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7KH� %UHWWRQ� :RRGV� ,QVWLWXWLRQV� ZHUH� HVWDEOLVKHG� MXVW� RYHU� ILIW\� \HDUV� DJR�� DW� WKH

FRQFOXVLRQ� RI�:RUOG�:DU� ,,� DQG� LQ� WKH� DIWHUPDWK� RI� WKH� JUHDW� GHSUHVVLRQ�� WR� DLG� LQ� WKH

UHFRQVWUXFWLRQ�RI�(XURSH�DQG�WR�PDNH�LW�OHVV�OLNHO\�WKDW�DQRWKHU�JOREDO�FDODPLW\�VXFK�DV�WKH

JUHDW�GHSUHVVLRQ�ZRXOG�RFFXU�DJDLQ��$V�DQ�DIWHUWKRXJKW��WKH�:RUOG�%DQN�ZDV�DOVR�FKDUJHG

ZLWK�SURPRWLQJ�WKH�GHYHORSPHQW�RI�WKH�WKLUG�ZRUOG�FRXQWULHV��PRVW�RI�ZKLFK�DW� WKDW� WLPH

UHPDLQHG�XQGHU�WKH�\RNH�RI�FRORQLDOLVP�

0XFK�KDV�KDSSHQHG�LQ�WKH�ZRUOG�VLQFH�WKHQ��7KH�FROG�ZDU�FDPH�DQG�ZHQW��&RORQLDOLVP�KDV

HQGHG��EXW�WKH�HQG�RI�FRORQLDOLVP�KDV�IDLOHG�WR�EULQJ�ZLWK�LW�SURVSHULW\�WR�WKH�H[�FRORQLHV�DV

PDQ\�KDG�KRSHG��7KH�GHSHQGHQFH�RI�VR�PDQ\�FRXQWULHV�RQ�DVVLVWDQFH�IURP�DEURDG²DQG

WKH�GHSHQGHQFH�RI�FRXQWULHV�WKDW�KDYH�JHQHUDOO\�EHHQ�GRLQJ�ZHOO�RQ�H[WHUQDO�DVVLVWDQFH�LQ

WLPHV� RI� FULVLV²KDYH� EURXJKW�ZRUULHV� RI� D� QHZ� IRUP� RI� HFRQRPLF� FRORQLDOLVP�� 7KRXJK

GLIIHUHQW� IURP�QLQHWHHQWK� FHQWXU\� FRORQLDOLVP�� WKH�QHZ� HFRQRPLF� FRORQLDOLVP� LV� SHUKDSV

HTXDOO\�LQVLGLRXV��WKH�QDVFHQW�GHPRFUDFLHV�KDYH�HFRQRPLF�SROLFLHV�GLFWDWHG�WR�WKHP�E\�WKH
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LQWHUQDWLRQDO�RUJDQL]DWLRQV��ZKRVH�SROLFLHV�LQ�WXUQ�DUH�ODUJHO\�GULYHQ�E\�WKH�*����DQG�VRPH

ZRXOG�VD\�E\�ILQDQFLDO�LQWHUHVWV�LQ�WKH�
*��
��

7KH�JOREDO�HFRQRP\�KDV�FKDQJHG�GUDPDWLFDOO\�DV�ZHOO��7UDGH�KDV�LQFUHDVHG�HQRUPRXVO\�DV

WUDQVSRUWDWLRQ�DQG�FRPPXQLFDWLRQV�FRVWV�KDYH�GHFUHDVHG��0XOWLQDWLRQDO� ILUPV�KDYH� WDNHQ

RQ�DQ�LQFUHDVLQJO\�ODUJH�UROH��ERWK�LQ�GLVVHPLQDWLQJ�WHFKQRORJ\��FUHDWLQJ�D�JOREDO�PDUNHW

SODFH��DQG�PRYLQJ�FDSLWDO���2QH�RI�WKH�SULPDU\�UDWLRQDOHV�IRU�WKH�:RUOG�%DQN�ZDV�WR�GLUHFW

DQ� RIILFLDO� IORZ� RI� FDSLWDO� WR� OHVV� GHYHORSHG� FRXQWULHV�� EXW� LQ� WKH� HDUO\� QLQHWLHV�� SULYDWH

IORZV� LQFUHDVHG� HQRUPRXVO\²VL[� IROG� EHWZHHQ� ����� DQG� ������ 7KRXJK� WKH� JOREDO

ILQDQFLDO� FULVLV� GHPRQVWUDWHG� WKDW� SULYDWH� IORZV� ZHUH� KLJKO\� XQVWDEOH�� WKHLU� VKHHU

PDJQLWXGH�FDPH�WR�GZDUI�RIILFLDO�DLG�IORZV�� ,Q�VRPH�FLUFOHV��TXHVWLRQV�ZHUH�UDLVHG�DERXW

ZKHWKHU�WKH�:RUOG�%DQN�ZDV�UHDOO\�QHHGHG��%XW�D�FORVHU�ORRN�DW�ZKHUH�WKH�PRQH\�ZHQW²

GLVSURSRUWLRQDWHO\�JRLQJ�WR�UHODWLYHO\�IHZ�FRXQWULHV��DOPRVW�QRQH�RI�LW�WR�$IULFD��DQG�OLWWOH

RI�LW�JRLQJ�WR�VXFK�YLWDO�VHFWRUV�DV�HGXFDWLRQ�DQG�KHDOWK²VXJJHVWHG�WR�PRVW�REVHUYHUV�WKDW

WKHUH�ZDV�VWLOO�D�QHHG�IRU�WKH�:RUOG�%DQN��,W�GLG�EHFRPH�FOHDU�WKDW�:RUOG�%DQN�DLG�KDG�WR

EH� PRUH� WDUJHWHG�� IRFXVLQJ� RQ� DUHDV� ZKHUH� WKH� SULYDWH� VHFWRU� ZDV� OHVV� OLNHO\� WR� JR�

,QFUHDVLQJ�DWWHQWLRQ�DOVR�IRFXVHG�RQ�WKH�UROH�RI�WKH�:RUOG�%DQN�LQ�H[SDQGLQJ�NQRZOHGJH�

IDFLOLWDWLQJ� WKH� IORZ�RI�NQRZOHGJH�DQG�KHOSLQJ� FRXQWULHV� WR�GHVLJQ�D�SROLF\�HQYLURQPHQW

WKDW�ZRXOG�DWWUDFW�FDSLWDO�ZDV�UHFRJQL]HG�WR�EH�HYHU\�ELW�DV�LPSRUWDQW�DV��DQG�DQ�LPSRUWDQW

FRPSOHPHQW�WR��WKH�SURYLVLRQ�RI�FDSLWDO�

%DFN� LQ������� WKH� IL[HG� H[FKDQJH� UDWH� V\VWHP�KDG� EHHQ� DEDQGRQHG�� UDLVLQJ� TXHVWLRQV� DW

WKDW�WLPH�DERXW�WKH�UROH�RI�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��%XW� WKH�DEDQGRQPHQW�RI� WKH

IL[HG�H[FKDQJH�UDWH�V\VWHP�GLG�QRW�PDUN�DQ�HQG�WR�FULVHV��UDWKHU��WKH\�VHHPHG�WR�EHFRPH
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ERWK�PRUH�IUHTXHQW�DQG�RI�JUHDWHU�GHSWK��6RPH�DUJXHG�WKDW�WKHUH�ZDV�DQ�HYHQ�JUHDWHU�UROH

IRU�WKH�,0)�LQ�WKLV�LQFUHDVLQJO\�XQVWDEOH�JOREDO�HQYLURQPHQW�

$W�WKH�VDPH�WLPH�WKDW�WKH�ZRUOG�ZDV�FKDQJLQJ�LQ�VR�PDQ\�ZD\V��RXU�XQGHUVWDQGLQJ�RI�WKH

ZRUOG�ZDV�DOVR�FKDQJLQJ��:KHQ�WKH�%UHWWRQ�:RRGV�LQVWLWXWLRQV�ZHUH�IRXQGHG��WKHUH�ZDV�D

OHVV� ZHOO� GHYHORSHG� WKHRU\� RI� FROOHFWLYH� DFWLRQ� WKDW� RXWOLQHG� WKH� FLUFXPVWDQFHV� XQGHU

ZKLFK�SXEOLF��DV�RSSRVHG�WR�SULYDWH��DFWLRQ�ZDV�GHVLUDEOH��7KHUH�ZDV��LQ�SDUWLFXODU��D�OHVV

ZHOO� GHYHORSHG� WKHRU\� RI�PDUNHW� IDLOXUH�� RI� WKH� FLUFXPVWDQFHV� XQGHU� ZKLFK�PDUNHWV� E\

WKHPVHOYHV�GLG�QRW�\LHOG�HIILFLHQW��RU�RWKHUZLVH�GHVLUDEOH��RXWFRPHV��)RU�.H\QHV�DQG�WKH

RWKHU�IRXQGHUV�RI�WKH�%UHWWRQ�:RRGV�LQVWLWXWLRQV��WKH�JUHDW�GHSUHVVLRQ�ZDV�HYLGHQFH�LWVHOI

WKDW� PDUNHWV� VRPHWLPHV� GLG� QRW� ZRUN� ZHOO�� DQG� WKDW� WKHUH� ZDV� D� UROH� IRU� JRYHUQPHQW

LQWHUYHQWLRQ�
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7RGD\��ZH�KDYH�D�ZHOO�GHYHORSHG�WKHRU\�RI�PDUNHW�IDLOXUH��0DUNHW�IDLOXUH�PD\�RFFXU�ZKHQ

DQ\� RI� WKH� IROORZLQJ� LV� SUHVHQW��SXEOLF� JRRGV�� LWHPV� WKDW� DUH� GLIILFXOW� WR� H[FOXGH� SHRSOH

IURP�HQMR\LQJ�DQG�ZKRVH�FRVW�WR�DQ�DGGLWLRQDO�LQGLYLGXDO�HQMR\LQJ�LW�LV�]HUR��RU�YHU\�ORZ

�VXFK�DV�D�SXEOLF�SDUN�RU�WKH�DLU�ZH�EUHDWKH���H[WHUQDOLWLHV��VLWXDWLRQV�LQ�ZKLFK�WKH�DFWLRQ�RI

DQ� LQGLYLGXDO� KDV� UHSHUFXVVLRQV� RQ� RWKHUV� IRU� ZKLFK� WKH� LQGLYLGXDO� QHLWKHU� SD\V� QRU� LV

FRPSHQVDWHG�� LQFRPSOHWH� PDUNHWV�� VLWXDWLRQV� LQ� ZKLFK� FHUWDLQ� PDUNHWV� DUH� DEVHQW�

HVSHFLDOO\� ULVN�PDUNHWV�DQG�PDUNHWV� IRU� LQWHUWHPSRUDO� WUDGHV��DQG� LPSHUIHFW�PDUNHWV�� DQG

HVSHFLDOO\�PDUNHWV�ZLWK� LPSHUIHFW� FRPSHWLWLRQ�� 3HUIHFW� FRPSHWLWLRQ� LV� QHFHVVDU\� �WKRXJK

QRW�VXIILFLHQW��WR�DFKLHYH�HFRQRPLF�HIILFLHQF\��<HW�WKHUH�DUH�D�YDULHW\�RI�FLUFXPVWDQFHV�LQ
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ZKLFK� ILUPV� DWWHPSW� WR�PRQRSROL]H�PDUNHWV� RU� RWKHUZLVH� UHVWUDLQ� WUDGH�� 7KH� WKHRU\� WKDW

VKRZV� IUHH�PDUNHWV� OHDGLQJ� WR� HIILFLHQF\� DOVR� DVVXPHV� WKDW� LQIRUPDWLRQ� DQG� NQRZOHGJH

�H�J��DERXW�SURGXFWLRQ�SURFHVVHV��LV�IL[HG��\HW�WRGD\��WKH�SURGXFWLRQ�DQG�GLVVHPLQDWLRQ�RI

LQIRUPDWLRQ� DQG� NQRZOHGJH� LV� D� FHQWUDO� HFRQRPLF� DFWLYLW\�� ,Q� JHQHUDO�� ZKHQHYHU

LQIRUPDWLRQ�LV�LPSHUIHFW��RU�PDUNHWV�LQFRPSOHWH��WKH�HFRQRP\�LV�QRW�3DUHWR�HIILFLHQW�

3HUKDSV� WKH�PRVW� LPSRUWDQW�PDUNHW� IDLOXUH� LV� WKDW� RFFDVLRQDOO\� WKH� HFRQRP\� IDLOV� WR� XVH

UHVRXUFHV� IXOO\²DQG� HVSHFLDOO\� ODERXU�� :KHWKHU� WKLV� VKRXOG� EH� WUHDWHG� DV� D� VHSDUDWH

PDUNHW� IDLOXUH�� RU� DV� D� SDUWLFXODUO\� GUDPDWLF� PDQLIHVWDWLRQ� RI� RQH� RU� PRUH� RI� WKH� RWKHU

PDUNHW�IDLOXUHV��QHHG�QRW�GHWDLQ�XV�KHUH�

7KH� YDULRXV� PDUNHW� LPSHUIHFWLRQV� LQWHUDFW�� WKH� FRVWV� DVVRFLDWHG� ZLWK� WKH� SURGXFWLRQ� RI

LQIRUPDWLRQ�DQG�NQRZOHGJH�RIWHQ�OHDG�WR�LPSHUIHFWLRQV�RI�FRPSHWLWLRQ��WKDW�WKH�UHWXUQV�WR

NQRZOHGJH� FDQ� DOPRVW� QHYHU� EH� SHUIHFWO\� DSSURSULDWHG� LPSOLHV� WKDW� WKHUH� DUH� VSLOORYHUV

�H[WHUQDOLWLHV��DVVRFLDWHG�ZLWK�WKH�JHQHUDWLRQ�RI�LQIRUPDWLRQ�DQG�NQRZOHGJH�

,Q� DGGLWLRQ� WR� WKHVH� FLUFXPVWDQFHV� LQ� ZKLFK� PDUNHWV� IDLO� WR� SURGXFH� �3DUHWR�� HIILFLHQW

RXWFRPHV��WKHUH�PD\�EH�D�GHVLUH�IRU�FROOHFWLYH�DFWLRQ�DV�D�UHVXOW�RI�GLVVDWLVIDFWLRQ�ZLWK�WKH

GLVWULEXWLRQ�RI�LQFRPH�JHQHUDWHG�E\�PDUNHW�SURFHVVHV��6RPH�LQGLYLGXDOV��IRU�LQVWDQFH��PD\

KDYH�DQ� LQFRPH�VR� ORZ� WKDW� WKH\�FDQQRW� VXUYLYH��DQG� WKLV�PD\�EH�YLHZHG� WR�EH� 
VRFLDOO\

XQDFFHSWDEOH�


7KH� GLVFXVVLRQ� RI� PDUNHW� IDLOXUHV� KDV� KHOSHG� FODULI\� WKH� FLUFXPVWDQFHV� XQGHU� ZKLFK

FROOHFWLYH�DFWLRQ�PLJKW�EH�GHVLUDEOH� �,� VD\�PLJKW��EHFDXVH� LW�KDV� WR�EH�GHPRQVWUDWHG� WKDW

WKHUH�LV�VRPH�IRUP�RI�FROOHFWLYH�DFWLRQ�WKDW�FDQ�DFWXDOO\��RU�LV�OLNHO\�WR��LPSURYH�XSRQ�WKH
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PDUNHW���$QDO\VHV�RYHU� WKH�SDVW�TXDUWHU�RI�D�FHQWXU\�KDYH�DOVR�FODULILHG�ZKHUH� LW� LV�PRVW

