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,QWURGXFWLRQ�
3HUKDSV�WKH�WLPH�LV�SDVW�IRU�WKH�FRPSUHKHQVLYH��JUDQG��YLVLRQ��,Q�VRPH�ZD\V��LW�ZDV�D�QHFHVVDU\�

VXEVWLWXWH�IRU�LJQRUDQFH��D�FRPSHQVDWLRQ�LQ�EUHDGWK�IRU�WKH�ODFN�RI�GHSWK�LQ�PDQ
V�XQGHUVWDQGLQJ�RI KLV�ZRUOG��%XW�
HYHQ�LI�WKLV�LV�VR��WKH�UHVXOW�RI�PRUH�NQRZOHGJH�PD\�EH�JUHDWHU�LJQRUDQFH²RU��DW�OHDVW��WKH�IHHOLQJ�RI�LJQRUDQFH²�
DERXW�ZKHUH�ZH�DUH�DQG�ZKHUH�ZH�DUH�KHDGLQJ��DQG�SDUWLFXODUO\�ZKHUH�ZH�VKRXOG�KHDG��WKDQ�ZDV�WUXH�ZKHQ�LQ�
IDFW�ZH�NQHZ�OHVV�EXW�WKRXJKW�ZH�NQHZ�PRUH��

,�DP�QRW�VXUH�WKDW�WKLV�QHHG�EH�VR��,Q�DQ\�FDVH��,�DP�QRW�VDWLVILHG�ZLWK�WKH�IUDJPHQWHG��PLFURVFRSLF�
XQGHUVWDQGLQJ�RI�WKH�SDUWV��DQG�,�IHHO�WKH�QHHG�IRU�VRPH²HYHQ�LI�FUXGH²DSSUR[LPDWLRQ�RI�D�ODUJHU�SHUVSHFWLYH��
7KLV�ERRN�LV�DQ�HIIRUW�WR�SURYLGH�VXFK�D�SHUVSHFWLYH��,W�LV�DQ�DWWHPSW�WR�GHILQH�WKH�PHDQLQJ²ZLWKLQ�D�G\QDPLF�
IUDPHZRUN²RI�D�PDMRU�DVSHFW�RI�RXU�FRQWHPSRUDU\�UHDOLW\��WKH�HPHUJLQJ�JOREDO�SROLWLFDO�SURFHVV�ZKLFK�
LQFUHDVLQJO\�EOXUV�WKH�WUDGLWLRQDO�GLVWLQFWLRQV�EHWZHHQ�GRPHVWLF DQG�LQWHUQDWLRQDO�SROLWLFV��,Q�ZRUNLQJ�WRZDUG�WKDW�
GHILQLWLRQ��,�VKDOO�IRFXV�SDUWLFXODUO\�RQ�WKH�PHDQLQJ�IRU�WKH�8QLWHG�6WDWHV�RI�WKH�HPHUJHQFH�RI�WKLV�SURFHVV��
VHHNLQJ�WR�GUDZ�LPSOLFDWLRQV�IURP�DQ�H[DPLQDWLRQ�RI�WKH�IRUFHV�WKDW�DUH�PROGLQJ�LW��

7LPH�DQG�VSDFH�VKDSH�RXU�SHUFHSWLRQ�RI�UHDOLW\��7KH�VSHFLILF�PRPHQW�DQG�WKH�SDUWLFXODU�VHWWLQJ�GLFWDWH�
WKH�ZD\�LQWHUQDWLRQDO�HVWLPDWHV�DQG�SULRULWLHV�DUH�GHILQHG��6RPHWLPHV��ZKHQ�WKH�PRPHQW�LV�KLVWRULFDOO\��ULSH���WKH�
VHWWLQJ�DQG�WKH�WLPH�PD\�FRDOHVFH�WR�SURYLGH�D�VSHFLDO�LQVLJKW��$�SHUFHSWLYH�IRUPXOD�LV�HDVLHU�WR�DUWLFXODWH�LQ�D�
PRPHQW�RI�VSHFLDO�VWUHVV��&RQGLWLRQV�RI�ZDU��FULVLV��WHQVLRQ�DUH�LQ�WKDW�VHQVH�SDUWLFXODUO\�IHUWLOH��7KH�VLWXDWLRQ�RI�
FULVLV�SHUPLWVVKDUSHU�YDOXH�MXGJPHQWV��LQ�NHHSLQJ�ZLWK�PDQ
V�DQFLHQW�SURFOLYLW\�IRU�GLYLGLQJ�KLV�UHDOLW\�LQWR�JRRG�
DQG�HYLO���0DU[LVW�GLDOHFWLF�LV�FOHDUO\�LQ�WKLV�WUDGLWLRQ��DQG�LW�LQIXVHV�PRUDO�GLFKRWRP\�LQWR�HYHU\�DVVHVVPHQW���%XW�
VKRUW�RI�WKDW�FULWLFDO�FRQGLWLRQ²ZKLFK�LQ�LWV�PRVW�H[WUHPH�IRUP�LQYROYHV�WKH�DOWHUQDWLYHV�RI�ZDU�RU�SHDFH²�
JOREDO�SROLWLFV�GR�QRW�OHQG�WKHPVHOYHV�WR�SDW�IRUPXODWLRQV�DQG�FOHDU�FXW�SUHGLFWLRQV��HYHQ�LQ�D�VHWWLQJ�RI�H[WHQVLYH�
FKDQJH��$V�D�UHVXOW²LQ�PRVW�WLPHV²LW�LV�H[WUDRUGLQDULO\�GLIILFXOW�WR�OLEHUDWH�RQHVHOI�IURP�WKH�FRQILQLQJ�LQIOXHQFH�
RI�WKH�LPPHGLDWH�DQG�WR�SHUFHLYH²IURP�D�GHWDFKHG�SHUVSHFWLYH²WKH�EURDGHU�VZHHS�RI�HYHQWV��

$Q\�DEVWUDFW�DWWHPSW�WR�DUULYH�DW�D�FDSVXOH�IRUPXOD�LV�ERXQG�WR�FRQWDLQ�D�PHDVXUH�RI�GLVWRUWLRQ��7KH�
LQIOXHQFHV�WKDW�FRQGLWLRQ�UHODWLRQV�DPRQJ�VWDWHV�DQG�WKH�EURDG�HYROXWLRQ�RI LQWHUQDWLRQDO�DIIDLUV�DUH�WRR�YDULRXV��
1RQHWKHOHVV��DV�ORQJ�DV�ZH�DUH�DZDUH�WKDW�DQ\�VXFK�IRUPXODWLRQ�LQHVFDSDEO\�FRQWDLQV�D�JHUP�RI�IDOVHKRRG²�DQG�
KHQFH�PXVW�EH�WHQWDWLYH²WKH�DWWHPSW�UHSUHVHQWV�DQ�DGYDQFH�WRZDUG�DW�OHDVW�D�SDUWLDO�XQGHUVWDQGLQJ��7KH�
DOWHUQDWLYH�LV�FDSLWXODWLRQ�WR�FRPSOH[LW\��WKH�DGPLVVLRQ�WKDW�QR�VHQVH�FDQ�EH�H[WUDFWHG�IURP�ZKDW�LV�KDSSHQLQJ��
7KH�FRQVHTXHQW�WULXPSK�RI�LJQRUDQFH�H[DFWV�LWV�RZQ�WULEXWH�LQ�WKH�IRUP�RI�XQVWDEOH�DQG�UHDFWLYH�SROLFLHV��WKH�
VXEVWLWXWLRQ�RI�VORJDQV�IRU�WKRXJKW� WKH�ULJLG�DGKHUHQFH�WR�JHQHUDOL]HG�IRUPXODV�PDGH�LQ�DQRWKHU�DJH�DQG�LQ�
UHVSRQVH�WR�FLUFXPVWDQFHV�WKDW�DUH�GLIIHUHQW�LQ�HVVHQFH�IURP�RXU�RZQ��HYHQ�LI�VXSHUILFLDOO\�VLPLODU��

7RGD\��WKH�PRVW�LQGXVWULDOO\�DGYDQFHG�FRXQWULHV��LQ�WKH�ILUVW�LQVWDQFH��WKH�8QLWHG�6WDWHV��DUH�EHJLQQLQJ�
WR�HPHUJH�IURP�WKH�LQGXVWULDO�VWDJH�RI�WKHLU�GHYHORSPHQW��7KH\�DUH�HQWHULQJ�DQ�DJH�LQ�ZKLFK�WHFKQRORJ\�DQG�
HVSHFLDOO\�HOHFWURQLFV²KHQFH�P\�QHRORJLVP��WHFKQHWURQLF��²DUH�LQFUHDVLQJO\�EHFRPLQJ�WKH�SULQFLSDO�
GHWHUPLQDQWV�RI�VRFLDO�FKDQJH��DOWHULQJ�WKH�PRUHV��WKH�VRFLDO�VWUXFWXUH��WKH�YDOXHV��DQG�WKH�JOREDO�RXWORRN�RI�
VRFLHW\��$QG�SUHFLVHO\�EHFDXVH�WRGD\�FKDQJH�LV�VR�UDSLG�DQG�VR�FRPSOH[��LW�LV�SHUKDSV�PRUH�LPSRUWDQW�WKDQ�HYHU�
EHIRUH�WKDW�RXU�FRQGXFW�RI�IRUHLJQ�DIIDLUV�EH�JXLGHG�E\�D�VHQVH�RI�KLVWRU\²DQG�WR�VSHDN�RI�KLVWRU\�LQ�WKLV�
FRQWH[W�LV�WR�VSHDN�VLPXOWDQHRXVO\�RI�WKH�SDVW�DQG�RI�WKH�IXWXUH��

6LQFH�LW�IRFXVHV�RQ�LQWHUQDWLRQDO�DIIDLUV��WKLV�ERRN�LV�DW�PRVW�RQO\�D�YHU\�SDUWLDO�UHVSRQVH�WR�WKH�QHHG�IRU�
D�PRUH�FRPSUHKHQVLYH�DVVHVVPHQW��,W LV�QRW�DQ�DWWHPSW�WR�VXP�XS�WKH�KXPDQ�FRQGLWLRQ��WR�FRPELQH�SKLORVRSK\�
DQG�VFLHQFH��WR�SURYLGH�DQVZHUV�WR�PRUH�SHUSOH[LQJ�TXHVWLRQV�FRQFHUQLQJ�RXU�UHDOLW\��,W�LV�PXFK�PRUH�PRGHVW�
WKDQ�WKDW��DQG�\HW�,�DP�XQHDVLO\�DZDUH�WKDW�LW�LV�DOUHDG\�PXFK�WRR�DPELWLRXV��EHFDXVH�LW�XQDYRLGDEO\�WRXFKHV�RQ�
DOO�WKHVH�LVVXHV��

7KH�ERRN�LV�GLYLGHG�LQWR�ILYH�PDMRU�SDUWV��7KH�ILUVW�GHDOV�ZLWK�WKH�LPSDFW�RI�WKH�VFLHQWLILF�WHFKQRORJLFDO�
UHYROXWLRQ�RQ�ZRUOG�DIIDLUV�LQ�JHQHUDO��GLVFXVVLQJ�PRUH�VSHFLILFDOO\�WKH�DPELJXRXV�SRVLWLRQ�RI WKH�SULQFLSDO�
GLVVHPLQDWRU�RI�WKDW�UHYROXWLRQ²WKH�8QLWHG�6WDWHV²DQG�DQDO\]LQJ�WKH�HIIHFWV�RI�WKH�UHYROXWLRQ�RQ�WKH�VR�FDOOHG�
7KLUG�:RUOG��7KH�VHFRQG�SDUW�H[DPLQHV�KRZ�WKH�IRUHJRLQJ�FRQVLGHUDWLRQV�KDYH�DIIHFWHG�WKH�FRQWHQW��VW\OH��DQG�
IRUPDW�RI�PDQ
V�SROLWLFDO�RXWORRN�RQ�KLV�JOREDO�UHDOLW\��ZLWK�SDUWLFXODU�UHIHUHQFH�WR�WKH�FKDQJLQJ�UROH�RI�LGHRORJ\��
7KH�WKLUG�SDUW�DVVHVVHV�WKH�FRQWHPSRUDU\�UHOHYDQFH�RI�FRPPXQLVP�WR�SUREOHPV�RI�PRGHUQLW\��ORRNLQJ�ILUVW�DW�WKH�
H[SHULHQFH�RI�WKH�6RYLHW�8QLRQ�DQG�WKHQ�H[DPLQLQJ�WKH�RYHU�DOO�FRQGLWLRQ�RI�LQWHUQDWLRQDO�FRPPXQLVP�DV�D�
PRYHPHQW�WKDW�RQFH�VRXJKW�WR�FRPELQH�LQWHUQDWLRQDOLVP�DQG�KXPDQLVP��7KH�IRXUWK�SDUW�IRFXVHV�RQ�WKH�8QLWHG�
6WDWHV��D�VRFLHW\�WKDW�LV�ERWK�D�VRFLDO�SLRQHHU�DQG�D�JXLQHD�SLJ�IRU�PDQNLQG��LW�VHHNV�WR GHILQH�WKH�WKUXVW�RI�FKDQJH�
DQG�WKH�KLVWRULFDO�PHDQLQJ�RI�WKH�FXUUHQW�$PHULFDQ�WUDQVLWLRQ��7KH�ILIWK�SDUW�RXWOLQHV�LQ�YHU\�EURDG�WHUPV�WKH�
JHQHUDO�GLUHFWLRQV�WKDW�$PHULFD�PLJKW�WDNH�LQ�RUGHU�WR�PDNH�DQ�HIIHFWLYH�UHVSRQVH�WR�WKH�SUHYLRXVO\�GLVFXVVHG�
IRUHLJQ�DQG�GRPHVWLF�GLOHPPDV��

+DYLQJ�VDLG�ZKDW�WKH�ERRN�GRHV�DWWHPSW��LW�PLJKW�EH�KHOSIXO�WR�WKH�UHDGHU�DOVR�WR�LQGLFDWH�ZKDW�LW�GRHV�
QRW�DWWHPSW��)LUVW�RI�DOO��LW�LV�QRW�DQ�H[HUFLVH�LQ��IXWXURORJ\���LW�LV�DQ�HIIRUW�WR�PDNH�VHQVH�RI�SUHVHQW�WUHQGV��WR�
GHYHORS�D�G\QDPLF�SHUVSHFWLYH�RQ�ZKDW�LV�KDSSHQLQJ��6HFRQGO\��LW�LV�QRW�D�SROLF\�ERRN��LQ�WKH�VHQVH�WKDW�LWV�REMHFW�
LV�QRW�WR�GHYHORS�V\VWHPDWLFDOO\�D�FRKHUHQW�VHULHV�RI�SUHVFULSWLRQV�DQG�SURJUDPV��,Q�3DUW�9��KRZHYHU��LW�GRHV�WU\�
WR�LQGLFDWH�WKH�JHQHUDO�GLUHFWLRQV�WRZDUG�ZKLFK�$PHULFD�VKRXOG�DQG��LQ�VRPH�UHVSHFWV��PD\�KHDG��

,Q�WKH�FRXUVH�RI�GHYHORSLQJ�WKHVH�WKHVHV��,�KDYH�H[SDQGHG�RQ�VRPH�RI�WKH�LGHDV�LQLWLDOO\�DGYDQFHG�LQ�P\�
DUWLFOH��$PHULFD�LQ�WKH�7HFKQHWURQLF�$JH���SXEOLVKHG LQ�(QFRXQWHU��-DQXDU\�������ZKLFK�JDYH�ULVH�WR�
FRQVLGHUDEOH�FRQWURYHUV\��,�VKRXOG�DGG�WKDW�QRW�RQO\�KDYH�,�WULHG�WR�DPSOLI\�DQG�FODULI\�VRPH�RI�WKH�UDWKHU
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FRQGHQVHG�SRLQWV�PDGH�LQ�WKDW�DUWLFOH��EXW�,�KDYH�VLJQLILFDQWO\�UHYLVHG�VRPH�RI�P\�YLHZV�LQ�WKH�OLJKW�RI�
FRQVWUXFWLYH�FULWLFLVPV�PDGH�E\�P\�FROOHDJXHV��0RUHRYHU��WKDW�DUWLFOH�DGGUHVVHG�LWVHOI�WR�RQO\�RQH�DVSHFW�
�GLVFXVVHG�SULPDULO\�LQ�3DUW�,��RI�WKH�PXFK�ODUJHU�FDQYDV�WKDW�,�KDYH�WULHG�WR�SDLQW�LQ�WKLV�YROXPH��

,W�LV�P\�KRSH�WKDW�WKLV�HVVD\�ZLOO�KHOS�WR�SURYLGH�WKH�UHDGHU�ZLWK�D�EHWWHU�JUDVS�RI�WKH�QDWXUH�RI�WKH�
SROLWLFDO�ZRUOG�ZH�OLYH�LQ��RI�WKH�IRUFHV�VKDSLQJ�LW��RI�WKH�GLUHFWLRQV�LW�LV�SXUVXLQJ��,Q�WKDW�VHQVH��LW�PLJKW�SHUKDSV�
FRQWULEXWH�WR�D�VKDUSHU�SHUFHSWLRQ�RI�WKH�QHZ�SROLWLFDO�SURFHVVHV�HQYHORSLQJ�RXU�ZRUOG�DQG�PRYH�EH\RQG�WKH�
PRUH�WUDGLWLRQDO�IRUPV�RI�H[DPLQLQJ�LQWHUQDWLRQDO�SROLWLFV��,�KRSH��WRR��WKDW�WKH�WHQWDWLYH�SURSRVLWLRQV��WKH�
JHQHUDOL]DWLRQV��DQG�WKH�WKHVHV�DGYDQFHG�KHUH²WKRXJK�QHFHVVDULO\�VSHFXODWLYH��DUELWUDU\��DQG�LQ�YHU\�PDQ\�
UHVSHFWV�LQHVFDSDEO\�LQDGHTXDWH²PD\�FRQWULEXWH�WR�WKH�LQFUHDVLQJ�GLVFXVVLRQ�RI�$PHULFD
V�UROH�LQ�WKH�ZRUOG��

,Q�WKH�FRXUVH�RI�WKH�ZRUN��,�KDYH�H[SUHVVHG�P\�RZQ�RSLQLRQV�DQG�H[SRVHG�P\�SUHMXGLFHV��7KLV�HIIRUW�LV��
WKHUHIRUH��PRUH�LQ�WKH�QDWXUH�RI�D��WKLQN�SLHFH���EDFNHG�E\�HYLGHQFH��WKDQ�RI�D�V\VWHPDWLF�H[HUFLVH�LQ�VRFLDO��
VFLHQFH PHWKRGRORJ\���

)LQDOO\��OHW�PH�HQG�WKLV�LQWURGXFWLRQ�ZLWK�D�FRQIHVVLRQ�WKDW�VRPHZKDW�DQWLFLSDWHV�P\�DUJXPHQW��DQ�
DSRFDO\SWLF�PLQGHG�UHDGHU�PD\�ILQG�P\�WKHVLV�XQFRQJHQLDO�EHFDXVH�P\�YLHZ�RI�$PHULFD
V�UROH�LQ�WKH�ZRUOG�LV�
VWLOO�DQ�RSWLPLVWLF�RQH��,�VD\��VWLOO��EHFDXVH�,�DP�JUHDWO\�WURXEOHG�E\�WKH�GLOHPPDV�ZH�IDFH�DW�KRPH�DQG�DEURDG��
DQG�HYHQ�PRUH�VR�E\�WKH�VRFLDO�DQG�SKLORVRSKLFDO�LPSOLFDWLRQV�RI�WKH�GLUHFWLRQ�RI�FKDQJH�LQ�RXU�WLPH��

1RQHWKHOHVV��P\�RSWLPLVP�LV�UHDO��$OWKRXJK�,�GR�QRW�PHDQ�WR�PLQLPL]H�WKH�JUDYLW\�RI�$PHULFD
V�
SUREOHPV²WKHLU�FDWDORJXH�LV�ORQJ��WKH�GLOHPPDV�DUH�DFXWH��DQG�WKH�VLJQV�RI�D�PHDQLQJIXO�UHVSRQVH�DUH�DW�PRVW�
DPELYDOHQW²,�WUXO\�EHOLHYH�WKDW�WKLV�VRFLHW\�KDV�WKH�FDSDFLW\��WKH WDOHQW��WKH�ZHDOWK��DQG��LQFUHDVLQJO\��WKH�ZLOO�WR�
VXUPRXQW�WKH�GLIILFXOWLHV�LQKHUHQW�LQ�WKLV�FXUUHQW�KLVWRULF�WUDQVLWLRQ��

� ,Q�WKLV�UHVSHFW��,�VKDUH�WKH�YLHZ�RI�%DUULQJWRQ�0RRUH��-U���WKDW��ZKHQ�ZH�VHW�WKH�GRPLQDQW�ERG\�RI�FXUUHQW�WKLQNLQJ�DJDLQVW�LPSRUWDQW�ILJXUHV�
LQ�WKH�QLQHWHHQWK�FHQWXU\��WKH�IROORZLQJ�GLIIHUHQFHV�HPHUJH��)LUVW�RI�DOO��WKH�FULWLFDO�VSLULW�KDV�DOO�EXW�GLVDSSHDUHG��6HFRQG��PRGHUQ�VRFLRORJ\��
DQG�SHUKDSV�WR�D�OHVVHU�H[WHQW�DOVR�PRGHUQ�SROLWLFDO�VFLHQFH��HFRQRPLFV��DQG�SV\FKRORJ\��DUH�DKLVWRULFDO��7KLUG��PRGHUQ�VRFLDO�VFLHQFH�WHQGV�
WR�EH�DEVWUDFW�DQG�IRUPDO��,Q�UHVHDUFK��VRFLDO�VFLHQFH�WRGD\�GLVSOD\V�FRQVLGHUDEOH�WHFKQLFDO�YLUWXRVLW\� %XW�WKLV�YLUWXRVLW\�KDV�EHHQ�JDLQHG�DW�
WKH�H[SHQVH�RI�FRQWHQW��0RGHUQ�VRFLRORJ\�KDV�OHVV�WR�VD\�DERXW�VRFLHW\�WKDQ�LW�GLG�ILIW\�\HDUV�DJR���3ROLWLFDO�3RZHU�DQG�6RFLDO�7KHRU\��
&DPEULGJH��0DVV���������S�������
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%(7:((1�7:2�$*(6�
�+XPDQ�OLIH�LV�UHGXFHG�WR�UHDO�VXIIHULQJ��WR�KHOO��RQO\�ZKHQ�WZR�DJHV��WZR�FXOWXUHV�DQG�UHOLJLRQV�RYHUODS��� ����
7KHUH�DUH�WLPHV�ZKHQ�D�ZKROH�JHQHUDWLRQ�LV�FDXJKW�LQ�WKLV�ZD\�EHWZHHQ�WZR�DJHV��WZR�PRGHV�RI�OLIH��ZLWK�WKH�
FRQVHTXHQFH�WKDW�LW�ORVHV�DOO�SRZHU�WR�XQGHUVWDQG�LWVHOI�DQG�KDV�QR�VWDQGDUG��QR�VHFXULW\��QR�VLPSOH�
DFTXLHVFHQFH���
²+(50$11�+(66(� 6WHSSHQZROI
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3$57�,�
7KH�*OREDO�,PSDFW�RI�WKH�
7HFKQHWURQLF�5HYROXWLRQ�

7KH�SDUDGR[�RI�RXU�WLPH�LV�WKDW�KXPDQLW\�LV�EHFRPLQJ�VLPXOWDQHRXVO\�PRUH�XQLILHG�DQG�PRUH�
IUDJPHQWHG��7KDW�LV�WKH�SULQFLSDO�WKUXVW�RI�FRQWHPSRUDU\�FKDQJH��7LPH�DQG�VSDFH�KDYH�EHFRPH�VR�FRPSUHVVHG�
WKDW�JOREDO�SROLWLFV�PDQLIHVW�D�WHQGHQF\�WRZDUG�ODUJHU��PRUH�LQWHUZRYHQ�IRUPV�RI�FRRSHUDWLRQ�DV�ZHOO�DV�WRZDUG�
WKH�GLVVROXWLRQ�RI�HVWDEOLVKHG�LQVWLWXWLRQDO�DQG�LGHRORJLFDO�OR\DOWLHV��+XPDQLW\�LV�EHFRPLQJ�PRUH�LQWHJUDO�DQG�
LQWLPDWH�HYHQ�DV�WKH�GLIIHUHQFHV�LQ�WKH�FRQGLWLRQ�RI�WKH�VHSDUDWH�VRFLHWLHV�DUH�ZLGHQLQJ��8QGHU�WKHVH�
FLUFXPVWDQFHV�SUR[LPLW\��LQVWHDG�RI�SURPRWLQJ�XQLW\��JLYHV�ULVH�WR�WHQVLRQV�SURPSWHG�E\�D�QHZ�VHQVH�RI�JOREDO�
FRQJHVWLRQ�

$�QHZ�SDWWHUQ�RI�LQWHUQDWLRQDO�SROLWLFV�LV�HPHUJLQJ��7KH�ZRUOG�LV�FHDVLQJ�WR�EH�DQ�DUHQD�LQ�ZKLFK�
UHODWLYHO\�VHOI�FRQWDLQHG���VRYHUHLJQ���DQG�KRPRJHQHRXV�QDWLRQV�LQWHUDFW��FROODERUDWH��FODVK��RU�PDNH�ZDU��
,QWHUQDWLRQDO�SROLWLFV��LQ�WKH�RULJLQDO�VHQVH�RI�WKH�WHUP��ZHUH�ERUQ�ZKHQ�JURXSV�RI�SHRSOH�EHJDQ�WR�LGHQWLI\�
WKHPVHOYHV²�DQG�RWKHUV²LQ�PXWXDOO\�H[FOXVLYH�WHUPV����WHUULWRU\���ODQJXDJH��V\PEROV��EHOLHIV���DQG�ZKHQ�WKDW�
LGHQWLILFDWLRQ�EHFDPH�LQ�WXUQ�WKH�GRPLQDQW�IDFWRU�LQ�UHODWLRQV�EHWZHHQ�WKHVH�JURXSV��7KH�FRQFHSW�RI�QDWLRQDO�
LQWHUHVW²EDVHG�RQ�JHRJUDSKLFDO�IDFWRUV� WUDGLWLRQDO�DQLPRVLWLHV�RU�IULHQGVKLSV��HFRQRPLFV��DQG�VHFXULW\�FRQVLG��
HUDWLRQV²LPSOLHG�D�GHJUHH�RI�DXWRQRP\�DQG�VSHFLILFLW\�WKDW�ZDV�SRVVLEOH�RQO\�VR�ORQJ�DV�QDWLRQV�ZHUH�
VXIILFLHQWO\�VHSDUDWHG�LQ�WLPH�DQG�VSDFH�WR�KDYH�ERWK�WKH�URRP�WR�PDQHXYHU�DQG�WKH GLVWDQFH�QHHGHG�WR�PDLQWDLQ�
VHSDUDWH�LGHQWLW\��

'XULQJ�WKH�FODVVLFDO�HUD�RI�LQWHUQDWLRQDO�SROLWLFV��ZHDSRQV��FRPPXQLFDWLRQV��HFRQRPLFV��DQG�LGHRORJ\�
ZHUH�DOO�HVVHQWLDOO\�QDWLRQDO�LQ�VFRSH��:LWK�WKH�LQYHQWLRQ�RI�PRGHUQ�DUWLOOHU\��ZHDSRQU\�UHTXLUHG�QDWLRQDO�
DUVHQDOV�DQG�VWDQGLQJ�DUPLHV��LQ�PRUH�UHFHQW�WLPHV�LW�FRXOG�EH�HIIHFWLYHO\�DQG�UDSLGO\�GHSOR\HG�E\�RQH�QDWLRQ�
DJDLQVW�WKH�IURQWLHUV�RI�DQRWKHU��&RPPXQLFDWLRQV��HVSHFLDOO\�VLQFH�WKH�LQYHQWLRQ�RI�WKH�VWHDP�HQJLQH�DQG�WKH�
UHVXOWLQJ�DJH�RI�UDLOURDGV��UHLQIRUFHG�QDWLRQDO�LQWHJUDWLRQ�E\�PDNLQJ�LW�SRVVLEOH�WR�PRYH�SHRSOH�DQG�JRRGV�DFURVV�
PRVW�QDWLRQV�LQ�D�SHULRG�RI�WLPH�UDUHO\�H[FHHGLQJ�WZR�GD\V��1DWLRQDO�HFRQRPLHV��IUHTXHQWO\�UHVWLQJ�RQ�DXWDUNLF�
SULQFLSOHV��VWLPXODWHG�ERWK�WKH�DZDUHQHVV�DQG�WKH�GHYHORSPHQW�RI�FROOHFWLYH�YHVWHG�LQWHUHVW��SURWHFWHG�E\�WDULII�
ZDOOV��1DWLRQDOLVP�VR�SHUVRQDOL]HG�FRPPXQLW\�IHHOLQJV�WKDW�WKH�QDWLRQ�EHFDPH�DQ�H[WHQVLRQ�RI�WKH�HJR���

$OO�IRXU�IDFWRUV�PHQWLRQHG�DERYH�DUH�QRZ�EHFRPLQJ�JOREDO��:HDSRQV�RI�WRWDO�GHVWUXFWLYH�SRZHU�FDQ�EH�
DSSOLHG�DW�DQ\�SRLQW�RQ�WKH�JOREH�LQ�D�PDWWHU�RI�PLQXWHV²LQ�OHVV�WLPH��LQ�IDFW��WKDQ�LW�WDNHV�IRU�WKH�SROLFH�LQ�D�
PDMRU�FLW\�WR�UHVSRQG�WR�DQ�HPHUJHQF\�FDOO��7KH�HQWLUH�JOREH�LV�LQ�FORVHU�UHDFK�DQG�WRXFK�WKDQ�D�PLGGOH�VL]HG�
(XURSHDQ�SRZHU�ZDV�WR�LWV�RZQ�FDSLWDO ILIW\�\HDUV�DJR��7UDQVQDWLRQDO�WLHV�DUH�JDLQLQJ�LQ�LPSRUWDQFH��ZKLOH�WKH�
FODLPV�RI�QDWLRQDOLVP��WKRXJK�VWLOO�LQWHQVH��DUH�QRQHWKHOHVV�EHFRPLQJ�GLOXWHG��7KLV�FKDQJH��QDWXUDOO\��KDV�JRQH�
IXUWKHVW�LQ�WKH�PRVW�DGYDQFHG�FRXQWULHV��EXW�QR�FRXQWU\�LV�QRZ�LPPXQH�WR�LW��7KH�FRQVHTXHQFH�LV�D�QHZ�HUD²DQ�
HUD�RI�WKH�JOREDO�SROLWLFDO�SURFHVV��

<HW�WKRXJK�WKH�SURFHVV�LV�JOREDO��UHDO�XQLW\�RI�PDQNLQG�UHPDLQV�UHPRWH��7KH�FRQWHPSRUDU\�ZRUOG�LV�
XQGHUJRLQJ�D�FKDQJH�LQ�PDQ\�UHVSHFWV�VLPLODU�WR�WKDW�SURPSWHG�E\�WKH�HDUOLHU�DSSHDUDQFH�RI�ODUJH�SRSXODWLRQ�
FHQWHUV��7KH�JURZWK�RI�VXFK�FHQWHUV�ZHDNHQHG�LQWLPDWH�DQG�GLUHFW�OLQHV�RI�DXWKRULW\�DQG�FRQWULEXWHG�WR�WKH�
DSSHDUDQFH�RI�PDQ\�FRQIOLFWLQJ�DQG�FURVVFXWWLQJ�DOOHJLDQFHV��$�W\SLFDO�FLW\�GZHOOHU�LGHQWLILHV�KLPVHOI�
VLPXOWDQHRXVO\�ZLWK�D�YDULHW\�RI�JURXSV²RFFXSDWLRQDO��UHOLJLRXV��OHLVXUH��SROLWLFDO² DQG�RQO\�UDUHO\�RSHUDWHV�LQ�
DQ�HQYLURQPHQW�WKDW�LV�H[FOXVLYHO\�GRPLQDWHG�E\�D�VLQJOH�V\VWHP�RI�YDOXHV�DQG�D�XQLOLQHDU�SHUVRQDO�FRPPLWPHQW��
$PHULFDQ�PHWURSROLWDQ�SROLWLFV�DUH�W\SLFDOO\�PHVV\��VSHFLDO�LQWHUHVW�DQG�SUHVVXUH�JURXSV��HWKQLF�FRPPXQLWLHV��
SROLWLFDO�RUJDQL]DWLRQV��UHOLJLRXV�LQVWLWXWLRQV��PDMRU�LQGXVWULDO�RU�ILQDQFLDO�IRUFHV��DQG�HYHQ�WKH�FULPLQDO�
XQGHUZRUOG�LQWHUDFW�LQ�D�SDWWHUQ�WKDW�VLPXOWDQHRXVO\�LQFOXGHV�FRQWLQXRXV�OLPLWHG�ZDUIDUH DQG�DFFRPPRGDWLRQ��

*OREDO�SROLWLHV�DUH�DFTXLULQJ�VRPH�DQDORJRXV�FKDUDFWHULVWLFV��1DWLRQV�RI�GLIIHUHQW�VL]HV�DQG�
GHYHORSPHQWDOO\�LQ�GLIIHUHQW�KLVWRULFDO�HSRFKV�LQWHUDFW��FUHDWLQJ�IULFWLRQ��YDULDEOH�SDWWHUQV�RI�DFFRPPRGDWLRQ��DQG�
FKDQJLQJ�DOLJQPHQWV��:KLOH WKH�IRUPDO�UXOHV�RI�WKH�JDPH�PDLQWDLQ�WKH�LOOXVLRQ�WKDW�LW�LV�SOD\HG�RQO\�E\�WKRVH�
SOD\HUV�FDOOHG��VWDWHV�²DQG��ZKHQ�ZDU�EUHDNV�RXW��WKH�VWDWHV�EHFRPH�WKH�RQO\�VLJQLILFDQW�SOD\HUV²VKRUW�RI�ZDU�
WKH�JDPH�LV WUXO\�SOD\HG�RQ�D�PXFK�PRUH�LQIRUPDO�EDVLV��ZLWK�PXFK�PRUH�PL[HG�SDUWLFLSDWLRQ��6RPH�VWDWHV�
SRVVHVV�RYHUZKHOPLQJ�SRZHU��RWKHUV��WKH��PLQL�VWDWHV���DUH�RYHUVKDGRZHG�E\�PXOWLPLOOLRQ�GROODU�LQWHUQDWLRQDO�
FRUSRUDWLRQV��PDMRU�EDQNV��DQG�ILQDQFLDO�LQWHUHVWV��WUDQVQDWLRQDO�RUJDQL]DWLRQV�RI�UHOLJLRXV�RU�LGHRORJLFDO�
FKDUDFWHU��DQG�WKH�HPHUJLQJ�LQWHUQDWLRQDO�LQVWLWXWLRQV�WKDW�LQ�VRPH�FDVHV��UHSUHVHQW��WKH�LQWHUHVWV�RI�WKH�PLQRU�
SOD\HUV��IRU�H[DPSOH��WKH�81��RU�LQ�RWKHU�FDVHV�PDVN�WKH�SRZHU�RI�WKH�PDMRU�RQHV��IRU�H[DPSOH��WKH�:DUVDZ�3DFW�
RU�6($72���

7KH�PHWKRGV�IRU�FRSLQJ�ZLWK�LQWHUQDWLRQDO�FRQIOLFWV�DUH�KHQFH EHFRPLQJ�VLPLODU�WR�WKRVH�IRU�GHDOLQJ�

�7KLV�ZDV�D�PDMRU�FKDQJH�IURP�WKH�HDUOLHU�IHXGDO�DJH��$W�WKDW�WLPH�ZHDSRQV�ZHUH�ODUJHO\�SHUVRQDO��FRPPXQLFDWLRQV�ZHUH�
YHU\�OLPLWHG�DQG�SULPDULO\�RUDO��WKH�HFRQRP\�ZDV�SULPLWLYH�DQG�UXUDO��DQG�LGHRORJ\�VWUHVVHG�GLUHFW��UHOLJLRQ�EDVHG�REHLVDQFH�WR�D�
SHUVRQDOO\�NQRZQ�FKLHI��7KHVH�FRQGLWLRQV�WKXV�UHLQIRUFHG�DQG�UHIOHFWHG�D�PRUH�IUDJPHQWHG��LQWUDQDWLRQDO��SROLWLFDO�SURFHVV�



������

ZLWK�XUEDQ�GLVFRUG��$�FKDUDFWHULVWLF�IHDWXUH�RI�FRQFHQWUDWHG�KXPDQLW\�LV�WKH�URXWLQL]DWLRQ�RI�FRQIOLFW��'LUHFW�
YLROHQFH�EHFRPHV�LQFUHDVLQJO\�UHJXODWHG�DQG�UHVWULFWHG��DQG�XOWLPDWHO\�FRPHV�WR�EH�FRQVLGHUHG�DV�D�GHYLDWLRQ�
IURP�WKH�QRUP��2UJDQL]HG�PHFKDQLVPV��LQ�WKH�IRUP�RI�XQLIRUPHG��VDODULHG�SHUVRQQHO��DUH�HVWDEOLVKHG�WR�FRQILQH�
YLROHQFH�WR�VRFLDOO\�WROHUDEOH�OLPLWV��$�FHUWDLQ�PHDVXUH�RI�FULPH�LV�DFFHSWHG�DV�XQDYRLGDEOH��IRU�WKH�VDNH�RI�RUGHU��
WKHUHIRUH��RUJDQL]HG�FULPH�LV�JHQHUDOO\�SUHIHUUHG�WR�DQDUFKLF�YLROHQFH��WKXV�LQGLUHFWO\�DQG�LQIRUPDOO\�EHFRPLQJ�
DQ�H[WHQVLRQ�RI�RUGHU��

7KH�URXWLQL]DWLRQ�RI�FRQIOLFW�RQ�D�JOREDO�VFDOH�KDV�EHHQ�WKH�JRDO�RI�VWDWHVPHQ�IRU�PDQ\�GHFDGHV��
$JUHHPHQWV��FRQYHQWLRQV��DQG�SDFWV�KDYH�VRXJKW�WR�JRYHUQ�LW��1RQH�RI�WKHVH�FRXOG�SURYH�HIIHFWLYH�LQ�D�V\VWHP�RI�
UHODWLYHO\�GLVWLQFWLYH�DQG�VRYHUHLJQ�XQLWV��EXW�WKH�DSSHDUDQFH�RI�UDSLG�FRPPXQLFDWLRQV��ZKLFK�FUHDWHG�QRW�RQO\�
SK\VLFDO�SUR[LPLW\�EXW�DOVR�LQVWDQW�DZDUHQHVV�RI�GLVWDQW�HYHQWV��DQG�WKH�RQVHW�RI�WKH�QXFOHDU�DJH��ZKLFK�IRU�WKH�
ILUVW�WLPH�PDGH�WUXO\�GHVWUXFWLYH�JOREDO�SRZHU�DYDLODEOH�WR�DW�OHDVW�WZR�VWDWHV��IXQGDPHQWDOO\�DOWHUHG�WKH�SDWWHUQ�RI�
LQWHUQDWLRQDO�FRQIOLFW��2Q�WKH�RQH�KDQG�WKHVH�IDFWRUV�GHSUHVVHG�LWV�OHYHO��DQG�RQ�WKH�RWKHU�WKH\�KHLJKWHQHG�LWV�
SRWHQWLDO�DQG�LQFUHDVHG�LWV�VFRSH��

8UEDQ�XQGHUZRUOG�ZDUV�GR�QRW�JLYH�ULVH�WR�PXFK�PRUDO�UHYXOVLRQ�QRU�DUH�WKH\�VHHQ�DV�PDMRU�WKUHDWV�WR�
VRFLDO�SHDFH��2QO\�RXWEUHDNV�RI�YLROHQFH�GLUHFWHG�DW�WKDW�SHDFH��DV UHSUHVHQWHG�E\�KXPDQ�OLIH�DQG�PDMRU�YHVWHG�
LQWHUHVWV²EDQNV��VKRSV��RU�SULYDWH�SURSHUW\��IRU�H[DPSOH²DUH�UHVROXWHO\�FRPEDWHG��6LPLODUO\��LQ�WKH�PRUH�
DGYDQFHG�SRUWLRQV�RI�WKH�ZRUOG�WKHUH�LV�D�WHQGHQF\�DPRQJ�WKH�HVWDEOLVKPHQW�DQG�WKH�PLGGOH�FODVV�RI�WKH��JOREDO�
FLW\��WR�EH�LQGLIIHUHQW�WR�7KLUG�:RUOG�FRQIOLFWV�DQG�WR�YLHZ�WKHP�DV�QHFHVVDU\�DWWULEXWHV�RI�D�ORZ�OHYHO�RI�
GHYHORSPHQW²SURYLGHG��RI�FRXUVH��WKDW�VXFK�FRQIOLFWV�GR�QRW�IHHG�EDFN�LQWR�WKH�UHODWLRQV�DPRQJ�WKH�PRUH�
SRZHUIXO�VWDWHV��:DUV�LQ�WKH�7KLUG�:RUOG WKXV�VHHP�WROHUDEOH�DV�ORQJ�DV�WKHLU�LQWHUQDWLRQDO�VFDOH�LV�FRQWDLQHG�DW�D�
OHYHO�WKDW�GRHV�QRW�VHHP�WR�WKUHDWHQ�PDMRU�LQWHUHVWV���

,Q�RXU�WLPH�WKH�URXWLQL]DWLRQ�RI�FRQIOLFW�KDV�DOVR�PHDQW�D�VKLIW�IURP�VXVWDLQHG�ZDUIDUH�WR�VSRUDGLF�
RXWEUHDNV�RI�YLROHQFH��6XVWDLQHG��SURORQJHG�ZDUIDUH�ZDV�PDGH�SRVVLEOH�E\�WKH�LQGXVWULDO�DJH��,Q�HDUOLHU�WLPHV�
DUPLHV�FRQIURQWHG�HDFK�RWKHU��IRXJKW�SLWFKHG��KHDG�RQ�EDWWOHV��DQG��OLNH�JODGLDWRUV�RI�ROG��VFRUHG�GHFLVLYH�YLF��
WRULHV�RU�ZHQW�GRZQ�LQ�GHIHDW��7KH�LQGXVWULDO�DJH�SHUPLWWHG�VRFLHWLHV�WR�PRELOL]H�WKHLU�PDQSRZHU�DQG�UHVRXUFHV�
IRU�SURORQJHG�EXW�LQGHFLVLYH�VWUXJJOHV�UHVHPEOLQJ�FODVVLFDO�ZUHVWOLQJ�DQG�UHTXLULQJ�ERWK�VNLOO�DQG�HQGXUDQFH��
1XFOHDU�ZHDSRQV²QHYHU�XVHG�LQ�FRQIOLFW�EHWZHHQ�QXFOHDU�SRZHUV²SRVH�WKH�SRVVLELOLW\�RI�VXFK�PXWXDO�
DQQLKLODWLRQ�WKDW�WKH\�WHQG�WR�IUHH]H�WKHLU�SRVVHVVRUV�LQWR�SDVVLYH�UHVWUDLQW��ZLWK�VSRUDGLF�RXWEUHDNV�RI�9LROHQFH�
RFFXUULQJ�RQ�WKH�SHULSKHULHV�RI�WKH�FRQIURQWDWLRQ��7KRXJK��LQ�WKH�SDVW��YLROHQFH�WHQGHG�WR�UHVXOW�LQ�WKH�XVH�RI�
PD[LPXP�DYDLODEOH�SRZHU��WRGD\�WKRVH�VWDWHV�SRVVHVVLQJ�PD[LPXP�SRZHU�VWULYH�WR�HPSOR\�D�PLQLPXP�LQ�WKH�
DVVHUWLRQ�RI�WKHLU�LQWHUHVWV��

6LQFH�WKH�DSSHDUDQFH�RI�QXFOHDU�ZHDSRQV��UHODWLRQV�EHWZHHQ�WKH�VXSHUSRZHUV�KDYH�EHHQ�JRYHUQHG�E\�D�
UXGLPHQWDU\�FRGH�RI�UHVWUDLQW�IRUJHG�E\�WULDO�DQG�HUURU�LQ�WKH�FRXUVH�RI�FRQIURQWDWLRQV�UDQJLQJ�IURP�.RUHD�
WKURXJK�%HUOLQ�WR�&XED��,W�LV�OLNHO\�WKDW�LQ�WKH�DEVHQFH�RI�WKHVH�ZHDSRQV�ZDU�ZRXOG�ORQJ�VLQFH�KDYH�EURNHQ�RXW�
EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�WKH�6RYLHW�8QLRQ��7KHLU�GHVWUXFWLYH�SRZHU�KDV�WKXV KDG�D�EDVLF�HIIHFW�RQ�WKH�
GHJUHH�WR�ZKLFK�IRUFH�LV�DSSOLHG�LQ�WKH�UHODWLRQV�DPRQJ�VWDWHV��FRPSHOOLQJ�DQ�XQSUHFHGHQWHG�GHJUHH�RI�SUXGHQFH�
LQ�WKH EHKDYLRXU�RI�WKH�PRVW�SRZHUIXO�VWDWHV��:LWKLQ�WKH�IUDJLOH�IUDPHZRUN�LQ�ZKLFK�WKH�FRQWHPSRUDU\�
WUDQVIRUPDWLRQ�RI�RXU�UHDOLW\�RFFXUV��QXFOHDU�ZHDSRQV�KDYH�WKXV�FUHDWHG�DQ�HQWLUHO\�QRYHO�V\VWHP�RI�GHWHUUHQFH�
IURP�WKH�UHOLDQFH�RQ�RYHUZKHOPLQJ�SRZHU��

,Q�WKH�FDVH�RI�XUEDQ�SROLWLFV��WKH�ZHDNQHVV�RI�DFFHSWHG�DQG�UHVSHFWHG�LPPHGLDWH�DXWKRULW\�LV�
FRPSHQVDWHG�IRU�E\�WKH�VHQVH�RI�KLJKHU�DOOHJLDQFH�WR�WKH�QDWLRQ��DV�UHSUHVHQWHG�E\�WKH�LQVWLWXWLRQDO�H[SUHVVLRQ�RI�
VWDWH�SRZHU��7KH�JOREDO�FLW\�ODFNV�WKDW�KLJKHU�GLPHQVLRQ²DQG�PXFK�RI�WKH�FRQWHPSRUDU\�VHDUFK�IRU�RUGHU�LV�DQ�
DWWHPSW�WR�FUHDWH�LW��RU�WR�ILQG�VRPH�HTXLOLEULXP�VKRUW�RI LW��2WKHUZLVH��KRZHYHU��JOREDO�SROLWLFV�DUH�VLPLODUO\�
FKDUDFWHUL]HG�E\�WKH�FRQIXVLQJ�SDWWHUQ�RI�LQYROYHPHQW��FRQJHVWLRQ��DQG�LQWHUDFWLRQ��ZKLFK�FXPXODWLYHO\��WKRXJK�
JUDGXDOO\��XQGHUPLQHV�WKH�H[FOXVLYH�QHVV�DQG�WKH�SULPDF\�RI�WKRVH�KLWKHUWR�UHODWLYHO\�ZDWHUWLJKW�FRPSDUWPHQWV��
WKH�QDWLRQ�VWDWHV��,Q�WKH�SURFHVV��LQWHUQDWLRQDO�SROLWLFV�JUDGXDOO\�EHFRPH�D�PXFK�PRUH�LQWLPDWH�DQG�RYHUODSSLQJ�
SURFHVV��
(UDV�DUH�KLVWRULFDO�DEVWUDFWLRQV��7KH\�DUH�DOVR�DQ�LQWHOOHFWXDO�FRQYHQLHQFH��WKH\�DUH�PHDQW�WR EH�PLOHVWRQHV�RQ�D�
URDG�WKDW�RYHU�D�SHULRG�RI�WLPH�FKDQJHV�LPSHUFHSWLEO\�DQG�\HW�TXLWH�SURIRXQGO\��,W�LV�D�PDWWHU�RI�DUELWUDU\�
MXGJPHQW�ZKHQ�RQH�HUD�HQGV�DQG�D�QHZ�RQH�EHJLQV��QHLWKHU�WKH�HQG�QRU�WKH�EHJLQQLQJ�FDQ�EH�FOHDUO\�DQG�VKDUSO\�
GHILQHG��2Q�WKH�IRUPDO�SODQH��SROLWLFV�DV�D�JOREDO�SURFHVV�RSHUDWH�PXFK�DV�WKH\�GLG�LQ�WKH�SDVW��EXW�WKH�LQQHU�
UHDOLW\�RI�WKDW�SURFHVV�LV�LQFUHDVLQJO\�VKDSHG�E\�IRUFHV�ZKRVH�LQIOXHQFH�RU�VFRSH�WUDQVFHQG�QDWLRQDO�OLQHV��

�GXULQJ�WKH�SRVW������\HDUV��WKH�GHYHORSPHQW�RI�QXFOHDU�ZHDSRQV��WKH�IRUPDWLRQ�RI�SRZHU�EORFV�DQG�PXOWLODWHUDO�DOOLDQFH�V\VWHPV��DQG�WKH�LQ�
FUHDVLQJ�ILQDQFLDO�FRVW�RI�PRGHUQ�ZDUIDUH��KDYH�DOO�EHHQ�IDFWRUV�LQKLELWLQJ�WKH�RXWEUHDN�RI�IRUPDO�ZDUIDUH�EHWZHHQ�WKH�DGYDQFHG��LQGXVWULDO�
QDWLRQV��7KH�PDMRULW\�RI�
FRQIOLFWV
�GXULQJ�WKHVH�\HDUV�KDYH�WDNHQ�SODFH�LQ�$IULFD��WKH�0LGGOH�(DVW�DQG�$VLD��WKH�VR�FDOOHG�7KLUG�:RUOG��$QG�D�
ODUJH�QXPEHU�RI�WKHP�KDYH�IROORZHG�RQ�RU�EHHQ�DVVRFLDWHG�ZLWK�WKH�EUHDN�XS�RI�FRORQLDO�HPSLUHV��ZKHWKHU�2WWRPDQ��%ULWLVK��)UHQFK�RU�
-DSDQHVH��DQG�WKH�VXEVHTXHQW�HPHUJHQFH�RI�QHZ�VWDWHV�ZKLFK�DUH�RIWHQ�VPDOO��SRRU�DQG�LQVHFXUH���'DYLG�:RRG���&RQIOLFW�LQ�WKH�7ZHQWLHWK�
&HQWXU\���$GHOSKL�3DSHUV��-XQH�������S�������7KH�DERYH�VWXG\�FRQWDLQV�D�OLVW�RI�HLJKW\�FRQIOLFWV�WKDW�KDYH�RFFXUUHG�LQ�WKH�\HDUV������������
$OO�EXW�HLJKW�RI�WKHVH�FRQIOLFWV�LQYROYHG�7KLUG�:RUOG�SDUWLFLSDQWV�RQ�ERWK�VLGHV��
7KH�DQDORJ\�ZLWK�PHWURSROLWDQ�SROLWLFV�LV DOVR�PDGH�E\�7KHRGRUH�+��9RQ�/DXH�LQ�KLV�WKRXJKWIXO�ERRN 7KH�*OREDO�&LW\��1HZ�<RUN���������
9RQ�/DXH�MV�SDUWLFXODUO\�VWLPXODWLQJ�LQ�KLV�DQDO\VLV�RI�WKH�LPSDFW�RI�WKH�:HVWHUQ��PHWURSROLWDQ��V\VWHP�RQ�ZRUOG�SROLWLFV�GXULQJ�WKH�ODVW�
FHQWXU\�



�������

���7KH�2QVHW�RI�WKH�7HFKQHWURQLF�$JH�
7KH�LPSDFW�RI�VFLHQFH�DQG�WHFKQRORJ\ RQ�PDQ�DQG�KLV�VRFLHW\��HVSHFLDOO\�LQ�WKH�PRUH�DGYDQFHG�

FRXQWULHV�RI�WKH�ZRUOG��LV�EHFRPLQJ�WKH�PDMRU�VRXUFH�RI�FRQWHPSRUDU\�FKDQJH��5HFHQW�\HDUV�KDYH�VHHQ�D�
SUROLIHUDWLRQ�RI�H[FLWLQJ�DQG�FKDOOHQJLQJ�OLWHUDWXUH�RQ�WKH�IXWXUH��,Q�WKH�8QLWHG�6WDWHV��LQ�:HVWHUQ�(XURSH��DQG��WR�
D�OHVVHU�GHJUHH��LQ�-DSDQ�DQG�LQ�WKH�6RYLHW�8QLRQ��D�QXPEHU�RI�V\VWHPDWLF��VFKRODUO\�HIIRUWV�KDYH�EHHQ�PDGH�WR�
SURMHFW��SUHGLFW��DQG�JUDVS�ZKDW�WKH�IXWXUH�KROGV�IRU�XV��

7KH�WUDQVIRUPDWLRQ�WKDW�LV�QRZ�WDNLQJ�SODFH��HVSHFLDOO\�LQ�$PHULFD� LV�DOUHDG\�FUHDWLQJ�D�VRFLHW\�
LQFUHDVLQJO\�XQOLNH�LWV�LQGXVWULDO�SUHGHFHVVRU����7KH�SRVW�LQGXVWULDO�VRFLHW\�LV�EHFRPLQJ�D��WHFKQHWURQLF��VRFLHW\���
D�VRFLHW\�WKDW�LV�VKDSHG�FXOWXUDOO\��SV\FKRORJLFDOO\��VRFLDOO\��DQG�HFRQRPLFDOO\�E\�WKH�LPSDFW�RI�WHFKQRORJ\�DQG�
HOHFWURQLFV²SDUWLFXODUO\�LQ�WKH�DUHD�RI�FRPSXWHUV�DQG�FRPPXQLFDWLRQV��7KH�LQGXVWULDO�SURFHVV�LV�QR�ORQJHU�WKH�
SULQFLSDO�GHWHUPLQDQW�RI�VRFLDO�FKDQJH��DOWHULQJ�WKH�PRUHV��WKH�VRFLDO�VWUXFWXUH��DQG�WKH�YDOXHV�RI�VRFLHW\��,Q�WKH�
LQGXVWULDO�VRFLHW\�WHFKQLFDO�NQRZOHGJH�ZDV�DSSOLHG�SULPDULO\�WR�RQH�VSHFLILF�HQG��WKH�DFFHOHUDWLRQ�DQG�
LPSURYHPHQW�RI�SURGXFWLRQ� WHFKQLTXHV��6RFLDO�FRQVHTXHQFHV�ZHUH�D�ODWHU�E\�SURGXFW�RI�WKLV�SDUDPRXQW�FRQFHUQ��
,Q�WKH� WHFKQHWURQLF�VRFLHW\�VFLHQWLILF�DQG�WHFKQLFDO�NQRZOHGJH��LQ�DGGLWLRQ�WR�HQKDQFLQJ�SURGXFWLRQ�
FDSDELOLWLHV��TXLFNO\�VSLOOV�RYHU�WR�DIIHFW�DOPRVW�DOO�DVSHFWV�RI�OLIH�GLUHFWO\��$FFRUGLQJO\��ERWK�WKH�JURZLQJ�
FDSDFLW\�IRU�WKH�LQVWDQW�FDOFXODWLRQ�RI�WKH�PRVW�FRPSOH[�LQWHUDFWLRQV�DQG�WKH�LQFUHDVLQJ�DYDLODELOLW\�RI�
ELRFKHPLFDO�PHDQV�RI�KXPDQ�FRQWURO�DXJPHQW�WKH�SRWHQWLDO�VFRSH�RI�FRQVFLRXVO\�FKRVHQ�GLUHFWLRQ��DQG�WKHUHE\�
DOVR�WKH�SUHVVXUHV�WR�GLUHFW��WR�FKRRVH��DQG�WR�FKDQJH��

5HOLDQFH�RQ�WKHVH�QHZ�WHFKQLTXHV�RI�FDOFXODWLRQ�DQG�FRPPXQLFDWLRQ�HQKDQFHV�WKH�VRFLDO�LPSRUWDQFH�RI�
KXPDQ�LQWHOOLJHQFH�DQG�WKH�LPPHGLDWH�UHOHYDQFH�RI�OHDUQLQJ��7KH�QHHG�WR�LQWHJUDWH�VRFLDO�FKDQJH�LV�KHLJKWHQHG�
E\�WKH�LQFUHDVHG�DELOLW\�WR�GHFLSKHU�WKH�SDWWHUQV�RI�FKDQJH��WKLV�LQ�WXUQ�LQFUHDVHV�WKH�VLJQLILFDQFH�RI�EDVLF�
DVVXPSWLRQV�FRQFHUQLQJ�WKH�QDWXUH�RI�PDQ�DQG�WKH�GHVLUDELOLW\�RI�RQH�RU�DQRWKHU�IRUP�RI�VRFLDO�RUJDQL]DWLRQ��
6FLHQFH�WKHUHE\�LQWHQVLILHV�UDWKHU�WKDQ�GLPLQLVKHV�WKH�UHOHYDQFH�RI�YDOXHV��EXW�LW GH�PDQGV�WKDW�WKH\�EH�FDVW�LQ�
WHUPV�WKDW�JR�EH\RQG�WKH�PRUH�FUXGH�LGHRORJLHV�RI�WKH�LQGXVWULDO�DJH���7KLV�WKHPH�LV�GHYHORSHG�IXUWKHU�LQ�3DUW�,,���

1HZ�6RFLDO�3DWWHUQV�
)RU�1RUEHUW�:LHQHU���WKH�ORFXV�RI�DQ�HDUOLHU�LQGXVWULDO�UHYROXWLRQ�EHIRUH�WKH�PDLQ�LQGXVWULDO�UHYROXWLRQ��LV�WR�EH�
IRXQG�LQ�WKH�ILIWHHQWK�FHQWXU\�UHVHDUFK�SHUWDLQLQJ�WR�QDYLJDWLRQ��WKH�QDXWLFDO�FRPSDVV���DV�ZHOO�DV�LQ�WKH�
GHYHORSPHQW�RI�JXQSRZGHU�DQG�SULQWLQJ����7RGD\�WKH�IXQFWLRQDO�HTXLYDOHQW�RI�QDYLJDWLRQ�LV�WKH�WKUXVW�LQWR�VSDFH��
ZKLFK�UHTXLUHV�D�UDSLG�FRPSXWLQJ�FDSDFLW\�EH\RQG�WKH�PHDQV�RI�WKH�KXPDQ�EUDLQ��WKH�HTXLYDOHQW�RI�JXQSRZGHU�LV�
PRGHUQ�QXFOHDU�SK\VLFV��DQG�WKDW�RI�SULQWLQJ�LV�WHOHYLVLRQ�DQG�ORQJ�UDQJH�LQVWDQW�FRPPXQLFDWLRQV��7KH�
FRQVHTXHQFH�RI�WKLV�QHZ�WHFK�QHWURQLF�UHYROXWLRQ�LV�WKH�SURJUHVVLYH�HPHUJHQFH�RI�D�VRFLHW\�WKDW�LQFUHDVLQJO\�
GLIIHUV�IURP�WKH�LQGXVWULDO�RQH LQ�D�YDULHW\�RI�HFRQRPLF��SROLWLFDO��DQG�VRFLDO�DVSHFWV��7KH�IROORZLQJ�H[DPSOHV�
PD\�EH�EULHIO\�FLWHG�WR�VXPPDUL]H�VRPH�RI�WKH�FRQWUDVWV��
����,Q�DQ�LQGXVWULDO�VRFLHW\�WKH�PRGH�RI�SURGXFWLRQ�VKLIWV�IURP�
DJULFXOWXUH�WR�LQGXVWU\��ZLWK�WKH�XVH�RI�KXPDQ�DQG�DQLPDO�PXVFOH�VXSSODQWHG�E\�PDFKLQH�RSHUDWLRQ��,Q�WKH�
WHFKQHWURQLF�VRFLHW\�LQGXVWULDO�HPSOR\PHQW�\LHOGV�WR�VHUYLFHV��ZLWK�DXWRPDWLRQ�DQG�F\EHUQHWLFV�UHSODFLQJ�WKH�
RSHUDWLRQ�RI�PDFKLQHV�E\�LQGLYLGXDOV��
������3UREOHPV�RI�HPSOR\PHQW�DQG�XQHPSOR\PHQW²WR�VD\�QRWKLQJ�RI�WKH�SULRU�XUEDQL]DWLRQ�RI�WKH�SRVW�UXUDO�
ODERU�IRUFH²GRPLQDWH�WKH�UHODWLRQVKLS�EHWZHHQ�HPSOR\HUV��ODERU��DQG�WKH�PDUNHW�LQ�WKH�LQGXVWULDO�VRFLHW\��DQG�
WKH�DVVXUDQFH�RI�PLQLPXP�ZHOIDUH�WR�WKH�QHZ�LQGXVWULDO�PDVVHV�LV�D�VRXUFH�RI�PDMRU�FRQFHUQ��,Q�WKH�HPHUJLQJ�
QHZ�VRFLHW\�TXHVWLRQV�UHODWLQJ�WR�WKH�REVROHVFHQFH�RI�VNLOOV��VHFXULW\��YDFDWLRQV��OHLVXUH��DQG�SURILW�VKDULQJ�
GRPLQDWH�WKH�UHODWLRQVKLS��DQG�WKH�SV\FKLF�ZHOO�EHLQJ�RI�PLOOLRQV�RI�UHODWLYHO\�VHFXUH�EXW�SRWHQWLDOO\�DLPOHVV�
ORZHU�PLGGOH�FODVV�EOXH�FROODU�ZRUNHUV�EHFRPHV�D�JURZLQJ�SUREOHP��
������%UHDNLQJ�GRZQ�WUDGLWLRQDO�EDUULHUV�WR�HGXFDWLRQ��DQG�WKXV�FUHDWLQJ�WKH�EDVLF�SRLQW�RI�GHSDUWXUH�IRU�VRFLDO�
DGYDQFHPHQW��LV�D�PDMRU�JRDO�RI�VRFLDO�UHIRUPHUV�LQ�WKH�LQGXVWULDO�VRFLHW\��(GXFDWLRQ��DYDLODEOH�IRU�OLPLWHG�DQG�
VSHFLILF�SHULRGV�RI�WLPH��LV�LQLWLDOO\�FRQFHUQHG�ZLWK�RYHUFRPLQJ�LOOLWHUDF\�DQG�VXEVHTXHQWO\�ZLWK�WHFKQLFDO�
WUDLQLQJ��EDVHG�ODUJHO\�RQ�ZULWWHQ��VHTXHQWLDO�UHDVRQLQJ��,Q�WKH�WHFKQHWURQLF�VRFLHW\�QRW�RQO\�LV�HGXFDWLRQ�
XQLYHUVDO�EXW�DGYDQFHG�WUDLQLQJ�LV�DYDLODEOH�WR�DOPRVW�DOO�ZKR�KDYH�WKH�EDVLF�WDOHQWV��DQG�WKHUH�LV�IDU�JUHDWHU�
HPSKDVLV�RQ�TXDOLW\�VHOHFWLRQ��7KH�HVVHQWLDO�SUREOHP�LV�WR�GLVFRYHU�WKH�PRVW�HIIHFWLYH�WHFKQLTXHV�IRU�WKH�UDWLRQDO�
H[SORLWDWLRQ�RI�VRFLDO�WDOHQW��7KH�ODWHVW�FRPPXQLFDWLRQ�DQG�FDOFXODWLQJ�WHFKQLTXHV�DUH�HPSOR\HG�LQ�WKLV�WDVN��7KH�
HGXFDWLRQDO�SURFHVV�EHFRPHV�D�OHQJWKLHU�RQH�DQG�LV�LQFUHDVLQJO\�UHOLDQW�RQ�DXGLR�YLVXDO�DLGV��,Q�DGGLWLRQ��WKH�IORZ�
RI�QHZ�NQRZOHGJH�QHFHVVLWDWHV�PRUH�DQG�PRUH�IUHTXHQW�UHIUHVKHU�VWXGLHV��
���� ,Q�WKH�LQGXVWULDO�VRFLHW\�VRFLDO�OHDGHUVKLS�VKLIWV�IURP�WKH�WUDGLWLRQDO�UXUDO�DULVWRFUDWLF�WR�DQ�XUEDQ�SOXWRFUDWLF�
HOLWH��1HZO\�DFTXLUHG�ZHDOWK�LV�LWV�IRXQGDWLRQ��DQG�LQWHQVH�FRPSHWLWLRQ�WKH�RXWOHW²DV�ZHOO�DV�WKH�VWLPXOXV²IRU�
LWV�HQHUJ\��,Q�WKH�WHFKQHWURQLF�VRFLHW\�SOXWRFUDWLF�SUH�HPLQHQFH�LV�FKDOOHQJHG�E\�WKH�SROLWLFDO�OHDGHUVKLS��ZKLFK�LV�
LWVHOI�LQFUHDVLQJO\�SHUPHDWHG�E\�LQGLYLGXDOV�

�7KH�WHUP��SRVW�LQGXVWULDO��LV�XVHG�E\�'DQLHO�%HOO��ZKR�KDV�GRQH�PXFK�RI�WKH�SLRQHHULQJ�WKLQNLQJ�RQ�WKH�VXEMHFW��+RZHYHU��,�SUHIHU�WR�XVH�
WKH�QHRORJLVP��WHFKQHWURQLF���EHFDXVH�LW�FRQYH\V�PRUH�GLUHFWO\�WKH�FKDUDFWHU�RI�WKH�SULQFLSDO�LPSXOVHV�IRU�FKDQJH�LQ�RXU�WLPH��6LPLODUO\��WKH�
WHUP��LQGXVWULDO��GHVFULEHG�ZKDW�RWKHUZLVH�FRXOG�KDYH�EHHQ�FDOOHG�WKH��SRVW�DJULFXOWXUDO��DJH�



�������

SRVVHVVLQJ�VSHFLDO�VNLOOV�DQG�LQWHOOHFWXDO�WDOHQWV��.QRZOHGJH�EHFRPHV�D�WRRO�RI�SRZHU�DQG�WKH�HIIHFWLYH�
PRELOL]DWLRQ�RI�WDOHQW�DQ�LPSRUWDQW�ZD\�WR�DFTXLUH�SRZHU��
������7KH�XQLYHUVLW\�LQ�DQ�LQGXVWULDO�VRFLHW\²LQ�FRQWUDVW�WR�WKH�VLWXDWLRQ�LQ�PHGLHYDO�WLPHV²LV�DQ�DORRI�LYRU\�
WRZHU��WKH�UHSRVLWRU\�RI�LUUHOHYDQW��HYHQ�LI�UHVSHFWHG��ZLVGRP��DQG�IRU�D�EULHI�WLPH�WKH�IRXQWDLQKHDG�IRU�EXGGLQJ�
PHPEHUV�RI�WKH�HVWDEOLVKHG�VRFLDO�HOLWH��,Q�WKH�WHFKQHWURQLF�VRFLHW\�WKH�XQLYHUVLW\�EHFRPHV�DQ�LQWHQVHO\ LQYROYHG�
�WKLQN�WDQN���WKH�VRXUFH�RI�PXFK�VXVWDLQHG�SROLWLFDO�SODQQLQJ�DQG�VRFLDO�LQQRYDWLRQ��
�����7KH�WXUPRLO�LQKHUHQW�LQ�WKH�VKLIW�IURP�D�ULJLGO\�WUDGLWLRQDO�UXUDO�VRFLHW\�WR�DQ�XUEDQ�RQH�HQJHQGHUV�DQ�
LQFOLQDWLRQ�WR�VHHN�WRWDO�DQVZHUV�WR�VRFLDO�GLOHPPDV��WKXV�FDXVLQJ�LGHRORJLHV�WR�WKULYH�LQ�WKH�LQGXVWULDOL]LQJ�
VRFLHW\���7KH�$PHULFDQ�H[FHSWLRQ�WR�WKLV�UXOH�ZDV�GXH�WR�WKH�DEVHQFH�RI�D�IHXGDO�WUDGLWLRQ��D�SRLQW�ZHOO�GHYHORSHG�
E\�/RXLV�+DUW]���,Q�WKH�LQGXVWULDO�DJH�OLWHUDF\�PDNHV�IRU�VWDWLF�LQWHUUHODWHG�FRQFHSWXDO�WKLQNLQJ��FRQJHQLDO�WR�
LGHRORJLFDO�V\VWHPV��,Q�WKH�WHFKQHWURQLF�VRFLHW\�DXGLR�YLVXDO�FRPPXQLFDWLRQV�SURPSW�PRUH�FKDQJHDEOH��GLVSDUDWH�
YLHZV�RI�UHDOLW\��QRW�FRPSUHVVLEOH�LQWR�IRUPDO�V\VWHPV��HYHQ�DV�WKH�UHTXLUHPHQWV�RI�VFLHQFH�DQG�WKH�QHZ�
FRPSXWDWLYH�WHFKQLTXHV�SODFH�D�SUHPLXP�RQ�PDWKHPDWLFDO�ORJLF�DQG�V\VWHPDWLF�UHDVRQLQJ��7KH�UHVXOWLQJ�WHQVLRQ�
LV�IHOW�PRVW�DFXWHO\�E\�VFLHQWLVWV��ZLWK�WKH�FRQVHTXHQFH�WKDW�VRPH�VHHN�WR�FRQILQH�UHDVRQ�WR�VFLHQFH�ZKLOH�
H[SUHVVLQJ�WKHLU�HPRWLRQV�WKURXJK�SROLWLFV��0RUHRYHU��WKH�LQFUHDVLQJ�DELOLW\�WR�UHGXFH�VRFLDO�FRQIOLFWV�WR�
TXDQWLILDEOH�DQG�PHDVXUDEOH�GLPHQVLRQV�UHLQIRUFHV�WKH�WUHQG�WRZDUG�D�PRUH�SUDJPDWLF�DSSURDFK�WR�VRFLDO�
SUREOHPV��ZKLOH�LW�VLPXOWDQHRXVO\�VWLPXODWHV�QHZ�FRQFHUQV�ZLWK�SUHVHUYLQJ��KXPDQH��YDOXHV��
������,Q�WKH�LQGXVWULDO�VRFLHW\��DV�WKH�KLWKHUWR�SDVVLYH�PDVVHV�EHFRPH�DFWLYH�WKHUH�DUH�LQWHQVH�SROLWLFDO�FRQIOLFWV�
RYHU�VXFK�PDWWHUV�DV�GLVHQIUDQFKLVHPHQW�DQG�WKH�ULJKW�WR�YRWH��7KH�LVVXH�RI�SROLWLFDO�SDUWLFLSDWLRQ�LV�D�FUXFLDO�RQH��
,Q�WKH�WHFKQHWURQLF�DJH�WKH�TXHVWLRQ�LV�LQFUHDVLQJO\�RQH�RI�HQVXULQJ�UHDO�SDUWLFLSDWLRQ�LQ�GHFLVLRQV�WKDW�VHHP�WRR�
FRPSOH[�DQG�WRR�IDU�UHPRYHG�IURP�WKH�DYHUDJH�FLWL]HQ��3ROLWLFDO�DOLHQDWLRQ�EHFRPHV�D�SUREOHP��6LPLODUO\��WKH�
LVVXH�RI�SROLWLFDO�HTDDOLW\�RI�WKH�VH[HV�JLYHV�ZD\�WR�D�VWUXJJOH�IRU�WKH�VH[XDO�HTXDOLW\�RI�ZRPHQ��,Q�WKH�LQGXVWULDO�
VRFLHW\�ZRPDQ�BBWKH�RSHUDWRU�RI�PDFKLQHV²FHDVHV�WR�EH�SK\VLFDOO\�LQIHULRU�WR WKH�PDOH��D�FRQVLGHUDWLRQ�RI�VRPH�
LPSRUWDQFH�LQ�UXUDO�OLIH��DQG�EHJLQV�WR�GHPDQG�KHU�SROLWLFDO�ULJKWV��,Q�WKH�HPHUJLQJ�WHFKQHWURQLF�VRFLHW\�
DXWRPDWLRQ�WKUHDWHQV�ERWK�PDOHV�DQG�IHPDOHV��LQWHOOHFWXDO�WDOHQW�LV�FRPSXWDEOH��WKH��SLOO��HQFRXUDJHV�VH[XDO�
HTXDOLW\��DQG�ZRPHQ�EHJLQ�WR�FODLP�FRPSOHWH�HTXDOLW\��
������7KH�QHZO\�HQIUDQFKLVHG�PDVVHV�DUH�RUJDQL]HG�LQ�WKH�LQGXVWULDO�VRFLHW\�E\�WUDGH�XQLRQV�DQG�SROLWLFDO�SDUWLHV�
DQG�XQLILHG�E\�UHODWLYHO\�VLPSOH�DQG�VRPHZKDW�LGHRORJLFDO�SURJUDPV��0RUHRYHU��SROLWLFDO�DWWLWXGHV�DUH�LQIOXHQFHG�
E\�DSSHDOV�WR�QDWLRQDOLVW�VHQWLPHQWV��FRPPXQLFDWHG�WKURXJK�WKH�PDVVLYH�LQFUHDVH�RI�QHZVSDSHUV�HPSOR\LQJ��
QDWXUDOO\��WKH�UHDGHUV
�QDWLRQDO�ODQJXDJH��,Q�WKH�WHFKQHWURQLF�VRFLHW\�WKH�WUHQG�VHHPV�WR�EH�WRZDUG�DJJUHJDWLQJ�WKH�
LQGLYLGXDO�VXSSRUW�RI�PLOOLRQV�RI�XQRUJDQL]HG�FLWL]HQV��ZKR�DUH�HDVLO\�ZLWKLQ�WKH�UHDFK�RI�PDJQHWLF�DQG�DWWUDFWLYH�
SHUVRQDOLWLHV��DQG�HIIHFWLYHO\�H[SORLWLQJ�WKH�ODWHVW�FRPPXQLFDWLRQ�WHFKQLTXHV�WR�PDQLSXODWH�HPRWLRQV�DQG�FRQWURO�
UHDVRQ��5HOLDQFH�RQ�WHOHYLVLRQ²DQG�KHQFH�WKH�WHQGHQF\�WR�UHSODFH�ODQJXDJH�ZLWK�LPDJHU\��ZKLFK�LV�LQWHUQDWLRQDO�
UDWKHU�WKDQ�QDWLRQDO��DQG�WR�LQFOXGH�ZDU�FRYHUDJH�RU�VFHQHV�RI�KXQJHU�LQ�SODFHV�DV�GLVWDQW�DV��IRU�H[DPSOH��,QGLD²�
FUHDWHV�D�VRPHZKDW�PRUH�FRVPRSROLWDQ��WKRXJK�KLJKO\�LPSUHVVLRQLVWLF� LQYROYHPHQW�LQ�JOREDO�DIIDLUV��
������(FRQRPLF�SRZHU�LQ�WKH�HDUO\�SKDVH�RI�LQGXVWULDOL]DWLRQ�WHQGV�WR�EH�SHUVRQDOL]HG��E\�HLWKHU�JUHDW�
HQWUHSUHQHXUV�OLNH�+HQU\�)RUG�RU�EXUHDXFUDWLF�LQGXVWULDO�RIILFLDOV�OLNH�.DJDQRYLFK��RU�0LQH��LQ�6WDOLQLVW�3RODQG���
7KH�WHQGHQF\�WRZDUG�GHSHUVRQDOL]DWLRQ�HFRQRPLF�SRZHU�LV�VWLPXODWHG�LQ�WKH�QH[W�VWDJH�E\�WKH�DSSHDUDQFH�RI�D�
KLJKO\�FRPSOH[�LQWHUGHSHQGHQFH�EHWZHHQ�JRYHUQPHQWDO�LQVWLWXWLRQV��LQFOXGLQJ�WKH�PLOLWDU\���VFLHQWLILF�
HVWDEOLVKPHQWV��DQG�LQGXVWULDO�RUJDQL]DWLRQV��$V�HFRQRPLF�SRZHU�EHFRPHV�LQVHSDUDEO\�OLQNHG�ZLWK�SROLWLFDO�
SRZHU��LW�EHFRPHV�PRUH�LQYLVLEOH�DQG�WKH�VHQVH�RI�LQGLYLGXDO�IXWLOLW\�LQFIHDVHV��
�����,Q�DQ�LQGXVWULDO�VRFLHW\�WKH�DFTXLVLWLRQ�RI�JRRGV�DQG�WKH�DFFXPXODWLRQ�RI�SHUVRQDO�ZHDOWK�EHFRPH�IRUPV�RI�
VRFLDO�DWWDLQPHQW�IRU�DQ�XQSUHFHGHQWHGO\�ODUJH�QXPEHU�RI�SHRSOH��,Q�WKH�WHFKQHWURQLF�VRFLHW\�WKH�DGDSWDWLRQ�RI�
VFLHQFH�WR�KXPDQH�HQGV�DQG�D�JURZLQJ�FRQFHUQ�ZLWK�WKH�TXDOLW\�RI�OLIH�EHFRPH�ERWK�SRVVLEOH�DQG�LQFUHDVLQJO\�D�
PRUDO�LPSHUDWLYH�IRU�D�ODUJH�QXPEHU�RI�FLWL]HQV��HVSHFLDOO\�WKH�\RXQJ��

(YHQWXDOO\��WKHVH�FKDQJHV�DQG�PDQ\�RWKHUV��LQFOXGLQJ�VRPH�WKDW�PRUH�GLUHFWO\�DIIHFW�WKH�SHUVRQDOLW\�DQG�
TXDOLW\�RI�WKH�KXPDQ�EHLQJ�KLPVHOI��ZLOO�PDNH�WKH�WHFKQHWURQLF�VRFLHW\�DV�GLIIHUHQW�IURP�WKH�LQGXVWULDO�DV�WKH�
LQGXVWULDO�ZDV�IURP�WKH�DJUDULDQ���$QG�MXVW�DV�WKH�VKLIW�IURP�DQ�DJUDULDQ�HFRQRP\�DQG�IHXGDO�SROLWLFV�WRZDUG�DQ�
LQGXVWULDO�VRFLHW\�DQG�SROLWLFDO�V\VWHPV�EDVHG�RQ�WKH�LQGLYLGXDO
V�HPRWLRQDO�LGHQWLILFDWLRQ�ZLWK�WKH�QDWLRQ�VWDWH�
JDYH�ULVH�WR�FRQWHPSRUDU\�LQWHUQDWLRQDO SROLWLFV��VR�WKH�DSSHDUDQFH�RI�WKH�WHFKQHWURQLF�VRFLHW\�UHIOHFWV�WKH�RQVHW�
RI�D�QHZ�UHODWLRQVKLS�EHWZHHQ�PDQ�DQG�KLV�H[SDQGHG�JOREDO�UHDOLW\��

6RFLDO�([SORVLRQ�,PSORVLRQ�
7KLV�QHZ�UHODWLRQVKLS�LV�D�WHQVH�RQH��PDQ�KDV�VWLOO�WR�GHILQH�LW�FRQFHSWXDOO\�DQG�WKHUHE\�UHQGHU�LW�

FRPSUHKHQVLEOH�WR�KLPVHOI��2XU�H[SDQGHG�JOREDO�UHDOLW\�LV�VLPXOWDQHRXVO\�IUDJPHQWLQJ�DQG�WKUXVWLQJ�LWVHOI�LQ�
XSRQ�XV��7KH�UHVXOW�RI�WKH�FRLQFLGHQW�H[SORVLRQ�DQG�LPSORVLRQ�LV�QRW�RQO\�LQVHFXULW\�DQG�WHQVLRQ�EXW�DOVR� DQ�HQ��
WLUHO\�QRYHO�SHUFHSWLRQ�RI�ZKDW�PDQ\�VWLOO�FDOO�LQWHUQDWLRQDO�DIIDLUV��

�%HOO�GHILQHV�WKH��ILYH�GLPHQVLRQV�RI�WKH�SRVW�LQGXVWULDO�VRFLHW\��DV�LQYROYLQJ�WKH�IROORZLQJ���O��7KH�FUHDWLRQ�RI�D�VHUYLFH�HFRQRP\������7KH�
SUH�HPLQHQFH�RI�WKH�SURIHVVLRQDO�DQG�WHFKQLFDO�FODVV������7KH�FHQWUDOLW\�RI�WKHRUHWLFDO�NQRZOHGJH�DV�WKH�VRXUFH�RI�LQQRYDWLRQ�DQG�SROLF\�
IRUPXODWLRQ�LQ�WKH�VRFLHW\������7KH�SRVVLELOLW\�RI�VHOI�VXVWDLQLQJ�WHFKQRORJLFDO�JURZWK������7KH�FUHDWLRQ�RI�D�QHZ��LQWHOOHFWXDO�WHFKQRORJ\���
�'DQLHO�%HOO���7KH�0HDVXUHPHQW�RI�.QRZOHGJH�DQG�7HFKQRORJ\���LQ�,QGLFDWRUV�RI�6RFLDO�&KDQJH��(OHDQRU�6KHOGRQ�DQG�:LOEHUW�0RRUH��HGV���
1HZ�<RUN��������SS����������
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/LIH�VHHPV�WR�ODFN�FRKHVLRQ�DV�HQYLURQPHQW�UDSLGO\�DOWHUV�DQG�KXPDQ�EHLQJV�EHFRPH�LQFUHDVLQJO\�PDQLSXODEOH�
DQG�PDOOHDEOH��(YHU\WKLQJ�VHHPV�PRUH�WUDQVLWRU\�DQG�WHPSRUDU\��H[WHUQDO�UHDOLW\ PRUH�IOXLG�WKDQ�VROLG��WKH�
KXPDQ�EHLQJ�PRUH�V\QWKHWLF�WKDQ�DXWKHQWLF��(YHQ�RXU�VHQVHV�SHUFHLYH�DQ�HQWLUHO\�QRYHO��UHDOLW\�²RQH�RI�RXU�
RZQ�PDNLQJ�EXW�QHYHUWKHOHVV��LQ�WHUPV�RI RXU�VHQVDWLRQV��TXLWH��UHDO����0RUH�LPSRUWDQW��WKHUH�LV�DOUHDG\�
ZLGHVSUHDG�FRQFHUQ�DERXW�WKH�SRVVLELOLW\�RI�ELRORJLFDO�DQG�FKHPLFDO�WDPSHULQJ�ZLWK�ZKDW�KDV�XQWLO�QRZ�EHHQ�
FRQVLGHUHG�WKH�LPPXWDEOH�HVVHQFH�RI�PDQ��+XPDQ�FRQGXFW��VRPH�DUJXH��FDQ�EH�SUHGHWHUPLQHG�DQG�VXEMHFWHG�WR�
GHOLEHUDWH�FRQWURO��0DQ�LV�LQFUHDVLQJO\�DFTXLULQJ�WKH�FDSDFLW\�WR�GHWHUPLQH WKH�VH[�RI�KLV�FKLOGUHQ��WR�DIIHFW�
WKURXJK�GUXJV�WKH�H[WHQW�RI�WKHLU�LQWHOOLJHQFH��DQG�WR�PRGLI\�DQG�FRQWURO�WKHLU�SHUVRQDOLWLHV��6SHDNLQJ�RI�D�IXWXUH�
DW�PRVW�RQO\�GHFDGHV�DZD\��DQ�H[SHULPHQWHU�LQ�LQWHOOLJHQFH�FRQWURO�DVVHUWHG���,�IRUHVHH�WKH�WLPH�ZKHQ�ZH VKDOO�
KDYH�WKH�PHDQV�DQG�WKHUHIRUH��LQHYLWDEO\��WKH�WHPSWDWLRQ�WR�PDQLSXODWH�WKH EHKDYLRXU�DQG�LQWHOOHFWXDO�IXQFWLRQLQJ�
RI�DOO�WKH�SHRSOH�WKURXJK�HQYLURQPHQWDO�DQG�ELRFKHPLFDO�PDQLSXODWLRQ�RI�WKH�EUDLQ�����

7KXV�LW�LV�DQ�RSHQ�TXHVWLRQ�ZKHWKHU�WHFKQRORJ\�DQG�VFLHQFH�ZLOO�LQ�IDFW�LQFUHDVH�WKH�RSWLRQV�RSHQ�WR�WKH�
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HVVHQWLDOO\�RQ�DQ�LQWXLWLYH DQG�FRPSDUDWLYH²LQVLJKW�LQWR�WKH�SUHVHQW�DQG�SDVW�VWDWHV�RI�PLQG�RI�$PHULFDQV��,Q�
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EHWZHHQ�JHQHUDWLRQV�ZLOO�EH�DOVR�RYHU�H[SHUWLVH��:LWKLQ�D�IHZ�\HDUV�WKH�UHEHOV�LQ�WKH�PRUH�DGYDQFHG�FRXQWULHV�
ZKR�WRGD\�KDYH�WKH�PRVW�YLVLELOLW\�ZLOO�EH�MRLQHG�E\�D QHZ�JHQHUDWLRQ�PDNLQJ�LWV�FODLP�WR�SRZHU�LQ�JRYHUQPHQW�
DQG�EXVLQHVV��D�JHQHUDWLRQ�WUDLQHG�WR�UHDVRQ�ORJLFDOO\��DV�DFFXVWRPHG�WR�H[SORLWLQJ�HOHFWURQLF�DLGV�WR�KXPDQ�
UHDVRQLQJ�DV�ZH�KDYH�EHHQ�WR�XVLQJ�PDFKLQHV�WR�LQFUHDVH�RXU�RZQ�PRELOLW\��H[SUHVVLQJ�LWVHOI LQ�D�ODQJXDJH�WKDW�
IXQFWLRQDOO\�UHODWHV�WR�WKHVH�DLGV��DFFHSWLQJ�DV�URXWLQH�PDQDJHULDO�SURFHVVHV�FXUUHQW�LQQRYDWLRQV�VXFK�DV�
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LQYROYHPHQW�LQ�HYHQ�WKH�PRVW�GLVWDQW�SUREOHPV��7KH�QHZ�JHQHUDWLRQ�QR�ORQJHU�GHILQHV�WKH�ZRUOG�H[FOXVLYHO\�RQ�
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LQIRUPDWLRQ�IURP�DQ\ SDUW�RI�WKH�ZRUOG�WR�WKH�SRZHUIXO�XUEDQ�QHUYH�FHQWHUV�WKDW�ZLOO�PDUN�WKH�PDMRU�
FRQFHQWUDWLRQV�RI�WKH�SHRSOH�RQ�HDUWK�����*OREDO�WHOHSKRQH�GLDOLQJ�WKDW�LQ�WKH�PRUH�DGYDQFHG�VWDWHV�ZLOO�LQFOXGH�
LQVWDQW�YLVXDO�FRQWDFW�DQG�D�JOREDO�WHOHYLVLRQ�VDWHOOLWH�V\VWHP�WKDW�ZLOO�HQDEOH�VRPH�VWDWHV�WR��LQYDGH��SULYDWH�
KRPHV�LQ�RWKHU�FRXQWULHV�ZLOO�FUHDWH�XQSUHFHGHQWHG�JOREDO�LQWLPDF\��
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LPPHGLDWH�KRUL]RQV�RI�WKH�YLHZHU�RU�UHDGHU�WR�WKH�SRLQW�ZKHUH��ORFDO��LQFUHDVLQJO\�PHDQV��QDWLRQDO���DQG�JOREDO�
DIIDLUV�FRPSHWH�IRU�DWWHQWLRQ�RQ�DQ�XQSUHFHGHQWHG�VFDOH��3K\VLFDO�DQG�PRUDO�LPPXQLW\�WR��IRUHLJQ��HYHQWV�FDQQRW�
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8665� ������ ����� ������
$UJHQWLQD� ������ ����� �����
-DSDQ� ������ ������ �����
%UD]LO� ����� ����� �����
$OJHULD� ����� ���� �����
,QGLD� ���� ²� ����
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3HU�FHQW�RI�8�6��SRSXODWLRQ� 0DVV� 3HULSKHUD�
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&ROOHJH� (OLWHV�

WKDW�� 0DMRULW\� 0DVV� *UDGXDWHV� �OHVV�
��������� ���²�
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��������� WKDQ�����

5HDG�DQ\�QRQILFWLRQ�ERRNV�
LQ�WKH�ODVW�\HDU� �� ��� ��� ���
5HDG�RQH LVVXH�D�PRQWK�RI�
+DUSHU
V��1DWLRQDO�5H��
YLHZ��HWF�� ���� �� ��� ���
5HDG�RQH�LVVXH�D�PRQWK�RI�
7LPH��1HZVZHHN��RU�
8�6��1HZV� �� ��� ��� ���
5HDG�RQH�LVVXH�D�PRQWK�RI�
/RRN��/LIH��RU�3RVW� ��� ��� ��� ���
5HDG�D�GDLO\�QHZVSDSHU� ��� ��� ��� ���
5HDG�WKH 1HZ�<RUN�7LPHV� �� ;� �� ���
5HDG�QDWLRQDO�RU�LQWHUQD��
WLRQDO�QHZV�ILUVW�LQ�SDSHU� ��� ��� ��� ���
:DQW�PRUH�IRUHLJQ�QHZV�LQ�
SDSHU� ��� ��� ��� ���
/LVWHQ�WR�UDGLR�GDLO\� ��� ��� ��� "�
+HDU�UDGLR�QHZV�GDLO\� ��� ��� ��� "�
8VH�WHOHYLVLRQ�GDLO\� ��� ��� ��� "�
:DWFK�79�1HZV� ��� ��� ��� "�
)DYRU�79�DV�QHZV�PHGLXP� ��� ��� ��� "�
)DYRU�QHZV�DV�79�VKRZ� �� ��� ��� ���

6RXUFH� 7HOHYLVLRQ�4XDUWHUO\� 6SULQJ�������S������7KHVH�ILJXUHV�DUH�IRU�WKH�PRVW�SDUW�GHULYHG�IURP�GDWD�LQ�-RKQ�5RELQVRQ��
3XEOLF�,QIRUPDWLRQ�DERXW�:RUOG�$IIDLUV� $QQ�$UERU��0LFK���������

YHU\�HIIHFWLYHO\�PDLQWDLQHG�XQGHU�FLUFXPVWDQFHV�LQ�ZKLFK�WKHUH�DUH�ERWK�D�JURZLQJ�LQWHOOHFWXDO�DZDUHQHVV�RI�
JOREDO�LQWHUGHSHQGHQFH�DQG�WKH�HOHFWURQLF�LQWUXVLRQ�RI�JOREDO�HYHQWV�LQWR�WKH�KRPH��

7KLV�FRQGLWLRQ�DOVR�PDNHV�IRU�D�QRYHO�SHUFHSWLRQ�RI�IRUHLJQ�DIIDLUV��(YHQ�LQ�WKH�UHFHQW�SDVW�RQH�OHDUQHG�
DERXW�LQWHUQDWLRQDO�SROLWLFV�WKURXJK�WKH�VWXG\�RI�KLVWRU\�DQG�JHRJUDSK\��DV�ZHOO�DV�E\�UHDGLQJ�QHZVSDSHUV��7KLV�
FRQWULEXWHG�WR�D�KLJKO\�VWUXFWXUHG��HYHQ�ULJLG��DSSURDFK��LQ�ZKLFK�LW�ZDV�FRQYHQLHQW�WR�FDWHJRUL]H�HYHQWV�RU



�������

QDWLRQV�LQ�VRPHZKDW�LGHRORJLFDO�WHUPV��7RGD\��KRZHYHU��IRUHLJQ�DIIDLUV�LQWUXGH�XSRQ�D�FKLOG�RU�DGROHVFHQW�LQ�WKH�
DGYDQFHG�FRXQWULHV�LQ�WKH�IRUP�RI�GLVSDUDWH��VSRUDGLF��LVRODWHG²EXW�LQYROYLQJ²HYHQWV��FDWDVWURSKHV�DQG�DFWV�RI�
YLROHQFH�ERWK�DEURDG�DQG�DW�KRPH�EHFRPH�LQWHUPHVKHG��DQG�WKRXJK�WKH\�PD\�HOLFLW�HLWKHU�SRVLWLYH�RU�QHJDWLYH�
UHDFWLRQV��WKHVH�DUH�QR�ORQJHU�LQ�WKH�QHDWO\�FRPSDUWPHQWDOL]HG�FDWHJRULHV�RI��:H��DQG��WKH\���7HOHYLVLRQ�LQ�
SDUWLFXODU�FRQWULEXWHV�WR�D��EOXUUHG���PXFK�PRUH�LPSUHVVLRQLVWLF ²DQG�DOVR�LQYROYHG²DWWLWXGH�WRZDUG�ZRUOG�
DIIDLUV�����$Q\RQH�ZKR�WHDFKHV�LQWHUQDWLRQDO�SROLWLFV�VHQVHV�D�JUHDW�FKDQJH�LQ�WKH�DWWLWXGH�RI�WKH�\RXQJ�DORQJ�WKHVH�
OLQHV��

6XFK�GLUHFW�JOREDO�LQWUXVLRQ�DQG�LQWHUDFWLRQ��KRZHYHU��GRHV�QRW�PDNH�IRU�EHWWHU��XQGHUVWDQGLQJ��RI�RXU�
FRQWHPSRUDU\�DIIDLUV��2Q�WKH�FRQWUDU\��LW�FDQ�EH�DUJXHG�WKDW�LQ�VRPH�UHVSHFWV��XQGHUVWDQGLQJ�²LQ�WKH�VHQVH�RI�
SRVVHVVLQJ�WKH�VXEMHFWLYH�FRQILGHQFH�WKDW�RQH�FDQ�HYDOXDWH�HYHQWV�RQ�WKH�EDVLV�RI�VRPH�RUJDQL]HG�SULQFLSOH ²LV�
WRGD\�PXFK�PRUH�GLIILFXOW�IRU�PRVW�SHRSOH�WR�DWWDLQ��,QVWDQW�EXW�YLFDULRXV�SDUWLFLSDWLRQ�LQ�HYHQWV�HYRNHV�
XQFHUWDLQW\��HVSHFLDOO\�DV�LW�EHFRPHV�PRUH�DQG�PRUH�DSSDUHQW�WKDW�HVWDEOLVKHG�DQDO\WLFDO�FDWHJRULHV�QR�ORQJHU�
DGHTXDWHO\�HQFRPSDVV�WKH�QHZ�FLUFXPVWDQFHV���

7KH�VFLHQFH�H[SORVLRQ²WKH�PRVW�UDSLGO\�H[SDQGLQJ�DVSHFW�RI�RXU�HQWLUH�UHDOLW\��JURZLQJ�PRUH�UDSLGO\�
WKDQ�SRSXODWLRQ��LQGXVWU\��DQG�FLWLHV²LQWHQVLILHV��UDWKHU�WKDQ�UHGXFHV��WKHVH�IHHOLQJV�RI�LQVHFXULW\��,W�LV�VLPSO\�
LPSRVVLEOH�IRU�WKH�DYHUDJH�FLWL]HQ�DQG�HYHQ�IRU�PHQ�RI�LQWHOOHFW�WR�DVVLPLODWH�DQG��PHDQLQJIXOO\�RUJDQL]H�WKH�IORZ�
RI�NQRZOHGJH�IRU�WKHPVHOYHV��,Q�HYHU\�VFLHQWLILF�ILHOG�FRPSODLQWV�DUH�PRXQWLQJ�WKDW�WKH�WRUUHQWLDO�RXWSRXULQJ�RI�
SXEOLVKHG�UHSRUWV��VFLHQWLILF�SDSHUV��DQG�VFKRODUO\�DUWLFOHV�DQG�WKH�SUROLIHUDWLRQ�RI�SURIHVVLRQDO�MRXUQDOV�PDNH�LW�
LPSRVVLEOH�IRU�LQGLYLGXDOV�WR�DYRLG�EHFRPLQJ�HLWKHU�QDUURZ�JDXJHG�VSHFLDOLVWV�RU�VXSHUILFLDO�JHQHUDOLVWV����7KH�
VKDULQJ�RI�QHZ�FRPPRQ�SHUVSHFWLYHV�WKXV�EHFRPHV�PRUH�GLIILFXOW�DV�NQRZOHGJH�H[SDQGV��LQ�DGGLWLRQ��WUDGLWLRQDO�
SHUVSHFWLYHV�VXFK�DV�WKRVH�SURYLGHG�E\�SULPLWLYH�P\WKV�RU��PRUH�UHFHQWO\��E\�FHUWDLQ�KLVWRULFDOO\�FRQGLWLRQHG�
LGHRORJLHV�FDQ�QR�ORQJHU�EH�VXVWDLQHG��

7KH�WKUHDW�RI�LQWHOOHFWXDO�IUDJPHQWDWLRQ��SRVHG�E\�WKH�JDS�EHWZHHQ�WKH�SDFH�LQ�WKH�H[SDQVLRQ�RI�
NQRZOHGJH�DQG�WKH�UDWH�RI�LWV�DVVLPLODWLRQ��UDLVHV�D�SHUSOH[LQJ�TXHVWLRQ�FRQFHUQLQJ�WKH�SURVSHFWV��IRU�PDQNLQG
V�
LQWHOOHFWXDO�XQLW\��,W�KDV�JHQHUDOO\�EHHQ�DVVXPHG�WKDW�WKH�PRGHUQ�ZRUOG��VKDSHG�LQFUHDVLQJO\�E\�WKH�LQGXVWULDO�DQG�
XUEDQ�UHYROXWLRQV��ZLOO�EHFRPH�PRUH�KRPRJHQHRXV�LQ�LWV�RXWORRN��7KLV�PD\�EH�VR��EXW�LW�FRXOG�EH�WKH�
KRPRJHQHLW\�RI�LQVHFXULW\��RI�XQFHUWDLQW\��DQG�RI�LQWHOOHFWXDO�DQDUFK\��7KH�UHVXOW��WKHUHIRUH��ZRXOG�QRW�
QHFHVVDULO\�EH�D�PRUH�VWDEOH�HQYLURQPHQW��

���7KH�$PELYDOHQW�'LVVHPLQDWRU�
7KH�8QLWHG�6WDWHV�LV�WKH�SULQFLSDO�JOREDO�GLVVHPLQDWRU�RI�WKH�WHFKQHWURQLF�UHYROXWLRQ��,W�LV�$PHULFDQ�VRFLHW\�WKDW�
LV�FXUUHQWO\�KDYLQJ�WKH�JUHDWHVW�LPSDFW�RQ�DOO�RWKHU�VRFLHWLHV��SURPSWLQJ�D�IDU�UHDFKLQJ�FXPXODWLYH�WUDQVIRUPDWLRQ�
LQ�WKHLU�RXWORRN�DQG�PRUHV��$W�YDULRXV�VWDJHV�LQ�KLVWRU\�GLIIHUHQW�VRFLHWLHV�KDYH�VHUYHG�DV�D�FDWDO\VW�IRU�FKDQJH�E\�
VWLPXODWLQJ�LPLWDWLRQ�DQG�DGDSWDWLRQ�LQ�RWKHUV��:KDW�LQ�WKH�UHPRWH�SDVW�$WKHQV�DQG�5RPH�ZHUH�WR�WKH�
0HGLWHUUDQHDQ�ZRUOG��RU�&KLQD�WR�PXFK�RI�$VLD��)UDQFH�KDV�PRUH�UHFHQWO\�EHHQ�WR�(XURSH��)UHQFK�OHWWHUV��DUWV��
DQG�SROLWLFDO�LGHDV�H[HUFLVHG�D�PDJQHWLF�DWWUDFWLRQ��DQG�WKH�)UHQFK�5HYROXWLRQ�ZDV�SHUKDSV�WKH�VLQJOH�PRVW�
SRZHUIXO�VWLPXODQW�WR�WKH�ULVH�RI�SRSXOLVW�QDWLRQDOLVP�GXULQJ�WKH�QLQHWHHQWK�FHQWXU\��

,Q�VSLWH RI�LWV�GRPHVWLF�WHQVLRQV²LQGHHG��LQ�VRPH�UHVSHFWV�EHFDXVH�RI�WKHP��VHH�3DUW�,9�²WKH�8QLWHG�
6WDWHV�LV�WKH�LQQRYDWLYH�DQG�FUHDWLYH�VRFLHW\�RI�WRGD\��,W�LV�DOVR�D�PDMRU�GLVUXSWLYH�LQIOXHQFH�RQ�WKH�ZRUOG�VFHQH��
,Q�IDFW�FRPPXQLVP��ZKLFK�PDQ\�$PHULFDQV�VHH�DV WKH�SULQFLSDO�FDXVH�RI�XQUHVW��SULPDULO\�FDSLWDOL]HV�RQ�
IUXVWUDWLRQV�DQG�DVSLUDWLRQV��ZKRVH�PDMRU�VRXUFH�LV�WKH�$PHULFDQ�LPSDFW�RQ�WKH�UHVW�RI�WKH�ZRUOG��7KH�8QLWHG�
6WDWHV�LV�WKH�IRFXV�RI�JOREDO�DWWHQWLRQ��HPXODWLRQ��HQY\��DGPLUDWLRQ��DQG�DQLPRVLW\��1R�RWKHU�VRFLHW\�HYRNHV�
IHHOLQJV�RI�VXFK�LQWHQVLW\��QR�RWKHU�VR�FLHW\
V�LQWHUQDO�DIIDLUV²LQFOXGLQJ�$PHULFD
V�UDFLDO�DQG�XUEDQ�YLROHQFH²�
DUH�VFUXWLQL]HG�ZLWK�VXFK�DWWHQWLRQ��QR�RWKHU�VRFLHW\
V�SROLWLFV�DUH�IROORZHG�ZLWK�VXFK�DYLG�LQWHUHVW²VR�PXFK�VR�
WKDW�WR�PDQ\ IRUHLJQ�QDWLRQDOV�8QLWHG�6WDWHV�GRPHVWLF�SROLWLFV�KDYH�EHFRPH�DQ�HVVHQWLDO�H[WHQVLRQ�RI�WKHLU�RZQ��
QR�RWKHU�VRFLHW\�VR�PDVVLYHO\�GLVVHPLQDWHV�LWV�RZQ�ZD\�RI�OLIH�DQG�LWV�YDOXHV�E\�PHDQV�RI�PRYLHV��WHOHYLVLRQ��
PXOWLPLOOLRQ�FRS\�IRUHLJQ�HGLWLRQV�RI�LWV�QDWLRQDO�PDJD]LQHV��RU�VLPSO\�E\�LWV�SURGXFWV��QR�RWKHU�VRFLHW\�LV�WKH�
REMHFW�RI�VXFK�FRQWUDGLFWRU\�DVVHVVPHQWV��

7KH�$PHULFDQ�,PSDFW�
,QLWLDOO\��WKH�LPSDFW�RI�$PHULFD�RQ�WKH�ZRUOG�ZDV�ODUJHO\�LGHDOLVWLF��$PHULFD�ZDV�DVVRFLDWHG�ZLWK�

IUHHGRP��/DWHU�WKH�LQIOXHQFH EHFDPH�PRUH�PDWHULDOLVWLF��$PHULFD�ZDV�VHHQ�DV�WKH�ODQG�RI�RSSRUWXQLW\��FUDVVO\�
GHILQHG�LQ�WHUPV�RI�GROODUV��7RGD\�VLPLODU�PDWHULDO�DGYDQWDJHV�FDQ�EH�VRXJKW�HOVHZKHUH�DW�ORZHU�SHUVRQDO�ULVN��

�7R�SURYLGH�RQH�VLPSOH�H[DPSOH��IRU�DERXW�WZHQW\�\HDUV�DQWLFRPPXQLVP�SURYLGHG�WKH�JUDQG�RUJDQL]DWLRQDO�SULQFLSOH�IRU�PDQ\�$PHULFDQV��
+RZ�WKHQ�ILW�LQWR�WKDW�VHWWLQJ�HYHQWV�VXFK�DV�WKH�FRQIURQWDWLRQ�EHWZHHQ�0RVFRZ�DQG�3HNLQJ��DQG��RQFH�RQH�KDG�EHFRPH�DFFXVWRPHG�WR�WKLQN�
RI�0RVFRZ�DV�PRUH��OLEHUDO���EHWZHHQ�0RVFRZ�DQG�3UDJXH"�
�� ,W�LV�HVWLPDWHG��IRU�H[DPSOH��WKDW�1$6$�HPSOR\V�VRPH�ILIWHHQ�WKRXVDQG�VSHFLDO�WHFKQLFDO WHUPV²DOO�RI�ZKLFK�DUH�FRPSLOHG�LQ�LWV�RZQ�
WKHVDXUXV��&71�%XOOHWLQ�>&HQWUHV�G
HWXGHV�GHV�FRQVHTXHQFHV�JHQHUDWHV�GHV�JUDQGHV�WHFKQLTXHV�QRXYHOOHV��3DULV@��-XQH�������S������,W�LV�DOVR�
HVWLPDWHG�WKDW��WKH�QXPEHU�RI�ERRNV�SXEOLVKHG�KDV�DERXW�GRXEOHG�HYHU\�WZHQW\�\HDUV�VLQFH�������DQG�VRPH����PLOOLRQ�KDYH�E\�QRZ�EHHQ�
SXEOLVKHG��WKH�SURMHFWHG�ILJXUH�LV����PLOOLRQ�E\��������&\ULO�%ODFN��7KH�'\QDPLFV�RI�0RGHUQL]DWLRQ��1HZ�<RUN��������S������DQG�WKDW�
�VFLHQFH�DORQH�VHHV�WKH�SXEOLVKLQJ�RI���������MRXUQDOV�D�\HDU��LQ�PRUH�WKDQ����ODQJXDJHV��D�ILJXUH�GRXEOLQJ�HYHU\����\HDUV���*OHQQ�7��
6HDERUJ���8QHDV\�:RUOG�*DLQV�3RZHU�RYHU�'HVWLQ\���7KH�1HZ�<RUN�7LPHV��-DQXDU\����������
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DQG�WKH�DVVDVVLQDWLRQV�RI�WKH�.HQQHG\V�DQG�RI�0DUWLQ�/XWKHU�.LQJ� DV�ZHOO�DV�UDFLDO�DQG�VRFLDO�WHQVLRQV��QRW�WR�
VSHDN�RI�9LHWQDP��KDYH�VRPHZKDW�WDUQLVKHG�$PHULFD
V�LGHQWLILFDWLRQ�ZLWK�IUHHGRP��,QVWHDG��$PHULFD
V�LQIOXHQFH�
LV�LQ�WKH�ILUVW�LQVWDQFH�VFLHQWLILF�DQG�WHFKQRORJLFDO��DQG�LW�LV�D�IXQFWLRQ�RI�WKH�VFLHQWLILF��WHFKQRORJLFDO��DQG�
HGXFDWLRQDO�OHDG�RI�WKH�8QLWHG�6WDWHV���

6FLHQWLILF�DQG�WHFKQRORJLFDO�GHYHORSPHQW�LV�D�G\QDPLF�SURFHVV��,W�GHSHQGV�LQ�WKH�ILUVW�LQVWDQFH�RQ�WKH�
UHVRXUFHV�FRPPLWWHG�WR�LW��WKH�SHUVRQQHO�DYDLODEOH�IRU�LW��WKH�HGXFDWLRQDO�EDVH�WKDW�VXSSRUWV�LW� DQG²ODVW�EXW�QRW�
OHDVW²WKH�IUHHGRP�RI�VFLHQWLILF�LQQRYDWLRQ��,Q�DOO�IRXU�UHVSHFWV�WKH�$PHULFDQ�SRVLWLRQ�LV�DGYDQWDJHRXV��FRQ��
WHPSRUDU\�$PHULFD�VSHQGV�PRUH�RQ�VFLHQFH�DQG�GHYRWHV�JUHDWHU�UHVRXUFHV�WR�UHVHDUFK�WKDQ�DQ\�RWKHU�VRFLHW\����

,Q�DGGLWLRQ��WKH�$PHULFDQ�SHRSOH�HQMR\�DFFHVV�WR�HGXFDWLRQ�RQ�D�VFDOH�JUHDWHU�WKDQ�WKDW�RI�PRVW�RWKHU�
DGYDQFHG�VRFLHWLHV���6HH�7DEOHV���DQG�����$W�WKH�EHJLQQLQJ�RI�WKH�����V�WKH�8QLWHG�6WDWHV�KDG�PRUH�WKDQ����SHU�
FHQW�RI�LWV�������DJH�JURXS�HQUROOHG�LQ�HGXFDWLRQDO�LQVWLWXWLRQV��FRPSDUDEOH�ILJXUHV�IRU�)UDQFH�DQG�:HVW�*HU��
PDQ\�ZHUH�DERXW����SHU�FHQW�DQG����SHU�FHQW��UHVSHFWLYHO\��7KH�FRPELQHG�SRSXODWLRQV�RI�)UDQFH��*HUPDQ\��,WDO\��
DQG�WKH�8QLWHG�.LQJGRP�DUH�HTXDO�WR�WKDW�RI�WKH�8QLWHG�6WDWHV²URXJKO\�WZR�KXQGUHG�PLOOLRQ��%XW�LQ�WKH�8QLWHG�
6WDWHV����SHU�FHQW�RI�FROOHJH�DJH�SHRSOH�DUH�DFWXDOO\�HQUROOHG��ZKHUHDV�RQO\���WR����SHU�FHQW�DUH�HQUROOHG�LQ�WKH�
IRXU�FRXQWULHV��,WDO\�KDYLQJ�WKH�ORZ�ILJXUH�DQG�)UDQFH�WKH�KLJK���7KH�6RYLHW�SHUFHQWDJH�ZDV�DSSUR[LPDWHO\�KDOI�
WKDW�RI�WKH�$PHULFDQ� ,Q�DFWXDO�QXPEHUV�WKHUH�DUH�FORVH�WR�VHYHQ�PLOOLRQ�FROOHJH�VWXGHQWV�LQ�WKH�8QLWHG�6WDWHV�DQG�
RQO\�DERXW�RQH�DQG�D�KDOI�PLOOLRQ�LQ�WKH�IRXU�(XURSHDQ�FRXQWULHV��$W�WKH�PRUH�DGYDQFHG�OHYHO�RI�WKH�������DJH�
EUDFNHW��WKH�$PHULFDQ�ILJXUH�ZDV����SHU�FHQW�ZKLOH�WKDW�IRU�:HVW�*HUPDQ\��WKH�WRS�:HVWHUQ�(XURSHDQ�FRXQWU\��
ZDV�DERXW���SHU�FHQW��)RU�WKH ���� DJH�EUDFNHW��WKH�$PHULFDQ�DQG�WKH�:HVWHUQ�(XURSHDQ�OHYHOV�ZHUH�URXJKO\�
HYHQ��DERXW����SHU�FHQW���DQG�WKH�6RYLHW�8QLRQ�WUDLOHG�ZLWK����SHU�FHQW�����

7$%/(���� $&&(66�72 +,*+(5�/(9(/ ('8&$7,21�3(5���������2)�727$/�3238/$7,21 �������������
$EVROXWH�,QFUHDVH�

����� ����� ����������

8QLWHG�6WDWHV� ������ ������ ��������

:HVW�*HUPDQ\� ���� ���� �����

)UDQFH� ���� ������ �����

-DSDQ� ���� ������ ������

866%� ���� ������ �����

3RODQG� ���� ���� �����

,QGLD� ���� ������� ���� �����
,QGRQHVLD� �� ������� ��� �����
%UD]LO� ��� ���� ����

$OJHULD� ��� ��� �����

$V�D�UHVXOW��WKH�8QLWHG�6WDWHV�SRVVHVVHV�D�S\UDPLG�RI�HGXFDWHG�VRFLDO�WDOHQW�ZKRVH�ZLGH�EDVH�LV�FDSDEOH�
RI�SURYLGLQJ�HIIHFWLYH�VXSSRUW�WR
�WKH�OHDGLQJ�DQG�FUHDWLYH�DSH[��7KLV�LV�WUXH�HYHQ�WKRXJK�LQ�PDQ\�UHVSHFWV�
$PHULFDQ�HGXFDWLRQ�LV�RIWHQ�LQWHOOHFWXDOO\�GHILFLHQW��HVSHFLDOO\�LQ�FRPSDULVRQ�ZLWK�WKH�PRUH�ULJRURXV�VWDQGDUGV�
RI�:HVWHUQ�(XURSHDQ�DQG�-DSDQHVH�VHFRQGDU\�LQVWLWXWLRQV��1RQHWKHOHVV��WKH�EURDG�EDVH�RI�UHODWLYHO\�WUDLQHG�
SHRSOH�HQDEOHV�UDSLG�DGDSWDWLRQ��GHYHORSPHQW��DQG�VRFLDO�DSSOLFDWLRQ�RI�VFLHQWLILF�LQQRYDWLRQ�RU�GLVFRYHU\��Á�

�$V�D�VZHHSLQJ�JHQHUDOL]DWLRQ��LW�FDQ�EH�VDLG�WKDW�5RPH�H[SRUWHG�ODZ��(QJODQG��SDUOLDPHQWDU\�SDUW\�GHPRFUDF\��)UDQFH��FXOWXUH�DQG�
UHSXEOLFDQ�QDWLRQDOLVP��WKH�FRQWHPSRUDU\�8QLWHG�6WDWHV��WHFKQRORJLFDO�VFLHQWLILF�LQQRYDWLRQ�DQG�PDVV�FXOWXUH�GHULYHG�IURP�KLJK�
FRQVXPSWLRQ��
��$FFRUGLQJ�WR�D������FRQJUHVVLRQDO�UHSRUW���&XUUHQW�VSHQGLQJ�RQ�UHVHDUFK�DQG�GHYHORSPHQW�LQ�WKH�8QLWHG�6WDWHV�DPRXQWV�WR�VRPH�����
ELOOLRQ�DQQXDOO\ ²DERXW�WZR�WKLUGV�ILQDQFHG�E\�WKH�)HGHUDO�*RYHUQPHQW²LQ�FRQWUDVW�WR�D�PHUH����ELOOLRQ�LQ�DOO�RI�:HVWHUQ�(XURSH���7KH�
6RYLHW�ILJXUH�KDV�EHHQ�HVWLPDWHG�WR�EH�LQ�WKH�YLFLQLW\�RI���ELOOLRQ�UXEOHV��EXW��$PHULFDQ�FRVWV�EHLQJ�KLJKHU��RQH�UXEOH�EX\V�DSSUR[LPDWHO\����
RI�UHVHDUFK��,Q�������DFFRUGLQJ�WR�WKH�2UJDQL]DWLRQ�IRU�(FRQRPLF�&RRSHUDWLRQ�DQG�'HYHORSPHQW��2(&'���WKH�8QLWHG�6WDWHV�ZDV�VSHQGLQJ�
�������SHU�FDSLWD�RQ�UHVHDUFK�DQG�GHYHORSPHQW��%ULWDLQ ��������)UDQFH���������DQG�*HUPDQ\���������$V�D�SHUFHQWDJH�RI�JURVV�QDWLRQDO�
SURGXFW��WKH�8QLWHG�6WDWHV
�H[SHQGLWXUH�RQ�UHVHDUFK�DQG�GHYHORSPHQW�DPRXQWHG�WR������%ULWDLQ
V�WR������)UDQFH
V�WR������3RODQG
V�WR������
*HUPDQ\
V�WR������DQG�WKH�6RYLHW�8QLRQ
V WR������7KH�QXPEHU�RI�VFLHQWLVWV��HQJLQHHUV��DQG�WHFKQLFLDQV�HQJDJHG�LQ�UHVHDUFK�DQG�GHYHORSPHQW�
WRWDOHG�����������LQ�WKH�8QLWHG�6WDWHV����������LQ�%ULWDLQ����������LQ�)UDQFH����������LQ�*HUPDQ\���������LQ�%HOJLXP�DQG�+ROODQG��DQG�
VRPHZKHUH�RYHU���������� LQ�WKH�6RYLHW�8QLRQ��&��)UHHPDQ�DQG�$��<RXQJ��7KH�5HVHDUFK�DQG�'HYHORSPHQW�(IIRUW�LQ�:HVWHUQ�(XURSH��1RUWK�
$PHULFD�DQG�WKH�6RYLHW�8QLRQ��2(*'��������SS��������������6RXUFH�IRU�3RODQG��D�VSHHFK�E\�$��:HUEODQ��SXEOLVKHG�E\�3ROLVK�3UHVV�$JHQF\��
2FWREHU�����������7KH�3ROHV�H[SHFW�WR�UHDFK�����SHU�FHQW�RQO\�E\�������)RU�D�KLJKHU�HVWLPDWH�RI�6RYLHW�VFLHQWLILF�PDQSRZHU��VHH�6FLHQWLILF�
3ROLF\�LQ�WKH�8665��D�VSHFLDO�UHSRUW�E\�WKH�2(&'��������HVSHFLDOO\�SS�����������2Q�D�JOREDO�VFDOH��WKH�8QLWHG�6WDWHV�DFFRXQWV�IRU�URXJKO\�
RQH�WKLUG�RI�WKH�ZRUOG
V�WRWDO�VXSSO\�RI�VFLHQWLILF�PDQSRZHU���7KH�6FLHQWLILF�%UDLQ�'UDLQ�IURP�WKH�'HYHORSLQJ�&RXQWULHV�WR�WKH�8QLWHG�
6WDWHV���7ZHQW\�WKLUG�5HSRUW�E\�WKH�&RPPLWWHH�RQ�*RYHUQPHQW�2SHUDWLRQV��+RXVH�RI�%HSUHVHQWDWLYHV��:DVKLQJWRQ��'�&���0DUFK�������S�����
KHUHDIWHU�FLWHG�DV�5HSRUW���������

Á�$PHULFD
V�VFLHQWLILF�OHDG�LV�SDUWLFXODUO\�VWURQJ�LQ�WKH�VR�FDOOHG�IURQWLHU�LQGXVWULHV�WKDW�LQYROYH�WKH�PRVW�DGYDQFHG�ILHOGV�RI�VFLHQFH��,W�KDV�
EHHQ�HVWLPDWHG�WKDW�DSSUR[LPDWHO\����SHU�FHQW�RI�DOO�VFLHQWLILF�DQG�WHFKQLFDO�GLVFRYHULHV�PDGH�GXULQJ�WKH�SDVW�IHZ�GHFDGHV�RULJLQDWHG�LQ�WKH�
8QLWHG�6WDWHV��$ERXW����SHU�FHQW�RI�WKH�ZRUOG
V�FRPSXWHUV�RSHUDWH�LQ�WKH�8QLWHG�6WDWHV��$PHULFD
V�OHDG�LQ�ODVHUV�LV�HYHQ�PRUH�PDUNHG��7KH�
,QWHUQDWLRQDO�$WRPLF�(QHUJ\�$JHQF\�KDV�HVWLPDWHG��LQ�LWV�UHSRUW�3RZHU�DQG�5HVHDUFK�5HDFWRUV�LQ�0HPEHU�6WDWHV��9LHQQD��������WKDW�E\������
WKH�8QLWHG�6WDWHV�ZLOO�XWLOL]H�PRUH�QXFOHDU�SRZHU�IRU�SHDFHIXO�XVHV�WKDQ�WKH�QH[W�HOHYHQ�VWDWHV�FRPELQHG��LQFOXGLQJ�-DSDQ��DOO�RI�:HVWHUQ�
(XURSH��&DQDGD��DQG�WKH�6RYLHW�8QLRQ��
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:KLOH�QR�SUHFLVH�HVWLPDWHV�DUH�SRVVLEOH��

8QLWHG�6WDWHV� ������������ 3RODQG� ���
:HVW�*HUPDQ\� ���� ,QGLD� �����������
)UDQFH� ��� ,QGRQHVLD� ²�
-DSDQ� ���� %UD]LO� ���

8665� ���� $OJHULD� ²�

7$%/(���� 180%(5�2)�*5$'8$7(6�)520�+,*+(5�/(9(/ ,167,787,216�3(5���������2)�727$/�3238/$7,21 �������
6RXUFH� 81(6&2�6WDWLVWLFDO�<HDUERRN� ������7DEOH��������SS����������
6RXUFH� 81(6&2�6WDWLVWLFDO�<HDUERRN� ������7DEOH�������SS����������

VRPH�H[SHUWV�KDYH�VXJJHVWHG�WKDW�D�SUHVHQW�GD\�VRFLHW\�ZRXOG�H[SHULHQFH�GLIILFXOWLHV�LQ�UDSLG�PRGHUQL]DWLRQ�LI�
OHVV�WKDQ����SHU�FHQW�RI�LWV�SRSXODWLRQ�LQ�WKH�DSSURSULDWH�DJH EUDFNHW�KDG�KLJKHU�HGXFDWLRQ�DQG�OHVV�WKDQ����SHU�
FHQW�KDG�ORZHU�HGXFDWLRQ��

0RUHRYHU��ERWK�WKH�RUJDQL]DWLRQDO�VWUXFWXUH�DQG�WKH�LQWHOOHFWXDO�DWPRVSKHUH�LQ�WKH�$PHULFDQ�VFLHQWLILF�
ZRUOG�IDYRXU�H[SHULPHQWDWLRQ�DQG�UDSLG�VRFLDO�DGDSWDWLRQ��,Q�D�VSHFLDO�UHSRUW�RQ�$PHULFDQ�VFLHQWLILF�SROLFLHV��
VXEPLWWHG�LQ�HDUO\�������D�JURXS�RI�H[SHUWV�FRQQHFWHG�ZLWK�2(&'��FRQFOXGHG�WKDW�$PHULFD
V�VFLHQWLILF�DQG�
WHFKQLFDO�HQWHUSULVH�LV�GHHSO\�URRWHG�LQ�$PHULFDQ�WUDGLWLRQ�DQG KLVWRU\����&RPSHWLWLYHQHVV�DQG�WKH�HPSKDVLV�RQ�
TXLFN�H[SORLWDWLRQ�KDYH�UHVXOWHG�LQ�D�TXLFN�VSLQ�RII�RI�WKH�HQRUPRXV�GHIHQVH�DQG�VSDFH�UHVHDUFK�HIIRUWV�LQWR�WKH�
HFRQRP\�DV�D�ZKROH��LQ�FRQWUDVW�WR�WKH�VLWXDWLRQ�LQ�WKH�6RYLHW�8QLRQ��ZKHUH�WKH�HFRQRPLF�E\�SURGXFWV�RI�DOPRVW�
DV�ODUJH�VFDOH�D�UHVHDUFK�HIIRUW�KDYH VR�IDU�EHHQ�QHJOLJLEOH��,W�LV�QRWHZRUWK\�WKDW��WKH�5XVVLDQV�WKHPVHOYHV�
HVWLPDWH�WKDW�WKH�SURGXFWLYLW\�RI�WKHLU�UHVHDUFKHUV�LV�RQO\�DERXW�KDOI�WKH�$PHULFDQV
�DQG�WKDW�LQQRYDWLRQV�WDNH�WZR�
RU�WKUHH�WLPHV�DV�ORQJ�WR�EH�SXW�LQWR�HIIHFW������

7KLV�FOLPDWH�DQG�WKH�FRQFRPLWDQW�UHZDUGV�IRU�FUHDWLYH�DWWDLQPHQWV�UHVXOW�LQ�D�PDJQHWLF�SXOO��WKH��EUDLQ�
GUDLQ���IURP�ZKLFK�$PHULFD�FOHDUO\�EHQHILWV��$PHULFD�RIIHUV�WR�PDQ\�WUDLQHG�VFLHQWLVWV��HYHQ�IURP�DGYDQFHG�
FRXQWULHV��QRW�RQO\�JUHDWHU�PDWHULDO�UHZDUGV�EXW�D�XQLTXH�RSSRUWXQLW\�IRU�WKH�PD[LPXP�IXOILOOPHQW�RI�WKHLU�
WDOHQWV��,Q�WKH�SDVW�:HVWHUQ�ZULWHUV�DQG�DUWLVWV�JUDYLWDWHG�SULPDULO\�WRZDUG�3DULV��0RUH�UHFHQWO\�WKH�6RYLHW�8QLRQ�
DQG�&KLQD�KDYH�H[HUFLVHG�VRPH�LGHRORJLFDO�DWWUDFWLRQ��EXW�LQ�QHLWKHU�FDVH�GLG�LW�LQYROYH�WKH�PRYHPHQW�RI�
VLJQLILFDQW�SHUFHQWDJHV�RI�VFLHQWLILF�HOLWHV��7KRXJK�LPPLJUDWLQJ�VFLHQWLVWV�LQLWLDOO\�WKLQN�RI�$PHULFD�DV�D�SODWIRUP�
IRU�FUHDWLYH�ZRUN��DQG�QRW�DV�D�QDWLRQDO�VRFLHW\�WR ZKLFK�WKH\�DUH�WUDQVIHUULQJ�SROLWLFDO�DOOHJLDQFH��LQ�PRVW�FDVHV�
WKDW�DOOHJLDQFH�LV�ODWHU�REWDLQHG�WKURXJK�DVVLPLODWLRQ��$PHULFD
V�SURIHVVLRQDO�DWWUDFWLRQ�IRU�WKH�JOREDO�VFLHQWLILF�
HOLWH�LV�ZLWKRXW�KLVWRULF�SUHFHGHQW�LQ�HLWKHU�VFDOH�RU�VFRSH��Á�

�7R�PHDVXUH�LQQRYDWLQJ�SHUIRUPDQFH��2(&'�DQDO\VWV�FKHFNHG�WR�VHH�ZKHUH�RQH�KXQGUHG�DQG�WKLUW\�QLQH�VHOHFWHG�LQYHQWLRQV�ZHUH�ILUVW�XVHG��
1LQH�LQGXVWULDO�VHFWRUV�WKDW�GHSHQG�KHDYLO\�RQ�LQQRYDWLRQ�ZHUH�VXUYH\HG��L�H���FRPSXWHUV��VHPL�FRQGXFWRUV��SKDUPDFHXWLFDOV��SODVWLFV��LURQ�
DQG�VWHHO��PDFKLQH�WRROV��QRQ�IHUURXV�PHWDOV��VFLHQWLILF�LQVWUXPHQWV��DQG�V\QWKHWLF�ILEHUV���7KH�UHVXOWV�VKRZHG�WKDW�LQ�WKH�ODVW�WZHQW\�\HDUV�WKH�
8QLWHG�6WDWHV�KDV�KDG�WKH�KLJKHVW�UDWH�RI�LQQRYDWLRQ��VLQFH�DSSUR[LPDWHO\����SHU�FHQW�RI�WKH�RQH�KXQGUHG�DQG�WKLUW\�QLQH�LQYHQWLRQV�ZHUH�ILUVW�
SXW�WR�XVH�LQ�WKH�8QLWHG�6WDWHV�����SHU�FHQW�LQ�*UHDW�%ULWDLQ����SHU�FHQW�LQ�*HUPDQ\����SHU�FHQW�LQ�6ZLW]HUODQG����SHU�FHQW�LQ�6ZHGHQ���7KH�
8QLWHG�6WDWHV�FROOHFWV�������SHU�FHQW�RI�DOO�2(&'�DUHD�UHFHLSWV�IRU�SDWHQWV��OLFHQVHV��HWF���WKH�8QLWHG�6WDWHV�SUHGRPLQDWHV�LQ�WUDGH�
SHUIRUPDQFH��DFFRXQWLQJ�IRU�DERXW����SHU�FHQW�RI�WKH�ZRUOG
V�H[SRUW�LQ�UHVHDUFK�LQWHQVLYH�SURGXFW�JURXSV��-��5LFKDUGVRQ�DQG )RUG�3DUNV��
�:K\�(XURSH�/DJV�%HKLQG�� 6FLHQFH�-RXUQDO� 9RO�����$XJXVW�������SS����������
,W�LV�VWULNLQJ�WR�QRWH��IRU�H[DPSOH��WKDW�ZKLOH�:HVWHUQ�(XURSH�VWLOO�VOLJKWO\�H[FHHGV�WKH�8QLWHG�6WDWHV�LQ�WKH�QXPEHU�RI�SDWHQWV�UHJLVWHUHG�
DQQXDOO\��LQGXVWULDO�DSSOLFDWLRQ�RI�SDWHQWV�LV�URXJKO\�HLJKW�WLPHV�KLJKHU�LQ�WKH�8QLWHG�6WDWHV��
$PHULFDQ�OHDGHUVKLS�LV�DOVR�PDUNHG�LQ�SXUH�VFLHQFH��,Q�DQ�XQXVXDOO\�DVVHUWLYH²EXW�QRW�LQDFFXUDWH²UHSRUW��WKH�1DWLRQDO�$FDGHP\�RI�
6FLHQFHV�VWDWHG�LQ�ODWH������WKDW�WKH�8QLWHG�6WDWHV�HQMR\V�ZRUOG�OHDGHUVKLS�LQ�PDWKHPDWLFV��FLWLQJ�DV�HYLGHQFH�WKDW����SHU�FHQW�RI�WKH�
SUHVWLJLRXV�)LHOGV��0HGDOV�DZDUGHG�VLQFH������ZHQW�WR�$PHULFDQV��WKDW�$PHULFDQ�PDWKHPDWLFLDQV�SOD\�WKH�OHDGLQJ�UROH�LQ�LQWHUQDWLRQDO�
PDWKHPDWLFV�FRQJUHVVHV��GHOLYHULQJ�PRUH�WKDQ����SHU�FHQW�RI�DOO�VFLHQWLILF�SDSHUV���DQG�WKDW�$PHULFDQ�PDWKHPDWLFDO�UHVHDUFK�LV�FLWHG�PRVW�
IUHTXHQWO\�LQ�IRUHLJQ�PDWKHPDWLFV�MRXUQDOV��7KH�1HZ�<RUN�7LPHV� 1RYHPEHU������������
$PHULFDQ�SUHSRQGHUDQFH�LQ�1REHO�3UL]HV�LQ�3K\VLFV��&KHPLVWU\��DQG�0HGLFLQH�KDV�DOVR�EHFRPH�PRUH�PDUNHG��7KXV��EHWZHHQ�WKH�\HDUV������
DQG������WKH�8QLWHG�6WDWHV�DQG�&DQDGD�ZRQ����SUL]HV��ZKLOH�)UDQFH��*HUPDQ\��,WDO\��%HQHOX[��DQG�WKH�8QLWHG�.LQJGRP�ZRQ�D�WRWDO�RI�����
6FDQGLQDYLD�ZRQ����WKH�8665�ZRQ����DQG�-DSDQ�ZRQ�QRQH��%HWZHHQ������DQG������WKH�UHVSHFWLYH�ILJXUHV�ZHUH���������������DQG����
�� �6LQFH�WKH�ILUVW�KRXUV�RI�WKH�5HSXEOLF��WKH�ULJKW�RI�FLWL]HQV�WR�WKH�
SXUVXLW�RI�KDSSLQHVV�
�IRUPXODWHG�LQ�WKH�'HFODUDWLRQ�RI�,QGHSHQGHQFH��KDV�
EHHQ�RQH�RI�WKH�PDLQVSULQJV�RI�$PHULFDQ�VRFLHW\��LW�LV��DOVR�WKH�IRXQGDWLRQ�RI�D�VRFLDO�SROLF\�LQVSLUHG�E\�WKH�SURVSHFW�RI�QHZ�EHQHILWV�LVVXHG�
IURP�WKH�VFLHQWLILF�DQG�WHFKQLFDO�HQWHUSULVH��+RZ�FDQ�RQH�IDLO�WR�KRSH�WKDW�WKHVH�EHQHILWV��ZKLFK�KDYH�LQ�IDFW�FRQWULEXWHG�VR�PXFK�WR�QDWLRQDO�
GHIHQVH�RU�WKH�UDFH�IRU�ZRUOG�SUHVWLJH��ZLOO�PDNH�DQ�HVVHQWLDO�FRQWULEXWLRQ�WR�WKH�DFKLHYHPHQW�RI�RWKHU�JUHDW�QDWLRQDO�JRDOV"�,W�LV�WKLV�
SURSXOVLRQ�ZKLFK�KDV�JLYHQ�VFLHQFH��WKH�PRWKHU�RI�NQRZOHGJH��WKH�DSSHDUDQFH�RI�D�YHULWDEOH�QDWLRQDO�UHVRXUFH��7KH�HQWHUSULVH�LV�LQGLVVROXEO\�
OLQNHG�WR�WKH�JRDOV�RI�$PHULFDQ�VRFLHW\��ZKLFK�LV�WU\LQJ�WR�EXLOG�LWV�IXWXUH�RQ�WKH�SURJUHVV�RI�VFLHQFH�DQG�WHFKQRORJ\��,Q�WKLV�FDSDFLW\��WKLV�
VRFLHW\�DV�D�ZKROH�LV�D�FRQVXPHU�RI�VFLHQWLILF�NQRZOHGJH��ZKLFK�LV�XVHG�IRU�GLYHUVH�HQGV��LQ�WKH�ODVW�FHQWXU\��WR�LQFUHDVH�DJULFXOWXUDO�SUR��
GXFWLYLW\�DQG�WR�IDFLOLWDWH�WHUULWRULDO�GHYHORSPHQW��DQG�WKHQ�WR�EDFN�WKH�QDWLRQDO�GHIHQVH�HIIRUW��WR�VDIHJXDUG�SXEOLF�KHDOWK�DQG�WR�H[SORUH�
VSDFH��7KHVH�DUH�DFWLYLWLHV�ZKLFK�KDYH�DQ�LPSDFW�RQ�WKH�GHVWLQ\�RI�WKH�ZKROH�QDWLRQ��DQG�LW�VHHPV�QDWXUDO�WKDW�DOO�VNLOOV�VKRXOG�EH�PRELOL]HG�WR�
FRRSHUDWH��,Q�WKLV�ZD\�LQGXVWU\�DQG�WKH�XQLYHUVLWLHV�DQG�SULYDWH�RUJDQL]DWLRQV�DUH�DVVRFLDWHG�ZLWK�WKH�*RYHUQPHQW�SURMHFW���FRQFOXVLRQ�RI�D�
UHSRUW�SUHSDUHG�E\�WKH�6HFUHWDULDW�RI�WKH�2(&'��-DQXDU\�������DV�TXRWHG�E\�7KH�1HZ�<RUN 7LPHV��-DQXDU\�����������S�������
Á� ,Q�WKH�ZRUGV�RI�(��3LRUH��YLFH�SUHVLGHQW�DQG�FKLHI�VFLHQWLVW�RI�,�%�0����7KH�8QLWHG�6WDWHV�KDV�EHFRPH�WKH�LQWHOOHFWXDO�FHQWHU�RI�WKH�ZRUOG²�
WKH�FHQWHU�RI�WKH�DUWV��WKH�VFLHQFHV��DQG�HFRQRPLFV����7RZDUGV�WKH�<HDU��������'DHGDOXV��6XPPHU�������S��������,W�LV�V\PSWRPDWLF�WKDW�LQ�WKH�
HDUO\�����V�����SHU�FHQW�RI�WKH�3DNLVWDQL�VWXGHQWV�VWXG\LQJ�DW�LQVWLWXWLRQV�RI�KLJKHU�HGXFDWLRQ�LQ�ILIWHHQ�IRUHLJQ�FRXQWULHV�ZHUH�VWXG\LQJ�LQ�WKH�
8QLWHG�6WDWHV�����SHU�FHQW�RI�WKH�,QGLDQV�����SHU�FHQW�RI�WKH�,QGRQHVLDQV�����SHU�FHQW�RI�WKH�%XUPHVH�����SHU�FHQW�RI�WKH�)LOLSLQRV�����SHU�FHQW�
RI�WKH�7KDLV��DQG����SHUFHQW�RI�WKH�&H\�ORQHVH��*XQQDU�0\UGDO��$VLDQ�'UDPD��1HZ�<RUN��������S���������,Q������WKH�8QLWHG�6WDWHV�JUDQWHG�
�������0�'�V�DW�LWV�RZQ�XQLYHUVLWLHV��DQG�DGPLWWHG�LQ�WKH�VDPH�\HDU�DV�SHUPDQHQW�LPPLJUDQWV������SK\VLFLDQV��5HSRUW��������S������,Q�WKDW�VDPH�
\HDU��������VFLHQWLILF��HQJLQHHULQJ��DQG�PHGLFDO�SHUVRQQHO�IURP�WKH�GHYHORSHG�FRXQWULHV�HPLJUDWHG�WR�WKH�8QLWHG�6WDWHV���7KH�%UDLQ�'UDLQ�RI



