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ú )RU�H[DPSOH��WKH�ILVFDO�GHILFLW�ZDV�����SHUFHQW�RI�*'3�LQ�������GRZQ�IURP����SHUFHQW�LQ����������LQIODWLRQ�ZDV�DURXQG���SHUFHQW��DQG�IRUHLJQ�H[FKDQJH�UHVHUYHV�ZHUH�����ELOOLRQ�
û )LQDQFLDO�7LPHV 6XUYH\��0D\����������
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7KHUH�DUH�WKUHH�RSWLRQV�WR�OLEHUDOL]H�WUDGH�DQG�LQYHVWPHQW�UHJLPHV��XQLODWHUDO�DFWLRQ��UHFLSURFDO�OLEHUDOL]DWLRQ�LQ�WKH�FRQWH[W�RI�PXOWLODWHUDO�QHJRWLDWLRQV��DQG�SUHIHUHQWLDO��GLVFULPLQDWRU\��OLEHUDOL]DWLRQ��)RU�D�VPDOO�FRXQWU\�WKDW�FDQQRW�LQIOXHQFH�LWV�WHUPV�RI�WUDGH��XQLODWHUDO�IUHH�WUDGH LV�JHQHUDOO\�WKH�EHVW�SROLF\��,I��LQ�WKH�FRQWH[W�RI�PXOWLODWHUDO�QHJRWLDWLRQV��RWKHU�FRXQWULHV�UHFLSURFDWH��WKLV�LQFUHDVHV�WKH�JDLQV�IURP�XQLODWHUDO�OLEHUDOL]DWLRQ�HIIRUWV��+RZHYHU��WKHUH�DUH�IHZ�LI�DQ\�JDLQV�WR�EH�H[SHFWHG�IURP�PDNLQJ�OLEHUDOL]DWLRQ�FRQG LWLRQDO�XSRQ�UHFLSURFLW\�E\�WUDGLQJ�SDUWQHUV��DV�WKH�UHODWLYHO\�VPDOO�VL]H�RI�WKH�(J\SWLDQ�PDUNHW�GRHV�QRW�JLYH�WKH�JRYHUQPHQW�PXFK�EDUJDLQLQJ�SRZHU��3UHIHUHQWLDO�OLEHUDOL]DWLRQ�WKURXJK�WKH�QHJRWLDWLRQ�RI�D�IUHH�WUDGH�DJUHHPHQW��)7$��ZLOO�JHQHUDOO\�DOVR�EH HFRQRPLFDOO\�LQIHULRU�WR�XQLODWHUDO�OLEHUDOL]DWLRQ��7KH�UHDVRQ�LV�VLPSOH��WKH�ZRUOG�PDUNHW�LV�PXFK�ODUJHU�WKDQ�WKH�UHJLRQDO�RQH��%\�QRW�GLVFULPLQDWLQJ�DFURVV�SRWHQWLDO�WUDGLQJ�SDUWQHUV��GRPHVWLF�ILUPV�DQG�FRQVXPHUV�ZLOO�EH�DEOH�WR�EX\�JRRGV�DQG�VHUYLFHV�IURP�WKH�PRVW�HIILFLHQW�VXSSOLHUV��ZKHUHYHU�WKH\�DUH�ORFDWHG��%\�JUDQWLQJ�SUHIHUHQWLDO�WUHDWPHQW�WR�VSHFLILF�FRXQWULHV��WUDGH�GLYHUVLRQ PD\�RFFXU²WKH�HOLPLQDWLRQ�RI�WDULIIV�PD\�LQGXFH�FRQVXPHUV�DQG�ILUPV�WR�VRXUFH�IURP�VXSSOLHUV�ORFDWHG�LQ�D�SDUWQHU�FRXQWU\ WKDW�DUH�OHVV�HIILFLHQW�WKDQ�WKRVH�ORFDWHG�LQ�QRQ�PHPEHU�FRXQWULHV�ü9DULRXV�VRXUFHV�RI�JDLQV�PD\�PRUH�WKDQ�RIIVHW�DQ\�WUDGH�GLYHUVLRQ�ORVVHV��7UDGH�FUHDWLRQ�ZLOO�RFFXU²WKH�HOLPLQDWLRQ�RI�GRPHVWLF�VRXUFLQJ�E\�ILUPV�DQG�FRQVXPHUV�LQ�IDYRU�RI�LPSRUWV�RI�JRRGV�SURGXFHG�E\�PRUH�HIILFLHQW�VXSSOLHUV�LQ�WKH�SDUWQHU�FRXQWU\�DIWHU�WKH�HOLPLQDWLRQ�RI�WUDGH�EDUULHUV��(FRQRPLVWV�DUJXH�WKDW�HYHQ�LI�WKLV�LV�VXIILFLHQW�WR�RIIVHW�WKH�SRVVLEOH�ZHOIDUH�ORVV�FDXVHG�E\�WUDGH�GLYHUVLRQ��XQLODWHUDO�OLEHUDOL]DWLRQ�GRHV�QRW�JLYH�ULVH�WR�VXFK�SRWHQWLDO�
ü 7KLV�GHSHQGV�RQ�D�YDULHW\�RI�IDFWRUV��LQFOXGLQJ�WUDGH�VKDUHV��FRXQWU\�VL]H��DQG�WKH�HODVWLFLW\�RI�H[SRUW�VXSSO\�IXQFWLRQV��6HH�3DQDJDUL\D��������DQG�6FKLII��������IRU�D�JHQHUDO�DQDO\VLV�
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ORVVHV�VR�WKDW�QHW�JDLQV�DUH�JUHDWHU��2WKHU�VRXUFHV�RI�JDLQV�H[LVW�WKDW�DUH�VSHFLILF�WR�WKH�DJUHHPHQW��6L[�DUH�PHQWLRQHG�KHUH�
����&UHGLELOLW\�DQG�G\QDPLF�JDLQV� $Q�(0$�PD\�RIIHU�D�VWURQJ�PHFKDQLVP�IRU�ORFNLQJ�LQ��DQFKRULQJ��HFRQRPLF�UHIRUPV��7KH�FUHGLELOLW\�DVVRFLDWHG�ZLWK�(0$�EDVHG�UHIRUP�PD\�OHDG�WR�JUHDWHU�LQYHVWPHQW�DQG�JUHDWHU�HIIRUWV�WR�HQKDQFH�SURGXFWLYLW\��4XDQWLI\LQJ�WKH�JURZWK�HIIHFWV�WKDW�PD\�UHVXOW�LV�YHU\�GLIILFXOW��+RZHYHU��WKH�FURVV�ERUGHU�PHUJHU�DQG�DFTXLVLWLRQ�DFWLYLW\�WKDW�ZDV�DVVRFLDWHG�ZLWK�WKH�(8
V�6LQJOH�0DUNHW�SURJUDP�LQ�WKH�ODWH�����V�DQG�WKH�LQYHVWPHQW�HIIHFWV�RI�6SDLQ
V�DFFHVVLRQ�WR�WKH�((&�LQ�WKH�PLG�����V�DUH�LQGLFDWLYH�RI�WKH�W\SH�RI�PDUNHW�UHVSRQVH�WKDW�PD\�HPHUJH�IROORZLQJ�WKH�LQLWLDWLRQ�RI�D�FUHGLEOH UHJLRQDO�OLEHUDOL]DWLRQ�VWUDWHJ\�ý
����+DUPRQL]DWLRQ�DQG�PXWXDO�UHFRJQLWLRQ� $Q�(0$�PD\�LQYROYH�KDUPRQL]LQJ�UHJXODWRU\�UHJLPHV�DQG�DGPLQLVWUDWLYH�UHTXLUHPHQWV�UHODWLQJ�WR�SURGXFW�VWDQGDUGV��WHVWLQJ�DQG�FHUWLILFDWLRQ�SURFHGXUHV��PXWXDO�UHFRJQLWLRQ�DJUHHPHQWV��FRPPRQ�GRFXPHQWV�IRU�FXVWRPV�FOHDUDQFH��H�J���WKH�(8
V�6LQJOH�$GPLQLVWUDWLYH�'RFXPHQW���FRRUGLQDWLRQ�DQG�FRRSHUDWLRQ�RQ�OLQNLQJ�FRPSXWHU�V\VWHPV�RI�&XVWRPV��HWF��:KLOH�VXFK�FRRSHUDWLYH�HIIRUWV�FDQ�EH�SXUVXHG�XQLODWHUDOO\��IRUPDO�DJUHHPHQWV�PD\�EH�QHFHVVDU\�WR�LQGXFH�WKH�DGPLQLVWUDWLYH�ERGLHV�LQYROYHG�WR�FRRSHUDWH��7KH�JUHDWHU�LV�WKH�VKDUH�RI�WUDGH�ZLWK�SDUWQHU�FRXQWULHV��WKH�JUHDWHU�WKH�EHQHILWV�RI�HOLPLQDWLRQ�RI�VXFK�QRQWDULII�EDUULHUV��ZKLFK�LPSRVH�UHDO�UHVRXUFH�FRVWV�
����6HFXULW\�RI�PDUNHW�DFFHVV� $Q�(0$�PD\�DOORZ�DJUHHPHQW�WR�HOLPLQDWH�WKH�SRVVLELOLW\�RI�LPSRVLQJ�FRQWLQJHQW�SURWHFWLRQ��VXFK�DV�DQWLGXPSLQJ�DFWLRQV�DJDLQVW�SDUWQHU�FRXQWU\�H[SRUWV��7KH�JUHDWHU�WKH�VKDUH�RI�WRWDO�WUDGH�WKDW�RFFXUV�EHWZHHQ�SDUWQHU�FRXQWULHV��WKH�JUHDWHU�WKH�YDOXH�RI�HQKDQFLQJ�WKH�FHUWDLQW\�RI�PDUNHW�DFFHVV�WKURXJK�ELODWHUDO�DJUHHPHQW��,Q�WKH�PXOWLODWHUDO�FRQWH[W�VXFK�DQ�DJUHHPHQW�LV�XQOLNHO\�WR�EH�IHDVLEOH�DQ\�WLPH�VRRQ��+RHNPDQ�DQG�.RVWHFNL���������+DUPRQL]DWLRQ�RU�UHFRJQLWLRQ�RI�DGPLQLVWUDWLYH�UHTXLUHPHQWV�DQG�SURFHGXUHV�PD\�DOVR�KHOS�WR�LPSURYH�WKH�VHFXULW\�RI�PDUNHW�DFFHVV��$Q�LPSRUWDQW�DUHD�LQ�WKLV�FRQQHFWLRQ�DUH�SURGXFW�VWDQGDUGV�DQG�WKHLU�HQIRUFHPHQW�
����7UDQVIHUV� 7KH�(0$�LQYROYHV�WUDQVIHUV�IURP�WKH�(8���6XFK�WUDQVIHUV�DUH�ERWK�ILQDQFLDO�DQG�LQ�WKH�IRUP�RI�WHFKQLFDO�DVVLVWDQFH��7R�WKH�H[WHQW�WKH\�DUH�DGGLWLRQDO WR�VWDWXV�TXR�DQWH�IORZV�WKH\�DUH�D�VRXUFH�RI�JDLQ��$GGLWLRQDOLW\�PD\�QRW�EH�HDV\�WR�GHWHUPLQH��(J\SW�DOUHDG\�
ý %DMR�5XELR�DQG�6RVYLOOD�5LYHUR���������LQ�DQ�HFRQRPHWULF�DQDO\VLV�RI�WKH�6SDQLVK�FDVH��ILQG�D�SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�(8�DFFHVVLRQ�DQG�)',�LQIORZV�
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UHFHLYHV�VLJQLILFDQW�ILQDQFLDO�DVVLVWDQFH�IURP�WKH�(8��ERWK�WKURXJK�ELODWHUDO�RIILFLDO�DLG��DQG�WKURXJK�WKH�)LQDQFLDO�3URWRFROV�WKDW�DUH�DJUHHG�HYHU\�IRXU�\HDUV�XQGHU�DXVSLFHV�RI�ELODWHUDO�&RRSHUDWLRQ�$JUHHPHQWV��:KDW�PDWWHUV�WKHQ�LV�WKH�FRPSDULVRQ�EHWZHHQ�WKH�SUHVHQW�GLVFRXQWHG�YDOXH�RI�WKH�H[SHFWHG�WUDQVIHUV�XQGHU�VWDWXV�TXR�DUUDQJHPHQWV��WKH�&RRSHUDWLRQ�$JUHHPHQW��DQG�WKRVH�WKDW�DUH�H[SHFWHG�XQGHU�WKH�QHZ�UHJLPH��WKH�(0$���*LYHQ�WKH�JHQHUDOO\�GHFOLQLQJ�WUHQG�LQ�RIILFLDO�DLG��DQG�WKH�HPHUJHQFH�RI�WKH�FHQWUDO�DQG�HDVWHUQ�(XURSHDQ�FRXQWULHV�DV�QHZ��FODLPDQWV��RQ�(8�DVVLVWDQFH��WDNLQJ�SDVW�WUDQVIHUV� DV�WKH�EDVLV�IRU�DQ��DGGLWLRQDOLW\��WHVW�LV�SUREDEO\�QRW�DSSURSULDWH��7R�VRPH�H[WHQW�WKH�(0$�PD\�ORFN�LQ�FXUUHQW�WUDQVIHUV�WKDW�RWKHUZLVH�FRXOG�EH�YXOQHUDEOH��,I�VR��WKHUH�LV�DGGLWLRQDOLW\�
����3ROLWLFDO�HFRQRP\�� 1RQ�HFRQRPLF�FRQVLGHUDWLRQV��HVSHFLDOO\�IRUHLJQ�SROLF\�REMHFWLYHV�PD\�LPSO\�WKDW�WKHUH�LV�D�VWURQJHU�SROLWLFDO�FRQVWLWXHQF\�IRU�UHJLRQDO�DV�RSSRVHG�WR�XQLODWHUDO�RU�PXOWLODWHUDO�OLEHUDOL]DWLRQ��+HQFH��WKH�FKDQFHV�RI�DWWDLQLQJ�OLEHUDOL]DWLRQ��DOEHLW�RQ�D�SUHIHUHQWLDO�EDVLV��PD\�EH�JUHDWHU���,Q�SDUW WKLV�LV�EHFDXVH�WKH�VHW�RI�LVVXHV�RQ�WKH�WDEOH�LV�ODUJH��LQFOXGLQJ�SROLWLFDO��VRFLDO�DQG�HFRQRPLF�FRRSHUDWLRQ��2I�FRXUVH��IURP�DQ�HFRQRPLF�SHUVSHFWLYH�LW�UHPDLQV�LPSRUWDQW�WKDW�WKH�JRYHUQPHQW�NQRZV�WR�ZKDW�H[WHQW�WKH�DWWDLQPHQW�RI�QRQ�HFRQRPLF�REMHFWLYHV�LV�DVVRFLDWHG�ZLWK�HFRQRPLF�ORVVHV��DQG�WKDW�HIIRUWV�DUH�PDGH�WR�PLQLPL]H�VXFK�ORVVHV�
����)DFLOLWDWLRQ�RI�JHQHUDO�OLEHUDOL]DWLRQ� $�ILQDO��DQG�YHU\�LPSRUWDQW��SRWHQWLDO�EHQHILW�RI�DQ�(0$�LV�LI�LW�LV�SDUW�RI�D�VWUDWHJ\�WR�OLEHUDOL]H�HFRQRPLF�DFWLYLW\�PRUH JHQHUDOO\��L�H���RQ�D�PRVW�IDYRUHG�QDWLRQ��0)1��EDVLV��:HOIDUH�ZLOO�EH�KLJKHU�LI�WUDGH�EDUULHUV�FRQIURQWLQJ�QRQ�SDUWQHU�FRXQWULHV�DUH�ORZHUHG��$GMXVWPHQW�FRVWV�IRU�(J\SW�DVVRFLDWHG�ZLWK�OLEHUDOL]DWLRQ�RQ�DQ�0)1�EDVLV�DUH�QRW�OLNHO\�WR�EH�PXFK�KLJKHU�WKDQ�WKRVH�HPHUJLQJ�IURP�SUHIHUHQWLDO�OLEHUDOL]DWLRQ�ZLWK�WKH�(8��.RQDQ�DQG�0DVNXV���������,I�ILQDQFLDO�DQG�RWKHU�DVVLVWDQFH�IURP�WKH�(8�LV�XVHG�WR�IDFLOLWDWH�WKH�WUDQVLWLRQ�WR�JHQHUDO�UHGXFWLRQV�LQ�WUDGH�EDUULHUV��WKH�(0$�PD\�HQKDQFH�WKH�SROLWLFDO�IHDVLELOLW\�RI�0)1�OLEHUDOL]DWLRQ�

7KH�H[WHQW�WR�ZKLFK�WKHVH�IDFWRUV�DSSO\��DQG�WKH�PDJQLWXGH�RI�WKH�DVVRFLDWHG�ZHOIDUH�JDLQV��DUH�DQ�HPSLULFDO�PDWWHU��0XFK�GHSHQGV�RQ�WKH�FRQWHQWV�RI�WKH�QHJRWLDWHG�DJUHHPHQW��WKH�VL]H�RI�WKH�DGGLWLRQDO�ILQDQFLDO�DQG�RWKHU�W\SHV�RI�WUDQVIHUV��DQG�WKH�ORQJHU�WHUP�HFRQRPLF�SROLF\�VWDQFH�RI�WKH�JRYHUQPHQW��+LVWRULFDOO\��SUHIHUHQWLDO�WUDGH�DJUHHPHQWV�JHQHUDOO\�KDYH�QRW�JRQH�PXFK�EH\RQG�WKH�*$77��$OORZDQFH�LV�IUHTXHQWO\�PDGH�IRU�WKH�UH�LPSRVLWLRQ�RI�SURWHFWLRQ��IRU�YDULRXV�W\SHV�RI�QRQ�WDULII�PHDVXUHV��DQG�IRU�WKH�XVH�RI�FRQWLQJHQW�SURWHFWLRQ��2IWHQ��OLWWOH�SURJUHVV�LV�PDGH�LQ�KDUPRQL]LQJ�SURFHGXUHV�RU�LPSOHPHQWLQJ�PXWXDO�UHFRJQLWLRQ�
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DUUDQJHPHQWV��+RHNPDQ�DQG�.RVWHFNL���������7KH�SUREDELOLW\�WKDW�DQ�(0$�ZLOO�EH�ZHOIDUH�HQKDQFLQJ�LQFUHDVHV�WKH�PRUH�WKH�(0$�JRHV�VLJQLILFDQWO\�EH\RQG�WKH�FXUUHQW�:72�GLVFLSOLQHV��HVSHFLDOO\�LQ�VHUYLFHV��DQG�WKH�JUHDWHU�LV�SURJUHVV�LQ�WKH�DUHD�RI�WUDGH�IDFLOLWDWLRQ²FXVWRPV�SURFHGXUHV��GRFXPHQWDU\�UHTXLUHPHQWV��SURGXFW�WHVWLQJ�DQG�FHUWLILFDWLRQ��&RRSHUDWLRQ�DQG�KDUPRQL]DWLRQ�RI�VWDQGDUGV�DQG�FXVWRPV�FOHDUDQFH�SURFHGXUHV�FDQ�GR�PXFK�WR�UHGXFH�WKH�DGPLQLVWUDWLYH�FRVWV�RI�WUDGH��6XFK�EHQHILWV�DUH�SDUWLFXODUO\�LPSRUWDQW�EHFDXVH�WUDGH�GLYHUVLRQ�ORVVHV�PD\�QRW�RFFXU�LI�FRVW�LQFUHDVLQJ�EDUULHUV�DUH�HOLPLQDWHG��,QGHHG��VRPH�DGPLQLVWUDWLYH�EDUULHUV�PD\�QRW�GLIIHUHQWLDWH�EHWZHHQ�VRXUFHV�RI�LPSRUWV��,I�WKHVH�EDUULHUV�DUH�UHGXFHG�RU�UHPRYHG�LQ�WKH�FRQWH[W�RI�DQ�(0$��WKH\�ZLOO�DOVR�UHGXFH�WKH�FRVWV�RI�WUDGH�ZLWK�QRQ�(8�FRXQWULHV��7KLV�ZLOO�IXUWKHU�LQFUHDVH�JDLQV�IURP�DQ�(0$�
��� (YDOXDWLRQ�RI�WKH�(0$�ZLWK�7XQLVLD
&XUUHQWO\��HFRQRPLF�UHODWLRQV�EHWZHHQ�(J\SW�DQG�WKH�(8�DUH�JRYHUQHG�E\�D�&RRSHUDWLRQ�$JUHHPHQW�GDWLQJ�IURP�WKH�����V��7KLV�DJUHHPHQW��ZKLFK�LV�XQOLPLWHG�LQ�GXUDWLRQ��SURYLGHV�GXW\�IUHH�DFFHVV�WR�(8�PDUNHWV�IRU�LQGXVWULDO JRRGV��DQG�SUHIHUHQWLDO�DFFHVV�IRU�DJULFXOWXUDO�FRPPRGLWLHV��7KH�DJUHHPHQW�LV�QRW�UHFLSURFDO��DQG�(J\SW�FRQWLQXHV�WR�DSSO\�0)1�WDULIIV�WR�JRRGV�RI�(8�RULJLQ��7KH�DJUHHPHQW�LV�FRPSOHPHQWHG�E\�SHULRGLF�)LQDQFLDO�3URWRFROV��ZKLFK�HVWDEOLVK�WKH�DPRXQW�RI�ILQDQFLDO�UHVRXUFHV�WKH�(8�SURYLGHV�RYHU�D�ILYH�\HDU�SHULRG��7KHVH�LQVWLWXWLRQDO�DUUDQJHPHQWV�ZLOO�EH�FKDQJHG�ZLWK�WKH�LPSOHPHQWDWLRQ�RI�D�(XUR�0HG�$JUHHPHQW�7KH�EDVLF�REMHFWLYHV�RI�DQ�(0$�DUH�WR���DFKLHYH�UHFLSURFDO�IUHH�WUDGH�EHWZHHQ�WKH�(8�DQG�0HGLWHUUDQHDQ�FRXQWULHV�LQ�PRVW�PDQXIDFWXUHG�JRRGV���JUDQW�SUHIHUHQWLDO�DQG�UHFLSURFDO�DFFHVV�IRU�DJULFXOWXUDO�SURGXFWV��HVWDEOLVK�FRQGLWLRQV�IRU�JUDGXDO�OLEHUDOL]DWLRQ�RI�WUDGH�LQ�VHUYLFHV�DQG�FDSLWDO��DQG�HQFRXUDJH�WKH�HFRQRPLF�LQWHJUDWLRQ�RI�0HGLWHUUDQHDQ�FRXQWULH V��7KH�JRDOV�DQG�FRQVWUDLQWV�LPSRVHG�E\�0HGLWHUUDQHDQ�FRXQWULHV�DUH�SHUKDSV�EHVW�VWDWHG�LQ�WKH�(8�&RPPLVVLRQ
V�UHTXHVW�IRU�QHJRWLDWLQJ�DXWKRULW\���LQ�RUGHU�WR�EH�DEOH�WR�HQWHU�SURJUHVVLYHO\�LQWR�IUHH�WUDGH�ZLWK�WKH�8QLRQ�DQG�WR�WDNH�RQ�ERDUG�D�ZLGH�UDQJH�RI�WUDGH�UHODWHG�&RPPXQLW\�UHJXODWLRQV��FXVWRPV��VWDQGDUGV��FRPSHWLWLRQ��LQWHOOHFWXDO�SURSHUW\�SURWHFWLRQ��OLEHUDOL]DWLRQ�RI�VHUYLFHV��IUHH�FDSLWDO�PRYHPHQWV��HWF������0HGLWHUUDQHDQ�FRXQWULHV����LQVLVW�RQ�IRXU�IXQGDPHQWDO�DVSHFWV�����WKH�QHHG�IRU�ORQJ�WUDQVLWLRQDO�PHFKDQLVPV�DQG�VHFXUH�VDIHJXDUGV��WKH�QHHG�WR�REWDLQ�LPSURYHG�DFFHVV�IRU�WKHLU�DJULFXOWXUDO�H[SRUWV��WKH�QHHG�IRU�LQFUHDVHG�ILQDQFLDO�IORZV����>DQG@�
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WKH�SRVVLELOLW\�WR�FRXQW�RQ�WKH�&RPPXQLW\
V�KHOS�WR�DFFHOHUDWH�WKH�PRGHUQL]DWLRQ�RI�WKHLU�VRFLDO�DQG�HFRQRPLF�V\VWHPV��þ7KH�ILUVW�(0$��QHJRWLDWHG�ZLWK�7XQLVLD��ZDV�LQLWLDOHG�LQ�$SULO�DQG�VLJQHG�LQ�-XO\�������$Q�DJUHHPHQW�ZLWK�0RURFFR�IROORZHG�LQ�2FWREHU�������,Q�WHUPV�RI�ZKDW�WKH�(8�LV�ZLOOLQJ�WR�RIIHU��WKHUH�LV�OLNHO\�WR�EH�YHU\�OLWWOH�YDULDQFH�DFURVV�(0$V��$W�WKH�WLPH�RI�ZULWLQJ��VXPPHU�������WKH�VSHFLILFV�RI�WKH�(0$�EHWZHHQ�(J\SW�DQG�WKH�(8�ZHUH�VWLOO�XQGHU�QHJRWLDWLRQ��EXW�WKH�LQLWLDO�GUDIWV�VXJJHVW�WKDW�WKH�DJUHHPHQW�ZLOO�FORVHO\�UHVHPEOH�WKDW�RI�7XQLVLD��:KDW�IROORZV�WKHUHIRUH�GLVFXVVHV�WKH�7XQLVLDQ�DJUHHPHQW��µWKH�(0$
���
7KH�7HUPV�RI�WKH�$JUHHPHQW�ZLWK�7XQLVLD7KH�(0$�LV�XQOLPLWHG�LQ�GXUDWLRQ�DQG�LV�WR�EH�LPSOHPHQWHG�RYHU�D����\HDU�SHULRG��,WV�RSHUDWLRQ�LV�RYHUVHHQ�E\�DQ�$VVRFLDWLRQ�&RXQFLO��PHHWLQJ�DW�PLQLVWHULDO�OHYHO�DW�OHDVW�RQFH�D�\HDU��DQG DQ�$VVRFLDWLRQ�&RPPLWWHH��PHHWLQJ�DW�WKH�OHYHO�RI�RIILFLDOV��UHVSRQVLEOH�IRU�LPSOHPHQWDWLRQ�RI�WKH�$JUHHPHQW���7KH�(0$�KDV�VHYHQ�PDMRU�HOHPHQWV������SROLWLFDO�GLDORJXH������IUHH�PRYHPHQW�RI�JRRGV������ULJKW�RI�HVWDEOLVKPHQW�DQG�VXSSO\�RI�VHUYLFHV������SD\PHQWV��FDSLWDO��FRPSHWLWLRQ�DQG�RWKHU�HFRQRPLF�SURYLVLRQV��H�J���VDIHJXDUGV�������HFRQRPLF��VRFLDO�DQG�FXOWXUDO�FRRSHUDWLRQ������ILQDQFLDO�FRRSHUDWLRQ��DQG�����LQVWLWXWLRQDO�SURYLVLRQV��0DQ\�RI�WKH�SURYLVLRQV�RI�WKH�(0$�DUH�FRQGLWLRQDO�XSRQ�WKH�GDWH�LW�HQW HUV�LQWR�IRUFH��H�J���WLPLQJ�RI�WDULII�UHGXFWLRQV���7KLV�LQ�WXUQ�GHSHQGV�RQ�KRZ�ORQJ�LW�ZLOO�WDNH�WKH����(8�PHPEHU�VWDWHV�DQG�WKH�7XQLVLDQ�SDUOLDPHQW�WR�UDWLI\�WKH�DJUHHPHQW�
����3ROLWLFDO�GLDORJXH� 7KH�(0$�FDOOV�IRU�WKH�HVWDEOLVKPHQW�RI�D�UHJXODU�SROLWLFDO�GLDORJXH�EHWZHHQ�WKH�SDUWLHV�RI�WKH�DJUHHPHQW��WR�IRFXV�LQ�SDUWLFXODU�RQ�UHJLRQDO�VHFXULW\��VWDELOLW\�DQG�GHYHORSPHQW��DV�ZHOO�DV�WKH�SURPRWLRQ�RI�FRPPRQ�LQLWLDWLYHV�
����)UHH�PRYHPHQW�RI�JRRGV� 7KHUH�DUH�IRXU�PDMRU�GLPHQVLRQV�UHJDUGLQJ�OLEHUDOL]DWLRQ�RI�WUDGH�LQ�JRRGV���WUDGH�LQ�PDQXIDFWXUHV��WUDGH�LQ�DJULFXOWXUDO�SURGXFH��VDIHJXDUG�PHFKDQLVPV��DQG�UXOHV�RI�RULJLQ��$V�QRWHG�DERYH��7XQLVLD��OLNH�(J\SW��DOUHDG\�EHQHILWV�IURP�GXW\�IUHH�DFFHVV�WR�(8�PDUNHWV�IRU�PDQXIDFWXUHG�JRRGV�XQGHU�WKH������&RRSHUDWLRQ $JUHHPHQW��DQG�DGGLWLRQDO�SURWRFROV��������������QHJRWLDWHG�DIWHU�WKH�HQODUJHPHQW�RI�WKH�(8�LQ������DQG�������7KXV��OLEHUDOL]DWLRQ�ZLOO�PRVWO\�RFFXU�RQ�WKH�7XQLVLDQ�VLGH��4XRWDV�DUH�WR�EH�DEROLVKHG�XSRQ�WKH�HQWU\�LQWR�IRUFH�RI�WKH�DJUHHPHQW²H[FHSW�DV�DOORZHG�E\�*$77�UXOHV��,Q�FRQWUDVW�WR�WKH�(XURSH�$JUHHPHQWV�ZLWK�(DVWHUQ�(XURSHDQ�FRXQWULHV��QR�VSHFLDO�WUHDWPHQW�ZDV�JLYHQ�WR�
þ �6WUHQJWKHQLQJ�WKH�0HGLWHUUDQHDQ�3ROLF\�RI�WKH�(XURSHDQ�8QLRQ��(VWDEOLVKLQJ�D�(XUR �0HGLWHUUDQHDQ�3DUWQHUVKLS���&RPPXQLFDWLRQ�IURP�WKH�&RPPLVVLRQ�WR�WKH�&RXQFLO�DQG�WKH�3DUOLDPHQW��2FWREHU������
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7XQLVLD�DV�UHJDUGV�PRUH�UDSLG�HOLPLQDWLRQ�RI�WH[WLOH�TXRWDV�WKDQ�DJUHHG�XQGHU�WKH�*$77��+RZHYHU��7XQLVLD�LV�UHSRUWHGO\�RQO\�VXEMHFW�WR�WZR�TXRWDV��QHLWKHU�RI�ZKLFK�LV�IXOO\�XWLOL]HG��:RUOG�%DQN���������7XQLVLDQ�WDULIIV�RQ�LQGXVWULDO�SURGXFWV�RI�(8�RULJLQ�ZLOO�EH�UHGXFH�WR�]HUR�RYHU�D����\HDU�SHULRG��)RXU�JURXSV�RI�SURGXFWV²DW�WKH�VHYHQ�GLJLW�&RPPXQLW\�&RPPRQ�1RPHQFODWXUH��&1��OHYHO²KDYH EHHQ�GHILQHG�LQ�$QQH[HV��7DULIIV�RQ�PDQXIDFWXUHG�SURGXFWV�WKDW�DUH�QRW�PHQWLRQHG�LQ�RQH�RI�WKHVH�$QQH[HV�ZLOO�EH�DEROLVKHG�XSRQ�WKH�HQWU\�LQWR�IRUFH�RI�WKH�DJUHHPHQW��7KHUH�DUH�����VL[�GLJLW�WDULII�OLQHV�LQ�WKLV�FDWHJRU\��DOO�RI�WKHP�HLWKHU�LQWHUPHGLDWH�LQSXWV�RU�PDFKLQHU\��7KH\�DFFRXQW�IRU����SHUFHQW�RI������LPSRUWV�IURP�WKH�(8��7DEOH����ÿ 7DULIIV�DQG�VXUFKDUJHV�RQ�SURGXFWV�OLVWHG�LQ�$QQH[���WR�WKH�$JUHHPHQW�ZLOO�EH�HOLPLQDWHG�RYHU�D�ILYH�\HDU�SHULRG�LQ�VWHSV�RI����SHUFHQW��VWDUWLQJ�IURP�HQWU\�LQWR�IRUFH RI�WKH�WUHDW\��3URGXFWV�RQ�WKLV�OLVW��WRJHWKHU�ZLWK�WKH�JURXS�RI�JRRGV�WR�EH�OLEHUDOL]HG�LPPHGLDWHO\��L�H���WKRVH�QRW�PHQWLRQHG�LQ�DQ�$QQH[��DFFRXQW�IRU�VRPH����SHUFHQW�RI������LPSRUWV�E\�7XQLVLD��$QQH[���RI�WKH�(0$�FRPSULVHV�D�OLVW�RI�SURGXFWV�WKDW�ZLOO�EH�OLEHUDOL]HG�RYHU�WKH�IXOO����\HDU�SHULRG�WUDQVLWLRQ�SHULRG��LQ�VWHSV�RI���SHUFHQW�SHU�\HDU��3URGXFWV�OLVWHG�LQ�$QQH[���ZLOO�FRPPHQFH�WDULII�UHGXFWLRQV�IRXU�\HDUV�DIWHU�WKH�HQWU\�LQWR�IRUFH�RI�WKH�DJUHHPHQW��ZLWK�UHGXFWLRQV�VSUHDG�RXW�OLQHDUO\�RYHU�WKH�UHPDLQLQJ�HLJKW�\HDUV�RI�WKH�WUDQVLWLRQ�SHULRG��L�H���DQQXDO�FXWV�RI�������SHUFHQW���$�ILQDO�OLVW�RI�PDQXIDFWXUHG�SURGXFWV�FRQWDLQHG�LQ�$QQH[���LV�H[HPSWHG�IURP�WDULII�UHGXFWLRQV��7KLV�OLVW�FRQWDLQV����VL[�GLJLW�WDULII�OLQHV��FRPSULVLQJ�EUHDG��SDVWD��DQG�FDUSHWV�,PSRUW�ZHLJKWHG�DYHUDJH�WDULIIV�DSSO\LQJ�WR�WKH�JURXSV�RI�JRRGV�WR�EH�OLEHUDOL]HG�UDQJH�IURP����WR����SHUFHQW��7DEOH�����*RRGV�WR�EH�OLEHUDOL]HG�LPPHGLDWHO\�KDYH�WKH�ORZHVW�DYHUDJH�WDULIIV��ZKLOH�WKRVH�WR�EH�OLEHUDOL]HG�ODVW�KDYH�WKH�KLJKHVW�DYHUDJH�UDWHV��/LEHUDOL]DWLRQ�RI�LQWHUPHGLDWH�LQSXWV�DQG�FDSLWDO�JRRGV�LV�IURQW�ORDGHG��ZKHUHDV�OLEHUDOL]DWLRQ�RI�FRQVXPHU�JRRGV�KDV�EHHQ�EDFN�ORDGHG��6RPH����SHUFHQW�RI�WKH�JRRGV�LQ�$QQH[HV���DQG���DUH�LQWHUPHGLDWHV�RU�PDFKLQHU\��DV�FRPSDUHG�WR�RQO\���SHUFHQW�IRU�$QQH[����$ERXW�WKUHH�TXDUWHUV�RI�7XQLVLDQ�H[SRUWV�WR�WKH�(8�LQ������LQYROYHG�$QQH[���JRRGV��UHSUHVHQWLQJ�RYHU����SHUFHQW�RI�GRPHVWLF�SURGXFWLRQ��$V�$QQH[���FRYHUV�DQRWKHU����SHUFHQW�RI�GRPHVWLF�RXWSXW��PXFK�RI�GRPHVWLF�LQGXVWU\�LV�VXEMHFW�WR�JUDGXDO�DQG EDFN�ORDGHG�OLEHUDOL]DWLRQ��7KLV�PLJKW�DVVLVW�WKH

ÿ 7UDGH�GDWD�UHSRUWHG�E\�(85267$7�LV�HLWKHU�RQ�D���RU���GLJLW�OHYHO�EDVLV��PDNLQJ�LW�LPSRVVLEOH�WR�UHODWH�H[DFWO\�WKH�WDULII�FRPPLWPHQWV��ZKLFK�XVH���GLJLWV��WR�SXEOLFO\�DYDLODEOH�WUDGH�VWDWLVWLFV��+RZHYHU��LQ�PRVW�FDVHV��D�FRQFRUGDQFH�IURP�WKH���WR�WKH���GLJLW�OHYHO�ZDV�VWUDLJKWIRUZDUG�
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7DEOH�����7DULII�/LEHUDOL]DWLRQ�&RPPLWPHQWV�E\�7XQLVLD��,QGXVWULDO�3URGXFWV�6KDUH�RIWUDGH 6KDUH�LQ�GRPHVWLF�RXWSXW
6KDUH�LQ�WRWDO�WDULII�UHYHQXH

,PSRUW�ZHLJKWHG�DYH�WDULII
1XPEHU�RI���GLJLW�OLQHV�7RWDO ����

6KDUH�RI�PDFKLQHU\�	�LQWHUPHGLDWHV����([S ,PS ��RI�WRWDO E\�OLQH E\�LPSRUW�YDOXH$QQH[������\HDU�WUDQVLWLRQ �� �� �� ���� ���� ���� �� �� ��
$QQH[��������\HDU�WUDQVLWLRQ � �� �� ��� ���� ���� �� �� ��
$QQH[������\HDU�WUDQVLWLRQ�VWDUWLQJ�LQ�\HDU��

�� �� �� ���� ���� ��� �� � �
$QQH[����H[HPSWHG � � � Q�D� Q�D� �� � � �,QGXVWULDO�JRRGV�QRW�OLVWHG�LQ�DQ�DQQH[��LPPHGLDWH�OLEHUDOL]DWLRQ

� �� �� ��� ���� ��� �� ��� ���
6RXUFH� DXWKRUV¶�FDOFXODWLRQV�EDVHG�RQ�&20(;7�DQG�:RUOG�%DQN�GDWD�� $OO�GDWD�DUH�IRU������

GRPHVWLF�LQGXVWULHV�FRQFHUQHG�WR�SUHSDUH�IRU�JUHDWHU�FRPSHWLWLRQ�IURP�LPSRUWV�LQ�WKH�IXWXUH�+RZHYHU��LQFUHDVLQJ�HIIHFWLYH�UDWHV�RI�SURWHFWLRQ��VHH�6HFWLRQ�,9�EHORZ��ZLOO�LPSO\�ZHOIDUH�ORVVHV�DV�UHVRXUFH�DOORFDWLRQ�LQFHQWLYHV�EHFRPH PRUH�GLVWRUWHG��,I�WKH�LQFUHDVH�LQ�HIIHFWLYH�SURWHFWLRQ�RI�GRPHVWLF�LQGXVWULHV�GXULQJ�WKH�ILUVW�SDUW�RI�WKH�LPSOHPHQWDWLRQ�SHULRG�OHDGV�WR�LQHIILFLHQW�LQYHVWPHQW�RU�QRQ�DGMXVWPHQW��SUHVVXUHV�PD\�DOVR�HPHUJH�LQ�WKH�IXWXUH�WR�UHVLVW�PDUNHW�RSHQLQJ�RU�LPSRVH VDIHJXDUG�DFWLRQV��7KH�DSSURDFK�WDNHQ�E\�7XQLVLD�ZLWK�UHVSHFW�WR�WDULII�HOLPLQDWLRQ�LV�VLPLODU�WR�WKDW�RI�WKH�&HQWUDO�DQG�(DVWHUQ�(XURSHDQ�FRXQWULHV��DOEHLW�PXFK�PRUH�JUDGXDO��3RODQG�FRPPLWWHG�LWVHOI�WR�HOLPLQDWH�WDULIIV�RQ�DERXW����SHUFHQW�RI�LWV�LPSRUWV�IURP�WKH�(8�LQ�������DQG�WR�DEROLVK�WKH�UHPDLQGHU�RYHU�D�VHYHQ�\HDU�WUDQVLWLRQ�SHULRG��ZLWK�GXW\�UHGXFWLRQV�WDNLQJ�SODFH�GXULQJ�WKH�ODVW�IRXU�\HDUV��+XQJDU\�DJUHHG�WR�OLEHUDOL]H�������SHUFHQW�RI�LWV�LPSRUWV�RYHU�D�WKUHH�\HDU�SHULRG�LQ�DQQXDO�VWHSV�RI�RQH�WKLUG��DQRWKHU����SHUFHQW�EHWZHHQ������DQG�������DJDLQ�LQ�VWHSV�RI�RQH�WKLUG�DQG�WKH�UHVW��WZR�WKLUGV��EHWZHHQ������DQG�������LQ�VWHSV�RI�RQH�VL[WK�SHU�\HDU��7KH�&]HFK�DQG�6ORYDN�5HSXEOLFV�GLVPDQWOH�WDULIIV�RYHU�D�VHYHQ�\HDU�SHULRG��OLNH�3RODQG��EXW�VRPHZKDW�OHVV�IURQW�ORDGHG���7KH�KLJKHU�OHYHO�RI�LQLWLDO�WDULIIV�LQ�7XQLVLD��DQG�WKH�0HGLWHUUDQHDQ�PRUH�JHQHUDOO\��PD\�H[SODLQ�WKH�ORQJHU�WUDQVLWLRQ�SDWK�WR�IUHH�WUDGH�ZLWK�WKH�(8��$YHUDJH�SURWHFWLRQ�OHYHOV�LQ�(DVWHUQ�(XURSH�DUH�LQ�WKH���SHUFHQW�UDQJH��DV�FRPSDUHG�WR����SHUFHQW�IRU�(J\SW�$�SRVVLEOH�IDFWRU�XQGHUO\LQJ�WKH�EDFN�ORDGHG�QDWXUH�RI�WKH�WDULII�UHGXFWLRQ�SURFHVV�LV�WKDW�WKH�JRYHUQPHQW�PD\�KDYH�EHHQ�FRQFHUQHG�ZLWK�WKH�UHYHQXH�LPSOLFDWLRQV�RI�D�PRUH�XQLIRUP�PRYH�WR�IUHH�WUDGH�ZLWK�WKH�(8��7ZHQW\�HLJKW�SHUFHQW�RI�JRYHUQPHQW�UHYHQXHV�DUH�GHULYHG�IURP�WUDGH�WD[HV��ZLWK�WKH�(8�DFFRXQWLQJ�IRU����SHUFHQW�RI�WRWDO�WDULII�UHYHQXH��0RVW�RI�WKH�
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WDULII�UHYHQXH�IURP�WUDGH�ZLWK�WKH�(8�LV�FXUUHQWO\�FROOHFWHG�RQ�WKH�LPSRUWV�RI�FRQVXPHU�JRRGV��$QQH[�����ZKLFK�DFFRXQW�IRU����SHUFHQW�RI�WRWDO�UHYHQXHV��FRPSDUHG�WR����DQG���SHUFHQW��UHVSHFWLYHO\��IRU�$QQH[HV���DQG����7DEOH�����7KH�JRRGV�WR�EH�OLEHUDOL]HG�LPPHGLDWHO\�JHQHUDWH�RQO\�����SHUFHQW�RI�WRWDO�UHYHQXH��'HSHQGHQFH�RQ�WUDGH�WD[HV�LQ�(J\SW�LV�PXFK�ORZHU�WKDQ�LQ�7XQLVLD� ,Q�(J\SW��LPSRUW�GXWLHV�DFFRXQW�IRU�RQO\����SHUFHQW�RI�JRYHUQPHQW�UHYHQXHV��$V�WKH�(8�VKDUH�RI�WRWDO�LPSRUWV�LV�DOVR�OHVV�WKDQ�LQ�7XQLVLD�����FRPSDUHG�WR����SHUFHQW���UHYHQXH�LPSOLFDWLRQV�DUH�OHVV�IDU�UHDFKLQJ�6DIHJXDUGV� ,Q�DGGLWLRQ�WR�DQWLGXPSLQJ�DQG FRXQWHUYDLOLQJ�GXWLHV��ZKLFK�FRQWLQXH�WR�DSSO\��D�JHQHUDO�VDIHJXDUG�SURYLVLRQ�PDNHV�DOORZDQFH�IRU��DSSURSULDWH�PHDVXUHV��WR�EH�WDNHQ�LI�LPSRUWV�IURP�D�SDUWQHU�FRXQWU\�LQMXUH�LPSRUW�FRPSHWLQJ�LQGXVWULHV��1HFHVVDU\�FRQGLWLRQV�IRU�VXFK�DFWLRQV�DUH�WKDW�SURGXFWV�DUH��EHLQJ�LPSRUWHG�LQ�VXFK�LQFUHDVHG�TXDQWLWLHV�DQG�XQGHU�VXFK�FRQGLWLRQV�DV�WR�FDXVH�RU�WKUHDWHQ�WR�FDXVH�VHULRXV�LQMXU\�WR�GRPHVWLF�SURGXFHUV�RI�OLNH�RU�GLUHFWO\�FRPSHWLWLYH�SURGXFWV�LQ�WKH�WHUULWRU\�RI�RQH�RI�WKH�&RQWUDFWLQJ�3DUWLHV��RU�VHULRXV�GLVWXUEDQFHV�LQ�DQ\�VHFWRU�RI�WKH�HFRQRP\�RU�GLIILFXOWLHV�ZKLFK�FRXOG�EULQJ�DERXW�D�VHULRXV�GHWHULRUDWLRQ�LQ�WKH�HFRQRPLF�VLWXDWLRQ�RI�D�UHJLRQ���$UWLFOH������7KH�ILUVW�RI�WKHVH�FULWHULD�LV�GUDZQ�IURP�WKH�*$77��WKH�VHFRQG�LV�VSHFLILF�WR�(8�WUDGH�DJUHHPHQWV��$UWLFOH����DOORZV�VXEVWDQWLDO�RSSRUWXQLW\�WR�LQWHUYHQH�LI�WKH�SROLWLFDO�ZLOOLQJQHVV�WR�GR�VR�H[LVWV�$JULFXOWXUH� /LWWOH�ZLOO�FKDQJH�DV�IDU�DV�DJULFXOWXUDO�WUDGH�LV�FRQFHUQHG��7KH�REMHFWLYH�RI�WKH�(0$�LV�WR�JUDGXDOO\�OLEHUDOL]H�WUDGH�LQ�WKLV�VHFWRU��,Q�FRQFUHWH�WHUPV�LW�PRVWO\�ORFNV�LQ�WKH�VWDWXV�TXR��H[LVWLQJ�SUHIHUHQWLDO�DUUDQJHPHQWV���ZKLOH�RIIHULQJ�OLPLWHG�LPSURYHPHQWV�LQ�DFFHVV�IRU�VSHFLILF�SURGXFWV�WKURXJK�H[SDQVLRQ�RI�WDULII�TXRWDV�DQG�UHGXFWLRQ�HOLPLQDWLRQ�RI�WDULIIV�IRU�VSHFLILF�TXRWDV��1HJRWLDWLRQV�WR�LPSURYH�RQ�H[LVWLQJ�DJULFXOWXUDO�FRQFHVVLRQV�DUH�WR�EH�LQLWLDWHG�DIWHU�-DQXDU\����������&RQWLQXHG�UHVWULFWLRQV�RQ�LPSRUWV�RI�DJULFXOWXUDO�SURGXFWV�UHGXFH�WKH�EHQHILWV�RI�DQ�(0$�IRU�0HGLWHUUDQHDQ�FRXQWULHV��7KH�XQZLOOLQJQHVV��LQDELOLW\��RI�WKH�(8�&RPPLVVLRQ�WR�VLJQLILFDQWO\�H[SDQG�H[SRUW�RSSRUWXQLWLHV�ZDV�DQ�LPSRUWDQW�VWXPEOLQJ�EORFN�IRU�0RURFFR�LQ�UHDFKLQJ�DJUHHPHQW�ZLWK�WKH�(8�� DQG�KDV�DOVR�HPHUJHG�DV�D�QHJRWLDWLQJ�LVVXH�LQ�WKH�(J\SW�(8�QHJRWLDWLRQV��7KH�UHODWLYH�LPSRUWDQFH�RI�DJULFXOWXUH�YDULHV�VLJQLILFDQWO\�DFURVV�0HGLWHUUDQHDQ�FRXQWULHV��,W�LV�OHDVW�LPSRUWDQW�WR�-RUGDQ��ZKHUH�LW�DFFRXQWV�IRU���SHUFHQW�RI�*'3��DQG�PRVW�LPSRUWDQW�LQ�(J\SW��0RURFFR�DQG�6\ULD��ZKHUH�LW�FRQWULEXWHV�VRPH����
� $IWHU�OHQJWK\�DQG�KHDWHG�QHJRWLDWLRQV��0RURFFR�REWDLQHG�LPSURYHG�DFFHVV�WR�(8�PDUNHWV�IRU�WRPDWRHV��FLWUXV��DQG�FXW�IORZHUV��)RU�H[DPSOH��DQ�DGGLWLRQDO��������WRQ�TXRWD�ZDV�JLYHQ�IRU�WRPDWRHV��RI�ZKLFK�������PD\�EH�VKLSSHG�LQ�2FWREHU��DQG��������GXULQJ�1RYHPEHU�0DUFK��3UHIHUHQWLDO�WUHDWPHQW�FHDVHV�LQ�$SULO��ZKHQ�(8�SURGXFH�FRPHV�WR�PDUNHW�
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SHUFHQW�WR�*'3���7KH�DJULFXOWXUDO�VHFWRU�DFFRXQWV�IRU�VRPH����SHUFHQW�RI�WRWDO�(J\SWLDQ�H[SRUWV��DV�FRPSDUHG�WR����SHUFHQW�IRU�0RURFFR�5XOHV�RI�2ULJLQ� $Q�REMHFWLYH�RI�WKH�7XQLVLDQ�DJUHHPHQW�LV�WR�SURPRWH�WKH�LQWHJUDWLRQ�RI�WKH�0DJKUHE�FRXQWULHV��0RUH�JHQHUDOO\��WKH�(8�LV�LQ�IDYRU�RI�JUHDWHU�LQWHJUDWLRQ�RI�WKH�HFRQRPLHV�RI�WKH��0HGLWHUUDQHDQ�FRXQWULHV��7KLV�LV�LPSRUWDQW��DV�WKH�QHJRWLDWLRQ�RI�ELODWHUDO�DJUHHPHQWV�EHWZHHQ�WKH�(8�DQG�HDFK�RI�WKH�0HGLWHUUDQHDQ�FRXQWULHV�ZRXOG�RWKHUZLVH�OHDG�WR�D�VR�FDOOHG�KXE�DQG�VSRNH�V\VWHP��$�SUREOHP�ZLWK�VXFK�DQ�DUUDQJHPHQW�LV�WKDW LW�FUHDWHV�LQFHQWLYHV�IRU�ILUPV�WR�LQYHVW�LQ�WKH�CKXE
��L�H���WKH�(8��DV�WKLV�JLYHV�WKHP�EDUULHU �IUHH�DFFHVV�WR�DOO�WKH�CVSRNHV
��3DUWO\�IRU�WKLV�UHDVRQ�D�&HQWUDO�(XURSHDQ�)UHH�7UDGH�$JUHHPHQW��&()7$��ZDV�HVWDEOLVKHG�E\�WKH�9LVHJUDG�FRXQWULHV��7R�DYRLG�D�KXE�DQG�VSRNH�V\VWHP�IURP�HPHUJLQJ��0HGLWHUUDQHDQ�FRXQWULHV�DUH�ZHOO�DGYLVHG�WR�SXUVXH�D�VLPLODU�VWUDWHJ\�,QWUD�UHJLRQDO�WUDGH�EHWZHHQ�FRXQWULHV�RI�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD�LV�OLPLWHG��,Q�SDUW�WKLV�UHIOHFWV�WKH�VLPLODULW\�LQ�HQGRZPHQWV��LQ�SDUW�WKH�QRQ�FRPSHWLWLYHQHVV�RI�SURFHVVHG�DQG�PDQXIDFWXUHG�JRRGV�WKDW�DUH�SURGXFHG��,I�WKH�3HUVLDQ�*XOI�VWDWHV�DUH�LQFOXGHG��LQWUD �UHJLRQDO�WUDGH�LV�QRW�LQVLJQLILFDQW��LW�VWRRG�DW�VRPH������ELOOLRQ�LQ�������RU���SHUFHQW�RI�WRWDO�H[SRUWV���5HODWLYH�WR�WKH�SDUWLFLSDWLRQ�LQ�ZRUOG�WUDGH��WKHVH�OHYHOV�DUH�DFWXDOO\�TXLWH�KLJK��7KXV��WKH�WUDGH�RI�(J\SW��-RUGDQ��6\ULD�DQG�7XUNH\�ZLWK�RWKHU�FRXQWULHV�LQ�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD�LV�IRXU�WLPHV�PRUH�LQWHQVLYH�WKDQ�WUDGH�ZLWK�WKH�ZRUOG�DV�D�ZKROH��<HDWV���������7KH�RQO\�PDMRU�HFRQRP\�LQ�WKH�UHJLRQ�ZKHUH�LQWUD�UHJLRQDO�WUDGH�LV�FOHDUO\�CWRR�ORZ
�LV�,VUDHO���+RZHYHU��LI�DWWHQWLRQ�LV�UHVWULFWHG�WR�0HGLWHUUDQHDQ�QDWLRQV��L�H���WKH�*XOI�FRXQWULHV�DUH�H[FOXGHG���LQWUD�UHJLRQDO�WUDGH�EHFRPHV�PXFK�VPDOOHU��6XFK�WUDGH�UHSUHVHQWV�OHVV�WKDQ���SHUFHQW�RI�WRWDO�WUDGH�RI�0HGLWHUUDQHDQ�FRXQWULHV��*LYHQ�WKH�GLIIHUHQFHV�LQ�WKH�IDFWRU�HQGRZPHQWV�DQG�SHU�FDSLWD�LQFRPH�EHWZHHQ�,VUDHO�DQG�VRPH�RI�LWV�QHLJKERUV��LQWUD �UHJLRQDO�WUDGH�VKRXOG�EH�DEOH�WR�JURZ�VXEVWDQWLDOO\��7KH�UXOHV�RI�RULJLQ�LQFOXGHG�LQ�DQ�(0$�DUH�LPSRUWDQW�LQ�WKLV�FRQQHFWLRQ��(YHQ�WKRXJK�LQ�SULQFLSOH�0HGLWHUUDQHDQ�FRXQWULHV�DOUHDG\�KDYH�GXW\�IUHH�DFFHVV�WR�(8�PDUNHWV�IRU�PDQXIDFWXUHG�JRRGV��LQ�SUDFWLFH�UXOHV�RI�RULJLQ�PD\�EH�VXFK�DV�WR�UHTXLUH�WKH�XVH�RI�(8�LQSXWV�LQ�RUGHU WR�EHQHILW�IURP�GXW\�IUHH�WUHDWPHQW�� /HVV�UHVWULFWLYH�UXOHV�RI�RULJLQ�LQ�DQ�(0$�PD\�
� 6HH�<HDWV��������DQG�/DZUHQFH�HW�DO����������([LVWLQJ�LQWUD�UHJLRQDO�WUDGH�LV�WR�VRPH��XQNQRZQ��H[WHQW�GULYHQ�E\�EDUWHU�GHDOV�DQG�D�ZHE�RI�SUHIHUHQWLDO��FRPPRGLW\�VSHFLILF��SURWRFRO�WUDGH��DJUHHPHQWV��7KHVH�LQYROYH�SUHIHUHQWLDO�WDULII�UDWHV�RQ�VSHFLILF�OLVWV�RI�JRRGV�RI�$UDE�RULJLQ��6RPH�RI�WKH�LQWUD�UHJLRQDO�WUDGH�PD\�WKHUHIRUH�FRQVLVW�RI�WKH��ZURQJ��JRRGV��L�H���WKRVH�LQ�ZKLFK�FRXQWULHV�GR�QRW�KDYH�D�FRPSDUDWLYH�DGYDQWDJH�
� /RFDO�FRQWHQW�UHTXLUHPHQWV�DUH�RIWHQ����SHUFHQW��L�H��WR�EHQHILW�IURP�GXW\�IUHH�DFFHVV�WR�WKH�(8����SHUFHQW�RI�WKH�YDOXH�DGGHG�PXVW�RULJLQDWH�LQ�HLWKHU�WKH�(8�RU�LQ�WKH�SDUWQHU�FRXQWU\��$OWHUQDWLYHO\��LI�D�FKDQJH�LQ�WDULII�KHDGLQJ�FULWHULRQ�LV�XVHG��
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WKHQ�LPSO\�DQ�HIIHFWLYH�OLEHUDOL]DWLRQ�RI�WUDGH�LQ�PDQXIDFWXUHV��7KH�7XQLVLDQ�DJUHHPHQW�DOORZV�IRU�FXPXODWLRQ�IRU�UXOHV�RI�RULJLQ�SXUSRVHV�IRU�SURGXFWV�SURGXFHG�LQ�$OJHUL D�DQG�0RURFFR�DV�ZHOO�DV�WKH�(8�DQG�7XQLVLD��7KLV�PD\�KHOS�FUHDWH�EDFNZDUG�DQG�IRUZDUG�OLQNDJHV�EHWZHHQ�WKH�0DJKUHE�FRXQWULHV�DQG�HQKDQFH�WKH�SRWHQWLDO�IRU�LQWUD�LQGXVWU\�WUDGH��7KH�H[WHQVLRQ�RI�FXPXODWLRQ�WR�RWKHU�0HGLWHUUDQHDQ�FRXQWULHV�DV�ZHOO�DV�(DVWHUQ�(XURSHDQ�QDWLRQV�ZRXOG�EH�PRUH�EHQHILFLDO��KHOSLQJ�WR�RIIVHW�WKH�KXE�DQG�VSRNH�QDWXUH�RI�WKH�(8
V�ZHE�RI�WUDGH�DJUHHPHQWV��7R�EH�HIIHFWLYH��PRUH�OLEHUDO�UXOHV�RI�RULJLQ�PXVW�EH�FRPSOHPHQWHG�ZLWK�D�UHGXFWLRQ�LQ�EDUULHUV�WR�LQWUD�UHJLRQDO�WUDGH��7KLV�FRXOG EH�SXUVXHG�E\�FRQYHUWLQJ�H[LVWLQJ�FRPPRGLW\�VSHFLILF�SUHIHUHQWLDO�WUDGH�DJUHHPHQWV�EHWZHHQ�0HGLWHUUDQHDQ�FRXQWULHV�LQWR�IXOO �IOHGJHG�IUHH�WUDGH�DJUHHPHQWV��+RHNPDQ������D��
����5LJKW�RI�HVWDEOLVKPHQW�DQG�VXSSO\�RI�VHUYLFHV� 7KH�ULJKW�RI�HVWDEOLVKPHQW��L�H���IUHHGRP�WR�HQJDJH�LQ�)',��LV�DQ�REMHFWLYH�LQ�WKH�(0$��0RGDOLWLHV�WR�DFKLHYH�WKLV�REMHFWLYH�DUH�WR�EH�GHWHUPLQHG��E\�WKH�$VVRFLDWLRQ�&RXQFLO��1R�VSHFLILF�ODQJXDJH�LV�GHYRWHG�WR�WKLV�VXEMHFW�DQG�QR�WLPH�SDWK�RU�WDUJHW�GDWH�LV�PHQWLRQHG�IRU�LWV�UHDOL]DWLRQ��7KLV�FRQWUDVWV�ZLWK�WKH�(XURSH�$JUHHPHQWV��ZKHUH�WKH�(8�KDV�JUDQWHG�IUHH�HQWU\�DQG�QDWLRQDO�WUHDWPHQW�WR�DOO�ILUPV�IURP�SDUWQHU�FRXQWULHV�IURP������RQ��H[FHSW�LQ�DLU�DQG�LQODQG�ZDWHU�WUDQVSRUW�DQG�PDULWLPH�FDERWDJH��7KH�(DVWHUQ�(XURSHDQ�FRXQWULHV�DOVR�JUDQW�IUHH�HQWU\�DQG�QDWLRQDO�WUHDWPHQW�WR�(8�ILUPV��ZLWK�WUDQVLWLRQDO�SHULRGV�IRU�D�OLPLWHG�QXPEHU�RI�VHFWRUV�DFWLYLWLHV��7KH�DEVHQFH�RI�WKH�ULJKW�RI�HVWDEOLVKPHQW�GRHV�QRW�LPSO\�WKDW�)',�LV�UHVWULFWHG�LQ�7XQLVLD��+RZHYHU��WKH�IDFW�WKDW�WKH�JRYHUQPHQW�FKRVH�QRW�WR�ORFN�LQ�WKH�VWDWXV�TXR��OHW�DORQH�JR�EH\RQG�LW�LV�VRPHWKLQJ�WKDW�SRWHQWLDO�IRUHLJQ�LQYHVWRUV�PD\�ZHOO�WDNH�LQWR�DFFRXQW�1R�VSHFLILF�FRPPLWPHQWV�DUH�PDGH�UHJDUGLQJ�OLEHUDOL]DWLRQ�RI�FURVV�ERUGHU�VXSSO\�RI�VHUYLFHV��$V�ZLWK�WKH�ULJKW�RI�HVWDEOLVKPHQW��OLEHUDOL]DWLRQ�LV�DQ�REMHFWLYH�WKDW�LV�WR�EH�SXUVXHG�E\�WKH�$VVRFLDWLRQ�&RXQFLO��7KH�(0$�VLPSO\�UHIHUV�WR�WKH�REOLJDWLRQV�RI�HDFK�3DUW\�XQGHU�WKH�*HQHUDO�$JUHHPHQW�RQ�7UDGH�LQ�6HUYLFHV��*$76���7KHVH�GR�QRW�LPSO\�PXFK��LI�DQ\��OLEHUDOL]DWLRQ��+RHNPDQ������E���0HGLWHUUDQHDQ�FRXQWULHV�PDGH�YHU\�OLPLWHG�FRPPLWPHQWV�XQGHU�WKH�*$76��VXEMHFWLQJ�VRPH���SHUFHQW�RI�WKHLU�VHUYLFH�VHFWRUV�WR�WKH�QDWLRQDO�WUHDWPHQW�DQG�PDUNHW�DFFHVV�SULQFLSOHV��DV�FRPSDUHG�WR����SHUFHQW�IRU�WKH�(8� úù 7KH�(XURSH�
WKH�YDOXH�DGGHG�HTXLYDOHQW�PD\�H[FHHG����SHUFHQW��6HH�+RHNPDQ�DQG�.RVWHFNL��������IRU�D�VXPPDU\�GLVFXVVLRQ�RI�RULJLQ�UXOHV�
úù 7KH�VKDUH�RI�WKH�VHUYLFH�VHFWRU�ZKHUH�FRPPLWPHQWV�ZHUH�PDGH²HYHQ�LI�QRW�JXDUDQWHHLQJ�QDWLRQDO�WUHDWPHQW�DQG�PDUNHW�DFFHVV²DOVR�GLIIHUHG�VXEVWDQWLDOO\��7KH�(8�VFKHGXOHG����SHUFHQW�RI�LWV�VHUYLFHV��WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFDQ�PHPEHUV�RI�WKH�:72�RQO\����SHUFHQW�
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$JUHHPHQWV�DUH�PRUH�FRQFUHWH�ZLWK�UHVSHFW�WR�VHUYLFHV�WKDQ�WKH�(0$��7KH\�DOORZ�IRU�WHPSRUDU\�HQWU\�RI�QDWXUDO�SHUVRQV�DQG�FRQWDLQ�VSHFLILF�SURYLVLRQV�GHDOLQJ�ZLWK�DLU�DQG�PDULWLPH�WUDQVSRUW�
����3D\PHQWV��FRPSHWLWLRQ�DQG�RWKHU�HFRQRPLF�SURYLVLRQV� 7KH�(0$�UHTXLUHV�WKH�DGRSWLRQ�RI�WKH�EDVLF�FRPSHWLWLRQ�UXOHV�RI�WKH�(8��LQ�SDUWLFXODU�ZLWK�UHVSHFW�WR�FROOXVLYH�EHKDYLRU��DEXVH�RI�GRPLQDQW�SRVLWLRQ��DQG�FRPSHWLWLRQ�GLVWRUWLQJ�VWDWH�DLG��$UWLFOHV���������DQG����RI�WKH�7UHDW\�RI�5RPH���LQVRIDU�DV�WKH\�DIIHFW�WUDGH�EHWZHHQ�WKH�(8�DQG HDFK�SDUWQHU�FRXQWU\��,PSOHPHQWLQJ�UXOHV�DUH�WR�EH�DGRSWHG�E\�WKH�$VVRFLDWLRQ�&RXQFLO�ZLWKLQ�ILYH�\HDUV��DV�RSSRVHG�WR�WKUHH�XQGHU�WKH�(XURSH�$JUHHPHQWV���8QWLO�WKHQ��*$77�UXOHV�ZLWK�UHVSHFW�WR�FRXQWHUYDLOLQJ�RI�VXEVLGLHV�ZLOO�DSSO\��)RU�WKH�ILUVW�ILYH�\HDUV�DIWHU�HQWU\�LQWR�IRUFH�RI�WKH�(0$��7XQLVLD�ZLOO�EH�UHJDUGHG�DV�D�GLVDGYDQWDJHG�UHJLRQ�XQGHU�$UWLFOH������D��RI�WKH�7UHDW\�RI�5RPH��7KLV�LPSOLHV�WKDW�VWDWH�DLGV�FDQ�EH�DSSOLHG�WR�WKH�HQWLUH�WHUULWRU\�RI�7XQLVLD�GXULQJ�WKLV�SHULRG��5XOHV�WR�HQIRUFH�FRPSHWLWLRQ�SROLF\�DQG�VXEVLG\�GLVFLSOLQHV�DUH�WR�EH�DGRSWHG�E\�WKH�$VVRFLDWLRQ�&RXQFLO�DIWHU�WKH�LQLWLDO�ILYH� \HDU�SHULRG��7KH�(0$�DOVR�SURYLGHV�IRU�HQKDQFHG�WUDQVSDUHQF\�RI�VWDWH�DLGV��HDFK�SDUW\�DJUHHLQJ�WR�SURYLGH�DQQXDO�UHSRUWV�RQ�WKH�WRWDO�DPRXQW�DQG�GLVWULEXWLRQ�RI�WKH�DLG�JLYHQ��$QWLGXPSLQJ�UHPDLQV�DSSOLFDEOH�WR�WUDGH�IORZV�EHWZHHQ�SDUWQHUV��GHVSLWH�WKH�DJUHHPHQW�E\�7XQLVLD�WR�DSSO\�(8�FRPSHWLWLRQ�GLVFLSOLQHV��/LEHUDOL]DWLRQ�RI�JRYHUQPHQW�SURFXUHPHQW�LV�QRW�UHTXLUHG��UHFLSURFDO�DQG�JUDGXDO�OLEHUDOL]DWLRQ�RI�SXEOLF�SXUFKDVLQJ�LV��KRZHYHU��DQ�REMHFWLYH�
��� (FRQRPLF�DQG�VRFLDO�FRRSHUDWLRQ� 2QH�WKLUG�RI�WKH�DUWLFOHV�RI�WKH�7XQLVLDQ�(0$�GHDO�ZLWK�FRRSHUDWLRQ�LQ�HFRQRPLF��VRFLDO�DQG�FXOWXUDO�PDWWHUV��7KH�SULPH�REMHFWLYH�XQGHUO\LQJ�HFRQRPLF�FRRSHUDWLRQ�LV�WR�WDUJHW��ILUVW�DQG�IRUHPRVW��DFWLYLWLHV��VXIIHULQJ�WKH�HIIHFWV�RI�LQWHUQDO�FRQVWUDLQWV�DQG�GLIILFXOWLHV�RU�DIIHFWHG�E\�WKH�SURFHVV�RI�OLEHUDOL]LQJ�7XQLVLD
V�HFRQRP\�DV�D�ZKROH��DQG�PRUH�SDUWLFXODUO\�E\�WKH�OLEHUDOL]DWLRQ�RI�WUDGH�EHWZHHQ�7XQLVLD�DQG�WKH�&RPPXQLW\���$UWLFOH������0HWKRGV�RI�HFRQRPLF�FRRSHUDWLRQ�PHQWLRQHG�LQ�WKH�(0$�LQFOXGH�LQIRUPDWLRQ�H[FKDQJH��SURYLVLRQ�RI�H[SHUW�VHUYLFHV��FRQVXOWDQWV���MRLQW�YHQWXUHV��H�J���WKH�(XUR�3DUWHQDULDW�SURJUDP���DQG�DVVLVWDQFH�ZLWK�WHFKQLFDO��DGPLQLVWUDWLYH�DQG�UHJX ODWRU\�PDWWHUV��6SHFLILF�DUHDV�PHQWLRQHG�LQ�WKH�(0$�LQFOXGH�UHJLRQDO�FRRSHUDWLRQ��HGXFDWLRQ�DQG�WUDLQLQJ��VFLHQFH�DQG�WHFKQRORJ\��WKH�HQYLURQPHQW��PRGHUQL]DWLRQ�RI�LQGXVWU\��LQFOXGLQJ�DJULFXOWXUDO�SURFHVVLQJ���SURPRWLRQ�DQG�SURWHFWLRQ�RI�LQYHVWPHQW��H�J���QHJRWLDWLQJ�LQYHVWPHQW�SURWHFWLRQ�DQG�GRXEOH�WD[DWLRQ�WUHDWLHV���VWDQGDUGL]DWLRQ�DQG�FRQIRUPLW\�DVVHVVPHQW��LQWURGXFWLRQ�RI�(8�SURFHGXUHV�UXOHV��XSJUDGLQJ�7XQLVLDQ�WHVWLQJ�ODEV���DSSUR[LPDWLRQ�RI�
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HFRQRPLF�OHJLVODWLRQ��ILQDQFLDO�VHUYLFHV��VXSSRUWLQJ�UHVWUXFWXULQJ��LPSURYLQJ�DXGLWLQJ�DQG�VXSHUYLVLRQ���DJULFXOWXUH�DQG�ILVKHULHV��PRGHUQL]DWLRQ��GLYHUVLILFDWLRQ���WUDQVSRUW��PRGHUQL]DWLRQ�DQG�UHVWUXFWXULQJ��PDQDJHPHQW��TXDOLW\�XSJUDGLQJ���WHOHFRPPXQLFDWLRQV�DQG�LQIRUPDWLRQ�WHFKQRORJ\��VWDQGDUGL]DWLRQ��LQWURGXFWLRQ�RI�HOHFWURQLF�GDWD�LQWHUFKDQJH���HQHUJ\��WRXULVP��DQG�VWDWLVWLFV��7KH�YDULRXV�DUWLFOHV�DOOXGHG�WR�DERYH�DUH�ODUJHO\�RULHQWHG�WRZDUGV�XSJUDGLQJ�7XQLVLDQ�LQIUDVWUXFWXUH�EURDGO\�GHILQHG��ERWK�SK\VLFDO�DQG�UHJXODWRU\��DQG�SURYLGLQJ�VXSSRUW�IRU�UHVWUXFWXULQJ�RI�WKH�HFRQRP\��7KLV�VXSSRUW�LV�QRW�MXVW�UHIOHFWHG�LQ�WHFKQLFDO�DVVLVWDQFH�DQG�DGYLFH��EXW�LV�VXSSRUWHG�E\�ILQDQFLDO�DVVLVWDQFH�DV�ZHOO��VHH�EHORZ���7KH�VSHFLILF�PHQWLRQLQJ�RI�DQ�LVVXH�DUHD�XQGHU�WKH�HFRQRPLF�FRRSHUDWLRQ�FKDSWHU�SUHVXPDEO\�VLJQDOV�WKDW�W KLV�LV�D�OHJLWLPDWH�VXEMHFW�IRU�XVLQJ�(8�ILQDQFLDO�UHVRXUFHV��2QH�DUHD�RI�JUHDW�LPSRUWDQFH�IRU�PDQ\�FRXQWULHV�LQ�WKH�UHJLRQ�LV�FRRSHUDWLRQ�RQ�FXVWRPV�PDWWHUV��$UWLFOH������7KH�DLP�RI�VXFK�FRRSHUDWLRQ�LV�WKH�VLPSOLILFDWLRQ�RI�SURFHGXUHV��WKH�LQWURGXFWLRQ�RI WKH�(8
V�6LQJOH�$GPLQLVWUDWLYH�'RFXPHQW�DQG�OLQNLQJ�(8�DQG�7XQLVLDQ�WUDQVLW�V\VWHPV��$FWLYH�FRRSHUDWLRQ�RQ�WKHVH�PDWWHUV�ZLOO�EH�LPSRUWDQW�IRU�WUDGH�IDFLOLWDWLRQ��$QRWKHU�LVVXH�WKDW�LV�LPSRUWDQW�LV�VWDQGDUGL]DWLRQ�DQG�FRQIRUPLW\�DVVHVVPHQW��7KH�ORQJHU�UXQ REMHFWLYH�RI�WKH�(0$�LV�WR�FRQFOXGH�DJUHHPHQWV�IRU�WKH�PXWXDO�UHFRJQLWLRQ�RI�FHUWLILFDWLRQ��$UWLFOH�����
��� )LQDQFLDO�FRRSHUDWLRQ� $V�PHQWLRQHG�HDUOLHU��0HGLWHUUDQHDQ�FRXQWULHV�KDYH�UHFHLYHG�ILQDQFLDO�WUDQVIHUV�IURP�WKH�(8�XQGHU�DXVSLFHV�RI�UHYROYLQJ���\HDU�)LQDQFLDO�3URWRFROV��7KH�VXPV�LQYROYHG�YDU\�SHU�FRXQWU\��EXW�DUH�VLJQLILFDQW���'XULQJ�WKH�SHULRG�RI�WKH�)RXUWK�3URWRFRO������������7XQLVLD�ZDV�DOORFDWHG�D�WRWDO�RI�(&8�����PLOOLRQ�úú 8QGHU�WKH�(0$�DSSURDFK��ILQDQFLDO�SURWRFROV�ZLOO�QRW�EH�UHQHZHG��,QVWHDG��WKH�(8�HQYLVDJHV�HDUPDUNLQJ�D�WRWDO�DPRXQW�RI�DVVLVWDQFH²JUDQWV�DQG�ORDQV²IRU�DOO�WKH�0HGLWHUUDQHDQ�FRXQWULHV��,QGLYLGXDO�DOORFDWLRQV�RXW�RI�WKLV�WRWDO�ZRXOG�QRW�EH�SUH�GHWHUPLQHG��EXW�ZRXOG�LQ�SDUW�EH�HQGRJHQRXV²GHSHQGLQJ�RQ�FRXQWU\�SHUIRUPDQFH��LQFOXGLQJ�WKH�LPSOHPHQWDWLRQ�RI�WKH�(0$��$OWKRXJK�QRW�VSHOOHG�RXW�H[SOLFLWO\�LQ�WKH�(0$��WKH�DUWLFOHV�LQ�WKH�(0$�RQ�ILQDQFLDO�FRRSHUDWLRQ�SXW�HPSKDVLV�RQ�WKH�OLQN�EHWZHHQ�(0$�LPSOHPHQWDWLRQ�DQG�WKH�SURYLVLRQ�RI�ILQDQFLDO�UHVRXUFHV��$UWLFOH����RI�WKH�7XQLVLDQ�(0$�VWDWHV�WKDW��:LWK�D�YLHZ�WR�IXOO�DWWDLQPHQW�RQ�WKH�$JUHHPHQW
V�REMHFWLYHV��ILQDQFLDO�FRRSHUDWLRQ�����VKDOO�HQWDLO�
x IDFLOLWDWLQJ�UHIRUPV�DLPHG�DW�PRGHUQL]LQJ�WKH�HFRQRP\�
úú 7KH�DPRXQWV�KDYH�EHHQ�VWHDGLO\�LQFUHDVLQJ�LQ�QRPLQDO�WHUPV��'XULQJ����������7XQLVLD�REWDLQHG�(&8����PLOOLRQ��7KLV�URVH�WR�(&8�����GXULQJ���������DQG�(&8�����GXULQJ���������
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x XSGDWLQJ�HFRQRPLF�LQIUDVWUXFWXUH�x SURPRWLQJ�SULYDWH�LQYHVWPHQW�DQG�MRE�FUHDWLRQ�DFWLYLWLHV�x WDNLQJ�LQWR�DFFRXQW�WKH�HIIHFWV�RI�WKH�SURJUHVVLYH�LQWURGXFWLRQ�RI�D�IUHH�WUDGH�DUHD�RQ�WKH�7XQLVLDQ�HFRQRP\��LQ�SDUWLFXODU�ZKHUH�XSGDWLQJ�DQG�UHVWUXFWXULQJ�RI�LQGXVWU\�LV�FRQFHUQHG�x IODQNLQJ�PHDVXUHV�IRU�SROLFLHV�LPSOHPHQWHG�LQ�WKH�VRFLDO�VHFWRUV�
$UWLFOH����JRHV�RQ�WR�VD\�WKDW�WKH�&RPPXQLW\�ZLOO�H[DPLQH�ZD\V�WR�VXSSRUW�VWUXFWXUDO�DGMXVWPHQW�SROLFLHV�QHHGHG�WR�UHVWRUH�ILQDQFLDO�HTXLOLEULXP��ZKLOH�$UWLFOH����VHHNV�WR�HVWDEOLVK�D�EDVLV�IRU�FRRUGLQDWHG�DSSURDFKHV�WR�GHDOLQJ�ZLWK��H[FHSWLRQDO�PDFURHFRQRPLF�DQG�ILQDQFLDO�SUREOHPV�ZKLFK�FRXOG�VWHP�IURP�WKH�SURJUHVVLYH�LPSOHPHQWDWLRQ�RI�WKH�$JUHHPHQW����+RZHYHU��WKH�H[DFW�PRGDOLWLHV�RI�ILQDQFLDO�FRRSHUDWLRQ�DUH�YDJXH��WKH�UHOHYDQW�SURFHGXUHV�WR��EH�DGRSWHG�E\�PXWXDO�DJUHHPHQW�EHWZHHQ�WKH�3DUWLHV�E\�PHDQV�RI�WKH�PRVW�VXLWDEOH�LQVWUXPHQWV�RQFH�WKH�$JUHHPHQW�HQWHUV�LQWR�IRUFH���$UWLFOH������+RZ�IXWXUH�ILQDQFLDO�WUDQVIHUV�ZLOO�FRPSDUH�WR�SDVW�IORZV�UHPDLQV�WR�EH�VHHQ��7KH�(&�&RPPLVVLRQ�UHTXHVWHG�D�WRWDO�RI�(&8�����ELOOLRQ�IRU�WKH�UHJLRQ�IRU�D�IRXU�\HDU�SHULRG��(&8�����ELOOLRQ�ZDV�DSSURYHG�E\�WKH�&RXQFLO��$Q�HTXLYDOHQW�DPRXQW�LV�WR�EH�SURYLGHG�E\�WKH�(XURSHDQ�,QYHVWPHQW�%DQN�
����,QVWLWXWLRQDO�SURYLVLRQV� $V�QRWHG�SUHYLRXVO\��WKH�$VVRFLDWLRQ�&RXQFLO�LV�WKH�PDLQ�ERG\�UHVSRQVLEOH�IRU�WKH�LPSOHPHQWDWLRQ�DQG�RSHUDWLRQ�RI�WKH�(0$��,W�DOVR�GHDOV�ZLWK�GLVSXWHV��,Q�WKH�FDVH�RI�D�GLVSXWH�WKDW�FDQQRW�EH�DGGUHVVHG�WKURXJK�FRQVXOWDWLRQV�ZLWK�WKH�&RXQFLO��RQH�RI�WKH�SDUWLHV�PD\�DSSRLQW�DQ�DUELWUDWRU��7KH�RWKHU�SDUW\�LV�WKHQ�UHTXLUHG�WR�DSSRLQW�D�VHFRQG�DUELWUDWRU�ZLWKLQ�WZR�PRQWKV��DQG�WKH�$VVRFLDWLRQ�&RXQFLO�DSSRLQWV�D�WKLUG�RQH��'HFLVLRQV�E\�WKH�WKUHH�DUELWUDWRUV�ZLOO�EH�WDNHQ�E\�PDMRULW\�YRWH��ZLWK�WKH�3DUWLHV�UHTXLUHG�WR�LPSOHPHQW�WKHP��+RZHYHU��LW�LV�QRW�FOHDU�ZKDW�WKH�VDQFWLRQV�PD\�EH�LQ�FDVH�RI�QRQ�LPSOHPHQWDWLRQ�RIDUELWUDWLRQ�GHFLVLRQV��7LPH�ZLOO�WHOO�KRZ�WKLV�GLVSXWH�VHWWOHPHQW�PHFKDQLVP�ZLOO�ZRUN��,Q�D�QXPEHU�RI�DUHDV�WKDW�DUH�SDUWLFXODUO\�UHOHYDQW�IURP�D�PDUNHW�DFFHVV�YLHZSRLQW�ELQGLQJ�REOLJDWLRQV�KDYH�\HW�WR�EH�HVWDEOLVKHG��H�J���DV�UHJDUGV�SURGXFW�VWDQGDUGV��'LVSXWHV�RQ�VXFK�LVVXHV��H�J���DOOHJDWLRQV�WKDW�VWDQGDUGV�DUH�XVHG�DV�QRQWDULII�EDUULHUV��DUH�SHUKDSV�EHWWHU�GHDOW�ZLWK�E\�WKH�:72��'LVSXWHV�RQ�PDWWHUV�UHODWLQJ�WR�VWDWH�DLG��LQ�WKH�ILUVW�ILYH�\HDUV�RI�WKH�(0$���DQWLGXPSLQJ��DQG�VWDWH�WUDGLQJ�DUH�H[SOLFLWO\ UHIHUUHG�WR�WKH�:72�E\�WKH�7XQLVLDQ�(0$��$UWLFOH�����
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(YDOXDWLQJ�(0$V,Q�SULQFLSOH��WKH�OLEHUDOL]DWLRQ�RI�WUDGH�UHTXLUHG�XQGHU�WKH�(0$�VKRXOG�LQGXFH�ILUPV�WR�XSJUDGH�WKHLU�SURGXFWLRQ�FDSDFLW\�DQG�LPSURYH�WKHLU�HIILFLHQF\��$OWKRXJK�LQ�WKH�ORQJ�UXQ�WKH�(0$�LV�OLNHO\�WR�EH�EHQHILFLDO�WR�DOO�RI�WKH�FRXQWULHV�LQYROYHG��LW�PD\�EH�HFRQRPLFDOO\�ZHOIDUH�UHGXFLQJ�LQ�WKH�VKRUW� WR�PHGLXP�UXQ�GXH�WR�LWV�GLVFULPLQDWRU\�QDWXUH��+RZHYHU��VLPXODWLRQ�VWXGLHV�DQDO\]LQJ�WKH�VWDWLF�HIIHFWV�RI�SUHIHUHQWLDO�OLEHUDOL]DWLRQ�YLV�j�YLV�WKH�(8�IRU�7XQLVLD�VXJJHVW�WKDW�WKH�QHW�VWDWLF�ZHOIDUH�LPSDFW�RI�WKH�(0$�ZLOO�EH�SRVLWLYH��%URZQ�HW�DO��������5XWKHUIRUG�HW�DO���������0XFK�RI�WKH�JDLQV�PD\�DULVH�EHFDXVH�RI�WKH�UHGXFWLRQ�LQ�DGPLQLVWUDWLYH�EDUULHUV�WKURXJK�WKH�LPSURYHPHQW�WKH�DGPLQLVWUDWLRQ�RI�UHJXODWRU\�UHJLPHV��H�J���FXVWRPV��FHUWLILFDWLRQ�RI�SURGXFW�VWDQGDUGV���+RZHYHU��WKH�DEVHQFH�RI�ELQGLQJ�FRPPLWPHQWV�LQ�WKH�DUHDV�RI�IRUHLJQ�GLUHFW�LQYHVWPHQW�DQG�VXSSO\�RI�VHUYLFHV��WKH�H[FOXVLRQ�RI�JRYHUQPHQW�SURFXUHPHQW��DQG�WKH�PDLQWHQDQFH�RI�DQWLGXPSLQJ�DQG�EURDGO\�ZRUGHG�VDIHJXDUG�SURYLVLRQV�LPSOLHV�WKDW�WKH�(0$�GRHV�QRW�JR�VLJQLILFDQWO\�EH\RQG�H[LVWLQJ�PXOWLODWHUDO��:72��GLVFLSOLQHV�� 7KH�WUDQVLWLRQ�SDWK�WR�IUHH�WUDGH�ZLWK�WKH�(8�LV�D�ORQJ�RQH��ZLWK�OLEHUDOL]DWLRQ�RI�JRRGV�FRPSHWLQJ�ZLWK�GRPHVWLF�SURGXFWLRQ�VWDUWLQJ�ILYH�\HDUV�DIWHU�WKH�HQWU\�LQWR�IRUFH�RI�WKH�DJUHHPHQWV��%\�ORZHULQJ�WDULIIV�RQ�LQWHUPHGLDWHV�DQG�FDSLWDO�JRRGV�ILUVW��GRPHVWLF�LQGXVWULHV�DUH�JUDQWHG�VRPH�XS�IURQW�FRPSHQVDWLRQ�IRU�WKH�DGMXVWPHQW� FRVWV�WKDW�PXVW�EH�LQFXUUHG�ODWHU��DQG�DUH�JLYHQ�WLPH�LQ�ZKLFK�WR�UHVWUXFWXUH��7KH�WDULII�OLEHUDOL]DWLRQ�VWUDWHJ\�HQVXUHV�WKDW�WDULII�UHYHQXHV�ZLOO�LQLWLDOO\�GHFOLQH�VORZO\��JLYLQJ�PRUH�WLPH�WR�PRELOL]H�DOWHUQDWLYH�WD[�EDVHV��%XW�WKH�SRVVLEOH�GRZQVLGH�RI�WKH�VWUDWHJ\�VKRXOG�EH�UHFRJQL]HG��7KH�EDFNORDGHG�QDWXUH�RI�WKH�WDULII�UHGXFWLRQV�PD\�UHGXFH�WKH�LQFHQWLYHV�WR�LQLWLDWH�UDSLG�UHVWUXFWXULQJ��DQG�PD\�FUHDWH�SUREOHPV�LQ�LPSOHPHQWLQJ�WDULII�UHGXFWLRQV�LQ�WKH�IXWXUH��H�J���WKURXJK�SUHVVXUH�IRU�VDIHJXDUG�SURWHFWLRQ���*UDGXDO�OLEHUDOL]DWLRQ�PD\�DOVR�EH�WRR�VORZ�LQ�WHUPV�RI�PDLQWDLQLQJ�H[LVWLQJ�H[SRUW�PDUNHWV�DQG�FDSWXULQJ�QHZ�RQHV�LQ�WKH�IDFH�RI�LQFUHDVHG�FRPSHWLWLRQ�IURP�IRUPHU�FHQWUDOO\�SODQQHG�DQG�$VLDQ�HFRQRPLHV��GULYHQ�E\�WKH�OLEHUDOL]DWLRQ�DFKLHYHG�LQ�WKH�8UXJXD\�5RXQG��0XFK�WKHUHIRUH�GHSHQGV�RQ�WKH�FUHGLELOLW\�RI�WKH�(0$��7KLV�LQ�WXUQ�GHSHQGV�RQ�WKH�H[WHQW�WR�ZKLFK�FRPSOHPHQWDU\�DFWLRQV�DUH�SXUVXHG�WR�LPSURYH�WKH�IXQFWLRQLQJ�RI�WKH�HFRQRP\��,PSRUWDQW�LQ�WKLV�FRQQHFWLRQ�LV�WKH�IDFW�WKDW�WKH�(0$�GRHV�OLWWOH�WR�HQVXUH�LQYHVWRUV�RI�QDWLRQDO�WUHDWPHQW�RU�WR�JUDQW�WKH�JHQHUDO�ULJKW�RI�HVWDEOLVKPHQW��7KLV�LV�D�VLJQLILFDQW�GLIIHUHQFH�ZLWK�WKH�(XURSH�$JUHHPHQWV��ZKHUH�VXFK�HVWDEOLVKPHQW�LV�SHUPLWWHG�LPPHGLDWHO\�IRU�PRVW�DFWLYLWLHV��DQG�D�WUDQVLWLRQ�SDWK�LV�VSHOOHG�RXW�IRU�WKH�UHPDLQGHU��%\�VLJQDOLQJ�WKHLU�RSHQQHVV�WR�)',��WKH�&HQWUDO�DQG�(DVWHUQ�(XURSHDQ�FRXQWULHV�LQFUHDVHG�WKH�LQFHQWLYHV�IRU�IRUHLJQ�ILUPV�WR�HVWDEOLVK�DQG�WUDQVIHU�PXFK�QHHGHG�NQRZ�KRZ��)',�LV�
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HVSHFLDOO\�LPSRUWDQW�LQ�WKH�VHUYLFHV�DUHD��ZKHUH
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HVWDEOLVKPHQW�RIWHQ�UHPDLQV�WKH�EHVW�ZD\�WR�FRQWHVW�D�PDUNHW��(IILFLHQW�VHUYLFHV�DUH�FUXFLDO�LQ�WHUPV�RI�EHLQJ�DEOH�WR�SDUWLFLSDWH�LQ�WKH�JOREDO�HFRQRP\��WHOHFRPPXQLFDWLRQV��LQIRUPDWLRQ�WHFKQRORJ\��SRUW�VHUYLFHV��ILQDQFLDO�LQWHUPHGLDWLRQ��DQG�EXVLQHVV�VXSSRUW�VHUYLFHV�DUH�DOO�NH\�HOHPHQWV�XQGHUO\LQJ�WKH�DELOLW\�WR�FRPSHWH�RQ�ZRUOG�PDUNHWV��%\�OLPLWLQJ�FRPPLWPHQWV�WR�WKRVH�PDGH�LQ�WKH�*$76��WKH�(0$�ULVNV�VHQGLQJ�D�VLJQDO�WKDW�OLEHUDOL]DWLRQ�LV�QRW�RQ�WKH�LPPHGLDWH�DJHQGD��,W�DOVR�SXWV�WKH�EXUGHQ�RQ�XQLODWHUDO�HIIRUWV�WR�PRYH�IRUZDUG���������������������
����3RVVLEOH�,PSOLFDWLRQV�RI�(PXODWLQJ�WKH�7XQLVLDQ�$JUHHPHQW$OWKRXJK�WKH�EDVLF�RXWOLQH�RI�WKH�(0$�EHWZHHQ�(J\SW�DQG�WKH�(8�ZLOO�EH�VLPLODU�WR�WKH�7XQLVLDQ�DJUHHPHQW��WKH�*RYHUQPHQW�RI�(J\SW�KDV�VXEVWDQWLDO�GLVFUHWLRQ�WR�GHWHUPLQH�WKH�FRQWHQWV�DQG�WLPH�SDWK�RI�OLEHUDOL]DWLRQ��7KLV�LQYROYHV�WKH�PRGDOLWLHV�RI�WKH�WUDQVLWLRQ�WR�IUHH�WUDGH�ZLWK�(XURSH��DFWLRQV�WR�HQFRXUDJH�)',�DQG�RSHQ�XS�WKH�VHUYLFH�VHFWRU�WR�JUHDWHU�FRPSHWLWLRQ��DQG�WKH�SROLF\�VWDQFH�WKDW�LV�WDNHQ�UHJDUGLQJ�WKH�UHVW�RI�WKH�ZRUOG��$�VLPXODWLRQ�VWXG\�DQDO\]LQJ�WKH�VWDWLF�HIIHFWV�RI�SUHIHUHQWLDO�OLEHUDOL]DWLRQ�YLV �j�YLV�WKH�(8�IRU�(J\SW�VXJJHVWV�WKDW�PXFK�RI�WKH�ZHOIDUH�JDLQ�IURP�DQ�(0$�LV�DVVRFLDWHG�ZLWK�D�UHGXFWLRQ�LQ�DGPLQLVWUDWLYH�EDUULHUV�úû )UHH�WUDGH�ZLWK�WKH�(8²HOLPLQDWLRQ�RI�WDULIIV�RQ�(8�LPSRUWV�FRPELQHG�ZLWK�DQ�DVVXPHG�RQH�SHUFHQW�LQFUHDVH�LQ�WKH�H[SRUW�SULFHV�RI�(J\SWLDQ�H[SRUWV�EHFDXVH�RI�UHGXFHG�LQFLGHQFH�RI�WHVWLQJ�DQG�FHUWLILFDWLRQ�FRVWV�LQ�WKH (8��DV�ZHOO�DV�DQ���SHUFHQW�LQFUHDVH�LQ�H[SRUW�SULFHV�RI�DJULFXOWXUDO�SURGXFH�DQG�FORWKLQJ²UHVXOWV�LQ�D�ZHOIDUH�JDLQ�RI�RQO\�����SHUFHQW�RI�*'3��7KLV�ORZ�ILJXUH�UHIOHFWV�WKH�LPSDFW�RI�WUDGH�GLYHUVLRQ��+RZHYHU��LI�LW�LV�DVVXPHG�WKDW�WKH�(0$�DOVR�UHGXFHV�DGPLQLVWUDWLYH�FRVWV�LQFXUUHG�E\�WUDGHUV�LQ�(J\SW²GXH�WR�FXVWRPV�SURFHGXUHV��TXDOLW\�FRQWURO���UHG�WDSH�²DQG�WKDW�WKLV�UHGXFWLRQ�DSSOLHV�WR�DOO�WUDGH��QRW�MXVW�WKH�(8���WKH�ZHOIDUH�JDLQV�ULVH�WR�����SHUFHQW�RI�*'3� úü/LEHUDOL]DWLRQ7DEOH����WUDQVODWHV��7XQLVLDQ�FRPPLWPHQWV�RQ�WDULII�OLEHUDOL]DWLRQ�IRU�(J\SW¶V�FDVH��,W�LV�DVVXPHG�WKDW�(J\SW�ZRXOG�SXUVXH�DQ�LGHQWLFDO�DSSURDFK�WR�IUHH�WUDGH�ZLWK�WKH�(8��EDVHG�RQ�

úû .RQDQ�DQG�0DVNXV���������7KH�VLPXODWLRQ�XVHV�D����VHFWRU�FRPSXWDEOH�JHQHUDO�HTXLOLEULXP�PRGHO�RI�WKH�(J\SWLDQ�HFRQRP\��
úü ,W�LV�DVVXPHG�WKDW�DGPLQLVWUDWLYH�EDUULHUV�LPSRVH�FRVWV�HTXLYDOHQW�WR�D���SHUFHQW�DG�YDORUHP�WD[�RQ�LPSRUWV�RI�JRRGV��D����SHUFHQW�WD[�RQ�H[SRUWV��DQG�D����SHUFHQW�WD[�RQ�LPSRUWHG�RU�H[SRUWHG�VHUYLFHV��7KHVH�HVWLPDWHV�DUH�OLNHO\�WR�EH�FRQVHUYDWLYH�DV�QR�DFFRXQW�LV�WDNHQ�RI�GRPHVWLF�GLVWRUWLRQV�LQ�VHUYLFH�PDUNHWV�WKDW�UDLVH�WKH�HIIHF WLYH�FRVWV�RI�(J\SWLDQ�PDQXIDFWXULQJ�
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WKH�VDPH�JURXSLQJ�RI�FRPPRGLWLHV�LQWR�DQQH[HV��HDFK�VXEMHFWHG�WR�D�GLIIHUHQW�WLPH�SDWK�IRU�WDULII�HOLPLQDWLRQ��&RPSDUHG�WR�7XQLVLD��D�JUHDWHU�VKDUH�RI�GRPHVWLF�RXWSXW�LV�IRXQG�LQ�$QQH[���SURGXFWV��FRPSULVLQJ�PRVWO\�FRQVXPHU�JRRGV�²���DV�FRPSDUHG�WR����SHUFHQW²ZKLOH�WKH�UHODWLYH�LPSRUWDQFH�LQ�GRPHVWLF�SURGXFWLRQ�RI�JRRGV�VXEMHFW WR�LPPHGLDWH�OLEHUDOL]DWLRQ�LV�OHVV����FRPSDUHG�WR����SHUFHQW���/LEHUDOL]DWLRQ�ZRXOG�EH�PRUH�JUDGXDO��EDFNORDGHG��WKDQ�LQ�7XQLVLD��,Q�WHUPV�RI�LPSRUWV�IURP�WKH�(8��HPXODWLQJ�WKH�7XQLVLDQ�DSSURDFK�ZRXOG�HQVXUH�WKDW����SHUFHQW�RI�FXUUHQW�LPSRUWV�ZRXOG�EHFRPH�GXW\�IUHH�ZLWKLQ�ILYH�\HDU��WKXV��(8�FULWHULRQ�WKDW�DW�OHDVW����SHUFHQW�RI�WUDGH�EHFRPHV�GXW\�IUHH�ZLWKLQ�ILYH�\HDUV�ZRXOG�EH�PHW�
(J\SW�KDV�D�ODUJH�PHUFKDQGLVH�WUDGH�GHILFLW��EXW�LPSRUWV�PRUH�IURP�WKH�UHVW�RI�WKH�ZRUOG�WKDQ�IURP�WKH�(8��+HQFH�LW�LV�OHVV�GHSHQGHQW�RQ�WKH�(8�IRU�WDULII�UHYHQXH�WKDQ�7XQLVLD��7KH�(8�JHQHUDWHV������SHUFHQW�RI�WRWDO�WDULII�UHYHQXH��DV�FRPSDUHG�WR����SHUFHQW�IRU�7XQLVLD��)UHH�WUDGH�ZLWK�WKH�(8�WKXV�KDV�OHVV�RI�D�ILVFDO�LPSDFW��7DEOH����&DOFXODWLQJ�WKH�LPSDFW�RI�DOWHUQDWLYH�OLEHUDOL]DWLRQ�VWUDWHJLHV�RQ�WKH�OHYHOV�DQG�GLVWULEXWLRQ�RI�HIIHFWLYH�SURWHFWLRQ�RI�(J\SWLDQ�LQGXVWU\�SURYLGHV�D�XVHIXO�PHDVXUH�RI�WKH�FKDQJH�LQ�LQFHQWLYH�UHJLPH�IRU�LQGXVWULHV��7KH�HIIHFWLYH�UDWH�RI�SURWHFWLRQ��(53��LV�D�PHDVXUH�RI�WKH�H[WHQW�WR�ZKLFK�WUDGH�EDUULHUV�SURWHFW�GRPHVWLF�YDOXH�DGGHG�LQ�SURGXFWLRQ�úý 7KH�LPSRUW�ZHLJKWHG�DYHUDJH�WDULII�LV�FXUUHQWO\����SHUFHQW��7DEOH�����$W����SHUFHQW��7DEOH����ODVW�FROXPQ���WKH�DYHUDJH�HIIHFWLYH�UDWH�RI�SURWHFWLRQ�LV�VLJQLILFDQWO\�KLJKHU�WKDQ�WKH�DYHUDJH�QRPLQDO�U DWH��(IIHFWLYH�UDWHV�DUH�KLJKHU�WKDQ�QRPLQDO�RQHV�IRU����LQGXVWULHV��DOO�RI�ZKLFK�DUH�ILQDO�JRRGV�VHFWRUV��$OO�DJULFXOWXUDO�VHFWRUV��QRW�UHSRUWHG�KHUH��DQG�WKH�IRXU�LQWHUPHGLDWH�VHFWRUV��FUXGH�SHWUROHXP��RWKHU�H[WUDFWLQJ�LQGXVWULHV��LURQ�DQG�VWHHO��DQG�OHDWKHU��KDYH�ORZHU�HIIHFWLYH�SURWHFWLRQ�WKDQ�ZKDW�QRPLQDO�WDULIIV�ZRXOG�VXJJHVW��7KH�VWUXFWXUH�RI�SURWHFWLRQ�LQ�(J\SW�LV�WKHUHIRUH�VNHZHG�WRZDUGV�ILQDO�JRRGV�0DQ\�LQSXWV�XVHG�E\�LQGXVWULHV�DUH�QRW�WUDGHG²VHUYLFHV�DUH�RIWHQ�DQ�LPSRUWDQW�H[DPSOH��$QDORJRXV�WR�WDULIIV�RQ�WUDGHG�LQSXWV��WKH�KLJKHU�WKH�WDULII�HTXLYDOHQW�RI�UHJXODWRU\�SROLFLHV�IRU�VHUYLFHV��WKH�ORZHU�WKH�HIIHFWLYH�SURWHFWLRQ�IRU�LQGXVWULHV�WKDW�XVH�WKH�VHUYLFH�LQSXWV�LQYROYHG�

úý 7KH�EDVLF�IRUPXOD�IRU�FDOFXODWLQJ�WKH�(53�LV �9�9��9��ZKHUH�9 LV�WKH�GRPHVWLF�YDOXH�DGGHG�SHU�XQLW�RI�D�JRRG�DW�GRPHVWLF��WDULII�LQFOXVLYH��SULFHV��DQG�9 LV�YDOXHG�DGGHG�DW�ZRUOG�SULFHV��]HUR�WDULIIV���9DOXH�DGGHG SHU�XQLW�LV�GHILQHG�DV�WKH�JURVV�YDOXH�RI�RXWSXW�PLQXV�WKH�FRVW�RI�LQSXWV�XVHG�LQ�SURGXFWLRQ��L�H���9 WI3I � WL3L;��ZKHUH�WI DQG�WL DUH�WKH�WDULIIV�RQ�D�JRRG�DQG�LWV�LQSXWV��3I DQG�3L DUH�WKH�SULFHV��DQG�; LV�WKH�DPRXQW�RI�LQSXWV�XVHG�WR�SURGXFH�D�XQLW�RI WKH�JRRG��9DOXH�DGGHG�DW�ZRUOG�SULFHV�LV�9 3I � 3L;��DV�WDULIIV�GR�QRW�DSSO\��6HH�$SSHQGL[�IRU�PRUH�GHWDLOV�RQ�WKH�FDOFXODWLRQ�RI�(53V�XVHG�LQ�WKLV�SDSHU�
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7DEOH�����7XQLVLDQ�7DULII�/LEHUDOL]DWLRQ�&RPPLWPHQWV�$SSOLHG�WR�(J\SW��,QGXVWULDO�3URGXFWV�

7UDGH�ZLWK�(8�YDOXH�DQG�VKDUH 7UDGH�ZLWK�52:�YDOXH�DQG�VKDUH (8�VKDUH�RI�WRWDO�WUDGH 6KDUH�LQ�GRPHVWLF�RXWSXW
6KDUH�LQ�WRWDO�WDULII�UHYHQXH

$Y��WDULII�ZHLJKWHG�E\�(8�LPSRUWV
1R��RI���GLJLW�OLQHV 0DFKLQHU\�	�LQHUPHGLDWHV�VKDUH

([S ,PS ([S ,PS ([S ,PS ��WRWDO E\�OLQH���� E\�LPSRUW�YDOXH����$11(;�������\HDU�WUDQVLWLRQ ������� �������� ������� ������� �� �� �� ��� ���� ���� �� �� ��
$11(;��������\HDU�WUDQVLWLRQ ������� �������� ������� �������� �� �� �� ���� ���� ��� �� �� ��
$11(;��������\HDU�WUDQVLWLRQ�VWDUWLQJ�LQ�\HDU�� ������� �������� ������� �������� �� �� �� ���� ���� ��� �� � �
$11(;�����([HPSWHG ����� ����� ������ ������� �� �� � ��� ���� �� � � �
,QGXVWULDO�JRRGV�QRW�OLVWHG�LQ�DQ�$QQH[���,PPHGLDWH�OLEHUDOL]DWLRQ ������ ������� ������ ������� �� �� � ��� ��� ��� �� �� ��
727$/ ���� ���� ���� ���� �� �� ��� ���� ���� ���� ��� �� ��6KDUHV�LQ�������YDOXHV�LQ�86���PLOOLRQ6RXUFH� DXWKRUV¶�FDOFXODWLRQV�EDVHG�RQ�(J\SWLDQ�&XVWRPV�GDWD��������

7DEOH����7DULII�5HYHQXH�/RVV�RI�7XQLVLDQ�(0$�IRU�(J\SW��,QGXVWULDO�3URGXFWV�7RWDO�WDULII�UHYHQXH���������86��PLOOLRQ� /RVV�LQ�WDULII�UHYHQXH��VKDUH�RI�WRWDO�UHYHQXH�
LQ���\HDUV ��\HDUV ��\HDUV ���\HDUV����� ����� ����� ����� �����7DNHV�LQWR�DFFRXQW�H[SHFWHG�FKDQJHV�LQ�(8�PDUNHW�VKDUH�DV�GHVFULEHG�LQ�WKH�DSSHQGL[�6RXUFH� DXWKRUV¶�FDOFXODWLRQV�EDVHG�RQ�(J\SWLDQ�&XVWRPV�GDWD��������
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7DEOH�����3URWHFWLRQ�LQ�(J\SW������

(8VKDUH�RI�LPSRUWV
1RPLQDO�WDULII 6KDUH�RI�VHUYLFHV�LQWRWDO�LQSXWV

&XUUHQW�(53�ZLWK�WDULII�HTXLYDOHQWV�IRU�VHUYLFHV
&XUUHQW�(53�ZLWKRXW�WDULII�HTXLYDOHQWV�IRU�VHUYLFHV&KHPLFDOV�	�SURGXFWV��H[F��SHWUROHXP �� �� �� ��� ��&ORWKLQJ �� �� �� ��� ���&RWWRQ�JLQQLQJ�DQG�SUHVVLQJ �� � �� � ��&RWWRQ�VSLQQLQJ�DQG�ZHDYLQJ �� �� �� �� ��&UXGH�SHWUROHXP�DQG�QDWXUDO�JDV �� � �� ��� �)RRG�SURFHVVLQJ �� �� �� �� ��)XUQLWXUH �� �� �� ��� ���*ODVV�DQG�SURGXFWV �� �� �� �� ���,URQ��VWHHO��RWKHU�EDVH�PHWDOV �� �� �� � ��/HDWKHU�SURGXFWV�H[FO��VKRHV �� �� �� �� ��0DFKLQHU\�DQG�DSSOLDQFHV �� �� �� �� ��0LQHUDO�SURGXFWV��Q�L�H� �� �� �� �� ��2WKHU�H[WUDFWLYH�LQGXVWULHV �� �� �� ��� ��2WKHU�PDQXIDFWXULQJ �� �� �� �� ��3DSHU�DQG�SULQWLQJ �� �� �� �� ��3HWUROHXP�UHILQLQJ �� �� �� �� ��3RUFHODLQ��FKLQD��SRWWHU\ �� �� �� �� ���5XEEHU��SODVWLF�DQG�SURGXFWV �� �� �� �� ��)RRWZHDU �� �� �� ��� ���7UDQVSRUWDWLRQ�HTXLSPHQW �� �� �� �� ��:RRG�	�SURGXFWV�H[FO��IXUQLWXUH �� �� �� �� ��$YHUDJH �� �� �� �� ��6RXUFH� 7UDGH�VKDUHV�IURP�WKH�(XURVWDW�&RPH[W�GDWDEDVH����������VHUYLFH�VKDUHV�IURP�WKH������LQSXW �RXWSXW�WDEOH��(53�IURP�RZQ�FDOFXODWLRQV��QRPLQDO�LPSRUW�ZHLJKWHG�WDULIIV�IURP�6XEUDPDQLDQ��������

*LYHQ�WKH�LPSRUWDQFH�RI�VHUYLFHV�LQ�WKH�SURGXFWLRQ�SURFHVV²L�H�� WUDQVSRUWDWLRQ�RI�LQSXWV�DQG�WKH�JRRGV�SURGXFHG��ILQDQFLDO�LQWHUPHGLDWLRQ��LQVXUDQFH��EXVLQHVV�VHUYLFHV��WHOHFRPPXQLFDWLRQV²LW�LV�FOHDUO\�QHFHVVDU\�WR�WDNH�LQWR�DFFRXQW�WKH�H[WHQW�WR�ZKLFK�UHJXODWRU\�UHJLPHV�UDLVH�WKH�FRVWV�RI�VHUYLFHV��WKHUHE\�LPSRVLQJ�D WD[�RQ�PDQXIDFWXULQJ�DQG�DJULFXOWXUH��7KHVH�FRVWV�DUH�QRW�OLPLWHG�WR�GLUHFW�SULFH�LQFUHDVLQJ�HIIHFWV��,QVRIDU�DV�WKHLU�HIIHFW�LV�WR�UHGXFH�TXDOLW\�RI�VHUYLFHV��XVHUV�DUH�
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	Abstract
	The Government of Egypt has for some time been pursuing economic reform, which has led to great improvement in macroeconomic indicators. The supply response by the private sector, however, in terms of investment in productive resources and employment creation, has been limited. This may be due to uncertainty regarding the reversibility of reform, or because reforms have not gone far enough to induce large scale investment.
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