DSSURSULDWH�IRU�FROOHFWLYH�DFWLRQ�WR�RFFXU��L�H��DW�WKH�ORFDO��QDWLRQDO��RU�JOREDO�OHYHO��(DUOLHU

OLWHUDWXUH� IRFXVHG� RQ� VKRZLQJ� WKDW� WKHUH� H[LVW� VRPH� SXEOLF� JRRGV� �RU� H[WHUQDOLWLHV�� WKDW

DIIHFW� RQO\� WKRVH� OLYLQJ�ZLWKLQ� D�SDUWLFXODU� JHRJUDSKLF� DUHD�� DQG� WKDW� WKHVH� SXEOLF� JRRGV

DQG�H[WHUQDOLWLHV�VKRXOG�EH�KDQGOHG�E\�SXEOLF�ERGLHV�HPEUDFLQJ�WKDW�SDUWLFXODU�DUHD��6XFK

JRRGV� ZHUH� UHIHUUHG� WR� DV� ORFDO� SXEOLF� JRRGV�� 0RUH� UHFHQWO\�� VRPH� HFRQRPLVWV� KDYH

LGHQWLILHG� D� VHW� RI� SXEOLF� JRRGV� WKH� EHQHILWV� RI� ZKLFK� DUH� QRW� OLPLWHG� WR� D� SDUWLFXODU

FRXQWU\��EXW�DUH�JOREDO� LQ�QDWXUH���7KH\� DUH��TXLWH�QDWXUDOO\�� UHIHUUHG� WR� DV�JOREDO�SXEOLF

JRRGV��6L[�DUHDV�KDYH�EHHQ�LGHQWLILHG�LQ�SDUWLFXODU���L��JOREDO�VHFXULW\���LL��JOREDO�HFRQRPLF

VWDELOLW\�� �LLL�� NQRZOHGJH�� �LY�� JOREDO� HQYLURQPHQW�� �Y�� KXPDQLWDULDQ� DVVLVWDQFH� �H�J�� IRU

IDPLQHV���DQG��YL��JOREDO�KHDOWK��HVSHFLDOO\�FRQWDJLRXV�GLVHDVHV���7KH�SURYLVLRQ�RI�JOREDO

SXEOLF� JRRGV� SURYLGHV� D� FHQWUDO� SDUW� RI� WKH� ORJLF� RI� JOREDO� FROOHFWLYH� DFWLRQ�� EXW� WKH

UDWLRQDOH� IRU� JOREDO� FROOHFWLYH� DFWLRQ� JRHV� IXUWKHU�� SRWHQWLDOO\�� LW� FDQ� DGGUHVV� DQ\� RI� WKH

PDUNHW�IDLOXUHV��-XVW�DV�WKHUH�DUH�JOREDO�SXEOLF�JRRGV��WKHUH�DUH�JOREDO�H[WHUQDOLWLHV��,Q�WKH

SDVW�VL[W\�\HDUV��JOREDO� LQVWLWXWLRQV�KDYH�EHHQ�HVWDEOLVKHG� WR�DGGUHVV�� LQ�SDUW��HDFK�RI� WKH

DUHDV� LGHQWLILHG� DERYH�� $QG� PDQ\� RI� WKH� LQWHUQDWLRQDO� LQVWLWXWLRQV� SOD\� D� UROH� LQ� WKH

SURYLVLRQ� RI� VHYHUDO� RI� WKHVH� SXEOLF� JRRGV�� RU� WKH� UHJXODWLRQ� RI� VHYHUDO� RI� WKH� JOREDO

H[WHUQDOLWLHV�

,Q� WKLV� FKDSWHU�� ,� ZDQW� WR� H[SORUH� WKH� UROH� RI� WKH� %UHWWRQ�:RRGV� LQVWLWXWLRQV� IURP� WKH

SHUVSHFWLYH�RI�JOREDO�SXEOLF�JRRGV�DQG�H[WHUQDOLWLHV�
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���� 7KH�,QWHUQDWLRQDO�0RQHWDU\�)XQG

,� EHJLQ� P\� GLVFXVVLRQ� E\� IRFXVLQJ� RQ� WKH� ,QWHUQDWLRQDO� 0RQHWDU\� )XQG� �,0)��� VLPSO\

EHFDXVH�WKHUH�ZDV��LQ�LWV�HVWDEOLVKPHQW��D�FOHDU�YLVLRQ�RI�D�JOREDO�PDUNHW�IDLOXUH�WKDW�LW�ZDV

VXSSRVHG�WR�DGGUHVV��7KH�JUHDW�GHSUHVVLRQ�ZDV�ZLGHO\�YLHZHG�DV�KDYLQJ�UHVXOWHG�IURP��RU

DW� OHDVW� EHHQ� H[DFHUEDWHG� E\�� QHJDWLYH� LQWHUDFWLRQV� DPRQJ� FRXQWULHV�� $V� HDFK� FRXQWU\
V

*'3� IHOO�� LW� FXW� EDFN� RQ� LWV� LPSRUWV�� DQG� WKDW� UHGXFHG� WKH� GHPDQG� IRU� LWV� QHLJKERXUV


SURGXFWV��UHGXFLQJ�LWV�QHLJKERXUV
��RU�WUDGLQJ�SDUWQHUV
��*'3��7KH�GHSUHVVLRQ�LWVHOI�ZDV��RI

FRXUVH��D�PDQLIHVWDWLRQ�RI�D�PDVVLYH�PDUNHW�IDLOXUH��EXW�LW�GLG�QRW�SURYLGH�WKH�UDWLRQDOH�IRU

FROOHFWLYH� DFWLRQ� DW� WKH� JOREDO� OHYHO�� (DFK� FRXQWU\� KDG� DQ� LQFHQWLYH� WR� XQGHUWDNH

H[SDQVLRQDU\�PRQHWDU\� DQG� ILVFDO� SROLFLHV� WR� UHVWRUH� LWV� HFRQRP\� WR� IXOO� HPSOR\PHQW�� ,W

ZDV�ZKHQ� FRXQWULHV� WULHG� WR� UHVWRUH� WKHLU� RZQ� HFRQRPLF� VWUHQJWK� DW� WKH� H[SHQVH� RI� WKHLU

WUDGLQJ�SDUWQHUV
�WKDW�FROOHFWLYH�DFWLRQ�ZDV�QHHGHG�

%HFDXVH��LQ�WKH�HYHQW�RI�D�JOREDO�UHFHVVLRQ��VRPH�RI�WKH�EHQHILWV�RI�H[SDQVLRQDU\�SROLFLHV

DFFUXH�WR�QHLJKERXUV��LI�WKHUH�LV�D�FRVW�WR�WKHVH�H[SDQVLRQDU\�SROLFLHV��LQ�WHUPV�RI��VD\��D

IXWXUH� GHEW� EXUGHQ��� WKHQ� FRXQWULHV�ZLOO� SXUVXH� H[SDQVLRQDU\� SROLFLHV� OHVV� IDU� WKDQ� WKH\

VKRXOG�� 7KHUH� LV� WKXV� D� UDWLRQDOH� IRU� JOREDO� FROOHFWLYH� DFWLRQ� WR� LQGXFH� HDFK� FRXQWU\� WR

SXUVXH�H[SDQVLRQDU\�SROLFLHV�IXUWKHU�WKDQ�LW�ZRXOG�SXUVXH�RI�LWV�RZQ�DFFRUG�

7KHVH�FRQFHUQV�ZHUH�SDUWLFXODUO\�SDUDPRXQW�DW�WKH�WLPH�RI�WKH�IRXQGLQJ�RI�WKH�,0)��ZKHQ

WKHUH� ZHUH� UHDO� ZRUULHV� WKDW� LQ� WKH� DIWHUPDWK� RI� WKH�:DU�� WKH� ZRUOG� ZRXOG� UHWXUQ� WR� D

VLWXDWLRQ�LQ�ZKLFK�WKHUH�ZDV�LQVXIILFLHQW�DJJUHJDWH�GHPDQG��,Q�SDUWLFXODU��SHRSOH�ZRUULHG

WKDW�VRPH�FRXQWULHV�PLJKW�WU\�WR�SXUVXH�D�PHUFDQWLOLVW�VW\OH�SROLF\��WKRXJK�QRW�QHFHVVDULO\

ZLWK� PHUFDQWLOLVW� PHWKRGV�� RI� UXQQLQJ� WUDGH� VXUSOXVHV�� 6LQFH� WKH� VXP� RI� WKH� ZRUOG
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VXUSOXVHV�DQG�GHILFLWV�KDV�WR�EH�]HUR��LI�VRPH�FRXQWULHV�UXQ�VXUSOXVHV��RWKHU�FRXQWULHV�DUH

IRUFHG� WR� UXQ�GHILFLWV�� LPSRUWLQJ�PRUH� WKDQ� WKH\� DUH� H[SRUWLQJ�� UHGXFLQJ� WKRVH� FRXQWULHV


DJJUHJDWH�GHPDQG�IURP�ZKDW�LW�RWKHUZLVH�ZRXOG�KDYH�EHHQ��DQG�WKHUHE\�WKUHDWHQLQJ�WKRVH

FRXQWULHV�ZLWK�D�JUHDWHU�FKDQFH�RI�XQHPSOR\PHQW�

7KH�UXQQLQJ�RI�VXVWDLQHG�VXUSOXVHV�E\�VRPH�FRXQWULHV�IRUFHV�VXVWDLQHG�GHILFLWV�RQ�WKH�UHVW

RI� WKH�ZRUOG�� WKXV� LPSRVLQJ� FHUWDLQ� ULVNV�RQ� WKHP��7KRXJK� 
FULVHV
�ZHUH� SHUKDSV� OHVV� RQ

WKHLU�PLQG� WKDQ� WKH\� DUH� WRGD\�� WKH�PDLQWHQDQFH�RI� VXUSOXVHV�E\� VRPH�FRXQWULHV�RYHU� DQ

H[WHQGHG� SHULRG� RI� WLPH� OHDGV� WR� LQGHEWHGQHVV� DEURDG� WKDW�PD\� EH� XQVXVWDLQDEOH��0RUH

SUHFLVHO\�� KLJK� LQGHEWHGQHVV� OHDYHV� D� FRXQWU\� RSHQ� WR� WKH� ULVN� RI� D� VXGGHQ� FKDQJH� RI

IRUHLJQ�LQYHVWRU�VHQWLPHQW�DERXW� WKH�FUHGLW�ZRUWKLQHVV�RI� WKH�FRXQWU\�RU� WKH� ILUPV�ZLWKLQ

WKH� FRXQWU\�� 7KH� UHVXOWLQJ� DWWHPSW� WR� SXOO�PRQH\� RXW� RI� WKH� FRXQWU\� �RU� WKH� LQFUHDVH� LQ

LQWHUHVW� UDWHV� LQWHQGHG� WR� HQFRXUDJH� PRQH\� WR� VWD\� LQ� WKH� FRXQWU\�� FDQ� KDYH� HQRUPRXV

GLVUXSWLYH�HIIHFWV�

3ROLFLHV�VXFK�DV�ILVFDO�H[SDQVLRQ�DQG�FKRRVLQJ�WR�UXQ�D�WUDGH�VXUSOXV�DUH�ERWK�H[DPSOHV�RI

DFWLYLWLHV� ZLWK� JOREDO� H[WHUQDOLWLHV�� DQG� LW� ZRXOG� VHHP� TXLWH� DSSURSULDWH� WR� FUHDWH� DQ

LQWHUQDWLRQDO� LQVWLWXWLRQ� WR� KHOS� DGGUHVV� WKHVH� FRQFHUQV�� 7KH� DUJXPHQW� IRU� GRLQJ� VR� LV

VWUHQJWKHQHG� E\� DQRWKHU� VHW� RI� PDUNHW� IDLOXUHV� �ZKLFK� DUJXDEO\� KDV� EHHQ� VRPHZKDW

UHGXFHG� RYHU� WLPH�²WKDW� DVVRFLDWHG� ZLWK� WKH� IXQFWLRQLQJ� RI� FDSLWDO� PDUNHWV�� &DSLWDO

PDUNHWV�ZRUN�IDU�GLIIHUHQWO\�WKDQ�WKH�ZD\�WKH\�DUH�GHSLFWHG�LQ�VLPSOLVWLF�PRGHOV�RI�SHUIHFW

FRPSHWLWLRQ��)RU�H[DPSOH��WKHUH�PD\�EH�FUHGLW�UDWLRQLQJ��DQG�OLPLWDWLRQV�LQ�HTXLW\�PDUNHWV

LPSO\�WKDW�WKHUH�LV�IDU�IURP�SHUIHFW�ULVN�VKDULQJ��5HVHDUFK�LQ�WKH�HFRQRPLFV�RI�LQIRUPDWLRQ

KDV� ODLG� RXW� WKH� WKHRUHWLFDO� UHDVRQV� ZK\� ZH� VKRXOG� H[SHFW� VXFK� LPSHUIHFWLRQV�� DQG

HPSLULFDO� UHVHDUFK� RYHU� WKH� SDVW� WZR� GHFDGHV� KDV� SURYLGHG� DPSOH� GRFXPHQWDWLRQ�� 7KH
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PDFUR�HFRQRPLF� FRQVHTXHQFHV� DUH� SDUWLFXODUO\� LPSRUWDQW� LQ� GHYHORSLQJ� FRXQWULHV��0DQ\

IDFH� FUHGLW� UDWLRQLQJ�� DW� OHDVW� DW� VRPH� WLPHV�� DQG� PDQ\� FRXQWULHV� VHHP� WR� IROORZ� SUR�

F\FOLFDO� ILVFDO� SROLFLHV�� EHFDXVH� LQ� WLPHV� RI� FULVHV� WKH\� FDQQRW� ERUURZ�� DQG� DFFRUGLQJO\

KDYH� WR�FXW�EDFN�RQ� H[SHQGLWXUHV� �RU� ULVN� FRVWO\� LQIODWLRQDU\�SUHVVXUHV���.H\QHV�ZRUULHG

WKDW� LQ� PDQ\� FRXQWULHV�� PRQHWDU\� SROLF\� ZRXOG� EH� LQHIIHFWLYH� LQ� VWLPXODWLQJ� DJJUHJDWH

GHPDQG�� DQG� FRXQWULHV�ZLWK� OLPLWHG� FDSLWDO�PDUNHWV�� DQG�ZLWKRXW� DFFHVV� WR� LQWHUQDWLRQDO

FDSLWDO��PLJKW�QRW�EH�DEOH�WR�SXUVXH�H[SDQVLRQDU\� ILVFDO�SROLFLHV�� ,Q� UHFHVVLRQV��FRXQWULHV

IDFHG�OLTXLGLW\�FRQVWUDLQWV�

*OREDO�FROOHFWLYH�DFWLRQ�PLJKW�KHOS�UHOD[�WKRVH�OLTXLGLW\�FRQVWUDLQWV��HQDEOLQJ�FRXQWULHV�WR

SXUVXH� PRUH� H[SDQVLRQDU\� SROLFLHV�� ZLWK� SRVLWLYH� H[WHUQDOLWLHV� WR� WKHLU� WUDGLQJ� SDUWQHUV�

%HFDXVH�FRXQWULHV�GLG�QRW�KDYH�VXIILFLHQW�LQFHQWLYHV�WR�SXUVXH�VWURQJ�H[SDQVLRQDU\�SROLFLHV

WR� WKH� H[WHQW� QHHGHG� �RU� DW� OHDVW� GHVLUDEOH�� JOREDOO\� RQ� WKHLU� RZQ�� WKH� LQWHUQDWLRQDO

FRPPXQLW\� QHHGHG� WR� 
SHUVXDGH
� FRXQWULHV� WR� EH�PRUH� H[SDQVLRQDU\� WKDQ� WKH\� RWKHUZLVH

ZRXOG�EH��2QH�ZD\�RI�GRLQJ�VR�ZDV�WR�PDNH�DFFHVV�WR�WKH�ORDQV�FRQGLWLRQDO�RQ�FRXQWULHV

SXUVXLQJ�D�VXIILFLHQWO\�H[SDQVLRQDU\�SROLF\��6LPLODUO\��VLQFH�UXQQLQJ�D�WUDGH�VXUSOXV�SRVHG

D�QHJDWLYH�H[WHUQDOLW\�RQ�RWKHUV��HLWKHU�VXUSOXVHV�VKRXOG�EH�WD[HG��RU�QRW�UXQQLQJ�D�VXUSOXV

�RU� UXQQLQJ� D� VPDOOHU� VXUSOXV�� VKRXOG� EH� PDGH� D� FRQGLWLRQ� IRU� DFFHVV� WR� DQ\� OLTXLGLW\

SURYLGHG�E\�WKH�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�

7RGD\��.H\QHV�PXVW�EH�WXUQLQJ�RYHU�LQ�KLV�JUDYH��7KH�PDMRU�WKUXVW�RI�,0)�FRQGLWLRQDOLW\

LV�WKDW�FRXQWULHV�FXW�EDFN�RQ�WKHLU�ILVFDO�H[SHQGLWXUHV��LQFUHDVH�WD[HV�DQG�UHGXFH�WKHLU�WUDGH

GHILFLWV��7KH� NLQGV� RI� FRQGLWLRQDOLWLHV� WKDW�ZHUH� LPSOLFLW� LQ� WKH� RULJLQDO� UDWLRQDOH� IRU� WKH

HVWDEOLVKPHQW� RI� D� FROOHFWLYH� JOREDO� LQVWLWXWLRQ� VHHP� WR� KDYH� EHHQ� WXUQHG� RQ� WKHLU� KHDG�

%HJJDU�WK\�QHLJKERXU�SROLFLHV�KDYH�EHHQ�UHSODFHG�E\�HYHQ�ZRUVH�EHJJDU�WK\VHOI�SROLFLHV�
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LQ�ZKLFK�HDFK�FRXQWU\� WR� UHVWRUH� LWV� WUDGH�EDODQFH� LV� IRUFHG� WR�FXW�EDFN�RQ� LWV�*'3��7KH

UHVXOWLQJ�UHGXFWLRQ�LQ�LPSRUWV²RWKHU�FRXQWULHV
�H[SRUWV²KDV�H[DFWO\�WKH�VDPH�LPSDFW�RQ

WKHP� WKDW� WKH� EHJJDU�WK\�QHLJKERXU� SROLFLHV� KDG��2WKHU� FRXQWULHV� GR� QRW� FDUH�ZK\� WKHLU

H[SRUWV� DUH� QR� ORQJHU� VHOOLQJ²ZKHWKHU� LW� LV� FRPSHWLWLYH� GHYDOXDWLRQV�� WDULIIV� RU� WUDGH

UHVWULFWLRQV�� RU� UHGXFHG� *'3²DOO� WKH\� NQRZ� LV� WKDW� WKHLU� H[SRUWV� KDYH� GHFUHDVHG�

$UJXDEO\��,0)�SROLFLHV�KDYH�WKXV�VHUYHG�WR�H[DFHUEDWH��UDWKHU�WKDQ�UHGXFH��QHJDWLYH�JOREDO

H[WHUQDOLWLHV�

+RZ� FRXOG� VXFK� D� VWDWH� RI� DIIDLUV� KDYH� FRPH� DERXW"� 7KHUH� DUH� VHYHUDO� SRVVLEOH

H[SODQDWLRQV�� 2QH� LV� WKDW� WKH� )XQG� KDV� IRFXVHG� RQ� DQRWKHU� VHW� RI� PDUNHW� IDLOXUHV� RU

H[WHUQDOLWLHV��,I�FRXQWULHV�IROORZ�LPSUXGHQW�PDFUR�SROLFLHV��WKH\�DUH�PRUH�OLNHO\�WR�KDYH�WR

GHIDXOW�RQ�WKHLU�GHEWV�WR�WKH�,0)��DQG�WKH�FRVWV�RI�QRQ�UHSD\PHQW�DUH�ERUQH�E\�RWKHUV��%XW

WKLV� LV� DQ� XQFRQYLQFLQJ� H[SODQDWLRQ�� WKH� FRQGLWLRQDOLWLHV� LPSRVHG� E\� WKH� ,0)� JR� ZHOO

EH\RQG�WKRVH�WKDW�KDYH�D�VLJQLILFDQW�HIIHFW�RQ�WKH�SUREDELOLW\�RI�UHSD\PHQW��,QGHHG��JLYHQ

WKH�,0)
V�VWDWXV�DV�D�VHQLRU�FUHGLWRU��WKH�SUREDELOLW\�RI�GHIDXOW��DW�OHDVW�LQ�PDQ\�FDVHV��LV�VR

ORZ� WKDW� LW� FDQ� EH� LJQRUHG�� ,I� DQ\WKLQJ�� WKH� FRQWUDFWLRQDU\� SROLFLHV� IRLVWHG� RQ� FRXQWULHV

DUJXDEO\�DFWXDOO\�LPSDLU�WKHLU�DELOLW\�WR�UHSD\�

$W� WLPHV� WKH� ,0)�KDV�DUJXHG� WKDW� LW�ZRUULHV�DERXW�FRQWDJLRQ�� WKDW�D� IDOO� LQ� WKH�H[FKDQJH

UDWH�LQ�RQH�FRXQWU\�FDQ�OHDG�WR�D�GHVWDELOL]DWLRQ�RI�H[FKDQJH�UDWHV�PRUH�JHQHUDOO\��7KRXJK

DQHFGRWDO� LQ� QDWXUH�� WKH� UHFHQW� JOREDO� FULVLV� VXJJHVWV� WKDW� WKLV� H[SODQDWLRQ� WRR� LV

XQSHUVXDVLYH��%UD]LO
V�PDVVLYH�GHYDOXDWLRQ��ZKLFK�WKH�,0)�DWWHPSWHG�WR�SUHYHQW��GLG�QRW

VHW� RII� DQ\� VLJQLILFDQW� 
FRQWDJLRQ
� HIIHFWV�� 2Q� WKH� RWKHU� KDQG�� WKH� ,0)
V� DWWHPSWV� DW

VWDELOL]DWLRQ�LQ�(DVW�$VLD�SURYHG�LQHIIHFWLYH�DW�FRQWDLQLQJ�WKH�GDPDJH�WR�WKH�FRXQWULHV�ILUVW

DIIHFWHG��,QGHHG��RQH�FDQ�DUJXH�WKDW�WKH�SROLFLHV�LPSRVHG�E\�WKH�,0)�DFWXDOO\�H[DFHUEDWHG
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JOREDO� 
FRQWDJLRQ
�HIIHFWV�� WKHLU�SROLFLHV�H[DFHUEDWHG�HFRQRPLF�GRZQWXUQV�WKDW�KDG�JOREDO

HIIHFWV�� QRW� RQO\� GLUHFWO\� �WKURXJK� UHGXFHG� LPSRUWV�� EXW� LQGLUHFWO\�� DV� FRPPRGLW\� SULFHV

�H�J�� IRU� RLO�� SOXPPHWHG�� 0RUH� JHQHUDOO\�� WKHUH� LV� OLWWOH� WKHRUHWLFDO� EDVLV� HLWKHU� IRU� WKH

K\SRWKHVLV� WKDW� FRQWDJLRQ� �RWKHU� WKDQ� WKURXJK� WUDGH� HIIHFWV��ZRXOG�EH� D� VHULRXV�SUREOHP

ZLWKRXW� LQWHUYHQWLRQ� �WKRXJK� WR� EH� VXUH� LW� PLJKW� SURGXFH� PRPHQWDU\� LQVWDELOLW\� LQ

PDUNHWV²ZKLFK� FDQ� H[SHULHQFH� YRODWLOLW\� IRU� D� P\ULDG� RI� FDXVHV�� RU� WKDW� WKH� ,0)
V

LQWHUYHQWLRQV� ZRXOG� EH� HIIHFWLYH� LQ� VWHPPLQJ� LW��� 7KH� ,0)� KDV� VKRZQ� OLWWOH� DELOLW\� WR

LGHQWLI\�WKH�FRUUHFW�HTXLOLEULXP�H[FKDQJH�UDWHV²DQG�WKXV�WR�NQRZ�ZKHWKHU�WKHUH�LV�D�WKUHDW

RI�RYHUVKRRWLQJ��$QG�WKH�PLVWDNHV�LW�KDV�PDGH�RQ�WKDW�FRXQW�KDYH�KDG�HQRUPRXV�FRVWV�WR

WKH�DIIHFWHG�FRXQWULHV��7KH�QRWLRQ�RI�FRPSHWLWLYH�GHYDOXDWLRQV��DQG�WKH�VHW�RI�LQWHUYHQWLRQV

GHVLJQHG�WR�VWRS�WKHP��LV�PRUH�DSSURSULDWH�IRU�D�JROG�VWDQGDUG�V\VWHP�WKDQ�IRU�D�V\VWHP�RI

PDUNHW�GHWHUPLQHG�IOH[LEOH�H[FKDQJH�UDWHV�

7KHUH�LV�DQRWKHU�SRVVLEOH�K\SRWKHVLV��WKH�,0)
V�JRYHUQDQFH�VWUXFWXUH�PDNHV�LW�DFFRXQWDEOH

WR�ILQDQFH�PLQLVWULHV�DQG�FHQWUDO�EDQNV��ZLWK�FORVH�FRQQHFWLRQV�WR�WKH�ILQDQFLDO�FRPPXQLW\�

,W�ZRXOG��DFFRUGLQJO\��EH�XQVXUSULVLQJ�LI�WKH�LQVWLWXWLRQ�FDPH�WR�UHIOHFW�WKH�LQWHUHVWV�RI�WKDW

FRPPXQLW\�� )RUFLQJ� FRXQWULHV� WR� HOLPLQDWH� WUDGH� GHILFLWV²HQFRXUDJLQJ� WKHP� WR� UXQ

VXUSOXVHV²PD\�LQFUHDVH�WKH�SUREDELOLW\�RI�FUHGLWRUV
�EHLQJ�UHSDLG��UHJDUGOHVV�RI�ZKHWKHU

WKH� FUHGLWRUV� HQJDJHG� LQ� GXH� GLOLJHQFH� ZKHQ� PDNLQJ� WKH� ORDQV�� DQG� UHJDUGOHVV� RI� WKH

DGYHUVH�LPSDFW�WKDW�WKH�SROLF\�KDV�RQ�ZRUNHUV�DQG�RWKHUV�ZLWKLQ�WKH�ERUURZLQJ�HFRQRP\��

7KH�LURQ\��RI�FRXUVH��LV�WKDW�ZKHQ�FRQWUDFWLRQDU\�SROLFLHV�DUH�SXUVXHG�LQ�DQ�LQDSSURSULDWH

ZD\��WKH\�PD\�VR�ZHDNHQ�WKH�HFRQRP\�WKDW�WKH�SUREDELOLW\�RI�UHSD\PHQW�ZLOO�EH�UHGXFHG�

LQ�VRPH�FDVHV��KRZHYHU��WKH�,0)
V�SURYLVLRQ�RI�PRQH\�WR�WKH�JRYHUQPHQW�KDV�HQFRXUDJHG�

RU�DW�OHDVW�HQDEOHG��WKH�QDWLRQDOL]DWLRQ�RI�SULYDWH�OLDELOLWLHV��WKHUHE\�LQFUHDVLQJ��RYHUDOO��WKH
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SUREDELOLW\� RI� UHSD\PHQW� RI� SULYDWH� GHEWV�� 7KLV� SURFHVV� KDV� RFFXUUHG� LQ� QXPHURXV

FRXQWULHV�

,Q� WKLV� LQWHUSUHWDWLRQ�� WKH� ,0)� KDV� SXUVXHG� WKH� FROOHFWLYH� LQWHUHVWV� RI� D� VXEVHW� RI� WKH

LQWHUQDWLRQDO�FRPPXQLW\�� UDWKHU� WKDQ�VHUYLQJ� WKH�EURDGHU� FROOHFWLYH� LQWHUHVWV� IRU�ZKLFK� LW

ZDV� RULJLQDOO\� FUHDWHG��� 7KHUH� DUH� IXUWKHU� H[DPSOHV� WKDW� DUH� FRQVLVWHQW� ZLWK� WKLV

LQWHUSUHWDWLRQ�� 7KH� ,0)� KDV� EHHQ� D� VWURQJ� VXSSRUWHU� RI� FDSLWDO� DQG� ILQDQFLDO� PDUNHW

OLEHUDOL]DWLRQ�� SD\LQJ� LQVXIILFLHQW� DWWHQWLRQ� WR� ZKHWKHU� FRXQWULHV� KDYH� WKH� DSSURSULDWH

UHJXODWRU\�ULVN�PDQDJHPHQW��DQG�ULVN�DEVRUSWLRQ�FDSDFLWLHV�LQ�SODFH��2QH�FRXOG�DUJXH�WKDW

LQWHUQDWLRQDO� LQVWLWXWLRQV� VKRXOG� OLPLW� WKHPVHOYHV� WR� DUHDV� RI� JOREDO� SXEOLF� JRRGV� DQG

H[WHUQDOLWLHV��$W� WKH� WLPH� WKH� ,0)�SXVKHG� WKHVH�SROLFLHV�RI� OLEHUDOL]DWLRQ�� WKHUH�ZDV� OLWWOH

HYLGHQFH�WKDW�VXFK�SROLFLHV�KDG�SRVLWLYH�JOREDO�H[WHUQDOLWLHV�LQ�JHQHUDO²WKRXJK�WKH\�PLJKW

LQGHHG�EULQJ�EHQHILWV� WR�WKH�ILQDQFLDO� LQWHUHVWV� LQ� WKH�PRUH�DGYDQFHG� LQGXVWULDO� FRXQWULHV�

%\�FRQWUDVW��WKHUH�ZDV�HYLGHQFH�WKDW�WKH\�LQFUHDVHG�WKH�ULVN�RI�HFRQRPLF�LQVWDELOLW\�ZLWKLQ

FRXQWULHV� DGRSWLQJ� WKRVH� SROLFLHV²DQG� LI� RQH� ZRUULHG� DERXW� FRQWDJLRQ� �DV� WKH� ,0)

DOOHJHGO\�GLG��� LW� VKRXOG�KDYH� DFFRUGLQJO\�RSSRVHG� WKRVH� SROLFLHV��0RUH� JHQHUDOO\�� WKHUH

ZDV� QR� HYLGHQFH� WKDW� VXFK� OLEHUDOL]DWLRQ� LQFUHDVHG� HFRQRPLF� JURZWK� RU� LQYHVWPHQW� LQ

GHYHORSLQJ� FRXQWULHV�� DQG�VRPH�DUJXPHQWV�ZHUH� HYHQ�SXW� IRUZDUG� DV� WR�ZK\� WKH\�PLJKW

KDYH�DGYHUVH�HIIHFWV��

6SHFLDO�LQWHUHVWV�LQ�WKH�DGYDQFHG�LQGXVWULDO�FRXQWULHV� LQWHUDFW�ZLWK�VSHFLDO� LQWHUHVWV� LQ�WKH

GHYHORSLQJ�FRXQWULHV��RIWHQ�WR�WKH�GHWULPHQW�RI�WKH�JHQHUDO�LQWHUHVW��7KH�,0)�LQWHUDFWV�ZLWK

D� FRXQWU\
V� ILQDQFH� PLQLVWU\�� ZKLFK� DOO� WRR� RIWHQ� ODUJHO\� UHIOHFWV� WKH� LQWHUHVWV� RI� WKDW

FRXQWU\
V�ILQDQFLDO�FRPPXQLW\��RU�PRUH�EURDG�pOLWHV��7KH�LQWHUDFWLRQ�HQKDQFHV�WKH�VWUHQJWK

RI�WKH�ILQDQFH�PLQLVWU\²ZKLFK� LV�RIWHQ�DOUHDG\�RXW�RI�SURSRUWLRQ��&ULWLFV�DUH� ODEHOOHG�DV
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SRSXOLVWV��DQG�RWKHU�PHPEHUV�RI�JRYHUQPHQW�DUH�WROG�WKDW�LI�WKH\�UHVLVW�WKH�GHPDQGV�RI�WKH

