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0RURFFR�DQG�7XQLVLD�KDYH�ERWK�UHFHQWO\�VLJQHG�FRPSUHKHQVLYH�LQWHJUDWLRQ�DJUHHPHQWV�ZLWK�WKH�(XURSHDQ�8QLRQ��(8���7KHVH�DJUHHPHQWV�FRQVLVW�RI�LQFUHDVHG�DLG�DQG�WHFKQLFDO�DVVLVWDQFH�IURP�WKH�(8��LQ�H[FKDQJH�IRU�UHGXFWLRQV�LQ�WUDGH�EDUULHUV�RYHU�D�SHULRG�RI����\HDUV�RQ�WKH�S DUW�RI�0RURFFR�DQG�7XQLVLD��7KH�DJUHHPHQWV�DUH�SDUW�RI�D�EURDGHU�(XURSHDQ�VWUDWHJ\�WR�IRUJH�WUDGH�DOOLDQFHV�DQG�SURPRWH�IDVWHU�FRQYHUJHQFH�RI�LQFRPHV�EHWZHHQ�(XURSH
V�WUDQVLWLRQDO�DQG�GHYHORSLQJ�HFRQRP\�QHLJKERXUV�DQG�WKH�(8�7KLV�SDSHU�H[DPLQHV�WKH�JURZWK�LPSDFW�RI�WKH�(8�3DUWQHUVKLS�DJUHHPHQWV�RQ�0RURFFR�DQG�7XQLVLD²JDLQV�IURP�WUDGH�OLEHUDOL]DWLRQ��LQFUHDVHG�IRUHLJQ�LQYHVWPHQW��DQG�LPSURYHPHQWV�LQ�SURGXFWLYLW\²ORRNLQJ�DW�WUHQGV�LQ�ERWK�FRXQWULHV�EHWZHHQ����������DQG�DW�UHFHQW�HVWLPDWHV�RI�WKH�ZHOIDUH�HIIHFWV�RI�WUDGH�OLEHUDOL]DWLRQ�XQGHU�WKH�DJUHHPHQWV��7KH�SDSHU�DOVR�H[DPLQHV�WKH�SRVVLEOH�LPSDFW�RQ�LQYHVWPHQW�EHKDYLRXU��DQG�RSWLRQV�IRU�DFFHOHUDWLQJ�SURGXFWLYLW\�LPSURYHPHQW��,W�FRQFOXGHV�WKDW�LQFUHDVHG�LQYHVWPHQW�DQG�WHFKQRORJ\�WUDQVIHU�DUH�WKH�JUHDWHVW�S RWHQWLDO�EHQHILWV�RI�WKH�(XUR�0HG�SDUWQHUVKLS��EXW�WKDW�IXUWKHU�SROLF\�DFWLRQV�E\�0RURFFR�DQG�7XQLVLD��FRPSOHPHQWDU\�WR�WKRVH�FRQWDLQHG�LQ�WKH�DJUHHPHQWV��ZLOO�EH�QHHGHG�
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���,QWURGXFWLRQ0RURFFR�DQG�7XQLVLD�KDYH�HDFK�UHFHQWO\�VLJQHG�FRPSUHKHQVLYH�LQWHJUDWLRQ�DJUHHPHQWV�ZLWK�WKH�(XURSHDQ�8QLRQ��(8���7KHVH�DJUHHPHQWV�FRQVLVW�RI�WZR�HVVHQWLDO�HOHPHQWV²LQFUHDVHG�DLG�IORZV�DQG�WHFKQLFDO�DVVLVWDQFH�LQ�H[FKDQJH�IRU�UHGXFWLRQV�LQ�WUDGH�EDUULHUV�DQG�RWKHU�LPSHGLPHQWV�WR�WKH�IORZ�RI�JRRGV�DQG�LQYHVWPHQW�RYHU�D�SHULRG�RI����\HDUV��7KH�(8�0HG�LQLWLDWLYH��RI�ZKLFK�WKHVH�DJUHHPHQWV�IRUP�D�PDMRU�SDUW��LV�RQH�HOHPHQW�RI�D�PXFK�EURDGHU�(XURSHDQ�VWUDWHJ\�WR�IRUJH�WUDGH�DOOLDQFHV�ZLWK�FRXQWULHV�RQ�(XURSH
V�SHULSKHU\��$JUHHPHQWV�ZLWK�DERXW����(DVWHUQ�(XURSHDQ�FRXQWULHV�LQ�WUDQVLWLRQ�ZHUH�VLJQHG�LQ�������DQG�WKH�(8�LV�DW�SUHVHQW�DFWLYHO\�QHJRWLDWLQJ�ZLWK�(J\SW�DQG�-RUGDQ�WR�H[WHQG�LWV�ZHE�RI�LQWHJUDWLRQ�DJUHHPHQWV�WR�WKH�0DVKUHT��7KHVH�(XURSHDQ�LQLWLDWLYHV�DUH�LQWHQGHG�WR�SURPRWH�IDVWHU�FRQYHUJHQFH�RI�LQFRPHV�EHWZHHQ�(XURSH
V�WUDQVLWLRQDO�DQG�GHYHORSLQJ�HFRQRP\�QHLJKERUV�DQG�WKH�(XURSHDQ�8QLRQ�7UDGH�H[SHUWV�KDYH�WUDGLWLRQDOO\�YLHZHG�UHJLRQDO�LQWHJUDWLRQ�VFKHPHV�DV�RIIHULQJ�IHZ�EHQHILWV�FRPSDUHG�ZLWK�XQLYHUVDO�WUDGH�OLEHUDOL]DWLRQ��7KH�FRVWV�RI�GLYHUVLRQ�RI�WUDGH�DZD\�IURP�OHDVW�FRVW�VXSSOLHUV�PD\�RXWZHLJK�WKH�SRWHQWLDO�JDLQV�RI�WUDGH�FUHDWLRQ�DPRQJ�PHPEHUV�RI�WKH�DJUHHPHQW��DQG�HYHQ�ZKHQ�QHW�WUDGH�FUHDWLRQ�HIIHFWV�DUH�SRVLWLYH��WKH�HVWLPDWHG�ZHOIDUH�JDLQV�IURP�SDUWLDO�OLEHUDOL]DWLRQ�DUH�IUHTXHQWO\�VPDOO��7KH�IDLOXUH�RI�QXPHURXV�LQWHJUDWLRQ�DJUHHPHQWV�DPRQJ�GHYHORSLQJ�FRXQWULHV��DQG�WKH�VXFFHVV�RI�WKH�(DVW�$VLDQ�HFRQRPLHV�ZLWKRXW�IRUPDO�UHJLRQDO�DJUHHPHQWV��KDYH�DGGHG�WR�WKH�VNHSWLFLVP�1HYHUWKHOHVV��HIIRUWV�WR�FUHDWH�UHJLRQDO�WUDGLQJ�EORFV�SURFHHG�ZRUOGZLGH��,Q�DGGLWLRQ�WR�WKH�(8�DJUHHPHQWV��WKH�1$)7$�DQG��PRUH�UHFHQWO\��WKH�$6($1�DJUHHPHQWV�VXJJHVW�WKDW�SROLF\�PDNHUV�LQ�ERWK�DGYDQFHG�DQG�GHYHORSLQJ�HFRQRPLHV�UHPDLQ�XQSHUVXDGHG�E\�VWDWLF��ZHOIDUH�EDVHG�FDOFXODWLRQV�RI�WKH�OLPLWHG�EHQHILWV�RI�UHJLRQDO�LQWHJUDWLRQ��7KH�SRWHQWLDO�G\QDPLF�EHQHILWV�RI�LQWHJUDWLRQ�DJUHHPHQWV²WKHLU�LPSDFW�RQ�ORQJ�UXQ�HFRQRPLF�JURZWK²DUH�XVXDOO\�SXW�IRUZDUG�DV�WKH�UDWLRQDOH�IRU�WKHLU�H[LVWHQFH��%URDGO\��WKHVH�G\QDPLF�EHQHILWV�IDOO�LQWR�WZR�JURXSV²WKH�SRVVLELOLW\�RI�LQFUHDVHG�LQYHVWPHQW�IORZV�DQG�WKH�SRVLWLYH�LPSDFW�RI�LQWHJUDWLRQ�DJUHHPHQWV�RQ�SURGXFWLYLW\�DQG�WHFKQRORJLFDO�FKDQJH��%RWK�FKDQQHOV�FDQ�UDLVH�JURZWK�UDWHV�3ROLWLFDO�HFRQRP\�DUJXPHQWV�DUH�QRZ�URXWLQHO\�EURXJKW�IRUZDUG�WR�XQGHUSLQ�WKH�LPSDFW�RI�LQWHJUDWLRQ�DJUHHPHQWV�RQ�LQYHVWPHQW�EHKDYLRU��7KH �FUHGLELOLW\��RI�WKH�UXOHV�DIIHFWLQJ�GRPHVWLF�DQG�IRUHLJQ�LQYHVWPHQW�LV�YLHZHG�DV�JUHDWHU�LQ�DQ�LQWHJUDWLRQ�DJUHHPHQW�WKDQ�IURP�GRPHVWLFDOO\�EDVHG�UXOH�FKDQJHV�DORQH��OHDGLQJ�WR�D�UHGXFWLRQ�LQ�SHUFHLYHG�SROLWLFDO�ULVNV�RI�LQYHVWPHQW��+RHNPDQ���������7KH�RSSRUWXQLWLHV�IRU��GHHSHU�LQWHJUDWLRQ���LQFOXGLQJ�KDUPRQL]DWLRQ�RI�VWDQGDUGV��FRPSHWLWLRQ�SROLFLHV��WD[DWLRQ�DQG�UHJXODWLRQV��DUH�DOVR�FLWHG�DV�PHFKDQLVPV�E\�ZKLFK�LQYHVWRU�EHKDYLRU�FDQ�EH�FKDQJHG��/DZUHQFH��������
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7KH�PHDQV�E\�ZKLFK�LQWHJUDWLRQ�DJUHHPHQWV FDQ�UDLVH�SURGXFWLYLW\�JURZWK�UDWHV�KDYH�EHHQ�OHVV�WKRURXJKO\�H[SORUHG��2QH�VWUDQG�RI�DUJXPHQW�HPSKDVL]HV�WKDW�VRPH�RI�WKH�GHHSHU�LQWHJUDWLRQ�DVSHFWV�RI�WKH�DJUHHPHQWV��VXFK�DV�KDUPRQL]DWLRQ�RI�VWDQGDUGV�DQG�LPSURYHPHQWV�LQ�WUDGH�IDFLOLWDWLRQ��PD\�UHGXFH�WUDQVDFWLRQV�FRVWV�DQG�HQKDQFH�PHDVXUHG�SURGXFWLYLW\��5XWKHUIRUG��5XWVWURP��DQG�7DUU���������%XW�WKH�PHFKDQLVPV�E\�ZKLFK�WKHVH�FRVW�UHGXFWLRQV�WDNH�SODFH�DUH�IUHTXHQWO\�RQO\�VNHWFKLO\�RXWOLQHG��DQG�WKH�UHVXOWLQJ�HVWLPDWHV�RI�EHQHILWV�DUH�KLJKO\�DUELWUDU\��$QRWKHU�DUJXPHQW�HPSKDVL]HV�LPSURYHPHQWV�LQ�OHDUQLQJ�DQG�SURGXFWLYLW\�DW�WKH�SODQW�OHYHO��DULVLQJ�IURP�LQFUHDVHG�H[SRUW�ULYDOU\�RU�LPSRUW�FRPSHWLWLRQ��7KHVH�LPSDFWV�DUH�RI�FRXUVH�GHSHQGHQW�RQ�WKH�WUDGH�FUHDWLRQ�HIIHFWV�RI�WKH�LQWHJUDWLRQ�DJUHHPHQWV�WKHPVHOYHV��)LQDOO\��ZKHUH�DJUHHPHQWV�VXFK�DV�WKH�(XUR�0HG�,QLWLDWLYH�LQFOXGH�DLG�DQG�WHFKQLFDO�DVVLVWDQFH��WHFKQRORJ\�WUDQVIHU�DQG�SURGXFWLYLW\�HQKDQFHPHQW�FDQ�EH�H[SOLFLW�DLG�REMHFWLYHV�7KLV�SDSHU�H[DPLQHV�WKUHH�GLPHQVLRQV�RI�WKH�JURZWK�LPSDFW�RI�WKH�(XURSHDQ ,QWHJUDWLRQ�DJUHHPHQWV�RQ�0RURFFR�DQG�7XQLVLD²JDLQV�IURP�WUDGH�OLEHUDOL]DWLRQ��LQFUHDVHG�IRUHLJQ�LQYHVWPHQW��DQG�LPSURYHPHQWV�LQ�SURGXFWLYLW\��6HFWLRQ���ORRNV�EULHIO\�DW�KLVWRULFDO�WUHQGV�LQ�JURZWK��LQYHVWPHQW��DQG�SURGXFWLYLW\�FKDQJH�LQ�ERWK�FRXQWULHV�EHWZHHQ������DQG�������6HFWLRQ���VXPPDUL]HV�WKH�UHVXOWV�RI�UHFHQW�HVWLPDWHV�RI�WKH�ZHOIDUH�HIIHFWV�RI�WUDGH�OLEHUDOL]DWLRQ�XQGHU�WKH�DJUHHPHQWV��6HFWLRQ���H[DPLQHV�WKH�SRVVLEOH�LPSDFW�RI�WKH�DJUHHPHQWV�RQ�LQYHVWPHQW�EHKDYLRU��HVSHFLDOO\�RQ�IRUHLJQ�GLUHFW�LQYHVWPHQW��)',���DQG�6HFWLRQ���UHYLHZV�SRVVLEOH�FKDQQHOV�IRU�WKH�DFFHOHUDWLRQ�RI�SURGXFWLYLW\�FKDQJH�����*URZWK��,QYHVWPHQW�DQG�3URGXFWLYLW\�&KDQJH�LQ�WKH�/RQJ�5XQ�0RURFFR�DQG�7XQLVLD�DUH�WKH�VWDU�SHUIRUPHUV�RI�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD��0(1$��UHJLRQ�LQ�WHUPV�RI�JURZWK�Î %HWZHHQ������DQG�������7XQLVLD�JUHZ�E\�VOLJKWO\�PRUH�WKDQ���SHUFHQW�SHU�\HDU��DQG�0RURFFR�E\�VOLJKWO\�PRUH�WKDQ�����SHUFHQW��$V�D�UHVXOW��0RURFFR�KDV�PRUH�WKDQ�GRXEOHG�LWV�SHU�FDSLWD�LQFRPH�LQ�WKH�ODVW����\HDUV��ZKLOH�7XQLVLD�KDV�WULSOHG�LWV�SHU�FDSLWD�LQFRPH��:KLOH�WKHVH�DFKLHYHPHQWV�DUH�GUDPDWLF�DQG�YLVLEOH��WKH\�IDOO�VKRUW�LQ�FRPSDULVRQ�ZLWK�WKH�UDSLGO\�JURZLQJ�(DVW�$VLDQ�HFRQRPLHV��,I�0RURFFR�DQG�7XQLVLD�KDG�JURZQ��LQ�SHU�FDSLWD�WHUPV��DV�IDVW�DV�WKH�DYHUDJH�IRU�(DVW�$VLD�RYHU�WKH�VDPH�SHULRG��SHU�FDSLWD�LQFRPH�ZRXOG�EH������KLJKHU�WRGD\�LQ�7XQLVLD�DQG��������KLJKHU�LQ�0RURFFR�8VLQJ�VLPSOH�JURZWK�DFFRXQWLQJ��ZH�GHFRPSRVH�0RURFFR
V�DQG�7XQLVLD
V�JURZWK�LQWR�LWV�VRXUFH�HOHPHQWV��7DEOH�����&RXQWULHV�JURZ�E\�DFFXPXODWLQJ�ODERU��FDSLWDO��DQG�KXPDQ�FDSLWDO��DQG�E\�XVLQJ�WKHVH�UHVRXUFHV�PRUH�HIILFLHQWO\��7KHUH�LV�D�VXEVWDQWLDO�UHFHQW�OLWHUDWXUH�WKDW�
Î 7KH�0LGGOH�(DVW�DQG�1RUWK�$IULFD��0(1$��UHJLRQ�LV�KHUH�XVHG�WR�GHVFULEH�DOO�$UDE�FRXQWULHV�H[FHSW�0DXULWDQLD�DQG�6XGDQ�SOXV�,UDQ�
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DGYDQFHV�HYLGHQFH�DFURVV�FRXQWULHV�RQ�WKH�UHODWLYH�FRQWULEXWLRQ�RI�WKHVH�WKUHH�EDVLF�LQSXWV�DQG�RI�HIILFLHQF\�JDLQV²WRWDO�IDFWRU�SURGXFWLYLW\��7)3�²WR�RXWSXW�JURZWK�Ï
7DEOH�����'HWHUPLQDQWV�RI�/RQJ�WHUP�*URZWK0RURFFR 7XQLVLD (��$VLD 3RUWXJDO 6SDLQ )UDQFH
3HU�&DSLWD�,QFRPH��O�����86�����*'3�*URZWK�����������SHUFHQW����&RQWULEXWLRQ�WR�*URZWK��SHUFHQWDJH�SRLQWV����&DSLWDO�$FFXPXODWLRQ/DERU�)RUFH�*URZWK+XPDQ�&DSLWDO�*URZWK7RWDO�)DFWRU�3URGXFWLYLW\���
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1RWHV� ���������IRU�3RUWXJDO��6SDLQ��DQG�)UDQFH�������������IRU�3RUWXJDO�����$XWKRUV¶�FDOFXODWLRQV��XVLQJ�WKH�1HKUX�DQG�'KDUHVKZDU��������GDWD�VHW�
,Q�DOO�FRXQWULHV��ODERU�IRUFH�JURZWK�LV�D�EDVLF�VRXUFH�RI�HFRQRPLF�JURZWK��,Q�ERWK�0RURFFR�DQG�7XQLVLD��ODERU�IRUFH�JURZWK�KDV�DFFRXQWHG�IRU�DERXW�RQH�SHUFHQWDJH�SRLQW�RI�*'3�JURZWK�SHU�\HDU�RQ�DYHUDJH�GXULQJ�WKH�ODVW����\HDUV��,Q�FRPSDULVRQ��ODERU�IRUFH�JURZWK�FRQWULEXWHG�RQO\�DERXW�RQH�KDOI�RI�RQH�SHUFHQW�WR�RXWSXW�JURZWK�LQ�(DVW�$VLD��ZKHUH�SRSXODWLRQ�JURZWK�GURSSHG�RII�HDUOLHU�DQG�PRUH�VXEVWDQWLDOO\�+XPDQ FDSLWDO�DFFXPXODWLRQ��SUR[LHG�E\�DYHUDJH�HGXFDWLRQDO�DFKLHYHPHQW��KDV�EHHQ�PRUH�LPSRUWDQW�WKDQ�ODERU�DFFXPXODWLRQ��HVSHFLDOO\�LQ�0RURFFR��LQ�FRQWULEXWLQJ�WR�HFRQRPLF�JURZWK��$OWKRXJK�WKH�OHYHO�RI�HGXFDWLRQ�RI�WKH�DYHUDJH�0RURFFDQ�ZRUNHU�ZDV�DQG�LV�VXEVWDQWLDOO\�EHORZ�WKDW�RI�WKH�DYHUDJH�7XQLVLDQ�ZRUNHU��WKH�UDWH�RI�DFFXPXODWLRQ�RI�HGXFDWLRQ�ZDV�KLJKHU�LQ�0RURFFR�GXULQJ�����±����,Q�0RURFFR��KXPDQ�FDSLWDO�DFFXPXODWLRQ�LV�HVWLPDWHG�WR�KDYH�FRQWULEXWHG�DERXW�WZR�SHUFHQWDJH�SRLQWV�DQQXDOO\�WR�JURZWK��PRUH�WKDQ�WKH�URXJKO\�RQH�DQG�D�TXDUWHU�SHUFHQWDJH�SRLQW�UDWH�LQ�ERWK�(DVW�$VLD�DQG�7XQLVLD�7KH�PRVW�LPSRUWDQW�FRQWULEXWLRQ�WR�JURZWK�LQ�0RURFFR�DQG�7XQLVLD�KDV�EHHQ�DFFXPXODWLRQ�RI�SK\VLFDO�FDSLWDO��2Q�DYHUDJH��QHW�QHZ�LQYHVWPHQW�DGGHG�DERXW�WZR�DQG�RQH�KDOI�SHUFHQWDJH�SRLQWV�SHU�\HDU�WR�JURZWK��,Q�WKLV�FDVH��WKH�WZR�0DJKUHE�FRXQWULHV�ODJ�WKH�WKUHH�SHUFHQWDJH�SRLQW�DYHUDJH�IRU�(DVW�$VLD��ZKHUH�VDYLQJ�UDWHV�KDYH�EHHQ�FRQVLVWHQWO\�DPRQJ�WKH�KLJKHVW�LQ�WKH�ZRUOG���'XULQJ�WKH�ODVW����\HDUV��LQYHVWPHQW�DYHUDJHG����SHUFHQW�RI�*'3�LQ�0RURFFR�DQG����SHUFHQW�LQ�7XQLVLD��

Ï 1HKUX�DQG�'KDUHVKZDU��������SURYLGH�DQ�H[WHQVLYH�ELEOLRJUDSK\�
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<HW��GLIIHUHQFHV�LQ�SK\VLFDO�FDSLWDO�DFFXPXODWLRQ�DUH�QRW�HQRXJK�WR�H[SODLQ�WKH�GLIIHUHQFHV�EHWZHHQ�JURZWK�UDWHV�LQ�0RURFFR�DQG�7XQLVLD�DQG�(DVW�$VLD��(VWLPDWHV�RI�WRWDO�IDFWRU�SURGXFWLYLW\�LQ�0RURFFR�DQG�7XQLVLD�VKRZ�D�ORZ�RU�QHJDWLYH�DYHUDJH�DQQXDO�FRQWULEXWLRQ�WR�JURZWK�VLQFH�������UDQJLQJ�IURP�WKUHH�TXDUWHUV�RI�RQH�SHUFHQWDJH�SRLQW�WR�D�VLJQLILFDQWO\�QHJDWLYH�QXPEHU��9LUWXDOO\�DOO�RI�WKH�GLIIHUHQFHV�LQ�JURZWK�UDWHV�EHWZHHQ�0RURFFR�DQG�7XQLVLD�DQG�(DVW�$VLD�FDQ�EH�H[SODLQHG�E\�ORZHU�WRWDO�IDFWRU�SURGXFWLYLW\�JURZWK�Ð 0RURFFR�DQG�7XQLVLD�KDYH��IRU�WKH�PRVW�SDUW��DFKLHYHG�HFRQRPLF�JURZWK�WKH�KDUG�ZD\²WKURXJK�SK\VLFDO�DQG�KXPDQ�FDSLWDO�DFFXPXODWLRQ��1RW�RQO\�KDYH�HIILFLHQF\�JDLQV�EHHQ�ORZHU�LQ�0RURFFR�DQG�7XQLVLD�WKDQ�LQ�(DVW�$VLD��WKHVH�JDLQV�KDYH�DOVR�EHHQ�ORZHU�WKDQ�LQ�:HVWHUQ�(XURSH��ZKHUH�7)3�FRQWULEXWHG�DOPRVW�RQH�DQG�WKUHH�IRXUWKV�SHUFHQWDJH�SRLQWV�WR�DQQXDO�JURZWK�EHWZHHQ������DQG������0RURFFR�DQG�7XQLVLD�KDYH�DFKLHYHG�EHWWHU�UHVXOWV�LQ�WHUPV�RI�7)3�LQ�UHFHQW�\HDUV��%HWZHHQ������DQG�������WRWDO�IDFWRU�SURGXFWLYLW\�JURZWK�LV�HVWLPDWHG�DW�DERXW�����SHUFHQW�SHU�\HDU�LQ�7XQLVLD�DQG�����SHUFHQW�SHU�\HDU�LQ�0RURFFR��,W�LV�OLNHO\�WKDW�WKHVH�LPSURYHPHQWV�FDQ�EH�OLQNHG�WR�VWUXFWXUDO�DGMXVWPHQW��ZKLFK�UHGXFHG WUDGH�SURWHFWLRQ�VXEVWDQWLDOO\�LQ�ERWK�FRXQWULHV��DQG�WR�D�UHGXFWLRQ�LQ�WKH�VKDUH�RI�SXEOLF�LQYHVWPHQW�LQ�WRWDO�LQYHVWPHQW��,Q�ERWK�FRXQWULHV��WKHUH�LV�HYLGHQFH�WKDW�SXEOLF�LQYHVWPHQW��QRWDEO\�SXEOLF�HQWHUSULVH�LQYHVWPHQW��KDV�EHHQ�OHVV�SURGXFWLYH�WKDQ�SULYDWH�LQYHVWPHQW��:RUOG�%DQN������D������E���,Q�0RURFFR��SXEOLF�VHFWRU�LQYHVWPHQW�IHOO�IURP����SHUFHQW�RI�WRWDO�IL[HG�LQYHVWPHQW�LQ�WKH�HDUO\�����V�WR�DERXW����SHUFHQW�LQ�������,Q�7XQLVLD��SULYDWH�LQYHVWPHQW�UHPDLQV�D�PRGHVW�RQH�WKLUG�RI�WRWDO�LQYHVWPHQW�EXW�KDV�EHHQ�ULVLQJ�VLQFH�������ZKHQ�WKH�SULYDWH�VKDUH�ZDV�RQO\�RQH�TXDUWHU��+RZHYHU��WKH�UHFHQW�HIILFLHQF\�JDLQV�LQ�0RURFFR�DQG�7XQLVLD�UHPDLQ�LQVXIILFLHQW�WR�DFKLHYH�WKH�KLJK�UDWHV�RI�JURZWK�UHTXLUHG�WR�FORVH�WKH�LQFRPH�JDS�EHWZHHQ�VRXWKHUQ�(XURSH�DQG�WKH0DJKUHE�LQ�D�IHZ�GHFDGHV����+RZ�/DUJH�DUH�WKH�%HQHILWV�IURP�7UDGH�/LEHUDOL]DWLRQ"7UDGLWLRQDOO\��VWXGLHV�RI�IUHH�WUDGH�DJUHHPHQWV�KDYH�IRFXVHG�RQ�WKH�ZHOIDUH�HIIHFWV�RI�WUDGH�OLEHUDOL]DWLRQ��5HFHQW�VWXGLHV�RI�WKH�SRVVLEOH�EHQHILWV�RI�WKH�0RURFFR�DQG�7XQLVLD�IUHH�WUDGH�DJUHHPHQWV�LQGLFDWH�WKDW�WKH�EHQHILWV�DUH�VLJQLILFDQW�EXW�QRW�HQRXJK�WR�LPSO\�UDSLG�LQFRPH�FRQYHUJHQFH��5XWKHUIRUG��5XVWURP��DQG�7DUU���������������7KHVH�UHVXOWV�ZHUH�JHQHUDWHG�XVLQJ�DSSOLHG�JHQHUDO�HTXLOLEULXP�PRGHOV�RI�WKH�WZR�FRXQWULHV��8VLQJ�VLPLODU�SROLF\�
Ð 7KHUH�LV�D�VFKRRO�RI��JURZWK�IXQGDPHQWDOLVWV��ZKR�DUJXH�WKDW�PRUH�SUHFLVH�HVWLPDWHV�LQ�(DVW�$VLD�ZRXOG�\LHOG�VXEVWDQWLDOO\�VPDOOHU�UHVLGXDOV�RI�7)3�FKDQJH��.UXJPDQ��������VXPPDULVHV�WKHLU�DUJXPHQW��,W�LV�OLNHO\��KRZHYHU��WKDW�DSSOLFDWLRQ�RI�VLPLODU�JURZWK�DFFRXQWLQJ�PHWKRGV�WR�WKH�GDWD�IRU�0RURFFR�DQG�7XQLVLD�ZRXOG�\LHOG�VXEVWDQWLDOO\�ORZHU�RU�KLJKHU�QHJDWLYH�UHVLGXDOV��WKXV�SUHVHUYLQJ�WKH�RUGLQDO�UDQNLQJ�
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VFHQDULRV��WKH�ZHOIDUH�JDLQV�DUH�HVWLPDWHG�WR�EH�DERXW�����SHUFHQW�RI�*'3�LQ�0RURFFR�DQG�����SHUFHQW�RI�*'3�LQ�7XQLVLD��7DEOH�����7R�SXW�WKHVH�QXPEHUV�LQ�SHUVSHFWLYH��WKH�FXPXODWLYH�HIIHFW�RYHU����\HDUV�RI�WKHVH�JDLQV�ZRXOG�EH�DQ�LQFUHDVH�RI�SHU�FDSLWD�LQFRPH�RI�DERXW�����SHU�SHUVRQ�LQ�0RURFFR�DQG�����SHU�SHUVRQ�LQ�7XQLVLD��7KH�JDLQV�ZRXOG�EH�ODUJHU��RI�FRXUVH��LI�0RURFFR�DQG�7XQLVLD�ZHUH�WR�OLEHUDOL]H�ZLWK�UHVSHFW�WR�WKH�HQWLUH�ZRUOG��%\�GRLQJ�VR��WKH\�ZRXOG�HOLPLQDWH�WKH�WUDGH�GLYHUVLRQ�HIIHFWV�WKDW�UHGXFH�WKH�EHQHILWV�RI�UHJLRQDO�LQWHJUDWLRQ�DJUHHPHQWV��:LWK�IXOO�OLEHUDOL]DWLRQ��WKH�ZHOIDUH�EHQHILWV�WR�0RURFFR�DQG�7XQLVLD�ZRXOG�EH�EHWZHHQ���SHUFHQW�DQG�����SHUFHQW�RI�*'3�
7DEOH�����:HOIDUH�*DLQV�IURP�7UDGH�/LEHUDOL]DWLRQ���3HUFHQW�RI 3UH�$JUHHPHQW�*'3�0RURFFR 7XQLVLD
)UHH�7UDGH�$JUHHPHQW�ZLWK�WKH�(88QLODWHUDO�OLEHUDOL]DWLRQ�ZLWK�UHVSHFW�WR�WKH�ZRUOG)7$�ZLWK�(8�LQFOXGLQJ�EHQHILWV�IURP�KDUPRQL]DWLRQ�RI�VWDQGDUGV��SURGXFW�TXDOLW\�LPSURYHPHQWV��DQG�LQFUHDVHG�WUDGLQJ�HIILFLHQF\�$ERYH EHQHILWV�ZLWK�XQLODWHUDO�OLEHUDOL]DWLRQ�ZLWK�UHVSHFW�WR�WKH�ZRUOG

