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FRXQWU\���7KH\�KDYH�RQO\�D�PLQRU�UROH�LQ�%DKUDLQ¶V�HFRQRP\��D�QRWDEOH�SRVLWLRQ�LQ�(J\SW�DQG�-RUGDQ��DQG�DUH�PRVW�VLJQLILFDQW�LQ�WKH�6\ULDQ�$UDE�5HSXEOLF�DQG�/HEDQRQ�&RPSDULQJ�WKH�UHODWLYH�LPSRUWDQFH�RI�60(V�LQ�0(1$�FRXQWULHV�WR�GHYHORSHG DQG�GHYHORSLQJ�FRXQWULHV��7DEOH����UHYHDOV�WKDW�WKHLU�FRQWULEXWLRQ�LQ�GHYHORSHG�DQG�(DVW�$VLDQ�FRXQWULHV�LV�KLJKHU�WKDQ�LQ�$UDE�FRXQWULHV��)RU�H[DPSOH��WKH�VKDUH�RI�60(V�LQ�WRWDO�PDQXIDFWXULQJ�HPSOR\PHQW�UHDFKHV����SHUFHQW�DQG����SHUFHQW�UHVSHFWLYHO\�LQ�7KDLODQG�DQG�.RUHD�����SHUFHQW�LQ�*HUPDQ\�DQG����SHUFHQW�LQ�*UHHFH��FRPSDUHG�WR����SHUFHQW�LQ�%DKUDLQ�DQG����SHUFHQW�LQ�-RUGDQ��(TXDOO\��WKH�QXPEHU�RI�60(V�LV�JUHDWHU�LQ�GHYHORSHG�DQG�(DVW�$VLDQ�FRXQWULHV�FRPSDUHG�WR�PRVW�RI�WKH�VHOHFWHG�$UDE�FRXQWULHV��
7DEOH����5ROH�RI�60(V�LQ�6RPH�'HYHORSHG�DQG�(DVW�$VLDQ�(FRQRPLHV����
&RXQWU\ 6KDUH�LQ�QXPEHU�RI�HQWHUSULVHV 6KDUH�LQ�HPSOR\PHQW+RQJ�.RQJ �� ��.RUHD �� ��7DLZDQ �� ��7KDLODQG �� ��-DSDQ �� ��*HUPDQ\ �� ��)UDQFH �� ��*UHHFH �� ��86$ �� ��6RXUFH��-��9DQ�+RXWWH���������³7KH�5ROH�RI�6PDOO�DQG�0HGLXP�VL]HG�(QWHUSULVHV�LQ�WKH�(FRQRP\�DQG�RI�WKHLU�6XSSRUW�6\VWHPV´��:RUOG�%DQN��3ULYDWH�6HFWRU�'HYHORSPHQW�'HSDUWPHQW��%XVLQHVV�(QYLURQPHQW�8QLW��GUDIW�
$QRWKHU�LPSRUWDQW�GLIIHUHQFH�EHWZHHQ�60(V�LQ�0(1$�DQG�GHYHORSHG�FRXQWULHV�LV�WKDW�LQ�WKH�ODWWHU��60(V�WHQG�WR�EH�LQ�³PRGHUQ´�PDQXIDFWXULQJ�DQG�VHUYLFHV��RIWHQ�LQ�WKH�ILHOG�RI�FXWWLQJ�HGJH�WHFKQRORJ\��ZLWK�VWURQJ�HQWUHSUHQHXULDO�EDVHV��YLEUDQW�H[SRUW�VHFWRUV�DQG�D�ODUJH�EDVH�RI�HGXFDWHG�DQG�WHFKQLFDO�PDQSRZHU��,Q�FRQWUDVW��LQ�GHYHORSLQJ�FRXQWULHV��LQFOXGLQJ�FRXQWULHV�RI�WKH�0(1$�UHJLRQ��60(V�DUH�FRQFHQWUDWHG�LQ�ODERU�LQWHQVLYH�DQG�WUDGLWLRQDO�DFWLYLWLHV�ZLWK�ORZ�OHYHOV�RI�SURGXFWLYLW\�DQG�SRRU�TXDOLW\�SURGXFWV��7KHUH�LV�OLWWOH�RU�QR�WHFKQRORJLFDO�G\QDPLVP�LQ�WKLV�JURXS��DQG�IHZ�JUDGXDWH�LQWR�ODUJHU�VL]HV�RU�PRGHUQ�WHFKQRORJLHV��,Q�(J\SW��/HEDQRQ��-RUGDQ�DQG�WKH�6\ULDQ�$UDE�5HSXEOLF��DFWLYLWLHV�RI�60(V�DUH�FRQFHQWUDWHG�LQ�ODERXU�LQWHQVLYH�LQGXVWULHV��SDUWLFXODUO\�LQ�IRRG�SURFHVVLQJ��WH[WLOHV�DQG�ZHDULQJ�DSSDUHO��ZRRG�SURGXFWV�DQG�IXUQLWXUH��DQG�QRQ�PHWDOOLF�PLQHUDO�SURGXFWV��,Q�%DKUDLQ��60(V�FDQ�EH�IRXQG�LQ�GRZQVWUHDP�DOXPLQXP�SURGXFWV��+RZHYHU��YHU\�IHZ�DUH�LQ�LQGXVWULHV�VXFK�DV�PDFKLQHU\�DQG�WUDQVSRUW�HTXLSPHQW��DQG�HOHFWURQLFV�SURGXFWV��%DVHG�RQ�WKH�SUHYLRXV�DQDO\VLV��LW�VHHPV�WKDW�WKH�UROH�RI�60(V�LQ�JURZWK�LV�QRW�IXOO\�H[SORLWHG�VLQFH�WKHLU�FRQWULEXWLRQ�WR�HPSOR\PHQW�DQG�RXWSXW�LV�OLPLWHG�DQG�WKH\�DUH�PDLQO\�FRQFHQWUDWHG�LQ�
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WUDGLWLRQDO�DFWLYLWLHV��,Q�WKH�IROORZLQJ�VHFWLRQV��ZH�WU\�WR�DQDO\]H�ZKDW�LV�FRQVWUDLQLQJ�WKH�JURZWK�DQG�G\QDPLVP�RI�WKLV�VHFWRU���
,,,��3URILOHV�RI�(QWUHSUHQHXUV�LQ�WKH�60(�
(QWUHSUHQHXUV�LQ�WKH�VHOHFWHG�FRXQWULHV�VKDUH�FRPPRQ�FKDUDFWHULVWLFV��WKRXJK�VRPH�GLIIHUHQFHV�H[LVW�LQ�HQWUHSUHQHXULDO�WUDLWV�EHWZHHQ�FRXQWULHV�RI�WKH�UHJLRQ��7KH�SURILOHV�RI�HQWUHSUHQHXUV�LQ�WKH�60(�VHFWRU�DUH�QXPHURXV��EXW�ZH�VKDOO�OLPLW�RXU�DVVHVVPHQW�LQ�WKLV�SDSHU�WR�WKH�PRVW�SHUWLQHQW�RI�WKHP�
)DPLO\�%DFNJURXQG0RVW�VPDOO�HQWHUSULVHV�DUH�IDPLO\�EXVLQHVVHV��DQG�PDQ\�HQWUHSUHQHXUV�FRPH�IURP�D�WUDGLWLRQDO�EXVLQHVV�IDPLO\�EDFNJURXQG��%XVLQHVV�IDPLO\�UHODWLRQV�DUH�LPSRUWDQW�IRU�QHZ�VWDUW�XS�EXVLQHVVHV��SDUWLFXODUO\�LQ�FRXQWULHV�FKDUDFWHUL]HG�E\�D�UHODWLYH�DEVHQFH�RI�LQVWLWXWLRQDO�VXSSRUW�IRU�HQWUHSUHQHXUV��7KH�IDPLO\�KDV�D�GRPLQDQW�UROH�LQ�EXVLQHVV�FRQWLQXLW\�DQG�VXUYLYDO��SURYLGLQJ�WKH�ILQDQFLQJ��LQVWHDG�RI�EDQNV���WKH�PRUDO�VXSSRUW��DQG�WKH�QHWZRUNV�ZLWKLQ�WKH�FRXQWU\�DQG�ZLWK�WKH�RXWVLGH�ZRUOG�,Q�WKH�VHOHFWHG�FRXQWULHV��PDQ\�HQWUHSUHQHXUV�LQKHULW�WKHLU�EXVLQHVVHV�IURP�WKHLU�IDWKHU�DQG�JUDQGIDWKHU��RU�IURP�FORVH�UHODWLYHV��7KLV�JURXS�RI�RZQHUV�PDQDJHUV�KDV�D�VWURQJ�HQWUHSUHQHXULDO�EDFNJURXQG��DQG�WKH�EXVLQHVV�KDV�EHFRPH�D�IDPLO\�WUDGLWLRQ��,Q�WKH�QHZO\�HVWDEOLVKHG�HQWHUSULVHV��WKH�PDMRULW\�RI�HQWUHSUHQHXUV�GHFODUHG�WKDW�RQH�RU�PRUH�RI�WKH�IDPLO\�PHPEHUV�KDG�D�SULYDWH�EXVLQHVV��,Q�WKLV�FRQQHFWLRQ��LW�LV�ZRUWK�PHQWLRQLQJ�WKDW�HQWUHSUHQHXUV��ZKR�KDG�LQKHULWHG�WKHLU�EXVLQHVV�IURP�WKHLU�SDUHQWV�RU�ZHUH�IURP�IDPLOLHV�WKDW�RZQHG�D�EXVLQHVV��ZHUH�JHQHUDOO\�HQFRXUDJHG�WR�ZRUN�LQ�WKH�VDPH�EXVLQHVV�RU�VWDUW�D�QHZ�RQH�7KRVH�ZKR�ZHUH�GLVFRXUDJHG�WR�VWDUW�D�QHZ�EXVLQHVV�FRPH��LQ�PRVW�FDVHV��IURP�IDPLOLHV�ZKR�GLG�QRW�KDYH�DQ\�EXVLQHVV�H[SHULHQFH��3HRSOH�RI�VXFK�EDFNJURXQG�VWLOO�SUHIHU�WKHLU�FKLOGUHQ�WR�KDYH�D�VHFXUH�MRE�DQG�VWHDG\�LQFRPH��DV�D�JRYHUQPHQW�HPSOR\HH��IRU�H[DPSOH��
5HOLDQFH�RQ�3HUVRQDO�6DYLQJV7KH�IRUPDO�EDQNLQJ�V\VWHP�GRHV�QRW�SOD\�DQ\�VLJQLILFDQW�UROH�LQ�WKH�SURYLVLRQ�RI�ILQDQFLDO�VXSSRUW�WR�VWDUW�XSV�RU�WR�H[LVWLQJ�HQWHUSULVHV��(QWUHSUHQHXUV�KDYH�WR�VHDUFK�IRU�LQIRUPDO�VRXUFHV�RI�ILQDQFH��7KH�FDSLWDO�QHHGHG�WR�HVWDEOLVK�WKH�EXVLQHVV�LQ�WKH�VHOHFWHG�FRXQWULHV�LV�XVXDOO\�UDLVHG�WKURXJK�SHUVRQDO�VDYLQJV�DFFXPXODWHG�LQ�SUHYLRXV�MREV��DQG�RU�E\�ERUURZLQJ�PRQH\�IURP�IDPLO\�DQG�UHODWLYHV��
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/DFN�RI�,QQRYDWLRQ60(�HQWUHSUHQHXUV�LQ�WKH�ILYH�VHOHFWHG�FRXQWULHV�KDYH�VKRZQ OLWWOH�LQQRYDWLRQ��7KH�QHZO\�HVWDEOLVKHG�EXVLQHVVHV�DUH�PRVWO\�D�UHSHWLWLRQ�RI�H[LVWLQJ�HQWHUSULVHV��ZLWK�OLWWOH�RU�QR�LQQRYDWLRQ�LQ�EXVLQHVV�LGHDV��SURGXFWLRQ�SURFHVVHV��RU�WDUJHWHG�PDUNHWV��7KH�VDPH�DSSOLHV�WR�HVWDEOLVKHG�EXVLQHVVHV��7KH�PDUNHWLQJ�FRQVWUDLQWV��ZKLFK�DUH�FRQVLGHUHG�DV�WKH�PDMRU�SUREOHP�E\�PRVW�RI�WKH�HQWUHSUHQHXUV��DUH��LQ�IDFW��UHODWHG�WR�WKH�SURGXFW�LWVHOI��ZKLFK�GRHV�QRW�VDWLVI\�FXVWRPHU�QHHGV��LQ�WHUPV�RI�TXDOLW\��WDVWH��GHVLJQ�DQG�SULFH�
2ZQHU�PDQDJHUV0RVW�RI�HQWHUSULVHV�DUH�RZQHG�DQG�PDQDJHG�E\�RQH�SHUVRQ�ZKR�WDNHV�FKDUJH�RI�DOO�PDQDJHPHQW�DVSHFWV�RI�D�ILUP��RUJDQL]DWLRQ��PDUNHWLQJ��SURGXFWLRQ��DFFRXQWV��HWF��7KH�KHDY\�ORDG�RQ�WKH�RZQHU�PDQDJHUV�SUHYHQWV�WKHP�IURP�SUHSDULQJ�VWUDWHJLF�SODQV�IRU�WKH�FRPSDQ\��DV�WKH\�DUH�YHU\�EXV\�ZLWK WKH�GDLO\�URXWLQHV�RI�WKH�ZRUN�,W�ZDV�DOVR�IRXQG�WKDW�PRVW�RI�HQWUHSUHQHXUV�VWDUWHG�WKHLU�EXVLQHVVHV�ZLWKRXW�D�EXVLQHVV�SODQ�RU�IHDVLELOLW\�VWXG\��2QO\�LQ�D�YHU\�IHZ�FDVHV�GLG�HQWUHSUHQHXUV�XQGHUWDNH�D�IXOO�EXVLQHVV�VWXG\�SULRU�WR�WKH�VWDUW�XS�RI�WKHLU�FRPSDQ\��([LVWLQJ�HQWHUSULVHV�DOVR�GR�QRW�NHHS�UHFRUGV��SUHSDUH�ILQDQFLDO�VWDWHPHQWV��RU�FDUU\�RXW�WKH�SUHSDUDWLRQ�RI�EXVLQHVV�SODQV�ZKHQ�H[SDQGLQJ�WKHLU�HQWHUSULVHV��%XVLQHVV�SODQV�DUH��LQ�IDFW��RQH�RI�WKH�PDMRU�LQVWUXPHQWV�WKDW�KHOS�WKH�HQWUHSUHQHXUV�XQGHUVWDQG�PDUNHW�QHHGV��DQG�WKHUHIRUH�JHQHUDWH�QHZ�SURGXFWV��EXW�LW�LV�PRVWO\�ODFNLQJ�LQ�WKH�FRXQWULHV�FRQVLGHUHG�
(GXFDWLRQDO�%DFNJURXQG7KH�HGXFDWLRQDO�EDFNJURXQG�RI�HQWUHSUHQHXUV�LV�GLYHUVH��7KH�\RXQJHU�WKH�HQWUHSUHQHXU��WKH�KLJKHU�KLV�RU�KHU�OHYHO�RI�HGXFDWLRQ��,Q�/HEDQRQ�DQG�-RUGDQ��HQWUHSUHQHXUV�DUH�JHQHUDOO\�ZHOO�HGXFDWHG��ZLWK�KLJK�VFKRRO�OHYHO�RU�XQLYHUVLW\�GHJUHHV��,Q�%DKUDLQ��WKH�HGXFDWLRQDO�EDFNJURXQG�RI�HQWUHSUHQHXUV�YDULHV�ZLGHO\��UDQJLQJ�IURP�KDYLQJ�D�XQLYHUVLW\�GHJUHH�WR�EHLQJ�LOOLWHUDWH��*HQHUDOO\��VPDOO�HQWUHSUHQHXUV�OHDUQ�WKH�EXVLQHVV�IURP�H[SHULHQFH�DQG�SUDFWLFH7KH�DFWLYLWLHV�XQGHUWDNHQ�E\�HQWUHSUHQHXUV�DUH�QRW�QHFHVVDULO\�UHODWHG�WR�WKHLU�HGXFDWLRQDO�EDFNJURXQG��7KLV�LV�GXH�WR�WKH�IDFW�WKDW�HQWUHSUHQHXULDO�SHRSOH�WDNH�DGYDQWDJH�RI�RSSRUWXQLWLHV�ZKHUH�WKH\�H[LVW��HYHQ�LI�QRW�UHODWHG�WR�WKHLU�VSHFLDOL]DWLRQ��7KH�VXUYH\V�VKRZ�WKDW�VHYHUDO�HQWUHSUHQHXUV�GR�QRW�ZRUN�LQ�WKH�ILHOG�RI�WKHLU�VSHFLDOL]DWLRQ�
5HODWLYH�$EVHQFH�RI�7UXVW�DPRQJ�(QWUHSUHQHXUV7KH�ODFN�RI�FRRSHUDWLRQ�DQG�WUXVW�EHWZHHQ�HQWUHSUHQHXUV�RI�GLIIHUHQW�IDPLOLHV�LV�FRPPRQ�WR�DOO�VHOHFWHG�FRXQWULHV��EXW�LW�LV�PRUH�SURQRXQFHG�LQ�/HEDQRQ��0RVW�HQWUHSUHQHXUV�WDONHG�PRUH�DERXW�
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GRPLQDWLQJ�WKH�FRPSHWLWLRQ�UDWKHU�WKDQ�FRRSHUDWLQJ�ZLWK�HDFK�RWKHU��(QWUHSUHQHXUV�DUH�UHOXFWDQW�WR�VKDUH�LQIRUPDWLRQ�ZLWK�WKHLU�FRPSHWLWRUV�IRU�IHDU�WKDW�WKHLU�³VHFUHWV´�ZLOO�EH�XVHG�E\�RWKHUV�LQ�WKH�VDPH�EXVLQHVV��7KH�WRXJK�FRPSHWLWLRQ�DPRQJ�VPDOO�LQGXVWULDOLVWV�DQG�WKH�VPDOO�VL]H�RI�WKH�PDUNHW�LQ�WKHVH�FRXQWULHV�KDYH�PDGH�FRRSHUDWLRQ�D�GLIILFXOW�RSWLRQ��:LWKRXW�FRRSHUDWLRQ��VPDOO�HQWUHSUHQHXUV�ZLOO�KDYH�JUHDW�GLIILFXOW\�FRPSHWLQJ�ZLWK�ODUJH�ILUPV��SDUWLFXODUO\�XQGHU�JOREDOL]DWLRQ�RI�WKH�ZRUOG�HFRQRP\�,Q�YLHZ�RI�WKH�SUHYDOHQFH�RI�GLVWUXVW��HQWUHSUHQHXUV�SUHIHU�WR�VHOHFW�WKHLU�EXVLQHVV�SDUWQHUV�IURP�DPRQJVW�IDPLO\�PHPEHUV�UDWKHU�WKDQ�IURP�RXWVLGH�WKH�IDPLO\��%XVLQHVV�SDUWQHUV�EHORQJLQJ�WR�WKH�VDPH�IDPLO\�KDYH�VWURQJHU�VRFLDO�LQFHQWLYHV�WR�KRQRU�SURPLVHV��IROORZ�WKH�QRUPV��NQRZ�HDFK�RWKHUV¶�OLPLWV��DQG�SURWHFW�HDFK�RWKHUV¶�LQWHUHVWV�
,9��3UREOHPV�)DFLQJ�60(V
%DVHG�RQ WKH�VXUYH\�UHVXOWV��WKHUH�DUH�D�QXPEHU�RI�SUREOHPV�WKDW�SODFH�60(V�DW�D�GLVDGYDQWDJH�FRPSDUHG�WR�ODUJH�ILUPV��ELDVHG�HFRQRPLF�SROLFLHV�LQ�IDYRU�RI�ODUJH�HQWHUSULVHV��PDUNHW�GLVWRUWLRQV�DQG�DFFHVV�WR�LQSXWV��LVRODWLRQ�DQG�VL]H�RI�WKH�ILUP��DQG�WKH�DGPLQLVWUDWLYH�SURFHGXUHV��WR�QDPH�D�IHZ�H[DPSOHV��60(V�LQ�WKH�0(1$�UHJLRQ�ILQG�WKH�UHJXODWRU\�DQG�LQVWLWXWLRQDO�IUDPHZRUN�ODFNLQJ�WUDQVSDUHQF\��LQFRQVLVWHQW�DQG�LQHIILFLHQW��WKXV�LQKLELWLQJ�IXUWKHU�GHYHORSPHQW��UDWKHU�WKDQ�DFWLQJ�DV�D�PHFKDQLVP�IRU�VXVWDLQHG�JURZWK��/RZ�HGXFDWLRQ�DQG�ORZ�OLWHUDF\�UDWHV�DPRQJ�60(�PDQDJHUV�PDNH�WKHVH�SUREOHPV�HVSHFLDOO\�GLIILFXOW�WR�RYHUFRPH��:KLOH�ODUJH�FRUSRUDWLRQV�FDQ�DOOHYLDWH�VRPH�RI�WKHVH�REVWDFOHV�E\�SURGXFLQJ�QHHGHG�VHUYLFHV�LQWHUQDOO\��60(V�GR�QRW�KDYH�WKH�RUJDQL]DWLRQDO�FDSDFLW\�RU�WKH�UHVRXUFHV�WR�FRSH�ZLWK�VXFK�SUREOHPV��,Q�ZKDW�IROORZV��ZH�GLVFXVV�WKH�GHWDLOV�RI�WKHVH�SUREOHPV�
7KH�%LDVHG�0DFUR�HFRQRPLF�3ROLFLHV'HVSLWH�ZLGHVSUHDG�SULYDWL]DWLRQ�HIIRUWV�DQG�LQFUHDVHG�DWWHQWLRQ�WR�WKH�SURPRWLRQ�RI�WKH�SULYDWH�VHFWRU�DQG�SDUWLFXODUO\�WR�WKH�60(�VHFWRU��PDFUR�HFRQRPLF�SROLFLHV�DUH�VWLOO�ELDVHG�LQ�IDYRU�RI�ODUJH�HQWHUSULVHV��0RQHWDU\��ILQDQFLDO��WUDGH�DQG�ILVFDO�SROLFLHV�GLVFULPLQDWH�DJDLQVW�QHZ�DQG�H[LVWLQJ�VPDOO�ILUPV�WKURXJK�WKH�LPSRVLWLRQ�RI�FRQVLGHUDEOH�HQWU\�EDUULHUV��,Q�PRVW�$UDE�FRXQWULHV��WKH�SROLF\�LQFHQWLYH�V\VWHPV�KDYH�EHHQ�GHYLVHG�WR�HQFRXUDJH�ODUJH�UDWKHU�WKDQ�VPDOO�HQWHUSULVHV�WKURXJK�SURYLGLQJ�WKHP�ZLWK�YDULRXV�SULYLOHJHV�DQG�DGYDQWDJHV��,QYHVWPHQW�ODZV�SURYLGH�YDULRXV�LQFHQWLYHV�DQG�H[HPSWLRQV�IURP�LQFRPH�WD[�DQG�FXVWRPV�GXWLHV��EXW�RQO\�WR�SURMHFWV�ZLWK�D�KLJK�OHYHO�RI�FDSLWDO�LQYHVWPHQW��)RU�H[DPSOH��LQ�WKH�6\ULDQ�$UDE�5HSXEOLF��WKH�(QFRXUDJHPHQW�RI�,QYHVWPHQW�/DZ��/DZ����������SURYLGHV�YDULRXV�EHQHILWV�WR�6\ULDQ��$UDE�DQG�IRUHLJQ�LQYHVWPHQW�LQ�DSSURYHG�HFRQRPLF�DQG�VRFLDO�GHYHORSPHQW�SURMHFWV�
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LQ�DJULFXOWXUH��LQGXVWU\��WUDQVSRUW�DQG�RWKHU�DSSURYHG�DUHDV��SURYLGHG�WKH�IL[HG�DVVHWV�RI�WKH�SURMHFW�H[FHHG�63����PLOOLRQ��HTXLYDOHQW�WR�86������������6PDOO�DQG�PHGLXP�SURMHFWV�GR�QRW�WKHUHIRUH�HQMR\�WKH�SULYLOHJHV�RI�WKH�ODZ��,Q�-RUGDQ��WKH�,QYHVWPHQW�3URPRWLRQ�/DZ�RI������SURYLGHV�YDULRXV�LQFHQWLYHV�WR�SURMHFWV�LQ�DJULFXOWXUH��LQGXVWU\��WUDQVSRUW�DQG�VHUYLFHV���$�SURMHFW�LV�FRQVLGHUHG�DV�LQGXVWU\��KRZHYHU��ZKHQ�LW�KDV�D�UHJLVWHUHG�FDSLWDO�H[FHHGLQJ�-'���������HTXLYDOHQW�WR�86�����������$Q\�SURMHFW�ZLWK�OHVV�WKDQ�-'��������LV�FRQVLGHUHG�KDQGLFUDIW��DQG�WKHUHIRUH��GRHV�QRW�HQMR\�WKH�YDULRXV�H[HPSWLRQV�DQG�LQFHQWLYHV��,Q�(J\SW��SURILWV�RI�DQ�LQGXVWULDO�FRPSDQ\�HPSOR\LQJ����RU�PRUH�SHUVRQV�DQG�HVWDEOLVKHG�DIWHU�WKH�HQDFWPHQW�RI�WKH�,QFRPH�7D[�/DZ��DUH�H[HPSW�IURP�LQFRPH�WD[�IRU�D�SHULRG�RI���\HDUV�IURP�WKH�GDWH�RI�FRPPHQFHPHQW�RI�EXVLQHVV��,Q�RUGHU�WR�OHVVHQ�VXFK�LPEDODQFHV��WKH�JRYHUQPHQW�RI�(J\SW�LVVXHG�D�QHZ�,QYHVWPHQW�/DZ��/DZ���������LQ�������JLYLQJ�WKH�SURMHFWV�ILQDQFHG�E\�WKH�6RFLDO�)XQG�IRU�'HYHORSPHQW�WKH�VDPH�LQFHQWLYHV�JUDQWHG�WR�ODUJH�HQWHUSULVHV�7KH�RWKHU�PDLQ�SUREOHP�LQKLELWLQJ�60(V�LV�WKH�WD[�V\VWHP��6PDOO�HQWUHSUHQHXUV�JHQHUDOO\�GR�QRW�NHHS�DFFRXQWLQJ�UHFRUGV��VR�JRYHUQPHQW�DXWKRULWLHV�LPSRVH�WD[HV�DUELWUDULO\�DQG�RIWHQ�XQIDLUO\��60(V�WHQG�WR�IHHO�WKDW�WKH�WD[HV�DUH�QRW�SURSRUWLRQHG�WR�WKHLU�SURILW��DQG�WKDW�WD[�DGPLQLVWUDWLRQ�RIILFLDOV�DSSO\�LQFRQVLVWHQW�FULWHULD��6XFK�SUHVVXUH�RQ�VPDOO�ILUPV�KDV�KDG�WKH�GRXEOH�HIIHFW�RI�GLVFRXUDJLQJ�SHRSOH�IURP�VWDUWLQJ�EXVLQHVVHV��DQG�HQFRXUDJLQJ�H[LVWLQJ�IRUPDO�DFWLYLWLHV�WR�SUDFWLFH�LQIRUPDO�RSHUDWLRQV�RU�XQGHUJURXQG�DFWLYLWLHV�LQ�RUGHU�WR�HYDGH�WKH�LQFUHDVHG�WD[�SUHVVXUH��%\�QRW�NHHSLQJ�DFFRXQWLQJ�UHFRUGV��HQWUHSUHQHXUV�DOVR�ORVH�WKH�DELOLW\�WR�DFFXUDWHO\�HVWLPDWH�WKHLU�FRVWV�DQG�SURILWV��1HFHVVDU\�GHWDLOV�VXFK�DV�GHSUHFLDWLRQ�RI�PDFKLQHU\�RU�RWKHU�LQGLUHFW�FRVWV�PD\�EH�H[FOXGHG�IURP�PDUJLQ�FDOFXODWLRQV��7KLV�PD\�XOWLPDWHO\�DIIHFW�WKHLU�SURILWV�DQG�LPSHGH�IXUWKHU�JURZWK�'XH�WR�GLIILFXOWLHV�LQ�DFFHVVLQJ�UHVRXUFHV�DQG�LQ�WDNLQJ�DGYDQWDJHV�RI�WKH�LQFHQWLYH�V\VWHP�DYDLODEOH�WR�ODUJH�HQWHUSULVHV��PDQ\�VPDOO�EXVLQHVVHV�RSHUDWH�LQ�WKH�LQIRUPDO�VHFWRU�DQG�SUDFWLFH�LQIRUPDO�RSHUDWLRQV�LQ�RUGHU�WR�FRPSHWH�LQ�WKH�PDUNHW���3URILW�PDUJLQV�DUH�VXFK�WKDW�DYRLGLQJ�WKH�SD\PHQW�RI�WD[HV�DQG�VRFLDO�FKDUJHV�FDQ�PDNH�WKH�GLIIHUHQFH�EHWZHHQ�VXFFHVV�DQG�IDLOXUH��:KLOH�JDLQLQJ�VHYHUDO�DGYDQWDJHV�E\�RSHUDWLQJ�LQIRUPDOO\��60(V�ORVH�PDQ\�RI�WKH�EHQHILWV�RI�EHLQJ�IRUPDO��VXFK�DV�DFFHVV�WR�FUHGLW��JRYHUQPHQW�VHUYLFHV�DQG�RWKHU�IDFLOLWLHV�
0DUNHW�'LVWRUWLRQV,Q�FRQWUDVW�ZLWK�ODUJH�ILUPV��60(V�IDFH�SUREOHPV�ZLWK�DFFHVVLQJ�LQSXWV��FUHGLW��LQIRUPDWLRQ�DQG�WHFKQRORJ\�PDUNHWV��3URYLGHUV�RI�VHUYLFHV��LQ�IDFW��ILQG�LW�HDVLHU�DQG�FKHDSHU�WR�GHDO�ZLWK�D�IHZ�ODUJH�FXVWRPHUV�WKDQ�ZLWK�D�ODUJH�QXPEHU�RI�GLVSHUVHG�VPDOO�HQWHUSULVHV��:LWK�60(V��WKH�FRVW�RI�
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HQIRUFLQJ�FRQWUDFWV��IRU�H[DPSOH��ZRXOG�EH�GLVSURSRUWLRQDWHO\�ODUJH�LQ�UHODWLRQ�WR�WKH�VL]H�RI�WKH�WUDQVDFWLRQ��60(V�WUDGLWLRQDOO\�HQFRXQWHU�SUREOHPV�KHQ�WU\LQJ�WR�DFFHVV�FUHGLW� $FFHVV�WR�EDQNLQJ�DQG�FUHGLW�IDFLOLWLHV�LV�RIWHQ�OLPLWHG�E\�XQUHDVRQDEO\�KLJK�FROODWHUDO�UHTXLUHPHQWV��%DQNV�JHQHUDOO\�FRQFHQWUDWH�RQ�ILQDQFLQJ�ODUJH�FRUSRUDWLRQV�DQG�6WDWH�RZQHG�HQWHUSULVHV��1R�VSHFLDOL]HG�60(�FRXQWHUV�DUH�DYDLODEOH�DW�EDQN�RXWOHWV��$GPLQLVWUDWLYH�IHHV�DUH�VRPHWLPHV�H[FHVVLYH�� /RDQ�FRQGLWLRQV�DUH�XQDIIRUGDEOH�WR�PRVW�60(V��SDUWLFXODUO\�LQ�WKH�6\ULDQ�$UDE�5HSXEOLF�ZKHUH�WKH�EDQNLQJ�V\VWHP�LV�QRW�\HW�SUHSDUHG�WR�ILQDQFH�VPDOO�EXVLQHVVHV��DQG�LQ�/HEDQRQ�ZKHUH�LQWHUHVW�UDWHV�DUH�YHU\�KLJK��DQG�FROODWHUDO�UHTXLUHPHQWV�H[FHVVLYH��,Q�(J\SW�DQG�-RUGDQ��WKHUH�DUH�FUHGLW�JXDUDQWHH�FRPSDQLHV�WKDW�SURYLGH�XS�WR����SHUFHQW�RI�FROODWHUDO�WR�D�EDQN�ORDQ��,Q�/HEDQRQ��WKH�JRYHUQPHQW�LV�SODQQLQJ�D�FUHGLW�JXDUDQWHH�VFKHPH�IRU�60(
V��6HYHUDO�FUHGLW�VFKHPHV�KDYH�EHHQ�SXW�LQ�SODFH�LQ�WKH�FRXQWULHV�RI�WKH�UHJLRQ��EXW�PRVW�RI�WKHP�DUH�VHUYLQJ�PLFUR�HQWHUSULVHV��5HFHQWO\��VHYHUDO�VFKHPHV�RI�PLFUR�ILQDQFH�KDYH�EHHQ�HVWDEOLVKHG�LQ�D�QXPEHU�RI�$UDE�FRXQWULHV��SDUWLFXODUO\�LQ�(J\SW��-RUGDQ�DQG�/HEDQRQ��+RZHYHU��WKH�FHLOLQJ�RI�ORDQV�LV�OLPLWHG��JHQHUDOO\�QRW�H[FHHGLQJ�86����������2QO\�IHZ�VPDOO�VFDOH�HQWHUSULVHV�FDQ�EHQHILW�IURP�VXFK�D�ILQDQFLDO�VFKHPH�,Q�DGGLWLRQ��60(V DUH�LQ�LVRODWLRQ�ZLWK�UHVSHFW�WR�LQIRUPDWLRQ�DERXW�FRPSHWLWRUV��VXSSOLHUV��QHZ�WHFKQRORJ\�DQG�H[SRUW�PDUNHWV� 7KH\�DOVR�ODFN�WKH�UHVRXUFHV�WR�DFFHVV�QHZ�WHFKQRORJLHV�DQG�VNLOOV��DQG�DUH�QRW�DZDUH�RI�WKH�H[LVWHQFH�RI�VXFK�WHFKQRORJLHV��7KH�LVRODWLRQ�IURP�LQIRUPDWLRQ�LV�D�PRUH�VLJQLILFDQW�SUREOHP�WKDQ�WKH�VL]H�RI�LQGLYLGXDO�60(V�
&RPSOH[LW\�RI�$GPLQLVWUDWLYH�3URFHGXUHV(QWUHSUHQHXUV�FRPSODLQ�DERXW�WKH�EXUHDXFUDF\�RI�WKH�6WDWH�PDFKLQHU\��7KH�UHJLVWUDWLRQ�DQG�RU�OLFHQVLQJ�RI�EXVLQHVVHV�LV�DQRWKHU�FRQVWUDLQW�IRU�60(V��,Q�IDFW��HQWUHSUHQHXUV�ILQG�WKDW�UHJLVWUDWLRQ�LV�D�OHQJWK\�SURFHGXUH�ZKLFK�LQYROYHV�WRR�PDQ\�GLIIHUHQW�DGPLQLVWUDWLRQV�DQG�ZKLFK�LV�RIWHQ�FRVWO\��7R�DYRLG�WKH�FRPSOH[LW\�RI�DGPLQLVWUDWLYH�SURFHGXUHV�DQG�WKH�UHJLVWUDWLRQ�IHHV��ZKLFK�DUH�FRQVLGHUHG�H[FHVVLYH�E\�WKH�HQWUHSUHQHXUV��PDQ\�EXVLQHVVHV�RSHUDWH�LQIRUPDOO\���+RZHYHU��LQ�GRLQJ�VR��DV�DOUHDG\�PHQWLRQHG��60(V�ORVH�SRWHQWLDO�EHQHILWV�RI�UHJLVWUDWLRQ��VXFK�DV�EHWWHU�DFFHVV�WR�FUHGLW�RU�JRYHUQPHQW�VXSSRUW�VHUYLFHV�(QWUHSUHQHXUV�DOVR�FRPSODLQ�RI�ORQJ�FXVWRP�GHOD\V��LQFRQVLVWHQW�WDULIIV�DQG�OHQJWK\�SURFHGXUHV��0RUHRYHU��VRPH�HQWUHSUHQHXUV�ILQG�WKDW�WKH�VDPH�UXOHV�GR�QRW�DSSO\�IRU�HYHU\RQH��DV�
� 6HH��6DQMD\D�/DOO�������� 2QH�EDQN�LQ�/HEDQRQ�VWDUWHG�FKDUJLQJ�����86��\HDUO\�DGPLQLVWUDWLYH�IHHV�LQ������ZLWKRXW�SULRU�QRWLFH�WR�LWV�60(�FXVWRPHUV�
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OLFHQVHV�ZLWK�LPSRUW�SHUPLVVLRQV�DUH�LOOHJDOO\�WUDGHG�DQG�SHUVRQDO�FRQQHFWLRQV�FDQ�DIIHFW�WKH�DSSOLFDWLRQ�RI�UHOHYDQW�ODZV��6PDOO�DQG�PHGLXP�VL]HG�HQWUHSUHQHXUV�XVXDOO\�UHO\�RQ�H[SHULHQFHG�LPSRUWHUV�EHFDXVH�RI�FRPSOLFDWHG�DGPLQLVWUDWLYH�UHTXLUHPHQWV�
9��$VVHVVPHQW RI %XVLQHVV�'HYHORSPHQW�6HUYLFHV
7KH %XVLQHVV�'HYHORSPHQW 6HUYLFHV �%'6� SURYLGHG�E\�VXSSRUW�LQVWLWXWLRQV�WR�60(V ZLOO�EH�DVVHVVHG� LQ� WKH� IROORZLQJ� DUHDV� WUDLQLQJ� VHUYLFHV�� DGYLVRU\� DQG� FRXQVHOLQJ� VHUYLFHV��LQIRUPDWLRQ�VHUYLFHV�DQG�PDUNHWLQJ�VHUYLFHV�
7UDLQLQJ�6HUYLFHV7UDLQLQJ�IRU�VWDUW�XSV�DQG�H[LVWLQJ�EXVLQHVVHV�LV�EHLQJ�GHOLYHUHG�E\�YDULRXV�DJHQFLHV�LQ�WKH�UHJLRQ��JRYHUQPHQW�DJHQFLHV��FKDPEHUV�RI�FRPPHUFH�DQG�LQGXVWU\��EXVLQHVV�DVVRFLDWLRQV��WUDLQLQJ�LQVWLWXWLRQV��1*2V��FUHGLW�DJHQFLHV�DQG�SULYDWH�VHFWRU�RUJDQL]DWLRQV��7UDLQLQJ IRU�60(V LV�TXDVL�LQH[LVWHQW�LQ�WKH�6\ULDQ�$UDE�5HSXEOLF�DQG�WR�DQ�HYHQ OHVVHU�H[WHQW�LQ�/HEDQRQ��7KH�IHZ�H[LVWLQJ�LQVWLWXWLRQV�WKDW�RIIHU�UHOHYDQW�WUDLQLQJ�FRXUVHV�DUH�PDLQO\�SULYDWH�FRQVXOWDQF\�ILUPV�WKDW�SUHIHU�WR�DGGUHVV�WKH�QHHGV�RI�ODUJHU�ILUPV��+RZHYHU��LQ�-RUGDQ�DQG�(J\SW��WKHUH�DUH�VHYHUDO�LQVWLWXWLRQV�ZKLFK�GHOLYHU�EXVLQHVV�WUDLQLQJ�WR�VWDUW�XSV�DV�ZHOO�DV�WR�H[LVWLQJ�VPDOO�HQWHUSULVHV��EXW�PRVW�RI�WKHP�DGGUHVV�PLFUR�HQWHUSULVHV�RU�ODUJH�ILUPV�7KH�VXUYH\�VKRZHG�WKDW�PRVW�DJHQFLHV�SURYLGLQJ�WUDLQLQJ�SURJUDPV�DUH�QRW�HIIHFWLYHO\�UHDFKLQJ�WKH�VPDOO�HQWUHSUHQHXU��7UDLQLQJ�SURJUDPV�DUH�RIWHQ�SUHSDUHG�ZLWKRXW�VHULRXV�LGHQWLILFDWLRQ�RI�SUREOHPV�IDFHG�E\�HQWUHSUHQHXUV��WKRXJK�WKHUH�LV�LQFUHDVLQJ�DZDUHQHVV�RI�WKH�LPSRUWDQFH�RI�QHHGV�DVVHVVPHQW�DV�D�SUHUHTXLVLWH�WR�WKH�GHOLYHU\�RI�FRXUVHV��(QWUHSUHQHXUV�LQWHUYLHZHG�LQ�WKH�IRXU�VHOHFWHG�FRXQWULHV�KDYH�GLVSOD\HG�FRPPRQ�YLHZV�UHJDUGLQJ�WKH�WUDLQLQJ�RIIHUHG�E\�GHYHORSPHQW�DJHQFLHV��)HZ�KDYH�SDUWLFLSDWHG�LQ�DQ\�WUDLQLQJ�FRXUVHV��DQG�HYHQ�IHZHU�KDYH�WDNHQ�PDQDJHPHQW�FRXUVHV��(QWUHSUHQHXUV�DUH�LQWHUHVWHG�PRUH�LQ�WHFKQLFDO�WUDLQLQJ�UHODWHG�WR�SURGXFWLRQ��7KH\ DUH�QRW�DZDUH�RI�WKH�LPSRUWDQFH�RI�PDQDJHPHQW�LQ�WKH�VXFFHVV�RI�DQ�HQWUHSUHQHXULDO�YHQWXUH��$�VXUYH\�FDUULHG�RXW�LQ������RQ����VPDOO�VFDOH�LQGXVWULDO�ILUPV�LQ�WKH���WK�RI�5DPDGDQ�&LW\��LQ�(J\SW��UHYHDOHG�WKDW�PRVW�RI�WKH�HQWUHSUHQHXUV�LQGLFDWHG�WKDW�WKH\�GLG QRW�EHQHILW�IURP�WKH�WUDLQLQJ�WKDW�ZDV�RIIHUHG�E\�JRYHUQPHQW�LQVWLWXWLRQV�RU�RWKHU�QRQ�JRYHUQPHQWDO�RU�SULYDWH�VHFWRU�LQVWLWXWLRQV�� (YHQ�WKRXJK�PRVW�RI�WKH
� $OLD�(O�0DKGL�DQG�+DOD�(O�6DLG��6PDOO�,QGXVWULHV�&RPSOH[�LQ�WKH���WK�RI�5DPDGDQ�&LW\��1HHGV�DQG�3RWHQWLDOV�� $�7DUJHW� *URXS� $QDO\VLV�� VWXG\� FRQGXFWHG� XQGHU� WKH� DXVSLFHV� RI� WKH� )HGHUDWLRQ� RI� (J\SWLDQ� ,QGXVWULHV� DQG� WKH�&KDPEHU� RI� (QJLQHHULQJ� ,QGXVWULHV� LQ� FRRSHUDWLRQ� ZLWK� WKH� )ULHGULFK� (EHUW� 6WLIWXQJ� DQG� WKH� $VVRFLDWLRQ� RI�3URPRWLQJ�6PDOO�DQG 0HGLXP�6L]HG�,QGXVWULHV�LQ�WKH�1HZ�&LWLHV�������
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WUDLQLQJ�FRXUVHV�DUH�SURYLGHG�IUHH�RI�FKDUJH�RU�DW�QRPLQDO�IHHV��WKH\�KDYH�QRW�DWWUDFWHG�SDUWLFLSDQWV�7UDLQLQJ�LV�RIWHQ�GHOLYHUHG�DW�WLPHV�FRQYHQLHQW�WR�WKH�RUJDQL]HUV�RI�WKH�FRXUVH�UDWKHU�WKDQ�WR�WKH�HQWUHSUHQHXUV ZKR�QHHG�PRUH�IOH[LELOLW\� +RZHYHU��D�PRUH�LQQRYDWLYH�DSSURDFK�KDV�EHHQ�LQWURGXFHG�E\�WKH�,/2�81'3�SURMHFW�DW�WKH�9RFDWLRQDO�7UDLQLQJ�&RUSRUDWLRQ�LQ�-RUGDQ��FDUU\LQJ�RXW�WKH�FRXUVHV�DW�HQWHUSULVHV¶ ORFDWLRQV��DQG�DW�WLPHV�FRQYHQLHQW�WR�WKH�EXVLQHVV�RZQHUV�(YHQ�WKRXJK�WKH\�SURPRWH�WKHVH�SURJUDPPHV�DV�EHLQJ�DGGUHVVHG�WR�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV��PRVW VXSSOLHUV�RI�WUDLQLQJ�FRXUVHV�KDYH�GLIILFXOW\�UHDFKLQJ�WKH�VPDOO�HQWUHSUHQHXUV��7KHLU�SURJUDPPHV�DUH�PRUH�RULHQWHG�WR�PHGLXP�DQG�ODUJH�ILUPV��7KLV�LV�WKH�FDVH�RI�WKH�(XURSHDQ�%XVLQHVV�&HQWUHV�LQ�(J\SW��-RUGDQ�DQG�WKH�6\ULDQ�$UDE�5HSXEOLF��ZKLFK�DUH�DWWUDFWLQJ�ILUPV�ZLWK�PRUH�WKDQ����HPSOR\HHV��7KH�EHQHILFLDULHV�RI�WKH�9RFDWLRQDO�7UDLQLQJ�&RUSRUDWLRQ�LQ�-RUGDQ�DUH�DOVR�HQWHUSULVHV�ZLWK�PRUH�WKDQ����HPSOR\HHV��(QWUHSUHQHXUV RI�VPDOO�FRPSDQLHV��LQ�PRVW�FDVHV��DUH�QRW�DZDUH�RI�WKH�H[LVWHQFH�RI�WUDLQLQJ�FRXUVHV�DQG�SURJUDPPHV��RU�RI�WKH�LQVWLWXWLRQV�SURYLGLQJ�WKH�VXSSRUW�VHUYLFHV�(QWUHSUHQHXUV FRQVLGHU�OHDUQLQJ�E\�GRLQJ�DV�WKH�PRVW�LPSRUWDQW�WUDLQLQJ��DQG�PRUH�XVHIXO�WKDQ�IRUPDO�HGXFDWLRQ�DQG�OHDUQLQJ�LQ�FODVVURRPV��7R�WKHP��LPSRUWDQFH�RI�WUDLQLQJ�LV�OLQNHG�WR�KRZ�WUDLQLQJ�UHVSRQGV�WR�WKHLU�UHDO�QHHGV��7KH\�UHJDUG�WKHLU�RZQ�SHUVRQDO�ZRUN�H[SHULHQFH�LQ�SUHYLRXV�MREV�DQG�LQ�WKHLU�FXUUHQW�RFFXSDWLRQ�DV WKH SULPH�VRXUFH�RI�WKHLU�VNLOOV�/HDUQLQJ�DQG�NQRZOHGJH�DFTXLUHG�IURP�WKH�HQYLURQPHQW�KDYH�EHHQ�PRUH�HIIHFWLYH�WKDQ�IRUPDO�HGXFDWLRQ DQG�WUDLQLQJ� ,Q�IDFW��WKH�OHDUQLQJ�SURFHVV�RI�DQ�HQWUHSUHQHXU�LV�EDVHG�RQ�GDLO\�ZRUN�DQG�H[SHULHQFH��WKH�UHDOLW\�DQG�WKH�HQYLURQPHQW��OHVVRQV�IURP�VXFFHVV�DQG�IDLOXUH��FRQWDFWV�ZLWK�UHODWLYHV��IULHQGV�DQG�SHHUV��WKH�PDUNHW�DQG�IHHGEDFN�IURP�FXVWRPHUV��UHODWLRQV�ZLWK�FRPSHWLWRUV�DQG�VXSSOLHUV��OHVVRQV�IURP�SUREOHPV�VROYLQJ��DQG�GLIILFXOWLHV�IDFHG��SDUWLFXODUO\�GXULQJ�WLPHV�RI�VWUHVV�
$GYLVRU\�DQG�&RXQVHOLQJ�6HUYLFHV$GYLVRU\�VHUYLFHV��NQRZQ�DOVR�DV�H[WHQVLRQ�RU�FRXQVHOLQJ�VHUYLFHV��FRPSULVH�WHFKQLFDO�DVVLVWDQFH�DQG�PDQDJHPHQW�DGYLVRU\�VHUYLFHV��,Q�PRVW�FRXQWULHV�RI�WKH�UHJLRQ� ZLWK�WKH�H[FHSWLRQ�RI�SULYDWH�FRQVXOWDQF\�RIILFHV� WKHUH�DUH�YHU\�IHZ�VSHFLDOL]HG�DJHQFLHV�GHYRWHG�WR�WKH�SURYLVLRQ�RI�DGYLVRU\�VHUYLFHV�:LWK�WKH�VXSSRUW�RI�WKH�,QWHUQDWLRQDO�/DERU�2UJDQL]DWLRQ��,/2�� WKH�9RFDWLRQDO�7UDLQLQJ�&RUSRUDWLRQ��97&��LQ�-RUGDQ�SURYLGHG� H[WHQVLRQ�VHUYLFHV�GXULQJ�WKH�SHULRG�����������WR�VPDOO�DQG�PHGLXP�VL]HG�LQGXVWULHV�HPSOR\LQJ�EHWZHHQ���DQG�����HPSOR\HHV��0RVW�SUREOHPV�
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VROYHG�E\�97&�H[SHUWV�ZHUH�LQ�WKH�PDQDJHPHQW�RI�SURGXFWLRQ��$IWHU�WKH�FRPSOHWLRQ�RI�WKH�,/2 DVVLVWDQFH��97&�ZDV�QRW�DEOH�WR�FRQWLQXH�LWV�DVVLVWDQFH��GHVSLWH�WKH�HVWDEOLVKPHQW�RI�D�VSHFLDOL]HG�,QVWLWXWH�IRU�6PDOO�DQG�0HGLXP�6FDOH�,QGXVWULHV��HQWUHSUHQHXUV�ZHUH�UHOXFWDQW�WR�SD\�QRPLQDO�IHHV����-RUGDQLDQ�GLQDUV�IRU�RQH�KRXU�RI�DGYLFH�RU�WHFKQLFDO�DVVLVWDQFH�� 7KH�IDLOXUH�RI�97&�WR�DWWUDFW�FOLHQWV�DIWHU�WKH�FRPSOHWLRQ�RI�WKH�SURMHFW�FDQ�DOVR�EH�DWWULEXWHG�WR�WKH�YHU\�EXUHDXFUDWLF�QDWXUH�RI�97&�7KH�2XWUHDFK�&RQVXOWDWLRQ�3URMHFW��2&3��DW�WKH�8QLYHUVLW\�RI�-RUGDQ�KDV�EHHQ�TXLWH�VXFFHVVIXO�LQ�OLQNLQJ�WKH�,QGXVWULDO�(QJLQHHULQJ�)DFXOW\�ZLWK�60(V�WKURXJK�VHPLQDUV��DV�ZHOO�DV�WKURXJK�FRQVXOWDWLRQ�VHUYLFHV��+RZHYHU��WKH�DSSURDFK�XVHG�E\�IDFXOW\�PHPEHUV�ZLWK�EXVLQHVV�RZQHUV�LV�PRUH�RI�D�WHDFKHU�WR�VWXGHQW�UHODWLRQ��UDWKHU�WKDQ�DQ�HIIRUW�WR�EXLOG WKH�FDSDFLW\�RI�WKH�HQWHUSULVH�,Q�%DKUDLQ��/HEDQRQ�DQG�WKH�6\ULDQ�$UDE�5HSXEOLF��WKH�0LQLVWULHV�RI�,QGXVWU\�GR�QRW�KDYH�VSHFLILF�XQLWV�WR�SURYLGH�V\VWHPDWLF�EXVLQHVV�DGYLFH�WR�WKRVH�ZLVKLQJ�WR�VWDUW�RU�H[SDQG�EXVLQHVVHV��7KH�EXVLQHVV�VXSSRUW�VHUYLFHV�SURYLGHG�E\�WKH�(XURSHDQ�&RPPXQLW\�WR�60(V�LQ�(J\SW��-RUGDQ�DQG�WKH�6\ULDQ�$UDE�5HSXEOLF�DUH�SURYLGHG�XSRQ�UHTXHVW��EXW�WKHVH�VHUYLFHV�EHQHILW�WKH�ODUJH�HQWHUSULVHV�PRUH�WKDQ�WKH�60(V�(QWUHSUHQHXUV�LQWHUYLHZHG�LQ�WKH�IRXU�FRXQWULHV�FRQVLGHU�WKH�DGYLVRU\�VHUYLFHV�DV�TXDVL�LQH[LVWHQW��DV�WKH\�UDUHO\�ILQG�DJHQFLHV�SURYLGLQJ�WKHP�ZLWK�VXSSRUW��$V�DQ�H[DPSOH��WKH�HQWUHSUHQHXUV�LQ�WKH���WK�RI�5DPDGDQ�&LW\�LQ�(J\SW�LQGLFDWHG�WKDW��DOWKRXJK�WKH\�DUH�PHPEHUV�RI�EXVLQHVV�DVVRFLDWLRQV��WKH\�QHYHU�UHFHLYH�DVVLVWDQFH�RU�VXSSRUW�IURP�WKHVH�DVVRFLDWLRQV�� ,Q�FRXQWULHV�ZKHUH EXVLQHVV�DGYLVRU\�VHUYLFHV�DUH�DYDLODEOH� HQWUHSUHQHXUV�DUH�QRW�DZDUH�RI�WKHLUH[LVWHQFH��EHFDXVH�VXSSRUW�LQVWLWXWLRQV�GR�QRW�VXIILFLHQWO\�DGYHUWLVH�WKHLU�VHUYLFHV�DQG�WKH�VHUYLFHV�RIIHUHG�WHQG�WR�DGGUHVV�WKH�QHHGV�RI�ODUJH�HQWHUSULVHV��(QWUHSUHQHXUV�UHO\�PRUH�RQ�DGYLVH�IURP�WKHLU�VXSSOLHUV��DQG�IURP�RWKHU�SURYLGHUV�RI�VHUYLFHV�LQ�WKH�SULYDWH�VHFWRU�
%XVLQHVV�,QIRUPDWLRQ�6HUYLFHV9DULRXV�VRXUFHV�RI�EXVLQHVV�LQIRUPDWLRQ�DUH�DYDLODEOH�DW�WKH�FRXQWU\�OHYHO�LQ�WKH�UHJLRQ���KRZHYHU��WKH\�DUH�VFDWWHUHG��LQFRPSOHWH��DW�WLPHV�LQFRQVLVWHQW�DQG�GLIILFXOW�WR�DFFHVV���7KH\�GR�QRW�SURYLGH�DOO�WKH�UHOHYDQW�LQIRUPDWLRQ�LQ�RQH�LQWHJUDWHG�SDFNDJH��7KH�SXEOLF�VHFWRU�LV�WKH�PDLQ�SURYLGHU�RI�EXVLQHVV�LQIRUPDWLRQ��ZKLOH�WKH�SULYDWH�VHFWRU�KDV�QRW�\HW�GHYHORSHG�GDWDEDVHV�RQ�
� 6XUYH\�LQ�WKH���WK�RI�5DPDGDQ�&LW\��RS�FLW�� 6HH�(6&:$��5HYLHZ�DQG�$VVHVVPHQW�RI�6RXUFHV�RI�,QIRUPDWLRQ�LQ�WKH�,QGXVWULDO�6HFWRU�LQ�WKH�(6&:$�5HJLRQ �LQ�$UDELF��� (�(6&:$�,'��������� ������ DQG� (6&:$�� 7UDGH� (IILFLHQF\� LQ� (6&:$� 0HPEHU� &RXQWULHV�� $�&RPSUHKHQVLYH�6WXG\ � �%XVLQHVV�LQIRUPDWLRQ���LQ�6HPLQDU�RQ�7UDGH�HIILFLHQF\�LQ�WKH�(6&:$�PHPEHU�6WDWHV�����1RYHPEHU�� ��'HFHPEHU�������%HLUXW���(�(6&:$�('������:*������������
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EXVLQHVV�LQIRUPDWLRQ��7KLV�LV�GXH�WR�WKH�IDFW�WKDW�EXVLQHVVHV��SDUWLFXODUO\�VPDOO�DQG�PHGLXP�HQWHUSULVHV��DUH�QRW�\HW�UHDG\�WR�SD\�DSSURSULDWH�IHHV�IRU�LQIRUPDWLRQ�0DUNHW�UHODWHG�LQIRUPDWLRQ�LV�DOVR�QRW�HDVLO\�DYDLODEOH��7KH�VXUYH\�VKRZHG�WKDW�60(�PDQDJHUV�H[SHULHQFH�PDQ\�GLIILFXOWLHV�UHODWHG�WR�WKH�DEVHQFH�RI�EXVLQHVV�LQIRUPDWLRQ��0RVW�RI�WKHP�DUH�QRW�DZDUH�RI�WKH�DYDLODELOLW\�RI�QHHGHG�LQIRUPDWLRQ��RU�KRZ�WR�DFFHVV�LW��$OVR��H[LVWLQJ�LQIRUPDWLRQ�SURYLGHUV�GR�QRW�DGYHUWLVH�WKHLU�VHUYLFHV�HIIHFWLYHO\��(QWUHSUHQHXUV�QHHG�LQIRUPDWLRQ�DERXW�WKHLU�FRPSHWLWRUV
�SURGXFWV�DQG�SULFHV��GRPHVWLF�DQG�IRUHLJQ�VXSSOLHUV��HWF��7KLV�VXUYH\�VKRZHG�WKDW�EURFKXUHV�DQG�FDWDORJXHV�SURGXFHG�E\�IRUHLJQ�VXSSOLHUV�VHHP�WR�EH�DQ�LPSRUWDQW�VRXUFH�IRU�ORFDO�HQWUHSUHQHXUV�WR�NHHS�XSGDWHG�RI�QHZ�WUHQGV�DQG�WHFKQRORJLHV�6PDOO�HQWUHSUHQHXUV�XVXDOO\�UHO\�RQ�IULHQGV�DQG�UHODWLYHV��DV�ZHOO�DV�RQ�VXSSOLHUV�DQG�EXVLQHVV�MRXUQDOV��PDJD]LQHV�DQG�FDWDORJXHV�WR�REWDLQ�WKH�QHHGHG�LQIRUPDWLRQ��RU�WKURXJK�YLVLWLQJ�H[KLELWLRQV�DQG�IDLUV��1HWZRUNV�LQFOXGLQJ�UHODWLYHV�RXWVLGH�WKH�FRXQWU\�HQDEOH�PDQ\�HQWUHSUHQHXUV�WR�REWDLQ�VRPH�RI�WKH�ODWHVW�LQIRUPDWLRQ�UHJDUGLQJ�QHZ�WHFKQRORJLHV��QHZ�SURGXFWV�DQG�QHZ�PDUNHW�WUHQGV��,Q�FRQWUDVW�WR�VPDOO�HQWUHSUHQHXUV�LQ�PRVW�FRXQWULHV�RI�WKH�UHJLRQ��/HEDQHVH�HQWUHSUHQHXUV�LQGLFDWHG�WKDW�WKH\�DUH�QRW�IDFLQJ�VHULRXV�SUREOHPV�LQ�REWDLQLQJ�QHHGHG�LQIRUPDWLRQ�WR�VWDUW�RU�UXQ�D�EXVLQHVV��0RVW�RI�WKH�VXUYH\HG�HQWUHSUHQHXUV�LQ�RWKHU�FRXQWULHV�H[SUHVVHG�WKH�QHHG�WR�REWDLQ�DFFXUDWH�DQG�FOHDU�EXVLQHVV�LQIRUPDWLRQ�(IIRUWV�KDYH�EHHQ�PDGH�E\�VXSSRUW�LQVWLWXWLRQV�LQ�WKH�UHJLRQ�WR�SURYLGH�EXVLQHVV�LQIRUPDWLRQ��7KH�EXVLQHVV�VXSSRUW�VHUYLFHV�RI�WKH�(XURSHDQ�8QLRQ�LQ�(J\SW��-RUGDQ�DQG�WKH�6\ULDQ�$UDE�5HSXEOLF�LQFOXGH�LQIRUPDWLRQ�DQG�GDWD�RQ�FRPSDQLHV�DQG�PDUNHW�SRWHQWLDOV�LQ�(XURSH��,QIRUPDWLRQ�VHUYLFHV��KRZHYHU��DUH�PRUH�DYDLODEOH�WR�ODUJH�ILUPV�WKDQ�WKH�60(V��7KH�7UDGH�,QIRUPDWLRQ�&HQWUH�LQ�/HEDQRQ�DQG�7UDGH�3RLQWV�LQ�(J\SW�KDYH�XVHIXO�GDWDEDVHV�WKDW�FDQ�EH�XVHG�E\�HQWUHSUHQHXUV��DQG�DFFHVV�LV�SRVVLEOH�WKURXJK�WKH�LQWHUQHW��RU�GLUHFWO\�E\�SKRQH��ID[�RU�YLVLWV� +RZHYHU��YHU\�IHZ�HQWHUSULVHV�DUH�DZDUH�RI�WKH�H[LVWHQFH�DQG�EHQHILWV�RI�WKHVH�VRXUFHV�7KH�&KDPEHU�RI�,QGXVWU\�LQ�-RUGDQ�KDV�DOUHDG\�FUHDWHG�D�GDWDEDVH�RQ�UHJLVWHUHG�FRPSDQLHV��RWKHUV�VXFK�DV�WKH�$VVRFLDWLRQ�RI�/HEDQHVH�,QGXVWULDOLVWV�DQG�WKH�'DPDVFXV�&KDPEHU�RI�,QGXVWU\�DUH�PDNLQJ�VHULRXV�HIIRUWV�WR�GR�WKH�VDPH�WKLQJ��7KH�PRVW�GHYHORSHG�GDWDEDVHV�RQ�LQGXVWULDO�ILUPV�FDQ�EH�IRXQG�LQ�(J\SW�DW�WKH�&UHGLW�*XDUDQWHH�&RUSRUDWLRQ�IRU�6PDOO�6FDOH�(QWHUSULVHV�DQG�DW�WKH�*HQHUDO�2UJDQL]DWLRQ�IRU�,QGXVWULDOL]DWLRQ��*2),���'DWDEDVHV�RQ�H[SRUWHUV�DUH�DYDLODEOH�DW�WKH�-RUGDQ�([SRUW�'HYHORSPHQW�DQG�&RPPHUFLDO�&HQWUHV�&RUSRUDWLRQ�DV�ZHOO�DV�DW�WKH�(J\SWLDQ�([SRUW�'HYHORSPHQW�&HQWUHV��KRZHYHU��VPDOO�LQGXVWULHV�GR�QRW�EHQHILW�IURP�VXFK�VHUYLFHV��DV�PRVW�RI�WKHP�DUH�QRW�H[SRUWHUV��0RVW
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H[SRUWHUV FRQVLVW�RI�HQWHUSULVHV�WKDW HPSOR\�PRUH�WKDQ�������HPSOR\HHV�2QH�PDLQ�RSSRUWXQLW\�WR�LPSURYH�FRPPXQLFDWLRQ�DQG�LQIRUPDWLRQ�IORZV�LV�WKH�XVH�RI�WKH�LQWHUQHW��7KH�LQWHUQHW�RIIHUV�WKH�RSSRUWXQLW\�WR�PDNH�LQIRUPDWLRQ�UHOHYDQW�WR�60(V�HDVLO\�DFFHVVLEOH��,W�DOVR�RIIHUV�QHZ�PDUNHWLQJ�DQG�QHWZRUNLQJ�RSSRUWXQLWLHV�IRU�60(V��0DQ\�60(�PDQDJHUV�H[SUHVVHG�WKHLU�GHVLUH�WR�NQRZ�PRUH�DERXW�WKH�UHOHYDQFH�RI�LQWHUQHW�DSSOLFDWLRQV�LQ�EXVLQHVV�
0DUNHWLQJ�$VVLVWDQFH,Q�JHQHUDO��60(V�DUH�PRVW�FRQFHUQHG�ZLWK�HIIHFWLYH�PDUNHWLQJ��D�SUREOHP�RXWZHLJKLQJ�HYHQ�ILQDQFLQJ��(QWUHSUHQHXUV��SDUWLFXODUO\�LQ�-RUGDQ��/HEDQRQ�DQG�%DKUDLQ��FRQVLGHU�WKH�OLPLWHG�VL]H�RI�WKH�ORFDO�PDUNHW��WKH�FRPSHWLWLRQ�IURP�ORFDO�DQG�LPSRUWHG�SURGXFWV��DQG�JRYHUQPHQW�SROLF\�ZLWK�UHJDUG�WR�SURWHFWLRQ�RI�ORFDO�LQGXVWULHV�DV�WKH�PRVW�LPSRUWDQW�PDUNHWLQJ�FRQVWUDLQWV��7KH�UHDO�SUREOHPV��KRZHYHU��FDQ�EH�DWWULEXWHG�WR�WKH�LQDELOLW\�RI�HQWHUSULVHV�WR�H[SDQG�WKH�PDUNHW�EDVH�EH\RQG�WKH�ORFDO�FRPPXQLW\�DQG�FORVH�QHLJKERUKRRG��DV�ZHOO�DV�WR�WKH�SURGXFW LWVHOI��ZKLFK�GRHV�QRW�PHHW�VWDQGDUGV�DQG�TXDOLW\��RU�VDWLVI\�WKH�WDVWHV�DQG�QHHGV�RI�FXVWRPHUV�2Q�WKH�RWKHU�KDQG��HQWUHSUHQHXUV�ILQG�GLIILFXOWLHV�LQ�IRUPXODWLQJ�DQ�DGHTXDWH�PDUNHWLQJ�VWUDWHJ\��7KH\�KDYH�LQVXIILFLHQW�H[SHULHQFH��)RU�PRVW�RI�WKHP��WUDGH�IDLUV�DUH�DQ�LPSRUWDQW�IRUXP�IRU�H[FKDQJH�RI�LQIRUPDWLRQ�DQG�PDUNHWLQJ�RI�SURGXFWV��EXW�VHWWLQJ�XS�D�VWDQG�LV�RIWHQ�WRR�H[SHQVLYH�0DUNHWLQJ�DVVLVWDQFH�WR�VPDOO�ILUPV�LV�UHODWLYHO\�VFDUFH�LQ�WKH�VHOHFWHG�FRXQWULHV��DV�H[LVWLQJ�PDUNHWLQJ�VHUYLFHV�DUH�DYDLODEOH�PRUH�IRU�ODUJH�ILUPV��6XSSRUW�SURJUDPPHV�IRU�60(V�DUH�OLPLWHG�WR�DVVLVWLQJ�WKHP�LQ�GLVSOD\LQJ�WKHLU�SURGXFWV�LQ�IDLUV�DQG�H[KLELWLRQV��DQG�LQ�RIIHULQJ�HQWUHSUHQHXUV�WUDLQLQJ�FRXUVHV�ZLWKLQ�WKH�IUDPHZRUN�RI�PDQDJHPHQW�FRXUVHV��GHDOLQJ�ZLWK�VXFK�PDUNHWLQJ LVVXHV�DV�PHWKRGV�RI�FRVWLQJ�DQG�SULFLQJ��DQG�WHFKQLTXHV�RI�SURPRWLRQ�DQG�VDOHV�0DUNHW�DVVLVWDQFH�LQFOXGHV�VXSSRUW�RI�HQWUHSUHQHXUV�LQ�WKH�ORFDO�PDUNHW�DQG WKH H[SRUW�PDUNHW��7KH�VXSSRUW�IRU�H[SRUW�LV�EHLQJ�RUJDQL]HG�E\�VSHFLDOL]HG�JRYHUQPHQW�DJHQFLHV��VXFK�DV�WKH�(J\SWLDQ�([SRUW�3URPRWLRQ�&HQWUH��((3&���DQG�WKH�-RUGDQ�([SRUW�'HYHORSPHQW�DQG�&RPPHUFLDO�&HQWUHV�&RUSRUDWLRQ��-('&2���7KHVH�DJHQFLHV�SURYLGH�VXSSRUW�WR�H[SRUWHUV�LQ�WKH�ILHOGV�RI�PDUNHW�LQIRUPDWLRQ�DQG�UHVHDUFK��WUDGH�VWDWLVWLFV��SURGXFW�SURPRWLRQ��SURGXFW�GHVLJQ�DQG�GHYHORSPHQW��LQIRUPDWLRQ�RQ�SURFHGXUHV�DQG�UHJXODWLRQV�IRU�H[SRUW�LQ�IRUHLJQ�FRXQWULHV��DQG�LQIRUPDWLRQ�RQ�LQWHUQDWLRQDO�H[KLELWLRQV�DQG�IDLUV��HWF��$OWKRXJK�WKHVH�DJHQFLHV�VWDWH�WKDW�WKH\�DUH�JLYLQJ�SDUWLFXODU�DWWHQWLRQ�WR�60(V��WKH�PDLQ�EHQHILFLDULHV�DUH��DV�LQGLFDWHG�DERYH� PRVWO\�WKH�ODUJH�ILUPV��DQG�WR�VRPH�H[WHQW�WKH�PHGLXP�RQHV��7KLV�PD\�EH�H[SODLQHG�E\�
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WKH�IDFW�WKDW�PRVW�VPDOO�ILUPV�KDYH�QR�H[SRUWDEOH�SURGXFWV��DQG�QR�VHULRXV�HIIRUWV�DUH�EHLQJ�PDGH�WR�DVVLVW�VPDOO�SURGXFHUV��ZLWK�JURZWK�DQG�H[SRUW�SRWHQWLDOV��LQ�DGDSWLQJ�WKHLU�SURGXFWLRQ�WR�FXVWRPHU�QHHGV�7KH�VXSSRUW�SURYLGHG�E\�FKDPEHUV�RI�FRPPHUFH�DQG�LQGXVWU\�LV�FRQILQHG�WR�LQIRUPLQJ�PHPEHUV�RQ�IDLUV�WKDW�DUH�RUJDQL]HG�LQ�WKH�FRXQWU\�RU�RXWVLGH��DQG�WR�RUJDQL]LQJ�DZDUHQHVVVHPLQDUV�RQ�PDUNHWLQJ�DQG�LQWHUQDWLRQDO�UHJXODWLRQV�DQG�SURFHGXUHV�ZLWK�UHJDUG�WR�H[SRUW�LQ�WKH�(XURSHDQ�DQG�1RUWK�$PHULFD�PDUNHWV��DV�ZHOO�DV�ZLWK�UHVSHFW�WKH�LPSDFW�RI�:72�DJUHHPHQWV�DQG�LQWHUQDWLRQDO�VWDQGDUGV��,62�������$PRQJ�WKH�FRXQWULHV�FRQVLGHUHG LQ�WKH�VWXG\��(J\SW�KDV�WKH�PRVW�GHYHORSHG�PDUNHWLQJ�VXSSRUW�LQIUDVWUXFWXUH�WR�VPDOO�HQWUHSUHQHXUV��7KH�6PDOO�DQG�0LFUR�(QWHUSULVH�3URMHFW�RI�WKH�$OH[DQGULD�%XVLQHVV�$VVRFLDWLRQ�RUJDQL]HV�H[KLELWLRQV�RQ�D�UHJXODU�EDVLV�IRU�SURGXFWV�RI�ERUURZLQJ�ILUPV��WKHVH�ILUPV�FDQ�DOVR�GLVSOD\�WKHLU�SURGXFWV�LQ�WKH�VKRZURRP�HVWDEOLVKHG�RQ�WKH�SUHPLVHV�RI�$%$��7KH�6RFLDO�)XQG�IRU�'HYHORSPHQW�DQG�WKH�,QGXVWULDO�%DQN�DOVR�SURYLGH�PDUNHW�VXSSRUW�WR�WKHLU�FOLHQWV�WKURXJK�WKH�RUJDQL]DWLRQ�RI�IDLUV�DQG�H[KLELWLRQV��DQG�SDUWLFLSDWLRQ�LQ�WKH�&DLUR�,QWHUQDWLRQDO�)DLU�$�VXUYH\�FDUULHG�RXW�LQ������LQ�(J\SW�RQ����1*2V��SULYDWH�DQG�JRYHUQPHQW�DJHQFLHV�VXSSRUWLQJ PLFUR�DQG�VPDOO�HQWHUSULVHV��LQGLFDWHG�WKDW�RQO\��� SHUFHQW RI�DVVLVWDQFH�SURJUDPV�DUH�VSHFLDOL]HG�LQ�PDUNHWLQJ�VXSSRUW�DQG SURGXFW�GHYHORSPHQW��DQG�WKDW�RQO\��� SHUFHQW RI�WKHVH�SURJUDPPHV�DUH�VSHFLILF�WR�D�EUDQFK�RU�D�VXE�VHFWRU��7KLUW\�WKUHH�SHUFHQW RI�WKH�SURJUDPPHV�FKDUJH�VXEVLGL]HG�IHHV��DQG�RQO\�RQH�RUJDQL]DWLRQ�FRYHUV�LWV�FRVWV FRPSOHWHO\��,QWHUQDWLRQDO�H[SHULHQFH�LQ�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV�FRQILUPV�WKH�LPSRUWDQFH�RI�VHFWRUDO�PDQXIDFWXUHUV�DVVRFLDWLRQV�VSHFLDOL]HG�LQ�H[SRUW�SURPRWLRQ��&KLOH¶V VPDOO�ZRRGZRUNLQJ�LQGXVWU\�VHFWRU� ZKLFK�ZDV�VHUYLQJ�RQO\�WKH�GRPHVWLF�PDUNHW��ZDV�DEOH�WR�HQWHU�WKH�H[SRUW�PDUNHWV��WKDQNV�WR�WKH�VXSSRUW�SURYLGHG�E\�WKH�DVVRFLDWLRQ�RI�60(V�DQG�WKH�H[SRUW�PDQXIDFWXUHUV�DVVRFLDWLRQ��7KH�DVVRFLDWLRQ�RI�60(V�DVVLVWHG�WKH�ZRRG�SURGXFWV�VHFWRU�LQ�DWWHQGLQJ�LQWHUQDWLRQDO�IDLUV��DQG�LQ�HVWDEOLVKLQJ�OLQNV�ZLWK�ORFDO�DQG�LQWHUQDWLRQDO�WHFKQLFDOLQVWLWXWHV��7KH�JURZWK�RI�WKH�VL]H�RI�WKH�H[SRUW�PDUNHW�IRU�D�VSHFLILF�SURGXFW�HQFRXUDJHV VPDOO�ILUPV�WR�FRRSHUDWH�WRJHWKHU�WR�PHHW�WKH�QHHGV�RI�WKH�PDUNHW��DQG�DOVR�SURPRWHV VSHFLDOL]DWLRQ�

� (J\SWLDQ� 6PDOO� DQG�0LFUR�(QWHUSULVH�$VVRFLDWLRQ��0DUNHWLQJ� DQG�0LFUR�(QWHUSULVH� LQ�(J\SW�� )ULHGULFK�(EHUW6WLIWXQJ��&DLUR��6HSWHPEHU������
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9,��7KH�&RPSHWLWLYHQHVV�RI�60(V�LQ�WKH�&RQWH[W RI *OREDOL]DWLRQ
*OREDOL]DWLRQ��$�7KUHDW�RU�D�%XVLQHVV�2SSRUWXQLW\"7KH�GHYHORSPHQW�RI�60(V�ZLOO�EH�VHULRXVO\�DIIHFWHG�E\�WKH�JOREDOL]DWLRQ�RI�HFRQRPLF�DFWLYLWLHV��)RU�VRPH�60(V��JOREDOL]DWLRQ�ZLOO�RSHQ�QHZ�RSSRUWXQLWLHV�IRU�JURZWK�DQG�H[SDQVLRQ�LQ�WKH�LQWHUQDWLRQDO�PDUNHW� +RZHYHU��IRU�PRVW�VPDOO�ILUPV��WKH�HQWU\�RI�LPSRUWHG�FRPSHWLWLYH�SURGXFWV�LQ�WKH�ORFDO�PDUNHW�ZLOO�FRQVWLWXWH�PDMRU�WKUHDWV��XQOHVV�60(V�LQWURGXFH�PDMRU�FKDQJHV�LQ�WKHLU�PDQDJHPHQW�SUDFWLFHV�DQG�LQ�WKH�TXDOLW\�RI�WKHLU�SURGXFWV��3URWHFWLQJ�60(V�IURP�IRUHLJQ�FRPSHWLWLRQ�WKURXJK�WUDGH�EDUULHUV�ZDV�DQ�HDV\�WDVN� HQKDQFLQJ�WKHLU�FRPSHWLWLYHQHVV�LQ�WKH�ZRUOG�PDUNHW�LV�D�PRUH�GLIILFXOW�RQH���7UDGH�OLEHUDOL]DWLRQ�XQGHU�WKH�:72�DJUHHPHQW�ZLOO�SURYLGH�RSSRUWXQLWLHV�IRU�VPDOO�ILUPV�WR�HQWHU�QHZ�H[SRUW�PDUNHWV�DQG�WR�LPSURYH�WKHLU�DFFHVV�WR�SURGXFWLRQ�WHFKQRORJLHV�DQG�WR�RWKHU�LQSXW�PDWHULDOV��,Q�IDFW��LQIRUPDWLRQ�WHFKQRORJ\�DQG�FRPPXQLFDWLRQV�ZLOO�DOORZ�60(V�WR�RSHUDWH�DW�WKH�JOREDO�OHYHO��7UDGH�OLEHUDOL]DWLRQ�ZLOO�DOVR�FRQVWLWXWH�UHDO�WKUHDWV�IRU�HQWHUSULVHV�ZKLFK�DUH�QRW�DEOH�WR�FRPSHWH�DJDLQVW�LPSRUWV��SDUWLFXODUO\�WKRVH�ZLWK�ORZHU�SULFHV��$V�60(V�DUH�DQ�LPSRUWDQW�VRXUFH�RI�HPSOR\PHQW�JHQHUDWLRQ��WKH�QDWLRQDO�HFRQRP\�ZRXOG�EH�VHYHUHO\�DIIHFWHG�LI�VWHSV�DUH�QRW�WDNHQ�WR�DVVLVW�60(V�WR�HQKDQFH�WKHLU�FRPSHWLWLYHQHVV�
7KH�%HQHILWV�RI�&OXVWHULQJ�DQG�2WKHU�3UH�JOREDOL]DWLRQ�7DFWLFV,QWHUQDWLRQDO�H[SHULHQFH�LQ�ERWK�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV�KDV�SURYHG�WKDW�WKH�JHRJUDSKLF�RU�VHFWRUDO�FOXVWHULQJ�RI�ILUPV�FRQWULEXWHV WR HQKDQFLQJ�WKHLU�FRPSHWLWLYHQHVV��DQG�SURYLGHV WKH�DSSURSULDWH�YHKLFOH�IRU�LQWHUYHQWLRQ�RI�WKH�VXSSRUW�LQVWLWXWLRQV��%HQHILWV�RI�VXFK�FRQFHQWUDWLRQ�IRU�LQGLYLGXDO�ILUPV�FDQ�EH�GHULYHG�IURP�H[WHUQDO�HFRQRPLHV��&RQFHQWUDWLRQ�RI�ILUPV�RQ�D�VHFWRUDO�EDVLV��LQ�IDFW��ZLOO�HQFRXUDJH�VXSSOLHUV��PDUNHWLQJ�DJHQWV�DQG�RWKHU�SURYLGHUV�RI�VHUYLFHV�WR�HVWDEOLVK�WKHPVHOYHV�LQ�WKH�FOXVWHU��LW�ZLOO�HQKDQFH�LQWHUDFWLRQ�EHWZHHQ�VPDOO�ILUPV��DQG�OHDG�WR�D�FHUWDLQ�GLYLVLRQ�RI�ODERXU��WKXV�LQFUHDVLQJ�VSHFLDOL]DWLRQ�DQG�LQQRYDWLRQV��7KH�H[LVWHQFH�RI�FOXVWHUV�ZLOO�SURYLGH�LQFUHDVHG�RSSRUWXQLWLHV�IRU�60(V�WR�ZRUN�WRJHWKHU�DQG�FRRSHUDWH�LQ�YDULRXV�DUHDV�,Q�%UD]LO��WKH�H[LVWHQFH�WKH�6LQRV�9DOOH\�IRRWZHDU�FOXVWHU�KDV�EHHQ�EHQHILFLDO�IRU�WKH�ORFDO�SURGXFHUV�RI�IRRWZHDU��EHFDXVH�RI�WKH�LQWHUYHQWLRQ�RI�WZR�DFWRUV������WKH�%UD]LOLDQ�6HUYLFH�IRU�6PDOO�(QWHUSULVHV��6(%5$(��ZKLFK�EHDUV�KDOI�RI�WKH�H[KLELWLRQ�FRVW�IRU�VPDOO�ILUPV�ZLVKLQJ�
�� 2UJDQL]DWLRQ� IRU� (FRQRPLF� &RRSHUDWLRQ� DQG� 'HYHORSPHQW� �2(&'���*OREDOL]DWLRQ� DQG� 6PDOO� DQG� 0HGLXP�(QWHUSULVHV��60(V���9RO����6\QWKHVLV�5HSRUW��2(&'��3DULV�������



(&(6�:3����0DQVRXU�0D\�����

��

WR�SDUWLFLSDWH�LQ�WUDGH�IDLUV�RUJDQL]HG�E\�WKH�SXEOLF�VHFWRU��DQG�����WKH�H[SRUW�DJHQWV�RI�WKH�SULYDWH�VHFWRU�ZKR�IDFLOLWDWH�WKH�FRQQHFWLRQ�EHWZHHQ�WKH FOXVWHU�DQG�WKH�H[SRUW�PDUNHWV�,W�LV�LPSRUWDQW�WR�QRWH�WKDW�WKH�HPHUJHQFH�RI�FOXVWHUV�DQG�LQGXVWULDO�GLVWULFWV�LQ�(XURSH�DQG�HYHQ�LQ�WKH�GHYHORSLQJ�FRXQWULHV�ZDV�VSRQWDQHRXV��DQG�QRW�WKH�UHVXOW�RI�D�SODQQHG�DFWLRQ�E\�JRYHUQPHQW�DJHQFLHV�RU�SULYDWH�VHFWRU LQVWLWXWLRQV���7KHUH�ZDV�QR�RYHUUHDFKLQJ LQGXVWULDO�VWUDWHJ\��HYHQ�WKRXJK�WKH�SXEOLF�DQG�SULYDWH�VHFWRU�SOD\HG�D�UROH�LQ�WKHLU�JURZWK��� ,Q�WKH�,WDOLDQ�LQGXVWULDO�GLVWULFWV��UHDO�VHUYLFHV�KDYH�EHHQ�SURYLGHG�WR�VPDOO�ILUPV�E\�ORFDO�GHYHORSPHQW�DJHQFLHV��RQ�D�VHFWRUDO�EDVLV��NQLWZHDU��FORWKLQJ��VKRHV��HWF����DQG�LQ�D�VSHFLILF�VSHFLDOL]HG�DUHDV��H[SRUW�SURPRWLRQ��TXDOLW\�XSJUDGLQJ��LQIRUPDWLRQ�RQ�LQWHUQDWLRQDO�PDUNHW�WUHQGV�DQG�WHFKQRORJLFDO�GHYHORSPHQWV��VXEFRQWUDFWLQJ�RSSRUWXQLWLHV��WHFKQLFDO�DQG�PDQDJHULDO�WUDLQLQJ��HWF���1HWZRUNV EHWZHHQ�VPDOO�ILUPV�ZRXOG�DOVR�SURYLGH�PXWXDO�EHQHILWV�WKURXJK�DFWLYH�FRRSHUDWLRQ�DQG�MRLQW�DFWLRQ��7KH\ DUH�D�FRVW�HIIHFWLYH�VROXWLRQ�WR�WKH�DEVHQFH�RI�JHRJUDSKLF�DQG�VHFWRUDO�FOXVWHUV� 