ILQDQFH�PLQLVWU\��LW�ZLOO�MHRSDUGL]H�WKH�)XQG�SURJUDPPH��IRUFLQJ�WKH�FRXQWU\
V�EXGJHW�LQWR

GLVDUUD\�� DQG� ULVNLQJ� WKH� FRXQWU\
V� VWDQGLQJ� LQ� LQWHUQDWLRQDO� ILQDQFLDO� PDUNHWV�� 6LQFH

W\SLFDOO\� RQO\� WKH� ILQDQFH�PLQLVWU\� GHDOV� GLUHFWO\�ZLWK� WKH� ,0)�� DQG� WKH� GHDOLQJV� DUH� LQ

VHFUHW��RWKHU�PLQLVWULHV�KDYH�WR�WDNH�WKH�WKUHDWV�VHULRXVO\��WKH�,0)��LQ�HIIHFW��HQODUJHV�WKH

EDUJDLQLQJ�SRZHU�RI� WKH�ILQDQFH�PLQLVWU\��7R�WKH�H[WHQW� WKDW� WKH�DJHQGD�DGYDQFHG�E\�WKH

ILQDQFH�PLQLVWU\� LV� LQ� DFFRUG�ZLWK� EURDG� QDWLRQDO� LQWHUHVWV� EDVHG� RQ� SULQFLSOHV²VXFK� DV

VRXQG�EXGJHWLQJ²DERXW�ZKLFK�WKHUH�LV�JHQHUDO�FRQVHQVXV��WKLV�PD\�EH�DOO�WR�WKH�JRRG��7R

WKH� H[WHQW� WKDW� LW� DGYDQFHV� VSHFLDO� LQWHUHVWV�� WKH� VKLIW� LQ� EDUJDLQLQJ� SRZHU� LV� IDU� PRUH

GXELRXV�

7KH�FKDQJHV�LQ�WKH�ZRUOG�UHIHUUHG�WR�LQ�WKH�EHJLQQLQJ�RI�WKLV�HVVD\�VXJJHVW�D�UDWLRQDOH�IRU

UH�H[DPLQLQJ� WKH� UROH� RI� WKH� ,0)� DV� DQ� LQVWLWXWLRQ� SURYLGLQJ� JOREDO� DFWLRQ� GLUHFWHG� DW

HQKDQFLQJ� JOREDO� VWDELOLW\�� %XW� DV� FRPSHOOLQJ� DV� WKRVH� FKDQJHV� DUH�� DUJXDEO\�� WKH

LQVWLWXWLRQ�KDV�QRW�RQO\�IDLOHG�WR�OLYH�XS�WR�LWV�RULJLQDO�PLVVLRQ�EXW�KDV�DFWXDOO\�XQGHUWDNHQ

FRXQWHUSURGXFWLYH� SROLFLHV�� 7KDW�PDNHV� VXFK� D� UH�H[DPLQDWLRQ� FRPSHOOLQJ��2XU� DQDO\VLV

VXJJHVWV�WKDW�WKH�UH�H[DPLQDWLRQ�PXVW�EH�IXQGDPHQWDO�LQ�QDWXUH��DGGUHVVLQJ�QRW�RQO\�ZKDW

WKH�LQVWLWXWLRQ�GRHV��EXW�KRZ�LW�GRHV�LW��LWV�JRYHUQDQFH�VWUXFWXUH�DQG�LWV�PRGHV�RI�RSHUDWLRQ�

2WKHUZLVH��WKHUH�LV�D�UHDO�ULVN�WKDW�ZKDW�VR�RIWHQ�KDSSHQV�ZLWKLQ�QDWLRQDO�JRYHUQPHQWV²

WKDW�SRZHU� LV� XVHG�QRW� WR� DGYDQFH� JHQHUDO� LQWHUHVWV� EXW� WR� IXUWKHU� VSHFLDO� LQWHUHVWV²ZLOO

KDSSHQ�DW� WKH� LQWHUQDWLRQDO� OHYHO��2QH�PLJKW�DUJXH� WKDW� WKH�SUREOHPV�DW� WKH� LQWHUQDWLRQDO

OHYHO�DUH�HYHQ�PRUH�VHYHUH�� IRU� WKH�HOHFWRUDO�SURFHVV�SURYLGHV�DW� OHDVW�D�SDUWLDO� FKHFN�RQ

DEXVHV� RI� WKHVH� SRZHUV�ZLWKLQ� FRXQWULHV�� 7KH� LQWHUQDWLRQDO� ILQDQFLDO� LQVWLWXWLRQV� DQG� WKH

,0)� LQ� SDUWLFXODU� DUH� VXIILFLHQWO\� IDU� UHPRYHG� IURP� V\VWHPV� RI� GLUHFW� HOHFWRUDO

DFFRXQWDELOLW\�WKDW�WKHUH�LV�QR�HIIHFWLYH�FKHFN�RQ�DEXVHV�RI�WKLV�NLQG�
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7KH� DEVHQFH� RI� VXFK� GLUHFW� DFFRXQWDELOLW\� PDNHV� LW� QHFHVVDU\� WKDW� RWKHU� FRQWURO

PHFKDQLVPV� EH� SXW� LQ� SODFH� WR� HQVXUH� WKDW� EURDG�� JOREDO� LQWHUQDWLRQDO� LQWHUHVWV� DUH

SURPRWHG�� UDWKHU� WKDQ� VSHFLDO� LQWHUHVWV� RI� SDUWLFXODU� FRXQWULHV�� RU� RI� SDUWLFXODU� JURXSV

ZLWKLQ�WKRVH�FRXQWULHV��$V� ,�VXJJHVWHG��D�FKDQJH�LQ�WKH�IRUPDO�JRYHUQDQFH�VWUXFWXUH�PD\

EH�NH\��%XW�WKHUH�DUH�RWKHU�FKDQJHV�QHFHVVDU\�LQ�WKH�PRGHV�RI�RSHUDWLRQ�DQG�WKH�VSDQ�RI

DFWLYLWLHV�� 7KH� VHFUHF\� ZLWKLQ� ZKLFK� WKH� ,0)� KDV� WUDGLWLRQDO� RSHUDWHG²LQFOXGLQJ� WKH

DEVHQFH�RI�EURDG�SXEOLF�GHEDWH�LQ�DGRSWLQJ�,0)�SURJUDPPHV��ZKHUH�LQ�VRPH�FDVHV�QRW�DOO

WKH�WHUPV�RI�WKH�DJUHHPHQW�DUH�HYHQ�PDGH�SXEOLF²UHPRYHV�DQ�LPSRUWDQW�VHW�RI�GLVFLSOLQHV

RQ� WKH� LQVWLWXWLRQ�� �%DFN� LQ� :DVKLQJWRQ�� WKHUH� LV� QR� PRUH� ORYH� RI� RSHQQHVV� DQG

WUDQVSDUHQF\� WKDQ� WKHUH� LV� LQ� WKH� FRXQWULHV� WKHPVHOYHV��� 7KLV� OLEHUW\²WKLV� DEVHQFH� RI

SXEOLF�VFUXWLQ\²KDV�JLYHQ�LW�VFRSH�WR�XQGHUWDNH�WKH�SROLFLHV�WKDW�LW�KDV�SXUVXHG��

7KDW� WKHUH� LV�QR�FRPSHWLWLRQ� LQ� WKH�VHUYLFHV� LW�SURYLGHV²LW� LV�D�PRQRSRO\²HQKDQFHV� LWV

SRZHUV��7R�EH�VXUH��LW�LV�GLIILFXOW� WR�FRQFHLYH�RI� WKHUH�EHLQJ�FRPSHWLWLRQ�IRU�VRPH�RI� WKH

VHUYLFHV�LW�SURYLGHV²IRU�LQVWDQFH��FULVLV�OHQGLQJ��%XW�RQH�RI�WKH�PRVW�LPSRUWDQW�DGYDQFHV

LQ�WKH�WKHRU\�RI�LQGXVWULDO�RUJDQL]DWLRQ�LV�WKH�UHFRJQLWLRQ�WKDW�PDQ\�RI�WKH�ROG�VW\OH�QDWXUDO

PRQRSROLHV��LQGXVWULHV�LQ�ZKLFK�FRPSHWLWLRQ�LV�LPSUDFWLFDO��FDQ�EH�EURNHQ�GRZQ��DQG�WKHUH

FDQ�EH� DFWLYH�FRPSHWLWLRQ� LQ�PDQ\�RI� WKH�NH\� VHJPHQWV��:KLOH� WKH�:RUOG�%DQN�DQG� WKH

)XQG�KDYH�ERWK�EHHQ�VWURQJ�DGYRFDWHV�RI�FRPSHWLWLRQ�DQG�WKH�LQGXVWULDO�UHVWUXFWXULQJ�WKDW

KDV� IDFLOLWDWHG�FRPSHWLWLRQ� LQ� WKHVH� IRUPHU�QDWXUDO�PRQRSROLHV�� WKH\�KDYH�EHHQ� OHVV� WKDQ

HQWKXVLDVWLF�LQ�DSSO\LQJ�WKH�OHVVRQV�WR�WKHPVHOYHV���7KLV�LV�QRW�VXUSULVLQJ��PRVW�EXVLQHVVHV

DUJXH�IRU�FRPSHWLWLRQ�DQG�QR�VXEVLGLHV�LQ�JHQHUDO��EXW�DUH�TXLFN� WR� UHFRJQL]H� WKH�VSHFLDO

FLUFXPVWDQFHV� LQ� WKHLU� RZQ� LQGXVWULHV� WKDW� ZDUUDQW� VXEVLGLHV� DQG� OLPLWDWLRQV� LQ

FRPSHWLWLRQ��� ,Q� SDUWLFXODU�� EXQGOHG� XS� ZLWK� WKH� SURYLVLRQ� RI� IXQGV� LV� WKH� SURYLVLRQ� RI

DGYLFH��UHYLHZ�RI�WKH�SHUIRUPDQFH�RI�WKH�HFRQRP\�DV�D�ZKROH�DQG�YDULRXV�VHJPHQWV�RI�WKH
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HFRQRP\��DQG�WKH�FROOHFWLRQ�RI�VWDWLVWLFV��7KHUH�FDQ�EH�IDU�PRUH�HIIHFWLYH�FRPSHWLWLRQ� LQ

VHYHUDO� VHJPHQWV�� 7R� EH� VXUH�� WKHUH� DUH� HFRQRPLHV� RI� VFRSH� WKDW� SURYLGH� D� SDUWLDO

H[SODQDWLRQ� RI� ZK\� WKHVH� DFWLYLWLHV� DUH� EXQGOHG� WRJHWKHU²MXVW� DV� WKHUH� DUH� VRPH

HFRQRPLHV�RI�VFRSH�LQ�VRPH�RI�WKH�QDWXUDO�PRQRSROLHV�WKDW�KDYH�EHHQ�EURNHQ�XS��%XW�WKHUH

LV� LQFUHDVLQJ� UHFRJQLWLRQ� WKDW� WKH� YDOXH� RI� FRPSHWLWLRQ� PRUH� WKDQ� RIIVHWV� WKH� VOLJKW

LQHIILFLHQFLHV�WKDW�PLJKW�DULVH�IURP�WKH�LQDELOLW\�WR�H[SORLW�IXOO\�WKH�HFRQRPLHV�RI�VFRSH�

,Q� SDUWLFXODU�� WKH� )XQG� KDV� UHVLVWHG� SXEOLF� GHEDWHV� FRQFHUQLQJ� WKH� HIILFDF\� DQG

DSSURSULDWHQHVV�RI�LWV�SROLFLHV��LW�KDV�UHVLVWHG�WKH�SURYLVLRQ�RI�DOWHUQDWLYH�YLHZV��,W�KDV��IRU

LQVWDQFH�� UHVLVWHG� WKH� QRWLRQ� WKDW� FRXQWULHV� KDYH� RXWVLGH� 
FRXQVHO
²LQGHSHQGHQW

HFRQRPLVWV²LQ� WKHLU�QHJRWLDWLQJ� WHDP��DQG�KDV�GLVFRXUDJHG�JRYHUQPHQWV� IURP�HQJDJLQJ

LQ�FRQVXOWDWLRQV�ZLWK�HFRQRPLVWV�ZKR�RSSRVH�WKHLU�YLHZV��'XULQJ�WKH�$VLDQ�FULVLV��LW�HYHQ

UHIXVHG�WR�HQJDJH�LQ�FORVHG�GLVFXVVLRQV�ZLWK�WKH�:RUOG�%DQN�DQG�RXWVLGH�H[SHUWV�DERXW�WKH

DSSURSULDWHQHVV�RI�WKH�SROLFLHV��$QG�ZKLOH�LW�PDGH�PXFK�WR�GR�RYHU�LWV�RZQ�UHWURVSHFWLYH

RI�WKH�SROLFLHV��WKH�%DQN
V�DQDO\VHV��ZKLFK�ZHUH�PRUH�FULWLFDO��ZHUH�QRW�RQO\�XQZHOFRPH�

EXW�86�7UHDVXU\� WULHG� WR� VXSSUHVV� WKH�%DQN
V�QRUPDO�GLVVHPLQDWLRQ�SURJUDPPH� IRU� VXFK

VWXGLHV� �DQG� SDUWLDOO\� VXFFHHGHG��� 7KH� 86� 7UHDVXU\� KDV� SOD\HG� D� NH\� UROH� LQ� WKH

IRUPXODWLRQ�RI� WKHVH�SROLFLHV�� VR� LW� LV�QRW� VXUSULVLQJ� WKDW� LW�KDV�EHHQ�TXLWH�XQHQWKXVLDVWLF

DERXW�VXFK�SXEOLF�GLVFXVVLRQV��*LYHQ�WKH�GRPLQDQW�UROH�LW�SOD\HG�LQ�SROLF\�PDNLQJ�DW�WKH

,0)�� LW� ZRUULHG� WKDW� FULWLFLVP� RI� WKH� ,0)� ZDV� WDQWDPRXQW� WR� D� FULWLFLVP� RI� 7UHDVXU\�

7UHDVXU\�KDV�HYHQ�XVHG�WKH�FRQVLGHUDEOH�SROLWLFDO�ZHLJKW�RI�WKH�86�WR�WU\�WR�VXSSUHVV�VXFK

GLVFXVVLRQV�ZKHQ�WKH\�DULVH�IURP�LQWHUQDWLRQDO�LQVWLWXWLRQV�VXFK�DV�WKH�:RUOG�%DQN�RU�WKH

$VLDQ�'HYHORSPHQW�%DQN��,�EHOLHYH�WKDW�RQH�RI�WKH�JOREDO�SXEOLF�JRRGV�LV� WKH�SURPRWLRQ

QRW� MXVW� RI� GHYHORSPHQW�� EXW� RI�GHPRFUDWLF�GHYHORSPHQW�� DQG� WKH� VXSSUHVVLRQ� RI� SXEOLF

GHEDWH� RQ� NH\� LVVXHV� RI� SXEOLF� SROLF\� XQGHUPLQHV� GHPRFUDF\��� ,Q� VKRUW�� UDWKHU� WKDQ
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DWWHPSWLQJ� WR� VXSSUHVV� DOWHUQDWLYH�YLHZV�� WKH�%DQN� DQG� WKH� )XQG� VKRXOG� EH� HQFRXUDJLQJ