������
Q�D�
Q�D

������
���
���6RXUFH���5XWKHUIRUG��5XVWURP��DQG�7DUU�������DQG�O����

�7UDGH�GLYHUVLRQ�LV�UHODWLYHO\�VPDOO�EHFDXVH�PRUH�WKDQ����SHUFHQW�RI�0RURFFR
V�QRQ�RLO�LPSRUWV DQG�PRUH�WKDQ����SHUFHQW�RI�7XQLVLD
V�DOUHDG\�FRPH�IURP�(XURSH��7KH�PDLQ�EHQHILFLDULHV�RI�WKH�(8�IUHH�WUDGH�DJUHHPHQWV�DUH�FRQVXPHUV��&XUUHQWO\��0RURFFDQ�DQG�7XQLVLDQ�QRQ�DJULFXOWXUDO�H[SRUWV��ZLWK�D�IHZ�VPDOO�H[FHSWLRQV��HQWHU�WKH�(8�PDUNHW�GXW\�IUHH��7KHUHIRUH��WKH�PDMRU�EHQHILWV�FRPH�IURP�ORZHU�WUDGHG�JRRG�SULFHV�LQ�0RURFFR�DQG�7XQLVLD��7KHVH�EHQHILWV�PRUH�WKDQ�RIIVHW�WKH�FRVWV�RI�DGMXVWLQJ�ODERU�DQG�FDSLWDO�DZD\�IURP�XQFRPSHWLWLYH�DFWLYLWLHV�LQ�WUDGHG�JRRG�VHFWRUV�DQG�D�VPDOO�VKLIW�IURP�QRQ�WUDGHG�WR WUDGHG�JRRG�SURGXFWLRQ���,Q�0RURFFR��DGMXVWPHQW�FRVWV�ZHUH�DVVXPHG�WR�EH�]HUR��7DNLQJ�WKHVH�RQH�WLPH�FRVWV�LQWR�DFFRXQW�ZRXOG�UHGXFH��EXW�QRW�HOLPLQDWH��WKH�HVWLPDWHG�JDLQV��,Q�HVVHQFH��WKH�PRGHOV�GHVFULEHG�DERYH�DUH�H[HUFLVHV�LQ�FRPSDUDWLYH�VWDWLVWLFV� 7KH\�GR�QRW�WDNH�LQWR�DFFRXQW�IDFWRUV�WKDW�PLJKW�LQFUHDVH�WKH�RYHUDOO�HIILFLHQF\�RI�SURGXFWLRQ�RU�WKH�OHYHO�RI�LQYHVWPHQW��DSDUW�IURP�WKH�UHDOORFDWLRQ�RI�UHVRXUFHV�DZD\�IURP�VRPH�H[LVWLQJ�DFWLYLWLHV�WRZDUG�RWKHUV��,Q�WKH�7XQLVLD�H[HUFLVH��WKH�DXWKRUV��ZKR REYLRXVO\�EHOLHYH�WKDW�WKHUH�ZRXOG�EH�VRPH�IRUP�RI�G\QDPLF�EHQHILW��HQKDQFH�WKH�EDVLF�PRGHO�WR�WDNH�LQWR�DFFRXQW�EHQHILWV�IURP�KDUPRQL]DWLRQ�RI�VWDQGDUGV�DQG�D�UHGXFWLRQ�LQ�WUDGLQJ�FRVWV��7KH\�GR�WKLV�E\�DQ�DVVXPSWLRQ�WKDW�KDUPRQL]DWLRQ�RI�VWDQGDUGV�ZLWK�WKH�(8�ZLOO�LPSURYH�H[SRUW�SULFHV�E\�WZR�SHUFHQW��DQG�
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WKDW�LPSURYHPHQWV�LQ�WUDGH�UHODWHG�VHUYLFHV�ZRXOG�LQFUHDVH�H[SRUW�SULFHV�E\�D�IXUWKHU�RQH�SHUFHQW�DQG�UHGXFH�LPSRUW�SULFHV�E\�RQH�SHUFHQW��7KH�ZHOIDUH�EHQHILWV�WR�7XQLVLD�PRUH�WKDQ�GRXEOH��WR�����SHUFHQW�RI�*'3�,W�LV�ZRUWK�QRWLQJ�WKDW�WKH�DFWXDO�DJUHHPHQWV�DUH�QRW�LGHQWLFDO�WR�WKH�DVVXPHG�DJUHHPHQWV�PRGHOOHG�DERYH��7KH�PRVW�LPSRUWDQW�GLIIHUHQFH�UHODWHV�WR�WKH�WLPLQJ�DQG�VHTXHQFLQJ�RI�WDULII�UHGXFWLRQV��0RVW�RI�WKH�PRGHO�UXQV�DVVXPHG�LQVWDQWDQHRXV�UHGXFWLRQV�LQ�WDULIIV��+RZHYHU��WKH�DFWXDO�UHGXFWLRQV�ZLOO�EH�SKDVHG�RYHU����\HDUV��ZLWK�IDVWHU�UHGXFWLRQV�IRU�LPSRUWHG�LQSXWV��7KH�LPSDFW�ZLOO�EH�D�WHPSRUDU\�LQFUHDVH�LQ�SURWHFWLRQ�ZLWK�DQ�LPSOLHG�ZHOIDUH�ORVV��7KH�RQO\�PRGHO�UXQ�FORVH�WR�WKLV�VFHQDULR��DQ�DVVXPHG�UHGXFWLRQ�RI�WDULIIV�RQ����SHUFHQW�RI�WKH�SURGXFWV�FXUUHQWO\�LPSRUWHG�IURP�(XURSH�E\�7XQLVLD��LQGLFDWHG�D�VPDOO�QHW�ZHOIDUH�ORVV���2EYLRXVO\��WKH�DQDORJ\�LV�QRW�FRPSOHWH��EHFDXVH�WDULIIV�ZLOO�HYHQWXDOO\�EH�FRPSOHWHO\�HOLPLQDWHG�EHWZHHQ�0RURFFR�DQG�7XQLVLD�DQG�WKH�(8��DQG�ZHOIDUH�JDLQV�ZLOO�SUHGRPLQDWH������:LOO�WKH�$JUHHPHQWV�,QFUHDVH�)RUHLJQ�,QYHVWPHQW"([SHULHQFH�ZLWK�RWKHU�LQWHJUDWLRQ�VFKHPHV�VXJJHVWV�WKDW�D�PDMRU�SRWHQWLDO�EHQHILW�RI�WKH�7XQLVLD�DQG�0RURFFR�DJUHHPHQWV�PD\�FRPH�IURP�VXEVWDQWLDOO\�LQFUHDVHG�IRUHLJQ�LQYHVWPHQW��0H[LFR�UHFHLYHG�VRPH����ELOOLRQ�GROODUV�RI�SULYDWH�FDSLWDO�LQIORZ�LQ�WKH�UXQ�XS�WR�WKH�1$)7$��3RUWXJDO�DQG�6SDLQ�VDZ�SULYDWH�FDSLWDO�LQIORZV�LQFUHDVH�E\���SHUFHQW�RI�*'3�IROORZLQJ�WKHLU�LQWHJUDWLRQ�ZLWK�WKH�(8�DQG�UHFHQWO\�WKH�PRUH�DJJUHVVLYH�UHIRUPHUV�LQ�(DVWHUQ�(XURSH�KDYH�H[SHULHQFHG�ODUJH�LQFUHDVHV�LQ�LQYHVWPHQW��'DGXVK���������7KLV�VHFWLRQ�DVNV�ZKHWKHU�0RURFFR�DQG�7XQLVLD�FDQ�UHDOLVWLFDOO\�H[SHFW�D�PDMRU�LQFUHDVH�LQ�IRUHLJQ�LQYHVWPHQW�UHVXOWLQJ�IURP�WKH�UHFHQW�DJUHHPHQWV�7UHQGV�LQ�)RUHLJQ�,QYHVWPHQW���)RUHLJQ�VDYLQJV�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�0RURFFR�DQG�7XQLVLD��QRWDEO\�LQ�WKH�����V�DQG�HDUO\�����V��,Q�WKH�SHULRG�IURP������WR�������WKH�XVH�RI�IRUHLJQ�VDYLQJV�DYHUDJHG�����SHUFHQW�RI�*'3�LQ�0RURFFR�DQG�����SHUFHQW�RI�*'3�LQ�7XQLVLD�����DQG����SHUFHQW��UHVSHFWLYHO\��RI�WRWDO�LQYHVWPHQW��,Q�UHFHQW�\HDUV��WKH�RYHUDOO�UROH�RI�IRUHLJQ�VDYLQJV�KDV�GHFOLQHG��DYHUDJLQJ���SHUFHQW�RI�*'3�LQ�0RURFFR�DQG�����SHUFHQW�RI�*'3�LQ�7XQLVLD��,Q�ERWK�FDVHV��WKH�GHFOLQH�FDPH�DERXW�LQ�UHVSRQVH�WR�EDODQFH�RI�SD\PHQWV�GLIILFXOWLHV�LQ�WKH�PLG�����V�7KH�EXON�RI�IRUHLJQ�VDYLQJV�LQIORZV�LQ�ERWK�FRXQWULHV�KDV�WUDGLWLRQDOO\�FRPH�LQ�WKH�IRUP�RI�ORDQV�IURP��RU�JXDUDQWHHG�E\��RIILFLDO�DJHQFLHV�RI�LQGXVWULDO�FRXQWU\�JRYHUQPHQWV��VXSSOHPHQWHG�E\�VHYHUDO�SXUHO\�SULYDWH��V\QGLFDWHG�ORDQV�IURP�FRPPHUFLDO�EDQNV��)RUHLJQ�GLUHFW�DQG�SRUWIROLR�LQYHVWPHQW�ZDV�PDUJLQDO�LQ�ERWK�FRXQWULHV��OHVV�WKDQ�RQH�SHUFHQW�RI�*'3�DQQXDOO\��RQ�DYHUDJH�WKURXJK�WKH�����V��,Q�WKH�0RURFFDQ�FDVH��WKH�EDODQFH�RI�SD\PHQWV�
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GLIILFXOWLHV�RI�WKH�����V��FRPELQHG�ZLWK�WKH�KHDY\�GHEW�FRPSRQHQW�RI�IRUHLJQ�OLDELOLWLHV��OHG�WR�WKH�QHHG�WR�UHVFKHGXOH�SD\PHQWV�RQ�GHEW�VHUYLFH�ZLWK�ERWK�RIILFLDO�ELODWHUDO�DQG�SULYDWH�FUHGLWRUV��5HFHQWO\��WKH�FRPSRVLWLRQ�RI�IRUHLJQ�VDYLQJV�LQIORZV�KDV�EHJXQ�WR�FKDQJH��QRWDEO\�LQ�0RURFFR��WRZDUG�IRUHLJQ�GLUHFW�LQYHVWPHQW�)RUHLJQ�GLUHFW�LQYHVWPHQW��)',��LQFUHDVHG�VXEVWDQWLDOO\�LQ�0RURFFR�LQ�WKH�����V�LQ�OLQH�ZLWK�WKH�ULVLQJ�WUHQG�RI�H[SDQGHG�)',�WR�GHYHORSLQJ�FRXQWULHV�ZRUOGZLGH��)LJXUH�����7KLV�LV�LQ�VKDUS�FRQWUDVW�WR�ODUJHO\�VWDJQDQW�)',�IORZV�WR�0(1$�FRXQWULHV�LQ�JHQHUDO��,Q������DQG�������GLUHFW�IRUHLJQ�LQYHVWPHQW�IORZV�ZHUH�LQ�WKH�UDQJH�RI�����WR�����SHUFHQW�RI�*'3�DQG�UHDFKHG���SHUFHQW�RI�*'3�LQ�������SUREDEO\�EHFDXVH�RI�WUDQVDFWLRQV�UHODWHG�WR�SULYDWL]DWLRQ��,Q�ODUJH�SDUW��0RURFFR
V�LQFUHDVH�DJDLQVW�WKH�WUHQG�IRU�WKH�UHJLRQ�UHIOHFWV�WKH�IDFW�WKDW�E\�WKH�HDUO\�����V�0RURFFR�KDG�LPSOHPHQWHG�DOO�RI�WKH�IRUPDO�SROLFLHV�QHHGHG�WR�DWWUDFW�)',�LQFOXGLQJ�FXUUHQW�DFFRXQW�FRQYHUWLELOLW\��IXOO�UHSDWULDWLRQ�ULJKWV�IRU�SURILWV�DQG�GLYLGHQGV��QR�SULRU�DSSURYDOV��QR�FRQWUROV�RQ�FRQWUDFWV�FRYHULQJ�OLFHQVHV��WUDGHPDUNV��PDQDJHPHQW�DQG�WHFKQLFDO�FRRSHUDWLRQ��DQG�QR�UHVWULFWLRQV�RQ�IRUHLJQ�RZQHUVKLS�H[FHSW�IRU�DJULFXOWXUDO�ODQG��(YHQ�LQ�FRQWUDVW�ZLWK�KLJK�SHUIRUPLQJ�(DVW�$VLDQ�HFRQRPLHV��WKLV�ZDV�D�UHPDUNDEO\�OLEHUDO�IRUHLJQ�LQYHVWPHQW�UHJLPH��:RUOG�%DQN������D���$ERXW�WZR�WKLUGV�RI�0RURFFR
V�)',�RULJLQDWHV�LQ�(XURSH��QHDUO\�D�IRXUWK�IURP�)UDQFH�DORQH��0LGGOH�(DVWHUQ�LQYHVWRUV�DUH�DQ�LPSRUWDQW�VRXUFH�RI�)',�LQ�0RURFFR��DFFRXQWLQJ�IRU�DERXW����SHUFHQW�RI�WRWDO�GLUHFW�IRUHLJQ�LQYHVWPHQW��7KH�EURDG�JHRJUDSKLF�SDWWHUQV�KDYH�EHHQ�FRQVWDQW�VLQFH�WKH�PLG�����V��H[FHSW�WKDW�WKH�VKDUH�RI�)',�RULJLQDWLQJ�IURP�RWKHU�0(1$�FRXQWULHV�KDV�GHFOLQHG�DQG�WKDW�RULJLQDWLQJ�LQ�6SDLQ�KDV�LQFUHDVHG��7KH�VKDUH�RI�IRUHLJQ�LQYHVWPHQW�LQ�PDQXIDFWXULQJ�LQ�0RURFFR�KDV�UHPDLQHG�YLUWXDOO\�XQFKDQJHG�VLQFH�WKH�����V��0DQXIDFWXULQJ�DFFRXQWV�IRU�DERXW�RQH�IRXUWK�RI�WRWDO�)',��5HFHQW�WUHQGV�KDYH�UHVXOWHG�LQ�H[SDQGLQJ�LQYHVWPHQWV�LQ�ILQDQFLDO�VHUYLFHV�DQG�FRUUHVSRQGLQJ�GHFOLQHV�LQ�WRXULVP�DQG�UHDO�HVWDWH�7XQLVLD
V�)',�IORZV�KDYH�DOVR�JURZQ�LQ�WKH�����V��SULPDULO\�DV�D�UHVXOW�RI�LQYHVWPHQWV�LQ�WKH�HQHUJ\�VHFWRU��,QYHVWPHQW�IORZV�WR�RWKHU�DFWLYLWLHV�KDYH�EHHQ�YHU\�ORZ�DQG�VWDEOH�VLQFH�������SDUWO\�UHIOHFWLQJ�UHVHUYDWLRQ�RI�LQYHVWPHQW�OLFHQVLQJ�WR�WKH�VWDWH�LQ�VXFK�SRWHQWLDOO\�DWWUDFWLYH�DUHDV�DV�FKHPLFDOV��FHPHQW��PLQLQJ��HOHFWULFLW\��DQG�WHOHFRPPXQLFDWLRQV��:KLOH�WKH�8QLILHG�,QYHVWPHQW�&RGH�OLIWV�UHVWULFWLRQV�RQ�)',�IRU�DOO�H[SRUW�DFWLYLWLHV��PDQ\�VHUYLFH�DQG�LQIUDVWUXFWXUH VHFWRUV��VXFK�DV�WHOHFRPPXQLFDWLRQV��WRXULVP��FRPSXWHU�VHUYLFHV�DQG�LQIRUPDWLRQ�WHFKQRORJ\�UHPDLQ�VXEMHFW�WR�SULRU�DSSURYDO�2QH�IHDWXUH�RI�7XQLVLD
V�IRUHLJQ�LQYHVWPHQW�UHJLPH�ZKLFK�GLIIHUV�IURP�WKDW�RI�0RURFFR�LV�WKDW�WKH�EXON�RI�IRUHLJQ�DQG�MRLQW�YHQWXUH�LQYHVWPHQWV�LQ�PDQXIDFWXULQJ�DUH�FRQFHQWUDWHG�LQ�
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WKH�VR�FDOOHG��RIIVKRUH��VHFWRU��$ERXW����SHUFHQW�RI�ZKROO\�H[SRUW�RULHQWHG�RIIVKRUH�HQWHUSULVHV�DUH�IRUHLJQ�RZQHG�ZKLOH�DQRWKHU����SHUFHQW�DUH�MRLQW�YHQWXUHV��7KHVH�ILUPV�KDYH�IHZ�GLUHFW�OLQNV�ZLWK�WKH�GRPHVWLF�7XQLVLDQ�HFRQRP\��:RUOG�%DQN�����D��),*���3RUWIROLR�,QYHVWPHQW�DQG�0DFURHFRQRPLF�0DQDJHPHQW� ,QWHJUDWLRQ�ZLWK�WKH�(XURSHDQ�8QLRQ�PD\�LPSURYH�0RURFFR
V�DQG�7XQLVLD
V�DFFHVV�WR�SRUWIROLR�LQYHVWPHQWV��,I�WKH�DJUHHPHQWV�HQKDQFH�0RURFFR
V�DQG�7XQLVLD
V�SHUFHLYHG�PDFURHFRQRPLF�PDQDJHPHQW��FDSLWDO�PD\�VKLIW�IURP�RWKHU�ORFDWLRQV�DQG�RU�WKH�GHEW�VHUYLFH�FRVWV�RI�H[LVWLQJ�SRUWIROLR�IORZV�PD\�GHFOLQH��0H[LFR�EHQHILWHG�VXEVWDQWLDOO\�IURP�LQFUHDVHG�SRUWIROLR�IORZV�LQ�WKH�UXQ�XS�WR�WKH�1$)7$��ODUJHO\�DV�D�FRQVHTXHQFH�RI�LWV�DELOLW\�WR�SRUWUD\�WKH�DJUHHPHQW�DV�HQKDQFLQJ�WKH�SURVSHFWV�RI�VXVWDLQHG�JRRG�PDFURHFRQRPLF�PDQDJHPHQW��EXW�WKH�LPSDFW�RI�LWV�IDLOXUH�WR�DGKHUH�WR�FUHGLEOH�PDFURHFRQRPLF�UXOHV�IROORZLQJ�WKH�1$)7$�LV�ZHOO�NQRZQ��7KXV��WZR�NH\�HOHPHQWV�IRU�0RURFFR�DQG�7XQLVLD�WR�HQKDQFH�DFFHVV�WR�SRUWIROLR�LQYHVWPHQW�DUH�ILUVW��WKHLU�KLVWRULFDO�SHUIRUPDQFH�LQ�PDFURHFRQRPLF�PDQDJHPHQW�DQG�VHFRQG�WKH�OLNHOLKRRG�WKDW�JRRG�SHUIRUPDQFH�ZLOO�EH�VXVWDLQHG�RU�LPSURYHG�GXULQJ�WKH�LPSOHPHQWDWLRQ�RI�WKH�DJUHHPHQWV�+RZ�FUHGLEOH�KDV�PDFURHFRQRPLF�PDQDJHPHQW�EHHQ�LQ�0RURFFR�DQG�7XQLVLD"�)LJXUHV�������DQG���SUHVHQW�WKUHH�LQGLFDWRUV�RI�PDFURHFRQRPLF�VWDELOLW\�IRU�FRXQWULHV�LQ�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD��7KHVH�DUH�WKH�UDWH�RI�LQIODWLRQ��WKH�EXGJHW�GHILFLW��DQG�PRYHPHQWV�LQ�WKH�UHDO�H[FKDQJH�UDWH��0RURFFR�DQG�7XQLVLD�UDQN�ZHOO�LQ�WHUPV�RI�ERWK�WKH�UDWH�DQG�YRODWLOLW\�RI�LQIODWLRQ�LQ�FRPSDULVRQ�ZLWK�RWKHU�0LGGOH�(DVWHUQ�FRXQWULHV��DOWKRXJK�WKH�(8�KDV�KDG�PDUJLQDOO\�VXSHULRU�SHUIRUPDQFH�WR�ERWK�HFRQRPLHV�GXULQJ�WKH�SDVW�WHQ�\HDUV��)LJXUH�����%RWK�FRXQWULHV
�ILVFDO�SHUIRUPDQFH�YDOLGDWHV�WKHLU�SHUIRUPDQFH�RQ�LQIODWLRQ��)LJXUH�����:KLOH�LW�LV�GLIILFXOW�WR�MXGJH�WKH�DGHTXDF\�RI�UHDO�H[FKDQJH�UDWH�OHYHOV�LQ�D�FRPSDUDWLYH�FRQWH[W��KLJK�H[FKDQJH�UDWH�YRODWLOLW\�VXJJHVWV�WKDW�PDFURHFRQRPLF�PDQDJHPHQW�LV�LQVXIILFLHQWO\�IOH[LEOH�WR�
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PLQLPL]H�GLYHUJHQFLHV�EHWZHHQ�WKH�HTXLOLEULXP�DQG�REVHUYHG�UHDO�H[FKDQJH�UDWH�DULVLQJ�IURP�GLIIHUHQWLDO�LQIODWLRQ�RU�WHUPV�RI�WUDGH�VKRFNV��0RURFFR�DQG�7XQLVLD�KDYH�VKRZQ�VXSHULRU�DELOLW\�WR�PDQDJH�WKH�UHDO�H[FKDQJH�UDWH��)LJXUH����/DUJH�H[WHUQDO�GHEW�EXUGHQV�WHQG�WR�KDYH�DQ�LQKLELWLQJ�HIIHFW�RQ�IRUHLJQ�LQYHVWPHQW��'LZDQ�DQG�5RGULN���������,QYHVWRUV�PD\�SHUFHLYH�D�GHEW�RYHUKDQJ�DV�LQGLFDWLYH�RI�SDVW�ODUJH�PDFURHFRQRPLF�LPEDODQFHV²LQ�SDUWLFXODU�ODFN�RI�ILVFDO�GLVFLSOLQH²DQG�WKH\�PD\�IHDU�WKDW�WKH�GHEW�EXUGHQ�ZLOO�UHVXOW�LQ�IXWXUH�LQFUHDVHV�LQ�WD[DWLRQ�RU�UHLPSRVLWLRQ�RI�H[FKDQJH�FRQWUROV��1HZ�LQYHVWRUV�ZLOO�DEVWDLQ�IURP�IXQGLQJ�RWKHUZLVH�JRRG�LQYHVWPHQWV�RXW�RI�IHDU�RI�EHLQJ��WD[HG��E\�WKH�SULRU�FUHGLWRUV��([WHUQDO�GHEW�PDQDJHPHQW�LQ�0RURFFR�DQG�7XQLVLD�KDV�EHHQ�VLPLODU�WR�RWKHU�FRXQWULHV�LQ�0(1$�ZLWK�GHEW�WR�*'3�UDWLRV�RI�DERXW����SHUFHQW�RI�*'3��)LJXUH�����7KLV�FRQWUDVWV�ZLWK�ORZHU�GHEW�EXUGHQV�LQ�(DVW�$VLD�DQG�/DWLQ�$PHULFD�LQ�JHQHUDO��EXW�LV�VLPLODU�WR�WKH GHEW�WR�*'3�UDWLRV�RI�VXFK�UDSLGO\�JURZLQJ�(DVW�$VLDQ�HFRQRPLHV�DV�,QGRQHVLD�DQG�0DOD\VLD��,Q�VXP��UHODWLYH�WR�FRPSHWLWRUV�LQ�WKH�UHJLRQ��0RURFFR�DQG�7XQLVLD�DSSHDU�WR�EH�ZHOO�SRVLWLRQHG�WR�EHQHILW�IURP�WKHLU�UHSXWDWLRQ�IRU�SUXGHQW�PDFURHFRQRPLF�PDQDJHPHQW��%RWK�HFRQRPLHV�KDYH�HVWDEOLVKHG�ORQJ�UXQ�FUHGLELOLW\�LQ�FRQWUROOLQJ�LQIODWLRQ�DQG�ILVFDO�GHILFLWV�DQG�LQ�PDQDJLQJ�WKH�H[FKDQJH�UDWH�WR�DFFRPPRGDWH�H[WHUQDO�VKRFNV��'HEW�PDQDJHPHQW�KDV�EHHQ�DGHTXDWH��7KH�LQWHJUDWLRQ�DJUHHPHQWV�ZLOO�SODFH�DGGLWLRQDO�VWUHVV�RQ�PDFURHFRQRPLF
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Lebanon

Israel

Syria

Jordan

Tunisia

Morocco

Egypt

Algeria

373       304

Israel, 1984

and 1985

487      155

Lebanon,

1986

and 1987

)LJXUH������&KDQJH�LQ�&RQVXPHU�3ULFH�,QGLFHV

6RXUFH��1VRXOL�HW�DO���������
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Lebanon
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Syria

Egypt

Tunisia

Morocco

Jordan

Algeria

6RXUFH��1VRXOL�HW�DO���������

PDQDJHPHQW��EHFDXVH�WKH\�DUH�OLNHO\�WR�UHTXLUH�UHDO�GHSUHFLDWLRQV�RI�ERWK�FXUUHQFLHV��FRPSHQVDWLQJ�GHYDOXDWLRQV��DV�WUDGHG�JRRGV�PDUNHWV�DUH�OLEHUDOL]HG�DQG�IXUWKHU�ILVFDO�SUXGHQFH�DV�FDSLWDO�PDUNHWV�DUH�OLEHUDOL]HG�9LV�D�YLV�RWKHU�0(1$�FRXQWULHV��WKH�DJUHHPHQWV�PD\�DOVR�HQKDQFH�LQYHVWRUV�SHUFHSWLRQV�RI�WKH�FUHGLWZRUWKLQHVV�RI�0RURFFR�DQG�7XQLVLD�LQ�WKH�IXWXUH��7KH�VXEVWDQWLDO�DLG�SDFNDJHV�HPERGLHG�LQ�WKH�(XUR�0HG�LQLWLDWLYH�FDQ�LQ�SDUW�EH�XVHG�WR�IDFLOLWDWH�PDFURHFRQRPLF�DGMXVWPHQW��%XW�DGGLWLRQDO�HIIRUW�ZLOO�EH�UHTXLUHG�WR�VKLIW�SHUFHSWLRQV�RI�FUHGLWZRUWKLQHVV�UHODWLYH�WR�HPHUJLQJ�PDUNHWV�ZLWKLQ�WKH�(XURSHDQ�8QLRQ�LWVHOI��)LJXUH���VKRZV�FUHGLW�UDWLQJV�FRPSLOHG�E\�,QVWLWXWLRQDO�,QYHVWRU IRU�VHOHFWHG�0DJKUHE�DQG�0HGLWHUUDQHDQ�FRXQWULHV��%RWK�7XQLVLD�DQG�0RURFFR�DUH�HYDOXDWHG�E\�LQYHVWRUV�DV�OHVV�FUHGLWZRUWK\�WKDQ�6SDLQ��3RUWXJDO�RU�*UHHFH��,QYHVWRU�DWWLWXGHV�KDYH�LPSURYHG�IRU�ERWK�HFRQRPLHV�VLQFH�������UHIOHFWLQJ�LPSURYHPHQWV�LQ�PDFURHFRQRPLF�PDQDJHPHQW��EXW�QHLWKHU�KDV�UHFRYHUHG LWV�FUHGLWZRUWKLQHVV�OHYHOV�RI�WKH�HDUO\�����V��7KHUH�KDV�EHHQ�QR�VKDUS�XSVZLQJ�LQ�LQYHVWRU�HYDOXDWLRQV�LQ�WKH�SDVW�WZR�\HDUV��GHVSLWH�WKH�WZR�FRXQWULHV�DFWLYH�QHJRWLDWLRQV�ZLWK�WKH�(XURSHDQ�8QLRQ��7XQLVLD�OHDGV�0RURFFR�LQ�WKH�VXUYH\V�WKURXJKRXW�WKH�HQWLUH����\HDUV��EXW�WKH�JDS�KDV�QDUURZHG�VXEVWDQWLDOO\��
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6RXUFH� 1VRXOL�HW�DO��������

&DQ�)LQDQFLDO�0DUNHWV�$EVRUE�,QFUHDVHG�3RUWIROLR�)ORZV�(IILFLHQWO\")LQDQFLDO�PDUNHWV�LQ�0RURFFR�DQG�7XQLVLD�UHPDLQ�UHODWLYHO\�XQGHYHORSHG��%RWK�DUH�EDQN�EDVHG�V\VWHPV�ZKHUH�GLUHFW�LQVWUXPHQWV�RI�ILQDQFLQJ²ERQGV�RU�VKDUH�LVVXHV²DUH�UDUHO\�XVHG�E\�QRQ�JRYHUQPHQW�HQWLWLHV��,Q�ERWK�FRXQWULHV��WKH�JRYHUQPHQW�DQG�SXEOLF�HQWHUSULVHV�DEVRUE�DQ�LQRUGLQDWH�VKDUH�RI�WKH�FUHGLW�DYDLODEOH��)RU�H[DPSOH��LQ�0RURFFR��WKH�7UHDVXU\ DEVRUEV����SHUFHQW�RI�GRPHVWLF�FUHGLW��8QWLO�UHFHQWO\��LQ�ERWK�FRXQWULHV�EDQNV�ZHUH�IRUFHG�WR�SODFH�D�ODUJH�VKDUH�RI�WKHLU�DVVHWV�LQ�EHORZ�PDUNHW�JRYHUQPHQW�SDSHU�DQG�WR�GLUHFW�FUHGLW�WR�VWDWH�RZQHG�HQWHUSULVHV��,Q�ERWK�FRXQWULHV��EDQNLQJ�V\VWHPV�ZHUH�PRGHUQL]HG�WR�D�JUHDW�H[WHQW��ZLWK�QHZ�DQG�UHDVRQDEO\�HIIHFWLYH�FDSLWDO�DGHTXDF\�UHTXLUHPHQWV�DQG�ORDQ�SURYLVLRQLQJ�UXOHV��WKRXJK�EDQNV�KDYH�EHHQ�JLYHQ�OHHZD\�LQ�FRPSO\LQJ�LQ�WKH�VKRUW�UXQ��%DQNV�DUH�KDPSHUHG�LQ�GD\�WR�GD\�OLTXLGLW\�PDQDJHPHQW�E\�WKH�ODFN�RI�IXQFWLRQLQJ�VHFRQGDU\�PDUNHWV�IRU�JRYHUQPHQW�VHFXULWLHV�/RFDO�FXUUHQF\�ERQG�PDUNHWV��ZKLFK�KDYH�EHHQ�WKH�FRQGXLW�RI�SRUWIROLR�LQIORZV�LQ�PDQ\�FRXQWULHV��LQFOXGLQJ�6SDLQ�DQG�3RUWXJDO��DUH�QRW�GHHS�LQ�0RURFFR�DQG�7XQLVLD��7KH�PDUNHWV�IRU�JRYHUQPHQW�ERQGV�DUH�DW�DQ�HDUO\�VWDJH�RI�GHYHORSPHQW�DQG�WKHUH�LV�QR�SULYDWH�ERQG�
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PDUNHW�LQ�WKH�WUDGLWLRQDO�VHQVH��7XQLVLD�KDV�VHHQ�UDSLG�JURZWK�LQ�LWV�SULYDWH�ERQG�PDUNHW��EXW�ZLWK�D�WZLVW��$OO�ERQG�LVVXHV�E\�SULYDWH�FRPSDQLHV�PXVW�EH�JXDUDQWHHG�E\�EDQNV��,Q�UHDOLW\��SXUFKDVHUV�DUH�RQO\�WDNLQJ�RQ�EDQN�ULVN��MXVW�DV�LI�WKH\�PDGH�D�ORQJ�WHUP�GHSRVLW�LQ�D�EDQN��%DQNV�FKDUJH�WKH�ERUURZHU�IRU�WKH�JXDUDQWHH��PHDQLQJ�WKDW�WKH�QRUPDO�EHQHILW�RI�ERQG�ILQDQFLQJ��D�UHGXFHG�FRVW�RI�LQWHUPHGLDWLRQ��GRHV�QRW�RFFXU��1R�UHDO�QRQ�EDQN�SULYDWH�ERQG�PDUNHW�FDQ�HPHUJH�XQWLO�WKLV�UHVWULFWLRQ�LV�OLIWHG�6WRFN�PDUNHWV�LQ�ERWK�FRXQWULHV�FDQ�EHVW�EH�GHVFULEHG�DV�QDVFHQW��DOWKRXJK�ERWK�KDYH�JURZQ�UDSLGO\�LQ�WKH�SDVW�WKUHH�\HDUV��0DUNHW�FDSLWDOL]DWLRQ�UHSUHVHQWHG����SHUFHQW�RI�*'3�LQ�0RURFFR�DQG��� SHUFHQW�LQ�7XQLVLD�DW�WKH�HQG�RI�������,Q�FRPSDULVRQ��PDQ\�FRPSDUDWRU�FRXQWULHV�KDYH�PXFK�KLJKHU�PDUNHW�FDSLWDOL]DWLRQ�WR�*'3�UDWLRV��7DEOH������,Q�0RURFFR��WKH�UHFHQW�UDSLG�LQFUHDVH�LQ�PDUNHW�FDSLWDOL]DWLRQ�KDV�EHHQ�IXHOHG�E\�WKH�SULYDWL]DWLRQ�SURJUDP��9LUWXDOO\�DOO�RIIHUV�KDYH�EHHQ�RYHUVXEVFULEHG��LPSO\LQJ�D�SHQW�XS�GHPDQG��LQFOXGLQJ�IRUHLJQ�GHPDQG��$V�PXFK�DV����SHUFHQW�RI�VKDUHV�RIIHUHG�LQ�FRQQHFWLRQ�ZLWK�SULYDWL]DWLRQ�ZHUH�UHSRUWHGO\�SXUFKDVHG�E\�0RURFFDQV�OLYLQJ�DEURDG��7XQLVLD
V�VWRFN�PDUNHW�LV�GRPLQDWHG�E\�EDQN�VKDUHV��$JDLQ��WKHUH�DSSHDUV�WR�EH�VWURQJ�GHPDQG�IRU�7XQLVLDQ�SRUWIROLR�HTXLW\�IURP�DEURDG��7KH�SUREOHP�LV�D�ODFN�RI�VHFXULW\�RIIHUV��,Q�PDQ\�GHYHORSLQJ�FRXQWULHV��EHIRUH�SRUWIROLR�LQYHVWRUV�FDPH�WR�WKH�ORFDO�PDUNHW��ORFDO�ILUPV�ZHQW�WR�WKH�LQWHUQDWLRQDO�ERQG�PDUNHW���7KLV�ZDV�WKH�SDWWHUQ�LQ�PDMRU�/DWLQ�$PHULFDQ�FRXQWULHV�DV�WKH\�UHWXUQHG�WR�LQWHUQDWLRQDO�PDUNHWV�DV�WKH�GHEW�FULVLV�HEEHG���)HZ�0RURFFDQ�RU�7XQLVLDQ�SULYDWH�ERUURZHUV�DUH�DEOH�WR�DFFHVV�WKHVH�PDUNHWV��DV�\HW��SDUWO\�EHFDXVH�RI�WKHLU�UHOXFWDQFH�WR�EHDU�WKH�IRUHLJQ�H[FKDQJH�ULVN�LQ�WKH�DEVHQFH�RI�KHOSLQJ�PHFKDQLVPV�7R�LQFUHDVH�WKH�DELOLW\�RI�ILQDQFLDO�PDUNHWV�WR�DWWUDFW�DQG�HIIHFWLYHO\�FKDQQHO�QHZ�SRUWIROLR�LQIORZV�WR�SURGXFWLYH�DFWLYLWLHV��D�KRVW�RI�PDUNHW�GHYHORSPHQW�DFWLYLWLHV�PXVW�EH�XQGHUWDNHQ�

7DEOH�����6WRFN�0DUNHW�&DSLWDOL]DWLRQ�3HUFHQWDJH�RI�*'3
�
0RURFFR7XQLVLD-RUGDQ7XUNH\&KLQD7KDLODQG ������

��������������

������XQOHVV�RWKHUZLVH�QRWHG�6RXUFH� ,0)������
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7KHVH�LQFOXGH�WKH�GHYHORSPHQW�DQG�IXOO�LPSOHPHQWDWLRQ�RI�D�JRRG�UHJXODWRU\�IUDPHZRUN�IRU�VWRFN�DQG�ERQG�PDUNHWV��EHWWHU�PDQDJHPHQW�RI�7UHDVXU\�LVVXHV��DQG�WKH�GHYHORSPHQW�RI�VHFRQGDU\�ERQG�PDUNHWV��7KH�VLQJOH�ODUJHVW�IDFWRU�WKDW�ZLOO�GHWHUPLQH�WKH�HYROXWLRQ�RI�VWRFN�PDUNHW�DFWLYLW\�LQ�ERWK�0RURFFR�DQG�7XQLVLD�LV�WKH�SURJUDP�RI�SULYDWL]DWLRQ��/DUJH�VFDOH�SULYDWL]DWLRQ�WKURXJK�VWRFN�LVVXHV�FRXOG�UDSLGO\�GHYHORS�WKHVH�PDUNHWV��PDNLQJ�WKHP�D�PDMRU�FRQGXLW�IRU�IRUHLJQ�SRUWIROLR�LQYHVWPHQW�LQIORZV�:LOO�7KH�$JUHHPHQWV�,PSURYH�&UHGLELOLW\�RI�,QYHVWPHQW�5XOHV"2QH�RI�WKH�IUHTXHQWO\�FLWHG�PRWLYHV�IRU�LQWHJUDWLRQ�DJUHHPHQWV�LV�WKH�DELOLW\�WR�FKDQJH�SHUFHSWLRQV�RI�WKH�LQYHVWPHQW�FOLPDWH�E\��ORFNLQJ�LQ��FKDQJHV�LQ�UXOHV�DQG�LQVWLWXWLRQV�DIIHFWLQJ�ERWK�IRUHLJQ�DQG�GRPHVWLF�LQYHVWRUV��1VRXOL��%DVVDW�DQG�.DQQDQ���������:H�QRWHG�DERYH�WKDW�0RURFFR�KDV�XQGHUWDNHQ�D�ZLGH�UDQJH�RI�OHJLVODWLYH�DQG�UHJXODWRU\�UHIRUPV�GHVLJQHG�WR�FUHDWH�D�SULYDWH�LQYHVWPHQW�IULHQGO\�HQYLURQPHQW��7XQLVLD�KDV�VLPLODUO\�LQWURGXFHG�GRPHVWLF�DQG�UHJXODWRU\�FKDQJHV��DOWKRXJK�WKH\�DUH�QRW�DV�ZLGH�UDQJLQJ�DV�WKRVH�LQ�0RURFFR�5HFHQW�VXUYH\V�RI�H[LVWLQJ�GRPHVWLF�DQG�IRUHLJQ�ILUPV�DQG�RI�SURVSHFWLYH�IRUHLJQ�LQYHVWRUV�KDYH�EHHQ�FDUULHG�RXW�IRU�0RURFFR��:RUOG�%DQN������E���������7KH�UHVXOWV�RI�WKHVH�SRLQW�RXW�VXEVWDQWLDO�GLIIHUHQFHV�LQ�LQYHVWRU�SHUFHSWLRQV�EHWZHHQ�IRUHLJQ�ILUPV�DQG�GRPHVWLF�ILUPV�FXUUHQWO\�RSHUDWLQJ�LQ�0RURFFR��'RPHVWLF�ILUPV�LGHQWLI\�SURGXFWLRQ�UHODWHG�FRQVWUDLQWV²ILQDQFLQJ�FRVWV��ODFN�RI�VNLOOHG�ODERU��DFFHVV�WR�LQGXVWULDO�ODQG��DQG�KLJK�WD[HV²DV�WKH�PDMRU�),*���LPSHGLPHQWV�WR�H[SDQGHG�LQYHVWPHQW��7KH\�GR�QRW�LGHQWLI\�DVSHFWV�RI�WKH�DGPLQLVWUDWLYH�DQG�UHJXODWRU\�HQYLURQPHQW²EXUHDXFUDWLF�UHG�WDSH��OLFHQVLQJ�UHTXLUHPHQWV��RU�DQ�XQFHUWDLQ�OHJDO�IUDPHZRUN²DV�VLJQLILFDQW��)RUHLJQ�ILUPV�LGHQWLILHG�IHZHU�SURGXFWLRQ�UHODWHG�FRQVWUDLQWV��EXW�DOVR�GLG�QRW�LGHQWLI\�DVSHFWV�RI�WKH�DGPLQLVWUDWLYH�DQG�UHJXODWRU\�HQYLURQPHQW�DV�VLJQLILFDQW�LPSHGLPHQWV�7KH�VXUYH\V�RI�SRWHQWLDO�LQYHVWRUV�UHYHDOHG�WKDW�UHODWLYH�WR�RWKHU�0LGGOH�(DVWHUQ�DQG�1RUWK�$IULFDQ�HFRQRPLHV��0RURFFR�UDQNV�ZHOO�ZLWK�UHVSHFW�WR SHUFHSWLRQV�RI�LWV�OHJDO�V\VWHP��ODFN�RI�UHG�WDSH��EXVLQHVV�DWWLWXGH�DQG�JRYHUQPHQW�FRPSHWHQFH��)LJXUH�����,W�UDQNV�EHORZ�WKH�UHJLRQDO�DYHUDJH�LQ�VXFK�DUHDV�DV�LQIUDVWUXFWXUH��SROLWLFDO�ULVN�DQG�IRUHLJQ�WUDGH�SROLF\�7KHUH�DUH�VRPH�LQWHUHVWLQJ�GLIIHUHQFHV�EHWZHHQ�WKH�SHUFHSWLRQV�RI�IRUHLJQ�LQYHVWRUV�FXUUHQWO\�RSHUDWLQJ�LQ�0RURFFR�DQG�SRWHQWLDO�LQYHVWRUV��SULPDULO\�UHIOHFWLQJ�LPSOHPHQWDWLRQ�RI�SROLFLHV�LQWHQGHG�WR�SURPRWH�SULYDWH�VHFWRU�GHYHORSPHQW��$OWKRXJK�WKH�SRWHQWLDO�LQYHVWRUV�UDWH�0RURFFR�UHODWLYHO\�KLJKO\�LQ�WHUPV�RI�JRYHUQPHQW�DWWLWXGHV�WR�SULYDWH�LQYHVWPHQW��IRUHLJQ�
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RZQHG�ILUPV�LQ�0RURFFR�FLWH�UHJXODWLRQV�DQG�UHVWULFWHG�HQWU\�LQ�VRPH�VHFWRUV�DV�HYLGHQFH�RI�OHVV�SURIRXQG�FRPPLWPHQW�WR�SULYDWH�LQYHVWPHQW��([LVWLQJ�IRUHLJQ�ILUPV�DOVR�H[SUHVV�JUHDWHU�UHVHUYDWLRQV�DERXW�WKH�HIILFDF\�RI�OHJDO�VDIHJXDUGV�WKDQ�SURVSHFWLYH�LQYHVWRUV��9LUWXDOO\�DOO�RSHUDWLQJ�IRUHLJQ�ILUPV�FLWH�LQDGHTXDWH�OHJDO�PHDQV�IRU�GLVSXWH�UHVROXWLRQ�DQG�ODFN�RI�OHJDO�UHFRXUVH�RQ�JRYHUQPHQW�FRQWUDFWV��([LVWLQJ�LQYHVWRUV²LQ�FRQWUDVW�WR�SURVSHFWLYH�LQYHVWRUV²DOVR�LGHQWLI\�OHQJWK\��FRPSOH[�DQG�XQFRRUGLQDWHG�DGPLQLVWUDWLYH�SURFHVVHV�DV�VLJQLILFDQW�FRQVWUDLQWV�
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)LJXUH����3RWHQWLDO�)RUHLJQ�,QYHVWRUV¶�3HUFHSWLRQV�RI�0RURFFR¶V�%XVLQHVV�(QYLURQPHQW
(FRQRPLF�FRQGLWLRQV/DERU��UHODWLRQV/HJDO�V\VWHP,QSXW�VXSSO\5HG�WDSH([FKDQJH�UHJLPH$WWLWXGH7D[HV*RYHUQPHQW�FRPSHWHQFH7UDGH�SROLF\,QIUDVWUXFWXUH3ROLWLFDO�ULVN2ZQHUVKLS�UHVWULFWLRQV&LYLO�OLEHUWLHV0DUNHW�SURVSHFWV

