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=HGLOOR��,W�ZLOO�OLNHO\�OHDG�WR�WKH�IXUWKHU�HURVLRQ�RI�WKH�35,©V�SROLWLFDO�GRPLQDQFH�DQG
FRXOG�ZHDNHQ�WKH�FXUUHQW�DGPLQLVWUDWLRQ©V�DELOLW\�WR�JRYHUQ��7KHUH�LV�DOVR�D�SRVVLELOLW\
WKDW�WKH�UHJLPH�FRXOG�ORVH�FRQWURO�DQG�WKDW�0H[LFR�FRXOG�GHVFHQG�LQWR�SROLWLFDO
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��7KH�PRVW�OLNHO\�RXWORRN�LV�IRU�D�ORQJ��GUDZQ�RXW�SURFHVV�RI�GHPRFUDWL]DWLRQ�WKDW
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VHFRQG�KDOI�RI�WKLV�\HDU��(FRQRPLF�UHFRYHU\�UHPDLQV�IUDJLOH�DQG�KLJKO\�GHSHQGHQW�RQ
IRUFHV�EH\RQG�0H[LFDQ�FRQWURO��6LPLODUO\��SROLWLFDO�VRFLDO�VWDELOLW\�LV�WHQXRXV��,I�WKH
FRQIOLFW�LQ�&KLDSDV�UHVXPHV�DQG�VSUHDGV�WR�RWKHU�VWDWHV��LI�WKHUH�DUH�PRUH�SROLWLFDO
DVVDVVLQDWLRQV��VFDQGDOV��DQG�RWKHU�IRUPV�RI�WXUPRLO��WKHQ�WKH�FUXFLDO�SV\FKRORJLFDO
SUHFRQGLWLRQV�IRU�UHFRYHU\�PD\�QRW�EH�HVWDEOLVKHG��,QYHVWRUV�WHQG�WR�DYRLG�ULVN\��XQVWDEOH
HQYLURQPHQWV�

��%RWK�WKH�HFRQRPLF�FULVLV�DQG�JRYHUQPHQW�SROLFLHV�PHDQW�WR�GHDO�ZLWK�LW�DUH
VHYHUHO\�DJJUDYDWLQJ�WKH�FRXQWU\©V�VRFLDO�FULVLV��PDNLQJ�LW�XQOLNHO\�WKDW�VRFLDO�WXUPRLO�ZLOO
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WHUURULVP�DUH�OLNHO\�WR�JHW�ZRUVH��0LGGOH�FODVV�SURWHVW�PRYHPHQWV�ZLOO�JURZ��(OHFWLRQV
ZLOO�LQFUHDVLQJO\�EH�GLVSXWHG��$OUHDG\�WKH�WKUHDW�RI�QDUFRWUDIILFNLQJ�PD\�EH�HQWHULQJ�D
QHZ�VWDJH��ZLWK�WKH�FDUWHOV�WDUJHWLQJ�SROLWLFDO�OHDGHUV�IRU�DVVDVVLQDWLRQ��$Q�HPHUJLQJ
DOOLDQFH�EHWZHHQ�WKH�QDUFRV�DQG�UHDFWLRQDU\�HOHPHQWV�LQ�WKH�35,�ZLOO�SUREDEO\�OHDG�WR
PRUH�YLROHQFH�LI�3UHVLGHQW�=HGLOOR�FRQWLQXHV�WR�DFFHOHUDWH�WKH�UHIRUP�SURFHVV��6R�VHULRXV
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��7KH�8QLWHG�6WDWHV��ERWK�WKURXJK�LWV�DFWLRQV�DQG�LQDFWLRQV��FRXOG�IXUWKHU
GHVWDELOL]H�WKH�VLWXDWLRQ��$�GHQLDO�RI�PRUH�ORDQV�DQG�JXDUDQWHHV��VKRXOG�WKH\�EH�QHHGHG�
ZRXOG�SOXQJH�0H[LFR�LQWR�DQ�HYHQ�GHHSHU�VRFLR��HFRQRPLF�FULVLV�DQG�PLJKW�VKDNH�WKH
SROLWLFDO�V\VWHP�WR�LWV�IRXQGDWLRQV��$W�WKH�VDPH�WLPH��D�VXFFHVVIXO�8�6��LPPLJUDWLRQ�
UHGXFWLRQ�SURJUDP�PLJKW�ERWWOH�XS�VRFLRHFRQRPLF�SUHVVXUHV�DW�SUHFLVHO\�WKH�PRPHQW
ZKHQ�WKRVH�WHQVLRQV�DUH�GDQJHURXVO\�RQ�WKH�ULVH�
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UHODWLRQVKLS��PDUNHG�E\�VHULRXV�FRQIOLFWV�RI�QDWLRQDO�LQWHUHVW�DQG�D�ORQJ�KLVWRU\�RI
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WR�FUHDWH�EHWWHU�PHFKDQLVPV�RI�DFFRXQWDELOLW\��)XQGV�PXVW�EH�PRQLWRUHG��PRUH��DQG�PRUH
UHOLDEOH��LQIRUPDWLRQ�PXVW�EH�VXSSOLHG�E\�WKH�0H[LFDQ�*RYHUQPHQW�

��'HPRFUDWL]DWLRQ�PXVW�FRQWLQXH��3XEOLF�H[SHFWDWLRQV�KDYH�EHHQ�UDLVHG��DQG�WR
IUXVWUDWH�WKHP�QRZ�ZRXOG�EH�SRWHQWLDOO\�H[SORVLYH��7R�PLQLPL]H�WKH�ULVN��D�FRQFHUWHG
HIIRUW�VKRXOG�EH�PDGH�WR�EULQJ�WKH�SROLWLFDO�RSSRVLWLRQ�LQ�IURP�WKH�FROG��7KLV�PHDQV�QRW
RQO\�IDLU�HOHFWLRQV��EXW�D�FRQVLGHUDEOH�EURDGHQLQJ�RI�WKH�JRYHUQLQJ�FRDOLWLRQ�

��0H[LFR©V�FRUUXSW�MXGLFLDO�DQG�SROLFH�HVWDEOLVKPHQWV�PXVW�EH�FOHDQVHG�

��$�QHZ�VSHFLDO�SURVHFXWRU�VKRXOG�EH�DSSRLQWHG�WR�JHW�WKH�LQYHVWLJDWLRQV�RI�WKH
3RVDGDV��&RORVLR�DQG�5XL]�0DVVLHX�DVVDVVLQDWLRQV�EDFN�RQ�WUDFN�

��7KH�ZDU�DJDLQVW�QDUFRWUDIILFNLQJ�VKRXOG�EH�HVFDODWHG��7KRXJK�WKH�ULVNV�DUH
FRQVLGHUDEOH��WKH�GDQJHUV�RI�GRLQJ�QRWKLQJ�DUH�HYHQ�JUHDWHU��$OUHDG\�WKH�FDUWHOV�KDYH
EHFRPH�D�PDMRU�WKUHDW�WR�0H[LFR©V�QDWLRQDO�VHFXULW\�DQG�WKH�ZKROH�SURFHVV�RI�UHIRUP�
$FFRUGLQJO\��8�6��0H[LFDQ�FRRSHUDWLRQ�VKRXOG�EH�LQFUHDVHG��$W�WKH�VDPH�WLPH��WKH
8QLWHG�6WDWHV�PXVW�VWHS�XS�HIIRUWV�WR�UHGXFH�LWV�GRPHVWLF�GHPDQG�IRU�GUXJV�

��(QKDQFHG�HQIRUFHPHQW�RI�8�6��LPPLJUDWLRQ�ODZV�PXVW�EH�DFFRPSDQLHG�E\
LQFUHDVHG�VHQVLWLYLW\�WR�WKH�KXPDQ�ULJKWV�RI�LOOHJDO�DOLHQV�LQ�RUGHU�WR�DYRLG�D�SUROLIHUDWLRQ
RI�DEXVHV�

��7KH�8�6��$UP\�VKRXOG�EH�ZDU\�RI�SURSRVDOV�WR�¦PLOLWDUL]H§�WKH�ERUGHU�DUHD�RU
RWKHUZLVH�SURPLQHQWO\�LQYROYH�LW�LQ�RSHUDWLRQV�WKDW�PLJKW�EH�SHUFHLYHG�DV�EHLQJ�DLPHG�DW
WKH�0H[LFDQ�SHRSOH�RU�DV�WKUHDWHQLQJ�0H[LFDQ�VRYHUHLJQW\�

��8�6��0H[LFDQ�VHFXULW\�FRRSHUDWLRQ�PLJKW�EH�HQKDQFHG�E\�KROGLQJ�WULODWHUDO
¦1RUWK�$PHULFDQ�VXPPLWV§�ZLWK�&DQDGD��7KH�WKUHH�DUPLHV�FRXOG�DOVR�HQJDJH�LQ�YDULRXV
¦FRQILGHQFH�EXLOGLQJ§�PHDVXUHV��VXFK�DV�XQLW�YLVLWV��SHUVRQQHO�H[FKDQJHV�DQG
QRQFRQWURYHUVLDO�H[HUFLVHV�
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:KLWKHU�0H[LFR"�'XULQJ�WKH������1$)7$�GHEDWH��VXSSRUWHUV�RI�WKH�IUHH�WUDGH
DJUHHPHQW�SDLQWHG�D�SRUWUDLW�RI�D�FRXQWU\�UDSLGO\�YDXOWLQJ�LQWR�WKH���VW�FHQWXU\�
PRGHUQL]LQJ�HFRQRPLFDOO\��GHPRFUDWL]LQJ�SROLWLFDOO\��FUHDWLQJ�D�PRUH�SURVSHURXV�DQG
HTXLWDEOH�VRFLHW\�IRU�LWV�FLWL]HQV�ZKLOH�FXUWDLOLQJ�QRUWKZDUG�PLJUDWLRQ��PDLQWDLQLQJ
SROLWLFDO�VWDELOLW\��DQG�HQWHULQJ�D�QHZ�HUD�RI�KDUPRQLRXV�FRRSHUDWLRQ�ZLWK�WKH�8QLWHG
6WDWHV��7KHQ�FDPH�������DQG�VXGGHQO\�0H[LFR�VHHPHG�RQ�WKH�YHUJH�RI�ZKROHVDOH
GLVLQWHJUDWLRQ��DQ�,QGLDQ�XSULVLQJ�LQ�&KLDSDV�ZDV�TXLFNO\�IROORZHG�E\�WKH�DVVDVVLQDWLRQ�RI
WKH�3DUWLGR�5HYROXFLRQDULR�,QVWLWXFLRQDO��35,��SUHVLGHQWLDO�FDQGLGDWH��/XLV�'RQDOGR
&RORVLR��E\�VHQVDWLRQDO�NLGQDSSLQJV��VWRFN�PDUNHW�YRODWLOLW\�DQG�D�UROOHUFRDVWHU�HOHFWLRQ
FDPSDLJQ��WKH�DVVDVVLQDWLRQ�RI�35,�6HFUHWDU\�*HQHUDO�-RVp�)UDQFLVFR�5XL]�0DVVLHX�
FRQWLQXLQJ�SROLWLFDO�WXUEXOHQFH�LQ�&KLDSDV��7DEDVFR��-DOLVFR�DQG�RWKHU�VWDWHV�DQG��DW�\HDU©V
HQG��E\�WKH�FROODSVH�RI�WKH�SHVR��:KHQ�WKH�GD\�DIWHU�GHYDOXDWLRQ�3RSRFDWpSHWO��WKH�ORQJ�
GRUPDQW�YROFDQR�VRXWKHDVW�RI�0H[LFR�&LW\��EHJDQ�WR�VSHZ�KXJH�FORXGV�RI�VWHDP�DQG�DVK�
IRUFLQJ�WKH�HYDFXDWLRQ�RI�RYHU��������SHRSOH��LW�VHHPHG�VRPHKRZ�V\PEROLF¤D�ILWWLQJ�HQG
WR�D�<HDU�RI�/LYLQJ�'DQJHURXVO\�

:KDW�KDSSHQHG"�+RZ�FRXOG�D�FRXQWU\�ZLWK�VXFK�VHHPLQJO\�EULJKW�SURVSHFWV�JR�VR
ZURQJ"

�
�$QG�ZKHUH�LV�LW�JRLQJ�IURP�KHUH"�$W�WKLV�ZULWLQJ��WKH�FULVLV�VKRZV�IHZ�VLJQV�RI

DEDWLQJ��5DWKHU��LW�KDV�GUDJJHG�RQ��DVVXPLQJ�QHZ�IRUPV�DQG�SUHVHQWLQJ�QHZ�SUREOHPV�DQG
XQFHUWDLQWLHV��7KLV�PRQRJUDSK�ZLOO�H[DPLQH�VRPH�RI�WKHVH�FKDOOHQJHV�DQG�HQLJPDV�
6SHFLILFDOO\��LW�ZLOO�GHDO�ZLWK�WKH�SURVSHFWV�IRU�GHPRFUDWL]DWLRQ��VRFLRHFRQRPLF
GHYHORSPHQW��SROLWLFDO�VWDELOLW\��8�6��0H[LFDQ�UHODWLRQV��DQG�WKH�LPSOLFDWLRQV�RI�DOO�WKLV
IRU�QDWLRQDO�VHFXULW\�

7KLV�ODVW�VXEMHFW��LQ�SDUWLFXODU��LV�RQH�WKDW�ERWK�FRXQWULHV�KDYH�DOZD\V�KDG�WURXEOH
FRPLQJ�WR�WHUPV�ZLWK��0H[LFDQV�UDUHO\�XVHG�WKH�SKUDVH�¦QDWLRQDO�VHFXULW\§�SULRU�WR�WKH
����V��DQG�HYHQ�WRGD\�LW�LV�RIWHQ�HPSOR\HG�RQO\�LQ�WKH�YDJXHVW�RI�ZD\V��'XH�WR�XQKDSS\
KLVWRULFDO�H[SHULHQFHV�ZLWK�WKH�8QLWHG�6WDWHV�

�
�0H[LFDQV�KDYH�WUDGLWLRQDOO\�IRFXVHG

ODUJHO\�RQ�WKH�QHHG�WR�SURWHFW�WKHLU�QDWLRQDO�VRYHUHLJQW\��LQWHUQDO�VHFXULW\��DQG�HFRQRPLF
LQGHSHQGHQFH�IURP�8�6��HQFURDFKPHQWV��$QG�ZKLOH�WKLV�KDV�FKDQJHG�FRQVLGHUDEO\�LQ
UHFHQW�\HDUV�

�
�0H[LFDQ�LQVHFXULW\�YLV�D�YLV�WKH�QRUWKHUQ�QHLJKERU�LV�GHHSO\�LQJUDLQHG��,Q

WXUQ��SDUWO\�EHFDXVH�WKH�VXEMHFW�LV�VR�VHQVLWLYH��DQG�VR�SRWHQWLDOO\�GLVUXSWLYH�WR�ELODWHUDO
UHODWLRQV��DQG�SDUWO\�EHFDXVH�GHFDGHV�RI�0H[LFDQ�SROLWLFDO�VWDELOLW\�OHG�WR�D�FHUWDLQ�8�6�
FRPSODFHQFH�DERXW�WKDW�FRXQWU\��WKH�WHQGHQF\�LQ�8�6��*RYHUQPHQW�FLUFOHV�KDV�EHHQ�WR
SXVK�8�6��0H[LFDQ�QDWLRQDO�VHFXULW\�FRQFHUQV�DV�IDU��DZD\�DV�SRVVLEOH�DQG�GHDO�ZLWK
DEVWUDFWLRQV�

7RGD\��KRZHYHU��WKDW�LV�QR�ORQJHU�SRVVLEOH��6HULRXV�QHZ�GDQJHUV�KDYH�DULVHQ
ZKLFK�ZLOO�UHTXLUH�ERWK�FRXQWULHV�WR�UHGHILQH�WKHLU�QDWLRQDO�VHFXULW\�LQWHUHVWV�DORQJ
QRQWUDGLWLRQDO�OLQHV��)RU�0H[LFR��WKH�WKUHDW�LV�QR�ORQJHU�DJJUHVVLRQ�IURP�WKH�8QLWHG
6WDWHV��EXW�LQWHUQDO�SROLWLFDO��HFRQRPLF��DQG�VRFLDO�GLVLQWHJUDWLRQ��)RU�WKH�8QLWHG�6WDWHV��LQ
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WXUQ��VHFXULW\�PXVW�EH�GHILQHG�QRW�LQ�WHUPV�RI�DQ\�FRQYHQWLRQDO�PLOLWDU\�WKUHDW��ZKLFK
GRHV�QRW�H[LVW���EXW�E\�WKH�GDQJHUV�WKDW�WKH�0H[LFDQ�FULVLV�SRVHV�IRU�8�6��VRFLHW\��7KLV
PXWXDO�UHGHILQLWLRQ�ZLOO�UHTXLUH�FORVHU�8�6��0H[LFDQ�FRRSHUDWLRQ�WKDQ�HYHU�EHIRUH�
/DFNLQJ�WKDW��WKUHDWV�WR�WKH�QDWLRQDO�VHFXULW\�RI�ERWK�FRXQWULHV�DUH�OLNHO\�WR�JURZ�ZRUVH�LQ
WKH�\HDUV�DKHDG�

7KH�'LDOHFWLF�RI�'HPRFUDWL]DWLRQ�

:KDW�DUH�WKH�SURVSHFWV�IRU�GHPRFUDF\"�7KH�ILUVW�SRLQW�WR�EH�PDGH�LV�WKDW��ZKLOH
WKH�$XJXVW������JHQHUDO�HOHFWLRQV�ZHUH�DQ�LPSRUWDQW�VWHS�IRUZDUG�RQ�WKH�URDG�WR
GHPRFUDF\��WKH�SURFHVV�UHPDLQV�LQFRPSOHWH�DQG�WKH�JDLQV�DUH�E\�QR�PHDQV�LUUHYHUVLEOH�
7KDW�3UHVLGHQW��WKHQ�FDQGLGDWH��=HGLOOR�FRPPLWWHG�KLPVHOI�WR�UHODWLYHO\�IDLU�HOHFWLRQV�LQ
RQH�LQVWDQFH�GRHV�QRW�QHFHVVDULO\�PHDQ�WKDW�KH�ZLOO�GR�VR�LQ�WKH�IXWXUH��1HLWKHU�LV�LW�FOHDU
KRZ�IDU�KH�ZLOO�EH�ZLOOLQJ�WR�SXVK�RWKHU�GHPRFUDWLF�UHIRUPV��HVSHFLDOO\�WKRVH�WKDW�PLJKW
XQGHUPLQH�KLV�RZQ�DXWKRULW\�DQG�SRZHU��7KH�FLUFXPVWDQFHV�RI�WKH������FDPSDLJQ��DIWHU
DOO��ZHUH�XQLTXH��7KH�FRQIOXHQFH�RI�D�YDULHW\�RI�SUHVVXUHV��ERWK�GRPHVWLF�DQG�IRUHLJQ�
PDGH�LW�GLIILFXOW�IRU�WKHQ�3UHVLGHQW�6DOLQDV�DQG�=HGLOOR�WR�UHVLVW�GHPRFUDWL]DWLRQ�LQ�WKH
VKRUW�UXQ��%XW�ZKHWKHU�WKH�ODWWHU�ZLOO�FRQWLQXH�WR�SXVK�WKH�LVVXH�RQFH�WKRVH�SUHVVXUHV�HDVH

DQG�RU�QHZ�RQHV�DULVH�LV�DQ\ERG\©V�JXHVV�
�

0RUHRYHU��ZLWKLQ�WKH�35,�WKH�¦GLQRVDXUV§�VWLOO�KDYH�D�VWURQJ�IRRWKROG��DQG�WKH\
ZLOO�WU\�WR�SURWHFW�WKHLU�SRZHU�DQG�VSRLOV�E\�REVWUXFWLQJ�UHIRUPV�E\�DOO�PHDQV�SRVVLEOH�
ERWK�IDLU�DQG�IRXO��'XULQJ�WKH�FDPSDLJQ��=HGLOOR�ZDV�IRUFHG�WR�HPEUDFH�WKHP�IRU�WKH�VDNH
RI�SDUW\�XQLW\�DQG�YLFWRU\��7KH�TXHVWLRQ�QRZ�LV�ZKHWKHU¤RU�WR�ZKDW�H[WHQW¤KH�ZLOO�EH
ZLOOLQJ�DQG�DEOH�WR�IUHH�KLPVHOI�IURP�WKHLU�JUDVS�VR�WKDW�UHIRUP�FDQ�EH�FRQWLQXHG��RU�HYHQ
DFFHOHUDWHG�

0DNH�QR�PLVWDNH�DERXW�LW��GHPRFUDWL]DWLRQ�SRVHV�VHULRXV�ULVNV�DQG�FRVWV�IRU�ERWK
WKH�35,�DQG�WKH�SUHVLGHQW��,W�ZLOO�OLNHO\�OHDG�WR�WKH�IXUWKHU�HURVLRQ�RI�WKH�SDUW\©V�SROLWLFDO
GRPLQDQFH�DQG�DOO�WKH�EHQHILWV�WKDW�JR�ZLWK�LW��$W�VRPH�SRLQW��WKH�35,�PLJKW�EHFRPH�MXVW
DQRWKHU�SDUW\��RQH�RI�VHYHUDO�FRQWHQGLQJ�IRU�SXEOLF�RIILFH��7KLV�LV�D�SURVSHFW�WKDW�HYHQ�35,
WHFKQRFUDWV�FDQQRW�EH�FRPIRUWDEOH�ZLWK��VLQFH�WKHLU�SRZHU�DQG�SHUTXLVLWHV�DUH�DOVR�DW
VWDNH��7HFKQRSROLWLFLDQV��DIWHU�DOO��DUH�VWLOO�SROLWLFLDQV��,Q�WKH�VKRUW�UXQ��DW�OHDVW��WKH\�ZLOO
FRQWLQXH�WR�GHSHQG�RQ�WKH�¦GLQRVDXUV§�IRU�WKHLU�RZQ�VXUYLYDO��(YHQ�DIWHU�WKH�2OG�*XDUG
KDV�ORVW�LWV�SROLWLFDO�XVHIXOQHVV¤DQG�WKLV�LV�JUDGXDOO\�RFFXUULQJ��DV�SULYDWL]DWLRQ�DQG�RWKHU
UHIRUPV�XQGHUFXW�LWV�SDWURQDJH�SRZHU�DQG�FRQWURO�RYHU�WUDGLWLRQDO�FRQVWLWXHQFLHV�OLNH
RUJDQL]HG�ODERU¤WKH�¦WHFKQRSROV§�FDQ�EH�H[SHFWHG�WR�WU\�WR�OLPLW�GHPRFUDWL]DWLRQ�E\
SUHYHQWLQJ�WKH��HPHUJHQFH�RI�D�WUXO\�OHYHO�SOD\LQJ�ILHOG�

%\�WKH�VDPH�WRNHQ��GHPRFUDWL]DWLRQ�KROGV�YHU\�UHDO�GDQJHUV�IRU�=HGLOOR��,I�KH
SXUVXHV�LW�WRR�YLJRURXVO\��KH�ULVNV�WKH�VDPH�IDWH�DV�&RORVLR�DQG�5XL]�0DVVLHX��(YHQ�LI�KH
DYRLGV�WKDW�XOWLPDWH�VDQFWLRQ��D�WRR�UDSLG�HURVLRQ�RI�SUHVLGHQFLDOLVPR��WKH�V\VWHP�ZKLFK
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KDV�HQGRZHG�0H[LFDQ�SUHVLGHQWV�ZLWK�GLFWDWRULDO�SRZHUV�IRU�WKHLU���\HDU�WHUPV�LQ�RIILFH�
ZRXOG�ZHDNHQ�KLV�DELOLW\�WR�JRYHUQ��LQFOXGLQJ�KLV�FDSDFLW\�WR�SURPRWH�IXUWKHU
GHPRFUDWL]DWLRQ�VKRXOG�KH�FKRRVH�WKDW�FRXUVH��,QGHHG��WKHUH�LV�DOUHDG\�VWURQJ�HYLGHQFH�RI
VXFK�HURVLRQ��=HGLOOR�KDV�EHHQ�LQ�RIILFH�IRU�RQO\�D�IHZ�PRQWKV��\HW�DOUHDG\�KH�KDV
DFTXLUHG�D�UHSXWDWLRQ�DV�WKH�ZHDNHVW�0H[LFDQ�SUHVLGHQW�LQ�PHPRU\���:LWQHVV�KLV�KHVLWDQW
KDQGOLQJ�RI�WKH�SHVR�FULVLV�DQG�&KLDSDV��DQG�WKH�UHVLVWDQFH�RI�EXVLQHVV�DQG�ODERU�WR�KLV
UHTXHVWV�IRU�ZDJH�DQG�SULFH�UHVWUDLQWV��

+HUH��ERWK�DQ�LURQ\�DQG�D�SDUDGR[��8QGHU�6DOLQDV��GHPRFUDWL]DWLRQ�ODUJHO\
GHSHQGHG�RQ�WKH�SUHVLGHQW©V�ZLOOLQJQHVV�WR�XVH�KLV�DXWRFUDWLF�SRZHUV�RQ�LWV�EHKDOI��6WURQJ
SUHVLGHQWLDO�OHDGHUVKLS�LV�VWLOO�QHFHVVDU\�WR�FRQVWUDLQ�HOHFWRUDO�DQG�KXPDQ�ULJKWV�DEXVHV
DQG�FRUUXSWLRQ�DQG�JXLGH�WKH�FRXQWU\�IXUWKHU�GRZQ�WKH�SDWK�RI�GHPRFUDF\��7KXV�¦DQ
DEUXSW��SUHPDWXUH�GLVPDQWOLQJ§�RI�WKH�SUHVLGHQWLDOLVW�V\VWHP�PLJKW�DFWXDOO\�¦GRRP�IXWXUH
GHPRFUDWL]DWLRQ�HIIRUWV�§

�
�2Q�WKH�RWKHU�KDQG��LI�WKLV�LV�WKH�FDVH�WKHQ�0H[LFDQ�GHPRFUDF\

ZLOO�UHPDLQ�SUHFDULRXVO\�GHSHQGHQW�RQ�WKH�JRRGZLOO�DQG�GHWHUPLQHG�FRPPLWPHQW�RI
=HGLOOR�DQG�KLV�VXFFHVVRUV��*LYHQ�WKH�KLVWRULFDO�UHFRUG�RI�0H[LFDQ�SUHVLGHQWV��WKLV�LV�QRW�D
SDUWLFXODUO\�UHDVVXULQJ�WKRXJKW�

7KHQ��WKHUH�LV�WKH�IHDU�RI�ORVLQJ�FRQWURO�DQG�GHVFHQGLQJ�LQWR�YLROHQFH��7KHUH�LV�D
GDQJHU�WKDW�GHPRFUDWL]DWLRQ�FRXOG�XQVWLFN�WKH�JOXH�WKDW�KDV�KHOG�0H[LFR�WRJHWKHU�IRU�WKH
SDVW�VL[��DQG�D�KDOI�GHFDGHV��7KH�HQG�RI�WKH�VLQJOH�SDUW\�KHJHPRQLF�V\VWHP�FRXOG�OHDG�WR
DQ�DXWKRULW\�YDFXXP��SROLWLFDO�LPPRELOLVP��DQG�SHUKDSV�FKDRV��7KH�GHFOLQH�RI�WKH�35,
ZRXOG�DOPRVW�FHUWDLQO\�EH�DFFRPSDQLHG�E\�DQ�HURVLRQ�RI�SDUW\�GLVFLSOLQH��,I�WKH�ELWWHUQHVV
EHWZHHQ�WKH�JRYHUQLQJ�SDUW\�DQG�WKH�RSSRVLWLRQ�VKRXOG�JUHDWO\�LQFUHDVH�ZLWK�WKH�JURZWK
RI�UHDO�FRPSHWLWLRQ��PXOWLSDUWLVDQ�FRRSHUDWLRQ�PLJKW�EHFRPH�LPSRVVLEOH��,Q�WKDW�FDVH��LW�LV
HQWLUHO\�SRVVLEOH�WKDW�QR�VLQJOH�SDUW\�RU�FRDOLWLRQ�ZRXOG�EH�DEOH�WR�JRYHUQ�HIIHFWLYHO\��7KH
UHVXOWLQJ�GHDGORFN��FRPELQHG�ZLWK�WKH�LQFUHDVLQJ�GHPDQGV�DFFRPSDQ\LQJ�UDSLG
GHPRFUDWL]DWLRQ�DQG�JURZLQJ�UHVLVWDQFH�WR�UHIRUP�ERWK�ZLWKLQ�DQG�ZLWKRXW�WKH�35,��IURP
QDUFRWUDIILFNHUV��IRU�LQVWDQFH���FRXOG�OHDG�WR�WKH�ZKROHVDOH�EUHDNGRZQ�RI�WKH�V\VWHP�

1RQH�RI�WKLV�LV�WR�VXJJHVW�WKDW�VXFK�D�VFHQDULR�LV�SUREDEOH��EXW�LW�LV�FHUWDLQO\�D
SRVVLELOLW\��7KXV��WKH�WHPSWDWLRQ�WR�OLPLW��KDOW�RU�UHYHUVH�WKH�UHIRUP�SURFHVV��7KHUH�LV�D
JUHDW�GHDO�RI�DPELYDOHQFH�DERXW�GHPRFUDF\�LQ�WKH�0H[LFDQ�SROLWLFDO�FXOWXUH��7KHUH�LV�DQ
DWWUDFWLRQ�EDVHG�RQ�DQ�LGHDOL]HG�QRWLRQ�RI�GHPRFUDF\�DQG�WKH�EHQHILWV�RIWHQ�DVVRFLDWHG
ZLWK�LW��EXW�WKHUH�LV�DOVR�D�GHHS�IHDU�RI�WKH�XQNQRZQ�DQG�WKH�GHVWUXFWLRQ�RI�D�SROLWLFDO
DUUDQJHPHQW�WKDW�KDV�PDLQWDLQHG�RUGHU�DQG��VHFXULW\�IRU�D�YHU\�ORQJ�WLPH��3HUVRQDO
VHFXULW\�LV�QRW�VRPHWKLQJ�WKDW�SHRSOH�ULVN�HDVLO\��,I�WKH�YLROHQFH�ZUDFNLQJ�0H[LFR�VKRXOG
FRQWLQXH�WR�JURZ��WKH�DELOLW\�RI�GHPRFUDF\�WR�SURYLGH�RUGHU�DQG�VHFXULW\�PD\�EH�FDOOHG
LQWR�TXHVWLRQ��$W�VRPH�SRLQW��3UHVLGHQW�=HGLOOR�RU�KLV�VXFFHVVRU�PD\�IHHO�LW�QHFHVVDU\�WR
PDNH�SHDFH�ZLWK�WKH�¦GLQRVDXUV§�DQG�WKH�PDILRVRV�IRU�WKH�VDNH�RI�QDWLRQDO�VWDELOLW\��7KDW
PLJKW�ZHOO�OHDG�WR�DQ�DXWKRULWDULDQ�UHVWRUDWLRQ��ZLWK�WKH�SUHVLGHQW�WU\LQJ�WR�UXOH�DV�D
FDXGLOOR��VWURQJ�PDQ��ZKLOH�IHGHUDO��VWDWH�DQG�ORFDO�DXWKRULWLHV�LQFUHDVLQJO\�UHO\�RQ
UHSUHVVLRQ�WR�PDLQWDLQ�RUGHU�
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$QRWKHU�LPSRUWDQW�YDULDEOH�LQ�WKLV�VFHQDULR��RI�FRXUVH��LV�HFRQRPLF��,I�WKH
HFRQRP\�VKRXOG�FRQWLQXH�WR�GHFOLQH��VRFLDO�GLVFRQWHQW�ZRXOG�JURZ��PDNLQJ�JRYHUQDELOLW\
HYHQ�PRUH�SUREOHPDWLF��,I�WKLV�RFFXUUHG�LQ�FRQMXQFWLRQ�ZLWK�DQ�XSVXUJH�LQ�SROLWLFDO
YLROHQFH��WKH�SURVSHFWV�IRU�DQ�DXWKRULWDULDQ�UHVWRUDWLRQ�ZRXOG�VLJQLILFDQWO\�LQFUHDVH�

2QH�RI�WKH�PRVW�LPSRUWDQW�VRFLDO�EDVHV�RI�0H[LFDQ�GHPRFUDF\�KDV�EHHQ�WKH
PLGGOH�FODVV��<HW��XQGHU�FXUUHQW�FRQGLWLRQV�RI�HFRQRPLF�FULVLV��WKDW�VHFWRU�LV�EHLQJ
SXOYHUL]HG��:LOO�PLGGOH�FODVV�0H[LFDQV�FRQWLQXH�WR�VXSSRUW�GHPRFUDF\�ZKHQ�WKH\�DUH�QR
ORQJHU�PLGGOH�FODVV"�7KH�GDQJHU�RI�D�SURORQJHG��DJRQL]LQJ�VRFLRHFRQRPLF�FULVLV�LV�WKDW�LW
FDQ�GHVWUR\�WKH�OHJLWLPDF\�RI�WKH�GHPRFUDWLF�PRGHO�E\�H[SRVLQJ�LWV�LQDELOLW\�WR�VROYH�WKH
FRXQWU\©V�VRFLDO�DQG�HFRQRPLF�SUREOHPV��$QG�WKH�ERWWRP�OLQH�IRU�PRVW�0H[LFDQV¤DV�IRU
PRVW�KXPDQ�EHLQJV¤LV�HFRQRPLF��'HPRFUDF\�PD\�EH�GHVLUDEOH��EXW�IRRG��FORWKLQJ�DQG
VKHOWHU�DUH�HVVHQWLDO�

$OO�WKLV�PDNHV�SUREDEOH�D�FRQWLQXDWLRQ�RI�WKH�SUHVHQW�WUHQG�WRZDUGV�JUHDWHU�VRFLDO
DQG�SROLWLFDO�YLROHQFH��/DERU�XQUHVW��JXHUULOOD�DFWLYLW\��DQG�WHUURULVP�DUH�OLNHO\�WR�JHW
ZRUVH��0LGGOH�FODVV�SURWHVW�PRYHPHQWV��FRPSRVHG�RI�VPDOO�DQG�PHGLXP�EXVLQHVVPHQ�
FUHGLW�FDUG�GHEWRUV�DQG�RWKHU�GHVSHUDWH�PHPEHUV�RI�WKH�ERXUJHRLVLH��ZLOO�EHFRPH�PRUH
ZLGHVSUHDG�DQG�DQJU\��$W�WKH�VDPH�WLPH��WKHUH�DUH�VLJQV�WKDW�WKH�WKUHDW�IURP
QDUFRWUDIILFNHUV�LV�HQWHULQJ�D�QHZ�VWDJH��WKH�GDQJHU�LV�QR�ORQJHU�FRQILQHG�WR�WKH�HFRQRPLF
SHQHWUDWLRQ�RI�SROLWLFDO�DQG�EXUHDXFUDWLF�VWUXFWXUHV��L�H���EULEHU\���$V�LQ�&RORPELD��WKH
FDUWHOV�VHHP�WR�EH�LQFUHDVLQJO\�ZDJLQJ�YLROHQFH�DJDLQVW�WKH�VWDWH�LWVHOI��7KDW�PD\�ZHOO�EH

SDUW�RI�WKH�ODUJHU�PHDQLQJ�RI�WKH�&RORVLR��3RVDGDV��DQG�5XL]�0DVVLHX�DVVDVVLQDWLRQV�
�

)LQDOO\��WKHUH�LV�WKH�UROH�RI�WKH�8QLWHG�6WDWHV��&RQWUDU\�WR�WKH�DVVXPSWLRQV�RI�PDQ\
1RUWK�$PHULFDQV��WKH�KLVWRULFDO�UHFRUG�GRHV�QRW�OHQG�PXFK�VXSSRUW�IRU�WKH�DVVXPSWLRQ
WKDW�WKH�8�6��*RYHUQPHQW�ZLOO�WDNH�D�VWURQJ�DQG�FRQFHUWHG�VWDQG�RQ�EHKDOI�RI�GHPRFUDF\
DQG�KXPDQ�ULJKWV�LQ�0H[LFR��,Q�WKH�SDVW��:DVKLQJWRQ�KDV�DOPRVW�DOZD\V�YDOXHG�VWDELOLW\
RYHU�GHPRFUDF\��1HLWKHU�WKH�%XVK�QRU�WKH�&OLQWRQ�DGPLQLVWUDWLRQ�LQFOXGHG�SROLWLFDO�LVVXHV
LQ�WKH�1$)7$�QHJRWLDWLRQV��2QO\�LQ�WKH�DIWHUPDWK�RI�WKH�=DSDWLVWD�XSULVLQJ�DQG�WKH
&RORVLR�DVVDVVLQDWLRQ��ZKHQ�WKH�FRXQWU\©V�SROLWLFDO�VWDELOLW\�VHHPHG�LQ�MHRSDUG\�DQG�D
IUDXGXOHQW�EDOORWLQJ�LQ�WKH�$XJXVW������HOHFWLRQV�ZRXOG�KDYH�SRVHG�PDMRU�SUREOHPV�IRU
8�6��0H[LFDQ�UHODWLRQV��LQFOXGLQJ�1$)7$���GLG�WKH�&OLQWRQ�DGPLQLVWUDWLRQ�UHDOO\�SUHVV
6DOLQDV�RQ�WKH�LVVXH�RI�GHPRFUDF\��2QFH��:DVKLQJWRQ©V�SROLWLFDO�QHHGV�KDYH�EHHQ
VDWLVILHG�DQG�0H[LFR�GLVDSSHDUV�IURP�WKH�IURQW�SDJH�RI�7KH�1HZ�<RUN�7LPHV��RQH�VXVSHFWV
WKHUH�ZLOO�EH�D�UHWXUQ�WR�EXVLQHVV�DV�XVXDO�

,Q�VKRUW��WKH�IXWXUH�RI�0H[LFDQ�GHPRFUDF\�UHPDLQV�SUREOHPDWLF��7KRXJK�SURJUHVV
KDV�EHHQ�PDGH��WKH�FRXQWU\�VWLOO�KDV�D�ORQJ�ZD\�WR�JR��2Q�WKH�SRVLWLYH�VLGH��3UHVLGHQW
=HGLOOR�KDV�PRYHG�TXLFNO\�WR�DFFHOHUDWH�WKH�UHIRUP�SURFHVV��7KH�HQWLUH�6XSUHPH�&RXUW
KDV�EHHQ�UHSODFHG��WKH�MXGLFLDU\�DQG�IHGHUDO�SROLFH�KDYH�EHHQ�UHVWUXFWXUHG��(IIRUWV�DUH
EHLQJ�PDGH�WR�EULQJ�WKH�GHPRFUDWLF�OHIW�LQWR�WKH�SROLWLFDO�SURFHVV��0RUHRYHU��SUHVVXUHV�IRU
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UHIRUP�KDYH�DFTXLUHG�D�PRPHQWXP�RI�WKHLU�RZQ�DQG�ZLOO�QRW�VRRQ�GLVDSSHDU��7KLV�LV�QRW
VLPSO\�D�PDWWHU�RI�WKH�0H[LFDQ�SUHVLGHQW�RFFDVLRQDOO\�SUHVVLQJ�IRU�GHPRFUDWL]DWLRQ��7KH
SROLWLFDO�FXOWXUH�LV�LQ�IOX[��(FRQRPLF�PRGHUQL]DWLRQ�KDV�VSLOOHG�RYHU�LQWR�WKH�VRFLDO�DQG
SROLWLFDO�UHDOPV��1HZ�IRUFHV�KDYH�EHHQ�XQOHDVKHG�ZKLFK�DUH�HURGLQJ�WKH�GRPLQDQFH�RI
WUDGLWLRQDO�VWUXFWXUHV�DQG�LQWHUHVWV��7KHUH�KDV�EHHQ�DQ�HQRUPRXV�JURZWK�RI�FLYLO�VRFLHW\�
LQFOXGLQJ�D�SUROLIHUDWLRQ�RI�0H[LFDQ�DQG�LQWHUQDWLRQDO�1*2V��QRQJRYHUQPHQWDO
RUJDQL]DWLRQV��WKDW�KDYH�SXVKHG�IRU�SROLWLFDO�UHIRUP�DQG�PRQLWRUHG�LWV�SURJUHVV��7KHVH
HOHPHQWV�KDYH�EHFRPH�LPSRUWDQW�WUDQVPLWWHUV�RI�LQIRUPDWLRQ�WR�WKH�RXWVLGH�ZRUOG�

�
�$V

ORQJ�DV�1$)7$�UHPDLQV�D�SULRULW\��WKH�0H[LFDQ�*RYHUQPHQW�FDQQRW�DIIRUG�WR�LJQRUH�LWV
LQWHUQDWLRQDO�LPDJH�

:KLOH�LW�LV�SRVVLEOH�WKDW�WKLV�FRQFHUQ�ZLWK�IRUHLJQ¤HVSHFLDOO\�8�6�¤RSLQLRQ�PD\
IDGH�RQFH�WKH�FXUUHQW�HFRQRPLF�FULVLV�DEDWHV��WKH�RSHQLQJ�RI�WKH�0H[LFDQ�HFRQRP\�DQG
VRFLHW\�WR�8�6��DQG�&DQDGLDQ�LQIOXHQFHV�DQG�IRUHLJQ�1*2V�ZLOO�SUREDEO\�FRQWLQXH�WKH
VXEWOH�QXUWXULQJ�RI�GHPRFUDWLF�YDOXHV���2Q�WKH�RWKHU�KDQG��WKLV�LV�QRW�D�VXUH�WKLQJ��,I�8�6��
0H[LFDQ�UHODWLRQV�GHWHULRUDWH��WKH�RSSRVLWH�FRXOG�KDSSHQ���&RQVLGHUDEOH�SURJUHVV�KDV
DOUHDG\�EHHQ�PDGH�LQ�GHYHORSLQJ�UHDO�RSSRVLWLRQ�SDUWLHV�DQG�D�FRPSHWLWLYH�SDUW\�V\VWHP�
:LWK�D�OHVV�HUUDWLF�EXW�VWLOO�DWWUDFWLYH�FDQGLGDWH��9LFHQWH�)R[�RU�$QWRQLR�/R]DQR�
SHUKDSV���WKH�3DUWLGR�$FFLyQ�1DWLRQDO��3$1��ZRXOG�SUREDEO\�EH�DQ�HYHQ�PRUH
IRUPLGDEOH�IRH�LQ������WKDQ�LW�ZDV�LQ�������ZKHQ�LW�SODFHG�VHFRQG�ZLWK�RYHU�D�TXDUWHU�RI
WKH�YRWH��(YHQ�WKH�OHIWLVW�3DUWLGR�GH�OD�5HYROXFLyQ�'HPRFUiWLFD��35'���LI�LW�FRXOG�ILQG�D
G\QDPLF�QHZ�OHDGHU�DQG�LPSURYH�LWV�LQWHUQDO�XQLW\��FRXOG�VWDJH�D�FRPHEDFN��7KH
HFRQRPLF�FULVLV�XQOHDVKHG�E\�WKH�'HFHPEHU������GHYDOXDWLRQ�RI�WKH�SHVR�KDV�DOUHDG\
SURGXFHG�D�VWURQJ�SROLWLFDO�EDFNODVK��7KHUH�DUH�VLJQV�WKDW������PD\�EH�D�EHOOZHWKHU�\HDU�
$�VHULHV�RI�VWDWH�HOHFWLRQV�DUH�VFKHGXOHG�LQ�ZKLFK�WKH�35,�LV�OLNHO\�WR�EH�FKDOOHQJHG�DV
QHYHU�EHIRUH��:KLOH�LW�LV�WRR�HDUO\�WR�WHOO��LW�PD\�ZHOO�EH�WKDW�ZH�DUH�ZLWQHVVLQJ�WKH�ELUWK�RI
D�JHQXLQHO\�FRPSHWLWLYH�PXOWLSDUW\�V\VWHP�

,Q�VXP��WKH�RXWORRN�LV�PL[HG��7KH�SROLWLFDO�PLOLHX�FRQWLQXHV�WR�EH�VZHSW�E\�VWURQJ
FURVVFXUUHQWV��7KLV�FDQ�EH�GHWHFWHG�HYHQ�LQ�WKH�EHKDYLRU�RI�3UHVLGHQW�=HGLOOR��7KXV��HYHQ
DV�KH�ZDV�SOHGJLQJ�GXULQJ�WKH������HOHFWLRQ�FDPSDLJQ�WR�HQFRXUDJH�GHPRFUDWL]DWLRQ
ZLWKLQ�WKH�35,�E\�SXVKLQJ�IRU�LQWHUQDO�HOHFWLRQV�RU�UHSUHVHQWDWLYH�FRQYHQWLRQV��KH�OLPLWHG
WKDW��SURPLVH�WR�WKH�SHULRG�SULRU�WR�KLV�LQDXJXUDWLRQ��$IWHU�WKDW��KH�VDLG��KH�ZRXOG�EHFRPH
D�¦SDVVLYH§�PHPEHU�RI�WKH�SDUW\�DQG�ZRXOG�QRW�¦LQWHUIHUH�LQ�DQ\�ZD\§�LQ�WKH�FDQGLGDWH�
VHOHFWLRQ�SURFHVV�

�
�2QH�KDV�WR�ZRQGHU�KRZ�PHDQLQJIXO�SURPLVHV�RI�UHIRUP�DUH�LI�WKH

SUHVLGHQW�LV�QRW�ZLOOLQJ�WR�DJJUHVVLYHO\�IROORZ�XS�RQ�WKHP�

6LPLODUO\��ZKLOH�=HGLOOR�VRXJKW�WR�VLJQDO�KLV�VXSSRUW�IRU�SROLWLFDO�DQG�MXGLFLDO
UHIRUP�E\�DSSRLQWLQJ�WKH�3$1©V�$QWRQLR�/R]DQR�DWWRUQH\�JHQHUDO��KH�VLPXOWDQHRXVO\
ERZHG�WR�WKH�2OG�*XDUG�E\�PDNLQJ�,JQDFLR�3LFKDUGR�3HJD]D�VHFUHWDU\�RI�HQHUJ\��7KLV
ZDV�WKH�VDPH�3LFKDUGR�ZKR�KDG�EHHQ�DFFXVHG��ZKHWKHU�MXVWO\�RU�QRW�KDV�QRW�EHHQ
GHWHUPLQHG�

�
�RI�LPSHGLQJ�WKH�LQYHVWLJDWLRQ�RI�WKH�5XL]�0DVVLHX�DVVDVVLQDWLRQ��7KH

DSSRLQWPHQW�UDLVHG�TXHVWLRQV�DV�WR�KRZ�IDU�WKH�SUHVLGHQW�ZDV�UHDOO\�ZLOOLQJ�WR�JR�LQ�WHUPV
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RI�ZHHGLQJ�RXW�FRUUXSWLRQ�DQG�SURPRWLQJ�SROLWLFDO�UHIRUP��,Q�WKH�ZDNH�RI�WKH�SHVR©V
GHYDOXDWLRQ��PRUHRYHU��WKH�FUHGLELOLW\�RI�WKH�¦WHFKQRSROV§�KDV�EHHQ�VHULRXVO\�GDPDJHG�
2OG�*XDUG�UHSUHVHQWDWLRQ�LQ�WKH�FDELQHW�KDV�EHHQ�VWUHQJWKHQHG��FDVWLQJ�IXUWKHU�GRXEW�DV�WR

WKH�JRYHUQPHQW©V�GLUHFWLRQ�
��

$�FRPSDUDEOH�DPELYDOHQFH�VXUURXQGV�WKH�-DQXDU\������DJUHHPHQW�EHWZHHQ�WKH
0H[LFDQ�*RYHUQPHQW�DQG�WKH�IRXU�OHDGLQJ�SROLWLFDO�SDUWLHV�SURYLGLQJ�IRU�DGGLWLRQDO
GHPRFUDWLF�UHIRUPV�DQG�WKH�GHIXVLQJ�RI�WKH�FULVHV�LQ�7DEDVFR�DQG�&KLDSDV�WKURXJK�QHZ
HOHFWLRQV���%RWK�VWDWHV�H[SHULHQFHG�IUDXG�WDLQWHG��GLVSXWHG�YRWHV�LQ��������1R�VRRQHU�ZDV
WKH�LQN�GU\�RQ�WKLV�¦KLVWRULF§�SDFW�WKDQ�WKH�JRYHUQPHQW�FKDQJHG�GLUHFWLRQ��DGRSWLQJ�D�QHZ
KDUG�OLQH�RQ�&KLDSDV�DQG�VHQGLQJ�WKH�DUP\�LQWR�JXHUULOOD�WHUULWRU\��7KLV�LQ�WXUQ�SURPSWHG
WKH�35'�WR�GHFODUH�WKDW�WKH�DFFRUG�KDG�EHHQ�VKDWWHUHG��6XEVHTXHQWO\��=HGLOOR�EDFNHG�DZD\
IURP�WKH�SOHGJH�RI�D�QHZ�HOHFWLRQ�LQ�7DEDVFR�DQG�UHFRJQL]HG�D�TXHVWLRQDEOH�35,

¦YLFWRU\§�LQ�DQRWKHU�IUDXG�ULGGHQ�EDOORWLQJ�LQ�WKH�<XFDWiQ�
��

,Q�OLJKW�RI�WKH�DPELYDOHQFH�DQG�IOXLGLW\�DVVRFLDWHG�ZLWK�0H[LFDQ�GHPRFUDWL]DWLRQ�
WKH�EHVW�WKDW�FDQ�EH�VDLG�LV�WKDW�WKH�=HGLOOR�VH[HQLR����\HDU�WHUP��ZLOO�ZLWQHVV�D
FRQWLQXDWLRQ�RI�WKH�RQJRLQJ�VWUXJJOH�IRU�WKH�VRXO�RI�WKH�QDWLRQ��,Q�SDUW��WKLV�ZLOO�DVVXPH
WKH�IRUP�RI�D�GLDOHFWLFDO�FRQIOLFW�EHWZHHQ�WKRVH�IRUFHV�WKDW�ZDQW�WR�DFFHOHUDWH
GHPRFUDWL]DWLRQ�DQG�WKRVH�WKDW�DUH�EHQW�RQ�GHUDLOLQJ�LW��8QGHU�WKHVH�FLUFXPVWDQFHV��WKH
PRVW�OLNHO\�RXWORRN�LV�IRU�D�ORQJ��GUDZQ�RXW�SURFHVV�WKDW�ZLOO�WDNH�\HDUV¤DQG�SUREDEO\
GHFDGHV¤WR�FRPSOHWH��7KLV�SURFHVV�LV�XQOLNHO\�WR�EH�OLQHDU��7KHUH�ZLOO�EH�VHWEDFNV�DV�ZHOO
DV�VXFFHVVHV��+RSHIXOO\��WKHUH�ZLOO�EH�PRUH�RI�WKH�ODWWHU�WKDQ�WKH�IRUPHU��EXW�WKHUH�DUH�QR
JXDUDQWHHV��1RU�FDQ�RQH�GLVFRXQW�WKH�SRVVLELOLW\�RI�DQ�DXWKRULWDULDQ�UHVWRUDWLRQ�

7KH�3LWIDOOV�DQG�3URVSHFWV�RI�(FRQRPLF�5HFRYHU\�

7R�DSSUHFLDWH�IXOO\�WKH�WHQXRXV�QDWXUH�RI�WKH�GHPRFUDWLF�WUDQVLWLRQ�WKDW�LV
XQGHUZD\��RQH�PXVW�WDNH�LQWR�DFFRXQW�WKH�FORVHO\�UHODWHG�FKDOOHQJHV�RI�VRFLRHFRQRPLF
GHYHORSPHQW�DQG�SROLWLFDO�VWDELOLW\��,Q�D�FRXQWU\�OLNH�0H[LFR��ZKHUH�WKHUH��KDV�EHHQ�D
VHULRXV�HURVLRQ�RI�UHJLPH�OHJLWLPDF\��HFRQRPLF�SHUIRUPDQFH�DVVXPHV�LQFUHDVLQJ�SROLWLFDO
VLJQLILFDQFH��,Q�HIIHFW��D�GHDO�ZDV�VWUXFN�ZLWK�WKH�SXEOLF��HFRQRPLF�DQG�SROLWLFDO
PRGHUQL]DWLRQ�ZDV�SUHVHQWHG�DV�D�VWUDWHJ\�IRU�DFFHOHUDWLQJ�HFRQRPLF�JURZWK�LQ�RUGHU�WR
FUHDWH�QHZ�ZHDOWK�WKDW�ZRXOG�UDLVH�WKH�OLYLQJ�VWDQGDUGV�RI�RUGLQDU\�0H[LFDQV��,I�WKH�SODQ
ZDV�VXFFHVVIXO��WKH�OHJLWLPDF\�RI�ERWK�WKH�JRYHUQPHQW�DQG�WKH�SROLWLFDO�V\VWHP�ZRXOG�EH
VWUHQJWKHQHG��3UHFLVHO\�EHFDXVH�WKDW�OHJLWLPDF\�KDG�EHFRPH�VR�GHSHQGHQW�RQ
SHUIRUPDQFH��KRZHYHU��HFRQRPLF�VHWEDFNV�ZHUH�SRWHQWLDOO\�PRUH�GHVWDELOL]LQJ�WKDQ�HYHU�
,I�WKH�VWUDWHJ\�ZDV�XQVXFFHVVIXO��LW�ULVNHG�EHLQJ�GLVFUHGLWHG�DQG�VR��E\�LPSOLFDWLRQ��GLG
GHPRFUDF\�

:KDW�DUH�WKH�SURVSHFWV�IRU�HFRQRPLF�GHYHORSPHQW"�2QO\�D�VKRUW�ZKLOH�DJR��WKH
IXWXUH�VHHPHG�DVVXUHG��1$)7$�DSSHDUHG�UHDG\�WR�XVKHU�LQ�D�QHZ�HUD�RI�JURZWK�WKDW
ZRXOG�FDWDSXOW�0H[LFR�LQWR�WKH�UDQNV�RI�WKH�GHYHORSHG�QDWLRQV���2U�VR�LW�ZDV�DUJXHG�E\
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VRPH�WUHDW\�HQWKXVLDVWV���7KHQ��LQ�'HFHPEHU�������WKH�ERWWRP�GURSSHG�RXW�RI�WKH�SHVR�
'HOLULRXV�RSWLPLVP�JDYH�ZD\�WR�ERWWRPOHVV�JORRP��<HW��LQ�SHUVSHFWLYH��WKH�FROODSVH
VKRXOG�QRW�KDYH�FRPH�DV�VXFK�D�VKRFN��7KH�ZDUQLQJ�VLJQV�KDG�EHHQ�FOHDU��0H[LFR�ZDV
OLYLQJ�IDU�EH\RQG�LWV�PHDQV��SXUFKDVLQJ�IRUHLJQ�JRRGV�DQG�VHUYLFHV�PXFK�IDVWHU�WKDQ�LWV
HFRQRP\�FRXOG�FUHDWH�WKH�ZHDOWK�WR�SD\�IRU�WKHP��7KH�SHVR�ZDV�RYHUYDOXHG��FUHGLW�ZDV
DYDLODEOH�WR�DOPRVW�HYHU\RQH��7KH�FRXQWU\�ZDV�UXQQLQJ�D�KXJH�FXUUHQW�DFFRXQW�GHILFLW�
ZKLFK�FRXOG�EH�ILQDQFHG�RQO\�WKURXJK�PDVVLYH�IRUHLJQ�DQG�0H[LFDQ�SULYDWH�LQYHVWPHQW�
2EYLRXVO\��LQYHVWRU�FRQILGHQFH�ZDV�FULWLFDO��%XW��UDWKHU�WKDQ�GHYDOXH�HDUOLHU��ZKHQ�LW
PLJKW�KDYH�EHHQ�SRVVLEOH�WR�PDNH�D�VRIW�ODQGLQJ��IRU�SROLWLFDO�UHDVRQV�6DOLQDV�FKRVH�WR
SUHWHQG�WKH�SUREOHP�GLG�QRW�H[LVW��(YHQ�DIWHU�WKH�$XJXVW�HOHFWLRQV��KH�UHIXVHG�WR�PDNH�WKH
KDUG�GHFLVLRQ�WKDW�ZDV�QHFHVVDU\��,QVWHDG��KH�JDPEOHG�WKDW�LQYHVWRUV�ZRXOG�FRQWLQXH�WR

SRXU�PRQH\�LQWR�0H[LFR��HYHQ�LQ�WKH�IDFH�RI�FRQWLQXLQJ�SROLWLFDO�WXUPRLO�
��

7KH�IDOODF\�RI�WKDW�DVVXPSWLRQ�LV�QRZ�SDLQIXOO\�HYLGHQW��)RU�PRQWKV��0H[LFR�KDG
EHHQ�KHPRUUKDJLQJ�KDUG�FXUUHQF\��%HWZHHQ�'HFHPEHU������DQG�'HFHPEHU�������IRUHLJQ
UHVHUYHV�IHOO�IURP�����ELOOLRQ�WR����ELOOLRQ��7KURXJKRXW�WKH�\HDU��PRUHRYHU��QHUYRXV
LQYHVWRUV�KDG�EHHQ�VKLIWLQJ�PRQH\�IURP�SHVR�GHQRPLQDWHG�QRWHV�WR�ORZHU�LQWHUHVW�GROODU�
GHQRPLQDWHG�VHFXULWLHV��WHVRERQRV��WKDW�DOORZHG�WKHP�WR�ZLWKGUDZ�WKHLU�IXQGV�IURP�WKH
FRXQWU\�PRUH�HDVLO\��6RPH�����ELOOLRQ�RI�WKHVH�ELOOV�ZHUH�GXH�LQ�WKH�PRQWKV�DKHDG��$W�WKH
VDPH�WLPH��WKH�&HQWUDO�%DQN�ZDV�IUDQWLFDOO\�XVLQJ�LWV�LQFUHDVLQJO\�VFDUFH�GROODUV�WR�EX\
SHVRV�LQ�RUGHU�WR�SURS�XS�WKH�ODWWHU��:KHQ�6DOLQDV�UHYHDOHG�WKH�VWDWH�RI�0H[LFR©V�GHFOLQLQJ
UHVHUYHV�LQ�KLV�6WDWH�RI�WKH�1DWLRQ�DGGUHVV�LQ�HDUO\�1RYHPEHU��LW�RQO\�ZRUVHQHG�WKH
SUREOHP��0DWWHUV�ZHUH�IXUWKHU�FRPSOLFDWHG�ZKHQ�WKH�LQFRPLQJ�SUHVLGHQW��=HGLOOR��VKRRN
XS�WKH�)LQDQFH�0LQLVWU\©V�PDQDJHPHQW�WHDP��KHLJKWHQLQJ�WKH�IHDUV�RI�0H[LFDQ�ILQDQFLDO
PDQDJHUV�ZKR�DOUHDG\�YLHZHG�KLP�DV�D�ZHDN�DQG�XQWHVWHG�OHDGHU��0HDQZKLOH��WKH
=DSDWLVWDV�ZHUH�UHVXUUHFWLQJ�WKH�VSHFWHU�RI�ZDU��VSXUULQJ�ELOOLRQV�PRUH��GROODUV�WR�IOHH�WKH
FRXQWU\��2Q�'HFHPEHU�����WKH�UHEHOV�DQQRXQFHG��IDOVHO\��WKDW�WKH\�KDG�VOLSSHG�WKURXJK
WKH�PLOLWDU\©V�FRUGRQ�DQG�RFFXSLHG����PXQLFLSDOLWLHV�LQ�&KLDSDV��,QYHVWRUV�SDQLFNHG�
GXPSLQJ�0H[LFDQ�VWRFNV�DQG�ERQGV�DQG�SURPSWLQJ�WKH�JRYHUQPHQW�WR�VSHQG�HYHQ�PRUH
RI�LWV�UDSLGO\�HYDSRUDWLQJ�UHVHUYHV�LQ�D�VKRUW�OLYHG�DQG�IXWLOH�HIIRUW�WR�PDLQWDLQ�WKH�YDOXH

RI�WKH�SHVR�
��

/DWHU��6DOLQDV�ZRXOG�WU\�WR�VKLIW�EODPH�IURP�KLPVHOI�WR�=HGLOOR�E\�FODLPLQJ�WKDW

WKH�ODWWHU©V�LQHSW�KDQGOLQJ�RI�WKH�GHYDOXDWLRQ�KDG�WXUQHG�D�PHUH�¦SUREOHP§�LQWR�D
¦FULVLV�§

��
�7KHUH�LV�VRPH�WUXWK�LQ�WKLV��&HUWDLQO\��=HGLOOR©V�GLWKHULQJ�PDGH�D�EDG�VLWXDWLRQ

ZRUVH��1RW�RQO\�GLG�KH�IDLO�WR�WDNH�WKH�VWURQJ�LQLWLDO�PHDVXUHV�WKDW�PLJKW�KDYH�UHDVVXUHG
LQYHVWRUV��EXW�KLV�GLVFORVXUH�WR�0H[LFDQ�EXVLQHVVPHQ�DQG�EDQNHUV�WKDW�WKH�JRYHUQPHQW
ODFNHG�WKH�UHVHUYHV�WR�SURWHFW�WKH�SHVR�DFFHOHUDWHG�WKH�VWDPSHGH�WR�FRQYHUW�SHVRV�LQWR
GROODUV��1RU�GLG�WKH�REYLRXV�LQDGHTXDF\�RI�=HGLOOR©V�LQLWLDO�(FRQRPLF�(PHUJHQF\�3ODQ
DQG�KLV�VORZQHVV�LQ�SXWWLQJ�WRJHWKHU�D�VXEVHTXHQW�SODQ�KHOS�PDWWHUV��7KHVH�PHDVXUHV
DOZD\V�VHHPHG�WRR�OLWWOH�DQG�WRR�ODWH�WR�UHVWRUH�LQYHVWRU�FRQILGHQFH�

7KLV�EHLQJ�VDLG��LW�LV�D�ELW�XQIDLU�WR�EODPH�=HGLOOR�IRU�D�FULVLV�WKDW�H[SORGHG
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YLUWXDOO\�WKH�GD\�DIWHU�KH�DVVXPHG�RIILFH��+H�KDG�EHHQ�GHDOW�D�WHUULEOH�KDQG��PRUHRYHU��WKH
VKRFN�ZKHQ�LW�FDPH�KLW�VR�IDVW�DQG�VR�XQH[SHFWHGO\�WKDW�LWV�IXOO�GLPHQVLRQV�FRXOG�QRW�EH
LPPHGLDWHO\�JUDVSHG��8QGHU�WKH�FLUFXPVWDQFHV��WKH�GHWHUPLQDWLRQ�QRW�WR�¦RYHUUHDFW§�ZDV
XQGHUVWDQGDEOH��WKRXJK�WR�EH�VXUH�WKH�JRYHUQPHQW©V�KDQGOLQJ�RI�WKH�FULVLV�ZDV�EXQJOHG�LQ
RWKHU�UHVSHFWV�

7KH�SRLQW�LV�WKDW�WKHUH�ZDV�SOHQW\�RI�EODPH�WR�JR�DURXQG��(YHQ�WKH�8QLWHG�6WDWHV
SOD\HG�D�VLJQLILFDQW�QHJDWLYH�UROH��IRU�DW�WKH�YHU\�WLPH�WKDW�LQYHVWRUV�ZHUH�JURZLQJ�ZDU\�RI
0H[LFR�WKH�)HGHUDO�5HVHUYH�ZDV�SURYLGLQJ�WKHP�ZLWK�DQ�LQFUHDVLQJO\�DWWUDFWLYH
DOWHUQDWLYH�E\�UHSHDWHGO\�UDLVLQJ�8�6��LQWHUHVW�UDWHV��,QYHVWRUV�ZHUH�QRW�MXVW�IOHHLQJ
0H[LFR��WKH\�ZHUH�VHQGLQJ�WKHLU�PRQH\�WR�WKH�8QLWHG�6WDWHV��7KLV�FRPELQHG�SXVK�SXOO
IDFWRU�LQFUHDVLQJO\�XQGHUPLQHG�WKH�VWDELOLW\�RI�WKH�SHVR�WR�WKH�SRLQW�ZKHUH�WKH�PHUH
DSSHDUDQFH�RI�SROLWLFDO�LQVWDELOLW\��ZKLFK�TXLFNO\�WXUQHG�RXW�WR�EH�DQ�LOOXVLRQ��FRXOG
WULJJHU�DQ�HFRQRPLF�FROODSVH��1RU�GLG�:DVKLQJWRQ�UHVSRQG�WR�WKH�FULVLV�LQ�WKH�NLQG�RI
UDSLG�DQG�GHFLVLYH�PDQQHU�WKDW�PLJKW�KDYH�UHVWRUHG�LQYHVWRU�FRQILGHQFH�DQG�HQDEOHG�WKH
0H[LFDQ�*RYHUQPHQW�WR�SXW�WRJHWKHU�LWV�HFRQRPLF�UHFRYHU\�SODQ�PRUH�SURPSWO\��7KH
LQLWLDO�HIIRUW�WR�JXDUDQWHH�0H[LFDQ�ORDQV�ZDV�LQVXIILFLHQW��DQG�ZKHQ�LW�EHFDPH�FOHDU�WKDW
PXFK�PRUH�ZRXOG�EH�QHHGHG�&RQJUHVV�JRW�FROG�IHHW��0RQWKV�DIWHU�WKH�FULVLV�EHJDQ�
&RQJUHVV�ZDV�VWLOO�FRQVLGHULQJ�OHJLVODWLRQ�WR�FXW�RII�8�6��ORDQ�JXDUDQWHHV��,I�RQH�ZDQWHG�WR
LQVWLOO�LQVHFXULW\�LQ�WKH�KHDUWV�RI�LQYHVWRUV�DQG�XQGHUPLQH�0H[LFR©V�HFRQRPLF�UHFRYHU\�
WKDW�ZDV�FHUWDLQO\�WKH�ZD\�WR�GR�LW�

%XW�ZKDW�DUH�WKH�SURVSHFWV�IRU�D�UHFRYHU\"�$W�EHVW��WKH\�DUH�PL[HG��$W�WKLV�ZULWLQJ�
WKH�VLWXDWLRQ�VHHPV�WR�KDYH�VWDELOL]HG��EXW�ZKHWKHU�WKH�HFRQRP\�KDV�KLW�ERWWRP�RU�LV
PHUHO\�UHVWLQJ�RQ�D�OHGJH��SRLVHG�WR�UHVXPH�LWV�GRZQZDUG��SOXQJH�DW�VRPH�SRLQW�LQ�WKH
PRQWKV�RU�\HDUV�DKHDG��FDQQRW�EH�FRQILGHQWO\�SUHGLFWHG��,Q�SXUHO\�PDFURHFRQRPLF�WHUPV�
WKH�SUREOHP�DSSHDUV�PDQDJHDEOH��7KH�0H[LFDQ�*RYHUQPHQW�KDV�LQVWLWXWHG�D�UHJLPH�RI
EXGJHW�FXWV��WD[�LQFUHDVHV��SULFH�KLNHV�DQG�WLJKW�PRQH\��$Q�LQWHUQDWLRQDO�FRPPLWPHQW�RI
VRPH�����ELOOLRQ�KDV�EHHQ�H[WHQGHG�WR�KHOS�0H[LFR�RYHU�WKH�KXPS��7KDQNV�WR�WKLV�DLG�
PRVW�RI�WKH�WHVRERQR�GHEW�KDV�QRZ�EHHQ�SDLG�RII��7KH�SHVR�KDV�VWDELOL]HG��DQG�WKH�VWRFN
PDUNHW�KDV�UHFRYHUHG�PXFK�RI�ZKDW�LW�ORVW�GXULQJ�LWV�'HFHPEHU�)HEUXDU\�SOXQJH�

��

&OHDUO\��WKLV�FULVLV�LV�GLIIHUHQW�IURP�WKH�RQH�LQ�������ZKHQ�0H[LFR�IRXQG�LWVHOI�XQDEOH�WR
FRQWLQXH�SD\PHQWV�RQ�LWV�IRUHLJQ�GHEW��0DMRU�VWUXFWXUDO�FKDQJHV�KDYH�EHHQ�PDGH�VLQFH
WKHQ��7UDGH�KDV�EHHQ�EURDGHQHG��1$)7$�KDV�JLYHQ�0H[LFR�HQRUPRXV�DGYDQWDJHV�RYHU�LWV
/DWLQ�$PHULFDQ�QHLJKERUV�LQ�WHUPV�RI�DFFHVV�WR�1RUWK�$PHULFDQ�WUDGH�DQG�FDSLWDO�

7KXV��RQ�WKH�VXUIDFH��WKH�HFRQRP\�VHHPV�EHWWHU�SUHSDUHG�WR�ZHDWKHU�WKH�VWRUP
WKDQ�ZDV�WKH�FDVH�LQ�WKH�HDUO\�����V��7KH�FXUUHQW�FULVLV��PRUHRYHU��LV�RQH�RI�OLTXLGLW\
UDWKHU�WKDQ�VROYHQF\��$OUHDG\��WKH�GHYDOXDWLRQ�KDV�UHYHUVHG�WKH�FRXQWU\©V�WUDGH�GHILFLW
ZLWK�WKH�8QLWHG�6WDWHV��0H[LFDQV�DUH�QRZ�VHOOLQJ�PRUH�DQG�EX\LQJ�OHVV��WKHLU�JRRGV�DUH
PRUH�FRPSHWLWLYH��,I�WKH\�FDQ�HVWDEOLVK�D�PDVVLYH�WUDGH�VXUSOXV��LW�ZLOO�UHGXFH�WKHLU�QHHG
WR�LPSRUW�IRUHLJQ�FDSLWDO���7KURXJK�0D\��0H[LFR©V�RYHUDOO������WUDGH�EDODQFH�UHJLVWHUHG�D
VXUSOXV�RI��������ELOOLRQ��FRPSDUHG�WR�D������ELOOLRQ�GHILFLW�GXULQJ�WKH�VDPH�SHULRG�LQ
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������
��
�$W�WKH�VDPH�WLPH��HIIRUWV�DUH�EHLQJ�PDGH��WKURXJK�WKH�LPSRVLWLRQ�RI�KLJK�LQWHUHVW

UDWHV�DQG�RWKHU�PHDVXUHV��WR�UHWDLQ�DQG�OXUH�EDFN�IRUHLJQ�LQYHVWPHQW��D�WDVN�ZKLFK�VKRXOG
EH�DLGHG�E\�GHFOLQLQJ�LQWHUHVW�UDWHV�LQ�WKH�8QLWHG�6WDWHV��,I�WKH�HFRQRP\�FDQ�EH�VWDELOL]HG
DQG�SXW�RQ�D�VRXQGHU�IRRWLQJ��WKH�SURVSHFWV�IRU�UHFRYHU\�ZRXOG�VHHP�JRRG¤SURYLGLQJ
SROLWLFDO�WXUPRLO�FDQ�EH�DYRLGHG�DQG�WKHUH�DUH�QR�H[WHUQDO�VKRFNV�

7KH�FDWFK�LV�WKDW�LW�PD\�QRW�EH�SRVVLEOH�WR�PHHW�DOO�WKHVH�UHTXLUHPHQWV��7KRXJK�LQ
QDUURZ�PDFURHFRQRPLF�WHUPV�WKH�FXUUHQW�FULVLV�PD\�QRW�VHHP�WR�EH�RI�WKH�VDPH
PDJQLWXGH�DV�LQ�������WKH�GRPHVWLF�VRFLDO�DQG�SROLWLFDO�UDPLILFDWLRQV�DUH�PXFK�JUHDWHU�
DQG�WKHVH�LQ�WXUQ�IHHG�WKH�HFRQRPLF�FULVLV�DQG�PDNH�LW�HYHQ�PRUH�GDQJHURXV�

��
�2QH�NH\

YDULDEOH�LV�SROLWLFDO�VRFLDO�VWDELOLW\��,I�WKH�FULVLV�LQ�&KLDSDV�FRQWLQXHV�RU�VSUHDGV�WR�RWKHU
VWDWHV��LI�WKHUH�DUH�PRUH�SROLWLFDO�DVVDVVLQDWLRQV�DQG�VFDQGDOV��QRW�WR�PHQWLRQ�NLGQDSSLQJV�
GUXJ�WUDIILFNLQJ��VRFLDO�YLROHQFH��DQG�HOHFWRUDO�WXUPRLO���WKHQ�WKH�FUXFLDO�SV\FKRORJLFDO
SUHFRQGLWLRQV�IRU�HFRQRPLF�UHFRYHU\�PD\�QRW�EH�HVWDEOLVKHG��,QYHVWRUV�WHQG�WR�DYRLG
SROLWLFDOO\�XQVWDEOH��ULVN\�HQYLURQPHQWV�

)XUWKHUPRUH��ERWK�WKH�FXUUHQW�HFRQRPLF�FULVLV�DQG�LWV�VROXWLRQV�DUH�VHYHUHO\
DJJUDYDWLQJ�WKH�FRXQWU\©V�HQRUPRXV�VRFLDO�SUREOHPV��0H[LFR�LV�QRZ�LQ�D�GHHS�UHFHVVLRQ�
2YHU�������EXVLQHVVHV�KDYH�FORVHG�DQG�DW�OHDVW�D�PLOOLRQ�SHRSOH��DQG�SUREDEO\�PDQ\
PRUH��KDYH�ORVW�WKHLU�MREV�VLQFH�'HFHPEHU��=HGLOOR©V�UHFRYHU\�SURJUDP��ZLWK�LWV�HPSKDVLV
RQ�UHGXFHG�VSHQGLQJ��KLJK�LQWHUHVW�UDWHV��DQG�PRUH��SULYDWL]DWLRQV��ZLOO�RQO\�PDNH�WKH�SDLQ
ZRUVH��,Q�HIIHFW��WKH�JRYHUQPHQW�LV�DWWHPSWLQJ�WR�¦GHVWUR\�SURVSHULW\�LQ�RUGHU�WR�VDYH�LW�§

��

1RWZLWKVWDQGLQJ�HIIRUWV�WR�KROG�GRZQ�SULFH�LQFUHDVHV��LQIODWLRQ�LV�H[SHFWHG�WR�EH�EHWZHHQ
���DQG����SHUFHQW�LQ�������5HDO�ZDJHV�ZLOO�FRQWLQXH�WR�GHFOLQH�VKDUSO\��DQG�ODERU�XQUHVW
ZLOO�JURZ��PDNLQJ�LW�XQOLNHO\�WKDW�VRFLDO�WXUPRLO�ZLOO�GLPLQLVK��,W�PD\��LQGHHG��JHW�ZRUVH�
ZKLFK�PD\�PDNH�LW�PRUH�GLIILFXOW�WR�DWWUDFW�DQG�UHWDLQ�LQYHVWPHQW�FDSLWDO�

7R�WKLV�RQH�PXVW�DGG�VXFK�RWKHU�IDFWRUV�DV�DQ�HPHUJLQJ�EDQNLQJ�FULVLV��D�ZDYHULQJ
8�6��DOO\�ZKRVH�FRQWLQXLQJ�ILQDQFLDO�VXSSRUW�UHPDLQV�XQFHUWDLQ�

��
�FXOWXUDO�QRUPV�ZKLFK

YDOXH�VKRUW�WHUP�JUDWLILFDWLRQ�DQG�FRQVXPSWLRQ�RYHU�VDYLQJV�DQG�LQYHVWPHQW��IXWXUH
LQFUHDVHV�LQ�8�6��LQWHUHVW�UDWHV��DQG�D�QHZ�HUD�RI�YRODWLOH�JOREDO�PDUNHWV��PDUNHG�E\�WKH
VSHHG�ZLWK�ZKLFK�LQYHVWRUV�FDQ�ZLWKGUDZ�WKHLU�IXQGV�DQG�WKH�HDVH�ZLWK�ZKLFK�VXFK�PRYHV
FDQ�WULJJHU�D�GRPLQR�HIIHFW��LQGXFLQJ�HFRQRPLF�FULVHV�LQ�FRXQWULHV�IDU�UHPRYHG�IURP�WKRVH

LQ�ZKLFK�WKH�SURFHVV�EHJDQ�
��

6RPH�RI�WKHVH�SLWIDOOV��WR�EH�VXUH��DUH�GHEDWDEOH��7KH�8�6��VWUDWHJ\��IRU�LQVWDQFH��LV
EDVHG�RQ�WKH�DVVXPSWLRQ�WKDW�WKH�0H[LFDQ�FULVLV�LV�WKH�SURGXFW�RI�EDG�SROLFLHV��UDWKHU�WKDQ
D�QHZ�HUD�RI�XQVWDEOH�PDUNHWV��DQG�WKDW�WKH�HFRQRP\�FDQ�EH�WXUQHG�DURXQG�E\�PDNLQJ�WKH
ULJKW�SROLF\�DGMXVWPHQWV��7KLV�PD\�EH�VR��EXW�WKHUH�DUH�HQRXJK�XQIDYRUDEOH�RU�XQFHUWDLQ
YDULDEOHV�LQ�WKH�HTXDWLRQ�WKDW�RQH�FDQQRW�EH�YHU\�FRPSODFHQW�DERXW�WKH�IXWXUH��+LJK
0H[LFDQ�LQWHUHVW�UDWHV�KDYH�QRW�EHHQ�HQRXJK�WR�VWHP�WKH�H[RGXV�RI�SRUWIROLR�FDSLWDO��$QG
ZKLOH�WKH�RXWORRN�IRU�ORQJ�WHUP��IL[HG�LQYHVWPHQWV��SODQWV�DQG�HTXLSPHQW��DSSHDUV�WR�EH
EHWWHU��WKLV�ZLOO�QRW�VRRQ�RIIVHW�ZKDW�KDV�EHHQ�ORVW��7KH�PRPHQW�RI�WUXWK�ZLOO�OLNHO\�FRPH
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QH[W�\HDU��ZKHQ�0H[LFR�VWRSV�GUDZLQJ�RQ�IRUHLJQ�DVVLVWDQFH�DQG�ZLOO�EH�IDFH�WR�IDFH�ZLWK
WKH�PDUNHW�RQFH�DJDLQ�

7KXV��WKH�RXWORRN�LV�ERWK�PL[HG�DQG�XQFHUWDLQ��:KLOH�WKH�0H[LFDQ�*RYHUQPHQW�LV
SUHGLFWLQJ�¦YLJRURXV�HFRQRPLF�JURZWK§�LQ������

��
�LWV�IRUHFDVWV�KDYH�EHHQ�QRWRULRXVO\

RSWLPLVWLF�RI�ODWH��0RUH�OLNHO\��WKH�HFRQRP\�ZLOO�VSXWWHU�DORQJ�IRU�D�ZKLOH�LQ�D�UHFHVVLRQ�
ZLWK�UHFRYHU\�RFFXUULQJ�PXFK�VORZHU�DW�WKH�PLFUR�WKDQ�WKH�PDFUR�OHYHO��(TXDOO\�SRVVLEOH�
KRZHYHU��LV�WKH�SURVSHFW�WKDW�0H[LFR�ZLOO�EHFRPH�FDXJKW�LQ�D�ELQG��SROLWLFDO�DQG�VRFLDO
LQVWDELOLW\�ZLOO�FRQWLQXH�WR�XQGHUPLQH�WKH�UHFRYHU\��ZKLOH�JRYHUQPHQW�SROLFLHV�GHVLJQHG
WR�VWDELOL]H�WKH�HFRQRP\�ZLOO�SURGXFH�PRUH�SROLWLFDO�DQG�VRFLDO�LQVWDELOLW\��,I�WKLV�LV�LQGHHG
WKH�FDVH��WKHQ�WKH�PRVW�OLNHO\�RXWFRPH�LV�D�OHQJWK\�SHULRG�RI�UHFHVVLRQ�ORZ�JURZWK�RU��LQ
WKH�ZRUVW�FDVH��D�UHVXPSWLRQ�RI�D�GHVFHQGLQJ�HFRQRPLF�VSLUDO��,I�8�6��LQWHUHVW�UDWHV�VKRXOG
ULVH�RQFH�PRUH�DQG�LQWHUQDWLRQDO�VXSSRUW�IRU�0H[LFR�VKRXOG�IDOWHU��WKHQ�WKH�ODWWHU�ZRXOG
EHFRPH�DQ�LQFUHDVLQJO\�SUREDEOH�VFHQDULR�

6RFLRHFRQRPLF�'HYHORSPHQW�LQ�0H[LFR��$�&RQWUDGLFWLRQ�LQ�7HUPV"

<HW��WKH�¦FXUUHQW�FULVLV§�LV�RQO\�SDUW�RI�WKH�SUREOHP��$�SRWHQWLDOO\�PRUH�VHULRXV
GDQJHU�OLHV�LQ�WKH�LPSOLFDWLRQV�RI�0H[LFR©V�HFRQRPLF�VWUDWHJ\�IRU�VRFLDO�GHYHORSPHQW�
(FRQRPLVWV�DQG�SROLWLFLDQV�RIWHQ�RYHUORRN�WKH�IDFW�WKDW��WKHUH�LV�PXFK�PRUH�WR
VRFLRHFRQRPLF�GHYHORSPHQW�WKDQ�HFRQRPLF�JURZWK��WKHUH�DUH�DOVR�WKH�LPSOLFDWLRQV�RI�WKDW
JURZWK�IRU�WKH�OLYLQJ�VWDQGDUGV�DQG�TXDOLW\�RI�OLIH�RI�WKH�SRSXODFH��,W�FDQ�QR�ORQJHU�EH
DVVXPHG¤DV�LW�RQFH�ZDV¤WKDW�WKH�JHQHUDWLRQ�RI�HFRQRPLF�ZHDOWK�ZLOO�DXWRPDWLFDOO\
¦WULFNOH�GRZQ§�WR�WKH�PDVVHV��,W�LV�HQWLUHO\�SRVVLEOH�WR�KDYH�HFRQRPLF�GHYHORSPHQW�DQG
VRFLDO�GHFD\�RFFXUULQJ�VLPXOWDQHRXVO\¤DV��IRU�LQVWDQFH��LQ�WKH�FDVH�RI�D�JURZLQJ�HFRQRP\
WKDW�GRHV�QRW�FUHDWH�HQRXJK�MREV�WR�DEVRUE�WKH�H[SDQGLQJ�ODERU�IRUFH��2U��HTXDOO\�WR�WKH
SRLQW��DQ�HFRQRPLF�JURZWK�WKDW�SURGXFHV�JUHDWHU�VRFLR��HFRQRPLF�LQHTXDOLW\��:HDOWK
FUHDWHG�LQ�KLJKO\�LQHTXLWDEOH�VRFLHWLHV�JHWV�GLVWULEXWHG�YHU\�LQHTXLWDEO\��7KH�FUXFLDO
TXHVWLRQ�LV��:KR�EHQHILWV"

,Q�0H[LFR��WKH�EHQHILFLDULHV�RI�VWUXFWXUDO�DGMXVWPHQW�KDYH�EHHQ�PDLQO\�WKH�XSSHU
FODVV��HVSHFLDOO\�WKH�VXSHU�ULFK��2QH�VWDWLVWLF�LV�SDUWLFXODUO\�VWULNLQJ��,Q�������0H[LFR�KDG
MXVW���ELOOLRQDLUHV��E\�ODWH�������WKHUH�ZHUH�DW�OHDVW������2QO\���FRXQWULHV�KDG�PRUH��

��

:KLOH�VRPH�PHPEHUV�RI�WKH�PLGGOH�FODVV�DOVR�SURVSHUHG��WKH�IDUWKHU�RQH�PRYHG�GRZQ�WKH
VRFLRHFRQRPLF�ODGGHU��WKH�IHZHU�EHQHILFLDULHV�ZHUH�WR�EH�IRXQG��7KH�XSVKRW�ZDV�D
VLJQLILFDQW�LQFUHDVH�LQ�SRYHUW\�DQG�LQHTXDOLW\�

7KH�IDFWRUV�WKDW�SURGXFHG�WKHVH�FKDQJHV�DUH�ZHOO�NQRZQ�WR�VFKRODUV��7KH\�LQFOXGH
WKH�UHYHUVDO�RI�WKH�DJUDULDQ�UHIRUP��WKH�HPDVFXODWLRQ�RI�$UWLFOH����RI�WKH�&RQVWLWXWLRQ��
WKH�HOLPLQDWLRQ�RU�SKDVLQJ�RXW�RI�WDULIIV��IRRG�SULFH�FRQWUROV��DQG�IRRG�DQG�DJULFXOWXUDO
LQSXW�VXEVLGLHV��WKH�RSHQLQJ�RI�WKH�HFRQRP\�WR�WKH�ODUJH�VFDOH�LPSRUWDWLRQ�RI�IRRG�DQG
IHHG��DQG�WKH�SULYDWL]DWLRQ�RI�FUHGLW��WHFKQLFDO�DVVLVWDQFH�DQG�VWDWH�FRUSRUDWLRQV��7KH�UHVXOW
KDV�EHHQ�JURZLQJ�XQHPSOR\PHQW��XQGHUHPSOR\PHQW��ODQGOHVVQHVV�DQG�ODQG�SRYHUW\��1RU
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LV�WKHUH�DQ\�HQG�LQ�VLJKW��8QGHU�1$)7$��WKRXVDQGV�RI�XQFRPSHWLWLYH�0H[LFDQ�EXVLQHVVHV
DUH�EHLQJ�IRUFHG�WR�FORVH��7DULIIV�DQG�LPSRUW�TXRWDV�RQ�PDL]H�DQG�EHDQV�ZLOO�EH�SKDVHG
RXW��DORQJ�ZLWK�FRUQ�VXEVLGLHV��:LWK�WKH�UHIRUP�RI�$UWLFOH����QRZ�SHUPLWWLQJ�WKH�VDOH�RI
HMLGR�ODQGV�

��
�LW�DSSHDUV�KLJKO\�SUREDEOH�WKDW�LQHTXDOLW\�DQG�ODQG�FRQFHQWUDWLRQ�ZLOO

EHFRPH�PXFK�ZRUVH��DV�SHDVDQWV��XQDEOH�WR�FRPSHWH�ZLWK�FKHDS�IRUHLJQ�LPSRUWV��FRPH
XQGHU�JURZLQJ�SUHVVXUH�WR�VHOO�RXW�WR�ODUJH�DJUR�H[SRUW�SURGXFHUV��:KLOH�WKH�QXPEHU�RI
SHDVDQWV�DQG�DJULFXOWXUDO�ZRUNHUV�DIIHFWHG�FDQQRW�EH�FRQILGHQWO\�FDOFXODWHG��WKHQ�
8QGHUVHFUHWDU\�RI�$JULFXOWXUH�/XLV�7HOOH]�UHYHDOHG�WKDW�WKH�6DOLQDV�DGPLQLVWUDWLRQ©V
LQWHQWLRQ�ZDV�WR�HQFRXUDJH�WKH�HPLJUDWLRQ�RI�RYHU����PLOOLRQ�SHRSOH�IURP�UXUDO�DUHDV�E\

WKH�HQG�RI�WKH�FHQWXU\�
��

,W�PD\�ZHOO�EH��RI�FRXUVH��WKDW�WKH�LPSDFW�ZLOO�EH�PXFK�OHVV�WKHQ�RULJLQDOO\
DQWLFLSDWHG�DQG�LQWHQGHG��LW�LV�FHUWDLQO\�RFFXUULQJ�PXFK�VORZHU��

��
�EXW�HYHQ�VR�WKHUH�LV

OLNHO\�WR�EH�PDMRU�GLVSODFHPHQW��7KRVH�QR�ORQJHU�DEOH�WR�PDNH�D�OLYLQJ�LQ�WKH�FRXQWU\VLGH
ZLOO�IORFN�WR�WKH�FLWLHV��8QOHVV�WKH�HFRQRP\�JURZV�H[WUHPHO\�IDVW��DQG�LQ�D�ZD\�WKDW�LV
ODERU�LQWHQVLYH�UDWKHU�WKDQ�MXVW�FDSLWDO�LQWHQVLYH��LW�ZLOO�QRW�SURGXFH�QHDUO\�HQRXJK�MREV�WR
DEVRUE�WKLV�LQIOX[��7KH��FXUUHQW�RYHUVXSSO\�RI�ODERU�ZLOO�JURZ��ZDJHV�ZLOO�EH�GHSUHVVHG�

��

WKH�GHWHULRUDWLRQ�RI�XUEDQ�OLYLQJ�FRQGLWLRQV�ZLOO�DFFHOHUDWH��DQG�WKH�SRRU�ZLOO�FRQWLQXH�WR
PLJUDWH�WR�WKH�8QLWHG�6WDWHV��,QGHHG��WKH�IORZ�ZLOO�LQFUHDVH��+RZ�PDQ\�ZLOO�FRPH��QR�RQH
FDQ�VD\��$�QXPEHU�RI�VWXGLHV�KDYH�HVWLPDWHG�WKDW�WKH�FRPELQDWLRQ�RI�1$)7$�DQG�RWKHU
0H[LFDQ�SROLF\�FKDQJHV�FRXOG�EULQJ�LQ�XS�WR�VHYHUDO�KXQGUHG�WKRXVDQG�DGGLWLRQDO
LPPLJUDQWV�DQQXDOO\�LQ�WKH�VKRUW�WR�PHGLXP�UXQ�

��
�%XW�WKDW�ZDV�EHIRUH�WKH�FXUUHQW

HFRQRPLF�FULVLV�WULJJHUHG�IHDUV�RI�D�PXFK�ODUJHU�LQIOX[�
��

,Q�WKH�ORQJHU�UXQ��WKH�IORZ�PD\�ZHOO�GHFOLQH��'HPRJUDSKLF�IDFWRUV��GHFUHDVLQJ
UDWHV�RI�SRSXODWLRQ�JURZWK��VXJJHVW�DV�PXFK��2QFH�WKH�FXUUHQW�FULVLV�DQG�WKH
VRFLRHFRQRPLF�GLVUXSWLRQ�FDXVHG�E\�LW�DQG�E\�0H[LFDQ�SROLF\�GHFLVLRQV�DUH�SDVW��WKH
HFRQRP\�PD\�SLFN�XS��FUHDWLQJ�PRUH�MREV�DQG�EHWWHU�ZDJHV��%XW�WKLV�LV�SUREOHPDWLF�
$JDLQ��WKHUH�DUH�WRR�PDQ\�XQNQRZQ�RU�XQFRQWUROODEOH�YDULDEOHV�LQ�WKH�HTXDWLRQ�WR�EH
FRQILGHQW�DERXW�WKH�RXWFRPH�

7KH�6\QGURPH�RI�9RODWLOLW\�DQG�,WV�,PSOLFDWLRQV�IRU�0H[LFDQ�3ROLWLFDO�6WDELOLW\�

$OO�WKLV�REYLRXVO\�FDUULHV�LPSOLFDWLRQV�IRU�SROLWLFDO�VWDELOLW\��)LUVW��KRZHYHU��LW
PXVW�EH�SODFHG�ZLWKLQ�WKH�ODUJHU�FRQWH[W�RI�WKH�V\QGURPH�RI�YRODWLOLW\��$V������VR
GUDPDWLFDOO\�LOOXVWUDWHG��0H[LFR�KDV�EHFRPH�RQH�RI�WKH�PRVW�YRODWLOH�FRXQWULHV�LQ�/DWLQ
$PHULFD��*LYHQ�LWV�ORQJ�UHFRUG�RI�SROLWLFDO�VWDELOLW\��WKLV�FDPH�DV�D�VKRFN�WR�ERWK
0H[LFDQV�DQG�IRUHLJQ�REVHUYHUV��<HW��WKH�V\PSWRPV�FRXOG�EH�WUDFHG�EDFN�DW�OHDVW�DV�IDU�DV
�����DQG�WKH�EORRG\�VXSSUHVVLRQ�RI�WKH�VWXGHQW�PRYHPHQW��,Q�WKH�����V�DQG�HDUO\�����V�
WKH\�ZHUH�PDQLIHVWHG�LQ�WKH�IRUP�RI�D�JXHUULOOD�FRQIOLFW�LQ�*XHUUHUR�DQG��PXFK�PRUH
SRWHQWO\��WKH�ERRP�EXVW�F\FOH�RI�WKH�HFRQRP\��DV�RLO�JHQHUDWHG�SURVSHULW\�JDYH�ZD\�WR
GHEW�VKRFN�DQG�UHFHVVLRQ��/HVV�REYLRXV��EXW�DOVR�V\PSWRPDWLF��ZDV�WKH�¦FXUVH§�RI
0H[LFDQ�SUHVLGHQWV��EHJLQQLQJ�ZLWK�'tD]�2UGD]�LQ�WKH�����V��HYHU\�SUHVLGHQF\�KDV�WXUQHG
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VRXU�LQ�WKH�ODVW�\HDU�RU�VR�RI�RIILFH��6DOLQDV�ZDV�VLPSO\�IROORZLQJ�WKH�HVWDEOLVKHG�SDWWHUQ�
,Q�UHFHQW�\HDUV��ZH�KDYH�VHHQ�ZLOG�VZLQJV�EHWZHHQ�SROLWLFDO�FULVLV��������DQG�SROLWLFDO
WULXPSK������������IROORZHG�E\�FULVLV��HDUO\��������WULXPSK��$XJXVW�������DQG�QRZ�RQFH
DJDLQ�FULVLV��'HFHPEHU������WR�WKH�SUHVHQW��

7KH�V\PEROLVP�RI�3RSRFDWpSHWO�FRXOG�QRW�EH�PRUH�DSW��7KH�YROFDQR��0H[LFR��KDV
EHHQ�EXEEOLQJ�IRU�VRPH�WLPH��UHFHQWO\��WKH�HUXSWLRQV�KDYH�EHHQ�JURZLQJ�PRUH�IUHTXHQW
DQG�LQ�VRPH�FDVHV�PRUH�LQWHQVH��WKH�TXHVWLRQ�LV�ZKHWKHU�WKHUH�ZLOO�EH�D�IXOO�VFDOH
H[SORVLRQ�RU�ZKHWKHU�WKH�FDXOGURQ�ZLOO�FRQWLQXH�WR�HQJDJH�LQ�PLG�VFDOH�HUXSWLRQV�EHIRUH
FRROLQJ�EDFN�GRZQ�WR�D�VLPPHU�

,I�SROLWLFDO�LQVWDELOLW\�VKRXOG�ZRUVHQ��ZKDW�IRUP�ZRXOG�LW�WDNH"�3HUKDSV�WKH�OHDVW
OLNHO\�VFHQDULR�ZRXOG�EH�D�JROSH�GH�HVWDGR��FRXS�G©HWDW���7KH�0H[LFDQ�$UP\�LV�QRW�\RXU
VWHUHRW\SLFDO�/DWLQ�$PHULFDQ�PLOLWDU\��7KHUH�DUH�QR�LQGLFDWLRQV�WKDW�LW�LV�LQWHUHVWHG�LQ
VHL]LQJ�SRZHU��2Q�WKH�FRQWUDU\��LW�VHHPV�TXLWH�FRQWHQW�ZLWK�LWV�HVWDEOLVKHG�SODFH�ZLWKLQ
WKH�H[LVWLQJ�SROLWLFDO�V\VWHP��ZKLFK�LW�SOD\HG�D��PDMRU�UROH�LQ�FUHDWLQJ��DQG�ZRXOG�QRW
ZDQW�WR�EH�VDGGOHG�ZLWK�WKH�UHVSRQVLELOLW\�RI�JRYHUQLQJ��HVSHFLDOO\�XQGHU�WXPXOWXRXV
FLUFXPVWDQFHV�

��
�,Q�WKH�XQOLNHO\�HYHQW�WKDW�WKH�PLOLWDU\�GRHV�LQWHUYHQH��LW�ZLOO�GR�VR�YHU\

UHOXFWDQWO\¤DV�D�ODVW�UHVRUW�LQ�UHVSRQVH�WR�DQ�DFFHOHUDWLRQ�RI�WKH�FXUUHQW�FULVLV�IRU�WKH
SXUSRVH�RI�¦VDYLQJ�WKH�QDWLRQ§�IURP�ZKROHVDOH�GLVLQWHJUDWLRQ�

8QIRUWXQDWHO\��WKH�SRVVLELOLW\�RI�VXFK�D�EUHDNGRZQ�FDQ�QR�ORQJHU�EH�GLVPLVVHG�
7KH�6RYLHW�H[DPSOH�XQGHUVFRUHV�WKH�GDQJHU�RI�SXUVXLQJ�PDMRU�SROLWLFDO�DQG�HFRQRPLF
UHIRUPV�VLPXOWDQHRXVO\��HVSHFLDOO\�ZKHQ�WKH�FRXQWU\�ODFNV�D�VROLG�HFRQRPLF�EDVH��,Q
0H[LFR��HFRQRPLF�OLEHUDOL]DWLRQ�DQG�SROLWLFDO�GHPRFUDWL]DWLRQ�KDYH�WKUHDWHQHG�SRZHUIXO
LQWHUHVWV��7KH�HPHUJLQJ�DOOLDQFH�EHWZHHQ�QDUFRWUDIILFNHUV�DQG�UHDFWLRQDU\�HOHPHQWV�LQ�WKH
35,�ZLOO�DOPRVW�FHUWDLQO\�OHDG�WR�PRUH�YLROHQFH�DQG�DVVDVVLQDWLRQV�LI�=HGLOOR�FRQWLQXHV�WR
DFFHOHUDWH�WKH�UHIRUP�SURFHVV��$OUHDG\��WKH�SUHVLGHQW©V�DWWHPSWV�WR�LQWHUYHQH�LQ�WKH�VWDWH
HOHFWLRQV�LQ�7DEDVFR�DQG�&KLDSDV�KDYH�SURGXFHG�D�EDFNODVK�ZLWKLQ�WKRVH�ORFDO�SRZHU
VWUXFWXUHV��DQG�LW�LV�E\�QR�PHDQV�FOHDU�WKDW�WKH�SUHVLGHQW�KDV�HQRXJK�DXWKRULW\�WR�LPSRVH
KLV�ZLOO�j�OD�6DOLQDV��5DWKHU��WKH�LPSUHVVLRQ�RQH�JHWV�IURP�=HGLOOR©V�ILUVW�PRQWKV�LQ�RIILFH
LV�WKDW�WKH�V\VWHP�RI�SUHVLGHQFLDOLVPR�PD\�EH�KLVWRU\�

$W�WKH�VDPH�WLPH��WKH�35,�LV�ZHDNHU�WKDQ�HYHU��7KH�SDUW\©V�YLFWRU\�LQ�WKH�$XJXVW
�����HOHFWLRQV�ZDV�ODUJHO\�GXH�WR�WKH�EHOLHI�RI�PLOOLRQV�RI�YRWHUV�WKDW�LW�FRXOG�PDLQWDLQ
SROLWLFDO�DQG�HFRQRPLF�VWDELOLW\��7KDW�FRQILGHQFH�KDV�EHHQ�GHDOW�D�GHYDVWDWLQJ�EORZ�E\�WKH
5XL]�0DVVLHX�DVVDVVLQDWLRQ��WKH�WXUPRLO�LQ�&KLDSDV��7DEDVFR��DQG�WKH�<XFDWiQ��DQG�WKH
GHYDOXDWLRQ�RI�WKH�SHVR��7KLV�ODVW�LV�HVSHFLDOO\�GDPDJLQJ��VLQFH�LW�KDV�EHFRPH�SXEOLF
NQRZOHGJH�WKDW�6DOLQDV�NQHZ�WKDW�WKH�FULVLV�ZDV�EUHZLQJ��\HW�GLG�QRWKLQJ�WR�DYHUW�LW��7KDW
IDLOXUH¤ZKLFK�LV�ZLGHO\�YLHZHG�DV�D�EHWUD\DO�RI�WKH�SXEOLF�LQWHUHVW¤KDV�VHULRXVO\
XQGHUPLQHG�WKH�OHJLWLPDF\�RI�WKH�UHJLPH�DQG�WKH�QHZ�DGPLQLVWUDWLRQ�DQG�LV�OLNHO\�WR�KDXQW
WKH�SUHVLGHQW�DQG�WKH�35,�IRU�\HDUV��,Q�������WKH�UXOLQJ�SDUW\�IDFHG�PDMRU�FKDOOHQJHV�LQ�D
IORFN�RI�HOHFWLRQV�LQ�VWDWHV�ZKHUH�WKH�RSSRVLWLRQ�KDG�ODXQFKHG�VWURQJ�FDPSDLJQV�RI�FLYLO
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GLVREHGLHQFH�LQ�UHFHQW�\HDUV�
��
�2QH�DQWLFLSDWHV�WKDW�ERWK�WKH�TXDQWLW\�DQG�LQWHQVLW\�RI�WKLV

NLQG�RI�WXUEXOHQFH�ZLOO�LQFUHDVH�GXULQJ�WKLV�VH[HQLR��$V�D�UHVXOW��=HGLOOR�PD\�ZHOO�IDFH�D
QR�ZLQ�VLWXDWLRQ��LI�KH�WULHV�WR�SODFDWH�WKH�3$1�DQG�WKH�35'�E\�LQWHUYHQLQJ�LQ�GLVSXWHG
HOHFWLRQV��KH�ZLOO�IXUWKHU�DOLHQDWH�WKH�¦GLQRVDXUV§�LQ�KLV�RZQ�SDUW\��<HW��D�IDLOXUH�WR
LQWHUYHQH�ZLOO�IXUWKHU�DQWDJRQL]H�WKH�RSSRVLWLRQ��(LWKHU�ZD\��FRQIOLFW¤DQG�SUREDEO\
YLROHQFH¤DUH�PRUH�OLNHO\�WR�JURZ�WKDQ�DEDWH�

7KLV�ZLOO�SUREDEO\�DOVR�EH�WKH�FDVH�ZLWK�UHJDUG�WR�DJUDULDQ�XQUHVW��$W�WKLV�ZULWLQJ�
WKH�FULVLV�LQ�&KLDSDV�UHPDLQV�XQUHVROYHG��7KRXJK�QHLWKHU�VLGH�ZDQWV�D�UHQHZDO�RI�WKH
ILJKWLQJ��WKH�LVVXHV�VHSDUDWLQJ�WKHP�ZLOO�EH�GLIILFXOW�WR�VHWWOH��:KLOH�=HGLOOR�KDV�SURPLVHG
D�QHZ�HOHFWLRQ��LW�LV�QRW�FOHDU�WKDW�VWDWH�DQG�ORFDO�35,�DXWKRULWLHV�ZLOO�DFFHSW�VXFK�DQ
LQWHUYHQWLRQ���,Q�QHLJKERULQJ�7DEDVFR��ZKHUH�WKH��SUHVLGHQW�KDV�DOVR�VRXJKW�WR�LQWHUYHQH�
WKH\�ODXQFKHG�DQ�RSHQ�UHYROW���(YHQ�LI�D�QHZ�EDOORWLQJ�LV�KHOG��LW�PD\�QRW�UHVXOW�LQ�DQ
RSSRVLWLRQ�YLFWRU\��:RXOG�WKH�=DSDWLVWDV�DQG�WKH�35'�DFFHSW�DQRWKHU�35,�ZLQ"�2U�ZRXOG
WKH\�RQFH�DJDLQ�FU\�IUDXG��DQG�UHQHZ�WKHLU�FDPSDLJQ�WR�PDNH�WKH�VWDWH�XQJRYHUQDEOH"�1RU
LV�WKH�JRYHUQPHQW�DQ\�ORQJHU�LQ�D�SRVLWLRQ�WR�IXOILOO�LWV�SURPLVHV�RI�VRFLDO�GHYHORSPHQW�
7KH�SHVR�FULVLV�ZLOO�IRUFH�LW�WR�FXW�EDFN�VSHQGLQJ��OLPLWLQJ�LWV�DELOLW\�WR�SURYLGH�SURJUDPV
WKDW�PLJKW�DOOHYLDWH�WKH�GLVFRQWHQW�WKDW�SURGXFHG�WKH�XSULVLQJ�LQ�WKH�ILUVW�SODFH�

(YHQ�LI�ZDU�FDQ�EH�DYRLGHG��WKH�PRVW�OLNHO\�SURJQRVLV�LV�IRU�FRQWLQXLQJ�WXUPRLO
DQG�YLROHQFH��&KLDSDQ�SROLWLFV�LV�D�]HUR�VXP�JDPH��6LQFH�-DQXDU\�������SHDVDQWV�KDYH
VHL]HG�RYHU��������KHFWDUHV�RI�SULYDWHO\�RZQHG�FDWWOHODQG�DQG�IDUPODQG��7KH�SUHYLRXV
RZQHUV�RFFXSDQWV�ZDQW�LW�EDFN��DQG�KDYH�WKUHDWHQHG�WR�UHVRUW�WR�IRUFH�XQOHVV�WKH
JRYHUQPHQW�DFWV��,Q�PDQ\�FDVHV��WKH\�KDYH�DOUHDG\�XQOHDVKHG�WKHLU�SLVWROHURV��JXQPHQ��
7KXV��QRWZLWKVWDQGLQJ�WKH�UHFHQW�UHRSHQLQJ�RI�SHDFH�WDONV��WKH�ORFDO�VLWXDWLRQ�KDV�EHFRPH
PRUH�SRODUL]HG�VLQFH�WKH�$XJXVW�HOHFWLRQV��/DQG�RFFXSDWLRQV�KDYH�VSUHDG�EH\RQG�WKRVH
DUHDV�LQ�ZKLFK�WKH�=DSDWLVWD�1DWLRQDO�/LEHUDWLRQ�$UP\��(=/1��KDV�RSHUDWHG��9LROHQFH�LV
JURZLQJ��1RZ��PRUHRYHU��WKHUH�DUH�DW�OHDVW�WZR�RWKHU�VPDOO�DUPHG�JURXSV�LQ�&KLDSDV

V\PSDWKHWLF�WR�EXW�QRW�FRQWUROOHG�E\�WKH�=DSDWLVWDV�
��

7KH�JUHDWHVW�GDQJHU��RI�FRXUVH��LV�WKDW�WKH�FRQWDJLRQ�PD\�VSUHDG��$�UHQHZDO�RI�WKH
ILJKWLQJ�LQ�&KLDSDV�ZRXOG�VSDUN�DQWL�JRYHUQPHQW�SURWHVWV�LQ�PDQ\�DUHDV�RI�0H[LFR�
LQFOXGLQJ�WKRVH�ZLWK�ODUJH�,QGLDQ�SRSXODWLRQV��6RPH�RI�WKHVH�ZRXOG�SUREDEO\�EH�YLROHQW�
7KHUH�KDYH�DOUHDG\�EHHQ�PHGLD�UHSRUWV�RI�JXHUULOODV�LQ�RWKHU�VWDWHV��:KLOH�VRPH�DUH�QR
GRXEW�IDOVH�RU�LQIODWHG��WKH\�FDQQRW�DOO�EH�GLVPLVVHG��7KH�PRVW�OLNHO\�FDQGLGDWH�IRU�D
VHULRXV�JXHUULOOD�PRYHPHQW�LV�SUREDEO\�*XHUUHUR��ZKLFK�KRVWHG�DQ�LQVXUJHQF\�LQ�WKH
����V��5HFHQWO\��ZDOO�VORJDQV�WKHUH�KDYH�DQQRXQFHG�WKH�SUHVHQFH�RI�WKH�5HYROXWLRQDU\
:RUNHUV�&ODQGHVWLQH�3HRSOH©V�8QLRQ�3DUW\��352&83���DQ�XOWUD�OHIWLVW�JURXS�ZKLFK
FODLPHG�FUHGLW�IRU�ERPELQJV�LQ�$FDSXOFR�DQG�0H[LFR�&LW\�LQ�-DQXDU\�������7KHUH�LV�DOVR
D�JXHUULOOD�RUJDQL]DWLRQ�FDOOLQJ�LWVHOI�WKH�$UPHG�)RUFH�IRU�WKH�0H[LFDQ�5HYROXWLRQ��ZKLFK
FODLPV�D�WKRXVDQG�ZHOO�DUPHG�IROORZHUV��QR�GRXEW�D�YDVW�H[DJJHUDWLRQ���5HSRUWHGO\��WKHUH
DUH�DOVR�RWKHU�JURXSV�RSHUDWLQJ�LQ�WKH�VWDWH��VRPH�RI�ZKLFK�DUH�WKRXJKW�WR�EH�UHFHLYLQJ

DGYLFH�IURP�WKH�(=/1�
��
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7KHVH�PRYHPHQWV�DUH�VWLOO�LQ�WKHLU�QDVFHQW�VWDJHV�RI�GHYHORSPHQW��EXW�WKH\�KDYH
FRQVLGHUDEOH�SRWHQWLDO�IRU�JURZWK��$JUDULDQ�XQUHVW�LV�PRXQWLQJ�DQG�ZLOO�FRQWLQXH�WR
LQFUHDVH��LQ�ODUJH�SDUW�EHFDXVH�RI�WKH�JRYHUQPHQW©V�RZQ�DFWLRQV��WKH�DJULFXOWXUDO
PRGHUQL]DWLRQ�SURJUDP¤LQFOXGLQJ�WKH�UHYLVLRQ�RI�$UWLFOH�����WKH�1$)7$��WKH�HOLPLQDWLRQ
RI�TXRWDV��WDULIIV��VXEVLGLHV��FUHGLWV��DQG�VR�RQ¤LV�FUHDWLQJ�WKH�VRFLRHFRQRPLF�FRQGLWLRQV
IRU�LQVXUJHQF\��7KH�FXUUHQW�HFRQRPLF�FULVLV�PD\�EH�H[SHFWHG�WR�DGG�IXHO�WR�ZKDW�DUH�VWLOO
�ZLWK�WKH�H[FHSWLRQ�RI�&KLDSDV��VFDWWHUHG�ERQILUHV��7KH�=DSDWLVWDV�KDYH�SURYLGHG
LQVSLUDWLRQ�IRU�KXQGUHGV�RI��WKRXVDQGV�RI�SHDVDQWV��VRPH�RI�ZKRP�KDYH�DOUHDG\�EHJXQ�WR
VHL]H�ODQGV�IRU�WKHPVHOYHV��6RPH�RI�WKH�QHZ�JXHUULOOD�JURXSV�DUH�FOHDUO\�WU\LQJ�WR�HPXODWH
WKH�(=/1��:KHWKHU�WKHVH�ILUHV�ZLOO�VSUHDG��KRZ�IDU�DQG�KRZ�IDVW��DUH�LPSRVVLEOH�WR�VD\�
EXW�LW�ZRXOG�EH�IRROLVK�WR�LJQRUH�WKHP�

%H\RQG�WKLV��WKH�8QLWHG�6WDWHV��ERWK�WKURXJK�LWV�DFWLRQV�DQG�LQDFWLRQV��FRXOG�DOVR
IDQ�WKH�IODPHV��&RQJUHVVLRQDO�DQG�SXEOLF�UHVLVWDQFH�WR�3UHVLGHQW�&OLQWRQ©V�ORDQ�JXDUDQWHH
SURJUDP�VXJJHVWV�D�ZLOOLQJQHVV�LQ�VRPH�FLUFOHV�WR�OHW�0H[LFR�JR�GRZQ�WKH�GUDLQ��6KRXOG
WKRVH�VHQWLPHQWV�VRPHKRZ�EHFRPH�SROLF\��WXUPRLO�ZLOO�LQFUHDVH�HYHQ�IXUWKHU��SHUKDSV�WR
WKH�SRLQW�RI�H[SORVLRQ��$W�WKH�VDPH�WLPH��WKH�WHPSWDWLRQ�RQ�WKH�SDUW�RI�VRPH�FRQJUHVVPHQ
WR�SODFH�KXPLOLDWLQJ�FRQGLWLRQV�RQ�8�6��DVVLVWDQFH�KDV�DOUHDG\�OHG�WR�D�EDFNODVK�LQ
0H[LFR��7KDW�FRXQWU\�LV�LQ�WKH�PLGVW�RI�D�SDLQIXO�SHULRG�RI�DXVWHULW\��,QHYLWDEO\��WKHUH�ZLOO
EH�UHVHQWPHQW�RQ�WKH�SDUW�RI�WKRVH�ZKR�ZLOO�KDYH�WR�EHDU�WKLV�EXUGHQ��$Q�H[FHVVLYH
LQWHUYHQWLRQ�LQ�WKH�LQWHUQDO�DIIDLUV�RI�0H[LFR�FRXOG�JHQHUDWH�DQ�LQWHQVH�QDWLRQDOLVWLF
UHDFWLRQ�WKDW�FRXOG�VHYHUHO\�GDPDJH�8�6��0H[LFDQ�UHODWLRQV�DQG�XQGHUPLQH�WKH�=HGLOOR
JRYHUQPHQW��ZKLFK�FRXOG�EHFRPH�LGHQWLILHG�ZLWK�WKH�¦LPSHULDOLVW�SHQHWUDWLRQ§�RI�0H[LFR�
WKH�YLRODWLRQ�RI�QDWLRQDO�VRYHUHLJQW\��DQG�WKH�¦RQHURXV§�DXVWHULW\�PHDVXUHV�UHTXLUHG�WR
VWDELOL]H�WKH�HFRQRP\��7KH�XSVKRW�FRXOG�EH�PRUH�LQVWDELOLW\�

8�6��LPPLJUDWLRQ�SROLF\�FRXOG�DOVR�ZRUVHQ�WKH�SUREOHP��(FRQRPLF�FULVLV�DQG
QHROLEHUDO�HFRQRPLF�SROLFLHV�ZLOO�PHDQ�KDUGVKLS�IRU�ODERU�DQG�WKH�PLGGOH�FODVV��DV�ZHOO�DV
WKH�SHDVDQWU\��,Q�WKH�VKRUW�UXQ��DW�OHDVW��UHFHVVLRQ�DQG�UXUDO�WR��XUEDQ�PLJUDWLRQ�ZLOO�PHDQ
KLJKHU�XQHPSOR\PHQW��7KDW�LQ�WXUQ�ZLOO�FUHDWH�PRUH�SUHVVXUH�WR�HPLJUDWH��0H[LFR©V
QRUWKHUQ�ERUGHU�KDV�ORQJ�VHUYHG�DV�DQ�HVFDSH�YDOYH�WR�VLSKRQ�RII�VRFLRHFRQRPLF
IUXVWUDWLRQ��,QGHHG��WKLV�KDV�EHHQ�RQH�RI�WKH�NH\V�WR�WKH�FRXQWU\©V�SROLWLFDO�VWDELOLW\��1RZ�
KRZHYHU��JURZLQJ�DQWL�LPPLJUDQW�VHQWLPHQW�LQ�WKH�8QLWHG�6WDWHV�KDV�OHG�WR�VWHSSHG�XS
HIIRUWV�WR�VWHP�WKH�IORZ�RI�LOOHJDO�DOLHQV��2SHUDWLRQ�¦+ROG�WKH�/LQH§�LQ�(O�3DVR�DQG
¦*DWHNHHSHU§�LQ�WKH�6DQ�'LHJR�DUHD�LQLWLDOO\�OHG�WR�D�VKDUS�GHFOLQH�LQ�DUUHVWV�DW�WKRVH�NH\
HQWU\�SRLQWV��,QVSLUHG�E\�WKHVH�UHVXOWV��WKH�-XVWLFH�'HSDUWPHQW�EHJDQ�WDONLQJ�DERXW
UHGXFLQJ�WKH�QXPEHU�RI�LOOHJDOV�FURVVLQJ�WKH�ERUGHU�E\����SHUFHQW�RYHU�WKH�QH[W�VHYHUDO
\HDUV��0RUH�UHFHQWO\��LW�KDV�EHHQ�GHYHORSLQJ�D�FRQWLQJHQF\�SODQ�WR�SUHYHQW�DQ\�PDMRU

H[RGXV�WKDW�PLJKW�EH�LQ�WKH�RIILQJ�
��

7KHUH�DUH�VHULRXV�GRXEWV�DERXW�WKH�IHDVLELOLW\�RI�VXFK�SODQV��$�������PLOH�ERUGHU
ZLOO�EH�H[WUHPHO\�GLIILFXOW��DQG�SHUKDSV�LPSRVVLEOH��WR�SDWURO��DQG�PHDVXUHV�GHVLJQHG�WR
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KDOW�FURVVLQJV�DW�VHOHFWHG�SRLQWV�PD\�VLPSO\�LQFUHDVH�WKH�IORZ�DW�RWKHUV��7KH�HIIRUW�PD\�EH
OLNHQHG�WR�VTXHH]LQJ�D�EDOORRQ��SXVK�LQ�DW�RQH�HQG�DQG�LW�VZHOOV�DW�WKH�RWKHU��$OUHDG\�
1RJDOHV�VHHPV�WR�KDYH�EHFRPH�D�QHZ�SUHIHUUHG�FURVVLQJ�VSRW��%XW�DVVXPLQJ�WKDW�WKH
REMHFWLYH�FDQ�EH�DWWDLQHG��ZKDW�ZRXOG�EH�LWV�LPSOLFDWLRQV�IRU�0H[LFR"�$�VXFFHVVIXO�LOOHJDO
LPPLJUDQW�UHGXFWLRQ�SURJUDP�ZRXOG�ZRUVHQ�VRFLRHFRQRPLF�FRQGLWLRQV�DQG�ERWWOH�XS
IUXVWUDWLRQV�DW�SUHFLVHO\�WKH��PRPHQW�ZKHQ�VXFK�WHQVLRQV�DUH�DOUHDG\�GDQJHURXVO\�RQ�WKH
ULVH��,W�ZRXOG�DOVR�EH�OLNHO\�WR�VWUDLQ�UHODWLRQV�ZLWK�WKH�8QLWHG�6WDWHV��HVSHFLDOO\�LI�WKH
8�6��PLOLWDU\�ZHUH�LQYROYHG��DQG�XQGHUPLQH�WKH�1$)7$�DQG�KHQFH�WKH�SURVSHFWV�IRU
0H[LFR©V�IXWXUH�SURVSHULW\��,Q�D�ZRUVW�FDVH�VFHQDULR��LW�FRXOG�FRQWULEXWH�WR�D�VRFLDO
H[SORVLRQ�

7KLV�ZLOO�SUREDEO\�QRW�KDSSHQ��$SDUW�IURP�WKH�TXHVWLRQ�RI�ZKHWKHU�WKH�8QLWHG
6WDWHV�KDV�WKH�FDSDELOLW\�RI�JUHDWO\�UHGXFLQJ�WKH�IORZ�RI�LOOHJDO�LPPLJUDQWV��RQH�VKRXOG�QRW
XQGHUHVWLPDWH�WKRVH�IDFWRUV�WKDW�KDYH�PDLQWDLQHG�VWDELOLW\�LQ�WKH�SDVW��7KH�IRXQGDWLRQ�RI
WKH�0H[LFDQ�V\VWHP��WKRXJK�VHULRXVO\�HURGHG��LV�VWLOO�ODUJHO\�LQWDFW��7KH�UHJLPH�UHWDLQV�D
FRQVLGHUDEOH�FDSDFLW\�WR�FR�RSW��FRQWDLQ��RU�UHSUHVV�LWV�HQHPLHV�DQG�SRWHQWLDO�HQHPLHV��7KH
PLOLWDU\�LV�VWLOO�OR\DO��WKH�FRUSRUDWH�FRQWUROV�DQG�SRZHUV�RI�SDWURQDJH��ZKLOH�ZHDNHQHG��DUH
VWLOO�IRUPLGDEOH��$W�WKH�VDPH�WLPH��WKH�SROLWLFDO�RSSRVLWLRQ�UHPDLQV�EDGO\�GLYLGHG��2QH�RI
WKH�35,©V�JUHDWHVW�VWUHQJWKV�LV�WKH�ZHDNQHVV�RI�LWV�HQHPLHV��/DFNLQJ�D�VLQJOH��XQLILHG
RSSRVLWLRQ�SDUW\��WKH�DQWL�35,�IRUFHV�DUH�GLYLGHG�EHWZHHQ�WKH�ULJKW�ZLQJ�3$1�DQG�WKH
OHIW�ZLQJ�35'��PDNLQJ�LW�GLIILFXOW�IRU�HLWKHU�WR�DPDVV�HQRXJK�YRWHV�WR�GHIHDW�WKH�35,�RQ
WKH�QDWLRQDO�OHYHO�

1RU�GR�WKH�SURVSHFWV�RI�WKH�UHYROXWLRQDU\�RSSRVLWLRQ�ORRN�DOO�WKDW�JRRG��)RU�D
UHYROXWLRQDU\�FRXQWHU�HOLWH�WR�VXFFHHG�ZRXOG�UHTXLUH�OHDGHUVKLS��RUJDQL]DWLRQ��XQLW\�
ILQDQFLDO�UHVRXUFHV��DUPV��DQG�D�PDVV�IROORZLQJ��DOO�RI�ZKLFK�DUH�HLWKHU�DEVHQW�RU�LQ�VKRUW
VXSSO\�DW�SUHVHQW��6XEFRPDQGDQWH�0DUFRV�PLJKW�SHUKDSV�KDYH�WKH�FKDULVPD�DQG
LQWHOOLJHQFH�WR�SURYLGH�QDWLRQDO�OHDGHUVKLS��LI�KH�FDQ�HVFDSH�FDSWXUH�RU�DVVDVVLQDWLRQ��EXW
ZKHWKHU�HYHQ�KH�FRXOG�XQLI\�WKH�SUROLIHUDWLRQ�RI�VPDOO�JXHUULOOD�JURXSV�WKDW�LV�HPHUJLQJ
LQWR�D�VLQJOH��ODUJH�RUJDQL]DWLRQ�LV�TXHVWLRQDEOH��:LWKRXW�WKDW��WKH�UHYROXWLRQDU\
PRYHPHQW�LV�PRUH�OLNHO\�WR�UHVHPEOH�D�VFDWWHULQJ�RI�VPDOO��LVRODWHG�EUXVKILUHV�WKDQ�D
QDWLRQZLGH�FRQIODJUDWLRQ�

,Q�DQ\�FDVH��3UHVLGHQW�=HGLOOR�LV�DZDUH�RI�WKH�GDQJHU�DQG�LV�WU\LQJ�WR�GHIXVH�WKH
&KLDSDV�FULVLV�E\�RIIHULQJ�QHZ�HOHFWLRQV�DQG�RWKHU�FRQFHVVLRQV��)RU�WKHLU�SDUW��WKH
=DSDWLVWDV�DUH�FOHDUO\�UHOXFWDQW�WR�UHQHZ�WKH�ILJKWLQJ��7KH\�UHPDLQ�VXUURXQGHG�RQ�WKUHH
VLGHV�DQG�YHU\�ZHDN�PLOLWDULO\��)RU�WKHP��D�IXOO�VFDOH�ZDU�ZRXOG�EH�GLVDVWURXV��%RWK�IRU
WKLV�UHDVRQ�DQG�EHFDXVH�=HGLOOR�ZDQWV�WR�DYRLG�D�SROLWLFDOO\�GDPDJLQJ�EORRGEDWK��WKHUH�LV
VWLOO�D�JRRG�FKDQFH�LW�FDQ�EH�DYRLGHG�

,Q�VKRUW��WKH�SURVSHFWV�DUH�IRU�D�YHU\�WURXEOHG�VH[HQLR��0H[LFR�LV�H[SHULHQFLQJ�D
FODVVLF�V\QGURPH�RI�ULVLQJ�H[SHFWDWLRQV��JHQHUDWHG�E\�6DOLQDV�DQG�1$)7$��IROORZHG�E\
VKDUS�HFRQRPLF�GHFOLQH��ZKLFK�LQ�WXUQ�KDV�FUHDWHG�HQRUPRXV�GLVLOOXVLRQPHQW�DQG�DQJHU�
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,Q�HIIHFW��WKH�VRFLDO�FRQWUDFW�EHWZHHQ�WKH�JRYHUQPHQW�DQG�WKH�SHRSOH�KDV�EHHQ�VKDWWHUHG�
:KLOH�WKLV�ZLOO�SUREDEO\�QRW�OHDG�WR�D�ZKROHVDOH��YLROHQW�UHYROXWLRQ�j�OD����������LW�GRHV
SUHVDJH�FRQWLQXLQJ�ORZHU�OHYHO�YLROHQFH�DQG�LQVWDELOLW\��DORQJ�ZLWK�DQ�DFFHOHUDWHG�HURVLRQ
RI�WKH�35,©V�SROLWLFDO�FRQWURO��,Q�HIIHFW��6DOLQDV�DQG�=HGLOOR�KDYH�SDUWLDOO\�GLVPDQWOHG�WKH�
ROG�SROLWLFDO�V\VWHP�ZLWKRXW�UHSODFLQJ�WKH�GLVFDUGHG�SDUWV�ZLWK�VROLG�QHZ�VWUXFWXUHV��8QWLO
D�PRUH�FRKHUHQW�V\VWHP�FDQ�EH�IRUPHG��WKH�WXUPRLO�ZLOO�QRW�DEDWH�

$W�WKH�VDPH�WLPH��0H[LFR�ILQGV�LWVHOI�WUDSSHG�EHWZHHQ�WKH�UHTXLVLWHV�RI�HFRQRPLF
GHYHORSPHQW�DQG�VRFLDO�GHYHORSPHQW��+RZ�GRHV�RQH�JHW�WKH�FRXQWU\©V�ILQDQFLDO�KRXVH�LQ
RUGHU�ZLWKRXW�FUHDWLQJ�PRUH�=DSDWLVWDV"�%\�WKH�VDPH�WRNHQ��LI�SROLWLFDO�LQVWDELOLW\�DQG
VRFLDO�XQUHVW�FRQWLQXH�RU�LQFUHDVH��DV�VHHPV�SUREDEOH��HFRQRPLF�UHFRYHU\�ZLOO�WDNH�ORQJHU
DQG�ZLOO�EH�PRUH�SDLQIXO�DQG�OHVV�ERXQWLIXO�WKDQ�PRVW�8�6��DQG�0H[LFDQ�JRYHUQPHQW
DQDO\VWV�DUH�SUHGLFWLQJ�

.HHS�LQ�PLQG��WRR��WKDW�DOO�WKLV�LV�RFFXUULQJ�VLPXOWDQHRXVO\�ZLWK�DQ�H[WUDRUGLQDU\
IUDFWXULQJ�DQG�UHVWUXFWXULQJ�RI�WKH�0H[LFDQ�UXOLQJ�FODVV��,Q�WKLV�UHJDUG��WKH�IDOO�RI�WKH
EURWKHUV�6DOLQDV�DQG�5XL]�0DVVLHX�LV�V\PEROLF�RI�D�WUXO\�SURIRXQG�FKDQJH��WKH�ROG�UXOHV
DQG�VKDUHG�LQWHUHVWV�WKDW�KDG�WUDGLWLRQDOO\�NHSW�WKH�GLIIHUHQW�IDFWLRQV�DQG�SHUVRQDOLWLHV�LQ
WKH�HOLWH�IURP�WHDULQJ�HDFK�RWKHU�DSDUW�KDYH�EDGO\�GHWHULRUDWHG��0DOHYROHQW�QHZ�DFWRUV¤WKH
QDUFRWUDIILFNHUV¤KDYH�SHQHWUDWHG�WKH�SROLWLFDO�V\VWHP�DQG�DUH�XVLQJ�WKHLU�SRZHUV�RI
YLROHQFH�WR�ZDJH�ZDU�RQ�WKH�VWDWH�ZKHQ�WKH\�FDQQRW�VXEYHUW�LW�WKURXJK�FRUUXSWLRQ��,Q�WKLV
PLOLHX��PDUNHG�E\�DQ�HURVLRQ�RI�FOHDU�DQG�ZLGHO\�DFFHSWHG�UXOHV�RI�WKH�JDPH�DQG�DQ
LQFUHDVLQJ�IOX[�RI�QHZ�DQG�ROG�DFWRUV�DQG�LQWHUHVWV��LW�KDV�EHFRPH�H[WUHPHO\�GLIILFXOW�WR
WHOO�WKH�JRRG�JX\V�IURP�WKH�EDG��7KDW�LV�OLNHO\�WR�EH�WKH�VRXUFH�RI�PXFK�IUXVWUDWLRQ�DQG
DQJXLVK�IRU�ERWK�0H[LFDQV�DQG�JULQJRV�LQ�WKH�\HDUV�DKHDG�

1HYHUWKHOHVV��EDUULQJ�WKH�XQH[SHFWHG��D�FRPSOHWH�HFRQRPLF�FROODSVH��IRU�LQVWDQFH�
WKHUH�ZLOO�EH�QR�JUDQG�H[SORVLRQ��7KHUH�LV�HYHQ�D�FKDQFH��LI�WKH�HFRQRP\�SLFNV�XS��WKDW
WKH�35,�PD\�UHERXQG�SROLWLFDOO\��,W�KDV�GRQH�VR�EHIRUH��DQG�PD\�GR�VR�DJDLQ��2QH�VKRXOG
QHYHU�XQGHUHVWLPDWH�WKLV�H[WUDRUGLQDULO\�UHVLOLHQW�RUJDQL]DWLRQ�

2QH�ILQDO�SRLQW�LQ�WKH�IRUP�RI�D�FDXWLRQDU\��3UHVLGHQW�=HGLOOR©V�LQLWLDO�DSSURDFK�WR
JRYHUQLQJ�VHHPV�WR�EH�EDVHG�RQ�WKH�SUHPLVH�WKDW�WKH�VROXWLRQ�WR�WKH�SUREOHP�RI�SROLWLFDO
LQVWDELOLW\�LV�PRUH�GHPRFUDF\��2QH�KRSHV�WKDW�WKLV�DVVXPSWLRQ�LV�FRUUHFW��EXW�RQH�PXVW�EH
FROGO\�UHDOLVWLF��GHPRFUDF\�GRHV�QRW�DOZD\V�ZRUN��DQG�LQ�DQ\�FDVH�LW�LV�QRW�D�FXUH�DOO��,Q
WKLV�LQVWDQFH��GHPRFUDWL]DWLRQ�PLJKW�DFWXDOO\�ZHDNHQ�=HGLOOR©V�DELOLW\�WR�JRYHUQ�E\
VXEYHUWLQJ�KLV�DXWKRULW\�DQG�HQFRXUDJLQJ�WKH�RSSRVLWLRQ�WR�XQGHUPLQH�KLV�SROLFLHV�DQG
IXUWKHU�VSUHDG�FLYLO�XQUHVW��&DQ�D�GHPRFUDWLF�SUHVLGHQW�FRPPDQG�WKH�VDPH�UHVSHFW�DV�KLV
DXWKRULWDULDQ�SUHGHFHVVRUV"�2U�ZLOO�KH�EH�UHJDUGHG�DV�ZHDN�DQG�OHVV�ZRUWK\�RI�VXSSRUW"�,I
WKH�ODWWHU��WKH�FRXQWU\�FRXOG�VOLGH�WRZDUGV�XQJRYHUQDELOLW\��8QGHU�WKRVH�FLUFXPVWDQFHV�
WKH�UHVSRQVH�PLJKW�ZHOO�EH�WR�WU\�WR�VHL]H�EDFN�WKH�SRZHUV�WKDW�KDYH�EHHQ�ORVW��7KDW�FRXOG
PHDQ�DQ�DWWHPSW�WR�UHVWRUH�SUHVLGHQFLDOLVPR�RU��LQ�DQ�H[WUHPH�VLWXDWLRQ��WKH�UHVRUW�WR�D
)XMLPRUL�VW\OH�DXWRJROSH��VHOI�FRXS��ZLWK�WKH�VXSSRUW�RI�WKH�PLOLWDU\�
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7KH�8QLWHG�6WDWHV��0H[LFR�DQG�WKH�)XWXUH��7KH�8QHDV\�6\PELRVLV�

�7KH�8QLWHG�6WDWHV�KDV�IHZ�IRUHLJQ�SROLF\�FRQFHUQV�PRUH�SURIRXQGO\
FRQVHTXHQWLDO�IRU�LWV�QDWLRQDO�LQWHUHVWV�WKDQ�WKH�ZHOIDUH�DQG�VWDELOLW\�RI�0H[LFR��<HW��8�6�
SROLWLFDO�OHDGHUV�DQG�WKH�SXEOLF�DW�ODUJH�KDYH�RQO\�UHFHQWO\�EHJXQ�WR�UHDOL]H�WKDW��,QGHHG�
PDQ\�VWLOO�WDNH�WKHLU�VRXWKHUQ�QHLJKERUV�IRU�JUDQWHG��7KDW�LV�QR�ORQJHU�SRVVLEOH��KRZHYHU�
7KHUH�LV�D�JHRJUDSKLF�LPSHUDWLYH�LQ�8�6��0H[LFDQ�UHODWLRQV�WKDW�WUDQVFHQGV�SUHIHUHQFHV�
0H[LFR�KDV�HQWHUHG�D�¦WLPH�RI�WURXEOHV�§�DQG�SUHFLVHO\�EHFDXVH�LWV�HFRQRP\�DQG�FLWL]HQV
KDYH�EHFRPH�VR�LQWHUWZLQHG�ZLWK�RXU�RZQ��ZH�FDQQRW�LJQRUH�LW��*UHDWHU�LQWHUGHSHQGHQFH
PHDQV�WKDW�0H[LFR©V�SUREOHPV�DUH�LQFUHDVLQJO\�EHFRPLQJ�8�6��SUREOHPV��)URP�WKLV��WKHUH
LV�QR�HVFDSH�

7KXV��WKH�QHHG�WR�LQMHFW�D�GRVH�RI�UHDOLVP�LQWR�8�6��0H[LFDQ�UHODWLRQV��8�6�
SROLWLFDO�OHDGHUV�KDYH�D�WHQGHQF\�WR�RYHUVHOO�WKHLU�SROLFLHV��DQG�0H[LFR�LV�D�JODULQJ
H[DPSOH��,Q�HIIHFW��1$)7$�ZDV�SUHVHQWHG�DV�D�FXUH�IRU�PRVW�RI�0H[LFR©V�LOOV�DQG�PDQ\
RI�RXU�RZQ��,W�ZDV�WR�OLIW�WKDW�FRXQWU\�RXW�RI�XQGHU��GHYHORSPHQW�DQG�LQWR�WKH�UDQNV�RI�WKH
DGYDQFHG�LQGXVWULDO�QDWLRQV��LQ�WKH�SURFHVV�DVVXULQJ�SROLWLFDO�VWDELOLW\��IRVWHULQJ
GHPRFUDF\��SURWHFWLQJ�WKH�HQYLURQPHQW��FUHDWLQJ�PRUH�MREV��UDLVLQJ�OLYLQJ�VWDQGDUGV�
VROYLQJ�WKH�QHWWOHVRPH��IRU�WKH�8�6���SUREOHP�RI�LOOHJDO�LPPLJUDWLRQ��DQG�SDYLQJ�WKH�ZD\
IRU�D�QHZ�HUD�RI�8�6�0H[LFDQ�FRRSHUDWLRQ�DQG�KDUPRQ\��:KLOH�VRPH�RI�WKHVH�EHQHILWV
PD\�VWLOO�DFFUXH�WR�RQH�H[WHQW�RU�DQRWKHU��RWKHUV�ZLOO�QRW��,Q�VRPH�FDVHV��SUREOHPV�ZLOO
JURZ�ZRUVH�EHFDXVH�RI�1$)7$�DQG�WKH�ODUJHU�QHROLEHUDO�HFRQRPLF�VWUDWHJ\�DVVRFLDWHG
ZLWK�LW�

1RZKHUH�LV�WKLV�DPELYDOHQFH�PRUH�DSSDUHQW�WKDQ�LQ�WKH�HYROYLQJ�8�6�0H[LFDQ
V\PELRVLV��7KDW�WKH�WZR�FRXQWULHV�KDYH�HQWHUHG�D�QHZ�HUD�RI�PXFK�FORVHU��PRUH�LQWHQVH
UHODWLRQV�LV�FOHDU��%XW�FORVHQHVV�GRHV�QRW�QHFHVVDULO\�PHDQ�KDUPRQ\��,Q�D�FRPSOH[
UHODWLRQVKLS��PDUNHG�E\�VHULRXV�FRQIOLFWV�RI�QDWLRQDO�LQWHUHVW�DQG�D�ORQJ�KLVWRU\�RI
VXVSLFLRQ�DQG�UHVHQWPHQW��LQWHQVLW\�FRXOG�DV�HDVLO\�OHDG�WR�JUHDWHU�KRVWLOLW\�DV�DPLW\��$W
PLQLPXP��VWUDLQV�DQG�FRQIOLFWV�ZLOO�FRQWLQXH��DQG�RQH�PXVW�EH�SUHSDUHG�WR�GHDO�ZLWK
WKHP��7KH�GDQJHU�RI�RYHUVHOOLQJ�\RXU�SURGXFW�LV�WKDW�\RX�PD\�EHFRPH�WKH�YLFWLP�RI�\RXU
RZQ�SURSDJDQGD��:LWK�UHVSHFW�WR�0H[LFR��WZR�8�6��DGPLQLVWUDWLRQV�EHFDPH�VR�HQDPRUHG
ZLWK�WKHLU�YLVLRQ�RI�WKH�IXWXUH�DQG�WKH�VWUDWHJ\��SROLFLHV�DQG�LQGLYLGXDOV��VSHFLILFDOO\�
6DOLQDV��WKRXJKW�QHFHVVDU\�WR�DWWDLQ�LW�WKDW�WKH\�ZHUH�OXOOHG�LQWR�D�IDOVH�VHQVH�RI�RSWLPLVP�
7KHVH�EOLQGHUV�PDGH�LW�GLIILFXOW�WR�DQWLFLSDWH�DQG�KHDG�RII�HPHUJLQJ�SUREOHPV��RU�IDFH
WKHP�RQFH�WKH\�ILQDOO\�DSSHDUHG��:KHQ�HDUO\�VLJQV�WKDW�WKH�0H[LFDQ�HFRQRP\�ZDV�LQ
WURXEOH�EHJDQ�WR�FURS�XS��8�6��OHDGHUV�HQJDJHG�LQ�GHQLDO�UDWKHU�WKDQ�ZDUQ�LQYHVWRUV�RU�WDNH
PHDVXUHV�WR�DYHUW�WKH�FULVLV�

��
�(YHQ�DV�ODWH�DV�'HFHPEHU�������DW�WKH�6XPPLW�RI�WKH

$PHULFDV��3UHVLGHQW�&OLQWRQ�ZDV�VWLOO�ZD[LQJ�HXSKRULF�RYHU�0H[LFR©V�DFFRPSOLVKPHQWV�
KROGLQJ�WKHP�XS�DV�D�PRGHO�IRU�RWKHU�/DWLQ�$PHULFDQ�FRXQWULHV�WR�HPXODWH��:KHQ�UHDOLW\
ILQDOO\�KLW�IXOO�IRUFH��WKH�UHVSRQVH�ZDV�VKRFN��FRQIXVLRQ�DQG�LQGHFLVLRQ¤�SUHFLVHO\�WKH
ZURQJ�PHVVDJHV�WR�VHQG�IULJKWHQHG�LQYHVWRUV�
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�$QRWKHU�GDQJHU��RI�FRXUVH��LV�WKDW�IDOVH�RSWLPLVP�FDQ�OHDG�WR�GLVLOOXVLRQPHQW�DQG
LVRODWLRQLVP��7KLV�LQ�WXUQ�FRXOG�VHULRXVO\�GDPDJH�8�6��0H[LFDQ�UHODWLRQV�DQG�DJJUDYDWH
WKH�YHU\�SUREOHPV�WKDW�LW�LV�VR�PXFK�LQ�WKH�8�6��LQWHUHVW�WR�DPHOLRUDWH��7R�LWV�FUHGLW��WKH
&OLQWRQ�DGPLQLVWUDWLRQ�KDV�UHVLVWHG�WKDW�LPSXOVH��WKRXJK�WKH�KHDY\�FRQJUHVVLRQDO
UHVLVWDQFH�WR�LWV�HIIRUWV�WR�SXW�WRJHWKHU�D�ORDQ�JXDUDQWHH�SURJUDP�LV�RQH�PRUH�LQGLFDWRU�RI
WKH�DQWL�0H[LFR�EDFNODVK�WKDW�KDV�EHHQ�JURZLQJ�LQ�WKH�8QLWHG�6WDWHV�LQ�UHFHQW�\HDUV�

7KHVH�FULWLFLVPV��RI�FRXUVH��DSSO\�WR�0H[LFR�DV�ZHOO��$V�HDUO\�DV�VXPPHU������
8�6��7UHDVXU\�RIILFLDOV�ZDUQHG�WKH�0H[LFDQV�WKDW�WKHLU�VKRUW�WHUP�ERUURZLQJ�KDG�UHDFKHG
D�GDQJHURXVO\�KLJK�OHYHO�DQG�WKDW�WKH�SHVR�ZDV�RYHUYDOXHG��7KH�ODWWHU�NQHZ�WKH�HFRQRP\
ZDV�LQ�WURXEOH�HYHQ�EHIRUH�WKH�HOHFWLRQV��%XW�UDWKHU�WKDQ�IDFLQJ�WKH�FRXQWU\©V�HPHUJLQJ
FULVLV�FRXUDJHRXVO\�DQG�WDNLQJ�WKH�SROLWLFDOO\�SDLQIXO�PHDVXUHV�QHHGHG�WR�FRQWDLQ�LW��WKH
6DOLQDV�DGPLQLVWUDWLRQ�LJQRUHG�WKH�SUREOHP��)RU�D�ORQJ�WLPH��LQGHHG��LW�KLG�LWV�HFRQRPLF
GLIILFXOWLHV�LQ�D�NLQG�RI�VKHOO�JDPH��NHHSLQJ�NH\�VWDWLVWLFV�RXW�RI�WKH�SXEOLF�GRPDLQ�
6XEVHTXHQWO\��=HGLOOR©V�KDQGOLQJ�RI�WKH�VLWXDWLRQ��¦��ZHHNV�RI�EXPEOLQJ�§�LQ�WKH�ZRUGV�RI
RQH�REVHUYHU�

��
�RQO\�ZRUVHQHG�WKH�FULVLV�RI�FRQILGHQFH�DPRQJ�ERWK�IRUHLJQ�LQYHVWRUV�DQG

0H[LFDQV��$QG�WKHUH�DUH�SOHQW\�RI�RWKHU�H[DPSOHV��$PRQJ�RWKHU�WKLQJV��WKH�0H[LFDQ
*RYHUQPHQW�KDV�VWLOO�QRW�FRPH�WR�WHUPV�ZLWK�WKH�VRFLDO�FULVLV�WKDW�LWV�HFRQRPLF�SROLFLHV
KDYH�XQOHDVKHG�

7KXV��UHDOLVP�ZLOO�EH�QHHGHG�RQ�ERWK�VLGHV�RI�WKH�ERUGHU��7KH�PRVW�LPPHGLDWH
FKDOOHQJH�IRU�8�6��0H[LFDQ�UHODWLRQV��DVLGH�IURP�UHVWDELOL]LQJ�WKH�0H[LFDQ�HFRQRP\�
ZLOO�EH�WR�FRQWDLQ�WKH�EDFNODVK��,W�LV�QRW�VLPSO\�WKDW�8�6��LQYHVWRUV�KDYH�EHHQ�EXUQHG��WKH\
IHHO��ZLWK�JRRG�UHDVRQ��WKDW�WKH\�KDYH�EHHQ�PDQLSXODWHG�DQG�EHWUD\HG��0H[LFDQ�OHDGHUV
NQHZ�WKDW�D�SRWHQWLDO�FULVLV�ZDV�EUHZLQJ��\HW�OHG�WKHP�RQ��UHDVVXULQJ�WKHP�DV�WR�WKH
VWDELOLW\�RI�WKH�SHVR�HYHQ�RQ�WKH�HYH�RI�GHYDOXDWLRQ�

��
�7KH�ELWWHUQHVV�DQG�PLVWUXVW�VRZQ�E\

WKDW�GHFHSWLRQ�ZLOO�QRW�VRRQ�GLVVLSDWH��$W�WKH�VDPH�WLPH��8�6��HIIRUWV�WR�FRPH�WR�0H[LFR©V
UHVFXH�ZLOO�IDQ�WKH�UHVHQWPHQW�RI�WKRVH�ZKR�EHOLHYH��LQ�SDUW�FRUUHFWO\��WKDW�LUUHVSRQVLEOH
0H[LFDQ�OHDGHUV�DQG�:DOO�6WUHHW�VSHFXODWRUV�DUH�EHLQJ�EDLOHG�RXW�DW�WD[SD\HU©V�H[SHQVH�

$W�WKH�VDPH�WLPH��8�6��UHVFXH�HIIRUWV�ZLOO�UHFHLYH�D�PL[HG�ZHOFRPH�IURP
0H[LFDQV��)RU�PDQ\�QDWLRQDOLVWV��WKH�HQRUPRXV�SDFNDJH�RI�ORDQV�DQG�ORDQ�JXDUDQWHHV�ZLOO
VHHP�WR�FRQILUP�WKHLU�ZRUVW�IHDUV�DQG�VXVSLFLRQV�RI�WKH�¦&RORVVXV�RI�WKH�1RUWK�§�,Q�WKH
ZRUGV�RI�RQH��¦,�WKLQN�\RX�>WKH�8QLWHG�6WDWHV@�VKRXOG�EH�YHU\�KDSS\��\RX©UH�QRZ�WKH
SURXG�RZQHUV�RI�0H[LFR�§

��
�,I�SHUFHSWLRQV�RI�8�6��HFRQRPLF�SHQHWUDWLRQ�VKRXOG�IXVH�ZLWK

RWKHU�HPRWLRQ�ODGHQ�SHUFHSWLRQV¤H�J���WKDW�WKH�8QLWHG�6WDWHV�LV�LQWHUIHULQJ�LQ�0H[LFR©V
LQWHUQDO�DIIDLUV�DQG�YLRODWLQJ�LWV�VRYHUHLJQW\��WKDW�LW�LV�LQIOLFWLQJ�RQHURXV�HFRQRPLF�SDLQ�RQ
RUGLQDU\�0H[LFDQV�VR�WKDW�8�6��LQYHVWRUV�PLJKW�SURILW��DQG�WKDW�WKLV�DLG�ZLOO�QRW�VROYH
0H[LFR©V�SUREOHPV�EXW�PHUHO\�LQFUHDVH�LWV�LQGHEWHGQHVV¤WKHQ�WKH�QDWLRQDOLVWLF�EDFNODVK
FRXOG�WKUHDWHQ�WKH�HQWLUH�UHODWLRQVKLS�

�7KH�SRLQW�LV�WKDW��LQ�KLJKO\�LQWHUGHSHQGHQW�V\VWHPV�OLNH�WKH�8QLWHG�6WDWHV�DQG
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0H[LFR��ZKDW�KDSSHQV�RQ�RQH�VLGH�LV�OLNHO\�WR�KDYH�DQ�HIIHFW�RQ�WKH�RWKHU��$�EDFNODVK
VRXWK�RI�WKH�ERUGHU�FRXOG�HDVLO\�IXHO�D�EDFNODVK�WR�WKH�QRUWK��DQG�YLFH�YHUVD��7KH�LVVXH�RI
LOOHJDO�LPPLJUDWLRQ�KDV�DOUHDG\�VWDUWHG�VXFK�D�SURFHVV��7KH�TXHVWLRQ�LV�ZKHWKHU�LW�ZLOO�JDLQ
PRPHQWXP�IURP�RWKHU�UHVHQWPHQWV���$PRQJ�RWKHU�WKLQJV��WKHUH�KDYH�EHHQ�UHFHQW
FRPSODLQWV�DERXW�0H[LFR©V�ODFN�RI�FRRSHUDWLRQ�RQ�HQYLURQPHQWDO�DQG�ODZ�HQIRUFHPHQW
SUREOHPV�LQ�WKH�ERUGHUODQGV��

2Q�0H[LFDQ�DQG�8�6��1DWLRQDO�6HFXULWLHV��&RQFOXVLRQV�DQG�5HFRPPHQGDWLRQV�

:KDW�DUH�WKH�LPSOLFDWLRQV�RI�DOO�WKLV�IRU�QDWLRQDO�VHFXULW\"�7ZR�SRLQWV��DERYH�DOO�
VWDQG�RXW��2QH�FRQFHUQV�WKH�QHHG�IRU�DQ�H[SDQGHG��QRQWUDGLWLRQDO��FRQFHSWLRQ�RI�8�6�
QDWLRQDO�VHFXULW\��WKH�RWKHU�LQYROYHV�WKH�JURZLQJ�OLQNDJH�EHWZHHQ�0H[LFR©V�VHFXULW\�DQG
RXU�RZQ��,W�KDV�EHHQ�DUJXHG�WKDW�YHU\�IHZ�FRXQWULHV�DUH�DV�LPSRUWDQW�WR�8�6��LQWHUHVWV�DV
0H[LFR��<HW��FOHDUO\��0H[LFR�GRHV�QRW�SRVH�D�PLOLWDU\�WKUHDW�WR�WKH�8QLWHG�6WDWHV��5DWKHU�
LW�SUHVHQWV�D�EURDG�PL[�RI�SROLWLFDO��HFRQRPLF�DQG�VRFLDO�FRQFHUQV��VRPH�RI�ZKLFK�WRXFK
RQ�VHFXULW\�LVVXHV��,I�0H[LFR�KDV�DQ�HFRQRPLF�FULVLV��LW�LPSDFWV�RQ�WKH�8QLWHG�6WDWHV��8�6�
LQYHVWRUV�ORVH�PRQH\��8�6��FRPSDQLHV�DUH�KXUW�DQG�ZRUNHUV�ODLG�RII�EHFDXVH�0H[LFDQV
FDQ�QR�ORQJHU�DIIRUG�WR�EX\�RXU�SURGXFWV��:KLOH�WKH�GLUHFW�LPSDFW�RI�WKLV�LV�YHU\�PRGHVW�
JLYHQ�WKH�HQRUPLW\�RI�WKH�8�6��HFRQRP\�LQ�UHODWLRQ�WR�0H[LFR©V��WKH�LQGLUHFW�HIIHFWV�DUH
PDJQLILHG�LQ�DQ�HUD�RI�IUDJLOH�LQWHUQDWLRQDO�PDUNHWV�ZKHUH�DQ�HFRQRPLF�FROODSVH�LQ�RQH
ODUJH�GHYHORSLQJ�FRXQWU\�FDQ�WULJJHU�FULVHV�HOVHZKHUH���:LWQHVV�WKH�LPSDFW�RI�WKH�0H[LFDQ
SHVR�FULVLV��IRU�LQVWDQFH��RQ�$UJHQWLQD���,Q�DQ�LQWHUQDWLRQDO�V\VWHP�LQFUHDVLQJO\�GRPLQDWHG
E\�JOREDO�FRPPHUFH��8�6��SURVSHULW\�LV�EHFRPLQJ�PXFK�PRUH�GHSHQGHQW�RQ�RXU�DELOLW\�WR
VHOO�RXU�JRRGV�LQ�IRUHLJQ�PDUNHWV��HVSHFLDOO\�LQ�/DWLQ�$PHULFD�DQG�RWKHU�SDUWV�RI�ZKDW

XVHG�WR�EH�FDOOHG�WKH�7KLUG�:RUOG�
��

%H\RQG�WKLV��SROLWLFDO�DQG�HFRQRPLF�FULVHV�LQ�0H[LFR�DJJUDYDWH�VRFLRHFRQRPLF
SUREOHPV�LQ�WKH�8QLWHG�6WDWHV��SDUWLFXODUO\�DORQJ�WKH�8�6��0H[LFDQ�ERUGHU�DQG�LQ�LQQHU
FLWLHV�ZKHUH�XQHPSOR\PHQW��KRPHOHVVQHVV��YLROHQW�FULPH�DQG�GUXJ�DGGLFWLRQ�DUH�DOUHDG\
RXWVWULSSLQJ�RXU�DELOLW\�WR�FRSH�ZLWK�WKHP��,Q�D�YHU\�EDVLF�VHQVH��WKHVH�DUH�QDWLRQDO
VHFXULW\�LVVXHV��7KH�SURVSHFW�RI�KXQGUHGV�RI�WKRXVDQGV�PRUH�LOOHJDO�LPPLJUDQWV�DQQXDOO\�
RQ�WRS�RI�WKH�QXPEHUV�WKDW�ZHUH�DUULYLQJ�SULRU�WR�1$)7$�DQG�WKH�SHVR�GHYDOXDWLRQ�
SODFLQJ�HYHQ�PRUH�VWUDLQ�RQ�RYHUEXUGHQHG�VRFLDO�VHUYLFHV��HGXFDWLRQ��PHGLFDO�FDUH��FULPH
FRQWURO��HWF����IRVWHULQJ�[HQRSKRELF�UHVHQWPHQW�DQG�WKH�YLROHQFH�WKDW�RIWHQ�DWWHQGV�LW��LV

QRW�VRPHWKLQJ�WKDW�UHVSRQVLEOH�SROLWLFDO�DXWKRULWLHV�FDQ�LJQRUH�
��

1HLWKHU�FDQ�8�6��OHDGHUV�DIIRUG�WR�WXUQ�D�EOLQG�H\H�WR�WKH�WKUHDW�SRVHG�E\�WKH
JURZLQJ�HFRQRPLF�DQG�SROLWLFDO�SRZHU�RI�0H[LFDQ�QDUFRWUDIILFNHUV��ZKRVH�DFWLYLWLHV
SRLVRQ�RXU�VRFLDO�IDEULF��NLOO�RXU�FLWL]HQV��DQG�XQGHUPLQH�RXU�SHUVRQDO�DQG�FROOHFWLYH
VHFXULW\��'XULQJ�WKH�SDVW�\HDU��WRQV�RI�FRFDLQH��KDYH�EHHQ�IORZQ�LQWR�0H[LFR�LQ�ROG�MHWV��WR
EH�VHQW�QRUWK�RYHU�WKH�ERUGHU�LQWR�WKH�8QLWHG�6WDWHV��&OHDUO\�PXFK�RI�WKLV�KDV�EHHQ�GRQH
ZLWK�WKH�FRPSOLFLW\�RI�0H[LFDQ�RIILFLDOV��LQFOXGLQJ�KLJK�OHYHO�RQHV�

��
�:KLOH�LW�LV

XQFHUWDLQ�KRZ�IDU�3UHVLGHQW�=HGLOOR�ZLOO�JR�LQ�FRPEDWWLQJ�WKLV�VFRXUJH��D�WUXO\�YLJRURXV
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DQG�VXVWDLQHG�UHVSRQVH�ZRXOG�OLNHO\�OHDG�WR�PRUH�YLROHQFH�LQ�WKH�VKRUW�WR�PHGLXP�UXQ�
7KHUH�LV�VRPH�HYLGHQFH�WKDW�¦&RORPELDQL]DWLRQ§�RI�0H[LFR�KDV�DOUHDG\�EHJXQ��:KHWKHU
WKH�OHYHO�RI�FRQIOLFW�ZLOO�UHDFK�WKDW�DWWDLQHG�LQ�WKDW�6RXWK�$PHULFDQ�FRXQWU\�FDQQRW�EH
SUHGLFWHG��EXW�WKH�WKRXJKW�VKRXOG�JLYH�8�6��DXWKRULWLHV�SDXVH��,Q�DQ�HUD�RI�JURZLQJ
LQWHUGHSHQGHQFH��RQH�FDQQRW�DVVXPH�WKDW�DQ�XSVXUJH�RI�GUXJ�UHODWHG�YLROHQFH�RU�WHUURULVP
LQ�0H[LFR�ZRXOG�VWRS�DW�WKH�ERUGHU�

%\�WKH�VDPH�WRNHQ��WKH�IXUWKHU�VSUHDG�RI�SROLWLFDO�LQVWDELOLW\¤ZKHWKHU�LQ�WKH�IRUP
RI�DVVDVVLQDWLRQV��JXHUULOOD�PRYHPHQWV��HOHFWRUDO�YLROHQFH��ODERU�XQUHVW��XUEDQ
LQVXUUHFWLRQ��WHUURULVP�RU�HYHQ��WR�WDNH�WKH�H[WUHPH�FDVHV��JROSHV�GH�HVWDGR�DQG�FLYLO�ZDU¤
FRXOG�QRW�EXW�KDYH�UHSHUFXVVLRQV�LQ�WKH�8QLWHG�6WDWHV��7KH�PRUH�SROLWLFDO�WXUPRLO��WKH
KDUGHU�LW�ZLOO�EH�WR�JHQHUDWH�DQG�VXVWDLQ�0H[LFDQ�HFRQRPLF�UHFRYHU\��7KH�ORQJHU�DQG
PRUH�LQWHQVH�WKH�HFRQRPLF�FULVLV��WKH�SRRUHU�WKH�RXWORRN�IRU�8�6��LQYHVWRUV��FRPSDQLHV
WKDW�WUDGH�ZLWK�0H[LFR��DQG�ZRUNHUV�ZKR�GHSHQG�RQ�VXFK�FRPPHUFH�IRU�MREV��7KH�GHHSHU
DQG�PRUH�SURORQJHG�WKH�0H[LFDQ�VRFLDO�FULVLV��WKH�PRUH�HPLJUDWLRQ�QRUWKZDUG�DQG�WKH
JUHDWHU�WKH�VRFLDO�GDPDJH�LQ�WKH�8QLWHG�6WDWHV��0RUHRYHU��SROLWLFDO�YLROHQFH�LQ�0H[LFR

FRXOG�ZHOO�VSLOO�RYHU�WKH�5tR�*UDQGH�
��

6KRXOG�UHODWLRQV�EHWZHHQ�WKH�WZR�FRXQWULHV�WXUQ�VRXU��WKDW�ZRXOG�DGG�DQRWKHU
GLPHQVLRQ�WR�WKH�SUREOHP��:KDW�ZRXOG�EH�WKH�LPSOLFDWLRQV�IRU�8�6��VHFXULW\��IRU�LQVWDQFH�
LI�WKH�QDUFRWUDIILFNHUV�ZHUH�DEOH�WR�VR�VXEYHUW�WKH�0H[LFDQ�VWDWH�WKDW�LW�EHFDPH��LQ�HIIHFW�
WKHLU�ILHIGRP"�2U�ZKDW�LI�WKHUH�ZHUH�D�PDMRU�DQWL�JULQJR�EDFNODVK"�+RZ�PXFK
FRRSHUDWLRQ�FRXOG�ZH�H[SHFW�ZLWK�UHJDUG�WR�LOOHJDO�LPPLJUDWLRQ��GUXJ�WUDIILFNLQJ��DQG
WHUURULVP�IURP�D�KRVWLOH�0H[LFDQ�JRYHUQPHQW"�0LJKW�QRW�VXFK�D�UHJLPH�HYHQ�HQFRXUDJH
VXFK�DFWLYLWLHV"�$�KRVWLOH�JRYHUQPHQW�LQ�0H[LFR�&LW\�PLJKW�HQGDQJHU�8�6��LQYHVWPHQWV�
DFFHVV�WR�RLO��DQG�SHUKDSV�HYHQ�PDULWLPH�URXWHV�LQ�WKH�*XOI�RI�0H[LFR�DQG�&DULEEHDQ��DQG
LW�FRXOG�SURGXFH�D�IORRG�RI�SROLWLFDO�UHIXJHHV��8QGHU�VXFK�FLUFXPVWDQFHV��WKH�8QLWHG
6WDWHV�PLJKW�IHHO�LW�QHFHVVDU\�WR�PLOLWDUL]H�LWV�VRXWKHUQ�ERUGHU��DW�JUHDW�HFRQRPLF�DQG

SROLWLFDO�FRVW�
��

2QH�VKRXOG�QRW�RYHUVWDWH�WKHVH�GDQJHUV��0H[LFR©V�DELOLW\�WR�DIIHFW�WKH�8QLWHG
6WDWHV�LV�UHODWLYHO\�OLPLWHG��DQG�VRPH�RI�WKH�DERYH�VFHQDULRV�DUH�XQOLNHO\��1HYHUWKHOHVV�
WKH\�FDQQRW�EH�GLVPLVVHG��:KLOH�WKHVH�SUREOHPV�DQG�SRWHQWLDO�SUREOHPV�FXUUHQWO\�SRVH
RQO\�ORZ�OHYHO�WKUHDWV�WR�8�6��VHFXULW\��WKDW�FRXOG�FKDQJH��7KLQJV�FRXOG�JHW�ZRUVH��7KH
ERWWRP�OLQH�LV�WKDW�VRFLDO�GHFRPSRVLWLRQ�FDQ�EH�FRQWDJLRXV��:KHQ�VRFLHWLHV�EHFRPH�DV
LQWHUUHODWHG�DV�WKH�8QLWHG�6WDWHV�DQG�0H[LFR�KDYH�EHFRPH��WKH�SDWKRORJLHV�LQ�RQH�FDQ
VRPHWLPHV�VSUHDG�WR�WKH�RWKHU�

�:KDW�WR�GR"�2EYLRXVO\��WKLV�LV�QRW�D�TXHVWLRQ�WKDW�FDQ�EH�DGGUHVVHG�WR�8�6�
OHDGHUV�DORQH��7KH�0H[LFDQ�FULVLV�LV��ILUVW�DQG�IRUHPRVW��D�0H[LFDQ�SUREOHP��7KH�8QLWHG
6WDWHV�FDQ�KHOS��EXW�RQO\�0H[LFDQV�FDQ�VROYH�LW��2QH�RI�WKH�URRWV�RI�WKH�FULVLV��ZKLFK�KDV
RIWHQ�EHHQ�LJQRUHG�DQG�VRPHWLPHV�GHQLHG�LQ�ERWK�0H[LFR�&LW\�DQG�:DVKLQJWRQ��KDV�EHHQ
WKH�QHROLEHUDO�SROLFLHV�EHJXQ�E\�3UHVLGHQW�0LJXHO�GH�OD�0DGULG�DQG�DFFHOHUDWHG�E\
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3UHVLGHQWV�6DOLQDV�DQG�=HGLOOR��7KH�WURXEOH�LV�WKDW�DQ�H[SRUW�RULHQWHG�JURZWK�VWUDWHJ\�
WKRXJK�FDSDEOH�RI�SURGXFLQJ�JUHDW�ZHDOWK��FDQQRW�LQ�LWVHOI�DVVXUH�WKDW�WKLV�ZHDOWK�ZLOO�EH
IDLUO\�GLVWULEXWHG��:LWKRXW�VRPH�JRYHUQPHQW�UHJXODWLRQ��D�IUHH�PDUNHW�DSSURDFK�LV�OLNHO\
WR�SURGXFH�JUHDWHU�LQHTXDOLWLHV�DQG�LQHTXLWLHV��ZKLFK�ZLOO�WKHPVHOYHV�EH�SRWHQWLDOO\
GHVWDELOL]LQJ��ERWK�VRFLDOO\�DQG�SROLWLFDOO\��DQG�ZKLFK�LQ�WKH�HQG�PD\�ZHOO�XQGHUPLQH�WKH
QHROLEHUDO�VWUDWHJ\�LWVHOI��7KDW��LQ�IDFW��LV�SDUW�RI�ZKDW�KDV�KDSSHQHG�LQ�0H[LFR��WR�WKH
GHWULPHQW�RI�ERWK�8�6��DQG�0H[LFDQ�QDWLRQDO�VHFXULW\��7KH�UHEHOOLRQ�LQ�&KLDSDV�LV�RQO\�WKH

PRVW�REYLRXV�PDQLIHVWDWLRQ�
��

,Q�VKRUW��WKH�WLPH�KDV�FRPH�WR�JR�EDFN�WR�WKH�GUDZLQJ�ERDUG��1HROLEHUDOLVP
SURYLGHV�LPSRUWDQW�LQVLJKWV�DQG�SUHVFULSWLRQV�WKDW�PXVW�IRUP�SDUW�RI�WKH�VROXWLRQV�WR�WKH
HFRQRPLF�FKDOOHQJHV�IDFLQJ�WKH�8QLWHG�6WDWHV�DQG�0H[LFR��%XW�LW�LV�QRW�LQ�LWVHOI�D
SDQDFHD��7KH�VWUDWHJ\�KDV�WRR�RIWHQ�EHHQ�XQFULWLFDOO\�HPEUDFHG��ZLWK�D�IHUYRU�PRUH
DSSURSULDWH�WR�UHOLJLRXV�FRQYHUWV�WKDQ�VRFLDO�VFLHQWLVWV�RU�SROLF\PDNHUV�

��
�DQG�ZLWKRXW

DSSUHFLDWLRQ�RI�LWV�GHVWUXFWLYH�VLGH�HIIHFWV��,Q�WKH�ZRUGV�RI�*HRUJH�&ROOLHU�

$�EURDGHU�DFFRXQWDELOLW\�LV�������FDOOHG�IRU�RQ�EHKDOI�RI�WKRVH�ZKR�KDYH
EHHQ�GLVDGYDQWDJHG�E\�WKH�JURZLQJ�GLIIHUHQWLDWLRQ�LQ�WKH�0H[LFDQ
FRXQWU\VLGH��������¨0RGHUQL]HUV©�QHHG�WR�UHFRQVLGHU�ZKHWKHU�RXU�VRFLHWLHV
FDQ�DIIRUG�WKH�LPSRYHUL]DWLRQ�RI�WKH�PDVVHV�WKDW�DFFRPSDQLHV�HFRQRPLF
UHVWUXFWXULQJ��������,Q�WKH�ILQDO�DQDO\VLV��FDQ�PRGHUQ�HFRQRPLHV�DQG�PRGHUQ
VWDWHV�DIIRUG�VRFLHWLHV�LQ�ZKLFK�VR�PDQ\�SHRSOH�DUH�ORVLQJ�WKHLU�HFRQRPLF
SRZHU�DV�SXUFKDVHUV�DQG�FRQVXPHUV"

��

7KH�FKDOOHQJH��WKHQ��LV�WR�GHYLVH�D�VWUDWHJ\�RI�GHPRFUDWLF�HFRQRPLF�GHYHORSPHQW
�L�H���RQH�FDSDEOH�RI�FRPELQLQJ�HFRQRPLF�GHYHORSPHQW�ZLWK�VRFLDO�GHYHORSPHQW���7KLV
ZLOO�QRW�EH�HDV\��IRU�SROLFLHV�WKDW�PD[LPL]H�HFRQRPLF�FRPSHWLWLRQ��SURGXFWLRQ��DQG
HIILFLHQF\�RIWHQ�GR�VR�DW�WKH�H[SHQVH�RI�VRFLDO�EHQHILWV��DQG�YLFH�YHUVD��1RU�ZLOO�LW�EH
HQRXJK�PHUHO\�WR�SURYLGH�D�WHPSRUDU\�¦VRFLDO�VDIHW\�QHW§¤LPSRUWDQW�DV�WKDW�LV¤IRU�WKRVH
ZKR�ZLOO�EHDU�GLVSURSRUWLRQDWH�FRVWV�IRU�¦PRGHUQL]DWLRQ�§�5DWKHU��D�K\EULG�HFRQRPLF
V\VWHP�PXVW�EH�IDVKLRQHG�WKDW�ZLOO�EH�FDSDEOH�RI�VLPXOWDQHRXVO\�UHGXFLQJ�XQHPSOR\PHQW�
XQGHUHPSOR\PHQW��JHQHUDWLQJ�VXVWDLQHG�HFRQRPLF�JURZWK��DQG�KROGLQJ�WKH�OLQH�RQ
LQIODWLRQ��7KRXJK�WKH�GHWDLOV�RI�VXFK�DQ�DSSURDFK�KDYH�\HW�WR�EH�ZRUNHG�RXW��SDUW�RI�WKH
VROXWLRQ�ZLOO�SUREDEO\�KDYH�WR�LQFOXGH�D�UHRSHQLQJ�RI�WKH�GHEDWH�RQ�DJUDULDQ�UHIRUP��:KDW
LV�QHHGHG�LV�UHDO�UHIRUP�UDWKHU�WKDQ¤DV�KDV�VR�RIWHQ�KDSSHQHG�LQ�WKH�SDVW¤D�ERJXV�UHIRUP
WKDW�OHDYHV�WKH�EHVW�ODQGV�LQ�WKH�KDQGV�RI�WKH�ULFK�DQG�SRZHUIXO�

�7KLV�ZLOO�EH�FRQWURYHUVLDO��7KH�FRPPRQ�ZLVGRP�KDV�ORQJ�EHHQ�WKDW�WKH�HMLGR�LV�D
GHDGZHLJKW�RQ�DJULFXOWXUDO�SURGXFWLYLW\��:KLOH�WKLV�PD\�EH�WUXH��WKH�OHVVRQV�WKDW�KDYH
EHHQ�GUDZQ�IURP�LW�DUH�PLVOHDGLQJ��0H[LFDQ�DJULFXOWXUH�LV�LQ�FULVLV�QRW�EHFDXVH�RI�DQ\
LQHYLWDEOH�¦EDFNZDUGQHVV§�RI�WKH�SHDVDQWU\��EXW�PDLQO\�EHFDXVH�����VR�PDQ\�RI�WKHVH
SURSHUWLHV�VXIIHU�IURP�LQIHUWLOH�VRLO�DQG�LQVXIILFLHQW�ZDWHU��DQG�����VPDOO�IDUPHUV�JHQHUDOO\
ODFN�FUHGLW��WHFKQLFDO�DVVLVWDQFH��LQVXUDQFH��VXEVLGLHV��LUULJDWLRQ��URDGV�DQG�RWKHU
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PDUNHWLQJ�IDFLOLWLHV��,Q�VKRUW��PRVW�RI�WKH�VXSSRUW�VHUYLFHV�WKDW�DUH�FULWLFDO�WR�WKH�YLDELOLW\
RI�VPDOO�DQG�PHGLXP�VL]H�IDUPV�KDYH�EHHQ�PLVVLQJ�RU�ZLWKKHOG��<HW��WKHUH�LV�VRPH
HYLGHQFH�WKDW��ZKHQ�WKH\�KDYH�WKH�QHFHVVDU\�FDSLWDO�UHVRXUFHV��0H[LFDQ�SHDVDQWV�FDQ�UDLVH

WKHLU�SURGXFWLYLW\�VXEVWDQWLDOO\�
��

7KH�LVVXH�RI�DJULFXOWXUDO�SULFHV�DQG�VXEVLGLHV�VKRXOG�DOVR�EH�UHYLVLWHG��3HDVDQWV
QHHG�HFRQRPLF�LQFHQWLYHV�LI�WKH\�DUH�WR�SURGXFH��3HUKDSV��DV�RQH�VWXG\�KDV�VXJJHVWHG�
FRUQ�SULFHV�VKRXOG�EH�FRQVLGHUHG�D�QDWLRQDO�VHFXULW\�LVVXH��WKH�ZD\�ULFH�SULFHV�DUH�LQ
-DSDQ�

��
�:KLOH�WKLV�ZRXOG�PHDQ�UHQHJRWLDWLQJ�FHUWDLQ�SDUWV�RI�1$)7$��WKDW�PD\�EH�SDUW

RI�ZKDW�LV�UHTXLUHG�WR�PDLQWDLQ�UXUDO�VWDELOLW\�DQG�OLPLW�PLJUDWLRQ��ERWK�WR�XUEDQ�DUHDV�DQG
QRUWKZDUG�WR�WKH�8QLWHG�6WDWHV�

:KHWKHU�WKH�HMLGR�LWVHOI�VKRXOG�EH�SULYDWL]HG�DQG�KRZ�DUH�RSHQ�TXHVWLRQV��%XW�WKH
ERWWRP�OLQH�LV�WKDW�ZLWKRXW�WKH�NLQGV�RI�LQFHQWLYHV�DQG�UHVRXUFHV�PHQWLRQHG�DERYH�
SULYDWL]DWLRQ�ZLOO�UHVXOW�LQ�D�VHULRXV�ZRUVHQLQJ�RI�ERWK�UXUDO�DQG�XUEDQ�VRFLDO�FRQGLWLRQV
DV�SHDVDQWV��XQDEOH�WR�PDNH�D�OLYLQJ�LQ�WKH�FRXQWU\VLGH��IORFN�WR�WKH�FLWLHV��DJJUDYDWLQJ�WKH
GLVPDO�OLYLQJ�FRQGLWLRQV�WKDW�DOUHDG\�H[LVW�LQ�WKH�VOXPV�

%H\RQG�WKLV��KRZHYHU��LW�PXVW�EH�UHFRJQL]HG�WKDW��QR�PDWWHU�KRZ�VXFFHVVIXO
DJUDULDQ�UHIRUP�DQG�DJULFXOWXUDO�GHYHORSPHQW�SROLFLHV�PLJKW�EH��LW�ZLOO�QRW�EH�HQRXJK�WR
RYHUFRPH�UXUDO�SRYHUW\��:LWK�RQO\�DERXW����SHUFHQW�RI�LWV�WHUULWRU\�FRQVLGHUHG�DUDEOH�
0H[LFR�LV�D�ODQG�SRRU�FRXQWU\��7KXV��DQRWKHU�NH\�HOHPHQW�LV�GLYHUVLILFDWLRQ��2WKHU
UHVRXUFHV��UXUDO�LQGXVWULHV��ZLOO�KDYH�WR�EH�GHYHORSHG��6LQFH�WKH�FRXQWU\VLGH�LV�XQOLNHO\�WR
EHFRPH�¦D�IDYRUHG�SODFH�IRU�IRUHLJQ�LQYHVWPHQW�§

��
�LW�ZLOO�EH�XS�WR�WKH�JRYHUQPHQW�WR�SOD\

WKH�OHDGLQJ�UROH�ZKHQ�SULYDWH�HQWHUSULVH�GRHV�QRW�

$ORQJ�WKHVH�VDPH�OLQHV��WKHUH�LV�D�QHHG�IRU�JRYHUQPHQW�DVVLVWDQFH�WR�KHOS�IDUPHUV
GLYHUVLI\�WKHLU�OLYHOLKRRGV��$V�&ROOLHU�KDV�QRWHG��WKH�¦WLPH�KDV�SDVVHG�IRU�FRQVLGHULQJ�WKH
¨SHDVDQW�TXHVWLRQ©�VLPSO\�LQ�WHUPV�RI�SULFH�JXDUDQWHHV�IRU�FRUQ�RU�UHGLVWULEXWLRQ�RI�ODQG
IRU�ODERU�LQWHQVLYH�KRXVHKROG�EDVHG�SURGXFWLRQ�§�7KH�UHTXLVLWHV�RI�VXUYLYDO�KDYH�DOUHDG\
IRUFHG�PLOOLRQV�RI�VPDOO�IDUPHUV�LQWR�ZDJH�ZRUN��DV�ZHOO�DV�QXPHURXV�DFWLYLWLHV�WKDW
¦FRPELQH�VXUSULVLQJO\�PRGHUQ�DQG�IOH[LEOH�HQWHUSULVH�ZLWK�FROOHFWLYH�RU�FRRSHUDWLYH
HQGHDYRU�§

��
�0XFK�PRUH�ILQDQFLDO��WHFKQLFDO�DQG�RWKHU�DLG�ZLOO�EH�QHHGHG�LI�0H[LFDQ

SHDVDQWV�DUH�WR�PDNH�WKH�WUDQVLWLRQ�WR�D�PRGHUQ��PRUH�GLYHUVLILHG�HFRQRP\�ZLWKRXW

XQDFFHSWDEO\�KLJK�DQG�SRWHQWLDOO\�GHVWDELOL]LQJ�OHYHOV�RI��VRFLDO�SDLQ�
��

7KH�TXHVWLRQ��RI�FRXUVH��LV�KRZ�WR�SD\�IRU�WKHVH�SROLFLHV��$�VRFLDO�VDIHW\�QHW�LV
VRUHO\�QHHGHG��EXW�LW�ZLOO�FRVW�PRQH\��/DQG�UHGLVWULEXWLRQ�ZRXOG�UHTXLUH�FRPSHQVDWLRQ�IRU
SUHVHQW�RZQHUV��$QG�VR�RQ�GRZQ�WKH�OLQH��8QGHU�WKH�FXUUHQW�FULVLV�FRQGLWLRQV�0H[LFDQ
*RYHUQPHQW�IXQGV�DUH�OLPLWHG��&OHDUO\��LQWHUQDWLRQDO�DVVLVWDQFH¤IURP�IRUHLJQ
JRYHUQPHQWV��HVSHFLDOO\��WKH�8QLWHG�6WDWHV���LQWHUQDWLRQDO�OHQGLQJ�LQVWLWXWLRQV��DQG�1*2V
¤ZLOO�EH�QHHGHG�
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%XW�LI�PRUH�IRUHLJQ�DLG�ZLOO�EH�UHTXLUHG��LW�ZLOO�EH�HTXDOO\�QHFHVVDU\�WR�FUHDWH
EHWWHU�PHFKDQLVPV�RI�DFFRXQWDELOLW\�VR�WKDW�WKLV�DVVLVWDQFH�LV�QRW�ZDVWHG��3DUW�RI�WKH
UHDVRQ�WKDW�0H[LFR�LV�LQ�WKH�VRUU\�ILQDQFLDO�VKDSH�WKDW�LW�LV�PD\�EH�DWWULEXWHG�WR�WKH�OD[
VFUXWLQ\�RI�LQWHUQDWLRQDO�OHQGLQJ�DQG�FUHGLW�UDWLQJ�DJHQFLHV��6LPLODUO\��WKH�8QLWHG�6WDWHV
ZDV�IDU�WRR�WLPLG�DERXW�SUHVVLQJ�0H[LFDQ�OHDGHUV�RQ�VHQVLWLYH�LVVXHV¤OLNH�HFRQRPLF
PDQDJHPHQW¤WKDW�PLJKW�KDYH�SRVHG�REVWDFOHV�WR�1$)7$�DQG�WKH�PXFK�GHVLUHG�QHZ�HUD
RI�HFRQRPLF�FRRSHUDWLRQ��$W�PLQLPXP��WKHUH�PXVW�EH�D�PRUH�RSHQ�DFFRXQWLQJ�RI
0H[LFDQ�ILQDQFLDO�GHDOLQJV��,Q�WKH�ZRUGV�RI�RQH�REVHUYHU��¦WKH�DYDLODELOLW\�RI�WLPHO\�DQG

UHOLDEOH�GDWD�VKRXOG�EH�D�QRQ�QHJRWLDEOH�FRQGLWLRQ�IRU�FRQWLQXRXV�LQWHUQDWLRQDO�VXSSRUW�§
��

7KLV�SULQFLSOH�LV�DV�UHOHYDQW�WR�WKH�GLVEXUVHPHQW�RI�LQWHUQDWLRQDO�GHYHORSPHQW�DLG
DV�LW�LV�WR�RWKHU�IRUPV�RI�DVVLVWDQFH��)XQGV�PXVW�EH�FORVHO\�PRQLWRUHG�WR�HQVXUH�WKDW�WKH\
DUH�XVHG�IRU�WKH�SXUSRVHV�LQWHQGHG��,Q�DGGLWLRQ��PRUH��DQG�PRUH�UHOLDEOH��LQIRUPDWLRQ�LV
QHHGHG�RQ�FULWLFDO�HFRQRPLF�LQGLFDWRUV��7R�EH�VXUH��VRPH�SURJUHVV�KDV�DOUHDG\�EHHQ�PDGH�
0H[LFR©V�&HQWUDO�%DQN�QRZ�UHYHDOV�WKH�OHYHO�RI�UHVHUYHV�DQG�WKH�PRQH\�VXSSO\�RQ�D
ZHHNO\�EDVLV��2Q�WKH�ILVFDO�VLGH��KRZHYHU��WKHUH�KDV�EHHQ�OLWWOH�LPSURYHPHQW��,QYHVWRUV
FRQWLQXH�WR�EH�VXVSLFLRXV¤ZLWK�JRRG�UHDVRQ¤RI�WKH�JRYHUQPHQW©V�VWDWLVWLFV�DQG
SURMHFWLRQV��7KHUH�UHPDLQV�D�VKDUS�FRQWUDVW�EHWZHHQ�WKH�DYDLODELOLW\�RI�UHOLDEOH
LQIRUPDWLRQ�LQ�0H[LFR�YLV�D�YLV�RWKHU�/DWLQ�$PHULFDQ�HPHUJLQJ�PDUNHWV�

��
�6XFK�GDWD�LV

FUXFLDO�LI�WKH�FRXQWU\�LV�WR�UHVWRUH�LQYHVWRU�FRQILGHQFH�DQG�DWWUDFW�WKH�FDSLWDO�LW�QHHGV�WR
DFKLHYH�VXVWDLQHG�HFRQRPLF�JURZWK��,W�ZRXOG�DOVR�KHOS�DYRLG�XQSOHDVDQW�VXUSULVHV�DV
ZRXOG�RFFXU��IRU�LQVWDQFH��LI�WKH�FXUUHQW�ORDQ�JXDUDQWHHV�SURYH�LQDGHTXDWH��:KLOH�LW�LV�WRR
ODWH�IRU�WKHVH�GLVFORVXUHV�WR�SUHYHQW�WKH�FXUUHQW�FULVLV��WKH\�PLJKW�KHOS�DYHUW�D�IXWXUH�RQH�

0RUHRYHU��UHFHQW�UHYHODWLRQV�E\�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG�DERXW�WKH�UROH
WKDW�0H[LFDQ�LQYHVWRUV�SOD\HG�LQ�VSDUNLQJ�WKH�'HFHPEHU������UXQ�RQ�WKH�SHVR�XQGHUOLQH
WKH�QHHG�IRU�DW�OHDVW�VRPH�FDSLWDO�FRQWUROV��,Q�RUGHU�WR�UHGXFH�WKH�ULVN�RI�IXWXUH�VXFK
HSLVRGHV��WKH�=HGLOOR�DGPLQLVWUDWLRQ�VKRXOG�LQVWLWXWH�PHDVXUHV�WR�SUHYHQW�FDSLWDO�IOLJKW�E\
0H[LFDQ�FLWL]HQV�

$QRWKHU�FRPSOH[�RI�UHIRUPV�LV�SROLWLFDO��&OHDUO\��GHPRFUDWL]DWLRQ�PXVW�FRQWLQXH�
:KDWHYHU�LWV�ULVNV��SXEOLF�H[SHFWDWLRQV�KDYH�EHHQ�UDLVHG�DQG�WR�IUXVWUDWH�WKHP�QRZ�ZRXOG
EH�SRWHQWLDOO\�H[SORVLYH��7R�PLQLPL]H�WKH�GDQJHU��D�FRQFHUWHG�HIIRUW�VKRXOG�EH�PDGH�WR
EULQJ�WKH�SROLWLFDO��RSSRVLWLRQ�LQ�IURP�WKH�FROG��7KDW�PHDQV�QRW�RQO\�IDLU�HOHFWLRQV�
LQWHUQDO�SDUW\�GHPRFUDWL]DWLRQ��DQG�HOHFWRUDO��PHGLD�DFFHVV��DQG�FDPSDLJQ�VSHQGLQJ
UHIRUPV��EXW�D�FRQVLGHUDEOH�EURDGHQLQJ�RI�WKH�JRYHUQLQJ�FRDOLWLRQ��3XW�VLPSO\��WKH�35,
KDV�EHHQ�GLVFUHGLWHG��LW�ODFNV�WKH�PRUDO�DXWKRULW\�DQG�FRPSHWHQFH�WR�FDUU\�RXW�WKH�UHIRUPV
WKDW�DUH�QHHGHG��,W�LV�WKHUHIRUH�XS�WR�KRQHVW�0H[LFDQV�DFURVV�WKH�SROLWLFDO�VSHFWUXP�WR
EDQG�WRJHWKHU�LQ�D�FRDOLWLRQ�IRU�QDWLRQDO�VDOYDWLRQ��$V�:D\QH�&RUQHOLXV�KDV�REVHUYHG�
VXFK�D

WUXO\�LQFOXVLYH�FRDOLWLRQ�EXLOGLQJ�HIIRUW�ZRXOG�WKUHDWHQ�WKH�FDUHHUV�RI�PDQ\
35,�JRYHUQPHQW�OHDGHUV�DQG�UHTXLUH�FRQVLGHUDEOH�QHJRWLDWLQJ�ZLWK
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RSSRVLWLRQ�JURXSV��+RZHYHU��VXFK�DQ�HIIRUW�LV�PXFK�PRUH�OLNHO\�WR�\LHOG
SROLWLFDO�VWDELOLW\�DQG�LQYHVWRU�FRQILGHQFH�RYHU�WKH�ORQJ�UXQ�WKDQ�LV�WKH
PRUH�H[FOXVLRQDU\�DSSURDFK�WR�SROLWLFDO�UHIRUP�DQG�JRYHUQDQFH�WKDW�ZH
KDYH�VHHQ�VLQFH������

��

$W�WKH�VDPH�WLPH��WKHUH�QHHGV�WR�EH�D�FOHDQVLQJ�RI�0H[LFR©V�FRUUXSW�MXGLFLDO�DQG
SROLFH�HVWDEOLVKPHQWV��:LWKRXW�WKDW��QHLWKHU�IRUHLJQ�LQYHVWRUV�QRU�RUGLQDU\�0H[LFDQV��ZKR
DUH�WKH�SULPDU\�YLFWLPV�RI�WKHVH�EDVWLRQV�RI�VWDWH�VDQFWLRQHG�LQMXVWLFH��FDQ�KDYH�PXFK
IDLWK�LQ�RIILFLDO�SOHGJHV�RI�UHIRUP��:KLOH�3UHVLGHQW�=HGLOOR�KDV�PDGH�VXEVWDQWLDO�SURJUHVV
LQ�VRPH�DUHDV¤PRVW�QRWDEO\��6XSUHPH�&RXUW�UHIRUP¤WKH�FKDOOHQJH�ZLOO�EH�WR�EURDGHQ�DQG
GHHSHQ�WKH�SURFHVV�DQG�PDLQWDLQ�LWV�PRPHQWXP��5HDOLVWLFDOO\��FKDQJHV�RI�WKLV�PDJQLWXGH
ZLOO�WDNH�\HDUV¤DQG�SHUKDSV�GHFDGHV¤WR�FRPSOHWH��7KH�UHVLVWDQFH�ZLOO�EH�IRUPLGDEOH�DQG
VRPHWLPHV�YLROHQW¤DV��IRU�LQVWDQFH��LQ�WKH�DWWHPSWHG�DVVDVVLQDWLRQ�RI�-XDQ�3DEOR�GH

7DYLUD��WKH�FUXVDGLQJ�SULVRQ�GLUHFWRU�ZKR�ZDV�=HGLOOR©V�FKRLFH�WR�KHDG�WKH�IHGHUDO
SROLFH�

��

7KH�LVVXH�RI�YLROHQFH�LV�FUXFLDO��7KH�SDVW�IHZ�\HDUV�KDYH�ZLWQHVVHG�DQ�HSLGHPLF�RI
DVVDVVLQDWLRQV��PDQ\�RI�ZKLFK�KDYH�EHHQ�DWWULEXWHG�WR�QDUFRWUDIILFNHUV��SRZHU�VWUXJJOHV
ZLWKLQ�WKH�35,��DQG�35,�YLROHQFH�DJDLQVW�WKH�RSSRVLWLRQ��HVSHFLDOO\�WKH�35'���7KHVH
NLOOLQJV�KDYH�HURGHG�SXEOLF�FRQILGHQFH�LQ�WKH�JRYHUQPHQW©V�LQWHJULW\�DQG�DELOLW\�WR
PDLQWDLQ�RUGHU��2QH�RI�=HGLOOR©V�JUHDWHVW�FKDOOHQJHV�ZLOO�EH�WR�UHVWRUH�WKDW�FRQILGHQFH��$Q
REYLRXV�SODFH�WR�EHJLQ�LV�ZLWK�FRQYLQFLQJ�UHVROXWLRQV�RI�WKH�3RVDGDV��&RORVLR�DQG�5XL]
0DVVLHX�DVVDVVLQDWLRQ�FDVHV��7KHVH�FDVHV�DUH�RI�HQRUPRXV�V\PEROLF�LPSRUWDQFH��%XW
ZKLOH�WKH�JRYHUQPHQW�KDV�UHRSHQHG�WKHP��WKHUH�DUH�VHULRXV�TXHVWLRQV�DV�WR�WKH�TXDOLW\�RI
WKH�LQYHVWLJDWLRQV�WKDW�DUH�XQGHUZD\��7KH�VSHFLDO�SURVHFXWRU��-RVp�3DEOR�&KDSD�%H]DQLOOD�
KDV�EXLOW�KLV�FDUHHU�LQ�WKH�FDSLWDO©V�QRWRULRXVO\�FRUUXSW�MXGLFLDO�SROLFH��,Q�WKH�SDVW��KH�KDV
EHHQ�DFFXVHG�RI�PDQXIDFWXULQJ�HYLGHQFH�IRU�SROLWLFDO�UHDVRQV��+LV�FRQGXFW�RI�WKH
LQYHVWLJDWLRQV�WKXV�IDU�KDV�EHHQ�PDUNHG�E\�VHQVDWLRQDOLVWLF�FKDUJHV�DQG�D�SDXFLW\�RI
VXEVWDQWLYH�QHZ�HYLGHQFH�

��
�=HGLOOR�ZRXOG�EH�ZHOO�DGYLVHG�WR�FRQVLGHU�DSSRLQWLQJ

VRPHRQH�HOVH�WR�WKLV�VHQVLWLYH�SRVW¤VRPHRQH�ZKRVH�UHFRUG�DQG�VW\OH�FDQ�JHQHUDWH�PRUH
SXEOLF�FRQILGHQFH��2WKHUZLVH��DQ\�FRQFOXVLRQV�UHDFKHG�DUH�OLNHO\�WR�EH�GLVEHOLHYHG�
IXUWKHU�XQGHUPLQLQJ�WKH�OHJLWLPDF\�RI�ERWK�WKH�JRYHUQPHQW�DQG�WKH�SROLWLFDO�V\VWHP�

,Q�DGGLWLRQ��JRYHUQPHQW�YLROHQFH�PXVW�EH�EURXJKW�XQGHU��FRQWURO��2QH�RI�WKH
JUHDWHVW�GDQJHUV�LQ�D�FRXQWU\�KDUERULQJ�LQFLSLHQW�JXHUULOOD�RUJDQL]DWLRQV�LV�WKDW�WKH�DUPHG
IRUFHV�DQG�SROLFH�PD\�RYHUUHDFW�DQG�IXHO�WKHVH�PRYHPHQWV�E\�HQJDJLQJ�LQ�KXPDQ�ULJKWV
YLRODWLRQV��7KLV�LV�D�SUREOHP�QRW�RQO\�LQ�&KLDSDV��ZKHUH�VRPH�DEXVHV�KDYH�DOUHDG\
RFFXUUHG�

��
�EXW�LQ�UXUDO�DUHDV�WKURXJKRXW�WKH�FRXQWU\��7KH�UHFHQW�VKRRWLQJ�RI�VHYHUDO�GR]HQ

SHDVDQWV�LQ�*XHUUHUR�LV�D�FDVH�LQ�SRLQW�
��
�7KHUH�LV�D�QHHG�IRU�RIILFLDO�UHVWUDLQW��PRUHRYHU�

ZKHQ�YLRODWLRQV�GR�RFFXU�WKH�SHUSHWUDWRUV�PXVW�EH�EURXJKW�WR�MXVWLFH��$�IDLOXUH�WR�GR�VR
VHQGV�DOO�WKH�ZURQJ�VLJQDOV�DQG�ULVNV�LJQLWLQJ�D�¦GLDOHFWLF�RI�UHYROXWLRQ�§�ZLWK
FRXQWHUUHYROXWLRQDU\�YLROHQFH�IHHGLQJ�UHYROXWLRQDU\�YLROHQFH�DQG�YLFH�YHUVD��DV�KDSSHQHG
LQ�WKH�����V�DQG�����V�LQ�&HQWUDO�$PHULFD�

��
�7KH�ZD\�WR�GHIXVH�&KLDSDV�DQG�SUHYHQW
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RWKHU�VXFK�FRQIOLFWV�IURP�GHYHORSLQJ�LV�WKURXJK�SROLWLFDO�LQFOXVLRQ��VRFLRHFRQRPLF
UHIRUP��DQG�D�UHVSHFW�IRU�KXPDQ�ULJKWV�

7KHUH�LV�DOVR�D�QHHG�WR�VWHS�XS�WKH�VWUXJJOH�DJDLQVW�QDUFRWUDIILFNLQJ��,Q�UHFHQW
\HDUV��WKH�IORZ�RI�GUXJV�WKURXJK�0H[LFR�LQWR�WKH�8QLWHG�6WDWHV�KDV�LQFUHDVHG�

��
�<HW��8�6�

SROLF\�KDV�EHHQ�VORZ�WR�DGMXVW��7KH�8QLWHG�6WDWHV�GLG�QRW�XVH�WKH�EDUJDLQLQJ�OHYHUDJH
SURYLGHG�E\�WKH�1$)7$�QHJRWLDWLRQV�WR�SUHVV�WKH�0H[LFDQ�*RYHUQPHQW�WR�UHPRYH
FRUUXSW�RIILFLDOV�RU�PRUH�DJJUHVVLYHO\�SXUVXH�DQWL�GUXJ�RSHUDWLRQV��1RU�KDV
FRXQWHUQDUFRWLFV�UHDOO\�EHHQ�D�SULRULW\�VLQFH�WKHQ�

��
�$V�D�UHVXOW��RSSRUWXQLWLHV�KDYH�EHHQ

PLVVHG�WR�LQIOXHQFH�0H[LFDQ�GHYHORSPHQWV�LQ�ZD\V�WKDW�PLJKW�KDYH�EHHQ�EHQHILFLDO�WR
ERWK�FRXQWULHV�

$V�ZLWK�VR�PDQ\�RWKHU�DVSHFWV�RI�WKH�0H[LFDQ�FULVLV��WKH�IDLOXUH�WR�IDFH�WKH
SUREOHP�HDUO\��ZKLOH�LW�ZDV�PDQDJHDEOH��DOORZHG�LW�WR�JURZ�WR�FULVLV�SURSRUWLRQV��1RZ�LW
FDQ�QR�ORQJHU�EH�LJQRUHG��0H[LFR�PXVW�PHHW�WKH�FKDOOHQJH�RI�WKH�QDUFRWUDIILFNHUV
VTXDUHO\��QRW�DV�D�IDYRU�WR�WKH�8QLWHG�6WDWHV��EXW�EHFDXVH�WKH�FDUWHOV�KDYH�EHFRPH�D�PDMRU
WKUHDW�WR�0H[LFDQ�QDWLRQDO�VHFXULW\�DQG�WKH�ZKROH�SURFHVV�RI�UHIRUP��$Q�DQWLGUXJ
FDPSDLJQ�RQ�WKH�RUGHU�RI�ZKDW�LV�QHHGHG�PLJKW�ZHOO�OHDG�WR�LQFUHDVHG�OHYHOV�RI�YLROHQFH
LQ�WKH�VKRUW�WR�PHGLXP�UXQ��EXW�WKH�DOWHUQDWLYH�PLJKW�EH�HYHQ�PRUH�GDQJHURXV��WKH
FRQWLQXHG�VXEYHUVLRQ�RI�0H[LFDQ�JRYHUQPHQW�DQG�VRFLHW\��ZLWK�WKH�HQG�UHVXOW�EHLQJ�WKH
FUHDWLRQ�RI�D�IXOO�IOHGJHG�QDUFR�VWDWH�

5HFHQWO\�3UHVLGHQW�=HGLOOR��XQGHU�JURZLQJ�8�6��SUHVVXUH��KDV�PRYHG�WR�WDNH�D
VWURQJHU�VWDQG��1DUFRWUDIILFNLQJ�KDV�EHHQ�UHDIILUPHG�WR�EH�0H[LFR©V�SULPDU\�QDWLRQDO
VHFXULW\�SUREOHP��0H[LFDQ�$UP\�JHQHUDOV�DUH�EHLQJ�EURXJKW�PRUH�H[WHQVLYHO\�LQWR�WKH
JRYHUQPHQW©V�GUXJ�FRQWURO�VWUDWHJ\��ILHOG�FRPPDQGHUV�KDYH�EHJXQ�WR�ZRUN�ZLWK�IHGHUDO
SROLFH�WR�FRRUGLQDWH�QHZ�UHJLRQDO�SODQV�WR�LQWHUFHSW�GUXJ�VKLSPHQWV��$LU�)RUFH�)���MHW
ILJKWHUV�DQG�7����WUDLQHUV�ZLOO�EH�XVHG�WR�LQWHUFHSW�SODQHV�ORDGHG�ZLWK�FRFDLQH��:KLOH�RQH
RI�WKH�ULVNV�RI�WKLV�PRUH�DJJUHVVLYH�SROLF\�LV�WKDW�LW�PD\�VXEMHFW�WKH�DUPHG�IRUFHV�WR
JUHDWHU�FRUUXSWLRQ��WKLV�GDQJHU�PD\�EH�DPHOLRUDWHG�E\�WKH�IDFW�WKDW�WKH�PLOLWDU\�ZLOO�QRW

JHQHUDOO\�SODQ�RSHUDWLRQV�DQG�ZLOO�FRQWLQXH�WR�WXUQ�RYHU�VXVSHFWHG�FULPLQDOV�WR�WKH
SROLFH�

��

�
7KH�&OLQWRQ�DGPLQLVWUDWLRQ�LV�H[SHFWHG�WR�VXSSRUW�WKLV�FKDQJH�LQ�VWUDWHJ\�E\

SURYLGLQJ�WKH�0H[LFDQ�$WWRUQH\�*HQHUDO©V�RIILFH�ZLWK�VRPH����VXUSOXV�8+��+�+XH\
KHOLFRSWHUV�WR�WUDQVSRUW�SROLFH�LQ�LQWHUGLFWLRQ�RSHUDWLRQV��7KH�WZR�FRXQWULHV�DUH�DOVR
GLVFXVVLQJ�WKH�SRVVLELOLW\�WKDW�WKH�8QLWHG�6WDWHV�PLJKW�OHQG�RU�VHOO�VHYHUDO�GR]HQ�RI�WKH

PRUH�VRSKLVWLFDWHG�8+����%ODFNKDZN�WUDQVSRUW�KHOLFRSWHUV�IRU�WKH�VDPH�SXUSRVHV�
��

:KLOH�D�PRUH�DJJUHVVLYH�0H[LFDQ�DSSURDFK�WR�WKH�WKUHDW�RI�QDUFRWUDIILFNLQJ¤
LQFOXGLQJ�LQFUHDVHG�FRRSHUDWLRQ�ZLWK�WKH�8QLWHG�6WDWHV¤LV�WR�EH�DSSODXGHG��WKH�ULVNV�DQG
FRVWV�RI�VXFK�D�FRXUVH�PXVW�EH�IXOO\�XQGHUVWRRG��LQ�WKH�VKRUW�UXQ��DW�OHDVW��DQ�LQFUHDVH�LQ
YLROHQFH�PLJKW�IULJKWHQ�DZD\�IRUHLJQ�LQYHVWRUV��PDNLQJ�HFRQRPLF�UHFRYHU\�PRUH�GLIILFXOW�
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,Q�FRPELQDWLRQ�ZLWK�RWKHU�IDFWRUV��DQ�HVFDODWLRQ�RI�FRXQWHUQDUFRWLFV�RSHUDWLRQV��LQFOXGLQJ
WKH�WDUJHWLQJ�RI�FDUWHO�OHDGHUV��FRXOG�SRWHQWLDOO\�OHDG�WR�WKH�GHVWDELOL]DWLRQ�RI�0H[LFR��1RU
LV�WKHUH�DQ\�JXDUDQWHH�WKDW�WKH�FDUWHOV�ZRXOG�EH�GHIHDWHG��,W�ZLOO�WDNH�PXFK�PRUH�WKDQ�D
FRXUDJHRXV�0H[LFDQ�SUHVLGHQW�DQG�DQ�LQIOX[�RI�8�6��PLOLWDU\�WHFKQRORJ\�WR�SUHYDLO��$V
ORQJ�DV�WKHUH�DUH�HFRQRPLF�LQFHQWLYHV�IRU�JURZHUV�DQG�WUDIILFNHUV��WKH�SUREOHP�ZLOO
SHUVLVW��,Q�WKLV�VHQVH��WKH�8QLWHG�6WDWHV��WKURXJK�LWV�IDLOXUH�WR�GHDO�ZLWK�LWV�RZQ�YRUDFLRXV
GUXJ�DSSHWLWH��KDV�VXEYHUWHG�0H[LFR�

8OWLPDWHO\��WKH�RQO\�UHDOO\�HIIHFWLYH�VWUDWHJ\�ZLOO�EH�RQH�WKDW�FRPELQHV�ERWK
VXSSO\�VLGH�DQG�GHPDQG�VLGH�DSSURDFKHV��6WHSSHG�XS�HQIRUFHPHQW�HIIRUWV�LQ�0H[LFR�
&RORPELD�DQG�HOVHZKHUH�PXVW�EH�FRPELQHG�ZLWK�HGXFDWLRQDO��PHGLFDO��HPSOR\PHQW�DQG
ODZ�HQIRUFHPHQW�SURJUDPV�LQ�WKH�8QLWHG�6WDWHV��7KLV�ZLOO�UHTXLUH�VLJQLILFDQW�LQFUHDVHV�LQ
UHVRXUFHV�DQG�WKH�ZLOO�WR�SHUVLVW�RQ�DQ�LQGHILQLWH�EDVLV��,Q�WKLV�UHVSHFW��WKH�LPDJHU\�RI�WKH
¦ZDU�RQ�GUXJV�§�ZLWK�LWV�LPSOLFDWLRQ�WKDW�WKHUH�LV�D�¦ILQDO�VROXWLRQ§�DQG�WKDW�WKH�ZDU�ZLOO
HLWKHU�EH�ZRQ�RU�ORVW��LV�PLVOHDGLQJ�DQG�FRXQWHUSURGXFWLYH��7KLV�LV�D�ODZ�HQIRUFHPHQW
SUREOHP��UDWKHU�WKDQ�D�ZDU��DQG�LW�ZLOO�QHYHU�HQWLUHO\�EH�HOLPLQDWHG��2Q�WKH�RWKHU�KDQG��LW
PDNHV�DOO�WKH�GLIIHUHQFH�LQ�WKH�ZRUOG¤ERWK�WR�0H[LFR�DQG�WKH�8QLWHG�6WDWHV¤ZKHWKHU�WKH
WKUHDW�LV�UHODWLYHO\�ORZ�OHYHO�RU�RQH�RI�WUXH�¦QDWLRQDO�VHFXULW\§�GLPHQVLRQV�

6WLOO�DQRWKHU�LQVWDQFH�RI�D�SUREOHP�WKDW�KDV�EHHQ�QXUWXUHG�WKURXJK�QHJOHFW�LV
LOOHJDO�LPPLJUDWLRQ��0H[LFR��RI�FRXUVH��KDV�KDG�QR�LQKHUHQW�LQFHQWLYH�WR�VWHP�WKH�IORZ�WR
WKH�8QLWHG�6WDWHV�DQG�FRQVLGHUDEOH�UHDVRQ�WR�OHW�LW�FRQWLQXH��VLQFH�LW�VHUYHV�DV�DQ�LPSRUWDQW
¦VDIHW\�YDOYH§�IRU�WKH�UHOHDVH�RI�SRWHQWLDOO\�GDQJHURXV�VRFLDO�WHQVLRQV��1RU�KDV�WKH�8QLWHG
6WDWHV�UHDOO\�GHDOW�ZLWK�WKH�SUREOHP��:H�GLG�QRW�XVH�RXU�1$)7$�EDUJDLQLQJ�OHYHUDJH�WR
VHFXUH�JUHDWHU�0H[LFDQ�FRRSHUDWLRQ��DQG�KDYH�RIWHQ�QRW�HYHQ�HQIRUFHG�RXU�RZQ�ODZV
YLJRURXVO\�RU�HIIHFWLYHO\���6LPSO\�GXPSLQJ�DUUHVWHG�LOOHJDOV�EDFN�RYHU�WKH�ERUGHU�ZKHUH
WKH\�FDQ�FURVV�DJDLQ�DQG�DJDLQ�LV�QR�DQVZHU���$W�WKH�VDPH�WLPH��ZH�KDYH�PDGH�LOOHJDO
LPPLJUDWLRQ�DWWUDFWLYH�E\�SURYLGLQJ�VRPH�VRFLDO�VHUYLFHV��FLWL]HQVKLS�IRU�8�6��ERUQ

FKLOGUHQ�RI�LOOHJDOV��WKH�KRSH�RI��SHUPDQHQW�DPQHVW\��DQG�RWKHU�LQFHQWLYHV�
��

1RZ��KRZHYHU��WKH�SROLWLFDO�FOLPDWH�KDV�FKDQJHG��2QH�DQWLFLSDWHV�WKDW�LOOHJDO
LPPLJUDWLRQ�ZLOO�EH�D�SURPLQHQW�LVVXH�LQ�WKH������HOHFWLRQV��ZLWK�5HSXEOLFDQV�DQG
'HPRFUDWV�VWULYLQJ�WR�RXWGR�HDFK�RWKHU�LQ�WDNLQJ�D�KDUG�OLQH��)RU�LWV�SDUW��WKH�&OLQWRQ
DGPLQLVWUDWLRQ�KDV�MXVW�VXEPLWWHG�OHJLVODWLRQ�WR�&RQJUHVV�WR�VWUHQJWKHQ�8�6��ERUGHU
SURWHFWLRQ�HIIRUWV��,I�SDVVHG��WKH�PHDVXUHV�ZRXOG�DGG�������QHZ�DJHQWV�WR�WKH�%RUGHU
3DWURO��ERRVW�VDQFWLRQV�RQ�HPSOR\HUV�ZKR�KLUH�LOOHJDO�DOLHQV��VWUHDPOLQH�WKH�GHSRUWDWLRQ
SURFHVV��DXWKRUL]H�ERUGHU�FURVVLQJ�IHHV��ZLWK�WKH�DSSURYDO�RI�ORFDO�FRPPXQLWLHV���DQG
HVWDEOLVK�D�SLORW�ZRUNHU�LGHQWLILFDWLRQ�V\VWHP��,Q�DGGLWLRQ��WKH�=HGLOOR�DGPLQLVWUDWLRQ�KDV
DJUHHG�WR�VWHS�XS�LWV�FRRSHUDWLRQ�E\�LQFUHDVLQJ�WKH�QXPEHU�RI�0H[LFDQ�SROLFH�DQG
LPPLJUDWLRQ�RIILFHUV�RQ�WKH�ERUGHU��H[SDQGLQJ�D�VSHFLDO�ERUGHU�DQWLFULPH�IRUFH��DQG
VKXWWLQJ�GRZQ�D�QHWZRUN�RI�ZDWHU�WXQQHOV�LQ�WKH�1RJDOHV�DUHD�WKDW�LV�IUHTXHQWO\�XVHG�IRU

VPXJJOLQJ�LPPLJUDQWV�
��
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1R�GRXEW�WKHVH�PHDVXUHV�ZLOO�KDYH�VRPH�LPSDFW��0RUH�DJJUHVVLYH�HQIRUFHPHQW¤
LQFOXGLQJ�LQFUHDVHV�LQ�WKH�QXPEHU�RI�DJHQWV��WKH�UHGHSOR\PHQW�RI�RWKHUV��DQG�WKH�XVH�RI
QLJKW�YLVLRQ�VFRSHV��HOHFWURQLF�VHQVRUV�DQG�RWKHU�WHFKQRORJ\¤KDV�LQFUHDVHG�WKH�QXPEHU�RI
UHFHQW�DUUHVWV�DQG�IRUFHG�D�VKLIW�LQ�WKH�SRLQWV�RI�HQWU\��6RPH�SURVSHFWLYH�LOOHJDOV�KDYH
FOHDUO\�EHHQ�GHWHUUHG��$QG�WKHUH�DUH�RWKHU�WKLQJV�WKDW�FRXOG�EH�GRQH�DV�ZHOO�

��
�$UUHVWHG

DOLHQV��IRU�LQVWDQFH��FRXOG�EH�UHWXUQHG�GHHS�LQWR�0H[LFR��IDU�IURP�WKH�ERUGHU��ZKLFK
ZRXOG�PDNH�UHSHDWHG�FURVVLQJV�PXFK�PRUH�GLIILFXOW��7KH�GRZQVLGH�LV�WKDW�PRUH
DJJUHVVLYH�HQIRUFHPHQW�LV�DOVR�OLNHO\�WR�UHVXOW�LQ�DQ�LQFUHDVH�LQ�KXPDQ�ULJKWV�YLRODWLRQV�E\
8�6��DQG�0H[LFDQ�DXWKRULWLHV���7KHUH�KDV�DOUHDG\�EHHQ�D�WURXEOLQJ�ULVH�LQ�VXFK�DEXVHV��

��

&OHDUO\��JUHDWHU�HIIRUW�PXVW�EH�PDGH�WR�PLQLPL]H�WKHVH�SUDFWLFHV�

7KH�TXHVWLRQ��RI�FRXUVH��LV�ZKHWKHU�VXFK�PHDVXUHV�ZLOO�EH�HQRXJK�WR�NHHS�XS�ZLWK
WKH�ULVLQJ�ULGH�RI�LOOHJDOV�

��
�PXFK�OHVV�VLJQLILFDQWO\�UHGXFH�WKHLU�QXPEHUV��$V�ORQJ�DV

0H[LFDQV�DUH�EHLQJ�GULYHQ�WR�WKH�ZDOO�E\�HFRQRPLF�FULVLV�DQG�WKH�SROLFLHV�RI�WKHLU�RZQ
JRYHUQPHQW��WKH�SULPDU\�FDXVHV�RI�PLJUDWLRQ�ZLOO�QRW�KDYH�EHHQ�DGGUHVVHG��7KLV�VXJJHVWV�
DJDLQ��WKH�QHHG�WR�UHHYDOXDWH�WKH�QHROLEHUDO�HFRQRPLF�VWUDWHJ\�DQG�LQVWLWXWH�PHDVXUHV
FDSDEOH�RI�SURYLGLQJ�RUGLQDU\�0H[LFDQV�ZLWK�PRUH�UHOLHI�IURP�WKH�VRFLDO�FULVLV�WKH\�DUH
H[SHULHQFLQJ�

$ORQJ�WKHVH�VDPH�OLQHV��WKH�8QLWHG�6WDWHV�VKRXOG�UHFRQVLGHU�0H[LFR©V�UHTXHVW
�UHFHQWO\�UHMHFWHG��WKDW�ZDWHU�EH�GLYHUWHG�IURP�WKH�5tR�*UDQGH�WR�DPHOLRUDWH�WKH�HIIHFWV�RI
WKH�GURXJKW�WKDW�KDV�EHHQ�DIIOLFWLQJ�WKH�QRUWKHUQ�KDOI�RI�WKH�FRXQWU\��2QH�XQGHUVWDQGV�WKH
UHOXFWDQFH�RI�8�6��DXWKRULWLHV�WR�GR�WKLV¤WKH�GURXJKW�DIIHFWV�ODUJH�DUHDV�RI�VRXWKHUQ�7H[DV�
WRR��DQG�ORFDO�IDUPHUV�DUH�DGDPDQWO\�RSSRVHG�WR�D�GLYHUVLRQ¤EXW�WKH�GHQLDO�KDV�VHULRXV
LPSOLFDWLRQV�IRU�ERWK�FRXQWULHV��WKH�ORVV�RI�FURSV�LV�HOLPLQDWLQJ�PDQ\�UXUDO�MREV�LQ
0H[LFR��ZKLFK�ZLOO�IRVWHU�PRUH�LOOHJDO�LPPLJUDWLRQ��0RUH�IRRG�ZLOO�KDYH�WR�EH�LPSRUWHG�
ZKLFK�ZLOO�PDNH�LW�GLIILFXOW�WR�UHSD\�IRUHLJQ�ORDQV���$OUHDG\��LQGHHG��WKHUH�DUH�TXHVWLRQV
DERXW��0H[LFR©V�DELOLW\�WR�PHHW�LWV�HQYLURQPHQWDO�FRPPLWPHQWV�XQGHU�1$)7$���7KHUH
DUH�LQGLFDWLRQV��DOVR��WKDW�WKH�GHQLDO�LV�FDXVLQJ�FRQVLGHUDEOH�ELWWHUQHVV�DPRQJ�0H[LFDQ

IDUPHUV�LQ�WKH�DUHD�
��

:KDW�DUH�WKH�LPSOLFDWLRQV�RI�DOO�WKLV�IRU�WKH�8�6��$UP\"�&HUWDLQO\��WKH�PRVW
REYLRXV�LQYROYH�LOOHJDO�LPPLJUDWLRQ�DQG�QDUFRWUDIILFNLQJ��5HFHQWO\��WKH�-XVWLFH
'HSDUWPHQW�KDV�EHHQ�GHYHORSLQJ�D�FRQWLQJHQF\�SODQ�WR�SUHYHQW�D�ODUJH�VFDOH�LQIOX[�RI
LOOHJDO�DOLHQV��7KHUH�LV�WDON�RI�DGGLQJ�0H[LFR�WR�WKH�\HDU�DQG�D�KDOI�ROG�2SHUDWLRQ�'LVWDQW
6KRUHV��ZKLFK�ZDV�RULJLQDOO\�GHYHORSHG�LQ�UHVSRQVH�WR�WKH�WKUHDW�RI�PDVV�LPPLJUDWLRQ
IURP�&XED�DQG�+DLWL��DQG�RI�XVLQJ�DEDQGRQHG�8�6��PLOLWDU\�EDVHV�IRU�WKH�WHPSRUDU\

VKHOWHU�RI�LOOHJDO�LPPLJUDQWV�DZDLWLQJ�SURFHVVLQJ�DQG�H[WUDGLWLRQ�
��

7KH�GDQJHU�LV�WKDW��LQ�D�WLPH�RI�JURZLQJ�SXEOLF�DQG�FRQJUHVVLRQDO�SUHVVXUH�WR�¦GR
VRPHWKLQJ§�DERXW�LOOHJDO�LPPLJUDWLRQ�DQG�GUXJ�WUDIILFNLQJ��WKH�$UP\�PD\�JHW�SXOOHG�LQWR
RSHUDWLRQV�ZKLFK�FRXOG�SURYH�GDPDJLQJ�WR�RXU�UHODWLRQV�ZLWK�0H[LFR��$JDLQ��WKLV�LV�D
VHQVLWLYH�LVVXH��7KH�YHU\�VXJJHVWLRQ�RI�8�6��WURRS�LQYROYHPHQW�LQ�8�6��0H[LFDQ�DIIDLUV¤
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HYHQ�LI�OLPLWHG�WR�8�6��WHUULWRU\¤ZRXOG�EH�UHJDUGHG�E\�PDQ\�0H[LFDQV�DV�DQ�DIIURQW�WR
WKHLU�VRYHUHLJQW\��7KXV��WKH�$UP\©V�WUDGLWLRQDO�FDXWLRQ�LQ�WKHVH�PDWWHUV��7KH�3HQWDJRQ�KDV
QRW�HYHQ�LQFOXGHG�0H[LFDQ�FRQWLQJHQFLHV�LQ�LWV�ZDU�JDPLQJ�VLQFH�WKH�HDUO\�����V��DQG�LW

QR�ORQJHU�SUDFWLFHV�WDFWLFDO�ERUGHU�VHDOLQJ�PDQHXYHUV�
��

7KLV�LV�ZLVH��:H�VKRXOG�EH�ZDU\�RI�SURSRVDOV�WR�PLOLWDUL]H�WKH�ERUGHU�RU�RWKHUZLVH
SURPLQHQWO\�LQYROYH�WKH�$UP\�LQ�RSHUDWLRQV�WKDW�ZRXOG�EH�SHUFHLYHG�DV�EHLQJ�DLPHG�DW
WKH�0H[LFDQ�SHRSOH�RU�LQ�YLRODWLRQ�RI�0H[LFDQ�VRYHUHLJQW\��7KLV�LV�QRW�WR�VD\�WKDW�WKH
PLOLWDU\�VKRXOG�SOD\�QR�UROH��RQO\�WKDW�LW�VKRXOG�EH�ORZ�SURILOH�

,Q�D�PRUH�JHQHUDO�VHQVH��HQKDQFHG�8�6��0H[LFDQ�VHFXULW\�FRRSHUDWLRQ�PLJKW�EH
XVHIXOO\�SXUVXHG�ZLWKLQ�WKH�WULODWHUDO�FRQWH[W�SURYLGHG�E\�1$)7$��$V�RQH�VRXUFH�UHFHQWO\
VXJJHVWHG��WKH�8QLWHG�6WDWHV��0H[LFR�DQG�&DQDGD�PLJKW�LQVWLWXWLRQDOL]H�DQQXDO�¦1RUWK
$PHULFDQ�6XPPLWV�§�ZKHUH�HDFK�FRXOG�SUHVHQW�LWV�DVVHVVPHQW�RI�VKDUHG�QDWLRQDO�VHFXULW\
FRQFHUQV��6XFK�D�IRUXP�PLJKW�SURPRWH�JUHDWHU�XQGHUVWDQGLQJ�DQG�FRRSHUDWLRQ��DQG�OHDG
WR�FRPPRQ�SRVLWLRQV�RQ�VRPH�LVVXHV��7KH�WKUHH�VLGHV�FRXOG�DOVR�HQJDJH�LQ�FRPELQHG
¦FRQILGHQFH�EXLOGLQJ§�DFWLYLWLHV��VXFK�DV�SHUVRQQHO�H[FKDQJHV��XQLW�YLVLWV��DQG
QRQFRQWURYHUVLDO��H�J���VHDUFK�DQG�UHVFXH��H[HUFLVHV��*UHDWHU�DWWHQWLRQ��WRR��QHHGV�WR�EH
SDLG�WR�WKH�VXSSRUWLYH�UROH�WR�EH�SOD\HG�E\�WKHVH�DUPHG�IRUFHV�LQ�GHDOLQJ�ZLWK

WUDQVQDWLRQDO�WKUHDWV�OLNH�LOOHJDO�LPPLJUDWLRQ�DQG�QDUFRWUDIILFNLQJ�
��

,Q�WKH�HQG��WKH�8QLWHG�6WDWHV�FDQ�EROVWHU�0H[LFDQ�VWDELOLW\�LQ�FHUWDLQ�UHVSHFWV�DQG
DYRLG�RWKHU�DFWLRQV�WKDW�PLJKW�EH�GHVWDELOL]LQJ��EXW�WKHUH�DUH�QR�JXDUDQWHHV��:KLOH�WKH
DGRSWLRQ�RI�D�IRUHLJQ�LQYHVWPHQW��H[SRUW�RULHQWHG�HFRQRPLF�VWUDWHJ\�KDV�RSHQHG�XS�QHZ
SRWHQWLDOV�IRU�HFRQRPLF�JURZWK��LW�KDV�DOVR�PDGH�0H[LFR�PXFK�PRUH�GHSHQGHQW�RQ�DQG
YXOQHUDEOH�WR�H[WHUQDO�IRUFHV�EH\RQG�LWV�FRQWURO��1RWZLWKVWDQGLQJ�VRPH�IDYRUDEOH
SUHOLPLQDU\�VLJQV��LW�ZLOO��OLNHO\�WDNH�\HDUV�WR�IXOO\�UHVWRUH�LQYHVWRU�FRQILGHQFH��,Q�WKH
PHDQWLPH��0H[LFR©V�HFRQRPLF�UHFRYHU\¤DQG�KHQFH�SROLWLFDO�DQG�VRFLDO�VWDELOLW\¤ZLOO
UHPDLQ�SUREOHPDWLF��%H\RQG�WKLV��KRZ�GRHV�RQH�DWWUDFW�WKH�ULJKW�NLQG�RI�FDSLWDO¤QDPHO\�
WKDW�ZKLFK�ZLOO�EH�LQYHVWHG�LQ�SODQWV�DQG�HTXLSPHQW�WKDW�SURGXFH�UHDO�HFRQRPLF�JURZWK
DQG�UHDO�MREV�DQG�ZLOO�QRW�IOHH�WKH�FRXQWU\�LQ�WLPHV�RI�SROLWLFDO�XQUHVW�RU�ZKHQHYHU�WKH
8�6��)HGHUDO�5HVHUYH�UDLVHV�LQWHUHVW�UDWHV"�7KLV�LV�RQH�RI�WKH�PRVW�LPSRUWDQW�TXHVWLRQV
IDFLQJ�0H[LFR�WRGD\��,W�LV�XUJHQWO\�LQ�QHHG�RI�DQ�DQVZHU�

7KHQ��WKHUH�DUH�FRQVWUDLQWV�LPSRVHG�E\�LGHRORJ\��WKH�VHDUFK�IRU�SURILWV��DQG�WKH
SROLWLFDO�DQG�SV\FKRORJLFDO�GLIILFXOWLHV�RI�UHHYDOXDWLQJ�D�SROLF\�LQ�ZKLFK�VR�PXFK�FDSLWDO
DQG�VR�PDQ\�UHSXWDWLRQV�KDYH�EHHQ�LQYHVWHG��6RPH�RI�WKH�UHFRPPHQ��GDWLRQV�SUHVHQWHG�LQ
WKLV�VWXG\�ZLOO�EH�UHMHFWHG�EHFDXVH�WKH\�GR�QRW�FRQIRUP�WR�WKH�RUWKRGR[�HFRQRPLF�YLHZV
�WKH�VR�FDOOHG�¦:DVKLQJWRQ�FRQVHQVXV§��WKDW�GRPLQDWH�WKH�FXUUHQW�SROLF\�GLVFRXUVH��(YHQ
LI�3UHVLGHQW�=HGLOOR�DQG�KLV�DGYLVRUV�ZHUH�ZLOOLQJ�WR�UHFRQVLGHU�WKHLU�HFRQRPLF�VWUDWHJ\¤
DQG�ZH�DUH�VXJJHVWLQJ�KHUH�RQO\�VHOHFWLYH�FKDQJHV¤FRXOG�WKH\�JHW�WKH�VXSSRUW�RI�WKH
8QLWHG�6WDWHV�DQG�RWKHU�IRUHLJQ�OHQGHUV"�:LWKRXW�WKDW�VXSSRUW�DQG�WKH�HFRQRPLF�DLG�WKDW
FRPHV�ZLWK�LW��DQ\�DOWHUQDWLYH�VWUDWHJ\�ZRXOG�VXUHO\�IORXQGHU�
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)LQDOO\��WKHUH�UHPDLQ�WURXEOLQJ�TXHVWLRQV�DERXW�WKH�GHSWK�DQG�GXUDELOLW\�RI�ERWK
8�6��DQG�0H[LFDQ�FRPPLWPHQWV�WR�WKH�FDPSDLJQ�DJDLQVW�GUXJV��%RWK�FRXQWULHV�KDYH
ZD[HG�KRW�DQG�FROG�LQ�WKH�SDVW��'XULQJ�WKH�1$)7$�GHEDWH��WKH�8QLWHG�6WDWHV�VRIW�SHGDOHG
WKH�QDUFRWLFV�SUREOHP��H[DJJHUDWLQJ�0H[LFDQ�FRRSHUDWLRQ�OHVW�D�PRUH�FULWLFDO�VWDQFH
MHRSDUGL]H�WKH�GHVLUHG�DFFRUG�

���
<HW�0H[LFDQ�SURPLVHV�KDYH�WRR�RIWHQ�JRQH�XQIXOILOOHG��RU

SURGXFHG�RQO\�WUDQVLWRU\�UHVXOWV��WR�MXVWLI\�DQ\�DVVXPSWLRQV�WKDW�WKLQJV�KDYH
IXQGDPHQWDOO\�FKDQJHG��7KDW�PHDQV�WKDW�WKH�8QLWHG�6WDWHV�PXVW�KDYH�WKH�ZLOO�WR�FRQWLQXH
SUHVVLQJ�WKH�0H[LFDQ�*RYHUQPHQW�LI�WKH�ODWWHU©V�HIIRUWV�IODJ��:LOO�WKH�8QLWHG�6WDWHV�VWD\
WKH�FRXUVH"�:LOO�0H[LFR"

,Q�VXP��WKH�FULVLV�ZLOO�OLNHO\�FRQWLQXH��:KHUH�LW�ZLOO�XOWLPDWHO\�OHDG�FDQQRW�EH
SUHGLFWHG�ZLWK�FRQILGHQFH��EXW�RQH�WKLQJ�LV�FHUWDLQ��WKH�HXSKRULD�JHQHUDWHG�E\�1$)7$
ZDV�EDVHG�RQ�ZLOGO\�RSWLPLVWLF�DVVXPSWLRQV�DERXW�0H[LFR©V�DELOLW\�WR�PDQDJH�LWV�LQWHUQDO
SROLWLFDO�DQG�HFRQRPLF�PRGHUQL]DWLRQ�LQ�DQ�LQFUHDVLQJO\�LQWHUGHSHQGHQW�ZRUOG��7KH�OHVVRQ
IURP�DOO�WKLV�VKRXOG�EH�DEXQGDQWO\�FOHDU��LI�\RX�GR�QRW�FRPH�WR�WHUPV�ZLWK�UHDOLW\��WKHQ
UHDOLW\�ZLOO�FRPH�WR�WHUPV�ZLWK�\RX��SUREDEO\�LQ�YHU\�XQSOHDVDQW�ZD\V�

(1'127(6

���)RU�D�GHWDLOHG�DQDO\VLV�RI�WKH�FULVLV�DV�LW�GHYHORSHG�GXULQJ�WKH�6DOLQDV�\HDUV�DQG
WKH�ILUVW�PRQWKV�RI�WKH�=HGLOOR�SUHVLGHQF\��VHH�WKH�SUHFHGLQJ�FRPSDQLRQ�UHSRUW�WR�WKLV
VWXG\��'RQDOG�(��6FKXO]��0H[LFR�LQ�&ULVLV��&DUOLVOH��3$��6WUDWHJLF�6WXGLHV�,QVWLWXWH��8�6�
$UP\�:DU�&ROOHJH��0D\����������

���,Q�WKH���WK�FHQWXU\��0H[LFR�ORVW�DERXW�KDOI�RI�LWV�QDWLRQDO�WHUULWRU\�WR�WKH�8QLWHG
6WDWHV��8�6���WURRSV�RFFXSLHG�9HUDFUX]�LQ�������'XULQJ�WKH�0H[LFDQ�UHYROXWLRQ��WKH�8�6�
UHSHDWHGO\�LQWHUIHUHG�LQ�WKH�FRXQWU\©V�LQWHUQDO�DIIDLUV�WR�SURWHFW�$PHULFDQ�LQYHVWPHQWV�DQG
SURPRWH�DSSURYHG�SROLWLFDO�OHDGHUV��6XEVHTXHQWO\��WKH�IHDU�RI�8�6��HFRQRPLF�GRPLQDWLRQ
SHUVLVWHG�ORQJ�DIWHU�WKH�IHDU�RI�PLOLWDU\�LQWHUYHQWLRQ�VXEVLGHG�

���2Q�WKH�UHFHQW�FKDQJHV�LQ�0H[LFDQ�SHUFHSWLRQV�RI�QDWLRQDO�VHFXULW\��VHH�6HUJLR
$JXD\R�4XH]DGD�DQG�%UXFH�0LFKDHO�%DJOH\��HGV���(Q�%XVFD�GH�OD�6HJXULGDG�3HUGLGD�
$SUR[LPDFLRQHV�D�OD�6HJXULGDG�1DFLRQDO�0H[LFDQD��0H[LFR��'�)���6LJOR�9HLQWLXQR
(GLWRUHV��������DQG�0DUN�:LOOLDPV��¦0H[LFR©V�1HZ�1DWLRQDO�6HFXULW\�3DUDGLJP�DQG�WKH
3ROLWLFV�RI�(OLWH�6HOI�,QWHUHVW�§�SDSHU�SUHVHQWHG�DW�WKH������,QWHUQDWLRQDO�6WXGLHV
$VVRFLDWLRQ�&RQIHUHQFH��$WODQWD��*$��$SULO�����������

���)RU�VNHSWLFDO�YLHZV�RI�WKH�IXWXUH�RI�0H[LFDQ�GHPRFUDF\��VHH�$O�3pUH]��¦)UHH
7UDGH�ZLWK�0H[LFR�DQG�8�6��1DWLRQDO�6HFXULW\�§�LQ�0H[LFR�)DFHV�WKH���VW�&HQWXU\�
'RQDOG�(��6FKXO]�DQG�(GZDUG�-��:LOOLDPV��HGV���:HVWSRUW��&7��*UHHQZRRG�3XEOLVKLQJ
*URXS��IRUWKFRPLQJ�������DQG�$GROIR�$JXLODU�=LQVHU��¦$XWKRULWDULDQLVP�DQG�1RUWK
$PHULFDQ�)UHH�7UDGH��7KH�'HEDWH�LQ�0H[LFR�§�LQ�7KH�3ROLWLFDO�(FRQRP\�RI�1RUWK
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$PHULFDQ�)UHH�7UDGH��5LFDUGR�*ULQVSXQ�DQG�0D[ZHOO�$��&DPHURQ��HGV��1HZ�<RUN��1<�
6W��0DUWLQ©V�3UHVV��������SS����������

���:D\QH�$��&RUQHOLXV��¦0H[LFR©V�'HOD\HG�'HPRFUDWL]DWLRQ�§�)RUHLJQ�3ROLF\�
1R������6XPPHU�������SS��������

���2QH�VKRXOG�TXDOLI\�WKLV�E\�QRWLQJ�WKDW�WKHVH�FDVHV�KDYH�QRW�EHHQ�UHVROYHG��DQG
PD\�QHYHU�EH¤DW�OHDVW�QRW�VDWLVIDFWRULO\��%XW�WKHUH�KDV�EHHQ�ZLGHVSUHDG�VSHFXODWLRQ�DV�WR
FDUWHO�LQYROYHPHQW�LQ�DOO�WKUHH���7KH�OLQN�LV�LQGLVSXWDEOH�LQ�WKH�3RVDGDV�FDVH��WKH�RQO\
TXHVWLRQ�LV�ZKHWKHU�WKH�DUFKELVKRS�ZDV�WKH�LQWHQGHG�WDUJHW�RU�PHUHO\�DQ�LQQRFHQW
E\VWDQGHU���,Q�DGGLWLRQ��WKHUH�KDV�EHHQ�VSHFXODWLRQ�DQG�RU�FKDUJHV�WKDW�35,�¦GLQRVDXUV§
KDYH�EHHQ�LQYROYHG�LQ�WKH�&RORVLR�DQG�5XL]�0DVVLHX�FDVHV��SHUKDSV�LQ�OHDJXH�ZLWK�WKH
QDUFRV��6HH�6FKXO]��0H[LFR�LQ�&ULVLV��DQG�6LOYDQD�3DWHUQRVWUR��¦0H[LFR�DV�D�1DUFR�
'HPRFUDF\�§�:RUOG�3ROLF\�-RXUQDO��9RO������1R�����6SULQJ�������SS��������

���+HUH��VHH�HVSHFLDOO\�'HQLVH�'UHVVHU��¦7UHDGLQJ�/LJKWO\�DQG�:LWKRXW�D�6WLFN�
,QWHUQDWLRQDO�$FWRUV�DQG�WKH�3URPRWLRQ�RI�'HPRFUDF\�LQ�0H[LFR�§�SDSHU�SUHVHQWHG�DW�WKH
��WK�,QWHUQDWLRQDO�&RQJUHVV�RI�WKH�/DWLQ�$PHULFDQ�6WXGLHV�$VVRFLDWLRQ��0DUFK�������
�����

���)RUHLJQ�%URDGFDVW�,QIRUPDWLRQ�6HUYLFH��)%,6���'DLO\�5HSRUW��/DWLQ�$PHULFD�
$XJXVW����������7KH�UHVXOWV�PD\�EH�VHHQ�LQ�WKH�0D\�JXEHUQDWRULDO�HOHFWLRQ�LQ�WKH
<XFDWiQ��ZKHUH�WKH�HQWUHQFKHG�35,�PDFKLQH�ZHQW�DERXW�LWV�EXVLQHVV�DV�XVXDO��EX\LQJ
YRWHV��FRHUFLQJ�YRWHUV��DQG�VR�RQ�

���+LV�DFFXVHU�ZDV�5XL]�0DVVLHX©V�EURWKHU��0DULR��ZKRVH�RZQ�FUHGLELOLW\�RQ�VXFK
PDWWHUV�OHDYHV�VRPHWKLQJ�WR�EH�GHVLUHG��0DULR�5XL]�ZDV�WKH�IRUPHU�GHSXW\�DWWRUQH\
JHQHUDO�ZKR�OHG�WKH�LQLWLDO�LQYHVWLJDWLRQ�RI�WKH��DVVDVVLQDWLRQ��,Q�0DUFK�������KH�ZDV
DUUHVWHG�DQG�FKDUJHG�ZLWK�KDYLQJ�IDOVLILHG�HYLGHQFH�WR�SURWHFW�6DOLQDV©�EURWKHU��ZKR�ZDV
VDLG�WR�KDYH�PDVWHUPLQGHG�WKH�NLOOLQJ��7KHUH�ZDV�HYLGHQFH�DOVR�WKDW�KH�KDG�UHFHLYHG
PLOOLRQV�RI�GROODUV�LQ�SD\RIIV��SUREDEO\�IURP�GUXJ�WUDIILFNHUV�

����)RU�WKH�UHFHQW�FDELQHW�FKDQJHV��VHH�7LP�*ROGHQ��¦0H[LFR�&KLHI�$JDLQ
6KXIIOHV�+LV�&DELQHW�§�7KH�1HZ�<RUN�7LPHV��-DQXDU\�����������DQG�¦([SHUW�3ROLWLFR
&DOOHG�WR�5HYLYH�0H[LFDQ�5HIRUPV�§�0LDPL�+HUDOG��-XQH�����������2Q�WKH�TXHVWLRQDEOH
TXDOLW\�RI�PDQ\�RI�=HGLOOR©V�DGYLVRUV��VHH�/XLV�-DYLHU�*DUULGR©V�FRPPHQWDU\�LQ�)%,6�
'DLO\�5HSRUW��/DWLQ�$PHULFD��-DQXDU\�����������SS��������

����6HH�6FKXO]��0H[LFR�LQ�&ULVLV��DQG�)%,6��'DLO\�5HSRUW��/DWLQ�$PHULFD��0D\
���������

����)RU�D�GHWDLOHG�DQDO\VLV�RI�ZKDW�ZHQW�ZURQJ��VHH�0RLVpV�1DtP��¦0H[LFR©V
/DUJHU�6WRU\�§�)RUHLJQ�3ROLF\��1R������6XPPHU�������SS����������
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����)RU�GHWDLOV��VHH�'RQDOG�(��6FKXO]�DQG�(GZDUG�-��:LOOLDPV��¦&ULVLV�RU
7UDQVIRUPDWLRQ"�7KH�6WUXJJOH�IRU�WKH�6RXO�RI�0H[LFR�§�LQ�6FKXO]�DQG�:LOOLDPV��HGV��
0H[LFR�)DFHV�WKH���VW�&HQWXU\��,QLWLDOO\��LW�ZDV�DVVXPHG�WKDW�WKH�FKLHI�FXOSULWV�ZHUH
IRUHLJQ��PDLQO\�8�6���LQYHVWRUV��$�UHFHQW�,QWHUQDWLRQDO�0RQHWDU\�)XQG�UHSRUW��KRZHYHU�
GLVSXWHV�WKLV��PDLQWDLQLQJ�WKDW�LW�ZDV�0H[LFDQ�LQYHVWRUV�ZKR�EHJDQ�WKH�UXQ�RQ�WKHLU�RZQ
FXUUHQF\��&OD\�&KDQGOHU��¦,0)�7LHV�3HVR�&ULVLV�WR�0H[LFDQ�,QYHVWRUV�§�7KH�:DVKLQJWRQ

3RVW��$XJXVW����������

����)%,6��'DLO\�5HSRUW��/DWLQ�$PHULFD��)HEUXDU\����������

����$V�RI�PLG�\HDU��0H[LFDQ�UHVHUYHV�VWRRG�DW�������ELOOLRQ��XS�IURP����ELOOLRQ�LQ
-DQXDU\��DQG�WKHUH�ZHUH�RQO\������ELOOLRQ�RI�WHVRERQRV�VWLOO�RXWVWDQGLQJ��0RUHRYHU��GLUHFW
IRUHLJQ�LQYHVWPHQW�ZDV�JURZLQJ��7KH�SHVR�KDG�VWDELOL]HG�DW���WR�����WR�WKH�GROODU�
LQIODWLRQ��WKRXJK�VWLOO�KLJK��ZDV�GHFOLQLQJ��DQG�WKH�VWRFN�PDUNHW�KDG�JDLQHG�PRUH�WKDQ�D
WKRXVDQG�SRLQWV�VLQFH�)HEUXDU\��$QWKRQ\�'H3DOPD��¦$IWHU�WKH�)DOO����)DFHV�RI�0H[LFR©V
(FRQRP\�§�7KH�1HZ�<RUN�7LPHV��-XO\�����������0DUWKD�0��+DPLOWRQ��¦,QYHVWRUV�/RRN
6RXWK�RI�%RUGHU�§�7KH�:DVKLQJWRQ�3RVW��-XO\���������

����)%,6��'DLO\�5HSRUW��/DWLQ�$PHULFD��-XQH����������

����,�DP�LQGHEWHG�WR�5RG�&DPS�IRU�LPSUHVVLQJ�WKLV�SRLQW�RQ�PH�

����'DYLG�(��6DQJHU��¦'R�)LFNOH�0DUNHWV�1RZ�0DNH�3ROLF\"§��7KH�1HZ�<RUN
7LPHV��0DUFK�����������'H3DOPD��¦$IWHU�WKH�)DOO�§�)%,6��'DLO\�5HSRUW��/DWLQ�$PHULFD�
-XQH����������

����2Q�-XO\�����WKH�8�6��+RXVH�RI�5HSUHVHQWDWLYHV�DSSURYHG�D�ELOO�WR�VWRS�WKH�XVH
RI�WKH�([FKDQJH�6WDELOL]DWLRQ�)XQG�WR�VXSSRUW�IRUHLJQ�FXUUHQFLHV��LQFOXGLQJ�WKH�SHVR��,W
UHPDLQV�WR�EH�VHHQ�ZKHWKHU�WKH�PHDVXUH�SDVVHV�LQ�WKH�6HQDWH��,I�LW�GRHV��3UHVLGHQW�&OLQWRQ
LV�H[SHFWHG�WR�YHWR�LW�

����6HH��HVSHFLDOO\��1DtP��¦0H[LFR©V�/DUJHU�6WRU\�§�SS����������

����$FFRUGLQJ�WR�)LQDQFH�0LQLVWHU�*XLOOHUPR�2UWL]��ZKR�KHOG�RXW�WKH�SRVVLELOLW\
WKDW�WKH�HFRQRP\�PLJKW�JURZ�E\���SHUFHQW�LQ�������)%,6��'DLO\�5HSRUW��/DWLQ�$PHULFD�
-XQH���������

����0RUH�UHFHQWO\��WKH�HFRQRPLF�FULVLV�KDV�WDNHQ�LWV�WROO�RQ�ELOOLRQDLUHV�DV�ZHOO�DV
RUGLQDU\�FLWL]HQV��7KHUH�DUH�QRZ�UHSRUWHG�WR�EH�RQO\����ELOOLRQDLUHV�LQ�0H[LFR��6HH
'H3DOPD��¦$IWHU�WKH�)DOO§��6DP�4XLQRQHV��¦%URNHQ�3URPLVHV��%URNHQ�'UHDPV�§�7KH�1HZ
<RUN�7LPHV��-DQXDU\�����������DQG�-RHO�0LOOPDQ��¦0H[LFR©V�%LOOLRQDLUH�%RRP�§�7KH
:DVKLQJWRQ�3RVW��1RYHPEHU����������
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����(MLGRV�DUH�JURXSV�RI����RU�PRUH�SHDVDQWV�ZKR�KDG�UHFHLYHG�DQG�ZRUNHG�ODQGV
UHGLVWULEXWHG�GXULQJ�WKH�DJUDULDQ�UHIRUP��8QWLO�������WKHLU�ULJKW�WR�VHOO��OHDVH�RU�UHQW�WKHVH
SURSHUWLHV�KDG�EHHQ�VHYHUHO\�UHVWULFWHG�

����'DYLG�%DUNLQ��¦7KH�6SHFWHU�RI�5XUDO�'HYHORSPHQW�§�1$&/$�5HSRUW�RQ�WKH
$PHULFDV��9RO������1R�����-XO\�$XJXVW�������S�����

����0XFK�RI�WKLV�ODQG�LV�ORFDWHG�LQ�DULG�DUHDV�DQG�LV�VXEMHFW�WR�HURVLRQ��3RWHQWLDO
EX\HUV�PD\�WKHUHIRUH�VK\�DZD\�IURP�WKHVH�SURSHUWLHV��)XUWKHUPRUH��PDQ\�ILUPV�PD\
SUHIHU�WR�OHDVH�HMLGR�ODQGV�UDWKHU�WKDQ�SXUFKDVH�WKHP�RXWULJKW��%RXQGDULHV��PRUHRYHU��KDYH
EHHQ�OHJDOO\�GHPDUFDWHG�LQ�RQO\�D�PLQRULW\�RI�FDVHV��DQG�WKH�JRYHUQPHQW�PDFKLQHU\�WKDW
DGMXGLFDWHV�VXFK�LVVXHV�JULQGV�H[FHHGLQJO\�VORZ��)LQDOO\��PDQ\�HMLGDWDULRV�GR�QRW�ZDQW�WR
VHOO�WKHLU�ODQGV�RU�PRYH��,Q�UHFHQW�\HDUV��PDQ\�SHDVDQWV�KDYH�GLYHUVLILHG�WKHLU�ODERU�VR
WKH\�DUH�QR�ORQJHU�WRWDOO\�GHSHQGHQW�RQ�IDUPLQJ�IRU�D�OLYLQJ��7KRVH�ZKR�FDQ�VXUYLYH�LQ
WKLV�PDQQHU�PD\�FKRRVH�WR�VWD\��6HH�:D\QH�$��&RUQHOLXV��¦7KH�3ROLWLFV�DQG�(FRQRPLFV
RI�5HIRUPLQJ�WKH�(MLGR�6HFWRU�LQ�0H[LFR��$Q�2YHUYLHZ�DQG�5HVHDUFK�$JHQGD�§�/$6$
)RUXP��9RO������1R�����)DOO�������S����

����0LFKDHO�(��&RQUR\�DQG�$P\�.��*ODVPHLHU��¦8QSUHFHGHQWHG�'LVSDULWLHV�
8QSDUDOOHOHG�$GMXVWPHQW�1HHGV��:LQQHUV�DQG�/RVHUV�RQ�WKH�1$)7$�¨)DVW�7UDFN©�§
-RXUQDO�RI�,QWHUDPHULFDQ�6WXGLHV�DQG�:RUOG�$IIDLUV��9RO������1R�����:LQWHU�����������
S�����

����3KLOLS�/��0DUWLQ��7UDGH�DQG�0LJUDWLRQ��1$)7$�DQG�$JULFXOWXUH��:DVKLQJWRQ�
'&��,QVWLWXWH�IRU�,QWHUQDWLRQDO�(FRQRPLFV��������SS������

����7KH�&OLQWRQ�DGPLQLVWUDWLRQ�KDV�UDLVHG�WKH�VSHFWHU�RI�VRPH�KDOI�D�PLOOLRQ�PRUH
LOOHJDO�DOLHQV�DQQXDOO\�SRXULQJ�DFURVV�WKH�ERUGHU��0RVW�LPPLJUDWLRQ�H[SHUWV��KRZHYHU�
EHOLHYH�WKDW�WKH�QXPEHUV�ZLOO�EH�OHVV��)XUWKHUPRUH��PRVW�LOOHJDOV�UHWXUQ�WR�0H[LFR�DIWHU�D
VKRUW�VWD\�LQ�WKH�8QLWHG�6WDWHV��3HUKDSV�DV�IHZ�DV��������D�\HDU�PLJKW�DFWXDOO\�EHFRPH
VHWWOHUV��6HH�5REHUWR�6XUR��¦(VWLPDWHV�RI�0LJUDWLRQ�IURP�3HVR�&ULVLV�$UH�2YHUVWDWHG�§
7KH�:DVKLQJWRQ�3RVW��-DQXDU\����������

����6HH��HVSHFLDOO\��6WHSKHQ�-��:DJHU��¦7KH�0H[LFDQ�0LOLWDU\�$SSURDFKHV�WKH
��VW�&HQWXU\��&RSLQJ�ZLWK�D�1HZ�:RUOG�2UGHU�§�LQ�6FKXO]�DQG�:LOOLDPV��HGV���0H[LFR

)DFHV�WKH���VW�&HQWXU\��DQG�0yQLFD�6HUUDQR��¦7KH�$UPHG�%UDQFK��RI�WKH�6WDWH��&LYLO�
0LOLWDU\�5HODWLRQV�LQ�0H[LFR�§�-RXUQDO�RI�/DWLQ�$PHULFDQ�6WXGLHV��9RO������3DUW����0D\
������SS����������

����7R�GDWH��WKH�35,�KDV�ORVW�WKUHH�RXW�RI�WKH�IRXU�JXEHUQDWRULDO�HOHFWLRQV�WKDW�KDYH
EHHQ�KHOG��,Q�-DOLVFR��*XDQDMXDWR��DQG�%DMD�&DOLIRUQLD��LW�ZDV�VZDPSHG�E\�WKH�3$1��,Q
WKH�<XFDWiQ��LW�ZRQ�D�FORVH�YLFWRU\��EXW�WKH�RSSRVLWLRQ�LV�SURWHVWLQJ�WKH�UHVXOWV�
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����&DQDGLDQ�6HFXULW\�,QWHOOLJHQFH�6HUYLFH��&6,6���¦0H[LFR��3URJQRVLV�IRU
6WDELOLW\�§�1R������'HFHPEHU�������S����

����,ELG�

����/LVD�%XUJHVV��¦%UDFLQJ�IRU�DQ�([RGXV�§�-RXUQDO�RI�&RPPHUFH��$SULO���������
6�&��*Z\QQH��¦7KH�8QZHOFRPH�0DW�§�7LPH��1RYHPEHU����������

����7KH�UDWLRQDOH�IRU�QRW�ZDUQLQJ�8�6��LQYHVWRUV�ZDV�WKDW�GRLQJ�VR�PLJKW�VWDUW�D
SDQLF��ZKLFK�ZDV�WKH�ODVW�WKLQJ�ZH�ZDQWHG�WR�GR��%H\RQG�SULYDWHO\�ZDUQLQJ�WKH�0H[LFDQV�
LW�ZDV�DUJXHG��WKHUH�ZDVQ©W�PXFK�WKDW�ZH�FRXOG�GR��0H[LFR��DIWHU�DOO��LV�D�VRYHUHLJQ
FRXQWU\�DQG�PDNHV�LWV�RZQ�SROLFLHV�

����-DQH�%XVVH\��¦)RU�0H[LFR©V�1HZ�3UHVLGHQW����:HHNV�RI�%XPEOLQJ�§�0LDPL

+HUDOG��-DQXDU\����������

����6HH��H�J���$QWKRQ\�'H3DOPD��¦:LWK�3HVR�)UHHG��0H[LFDQ�&XUUHQF\�'URSV
����0RUH�§�7KH�1HZ�<RUN�7LPHV��'HFHPEHU�����������DQG�'DYLG�(��6DQJHU�ZLWK
$QWKRQ\�'H3DOPD��¦2Q�%RWK�6LGHV�RI�WKH�%RUGHU��3HVR�,OOV�:HUH�/RQJ�,JQRUHG�§�,ELG��
-DQXDU\����������

����4XRWHG�LQ�7RG�5REEHUVRQ��¦0H[LFDQV�:DU\�RI�%DLORXW©V�)DOORXW�§�7KH
:DVKLQJWRQ�3RVW��)HEUXDU\���������

����+HUH�VHH�HVSHFLDOO\�3pUH]��¦)UHH�7UDGH�ZLWK�0H[LFR�DQG�8�6��1DWLRQDO
6HFXULW\�§

����2EYLRXVO\��WKLV�LV�QRW�MXVW�D�¦0H[LFDQ§�SUREOHP��7KH�0H[LFDQ�FRPSRQHQW�LV
EXW�RQH��DGPLWWHGO\�ODUJH��SDUW�RI�D�PDVVLYH�LPPLJUDWLRQ�LVVXH�WKDW�WKH�8QLWHG�6WDWHV�KDV
QRW�\HW�FRPH�WR�WHUPV�ZLWK��)RU�D�GHWDLOHG�WUHDWPHQW�RI�WKHVH�DQG�UHODWHG�PDWWHUV��VHH
'DQLHO�-DPHV��,OOHJDO�,PPLJUDWLRQ¤$Q�8QIROGLQJ�&ULVLV��/DQKDP��0'��8QLYHUVLW\�RI
3UHVV�RI�$PHULFD�������

����6HH��H�J���3DWHUQRVWUR��¦0H[LFR�DV�D�1DUFR�'HPRFUDF\�§�$OVR��3LHUUH�7KRPDV
DQG�'DQLHO�:LOOLDPV��¦0H[LFR©V�6SUHDGLQJ�'UXJ�6WDLQ�§�7KH�:DVKLQJWRQ�3RVW��0DUFK����
������'RXJODV�)DUDK��¦'UXJ�/RUGV©�,QIOXHQFH�3HUYDGLQJ�0H[LFR�§�,ELG���$SULO���������
7LP�*ROGHQ��¦7RQV�RI�&RFDLQH�5HDFKLQJ�0H[LFR�LQ�2OG�-HWV�§�7KH�1HZ�<RUN�7LPHV�
-DQXDU\�����������DQG�*ROGHQ��¦$�&RFDLQH�7UDLO�LQ�0H[LFR�3RLQWV�WR�2IILFLDO
&RUUXSWLRQ�§�,ELG���$SULO����������

����7KHUH�LV�D�KLVWRU\�RI�WKLV��DV�WKRVH�ZKR�DUH�IDPLOLDU�ZLWK�3DQFKR�9LOOD©V�FURVV�
ERUGHU�UDLGV�ZLOO�UHFDOO�
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����2Q�8�6��VHFXULW\�LQWHUHVWV��VHH�HVSHFLDOO\�6HUJLR�$JXD\R�4XH]DGD��¦7KH�8VHV�
0LVXVHV��DQG�&KDOOHQJHV�RI�0H[LFDQ�1DWLRQDO�6HFXULW\������������§�LQ��0H[LFR��,Q

6HDUFK�RI�6HFXULW\��%UXFH�0LFKDHO�%DJOH\�DQG�6HUJLR�$JXD\R�4XH]DGD��HGV���1HZ
%UXQVZLFN��1-��7UDQVDFWLRQ�3XEOLVKHUV��������SS���������

����,�GR�QRW�VXJJHVW�WKDW�WKHVH�SROLFLHV�DORQH�SURGXFHG�WKH�=DSDWLVWD�XSULVLQJ�
&OHDUO\��WKHUH�ZHUH�PDQ\�IDFWRUV�LQYROYHG��)RU�D�PRUH�WKRURXJK�GLVFXVVLRQ��LQFOXGLQJ
SROLF\�UHFRPPHQGDWLRQV��VHH�6WHSKHQ�-��:DJHU�DQG�'RQDOG�(��6FKXO]��¦7KH�$ZDNHQLQJ�
7KH�=DSDWLVWD�5HYROW�DQG�,WV�,PSOLFDWLRQV�IRU�&LYLO�0LOLWDU\�5HODWLRQV�DQG�WKH�)XWXUH�RI
0H[LFR�§�-RXUQDO�RI�,QWHUDPHULFDQ�6WXGLHV�DQG�:RUOG�$IIDLUV��9RO������1R�����6SULQJ
������SS��������6HH�DOVR�5RJHU�%XUEDFK�DQG�3HWHU�5RVVHW��&KLDSDV�DQG�WKH�&ULVLV�RI
0H[LFDQ�$JULFXOWXUH��3ROLF\�%ULHI�1R�����2DNODQG��&$��)RRG�)LUVW�,QVWLWXWH�IRU�)RRG�DQG
'HYHORSPHQW�3ROLF\��'HFHPEHU�������DQG�1HLO�+DUYH\��¦5HEHOOLRQ�LQ�&KLDSDV��5XUDO
5HIRUPV��&DPSHVLQR�5DGLFDOLVP��DQG�WKH�/LPLWV�WR�6DOLQLVPR�§�7UDQVIRUPDWLRQ�RI�5XUDO
0H[LFR��1R�����6DQ�'LHJR��&$��(MLGR�5HIRUP�5HVHDUFK�3URMHFW��&HQWHU�IRU�8�6��0H[LFDQ
6WXGLHV��8QLYHUVLW\�RI�&DOLIRUQLD�DW�6DQ�'LHJR��������SS�������

����6HH��HVSHFLDOO\��3DXO�.UXJPDQ��¦'XWFK�7XOLSV�DQG�(PHUJLQJ�0DUNHWV�§
)RUHLJQ�$IIDLUV��9RO������1R�����-XO\�$XJXVW�������SS��������

����*HRUJH�&ROOLHU�ZLWK�(OL]DEHWK�/RZHU\�4XDUDWLHOOR��%DVWD��/DQG�DQG�WKH
=DSDWLVWD�5HEHOOLRQ�LQ�&KLDSDV��2DNODQG��&$��)RRG�)LUVW�,QVWLWXWH�IRU�)RRG�DQG
'HYHORSPHQW�3ROLF\��������SS����������

����6HH��H�J���'DYLG�%DUNLQ��'LVWRUWHG�'HYHORSPHQW��0H[LFR�LQ�WKH�:RUOG

(FRQRP\��%RXOGHU��&2��:HVWYLHZ�3UHVV��������SS��������DQG����������DOVR��-RKDWKDQ
)R[©V�H[FHOOHQW�VWXG\�RI�WKH�VKRUW�OLYHG�6LVWHPD�$OLPHQWDULR�0H[LFDQR�DQG�WKH�OHVVRQV
WKDW�FDQ�EH�OHDUQHG�IURP�LW��7KH�3ROLWLFV�RI�)RRG�LQ�0H[LFR��6WDWH�3RZHU�DQG�6RFLDO

0RELOL]DWLRQ��,WKDFD��1<��&RUQHOO�8QLYHUVLW\�3UHVV��������SDUWLFXODUO\�&KDSWHU���

����(YHQ�EHIRUH�1$)7$��0H[LFR�ZDV�LPSRUWLQJ�EHWZHHQ�D�ILIWK�DQG�D�WKLUG�RI�WKH
VWDSOH�IRRGV�QHHGHG�IRU�GRPHVWLF�FRQVXPSWLRQ��LQFOXGLQJ�DERXW����SHUFHQW�RI�LWV�SULPDU\
VWDSOH�IRRG��FRUQ��%XUEDFK�DQG�5RVVHW��&KLDSDV��SS����������

����,Q�WKH�ZRUGV�RI�$JUDULDQ�5HIRUP�6HFUHWDU\�$UWXUR�:DUPDQ��LQ�)%,6��'DLO\
5HSRUW��/DWLQ�$PHULFD��-XO\���������

����&ROOLHU��%DVWD���SS����������

����)RU�D�GHWDLOHG�DQDO\VLV�RI�WKH�DJUDULDQ�SUREOHP��DORQJ�ZLWK�VSHFLILF�SROLF\
UHFRPPHQGDWLRQV��VHH�%LOOLH�5��'H:DOW�DQG�0DUWKD�1��5HHV��ZLWK�WKH�DVVLVWDQFH�RI
$UWKXU�'��0XUSK\��¦7KH�(QG�RI�$JUDULDQ�5HIRUP�LQ�0H[LFR��3DVW�/HVVRQV��)XWXUH
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3URVSHFWV�§�7UDQVIRUPDWLRQ�RI�5XUDO�0H[LFR��1R�����6DQ�'LHJR��&$��(MLGR�5HIRUP
5HVHDUFK�3URMHFW��&HQWHU�IRU�8�6��0H[LFDQ�6WXGLHV��8QLYHUVLW\�RI�&DOLIRUQLD�DW�6DQ
'LHJR�������

����1DtP��¦0H[LFR©V�/DUJHU�6WRU\�§�S������

����'H3DOPD��¦$IWHU�WKH�)DOO§��7RG�5REEHUVRQ��¦0H[LFR�)DXOWHG�RQ�)LQDQFLDO
'DWD�§�7KH�:DVKLQJWRQ�3RVW���$XJXVW����������

����&RUQHOLXV��¦0H[LFR©V�'HOD\HG�'HPRFUDWL]DWLRQ�§�S�����

����.DWKHULQH�(OOLVRQ��¦0H[LFDQ�3ROLFH�2IWHQ�RQ�:URQJ�6LGH�RI�/DZ�§�0LDPL

+HUDOG��$SULO���������

����6R�VKDN\�ZDV�WKH�0H[LFDQ�JRYHUQPHQW©V�FDVH�LQ�LWV�UHFHQW�HIIRUW�WR�H[WUDGLWH
0DULR�5XL]�0DVVLHX�WKDW�D�8�6��MXGJH�GHQLHG�LWV�UHTXHVW��&OLIIRUG�/HY\��¦8�6��-XGJH
'HQLHV�([WUDGLWLRQ�RI�D�7RS�0H[LFDQ�2IILFLDO�§�7KH�1HZ�<RUN�7LPHV��-XQH�����������2Q
WKH�UHFRUG�RI�3DEOR�&KDSD��VHH�-RKQ�:RPDFN��-U���¦7KH�6WUDQJH�&DVH�RI�3DEOR�&KDSD�§
1HZ�<RUN�5HYLHZ�RI�%RRNV��9RO������1R������-XO\�����������S�����

����6HH�3K\VLFLDQV�IRU�+XPDQ�5LJKWV�DQG�+XPDQ�5LJKWV�:DWFK�$PHULFDV�
0(;,&2��:DLWLQJ�IRU�-XVWLFH�LQ�&KLDSDV��%RVWRQ��0$��3K\VLFLDQV�IRU�+XPDQ�5LJKWV�
'HFHPEHU������

����7RG�5REEHUVRQ��¦���0H[LFDQ�3ROLFHPHQ�$UUHVWHG�LQ�6KRRWLQJ�'HDWKV�RI���
*XHUUHUR�3HDVDQWV�§�7KH�:DVKLQJWRQ�3RVW��-XO\���������

����6HH�'RQDOG�(��6FKXO]��¦7HQ�7KHRULHV�LQ�6HDUFK�RI�&HQWUDO�$PHULFDQ�5HDOLW\�§
LQ�5HYROXWLRQ�DQG�&RXQWHUUHYROXWLRQ�LQ�&HQWUDO�$PHULFD�DQG�WKH�&DULEEHDQ��'RQDOG�(�
6FKXO]�DQG�'RXJODV�+��*UDKDP��HGV���%RXOGHU��&2��:HVWYLHZ�3UHVV��������SS��������

����,Q�ODUJH�SDUW��WKLV�KDV�EHHQ�DQ�XQLQWHQGHG�FRQVHTXHQFH�RI�8�6��SROLFLHV��)LUVW�
WKH�HIIHFWLYHQHVV�RI�WKH�%XVK�DGPLQLVWUDWLRQ©V�FRXQWHUGUXJ�RSHUDWLRQV�LQ�WKH�&DULEEHDQ
IRUFHG�WKH�WUDIILFNHUV�WR�PRYH�WKHLU�VXSSO\�URXWHV�ZHVWZDUG��WKURXJK�0H[LFR��6HFRQG�
1$)7$��E\�JUHDWO\�H[SDQGLQJ�FURVV�ERUGHU�FRPPHUFH��LQFUHDVHG�WKH�SUREOHPV�RI
GHWHFWLRQ�DQG�LQWHUGLFWLRQ�DQG�KHQFH�HQFRXUDJHG�WKH�FDUWHOV�WR�VWHS�XS�WKH�IORZ��7KLUG��WKH
UHFHQW�VKLIW�DZD\�IURP�LQWHUQDWLRQDO�HQIRUFHPHQW�SURJUDPV�ZHUH�XQGRXEWHGO\�YLHZHG�E\
VRPH�/DWLQ�$PHULFDQ�OHDGHUV��DV�ZHOO�DV�E\�WKH�WUDIILFNHUV�WKHPVHOYHV��DV�HYLGHQFH�WKDW
WKH�8QLWHG�6WDWHV�ZDV�QR�ORQJHU�FRPPLWWHG�WR�FRXQWHUQDUFRWLFV��6XFK�D�SHUFHSWLRQ�FRXOG
RQO\�HQFRXUDJH�WKH�FDUWHOV��ZKLOH�HOLPLQDWLQJ�PXFK�RI�WKH�LQFHQWLYH�IRU�/DWLQ�$PHULFDQ
SROLWLFDO�OHDGHUV�WR�FRRSHUDWH�LQ�WKHVH�PDWWHUV�

����3DWHUQRVWUR��¦0H[LFR�DV�D�1DUFR�GHPRFUDF\§��5��-HIIUH\�6PLWK��¦8�6��'HIHQVH
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LQ�'UXJ�:DU�,VQ©W�:RUNLQJ�§�7KH�:DVKLQJWRQ�3RVW��-XO\����������

����7LP�*ROGHQ��¦0H[LFR�3ODQV�%LJJHU�5ROH�IRU�0LOLWDU\�$JDLQVW�'UXJV�§�7KH
1HZ�<RUN�7LPHV��0D\����������

����,ELG�

����6HH�-DPHV��,OOHJDO�,PPLJUDWLRQ��SS�������������������DQG�����

����7LP�*ROGHQ��¦0H[LFR�6DLG�WR�3URPLVH�6RPH�6WHSV�LQ�([FKDQJH�IRU�8�6�
/RDQV�§�7KH�1HZ�<RUN�7LPHV��)HEUXDU\�����������7RP�.HQZRUWK\��¦&OLQWRQ�WR�3UHVV
2XVWHU�RI�,OOHJDO�,PPLJUDQWV�&KDUJHG�ZLWK�&ULPHV�§�7KH�:DVKLQJWRQ�3RVW��0D\���������

����6HH��H�J���-DPHV��,OOHJDO�,PPLJUDWLRQ���SS����������

����6HH�+XPDQ�5LJKWV�:DWFK�$PHULFDV��&URVVLQJ�WKH�/LQH��+XPDQ�5LJKWV�$EXVHV
$ORQJ�WKH�8�6��%RUGHU�ZLWK�0H[LFR�3HUVLVW�$PLG�&OLPDWH�RI�,PSXQLW\��1HZ�<RUN��+XPDQ
5LJKWV�:DWFK��$SULO������

����%XUJHVV��¦%UDFLQJ�IRU�DQ�([RGXV§��7LP�*ROGHQ��¦$W�%RUGHU��0H[LFDQ
0LJUDQWV�:DLW�DQG�:RUU\�§�7KH�1HZ�<RUN�7LPHV��$SULO����������

����7RG�5REEHUVRQ��¦0H[LFR�LQ�0LG�&ULVLV�§�7KH�:DVKLQJWRQ�3RVW��0D\����
������DQG�5REEHUVRQ��¦0H[LFDQV�6D\�&OHDQXS�RI�%RUGHU�,PSHULOHG�§�,ELG���0D\����������
,W�VKRXOG�EH�SRLQWHG�RXW�WKDW�HQYLURQPHQWDO�LVVXHV�DOVR�KDYH�QDWLRQDO�VHFXULW\
LPSOLFDWLRQV��6HH��H�J���'LDQD�0��/LYHUPDQ��¦(QYLURQPHQW�DQG�6HFXULW\�LQ�0H[LFR§�DQG
5LFKDUG�$��1XFFLR�DQG�$QJHOLQD�0��2UQHODV��ZLWK�,YiQ�5HVWUHSR��¦0H[LFR©V
(QYLURQPHQW��6HFXULQJ�WKH�)XWXUH�§�LQ�%DJOH\�DQG�$JXD\R�4XH]DGD��HGV���0H[LFR��,Q

6HDUFK�RI�6HFXULW\��SS����������

����%XUJHVV��¦%UDFLQJ�IRU�DQ�([RGXV�§

����,ELG�

����0LNH�']LHG]LF��¦1$)7$�DQG�1RUWK�$PHULFDQ�6HFXULW\�§�6WUDWHJLF�)RUXP�
,QVWLWXWH�IRU�1DWLRQDO�6HFXULW\�6WXGLHV��1R������-DQXDU\�������S����

����6HH��H�J���7LP�*ROGHQ��¦7R�+HOS�.HHS�0H[LFR�6WDEOH��8�6��6RIW�3HGDOHG�'UXJ
:DU�§�7KH�1HZ�<RUN�7LPHV��-XO\����������
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