WKHP�� DQG� VRPH� RI� WKH� DVVLVWDQFH� SURYLGHG� WR� GHYHORSLQJ� FRXQWULHV� E\� WKH� LQWHUQDWLRQDO

FRPPXQLW\� VKRXOG� EH� GHYRWHG� WR� HVWDEOLVKLQJ� LQGHSHQGHQW� DQG� FRPSHWLQJ� VRXUFHV� RI

DGYLFH��&RPSHWLWLRQ�LQ�WKH�PDUNHWSODFH�RI�LGHDV�LV�HYHU\�ELW�DV�LPSRUWDQW�DV�FRPSHWLWLRQ�LQ

WKH�PDUNHWSODFH�IRU�JRRGV�DQG�VHUYLFHV�

$QRWKHU� SUDFWLFH� WKDW� XQGHUPLQHV� GHPRFUDF\� LV� WKH� LPSRVLWLRQ� RI� 
FRQGLWLRQDOLW\
� RQ� D

FRXQWU\�� &RXQWULHV� DUH� IRUFHG� WR� DFFHSW� D� ZLGH� DUUD\� RI� FRQGLWLRQV� LQ� RUGHU� WR� UHFHLYH

DVVLVWDQFH��0DQ\�RI�WKH�FRQGLWLRQV�KDYH�QRWKLQJ�WR�GR�ZLWK�WKH�FULVLV�DW�KDQG��VRPH�HYHQ

JR�LQWR�DUHDV�WKDW�DUH�KLJKO\�SROLWLFDO�LQ�QDWXUH��)HZ�RI�WKH�FRQGLWLRQV�DUH�GLUHFWO\�UHODWHG�WR

WKH�ILGXFLDU\�UHVSRQVLELOLW\�RI�D�OHQGHU�WR�HQVXUH�D�KLJK�OLNHOLKRRG�RI�UHSD\PHQW��,Q�VRPH

FDVHV��LQ�IDFW��WKH�SROLFLHV��E\�SXVKLQJ�D�FRXQWU\�LQWR�GHHS�UHFHVVLRQ��PD\�DFWXDOO\�UHGXFH

WKH�SUREDELOLW\�RI�UHSD\PHQW��

:KHQ�DQ�LQVWLWXWLRQ��LQ�WKLV�FDVH��WKH�,0)��KDV�D�PRQRSRO\�RU�PDUNHW�SRZHU�LQ�RQH�DUHD�

ZLWKRXW�HQIRUFHG�FRPSHWLWLRQ��LQ�WKLV�FDVH��LQ�WKH�PDUNHWSODFH�RI�LGHDV���LW�FDQ�OHYHUDJH�LWV

PRQRSRO\�SRZHU�LQ�WKDW�DUHD�WR�H[WHQG�LW�WR�DQRWKHU��,WV�PDUNHW�SRZHU�LQ�WKH�UHDOP�RI�FULVLV

OHQGLQJ� HQDEOHV� LW� WR� OHYHUDJH� LWV� SRZHU� WR� LPSRVH� FRQGLWLRQV� WKDW� H[WHQG� ZHOO� EH\RQG

WKRVH�GLUHFWO\�JHUPDQH�WR�WKH�FULVLV�

7KH�,0)
V�PDUNHW�SRZHU��KRZHYHU��LV�HYHQ�JUHDWHU� WKDQ�PLJKW�EH�LQGLFDWHG�E\� LWV�UROH�LQ

FULVLV� OHQGLQJ��7KH�FRQVHTXHQFHV�RI� WKH� ,0)�GHQRXQFLQJ� D� FRXQWU\
V� HFRQRPLF�SROLF\� LV

QRW�MXVW�WKDW�WKH�FRXQWU\�ZLOO�ORVH�IXQGLQJ�IURP�WKH�,0)��EXW�ZLOO�DOVR�ORVH�IXQGLQJ�IURP

RWKHU� SXEOLF� DQG� SULYDWH� VRXUFHV�� 7KH� ,0)� KDV� PDQDJHG� WR� SHUVXDGH� RWKHU� SXEOLF



����

DXWKRULWLHV�WR�PDNH�WKHLU�OHQGLQJ�WR�D�JLYHQ�FRXQWU\��SDUWLDOO\�RU�WRWDOO\��FRQWLQJHQW�RQ�WKH

)XQG
V�DSSURYDO�RI�WKDW�FRXQWU\
V�PDFUR�HFRQRPLF�SROLFLHV�

,Q�VRPH�FDVHV��WKH�)XQG�KDV�VXVSHQGHG�SURJUDPPHV�WR�D�FRXQWU\�QRW�EHFDXVH�WKH�FRXQWU\
V

PDFUR�SHUIRUPDQFH�LV�ZHDN��EXW�IRU�RWKHU�UHDVRQV��(WKLRSLD�LV�D�FDVH� LQ�SRLQW��ZKHUH� WKH

)XQG
V�SURJUDPPH�ZDV�VXVSHQGHG�HYHQ�WKRXJK�WKDW�FRXQWU\�KDG�QR�LQIODWLRQ��DQG�E\�PRVW

HFRQRPLVWV
�UHFNRQLQJ��ZDV�SXUVXLQJ�JRRG�ILVFDO�SROLFLHV��ZLWK�H[SHQGLWXUHV�OLPLWHG�WR�WD[

UHYHQXHV� DQG� IRUHLJQ� DLG� UHFHLSWV��7KH� ,0)�ZDV� SXVKLQJ� UHIRUPV� LQ�(WKLRSLD
V� ILQDQFLDO

PDUNHW� WKDW� PDQ\� HFRQRPLVWV� DUJXHG� ZHUH� LQDSSURSULDWH� IRU� D� FRXQWU\� DW� WKDW� VWDJH� RI

GHYHORSPHQW�� �$V� DQ� H[DPSOH�� LQ� .HQ\D�� ILQDQFLDO� PDUNHW� OLEHUDOL]DWLRQ� KDG� OHG� WR� DQ

LQFUHDVH� LQ� LQWHUHVW� UDWHV� SDLG� E\� ERUURZHUV�� QRW� D� GHFUHDVH� DV� KDG� EHHQ� SUHGLFWHG��� 7KH

IDLOXUH� RI� WKH� SROLFLHV� WR� DFKLHYH� WKH� SUHGLFWHG� HIIHFWV� GLG� QRW� LPSHGH� WKH� )XQG� IURP

SXVKLQJ� WKHP��EXW� WKHVH� IDLOXUHV�SOD\HG� DQ� LPSRUWDQW� UROH� LQ� WKH�(WKLRSLDQ�JRYHUQPHQW
V

UHVLVWDQFH²LW�GLG�QRW�ZDQW�LWV�DOUHDG\�GHVSHUDWHO\�SRRU�IDUPHUV�WR�EH�IXUWKHU�LPSRYHULVKHG

DV�D�UHVXOW�RI�KLJKHU�ERUURZLQJ�FRVWV���

7KDW�WKH�)XQG�FDQ�KDYH�VXFK�D�SRZHUIXO�HIIHFW�RQ�RWKHU�VXSSOLHUV�RI�IXQGV�JLYHV�WKH�)XQG

HQRUPRXV�SRZHU��RI�FRXUVH��,W�LV�D�NLQG�RI�OHYHUDJH�WKDW�HYHU\�PRQRSROLVW�VHHNV��EXW�IHZ

DFKLHYH��,Q�RWKHU�DUHQDV��HQRUPRXV�WKRXJKW�KDV�EHHQ�SXW�LQWR�WKH�TXHVWLRQ�RI�KRZ�WR�UHGXFH

WKDW�NLQG�RI�SRZHU��2QH�ZD\�LV�WR�IRUFH�FRPSHWLWLRQ�LQ�DUHDV�ZKHUH�WKDW�LV�SRVVLEOH²DV�LQ

WKH�DUHD�RI�DGYLFH²DQG� WKH�RWKHU�ZD\� LV� WR� UHVWULFW� LWV� DFWLYLWLHV� LQ�RWKHU� DUHDV� WKDW�PD\

HQKDQFH�LWV�SRZHU�

)RU� LQVWDQFH�� WKH� )XQG� LV� HQJDJHG� LQ� 
VXUYHLOODQFH�
� DQ� DQQXDO� UHYLHZ� RI� HFRQRPLHV


SHUIRUPDQFH�� 7KH� VXUYHLOODQFH� UHSUHVHQWV� DQ� H[DPSOH� RI� 
PLVVLRQ� FUHHS�
� 7KH� $UWLFOH� �
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UHYLHZV� DUH� QDPHG� DIWHU� WKH� VHFWLRQ� RI� WKH� ,0)
V� $UWLFOHV� RI� $JUHHPHQW� WKDW� PDQGDWHV

VXSHUYLVLRQ� E\� WKH� )XQG� RI� PHPEHU� FRXQWULHV
� H[FKDQJH� UDWH� SROLFLHV� WR� HQVXUH� WKDW

FRXQWULHV�DUH�FRPSO\LQJ�ZLWK�WKH�$UWLFOH����7RGD\��WKDW�SDUWLFXODU�WRSLF�LV�D�PLQXVFXOH�SDUW

RI�WKH�RYHUDOO�UHYLHZ��,I�WKH�)XQG�LV�WR�FDUU\�RXW�LWV�VWDELOL]DWLRQ�PLVVLRQ��LW�PXVW�PRQLWRU

FRXQWULHV�� EXW� WKH� DQQXDO� UHYLHZ� LV� DQ� LQHIILFLHQW� ZD\� RI� JDWKHULQJ� WKH� UHOHYDQW

LQIRUPDWLRQ�� 7RR� PDQ\� UHVRXUFHV� DUH� DOORFDWHG� WR� FRXQWULHV� VXFK� DV� WKH� 8QLWHG� 6WDWHV

ZKHUH�WKH�SUREDELOLW\�RI�D�FULVLV�LV�YHU\�ORZ�DQG�ZKHUH�WKH�YDOXH�DGGHG�E\�WKH�UHYLHZ�WR

LQIRUPDWLRQ� DYDLODEOH� HOVHZKHUH� LV� DOPRVW� VXUHO\� ]HUR�� �0\�RZQ� H[SHULHQFH�ZKLOH� ,�ZDV

FKDLUPDQ�RI�WKH�&RXQFLO�RI�(FRQRPLF�$GYLVHUV�ZDV�WKDW�WKH�UHYLHZ�DGGHG�QRWKLQJ�WR�RXU

XQGHUVWDQGLQJ� RI� WKH� HFRQRP\�� ,WV� DVVHVVPHQWV� ODFNHG� WKH� GHSWK� RI� LQVLJKW� WKDW� ZDV

DYDLODEOH� IURP�D�PXOWLWXGH�RI�RWKHU� VRXUFHV�� DQG� LWV� SROLF\� UHFRPPHQGDWLRQV�ZHUH� RIWHQ

PLVJXLGHG���%\�WKH�VDPH�WRNHQ��PRUH�UHVRXUFHV�FRXOG�KDYH�EHHQ�DGGHG�WR�OHDUQLQJ�DERXW

DQG�PRQLWRULQJ�FRXQWULHV� WKDW�ZHUH�PRUH� OLNHO\� WR�KDYH�FULVHV��7KH�VXUYHLOODQFH�IXQFWLRQ

FRXOG� HDVLO\� EH� SHUIRUPHG� E\� RWKHUV� DW� OHDVW� DV� HIIHFWLYHO\�� IRU� H[DPSOH� E\� UHJLRQDO� RU

RWKHU�JURXSLQJV�RI�FRXQWULHV��VXFK�DV�LV�FXUUHQWO\�GRQH�E\�WKH�2(&'��WKURXJK�SURFHVVHV�RI

SHHU�PRQLWRULQJ�

2QH� FRXOG� DUJXH� WKDW� WKH� GDWD� JDWKHULQJ� VHUYLFHV� SURYLGHG� E\� D� YDULHW\� RI� LQWHUQDWLRQDO

RUJDQL]DWLRQV��LQFOXGLQJ�WKH�81��WKH�:RUOG�%DQN��DQG�WKH�,0)�UHSUHVHQWV�DQ�LQWHUQDWLRQDO

SXEOLF�JRRG��6XFK�GDWD�FDQ�EH�YLHZHG�DV�SDUW�RI� 
NQRZOHGJH
�DQG�LV� WKXV�FOHDUO\�D�JOREDO

SXEOLF�JRRG��RQH�WKDW��LQ�WXUQ��FRQWULEXWHV�WR�RWKHU�JOREDO�SXEOLF�JRRGV��VXFK�DV�LPSURYHG

LQWHUQDWLRQDO�HFRQRPLF�VWDELOLW\��%XW�D�JHQHUDO�SULQFLSOH�WKDW�KDV�HPHUJHG�IURP�REVHUYLQJ

GDWD� FROOHFWLRQ� DFWLYLWLHV� ZLWKLQ� JRYHUQPHQWV� LV� WKDW� WKHUH� DUH� UHDO� GDQJHUV� ZKHQ� WKHVH

DFWLYLWLHV�DUH�HQWUXVWHG�WR�DQ�RSHUDWLQJ�DJHQF\��FRQIOLFWV�RI�LQWHUHVW�WRR�HDVLO\�DULVH����7KDW

LV�ZK\�PDQ\�FRXQWULHV�KDYH�HVWDEOLVKHG�LQGHSHQGHQW�FHQWUDO�VWDWLVWLFDO�RUJDQL]DWLRQV�
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,Q� WKH� FDVH� RI� WKH� ,0)�� WKHVH� FRQFHUQV� WDNH� RQ� D� FRQFUHWH� PDQLIHVWDWLRQ�� LWV� JURZWK

SURMHFWLRQV�RI�FRXQWULHV�ZLWK� ,0)�SURJUDPPHV�GR�QRW� UHSUHVHQW� WKH�EHVW� HVWLPDWH�RI� WKH

IXWXUH� FRXUVH� RI� WKH� HFRQRP\�� EXW� DUH� WKH� QXPEHUV� QHJRWLDWHG� LQ� WKH� PLGVW� RI� WKH

LPSOHPHQWDWLRQ�RI�DQ� ,0)�SURJUDPPH��$OO� WRR�RIWHQ�� WKHUH� DUH� VLJQLILFDQW�JDSV�EHWZHHQ

WKRVH�QXPEHUV�DQG�UHDOLW\��$Q�,0)�SURJUDPPH��WR�KDQJ�WRJHWKHU��PXVW�VKRZ��IRU�LQVWDQFH�

D�FHUWDLQ�OHYHO�RI� WD[�UHYHQXHV�� WKDW�ZRXOG�LQ�WXUQ�UHTXLUH�D�FHUWDLQ�UDWH�RI�JURZWK�� ,I� WKH

PRVW�DFFXUDWH�JURZWK�SURMHFWLRQ�HQWDLOHG�D�VPDOOHU�JURZWK�SURMHFWLRQ��WKH�GHILFLW�ZRXOG�EH

WRR�ODUJH�WR�EH�
DFFHSWDEOH�
�7KH�)XQG��UDWKHU�WKDQ�VKRZLQJ�IOH[LELOLW\�LQ�ZKDW�LV�DFFHSWDEOH

DV�D�EXGJHW�GHILFLW��KDV�GHPRQVWUDWHG�DW�OHDVW�LQ�VRPH�LQVWDQFHV�PRUH�IOH[LELOLW\�LQ�ZKDW�LV

DFFHSWHG�DV�D�UHDVRQDEOH�HVWLPDWH�RI�JURZWK�

6HSDUDWLQJ� RXW� WKH� VXUYHLOODQFH� DQG� GDWD� FROOHFWLRQ� IXQFWLRQV� IURP� WKH� )XQG� ZRXOG

SRWHQWLDOO\�QRW�RQO\� LQFUHDVH� WKH� HIILFDF\�ZLWK�ZKLFK� WKHVH� IXQFWLRQV� DUH� SHUIRUPHG�� EXW

DOVR�UHGXFH�WKH�PRQRSRO\�SRZHU�RI�WKH�,0)�

,�KDYH�DUJXHG�LQ�WKLV�VHFWLRQ�WKDW�WKHUH�LV�DQ�DUJXPHQW�IRU�LQWHUQDWLRQDO�FROOHFWLYH�DFWLRQ�LQ

HQKDQFLQJ�JOREDO�HFRQRPLF�VWDELOLW\��EXW�WKH�,0)��WKH�LQVWLWXWLRQ�FUHDWHG�IRU�WKDW�SXUSRVH�

KDV� RIWHQ� QRW� RQO\� IDLOHG� LQ� DGYDQFLQJ� WKDW� REMHFWLYH�� EXW� PD\� KDYH� EHHQ

FRXQWHUSURGXFWLYH²DQG�DFWHG� LQ�ZD\V� WKDW� XQGHUPLQH� RWKHU� EDVLF� JOREDO� YDOXHV� VXFK� DV

GHPRFUDF\��,�KDYH�DOVR�VXJJHVWHG�WKDW�ZKDW�LV�UHTXLUHG�LV�EDVLF�UHIRUPV�LQ�DFFRXQWDELOLW\

DQG� LQ� VRPH� RI� LWV� EDVLF� PRGHV� RI� RSHUDWLRQ�� IRU� LQVWDQFH�� LWV� GHJUHH� RI� RSHQQHVV� DQG

WUDQVSDUHQF\�

7KHUH�LV�DQ�LQWHUHVWLQJ�GHEDWH�DERXW�ZKHWKHU�WKH�SUREOHPV�RI�WKH�,0)�DULVH�EHFDXVH�RI�ODFN

RI� SROLWLFDO� DFFRXQWDELOLW\�� RU� IURP� WRR� PXFK� SROLWLFDO� LQWHUIHUHQFH�� 6RPH�� VXFK� DV� 'H
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*UHJRULR� HW� DO�� ������� DUJXH� IRU� UHIRUPV� WKDW� DUH� LQ� WKH� RSSRVLWH� GLUHFWLRQ� IURP� WKRVH� ,

KDYH� EHHQ� DUJXLQJ� IRU�� WKDW� WKH� ,0)� VKRXOG� EH�PDGH�PRUH� LQGHSHQGHQW�� OHVV� SROLWLFDOO\

DFFRXQWDEOH�� 7KH\� ULJKWO\� VHH� WKDW� PDQ\� RI� WKH� NH\� IDLOXUHV� DUH� DVVRFLDWHG� ZLWK

LQWHUYHQWLRQV�� HVSHFLDOO\� E\� WKH� $PHULFDQV� DQG� )UHQFK²WKH� IRUPHU� SXVKLQJ� ORDQV� WR

5XVVLD�� IRU� LQVWDQFH�� WKH� ODWWHU� WR�=DLUH� DQG�)UDQFRSKRQH�:HVW�$IULFD�� DJDLQVW� WKH�EHWWHU

MXGJHPHQW�RI�WKH�VWDII��%XW�SUHWHQGLQJ�WKDW�WKH�,0)�LV�VLPSO\�D�WHFKQRFUDWLF�ERG\��KHOSLQJ

WKH� FRXQWU\� DGRSW� 3DUHWR� GRPLQDQW� SROLFLHV�� LV� VLPSO\� ZURQJ�� 7KHUH� DUH� NH\� WUDGH�RIIV�

LVVXHV� WKDW� VKRXOG� EH� UHVROYHG� LQ� WKH� SROLWLFDO� SURFHVV�� DQG� WKH� ,0)� VWDII� KDV� UHSHDWHGO\

VKRZQ�D�IDLOXUH�WR�DSSUHFLDWH�WKH�GLVWLQFWLRQ�EHWZHHQ�SURYLGLQJ�DGYLFH�FRQFHUQLQJ�WKH�VHW

RI� 
3DUHWR�RSWLPDO�SROLFLHV
�DQG�IRUFLQJ�D�SDUWLFXODU�VHW�RI�SROLFLHV��D�SDUWLFXODU�FKRLFH�RQ

WKH� 3DUHWR� IURQWLHU�� WKDW� UHIOHFWV� WKH� LQWHUHVWV� RI� SDUWLFXODU� JURXSV� ZLWKLQ� VRFLHW\�� �7KH

WUDGH�RIIV�DUH�SDUWLFXODUO\�VLJQLILFDQW�ZKHQ�WKHUH�LV�XQFHUWDLQW\�DERXW�WKH�FRQVHTXHQFHV�RI

SROLFLHV²ZKLFK� WKHUH� DOZD\V� DUH�� EXW� WKDW� WKH� )XQG� RIWHQ� IDLOV� WR� UHFRJQL]H� SXEOLFO\�

'LIIHUHQW�SROLFLHV�HQWDLO�GLIIHUHQW�JURXSV�EHDULQJ�ULVNV���7KXV�� OHWWLQJ�WKH�VWDII� ORRVH�ZLWK

HYHQ�OHVV�SROLWLFDO�DFFRXQWDELOLW\�FRXOG�ZHOO�PDNH�WKH�SUREOHPV�LGHQWLILHG�HDUOLHU�ZRUVH��,

ZRXOG�DUJXH�WKDW�PRUH�GLUHFW�SXEOLF�DFFRXQWDELOLW\�KROGV�RSHQ�WKH�SURPLVH�RI�FKHFNLQJ�WKH

NLQG� RI� GLUHFW� LQWHUIHUHQFH� WKDW� KDV� EHHQ� WKH� VRXUFH� RI� VR� PXFK� IDLOXUH�� ,W� LV� DW� OHDVW

FRQFHLYDEOH� WKDW� ORDQV� WR�0REXWX�PLJKW� QRW� KDYH� SURFHHGHG� LI� WKHUH� KDG� EHHQ� D� SXEOLF

GHEDWH�H[SRVLQJ�WKH�FRUUXSWLRQ��QRWLQJ�WKDW�WKH�IXQGV�ZHUH�PRUH�OLNHO\�WR�HQULFK�0REXWX

WKDQ�WKH�SHRSOH�RI�WKH�FRXQWU\��ZKR�ZRXOG�EH�OHIW�ZLWK�LQFUHDVHG�GHEW�DQG�OLWWOH�WR�VKRZ�IRU

LW�� 3HUKDSV� WKH� ORDQ� ZRXOG� KDYH� JRQH� IRUZDUG� DQ\ZD\²D� FOHDU� WHVWLPRQ\� WR� WKH

LPSRUWDQFH�RI�JHR�SROLWLFDO�FRQVLGHUDWLRQV�LQ�WKH�FROG�ZDU�SHULRG²EXW�DW�OHDVW�WKHUH�ZRXOG

EH�OLWWOH�SUHWHQFH�DERXW�ZKDW�WKH�PRQH\�ZDV�IRU�
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,Q� WKH� HQG�� WKH� PRVW� LPSRUWDQW� UHIRUPV²DQG� WKH� KDUGHVW� WR� DFKLHYH²ZLOO� EH� LQ

JRYHUQDQFH��WR�ZKRP�WKH�,0)�LV�GLUHFWO\�DFFRXQWDEOH��*RYHUQDQFH�DIIHFWV�RUJDQL]DWLRQDO

EHKDYLRXU��7R�EH�VXUH��LQ�VRPH�VHQVH��WKH�,0)�LV�DFFRXQWDEOH�WR�LWV�PHPEHU�FRXQWULHV��%XW

DQ\� REVHUYHU� RI� SROLWLFDO� SURFHVVHV� NQRZ� WKDW� GLIIHUHQW� DJHQFLHV� ZLWKLQ� D� JRYHUQPHQW

UHIOHFW� PRUH� FORVHO\� GLIIHUHQW� LQWHUHVWV� ZLWKLQ� WKH� SROLW\�� ILQDQFH� PLQLVWULHV� UHIOHFW� WKH

LQWHUHVWV�RI�WKH�ILQDQFLDO�FRPPXQLW\�IDU�PRUH�WKDQ�WKH\�GR�WKH�LQWHUHVWV�RI� ODERXU�� WR�VD\

WKH� OHDVW�� 7KDW� WKH� ,0)� LV� DFFRXQWDEOH� WR� ILQDQFH�PLQLVWHUV� DQG� FHQWUDO� EDQN� JRYHUQRUV

�PDQ\�RI�ZKRP�WKHPVHOYHV�DUH�QRW�GLUHFWO\�DFFRXQWDEOH����XQGRXEWHGO\�KDV�DQ�HIIHFW�RQ

WKH�,0)��DQG�HVSHFLDOO\�WKH�SROLFLHV�WKDW�LW�DGYRFDWHV��,W� LV�PRUH�WKDQ�OLNHO\�WKDW� WKH� ,0)

ZRXOG�KDYH�EHHQ� IDU�PRUH� FRQFHUQHG�DERXW� WKH� HIIHFWV� RI� LWV� SROLFLHV� RQ� XQHPSOR\PHQW

DQG�ZDJHV�LI�LW�UHSRUWHG�GLUHFWO\�WR�ODERXU�PLQLVWHUV�

,I� WKH� ,0)�ZHUH� RQO\� D� 
FOXE
� RI� FHQWUDO� EDQNHUV�� IDFLOLWDWLQJ� WKH� FOHDULQJ� RI� FKHFNV�� IRU

LQVWDQFH�� DOO� RI� WKLV� ZRXOG� PDNH� OLWWOH� GLIIHUHQFH�� %XW� WKH� SROLFLHV� RI� WKH� ,0)� KDYH

SURIRXQG� HIIHFWV� RQ� HYHU\� DVSHFW� RI� WKH� HFRQRP\²DQG� KHQFH� WKH� ODFN� RI

UHSUHVHQWDWLYHQHVV��ERWK�DFURVV�FRXQWULHV�DQG�ZLWKLQ�FRXQWULHV��XQGHUPLQHV�WKH�OHJLWLPDF\

RI�WKH�LQVWLWXWLRQ��HVSHFLDOO\�FDOOLQJ�LQWR�TXHVWLRQV�SROLFLHV�WKDW�JR�EH\RQG��RU�DUH�FRQWUDU\

WR��LWV�RULJLQDO�PDQGDWH�

,� DP�� KRZHYHU�� QRW� FRPSOHWHO\� VDQJXLQH� DERXW� WKH� UHIRUPV� GLVFXVVHG� VR� IDU� IXOO\

DGGUHVVLQJ�WKH�FRQFHUQV�UDLVHG�HDUOLHU�DQG�HQVXULQJ�WKDW�WKH�LQVWLWXWLRQ�UHDOO\�GRHV�SXUVXH

JOREDO�HFRQRPLF�VWDELOLW\�LQ�ZD\V�WKDW�UHIOHFW�EURDG�JOREDO�LQWHUHVWV��)XUWKHU�UHIRUPV�ZLOO

EH�QHHGHG�LQ�LWV�PRGHV�RI�RSHUDWLRQ��ZLWK�SHUKDSV�IXUWKHU�UHVWUDLQWV�RQ�WKH�NLQGV�RI�DFWLRQV

LW�FDQ�WDNH��$Q�LPSRUWDQW�VWHS�LQ�WKH�ULJKW�GLUHFWLRQ�ZLOO�EH�WR�UHTXLUH�H[�DQWH�DVVHVVPHQWV

RI�WKH�OLNHO\�LPSDFW�RI�D�SURJUDPPH��QRW�RQO\�RQ�LQIODWLRQ�DQG�WKH�H[FKDQJH�UDWH��EXW�DOVR
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RQ� SRYHUW\�� JURZWK�� DQG� XQHPSOR\PHQW�� DQG� SHULRGLF� UHYLHZV� E\� LQGHSHQGHQW� RXWVLGHU

FRPPLVVLRQV� QRW� RQO\� RI� WKH� DFFXUDF\� RI� WKRVH� DVVHVVPHQWV�� EXW� DOVR� RI� WKH� RYHUDOO

HIIHFWLYHQHVV�RI�FULVLV�SUHYHQWLRQ�DQG�PDQDJHPHQW�SROLFLHV���

���� 7KH�:RUOG�%DQN

7KH�ILIWK�JOREDO�SXEOLF�JRRG�GHVFULEHG�HDUOLHU��WKH�SURYLVLRQ�RI�LQWHUQDWLRQDO�KXPDQLWDULDQ

DVVLVWDQFH�� SURYLGHV� WKH� UDWLRQDOH� IRU� WKH� :RUOG� %DQN
V� PLVVLRQ� RI� KHOSLQJ� GHYHORSLQJ

FRXQWULHV� JURZ� IDVWHU� DQG� HUDGLFDWH� WKHLU� SRYHUW\�� 2ULJLQDOO\�� LW� VDZ� LWV� PLVVLRQ� DV

DGGUHVVLQJ�D�PDUNHW�IDLOXUH²WKH�LPSHUIHFWLRQV�LQ�FDSLWDO�PDUNHWV�WKDW�LPSHGH�WKH�IORZ�RI

FDSLWDO�IURP�GHYHORSHG�WR�OHVV�GHYHORSHG�FRXQWULHV��6WDQGDUG�WKHRULHV�DW�WKH�WLPH�VXJJHVWHG

WKDW� ZKDW� FDXVHG� ODFN� RI� GHYHORSPHQW� ZDV� D� VKRUWDJH� RI� FDSLWDO�� /RZHU� FDSLWDO�ODERXU

UDWLRV�LQ�SRRU�FRXQWULHV�VKRXOG�KDYH�UHVXOWHG�LQ�KLJK�UHWXUQV��ZKLFK�VKRXOG�KDYH��ZLWK�ZHOO�

IXQFWLRQLQJ� FDSLWDO� PDUNHWV�� OHG� WR� D� IORZ� RI� FDSLWDO� IURP� WKH� GHYHORSHG� WR� WKH� OHVV

GHYHORSHG�FRXQWULHV��%XW� WKDW�ZDV�QRW�KDSSHQLQJ��1RZ�ZH�UHFRJQL]H�WKDW�ZKDW�VHSDUDWHV

GHYHORSHG� IURP� OHVV� GHYHORSHG� FRXQWULHV� LV� QRW� MXVW� D� GLVSDULW\� LQ� FDSLWDO�� EXW� JDSV� LQ

NQRZOHGJH��DQG�RQH�RI�WKH�IXQFWLRQV�RI�WKH�:RUOG�%DQN�LV�WR�UHGXFH�WKRVH�JDSV���

7KH�:RUOG� %DQN� DOVR� VHHV� DV� RQH� RI� LWV� IXQFWLRQV� WKH� SURGXFWLRQ� DQG� GLVVHPLQDWLRQ� RI

NQRZOHGJH� DERXW� GHYHORSPHQW� DQG� DERXW� WKH� NLQGV� RI� SROLFLHV� DQG� LQVWLWXWLRQV� WKDW� DUH

PRVW�FRQGXFLYH�WR�GHYHORSPHQW��.QRZOHGJH��SROLFLHV��DQG�LQVWLWXWLRQV�FDQ�DOO�EH�WKRXJKW

RI�DV�FRPSOHPHQWV�WR�FDSLWDO��,QFUHDVHV�LQ�NQRZOHGJH�RU�LPSURYHPHQWV�LQ�LQVWLWXWLRQV�DQG

SROLFLHV�FDQ�UDLVH�WKH�PDUJLQDO�SURGXFWLYLW\�RI�FDSLWDO��LQFUHDVLQJ�QRW�RQO\�WKH�HIIHFWLYHQHVV

RI�DLG��EXW�DOVR�LQGXFLQJ�D�IORZ�RI�SULYDWH�FDSLWDO�
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5HVHDUFK�LQ�WKH�HFRQRPLFV�RI� LQIRUPDWLRQ�RYHU�WKH�SDVW�TXDUWHU�RI�FHQWXU\�KDV�KHOSHG�XV

XQGHUVWDQG�ZK\�FDSLWDO�PDUNHWV�DUH�RIWHQ�LPSHUIHFW��ZK\��IRU�LQVWDQFH��WKHUH�LV�OLNHO\�WR�EH

UDWLRQLQJ��RU�ZK\�HTXLW\�PDUNHWV�W\SLFDOO\�SURYLGH�RQO\�OLPLWHG�RSSRUWXQLWLHV�IRU�ILUPV�WR

GLYHVW� WKHPVHOYHV� RI� ULVN�� -XVW� EHFDXVH� IORZV� RI� FDSLWDO� IURP� WKH� GHYHORSHG� WR� WKH� OHVV

GHYHORSHG�FRXQWULHV�KDYH�LQFUHDVHG�VR�PXFK�RYHU�WKH�SDVW�GHFDGH��ZH�VKRXOG�QRW�EH�OXOOHG

LQWR�WKLQNLQJ�WKDW�WKHUH�DUH�QR�FDSLWDO�PDUNHW�LPSHUIHFWLRQV��DQG�WKDW�WKHUHIRUH�WKHUH�LV�QR

UROH� RI� WKH� :RUOG� %DQN� LQ� SURYLGLQJ� FDSLWDO�� :H� DOUHDG\� QRWHG� WKDW� PRVW� GHYHORSLQJ

FRXQWULHV� VWLOO� GR� QRW� KDYH� UHDG\� DFFHVV� WR� FDSLWDO� HVSHFLDOO\� IRU� IXQGV� WKDW� FDQ� EH� XVHG

EURDGO\��VD\�IRU�KHDOWK�RU�HGXFDWLRQ��1RW�RQO\�PLJKW� WKH\�KDYH� WR�SD\�YHU\�KLJK� LQWHUHVW

UDWHV�� WKH\� PD\� DFWXDOO\� IDFH� FUHGLW� UDWLRQLQJ�� $QG� ZKHQ� WKH� HFRQRP\� JRHV� LQWR� D

UHFHVVLRQ�� DQG� WKH\� QHHG� IXQGV� WR� ILQDQFH� D� ILVFDO� GHILFLW� WR� KHOS� UHVWRUH� WKH� HFRQRP\
V

VWUHQJWK��SULYDWH�OHQGHUV�DUH�OLNHO\�WR�UHWUDFW�UDWKHU�WKDQ�H[WHQG�OHQGLQJ²IORZV�DUH�DOO�WRR

RIWHQ�SUR�F\FOLFDO�

7KHUH�LV�WKXV�D�UROH�IRU�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�LQ�JHQHUDO��DQG�WKH�:RUOG�%DQN

LQ� SDUWLFXODU�� LQ� SURYLGLQJ� FDSLWDO� WR� WKH� GHYHORSLQJ� ZRUOG�� 7KH� EHQHILWV� PD\� EH� PRUH

UHODWHG�WR�DFFHVV�LQ�EDG�WLPHV��WKRXJK�QRW�QHFHVVDULO\�MXVW�WLPHV�RI�FULVLV���WKDQ�WR�UHGXFHG

ERUURZLQJ�FRVWV�� �7KH� ORZHU� LQWHUHVW� UDWHV� RQ� ,),� ORDQV� GR� QRW� QHFHVVDULO\� WUDQVODWH� LQWR

ORZHU�FRVWV�RYHUDOO��6LQFH�,),�ORDQV�KDYH�VHQLRULW\�RYHU�RWKHU�GHEWV��PRUH�,),�ERUURZLQJ�WR

VRPH�H[WHQW�GHFUHDVHV�WKH�DELOLW\�WR�UHSD\�RWKHU�GHEWV��DQG�WKXV�RWKHU�FUHGLWRUV�GHPDQG�D

KLJKHU�LQWHUHVW�UDWH�WR�FRPSHQVDWH�IRU�WKHLU�KLJKHU�ULVN��

,W�LV�OLNHO\�WKDW�FDSLWDO�PDUNHWV�IRU�PLGGOH�LQFRPH�FRXQWULHV�ZLOO�FRQWLQXH�WR�LPSURYH��DQG

LW�LV�FRQFHLYDEOH�WKDW��DFFRUGLQJO\��WKH�UROH�RI�WKH�:RUOG�%DQN�LQ�SURYLGLQJ�FDSLWDO�WR�WKRVH

FRXQWULHV�PD\�GLPLQLVK��%XW� WKHUH� LV� RIWHQ� D� OLQNDJH� EHWZHHQ� WKH� WUDQVIHU� RI� NQRZOHGJH
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DQG� WKH�SURYLVLRQ�RI� FUHGLW�� HVSHFLDOO\�ZKHQ� WKH� FDSLWDO� LV� SURYLGHG� WR� ILQDQFH�SDUWLFXODU

SURMHFWV�� ,W�DSSHDUV� WKDW� WKLV� LV�DW� OHDVW�RQH�RI� WKH� UHDVRQV� WKDW�&KLQD��ZKLFK� LV�VLWWLQJ�RQ

KXJH�DPRXQWV�RI�UHVHUYHV�WKDW�HDUQ�ORZHU�LQWHUHVW�UDWHV�WKDQ�ZKDW�LW�KDV�WR�SD\�WR�WKH�:RUOG

%DQN�RQ� LWV� ORDQV��FRQWLQXHV� WR�EH� DPRQJ� WKH�%DQN
V� ODUJHVW� ERUURZHUV��)RU� WKH�PLGGOH�

LQFRPH�FRXQWULHV�� WKH�:RUOG�%DQN�DFWV�PXFK�OLNH�D�FUHGLW�FRRSHUDWLYH�� ,QGHHG�� WKH�%DQN

DFWXDOO\�HDUQV�D�SURILW�RQ�LWV�PLGGOH�LQFRPH�OHQGLQJ��SDUW�RI�ZKLFK�JRHV�WR�FURVV�VXEVLGL]H

OHQGLQJ� WR� ORZHU� LQFRPH� FRXQWULHV�� ,I�� LQ� WKH� IXWXUH�� LW� WXUQV� RXW� WKDW� LPSURYHPHQWV� LQ

FDSLWDO�PDUNHWV�HIIHFWLYHO\�HOLPLQDWH�WKH�YDOXH�RI�WKH�FUHGLW�HQKDQFHPHQW�SURYLGHG�E\�WKH


FUHGLW� FRRSHUDWLYH
�� DQG� WKH�%DQN� LV�XQDEOH� WR� GHOLYHU� QRQ�OHQGLQJ� �NQRZOHGJH�� VHUYLFHV


WKDW�DUH�YDOXHG��WKHQ�PLGGOH�LQFRPH�OHQGLQJ�ZLOO��RYHU�WLPH��GLPLQLVK���

�� ,17(5$&7,216�$021*�*/2%$/�38%/,&�*22'6

:KLOH�WKH�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�QDWXUDOO\�IRFXV�RQ�LVVXHV�RI�HFRQRPLF�JOREDO

SXEOLF�JRRGV�DQG�H[WHUQDOLWLHV��WKHUH�DUH�LPSRUWDQW�LQWHUDFWLRQV�EHWZHHQ�WKHVH�JOREDO�SXEOLF

JRRGV�DQG�RWKHU�SXEOLF�JRRGV�DQG�H[WHUQDOLWLHV��)RU�LQVWDQFH�� WKHUH�LV�D�FOHDU�UHODWLRQVKLS

EHWZHHQ� HFRQRPLF� VWDELOLW\� DQG� JOREDO� VHFXULW\� LVVXHV�� 3ROLFLHV� WKDW� LQFUHDVH

XQHPSOR\PHQW�RU�GUDPDWLFDOO\�ORZHU�UHDO�LQFRPHV�FDQ�DQG�RIWHQ�KDYH�OHG�WR�FLYLO�XQUHVW�

HWKQLF�FRQIOLFW��DQG�VWULIH�QRW�RQO\�ZLWKLQ�FRXQWULHV�EXW�DPRQJ�WKHP��7KH�SROLFLHV�SXUVXHG

LQ�,QGRQHVLD��LQFOXGLQJ�WKH�HOLPLQDWLRQ�RI�WKH�IRRG�DQG�IXHO�VXEVLGLHV�MXVW�DV�LQFRPHV�ZHUH

SOXPPHWLQJ� DQG� XQHPSOR\PHQW� VRDULQJ�� SUHGLFWDEO\� OHG� WR� ULRWV� WKDW� QRW� RQO\� FDXVHG

HQRUPRXV�EORRGVKHG�EXW� IXUWKHU�XQGHUPLQHG� WKH� HFRQRP\��7KH� ,0)�KDV�� DW� RWKHU� WLPHV�

VWURQJO\�XUJHG�-RUGDQ�WR�UHPRYH�IRRG�VXEVLGLHV�DW�D�SDFH�WKDW� WKH�JRYHUQPHQW�IHOW�PLJKW

KDYH�OHG�WR�ULRWV�WKHUH��-RUGDQ
V�JRYHUQPHQW�PDQDJHG�WR�UHVLVW�WKH�,0)�SUHVVXUH��KDG�LW�QRW�
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DQG�KDG� WKH� JRYHUQPHQW
V�ZRUULHV�PDWHULDOL]HG��0LGGOH�(DVW� VHFXULW\� FRXOG� KDYH� FOHDUO\

EHHQ�MHRSDUGL]HG�

+LJK� LQWHUHVW� UDWH� SROLFLHV� DQG� VFDUFLW\� RI� FUHGLW� LQ� ,QGRQHVLD� DQG� HOVHZKHUH� KDYH

FRQWULEXWHG�WR�IDVWHU�H[KDXVWLRQ�RI�QDWXUDO�UHVRXUFHV��&XWWLQJ�GRZQ�IRUHVWV�LV�DQ�HDV\�ZD\

RI� UDLVLQJ� FDVK�� 7KXV�� WKHUH� FDQ� EH� PDUNHG� HQYLURQPHQWDO� FRQVHTXHQFHV� RI� HFRQRPLF

SROLFLHV��$W� WKH� VDPH� WLPH��SXWWLQJ� LQ�SODFH� JRRG�HQYLURQPHQWDO� SROLFLHV�PD\� EH� FRVWO\�

DQG� ZKHQ� WKH� EHQHILWV� DUH� D� JOREDO� SXEOLF� JRRG� �VXFK� DV� UHGXFHG� DWPRVSKHULF

FRQFHQWUDWLRQV�RI�JUHHQKRXVH�JDVHV���LW�LV�DSSURSULDWH�WKDW�WKRVH�PRVW�DEOH�WR�EHDU�WKH�FRVWV

RI� SURYLGLQJ� IRU� WKHVH� JOREDO� SXEOLF� JRRGV� VKRXOG� GR� VR�� 7KH� *OREDO� (QYLURQPHQWDO

)DFLOLW\�DGPLQLVWHUHG�E\�WKH�:RUOG�%DQN�SURYLGHV�VRPH�IXQGV��EXW�FOHDUO\�PRUH�IXQGV�DUH

QHHGHG��7KH�%DQN�KDV�EHHQ�XVLQJ�VRPH�RI� LWV� 
OHYHUDJH
� WR�DGYDQFH�EHWWHU�HQYLURQPHQWDO

SROLFLHV�� IRU� H[DPSOH�E\� HQFRXUDJLQJ� WKH� HOLPLQDWLRQ�RI� HQHUJ\� VXEVLGLHV�� DQ� DFWLRQ� WKDW

ZRXOG�ERWK�LPSURYH�WKH�HQYLURQPHQW�DQG�HFRQRPLF�SHUIRUPDQFH�

6LPLODUO\��:RUOG� %DQN� KHDOWK� SURJUDPPHV� FDQ� QRW� RQO\� EH� RI� HQRUPRXV� EHQHILW� WR� WKH

SHRSOH�LQ�WKH�FRXQWU\��EXW�FDQ�DOVR�UHGXFH�WKH�JOREDO�WKUHDW�RI�FRQWDJLRXV�GLVHDVHV��,Q�WKDW

ZD\��WKH�:RUOG�%DQN�FRQWULEXWHV�WR�DQRWKHU�RQH�RI�WKH�JOREDO�SXEOLF�JRRGV�

�� &21&/86,216

7KH� UHFRJQLWLRQ� WKDW� WKHUH� DUH� JOREDO� SXEOLF� JRRGV� DQG� JOREDO� H[WHUQDOLWLHV�� UHTXLULQJ

FROOHFWLYH�DFWLRQ�DW� WKH�JOREDO� OHYHO��UHSUHVHQWV�D�PDMRU�FKDQJH�LQ�WKLQNLQJ��5HVHDUFK�KDV

GHPRQVWUDWHG�WKH�GLIILFXOWLHV�ZLWKLQ�FRXQWULHV�RI�FROOHFWLYH�DFWLRQ��0DUNHWV�E\�WKHPVHOYHV
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DUH� SRZHUIXO�� EXW� LPSRUWDQW� DQG� H[WHQVLYH� PDUNHW� IDLOXUHV� SURYLGH� VFRSH� IRU� FROOHFWLYH

DFWLRQ�� 8QIRUWXQDWHO\�� WKDW� FROOHFWLYH� DFWLRQ� GRHV� QRW� DOZD\V� ZRUN� DV� ZH� ZRXOG� KRSH�

$JHQF\�SUREOHPV�DUH�SHUYDVLYH��3XEOLF�ERGLHV�DUH�VRPHWLPHV�FDSWXUHG�E\�VSHFLDO�LQWHUHVW

JURXSV��DQG�SROLWLFLDQV�VRPHWLPHV�SXUVXH�DJHQGDV�RI�WKHLU�RZQ��/LPLWHG�FRPSHWLWLRQ�LQ�WKH

SURYLVLRQ�RI�SXEOLF�JRRGV�KDV�DGYHUVH�HIIHFWV�RQ�HIILFLHQF\�DQG�HIIHFWLYHQHVV�

7R�GDWH��XQIRUWXQDWHO\��FROOHFWLYH�DFWLRQ�DW�WKH�LQWHUQDWLRQDO�OHYHO�KDV�QRW�EHHQ�VXEMHFWHG�WR

WKH�VDPH�NLQG�RI�DQDO\WLF�VFUXWLQ\� WKDW�KDV�RFFXUUHG�DW� WKH�QDWLRQDO�DQG� ORFDO� OHYHO��7KLV

FKDSWHU� LV� LQWHQGHG� WR�EH�DQ� LQLWLDO�FRQWULEXWLRQ�� LGHQWLI\LQJ� WKH�REMHFWLYHV� �WKH� UDWLRQDOHV

IRU� JOREDO� FROOHFWLYH� DFWLRQ��� ,W� DOVR� EHJLQV� WR� DVVHVV� ZKHWKHU� SROLFLHV� KDYH� EHHQ� ZHOO

GLUHFWHG�DW�DFKLHYLQJ� WKRVH�REMHFWLYHV��RU��DV�VR�RIWHQ�KDSSHQV� DW� WKH�QDWLRQDO� OHYHO�� WKH\

PRUH�DFFXUDWHO\�UHIOHFW�WKH�LQWHUHVWV�RI�WKH�EXUHDXFUDWV�WKDW�UXQ�LQWHUQDWLRQDO�LQVWLWXWLRQV�RU

WKH�VSHFLDO�LQWHUHVWV�WKDW�WKH\�VHUYH�

0RUH� EURDGO\�� DW� WKH� LQWHUQDWLRQDO� OHYHO�� FROOHFWLYH� DFWLRQ� LV�� LI� DQ\WKLQJ�� HYHQ� PRUH

GLIILFXOW��7KH� LQWHUQDWLRQDO�FRPPXQLW\��KDYLQJ� UHFRJQL]HG� WKH�QHHG� IRU�FROOHFWLYH�DFWLRQ�

KDV�EHHQ�VWUXJJOLQJ�ZLWK�WKH�SUREOHP�RI�JOREDO�JRYHUQDQFH�ZLWKRXW�JOREDO�JRYHUQPHQW��,Q

VRPH�DUHQDV� WKHUH�KDV�EHHQ�PRUH� UHOLDQFH�RQ� FRQVHQVXV�� LQ�RWKHU� DUHQDV�� WKHUH�KDV�EHHQ

PRUH� GHOHJDWLRQ� WR� VSHFLDOL]HG� ERGLHV�� VXSSRVHGO\� UXQ� E\� 
H[SHUWV�
� ZLWK� OLWWOH� GLUHFW

DFFRXQWDELOLW\�

7KH�WZR�DUHQDV�LQ�ZKLFK�JOREDO�FROOHFWLYH�DFWLRQ�KDV�EHHQ�PRVW�DGYDQFHG²UHIOHFWLQJ�WKHLU

LPSRUWDQFH²UHODWH�WR�LQWHUQDWLRQDO�HFRQRPLF�DQG�SROLWLFDO�VWDELOLW\��,Q�WKLV�FKDSWHU��,�KDYH

WULHG� WR� DUJXH� WKDW� ZKLOH� WKHUH� LV� D� UHDO� UDWLRQDOH� IRU� FROOHFWLYH� DFWLRQ�� WKH� DFWLRQV

XQGHUWDNHQ� E\� WKH� ,0)� KDYH� DUJXDEO\� QRW� EHHQ� ZHOO� GLUHFWHG� DW� FRUUHFWLQJ� WKH� PDUNHW



����

IDLOXUH�� ,Q�VRPH�FDVHV�� LW�PD\�DFWXDOO\�KDYH�H[DFHUEDWHG� WKH�SUREOHPV�� ,�KDYH�VSHFXODWHG

DERXW�ZK\� WKDW�PLJKW� EH� WKH� FDVH�� DQG� KDYH� SURSRVHG� UHIRUPV� WKDW�PLJKW� JR� VRPH�ZD\

WRZDUG�PDNLQJ� LW�PRUH� OLNHO\� WKDW� LWV� SROLFLHV�ZLOO� QRW�RQO\�EH�PRUH� HIIHFWLYH�� EXW�PRUH

GLUHFWHG�DW�FRUUHFWLQJ�JOREDO�HFRQRPLF�PDUNHW�IDLOXUHV�

127(6

��7KH�*���LV�WKH�HXSKHPLVP�IRU�WKH�ODUJHVW�VKDUHKROGHU�LQ�ERWK�RI�WKH�%UHWWRQ�:RRGV�LQVWLWXWLRQV��WKH�8QLWHG

6WDWHV��ZKLFK�DFWXDOO\�KDV�YHWR�SRZHU�LQ�WKH�PDQ\�GHFLVLRQV�RI�WKH�,0)�WKDW�UHTXLUH�D�VXSHU�PDMRULW\�YRWH�

��6HH�:RUOG�%DQN������D��

��6HH��IRU�H[DPSOH��6WLJOLW]��������

��6HH��H�J��)XUPDQ�DQG�6WLJOLW]��������DQG�6WLJOLW]��������

�� ,W� VKRXOG� EH� FOHDU��PDQ\� RI� WKH� SROLFLHV� DGYRFDWHG� E\� WKH� ,0)� DUH� WKRVH� DERXW� ZKLFK� WKHUH� LV� D� EURDG

DJUHHPHQW�DPRQJ�HFRQRPLVWV�DQG�WKDW�DUH�DOPRVW�VXUHO\�LQ�WKH�EURDG�QDWLRQDO�LQWHUHVW��7KH�LVVXH�LV�WKDW�WKH

,0)�VRPHWLPHV²RIWHQ²JRHV�ZHOO�EH\RQG�WKHVH�SROLFLHV�

��)RU�D�UHYLHZ�RI�WKHVH�DUJXPHQWV��VHH�6WLJOLW]���������DQG�+HOOPDQQ��0XUGRFN��DQG�6WLJOLW]��������

��7KH�,0)�RIWHQ�WULHV� WR�VKLIW�EODPH²LW� LV�SHUIHFWO\�ZLOOLQJ� WR�GLVFORVH�PRUH��EXW�FDQ�RQO\�GR�VR�ZLWK� WKH

DJUHHPHQW�RI�WKH�FRXQWU\��7KHUH�DUH�VRPH�LQVWDQFHV�LQ�ZKLFK�WKHUH�DUH�JRRG�UHDVRQV�IRU�PDLQWDLQLQJ�VRPH

GHJUHH�RI�VHFUHF\��DQ�DQDO\VLV�RI�D�EDQNLQJ�V\VWHP�WKDW�VKRZV�WKDW�LW�LV�DERXW�WR�FROODSVH�ZRXOG�SUHFLSLWDWH�D

UXQ²SUHFLVHO\�WKH�HYHQW�WKDW�WKH�DXWKRULWLHV�DUH�WU\LQJ�WR�DYRLG��%XW�WKHVH�LQVWDQFHV�DUH�PRUH�WKH�H[FHSWLRQ

WKDQ�WKH�UXOH��7KH�,0)�KDV�VKRZQ�OLWWOH�KHVLWDWLRQ�LQ�LPSRVLQJ�FRQGLWLRQV�RQ�FRXQWULHV�WKDW�JR�ZHOO�EH\RQG

WKH�VLWXDWLRQ�RU�FULVLV�WKDW�LV�LWV�LPPHGLDWH�FRQFHUQ��,V�WKHUH�D�UHDVRQ�WKDW�LW�FRXOG�QRW�UHTXLUH�PXFK�EURDGHU

WUDQVSDUHQF\�DV�D�FRQGLWLRQ�RI� IXQGV²WKXV� UHPRYLQJ�RQH�RI� LWV�PDMRU� H[FXVHV� IRU� QRQ�GLVFORVXUH�� DW� OHDVW

ZLWK�UHJDUG�WR�FRXQWULHV�UHFHLYLQJ�DVVLVWDQFH"