%HORZ�DYHUDJH $YHUDJH $ERYH�DYHUDJH
6RXUFH��.LQJGRP�RI�0RURFFR��3UHSDULQJ�IRU�WKH���VW�&HQWXU\ ��:RUOG�%DQN������E��

5HVXOWV�RI�VXUYH\LQJ�����SRWHQWLDO�(XURSHDQ�LQYHVWRUV�DQG�ILUPV�FXUUHQWO\�RSHUDWLQJ�LQ�7XQLVLD�SRLQW�WR�VLPLODU�FRQFHUQV��0LQLVWU\�RI�,QWHUQDWLRQDO�&RRSHUDWLRQ���������)RUHLJQ�LQYHVWRUV�UDQN�SROLWLFDO�DQG�VRFLDO�VWDELOLW\�DV�WKH�SUHGRPLQDQW�IDFWRU�GHWHUPLQLQJ�LQYHVWPHQW�GHFLVLRQV��0DUNHW�VL]H�DQG�PDFURHFRQRPLF�VWDELOLW\�DUH�WKH�SULPDU\�HFRQRPLF�FRQVLGHUDWLRQV��/LEHUDOL]DWLRQ�RI�WKH�HFRQRP\²LQFOXGLQJ�ERWK�WUDGH�OLEHUDOL]DWLRQ�DQG�GHUHJXODWLRQ²ZDV�FLWHG�E\�QHDUO\����SHUFHQW�RI�UHVSRQGHQWV�DV�WKH�VLQJOH�PRVW�LPSRUWDQW�DFWLRQ�WKH�JRYHUQPHQW�FRXOG�WDNH�WR�LQFUHDVH�7XQLVLD
V�DWWUDFWLYHQHVV�WR�IRUHLJQ�LQYHVWRUV��$QRWKHU�HLJKW�SHUFHQW�LGHQWLILHG�UHGXFLQJ�EXUHDXFUDWLF�SURFHGXUHV�DV�PRVW�LPSRUWDQW��2I�WKH�ILYH�OHDGLQJ�DFWLRQV�LGHQWLILHG�E\�UHVSRQGHQWV�PRUH�WKDQ����SHUFHQW�IRFXVHG�RQ�UHGXFLQJ�UHG�WDSH��DQG�OLEHUDOL]DWLRQ�RI�WKH�UHJXODWRU\�IUDPHZRUN��$V�LQ�0RURFFR��GRPHVWLF�LQYHVWRUV�WHQGHG�WR�IRFXV�RQ SURGXFWLRQ� UHODWHG�FRQVWUDLQWV²ODERU�PDUNHW�UHJXODWLRQV��DEVHQFH�RI�LQIUDVWUXFWXUH��OLPLWHG�JURZWK�RI�WKH�GRPHVWLF�PDUNHW²UDWKHU�WKDQ�FRQVWUDLQWV�DULVLQJ�IURP�WKH�OHJDO�DQG�UHJXODWRU\�IUDPHZRUN��7KH�7XQLVLDQ�VXUYH\�DOVR�FRYHUHG�H[LVWLQJ�IRUHLJQ�LQYHVWRUV��7KHVH�UHVSRQGHQWV�LGHQWLILHG�SUREOHPV�RI�WKH�DSSOLFDWLRQ�RI�UHJXODWLRQV�DQG�DEVHQFH�RI�V\VWHPDWLF�DQG�WUDQVSDUHQW�WUHDWPHQW�E\�SXEOLF�RIILFLDOV�DV�FRQVWUDLQWV�RQ�IXUWKHU�LQYHVWPHQW��7KHVH�VXUYH\�UHVXOWV�VXJJHVW�WKDW�LPSURYHG�FUHGLELOLW\�ZLOO�QRW�FRPH�DXWRPDWLFDOO\�IURP�WKH�DVVRFLDWLRQ�DJUHHPHQWV�WKHPVHOYHV��(XURSHDQ�LQYHVWRUV
�SHUFHSWLRQV�RI�JRYHUQPHQW�FRPPLWPHQW�WR�WUDGH�SROLF\�DQG�UHJXODWRU\�OLEHUDOL]DWLRQ�PD\�LPSURYH�DV�D�FRQVHTXHQFH�RI�WKH�DJUHHPHQWV��3HUFHSWLRQV�RI�SROLWLFDO�ULVN�PD\�GHFOLQH��EXW�PDQ\�RI�WKH�PDMRU�FRQVWUDLQWV�LGHQWLILHG�E\�H[LVWLQJ�IRUHLJQ�LQYHVWRUV²UHG�WDSH��GLVFUHWLRQDU\�GHFLVLRQV��DQG�OHJDO�SUREOHPV²DUH�QRW�FRYHUHG�E\�WKH�DJUHHPHQWV�DQG�ZLOO�UHTXLUH�VXVWDLQHG�DGPLQLVWUDWLYH�DQG�OHJDO�UHIRUP�HIIRUWV��
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:LOO�WKH�$JUHHPHQWV�&KDQJH�6WUDWHJLF�0RWLYDWLRQV�IRU�)',"0DFURHFRQRPLF�VWDELOLW\�DQG�LPSURYHG�OHJLVODWLYH��UHJXODWRU\�DQG�LQVWLWXWLRQDO�VWUXFWXUHV�DUH�QHFHVVDU\�EXW�QRW�VXIILFLHQW�FRQGLWLRQV�IRU�LQFUHDVHV�LQ�IRUHLJQ�GLUHFW�LQYHVWPHQW���6XUYH\V�RI�IRUHLJQ�LQYHVWPHQW�EHKDYLRU�FRQVLVWHQWO\�UHSRUW�VWURQJ�VWUDWHJLF�PRWLYHV�E\�GLUHFW�IRUHLJQ�LQYHVWRUV��:RUOG�%DQN���������7KXV�LI�WKH�LQWHJUDWLRQ�DJUHHPHQWV�DUH�WR�SURYLGH�D�EDVLV�IRU�LQFUHDVHG�)',�LQ�0RURFFR�RU�7XQLVLD�WKH\�PXVW�DOVR�UHVXOW�LQ�FKDQJHG�VWUDWHJLF�SHUFHSWLRQV�E\�IRUHLJQ�LQYHVWRUV��,Q�WKLV�VHFWLRQ�ZH�H[DPLQH�WKH�SRVVLEOH�LPSDFW�RI�WKH�DVVRFLDWLRQ�DJUHHPHQWV�RQ�D�QXPEHU�RI�VWUDWHJLF�REMHFWLYHV�LGHQWLILHG�E\�VXUYH\V�RI�(XURSHDQ�LQYHVWRUV�DV�UHOHYDQW�WR�IRUHLJQ�GLUHFW�LQYHVWPHQW�GHFLVLRQV�LQ�WKH�0DKJUHE��:RUOG�%DQN���������1DWXUDO�5HVRXUFHV��GRZQVWUHDP�SURFHVVLQJ�� 0RURFFR
V�DQG�7XQLVLD
V�WUDGH�VSHFLDOL]DWLRQ�SDWWHUQV��GHVSLWH�VXEVWDQWLDO�FKDQJH�RYHU�WKH�SDVW�WZHQW\�\HDUV�UHPDLQ�KLJKO\�FRQFHQWUDWHG�LQ�UHVRXUFH�EDVHG�DFWLYLWLHV��7DEOH�����3KRVSKDWH�IHUWLOL]HUV�DQG�WKHLU�GHULYDWLYHV�KDYH�EHHQ�D�WUDGLWLRQDO�VRXUFH�RI�H[SRUWV�IRU�ERWK�HFRQRPLHV�DQG�RIIHU�VRPH�SRWHQWLDO�IRU�LQFUHDVHG�IRUHLJQ�LQYHVWPHQWV��6LPLODUO\��IRU�7XQLVLD��LQYHVWPHQWV�LQ�IRVVLO�IXHOV�ZLOO�UHPDLQ�DWWUDFWLYH�WR�IRUHLJQHUV��,W�LV�XQOLNHO\�WKDW�WKH�LQWHJUDWLRQ�DJUHHPHQWV�ZLOO�VXEVWDQWLDOO\�FKDQJH�LQYHVWRUV
�SHUFHSWLRQV�RI�WKH�GHVLUDELOLW\�RI�LQYHVWPHQWV�LQ�HLWKHU�VHFWRU��DOWKRXJK�LQYHVWPHQW�YROXPH�PD\�LQFUHDVH�VRPHZKDW�DV�D�FRQVHTXHQFH�RI�DQ�LPSURYHG�RYHUDOO�LQYHVWPHQW�FOLPDWH��7KH�DJUHHPHQWV�PD\�SURYLGH�VRPH�VFRSH�IRU�LQFUHDVHG�GRZQVWUHDP�LQYHVWPHQWV�LQ�DJUR�LQGXVWULDO�SURFHVVLQJ�
7DEOH�����5HYHDOHG�&RPSDUDWLYH�$GYDQWDJHV�DQG�'LVDGYDQWDJHV

0RURFFR 7XQLVLD
���� ���� ���� ����&ORWKLQJ)LVK�3URFHVVHG�ILVK)UXLWV�DQG�9HJHWDEOHV)HUWLOL]HUV�PDQXIDFW�&UXGH�)HUWLOL]HUV��0LQHUDOV7UDQVSRUW�(TXLSPHQW0LQHUDO�)XHOV0DFKLQHU\�QRQ�HOHFW�&HUHDOV�DQG�SUHSDUDWLRQV,URQ�DQG�VWHHO

����������������������������������������

�������������������������������������������

&ORWKLQJ$QLPDO�	�9HJHWDEOH�RLOV)HUWLOL]HUV�PDQXIDFW�0LQHUDO�)XHOV)UXLWV�	�9HJHWDEOHV7UDQVSRUW�(TXLSPHQW7H[WLOH�\DUQ��)DEULF0DFKLQHU\�QRQ�HOHFW�&HUHDOV�DQG�SUHSDUDWLRQ&UXGH�IHUWLOL]HUV��0LQHUDOV

����������������������������������������

������������������������������������������
6RXUFH� .LQJGRP�RI�0RURFFR±5HSXEOLF�RI�7XQLVLD�([SRUW�*URZWK��'HWHUPLQDQWV�DQG�3URVSHFWV�
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%RWK�0RURFFR�DQG�7XQLVLD�KDYH�VWURQJ�UHYHDOHG�FRPSDUDWLYH�DGYDQWDJHV�LQ�DJULFXOWXUH�DQG�ILVKHULHV��'HVSLWH�WKH�UHVWULFWLYH�QDWXUH�RI�WKH�DJUHHPHQWV�ZLWK�UHVSHFW�WR�DFFHVV�WR�WKH�(XURSHDQ�PDUNHW�LQ�DJULFXOWXUDO�DQG�SURFHVVHG�DJULFXOWXUDO�SURGXFWV��ERWK�DOORZ�VRPH�VFRSH�IRU�H[SDQGHG�DJUR�LQGXVWULDO�H[SRUWV�6HUYLQJ�WKH�'RPHVWLF�0DUNHW� 7KH�JXDUDQWHHV�RI�QDWLRQDO�WUHDWPHQW�IRU�IRUHLJQ�LQYHVWRUV�HPERGLHG�LQ�WKH�DJUHHPHQWV�RSHQ�XS�IRU�(XURSHDQ�LQYHVWRUV²HVSHFLDOO\�LQ�WKH�FDVH�RI�7XQLVLD²SRVVLELOLWLHV�IRU�VHUYLQJ�WKH�0RURFFDQ�DQG�7XQLVLDQ�PDUNHWV�LQ�SUHYLRXVO\�UHVWULFWHG�VHFWRUV��0DMRU�LQYHVWPHQWV�LQ�DFWLYLWLHV�WR�VHUYH�HLWKHU�PDUNHW�ZLOO�EH�OLPLWHG��KRZHYHU��E\�LQYHVWRUV�SHUFHSWLRQV�WKDW�WKHLU�VL]H�LV�OLPLWHG��6XUYH\V�RI�SURVSHFWLYH�LQYHVWRUV�LQ�0RURFFR�LQGLFDWH�WKDW�LQ�FRPSDULVRQ�WR�RWKHU�HFRQRPLHV�LQ�0(1$�DQG�(DVWHUQ�(XURSH��LQYHVWRUV�SHUFHLYH�PDUNHW�SURVSHFWV�DV�ZHOO�EHORZ�DYHUDJH��UHIOHFWLQJ�VPDOO�VL]H�DQG�OLPLWHG�JURZWK��)LJXUH�����7XQLVLD
V�PDUNHW²ZKLFK�LV�RQO\�KDOI�RI�0RURFFR
V²VXIIHUV�IURP�VLPLODU�SHUFHLYHG�GHILFLHQFLHV�6HUYLQJ�WKH�5HJLRQDO�0DUNHW� %HFDXVH�RI�WKH�VPDOO�VL]H�RI�ERWK�7XQLVLD
V�DQG�0RURFFR
V�GRPHVWLF�PDUNHWV��RQH�SRVVLEOH�VWUDWHJLF�RSWLRQ�IRU�LQYHVWRUV�LV�WR�HVWDEOLVK�FDSDFLW\�LQ�RQH�HFRQRP\�WR�VHUYH�ERWK��DQG�RWKHU�SRWHQWLDO�HQWUDQWV�WR�WKH�(XUR�0HG�DJUHHPHQW���7KH�QDWXUH�RI�WKH�DJUHHPHQWV�FRQFOXGHG�WKXV�IDU�SUHFOXGH�VXFK�DQ�LQYHVWPHQW�VWUDWHJ\��KRZHYHU��%HFDXVH�WKHUH�DUH�QR�SURYLVLRQV�IRU�OLEHUDOL]HG�WUDGH�DPRQJ�0HGLWHUUDQHDQ�SDUWQHUV�ZLWK�WKH�(8��D��KXE�DQG�VSRNH��SDWWHUQ�RI�WUDGH�DQG�LQYHVWPHQW�LV�OLNHO\�WR�DULVH�LQ�ZKLFK�LQYHVWRUV�FKRRVH�WR�ORFDWH�LQ�(XURSH�WR�VHUYH�VHYHUDO�VRXWKHUQ�PDUNHWV��1LFKH�([SRUW�0DUNHWV� 7KH�DJUHHPHQWV�PD\�LQFUHDVH�)',�LQ�LQGXVWULHV�VHUYLQJ�QLFKH�H[SRUW�PDUNHWV�LQ�WKH�(XURSHDQ�8QLRQ��7KHVH�DUH�SULPDULO\�LQ�ORZ�HQG�PDQXIDFWXUHV²WH[WLOHV��FORWKLQJ�DQG�IRRWZHDU��DQG��LQ�WKH�FDVH�RI�0RURFFR��ZRRG�SURGXFWV��7KH\�DUH�DOVR�WKH�H[SRUW�LQGXVWULHV�LQ�ZKLFK�H[LVWLQJ�IRUHLJQ�RZQHUVKLS�LV�FRQFHQWUDWHG��7DEOH�����6LQFH�WKHVH�QLFKH�H[SRUWV�SUHYLRXVO\�HQMR\HG�GXW\�IUHH�DFFHVV�WR�WKH�(XURSHDQ�PDUNHW��WKH�SULPDU\�PRWLYDWLRQ�IRU�QHZ�LQYHVWPHQW�LQ�WKHVH�QLFKHV�ZLOO�QRW�FRPH�IURP�HQKDQFHG�PDUNHW�DFFHVV��5DWKHU��LW�ZLOO�KDYH�WR�FRPH�IURP�LQFUHDVHG�FRVW�FRPSHWLWLYHQHVV��+LVWRULFDO�GDWD�VXJJHVW�WKDW�0RURFFR�HVSHFLDOO\��DQG�7XQLVLD�VXIIHUHG�IURP�GHFOLQLQJ�FRVW�FRPSHWLWLYHQHVV�LQ�WH[WLOHV��FORWKLQJ��DQG�IRRWZHDU�UHODWLYH�WR�VXFK�(DVW�$VLDQ�FRPSHWLWRUV�DV�&KLQD��,QGRQHVLD��0DOD\VLD�DQG�7KDLODQG�DQG�VXFK�(XURSHDQ�FRPSHWLWRUV�DV�3RUWXJDO��*UHHFH�DQG�+XQJDU\��:RUOG�%DQN������F��
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3URGXFWLRQ�VKDULQJ�DUUDQJHPHQWV�ZKHUH�FRPSRQHQW�SURGXFWLRQ�DQG�DVVHPEO\�RSHUDWLRQV�DUH�GLVWULEXWHG�DFURVV�VHYHUDO�FRXQWULHV�KDYH�EHFRPH�LPSRUWDQW�PDJQHWV IRU�)',�LQ�(DVW�$VLD��3ULRU�WR�WKH�LQWHJUDWLRQ�DJUHHPHQWV��WKH�RXWZDUG�SURFHVVLQJ�IDFLOLWLHV�RI�WKH�(8�ZHUH�GHVLJQHG
7DEOH�����3HUFHQWDJH�6KDUH�RI�)RUHLJQ�2ZQHUVKLS

([SRUW�� RULHQWHG�ILUPV�H[SRUW�VKDUH�!� �O��� 'RPHVWLF�� PDUNHW�RULHQWHG�ILUPV�H[SRUW�VKDUH���O���0RURFFR 7XQLVLD 0RURFFR 7XQLVLD
$JUR�,QGXVWULHV/HVV�WKDQ�����ZRUNHUV����ZRUNHUV�DQG�PRUH7H[WLOHV��&ORWKLQJ�DQG�)RRWZHDU/HVV�WKDQ�O���ZRUNHUVO���ZRUNHUV�DQG�PRUH&KHPLFDOVOHVV�WKDQ�O���ZRUNHUVO���ZRUNHUV�DQG�PRUH0HWDOV�DQG�0DFKLQHU\OHVV�WKDQ�O���ZRUNHUVO���ZRUNHUV�DQG�PRUH2WKHU�0DQXIDFWXULQJOHVV�WKDQ�O���ZRUNHUVO���ZRUNHUV�DQG�PRUH