1HWZRUNLQJ�ZRXOG�FRQWULEXWH�WR�LPSURYLQJ�WKH�FRPSHWLWLYHQHVV�RI�60(V��DQG�SUHSDUH�WKHP�WR�GHDO�ZLWK�JOREDOL]DWLRQ��WKURXJK�WKH�GHYHORSPHQW�DQG�PDUNHWLQJ�RI�QHZ�SURGXFWV��DQG�FRRSHUDWLRQ�LQ�WKH�HVWDEOLVKPHQW�RI�DJHQWV�DQG�GLVWULEXWRUV�LQ�QHZ�PDUNHWV�$Q�LQWHUHVWLQJ�H[DPSOH�LV�WKH�JRYHUQPHQW�VXEVLGL]HG�'DQLVK�1HWZRUNLQJ�3URJUDP��7KH�SURJUDP�FRQVLVWV�RI�UHTXHVWLQJ�HQWHUSULVHV�WR�IRUP�QHWZRUNV�DQG�FRRSHUDWH�LQ�D�QXPEHU�RI�DUHDV��1HWZRUNLQJ�ZDV�SURPRWHG�ZLWK�WKH�DLP�RI�LPSURYLQJ�FRPSHWLWLYHQHVV�RI�60(V��DQG�WR�SUHSDUH�WKHP�WR�GHDO�ZLWK�JOREDOL]DWLRQ��WKURXJK�WKH�GHYHORSPHQW�DQG�PDUNHWLQJ�RI�QHZ�SURGXFWV��DQG�FRRSHUDWLRQ�LQ�WKH�HVWDEOLVKPHQW�RI�DJHQWV�DQG�GLVWULEXWRUV�LQ�QHZ�PDUNHWV��,W�LV�LQWHUHVWLQJ�WR�QRWH�WKDW�WKH�SURJUDP�VXFFHHGHG�LQ�LQGXFLQJ�60(V�WR�FRRSHUDWH��WKRXJK�LQWHU�ILUP�FRRSHUDWLRQ�ZDV�QRW�SDUW�RI�WKHLU�LQGXVWULDO�FXOWXUH�,Q�&KLOL��WKH�JRYHUQPHQW�DJHQF\�IRU�60(�SURPRWLRQ��6(5&27(&��DVVLVWHG�60(V�LQ�D�VSHFLILF�ORFDOLW\�WR�HVWDEOLVK�QHWZRUNV�RI�VPDOO�JURXSV��XVXDOO\�EHWZHHQ����DQG����ILUPV�SHU�JURXS��7KH�HVWDEOLVKPHQW�RI�VXFK�D�QHWZRUN�IDFHG�GLIILFXOWLHV��LQ�YLHZ�RI�WKH�IDFW�WKDW�HQWUHSUHQHXUV�LQ�&KLOL�DUH�XVXDOO\�LQGLYLGXDOLVWLF�DQG�UHVLVW�JRYHUQPHQW�LQWHUYHQWLRQ��7KH�DLP�RI�WKH�QHWZRUN�LV�WR�IDFLOLWDWH�WKH�GHOLYHU\�RI�VXSSRUW�VHUYLFHV�E\�YDULRXV�VXSSRUW�LQVWLWXWLRQV�ZKLFK�SUHIHU�WR�GHDO�ZLWK�JURXSV�UDWKHU�WKDQ�ZLWK�VPDOO�LQGLYLGXDO�ILUPV��7KH�QHWZRUN�DOVR�WULHV�WR�SURPRWH LQWHU�ILUP�FRRSHUDWLRQ��WKURXJK�WKH�GHYHORSPHQW�RI�EHWWHU�UHODWLRQV�EHWZHHQ�
�� +XEHUW�6FKPLW]���&ROOHFWLYH�HIILFLHQF\��JURZWK�SDWK�VPDOO�VFDOH�LQGXVWU\���7KH�-RXUQDO�RI�'HYHORSPHQW�6WXGLHV��9RO������1R�����$SULO�������SS����������
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WKH�SDUWLFLSDWLQJ�ILUPV�LQ�WKH�QHWZRUN��6XFK�FRRSHUDWLRQ�HQDEOHV�60(V�WR�UDLVH�WKHLU�FRPSHWLWLYHQHVV��DQG�IRFXV�RQ�WKH�DUHDV RI�SURGXFW�GHVLJQ�DQG�VWDQGDUGL]DWLRQ��SURFHVV�LQQRYDWLRQ�DQG�KXPDQ�UHVRXUFH�PDQDJHPHQW�
&RQVWUDLQWV�IRU�,QWHU�ILUP�&ROODERUDWLRQ�LQ�WKH�6HOHFWHG�&RXQWULHV+RZHYHU��WKHUH�DUH�VHYHUDO�IDFWRUV�WKDW�LPSHGH�WKH�FUHDWLRQ�RI�QHWZRUNV�DQG�FRRSHUDWLRQ�EHWZHHQ�ILUPV�LQ�WKH�VHOHFWHG FRXQWULHV��:LWK�IHZ�H[FHSWLRQV��LQGXVWULHV�DUH�VFDWWHUHG�JHRJUDSKLFDOO\�DQG�VHFWRUDOO\��DV�LW�LV�UDUH�WR�ILQG�D�FRQFHQWUDWLRQ�RI�VPDOO�ILUPV�LQ�RQH�ORFDWLRQ��DQG�RU�RQ�D�VHFWRUDO�EDVLV��9HU\�OLWWOH�LQWHU�ILUP�FRRSHUDWLRQ�H[LVWV��DV�FRPSHWLWLRQ�LV�GRPLQDQW�EHWZHHQ�ILUPV��DQG�WUXVW�EHWZHHQ�HQWUHSUHQHXUV�UHODWLYHO\�DEVHQW��0RUHRYHU��LQGXVWULHV�DUH�JHQHUDOO\�LVRODWHG��WKHLU�PDUNHW�LV�OLPLWHG�WR�WKH�DUHD�LQ�ZKLFK�WKH\�DUH�ORFDWHG��7ZR�VLJQLILFDQW�UHDVRQV�IRU�WKH�UHODWLYH�DEVHQFH�RI�QHWZRUNV�RI�HQWUHSUHQHXUV�DUH�WKH�GLVWUXVW�WKDW�H[LVWV�EHWZHHQ�RZQHU�PDQDJHUV��DQG�WKH�DEVHQFH�RI�SURJUDPPHV�SURPRWLQJ�LQWHU�ILUP�FROODERUDWLRQ�0RVW�RI WKH VXSSRUW�LQVWLWXWLRQV�DQG�DJHQFLHV�GHDOLQJ�ZLWK�60(V�LQ�WKH�UHJLRQ�DUH�GHYLVLQJ�VSHFLDO�SURJUDPPHV�WR�VXSSRUW�60(V��FRQFHQWUDWLQJ�WKHLU�DFWLYLWLHV�RQ�LPSURYLQJ�WKH�SHUIRUPDQFH�RI�LQGLYLGXDO�ILUPV�WKURXJK�DGYLVRU\�VHUYLFHV��SURYLVLRQ�RI�FUHGLW��DQG�WUDLQLQJ�IRU�XSJUDGLQJ�WHFKQLFDO�DQG�PDQDJHULDO�VNLOOV� 7KH\�DOVR�IRFXV�RQ UHFRPPHQGLQJ�SROLFLHV�WKDW�DUH�OLNHO\�WR�LPSURYH�WKH�PDFURHFRQRPLF�HQYLURQPHQW�IRU�60(V��WKURXJK�OLEHUDOL]DWLRQ�PHDVXUHV�DQG�IDFLOLWDWLRQ�RI�EXUHDXFUDWLF�DQG�DGPLQLVWUDWLYH�SURFHGXUHV��+RZHYHU��YHU\�IHZ�SURJUDPPHV�HPSKDVL]HG�LQWHU�ILUP�FRRSHUDWLRQ�DQG�LQWHUDFWLRQ��RU�VHOI�KHOS�JURXSV��DV�D�PHDQV�WR�LPSURYH�FRPSHWLWLYHQHVV�RI�VPDOO�ILUPV�DQG�DVVLVW�WKHP�LQ�IDFLQJ�WKH�FKDOOHQJHV�RI�JOREDOL]DWLRQ�&RPSHWLWLYHQHVV�RI�VPDOO�ILUPV�FDQ�DOVR�EH�DFKLHYHG�WKURXJK�WKH�SURPRWLRQ�RI�VXEFRQWUDFWLQJ�DUUDQJHPHQWV�ZLWK�ODUJH�ILUPV�RU�DPRQJ�HDFK�RWKHU��+RZHYHU��LQ�VHYHUDO�FRXQWULHV��WKH�PDUNHWV�ODFN�OLQNDJHV�EHWZHHQ�VPDOO�EXVLQHVVHV�DQG�ODUJH�FRUSRUDWLRQV��,Q�PRGHUQ�PDUNHW�HFRQRPLHV��ODUJH�FRUSRUDWLRQV�SOD\�D�SLYRWDO�UROH�DV�60(V�FOXVWHU�DURXQG�WKHVH�FRPSDQLHV�WR�DFW�DV�VXEFRQWUDFWRUV���60(V�RIIHU�VSHFLDOL]HG�LQSXWV�VLQFH�WKH\�HQMR\�JUHDWHU�IOH[LELOLW\�DQG�FRVW�HIILFLHQF\���,QFHQWLYHV�FRXOG�EH�RIIHUHG�WR�ODUJH�HQWHUSULVHV�WR�VXEFRQWUDFW�VRPH�RI�WKHLU�DFWLYLWLHV�WR�60(V�
9,,�� &RQFOXVLRQV�DQG�5HFRPPHQGDWLRQV
60(�VXSSRUW�LQVWLWXWLRQV��DOVR�FDOOHG�%XVLQHVV�'HYHORSPHQW�6HUYLFHV��%'6��RUJDQL]DWLRQV�QHHG�WR�LQWURGXFH�PDMRU�FKDQJHV�LQ�WKHLU�PDQDJHPHQW��VWUXFWXUH��DSSURDFK�RI�ZRUN��OHYHO�RI�
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H[SHUWLVH��HWF���LQ�RUGHU�WR�HIIHFWLYHO\�PHHW�WKH�UHDO�QHHGV�RI�VPDOO�HQWUHSUHQHXUV��7KH�H[SHULHQFH�RI�VXSSRUW�LQVWLWXWLRQV�LQ�WKH�UHJLRQ�LV�UHODWLYHO\�QHZ��VWDUWLQJ�PRVWO\�LQ�WKH�HDUO\�����V��,W�LV�WKHUHIRUH�LPSRUWDQW�WR�EHQHILW�IURP�LQWHUQDWLRQDO�H[SHULHQFHV�LQ�60(�VXSSRUW���7KLV�FDQ�SURYLGH�%'6�RUJDQL]DWLRQV�ZLWK�HIIHFWLYH�V\VWHPV��PHFKDQLVPV��YDOXHV�DQG�DSSURDFKHV�WR�DVVLVW�WKHP�LQ�WKH�GHOLYHU\�RI�VHUYLFHV�WR�60(V��LQ�WKH�KRSH�WKDW�60(V�FDQ�LQFUHDVH�WKHLU�FRPSHWLWLYHQHVV�DQG�IDFH�WKH�FKDOOHQJHV�RI�JOREDOL]DWLRQ�5HJLRQDO�DQG�LQWHUQDWLRQDO�H[SHULHQFHV�� RQ�VXSSRUW�WR�60(V�VXJJHVW�WKH�IROORZLQJ�FULWHULD�IRU�VXFFHVVIXO�SURJUDPPHV�
6SHFLDOL]DWLRQ$FWLYLWLHV�RI�%'6�RUJDQL]DWLRQV�JHQHUDOO\�ODFN�IRFXV��WKH\�DUH�VFDWWHUHG�DQG�QRQ�LQWHJUDWHG�LQ�D�FRPSUHKHQVLYH�IUDPHZRUN�RU�SURJUDPPH��DQG�ZLWK�OLWWOH�IROORZ�XS�PHFKDQLVP�DQG�DFWLYLWLHV�3URJUDPV�WKDW�SURYLGH�QRQ�ILQDQFLDO�VXSSRUW�H[FOXVLYHO\�KDYH�SURYHG�WR�EH�PRUH�FRVW�HIIHFWLYH��:KHQ�SURJUDPPHV�FRPELQH�FUHGLW�ZLWK�QRQ�ILQDQFLDO�VXSSRUW�LQVWUXPHQWV��FOLHQWV�DUH�PRUH�LQWHUHVWHG�LQ�WKH�ILQDQFLDO�VHUYLFHV�WKDQ�WKH�QRQ�ILQDQFLDO�FRPSRQHQW�RI�WKH�SURJUDPPH��6SHFLDOL]DWLRQ�FDQ�EH�LQ RQH�RI�WKH�IROORZLQJ�DUHDV��WHFKQLFDO�WUDLQLQJ��PDQDJHULDO�WUDLQLQJ��FRXQVHOLQJ��PDUNHWLQJ�DVVLVWDQFH��LQIRUPDWLRQ��%'6�RUJDQL]DWLRQV�VKRXOG�QRW�RYHU�GLYHUVLI\�WKHLU�DFWLYLWLHV��EXW�VKRXOG�IRFXV�RQ�ZKDW�WKH\�FDQ�GR�PRVW�HIIHFWLYHO\��6SHFLDOL]DWLRQ�ZLOO�UDLVH�WKH�WHFKQLFDO�FDSDELOLW\�DQG�FDSDFLW\�RI�WKH�RUJDQL]DWLRQ��LW�ZLOO�DOVR�OHDG�WR�LQFUHDVHG�FDSDFLW\�RI�WKH�RUJDQL]DWLRQ�LQ�LQQRYDWLRQ�DQG�GHVLJQ�RI�QHZ�VHUYLFHV��ZLWKLQ�WKH�VFRSH�RI�WKH�VSHFLILF�VHUYLFHV�SURYLGHG�
6HFWRU�6SHFLILF $SSURDFK6HUYLFHV�SURYLGHG�WR�FOLHQWV�LQ�RQH�VSHFLILF�VHFWRU�DUH�RI�D�KLJKHU�WHFKQLFDO�YDOXH��0RVW�RI�WKH�%'6�RUJDQL]DWLRQV�LQFOXGLQJ�WKH�VHUYLFH�GHOLYHU\�RUJDQL]DWLRQV�DQG�EXVLQHVV�DVVRFLDWLRQV�SURYLGH�VHUYLFHV�WR�VHYHUDO�VHFWRUV�DW�WKH�VDPH�WLPH��WUDGH��LQGXVWU\��DJULFXOWXUH� HWF��0DQ\�RI�WKH�EXVLQHVV�DVVRFLDWLRQV��SDUWLFXODUO\�WKRVH�LQ�WKH�LQGXVWULDO�]RQHV�RU�FLWLHV��GR�QRW�UHSUHVHQW�D�VSHFLILF�VXE�VHFWRU��EXW�VHYHUDO�LQGXVWULDO�EUDQFKHV��+RZHYHU��WKH�H[LVWLQJ�EXVLQHVV�DVVRFLDWLRQV�RU�V\QGLFDWHV�UHSUHVHQWLQJ�D�VXE�VHFWRU�LQ�WKH�UHJLRQ�DUH�SDUWLFXODUO\�DFWLYH�LQ�WKH�DUHDV�RI�IRRG�LQGXVWULHV��WH[WLOHV��OHDWKHU�DQG�JDUPHQWV��%XW�WKHVH�$VVRFLDWLRQV�6\QGLFDWHV�UDUHO\�GHYLVH�SURJUDPV�RI�DVVLVWDQFH�WR�KHOS�PHPEHUV�LPSURYH�HIILFLHQF\�DQG�FRPSHWLWLYHQHVV�
�� 6HH�� &RPPLWWHH� RI� 'RQRU� $JHQFLHV� IRU� 6PDOO� (QWHUSULVH� 'HYHORSPHQW��%XVLQHVV� 'HYHORSPHQW� 6HUYLFHV� IRU�60(V��3UHOLPLQDU\�*XLGHOLQHV� IRU�'RQRU�)XQGHG�,QWHUYHQWLRQV��6XPPDU\�RI�WKH�5HSRUW�WR�WKH�'RQRU�&RPPLWWHH�IRU�6PDOO�(QWHUSULVH�'HYHORSPHQW��:DVKLQJWRQ��-DQXDU\������
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6FDOH3URJUDPV�VKRXOG�UHDFK�VLJQLILFDQW�QXPEHUV�RI�FOLHQWV�LQ�RUGHU�WR�EH�HIIHFWLYH��7KH�VFDOH�RI�RSHUDWLRQ�RI�PRVW�%'6�RUJDQL]DWLRQV�LV�YHU\�OLPLWHG��UHDFKLQJ�DW�PRVW�D�IHZ�KXQGUHG�RI�EHQHILFLDULHV��ZKLOH�WKRXVDQGV�RI�HQWUHSUHQHXUV�ZLWKLQ�WKH�VDPH�DUHD�VWDUW�RU�UXQ�WKHLU�EXVLQHVVHV�ZLWK�QR�VXSSRUW�DW�DOO��,QIRUPDWLRQ�WHFKQRORJ\�QRZ�SURYLGHV�JRRG�RSSRUWXQLWLHV�IRU�%'6�RUJDQL]DWLRQV�WR�RSHUDWH�DW�D�ODUJH�VFDOH WKURXJK�YDULRXV�SRVVLELOLWLHV�VXFK�DV�WKH�FRQYHUVLRQ�RI�WUDLQLQJ�PDWHULDOV�LQWR�&'�PXOWLPHGLD�DQG�WKH�XVH�RI�WKH�LQWHUQHW�
6XVWDLQDELOLW\)HHV�VKRXOG�EH�FKDUJHG�IRU VHUYLFHV�UHQGHUHG�WR�FOLHQWV���7KLV�PDNHV�WKH�VHUYLFHV�PRUH�YDOXDEOH�LQ�WKH�H\HV�RI�FOLHQWV�DQG HQDEOHV WKH�RUJDQL]DWLRQ�WR�VXVWDLQ�LWV�DFWLYLWLHV��7KH�DWWDLQPHQW�RI�VRFLDO�REMHFWLYHV�WRJHWKHU�ZLWK�D�EXVLQHVV�RULHQWHG�DSSURDFK�ZRXOG�UHTXLUH�VRPH�VXSSRUW�IURP�JRYHUQPHQWV�DQG�GRQRUV��7KH�SUREOHP�RI�VXVWDLQDELOLW\�LV�DOVR�FDXVHG�E\�WKH�ORZ�VDODU\�RI�VWDII�LQ�WKHVH�LQVWLWXWLRQV��ZKHQ�FRPSDUHG�WR�WKH�SULYDWH�VHFWRU� /RZ�VDODULHVHQFRXUDJH�WKH�VWDII�WR�ORRN�IRU�RWKHU�MREV��WKXV UHGXFLQJ�WKH�DELOLW\�RI�WKHVH�RUJDQL]DWLRQV�WR�FRQWLQXH�DQG�VXVWDLQ�LWV�DFWLYLWLHV�LQ�DQ�HIIHFWLYH�PDQQHU�
'HPDQG�$VVHVVPHQW7KHUH�LV�D�QHHG�WR�LGHQWLI\�WKH�UHDO�GHPDQG�RI�WKH�WDUJHW�JURXS�WKURXJK�QHHGV�DVVHVVPHQW�VXUYH\V�RU�RWKHU�PHFKDQLVPV�EHIRUH�SURYLGLQJ�WKH�VHUYLFHV�WR�HQWUHSUHQHXUV��7UDLQLQJ�FRXUVHV�DQG�DGYLVRU\�VHUYLFHV�VKRXOG�EH�WDLORUHG�WR�WKH�VSHFLILF�FRQGLWLRQV�DQG�QHHGV�RI�WKH�HQWUHSUHQHXUV��%'6�RUJDQL]DWLRQV�VKRXOG�EH�LQ�FRQWLQXRXV�FORVH�FRPPXQLFDWLRQ�ZLWK�WKHLU�FOLHQWV�LQ�RUGHU�WR�EHWWHU�XQGHUVWDQG�WKHLU�QHHGV��DQG�LQ�RUGHU�WR�FRQFHLYH�DQG�LPSOHPHQW�SURJUDPPHV�WKDW�UHVSRQG�EHWWHU�WR�UHDO�QHHGV�
$�%XVLQHVV�OLNH $SSURDFK7KH�EHVW�%'6�RUJDQL]DWLRQV�WR�VXSSRUW�60(V�DUH�WKRVH�RSHUDWLQJ�OLNH�60(V�RQ�D�FRPPHUFLDO�EDVLV��7KH\�DUH�VLPLODU�WR�60(V�LQ�WHUPV�RI�WKHLU�SHUVRQQHO��V\VWHPV�DQG�YDOXHV��� 7KH��VRFLDO��DSSURDFK�LV�VWLOO�GRPLQDQW�LQ�WKH�UHJLRQ�LQ�WKH�SURYLVLRQ�RI�VHUYLFHV��7KH�JRYHUQPHQW�RUJDQL]DWLRQV�DQG�WKH�QRQ�SURILW�RUJDQL]DWLRQV�LQ�WKH�UHJLRQ�KDYH�SURYHG�WR�EH�PRUH�FKDULW\�RULHQWHG�WKDQ�EXVLQHVV�OLNH��7KHLU�EXUHDXFUDWLF�QDWXUH�LV�DQRWKHU�FRQVWUDLQW�NHHSLQJ�WKHVH�RUJDQL]DWLRQV�IURP�EHLQJ�FRVW�HIIHFWLYH�
�� &RPPLWWHH� RI�'RQRU�$JHQFLHV� IRU�6PDOO�(QWHUSULVH�'HYHORSPHQW��%XVLQHVV�'HYHORSPHQW�6HUYLFHV� IRU�60(V��3UHOLPLQDU\�*XLGHOLQHV�IRU�'RQRU�)XQGHG�,QWHUYHQWLRQV��6XPPDU\�RI�WKH�5HSRUW�WR�WKH�'RQRU�&RPPLWWHH�IRU�6PDOO�(QWHUSULVH�'HYHORSPHQW��:DVKLQJWRQ��-DQXDU\������
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5HIHUHQFHV
6WDWH� RI� %DKUDLQ�� &HQWUDO� 6WDWLVWLFV� 2UJDQL]DWLRQ�� 'LUHFWRUDWH� RI� 6WDWLVWLFV�� ,QGXVWULDO� 6XUYH\�5HVXOWV �����&RPPLWWHH� RI� 'RQRU� $JHQFLHV� IRU� 6PDOO� (QWHUSULVH� 'HYHORSPHQW�� %XVLQHVV� 'HYHORSPHQW�6HUYLFHV�IRU�60(V��3UHOLPLQDU\�*XLGHOLQHV�IRU�'RQRU �)XQGHG�,QWHUYHQWLRQV��6XPPDU\�RI�WKH� 5HSRUW� WR� WKH� 'RQRU� &RPPLWWHH� IRU� 6PDOO� (QWHUSULVH� 'HYHORSPHQW�� :DVKLQJWRQ��-DQXDU\������(J\SWLDQ�6PDOO� DQG�0LFUR�(QWHUSULVH�$VVRFLDWLRQ��0DUNHWLQJ� DQG�0LFUR�HQWHUSULVH� LQ�(J\SW��)ULHGULFK�(EHUW 6WLIWXQJ��&DLUR��6HSWHPEHU������(O�0DKGL��$OLD�DQG�+DOD�(O�6DLG��6PDOO�,QGXVWULHV�&RPSOH[�LQ�WKH���WK�RI�5DPDGDQ�&LW\��1HHGV�DQG�3RWHQWLDOV�� $�7DUJHW�*URXS�$QDO\VLV��VWXG\�FRQGXFWHG�XQGHU�WKH�DXVSLFHV�RI�WKH�)HGHUDWLRQ�RI�(J\SWLDQ�,QGXVWULHV�DQG�WKH�&KDPEHU�RI�(QJLQHHULQJ�,QGXVWULHV�LQ�FRRSHUDWLRQ�ZLWK�WKH�)ULHGULFK�(EHUW�6WLIWXQJ�DQG�WKH�$VVRFLDWLRQ�RI�3URPRWLQJ�6PDOO�DQG�0HGLXP�6L]HG�,QGXVWULHV�LQ�WKH�1HZ�&LWLHV�������
(6&:$��³6PDOO�DQG�0HGLXP�(QWHUSULVHV��6WUDWHJLHV��3ROLFLHV�DQG�6XSSRUW�,QVWLWXWLRQV�´������
BBBBBBBBBB��5HYLHZ�DQG�$VVHVVPHQW�RI�6RXUFHV�RI�,QIRUPDWLRQ�LQ�WKH�,QGXVWULDO�6HFWRU�LQ�WKH�(6&:$�5HJLRQ �LQ�$UDELF���(�(6&:$�,'��������������
BBBBBBBBBB��7UDGH�(IILFLHQF\�LQ�(6&:$�0HPEHU�&RXQWULHV��$�&RPSUHKHQVLYH�6WXG\ � �%XVLQHVV�LQIRUPDWLRQ���LQ�6HPLQDU�RQ�7UDGH�HIILFLHQF\�LQ�WKH�(6&:$�PHPEHU�6WDWHV�����1RYHPEHU�� ��'HFHPEHU�������%HLUXW���(�(6&:$�('������:*������������
7KH� +DVKHPLWH� .LQJGRP� RI� -RUGDQ�� 'HSDUWPHQW� RI� 6WDWLVWLFV�� (PSOR\PHQW� 6XUYH\V� IRU�(VWDEOLVKPHQWV�(QJDJLQJ���3HUVRQV�RU�0RUH������ ��1R�����������/HEDQHVH� 5HSXEOLF�� 0LQLVWU\� RI� ,QGXVWU\� DQG� 3HWUROHXP�� 'LUHFWRUDWH� RI� ,QGXVWU\�� 5HSRUW� RQ�,QGXVWULDO�&HQVXV�� )LQDO�5HVXOWV��'HFHPEHU�������0DQVRXU�� +RVDP�� 7RZDUGV� D� 3ROLF\� IRU� 3URPRWLRQ� RI� 6PDOO� ,QGXVWULHV �LQ� $UDELF��� SDSHU�SUHVHQWHG�WR�WKH�)LUVW�$UDE�0HHWLQJ�RQ��7KH�UROH�RI�VPDOO�DQG�PHGLXP�VL]HG�LQGXVWULHV�LQ�LQGXVWULDO�GHYHORSPHQW���RUJDQL]HG�E\�$,'02�DQG�RWKHUV��������)HEUXDU\������2UJDQL]DWLRQ� IRU�(FRQRPLF�&RRSHUDWLRQ� DQG�'HYHORSPHQW� �2(&'���*OREDOL]DWLRQ�DQG�6PDOO�DQG�0HGLXP�(QWHUSULVHV��60(V� ��9RO����6\QWKHVLV�5HSRUW��2(&'��3DULV�������
6FKPLW]�� +XEHUW�� �&ROOHFWLYH� HIILFLHQF\�� JURZWK� SDWK� VPDOO�VFDOH� LQGXVWU\��� 7KH� -RXUQDO� RI�'HYHORSPHQW�6WXGLHV��9RO������1R�����$SULO�������SS����������
7KH�6\ULDQ�$UDE�5HSXEOLF��&HQWUDO�%XUHDX�RI�6WDWLVWLFV��5HVXOWV�RI�WKH�,QGXVWULDO�6XUYH\�IRU�WKH�3ULYDWH�6HFWRU�RI�������'DPDVFXV��)HEUXDU\������
9DQ�+RXWWH��-��³7KH�5ROH�RI�6PDOO�DQG�0HGLXP�VL]HG�(QWHUSULVHV�LQ�WKH�(FRQRP\�DQG�RI�WKHLU�6XSSRUW� 6\VWHPV´�� :RUOG� %DQN�� 3ULYDWH� 6HFWRU� 'HYHORSPHQW� 'HSDUWPHQW�� %XVLQHVV�(QYLURQPHQW�8QLW�GUDIW�������
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