
*OREDOL]DWLRQ�DQG�WKH�(FRQRPLF:HOO�%HLQJ�RI�&LWL]HQV$KPHG�*DODO:RUNLQJ�3DSHU�1R����$XJXVW�����

7KLV� SDSHU� LV� SDUW� RI� D� ODUJHU� VWXG\� XQGHUWDNHQ� LQ� FROODERUDWLRQ� ZLWK� 6XOWDQ� $EX� $OL� IRU� WKH� +XPDQ�'HYHORSPHQW� 5HSRUW� (J\SW�� ����� 7KH� DXWKRU� ZRXOG� OLNH� WR� WKDQN� *DODO� $PLQ� IRU� FRQVWUXFWLYH�IHHGEDFN��DQG�$PDO�5HIDDW�IRU�YHU\�KHOSIXO�UHVHDUFK�DVVLVWDQFH��
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$EVWUDFW
7KLV�SDSHU�FRQWULEXWHV�WR�WKH�RQJRLQJ�GHEDWH�DERXW�WKH�LPSDFW�RI�JOREDOL]DWLRQ�RQ�WKH�HFRQRPLF�ZHOO�EHLQJ�RI�FLWL]HQV�LQ�WKH�GHYHORSLQJ�ZRUOG��,W�EHJLQV�ZLWK�D�EULHI�KLVWRU\�RI�WKH�SURFHVV�RI�ZRUOG�LQWHJUDWLRQ�RYHU�WKH�SDVW�FHQWXU\�RU�VR��KLJKOLJKWLQJ�WKH�GLIIHUHQFHV�EHWZHHQ�WKH�FXUUHQW�DQG�SUHYLRXV�HSLVRGHV�RI�JOREDOL]DWLRQ���7KH�VWXG\�WKHQ�DWWHPSWV�WR�SURYLGH�DQVZHUV�WR�WKH�IROORZLQJ�TXHVWLRQV��'RHV�JOREDOL]DWLRQ�UHGXFH�RU�LQFUHDVH�SRYHUW\"�'RHV�LW�HTXDOL]H�LQFRPH�DFURVV�DQG�ZLWKLQ�QDWLRQV��RU�GRHV�LW�ZRUVHQ�LQFRPH�GLVWULEXWLRQ"�0RUH�EURDGO\��GRHV�LW�LPSURYH�WKH�TXDOLW\�RI�OLIH�RU�QRW"
7KH�SDSHU�RIIHUV�WZR�EURDG�FRQFOXVLRQV��)LUVW��QR�RQH�FRXQWU\�FDQ�UHYHUVH�JOREDOL]DWLRQ��QRU�LJQRUH�LWV�LPSDFW�RQ�FLWL]HQV��6HFRQG��WKH�LPSDFW�RI�JOREDOL]DWLRQ�LV�HQGRJHQRXV��LW�GHSHQGV�RQ�ZKDW�SROLF\�PDNHUV�GR�DW�KRPH�WR�PD[LPL]H�WKH�EHQHILWV�DQG�UHGXFH�WKH�FRVWV�RI�JOREDOL]DWLRQ��

md��
��l[Y��U��T ¿�g�T��~�V�xn�T�Y��U~i���w�Y���x�T�i�]M[�¿�c�iSTg�T�¿Tg`�T��~�Y�i��T��h��YlTig�T��g�[ �Y�TgW� ��T�Xi�l��� Tj`��� Uriw��W�ZU~�[f�T���w�I�r�T�IU��O�v����rU��T��i��T�¿�f����Ux�T��gUp[��T�^U�gY�[�T�Y�U��T�Z�NUl[�T���w�YWU`�T�Y�i��T�¿�Uc[�U�gxW �Y�WUl�T�ZTi[��UW�Y�iU���U��Uc�Y���x�T�Y���x�T�¿�x[�¿� ¿fTg� ¿�fg�T�v�j�[��~���Ul[�T���O��gN[� ¿�  i���T���� gc�T� �L� g�Tj[���w�L�qxW�T� U�rxW���W��¿�g�T  � �L�Yn�x��T���[l����lc[���w�Y���x�T�gwUl[�¿� ��Uw�¿�nW�� k�x�T