������������������������������������������������Q�D�����Q�D�

����������������������������������������������������������

��������������������������������������������Q�D�����Q�D

���������Q�DQ�DQ�D���������������������������
6RXUFH���.LQJGRP�RI�0RURFFR��� 5HSXEOLF�RI�7XQLVLD�([SRUW�*URZWK���'HWHUPLQDQWV�DQG�3URVSHFWV
WR�IDFLOLWDWH�VXFK�SURGXFWLRQ�VKDULQJ��&RPSRQHQWV�FRXOG�EH�DGPLWWHG�WHPSRUDULO\�LQ�0HGLWHUUDQHDQ�FRXQWULHV�IRU�DVVHPEO\�DQG�WKHQ�UH�H[SRUWHG�WR�(XURSH�ZLWKRXW�SD\PHQW�RI�GXWLHV��7XQLVLD�DQG�0RURFFR�OHG�RWKHU�FRXQWULHV�LQ�0(1$�LQ�XVLQJ�WKHVH�IDFLOLWLHV��EXW�QHLWKHU�KDYH�XWLOL]HG�RXWZDUG�SURFHVVLQJ�DUUDQJHPHQWV�DV�IXOO\�DV�(DVWHUQ�(XURSHDQ�FRPSHWLWRUV��2XWZDUG�SURFHVVLQJ�LQYHVWPHQWV�ZHUH�KHDYLO\�FRQFHQWUDWHG�LQ�FORWKLQJ�DVVHPEO\�LQ�ERWK�FRXQWULHV��7KH�LQWHJUDWLRQ�DJUHHPHQWV�PD\�IDFLOLWDWH�VRPH�LQFUHDVH�LQ�SURGXFWLRQ�VKDULQJ�EDVHG�HLWKHU�RQ�SUR[LPLW\��H�J��0RURFFR�6SDLQ�RU�7XQLVLD�,WDO\��RU�ODQJXDJH��)UHQFK���EXW�WKH�YROXPH�DQG�GLYHUVLW\�RI�SURGXFWLRQ�VKDULQJ�LQYHVWPHQWV�GLUHFWHG�DW�(DVWHUQ�(XURSH��VXJJHVW�WKDW�ERWK�HFRQRPLHV�ZLOO�EHJLQ�DV�UHODWLYHO\�OHVV�DWWUDFWLYH�GHVWLQDWLRQV�IRU�WKHVH�LQYHVWPHQWV��$Q�LPSRUWDQW�QLFKH�H[SRUW�PDUNHW�IRU�HFRQRPLHV�DV�GLYHUVH�DV�,QGLD�DQG�%DUEDGRV�KDV�EHHQ�LQIRUPDWLRQ�VHUYLFHV�H[SRUWV�EDVHG�RQ�ORZ�FRVW��(QJOLVK�VSHDNLQJ�VNLOOHG�ODERU��6XFK�VHUYLFHV�DV�EDFN�RIILFH�RSHUDWLRQV��PHGLFDO�WUDQVFULSWLRQ��DQG�VRIWZDUH�GHYHORSPHQW�KDYH�EHHQ�VXFFHVVIXOO\�H[SRUWHG��%RWK�0RURFFR�DQG�7XQLVLD�KDYH�WKH�SRWHQWLDO�IRU�)UHQFK�ODQJXDJH�VHUYLFHV�H[SRUWV��7KH�LQWHJUDWLRQ�DJUHHPHQWV�SURYLVLRQV�IRU�KDUPRQL]DWLRQ�RI�VWDQGDUGV��
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DSSUR[LPDWLRQ�RI�ODZV�DQG�FURVV�ERUGHU�VXSSO\�RI�VHUYLFHV�PD\�KHOS�WR�SURPRWH�VXFK�LQYHVWPHQWV��0DQ\�LQIRUPDWLRQ�VHUYLFHV�H[SRUWV��KRZHYHU��DUH�KHDYLO\�GHSHQGHQW�RQ�ORZ�FRVW��KLJK�TXDOLW\�WHOHFRPPXQLFDWLRQV��WKH�DEVHQFH�RI�ZKLFK�PD\�OLPLW�WKH�SRWHQWLDO�RI�ERWK�HFRQRPLHV�WR�DWWUDFW�VXFK�LQYHVWPHQWV�LQ�WKH�VKRUW�UXQ�
���:LOO�WKH�$JUHHPHQWV�,PSURYH�3URGXFWLYLW\"$�WKLUG�FKDQQHO�E\�ZKLFK�WKH�LQWHJUDWLRQ�DJUHHPHQWV�PD\�LQFUHDVH�JURZWK�LQ�7XQLVLD�DQG�0RURFFR�LV�LPSURYHPHQWV�LQ�WHFKQRORJLFDO�DFTXLVLWLRQ�DQG�LQQRYDWLRQ��7KHUH�LV�E\�QRZ�D�ODUJH�OLWHUDWXUH�RQ�WKH�UHODWLRQVKLS�EHWZHHQ�LQWHUQDWLRQDO�WUDGH�DQG�7)3�FKDQJH�Ñ :KLOH�WKHUH�LV�OLWWOH�FRQVHQVXV��LW�PD\�EH�IDLU�WR�FKDUDFWHUL]H�WKH�OLWHUDWXUH�DV�LQGLFDWLQJ�WKDW�H[SDQGHG�LQWHUQDWLRQDO�WUDGH�PD\ LPSURYH�7)3�JURZWK�UDWHV�DV�D�UHVXOW�RI�WHFKQRORJLFDO�DFTXLVLWLRQ�DULVLQJ�IURP�LQFUHDVHG�H[SRUWV��DQG�RU�RI�LPSURYHG�FRVW�GLVFLSOLQH�DQG�LQQRYDWLRQ�DULVLQJ�IURP�LQFUHDVHG�FRPSHWLWLRQ��3DFN�DQG�3DJH���������,Q�WKLV�VHFWLRQ�ZH�SUHVHQW�HFRQRP\�ZLGH�HVWLPDWHV�RI�ORQJ�UXQ�7)3�JURZWK�IRU�7XQLVLD�DQG�0RURFFR�FRPSDUHG ZLWK�(XURSHDQ�DQG�RWKHU�GHYHORSLQJ�HFRQRPLHV��:H�WKHQ�FRQVLGHU�VHYHUDO�PHFKDQLVPV�E\�ZKLFK�WKH�LQWHJUDWLRQ�DJUHHPHQWV�ZLWK�(XURSH�PD\�LPSURYH�7)3�JURZWK�LQ�ERWK�HFRQRPLHV�DQG�DVVHVV�WKHLU�OLNHO\�VLJQLILFDQFH��&RPSDULVRQV�RI�3URGXFWLYLW\�*URZWK�5DWHV:H�HVWLPDWH�WRWDO�IDFWRU�SURGXFWLYLW\�JURZWK�LQ�D�VLPSOH�QHRFODVVLFDO�IUDPHZRUN�E\�VXEWUDFWLQJ�IURP�RXWSXW�JURZWK�WKH�SRUWLRQ�RI�JURZWK�GXH�WR�FDSLWDO�DFFXPXODWLRQ��WR�KXPDQ�FDSLWDO�DFFXPXODWLRQ��DQG�WR�ODERU�IRUFH�JURZWK��%HFDXVH�LQFRPH�VKDUH�GDWD�DUH�QRW�DYDLODEOH�IRU�PRVW�FRXQWULHV�LQ�RXU�VDPSOH��RXWSXW�HODVWLFLWLHV�ZHUH�HVWLPDWHG�GLUHFWO\�XVLQJ�D�VLPSOH��FURVV�HFRQRP\�SURGXFWLRQ�IXQFWLRQ��$QQXDO�ORJ�RXWSXW�JURZWK�ZDV�UHJUHVVHG�RQ�ORJ�FDSLWDO�JURZWK��ORJ�KXPDQ�FDSLWDO�JURZWK��DQG�ORJ�ODERU�JURZWK�EHWZHHQ������DQG�������VSHFLI\LQJ�WKH�SURGXFWLRQ�IXQFWLRQ�WR�EH�&REE�'RXJODV�ZLWK�FRQVWDQW�UHWXUQV�WR�VFDOH��(FRQRP\�VSHFLILF�GXPP\�YDULDEOHV�ZHUH�XVHG�WR�HVWLPDWH�LQGLYLGXDO�UDWHV�RI�7)3�FKDQJH�IRU�HDFK�RI�WKH�VDPSOH
V�HFRQRPLHV��1HW�LQYHVWPHQW�LV�GHULYHG�IURP�FRQVWDQW�SULFH�FDSLWDO�VWRFN�GDWD��1HKUX�DQG�'KDUHVKZDU���������0HDVXUHV�RI�KXPDQ�FDSLWDO�DUH�LQFRUSRUDWHG�LQ�WKH�VSHFLILFDWLRQ�XVLQJ�%DUUR�DQG�/HH
V��������PHDVXUH�RI�HGXFDWLRQDO�DWWDLQPHQW��7)3�HVWLPDWHV�DUH�EDVHG�RQ�WKH�SDUDPHWHUV�GHULYHG�IURP�DQ����FRXQWU\�VDPSOH�7KH�FRQWUDVW�LQ�SURGXFWLYLW\�JURZWK�EHWZHHQ�7XQLVLD�DQG�0RURFFR�DQG�WKH�PDMRU�(XURSHDQ�HFRQRPLHV�LV�DSSDUHQW�LQ�)LJXUH����7KH�GLDJUDP�VKRZV�WKH�7)3�JURZWK�UDWH�IRU�WKH�SHULRG�
Ñ 6HH�1LVKLPL]X�DQG�3DJH��������DQG�5RGULN��������IRU�UHYLHZV�RI�WKH�UHOHYDQW�OLWHUDWXUH�
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����������IRU�DOO����FRXQWULHV�LQ�WKH�VDPSOH�DV�D�IXQFWLRQ�RI�UHODWLYH�RXWSXW�SHU�FDSLWD�WR�WKH�8QLWHG�6WDWHV�LQ�������+LJK�LQFRPH��2(&'�HFRQRPLHV�DUH�LGHQWLILHG�E\�WKH�RSHQ�ER[HV��7KUHH�EURDG�SDWWHUQV�DSSHDU��L� 7KH�UDQJH�RI�7)3�JURZWK�UDWHV�IRU�KLJK�LQFRPH�FRXQWULHV�LV�TXLWH�FRPSDFW��HVSHFLDOO\�LQ�FRPSDULVRQ�ZLWK�ORZ� DQG PLGGOH�LQFRPH�FRXQWULHV��LL� 1HDUO\�RQH�WKLUG�RI�WKH�ORZ� DQG�PLGGOH�LQFRPH�FRXQWULHV�LQ�WKH�VDPSOH�KDG�QHJDWLYH�UDWHV�RI�7)3�JURZWK�GXULQJ����������LLL� 7KHUH�LV�YHU\�OLWWOH�SURGXFWLYLW\�EDVHG��FDWFK�XS��H[KLELWHG�E\�ORZ� DQG�PLGGOH�LQFRPH�FRXQWULHV��7KHVH�DUH�QRW�SURPLVLQJ�UHVXOWV�IRU�WKH�GHYHORSLQJ�ZRUOG��'HVSLWH�D�VXEVWDQWLDO�OLWHUDWXUH�RQ�WKH�SRWHQWLDO�IRU�GHYHORSLQJ�FRXQWULHV�WR�DFKLHYH�UDSLG�JURZWK�WKURXJK�DGRSWLQJ�NQRZQ���EHVW�SUDFWLFH��WHFKQRORJLHV��YHU\�IHZ�DSSHDU�WR�KDYH�UHDOL]HG�WKHVH�JDLQV�Ò :KHUH�FDWFK�XS�LQ�SHU�FDSLWD�LQFRPH�LV�WDNLQJ�SODFH��LW�LV�GXH�SULPDULO\�WR�KLJKHU�UDWHV�RI�IDFWRU�DFFXPXODWLRQ�7XQLVLD�DQG�0RURFFR�GLIIHU�OLWWOH�IURP�RWKHU�0(1$�HFRQRPLHV�RU�GHYHORSLQJ�FRXQWULHV�LQ�JHQHUDO��7KH�HVWLPDWHG�UDWH�RI�7)3�JURZWK�IRU�0RURFFR�LV�HVVHQWLDOO\�]HUR�DQG�7XQLVLD
V�LV�OHVV�WKDQ�RQH�SHUFHQW�SHU�\HDU��1HLWKHU�HFRQRP\�KDV�UDWHV�RI�7)3�FKDQJH�ZKLFK�HTXDO�WKH�DYHUDJH�IRU�WKH�KLJK�LQFRPH�FRXQWULHV�RI�(XURSH�DQG�1RUWK�$PHULFD��7KXV��GHVSLWH�WKH�SRWHQWLDO�IRU�ERWK�HFRQRPLHV�WR�DGDSW�H[LVWLQJ�LQWHUQDWLRQDO�EHVW�SUDFWLFH�WHFKQRORJLHV�WR�WKHLU�HFRQRPLHV��QHLWKHU�KDV�UHDOL]HG�UDWHV�RI�7)3�FKDQJH�ZKLFK�H[FHHG�WKRVH�RI�(XURSHDQ�HFRQRPLHV��,Q�DJJUHJDWH�WHUPV��QR�SURGXFWLYLW\�EDVHG�FDWFK�XS�LV�WDNLQJ�SODFH�%HFDXVH�7)3�JURZWK�UDWHV�FDQ�EH�LQWHUSUHWHG�DV�UDWHV�RI�FKDQJH�LQ�FRQVWDQW�SULFH�DYHUDJH�FRVWV��LW�KDV�EHFRPH�FRQYHQWLRQDO�WR�GUDZ�LQIHUHQFHV�FRQFHUQLQJ�FKDQJLQJ�SDWWHUQV�RI�G\QDPLF�FRPSDUDWLYH�DGYDQWDJH�IURP�LQWHUQDWLRQDO�FRPSDULVRQV�RI�7)3�JURZWK�UDWHV��1LVKLPL]X�DQG�3DJH�������������� )RU�WKH�HFRQRP\�LQ�DJJUHJDWH�QHLWKHU�0RURFFR�QRU�7XQLVLD�UHDFK�WKH�ORQJ�UXQ�7)3�JURZWK�UDWHV�RI�DQ\�(XURSHDQ�HFRQRP\��%RWK�7XQLVLD�DQG�0RURFFR�KDYH�GHFOLQLQJ�G\QDPLF�FRPSDUDWLYH�DGYDQWDJH��UHODWLYH�WR�SRWHQWLDO�WUDGLQJ�SDUWQHUV�LQ�(XURSH��FRQVWDQW�SULFH�XQLW�FRVWV�DUH�GHFOLQLQJ�LQ�ERWK�PRUH�VORZO\�WKDQ�LQ�(XURSH��7KH�HFRQRP\�ZLGH�HVWLPDWHV�SUHVHQWHG�LQ�)LJXUH���PXVW�EH�LQWHUSUHWHG�ZLWK�FDXWLRQ��VLQFH�PXFK�RI�WKH�HVWLPDWHG�SURGXFWLYLW\�FKDQJH�PD\�DULVH�IURP�VHFWRUDO�UHDOORFDWLRQ�RI�IDFWRUV��SDUWLFXODUO\�LQ�0RURFFR�DQG�7XQLVLD��UDWKHU�WKDQ�IURP�SURGXFWLYLW\�HQKDQFHPHQWV�ZLWKLQ�VSHFLILF�VHFWRUV��3DFN���������)LJXUH���SUHVHQWV�FRPSDULVRQV�RI�LQGXVWU\�VSHFLILF�UDWHV�RI�7)3�
Ò )RU�D�FRQFLVH�UHYLHZ�RI�WKH�DUJXPHQWV�IRU�WHFKQRORJLFDOO\�EDVHG�FDWFK�XS�VHH�3DFN��������
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FKDQJH�EHWZHHQ�(XURSH�DQG�0RURFFR�IRU�WKH�ODWH�����V��7KH�LQGXVWU\�VSHFLILF�HVWLPDWHV�WHOO�PXFK�WKH�VDPH�VWRU\�DV�WKH�DJJUHJDWH�GDWD��7)3�JURZWK�UDWHV�IRU�0RURFFDQ�LQGXVWU\�DUH�DOO�FORVH�WR�]HUR�EHWZHHQ������DQG�������FRQWUDVWHG�ZLWK�VHFWRUDO�7)3�JURZWK�UDWHV�LQ�PDMRU�(XURSHDQ�HFRQRPLHV�LQ�WKH�UDQJH�RI�����SHUFHQW��,Q�UHODWLYH�WHUPV�0RURFFR�LV�ODJJLQJ�(XURSH�OHDVW�LQ�WH[WLOHV��FORWKLQJ�DQG�IRRWZHDU�DQG�LQ�EDVLF�PHWDOV²VHFWRUV�LQ�ZKLFK�DW�OHDVW�VRPH�(XURSHDQ�FRXQWULHV�H[SHULHQFHG�7)3�GHFOLQHV��%XW�RQ�WKH�ZKROH��WKH�SDWWHUQ�DW�WKH�LQGXVWU\�OHYHO�FRQILUPV�WKDW�0RURFFDQ�LQGXVWULHV�DUH�IDLOLQJ�WR�PRYH�FORVHU�WR�(XURSHDQ�EHVW�SUDFWLFH�WHFKQRORJLHV��'\QDPLF�FRPSDUDWLYH�DGYDQWDJH�LV�DOVR�GHWHULRUDWLQJ�DW�WKH�LQGXVWU\�OHYHO��
)LJXUH����7RWDO�)DFWRU�3URGXFWLYLW\�*URZWK�DQG�*'3�3HU�&DSLWD�5HODWLYH�WR�86�*'3������

:LOO�7KH�$JUHHPHQWV�,PSURYH�WKH�$FTXLVLWLRQ�RI�7HFKQRORJ\"&RXQWULHV�IDFH�VHYHUDO�DOWHUQDWLYHV�IRU�REWDLQLQJ�QHZ�WHFKQRORJ\�ZKLFK�PD\�EH�DIIHFWHG�E\�WKH�DJUHHPHQWV��7KHVH�LQFOXGH���D��WKH�SXUFKDVH�RI�QHZ�HTXLSPHQW���E��GLUHFW�IRUHLJQ�LQYHVWPHQW���F��REWDLQLQJ�OLFHQVHV�IRU�GRPHVWLF�SURGXFWLRQ�RI�QHZ�SURGXFWV�RU�WKH�XVH�RI�QHZ�
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SURFHVVHV���G��WKH�XVH�RI�QRQ�SURSULHWDU\�WHFKQRORJ\�RU�UHYHUVH�HQJLQHHULQJ���H��REWDLQLQJ�LQIRUPDWLRQ�SURYLGHG�E\�SXUFKDVHUV�RI�H[SRUWV��DQG��I��XQGHUWDNLQJ�RQH
V�RZQ�5�	�'��$OO�EXW�WKH�ODVW�UHSUHVHQW�DQ�DWWHPSW�WR�PRYH�WRZDUGV�LQWHUQDWLRQDO�EHVW�SUDFWLFH�E\�DVVLPLODWLQJ�WHFKQRORJLHV�DYDLODEOH�DEURDG�DQG��I��PD\�KDYH�DQ�HOHPHQW�RI�DLGLQJ�WKH�LGHQWLILFDWLRQ��PRGLILFDWLRQ��DQG�DEVRUSWLRQ�RI�IRUHLJQ�WHFKQRORJ\�UDWKHU�WKDQ�JHQHUDWLQJ�D�JHQXLQHO\�GRPHVWLF�WHFKQRORJ\�
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0DFKLQHU\�DQG�HTXLSPHQW
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&KHPLFDOV