��6RPH�DUJXH�WKDW�P\�UDLVLQJ�WKH�LVVXH�RI�GHPRFUDF\�LV�EHVLGH�WKH�SRLQW�� WKH�$UWLFOHV�RI�$JUHHPHQW�RI�WKH

)XQG� DQG� WKH� %DQN� H[SOLFLWO\� SUHFOXGH� WKH� LQVWLWXWLRQV
� HQJDJLQJ� LQ� SROLWLFDO� PDWWHUV²DQG� WKH� IRFXV� RQ

HFRQRPLFV� UDWKHU� WKDQ�SROLWLFV�KDV� LQ� IDFW�EHHQ�RQH�RI� WKH�JUHDW� VRXUFHV�RI� VWUHQJWK�RI� WKH�%UHWWRQ�:RRGV
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LQVWLWXWLRQV��:KLOH�WKLV�PD\�EH�WUXH��WZR�SRLQWV�VKRXOG�EH�PDGH�LQ�UHSO\��ILUVW��ZKDW�,�DP�GLVFXVVLQJ�KHUH�LV

QRW�WKH�LPSRVLWLRQ�RI�SROLWLFDO�FRQGLWLRQDOLW\��EXW�WKH�UHFRJQLWLRQ�WKDW�WKH�ZD\�WKDW�WKH�)XQG�LQWHUDFWV�ZLWK�WKH

FRXQWU\�DIIHFWV�SROLWLFDO�SURFHVVHV²LW�DIIHFWV�ZKHWKHU�GHPRFUDWLF�SURFHVVHV�DUH�VWUHQJWKHQHG�RU�ZHDNHQHG�

7KH�ZD\�LW�RSHUDWHV�VKRXOG�WDNH�WKHVH�FRQVHTXHQFHV�LQWR�DFFRXQW��6HFRQGO\��LQ�IDFW�WKH�)XQG��DQG�WKH�%DQN�

DOZD\V�HQWHU�LQWR�SROLWLFDO�DUHQDV��LQGHHG��RQH�RI�P\�FULWLFLVPV�LV�WKDW�WKH\�GR�VR�PRUH�WKDQ�LV�QHFHVVDU\�IRU

WKH� DFFRPSOLVKPHQW� RI� WKHLU� HFRQRPLF� REMHFWLYHV�� ,� KDYH� DOUHDG\� UHIHUUHG� WR� WKH� IDFW� WKDW� WKH� FRQGLWLRQV

LPSRVHG� LQ� WLPHV� RI� FULVLV� UHDFK� RXW� LQWR� SROLWLFDO� DUHDV�� �6HH� DOVR�� )HOGVWHLQ� ������� -XGJHPHQWV� DERXW

ZKHWKHU� WR� SULYDWL]H� SXEOLF� SHQVLRQ� V\VWHPV�� RU� DWWHPSW� WR� LPSURYH� WKH� SHUIRUPDQFH� RI� WKH� SXEOLF

SURJUDPPHV��UHVW�ODUJHO\�RQ�SROLWLFDO�HFRQRP\�DUJXPHQWV��0RUH�EURDGO\��SROLWLFDO� MXGJPHQWV�DUH�SHUYDVLYH

LQ�)XQG�SURJUDPPHV�

��7KHUH�LV�DOVR�FRQVLGHUDEOH�HYLGHQFH�WKDW�FRQGLWLRQDOLW\�LV�DFWXDOO\�LQHIIHFWLYH�LQ�DFKLHYLQJ�
EHWWHU
�SROLFLHV�

6HH�� H�J�� :RUOG� %DQN� �����E��� )RU� D� IXOOHU� GLVFXVVLRQ� RI� WKH� UROH�� HIIHFWLYHQHVV�� DQG� FRQVHTXHQFHV� RI

FRQGLWLRQDOLW\��VHH�&ROOLHU��������

���2WKHU��PRUH�QHIDULRXV��UHDVRQV�KDYH�EHHQ�VXJJHVWHG�IRU�WKH�VXVSHQVLRQ�RI�WKH�,0)�SURJUDPPH��(WKLRSLD

UHSDLG� D� KLJK� LQWHUHVW� ORDQ� WR� DQ� $PHULFDQ� EDQN� HDUO\�� ZLWKRXW� DVNLQJ� 
SHUPLVVLRQ
� RI� WKH� ,0)�� 6RPH

VXVSHFWHG�WKDW�LW�ZDV�QR�VXUSULVH�WKDW�WKH�8�6��ZDV�SDUWLFXODUO\�FULWLFDO�RI�WKLV�DFWLRQ��WKRXJK�IHZ�GLVDJUHHG

WKDW� LW� ZDV� D� UHDVRQDEOH� DFWLRQ�� LQ� WHUPV� RI� VWUHQJWKHQLQJ� WKH� FRXQWU\
V� ILQDQFLDO� SRVLWLRQ²ZKDW� LW� ZDV

HDUQLQJ�RQ� WKH�UHVHUYHV�XVHG� WR� UHSD\� WKH� ORDQ�ZDV� IDU� OHVV� WKDQ�ZKDW� LW� HQGHG�XS�SD\LQJ� WR� WKH�$PHULFDQ

EDQN��

���(YHQ�ZKHQ�WKH�DJHQF\�GRHV�QRW�DFW�EDGO\��WKH�VXVSLFLRQ�WKDW�LW�PLJKW�DGYHUVHO\�DIIHFWV�FUHGLELOLW\��7KXV�

LQ�WKH�PLG�����V�� LQ�WKH�8QLWHG�6WDWHV�� WKHUH�ZDV�D�PDMRU�GHEDWH�DERXW�ELDVHV� LQ� WKH�FRQVXPHU�SULFH� LQGH[

�&3,��� 6SHDUKHDGHG� E\� D� EL�SDUWLVDQ� &RQJUHVVLRQDO� FRPPLVVLRQ� FKDLUHG� E\� WKH� IRUPHU� FKDLUPDQ� RI� WKH

&RXQFLO�RI�(FRQRPLF�$GYLVHUV��0LFKDHO�%RVNLQ��D�FRQVHQVXV�GHYHORSHG�WKDW�WKH�&3,�RYHUVWDWHG�WKH�UDWH�RI

LQIODWLRQ� E\� EHWZHHQ� �� DQG� �� SHUFHQWDJH� SRLQWV� D� \HDU²D� VLJQLILFDQW� DPRXQW�� 7KH� GLVFUHSDQF\� KDG

LPSOLFDWLRQV�IRU�D�YDULHW\�RI�DUHDV��LQFOXGLQJ�MXGJPHQWV�DERXW�WKH�VHULRXVQHVV�RI�LQIODWLRQ�DQG�WKH�LQGH[LQJ�RI

VRFLDO�VHFXULW\�SD\PHQWV�DQG�ZDJHV�ZLWK�FRVW�RI� OLYLQJ� LQFUHDVHV��'HWHUPLQDWLRQ�RI� WKH�&3,� LV�HQWUXVWHG� WR

WKH� 'HSDUWPHQW� RI� /DERU�� ZKLFK� KDV� FORVH� WLHV� WR� WKH� ODERU� PRYHPHQW�� 8QLRQV� ZHUH� FRQFHUQHG� WKDW� D

GRZQZDUG� UHYLVLRQ� RI� WKH� &3,� ZRXOG� DGYHUVHO\� DIIHFW� ZRUNHUV��:KHQ� WKH� 'HSDUWPHQW� RI� /DERU� UHVLVWHG

PDNLQJ�FKDQJHV�LQ�WKH�&3,��DW�OHDVW�DW�WKH�VSHHG�WKDW�FULWLFV�RI�WKH�LQGH[�WKRXJKW�GHVLUDEOH���VRPH�DWWULEXWHG�LW

WR�JHQHUDO�EXUHDXFUDWLF�FRQVHUYDWLVP��EXW�RWKHUV�VDZ�D�FRQIOLFW�RI�LQWHUHVW�

��� $QG� LQGHHG�� RQH� RI� WKH� PDLQ� LWHPV� LQ� WKH� ,0)� DJHQGD� LQ� UHFHQW� \HDUV� KDV� EHHQ� WR� LQFUHDVH� WKH

LQGHSHQGHQFH� RI� WKH� FHQWUDO� EDQNV²PDNLQJ� WKHPVHOYHV� DFFRXQWDEOH� WR� WKRVH� ZKR� DUH� HYHQ� OHVV

GHPRFUDWLFDOO\�DFFRXQWDEOH�

���)RU�PRUH� H[WHQVLYH�GLVFXVVLRQV�RI� WKH�NLQGV�RI� UHIRUPV� WKDW�PLJKW� EH� GHVLUDEOH�� VHH� ,QGHSHQGHQW�7DVN

)RUFH���������0HOW]HU�&RPPLVVLRQ���������DQG�2YHUVHDV�'HYHORSPHQW�&RXQFLO��������



����

���)RU�D�GLVFXVVLRQ�RI�WKHVH�LVVXHV��VHH�:RUOG�%DQN������F��

���7KXV��,�GLVDJUHH�ZLWK� WKH�0HOW]HU�&RPPLVVLRQ�UHSRUW
V� UHFRPPHQGDWLRQ� WKDW� WKH�:RUOG�%DQN�ZLWKGUDZ

FRPSOHWHO\� IURP� PLGGOH� LQFRPH� OHQGLQJ�� 7KHUH� LV� D� VPDOO� LPSOLFLW� VXEVLG\� �DVVRFLDWHG� ZLWK� WKH� FUHGLW

HQKDQFHPHQW�SURYLGHG�E\� WKH�%DQN
V�RULJLQDO�FDSLWDO�FRQWULEXWLRQV�DQG� WKH�SRWHQWLDO� IXUWKHU�EDFNLQJ�RI� WKH


VKDUHKROGHUV
� VKRXOG� WKDW� SURYH� LQVXIILFLHQW��� EXW�� WDNLQJ� DFFRXQW� RI� WKH� FURVV�VXEVLG\� WR� ORZ� LQFRPH

FRXQWULHV��SRVVLEO\�WKH�QHW�HIIHFW�LV�D�WD[�RQ�PLGGOH�LQFRPH�OHQGLQJ�

5()(5(1&(6

&ROOLHU�� 3DXO� �������� 
&RQVHQVXV�%XLOGLQJ�� .QRZOHGJH�� DQG� &RQGLWLRQDOLW\�
� 3DSHU

SUHVHQWHG� DW� WKH� ,QWHUQDWLRQDO� 6\PSRVLXP� RQ� *OREDO� )LQDQFH� DQG� 'HYHORSPHQW�

0LQLVWU\�RI�)LQDQFH�RI�-DSDQ�DQG�:RUOG�%DQN������0DUFK��7RN\R� �������

'H�*UHJRULR�� -RVp�� %DUU\� (LFKHQJUHHQ�� 7DNDWRVKL� ,WR�� DQG� &KDUOHV�:\SORV]� ��������$Q

,QGHSHQGHQW� DQG� $FFRXQWDEOH� ,0)�� *HQHYD� 5HSRUWV� RQ� WKH� :RUOG� (FRQRP\

5HSRUW����*HQHYD��,QWHUQDWLRQDO�&HQWHU�IRU�0RQHWDU\�DQG�%DQNLQJ�6WXGLHV�

)HOGVWHLQ��0DUWLQ���������
5HIRFXVLQJ�WKH�,0)�
�)RUHLJQ�$IIDLUV����������������

)XUPDQ�� -DVRQ�� DQG� -RVHSK� (�� 6WLJOLW]� �������� 
(FRQRPLF�&ULVHV�� (YLGHQFH� DQG� ,QVLJKWV

IURP�(DVW�$VLD
��%URRNLQJV�3DSHUV�RQ�(FRQRPLF�$FWLYLW\�����������

+HOOPDQQ��7KRPDV��.HYLQ�0XUGRFN��DQG�-RVHSK�(��6WLJOLW]���������
/LEHUDOL]DWLRQ��0RUDO

+D]DUG�LQ�%DQNLQJ�DQG�3UXGHQWLDO�5HJXODWLRQ��$UH�&DSLWDO�5HTXLUHPHQWV�(QRXJK"


$PHULFDQ�(FRQRPLF�5HYLHZ��IRUWKFRPLQJ�

,QGHSHQGHQW�7DVN�)RUFH� �������� 
6DIHJXDUGLQJ�3URVSHULW\� LQ� D�*OREDO� )LQDQFLDO� 6\VWHP�

7KH� )XWXUH� ,QWHUQDWLRQDO� )LQDQFLDO� $UFKLWHFWXUH
�� 5HSRUW� RI� DQ� ,QGHSHQGHQW� 7DVN

)RUFH�VSRQVRUHG�E\�WKH�&RXQFLO�RQ�)RUHLJQ�5HODWLRQV��1HZ�<RUN�

0HOW]HU� &RPPLVVLRQ� �������� 
5HSRUW� RI� WKH� ,QWHUQDWLRQDO� )LQDQFLDO� ,QVWLWXWLRQ� $GYLVRU\

&RPPLVVLRQ
��0DUFK��:DVKLQJWRQ��'&�
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2YHUVHDV� 'HYHORSPHQW� &RXQFLO� �������� 
7KH� )XWXUH� 5ROH� RI� WKH� ,0)� LQ� 'HYHORSPHQW
�

2'&�7DVN�)RUFH�5HSRUW��$SULO��:DVKLQJWRQ��'&��2'&�

6WLJOLW]��-RVHSK�(����������
7KH�7KHRU\�RI�,QWHUQDWLRQDO�3XEOLF�*RRGV�DQG�WKH�$UFKLWHFWXUH

RI� ,QWHUQDWLRQDO� 2UJDQL]DWLRQV
�� 3DSHU� SUHVHQWHG� DW� WKH� PHHWLQJ� RI� +LJK� /HYHO

*URXS�RQ�'HYHORSPHQW�6WUDWHJ\� DQG�0DQDJHPHQW�RI� WKH�0DUNHW�(FRQRP\������

-XO\��+HOVLQNL��)LQODQG��818�:,'(5�

6WLJOLW]�� -RVHSK� (�� �������� 
6RPH� /HVVRQV� IURP� WKH� (DVW� $VLDQ� 0LUDFOH
��:RUOG� %DQN

5HVHDUFK�2EVHUYHU���������$XJXVW�����±���

6WLJOLW]�� -RVHSK� (�� �������� 
0XVW� )LQDQFLDO� &ULVHV� %H� 7KLV� )UHTXHQW� DQG� 7KLV� 3DLQIXO"


0F.D\�/HFWXUH�����6HSWHPEHU��3LWWVEXUJK��3$�

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

%H\RQG�)LQDQFLDO�&ULVLV�:DVKLQJWRQ��'&��:RUOG�%DQN�

:RUOG� %DQN� �����E��� $VVHVVLQJ� $LG�� :KDW� :RUNV�� :KDW� 'RHVQ
W�� DQG� :K\�� 3ROLF\

5HVHDUFK�5HSRUW��1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV�IRU�WKH�:RUOG�%DQN�

:RUOG�%DQN������F���:RUOG�'HYHORSPHQW�5HSRUW��.QRZOHGJH� IRU�'HYHORSPHQW���������

1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV�IRU�WKH�:RUOG�%DQN�
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UHFHLYHG���WK�0D\������/5���ILQDO�




