
6DPLKD� )DZ]\� LV� 'HSXW\� 'LUHFWRU� DQG� /HDG� (FRQRPLVW� DW� WKH� (J\SWLDQ� &HQWHU� IRU� (FRQRPLF� 6WXGLHV�� DQG�3URIHVVRU�RI�(FRQRPLFV�DW�WKH�)DFXOW\�RI�(FRQRPLFV�DQG�3ROLWLFDO�6FLHQFH��&DLUR�8QLYHUVLW\���7KH�$XWKRU�ZRXOG�OLNH�WR�WKDQN�1LKDO�(O�0HJKDUEHO��(&(6��IRU�RXWVWDQGLQJ�UHVHDUFK�DVVLVWDQFH�DQG�$PLQD�7DKD��(&(6��IRU�H[FHOOHQW�VXSSRUW���
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$EVWUDFW�
'HVSLWH�UHSHDWHG�DWWHPSWV�DW�UHJLRQDO�LQWHJUDWLRQ�IRU�KDOI�D�FHQWXU\��$UDE�HFRQRPLF�UHODWLRQV�
UHPDLQ�OLPLWHG�DQG�FRPSDUH�XQIDYRUDEO\�ZLWK�RWKHU�UHJLRQDO�EORFNV��7KLV�SDSHU�DWWHPSWV�WR�
LGHQWLI\�WKH�REMHFWLYH�UHDVRQV�IRU�WKH�VORZ�SURJUHVV�RQ�$UDE�LQWHJUDWLRQ�LQ�WKH�SDVW��ZLWK�D�
YLHZ�WR�RIIHULQJ�VXJJHVWLRQV�IRU�D�EHWWHU�IXWXUH��

,W�VKRZV�WKDW�D�ODFN�RI�ERWK�HFRQRPLF�DQG�SROLWLFDO�LQFHQWLYHV�IRU�LQWHJUDWLRQ�LV�UHVSRQVLEOH�
IRU�WKH�VORZ�SURJUHVV�RI�$UDE�LQWHJUDWLRQ�WR�GDWH��0RUH�VSHFLILFDOO\��LW�LGHQWLILHV�ILYH�PDLQ�
UHDVRQV�IRU�WKHVH�OLPLWHG�UHVXOWV��ORZ�GHJUHH�RI�FRPSOHPHQWDULW\�DPRQJ�$UDE�FRXQWULHV��ORZ�
OHYHO�RI�RSHQQHVV��ZHDN�SULYDWH�VHFWRU�UROH��XQZLOOLQJQHVV�RI�SROLWLFDO�OHDGHUV�WR�LQWHJUDWH��
VKRUWDJH�RI�FRPPLWPHQW�LQVWLWXWLRQV��LQ�SDUWLFXODU�WKH�DEVHQFH�RI�PHFKDQLVPV�WR�FRPSHQVDWH�
WKH�ORVHUV��DQG�ILQDOO\�WKH�ODFN�RI�FRQVHQVXV�RQ�RQH�VWDWH�RU�PRUH�WR�DFW�DV�D�UHJLRQDO�OHDGHU�RU�
OHDGHUV��

/RRNLQJ�IRUZDUG��WKH�SDSHU�DUJXHV�WKDW�WKH�IXWXUH�RI�$UDE�HFRQRPLF�LQWHJUDWLRQ�VHHPV�
SURPLVLQJ��7KLV�YLHZ�LV�EDVHG�RQ�WKH�PRUH�IDYRUDEOH�LQWHUQDO�DQG�H[WHUQDO�HFRQRPLF�
FLUFXPVWDQFHV�SUHYDLOLQJ�FXUUHQWO\��DQG�RQ�VRPH�SRVLWLYH�SROLWLFDO�FKDQJHV�DV�ZHOO��,W�DOVR�
VKRZV�WKDW�ZLWKRXW�VLPXOWDQHRXV�HIIRUWV�WR�DGGUHVV�WKH�VWLOO�H[LVWLQJ�EDUULHUV�DQG�QHZ�
FKDOOHQJHV��$UDE�LQWHJUDWLRQ�ZRXOG�UHPDLQ�D�KRSH�UDWKHU�WKDQ�D�UHDOLW\���
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7KH�LQDELOLW\�WR�PRELOL]H�WKH�FRQVLGHUDEOH�FROOHFWLYH�KXPDQ�
DQG�PDWHULDO�UHVRXUFHV�RI�D��QDWLRQ��RI�PRUH�WKDQ�����
PLOOLRQ�SHRSOH�DFFRXQWV�LQ�SDUW�IRU�WKH�SRZHUOHVVQHVV�ZKLFK�
LV�WKH�IXQGDPHQWDO�SUREOHP�IDFLQJ�WKH�$UDEV�WRGD\��
� �(GZDUG�6DLG��������
�

,��,QWURGXFWLRQ�
$Q\RQH�ZKR�KDV�D�IDLU�NQRZOHGJH�RI�WKH�$UDE�UHJLRQ�ZRXOG�UHDOL]H�WKDW�WKH�QRWLRQ�RI�3DQ�
$UDE�XQLW\�KDV�ORQJ�EHHQ�FHQWUDO�WR�$UDE�FXOWXUH�DQG�KLVWRU\��7KH�$UDEV�ZHUH�DOVR�DPRQJ�WKH�
SLRQHHUV�FDOOLQJ�IRU�UHJLRQDO�LQWHJUDWLRQ�LQ�WKH�HDUO\�ILIWLHV��
+RZHYHU��GHVSLWH�UHSHDWHG�DWWHPSWV�DW�UHJLRQDO�LQWHJUDWLRQ�IRU�KDOI�D�FHQWXU\��$UDE�

HFRQRPLF�UHODWLRQV�UHPDLQ�OLPLWHG�DQG�FRPSDUH�XQIDYRUDEO\�ZLWK�RWKHU�UHJLRQDO�EORFNV��
:KLOH�UHJLRQDOLVP�KDV�JDLQHG�PRPHQWXP�DOO�RYHU�WKH�ZRUOG��$UDE�UHJLRQDO�LQWHJUDWLRQ�
UHPDLQV�PHUHO\�D�³�3URMHFW´��+RZHYHU��WKLV�VWDWH�RI�DIIDLUV�LV�LQFRQVLVWHQW�ZLWK�WKH�ILQGLQJV�RI�
D QXPEHU�RI�VWXGLHV��ZKLFK�VKRZ�WKDW�LQWHJUDWLRQ�DPRQJ�$UDE�FRXQWULHV�FRXOG�KDYH�SRVLWLYH�
ZHOIDUH�JDLQV��+RHNPDQ��HW�DO���������*DODO�DQG�+RHNPDQ��������.RQDQ�DQG�0DVNXV���������
,W�LV�LPSRUWDQW��WKHUHIRUH��WR�H[SORUH�WKH�UHDVRQV�IRU�WKH�OLPLWHG�SURJUHVV�WR�GDWH��LQ�RUGHU�WR�
GHWHUPLQH�ZKHWKHU�WKH�IXWXUH�ZLOO�EH�DQ\�GLIIHUHQW��
7KLV�SDSHU�DLPV�WR�LGHQWLI\�WKH�PRVW�OLNHO\�UHDVRQV�EHKLQG�WKH�VORZ�SURJUHVV�RI�$UDE�

LQWHJUDWLRQ�LQ�WKH�SDVW��ZLWK�D�YLHZ�WR�RIIHULQJ�VXJJHVWLRQV�IRU�D�ZD\�IRUZDUG��0RUH�
VSHFLILFDOO\��WKH�SDSHU�DGGUHVVHV�WKH�IROORZLQJ�TXHVWLRQV��:KDW�DUH�WKH�HFRQRPLF�DQG�SROLWLFDO�
IDFWRUV�WKDW�KDYH�VWRRG�LQ�WKH�ZD\�RI�LQWHJUDWLRQ�XS�XQWLO�QRZ"�+RZ�GLG�RWKHU�UHJLRQV�
RYHUFRPH�VLPLODU�SUREOHPV"�)LQDOO\��KRZ�FDQ�WKH�$UDE�FRXQWULHV�HQVXUH�D�PRUH�SURPLVLQJ�
IXWXUH�IRU�WKHLU�LQWHJUDWLRQ�SURMHFW"�
7R�DQVZHU�WKHVH�TXHVWLRQV��WKH�SDSHU�GUDZV�RQ�WKH�HFRQRPLF�DQG�SROLWLFDO�OLWHUDWXUH�RQ�

UHJLRQDO�LQWHJUDWLRQ��7KH�PDLQ�SURSRVLWLRQ�XQGHUO\LQJ�WKH�DQDO\VLV�LV�WKDW�WZR�VHWV�RI�
FRQGLWLRQV�PXVW�EH�VDWLVILHG�IRU�UHJLRQDO�DUUDQJHPHQWV�WR�VXFFHHG��QDPHO\��WKH�HFRQRPLF�DQG�
SROLWLFDO�LQFHQWLYHV�WR�LQWHJUDWH��$Q\�HFRQRPLF�DQDO\VLV�RI�UHJLRQDO�LQWHJUDWLRQ�WKDW�LJQRUHV�
WKH�SROLWLFDO�DQG�LQVWLWXWLRQDO�HOHPHQWV��ULVNV�EHLQJ�LUUHOHYDQW�DV�UHJLRQDO�HFRQRPLF�LQWHJUDWLRQ�
WDNHV�SODFH�LQ�D�SDUWLFXODU�SROLWLFDO�DQG�LQVWLWXWLRQDO�VHWWLQJ��6LPLODUO\��D�SROLWLFDO�DQDO\VLV�WKDW�
RPLWV�WKH�HFRQRPLFV�RI�UHJLRQDO�LQWHJUDWLRQ�LV�PLVOHDGLQJ��:LWKRXW�D�PXOWLGLVFLSOLQDU\�
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DSSURDFK��WKH�VWXG\�PD\�EH�LOO�GHILQHG�DQG�WKH�DQDO\VLV�PD\�OHDG�WR�YDJXH�SROLF\�
UHFRPPHQGDWLRQV��(VFULEDQR��������0DWWOL���������
7KH�(FRQRPLF�LQFHQWLYHV�DUH�EDVHG�RQ�LQVLJKWV�SURYLGHG�E\�WKH�VWDQGDUG�FXVWRPV�XQLRQ�

WKHRU\�DQG�QHZ�UHJLRQDO�LQWHJUDWLRQ�WKHRU\��9LQHU��������/DZUHQFH��������'H�0HOR�DQG�
3DQDJDU\LD���������$FFRUGLQJ�WR�WKHVH�WKHRULHV��FRXQWULHV�DUH�PRWLYDWHG�WR�LQWHJUDWH�LI�
LQWHJUDWLRQ�LV�ZHOIDUH�HQKDQFLQJ��RU�LQ�RWKHU�ZRUGV��LI�LW�LV�DVVRFLDWHG�ZLWK�VWDWLF�DQG�G\QDPLF�
JDLQV��3ROLWLFDO�LQFHQWLYHV�WR�LQWHJUDWH�PDWHULDOL]H�ZKHQ�SROLWLFDO�OHDGHUV�VKRZ�ZLOOLQJQHVV�WR�
LQWHJUDWH�DQG�DUH�DEOH�WR�SURYLGH�WKH�QHFHVVDU\�LQVWLWXWLRQV�WR�VXVWDLQ�LQWHJUDWLRQ��,W�LV�DOVR�
HVVHQWLDO�WKDW�WKH\�DFFHSW�WKDW�RQH�RU�PRUH�PHPEHUV�IURP�ZLWKLQ�WKH�JURXS�PXVW�SOD\�WKH�UROH�
RI�UHJLRQDO�OHDGHU��6XFK�UHJLRQDO�OHDGHUVKLS�FDQ�VHUYH�DV�D�IRFDO�SRLQW�LQ�WKH�FRRUGLQDWLRQ�RI�
UXOHV�DQG�SROLFLHV��DQG�PD\�DOVR�KHOS�HDVH�GLVWULEXWLRQDO�SUREOHPV���+DDV��������0RUDYFLVN��
�������
,Q�H[SORULQJ�WKH�DSSOLFDELOLW\�RI�WKH�DERYH�WKHRUHWLFDO�IUDPHZRUN�WR�WKH�$UDE�UHJLRQ��WKLV�

SDSHU�ILUVW�UHYLHZV�WKH�WUDFN�UHFRUG�RI�UHJLRQDO�LQWHJUDWLRQ�LQ�WKH�$UDE�ZRUOG�WR�GDWH��,W�WKHQ�
GLVFXVVHV�WKH�H[WHQW�WR�ZKLFK�WKH�HFRQRPLF�DQG�SROLWLFDO�LQFHQWLYHV�ZHUH�DOLJQHG�ZLWK�WKH�
JRDOV�RI�$UDE�HFRQRPLF�LQWHJUDWLRQ��/DVWO\��LW�H[SORUHV�IXWXUH�SURVSHFWV�IRU�LQWHJUDWLRQ��DQG�
RIIHUV�VRPH�FRQFOXGLQJ�UHPDUNV��
�
,,��7KH�7UDFN�5HFRUG�

�7KHUH�KDV�EHHQ�QR�VKRUWDJH�RI�DWWHPSWV�E\�$UDE�FRXQWULHV�WR�EXLOG�FRRSHUDWLRQ��DOOLDQFHV�RU�
LQWHJUDWLRQ�GXULQJ�WKH�ODVW�ILYH�GHFDGHV��+RZHYHU��OLWWOH�KDV�EHHQ�DFKLHYHG�VR�IDU��
�([WHQVLYH (IIRUWV
$W�WKH�ULVN�RI�RYHUVLPSOLILFDWLRQ��WKH�SHULRG�IURP�WKH�HQG�RI�:RUOG�:DU�,,�WR�WKH�ODWH�����V�
ZLWQHVVHG�WZR�GLVWLQFW�SKDVHV�UHJDUGLQJ�DWWHPSWV�DW�HQFRXUDJLQJ�LQWHU�$UDE�HFRQRPLF�
UHODWLRQV��7KH�ILUVW�ZDV�LQ�WKH�SRVW�LQGHSHQGHQFH�SHULRG��ZKLFK�VWDUWHG�DIWHU�:RUOG�:DU�,,��
DQG�WKH�VHFRQG�EHJDQ�ZLWK�WKH�RLO�ERRP�LQ�WKH�HDUO\�VHYHQWLHV��'XULQJ�WKH�ILUVW�SKDVH��WKUHH�
IDFWRUV�PRWLYDWHG�HIIRUWV�IRU�LQWHJUDWLRQ��WKH�HVWDEOLVKPHQW�RI�WKH�$UDE�OHDJXH�LQ�������WKH�
8QLWHG�1DWLRQV¶�HIIRUWV�WR�SURPRWH�UHJLRQDO�FRRSHUDWLRQ��DQG�ODWHU��WKH�FUHDWLRQ�RI�WKH�
(XURSHDQ�&RPPRQ�0DUNHW�LQ�������7KHVH�HDUO\�DWWHPSWV�DW�$UDE�UHJLRQDOLVP�LQFOXGHG�WKH�
7UHDW\�IRU�-RLQW�'HIHQVH�DQG�(FRQRPLF�&RRSHUDWLRQ�LQ�WKH�HDUO\�����V��7KLV�ZDV�IROORZHG�LQ�
�����E\�WKH�&RQYHQWLRQ�IRU�)DFLOLWDWLQJ�7UDGH�DQG�5HJXODWLQJ�7UDGH�7UDQVLW��DQG�LQ�������E\�
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WKH�$UDE�(FRQRPLF�8QLW\�$JUHHPHQW��,Q�������WKHUH�ZHUH�HQGHDYRUV�WR�FUHDWH�WKH�$UDE�
&RPPRQ�0DUNHW��

(IIRUWV�WR�HQFRXUDJH�HFRQRPLF�LQWHJUDWLRQ�GXULQJ�WKLV�SKDVH�DLPHG�DW�DFKLHYLQJ�
LQWHJUDWLRQ�DW�WKH�UHJLRQDO�OHYHO�UHO\LQJ�PDLQO\�RQ�WUDGH�SURPRWLRQ��:KLOH�FRQWULEXWLQJ�WR�
LQWUD�$UDE�WUDGH�LQ�WKH�����V�DQG�����V��WKHVH�HIIRUWV�IHOO�VKRUW�RI�PHHWLQJ�WKH�REMHFWLYHV�RI�
HFRQRPLF�LQWHJUDWLRQ��,W�VHHPV�WKDW�$UDE�SROLWLFLDQV�GLG�QRW�SD\�HQRXJK�DWWHQWLRQ�WR�
HFRQRPLFV��DQG�IRFXVHG�PRUH�RQ�SROLWLFDO�DQG�PLOLWDU\�FRRSHUDWLRQ��%XVLQHVV�DQG�FRPPHUFH�
ZHUH�FRQVLGHUHG�WKH�HIIHFWV��QRW�WKH�FDXVHV��RI�SROLWLFDO�DFWLRQV��6D\LJK��������2ZHQ��������
7KH�VHFRQG�SKDVH��ZKLFK�VWDUWHG�ZLWK�WKH�ERRP�LQ�RLO�SULFHV�LQ�������OHG�WR�DQ�LQFUHDVH�LQ�

WKH�IORZ�RI�FDSLWDO�DQG�ODERU�ZLWKLQ�WKH�UHJLRQ��DQG�WR�D�OHVVHU�H[WHQW��DQ�LQFUHDVH�LQ�LQWUD�
UHJLRQDO�WUDGH��7KH�LQFUHDVH�LQ�RLO�UHYHQXHV�FRXSOHG�ZLWK�WKH�OLPLWHG�VXFFHVV�RI�HFRQRPLF�
LQWHJUDWLRQ�LQ�WKH�ILUVW�SHULRG�SURPSWHG�D�VHDUFK�IRU�DOWHUQDWLYH�VWUDWHJLHV��7KH�ILUVW�VWUDWHJ\�IRU�
LQWHJUDWLRQ�LQ�WKH�VHYHQWLHV�ZDV�VRXJKW�WKURXJK�WKH�HVWDEOLVKPHQW�RI�MRLQW�SURMHFWV��ZLWK�WKH�
DFWLYH�LQYROYHPHQW�RI�JRYHUQPHQWV��,W�VRRQ�EHFDPH�DSSDUHQW��KRZHYHU��WKDW�WKLV�VWUDWHJ\�E\�
LWVHOI�ZRXOG�QRW�DFKLHYH�HFRQRPLF�LQWHJUDWLRQ��7KLV�JDYH�ULVH�WR�D�VWUDWHJ\�RI�HFRQRPLF�
LQWHJUDWLRQ�DW�WKH�VXE�UHJLRQDO�OHYHO��$V�D�UHVXOW��WKH�����V�VDZ�WKH�ULVH�RI�WKH�*XOI�
&RRSHUDWLRQ�&RXQFLO��*&&���WKH�$UDE�&RRSHUDWLRQ�&RXQFLO��$&&���DQG�WKH�$UDE�0DJKUHE�
8QLRQ��$08���(O�1DJJDU���������$�QXPEHU�RI�REVHUYHUV�EHOLHYHG�WKDW�VXE�UHJLRQDO�
FRRSHUDWLRQ�ZDV�PRUH�OLNHO\�WR�VXFFHHG�EHFDXVH�LW�LQYROYHG�D�VPDOOHU�QXPEHU�RI�FRXQWULHV��
+RZHYHU��GHVSLWH�WKH�JURZWK�RI�LQWUD�UHJLRQDO�WUDGH�ZLWKLQ�WKHVH�VXE�JURXSV��WKH�H[SDQVLRQ�
ZDV�OLPLWHG�FRPSDUHG�WR�JURZWK�LQ�H[WHUQDO�WUDGH��,W�KDV�IXUWKHU�EHHQ�DUJXHG�WKDW�VPDOOHU�VXE�
UHJLRQDO�JURXSLQJV�PD\�KDYH�EHHQ�SDUWLDOO\�UHVSRQVLEOH�IRU�GHOD\LQJ�WKH�3DQ�$UDE�SURMHFW�
�6KDILN���������
%HFDXVH�VXE�UHJLRQDO�EORFNV�GLG�QRW�KHOS�PXFK�LQ�SURPRWLQJ�LQWUD�$UDE�WUDGH��DQ�DWWHPSW�

WR�UHYLYH�$UDE�LQWHJUDWLRQ�DW�WKH�UHJLRQDO�OHYHO�WRRN�SODFH�LQ������WKURXJK�WKH�$JUHHPHQW�IRU�
)DFLOLWDWLRQ�DQG�3URPRWLRQ�RI�,QWUD�$UDE�7UDGH��7KLV�HIIRUW�FXOPLQDWHG�LQ������LQ�D�UHQHZHG�
LQWHUHVW�LQ�IRUPLQJ�DQ�$UDE�)UHH�7UDGH�$UHD��$)7$���(LJKWHHQ�$UDE�VWDWHV�MRLQHG�WKH�
H[HFXWLYH�SURJUDP�RI�WKLV�DJUHHPHQW��ZKLFK�FDPH�LQWR�HIIHFW�RQ�-DQXDU\�����������7KLV�
SURJUDP�UHYLYHG�WKH������$JUHHPHQW�IRU�WKH�)DFLOLWDWLRQ�DQG�3URPRWLRQ�RI�,QWUD�$UDE�7DGH��
�=DUURXN��������
3RRU +DUYHVW�
1RWZLWKVWDQGLQJ�WKHVH�HIIRUWV��WKH�RXWFRPHV�DUH�QHJOLJLEOH��%HORZ�LV�D�EULHI�UHYLHZ�RI�WKH�
GHYHORSPHQW�RI�$UDE�HFRQRPLF�UHODWLRQV�LQ�WHUPV�RI�WUDGH�DQG�IDFWRU�PRYHPHQWV��
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,QWUD�$UDE�7UDGH�
)LJXUH���VKRZV�DQ�LQFUHDVH�LQ�WKH�VKDUH�RI�LQWUD�$UDE�H[SRUWV�WR�WRWDO�H[SRUWV�IURP�����SHUFHQW�
LQ������WR�����SHUFHQW�LQ�������+RZHYHU��WKH�DYHUDJH�VKDUH�RI�LQWUD�$UDE�H[SRUWV�WR�WKHLU�WRWDO�
H[SRUWV�RI�QHDUO\���SHUFHQW�LV�IDU�EHORZ�WKH�FRUUHVSRQGLQJ�OHYHOV�LQ�RWKHU�UHJLRQV�����SHUFHQW�
IRU�WKH�(8�����SHUFHQW�RU�$6($1��DQG����SHUFHQW�IRU�1$)7$��7DEOH�����([FOXGLQJ�RLO�
H[SRUWV��WKH�VKDUH�RI�LQWUD�$UDE��QRQ�RLO�H[SRUWV�LQFUHDVHG�WR����SHUFHQW�RQ�DYHUDJH��D�OHYHO�
WKDW�LV�VWLOO�PXFK�ORZHU�WKDQ�WKH�RWKHU�UHJLRQDO�EORFNV��
�
)LJXUH����,QWUD�$UDE�([SRUWV�DQG�1RQ�RLO�,QWUD�$UDE�7UDGH�
�

6RXUFH��D��,0)��'LUHFWLRQ�RI�7UDGH�6WDWLVWLFV�<HDUERRN��VHYHUDO�LVVXHV��
�������������E��=DUURXN��-����������,QWUD�$UDE�7UDGH��'HWHUPLQDQWV�DQG�3URVSHFWV�IRU�([SDQVLRQ�����
�����������������LQ�(O�1DJJDU��6DLG�HG���)RUHLJQ�DQG�,QWUDWUDGH�3ROLFLHV�RI�WKH�$UDE�&RXQWULHV���
�����������������DQG�7KH�$UDE�/HDJXH��7KH�$UDE�&RQVROLGDWHG�(FRQRPLF�5HSRUW��6HYHUDO�,VVXHV���
7R�MXGJH�ZKHWKHU�LQWUD�$UDE�WUDGH�LV�WRR�OLPLWHG��$O�$WUDVK�DQG�<RXVHI��������XVHG�D�

*UDYLW\�0RGHO�WR�FRPSDUH�WKH�DFWXDO�DQG�SRWHQWLDO�OHYHOV�RI�WUDGH��7KHLU�VWXG\�LQGLFDWHV�WKDW�
ERWK�DFWXDO�LQWUD�$UDE�WUDGH�DQG�$UDE�H[SRUWV�WR�WKH�UHVW�RI�WKH�ZRUOG�DUH�ORZHU�WKDQ�WKH�PRGHO�
SUHGLFWHG���7KLV�LPSOLHV�WKDW�WKHUH�LV�JUHDWHU�WUDGH�SRWHQWLDO�DPRQJ�$UDE�FRXQWULHV��DV�ZHOO�DV�
EHWZHHQ�$UDE�FRXQWULHV�DQG�WKH�UHVW�RI�WKH�ZRUOG�WKDQ�LV�DFWXDOO\�RFFXUULQJ��7KLV�ILQGLQJ�GRHV�
QRW�KROG�DFURVV�DOO�LQGXVWULHV��,Q�IDFW��+DYU\O\VK\Q�DQG�.XQ]HO��������DQG�'HYOLQ�DQG�3DJH�
�������VKRZHG�WKDW�GHVSLWH�WKH�ORZ�OHYHO�RI�LQWUD�UHJLRQDO�WUDGH��VRPH�VHFWRUV�VXFK�DV�
FKHPLFDO��LURQ�DQG�VWHHO�LQGXVWULHV�H[KLELW�D�KLJK�OHYHO�RI�LQWUD�LQGXVWU\�WUDGH���

�
�
�
�
�
��

���� ���� ���� ���� ���� ���� ����

�

�
��
��
��
��
��

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

�

D��,QWUD�$UDE�([SRUWV�6KDUH�
LQ�7RWDO�([SRUWV�

E�� 1RQ�RLO� ,QWUD�$UDE� ([SRUWV� DV� D�
6KDUH�RI�1RQ�RLO�$UDE�7RWDO�([SRUWV�
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7DEOH����'HYHORSPHQW�RI�,QWUD�5HJLRQDO�7UDGH�LQ�6HOHFWHG�<HDUV������
,QWUD�5HJLRQDO�([SRUWV�$V�D�6KDUH�RI�WRWDO�([SRUWV�

5HJLRQDO�%ORFN� ����� ����� ����� ����� ����� ����� �����

$UDE�&RXQWULHV��$)7$�� ���� ���� ���� ���� ���� ���� ����

$6($1� ����� ����� ����� ����� ����� ����� �����

0(5&2685� �� 1D� ��� �� �� ��� ���

$3(&� ��� 1D� ��� ��� ��� ��� ���

1$)7$� ��� ����� ����� ����� ����� ����� ���

(XURSHDQ�8QLRQ��(8�� ����� ����� ����� ����� ����� ����� �����

6RXUFH��,0)��'LUHFWLRQ�RI�7UDGH�6WDWLVWLFDO�<HDU�ERRN��VHYHUDO�LVVXHV�DQG�:RUOG�%DQN��:RUOG�'HYHORSPHQW�,QGLFDWRUV��&'�5RP����������&DSLWDO�)ORZV�
)LJXUH���VKRZV�WKDW�LQWUD�$UDE�FDSLWDO�IORZV�GXULQJ�WKH�SHULRG�����������ZHUH�YHU\�PRGHVW��
ZLWK�WKH�H[FHSWLRQ�RI�WKH�����V��(YHQ�LI�ZH�FRQVLGHU�WKH�SHDN�SHULRG�RI�FDSLWDO�IORZV�LQ�WKH�
����V��WKH�VKDUH�RI�FDSLWDO�IORZV�WR�RLO�UHYHQXHV�ZDV�RQO\���SHUFHQW��:KLOH�RLO�UHYHQXHV�
DPRXQWHG�WR�86������ELOOLRQ��WKH�WRWDO�DPRXQW�RI�FDSLWDO�IORZV�WR�WKH�$UDE�FRXQWULHV�GLG�QRW�
H[FHHG�86����ELOOLRQ���
�
)LJXUH����'HYHORSPHQW�RI�,QWUD�$UDE�3ULYDWH�&DSLWDO�,QYHVWPHQWV���
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86��ELOOLRQV

�
6RXUFH��$O�0RQ]HU\����������
7KH�ORZ�OHYHO�RI�LQWUD�$UDE�FDSLWDO�IORZV�FDQ�EH�WUDFHG�WR�D�QXPEHU�RI�IDFWRUV��7KH�QRQ�

H[LVWHQFH�RU�XQGHUGHYHORSPHQW�RI�FDSLWDO�PDUNHWV�LQ�WKH�$UDE�ZRUOG��DQG�WKH�SURKLELWLYH�ODZV�
DQG�UHJXODWLRQV�WXUQHG�PDQ\�$UDE�LQYHVWRUV�WR�LQWHUQDWLRQDO�PDUNHWV��1RQ�$UDE�PDUNHWV�
�������������������������������������������������
��,Q�IRXU�$UDE�RLO�H[SRUWLQJ�FRXQWULHV��QDPHO\�6DXGL�$UDELD��.XZDLW��8$(��DQG�4DWDU��
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RIIHUHG�D�EHWWHU�RSSRUWXQLW\�WR�PD[LPL]H�SURILWDELOLW\�DQG�GLYHUVLI\�ULVN��7KHUH�LV�DOVR�
HYLGHQFH�WKDW�H[FHVV�FDSLWDO�LQ�WKH�UHJLRQ�ZDV�WUDQVIHUUHG�WR�IRUHLJQ�EDQNV�DQG�ILQDQFLDO�
LQVWLWXWLRQV��ZLWK�D�VLJQLILFDQW�SRUWLRQ�LQYHVWHG�LQ�JROG�DQG�VLOYHU��(O�(ULDQ�DQG�)LVFKHU��������
HVWLPDWHG�$UDE�LQYHVWPHQW�RXWVLGH�WKH�UHJLRQ�DW�86������ELOOLRQ�WR�86������ELOOLRQ�LQ���������/DERU�0RELOLW\�
/DERU�PRYHPHQW�ZLWKLQ�WKH�UHJLRQ�KDV�SOD\HG�D�PRUH�VLJQLILFDQW�UROH�WKDQ�LQWUD�UHJLRQDO�
WUDGH��7KLV�LV�GXH�LQ�SDUW�WR�WKH�IDFW�WKDW�REVWDFOHV�WR�ODERU�IORZV�KDYH�EHHQ�OHVV�VHYHUH�WKDQ�
WKRVH�IDFLQJ�WUDGH�LQ�JRRGV��7KLV�FDQ�DOVR�EH�DWWULEXWHG�LQ�SDUW�WR�WKH�ZLGH�GLIIHUHQFH�LQ�ODERU�
HQGRZPHQW�DFURVV�FRXQWULHV��7DEOH���VKRZV�WKH�VKDUH�RI�ZRUNHUV¶�UHPLWWDQFHV�WR�*'3�LQ�D�
QXPEHU�RI�VHOHFWHG�FRXQWULHV��,W�LQGLFDWHV�WKDW�-RUGDQ��<HPHQ��0RURFFR��DQG�(J\SW�DUH�WKH�
ELJJHVW�VXSSOLHUV�RI�ODERU�LQ�WKH�UHJLRQ���
&OHDUO\��LPPLJUDWLRQ�DQG�LWV�DVVRFLDWHG�FDSLWDO�IORZV�SURYLGHG�D�PXWXDOO\�EHQHILFLDO�

PHFKDQLVP�IRU�VKDULQJ�WKH�RLO�ZHDOWK�DFURVV�WKH�UHJLRQ��DQG�IRU�WDNLQJ�DGYDQWDJH�RI�
XQGHUXWLOL]HG�KXPDQ�UHVRXUFHV��+RZHYHU��ODERU�PRYHPHQW�GLG�QRW�ZRUN�DV�D�VXEVWLWXWH�IRU�
JUHDWHU�UHJLRQDO�WUDGH�IRU�WKUHH�PDLQ�UHDVRQV��)LUVW��ODERU�PRYHPHQWV�LQ�WKH�$UDE�UHJLRQ�GR�
QRW�HQMR\�WKH�VDPH�GHJUHH�RI�PRELOLW\�IRXQG��IRU�H[DPSOH��LQ�WKH�(8��ZKHUH�FLWL]HQV�RI�RQH�
FRXQWU\�KDYH�WKH�ULJKW�WR�ZRUN�LQ�RWKHU�FRXQWULHV��6HFRQG��WKH�*XOI�ZDU�DQG�VXEVHTXHQW�
WHQVLRQV�DPRQJ�$UDE�FRXQWULHV�KDYH�OHG�WR�D�UHGXFWLRQ�LQ�WKH�VL]H�RI�$UDE�H[SDWULDWH�ODERU�
IRUFH�DQG�KHQFH�UHPLWWDQFHV��)LQDOO\��WKHUH�KDV�EHHQ�D�PRYH�LQ�RLO�ULFK�FRXQWULHV�WRZDUG�
UHSODFLQJ�$UDE�LPPLJUDQWV�E\�QDWLRQDOV�DQG�FKHDS�ODERU�IURP�$VLD��WKXV�ZHDNHQLQJ�DQ�
LPSRUWDQW�SLOODU�RI�$UDE�LQWHJUDWLRQ���
�

7DEOH���:RUNHUV�5HPLWWDQFHV�DV�D�SHUFHQW�RI�*'3�LQ�WKH�0DLQ�/DERU�6XSSOLHUV�LQ�WKH�5HJLRQ�����
� ����� ����� ����� ����� ����� �����
$OJHULD� 1$� �� �� �� �� ��
(J\SW� �� ��� ��� �� �� ��
-RUGDQ� ��� ��� ��� ��� ��� ���
0RURFFR� �� �� �� �� �� ��
6XGDQ� �� �� �� �� 1$� 1$�
7XQLVLD� 1$� �� �� �� �� ��
<HPHQ� 1$� 1$� 1$� ��� ��� ���
6RXUFH��:RUOG�%DQN������D���
�
7R�VXP�XS��WZR�REVHUYDWLRQV�FDQ�EH�GUDZQ�IURP�WKH�DERYH�DQDO\VLV��)LUVW��WKH�SDWWHUQ�RI�

UHJLRQDO�LQWHJUDWLRQ�DPRQJ�$UDE�FRXQWULHV�LV�TXLWH�XQXVXDO��,Q�PRVW�SDUWV�RI�WKH�ZRUOG�WUDGH�LQ�
JRRGV�DFWV�DV�WKH�EDVLV�IRU�UHJLRQDO�LQWHJUDWLRQ��ZKLOH�ODERU�PRELOLW\�XVXDOO\�FRPHV�LQ�WKH�ILQDO�



(&(6�:3���)DZ]\�-DQXDU\������

��

VWDJH��7KLV�ZDV�REVHUYHG�LQ�(XURSH��(DVW�$VLD��DQG�WKH�1RUWK�$PHULFDQ�)UHH�7UDGH�
$JUHHPHQW��,Q�FRQWUDVW��LQWUD�$UDE�WUDGH�ZDV�OLPLWHG��ZKLOH�ODERU�PRYHPHQW�KDV�EHHQ�WKH�
PRVW�YLVLEOH�HOHPHQW�RI�$UDE�LQWHJUDWLRQ��6HFRQG��GHVSLWH�UHPDUNDEOH�HIIRUWV�DW�HQFRXUDJLQJ�
HFRQRPLF�LQWHJUDWLRQ�DPRQJ�$UDE�VWDWHV��WKH�UHJLRQ�UHPDLQV�RQH�RI�WKH�OHDVW�LQWHJUDWHG�LQ�WKH�
ZRUOG�LQ�WHUPV�RI�FDSLWDO�DQG�WUDGH�IORZV��2QO\�ODERU�KDV�IORZHG�UHODWLYHO\�IUHHO\��7KHUHIRUH��
RQH�PD\�DUJXH�WKDW�WKH�EXON�RI�SDVW�HIIRUWV�VHHPV�WR�KDYH�EHHQ�PRUH�IRFXVHG�RQ�GUDIWLQJ�
DJUHHPHQWV�DQG�KROGLQJ�VXPPLWV��UDWKHU�WKDQ�RQ�DGGUHVVLQJ�WKH�PDLQ�EDUULHUV�WR�$UDE�
HFRQRPLF�LQWHJUDWLRQ�E\�WU\LQJ�WR�FUHDWH�WKH�QHFHVVDU\�HFRQRPLF�DQG�SROLWLFDO�LQFHQWLYHV��7KH�
QH[W�VHFWLRQ�GHDOV�ZLWK�WKH�HFRQRPLF�IDFWRUV�EHKLQG�WKH�OLPLWHG�SURJUHVV�WR�GDWH����

�,,,��(FRQRPLF�,QFHQWLYHV���,QWXLWLYHO\��RQH�ZRXOG�H[SHFW�WKH�$UDE�ZRUOG�WR�KDYH�VWURQJ�HFRQRPLF�LQFHQWLYHV�WR�LQWHJUDWH��LQ�
YLHZ�RI�LWV�ULFK�DQG�GLYHUVH�IDFWRU�HQGRZPHQW��7KH�UHJLRQ�KDV�D�VXUIDFH�RI����PLOOLRQ�VTXDUH�
NLORPHWHUV��ZKLFK�LV�DOPRVW�HTXDO�WR�WKDW�RI�WKH�(8��DQG�WKUHH�TXDUWHUV�WKDW�RI�/DWLQ�$PHULFD��,W�KDV�
D�SRSXODWLRQ�RI���SHUFHQW�RI�WKH�ZRUOG¶V�SRSXODWLRQ��0RUHRYHU��WKH�GLVWULEXWLRQ�RI�ODERU��FDSLWDO�DQG�
QDWXUDO�UHVRXUFHV�LV�TXLWH�XQHYHQ��:K\�WKHQ�GR�ZH�REVHUYH�VXFK�D�ORZ�OHYHO�RI�LQWHJUDWLRQ"�+RZ�DUH�
HFRQRPLF�LQFHQWLYHV�UHOHYDQW�WR�DQVZHULQJ�WKLV�TXHVWLRQ"�
7KH�OLWHUDWXUH�RQ�HFRQRPLF�LQFHQWLYHV�KDV�HYROYHG�RYHUWLPH��7UDGLWLRQDOO\��ZKHQ�PRVW�FRXQWULHV�

ZHUH�IROORZLQJ�LPSRUW�VXEVWLWXWLRQ�VWUDWHJLHV�ZLWK�WKH�WZLQ�IHDWXUHV�RI�SURWHFWLRQ�DQG�VWDWH�
GRPLQDWLRQ��WKH�&XVWRPV�8QLRQ�WKHRU\�IRFXVHG�RQ�WKH�HIIHFW�RI�UHPRYLQJ�WDULII�EDUULHUV�RQ�WUDGH�
SURPRWLRQ��WKH�VR�FDOOHG�³VWDWLF�JDLQV´��$V�H[SODLQHG�E\�9LQHU���������WKH�VWDWLF�JDLQV�GHSHQG�RQ�
WUDGH�FUHDWLRQ�DQG�WUDGH�GLYHUVLRQ��7UDGH�FUHDWLRQ�UHIHUV�WR�QHZ�WUDGH�WKDW�FDQ�DULVH�IURP�VXEVWLWXWLRQ�
RI�WUDGH�ZLWK�QHLJKERUV�IRU�SUHYLRXVO\�SURGXFHG�GRPHVWLF�JRRGV��,W�LPSOLHV�D�VKLIW�IURP�D�KLJK�FRVW�
PHPEHU�WR�D�ORZ�FRVW�PHPEHU��DQG�KHQFH�LV�ZHOIDUH�HQKDQFLQJ��7UDGH�GLYHUVLRQ�UHIHUV�WR�WKH�
JHRJUDSKLF�VKLIWLQJ�RI�H[LVWLQJ�WUDGH�IURP�D�ORZ�FRVW�QRQ�PHPEHU�WR�D�KLJK�FRVW�PHPEHU��ZKLFK�
ZRXOG�DIIHFW�ZHOIDUH�QHJDWLYHO\��2EYLRXVO\��WKH�GHVLUDELOLW\�RI�UHJLRQDO�LQWHJUDWLRQ�ZRXOG�GHSHQG�
RQ�WKH�QHW�HIIHFW�RI�WUDGH�FUHDWLRQ�DQG�GLYHUVLRQ��
����,Q�FRQWUDVW��QHZ�H[SODQDWLRQV�RI�UHJLRQDO�LQWHJUDWLRQ�KDYH�HYROYHG�DW�D�WLPH�ZKHQ�PRVW�FRXQWULHV�
DUH�IROORZLQJ�PRUH�RSHQ�DQG�RXWZDUG�RULHQWHG�VWUDWHJLHV��DQG�ZKHUH�WKH�SULYDWH�VHFWRU�SOD\V�WKH�
OHDGLQJ�UROH�LQ�HFRQRPLF�DFWLYLWLHV��7KH�GHYHORSPHQW�RI�WKH�LQFHQWLYHV�WR�LQWHJUDWH�UHJLRQDOO\�
UHVXOWHG�LQ�LQFUHDVHG�HPSKDVLV�RQ�WKH�SRWHQWLDO�G\QDPLF�JDLQV�RI�LQWHJUDWLRQ��ZKLFK�DUH�DVVRFLDWHG�
ZLWK�LQFUHDVHG�LQYHVWPHQW��PRUH�FRPSHWLWLRQ��DQG�SURGXFWLYLW\�LPSURYHPHQW��/DZUHQFH��������'H�
0HOR�DQG�3DQDJDU\LD����������
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7KH�DERYH�JDLQV�DUH�QHLWKHU�DXWRPDWLF�QRU�LQVWDQW��&HUWDLQ�FRQGLWLRQV�QHHG�WR�EH�IXOILOOHG�WR�
HQVXUH�WKDW�FRXQWULHV�FDQ�EHQHILW�IURP�UHJLRQDO�DUUDQJHPHQWV��DQG�KHQFH�KDYH�WKH�PRWLYDWLRQ�
WR�LQWHJUDWH��2Q�WKH�RQH�KDQG��EHQHILWLQJ�IURP�WKH�VWDWLF�JDLQV�LV�PRUH�OLNHO\�ZKHQ�PHPEHU�
FRXQWULHV�HQMR\�WKUHH�FRQGLWLRQV��)LUVW��WKHLU�HFRQRPLHV�KDYH�D�KLJK�GHJUHH�RI�
FRPSOHPHQWDULW\��EHFDXVH�WKLV�ZLOO�RIIHU�JUHDWHU�URRP�IRU�WUDGH�FUHDWLRQ��6HFRQG��WKH\�DUH�
ODUJH�LQ�QXPEHU�EHFDXVH�WKLV�PHDQV�D�ODUJHU�PDUNHW�DQG�JUHDWHU�RSSRUWXQLW\�IRU�WUDGH��7KLUG��
WKH\�HQMR\�JHRJUDSKLFDO�SUR[LPLW\��EHFDXVH�SUR[LPLW\�UHGXFHV�WUDQVSRUWDWLRQ�FRVWV��DQG�KHQFH�
HQFRXUDJHV�WUDGH��$OWKRXJK��VRPH�DUJXH�WKDW�WKH�WHOHFRPPXQLFDWLRQV�DQG�FRPPXQLFDWLRQ�
UHYROXWLRQ�PD\�UHGXFH�WKH�LPSRUWDQFH�RI�JHRJUDSKLF�SUR[LPLW\��LW�GRHV�QRW�DQQXO�LW��
2Q�WKH�RWKHU�KDQG��EHQHILWLQJ�IURP�WKH�G\QDPLF�JDLQV�RI�UHJLRQDO�LQWHJUDWLRQ�UHTXLUHV�WKDW�

FRXQWULHV�EH�PRUH�RSHQ��%HFDXVH�WKH�ORZHU�WKH�WDULII�EDUULHUV��WKH�PRUH�LQWHQVH�WKH�
FRPSHWLWLRQ��WKH�ODUJHU�WKH�HIILFLHQF\�JDLQV��WKH�OHVVHU�WKH�SRWHQWLDO�IRU�WUDGH�GLYHUVLRQ��DQG�
ILQDOO\�WKH�ZHDNHU�WKH�RSSRVLWLRQ�WR�LQWHJUDWLRQ��$OVR��WKH�JUHDWHU�WKH�UROH�SOD\HG�E\�WKH�
SULYDWH�VHFWRU��WKH�ODUJHU�WKH�OLNHO\�JDLQV��7KLV�LV�EHFDXVH��WKH�PRUH�DFWLYH�DQG�G\QDPLF�WKH�
SULYDWH�VHFWRU��WKH�JUHDWHU�WKH�SRWHQWLDO�IRU�WUDGH�SURPRWLRQ��DQG�IRU�IRUPLQJ�MRLQW�SURMHFWV��
7KH�TXHVWLRQ�LV��GR�$UDE�FRXQWULHV�HQMR\�ERWK�VHWV�RI�UHTXLUHPHQWV"��
�&RPSOHPHQWDULW\�DPRQJ�$UDE�&RXQWULHV��
7DEOH�����VKRZV�WKH�FRPSOHPHQWDULW\�LQGH[�IRU�HDFK�$UDE�FRXQWU\�DQG�WKH�UHVW�RI�WKH�UHJLRQ�
FRPSXWHG�XVLQJ�GDWD�IURP�WKH�PLG�����V��7KH�FRPSOHPHQWDULW\�LQGH[�PHDVXUHV�KRZ�ZHOO�WKH�
VWUXFWXUH�RI�LPSRUWV�DQG�H[SRUWV�LQ�GLIIHUHQW�FRXQWULHV¶�PDWFK��7KH�YDOXH�RI�WKH�LQGH[�UDQJHV�
IURP�]HUR�WR�RQH�KXQGUHG��,W�LV�]HUR�ZKHQ�JRRGV�QRW�H[SRUWHG�E\�RQH�FRXQWU\�DUH�LPSRUWHG�E\�
WKH�RWKHU��DQG�����ZKHQ�WKH�H[SRUW�LPSRUW�VKDUHV�H[DFWO\�PDWFK��7KH�KLJKHU�LWV�YDOXH��WKH�
PRUH�OLNHO\�UHJLRQDO�LQWHJUDWLRQ�LV�WR�VXFFHHG��&RPSDULQJ�WKH�FRPSOHPHQWDULW\�LQGH[�IRU�HDFK�
$UDE�FRXQWU\�DQG�WKH�UHVW�RI�WKH�UHJLRQ�WR�WKRVH�RI�RWKHU�UHJLRQDO�EORFNV�UHYHDOV�D�YHU\�ORZ�
GHJUHH�RI�FRPSOHPHQWDULW\�DPRQJ�WKH�WUDGH�VWUXFWXUHV�RI�PRVW�$UDE�FRXQWULHV��ZKLFK�LV�
XQIDYRUDEOH�IRU�LQWUD�UHJLRQDO�WUDGH��7KLV�FRQFOXVLRQ�KDV�EHHQ�UHDFKHG�E\�VHYHUDO�VWXGLHV��$O�
$WUDVK�DQG�<RXVHI��������<HDWV�DQG�)UDQFLV���������7KHVH�VWXGLHV�SRLQW�RXW�WKDW�WKH�ODFN�RI�
FRPSOHPHQWDULW\�DPRQJ�$UDE�FRXQWULHV�ZDV�RQH�RI�WKH�PDLQ�UHDVRQV�IRU�WKH�OLPLWHG�WUDGH�
JDLQV�IURP�UHJLRQDO�LQWHJUDWLRQ�EHFDXVH�LW�FUHDWHG�D�GLVLQFHQWLYH�WR�LQWHJUDWH���
�



(&(6�:3���)DZ]\�-DQXDU\������

���

7DEOH�����$UDE�&RXQWULHV�7UDGH�&RPSOHPHQWDULW\�,QGLFHV������V�
5HJLRQDO�$UUDQJHPHQW� ,QGH[�YDOXH� 5HJLRQDO�$UUDQJHPHQW� ,QGH[�YDOXH�

6XFFHVVIXO�5HJLRQDO�$UUDQJHPHQWV��
(XURSHDQ�&RPPXQLW\������� ������ 1$)7$��� �����

8QVXFFHVVIXO�5HJLRQDO�$UUDQJHPHQWV�
/$)7$�� ����� $QGHDQ�3DFW� ����

&RPSOHPHQWDULW\�EHWZHHQ�$UDE�&RXQWULHV�
%DKUDLQ�	�$UDE�&RXQWULHV�� ����� /LE\D�	�$UDE�&RXQWULHV� ����
(J\SW�	�$UDE�&RXQWULHV� ����� 2PDQ�	�$UDE�&RXQWULHV� �����
-RUGDQ�	�$UDE�&RXQWULHV� ����� 4DWDU�$UDE�&RXQWULHV� �����
.XZDLW�	�$UDE�&RXQWULHV� ���� 6DXGL�$UDELD�	�$UDE�&RXQWULHV� �����
/HEDQRQ�	�$UDE�&RXQWULHV� ����� 6\ULD�	�$UDE�&RXQWULHV� �����
<HPHQ�	�$UDE�&RXQWULHV� ���� 8$(�	�$UDE�&RXQWULHV� �����

6RXUFH��<HDWV�DQG�)UDQFLV���������
�
,W�LV�ZRUWK�PHQWLRQLQJ�WKDW��DFFRUGLQJ�WR�WKH�FODVVLFDO�+HFNVFKHU�2KOLQ�PRGHO��WKH�JURZWK�

RI�LQWUD�(8�WUDGH�ZDV�QRW�RQO\�GULYHQ�E\�WKH�KLJK�GHJUHH�RI�FRPSOHPHQWDULW\�DPRQJ�(8�
PHPEHUV�DV�D�UHVXOW�RI�GLIIHUHQFHV�LQ�IDFWRU�HQGRZPHQWV��5DWKHU��LPSHUIHFW�FRPSHWLWLRQ�DQG�
SURGXFW�GLIIHUHQWLDWLRQ�SOD\HG�DQ�LPSRUWDQW�UROH��6KDILN���������7KLV�LPSOLHV�WKDW�HYHQ�ZLWK�
WKH�ORZ�OHYHO�RI�FRPSOHPHQWDULW\�DPRQJ�$UDE�VWDWHV��WKHUH�LV�URRP�IRU�LQFUHDVLQJ�LQWUD�$UDE�
WUDGH�LI�WKH\�GHYHORS�WKHLU�LQGXVWULDO�EDVH�DQG�LQFUHDVH�GLYHUVLILFDWLRQ�DQG�VSHFLDOL]DWLRQ��
7KH�/DUJH�1XPEHU�RI�$UDE�&RXQWULHV���
'HVSLWH�WKH�ODUJH�QXPEHU�RI�$UDE�FRXQWULHV�DQG�WKH�FRQVLGHUDEOH�VL]H�RI�WKHLU�FROOHFWLYH�
SRSXODWLRQ������PLOOLRQ���WKH�$UDE�UHJLRQ¶V�HFRQRPLF�VL]H�LV�OLPLWHG��ZKLFK�PD\�EH�RQH�RI�WKH�
UHDVRQV�IRU�WKH�OLPLWHG�SURJUHVV�RI�$UDE�FRRSHUDWLRQ��$GGHG�WR�WKLV��WKH�ZLGH�GLIIHUHQFHV�LQ�
WKH�HFRQRPLF�V\VWHPV�DQG�WKH�OHYHOV�RI�GHYHORSPHQW�DFURVV�FRXQWULHV�LPSHGH�GHHSHU�IRUPV�RI�
HFRQRPLF�UHODWLRQV�HYHQ�IXUWKHU���
0RUH�LPSRUWDQWO\��WKH�GLYHUJHQFH�LQ�WKH�OHYHOV�RI�GHYHORSPHQW�ZRUNV�DJDLQVW�GHHSHQLQJ�

HFRQRPLF�UHODWLRQV�DPRQJ�$UDE�FRXQWULHV��7KH�GLIIHUHQFHV�LQ�SHU�FDSLWD�LQFRPH�LQ�WKH�UHJLRQ�
DUH�RYHU�WZHQW\�RQH�IROG��ZLWK�6XGDQ�KDYLQJ�WKH�ORZHVW�SHU�FDSLWD�LQFRPH��86�������DQG�
.XZDLW�WKH�KLJKHVW��86�����������7KLV�JDS�UHDFKHV�RQO\�WHQ�IROG�DQG�ILYH�IROG�ZLWKLQ�WKH�
1$)7$�DQG�WKH�(8�UHVSHFWLYHO\��6KDILN����������7KLV�ZLGH�LQFRPH�JDS�LQ�WKH�$UDE�UHJLRQ�
PHDQV�WKDW�WKH�GLVWULEXWLRQ�RI�WKH�JDLQV�DQG�ORVVHV�IURP�LQWHJUDWLRQ�ZRXOG�EH�XQHYHQ�DFURVV�
FRXQWULHV��WKXV�LQFUHDVLQJ�RSSRVLWLRQ�WR�LQWHJUDWLRQ��$W�RQH�HQG��SRRU�FRXQWULHV�IHDU�EHLQJ�
PDUJLQDOL]HG��$W�WKH�RWKHU��ULFK�FRXQWULHV��SULPDULO\�RLO�SURGXFLQJ�FRXQWULHV��DUH�QRW�PRWLYDWHG�
WR�VKDUH�WKHLU�ZHDOWK�ZLWK�SRRU�$UDE�PHPEHUV�ZLWKRXW�DVVXUHG�UHWXUQV��$ODQVR�*DPR�HW�DO���
�������
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*HRJUDSKLF�3UR[LPLW\�
$UDE�FRXQWULHV�DUH�JHRJUDSKLFDOO\�FORVH��ZLWK�PRVW�KDYLQJ�FRPPRQ�ERUGHUV��<HW��KLJK�WDULII�
EDUULHUV��WKH�ODFN�RI�DGHTXDWH�LQIUDVWUXFWXUH�DQG�GLIIHUHQW�PHDQV�RI�WUDQVSRUWDWLRQ�DOO�LQFUHDVH�
WKH�FRVW�RI�WUDGH�EHWZHHQ�WKHVH�FRXQWULHV�DQG�HURGH�WKH�FRPSDUDWLYH�DGYDQWDJH�RI�SUR[LPLW\��
,Q�FRQWUDVW��SUR[LPLW\�LQ�WKH�FDVHV�RI�WKH�(8�DQG�1$)7$��SOD\HG�DQ�LPSRUWDQW�UROH�LQ�
DFWLYDWLQJ�LQWUD�UHJLRQDO�WUDGH��GXH�WR�QRQ�H[LVWHQW�WDULIIV�FRXSOHG�ZLWK�WKH�DYDLODELOLW\�RI�DQ�
LQWHQVLYH�DQG�GLYHUVH�QHWZRUN�RI�LQIUDVWUXFWXUH���2SHQQHVV�
$UDE�HFRQRPLHV�DUH�KLJKO\�SURWHFWHG�ERWK�LQ�DEVROXWH�WHUPV�DQG�UHODWLYH�WR�RWKHU�GHYHORSLQJ�
FRXQWULHV��$OWKRXJK�PRVW�RI�WKHP�KDYH�VWHSSHG�XS�WKHLU�OLEHUDOL]DWLRQ�HIIRUWV�VLQFH�WKH�PLG�
����¶V�WKURXJK�XQLODWHUDO��PXOWLODWHUDO�DQG�UHJLRQDO�WUDGH�DJUHHPHQWV��WKH�DYHUDJH�WDULII�IRU�WKH�
UHJLRQ�UHPDLQV�PXFK�KLJKHU�WKDQ�WKDW�RI�RWKHU�UHJLRQV��)LJXUH�����$OVR��QRQ�WDULII�EDUULHUV�DUH�
H[WHQVLYH�LQ�PDQ\�FRXQWULHV�LQ�WKH�UHJLRQ��=DUURXN���������7KH�KLJK�OHYHO�RI�SURWHFWLRQ��D�
OHJDF\�RI�WKH�LPSRUW�VXEVWLWXWLRQ�VWUDWHJ\�SXUVXHG�IROORZLQJ�LQGHSHQGHQFH�LQ�PRVW�$UDE�
VWDWHV��KDV�KDG�LPSRUWDQW�LPSOLFDWLRQV��,W�PDNHV�LQWHJUDWLRQ�XQGHVLUDEOH�EHFDXVH�LW�PHDQV�D�
ORVV�RI�WDULII�UHYHQXHV��ZKLFK�FDPH�WR�EH�D�PDLQ�VRXUFH�RI�UHYHQXH���,QGXVWULHV��ZKLFK�
VXUYLYHG�XQGHU�KLJK�ZDOOV�RI�SURWHFWLRQ��DUH�OLNHO\�WR�UHVLVW�LQWHJUDWLRQ�EHFDXVH�WKH\�DUH�
LQHIILFLHQW��)XUWKHUPRUH��KLJK�OHYHOV�RI�SURWHFWLRQ�UHGXFH�ILUPV¶�LQFHQWLYH�WR�WUDGH��VLQFH�
SURILWV�DUH�RIWHQ�KLJKHU�LQ�VKHOWHUHG�PDUNHWV��)LQDOO\��H[SRUWV�UHFHLYH�ORZ�SULRULW\��HYHQ�ZLWK�
IRUHLJQ�H[FKDQJH�EHLQJ�D�VFDUFH�FRPPRGLW\��+RHNPDQ���������
,Q�FRQWUDVW��IRU�ERWK�WKH�(8�DQG�1$)7$��RSHQQHVV�KDV�SUHFHGHG�UHJLRQDOLVP��7KH�ORZ�

OHYHO�RI�WDULIIV�PHDQW�WKDW�WUDGH�GLYHUVLRQ�ZDV�PLQLPDO�XQGHU�UHJLRQDO�DJUHHPHQWV��,Q�WKH�(8��
WDULIIV�KDG�DOUHDG\�EHHQ�HOLPLQDWHG�XQGHU�WKH�FRPPRQ�PDUNHW�DJUHHPHQW�LQ�WKH�����V�DQG�
����V��%HIRUH�WKH�1$)7$��DYHUDJH�WDULIIV�RQ�0H[LFDQ�JRRGV�HQWHULQJ�WKH�86�ZHUH�DERXW���
SHUFHQW�DQG�ZHUH�DERXW����SHUFHQW�IRU�86�JRRGV�HQWHULQJ�0H[LFR��,Q�DGGLWLRQ��FRQVLGHUDEOH�
HIIRUWV�ZHUH�H[HUWHG�WR�HOLPLQDWH�TXRWDV��LQ�ERWK�H[SHULHQFHV���6KDILN��������

����
���

�������������������������������������������������
��%HFDXVH�7DULIIV�LQ�PRVW�$UDE�FRXQWULHV�DFFRXQW�IRU�D�VL]HDEOH�VKDUH�RI�JRYHUQPHQW�UHYHQXH�QHDUO\����SHUFHQW�RQ�DYHUDJH�IRU�WKH�SHULRG��JRYHUQPHQWV�ZHUH�UHOXFWDQW�WR�JLYH�XS�WKLV�VWDEOH�VRXUFH�RI�ILQDQFLDO�UHVRXUFHV���
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)LJXUH����6HOHFWHG�,QGLFDWRUV�IRU�$UDE�&RXQWULHV�DQG�2WKHU�5HJLRQV��$YHUDJH����������
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�

6RXUFH��:RUOG�%DQN���������

�
3ULYDWH�6HFWRU�3DUWLFLSDWLRQ�LQ�(FRQRPLF�$FWLYLW\�
:KLOH�WKH�UHYLHZ�RI�VXFFHVVIXO�UHJLRQDO�EORFNV�LOOXVWUDWHV�WKH�LPSRUWDQFH�RI�WKH�SULYDWH�VHFWRU�
LQ�WKH�LQWHJUDWLRQ�SURFHVV��WKH�UROH�RI�WKH�SULYDWH�VHFWRU�LQ�WKH�$UDE�ZRUOG�UHPDLQV�OLPLWHG��DQG�
JRYHUQPHQWV�FRQWLQXH�WR�GRPLQDWH�HFRQRPLF�DFWLYLW\��7KH�ODUJH�VL]H�RI�WKH�JRYHUQPHQW��
PHDVXUHG�E\�WKH�VKDUH�RI�JRYHUQPHQW�H[SHQGLWXUHV�WR�*'3��KDV�KDG�WKH�HIIHFW�RI�FURZGLQJ�
RXW�WKH�SULYDWH�VHFWRU��)LJXUH�����)XUWKHUPRUH��WKH�VKRUWFRPLQJV�RI�WKH�LQVWLWXWLRQV�DQG�OHJDO�
IUDPHZRUN�IRU�LQYHVWPHQW�OHG�WR�D�ODFN�RI�WUDQVSDUHQF\��KLJK�WUDQVDFWLRQ�FRVWV��DQG�
XQFRPSHWLWLYH�EXVLQHVV�VHFWRU��
%HVLGHV�LWV�OLPLWHG�VL]H�DQG�ZHDN�FRPSHWLWLYHQHVV��WKH�SULYDWH�VHFWRU�PD\�DOVR�KDYH�IRXQG�

LQWHJUDWLRQ�ZLWKLQ�WKH�UHJLRQ�XQDSSHDOLQJ��)RU�H[DPSOH��LQ�PRVW�FRXQWULHV�WKH�EXVLQHVV�

*RYHUQPHQW�([SHQGLWXUH�*'3

�

�

��

��

��

��
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HQYLURQPHQW�UHPDLQV�OHVV�KRVSLWDEOH�WKDQ�HOVHZKHUH��/RFDO�PDUNHWV�DUH�DOVR�PRUH�DWWUDFWLYH�
WKDQ�LQ�QHLJKERULQJ�FRXQWULHV��GXH�ODUJHO\�WR�SURWHFWLRQ���
,Q�FRQWUDVW�WR�WKH�DEVHQFH�RI�EXVLQHVV�LQWHUHVW�LQ�$UDE�HFRQRPLF�LQWHJUDWLRQ��SULYDWH�

HQWHUSULVHV�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�WKH�SURFHVV�RI�LQWHJUDWLRQ�LQ�(XURSH�DQG�$PHULFD�
�0DWWOL���������,Q�WKH�(8��SULYDWH�ILUPV�VXSSRUWHG�WKH�7UHDW\�RI�5RPH��$�JURXS�RI�(XURSH¶V�
ODUJHVW�ILUPV�KDYH�KHOSHG�LQ�UHYLWDOL]LQJ�WKH�LQWHJUDWLRQ�SURFHVV�LQ�(XURSH��OHDGLQJ�WR�WKH�
6LQJOH�(XURSHDQ�$FW��/DUJH�(XURSHDQ�ILUPV�DUJXHG�WKDW�D�IUDJPHQWHG�(XURSH�GHSULYHV�WKHP�
RI�WKH�HFRQRPLHV�RI�VFDOH�WKH\�QHHGHG�WR�EH�FRPSHWLWLYH���
6LPLODUO\��LQ�WKH�FDVH�RI�1$)7$��JRYHUQPHQWV�EURXJKW�EXVLQHVV�LQWR�WKH�QHJRWLDWLQJ�

SURFHVV�EXW�LQ�D�ZHOO�GHVLJQHG�DQG�FOHDU�ZD\��7KH�*RYHUQPHQW�GHFLGHG�WKDW�DOO�WDULIIV�ZLOO�EH�
UHPRYHG�DQG�DOO�TXRWDV�ZLOO�EH�DEROLVKHG��7KH�SULYDWH�LQGXVWULHV�SUHSDUHG�SRVLWLRQ�SDSHUV�DV�
SDUW�RI�WKH�QHJRWLDWLRQV�WKDW�DQDO\]HG�WKH�WLPLQJ�DQG�VHTXHQFH�RI�VXFK�OLEHUDOL]DWLRQ��%LJ�
EXVLQHVV�RUJDQL]DWLRQV�LQ�1$)7$��LQFOXGLQJ�WKH�1DWLRQDO�$VVRFLDWLRQ�RI�0DQXIDFWXUHUV��WKH�
1DWLRQDO�5HWDLO�)HGHUDWLRQ��WKH�%XVLQHVV�5RXQGWDEOH�DQG�WKH�86�&RXQFLO�IRU�,QWHUQDWLRQDO�
%XVLQHVV�H[SUHVVHG�VXSSRUW�IRU�GHHSHU�LQWHJUDWLRQ��E\�DVNLQJ�IRU�H[WHQGLQJ�WKH�DJUHHPHQW�WR�
HQFRPSDVV�YDULRXV�JXDUDQWHHV��IRU�H[DPSOH�UHJDUGLQJ�WKH�DYDLODELOLW\�RI�IRUHLJQ�H[FKDQJH��
H[SURSULDWLRQ�DQG�GLVSXWH�VHWWOHPHQW��/DZUHQFH����������
�&RPELQLQJ�DOO�WKH�DERYH�HOHPHQWV��LW�LV�FOHDU�WKDW�$UDE�FRXQWULHV�GLG�QRW�KDYH�HQRXJK�

HFRQRPLF�LQFHQWLYHV�WR�VHHN�UHJLRQDO�LQWHJUDWLRQ��7KH�ORZ�GHJUHH�RI�RSHQQHVV��ORZ�OHYHO�RI�
FRPSOHPHQWDULW\��DQG�OLPLWHG�UROH�RI�WKH�SULYDWH�VHFWRU�DUH�WKH�PDLQ�UHDVRQV�IRU�WKH�
GLVLQFHQWLYHV�WR�LQWHJUDWH��%XW��HFRQRPLFV�LV�QRW�WKH�RQO\�GULYLQJ�IRUFH�IRU�LQWHJUDWLRQ��SROLWLFV�
LV�MXVW�DV�LPSRUWDQW��7KH�QH[W�VHFWLRQ�GHDOV�ZLWK�WKH�SROLWLFDO�VLGH�RI�LQWHJUDWLRQ��
�

,9��3ROLWLFDO�,QFHQWLYHV�
7KLV�VHFWLRQ�H[DPLQHV�ZKHWKHU�WKH�SROLWLFDO�LQFHQWLYHV�ZRUN�LQ�IDYRU�RU�DJDLQVW�$UDE�
HFRQRPLF�LQWHJUDWLRQ��0RUH�VSHFLILFDOO\��LW�DWWHPSWV�WR�DQVZHU�WKH�IROORZLQJ�TXHVWLRQ��,V�WKH�
ODFN�RI�SROLWLFDO�LQFHQWLYHV�RQH�RI�WKH�UHDVRQV�WKDW�SUHYHQWHG�HFRQRPLF�LQWHJUDWLRQ�DPRQJ�WKH�
$UDE�FRXQWULHV"��
�������������������������������������������������
��)XUWKHUPRUH��VHYHUDO�VWXGLHV�KDYH�VKRZQ�WKDW�PDQ\�IDFWRUV�ZHUH�DW�ZRUN�WR�UHLQIRUFH�WKH�VORZ�SURJUHVV�RI�$UDE�
LQWHJUDWLRQ��2QH�ZDV�WKH�GHEW�FULVLV�WKDW�KLW�D�QXPEHU�RI�$UDE�FRXQWULHV�GXULQJ�WKH�����V�DV�D�UHVXOW�RI�IDOOLQJ�RLO�
SULFHV��7KLV�KLW�(J\SW�DQG�-RUGDQ�SDUWLFXODUO\�EDGO\�DV�WKH\�UHOLHG�KHDYLO\�RQ�$UDE�DLG��DQG�PLJUDQW�UHPLWWDQFHV�
�2ZHQ��������
�
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$FFRUGLQJ�WR�WKH�SROLWLFDO�VFLHQFH�OLWHUDWXUH�RQ�HFRQRPLF�LQWHJUDWLRQ��WKUHH�PDLQ�FRQGLWLRQV�
DUH�QHFHVVDU\�IRU�LQWHJUDWLRQ�WR�PDWHULDOL]H��+DDV��������0RUDYFLVN���������)LUVW��SROLWLFDO�
OHDGHUV�PXVW�EH�ZLOOLQJ�WR�LQWHJUDWH��6HFRQG��WKH\�VKRXOG�EH�DEOH�WR�SURYLGH�DQ�HIIHFWLYH�
UHJLRQDO�LQVWLWXWLRQDO�VHW�XS�WR�UHVROYH�DQ\�SUREOHPV�WKDW�PD\�DFFRPSDQ\�LQWHJUDWLRQ��)LQDOO\��
WKH\�PXVW�DFFHSW�YROXQWDULO\�WKDW�RQH�RU�PRUH�PHPEHUV�RI�WKH�JURXS�ZLOO�DFW�DV�UHJLRQDO�OHDGHU�
RU�OHDGHUV��7KHVH�WKUHH�FRQGLWLRQV�DUH�H[SODLQHG�EHORZ��

3ROLWLFDO�OHDGHUV�PXVW�EH�ZLOOLQJ�WR�LQWHJUDWH��/HDGHUV¶�ZLOOLQJQHVV�WR�LQWHJUDWH�UHTXLUHV�
WKDW�WKH�SRWHQWLDO�EHQHILWV��LQ�WHUPV�RI�UHWDLQLQJ�SROLWLFDO�SRZHU�RU�LPSURYLQJ�UH�HOHFWLRQ�
FKDQFHV��DUH�PRUH�WKDQ�WKH�H[SHFWHG�FRVWV�RI�LQWHJUDWLRQ��,Q�RWKHU�ZRUGV��SROLWLFDO�OHDGHUV�DUH�
OLNHO\�WR�HQFRXUDJH�LQWHJUDWLRQ�LI�LW�HQKDQFHV�WKHLU�OHJLWLPDF\�ZLWKRXW�WRR�PXFK�ORVV�RI�
VRYHUHLJQW\���

3ROLWLFDO�OHDGHUV�VKRXOG�EH�DEOH�WR�SURYLGH�DQ�HIIHFWLYH�UHJLRQDO�LQVWLWXWLRQDO�VHW�XS��7KLV�
FRQGLWLRQ�LV�PHW�ZKHQ�WKH�OHDGHUV�DUH�DEOH�WR�HVWDEOLVK�VXSUD�QDWLRQDO�UHJLRQDO�UXOHV��SROLFLHV�
DQG�RUJDQL]DWLRQV�WKDW�DUH�UHVSRQVLEOH�IRU�IRUPXODWLQJ�DQG�PRQLWRULQJ�SROLFLHV��DV�ZHOO�DV�
UHVROYLQJ�GLVSXWHV��7KH�PDLQ�PDQGDWH�RI�VXFK�UHJLRQDO�LQVWLWXWLRQV�ZRXOG�EH�WR�SXUVXH�
LQWHJUDWLRQ��PRELOL]H�WKH�VXSSRUW�RI�GLIIHUHQW�FRXQWULHV�DQG�HQVXUH�WKH�HQIRUFHPHQW�RI�WKH�
UHJLRQDO�UXOHV��

3ROLWLFDO�OHDGHUV�PXVW�DFFHSW�YROXQWDULO\�WKDW�RQH�RU�PRUH�PHPEHUV�RI�WKH�JURXS�ZLOO�DFW�DV�
UHJLRQDO�OHDGHU�RU�OHDGHUV��5HJLRQDO�LQWHJUDWLRQ�VFKHPHV�PD\�JR�EH\RQG�WKH�UHPRYDO�RI�
ERUGHU�EDUULHUV��VKDOORZ�LQWHJUDWLRQ��DQG�PD\�LQFOXGH�HIIRUWV�WR�DGRSW�FRPPRQ�UHJXODWLRQV�
DQG�SROLFLHV��GHHS�LQWHJUDWLRQ��VXFK�DV�FRPPRQ�UXOHV�RI�RULJLQ��FRPPRQ�FRPPHUFLDO�SROLFLHV��
DQG�FRPPRQ�LQYHVWPHQW�FRGHV��7KHVH�UHTXLUHPHQWV�RIWHQ�JLYH�ULVH�WR�FRRUGLQDWLRQ�SUREOHPV��
HVSHFLDOO\�ZKHQ�VWDWHV�KDYH�FRQIOLFWLQJ�LQWHUHVWV�DQG�YLHZV�DERXW�WKH�DSSURSULDWH�FRXUVH�RI�
DFWLRQ��7KH�EHVW�VROXWLRQ�IRU�WKLV�SUREOHP�LV�WR�DJUHH�RQ�WKH�OHDGHUVKLS�RI�RQH�VWDWH�RU�PRUH��
ZKRVH�PHPEHUVKLS�LV�RU�DUH�SHUFHLYHG�WR�EH�LPSRUWDQW�IRU�WKH�DJUHHPHQW�WR�VWDQG��7KH�OHDGHU�
RU�OHDGHUV�FDQ�VHUYH�DV�D�IRFDO�SRLQW�LQ�WKH�FRRUGLQDWLRQ�RI�UXOHV��UHJXODWLRQV�DQG�SROLFLHV��7KLV�
IRFDO�SRLQW�FDQ�DOVR�KHOS�HDVH�WKH�GLVWULEXWLRQDO�WHQVLRQV�WKURXJK�VLGH�SD\PHQWV��IRU�H[DPSOH���
$YDLODEOH�HYLGHQFH�VXSSRUWV�WKLV�WKHRUHWLFDO�IUDPHZRUN��&RXQWULHV�WKDW�VXFFHVVIXOO\�

LQWHJUDWHG�VDWLVILHG�WKHVH�WKUHH�FRQGLWLRQV��7KHUHIRUH��LW�VHHPV�SODXVLEOH�WR�DWWULEXWH�WKH�VORZ�
SURJUHVV�RI�$UDE�LQWHJUDWLRQ�WR�WKH�ODFN�RI�DOO�WKUHH�FRQGLWLRQV��7KLV�LV�H[SORUHG�EHORZ��
��
�
�
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3ROLWLFDO�:LOO���
7KH�GHFLVLRQ�WR�LQWHJUDWH�LPSOLHV�E\�LWVHOI�D�VDFULILFH�RI�D�FHUWDLQ�GHJUHH�RI�SROLWLFDO�DXWRQRP\��
7KHUHIRUH��IRU�LQWHJUDWLRQ�WR�EH�SROLWLFDOO\�GHVLUDEOH��LWV�SRWHQWLDO�EHQHILWV�WR�WKH�OHDGHUVKLS�DQG�
LWV�FRQVWLWXHQFLHV��LQ�WHUPV�RI�UHWDLQLQJ�SROLWLFDO�SRZHU�RU�LQFUHDVLQJ�WKH�FKDQFHV�RI�UH�
HOHFWLRQ��PXVW�RXWZHLJK�LWV�H[SHFWHG�FRVWV��,Q�WKH�$UDE�UHJLRQ��LW�VHHPV�WKDW�WKH�EHQHILWV�RI�
LQWHJUDWLRQ�DUH�OLNHO\�WR�EH�OHVV�WKDQ�WKH�FRVWV��,Q�WKH�FDVH�RI�WKH�EHQHILWV��WKH�HFRQRPLF�JDLQV�
DVVRFLDWHG�ZLWK�LQWHJUDWLRQ�DUH�OLNHO\�WR�EH�UHODWLYHO\�VPDOO��ZKLFK�PD\�H[SODLQ�SDUWLDOO\�ZK\�
OHDGHUV�ZHUH�QRW�VR�HDJHU�WR�LQWHJUDWH��7KLV�GLIIHUV�IURP�ZKDW�WRRN�SODFH�LQ�WKH�(8�DQG�
1$)7$��ZKHUH�WKH�OHDGHUV�VDZ�WKH�HFRQRPLF�JDLQV�WR�EH�VLJQLILFDQW��)RU�H[DPSOH��WKH�
(XURSHDQ�FRXQWULHV�DGRSWHG�WKH�6LQJOH�(XURSHDQ�$FW�LQ�UHVSRQVH�WR�VORZ�(XURSHDQ�HFRQRPLF�
JURZWK�LQ�WKH�HDUO\�����V��6LPLODUO\��&DQDGD�DQG�0H[LFR�WXUQHG�WR�WKH�8QLWHG�6WDWHV�ZKHQ�
WKHLU�HFRQRPLHV�ZHUH�LQ�WURXEOH��0DWWOL���������0RUH�LPSRUWDQWO\��DV�(VFULEDQR��������SRLQWV�
RXW��EHFDXVH�PRVW�RI�WKH�$UDE�OHDGHUV�DUH�QRW�IUHHO\�HOHFWHG��WKH\�GR�QRW�QHFHVVDULO\�VHH�WKH�
LQWHJUDWLRQ�ZHOIDUH�JDLQV��LI�DQ\��DV�WKH�PDLQ�ZD\�WR�VWD\�LQ�SRZHU���
�$V�IRU�WKH�H[SHFWHG�FRVWV��WKH�IHDU�RI�ORVLQJ�VRYHUHLJQW\�LV�FRQVLGHUHG�WKH�PDLQ�REVWDFOH�WR�

LQWHJUDWLRQ��$FFRUGLQJ�WR�+XGVRQ��������DQG�6D\LJK���������WKH�SROLWLFDO�UXOLQJ�HOLWHV�LQ�WKH�
$UDE�ZRUOG�ZLWK�WKHLU�YHVWHG�LQWHUHVW�LQ�PDLQWDLQLQJ�WKHLU�LQIOXHQFH�ZLWKLQ�LQGLYLGXDO�VWDWHV�
ZHUH�OHVV�WKDQ�VXSSRUWLYH�RI�LQWHJUDWLRQ�SURMHFWV��7KLV�GHOD\�LQ�WKH�SXUVXLW�RI�HFRQRPLF�
LQWHJUDWLRQ�LV�RIWHQ�GHULYHG�IURP�WKH�FRQYLFWLRQ�WKDW�WR�EH�HIIHFWLYH��HFRQRPLF�LQWHJUDWLRQ�
PXVW�EH�DFFRPSDQLHG��VRRQHU�RU�ODWHU�E\�SROLWLFDO�LQWHJUDWLRQ��)RU�WKH�HOLWH�WKLV�ZRXOG�PHDQ�
ORVLQJ�WKHLU�SULYLOHJHG�SRVLWLRQ�DV�D�FODVV������
$QRWKHU�LPSRUWDQW�H[SODQDWLRQ�IRU�WKH�KLJK�FRVW�RI�LQWHJUDWLRQ�LV�WKDW�LQWHJUDWLRQ�RIWHQ�

OHDGV��LQ�WKH�VKRUW�DQG�PHGLXP�WHUPV��WR�VRPH�WUDQVLWLRQDO�FRVWV��ZKLFK�FRXOG�UHVXOW�LQ�VRFLDO�
SUHVVXUHV�WKDW�DUH�WRR�FRVWO\�IURP�D�SROLWLFDO�SRLQW�RI�YLHZ��7DULII�FXWV��ZLGHQLQJ�H[WHUQDO�
LPEDODQFHV��GRZQVL]LQJ�RI�LPSRUW�VXEVWLWXWLRQ�LQGXVWULHV��DQG�ULVLQJ�XQHPSOR\PHQW��DUH�VRPH�
H[DPSOHV�RI�WKH�FRVWV�RI�DGMXVWPHQW��$OWKRXJK�LQ�WKH�ORQJ�UXQ�EHQHILWV�PD\�RXWZHLJK�VKRUW�
UXQ�FRVWV��LW�VHHPV�WKDW�WKH�ORQJ�WHUP�PD\�SURYH�ORQJHU�WKDQ�SROLWLFLDQV�DUH�ZLOOLQJ�WR�DGPLW���
7KLV�LV�WUXH�LQ�DOO�UHJLRQDO�H[SHULHQFHV��EXW�PD\�EH�PRUH�SURQRXQFHG�LQ�WKH�$UDE�UHJLRQ�GXH�WR�
WKH�VLJQLILFDQW�QHHG�IRU�DGMXVWPHQW�VR�FRXQWULHV�FDQ�EHQHILW�IURP�LQWHJUDWLRQ��7KH�DEVHQFH�RI�
�������������������������������������������������
��,Q�DGGLWLRQ��6LUDJHOGLQ���������DQG�(VFULEDQR���������KDYH�FLWHG�RWKHU�SROLWLFDO�UHDVRQV�WKDW�GLVFRXUDJH�$UDE�
JRYHUQPHQWV�IURP�VHHNLQJ�LQWHJUDWLRQ��$PRQJ�WKHVH�IDFWRUV�DUH�LQWHUQDO�XQUHVW��IUDJPHQWDWLRQ�DQG�D�ODFN�RI�
PXWXDO�WUXVW��
�
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PHFKDQLVPV�WR�FRPSHQVDWH�WKRVH�WKDW�ORVH�RXW�IURP�LQWHJUDWLRQ�H[DFHUEDWHV�WKH�SUREOHP�IRU�
SROLWLFDO�OHDGHUV���
([DPSOHV�RI�WKHVH�FRVWV�DUH�LQGLFDWHG�LQ�7DEOH����ZKLFK�VKRZV�WKH�VLJQLILFDQW�ZHLJKW�RI�

WKRVH�JURXSV�PRVW�OLNHO\�WR�RSSRVH�LQWHJUDWLRQ�LQ�WKH�$UDE�ZRUOG��7KHVH�JURXSV�VHHP�WR�KDYH�
WKH�SRZHU�WR�EORFN�DWWHPSWV�WR�RSHQ�XS�UHJLRQDOO\��7KH\�LQFOXGH�LPSRUW�VXEVWLWXWLQJ�
LQGXVWULDOLVWV��PHDVXUHG�E\�WKH�ORZ�VKDUH�RI�PDQXIDFWXUHG�H[SRUWV�WR�WRWDO�H[SRUWV�DV�D�SUR[\���
EXUHDXFUDWV�UHVSRQVLEOH�IRU�ILVFDO�VXVWDLQDELOLW\��PHDVXUHG�E\�SHUFHQWDJH�RI�LPSRUW�GXWLHV�WR�
WD[�UHYHQXHV�DV�D�SUR[\���DQG�HPSOR\HHV�LQ�WKH�JRYHUQPHQW�DQG�SXEOLF�VHFWRU��PHDVXUHG�E\�
WKH�XQHPSOR\PHQW�UDWH�DV�D�SUR[\���
�

7DEOH����6HOHFWHG�,QGLFDWRUV�IRU�WKH�$UDE�5HJLRQ�DQG�2WKHU�5HJLRQV����� �
�
�
�
�
�
�
�
�
�
�
�

6RXUFH��:RUOG�%DQN�����������5HJLRQDO�&RPPLWPHQW�,QVWLWXWLRQV� �
&RPPLWPHQW�LQVWLWXWLRQV�UHIHU�WR�WKH�DUUD\�RI�UXOHV��SROLFLHV�DQG�RUJDQL]DWLRQV�WKDW�DUH�
KLHUDUFKLFDOO\�VXSHULRU�WR�GRPHVWLF�ODZ�DQG�GLUHFWO\�DSSOLFDEOH�WR�PHPEHUV�LQ�WKH�UHJLRQDO�
DUUDQJHPHQWV��7KHLU�PDLQ�UHVSRQVLELOLW\�LV�WR�PRQLWRU�DQG�HQIRUFH�WKH�UHJLRQDO�LQWHJUDWLRQ�
REOLJDWLRQV��LQ�RUGHU�WR�LPSURYH�FRPSOLDQFH�ZLWK�WKH�UXOHV�RI�LQWHJUDWLRQ��7KH�DYDLODELOLW\�RI�
VXFK�LQVWLWXWLRQV�LQ�WKH�$UDE�UHJLRQ�LV�UHYLHZHG�EHORZ����
�5HJLRQDO�0RQLWRULQJ�DQG�(QIRUFLQJ�,QVWLWXWLRQV�
$OWKRXJK�WKHUH�DUH�PDQ\�$UDE�UHJLRQDO�RUJDQL]DWLRQV��H�J��$UDE�(FRQRPLF�&RXQFLO��
(FRQRPLF�DQG�6RFLDO�&RXQFLO��2UJDQL]DWLRQ�RI�$UDE�3HWUROHXP�([SRUWLQJ�&RXQWULHV��$UDE�
/DERU�2UJDQL]DWLRQ��$UDE�,QVWLWXWLRQ�IRU�,QYHVWPHQW�*XDUDQWHH��DQG�WKH�$UDE�)XQG�IRU�6RFLDO�
DQG�(FRQRPLF�'HYHORSPHQW���WKH�UHJLRQ�ODFNV�HIIHFWLYH�LQVWLWXWLRQV�WR�GHDO�ZLWK�WKH�
IRUPXODWLRQ��LPSOHPHQWDWLRQ��DQG�PRQLWRULQJ�RI�QHFHVVDU\�UXOHV��ODZV��DQG�SROLFLHV�IRU�

,QGLFDWRU� &RXQWULHV� $YHUDJH�����������
$UDE�&RXQWULHV� ���
(8� ���
1$)7$� ���
0(5&2685� ���

0DQXIDFWXULQJ�H[SRUWV�WRWDO�H[SRUWV�����
$6($1� ���
$UDE�&RXQWULHV� ���
(8� �
1$)7$� ��
0(5&2685� ��

,PSRUW�GXWLHV�WD[�UHYHQXH����
�
$6($1� ���
$UDE�&RXQWULHV� ���
(8� �
1$)7$� ��
0(5&2685� ��

8QHPSOR\PHQW�WRWDO�ODERU�IRUFH�����
$6($1� ��
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UHJLRQDO�LQWHJUDWLRQ�WR�WDNH�SODFH��,Q�FRQWUDVW��PHPEHU�VWDWHV�LQ�WKH�(8�HVWDEOLVKHG�VXSUD�
QDWLRQDO�LQVWLWXWLRQV��VXFK�DV�WKH�&RPPLVVLRQ�RI�WKH�(XURSHDQ�&RPPXQLWLHV�DQG�WKH�(XURSHDQ�
&RXQFLO��WKH�H[HFXWLYH�DXWKRULW\�RI�WKH�(8���WKH�(XURSHDQ�3DUOLDPHQW��WKH�OHJLVODWLYH�
DXWKRULW\���DQG�WKH�(XURSHDQ�&RXUW�RI�-XVWLFH��WKH�-XGLFLDU\�DXWKRULW\���7KHVH�LQVWLWXWLRQV�KDYH�
SOD\HG�D�PDMRU�UROH�LQ�WKH�GHYHORSPHQW�DQG�VXFFHVV�RI�WKH�(8��+RHNPDQ�DQG�0HVVHUOLQ��
IRUWKFRPLQJ���
,W�VHHPV�WKDW�WKH�SUREOHP�LQ�WKH�$UDE�UHJLRQ�LV�WKH�H[LVWHQFH�RI�WRR�PDQ\�RUJDQL]DWLRQV�

ZLWK�LQVLJQLILFDQW�UROHV��FDSDFLW\�DQG�KHQFH�UHVXOWV��$OWKRXJK�WKLV�LV�QRW�WKH�UHDO�EDUULHU�WR�
LQWHJUDWLRQ��VLQFH�FRXQWULHV�GLG�QRW�KDYH�WKH�HFRQRPLF�DQG�SROLWLFDO�LQFHQWLYHV�WR�LQWHJUDWH�LQ�
WKH�ILUVW�SODFH��WKH�DEVHQFH�RI�DQ�HIIHFWLYH�IUDPHZRUN�RI�LQVWLWXWLRQV�PD\�LQKLELW�DQ\�DWWHPSWV�
WR�VSHHG�XS�WKH�LQWHJUDWLRQ�SURFHVV�LQ�WKH�IXWXUH���
2I�FRXUVH�WKH�$UDE�FRXQWULHV�IRUPHG�WKH�$UDE�/HDJXH�PDQ\�\HDUV�DJR��+RZHYHU��WKH�

/HDJXH¶V�HIIRUWV�WR�IRVWHU�HFRQRPLF�LQWHJUDWLRQ�KDYH�EHHQ�JHQHUDOO\�QRW�YHU\�HIIHFWLYH�
�+XGVRQ���������7KH�/HDJXH�LV�QRW�D�VXSUD�QDWLRQDO�RUJDQL]DWLRQ�OLNH�WKH�(XURSHDQ�
&RPPLVVLRQ��,W�ODFNV�WKH�OHJDO�DQG�SROLWLFDO�DXWKRULW\�WR�RYHUULGH�WKH�VRYHUHLJQ�DXWRQRP\�RI�
WKH�PHPEHU±VWDWHV��,Q�IDFW��WKH�SUHDPEOH�RI�WKH�/HDJXH�&KDUWHU�DVVXUHV�WKH�VRYHUHLJQW\�DQG�
LQGHSHQGHQFH�RI�WKH�PHPEHU�VWDWHV��)XUWKHUPRUH��LW�LV�D�UHODWLYHO\�VPDOO�RUJDQL]DWLRQ�
HQFRPSDVVLQJ�DERXW�RQH�WKRXVDQG�HPSOR\HHV��FRPSDUHG�WR����WKRXVDQG�HPSOR\HHV�RI�WKH�
(XURSHDQ�8QLRQ�LQ�%UXVVHOV�DORQH��,Q�DGGLWLRQ��WKH�/HDJXH�GRHV�QRW�KDYH�WKH�LQVWLWXWLRQV�DQG�
WKH�UHODWHG�PHFKDQLVPV�RI�FROOHFWLYH�SROLF\PDNLQJ�UHTXLUHG�IRU�UHJLRQDO�FRQIOLFW�UHVROXWLRQ��
&RPSHQVDWLRQ�0HFKDQLVPV�IRU�3URWHFWLQJ�WKH�/RVHUV�
1HLWKHU�WKH������DJUHHPHQW�RQ�WKH�)DFLOLWDWLRQ�DQG�3URPRWLRQ�RI�,QWUD�$UDE�7UDGH�QRU�WKH�
�����$)7$�DJUHHPHQW�SURYLGHV�HIIHFWLYH�FRPSHQVDWLRQ�PHFKDQLVPV�DPRQJ�$UDE�VWDWHV��
7KLV�OHG�D�QXPEHU�RI�FRXQWULHV�WR�UHIUDLQ�IURP�OLEHUDOL]LQJ�WKHLU�WUDGH��(YLGHQFH�IURP�RWKHU�
UHJLRQDO�EORFNV�VXSSRUWV�WKLV�ILQGLQJ��7KH�/DWLQ�$PHULFDQ�)UHH�7UDGH�$UHD�$VVRFLDWLRQ�DQG�
WKH�$QGHDQ�3DFW�HYHQWXDOO\�FROODSVHG�GXH�WR�GLVDJUHHPHQWV�UHJDUGLQJ�KRZ�FRVWV�DQG�
EHQHILWV�RI�WKH�DUUDQJHPHQWV�ZHUH�EHLQJ�VKDUHG��,Q�DGGLWLRQ��WKH�QRQ�H[LVWHQFH�RI�
PHFKDQLVPV�WR�GHDO�ZLWK�WKH�GLVWULEXWLRQ�RI�JDLQV�ZLWKLQ�HDFK�FRXQWU\��KDYH�DOVR�KLQGHUHG�
HIIRUWV�IRU�$UDE�UHJLRQDO�LQWHJUDWLRQ����
,Q�WKH�(8��DQ�LPSRUWDQW�HOHPHQW�RI�VXFFHVV�KDV�EHHQ�WKH�XVH�RI�LQVWUXPHQWV�WR�FRPSHQVDWH�

WKH�ORVHUV�IURP�LQWHJUDWLRQ��7ZR�W\SHV�RI�LQVWUXPHQWV�IRU�FRPSHQVDWLRQ�ZHUH�XVHG��6KDILN��
�������7KH�ILUVW�ZDV�XVHG�WR�FRPSHQVDWH�ORVHUV�ZLWKLQ�FRXQWULHV��2QH�H[DPSOH�LV�WKH�&RPPRQ�
$JULFXOWXUH�3ROLF\��&$3���,W�ZDV�XVHG�WR�FRPSHQVDWH�WKH�DJULFXOWXUDO�VHFWRU��ZKLFK�ZDV�
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H[SHFWHG�WR�ORVH�IURP�LQWHJUDWLRQ��*HUPDQ\��%ULWDLQ�DQG�WKH�1HWKHUODQGV�ZHUH�QHW�FRQWULEXWRUV�
WR�&$3��ZKLOH�)UDQFH��,WDO\�DQG�,UHODQG�ZHUH�WKH�PDLQ�EHQHILFLDULHV��7KH�VHFRQG�GHYLFH�ZDV�
XVHG�WR�FRPSHQVDWH�ORVLQJ�FRXQWULHV�RU�UHJLRQV��([DPSOHV�RI�WKHVH�LQVWLWXWLRQV�LQFOXGH�WKH�
(XURSHDQ�,QYHVWPHQW�%DQN��(,%��DQG�WKH�(XURSHDQ�6RFLDO�)XQG��(6)���ZKLFK�ZHUH�LQWHQGHG�
WR�DVVLVW�OHVV�GHYHORSHG�UHJLRQV��DV�ZHOO�DV�KHOS�DUHDV�DIIHFWHG�E\�LQGXVWULDO�GHFOLQH�DQG�KLJK�
XQHPSOR\PHQW��7KH�PDMRU�EHQHILFLDULHV�ZHUH�3RUWXJDO��6SDLQ��*UHHFH�DQG�,UHODQG��
�$V�IDU�DV�1$)7$�LV�FRQFHUQHG��WKHUH�ZHUH�QR�ILQDQFLDO�FRPSHQVDWLRQ�VFKHPHV�IRU�

0H[LFR��,QVWHDG��0H[LFR�ZDV�JUDQWHG�PRUH�WLPH�WR�DGMXVW�WKURXJK�D�PRUH�JUDGXDO�SKDVLQJ�RI�
WUDGH�OLEHUDOL]DWLRQ��)RU�H[DPSOH��ZKLOH�WKH�86�ZDV�VXSSRVHG�WR�HOLPLQDWH�WDULIIV�RQ�PDQ\�
SURGXFWV�LPPHGLDWHO\��0H[LFR�ZDV�JLYHQ�D�SHULRG�RI�XS�WR�ILYH�\HDUV�WR�HOLPLQDWH�WDULIIV�RQ�
VRPH�SURGXFWV��
5HJLRQDO�/HDGHUVKLS�
$FFRUGLQJ�WR�+XGVRQ���������WKH�$UDE�UHJLRQ�ODFNV�XQFRQWHVWHG�UHJLRQDO�OHDGHUVKLS��7KLV�ODFN�
RI�OHDGHUVKLS�KDV�DOVR�FULSSOHG�WKH�/DWLQ�$PHULFD�)UHH�7UDGH�$VVRFLDWLRQ��WKH�$6($1�DQG�WKH�
$QGHDQ�3DFW��)RU�WKH�$UDE�UHJLRQ�(J\SW�SDUWLDOO\�SOD\HG�VXFK�D�UROH�LQ�WKH�����V�DQG�����V��
KRZHYHU�WKH�DFFRXQWDELOLW\�RI�WKLV�UROH�GHFOLQHG�VLJQLILFDQWO\�IROORZLQJ�WKH�VLJQLQJ�RI�WKH�
SHDFH�WUHDW\�ZLWK�,VUDHO�LQ�WKH�ODWH�����V��
6LQFH�WKHQ��VHYHUDO�RWKHU�$UDE�FRXQWULHV�VHHP�WR�EHOLHYH�WKH\�TXDOLI\�WR�SOD\�D�OHDGLQJ�UROH��

7KH\�LQFOXGH�,UDT��6\ULD��DQG�6DXGL�$UDELD��,UDT�ZDV�HPHUJLQJ�DV�D�SRWHQWLDO�FRUH�VWDWH�EXW�
DIWHU�LWV�GHIHDW�LQ�WKH�*XOI�ZDU�WKH�SRVVLELOLW\�RI�LW�DVVXPLQJ�WKH�UROH�RI�UHJLRQDO�OHDGHU��ZDV�
ORVW��6\ULD�HQMR\V�WKH�SRVLWLRQ�RI�D�OHDGLQJ�SRZHU�LQ�WKH�:HVWHUQ�)HUWLOH�&UHVFHQW��EXW�LWV�
UHODWLYHO\�ORZ�OHYHO�RI�GHYHORSPHQW�SUHYHQWV�LWV�IURP�DFWLQJ�DV�D�UHJLRQDO�OHDGHU��6DXGL�$UDELD�
KDV�D�VSHFLDO�SRVLWLRQ�DPRQJ�WKH�*XOI�6WDWHV��EXW�QRW�DPRQJ�WKH�UHJLRQ�DV�D�ZKROH����
,Q�FRQWUDVW��WKH�H[LVWHQFH�RI�RQH�RU�WZR�UHJLRQDO�OHDGHUV�DPRQJ�WKH�PHPEHU�VWDWHV��ZDV�RQH�

RI�WKH�NH\�UHDVRQV�EHKLQG�WKH�VXFFHVV�RI�(8�DQG�1$)7$��0DWWOL���������7KHLU�UHVSHFWLYH�
OHDGHUV�ZHUH�*HUPDQ\�DQG�)UDQFH��DQG�WKH�8QLWHG�6WDWHV��7KH�UHJLRQDO�OHDGHUV�LQ�WKH�WZR�
H[SHULHQFHV�VHUYHG�DV�IRFDO�SRLQWV�LQ�WKH�FRRUGLQDWLRQ�RI�UXOHV��UHJXODWLRQV�DQG�SROLFLHV���
,W�ZDV�OHVV�FRVWO\�SROLWLFDOO\�DQG�HFRQRPLFDOO\�WR�DGDSW�WR�WKLV�OHDGHU¶V�SROLFLHV��)RU�

H[DPSOH��VZLWFKLQJ�WR�*HUPDQ�VDIHW\�VWDQGDUGV�ZDV�OHVV�FRVWO\�WR�WKH�(8�WKDQ�VZLWFKLQJ�WR�
'XWFK�VWDQGDUGV��$OVR��*HUPDQ\�KDV�EHHQ�WKH�NH\�SROLF\�LQLWLDWRU�IRU�ODXQFKLQJ�WKH�(XURSHDQ�
0RQHWDU\�6\VWHP��7KLV�DQG�WKH�FDOOLQJ�IRU�DQ�LQWHU�JRYHUQPHQWDO�FRQIHUHQFH�RQ�D�SROLWLFDO�
XQLRQ�SDUDOOHOLQJ�WKH�SURSRVHG�(08�ZHUH�FRQVLGHUHG�WKH�ILUVW�DFWV�RI�*HUPDQ�OHDGHUVKLS�LQ�
WKH�KLVWRU\�RI�WKH�(8��7KH�H[LVWHQFH�RI�D�UHJLRQDO�OHDGHU�DOVR�KHOSHG�HDVH�GLVWULEXWLRQDO�
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WHQVLRQV�DQG�WKXV�VPRRWKHG�WKH�SDWK�RI�LQWHJUDWLRQ��*HUPDQ\�LV�E\�IDU�WKH�ODUJHVW�QHW�
FRQWULEXWRU�WR�WKH�(XURSHDQ�'HYHORSPHQW�)XQG��(')���DQG�WKH�(XURSHDQ�6RFLDO�)XQG��(6)���
7KH�DERYH�DQDO\VLV�VXJJHVWV�WKDW�WKH�DEVHQFH�RI�SROLWLFDO�PRWLYDWLRQ�SDUWLDOO\�H[SODLQV�ZK\�

SDVW�$UDE�HFRQRPLF�SUHIHUHQWLDO�DJUHHPHQWV�UHPDLQ�ZLVKIXO�WKLQNLQJ�RU�LQ�WKH�µYLUWXDO�
UHJLRQDOLVP¶�GRPDLQ��0RUH�VSHFLILFDOO\�LW�LGHQWLILHV�WKUHH�PDLQ�UHDVRQV�IRU�OLPLWHG�WDQJLEOH�
UHVXOWV�LQ�WKH�SDVW��XQZLOOLQJQHVV�RI�SROLWLFDO�OHDGHUV�WR�LQWHJUDWH��VKRUWDJH�RI�FRPPLWPHQW�
LQVWLWXWLRQV��SDUWLFXODUO\�WKH�DEVHQFH�RI�PHFKDQLVPV�WR�FRPSHQVDWH�ORVHUV��DQG�ILQDOO\��WKH�ODFN�
RI�FRQVHQVXV�RQ�RQH�RU�PRUH�VWDWHV�WR�DFW�DV�UHJLRQDO�OHDGHU��
�9��/RRNLQJ�)RUZDUG��6RPH�&RQFOXGLQJ�5HPDUNV�
:KHUHDV�UHJLRQDO�LQWHJUDWLRQ�KDV�JDLQHG�PRPHQWXP�DOO�RYHU�WKH�ZRUOG��WKH�GHYHORSPHQW�RI�
$UDE�UHJLRQDO�LQWHJUDWLRQ�UHPDLQV�OLPLWHG�DQG�FRPSDUHV�XQIDYRUDEO\�WR�RWKHU�UHJLRQDO�EORFNV��
7KLV�UDLVHV�FRQFHUQV�DERXW�WKH�IXWXUH�RI�WKH�$UDE�UHJLRQ��,W�DOVR�WULJJHUV�WKH�VHDUFK�IRU�DQ�
H[SODQDWLRQ�RI�WKH�UHDVRQV�EHKLQG�WKH�XQVDWLVIDFWRU\�$UDE�HFRQRPLF�LQWHJUDWLRQ�UHFRUG�LQ�WKH�
SDVW��
7KH�$UDE�UHJLRQ�UHPDLQV�WKH�OHDVW�LQWHJUDWHG��ZKHWKHU�ZH�ORRN�DW�LW�LQ�WHUPV�RI�WUDGH�RU�

IDFWRU�PRYHPHQWV��0RUHRYHU��WKH�ODFN�RI�ERWK�HFRQRPLF�DQG�SROLWLFDO�LQFHQWLYHV�IRU�
LQWHJUDWLRQ�LV�UHVSRQVLEOH�IRU�WKH�VORZ�SURJUHVV�RI�$UDE�LQWHJUDWLRQ�WR�GDWH��0RUH�VSHFLILFDOO\��
ILYH�HFRQRPLF�DQG�SROLWLFDO�IDFWRUV�FDQ�EH�VHHQ�DV�WKH�PDLQ�UHDVRQV�EHKLQG�WKH�OLPLWHG�
WDQJLEOH�UHVXOWV�LQ�WKH�SDVW��ORZ�GHJUHH�RI�FRPSOHPHQWDULW\�DPRQJ�$UDE�FRXQWULHV��ORZ�OHYHO�
RI�RSHQQHVV��ZHDNQHVV�LQ�WKH�UROH�RI�WKH�SULYDWH�VHFWRU��XQZLOOLQJQHVV�RI�SROLWLFDO�OHDGHUV�WR�
LQWHJUDWH��VKRUWDJH�RI�FRPPLWPHQW�LQVWLWXWLRQV��LQ�SDUWLFXODU�WKH�DEVHQFH�RI�PHFKDQLVPV�WR�
FRPSHQVDWH�ORVHUV��DQG�ILQDOO\��WKH�ODFN�RI�FRQVHQVXV�RQ�RQH�RU�PRUH�VWDWHV�WR�DFW�DV�UHJLRQDO�
OHDGHU�RU�OHDGHUV��
�/RRNLQJ�IRUZDUG��WKH�VFHQH�IRU�IXWXUH�$UDE�FRRSHUDWLRQ�VHHPV�PRUH�SURPLVLQJ��7KLV�YLHZ�

LV�EDVHG�RQ�WKH�PRUH�IDYRUDEOH�LQWHUQDO�DQG�H[WHUQDO�HFRQRPLF�FLUFXPVWDQFHV�FXUUHQWO\�
SUHYDLOLQJ��DQG�RQ�VRPH�SRVLWLYH�SROLWLFDO�FKDQJHV��

2Q�WKH�(FRQRPLF�IURQW��WKH�ODVW�GHFDGH�ZLWQHVVHG�FRQVLGHUDEOH�UHIRUPV�LQ�VHYHUDO�FRXQWULHV�
LQFOXGLQJ�(J\SW��-RUGDQ��0RURFFR��7XQLVLD�DQG�/HEDQRQ��5HIRUPV�LQYROYHG�VLJQLILFDQW�
SURJUHVV�WRZDUG�WUDGH�OLEHUDOL]DWLRQ�WKURXJK�XQLODWHUDO��PXOWLODWHUDO�DQG�UHJLRQDO�HIIRUWV��$W�
SUHVHQW��HOHYHQ�FRXQWULHV�DUH�IXOO�PHPEHUV�RI�WKH�:72��VL[�RI�ZKLFK�KDYH�VLJQHG�$VVRFLDWLRQ�
DJUHHPHQWV��$�NH\�EHQHILW�RI�ERWK�DJUHHPHQWV�LV�WKHLU�SRWHQWLDO�UROH�DV�D�FRPPLWPHQW�GHYLFH��
LQ�KDUPRQL]LQJ�WKH�FRXQWULHV¶�GRPHVWLF�ODZV�DQG�VWDQGDUGV�ZLWK�LQWHUQDWLRQDO�QRUPV��0RUH�
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VSHFLILFDOO\��WKH�HVWDEOLVKPHQW�RI�WKH�$VVRFLDWLRQ�DJUHHPHQWV�EHWZHHQ�WKH�(8�DQG�VRPH�$UDE�
FRXQWULHV�LV�H[SHFWHG�WR�LQFUHDVH�PRWLYDWLRQ�IRU�UHJLRQDO�LQWHJUDWLRQ�DPRQJ�$UDE�FRXQWULHV�WR�
HQDEOH�WKHP�WR�EHQHILW�IURP�WKH�DFFXPXODWLRQ�RI�UXOHV�RI�RULJLQ��DV�ZHOO�DV�RYHUFRPH�WKH�µKXE�
DQG�VSRNH¶�SKHQRPHQRQ��
7KH�UHIRUPV�DOVR�HQWDLOHG�QHZ�UROHV�IRU�ERWK�WKH�JRYHUQPHQW�DQG�WKH�SULYDWH�VHFWRU��ZKLFK�

ZLOO�SUREDEO\�KDYH�PDQ\�SRVLWLYH�LPSOLFDWLRQV��2Q�WKH�RQH�KDQG��JRYHUQPHQWV�ZLOO�EH�
UHOLHYHG�IURP�FDUU\LQJ�RXW�SURGXFWLYH�DFWLYLWLHV��7KLV�ZLOO�HQDEOH�WKHP�WR�FRQFHQWUDWH�PRUH�RQ�
JHWWLQJ�WKH�IXQGDPHQWDOV�ULJKW��WKDW�LV��LPSURYLQJ�WKH�EXVLQHVV�HQYLURQPHQW�DQG�SURYLGLQJ�WKH�
QHFHVVDU\�KDUG�DQG�VRIW�LQIUDVWUXFWXUHV��ZKLFK�ZHUH�KLJKOLJKWHG�LQ�PDQ\�VWXGLHV�DV�D�SUH�
FRQGLWLRQ�WR�IRVWHULQJ�UHJLRQDO�LQWHJUDWLRQ��2Q�WKH�RWKHU�KDQG��WKH�LQFUHDVLQJ�SDUWLFLSDWLRQ�RI�
WKH�SULYDWH�VHFWRU�LQ�HFRQRPLF�DFWLYLWLHV�ZLOO�SUREDEO\�ZLGHQ�WKH�VSHFWUXP�RI�UHJLRQDO�
FRRSHUDWLRQ��0RUH�LQYROYHPHQW�RI�WKH�SULYDWH�VHFWRU�ZLOO�LPSURYH�SURGXFWLYLW\��DQG�LQFUHDVH�
QRQ�WUDGLWLRQDO�H[SRUWV��)LQDOO\��WKH�SRVVLELOLW\�RI�SULYDWH�LQYROYHPHQW�LQ�UHJLRQDO�
LQIUDVWUXFWXUH�SURMHFWV�FRXOG�PRWLYDWH�UHJLRQDO�DUUDQJHPHQWV��JLYHQ�WKDW�WKH�SUHVHQW�ODFN�RI�
LQIUDVWUXFWXUH�LV�FRQVLGHUHG�RQH�RI�WKH�PRVW�FULWLFDO�LPSHGLPHQWV�WR�UHJLRQDO�FRRSHUDWLRQ��
(TXDOO\�LPSRUWDQW��WKH�H[HFXWLYH�SURJUDP�RI�WKH������$)7$�DJUHHPHQW�KDV�LQYROYHG��IRU�

WKH�ILUVW�WLPH��FRPPLWPHQWV�E\�$UDE�FRXQWULHV�WR�UHGXFH�WDULII�UDWHV�E\�D�\HDUO\�DYHUDJH�RI�WHQ�
SHUFHQW�RYHU�D�SHULRG�RI�WHQ�\HDUV��$OWKRXJK�HDFK�PHPEHU�FRXQWU\�LV�DOORZHG�WR�GUDZ�XS�D�OLVW�
RI�DJULFXOWXUDO�DQG�PDQXIDFWXUHG�VHQVLWLYH�SURGXFWV�WR�EH�SURWHFWHG�GXULQJ�D�WUDQVLWLRQ�SHULRG��
WKLV�LV�GXH�WR�GLVDSSHDU�LQ�\HDU�������7KH�SURJUDP�DOVR�FDOOHG�IRU�WKH�HOLPLQDWLRQ�RI�QRQ�WDULII�
EDUULHUV�DQG�WKH�H[FKDQJH�RI�WUDGH�LQIRUPDWLRQ��,Q�DGGLWLRQ��LW�SURSRVHG�JXLGHOLQHV�IRU�GLVSXWH�
VHWWOHPHQW��WKH�GHILQLWLRQ�RI�UXOHV�RI�RULJLQ��DQG�IDYRUDEOH�WUHDWPHQW�IRU�WKH�OHDVW�GHYHORSHG�
FRXQWULHV��=DUURXN��������

)URP�WKH�SROLWLFDO�SRLQW�RI�YLHZ��WKHUH�LV�D�JURZLQJ�XQGHUVWDQGLQJ�LQ�VRPH�$UDE�SROLWLFDO�
FLUFOHV�WKDW�LW�LV�GLIILFXOW�IRU�DQ\�FRXQWU\�WR�LVRODWH�LWVHOI�IURP�WKH�FXUUHQW�ZDYH�RI�
JOREDOL]DWLRQ��$OVR�WKDW�WKH�UHJLRQDO�LQWHJUDWLRQ�DSSURDFK�RXWZHLJKV�WKH�LQGLYLGXDO�FRXQWU\�
DSSURDFK�IRU�SDUWLFLSDWLRQ�LQ�WKH�ZRUOG�PDUNHW��7KLV�LV�HYLGHQW�IURP�WKH�GLIIHUHQW�LQLWLDWLYHV�WR�
OLEHUDOL]H�PXOWLODWHUDOO\�DQG�UHJLRQDOO\��'LIIHUHQW�JURXSV��IRU�H[DPSOH��LQWHOOHFWXDOV�DQG�
SROLWLFDO�SDUWLHV��LQ�PDQ\�$UDE�FRXQWULHV�KDYH�UHDOL]HG�WKDW�UHJLRQDOLVP�FDUULHV�SROLWLFDO�
ZHLJKW�DV�D�PHDQV�RI�LQFUHDVLQJ�WKH�UHJLRQ¶V�FROOHFWLYH�SROLWLFDO�EDUJDLQLQJ�SRZHU��,W�VHHPV�
WKDW�WKH�KLJK�HGXFDWLRQDO�OHYHO�RI�WKH�QHZ�JHQHUDWLRQ�LQ�VHYHUDO�FRXQWULHV�KDV�LQIOXHQFHG�WKH�
JHQHUDO�DWWLWXGH�DQG�SXEOLF�RSLQLRQ��
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)XUWKHUPRUH��UHFHQW�FKDQJHV�LQ�VRPH�$UDE�FRXQWULHV�KDYH�JHQHUDWHG�JUHDW�H[SHFWDWLRQV�IRU�
DFFHOHUDWLQJ�OLEHUDO�SROLWLFDO�UHIRUPV��,Q�0RURFFR�D�QHZ�JRYHUQPHQW�KDV�EHHQ�GHPRFUDWLFDOO\�
HOHFWHG��WKLV�ZDV�FRXSOHG�ZLWK�WKH�DFFHVVLRQ�RI�0RKDPHG�9,�WR�WKH�WKURQH��7KH�3ULPH�
0LQLVWHU�LQ�WKH�QHZ�&DELQHW��(O�<RXVVHIL�LV�WKH�+HDG�RI�WKH�RSSRVLWLRQ�LQ�0RUURFR��,Q�-RUGDQ�
DQG�6\ULD��PRUH�OLEHUDO�OHDGHUVKLSV�KDYH�FRPH�WR�SRZHU�ZLWK�.LQJ�$EGXOODK�DQG�3UHVLGHQW�
%DVKDU�UHVSHFWLYHO\��,Q�(J\SW��WKH�ODWHVW������HOHFWLRQ�RI�WKH�3HRSOH¶V�$VVHPEO\�KDV�EHHQ�
FRQVLGHUHG�D�VWHSSLQJ�VWRQH�WRZDUG�D�PRUH�GHPRFUDWLF�UHJLPH��,Q�DGGLWLRQ��WKH�
LPSOHPHQWDWLRQ�RI�VWUXFWXUDO�UHIRUP�SURJUDPV�LQ�VRPH�FRXQWULHV�VXFK�DV�(J\SW��0RURFFR��
7XQLVLD��-RUGDQ��DQG�/HEDQRQ�KDV�ZHDNHQHG�WKH�UHODWLYH�LPSRUWDQFH�RI�RSSRVLQJ�LQWHUHVW�
JURXSV��$OO�WKLV�KDV�FUHDWHG�D�PRUH�VXSSRUWLYH�SROLWLFDO�HQYLURQPHQW�WR�UHJLRQDO�LQWHJUDWLRQ��
$OWKRXJK�WKH�FXUUHQW�HFRQRPLF�DQG�SROLWLFDO�FRQWH[WV�IRU�UHJLRQDO�LQWHJUDWLRQ�LQFUHDVH�WKH�

OLNHOLKRRG�RI�VXFFHVVIXO�$UDE�LQWHJUDWLRQ�LQ�WKH�IXWXUH��PXFK�UHPDLQV�WR�EH�GRQH�IRU�WKLV�
SRWHQWLDO�WR�EH�UHDOL]HG��:LWKRXW�VHULRXVO\�DGGUHVVLQJ�H[LVWLQJ�EDUULHUV��DV�ZHOO�DV�QHZ�
FKDOOHQJHV��$UDE�LQWHJUDWLRQ�ZLOO�UHPDLQ�D�KRSH�UDWKHU�WKDQ�D�UHDOLW\��7KH�PRVW�LPSRUWDQW�
FKDOOHQJHV�IDFLQJ�WKH�IXWXUH�RI�$UDE�LQWHJUDWLRQ�LQFOXGH�IXUWKHU�GRPHVWLF�UHIRUP��DQG�D�VWURQJ�
SROLWLFDO�ZLOO�WR�LQWHJUDWH��
,QGHHG��WKH�SROLF\�LPSOLFDWLRQV�RI�WKH�DQDO\VLV�DUH�WKDW�$UDE�FRXQWULHV�VKRXOG�ZRUN�RQ�WZR�

WUDFNV�LQ�SDUDOOHO��WKH�GRPHVWLF�DQG�UHJLRQDO��'RPHVWLFDOO\��HIIRUWV�VKRXOG�EH�GHYRWHG�WR�
OLEHUDOL]DWLRQ��GHUHJXODWLRQ�DQG�VSHHGLQJ�XS�VWUXFWXUDO�UHIRUPV��SDUWLFXODUO\�WKRVH�DIIHFWLQJ�
SULYDWH�LQYHVWPHQW��8QGHUWDNLQJ�VXFK�UHIRUPV�ZLOO�QRW�RQO\�KHOS�FUHDWH�HFRQRPLF�LQFHQWLYHV�
WR�LQWHJUDWH��EXW�ZLOO�DOVR�KHOS�PRWLYDWH�OHDGHUV��(FRQRPLF�UHIRUPV�ZRXOG�UHVXOW�LQ�ODUJHU�
SRWHQWLDO�EHQHILWV�IURP�LQWHJUDWLRQ��ZKLFK�ZRXOG�PRVW�SUREDEO\�KDYH�D�SRVLWLYH�LQIOXHQFH�RQ�
OHDGHUV��:KLOH�GRPHVWLF�UHIRUPV�DUH�NH\�WR�JUHDWHU�$UDE�HFRQRPLF�LQWHUDFWLRQ��VHYHUDO�
UHJLRQDO�PHDVXUHV�DUH�DOVR�FUXFLDO�IRU�WKLV�SURFHVV��7KHVH�LQFOXGH��HVWDEOLVKLQJ�PHFKDQLVPV�
IRU�FRPSHQVDWLQJ�WKH�ORVHUV��VWUHQJWKHQLQJ�WKH�UHJLRQDO�LQVWLWXWLRQDO�IUDPHZRUN��DQG�PRYLQJ�
WRZDUG�JUHDWHU�GHSWK�LQ�WKH�$)7$�DJUHHPHQW��)LQDOO\��LW�LV�LPSRUWDQW�WR�QRWH�WKDW�ZLWKRXW�
SROLWLFDO�VXSSRUW��$UDE�LQWHJUDWLRQ�ZLOO�VWD\�LQ�WKH�YLUWXDO�GRPDLQ��
,Q�D�QXWVKHOO��UHJLRQDOLVP�KDV�EHFRPH�RQH�RI�WKH�UXOHV�JRYHUQLQJ�WKH�HFRQRPLF�DQG�

SROLWLFDO�JDPH�DW�WKH�JOREDO�OHYHO��7KHUHIRUH��$UDE�FRXQWULHV�QHHG�WR�PDNH�WKH�FKRLFH�WR�
LQWHJUDWH��7KH�FXUUHQW�HFRQRPLF�DQG�SROLWLFDO�FLUFXPVWDQFHV�RIIHU�JUHDWHU�SRWHQWLDO�IRU�VXFFHVV�
LQ�WKH�IXWXUH��+RZHYHU��WKLV�UHTXLUHV�H[WHQVLYH�HIIRUW��)LQDOO\��LQWHJUDWLRQ�LV�QRW�DQ�LVRODWHG�
HYHQW��LW�LV�D�ORQJ�SURFHVV�WKDW�QHHGV�LPPHGLDWH�DQG�FRQWLQXRXV�DFWLRQ��
�
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5HIHUHQFHV��$O�$WUDVK��+���7DULN�<RXVHI���������³,QWUD�$UDE�7UDGH��,V�LW�7RR�/LWWOH"´�,0)�:RUNLQJ�3DSHU�QR������$O�0RQ]HU\��6����������³7KH�/RVW�2SSRUWXQLWLHV�LQ�(FRQRPLF�,QWHJUDWLRQ�DQG�$UDE�'HYHORSPHQW�3DWK�´�&DLUR��(J\SW��LQ�$UDELF����$ORQVR�*DPR��3��$QQDOLVD�)HGHOLQR��6HEDVWLDQ�3DULV�+RUYLW]���������³*OREDOL]DWLRQ�DQG�*URZWK�3URVSHFWV�LQ�$UDE�&RXQWULHV�´�,0)�:RUNLQJ�3DSHU�1R�������$UDE�2UJDQL]DWLRQ�IRU�,QYHVWPHQW�*XDUDQWHHV��³,QYHVWPHQW�&OLPDWH�LQ�$UDE�&RXQWULHV�´�6HYHUDO�,VVXHV���7KH�$UDE�/HDJXH��7KH�$UDE�(FRQRPLF�&RQVROLGDWHG�5HSRUW��VHYHUDO�LVVXHV���+XGVRQ��0LFKDHO���������³,QWURGXFWLRQ��$UDE�,QWHJUDWLRQ��$Q�2YHUYLHZ´�LQ�+XGVRQ�0LFKDHO�HG��7KH�0LGGOH�(DVW�'LOHPPD��&HQWHU�)RU�&RQWHPSRUDU\�$UDE�6WXGLHV�*HRUJHWRZQ�8QLYHUVLW\����'H�0HOR��-DLPH��$UYLQG�3DQDJDU\LD����������³,QWURGXFWLRQ´�LQ�'H�0HOR��-DLPH�DQG�$UYLQG�3DQDJDU\LD��HGV���1HZ�'LPHQVLRQV�LQ�5HJLRQDO�,QWHJUDWLRQ��&DPEULGJH�8QLYHUVLW\�3UHVV��SS��������'HUYLV��.��3HWHU�%RFRFN�DQG�-XOLD�'HYOLQ���������³,QWUD�UHJLRQDO�7UDGH�$PRQJ�$UDE�&RXQWULHV��%XLOGLQJ�D�&RPSHWLWLYH�(FRQRPLF�1HLJKERUKRRG�´�D�SDSHU�SUHVHQWHG�DW�WKH�0LGGOH�(DVW�,QVWLWXWH���QG�$QQXDO�&RQIHUHQFH��3DQHO�RQ�³$UDE�(FRQRP\�0DUNHW�´�:DVKLQJWRQ�'&�����2FWREHU��������'HYOLQ��-��DQG�-��3DJH��7HVWLQJ�WKH�:DWHUV��$UDE�,QWHJUDWLRQ��&RPSHWLWLYHQHVV��DQG�WKH�(XUR�0HG�$JUHHPHQWV��:DVKLQJWRQ��:RUOG�%DQN���(O�(ULDQ��0RKDPHG��6WDQOH\�)LVFKHU����������³,V�0(1$�D�5HJLRQ"�7KH�6FRSH�IRU�5HJLRQDO�,QWHJUDWLRQ�´�,0)�:RUNLQJ�3DSHU�1R�������(O�1DJJDU��6DLG���������³)RUHLJQ�DQG�,QWUD�WUDGH�3ROLFLHV�RI�WKH�$UDE�&RXQWULHV��7KH�%DVLF�,VVXHV´�LQ�(O�1DJJDU��6���HG����)RUHLJQ�DQG�,QWUD�WUDGH�3ROLFLHV�RI�WKH�$UDE�&RXQWULHV��:DVKLQJWRQ��,QWHUQDWLRQDO�0RQHWDU\�)XQG���(VFULEDQR��*RQ]DOR���������³(XUR�0HGLWHUUDQHDQ�9HUVXV�$UDE�,QWHJUDWLRQ��$UH�WKH\�&RPSDWLEOH�´�SDSHU�SUHVHQWHG�DW�WKH�,QWHUQDWLRQDO�&RQIHUHQFH�RQ�$UDE�'HYHORSPHQW�&KDOOHQJHV�RI�WKH�1HZ�0LOOHQQLXP�KHOG�LQ�5DEDW��������-XQH��������+DDV��(UQVW����������7KH�8QLWLQJ�RI�(XURSH��6WDQIRUG�8QLYHUVLW\�3UHVV�������
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*DODO��$KPHG�DQG�%HUQDUG�+RHNPDQ����������³(J\SW�DQG�WKH�3DUWQHUVKLS�$JUHHPHQW�ZLWK�WKH�(8��7KH�5RDG�WR�0D[LPXP�%HQHILWV´�LQ�*DODO��$KPHG�DQG�%HUQDUG�+RHNPDQ��HGV���5HJLRQDO�3DUWQHUV�LQ�*OREDO�0DUNHWV��/LPLWV�DQG�3RVVLELOLWLHV�RI�WKH�(XUR�0HG�$JUHHPHQWV��8QLWHG�.LQJGRP��&HQWHU�IRU�(FRQRPLF�3ROLF\�5HVHDUFK�DQG�7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��SS�����������+DYU\O\VK\Q�DQG�3HWHU�.XQ]HO���������³,QWUD�,QGXVWU\�7UDGH�RI�$UDE�&RXQWULHV��$Q�,QGLFDWRU�RI�3RWHQWLDO�&RPSHWLWLYHQHVV�´�,0)�:RUNLQJ�3DSHU�1R��������+RHNPDQ��%HUQDUG���������³7KH�:RUOG�7UDGH�2UJDQL]DWLRQ��WKH�(XURSHDQ�8QLRQ��DQG�WKH�$UDE�:RUOG�´�:RUOG�%DQN�:RUNLQJ�3DSHU�1R��������+RHNPDQ��%HUQDUG�HW�DO����������³(FRQRPLF�,QFHQWLYHV�DQG�(IIHFWV´�LQ�*DODO��$KPHG�DQG�5REHUW�=��/DZHUHQFH��HGV���%XLOGLQJ�%ULGJHV��$Q�(J\SW�86�)UHH�7UDGH�$JUHHPHQW��%URRNLQJV�,QVWLWXWLRQ�3UHVV��SS����������+RHNPDQ��%HUQDUG�DQG�3DWULFN�0HVVHUOLQ��)RUWKFRPLQJ���³$UDE�,QWHJUDWLRQ��/HVVRQV�IURP�WKH�(XURSHDQ�&RPPXQLW\�([SHULHQFH�´�:RUNLQJ�3DSHU��WKH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV���,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)���³'LUHFWLRQ�RI�7UDGH�6WDWLVWLFV�<HDUERRN�´�VHYHUDO�,VVXHV��.RQDQ��'HQLVH��.HLWK�0DVNXV���������³$�&RPSXWDEOH�*HQHUDO�(TXLOLEULXP�$QDO\VLV�RI�(J\SWLDQ�7UDGH�/LEHUDOL]DWLRQ�6FHQDULRV�´�LQ�*DODO��$KPHG�DQG�%HUQDUG�+RHNPDQ��HGV���5HJLRQDO�3DUWQHUV�LQ�*OREDO�0DUNHWV��/LPLWV�DQG�3RVVLELOLWLHV�RI�WKH�(XUR�0HG�$JUHHPHQWV��8QLWHG�.LQJGRP��&HQWHU�IRU�(FRQRPLF�3ROLF\�5HVHDUFK�DQG�7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��SS�����������/DZHUHQFH��5REHUW���������³3UHIHUHQWLDO�7UDGLQJ�$UUDQJHPHQWV��7KH�7UDGLWLRQDO�DQG�WKH�1HZ�´�LQ�*DODO��$KPHG�DQG�%HUQDUG�+RHNPDQ���HGV���5HJLRQDO�3DUWQHUV�LQ�*OREDO�0DUNHWV��/LPLWV�DQG�3RVVLELOLWLHV�RI�WKH�(XUR�0HG�$JUHHPHQWV��8QLWHG�.LQJGRP��&HQWHU�IRU�(FRQRPLF�3ROLF\�5HVHDUFK�DQG�7KH�(J\SWLDQ�&HQWHU�IRU�(FRQRPLF�6WXGLHV��SS���������0DWWOL��:DOWHU���������³$�&RPSDUDWLYH�$QDO\VLV�IRU�5HJLRQDO�,QWHJUDWLRQ��:KDW�OHVVRQV�IRU�WKH�$UDE�5HJLRQ"��0DWWOL��:DOWHU���������7KH�/RJLF�RI�5HJLRQDO�,QWHJUDWLRQ��&DPEULGJH�8QLYHUVLW\�3UHVV���0HDGH��-�(����������7KH�7KHRU\�RI�&XVWRPV�8QLRQ��$PVWHUGDP��1RUWK�+ROODQG���0RUDYFLVN��$QGUHZ���������³1HJRWLDWLQJ�WKH�6LQJOH�(XURSHDQ�$FW�´�,QWHUQDWLRQDO�2UJDQL]DWLRQ���������1REOH��3DXO���������³7KH�3URVSHFWV�IRU�$UDE�&RRSHUDWLRQ�´�LQ�+XGVRQ�0LFKDHO�HG��7KH�0LGGOH�(DVW�'LOHPPD��&HQWHU�)RU�&RQWHPSRUDU\�$UDE�6WXGLHV��*HRUJHWRZQ�8QLYHUVLW\���
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2ZHQ��5RJHU���������³,QWHU�$UDE�(FRQRPLF�5HODWLRQV�'XULQJ�WKH�7ZHQWLHWK�&HQWXU\��:RUOG�0DUNHW�9V��5HJLRQDO�0DUNHW�´�LQ�+XGVRQ��0LFKDHO�HG��7KH�0LGGOH�(DVW�'LOHPPD��&HQWHU�)RU�&RQWHPSRUDU\�$UDE�6WXGLHV��*HRUJHWRZQ�8QLYHUVLW\���6DLG��(GZDUG��³$UDE�3RZHUOHVVQHVV�´�$O�$KUDP�:HHNO\��&DLUR���$SULO������������6D\LJK��<XVLI���������³$UDE�(FRQRPLF�,QWHJUDWLRQ��7KH�SRRU�+DUYHVW�RI�WKH�����¶V�´�LQ�+XGVRQ��0LFKDHO�HG��7KH�0LGGOH�(DVW�'LOHPPD��&HQWHU�)RU�&RQWHPSRUDU\�$UDE�6WXGLHV�*HRUJHWRZQ�8QLYHUVLW\���6KDILN��1HPDW���������³/HDUQLQJ�)URP�'RHUV��/HVVRQV�RQ�5HJLRQDO�,QWHJUDWLRQ�IRU�WKH�0LGGOH�(DVW�´�D�SDSHU�SUHSDUHG�IRU�D�FRQIHUHQFH�RQ�(FRQRPLF�&RRSHUDWLRQ�LQ�WKH�0LGGOH�(DVW��3URVSHFWV�DQG�&KDOOHQJHV��KHOG�DW�&DLUR�8QLYHUVLW\��������0D\��������6LUDJHOGLQ��,VPDLO���������³*OREDOL]DWLRQ��5HJLRQDOLVP�DQG�5HFHQW�7UDGH�$JUHHPHQWV��,PSDFW�RQ�$UDE�(FRQRPLHV�´�-RXUQDO�RI�'HYHORSPHQW�DQG�(FRQRPLF�3ROLFLHV��YRO�����QR������9LQHU��-����������³7KH�&XVWRPV�8QLRQ�,VVXH�´�1HZ�<RUN��&DUQHJLH�(QGRZPHQW�IRU�,QWHUQDWLRQDO�3HDFH���:RUOG�%DQN���������³:RUOG�'HYHORSPHQW�,QGLFDWRUV�´�&'�520���:RUOG�%DQN������D���³*OREDO�'HYHORSPHQW�)LQDQFH�´�&'�520���<HDWV��$��DQG�1J��)UDQFLV���������³%H\RQG�WKH�<HDU�������,PSOLFDWLRQV�RI�WKH�0LGGOH�(DVW�5HFHQW�7UDGH�3HUIRUPDQFH´�LQ�³+RHNPDQ��%��DQG�-DPHHO�=DUURXN���HGV���&DWFKLQJ�8S�ZLWK�WKH�&RPSHWLWLRQ��7UDGH�2SSRUWXQLWLHV�DQG�&KDOOHQJHV�IRU�$UDE�&RXQWULHV��7KH�8QLYHUVLW\�RI�0LFKLJDQ�3UHVV��SS���������=DUURXN��-DPHHO���������³,QWUD�$UDE�7UDGH��'HWHUPLQDQWV�DQG�3URVSHFWV�IRU�([SDQVLRQ�´�LQ�(O�1DJJDU��6���HG����)RUHLJQ�DQG�,QWUD�WUDGH�3ROLFLHV�RI�WKH�$UDE�&RXQWULHV��:DVKLQJWRQ��,QWHUQDWLRQDO�0RQHWDU\�)XQG������������������������³$UDE�)UHH�7UDGH�$UHD��3RWHQWLDOLWLHV�DQG�(IIHFWV�´�SDSHU�SUHSDUHG�IRU�0')��0RURFFR������������������������³7KH�*UHDWHU�$UDE�)UHH�7UDGH�$UHD´�LQ�+RHNPDQ��%HUQDUG��-DPHHO�=DUURXN��HGV���&DWFKLQJ�8S�:LWK�WKH�&RPSHWLWLRQ��7KH�8QLYHUVLW\�RI�0LFKLJDQ�3UHVV���������������
���


