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+RQJ�.RQJ�DQG�6LQJDSRUH���HYHQ�WKRXJK�LQYHVWPHQW�UDWHV�ZHUH�VWLOO�KLJKHU��FXUUHQW�DFFRXQW�GHILFLWV�ZHUH�LQFXUUHG��,Q�WKH�HDUO\�����V��WKH�YDOXH�RI�WKH�86�GROODU�URVH�VKDUSO\��UHDFKLQJ�D�SHDN�LQ�0DUFK�������7KH�$VLDQ�FXUUHQFLHV�ZLWK�H[FKDQJH�UDWHV�SHJJHG�WR�WKH�GROODU�DOVR�DSSUHFLDWHG�VXEVWDQWLDOO\���7KLV�OHG�WR�DQ�HURVLRQ�RI�H[WHUQDO�FRPSHWLWLYHQHVV��FRQWULEXWLQJ�WR�ULVLQJ�FXUUHQW�DFFRXQW�GHILFLWV�DQG�H[WHUQDO�GHEW���,Q�ERWK�.RUHD�DQG�7KDLODQG��,0)�VXSSRUWHG�DGMXVWPHQW�SURJUDPV�ZHUH�UHTXLUHG�LQ�WKDW�SHULRG�,Q�WKH�HDUO\�����V��WKH�$VLDQ�HFRQRPLHV�ERRPHG��+LJK�HFRQRPLF�JURZWK�UDWHV�LQFUHDVHG�IXUWKHU��LQYHVWPHQW�VXUJHG�DQG�DVVHW�SULFHV�URVH�UDSLGO\���)URP������WR�������RXWSXW�URVH�DW�DQ�DYHUDJH�DQQXDO�UDWH�RI������SHUFHQW�LQ�.RUHD����SHUFHQW�LQ�,QGRQHVLD��DOPRVW���SHUFHQW�LQ�0DOD\VLD��DQG���SHUFHQW�LQ�7KDLODQG���7KH�ULVH�LQ�LQYHVWPHQW�FRXOG�QRW�EH�FRYHUHG�E\�GRPHVWLF�VDYLQJV�DQG�FXUUHQW�DFFRXQW�GHILFLWV�WHQGHG�WR�ZLGHQ���,Q�ERWK�0DOD\VLD�DQG�7KDLODQG��WKH�FXUUHQW�DFFRXQW�GHILFLW�DYHUDJHG�PRUH�WKDQ���SHUFHQW�RI�*'3�IURP �����WR�������ZKLOH�LQ�,QGRQHVLD�LW�UHDFKHG�����SHUFHQW�RI�*'3�RQ�DYHUDJH�DQG�LQ�.RUHD�����SHUFHQW��VHH�WDEOH����S������$W�ILUVW��WKHVH�GHILFLWV�ZHUH�HDVLO\�ILQDQFHG���7KH�86�GROODU�ZDV�GHFOLQLQJ�DQG�WKH�FRPSHWLWLYHQHVV�RI�$VLDQ�FXUUHQFLHV�SHJJHG�WR WKH�GROODU�ZDV�ERRVWHG���/RZ�UDWHV�RI�UHWXUQ�LQ�LQGXVWULDO�FRXQWULHV�DQG�DQ�LQFUHDVLQJ�RXWZDUG�RULHQWDWLRQ�E\�LQYHVWRUV�LQ�WKHVH�FRXQWULHV�IDFLOLWDWHG�D�UDSLG�LQFUHDVH�LQ�SULYDWH�FDSLWDO�IORZV�WR�GHYHORSLQJ�FRXQWULHV��SULYDWH�FDSLWDO�IORZV�LQFUHDVHG�IURP�DERXW�����ELOOLRQ�DQQXDOO\�LQ�WKH�VHFRQG�KDOI�RI�WKH�����V�WR������ELOOLRQ�LQ������DQG�RYHU������ELOOLRQ�LQ��������6XFK�IORZV�WR�$VLDQ�GHYHORSLQJ�HFRQRPLHV�LQFUHDVHG�IURP�ORZ�OHYHOV�LQ�WKH�����V�WR�����ELOOLRQ�LQ������DQG�RYHU������ELOOLRQ�LQ�������VHH�ILJXUH����S��������$W�WKH�VDPH�WLPH��WKH�VSUHDGV�RQ�LQWHUQDWLRQDO�ERUURZLQJ�E\�HPHUJLQJ�PDUNHW�HFRQRPLHV�EHFDPH�YHU\�ORZ��VHH�ILJXUH����S������1HYHUWKHOHVV��VXFK�UDSLG�JURZWK�DQG�ERRP�FRQGLWLRQV�PDVNHG�HFRQRPLF�ZHDNQHVVHV���/DUJH�FDSLWDO�LQIORZV�SRVHG�FKDOOHQJHV�IRU�HFRQRPLF�PDQDJHPHQW���)XQGV�ZHUH�SRXULQJ�LQWR�EDQNLQJ�V\VWHPV�WKDW�ZHUH�SRRUO\�HTXLSSHG�WR�LQWHUPHGLDWH�WKHP���%DQN�VXSHUYLVLRQ�DQG�UHJXODWLRQ�SUDFWLFHV�ODJJHG�EHKLQG�LQWHUQDWLRQDO�EHVW�SUDFWLFH���$�SDUW�RI�WKH�FDSLWDO�LQIORZV�ZDV�ILQDQFLQJ�VSHFXODWLYH�LQYHVWPHQW�LQSURSHUW\�DQG�FRQVWUXFWLRQ�ZLWKRXW�DGHTXDWH�ULVN�PDQDJHPHQW�DQG�DSSUDLVDO���$V�WKH�ERRP�PRYHG�WRZDUGV�LWV�SHDN��WKH�PDWXULW\�VWUXFWXUH�RI�FDSLWDO�LQIORZV�EHJDQ�WR�VKRUWHQ��WKXV�KHLJKWHQLQJ�YXOQHUDELOLW\���0RUHRYHU��ZLWKLQ�FRXQWULHV� OHQGLQJ�ZDV�RIWHQ�
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WDNLQJ�SODFH�WR�ZHOO�FRQQHFWHG�LQGLYLGXDOV�ZLWKRXW�DGHTXDWH�DVVHVVPHQW�RI�HFRQRPLF�UHWXUQV���$V�ORQJ�DV�WKH�ERRP�FRQWLQXHG��WKHVH�ZHDNQHVVHV�UHPDLQHG�KLGGHQ�$V�RI�PLG�������WKH�H[WHUQDO�HQYLURQPHQW�EHFDPH�OHVV�IDYRUDEOH���7KH�\HQ�EHJDQ�WR�GHFOLQH�LQ�YDOXH�ZKLOH�WKH�GROODU�URVH���7KLV�VKLIW�FRQWULEXWHG�WR�DSSUHFLDWLRQV�LQ�$VLDQ�FXUUHQFLHV�SHJJHG�WR�WKH�GROODU�DQG�EHJDQ�WR�HURGH�WKHLU�H[WHUQDO�FRPSHWLWLYHQHVV���)RU�H[DPSOH��WKH�UHDO�HIIHFWLYH�YDOXH�RI�WKH�7KDL�EDKW��EDVHG�RQ�PRYHPHQWV LQ�FRQVXPHU�SULFHV�DGMXVWHG�IRU�H[FKDQJH�UDWH�PRYHPHQWV��LQFUHDVHG�E\����SHUFHQW�EHWZHHQ�$SULO������DQG�-XQH�������WKH�.RUHDQ�ZRQ�E\���SHUFHQW�EHWZHHQ�HDUO\������DQG�$XJXVW�������ZKLOH�WKH�,QGRQHVLDQ�UXSLDK��URVH�LQ�UHDO�HIIHFWLYH�WHUPV�E\����SHUFHQW�EHWZHHQ�$SULO������DQG�$SULO��������6LPXOWDQHRXVO\��JURZWK�LQ�ZRUOG�PDUNHWV�IRU�$VLDQ�H[SRUWV�EHJDQ�WR�VORZ�
7KH�&ULVLV,Q�WKH�ILUVW�KDOI�RI�������WKH�LQLWLDO�SKDVH�RI�WKH�FULVLV�IRFXVHG�RQ�7KDLODQG���7KH�FXUUHQW�DFFRXQW�GHILFLW�ZDV�ODUJH��VKRUW�WHUP�H[WHUQDO GHEW�ZDV�KLJK�DQG�H[SRUW�JURZWK�ZDV�VORZLQJ���0HDQZKLOH��WKH�7KDL�EDKW�UHPDLQHG�SHJJHG�WR�WKH�GROODU�DV�WKH�GROODU�URVH���0RUHRYHU��WKH�µSURSHUW\�EXEEOH¶�ZDV�FROODSVLQJ�DQG�FDSLWDO�LQIORZV�ZHUH�VORZLQJ���7KH�DXWKRULWLHV�ZHUH�UHOXFWDQW�WR�GHYDOXH�WKH�7KDL�EDKW�DQG�KHVLWDQW�WR�UDLVH�LQWHUHVW�UDWHV���$JDLQVW�WKLV�EDFNJURXQG��D�VHULHV�RI�VSHFXODWLYH�DWWDFNV�DJDLQVW�WKH�EDKW�WRRN�SODFH��ZLWK�WKH�DXWKRULWLHV�VSHQGLQJ�ODUJH�DPRXQWV�RI�IRUHLJQ�UHVHUYHV�DQG�HQJDJLQJ�LQ�PDVVLYH�LQWHUYHQWLRQ�LQ�WKH�IRUZDUG�H[FKDQJH�PDUNHW���,Q�WKLV�SKDVH��WKHUH�ZDV�RQO\�OLPLWHG�FRQFHUQ�DERXW�SRVVLEOH�VSLOORYHU�HIIHFWV�RQ�RWKHU�FRXQWULHV��%HWZHHQ�0D\�DQG�-XO\�������WKH�7KDL�FULVLV�LQWHQVLILHG��ZKLFK�IXUWKHU�SURPSWHG�H[SDQGHG�LQWHUYHQWLRQ�LQ�WKH�VSRW�DQG�IRUZDUG�PDUNHWV���%\�PLG�0D\��WKH�DXWKRULWLHV�LQWURGXFHG�H[FKDQJH�FRQWUROV�DQG�DOORZHG�D�ULVH�LQ�LQWHUHVW�UDWHV��6HHLQJ�WKH�FKDQFH�RI�D�RQH�ZD\�EHW��LQWHUQDWLRQDO�LQYHVWRUV�EHJDQ�WR�WDNH�SRVLWLRQV�DJDLQVW�WKH�EDKW��)DFLQJ�FRQWLQXHG�RXWIORZV�DQG�UHVHUYH�ORVVHV��7KDLODQG�GURSSHG�LWV�GHIHQVH�RI�WKH�SHJ�RQ�-XO\����WKXV�DOORZLQJ�WKH�FXUUHQF\�WR�IORDW���7KH�FXUUHQF\�TXLFNO\�GURSSHG�E\����SHUFHQW�DQG�FRQWLQXHG�WR�ZHDNHQ�VXEVHTXHQWO\�2QFH�WKH�EDKW�IHOO��SUHVVXUHV�HPHUJHG�DJDLQVW�RWKHU�FXUUHQFLHV�LQ�WKH�UHJLRQ��DQG��LQWHUQDWLRQDO�LQYHVWRUV�EHJDQ�WR�UHDSSUDLVH�WKHLU�$VLDQ�SRVLWLRQV���&RQFHUQV�UHJDUGLQJ�RWKHU�$VLDQ�FXUUHQFLHV�ZLWK�VL]DEOH�FXUUHQW�DFFRXQW�GHILFLWV�DQG�SHJJHG�H[FKDQJH�UDWHV�ZHUH�DOVR�UDLVHG���,Q WKH�3KLOLSSLQHV��WKH�DXWKRULWLHV�DOORZHG�WKH�SHVR�WR�IORDW�RQ�-XO\�
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���DIWHU�D�EULHI�GHIHQVH���,Q�,QGRQHVLD��WKH�DXWKRULWLHV�ZLGHQHG�WKH�LQWHUYHQWLRQ�EDQG�IURP���WR����SHUFHQWDJH�SRLQWV�DIWHU�WKH�IORDWLQJ�RI�WKH�SHVR���:LWK�SUHVVXUHV�VSUHDGLQJ�WR�0DOD\VLD��WKH�DXWKRULWLHV�DOORZHG�WKH�H[FKDQJH�UDWH�WR�GHFOLQH�UDWKHU�WKDQ�UDLVLQJ�LQWHUHVW�UDWHV�2YHU�WKH�IROORZLQJ�WZR�PRQWKV�WKH�VLWXDWLRQ�IXUWKHU�GHWHULRUDWHG���7KH�DQQRXQFHPHQW�RI�WKH�,0)�VXSSRUWHG�7KDL�HFRQRPLF�SURJUDP�LQ�$XJXVW������GLG�QRW�DPHOLRUDWH�WKH�SUHVVXUH�IRU�ORQJ���7KH�QHZV�WKDW�WKH�IRUZDUG�H[FKDQJH�FRPPLWPHQWV�RI�WKH�7KDL�DXWKRULWLHV�ZHUH�LQ�H[FHVV�RI�����ELOOLRQ�FRQWULEXWHG�WR�VNHSWLFLVP�DERXW�RIILFLDO�GDWD�DQG�VRRQ�TXHVWLRQV�GHYHORSHG�DERXW�WKH�VWUHQJWK�RI�7KDL�SROLF\�LPSOHPHQWDWLRQ���&RQFHUQV�GHHSHQHG�DERXW�WKH�LPSDFW�RI�FXUUHQF\�GHSUHFLDWLRQ�DQG�KLJK�GRPHVWLF�LQWHUHVW UDWHV�RQ�WKH�KLJKO\�OHYHUDJHG�FRUSRUDWH�VHFWRUV�DQG�EDODQFH�VKHHWV�RI�EDQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV���0RUHRYHU��LQ�PDQ\�FDVHV�WKH�SROLF\�UHVSRQVHV�ZHUH�HYDOXDWHG�E\�WKH�PDUNHWV�DV�WRR�OLWWOH�DQG�WRR�ODWH���$W�WKH�VDPH�WLPH��LQWHUQDWLRQDO�LQYHVWRUV�LQ�WKHVH�FRXQWULHV¶�DVVHWV�ZHUH�VHHNLQJ�WR�UHGXFH�WKHLU�H[SRVXUH���7KH�LQWHUSOD\�RI�WKHVH�IDFWRUV�OHG�WR�IXUWKHU�ORVV�RI�FRQILGHQFH�DQG�FRQWLQXHG�H[FKDQJH�UDWH�GHFOLQHV���%\�PLG�2FWREHU�������WKH�,QGRQHVLDQ�DQG�7KDL�FXUUHQFLHV�KDG�GURSSHG�E\�PRUH�WKDQ��� SHUFHQW�LQ�YDOXH�ZKLOH�WKRVH�RI�0DOD\VLD�DQG�WKH�3KLOLSSLQHV�ZHUH�GRZQ�E\����SHUFHQW���6WRFN�PDUNHWV�UHFRUGHG�KHDY\�ORVVHV�LQ�ORFDO�FXUUHQF\�WHUPV��DQG�WKH�GURS�LQ�HTXLW\�PDUNHW�YDOXHV�PHDVXUHG�LQ�GROODUV�ZDV�HYHQ�ODUJHU�)URP�2FWREHU�WKURXJK�'HFHPEHU�������WKH�FULVLV�LQWHQVLILHG���.RUHD��WKH���WK
ODUJHVW�HFRQRP\�LQ�WKH�ZRUOG��ZLWK�D�*'3�DOPRVW�DV�ODUJH�DV�WKDW�RI�,QGRQHVLD��0DOD\VLD�DQG�7KDLODQG�FRPELQHG��ZDV�HQJXOIHG�LQ�VSHFXODWLRQ���&RQWDJLRQ�EURXJKW�RWKHU�HFRQRPLHV�LQWR�SOD\���7KH�DXWKRULWLHV�LQ�WKH�7DLZDQ�3URYLQFH�RI�&KLQD�DOORZHG�WKH�H[FKDQJH�UDWH�WR�GHSUHFLDWH�LQ�PLG�2FWREHU��6RRQ�DIWHU�WKDW��SUHVVXUHV�HPHUJHG�DJDLQVW�WKH�FXUUHQF\�ERDUG�V\VWHP�LQ�+RQJ�.RQJ�6$5���7KH�+RQJ�.RQJ�DXWKRULWLHV�DOORZHG�LQWHUHVW�UDWHV�WR�ULVH��EXW�ZLWK�WKH�FRQVHTXHQFH�RI�SOXPPHWLQJ�HTXLW\�SULFHV��ZKLFK�IHOO�E\����SHUFHQW�RYHU�D���GD\�SHULRG�LQ�ODWH�2FWREHU������3UHVVXUHV�HPHUJHG�HOVHZKHUH��LQFOXGLQJ�%UD]LO��(VWRQLD��*UHHFH��5XVVLD�DQG�WKH�8NUDLQH��LQ DOO�FDVHV�SURPSWLQJ�KLNHV�LQ�LQWHUHVW�UDWHV���7KH�%UD]LOLDQ�UHDO�FDPH�XQGHU�DWWDFN��ZLWK�D�VLJQLILFDQW�UHVHUYH�ORVV�LQ�2FWREHU���7KH�DXWKRULWLHV�UHVSRQGHG�ZLWK�D�VKDUS�KLNH�LQ�VKRUW�WHUP�LQWHUHVW�UDWHV��IROORZHG�E\�D�IXUWKHU�LQFUHDVH�LQ�1RYHPEHU�DQG�D�PDMRU�ILVFDO�DGMXVWPHQW�SDFNDJH���:KLOH�WKH�PDUNHWV�UHPDLQHG�QHUYRXV� WKH�SUHVVXUH�
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VXEVLGHG�DQG�UHVHUYHV�EHJDQ�WR�EH�UHFRXSHG���7KH�IOLJKW�IURP�HPHUJLQJ�PDUNHWV�OHG�WR�SUHVVXUH�DJDLQVW�WKH�5XVVLDQ�UXEOH��,Q�UHVSRQVH��WKH�5XVVLDQ DXWKRULWLHV�LQFUHDVHG�LQWHUHVW�UDWHV�LQ�1RYHPEHU�DQG�'HFHPEHU������0HDQZKLOH��LQ�$VLD�WKH�VLWXDWLRQ�ZDV�QRW�LPSURYLQJ��,Q�.RUHD��LQIRUPDWLRQ�GHILFLHQFLHV�FDPH�WR�WKH�IRUH�ZKHQ�LW�EHFDPH�NQRZQ�WKDW�XVDEOH�IRUHLJQ�UHVHUYHV�ZHUH�IDU�EHORZ�WKH�SXEOLVKHG�ILJXUH��,Q�DGGLWLRQ��FRQFHUQV�DERXW�SRVVLEOH�GHIDXOW�LQ�WKH�FRXQWGRZQ�WR�'HFHPEHU����HOHFWLRQV�HPHUJHG��,Q�,QGRQHVLD�DQG�0DOD\VLD��WKH�FXUUHQFLHV�ZHUH�FRQWLQXLQJ�WR�GURS��GHVSLWH�WKH�DSSURYDO�RI�DQ�,0)�VXSSRUWHG�SURJUDP�LQ�,QGRQHVLD�LQ�1RYHPEHU�DQG�KRPH�JURZQ�PHDVXUHV�LQ�0DOD\VLD���'HYHORSPHQWV�LQ�,QGRQHVLD�ZHUH�FOHDUO\�DIIHFWHG�E\�HUUDWLF�SROLF\�LPSOHPHQWDWLRQ�DQG�PDUNHW�GRXEWV�DERXW�FRPPLWPHQW�WR�LPSOHPHQWLQJ�WKH�SURJUDP���,Q�7KDLODQG��DIWHU�D�SHULRG�RI�SROLWLFDO�WXUEXOHQFH��WKH�DXWKRULWLHV�VWDUWHG�LPSOHPHQWLQJ�VWURQJ�SROLFLHV���1HYHUWKHOHVV��WKH�EDKW�FRQWLQXHG�WR�GHFOLQH�DV�WKH�SRUWIROLR�DGMXVWPHQW E\�LQWHUQDWLRQDO�LQYHVWRUV�FRQWLQXHG�$W�WKLV�ZULWLQJ��WKH�SHDN�RI�WKH�FULVLV�VHHPV�WR�KDYH�RFFXUUHG�LQ�'HFHPEHU������DQG�HDUO\�-DQXDU\�������7KH�DQQRXQFHPHQW�RI�DQ�,0)�SURJUDP�IRU�.RUHD�VORZHG�WKH�GHWHULRUDWLRQ�WKHUH��EXW�LQLWLDOO\�GLG�QRW�VWRS�LW���(FRQRPLF�FRQGLWLRQV�LQ�,QGRQHVLD�FRQWLQXHG�WR�ZRUVHQ�DQG�WKH�FXUUHQF\�WR�SOXPPHW���,Q�7KDLODQG��GHWHUPLQHG�SROLF\�LPSOHPHQWDWLRQ�ZDV�ILJKWLQJ�D�WLGH�RI�VNHSWLFLVP�IURP�LQWHUQDWLRQDO�LQYHVWRUV��7KH�FXUUHQFLHV�RI�WKH�DIIHFWHG�$VLDQ�HFRQRPLHV�FRQWLQXHG�WR�GURS�DQG�UHQHZHG�FRQFHUQV�PRXQWHG�DERXW�GHIDXOW�LQ�.RUHD�DQG�D�SRVVLEOH�IXUWKHU�LQWHQVLILFDWLRQ�RI�FRQWDJLRQ�LQ�RWKHU�FRXQWULHV��%\�'HFHPEHU�������WKH�QRPLQDO�HIIHFWLYH�H[FKDQJH�UDWH�RI�WKH�EDKW�KDG�GURSSHG�E\�DERXW����SHUFHQW�IURP�LWV�-XQH������OHYHO��WKDW�RI�WKH�UXSLDK�E\�DOPRVW����SHUFHQW��DQG�WKH�ZRQ�GURSSHG�E\�DOPRVW����SHUFHQW�,Q�WKH�FDVH�RI�.RUHD��WKH�WXUQLQJ�SRLQW�FDPH�DW�WKH�EHJLQQLQJ�RI�WKH�\HDU�ZKHQ�WKH�LQFRPLQJ�SUHVLGHQW�WRRN ILUP�RZQHUVKLS�RI�WKH�UHIRUP�SURJUDP��7KH�QHZ�VWHSV�WDNHQ�LQFOXGHG�PRQHWDU\�WLJKWHQLQJ�DQG�PDUNHW�RSHQLQJ��UHSKDVLQJ�RI�,0)�GLVEXUVHPHQWV��DFWLYDWLQJ�WKH�VHFRQG�OLQH�RI�ILQDQFLQJ�GHIHQVH��DQG�D�VXFFHVVIXO�HIIRUW�WR�HQFRXUDJH�LPSURYHG�UROORYHU�RI�.RUHDQ�VKRUW�WHUP�GHEW�E\�LQWHUQDWLRQDO�EDQNV���6ORZO\��.RUHDQ�IRUHLJQ�UHVHUYHV�EHJDQ�WR�HGJH�XS�DQG�WKH�FXUUHQF\�WR�ULVH���,Q�7KDLODQG��D�QHZ�JRYHUQPHQW�KDG�FRPH�LQWR�RIILFH�DQG�FRXUDJHRXV�PHDVXUHV�RI�ILQDQFLDO�VHFWRU�UHIRUP�IROORZHG��UHVHUYHV�ZHUH�ULVLQJ�DQG��E\�WKH�VHFRQG�KDOI�RI�-DQXDU\�������WKH�FXUUHQF\�VOLGH�ZDV�EHJLQQLQJ�WR�UHYHUVH���7KH�,QGRQHVLDQ�VLWXDWLRQ��KRZHYHU��UHPDLQHG�PRUH�
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GLIILFXOW��ZLWK�WKH�FXUUHQF\�VWXFN�LQ�WKH�UDQJH�RI�UXSLDK�������WR��������SHU�GROODU��7KH�SROLWLFDO�VLWXDWLRQ�ZDV�XQVHWWOHG�DQG�PL[HG�VLJQDOV�FRQFHUQLQJ�WKH�,QGRQHVLDQ�JRYHUQPHQW¶V�FRPPLWPHQW�WR�WLJKW SROLFLHV�DQG�VWUXFWXUDO�UHIRUP�HPHUJHG���0RUHRYHU��PDUNHWV�EHJDQ�WR�IRFXV�RQ�WKH�TXHVWLRQ�RI�SROLWLFDO�VXFFHVVLRQ�$W�WKH�WLPH�RI�WKLV�ZULWLQJ��WKH�VLWXDWLRQ�LQ�WKH�$VLDQ�HFRQRPLHV�KDV�EHFRPH�GLIIHUHQWLDWHG��D�GLIIHUHQWLDWLRQ�WKDW�VHHPV�WR�EH�ZHOO�XQGHUVWRRG�E\�WKH�PDUNHWV���7KH�SKDVH�RI�SDQLF�DQG�FRQWDJLRQ�VHHPV�WR�KDYH�HQGHG���,Q�WKH�DEVHQFH�RI�PDMRU�QHZ�GLVWXUEDQFHV�² ZKLFK�VWLOO�FDQQRW�EH�UXOHG�RXW�² WKH�JOREDO�HIIHFWV�DUH�EHLQJ�FRQWDLQHG�DQG�PRVW�RI�WKH�DIIHFWHG�FRXQWULHV�DUH�LPSOHPHQWLQJ�VWURQJ�UHIRUPV���,Q�.RUHD��UHVHUYHV�DUH�ULVLQJ��WKH�FXUUHQF\�KDV�UHERXQGHG�E\�PRUH�WKDQ����SHUFHQW��VWRFN�SULFHV�DUH�XS��VWURQJ�UHIRUPV�DUH�EHLQJ�LPSOHPHQWHG��DQ�DJUHHPHQW�IRU�UHVWUXFWXULQJ�EDQN�GHEW�KDV�EHHQ�UHDFKHG��DQG�VXEVWDQWLDO�FXUUHQW�DFFRXQW�VXUSOXVHV DUH EHLQJ�DFFXPXODWHG���2Q�WKH�RWKHU�VLGH�RI�WKH�OHGJHU��WKH�ODWHVW�SURGXFWLRQ�GDWD�LQGLFDWH�D�VKDUS�VORZGRZQ�LQ�DFWLYLW\���6LPLODUO\��LQ�7KDLODQG�UHVHUYHV�DUH�EHLQJ�UHEXLOW��WKH�FXUUHQF\�KDV�ULVHQ�E\�DOPRVW����SHUFHQW��VWRFN�SULFHV�DUH�ULVLQJ�DQG�FXUUHQW�DFFRXQW�VXUSOXVHV�DUH�EHLQJ�UHFRUGHG�² EXW�LQGLFDWRUV�RI�HFRQRPLF�DFWLYLW\�DUH�ZHDN���,Q�VXP��IRU�ERWK�.RUHD�DQG�7KDLODQG��WKHUH�DUH�WZR�VLGHV�RI�WKH�FRLQ��ILUVW�WKH�QDGLU�RI�ILQDQFLDO�DQG�FXUUHQF\�SDQLF�VHHPV�WR�KDYH�SDVVHG��VHFRQG��WKH�DGYHUVH�HIIHFWV�RQ�HFRQRPLF�DFWLYLW\�DUH�VWLOO�XQIROGLQJ��7KXV��HYHQ�WKRXJK�WKH�VLWXDWLRQ�LV�VWLOO�IUDJLOH�DQG�D�JUHDW�GHDO�RI�KDUG�ZRUN�UHPDLQV�WR�EH�GRQH��D�FRUQHU�VHHPV�WR�KDYH�EHHQ�WXUQHG���%\�FRQWUDVW��WKH�VLWXDWLRQ�LQ�,QGRQHVLD�UHPDLQV�GLIILFXOW���6XEVWDQWLDO�SULFH�LQFUHDVHV�DUH�WDNLQJ�SODFH��ODUJH�FRUSRUDWH�DQG�EDQNLQJ�VHFWRU�GLIILFXOWLHV�H[LVW��DQG�WKHUH�DUH�PL[HG�VLJQDOV�DERXW�WKH�IUDPHZRUN�IRU�PRQHWDU\�DQG�H[FKDQJH�UDWH�SROLF\�LQ�WKH�FRQWH[W�RI�GHEDWH�DERXW�D�SRVVLEOH�FXUUHQF\�ERDUG���0RUHRYHU��WKHUH�LV�VWLOO�VNHSWLFLVP�DERXW�,QGRQHVLD¶V�FRPPLWPHQW�WR�DGMXVWPHQW�DQG�UHIRUP�PHDVXUHV�
&��)DFWRUV�%HKLQG�WKH�&ULVLV

7KH�(DVW�$VLDQ�FULVLV�OHIW�WKH�ZKROH�ZRUOG�ZRQGHULQJ�ZK\�GLG�LW�RFFXU�DQG�ZKDW�ZDV�EHKLQG�WKLV�H[WUDRUGLQDU\�VHTXHQFH�RI�HYHQWV��$�QXPEHU�RI�H[SODQDWLRQV�HPHUJHG�DQG�WKHUH�PD\�EH�WUXWK�WR�VHYHUDO�RI�WKHP�,W�VHHPV�FOHDU�WKDW�WKH�FULVHV�ZHUH�QRW�HQWLUHO\�WUDGLWLRQDO�EDODQFH�RI�SD\PHQWV�FULVHV��WULJJHUHG�E\�ORRVH�ILVFDO�DQG�PRQHWDU\�SROLFLHV��OHDGLQJ�WR�ODUJH�FXUUHQW�DFFRXQW�GHILFLWV�² H[FHSW�WR�DQ�H[WHQW�LQ�WKH�FDVH�RI�7KDLODQG���7KH�GDWD�RQ�FHQWUDO�
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JRYHUQPHQW�ILVFDO�SRVLWLRQV�LQ�7DEOH����VHH�S���� GRFXPHQWV�D�UHFRUG�RI�ILVFDO�SUXGHQFH�RYHU�WLPH���0RQHWDU\�SROLF\�KDG�VXFFHVVIXOO\�DFKLHYHG�ORZ�LQIODWLRQ���7KHUH�DUH�VRPH�FDYHDWV�WR�WKLV�MXGJPHQW�EXW�WKH�RYHUDOO�DVVHVVPHQW�ZRXOG�QRW�EH�FKDQJHG�E\�WKHP�7KH�ZHDNQHVVHV�RI�WKH�EXVLQHVV�VHFWRU�UHSUHVHQWHG�DQ�LPSRUWDQW�IDFWRU�WKDW�FRQWULEXWHG�WR�WKH�FULVLV���0DQ\�EXVLQHVVHV�HQJDJHG�LQ�H[WHQVLYH�XQKHGJHG�IRUHLJQ�FXUUHQF\�ERUURZLQJ���2QFH�WKH�H[FKDQJH�UDWH�SHJV�IHOO DQG�FXUUHQFLHV�GHFOLQHG��EXVLQHVVHV�ZHUH�H[SRVHG�WR�ULVLQJ�ORVVHV���0RUHRYHU��DFFRXQWLQJ�DQG�UHSRUWLQJ�VWDQGDUGV�ZHUH�OD[�DQG�EDQNUXSWF\�SURFHGXUHV�ZHUH�QRW�ZHOO�HVWDEOLVKHG�$QRWKHU�IDFWRU�LV�WKDW�WKH�SUREOHPV�LQ�EDQNLQJ�DQG�ILQDQFLDO�V\VWHPV�ZHUH�FHQWUDO���7KH�SUH�FULVLV�SHULRG�ZDV�RQH�RI�ILQDQFLDO�H[FHVV��ZLWK�ODUJH�FDSLWDO�LQIORZV�LQWHUPHGLDWHG�WKURXJK�ZHDN�ILQDQFLDO�V\VWHPV���/DUJH�DPRXQWV�RI�ORDQHG�PRQH\�ZHQW�WR�ZHOO�FRQQHFWHG�LQGLYLGXDOV�WR�VXSSRUW�DFWLYLWLHV�ZLWK�ORZ�UDWHV�RI�UHWXUQ���.UXJPDQ�VHHV�WKH�FULVLV�DV�EURXJKW�RQ�E\�ILQDQFLDO�H[FHVV�� ,Q�KLV�H[SRVLWLRQ��LPSOLFLW�RU�H[SOLFLW�JRYHUQPHQW�JXDUDQWHHV�WR�ILQDQFLDO�LQVWLWXWLRQV�IXHOHG�D�VXUJH�LQ�OHQGLQJ��OHDGLQJ�WR�LQIODWLRQ�RI�DVVHW�SULFHV���2QFH�DVVHW�SULFHV�EHJDQ�WR�GHFOLQH��WKH�ZHDNQHVVHV RI�ILQDQFLDO�LQVWLWXWLRQV�EHFDPH�DSSDUHQW���6WRFN�SULFHV�GHFOLQHG��EDQNV�ZHUH�XQGHU�SUHVVXUH�DQG�IRUHLJQ�LQYHVWRUV�EHJDQ�WR�ZLWKGUDZ�WKHLU�PRQH\���)URP�WKLV�SHUVSHFWLYH��WKH�FULVLV�LV�VHHQ�DV�DQ�LQWHUQDWLRQDO�EDQNLQJ�SDQLF�����������������������������,Q�DGGLWLRQ��DQ�LQIOH[LEOH�DSSURDFK�WR�H[FKDQJH�UDWH�SROLF\�DQG�WKH�UHOXFWDQFH�WR�WLJKWHQ�PRQHWDU\�SROLF\�LQ�WKH�HDUO\�VWDJHV�ZHUH�DOVR�LPSRUWDQW�IDFWRUV���2QH�OHVVRQ�WR�EH�OHDUQW�IURP�WKLV�FULVLV�LV�WKDW�H[LW�IURP�D�SHJJHG�H[FKDQJH�UDWH�UHJLPH�LV�EHVW�XQGHUWDNHQ�HDUO\��ZKHUHDV�H[LW�LQ�WKH�IDFH�RI�VSHFXODWLYH�SUHVVXUH�DQG�ORVV�RI�IRUHLJQ�UHVHUYHV�FDQ�EHFRPH�GLVRUGHUO\���)RU�H[DPSOH��LQYHVWRUV�ZHUH�SUHVHQWHG�ZLWK�D�RQH�ZD\�EHW�LQ�WKH�FDVH�RI�7KDLODQG��VHHLQJ�WKDW�GHYDOXDWLRQ�ZDV�LQHYLWDEOH�7KH�FULVLV PD\�DOVR�KDYH�KDG�VRPH�HOHPHQWV�RI�D�VR�FDOOHG�µGLVRUGHUO\�ZRUNRXW¶���,Q�WKLV�IUDPHZRUN��D�GLVRUGHUO\�ZRUNRXW�WDNHV�SODFH�ZKHQ�ERUURZHU�GLIILFXOWLHV�SURPSW�D�UDFH�DPRQJ�FUHGLWRUV�WR�JHW�WKHLU�PRQH\�RXW�RI�D�FRPSDQ\�RU�D�FRXQWU\���7KH�PDVVLYH�HIIRUWV�XQGHUWDNHQ�VLQFH�'HFHPEHU������WR�FRRUGLQDWH�LPSURYHG�UROORYHU�SHUIRUPDQFH�E\�LQWHUQDWLRQDO�EDQNV�YLV�j�YLV�.RUHD�UHSUHVHQW�RQH�ZD\�WR�DGGUHVV�WKLV�SUREOHP��,QWHUQDWLRQDO�GHYHORSPHQWV�DOVR�FOHDUO\�SOD\HG�D�UROH���7KH�GROODU�ZDV�ULVLQJ�DQG�WKH�FRPSHWLWLYHQHVV�RI�$VLDQ�FXUUHQFLHV�OLQNHG�WR�WKH�GROODU�ZDV�GHWHULRUDWLQJ��
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0RUHRYHU��WKH�FXUUHQW�DFFRXQW�GHILFLW�ZLGHQHG�WR���SHUFHQW�RI�*'3�LQ�7KDLODQG�LQ�������WR���SHUFHQW�LQ�.RUHD�DQG�WR������SHUFHQW�LQ�,QGRQHVLD���7KHVH�GHILFLWV�ZHUH�ILQDQFHG�WR�D�VXEVWDQWLDO�H[WHQW�E\�VKRUW�WHUP�UHYHUVLEOH�FDSLWDO�LQIORZV���,Q�7KDLODQG��SULYDWH�FDSLWDO�IORZV�QHW�RI�IRUHLJQ�GLUHFW�LQYHVWPHQW��)',��DQG�SRUWIROLR�IORZV�DPRXQWHG�WR����SHUFHQW�RI�*'3�LQ������DQG�����SHUFHQW�LQ�������VHH�WDEOH����S�������WKLV�FDWHJRU\�LQWHU�DOLD�FRYHUV�EDQN�IORZV���,Q�.RUHD��VXFK�LQIORZV�DPRXQWHG�WR�����SHUFHQW�RI�*'3�LQ������DQG���SHUFHQW�LQ�������,Q�,QGRQHVLD��WKHVH�LQIORZV�DPRXQWHG�WR���SHUFHQW�RI�*'3�LQ������DQG���� SHUFHQW�LQ��������&RXQWU\�DXWKRULWLHV�PD\�QRW�KDYH�DSSUHFLDWHG�KRZ�SXQLVKLQJ�PDUNHW�GLVFLSOLQH�FRXOG�EH�DQG�KRZ�TXLFNO\�WKH�WLGH�FRXOG�WXUQ���7KH�VL]H�RI�WKH�VZLQJ�LQ�FDSLWDO�IORZV�ZDV�UHPDUNDEOH���)RU�7KDLODQG��QHW�SULYDWH�FDSLWDO�LQIORZV�DPRXQWHG�WR�����SHUFHQW�RI�*'3�LQ������DQG�VKLIWHG�WR�RXWIORZV�RI�����SHUFHQW�RI�*'3�LQ������² D�VZLQJ�RI����SHUFHQW�RI�*'3�LQ�D�\HDU���)RU�,QGRQHVLD��QHW�SULYDWH�FDSLWDO�LQIORZV�ZHUH���SHUFHQW�RI�*'3�LQ������DQG�����SHUFHQW�LQ������² D�VZLQJ�RI�����SHUFHQW�RI�*'3���,Q�WKH�QHZ�ZRUOG�RI�JOREDOL]HG�FDSLWDO�LQIORZV��SROLF\�ZHDNQHVVHV�FDQ�EH�SXQLVKHG�VHYHUHO\�DQG�TXLFNO\���&RUUHVSRQGLQJO\��SROLF\�UHVSRQVHV�QHHG�WR�EH�VWURQJ��FUHGLEOH�DQG�VZLIW�'HVSLWH�WKH�FULVLV��WKH�EHQHILWV�RI�JOREDOL]HG�LQWHUQDWLRQDO�FDSLWDO�PDUNHWV�UHPDLQ�FOHDU���5HFLSLHQW�FRXQWULHV�JDLQ�IURP�WDSSLQJ�WKH�SRRO�RI�JOREDO�VDYLQJV�WR�ILQDQFH�LQYHVWPHQW�DQG�VXSSRUW�JURZWK�RI�RXWSXW�DQG�OLYLQJ�VWDQGDUGV���,QYHVWRUV�EHQHILW�IURP�D�ZLGHU�UDQJH�RI�LQYHVWPHQW�RSSRUWXQLWLHV�DQG�KLJKHU�UHWXUQV���7KH�UDSLG�JURZWK�LQ�$VLDQ�HFRQRPLHV�LQ�UHFHQW�GHFDGHV�XQGHUVFRUHV�WKH�ORQJ�UXQ�EHQHILWV�WR�UHFLSLHQW�FRXQWULHV�RI�LPSURYHG�DFFHVV�WR�LQWHUQDWLRQDO�FDSLWDO�PDUNHWV���7KH�PDJQLWXGH�DQG�VSHHG�RI�PRYHPHQW�RI�FDSLWDO�IORZV��KRZHYHU��KDYH�EHHQ�DPRQJ�WKH�FRPSOLFDWLQJ�IDFWRUV�LQ�UHFHQW�PRQWKV�3HUKDSV�RQH�LPSRUWDQW�SRLQW�WR�QRWH�LV�WKDW�WKH�FULVLV�ZDV�QRW�SUHGLFWHG�E\�PRVW�PDUNHW�SDUWLFLSDQWV�DQG�DQDO\VWV���&DSLWDO�IORZV�FRQWLQXHG�YLUWXDOO\�XQDEDWHG�XQWLO�WKH�GDZQ�RI�WKH�FULVLV���5LVN�SUHPLD��RU�WKH�VSUHDGV�RYHU�86�WUHDVXULHV�IRU�WKH�ERUURZLQJV�RI�WKHVH�FRXQWULHV�GLG�QRW�VKRZ�PXFK�LQFUHDVH�XQWLO��WKH�EHJLQQLQJ�RI�WKH�FULVLV���&RXQWU\�FUHGLW�UDWLQJV��ZKLFK�DUH�VXSSRVHG�WR�DOHUW�FUHGLWRUV�WR�LQFUHDVLQJ�VRYHUHLJQ�ULVN��DOVR�UHDFWHG�WR�WKH�FULVLV�UDWKHU�WKDQ�SUHGLFWHG�LW���7UDGLWLRQDO�ZDUQLQJ�VLJQDOV�²VXFK�DV�FXUUHQW�DFFRXQW�GHILFLWV��RYHUYDOXHG�H[FKDQJH�UDWHV�DQG�H[SRUW�JURZWK�² JDYH�
� .UXJPDQ��������
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VRPH�UHDVRQV�IRU�FRQFHUQ�EXW�WKH\�ZHUH�PXWHG���6RPH�REVHUYHUV�KDYH�DUJXHG�WKDW�WKH�XQDQWLFLSDWHG�QDWXUH�RI�WKH�FULVLV�OHG�WR�DQ�RYHUUHDFWLRQ�ZKHQ�LW�EHJDQ�DQG�WKDW�RYHUUHDFWLRQ�PD\�KDYH�FDXVHG�WKH�FULVLV�WR�GHHSHQ�
'��7KH�,0)�VXSSRUWHG�(FRQRPLF�3URJUDPV�

)LUVW��VRPH�EDVLF�SULQFLSOHV�QHHGV�WR�EH�XQGHUOLQHG���x $�VRXQG�PDFURHFRQRPLF�SROLF\�IUDPHZRUN�SURPRWHV�JURZWK�E\�NHHSLQJ�LQIODWLRQ�ORZ��WKH�EXGJHW�GHILFLW�VPDOO��DQG�WKH�FXUUHQW�DFFRXQW�VXVWDLQDEOH�x /DUJH�FXUUHQW�DFFRXQW�GHILFLWV�VXFK�DV�WKRVH�RI�7KDLODQG�DQG�.RUHD�LQ������VKRXOG�EH�D�FDXVH�IRU�FRQFHUQ���$V�WKH�FDVH�RI�,QGRQHVLD�LOOXVWUDWHV��HYHQ�D�VPDOOHU�FXUUHQW�DFFRXQW�GHILFLW�LQ�WKH�UDQJH�RI���WR���SHUFHQW�RI�*'3�FDQ�EH�SUREOHPDWLF�x &XUUHQW�DFFRXQW�GHILFLWV�ILQDQFHG�E\�ORQJHU�WHUP ERUURZLQJ�WHQG�WR�EH�PRUH�VXVWDLQDEOH��GHILFLWV�ILQDQFHG�E\�VKRUW�WHUP�FDSLWDO�IORZV�FDQ�PHDQ�WURXEOH�x /DUJH�VKRUW�WHUP�IRUHLJQ�FXUUHQF\�OLDELOLWLHV�DUH�SUREOHPDWLF�
5HIRUP�0HDVXUHV:KLOH�ILVFDO�SROLF\�PD\�QRW�KDYH�EHHQ�WKH�SUR[LPDWH�FDXVH�RI�WKH�FULVLV��ILVFDO�WLJKWHQLQJ�KDV�WR�EH�SDUW�RI�WKH�VROXWLRQ���0HDVXUHV�WR�FXUE�ILVFDO�GHILFLWV�KDYH�EHHQ�LPSOHPHQWHG�ERWK�WR�KHOS�HQVXUH�WKH�QHFHVVDU\�UHGXFWLRQ�LQ�FXUUHQW�DFFRXQW�GHILFLWV�DQG�DOVR�WR�ILQDQFH�WKH�FRVWV�RI�EDQN�UHVWUXFWXULQJ���7KH�ILVFDO�SURJUDPV�YDU\�IURP�FRXQWU\�WR�FRXQWU\�GHSHQGLQJ�RQ�WKHLU�FLUFXPVWDQFHV���,Q�7KDLODQG��WKH�LQLWLDO�ILVFDO�DGMXVWPHQW�DPRXQWHG�WR�VRPH�����SHUFHQW�RI�*'3��LQ�.RUHD�WR�����SHUFHQW�RI�*'3�DQG�LQ�,QGRQHVLD�WR���SHUFHQW�RI�*'3���$V�HYHQWV�KDYH�XQIROGHG��WKH�VORZGRZQ�LQ�HFRQRPLF�DFWLYLW\�LV�WXUQLQJ�RXW�WR�EH�ODUJHU�WKDQ�LQLWLDOO\�HQYLVDJHG��ZKHUHDV�FXUUHQW�DFFRXQW�SRVLWLRQV�DUH�LPSURYLQJ�PRUH�UDSLGO\�WKDQ�H[SHFWHG���6ORZHU�DFWLYLW\�KDV�PHDQW�WKDW�ILVFDO�UHYHQXH�LV�WHQGLQJ�WR�IDOO�VKRUW�RI�WKH�WDUJHW�LQ�VRPH�FDVHV���$JDLQVW�WKLV�EDFNJURXQG�² DQG�ZLWK�LPSURYHPHQWV�LQ�H[WHUQDO�SRVLWLRQV�² WKH�,0)�KDV�QRW�JHQHUDOO\�SUHVVHG�IRU�IXUWKHU�ILVFDO�WLJKWHQLQJ�WR�RIIVHW�UHYHQXH�VKRUWIDOOV���5DWKHU�WKHUH�KDYH�EHHQ�VRPH�DGMXVWPHQWV�LQ�ILVFDO�WDUJHWV�LQ�UHVSRQVH�WR�HYHQWV�0RQHWDU\�SROLF\�KDV�EHHQ�WLJKWHQHG�ZLWK�VXEVWDQWLDO�LQFUHDVHV�LQ�VKRUW�WHUP�LQWHUHVW�UDWHV��6RPH�FULWLFV�KDYH�DUJXHG�WKDW�LQWHUHVW�UDWHV�KLNHV�KDYH�PDGH�PDWWHUV�ZRUVH��H[DFHUEDWLQJ�WKH�SUREOHPV�RI�WKH�EXVLQHVV�DQG�EDQNLQJ�VHFWRUV���7KHVH�DGYHUVH�HIIHFWV�DUH�WKHUH��EXW LQ�DQ�HQYLURQPHQW�RI�FXUUHQF\�FULVLV��FDSLWDO�RXWIORZV�FDQQRW�EH�VWRSSHG�
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E\�ORZHULQJ�LQWHUHVW�UDWHV���7KH�FRXQWULHV�WKDW�KDYH�EHHQ�PRVW�VXFFHVVIXO�LQ�VTXHOFKLQJ�VSLOORYHU�HIIHFWV�IURP�WKH�$VLDQ�FULVLV�² VXFK�DV�%UD]LO�² KDYH�UDLVHG�LQWHUHVW�UDWHV�VKDUSO\�DQG�SURPSWO\�DV�VRRQ�DV�SUHVVXUHV�ZHUH�GHWHFWHG�5HIRUPV�RI�WKH�EDQNLQJ�DQG�ILQDQFLDO�V\VWHPV�DUH�DOVR�HVVHQWLDO���6WURQJ�XS�IURQW�DFWLRQ�ZDV�QHHGHG�WR�SXW�ILQDQFLDO�V\VWHPV�RQ�D�VRXQGHU�IRRWLQJ�TXLFNO\���,QVROYHQW�LQVWLWXWLRQV�KDYH�EHHQ�FORVHG�GRZQ��JHQHUDOO\�ZLWK�VRPH�SURWHFWLRQ�IRU�GHSRVLWRUV�DQG�FUHGLWRUV���2WKHU�ILQDQFLDO�LQVWLWXWLRQV�KDG�WR�FRPH�XS�ZLWK�UHVWUXFWXULQJ�SODQV�DQG�WR�FRPSO\��RYHU�WLPH��ZLWK�LQWHUQDWLRQDO�EHVW�SUDFWLFH��LQ�WHUPV�RI�DFFRXQWLQJ�SUDFWLFHV��GLVFORVXUH�UXOHV�DQG�FDSLWDO�DGHTXDF\���$W�WKH�VDPH�WLPH��PHDVXUHV�WR�LPSURYH�ILQDQFLDO�VHFWRU�VXSHUYLVLRQ�DQG�UHJXODWLRQ�DUH�XQGHUZD\���6RPH�FULWLFV�KDYH�DUJXHG�WKDW��E\�LQVLVWLQJ�RQ�VXFK�VWHSV�DW�D�WLPH�RI�IUDJLOLW\��WKH�,0)�PD\�KDYH�H[DFHUEDWHG�WKH�SUREOHP���1HYHUWKHOHVV��WKH�DOWHUQDWLYH�RI�DOORZLQJ�LQVROYHQW�LQVWLWXWLRQV�WR�FRQWLQXH�WR�RSHUDWH�DQG�WR�DFFXPXODWH�VWLOO�ODUJHU�ORVVHV�ZRXOG�QRW�KDYH�EHHQ�D�VROXWLRQ�DW�DOO���:LWK�WKH�EHQHILW�RI�KLQGVLJKW��LW�ZRXOG�KDYH�EHHQ�EHWWHU�IRU�FRXQWULHV�WR�DGGUHVV�ILQDQFLDO�VHFWRU�ZHDNQHVVHV�ZKHQ�HFRQRPLF�WLPHV�ZHUH�JRRG���%XW�WKLV�ZDV�QRW�GRQH�DQG��DV�ILQDQFLDO�ZHDNQHVVHV�LQWHQVLILHG��WKH�DXWKRULWLHV�ZHUH�OHIW�ZLWK�IHZ�DWWUDFWLYH�RSWLRQV�7KH�HFRQRPLF�SURJUDPV�FRQWDLQ�RWKHU�LPSRUWDQW�UHIRUP�PHDVXUHV�WDLORUHG�WR�FRXQWU\�VSHFLILF�FLUFXPVWDQFHV� 7KHVH�LQFOXGH�PHDVXUHV�WR�LQFUHDVH�FRUSRUDWH�WUDQVSDUHQF\��LPSURYH�WKH�WUDQVSDUHQF\�RI�JRYHUQPHQW�DFFRXQWV�DQG�RIILFLDO�VWDWLVWLFV��DQG�WR�FUHDWH�D�PRUH�OHYHO�SOD\LQJ�ILHOG�IRU�SULYDWH�DFWLYLW\�E\�EUHDNLQJ�GRPHVWLF�DQG�LPSRUW�PRQRSROLHV�DQG�RSHQLQJ�JRRGV DQG�ILQDQFLDO�PDUNHWV�WR�IRUHLJQ�SDUWLFLSDQWV��7KHVH�UHIRUP�SURJUDPV�KDYH�EHHQ�VXSSRUWHG�E\�H[WHQVLYH�ILQDQFLQJ�IURP�WKH�,0)�WKH�:RUOG�%DQN��WKH�$VLDQ�'HYHORSPHQW�%DQN�DQG�WKH�UHVW�RI�WKH�LQWHUQDWLRQDO�FRPPXQLW\��)RU�.RUHD��WKH�VWDQG�E\�ZDV�DSSURYHG�RQ�'HFHPEHU����������IRU�D�WRWDO�RI�����ELOOLRQ���7KH�WRWDO�ILQDQFLQJ�SDFNDJH�IURP�WKH�PXOWLODWHUDO�DJHQFLHV�DPRXQWV�WR�����ELOOLRQ��UHIOHFWLQJ�����ELOOLRQ�RI�:RUOG�%DQN�ILQDQFLQJ�DQG����ELOOLRQ�IURP�WKH�$VLDQ�'HYHORSPHQW�%DQN���:LWK�WKH�VHFRQG�OLQH�RI�GHIHQVH������ELOOLRQ��WKH�SDFNDJH�UHDFKHV�D�WRWDO�RI�����ELOOLRQ���7RWDO�,0)�GLVEXUVHPHQWV�VR�IDU�DPRXQW�WR�����ELOOLRQ�

� 'HWDLOHG�LQIRUPDWLRQ�RQ�WKH�HFRQRPLF�PHDVXUHV�LQ�.RUHD��,QGRQHVLD�DQG�7KDLODQG�FDQ�EH�IRXQG�LQ�WKH�FRXQWULHV¶�OHWWHUV�RI�LQWHQW�IRU�,0)�VXSSRUWHG�SURJUDPV��QRZ�DYDLODEOH�RQ�WKH�,0)�ZHEVLWH��ZZZ�LPI�RUJ��



(&(6�:3����8O�+DTXH�����

��

7KDLODQG¶V�VWDQG�E\�SURJUDP�IRU�DERXW����ELOOLRQ�ZDV�DSSURYHG�RQ�$XJXVW������������3XUFKDVHV�VR�IDU�DPRXQW�WR������ELOOLRQ�DQG�D�WKLUG�SXUFKDVH�LV�H[SHFWHG�VRRQ��DIWHU�,0)¶V�%RDUG�FRQVLGHUDWLRQ�RI�D�SURJUDP�UHYLHZ�VFKHGXOHG�IRU�0DUFK���������,QGRQHVLD¶V�VWDQG�E\�IRU�VRPH�����ELOOLRQ�ZDV�DSSURYHG�RQ�1RYHPEHU�����������7RWDO�PXOWLODWHUDO�ILQDQFLQJ�ZDV�WR�DPRXQW�WR�����ELOOLRQ���,QFOXGLQJ�WKH�VHFRQG�OLQH�RI�GHIHQVH VXSSRUW��WKH�WRWDO�ILQDQFLQJ�SDFNDJH�UHDFKHG�����ELOOLRQ���7KH�RQO\�SXUFKDVH�VR�IDU�DPRXQWHG�WR����ELOOLRQ��
&ULWLFLVP�RI�,0)�VXSSRUWHG�0HDVXUHV&ULWLFLVP�RI�,0)¶V�HIIRUWV�KDYH�FRPH�IURP�DOO�VLGHV��(YHQ�WKRXJK�WKH�ILVFDO SURJUDPV�YDULHG�IURP�FRXQWU\�WR�FRXQWU\�GHSHQGLQJ�RQ�WKH�SHUFHLYHG�QHHGV�RI�WKH�FRVW�RI�UHVWUXFWXULQJ�DQG�WKH�QHHG�WR�FRQWURO�WKH�FXUUHQW�DFFRXQW��RQH�FULWLFLVP�KDV�EHHQ�WKDW�WKH�)XQG�LV�ULJLG�LQ�LWV�DSSURDFK�WR�ILVFDO�SROLF\���6RPH�REVHUYHUV�KDYH�DGYRFDWHG�PRUH�H[SDQVLRQDU\�ILVFDO�SURJUDPV�WR�RIIVHW�WKH�LQHYLWDEOH�VORZGRZQ�LQ�HFRQRPLF�JURZWK���7KH�EDODQFH�KHUH�LV�D�ILQH�RQH���$V�DOUHDG\�QRWHG��DW�WKH�RXWVHW�RI�WKH�FULVLV��FRXQWULHV�QHHGHG�WR�ILUP�WKHLU�ILVFDO�SRVLWLRQV�LQ�RUGHU�WR�GHDO�ERWK�ZLWK�WKH�IXWXUH�FRVWV�RI�ILQDQFLDO�UHVWUXFWXULQJ�DQG�² GHSHQGLQJ�RQ�WKH�EDODQFH�RI�SD\PHQWV�VLWXDWLRQ�² WKH�QHHG�WR�UHGXFH�WKH�FXUUHQW�DFFRXQW�GHILFLW���%H\RQG�WKDW��LI�WKH�HFRQRPLF�VLWXDWLRQ�ZRUVHQV��WKH�,0)�JHQHUDOO\�DJUHHV�ZLWK�WKH�FRXQWU\�WR�OHW�DXWRPDWLF�VWDELOL]HUV�ZRUN�DQG�WKH�GHILFLW�WR�ZLGHQ�VRPHZKDW���1HYHUWKHOHVV��WKH�,0)�FDQQRW�UHPDLQ�LQGLIIHUHQW�WR�WKH�OHYHO�RI�WKH�ILVFDO�GHILFLW��SDUWLFXODUO\�VLQFH�D�FRXQWU\�LQ�FULVLV�W\SLFDOO\�KDV�RQO\�OLPLWHG�DFFHVV�WR�ERUURZLQJ�DQG�WKH�DOWHUQDWLYH�RI�SULQWLQJ�PRQH\�ZRXOG SRWHQWLDOO\�EH�GLVDVWURXV�LQ�WKHVH�FLUFXPVWDQFHV���7KXV��WKH�)XQG�DGRSWHG�D�IOH[LEOH�DSSURDFK�LQ�RUGHU�WR�DGMXVW�ILVFDO�WDUJHWV�DV�HYHQWV�XQIROGHG�$�VHFRQG�FULWLFLVP�KDV�EHHQ�WKDW�WKH�)XQG�UDLVHG�LQWHUHVW�UDWHV�PRUH�WKDQ�QHHGHG���%\�WKH�WLPH�WKHVH�FRXQWULHV�DSSURDFKHG�WKH�,0)��WKH�YDOXH�RI�WKHLU�FXUUHQFLHV�ZDV�SOXPPHWLQJ��DQG�LQ�WKH�FDVH�RI�7KDLODQG�DQG�.RUHD��UHVHUYHV�ZHUH�SHULORXVO\�ORZ���7KXV��WKH�ILUVW�RUGHU�RI�EXVLQHVV�ZDV��DQG�VWLOO�LV��WR�UHVWRUH�FRQILGHQFH�LQ�WKH�FXUUHQF\���7R�UHYHUVH�WKLV�SURFHVV��FRXQWULHV�KDYH�WR�PDNH�LW�PRUH�DWWUDFWLYH�WR�KROG�GRPHVWLF�FXUUHQF\��ZKLFK�PHDQV�WHPSRUDULO\�UDLVLQJ�LQWHUHVW�UDWHV��HYHQ�LI�WKLV�FRPSOLFDWHV�WKH�VLWXDWLRQ�RI�ZHDN�EDQNV�DQG�FRUSRUDWLRQV���7KLV�LV�D�NH\�OHVVRQ�IURP�WKH�µWHTXLOD�FULVLV¶�RI���������LQ /DWLQ�$PHULFD��DV�ZHOO�DV�IURP�WKH�PRUH�UHFHQW�H[SHULHQFHV�RI�%UD]LO��+RQJ�.RQJ��DQG�WKH�&]HFK�5HSXEOLF��DOO�RI�ZKLFK�KDYH�IHQGHG�RII�DWWDFNV�RQ�WKHLU�
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FXUUHQFLHV�RYHU�WKH�SDVW�IHZ�PRQWKV�ZLWK�D�WLPHO\�DQG�IRUFHIXO�WLJKWHQLQJ�RI�LQWHUHVW�UDWHV�DORQJ�ZLWK�RWKHU�VXSSRUWLQJ�SROLF\�PHDVXUHV���2QFH�FRQILGHQFH�LV�UHVWRUHG��LQWHUHVW�UDWHV�VKRXOG�UHWXUQ�WR�PRUH�QRUPDO�OHYHOV���,Q�DGGLWLRQ��FRPSDQLHV�ZLWK�VXEVWDQWLDO�IRUHLJQ�FXUUHQF\�GHEWV�DUH�OLNHO\�WR�VXIIHU�IDU�PRUH�IURP�D�ORQJ��VWHHS�VOLGH�LQ�WKH�YDOXH�RI�WKHLU�GRPHVWLF�FXUUHQF\�WKDQ�IURP�D�WHPSRUDU\�ULVH�LQ�GRPHVWLF�LQWHUHVW�UDWHV���0RUHRYHU��ZKHQ�LQWHUHVW�UDWH�DFWLRQ�LV�GHOD\HG��FRQILGHQFH�FRQWLQXHV�WR�HURGH���7KXV��WKH�LQFUHDVH�LQ�LQWHUHVW�UDWHV�QHHGHG�WR�VWDELOL]H�WKH�VLWXDWLRQ�LV�OLNHO\�WR�EH�IDU�ODUJHU�WKDQ LI�GHFLVLYH�DFWLRQ�KDG�EHHQ�WDNHQ�DW�WKH�RXWVHW���,QGHHG��WKH�UHOXFWDQFH�WR�WLJKWHQ�LQWHUHVW�UDWHV�LQ�D�GHWHUPLQHG�ZD\�DW�WKH�EHJLQQLQJ�KDV�EHHQ�RQH�RI�WKH�IDFWRUV�SHUSHWXDWLQJ�WKH�FULVLV���+LJKHU�LQWHUHVW�UDWHV�VKRXOG�DOVR�HQFRXUDJH�WKH�FRUSRUDWH�VHFWRU�WR�UHVWUXFWXUH�LWV�ILQDQFLQJ�DZD\�IURP�GHEW�DQG�WRZDUGV�HTXLW\��ZKLFK�ZLOO�EH�PRVW�ZHOFRPH�LQ�VRPH�FDVHV��VXFK�DV�.RUHD��,W�VKRXOG�DOVR�EH�QRWHG�WKDW�QR�FXUUHQF\�FULVLV�KDV�HYHU�EHHQ�VROYHG�E\�NHHSLQJ�LQWHUHVW�UDWHV�ORZ���(YHQWV�LQ�WKH�HDUO\�SDUW�RI�WKH�FULVLV�VXJJHVW�WKDW�KHVLWDQF\�LQ�UDLVLQJ�VKRUW�WHUP�LQWHUHVW�UDWHV�ZDV�SDUW�RI�WKH�SUREOHP�$�WKLUG�FULWLFLVP�KDV�EHHQ�WKDW�WKH�,0)�SUHPDWXUHO\�UHFRPPHQGHG�WKDW�EDQNV�EH�FORVHG�GRZQ���,W�ZRXOG�EH�D�PLVWDNH��KRZHYHU��WR�DOORZ�FOHDUO\�EDQNUXSW�EDQNV�WR�UHPDLQ�RSHQ��DV�WKLV�ZRXOG�EH�D�UHFLSH�IRU�SHUSHWXDWLQJ�WKH�UHJLRQ¶V�ILQDQFLDO�FULVLV��QRW�UHVROYLQJ�LW���7KH�EHVW�FRXUVH�LV�WR�UHFDSLWDOL]H�RU�FORVH�LQVROYHQW�EDQNV��SURWHFW�VPDOO�GHSRVLWRUV��DQG�UHTXLUH�VKDUHKROGHUV�WR�WDNH�WKHLU�ORVVHV��$W�WKH�VDPH�WLPH��EDQNLQJ�UHJXODWLRQ�DQG�VXSHUYLVLRQ�PXVW�EH�LPSURYHG��2I�FRXUVH��WKH�)XQG�WDNHV�LQGLYLGXDO�FRXQWU\�FLUFXPVWDQFHV�LQWR�DFFRXQW�LQ�GHFLGLQJ�KRZ�TXLFNO\�WKLV�FDQ�EH�DFFRPSOLVKHG�)RXUWK��WKHUH�LV�WKH�PRUDO�KD]DUG�FULWLFLVP��7KH�DUJXPHQW�LV�WKDW�,0)�SURJUDPV�PD\�HQFRXUDJH�LPSUXGHQW�EHKDYLRU�E\�JRYHUQPHQWV�² EHFDXVH�LI�HYHQWV�WXUQ�VRXU��DQ�,0)�SURJUDP�FDQ�KHOS�RXW�² RU�E\�LQWHUQDWLRQDO�LQYHVWRUV��ZKR�PD\�QRW�VXIILFLHQWO\�DSSUDLVH�LQYHVWPHQW�ULVN��DVVXPLQJ�WKDW�WKH\�ZLOO�EH�PDGH�ZKROH�DIWHU�,0)�LQWHUYHQWLRQ��7KH�ILUVW�SRLQW�LV�XQOLNHO\��WKLV�LV�EHFDXVH�FRPLQJ�WR�WKH�,0)�LV�QRW�DQ�HDV\�ZD\�RXW�IRU�FRXQWULHV���7KH�VHFRQG�SRLQW�LV�HYHQ�PRUH�SUREOHPDWLF�EHFDXVH�WKH�GHFOLQH�LQ�$VLDQ�HTXLW\�PDUNHWV¶�YDOXH�KDV�EHHQ�PDVVLYH�² VWRFNKROGHUV�KDYH�QRW�EHHQ�EDLOHG�RXW���0RUHRYHU��E\�QRZ��WKH�JHQHUDO�PDUNHW�SHUFHSWLRQ�LV�WKDW�LQYHVWPHQW�LQ�HPHUJLQJ�PDUNHW�HFRQRPLHV�LV�QRW�D�ULVN�IUHH�SURSRVLWLRQ�
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)LIWK��WKH�,0)�KDV�EHHQ�FULWLFL]HG�IRU�EHLQJ�VHFUHWLYH���,I�HYHU�WUXH��WKLV�LV�QR�ORQJHU�WKH�FDVH���,0)�PDQDJHPHQW�DQG�VHQLRU VWDII�PDNH�PDQ\�SXEOLF�DSSHDUDQFHV���0LVVLRQV�PHHW�WKH�SULYDWH�VHFWRU��WKH�SUHVV��DQG�WUDGH�XQLRQV���7KH�)XQG¶V�PDQ\�SUHVHQWDWLRQV�RQ�$VLD�DUH�DYDLODEOH�RQ�WKH�,0)�ZHEVLWH���&RXQWULHV�DUH�HQFRXUDJHG�WR�PDNH�WKHLU�OHWWHUV�RI�LQWHQW�SXEOLF��DQG�WKHVH�GRFXPHQWV�DUH�DOVR�SXW�RQ�WKH�)XQG¶V�ZHEVLWH�
(��6RPH�&RQMHFWXUHV

)RU�WKH�FULVLV�DIIHFWHG�HFRQRPLHV��WKH�SROLF\�IUDPHZRUN�VHHPV�FOHDU���0DFURHFRQRPLF�SROLF\�QHHGV�WR�EH�SXW�RQ�D�VRXQG�IRRWLQJ�ZLWK�OLPLWHG�ILVFDO�GHILFLWV��WLJKW�PRQHWDU\�SROLF\�DQG�D�SUDJPDWLF�DSSURDFK�WR�H[FKDQJH�UDWH�PDQDJHPHQW���$WWHQWLRQ�KDV�WR�EH�SDLG�WR�FXUUHQW�DFFRXQW�GHILFLWV�DQG�WKHLU�ILQDQFLQJ�DQG�WR�H[WHUQDO�GHEW��HVSHFLDOO\�LWV�VKRUW�WHUP�FRPSRQHQW���%DQNLQJ�DQG�ILQDQFLDO�VHFWRUV�QHHG�WR�EH�UHKDELOLWDWHG��ZLWK�LQVROYHQW�LQVWLWXWLRQV�FORVHG�DQG�RWKHUV�UHVWUXFWXUHG���/RQJ�VWDQGLQJ�SUDFWLFHV�RI�FRQQHFWHG�OHQGLQJ�QHHG�WR�HQG�DQG�ILQDQFLDO�GHFLVLRQV�KDYH�WR�EH�WDNHQ�RQ�WKH�EDVLV�RI�DQ�DVVHVVPHQW�RI�HFRQRPLF�UHWXUQ�DQG�ULVN���)LQDQFLDO�VXSHUYLVLRQ�DQG�UHJXODWLRQ�KDYH�WR�EH�EURXJKW�WR�WKH�OHYHO RI�LQWHUQDWLRQDO�EHVW�SUDFWLFH�RYHU�WLPH���7KH�WUDQVSDUHQF\�RI�FRUSRUDWH�DQG�JRYHUQPHQW�DFFRXQWV�KDV�WR�EH�LPSURYHG�7KHVH�HYHQWV�SURYLGH�LQVLJKW�LQWR�WKH�ZRUOG�RI�JOREDOL]HG�FDSLWDO�IORZV���7KLV�QHZ�ZRUOG�KDV�PDMRU�EHQHILWV�IRU�UHFLSLHQW�FRXQWULHV�EHFDXVH�LW�HQDEOHV�WKHP�WR�WDS�LQWR�JOREDO�VDYLQJV�LQ�RUGHU�WR�ILQDQFH�LQYHVWPHQW��DOORZLQJ�RXWSXW�DQG�OLYLQJ�VWDQGDUGV�WR�ULVH�PRUH�UDSLGO\�WKDQ�RWKHUZLVH���)XUWKHUPRUH��LQYHVWRUV�JDLQ�IURP�LQFUHDVHG�LQYHVWPHQW�RSSRUWXQLWLHV�DQG�KLJKHU�UHWXUQV���7KH�UDSLG�JURZWK�RI�WKH�$VLDQ�HFRQRPLHV�LQ�WKH�ODVW�WKUHH�GHFDGHV�VXSSRUWV�WKLV�DVVHVVPHQW���%XW�LQ�D�JOREDOL]HG�ZRUOG�HFRQRP\��PDUNHW�GLVFLSOLQH�DJDLQVW�SROLF\�ZHDNQHVVHV�FDQ�EH�ODUJH�DQG�VZLIW�*OREDOL]HG�FDSLWDO�IORZV�PD\�PDNH�FULVHV�OHVV�IUHTXHQW�E\�DOORZLQJ�FRXQWULHV�DFFHVV�WR�SULYDWH�ILQDQFLQJ�DQG�FXVKLRQ�DGMXVWPHQWV��ZKLOH�WDNLQJ�QHFHVVDU\�SROLF\PHDVXUHV��,Q�WKH�QHZ�ZRUOG�RI�JOREDOL]HG�IORZV��KRZHYHU��FULVHV�PD\�GHYHORS�IDVWHU�DQG�EH�ODUJHU�LQ�PDJQLWXGH�ZKHQ�WKH\�GR�RFFXU���$FFHOHUDWLQJ�SULYDWH�VHFWRU�UHVSRQVH�ZRXOG�QRW�EH�DQ�LVVXH�LI�WKH�UHVSRQVH�RI�RWKHU�SOD\HUV�ZHUH�VLPLODUO\�DFFHOHUDWHG���%XW�WKLV�PD\�QRW�DXWRPDWLFDOO\�EH�WKH�FDVH���)RU�H[DPSOH��ZKLOH�FRXQWU\�DXWKRULWLHV�PD\�KDYH�OHVV�WLPH�WR�SUHSDUH�DQG�LPSOHPHQW�GLIILFXOW�PHDVXUHV�LQ UHVSRQVH�WR�HPHUJLQJSUHVVXUHV��WKH\ LQHYLWDEO\�WDNH�WLPH�WR�GHYHORS�WKH�QHFHVVDU\�GRPHVWLF�FRQVHQVXV���,Q�WKH�VDPH�YHLQ��RWKHU�DFWRUV�QRZ�KDYH�OHVV�WLPH�WR�SUHSDUH�WKHLU�RZQ�UHVSRQVHV���7KH�
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,0)�KDV�KDG�WR�VWUHDPOLQH�QHJRWLDWLRQV�DQG�SURFHGXUHV�LQ�RUGHU�WR�UHVSRQG�LQ�D�WLPHO\IDVKLRQ���7KH�:RUOG�%DQN�DQG�WKH�$VLDQ�'HYHORSPHQW�%DQN�KDYH�DOVR�KDG�WR�PRYH�IDVW�0DQ\�REVHUYHUV�KDYH�EHHQ�VXUSULVHG�E\�WKH�VKHHU�VL]H�RI�FXUUHQF\�PRYHPHQWV�LQ�WKLV�FULVLV���7KH�'RUQEXVFK�PRGHO�LQGLFDWHV�WKDW�H[FKDQJH�UDWHV�FDQ�RYHUVKRRW�WKHLU�ORQJ�UXQ�HTXLOLEULXP�YDOXHV��EHFDXVH�RI�WKH�DV\PPHWU\�VWHPPLQJ�IURP�GLIIHUHQW�VSHHGV�RI�DGMXVWPHQW�EHWZHHQ�IOH[LEOH�DVVHW�SULFHV�DQG�VWLFN\�JRRGV�SULFHV�� ,I�FXUUHQF\�PDUNHWV�QRZ�DGMXVW�IDVWHU��ZKLOH�JRRGV�PDUNHWV�UHPDLQ�VWLFN\��WKHQ�WKLV�DV\PPHWU\�PD\�EH�ODUJHU�DQG�WKH�H[WHQW�RI�H[FKDQJH�UDWH�RYHUVKRRWLQJ�FRXOG�EH�JUHDWHU�7KLV�FULVLV�XQGHUVFRUHV�WKH�QHHG�IRU�VHTXHQFLQJ�UHIRUPV���7KHUH�DUH�GDQJHUV�LQ�OLEHUDOL]LQJ�FDSLWDO�PRYHPHQWV�LQ�DQ�HFRQRP\�LQ�ZKLFK�WKH�PDFURHFRQRPLF�IUDPHZRUN�DQG�WKH�ILQDQFLDO�VHFWRU DUH�ZHDN���7KHUH�LV�WKXV�D�FDVH�IRU�SKDVLQJ�OLEHUDOL]DWLRQ��SD\LQJ�GXH�UHJDUG�WR�WKH�FRXQWU\¶V�PDFURHFRQRPLF�DQG�H[WHUQDO�VLWXDWLRQ��WKH�GHYHORSPHQW�RI�LWV�PDUNHWV�DQG�LQVWLWXWLRQV��DQG�WKH�LPSDFW�RI�H[LVWLQJ�FRQWUROV���:LWKRXW�FRRUGLQDWLRQ�RI�FDSLWDO�DFFRXQW�OLEHUDOL]DWLRQ�DQG�ILQDQFLDO�VHFWRU�UHIRUPV��WKHUH�PD\�EH�UHJXODWRU\�GLVWRUWLRQV�DQG�UHJXODWRU\�LQFHQWLYHV�IRU�FDSLWDO�PRYHPHQWV��XQUHODWHG�WR�XQGHUO\LQJ�HFRQRPLF�FRQGLWLRQV���%RWK�IDFWRUV�FRXOG�ULVN�LQVWDELOLW\�LQ�FDSLWDO�PRYHPHQWV�
)��7KH�5ROH�RI�WKH�,0)

&OHDUO\��GLDJQRVLV�DQG�HDUO\�SUHYHQWLRQ�RI�FULVHV�DUH�SUHIHUDEOH�WR�D�FXUH�DIWHU�D�SUREOHP�KDV�EURNHQ�RXW���7R�WKLV�HQG��HIIRUWV�DUH�XQGHUZD\�WR�IXUWKHU�VWUHQJWKHQ�,0)�VXUYHLOODQFH���6LQFH�WKH�0H[LFDQ�FULVLV�LQ����������WKH�,0)�KDV�SODFHG�LQFUHDVHG�HPSKDVLV�RQ�WLPHO\�VXUYHLOODQFH�RI�PDUNHW�GHYHORSPHQWV���%XW�WKH�LQWHUQDWLRQDO�V\VWHP�FDQQRW�EH�EXLOW�RQ�WKH�DVVXPSWLRQ�WKDW�LPSURYHG�VXUYHLOODQFH�ZLOO SUHYHQW�DOO�IXWXUH�FULVHV�0XFK�RI�WKH�FXUUHQW�ZRUN�UHIOHFWV�HIIRUWV�WR�EULQJ�WR�WKH�LQWHUQDWLRQDO�DUHQD�IUDPHZRUNV�SDUDOOHO�WR�WKRVH�ZKLFK�VXSSRUW�HIILFLHQW�PDUNHWV�LQ�LQGLYLGXDO�FRXQWULHV���7KH�GDWD�VWDQGDUGV�ZRUN�LV�EDVHG�RQ�WKH�SUHPLVH�WKDW�LQWHUQDWLRQDO�FDSLWDO�PDUNHWV�IXQFWLRQ�EHWWHU�LI�WKHUH�ZDV�LPSURYHG�GLVFORVXUH�RI�HFRQRPLF�LQIRUPDWLRQ�E\�FRXQWULHV���,QIRUPDWLRQ�GHILFLHQFLHV�LQ�WKH�0H[LFDQ�FULVLV�OHG�WKH�,0)�WR�HVWDEOLVK�WKH�
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6SHFLDO�'DWD�'LVVHPLQDWLRQ�6WDQGDUG��6''6��² D�VHW�RI�YROXQWDU\�GDWD�VWDQGDUGV�WR�ZKLFK�FRXQWULHV�FDQ�VXEVFULEH�SURYLGHG�WKH\�PHHW�FHUWDLQ�JRRG�SUDFWLFH�EHQFKPDUNV��,QIRUPDWLRQ�GHILFLHQFLHV�LQ�WKH�$VLDQ�FULVLV�KDYH�EURXJKW�UHQHZHG�DWWHQWLRQ�WR�WKHVH�LVVXHV���:RUN�LV�XQGHUZD\�RQ�H[SDQGLQJ�WKH�6''6�WR�LQFOXGH�GHWDLOHG�LQIRUPDWLRQ�RQ�FHQWUDO�EDQN�UHVHUYH�UHODWHG�OLDELOLWLHV�DQG�IRUZDUG�SRVLWLRQV�WRJHWKHU�ZLWK�DSSURSULDWH�EDQNLQJ�VHFWRU�GDWD�7KH�ILQDQFLDO�VHFWRU�LV�DQRWKHU�DUHD�ZKHUH�ZRUN�LV�XQGHUZD\�WR�JLYH�JOREDO�H[SRVXUH�WR�IUDPHZRUNV�WKDW�KDYH�RSHUDWHG�ZHOO�DW�WKH�QDWLRQDO�OHYHO���:RUNLQJ�ZLWK�WKH�:RUOG�%DQN�DQG�RWKHUV��WKH�)XQG�KDV�KHOSHG�LQ�GHYHORSLQJ�DQG�GLVVHPLQDWLQJ�D VHW�RI�µEHVW�SUDFWLFHV¶�LQ�WKH�EDQNLQJ�DUHD��)RVWHULQJ�DQ�RUGHUO\�DSSURDFK�WR�FDSLWDO�DFFRXQW�OLEHUDOL]DWLRQ�LV�DOVR�D�SULRULW\��ZKLFK�QHLWKHU�PHDQV�D�UHWXUQ�WR�FDSLWDO�FRQWURO�QRU�D�UXVK�WR�OLEHUDOL]H�ZLWKRXW�DWWHQWLRQ�WR�VHTXHQFLQJ���7KURXJK�DQ�RUGHUO\�DSSURDFK�WR�OLEHUDOL]DWLRQ��D�ODUJHU�QXPEHU�RI�FRXQWULHV�FDQ�EHQHILW�IURP�DFFHVV�WR�LQWHUQDWLRQDO�PDUNHWV���:RUN�LV�XQGHUZD\�RQ�DQ�DPHQGPHQW�WR�WKH�,0)�$UWLFOHV�RI�$JUHHPHQW�WR�SURYLGH�WKH�)XQG�ZLWK�MXULVGLFWLRQ�RYHU�FDSLWDO�PRYHPHQWV��)LQDOO\� DV�HYHQWV�LQ�$VLD�KDYH�VKRZQ��WKH�,0)¶V�DELOLW\�WR�SURYLGH�ILQDQFLQJ�LQ�VXSSRUW�RI�PHPEHUV¶�SURJUDPV�LV�FUXFLDO���:LWK�WKH�SURJUDPV�LQ�$VLD��WKH�,0)¶V�XVDEOH�UHVHUYHV�KDYH�GHFOLQHG�E\�PRUH�WKDQ�RQH�WKLUG�WR�DERXW�����ELOOLRQ��OHDYLQJ�OLWWOH�URRP�WR�PDQHXYHU���7KH�LQWHUQDWLRQDO�FRPPXQLW\�KDV�HQGRUVHG�DQ�LQFUHDVH�LQ�,0)�TXRWDV�E\����SHUFHQW��RU�DERXW�����ELOOLRQ��ZKLFK�ZRXOG�\LHOG�����ELOOLRQ�RI�XVDEOH�UHVRXUFHV���6LPXOWDQHRXVO\��VWHSV�KDYH�EHHQ�WDNHQ WR�LQFUHDVH�WKH�VSHFLDO�FUHGLW�OLQHV�DYDLODEOH�WR�WKH�,0) IURP�LWV�PHPEHUV���4XRWD�SD\PHQWV�DUH�RI�FRXUVH�QRW�D�EXGJHWDU\�H[SHQGLWXUH�EXW�D�GHSRVLW�RQ�ZKLFK�LQWHUHVW�LV�SDLG�WR�PHPEHUV���7KLV�VKRXOG�EH�VHHQ�DV�D�VRXQG�LQYHVWPHQW�IRU�PHPEHU�FRXQWULHV�ERWK�LQ�D�QDUURZ�ILQDQFLDO�VHQVH��EHFDXVH�RI�WKH�LQWHUHVW�WKDW�LV�HDUQHG��DQG�PRUH�EURDGO\��DV�DQ�LPSRUWDQW�LQYHVWPHQW�OLNHO\�WR�UHDS�VLJQLILFDQW�UHWXUQV�LQ�WKH�IRUP�RI�JOREDO�HFRQRPLF�VWDELOLW\�DQG�SURVSHULW\�
� 'RUQEXVFK��������� %\�)HEUXDU\����������FRXQWULHV�² YLUWXDOO\�DOO�LQGXVWULDO�FRXQWULHV�DQG�PRVW HPHUJLQJ�PDUNHW�HFRQRPLHV�²ZHUH�VXEVFULEHUV�WR�WKH�6''6��,QIRUPDWLRQ�DERXW�VXEVFULELQJ�FRXQWULHV¶�VWDWLVWLFDO�V\VWHPV�LV�SURYLGHG�RQ�WKH�'LVVHPLQDWLRQ�6WDQGDUGV�%XOOHWLQ�%RDUG��ZZZ�GVEE�LPI�RUJ��� )RONHUWV�/DQGDX�DQG�&DUO�/LQGJUHQ���������LQFOXGLQJ�WKH�&RUH�3ULQFLSOHV�RI�WKH�%DVOH�&RPPLWWHH�DV�DQ�DQQH[�WR�WKH�SDSHU�� )LVFKHU��������
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*��7KH�µ0LUDFOH¶
7KH�TXHVWLRQ�WR�EH�UDLVHG�WKXV�LV��µPLUDFOH�RU�PLUDJH"¶�2YHU�WKH�SDVW�GHFDGH�RU�VR��WKH�SHUFHLYHG�HFRQRPLF�VXFFHVV�RI�WKH�(DVW�$VLDQ�FRXQWULHV�ZDV�RQH�RI�WKH�UHDVRQV�EHKLQG�WKH�GUDPDWLF�FKDQJH�RI�WKH�HFRQRPLF�SROLF\�HQYLURQPHQW�LQ�GHYHORSLQJ�FRXQWULHV��,W�LV�SUHFLVHO\�WKLV�VXFFHVV�WKDW�KDV�EHHQ�FDOOHG�LQWR�TXHVWLRQ�E\�WKH�FXUUHQW�ILQDQFLDO�FULVLV�LQ�WKH�UHJLRQ��ZKLFK�KDV�EHHQ�GHVFULEHG�LQ�WKH�SUHVV�DV�DQ�HFRQRPLF�µPHOWGRZQ¶��7KH�FRXQWULHV�XQGHU�FRQVLGHUDWLRQ��KDYH�H[SHULHQFHG�DW�OHDVW�D�GHFDGH�DQG�D�KDOI�RI�UDSLG�HFRQRPLF�JURZWK�² UDSLG�FRPSDUHG�WR�RWKHU�FRXQWULHV�GXULQJ�WKH�VDPH�SHULRG��DV�ZHOO DV�UHODWLYH�WR�ZKDW�REVHUYHUV�KDG�SUHGLFWHG���0RUHRYHU��WKLV�JURZWK�KDV�EHHQ�DFKLHYHG�ZLWK�D�PRUH�HJDOLWDULDQ�GLVWULEXWLRQ�RI�LQFRPH�DQG�ZHDOWK�WKDQ�W\SLFDOO\�REVHUYHG�LQ�RWKHU�GHYHORSLQJ�FRXQWULHV��7KXV��LW�LV�D�µPLUDFOH¶�ERWK�LQ�WHUPV�RI�WKH�UDWH�RI�JURZWK�DQG�WKH�SDWWHUQ�RI�LQFRPH�DQG�ZHDOWK�GLVWULEXWLRQ��:KLOH�WKH�JURZWK�VWUDWHJ\�GLIIHUHG�IURP�FRXQWU\�WR�FRXQWU\��VHYHUDO�FRPPRQ�IHDWXUHV�FDQ�EH�REVHUYHG���)LUVW��WKURXJKRXW�WKH�SHULRG�RI�VWURQJ�JURZWK�SHUIRUPDQFH��WKH�FRXQWULHV�PDLQWDLQHG�SUXGHQW�ILVFDO SROLFLHV�DQG�PRQHWDU\�SROLFLHV�DLPHG�DW�ORZ�LQIODWLRQ�UDWHV�SURYLGLQJ�D�FRQGXFLYH�IUDPHZRUN�IRU�SULYDWH�VDYLQJV�DQG�LQYHVWPHQW�ZKLFK�UHPDLQHG�KLJK���6HFRQG��ZKLOH�WKH�GHJUHH�RI�RSHQQHVV�YDULHG�IURP�RQH�FRXQWU\�WR�WKH�RWKHU�² ZLWK�6LQJDSRUH�DQG�+RQJ�.RQJ�6$5�EHLQJ�WKH�PRVW�RSHQ�HFRQRPLHV�WR�ERWK�WUDGH�DQG�LQYHVWPHQW��DQG�.RUHD�DQG�0DOD\VLD�PDLQWDLQLQJ�EDUULHUV�WR�IRUHLJQ�GLUHFW�LQYHVWPHQW��LQFOXGLQJ�LQ�WKH�EDQNLQJ�VHFWRU�² LQ�JHQHUDO��DOO�RI�WKRVH�HFRQRPLHV�ZHUH�FOHDUO\�PRUH�RSHQ�WKDQ�WKRVH�RI�RWKHU�GHYHORSLQJ�FRXQWULHV���6SHFLILF�H[SRUW�SURPRWLRQ�SROLFLHV�VXFK�DV�H[SRUW�SURFHVVLQJ�]RQHV��WD[�EUHDNV��DQG�GLUHFW�H[SRUW�VXEVLGLHV�ZHUH�DGPLQLVWHUHG�E\�DQ�HIILFLHQW�DQG�ZHOO�WUDLQHG�FLYLO�VHUYLFH�EXW�ZLWKRXW�HQGDQJHULQJ�PDFURHFRQRPLF�VWDELOLW\�DQG�LQWURGXFLQJ�VLJQLILFDQW�SULFH�GLVWRUWLRQV���)LQDOO\��WKHVH�FRXQWULHV�FRQVLVWHQWO\�DOORFDWHG�D�UHODWLYHO\�KLJK�VKDUH�RI�HGXFDWLRQ�H[SHQGLWXUH�WR�EDVLF�HGXFDWLRQ�IROORZHG�E\�VHFRQGDU\�HGXFDWLRQ�FRPSDUHG�WR�RWKHU�GHYHORSLQJ�FRXQWULHV�RI�WKH�VDPH�LQFRPH�OHYHO��%XW��ZLWK�WKH FXUUHQW�FULVLV�WZR�TXHVWLRQV�DUH�WR�EH�UDLVHG����:DV�WKH�µPRGHO¶�IDWDOO\�IODZHG"���:KDW�ZLOO�KDSSHQ�WR�WKH�µPLUDFOH¶�DIWHU�WKH�FULVLV"��:LOO�HFRQRPLF�JURZWK�UHVXPH��RU�GRHV�WKH�FULVLV�VLJQLI\�WKH�HQG�RI�WKH�µPLUDFOH¶"
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7KH�FULVLV�KDV�RFFXUUHG�RZLQJ�WR�D�VKDUS�UHYHUVDO�RI�FDSLWDO�LQIORZV�DULVLQJ�IURP�D�SHUFHSWLRQ�RI�LQFUHDVHG�ULVNV�RI�RYHUKHDWLQJ�DQG�FRQFHUQV�IRU�ILQDQFLDO�PDUNHW�ZHDNQHVVHV���/LEHUDOL]DWLRQ�ZLWK�LQVXIILFLHQW�UHJXODWLRQ�PHDQW�WKDW�EDQNV�GLG�QRW�KDYH�WKH�DSSURSULDWH�LQFHQWLYHV��DQG�WKH�KLJK�JURZWK HQYLURQPHQW�PHDQW�WKDW�PDQ\�RI�WKH�ULVNV�ZHUH�QRW�HDV\�IRU�WKH�UHJXODWRU\�DSSDUDWXV�WR�IXOO\�FRPSUHKHQG���7KH�KLJK�JURZWK�HQYLURQPHQW�DOVR�PDGH�IRUHLJQ�IXQGV�DYDLODEOH�DW�LQFUHDVLQJ�UDWHV�,Q�PDQ\�RI�WKHVH�FRXQWULHV��FDSLWDO�ZDV�DOORFDWHG�WKURXJK�FORVH�FRQVXOWDWLRQ�DPRQJ�EDQNV��JRYHUQPHQWV�DQG�ILUPV��7KH�WHUP�XVHG�LQ�WKH�SUHVV�WR�UHIHU�WR�WKLV�LV�µFURQ\LVP¶���,I�SURGXFWLYLW\�JURZWK�ZDV�ORZ�GXH�WR�µFURQ\LVP¶��WKHQ�UHYDPSLQJ�WKH�ZD\�LQ�ZKLFK�FDSLWDO�LV�DOORFDWHG�LQ�WKH�UHJLRQ�PD\�DFWXDOO\�LQFUHDVH�ORQJ�UXQ�JURZWK���,I�LW�KHOSHG�DOORFDWH�FDSLWDO�HIILFLHQWO\��SHUKDSV�HYHQ�LQGXFLQJ�DGGLWLRQDO�VDYLQJ��UHWDLQHG�HDUQLQJV�RI�IDPLO\�RZQHG�ILUPV�UHSUHVHQW�D�VLJQLILFDQW�FRQWULEXWLRQ�WR�$VLDQ�VDYLQJ�UDWHV���WKH�DWWDFN�RQ�µFURQ\LVP¶�PD\�KDYH�DGYHUVH�ORQJ�UXQ�HIIHFWV�RQ�WKH�µPLUDFOH¶�7KLV�LV�QRW�D�FULVLV�WKDW�ZRXOG�DULVH�DV�D�JUDGXDO�UHVXOW�RI�IRUHVHHDEOH�VWUXFWXUDO�IDFWRUV�VXFK�DV�WKH�VORZGRZQ�LQ�DFFXPXODWLRQ���,W�LV�D�FULVLV�UHVXOWLQJ�IURP�DQ�XQH[SHFWHG�VKRFN��,W�ZDV�QRW�ERXQG�WR�KDSSHQ��VLQFH�LW�UHVXOWHG�IURP�NH\�SROLF\�PLVWDNHV�VXFK�DV�QRW�PDQDJLQJ�WKH�H[FKDQJH�UDWH�IOH[LEO\��IDLOLQJ�WR�UHVWUDLQ�WKH�ILQDQFLDO�V\VWHP��DQG�DOORZLQJ�H[FHVVLYH�VKRUW�WHUP�FDSLWDO�LQIORZV���,QGHHG��LW�FDQ�HYHQ�EH�DUJXHG�WKDW�WKH�NH\�SROLF\�PLVWDNHV�UDQ�GLUHFWO\�FRXQWHU�WR�WKH�(DVW�$VLDQ�PRGHO��LQFOXGLQJ�PDLQWDLQLQJ�D�FRPSHWLWLYH�H[FKDQJH�UDWH��D�IDLUO\�WLJKWO\�UHJXODWHG�ILQDQFLDO�V\VWHP��DQG�LQ�PRVW�FRXQWULHV��VWURQJ�UHVWULFWLRQV�RQ�FDSLWDO�PRYHPHQWV�:KDW�GRHV�WKH�FULVLV�SRUWHQG�IRU�IXWXUH�JURZWK�LQ�WKH�UHJLRQ"�)URP�SDVW�H[SHULHQFH��ZH�KDYH�VHHQ�WKDW�FRXQWULHV�ZLWK�VLPLODU�H[SHULHQFH�VXFK�DV�&KLOH�LQ������DQG�0H[LFR�LQ������UHVXPHG�JURZWK�DOPRVW�LPPHGLDWHO\�RQFH�WKH�DSSURSULDWH�SROLFLHV�KDG�EHHQ�SXW�LQ�SODFH�
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