG�SHU�FDSLWD�LQFRPH�LQ�GHYHORSLQJ�FRXQWULHV�DQG�KLJKOLJKWV�WKH�SRVLWLRQ�RI�0LGGOH�(DVW�1RUWK�$IULFDQ��0(1$��FRXQWULHV��$OPRVW�DOO�FRXQWULHV�LQ�WKH�UHJLRQ��DQG�SDUWLFXODUO\�WKH�RLO�HFRQRPLHV��6DXGL�$UDELD��2PDQ��,UDQ�DQG�$OJHULD���GR�UHODWLYHO\�SRRUO\�RQ�OLIH�H[SHFWDQF\��&RXQWULHV�WKDW�DUH�QRUPDOO\�FRQVLGHUHG��KLJK�SHUIRUPHUV��LQ�WKH�UHJLRQ��VXFK�DV�7XQLVLD�DQG�-RUGDQ��DUH�RQO\�DYHUDJH�E\�LQWHUQDWLRQDO�VWDQGDUGV�

� 5��&DVVHQ��������RS�FLW�
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���,QIDQW�0RUWDOLW\,PSURYHPHQWV�LQ�LQIDQW�PRUWDOLW\�LQ�WKH�UHJLRQ�KDYH�EHHQ�GUDPDWLF��PRUH�WKDQ�KDOYLQJ�RYHU�WKH�ODVW����\HDUV��IURP�����GHDWKV�SHU������OLYH�ELUWKV�LQ�O����WR����SHU������LQ�O������5HODWLYH�WR�RWKHU�UHJLRQV��0(1$�FRXQWULHV�DFKLHYHG�WKH�VKDUSHVW�GHFOLQH�LQ�LQIDQW�PRUWDOLW\��SDUWLFXODUO\�LQ�WKH�RLO�HFRQRPLHV��WDEOH�����1HYHUWKHOHVV��WKH�RLO�HFRQRPLHV�FRQWLQXH�WR�KDYH�UDWHV�RI�LQIDQW�PRUWDOLW\�ZHOO�DERYH�WKH�DYHUDJH�IRU�WKHLU�SHU�FDSLWD�LQFRPH�OHYHO��ILJXUH�����RYHU�KDOI�WKH�FRXQWULHV�LQ�WKH�UHJLRQ�KDYH�LQIDQW�PRUWDOLW\�UDWHV�RYHU����SHU������OLYH�ELUWKV��7KH�VLWXDWLRQ�LV�SDUWLFXODUO\�VHYHUH�LQ�WKH�ORZHVW�LQFRPH�FRXQWULHV�LQ�WKH�UHJLRQ��ZKHUH�LQIDQW�PRUWDOLW\�LV�DV�KLJK�DV�����LQ�6XGDQ�DQG�����LQ�$IJKDQLVWDQ�
���)HUWLOLW\3RSXODWLRQ�JURZWK�LQ�WKH�UHJLRQ�LV�DPRQJ�WKH�KLJKHVW�LQ�WKH�ZRUOG��VXSHUVHGHG�RQO\�E\�WKDW�LQ�6XE�6DKDUDQ�$IULFD��&UXGH�ELUWK�UDWHV�KDYH�GHFOLQHG�LQ�HYHU\�FRXQWU\�LQ�WKH�UHJLRQ��H[FHSW�<HPHQ���UHVXOWLQJ�LQ�D�UHJLRQDO�DYHUDJH�GHFOLQH�RI������SHUFHQW��6LPXOWDQHRXVO\��FUXGH�GHDWK�UDWHV�KDYH�GHFOLQHG�GUDPDWLFDOO\�E\�DQ�DYHUDJH�RI����SHUFHQW��WKLV�GLIIHUHQFH�LQ�WKH�UDWHV�RI�GHFOLQH�RI�ELUWKV�DQG�GHDWKV�KDV�EHHQ�WKH�GULYLQJ�IRUFH�EHKLQG�DFFHOHUDWLQJ�SRSXODWLRQ�JURZWK�LQ�WKH�UHJLRQ��)RU�H[DPSOH��LQ�2PDQ��WKH����SHUFHQW�GHFOLQH�LQ�FUXGH�ELUWK�UDWHV�ZDV�RYHUVKDGRZHG�E\�WKH����SHUFHQW�GHFOLQH�LQ�FUXGH�GHDWK�UDWHV��UHVXOWLQJ�LQ�DQ�LQFUHDVH�LQ�SRSXODWLRQ�JURZWK�IURP�����SHUFHQW�LQ�O�������WR�����SHUFHQW�LQ�O��������WDEOH�����7KXV�WKH�NH\�WR�WKH�SRSXODWLRQ�SUREOHP�LV�WKH�VORZ�GHFOLQH�LQ�WRWDO�IHUWLOLW\��ZKLFK��DW�����SHUFHQW��LV�H[WUHPHO\�KLJK��$V�ZLWK�RWKHU�VRFLDO�LQGLFDWRUV��0(1$�FRXQWULHV�GR�SRRUO\�UHODWLYH�WR�WKHLU�SHU�FDSLWD�LQFRPHV��ILJXUH�����)HUWLOLW\�LQ�DOO�KLJK�LQFRPH�0(1$�FRXQWULHV�LV�DW�OHDVW�WZLFH�WKH�DYHUDJH�IRU�DOO�KLJK�LQFRPH�FRXQWULHV��DQG�IRU�PLGGOH�LQFRPH�FRXQWULHV��RQO\�/HEDQRQ��7XQLVLD��DQG�7XUNH\�HYHQ�FRPH�FORVH�WR�WKH�DYHUDJH�RI�����
���3ULPDU\�DQG�6HFRQGDU\�(QUROOPHQW3ULPDU\�HQUROOPHQW�KDV�LPSURYHG�PDUNHGO\�IURP����SHUFHQW�LQ�O����WR�RYHU����SHUFHQW�LQ�������EXW�WKHUH�DUH�LPSRUWDQW�GLIIHUHQFHV�DW�WKH�FRXQWU\�OHYHO��2YHUDOO��SULPDU\�HQUROOPHQW�LQ�0(1$�LV����SHUFHQW��EXW�WKHUH�DUH�VRPH�LPSRUWDQW�H[FHSWLRQV��6DXGL�$UDELD��RQO\����SHUFHQW���<HPHQ�����SHUFHQW���DQG�0RURFFR�����SHUFHQW���6\ULD��7XQLVLD��7XUNH\� ,UDQ��8$(��.XZDLW��%DKUDLQ��DQG�4DWDU�KDYH�DOO�DFKLHYHG�XQLYHUVDO�SULPDU\�HGXFDWLRQ��WDEOH�����5HODWLYH�WR�SHU�FDSLWD�LQFRPHV��WKLV�VDPH�SDWWHUQ�H[LVWV��ILJXUH�����$OWKRXJK�IHPDOH�HQUROOPHQW�KDV�
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GRXEOHG�VLQFH�������IURP����SHUFHQW�WR����SHUFHQW���WKH�JHQGHU�JDS�LQ�0(1$�UHPDLQV�ODUJH��HVSHFLDOO\�UHODWLYH�WR�(DVW�$VLD�DQG�/DWLQ�$PHULFD��5HODWLYH�WR�SHU�FDSLWD�LQFRPHV��6DXGL�$UDELD��2PDQ��0RURFFR�DQG�$OJHULD�KDYH�GRQH�WKH�ZRUVW�LQ�WHUPV�RI�IHPDOH�HQUROOPHQW��ZKLOH�7XQLVLD�DQG�7XUNH\��ERWK�FRXQWULHV�ZKHUH�WKHUH�ZDV�D�KLJK�OHYHO�FRPPLWPHQW�WR�HGXFDWLQJ�JLUOV��KDYH�GRQH�H[FHSWLRQDOO\�ZHOO��ILJXUH�����7KH�SDWWHUQ�IRU�VHFRQGDU\�HQUROOPHQW�LV�VLPLODU�WR�WKDW�IRU�SULPDU\�HGXFDWLRQ��ZLWK�D�WULSOLQJ�RI�HQUROOPHQW�UDWHV�RYHU����\HDUV��EXW�D�ODJ�UHODWLYH�WR�FRXQWULHV�DW�VLPLODU�OHYHOV�RI�LQFRPH��WDEOH���DQG�ILJXUH����
���/LWHUDF\/LWHUDF\�OHYHOV�DPRQJ�DGXOWV�KDYH�LPSURYHG�IURP����SHUFHQW�LQ�O����WR����SHUFHQW�LQ�������ZLWK�SDUWLFXODU�SURJUHVV�PDGH�LQ�WKH�RLO�H[SRUWLQJ�FRXQWULHV��WDEOH�����'HVSLWH�WKLV��WKHUH�DUH�RQO\�D�IHZ�FRXQWULHV��4DWDU��/HEDQRQ��-RUGDQ��7XUNH\��,VUDHO��ZKHUH�PRUH�WKDQ�WKUHH�TXDUWHUV�RI�DGXOWV�FDQ�UHDG�DQG�ZULWH��,OOLWHUDF\�LV�SULPDULO\�FRQFHQWUDWHG�DPRQJ�ZRPHQ��,Q�PRVW�FRXQWULHV�LQ�WKH�UHJLRQ��WKH�PDMRULW\�RI�ZRPHQ�FDQQRW�UHDG�RU�ZULWH��DQG�LQ�DOO�FRXQWULHV�LQ�WKH�UHJLRQ�IHPDOH�OLWHUDF\�UDWHV�DUH�EHORZ�DYHUDJH�IRU�WKHLU�OHYHO�RI�SHU�FDSLWD�LQFRPH��ILJXUH�����7KH�SUREOHP�LV�SDUWLFXODUO\�VHYHUH�LQ�WKH�SRRUHU�FRXQWULHV�LQ�WKH�UHJLRQ��DOWKRXJK�HYHQ�LQ�KLJK�LQFRPH�FRXQWULHV�OLNH�6DXGL�$UDELD��OLWHUDF\�UDWHV�DUH�ORZ�
���([SHQGLWXUH�RQ�+XPDQ�5HVRXUFHV7KH�VW\OL]HG�IDFWV�VXUYH\HG�DERYH�UHYHDO�WKDW�WKHUH�DUH�VLJQLILFDQW�LQDGHTXDFLHV�LQ�KXPDQ�UHVRXUFH�GHYHORSPHQW�LQ�WKH�0(1$�UHJLRQ��,V�LW�D�IXQFWLRQ�RI�LQVXIILFLHQW�UHVRXUFHV�GHYRWHG�WR�EXLOGLQJ�KXPDQ�FDSLWDO�RU�LV�LW�RQH�RI�GLVWRUWHG�LQFHQWLYHV"�7DEOH���SURYLGHV�GDWD�RQ�SXEOLF�H[SHQGLWXUHV�RQ�HGXFDWLRQ�DQG�KHDOWK�LQ�WKH�0(1$�FRXQWULHV��$V�PHQWLRQHG�SUHYLRXVO\��DJJUHJDWH�HGXFDWLRQ�H[SHQGLWXUHV�DV�D�VKDUH�RI�*'3�DUH�JUHDWHU�LQ�WKH�0(1$�UHJLRQ�WKDQ�LQ�DQ\�RWKHU�UHJLRQ�RI�WKH�ZRUOG��LQFOXGLQJ�WKH�LQGXVWULDO�FRXQWULHV���2LO�HFRQRPLHV�VXFK�DV�/LE\D�DQG�6DXGL�$UDELD�VSHQG�RYHU����SHUFHQW�RI�*'3�RQ�HGXFDWLRQ��ZKLOH�FRXQWULHV�VXFK�DV�0RURFFR��7XUNH\��6\ULD��DQG�WKH�8$(�VSHQG�OHVV�WKDQ���SHUFHQW�RI�*'3��+HDOWK�H[SHQGLWXUHV�WRR�DUH�UHODWLYHO\�KLJK��H[FHHGHG�RQO\�E\�WKRVH�LQ�/DWLQ�$PHULFD���HVSHFLDOO\�LQ�FRXQWULHV�VXFK�DV�6DXGL�$UDELD��/LE\D��.XZDLW�DQG�-RUGDQ�,Q�JHQHUDO��DOORFDWLRQV�GHYRWHG�WR�HGXFDWLRQ�DQG�KHDOWK�KDYH�LQFUHDVHG�EHWZHHQ�O��������)RU�H[DPSOH��6DXGL�$UDELD�LQFUHDVHG�SXEOLF�VSHQGLQJ�RQ�HGXFDWLRQ�WKUHHIROG�DQG�RQ�KHDOWK�DOPRVW�VHYHQIROG��/LE\D�IROORZHG�D�VLPLODU�SDWWHUQ��ZKLOH�FRXQWULHV�VXFK�DV�-RUGDQ��(J\SW��
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�� 7XUNH\

6RXUFH� $XWKRU¶V�UHJUHVVLRQ�HVWLPDWHV�EDVHG�RQ :RUOG�%DQN�GDWD�
7XQLVLD��DQG�$OJHULD�DOVR�H[SHULHQFHG�LQFUHDVHG�DOORFDWLRQV�WR�KHDOWK�DQG�HGXFDWLRQ��8QIRUWXQDWHO\��GDWD�RQ�SULYDWH�H[SHQGLWXUHV�RQ�HGXFDWLRQ�DQG�KHDOWK�DUH�QRW�UHDGLO\�DYDLODEOH��DOWKRXJK�WKH\�ZRXOG�SURYLGH�D�PRUH�FRPSUHKHQVLYH�YLHZ�RQ�WRWDO�UHVRXUFHV�GHYRWHG�WR�KXPDQ�FDSLWDO�IRUPDWLRQ�&OHDUO\��DW�DQ�DJJUHJDWH�OHYHO��WKH�SUREOHP�RI�KXPDQ�UHVRXUFH�GHYHORSPHQW�LQ�WKH�UHJLRQ�LV�QRW�RQH�RI�LQVXIILFLHQW�UHVRXUFHV��7KXV��DQ\�DQDO\VLV�RI�ZK\�KXPDQ�UHVRXUFH�GHYHORSPHQW�KDV�EHHQ�SRRU�LQ�WKH�UHJLRQ�PXVW�FRQVLGHU�WKH�LQFHQWLYH�UHJLPH��LQVWLWXWLRQDO�LVVXHV��DQG�XUEDQ��FODVV�DQG�JHQGHU�ELDVHV�WKDW�UHVXOW�LQ�SRRU�VHUYLFH�GHOLYHU\��7KHUH�LV�SDUWLFXODU�XUJHQF\�EHFDXVH�RYHU�WKH�QH[W�TXDUWHU�FHQWXU\��WKH�QXPEHU�RI�SHRSOH�EHORZ�WKH�DJH�RI�ILIWHHQ�ZLOO�GRXEOH²PHDQLQJ�PRUH�SUHVVXUH�RQ�HGXFDWLRQDO�V\VWHPV��KHDOWK�H[SHQGLWXUHV��DQG�ODERU�PDUNHWV�WR�FUHDWH�MREV��7R�GDWH��WKH�UHVSRQVH�LQ�PRVW�FRXQWULHV�WR�WKHVH�SUHVVXUHV�WR�LQFUHDVH�WKH�FDSDFLW\�RI�WKH�VRFLDO�VHFWRUV�KDV�EHHQ�WR�DFFRPPRGDWH�LQFUHDVHG�TXDQWLW\�ZL WK�UHGXFHG�TXDOLW\��:KDW�DUH�WKH�UHDVRQV�ZK\�UHVRXUFHV�DUH�EHLQJ�ZDVWHG�LQ�WKLV�VHFWRU�VR�FUXFLDO�IRU�WKH�HFRQRPLF�GHYHORSPHQW�RI�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD"
���)RXU�+\SRWKHVHV�WR�([SODLQ�WKH�3DUDGR[&DWFKLQJ�8S� 7R�VRPH�H[WHQW��WKH�SRRU�SHUIRUPDQFH RQ�VRFLDO�LQGLFDWRUV��HVSHFLDOO\�LQ�WKH�RLO�HFRQRPLHV��UHIOHFWV�WKH�IDFW�WKDW�KXPDQ�FDSLWDO�DFFXPXODWLRQ�LV�VWLOO�FDWFKLQJ�XS�ZLWK�VKDUS�LQFUHDVHV�LQ�ZHDOWK��7KLV�SDUWO\�H[SODLQV�ZK\�WKH�RLO�HFRQRPLHV�FRQVLVWHQWO\�XQGHUSHUIRUP�UHODWLYH�WR�WKHLU�SHU�FDSLWD�LQFRPH�OHYHOV�LQ�WKH�ILJXUHV�DERYH��7KH��FDWFKLQJ�XS��H[SODQDWLRQ�
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LV�DOVR�FRQVLVWHQW�ZLWK�WKH�IDFW�WKDW�LOOLWHUDF\�LV�ODUJHO\�D�SUREOHP�RI�DGXOW�LOOLWHUDF\��SDUWLFXODUO\�DPRQJ�ZRPHQ��,Q�VHYHUDO�RI�WKH�RLO�HFRQRPLHV�ZLWK�KLJK�UDWHV�RI�LOOLWHUDF\��WKHUH�LV XQLYHUVDO�SULPDU\�HQUROOPHQW��LPSO\LQJ�WKDW�ZKLOH�WKHUH�UHPDLQV�D��VWRFN��RI�LOOLWHUDWH�DGXOWV��WKH�IXWXUH��IORZ��RI�VWXGHQWV�LV�OLNHO\�WR�EH�OLWHUDWH�+RZHYHU��WKHUH�DUH�WZR�UHDVRQV�ZK\�WKH��FDWFKLQJ�XS��DUJXPHQW�LV�XQVDWLVIDFWRU\��)LUVW��WKH�PDMRU�RLO�SURGXFHUV�KDG�UHODWLYHO\�KLJK�LQFRPHV�HYHQ�EHIRUH�WKH�RLO�ERRP�RI�WKH�O���V��ZKLFK�GLG�OLWWOH�WR�FKDQJH�WKHLU�LQFRPH�UDQN�DPRQJ�GHYHORSLQJ�FRXQWULHV� � 6HFRQG��FRQVLGHUDEOH�WLPH�KDV�HODSVHG��ZKLOH�RWKHU�FRXQWULHV�KDYH�DFKLHYHG��EUHDNWKURXJKV��LQ�UDSLG�LPSURYHPHQW�LQ�VRFLDO�LQGLFDWRUV�DW�D�SDFH�WKDW�H[FHHGV�WKDW�LQ�WKH�RLO�HFRQRPLHV��6R�ZKLOH��FDWFKLQJ�XS��LV�SDUW�RI�WKH�VWRU\��LW�LV�E\�QR�PHDQV�D�FRPSOHWH�H[SODQDWLRQ�6SHQGLQJ�%DGO\��$V�LQ�PDQ\�FRXQWULHV��WKHUH�LV�OLWWOH�UHODWLRQ�EHWZHHQ�SXEOLF�VSHQGLQJ�RQ�HGXFDWLRQ�DQG�FRYHUDJH�LQ�WKH�0(1$�UHJLRQ��LPSO\LQJ�WKDW�WKHUH�DUH�VXEVWDQWLDO�LQHIILFLHQFLHV�LQ�GHOLYHU\�V\VWHPV��HVSHFLDOO\�LQ�VRPH�RI�WKH�SRRUHVW�FRXQWULHV��7KHUH�DUH�VWURQJ�ELDVHV�LQ�IDYRU�RI�WHUWLDU\�HGXFDWLRQ��DQG�DJDLQVW�VHUYLFH�GHOLYHU\�LQ�UXUDO�DUHDV�DQG�DJDLQVW�IHPDOHV��%HFDXVH�EDVLF�HGXFDWLRQ�LV�WKH�FUXFLDO�SRLQW�RI�HQWU\�IRU�DQ\�KXPDQ�UHVRXUFH�VWUDWHJ\��WKH�IRFXV�ZLOO�EH�RQ�WKH�FRPSRVLWLRQ�RI�VSHQGLQJ�LQ�WKH�HGXFDWLRQ�VHFWRU��DOWKRXJK�D�VLPLODU�DQDO\VLV�IRU�WKH�KHDOWK�VHFWRU�LQ�0(1$�FRXQWULHV�ZRXOG�EH�KHOSIXO��7KH�GDWD�IRU�HGXFDWLRQDO�H[SHQGLWXUHV�DYDLODEOH�IURP�WKH�81(6&2�GDWDEDVH�DUH�SUHVHQWHG�LQ�WDEOH���IRU�GLIIHUHQW�OHYHOV�RI�HGXFDWLRQ��7KH�GLVDJJUHJDWLRQ�RI�H[SHQGLWXUH�LQGLFDWHV�WKDW�SULPDU\�DQG�VHFRQGDU\�VFKRROV�JHW�YHU\�VLPLODU�EXGJHWDU\�DOORFDWLRQV��GHVSLWH�WKH�PXFK�ORZHU�HQUROOPHQW�UDWHV�LQ�VHFRQGDU\�VFKRRO��7KH�FRPSRVLWLRQ�RI�JRYHUQPHQW�VSHQGLQJ�LV��OLNH�LQ�PRVW�FRXQWULHV��GRPLQDWHG�E\�ZDJHV��HVSHFLDOO\�DW�WKH�SULPDU\�OHYHO��:KLOH�LW�LV�YHU\�GLIILFXOW�WR�PHDVXUH�WKH�HIILFLHQF\�RI�HGXFDWLRQ�VSHQGLQJ��VHH�/RFNHHG�DQG�+DQXVKHN������IRU�D�GLVFXVVLRQ���WKH�SUHOLPLQDU\�HYLGHQFH�IURP�0(1$�FRXQWULHV�LQGLFDWHV�WKDW�WKHUH�PD\�EH�VXEVWDQWLDO�LQHIILFLHQFLHV�WKDW�PHULW�IXUWKHU�DQDO\VLV�7KH�GLIIHUHQFHV�LQ�VRFLDO�UDWHV�RI�UHWXUQ�WR�GLIIHUHQW�W\SHV�RI�HGXFDWLRQ�LQYHVWPHQWV�DOVR�UHIOHFW�GLIIHUHQFHV�LQ�FRVWV��7KH�FDOFXODWLRQV�RI�H[SHQGLWXUH�SHU�VWXGHQW�LQ�WDEOH���DUH�HYHQ�PRUH�UHYHDOLQJ��ZLWK�VHFRQGDU\�VFKRRO�FRVWLQJ�DERXW�WZLFH�DV�PXFK�DV�SULPDU\�VFKRRO�SHU�
VWXGHQW��ZKLOH�WHUWLDU\�HGXFDWLRQ�ZDV�EHWZHHQ ����LQ�0RURFFR��DQG����WLPHV��LQ�$OJHULD��WKH�FRVW�SHU�SXSLO�LQ�SULPDU\�VFKRRO��7KHUH�LV�DOVR�FRQVLGHUDEOH�YDULDWLRQ�LQ�XQLW�FRVWV�RI�SULPDU\�
� &DOGZHOO��������
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HGXFDWLRQ�DPRQJ�FRXQWULHV�LQ�WKH�UHJLRQ��VHH�WDEOH�����:KLOH�DOO�FRXQWULHV�QHHG�D�FDGUH�RI�KLJKO\�HGXFDWHG�SHRSOH��HGXFDWLQJ�WKHP�DEURDG�LV�RIWHQ�PRUH�FRVW�HIIHFWLYH�WKDQ�FRYHULQJ�WKH�IL[HG�FRVWV�RI�KDYLQJ�KLJKHU�HGXFDWLRQ�IDFLOLWLHV�DW�KRPH�6LJQLILFDQW�XUEDQ�DQG�FODVV�ELDVHV�LQ�DFFHVV�WR�HGXFDWLRQ�DUH�HYLGHQW�LQ�PRVW�FRXQWULHV�LQ�WKH�UHJLRQ��)RU�H[DPSOH��LQ�0RURFFR��HQUROOPHQW�UDWHV�YDU\�VXEVWDQWLDOO\�E\�FODVV�DQG�E\�XUEDQ�RU�UXUDO�UHVLGHQFH��&KLOGUHQ�IURP�WKH�XSSHU�LQFRPH�JURXS�DUH�WZLFH�DV�OLNHO\�WR�EH�HQUROOHG�DV�FKLOGUHQ�IURP�ORZ�LQFRPH�IDPLOLHV��7KH�HQUROOPHQW�UDWH�LV����SHUFHQW�LQ�XUEDQ�DUHDV�DV�FRPSDUHG�WR����SHUFHQW�LQ�UXUDO�DUHDV��UXUDO�ER\V�����SHUFHQW��RXWQXPEHU�UXUDO�JLUOV�����SHUFHQW���&RPSOHWLRQ�UDWHV�IRU�UXUDO�SULPDU\�VFKRRO�VWXGHQWV�LV����SHUFHQW�DV�FRPSDUHG�WR����SHUFHQW�IRU�XUEDQ�VWXGHQWV��LQ�UXUDO�DUHDV�LW�LV����SHUFHQW�IRU�ER\V�DQG����SHUFHQW�IR U�JLUOV��2SSRUWXQLWLHV�IRU�SULYDWH�SURYLVLRQ�RI�HGXFDWLRQ�IRU�WKH�EHWWHU�RII��ZKLFK�HQDEOH�PRUH�SXEOLF�H[SHQGLWXUH�RQ�WKH�WUXO\�QHHG\��DUH�QRW�EHLQJ�H[SORLWHG��*RYHUQPHQWV�LQ�WKH�UHJLRQ�KDYH�EHHQ�VORZ�WR�SOD\�D�FDWDO\WLF�UROH�LQ�WKH�HGXFDWLRQ�VHFWRU�E\�GLVVHPLQDWLQJ�LQIRUPDWLRQ�DERXW�SULYDWH�SURYLGHU�SHUIRUPDQFH��VHWWLQJ�XS�D�WUDQVSDUHQW�UHJXODWRU\�IUDPHZRUN�IRU�SULYDWH�VHFWRU�DFWLYLW\��DQG�FUHDWLQJ�VWXGHQW�ILQDQFH�DQG�LQVXUDQFH�VFKHPHV�:KLOH�PRVW�FRXQWULHV�LQ�0(1$�KDYH�VR�IDU�IDLOHG�DW�UHDOORFDWLQJ�SXEO LF�UHVRXUFHV�DZD\�IURP�KLJKHU�HGXFDWLRQ�LQ�IDYRU�RI�WKH�SRRU��VRPH�FRXQWULHV�KDYH�EHHQ�PRUH�VXFFHVVIXO�DW�GHDOLQJ�ZLWK�D�SROLWLFDOO\�GLIILFXOW�UHIRUP��%HWZHHQ������DQG�O�����WKH�VKDUH�RI�UHFXUUHQW�KLJKHU�HGXFDWLRQ�FRVWV�IXQGHG�IURP�WXLWLRQ�FKDUJHV�URVH�IURP����SHUFHQW�WR����SHUFHQW�LQ�.RUHD��IURP�]HUR�WR����SHUFHQW�LQ�9LHWQDP��IURP����SHUFHQW�WR����SHUFHQW�LQ�0H[LFR��DQG�IURP���SHUFHQW�WR����SHUFHQW�LQ�&RVWD�5LFD�� :KHQ�FRPELQHG�ZLWK�WDUJHWHG�VFKRODUVKLSV�DQG�ORDQ�SURJUDPV��JUHDWHU�FRVW�UHFRYHU\�LQ�KLJKHU�HGXFDWLRQ�QHHG�QRW�GLVFULPLQDWH�DJDLQVW�WKH�SRRU��,Q�-RUGDQ��VSHQGLQJ�RQ�SULPDU\�DQG�VHFRQGDU\�HGXFDWLRQ�KDV�JUDGXDOO\�LQFUHDVHG�ZKLOH�WUDQVIHUV�WR�XQLYHUVLWLHV�KDYH�GHFOLQHG�VXEVWDQWLDOO\�DV�WKHUH�KDV�EHHQ�JUHDWHU�UHOLDQFH�RQ�WXLWLRQ�FKDUJHV��GRQDWLRQV�DQG�RWKHU�QRQJRYHUQPHQWDO�VRXUFHV�RI�ILQDQFH��7KHUH�DUH�VLPLODUO\�LPSRUWDQW�OHVVRQV�IURP�RWKHU�SDUWV�RI�WKH�ZRUOG�DERXW�WKH�W\SHV�RI�SROLFLHV�WKDW�UHVXOW�LQ��EUHDNWKURXJKV��RQ�VRFLDO�GHYHORSPHQW��,Q�SODFHV�OLNH�6UL�/DQND��.HUDOD�DQG�&RVWD�5LFD��WKH�PRVW�UDSLG�JDLQV�LQ�UHGXFLQJ�PRUWDOLW\�FRXOG�EH�DWWULEXWHG�WR������WKH�SURYLVLRQ�RI�KHDOWK�VHUYLFHV�ZKLFK�ZHUH�ZLGHO\�DYDLODEOH�DQG�HIILFLHQW��HVSHFLDOO\�DURXQG�WKH�
� .KDQGHUNHU�HW�DO��������FLWHG�LQ�&KRZGXU\��������� :RUOG�%DQN��������� :RUOG�%DQN��������
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WLPH�RI�ELUWK��SURYLGLQJ�LPPXQL]DWLRQ�DQG�QXWULWLRQDO�IORRUV�WKURXJK�VXEVLGL]HG�DQG�VXSSOHPHQWDU\ IRRG��ZLWK�D�SDUWLFXODU�IRFXV�RQ�ZRPHQ�DQG�FKLOGUHQ��DQG�����HGXFDWLRQ�ZKLFK�FUHDWHG�GHPDQG�IRU�KHDOWK�VHUYLFHV�DQG�WDXJKW�SDUHQWV�DERXW�QXWULWLRQ��K\JLHQH�DQG�WUHDWPHQW�GXULQJ�LOOQHVV�0DUNHW�'LVWRUWLRQV�WKDW�GR�QRW�5HZDUG�$SSURSULDWH�+XPDQ�&DSLWDO�$FFXPXODWLRQ� 3HUKDSV�WKH�PRVW�LPSRUWDQW�H[SODQDWLRQ�IRU�WKH�SDUDGR[�LQ�KXPDQ�UHVRXUFH�GHYHORSPHQW�LQ�0(1$�FRXQWULHV�DUH�WKH�H[WHQVLYH�GLVWRUWLRQV�ZKLFK�FUHDWH�LQFHQWLYHV�IRU�WKH�ZURQJ�NLQGV�RI�VHUYLFH�GHOLYHU\��UHGXFH�WKH�VRFLDO�UHWXUQV�WR�LQYHVWPHQWV�LQ�KXPDQ FDSLWDO��DQG�XQGHUPLQH�WKH�H[WHUQDOLWLHV�DVVRFLDWHG�ZLWK�WKH�DFFXPXODWLRQ�RI�VNLOOV��0LGGOH�(DVWHUQ�HFRQRPLHV�GR�QRW�SURGXFH�HQRXJK�MREV�IRU�VNLOOHG�SHRSOH�EHFDXVH�WKH\�DUH�KLJKO\�SURWHFWHG��DQG�WKHUHIRUH�WHQG�WR�SURGXFH�ORZ�VNLOO�MREV�SURGXFLQJ�UHODWLYHO\�VLPSOH�SURGXFWV�LQ�SURWHFWHG�VHFWRUV��DQG�FUHDWH�LQFHQWLYHV�WKDW�IDYRU�FDSLWDO�RYHU�ODERU��VXFK�DV�LQWHUHVW�UDWH�VXEVLGLHV��UHVWULFWLYH�ODERU�SUDFWLFHV��KLJK�SD\UROO�WD[HV��HWF����7KLV�LV�HYLGHQW�IURP�WKH�FKDUDFWHULVWLFV�RI�WKH�XQHPSOR\HG�LQ�WKH�UHJLRQ��XQHPSOR\PHQW�UDWHV�DUH�IDU�KLJKHU�IRU�XQLYHUVLW\��VHFRQGDU\�DQG�LQWHUPHGLDWH�VFKRRO�JUDGXDWHV�WKDQ�IRU�WKRVH�ZLWK�RQO\�SULPDU\�HGXFDWLRQ��0RUHRYHU��WKH�JRYHUQPHQW
V�SHUYDVLYH�UROH�LQ�ODERU�PDUNHWV�KDV�FRQWULEXWHG�WR�VXEVWDQWLDO�GLVWRUWLRQV��3XEOLF�VHFWRU HPSOR\PHQW�LQ�$UDE�FRXQWULHV�DOZD\V�H[FHHGV����SHUFHQW�RI�WKH�ODERU�IRUFH��DQG�UHDFKHV����SHUFHQW�LQ�(J\SW�����SHUFHQW�LQ�-RUGDQ�����SHUFHQW�LQ�%DKUDLQ�����SHUFHQW�LQ�6DXGL�$UDELD�����SHUFHQW�LQ�$OJHULD��DQG����SHUFHQW�LQ�.XZDLW� � 7KH�UROH�RI�JRYHUQPHQW�LV�GLUHFW��E\�SURYLGLQJ�MREV��DQG�LQGLUHFW��E\�DIIHFWLQJ�H[SHFWDWLRQV�DERXW�ZDJHV��EHQHILWV��DQG�FRQGLWLRQV�RI�HPSOR\PHQW�WKURXJKRXW�WKH�ODERU�PDUNHW���*LYHQ�JRYHUQPHQW
V�LPSRUWDQW�UROH�LQ�ODERU�PDUNHWV��LW�LV�QRW�VXUSULVLQJ�WKDW�DQ�DYHUDJH�RI����SHUFHQW�R I�WKH�XQHPSOR\HG�LQ�WKH�UHJLRQ�DUH�ILUVW�WLPH�MRE�VHHNHUV��PDQ\�RI�ZKRP�DUH�ZDLWLQJ�IRU�HPSOR\PHQW�LQ�WKH�JRYHUQPHQW�RQ�SXEOLF�VHFWRU�WHUPV��XQOLNHO\�WR�H[LVW�LQ�WKH�SULYDWH�VHFWRU���1HJOHFWLQJ�:RPHQ��,QYHVWPHQWV�LQ�IHPDOH�HGXFDWLRQ�KDYH�HQRUPRXV�SULYDWH�DQG�VRFLDO�SD\RIIV��7KH�EHVW�FRUUHODWH�RI�ERWK�LQIDQW�PRUWDOLW\�DQG�OLIH�H[SHFWDQF\�LQ����GHYHORSLQJ�

� 6KDEDQ��$VVDDG��DQG�$O�4XGVL��������� 6KDEDQ��$VVDDG���$O�4XGVL��������� 6KDEDQ��$VVDDG��DQG�$O�4XGVL��������
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FRXQWULHV�LV�WKH������IHPDOH�SULPDU\�HQUROOPHQW�UDWH��� 2QH�DGGLWLRQDO�\HDU�RI�HGXFDWLRQ�UHGXFHV�IHPDOH�IHUWLOLW\�E\������SHUFHQW��:RPHQ�ZLWK�SULPDU\�HGXFDWLRQ�PDUU\�����\HDUV�ODWHU�WKDQ�WKRVH�ZLWK�QR�HGXFDWLRQ��UHVXOWLQJ�LQ�D�WHQGHQF\�IRU�VPDOOHU�IDPLOLHV��:RPHQ�ZLWK�SULPDU\�HGXFDWLRQ�DUH�������WLPHV�PRUH�OLNHO\�WR�SUDFWLFH�IDPLO\�SODQQLQJ��$Q�DGGLWLRQDO�\HDU�RI�VFKRROLQJ�IRU������ZRPHQ�ZLOO�SUHYHQW�WZR�PDWHUQDO�GHDWKV��$QG�WKH�HFRQRPLF�UHWXUQV��LQ�WHUPV�RI�DJHV��WR�HGXFDWLRQ�DUH�KLJK²3VDFKDURSRORXV�HVWLPDWHV�WKDW�RYHUDOO�UHWXUQV�WR�HGXFDWLRQ�IRU�ZRPHQ�LV������SHUFHQW�ZKLOH�WKDW�IRU�PHQ�LV������SHUFHQW��7KH�UHWXUQV�WR�VHFRQGDU\�HGXFDWLRQ�DUH�SDUWLFXODUO\�KLJK���*LYHQ�WKLV�LQWHUQDWLRQDO�HYLGHQFH��WKH�0(1$�UHJLRQ
V�SRRU�SHUIRUPDQFH�RQ�VRFLDO�LQGLFDWRUV�PXVW�SDUWO\�EH�DWWULEXWHG�WR�WKH�ORZ�OHYHOV�RI�IHPDOH�HGXFDWLRQ��:KDW�DUH�WKH�UHDVRQV�EHKLQG�VXFK�ORZ�HQUROOPHQW�RI�JLUOV�LQ�VFKRRO"�2Q�WKH�VXSSO\�VLGH��WKHUH�LV�VRPHWLPHV�UDWLRQLQJ�RI�SODFHV��ORQJ�GLVWDQFHV�WR�EH�WUDYHOHG��DQG�ULJLG�KRXUV�ZKLFK�GR�QRW�DFFRPPRGDWH�JLUOV
�RWKHU�KRXVHKROG�UHVSRQVLELOLWLHV��2Q�WKH�GHPDQG�VLGH��LQFUHDVLQJ�ODERU�PDUNHW�RSSRUWXQLWLHV�IRU�ZRPHQ�LQFUHDVH�WKH�SULYDWH�UHWXUQV�WR�HGXFDWLQJ�JLUOV��ZKLFK�ZRXOG�WHQG�WR�LQFUHDVH�IHPDOH�HQUROOPHQW��$OVR��EHWWHU�FKLOGFDUH�RSWLRQV�DQG�LPSURYHG�FKLOG�KHDOWK��IRU�\RXQJHU�VLEOLQJV��ZRXOG�UHGXFH�WKH�RSSRUWXQLW\�FRVW�RI�ROGHU�JLUOV
�WLPH�DW�KRPH��7KHUH�LV�QRZ�VXIILFLHQW�LQWHUQDWLRQDO�H[SHULHQFH��LQFOXGLQJ�LQ�WKH�0LGGOH�(DVW��RQ�DOOHYLDWLQJ�WKH�EDUULHUV�WR�IHPDOH�HGXFDWLRQ��IRU�H[DPSOH��WKURXJK�VFKRODUVKLSV�IRU�JLUOV��FUHDWLQJ�VLQJOH�VH[�VFKRROV��DQG�KLULQJ�PRUH�IHPDOH�WHDFKHUV��IRU�SURJUHVV�WR�EH�UDSLG�ZKHUH�JRYHUQPHQWV�DUH�FRPPLWWHG�WR�FKDQJH���,Q�DGGLWLRQ�WR�IHPDOH�HGXFDWLRQ��&DOGZHOO��������KDV�DUJXHG�WKDW��IHPDOH�DXWRQRP\��LV�WKH�NH\�WR�UDSLG�JDLQV�LQ�KXPDQ�GHYHORSPHQW��:K\�LV��IHPDOH�DXWRQRP\��VR�LPSRUWDQW"�:KHQ�JLUOV�DUH�PRUH�OLNHO\�WR�VWD\�LQ�VFKRRO�DQG�KDYH�UROHV�RXWVLGH�WKH�KRXVHKROG��PRWKHUV DUH�PRUH�OLNHO\�WR�WDNH�DFWLRQ�DERXW�VLFN�FKLOGUHQ��WUDYHO�WR�KHDOWK�FHQWHUV��ZDLW�LQ�TXHXHV�RI�PL[HG�VH[��DUJXH�ZLWK�PDOH�SK\VLFLDQV�LQ�WKH�LQWHUHVWV�RI�WKHLU�FKLOGUHQ��DQG�IROORZ�XS�DGHTXDWHO\�RQ�WUHDWPHQW��0RUHRYHU��ZLWK�LQFUHDVHG�DXWRQRP\��ZRPHQ�FDQ�WUHDW�WKHLU�GDXJKWHUV�PRUH�HTXLWDEO\�LQ�WHUPV�RI�IHHGLQJ��PHGLFDO�VHUYLFHV�DQG�VFKRROLQJ��
&RQFOXVLRQV
�� &DOGZHOO���������S�������� (VWLPDWHV�ZHUH�DV�IROORZV��IRU�SULPDU\�VFKRRO���PHQ����������ZRPHQ����������IRU�VHFRQGDU\�VFKRRO���PHQ����������ZRPHQ����������IRU�KLJKHU�HGXFDWLRQ���PHQ����������ZRPHQ�����������3VDFKDURSRORXV��*����������³5HWXUQV�WR�,QYHVWPHQWLQ�(GXFDWLRQ���$�*OREDO�8SGDWH´���:RUNLQJ�3DSHU ������:RUOG�%DQN��:DVKLQJWRQ��'�&��� 6HH�&KRZGXU\��������IRU�D�GLVFXVVLRQ�RI�WKH�EDUULHUV�WR�IHPDOH�HGXFDWLRQ�DQG�KRZ�YDULRXV�SURMHFWV�KDYH�DGGUHVVHG�WKHP�
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3RSXODWLRQ�JURZWK�PHDQV�WKDW�SUHVVXUHV�RQ�VRFLDO�VHFWRUV�ZLOO�LQFUHDVH²WKH�SHUFHQW�RI�WKH�SRSXODWLRQ�LQ�0(1$�DJHG������LV�H[SHFWHG�WR�GHFUHDVH�IURP����SHUFHQW�WR����SHUFHQW�E\WKH�\HDU�������ZLWK�WRWDO�SRSXODWLRQ�LQFUHDVLQJ�IURP�����PLOOLRQ�WR�����PLOOLRQ�RYHU�WKH�VDPH�SHULRG��%XW�WKH�DFWXDO�QXPEHU�RI�SHRSOH�DJHG������ZLOO�DOPRVW�GRXEOH��IURP�����PLOOLRQ�WR�����PLOOLRQ���7KLV�ZLOO�PHDQ�JUHDWHU�SUHVVXUH�RQ�HGXFDWLRQDO�V\VWHPV��KHDOWK�H[SHQGLWXUHV��DQG�RQ�ODERU�PDUNHWV�WR�FUHDWH�MREV��7R�GDWH��WKH�UHVSRQVH�WR�WKHVH�SUHVVXUHV�WR�LQFUHDVH�WKH�FDSDFLW\�RI�WKH�VRFLDO�VHFWRUV�KDV�EHHQ�WR�UHGXFH�TXDOLW\��7KDW�RSWLRQ�LV�QRW�WHQDEOH�LQ�WKH�IXWXUH�LI�FRXQWULHV�LQ�WKH�0(1$�UHJLRQ�KRSH�WR�FRPSHWH�LQ�D�ZRUOG�PDUNHW�WKDW�LQFUHDVLQJO\�UHZDUGV�VNLOOV�DQG�NQRZOHGJH�7KH�FRQFOXVLRQV�IURP�WKH�DERYH�VXUYH\�RI�WKH�0(1$�H[SHULHQFH�DUH�ERWK�SRVLWLYH�DQG�QHJDWLYH��7KH�JRRG�QHZV�LV�WKDW�FRXQWULHV�LQ�WKH�UHJLRQ�KDYH�PDGH�FRQVLGHUDEOH DEVROXWH�SURJUHVV�LQ�KXPDQ�GHYHORSPHQW�LQ�UHFHQW�GHFDGHV��7KH�EDG�QHZV�LV�WKDW�WKHLU�SHUIRUPDQFH�UHODWLYH�WR�RWKHU�SDUWV�RI�WKH�ZRUOG�UHPDLQV�SRRU�DQG�VXEVWDQWLDO�JDSV�SHUVLVW��%UHDNWKURXJKV�DUH�SRVVLEOH��EDVHG�RQ�LQWHUQDWLRQDO�H[SHULHQFH��ZLWK�LQWHQVLYH�KHDOWK�DQG�HGXFDWLRQDO�SURJUDPV�WDUJHWLQJ�WKH�PRVW�QHHG\��%XW�EUHDNWKURXJKV�WDNH�FRQVLGHUDEOH�HIIRUW��DQG�JRYHUQPHQWV�KDYH�WR�EH�ZLOOLQJ�WR�FRPPLW�PDVVLYH�UHVRXUFHV�WR�GHSULYHG�JURXSV��7KH�JRRG�QHZV�LV�WKDW�WKH�LVVXH�LV�QRW�QHFHVVDULO\�RQH�RI�PRUH�PRQH\²IRU�H[DPSOH��LW�ZRXOG�WDNH�OHVV�WKDQ�����SHUFHQW�RI�*'3�WR�FORVH�WKH�JHQGHU�JDS�LQ�HGXFDWLRQ�LQ�0(1$�FRXQWULHV��+RZHYHU��WKH�EDG�QHZV�LV�WKDW�VSHQGLQJ�ZHOO�PD\�EH�PXFK�KDUGHU�WKDQ�VSHQGLQJ�PRUH��VLQFH�LPSURYLQJ�VSHQGLQJ�LPSOLHV�WDNLQJ�SULYLOHJHV�DZD\�IURP�DGYDQWDJHG�JURXSV�ZKR�KDYH�EHQHILWHG�IURP�WKH�LQHIILFLHQW�VSHQGLQJ�RI�WKH�SDVW�7KLV�VXUYH\�RI�WKH�LVVXHV�DOVR�KLJKOLJKWV�D�QXPEHU�RI�DUHDV�ZKHUH�IXUWKHU�UHVHDUFK�LV�QHHGHG��:H�QHHG�EHWWHU�PHDVXUHV�RI�WKH�HIILFLHQF\�RI�VRFLDO�VSHQGLQJ�DQG�EHWWHU�GDWD�RQ�WKHODERU�SURGXFWLYLW\�JDLQV�WKDW�UHVXOW�IURP�VXFK�H[SHQGLWXUH��7KH�LQVWLWXWLRQDO�REVWDFOHV�WKDW�WKZDUW�UHVSRQVLYH�GHOLYHU\�V\VWHPV�LQ�WKH�VRFLDO�VHFWRUV�QHHG�WR�EH�EHWWHU�XQGHUVWRRG��,V�LW�WKDW�SXEOLF�LQVWLWXWLRQV�LQ�WKH�VRFLDO�VHFWRUV�KDYH�EHHQ�FDSWXUHG�E\�LQWHUHVW�JURXSV��GRFWRUV��WHDFKHUV��HWF���RU�UHSODFHG�EHFDXVH�RI�WKHLU�LQHIIHFWLYHQHVV��E\�WKH�SULYDWH�VHFWRU�RU�UHOLJLRXV�RUJDQL]DWLRQV��RU�WKDW�WKHUH�DUH�RWKHU�UHDVRQV�ZK\�WKH\�DUH�RXW�RI�V\QFK�ZLWK�ZKDW�WKH�PDUNHW�DQG�FRQVXPHUV�GHPDQG"�7KH�TXHVWLRQ�RI�KRZ�WR�LQFUHDVH�IHPDOH�HQUROOPHQW�KDV�EHHQ�ZHOO�VWXGLHG²EXW�ZK\�DUH�WKH�OHVVRQV�IURP�WKDW�ZRUN�QRW�\HW�LPSOHPHQWHG�LQ�0(1$�FRXQWULHV"�,W�VHHPV�WKDW�PDQ\�RI�WKH�DQVZHUV�WR�WKH�SDUDGR[�RI�KXPDQ�UHVRXUFH�GHYHORSPHQW�LQ�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD�OLH�LQ�IXUWKHU�ZRUN�WKDW�PDUULHV�KXPDQ�UHVRXUFH�HFRQRPLFV�ZLWK�DUHDV�VXFK�DV�LQVWLWXWLRQDO�HFRQRPLFV��SXEOLF�FKRLFH��UHQW�VHHNLQJ�DQG�SROLWLFDO�HFRQRP\�WUDGH�RIIV�
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5HIHUHQFHV
%HKUPDQ��-�����������,QYHVWLQJ�LQ�)HPDOH�(GXFDWLRQ�IRU�'HYHORSPHQW���:RPHQ�LQ�'HYHORSPHQW�6WUDWHJ\�IRU�WKH�����V�LQ�$VLD�DQG�WKH�1HDU�(DVW����5HVHDUFK�0HPRUDQGXP�QR�������&HQWHU�IRU�'HYHORSPHQW�(FRQRPLFV��:LOOLDPV�&ROOHJH��0DVVDFKXVHWWV��0D\�
&DOGZHOO��-�����������5RXWHV�WR�/RZ�0RUWDOLW\�LQ�3RRU�&RXQWULHV���3RSXODWLRQ�DQG�'HYHORSPHQW�5HYLHZ��YROXPH�����QR�����-XQH�
&DVVHQ��5��HW�DO���������3RSXODWLRQ�DQG�'HYHORSPHQW���2OG�'HEDWHV��1HZ�&RQFOXVLRQV��:DVKLQJWRQ��'�&���2YHUVHDV�'HYHORSPHQW�&RXQFLO�
&DVVHQ��5�����������+XPDQ�5HVRXUFHV�LQ�(FRQRPLF�'HYHORSPHQW���3DVW�DQG�)XWXUH���,QVWLWXW HRI�'HYHORSPHQW�6WXGLHV�6LOYHU�-XELOHH�3DSHU����8QLYHUVLW\�RI�6XVVH[��(QJODQG�
&KRZGKXU\��.�����������:RPHQ
V�(GXFDWLRQ��%DUULHUV�DQG�6ROXWLRQV���EDFNJURXQG�SDSHU�IRU�6SHFLDO�6WXG\�RQ�*HQGHU�DQG�'HYHORSPHQW��:RUOG�%DQN��1RYHPEHU�
-DODQ��-��DQG�.�6XEEDUDR����������*HQGHU�'LVSDULW\�LQ�+XPDQ�5HVRXUFH�'HYHORSPHQW��&URVV�&RXQWU\�3DWWHUQV���(GXFDWLRQ�DQG�6RFLDO�3ROLF\�'HSDUWPHQW�'LVFXVVLRQ�3DSHU�6HULHV��QR������$SULO�
.OLWJDDUG��5�����������%HJLQQLQJ�DW�WKH�(QG��$Q�$SSURDFK�WR�,QVWLWXWLRQDO�5HIRUP�LQ�+ LJKHU�(GXFDWLRQ���,5,6�:RUNLQJ�3DSHU�QR�������8QLYHUVLW\�RI�0DU\ODQG��-XQH�
/RNKHHG��0��DQG�(��+DQXVKHN����������&RQFHSWV�RI�(GXFDWLRQDO�(IILFLHQF\�DQG�(IIHFWLYHQHVV���+XPDQ�5HVRXUFHV�'HYHORSPHQW�DQG�2SHUDWLRQV�3ROLF\�:RUNLQJ�3DSHUV��QR������0DUFK�
2EHUPH\HU��&�����������,VODP��:RPHQ��DQG�3ROLWLFV��7KH�'HPRJUDSK\�RI�$UDE�&RXQWULHV���3RSXODWLRQ�DQG�'HYHORSPHQW�5HYLHZ��YROXPH�����QR�����0DUFK�
6DGLN��1�����������0XVOLP�:RPHQ�7RGD\���3RSXOL��YROXPH�����QR����
6KDEDQ��5���5��$VVDDG��6��$O�4XGVL����������(PSOR\PHQW�([SHULHQFH�LQ�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD���SDSHU�QR��������(FRQRPLF�5HVHDUFK�)RUXP�:RUNLQJ�3DSHU�6HULHV��
:RUOG�%DQN����������-RUGDQ�3RYHUW\�$VVHVVPHQW��3XEOLF�([SHQGLWXUHV�RQ�(GXFDWLRQ���-XQH�
:RUOG�%DQN����������$GYDQFLQJ�6RFLDO 'HYHORSPHQW���(GXFDWLRQ�DQG�6RFLDO�3ROLF\�'HSDUWPHQW��:RUOG�%DQN��:DVKLQJWRQ��1RYHPEHU�
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