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����,QWURGXFWLRQ3ULRU�WR�������(J\SW¶V�HFRQRP\�VXIIHUHG�IURP�PDFUR�LPEDODQFHV��UHIOHFWHG�LQ�JURZLQJ�GHILFLWV�LQ�WKH�EDODQFH�RI�SD\PHQWV�DQG�JRYHUQPHQW�EXGJHW��DQG�KLJK�LQIODWLRQ�LQ�WKH�ODWH�����V�DQG�HDUO\���V��7KHVH�ZHUH�DFFRPSDQLHG�E\�UDSLG�HFRQRPLF�JURZWK��DYHUDJLQJ������DQQXDOO\�IURP�WKH�PLG���V�WR�WKH�PLG���V��GXH�PDLQO\�WR�IRUHLJQ�LQYHVWPHQW��,Q�WKH�VHFRQG�KDOI�RI�WKH���V��KRZHYHU��LQYHVWPHQW�DQG�*'3�JURZWK�GHFOLQHG��DFFXPXODWHG�GHEW�UHDFKHG�������ELOOLRQ�LQ�������DQG�WKH�EXUGHQ�RI�IRUHLJQ�GHEW�KDG�EHFRPH�XQZLHOG\�7KH�(J\SWLDQ�JRYHUQPHQW�VLJQHG�DQ�DJUHHPHQW�ZLWK�WKH�,0)�LQ������WR�VWDELOL]H�WKH�HFRQRP\��,Q������WKH�JRYHUQPHQW�VLJQHG�DJUHHPHQWV�ZLWK�WKH�,0)�DQG�WKH�:RUOG�%DQN�DLPHG�DW�UHFWLI\LQJ�WKH�PDFUR�LPEDODQFHV��7KHVH�DJUHHPHQWV��NQRZQ�DV�WKH�(FRQRPLF�5HIRUP�DQG�6WUXFWXUDO�$GMXVWPHQW�3URJUDP��(56$3��DQG�WKH�6WUXFWXUDO�$GMXVWPHQW�/RDQ��6$/���KDYH�FRPPRQ�SROLF\�PHDVXUHV�DQG�VWURQJ�FURVV�FRQGLWLRQDOLW\�� 7KH�REMHFWLYH�RI�WKLV�VWXG\�LV�WR�DVVHVV�WKH�HFRQRPLF�DQG�VRFLDO�LPSDFW�RI�(56$3�RQ�WKH�(J\SWLDQ�HFRQRP\��IRFXVLQJ�RQ�WKH���������SHULRG�,Q�DVVHVVLQJ�HFRQRPLF�UHIRUP�SURJUDPV��WKHUH�DUH�YDULRXV�DSSURDFKHV��WKH�LQWHUQDO�DSSURDFK��ZKLFK�H[DPLQHV�WKH�H[WHQW�RI�WDUJHW�DFKLHYHPHQW��WKH�EHIRUH�DIWHU�DSSURDFK��FRPSDULQJ�HFRQRPLF�SHUIRUPDQFH�EHIRUH�DQG�DIWHU�WKH�SURJUDP��DQG�WKH�FRXQWHUIDFWXDO�DSSURDFK��ZKLFK�FRPSDUHV�WKH�SURJUDP¶V�UHVXOWV�ZLWK�ZKDW�ZRXOG�KDYH�KDSSHQHG�LQ�LWV�DEVHQFH��7KH�EHIRUH�DIWHU�DSSURDFK²WKH�PRVW�FRPPRQO\�XVHG�PHWKRG²LV�XVHG�LQ�WKLV�VWXG\���3DUW�7ZR�EULHIO\�SUHVHQWV�WKH�PDLQ�IHDWXUHV�RI�(56$3��3DUW�7KUHH�DQG�3DUW�)RXU�DVVHVV�LWV�HFRQRPLF�DQG�VRFLDO�LPSDFWV�
����7KH�(FRQRPLF�5HIRUP�DQG�6WUXFWXUDO�$GMXVWPHQW�3URJUDP��(56$3��7KH�PDLQ�REMHFWLYHV�RI�(56$3�DUH�WR�HOLPLQDWH�LPEDODQFHV�DQG�GLVWRUWLRQV�LQ�(J\SW¶V�HFRQRP\�E\�WUDQVIRUPLQJ�LW�WR�D�PDUNHW�EDVHG�HFRQRP\��DQG�WR�UHVWRUH�WKH�FRXQWU\¶V�FUHGLWZRUWKLQHVV��7KH�SURJUDP�FRPSULVHV�UHIRUP�RI�WKH�SXEOLF�VHFWRU��LQYHVWPHQW�SROLFLHV��
� %HIRUH�(56$3��(J\SW�VLJQHG�WKUHH�VWDQG�E\�DUUDQJHPHQWV�ZLWK�WKH�,0)²LQ�������������DQG�������$OO�RI�WKHP�IROORZHG�WKH�VDPH�OLQH�RI�SROLF\�UHFRPPHQGDWLRQV��DGYRFDWLQJ�WR�GLIIHUHQW�GHJUHHV�WLJKW�ILVFDO�DQG�PRQHWDU\�SROLFLHV��DQG�OLEHUDO�H[FKDQJH�UDWH�DQG�WUDGH�SROLFLHV�DORQJ�QHR�FODVVLFDO�OLQHV��$OO�WKUHH�DJUHHPHQWV�ZHUH�GLVFRQWLQXHG�IRU�VRFLDO��SROLWLFDO��DQG�HFRQRPLF�UHDVRQV��� ,Q�MXVWLI\LQJ�WKLV�DSSURDFK��WZR�IDPLOLDU�FULWLFLVPV�VKRXOG�EH�DGGUHVVHG��7KH�ILUVW�LV�WKDW�LW�PD\�EH�SUHPDWXUH�WR�MXGJH�WKH�UHVXOWV�RI�(56$3��VLQFH�WKH�SURJUDP�KDV�EHHQ�WKURXJK�RQO\�WZR�SKDVHV��ZLWK�RQH�VWLOO�WR�IROORZ��7KH�VHFRQG�LV�WKDW�LW�PD\�EH�GLIILFXOW�WR�VHSDUDWH�WKH�HIIHFWV�RI�(56$3�IURP�HIIHFWV�RI�RWKHU�IDFWRUV�7KH�ILUVW�FULWLFLVP�LV�DGGUHVVHG�LQ�WKH�LQWURGXFWLRQ��ZKLOH�WKH�VHFRQG�FDOOV�IRU�FDUHIXO�DWWHQWLRQ�LQ�DWWULEXWLQJ�UHVXOWV���8QOHVV�RWKHUZLVH�VWDWHG���WKLV�SDUW�LV�EDVHG�RQ�WKH�$JUHHPHQWV
�'RFXPHQWV�RI�WKH�,0)���������WKH�:RUOG�%DQN������D���,0)���������DQG�*RYHUQPHQW�RI�(J\SW��������
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H[WHUQDO�SROLFLHV��SULFLQJ��PRQHWDU\�DQG�ILVFDO�UHIRUP�SROLFLHV��DQG�VRFLDO SROLFLHV��7KHVH�DUH�SUHVHQWHG�EULHIO\�EHORZ�3XEOLF�6HFWRU�5HIRUP���7KH�SXEOLF�VHFWRU�UHIRUP�KDV�WZR�REMHFWLYHV���D��7R�FKDQJH�WKH�LQVWLWXWLRQDO��OHJDO��DQG�ILQDQFLDO�HQYLURQPHQW�RI�SXEOLF�HQWHUSULVHV��UDLVH�WKHLU�HIILFLHQF\�DQG�LQFUHDVH�WKH�DXWRQRP\�RI�WKHLU�PDQDJHUV��ZKLOH�PDNLQJ�WKHP�VXEMHFW�WR�WKH�VDPH�UXOHV�DV�WKH�SULYDWH�VHFWRU��DQG��E��SULYDWL]DWLRQ�RI�SXEOLF�HQWHUSULVHV�LQ�WKH�FRPPRGLWLHV�DQG�ILQDQFLDO�VHFWRUV��ZLWK�WKH�H[FHSWLRQ�RI�µVWUDWHJLF¶�SXEOLF�HQWHUSULVHV�3ULFLQJ�3ROLFLHV���3ULFH�GHFRQWURO LQ�WKH�SXEOLF�VHFWRU�LV�HVVHQWLDO�WR�PRYH�WR�D�PDUNHW�EDVHG�HFRQRP\��'RPHVWLF�HQHUJ\�SULFHV�DUH�ORZHU�WKDQ�LQWHUQDWLRQDO�SULFHV�DQG�KDYH�EHHQ�KLJKO\�VXEVLGL]HG�IRU�WKH�ODVW�������\HDUV��$FFRUGLQJ�WR�(56$3��RLO�SULFHV�ZHUH�WR�EH�UDLVHG�DQQXDOO\�LQ�RUGHU�WR PDWFK�WKHLU�LQWHUQDWLRQDO�HTXLYDOHQW�E\�-XQH�������(OHFWULFLW\�SULFHV�ZHUH�WR�LQFUHDVH�DQQXDOO\�WR�UHDFK������RI�WKHLU�ORQJ�UXQ�PDUJLQDO�FRVW��DOVR�E\�-XQH�������6LQFH�WKH�PLG�����V�WKH�JRYHUQPHQW�KDV�WDNHQ�VWHSV�LQ�WKLV�GLUHFWLRQ��EXW�WKH�WDUJHWV�ZHUH�QRW�DFKLHYHG�RQ�VFKHGXOH�$Q�LPSRUWDQW�PHDVXUH�WR�OLEHUDOL]H�SULFHV�LQ�DJULFXOWXUH�ZDV�$JULFXOWXUDO�/DQG�/DZ�1R�����RI�������ZKLFK�UDLVHG�WKH�UHQW�RQ�DJULFXOWXUDO�ODQG�WR����WLPHV�WKH�ODQG�WD[��IURP�VHYHQ�WLPHV�XQGHU�WKH�ROG�ODZ��DQG�WHUPLQDWHG�H[LVWLQJ�OHDVHV�LQ�����������8QGHU�WKH�ROG�ODZ��OHDVHV�ZHUH�DXWRPDWLFDOO\�UHQHZDEOH��WR�WKH�GLVDGYDQWDJH�RI�ODQGRZQHUV���,Q�WUDQVSRUW��WDULIIV�RQ�UDLOZD\V�DQG�LQWHU�FLW\�WUXFNV�DQG�EXVHV�ZHUH�PDLQO\�XQFKDQJHG�EHWZHHQ�����±����DQG�WKH�1DWLRQDO�5DLOZD\��(15��LV�KLJKO\ VXEVLGL]HG��7KH�SURJUDP�FDOOV�IRU�WDULII�LQFUHDVHV�RI����HDFK�ILVFDO�\HDU�DV�RI����������WR�UHDFK������RI�WKH�FRVW�E\����������DQG�IRU�IUHHLQJ�WKH�SULFHV�RI�LQWHU�FLW\�WUXFNLQJ�DQG�EXV�VHUYLFHV��,Q�KRXVLQJ��WKH�JRYHUQPHQW�LV�WR�HOLPLQDWH�UHQW�FRQWURO��*RYHUQPHQW�RI�(J\SW��������,QYHVWPHQW�3ROLFLHV���(56$3�DWWDFKHV�KLJK�SULRULW\�WR�WKH�GHFRQWURO�RI�LQYHVWPHQW��DQG�FDOOV�IRU�D�FRPSHWLWLYH�LQYHVWPHQW�HQYLURQPHQW�IRU�SXEOLF�DQG�SULYDWH�HQWHUSULVHV��7KH�JRYHUQPHQW�KDV�VWDUWHG�WR�SKDVH�RXW�WKH�SXEOLF�WUDGH�PRQRSRO\��([WHUQDO�3ROLFLHV��7KHVH�FRPSULVH�H[FKDQJH�UHIRUP��WUDGH�OLEHUDOL]DWLRQ��DQG�GHEW�UHOLHI��D��([FKDQJH�UHIRUP��7KH�ROG�PXOWLSOH�H[FKDQJH�V\VWHP�ZDV�HQGHG�LQ�)HEUXDU\������DQG�UHSODFHG�WHPSRUDULO\�E\�D�GXDO�H[FKDQJH�UDWH�V\VWHP��,Q�2FWREHU�������WKH�WZR�UDWHV�ZHUH�
�)RU�H[DPSOH��WKH�SXEOLF�VHFWRU�FRPSDQLHV�SURGXFLQJ�FHPHQW�DQG�IHUWLOL]HUV�ZHUH�DOORZHG�LQLWLDOO\�WR�VHOO�����RI�WKHLU�RXWSXW�WR�WKH�SULYDWH�VHFWRU��WR�UHDFK������RYHU�WKH�IROORZLQJ�����\HDUV�
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XQLILHG��DQG�QRQEDQN�GHDOHUV�ZHUH�DOORZHG�WR�GHDO�LQ�IRUHLJQ�H[FKDQJH��XSRQ�REWDLQLQJ�SURSHU�OLFHQVLQJ����E��7UDGH�OLEHUDOL]DWLRQ��(56$3�FRPPLWV�WKH�JRYHUQPHQW�WR�WUDGH�OLEHUDOL]DWLRQ��,PSRUWDQW�VWHSV�ZHUH�WDNHQ�LQ�WKLV�GLUHFWLRQ�LQ������EHIRUH�WKH�:RUOG�%DQN�6$/�ZDV�DSSURYHG��DQG�IXUWKHU�VWHSV�DUH�WR�EH�WDNHQ�XQGHU�WKH�DJUHHPHQW���F��'HEW�UHOLHI��7KH�(J\SWLDQ�JRYHUQPHQW�DSSURDFKHG�WKH�3DULV�&OXE�FUHGLWRUV�IRU�FRPSUHKHQVLYH�GHEW�UHOLHI��IROORZLQJ�DSSURYDO�RI�WKH�)XQG�VWDQG�E\�DUUDQJHPHQW��,Q�0D\�������WKH����FUHGLWRU�FRXQWULHV�DSSURYHG�UHOLHI�RI�����RI�(J\SW¶V�RXWVWDQGLQJ�GHEW�RQ�-XQH�����������RQ�FRQGLWLRQ�WKDW�(J\SW�FRQWLQXHV�LPSOHPHQWLQJ�WKH�,0)�VWUXFWXUDO�DGMXVWPHQW�SURJUDP��7KH�WKUHH�VWDJH�GHEW�UHOLHI�DJUHHPHQW�KDV�EHHQ�FRPSOHWHG������RI�WKH�GHEW�ZDV�FDQFHOOHG�LQ�����������LQ�������DQG�����LQ�������0RQHWDU\�5HIRUP�3ROLFLHV� 7KH�PDLQ�IHDWXUHV�DUH�LPSRVLQJ�D�FUHGLW�FHLOLQJ�LQ�WKH�EDQNLQJ�V\VWHP��DQG�DOORZLQJ�EDQNV�WR�VHW�WKHLU�RZQ�OHQGLQJ�DQG�GHSRVLW�UDWHV��JXLGHG�E\�WKH�LQWHUHVW�UDWH�RQ�WUHDVXU\�ELOOV�)LVFDO�3ROLFLHV� ,Q���������SULRU�WR�(56$3� (J\SW¶V�EXGJHW�GHILFLW�ZDV�HTXLYDOHQW�WR�������RI�*'3��7KH�JRYHUQPHQW�LV�WR�UHGXFH�WKH�ILVFDO�GHILFLW�WR�UHDFK�D�YLUWXDOO\�EDODQFHG�SRVLWLRQ�E\����������,0)��������(56$3�SURYLGHV�PHDVXUHV WR�LQFUHDVH�UHYHQXH�DQG�LPSURYH�LWV�HODVWLFLW\�ZLWK�UHVSHFW�WR�*'3��WKHVH�LQFOXGH�LQWURGXFLQJ�D�JOREDO�LQFRPH�WD[�DQG�D�JHQHUDO�VDOHV�WD[��LQFUHDVLQJ�H[FLVH�WD[HV��DQG�UDLVLQJ�SULFHV�RI�HQHUJ\�DQG�SXEOLF�HQWHUSULVH�SURGXFWLRQ��2Q�WKH�H[SHQGLWXUH�VLGH��WKH�PDLQ�PHDVXUHV�FRQVLVW�RI�UHVWUDLQLQJ�WKH�LQFUHDVH�LQ�WKH�ZDJH�ELOO��UHGXFLQJ�SXEOLF�LQYHVWPHQW��DQG�UHGXFLQJ�VXEVLGLHV�WR�DERXW����RI�*'3��6RFLDO�3ROLFLHV���7KHVH�DLP�WR�PLQLPL]H�WKH�QHJDWLYH�LPSDFW�RI�(56$3�RQ�WKH�SRRU�E\�FUHDWLQJ�WKH�6RFLDO�)XQG�IRU�'HYHORSPHQW��6)'���VXSSRUWHG�E\�,QWHUQDWLRQDO�'HYHORSPHQW�$VVRFLDWLRQ�FUHGLW�HTXLYDOHQW�WR�86������PLOOLRQ�DQG�FRQFHVVLRQDO�FRILQDQFLQJ�RI�86����������PLOOLRQ�����7KH�(FRQRPLF�,PSDFW�RI�(56$3(56$3�SURYLGHV�PHDVXUHV�WR�FXW�VSHQGLQJ��L�H��WLJKWHU�ILVFDO�DQG�PRQHWDU\�SROLFLHV��SULFLQJ�SROLFLHV���DQG�H[SHQGLWXUH�VZLWFKLQJ�PHDVXUHV��H�J���H[FKDQJH�UDWH�UHIRUP��WR�LQFUHDVH�UHDO�RXWSXW��,Q�WKH�VKRUW�UXQ��UHVRXUFH�DOORFDWLRQ�VKRXOG�EHFRPH�PRUH�HIILFLHQW�E\�HOLPLQDWLQJ�GLVWRUWLRQV�FDXVHG�E\�WKH�RYHUYDOXHG�H[FKDQJH UDWH�DQG�ULJLGLW\�LQ�SULFHV��VXEVLGLHV��DQG�WD[HV��
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,Q�WKH�ORQJ�UXQ��VDYLQJ�DQG�LQYHVWPHQW�VKRXOG�LQFUHDVH�WKURXJK�EHWWHU�LQFHQWLYHV�DQG�LQYHVWLQJ�LQ�KXPDQ�UHVRXUFHV��HGXFDWLRQ�DQG�WUDLQLQJ��DQG�WHFKQRORJ\��7KH�LPSDFW�RI�(56$3�RQ�WKH�(J\SWLDQ�HFRQRP\�LV�DVVHVVHG�KHUH�E\�H[DPLQLQJ�LWV�HIIHFW�RQ�WKH�V\PSWRPV�RI�H[FHVV�GHPDQG��WKH�EDODQFH�RI�SD\PHQWV�GHILFLW��WKH�EXGJHW�GHILFLW��DQG�WKH�LQIODWLRQ�UDWH��DQG�RQ�WKH�VXSSO\�VLGH��RQ�RXWSXW�DQG�HPSOR\PHQW�7KH�%DODQFH�RI�3D\PHQWV(56$3¶V�LPSDFW�RQ�WKH�EDODQFH�RI�SD\PHQWV�LV�H[HUFLVHG�WKURXJK�H[SHQGLWXUH�UHGXFLQJ�SROLFLHV��H[SHQGLWXUH�VZLWFKLQJ�SROLFLHV��DQG�GHEW�UHOLHI��7LJKW�PRQHWDU\�DQG�ILVFDO�SROLFLHV�WR�FXW�VSHQGLQJ�VKRXOG�DIIHFW�FXUUHQW�DQG�FDSLWDO�DFFRXQWV�SRVLWLYHO\�WKURXJK�UHGXFLQJ�GHPDQG�IRU�LPSRUWV��E\�UHGXFLQJ�GRPHVWLF�DEVRUSWLRQ���DQG�LQFUHDVLQJ�FDSLWDO�LQIORZ�LQ�WKH�IRUP�RI�EDQN�GHSRVLWV�LQ�(J\SWLDQ�SRXQGV��LQ�UHVSRQVH�WR�KLJKHU�GRPHVWLF�LQWHUHVW�UDWHV��7KH�H[FKDQJH�UHIRUP��H[SHQGLWXUH�VZLWFKLQJ��DIIHFWV�WKH�EDODQFH�RI�SD\PHQWV�GLUHFWO\�WKURXJK�WKH�SRXQG�GHYDOXDWLRQ��DQG�LQGLUHFWO\�WKURXJK�SHJJLQJ�WKH�(J\SWLDQ�SRXQG�WR�WKH�86�GROODU��'HYDOXDWLRQ�LV�VXSSRVHG�WR�LQFUHDVH�IRUHLJQ�GHPDQG�IRU�H[SRUWV�DQG�WR�VKLIW�SURGXFWLRQ�IURP�QRQWUDGDEOHV�WR�WUDGDEOHV��ZKLFK�DUH�QRZ�PRUH�SURILWDEOH��3HJJLQJ�WKH�GRPHVWLF�FXUUHQF\�WR�DQ�LQWHUQDWLRQDO�FXUUHQF\�PDNHV�LW�HDVLHU�IRU�WKH�&HQWUDO�%DQN�WR�PDQDJH�WKH�GRPHVWLF�FXUUHQF\�H[FKDQJH�UDWH��'HEW�UHOLHI�KDV�D�SRVLWLYH�LPSDFW�RQ�WKH�EDODQFH�RI�SD\PHQWV�WKURXJK�UHGXFLQJ�LQWHUHVW�SD\PHQWV�RQ�GHEW�DQG�FDSLWDO�RXWIORZV�DV�GHEW�UHSD\PHQW�7KH�(J\SWLDQ�SRXQG�KDV�XQGHUJRQH�VHYHUDO�GHYDOXDWLRQV��:KDW�ZDV�QHZ�DERXW�WKLV�H[FKDQJH�UDWH�UHIRUP�ZDV�XQLILFDWLRQ�RI�WKH�H[FKDQJH�UDWHV��DOORZLQJ�KDQGOLQJ�RI�IRUHLJQ�H[FKDQJH�RXWVLGH�WKH�EDQNLQJ�V\VWHP��DQG�SHJJLQJ�WKH�SRXQG�WR�WKH�86�GROODU��7KH�(J\SWLDQ�SRXQG�ZDV�GHYDOXHG������IURP���� �/(�������DW�WKH�HQG�RI�-XQH������WR�/(�������E\�)HEUXDU\�������&%(���������	�����������7LJKW�PRQHWDU\�SROLF\�OHG�WR�D�ULVH�LQ�LQWHUHVW�UDWHV��WKH�DYHUDJH�DQQXDO�GHSRVLW�UDWH�URVH�IURP�����LQ���������WR�������LQ ���������:RUOG�%DQN���������'HYDOXDWLRQ�DQG�WLJKW�ILVFDO�DQG�PRQHWDU\�SROLFLHV�KDG�D�IDYRUDEOH�LPSDFW�RQ�(J\SW
V�FDSLWDO�DQG�FXUUHQW�DFFRXQWV��)',��LQFOXGLQJ�GHSRVLWV�LQ�(J\SWLDQ�EDQNV��MXPSHG�IURP��������PLOOLRQ�LQ���������WR�UHDFK��������PLOOLRQ�LQ���������� 7KH�FXUUHQW�DFFRXQW�GHILFLW��ZKLFK�ZDV������PLOOLRQ�LQ����������WXUQHG�WR�VXUSOXV�DQG�UHDFKHG������ELOOLRQ�LQ����������7DEOH����

� &HQWUDO�%DQN�EDODQFHRI�SD\PHQW�VWDWLVWLFV�GR�QRW VHSDUDWH�IRUHLJQ�GLUHFW�LQYHVWPHQW��)',��IURP�VKRUW�WHUP�FDSLWDO�LQIORZV�
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� 7KHVH�UHVXOWV�LPSO\�D�TXLFN�UHVSRQVH�RI�VXSSO\�DQG�GHPDQG�WR�WKH�FXUUHQF\�GHYDOXDWLRQ�DQG�WKH�WLJKW�SROLF\�PHDVXUHV��'HYDOXDWLRQ�DQG�WKH�ULVH�LQ�GRPHVWLF�LQWHUHVW�UDWHV�ZRXOG�KDYH�KDG�OHVV�SRVLWLYH�LPSDFW�RQ�WKH�EDODQFH�RI�SD\PHQWV�LQ�VXFK�D�VKRUW�WLPH��ZHUH�WKRVH�PHDVXUHV�QRW�WDNHQ�ZKLOH�LQWHUQDWLRQDO�LQWHUHVW�UDWHV�ZHUH�ORZ��,Q�-XQH�������WKH�DYHUDJH�QRPLQDO�LQWHUHVW�UDWH�RQ�GHSRVLWV�RI�RQH�\HDU�DQG�OHVV�LQ�86�GROODUV�DQG�SRXQGV�VWHUOLQJ�ZHUH������DQG�������UHVSHFWLYHO\��&%(������������WKH�DYHUDJH�GRPHVWLF�LQWHUHVW�UDWH�RQ�/(�GHSRVLWV�ZDV��������:%��������9RO��,,,���7KH�ODUJH�LQWHUHVW�UDWH�GLIIHUHQWLDOV�EHWZHHQ�(J\SWLDQ�SRXQG�GHSRVLWV�DQG�LQWHUQDWLRQDO�FXUUHQF\�GHSRVLWV�PD\�KDYH�SOD\HG�D�FUXFLDO�UROH�LQ�WKH�SRVLWLYH�LPSDFW�RQ�WKH�EDODQFH�RI�SD\PHQWV�LQ���������DQG�DIWHU�$�VXSSRUWLYH�DUJXPHQW�RI�WKLV�K\SRWKHVLV��DWWULEXWLQJ�WKH�SRVLWLYH�LPSDFW�RQ�WKH�EDODQFH�RI�SD\PHQWV�PDLQO\�WR�H[WHUQDO�IDFWRUV��LV�WKH�UHVSRQVH�LQ�WKH�SULYDWH�GROODUL]DWLRQ�SKHQRPHQRQ�LQ�(J\SW�LQ������FRPSDUHG�WR�������3ULYDWH�GROODUL]DWLRQ�LQ���������UHSUHVHQWHG�������RI�WKH�SULYDWH�VHFWRU
V�WRWDO�GHSRVLWV��XS�IURP�������WKH�SUHYLRXV�\HDU��,Q���������WKH�VLWXDWLRQ�ZDV�FRPSOHWHO\�GLIIHUHQW��3ULYDWH�GROODUL]DWLRQ�IHOO�IURP�������LQ���������WR�������LQ����������DQG�FRQWLQXHG�WR�GHFOLQH�LQ����������WKHQ�LQFUHDVHG�WR�������WKH�IROORZLQJ�\HDU��7DEOH����7R�DVVHVV�WKH�LPSDFW�RI�WKH�GHYDOXDWLRQ�RQ�WKH�EDODQFH�RI�SD\PHQWV��H[FOXGLQJ�WKH�H[WHUQDO�IDFWRU�HIIHFWV��ZH�FRPSDUH�WKH�LPSDFW�RI�GHYDOXDWLRQ�LQ�������D�������GHYDOXDWLRQ��DQG��������������RQ�FRPSRQHQWV�RI�WKH�FXUUHQW�DFFRXQW�EDODQFH��ZKLFK�DUH�KLJKO\�VHQVLWLYH�WR�H[FKDQJH�UDWH�FKDQJHV��WKH�WUDGH�EDODQFH� WRXULVP�UHYHQXH��DQG�ZRUNHU�UHPLWWDQFHV�LQ�WKH�VHUYLFHV�DQG�WUDQVIHU�EDODQFH�$VVHVVLQJ�WKH�GHYDOXDWLRQV¶�LPSDFW�RQ�WKH�WUDGH�EDODQFH��RQH�ILQGV��7DEOH����DQ�LQFUHDVH�LQ�WRWDO�H[SRUWV�LQ����������WKLV�PD\�EH�GHFHLYLQJ�KRZHYHU��EHFDXVH�RI�WKH�ODUJH�GHFUHDVH���������LQ�WRWDO�H[SRUWV�LQ���������IURP�WKH�\HDU�HDUOLHU��GXH�PDLQO\�WR�D�GURS�LQ�WKH�UHODWLYH�VKDUH�RI�RLO�H[SRUWV��&%(������������$FWXDOO\��WKH���������LQFUHDVH�LQ�H[SRUWV�ZDV�QRW�HQRXJK�WR�UHJDLQ�WKH���������OHYHO��7KXV��RQH�FDQQRW�SRLQW�WR�D�SRVLWLYH�LPSDFW�RI�WKH������GHYDOXDWLRQ�RQ�H[SRUWV��([SRUWV�IHOO�DJDLQ�LQ���������GXH�WR�WKH�GURS�LQ�RLO�H[SRUWV��DQG�WKH�ODUJH�GHYDOXDWLRQ�ZDV�QRW�D�FRPSHQVDWRU\�IDFWRU�LQ�WKLV�UHVSHFW��,Q����������H[SRUWV�UHDFKHG�
�� 6RPH�RI�WKH�GURS�LQ�WKH�FXUUHQW�DFFRXQW�VXUSOXV�LQ���������DQG����������VHH�7DEOH����LV�DWWULEXWHG�WR�FKDQJHV�LQ�WKH�FODVVLILFDWLRQ�V\VWHP��VHH�&%(������������� 7KLV�ZDV�QRW�WKH�ILUVW�WLPH�(J\SW�FRXSOHG�GHYDOXDWLRQ�ZLWK�WLJKW�SROLF\�PHDVXUHV��EXW�WKH�LPSDFW�RQ�WKH�EDODQFH�RI�SD\PHQWV�ZDV�QHYHU�VR�JRRG��,Q����������WKH�SRXQG�ZDV�GHYDOXHG�E\������²PXFK�ODUJHU�WKDQ�WKH������GHYDOXDWLRQ²FRXSOHG�ZLWK�WLJKW�ILVFDO�DQG�PRQHWDU\�SROLFLHV�DFFRUGLQJ�WR�WKH������,0)�VWDQG�E\�DUUDQJHPHQW��<HW�WKH�LPSDFW�RQ�WKH�EDODQFH�RI�SD\PHQWV�ZDV�OHVV��WKH�FXUUHQW�DFFRXQW�GHILFLW�GHFUHDVHG�IURP��������PLOOLRQ�LQ���������WR��������PLOOLRQ�LQ����������7DEOH�����7KH�PDLQ�GLIIHUHQFH�EHWZHHQ�WKH������DQG�WKH������GHYDOXDWLRQV�LV�WKDW�WKH�ODWWHU�ZDV�DFFRPSDQLHG�E\�D�FKDQJH�LQ�WKH�IRUHLJQ�H[FKDQJH�ODZ�WR�SHUPLW�IUHH�KDQGOLQJ�RI�IRUHLJQ�H[FKDQJH�RXWVLGH�EDQNV��DQG�E\�D�FRQVLGHUDEOH�ULVH�LQ�GRPHVWLF�LQWHUHVW�UDWHV�
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86������ELOOLRQ��EXW�IHOO�LQ���������DQG�FRQWLQXHG�IDOOLQJ�WR�UHDFK������ELOOLRQ�LQ����������7KH�QH[W�\HDU��H[SRUWV�LQFUHDVHG��EXW�WKH�ILJXUHV�DUH�SUHOLPLQDU\�DFWXDOV��7KXV��RQH�FDQQRW�SRLQW�WR�D�VLJQLILFDQW�LQFUHDVH�LQ�(J\SW
V�H[SRUWV�IROORZLQJ�WKH�GHYDOXDWLRQV��
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������������������������6HUYLFHV�	�7UDQVIHUV5HFHLSWV�RI�ZKLFK� ������������ ������������ ������������ ������������ ������������� ������������� ������������� ������������� ������������ ������������6XH]�&DQDO�GXHV ������ ������ ������ ������ ������ ������ ������ ������ ������ ������7RXULVP ����� ����� ����� ����� ������ ����� ������ ������ ������ ��������:RUNHU�UHPLWWDQFHV ������ ������ ������ ������ ������ ������ ������ �������� ������ ��������3D\PHQWV�RI�ZKLFK ������ ������ ������ ������ ������ ������ ������ ������ ������ ������,QWHUHVW�SD\PHQWV ������ ������ ����� ������ ������ ������ ������ ������&XUUHQW�DFFRXQW������� �������� ������� ������� �������� ������� ������ ������ ������ ����� ������3UHOLPLQDU\�DFWXDOV����,QFOXGHV�LPSRUWHG�FRPPRGLWLHV�LQ�WKH�IRUP�RI�JUDQWV����,QFOXGHG�XQGHU�µSULYDWH�WUDQVIHUV��IURP�RQH�VLGH�¶�ZKLFK�LV�HTXLYDOHQW�WR�ZRUNHU�UHPLWWDQFHV�DV�VKRZQ�E\�FRPSDULVRQ�RI�WKH�WHUPV�µZRUNHU�UHPLWWDQFHV¶�DQG�µSULYDWH�WUDQVIHUV¶�LQ���������LQ�&HQWUDO�%DQN�RI�(J\SW��$QQXDO�5HSRUW�����������SS�������������$FFRUGLQJ�WR�WKH�QHZ�FODVVLILFDWLRQ��VHUYLFHV��RI�IXHOV�DQG�RWKHU�LWHPV��SURYLGHG�WR�VKLSV�DQG�DLUSODQHV�DUH�LQFOXGHG�LQ�H[SRUWV�DQG�LPSRUWV�LQVWHDG�RI�LQFOXGHG�LQ�WKH�µVHUYLFHV�DFFRXQW¶��&HQWUDO�%DQN�RI�(J\SW��$QQXDO�5HSRUW�����������S��������$FFRUGLQJ�WR�WKH�QHZ�FODVVLILFDWLRQ��WKLV�LV�FLWHG�XQGHU�µWUDQVSRUWDWLRQ�¶�FRPSDULQJ�WKH�ILJXUH�FLWHG�XQGHU�³WRXULVP´�LQ�WKH�ROG�V\VWHP�LQ����������LQ��&%(�$QQXDO�5HSRUW�����������S����ZLWK�WKH�ILJXUH�FLWHG�XQGHU�µWUDQVSRUWDWLRQ¶�IRU�WKH�VDPH�\HDU��LW�ZDV�WKH�VDPH����������LV�WKH�RQO\�\HDU�ZKHUH�FRPSDULVRQ�EHWZHHQ�WKH�WZR�V\VWHPV�RI�FODVVLILFDWLRQ�LV�IHDVLEOH��VLQFH�WKH�EDODQFH�RI�SD\PHQW�LWHPV�DUH�FLWHG�DFFRUGLQJ�WR�WKH�ROG�DQG�QHZ�V\VWHPV����7KLV�LWHP�LV�FLWHG�XQGHU�SULYDWH�WUDQVIHUV��QHW��LQ�WKH�QHZ�FODVVLILFDWLRQ��,Q�WKH�ROG�V\VWHP��WKLV�LWHP�LV�FLWHG�XQGHU�µSULYDWH�WUDQVIHUV��IURP�RQH�VLGH��¶��7KH�DFFRXQWLQJ�FRQFHSW�RI�µZRUNHU�UHPLWWDQFHV¶�FKDQJHG�WR�LQFOXGH�DOO�SULYDWH�WUDQVIHUV�E\�(J\SWLDQV��ZKHWKHU�H[FKDQJHG�LQWR�(J\SWLDQ�SRXQGV�RU�DGGHG�WR�WKH�EDQNV�DFFRXQWV�LQ�IRUHLJQ�FXUUHQF\��,Q�WKH�ROG�V\VWHP��RQO\�SULYDWH�WUDQVIHUV�H[FKDQJHG�WR�(J\SWLDQ�SRXQGV�ZHUH�FLWHG�DV�µZRUNHU�UHPLWWDQFHV¶��7KXV�WKH�YDOXHV�RI�WKLV�LWHP�EHIRUH���������DUH�QRW�FRPSDUDEOH�ZLWK�WKH�YDOXHV�DW���������DQG�DIWHU�6RXUFH��&HQWUDO�%DQN�RI�(J\SW�$QQXDO�5HSRUW�������������������������������������������������������
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,PSURYHPHQW�WRRN�SODFH��KRZHYHU��LQ�WKH�VWUXFWXUH�RI�(J\SWLDQ�H[SRUWV��LQ�IDYRU�RI�PDQXIDFWXUHG�JRRGV��7KH�UHODWLYH�VKDUH�RI�UDZ�FRPPRGLW\�H[SRUWV��RLO��DJULFXOWXUDO��GHFOLQHG�IURP�������LQ���������WR�������LQ����������&%(�$QQXDO�5HSRUWV���,I�WKLV�WUHQG�FRQWLQXHV��LW�ZRXOG�PDNH�WKH�LPSDFW�RI�/(�GHYDOXDWLRQ�RQ�WKH�EDODQFH�RI�SD\PHQWV�PRUH�HIIHFWLYH��&RPSDULQJ�WKH�LPSDFW�RI�WKH�GHYDOXDWLRQ�LQ������DQG������RQ(J\SW
V�LPSRUWV��RQH�ILQGV�IURP�7DEOH���WKDW�LPSRUWV�FRQWLQXHG�WR�LQFUHDVH�DIWHU�WKH������GHYDOXDWLRQ��,Q�WKH�\HDUV�IROORZLQJ�������LPSRUWV�VKRZHG�D�GHFUHDVLQJ�WUHQG��H[FHSW�LQ����������ZKLFK�ILJXUHV�DUH�SUHOLPLQDU\�DFWXDOV���7KLV�LPSOLHV�WKDW�WKH�LPSDFW�RI�GHYDOXDWLRQ�RQ�GHFUHDVLQJ�LPSRUWV�ZDV�HIIHFWLYH�LQ������EXW�QRW�LQ�������GHVSLWH�WKH�ODWWHU¶V�UHODWLYHO\�JUHDWHU�GHYDOXDWLRQ��2QH�SRVVLEOH�H[SODQDWLRQ�IRU�WKHVH�GLIIHULQJ�UHVSRQVHV�RI�LPSRUWV�WR�GHYDOXDWLRQ�LV�WKDW�WKH�FRQWUDFWLRQDU\�ILVFDO�DQG�PRQHWDU\�SROLFLHV�RI������ZHUH�VWURQJHU�WKDQ�WKH������SROLFLHV��UHVXOWLQJ�LQ�D�VLJQLILFDQW�GURS�LQ�DJJUHJDWH�GHPDQG�LQ�D�VKRUW�WLPH��)RU�H[DPSOH��JRYHUQPHQW�LQYHVWPHQW�LQFUHDVHG ����LQ���������DQG�ZDV�UHGXFHG E\�����LQ����������SHUKDSV�SDUWO\�UHIOHFWLQJ�LQFUHDVHG�GHPDQG�IRU�LPSRUWHG�LQWHUPHGLDWH�DQG�FDSLWDO�JRRGV�IRU�SXEOLF�HQWHUSULVHV�LQ����������DQG�GHFUHDVHG�GHPDQG�LQ����������,Q�WRWDO��WKH�JRYHUQPHQW�FXW�LWV�RYHUDOO�GHILFLW�IURP�������RI�*'3�LQ���������WR������LQ����������7DEOH�����2Q�PRQHWDU\�SROLF\��LQWHUHVW�UDWHV�LQFUHDVHG�FRQVLGHUDEO\�LQ�������ZKLOH�QR�FKDQJH�WRRN�SODFH�LQ����������$�VHFRQG�H[SODQDWLRQ�LV�WKH�ODUJH�GHEW�DUUHDUV�RI�������ELOOLRQ�LQ�������ZKLFK�PD\�KDYH�DIIHFWHG�(J\SW
V�FUHGLW�IDFLOLWLHV�XQWLO�GHEW�UHVFKHGXOLQJ�WRRN�SODFH�DV�SDUW�RI�(56$3�'HEW�VHUYLFH�UHVFKHGXOLQJ�ZLWKLQ�WKH�,0)�VWDQG�E\�DUUDQJHPHQW�RI���������PD\�H[SODLQ�WKH�FRQWLQXRXV�ULVH�LQ�LPSRUWV�DIWHU�������EHFDXVH�RI�WKH�UHOLHI�IURP�GHEW�VHUYLFH�SUHVVXUH�RQ�WKH�EDODQFH�RI�SD\PHQWV��,PSRUWV�DOVR�LQFUHDVHG�DIWHU�GHEW�UHVFKHGXOLQJ�LQ����������7DEOH����7KH�RXWFRPH�RI�GHYDOXDWLRQ�RQ�H[SRUWV�DQG�LPSRUWV�LV�UHIOHFWHG�LQ�WKH�WUDGH�EDODQFH��ZKLFK�UHPDLQHG�LQ�GHILFLW�DIWHU�ERWK�GHYDOXDWLRQV��$IWHU�WKH������GHYDOXDWLRQ��WKH�WUDGH�GHILFLW�LQFUHDVHG��+RZHYHU��DIWHU�WKH������GHYDOXDWLRQ��WKH�GHILFLW�GHFUHDVHG�IRU�WZR�\HDUV����������DQG�����������WKHQ�URVH�EHWZHHQ���������DQG���������DW�DQ�DYHUDJH�DQQXDO�LQFUHDVH�RI������
�7KLV�LV�EHFDXVH�WKH�SULFHV�RI�WKH�UDZ�FRPPRGLWLHV�H[SRUW�DUH�JLYHQ�LQ�WKH�LQWHUQDWLRQDO�PDUNHWV��ZKLOH�IRU�WKH�PDQXIDFWXUHG�FRPPRGLWLHV��WKHUH�LV�D�URRP�IRU�SULFH�GLIIHUHQWLDOV�LQ�SURPRWLQJ�H[SRUWV�
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7KH�PDLQ�LPSDFW�RI�WKH�FXUUHQF\�GHYDOXDWLRQ�RQ�WKH�VHUYLFHV�DQG�WUDQVIHU�EDODQFH�UHODWHV�WR�WRXULVP�DQG�ZRUNHU�UHPLWWDQFHV��$V�VKRZQ�LQ�7DEOH����WKH������DQG������GHYDOXDWLRQV�FDXVHG�MXPSV�LQ�WRXULVP�UHYHQXH��ZLWK�WKH�H[FHSWLRQ�RI���������GXH�WR�WKH�*XOI�:DU��7KHUH�ZDV�DOVR�VRPH�IDOO�LQ�WRXULVP�DIWHU���������EHFDXVH�RI�WKH�WHUURULVW�DFWV�LQ�(J\SW�DW�WKH�WLPH�7KH�LPSDFW�RI�GHYDOXDWLRQ�RQ�ZRUNHU�UHPLWWDQFHV�LV�QRW�DV�LPSUHVVLYH��7KH������GHYDOXDWLRQ�LQFUHDVHG�UHPLWWDQFHV�E\�MXVW�������LQ����������DQG������LQ����������FDOFXODWHG�IURP�7DEOH�����$IWHU�GHYDOXDWLRQ�LQ����������ZRUNHU�UHPLWWDQFHV�MXPSHG�IURP������ELOOLRQ�LQ���������WR������ELOOLRQ�LQ����������7KH������*XOI�:DU�PD\�EH�UHVSRQVLEOH�IRU�WKLV�ODUJH�LQFUHDVH�LQ�UHPLWWDQFHV��WKH�UHWXUQ�RI�PDQ\�(J\SWLDQ�ZRUNHUV�DIWHU�WKH�ZDU�DQG�WKH�UHOHDVH�RI�WKHLU�IXQGV�WKDW�ZHUH�NHSW�GXULQJ�WKH�ZDU��DGGHG�WR�D�FXPXODWLYH�LPSDFW�RQ�UHPLWWDQFHV�6R�WKH�ODUJH�LQFUHDVH�LQ�UHPLWWDQFHV�LQ���������DQG���������PD\�EH�DWWULEXWHG�WR�WKH�*XOI�:DU�PRUH�WKDQ�WR�WKH�(J\SWLDQ�SRXQG�GHYDOXDWLRQ�LQ����������7KH�QDWXUH�RI�(J\SWLDQ�ODERU�ZRUNLQJ�LQ�*XOI�FRXQWULHV�PDNHV�UHPLWWDQFH�IORZV�WR�(J\SW�LQHODVWLF�WR�WKH�H[FKDQJH�UDWH�LQ�WKH�ORQJ�UXQ��2QH�VKRXOG�GLIIHUHQWLDWH�EHWZHHQ�WZR�JURXSV�RI�(J\SWLDQV�ZRUNLQJ�DEURDG��7KH�ILUVW�JURXS�LV�FRPSULVHG�RI�PDQXDO�ZRUNHUV��SHDVDQWV��XQLYHUVLW\�JUDGXDWHV�DQG�ORZ�UDQN�SURIHVVLRQDOV��DQG�WKH�VHFRQG�LV�D�UHODWLYHO\�VPDOO�JURXS�FRQVLVWLQJ�PDLQO\�RI�SURIHVVLRQDOV�DQG�LQWHOOHFWXDOV��7KH�DYHUDJH�ZRUNHU
V�HDUQLQJV�DQG�KHQFH��VDYLQJ��LQ�WKH�ILUVW�JURXS�LV�FRQVLGHUDEO\�ORZHU�WKDQ�LQ�WKH�VHFRQG��+RZHYHU��PRVW�RI�WKH�VDYLQJV�RI�WKH�ILUVW�JURXS�UHSUHVHQW�DFWXDO�DQG�SRWHQWLDO�UHPLWWDQFHV�WR�(J\SW��ZKHUHDV�WKH�VDYLQJV�RI�WKH�VHFRQG�JURXS��HVSHFLDOO\�LQGLYLGXDOV�ZKR�KDYH�ZRUNHG�DEURDG�ORQJ�HQRXJK�WR�DFFXPXODWH�ODUJH�VXPV��DUH�PDLQO\�GHSRVLWHG�DEURDG��7KH�PDLQ�GLIIHUHQFH�EHWZHHQ�WKH�WZR�JURXSV�LV�WKDW�ZRUNHUV�LQ�WKH�ILUVW�JURXS�FRQVLGHU�ZRUNLQJ�DEURDG�DV�D�WHPSRUDU\�PHDQV�WR�DFFXPXODWH�FDSLWDO�DQG�DFKLHYH�VRPH�SUH�VHW�WDUJHW�V��LQ�WKHLU�KRPH�FRXQWU\��OLNH�JHWWLQJ�PDUULHG��DFTXLULQJ�D�IODW�RU�EXLOGLQJ�D�KRXVH��VWDUWLQJ�DQ�HQWHUSULVH��HWF����7KXV��PRVW�VDYLQJV�DFFXPXODWHG�E\�WKH�ILUVW�JURXS�ZLOO�EH�WUDQVIHUUHG�VRRQHU�RU�ODWHU�WR�(J\SW��DQG�DUH�KLJKO\�HODVWLF�ZLWK�UHVSHFW�WR�WKH�H[FKDQJH�UDWH�LQ�WKH�VKRUW�UXQ��DQG�LQHODVWLF�WR�LW�LQ�WKH�ORQJ�UXQ�+RZHYHU��WKH�VHFRQG�JURXS�KDV�GLIIHUHQW�HGXFDWLRQDO�DQG�FXOWXUDO�EDFNJURXQGV��DQG�KHQFH�GLIIHUHQW�FRQFHSWV�DQG�WDUJHWV�LQ�OLIH��0RVW�RI�WKHLU�VDYLQJV�PD\�EH�FRQVLGHUHG�SRWHQWLDO�UHPLWWDQFHV�WKDW�DUH�LQHODVWLF�WR�WKH�H[FKDQJH�UDWH��6RPH�RI�WKH�RWKHU�IDFWRUV�WKDW�VHHP�WR�EH�LPSRUWDQW�LQ�
�� 7KH�IDOO�LQ�UHPLWWDQFHV�LQ��������±��������GRHV�QRW�VXSSRUW�WKLV�YLHZ��WKH�ILJXUHV�DUH�QRW�FRPSDUDEOH�ZLWK�WKH�SUHYLRXV�\HDUV�EHFDXVH�D�QHZ�FODVVLILFDWLRQ�V\VWHP�ZDV�LPSOHPHQWHG�LQ���������
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V�EDODQFH�RI�SD\PHQWV��,W�LV�VDIHU�IRU�D�FRXQWU\�WR�SHJ�LWV�FXUUHQF\�WR�D�EDVNHW�RI�FXUUHQFLHV�RI�LWV�PDLQ�WUDGLQJ�SDUWQHUV��ZLWK�ZHLJKWV�UHIOHFWLQJ�UHODWLYH�VKDUHV�LQ�WKH�FRXQWU\
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,PSDFW�RQ�,QIODWLRQ,QIODWLRQ�PD\�EH�FDXVHG�E\�FRVW�SXVK�DQG�RU�GHPDQG�SXOO�IDFWRUV�7KH�PDLQ�FRVW�SXVK�IDFWRUV�LQ�(56$3�DUH���L��WKH�LQFUHDVH�LQ�LQGLUHFW�WD[HV���LL��WKH�XSZDUG�DGMXVWPHQW�LQ�SULFHV�RI�VRPH�JRRGV�DQG�VHUYLFHV���LLL��WKH�H[FKDQJH�UHIRUP��DQG��LY��UDLVLQJ�LQWHUHVW�UDWHV��7KHRUHWLFDOO\��ZDJHV�DUH�ERWK�D�FRVW�SXVK�DQG�D�GHPDQG�SXOO�IDFWRU�IRU�LQIODWLRQ��7R�DYRLG�UHSHWLWLRQ��ZH�VKDOO�H[DPLQH�WKH�LPSDFW�RI�ZDJHV�RQ�LQIODWLRQ�LQ�(J\SW�XQGHU�WKH�GHPDQG�SXOO�IDFWRUV��(56$3�LPSOHPHQWDWLRQ�GRHV�QRW�LQFUHDVH�UHDO�ZDJHV��DQG�KHQFH�ZDJHV�VKRXOG�QRW�EH�FRQVLGHUHG�DV�DQ�LQIODWLRQDU\�IDFWRU��L��6HYHUDO�PHDVXUHV�ZHUH�WDNHQ�WR�UDLVH�LQGLUHFW�WD[�UHYHQXH��WKH�LQWURGXFWLRQ�RI�D�JHQHUDO�VDOHV�WD[�LQ���������DQG�EURDGHQLQJ�LWV�EDVH�JUDGXDOO\�WR�FRYHU�WKH�ZKROHVDOH�WUDGH��UHVWRUDWLRQ�RI�WKH�FXVWRPV�GXW\�UDWH�WR�LWV�SUH������OHYHO��DERXW�D���� LQFUHDVH��DQG�LQFOXGLQJ�LW�LQ�WKH�VDOHV�WD[�EDVH�IRU�LPSRUWHG�LWHPV��LQFUHDVLQJ�H[FLVH�WD[HV�RQ�FLJDUHWWHV��WREDFFR�DQG�RWKHU�LWHPV��LQFUHDVLQJ�VSHFLILF�VWDPS�WD[HV��DQG�LQWURGXFLQJ�D�YDOXH�DGGHG�WD[�LQ�������LL��6HYHUDO�LQFUHDVHV�LQ�SULFHV�RI�JRRGV�DQG VHUYLFHV�WRRN�SODFH�LQ�WKH�ILUVW�KDOI�RI�������,0)��������:RUOG�%DQN������D���PDLQO\���SULFHV�RI�EUHDG��IORXU��DQG�FLJDUHWWHV��HOLPLQDWLRQ�RI�VXEVLGLHV�RQ�UDWLRQHG�WHD�DQG�VRDS��KLJKHU�WHOHSKRQH�VXEVFULSWLRQV��LQFUHDVHG�SHWUROHXP�SURGXFW�SULFHV�WR�UHDFK�����RI�WKH�LQWHUQDWLRQDO�HTXLYDOHQW��UDLVLQJ�HOHFWULFLW\�SULFHV�E\������UHPRYLQJ�SULFLQJ�DQG�PDUNHWLQJ�FRQWUROV�RQ�DJULFXOWXUDO�SURGXFWV��UHGXFLQJ�VXEVLGLHV�RQ�IHUWLOL]HUV�DQG�SHVWLFLGHV��DQG�UHPRYLQJ�WKH�UHPDLQLQJ�DJULFXOWXUDO�LQSXW�VXEVLGLHV�E\����������LQFUHDVLQJ�UDLO�SDVVHQJHU�WDULIIV�E\��������DQG�UDLO�IUHLJKW�WDULIIV�E\�����$GGLWLRQDO�SULFH�LQFUHDVHV�LQFOXGHG�LQ�(56$3�IRU�WKH���������EXGJHW�DQG�DIWHU��,0)��������:RUOG�%DQN������D��*2(��������DUH��LQFUHDVLQJ�SHWUROHXP�SURGXFW�SULFHV�WR�UHDFK������RI�WKH�LQWHUQDWLRQDO�HTXLYDOHQW�LQ�������LQFUHDVLQJ�HOHFWULFLW\�SULFHV�IURP�����RI�/50&�LQ�0D\������WR�UHDFK������RI�LWV�/50&�E\�������OLEHUDOL]LQJ�SULFHV�RI�DJULFXOWXUDO�LQSXWV�DQG�RXWSXWV��H[FHSWLQJ�WKRVH�RI�FRWWRQ�DQG�VXJDU�FDQH��ZKLFK�ZLOO�EH�OLEHUDOL]HG�JUDGXDOO\�WKHUHDIWHU��LQFUHDVLQJ�SDVVHQJHU�DQG�IUHLJKW�WDULIIV�DQQXDOO\�VLQFH�-DQXDU\������VR�WKHLU�UHYHQXH�FRVW�UDWLR�ZRXOG�UHDFK������LQ����������DQG�IUHHLQJ�WKH�SULFHV�RI�LQWHU�FLW\�WUXFNLQJ�DQG�EXV�VHUYLFHV��6RPH�RI�WKH������SULFH�LQFUHDVH�WDUJHWV�ZHUH�QRW�DFKLHYHG�RQ�WLPH��H�J��SHWUROHXP�DQG�HOHFWULFLW\�SULFHV��
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6CDNG�����5GNGEVGF�'EQPQOKE�+PFKECVQTU������� ������� ������� ������� ������� ������� ����������5HDO�*'3�JURZWK�UDWH���� ��� ��� ��� ��� ��� ��� ������3RSXODWLRQ�JURZWK�UDWH����� ��� ��� ��� ��� ��� ��� ������,QFRPH�SHU�FDSLWD�JURZWKUDWH�� ���� ��� ��� ��� ���� ���� ���� �������,QIODWLRQ�UDWH���������� ���� ���� ���� ���� ���� ���� ��� ���
���(PSOR\PHQW��LQ�WKRXVDQGV� ����� ����� ����� ����� ����� ����� ��������/DERU�IRUFH��LQ�WKRXVDQGV� ����� ����� ����� ����� ����� ����� ��������8QHPSOR\PHQW�UDWH ��� ��� ��� ��� ���� ��� ����3HUFHQW�RI�*'3����&RQVXPSWLRQ� ���� ���� ���� ���� ���� ���� ����3ULYDWH ���� ���� ���� ���� ���� ���� ����3XEOLF ���� ���� ���� ���� ���� ���� �������'RPHVWLF�LQYHVWPHQW ���� ���� ���� ���� ���� ���� ����3ULYDWH ��� ��� ��� ��� ��� ���� ���3XEOLF ���� ���� ���� ���� ��� ��� ���&KDQJH�LQ�VWRFNV ��� ��� ��� ��� ��� ��� �������6DYLQJV��H[F��RIILFLDOJUDQWV�*URVV�GRPHVWLF�VDYLQJV ���� ��� ���� ���� ��� ��� ���*URVV�QDWLRQDO�VDYLQJV� ���� ���� ���� ���� ���� ���� ��������6DYLQJ�,QYHVWPHQW�JDS� ����� ����� ����� ����� ���� ����� ����� ���������3ULYDWH�GROODUL]DWLRQ�� ��� ���� ���� ���� ���� ���� ���� �����(VWLPDWHG��3URMHFWHG��ERWK�H[FOXGH�GDWD�RQ�SRSXODWLRQ�JURZWK�UDWH��LQIODWLRQ�UDWH��DQG�SULYDWH�GROODUL]DWLRQ��EHFDXVH�RI�GLIIHUHQFHV�LQ�GDWD�VRXUFHV����'RHV�QRW�LQFOXGH�ZRUNHUV�DEURDG�IRU����� ����DQG�DIWHU����,Q�WKH�XUEDQ�VHFWRU����'HILQHG�DV�UDWLR�RI�SULYDWH�VHFWRU�IRUHLJQ�FXUUHQF\�GHSRVLWV�WR�SULYDWH�VHFWRU�WRWDO�GHSRVLWV��FDOFXODWHG�IURP�&%(�����������$QQH[�7DEOHV�6RXUFH��&$30$6��$QQXDO�\HDUERRN��-XQH�������&HQWUDO�%DQN�RI�(J\SW��$QQXDO�5 HSRUW��������±��������	�:RUOG�%DQN��$UDE�5HSXEOLF�RI�(J\SW��0DFURHFRQRPLF�)UDPHZRUN��9RO��,��������7DEOH������
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�LLL��7KH�GHYDOXDWLRQ�RI�WKH�(J\SWLDQ�SRXQG�LQ�)HEUXDU\������ZDV�DQ�LPSRUWDQW�IDFWRU�IRU�FRVW�SXVK�LQIODWLRQ��,W�LQFUHDVHG�SULFHV�RI�LPSRUWHG JRRGV�DQG�UDLVHG�WKH�GRPHVWLF�FRVW�RI�SURGXFWLRQ�RI�PDQ\�JRRGV�DQG�VHUYLFHV����LY��,QFUHDVLQJ�LQWHUHVW�UDWHV�LV�DQRWKHU�LPSRUWDQW�FRVW�SXVK�IDFWRU��,W�LQFUHDVHV�WKH�FRVW�RI�ERUURZHG�FDSLWDO��ZKLFK�ZLOO�FRQWULEXWH�WR�UDLVLQJ�WKH�FRVW�RI�SURGXFWLRQ��7KH�ELDVHG�FDSLWDO�VWUXFWXUH�LQ�IDYRU�RI�ERUURZHG�FDSLWDO�YLV�j�YLV�VHOI�ILQDQFLQJ��LV�D�FRPPRQ�SKHQRPHQRQ�LQ�PDQ\�SXEOLF�DQG�SULYDWH�HQWHUSULVHV��7KLV�JLYHV�UHODWLYHO\�KLJKHU�ZHLJKW�WR�WKH�FRVW�RI�FDSLWDO�ERUURZLQJ��OHQGLQJ�LQWHUHVW�UDWHV��LQ�UDLVLQJ�WRWDO�FRVWV�RI�SURGXFWLRQ�7KH�PDLQ�FDXVHV�RI�GHPDQG�SXOO�LQIODWLRQ�DUH��WKH�EXGJHW�GHILFLW��HVSHFLDOO\�ZKHQ�ILQDQFHG�E\�ERUURZLQJ�IURP�WKH�&HQWUDO�%DQN��GRPHVWLF�FUHGLW��DQG�ZDJH�LQFUHDVHV��L��7KH�%XGJHW�'HILFLW���(56$3�DGYRFDWHV�WLJKW�ILVFDO�SROLF\��7KH�JRYHUQPHQW�UHGXFHG�WKH�EXGJHW�GHILFLW�WR������RI�*'3�LQ����������7DEOH�����DQG�D�YLUWXDOO\�EDODQFHG�EXGJHW�LV�VXSSRVHG�WR�EH�UHDFKHG�LQ����������*RYHUQPHQW�RI�(J\SW���������7KH�EXGJHW�GHILFLW�LV�EHLQJ�LQFUHDVLQJO\�ILQDQFHG�IURP�UHDO�UHVRXUFHV�E\�VHOOLQJ�WUHDVXU\ ELOOV�WR�WKH�SXEOLF�DQG�WKH�EDQNV�7KHUH�LV�OHVV�UHOLDQFH�RQ�ERUURZLQJ�IURP�WKH�&HQWUDO�%DQN��'RPHVWLF�EDQN�ILQDQFLQJ�RI�WKH�EXGJHW�GHILFLW�ZDV�QHJDWLYH�LQ���������DQG�DIWHU��7DEOH�����7KLV�PHDQV�WKDW�DIWHU�(56$3¶V�LPSOHPHQWDWLRQ��WKH�EXGJHW�GHILFLW�LV�QR�ORQJHU�D�IDFWRU�RI�GHPDQG�SXOO�LQIODWLRQ�LQ�(J\SW���LL��'RPHVWLF�&UHGLW��(56$3�KDG�D�VWURQJ�LPSDFW�RQ�GRPHVWLF�FUHGLW��LWV�DYHUDJH�DQQXDO�JURZWK�UDWH�IHOO�IURP�����LQ���������DQG����������WR�RQO\������LQ����������ODWHU�LQFUHDVLQJ�WR�������LQ����������&HQWUDO�%DQN�RI�(J\SW���7KLV�VKRZV�KRZ�VWURQJ�WKH�(56$3¶V�ILVFDO�DQG�PRQHWDU\�SROLFLHV�DUH��WR�FDXVH�VXFK�D�ODUJH�DQG�DEUXSW�GURS�LQ�WKH�JURZWK�UDWH�RI�GRPHVWLF�FUHGLW��:KLOH�WKLV�GURS��DQG�WKH�WLJKW�ILVFDO�SROLFLHV��LPSO\�WKH�VXFFHVV�RI�WKH�(J\SWLDQ�JRYHUQPHQW�LQ�UHGXFLQJ�WKH�DJJUHJDWH�GHPDQG�VKDUSO\�RYHU�D�VKRUW�SHULRG�RI�WLPH��LW�KDG�D�VWURQJ�UHGXFLQJ�HIIHFW�RQ�WKH�JURZWK�UDWHV�RI�RXWSXW�DQG�HPSOR\PHQW��7KH�*'3�JURZWK�UDWH�IHOO�IURP�DQ�DQQXDO�DYHUDJH�RI������LQ���������DQG���������WR������DQG������LQ���������DQG���������UHVSHFWLYHO\��7DEOH�����7KH�DQQXDO�JURZWK�UDWH�RI�HPSOR\PHQW�IHOO�DOVR��+RZHYHU��WKH�UDWH�RI�JURZWK�RI�GRPHVWLF�FUHGLW�GLG�QRW�FRQWLQXH�DW�WKLV�ORZ�OHYHO��7R�HQFRXUDJH�LQYHVWPHQW�DQG�RXWSXW�H[SDQVLRQ��PRQHWDU\�SROLF\�ZDV�UHOD[HG�WR�VRPH�H[WHQW�E\�ORZHULQJ�LQWHUHVW�UDWHV�DQG�UHOD[LQJ�FUHGLW�FHLOLQJV�LQ�WKH�EDQNLQJ�V\VWHP��7KLV�EURXJKW�D�ULVH�LQ�GRPHVWLF�FUHGLW�RI�������DQG�������LQ���������DQG����������&HQWUDO�%DQN�RI�(J\SW���LLL��:DJH�,QFUHDVHV���5HJDUGLQJ�WKH�SRVVLEOH�LQIODWLRQDU\�LPSDFW�RI WKH�LQFUHDVH�LQ�ZDJHV�RQ�DJJUHJDWH�GHPDQG��UHDO�ZDJHV�LQ�WKH�JRYHUQPHQW�DQG�SXEOLF�VHFWRUV�KDYH�EHHQ�IDOOLQJ�LQ�(J\SW�VLQFH�WKH�VHYHQWLHV��DV�QRWHG�DERYH��:DJHV�LQ�WKH�SULYDWH�VHFWRU�VHHP�WR�EH�OLQNHG�WR�
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WKRVH�LQ�WKH�SXEOLF�VHFWRU��7KLV�LV�UHIOHFWHG�LQ�WKH�FORVH�VLPLODULW\�LQ�WKH�GLVWULEXWLRQ�SDWWHUQ�RI�ZDJHV�LQ�ERWK�VHFWRUV��,Q�SULYDWH�HVWDEOLVKPHQWV�RI����ZRUNHUV�DQG�PRUH��HPSOR\HHV�ZKR�UHFHLYHG�PRQWKO\�HDUQLQJV�RI�/(�����DQG�PRUH�LQ�'HFHPEHU������UHSUHVHQWHG�����RI�WKH�WRWDO��FRPSDUHG�WR�������RI�HPSOR\HHV�LQ�WKH�SXEOLF�VHFWRU�UHFHLYLQJ�WKH�VDPH�HDUQLQJV��FDOFXODWHG�IURP��:RUOG�%DQN���������7KXV��ZLWK�WKH�VLPLODULW\�RI�WKH�ZDJH�GLVWULEXWLRQ�SDWWHUQV�DQG�OHYHOV�LQ�WKH�SULYDWH�DQG�SXEOLF�VHFWRUV��WKH�GHFUHDVH�LQ�UHDO�ZDJHV�LQ�WKH�SULYDWH�VHFWRU�VKRXOG�EH�FORVH�WR�WKH�GHFUHDVH�LQ�WKH�SXEOLF�VHFWRU�ZDJHV��&RQVHTXHQWO\��ZDJHV�VKRXOG�QRW�EH�FRQVLGHUHG�DQ�LQIODWLRQDU\�IDFWRU�LQ�(J\SW��)URP�WKH�DERYH��RQH�FDQ�VD\�WKDW�(56$3�KDV�HIIHFWLYHO\�UHVWUDLQHG�WKH�FDXVHV�RI�GHPDQG�SXOO�LQIODWLRQ��\HW�DFWLYDWHG�WKH�FDXVHV IRU�FRVW�SXVK�LQIODWLRQ��,W�PD\�EH�DUJXHG�WKDW�WKH�FRVW�SXVK�IDFWRUV�DUH�VXSSRVHG�WR�UDLVH�SULFHV�RQFH�DQG�IRU�DOO��7KLV�LV�QRW�DXWRPDWLFDOO\�WUXH��IRU�LW�LV�VXEMHFW�WR�WKH�SROLF\�PHDVXUHV�DSSOLHG�LQ�PDQDJLQJ�WKH�HFRQRP\�DIWHUZDUGV��)RU�H[DPSOH��SRXQG�GHYDOXDWLRQ�DQG�UDLVLQJ�LQWHUHVW�UDWHV�KDYH�WKH�SRWHQWLDO�WR�EH�FRQWLQXRXV�VRXUFHV�RI�FRVW�LQFUHDVH��HYHU\�GHYDOXDWLRQ�UHTXLUHV�IXUWKHU�LQFUHDVHV�LQ�GRPHVWLF�HQHUJ\�SULFHV�WR�UHDFK�WKH�WDUJHWHG�LQWHUQDWLRQDO�OHYHO��(YHQ�WKH�LQFUHDVH�LQ�LQGLUHFW�WD[HV�DQG�WKH�XSZDUG�DGMXVWPHQW�LQ�SULFHV�RI�VRPH�JRRGV�DQG�VHUYLFHV�DUH�QRW�PDGH�RQFH�DQG�IRU�DOO��EXW�WDNH�SODFH�RYHU�VRPH�\HDUV��OLNH�UDLVLQJ�HQHUJ\�DQG�WUDQVSRUWDWLRQ�SULFHV��DQG�EURDGHQLQJ�WKH�EDVH�RI�WKH�VDOHV�WD[���%HVLGHV��WKRVH�FRVW�SXVK�IDFWRUV�ZLOO�KDYH�LQGLUHFW�LPSDFW�RQ�UDLVLQJ�SULFHV�RI�RWKHU�JRRGV�DQG�VHUYLFHV��VLQFH�WKHLU�SURGXFHUV�KDYH�WR�UDLVH�WKHLU�LQFRPH�WR�PHHW�WKH�ULVH�LQ�SULFHV��H�J��UDLVLQJ�WKH�SURILW�PDUJLQ�RI�GLIIHUHQW�JRRGV�DQG�VHUYLFHV���:KDW�LV�WKH�QHW�HIIHFW�RI�(56$3�RQ�LQIODWLRQ�LQ�(J\SW" 7KLV�DVVHVVPHQW�VKRXOG�EH�PDGH�ZLWK�FDXWLRQ��7KH�RIILFLDO�GDWD�RI�WKH�FRQVXPHU�SULFH�LQGH[��&3,��DUH�ELDVHG�GRZQZDUG�EHFDXVH�RI�WKH�FRPPRGLW\�EDVNHW�FKRVHQ��DQG�WKH�XQUHDOLVWLFDOO\�ORZ�SULFHV�XVHG�IRU�FDOFXODWLQJ�WKH�FRVW�RI�JRRGV�DQG�VHUYLFHV�LQ�WKH�EDVNHW��H�J��KRXVLQJ�UHQWV��HGXFDWLRQ�DQG�KHDOWK�H[SHQGLWXUHV���7KH�ULVH�LQ�WKH�&3,�ZDV�������LQ���������FRPSDUHG�WR�������WKH�SUHYLRXV�\HDU��DQG�FRPSDUHG�WR�DQ�DYHUDJH�DQQXDO�LQFUHDVH�LQ�WKH�&3,�RI�������RYHU�WKH�SHULRG��������±���������7DEOH�����7KLV�PHDQV�WKDW�GHVSLWH�WKH�VWURQJ�FRQWUDFWLRQDU\�LPSDFW�RI�(56$3�RQ�WKH�LQIODWLRQDU\�GHPDQG�SXOO�IDFWRUV��DQ�LQIODWLRQ�UDWH�RI�������ZDV�UHDOL]HG�LQ����������+RZHYHU��WKH�LQIODWLRQ�UDWH�GURSSHG�FRQVLGHUDEO\�DIWHU�WKDW�\HDU��IDOOLQJ�WR�������LQ���������DQG�WR������LQ����������7DEOH����
,PSDFW�RQ�2XWSXW�DQG�(PSOR\PHQW7R�DVVHVV�WKH�LPSDFW�RI�(56$3�RQ�WKH�VXSSO\�VLGH�RI�WKH�(J\SWLDQ�HFRQRP\��ZH�H[DPLQH�WKH�SHUIRUPDQFH�RI�RXWSXW�DQG�HPSOR\PHQW�
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2XWSXW� 7R�DVVHVV�WKH�LPSDFW�RI�(56$3�RQ�RXWSXW��WKH�GHYHORSPHQWV�LQ�IRXU�LQGLFDWRUV�LQ�WKH�SHULRG�SUHFHGLQJ�(56$3�ZLOO�EH�H[DPLQHG��DQG�WKH�LPSDFW�RI�WKH�LPSOHPHQWDWLRQ�RI�(56$3�RQ�WKHP�ZLOO�EH�DVVHVVHG��7KRVH�LQGLFDWRUV�DUH��VDYLQJV��LQYHVWPHQWV��*'3�JURZWK�UDWH��DQG�LQFRPH�SHU�FDSLWD��,W�VKRXOG�EH�PHQWLRQHG�WKDW�WKLV�LV�D�SUHOLPLQDU\�DVVHVVPHQW�RI�(56$3��VLQFH�WKH�WKLUG�SKDVH�RI�WKH�SURJUDP�KDV�MXVW�VWDUWHG�LQ�2FWREHU�������L��*URVV�GRPHVWLF�VDYLQJ�DYHUDJHG������RI�*'3�RYHU�WKH�SHULRG��������±���������ZKLOH�JURVV�GRPHVWLF�LQYHVWPHQW�DYHUDJHG�������RI�*'3��LQGLFDWLQJ�DQ�DYHUDJH�VDYLQJ�LQYHVWPHQW�JDS�RI�������RI�*'3��7KH�SULFLQJ�SROLFLHV�DQG�WKH�H[FKDQJH�UHIRUP�LQ�(56$3�LQFUHDVH�WKH�FRVW�RI�OLYLQJ��:LWK�D�IDOOLQJ�LQFRPH�SHU�FDSLWD��7DEOH�����WKH�UHODWLYH�VKDUH�RI�FRQVXPSWLRQ�H[SHQGLWXUH�LQ�DYHUDJH�LQGLYLGXDO
V�LQFRPH�LV�H[SHFWHG�WR�ULVH��EHFDXVH�RI�WKH�UHODWLYHO\�ODUJH�PDUJLQDO�SURSHQVLW\�WR�FRQVXPH��03&��DW�ORZHU�LQFRPH��ORZHULQJ��WKXV��DYHUDJH�LQGLYLGXDO
V�VDYLQJ�RQ�WKH�QDWLRQDO�OHYHO��6LQFH�SULYDWH�FRQVXPSWLRQ�UHSUHVHQWV�WKH�ODUJHVW�VKDUH�LQ�WRWDO�FRQVXPSWLRQ²LW�ZDV�������RI�*'3 DV�FRPSDUHG�WR�������SXEOLF�FRQVXPSWLRQ�LQ����������7DEOH���²WKLV�EHKDYLRU�LV�VXSSRVHG�WR�KDYH�D�VLJQLILFDQW�LPSDFW�RQ�UDLVLQJ�WRWDO�FRQVXPSWLRQ�DQG�GHFUHDVLQJ�JURVV�GRPHVWLF�VDYLQJV��2Q�WKH�RWKHU�KDQG��WKH�ODUJH�LQFUHDVH�LQ�LQWHUVW�UDWHV�RQ�GHSRVLWV�LV�H[SHFWHG�WR�HQFRXUDJH�GRPHVWLF�VDYLQJV��7KXV��WKH�OHYHO�RI�GRPHVWLF�VDYLQJ�ZLOO�EH�WKH�QHW�RXWFRPH�RI�WKHVH�WZR�RSSRVLQJ�HIIHFWV�RI�(56$3�PHDVXUHV�$FFRUGLQJ�WR�WKH�UHFHQW�GDWD�DYDLODEOH��WKH�QHJDWLYH�HIIHFW�RQ�VDYLQJV�RYHUUXOHG�WKH�SRVLWLYH�RQH�OHDGLQJ�WR�D IDOO�LQ�JURVV�GRPHVWLF�VDYLQJV��,W�IHOO�IURP�������RI�*'3�LQ���������WR������DQG������RI�*'3�LQ���������DQG����������DQG�ZDV�SURMHFWHG�E\�WKH�:RUOG�%DQN�WR�EH������RI�*'3�LQ�����������LL��7KH�VHFRQG�LQGLFDWRU�LV�WKH�UHODWLYH�VKDUH�RI�JURVV�GRPHVWLF�LQYHVWPHQW�LQ�*'3��WKLV�GHFUHDVHG�IURP�������LQ����������WR�������LQ����������7DEOH�����7KLV�UHIOHFWV�WKH�IDOO�LQ�SXEOLF�VHFWRU�LQYHVWPHQW�ZKLFK�UHSUHVHQWHG�DERXW�WKUHH�TXDUWHUV�RI�JURVV�GRPHVWLF�LQYHVWPHQW��3XEOLF�LQYHVWPHQW�IHOO�IURP�������RI�*'3�LQ���������WR�������LQ����������(56$3�ZDV�H[SHFWHG�WR�KDYH�D�QHJDWLYH�LPSDFW�RQ�LQYHVWPHQW�LQ�WKH�VKRUW�UXQ�IRU�WZR�UHDVRQV��WKH�PRQHWDU\�SROLF\�DSSOLHG�UHGXFHG�WKH�JURZWK�UDWH�RI�GRPHVWLF�FUHGLW�WR������LQ���������IURP�DQ�DYHUDJH�UDWH�RI�����EHWZHHQ�����±����&HQWUDO %DQN�RI�(J\SW������������DOVR��WKH�WLJKW�ILVFDO�SROLF\�UHGXFHG�LQYHVWPHQW�H[SHQGLWXUH�LQ�WKH�JRYHUQPHQW�EXGJHW�E\�������EHWZHHQ�����±����FDOFXODWHG�IURP�7DEOH�����7KLV�ZDV�H[SHFWHG�WR�KDYH�D�VLJQLILFDQW�QHJDWLYH�LPSDFW�RQ�WRWDO�LQYHVWPHQW��VLQFH�JRYHUQPHQW�LQYHVWPHQW�UHSUHVHQWHG�WKH�ODUJHVW�VKDUH�LQ�WRWDO�JURVV�GRPHVWLF�LQYHVWPHQW�2Q�WKH�RWKHU�KDQG��WKH�SXEOLF�VHFWRU�UHIRUP�DLPV�WR�FRPSHQVDWH�IRU�WKH�IDOO�LQ�JRYHUQPHQW�LQYHVWPHQW�E\�LQFUHDVHG�SULYDWH�LQYHVWPHQW�WKURXJK�SULYDWL]DWLRQ��DQG�LPSURYLQJ�WKH�
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LQYHVWPHQW�HQYLURQPHQW�E\�LQWURGXFLQJ�DSSURSULDWH�UHJXODWLRQV�WR�HQFRXUDJH�SULYDWH�VHFWRU�SDUWLFLSDWLRQ��7KHVH�PHDVXUHV�DUH�DOVR�PHDQW�WR�DWWUDFW�IRUHLJQ�FDSLWDO�LQWR�(J\SW��+RZHYHU��WKH�SRXQG�GHYDOXDWLRQ�DQG�KLJK�GLIIHUHQWLDOV�EHWZHHQ�GRPHVWLF�DQG�LQWHUQDWLRQDO�LQWHUHVW�UDWHV�PD\�PDNH�GHSRVLWV�LQ�(J\SWLDQ�SRXQGV�D�PRUH�DWWUDFWLYH�DOWHUQDWLYH�IRU�SULYDWH�FDSLWDO��7KH�ILQDO�RXWFRPH�RQ�LQYHVWPHQW�ZDV�QHJDWLYH��DV�WKH�GDWD�XS�WR���������UHYHDOV��7KH�LQFUHDVH�LQ�SULYDWH�LQYHVWPHQW��GRPHVWLF�DQG�IRUHLJQ��ZDV�QRW HQRXJK�WR�FRPSHQVDWH�IRU�WKH�IDOO�LQ�SXEOLF�LQYHVWPHQW��,QYHVWPHQW�IHOO�IURP�������RI�*'3�LQ���������WR�������DQG�������RI�*'3�LQ���������DQG���������UHVSHFWLYHO\��DQG�LV�SURMHFWHG�WR�EH�������RI�*'3�LQ����������7DEOH�����'HVSLWH�WKH�IDOO�LQ�LQYHVWPHQW��WKH�VDYLQJ�LQYHVWPHQW�JDS�LV�VWLOO�KLJK�GXH�WR�WKH�ORZ�VDYLQJV�UDWH��������RI�*'3�LQ���������DQG����������DQG�SURMHFWHG�DW�������LQ�����������LLL��7KH�WKLUG�LQGLFDWRU�RI�WKH�SHUIRUPDQFH�RI�WKH�(J\SWLDQ�HFRQRP\��FRUUHODWLQJ�WR�LQYHVWPHQW�GHYHORSPHQW��LV�WKH�JURZWK�UDWH�RI�*'3��7KH�DYHUDJH�JURZWK�UDWH�RI�*'3�RYHU�WKH�SHULRG�����������������ZDV�������7DEOH�����7KH�LPSDFW�RI�(56$3�RQ�*'3�GHSHQGV�RQ�LWV�QHW�HIIHFW�RQ�LQYHVWPHQW��ZKLFK�ZDV�QHJDWLYH�VR�IDU��DV�VKRZQ�DERYH��7R�LQFUHDVH�RXWSXW��WRWDO�LQYHVWPHQW�KDV WR�EH�LQFUHDVHG��$FFRUGLQJ�WR�(56$3��JRYHUQPHQW�UHYHQXH�IURP�VHOOLQJ�SXEOLF�HQWHUSULVHV�VKRXOG�QRW�EH�UHLQYHVWHG��7KLV�PHDQV�WKDW�WKH�GLUHFW�LPSDFW�RI�SULYDWL]DWLRQ�RQ�LQYHVWPHQW�LV�QLO��SULYDWH�LQYHVWPHQW�LV�MXVW�UHSODFLQJ�SXEOLF�LQYHVWPHQW��ZLWK�QR�QHW�DGGLWLRQ�WR�WRWDO�LQYHVWPHQW��2Q�WKH�RWKHU�KDQG��(56$3
V�PHDVXUHV�GLG�QRW�VXFFHHG��VR�IDU��WR�LQFUHDVH�SULYDWH�LQYHVWPHQW��GRPHVWLF�DQG�IRUHLJQ��DW�D�UDWH�KLJKHU�WKDQ�WKH�IDOO�LQ�SXEOLF�LQYHVWPHQW��7KH�UHVXOW�ZDV�WKH�IDOO�LQ�*'3�JURZWK�UDWH�WR������DQG������LQ���������DQG���������UHVSHFWLYHO\��+RZHYHU��WKLV�ZDV�SURMHFWHG�E\�WKH�:RUOG�%DQN�WR�UHDFK������LQ�����������LY��7KH�IRXUWK�LQGLFDWRU�LV�WKH�GHYHORSPHQW�LQ�LQFRPH�SHU�FDSLWD��7KH�DQQXDO�LQFRPH�SHU�FDSLWD�JURZWK�UDWH�ZDV������LQ���������DQG�]HUR�LQ�WKH WZR�\HDUV�SUHFHGLQJ�(56$3���������������������VHH�7DEOH�����7KH�LPSDFW�RI�(56$3�RQ�UHDO�LQFRPH�SHU�FDSLWD�GHSHQGV�RQ�WKH�UHDO�*'3�JURZWK�UDWH�DQG�WKH�SRSXODWLRQ�JURZWK�UDWH��7KH�ODWWHU�ZDV������LQ�WKH�HLJKWLHV��&$30$6���������7KLV�PHDQV�WKDW�WKH�UHDO�*'3�JURZWK�UDWH�KDV�WR�H[FHHG������DQQXDOO\��QRW�D�IHDVLEOH�WDUJHW��7KH�UHVXOW�ZDV�D�QHJDWLYH�LQFRPH�SHU�FDSLWD�JURZWK�UDWH�LQ���������DQG�DIWHUZDUGV��WKRXJK�ZLWK�VRPH�LPSURYHPHQW��7KH�LQFRPH�SHU�FDSLWD�JURZWK�UDWH�IHOO�WR�������LQ���������DQG�LV�SURMHFWHG�WR�EH�������LQ����������,PSDFW�RQ�(PSOR\PHQW$FFRUGLQJ�WR���������GDWD��ZKLFK�DUH�WKH�ODWHVW�DYDLODEOH��WKH�WRWDO�ODERU�IRUFH�LQ�(J\SW�LV������PLOOLRQ�RI�D�WRWDO�SRSXODWLRQ�RI������PLOOLRQ��:RUOG�%DQN�������7DEOH�������UHSUHVHQWLQJ�
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������RI�WKH�SRSXODWLRQ��2I�WKLV�ODERU�IRUFH������PLOOLRQ�DUH�XQHPSOR\HG��PDNLQJ�DQ�XQHPSOR\PHQW�UDWH�RI�������LQ����������:RUOG�%DQN���������7KH�FXUUHQW�DFWXDO�UDWH�RI�XQHPSOR\PHQW�VHHPV�KLJKHU�WKDQ�WKLV��E\�VHYHUDO�LQGLFDWRUV��6RPH�HVWLPDWHV�RI�XQHPSOR\PHQW�UDQJH�EHWZHHQ��±��PLOOLRQ�SHUVRQV��UHSUHVHQWLQJ�DERXW���±����RI�WKH�ODERU�IRUFH��86�(PEDVV\���������$FFRUGLQJ�WR������GDWD��������RI�WKH�XQHPSOR\HG�DUH�QHZFRPHUV�WR�WKH�ODERU�PDUNHW��DQG�RQO\�������RI�WKH�XQHPSOR\HG�UHODWHV�WR�SUHYLRXVO\�HPSOR\HG�ZRUNHUV��7KLV�ORZ�LQFLGHQFH�RI�XQHPSOR\PHQW�DPRQJ�SUHYLRXVO\�HPSOR\HG�ZRUNHUV�VKRXOG�EH�LQWHUSUHWHG�LQ�WKH�FRQWH[W�RI�WKH�SUHYDLOLQJ�ODERU�ODZV�WKDW�PDNH�OD\LQJ�RII�ZRUNHUV�YHU\�GLIILFXOW�LQ�ERWK�SXEOLF�DQG�SULYDWH�HQWHUSULVHV��7KH�JRYHUQPHQW�VHFWRU��DQG�WR�D�OHVVHU�H[WHQW��SXEOLF�HQWHUSULVHV��DUH�RYHUVWDIIHG�EHFDXVH�RI�WKH�JUDGXDWHV
�HPSOR\PHQW�SROLF\�WKDW�ZDV�LQ�HIIHFW�XQWLO�D�IHZ�\HDUV�DJR����,I�WKH�ODERU�ODZV�DUH�FKDQJHG�WR�DOORZ�ZRUNHU�OD\�RIIV�DV�DGYRFDWHG�E\�(56$3��WKH�XQHPSOR\PHQW�UDWH�RI�SUHYLRXVO\�HPSOR\HG�ZRUNHUV�ZLOO�LQFUHDVH�(56$3�DIIHFWV�WKH�ODERU�PDUNHW�WKURXJK�WZR�PDLQ�FKDQQHOV���L��WKURXJK�LWV�LPSDFW�RQ�WRWDO�SURGXFWLRQ��DQG��LL��WKURXJK�LPSOHPHQWDWLRQ�RI�SXEOLF�HQWHUSULVH�UHIRUP��L��7KH�PDLQ�IDFWRU�DIIHFWLQJ�HPSOR\PHQW�LV�WKH�UDWH�RI�JURZWK�RI�RXWSXW�DQG�SURGXFWLYLW\�*LYHQ�SURGXFWLYLW\��WKH�KLJKHU�WKH�RXWSXW�JURZWK�UDWH��WKH�PRUH�HPSOR\PHQW�RSSRUWXQLWLHV�ZLOO�EH�FUHDWHG�LQ�WKH�HFRQRP\��$V�VHHQ�DERYH��(56$3
V�PRQHWDU\�DQG�ILVFDO�UHIRUPV�KDYH�KDG�FRQWUDFWLRQDU\�LPSDFW�RQ�WRWDO�LQYHVWPHQW�DQG�*'3�JURZWK��$OWKRXJK�VRPH�UHOD[LQJ�RI�GRPHVWLF�FUHGLW�FRQVWUDLQWV�KDV�WDNHQ�SODFH��ZKDW�LV�PRVW�LPSRUWDQW�LV�UHVSRQVH�RI�WKH�EXVLQHVV�VHFWRU��SXEOLF�DQG�SULYDWH��WR�WKHVH�FKDQJHV��%HVLGHV�WKH�GRPHVWLF�FUHGLW�FHLOLQJ��WKH�EXVLQHVV�VHFWRU�UHVSRQVH�ZLOO�GHSHQG�RQ�RWKHU�IDFWRUV��OLNH�WKH OHQGLQJ�LQWHUHVW�UDWHV�DQG�WKH�RXWFRPH�RI�SXEOLF�HQWHUSULVH�UHIRUP�DQG�WUDGH�OLEHUDOL]DWLRQ��,W�LV�VWLOO�WRR�HDUO\�WR�DVVHVV�WKH�LPSDFW�RI�(56$3�RQ�*'3�LQ�WKH�PHGLXP�DQG�ORQJ�WHUPV��%XW�LQ�WKH�VKRUW�WHUP��MXGJLQJ�E\�ZKDW�KDV�KDSSHQHG�VR�IDU��WKH�ORZ�UDWH�RI�*'3�JURZWK�KDV�DGYHUVH�LPSOLFDWLRQV�IRU�HPSOR\PHQW��LL��7KH�LPSDFW�RI�SULYDWL]DWLRQ�RQ�HPSOR\PHQW�LV�QHJDWLYH��DW�OHDVW�LQ�WKH�VKRUW�WHUP��DV�WKH�H[SHULHQFH�RI�RWKHU�FRXQWULHV�VKRZV��7KH�RYHUVWDIIHG�HQWHUSULVHV�FDQQRW�EH�VROG�WR�SULYDWH�RZQHUV�XQOHVV�WKH�QHZ�RZQHUV�DUH�SHUPLWWHG�WR�OD\�RII�ZRUNHUV��&KDQJHV�LQ�WKH�ODERU�ODZ�DUH�H[SHFWHG�WR�DGGUHVV�WKLV�LVVXH��7KLV�LV�H[SHFWHG�WR�UDLVH�XQHPSOR\PHQW�DPRQJ�SUHYLRXVO\�HPSOR\HG�ZRUNHUV�WR�PRUH�WKDQ�WKH�SUHYDLOLQJ������OHYHO��7KH�,0)�DQG�:RUOG�%DQN�DUH�TXLWH�DZDUH�RI�WKLV�SUREOHP��DQG�VRPH�IXQGV�DUH�DOORFDWHG�WKURXJK�6$/�DQG�WKH�6RFLDO�)XQG�IRU�WUDLQLQJ�SURJUDPV�WR�HQKDQFH�ZRUNHU�PRELOLW\��$OVR��
��2IILFLDOO\��WKH�JUDGXDWH�HPSOR\PHQW�SROLF\�LV�QRW�HOLPLQDWHG�\HW��EXW�SUDFWLFDOO\��LW�LV�DSSOLHG�RQ�D�VPDOO�VFDOH�DQG�ZLWK�D�ODJ�SHULRG�RI�DERXW�HLJKW�\HDUV�DIWHU�JUDGXDWLRQ��
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XQHPSOR\PHQW�LQVXUDQFH�LV�UHFRPPHQGHG�E\�(56$3�WR�PLQLPL]H�WKLV�HIIHFW�RI�SULYDWL]DWLRQ��%XW�WKH�TXHVWLRQ�LV�KRZ�VXIILFLHQW�DUH�WKRVH�PHDVXUHV�WR�FRSH�ZLWK�WKH�SUREOHP��LQ�����������PLOOLRQ�ZRUNHUV�ZHUH�HPSOR\HG�LQ�SXEOLF�HQWHUSULVHV��&$30$6������D��/D\LQJ�RII�ZRUNHUV�LQ�SXEOLF�HQWHUSULVHV�LV�H[SHFWHG�WR�RFFXU�WKURXJK�SULYDWL]DWLRQ��DQG�DOVR�WKURXJK�UHIRUPLQJ�HQWHUSULVHV�WKDW�UHPDLQ�LQ�WKH�SXEOLF�VHFWRU��7KH�QHZ�ODERU�ODZ�ZLOO�SUREDEO\�DOORZ�PDQDJHUV�RI�WKRVH�HQWHUSULVHV�WR�OD\�RII�ZRUNHUV�DFFRUGLQJ�WR�QHHG��$FFRUGLQJO\��ZLWK�LPSOHPHQWDWLRQ�RI�SXEOLF�HQWHUSULVH�UHIRUP��DERXW�RQH�TXDUWHU�RI�ZRUNHUV�LQ�SXEOLF�HQWHUSULVHV��L�H����������ZRUNHUV��PD\�EH�ODLG�RII��:%������D���)LQDQFH�VKRXOG�EH�DYDLODEOH�IRU�UHWUDLQLQJ�DQG�FUHDWLQJ�MREV�IRU�ODLG�RII�ZRUNHUV��(VWLPDWLQJ�WKDW�/(������SHU�ZRUNHU�LV�QHHGHG�IRU�WKLV�SXUSRVH��:RUOG�%DQN������D���D�WRWDO�RI�/(�����ELOOLRQ�ZLOO�EH QHHGHG��/D\LQJ�RII���������ZRUNHUV�PHDQV�DQ�LQFUHDVH�RI������RU�PRUH�LQ�WKH�XQHPSOR\HG�SUHYLRXVO\�HPSOR\HG����������LQ�������VHH�&$30$6������D���+RZHYHU��SULYDWL]DWLRQ�DQG�UHIRUPLQJ�SXEOLF�HQWHUSULVHV�ZLOO�QRW�EH�FDUULHG�RXW�ZLWKLQ�RQH�\HDU��7KH�HVWLPDWHG LPSDFW�RQ�XQHPSOR\PHQW�ZLOO�EH�GLVWULEXWHG�RYHU�D�QXPEHU�RI�\HDUV��WKH�VDPH�DSSOLHV�WR�WKH�ILQDQFLDO�UHVRXUFHV�QHHGHG�IRU�ZRUNHU�UHWUDLQLQJ�DQG�MRE�FUHDWLRQ��7KH�VORZHU�WKH�LPSOHPHQWDWLRQ�RI�SXEOLF�HQWHUSULVH�UHIRUP��WKH�VPDOOHU�WKH�QHJDWLYH�LPSDFW�RQ�XQHPSOR\PHQW�DQG�WKH�ORZHU�WKH�ILQDQFLDO�EXUGHQ�WKH�HFRQRP\�KDV�WR�EHDU�DQQXDOO\�7R�KDYH�D�SRVLWLYH�LPSDFW�RQ�HPSOR\PHQW�RI�QHZFRPHUV�WR�WKH�ODERU�PDUNHW��SULYDWL]DWLRQ�PXVW�FUHDWH�QHZ�MREV�DW�D�KLJKHU�UDWH�WKDQ�SXEOLF�HQWHUSULVHV�GR��7KLV�DVVXPSWLRQ�LV�GLIILFXOW�WR�DFFHSW�LQ�WKH�VKRUW²DQG�SUREDEO\�PHGLXP²WHUPV��EHFDXVH�KLULQJ�FRQGLWLRQV�DUH�PRUH�VWULFW�LQ�SULYDWH�WKDQ�LQ�SXEOLF�HQWHUSULVHV��2Q�WKH�RWKHU�KDQG��FUHDWLQJ�HQRXJK�MREV�IRU�WKH�QHZO\�XQHPSOR\HG�GHSHQGV�PDLQO\�RQ�WKH�UDWH�RI�*'3�JURZWK��ZKLFK�ODUJHO\�GHSHQGV�RQ�LQYHVWPHQW��JLYHQ�SURGXFWLYLW\��0HDVXUHV�WR�UHGXFH�LQYHVWPHQW�ILJXUH�SURPLQHQWO\�LQ�WKH�SROLF\�SDFNDJH��,W�LV�LPSOLFLWO\�DVVXPHG�WKDW�UHIRUPLQJ�WKH�HFRQRP\�WRZDUG�D�PDUNHW�RULHQWHG�EDVH�ZLOO�FUHDWH�WKH�DSSURSULDWH�HQYLURQPHQW�WR�DWWUDFW�GRPHVWLF�DQG�IRUHLJQ�LQYHVWPHQW�DQG�LQFUHDVH�*'3�JURZWK�UDWH��$OWKRXJK�LW�LV�VWLOO�WRR�HDUO\�WR�WHOO��WKLV�KDV�QRW�PDWHULDOL]HG�VR�IDU��DV�LQGLFDWHG�E\�WKH�ORZ�JURZWK�UDWH�RI�*'3��7R�VXP�XS��(56$3�FRPSRQHQWV�DUH�HIIHFWLYHO\�GHVLJQHG�WR�UHFWLI\�WKH�LPEDODQFHV�RQ�WKH�GHPDQG�VLGH�RI�WKH�HFRQRP\��EXW�DUH�UHODWLYHO\�SRRUO\�GHVLJQHG�WR�DGGUHVV�WKH�PDLQ�LPEDODQFHV�DQG�ERWWOHQHFNV�RQ�WKH�VXSSO\�VLGH��$FFRUGLQJ�WR�WKH�GHYHORSLQJ�FRXQWULHV�H[SHULHQFHV��WKH�H[SHQGLWXUH�VZLWFKLQJ�PHDVXUHV��H�J��H[FKDQJH�UHIRUP��SULFLQJ�SROLFLHV��HWF����ZKLFK�WKH�)XQG�GHSHQGV�XSRQ�WR�UHFWLI\�WKH�LPEDODQFHV�RQ�WKH�VXSSO\�VLGH��SURYHG�LQDGHTXDWH�WR�DFKLHYH�DQ�HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV��UDLVH�SURGXFWLYLW\��DQG�LQFUHDVH�RXWSXW�
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7KH�6RFLDO�,PSDFW�RI�(56$3$Q�DVVHVVPHQW�RI�WKH�VRFLDO�LPSDFW�RI�(56$3�LV�PDGH�KHUH�E\�H[DPLQLQJ�LWV�HIIHFWV�RQ�SRYHUW\�DQG�LQFRPH�GLVWULEXWLRQ��7KH�ODWHVW�GDWD�DYDLODEOH�RQ�SRYHUW\�DQG�LQFRPH�GLVWULEXWLRQ�LV�LQ�WKH�ODWHVW�([SHQGLWXUH�DQG�,QFRPH�6XUYH\�RI���������,PSDFW�RQ�3RYHUW\���3RYHUW\�LQ�(J\SW��DV�PHDVXUHG�E\�WKH�QXPEHU�RI�KRXVHKROGV�OLYLQJ�DW�RU�EHORZ�WKH�SRYHUW\�OLQH���� LQFUHDVHG�FRQVLGHUDEO\�GXULQJ��������±���������7KH�SHUFHQWDJH�RI�SRRU�KRXVHKROGV�LQFUHDVHG�IURP�������LQ���������WR�������LQ���������LQ�WKH�XUEDQ�VHFWRU��DQG�IURP�������WR�������LQ�WKH�UXUDO�VHFWRU��.RUD\HP���������7KH�LPSDFW�RI�(56$3�RQ�WKH�SRRU�LV�WKURXJK�WKUHH�FKDQQHOV���L��WKH�FRVW�RI�OLYLQJ���LL��LQFRPH�HDUQHG��DQG��LLL��WKH�VRFLDO�VHUYLFHV�SURYLGHG�E\�WKH�JRYHUQPHQW��L��'HYDOXDWLRQ��LQFUHDVHV�LQ�SULFHV�RI�HQHUJ\��WUDQSRUWDWLRQ��SXEOLF�HQWHUSULVH�FRPPRGLWLHV�HWF���WKH�HOLPLQDWLRQ�RI�VXEVLGLHV��DQG�UDLVLQJ�LQGLUHFW�WD[HV�DQG�ZLGHQLQJ�WKHLU�EDVH�DUH�WKH�PDLQ�(56$3�SROLFLHV�WKDW�UDLVH�WKH�FRVW�RI�OLYLQJ��6XEVLGLHV�DUH�JLYHQ�IRU�EDVLF�FRQVXPHU�FRPPRGLWLHV�DQG�VHUYLFHV��OLNH�EDVLF�IRRG�DQG WUDQVSRUWDWLRQ��5HGXFLQJ�WKH�VXEVLG\�ELOO�KXUWV�WKH�SRRU�PRVW��VLQFH�D�ODUJH�SRUWLRQ�RI�WKHLU�EXGJHWV²XS�WR�����IRU�WKH�ORZHVW�H[SHQGLWXUH�GHFLOHV²DUH�VSHQW�RQ�VXEVLGL]HG�EDVLF�IRRG�LWHPV��PRUHRYHU������RI�WKH�XUEDQ�SRSXODWLRQ�LQ�(J\SW�ZHUH�VSHQGLQJ�RQH�ILIWK�WR�RQH�KDOI�RI�WKHLU�DJJUHJDWH�EXGJHW�RQ�WKH�PDLQ�VXEVLGLVHG�IRRG�LWHPV��.RUD\HP���������7KH�SRXQG�GHYDOXDWLRQ�UDLVHV�HQHUJ\�SULFHV��LQFUHDVLQJ�WKH�SULFH�RI�LPSRUWHG�FRPPRGLWLHV��LQFOXGLQJ�EDVLF�IRRG�LWHPV�OLNH�ZKHDW�DQG�IORXU��DQG�SULFHV�RI�LPSRUWHG�FDSLWDO�DQG�LQWHUPHGLDWH�JRRGV��WKLV�LQ�WXUQ�UDLVHV�SURGXFWLRQ�FRVWV�RI�GRPHVWLFDOO\�SURGXFHG�JRRGV��DQG�WKH�JHQHUDO�SULFH�OHYHO��DQG�KHQFH�WKH�FRVW�RI�OLYLQJ��LL��7KH�VHFRQG�FKDQQHO�LV�WKURXJK�LWV�LPSDFW�RQ�LQFRPH��(56$3
V�LPSDFW�RQ�UDLVLQJ�SULFHV�ZLOO�UHGXFH�UHDO�LQFRPHV��7KH�ZRUNLQJ�SRRU��ZKR�DUH�PRVWO\�LOOLWHUDWH�RU�KDYH�ORZ�HGXFDWLRQ�OHYHOV��HDUQ�ORZ�LQFRPHV�DQG�DUH�PRUH�YXOQHUDEOH�WR�LQFUHDVHG�SULFHV��0RUHRYHU��(56$3¶V�WLJKW�PRQHWDU\�DQG�ILVFDO�SROLFLHV�DQG�UHGXFWLRQ�LQ�JRYHUQPHQW�LQYHVWPHQW�ZLOO�GHSUHVV�RYHUDOO�JURZWK�DQG�MRE�FUHDWLRQ��LQ�WKH�VKRUW�WHUP�DW�OHDVW��6LQFH�WKH�SRRU�DUH�WKH�OHDVW�HGXFDWHG��DQG�GR�QRW�KDYH�LQIOXHQWLDO�VRFLDO�FRQQHFWLRQV��WKHLU�FKDQFHV�RI�JHWWLQJ�MREV�ZLOO�EH�UHODWLYHO\�VOLP�ZKHQ�WKH�ODERU�PDUNHW�WLJKWHQV�XS���LLL��7KH�WKLUG�FKDQQHO�LV�WKURXJK�VRFLDO�VHUYLFHV�SURYLGHG�E\�WKH�JRYHUQPHQW�IUHH�RU�DW�ORZ�SULFH��'HVSLWH�WKH�LQFUHDVH�LQ�UHDO�LQYHVWPHQW�LQ�HGXFDWLRQ�DQG�KHDOWK�LQ���������FRPSDUHG�WR�WKH�SUHYLRXV�\HDU���LW�LV�VWLOO�EHORZ�WKH�OHYHO�DFKLHYHG�LQ�WKH�ODWH�HLJKWLHV��.RUD\HP���������
��7KH�SRYHUW\�OLQH�LV�GHILQHG�KHUH�DV�WKH�OHYHO�RI�LQFRPH�WKDW�LV�VXIILFLHQW WR�HQVXUH�D�VDIH�QXWULWLRQDO�OHYHO�IRU�WKH�KRXVHKROG��DV�ZHOO�DV�WR�FRYHU�LWV�PLQLPXP�QRQ�IRRG�UHTXLUHPHQWV�
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�������������������6WDII�5HSRUW�IRU�WKH������$UWLFOH�,9�&RQVXOWDWLRQ�DQG�5HTXHVW�IRU�([WHQGHG�$UUDQJHPHQW��$UDE�5HSXEOLF�RI�(J\SW��$XJXVW����
���������������������,QWHUQDWLRQDO�)LQDQFLDO�6WDWLVWLFV��-XO\�
.KDQ��0RKVLQ�	�0DOFROP�.QLJKW����������6RPH�7KHRUHWLFDO�DQG�(PSLULFDO�,VVXHV�5HODWLQJ�WR� (FRQRPLF�6WDELOL]DWLRQ�LQ�'HYHORSLQJ�&RXQWULHV�� :RUOG�'HYHORSPHQW��9RO���������
.LJXHO��0LJXHO�$��	�1LVVDQ�/LYLDWDQ����������3URJUHVV�5HSRUW�RQ�+HWHURGR[�6WDELOL]DWLRQ�3URJUDPV���)LQDQFH�DQG�'HYHORSPHQW��0DUFK�
.RUD\HP��.DULPD��������µ7KH�,PSDFW�RI�(OLPLQDWLRQ�RI�)RRG�6XEVLGLHV�RQ�WKH�&RVW�RI�/LYLQJ�RI�(J\SW
V�8UEDQ�3RSXODWLRQ¶��,QWHUQDWLRQDO�/DERU�2IILFH��:RUOG�(PSOR\PHQW�3URJUDP�5HVHDUFK��:RUNLQJ�3DSHU�����*HQHYD��$XJXVW�
���������� ���������7KH�$JULFXOWXUDO�2XWSXW�3ULFLQJ�3ROLF\�DQG�WKH�,PSOLFLW�7D[DWLRQ RI�$JULFXOWXUDO�,QFRPH���7KH�3ROLWLFDO�(FRQRP\�RI�,QFRPH�'LVWULEXWLRQ�LQ�(J\SW��LQ�*RXGD�$EGHO�.KDOHN�	�5REHUW�7LJQRU��HGV����1HZ�<RUN��+ROPHV�	�0HLHU�3XEOLVKHUV�,QF�
���������� ��������µ7KH�,PSDFW�RI�(FRQRPLF�$GMXVWPHQW�3ROLFLHV�RQ�9XOQHUDEOH�)DPLOLHV�DQG�&KLOGUHQ�LQ�(J\SW¶��5HSRUW�SUHSDUHG�IRU�7KLUG�:RUOG�)RUXP�DQG�81,&()��(J\SW�
��������� ��������µ7KH�(J\SWLDQ�(FRQRP\�DQG�WKH�3RRU�LQ�WKH�(LJKWLHV���0DLQ�)HDWXUHV�DQG�WKH�,GHQWLILFDWLRQ�RI�WKH�3RRU�¶��,QVWLWXWH�RI�1DWLRQDO�3ODQQLQJ��0HPR��1R��������&DLUR��'HF�
��������� ��������6WUXFWXUDO�$GMXVWPHQW�DQG�5HIRUP�3ROLFLHV�LQ�(J\SW��(FRQRPLF�DQG�6RFLDO�,PSOLFDWLRQV��8QLWHG�1DWLRQV��(FRQRPLF�DQG�6RFLDO�&RPPLVVLRQ�IRU�:HVWHUQ�$VLD��(6&:$���2FWREHU����
���������� ��������3RYHUW\�DQG�,QFRPH�'LVWULEXWLRQ�LQ�(J\SW��7KLUG�:RUOG�)RUXP��0LGGOH�(DVW�2IILFH���&DLUR��0DUFK�
0LQLVWU\�RI�)LQDQFH���������7KH�*RYHUQPHQW�%XGJHW�IRU�)<����������&DLUR��$UDELF��



����

�������� ��������7KH�*RYHUQPHQW�%XGJHW�IRU�)<����������&DLUR��$UDELF��
0LQLVWU\�RI�3ODQQLQJ��(J\SW� ��������7KH�7KLUG�)LYH�<HDU�3ODQ�IRU�(FRQRPLF�DQG�6RFLDO�'HYHORSPHQW��������������������DQG�WKH�)LUVW�<HDU�3ODQ�����������9RO��,��$SULO��$UDELF��
3DVWRU�-U���0DQXHO����������7KH�(IIHFWV�RI�,0)�3URJUDPV�LQ�WKH�7KLUG�:RUOG��'HEDWH�DQG�(YLGHQFH�IURP�/DWLQ�$PHULFD���:RUOG�'HYHORSPHQW��9RO���������
3HRSOH
V�$VVHPEO\��(J\SW����������0LQXWHV�RI�WKH�6HVVLRQV��1R������-XQH�����LQ�$UDELF��5XFFLR��'DYLG�)�����������:KHQ�)DLOXUH�%HFRPHV�6XFFHVV��&ODVV�DQG�WKH�'HEDWH�RYHU�6WDELOL]DWLRQ�DQG�$GMXVWPHQW���:RUOG�'HYHORSPHQW��9RO����������
6DUNDU��3UDELUMLW����������,0)�:RUOG�%DQN�6WDELOL]DWLRQ�3URJUDPV��$�&ULWLFDO�$VVHVVPHQW���(FRQRPLF�DQG�3ROLWLFDO�:HHNO\��2FWREHU�
6RFLDO�)XQG�IRU�'HYHORSPHQW��6)'����������µ$�5HSRUW�RI�WKH�)LQDQFLDO�5HVRXUFHV�RI�WKH�6)'��DQG )LQDQFLQJ�DQG�)ROORZ�XS�RI�WKH�3URJUDPV�DQG�3URMHFWV�¶�$SULO��$UDELF��
6SHQFHU��*UDQW�+�����������)LVFDO�DQG�0RQHWDU\�3ROLFLHV��7KHLU�5ROH�LQ�WKH�$GMXVWPHQW�3URFHVV����LQ�(FRQRPLF�$GMXVWPHQW�3ROLFLHV�DQG�3UREOHPV��6LU�)UDQN�+ROPHV��HG����,0)�
7D\ORU��/DQFH���������9DULHWLHV�RI�6WDELOL]DWLRQ�([SHULHQFH��7RZDUGV�6HQVLEOH�0DFURHFRQRPLFV�LQ�WKH�7KLUG�:RUOG��2[IRUG��&ODUHQGRQ�3UHVV�
8�6��(PEDVV\��&DLUR���������µ)RUHLJQ�(FRQRPLF�7UHQGV�DQG�7KHLU�,PSOLFDWLRQV�IRU�WKH�86¶�9DQ�GH�:DOOH��'RPLQLTXH����������3ROLFLHV�5HGXFLQJ�3RYHUW\���)LQDQFH�DQG�'HYHORSPHQW��9RO����������6HSWHPEHU�
:RUOG�%DQN������D���5HSRUW�DQG�5HFRPPHQGDWLRQ�RI�WKH�3UHVLGHQW�RI�WKH�,QWHUQDWLRQDO�%DQN�IRU�5HFRQVWUXFWLRQ�DQG�'HYHORSPHQW�WR�WKH�([HFXWLYH�'LUHFWRUV�RQ�D�3URSRVHG�6WUXFWXUDO�$GMXVWPHQW�/RDQ�(TXLYDOHQW�WR�86�������0LOOLRQ�WR�(J\SW��-XQH�
������ �����E���µ(J\SW
V�(FRQRP\�LQ�WKH�����
V��&KDOOHQJHV�DQG�2SSRUWXQLWLHV¶��-XQH�
������ �����F���µ(J\SW��$OOHYLDWLQJ�3RYHUW\�GXULQJ�6WUXFWXUDO�$GMXVWPHQW¶��:DVKLQJWRQ��'&�
������ �����G���:RUOG�7DEOHV����������HGLWLRQ�
������ ��������µ(J\SW��)LQDQFLDO�3ROLF\�IRU�$GMXVWPHQW�DQG�*URZWK¶��9ROV��,�	�,,,��2FW�����
������ ��������$UDE�5HSXEOLF�RI�(J\SW��µ(J\SW� ,QWR�WKH�1H[W�&HQWXU\¶��'LVFXVVLRQ�3DSHUV�9RO��,��0DFURHFRQRPLF�)UDPHZRUN���9RO��,,��(J\SW�LQ�WKH�*OREDO�(FRQRP\���0D\�


	Abstract
	Table 3:  Selected Economic Indicators

