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KHUH�ZDV�DQ�LQWHULP�EXGJHW�IRU�
���������7KDW¶V�QRW�PHDQW�WR�EH�
ZLVKHG�DZD\��3DUW�RI�WKH�\HDU�LV�RYHU��
7KDW¶V�QRW�PHDQW�WR�EH�ZLVKHG�DZD\�
HLWKHU��7KH�EXGJHW�IRU���������LV�QRW�D�
GLVFUHWH�DQG�VWDQG�DORQH�HYHQW��,W¶V�SDUW�

RI�WKDW�EDFNZDUG�ORRNLQJ�FRQWLQXLW\��0RGL�����KDV�
EHHQ�YRWHG�LQ�ZLWK�D�PDQGDWH�RI�ILYH�\HDUV��ZLWK�D�
9LNVLW�%KDUDW�WHPSODWH��7KH�EXGJHW�SUHVHQWHG�RQ�
7XHVGD\�LV�SDUW�RI�WKDW�IRUZDUG�ORRNLQJ�FRQWLQXLW\��
7KLV�FRQWLQXLW\�LV�DQFKRUHG�LQ�FRQVHUYDWLYH�
DVVXPSWLRQV��JLYHQ�XQFHUWDLQW\��SROLWLFDO�IOX[��
HOHYDWHG�DVVHW�SULFHV�DQG�VKLSSLQJ�GLVUXSWLRQV���$V�
ILQDQFH�PLQLVWHU�1LUPDOD�6LWKDUDPDQ¶V�VSHHFK�
VWDWHV��WKHUH�DUH�³VLJQLILFDQW´�GRZQVLGH�ULVNV�IRU�
JURZWK�DQG�XSVLGH�ULVNV�IRU�LQIODWLRQ��WKRXJK�FRUH�
LQIODWLRQ�LV�XQGHU�FRQWURO���$�GD\�HDUOLHU��WKH�(FR�
QRPLF�6XUYH\�HVWLPDWHG�UHDO�*'3�JURZWK�RI������WR�
���LQ����������DW�OHDVW�KDOI�D�SHUFHQWDJH�SRLQW�
ORZHU�WKDQ�ZKDW�PRVW�ZRXOG�KDYH�SURMHFWHG��,W�LV�
EHVW�WR�EH�FDXWLRXV�DQG�DVVXPH�WKH�GRZQVLGH��
UDWKHU�WKDQ�EH�H[FHVVLYHO\�RSWLPLVWLF�DQG�SUHVXPH�
WKH�XSVLGH��,Q�D�VLPLODU�YHLQ��WKH�EXGJHW�DVVXPHV�
QRPLQDO�*'3�JURZWK�RI��������LPSO\LQJ�D�ORZ�*'3�
GHIODWRU��DQG�FDXWLRXV�GLVLQYHVWPHQW�UHFHLSWV��VHW�
DW�ൠ�������FURUH�ZLWK�DQ�HPSKDVLV�RQ�WKH�PRQHWL�
]DWLRQ�RI�DVVHWV���7KHUHIRUH��LI�WKH�EXGJHW�SURPLVHV�
D�ILVFDO�GHILFLW�RI������DV�D�SURSRUWLRQ�RI�*'3��LW�LV�
EHOLHYDEOH��6R�LV������RI�*'3�IRU����������WKH�JRY�
HUQPHQW¶V�SUH�DQQRXQFHG�JRDO��,Q�SDUW��WKLV�LV�
EHFDXVH�VXSSRUW�IRU�%LKDU�DQG�$QGKUD�3UDGHVK�LV�
WKURXJK�PXOWLODWHUDO�GHYHORSPHQW�DJHQFLHV�DQG�
QRW�WKURXJK�WKH�EXGJHW�
7KH�EXGJHW�KDV�WUDGLWLRQDOO\�EHHQ�SHUFHLYHG�

WKURXJK�D�WD[�OHQV��GLUHFW�DV�ZHOO�DV�LQGLUHFW��,W�
ZRXOG�KDYH�EHHQ�XQUHDVRQDEOH�WR�H[SHFW�LW�WR�EULQJ�
DERXW�D�FKDQJH�LQ�LQGLUHFW�WD[HV��RI�WKH�GRPHVWLF�
YDULHW\���VLQFH�WKDW¶V�WKH�SXUYLHZ�RI�WKH�*RRGV�DQG�
6HUYLFHV�7D[��*67��&RXQFLO��7R�TXRWH�6LWKDUDPDQ��
³7R�PXOWLSO\�WKH�EHQHILWV�RI�*67��ZH�ZLOO�VWULYH�WR�
IXUWKHU�VLPSOLI\�DQG�UDWLRQDOL]H�WKH�WD[�VWUXFWXUH�
DQG�HQGHDYRXU�WR�H[SDQG�LW�WR�WKH�UHPDLQLQJ�VHF�
WRUV�´�:KR�FDQ�TXDUUHO�ZLWK�WKDW"�7KHUH�DUH�LVVXHV�
ZLWK�LPSRUW�GXWLHV�WRR�DQG�PDQ\�SHRSOH�KDYH�
ULJKWO\�DUJXHG�WKDW�EDVLF�FXVWRPV�GXWLHV�DUH�WRR�
KLJK�DQG�WKDW�WKH\�OHDG�WR�LQYHUWHG�UDWHV�RI�SURWHF�
WLRQ��FRPSRXQGHG�E\�UHJLRQDO�WUDGH�DJUHHPHQWV�
�57$V���$FFHSWLQJ�WKH�SUREOHP�GRHV�QRW�PHDQ�RQH�
FDQ�MXPS�KHDGORQJ�LQWR�VROYLQJ�LW��$�SULRUL��LW�LV�QRW�
HDV\�WR�GHWHUPLQH�ZKDW�LV�D�UDZ�PDWHULDO��YLV�j�YLV�
DQ�LQWHUPHGLDWH�JRRG��:LWK�D�VSDJKHWWL�ERZO�RI�
57$V��PRVW�IDYRXUHG�QDWLRQ��0)1��UDWHV�YLV�j�YLV�
OHYHOV�RI�VSHFLDO�RQHV�DUH�DOVR�QRW�WKDW�REYLRXV��
,QVWHDG�RI�DG�KRF�DQG�DUELWUDU\�WLQNHULQJ��WKHUH�DUH�
VRPH�FKDQJHV�LQ�WKH�EXGJHW���WKH�ILQDQFH�PLQLVWHU�
VDLG��³,�SURSRVH�WR�XQGHUWDNH�D�FRPSUHKHQVLYH�
UHYLHZ�RI�WKH�UDWH�VWUXFWXUH�RYHU�WKH�QH[W�VL[�
PRQWKV�WR�UDWLRQDOL]H�DQG�VLPSOLI\�LW�IRU�HDVH�RI�
WUDGH��UHPRYDO�RI�GXW\�LQYHUVLRQ�DQG�UHGXFWLRQ�RI�
GLVSXWHV�´�*LYHQ�WKH�FRPSOH[LWLHV�DQG�D�FOHDU�GHDG�

OLQH�RI�VL[�PRQWKV��RQH�VKRXOG�QRW�FRPSODLQ��$�VLP�
LODU�SRLQW�FDQ�EH�PDGH�DERXW�GLUHFW�WD[HV��WKH�WHU�
PLQDO�JRDO�EHLQJ�D�VLPSOLILHG�DQG�H[HPSWLRQ�OHVV�
V\VWHP��7KH�EXGJHW�WHOOV�XV�WKDW�����RI�FRUSRUDWH�
WD[HV�DUH�IURP�WKH�VLPSOLILHG�WD[�UHJLPH�DQG�PRUH�
WKDQ�WZR�WKLUGV�RI�SHUVRQDO�LQFRPH�WD[�SD\HUV�KDYH�
RSWHG�IRU�WKH�QHZ�V\VWHP��,I�WKH�FRPSUHKHQVLYH�
UHYLHZ�RI�WKH�,QFRPH�7D[�$FW�LV�WR�EH�FRPSOHWHG�LQ�
VL[�PRQWKV��WKDW�FDQ¶W�EH�JUXGJHG�HLWKHU�
1H[W�JHQHUDWLRQ�UHIRUPV�QHHG�WR�ERRVW�,QGLD¶V�

SURGXFWLYLW\�DQG�WKDW¶V�FRQWLQJHQW�RQ�PDNLQJ�
IDFWRU�PDUNHWV��ODQG��ODERXU�DQG�FDSLWDO��PRUH�HIIL�
FLHQW��7KH�FDWFK�LV�WKDW�WKHVH�DUH�RIWHQ�RQ�WKH�VWDWH�
OLVW�RU�FRQFXUUHQW�OLVW��³(IIHFWLYH�LPSOHPHQWDWLRQ�
RI�VHYHUDO�RI�WKHVH�UHIRUPV�UHTXLUHV�FROODERUDWLRQ�
EHWZHHQ�WKH�&HQWUH�DQG�WKH�VWDWHV�DQG�EXLOGLQJ�
FRQVHQVXV��DV�GHYHORSPHQW�RI�WKH�FRXQWU\�OLHV�LQ�
GHYHORSPHQW�RI�WKH�VWDWHV�´�
3RWHQWLDOO\��8/3,1��%KX�$DGKDDU���GLJLWL]DWLRQ�

RI�FDGDVWUDO�PDSV��VXUYH\V��ODQG�UHJLVWULHV�DQG�
WKHLU�OLQNLQJ�WR�IDUPHUV¶�UHJLVWULHV��ZLWK�VLPLODU�
H[HUFLVHV�LQ�XUEDQ�DUHDV��FDQ�EH�WUDQVIRUPDWLYH��
DQG�FDQ�XQORFN�WKH�SRWHQWLDO�RI�QRQ�SHUIRUPLQJ�
DVVHWV��%XW�WKH�SURRI�RI�WKH�SXGGLQJ�LV�LQ�WKH�
HDWLQJ��7KHVH�LGHDV�KDYH�EHHQ�IORDWLQJ�DURXQG�IRU�
D�ORQJ�WLPH�DQG�WKH�WUDFN�UHFRUG�RI�VWDWHV�SXVKLQJ�
IRU�VXFK�UHIRUPV�LV�QRW�LPSUHVVLYH��7KH�EXGJHW�
GRHVQ¶W�VSHOO�RXW�KRZ�VXFK�FKDQJHV�FDQ�EH�LQFHQ�
WLYL]HG��2Q�ODERXU�UHIRUPV��IRU�H[DPSOH��VWDWH�
OHYHO�SHUIRUPDQFH�RQ�LVVXLQJ�RUGHUV�XQGHU�WKH�
IRXU�QHZ�FRGHV�KDV�EHHQ�GHVXOWRU\��
7KH�(FRQRPLF�6XUYH\�KLJKOLJKWHG�ZKDW�ZDV�

DOUHDG\�NQRZQ��'HVSLWH�KLJKHU�HFRQRPLF�JURZWK��

WKHUH�KDV�EHHQ�D�SUREOHP�ZLWK�HPSOR\PHQW�DQG�
MRE�FUHDWLRQ��$FFRUGLQJO\��WKH�EXGJHW�KDV�
VFKHPHV�RQ�HPSOR\PHQW�DQG�VNLOOLQJ��DV�LW�DOVR�
GRHV�IRU�PLFUR��VPDOO�DQG�PHGLXP�HQWHUSULVHV�
�060(V���)RU�ERWK�LQIRUPDO�ODERXU�DQG�060(V��
WKH�EDVLF�FRQVWUDLQW�UHPDLQV�RQH�RI�HVWDEOLVKLQJ�
LGHQWLW\�
7KH�EXGJHW�PHQWLRQV�D�QLQH�SRLQW�DJHQGD��

$SDUW�IURP�ZKDW�,�KDYH�PHQWLRQHG��WKHUH�DUH�LGHDV�
RQ�DJULFXOWXUH��KXPDQ�UHVRXUFH�GHYHORSPHQW��
PDQXIDFWXULQJ�DQG�VHUYLFHV��HQHUJ\�VHFXULW\��LQIUD�
VWUXFWXUH��LQQRYDWLRQ�DQG�UHVHDUFK�DQG�GHYHORS�
PHQW��7KLV�\HDU��FDSLWDO�H[SHQGLWXUH�LV�SURMHFWHG�
DW������RI�*'3��$�GLVWLQJXLVKLQJ�IHDWXUH�RI�WKH�
1DUHQGUD�0RGL�JRYHUQPHQW¶V�DSSURDFK�KDV�EHHQ�
ILVFDO�FRQVROLGDWLRQ�DQG�UHFWLWXGH��6LQFH�FRYLG��DQG�
HYHQ�HDUOLHU��FDSLWDO�H[SHQGLWXUH�KDV�EHHQ�WKH�NH\��
7KH�PXOWLSOLHU�EHQHILWV�RI�FDSLWDO�H[SHQGLWXUH�DUH�
KLJKHU�WKDQ�WKRVH�RI�UHYHQXH�H[SHQGLWXUH�DQG�WKH�
PXOWLSOLHU�EHQHILWV�RI�UHYHQXH�H[SHQGLWXUH�DUH�
KLJKHU�WKDQ�WKRVH�RI�WD[�UHGXFWLRQV��7KLV�LV�QRW�MXVW�
EDVLF�SXEOLF�ILQDQFH�WKHRU\��EXW�LV�DOVR�ERUQH�RXW�E\�
HPSLULFDO�VWXGLHV�IRU�,QGLD��)RU�SXUSRVHV�RI�WKH�
EXGJHW��UHYHQXH�H[SHQGLWXUH��HYHQ�VXEVLGLHV��LV�
RIWHQ�WDNHQ�DV�H[RJHQRXV�LQ�WKH�VKRUW�UXQ�DQG�LV�
VWLFN\�GRZQZDUGV��
7KDW�WKH�EXGJHW�KDV�QRW�JLYHQ�XS�LWV�ILVFDO�FRQ�

VROLGDWLRQ�REMHFWLYH��GHVSLWH�SUHVVXUHV�WR�WKH�FRQ�
WUDU\��DQG�KDV�UHGXFHG�WKH�ILVFDO�GHILFLW�UDWLR�WR�
������DV�RSSRVHG�WR������H[SHFWHG�HDUOLHU��ZLWKRXW�
VDFULILFLQJ�FDSLWDO�H[SHQGLWXUH�RQ�LQIUDVWUXFWXUH�
LV�WKH�ELJ�SLFWXUH�VWRU\��7KDW�DXJXUV�ZHOO�IRU
IRUZDUG�ORRNLQJ�FRQWLQXLW\�

7KH�EXGJHW�DVVXUHV�XV�FRQWLQXLW\�
LQ�VSLWH�RI�VLJQLILFDQW�XQFHUWDLQW\
,W�DXJXUV�ZHOO�IRU�XV�WKDW�ILVFDO�FRQVROLGDWLRQ�LV�XQGHUZD\�ZLWKRXW�DQ\�VDFULILFH�RI�FDSLWDO�H[SHQGLWXUH�RQ�LQIUDVWUXFWXUH
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LV�D�%ORRPEHUJ�2SLQLRQ�HGLWRU�DQG�
FROXPQLVW�FRYHULQJ�FOLPDWH�FKDQJH�

) LJKWLQJ� FOLPDWH� FKDQJH� LV� GLIILFXOW�
SDUWO\�EHFDXVH�KXPDQV�DUH�ZHLUG��,W¶V�
GLIILFXOW� WR�JHW� WKHP�WR�FDUH�DERXW�

WKHLU�RZQ�IXWXUH�ZHOO�EHLQJ�PXFK�OHVV�WKDW�
RI�HQWLUH�IXWXUH�JHQHUDWLRQV��3HRSOH�EORZ�
UHWLUHPHQW� IXQGV��<RX� WKLQN� WKH\�FDUH�
DERXW�WKHLU� LPDJLQDU\�JUHDW�JUDQGNLGV"�
%XW�SHRSOH�GR�FDUH�DERXW�VWRFN�SULFHV��
(QWLUH�PHGLD�HPSLUHV�DQG�OXFUDWLYH�FDUHHUV�
KDYH�EHHQ�EXLOW�RXW�RI�WDONLQJ�DERXW�VWRFN�
SULFHV��8QOLNH�WKH�IX]]\�GHWDLOV�RI�XQERUQ�
GHVFHQGDQWV¶�OLYHV��VWRFN�SULFHV�DUH�FRQ�
FUHWH��/LQH�JR�XS��OLQH�JR�GRZQ��6LPSOH�
6R�PD\EH�WKLV�ZLOO�JHW�VRPH�DWWHQWLRQ��

&OLPDWH�FKDQJH�ZLOO�EH�UHDOO\��UHDOO\�EDG�IRU�
VWRFN�SULFHV�
)DLOLQJ�WR�GR�PRUH�WR�VORZ�WKH�SODQHWDU\�

KHDWLQJ�FDXVHG�E\�JUHHQKRXVH�JDV�HPLV�
VLRQV�ZLOO�JRXJH�����IURP�JOREDO�HTXLW\�
YDOXDWLRQV��HVWLPDWHV�D�QHZ�VWXG\�E\�WKH�
('+(&�5LVN�&OLPDWH� ,PSDFW� ,QVWLWXWH��
$FFRXQWLQJ�IRU�FOLPDWH�FKDQJH�SHSSLQJ�
µWLSSLQJ�SRLQWV¶�VXFK�DV�$PD]RQ�UDLQIRUHVW�
GLHEDFN�RU�D�%LJ�%XUS�RI�JDV�IURP�PHOWLQJ�
SHUPDIURVW��PDUNHW�ORVVHV�ULVH�WR������2Q�
WKH�RWKHU�KDQG��LI�WKH�ZRUOG�JHWV�LWV�DFW�
WRJHWKHU�DQG�OLPLWV�ZDUPLQJ�WR����&HOVLXV�
DERYH�SUH�LQGXVWULDO�DYHUDJHV��WKHQ�WKH�KLW�
WR�VWRFN�SULFHV�ZLOO�EH�MXVW����WR�����
$�NH\�WKLQJ�WR�QRWH�KHUH�LV�WKDW�WKHVH�

ZRQ¶W�EH�RQH�WLPH�ORVVHV��OHDG�DXWKRU�5LF�
FDUGR�5HERQDWR��D� ILQDQFH�SURIHVVRU�DW�
('+(&�%XVLQHVV�6FKRRO�LQ�/RQGRQ�DQG�
IRUPHU�3LPFR�H[HFXWLYH��ZDUQHG�LQ�D�ZHEL�
QDU��7KHUH�ZLOO�EH�QR�UHYHUVLRQ�WR�WKH�PHDQ��
0RUH�OLNHO\�LV�D�ORQJ�MRXUQH\�WKURXJK�WKH�
ZLOGHUQHVV�OLNH�-DSDQ¶V�/RVW�'HFDGHV�
³$IWHU�FRYLG�ZH�KDG�D�PDVVLYH�*'3�ORVV�

EXW�WKHQ�D�UHERXQG��+HUH�LW�VHHPV�WR�EH�OLNH�
D�KHDGZLQG��D�FRQWLQXRXV�KHDGZLQG��ZLWK�
RXW�D�UHERXQG�´�5HERQDWR�VDLG��³,W�FRXOG�EH�
WKH�&OLPDWH�/RVW�*HQHUDWLRQ� LQ�HTXLW\�
UHWXUQV�´� 7KH� ('+(&� SDSHU� IRUHFDVWV�
PXFK� ELJJHU� VWRFN�PDUNHW� ORVVHV� WKDQ�
PRVW�RWKHU�VWXGLHV�GR��5HERQDWR�QRWHG��
7KDW¶V�SDUWO\�EHFDXVH�RWKHU�VWXGLHV�IRFXVHG�
RQ�WKH�FRVWV�RI�D�WUDQVLWLRQ�WR�UHQHZDEOH�
HQHUJ\�UDWKHU�WKDQ�WKH�IDU�JUHDWHU�KDYRF�
FOLPDWH�FKDQJH�ZLOO�LQIOLFW�RQ�JURZWK�
5HERQDWR¶V� VWXG\�� ZKLFK� WDNHV� ERWK�

WUDQVLWLRQ�DQG�GDPDJH� LQWR�DFFRXQW�� LV�
PRUH�FRQVLVWHQW�ZLWK�WKH�UHFHQW�1DWLRQDO�
%XUHDX�RI�(FRQRPLF�5HVHDUFK�SDSHU�HVWL�
PDWLQJ�D�����EORZ�WR�JOREDO�*'3�IRU�HYHU\�
���&HOVLXV�RI�ZDUPLQJ��$QG�WKH�3RWVGDP�
,QVWLWXWH� IRU� &OLPDWH� ,PSDFW� 5HVHDUFK�
UHFHQWO\�ZDUQHG� D� ���� GURS� LQ� JOREDO�
LQFRPHV�E\������LV�DOUHDG\�EDNHG�LQ��HYHQ�
LI�ZH�FXW�HPLVVLRQV�DJJUHVVLYHO\�VWDUWLQJ�
WRGD\��,W�HVWLPDWHG�����WULOOLRQ�LQ�ORVVHV�
HYHU\�\HDU�DV�D�UHVXOW�RI�D�FKDRWLF�FOLPDWH��
0DQ\�UHVHDUFKHUV�LJQRUH�FOLPDWH�GDP�

DJH�RQ�WKH�WKHRU\�WKDW��EHFDXVH�LW¶V�IDU�LQ�
WKH�IXWXUH��WKH�PDUNHW�ZLOO�KHDYLO\�GLVFRXQW�
LW��%XW�WKH�('+(&�VWXG\�DUJXHV�LQYHVWRUV�
ZLOO�YDOXH�PRQH\�PRUH�DQG�PRUH�DV�WKH�
HFRQRP\�ZHDNHQV��6R��LQ�WKH�HDUO\�GD\V�RI�
FOLPDWH�FKDQJH��ZKHQ�HFRQRPLF�JURZWK�LV�
VWLOO�RND\��LQYHVWRUV�ZRQ¶W�FDUH�DV�PXFK�
DERXW�IXWXUH�ORVVHV��%XW�DV�ZDUPLQJ�JULQGV�
RQ�DQG�WKH�ORVVHV�PRXQW��WKRVH�ORVVHV�ZLOO�
EHFRPH�PRUH�SDLQIXO��'LVFRXQWLQJ��OLNH�
JODFLHUV�DQG�VQRZ��ZLOO�VORZO\�PHOW��
$QG�OLNH�REMHFWV�LQ�WKH�UHDU�YLHZ�PLUURU��

FOLPDWH�FKDQJH�GDPDJH�LV�DOUHDG\�FORVHU�
WKDQ�LW�DSSHDUV��:HDWKHU�GLVDVWHUV�FRVW�WKH�
JOREDO�HFRQRP\������WULOOLRQ�LQ�WKH�����V��
DFFRUGLQJ�WR�WKH�:RUOG�0HWHRURORJLFDO�
2UJDQL]DWLRQ��XS�QHDUO\�WHQIROG�IURP�WKH�
����V�LQ�UHDO�WHUPV��7KH�UHLQVXUHU�6ZLVV�5H�
VXJJHVWHG� LQVXUHG� ORVVHV� IURP� QDWXUDO�
FDWDVWURSKHV�ZLOO�GRXEOH�RYHU�D�QH[W�GHF�
DGH��%XW�VXFK�QXPEHUV�XQGHUVWDWH� WKH�
SRWHQWLDO�HIIHFWV�RI�FOLPDWH�FKDQJH�RQ�HFR�
QRPLF�JURZWK��$V�5HERQDWR�QRWHV��H[WUHPH�
KHDW��VHD�OHYHO�ULVH�DQG�RWKHU�ORQJ�ODVWLQJ�
LPSDFWV�ZLOO�GR�PXFK�PRUH�GDPDJH�WR�
KXPDQ�KHDOWK�DQG�SURGXFWLYLW\�WKDQ�QHZV\�
GLVDVWHUV�OLNH�KXUULFDQHV�RU�ZLOGILUHV��
³3HUKDSV�ZH�DUH�IRFXVLQJ�WRR�PXFK�RQ�

FDWDVWURSKLF�HYHQWV�UDWKHU�WKDQ�RQ�FKURQLF�
GDPDJHV�´� 5HERQDWR� VDLG�� ³7KHUH� LV� D�
FKURQLF�DVSHFW�LQ�WHUPV�RI�WKH�ORVV�RI�SUR�
GXFWLYLW\��WKH�ORVV�RI�HIILFLHQF\��ZKLFK�LV�
OHVV�YLVLEOH�DQG�PRUH�LQVLGLRXV�DQG�ZLOO�FUH�
DWH�D�FRQWLQXRXV�GUDJ�´�+HQFH�WKH�/RVW�
*HQHUDWLRQ��7KH�('+(&�VWXG\�LV�DQRWKHU�
UHPLQGHU�WKDW�WKH������WULOOLRQ��DQG�ULVLQJ��
HVWLPDWHG�SULFH�WDJ�WR�DYRLG�WKH�ZRUVW�KHDW�
ZLOO�HYHQWXDOO\�SDOH�LQ�FRPSDULVRQ�WR�WKH�
FRVW�RI�QRW�ERWKHULQJ��$QG�5HERQDWR�FRQ�
VLGHUV�WKHVH�HVWLPDWHV�FRQVHUYDWLYH��+LV�
PRGHO�DVVXPHV�FHQWUDO�EDQNV�ZLOO�FXW�UDWHV�
LI�JURZWK�VORZV��IRU�H[DPSOH��EXW�D�ZDUPLQJ�
ZRUOG�FRXOG�PDNH�LQIODWLRQ�KDUGHU�WR�WDPH�
2QH�RWKHU�NH\�ILQGLQJ�RI�WKH�('+(&�

VWXG\�LV�WKDW�WKHVH�GDPDJH�HVWLPDWHV�DUHQ¶W�
FORVH�WR�EHLQJ�SULFHG� LQWR�PDUNHWV�\HW��
0DQ\�DQDO\VWV�KDYH�VHDUFKHG�IRU�D�FOLPDWH�
ULVN�SUHPLXP�RYHU�WKH�\HDUV�DQG�IRXQG�
RQO\�WUDFHV��7R�DQ�H[WHQW��WKDW�PDNHV�VHQVH��
:H�FDQ�RQO\�JXHVV�DW�WKH�GDPDJH�DW�WKLV�
SRLQW��$QG�PD\EH�PDUNHWV�DVVXPH�ZH¶OO�
DYRLG�WKH�ZRUVW��%XW�ZH�FRXOG�DOVR�EH�OLNH�
WKRVH�SHRSOH�IDLOLQJ�WR�VDYH�IRU�UHWLUHPHQW��
VOHHSZDONLQJ�WRZDUGV�D�GD\�ZKHQ�RXU�IDLO�
XUH�WR�LPDJLQH�WKH�IXWXUH�OHDYHV�XV�ZLWK�QR�
IXWXUH�DW�DOO� �%/220%(5*

$�QHZ�VWXG\�VXJJHVWV�VWRFN�YDOXDWLRQV�ZLOO�
VXIIHU�IDU�PRUH�WKDQ�SHQFLOOHG�LQ
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ZHOO�GHVLJQHG��7KH�SUREOHP�LV�WKDW�WKHVH�
VFKHPHV�DUH�LQWULFDWHO\�VWUXFWXUHG��DQG�ZLOO�
FDOO�IRU�D�ODUJH�FRPSOHPHQW�RI�EXUHDXFUDWLF�
WLPH�VSHQW�RQ�DGPLQLVWUDWLRQ�DQG�FKHFNLQJ��
&OLPDWH�FKDQJH�JHWV�WZR�FKDSWHUV�LQ�WKH�

(FRQRPLF�6XUYH\��&KDSWHU���GHDOV�ZHOO�ZLWK�
JUHHQ�WUDQVLWLRQ�FKDOOHQJHV��EXW�KDV�SDUD�
JUDSK�������ZKLFK�VD\V�³(FRQRPLF�JURZWK�
HQKDQFHV�WKH�DELOLW\�RI�D�FRXQWU\�WR�WDNH�
DGDSWDWLRQ�DFWLRQ�DQG�EXLOGV� UHVLOLHQFH��
7KHUHIRUH��IURP�D�GHYHORSLQJ�FRXQWU\¶V�SHU�
VSHFWLYH��FRQWLQXHG�HFRQRPLF�JURZWK�LV�WKH�
EHVW� LQVXUDQFH�DJDLQVW�FOLPDWH�FKDQJH�´�
:KDW�DERXW�RXU�NLQG�RI�HFRQRPLF�JURZWK��
ZKLFK�GHVWUR\V�ZDWHU�ERGLHV�WR�EXLOG�RIILFHV�
DQG�UHVLGHQFHV��WKHUHE\�VKLIWLQJ�WKH�FRXQWU\�
LQWR�UHYHUVH�JHDU�RQ�DGDSWDWLRQ�DQG�UHVLO�
LHQFH"�
&KDSWHU����RI�WKH�(FRQRPLF�6XUYH\�H[WROV�

WKH�YLUWXHV�RI�ORFDO�IRRG�DQG�PHGLFLQDO�V\V�
WHPV�LQ�EULQJLQJ�GRZQ�WKH�LQFLGHQFH�RI�LOO�
KHDOWK��%XW�ZKDW�LV�WKH�UHPHG\�IRU�LOO�KHDOWK�
WKDW�LV�WKH�UHVXOW�RI�VSHQGLQJ�VOHHSOHVV�FOL�
PDWH�KHDWHG�QLJKWV��VWUDLQLQJ�IRU�WKH�VRXQG�
RI�ZDWHU�WULFNOLQJ�LQWR�FROOHFWLRQ�SRWV��ZKLOH�
FDOPLQJ�FKLOGUHQ�FU\LQJ�RXW�IRU�ZDWHU"�
7KH�JRYHUQPHQW�PXVW�UHVSRQG�WR�WKH�

ZLGHVSUHDG�DZDUHQHVV�WKDW�WKH�JDUPL��KHDW���
ILUHV�DQG�IORRGV�H[SHULHQFHG�WKLV�\HDU�FRXOG�
EH�ZRUVH�LQ�\HDUV�WR�FRPH��

LQJ"�7KH�ILQDO�EXGJHW�GRHV�KDYH�D�SURYLVLRQ�
IRU�LPSURYLQJ�ZDWHU�VXSSO\�DQG�VDQLWDWLRQ�LQ�
����ODUJH�FLWLHV�WKURXJK�³EDQNDEOH�SURMHFWV´�
IXQGHG�E\�PXOWLODWHUDO�EDQNV��0'%V���EXW�
WKLV�GRHV�QRW�EHJLQ�WR�DGGUHVV�WKH�XUJHQF\�
DQG�VHYHULW\�RI�WKH�SUREOHP��0'%V�WDNH�WKHLU�
WLPH�HYHQ�WR�IRUPXODWH�D�SURMHFW�UHSRUW��DV�
WKH�:RUOG�%DQN¶V�3UHVLGHQW�$MD\�%DQJD�
UHDGLO\�FRQIHVVHG�DW�WKH�0RURFFR�PHHWLQJV�
ODVW�\HDU��&OLPDWH�DFWLRQ�VHHPV�WR�KDYH�EHHQ�
ODUJHO\�ZDYHG�DZD\�WR�WKH�(FRQRPLF�6XUYH\
�GHDOW�ZLWK�IXUWKHU�EHORZ���
7KHUH�DUH�VSHFLDO�SURYLVLRQV�IRU�%LKDU�DQG�

$QGKUD�3UDGHVK��,Q�WKH�FXUUHQW�ILVFDO�\HDU��
$QGKUD�ZLOO�JHW�VXSSRUW�RI�ൠ�������FURUH�WR�
IXOILO�SURPLVHV�PDGH�DW�WKH�WLPH�RI�VWDWH�
UH�RUJDQLVDWLRQ�LQ�������ZLWK�³DGGLWLRQDO�
DPRXQWV�LQ�IXWXUH�\HDUV�´�)XQGLQJ�IRU�WKH�
ODUJH�3RODYDUDP�LUULJDWLRQ�SURMHFW�LV�DOVR�
SURPLVHG��EXW�GRHV�QRW�VHHP�WR�KDYH�EHHQ�
SURYLGHG�IRU�LQ�WKH�FXUUHQW�\HDU��%LKDU�JHWV�
D�VSHFLDO�VKDUH�RI�IXQGV�IRU�IORRG�FRQWURO�
�ൠ�������FURUH���URDG�DQG�EULGJH�FRQQHFWLYLW\�
�ൠ������� FURUH��� PHJD� SRZHU� SURMHFWV�
�ൠ�������FURUH��DQG�WRXULVW�GHYHORSPHQW�RI�
UHOLJLRXV�FHQWUHV��EXW�RQO\�D�SDUW�RI�WKHVH�
PLJKW�LPSLQJH�RQ�WKH�FXUUHQW�ILVFDO�\HDU��
6RPH�RI�WKHVH�DUH�DOVR�SURSRVHG�WR�EH�VXE�
PLWWHG�IRU�0'%�IXQGLQJ��
7KH�ORZHU�)'�ZDV�DFKLHYDEOH�EHFDXVH�

7KH�8QLRQ�EXGJHW�IRU���������IROORZV�
RQ�IURP�WKH�SUH�HOHFWLRQ�LQWHULP�EXG�
JHW�SUHVHQWHG�RQ���)HEUXDU\��7KH�PLQ�

LVWHU�LV�WKH�VDPH��EXW�FLUFXPVWDQFHV�KDYH�
FKDQJHG��7KH�XSSHUPRVW�LVVXH�ZDV�KRZ�WKH�
SUHVVLQJ�GHPDQGV�RI�WKH�WZR�QHZ��SROLWLFDOO\�
VDOLHQW� UHJLRQDO� FRDOLWLRQ� SDUWQHUV� IURP�
%LKDU�DQG�$QGKUD�3UDGHVK�FRXOG�EH�DFFRP�
PRGDWHG�ZLWKLQ�WKH�ORQJ�VWDQGLQJ�FRPPLW�
PHQW�WR�D�ILVFDO�GHILFLW��)'��EHORZ������RI�
*'3�E\����������
7KH�)'�EXGJHWHG�IRU���������LQ�WKH�ILQDO�

EXGJHW��DW�ൠ������WULOOLRQ��������RI�*'3���LV�
ORZHU�WKDQ�WKH�������RI�*'3�WDUJHWHG�LQ�WKH�
LQWHULP�EXGJHW��7KH�ODWHVW�*'3�HVWLPDWH�IRU�
��������RI�ൠ�������WULOOLRQ�LV�FORVH�WR�WKDW�
XVHG�LQ�WKH�LQWHULP�EXGJHW��(YHQ�VR��WKH�
DEVROXWH�UHGXFWLRQ�LQ�WKH�)'�EXGJHWHG��E\�
ൠ�������FURUH��LV�PRUH�LQIRUPDWLYH�WKDQ�LQ�
WHUPV�RI�SHUFHQWDJHV�RI�*'3��
:LOO�WKLV�H[HPSODU\�GLVSOD\�RI�ILVFDO�UHFWL�

WXGH�IHQG�RII�WKH�ZDUQLQJ�IURP�0RRG\¶V�5DW�
LQJV�WKDW�SRRU�ZDWHU�PDQDJHPHQW�LQ�PDMRU�
FLWLHV�PLJKW�DIIHFW�WKH�FRXQWU\¶V�FUHGLW�UDW�

7KH�8QLRQ�EXGJHW�KDV�VRPH�KLWV�DQG�D�IHZ�PLVVHV�WRR
,1',5$�5$-$5$0$1

LV�DQ�HFRQRPLVW�

KDV�EHHQ�UDLVHG�IURP�ൠ����WULOOLRQ�WR�ൠ����WULO�
OLRQ��7KH�ELJ�WZR�VXEVLGLHV��IRRG�DQG�IHUWLO�
L]HU��UHPDLQ�H[DFWO\�ZKHUH�WKH\�ZHUH�LQ�WKH�
LQWHULP�EXGJHW��QRWZLWKVWDQGLQJ�WKH�UHFHQW�
KLNH�LQ�WKH�PLQLPXP�VXSSRUW�SULFH��7KH�30�
.LVDQ� VFKHPH� IRU� IDUPHUV� DOVR� UHPDLQV�
ZKHUH�LW�ZDV��DW�ൠ��������

,Q�WHUPV�RI�WKH�EHVW�LQLWL�
DWLYHV� RI� WKLV� EXGJHW�� ,�
ZRXOG�SLFN�RXW�WKUHH��7KH�
ILUVW�LV�LWV�IRFXV�RQ�DJULFXO�
WXUH��LQ�SDUWLFXODU�UHVHDUFK�
IXQGLQJ�IRU�FOLPDWH�UHVLO�
LHQW�FURSV��
7KH� VHFRQG� LV� WKH�

H[SDQVLRQ� RI� WKH� 7UDGH�
5HFHLYDEOHV�'LVFRXQWLQJ�
6\VWHP��75H'6��SODWIRUP��
WKURXJK�ZKLFK�EXVLQHVVHV�
FDQ�ILQG�EX\HUV�IRU�WKHLU�
GXHV�DW�D�GLVFRXQW��
7KH�WKLUG�LV�WKH�LQWHJUD�

WLRQ�RI�FRPSDQ\� LQWHUQ�
VKLSV�LQWR�&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\�
�&65��IXQGLQJ��
7KHUH�LV�D�YHU\�HODERUDWH�VHW�RI�ILYH�LPDJL�

QDWLYHO\�FRQFHLYHG�VFKHPHV�IRU�HPSOR\�
PHQW�DQG�VNLOOLQJ��ZLWK�D�WRWDO�EXGJHWDU\�
FRPPLWPHQW�RI�ൠ��WULOOLRQ��7KH�VFKHPH�IRU�
LQGXVWULDO�WUDLQLQJ�LQVWLWXWHV�LV�HVSHFLDOO\�

EXGJHWHG�WRWDO�UHYHQXH�LQ���������LV�ൠ������
WULOOLRQ��KLJKHU�WKDQ�WKH�LQWHULP�QXPEHU�E\�
ൠ�����WULOOLRQ��7KDW�LQFUHDVH�GRHV�QRW�FRPH�
IURP�WD[HV��EHFDXVH�QHW�WD[�UHYHQXH�WR�WKH�
&HQWUH��DIWHU�GHGXFWLRQ�RI�WD[HV�VKDUHG�ZLWK�
VWDWHV�� LV�DFWXDOO\�ORZHU�WKDQ�WKH�LQWHULP�
QXPEHU�E\�ൠ�������FURUH��7KH�ULVH�LQ�WRWDO�
UHYHQXH�LV�RQ�DFFRXQW�RI�
QRQ�WD[�UHYHQXH��ZKLFK�LV�
URXJKO\�ൠ����WULOOLRQ�KLJKHU�
WKDQ�WKH�LQWHULP�H[SHFWD�
WLRQ��HQWLUHO\�GULYHQ�E\�WKH�
5HVHUYH� %DQN� RI� ,QGLD¶V�
�5%,�� MXPER�GLYLGHQG�RI�
ൠ�����WULOOLRQ���7KH�GLYLGHQG�
ZDV� GHFODUHG� DIWHU� WKH�
LQWHULP�EXGJHW��EDVHG�RQ�
5%,�DFFRXQWV�IRU�ILVFDO�\HDU�
����������1RQ�GHEW�FDSL�
WDO�UHFHLSWV�DUH�DERXW�WKH�
VDPH�DV�H[SHFWHG� LQ� WKH�
LQWHULP� EXGJHW� �VOLJKWO\�
ORZHU���
6R�LW�LV�WKH�HQKDQFHG�5%,�GLYLGHQG�DORQH�

WKDW�SURWHFWHG�H[SHQGLWXUH��ZKLOH�WKH�)'�
ZDV�DFWXDOO\�UHGXFHG��-RFNH\LQJ�ZLWKLQ�WRWDO�
H[SHQGLWXUH�KDV� OHIW�FDSLWDO�H[SHQGLWXUH�
H[DFWO\�ZKHUH�LW�ZDV��DW�ൠ������WULOOLRQ��EXW�
ZLWKLQ�WKDW��WKH�SURYLVLRQ�IRU����\HDU�ORDQ�
DVVLVWDQFH�WR�VWDWHV�IRU�FDSLWDO�H[SHQGLWXUH�

,WV�IDUP��MREV�
DQG�VNLOOLQJ�
LQLWLDWLYHV�DUH�
JRRG�EXW�LW�KDV�
OLWWOH�WR�RIIHU�
RQ�WKH�FOLPDWH�
HPHUJHQF\

&RXOG�WKH�VWRFN�PDUNHW¶V�QH[W
EODFN�VZDQ�EH�FOLPDWH�FKDQJH"
,QYHVWRUV�KDYHQ¶W�SULFHG�LQ�WKH�KDUG�LPSDFW�WKDW�HTXLWLHV�PD\�VXIIHU

%/220%(5*