��[�l�Si���[`�[����O�Y�i��T�o�f[��U�U[f��¿�U`[��L�Y���x�T�Xi�l��IU|�O�Xgi����v�s[l[�Y��g�g`�[�� ���L ���sT���T���w� U�i]L��T�w���w�}��[��Y���x�T�i�]M[��O��U��U]��w�ZUlU�l�T���lTi��U����~�¿]�[[�Y��fTg�¿U�isUf�����gc�T��Y���x�T�gST�~���tx[W�Y�����T�ZTITi`�T�hUf[UW���c��T���[l��T�
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,��,QWURGXFWLRQ�
7KHUH� LV� LQWHQVH�GHEDWH RYHU� WKH�HFRQRPLF� LPSDFW�RI�JOREDOL]DWLRQ�RQ� WKH�ZHOO�EHLQJ�RI�FLWL]HQV�LQ�WKH�GHYHORSLQJ�ZRUOG��2Q�RQH�VLGH��WKHUH�DUH�WKRVH�ZKR�VHH�WKH�LQFUHDVLQJ�IORZ�RI�JRRGV�� FDSLWDO�� DQG� ODERU�DV�D� VWHS� WRZDUG� LQFUHDVHG�SRYHUW\� LQ�GHYHORSLQJ�FRXQWULHV��LQHTXDOLW\� ORFDOO\� DQG� LQWHUQDWLRQDOO\�� WKH� GHVWUXFWLRQ� RI� QDWLRQDO� LQGXVWU\� DQG� VRFLDO�GLVORFDWLRQ�� 2Q�WKH�RWKHU��WKHUH�DUH�WKRVH�ZKR�VHH�JOREDOL]DWLRQ�DV�WKH�RQO\�ZD\�IRUZDUG�WR� DFKLHYH� UDSLG� HFRQRPLF� JURZWK� DQG� SRYHUW\� UHGXFWLRQ�� ZKLOH� PDLQWDLQLQJ� VRFLDO�SURJUHVV��H�J���6DFKV�DQG�:DUQHU���������,Q�EHWZHHQ��LW�FDQ�EH�DUJXHG�WKDW�WKH�LPSDFW�RI�JOREDOL]DWLRQ� RQ� WKH� ZHOO�EHLQJ� RI� FLWL]HQV� LV� FRQGLWLRQDO�� ,W� GHSHQGV� RQ� KRZ� WKH�LQWHUQDWLRQDO� FRPPXQLW\� DGGUHVVHV� LVVXHV� RI� FDSLWDO� YRODWLOLW\�� WUDGH� OLEHUDOL]DWLRQ��KDUPRQL]DWLRQ�RI�GRPHVWLF�SROLFLHV�DQG�VXSSRUW� IRU�FRXQWULHV� LQ�GLVWUHVV��(TXDOO\�� LI�QRW�PRUH�LPSRUWDQWO\��WKH�HFRQRPLF�LPSDFW�RI�JOREDOL]DWLRQ�RQ�GHYHORSLQJ�FRXQWULHV�GHSHQGV�RQ�KRZ�WKHVH�FRXQWULHV�SRVLWLRQ�WKHPVHOYHV�WR�EHQHILW�IURP�JOREDOL]DWLRQ�,Q�WKLV�SDSHU��,�DUJXH�WKDW�WKH�WKLUG�YLHZ�LV�ERWK�UHDOLVWLF�DQG�GHVLUDEOH�IRU�GHYHORSLQJ�FRXQWULHV�� 7KH� LQVXODWLRQ� IURP� WKH� ZRUOG� PDUNHW� GHSULYHV� FRXQWULHV� IURP� WKH� � PXFK�QHHGHG�FDSLWDO��WHFKQRORJ\��ORZ�FRVW�DQG�EHWWHU�TXDOLW\�RI�JRRGV�DQG�VHUYLFHV��DV�ZHOO�DV�WKH� RSSRUWXQLW\� WR� FUHDWH� MREV� LQ� H[SRUWLQJ� VHFWRUV�� 7KH� XQTXDOLILHG� LQWHJUDWLRQ� RI�GHYHORSLQJ� FRXQWULHV� LQ� WKH�ZRUOG�PDUNHWV�FDQ�EH�HTXDOO\�FRVWO\�� DV� WKH� UHFHQW�FULVHV� LQ�(DVW�$VLD��5XVVLD�DQG�%UD]LO�GHPRQVWUDWH��&DSLWDO�IOLJKW�FDQ�KDSSHQ�VXGGHQO\��OHDGLQJ�WR�D�FROODSVH�RI�QDWLRQDO�FXUUHQFLHV�DQG�D�ULVH�LQ�XQHPSOR\PHQW��,QGXVWULHV�FRXOG�IDLO�WR�FRSH�LQ� D� PRUH� FRPSHWLWLYH� HQYLURQPHQW� GXH� WR� H[FHVVLYH� SURWHFWLRQ� LQ� WKH� SDVW�� :DJH�GLVSDULW\� EHWZHHQ� VNLOOHG� DQG� XQVNLOOHG� ODERU� FRXOG� HVFDODWH�� $QG� GHYHORSLQJ� FRXQWULHV�PD\�RQO\�EH�DEOH�WR�DWWUDFW�SROOXWLQJ LQGXVWULHV��7R�HODERUDWH�RQ�WKHVH�YLHZV��,�EHJLQ�LQ�WKH�QH[W�VHFWLRQ�E\�JLYLQJ�D�EULHI�DFFRXQW�RI�WKH�H[WHQW� RI� ZRUOG� LQWHJUDWLRQ� DQG� WKH� TXDOLWDWLYH� GLIIHUHQFHV� EHWZHHQ� WKLV� HSLVRGH� RI�JOREDOL]DWLRQ�DQG�SUHYLRXV�HSLVRGHV��6HFWLRQ���GLVFXVVHV� WKH�SRWHQWLDO�EHQHILWV�DQG�FRVWV�RI�JOREDOL]DWLRQ�� IRFXVLQJ�RQ� WKH� OLQN�EHWZHHQ�JOREDOL]DWLRQ�DQG�SRYHUW\�� LQHTXDOLW\�DQG�
�7R�FLWH�EXW�RQH�H[DPSOH��WKH�6LHQQD�'HFODUDWLRQ�SUHSDUHG�E\�WKH�,QWHUQDWLRQDO�)RUXP�IRU�*OREDOL]DWLRQ�VWDWHV�WKDW���³5DWKHU�WKDQ�OHDGLQJ�WR�HFRQRPLF�EHQHILWV�IRU�DOO�SHRSOH��LW��JOREDOL]DWLRQ��KDV�EURXJKW�WKH�SODQHW�WR�WKH�EULQN�RI�HQYLURQPHQWDO�FDWDVWURSKH��VRFLDO�XQUHVW�WKDW�LV�XQSUHFHGHQWHG��HFRQRPLHV�RI�PRVW�FRXQWULHV�LQ�VKDPEOHV��DQ�LQFUHDVH�LQ�SRYHUW\��KXQJHU��ODQGOHVVQHVV��PLJUDWLRQ�DQG�VRFLDO�GLVORFDWLRQ���6RXUFH��KWWS���ZZZ�WZQVLGH�RUJ�VJ�WLWOH�VLHQD�FQ�KWP�
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WKH�TXDOLW\�RI�OLIH���6HFWLRQ���RIIHUV�VRPH�FRQFOXGLQJ�UHPDUNV�
,,� 7KH�([WHQW�DQG�1DWXUH�RI�*OREDOL]DWLRQ+RZ�ZHOO�FRQQHFWHG�LV� WKH�ZRUOG�HFRQRP\"�,V�WKLV�ZDYH�RI�JOREDOL]DWLRQ�GLIIHUHQW�IURP�SUHYLRXV�HSLVRGHV"�7KHVH�DUH�WKH�TXHVWLRQV�DGGUHVVHG�EHORZ�
7UDGH�LQ�*RRGV�DQG�6HUYLFHV
7KH� FRPELQDWLRQ� RI� IDOOLQJ� WUDGH� EDUULHUV� DQG� DGYDQFHPHQWV� LQ� WKH� WHFKQRORJ\� RI�FRPPXQLFDWLRQ�DQG�WUDQVSRUWDWLRQ�KDV�EURXJKW�WKH�ZRUOG�PXFK�FORVHU�WRJHWKHU��$JJUHJDWH�GDWD�VKRZ�WKDW�WKH�UDWLR�RI�H[SRUWV�DQG�LPSRUWV�WR�*'3�KDV�LQFUHDVHG�VKDUSO\��HVSHFLDOO\�LQ� WKH�SHULRG�IROORZLQJ�������)LJXUH�����7KHVH�GDWD�� IXUWKHUPRUH�� WHQG� WR�XQGHUHVWLPDWH�WKH�H[WHQW�RI�ZRUOG�LQWHJUDWLRQ��LQ�YLHZ�RI�WKH�LQFUHDVLQJ�VKDUH�RI�QRQ�WUDGDEOH�JRRGV�DQG�VHUYLFHV��H�J���HGXFDWLRQ��KHDOWK��ILQDQFH��LQVXUDQFH��UHDO�HVWDWH�DQG�GRPHVWLF�WUDGH��LQ�WKH�*'3�RI�PRVW�HFRQRPLHV��:KLOH�GHYHORSHG�FRXQWULHV�DUH�WUDGLQJ�PRUH�ZLWK�WKH�UHVW�RI�WKH�ZRUOG��VR�DUH�GHYHORSLQJ�FRXQWULHV�� ,Q�DGGLWLRQ��GHYHORSLQJ�FRXQWULHV�DUH�QRZ�H[SRUWLQJ�PRUH�PDQXIDFWXUHG�JRRGV�DQG�OHVV�SULPDU\�FRPPRGLWLHV��OLNH�IRRG�DQG�UDZ�PDWHULDOV��
)LJXUH����7UDGH�LQ�*RRGV�DQG�6HUYLFHV�DV�6KDUH�RI�*'3

'HYHORSHG�FRXQWULHV

'HYHORSLQJ�FRXQWULHV
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�

6RXUFH� 6ODXJKWHU��0DWWKHZ�-��DQG�3KLOOLS�6ZDJHO���������
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%XW�WKHVH�GHYHORSPHQWV�GR�QRW�DSSO\�HYHQO\�DFURVV�WKH�ERDUG��)LJXUH�����7KH�EXON�RI�H[SRUWV�RI�WKH�GHYHORSLQJ�ZRUOG�LV�PRVWO\�FRQFHQWUDWHG�LQ�(DVW�$VLD��6XE�6DKDUDQ�$IULFD�DQG� 6RXWK�$VLD� H[SRUW� D�PXFK� ORZHU� SURSRUWLRQ� FRPSDUHG� WR� WKH� UHVW� RI� WKH�ZRUOG�� ,Q�EHWZHHQ�� OLH� /DWLQ� $PHULFD�� (XURSH� DQG� &HQWUDO� $VLD�� DQG�0(1$��2YHU� WKH� SDVW� WZR�GHFDGHV�� 0(1$� DQG� (XURSH� KDYH� EHHQ� ORVLQJ� JURXQG� ZKLOH� (DVW� $VLD� KDV� EHFRPH�LQFUHDVLQJO\�LQWHJUDWHG�LQ�WKH�ZRUOG�HFRQRP\��
)LJXUH����6KDUH�RI�'HYHORSLQJ��5HJLRQ�LQ�:RUOG�([SRUWV�����������

6XE�6DKDUDQ�$IULFD
6RXWK�$VLD

0(1$(XURSH�	�&HQWUDO�$VLD
/DWLQ�$PHULFD�	�&DULE�

(DVW�$VLD�DQG�3DFLILF

��
��
�
����
����
��

���� ���� ���� ���� ���� ���� ���� ���� ����
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6RXUFH� &DOFXODWHG IURP�81&7$'������

)DFWRU�0RELOLW\7UDGH� H[SDQVLRQ� KDV� EHHQ� DFFRPSDQLHG� E\� XQSUHFHGHQWHG� FDSLWDO� PRELOLW\�� HVSHFLDOO\�VLQFH� WKH� ����V� �)LJXUH� ���� 7KH� EXON� RI� WKH� LQFUHDVH� LQ� FDSLWDO� IORZV� FDPH� IURP� WKH�SULYDWH� VHFWRU� �LQ� WKH� IRUP� RI� )',� DQG� SRUWIROLR� LQYHVWPHQW��� 1HW� RIILFLDO� IORZV� RI� DLG�KDYH� IDOOHQ�� EXW� IRUHLJQ� GLUHFW� LQYHVWPHQW� EHFDPH� D�PXFK�PRUH� LPSRUWDQW� FKDQQHO� IRU�FDSLWDO�PRELOLW\� WKDQ�SRUWIROLR� LQYHVWPHQW�� ,Q�DGGLWLRQ��)',� LV� LQFUHDVLQJ�VWHDGLO\��ZKLOH�SRUWIROLR LQYHVWPHQW�DQG�FUHGLW�KDYH�IDOOHQ�LQ�WKH�ZDNH�RI�WKH�ILQDQFLDO�FULVHV�LQ�WKH�ODWH�����V�
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)LJXUH����1HW�/RQJ�7HUP�)ORZV�WR�'HYHORSLQJ�&RXQWULHV���������������ELOOLRQ�

&DSLWDO�PDUNHW�IORZ
7RWDO )',

2IILFLDO�IORZV���
���������������������

���� �� �� �� �� �� �� �� �� �� �� ��
&DSLWDO�PDUNHW�IORZV�LQFOXGH�SRUWIROLR�LQYHVWPHQW�DQG�GHEW�IORZV�LQ�IRUP�RI�EDQN�OHQGLQJ�DQG�ERQG�ILQDQFLQJ��&RQFHVVLRQDO�DQG�QRQ�FRQFHVVLRQDO�RIILFLDO�IORZV�6RXUFH� :RUOG�%DQN��*OREDO�'HYHORSPHQW�)LQDQFH��������/LNH�WUDGH��WKH�IORZ�RI�FDSLWDO�WR�GLIIHUHQW�GHYHORSLQJ�UHJLRQV�KDV�EHFRPH�LQFUHDVLQJO\�QRQ�XQLIRUP��)LJXUH���LOOXVWUDWHV�WKLV�IRU�)',�IORZV�WR�GHYHORSLQJ�FRXQWULHV��:KLOH�/DWLQ�$PHULFD�DQG�(DVW�$VLD�DWWUDFWHG�DURXQG����SHUFHQW�RI�)',�IORZV�WR�GHYHORSLQJ�FRXQWULHV�LQ�WKH�ODWH�����V��6XE�6DKDUDQ�$IULFD��0(1$�DQG�6RXWK�$VLD�FROOHFWLYHO\�DWWUDFWHG�RQO\���SHUFHQW��
)LJXUH����1HW�)',�E\�'HYHORSLQJ�5HJLRQ���������������ELOOLRQ�

/DWLQ�$PHULFD�	�&DULE�
(DVW�$VLD�	�3DFLILF

(XURSH�	�&HQWUDO�$VLD
0(1$

6RXWK�$VLD6XE�6DKDUDQ�$IULFD
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6RXUFH� :RUOG�%DQN��*OREDO�'HYHORSPHQW�)LQDQFH��������
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7KH� LPSRUWDQFH� RI� FDSLWDO� LQIORZ� WR� GHYHORSLQJ� FRXQWULHV� OLHV� SDUWO\� LQ� WKDW� LW�VXSSOHPHQWV�GRPHVWLF�VDYLQJV�WR�OHYHOV�WKDW�HQDEOH�WKH�UHFLSLHQW�HFRQRPLHV�WR�JURZ�PRUH�UDSLGO\�� )XUWKHUPRUH�� LW� HQDEOHV� WKHVH� HFRQRPLHV� WR� DFFHVV� DGYDQFHG� NQRZOHGJH� DERXW�SURGXFWLRQ� WHFKQLTXHV�� PDQDJHPHQW� SUDFWLFHV�� DQG� VRPHWLPHV� H[SRUW� PDUNHWV�� 7KHVH�EHQHILWV� DUH� DV� LPSRUWDQW� IRU� GHYHORSPHQW� DV� SK\VLFDO� FDSLWDO� LWVHOI�� +RZHYHU�� FDSLWDO�LQIORZV�FDQ�EH�FRVWO\��,QGHHG�� WKH\�FRPSOLFDWH�PDFURHFRQRPLF�PDQDJHPHQW�DQG�H[SRVH�FRXQWULHV WR� WKH� ULVN� RI� VXGGHQ� FDSLWDO� IOLJKW�� 7KHVH� FRVWV� FDQ� EH� KLJK� LQ� WHUPV� RI�HFRQRPLF�DFWLYLW\�DQG�HPSOR\PHQW�$V�IRU�ODERU�PRELOLW\��GDWD�DUH�KDUG�WR�FRPH�E\��+RZHYHU��WKH�,0)��:RUOG�(FRQRPLF�2XWORRN�������UHSRUWV�WKDW�WKH�VL]H�RI�WKH�ODERU�IRUFH�ERUQ�LQ�RWKHU�FRXQWULHV�KDV�LQFUHDVHG�E\�RQH�KDOI�GXULQJ�WKH�SHULRG����������7KH�VDPH�UHSRUW�IXUWKHU�QRWHV�WKDW�PRVW�PLJUDWLRQ�LV� DPRQJ�GHYHORSLQJ� FRXQWULHV��7KH� UHPLWWDQFHV� IURP�PLJUDWLRQ� LQ� FRXQWULHV� OLNH�(J\SW�FRQVWLWXWH� DQ� LPSRUWDQW� VRXUFH� RI� IRUHLJQ� H[FKDQJH� HDUQLQJV��:KHUH�PLJUDWLRQ� RI� ODERU�RFFXUV� IURP� GHYHORSLQJ� WR� GHYHORSHG� FRXQWULHV�� LW� KDV� WKH� HIIHFW� RI� UHGXFLQJ� ZDJH�GLYHUJHQFH�
7KH�1DWXUH�RI�WKH�5HFHQW�(SLVRGH�RI�*OREDOL]DWLRQ
7KH� FXUUHQW� HSLVRGH� RI� ZRUOG� LQWHJUDWLRQ� LV� QRW� QHZ�� +LVWRULFDOO\�� WKH� UDWLR� RI� WUDGH� WR�*'3�JUHZ�IURP������WR�������IROORZHG�E\�D�SHULRG�RI�ORZ�LQWHJUDWLRQ�EHWZHHQ������DQG������GXH�WR�WKH�WZR�ZRUOG�ZDUV�DQG�SURWHFWLRQLVP�GXULQJ�WKH�*UHDW�'HSUHVVLRQ��7DEOH�����6LQFH�������KRZHYHU��LQGXVWULDO�HFRQRPLHV�OHG�WKH�LQWHJUDWLRQ�SURFHVV�WR�UHDFK�LQ�����V�WKH� OHYHO� RI� LQWHJUDWLRQ� WKDW� ZDV� SUHYDOHQW� DW� WKH� WXUQ� RI� WKH� FHQWXU\� �.UXJPDQ�� ������,UZLQ���������6LQFH� WKHQ�� WKH� WUDGH� OLEHUDOL]DWLRQ�SROLFLHV�DGRSWHG�E\�VHYHUDO�GHYHORSLQJ�FRXQWULHV�KDYH�LQWHQVLILHG�WKH�OHYHO�RI�ZRUOG�LQWHJUDWLRQ�WR�XQSUHFHGHQWHG�OHYHOV�
7DEOH����*OREDOL]DWLRQ�PHDVXUHG�E\�VKDUH�RI�H[SRUWV�LQ�*'3����<HDUV :RUOG�0HUFKDQGLVH�H[SRUWV�*'3���� ������� ������� ������� ������� ������� �������� �������� ����6RXUFH� ,/2����������
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:KLOH� WKH� UHFHQW� ZDYH� RI� JOREDOL]DWLRQ� LV� QRW� QHZ�� WUDGH� LV� QRZ� PXFK� GHHSHU� DQG�FDSLWDO� IORZV�DUH�PRUH� IDU�UHDFKLQJ��$FFRUGLQJ� WR�.UXJPDQ��������� WKH�FXUUHQW�ZDYH�RI�JOREDOL]DWLRQ�LQ� WUDGH�LV�FKDUDFWHUL]HG�E\������D�ULVH�RI�LQWUD�LQGXVWU\�WUDGH������LQFUHDVHG�EUHDN� RI� SURGXFWLRQ� JHRJUDSKLFDOO\�� ���� QHZ� FRXQWULHV�ZLWK� KLJK� WUDGH�*'3� UDWLRV�� DQG����� ODUJH� H[SRUWV� RI� PDQXIDFWXUHG� JRRGV� IURP� ORZ�WR� KLJK�ZDJH� FRXQWULHV�� 6LPLODUO\��DOWKRXJK� WKH� FXUUHQW� OHYHO� RI� FDSLWDO� LQIORZ� WR� *'3� LV� QRW� KLJKHU� WKDQ� LW� XVHG� WR� EH� D�KXQGUHG� \HDUV� DJR�� LW� LV� GLIIHUHQW� LQ� FKDUDFWHU�� )LVKORZ� ������� QRWHV� WKDW� HDUOLHU� FDSLWDO�LQIORZV� ZHUH� UHFHLYHG� E\� JRYHUQPHQWV� LQ� FRORQL]HG� FRXQWULHV�� DQG� ZHUH� GHYRWHG� WR� D�QDUURZ� UDQJH� RI� LQIUDVWUXFWXUH� SURMHFWV�� 7RGD\�� WKH� QDWXUH� RI� ERWK� ERUURZHUV� DQG� WKH�DOORFDWLRQV�RI�FDSLWDO�LV�PRUH�GLYHUVH�:KDW� LV� HTXDOO\� LQWHUHVWLQJ� LV� WKDW� WKH� SRWHQWLDO� IRU� UHYHUVDO� RI� WKH� FXUUHQW� ZDYH� RI�JOREDOL]DWLRQ� LV� FRQVLGHUHG�PXFK� ORZHU� WKDQ� EHIRUH�� ,QGHHG�� WKHUH� DUH� WKRVH�ZKR� DUJXH�WKDW� SROLWLFDO� SUHVVXUH� ZLOO� HYHQWXDOO\� PRXQW� WR� HUHFW� KLJKHU� WUDGH� EDUULHUV�� VORZ� GRZQ�LPPLJUDWLRQ��DQG�UHVWULFW�FDSLWDO�IORZV��-HIIUH\�:LOOLDPVRQ���������(FKRHV�WR� WKDW�HIIHFW�DUH� KHDUG�� IRU� H[DPSOH�� LQ� WKH� 86�� +RZHYHU�� WKH� SUREDELOLW\� RI� UHYHUVDO� RI� WKH� FXUUHQW�ZDYH� RI� JOREDOL]DWLRQ� VHHPV ORZ�� %RUGR�� (LFKHQJUHHQ� DQG� ,UZLQ� ������� SURYLGH� WKH�IROORZLQJ� UDWLRQDOH�� 7KH� VWHDG\� H[SDQVLRQ� DQG� F\FOLFDO� VWDELOLW\� H[SHULHQFHG� E\�GHYHORSHG� FRXQWULHV� LQ� WKH� SRVW�ZDU� SHULRG� VXSSRUW� RSHQ� WUDGH� UHJLPHV��0RVW� FRXQWULHV�QRZ�KDYH�VRFLDO�LQVXUDQFH�VFKHPHV��H�J���IRU�XQHPSOR\PHQW��DQG�HVFDSH�FODXVHV�LQ�ZRUOG�WUDGH�DJUHHPHQWV��ERWK�RI�ZKLFK�HDVH�WKH�QHJDWLYH�HIIHFWV�RI�FRPSHWLWLRQ�IURP�LPSRUWV��,Q�DGGLWLRQ��WKH�QHZ�ZDYH�RI�JOREDOL]DWLRQ�LV�FUHDWLQJ�LWV�RZQ�VXSSRUWHUV�DW�KRPH��HVSHFLDOO\�WKRVH�HQJDJHG�LQ�H[SRUWV��$FFRUGLQJO\��JOREDOL]DWLRQ�VHHPV�WR�EH�KHUH�WR�VWD\�
,,,��*OREDOL]DWLRQ�DQG�+XPDQ�'HYHORSPHQW
,I�JOREDOL]DWLRQ�LV�KHUH�WR�VD\��DW�OHDVW�LQ�WKH�IRUHVHHDEOH�IXWXUH��LW�LV�LPSRUWDQW�WR�DVN�VXFK�TXHVWLRQV� DV�� GRHV� LW� UHGXFH� RU� LQFUHDVH� SRYHUW\"� 'RHV� LW� HTXDOL]H� LQFRPH� DFURVV� DQG�ZLWKLQ�QDWLRQV��RU�GRHV�LW�ZRUVHQ�LQFRPH�GLVWULEXWLRQ"�0RUH�EURDGO\��GRHV�LW�LPSURYH�WKH�TXDOLW\�RI�OLIH�RU�QRW"�:H�GLVFXVV�WKHVH�TXHVWLRQV�LQ�WXUQ�
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*OREDOL]DWLRQ�DQG�3RYHUW\
7KH�PRVW� EDVLF� DUJXPHQW� LQ� IDYRU� RI� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� JOREDOL]DWLRQ� DQG�SRYHUW\� UHGXFWLRQ� LV� WKDW� JUHDWHU� RSHQQHVV� LQFUHDVHV� FRPSHWLWLRQ�� DFFHVV� WR� FDSLWDO��WHFKQRORJ\�� FKHDSHU� LPSRUWV�� DQG� H[SRUW�PDUNHWV��*UHDWHU� FRPSHWLWLRQ� OHDGV� WR�PRUH�HIILFLHQW�DOORFDWLRQ�RI� UHVRXUFHV� DQG� D�GLYLVLRQ�RI� ODERU� WKDW� HQDEOHV� FRXQWULHV� WR� IRFXV�RQ�GRLQJ�ZKDW�WKH\� FDQ� GR� EHVW��*UHDWHU� DFFHVV� WR� FDSLWDO�� WHFKQRORJ\�� FKHDSHU� LPSRUWV� DQG�PDUNHWV� HQDEOHV�FRXQWULHV�WR�GR�PRUH�WKDQ�WKH\�ZRXOG�KDYH�EHHQ�DEOH�WR�GR�RQ�WKHLU�RZQ��$V�D�UHVXOW��SHU�FDSLWD�LQFRPH��LQFOXGLQJ�SHU�FDSLWD�LQFRPH�RI�WKH�SRRU��LQFUHDVHV�IDVWHU�WKDQ�RWKHUZLVH�7KHUH� DUH� UHDVRQV�� KRZHYHU��ZK\� WKLV� DUJXPHQW�PD\�QRW�KROG��)LUVW�� WKHUH� LV�QR�JXDUDQWHH�WKDW�RSHQQHVV�ZLOO�LQFUHDVH�SHU�FDSLWD�LQFRPH��VLQFH�RSHQQHVV�LV�EXW�RQH�RI�WKH�SUHFRQGLWLRQV�IRU�IDVWHU� HFRQRPLF� JURZWK�� ,QGHHG�� VWDQGDUG� JURZWK� UHJUHVVLRQV� RIWHQ� LQFOXGH� RQ� WKH� ULJKW� KDQG�VLGH� D� QXPEHU� RI� LQLWLDO� FRQGLWLRQV� �H�J��� LQLWLDO� SHU� FDSLWD� LQFRPH�� KXPDQ� FDSLWDO� VWRFN�� D�PHDVXUH�RI�LQHTXDOLW\��DQG�D�QXPEHU�RI�SROLF\�YDULDEOHV��LQFOXGLQJ�RSHQQHVV��UXOH�RI�ODZ��VL]H�RI� JRYHUQPHQW���:KHUH� FRXQWULHV� GR� QRW� SRVVHVV� RWKHU� SUR� JURZWK� FRQGLWLRQV�� RSHQQHVV�PD\�QRW�QHFHVVDULO\�OHDG�WR�D�KLJKHU�SHU�FDSLWD�LQFRPH�%\�WKH�VDPH�WRNHQ��HYHQ�LI�RSHQQHVV�LV�DVVRFLDWHG�ZLWK�IDVWHU�JURZWK�LQ�SHU�FDSLWD�LQFRPH��WKHUH� LV� QR� JXDUDQWHH� WKDW� SRYHUW\�ZLOO� GHFOLQH�� 3RYHUW\� LV� LQIOXHQFHG� E\� D� KRVW� RI� IDFWRUV� LQ�DGGLWLRQ� WR� JURZWK�� 7KHVH� IDFWRUV� LQFOXGH� WKH� SDWWHUQ� RI� SXEOLF� H[SHQGLWXUHV�� WKH� QDWXUH� RI�H[LVWLQJ� VDIHW\� QHWV�� DQG� WKH� LQVWLWXWLRQDO� DUUDQJHPHQWV� IRU� VKDULQJ� WKH� EHQHILWV� RI� JURZWK��0RUHRYHU�� RSHQQHVV� FRXOG� DIIHFW� HPSOR\PHQW� DGYHUVHO\�� DW� OHDVW� LQ� WKH� VKRUW� UXQ�� DV� LW� WDNHV�WLPH�IRU� ODERU�DQG�FDSLWDO� WR�VKLIW�IURP�LPSRUW�FRPSHWLQJ�LQGXVWULHV� WR�H[SDQGLQJ�FRPSHWLWLYH�H[SRUW�LQGXVWULHV�*LYHQ� WKH� WKHRUHWLFDO� DPELJXLW\� DERXW� WKH� UHODWLRQVKLS� EHWZHHQ� RSHQQHVV�� JURZWK�� DQG�SRYHUW\�� ZKDW� GRHV� WKH� HYLGHQFH� VD\"� 7KHUH� LV� PRXQWLQJ� HYLGHQFH� WR� VXSSRUW� WKUHH� EURDG�FRQFOXVLRQV�� )LUVW�� RSHQQHVV� LV� DVVRFLDWHG� ZLWK� IDVWHU� HFRQRPLF JURZWK�� 6HFRQG�� HFRQRPLF�JURZWK�LV�DVVRFLDWHG�ZLWK�D�UHGXFWLRQ�LQ�SRYHUW\��7KLUG��WKHVH�SRVLWLYH�UHVXOWV�KROG�RQ�DYHUDJH��OHDYLQJ�VRPH�FRXQWULHV��UHJLRQV��DQG�JURXSV�DGYHUVHO\�DIIHFWHG�E\�JOREDOL]DWLRQ�2Q�WKH�OLQN�EHWZHHQ�RSHQQHVV�DQG�JURZWK��DQ�,0)�VWXG\��������VKRZV�WKDW�JOREDO�SHU�FDSLWD�JURZWK� LQFUHDVHG� ILYH�IROG� GXULQJ� WKH� ��WK FHQWXU\�� 0RVW� RI� WKH� LQFUHDVH� WRRN� SODFH� LQ� WKH�VHFRQG� KDOI� RI� WKH� FHQWXU\�� ZKHQ� WUDGH� DQG� ODWHU� ILQDQFLDO� OLEHUDOL]DWLRQ� LQFUHDVHG� UDSLGO\�
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�)LJXUH����� ,Q� FRQWUDVW�� SHU� FDSLWD LQFRPH�GHFOLQHG� WR� OHVV� WKDQ���SHUFHQW� LQ� WKH�SHULRG������������ZKHQ�WKH�ZRUOG�EHFDPH�OHVV�LQWHJUDWHG�EHFDXVH�RI�H[FHVVLYH SURWHFWLRQ�DQG�SHUYDVLYH�FDSLWDO�FRQWUROV�
)LJXUH����*OREDO�3HU�&DSLWD�5HDO�*'3�*URZWK��$YHUDJH�DQQXDO�SHUFHQWDJH�FKDQJH�

���������������

������� ������� ������� ���������

�

6RXUFH� ,0)������
2WKHU� VWXGLHV� KDYH� UHDFKHG� VLPLODU� FRQFOXVLRQV�� )RU� H[DPSOH�� 6DFKV� DQG� :DUQHU�������� ILQG� D� SRVLWLYH� DVVRFLDWLRQ� EHWZHHQ� JURZWK� DQG� RSHQQHVV�� � )UDQNHO� DQG� 5RPHU�������� VKRZ� WKDW�DQ� LQFUHDVH�RI�RQH�SHUFHQW� LQ� WKH� UDWLR�RI� WUDGH� WR�*'3�LQFUHDVHV�SHU�FDSLWD�LQFRPH�E\�������SHUFHQW��(GZDUGV��������ILQGV�VXSSRUWLQJ�HYLGHQFH�WR�WKH�QRWLRQ�WKDW�RSHQQHVV�LPSURYHV�WRWDO�IDFWRU�SURGXFWLYLW\�DQG�DFFHOHUDWHV�HFRQRPLF�JURZWK�5HJDUGLQJ�WKH�OLQN�EHWZHHQ�JOREDOL]DWLRQ�DQG�SRYHUW\��)LJXUH���VKRZV�WKDW�FRXQWULHV��ZKLFK�DFKLHYH�UDSLG�HFRQRPLF�JURZWK�DOVR�PDQDJH�WR�UHGXFH�SRYHUW\��(DVW�$VLD���$OVR��LW�VKRZV� WKDW� FRXQWULHV� WKDW� JURZ� WKH� OHDVW� IDLO� WR� HUDGLFDWH�SRYHUW\� �6XE�6DKDUDQ�$IULFD���0(1$� DQG� /DWLQ� $PHULFDQ� FRXQWULHV� IDOO� VRPHZKHUH� LQ� EHWZHHQ�� ZKHUH� ERWK� UHJLRQV�JURZ�PRGHVWO\� DQG� UHGXFH� SRYHUW\� DOVR� PRGHVWO\�� 7KH� LPSDFW� RI� JURZWK� LQ� SHU� FDSLWD�LQFRPH� RQ� WKH� SRRU� KDV� EHHQ� HVWLPDWHG� E\�'ROODU� DQG�.UDD\� ��������7KH\� VKRZ�� IRU� D�ODUJH� VDPSOH�� WKDW� JURZWK� LQ� WKH� LQFRPH�RI� WKH�SRRU� �GHILQHG�DV� WKH�ERWWRP�ILIWK�RI� WKH�SRSXODWLRQ��ULVHV�DERXW�RQH�IRU�RQH�ZLWK�WKH�JURZWK�UDWH�RI�RYHUDOO�SHU�FDSLWD�LQFRPH��
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)LJXUH����5HODWLRQ�EHWZHHQ�3RYHUW\�5HGXFWLRQ�DQG�*URZWK�������������
(XURSH�	�&HQWUDO�$VLD

6XE�6DKDUQ

(DVW�$VLD

6RXWK�$VLD/DWLQ�$PHULFD
0(1$

���
���
��
��
�
�

�� �� � � � � �

3HU�&DSLWD�*'3�*URZWK

�
&KDQJ

H�LQ�3
RYHUW\

�5DWH

6RXUFH� :RUOG�%DQN��*OREDO�(FRQRPLF�3URVSHFWV�DQG�WKH�'HYHORSLQJ�&RXQWULHV�������
7KLV�LV�QRW�WR�VD\�WKDW�SRYHUW\�KDV�EHHQ�HOLPLQDWHG��2Q�WKH�FRQWUDU\��GHVSLWH�DQ�RYHUDOO�UHGXFWLRQ�LQ�WKH�QXPEHU�RI�WKH�SRRU�ZRUOGZLGH��WKH�YDULDWLRQV�DFURVV�UHJLRQV�DUH�VWULNLQJ��0RVW�LPSRUWDQWO\��WKH�DEVROXWH�QXPEHU�RI�WKH�SRRU�KDV�GHFOLQHG�DSSUHFLDEO\�RQO\�LQ�(DVW�$VLD�� EXW� LQFUHDVHG� DOPRVW� HYHU\ZKHUH� HOVH�� 7KH� LQFLGHQFH� RI� SRYHUW\�� GHILQHG� DV� WKH�VKDUH�RI�SRSXODWLRQ�OLYLQJ�RQ�OHVV�WKDQ����D�GD\��DOVR�GHFOLQHG�LQ�(DVW�$VLD��DQG�WR�D�OHVVHU�GHJUHH� LQ� WKH� UHVW� RI� WKH� GHYHORSLQJ�ZRUOG��+RZHYHU�� WKH� SRYHUW\� UDWH� KDV� LQFUHDVHG� LQ�(XURSH� DQG�&HQWUDO�$VLD�� IROORZLQJ� WKH� GUDPDWLF� FKDQJH� LQ� WKHLU� HFRQRPLF� V\VWHPV�� ,Q�VKRUW��QRW�DOO�GHYHORSLQJ�FRXQWULHV�DUH�EHQHILWLQJ�IURP�WKH�QH[XV�RI�JOREDOL]DWLRQ��JURZWK�DQG�SRYHUW\�UHGXFWLRQ��0XFK�GHSHQGV�RQ�ZKDW�WKHVH�FRXQWULHV�GR�DORQJ�ZLWK�LQWHJUDWLRQ�LQ�ZRUOG�PDUNHWV�7DEOH����,QFRPH�3RYHUW\�E\�5HJLRQ�������DQG�����1XPEHU�RI�SHRSOH�HDUQLQJ�EHORZ�86���D�GD\��0LOOLRQV� 3RYHUW\�UDWH

���� ���� ���� ����(DVW�$VLD ����� ����� ���� ����(DVW�$VLD�H[FO��&KLQD ���� ���� ���� ����6RXWK�$VLD ����� ����� ���� ����6XE�6��$IULFD ����� ����� ���� ����/DWLQ�$PHULFD ���� ���� ���� ����0(1$ ��� ��� ��� ���(XURSH�DQG�&HQWUDO�����$VLD ��� ���� ��� ���
7RWDO ������ ������ ���� �����(VWLPDWHV6RXUFH� :%��*OREDO�(FRQRPLF�3URVSHFWV�DQG�WKH�'HYHORSLQJ�&RXQWULHV�������
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*OREDOL]DWLRQ�DQG�,QHTXDOLW\,Q� SULQFLSOH�� RSHQQHVV� VKRXOG� UHGXFH� LQHTXDOLW\� EHWZHHQ� GHYHORSHG� DQG� GHYHORSLQJ�FRXQWULHV��7KLV�LV�EHFDXVH�RSHQQHVV�LQFUHDVHV�WKH�GHPDQG�IRU�WKH�IDFWRU�RI�SURGXFWLRQ�WKDW�LV� UHODWLYHO\� DEXQGDQW� LQ� WKH� OLEHUDOL]LQJ� FRXQWU\� �ODERU� LQ� GHYHORSLQJ� FRXQWULHV��� EXW�UHODWLYHO\�VFDUFH�LQ�WKH�UHVW�RI�WKH�ZRUOG��+LJKHU�GHPDQG�IRU�ODERU�LQ�GHYHORSLQJ�FRXQWULHV�VKRXOG�EULQJ�DERXW�SUHVVXUH�IRU�SULFH��ZDJH��HTXDOL]DWLRQ�DFURVV�FRXQWULHV��DFFRUGLQJ�WR�WKH� 6WROSHU�6PXHOVRQ� WKHRUHP��� WKHUHE\� UDLVLQJ� WKH� VWDQGDUG� RI� OLYLQJ� LQ� WKH� SRRUHU�FRXQWULHV�� :LWKLQ� ULFK� FRXQWULHV�� RSHQQHVV� LV� H[SHFWHG� WR� LQFUHDVH� LQFRPH� GLVSDULW\�EHWZHHQ� VNLOOHG� DQG� XQVNLOOHG� ODERU� DV� FDSLWDO� PLJUDWHV� WR� GHYHORSLQJ� FRXQWULHV� IRU�FKHDSHU�XQVNLOOHG�ODERU�7KHVH� SUHGLFWLRQV�PD\� QRW� KROG� IRU� VHYHUDO� UHDVRQV�� KRZHYHU�� %HFDXVH� ODERU� LV� OHVV�PRELOH� WKDQ� FDSLWDO�� LW� LV�PRUH�YXOQHUDEOH� WR� WD[DWLRQ��3XW� GLIIHUHQWO\��ZKLOH� FDSLWDO� FDQ�HVFDSH� WD[DWLRQ�� ODERU� FDQQRW��7KH� UHODWLYH�PRELOLW\� RI� FDSLWDO� DQG� WKH� UHODWLYH� IL[LW\�RI�ODERU� DOVR� WHQG� WR� ZHDNHQ� WKH� EDUJDLQLQJ� SRVLWLRQ� RI� WUDGH� XQLRQV� IRU� KLJKHU�ZDJHV� LQ�FRXQWULHV�ZKHUH� WUDGH�XQLRQV�DUH�VWURQJ��/DVW�EXW�QRW� OHDVW��JOREDOL]DWLRQ�LV�QRW� WKH�RQO\�IDFWRU� WKDW� DIIHFWV� WKH� GHPDQG� IRU� DQG� LQFRPHV� RI� GLIIHUHQW� IDFWRUV� RI� SURGXFWLRQ�� 7KH�SDWWHUQ�RI�SURGXFWLRQ�� LQYHVWPHQW DQG� WHFKQRORJ\�KDV� VLJQLILFDQW� HIIHFWV� RQ� WKH�GHPDQG�IRU� ODERU� RI� GLIIHUHQW� VNLOOV��ZKLOH� WKHVH� HIIHFWV� RQ� LQFRPH�GLVWULEXWLRQ�ZLWKLQ� FRXQWULHV�DUH�XQSUHGLFWDEOH�,Q�YLHZ�RI�WKLV�DPELJXLW\��LW�LV�LPSRUWDQW�WR�ORRN�DW�WKH�HYLGHQFH�WR�VHH�ZKHWKHU�WKHUH�LV�DQ\�DVVRFLDWLRQ�EHWZHHQ�JOREDOL]DWLRQ�DQG�HTXDOLW\�DFURVV�DQG�ZLWKLQ�FRXQWULHV��$V�IRU�LQHTXDOLW\�DFURVV�FRXQWULHV��WKH�GDWD�VKRZ�D�VLJQLILFDQW�LQFUHDVH�LQ�WKH�DYHUDJH�SHU�FDSLWD�LQFRPH�RI�WKH�ULFK�DQG�SRRU�FRXQWULHV�GXULQJ�WKH���WK FHQWXU\��+RZHYHU��SURJUHVV�KDV�EHHQ�XQHYHQ��ZLWK�WKH�ULFKHVW�FRXQWULHV�GRLQJ�UHODWLYHO\�EHWWHU�WKDQ�WKH�SRRUHVW��$FFRUGLQJ�WR�WKH�,0)�VWXG\���������WKH�ULFKHVW�TXDUWHU�RI�WKH�SRSXODWLRQ�VDZ�D�VL[�IROG�LQFUHDVH�LQ�WKHLU�SHU�FDSLWD�LQFRPH��ZKLOH�WKH�SRRUHVW�TXDUWHU�RQO\�VDZ�DQ�LQFUHDVH�RI�OHVV�WKDQ�WKUHH�IROG��)LJXUH�����,Q�UHFHQW�GHFDGHV��ZKLFK� FRLQFLGHG� ZLWK� LQFUHDVHG� JOREDOL]DWLRQ�� GDWD� IURP� WKH� :RUOG� %DQN� VKRZ� WKDW� WKH�DYHUDJH�SHU�FDSLWD�LQFRPH�LQ�WKH�ULFKHVW����FRXQWULHV�ZDV����WLPHV�WKDW�RI�WKH�SRRUHVW����LQ�������7KLV�JDS�KDV VLQFH�GRXEOHG�WR�UHDFK����WLPHV��ZLWK�SHU�FDSLWD�LQFRPHV�LQ�WKH�SRRUHVW����FRXQWULHV� KDUGO\� FKDQJLQJ� LI� QRW� IDOOLQJ� LQ� VRPH� FDVHV�� ,W� FDQ� WKHUHIRUH� EH� FRQFOXGHG� WKDW�
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JOREDOL]DWLRQ�LV�DVVRFLDWHG�ZLWK�JUHDWHU�LQHTXDOLW\�DFURVV�FRXQWULHV�
)LJXUH����3HU�&DSLWD�*'3�������SXUFKDVLQJ�SRZHU�SDULW\�GROODUV�

�
����

�����
�����
�����

���� ����/RZ�LQFRPH� 0LGGOH�LQFRPH0LGGOH�KLJK�LQFRPH +LJK�LQFRPH
6RXUFH� ,0)�������

$V� IRU� LQHTXDOLW\� ZLWKLQ� FRXQWULHV�� WKH� HYLGHQFH� VXJJHVWV� WKDW� WKHUH� LV� QR� VLPSOH�DVVRFLDWLRQ� EHWZHHQ� FKDQJHV� LQ� WUDGH� RSHQQHVV� DQG� FKDQJHV� LQ� LQHTXDOLW\� �)LJXUH� ����7KHUH� DUH� RI� FRXUVH� FRXQWULHV� WKDW� H[SHULHQFHG� LQFUHDVHG� LQHTXDOLW\� DV� WKH\� LQWHJUDWHG�JOREDOO\�� ,Q� WKH� GHYHORSLQJ� ZRUOG�� VXFK� FRXQWULHV� LQFOXGH� $UJHQWLQD�� &KLOH�� &RORPELD��&RVWD� 5LFD�� 8UXJXD\� DQG� &KLQD� �5RELQ�� ������� 6LPLODUO\�� )HOLFLDQR� ������� ILQGV� WKDW�WUDGH�OLEHUDOL]DWLRQ�LQ�0H[LFR�LQ�WKH�PLG�WR�ODWH�����V�OHG�WR�D�UHODWLYHO\�KLJKHU�LQFUHDVH�LQ�WKH�ZDJHV�RI�KLJK�VNLOOHG�ZRUNHUV�UHODWLYH�WR�WKH�XQVNLOOHG��$QG�LQ�WKH�86��WKH�HYLGHQFH�VKRZV�WKDW�ZDJHV�RI�KLJK�VFKRRO�HGXFDWHG�PDOHV�IHOO����SHUFHQW�EHWZHHQ�WKH�PLG�����V�DQG� PLG� ����V�� +RZHYHU�� )LJXUH� �� VXJJHVWV� WKHUH� DUH� DOVR� PDQ\� FRXQWULHV� ZKHUH�LQHTXDOLW\� IHOO� ZLWK� PRUH� WUDGH� RSHQQHVV�� $FFRUGLQJO\�� LW� FDQ� EH� FRQFOXGHG� WKDW� WKH�FKDQJHV� LQ� LQHTXDOLW\� ZLOO� YHU\� PXFK� GHSHQG� RQ� WKH� LQLWLDO� FRQGLWLRQV� �VXFK� DV� WKH�GLVWULEXWLRQ�RI�KXPDQ�FDSLWDO��ODQG�DQG�FDSLWDO��DW�WKH�WLPH�RI�JOREDOL]DWLRQ��DV�ZHOO�DV�RQ�JRYHUQPHQW�DFWLRQV�HQDEOLQJ�WKH�SRRU�DQG�WKH�XQVNLOOHG�WR�EHQHILW�IURP�PRUH�RSHQQHVV�
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)LJXUH����7KH�5HODWLRQ�%HWZHHQ�,QHTXDOLW\�DQG�*URZWK

6RXUFH� :%��*OREDO�(FRQRPLF�3URVSHFWV�DQG�WKH�'HYHORSLQJ�&RXQWULHV�������
*OREDOL]DWLRQ�DQG�WKH�4XDOLW\�RI�/LIH,QFRPHV�GR�QRW�WHOO�WKH�ZKROH�VWRU\��DQG�LW�LV�LQGHHG�SRVVLEOH�WR�ILQG�FRXQWULHV�WKDW�GLG�QRW�PDNH� D� ORW� RI� SURJUHVV� LQ� WHUPV� RI� SHU� FDSLWD� LQFRPH� EXW� VXFFHHGHG� LQ� LPSURYLQJ� WKH�TXDOLW\�RI� OLIH�IRU� LWV�FLWL]HQV��H�J���6UL�/DQND��� 7KH�TXHVWLRQ�LV�ZKHWKHU�JOREDOL]DWLRQ�LV�QHFHVVDULO\�DVVRFLDWHG�ZLWK�VXFK�LPSURYHPHQWV�2Q� WKH� RQH� KDQG�� LW� FRXOG� EH� DUJXHG� WKDW� JOREDOL]DWLRQ� LPSURYHV� WKH� TXDOLW\� RI� OLIH�EHFDXVH� LW�H[SRVHV� WKH�SRSXODWLRQ�RI� WKH�ZRUOG�WR� OLYLQJ�FRQGLWLRQV�DFURVV�QDWLRQV��$V�D�UHVXOW��LW�LQFUHDVHV�WKH�SUHVVXUH�RQ�JRYHUQPHQWV�WR�DOORFDWH�SXEOLF�LQYHVWPHQW�WR�LPSURYH�KHDOWK�� HGXFDWLRQ� DQG� WKH� HQYLURQPHQW�� $W� WKH� VDPH� WLPH�� JOREDOL]DWLRQ� IDFLOLWDWHV� WKH�SURFHVV�RI�DFTXLULQJ�WKH�ODWHVW�LQQRYDWLRQV�WKDW�KDYH�EHDULQJ�RQ�WKH�TXDOLW\�RI�OLIH��2Q�WKH�RWKHU� KDQG�� WKH� FRXQWHU�DUJXPHQW� LV� WKDW� JOREDOL]DWLRQ� HQFRXUDJHV� FRQVSLFXRXV�FRQVXPSWLRQ�RI�JRRGV�DQG�VHUYLFHV� WKDW�FDQQRW�EH�DIIRUGHG�E\� WKH�SRRUHU�FRQVXPHUV� LQ�GHYHORSLQJ� FRXQWULHV�� ,W� DOVR� OHDGV� WR� JUHDWHU� FRPSHWLWLRQ� IURP� LPSRUWV�� ZKLFK� FDXVHV�GLVORFDWLRQ� DQG� XQHPSOR\PHQW�� DW� OHDVW� LQ� WKH� VKRUW� UXQ�� ,Q� DGGLWLRQ�� LW� HQFRXUDJHV� WKH�PLJUDWLRQ�RI�SROOXWLQJ�LQGXVWULHV�IURP�GHYHORSHG�WR�GHYHORSLQJ�FRXQWULHV��WR�EHQHILW�IURP�OHVV�UHVWULFWLYH�HQYLURQPHQWDO�UHJXODWLRQV�DQG�ZHDN�HQIRUFHPHQW�*LYHQ� WKHVH� GLYHUJHQW� YLHZV�� WKH� LVVXH� FROODSVHV� RQFH� DJDLQ� WR� DQ� LQTXLU\� LQWR� WKH�UHVXOWV� RI� HPSLULFDO� LQYHVWLJDWLRQV� UHJDUGLQJ� WKH� OLQN� EHWZHHQ� JOREDOL]DWLRQ� DQG� WKH�TXDOLW\� RI� OLIH�� %XW� WKLV� LV� D� GLIILFXOW� WDVN�� 'HILQLQJ� DQG�PHDVXULQJ� WKH� FKDQJHV� LQ� WKH�TXDOLW\� RI� OLIH� RYHU� WLPH� LV� QRW� HDV\�� 1RU� DUH� WKH� DWWHPSWV� WR� UHODWH� WKLV� FKDQJH� WR�
� 0RUH�RQ�WKH�PHDQLQJ�RI�WKH TXDOLW\�RI�OLIH�EHORZ�
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JOREDOL]DWLRQ��2Q� WKH�PHDVXUHPHQW� LVVXH�� WKH�+XPDQ�'HYHORSPHQW� ,QGH[� �+',���ZKLFK�ZDV�GHYHORSHG�E\�81'3��VHHPV�WR�EH�WKH�EHVW�DYDLODEOH�SUR[\��7KH +',�LV�D�FRPSRVLWH�RI� HGXFDWLRQ�� LQFRPH� DQG� KHDOWK�� $FFRUGLQJ� WR� WKLV� PHDVXUH�� DOO� UHJLRQV� RI� WKH� ZRUOG��GHYHORSHG�RU�QRW��PDGH�VLJQLILFDQW�SURJUHVV� LQ� WKH�ODVW�FHQWXU\��7DEOH�����0RUHRYHU��WKH�GDWD�VKRZ�WKDW� WKH�KXPDQ�GHYHORSPHQW�JDS�EHWZHHQ�SRRU�DQG�ULFK�QDWLRQV�KDV�GHFOLQHG�RYHU� WLPH��%XW� WKH�GDWD�DOVR� UHYHDO� WKDW�SURJUHVV�KDV�EHHQ�XQHYHQ�DFURVV�UHJLRQV��,Q� WKH�GHYHORSHG�ZRUOG��1RUWK�$PHULFD�DQG�:HVWHUQ�(XURSH��DV�H[SHFWHG��HQMR\�DQ�+',�DERYH�WKH� FXWRII� SRLQW� RI� ���� IRU� WKH� FDWHJRU\� RI� KLJK� KXPDQ�GHYHORSPHQW�� ,Q� WKH� GHYHORSLQJ�ZRUOG��RQO\�/DWLQ�$PHULFD�DQG�(DVW�$VLD��H[FOXGLQJ�&KLQD��ILW�WKLV�FDWHJRU\��$W�WKH�RWKHU�HQG� RI� WKH� VFDOH�� 6RXWK� $VLD� DQG� $IULFD� ODJ� EHKLQG�� ZLWK� DQ� +',� EHORZ� WKH� ORZ�GHYHORSPHQW�FXWRII�SRLQW�RI�����
7DEOH����:HLJKWHG�$YHUDJHV�RI+', ���� ���� ���� ����1RUWK�$PHULFD ����� ����� ����� �����:HVWHUQ�(XURSH ����� ����� ����� �����(DVWHUQ�(XURSH ����� ����� �����/DWLQ�$PHULFD ����� ����� �����(DVW�$VLD ����� �����6RXWK�$VLD ����� ����� �����$IULFD ����� �����(J\SW ����� �����+',�LV�DQ�DJJUHJDWH�LQGH[�RI�WKUHH�FRPSRQHQWV��HGXFDWLRQ��LQFRPH�DQG�KHDOWK�VWDQGDUGV��,W�LV�VFDOHG�WR�OLH�EHWZHHQ���DQG� ��� +XPDQ� GHYHORSPHQW� LQ� GLIIHUHQW� FRXQWULHV� LV� FDWHJRUL]HG� DFFRUGLQJ� WR� WKH� YDOXH� RI�+',� LQGH[�� KLJK� KXPDQ�GHYHORSPHQW�FRUUHVSRQGV�WR�LQGH[�YDOXHV�HTXDO�WR�RU�DERYH������PHGLXP�GHYHORSPHQW�FRUUHVSRQGV�WR�YDOXHV�EHWZHHQ�����DQG������DQG�ORZ�GHYHORSPHQW�LV�IRU�YDOXHV�EHORZ������6RXUFH� &UDIWV��1LFKRODV���������

2Q� WKH� OLQN� EHWZHHQ� WKH� LPSURYHPHQWV� LQ� WKH�+',� DQG� JOREDOL]DWLRQ�� WKH� GDWD� VKRZ�WKDW�:HVWHUQ�(XURSH�DQG�1RUWK�$PHULFD�PDGH�WKH�PRVW�SURJUHVV�GXULQJ�WKH�HDUOLHU�SHULRG�RI�JOREDOL]DWLRQ��������������7KH\�DOVR�VKRZ�WKDW�SURJUHVV�LQ�WKHVH�GHYHORSHG�FRXQWULHV�ZDV� VOXJJLVK� GXULQJ� WKH� SHULRG� RI� WKH� WZR�ZRUOG�ZDUV� DQG� SURWHFWLRQLVP� �������������7KHUHIRUH�� LW� LV� WHPSWLQJ�WR�FRQFOXGH�WKDW�JOREDOL]DWLRQ�LV�DVVRFLDWHG�ZLWK�LPSURYHPHQWV�LQ�WKH�+',��7KLV�YLHZ�KDV�WR�EH�TXDOLILHG��KRZHYHU��7R�EHJLQ�ZLWK��WKH�GDWD�DOVR�VKRZ�WKDW�SURJUHVV� ZDV� PRGHVW� LQ� WKH� GHYHORSHG� ZRUOG� GXULQJ� WKH� FXUUHQW� ZDYH� RI� JOREDOL]DWLRQ�
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������������� ,Q�DGGLWLRQ��WKHUH�LV�QR�TXHVWLRQ�WKDW�WKH�LPSURYHPHQWV�LQ�WKH�+',�FDQ�DOVR�EH�WUDFHG�WR�RWKHU�IDFWRUV��VXFK�DV�PHGLFDO�GLVFRYHULHV�SURORQJLQJ�OLIH�H[SHFWDQF\�:KDWHYHU� WKH�UHODWLRQVKLS�EHWZHHQ�WKH�TXDOLW\�RI� OLIH�DQG�JOREDOL]DWLRQ�PD\�EH��WKUHH�REVHUYDWLRQV� DUH� ZRUWK� QRWLQJ�� )LUVW�� WKHUH� DUH� V\QHUJLHV� DPRQJ� WKH� WULDQJOH� RI� UDSLG�JURZWK�LQ�SHU�FDSLWDO�LQFRPH��SRYHUW\�UHGXFWLRQ�DQG�WKH�TXDOLW\�RI�OLIH��0RUH�VSHFLILFDOO\��WKH� PRVW� UHFHQW� :RUOG� 'HYHORSPHQW� 5HSRUW� ������� FOHDUO\� GHPRQVWUDWHV� WKDW� SRYHUW\�UHGXFWLRQ� WUDLOV� HFRQRPLF� JURZWK� �:'5�� �������:LWK� WKH� ULVH� LQ� LQFRPH� DQG� SRYHUW\�UHGXFWLRQ�� WKH� TXDOLW\� RI� OLIH� LQHYLWDEO\� LPSURYHV� DV� FRXQWULHV� FDQ� WKHQ� DIIRUG� WR� VSHQG�PRUH� RQ� KHDOWK� DQG� HGXFDWLRQ�� 7KH� VHFRQG� REVHUYDWLRQ�� WKRXJK�� LV� WKDW� WKHVH� SRVLWLYH�V\QHUJLHV�RFFXU�PXFK�PRUH�IRUFHIXOO\�ZKHQ�JRYHUQPHQWV�FRQVFLRXVO\�WDNH�FHUWDLQ�DFWLRQV�WR� HQVXUH� WKDW� WKH� EHQHILWV� RI� JURZWK� DUH� VKDUHG�ZLGHO\�� SRYHUW\� SRFNHWV� DUH� DGGUHVVHG�KHDG�RQ��DQG�WKH�TXDOLW\�RI�OLIH�LV�YDOXHG�7KH�WKLUG�REVHUYDWLRQ�LV�WKDW�WKH�GDWD�VKRZ�WKDW�WKH KXPDQ�GHYHORSPHQW�JDS�EHWZHHQ�SRRU�DQG�ULFK�QDWLRQV�KDV�GHFOLQHG�RYHU� WLPH��%XW� WKH�GDWD�DOVR� UHYHDO� WKDW�SURJUHVV�KDV�EHHQ�XQHYHQ�DFURVV�UHJLRQV��,Q�WKH�GHYHORSHG�ZRUOG��1RUWK�$PHULFD�DQG�:HVWHUQ�(XURSH�H[SHFWHGO\� HQMR\� DQ�+',� DERYH� WKH� FXWRII� SRLQW� RI� ���� IRU� WKH� FDWHJRU\�RI�KLJK�KXPDQ�GHYHORSPHQW�� ,Q� WKH� GHYHORSLQJ� ZRUOG�� RQO\� /DWLQ� $PHULFD� DQG� (DVW� $VLD� �H[FOXGLQJ�&KLQD��ILW�WKLV�FDWHJRU\��$W�WKH�RWKHU�HQG�RI�WKH�VFDOH��6RXWK�$VLD�DQG�$IULFD�ODJ�EHKLQG��ZLWK�DQ�+',�EHORZ�WKH�ORZ�GHYHORSPHQW�FXWRII�SRLQW�RI�����
,9��&RQFOXGLQJ�5HPDUNV3HUKDSV� WKH� EHVW� ZD\� WR� FRQFOXGH� WKLV� UHYLHZ� RI� WKH� GHEDWH� RYHU� WKH� LPSDFW� RI�JOREDOL]DWLRQ�RQ�WKH�HFRQRPLF�ZHOO�EHLQJ�RI�FLWL]HQV�RI�WKH�ZRUOG�LV�E\�FLWLQJ�D�PHWDSKRU�,�ILUVW�KHDUG�IURP�0LFKDHO�0XVVD��$FFRUGLQJ�WR�KLP��JOREDOL]DWLRQ�LV�OLNH�ILUH��7RR�PXFK�RI�LW�FDQ�EXUQ�\RXU�KRXVH��$�ILUHSODFH��KRZHYHU��FDQ�EULQJ�ZDUPWK�LQ�FROG�ZLQWHUV�&OHDUO\��QR�VLQJOH�FRXQWU\�FDQ�UHYHUVH�RU�LJQRUH�JOREDOL]DWLRQ��7KH�FKDOOHQJH�IRU�SROLF\�PDNHUV� LQ� GHYHORSLQJ� FRXQWULHV� LV� WR� XQGHUWDNH� WKH� QHFHVVDU\� UHIRUPV� DW� KRPH� VR� DV� WR�PD[LPL]H�WKH�EHQHILWV�IURP�DQG�PLQLPL]H�WKH�FRVWV�RI�JOREDOL]DWLRQ�WR�DOO�FLWL]HQV��

� 7KHUH�PD\�EH�GLPLQLVKLQJ�UHWXUQV�WR�WKH�LPSURYHPHQW�LQ�WKH�+',��ZLWK�SRVVLEOH�ELJ�GLVFUHWH�LPSURYHPHQWV�DW�DQ�HDUOLHU�VWDJH�RI�GHYHORSPHQW�
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