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$%675$&7��$�WUDQVQDWLRQDO�FDSLWDOLVW�FODVV��7&&��KDV�HPHUJHG�DV�
WKDW�VHJPHQW�RI�WKH�ZRUOG�ERXUJHRLVLH�WKDW�UHSUHVHQWV�WUDQVQDWLRQDO�
FDSLWDO��WKH�RZQHUV�RI�WKH�OHDGLQJ�ZRUOGZLGH�PHDQV�RI�SURGXFWLRQ�
DV�HPERGLHG�LQ�WKH�WUDQVQDWLRQDO�FRUSRUDWLRQV�DQG�SULYDWH�ILQDQ��
FLDO�LQVWLWXWLRQV��7KH�VSUHDG�RI�71&V��WKH�VKDUS�LQFUHDVH�LQ�IRU��
HLJQ�GLUHFW�LQYHVWPHQW��WKH�SUROLIHUDWLRQ�RI�PHUJHUV�DQG�DFTXLVL��
WLRQV�DFURVV�QDWLRQDO�ERUGHUV��WKH�ULVH�RI�D�JOREDO�ILQDQFLDO�V\VWHP��
DQG�WKH�LQFUHDVHG�LQWHUORFNLQJ�RI�SRVLWLRQV�ZLWKLQ�WKH�JOREDO�FRU��
SRUDWH�VWUXFWXUH��DUH�VRPH�HPSLULFDO�LQGLFDWRUV�RI�WKH�WUDQVQDWLRQDO�
LQWHJUDWLRQ�RI�FDSLWDOLVWV��7KH�7&&�PDQDJHV�JOREDO�UDWKHU�WKDQ�
QDWLRQDO�FLUFXLWV�RI�DFFXPXODWLRQ��7KLV�JLYHV�LW�DQ�REMHFWLYH�FODVV�
H[LVWHQFH�DQG�LGHQWLW\�VSDWLDOO\�DQG�SROLWLFDOO\�LQ�WKH�JOREDO�V\VWHP�
DERYH�DQ\�ORFDO�WHUULWRULHV�DQG�SROLWLHV��7KH�7&&�EHFDPH�SROLWL��
FL]HG�IURP�WKH�����V�LQWR�WKH�����V�DQG�KDV�SXUVXHG�D�FODVV�SURMHFW�
RI�FDSLWDOLVW�JOREDOL]DWLRQ�LQVWLWXWLRQDOL]HG�LQ�DQ�HPHUJHQW�WUDQV��
QDWLRQDO�VWDWH�DSSDUDWXV�DQG�LQ�D��7KLUG�:D\��SROLWLFDO�SURJUDP��
7KH�HPHUJHQW�JOREDO�FDSLWDOLVW�KLVWRULF�EORF�LV�GLYLGHG�RYHU�VWUDWH��
JLF�LVVXHV�RI�FODVV�UXOH�DQG�KRZ�WR�DFKLHYH�UHJXODWRU\�RUGHU�LQ�WKH�
JOREDO�HFRQRP\��&RQWUDGLFWLRQV�ZLWKLQ�WKH�UXOLQJ�EORF�RSHQ�XS�
QHZ�RSSRUWXQLWLHV�IRU�HPDQFLSDWRU\�SURMHFWV�IURP�JOREDO�ODERU��

,6�:,'(/<�5(&2*1,=('�7+$7�:25/'�&$3,7$/,60�KDV�
EHHQ�XQGHUJRLQJ�D�SHULRG�RI�SURIRXQG�UHVWUXFWXULQJ�VLQFH�WKH�
����V��ERXQG�XS�ZLWK�WKH�ZRUOG�KLVWRULF�SURFHVV�WKDW�KDV�FRPH�

WR�EH�NQRZQ�DV�JOREDOL]DWLRQ��%XUEDFK�DQG�5RELQVRQ���������2QH�
SURFHVV�FHQWUDO�WR�FDSLWDOLVW�JOREDOL]DWLRQ�LV�WUDQVQDWLRQDO�FODVV�IRUPD��


� :H�ZRXOG�OLNH�WR�WKDQN�*LRFRQGD�5RELQVRQ�DQG�WZR�DQRQ\PRXV�UHYLHZHUV�IRU�WKHLU�FRP��
PHQWV�RQ�HDUOLHU�GUDIWV�RI�WKLV�HVVD\��
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WLRQ��ZKLFK�KDV�SURFHHGHG�LQ�VWHS�ZLWK�WKH�LQWHUQDWLRQDOL]DWLRQ�RI�
FDSLWDO�DQG�WKH�JOREDO�LQWHJUDWLRQ�RI�QDWLRQDO�SURGXFWLYH�VWUXFWXUHV��
*LYHQ�WKH�WUDQVQDWLRQDO�LQWHJUDWLRQ�RI�QDWLRQDO�HFRQRPLHV��WKH�PR��
ELOLW\�RI�FDSLWDO�DQG�WKH�JOREDO�IUDJPHQWDWLRQ�DQG�GHFHQWUDOL]DWLRQ�
RI�DFFXPXODWLRQ�FLUFXLWV��FODVV�IRUPDWLRQ�LV�SURJUHVVLYHO\�OHVV�WLHG�WR�
WHUULWRULDOLW\��7KH�WUDGLWLRQDO�DVVXPSWLRQ�E\�0DU[LVWV�WKDW�WKH�FDSL��
WDOLVW�FODVV�LV�E\�WKHRUHWLFDO�ILDW�RUJDQL]HG�LQ�QDWLRQ�VWDWHV�DQG�GULYHQ�
E\�WKH�G\QDPLFV�RI�QDWLRQDO�FDSLWDOLVW�FRPSHWLWLRQ�DQG�VWDWH�ULYDOULHV�
QHHGV�WR�EH�PRGLILHG��

:H�DUJXH�LQ�WKLV�HVVD\�WKDW�D�WUDQVQDWLRQDO�FDSLWDOLVW�FODVV��KHQFH��
IRUWK��7&&��KDV�HPHUJHG��DQG�WKDW�WKLV�7&&�LV�D�JOREDO�UXOLQJ�FODVV��,W�
LV�D�UXOLQJ�FODVV�EHFDXVH�LW�FRQWUROV�WKH�OHYHUV�RI�DQ�HPHUJHQW�WUDQV��
QDWLRQDO�VWDWH�DSSDUDWXV�DQG�RI�JOREDO�GHFLVLRQ�PDNLQJ��7KLV�7&&�LV�LQ�
WKH�SURFHVV�RI�FRQVWUXFWLQJ�D�QHZ�JOREDO�FDSLWDOLVW�KLVWRULF�EORF��D�QHZ�
KHJHPRQLF�EORF�FRQVLVWLQJ�RI�YDULRXV�HFRQRPLF�DQG�SROLWLFDO�IRUFHV�WKDW�
KDYH�EHFRPH�WKH�GRPLQDQW�VHFWRU�RI�WKH�UXOLQJ�FODVV�WKURXJKRXW�WKH�
ZRUOG��DPRQJ�WKH�GHYHORSHG�FRXQWULHV�RI�WKH�1RUWK�DV�ZHOO�DV�WKH�FRXQ��
WULHV�RI�WKH�6RXWK��7KH�SROLWLFV�DQG�SROLFLHV�RI�WKLV�UXOLQJ�EORF�DUH�FRQ��
GLWLRQHG�E\�WKH�QHZ�JOREDO�VWUXFWXUH�RI�DFFXPXODWLRQ�DQG�SURGXFWLRQ��
7KLV�KLVWRULF�EORF�LV�FRPSRVHG�RI�WKH�WUDQVQDWLRQDO�FRUSRUDWLRQV�DQG�
ILQDQFLDO�LQVWLWXWLRQV��WKH�HOLWHV�WKDW�PDQDJH�WKH�VXSUDQDWLRQDO�HFR��
QRPLF�SODQQLQJ�DJHQFLHV��PDMRU�IRUFHV�LQ�WKH�GRPLQDQW�SROLWLFDO�SDU��
WLHV��PHGLD�FRQJORPHUDWHV��DQG�WHFKQRFUDWLF�HOLWHV�DQG�VWDWH�PDQDJHUV�
LQ�ERWK�1RUWK�DQG�6RXWK��

,Q�ZKDW�IROORZV��ZH�H[SORUH�VRPH�RI�WKH�WKHRUHWLFDO��FRQFHSWXDO��
DQG�HPSLULFDO�LVVXHV�DW�VWDNH��DOWKRXJK�ZH�VWDWH�DV�D�FDYHDW�WKDW�VSDFH�
FRQVWUDLQWV�SUHFOXGH�D�IXOO�GLVFXVVLRQ�RI�WKHVH�LVVXHV��7KH�SURSRVLWLRQV�
DGYDQFHG�KHUH�DUH�LQWHQGHG�WR�SURYRNH�GLVFXVVLRQ��DQG�DV�D�PDWWHU�
RI�FRXUVH�DUH�WHQWDWLYH�LQ�QDWXUH��UHTXLULQJ�IXUWKHU�VXEVWDQWLDWLRQ�LQ�
RQJRLQJ�UHVHDUFK��,Q�SDUW�,��ZH�GLVFXVV�WKH�QRWLRQ�RI�WUDQVQDWLRQDO�
FODVV�IRUPDWLRQ��LGHQWLI\�VRPH�RI�WKH�NH\�GHYHORSPHQWV�LQ�WKH�ULVH�RI�
D�7&&�DV�DJHQF\�LQ�WKH�ODWWHU�GHFDGHV�RI�WKH���WK�FHQWXU\��DQG�DV�SDUW�
DQG�SDUFHO�RI�WKH�VDPH�KLVWRULFDO�SURFHVV��WKH�ULVH�RI�D�WUDQVQDWLRQDO�
VWDWH�DSSDUDWXV�LQ�WKLV�VDPH�SHULRG��,Q�SDUW�,,��ZH�UHYLHZ�VRPH�HP��
SLULFDO�GDWD�RQ�JOREDOL]DWLRQ�DV�LQGLFDWRUV�RI�WUDQVQDWLRQDO�FDSLWDOLVW�
FODVV�IRUPDWLRQ��)LQDOO\��LQ�SDUW�,,,��ZH�GLVFXVV�WKH�SROLWLFDO�G\QDPLFV�
RI�WKH�7&&��LQFOXGLQJ�VWUDWHJLF�GHEDWHV�DQG�HPHUJHQW�VSOLWV�DPRQJ�
WUDQVQDWLRQDO�FDSLWDOLVWV�DQG�WKHLU�RUJDQLF�LQWHOOHFWXDOV��
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6LQFH�WKH�����V�D�JURZLQJ�QXPEHU�RI�REVHUYHUV�KDYH�GLVFXVVHG�WKH�
ULVH�RI�DQ��LQWHUQDWLRQDO�FDSLWDOLVW�FODVV���,Q�WKH�HDUO\�����V��6WHSKHQ�
+\PHU�QRWHG�WKDW��DQ�LQWHUQDWLRQDO�FDSLWDOLVW�FODVV�LV�HPHUJLQJ�ZKRVH�
LQWHUHVWV�OLH�LQ�WKH�ZRUOG�HFRQRP\�DV�D�ZKROH�DQG�D�V\VWHP�RI�LQWHU��
QDWLRQDO�SULYDWH�SURSHUW\�ZKLFK�DOORZV�IUHH�PRYHPHQW�RI�FDSLWDO�EH��
WZHHQ�FRXQWULHV��������WKHUH�LV�D�VWURQJ�WHQGHQF\�IRU�WKH�PRVW�SRZHU��
IXO�VHJPHQWV�RI�WKH�FDSLWDOLVW�FODVV�LQFUHDVLQJO\�WR�VHH�WKHLU�IXWXUH�LQ�
WKH�IXUWKHU�JURZWK�RI�WKH�ZRUOG�PDUNHW�UDWKHU�WKDQ�LWV�FXUWDLOPHQW��
�+\PHU��������������'HSHQGHQF\�WKHRULVWV�SRVLWHG�WKH�QRWLRQ�RI�DQ�
LQWHUQDWLRQDO�ERXUJHRLVLH�IRUPHG�RXW�RI�WKH�DOOLDQFH�RI�QDWLRQDO�ERXU��
JHRLVLHV�ERXQG�E\�WKHLU�PXWXDO�LQWHUHVW�LQ�GHIHQVH�RI�WKH�ZRUOG�FDSL��
WDOLVW�V\VWHP��,Q�WKHLU�ODQGPDUN������VWXG\��*OREDO�5HDFK��%DUQHW�DQG�
0XHOOHU�DUJXHG�WKDW�WKH�VSUHDG�RI�PXOWLQDWLRQDO�FRUSRUDWLRQV�KDG�
VSDZQHG�D�QHZ�LQWHUQDWLRQDO�FRUSRUDWH�HOLWH��6XPPDUL]LQJ�PXFK�RI�
WKLV�HDUOLHU�ZRUN�LQ�WKH�����V�DQG�����V��*ROGIUDQN�SRLQWHG�LQ������
WR��JURZLQJ�HYLGHQFH�WKDW�WKH�RZQHUV�DQG�PDQDJHUV�RI�PXOWLQDWLRQDO�
HQWHUSULVHV�DUH�FRPLQJ�WR�FRQVWLWXWH�WKHPVHOYHV�DV�D�SRZHUIXO�VRFLDO�
FODVV��������DQG�WKDW��WKH�VWXG\�RI�FODVV�VWUXFWXUH�RU�VWUDWLILFDWLRQ�RQ�
D�ZRUOG�OHYHO�LV�LQ�LWV�LQIDQF\��������

3DUDOOHO�WR�WKH�EXUJHRQLQJ�UHVHDUFK�RQ�HFRQRPLF�JOREDOL]DWLRQ��
VWXGLHV�LQ�PRUH�UHFHQW�\HDUV�KDYH�IRFXVHG�RQ�WKH�SURFHVV�RI�WUDQV��
QDWLRQDO�FODVV�IRUPDWLRQ��.HHV�YDQ�GHU�3LMO
V�H[FHOOHQW�WKHRUHWLFDO�ZRUN�
RQ�LQWHUQDWLRQDO�FODVV�IRUPDWLRQ�VWDQGV�RXW�KHUH���������������������
+H�KDV�DQDO\]HG�WKH�IUDFWLRQDWLRQ�RI�FDSLWDO�DORQJ�IXQFWLRQDO�OLQHV�LQ�
WKH�SRVW�:RUOG�:DU�,,�SHULRG�LQ�DGYDQFHG�FDSLWDOLVW�FRXQWULHV��WKH�
LQWHUQDWLRQDOL]DWLRQ�RI�WKHVH�IUDFWLRQV�DQG�WKHLU�SURMHFWV�DV�D�FRQVH��
TXHQFH�RI�WKH�WUDQVQDWLRQDO�H[SDQVLRQ�RI�FDSLWDO��DQG�WKH�FRQVHTXHQW�
GHYHORSPHQW�RI�DQ�LQWHUQDWLRQDOO\�FODVV�FRQVFLRXVQHVV�ERXUJHRLVLH�
DQG�RI�D��FRPSUHKHQVLYH�FRQFHSW�RI�>ERXUJHRLV�FODVV@�FRQWURO��
DW�WKH�LQWHUQDWLRQDO�OHYHO��)RU�WKHLU�SDUW��'DYLG�%HFNHU�DQG�KLV�FRO��
OHDJXHV��LQ�WKHLU�FRQWURYHUVLDO�WKHVLV�RQ��SRVW�LPSHULDOLVP���REVHUYH�
WKDW�JOREDO�FRUSRUDWLRQV�SURPRWH�WKH�LQWHJUDWLRQ�RI�GLYHUVH�QDWLRQDO�
LQWHUHVWV�RQ�D�QHZ�WUDQVQDWLRQDO�EDVLV��$��FRUSRUDWH�LQWHUQDWLRQDO�
ZLQJ��RI�WKH�PDQDJHULDO�ERXUJHRLVLH�LV�WKH�SULPH�SURPRWHU�RI�WKLV�
SURFHVV�DQG�WKH�QHZ�UXOLQJ�FRDOLWLRQ�LV�FRPSULVHG�RI�D�QDWLRQDO��PDQD��
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JHULDO�ERXUJHRLVLH��RI�SULYDWH�DQG�SXEOLF�LQWHUHVWV�LQ�WKH�ROG�7KLUG�
:RUOG�DQG�D�WUDQVQDWLRQDO��FRUSRUDWH�ERXUJHRLVLH��WLHG�WR�JOREDO�FRU��
SRUDWLRQV��5HODWHGO\��WKH��,WDOLDQ�6FKRRO��LQ�LQWHUQDWLRQDO�UHODWLRQV�KDV�
DWWHPSWHG�WR�WKHRUL]H�D�JOREDO�VRFLDO�IRUPDWLRQ�WKDW�LV�LQFUHDVLQJO\�
RXWVLGH�WKH�ORJLF�RI�WKH�QDWLRQ�VWDWH��VHH�HVS��&R[��������*LOO���������
5REHUW�&R[��������������GLVFXVVHV��DQ�HPHUJHQW�JOREDO�FODVV�VWUXFWXUH���
DQG�6WHSKHQ�*LOO�KDV�LGHQWLILHG�D��GHYHORSLQJ�WUDQVQDWLRQDO�FDSLWDOLVW�
FODVV�IUDFWLRQ���������������)URP�DQ�HQWLUHO\�GLIIHUHQW�YHLQ��/HVOLH�6NODLU
V�
�WKHRU\�RI�WKH�JOREDO�V\VWHP���������LQYROYHV�WKH�LGHD�RI�WKH�WUDQV��
QDWLRQDO�FDSLWDOLVW�FODVV�WKDW�EULQJV�WRJHWKHU�WKH�H[HFXWLYHV�RI�WUDQV��
QDWLRQDO�FRUSRUDWLRQV���JOREDOL]LQJ�EXUHDXFUDWV��SROLWLFLDQV��DQG�SUR��
IHVVLRQDOV���DQG��FRQVXPHULVW�HOLWHV��LQ�WKH�PHGLD�DQG�WKH�FRPPHUFLDO�
VHFWRU���������������$OWKRXJK�KLV�DQDO\VLV�LV�PXGGOHG�E\�D�QXPEHU�RI�
WKHRUHWLFDO�DQG�FRQFHSWXDO�FRQIXVLRQV��LQFOXGLQJ�WKH�FRQIODWLRQ�RI�FODVV�
ZLWK�VWUDWD��DQG�KLV�LQDELOLW\�WR�DGGUHVV�WKH�LVVXH�RI�WKH�VWDWH��6NODLU
V�
ZRUN�JRHV�WKH�IXUWKHVW�LQ�FRQFHLYLQJ�RI�WKH�FDSLWDOLVW�FODVV�DV�QR�ORQJHU�
WLHG�WR�WHUULWRULDOLW\�RU�GULYHQ�E\�QDWLRQDO�FRPSHWLWLRQ��

:KDW�DOO�WKHVH�DFFRXQWV�VKDUH��ZLWK�WKH�H[FHSWLRQ�RI�6NODLU��LV�D�
QDWLRQ�VWDWH�FHQWHUHG�FRQFHSW�RI�FODVV��7KH\�SRVWXODWH�QDWLRQDOERXU��
JHRLVLHV�WKDW�FRQYHUJH�H[WHUQDOO\�ZLWK�RWKHU�QDWLRQDO�FODVVHV�DW�WKH�OHYHO�
RI�WKH�LQWHUQDWLRQDO�V\VWHP�WKURXJK�WKH�LQWHUQDWLRQDOL]DWLRQ�RI�FDSL��
WDO�DQG��FRQFRPLWDQ�WO\��RI�FLYLO�VRFLHW\��:RUOG�UXOLQJ�FODVV�IRUPDWLRQ�
LV�VHHQ�DV�WKH�LQWHUQDWLRQDO�FROOXVLRQ�RI�WKHVH�QDWLRQDO�ERXUJHRLVLHV�
DQG�WKHLU�UHVXOWDQW�LQWHUQDWLRQDO�FRDOLWLRQV��7KH�ROG�YLHZ�RI�LQWHUQD��
WLRQDOL]DWLRQ�DV�QDWLRQDO�EORFV�RI�FDSLWDO�LQ�FRPSHWLWLRQ�LV�PHUHO\�
PRGLILHG�WR�DFFRPPRGDWH�FROOXVLRQ�LQ�WKH�QHZ�JOREDOL]HG�DJH��,Q�
FRQWUDVW��ZH�VXEPLW�WKDW�JOREDOL]DWLRQ�LV�HVWDEOLVKLQJ�WKH�PDWHULDO�
FRQGLWLRQV�IRU�WKH�ULVH�RI�D�ERXUJHRLVLH�ZKRVH�FRRUGLQDWHV�DUH�QR�
ORQJHU�QDWLRQDO��,Q�WKLV�SURFHVV�RI�WUDQVQDWLRQDO�FODVV�IRUPDWLRQ�GRPL��
QDQW�JURXSV�IXVH�LQWR�D�FODVV��RU�FODVV�IUDFWLRQ��ZLWKLQ�WUDQVQDWLRQDO�
VSDFH��7KH�RUJDQLF�FRPSRVLWLRQ��REMHFWLYH�SRVLWLRQ�DQG�VXEMHFWLYH�
FRQVWLWXWLRQ�RI�WKHVH�JURXSV�DUH�QR�ORQJHU�WLHG�WR�QDWLRQ�VWDWHV��

*OREDOL]DWLRQ�FRPSHOV�XV�LQ�WKLV�ZD\�WR�PRGLI\�VRPH�RI�WKH�HV��
VHQWLDO�SUHPLVHV�RI�FODVV�DQDO\VLV��$Q�XQGHUVWDQGLQJ�RI�WKH�FKDQJHV�
ERXQG�XS�ZLWK�JOREDOL]DWLRQ�UHTXLUHV�WKDW�RXU�PHWKRGV�DQG�HSLVWH��
PRORJLFDO�DVVXPSWLRQV�UHYHUW�EDFN�WR�WKRVH�RI�FODVVLFDO�SROLWLFDO�
HFRQRP\��ZKLFK�VHW�RXW�WR�WKHRUL]H�D�VHW�RI�UHODWLRQVKLSV�WKDW�ZHUH�
QRW�VHOI�HYLGHQW�LQ�FRQWHPSRUDU\�SUDFWLFHV�LQ�RUGHU�WR�KLJKOLJKW�ERWK�
VWUXFWXUHV�DQG�KLVWRULF�PRYHPHQW�ODWHQW�LQ�H[LVWLQJ�FRQGLWLRQV��0DU[
V�
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JHQHULF�FRQFHSW�RI�SROLWLFDO�HFRQRP\�ZDV�JHQHUDO�DQG�QRW�LQ�LWV�DE��
VWUDFW�IRUP�FRLQFLGHQWDO�ZLWK�WKH�QDWLRQ�VWDWH��%XW�DV�KLVWRU\�XQIROGHG�
LQ�LWV�FRQFUHWH�IRUP�WKH�GLOHPPD�RI�SROLWLFDO�HFRQRP\�EHFDPH�WKH�
QHHG�WR�H[SODLQ�WKH�SDUDGR[�RI�DQ�HFRQRP\�WKDW�ZDV�FOHDUO\�LQWHUQD��
WLRQDOL]HG�DPLGVW�D�ZRUOG�SROLWLFDO�V\VWHP�WKDW�ZDV�FRPSDUWPHQWDO��
L]HG�LQWR�VHSDUDWH�QDWLRQ�VWDWHV��7KH�VHOI�H[SDQVLRQ�RI�FDSLWDO�ZLWKLQ�
WKH�WHUULWRULDO�ERXQGHGQHVV�RI�WKH�QDWLRQ�VWDWH�DQG�WKH�LQWHUQDWLRQDO�
G\QDPLFV�WKDW�UHVXOWHG�IURP�WKH�V\VWHP�RI�QDWLRQ�VWDWHV�HVWDEOLVKHG�
WKH�SDUDPHWHUV�RI�PXFK�VRFLDO�DQDO\VLV��7KRVH�SDUDPHWHUV�DUH�LQFUHDV��
LQJO\�XQDEOH�WR�FDSWXUH�SKHQRPHQD�ERXQG�XS�ZLWK�JOREDOL]DWLRQ��VXFK�
DV�WKH�WUDQVQDWLRQDOL]DWLRQ�RI�FODVVHV��

)URP�DQ�,QWHUQDWLRQDO�WR�D�7UDQVQDWLRQDO�%RXUJHRLVLH�

0DU[�DQG�(QJHOV�VSRNH�ODVW�FHQWXU\�LQ�WKH�SUHVFLHQW�SDVVDJHV�RI�
7KH�&RPPXQLVW�0DQLIHVWR�RI�WKH�HVVHQWLDO�JOREDO�QDWXUH�RI�WKH�FDSLWDOLVW�
V\VWHP�DQG�RI�WKH�GULYH�RI�WKH�ERXUJHRLVLH�WR�H[SDQG�LWV�WUDQVIRUPD��
WLYH�UHDFK�DURXQG�WKH�ZRUOG��%XW�IRU�0DU[��DQG�IRU�PDQ\�0DU[LVWV�DIWHU�
KLP��WKH�ERXUJHRLVLH��ZKLOH�LW�LV�D�JOREDO�DJHQW��LV�RUJDQLFDOO\�QDWLRQDOHQ�
WKH�VHQVH�WKDW�LWV�GHYHORSPHQW�WDNHV�SODFH�ZLWKLQ�WKH�ERXQGV�RI�VSH��
FLILF�QDWLRQ�VWDWHV�DQG�LV�E\�ILDW�D�QDWLRQ�VWDWH�EDVHG�FODVV��(DUO\���WK�
FHQWXU\�WKHRULHV�RI�LPSHULDOLVP�HVWDEOLVKHG�WKH�0DU[LVW�DQDO\WLFDO�IUDPH��
ZRUN�RI�ULYDO�QDWLRQDO�FDSLWDOV��D�IUDPHZRUN�FDUULHG�E\�VXEVHTXHQW�
SROLWLFDO�HFRQRPLVWV�LQWR�WKH�ODWWHU���WK�FHQWXU\�YLD�WKHRULHV�RI�GHSHQ��
GHQF\�DQG�WKH�ZRUOG�V\VWHP��UDGLFDO�LQWHUQDWLRQDO�UHODWLRQV�WKHRU\��VWXG��
LHV�RI�8��6��LQWHUYHQWLRQ��DQG�VR�RQ��)DU�IURP�VHTXHQFHV�RI�LGHDV��WKHVH�
WKHRULHV�ZHUH�GHYHORSHG�WR�H[SODLQ�DFWXDO�ZRUOG�KLVWRULF�HYHQWV��VXFK�
DV�WKH�WZR�ZRUOG�ZDUV��DQG�WR�RULHQW�SUDFWLFH��VXFK�DV�QDWLRQDO�UHYROX��
WLRQV�LQ�WKH�7KLUG�:RUOG�VHHQ�DV�GLUHFWHG�DJDLQVW�SDUWLFXODU�LPSHULDO��
LVW�FRXQWULHV��7KH�SUREOHP�ZDV�QRW�WKDW�WKHVH�WKHRULHV�VWHSSHG�RXWVLGH�
RI�KLVWRU\��� WR�WKH�FRQWUDU\��WKH\�ZHUH�WKHRUHWLFDO�DEVWUDFWLRQV�IURP�
DFWXDO�KLVWRULFDO�UHDOLW\��5DWKHU��WKH\�IDLOHG�WR�DFNQRZOHGJH�WKH�KLVWRULF�
VSHFLILFLW\�RI�WKH�SKHQRPHQD�WKH\�DGGUHVVHG��WHQGLQJ�WR�H[WUDSRODWH�D�
WUDQVKLVWRULF�FRQFOXVLRQ�UHJDUGLQJ�WKH�G\QDPLFV�RI�ZRUOG�FODVV�IRUPD��
WLRQ�IURP�D�FHUWDLQ�KLVWRULF�SHULRG�LQ�WKH�GHYHORSPHQW�RI�FDSLWDOLVP��

$V�D�UHVXOW��LQ�SDUW��RI�WKLV�WKHRUHWLFDO�DQG�SROLWLFDO�OHJDF\��PXFK�
UHFHQW�UHVHDUFK�LQWR�JOREDOL]DWLRQ��E\�0DU[LVWV�DQG�QRQ�0DU[LVWV�DOLNH��
KDV�DQDO\]HG�WKH�SURFHVV�RI�HFRQRPLF�JOREDOL]DWLRQ�IURP�WKH�SROLWL��
FDO�IUDPHZRUN�RI�WKH�QDWLRQ�VWDWH�V\VWHP�DQG�WKH�DJHQF\�WKHUHLQ�RI�
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QDWLRQDO�FODVVHV�DQG�JURXSV��IRU�D�FULWLTXH�RI�WKLV��QDWLRQ�VWDWH�IUDPH��
ZRUN�RI�DQDO\VLV���VHH�5RELQVRQ���������������7KH�FODVVLFDO�0DU[LVW�
YLHZ�WKDW�VLQFH�FDSLWDOLVP�LV�LQFUHDVLQJO\�LQWHUQDWLRQDO�WKH�FDSLWDOLVW�
FODVV�LV�WKHUHIRUH�DOVR�LQWHUQDWLRQDO�LQ�QDWXUH�QHHGV�WR�EH�XSGDWHG�LQ�
OLJKW�RI�JOREDOL]DWLRQ��,QKHUHQW�LQ�WKH�LQWHUQDWLRQDO�FRQFHSW�LV�D�V\V��
WHP�RI�QDWLRQ�VWDWHV�WKDW�PHGLDWHV�UHODWLRQV�EHWZHHQ�FODVVHV�DQG�
JURXSV��LQFOXGLQJ�WKH�QRWLRQ�RI�QDWLRQDO�FDSLWDOV�DQG�QDWLRQDO�ERXU��
JHRLVLHV��7UDQVQDWLRQDO��E\�FRQWUDVW��GHQRWHV�HFRQRPLF�DQG�UHODWHG�
VRFLDO��SROLWLFDO��DQG�FXOWXUDO�SURFHVVHV��� LQFOXGLQJ�FODVV�IRUPDWLRQ�
�� WKDW�VXSHUVHGH�QDWLRQ�VWDWHV��7KH�JOREDO�HFRQRP\�LV�EULQJLQJ�VKLIWV�
LQ�WKH�SURFHVV�RI�VRFLDO�SURGXFWLRQ�ZRUOGZLGH�DQG�WKHUHIRUH�UHRUJD��
QL]LQJ�ZRUOG�FODVV�VWUXFWXUH��

$�FHQWXU\�DJR�WKH�ULVH�WR�HFRQRPLF�GRPLQDQFH�RI�WKH�MRLQW�VWRFN�
FRPSDQ\�DQG�WKH�QDWLRQDO�FRUSRUDWLRQ�KDG�SURIRXQG�HIIHFWV�RQ�WKH�
FODVV�VWUXFWXUH��:LWK�WKH�FRQVROLGDWLRQ�RI�QDWLRQDO�FRUSRUDWLRQV�DQG�
QDWLRQDO�PDUNHWV�ORFDO�DQG�UHJLRQDO�FDSLWDOLVWV�FU\VWDOOL]HG�LQWR�QD��
WLRQDO�FDSLWDOLVW�FODVVHV��7KHVH�EHFDPH�SRZHUIXO�UXOLQJ�FODVVHV�WKDW�
UHVWUXFWXUHG�VRFLHW\�DQG�XVKHUHG�LQ�D�QHZ�HUD�RI�FRUSRUDWH�FDSLWDO��
LVP��:H�DUH�LQ�WKH�HDUOLHU�VWDJHV�RI�WKH�VDPH�SURFHVV�QRZ�UHSOLFDWHG�
DW�WKH�JOREDO�OHYHO��1DWLRQDO�FDSLWDOV�KDYH�LQFUHDVLQJO\�IXVHG�LQWR�WUDQV��
QDWLRQDO�FDSLWDO��7KH�ULVH�RI�WUDQVQDWLRQDO�FDSLWDO�RXW�RI�IRUPHU�QD��
WLRQDO�FDSLWDOV�LV�KDYLQJ�D�VLPLODU�WUDQVIRUPDWLYH�HIIHFW�RQ�ZKDW�ZHUH�
QDWLRQDO�FDSLWDOLVW�FODVVHV��7KHVH�DUH�GUDZQ�E\�JOREDOL]DWLRQ�LQWR�WUDQV��
QDWLRQDO�FKDLQV�WKDW�UHRULHQW�WKH�GHWHUPLQDQWV�RI�FODVV�IRUPDWLRQ��7KH�
OHDGLQJ�FDSLWDOLVW�VWUDWD�ZRUOGZLGH�DUH�FU\VWDOOL]LQJ�LQWR�D�7&&��

7UDQVQDWLRQDO�FODVV�IRUPDWLRQ�LV�WKHUHIRUH�D�NH\�DVSHFW�RI�WKH�
JOREDOL]DWLRQ�SURFHVV��0RYLQJ�RQH�VWHS�EDFN�LQ�WKH�OHYHO�RI�DEVWUDF��
WLRQ��JOREDOL]DWLRQ�LQYROYHV�DQ��HSRFKDO�VKLIW��LQ�WKH�GHYHORSPHQW�RI�
WKH�ZRUOG�FDSLWDOLVW�V\VWHP��%XUEDFK�DQG�5RELQVRQ���������6SHFLIL��
FDOO\��LW�UHSUHVHQWV�WKH�WUDQVLWLRQ�IURP�WKH�QDWLRQ�VWDWH�SKDVH�WR�D�QHZ�
WUDQVQDWLRQDO�SKDVH�RI�FDSLWDOLVP��,Q�WKH�QDWLRQ�VWDWH�SKDVH��WKH�ZRUOG�
ZDV�OLQNHG�WRJHWKHU�YLD�FRPPRGLW\�DQG�ILQDQFLDO�IORZV�LQ�DQ�LQWHJUDWHG�
LQWHUQDWLRQDO�PDUNHW��,Q�WKH�QHZ�SKDVH��WKH�ZRUOGZLGH�VRFLDO�OLQNDJH�
LV�DQ�LQWHUQDO�RQH�VSULQJLQJ�IURP�WKH�JOREDOL]DWLRQ�RI�WKH�SURGXF��
WLRQ�SURFHVV�LWVHOI�DQG�WKH�VXSUDQDWLRQDO�LQWHJUDWLRQ�RI�QDWLRQDO�SUR��
GXFWLYH�VWUXFWXUHV��DV�GLVFXVVHG�EHORZ���*OREDOL]DWLRQ�WKHUHIRUH�UHGH��

�� )RU�IXUWKHU�GHWDLOHG�GLVFXVVLRQ��VHH�5RELQVRQ������D������E��������������%XUEDFK�DQG�
5RELQVRQ��������+DUULV�����������)RU�VWXGLHV�VSHFLILFDOO\�RQ�WKH�JOREDOL]DWLRQ�RI�SURGXF��
WLRQ��VHH��LQWHU�DOLD��'LFNHQ��������+RZHOOV�DQG�:RRG��������81&7$'��YDULRXV�\HDUV��
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ILQHV�WKH�UHODWLRQ�EHWZHHQ�SURGXFWLRQ�DQG�WHUULWRULDOLW\��EHWZHHQ�
QDWLRQ�VWDWHV��HFRQRPLF�LQVWLWXWLRQV�DQG�VRFLDO�VWUXFWXUHV��2UJDQLF�
FODVV�IRUPDWLRQ�LV�QR�ORQJHU�WLHG�WR�WHUULWRU\�DQG�WR�WKH�SROLWLFDO�MXULV��
GLFWLRQ�RI�QDWLRQ�VWDWHV��

,Q�WKH�QDWLRQ�VWDWH�SKDVH�RI�FDSLWDOLVP��VXERUGLQDWH�FODVVHV�PH��
GLDWHG�WKHLU�UHODWLRQ�WR�FDSLWDO�WKURXJK�WKH�QDWLRQ�VWDWH��&DSLWDOLVW�
FODVVHV�GHYHORSHG�ZLWKLQ�WKH�SURWHFWLYH�FRFRRQ�RI�QDWLRQ�VWDWHV�DQG�
GHYHORSHG�LQWHUHVWV�LQ�RSSRVLWLRQ�WR�ULYDO�QDWLRQDO�FDSLWDOV��7KHVH�
VWDWHV�H[SUHVVHG�WKH�FRDOLWLRQV�RI�FODVVHV�DQG�JURXSV�WKDW�ZHUH�LQFRU��
SRUDWHG�LQWR�WKH�KLVWRULF�EORFV�RI�QDWLRQ�VWDWHV��7KHUH�ZDV�QRWKLQJ�
WUDQVKLVWRULF��RU�SUHGHWHUPLQHG��DERXW�WKLV�SURFHVV�RI�FODVV�IRUPDWLRQ�
ZRUOGZLGH��,W�LV�QRZ�EHLQJ�VXSHUVHGHG�E\�JOREDOL]DWLRQ��7KH�JOREDO�
GHFHQWUDOL]DWLRQ�DQG�IUDJPHQWDWLRQ�RI�WKH�SURGXFWLRQ�SURFHVV�UH��
GHILQHV�WKH�DFFXPXODWLRQ�RI�FDSLWDO��DQG�FODVVHV��LQ�UHODWLRQ�WR�WKH�
QDWLRQ�VWDWH��:KDW�LV�RFFXUULQJ�LV�D�SURFHVV�RI�WUDQVQDWLRQDO�FODVV�IRU��
PDWLRQ��LQ�ZKLFK�WKH�PHGLDWLQJ�HOHPHQW�RI�QDWLRQDO�VWDWHV�KDV�EHHQ�
PRGLILHG��6RFLDO�JURXSV��ERWK�GRPLQDQW�DQG�VXERUGLQDWH��KDYH�EHHQ�
JOREDOL]LQJ�WKURXJK�WKH�VWUXFWXUHV��LQVWLWXWLRQV��DQG�SKHQRPHQRORJ\�
RI�D�QDWLRQ�VWDWH�ZRUOG��WKH�DWDYLVWLF�KLVWRULFDO�LQIUDVWUXFWXUH�XSRQ�
ZKLFK�FDSLWDOLVP�LV�EXLOGLQJ�D�QHZ�WUDQVQDWLRQDO�LQVWLWXWLRQDOLW\��

7KH�QDWLRQ�VWDWH�LV�QR�ORQJHU�WKH�RUJDQL]LQJ�SULQFLSOH�RI�FDSLWDOLVP�
DQG�WKH�LQVWLWXWLRQDO��FRQWDLQHU��RI�FODVV�GHYHORSPHQW�DQG�VRFLDO�OLIH��
$V�QDWLRQDO�SURGXFWLYH�VWUXFWXUHV�QRZ�EHFRPH�WUDQVQDWLRQDOA�LQWH��
JUDWHG��ZRUOG�FODVVHV�ZKRVH�RUJDQLF�GHYHORSPHQW�WRRN�SODFH�WKURXJK�
WKH�QDWLRQ�VWDWH�DUH�H[SHULHQFLQJ�VXSUD�QDWLRQDO�LQWHJUDWLRQ�ZLWK��QD��
WLRQDO��FODVVHV�RI�RWKHU�FRXQWULHV��*OREDO�FODVV�IRUPDWLRQ�KDV�LQYROYHG�
WKH�DFFHOHUDWHG�GLYLVLRQ�RI�WKH�ZRUOG�LQWR�D�JOREDO�ERXUJHRLVLH�DQG�D�
JOREDO�SUROHWDULDW��DQG�KDV�EURXJKW�FKDQJHV�LQ�WKH�UHODWLRQVKLS�EH��
WZHHQ�GRPLQDQW�DQG�VXERUGLQDWH�FODVVHV��ZLWK�FRQVHTXHQW�LPSOLFD��
WLRQV�DV�ZHOO�IRU�ZRUOG�SROLWLFV��7KH�ZRUOG�SROLWLFV�RI�WKH�7&&�LV�QRW�
GULYHQ��DV�WKH\�ZHUH�IRU�QDWLRQDO�FDSLWDOLVW�FODVVHV��E\�WKH�IOX[�RI�VKLIW��
LQJ�ULYDOULHV�DQG�DOOLDQFHV�SOD\HG�RXW�WKURXJK�WKH�LQWHUVWDWH�V\VWHP��
DV�ZH�GLVFXVV�ODWHU�RQ��

7KH�UHDOLW\�RI�FDSLWDO�DV�D�WRWDOLW\�RI�FRPSHWLQJ�LQGLYLGXDO�FDSL��
WDOV�DQG�WKHLU�FRQFUHWH�H[LVWHQFH�DV�D�FODVV�UHODWLRQ�ZLWKLQ�VSHFLILF�
VSDWLDO�FRQILQHV�GHWHUPLQHG�JHRJUDSKLFDOO\�DV�QDWLRQ�VWDWHV�ZRUNHG�
DJDLQVW�D�WUDQVQDWLRQDO��RU�VXSUDQDWLRQDO��XQLI\LQJ�WUHQG�LQ�WKH�GH��
YHORSPHQW�RI�ZRUOG�FDSLWDOLVP��7KH�OLEHUDWLRQ�RI�FDSLWDO�IURP�VXFK�
VSDWLDO�EDUULHUV�EURXJKW�DERXW�E\�QHZ�WHFKQRORJLHV��WKH�ZRUOGZLGH�
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UHRUJDQL]DWLRQ�RI�SURGXFWLRQ��DQG�WKH�OLIWLQJ�RI�QDWLRQ�VWDWH�FRQ��
VWUDLQWV�RQ�WKH�RSHUDWLRQ�RI�WKH�JOREDO�PDUNHW�LPSO\�WKDW�WKH�ORFXV�RI�
FODVV�DQG�JURXS�UHODWLRQV�LQ�WKH�FXUUHQW�SHULRG�LV�QRW�WKH�QDWLRQ�VWDWH��
<HW�PDQ\�0DU[LVWV�DQG�QRQ�0DU[LVWV�DOLNH�DGYDQFH�D�SHFXOLDU�GXDOLVW�
FRQVWUXFW�WKDW�SRVLWV�VHSDUDWH�ORJLFV�IRU�D�JOREDOL]LQJ�HFRQRPLF�V\V��
WHPV�DQG�D�QDWLRQ�VWDWH�EDVHG�SROLWLFDO�V\VWHP��7KH�QDWLRQ�VWDWH�LV�VHHQ�
LQ�WKLV�GXDOLVW�FRQVWUXFW�DV�LPPDQHQW�LQ�FDSLWDOLVW�GHYHORSPHQW��DQG�
WUDQVQDWLRQDO�FODVV�IRUPDWLRQ�WKHUHIRUH�FDQQRW�UHDOO\�EH�FRQFHLYHG�
EH\RQG�WKH�FROOXVLRQ�RI��QDWLRQDO��FODVVHV���

%XW�VXFK�D�GXDOLVW�FRQVWUXFW�IOLHV�LQ�WKH�IDFH�RI�WKH�IXQGDPHQWDO�
WHQHWV�RI�KLVWRULFDO�PDWHULDOLVP��LI�ZH�DUH�WR�PDLQWDLQ�WKDW�PDWHULDO�
FRQGLWLRQV��DQG�LQ�SDUWLFXODU�WKH�SURFHVV�RI�SURGXFWLRQ��DUH�FHQWUDO�
WR�SROLWLFDO�GHYHORSPHQW�DQG�WKDW�FODVVHV�DUH�JURXQGHG�LQ�UHDO�HFR��
QRPLF�SURGXFWLRQ�UHODWLRQV��,I�ZH�DFNQRZOHGJH�WKDW�WKHVH�SURGXF��
WLRQ�UHODWLRQV�DUH�JOREDOL]LQJ�WKHQ�LW�LV�LQFXPEHQW�XSRQ�XV�WR�DGGUHVV�
WKH�LVVXH�RI�WUDQVQDWLRQDO�FODVV�IRUPDWLRQ��/HW�XV�WKHUHIRUH�IRFXV�
EULHIO\�RQ�WKH�PDWWHU�RI�WKH�JOREDOL]DWLRQ�RI�SURGXFWLRQ�EHIRUH�UH��
WXUQLQJ�WR�WKH�7&&��

7KH�*OREDOL]DWLRQ�RI�3URGXFWLRQ�DQG�WKH�&LUFXLW�RI�&DSLWDO�

*OREDO�FDSLWDOLVP�LV�QRW�WKH�PHUH�FROOHFWLRQ�RI��QDWLRQDO�HFRQR��
PLHV���DV�WKH�GRPLQDQW�FRQFHSWLRQ�ZRXOG�VXJJHVW��VHH��LQWHU�DOLD��
:RRG����������0DQ\�FULWLFV�ZKR�DUJXH�WKDW�JOREDOL]DWLRQ�LV�RYHUVWDWHG��
RU�HYHQ�LOOXVRU\��H�J���:RRG��������*RUGRQ��������+LUVW�DQG�7KRPDV��
������:HLVV��������*O\Q�DQG�6XWFOLII���������FODLP�WKDW�WKH�FXUUHQW�
SHULRG�LV�PHUHO\�D�TXDQWLWDWLYH�LQWHQVLILFDWLRQ�RI�KLVWRULFDO�WHQGHQ��
FLHV�DQG�QRW�D�TXDOLWDWLYHO\�QHZ�HSRFK��%XW�WKLV�DUJXPHQW�GRHV�QRW�
GLVWLQJXLVK�EHWZHHQ�WKH�H[WHQVLRQ�RI�WUDGH�DQG�ILQDQFLDO�IORZV�DFURVV�
QDWLRQDO�ERUGHUV��ZKLFK�LQ�RXU�FRQFHSWLRQ�UHSUHVHQWV�LQWHUQDWLRQDO��
L]DWLRQ��DQG�WKH�JOREDOL]DWLRQ�RI�WKH�SURGXFWLRQ�SURFHVV�LWVHOI��ZKLFK�
UHSUHVHQWV�WUDQVQDWLRQDOL]DWLRQ��7KHVH�DFFRXQWV�SRLQW�WR�WKH�KLJK�GH��
JUHH�RI�ZRUOG�WUDGH�LQWHJUDWLRQ�LQ�WKH�SHULRG�SULRU�WR�:RUOG�:DU�,�
�LQGHHG��WKH�ZRUOG�HFRQRP\�ZDV�DW�WKDW�WLPH�DW�OHDVW�DV�LQWHJUDWHG�
HFRQRPLFDOO\�DV�LW�LV�DW�WKH�EHJLQQLQJ�RI�WKH���VW�FHQWXU\���%XW�WKH\�
IDLO�WR�QRWH�ZKDW�LV�TXDOLWDWLYHO\�QHZ��7KH�SUH������LQWHJUDWLRQ�ZDV�

�� $�FOHDU�VWDWHPHQW�RI�WKLV�GXDOLVP��DQG�RI�WKH�QRWLRQ�WKDW�WKH�QDWLRQ�VWDWH�LV�LPPDQHQW�LQ�
FDSLWDOLVP�LWVHOI��LV�:RRG���������ZKR�DUJXHV�WKDW��JOREDO�FDSLWDOLVP�LV�QDWLRQDOO\�RUJD��
QL]HG�DQG�LUUHGXFLEO\�GHSHQGHQW�RQ�QDWLRQDO�VWDWHV��������
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WKURXJK��DUPV�OHQJWK��WUDGH�LQ�JRRGV�DQG�VHUYLFHV�EHWZHHQ�QDWLRQDOO\��
EDVHG�SURGXFWLRQ�V\VWHPV�DQG�WKURXJK�FURVV�ERUGHU�ILQDQFLDO�IORZV�
LQ�WKH�IRUP�RI�SRUWIROLR�FDSLWDO��,Q�WKLV�SHULRG�QDWLRQDO�FDSLWDOLVW�FODVVHV�
RUJDQL]HG�QDWLRQDO�SURGXFWLRQ�FKDLQV�DQG�SURGXFHG�FRPPRGLWLHV�
ZLWKLQ�WKHLU�RZQ�ERUGHUV��DFWXDOO\��ODERU�SURGXFHG�WKRVH�FRPPRGL��
WLHV��ZKLFK�WKH\�WKHQ�WUDGHG�IRU�FRPPRGLWLHV�SURGXFHG�LQ�RWKHU�
FRXQWULHV��7KLV�LV�ZKDW�'LFNHQ�FDOOV��VKDOORZ�LQWHJUDWLRQ�������������
,W�LV�LQ�FRQWUDVW�WR��GHHS�LQWHJUDWLRQ��WDNLQJ�SODFH�XQGHU�JOREDOL]D��
WLRQ��7KLV�LQYROYHV�WKH�WUDQVQDWLRQDOL]DWLRQ�RI�WKH�SURGXFWLRQ�RI�JRRGV�
DQG�VHUYLFHV��

7KH�JOREDOL]DWLRQ�RI�SURGXFWLRQ�KDV�HQWDLOHG�WKH�IUDJPHQWDWLRQ�
DQG�GHFHQWUDOL]DWLRQ�RI�FRPSOH[�SURGXFWLRQ�FKDLQV�DQG�WKH�ZRUOG��
ZLGH�GLVSHUVDO�DQG�IXQFWLRQDO�LQWHJUDWLRQ�RI�WKH�GLIIHUHQW�VHJPHQWV�
LQ�WKHVH�FKDLQV��7KLV�JOREDOL]DWLRQ�RI�SURGXFWLRQ�KDV�EHHQ�LQFUHDV��
LQJO\�UHVHDUFKHG��:KDW�FRQFHUQV�XV�KHUH�LV�LWV�VRFLDO�DQG�SROLWLFDO�
LPSOLFDWLRQV��� LQ�SDUWLFXODU��DV�UHJDUGV�FODVV�IRUPDWLRQ��,W�LV�WKH�JOR��
EDOL]DWLRQ�RI�SURGXFWLRQ�WKDW�SURYLGHV�WKH�EDVLV�IRU�WKH�WUDQVQDWLRQDOL��
]DWLRQ�RI�FODVVHV�DQG�WKH�ULVH�RI�D�7&&��,Q�KLV�LPSRUWDQW�ZRUNV�RQ�WKH�
LQWHUQDWLRQDOL]DWLRQ�RI�FDSLWDO��&KULVWLDQ�3DOORL[�KDV�VXJJHVWHG�D�FOHDU�
KLVWRULF�VHTXHQFH��WKH�FLUFXLW�RI�FRPPRGLW\�FDSLWDO�ZDV�WKH�ILUVW�WR�
EHFRPH�LQWHUQDWLRQDOL]HG�LQ�WKH�IRUP�RI�ZRUOG�WUDGH��WKH�FLUFXLW�RI�
PRQH\�FDSLWDO�ZDV�WKH�VHFRQG��LQ�WKH�IRUP�RI�WKH�IORZ�RI�SRUWIROLR�
LQYHVWPHQW�FDSLWDO�LQWR�RYHUVHDV�YHQWXUHV��WKH�FLUFXLW�RI�SURGXFWLYH�
FDSLWDO�LV�WKH�PRVW�UHFHQW��LQ�WKH�IRUP�RI�WKH�PDVVLYH�JURZWK�RI�71&V�
LQ�WKH�SRVW�:RUOG�:DU�,,�SHULRG��3DOORL[������D������E���

7KLV�WUDQVQDWLRQDOL]DWLRQ�RI�SURGXFWLRQ�KDV�H[SDQGHG�GUDPDWL��
FDOO\�VLQFH�3DOORL[�ZURWH�LQ�WKH�ODWH�����V��LQYROYLQJ�QRW�PHUHO\�WKH�
VSUHDG�RI�71&�DFWLYLWLHV��EXW�WKH�UHVWUXFWXULQJ��IUDJPHQWDWLRQ��DQG�
ZRUOGZLGH�GHFHQWUDOL]DWLRQ�RI�WKH�SURGXFWLRQ�SURFHVV��VHH��LQWHU�DOLD��
'LFNHQ��������+RZHOOV�DQG�:RRG��������%XUEDFK�DQG�5RELQVRQ��������
81&7$'��YDULRXV�\HDUV���/HW�XV�UHFDOO�WKH�FHQWUDOLW\�RI�WKH�FLUFXLW�RI�
FDSLWDO�WR�FODVV�DQDO\VLV��DQG�WKDW�WKLV�FLUFXLW�LV�HPEHGGHG�LQ�VRFLDO��
SROLWLFDO��DQG�FXOWXUDO�SURFHVVHV��,W�LV�DURXQG�WKH�FLUFXLW��SDUWLFXODUO\�
0���&���3���&I���0���LQFOXGLQJ��FUXFLDOO\��3��RU�SURGXFWLRQ��WKDW�FODVV�
IRUPDWLRQ�WDNHV�SODFH��FODVVHV�VWUXJJOH��SROLWLFDO�SURFHVVHV�XQIROG��
VWDWHV�DWWHPSW�WR�FUHDWH�WKH�JHQHUDO�FRQGLWLRQV�IRU�WKH�FLUFXLW
V�UHSUR��
GXFWLRQ��FXOWXUDO�SURFHVVHV�VSULQJ�IRUWK��DQG�VR�RQ��,Q�WKH�HDUOLHU�
SHULRG�RI��VKDOORZ�LQWHJUDWLRQ���WKH�ILUVW�SDUW�RI�WKLV�FLUFXLW��0���&���
3���&I��WRRN�SODFH�LQ�QDWLRQDO�HFRQRPLHV��&RPPRGLWLHV�ZHUH�VROG�RQ�
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WKH�LQWHUQDWLRQDO�PDUNHW��DQG�SURILWV�UHWXUQHG�KRPH��ZKHUH�WKH�F\FOH�
ZDV�UHSHDWHG��8QGHU�JOREDOL]DWLRQ�3�LV�LQFUHDVLQJO\�JOREDOO\�GHFHQ��
WUDOL]HG��DQG�VR�WRR�LV�WKH�HQWLUH�ILUVW�SDUW�RI�WKH�FLUFXLW��0���&���3��
*OREDOO\�SURGXFHG�JRRGV�DQG�VHUYLFHV�DUH�PDUNHWHG�ZRUOGZLGH��3URILWV�
DUH�GLVSHUVHG�ZRUOGZLGH�WKURXJK�WKH�JOREDO�ILQDQFLDO�V\VWHP�WKDW�KDV�
HPHUJHG�VLQFH�WKH�����V��D�V\VWHP�WKDW�LV�TXDOLWDWLYHO\�GLIIHUHQW�IURP�
WKH�LQWHUQDWLRQDO�ILQDQFLDO�IORZV�RI�WKH�HDUOLHU�SHULRG��$V�WKH�HQWLUH�
FLUFXLW�EHFRPHV�WUDQVQDWLRQDOL]HG��VR�WRR�GR�FODVVHV��SROLWLFDO�SUR��
FHVVHV��VWDWHV��DQG�FXOWXUDO�LGHRORJLFDO�SURFHVVHV��:KDW�LV�RI�FRQFHUQ�
LQ�WKH�SUHVHQW�HVVD\�LV�WUDQVQDWLRQDO�FODVV�IRUPDWLRQ�DQG�WKH�ULVH�RI�D�
7&&��7UDQVQDWLRQDOL]DWLRQ�RI�WKH�FDSLWDO�FLUFXLW�LPSOLHV�DV�ZHOO�WKH�
WUDQVQDWLRQDOL]DWLRQ�RI�WKH�DJHQWV�RI�FDSLWDO���$V�QDWLRQDO�FLUFXLWV�RI�
FDSLWDO�EHFRPH�WUDQVQDWLRQDOA�LQWHJUDWHG��WKHVH�QHZ�WUDQVQDWLRQDO�
FLUFXLWV�EHFRPH�WKH�VLWHV�RI�FODVV�IRUPDWLRQ�ZRUOGZLGH��

7KRVH�ZKR�DUJXH�WKDW�JOREDOL]DWLRQ�LV�PHUHO\�D�TXDQWLWDWLYH�GHHS��
HQLQJ�RI�WKH�SURFHVV�RI�LQWHUQDWLRQDOL]DWLRQ�DOVR�SRLQW�WR�WKH�FRQWLQ��
XHG�H[LVWHQFH�RI�QDWLRQ�VWDWH�SKHQRPHQD��VXFK�DV�QDWLRQDO�YDULDWLRQV�
DQG��GLVWLQFWLYHQHVV���FHUWDLQ�SURGXFWLRQ�SURFHVVHV�WKDW�DUH�FOHDUO\�
FRQWDLQHG�ZLWKLQ�WKH�ERXQGV�RI�SDUWLFXODU�QDWLRQ�VWDWHV��QDWLRQDO�
FDSLWDOLVW�JURXSLQJV�DQG�WKHLU�SROLWLFDO�SURWDJRQLVP�DQG�HYHQ�VWDWH�
SUDFWLFHV�LQ�FRXQWULHV�ZKHUH�WKHVH�JURXSV�DUH�DEOH�WR�LQIOXHQFH�WKRVH�
SUDFWLFHV��FRQWLQXHG�LQWHU�VWDWH�ULYDOULHV��WKH�OLQJHULQJ�SKHQRPHQRO��
RJ\�RI�WKH�QDWLRQ�VWDWH��DQG�VR�RQ���VHH��LQWHU�DOLD��:RRG���������$OO�
RI�WKHVH�SKHQRPHQD�DUH�FXUUHQWO\�SUHVHQW��\HW�WKH\�E\�QR�PHDQV�LQ��
YDOLGDWH�WKH�DQDO\VLV�RI�JOREDOL]DWLRQ�DV�D�TXDOLWDWLYHO\�QHZ�HSRFK�LQ�
WKH�GHYHORSPHQW�RI�ZRUOG�FDSLWDOLVP��7KHUH�LV�DEVROXWHO\�QRWKLQJ�LQ�

�� :RUNLQJ�FODVV�IRUPDWLRQ�DOVR�RFFXUV�DURXQG�WKHVH�FLUFXLWV�DQG�D�SURFHVV�RI�JOREDO�ZRUN��
LQJ�FODVV�IRUPDWLRQ�LV�XQGHUZD\�DV�ZHOO��1DWLRQDO�ZRUNLQJ�FODVVHV�DUH�EHFRPLQJ�WUDQV��
QDWLRQDOO\�LQWHJUDWHG�DV�WKH�FDSLWDO�ODERU�UHODWLRQ�VWUXFWXUHG�LQWR�WKH�FLUFXLW�RI�FDSLWDO�
EHFRPHV�D�WUDQVQDWLRQDO�FODVV�UHODWLRQ�HPEHGGHG�LQ�WKH�HPHUJLQJ�JOREDOL]HG�FLUFXLWV�RI�
FDSLWDO��%XW�WKLV�LV�D�PDWWHU�WR�EH�WDNHQ�XS�HOVHZKHUH��

�� ,Q�SDUWLFXODU��D�NH\�GLVMXQFWXUH�LQ�WKH�WUDQVQDWLRQDOL]DWLRQ�SURFHVV�WKDW�KDV�FDXVHG�FRQIX��
VLRQ�LV�WKH�JOREDOL]DWLRQ�RI�SURGXFWLYH�IRUFHV�ZLWKLQ�DQ�LQVWLWXWLRQV�V\VWHP�VWLOO�FHQWHUHG�
DURXQG�WKH�QDWLRQ�VWDWH��2Q�WKH�RQH�KDQG��D�IXOO�FDSLWDOLVW�JOREDO�VRFLHW\�ZRXOG�PHDQ�WKH�
FRPSOHWH�LQWHJUDWLRQ�RI�DOO�QDWLRQDO�PDUNHWV�LQWR�D�VLQJOH�JOREDO�PDUNHW�DQG�GLYLVLRQ�RI�ODERU�
DQG�WKH�GLVDSSHDUDQFH�RI�DOO�QDWLRQDO�DIILOLDWLRQV�RI�FDSLWDO��7KHVH�WHQGHQFLHV�DUH�DOUHDG\�
ZHOO�XQGHU�ZD\�DQG�DV�D�PDWWHU�RI�FRXUVH�QRW�FRQVXPPDWHG��2Q�WKH�RWKHU�KDQG��ZKDW�LV�
ODJJLQJ�EHKLQG�DUH�WKH�SROLWLFDO�DQG�LQVWLWXWLRQDO�FRQFRPLWDQW��WKH�JOREDOL]DWLRQ�RI�WKH�HQWLUH�
VXSHUVWUXFWXUH�RI�OHJDO��SROLWLFDO��DQG�RWKHU�QDWLRQDO�LQVWLWXWLRQV��DQG�WKH�WUDQVQDWLRQDOL]DWLRQ�
RI�VRFLDO�FRQVFLRXVQHVV�DQG�FXOWXUDO�SDWWHUQV��<HW�WKLV�KDV�EHJXQ�WR�RFFXU�DV�ZHOO��)RU�GH��
WDLOHG�GLVFXVVLRQ��VHH�5RELQVRQ������E��������������2Q�D�PRUH�HSLVWHPRORJLFDO�OHYHO�WKH�
SUREOHP�LV�WKDW�PXFK�RI�WKH�GHEDWH�RQ�JOREDOL]DWLRQ�OLPLWV�LWVHOI�WR�WKH�OHYHO�RI�IRUPDO�ORJLF�
ZKHUHDV�DQDO\VLV�RI�WKH�SKHQRPHQRQ�UHTXLUHV�D�GLDOHFWLFDO�DSSURDFK��
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WKH�FRQFHSWLRQ�DQG�PHWKRG�RI�GLDOHFWLFDO�DQDO\VLV�DQG�RI�KLVWRULFDO�
PDWHULDOLVP�WR�VXJJHVW�WKDW�FRQWUDGLFWRU\�SKHQRPHQD�FDQQRW�FRH[LVW��
DV�ZH�GLVFXVV�EHORZ�LQ�WKH�FRQFUHWH�FDVH�RI�QDWLRQDO�DQG�WUDQVQDWLRQDO�
FODVV�IUDFWLRQV�DQG�WKH�FRQWUDGLFWLRQV�DPRQJ�WKHP��:LWKLQ�WKH�WRWDO��
LW\�RI�KLVWRULF�VWUXFWXUHV�WKHUH�DUH�QXPHURXV�SURFHVVHV�WKDW�DUH�LQ�
FRQWUDGLFWLRQ�ZLWK�RQH�DQRWKHU�RU�PRYLQJ�LQ�VHSDUDWH�GLUHFWLRQV�
ZLWKLQ�D�ODUJHU�XQLW\��*OREDOL]DWLRQ�LV�D�SURFHVV��QRW�D�VWDWH�RU�D�FRQGL��
WLRQ��,W�LV�D�FRQFHSWLRQ�RI�KLVWRULF�VWUXFWXUH�LQ�PRWLRQ��DQG�DV�VXFK�
QXPHURXV�IRUPV�PD\�EH�LQYROYHG�LQ�LWV�G\QDPLFV��VXFK�DV�DVFHQGDQW�
WUDQVQDWLRQDO�DQG�GHVFHQGDQW�QDWLRQ�VWDWH�IRUPV�RI�FODVV��RI�SURGXF��
WLYH�VWUXFWXUH��DQG�VR�RQ��:KDW�LV�LPSRUWDQW�IRU�PDWHULDOLVW�DQDO\VLV�LV�
WR�FDSWXUH�WKH�GLUHFWLRQ�RI�KLVWRULF�PRYHPHQW�DQG�WKH�WHQGHQFLHV�
XQGHUZD\��HYHQ�ZKHQ�VXFK�KLVWRULF�SURFHVVHV�DUH�RSHQ�HQGHG��VXE��
MHFW�WR�EHLQJ�SXVKHG�LQ�QHZ�DQG�XQIRUHVHHQ�GLUHFWLRQV��DQG�HYHQ�WR�
UHYHUVDOV��

7KH�7&&�DV�D�&ODVV�LQ�,WVHOI�DQG�D�&ODVV�IRU�,WVHOI�

%\�FODVV��ZH�PHDQ�D�JURXS�RI�SHRSOH�ZKR�VKDUH�D�FRPPRQ�UHOD��
WLRQVKLS�WR�WKH�SURFHVV�RI�VRFLDO�SURGXFWLRQ�DQG�UHSURGXFWLRQ��FRQ��
VWLWXWHG�UHODWLRQDOO\�RQ�WKH�EDVLV�RI�VRFLDO�SRZHU�VWUXJJOHV��7KH�FRQ��
FHSW�FDQ�DSSO\�WR�DQWDJRQLVWLF�SRODU�RSSRVLWHV��VXFK�DV�WKH�ERXUJHRLVLH�
DQG�WKH�SUROHWDULDW��DQG�DOVR�WR�IUDFWLRQDO�LQWHUHVWV�ZLWKLQ�D�VLQJOH�FODVV�
�H�J���LQGXVWULDO�DQG�FRPPHUFLDO�FDSLWDO���$�GLDOHFWLFDO�DQDO\VLV�RI�
WUDQVQDWLRQDO�FODVV�IRUPDWLRQ�PXVW�VWDUW�ZLWK�WKH�SULPDF\�RI�VRFLDO�
UHODWLRQV�RI�SURGXFWLRQ�LQ�WKH�FRQVWLWXWLRQ�RI�DQWDJRQLVWLF�FODVVHV��DQG�
ZLWK�WKH�GHULYDWLRQ�RI�VSHFLILF�FODVVHV�RU�FODVV�IUDFWLRQV��VXFK�DV�D�7&&��
IURP�FODVV�VWUXJJOH�JURXQGHG�LQ�WKHVH�UHODWLRQV��0DU[�DQG�(QJHOV�FOHDUO\�
LGHQWLILHG�FODVV�DV�D�FROOHFWLYH�SRVLWLRQ�YLV�¢�YLV�WKH�PHDQV�RI�SURGXF��
WLRQ�DQG�WKH�SURGXFWLRQ�SURFHVV��%XW�WKH\�DOVR�VXJJHVWHG�WKDW�WKH�H[LV��
WHQFH�RI�D�FODVV�ZDV�FRQGLWLRQDO�XSRQ�LWV�FDSDFLW\�WR�IRUJH�D�FROOHFWLYH�
SROLWLFDO�DQG�RU�FXOWXUDO�SURWDJRQLVP��WKDW�LV��D�VHOI�UHSUHVHQWDWLRQ��DQG�
WKDW�FODVV�IRUPDWLRQ�LQYROYHV�WKH�PXWXDO�FRQVWLWXWLRQ�RI�DQWDJRQLVWLF�
FODVVHV��7KLV�GLDOHFWLFDO�FRQFHSWLRQ�LV�EHVW�FDSWXUHG�LQ�0DU[
V�QRWLRQ�
RI�D�FODVV�LQ�LWVHOI�DQG�D�FODVV�IRU�LWVHOI��DQG�HSLWRPL]HG�LQ�WKH�PRGHUQ�
OLWHUDWXUH�RQ�FODVV��SHUKDSV�DERYH�DOO�LQ�WKH�ZRUNV�RI�(��3��7KRPSVRQ��

7KH�VWXG\�RI�FODVV�IRUPDWLRQ�WKHUHIRUH�LQYROYHV�VWUXFWXUDO�DQG�
DJHQF\�OHYHOV�RI�DQDO\VLV��7KH�ILUVW�LV�FRQFHUQHG�ZLWK�WKH�PDWHULDO�EDVHV�
DQG�WKH�SURGXFWLRQ�UHODWLRQV�WKDW�JLYH�ULVH�WR�DQG�GHILQH�FODVVHV��
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WKH�VHFRQG��ZLWK�LQWHQWLRQDOLW\�DQG�ZLWK�WKH�IRUPV�RI�FRQVFLRXVQHVV�
LQYROYHG�LQ�LQWHUYHQWLRQ�WKDW�VKDSH�VRFLDO�SURFHVVHV�DQG�DV�ZHOO�WKH�
GLUHFWLRQ�RI�GHYHORSPHQW�LQ�PDWHULDO�UHODWLRQV��$W�WKH�OHYHO�RI�VWUXF��
WXUH��WKH�JOREDO�HFRQRP\��VSHFLILFDOO\�WKH�WUDQVQDWLRQDOL]DWLRQ�RI�FDSL��
WDO��SURYLGHV�WKH�PDWHULDO�EDVLV�IRU�D�7&&��7KH�7&&�FDQ�EH�ORFDWHG�LQ�
WKH�JOREDO�FODVV�VWUXFWXUH�E\�LWV�RZQHUVKLS�DQG�RU�FRQWURO�RI�WUDQV��
QDWLRQDO�FDSLWDO��7UDQVQDWLRQDO�FDSLWDO�FRQVWLWXWHV�WKH��FRPPDQGLQJ�
KHLJKWV��RI�WKH�JOREDO�HFRQRP\��WKDW�IUDFWLRQ�RI�FDSLWDO�WKDW�LPSRVHV�
WKH�JHQHUDO�GLUHFWLRQ�DQG�FKDUDFWHU�RQ�SURGXFWLRQ�ZRUOGZLGH�DQG�
FRQGLWLRQV�WKH�VRFLDO��SROLWLFDO��DQG�FXOWXUDO�FKDUDFWHU�RI�FDSLWDOLVW�
VRFLHW\�ZRUOGZLGH��7KH�PHPEHUV�RI�WKH�7&&�DUH�WKH�RZQHUV�RI�WKH�
PDMRU�SURGXFWLYH�UHVRXUFHV�RI�WKH�ZRUOG��RU��DV�0DU[�H[SUHVVHG�LW��
�WKH�RZQHUV�RI�WKH�V\VWHP�RI�SURGXFWLRQ���

:H�DUJXH��WKHQ��WKDW�WKH�7&&�LV�WKH�VHJPHQW�RI�WKH�ZRUOG�ERXU��
JHRLVLH�WKDW�UHSUHVHQWV�WUDQVQDWLRQDO�FDSLWDO��7KH�ROG�LQWHUQDWLRQDO�
DOOLDQFH�RI�QDWLRQDO�ERXUJHRLVLHV�KDV�PXWDWHG�LQWR�D�WUDQVQDWLRQDO�
ERXUJHRLVLH�LQ�WKH�QHZ�HSRFK��DQG�WKLV�WUDQVQDWLRQDO�ERXUJHRLVLH�KDV�
EHFRPH�WKH�KHJHPRQLF�FODVV�IUDFWLRQ�JOREDOO\��+HUH�IUDFWLRQ�GHQRWHV�
VHJPHQWV�ZLWKLQ�FODVVHV�GHWHUPLQHG�E\�WKHLU�UHODWLRQ�WR�VRFLDO�SUR��
GXFWLRQ�DQG�WKH�FODVV�DV�D�ZKROH��7KLV�7&&�LV�FRPSULVHG�RI�WKH�RZQ��
HUV�RI�WUDQVQDWLRQDO�FDSLWDO��WKDW�LV��WKH�JURXS�WKDW�RZQV�WKH�OHDGLQJ�
ZRUOGZLGH�PHDQV�RI�SURGXFWLRQ�DV�HPERGLHG�SULQFLSDOO\�LQ�WKH�WUDQV��
QDWLRQDO�FRUSRUDWLRQV�DQG�SULYDWH�ILQDQFLDO�LQVWLWXWLRQV��:KDW�GLVWLQ��
JXLVKHV�WKH�7&&�IURP�QDWLRQDO�RU�ORFDO�FDSLWDOLVWV�LV�WKDW�LW�LV�LQYROYHG�
LQ�JOREDOL]HG�SURGXFWLRQ�DQG�PDQDJHV�JOREDOL]HG�FLUFXLWV�RI�DFFXPX��
ODWLRQ�WKDW�JLYH�LW�DQ�REMHFWLYH�FODVV�H[LVWHQFH�DQG�LGHQWLW\�VSDWLDOO\�
DQG�SROLWLFDOO\�LQ�WKH�JOREDO�V\VWHP�DERYH�DQ\�ORFDO�WHUULWRULHV�DQG�
SROLWLHV��

$W�WKH�OHYHO�RI�DJHQF\��WKH�7&&�LV�FODVV�FRQVFLRXV��KDV�EHFRPH�
FRQVFLRXV�RI�LWV�WUDQVQDWLRQDOLW\���DQG�KDV�EHHQ�SXUVXLQJ�D�FODVV�SURMHFW�
RI�FDSLWDOLVW�JOREDOL]DWLRQ��DV�UHIOHFWHG�LQ�LWV�JOREDO�GHFLVLRQ�PDNLQJ�
DQG�WKH�ULVH�RI�D�WUDQVQDWLRQDO�VWDWH�DSSDUDWXV�XQGHU�WKH�DXVSLFHV�RI�
WKLV�IUDFWLRQ��7KH�SUROHWDULDW�ZRUOGZLGH�LV�DOVR�LQ�WKH�SURFHVV�RI�WUDQV��
QDWLRQDO�FODVV�IRUPDWLRQ��$�WUDQVQDWLRQDO�ZRUNLQJ�FODVV�LV�LQFUHDVLQJO\�
D�UHDOLW\��D�FODVV�LQ�LWVHOI��%XW�LW�LV�QRW�\HW�IRU�LWVHOI�IRU�UHDVRQV�ERXQG�

�� 7KLV�ZDV�QRWHG�DV�ORQJ�DJR�DV������E\�%DUQHW�DQG�0XHOOHU��������)RU��IURP�WKH�KRUVH
V�
PRXWK��DFFRXQWV�RI�WKH�UHIOH[LYH�WKLQNLQJ�RI�WKLV�WUDQVQDWLRQDO�ERXUJHRLVLH��VHH�:ULVWRQ��
������6RURV��������:ULVWRQ�LV�IRUPHU�&(2�RI�&LWLEDQN�DQG�6RURV�LV�D�JOREDO�FXUUHQF\�
VSHFXODWRU��
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XS�ZLWK�WKH�FRQWLQXHG�H[LVWHQFH�RI�WKH�QDWLRQ�VWDWH�DQG�XQHYHQ�GH��
YHORSPHQW�WKDW�ZH�FDQQRW�H[SORUH�KHUH��7KH�7&&��KRZHYHU��LV�LQFUHDV��
LQJO\�D�FODVV�LQ�LWVHOI�DQG�IRU�LWVHOI��&DSLWDOLVW�JOREDOL]DWLRQ�KDV��LQ�WKH�
PRPHQWDU\�KLVWRULFDO�MXQFWXUH�RI�WKH�ODWH���WK�DQG�HDUO\���VW�FHQWXU\��
LQFUHDVHG�WKH�UHODWLYH�SRZHU�RI�JOREDO�FDSLWDO�RYHU�JOREDO�ODERU�E\�
DFWLQJ�DV�D�FHQWULSHWDO�IRUFH�IRU�WKH�FDSLWDOLVW�FODVV�DQG�DV�D�FHQWULIX��
JDO�IRUFH�IRU�WKH�ZRUNLQJ�FODVV���

*OREDOL]DWLRQ��7UDQVQDWLRQDO�&ODVV�)UDFWLRQDWLRQ��DQG�WKH�7&&��

&ODVV�IUDFWLRQDWLRQ�LV�RFFXUULQJ�DORQJ�D�QHZ�QDWLRQDO�WUDQVQD��
WLRQDO�D[LV��,Q�UHFHQW�\HDUV��LQ�HYHU\�FRXQWU\�RI�WKH�ZRUOG��WUDQVQDWLRQDO��
L]HG�IUDFWLRQV��RU�QXFOHL��RI�ORFDO�GRPLQDQW�JURXSV�KDYH�HPHUJHG��
+HUH�FRQWUDGLFWRU\�ORJLFV�RI�QDWLRQDO�DQG�JOREDO�DFFXPXODWLRQ�DUH�
DW�ZRUN��7KH�LQWHUHVWV�RI�RQH�JURXS�OLHV�LQ�QDWLRQDO�DFFXPXODWLRQ��
LQFOXGLQJ�WKH�ZKROH�VHW�RI�WUDGLWLRQDO�QDWLRQDO�UHJXODWRU\�DQG�SURWHF��
WLRQLVW�PHFKDQLVPV��DQG�WKH�RWKHU�LQ�DQ�H[SDQGLQJ�JOREDO�HFRQRP\�
EDVHG�RQ�ZRUOGZLGH�PDUNHW�OLEHUDOL]DWLRQ��7KH�VWUXJJOH�EHWZHHQ�
GHVFHQGDQW�QDWLRQDO�IUDFWLRQV�RI�GRPLQDQW�JURXSV�DQG�DVFHQGDQW�
WUDQVQDWLRQDO�IUDFWLRQV�KDV�RIWHQ�EHHQ�WKH�EDFNGURS�WR�VXUIDFH�SR��
OLWLFDO�G\QDPLFV�DQG�LGHRORJLFDO�SURFHVVHV�LQ�WKH�ODWH���WK�FHQWXU\��

7KHVH�WZR�IUDFWLRQV�KDYH�EHHQ�Y\LQJ�IRU�FRQWURO�RI�ORFDO�VWDWH�
DSSDUDWXVHV�VLQFH�WKH�����V��7UDQVQDWLRQDO�IUDFWLRQV�RI�ORFDO�HOLWHV�
VZHSW�WR�SRZHU�LQ�FRXQWULHV�DURXQG�WKH�ZRUOG�LQ�WKH�����V�DQG�����V��
7KH\�KDYH�FDSWXUHG�WKH��FRPPDQGLQJ�KHLJKWV��RI�VWDWH�SROLF\PDNLQJ��
NH\�PLQLVWULHV�DQG�EXUHDXFUDFLHV�LQ�WKH�SROLF\PDNLQJ�DSSDUDWXV���
HVSHFLDOO\�&HQWUDO�%DQNV��ILQDQFH�DQG�IRUHLJQ�PLQLVWULHV��� DV�NH\�
JRYHUQPHQW�EUDQFKHV�WKDW�OLQN�FRXQWULHV�WR�WKH�JOREDO�HFRQRP\��7KH\�
KDYH�XVHG�QDWLRQDO�VWDWH�DSSDUDWXVHV�WR�DGYDQFH�JOREDOL]DWLRQ�DQG�WR�
SXUVXH�VZHHSLQJ�HFRQRPLF�UHVWUXFWXULQJ�DQG�WKH�GLVPDQWOLQJ�RI�WKH�
ROG�QDWLRQ�VWDWH�EDVHG�.H\QHVLDQ�ZHOIDUH�DQG�GHYHORSPHQWDOLVW�SURMHFWV��
7KH\�KDYH�VRXJKW�ZRUOGZLGH�PDUNHW�OLEHUDOL]DWLRQ��IROORZLQJ�WKH�

�� 7KH�GLVFXVVLRQ�KHUH�LV�WKHUHIRUH�SDUWLDO��$�KROLVWLF�SUHVHQWDWLRQ�ZRXOG�KDYH�WR�EHJLQ�WKH�
DFFRXQW�RI�FDXVDO�GHWHUPLQDWLRQ�ZLWK�FODVV�VWUXJJOH�DQG�WKH�HYROXWLRQ�RI�VRFLDO�UHODWLRQV�
RI�SURGXFWLRQ�DQG�DOVR�LQFOXGH�WKH�HIIHFWV�RI�JOREDO�FDSLWDOLVW�UHVWUXFWXULQJ�RQ�H[SORLWHG�
FODVVHV�DV�WKH�IOLS�VLGH�WR�WKH�DFFRXQW�RI�WKH�ULVH�RI�D�7&&��

�� 7KH�QRWLRQ�RI�QDWLRQDO�DQG�WUDQVQDWLRQDO�IUDFWLRQV�LV�GHYHORSHG�LQ�WKH�YDULRXV�ZRUNV�RI�
5RELQVRQ��DV�OLVWHG�LQ�WKH�UHIHUHQFH�VHFWLRQ��)RU�WKHLU�SDUW��6NODLU��������������GLVFXVVHV�
�ORFDOL]LQJ��DQG��JOREDOL]LQJ��FDSLWDOLVWV��ZKLOH�*LOO�VXJJHVWV�VLPLODU�WHQVLRQV�EHWZHHQ�
QDWLRQDO�DQG�WUDQVQDWLRQDO�JURXSV�LQ�KLV������VWXG\��
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QHROLEHUDO�PRGHO���DQG�SURMHFWV�RI�HFRQRPLF�LQWHJUDWLRQ�VXFK�DV�WKH�
1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW��1$)7$���WKH�$VLD�3DFLILF�
(FRQRPLF�&RRSHUDWLRQ��$3(&��IRUXP��DQG�WKH�(XURSHDQ�8QLRQ��
7KH\�KDYH�SURPRWHG�D�VXSUD�QDWLRQDO�LQIUDVWUXFWXUH�RI�WKH�JOREDO�
HFRQRP\��VXFK�DV�WKH�:RUOG�7UDGH�2UJDQL]DWLRQ��DV�ZH�GLVFXVV�EHORZ��

2QH�NH\�TXHVWLRQ�ZLWK�UHJDUG�WR�QDWLRQDO��WUDQVQDWLRQDO�IUDFWLRQ��
DWLRQ�LV�WKH�UHODWLRQVKLS�EHWZHHQ�JOREDOL]DWLRQ�DQG�WKH�WUDGLWLRQDO�
IUDFWLRQDWLRQ�RI�FDSLWDO�LQWR�LQGXVWULDO��FRPPHUFLDO��DQG�ILQDQFLDO�
JURXSV��7KH�QDWLRQDO��WUDQVQDWLRQDO�D[LV�LV�D�VHFRQG�GLYLGLQJ�OLQH��
VXSHULPSRVHG�RQ�WUDGLWLRQDO�FDSLWDO�IUDFWLRQDWLRQ��)LQDQFH�FDSLWDO�KDV�
FHUWDLQO\�EHFRPH�KHJHPRQLF��,W�LV�WKH�PRVW�PRELOH�DQG�WKH�PRVW�
GHWHUULWRULDOL]HG��6RPH�����WULOOLRQ�LQ�FXUUHQF\�LV�PRYHG�GDLO\�LQ�
JOREDO�ILQDQFLDO�PDUNHWV��DQG�WKH�GDLO\�WXUQRYHU�DW�WKH�ODUJHVW�VWRFN�
PDUNHWV�KDV�VXUSDVVHG����WULOOLRQ��+DUULV����������������FRPSDUHG�
WR�D�GDLO\�ZRUOG�WUDGH�RI�RQO\�DERXW�����ELOOLRQ��VR�WKDW�UHDO�WUDGH�LV�
RQO\�RQH�SHUFHQW�RI�ILFWLWLRXV�WUDGH���,Q�WKH�����V�DQG�����V�ILQDQFH�
FDSLWDO�FDPH�WR�GHWHUPLQH�FLUFXLWV�RI�JOREDO�DFFXPXODWLRQ��WKDW�LV��
PRQH\�FDSLWDO�EHFDPH�WKH�UHJXODWRU�RI�WKH�LQWHUQDWLRQDO�FLUFXLW�RI�
SURGXFWLRQ�UDWKHU�WKDQ�LQYHVWPHQW�FDSLWDO��7UDQVQDWLRQDO�EDQNV�DQG�
LQYHVWPHQW�ILUPV��DV�ZHOO�DV�&HQWUDO�%DQNV��KROG�YDVW�IRUHLJQ�FXUUHQF\�
UHVHUYHV�DQG�XVH�GLYHUVH�FXUUHQFLHV�IRU�WKHLU�ZRUOGZLGH�WUDQVDFWLRQV��
8QGHU�VXFK�FLUFXPVWDQFHV�LW�ZRXOG�EH�GLIILFXOW�WR�DUJXH�WKDW�ZRUOG�
SROLWLFDO�G\QDPLFV�DUH�VKDSHG�E\�VWUXJJOHV�IRU�GROODU��\HQ��RU�VRPH�
RWKHU�FXUUHQF\
V�KHJHPRQ\��DV�WKH\�ZHUH�LQ��IRU�LQVWDQFH��WKH�SUH������
SHULRG��RU�LQ�HDUOLHU�PRPHQWV�LQ�WKH�SRVW�:RUOG�:DU�,,�SHULRG��7KH�
7&&�DQG�GLIIHUHQW�QDWLRQDO�VWDWHV�KDYH�D�YHVWHG�LQWHUHVW�LQ�D�VWDEOH�
JOREDO�PRQHWDU\�V\VWHP���

:KDW�DFFRXQWV�IRU�WKHVH�GUDPDWLF�GHYHORSPHQWV�LQ�WKH�ZRUOG�IL��
QDQFLDO�V\VWHP��DQG�WKH�DSSDUHQW�GHFRXSOLQJ�RI�ILQDQFLDO�IURP�SUR��
GXFWLYH�FDSLWDO��SKHQRPHQD�ZLWKRXW�SUHFHGHQW��KDV�EHHQ�KRWO\�GH��
EDWHG��&OHDUO\�LW�LV�OLQNHG�WR�WHFKQRORJLFDO�FKDQJH�DQG�WKH�SRVVLELOLWLHV�
RSHQHG�XS�E\�LQIRUPDWLFV��,W�LV�SUREDEO\�DOVR�OLQNHG�WR�F\FOHV�LQ�ZRUOG�
FDSLWDOLVP��LQ�SDUWLFXODU�WKH�.RQGUDWLHII�F\FOHV��LQ�WKDW�WKH�HQG�RI�ORQJ�
VZLQJV��H�J���RI�WKH�SRVW�:RUOG�:DU�,,�ERRP��LV�FKDUDFWHUL]HG�E\�DQ�
DEXQGDQFH�RI�FDSLWDO�VDYLQJV�DQG�DFFXPXODWHG�VXUSOXV�YDOXH�H[SUHVVHG�

�� ,Q�HDUOLHU�SHULRGV�ILQDQFH�FDSLWDO�ZDV�QDWLRQ�VWDWH�EDVHG��ZKHUHDV�LW�LV�QRZ�WUDQVQDWLRQDO��
,Q�3DWQDLN
V�ZRUGV���,QVWHDG�RI�VHYHUDO�FRQWHQGLQJ�EORFV�RI�ILQDQFH�FDSLWDO��ZH�KDYH�RQH�
JLJDQWLF�HQWLW\�RI�ZKLFK�ILQDQFH�FDSLWDOV�RI�VSHFLILF�FRXQWULHV�DUH�VR�PDQ\�FRQVWLWXHQW�HOH��
PHQWV�������������
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LQ�WKH�KHJHPRQ\�RI�PRQH\�FDSLWDO�DQG�ILQDQFLDO�VSHFXODWLRQ��$UULJKL��
�������%XW�IRU�SXUSRVHV�RI�DQDO\VLV�RI�WKH�7&&�ZKDW�LV�LPSRUWDQW�LV�
WKDW�WKH�JOREDOL]DWLRQ�SURFHVV�DIIHFWV�SURGXFWLYH�DQG�FRPPHUFLDO�
FDSLWDO��DQG�WKHUHIRUH�LW�FDQQRW�EH�DUJXHG�WKDW�FODVV�IUDFWLRQDWLRQ�LQ�
WKH�DJH�RI�JOREDOL]DWLRQ�LV�EHWZHHQ�PRELOH�PRQH\�FDSLWDO�RQ�WKH�RQH�
KDQG��DQG��IL[HG��SURGXFWLYH�FDSLWDO�RQ�WKH�RWKHU��ZLWK�FRPPHUFLDO�
FDSLWDO�VRPHZKHUH�LQ�EHWZHHQ�����

,Q�IDFW��WKH�QDWLRQDO��WUDQVQDWLRQDO�D[LV�FXWV�DFURVV�PRQH\��FRP��
PHUFLDO��DQG�SURGXFWLYH�FDSLWDO��VXFK�WKDW�DOO�WKUHH�DUH�VSOLW�LQWHUQDOO\�
DORQJ�WKH�D[LV��VHH��H�J���YDQ�GHU�3LMO�������$OVR�UHOHYDQW��EXW�QRW�SRV��
VLEOH�WR�WDNH�XS�KHUH��LV�+LOIHUGLQJ
V�QRWLRQ�RI�ILQDQFH�FDSLWDO�DV�WKH�
VRFLDOL]DWLRQ�RI�PRQH\��FRPPHUFLDO��DQG�LQGXVWULDO�FDSLWDO�LQWR�DQ�
LQWHUGHSHQGHQW�FRPSOH[��7R�ZKDW�H[WHQW�KDV�WUDQVQDWLRQDO�FDSLWDO�
RUJDQLFDOO\�IUDFWLRQDOL]HG"�2U�LQ�IDFW�GRHV�LW�FRQVWLWXWH�WUDQVQDWLRQDO�
ILQDQFH�FDSLWDO�LQ�+LOIHUGLQJ
V�VHQVH"�:H�ZRXOG�VSHFXODWH��JLYHQ�WKH�
LQWHUORFNLQJ�VWUXFWXUHV�RI�WUDQVQDWLRQDO�FRUSRUDWLRQV�DQG�EDQNV��VHH��
H�J���)HQQHPD��������YDQ�GHU�3LMO��������HVS��FKDSWHU������WKDW�WKH�ODWWHU�
LV�WKH�FDVH�DQG�WKDW�GLIIHUHQFHV�DPRQJ�WUDQVQDWLRQDO�FDSLWDOV�DUH�WKHUH��
IRUH�VWUDWHJLF�DQG�EHWZHHQ�FRQJORPHUDWHV��)LQDOO\��LW�LV�ZRUWK�QRWLQJ�
WKDW�PRVW�WUDQVQDWLRQDO�XQLWV�RI�SURGXFWLRQ�DUH�VLPXOWDQHRXVO\�LQ��
YROYHG�GLUHFWO\�RU�LQGLUHFWO\�LQ�ILQDQFLDO��SURGXFWLYH��DQG�FRPPHUFLDO�
FDSLWDO�RSHUDWLRQV�DQG�LQYHVWPHQW��

7KH�ULVH�RI�D�7&&�WKHUHIRUH�LQYROYHV�PRUH�LQWHJUDWHG�JOREDO�FDSL��
WDOV�DQG�ZH�KDG�EHVW�H[DPLQH�WKH�SKHQRPHQRQ�RI�JOREDO�FODVV�IRU��
PDWLRQ�IURP�DQJOHV�RWKHU�WKDQ�WKH�WUDGLWLRQDO�LVVXHV�LQ�FODVV�DQDO\VLV�
RI�IUDFWLRQV��VXFK�DV�ORFDO�YHUVXV�JOREDO�DFFXPXODWLRQ�FLUFXLWV��RU�QD��
WLRQDO�WHUULWRULDO�YHUVXV�WUDQVQDWLRQDO�GHWHUULWRULDOL]HG�FODVV�LQWHUHVWV��
9DQ�GHU�3LMO�KDV�DUJXHG�WKDW�PRQH\�LQWHUHVWV�KDYH�WHQGHG�WR�PDQL��
IHVW�WKHPVHOYHV�LQ�OLEHUDOLVP�DQG�FRVPRSROLWDQLVP��ZKHUHDV�SURGXF��
WLYH�FDSLWDO�KDV�PDQLIHVWHG�LWVHOI�KLVWRULFDOO\�LQ�SODQQLQJ�ORFDOO\�DQG�
QDWLRQDOO\��DQG�KHQFH�WUDQVQDWLRQDOL]DWLRQ�KDV�EHHQ�OHG�E\�PRQH\�
FDSLWDO���������������7KLV�PLJKW�KDYH�EHHQ�VR�LQ�HDUOLHU�HSRFKV�RI�
FDSLWDOLVP�EXW�FOHDUO\�FHQWUDO�WR�JOREDOL]DWLRQ�KDV�EHHQ�WKH�IUDJPHQ��
WDWLRQ�DQG�JOREDO�GHFHQWUDOL]DWLRQ�DQG�GLVSHUVDO�RI�SURGXFWLRQ��PDGH�
SRVVLEOH�LQ�SDUW�E\�D�QHZ�JHQHUDWLRQ�RI�VFLHQFH�DQG�WHFKQRORJ\�DQG�

�� 2Q�WKH�LQFUHDVLQJ�JOREDOL]DWLRQ�RI�FRPPHUFLDO�FDSLWDO��7KH�(FRQRPLVW�UHSRUWV�WKDW�WKH�JLDQW�
PHJD�UHWDLOHUV��KDYH�FDXJKW�JOREDOL]DWLRQ�IHYHU��DQG�KDYH�EHHQ�LQYROYHG�QRW�MXVW�LQ�WKH�
WUDQVQDWLRQDO�H[SDQVLRQ�E\�LQGLYLGXDO�UHWDLOHUV�EXW�DOVR�LQ�D�ZDYH�RI�FURVV�ERUGHU�PHUJ��
HUV�DQG�DFTXLVLWLRQV��������������
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HQWDLOLQJ�WKH�WHQGHQF\�WRZDUGV�WKH�GLVVROXWLRQ�RI��IL[LW\��LQ�SURGXFWLYH�
FDSLWDO��$V�KDV�EHHQ�DPSO\�GRFXPHQWHG��PDQ\�SUHYLRXVO\�QDWLRQDOO\��
EDVHG�LQGXVWULHV��VXFK�DV�DXWRV��HOHFWURQLFV��WH[WLOHV��DQG�FRPSXWHUV��
DQG�HYHQ��LQ�IDFW��VHUYLFHV��DUH�QRZ�WKRURXJKO\�WUDQVQDWLRQDOL]HG��VHH��
H�J���'LFNHQ��������+RZHOOV�DQG�:RRG��������81&7$'��YDULRXV�\HDUV����
0RUHRYHU��PRQH\�FDSLWDO�PXVW��ODQG��LQ�SURGXFWLRQ��ZKLFK�XQGHU�
JOREDOL]DWLRQ�LV�LQFUHDVLQJO\�LPSHUPDQHQW�DQG�GLVSHUVHG�LQ�PRELOH�
ZRUOGZLGH�SURGXFWLRQ�VLWHV�H[KLELWLQJ�DFFHOHUDWHG�WXUQRYHU�WLPH��DQG�
KHQFH�GHFUHDVHG�IL[LW\����

7KH�)RUPDWLRQ�RI�D�7UDQVQDWLRQDO�6WDWH�$SSDUDWXV���

7KH�7&&�LV�GRPLQDQW�HFRQRPLFDOO\��EXW�LV�LW�DOVR�GRPLQDQW�SR��
OLWLFDOO\�DQG�FXOWXUDOO\"�,Q�ZKDW�VHQVH�DQG�LQ�ZKDW�GHJUHH�FDQ�WKH�7&&�
EH�VKRZQ�WR�EH�D�JOREDO�UXOLQJ�FODVV"�'RHV�WKH�7&&�DFW�FROOHFWLYHO\�DV�
D�FODVV�LQ�WKH�H[HUFLVH�RI�SROLWLFDO�SRZHU"���7KH�HFRQRPLFDOO\�GRPL��
QDQW�FODVV�LV�QRW�QHFHVVDULO\�WKH�UXOLQJ�FODVV��WKDW�LW�LV��RU�LV�QRW��LV�
VRPHWKLQJ�WKDW�PXVW�EH�GHPRQVWUDWHG��+HUH�ZH�SURFHHG�LQ�RUGHU�RI�
GHWHUPLQDWLRQ�IURP�HFRQRPLF�GRPLQDQFH�WR�SROLWLFDO�UXOH��:H�GUDZ�
RXW�RXU�HDUOLHU�SURSRVLWLRQ�WKDW�D�WUDQVQDWLRQDO�FDSLWDOLVW�FODVV�DV�D�
FODVV�IUDFWLRQ�RI�WKH�ZRUOG�ERXUJHRLVLH�KDV�HPHUJHG��DQG�WKDW�WKLV�7&&�
LV�LQ�WKH�SURFHVV�RI�DFKLHYLQJ�LWV�UXOH�RU�EHFRPLQJ�D�JOREDO�UXOLQJ�FODVV��
7KH�7&&�KDV�DUWLFXODWHG�HFRQRPLF�LQWHUHVWV�ZLWK�SROLWLFDO�DLPV�LQ�
SXUVXLQJ�WKH�JOREDOLVW�SURMHFW�RI�DQ�LQWHJUDWHG�JOREDO�HFRQRP\�DQG�
VRFLHW\��ZKDW�HOVHZKHUH�5RELQVRQ�KDV�UHIHUUHG�WR�DV�WKH��WUDQVQDWLRQDO�
HOLWH�DJHQGD��DLPHG�DW�FUHDWLQJ�WKH�FRQGLWLRQV�PRVW�SURSLWLRXV�WR�WKH�
XQIHWWHUHG�IXQFWLRQLQJ�RI�JOREDO�FDSLWDOLVP��5RELQVRQ������D������E��
������������������������

,W�LV�QRW�SRVVLEOH��WKHUHIRUH��WR�SURYLGH�D�FRPSUHKHQVLYH�SLFWXUH�
RI�WKH�7&&�ZLWKRXW�UHIHUHQFH�WR�LWV�REMHFWLYH�GHWHUPLQDQWV�LQ�WKH�
SURGXFWLYH�VWUXFWXUH��� DQG�KHUH�WKH�WUDQVQDWLRQDOL]DWLRQ�RI�WKH�SUR��
GXFWLRQ�SURFHVV�LV�NH\��� DQG�DOVR�ZLWK�UHIHUHQFH�WR�LWV�VXEMHFWLYH�GH��

���7KH�LVVXHV�UDLVHG�LQ�WKLV�VHFWLRQ�DUH�VXPPDUL]HG�IURP�WKH�H[WHQGHG�GLVFXVVLRQ�LQ�5RELQVRQ��
������

����7KHUH�LV�D�ORQJ�GHEDWH�ZKLFK�ZH�FDQQRW�DGGUHVV�KHUH�RQ�WKH�LVVXH�RI��FROOHFWLYH�DFWRUV��
DQG�RQ�ZKHWKHU�FODVVHV�FDQ�EH�FROOHFWLYH�DFWRUV��EXW�VHH��H�J���GLVFXVVLRQ�E\�+LQGHVV���������
2XU�SRVLWLRQ�LV�WKDW�FODVVHV�DUH�FROOHFWLYH�DFWRUV��DQG�WKDW�WKH�7&&��LQ�SDUW�GXH�WR�LWV�SRVL��
WLRQ�DV�DQ��RUJDQL]HG�PLQRULW\��DQG�WR�WKH�UHVRXUFHV�DQG�QHWZRUNV�DW�LWV�GLVSRVDO�IRU�FR��
RUGLQDWLRQ��LV�IDLUO\�FRKHUHQW�DV�D�FROOHFWLYH�DFWRU��0RUHRYHU��DV�ZH�GLVFXVV�EHORZ��WKH�ULVH�
RI�D�WUDQVQDWLRQDO�VWDWH�DSSDUDWXV�KDV�IDFLOLWDWHG�WKH�SURWDJRQLVP�RI�WKH�7&&��
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WHUPLQDWLRQ��� DQG�KHUH�WKH�ULVH�RI�D�WUDQVQDWLRQDO�VWDWH��716��DS��
SDUDWXV�DV�D�FUXFLDO�SROLWLFDO�DQG�LQVWLWXWLRQDO�H[SUHVVLRQ�RI�WKH�7&&�
LV�LPSRUWDQW��,Q�RWKHU�ZRUGV��DQDO\VLV�RI�WKH�SRZHU�RI�WKH�FDSLWDOLVW�
UXOLQJ�FODVV�FDQQRW�EH�VHSDUDWHG�IURP�WKH�LVVXH�RI�WKH�VWDWH�DQG�WKH�
SROLWLFDO�SURFHVV��%XW�ZH�FDQ�SURFHHG�LQ�RUGHU�RI�GHWHUPLQDWLRQ�WR�
DQDO\]H��ILUVW��WKH�HFRQRPLF�PDWHULDO�GHWHUPLQDWLRQ�RI�WKH�7&&�DV�
HPERGLHG�LQ�WUDQVQDWLRQDO�FDSLWDO��DQG�VHFRQG��WKH�H[HUFLVH�RI�LWV�FODVV�
SRZHU�DV�H[SUHVVHG�LQ�716�DSSDUDWXVHV��,Q�RWKHU�ZRUGV��VRFLDO�SRZHU�
DV�GRPLQDWLRQ�LV�HPERGLHG�LQ�ZHDOWK��WKH�PHDQV�RI�SURGXFWLRQ�DQG�
WKH�VRFLDO�SURGXFW��DQG�H[HUFLVHG�WKURXJK�LQVWLWXWLRQV��HVSHFLDOO\�WKH�
VWDWH���

7KH�GLDOHFWLF�RI�VWUXFWXUH�DQG�DJHQF\�KDV�GULYHQ�WKH�SURFHVV�RI�
JOREDOL]DWLRQ��*OREDOL]DWLRQ�LV�DQ�REMHFWLYH�SURFHVV�LQVRIDU�DV�LW�LV�D�
FRQVHTXHQFH��QRW�D�FDXVH��RI�WKH�G\QDPLFV�RI�FDSLWDOLVW�GHYHORSPHQW�
DQG�D�VWDJH�LQ�WKH�FHQWXULHV�ORQJ�H[SDQVLRQ�RI�ZRUOG�FDSLWDOLVP��$QG�
LW�LV�D�VXEMHFWLYH�SURFHVV�LQVRIDU�DV�LW�LV�XQIROGLQJ�DV�WKH�UHVXOW�RI�DJHQF\��
'RPLQDQW�JURXSV��HVSHFLDOO\�WKH�7&&��KDYH�VRXJKW�WUDQVQDWLRQDO��
L]DWLRQ�DV�D�PHDQV�RI�UHVROYLQJ�SUREOHPV�RI�DFFXPXODWLRQ��$QG�WKH�
SROLWLFDO�SURWDJRQLVP�DQG�FODVV�VWUXJJOH�RI�VXERUGLQDWH�FODVVHV�DW�WKH�
OHYHO�RI�WKH�QDWLRQDO�VWDWH�DQG�WKH�FRQVWUDLQWV�LW�SODFHG�RQ�FDSLWDO�DW�
WKDW�OHYHO�LV�ZKDW�ILUVW�GURYH�FDSLWDO�WR�WUDQVQDWLRQDOL]H��:H�VKRXOG�
UHFDOO�WKDW�D�GRPLQDQW�FODVV�H[HUFLVHV�LWV�UXOH�WKURXJK�SROLWLFDO�LQVWL��
WXWLRQV�ZKRVH�KLJKHU�SHUVRQQHO�PXVW�UHSUHVHQW�WKH�FODVV��XQLI\LQJ�VR�
IDU�DV�SRVVLEOH�LWV�DFWLRQV�DQG�UHLQIRUFLQJ�LWV�FRQWURO�RYHU�WKH�SURFHVV�
RI�VRFLDO�UHSURGXFWLRQ��ZKLFK�LQ�WKLV�FDVH�PHDQV�HQVXULQJ�WKH�UHSUR��
GXFWLRQ�RI�JOREDO�FDSLWDOLVW�UHODWLRQV�RI�SURGXFWLRQ�DQG�DW�WKH�VDPH�
WLPH�WKH�UHSURGXFWLRQ��RU�WUDQVIRUPDWLRQ��RI�SROLWLFDO�DQG�FXOWXUDO�
LQVWLWXWLRQV�IDYRUDEOH�WR�LWV�UXOH��

7KH�OHDGLQJ�VWUDWD�DPRQJ�WKH�HPHUJHQW�7&&�EHFDPH�SROLWLFL]HG�
IURP�WKH�����V�LQWR�WKH�����V��7KH�QRWLRQ�RI�D�PDQDJHULDO�HOLWH�DW�
WKH�DSH[�RI�WKH�JOREDO�UXOLQJ�FODVV�ZKLFK�FRQWUROV�WKH�OHYHUV�RI�JOREDO�
SROLF\PDNLQJ�FDSWXUHV�WKH�LGHD�RI�D�SROLWLFDOO\�DFWLYH�ZLQJ�RI�WKH�JOR��
EDO�UXOLQJ�FODVV��$V�SDUW�RI�LWV�SROLWLFDO�SURWDJRQLVP��WKLV�ZLQJ�VHW�DERXW�
WR�FUHDWH�DQG�RU�WUDQVIRUP�D�VHW�RI�HPHUJLQJ�WUDQVQDWLRQDO�LQVWLWX��
WLRQV��7KHVH�LQVWLWXWLRQV�FRQVWLWXWH�DQ�LQFLSLHQW�716�DSSDUDWXV�LQ�
IRUPDWLRQ��7KLV�716�DSSDUDWXV�LV�DQ�HPHUJLQJ�QHWZRUN�WKDW�FRPSULVHV�
WUDQVIRUPHG�DQG�H[WHUQDOO\�LQWHJUDWHG�QDWLRQDO�VWDWHV��WRJHWKHU�ZLWK�WKH�
VXSUDQDWLRQDO�HFRQRPLF�DQG�SROLWLFDO�IRUXPV��LW�KDV�QRW�\HW�DFTXLUHG�
DQ\�FHQWUDOL]HG�LQVWLWXWLRQDO�IRUP��7KH�HFRQRPLF�IRUXPV�LQFOXGH�WKH�

This content downloaded from 212.175.32.139 on Sun, 2 Feb 2014 09:34:57 AM
All use subject to JSTOR Terms and Conditions



��� 6&,(1&(�¢I�62&,(7<�

,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)���WKH�:RUOG�%DQN��WKH�:RUOG�
7UDGH�2UJDQL]DWLRQ��:72���WKH�UHJLRQDO�EDQNV��DQG�VR�RQ��7KH�
SROLWLFDO�IRUXPV�LQFOXGH�WKH�*URXS�RI���DQG�WKH�UHFHQWO\�IRUPHG�
*URXS�RI�����DPRQJ�RWKHUV��DV�ZHOO�DV�WKH�8QLWHG�1DWLRQV�V\VWHP��WKH�
2UJDQL]DWLRQ�RI�(FRQRPLF�&RRSHUDWLRQ�DQG�'HYHORSPHQW��2(&'���
WKH�(XURSHDQ�8QLRQ��WKH�&RQIHUHQFH�RQ�6HFXULW\�DQG�&RRSHUDWLRQ�
LQ�(XURSH��&6&(����DQG�VR�RQ��7KH�7&&�KDV�GLUHFWO\�LQVWUXPHQWDOL]HG�
WKLV�716�DSSDUDWXV��H[HUFLVLQJ�D�IRUP�RI�WUDQVQDWLRQDO�VWDWH�SRZHU�
WKURXJK�WKH�PXOWLOD\HUHG�FRQILJXUDWLRQ�RI�WKH�716��,W�LV�WKURXJK�WKHVH�
JOREDO�LQVWLWXWLRQV�WKDW�WKH�7&&�KDV�EHHQ�DWWHPSWLQJ�WR�IRUJH�D�QHZ�
JOREDO�FDSLWDOLVW�KHJHPRQLF�EORF����

$V�WUDQVQDWLRQDO�FRUSRUDWH�DQG�SROLWLFDO�HOLWHV�HPHUJHG�RQ�WKH�
ZRUOG�VFHQH�LQ�WKH�����V�WKH\�PDGH�H[SOLFLW�FODLPV�WR�EXLOGLQJ�DQG�
PDQDJLQJ�D�JOREDO�HFRQRP\�WKURXJK�UHVWUXFWXUHG�PXOWLODWHUDO�DQG�
QDWLRQDO�LQVWLWXWLRQV��7KH�SROLWLFDO�RUJDQL]DWLRQ�RI�WKH�7&&�LQFOXGHG�
WKH�IRUPDWLRQ�LQ�WKH�PLG�����V�RI�WKH�7ULODWHUDO�&RPPLVVLRQ��ZKLFK�
EURXJKW�WRJHWKHU�WUDQVQDWLRQDOL]HG�IUDFWLRQV�RI�WKH�EXVLQHVV��SROLWL��
FDO��DQG�LQWHOOHFWXDO�HOLWH�LQ�1RUWK�$PHULFD��(XURSH��DQG�-DSDQ��*LOO��
�������2WKHU�PDUNHUV�LQ�LWV�SROLWLFL]DWLRQ�ZHUH��WKH�FUHDWLRQ�RI�WKH�
*URXS�RI���IRUXP�DW�WKH�JRYHUQPHQWDO�OHYHO��ZKLFK�EHJDQ�LQVWLWXWLRQ��
DOL]LQJ�FROOHFWLYH�PDQDJHPHQW�RI�WKH�JOREDO�HFRQRP\�E\�FRUSRUDWH�
DQG�SROLWLFDO�HOLWHV�IURP�FRUH�QDWLRQ�VWDWHV��WKH�H[SDQVLRQ�RI�WKH�DF��
WLYLWLHV�RI�WKH�2(&'��IRUPHG�DV�D�VXSUDQDWLRQDO�LQVWLWXWLRQ�E\�WKH����
ODUJHVW�LQGXVWULDOL]HG�FRXQWULHV�WR�REVHUYH�DQG�FRRUGLQDWH�WKHLU�QD��
WLRQDO�HFRQRPLHV��DQG�WKH�FUHDWLRQ�RI�WKH�:RUOG�(FRQRPLF�)RUXP�
�:()����ZKLFK�EURXJKW�WRJHWKHU�WKH�WRS�UHSUHVHQWDWLYHV�RI�WUDQV��
QDWLRQDO�FRUSRUDWLRQV�DQG�JOREDO�SROLWLFDO�HOLWHV��VHH�EHORZ����6WXGLHV�
RQ�EXLOGLQJ�D�JOREDO�HFRQRP\�DQG�WUDQVQDWLRQDO�PDQDJHPHQW�VWUXF��
WXUHV�IORZHG�RXW�RI�WKLQN�WDQNV��XQLYHUVLW\�FHQWHUV��DQG�SROLF\�SODQ��
QLQJ�LQVWLWXWHV�LQ�FRUH�FRXQWULHV����

7KLV�LQFUHDVLQJO\�RUJDQL]HG�JOREDO�HOLWH�DUWLFXODWHG�D�FRKHUHQW�
SURJUDP�RI�JOREDO�HFRQRPLF�DQG�SROLWLFDO�UHVWUXFWXULQJ�FHQWHUHG�

���,W�LV�QRW�SRVVLEOH�KHUH�WR�UHYLVLW�WKH�WKHRUHWLFDO�GHEDWHV�RQ�WKH�VWDWH�DQG�WKH�UHODWLRQ�EH��
WZHHQ�WKH�VWDWH�DQG�FODVV��RWKHU�WKDQ�WR�QRWH�WKDW�WKH�ULVH�RI�D�7&&�KDV�LQYROYHG�ERWK�VWUXF��
WXUDO�DQG�LQVWUXPHQWDO�GLPHQVLRQV��&ODVV�IRUPDWLRQ�KDV�RQ�WKH�RQH�KDQG�EHHQ�JURXQGHG�
LQ�VWUXFWXUDO�SURFHVVHV�WKDW�KDYH�XQIROGHG��EHKLQG�WKH�EDFNV��RI�WUDQVQDWLRQDO�FDSLWDOLVWV�
DV�DFWRUV��%XW�DW�WKH�VDPH�WLPH�WKH�SURFHVV�KDV�LQYROYHG�DQ�LQVWUXPHQWDOL]DWLRQ�E\�HPHUJ��
LQJ�WUDQVQDWLRQDO�IUDFWLRQV�RI�WKH�ERXUJHRLVLH�RI�H[LVWLQJ�DQG�QHZO\�FUHDWHG�716�DSSDUD��
WXVHV��VHH�5RELQVRQ���������

���)RU�DQ�HDUOLHU�GLVFXVVLRQ�RI�WKH�JDPXW�RI�LQWHUQDWLRQDO�HOLWH�UHSRUWV�ZULWLQJ�RQ�WKH�HYH�RI�
JOREDOL]DWLRQ��VHH�&R[��������)RU�DQ�XSGDWHG�GLVFXVVLRQ��VHH�0XUSK\��������
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DURXQG�PDUNHW�OLEHUDOL]DWLRQ��� WKH�VR�FDOOHG��:DVKLQJWRQ�FRQVHQVXV��
�:LOOLDPVRQ���������RU�WKH�QHROLEHUDO�SURMHFW��VHH�EHORZ���� DQG�VHW�
RXW�WR�FRQYHUW�WKH�ZRUOG�LQWR�D�VLQJOH�XQLILHG�ILHOG�IRU�JOREDO�FDSLWDO��
LVP��,W�SXVKHG�IRU�JUHDWHU�XQLIRUPLW\�DQG�VWDQGDUGL]DWLRQ�LQ�WKH�FRGHV�
DQG�UXOHV�RI�WKH�JOREDO�PDUNHW��D�SURFHVV�VLPLODU�WR�WKH�FRQVWUXFWLRQ�RI�
QDWLRQDO�PDUNHWV�LQ�WKH���WK�FHQWXU\�EXW�QRZ�UHSOLFDWHG�LQ�WKH�QHZ�
JOREDO�VSDFH��7KH�*���LQ������GHVLJQDWHG�WKH�,0)�DQG�WKH�:RUOG�%DQN�
DV�WKH�FHQWUDO�DXWKRULWLHV�IRU�H[HUFLVLQJ�WKH�FROOHFWLYH�SRZHU�RI�WKH�
FDSLWDOLVW�QDWLRQDO�VWDWHV�RYHU�LQWHUQDWLRQDO�ILQDQFLDO�QHJRWLDWLRQV�
�+DUYH\��������������$W�WKH�&DQFXQ�6XPPLW�LQ�0H[LFR�LQ�������WKH�
FRUH�FDSLWDOLVW�VWDWHV��OHG�E\�WKH�8QLWHG�6WDWHV��ODXQFKHG�WKH�HUD�RI�JOR��
EDO�QHROLEHUDOLVP�DV�SDUW�RI�WKLV�SURFHVV�DQG�EHJDQ�LPSRVLQJ�VWUXFWXUDO�
DGMXVWPHQW�SURJUDPV�RQ�WKH�7KLUG�:RUOG�DQG�WKH�WKHQ�6HFRQG�:RUOG��
7UDQVQDWLRQDO�HOLWHV�SURPRWHG�LQWHUQDWLRQDO�HFRQRPLF�LQWHJUDWLRQ�
SURFHVVHV��FUHDWHG�QHZ�VHWV�RI�LQVWLWXWLRQV�DQG�IRUXPV��VXFK�DV�WKH�:72��
WKH�0XOWLODWHUDO�$JUHHPHQW�RQ�,QYHVWPHQW��0$,���DQG�VR�RQ��7KH�LQ��
VWLWXWLRQV�RI�WKLV�716�VXFK�DV�WKH�,0)��WKH�:RUOG�%DQN��DQG�:72�DUH�
QRW�PHUHO\�LQVWUXPHQWV�RI�D�ZRUOG�ERXUJHRLVLH�DJDLQVW�ZRUOG�ODERU��WKH\�
DUH�DOVR�LQVWUXPHQWV�RI�VRPH�IUDFWLRQV�RI�FDSLWDO�DJDLQVW�RWKHUV��7KH\�
DUH�QRW�QHXWUDO�YLV�¢�YLV�WKH�GLIIHUHQW�FDSLWDOLVW�IUDFWLRQV��7KH\�VXSSUHVV�
QDWLRQDO�IUDFWLRQV��RSSRVLQJ�VROXWLRQV�^H�J���SURWHFWLRQLVP��IL[HG�H[��
FKDQJH�UDWHV��HWF���WKDW�ZRXOG�EROVWHU�QDWLRQDO�FDSLWDOV�DQG�SURPRWH�
WKH�LQWHUHVWV�RI�WUDQVQDWLRQDO�IUDFWLRQV��

7KH�716�KDV�EHHQ�RQH�LPSRUWDQW�IRUXP�RI�WUDQVQDWLRQDO�FODVV�
VRFLDOL]DWLRQ��DV�KDYH�ZRUOG�FODVV�XQLYHUVLWLHV��WUDQVQDWLRQDOA�RULHQWHG�
WKLQN�WDQNV��WKH�OHDGLQJ�ERXUJHRLV�IRXQGDWLRQV��VXFK�DV�+DUYDUG
V�
6FKRRO�RI�,QWHUQDWLRQDO�%XVLQHVV��WKH�)RUG�DQG�WKH�&DUQHJLH�)RXQ��
GDWLRQV��SROLF\�SODQQLQJ�JURXSV�VXFK�DV�WKH�&RXQFLO�RQ�)RUHLJQ�5H��
ODWLRQV��DQG�VR�RQ��(OLWH�SODQQLQJ�JURXSV�DUH�LPSRUWDQW�IRUXPV�IRU�
LQWHJUDWLQJ�FODVV�JURXSV��GHYHORSLQJ�QHZ�LQLWLDWLYHV��FROOHFWLYH�VWUDWH��
JLHV��SROLFLHV�DQG�SURMHFWV�RI�FODVV�UXOH��DQG�IRUJLQJ�FRQVHQVXV�DQG�D�
SROLWLFDO�FXOWXUH�DURXQG�WKHVH�SURMHFWV��6LQFH�DW�OHDVW�ODWH�LQ�WKH�ODVW�
FHQWXU\�WKH�FRUSRUDWH�HOLWH�KDV�RSHUDWHG�WKURXJK�SROLWLFDO�RUJDQL]D��
WLRQV��7KHVH�SHDN�EXVLQHVV�DVVRFLDWLRQV�IXQFWLRQ�DV�ERGLHV�WKDW�FRQ��
QHFW�FDSLWDO�ZLWK�RWKHU�VSKHUHV��JRYHUQPHQWV��RUJDQV�RI�FLYLO�VRFLHW\��
FXOWXUDO�IRUXPV��HWF���DW�QXPHURXV�OHYHOV��,Q�WKH�8QLWHG�6WDWHV�WKHVH�
KDYH�LQFOXGHG��IRU�LQVWDQFH��WKH�%XVLQHVV�5RXQGWDEOH��WKH�&KDPEHU�
RI�&RPPHUFH��DQG�WKH�1DWLRQDO�$VVRFLDWLRQ�RI�0DQXIDFWXUHUV��DPRQJ�
RWKHUV��,Q�UHFHQW�\HDUV��WKHUH�KDV�EHHQ�D�YHULWDEOH�SUROLIHUDWLRQ�RI�
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WUDQVQDWLRQDX[�RULHQWHG�FDSLWDOLVW�RUJDQL]DWLRQV�DQG�SODQQLQJ�JURXSV�
EH\RQG�VXFK�EHWWHU�NQRZQ�RQHV�DV�WKH�7ULODWHUDO�&RPPLVVLRQ��)RU�
LQVWDQFH��WKH�,QVWLWXWH�RI�,QWHUQDWLRQDO�)LQDQFH��,,)��ZDV�FUHDWHG�LQ�
�����E\�UHSUHVHQWDWLYHV�IURP�WUDQVQDWLRQDO�EDQNV�DQG�LQYHVWPHQW�
ILUPV�DQG�KDV�����PHPEHUV�LQ����FRXQWULHV�DURXQG�WKH�ZRUOG��7KH�
,,)�DFWV�DV�D�SROLF\�FHQWHU��OREE\LVW��UHVHDUFKHU�DQG�FRQVXOWDQW�IRU�LWV�
PHPEHUVKLS��D�YLUWXDO�SROLWLFDO�FHQWHU�IRU�WUDQVQDWLRQDO�ILQDQFH��

%XW�LW�LV�WKH�:RUOG�(FRQRPLF�)RUXP��:()��WKDW�VWDQGV�RXW�DV�
WKH�PRVW�FRPSUHKHQVLYH�WUDQVQDWLRQDO�SODQQLQJ�ERG\�RI�WKH�7&&�
DQG�WKH�TXLQWHVVHQWLDO�H[DPSOH�RI�D�WUXO\�JOREDO�QHWZRUN�ELQGLQJ�
WRJHWKHU�WKH�7&&�LQ�D�WUDQVQDWLRQDO�FLYLO�VRFLHW\��$V�YDQ�GHU�3LMO�QRWHV��
WKH�:()
�V�FRPSRQHQW�ERGLHV�DUH�DOO�DFNQRZOHGJHG�FODVV�RUJDQL]D��
WLRQV��LQ�WKH�VHQVH�RI�EHLQJ�VXEMHFW�WR��VWULFW�FRQGLWLRQV�RI�DGPLVVLRQ�
LQ�RUGHU�WR�SUHVHUYH�WKHLU�SHHU�FKDUDFWHU���������������7KHVH�GLIIHU��
HQW�FRPSRQHQW�ERGLHV�LQFOXGH��WKH�&(2V�RI�WKH�WRS�������71&V��WKLV�
FRPSRQHQW�ERG\�LV�NQRZQ�DV��)RXQGDWLRQ�0HPEHUV��DQG�LV�WKH�FRUH�
RI�WKH�:()���UHSUHVHQWDWLYHV�IURP�����RI�WKH�PRVW�LQIOXHQWLDO�PHGLD�
JURXSV�ZRUOGZLGH���:RUOG�0HGLD�/HDGHUV����NH\�SROLF\PDNHUV�IURP�
QDWLRQDO�JRYHUQPHQWV�DURXQG�WKH�ZRUOG�DQG�IURP�LQWHUQDWLRQDO�RU��
JDQL]DWLRQV���:RUOG�(FRQRPLF�/HDGHUV����VHOHFW�DFDGHPLFV�DQG�H[��
SHUWV�IURP�SROLWLFDO��HFRQRPLF��VFLHQWLILF��VRFLDO�DQG�WHFKQRORJLFDO�
ILHOGV���)RUXP�)HOORZV�����DQG�VR�RQ���$�ERG\�RI�WKLV�VFRSH�FOHDUO\�KDV�
QRW�H[LVWHG�HYHU�EHIRUH���REVHUYHV�YDQ�GHU�3LMO���,W�LV�D�WUXH�,QWHUQD��
WLRQDO�RI�FDSLWDO������������������

*OREDO�PHGLD�KDYH�DOVR�EHHQ�D�FUXFLDO�HOHPHQW�LQ�WKH�VRFLDOL]D��
WLRQ�RI�WKH�7&&�DQG�LQ�WKH�GHYHORSPHQW�RI�LWV�KHJHPRQLF�SURMHFW��
7KH�RZQHUVKLS�DQG�PHUJHU�RI�PHGLD�ZRUOGZLGH�LV�D�PDMRU�DUHD�RI�
WUDQVQDWLRQDOL]DWLRQ��%H\RQG�WKH�HFRQRPLF�LPSOLFDWLRQV�RI�WKH�WUDQV��
QDWLRQDO�FRUSRUDWH�PHGLD�DQG�WKHLU�WLJKW�FRQWURO�RYHU�WKH�ZRUOGZLGH�

���,Q�WXUQ��WKH�:()�KDV�HVWDEOLVKHG��SDUWQHU�LQVWLWXWHV��WKURXJKRXW�WKH�ZRUOG��7KHVH�LQFOXGH��
E\�ZD\�RI�H[DPSOH��DFDGHPLF�GHSDUWPHQWV��ZKHWKHU�KRXVHG�ZLWKLQ�D�SULYDWH�LQVWLWXWH�RU�
D�JRYHUQPHQW�DJHQF\���VXFK�DV�-RUGDQ
V�,QVWLWXWH�RI�3XEOLF�$GPLQLVWUDWLRQ��JRYHUQPHQW�
DJHQFLHV��VXFK�DV�WKH�&RORPELDQ�1DWLRQDO�3ODQQLQJ�'HSDUWPHQW��DQG�EXVLQHVV�DVVRFLD��
WLRQV���RIWHQ�WKH�SHDN�DVVRFLDWLRQ�RI�ODUJH�SULYDWH�FRUSRUDWLRQV���VXFK�DV�,FHODQG
V�&RQ��
IHGHUDWLRQ�RI�(PSOR\HUV�DQG�1HZ�=HDODQG
V�(PSOR\HUV�)HGHUDWLRQ��0XUSK\���������+HUH�
ZH�JHW�D�UHPDUNDEOH�JOLPSVH�RI�WKH�7&&�DV�D�JOREDO�UXOLQJ�FODVV�LQ�WKH�SURFHVV�RI�HVWDE��
OLVKLQJ�LWV�DXWKRULW\�ZLWKLQ�D�WUDQVQDWLRQDO�H[WHQGHG�VWDWH��LQ�WKH�*UDPVFLDQ�VHQVH��FRPSULVHG�
RI�SROLWLFDO�VRFLHW\��WKH�VWDWH�SURSHU��SOXV�FLYLO�VRFLHW\��5HFDOO�WKDW�D�KHJHPRQLF�SURMHFW�LV�
FRQVWUXFWHG��LQ�*UDPVFL
V�YLHZ��IURP�ZLWKLQ�WKLV�H[WHQGHG�VWDWH��$OVR�UHOHYDQW�LV�*UDPVFL
V�
QRWLRQ�RI�WKH�UROH�RI�SODQQLQJ�JURXSV�DQG�WKLQN�WDQNV�DV��FROOHFWLYH�LQWHOOHFWXDOV��RI��IRU�
WKH�UXOLQJ�FODVV��
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IORZ�RI�LQIRUPDWLRQ�DQG�RI�LPDJHV�DUH�LVVXHV�RI�FXOWXUDO�GRPLQDWLRQ��
7KH�JOREDO�FRUSRUDWH�PHGLD�SOD\�DQ�HVVHQWLDO�UROH�LQ�SURGXFLQJ�WKH�
LGHRORJLFDO�DQG�FXOWXUDO�EDVHV�IRU�D�KHJHPRQLF�EORF�WKDW�EULQJV�WR��
JHWKHU�WKH�7&&�ZLWK�RWKHU�FODVVHV��JURXSV��DQG�VWUDWD��7KLV�WUDQV��
QDWLRQDO�VRFLDOL]DWLRQ�RI�WKH�7&&�LV�FUXFLDO�WR�WKH�H[WHQW�WKDW�FODVV�
IRUPDWLRQ�LV�DV�PXFK�D�VXEMHFWLYH�DV�DQ�REMHFWLYH�SURFHVV��DQG�LV�FRP��
SOHPHQWHG�E\�WKH�FUHDWLRQ�RI�WUDQVQDWLRQDO��HSLVWHPLF�FRPPXQLWLHV��
RI�RUJDQLF�LQWHOOHFWXDOV��6RFLDO�VFLHQWLVWV�KDYH�ORQJ�QRWHG�WKH�UROH�RI�
FXOWXUDO��HGXFDWLRQDO�DQG�RWKHU�PHFKDQLVPV�WKDW�JHQHUDWH�WKH�FRKH��
VLRQ�QHFHVVDU\�IRU�D�FODVV�WR�ELQG�WRJHWKHU�DQG�WR�UHSURGXFH�LWVHOI��H�J���
WKH�ZRUNV�RI�'RPKRII��8VHHP��'\H��DQG�0LOOV���7KH�SURFHVV�RI�WUDQV��
QDWLRQDO�VRFLDOL]DWLRQ��LQFOXGLQJ�DQ�HPHUJHQW�716�DV�DQ�RUJDQLF�UHS��
UHVHQWDWLRQ�RI�WKH�7&&��WUDQVQDWLRQDO�FDSLWDOLVW�IRUXPV��WKH�UROH�RI�
WKH�PHGLD��DQG�VR�RQ��QHHGV�WR�EH�VWXGLHG�IXUWKHU��

'HVSLWH�LWV�RUJDQL]DWLRQ�DQG�FRKHUHQFH��WKH�WUDQVQDWLRQDO�ERXU��
JHRLVLH�LV�QRW�D�XQLILHG�JURXS���7KH�VDPH�FRQGLWLRQV��WKH�VDPH�FRQWUD��
GLFWLRQ��WKH�VDPH�LQWHUHVWV�QHFHVVDULO\�FDOOHG�IRUWK�RQ�WKH�ZKROH�VLPL��
ODU�FXVWRPV�HYHU\ZKHUH���QRWHG�0DU[�DQG�(QJHOV�LQ�GLVFXVVLQJ�WKH�
IRUPDWLRQ�RI�QHZ�FODVV�JURXSV���%XW�VHSDUDWH�LQGLYLGXDOV�IRUP�D�FODVV�
RQO\�LQVRIDU�DV�WKH\�KDYH�WR�FDUU\�RQ�D�FRPPRQ�EDWWOH�DJDLQVW�DQRWKHU�
FODVV��RWKHUZLVH�WKH\�DUH�RQ�KRVWLOH�WHUPV�ZLWK�HDFK�RWKHU�DV�FRPSHWL��
WRUV���0DU[�DQG�(QJHOV��������������)LHUFH�FRPSHWLWLRQ�DPRQJ�ROLJRSR��
OLVW�FOXVWHUV��FRQIOLFWLQJ�SUHVVXUHV��DQG�GLIIHUHQFHV�RYHU�WKH�WDFWLFV�DQG�
VWUDWHJ\�RI�PDLQWDLQLQJ�FODVV�GRPLQDWLRQ�DQG�DGGUHVVLQJ�WKH�FULVHV�DQG�
FRQWUDGLFWLRQV�RI�JOREDO�FDSLWDOLVP�PDNH�DQ\�UHDO�LQWHUQDO�XQLW\�LQ�WKH�
JOREDO�UXOLQJ�FODVV�LPSRVVLEOH��:H�UHWXUQ�WR�WKLV�LVVXH�EHORZ��

���620(�(03,5,&$/�,1',&$7256�2)�
75$161$7,21$/�&$3,7$/,67�&/$66�)250$7,21�

$UH�FDSLWDOLVWV�WUDQVQDWLRQDO�RQO\�LQ�WKH�VHQVH�WKDW�WKH\�VSDQ�WKH�JOREH�
ZLWK�WKHLU�HFRQRPLF�SRZHU��RU�DUH�WKH\�WUDQVQDWLRQDO�LQ�WKH�VHQVH�WKDW�
WKH\�DUH�EHJLQQLQJ�WR�PHUJH�DV�D�JOREDO�ERXUJHRLVLH�WKURXJK�FRUSR��
UDWH�PHUJHUV��EDQNLQJ�LQWHUHVWV��DQG�VR�RQ"�:H�VXJJHVW�WKDW�WKH�IRUPHU�
VLWXDWLRQ�LV�DQ�LQGLFDWRU�RI�DQ�LQWHUQDWLRQDO�ERXUJHRLVLH�ZKLOH�WKH�
ODWWHU�DUH�LQGLFDWRUV�RI�D�WUDQVQDWLRQDO�ERXUJHRLVLH��,QWHUQDWLRQDOL]D��
WLRQ�RFFXUV�ZKHQ�QDWLRQDO�FDSLWDOV�H[SDQG�WKHLU�UHDFK�EH\RQG�WKHLU�
RZQ�QDWLRQDO�ERUGHUV��7UDQVQDWLRQDOL]DWLRQ�LV�ZKHQ�QDWLRQDO�FDSLWDOV�
IXVH�ZLWK�RWKHU�LQWHUQDWLRQDOL]LQJ�QDWLRQDO�FDSLWDOV�LQ�D�SURFHVV�WKDW�
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GLVHPEHGV�WKHP�IURP�WKHLU�QDWLRQV�DQG�ORFDWHV�WKHP�LQ�QHZ�VXSUD��
QDWLRQDO�VSDFH�RSHQLQJ�XS�XQGHU�WKH�JOREDO�HFRQRP\��

7KH�ERXQGDULHV�RI�WKH�7&&�DUH�LQGHWHUPLQDWH��$W�ZKDW�SRLQW�
QDWLRQDO�FODVVHV�EHFRPH�WUDQVIRUPHG�LQWR�WUDQVQDWLRQDO�FODVVHV�LV�RSHQ�
WR�GHEDWH��� GHVSLWH�WKH�IDFW�WKDW�ZH�FDQ�FRQFHSWXDOO\�GLVWLQJXLVK�VXFK�
FODVVHV��� DQG�GHSHQGV�XSRQ�WKH�GHYLFHV�ZH�FRQVWUXFW�WR�GHILQH�WKH�
PDWHULDO�EDVHV�RI�WUDQVQDWLRQDO�FODVVHV��(PSLULFDO�HYLGHQFH�RQ�WKH�ULVH�
RI�WKH�7&&�LQFOXGHV�WKH�VSUHDG�RI�WUDQVQDWLRQDO�FRUSRUDWLRQV��71&V���
WKH�H[SDQVLRQ�RI�GLUHFW�IRUHLJQ�LQYHVWPHQW��FURVV�QDWLRQDO�PHUJHUV��
VWUDWHJLF�DOOLDQFHV��WKH�LQWHUS«Q«WUDWLRQ�RI�FDSLWDO��DQG�LQWHUORFNLQJ�
GLUHFWRUDWHV�WKDW�DUH�WUDQVQDWLRQDO��$V�ZHOO�DUH�WKH�SKHQRPHQD�RI�
ZRUOGZLGH�VXEFRQWUDFWLQJ�DQG�RXWVRXUFLQJ��WKH�H[WHQVLRQ�RI�IUHH�
HQWHUSULVH�]RQHV��DQG�D�QXPEHU�RI�RWKHU�QHZ�HFRQRPLF�IRUPV�DVVR��
FLDWHG�ZLWK�WKH�JOREDO�HFRQRP\��6XFK�QHZ�IRUPV�RI�RUJDQL]LQJ�JOR��
EDOL]HG�SURGXFWLRQ�DUH�LPSRUWDQW�EHFDXVH�WKH\�FRQWULEXWH�WR�WKH�
GHYHORSPHQW�RI�ZRUOGZLGH�QHWZRUNV�WKDW�OLQN�ORFDO�FDSLWDOLVWV�WR�RQH�
DQRWKHU��DQG�JHQHUDWH�DQ�LGHQWLW\�RI�REMHFWLYH�LQWHUHVWV�DQG�RI�VXE��
MHFWLYH�RXWORRN�DPRQJ�WKHVH�FDSLWDOLVWV�DURXQG�D�SURFHVV�RI�JOREDO��DV�
RSSRVHG�WR�ORFDO��DFFXPXODWLRQ��7KH\�WKHUHIRUH�IXQFWLRQ�DV�LQWHJUD��
WLYH�PHFKDQLVPV�LQ�WKH�IRUPDWLRQ�RI�WKH�7&&�DQG�DFW�WR�VKLIW�WKH�ORFXV�
RI�FODVV�IRUPDWLRQ�IURP�QDWLRQDO�WR�HPHUJHQW�WUDQVQDWLRQDO�VSDFH��
+HUH�ZH�SURYLGH�D�FXUVRU\�JODQFH�DW�VRPH�RI�WKHVH�LQGLFDWRUV��7KH�
REMHFWLYH�LV�WR�SURYLGH�VRPH�HPSLULFDO�UHIHUHQFH�SRLQWV�IRU�RXU�WKHR��
UHWLFDO�H[SRVLWLRQ��LQ�FRQMXQFWLRQ�ZLWK�WKH�FRQMXQFWXUDO�DQDO\VLV�LQ�
WKH�QH[W�VHFWLRQ��DQG�WR�SRLQW�WKH�ZD\�IRU�IXWXUH�UHVHDUFK�RQ�WKH�7&&��
ZKLFK�UHTXLUHV�D�V\VWHPDWLF�VWXG\�RI�VXFK�GDWD�QRW�SRVVLEOH�KHUH��

$�NH\�LQGLFDWRU�RI�WKH�ULVH�RI�WKH�7&&�DQG�LWV�DJHQWV�LV�WKH�VSUHDG�
RI�71&V��71&V�HPERG\�WKH�WUDQVQDWLRQDOL]HG�FLUFXLWV�RI�FDSLWDO�DQG�
RUJDQL]H�WKRVH�FLUFXLWV��,Q�������DFFRUGLQJ�WR�WKH�81&7$'��������
����WKHUH�ZHUH�VRPH��������FRPSDQLHV�ZLWK�KHDGTXDUWHUV�LQ�PRUH�
WKDQ�WKUHH�FRXQWULHV�DQG�VRPH�WZR�WKLUGV�RI�ZRUOG�WUDGH�ZDV�FDUULHG�
RXW�E\�71&V��6LPLODUO\��WKH�VKDUH�RI�ZRUOG�*'3�FRQWUROOHG�E\�71&V�
JUHZ�IURP�����LQ�WKH�PLG�����V�WR�����LQ������DQG�DOPRVW�����LQ�
������LELG������3HUKDSV�WKH�VLQJOH�PRVW�FRPSUHKHQVLYH�LQGLFDWRU�RI�

���&RPSLOLQJ�GDWD�IURP�81&7$'
V�DQQXDO�:RUOG�,QYHVWPHQW�UHSRUWV��'LFNHQ�FRQVWUXFWHG�DQ�
�LQGH[�RI�WUDQVQDWLRQDOLW\��ZKLFK�UDQNHG�WKH�ZRUOG
V�����ODUJHVW�71&V�DFFRUGLQJ�WR�WKH�
UDWLR�RI�WKHLU�IRUHLJQ�DVVHWV��VDOHV��DQG�HPSOR\PHQW�WR�WRWDO�DVVHWV��VDOHV��DQG�HPSOR\PHQW��
+H�IRXQG�WKDW����RI�WKHVH�����FRPSDQLHV�KDG�DQ�LQGH[�RI�RYHU��������VFRUHG�RYHU������
ZKLOH�RQO\�VHYHQ�VFRUHG�XQGHU�����
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71&�DFWLYLW\�DQG�WKH�JURZWK�RI�WUDQVQDWLRQDO�SURGXFWLRQ�LV�WKH�JOREDO�
VWRFN�RI�IRUHLJQ�GLUHFW�LQYHVWPHQW��)',��VHH�7DEOH�����ZKLFK�ZDV�YDO��
XHG�DW�RYHU����WULOOLRQ��ZLWK�LWV�UDWH�RI�JURZWK�RYHU�WKH�SUHYLRXV�GHFDGH�
PRUH�WKDQ�GRXEOH�WKDW�RI�JURVV�IL[HG�FDSLWDO�IRUPDWLRQ�WKURXJKRXW�WKH�
ZRUOG��,Q������LW�LV�HVWLPDWHG�WKDW�WKH�ZRUOGZLGH�DVVHWV�RI�FRUSRUDWH�
IRUHLJQ�DIILOLDWHV�ZDV������WULOOLRQ��/RFDO�ILUPV�EHFRPH�LQFRUSRUDWHG�LQWR�
WKH�WUDQVQDWLRQDO�FRUSRUDWH�VWUXFWXUH�WKURXJK�DQ�DUUD\�RI�PHFKDQLVPV�
LQYROYHG�LQ�)',�DQG�71&�DFWLYLW\��UDQJLQJ�IURP�PHUJHUV��FRQWUDFWLQJ�
DQG�RXWVRXUFLQJ�DUUDQJHPHQWV��ORFDO�PDUNHWLQJ�GHDOV��WDNH�RYHUV��DQG�
VR�RQ��$QG�DV�RI�������VRPH���������DIILOLDWHV�RI�WUDQVQDWLRQDO�FRUSR��
UDWLRQV�SURGXFHG�JRRGV�DQG�VHUYLFHV�HVWLPDWHG�DW����WULOOLRQ��81&7$'��
������[Y�[YL�����

8QWLO�WKH�����V��PRVW�PHUJHU�DQG�DFTXLVLWLRQ�DFWLYLW\�RFFXUUHG�
ZLWKLQ�QDWLRQDO�ERXQGDULHV��EXW�ZLWKLQ�WKH�ODVW�WZR�GHFDGHV�FURVV�ERUGHU�
DFTXLVLWLRQV�DQG�PHUJHUV�KDYH�EHFRPH�RQH�RI�WKH�PRVW�LPSRUWDQW�ZD\V�
IRU�ILUPV�WR�H[SDQG�WKHLU�DFWLYLWLHV�WUDQVQDWLRQDOA��'LFNHQ�������������

7$%/(���
*/2%$/�)',�287)/2:6������������

,Q�%LOOLRQV�RI�'ROODUV�DQG�3HUFHQWDJH�*URZWK�5DWH�
�$YHUDJH�DQQXDO�DPRXQW�DQG�JURZWK�UDWHV�
IRU�EDWFK�\HDUV�����������DQG������������

<HDU� $PRXQW� ��*URZWK�

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

6285&(��$V�UHSRUWHG�E\��81&7$'�:RUOG�,QYHVW��
PHQW�5HSRUWV�����������81&7$'����������������ILJ��
XUH�IURP�81&7$'� �����UHSRUW�����������ILJXUHV�
IURP�81&7$'������UHSRUW��DV�UHSRUWHG�LQ�7KH(FRQR��
PLVW��-XQH��������������

���7KLV�WUDQVQDWLRQDOL]DWLRQ�RI�SURGXFWLRQ�LV�PXOWLGLUHFWLRQDO��,Q�������86�)',�ZDV�������
ELOOLRQ�GROODUV��VOLJKWO\�OHVV�WKDQ�RQH�TXDUWHU�RI�WKH�WRWDO��ZKLOH�)',�IORZV�LQWR�WKH�8QLWHG�
6WDWHV�E\�IRUHLJQ�FRUSRUDWLRQV�ZHUH�������ELOOLRQ�LQ������̂ LELG��������
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DQG�DUH�DQ�HVVHQWLDO�PHFKDQLVP�LQ�WKH�WUDQVQDWLRQDOL]DWLRQ�SURFHVV��
7KH�FRQFHQWUDWLRQ�RI�FDSLWDO�LV�QRW�QHZ��,W�LV�SDUW�RI�WKH�YHU\�SURFHVV�RI�
FDSLWDOLVW�GHYHORSPHQW�DQG�ZDV�DQ�LQWHJUDO�DVSHFW�LQ�DQ�HDUOLHU�SHULRG�
RI�QDWLRQDO�FODVV�IRUPDWLRQ�DQG�WKH�ULVH�RI�QDWLRQDO�ERXUJHRLVLHV��7KH�
WUDQVQDWLRQDO�FRQFHQWUDWLRQ�RI�FDSLWDO�WKURXJK�JOREDO�PHUJHUV�DQG�DF��
TXLVLWLRQV�KDV�D�VLPLODU�LPSRUWDQFH�IRU�WUDQVQDWLRQDO�FODVV�IRUPDWLRQ�
DQG�WKH�ULVH�RI�D�WUDQVQDWLRQDO�ERXUJHRLVLH��6RPH�FURVV�ERUGHU�DFTXL��
VLWLRQV�LQYROYH�WKH�PHUJHU�RI�71&V��EXW�PDQ\�HQWDLO�WKH�DFTXLVLWLRQ�RI�
QDWLRQDO�FRPSDQLHV�E\�71&V��ZKLFK�GUDZV�ORFDO�VRFLDO�IRUFHV�LQWR�WKH�
WUDQVQDWLRQDOL]DWLRQ�SURFHVV��

2I�WKH������ELOOLRQ�LQ�WRWDO�JOREDO�)',�RXWIORZV�LQ������������
ELOOLRQ��RU�����RI�WKH�WRWDO��ZHQW�LQWR�PHUJHUV�DQG�DFTXLVLWLRQV��7KLV�
PHDQV�WKDW�MXVW�DERXW�WZR�ILIWKV�RI�)',�ZDV�LQ�QHZ�RU�VWDUW�XS�LQYHVW��
PHQWV��WKH�UHPDLQGHU�ZDV�XVHG�WR�EX\�XS�RWKHU�FRPSDQLHV�DFURVV�
QDWLRQDO�ERUGHUV��,Q�WKH�FDVH�RI�PHUJHUV��LW�PHDQW�WKH�LQWHJUDWLRQ�RI�
FDSLWDOV�IURP�DW�OHDVW�WZR�GLVWLQFW�FRXQWULHV��,I�DQ�DFTXLVLWLRQ��LW�PHDQW�
WKDW�D�JLYHQ�ILUP�LQFRUSRUDWHG�D�IRUHLJQ�FRPSDQ\�ZLWK�LWV�HPSOR\��
HHV��PDQDJHUV��DQG��QDWLRQDO��LQWHUHVWV��6XPPDUL]LQJ�WKH�FXUUHQW�
�PHUJHU�PDQLD���%XVLQHVV�:HHN�QRWHG���,Q�LQGXVWULHV�UDQJLQJ�IURP�
DXWRV�WR�W«O«FRPV��DQDO\VWV�SUHGLFW�WKH�PHUJHU�FUD]H�ZLOO�FRQWLQXH��
������������&URVV�ERUGHU�PHUJHUV�DQG�DFTXLVLWLRQV�KDYH�LQYROYHG�QRW�
MXVW�WKH�PRVW�JOREDOL]HG�VHFWRUV�RI�WKH�ZRUOG�HFRQRP\��VXFK�DV�WHOH��
FRPPXQLFDWLRQV��ILQDQFHV��DQG�DXWRV��EXW�DOVR�PHJD�UHWDLOHUV��FRP��
SDQLHV�WUDGLQJ�LQ�SULPDU\�FRPPRGLWLHV��FKHPLFDOV��DQG�QXPHURXV�
VHUYLFHV��IURP�OHJDO�ILUPV�WR�LQVXUDQFH�DQG�PDQDJHPHQW��6RPH�
RI�WKH�ODUJHVW�FURVV�QDWLRQDO�PHUJHUV�DQG�DFTXLVLWLRQV�LQ�UHFHQW�\HDUV�
KDYH�EHHQ��WKH�UHFRUG�EUHDNLQJ�PHUJHU�RI�%ULWLVK�7HOHFRP�DQG�0&,�
�WHOHFRPPXQLFDWLRQV����'DLPOHU�%HQ]�DQG�&KU\VOHU��DXWRV����'XSRQW�
DQG�+HUEHUWV��FKHPLFDOV�DQG�SDLQWV���$OFDWHO�DQG�0RWRUROD��SKRQH�
DQG�WHOHFRPPXQLFDWLRQV�HTXLSPHQW���DQG�$OFDWHO
V�VXEVHTXHQW�
DFTXLVLWLRQ�RI�'6&�&RPPXQLFDWLRQV��WKH�DFTXLVLWLRQ�RI�0&$�E\�
6HDJUDP��HQWHUWDLQPHQW���DQG�WKH�SXUFKDVH�RI�0DULRQ�0HUUHO�'RZ�
E\�+RHVFKVW��SKDUPDFHXWLFDOV���81&7$'�������������,Q�WKH�ILUVW�
QLQH�PRQWKV�RI�������VXFK�WUDQVQDWLRQDO�PHUJHU�DQG�DFTXLVLWLRQ�
GHDOV�DFURVV�WKH�ZRUOG�WRWDOOHG������ELOOLRQ��PRUH�WKDQ�WKH�WRWDO�IRU�
������$V�WKLV�SURFHVV�GHHSHQV�WUDQVQDWLRQDO�FDSLWDO�JDLQV�LQFUHDV��
LQJ�FRQWURO�RYHU�HYHU\�VHFWRU�RI�WKH�JOREDO�HFRQRP\�DQG�WUDQVQD��
WLRQDO�FODVV�IRUPDWLRQ�DFFHOHUDWHV��&RPPHQWLQJ�RQ�WKH�ZDYH�RI�JOR��
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EDO�PHUJHUV�GXULQJ�DQ�LQWHUYLHZ�LQ�ZKLFK�KH�DQQRXQFHG�WKH�WDNH��
RYHU�RI�5DQGRP�+RXVH�E\�%HUWWHOVPDQ��7KRPDV�0LGGHOKRII��
%HUWWHOVPDQ
V�FKDLU��QRWHG���7KHUH�DUH�QR�*HUPDQ�DQG�$PHULFDQ�
FRPSDQLHV��7KHUH�DUH�RQO\�VXFFHVVIXO�DQG�XQVXFFHVVIXO�FRPSDQLHV��
�:KLWH������������

,PSRUWDQWO\��WKHUH�KDV�EHHQ�D�KLJK�GHJUHH�RI�FURVV�LQYHVWPHQW�
EHWZHHQ�WKH�PDMRU�FDSLWDOLVW�FRXQWULHV��'LFNHQ����������������ZKLFK�
LQGLFDWHV�D�KLJK�GHJUHH�RI�LQWHUS«Q«WUDWLRQ�RI��QDWLRQDO��FDSLWDOV�LQ�
WKH�SURFHVV�RI�)',�H[SDQVLRQ��7KH�GHYHORSLQJ�ZRUOG�DEVRUEHG�IRXU��
ILIWKV�RI�SUH�:RUOG�:DU�,,�)',�WKURXJK�WKH�ROG�FRORQLDO��VSKHUHV�RI�
LQIOXHQFH��VWUXFWXUH�RI�ZRUOG�RUGHU��%XW�PRVW�)',�IORZV�IURP�WKH�����V�
LQWR�WKH�����V�WRRN�SODFH�EHWZHHQ�FRUH�UHJLRQV����7KLV�LV�LPSRUWDQW�
EHFDXVH�WKH�ILUVW�SDWWHUQ�RI�)',�UHIOHFWV�D�VLWXDWLRQ�LQ�ZKLFK�FRUH�
QDWLRQDO�ERXUJHRLVLHV�ZHUH�LQ�ULYDOU\��ZKHUHDV�WKH�ODWWHU�LQGLFDWHV�D�
NH\�PHFKDQLVP�LQ�WKH�WUDQVQDWLRQDOL]DWLRQ�RI�WKHVH��QDWLRQDO��ERXU��
JHRLVLHV��,W�LV�LQ�WKH�7KLUG�:RUOG�ZKHUH�WUDQVQDWLRQDO�FODVV�IRUPDWLRQ�
LV�ZHDNHVW�DQG�ZKHUH��QDWLRQDO��ERXUJHRVLHV�PD\�VWLOO�FRQWURO�VWDWHV�
DQG�RUJDQL]H�LQIOXHQWLDO�SROLWLFDO�SURMHFWV��+RZHYHU��HYHQ�KHUH�WUDQV��
QDWLRQDO�FODVV�IRUPDWLRQ�LV�ZHOO�XQGHU�ZD\��,Q�D�UHFHQW�UHSRUW��WKH�,/2�
QRWHG�WKDW�)',�KDV��LQFUHDVHG�VKDUSO\��HVSHFLDOO\�WR�GHYHORSLQJ�FRXQ��
WULHV��7KH�DYHUDJH�DQQXDO�IORZV�KDYH�LQFUHDVHG�PRUH�WKDQ�WKUHH�IROG�
VLQFH�WKH�HDUO\�����V�IRU�WKH�ZRUOG�DV�D�ZKROH��ZKLOH�IRU�GHYHORSLQJ�
FRXQWULHV�LW�KDG�LQFUHDVHG�ILYHIROG�E\��������,/2���������������
1DWLRQDO�FDSLWDOV�LQ�WKH�6RXWK�KDYH�WKHPVHOYHV�LQFUHDVLQJO\�WUDQV��
QDWLRQDOL]HG�E\�WKHLU�RZQ�)',�DQG�E\�LQWHJUDWLQJ�LQWR�JOREDO�FLUFXLWV�
RI�DFFXPXODWLRQ��,Q�������RQO\�RQH�SHUFHQW�RI�)',�FDPH�IURP�GHYHO��
RSLQJ�FRXQWULHV��%\�������WKLV�ILJXUH�KDG�LQFUHDVHG�WR�DURXQG�WKUHH�
SHUFHQW��DQG�E\������LW�VWRRG�DW�DERXW�HLJKW�SHUFHQW��'LFNHQ��������
�����6RXWKHUQ�EDVHG�71&V�KDYH�LQYHVWHG�����ELOOLRQ�DEURDG��ZKLOH�
GHYHORSLQJ�FRXQWULHV�KDYH�DEVRUEHG�DQ�LQFUHDVLQJ�SURSRUWLRQ�RI�)',�
LQ�WKH�����V��%XUEDFK�DQG�5RELQVRQ���������7KH�7KLUG�:RUOG�ERXU��
JHRLVLH�RI�FRXQWULHV�VXFK�DV�6LQJDSRUH��6RXWK�.RUHD��7DLZDQ��%UD]LO��

���6HH�'LFNHQ���������������ZKR�QRWHV�WKDW���WKH�ZRUOG
V�SRSXODWLRQ�RI�71&V�LV�QRW�RQO\�
JURZLQJ�YHU\�UDSLGO\�EXW�DOVR�WKHUH�KDV�EHHQ�D�PDUNHG�LQFUHDVH�LQ�WKH�JHRJUDSKLFDO�GL��
YHUVLW\�RI�LWV�RULJLQV�LQ�ZD\V�ZKLFK�FXW�DFURVV�WKH�ROG�LQWHUQDWLRQDO�GLYLVLRQ�RI�ODERU�������
YLUWXDOO\�DOO�GHYHORSHG�HFRQRPLHV�KDYH�VXEVWDQWLDO�RXWZDUG�DQG�LQZDUG�GLUHFW�LQYHVW��
PHQW��������:KDW�WKHVH�SDWWHUQV�LPSO\��LQ�IDFW��LV�D�KLJK�GHJUHH�RI�FURVV�LQYHVWPHQW�EHWZHHQ�
WKH�PDMRU�GHYHORSHG�PDUNHW�HFRQRPLHV�����������
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&KLOH��DQG�0H[LFR�DUH�EHFRPLQJ�LPSRUWDQW��QDWLRQDO��FRQWLQJHQWV�RI�
WKH�7&&��LELG����,Q������IRU�WKH�ILUVW�WLPH�WZR�WKLUG�ZRUOG�FRPSDQLHV��
'DHZRR�&RUSRUDWLRQ�RI�6RXWK�.RUHD�DQG�3HWUµOHRV�GH�9HQH]XHOD��
MRLQHG�WKH�UDQNV�RI�WKH�WRS�����WUDQVQDWLRQDO�FRUSRUDWLRQV��7KH�WRS�
���71&V�RI�WKH�7KLUG�:RUOG�DXJPHQWHG�WKHLU�IRUHLJQ�DVVHWV�E\������
EHWZHHQ������DQG�������ZKLOH�WKRVH�RI�WKH�WRS�����FRUSRUDWLRQV�EDVHG�
LQ�WKH�FRUH�FRXQWULHV�LQFUHDVHG�E\�RQO\������,/2��������[YLL�����

$QRWKHU�LPSRUWDQW�DVSHFW�RI�WKH�WUDQVQDWLRQDOL]DWLRQ�RI�7KLUG�
:RUOG�HFRQRPLHV�LV�WKH�JURZLQJ�LPSRUWDQFH�RI�IRUHLJQ�SRUWIROLR�HT��
XLW\�LQYHVWPHQWV��)3(,����ZKLFK�DUH�QRW�FRXQWHG�DV�)',�IORZV��7KHVH�DUH�
LQWHUQDWLRQDO�LQYHVWPHQWV�PDLQO\�E\�VWRFN�EURNHUDJH�ILUPV�DQG�PXWXDO�
IXQGV�LQ�IRUHLJQ�VWRFN�PDUNHWV�PDQDJLQJ�WKH�FDSLWDO�RI�LQYHVWRUV�JHQ��
HUDOO\�LQWHUHVWHG�RQO\�LQ�VHFXULQJ�DQ�DPSOH�UHWXUQ�RQ�WKHLU�LQYHVWPHQWV�
DQG�H[HUFLVLQJ�YLUWXDOO\�QR�GLUHFW�UROH�LQ�WKH�FRPSDQ\�LQ�ZKLFK�WKH\�
LQYHVW��)3(,�IORZV�WKHUHIRUH�UHSUHVHQW�D�SURQRXQFHG�WUDQVQDWLRQDO��
L]DWLRQ�RI�FDSLWDO�LQ�WKDW�WKH\�DUH�FDUULHG�RXW�E\�DQ�DUUD\�RI�LQYHVWRUV�
ZLWK�RULJLQV�LQ�D�ODUJH�QXPEHU�RI�FRXQWULHV��0DQ\�WKLUG�ZRUOG�FRXQ��
WULHV�LQ�WKH�����V�DV�SDUW�RI�WKH�GULYH�WR�LPSOHPHQW�QHROLEHUDO��IUHH�
PDUNHW�SROLFLHV�KDYH�IDFLOLWDWHG�)3(,�LQIORZV�E\�HVWDEOLVKLQJ�RU�OLEHUDO��
L]LQJ�WKHLU�VWRFN�PDUNHW�H[FKDQJHV��5HIHUUHG�WR�HLV��HPHUJLQJ�PDUNHWV���
WKHVH�UHSUHVHQW�D�GUDPDWLF�WUDQVQDWLRQDOL]DWLRQ�RI�QDWLRQDO�ILUPV�DQG�
DVVHWV�WKDW�DFFHOHUDWHV�WKH�IRUPDWLRQ�RI�WKH�7&&��

7KH�JURZWK�RI�GLUHFW�DQG�HTXLW\�LQYHVWPHQW�IORZV�LV�SDUW�RI�WKH�
GUDPDWLF�DQG�JURZLQJ�LQWHJUDWLRQ�RI�ZRUOG�FDSLWDO�PDUNHWV�WKURXJK�
WKH�FRPPRGLILFDWLRQ�RI�ILQDQFLDO�LQVWUXPHQWV��2QH�VWXG\�IRXQG�WKDW�
WKH�WRWDO�PDUNHW�YDOXH�RI�VHFXULWLHV�WUDGHG�LQ�ZRUOG�FDSLWDO�PDUNHWV�
WULSOHG�EHWZHHQ������DQG�������$NGRJDQ������������7KH�VDPH�VWXG\�
UHYHDOHG�WKDW�LQWHUQDWLRQDO�JURVV�HTXLW\�IORZV�GRXEOHG�EHWZHHQ������
DQG�������DQG�WKDW�LQ������WKH\�ZHUH�HTXDO�WR�PRUH�WKDQ�RQH�TXDU��
WHU�RI�WKH�FDSLWDO�LQ�WKH�ZRUOG�FDSLWDO�PDUNHWV��$VLGH�IURP�HTXLW\�LQ��
YHVWPHQWV��RWKHU�FRPSRQHQWV�RI�ZRUOG�FDSLWDO�PDUNHWV�DUH�ERQG�DQG�
GHEW�ILQDQFLQJ�DV�ZHOO�DV�GHULYDWLYHV��VWRFN�RSWLRQV��ZDUUDQWV�DQG�FRQ��
YHUWLEOHV��7KH�ULVH�RI�D�QHZ�JOREDOO\�LQWHJUDWHG�ILQDQFLDO�V\VWHP�VLQFH�
WKH�����V�KDV�EHHQ�WUXO\�SKHQRPHQDO��1DWLRQDO�VWRFN�PDUNHWV�KDYH�

����7KH�ZRUOG
V�SRSXODWLRQ�RI�71&V�LV�QRW�RQO\�JURZLQJ�YHU\�UDSLGO\�EXW�DOVR�WKHUH�KDV�EHHQ�
D�PDUNHG�LQFUHDVH�LQ�WKH�JHRJUDSKLFDO�GLYHUVLW\�RI�LWV�RULJLQV�LQ�ZD\V�ZKLFK�FXW�DFURVV�WKH�
ROG�LQWHUQDWLRQDO�GLYLVLRQ�RI�ODERU���QRWHV�'LFNHQ���7KH�JHRJUDSKLF�VWUXFWXUH�RI�)',�KDV�
EHFRPH�IDU�PRUH�FRPSOH[�LQ�UHFHQW�\HDUV��D�IXUWKHU�LQGLFDWLRQ�RI�LQFUHDVHG�LQWHUFRQ��
QHFWHGQHVV�ZLWKLQ�WKH�JOREDO�HFRQRP\��������������
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DOO�EXW�GLVDSSHDUHG��%HWZHHQ������DQG������WKH�YROXPH�RI�FURVV��
ERUGHU�WUDQVDFWLRQV�LQ�HTXLWLHV�DORQH�JUHZ�DW�D�FRPSRXQG�UDWH�RI�����
SHU�\HDU��IURP������ELOOLRQ�WR������WULOOLRQ��7KH�VWRFN�RI�FURVV�ERUGHU�
EDQN�OHQGLQJ�URVH�IURP������ELOOLRQ�WR������WULOOLRQ�RYHU�WKH�VDPH�
SHULRG��DQG�RIIVKRUH�ERQG�PDUNHWV��ZKHUH�FRPSDQLHV�LVVXH�,28V�
RIIVKRUH��LQFUHDVHG�E\������IURP������ELOOLRQ�WR������WULOOLRQ��$V�
+RRJYHOW�QRWHV��LI�ZH�DGG�XS�DOO�WKHVH�FDWHJRULHV�RI�ZRUOG�ILQDQFLDO�
LQWHJUDWLRQ�SOXV�WKH�VWRFN�RI�SULQFLSDO�GHULYDWLYHV�DQG�)',���WKH�WRWDO�
H[FHHGV�WKH�WRWDO�RI�WKH�FRPELQHG�)',�RI�WKH�2(&'�HFRQRPLHV��
�+RRJYHOW����������������

7UDQVQDWLRQDOL]DWLRQ�LV�UHIOHFWHG�DV�ZHOO�LQ�HYHU�JUHDWHU�WUDGH�LQ��
WHJUDWLRQ��:RUOG�WUDGH�KDV�JURZQ�PXFK�IDVWHU�WKDQ�RXWSXW��DQG�WKLV�
JURZWK��DIWHU�VORZLQJ�EULHIO\�LQ�WKH�HDUO\�����V��D�FRQVHTXHQFH�RI�WKH�
ZRUOGZLGH�GRZQWXUQ��SLFNHG�XS�DJDLQ�LQ�PLG�GHFDGH��DV�7DEOH���
LQGLFDWHV��

:RUOG�WUDGH�FDQ�LQGLFDWH�LQWHUQDWLRQDOL]DWLRQ�DQG�QRW�WUDQVQD��
WLRQDOL]DWLRQ��%XW�RQFH�ZH�QRWH�WKDW�EHWZHHQ�RQH�WKLUG�DQG�WZR�WKLUGV�
RI�WKLV�ZRUOG�WUDGH�LV�FRQGXFWHG�DV�LQWUD�ILUP�WUDGH��:RUOG�%DQN��������
����LW�EHFRPHV�FOHDU�WKDW�GDWD�RQ�WKH�JURZWK�RI�ZRUOG�WUDGH�LV�LWVHOI�D�
FRPPHUFLDO�H[SUHVVLRQ�RI�JOREDOL]HG�SURGXFWLRQ��7KH�,/2�UHSRUW�
HPSKDVL]HV���7KHVH�LQFUHDVHG�IORZV�RI�GLUHFW�LQYHVWPHQW�KDYH�EHHQ�
DFFRPSDQLHG�E\�WKH�JURZWK�RI�JOREDOO\�LQWHJUDWHG�SURGXFWLRQ�V\VWHPV�
FKDUDFWHUL]HG�E\�WKH�UDSLG�H[SDQVLRQ�RI�LQWUD�ILUP�WUDGH�LQ�LQWHUPH��
GLDWH�SURGXFWV�DQG�RI�VXEFRQWUDFWLQJ��OLFHQVLQJ�DQG�IUDQFKLVLQJ�
DUUDQJHPHQWV��LQFOXGLQJ�QHZ�IRUPV�RI�RXWVRXUFLQJ�RI�ZRUN�DFURVV�QD��
WLRQDO�IURQWLHUV���,/2���������������

7$%/(���
*URZWK�RI�:RUOG�7UDGH��*RRGV�DQG�6HUYLFHV��

DQG�*URZWK�RI�5HDO�*'3������������

:RUOG�7UDGH� :RUOG�*'3�
���*URZWK�LQ�9ROXPH�� ���*URZWK��$QQXDO�$YHUDJH�IRU�%DWFK�<HDUV��
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7KLV�SKHQRPHQDO� VSUHDG�VLQFH�WKH�ODWH�����V�RI�GLYHUVH�QHZ�HFR��
QRPLF�DUUDQJHPHQWV��VXFK�DV�RXWVRXUFLQJ��VXEFRQWUDFWLQJ��WUDQV��
QDWLRQDO�LQWHUFRUSRUDWH�DOOLDQFHV��OLFHQVLQJ�DJUHHPHQWV��ORFDO�UHSUH��
VHQWDWLRQ��DQG�VR�RQ��SDUDOOHOV�WKH�SUROLIHUDWLRQ�RI�)',��PHUJHUV�DQG�

DFTXLVLWLRQV��DQG� XQGHUVFRUHV� DQRWKHU�PDMRU�DVSHFW�RI�WKH�WUDQV��
QDWLRQDO�OLQNDJH�RI�FDSLWDOV��7KHVH�DUUDQJHPHQWV�UHVXOW�LQ�YDVW�WUDQVQD��
WLRQDO�SURGXFWLRQ�FKDLQV�DQG�FRPSOH[�ZHEV�RI�YHUWLFDO�DQG�KRUL]RQ��
WDO�LQWHJUDWLRQ�DFURVV�WKH�JOREH��$FFRUGLQJ�WR�'LFNHQ��

71&V�DUH�DOVR�ORFNHG�LQWR�H[WHUQDO�QHWZRUNV�RI�UHODWLRQVKLSV�ZLWK�D�P\ULDG�
RI�RWKHU�ILUPV��WUDQVQDWLRQDO�DQG�GRPHVWLF��ODUJH�DQG�VPDOO��SXEOLF�DQG�SUL��
YDWH��,W�LV�WKURXJK�VXFK�LQWHUFRQQHFWLRQV��IRU�H[DPSOH��WKDW�D�YHU\�VPDOO�ILUP�
LQ�RQH�FRXQWU\�PD\�EH�GLUHFWO\�OLQNHG�LQWR�D�JOREDO�SURGXFWLRQ�QHWZRUN��
ZKHUHDV�PRVW�VPDOO�ILUPV�VHUYH�RQO\�D�YHU\�UHVWULFWHG�JHRJUDSKLF�DUHD��6XFK�
LQWHU�UHODWLRQVKLSV�EHWZHHQ�ILUPV�RI�GLIIHUHQW�VL]HV�DQG�W\SHV�LQFUHDVLQJO\�
VSDQ�QDWLRQDO�ERXQGDULHV�WR�FUHDWH�D�VHW�RI�JHRJUDSKLFDOO\�QHVWHG�UHODWLRQVKLSV�
IURP�ORFDO�WR�JOREDO�VFDOHV��������7KHUH�LV��LQ�IDFW��D�EHZLOGHULQJ�YDULHW\�RI�
LQWHURUJDQL]DWLRQDO�FROODERUDWLYH�UHODWLRQVKLSV��7KHVH�DUH�IUHTXHQWO\�PXOWL��
ODWHUDO�UDWKHU�WKDQ�ELODWHUDO��SRO\JDPRXV�UDWKHU�WKDQ�PRQRJDPRXV���'LFNHQ��
������������

:KDW�'LFNHQ
V�DXWKRULWDWLYH�VWXG\�XQGHUVFRUHV�LV�WKH�LQFUHDVLQJ�LQWHU��

SHQHWUDWLRQ�RQ�PXOWLSOH�OHYHOV�RI�FDSLWDOV�LQ�DOO�SDUWV�RI�WKH�ZRUOG��
RUJDQL]HG� DURXQG� WUDQVQDWLRQDO�FDSLWDO�DQG� WKH�JLDQW�71&V�� ,W�LV�

LQFUHDVLQJO\�GLIILFXOW�WR�VHSDUDWH�ORFDO�FLUFXLWV�RI�SURGXFWLRQ�DQG�GLV��
WULEXWLRQ�IURP�WKH�JOREDOL]HG�FLUFXLWV�WKDW�GLFWDWH�WKH�WHUPV�DQG�SDW��
WHUQV�RI�DFFXPXODWLRQ�ZRUOGZLGH��HYHQ�ZKHQ�VXUIDFH�DSSHDUDQFH�JLYHV�
WKH��PLVOHDGLQJ��LPSUHVVLRQ�WKDW�ORFDO�FDSLWDOV�UHWDLQ�WKHLU�DXWRQRP\��
7KHUH�DUH�RI�FRXUVH�VWLOO�ORFDO�DQG�QDWLRQDO�FDSLWDOV��DQG�WKHUH�ZLOO�EH�
IRU�D�ORQJ�WLPH�WR�FRPH�� %XW�WKH\�PXVW��GH�ORFDOL]H�� DQG� OLQN�WR�

KHJHPRQLF� WUDQVQDWLRQDO�FDSLWDO�LI�WKH\�DUH�WR�VXUYLYH��7HUULWRULDOO\�
UHVWULFWHG�FDSLWDO�FDQQRW�FRPSHWH�ZLWK�LWV�WUDQVQDWLRQDOO\�PRELOH�FRXQ��

WHUSDUW��$V�WKH�JOREDO�FLUFXLW�RI�FDSLWDO�VXEVXPHV�WKHVH�ORFDO�FLUFXLWV��
WKURXJK�QXPHURXV�PHFKDQLVPV�DQG�DUUDQJHPHQWV��ORFDO�FDSLWDOLVWV�
ZKR�PDQDJH�WKHVH�FLUFXLWV�EHFRPH�VZHSW�XS�LQWR�WKH�SURFHVV�RI�WUDQV��
QDWLRQDO�FODVV�IRUPDWLRQ��

7KH�GLYHUVH�QHZ�HFRQRPLF�DUUDQJHPHQWV�LQ�WKH�JOREDO�HFRQRP\�
KDYH�EHHQ�DVVRFLDWHG�ZLWK�WKH�WUDQVLWLRQ�IURP�WKH�)RUGLVW�UHJLPH�RI�
DFFXPXODWLRQ�WR�QHZ�SRVW�gRUGLVW�IOH[LEOH�UHJLPHV��VHH��LQWHU�DOLD��+DUYH\��
������$PLQ��������+RRJYHOW��������'LFNHQ����������$V�PDQ\�KDYH�QRWHG��
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WKH�VWUXFWXUDO�SURSHUWLHV�RI�WKH�HPHUJLQJ�IOH[LEOH�UHJLPH�DUH�JOREDO�LQ�
FKDUDFWHU��LQ�WKDW�DFFXPXODWLRQ�LV�HPEHGGHG�LQ�JOREDO�PDUNHWV��LQYROYHV�
JOREDO�HQWHUSULVH�RUJDQL]DWLRQ�DQG�VHWV�RI�JOREDO�FDSLWDO�ODERU�UHODWLRQV�
�HVSHFLDOO\�GHUHJXODWHG�DQG�FDVXDOL]HG�ODERU�SRROV�ZRUOGZLGH���VHH��LQWHU�
DOLD��+RRJYHOW������������������&RPSHWLWLRQ�GLFWDWHV�WKDW�ILUPV�PXVW�
HVWDEOLVK�JOREDO�DV�RSSRVHG�WR�QDWLRQDO�RU�UHJLRQDO�PDUNHWV��$V�+RRJYHOW�
VKRZV��FRPSHWLWLRQ�LQ�WKH�JOREDO�HFRQRP\�LQFUHDVLQJO\�FRPSHOV�WKHP�
WR�RSHUDWH�IXOO�SURGXFWLRQ�V\VWHPV�LQ�DOO�WKUHH�UHJLRQV�RI�WKH�JOREDO�WULDG�
�1RUWK�$PHULFD��(XURSH��DQG�(DVW�$VLD����7KH�OHDGLQJ�71&V�DUH�EHFRP��
LQJ��PXOWL�UHJLRQDO��FRPSDQLHV��RSHUDWLQJ�PXOWLSOH�DQG�LQWHJUDWHG�
SURGXFWLRQ�DV�ZHOO�DV�ILQDQFLDO�DQG�FRPPHUFLDO�RSHUDWLRQV�WKURXJKRXW�
WKH�WULDG�^LELG����7KHVH�PXOWL�UHJLRQDO�FRPSDQLHV�DUH�HPHUJLQJ�WKURXJK�
WKH�VWUDWHJ\�RI�DOOLDQFHV��PHUJHUV��DQG�RWKHU�IRUPV�RI�LQWHJUDWLYH�FRRU��
GLQDWLRQ�DPRQJ�71&V��DV�D�JHQHUDO�WUDQVLWLRQDO�IRUP�LQ�WKH�SURFHVV�RI�
WKH�WUDQVQDWLRQDO�LQWHJUDWLRQ�RI�FDSLWDO��

0HDQZKLOH��HDFK�VKRFN�LQ�WKH�XQIROGLQJ�ZRUOG�HFRQRPLF�FULVLV��
IURP�0H[LFR�WR�$VLD��IURP�5XVVLD�WR�%UD]LO��KDV�WHQGHG�WR�UHVXOW�LQ�DQ�
DFFHOHUDWHG�WUDQVQDWLRQDO�LQWHJUDWLRQ�RI�ORFDO�FDSLWDOLVWV�RI�DIIHFWHG�
FRXQWULHV�LQWR�WKH�UDQNV�RI�WKH�7&&��7KHVH�FULVHV�FOHDUO\�EULQJ�LQWR�
VKDUSHU�UHOLHI�WKH�SURFHVV�RI�IUDFWLRQDWLRQ�DPRQJ�ORFDO�HOLWHV��)RU�
LQVWDQFH��WKH�$VLDQ�FULVLV�LV�OHDGLQJ�WR�D�UHVWUXFWXULQJ�RI�PDQ\�RI�WKH�
UHJLRQ
V�PDMRU�FRUSRUDWLRQV�DQG�HFRQRPLHV�WKDW�IDFLOLWDWHV�DQG�DG��
YDQFHV�WKH�FRQVROLGDWLRQ�RI�WUDQVQDWLRQDO�FDSLWDO��7KH��FKDHERO���WKH�
SRZHUIXO�ILQDQFLDO�LQGXVWULDO�JURXSV�RI�6RXWK�.RUHD��IRU�LQVWDQFH��
KDYH�EHHQ�FRPSHOOHG�WR�VHOO�RII�QDWLRQDO�DVVHWV�WR�71&V�DQG�DW�WKH�
VDPH�WLPH�WKH\�KDYH�IRUJHG�SDUWQHUVKLSV�ZLWK�FRUSRUDWLRQV�IURP�RWKHU�
DUHDV�RI�WKH�ZRUOG��%XVLQHVV�:HHN������D����$V�/DZUHQFH�6XPPHUV�VWDWHG�
LQ������ZKHQ�KH�ZDV�XQGHUVHFUHWDU\�RI�WKH�8�6��7UHDVXU\�'HSDUWPHQW��
�,Q�VRPH�ZD\V�WKH�,0)�KDV�GRQH�PRUH�LQ�WKHVH�SDVW�PRQWKV�WR�OLEHU��
DOL]H�WKHVH�>$VLDQ@�HFRQRPLHV�DQG�RSHQ�XS�WKHLU�PDUNHWV�WR�8��6��
JRRGV�DQG�VHUYLFHV�WKDQ�KDV�EHHQ�DFKLHYHG�LQ�URXQGV�RI�QHJRWLDWLRQV�
LQ�WKH�UHJLRQ���FLWHG�LQ�%HOOR�����������������

,QFUHDVLQJO\��WKH�OHDGLQJ�VWUDWD�DPRQJ�WKH�7&&�KDYH�FRPH�WR�
RFFXS\�D�YDULHW\�RI�LQWHUORFNLQJ�SRVLWLRQV�ZLWKLQ�WKH�JOREDO�FRUSRUDWH�
VWUXFWXUH��)HQQHPD��IRU�LQVWDQFH��LGHQWLILHG�IRU�WKH�HDUO\�����V�DQ�
LQWHUQDWLRQDO�QHWZRUN�RI�LQWHUORFNLQJ�GLUHFWRUDWHV�DPRQJ�WKH�OHDG��
LQJ�WUDQVQDWLRQDO�EDQNLQJ�DQG�LQGXVWULDO�ILUPV���������7KLV�SURFHVV�
SDUDOOHOV�D�VLPLODU�RQH�LQ�DQ�HDUOLHU�SHULRG��ZKHQ�WKH�ULVH�RI�QDWLRQDO�
ERXUJHRLVLHV�LQYROYHG�QDWLRQDO�OHYHO�LQWHUORFNLQJ�GLUHFWRUDWHV�WKDW�
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FRQJHDOHG�WKH�REMHFWLYH�OLQNV�DQG�WKH�VXEMHFWLYH�LGHQWLW\�RI�QDWLRQDO�
ERXUJHRLVLHV��DV�GRFXPHQWHG�LQ�D�ZHDOWK�RI�OLWHUDWXUH��0DU[LVW�DQG�
QRQ�0DU[LVW��RQ�WKH�VXEMHFW�RI�QDWLRQDO��SRZHU�HOLWHV���UXOLQJ�EORFV��
WKH��LQQHU�FLUFOH���DQG�VR�RQ��VHH��LQWHU�DOLD��'RPKRII��������8VHHP��
������'\H��������0LOOV���������7KH�HYROYLQJ�FRPSRVLWLRQ�RI�WKH�GL��
UHFWRUDWHV�RI�WKH�OHDGLQJ�71&V�LV�DQ�DUHD�ULSH�IRU�UHVHDUFK��

���+(*(021<�$1'�7+(�*/2%$/�32/,7,&6�
�)520�$%29(��2)�7+(�7&&�

7KH�QHZ�JOREDO�UXOLQJ�EORF�FRQVLVWV�RI�YDULRXV�HFRQRPLF�DQG�SROLWL��
FDO�IRUFHV�OHG�E\�WKH�7&&�ZKRVH�SROLWLFV�DQG�SROLFLHV�DUH�FRQGLWLRQHG�
E\�WKH�QHZ�JOREDO�VWUXFWXUH�RI�DFFXPXODWLRQ�DQG�SURGXFWLRQ��,W�LV�WKH�
ORJLF�RI�JOREDO�DFFXPXODWLRQ��UDWKHU�WKDQ�QDWLRQDO�DFFXPXODWLRQ��WKDW�
JXLGHV�WKH�SROLWLFDO�DQG�HFRQRPLF�EHKDYLRU�RI�WKLV�UXOLQJ�EORF��KHQFH��
IRUWK�UHIHUUHG�WR�DV�WKH��JOREDOLVW��EORF��$W�WKH�FHQWHU�RI�WKH�JOREDOLVW�
EORF�LV�WKH�7&&��FRPSULVHG�RI�WKH�RZQHUV�DQG�PDQDJHUV�RI�WKH�WUDQV��
QDWLRQDO�FRUSRUDWLRQV�DQG�RWKHU�FDSLWDOLVWV�DURXQG�WKH�ZRUOG�ZKR�
PDQDJH�WUDQVQDWLRQDO�FDSLWDO��7KH�EORF�DOVR�LQFOXGHV�WKH�FDGUH��EX��
UHDXFUDWLF�PDQDJHUV�DQG�WHFKQLFLDQV�ZKR�DGPLQLVWHU�WKH�DJHQFLHV�RI�
WKH�716��VXFK�DV�WKH�,0)��WKH�:RUOG�%DQN��DQG�WKH�:72��WKH�VWDWHV�
RI�WKH�1RUWK�DQG�WKH�6RXWK��DQG�RWKHU�WUDQVQDWLRQDO�IRUXPV��$QG�
PHPEHUVKLS�LQ�WKH�KHJHPRQLF�EORF�DOVR�LQFOXGHV�WKH�SROLWLFLDQV�DQG�
FKDULVPDWLF�ILJXUHV��DORQJ�ZLWK�VHOHFWHG�RUJDQLF�LQWHOOHFWXDOV��ZKR�
SURYLGH�LGHRORJLFDO�OHJLWLPDF\�DQG�WHFKQLFDO�VROXWLRQV��%HORZ�WKLV�
WUDQVQDWLRQDO�HOLWH�LV�D�VPDOO�DQG�VKULQNLQJ�OD\HU�RI�PLGGOH�FODVVHV�ZKR�
H[HUFLVH�YHU\�OLWWOH�UHDO�SRZHU�EXW�ZKR��� SDFLILHG�ZLWK�PDVV�FRQVXPS��
WLRQ��� IRUP�D�IUDJLOH�EXIIHU�EHWZHHQ�WKH�WUDQVQDWLRQDO�HOLWH�DQG�WKH�
ZRUOG
V�SRRU�PDMRULW\��,W�LV�LQ�WKLV�ZD\�WKDW�ZH�FDQ�VSHDN�RI�D�KLVWRULF�
EORF�LQ�WKH�*UDPVFLDQ�VHQVH�DV�D�UXOLQJ�FRDOLWLRQ�DQG�D�VRFLDO�EDVH�LQ�
ZKLFK�RQH�JURXS�H[HUFLVHV�OHDGHUVKLS��WKH�7&&��DQG�LPSRVHV�LWV�
SURMHFW�WKURXJK�WKH�FRQVHQW�RI�WKRVH�GUDZQ�LQWR�WKH�EORF��7KRVH�IURP�
WKLV�SRRU�PDMRULW\�ZKR�DUH�QRW�GUDZQ�LQWR�WKH�KHJHPRQLF�SURMHFW�
HLWKHU�WKURXJK�PDWHULDO�PHFKDQLVPV�RU�LGHRORJLFDOO\�DUH�FRQWDLQHG�
RU�UHSUHVVHG��

7KH�JOREDOLVW�EORF�LV�ORRVHO\�FRQVWLWXWHG�DQG�WKH�7&&�KDV�KDG�
GLIILFXOW\�VHFXULQJ�LWV�OHDGHUVKLS�DQG�UHSURGXFLQJ�KHJHPRQ\��$�QHF��
HVVDU\�FRQGLWLRQ�IRU�WKH�DWWDLQPHQW�RI�KHJHPRQ\�E\�D�FODVV�RU�FODVV�
IUDFWLRQ�LV�WKH�VXSHUVHVVLRQ�RI�QDUURZ�HFRQRPLF�LQWHUHVWV�E\�D�PRUH�
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XQLYHUVDO�VRFLDO�YLVLRQ�RU�LGHRORJ\��DQG�WKH�FRQFUHWH�FRRUGLQDWLRQ�RI�
WKH�LQWHUHVWV�RI�RWKHU�JURXSV�ZLWK�WKRVH�RI�WKH�OHDGLQJ�FODVV�RU�IUDF��
WLRQ�LQ�WKH�SURFHVV�RI�VHFXULQJ�WKHLU�SDUWLFLSDWLRQ�LQ�WKLV�VRFLDO�YLVLRQ��
+HUH��WKH�QDUURZ�LQWHUHVWV�RI�WUDQVQDWLRQDO�ILQDQFH�FDSLWDO��FXUUHQF\�
VSHFXODWRUV��EDQNHUV��SRUWIROLR�LQYHVWRUV��HWF���VHHPV�WR�KROG�RXW�WKH�
SURVSHFW�RI�IUXVWUDWLQJ�D�KHJHPRQLF�SURMHFW��$V�ZHOO��D�XQLILHG�VRFLDO�
YLVLRQ�KDV�EHHQ�GLIILFXOW�WR�VHFXUH�EHFDXVH�GLVWLQFW�VHFWRUV�RI�WKH�7&&�
KDYH�RIWHQ�VRXJKW�GLIIHUHQW�DQG�HYHQ�FRQIOLFWLQJ�VROXWLRQV�WR�WKH�
SUREOHPV�RI�JOREDO�FDSLWDOLVP�EDVHG�LQ�WKH�KLVWRULF�H[SHULHQFHV�RI�
WKHLU�UHJLRQDO�V\VWHPV��,Q�WKLV�VHFWLRQ�ZH�VKLIW�WKH�QDUUDWLYH�IURP�FRQ��
FHSWXDO�DQG�WKHRUHWLFDO�LVVXHV�WR�SROLWLFDO�DQG�FRQMXQFWXUDO�DQDO\VLV�
RI�WKH�7&&��LQFOXGLQJ�VWUDWHJLF�GHEDWH�DQG�WDFWLFDO�GLIIHUHQFHV�ZLWKLQ�
LWV�UDQNV��DQG�LQ�SDUWLFXODU��ULVLQJ�VSOLWV�DQG�IDFWLRQDO�GLVSXWHV����

7KH�JOREDOLVWV�FRQVROLGDWHG�LGHRORJLFDOO\�LQ�WKH�HDUO\�����V�XQGHU�
WKH�SURJUDP�RI�WKH��:DVKLQJWRQ�&RQVHQVXV���:LOOLDPVRQ���������RU�
JOREDO�QHROLEHUDOLVP��ILUVW�ODXQFKHG�E\�WKH�5HDJDQ�DQG�7KDWFKHU�
UHJLPHV��1HROLEHUDOLVP�DV�D�PRGHO�IRU�HFRQRPLF�UHVWUXFWXULQJ�VHHNV�
WR�DFKLHYH�WKH�FRQGLWLRQV�LQ�HDFK�FRXQWU\�DQG�UHJLRQ�RI�WKH�ZRUOG�
IRU�WKH�PRELOLW\�DQG�IUHH�RSHUDWLRQ�RI�FDSLWDO��7KH�SURJUDP�VHHNV�WR�
KDUPRQL]H�D�ZLGH�UDQJH�RI�ILVFDO��PRQHWDU\��LQGXVWULDO��DQG�FRP��
PHUFLDO�SROLFLHV�DPRQJ�PXOWLSOH�QDWLRQV��DV�D�UHTXLUHPHQW�IRU�IXOO\�
PRELOH�WUDQVQDWLRQDO�FDSLWDO�WR�PRYH�VLPXOWDQHRXVO\��DQG�RIWHQ�LQ��
VWDQWDQHRXVO\��DFURVV�QXPHURXV�QDWLRQDO�ERUGHUV��,Q�DGGLWLRQ�WR�ILV��
FDO��PRQHWDU\��H[FKDQJH�DQG�UHODWHG�PHDVXUHV�LQWHQGHG�WR�DFKLHYH�
PDFURHFRQRPLF�VWDELOLW\��UHVWUXFWXULQJ�LQFOXGHV��OLEHUDOL]DWLRQ�RI�
WUDGH�DQG�ILQDQFHV��ZKLFK�RSHQV�WKH�HFRQRP\�WR�WKH�ZRUOG�PDUNHW��
GHUHJXODWLRQ��ZKLFK�UHPRYHV�WKH�VWDWH�IURP�HFRQRPLF�GHFLVLRQ�PDN��
LQJ��EXW�QRW�IURP�DFWLYLWLHV�WKDW�VHUYLFH�FDSLWDO����DQG�SULYDWL]DWLRQ�RI�
IRUPHUO\�SXEOLF�VSKHUHV�WKDW�FRXOG�KDPSHU�FDSLWDO�DFFXPXODWLRQ�LI�
FULWHULD�RI�SXEOLF�LQWHUHVW�RYHU�SULYDWH�SURILW�DUH�RSHUDWLYH��1HROLEHUDO��
LVP�WKXV�JHQHUDWHV�WKH�RYHUDOO�FRQGLWLRQV�IRU�WKH�SURILWDEOH���HIIL��
FLHQW���UHQHZDO�RI�FDSLWDO�DFFXPXODWLRQ�WKURXJK�QHZ�JOREDOL]HG�FLU��
FXLWV��DQG�IDFLOLWDWHV�WKH�VXERUGLQDWLRQ�DQG�LQWHJUDWLRQ�RI�HDFK�QDWLRQDO�
HFRQRP\�LQWR�WKH�JOREDO�HFRQRP\��7KH�QHROLEHUDO�PRGHO�ILQGV�LWV�
OHJLWLPDWLRQ�LQ�QHRFODVVLFDO�HFRQRPLFV��DQG�LQ�WKH�JOREDOLVW�UKHWRULF�
RI�IUHH�WUDGH��JURZWK��HIILFLHQF\��DQG�SURVSHULW\��*OREDO�QHROLEHUDOLVP�

���+HUH�IDFWLRQ�LV�GLVWLQJXLVKHG�IURP�IUDFWLRQ��DV�GHILQHG�HDUOLHU��DQG�UHIHUV�WR�FOXVWHUV�WKDW�
DUH�GUDZQ�WRJHWKHU�LQ�SXUVXLW�RI�VKDUHG�SROLWLFDO�REMHFWLYHV�ZLWKLQ�GLYHUVH�VSHFLILF�VHWWLQJV��
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DOVR�HQWDLOV�EXLOGLQJ�D�QHZ�OHJDO�DQG�HFRQRPLF�VXSHUVWUXFWXUH�IRU�WKH�
JOREDO�HFRQRP\��7KLV�SURFHVV�SDUDOOHOV�WKH�QDWLRQ�EXLOGLQJ�VWDJH�RI�
HDUO\�FDSLWDOLVP�WKDW�FRQVWUXFWHG�DQ�LQWHJUDWHG�QDWLRQDO�PDUNHW�ZLWK�
FRPPRQ�ODZV��WD[HV��FXUUHQF\��DQG�SROLWLFDO�FRQVROLGDWLRQ�DURXQG�D�
FRPPRQ�VWDWH��*OREDOL]DWLRQ�LV�UHSHDWLQJ�WKLV�SURFHVV��EXW�RQ�D�ZRUOG�
VFDOH����

%\�WKH�HDUOLHU�����V��WKH�JOREDOLVWV�KDG�DFKLHYHG�ZKDW�DSSHDUHG�
DV�D�YHULWDEOH�*UDPVFLDQ�FRQVHQVXV�DURXQG�WKH�QHROLEHUDO�SURMHFW��,W�
ZDV�LQGHHG�D�FRQVHQVXV�LQ�WKDW��LW�UHSUHVHQWHG�D�FRQJUXHQFH�RI�LQWHU��
HVWV�DPRQJ�WKH�GRPLQDQW�JURXSV�LQ�WKH�JOREDO�V\VWHP��WKHVH�LQWHU��
HVWV�ZHUH�EHLQJ�DGYDQFHG�WKURXJK�LQVWLWXWLRQV�WKDW�FRPPDQG�SRZHU�
�WKH�ZRUOG
V�VWDWHV�DQG�WKH�716�DSSDUDWXV���DQG�WKLV�FRQVHQVXV�KDG�
DFKLHYHG�LGHRORJLFDO�KHJHPRQ\�E\�VHWWLQJ�WKH�SDUDPHWHUV�IRU��DQG�
WKH�OLPLWV�WR��GHEDWH�DPRQJ�VXERUGLQDWH�JURXSV�DURXQG�WKH�ZRUOG�
RQ�RSWLRQV�DQG�DOWHUQDWLYH�SURMHFWV��,Q�WKLV�VHQVH��WKH��:DVKLQJWRQ�
FRQVHQVXV��UHIOHFWHG�WKH�HPHUJHQFH�RI�D�QHZ�JOREDO�FDSLWDOLVW�KHJH��
PRQLF�EORF�XQGHU�WKH�OHDGHUVKLS�RI�WKH�7&&��+RZHYHU��FUDFNV�LQ�WKH�
FRQVHQVXV�KDG�EHFRPH�DSSDUHQW�E\�WKH�FORVH�RI�WKH�GHFDGH��

6SOLWV�LQ�WKH�*OREDOLVW�%ORF�

7KH�ZRUOG�UHFHVVLRQ�RI�WKH�����V�DQG�WKH�VHTXHQFH�RI�FULVHV��IURP�
0H[LFR�LQ�������WR�$VLD�LQ�������IROORZHG�E\�5XVVLD�DQG�%UD]LO�LQ�������
H[SRVHG�WKH�IUDJLOLW\�RI�WKH�ZRUOG�PRQHWDU\�V\VWHP�DQG�FDXVHG�ULVLQJ�
DODUP�DQG�H[SRVHG�LPSRUWDQW�FRQWUDGLFWLRQV�DQG�JURZLQJ�VSOLWV�LQ�
WKH�JOREDOLVW�EORF��7KH�PRUH�GHHSO\�URRWHG�DQG�FRPSOH[�JOREDO�FDSL��
WDOLVP�EHFRPHV�WKH�PRUH�HDFK�VKRFN�WR�WKH�V\VWHP�JHQHUDWHV�WHQVLRQV�
ZLWKLQ�WKH�UDQNV�RI�WKH�7&&��7KH�7&&�KDV�EHFRPH�LQFUHDVLQJO\�IUDJ��
PHQWHG�LQ�LWV�JOREDOLVW�GLVFRXUVH��LQ�LWV�SROLWLFDO�YLVLRQ��DQG�LQ�LWV�LGHR��
ORJLFDO�FRKHUHQFH��7KH�JOREDOLVW�UXOLQJ�EORF�KDV�WKUHH�PDLQ�JURXSV�
RU�IDFWLRQV��WKH�IUHH�PDUNHW�FRQVHUYDWLYHV��WKH�QHROLEHUDO�VWUXFWXUDO��
LVWV��DQG�WKH�QHROLEHUDO�UHJXODWLRQLVWV��7KH�GHEDWHV�WKDW�GRPLQDWH�WKH�

���'DYLG�5RWKNRSH��PDQDJLQJ�GLUHFWRU�RI�.LVVLQJHU�$VVRFLDWHV�DQG�D�VHQLRU�RIILFLDO�RI�WKH�
'HSDUWPHQW�RI�&RPPHUFH�GXULQJ�&OLQWRQ
V�ILUVW�WHUP��KDV�QRWHG���7KH�JOREDO�PDUNHW�SODFH�
LV�EHLQJ�LQVWLWXWLRQDOL]HG�WKURXJK�WKH�FUHDWLRQ�RI�D�VHULHV�RI�PXOWLODWHUDO�HQWLWLHV�WKDW�HV��
WDEOLVK�FRPPRQ�UXOHV�IRU�LQWHUQDWLRQDO�FRPPHUFH��,I�FDSLWDO�LV�WR�IORZ�IUHHO\��GLVFORVXUH�
UXOHV�PXVW�EH�WKH�VDPH��VHWWOHPHQW�SURFHGXUHV�FRQVLVWHQW��DQG�UHGUHVV�WUDQVSDUHQW��,I�JRRGV�
DUH�DOVR�WR�PRYH�XQLPSHGHG��WDULII�ODZV�PXVW�EH�FRQVLVWHQW��FXVWRPV�VWDQGDUGV�KDUPR��
QL]HG��DQG�SURGXFW�VDIHW\�DQG�ODEHOLQJ�VWDQGDUGV�EURXJKW�LQWR�OLQH��������������
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VXPPLWV�RI�SRZHU�LQ�JOREDO�VRFLHW\�GR�QRW�FRUUHVSRQG�WR�WKH�IDPLOLDU�
SROLWLFDO�FDWHJRULHV�RI�WKH�SUH�JOREDOL]DWLRQ�HUD��7KH�GLVWLQFW�SRVLWLRQV�
RI�WKHVH�IDFWLRQV�KDYH�OHVV�WR�GR�ZLWK�QDUURZ�HFRQRPLF�FRUSRUDWH�
LQWHUHVWV�WKDQ�ZLWK�VWUDWHJLF�SROLWLFDO�LVVXHV�RI�FODVV�UXOH��)RUHPRVW�LV�
WKH�TXHVWLRQ�RI�KRZ�EHVW�WR�VWUXFWXUH�WKH�QHZ�JOREDO�HFRQRP\��DFKLHYH�
ZRUOG�RUGHU��DQG�DVVXUH�WKH�ORQJ�WHUP�VWDELOLW\�DQG�UHSURGXFWLRQ�RI�
WKH�V\VWHP��

$OO�WKUHH�IDFWLRQV�DUH��JOREDOLVW��LQ�WKDW�WKHLU�SURMHFWV�DUH�WR�FRQ��
VWUXFW�JOREDO�FDSLWDOLVP��WKH\�DOO�VSHDN�IRU�WKH�7&&�UDWKHU�WKDQ�IRU�
QDWLRQDO�FDSLWDOV��0RUHRYHU��DOO�WKUHH�DUH�QHROLEHUDO�LQ�WKDW�QRQH�
TXHVWLRQ�WKH�HVVHQWLDO�SUHPLVHV�RI�ZRUOG�PDUNHW�OLEHUDOL]DWLRQ�DQG�WKH�
IUHHGRP�RI�WUDQVQDWLRQDO�FDSLWDO��,Q�D�QXWVKHOO��WKH�IUHH�PDUNHW�FRQ��
VHUYDWLYHV�FDOO�IRU�D�FRPSOHWH�JOREDO�ODLVVH]�IDLUH�EDVHG�RQ�DQ�XQGL��
OXWHG�YHUVLRQ�RI�WKH�:DVKLQJWRQ�FRQVHQVXV��7KH�QHROLEHUDO�VWUXFWXU��
DOLVWV�ZDQW�D�JOREDO�VXSHUVWUXFWXUH�WKDW�FRXOG�SURYLGH�D�PRGLFXP�RI�
VWDELOLW\�WR�WKH�YRODWLOH�ZRUOG�ILQDQFLDO�V\VWHP��DGMXVWLQJ�WKH�:DVKLQJ��
WRQ�FRQVHQVXV�ZLWKRXW�LQWHUIHULQJ�ZLWK�WKH�JOREDO�HFRQRP\��$QG�WKH�
QHROLEHUDO�UHJXODWLRQLVWV�FDOO�IRU�D�EURDGHU�JOREDO�UHJXODWRU\�DSSDUD��
WXV�WKDW�FRXOG�VWDELOL]H�WKH�ILQDQFLDO�V\VWHP�DV�ZHOO�DV�DWWHQXDWH�VRPH�
RI�WKH�VKDUSHVW�VRFLDO�FRQWUDGLFWLRQV�RI�JOREDO�FDSLWDOLVP�LQ�WKH�LQWHU��
HVWV�RI�VHFXULQJ�WKH�SROLWLFDO�VWDELOLW\�RI�WKH�V\VWHP��7KH\�HQYLVLRQ�
FUHDWLQJ�D�SRVW�:DVKLQJWRQ�JOREDOLVW�FRQVHQVXV��+RZHYHU��HYHQ�WKH�
UHJXODWLRQLVWV�GR�QRW�SURSRVH�DQ\�VRUW�RI�D�JOREDO�.H\QHVLDQLVP�WKDW�
PLJKW�LQYROYH�UHGLVWULEXWLRQ�RU�VWDWH�FRQWUROV�RQ�WKH�SUHURJDWLYHV�RI�
WUDQVQDWLRQDO�FDSLWDO��

7KH�OHDGLQJ�JOREDOLVW�IDFWLRQ�LV�WKH�VWUXFWXUDOLVWV��LQFOXGLQJ�ILJ��
XUHV�VXFK�DV�3UHVLGHQW�%LOO�&OLQWRQ��*HRUJH�%XVK��-XQLRU�DQG�6HQLRU����
1HZW�*LQJULFK��:RUOG�%DQN�3UHVLGHQW�-DPHV�:ROIHQVRKQ��,0)�0DQ��
DJLQJ�'LUHFWRU�0LFKHO�&DPGHVVXV��FXUUHQF\�VSHFXODWRU�*HRUJH�6RURV��
PDQ\�7ULODWHUDOLVWV�DQG�H[HFXWLYHV�RI�71&V�DQG�PDMRU�ILQDQFLDO�LQVWL��
WXWLRQV��7KH\�KDYH�KDG�LPSRUWDQW�VXFFHVV�LQ�UDSLGO\�GHYHORSLQJ�DQ�
LQFLSLHQW�LQIUDVWUXFWXUH�IRU�WKH�JOREDO�HFRQRP\��VXFK�DV�WKH�1$)7$�
DQG�WKH�*$77��HVWDEOLVKLQJ�WKH�:72��DQG�H[SDQGLQJ�WKH�SRZHU�RI�
WKH�,0)�DQG�:RUOG�%DQN��:KDW�GLVWLQJXLVKHV�WKLV�IDFWLRQ�LV�LWV�DGKHU��
HQFH�WR�QHROLEHUDO�SROLWLFDO�DQG�HFRQRPLF�SROLFLHV��LWV�FRQFHUQ�WR�EXLOG�
D�VWDEOH�DQG�UHJXODWHG�HQYLURQPHQW�IRU�JOREDO�DFFXPXODWLRQ��DQG�LWV�
HIIRUW�WR�SURWHFW�ZRUOG�ILQDQFLDO�LQVWLWXWLRQV�IURP�UXLQ�DQG�IDLOXUH��
2I�WKH������WULOOLRQ�LQYHVWHG�GDLO\�LQ�FXUUHQF\�PDUNHWV��VRPH�WZR�WKLUGV�
LV�KHOG�IRU�VHYHQ�GD\V�RU�OHVV��2QO\�RQH�SHUFHQW�RI�DOO�VSHFXODWLYH�WUDQV��
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DFWLRQV�VWD\�SXW�IRU�D�\HDU�RU�ORQJHU��+XJH�SURILWV�DUH�PDGH�SRVVLEOH�
EHFDXVH�WKLV�LQVWDELOLW\�DQG�TXLFN�PRYHPHQW�RI�PRQH\�UHVXOWV�LQ�UDSLG�
IOXFWXDWLRQV�RI�FXUUHQF\�YDOXHV��,W�LV�WKH�SURVSHFW�RI�H[WUHPH�PDUNHW�
LQVWDELOLW\�JHQHUDWHG�E\�WKLV�IUHQ]LHG�JOREDO�ILQDQFLDO�DFWLYLW\�WKDW�WKH�
VWUXFWXUDOLVWV�ILQG�VR�XQVHWWOLQJ���0DUNHWV�FDQ�PRYH�OLNH�D�ZUHFNLQJ�
EDOO��NQRFNLQJ�RYHU�RQH�HFRQRP\�DIWHU�DQRWKHU���*HRUJH�6RURV�KDV�
ZDUQHG���7KH�VZLQJV�FDQQRW�EH�DYRLGHG�DOWRJHWKHU��EXW�WKH\�QHHG�WR�
EH�EURXJKW�XQGHU�FRQWURO���FLWHG�LQ�+DUULV������������

7KLV�IHDU�ZDV�EURXJKW�KRPH�E\�WKH�$VLDQ�FUDVK��3URSHOOHG�E\�WKH�
RYHUQLJKW�GHYDOXDWLRQ�RI�$VLDQ�FXUUHQF\�DQG�WKH�WLGDO�ZDYH�RI�EDQN��
UXSWFLHV��WKH�,0)�VWHSSHG�LQ�WR�H[SDQG�FRQWURO�RYHU�LQWHUQDWLRQDO�
PRQHWDU\�SROLFLHV�ZLWK�D������ELOOLRQ�EDLORXW�RI�$VLD��IROORZHG�E\�
DQRWKHU�����ELOOLRQ�WR�%UD]LO���7KLV�EDLORXW�VSDUNHG�D�FDVFDGLQJ�GH��
EDWH�DPRQJ�WKH�JOREDOLVWV��&RQVHUYDWLYHV�RSSRVHG�VXFK�VWUXFWXUDO�
LQWHUIHUHQFH�LQ�WKH�IUHH�PDUNHW�DQG�UHJXODWLRQLVWV�UDLVHG�WKH�WRQH�RI�
WKHLU�FRQFHUQ�RYHU�QHROLEHUDO�VRFLDO�SROLFLHV��0XFK�RI�WKH�GLVFXVVLRQ�
IRFXVHG�RQ�VWULFWHU�UHJXODWLRQV�RI�ILQDQFLDO�LQVWLWXWLRQV��EHWWHU�PDU��
NHW�VXSHUYLVLRQ�RI�ULVN�PDQDJHPHQW�SUDFWLFHV��DQG�KRZ�WR�UHVSRQG�
WR�WKH�VRFLDO�IDOORXW�UHVXOWLQJ�IURP�,0)�SROLFLHV��7KH�GHEDWH�DOVR�UH��
YHDOHG�JURZLQJ�GLIIHUHQFHV�EHWZHHQ�WKH�:RUOG�%DQN�DQG�,0)��,Q�IDFW��
WKH�,0)�KDV�LQFUHDVLQJO\�EHHQ�DW�WKH�FHQWHU�RI�WKH�GHEDWH�LQ�WKH�
JOREDOLVW�FDPS��7KH�)XQG�XVHG�WKH�$VLDQ�FULVLV�WR�SODFH�JUHDWHU�OHYHU��
DJH�RQ�WKLUG�ZRUOG�FRXQWULHV�WR�IXUWKHU�RSHQ�XS�WR�JOREDO�FRUSRUD��
WLRQV��,Q�RSSRVLWLRQ�WR�WKH�,0)
V�DSSDUHQW�VWUXFWXUDOLVW�DSSURDFK��WKH�
:RUOG�%DQN�KDV�DGYDQFHG�UHJXODWLRQLVW�DUJXPHQWV��,WV������UHSRUW��
7KH�6WDWH�LQ�D�&KDQJLQJ�:RUOG��TXHVWLRQHG�WKH�SURPRWLRQ�RI�WKH�
�PLQLPDOLVW�VWDWH��DQG�DUJXHG�IRU�D�ODUJHU�JRYHUQPHQWDO�UROH�LQ�SUR��
WHFWLQJ�DQG�FRUUHFWLQJ�PDUNHWV��7KH�UHSRUW�VRXJKW�WR�PRYH��DWWHQ��
WLRQ�IURP�WKH�VWHULOH�GHEDWH�RI�VWDWH�DQG�PDUNHW�WR�WKH�PRUH�IXQGD��
PHQWDO�FULVLV�RI�VWDWH�HIIHFWLYHQHVV���������:KLOH�WKH�UHSRUW�VWUHVVHG�WKDW�
IUHH�PDUNHW�SROLFLHV�VKRXOG�EH�PDLQWDLQHG�DQG�LQ�IDFW�GHHSHQHG��LW�
HPSKDVL]HG�WKDW�

��OLEHUDOL]DWLRQ�LV�QRW�WKH�VDPH�DV�GHUHJXODWLRQ��DQG�
DUJXHG�WKDW�WKH�VWDWH
V�SXUSRVH�LV�LQ��VDIHJXDUGLQJ�WKH�KHDOWK�RI�WKH�
ILQDQFLDO�V\VWHP���������,Q�D�VHFRQG�UHSRUW�LQ�1RYHPEHU������WKH�%DQN�
IRFXVHG�LWV�FULWLFLVP�RQ�SDUWLFXODU�IHDWXUHV�RI�,0)�SROLFLHV��7DUJHWHG�
ZHUH�WKH�,0)
V�UDSLG�SXVK�IRU�WRWDO�ILQDQFLDO�OLEHUDOL]DWLRQ��WKH�QHHG�
WR�FRQWURO�VKRUW�WHUP�LQYHVWPHQWV��DQG�JUHDWHU�DLG�IRU�WKH�SRRU��

7KH�GLIIHUHQFHV�KHUH�DUH�PRUH�RI�WDFWLFV�WKDQ�VWUDWHJ\��7KH�GH��
EDWH�LV�QRW�RYHU�IUHH�WUDGH��RSHQ�PDUNHWV��RU�ORQJ�WHUP�IRUHLJQ�LQ��
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YHVWPHQWV��5DWKHU�LW�FHQWHUV�RQ�KRZ�EHVW�WR�SURWHFW�WKH�JOREDO�ILQDQ��
FLDO�V\VWHP��&DPGHVVXV�EHOLHYHV�WKDW�WKH�FXUUHQW�ZRUOG�FULVLV�FDQ�EH�
WDPHG�E\�PRGHUDWH�SROLF\�DGMXVWPHQWV�UHJDUGLQJ�LQWHUQDWLRQDO�UHJX��
ODWLRQ�DQG�RYHUVLJKW�EXW�WKDW�,0)�SROLFLHV�DUH�EDVLFDOO\�FRUUHFW�DQG�
DOUHDG\�VKRZLQJ�VLJQV�RI�VXFFHVV�LQ�$VLD��7KH�VDPH�DSSURDFK�ZDV�WDNHQ�
E\�3UHVLGHQW�&OLQWRQ
V�IRUPHU�6HFUHWDU\�RI�7UHDVXU\�5REHUW�5XELQ��
KLV�UHSODFHPHQW��/DZUHQFH�6XPPHUV��DQG�%ULWDLQ
V�3ULPH�0LQLVWHU�
7RQ\�%ODLU��)RU�VWUXFWXUDOLVWV�JURXSHG�DURXQG�WKH�,0)�WKH�JOREDO�FULVLV�
FDOOV�IRU�JUHDWHU�FHQWUDOL]DWLRQ��,WDOLDQ�7UHDVXU\�0LQLVWHU�&DUOR�$]HJOLR�
&LDPSL�FDOOHG�IRU�WKH�,0)
V�,QWHULP�&RPPLWWHH�WR�EHFRPH�WKH��HP��
EU\R��RI�DQ�HFRQRPLF�JRYHUQPHQW�IRU�WKH�ZRUOG��7KH�,QWHULP�&RP��
PLWWHH��ZKLFK�&LDPSL�FKDLUV��VHDWV�ILQDQFH�PLQLVWHUV�IURP����FRUH�
FRXQWULHV��&LDPSL�DUJXHV�WKDW�WKH�&RPPLWWHH�VKRXOG��EHFRPH�WKH�
PDLQ�FKDQQHO�RI�FRPPXQLFDWLRQ�EHWZHHQ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�
FRPPXQLW\�DQG�QDWLRQDO�GHFLVLRQ�PDNHUV��EHFDXVH�WKH�FULVLV�PDNHV�
LW��QHFHVVDU\�WR�UHLQIRUFH�WKH�LQVWUXPHQWV�IRU�LQWHUYHQWLRQ�E\�LQWHU��
QDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV���$)3���������7KH�,0)��LQ�KLV�YLHZ��
VKRXOG�EHFRPH�WKLV�LQVWUXPHQW��FLUFXPYHQWLQJ�DQ\�QDWLRQDO�FRQWURO�
RYHU�HFRQRPLF�SROLF\��

7KH�FRQVHUYDWLYHV�DUH�WKH�PRVW�LGHRORJLFDOO\�GULYHQ�VHFWRU�DPRQJ�
WKH�JOREDOLVWV��5HSUHVHQWLQJ�WKLV�WUHQG�DUH�IRUPHU�6HFUHWDU\�RI�6WDWH�
*HRUJH�6FKXOW]��IRUPHU�&LWLEDQN�&(2�DQG�VSHFXODWRU�:DOWHU�:ULVWRQ��
IRUPHU�7UHDVXU\�6HFUHWDU\�DQG�LQWHUQDWLRQDO�VSHFXODWRU�:LOOLDP�6LPRQ��
5HDJDQ�HUD�HFRQRPLVWV�/DZUHQFH�.XGORZ�DQG�0DUWLQ�)HOGVWHLQ��3UHVL��
GHQW�RI�WKH�+HULWDJH�)RXQGDWLRQ�(GZLQ�)HXOQHU��DQG�,DQ�9DVTXH]�RI�
WKH�&DWR�,QVWLWXWH��'HHSO\�LQIOXHQFHG�E\�0LOWRQ�)UHHGPDQ��WKLV�VHF��
WRU�VHHV�DQ\�EXUHDXFUDWLF�FHQWUDO�SODQQLQJ�DV�LQWHUIHUHQFH�LQ�WKH�SXUH�
IXQFWLRQLQJ�RI�WKH�PDUNHW��$V�.XGORZ�KDV�VWDWHG���,0)�VWDWLVP�LV�QR�
EHWWHU�WKDQ�6RYLHW�VWDWLVP���/HUQHU�1HZV�+RXU����&RQVHUYDWLYHV�DUJXH�
WKDW�WKH�PDUNHW�QHHGV�WR�FDUU\�LWV�RZQ�ULVNV��DQG�ILUPV�PXVW�EH�DOORZHG�
WR�IDLO�ZLWKRXW�EHLQJ�VDYHG�E\�LQWHUQDWLRQDO�DJHQFLHV��,W�LV�ZLWKLQ�WKLV�
SURFHVV�WKDW�D�6FKXPSHWHULDQ��FUHDWLYH�GHVWUXFWLRQ��RFFXUV��0RQH\�
LV�IUHHG�IURP�EDG�PDQDJHPHQW�DQG�JRHV�WR�WKRVH�ZKR�NQRZ�EHVW�KRZ�
WR�LQYHVW��%DQNUXSWF\��RU�WKH�GHVWUXFWLYH�VLGH�RI�FDSLWDOLVP��LV�QHFHV��
VDU\�WR�IUHH�FDSLWDO�WR�EH�XVHG�WR�FUHDWH�QHZ�ZHDOWK���&DSLWDOLVP�ZLWK��
RXW�EDQNUXSWF\�LV�OLNH�+HDYHQ�ZLWKRXW�+HOO���DFFRUGLQJ�WR�.XGORZ�
�LELG����6FKXOW]��6LPRQ�DQG�RWKHUV�KDYH�DFWXDOO\�FDOOHG�IRU�WKH�DEROL��
WLRQ�RI�WKH�,0)��$V�DUJXHG�E\�:ULVWRQ��WKH�SRZHU�WR�FKDQJH�JRYHUQ��
PHQW�SROLFLHV�LV�EHVW�OHIW�WR�LQWHUQDWLRQDO�ILQDQFLHUV��QRW�EXUHDXFUDWLF�
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DJHQFLHV���0RQH\�LV�DVVHUWLQJ�LWV�FRQWURO�RYHU�JRYHUQPHQW��GLVFLSOLQ��
LQJ�LUUHVSRQVLEOH�SROLFLHV��DQG�WDNLQJ�DZD\�IUHH�OXQFKHV�HYHU\ZKHUH��,I�
\RXU�HFRQRPLF�SROLFLHV�DUH�ORXV\��WKH�PDUNHW�ZLOO�SXQLVK�\RX�LQVWDQWO\��
,
P�LQ�IDYRU�RI�WKLV�NLQG�RI�HFRQRPLF�GHPRFUDF\�������������������

$�3RVW�:DVKLQJWRQ�&RQVHQVXV"�

:KLOH�WKH�IDFWLRQDO�GLVSXWH�EHWZHHQ�VWUXFWXUDOLVWV�DQG�FRQVHUYD��
WLYHV�UDJHV��VLQFH�WKH�$VLDQ�FUDVK�DQG�5XVVLDQ�GHEDFOH�WKH�UHJXOD��
WLRQLVWV�KDYH�EHHQ�JURZLQJ�LQ�LPSRUWDQFH��5HJXODWLRQLVWV�VXSSRUW�IUHH�
PDUNHWV��SULYDWL]DWLRQ��DQG�WKH�VWUXFWXUHV�RI�JOREDO�FDSLWDOLVP��%XW�ZLWK�
H[SDQGLQJ�SRYHUW\�WKH\�KDYH�FRPH�WR�TXHVWLRQ�WKH�FRPSOHWH�GHUHJX��
ODWLRQ�RI�ODERU�PDUNHWV��FXWV�LQ�VRFLDO�VHUYLFHV��DQG�JRYHUQPHQW
V�DE��
GLFDWLRQ�RI�D�PRGLFXP�RI�UHJXODWLRQ��7KH\�ZDQW�WR�XVH�JOREDO�SROLWL��
FDO�DQG�UHJXODWRU\�VWUXFWXUHV�WR�WDPH�WKH�PRVW�GHVWUXFWLYH�IHDWXUHV�RI�
WKH�IUHH�PDUNHW��7KH\�UHFRJQL]H�WKH�YDVW�LQHTXDOLWLHV�FUHDWHG�E\�XQ��
UHJXODWHG�FDSLWDOLVP��DQG�IHDU�WKH�SROLWLFDO�XSKHDYDOV�WKDW�PD\�UHVXOW��

$V�WKH�FULVLV�LQ�$VLD�VSUHDG�WR�5XVVLD�DQG�%UD]LO�VRPH�VWUXFWXUDO��
LVWV�OLNH�.LVVLQJHU�DQG�:ROIHQVRKQ��DORQJ�ZLWK�+DUYDUG�HFRQRPLVW�DQG�
:()�DGPLQLVWUDWRU�-HIIUH\�6DFKV��EHJDQ�WR�VKDUH�VRPH�RI�WKH�FRQFHUQV�
RI�WKH�UHJXODWLRQLVWV�DQG�GHEDWHG�KRZ�EHVW�WR�DGGUHVV�WKH�SROLWLFDO�
DQG�VRFLDO�IDOORXW�RI�WKH�FULVLV��:ROIHQVRKQ��SHUKDSV�SXVKHG�E\�OLEHU��
DOV�VXFK�DV�-RVHSK�6WLJOLW]�LQVLGH�WKH�:RUOG�%DQN��KDV�H[SUHVVHG�FRQ��
FHUQ�IRU�WKRVH�WKURZQ�LQWR�SRYHUW\�E\�,0)�SROLFLHV��)ROORZLQJ�WKH�
UHVLJQDWLRQ�RI�,QGRQHVLDQ�3UHVLGHQW�6XKDUWR��+HQU\�.LVVLQJHU�MRLQHG�
WKH�GHEDWH��H[SUHVVLQJ�IHDU�WKDW��WKH�LQGLVFULPLQDWH�JOREDOLVP�RI�WKH�
����V�PD\�JHQHUDWH�D�ZRUOGZLGH�DVVDXOW�RQ�WKH�YHU\�FRQFHSW�RI�IUHH�
ILQDQFLDO�PDUNHWV��LQ�WKH�VDPH�PDQQHU�WKDW�HDUO\�FDSLWDOLVP��VSDZQHG�
0DU[LVP����������8SVHW�RYHU�WKH�SROLWLFDO�H[SORVLRQV�WKHQ�VZHHSLQJ�
,QGRQHVLD��.LVVLQJHU�FRPSODLQHG�WKDW�WKH��,0)�KDV�XWWHUO\�IDLOHG�WR�
JUDVS�WKH�SROLWLFDO�LPSDFW�RI�LWV�DFWLRQV��EHFDXVH�RI�LWV��H[FHVVLYH�
HPSKDVLV�RQ�HFRQRPLFV���LELG����6XSSRUWLQJ�:ROIHQVRKQ�
V�SRVLWLRQ��
KH�DUJXHG�WKDW�VWDWHV�VKRXOG�SURYLGH�D��VRFLDO�VDIHW\�QHW�DQG�FXUE�
PDUNHW�H[FHVVHV�E\�UHJXODWLRQ���

6RPH�UHJXODWLRQLVWV�KDYH�DFWXDOO\�TXHVWLRQHG�LPSRUWDQW�DVSHFWV�
RI�WKH�:DVKLQJWRQ�&RQVHQVXV�DV�WKH�EHVW�ZD\�IRUZDUG�IRU�FRQVWUXFW��
LQJ�WKH�JOREDO�HFRQRP\��7KLV�ZLQJ�RI�JOREDOLVWV�LQ�WKH�8QLWHG�6WDWHV�
LQFOXGHV�D�VLJQLILFDQW�IDFWLRQ�RI�WKH�'HPRFUDWLF�3DUW\��ZLWK�VXFK�VSRNHV��
SHUVRQV�DV�&RQJUHVVPHQ�'LFN�*HSKDUW�DQG�'DYH�%RQLRU��IRUPHU�
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6HFUHWDU\�RI�/DERU�5REHUW�5HLFK��SOXV�D�JURZLQJ�QXPEHU�RI�LQIOXHQ��
WLDO�HFRQRPLVWV�DQG�EXVLQHVV�ILJXUHV��,Q�(XURSH��$VLD��DQG�WKH�7KLUG�
:RUOG��LW�LV�UHSUHVHQWHG�E\�PDMRU�ODERU�DQG�VRFLDO�GHPRFUDWLF�SDU��
WLHV��VXFK�DV�%ODLU
V��QHZ��/DERU��WKH�VRFLDO�GHPRFUDWV�LQ�*HUPDQ\�
DQG�)UDQFH��WKH�UXOLQJ�FRDOLWLRQ�LQ�%UD]LO��DQG�-DSDQ
V�9LFH�)LQDQFH�
0LQLVWHU�(OVXKH��0U��<HQ��6DNDNLEDUD��'HVSLWH�WKHLU�QDWLRQDOLVW�DQG�
SURWHFWLRQLVW�UKHWRULF��ZKLFK�LV�RIWHQ�WKHLU�OHJLWLPL]LQJ�GLVFRXUVH��
WKHVH�JURXSV�GR�QRW�UHSUHVHQW�QDWLRQDO�IUDFWLRQV�RI�FDSLWDO�EXW�DUH�
FRPPLWWHG�WR�JOREDO�FDSLWDOLVP��+RZHYHU��WKH\�KDYH�FDOOHG�IRU�VWURQ��
JHU�ODERU�VWDQGDUGV�DQG�HQYLURQPHQWDO�SURWHFWLRQ�LQ�WKH�JURZLQJ�
QXPEHU�RI�LQWHUQDWLRQDO�DJUHHPHQWV��DQG�VRPH�DUJXH�IRU�D�VORZGRZQ�
LQ�FDSLWDO�PRELOLW\�XVLQJ�GLIIHUHQW�UHJXODWRU\�GHYLFHV��

)RU�KLV�SDUW��DOWKRXJK�KH�LV�D�FXUUHQF\�VSHFXODWRU��*HRUJH�6RURV�
KDV�VWDWHG�WKDW�KLV�IHOORZ�VSHFXODWRUV�WKUHDWHQ�WR�GHVWUR\�WKH�YHU\�V\V��
WHP�WKDW�KDV�FUHDWHG�WKHLU�ZHDOWK��,Q�7KH�$OFKHP\�RI)LQDQFHKH�FODLPV��
�,QVWDELOLW\�LV�FXPXODWLYH��VR�WKDW�WKH�HYHQWXDO�EUHDNGRZQ�RI�IUHHO\�
IORDWLQJ�H[FKDQJH�LV�HQVXUHG����������$V�D�UHVXOW��KH�DUJXHV��WKH�SUL��
YDWH�VHFWRU�LV��LOO�VXLWHG�WR�DOORFDWH�LQWHUQDWLRQDO�FUHGLW��EHFDXVH�LWV�
JRDOV�DUH�WR�PD[LPL]H�SURILWV�DQG�QRW�PDLQWDLQ�PDFURHFRQRPLF�VWD��
ELOLW\��+LV�VROXWLRQ�LV�WR�FUHDWH�D�QHZ�,QWHUQDWLRQDO�&UHGLW�,QVXUDQFH�
&RUSRUDWLRQ�WKDW�ZRXOG�JXDUDQWHH�ORDQV�E\�VHWWLQJ�D�FHLOLQJ�RQ�WKH�
DPRXQWV�LQVXUHG��6SHFXODWLYH�LQYHVWPHQWV�EH\RQG�LQVXUHG�DPRXQWV�
ZRXOG�EH�ORVW�WKURXJK�IDLOXUHV��UDWKHU�WKDQ�EHLQJ�VDYHG�E\�,0)�EDLO��
RXWV��6RURV�XQGHUVWDQGV�WKDW�IXUWKHU�UHJXODWLRQ�ZLOO��RXWUDJH�WKH�IL��
QDQFLDO�FRPPXQLW\���EXW�LQ�KLV�YLHZ��WKH�PDLQ�HQHP\�RI�WKH�RSHQ�
>�GHPRFUDWLF�@�VRFLHW\�LV�QR�ORQJHU�WKH�FRPPXQLVW�EXW�WKH�FDSLWDOLVW�
WKUHDW���FLWHG�LQ�+DUULV������������

:KDW�WKHVH�YDULHG�SURQRXQFHPHQWV�SRLQW�WR�LV�JURZLQJ�FUDFNV�
LQ�WKH�:DVKLQJWRQ�FRQVHQVXV��DV�SHUKDSV�EHVW�H[SUHVVHG�E\�-RVHSK�
6WLJOLW]��6HQLRU�9LFH�3UHVLGHQW�DQG�FKLHI�HFRQRPLVW�RI�WKH�:RUOG�%DQN��
IRUPHU�&KDLU�RI�WKH�8��6��&RXQFLO�RI�(FRQRPLF�$GYLVRUV��DQG�D�NH\�
YRLFH�LQ�WKH�UHJXODWLRQLVW�ZLQJ��,Q�DQ�$SULO�������VSHHFK�GHOLYHUHG�LQ�
+HOVLQNL��6WLJOLW]�ODXQFKHG�D�PDMRU�FULWLFLVP�RI�WKH�:DVKLQJWRQ�FRQ��
VHQVXV��FDOOLQJ�LW��LQFRPSOHWH�DQG�PLVOHDGLQJ���6WLJOLW]��DQ�LPSRUWDQW�
RUJDQLF�LQWHOOHFWXDO�RI�WKH�7&&��DUJXHG�WKDW��JRYHUQPHQW�KDV�DQ�
LPSRUWDQW�UROH�LQ�UHVSRQGLQJ�WR�PDUNHW�IDLOXUHV��DQG��LQ�DSSURSUL��
DWH�UHJXODWLRQ��LQGXVWULDO�SROLF\��VRFLDO�SURWHFWLRQ�DQG�ZHOIDUH���6WLJOLW]�
FDOOHG�IRU�D�SRVW�:DVKLQJWRQ�FRQVHQVXV�WKDW�ZRXOG�H[SDQG�WKH�UROH�
RI�JRYHUQPHQW�WR�SURYLGH�XQLYHUVDO�HGXFDWLRQ��WUDQVIHU�WHFKQRORJ\�
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WR�WKH�SXEOLF�VSKHUH��DQG�HQDEOH�LQFUHDVHV�LQ�OLYLQJ�VWDQGDUGV��LP��
SURYHG�KHDOWK��DQG�D�KHDOWK\�HQYLURQPHQW��

7RZDUGV�D�1HZ�3ROLWLFDO�&RQILJXUDWLRQ�"�
7KH��7KLUG�:D\�

��DQG�WKH�3ROLWLFV�RI�([FOXVLRQ�

:LOO�D�QHZ�SROLWLFDO�FRQILJXUDWLRQ�HPHUJH�RXW�RI�WKHVH�VSOLWV�DQG�
WHQGHQFLHV�ZLWKLQ�WKH�7&&"�:KDW�ZRXOG�WKH�SROLWLFV�RI�VXFK�D�FRQ��
ILJXUDWLRQ�ORRN�OLNH"�7KH�ULVH�RI�WKH�UHJXODWLRQLVWV�DQG�WKH�LQFUHDV��
LQJ�PDUJLQDOL]DWLRQ�RI�WKH�IUHH�PDUNHW�FRQVHUYDWLYHV�VXJJHVW�WKDW�WKH�
ILUVW�SKDVH�LQ�WKH�SURMHFW�RI�WKH�JOREDOLVW�EORF�PD\�EH�FRPLQJ�WR�DQ�
HQG��7KH�ULVH�RI�D�QHZ�RUGHU�DOZD\V�LQYROYHV�D��UHYROXWLRQDU\��SKDVH�
WKDW�EULQJV�GRZQ�WKH�ROG�RQH�LW�LV�UHSODFLQJ��IROORZLQJ�E\�D�PRUH�
�PRGHUDWLQJ��SKDVH�LQ�ZKLFK�WKH�QHZ�RUGHU�LV�VWDELOL]HG�DQG�LQVWLWX��
WLRQDOL]HG��7KH�UHYROXWLRQDU\�SKDVH�LQ�WKH�ULVH�WR�KHJHPRQ\�RI�WUDQV��
QDWLRQDO�FDSLWDO�DQG�WKH�7&&�ZDV�ODXQFKHG�E\�WKH�5HDJDQ�DQG�7KDWFKHU�
UHJLPHV��LQGHHG��WKH�5HDJDQ�DGPLQLVWUDWLRQ�ZDV�GRPLQDWHG�E\�IUHH��
PDUNHW�FRQVHUYDWLYHV���7KH�JOREDOLVW�SURMHFW�DSSHDUHG�LQ�WKH�����V�
LQ�LWV�PRUH�GRJPDWLF�DQG�LGHRORJLFDO�IRUP��7KH�LQVWLWXWLRQDO�VWUXF��
WXUHV�RI�WKH�ROG�V\VWHP�ZHUH�DVVDXOWHG�DQG�EURXJKW�GRZQ�ZLWK�WKHLU�
PLOLWDQF\�DQG�H[WUHPH�IRUP�RI�QHROLEHUDOLVP��WKH�ROG�V\VWHP�LQ�WKH�
SHULRG�SUHFHGLQJ�JOREDOL]DWLRQ�ZHUH�GLYHUVH�.H\QHVLDQ�ZHOIDUH�DQG�
GHYHORSPHQWDOLVW�UHJLPHV�DURXQG�WKH�ZRUOG��%XW�E\�WKH�ODWH�����V�LW�
DSSHDUHG�WKDW�WKH�JOREDOLVW�SURMHFW�ZDV�PRYLQJ�LQWR�D�PRGHUDWLQJ�
SKDVH�LQ�ZKLFK�VWUXFWXUDOLVWV�DQG�UHJXODWLRQLVWV�ZHUH�EHJLQQLQJ�WR�
FRDOHVFH�DURXQG�D�QHZ�SROLWLFDO�FRQILJXUDWLRQ��

7KLV�FRQILJXUDWLRQ�LV�WKH�VR�FDOOHG��7KLUG�:D\���RQFH�DJDLQ�ILUVW�
SURPXOJDWHG�LQ�WKH�8QLWHG�6WDWHV�DQG�*UHDW�%ULWDLQ��LQ�WKH�IRUP�RI�
WKH�&OLQWRQ�DQG�%ODLU�UHJLPHV��DV�LQVWLWXWLRQDO�VWDELOL]HUV�RI�WKH�QHZ�
RUGHU��%\�WKH�ODWH�����V��ZLWK�WKH�ULVH�RI�&KDQFHOORU�*HUKDUG�6FKURGHU�
LQ�*HUPDQ\��WKH�7KLUG�:D\��DOVR�FDOOHG�WKH��1HZ�0LGGOH���EHJDQ�WR�
FU\VWDOOL]H�DURXQG�WKLV�WULDG�DV�DQ�HPHUJHQW�SROLWLFDO�SURMHFW�RI�JOREDO�
FDSLWDOLVP��DQG�WR�DFTXLUH�DGKHUHQWV�LQ�QXPHURXV�FRXQWULHV�DURXQG�
WKH�ZRUOG��IURP�%UD]LO�DQG�1HZ�=HDODQG�WR�6RXWK�$IULFD��IURP�6SDLQ�
DQG�7DLZDQ�WR�$UJHQWLQD�DQG�-DSDQ��0XUSK\��������UHYLHZV�FRPSHW��
LQJ�VWUDWHJLF�DSSURDFKHV�WR�ZRUOG�RUGHU�DPRQJ�WKH�JOREDO�HOLWH��+H�
LGHQWLILHV�ILYH�SROLWLFDO�SRVLWLRQV���QHROLEHUDOLVP����7KLUG�:D\�OLEHU��
DOLVP���D��VRIWHU�7KLUG�:D\�OLEHUDOLVP���D��JOREDO�VRFLDO�GHPRFUDWLF�
YLHZ���DQG�DQ��DFFRXQWDEOH�KXPDQLWDULDQ��YLHZ��+H�SUHGLFWV�WKH�FRP��

This content downloaded from 212.175.32.139 on Sun, 2 Feb 2014 09:34:57 AM
All use subject to JSTOR Terms and Conditions



7+(�75$161$7,21$/�&$3,7$/,67�&/$66� ���

LQJ�WULXPSK�RI��7KLUG�:D\�OLEHUDOLVP���RU��VRIW�QHROLEHUDOV�����ZKLFK�
VHHPV�WR�EH�D�K\EULG�RI�ZKDW�ZH�UHIHU�WR�KHUH�DV�QHROLEHUDO�VWUXFWXU��
DOLVWV�DQG�UHJXODWLRQLVWV��$�7KLUG�:D\�LGHRORJ\��LQ�KLV�DQDO\VLV��LV�OLNHO\�
WR�EHFRPH�KHJHPRQLF�LQ�WKH�IDFH�RI�WKH�LQWUDFWDEOH�SUREOHPV�DQG�
WKH�OHJLWLPDF\�FULVLV�RI�QHROLEHUDOLVP�7KH�SURJUDP��KRZHYHU��ZRXOG�
QRW�TXHVWLRQ�WKH�SUHPLVHV�RI�DQ�HYHU�PRUH�RSHQ�DQG�LQWHJUDWHG�JOR��
EDO�HFRQRP\��

,I�WKH�JOREDOLVW�SURMHFW�ILQGV�LWV�LQWHOOHFWXDO�OHJLWLPDWLRQ�LQ�QHR��
FODVVLFDO�HFRQRPLFV��WKH�7KLUG�:D\�GUDZV�DV�ZHOO�RQ�WKH��QHZ�LQVWLWX��
WLRQDO�HFRQRPLFV��ZLWKRXW�DFWXDOO\�TXHVWLRQLQJ�IUHH�PDUNHW�SULQFLSOHV�
RU�FKDOOHQJLQJ�WKH�SUHURJDWLYH�RI�FDSLWDO��LW�LV�QR�ZRQGHU�WKDW�-RVHSK�
6WLJOLW]�RI�WKH�:RUOG�%DQN�LV�DOVR�D�OHDGLQJ�HFRQRPLVW�IURP�WKH�QHZ�
LQVWLWXWLRQDOLVW�VFKRRO����7KH�QHZ�LQVWLWXWLRQDO�HFRQRPLFV�HPSKDVL]HV�
WKH�SUREOHPV�RI�HFRQRPLF�FRRUGLQDWLRQ�LQ�WKH�IUHH�PDUNHW�DQG�WKHLU�
UHVROXWLRQ�WKURXJK�WKH�PDQDJHPHQW�DFWLYLWLHV�RI��H[SHUWV��LQ�WKH�VWDWH��
7KHRUHWLFDOO\��WKLV�DSSURDFK�DUJXHV�WKDW�WKH�VWDWH��ZKLFK�KDV�WKH�DX��
WKRULW\�WR�FUHDWH�PRQH\��LQIOXHQFH�LQWHUHVW�UDWHV��HQFRXUDJH�WHFKQL��
FDO�GHYHORSPHQW�DQG�UHVHDUFK�WKURXJK�HGXFDWLRQDO�DQG�UHJLRQDO�
SROLF\��DQG�VR�RQ��FDQ�LQIOXHQFH�HFRQRPLF�DFWLYLW\�ZLWKRXW�LQWHUIHU��
LQJ�GLUHFWO\�LQ�WKH�PDUNHW�E\�FUHDWLQJ�D�PRUH�SUHGLFWDEOH�HFRQRPLF�
HQYLURQPHQW��VHH��LQWHU�DOLD��&ROH��IRUWKFRPLQJ���,Q�WKH�7KLUG�:D\�
GLVFRXUVH��WKLV�LV��DQ�HQDEOLQJ�UDWKHU�WKDQ�D�EXUHDXFUDWLF�JRYHUQPHQW��
�'HPRFUDWLF�/HDGHUVKLS�&RXQFLO���������+HUH�ZH�PD\�QRWH�WKDW�WKH�
ULVH�RI�DQ�HFRQRPLF�GRFWULQH�WKDW�HPSKDVL]HV�WKH�FRRUGLQDWLRQ�RI�
LQGLYLGXDO�SURGXFHUV�DQG�WKH�SURYLVLRQ�RI�DQ�RSWLPDO�LQVWLWXWLRQDO�DQG�
LQIUDVWUXFWXUDO�HQYLURQPHQW�IRU�FDSLWDO��ZLWKRXW�FKDOOHQJLQJ�WKH�SUH��
URJDWLYHV�RI�FDSLWDO��FORVHO\�PLUURUV�WKH�ULVH�RI�SRVW�)RUGLVW��IOH[LEOH��
PRGHOV�RI�DFFXPXODWLRQ��RU�WKH�VR�FDOOHG��1HZ�(FRQRP\���7KH�GRF��
WULQH�HPSKDVL]HV�FRPSOH[�FRRUGLQDWLRQ�DPRQJ�GHFHQWUDOL]HG�DQG�
YHUWLFDOO\�GLVLQWHJUDWHG�SURGXFWLRQ�SURFHVVHV��DV�ZHOO�DV�D�QHZ�DQG�
PRUH�VRSKLVWLFDWHG�LQIUDVWUXFWXUDO�HQYLURQPHQW��VXFK�DV�FRPPXQL��
FDWLRQ�JULGV�DQG�LQIRUPDWLRQ�KLJKZD\V��� �JRRGV��ZKLFK�WKH�PRUH�
�SXUH��QHROLEHUDO�ODLVVH]�IDLUH�VWDWH�LV�LOO�HTXLSSHG�WR�SURYLGH��

7KLUG�:D\�SROLWLFLDQV�KDYH�SODFHG�XQHPSOR\PHQW��SRYHUW\��DQG�
LQHTXDOLW\�EDFN�RQ�WKH�HFRQRPLF�SROLF\�DJHQGD��DOWKRXJK�WKHVH�DUH�
QR�ORQJHU�WR�EH�WDFNOHG�WKURXJK�VWDWH�LQWHUYHQWLRQLVW�PHFKDQLVPV��
7KH�SURJUDP�UHDIILUPV�WKH�VHW�RI�PDFURHFRQRPLF�ILVFDO�DQG�PRQ��
HWDU\�SROLFLHV�DVVRFLDWHG�ZLWK�QHROLEHUDOLVP��WKH�ZLWKGUDZDO�RI�WKH�
VWDWH�IURP��HFRQRPLF�LVVXHV���VWDWH�UHJXODWLRQ�RI�FDSLWDO��DQG�WKH�
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FRQWLQXHG�UROOEDFN�RI�WKH�ZHOIDUH�VWDWH��%XW�WKHVH�DVSHFWV�DUH�FRP��
ELQHG�ZLWK�D�QHZ�HPSKDVLV�RQ��VRFLDO�LVVXHV��DQG�D�TXLWH�OLEHUDO�
VWDQFH�RQ�WKHVH�PDWWHUV��HPSKDVL]LQJ��LQ�WKH�EHVW�ERXUJHRLV�WUDGL��
WLRQ��HTXDOLW\�RI�RSSRUWXQLW\��D�QHZ�SROLWLFDO�FXOWXUH�RI��PDUNHW�
LQGLYLGXDOLVP���DQG�ORFDO�SROLWLFDO�GHFHQWUDOL]DWLRQ��6RFLDO�SURJUDPV�
VXFK�DV�HGXFDWLRQ�DQG�KHDOWK�FDUH�WKDW�JHQHUDWH�WKH��KXPDQ�FDSL��
WDO��ZKLFK�KLJK�WHFK�LQIRUPDWLRQ�FDSLWDOLVP�UHTXLUHV�DUH�JLYHQ�KLJK�
SURILOH��DV�LV�WKH�FUHDWLRQ�RI�D��IOH[LEOH�ODERU�PDUNHW���,I��LQ�)UHGHULFN�
-DPHVRQ
V��������IDPRXV�DVVHVVPHQW��SRVW�PRGHUQLVP�LV�WKH��FXO��
WXUDO�ORJLF��RI�ODWH�FDSLWDOLVP��WKH�7KLUG�:D\�PD\�WXUQ�RXW�WR�EH�WKH�
HPHUJLQJ��SROLWLFDO�ORJLF��RI�JOREDO�FDSLWDOLVP��ZLWK�LWV�DWWHQGDQW�
IRUPV�RI�IOH[LEOH�DFFXPXODWLRQ��

%XW�FDQ�D��7KLUG�:D\��SROLWLFDO�FRQILJXUDWLRQ�VWDELOL]H�WKH�UXOH�
RI�WKH�7&&"�1R�HPHUJHQW�UXOLQJ�FODVV�FDQ�VWDELOL]H�D�QHZ�RUGHU�ZLWK��
RXW�GHYHORSLQJ�GLYHUVH�PHFKDQLVPV�RI�OHJLWLPDWLRQ�DQG�VHFXULQJ�D�
VRFLDO�EDVH��� WKH�FRQVWUXFWLRQ�RI�ZKDW�*UDPVFL�FDOOHG�D�KLVWRULF�EORF��
6XFK�D�EORF�LQYROYHV�D�FRPELQDWLRQ�RI�WKH�FRQVHQVXDO�LQWHJUDWLRQ�
WKURXJK�PDWHULDO�UHZDUG�IRU�VRPH��DQG�WKH�FRHUFLYH�H[FOXVLRQ�RI�
RWKHUV�WKDW�WKH�V\VWHP�LV�XQZLOOLQJ�RU�XQDEOH�WR�FRRSW��

*OREDO�VRFLHW\�LV�LQFUHDVLQJ�FKDUDFWHUL]HG�E\�D�WKUHH�WLHUHG�VRFLDO�
VWUXFWXUH��7KH�ILUVW�WLHU�LV�PDGH�XS�RI�VRPH��������RI�WKH�SRSXOD��
WLRQ�LQ�FRUH�FRXQWULHV�DQG�OHVV�LQ�SHULSKHUDO�FRXQWULHV��WKRVH�ZKR�KROG�
�WHQXUHG��HPSOR\PHQW�LQ�WKH�JOREDO�HFRQRP\�DQG�DUH�DEOH�WR�PDLQ��
WDLQ��DQG�HYHQ�H[SDQG��WKHLU�FRQVXPSWLRQ��7KH�VHFRQG�WLHU��VRPH�����
LQ�WKH�FRUH�DQG��������LQ�WKH�SHULSKHU\��IRUP�D�JURZLQJ�DUP\�RI�
�FDVXDOL]HG��ZRUNHUV�ZKR�IDFH�FKURQLF�LQVHFXULW\�LQ�WKH�FRQGLWLRQV�
RI�WKHLU�HPSOR\PHQW�DQG�WKH�DEVHQFH�RI�DQ\�FROOHFWLYH�LQVXUDQFH�
DJDLQVW�ULVN�SUHYLRXVO\�VHFXUHG�E\�WKH�ZHOIDUH�VWDWH��7KH�WKLUG�WLHU��
VRPH�����RI�WKH�SRSXODWLRQ�LQ�WKH�FRUH�FDSLWDOLVW�FRXQWULHV��DQG�VRPH�
����RU�PRUH�LQ�SHULSKHUDO�FRXQWULHV��UHSUHVHQWV�WKRVH�VWUXFWXUDOO\�
H[FOXGHG�IURP�SURGXFWLYH�DFWLYLW\�DQG�FRPSOHWHO\�XQSURWHFWHG�ZLWK�
WKH�GLVPDQWOLQJ�RI�ZHOIDUH�DQG�GHYHORSPHQWDOLVW�VWDWHV��WKH��VXSHU��
IOXRXV��SRSXODWLRQ�RI�JOREDO�FDSLWDOLVP��VHH��LQWHU�DOLD��+XWWRQ��������
+RRJYHOW���������

:LWKLQ�WKLV�SRODUL]HG�VRFLDO�VWUXFWXUH��WKH�7KLUG�:D\�LV�VHHNLQJ�
WR�VHFXUH�D�ILUP�VRFLDO�EDVH�LQ�WKH�ILUVW�WLHU��WR�GUDZ�LQ�WKH�VHFRQG�
WLHU��DQG�WR�FRQWDLQ�WKH�WKLUG�WLHU��,Q�WKLV��SROLWLFV�RI�H[FOXVLRQ��WKH�
SUREOHP�RI�VRFLDO�FRQWURO�EHFRPHV�SDUDPRXQW��7KHUH�LV�D�VKLIW�IURP�
WKH�VRFLDO�ZHOIDUH�VWDWH�WR�WKH�VRFLDO�FRQWURO��SROLFH��VWDWH��UHSOHWH�
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ZLWK�WKH�GUDPDWLF�H[SDQVLRQ�RI�SXEOLF�DQG�SULYDWH�VHFXULW\�IRUFHV��
WKH�PDVV�LQFDUFHUDWLRQ�RI�WKH�H[FOXGHG�SRSXODWLRQ��GLVSURSRUWLRQ��
DWHO\�PLQRULWLHV����QHZ�IRUPV�RI�VRFLDO�DSDUWKHLG�PDLQWDLQHG�WKURXJK�
FRPSOH[�VRFLDO�FRQWURO�WHFKQRORJLHV��UHSUHVVLYH�DQWL�LPPLJUDWLRQ�
OHJLVODWLRQ��DQG�VR�RQ��,W�KDV�DOVR�HQWDLOHG��XQGHU�WKH�7KLUG�:D\
V�
GHFHSWLYH�GLVFRXUVH�RI��ORFDO�SROLWLFV��DQG��FRPPXQLW\�HPSRZHU��
PHQW���D�VKLIW�LQ�WKH�UHVSRQVLELOLW\�IRU�VRFLDO�UHSURGXFWLRQ�IURP�WKH�
VWDWH�DQG�VRFLHW\�DV�D�ZKROH�WR�WKH�PRVW�PDUJLQDOL]HG�FRPPXQLWLHV�
WKHPVHOYHV����7KLV�LV��DV�+RRJYHOW�QRWHV��DQ�DWWHPSW�WR��FRQWDLQ�WHU��
ULWRULDOO\�DQG�LGHRORJLFDOO\��H[FOXGHG�JURXSV��WR�RUJDQL]H��WKH�SRRU�
DQG�WKH�PDUJLQDOL]HG�WR�FDUH�IRU�DQG�FRQWDLQ�DQG�FRQWURO�WKHP��
VHOYHV�������������

,Q�VXP��LW�LV�QRW�FOHDU�WKDW�WKH�JOREDOLVW�EORF�ZLOO�FRQVROLGDWH�LWV�
HFRQRPLF�DQG�SROLWLFDO�KHJHPRQ\��7KH�IUDJLOLW\�RI�WKH�ZRUOG�PRQ��
HWDU\�V\VWHP�ZLOO�EH�D�VRXUFH�RI�JURZLQJ�WHQVLRQV�ZLWKLQ�WKH�LQQHU�
FLUFOHV�RI�WKH�7&&�DV�LW�VHDUFKHV�IRU�D�IRUPXOD�WKDW�FRXOG�LPSDUW�VRPH�
UHJXODWRU\�RUGHU�WR�WKH�V\VWHP��+RZHYHU��WKH�SULQFLSDO�VRXUFH�RI�WHQ��
VLRQ�ZLOO�EH�RYHU�KRZ�WR�DYHUW�WKH�WKUHDW�IURP�EHORZ��,W�LV�QRW�FOHDU�LQ�
WKH�QHZ�HSRFK�KRZ�WKH�FRQWUDGLFWLRQV�RI�JOREDO�FDSLWDOLVP�ZLOO�EH�
SOD\HG�RXW��LQ�SDUWLFXODU��WKRVH�RI�RYHUDFFXPXODWLRQ�DQG�ZRUOGZLGH�
VRFLDO�SRODUL]DWLRQ��%XW�WKHVH�FRQWUDGLFWLRQV�DQG�WKH�WHQVLRQV�WKH\�
JHQHUDWH�ZLWKLQ�WKH�JOREDOLVW�EORF�FHUWDLQO\�RSHQ�XS�QHZ�RSSRUWXQL��
WLHV�IRU�HPDQFLSDWRU\�SURMHFWV�IURP�JOREDO�ODERU��$Q�H[SDQGLQJ�WUDQV��
QDWLRQDO�SUROHWDULDW�LV�WKH�DOWHU�HJR�RI�WKH�7&&��6WUXJJOH�EHWZHHQ�WKH�
WZR�ZLOO�VKDSH�WKH�IXUWKHU�FODVV�GHYHORSPHQW�RI�WKH�QHZ�JOREDO�UXO��
LQJ�FODVV�DQG�WKH�G\QDPLFV�RI�HPHUJLQJ�JOREDO�VRFLHW\��

'HSDUWPHQW�RI�6RFLRORJ\�DQG�$QWKURSRORJ\�
1HZ�0H[LFR�6WDWH�8QLYHUVLW\�
3�2��%R[�������
/DV�&UXFHV��10������������
ZLURELQV#QPVX��HGX�

'H9U\�,QVWLWXWH�RI�7HFKQRORJ\�
�����1RUWK�&DPSEHOO�$YHQXH�
&KLFDJR��,/������������
MHUU\KDUULV#LJF��RUJ�

���+HUH�LV�KRZ�7KLUG�:D\�GRFXPHQWV�SXW�LW���7KH�7KLUG�:D\�SKLORVRSK\�VHHNV����� DQ�HWKLF�
RI�PXWXDO�UHVSRQVLELOLW\�WKDW�HTXDOO\�UHMHFWV�WKH�SROLWLFV�RI�HQWLWOHPHQW�DQG�WKH�SROLWLFV�RI�
VRFLDO�DEDQGRQPHQW�������QHZ�DSSURDFKHV�WR�JRYHUQLQJ�WKDW�HPSRZHUV�FLWL]HQV�WR�DFW�IRU�
WKHPVHOYHV���'HPRFUDWLF�/HDGHUVKLS�&RXQFLO���������
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$JHQFH�)UDQFH�3UHVV���������,0)�0XVW�%HFRPH�
(PEU\R
�RI�:RUOG�*RYHUQPHQW��
,WDO\���'LVSDWFK�GDWHG�����������GDWHOLQHG�5RPH��

$PLQ��$VK��HG��������3RVW�)RUGLVP��$�5HDGHU��2[IRUG��%ODFNZHOO��
$UULJKL��*LRYDQQL��������7KH�/RQJ�7ZHQWLHWK�&HQWXU\��/RQGRQ��9HUVR��
%DUQHW��5LFKDUG�DQG�5RQDOG�0XHOOHU��������*OREDO�5HDFK��7KH�3RZHU�RI�WKH�0XOWL��

QDWLRQDO�&RUSRUDWLRQ��1HZ�<RUN��6LPRQ�DQG�6FKXVWHU��
%DVV��7KRPDV���������:DQW�WR�.QRZ�$ERXW�WKH�)XWXUH�RI�0RQH\"�7DON�WR�:DOWHU�

:ULVWRQ���:LUHG��2FWREHU������������
%HFNHU��'DYLG�*���-HII�)ULHGHQ��6D\UH�3��6FKDUW]��DQG�5LFKDUG�/��6NODU��������3RVW��

LPSHULDOLVP�,QWHUQDWLRQDO�&DSLWDOLVP�DQG�'HYHORSPHQW�LQ�WKH�/DWH�7ZHQWLHWK�&HQWXU\��
%RXOGHU��/\QQH�5LHQQHU��

%XVLQHVV�:HHN������D���3VVW��:DQW�D�1LFH�3LHFH�RI�&KDHERO"��0D\������������
� ������E���7KH�<HDU�RI�WKH�'HDO���-XO\������������
%HOOR��:DLGHQ��������������7KH�$VLDQ�(FRQRPLF�,PSORVLRQ��&DXVHV��'\QDPLFV��DQG�

3URVSHFWV���5DFH�DQG�&ODVV�������������������
%XUEDFK��5RJHU��DQG�:LOOLDP�,��5RELQVRQ���������7KH�)LQ�'H�6LªFOH�'HEDWH��*OR��

EDOL]DWLRQ�DV�(SRFKDO�6KLIW���6FLHQFH�¢I�6RFLHW\��������6SULQJ����������
&ROH��.HQ��)RUWKFRPLQJ��(FRQRP\��(QYLURQPHQW��'HYHORSPHQW��.QRZOHGJH��/RQGRQ��

5RXWOHGJH��
&R[��5REHUW�:���������,GHRORJLHV�DQG�WKH�1HZ�,QWHUQDWLRQDO�(FRQRPLF�2UGHU��

5HIOHFWLRQV�RQ�6RPH�5HFHQW�/LWHUDWXUH���,QWHUQDWLRQDO�2UJDQL]DWLRQ�������������
�����

� ��������3URGXFWLRQ��3RZHU��DQG�:RUOG�2UGHU��1HZ�<RUN��&ROXPELD�8QLYHUVLW\�
3UHVV��

'HPRFUDWLF�/HDGHUVKLS�&RXQFLO��3URJUHVVLYH�3ROLF\�,QVWLWXWH���������7KH�7KLUG�
:D\���DQG��7KH�7KLUG�:D\�*RHV�*OREDO���'RFXPHQWV�UHWULHYHG�RQ�$XJXVW�����
�����IURP�KWWS���ZZZ�GOFSSO�RUJ�SSL��ZD\��ZD\�KWPO�

'LFNHQ��3HWHU��������*OREDO�6KLIW��7KH�,QWHUQDWLRQDOL]DWLRQ�RI�(FRQRPLF�$FWLYLW\���UG�
HGLWLRQ��1HZ�<RUN��*XLOIRUG�3UHVV��

'RPKRII��*���:LOOLDP��������:KR�5XOHV�$PHULFD"�(QJOHZRRG�&OLIIV��3UHQWLFH�+DOO��
� ��������7KH�+LJKHU�&LUFOHV��1HZ�<RUN��5DQGRP�+RXVH��
� ��������7KH�3RZHUV�WKDW�%H��1HZ�<RUN��5DQGRP�+RXVH��
'\H��7KRPDV��7��������:KR
V�5XQQLQJ�$PHULFD���WK�HGLWLRQ��(QJOHZRRG�&OLIIV��3UHQWLFH�

+DOO��
)HOGVWHLQ��0DUWLQ���������5HIRFXVLQJ�WKH�,0)���-RXUQDO�RI�)RUHLJQ�$IIDLUV��������0DUFK��

$SULO�������
)HQQHPD��0HLQGHUW��������,QWHUQDWLRQDO�1HWZRUNV�RI�%DQNV�DQG�,QGXVWULHV��7KH�+DJXH��

1LMKRII��
*LOO��6WHSKHQ��������$PHULFDQ�+HJHPRQ\�DQG�WKH�7ULODWHUDO�&RPPLVVLRQ��&DPEULGJH��

(QJODQG��&DPEULGJH�8QLYHUVLW\�3UHVV��
*O\Q��$QGUHZ��DQG�%RE�6XWFOLIIH���������*OREDO�%XW�/HDGHUOHVV"�7KH�1HZ�&DSLWDO��

LVW�2UGHU���,Q�5DOSK�0LOLEDQG�DQG�/HR�3DQLWFK��HGV���1HZ�:RUOG�2UGHU��7KH�6R��
FLDOLVW�5HJLVWHU��/RQGRQ��0HUOLQ�3UHVV��
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*ROGIUDQN��:DOWHU���������:KR�5XOHV�WKH�:RUOG"�&ODVV�)RUPDWLRQ�DW�WKH�,QWHUQD��
WLRQDO�/HYHO���4XDUWHUO\�-RXUQDO�RI�,GHRORJ\��������������

*RUGRQ��'DYLG��0���������7KH�*OREDO�(FRQRP\��1HZ�(GLILFH�RU�&UXPEOLQJ�)RXQ��
GDWLRQV"��1HZ�/HIW�5HYLHZ��������������

+DUULV��-HUU\��������������*OREDOLVDWLRQ�DQG�WKH�7HFKQRORJLFDO�7UDQVIRUPDWLRQ�RI�
&DSLWDOLVP���5DFH�DQG�&ODVV�����������������

� ���������7KH�3ROLWLFV�RI�*OREDOL]DWLRQ��5HJURXSPHQWV�LQ�WKH�5XOLQJ�&ODVV���
F\�5HY�����������

+DUYH\��'DYLG��������7KH�&RQGLWLRQ�RI3RVWPRGHUQLW\��2[IRUG��(QJODQG��%DVLO�%ODFNZHOO��
+LQGHVV��%DUU\��������3ROLWLFV�DQG�&ODVV�$QDO\VLV��2[IRUG��(QJODQG��%DVLO�%ODFNZHOO��
+LUVW��3DXO��DQG�*UDKDPH�7KRPSVRQ��������*OREDOL]DWLRQ�LQ�4XHVWLRQ��&DPEULGJH��

(QJODQG��3ROLW\�3UHVV��
+RRJYHOW��$QNLH��������*OREDOL]DWLRQ�DQG�WKH�3RVWFRORQLDO�:RUOG��7KH�1HZ�3ROLWLFDO�

(FRQRP\�RI�'HYHORSPHQW��%DOWLPRUH��0DU\ODQG��IRKQV�+RSNLQV�8QLYHUVLW\�3UHVV��
+RZHOOV��-HUHP\��DQG�0LFKHOOH�:RRG��������7KH�*OREDOLVDWLRQ�RI�3URGXFWLRQ�DQG�7HFK��

QRORJ\��/RQGRQ�DQG�1HZ�<RUN��%HOKDYHQ�3UHVV��
+XWWRQ��:LOO��������7KH�6WDWH�:H
UH�,Q��/RQGRQ��-RQDWKDQ�&DSH��
+\PHU��6WHSKHQ��������7KH�0XOWLQDWLRQDO�&RUSRUDWLRQ��$�5DGLFDO�$SSURDFK��&DPEULGJH��

(QJODQG��&DPEULGJH�8QLYHUVLW\�3UHVV��
-DPHVRQ��)UHGHULFN���������3RVW�0RGHUQLVP�RU�WKH�&XOWXUDO�/RJLF�RI�/DWH�&DSLWDO��

LVP���1HZ�/HIW�5HYLHZ��������������
.LVVLQJHU��+HQU\���������,0)��7KURZLQJ�0RUH�)XHO�RQ�WKH�:RUOG�(FRQRP\���1HZ�

<RUN�3RVW�2FWREHU��������
/HUQHU�1HZV�+RXU��������-DQXDU\�����7UDQVFULSW�SRVWHG�DW�6HFUHWDULDW�.PS#LQIR��

FRPS�SK��
0DU[��.DUO��DQG�)UHGHULFN�(QJHOV��������������� 7KH�*HUPDQ�,GHRORJ\��1HZ�<RUN��

,QWHUQDWLRQDO�3XEOLVKHUV��
0LOOV��&��:ULJKW��������7KH�3RZHU�(OLWH��1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV��
0XUSK\��&UDLJ�1���������,QHTXDOLW\��7XUPRLO��DQG�'HPRFUDF\��*OREDO�3ROLWLFDO��

(FRQRPLF�9LVLRQV�DW�WKH�(QG�RI�WKH�&HQWXU\���1HZ�3ROLWLFDO�(FRQRP\������������
�����

3DWQDLN��3UDEKDW���������&DSLWDOLVP�LQ�$VLD�DW�WKH�(QG�RI�WKH�0LOOHQQLXP���0RQWKO\�
5HYLHZ��������-XO\�$XJXVW����������

5RELQVRQ��:LOOLDP�,������D��3URPRWLQJ�3RO\�DUFK\��*OREDOL]DWLRQ��8��6��,QWHUYHQWLRQ��DQG�
+HJHPRQ\��&DPEULGJH��(QJODQG��&DPEULGJH�8QLYHUVLW\�3UHVV��

� ������E���*OREDOLVDWLRQ��1LQH�7KHVHV�RI�2XU�(SRFK���5DFH�DQG�&ODVV��������
�������

� ���������$�&DVH�6WXG\�RI�*OREDOLVDWLRQ�3URFHVVHV�LQ�WKH�7KLUG�:RUOG��$�7UDQV��
QDWLRQDO�$JHQGD�LQ�1LFDUDJXD���*OREDO�6RFLHW\���������������

� ���������%H\RQG�1DWLRQ�6WDWH�3DUDGLJPV��*OREDOL]DWLRQ��6RFLRORJ\��DQG�WKH�
&KDOOHQJH�RI�7UDQVQDWLRQDO�6WXGLHV���6RFLRORJLFDO�)RUXP�����������������

� ��������������/DWLQ�$PHULFD�DQG�*OREDO�&DSLWDOLVP���5DFH�DQG�&ODVV��������
������������

� ���������&DSLWDOLVW�*OREDOL]DWLRQ�DQG�WKH�7UDQVQDWLRQDOL]DWLRQ�RI�WKH�6WDWH���
3DSHU�SUHVHQWHG�DW�WKH�7UDQVDWODQWLF�&RQIHUHQFH�RQ�+LVWRULFDO�0DWHULDOLVP�DQG�
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*OREDOL]DWLRQ��8QLYHUVLW\�RI�:DUZLFN��$SULO��������WR�EH�SXEOLVKHG�LQ�0DUN�
5XSHUW�DQG�+D]HO�6PLWK��7KH�3RLQW�LV�WR�&KDQJH�WKH�:RUOG��6RFLDOLVP�7KURXJK�*OR��
EDOL]DWLRQ"�/RQGRQ��5RXWOHGJH��

5RWKNRSI��'DYLG���������,Q�3UDLVH�RI�&XOWXUDO�,PSHULDOLVP���)RUHLJQ�3ROLF\������6XP��
PHU����������

6NODLU��/HVOLH��������6RFLRORJ\�RI�WKH�*OREDO�6\VWHP��6HFRQG�UHYLVHG�HGLWLRQ��%DOWLPRUH��
0DU\ODQG��-RKQV�+RSNLQV�8QLYHUVLW\�3UHVV��

� ���������7KH�7UDQVQDWLRQDO�&DSLWDOLVW�&ODVV�DQG�*OREDO�&DSLWDOLVP��7KH�&DVH�
RI�WKH�7REDFFR�,QGXVWU\���3ROLWLFDO�3RZHU�DQG�6RFLDO�7KHRU\������������

6RURV��*HRUJH��������7KH�$OFKHP\�RI�)LQDQFH��5HDGLQJ�WKH�0LQG�RI�WKH�0DUNHW�1HZ�<RUN��
-RKQ�:LOH\�DQG�6RQV��

� ���*HRII�6KDQGOHU��HG��� ������7KH�&ULVLV�RI�*OREDO�&DSLWDOLVP��2SHQ�6RFLHW\�
(QGDQJHUHG��

8QLWHG�1DWLRQV�&RQIHUHQFH�RQ�7UDGH�DQG�'HYHORSPHQW��81&7$'���9DULRXV�<HDUV��
:RUOG�,QYHVWPHQW�5HSRUW��1HZ�<RUN��8QLWHG�1DWLRQV��81&7$'��

8VHHP��0LFKDHO��������7KH�,QQHU�&LUFOH��/DUJH�&RUSRUDWLRQV�DQG�WKH�5LVH�RI�%XVLQHVV�
3ROLWLFDO�$FWLYLW\�LQ�WKH�8��6��DQG�8��.��1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV��

9DQ�GHU�3LMO��.HHV��������7KH�0DNLQJ�RI�DQ�$WODQWLF�5XOLQJ�&ODVV��/RQGRQ��9HUVR��
� ���������7KH�,QWHUQDWLRQDO�/HYHO���,Q�7RP�%RWWRPRUH�DQG�5REHUW�-��%U\P��

HGV���7KH�&DSLWDOLVW�&ODVV��$Q�,QWHUQDWLRQDO�6WXG\��1HZ�<RUN��1HZ�<RUN�8QLYHUVLW\�
3UHVV��

� ��������7UDQVQDWLRQDO�&ODVVHV�DQG�,QWHUQDWLRQDO�5HODWLRQV��/RQGRQ��5RXWOHGJH��
9ROFNHU��3DXO��ZLWK�7R\RR�*\RKWHQV��������7KH�:RUOG
V�0RQH\�DQG�WKH�7KUHDW�WR�$PHUL��

FDQ�/HDGHUVKLS��1HZ�<RUN��7LPHV�%RRNV��
:HLVV��/LQGD��������7KH�0\WK�RI�WKH�3RZHUOHVV�6WDWH��,WKDFD��1HZ�<RUN��&RUQHOO�8QLYHU��

VLW\�3UHVV��
:KLWH��-RVHSK��%���������*OREDO�0DOO��7KHUH�DUH�1R�*HUPDQ�RU�8��6��&RPSDQLHV��

2QO\�6XFFHVVIXO�2QHV
��� %XVLQHVV�)RUFHV�2SHQ�%RUGHUV�DV�1DWLRQDOLVP�<LHOGV�
WR�6KDUHG�$PELWLRQV��� %LJ�(JRV�5HPDLQ�D�%LJ�,VVXH���:DOO�6WUHHW�-RXUQDO��0D\�
���$O��

:LOOLDPVRQ��-RKQ���������'HPRFUDF\�DQG�WKH�
:DVKLQJWRQ�&RQVHQVXV
���:RUOG�'H��
YHORSPHQW�������������������

:RRG��(OOHQ�0HLNVLQV���������8QKDSS\�)DPLOLHV��*OREDO�&DSLWDOLVP�LQ�D�:RUOG�RI�
1DWLRQ�6WDWHV���0RQWKO\�5HYLHZ��������������

:RUOG�%DQN��������*OREDO�(FRQRPLF�3URVSHFWV�DQG�'HYHORSLQJ�&RXQWULHV��:DVKLQJWRQ��
'�&���:RUOG�%DQN��

� ��������7KH�6WDWH�LQ�D�&KDQJLQJ�:RUOG��:DVKLQJWRQ��'�&���:RUOG�%DQN��
:ULVWRQ��:DOWHU��������7ZLOLJKW�RI�6RYHUHLJQW\��+RZ�WKH�,QIRUPDWLRQ�5HYROXWLRQ�LV�7UDQV��

IRUPLQJ�WKH�:RUOG��1HZ�<RUN��6FULEQHU
V��
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