7H[WLOHV�DQG�/HDWKHU
3DSHU�DQG�3ULQWLQJ

)RRG

0RURFFR���������*HUPDQ\���������)UDQFH���������8��.����������,WDO\���������

)LJXUH�������7)3�*URZWK�5DWHV��0RURFFR�DQG�(8�&RXQWULHV

6RXUFH��(QJODQGHU��6�DQG�$��0LWWHOVWDGW��������DQG�+DGGDG��0���������

1HZ�(TXLSPHQW� 7KH�FRQWLQXRXV�LPSRUWDWLRQ�RI�QHZ��WHFKQRORJLFDOO\�VXSHULRU�HTXLSPHQW�ZLOO�LQFUHDVH�PHDVXUHG�7)3�JURZWK�UDWHV��1HOVRQ���������,Q�WKH�(DVW�$VLDQ�FRXQWULHV�VKRZLQJ�VXSHULRU�7)3�JURZWK�UDWHV�LQ�)LJXUH����LQYHVWPHQW�UDWHV�ZHUH�YHU\�KLJK�DQG�PXFK�RI�WKHLU�HTXLSPHQW�ZDV�LPSRUWHG�IURP�WKH�2(&'�FRXQWULHV��HPERG\LQJ�WKH�ODWHVW�GHVLJQV��,Q�7DLZDQ��IRU�H[DPSOH��HPERGLPHQW�DFFRXQWHG�IRU�URXJKO\������SRLQWV�RI�WKH�ILYH�SRLQW�UHVLGXDO�LQ�WKH�PDQXIDFWXULQJ�VHFWRU��3DFN���������&URVV�FRXQWU\�HYLGHQFH�ILQGV�D�VLJQLILFDQW�LPSDFW�RI�HTXLSPHQW�LQYHVWPHQW�LQ�PDQXIDFWXULQJ�RQ�7)3�JURZWK�UDWHV��'H�/RQJ�DQG�6XPPHUV���������&OHDUO\��RSHQLQJ�WKH�7XQLVLDQ�DQG�0RURFFDQ�HFRQRPLHV�WR�FDSLWDO�JRRG�LPSRUWV�IURP�(XURSH�DW�UHGXFHG�GXW\�UDWHV�ZLOO�IDFLOLWDWH�WKH�LPSRUW�RI�QHZ��LPSURYHG�HTXLSPHQW��%XW��EHFDXVH�WKH�OLEHUDOL]DWLRQ�RI�ERWK�HFRQRPLHV�LV�QRW�XQLYHUVDO�ZLWK�UHVSHFW�WR�FDSLWDO�JRRGV�LPSRUWV��WKH\�UXQ�WKH�ULVN�RI�GLYHUWLQJ�LPSRUWV�DZD\�IURP�VXSSOLHUV�RI�EHVW�SUDFWLFH�WHFKQRORJ\�LQ�RWKHU�UHJLRQV��7KLV�ULVN�LV�SDUWLFXODUO\�DFXWH�LQ�FDVHV�LQ�ZKLFK�GHYHORSLQJ�FRXQWU\�PDFKLQHU\�VXSSOLHUV�KDYH�DGDSWHG�WKHLU�HTXLSPHQW�WR�VNLOOV�DQG�IDFWRU�HQGRZPHQWV�PRUH�FORVHO\�SDUDOOHO�WR�WKRVH�RI�0RURFFR�DQG�7XQLVLD�WKDQ�LQ�(XURSH��)RUHLJQ�'LUHFW�,QYHVWPHQW� )',�SHUPLWV�ORFDO�SURGXFWLRQ�WR�WDNH�SODFH�DORQJ�WKH�ZRUOG�EHVW�SUDFWLFH�SURGXFWLRQ�IXQFWLRQV�E\�VXEVWLWXWLQJ�IRUHLJQ�SK\VLFDO�DQG�KXPDQ�FDSLWDO�IRU�DEVHQW�ORFDO�IDFWRUV��WKH�EHVW�H[DPSOH�RI�VXFFHVV�EHLQJ�6LQJDSRUH��)',�PD\�DOVR�JHQHUDWH�VLJQLILFDQW�H[WHUQDOLWLHV�DV�GRPHVWLF�ILUPV�EHFRPH�DZDUH�RI�QHZ�WHFKQLTXHV�DQG�SUDFWLFHV��ZRUNHUV�PRYH�WR�RWKHU�ORFDO�ILUPV��RU�HVWDEOLVK�WKHLU�RZQ��WKXV�GLVVHPLQDWLQJ�NQRZOHGJH�WKDW�
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RULJLQDOO\�ZDV�SURSULHWDU\��7KH�OLPLWHG�HYLGHQFH�DYDLODEOH�IRU�ERWK�0RURFFR�DQG�7XQLVLD�VXJJHVWV�WKDW�GHVSLWH�WKH�SRWHQWLDO�IRU�SURGXFWLYLW\�HQKDQFHPHQWV�IURP�)',��QHLWKHU�HFRQRP\�KDV�EHQHILWHG�VXEVWDQWLDOO\�IURP�)',�UHODWHG�VSLOORYHU�LQ�WKH�SDVW��,Q�7XQLVLD��DQHFGRWDO�HYLGHQFH�VXJJHVWV�WKDW�WHFKQLTXHV�HPSOR\HG�LQ�WKH�RIIVKRUH�VHFWRU��ZKLFK�LV�WKH�SULQFLSDO�ORFXV�IRU�)',�LQ�PDQXIDFWXULQJ��KDYH�UHVXOWHG�LQ�OLWWOH�VSLOORYHU�WR�WKH�GRPHVWLF�HFRQRP\�DQG�OLWWOH�WHFKQRORJLFDO�XSJUDGLQJ��:RUOG�%DQN������D���$�UHFHQW�FURVV�VHFWLRQ�WLPH�VHULHV�VWXG\�RI�PDQXIDFWXULQJ�LQGXVWULHV�LQ�0RURFFR�IRXQG�WKDW�ZKLOH�IRUHLJQ�RZQHG�ILUPV�KDG�KLJKHU�OHYHOV�RI�7)3²FRQIRUPLQJ�WR�WKH�WHFKQRORJ\�WUDQVIHU�K\SRWKHVLV²UDWHV�RI�SURGXFWLYLW\�FKDQJH�IRU�GRPHVWLF�ILUPV�LQ�VHFWRUV�ZLWK�D�KLJK�LQFLGHQFH�RI�IRUHLJQ�LQYHVWPHQW�ZHUH�QR�KLJKHU�WKDQ�LQ�VHFWRUV�GRPLQDWHG�E\�GRPHVWLF�LQYHVWRUV��VXJJHVWLQJ�DQ�DEVHQFH�RI�VSLOORYHU��+DGGDG�DQG�+DUULVRQ��������7KH�HYLGHQFH�LV�OHVV�LQIRUPDWLYH��KRZHYHU��DV�WR�ZKHWKHU�WKH�ODFN�RI�WHFKQRORJLFDO�VSLOORYHU�IRUP�)',�LV�UHODWHG�WR�WKH�SUH�LQWHJUDWLRQ�WUDGH�UHJLPH��7KH�7XQLVLDQ�VWXG\�VXJJHVWVWKDW�WKH�PDTXLODGRUD�VWUXFWXUH�RI�WKH�RIIVKRUH�HQWHUSULVHV²HVVHQWLDOO\�WUDQVIRUPLQJ�FRPSRQHQWV�VXSSOLHG�E\�(XURSHDQ�SXUFKDVHUV�LQWR�ILQLVKHG�SURGXFWV²SURYLGHV�IHZ�LQWHUDFWLRQV�ZLWK�GRPHVWLF�VXSSOLHUV��OLPLWLQJ�SRWHQWLDO�SXUFKDVHU�VXSSOLHU�WHFKQRORJLFDO�OLQNV��6LPLODUO\��WKHUH�LV�OLWWOH�PRELOLW\�RI�PDQDJHUV�DQG�ZRUNHUV�EHWZHHQ�RIIVKRUH�ILUPV�DQG�GRPHVWLF�ILUPV��OLPLWLQJ�WKH�WUDQVIHU�RI�VNLOOV�HPERGLHG�LQ�ZRUNHUV��:RUOG�%DQN������D���7KH�0RURFFR�VWXG\�LQGLFDWHV�WKDW�ZKLOH�VSLOORYHU�LV�QRW�UHODWHG�WR�WKH�OHYHO�RI�SURWHFWLRQ��WKH�RYHUDOO�OHYHO�RI�SURGXFWLYLW\�RI�IRUHLJQ�ILUPV�LV��)RUHLJQ�RZQHG�ILUPV�LQ�VHFWRUV�SURWHFWHG�E\�TXRWDV�KDYH�ORZHU�UDWHV�RI�SURGXFWLYLW\�FKDQJH��+DGGDG�DQG�+DUULVRQ���������7KLV�LV�FRQVLVWHQW�ZLWK�RWKHU�VWXGLHV�RI�WKH�UHODWLRQVKLS�EHWZHHQ�WUDGH�SROLF\�DQG�SURGXFWLYLW\�FKDQJH�ZKLFK�KDYH�HPSKDVL]HG�WKH�QHJDWLYH�LPSDFW�RI�TXDQWLWDWLYH�LPSRUW�UHVWULFWLRQV�RQ�SURGXFWLYLW\�JURZWK�UDWHV��1LVKLPL]X�DQG�3DJH��������7HFKQRORJ\�/LFHQVLQJ� /LFHQVLQJ�H[LVWLQJ�WHFKQRORJLFDO�NQRZOHGJH�DERXW�SURGXFWLRQ�SURFHVVHV�RIIHUV�FRQVLGHUDEOH�RSSRUWXQLWLHV�WR�/'&V�IRU�LPSURYLQJ�WKH�OHYHO�RI�EHVW�SUDFWLFH��D�SRVVLELOLW\�PRVW�WKRURXJKO\�H[SORLWHG�E\�-DSDQ�LQ�WKH�����V�DQG�����V�Ó 7KH�LQFUHDVHG�LQWHOOHFWXDO�SURSHUW\�SURWHFWLRQV�RI�WKH�LQWHJUDWLRQ�DJUHHPHQWV�PD\�WR VRPH�H[WHQW�IDFLOLWDWH�OLFHQVLQJ�RI�WHFKQRORJ\�E\�ILUPV�LQ�0RURFFR�DQG�7XQLVLD��%XW��WKHUH�LV�VRPH�VWDWLVWLFDO�HYLGHQFH�DQG�D�JURZLQJ�VXEMHFWLYH�VHQVH�WKDW�DUPV�OHQJWK�OLFHQVLQJ�LV�GHFUHDVLQJ�DV�DQ�RSWLRQ�IRU�FORVLQJ�WHFKQRORJ\�JDSV��3RWHQWLDO�OLFHQVRUV�LQ�WKH�2(&'�FRXQWULHV�KDYH�EHFRPH�ZDU\�RI�KHOSLQJ�SRVVLEOH�FRPSHWLWRUV��HYHQ�LI�FRQWUDFWV�SUHFOXGH�H[SRUWV�WR�WKLUG�FRXQWULHV�IRU�WKH�
Ó 6HH��IRU�H[DPSOH��1DJDRND��������
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GXUDWLRQ�RI�WKH�OLFHQVH��3DUWLFXODUO\�LQ�5�	�'�LQWHQVLYH�VHFWRUV�VXFK�DV�FKHPLFDOV��PDFKLQHU\��DQG�HOHFWURQLFV��ILUPV�DUH�LQFUHDVLQJO\�XQZLOOLQJ�WR�OLFHQVH�WHFKQRORJ\�DV�WKH\�SHUFHLYH�UR\DOWLHV�SURYLGH�DQ�LQDGHTXDWH�UHWXUQ�IRU�DQ�DFWLRQ�ZKLFK�PD\�LPSDLU�WKHLU�RZQ�ORQJ�WHUP�FRPSHWLWLYHQHVV��2(&'�ILUPV�LQFUHDVLQJO\�SUHIHU�HLWKHU�FURVV�OLFHQVLQJ�DJUHHPHQWV�LQ�ZKLFK�WKH\�REWDLQ�DFFHVV�WR�WKH�OLFHQVHH
V�WHFKQRORJ\�RU�WR�LWV�PDQXIDFWXULQJ�VNLOOV�7UDQVIHU�RI�1RQ�3URSULHWDU\�7HFKQRORJ\� 7KH�WUDQVIHU�RI�QRQ�SURSULHWDU\�NQRZOHGJH�LV�PRUH�IHDVLEOH�LI�D�FRXQWU\�EHJLQV�LWV�LQGXVWULDOL]DWLRQ�HIIRUW�LQ�ODERU�LQWHQVLYH�VHFWRUV�XVLQJ�UHODWLYHO\�ROG�WHFKQLTXHV��SUHFLVHO\�WKH�FRQGLWLRQV�REWDLQLQJ�LI�H[SRUWV�DUH�EDVHG�RQ�FRPSDUDWLYH�DGYDQWDJH��3DUW�RI�WKH�VXFFHVV�RI�.RUHD�DQG�7DLZDQ�VWHPV�IURP�HPSOR\LQJ�ROGHU�PDFKLQHU\�DQG�NQRZOHGJH�WKDW�ZDV�QRW�KHGJHG�E\�SURSULHWDU\�UHVWULFWLRQV�Ô 7KH�HTXLSPHQW�ZDV�UHDGLO\�VROG�DQG�WKH�NQRZOHGJH�ZDV�DYDLODEOH�DW�ORZ�FRVW�LQ�HQJLQHHULQJ�SXEOLFDWLRQV��WUDGH�OLWHUDWXUH��DQG�IURP�LQGHSHQGHQW�FRQVXOWDQWV��6RPH�WKUHVKROG�OHYHO�RI�FRPSHWHQFH�LV��RI�FRXUVH��UHTXLUHG�WR�VFDQ�LQWHUQDWLRQDO�PDUNHWV�EXW�WKLV�LV�QRW�YHU\�GHPDQGLQJ�LQ�WHUPV�RI�VNLOOHG�ODERU��%RWK�7XQLVLD�DQG�0RURFFR�KDYH�VXFFHHGHG�DV�H[SRUWHUV�LQ�ODERU�LQWHQVLYH�PDQXIDFWXULQJ��EDVHG�RQ�WKH�WUDQVIHU�RI�QRQ�SURSULHWDU\�WHFKQRORJ\��7R�WKH�H[WHQW�WKDW�WKH�LQWHJUDWLRQ�DJUHHPHQWV�UHGXFH�EDUULHUV�WR�WHFKQRORJ\�LPSRUWV�RU�HQFRXUDJH�GLYHUVLILFDWLRQ�RI�ODERU�LQWHQVLYH�PDQXIDFWXUHV��VRPH�DGGLWLRQDO�WHFKQRORJ\�WUDQVIHUV�PD\�RFFXU��%XW�JLYHQ�WKH�KLJK�SUH�H[LVWLQJ�DFFHVV�IRU�ODERU�LQWHQVLYH�JRRGV�LQWR�WKH�(XURSHDQ�PDUNHW��WKH�TXDQWLWDWLYH�LPSDFW�RI�WKHVH�WUDQVIHUV�RQ�WHFKQRORJLFDO�XSJUDGLQJ�DQG�SURGXFWLYLW\�FKDQJH�PD\�EH�OLPLWHG�,QIRUPDWLRQ�SURYLGHG�E\�SXUFKDVHUV�RI�H[SRUWV���,QIRUPDWLRQ�SURYLGHG�E\�SXUFKDVHUV�FDQ�EH�TXLWH�LPSRUWDQW�IRU�ILUPV�Õ 7KH�PRWLYDWLRQ�RI�WKH�SXUFKDVHUV�LV�WR�REWDLQ�ORZHU�FRVW��EHWWHU�TXDOLW\�SURGXFWV�IURP�PDMRU�VXSSOLHUV��7R�DFKLHYH�WKLV�WKH\�DUH�ZLOOLQJ�WR�WUDQVPLW�WDFLW�DQG�RFFDVLRQDOO\�SURSULHWDU\�NQRZOHGJH�IURP�WKHLU�RWKHU��2(&'�VXSSOLHUV��6XFK�WUDQVIHUV�RI�NQRZOHGJH�DUH�OLNHO\�WR�FKDUDFWHUL]H�VLPSOHU�SURGXFWLRQ�VHFWRUV�VXFK�DV�FORWKLQJ�DQG�IRRWZHDU�RU�PRUH�JHQHUDOO\�WKRVH�ROGHU�WHFKQRORJLHV�WKDW�DUH�QRW�KHGJHG�E\�UHVWULFWLRQV�DGRSWHG�WR�LQFUHDVH�DSSURSULDELOLW\�VXFK�DV�SDWHQWV�DQG�WUDGH�VHFUHWV��6LJQLILFDQWO\��WKH�NQRZOHGJH�WUDQVIHU�HPERGLHG�LQ�VXSSOLHU�SXUFKDVHU�UHODWLRQVKLSV�LV�JHQHUDWHG�RQO\ E\�H[SRUWV��)LUPV�LQ�DGYDQFHG�HFRQRPLHV�KDYH�QR�LQFHQWLYHV�WR�WUDQVIHU�LQIRUPDWLRQ�WR�SRWHQWLDO�FRPSHWLWRUV�LQ�LPSRUW�VXEVWLWXWLRQ�LQGXVWULHV��3DFN�DQG�3DJH��������FRQFOXGH�RQ�WKH�EDVLV�RI�ERWK�FURVV�
Ô 6HH�5KHH�DQG�:HVWSKDO��������IRU�HYLGHQFH�RQ�WKH�XVH�RI�ROGHU�WHFKQRORJ\�WR�DFKLHYH�H[SRUWV�DQG�5DQLV��������IRU�7DLZDQ�Õ 7KLV�ZDV�ILUVW�QRWHG�E\�:HVWSKDO��5KHH��DQG�3XUVHOO��������LQ�.RUHD�DQG�FRQILUPHG�LQ�7DLZDQ�E\�D�QXPEHU�RI�ORFDO�UHVHDUFKHUV��)RU�D�GLVFXVVLRQ�RI�7DLZDQ�VHH�3DFN��������
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FRXQWU\�HYLGHQFH�DQG�D�PRUH�GHWDLOHG�H[DPLQDWLRQ�RI�.RUHD�DQG�7DLZDQ�WKDW�PDQXIDFWXUHG�H[SRUWV�ZRUN�WKURXJK�VHYHUDO�RI�WKH�PHFKDQLVPV�OLVWHG�DERYH²SULPDULO\�)',��WUDQVIHU�RI�QRQ�SURSULHWDU\�WHFKQRORJ\��DQG�SXUFKDVHU�VXSSOLHU�UHODWLRQVKLSV²WR�LPSURYH�WHFKQLFDO�HIILFLHQF\��DQG�WKHUHE\�FRQWULEXWH�WR�UDSLG�SURGXFWLYLW\�FKDQJH��7KH\�ILQG�D�VWDWLVWLFDOO\�UREXVW�UHODWLRQVKLS�EHWZHHQ�PDQXIDFWXUHG�H[SRUW�RULHQWDWLRQ�DQG�WKH�UDWH�RI�7)3�JURZWK��([SRUW�H[SDQVLRQ�UHVXOWLQJ�IURP�WKH�LQWHJUDWLRQ�DJUHHPHQWV�PD\�WKHUHIRUH�SURYLGH�D�VRXUFH�OHDUQLQJ�IRU�7XQLVLDQ�DQG�0RURFFDQ�ILUPV�LQGHSHQGHQW�RI�WHFKQRORJ\�WUDQVIHUV�HPERGLHG�LQ�HTXLSPHQW�RU�)',�3URJUDPV�IRU�7HFKQRORJLFDO�8SJUDGLQJ7KH�PHFKDQLVPV�IRU�WHFKQRORJLFDO�XSJUDGLQJ�RXWOLQHG�DERYH��GHSHQG�SULPDULO\�RQ�LQFUHDVHG�)',�DQG�H[SDQVLRQ�RI�H[SRUWV��7KH�(XUR�0HG�LQLWLDWLYH�DOVR�RIIHUV�DLG�DQG�WHFKQLFDO�DVVLVWDQFH�GHVLJQHG�WR�LPSURYH�ORFDO�UHVHDUFK�DQG�GHYHORSPHQW�FDSDFLW\��EURDGO\�GHILQHG�WR�LQFOXGH�SURJUDPV�IRU�WKH�WHFKQRORJLFDO�XSJUDGLQJ�RI�H[LVWLQJ�ILUPV��,QGHHG��QHDUO\�KDOI�RI�WKH�SURSRVHG�DVVLVWDQFH�WR�WKH�UHJLRQ�IURP�WKH�(XURSHDQ�8QLRQ
V�H[SDQGHG�DLG�SURJUDP�LV�GLUHFWHG�DW�SUHSDUDWLRQ�IRU�IUHH�WUDGH��LQFOXGLQJ�H[SHUWLVH�IRU�PRGHUQL]DWLRQ��UHVWUXFWXULQJ��YHQWXUH�FDSLWDO�DQG�WUDLQLQJ��)LJXUH������7KLV�DVVLVWDQFH��LI�HIIHFWLYHO\�XVHG��FRXOG�SURYLGH�D�EDVLV�IRU�DFFHOHUDWHG�WHFKQRORJLFDO�PDVWHU\�E\�ERWK�HFRQRPLHV�%RWK�0RURFFR�DQG�7XQLVLD�DUH�LQ�WKH�HDUO\�VWDJHV�RI�GHVLJQLQJ�SURJUDPV�RI�WHFKQLFDO�DQG�ILQDQFLDO�DVVLVWDQFH�WDUJHWHG�DW�LPSURYLQJ�WKH�FRPSHWLWLYHQHVV�RI�H[LVWLQJ�ILUPV��([SHULHQFH�ZLWK�VXFK��LQGXVWULDO�UHVWUXFWXULQJ��SURJUDPV�LQ�(DVW�$VLD��/DWLQ�$PHULFD�DQG�(DVWHUQ�(XURSH�LQGLFDWHV�WKDW�WKH�FHQWUDO�IHDWXUH�RI�VXFFHVVIXO�WHFKQRORJLFDO�XSJUDGLQJ�SURJUDPV�LV�WKH�SURYLVLRQ�RI�GLDJQRVWLF�LQIRUPDWLRQ�WR�ILUPV�UHJDUGLQJ�SURGXFW��SURFHVV��PDUNHWLQJ�DQG�WHFKQRORJLFDO�FKDQJHV�UHTXLUHG�WR�PHHW�TXDOLW\�DQG�SULFH�VWDQGDUGV�RI�H[SRUW�PDUNHWV�RU�LQFUHDVHG�LPSRUW�SHQHWUDWLRQ�Ö,Q�WKH�FDVH�RI�ODUJH�VFDOH�ILUPV��JRYHUQPHQWV�KDYH�EHHQ�PRVW�HIIHFWLYH�LQ�VROYLQJ�WKH�FROOHFWLYH�DFWLRQ�SUREOHP�DPRQJ�SURGXFHUV��:RUNLQJ�ZLWK�PDQXIDFWXUHUV
�DVVRFLDWLRQV�WKH\�KDYH�KHOSHG�WR�LGHQWLI\�LQWHUQDWLRQDO�VRXUFHV�RI�FRQVXOWLQJ�H[SHUWLVH��WR�GHILQH�WHUPV�RI�UHIHUHQFH�IRU�GLDJQRVWLF�VWXGLHV�DW�VXE�VHFWRUDO�RU�LQGXVWU\�OHYHOV�DQG�WR�HQVXUH�WKH�ZLGHVSUHDG�GLVVHPLQDWLRQ�RI�UHVXOWV��,Q�VRPH�FDVHV�JRYHUQPHQWV�KDYH�DOVR�DFWLYHO\�DWWHPSWHG�WR�LQYROYH�WKH�ILQDQFLDO�VHFWRU�LQ�WKH�GHVLJQ�DQG�GLVVHPLQDWLRQ�RI�WKH�GLDJQRVWLFV�LQ�D�HIIRUW�WR�LPSURYH�WKH��EDQNDELOLW\��RI�SURMHFWV�DULVLQJ�IURP�WKH�VWXGLHV��
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5XUDO�'HYHORSPHQW��

3RSXODWLRQ�DQG�+HDOWK��
(GXFDWLRQ��

6RFLDO�,QIUDVWUXFWXUH���,QIUDVWUXFWXUH��
6WUXFWXUDO�$GMXVWPHQW��

9HQWXUH�&DSLWDO��

([SHUWLVH�IRU�PRGHUQL]DWLRQ��UHVWUXFWXULQJ��SULYDWL]DWLRQ���

%XVLQHVV�6HFWRU���

7UDLQLQJ��

2WKHU�� 'HFHQWUDOL]HG�&RRSHUDWLRQ�� (QYLURQPHQW��

)LJXUH ������(8�6HFWRUDO�3ULRULWLHV�IRU�WKH�0HGLWHUUDQHDQ�5HJLRQ

6RXUFH��5LRUGDQ�HW�DO���³7KH�:RUOG�(FRQRP\�DQG�,PSOLFDWLRQV�IRU�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD�5HJLRQV��ú��þ�ûùúù�´�0(1$�/736�%DFNJURXQG�3DSHU

6XSSRUW�SURJUDPV�WR�VPDOO�DQG�PHGLXP�HQWHUSULVHV�KDYH�JHQHUDOO\�VXFFHHGHG�ZKHUH�WKH\�KDYH�XVHG�JRYHUQPHQW�WR�EURNHU�SULYDWH�WR�SULYDWH�WHFKQLFDO�VXSSRUW�GLUHFWHG�DW�WKH�HQWHUSULVH�OHYHO��)UHTXHQWO\�WKHVH�SURJUDPV�KDYH�LQYROYHG�LQLWLDO�JUDQW�IXQGLQJ�RI�D�SRUWLRQ�RI�WKH�FRVWV�RI�WHFKQLFDO�DVVLVWDQFH�WR�WKH�ILUP��EXW�WKH\�KDYH�HPSKDVL]HG�IXOO�SD\PHQW�RI�FRVWV�E\�WKH�HQWHUSULVH�RI�DQ\�FRQWLQXHG�FRQVXOWDQF\�DUUDQJHPHQWV��6RPH�JRYHUQPHQWV�LQ�$VLD�KDYH�DOVR�VSRQVRUHG�WKH�GHYHORSPHQW�RI�SULYDWH�SURGXFWLYLW\�FHQWHUV��XVXDOO\�RQ�D�FRVW�VKDULQJ�EDVLV�ZLWK�PDQXIDFWXUHUV�DVVRFLDWLRQV��/HY\������������3ROLFLHV�IRU�$FFHOHUDWHG�*URZWK2XU�DVVHVVPHQW�RI�WKH�(8�LQWHJUDWLRQ�DJUHHPHQWV�ZLWK�0RURFFR�DQG�7XQLVLD�OHDGV�XV�WR�FRQFOXGH�WKDW�ZKLOH�WKH\�RIIHU�ERWK�FRXQWULHV�DQ�LPSRUWDQW�RSSRUWXQLW\�WR�DFFHOHUDWH�JURZWK�DQG�UDLVH�LQFRPHV�WRZDUG�6RXWKHUQ�(XURSHDQ�OHYHOV��VXEVWDQWLDO�EHQHILWV�ZLOO�QRW�DFFUXH�WR�HLWKHU�FRXQWU\�DXWRPDWLFDOO\��7KH�HVWLPDWHG�LPSDFW�RI�WUDGH�OLEHUDOL]DWLRQ�DORQH�LV�VPDOO�IRU�ERWK�HFRQRPLHV��UHIOHFWLQJ�SULPDULO\�WKHLU�SUHYLRXV�ODUJHO\�IUHH�DFFHVV�WR�WKH�(XURSHDQ�0DUNHW��7KH�KDUPRQL]DWLRQ�RI�ODZV�DQG�UHJXODWLRQV��FRPELQHG�ZLWK�ERWK�HFRQRPLHV
�SULRU�WUDFN�UHFRUGV�IRU�JRRG�PDFURHFRQRPLF�PDQDJHPHQW��PD\�LQGXFH�ODUJHU�SRUWIROLR�LQYHVWPHQWV�E\�(XURSHDQ�LQYHVWRUV��EXW�WKHLU�ILQDQFLDO�PDUNHWV�ZLOO�UHTXLUH�VXEVWDQWLDO�VWUHQJWKHQLQJ�LI�
Ö 6HH��IRU�H[DPSOH��/LHEHUPDQ��������DQG�/HY\��������
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WKRVH�LQFUHDVHG�IORZV�DUH�WR�EH�XVHG�HIILFLHQWO\��([SDQGHG�IRUHLJQ�GLUHFW�LQYHVWPHQW�ZLOO�GHSHQG�DV�PXFK�RQ�FKDQJLQJ�VWUDWHJLF�SHUFHSWLRQV�RI�LQYHVWRUV�DQG�UHGXFWLRQV�LQ�EXUHDXFUDWLF�LPSHGLPHQWV�WR�EXVLQHVV�DV�RQ�PDFURHFRQRPLF�VWDELOLW\�DQG�FUHGLEOH�UXOHV��7KH�SULPDU\�VRXUFHV�RI�WHFKQRORJLFDO�XSJUDGLQJ�ZKLFK�PD\�UHVXOW�IURP�WKH�DJUHHPHQWV�DUH�OLNHO\�WR�EH�IURP�WKH�H[SDQVLRQ�RI�H[SRUWV�DQG�IRUHLJQ�GLUHFW�LQYHVWPHQW�:KDW�FDQ�0RURFFR�DQG�7XQLVLD�GR�WR�HQVXUH�WKDW�WKH�(8�DJUHHPHQWV�IXOILOO�WKHLU�SURPLVH"�)LUVW��WKH\�FDQ�DFFHOHUDWH�DQG�JHQHUDOL]H�WKH�OLEHUDOL]DWLRQ�RI�WUDGH�HPERGLHG�LQ�WKH�DJUHHPHQWV���6HFRQG��WKH\�FDQ�PRYH�DJJUHVVLYHO\�WR�LPSURYH�WKHLU�LQYHVWPHQW�FOLPDWH��DQG�WKLUG��WKH\�FDQ�DGRSW�SROLFLHV�LQWHQGHG�WR�DFFHOHUDWH WKH�UDWH�RI�SURGXFWLYLW\�FKDQJH�$FFHOHUDWLQJ�7UDGH�/LEHUDOL]DWLRQ���7KH����\HDU�SDFH�RI�OLEHUDOL]DWLRQ�RI�WKH�WUDGH�UHJLPH�SHUPLWWHG�E\�ERWK�WKH�0RURFFR�DQG�7XQLVLD�DJUHHPHQWV�LV�VORZ�UHODWLYH�WR�WKH�SDFH�DGRSWHG�E\�(DVWHUQ�(XURSHDQ�HFRQRPLHV�HQWHULQJ�LQWR�VLPLODU�DUUDQJHPHQWV�ZLWK�WKH�(8²PRVW�RI�ZKLFK�DUH�DWWHPSWLQJ�WR�DFKLHYH�IXOO�OLEHUDOL]DWLRQ�LQ�ILYH�\HDUV²DQG�UHODWLYH�WR�WKH�SDFH�RI�PXOWLODWHUDO�WUDGH�OLEHUDOL]DWLRQ�XQGHUWDNHQ�E\�WKH�PDMRU�/DWLQ�$PHULFDQ�HFRQRPLHV�LQ�WKH�ODVW�GHFDGH��,Q�7XQLVLD��PRUHRYHU��WKHUH�LV�GLVFXVVLRQ�RI�EHJLQQLQJ�OLEHUDOL]DWLRQ�ZLWK�FDSLWDO�JRRGV�DQG�LQWHUPHGLDWHV��ZKLFK�ZLOO�KDYH�WKH�HIIHFW�RI�LQFUHDVLQJ�HIIHFWLYH�SURWHFWLRQ�WR�ILQDO�JRRGV�SURGXFHUV��'HOD\V�LQ�OLEHUDOL]DWLRQ²DQG�LQFUHDVHV�LQ�HIIHFWLYH�SURWHFWLRQ�WR�ILQDO�JRRGV�SURGXFHUV²VHQG�SHUYHUVH�VLJQDOV�WR�SRWHQWLDO�LQYHVWRUV�DQG�PD\�GHOD\�RU�SUHYHQW�GRPHVWLF�DQG�IRUHLJQ�LQYHVWPHQW�LQ�H[SRUW�RULHQWHG�LQGXVWULHV��7KH\�DOVR�SRVWSRQH�FRQVXPHU�EHQHILWV�RI�OLEHUDOL]DWLRQ�RI�LPSRUWV��%RWK�0RURFFR�DQG�7XQLVLD�ZRXOG�EHQHILW�IURP VXEVWDQWLDOO\�DFFHOHUDWHG�WUDGH�UHIRUP�7KH�DJUHHPHQWV�DOVR�SURYLGH�WKH�RSSRUWXQLW\�IRU�ERWK�FRXQWULHV�WR�PRYH�PRUH�IRUFHIXOO\�LQ�UHGXFLQJ�EDUULHUV�WR�WUDGH�ZLWK�WKH�UHVW�RI�WKH�ZRUOG�HFRQRP\�RXWVLGH�RI�(XURSH��7KH�JDLQV�WR�XQLYHUVDO�OLEHUDOL]DWLRQ�RI�WUDGH�DUH�DSSUR[LPDWHO\����SHUFHQW�KLJKHU�WKDQ�WKRVH�IURP�OLEHUDOL]DWLRQ�ZLWK�UHVSHFW�WR�(XURSH�DORQH��,Q�DGGLWLRQ�PRUH�XQLYHUVDO�OLEHUDOL]DWLRQ�ZLWK�UHVSHFW�WR�FDSLWDO�DQG�LQWHUPHGLDWH�JRRGV�LPSRUWV�ZLOO�UHVXOW�LQ�JUHDWHU�GLYHUVLILFDWLRQ�RI�VRXUFHV�RI�WHFKQRORJ\��SHUPLWWLQJ�DFFHOHUDWHG�SURGXFWLYLW\�JURZWK��)LQDOO\��ERWK�0RURFFR�DQG�7XQLVLD�VKRXOG�EHJLQ�QHJRWLDWLRQV�IRU�D�IUHH�WUDGH�DJUHHPHQW�EHWZHHQ�WKHPVHOYHV��$V�ZH�QRWHG��WKH�H[LVWLQJ��KXE�DQG�VSRNH��QDWXUH�RI�WKH�(8�DJUHHPHQWV�SURYLGHV�QR�VWUDWHJLF�PRWLYDWLRQ�IRU�LQYHVWRUV�WR�ORFDWH�LQ�HLWKHU�HFRQRP\�WR�VHUYH�ERWK�PDUNHWV��QRU�GRHV�LW�IDFLOLWDWH�SURGXFWLRQ�VKDULQJ�DUUDQJHPHQWV��%RWK�RI�WKHVH�SRWHQWLDO�PDUNHW�VWUXFWXUHV�ZRXOG�EH�HQKDQFHG�E\�D�SDUDOOHO�DJUHHPHQW�ZKLFK�OLEHUDOL]HV�WUDGH�EHWZHHQ�WKH�WZR�FRXQWULHV�ZLWKLQ�WKH�RYHUDOO�(8�IUDPHZRUN��
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,PSURYLQJ�WKH�,QYHVWPHQW�&OLPDWH� 7KHUH�LV�D�VHULHV�RI�SROLF\�DFWLRQV�WKDW�FRXOG�LPSURYH�WKH�LQYHVWPHQW�FOLPDWH�LQ�0RURFFR�DQG�7XQLVLD��7KHVH�DFWLRQV�FDQ�EH�JURXSHG�XQGHU�WKUHH�EURDG�KHDGLQJV����L��GHHSHQLQJ�RI�ILQDQFLDO�PDUNHWV���LL��LPSURYHPHQWV�LQ�WKH�MXGLFLDO�DQG�DGPLQLVWUDWLYH�V\VWHPV�JRYHUQLQJ�SULYDWH�DFWLYLW\��DQG��LLL��IXUWKHU�SULYDWL]DWLRQ��,Q�IDFW��WKH�GLVWLQFWLRQV�DUH�QRW�FOHDU�FXW��DV�PDQ\�RI�WKH�VXJJHVWHG�SROLF\�DFWLRQV�ZRXOG�KDYH�PXOWLSOH�EHQHILWV��DV�QRWHG�EHORZ�)LQDQFLDO�PDUNHWV�LQ�WKH�WZR�FRXQWULHV�GR�QRW��DV�\HW��RIIHU�LQYHVWRUV�WKH�YDULHW\�RI�LQVWUXPHQWV�RU�WKH�NLQGV�RI�VHUYLFHV�WKDW�DUH�DYDLODEOH�LQ�PDQ\�RWKHU�FRXQWULHV�DW�URXJKO\�WKH�VDPH�OHYHO�RI�SHU�FDSLWD�LQFRPH��0RUH�FRPSHWLWLRQ�LQ�EDQNLQJ�PDUNHWV�ZRXOG�JLYH�EDQNV�PRUH�LQFHQWLYHV�WR�H[SDQG�VHUYLFHV��)XUWKHU�GHYHORSPHQW�RI�ERQG�DQG�HTXLW\�PDUNHWV�ZRXOG�DOVR�VSXU�EDQNV�WR�EH�PRUH�FRPSHWLWLYH��3ULYDWL]DWLRQ�KDV�DOUHDG\�SURYHQ�WR�EH�DQ�HIIHFWLYH�PHDQV�RI�GHYHORSLQJ�HTXLW\�PDUNHWV��DQ�DFFHOHUDWLRQ RI�SULYDWL]DWLRQ�ZRXOG�FRQWULEXWH�WR�WKH�UDSLG�GHYHORSPHQW�RI�PDUNHWV�ZLWK�D�UHDO�FULWLFDO�PDVV�$GPLQLVWUDWLYH�DQG�MXGLFLDO�UHIRUPV�ZLOO�EH�LPSRUWDQW�LQ�LPSURYLQJ�WKH�LQYHVWPHQW�FOLPDWH�LQ�ERWK�FRXQWULHV��0RVW�LQYHVWRU�VXUYH\V�LQGLFDWH�WKDW�WKH�FXUUHQW�MXGLFLDO�DQG�DGPLQLVWUDWLYH�V\VWHPV�LQ�0RURFFR�DQG�7XQLVLD�GHWHU�LQYHVWPHQW��5HVSRQGHQWV�KDYH�IHZ�FRPSODLQWV�FRQFHUQLQJ�WKH�ODZV�WKHPVHOYHV��WKH\�REMHFW�WR�WKH�ZD\�WKH\�DUH�DSSOLHG��7KRVH�WKDW�DUH�DFWLYHO\�LQYROYHG�LQ�0RURFFR�DQG�7XQLVLD�SRLQW�WR�SUREOHPV�ZLWK�WKH�ZD\�FRPPHUFLDO�GLVSXWHV�DUH�VHWWOHG��,QYHVWRUV�ZDQW�TXLFN�DQG�FRQVLVWHQW�GHFLVLRQV�IURP�D�MXGLFLDO�V\VWHP��7KH\�UHSRUW�WKDW�WKH\�UHFHLYH�QHLWKHU��7KH\�UHSRUW�WKDW�DGPLQLVWUDWLYH�SURFHGXUHV�DUH�DOVR�KHDY\�DQG�VRPHWLPHV�PXUN\��,W�FDQ�WDNH�PRQWKV�MXVW�WR�UHFHLYH�WKH�QHFHVVDU\�SHUPLWV�WR�RSHQ�D�UHODWLYHO\�VLPSOH�EXVLQHVV�����VHSDUDWH�GRFXPHQWV�DUH�QHHGHG�LQ�0RURFFR��:RUOG�%DQN������E���&OHDUHU�LQWHUSUHWDWLRQ�DQG�WLJKWHU�HQIRUFHPHQW�RI�ODZV�RQ�FROODWHUDO�DQG�RQ�ILQDQFLDO�GLVFORVXUH�ZRXOG�JUHDWO\�LPSURYH WKH�IXQFWLRQ�RI�ILQDQFLDO�PDUNHWV�)XUWKHU�SULYDWL]DWLRQ�ZRXOG�FRQWULEXWH�WR�D�EHWWHU�LQYHVWPHQW�FOLPDWH�LQ�VHYHUDO�ZD\V��)LUVW��SULYDWL]DWLRQ�SURYLGHV�LPPHGLDWH�RSSRUWXQLWLHV�IRU�IRUHLJQ�LQYHVWRUV��HLWKHU�WKURXJK�GLUHFW�LQYHVWPHQW�RU�WKURXJK�QRQ�FRQWUROOLQJ�LQWHUHVW�SRUWIROLR�LQYHVWPHQW��6HFRQG��D�VHULRXV�SULYDWL]DWLRQ�SURJUDP�VHQGV�D�VLJQDO�WR�SRWHQWLDO�LQYHVWRUV�FRQFHUQLQJ�D�JRYHUQPHQW
V�SHUVSHFWLYH�RQ�SULYDWH�VHFWRU�OHG�GHYHORSPHQW��7KLUG��SULYDWL]DWLRQ�RI�NH\�LQSXW�DQG�VHUYLFH�LQGXVWULHV�OHVVHQV�SRWHQWLDO�LQYHVWRUV
�FRQFHUQV�ZLWK�UHVSHFW�WR�WKH�DYDLODELOLW\�RI�WKHVH�LQSXWV��)RXUWK��LQ�WKH�0RURFFDQ�DQG�7XQLVLDQ�FRQWH[W��SULYDWH�SURYLVLRQ�RI�LQIUDVWUXFWXUH��D�IRUP�RI�SULYDWL]DWLRQ��FRXOG�KHOS�UHPRYH�H[LVWLQJ�LQIUDVWUXFWXUH�ERWWOHQHFNV��SRUWV�DQG�URDGV��IRU�H[DPSOH���6LPXOWDQHRXVO\��SULYDWL]DWLRQ�ZRXOG�UHGXFH�WKH�EXUGHQ�RI�ORVV�PDNLQJ�HQWHUSULVHV�RQ�WKH�EXGJHW��DQG�SULYDWH�SURYLVLRQ�RI�LQIUDVWUXFWXUH�ZRXOG�UHGXFH�WKH�ILVFDO�EXUGHQ�LPSRVHG�
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ZKHQ�WKH�VWDWH�PXVW�SURYLGH�WKHVH�LQIUDVWUXFWXUH�VHUYLFHV��%RWK�ZRXOG�FRQWULEXWH�WR�FRQWLQXHG�PDFURHFRQRPLF�VWDELOLW\�LQ�D�SHULRG�LQ�ZKLFK�WDULII�UHYHQXHV�ZLOO�EH�IDOOLQJ�$FFHOHUDWLQJ�3URGXFWLYLW\�&KDQJH���:H�KDYH�DUJXHG�WKDW�WKH�SULQFLSDO�PHDQV�E\�ZKLFK�WKH�(8�DJUHHPHQWV�PD\�DFFHOHUDWH�7)3�FKDQJH�DUH�LQFUHDVHG�IRUHLJQ�GLUHFW�LQYHVWPHQW��H[SDQGHG�SXUFKDVHU�VHOOHU�LQWHUDFWLRQV�DQG�PRUH�DEVRUSWLRQ�RI�QRQ�SURSULHWDU\�WHFKQRORJ\��7KHVH�FKDQQHOV�DOO�ODUJHO\�GHSHQG�RQ�DQ�H[SDQVLRQ�RI�QRQ�WUDGLWLRQDO�H[SRUWV��7KXV��ERWK�0RURFFR�DQG�7XQLVLD�VKRXOG�DGRSW�DQ��H[SRUW�SXVK��VWUDWHJ\�FRQVLVWLQJ�RI�WKUHH�HVVHQWLDO�HOHPHQWV��L�� $FFHOHUDWHG�WUDGH�OLEHUDOL]DWLRQ�WR�UHGXFH�DQWL�H[SRUW�ELDV��LL� ,QVWLWXWLRQDO�UHIRUPV�IRU�WUDGH�IDFLOLWDWLRQ�LQFOXGLQJ�LPSURYHPHQWV�LQ�PHWURORJ\�DQG�VWDQGDUGV��VWUHDPOLQLQJ�RI�FXVWRPV�SURFHGXUHV��UHJXODWRU\�UHIRUPV�WR�RSHQ�XS�VHD�DQG�DLU�IUHLJKW�WR�LQFUHDVHG�FRPSHWLWLRQ�DQG�LPSURYHG�WUDGH�SURPRWLRQ��LLL� $QG�WDUJHWHG�LQYHVWPHQWV�LQ�WUDGH�UHODWHG�LQIUDVWUXFWXUH�LQFOXGLQJ�WHOHFRPPXQLFDWLRQV��SRUWV��H[SRUW�WUDQVSRUW�FRUULGRUV��DQG�SRZHU��,Q�ERWK�7XQLVLD�DQG�0RURFFR��WKH�YROXPH�RI�LQYHVWPHQW�UHTXLUHG�DQG�WKH�QHHG�IRU�ZRUOG�FODVV�WHFKQRORJ\�ZLOO�DOVR�PHDQ�RSHQLQJ�XS�WKHVH�VHFWRUV�WR�IRUHLJQ�LQYHVWPHQW�3URJUDPV�IRU�WHFKQRORJLFDO�XSJUDGLQJ�RI�H[LVWLQJ�LQGXVWU\�FDQ�EH�D�XVHIXO�DGMXQFW�WR�WKH�SURGXFWLYLW\�HQKDQFLQJ�RXWFRPH�RI�DQ�H[SRUW�SXVK��EXW�WKH�LPSOHPHQWDWLRQ�RI�WKH��PLVH�D�QLYHDX��LQ�ERWK�HFRQRPLHV�ZLOO�QHHG�WR�EH�ZHOO�GHVLJQHG��7KHUH�LV�D�ULVN�WKDW�KLJKO\�WDUJHWHG�SXEOLF�SURJUDPV�RI�YHQWXUH�FDSLWDO�RU�VXEVLGL]HG�OHQGLQJ�IRU�WHFKQRORJLFDO�DFTXLVLWLRQ�ZLOO�QRW�VXFFHHG�LQ�UDLVLQJ�SURGXFWLYLW\�DW�WKH�ILUP�OHYHO��5DWKHU��SXEOLF�VXSSRUW�VKRXOG�IRFXV�RQ�FRUUHFWLQJ�LQIRUPDWLRQ�GHILFLWV�ZLWK�UHVSHFW�WR�QHZ�SURGXFWV��TXDOLW\�VWDQGDUGV�DQG�WHFKQLTXHV�DQG�RQ�VROYLQJ�WKH�FROOHFWLYH�DFWLRQ�SUREOHP��*RYHUQPHQW�FDQ�SOD\�D�FDWDO\WLF�UROH�LQ�RUJDQL]LQJ�SURGXFHUV�WR�VHHN�RXW�KLJK�TXDOLW\�VRXUFHV�RI�LQIRUPDWLRQ�RQ�LQGXVWULDO�UHVWUXFWXULQJ�DQG�LQ�GLVVHPLQDWLQJ�WKDW�LQIRUPDWLRQ�ZLGHO\�
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