�������

7KRXJK�WKLV�DWWUDFWLRQ�LV�OLNHO\�WR�GHFOLQH�IRU�(XURSHDQV��SDUWLFXODUO\�EHFDXVH�RI�$PHULFD
V�GRPHVWLF�SUREOHPV�
DQG�SDUWLDOO\�EHFDXVH�RI�(XURSH
V�RZQ�VFLHQWLILF�DGYDQFH���WKH�VXFFHVV�RI�-��-��6HUYDQ�6FKUHLEHU
V�ERRN��7KH�
$PHULFDQ�&KDOOHQJH� UHIOHFWV�WKH�EDVLF�LQFOLQDWLRQ�RI�FRQFHUQHG�(XURSHDQV�WR�DFFHSW�WKH�DUJXPHQW WKDW�WKH�
8QLWHG�6WDWHV�FRPHV�FORVHVW�WR�EHLQJ�WKH�RQO\�WUXO\�PRGHUQ�VRFLHW\�LQ�WHUPV�RI�WKH�RUJDQL]DWLRQ�DQG�VFDOH�RI�LWV�
HFRQRPLF�PDUNHW��EXVLQHVV�DGPLQLVWUDWLRQ��UHVHDUFK�DQG�GHYHORSPHQW��DQG�HGXFDWLRQ���,Q�FRQWUDVW��WKH�VWUXFWXUH�
RI�$PHULFDQ�JRYHUQPHQW LV�YLHZHG�DV�VWULNLQJO\�DQWLTXDWHG���(XURSHDQ�VHQVLWLYLW\�LQ�WKLV�DUHD�LV�FRQGLWLRQHG�QRW�
RQO\�E\�IHDU�RI�D�ZLGHQLQJ�$PHULFDQ�WHFKQRORJLFDO�OHDG�EXW�YHU\�PXFK�E\�WKH�LQFUHDVLQJ�SUHVHQFH�RQ�WKH�
(XURSHDQ�PDUNHWV�RI�ODUJH�$PHULFDQ�ILUPV�WKDW�H[SORLW�WKHLU�HFRQRPLF�DGYDQWDJHV�RI�VFDOH�DQG�VXSHULRU�
RUJDQL]DWLRQ�WR�JUDGXDOO\�DFTXLUH�FRQWUROOLQJ�LQWHUHVWV�LQ�NH\�IURQWLHU�LQGXVWULHV��7KH�SUHVHQFH�RI�WKHVH�ILUPV��WKH�
HPHUJHQFH�XQGHU�WKHLU�DHJLV�RI�VRPHWKLQJ�DNLQ�WR�D�QHZ�LQWHUQDWLRQDO�FRUSRUDWH�HOLWH��WKH�VWLPXODWLRQ�JLYHQ�E\�
WKHLU�SUHVHQFH�WR�WKH�DGRSWLRQ�RI�$PHULFDQ�EXVLQHVV�SUDFWLFHV�DQG�WUDLQLQJ��WKH�GHHSHQLQJ�DZDUHQHVV�WKDW�WKH�VR��
FDOOHG�WHFKQRORJ\�JDS�LV��LQ�UHDOLW\�DOVR�D�PDQDJHPHQW�DQG�HGXFDWLRQ�JDS����² DOO�KDYH�FRQWULEXWHG�ERWK�WR�D�
SRVLWLYH�DSSUDLVDO�RI�$PHULFDQ��WHFKQRVWUXFWXUH��E\�WKH�(XURSHDQ�EXVLQHVV�DQG�VFLHQWLILF�HOLWH�DQG�WR�WKH�GHVLUH�
WR�DGDSW�VRPH�RI�$PHULFD
V�H[SHULHQFH��

/HVV�WDQJLEOH�EXW�QR�OHVV�SHUYDVLYH�LV�WKH�$PHULFDQ�LPSDFW�RQ�PDVV�FXOWXUH��\RXWK�PRUHV��DQG�OLIH�
VW\OHV��7KH�KLJKHU�WKH�OHYHO�RI�SHU�FDSLWD�LQFRPH�LQ�D�FRXQWU\��WKH�PRUH�DSSOLFDEOH�VHHPV�WKH�WHUP�
�$PHULFDQL]DWLRQ���7KLV�LQGLFDWHV�WKDW�WKH�H[WHUQDO�IRUPV�RI�FKDUDFWHULVWLF�FRQWHPSRUDU\�$PHULFDQ�EHKDYLRU�DUH�
QRW�VR�PXFK�FXOWXUDOO\�GHWHUPLQHG�DV�WKH\�DUH�DQ�H[SUHVVLRQ�RI�D�FHUWDLQ�OHYHO�RI�XUEDQ��WHFKQLFDO��DQG�HFRQRPLF�
GHYHORSPHQW��1RQHWKHOHVV��WR�WKH�H[WHQW�WKDW�WKHVH�IRUUQV�ZHUH�ILUVW�DSSOLHG�LQ�$PHULFD�DQG�WKHQ��H[SRUWHG��
DEURDG��WKH\�EHFDPH�V\PEROLF�RI�WKH�$PHULFDQ�LPSDFW�DQG�RI�WKH�LQQRYDWLRQ�HPXODWLRQ�UHODWLRQVKLS�SUHYDLOLQJ�
EHWZHHQ�$PHULFD�DQG�WKH�UHVW�RI�WKH�ZRUOG��

:KDW�PDNHV�$PHULFD�XQLTXH�LQ�RXU�WLPH�LV�WKDW�FRQIURQWDWLRQ�ZLWK�WKH�QHZ�LV�SDUW�RI�WKH�GDLO\�$PHULFDQ�
H[SHULHQFH��)RU�EHWWHU�RU�IRU�ZRUVH��WKH�UHVW�RI�WKH�ZRUOG�OHDUQV�ZKDW�LV�LQ�VWRUH�IRU�LW�E\�REVHUYLQJ�ZKDW�KDSSHQV�
LQ�WKH�8QLWHG�6WDWHV��ZKHWKHU�LW�EH�WKH�ODWHVW�VFLHQWLILF�GLVFRYHULHV�LQ�VSDFH�DQG�PHGLFLQH�RU�WKH�HOHFWULF�
WRRWKEUXVK�LQ�WKH�EDWKURRP��SRS�DUW�RU�/6'��DLU�FRQGLWLRQLQJ�RU�DLU�SROOXWLRQ��ROG�DJH�SUREOHPV�RU�MXYHQLOH�
GHOLQTXHQF\��7KH�HYLGHQFH�LV�PRUH�HOXVLYH�LQ�VXFK�PDWWHUV�DV�VW\OH��PXVLF��YDOXHV��DQG�VRFLDO�PRUHV��EXW�WKHUH�WRR�
WKH�WHUP��$PHULFDQL]DWLRQ��REYLRXVO\�LPSOLHV D�VSHFLILF�VRXUFH��

6LPLODUO\��IRUHLJQ�VWXGHQWV�UHWXUQLQJ�IURP�$PHULFDQ�XQLYHUVLWLHV KDYH�SURPSWHG�DQ�RUJDQL]DWLRQDO�DQG�
LQWHOOHFWXDO�UHYROXWLRQ�LQ�WKH�DFDGHPLF�OLIH�RI�WKHLU�FRXQWULHV��&KDQJHV�LQ�WKH�DFDGHPLF�OLIH�RI�*HUPDQ\��WKH�
8QLWHG�.LQJGRP��-DSDQ��DQG�PRUH�UHFHQWO\�)UDQFH��DQG�WR�DQ�HYHQ�JUHDWHU�H[WHQW�LQ�WKH�OHVV�GHYHORSHG�FRXQWULHV��
FDQ�EH�WUDFHG�WR�WKH�LQIOXHQFH�RI�$PHULFDQ�HGXFDWLRQDO�LQVWLWXWLRQV��*LYHQ�GHYHORSPHQWV�LQ�PRGHUQ�
FRPPXQLFDWLRQV��LW�LV�RQO\�D�PDWWHU�RI�WLPH�EHIRUH�VWXGHQWV�DW�&ROXPELD�8QLYHUVLW\�DQG��VD\��WKH�8QLYHUVLW\�RI�
7HKHUDQ�ZLOO�EH�ZDWFKLQJ�WKH�VDPH�OHFWXUHU�VLPXOWDQHRXVO\��

7KLV�LV�DOO�WKH�PRUH�OLNHO\�EHFDXVH�$PHULFDQ�VRFLHW\��PRUH�WKDQ�DQ\�RWKHU���FRPPXQLFDWHV��ZLWK�WKH�
HQWLUH�JOREH�����5RXJKO\�VL[W\�ILYH�SHU�FHQW�RI�DOO�ZRUOG�FRPPXQLFDWLRQV�RULJLQDWH�LQ�WKLV�FRXQWU\��0RUHRYHU��WKH�
8QLWHG�6WDWHV�KDV�EHHQ�PRVW�DFWLYH�LQ�WKH�SURPRWLRQ�RI�D�JOREDO�FRPPXQLFDWLRQV�V\VWHP�E\�PHDQV�RI�VDWHOOLWHV��
DQG�LW�LV�SLRQHHULQJ�WKH�GHYHORSPHQW�RI�D�ZRUOG�ZLGH�LQIRUPDWLRQ�JULG���,W�LV�H[SHFWHG�WKDW�VXFK�D�JULG�ZLOO�FRPH�
LQWR�EHLQJ�E\�DERXW����������)RU�WKH�ILUVW�WLPH�LQ�KLVWRU\ WKH�FXPXODWLYH�NQRZOHGJH�RI�PDQNLQG�ZLOO�EH�PDGH�
DFFHVVLEOH�RQ�D�JOREDO�VFDOH²DQG�LW�ZLOO�EH�DOPRVW�LQVWDQWDQHRXVO\�DYDLODEOH�LQ�UHVSRQVH�WR�GHPDQG��

1HZ�,PSHULDOLVP"�
$OO�RI�WKHVH�IDFWRUV�PDNH�IRU�D�QRYHO�UHODWLRQVKLS�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�WKH�ZRUOG��7KHUH�DUH�LPSHULDO�
RYHUWRQHV�WR�LW��DQG�\HW�LQ�LWV�HVVHQFH�WKH�UHODWLRQVKLS�LV�TXLWH�GLIIHUHQW�IURP�WKH�WUDGLWLRQDO�LPSHULDO�VWUXFWXUH��7R�
EH�VXUH��WKH�IDFW�WKDW�LQ�WKH�DIWHUPDWK�RI�:RUOG�:DU�,,�D�QXPEHU�RI�QDWLRQV�ZHUH�GLUHFWO\�GHSHQGHQW�RQ�WKH�8QLWHG�
6WDWHV�LQ�PDWWHUV�RI�VHFXULW\��SROLWLFV��DQG�HFRQRPLFV�FUHDWHG�D�V\VWHP�WKDW�LQ�PDQ\�UHVSHFWV��LQFOXGLQJ�WKDW�RI�
VFDOH��VXSHUILFLDOO\�UHVHPEOHG�WKH�%ULWLVK��5RPDQ��DQG�&KLQHVH�HPSLUHV�RI�WKH�SDVW�����7KH�PRUH�WKDQ�D�PLOOLRQ�
$PHULFDQ�WURRSV�VWDWLRQHG�RQ�VRPH IRXU�KXQGUHG�PDMRU�DQG�DOPRVW�WKUHH�WKRXVDQG�PLQRU�8QLWHG�6WDWHV�PLOLWDU\�
EDVHV�VFDWWHUHG�DOO�RYHU�WKH�JOREH��WKH�IRUW\�WZR�QDWLRQV�WLHG�WR�WKH�8QLWHG�6WDWHV�E\�VHFXULW\�SDFWV��WKH�$PHULFDQ�
PLOLWDU\�PLVVLRQV�WUDLQLQJ�WKH�RIILFHUV�DQG�WURRSV�RI�PDQ\�RWKHU�QDWLRQDO�DUPLHV��DQG�WKH�DSSUR[LPDWHO\�WZR�
KXQGUHG�WKRXVDQG�8QLWHG�6WDWHV�FLYLOLDQ�JRYHUQPHQW�HPSOR\HHV�LQ�IRUHLJQ�SRVWV�DOO�PDNH�IRU�VWULNLQJ�DQDORJLHV�
WR�WKH�JUHDW�FODVVLFDO�LPSHULDO�V\VWHPV�����

1HYHUWKHOHVV��WKH�FRQFHSW�RI��LPSHULDO��VKLHOGV�UDWKHU�WKDQ UHYHDOV�D�UHODWLRQVKLS�EHWZHHQ�$PHULFD�DQG�
WKH�ZRUOG�WKDW�LV�ERWK�PRUH�FRPSOH[�DQG�PRUH�LQWLPDWH��7KH��LPSHULDO��DVSHFW�RI�WKH�UHODWLRQVKLS�ZDV��LQ�WKH�ILUVW�
LQVWDQFH��D�WUDQVLWRU\�DQG�UDWKHU�VSRQWDQHRXV�UHVSRQVH�WR�WKH�YDFXXP�FUHDWHG�E\�:RUOG�:DU�,,�DQG�WR�WKH�
VXEVHTXHQW�IHOW�WKUHDW�IURP�FRPPXQLVP��0RUHRYHU��LW�ZDV�QHLWKHU�IRUPDOO\�VWUXFWXUHG�QRU�H[SOLFLWO\�OHJLWLPL]HG��
7KH��HPSLUH��ZDV�DW�PRVW�DQ�LQIRUPDO�V\VWHP�PDUNHG�E\�WKH�SUHWHQVH�RI�HTXDOLW\�DQG QRQ�LQWHUIHUHQFH��7KLV�
PDGH�LW�HDVLHU�IRU�WKH��LPSHULDO��DWWULEXWHV�WR�UHFHGH�RQFH�FRQGLWLRQV�FKDQJHG��%\�WKH�ODWH�����V��ZLWK�D�IHZ�

6FLHQWLVWV��(QJLQHHUV�DQG�3K\VLFLDQV�IURP�WKH�'HYHORSLQJ�&RXQWULHV�WR�WKH�8QLWHG�6WDWHV���+HDULQJ�EHIRUH�D�6XEFRPPLWWHH�RQ�*RYHUQPHQW�
2SHUDWLRQV��+RXVH�RI�5HSUHVHQWDWLYHV��:DVKLQJWRQ��'�&���-DQXDU\�����������SS���������KHUHDIWHU�FLWHG�DV�+HDULQJ���������
� ,W�LV�HVWLPDWHG��E\�WKH�,QVWLWXWH�IRU�3ROLWLFV�DQG�3ODQQLQJ��$UOLQJWRQ��9LUJLQLD���WKDW�WKH�YROXPH�RI�GLJLWDO�FRPPXQLFDWLRQ�ZLOO�VKRUWO\�H[FHHG�
KXPDQ�FRQYHUVDWLRQ�DFURVV�WKH�$WODQWLF��LW�KDV�DOUHDG\�GRQH�VR�LQ�WKH�8QLWHG�6WDWHV��0RUHRYHU��ZLWKLQ�WKH�QH[W�GHFDGH�WKH�YDOXH�RI�
LQIRUPDWLRQ�H[SRUW�IURP�WKH�8QLWHG�6WDWHV�WR�(XURSH�ZLOO�H[FHHG�WKH�YDOXH�RI�PDWHULDO�H[SRUWV�



�������

H[FHSWLRQV�WKH�HDUOLHU�GLUHFW�SROLWLFDO�PLOLWDU\�GHSHQGHQFH�RQ�WKH�8QLWHG�6WDWHV�KDG�GHFOLQHG��RIWHQ�LQ�VSLWH�RI�
SROLWLFDO�HIIRUWV�E\�WKH�8QLWHG�6WDWHV�WR�PDLQWDLQ�LW���,WV�SODFH�KDG�EHHQ�ILOOHG�E\�WKH�PRUH�SHUYDVLYH�EXW�OHVV�
WDQJLEOH�LQIOXHQFH�RI�$PHULFDQ�HFRQRPLF�SUHVHQFH�DQG�LQQRYDWLRQ�DV�WKH\�RULJLQDWHG�GLUHFWO\�IURP�WKH�8QLWHG�
6WDWHV�RU�ZHUH�VWLPXODWHG�DEURDG�E\�$PHULFDQ�IRUHLJQ�LQYHVWPHQW��WKH�ODWWHU�DQQXDOO\�\LHOGLQJ�D SURGXFW�
FRQVLGHUDEO\�LQ�H[FHVV�RI�WKH�JURVV�QDWLRQDO�SURGXFW�RI�PRVW�PDMRU�FRXQWULHV������,Q�HIIHFW���������$PHULFDQ�
LQIOXHQFH�KDV�D�SRURXV�DQG�DOPRVW�LQYLVLEOH�TXDOLW\��,W�ZRUNV�WKURXJK�WKH�LQWHUSHQHWUDWLRQ�RI�HFRQRPLF�
LQVWLWXWLRQV��WKH�V\PSDWKHWLF�KDUPRQ\�RI�SROLWLFDO�OHDGHUV�DQG�SDUWLHV��WKH�VKDUHG�FRQFHSWV�RI�VRSKLVWLFDWHG�
LQWHOOHFWXDOV��WKH�PDWLQJ�RI�EXUHDXFUDWLF�LQWHUHVWV��,W�LV��LQ�RWKHU�ZRUGV��VRPHWKLQJ�QHZ�LQ�WKH�ZRUOG��DQG�QRW�\HW�
ZHOO�XQGHUVWRRG������

,W�LV�WKH�QRYHOW\�RI�$PHULFD
V�UHODWLRQVKLS�ZLWK�WKH�ZRUOG²�FRPSOH[��LQWLPDWH��DQG�SRURXV²WKDW�WKH�
PRUH�RUWKRGR[��HVSHFLDOO\�0DU[LVW��DQDO\VHV�RI�LPSHULDOLVP�IDLO�WR�HQFRPSDVV��7R�VHH�WKDW�UHODWLRQVKLS�PHUHO\�DV�
WKH�H[SUHVVLRQ�RI�DQ�LPSHULDO�GULYH�LV�WR�LJQRUH�WKH�SDUW�SOD\HG�LQ�LW�E\�WKH�FUXFLDO�GLPHQVLRQ�RI�WKH�WHFKQRORJLFDO��
VFLHQWLILF�UHYROXWLRQ��7KDW�UHYROXWLRQ�QRW�RQO\�FDSWLYDWHV�WKH�LPDJLQDWLRQ�RI�PDQNLQG��ZKR�FDQ�IDLO�WR�EH�PRYHG�
E\�WKH�VSHFWDFOH�RI�PDQ�UHDFKLQJ�WKH�PRRQ"��EXW�LQHVFDSDEO\�FRPSHOV�LPLWDWLRQ�RI�WKH�PRUH�DGYDQFHG�E\�WKH�OHVV�
DGYDQFHG�DQG�VWLPXODWHV�WKH�H[SRUW�RI�QHZ�WHFKQLTXHV��PHWKRGV��DQG�RUJDQL]DWLRQDO�VNLOOV�IURP�WKH�IRUPHU�WR�WKH�
ODWWHU��7KHUH�LV�QR�GRXEW�WKDW�WKLV�UHVXOWV�LQ�DQ�DV\PPHWULFDO�UHODWLRQVKLS��EXW�WKH�FRQWHQW�RI�WKDW�DV\PPHWU\�PXVW�
EH�H[DPLQHG�EHIRUH�LW�LV�FDOOHG�LPSHULDOLVP��/LNH�HYHU\�VRFLHW\��$PHULFD�QR�GRXEW�SUHIHUV�WR�EH�PRUH�UDWKHU�WKDQ�
OHVV�DGYDQFHG��\HW�LW�LV�DOVR�VWULNLQJ�WKDW�QR�RWKHU�FRXQWU\�KDV�PDGH�VR�JUHDW�DQ�HIIRUW��JRYHUQPHQWDOO\�DQG�
SULYDWHO\��WKURXJK�EXVLQHVV�DQG�HVSHFLDOO\�WKURXJK�IRXQGDWLRQV��WR�H[SRUW�LWV�NQRZ�KRZ��WR�PDNH�SXEOLF�LWV�VSDFH�
ILQGLQJV��WR�SURPRWH�QHZ�DJULFXOWXUDO�WHFKQLTXHV��WR�LPSURYH�HGXFDWLRQDO�IDFLOLWLHV��WR�FRQWURO�SRSXODWLRQ�JURZWK��
WR�LPSURYH�KHDOWK�FDUH��DQG�VR�RQ��$OO�RI�WKLV�KDV�LPSHULDO�RYHUWRQHV��DQG�\HW�LW�LV�PLVOHDGLQJ�WR�ODEHO�LW�DV�VXFK�����

,QGHHG��XQDEOH�WR�XQGHUVWDQG�IXOO\�ZKDW�LV�KDSSHQLQJ�LQ�WKHQ�RZQ�VRFLHW\��$PHULFDQV�ILQG�LW�GLIILFXOW�WR�
FRPSUHKHQG�WKH�JOREDO�LPSDFW�WKDW�WKDW�VRFLHW\�KDV�KDG�LQ�LWV�XQLTXH�UROH�DV�GLVVHPLQDWRU�RI�WKH�WHFKQHWURQLF�
UHYROXWLRQ��7KLV�LPSDFW�LV�FRQWUDGLFWRU\��LW�ERWK�SURPRWHV�DQG�XQGHUPLQHV�$PHULFDQ�LQWHUHVWV�DV�GHILQHG�E\�
$PHULFDQ�SROLF\PDNHUV��LW�KHOSV�WR�DGYDQFH�WKH�FDXVH�RI�FRRSHUDWLRQ�RQ�D�ODUJHU�VFDOH�HYHQ�DV�LW�GLVUXSWV�H[LVWLQJ�
VRFLDO�RU�HFRQRPLF�IDEULFV��LW�ERWK�OD\V�WKH�JURXQGZRUN�IRU�ZHOO�EHLQJ�DQG�VWDELOLW\�DQG�HQKDQFHV�WKH�IRUFHV�
ZRUNLQJ�IRU�LQVWDELOLW\�DQG�UHYROXWLRQ��8QOLNH�WUDGLWLRQDO�LPSHULDOLVWLF�SRZHUV��ZKLFK�UHOLHG�KHDYLO\�RQ�WKH�
SULQFLSOH�RI GLYLGH�HW�LPSHUD��SUDFWLFHG�ZLWK�VWULNLQJ�VLPLODULW\�E\�WKH�%ULWLVK�LQ�,QGLD�DQG�PRUH�UHFHQWO\�E\�WKH�
5XVVLDQV�LQ�(DVWHUQ�(XURSH���$PHULFD�KDV�VWULYHQ�WR�SURPRWH�UHJLRQDOLVP�ERWK�LQ�(XURSH�DQG�LQ�/DWLQ�$PHULFD��
<HW�LQ�VR�GRLQJ��LW�LV�KHOSLQJ�WR�FUHDWH�ODUJHU�HQWLWLHV�WKDW�DUH�PRUH�FDSDEOH�RI�UHVLVWLQJ�LWV�LQIOXHQFH�DQG�RI�
FRPSHWLQJ�ZLWK�LW�HFRQRPLFDOO\��,PSOLFLWO\�DQG�RIWHQ�H[SOLFLWO\ PRGHOOHG�RQ�WKH�$PHULFDQ�SDWWHUQ��PRGHUQL]DWLRQ�
PDNHV�IRU�SRWHQWLDOO\�JUHDWHU�HFRQRPLF�ZHOO�EHLQJ��EXW�LQ�WKH�SURFHVV�LW�GLVUXSWV�H[LVWLQJ�LQVWLWXWLRQV��XQGHUPLQHV�
SUHYDLOLQJ�PRUHV��DQG�VWLPXODWHV�UHVHQWPHQW�WKDW�IRFXVHV�GLUHFWO\�RQ�WKH�VRXUFH�RI�FKDQJH²$PHULFD��7KH�UHVXOW�
LV�DQ�DFXWH�WHQVLRQ�EHWZHHQ�WKH�NLQG�RI�JOREDO�VWDELOLW\�DQG�RUGHU�WKDW�$PHULFD�VXEMHFWLYHO\�VHHNV�DQG�WKH�
LQVWDELOLW\��LPSDWLHQFH��DQG�IUXVWUDWLRQ�WKDW�$PHULFD�XQFRQVFLRXVO\�SURPRWHV��

7KH�8QLWHG�6WDWHV�KDV�HPHUJHG�DV�WKH�ILUVW�JOREDO�VRFLHW\�LQ�KLVWRU\��,W�LV�D�VRFLHW\�LQFUHDVLQJO\�GLIILFXOW�
WR�GHOLQHDWH�LQ�WHUPV RI�LWV�RXWHU�&XOWXUDO�DQG�HFRQRPLF�ERXQGDULHV��0RUHRYHU��LW�LV�XQOLNHO\�WKDW�LQ�WKH�
IRUHVHHDEOH�IXWXUH�$PHULFD�ZLOO�FHDVH�WR�H[HUFLVH�WKH�LQQRYDWLYH�VWLPXOXV�WKDW�LV�FKDUDFWHULVWLF�RI�LWV�FXUUHQW�
UHODWLRQVKLS�ZLWK�WKH�ZRUOG��%\�WKH�HQG�RI�WKLV�FHQWXU\��H[WUDSRODWLQJ�IURP�FXUUHQW�WUHQGV��RQO\�VRPH�WKLUWHHQ�
FRXQWULHV�DUH�OLNHO\�WR�UHDFK�WKH������OHYHO�RI�WKH�SHU�FDSLWD�JURVV�QDWLRQDO�SURGXFW�RI�WKH�8QLWHG�6WDWHV�����8QOHVV�
WKHUH�LV�PDMRU�VFLHQWLILF�DQG�HFRQRPLF�VWDJQDWLRQ�RU�D�SROLWLFDO�FULVLV��VHH�3DUW�,9���DW�WKH�HQG�RI�WKH�FHQWXU\�
$PHULFD�ZLOO�VWLOO�EH�D�VLJQLILFDQW�IRUFH�IRU�JOREDO�FKDQJH��ZKHWKHU�RU�QRW�WKH�GRPLQDQW�VXEMHFWLYH�PRRG�LV�SUR��
RU�DQWL�$PHULFDQ��

���*OREDO�*KHWWRV�
7KH�7KLUG��:RUOG�LV�D�YLFWLP�RI�WKH�WHFKQHWURQLF�UHYROXWLRQ��:KHWKHU�WKH�OHVV�GHYHORSHG�FRXQWULHV�JURZ�

UDSLGO\�RU�VORZO\��RU�QRW�DW�DOO��DOPRVW�LQHYLWDEO\�PDQ\�RI�WKHP�ZLOO�FRQWLQXH�WR�EH�

�GRPLQDWHG�E\�LQWHQVLI\LQJ�
IHHOLQJV�RI�SV\FKRORJLFDO�GHSULYDWLRQ��,Q�D�ZRUOG�HOHFWURQLFDOO\�LQWHUPHVKHG��DEVROXWH�RU�UHODWLYH�XQGHU��
GHYHORSPHQW�ZLOO�EH�LQWROHUDEOH��HVSHFLDOO\�DV�WKH�PRUH�DGYDQFHG�FRXQWULHV�EHJLQ�WR�PRYH�EH\RQG�WKDW�LQGXVWULDO�
HUD�LQWR�ZKLFK�WKH�OHVV�GHYHORSHG�FRXQWULHV�KDYH�DV�\HW�WR�HQWHU��,W�LV�WKXV QR�ORQJHU�D�PDWWHU�RI�WKH��UHYROXWLRQ�RI�
ULVLQJ�H[SHFWDWLRQV���7KH�7KLUG�:RUOG�WRGD\�FRQIURQWV�WKH�VSHFWHU�RI�LQVDWLDEOH�DVSLUDWLRQV��

$W�RQH�WLPH�LQ�KLVWRU\�VHHPLQJO\�LQVROXEOH�SUREOHPV�SURPSWHG�IDWDOLVP�EHFDXVH�WKH\�ZHUH�WKRXJKW�WR�EH�
SDUW�RI�D�XQLYHUVDO�FRQGLWLRQ��7RGD\�VLPLODU�SUREOHPV�VWLPXODWH�IUXVWUDWLRQ�EHFDXVH�WKH\�DUH�VHHQ�DV�D�SDUWLFXODU�
SKHQRPHQRQ�E\�ZKLFK�RWKHUV��PRUH�IRUWXQDWH��DUH�QRW�DIIOLFWHG��7KH�SOLJKW�RI�WKH�XUEDQ�JKHWWRV�LQ�WKH�8QLWHG�
6WDWHV�SURYLGHV�DQ�DSSURSULDWH�DQDORJ\�WR�WKH�JOREDO�SRVLWLRQ�RI�WKH�OHVV�GHYHORSHG�FRXQWULHV��SDUWLFXODUO\�LQ�
$IULFD�DQG�$VLD��7KHLU�SUREOHP�LV�QRW WKDW�RI�WKH�DEVHQFH�RI�FKDQJH���,Q�VRPH�FDVHV�LW�LV�QRW�HYHQ�WKDW�RI�

��7KH�JURZWK�UDWH�RI�WKHVH�FRXQWULHV�GXULQJ�WKH�'HYHORSPHQW�'HFDGH�KDV�QRW�UHDFKHG�WKH�DQQXDO�ILJXUH�RI���SHU�FHQW�ZKLFK�ZDV�VHW�DV�WKH�
PLQLPXP�WDUJHW��$FWXDOO\�WKH�DYHUDJH�UDWH�IRU�ILIW\�IRXU�FRXQWULHV��UHSUHVHQWLQJ����SHU�FHQW�RI�WKH�SRSXODWLRQ�RI�WKH�GHYHORSLQJ�ZRUOG�DV�D�
ZKROH��ZDV�RQO\�����SHU�FHQW�SHU�DQQXP�IURP�L����WR�������������$PRQJ�WKH�ILIW\�IRXU�FRXQWULHV�PHQWLRQHG��WKHUH�LV�D JURXS�RI�HLJKWHHQ�ZLWK�
DQ�DYHUDJH�JURZWK�UDWH�RI�����SHU�FHQW�SHU�DQQXP��ZKLOH�WKH�UDWH�IRU�ILIWHHQ�FRXQWULHV�ZDV�VFDUFHO\�����SHU�FHQW�SHU�DQQXP��������%HWZHHQ�WKHVH�
WZR�H[WUHPHV�WKHUH�ZHUH�WZHQW\�RQH�FRXQWULHV�ZKRVH�DYHUDJH�JURZWK�UDWH�ZDV�����SHU�FHQW����7RZDUGV�D�*OREDO�6WUDWHJ\�RI�'HYHORSPHQW���D�
UHSRUW�E\�WKH�6HFUHWDU\�*HQHUDO�RI�WKH�8QLWHG�1DWLRQV�&RQIHUHQFH�RQ�7UDGH�DQG�'HYHORSPHQW��1HZ�<RUN��������S�����



�������

LQVXIILFLHQWO\�UDSLG�FKDQJH��EHFDXVH�LQ�UHFHQW�\HDUV�VHYHUDO�XQGHUGHYHORSHG�FRXQWULHV�KDYH�DWWDLQHG�LP�SUHVVLYH�
DQG�VXVWDLQHG�UDWHV�RI�JURZWK��6RXWK�.RUHD��7DLZDQ��DQG�*KDQD��IRU�H[DPSOH���5DWKHU��WKHLU�SUREOHP�DULVHV�IURP�
DQ�LQWHQVLI\LQJ�IHHOLQJ�RI�UHODWLYH�GHSULYDWLRQ�RI�ZKLFK�WKH\�DUH�PDGH�PRUH�DFXWHO\�DZDUH�E\�WKH�VSUHDG�RI�
HGXFDWLRQ�DQG�FRPPXQLFDWLRQV��$V�D�UHVXOW��SDVVLYH�UHVLJQDWLRQ�PD\�JLYH�ZD\�WR�DFWLYH�H[SORVLRQV�RI�XQGLUHFWHG�
DQJHU��

3URVSHFWV�IRU�&KDQJH�
,W�LV�H[WUHPHO\�GLIILFXOW�WR�SUHGLFW�WKH�HFRQRPLF�DQG�SROLWLFDO�GHYHORSPHQW�RI�WKH�XQGHUGHYHORSHG�

FRXQWULHV��6RPH RI�WKHP��HV�SHFLDOO\�LQ�/DWLQ�$PHULFD��PD\�PDNH�UHVSHFWDEOH�SURJUHVV�DQG�PD\��ZLWKLQ�WKH�QH[W�
WZR�GHFDGHV��UHDFK�WKH�HFRQRPLF�OHYHOV�RI�WKH�FXUUHQWO\�PRUH�DGYDQFHG�VWDWHV��,VODQGV�RI�GHYHORSPHQW�PD\�
LQFUHDVLQJO\�GRW�WKH�PDSV�RI�$VLD�DQG�$IULFD��DVVXPLQJ�WKDW�WKHUH�LV�UHODWLYH�SHDFH�DQG�SROLWLFDO�VWDELOLW\�LQ�WKH�
UHJLRQ�DV�D�ZKROH��%XW�WKH�RYHU�DOO�SURJQRVLV�LV�QRW�KRSHIXO��0HGLXP�SURMHFWLRQV�IRU�VHYHUDO�RI�WKH�PRUH�
LPSRUWDQW�XQGHUGHYHORSHG�FRXQWULHV�SRLQW�WR D�SHU�FDSLWD�DQQXDO�JURVV�QDWLRQDO�SURGXFW�LQ������RI������IRU�1L��
JHULD�������IRU�3DNLVWDQ�������IRU�,QGRQHVLD�������IRU�,QGLD�������IRU�&KLQD�������IRU�WKH�8QLWHG�$UDE�5HSXEOLF��
DQG������IRU�%UD]LO���%\�ZD\�RI�FRQWUDVW��WKH�SURVSHFWLYH�SHU�FDSLWD�ILJXUH�IRU������IRU�WKH�8QLWHG�6WDWHV�LV�
�������IRU�-DSDQ��������IRU�WKH�8665��������DQG�IRU�,VUDHO������������:KDW�LV�HYHQ�PRUH�VWULNLQJ�LV�WKDW�ZKLOH�
WKH�SHU�FDSLWD�*13�LQ�WKH�DERYH�DGYDQFHG�FRXQWULHV�LV�OLNHO\�WR�GRXEOH�GXULQJ�WKH�\HDUV������������IRU�D�VLQJOH�
1LJHULDQ�WKH�SHU�FDSLWD�*13�ZLOO�KDYH�LQFUHDVHG�E\�RQO\������IRU�D�3DNLVWDQL�E\������IRU�DQ�,QGRQHVLDQ�E\������
IRU�DQ�,QGLDQ�E\������IRU�D�&KLQHVH�E\������IRU�DQ�(J\SWLDQ�E\�������DQG�IRU�D�%UD]LOLDQ�E\�����GXULQJ�WKH�VDPH�
WZR�GHFDGHV�RI�GHYHORSPHQW��

7KH�WKUHDW�RI�RYHUSRSXODWLRQ�WR�HFRQRPLF�JURZWK²LQGHHG�WR�H[LVWHQFH�LWVHOI�KDV�EHHQ�ZLGHO\�GLVFXVVHG�
LQ�UHFHQW�\HDUV��7KDW�WKUHDW��LW�VKRXOG�EH�DGGHG��LQYROYHV�D�FUXFLDO�VRFLDO�SROLWLFDO�GLPHQVLRQ��2YHUSRSXODWLRQ�
FRQWULEXWHV�WR�WKH�EUHDN�XS�RI�ODQG�KROGLQJV�DQG�WKHUHE\�IXUWKHU�VWUDWLILHV�DQG�FRPSOLFDWHV�WKH�UXUDO�FODVV�
VWUXFWXUH��ZLGHQLQJ�GLVSDULWLHV�DQG�LQWHQVLI\LQJ�FODVV�FRQIOLFWV��6WDJJHULQJ�SUREOHPV�RI�XQHPSOR\PHQW�DUH�DOVR�
KLJKO\�SUREDEOH��$FFRUGLQJ�WR�WKH�,QWHUQDWLRQDO�/DERXU�2UJDQL]DWLRQ��E\������WKH�ODERXU�IRUFH�RI�$VLD
V�
GHYHORSLQJ�QDWLRQV�ZLOO�KDYH�LQFUHDVHG�IURP�����PLOOLRQ�WR�����PLOOLRQ��'XULQJ�WKLV�VDPH�SHULRG�WKH�QXPEHU�RI�
QHZ�MREV�LQ�WKHVH�FRXQWULHV�ZLOO�LQFUHDVH�E\�RQO\�����PLOOLRQ��DFFRUGLQJ�WR�SURMHFWLRQV�RI�FXUUHQW�JURZWK�UDWHV�����

(YHQ�LI LW�LV�DVVXPHG�WKDW�WKH�SUREOHP�RI�RYHUSRSXODWLRQ�ZLOO�EH�PHW�E\�JUHDWHU�DFFHSWDQFH�RI�ELUWK�
FRQWURO��WKH�HFRQRPLF�SLFWXUH�LQ�WHUPV�RI WKH�SHU�FDSLWD�*13�IRU�XQGHUGHYHORSHG�FRXQWULHV�EHFRPHV�RQO\�
PDUJLQDOO\�EULJKWHU�ZKHQ�LW�LV�FRPSDUHG�ZLWK�WKH�ILJXUHV�SURMHFWHG�IRU�WKH�PRUH�DGYDQFHG�VRFLHWLHV��)RU�H[DPSOH��
LQ�WKH�XQOLNHO\�HYHQW�WKDW�E\������,QGRQHVLD
V�SRSXODWLRQ�ZLOO�QRW�KDYH�LQFUHDVHG�VLQFH�������LWV�SHU�FDSLWD�*13�
ZLOO�EH�DSSUR[LPDWHO\������LQVWHDG�RI�WKH�SURMHFWHG�������XQGHU�VLPLODU�FLUFXPVWDQFHV��IRU�3DNLVWDQ�LW�ZLOO�EH�
�����LQVWHDG�RI�WKH�SURMHFWHG�������DQG�IRU�WKH�8QLWHG�$UDE�5HSXEOLF�DOPRVW������LQVWHDG�RI�������6LQFH�VRPH�
SRSXODWLRQ�JURZWK�LV�XQDYRLGDEOH��WKH�DERYH�ILJXUHV�DFWXDOO\�UHSUHVHQW�XQDWWDLQDEOH�OHYHOV��HYHQ�WKRXJK�WKH\�DUH�
LQ�WKHPVHOYHV�VLQJXODUO\�XQLPSUHVVLYH�ZKHQ�FRPSDUHG�ZLWK�WKH�ILJXUHV�IRU�WKH�PRUH�DGYDQFHG�SRUWLRQV�RI�WKH�
ZRUOG��

7R�SRLQW�WR�WKHVH�ILJXUHV�LV�QRW�WR�H[FOXGH�WKH�SUREDELOLW\�WKDW�SURJUHVV�ZLOO�EH�PDGH�LQ�VRPH�ILHOGV��,W�LV�
SUREDEO\�WUXH�WKDW��WKH�SLFWXUH�RI�WKH�ZRUOG�LQ�������GHVSLWH�WKH�ODUJH�SRFNHWV�RI�SRYHUW\�WKDW�ZLOO�VWLOO�H[LVW��LV�IDU�
IURP�JULP��,QGHHG��E\������PDVV�VWDUYDWLRQ��PDVV�KRPHOHVVQHVV��DQG�WKH�UDPSDQW�VSUHDG�RI�GLVHDVHV�WKDW�KDYH�
KLVWRULFDOO\�GHFLPDWHG�HQWLUH�SRSXODWLRQV�ZLOO�EH�JHQHUDOO\�HOLPLQDWHG��$OWKRXJK�WKH�XQGHUGHYHORSHG�FRXQWULHV�
ZLOO�VWLOO�EH�FRPSDUDWLYHO\�SRRU��WKH\�ZLOO�KDYH�JUHDWHU�DQG�PRUH�LPPHGLDWH�DFFHVV�WR�ZRUOGZLGH�WUDQVSRUWDWLRQ�
DQG�FRPPXQLFDWLRQV�V\VWHPV�DQG�WR�WKH�SURYLVLRQ�RI�GUXJV��PHGLFDO�FDUH��IRRG��VKHOWHU�DQG�FORWKLQJ�WKURXJK�
LQWHUQDWLRQDO�DVVLVWDQFH�LQ�WKH�HYHQW�RI�GLVDVWHU��7KH�VXUSOXV�FRPPRGLW\�SURGXFWLRQ�RI�WKH�8QLWHG�6WDWHV�ZLOO�EH�
DQ�LPSRUWDQW�HOHPHQW�LQ�WKH�IHHGLQJ�RI�XQGHUSULYLOHJHG�QDWLRQV������2QH�PD\�DVVXPH�WKDW�WKH�DSSHDUDQFH�RI�
JUHDWHU�LQWHUQDWLRQDO�SODQQLQJ�LQ�WHUPV�RI�LQWHUQDWLRQDO�FRPPRGLW\�DJUHHPHQWV��WUDQVSRUW�DUUDQJHPHQWV��KHDOWK�
UHJXODWLRQV��ILQDQFH��DQG�HGXFDWLRQ�ZLOO�PDNH�IRU�PRUH�RUGHUO\�DQG�GHOLEHUDWH�DSSURDFKHV�WR�WKH�SUREOHPV�SRVHG�
E\�EDFNZDUGQHVV��VORZ�JURZWK��DQG�WKH�ZLGHQLQJ�GLVSDULW\�LQ�VWDQGDUGV�RI�OLYLQJ��7KH�LQFUHDVLQJ�
FRPPXQLFDWLRQV�LQWLPDF\�ZLOO�SHUPLW�LQVWDQW�UHVSRQVHV�WR�VXGGHQ�HPHUJHQFLHV�DQG�DOORZ�IRU�FRQWLQXRXV�ORQJ��
GLVWDQFH�YLVXDO�FRQVXOWDWLRQV�E\�VSHFLDOLVWV��,Q�WKH�HYHQW�RI�QHHG��DLG�FRXOG�EH�PRELOL]HG�DQG�IHUULHG�DFURVV�WKH�
JOREH�LQ�QR�PRUH�WLPH�WKDQ�LV�QRZ�QHHGHG�WR�UHVSRQG�WR�DQ�LQWHUQDO�QDWLRQDO�FDODPLW\²RU�HYHQ�DQ�XUEDQ�RQH��

7KH�DJULFXOWXUDO�UHYROXWLRQ�LQ�$VLD�LV�DOUHDG\�FKDOOHQJLQJ�WKH�UHFHQWO\�IDVKLRQDEOH�SUHGLFWLRQV�RI�PDVV�
KXQJHU�DQG�VWDUYDWLRQ��0DVV�HGXFDWLRQDO�FDPSDLJQV�DQG�WKH�LQWURGXFWLRQ�RI�QHZ�FHUHDOV�DQG�IHUWLOL]HUV�KDYH�
SURPSWHG�DQ�LPSUHVVLYH�XSVXUJH�LQ�SURGXFWLYLW\��:LWKLQ�WKH�QH[W�IHZ�\HDUV�3DNLVWDQ��WKH�3KLOLSSLQHV��DQG�7XUNH\�
PD\�EHFRPH�JUDLQ�H[SRUWLQJ�VWDWHV��7KDLODQG�DQG�%XUPD�DOUHDG\�KDYH��7KH�FXPXODWLYH�HIIHFW�RI�VXFK�VXFFHVVHV�
PD\�ZHOO�EH�WR��EROVWHU�WKH�FRQILGHQFH�RI�QDWLRQDO�OHDGHUV�LQ�WKHLU�DELOLW\�WR�KDQGOH�RWKHU�VHHPLQJO\�LQVROXEOH�
SUREOHPV��,W�PD\�DOVR�VWUHQJWKHQ�WKH�IDLWK�LQ�PRGHUQ�WHFKQRORJ\�DQG�LWV�SRWHQWLDO�IRU�LPSURYLQJ�WKH�ZHOO�EHLQJ�RI�
WKHLU�SHRSOH������

<HW�HYHQ�DOORZLQJ�IRU�WKHVH�PRUH�KRSHIXO�GHYHORSPHQWV��WKH�IDFW�UHPDLQV�WKDW�WKRXJK�WKH�PDWHULDO�
FRQGLWLRQV�RI�OLIH�LQ�WKH�7KLUG�:RUOG�DUH�LQ�VRPH�UHVSHFWV�LPSURYLQJ��WKHVH�LPSURYHPHQWV�FDQQRW�NHHS�SDFH�ZLWK�
WKH�IDFWRUV�WKDW�PDNH IRU�SV\FKLF�FKDQJH��7KH�EDVLF�UHYROXWLRQDU\�FKDQJH�LV�EHLQJ�EURXJKW�DERXW�E\�HGXFDWLRQ�
DQG�FRPPXQLFDWLRQV��7KDW�FKDQJH��QHFHVVDU\�DQG�GHVLUDEOH�WR�VWLPXODWH�DQ�DWWLWXGH�UHFHSWLYH�WR�LQQRYDWLRQ��IRU�
H[DPSOH��WKH�DFFHSWDQFH�E\�SHDVDQWV�RI�IHUWLOL]HUV���DOVR�SURPSWV�DQ�LQWHQVH�DZDUHQHVV�RI�LQDGHTXDF\�DQG
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EDFNZDUGQHVV��
,Q�WKLV�UHJDUG��D�FRPSDULVRQ�RI�WKH�FRQWHPSRUDU\�VRFLR�HFRQRPLF�WUDQVIRUPDWLRQ�RI�WKH�7KLUG�:RUOG�

ZLWK�WKDW�RI�5XVVLD�DW�DERXW�WKH�WXUQ�RI�WKH�FHQWXU\�LV�UHYHDOLQJ��,Q�5XVVLD�WKH LQGXVWULDO�UHYROXWLRQ�RXWSDFHG�PDVV�
HGXFDWLRQ��OLWHUDF\�IROORZHG²UDWKHU�WKDQ�SUHFHGHG²PDWHULDO�FKDQJH���7KH�UHYROXWLRQDU\�PRYHPHQWV��
SDUWLFXODUO\�WKH�0DU[LVW�RQH��VWURYH�WR�FORVH�WKH�JDS�E\�SROLWLFDOO\�HGXFDWLQJ²KHQFH�UDGLFDOL]LQJ²WKH�PDVVHV��
7RGD\�LQ�WKH 7KLUG�:RUOG�D�VXEMHFWLYH�UHYROXWLRQ�LV�SUHFHGLQJ�FKDQJH�LQ�WKH�REMHFWLYH�HQYLURQPHQW�DQG�FUHDWLQJ�
D�VWDWH�RI�XQUHVW��XQHDVLQHVV��DQJHU��DQJXLVK��DQG�RXWUDJH��,QGHHG��LW�KDV�EHHQ�REVHUYHG�WKDW��WKH�IDVWHU�WKH�
HQOLJKWHQPHQW�RI�WKH�SRSXODWLRQ��WKH�PRUH�IUHTXHQW�WKH�RYHUWKURZ�RI�WKH�JRYHUQPHQW�����

7KLV�JDS�EHWZHHQ�DZDNHQLQJ�PDVV�FRQVFLRXVQHVV�DQG�PDWHULDO�UHDOLW\�DSSHDUV�WR�EH�ZLGHQLQJ��,Q�WKH�
\HDUV�����������WKH�LQFRPH�SHU�FDSLWD�RI�DQ�,QGLDQ�URVH�IURP�����WR�����Á�DQG�WKDW�RI�DQ�,QGRQHVLDQ�IURP�����WR�
�����WKH LQFRPH�RI�DQ�$OJHULDQ�GHFOLQHG�IURP������WR����������7KH�SHUFHQWDJH�RI�WKH�HFRQRPLFDOO\�DFWLYH�
SRSXODWLRQ�LQ�ILHOGV�RWKHU�WKDQ�DJULFXOWXUH�JUHZ�VXEVWDQWLDOO\�RQO\�LQ�$OJHULD��IURP����SHU�FHQW�WR����SHU�FHQW���
+RXVLQJ��SK\VLFLDQV�SHU�WKRXVDQG�LQKDELWDQWV��DQG�SHUVRQDO�FRQVXPSWLRQ�GLG�QRW�VKRZ�VLJQLILFDQW�DGYDQFHV�IRU�
WKH�PDMRU�EDFNZDUG�DUHDV��,Q�VRPH�WKH\�HYHQ�VKRZHG�D�GHFUHDVH������6HH7DEOH�����

7KH�6XEMHFWLYH�7UDQVIRUPDWLRQ�
$OWKRXJK�REMHFWLYH�FRQGLWLRQV�FKDQJHG�VORZO\��WKH�VXEMHFWLYH�HQYLURQPHQW�DOWHUHG�UDSLGO\��6SHFWDFXODU�

DGYDQFHV�FDPH�SULPDULO\�LQ�WZR�ILHOGV��FRPPXQLFDWLRQV�DQG�HGXFDWLRQ��7KH�QXPEHU�RI�UDGLRV�LQ�,QGLD�
TXDGUXSOHG�EHWZHHQ������DQG�������IURP�����PLOOLRQ�WR�����PLOOLRQ���HOVHZKHUH�LQ�WKH�7KLUG�:RUOG�WKH�ILJXUHV�
KDYH�GRXEOHG�RU�WULSOHG��7KH�WHOHYLVLRQ�DJH�LV�RQO\�EHJLQQLQJ�LQ�WKHVH�UHJLRQV��EXW�ERWK�WUDQVLVWRU�UDGLRV�DQG�
WHOHYLVLRQ�ZLOO�QR�GRXEW�EHFRPH�JHQHUDOO\�DYDLODEOH�WKHUH�LQ�WKH�QH[W�WZR�GHFDGHV����

$FFHVV�WR�KLJKHU�HGXFDWLRQ�KDV�DOVR�JURZQ�UDSLGO\��LQ�,QGLD�EHWZHHQ������DQG������WKH�LQFUHDVH�ZDV�
URXJKO\����SHU�FHQW��IURP���������WR�����PLOOLRQ�VWXGHQWV���DQG�E\������WKHUH�ZHUH�DERXW�����PLOOLRQ�VWXGHQWV�LQ�
�����FROOHJHV�DQG����XQLYHUVLWLHV��LQ�,QGRQHVLD�WKH�LQFUHDVH�ZDV����SHU�FHQW��IURP��������WR���������EHWZHHQ�
�����DQG�������DQG�LQ�WKH�8QLWHG�$UDE�5HSXEOLF�LW�ZDV�PRUH�WKDQ����SHU�FHQW���������WR����������GXULQJ�WKH�
VDPH�KDOI�GHFDGH��(QUROOPHQW�LQ�,QGLD
V�SULPDU\�VFKRROV�MXPSHG�IURP������PLOOLRQ�LQ������WR������PLOOLRQ�LQ�
������DFFRUGLQJ�WR�81(6&2�VWDWLVWLFV���6HH�7DEOH�����

,QFUHDVHG�DFFHVV�WR�HGXFDWLRQ�JLYHV�ULVH�WR�LWV�RZQ�VSHFLILF�SUREOHPV��2Q�WKH RQH�KDQG��DFFHVV�WR�
DGYDQFHG�WUDLQLQJ��SDUWLFXODUO\�RI�D�WHFKQLFDO�QDWXUH��LV�WRR�OLPLWHG�WR�VXVWDLQ�H[WHQVLYH�DQG�LQWHQVLYH�
PRGHUQL]DWLRQ���7KH�7KLUG�:RUOG�LV�VWLOO�ZRHIXOO\�EDFNZDUG�LQ�LQWHUPHGLDWH�WHFKQLFDO�HGXFDWLRQ��2Q�WKH�RWKHU�
KDQG��WKH�FDSDFLW\�RI�PDQ\�RI�WKH�OHVV�GHYHORSHG�FRXQWULHV�WR�DEVRUE�WUDLQHG�SHUVRQQHO�LV�LQDGHTXDWH��WKH�UHVXOW�LV�
D�FODVV�RI�GLVVDWLVILHG�FROOHJH�JUDGXDWHV��FRPSRVHG�HVSHFLDOO\ RI�WKRVH�IURP�WKH�OHJDO�DQG�OLEHUDO�DUWV�IDFXOWLHV��
ZKR�DUH�XQDEOH�WR�REWDLQ�JDLQIXO�HPSOR\PHQW�FRPSDWLEOH�ZLWK�WKHLU�H[SDQGHG�H[SHFWDWLRQV��$OWKRXJK�WKLV�SURE��
OHP�LV�DOUHDG\�DFXWH�LQ�VHYHUDO�FRXQWULHV����� LW�FRXOG�EH�PDGH�ZRUVH�E\�WKH�LQWURGXFWLRQ�RI�DXWRPDWLRQ�LQWR�WKH�
RYHUPDQQHG�IDFWRULHV�DQG�EXUHDXFUDFLHV�RI�WKH�OHVV�GHYHORSHG�FRXQWULHV�����

�%HWZHHQ������DQG�������5XVVLDQ�FRDO�PLQLQJ�RXWSXW�URVH�E\�����SHU�FHQW��IURP���PLOOLRQ�WR������PLOOLRQ�WRQV��DQG�LURQ�VPHOWLQJ�E\�����
SHU�FHQW��EHWZHHQ������DQG������������PLOHV�RI�UDLOZD\�ZHUH�FRQVWUXFWHG��DQG�EHWZHHQ������DQG��������������PLOHV���&RDO�SURGXFWLRQ�LQ�
5XVVLD�URVH����SHUFHQW�LQ�WKH�SHULRG������������DV�DJDLQVW�D�JURZWK�UDWH�RI����SHUFHQW�LQ�WKH�8QLWHG�6WDWHV�����SHUFHQW��LQ�*HUPDQ\����SHUFHQW�
LQ�%ULWDLQ��DQG���SHUFHQW�LQ�)UDQFH�LQ�WKH�VDPH�SHULRG��,Q�WKH�FDVH�RI�SLJ�LURQ��5XVVLDQ�RXWSXW�URVH�E\����SHUFHQW�LQ�WKH�SHULRG������������
ZKLOH�WKH�UDWH�RI�LQFUHDVH�LQ�WKH�8QLWHG�6WDWHV�ZDV ���SHUFHQW��LQ�*HUPDQ\����SHUFHQW��LQ�%ULWDLQ���SHUFHQW��DQG�LQ�)UDQFH����SHUFHQW��
$OWKRXJK�WKH�HFRQRPLF�EDFNZDUGQHVV�RI�5XVVLD�KDG�QRW�GLVDSSHDUHG�RQ�WKH�HYH�RI�WKH�ZDU��LW�ZDV�FOHDUO\�GLVDSSHDULQJ��7KH�VWDQGDUG�RI�OLYLQJ�
ZDV�QRW�KLJK��EXW�LW�ZDV�ULVLQJ��,Q�WKH�WZHQW\�\HDUV�SUHFHGLQJ�WKH�ZDU�WKH�SRSXODWLRQ�RI�5XVVLD�LQFUHDVHG�E\�DERXW���
�SHUFHQW��ZKLOH�WKH�
GRPHVWLF�FRQVXPSWLRQ�RI�JRRGV�PRUH�WKDQ�GRXEOHG���6��3XVKNDUHY��7KH�(PHUJHQFH�RI�0RGHUQ�5XVVLD������������1HZ�<RUN��������S��������
<HW�RQ�WKH�HYH�RI�:RUOG�:DU�,�WKHUH�ZHUH�RQO\���������VWXGHQWV�LQ�KLJKHU�HGXFDWLRQ�LQ�D�FRXQWU\�RI�VRPH�����PLOOLRQ�SHRSOH��DQG����SHU�FHQW�
RI�WKH�SHRSOH�ZHUH�LOOLWHUDWH��3XVK�NDUHY��SS�������������2I�WKH�FKLOGUHQ�LQ�WKH������DJH�EUDFNHW�����SHU�FHQW�ZHUH�QRW�UHFHLYLQJ�DQ\�HGXFDWLRQ��
ZKLOH�WKH�SHUFHQWDJH�RI�OLWHUDWHV�DPRQJ�PLOLWDU\�LQGXFWHHV�URVH�EHWZHHQ������DQG������DW�D�UDWH�RI�RQO\�VOLJKWO\�PRUH�WKDQ�RQH�SHU�FHQW�SHU�
DQQXP��$��*��5DVKLQ��)RUPLURYDQLH�5DERFKHJR�.ODVVD�5RVVLL��0RVFRZ��������S��������
�� �)RU����QDWLRQV��IRU�H[DPSOH��WKH�FRUUHODWLRQ�EHWZHHQ�WKH�SURSRUWLRQ�RI�FKLOGUHQ�LQ�SULPDU\�VFKRROV�DQG�WKH�IUHTXHQF\�RI�UHYROXWLRQ�ZDV���
�����,Q�FRQWUDVW��IRU����QDWLRQV�WKH�FRUUHODWLRQ�EHWZHHQ�WKH�UDWH�RI�FKDQJH�LQ�SULPDU\�HQUROOPHQW�DQG�SROLWLFDO�LQVWDELOLW\�ZDV�������6DPXHO�3��
+XQWLQJWRQ���3ROLWLFDO�2UGHU�LQ�&KDQJLQJ�6RFLHWLHV��1HZ�+DYHQ�DQG�/RQGRQ��������S�������
Á� ,W�VKRXOG�EH�QRWHG�WKDW�WKHVH�DUH�DYHUDJH�ILJXUHV���$�VXUYH\�IRU���������LQGLFDWHG�WKDW�KDOI�RI�,QGLD
V�SRSXODWLRQ�ZDV�OLYLQJ�RQ�5�����RU�OHVV�
SHU�PRQWK��DERXW���F�LQ�8�6��FXUUHQF\�SHU�GD\�������,Q�VKRUW�WKH�YHU\�ORZ�DYHUDJH�LQFRPH�GRHV�QRW�EHJLQ�WR�SOXPE�WKH�GHSWKV�RI�PLVHU\�LQ�
,QGLD���0\UGDO��S��������
��7KH�&KDLUPDQ�RI�WKH�,QGLDQ�$WRPLF�(QHUJ\�&RPPLVVLRQ�HVWLPDWHG�WKDW�FRPPXQLW\�WHOHYLVLRQ�IRU�DOO�WKH�ILYH�KXQGUHG�DQG�VL[W\�WKRXVDQG�
YLOODJHV�LQ�,QGLD�FRXOG�EH�WUDQVPLWWHG�E\�VDWHOOLWH�LQ�ILYH�\HDUV�DW�D�FRVW�RI�RQO\������PLOOLRQ��7KH�1HZ�<RUN�7LPHV��$XJXVW������������,Q�
6HSWHPEHU������WKH�8QLWHG�6WDWHV�FRQFOXGHG�DQ�DJUHHPHQW�ZLWK�,QGLD�IRU�WKH�FUHDWLRQ�E\������RI�D�VDWHOOLWH�WKDW�ZLOO�SURYLGH�WHOHYLVLRQ�
SURJUDPV�RQ�DJULFXOWXUH�DQG�ELUWK�FRQWURO�IRU�DSSUR[LPDWHO\�ILYH�WKRXVDQG�YLOODJHV�LQ�IRXU�+LQGL�VSHDNLQJ�VWDWHV��VHH�DOVR�RXU�HDUOLHU�
GLVFXVVLRQ�RI�WKH�$PHULFDQ�LPSDFW���
�6HH�WKH�WDEOHV�RQ�SDJH�����DV�ZHOO�DV�WKH�PRUH�H[WHQVLYH�FRPSDULVRQV�EHWZHHQ�WKH�7KLUG�:RUOG�DQG�WKH�8QLWHG�6WDWHV�DQG�:HVWHUQ�(XURSH�
�ERWK�FXUUHQW�ILJXUHV�DQG�SURMHFWLRQV�IRU�WKH�\HDU�������FRQWDLQHG�LQ�+LJKHU�(GXFDWLRQ��&RPPLWWHH�RQ�+LJKHU�(GXFDWLRQ��/RQGRQ��������
HVSHFLDOO\�$SSHQGL[HV�,�DQG�9��
������$V�WKH�VFLHQWLILF�SURFHVVLQJ�RI�LQIRUPDWLRQ�ZLOO�EH�XQGHU�ZD\�LQ�WKH�XUEDQ�FHQWHUV�RI�$VLD��$IULFD�DQG�/DWLQ�$PHULFD�E\�������ODUJH�
QXPEHUV�RI�FOHUNV��UXQQHUV��VRUWHUV��DQG�ILOHUV�WKDW�WRGD\�DFFRXQW�IRU�WKH�ZHLJKW�RI�SXEOLF�DQG�SULYDWH�EXUHDXFUDF\�LQ�,QGLD��1LJHULD�RU�%UD]LO�
ZLOO�EHJLQ�WR�EH�WKUHDWHQHG�ZLWK�GLVSODFHPHQW�DQG�WKH�LQVHFXULWLHV�RI�XQHPSOR\PHQW���7KH�8QLWHG�6WDWHV�DQG�WKH�:RUOG�LQ�WKH������(UD� S��
�����,W�LV�HVWLPDWHG�WKDW�E\������URXJKO\�RQH�KDOI�RI�&H\ORQ
V�H[SHFWHG�RQH�PLOOLRQ�XQHPSOR\HG�ZLOO�KDYH�FHUWLILFDWHV�RI�KLJKHU�HGXFDWLRQ�
��7KH�,QWHUQDWLRQDO�5HSRUW���7KH�(FRQRPLVW� -XQH���������� S�����
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7KH�SUREOHP��LV�DJJUDYDWHG�E\�WKH�IUHTXHQWO\�ORZ�OHYHO�RI�ZKDW�LV�RIILFLDOO\�GHVFULEHG�DV�KLJKHU�HGXFDWLRQ��
$FFRUGLQJ�WR�RQH�DGPLWWHGO\�LPSUHVVLRQLVWLF�EXW�SHUFHSWLYH�DFFRXQW���$W�D�JHQHURXV�HVWLPDWH��SHUKDSV���SHU�FHQW�
RI WKH�PDVV�RI�,QGLDQ�VWXGHQWV�LQ�LQVWLWXWLRQV�RI�KLJKHU�HGXFDWLRQ�DUH�UHFHLYLQJ�GHFHQW�WUDLQLQJ�E\�UHFRJQL]DEOH�
ZRUOG�VWDQGDUGV������,Q�PRVW�SODFHV�DFDGHPLF�VWDQGDUGV�KDYH�IDOOHQ�VR�ORZ�WKDW�WKH\�FDQ�KDUGO\�EH�VDLG�WR�KDYH�
VXUYLYHG������7KLV�FRQGLWLRQ�LV�E\�QR�PHDQV�OLPLWHG�WR�,QGLD���7HDFKLQJ�LQ�6RXWK�$VLDQ�VFKRROV�DW�DOO�OHYHOV�WHQGV�
WR�GLVFRXUDJH�LQGHSHQGHQW�WKLQNLQJ�DQG�WKH�JURZWK�RI�WKDW�LQTXLVLWLYH�DQG�H[SHULPHQWDO�EHQW�RI�PLQG�WKDW�LV�VR�
HVVHQWLDO�IRU�GHYHORSPHQW��������7KH�6RXWK�$VLDQ�SHRSOHV�DUH�QRW�PHUHO\�EHLQJ�LQVXIILFLHQWO\�HGXFDWHG��WKH\�DUH�
EHLQJ PLVHGXFDWHG�RQ�D�KXJH�VFDOH������6LPLODUO\�LQ�/DWLQ�$PHULFD����%\�QRZ�LW�LV�IXOO\�UHFRJQL]HG�WKDW�HGXFDWLRQ



�������

LQ�/DWLQ�$PHULFD�KDV�IXQGDPHQWDO�VKRUWFRPLQJV��WKDW�WKHUH�LV�D�KLJK�LOOLWHUDF\�UDWH��DQG�WKDW�WKH�HGXFDWLRQDO�
V\VWHP�EHDUV�QR�UHODWLRQ�WR�WKH�UHTXLUHPHQWV�RI�HFRQRPLF�GHYHORSPHQW��TXLWH�DSDUW�IURP�WKH�VHULRXV�GHILFLHQFLHV�
WKDW�H[LVW�LQ�RWKHU�EDVLF�FXOWXUDO�UHVSHFWV����� �(GXFDWLRQ��RI�WKLV�VRUW�FRQWULEXWHV�WR�WKH�HPHUJHQFH�RI�DQ�
LQDGHTXDWHO\�WUDLQHG�FODVV�RI�\RXQJHU�SHRSOH�ZKRVH�IUXVWUDWLRQV��LQFUHDVLQJ�UDGLFDOLVP��DQG�VXVFHSWLELOLW\�WR�
8WRSLDQ�DSSHDOV�KDYH�PDQ\�SDUDOOHOV�LQ�WKRVH�RI�WKH�QLQHWHHQWK�FHQWXU\�LQWHOOLJHQWVLD�RI�WKH�PRUH�EDFNZDUG�
UHJLRQV�RI�(XURSH��SDUWLFXODUO\�5XVVLD�DQG�WKH�%DONDQV��

7R REWDLQ�TXDOLW\�HGXFDWLRQ��D�VPDOO�SHUFHQWDJH�RI�WKH�VWXGHQWV�²HLWKHU�EHFDXVH�WKH\�DUH�XQXVXDOO\�
JLIWHG�DQG�FDQ�REWDLQ�VFKRODUVKLSV��RU�EHFDXVH�WKH\�FRPH�IURP�ZHDOWK\�IDPLOLHV²JR�DEURDG��$V�D�UHVXOW��WKH\�DUH�
WHPSWHG�WR�DGDSW�WR�IRUHLJQ�VW\OHV�DQG�PRGHV�RI OLIH��DQG�HYHQ�WR�UHPDLQ�DEURDG��LQ�HIIHFW��WKH\�RSW�RXW�RI�WKHLU�
RZQ�VRFLHW\�HLWKHU�E\�HPLJUDWLQJ�LQWHUQDOO\�RQ�WKHLU�UHWXUQ��RU�VLPSO\�E\�QHYHU�UHWXUQLQJ��,Q�������IRU�H[DPSOH��
���SHU�FHQW�RI�WKH�&KLQHVH�VWXGHQWV�VWXG\LQJ�VFLHQFHV�DQG�HQJLQHHULQJ�LQ�WKH 8QLWHG�6WDWHV�FKRVH�QRW�WR�UHWXUQ�WR�
7DLZDQ��IRU�,QGLD�WKH�SHUFHQWDJH�ZDV�����DQG�IRU�.RUHD�DQG�3DNLVWDQ�LW�ZDV����DQG�����UHVSHFWLYHO\����� ,W�LV�D�
VWDJJHULQJ�IDFW�WKDW�WKH�XQGHUGHYHORSHG�FRXQWULHV�VXSSOLHG�DOPRVW�H[DFWO\�RQH�KDOI�RI�WKH�WRWDO�QXPEHU�RI�
HQJLQHHUV��VFLHQWLVWV��DQG�PHGLFDO�SHUVRQQHO�ZKR�HPLJUDWHG�WR�WKH�

8QLWHG�6WDWHV�LQ�WKH�\HDU�HQGLQJ�-XQH��������������RXW�RI �����������,W�LV�H[SHFWHG�WKDW�WKLV�SURSRUWLRQ�
ZLOO�DFWXDOO\�ULVH�LQ�WKH�\HDUV�WR�&RPH�����$W�WKH�VDPH�WLPH��PDQ\�RI�WKRVH�ZKR�GR�UHWXUQ�WR�WKHLU�QDWLYH�ODQGV�GR�
VR�DIWHU�KDYLQJ�EHFRPH��LPPHUVHG�LQ�YDOXHV�DQG�DQ�HGXFDWLRQDO�V\VWHP�ZKLFK�SUHSDUHV�LQGLYLGXDOV�WR�ILW�LQ�DQ�
DGYDQFHG�FRXQWU\�DQG�PD\�XQILW�WKHP�IRU�GHYHORSLQJ�DQ�DSSURSULDWH�SHUVRQDOLW\�IRU�DQ�DFWLYH�OLIH�LQ�WKHLU�RZQ�
FRPPXQLW\������

7KH�FXPXODWLYH�HIIHFW�RI�WKHVH�IDFWRUV�PDNHV�IRU�D�KLJKO\�WXUEXOHQW�DQG�H[WUHPHO\�DPRUSKRXV�SROLWLFDO�
SDWWHUQ��:LWKRXW�DOORZLQJ�IRU�VSHFLILF�GLIIHUHQFHV�DPRQJ�7KLUG�:RUOG�FRXQWULHV��LW�FDQ�EH�VDLG�LQ�JHQHUDO�WHUPV�
WKDW�WKH�SROLWLFDO�S\UDPLG�LQ�WKH OHVV�GHYHORSHG�FRXQWULHV�KDV�DW�LWV�EDVH�WKH�SHDVDQW�PDVVHV��VWLOO�SULPDULO\�
HQJDJHG�LQ�PDQXDO ODERXU�DQG�ODUJHO\�LOOLWHUDWH��EXW�QR�ORQJHU�SDURFKLDOO\ UHVWULFWHG�WR�WKHLU�LPPHGLDWH�
HQYLURQPHQW��VLQFH�WUDQVLVWRU�UDGLRV�HVWDEOLVK�LQWLPDWH�FRQWDFW�ZLWK�WKH QDWLRQDO�VRFLHW\�DQG�KHOS�GHYHORS�
DZDUHQHVV�RI�WKHLU�PDWHULDO�RU�QDWLRQDO�GHSULYDWLRQ����QH[W�LQ�RUGHU�LV�D�UDSLGO\�LQFUHDVLQJ�XUEDQ�SRSXODWLRQ��Á�
FRPSRVHG�WR�D�ODUJH�H[WHQW�RI�ILUVW�JHQHUDWLRQ�SRVW�SHDVDQW�FLW\�GZHOOHUV�VHDUFKLQJ�IRU�QHZ�VRXUFHV�RI�
DXWKRULW\����� WKHQ�FRPHV�D�SVHXGR�LQWHOOLJHQWVLD��ZKLFK�DFFRXQWV�IRU�URXJKO\�WZR�WR�WKUHH�SHU�FHQW�RI�WKH�
SRSXODWLRQ�DQG�LV�FRPSRVHG�RI�UHODWLYHO\�\RXQJ�SHRSOH�ZKR�GXULQJ�WKH�ODVW�GHFDGH�KDYH�DFTXLUHG�VRPH�IRUPDO�
DGYDQFHG�HGXFDWLRQ²RIWHQ�RI�YHU\�SRRU�SURIHVVLRQDO�TXDOLW\²DQG�ZKR��EHFDXVH�WKH\�OLYH�EDGO\�DQG�IHHO�WKDW�
VRFLHW\�GRHV�QRW�RIIHU�WKHP�WKH�RSSRUWXQLW\�WR�ZKLFK�WKH\�DUH�HQWLWOHG��DUH�KLJKO\�VXVFHSWLEOH�WR�PLOLWDQW�
[HQRSKRELF�FDXVHV��DW�WKH�WRS�RI�WKH�S\UDPLG�LV�D�UHODWLYHO\�ZHOO�HGXFDWHG�EXW�QDUURZ�JDXJHG�HOLWH�FODVV��VWUXJ��
JOLQJ�WR�DFKLHYH�ERWK�VWDELOLW\�DQG�SURJUHVV��,UDQ���RU�VRPHWLPHV�WR�GHOD\�RU�SUHYHQW�UHIRUPV��VRPH�/DWLQ�
$PHULFDQ�FRXQWULHV���EHFDXVH��DV�D�%UD]LOLDQ�VFKRODU�SXW�LW��WKH\��ZDQW�LW�WKDW�ZD\��,Q�RUGHU�WR�PDLQWDLQ�WKHLU�
SULYLOHJHV��WKH\�DUH�GHSHQGHQW�RQ�WKH�SHUSHWXDWLRQ�RI�WKH�VWDWXV�TXR������7KHVH�SULYLOHJHV�DUH�HLWKHU�WKRVH�RI�
SURSHUW\�RU��PRUH�IUHTXHQWO\�LQ�WKH�FDVH�RI�WKH�QHZ�QDWLRQV��RI�EXUHDXFUDWLF�SRVLWLRQ��

7KH�JKHWWRV�RI�WKH�JOREDO�FLW\�KDYH��DFFRUGLQJO\��VRPH�SDUDOOHOV�WR�WKH�UDFLDO�VOXPV�RI�WKH�8QLWHG�6WDWHV��
,Q�$PHULFDQ�FLWLHV�WKH�SUREOHP�LV�QRW�WKH�DEVHQFH�RI�GHYHORSPHQW�RU�FKDQJH��LW�VWHPV�IURP�WKH�SHUFHSWLRQ�E\�WKH�
SRRU�WKDW�HYHQ�UDSLG�FKDQJH�ZLOO�QRW�FKDQJH�PXFK�IRU�PDQ\�LQ�WKH�QHDU�IXWXUH��DQG�IURP�WKHLU�JURZLQJ�UHDOL]DWLRQ�
WKDW�WKRVH�ZKR�DUH�ULFKHU�DUH�WKHPVHOYHV�EHFRPLQJ�PRUDOO\�XQHDV\�RYHU�WKH�PDWHULDO�JDS��7KLV�FRPELQDWLRQ�RI�
IDFWRUV�FUHDWHV�D�VHQVH�RI�DFXWH�GHSULYDWLRQ�WKDW�UHVXOWV�LQ�LQWHQVLILHG�SROLWLFDO�KRVWLOLW\�WRZDUG�WKH�RXWVLGH�
ZRUOG�����7KH�PRELOL]DWLRQ�RI�WKDW�KRVWLOLW\�LQ�WKH�8QLWHG�6WDWHV�ZDV�PDGH�SRVVLEOH�E\�WKH�LQFUHDVH�LQ�WKH�QXPEHU�
RI�EODFN�$PHULFDQV�UHFHLYLQJ�KLJKHU�HGXFDWLRQ�DQG�WKHUHIRUH�FDSDEOH�RI�SURYLGLQJ�RQ�D�VRFLDOO\�VLJQLILFDQW�VFDOH�
WKH�HQHUJL]LQJ�OHDGHUVKLS�IRU�WKH�H[SUHVVLRQ�RI�KLWKHUWR�VXSSUHVVHG�JULHYDQFHV��$QRWKHU�IDFWRU�ZDV�WKH�UDSLG�
JURZWK�LQ�WKH�QXPEHU�RI�EODFN�$PHULFDQV�OLYLQJ�LQ�FLWLHV���DQG�WKHUHIRUH�UHOHDVHG�IURP�WKH�OHWKDUJ\�RI�WUDGLWLRQDO��
ZKIWH�GRPLQDWHG�UXUDO�H[LVWHQFH�DQG�EURXJKW�LQWR�GLUHFW�FRQWDFW�ZLWK�WKH�ZKLWH�FRPPXQLW\��ZKLFK��DOWKRXJK�
HVVHQWLDOO\�FRQVHUYDWLYH��KDV�EHFRPH�LQFUHDVLQJO\�DPELYDOHQW�LQ�LWV�YDOXHV��:LWKLQ�WKLV�FRQWH[W��DWWHPSWV�DW�
UHIRUP�FRQWULEXWHG�WR�IXUWKHU�WHQVLRQ�DQG�IULFWLRQ��SURPSWLQJ�VRPH��LQ�WKH�GRPLQDQW�FRPPXQLW\��WR�DGRSW�D�

�$V�RI�������DSSUR[LPDWHO\����SHU�FHQW�RI�WKH�PDOHV�RYHU����DQG����SHU�FHQW�RI�WKH�IHPDOHV�RYHU����LQ�3DNLVWDQ�ZHUH�LOOLWHUDWH��LQ�,QGLD�WKH�
SHUFHQWDJHV�ZHUH����SHU�FHQW�DQG����SHU�FHQW��UHVSHFWLYHO\��LQ�,QGRQHVLD����SHU�FHQW�DQG����SHU�FHQW��DQG�LQ�%XUPD����SHU�FHQW�DQG����SHU�
FHQW��,Q�/DWLQ�$PHULFD�LQ������������SHU�FHQW�RI�WKH�PDOHV�DQG������SHU�FHQW�RI�WKH�IHPDOHV�LQ�%UD]LO�ZHUH�LOOLWHUDWH� LQ�$UJHQWLQD�����SHU�FHQW�
DQG�����SHU�FHQW��LQ�&KLOH������SHU�FHQW�DQG������SHU�FHQW��LQ�3HUX������SHU�FHQW�DQG������SHU�FHQW��DQG�LQ�9HQH]XHOD������SHU�FHQW�DQG������
SHU�FHQW��0\UGDO��SS�������������81�6WDWLVWLFDO�<HDUERRN���������
�� ,W�LV�WKHUHIRUH�WRR�ODWH�WR�VXJJHVW�WKDW�VLQFH�SDUWLFLSDWLRQ�LV�UXQQLQJ�DKHDG�RI�WKH�HIIHFWLYH�LQVWLWXWLRQDOL]DWLRQ�RI�SROLWLFDO�SURFHVVHV��LW�PLJKW�
EH�GHVLUDEOH ²LQ�RUGHU�WR�SUHYHQW�FKDRV²WR�HLWKHU�OLPLW�RU�GHOD\�SURJUDPV�WKDW�VWLPXODWH�KLJKHU�OHYHOV�RI�SDUWLFLSDWLRQ²IRU�LQVWDQFH��E\�
VORZLQJ�GRZQ�GULYHV�DJDLQVW�LOOLWHUDF\�VR�WKDW�OLWHUDF\�GRHV�QRW�RXWSDFH�HFRQRPLF�DQG�SROLWLFDO�GHYHORSPHQW��(YHQ�LI�WKH�ODWWHU�ZHUH�
SUDFWLFDEOH��WKH�GLVVHPLQDWLRQ�RI�WUDQVLVWRU�UDGLRV��DQG�VRRQ�WHOHYLVLRQ��LV�EHJLQQLQJ�WR�KDYH�WKH�VDPH�SROLWLFDOO\�DFWLYL]�LQJ�HIIHFW�WKDW�
OLWHUDF\�KDG�RQ�WKH�XUEDQ�SUROHWDULDW�RI�WKH�ODWH�QLQHWHHQWK�FHQWXU\��7KXV��)UDQW]�)DQRK�TXLWH�FRUUHFWO\�REVHUYHG�LQ�KLV�6WXGLHV�LQ�D�'\LQJ�
&RORQLDOLVP��1HZ�<RUN��������WKDW��VLQFH������WKH�SXUFKDVH�RI�D�UDGLR�LQ�$OJHULD�KDV�PHDQW��QRW�WKH�DGRSWLRQ�RI�D�PRGHUQ�WHFKQLTXH�IRU�JHW��
WLQJ�QHZV��EXW�WKH�REWDLQLQJ�RI�DFFHVV�WR�WKH�RQO\�PHDQV�RI�HQWHULQJ�LQWR�FRPPXQLFDWLRQ�ZLWK�WKH�5HYROXWLRQ��RI�OLYLQJ�ZLWK�LW���S�������
Á�&LWLHV�ZLWK�SRSXODWLRQV�RI�RYHU�D�KXQGUHG�WKRXVDQG�KDYH�EHHQ�LQFUHDVLQJ�LQ�$VLD�DW�D�UDWH�WKUHH�WLPHV�WKDW�RI�WKH�JHQHUDO�SRSXODWLRQ�JURZWK�
RI�WKH�FRXQWULHV�FRQFHUQHG��0\UGDO��S��������
��7KH�SURSRUWLRQ�RI�DOO�1HJURHV�OLYLQJ�LQ�WKH�1RUWK�DQG�:HVW�DOPRVW�TXDGUXSOHG�IURP������WR�������ZKHQ����SHU�FHQW�RI�DOO�1HJURHV�UHVLGHG�
LQ�XUEDQ�DUHDV�DQG�WKXV�UHSUHVHQWHG�D�PRUH�XUEDQL]HG�SRSXODWLRQ�WKDQ�WKH�ZKLWHV��RQO\����SHU�FHQW�RI�ZKRP�UHVLGHG�LQ�XUEDQ�DUHDV��3KLOLS�0��
+DXVHU���'HPRJUDSKLF�)DFWRUV�LQ�WKH�,QWHJUDWLRQ�RI�WKH�1HJUR���LQ�7KH�1HJUR�$PHULFDQ��7DOFRWW�3DUVRQV�DQG�.HQQHWK %��&ODUN��HGV���%RVWRQ��
������SS���������



�������

UHDFWLRQDU\�SRVWXUH�DJDLQVW FKDQJH��DQG�RWKHUV��HVSHFLDOO\�DPRQJ�WKH�GHSULYHG��WR�DUJXH�WKDW�QR�FKDQJH�ZDV�
PHDQLQJIXO�ZLWKLQ�WKH�IUDPHZRUN�RI�WKH�H[LVWLQJ��V\VWHP��

$PHULFDQ�UDFLDO�VOXPV�KDYH�JURZQ�LQ�D�SDWWHUQ�QRW�XQOLNH�WKH�H[SDQVLRQ�RI�WKH�KXJH�LPSRYHULVKHG�XUEDQ�
FHQWHUV�RI�$VLD��%ODFNV�IURP�WKH�6RXWK�KDYH�WHQGHG�WR�PRYH�WR�QRUWKHUQ�FLWLHV�PRUH�LQ�UHDFWLRQ�WR�WKHLU�SRYHUW\�
DQG�IHOW�LQMXVWLFH�WKDQ�EHFDXVH�RI�WKH�DFWXDO�HPSOR\PHQW�DYDLODEOH�WKHUH��7KH�UDWH�RI��XQHPSOR\PHQW�LQ�ODUJH�
$PHULFDQ�FLWLHV�LV�VHYHUDO�WLPHV�PRUH�WKDQ�WKH�QDWLRQDO�DYHUDJH��,Q�$VLD��FLWLHV�LQKDELWHG�E\�LPSRYHULVKHG�DQG�
XQSURGXFWLYH�PDVVHV�KDYH�JURZQ�UDSLGO\�LQ�UHFHQW�\HDUV�QRW�EHFDXVH�RI�HPSOR\PHQW�RSSRUWXQLWLHV�EXW�EHFDXVH�RI�
UXUDO�SRYHUW\�DQG�LQVHFXULW\���,QVWHDG�RI�VWDQGLQJ�DV�D�V\PSWRP�RI�JURZWK��DV�LW�ZDV�LQ�WKH�:HVW��XUEDQL]DWLRQ�LQ�
6RXWK�$VLD�LV�DQ�DVSHFW�RI�FRQWLQXHG�SRYHUW\������

7KH�SDUDOOHO�EHWZHHQ�WKH�JKHWWRV�RI�WKH�JOREDO�FLW\�DQG�WKH�UDFLDO�VOXPV�RI�WKH�8QLWHG�6WDWHV�FDQ�EH�
H[WHQGHG�WR�WKH�SUREOHPV�IDFHG�E\�WKH�LQWHOOHFWXDO�SROLWLFDO�HOLWH�RI�WKH�7KLUG�:RUOG��,Q�WKH�8QLWHG�6WDWHV�
�LQWHJUDWLRQ��KDV�VR�IDU�WHQGHG WR�PHDQ�WKH�VHOHFWLYH�DVVLPLODWLRQ�RI�D�IHZ�LQGLYLGXDOV�ZKR�FDQ�FRQIRUP�WR�WKH�
SUHYDLOLQJ�QRUPV�RI�WKH�GRPLQDQW�FRPPXQLW\��KRZHYHU��WKHLU�DVVLPLODWLRQ�DOVR�PHDQV��WKH�ORVV�RI�WDOHQW�DQG�
H[SHUWLVH�WR�WKH�EODFN�FRPPXQLW\��LQ�ZKLFK�WKH�OHVV�HGXFDWHG
�PRUH�PLOLWDQW��SVHXGR�LQWHOOLJHQWVLD��LQFUHDVLQJO\�
SURYLGHV�FKDULVPDWLF�OHDGHUVKLS�WR�WKH�PDVVHV�E\�H[SORLWLQJ�UHYHUVH�UDFLVP��,Q�OLNH�PDQQHU��WKH�HVWDEOLVKHG�VRFLDO�
HOLWHV�RI�WKH�7KLUG�:RUOG�KDYH WHQGHG�WR�HPXODWH WKH�OLIH�VW\OHV�RI�WKH�PRUH�DGYDQFHG�ZRUOG��DQG�WR�HPLJUDWH�LQWR�
LW�HLWKHU�GLUHFWO\�RU�YLFDULRXVO\��

7KH�3ROLWLFDO�9DFXXP�
7KH�UHVXOWLQJ�YDFXXP�LV�ILOOHG�E\�DQ�LQGLJHQRXV�SVHXGR�LQWHOOLJHQWVLD��ZKRVH�YLHZV�DUH�LQIOXHQFHG�E\�GRFWULQHV�
DGYRFDWHG�E\�)UDQW]�)DQRQ��5HJLV�'HEUD\��&KH�*XHYDUD��DQG�RWKHUV��1LQHWHHQWK�FHQWXU\�(XURSHDQ�0DU[LVP��
RULJLQDOO\�DGGUHVVHG�WR�DQ�XUEDQ�SUROHWDULDW�RQO\�UHFHQWO\�GLYRUFHG�IURP�UXUDO�OLIH��LV�URPDQWLFDOO\�DGDSWHG�WR�WKH�
FRQGLWLRQV�RI�LQGXVWULDOO\�EDFNZDUG�WZHQWLHWK�FHQWXU\�JOREDO�JKHWWRV���7KH�UHYROXWLRQDU\�LQWHOOHFWXDO�LV�D�
YLUWXDOO\�XQLYHUVDO�SKHQRPHQRQ�LQ�PRGHUQL]LQJ�VRFLHWLHV��
1R�RQH�LV�DV�LQFOLQHG�WR�IRVWHU�YLROHQFH�DV�D�
GLVJUXQWOHG�LQWHOOHFWXDO��DW�OHDVW�ZLWKLQ�WKH�,QGLDQ�FRQWH[W�
�+RVHOLW]�DQG�:HLQHU�KDYH�REVHUYHG��
,W�LV�WKHVH�
SHUVRQV�ZKR�FRPSRVH�WKH�FDGUHV�RI�WKH�OHVV�UHVSRQVLEOH�SROLWLFDO�SDUWLHV��ZKR�PDNH�XS�WKH�QDUURZHU�HQWRXUDJH�RI�
GHPDJRJXHV�DQG�ZKR�EHFRPH�OHDGHUV�RI�PLOOHQDULDQ�DQG�PHVVLDQLF�PRYHPHQWV��DOO�RI�ZKLFK�PD\��ZKHQ�WKH�
RSSRUWXQLW\�LV ULSH��WKUHDWHQ�SROLWLFDO�VWDELOLW\�
�,Q�,UDQ�H[WUHPLVWV�RI�ERWK�WKH�OHIW�DQG�WKH�ULJKW�ZHUH�PRUH�OLNHO\�
WKDQ�PRGHUDWHV�WR�EH�SURGXFWV�RI�WKH�FLW\��WR�FRPH�IURP�WKH�PLGGOH�HFRQRPLF�VWUDWD��DQG�WR�EH�EHWWHU�HGXFDWHG������

*LYHQ�WKLV�HPRWLRQDO�FRQWH[W��H[WHUQDO DLG��GHVLJQHG�WR�RYHUFRPH�WKH�VSHFLILF�FRQGLWLRQ�RI�
EDFNZDUGQHVV�DQG�SRYHUW\��EHFRPHV�DQ�DGGLWLRQDO�SRLQW�RI�IULFWLRQ��DQG²HYHQ�ZKHQ�LW�KHOSV�WR�LPSURYH�WKH�
REMHFWLYH�VLWXDWLRQ²VWLPXODWHV�IXUWKHU�VXEMHFWLYH�WHQVLRQ��,Q�WKH�XUEDQ�JKHWWRV�RI�WKH�8QLWHG�6WDWHV��
JRYHUQPHQWDO�DQG�SULYDWH�DLG�SURJUDPV�DGPLQLVWHUHG�E\�ZKLWHV�KDYH�EHHQ�UHVHQWHG�E\�WKH�EODFNV��ZKHQ�
DGPLQLVWHUHG�E\�WKH�EODFNV��KRZHYHU��WKH\�KDYH�RIWHQ�EHFRPH�WDUJHWV�RI�ZKLWH�FKDUJHV�WKDW�IXQGV�GHVLJQHG�IRU�
VSHFLILF�GHYHORSPHQW�SURJUDPV�KDYH�EHHQ�XVHG�WR�DGYDQFH�EODFN�PLOLWDQF\��2Q�WKH�JOREDO�VFDOH���QHR��
FRORQLDOLVP��KDV�EHHQ�WKH�IRUPXOD�XVHG�WR�VWLPXODWH�VXVSLFLRQ�E\�WKH�PDVVHV�RI�WKH�SROLWLFDO�PRWLYHV�RI�HFRQRPLF�
DLG�IURP�WKH�DGYDQFHG�FRXQWULHV���JUDIW��FRUUXSWLRQ��DQG�LQHIILFLHQF\�KDYH�EHHQ�WKH FKDUJHV�PDGH�E\�GRQRU�
FRXQWULHV�DJDLQVW�WKH�UHFLSLHQWV�RI�HFRQRPLF�DVVLVWDQFH��

7KH�VKLIW�WRZDUG�HFRQRPLF�DVVLVWDQFH�RQ�DQ�LQWHUQDWLRQDO�EDVLV�LV�D�UHVSRQVH�WR�WKLV�GDQJHU²DW�OHDVW�LQ�
SDUW��,W�SRVHV�DQRWKHU�GDQJHU��KRZHYHU��$LG�FDQ�DW�EHVW�EH�RQO\�D�SDUWLDO�UHVSRQVH�WR�D�FRQGLWLRQ�WKDW KDV�
SURIRXQGO\�SV\FKRORJLFDO�DV�ZHOO�DV�PDWHULDO�URRWV��(FRQRPLF�DVVLVWDQFH�FDQ�EH�HIIHFWLYH�RQO\�LI��LQ�DGGLWLRQ��WKH�
UHFLSLHQW�FRXQWU\
V�HPRWLRQDO�UHVRXUFHV�DUH�PRELOL]HG�DQG�D�VHQVH�RI�SRSXODU�HQWKXVLDVP�DQG�SXUSRVH�LV�FUHDWHG��
7KLV�UHTXLUHV�QDWLYH�OHDGHUVKLS�WKDW�NQRZV�ERWK�KRZ�WR�VWLU�WKH�PDVVHV�DQG�KRZ�WR�XWLOL]H�IRUHLJQ�DLG�
LQWHOOLJHQWO\��6XFK�OHDGHUVKLS�LV�UDUH��ZKHUH�LW�GRHV�H[LVW�LW�IUHTXHQWO\�WHQGV�WR�EH�XQUHVSRQVLYH�WR�IRUHLJQ�LQ��
WHUHVWV�DQG�DGYLFH��DQG�WKXV�VWLPXODWHV�IRUHLJQ�UHVHQWPHQW��7KH�GLIILFXOWLHV�IDFHG�E\�WKH�8QLWHG�6WDWHV�LQ�GHDOLQJ�
ZLWK�1DVVHU�RU�$\XE�.KDQ��ZKR�ZHUH�QRW�RQO\�SURPRWLQJ�EXW�DOVR�UHVSRQGLQJ�WR�WKH�HPRWLRQDOLVP�RI�WKHLU�RZQ�
PDVVHV��DUH�FDVHV�LQ�SRLQW��

0RUHRYHU��HYHQ�LI�WKRVH�LQ�DXWKRULW\�DUH GHWHUPLQHG�WR�SURPRWH�VRFLDO�FKDQJH��WKH\�DUH�IDFHG�ZLWK�WKH�
LQWUDFWDEOH�IDFW�WKDW�WKHLU�UHDOLW\�FDQ�EH�FKDQJHG�RQO\�YHU\�JUDGXDOO\��ZKLOH�SRSXODU�PRELOL]DWLRQ�RQ�EHKDOI�RI�
FKDQJH�FDQ�EH�DWWDLQHG�RQO\�E\�VWLPXODWLQJ�PDVV�HQWKXVLDVP DQG�HPRWLRQ��7KH�UXOHUV WKXV�FRQIURQW�D�GLOHPPD��

7R�DGPLW�WKH�UHDOLW\�RI�WKH�VORZQHVV�RI�FKDQJH�LV�WR�GHSULYH�WKHPVHOYHV�RI�WKH�VXSSRUW�RI�WKH�PDVVHV�DQG�
WR�\LHOG�WKH�SROLWLFDO�LQLWLDWLYH�WR�UDGLFDO�GHPDJRJXHV��WR�PRELOL]H�WKH�PDVVHV�RQ�EHKDOI�RI�XQDWWDLQDEOH�JRDOV�LV�WR�
FRXUW�DQ�HYHQWXDO�H[SORVLRQ²XQOHVV�WKDW�PRELOL]DWLRQ�EHFRPHV�D�YHKLFOH�IRU�VXERUGLQDWLQJ�WKH�PDVVHV�WR�

�2Q�D�PRUH�VRSKLVWLFDWHG�OHYHO��WKH�HFRQRPLF�V\VWHP�RI�WKH�DGYDQFHG�FRXQWULHV�LV�FRQGHPQHG�DV�LQKHUHQWO\�LQFDSDEOH�RI�SURYLGLQJ�WUXH�
DVVLVWDQFH���7KXV��)XUWDGR�>WKH�/DWLQ�$PHULFDQ�HFRQRPLVW@�SRLQWV�RXW��WKH�FRUSRUDWLRQ�LV�GHVLJQHG�WR�ILW�WKH�QHHGV�RI�SURILW�PDNLQJ�LQ�DQ�
DGYDQFHG�HFRQRP\��DQG�ZKHQ�RQH�WULHV�WR�WUDQVSODQW�LWV�WHFKQRORJ\�WR�LPSRYHULVKHG��GHYHORSLQJ�ODQGV��IXULRXV�FRQWUDGLFWLRQV�UHVXOW��7KH�
QHZHVW�PDFKLQHV�VDYH�PDQSRZHU² D�EOHVVLQJ�LQ�WKH�86�DQG�D�FXUVH�LQ�D�FRXQWU\�ZLWK�UDPSDQW�XQGHUHPSOR\PHQW��0DVV�SURGXHWLRQ�UHTXLUHV�
D�KXJH�PDUNHW�QRQH[LVWHQW�LQ�DQ�DUFKDLF�DJULFXOWXUDO�VRFLHW\��6R��)XUWDGR�FRQFOXGHV��WKH�YHU\�6WUXFWXUH�RI�HFRQRPLF�OLIH�LQ�WKH�QHZ�QDWLRQV²�
IRUFHG�XSRQ�WKHP�LQ�WKH�ODVW�FHQWXU\²PDNHV LW�GLIILFXOW�IRU�WKHP�WR�DEVRUE�WKH�EHQHILWV�RI�VFLHQWLILF�DQG�WHFKQLFDO�SURJUHVV�RQ�WKRVH�UDUH�
RFFDVLRQV�ZKHUH�WKH\�PLJKW�KDYH�WKH�RSSRUWXQLW\�WR�GR�VR��7KXV��WKH�ULFK�QDWLRQV�VSHFLDOL]H�LQ�DFWLYLWLHV�ZKLFK�PDNH�ZRUN�HDVLHU��JRRGV�PRUH�
DEXQGDQW��OHLVXUH�PRUH�ZLGHVSUHDG��DQG�OLYLQJ�VWDQGDUGV�KLJKHU��7KH�SRRU�QDWLRQV�DUH�OHIW�ZLWK�WKH�JUXEE\�WDVNV�RI�SULPDU\�SURGXFWLRQ�DQG�
ZLWK�D�VWDJQDQW�RU�GHFOLQLQJ�PDUNHW��WKH\�PXVW�VHOO�FKHDS�DQG�EX\�GHDU�IURP�WKH�ERRPLQJ�IDFWRULHV���0LFKDHO�+DUULQJWRQ��$PHULFDQ�3RZHU�LQ�
WKH�7ZHQWLHWK�&HQWXU\��1HZ�<RUN��������S�����
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FHQWUDOL]HG��EXUHDXFUDWLF�FRQWURO�RI�WKH�VRUW�WKDW�FRPPXQLVW�OHDGHUV�SURYLGH�PRVW�HIIHFWLYHO\��)XUWKHUPRUH��WR�
REWDLQ�WKH�VXSSRUW�RI�WKH�SURSHUWLHG�DQG�PRUH�HGXFDWHG�JURXSV��WKH�UHIRUP�SODQQHUV�RIWHQ�KDYH�WR��WUHDG�PRVW�
ZDULO\�LQ�RUGHU�QRW�WR�GLVUXSW�WKH�WUDGLWLRQDO�VRFLDO�RUGHU�������WKH\�SHUPLW�WKH�ODZV�WR�FRQWDLQ�ORRSKROHV�RI�DOO�VRUWV�
DQG�HYHQ�OHW�WKHP�UHPDLQ�XQHQIRUFHG������7KH�GLVWDQFH�EHWZHHQ�SURPLVH�DQG�DWWDLQPHQW�WKXV�WHQGV�WR�ZLGHQ��

7KH�SURVSHFW�LV�WKDW�IHHOLQJV�RI�LQWHQVLYH�UHVHQWPHQW�ZLOO�PRVW�OLNHO\�JURZ�DV�WKH�JDS�EHWZHHQ�WKH�7KLUG�
:RUOG�DQG�WKH�GHYHORSHG�ZRUOG�ZLGHQV���,QGHHG��WKH\�ZLOO�SUREDEO\�LQWHQVLI\�DV�E\�WKH�\HDU������WKH�VSHFWUXP�
H[SDQGV�DQG�UDQJHV�IURP�WKH�IHZ�PRVW�DGYDQFHG�SRVW�LQGXVWULDO�WHFKQHWURQLF�VWDWHV��WKH�8QLWHG�6WDWHV��-DSDQ��
6ZHGHQ��&DQDGD���WR�WKH�GR]HQ�RU�VR�PDWXUH�LQGXVWULDO�VWDWHV��RQO\�WKHQ�DSSURDFKLQJ�WKH�SUHVHQW�OHYHOV�RI�WKH�
8QLWHG�6WDWHV���WR�WKH�WHQ�WR�ILIWHHQ�FXUUHQWO\ XQGHUGHYHORSHG�VWDWHV�WKDW�E\������ZLOO�KDYH�UHDFKHG�WKH�OHYHOV�RI�
WKH�FXUUHQWO\�OHVV�DGYDQFHG�HDUO\�LQGXVWULDO�VWDWHV��WR�WKH�ODUJH�JURXS��DERXW�VL[W\��VWLOO�LQ�WKH�SUH�LQGXVWULDO�VWDJH��
DQG�ILQDOO\�WR�WKRVH�UHPDLQLQJ�VWLOO�LQ�H[WUHPHO\�SULPLWLYH�FRQGLWLRQV��7KH�WKLUG�DQG�IRXUWK�JURXSV��WKRVH�
FRQWDLQLQJ�WKH�PDMRULW\�RI�WKH�ZRUOG
V�SRSXODWLRQ�DQG�H[SHULHQFLQJ�DW�EHVW�RQO\�SDUWLDOO\�HIIHFWLYH�SURJUHVV��ZLOO�
LQ�DOO�OLNHOLKRRG�EH�WKH�FHQWHUV�RI�YRODWLOH�SROLWLFDO�DFWLYLW\��UHVHQWPHQW��WHQVLRQ��DQG�H[WUHPLVP�����

,Q�WKDW�FRQWH[W��LW�LV�GLIILFXOW�WR�FRQFHLYH�KRZ�GHPRFUDWLF�LQVWLWXWLRQV��GHULYHG�ODUJHO\�IURP�:HVWHUQ�
H[SWHULHQFH�EXW�W\SLFDO�RQO\�RI�WKH�PRUH�VWDEOH�DQG�ZHDOWK\�:HVWHUQ�QDWLRQV��ZLOO�HQGXUH�LQ�D�FRXQWU\�OLNH�
,QGLD²RU�KRZ�WKH\�ZLOO�GHYHORS�HOVHZKHUH���� �0XFK�ZLOO�GHSHQG�RQ�WKH�SDFH�RI�HFRQRPLF�GHYHORSPHQW�LWVHOI��
DQG�LQ�WKLV�UHVSHFW�WKH�RPHQV�DUH�IDU�IURP IDYRUDEOH������7KH�OLNHO\�FRQVHTXHQFH�LV�VSRUDGLF�WXUEXOHQFH�LQ�
LQGLYLGXDO�FRXQWULHV�DQG�D�WXUQ�WRZDUG�SHUVRQDO�GLFWDWRUVKLSV��7KH�ODWWHU�ZLOO�EH�EDVHG�RQ�PRUH�LQWHUQDOO\�
RULHQWHG��WKRXJK�VRFLDOO\�UDGLFDO��XQLI\LQJ�GRFWULQHV�LQ�WKH�KRSH�WKDW�WKH��FRPELQDWLRQ�RI�[HQRSKRELD�DQG�FKD��
ULVPD�PD\�SURYLGH�WKH�PLQLPXP�VWDELOLW\�QHFHVVDU\�IRU�LPSRVLQJ�VRFLDO�HFRQRPLF�PRGHUQL]DWLRQ�IURP�DERYH��

$V�LQ�WKH�FDVH�RI�XUEDQ�JKHWWRV�LQ�WKH�8QLWHG�6WDWHV��WKLV�PD\�PDNH�IRU�D�WHQVHU�UHODWLRQVKLS�ZLWK�WKH�
PRUH�SURVSHURXV�DQG�DGYDQFHG�ZRUOG��7KH�ODWWHU�KDV�LQ�UHFHQW�\HDUV�FRPH�WR�DFFHSW�²DW�OHDVW�DV�D�JHQHUDO�
SURSRVLWLRQ��DQG�VWLOO�JUXGJLQJO\²D�PRUDO�REOLJDWLRQ�WR�DVVLVW�PDWHULDOO\�WKH�GHYHORSPHQW�RI�WKH�7KLUG�:RUOG��
7KLV��QHZ�PRUDOLW\��ZDV�GRXEWOHVV�VWLPXODWHG�E\�&ROG�:DU�ULYDOU\��ZKLFK�PDGH�WKH�WZR�GHYHORSHG�FDPSV�
FRPSHWH�LQ�SURYLGLQJ�DVVLVWDQFH�WR�WKH�EDFNZDUG�QDWLRQV��,W�LV�IDU�IURP�FHUWDLQ�WKDW�WKHVH�IHHOLQJV�RI�FRQVFLHQFH�
ZLOO�SHUVLVW�LI�WKH�&ROG�:DU�ZDQHV�Á� WKH\�FHUWDLQO\�ZLOO�QRW�LI�(DVW�:HVW�ULYDOU\�LV�UHSODFHG�E\�LQWHQVLI\LQJ�1RUWK��
6RXWK�DQLPRVLW\��7KH�SHRSOHV�RI�WKH�GHYHORSHG�ZRUOG�PD\�ZHOO�WDNH�UHIXJH�LQ�WKH�VHOI�VHUYLQJ�DUJXPHQW�WKDW�WKH�
LUUDWLRQDO�IDQDWLFLVP�RI�WKH�OHDGHUV�RI�WKH�JOREDO�JKHWWRV�SUHFOXGHV�FRRSHUDWLRQ��6XFK�D�QHJDWLYH�SRVWXUH�ZLOO�
HQVXUH�ERWK�WKH�IXUWKHU�ZLGHQLQJ�RI�WKH�JXOI�DQG�D�PRUH�ELWWHU�VSOLW�DPRQJ�PDQNLQG��ZKLFK�LV�IRU�WKH�ILUVW�WLPH�
EHJLQQLQJ�WR�ILYH�LQ�VXEMHFWLYH�LQWLPDF\��

���*OREDO�)UDJPHQWDWLRQ�DQG�8QLILFDWLRQ�
7KH�FXPXODWLYH�HIIHFW�RI�WKH�WHFKQHWURQLF�UHYROXWLRQ�LV�FRQWUDGLFWRU\��2Q�WKH�RQH�KDQG��WKLV�UHYROXWLRQ�PDUNV�WKH�
EHJLQQLQJV�RI�D�JOREDO�FRPPXQLW\��RQ�WKH�RWKHU�KDQG��LW�IUDJPHQWV�KXPDQLW\�DQG�GHWDFKHV�LW�IURP�LWV�WUDGLWLRQDO�
PRRULQJV��7KH�WHFKQHWURQLF�UHYROXWLRQ�LV�ZLGHQLQJ�WKH�VSHFWUXP�RI�WKH�KXPDQ�FRQGLWLRQ��,W�LQWHQVLILHV�WKH�JXOI�LQ�
WKH�PDWHULDO�FRQGLWLRQ�RI�PDQNLQG�HYHQ�DV�LW�FRQWUDFWV�PDQNLQG
V�VXEMHFWLYH�WROHUDQFH�RI�WKDW�GLVSDULW\��

7KRXJK�GLIIHUHQFHV�DPRQJ�VRFLHWLHV�JUDGXDOO\�GHYHORSHG�LQ�WKH�FRXUVH�RI�KXPDQ�KLVWRU\��LW�ZDV�QRW�
XQWLO�WKH�LQGXVWULDO�UHYROXWLRQ�WKDW�WKHVH�GLIIHUHQFHV�EHFDPH�VKDUS��7RGD\�VRPH�QDWLRQV�VWLOO�OLYH�XQGHU�FRQGLWLRQV�
QRW�XQOLNH�WKRVH�RI�SUH�&KULVWLDQ�WLPHV��DQG�PDQ\�OLYH�LQ�FLUFXPVWDQFHV�QR�EHWWHU�WKDQ�WKRVH�RI�WKH�0LGGOH�$JHV��
<HW�VRRQ�D�IHZ�ZLOO�OLYH�LQ�ZD\V�VR�QHZ�WKDW�LW�LV�QRZ�GLIILFXOW�WR�LPDJLQH�WKH�VRFLDO�DQG�SHUVRQDO�UDPLILFDWLRQV��
7KH�UHVXOW�FRXOG�EH�D�SURIRXQG�WKUHH�ZD\�VSOLW�LQ�WKH�DWWLWXGHV�DQG�YLHZV�RI�PDQNLQG��7KH�FRH[LVWHQFH�RI�
DJUDULDQ��LQGXVWULDO��DQG�QHZ�WHFKQHWURQLF�VRFLHWLHV��HDFK�SURYLGLQJ�GLIIHUHQW�SHUVSHFWLYHV�RQ�OLIH��ZRXOG�PDNH�
XQGHUVWDQGLQJ�PRUH�GLIILFXOW�DW�WKH�YHU\�WLPH�LW�EHFRPHV�PRUH�SRVVLEOH��DQG�LW�ZRXOG�UHQGHU�WKH�JOREDO�
DFFHSWDQFH�RI�FHUWDLQ�QRUPV�OHVV�OLNHO\�HYHQ�DV LW�EHFRPHV�PRUH�LPSHUDWLYH��

)UDJPHQWHG�&RQJHVWLRQ�
7KLV�WKUHH�ZD\�JOREDO�VSOLW�FRXOG�IXUWKHU�VWUDLQ�WKH�DOUHDG\�ZHDN�IDEULF�RI�VRFLDO�DQG�SROLWLFDO�RUGHU�DQG�UHVXOW�LQ�
GRPHVWLF�DQG��WKHUHIRUH��SRVVLEO\�LQWHUQDWLRQDO�FKDRV��*URZLQJ�DQDUFK\�LQ�WKH�7KLUG�:RUOG�ZRXOG�YHU\�OLNHO\�
LQYROYH�UDFLVW�DQG�QDWLRQDOLVW�SDVVLRQV��$W�WKH�YHU\�OHDVW��WKLV�ZRXOG�FUHDWH�PDMRU�SRFNHWV�RI�GLVUXSWLRQ�DQG�FKDRV�
LQ�WKH�ZRUOG��DW�ZRUVW��7KLUG�:RUOG�LQVWDELOLW\�FRXOG�GUDZ�WKH�PRUH�GHYHORSHG�QDWLRQV�LQWR�SRWHQWLDOO\�
DQWDJRQLVWLF�IRUPV�RI�LQYROYHPHQW�WKDW�FRXOG�KDYH�WKH�VDPH�HIIHFW�RQ�$PHULFDQ�6RYLHW�UHODWLRQV�DV�%DONDQ�
FRQIOLFWV�KDG�RQ�WKH�(XURSHDQ�RUGHU�SULRU�WR�:RUOG�:DU�,��

,Q�WKH�PRVW�DGYDQFHG�ZRUOG�WKH�WHQVLRQ�EHWZHHQ��LQWHUQDO��DQG��H[WHUQDO��PDQ²EHWZHHQ�PDQ�

�,Q������WKH�SHU�FDSLWD�SURGXFWLRQ�RI�WKH�GHYHORSHG�ZRUOG�H[FHHGHG�WKDW�RI�WKH�OHVV�GHYHORSHG�E\�WZHOYH�WLPHV��LW�LV�HVWLPDWHG�WKDW�E\�WKH�
\HDU������WKH�SURSRUWLRQ�ZLOO�EH�HLJKWHHQ�WLPHV�JUHDWHU��+HUPDQ�.DKQ DQG�$QWKRQ\�-��:LHQHU��7KH�<HDU�������1HZ�<RUN��������S��������,Q�
�����,OOLQRLV�DORQH�KDG�D�ODUJHU�JURVV�SURGXFW�WKDQ�DOO�RI�$IULFD��&DOLIRUQLD��PRUH�WKDQ�DOO�RI�&KLQD��
�� �/LNH�WKH�VWDWHV�RI�VHYHQWHHQWK�FHQWXU\�(XURSH�WKH�QRQ�:HVWHUQ�FRXQWULHV�RI�WRGD\�FDQ KDYH�SROLWLFDO�PRGHUQL]DWLRQ�RU�WKH\�FDQ�KDYH�
GHPRFUDWLF�SOXUDOLVP��EXW�WKH\�FDQQRW�QRUPDOO\�KDYH�ERWK���+XQWLQJWRQ��SS�����������
Á�7KLV�KDV�EHHQ�GXO\�QRWHG�E\�VRPH�7KLUG�:RUOG�VSRNHVPHQ��7KH�$OJHULDQ�GHOHJDWH�WR�WKH�81�(FRQRPLF�DQG�6RFLDO�&RXQFLO�PHHWLQJ�LQ�
*HQHYD�VDLG�LQ�-XO\��������(YHQ�DV�WKH�GHWHQWH�LQ�WKH�&ROG�:DU�KDV�SHUPLWWHG�DQ�DWWHQXDWLRQ�RI�WKH�FRQIOLFW�EHWZHHQ�EORFV�ZLWK�GLIIHUHQW�
VRFLDO�V\VWHPV��RQH�PXVW�IHDU�WKDW�WKH�(DVW�:HVW�RSSRVLWLRQ�ZLOO�UHYROYH�RQ�LWV�D[LV�DQG�EHFRPH�DQ�DQWDJRQLVP�RI 1RUWK�DJDLQVW�6RXWK���FLWHG�
E\�+DUULQJWRQ��S������



�������

SUHRFFXSLHG�ZLWK�KLV�LQQHU�PHDQLQJ�DQG�KLV�UHODWLRQVKLS�WR�WKH�LQILQLWH��DQG�PDQ�GHHSO\�LQYROYHG�LQ�KLV�
HQYLURQPHQW�DQG�FRPPLWWHG�WR�VKDSLQJ�ZKDW�KH�UHFRJQL]HV�WR�EH�ILQLWH²SURPSWV�DQ�DFXWH�FULVLV�RI�SKLORVRSKLF��
UHOLJLRXV��DQG�SV\FKLF�LGHQWLW\��WKLV�FULVLV�LV�DJJUDYDWHG�E\ WKH�IHDU�WKDW�PDQ
V�PDOOHDELOLW\�PD\�SHUPLW�ZKDW�ZDV�
SUHYLRXVO\�FRQVLGHUHG�LPPXWDEOH�LQ��PDQ�WR�EH�XQGHUPLQHG��7KH�H[SORVLRQ�LQ�VFLHQWLILF�NQRZOHGJH�SRVHV�WKH�
GDQJHU�RI�LQWHOOHFWXDO�IUDJPHQWDWLRQ��ZLWK�XQFHUWDLQW\�LQFUHDVLQJ�LQ�GLUHFW�SURSRUWLRQ�WR�WKH�H[SDQVLRQ�LQ�ZKDW LV�
NQRZQ��7KH�UHVXOW��HVSHFLDOO\�LQ�WKH�8QLWHG�6WDWHV��VHH�3DUW�,9�IRU� PRUH�H[WHQGHG�GLVFXVVLRQ���LV�DQ�DFFHOHUDWLQJ�
VHDUFK�IRU�QHZ�VRFLDO�DQG�SROLWLFDO�IRUPV��

7KH�LPSDFW�RI�WKH�8QLWHG�6WDWHV�DV�WKH�ILUVW�JOREDO�VRFLHW\�UHIOHFWV�WKHVH�FRQIOLFWLQJ�WHQGHQFLHV��7KRXJK�
WKH�8QLWHG�6WDWHV�VHDUFKHV�IRU�JOREDO�VWDELOLW\�DQG�GHYRWHV�LWV�HQRUPRXV�UHVRXUFHV�WR�SUHYHQWLQJ�UHYROXWLRQDU\�
XSKHDYDOV��LWV�VRFLDO�LPSDFW�RQ�WKH�ZRUOG�LV�XQVHWWOLQJ��LQQRYDWLYH��DQG��FUHDWLYH��(YHQ�DV�LW�SURYRNHV�YLROHQW�
DQWDJRQLVP�WR�LWVHOI��LW�VHWV�RII�H[SHFWDWLRQV�WKDW�DUH�PHDVXUHG�E\�$PHULFDQ�VWDQGDUGV�DQG�WKDW�LQ�PRVW�FRXQWULHV�
FDQQRW�EH�PHW�XQWLO�ZHOO�LQWR�WKH�QH[W�FHQWXU\��,W�DFFHOHUDWHV�WKH�XQLILFDWLRQ�RI�RWKHU�VRFLHWLHV²QRW�RQO\�EHFDXVH�
UHJLRQDOLVP�KDV�VLQFH�WKH�����V�EHFRPH�:DVKLQJWRQ
V�SURIHVVHG�IRUHLJQ�SROLF\�IRUPXOD�EXW�DOVR�EHFDXVH�RWKHU�
QDWLRQV�VHH�LQ�XQLILFDWLRQ�WKH�EHVW�ZHDSRQ�IRU�FRPEDWLQJ�$PHULFDQ�LQIOXHQFH��,Q�LWV�UROH�DV�WKH�ILUVW�JOREDO�
VRFLHW\��LW�WKXV�XQLILHV��FKDQJHV��VWLPXODWHV��DQG�FKDOOHQJHV�RWKHUV²RIWHQ�DJDLQVW�LWV�RZQ�LPPHGLDWH�LQWHUHVWV��
�$PHULFDQL]DWLRQ��WKXV�FUHDWHV�FRPPRQ�DVSLUDWLRQV�DQG�KLJKO\�GLIIHUHQWLDWHG�UHDFWLRQV��

,Q�WKH�7KLUG�:RUOG�WKH�HIIHFW�RI�8QLWHG�6WDWHV�LQIOXHQFH�LV�WR�LQWHQVLI\�VRFLDO�FRQWUDGLFWLRQV�DQG�FRQIOLFW�
EHWZHHQ�WKH�JHQHUDWLRQV��0DVV�FRPPXQLFDWLRQV�DQG�HGXFDWLRQ�FUHDWH�H[SHFWDWLRQV² IRU�ZKLFK�WKH�PDWHULDO�
ZHDOWK�RI�$PHULFD�SURYLGHV�D�YDJXH�VWDQGDUG²WKDW�VLPSO\�FDQQRW�EH�PHW�E\�PRVW�VRFLHWLHV��6LQFH�QHLWKHU�
FRPPXQLFDWLRQV�QRU�HGXFDWLRQ�FDQ�EH�FRQWDLQHG��LW�LV�WR�EH�H[SHFWHG�WKDW�SROLWLFDO�WHQVLRQV�ZLOO�PRXQW�DV�SXUHO\�
SDURFKLDO��WUDGLWLRQDO�DWWLWXGHV�\LHOG�WR�EURDGHU�JOREDO�SHUVSHFWLYHV��,Q�WKH�DGYDQFHG�ZRUOG�WKH�FRQWHPSRUDU\�
FKDOOHQJH�LQFUHDVLQJO\�IRFXVHV�RQ�WKH�LGHQWLW\�RI�PDQ��EXW�LQ�WKH�7KLUG :RUOG�VRFLDO�IUDJPHQWDWLRQ�ORRPV�DV�WKH�
SULQFLSDO�SUREOHP²RQH�ZKLFK�LV�LQ�D�KLVWRULF�UDFH�ZLWK�WKH�DGYDQFHG�VRFLHWLHV
�RQO\�VORZO\�PDWXULQJ�VHQVH�RI�
WKHLU�JOREDO�UHVSRQVLELOLW\�IRU�KHOSLQJ�GHYHORS�WKH�7KLUG�:RUOG��

(YHQ�QDWLRQDOLVP�LV�VXEMHFW�WR�FRQWUDGLFWRU\�LQIOXHQFHV��1DWLRQDOLVP�KDV�QHYHU�EHHQ�VWURQJHU�DQG�KDV�
QHYHU�EHIRUH�HQMR\HG�VXFK�H[WHQVLYH��DURXVHG��DQG�FRQVFLRXV�VXSSRUW�IURP�WKH�SRSXODU�PDVVHV�DV�ZHOO�DV�IURP�
WKH�LQWHOOLJHQWVLD��7KH�LQWHUDFWLRQ�RI�QDWLRQ�VWDWHV�VWLOO�GHWHUPLQHV�PDWWHUV�DIIHFWLQJ ZDU�DQG�SHDFH��DQG�PDQ
V�
SULPDU\�VHOI�LGHQWLILFDWLRQ�LV�VWLOO�RQ�WKH�EDVLV�RI�QDWLRQDOLVP��7KH�QRQ�5XVVLDQ�VWDWHV�LQ�WKH�6RYLHW�8QLRQ�DUH�
SHUKDSV�WKH�RQO\�H[FHSWLRQ�WR�QDWLRQDOLVP
V�VXFFHVVIXO�GLVVROXWLRQ�RI�FRORQLDO�HPSLUHV��<HW�SUHFLVHO\�EHFDXVH�WKLV�
LV�VR��QDWLRQDOLVP�LV�FHDVLQJ�WR�EH�WKH�FRPSHOOLQJ�IRUFH�WKDW�GHWHUPLQHV�WKH�EURDG�FKDUDFWHU�RI�FKDQJH�LQ�RXU�WLPH��
7KRXJK�VWLOO�WKH�VRXUFH�RI�PDQ\�WHQVLRQV��LW�LV�WHPSHUHG�E\�WKH�JURZLQJ�UHFRJQLWLRQ��VKDUHG�HYHQ�E\�WKH�PRVW�QD��
WLRQDOLVW�HOLWHV��WKDW�WRGD\ UHJLRQDO�DQG�FRQWLQHQWDO�FRRSHUDWLRQ�LV�QHFHVVDU\�WR�WKH IXOILOPHQW RI�PDQ\�SXUHO\�
QDWLRQDO�JRDOV��7KH�VXFFHVV�RI�QDWLRQDOLVP�PDNHV�WKH�QDWLRQ�D�SULQFLSDO�REMHFW��EXW�QR�ORQJHU�WKH�YLWDO�VXEMHFW��RI�
G\QDPLF�SURFHVVHV���

%HFDXVH�KH�ILQGV�KLPVHOI�OLYLQJ�LQ�D FRQJHVWHG��RYHUODSSLQJ��FRQIXVLQJ��DQG�LPSHUVRQDO�HQYLURQPHQW��
PDQ�VHHNV�VRODFH�LQ�UHVWULFWHG�DQG�IDPLOLDU�LQWLPDF\��7KH�QDWLRQDO�FRPPXQLW\�LV�WKH�REYLRXV�RQH�WR�WXUQ�WR��DQG�D�
GHILQLWLRQ�RI�ZKDW�D�QDWLRQDO�FRPPXQLW\�LV�PD\�ZHOO�EHFRPH�PRUH�UHVWULFWLYH DV�EURDGHU�WUDQVQDWLRQDO�
FRRSHUDWLRQ�GHYHORSV��)RU�PDQ\�SHRSOHV�WKH�QDWLRQ�VWDWH�ZDV�D�FRPSURPLVH�GLFWDWHG�E\�HFRQRPLFV��E\�VHFXULW\��
DQG�E\ RWKHU�IDFWRUV��$Q�RSWLPXP�EDODQFH�ZDV�HYHQWXDOO\�VWUXFN��RIWHQ�DIWHU�FHQWXULHV�RI�FRQIOLFW��7RGD\�WKH�
EDODQFH�LV�EHFRPLQJ�XQVHWWOHG��EHFDXVH�QHZHU�DQG�ODUJHU�IUDPHZRUNV�RI�FRRSHUDWLRQ�DUH�HPHUJLQJ��DQG�WKH�
HIIHFWLYH�LQWHJUDWLRQ�RI�PXFK�VPDOOHU��PRUH�FRKHVLYH�XQLWV�LQWR�PXFK�ODUJHU�ZKROHV�LV�EHFRPLQJ�LQFUHDVLQJO\�
SRVVLEOH�EHFDXVH�RI�FRPSXWHUV��F\EHUQHWLFV��FRPPXQLFDWLRQV��DQG VR RQ��

$V�D�FRQVHTXHQFH��WKH�)OHPLQJV�DQG�WKH�:DOORRQV�LQ�%HOJLXP��WKH�)UHQFK�DQG�(QJOLVK�&DQDGLDQV�LQ�
&DQDGD��WKH�6FRWV�DQG�WKH�:HOVK�LQ�WKH�8QLWHG�.LQJGRP��WKH�%DVTXHV�LQ�6SDLQ��WKH�&URDWV�DQG�WKH�6ORYHQHV�LQ�
<XJRVODYLD��DQG�WKH�&]HFKV�DQG�6ORYDNV�LQ�&]HFKRVORYDNLD�DUH�FODLPLQJ²DQG�VRPH�RI�WKH�QRQ�5XVVLDQ�QD��
WLRQDOLWLHV�LQ�WKH�6RYLHW�8QLRQ�DQG�WKH�YDULRXV�OLQJXLVWLF�HWKQLF�JURXSV�LQ�,QGLD�PD\�VRRQ�FODLP²WKDW�WKHLU�
SDUWLFXODU�QDWLRQ�VWDWH�QR�ORQJHU�FRUUHVSRQGV�WR�KLVWRULFDO�QHHG��2Q�D�KLJKHU�SODQH LW�KDV�EHHQ�UHQGHUHG�
VXSHUIOXRXV�E\�(XURSH��RU�VRPH�RWKHU�UHJLRQDO��&RPPRQ�0DUNHW��DUUDQJHPHQW��ZKLOH�RQ�D�ORZHU�SODQH�D�PRUH�
LQWLPDWH�OLQJXLVWLF�DQG�UHOLJLRXV�FRPPXQLW\�LV�UHTXLUHG�WR�RYHUFRPH�WKH�LPSDFW�RI�WKH�LPSORVLRQ�H[SORVLRQ�
FKDUDFWHULVWLF�RI�WKH JOREDO�PHWURSROLV��

7KLV�GHYHORSPHQW�LV�WKXV�QRW�D�UHWXUQ�WR�WKH�HPRWLRQV�RU�WR�WKH�HFVWDWLF�VW\OH�RI�QLQHWHHQWK�FHQWXU\�
QDWLRQDOLVP��HYHQ�WKRXJK�WKHUH�DUH�PDQ\�VXSHUILFLDO�DQDORJLHV�WR�LW��,W�WDNHV�SODFH��E\�DQG�ODUJH��LQ�D�FRQWH[W�WKDW�
UHFRJQL]HV�WKH�FXUUHQW�QHFHVVLW\�IRU�EURDGHU�FRRSHUDWLRQ�RQ�D�OHYHO�DERYH�WKH�QDWLRQDO��,W�DFFHSWV�DV�DQ�LGHDO�WKH�
IXQFWLRQDO�LQWHJUDWLRQ�RI�UHJLRQV�DQG�HYHQ�RI�ZKROH�FRQWLQHQWV��,W�LV�D�UHIOHFWLRQ�RI�WKH�GHVLUH�IRU�D�PRUH�GHILQHG�
VHQVH�RI�SHUVRQDOLW\�LQ�DQ�LQFUHDVLQJO\�LPSHUVRQDO�ZRUOG��DQG�RI�WKH�FKDQJHG�XWLOLW\�RI�VRPH�RI�WKH�H[LVWLQJ�VWDWH�
VWUXFWXUHV��7KLV�FDQ�HYHQ�EH�VDLG�RI�*DXOOLVP��ZKLFK�KDV�RIWHQ�EHHQ�GHVFULEHG�DV�D�WKURZEDFN�WR�QLQHWHHQWK��
FHQWXU\�QDWLRQDOLVP��1HYHUWKHOHVV��*DXOOLVP
V�PDMRU�DPELWLRQ�ZDV�WR�FRQVWUXFW�D�(XURSH�WKDW�ZRXOG�EH�
�(XURSHDQ��DQG�QRW�GRPLQDWHG�E\�DQ�H[WHUQDO�KHJHPRQ\��WKRXJK��WR�EH�VXUH��)UDQFH�ZRXOG�H[HUFLVH�SROLWLFDO�
OHDGHUVKLS�LQ�LW��

7KH��QHZ��QDWLRQDOLVP�KDV�PDQ\�HOHPHQWV�RI�WKH�ROG�QDWLRQDOLVP��HVSHFLDOO\�LQ�VRPH�RI�WKH�QHZ�
QDWLRQV��7KHUH�QDWLRQDOLVP�LV�VWLOO�D�UDGLFDO��FKDQJLQJ�IRUFH�FUHDWLYHO\�PRELOL]LQJ�FRPPXQLW\�IHHOLQJV�EXW�DOVR
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SURPSWLQJ�HWKQLF�H[FOXVLYHQHVV�DQG�FRQIOLFWV���<HW�LW�LV�JHQHUDOO\�WUXH��DV�WKH�DXWKRU�RI�D�VXJJHVWLYH�SDSHU�QRWHV��
WKDW��WKH�YLVLRQ�DQG�REMHFWLYHV�RI�VRFLHW\�>KDYH@�FKDQJHG��7RGD\�D�QHZ�FRQFHSW�RI�PDQ�DQG�KLV�ZRUOG�LV�
FKDOOHQJLQJ�WKH�FRQFHSWV�RI�WKH�5HQDLVVDQFH�ZKLFK�KDYH�JXLGHG�PDQ
V�EHKDYLRU�IRU�WKH�SDVW�ILYH�KXQGUHG�\HDUV���
7KH�QDWLRQ�VWDWH�DV�D�IXQGDPHQWDO�XQLW�RI�PDQ
V�RUJDQL]HG�OLIH�KDV�FHDVHG�WR�EH�WKH SULQFLSDO�FUHDWLYH�IRUFH��
�,QWHUQDWLRQDO�EDQNV�DQG�PXOWLQDWLRQDO�FRUSRUDWLRQV�DUH�DFWLQJ�DQG�SODQQLQJ�LQ�WHUPV�WKDW�DUH�IDU�LQ�DGYDQFH�RI�
WKH�SROLWLFDO�FRQFHSWV�RI�WKH�QDWLRQ�VWDWH������%XW�DV�WKH�QDWLRQ�VWDWH�LV�JUDGXDOO\�\LHOGLQJ�LWV�VRYHUHLJQW\��WKH�
SV\FKRORJLFDO�LPSRUWDQFH�RI�WKH�QDWLRQDO�FRPPXQLW\�LV�ULVLQJ��DQG�WKH�DWWHPSW�WR�HVWDEOLVK�DQ�HTXLOLEULXP�
EHWZHHQ�WKH�LPSHUDWLYHV�RI�WKH�QHZ�LQWHUQDWLRQDOLVP�DQG�WKH�QHHG�IRU�D�PRUH�LQWLPDWH�QDWLRQDO�FRPPXQLW\�LV�WKH�
VRXUFH�RI�IULFWLRQV�DQG�FRQIOLFWV��

7KH�DFKLHYHPHQW�RI�WKDW�HTXLOLEULXP�LV�EHLQJ�PDGH�PRUH�GLIILFXOW�E\�WKH�VFLHQWLILF�DQG�WHFKQRORJLFDO�
LQQRYDWLRQV�LQ�ZHDSRQU\��,W�LV�LURQLF�WR�UHFDOO�WKDW�LQ������)ULHGULFK�(QJHOV��FRPPHQWLQJ�RQ�WKH�)UDQFR�3UXVVLDQ�
:DU��SURFODLPHG�WKDW��ZHDSRQV�XVHG�KDYH�UHDFKHG�VXFK�D�VWDJH�RI�SHUIHFWLRQ�WKDW�IXUWKHU�SURJUHVV�ZKLFK�ZRXOG�
KDYH�DQ\�UHYROXWLRQL]LQJ�LQIOXHQFH�LV�QR�ORQJHU��SRVVLEOH������1RW�RQO\�KDYH�QHZ�ZHDSRQV�EHHQ�GHYHORSHG�EXW�
VRPH�RI�WKH�EDVLF�FRQFHSWV�RI�JHRJUDSK\�DQG�VWUDWHJ\�KDYH�EHHQ�IXQGDPHQWDOO\�DOWHUHG��VSDFH�DQG�ZHDWKHU�
FRQWURO KDYH�UHSODFHG�6XH]�RU�*LEUDOWDU�DV�NH\�HOHPHQWV�RI�VWUDWHJ\��

,Q�DGGLWLRQ�WR�LPSURYHG�URFNHWU\��PXOWL�PLVVLOHV��DQG�PRUH�SRZHUIXO�DQG�PRUH�DFFXUDWH�ERPEV��IXWXUH�
GHYHORSPHQWV�PD\�ZHOO�LQFOXGH�DXWRPDWHG�RU�PDQQHG�VSDFH�ZDUVKLSV��GHHS�VHD�LQVWDOODWLRQV��FKHPLFDO�DQG�
ELRORJLFDO�ZHDSRQV��GHDWK�UD\V��DQG�VWLOO�RWKHU�IRUPV�RI�ZDUIDUH²HYHQ�WKH�ZHDWKHU�PD\�EH�WDPSHUHG�ZLWK����
7KHVH�QHZ�ZHDSRQV�FRXOG�HLWKHU�HQFRXUDJH�H[SHFWDWLRQV�RI�RQH�VLGHG��UHODWLYHO\��LQH[SHQVLYH��YLFWRU\��SHUPLW�
SUR[\ FRQWHVWV�WKDW�ZLOO�EH�GHFLVLYH�LQ�WKHLU�VWUDWHJLF�SROLWLFDO�RXWFRPH�EXW�ZLOO�EH�IRXJKW�E\�RQO\�D�IHZ�KXPDQ�
EHLQJV��DV�LQ�WKH�%DWWOH�RI�%ULWDLQ��RU�HYHQ�E\�URERWV�LQ�RXWHU�VSDFH�����RU�VLPSO\�FUHDWH�VXFK�PXWXDO�LQVWDELOLW\�WKDW�
WKH�EUHDNGRZQ�RI�SHDFH�ZLOO�EHFRPH�LQHYLWDEOH��LQ�VSLWH�RI�PDQ
V�UDWLRQDO�UHFRJQLWLRQ�RI�WKH�IXWLOLW\�RI�ZDU��

,Q�DGGLWLRQ��LW�PD\�EH�SRVVLEOH²DQG�WHPSWLQJ²WR�H[SORLW�IRU�VWUDWHJLF�SROLWLFDO�SXUSRVHV�WKH�IUXLWV�RI�
UHVHDUFK�RQ�WKH�EUDLQ�DQG�RQ�KXPDQ�EHKDYLRU��*RUGRQ�-��)��0DF'RQDOG��D JHRSK\VLFLVW�VSHFLDOL]LQJ�LQ�SUREOHPV�
RI�ZDUIDUH��KDV�ZULWWHQ�WKDW�DFFXUDWHO\�WLPHG��DUWLILFLDOO\�H[FLWHG�HOHFWURQLF�VWURNHV��FRXOG�OHDG�WR�D�SDWWHUQ�RI�
RVFLOODWLRQV�WKDW�SURGXFH�UHODWLYHO\�KLJK�SRZHU�OHYHOV�RYHU�FHUWDLQ�UHJLRQV�RI�WKH�HDUWK������,Q�WKLV�ZD\��RQH�FRXOG�
GHYHORS�D�V\VWHP�WKDW�ZRXOG�VHULRXVO\�LPSDLU�WKH�EUDLQ�SHUIRUPDQFH�RI�YHU\�ODUJH�SRSXODWLRQV�LQ�VHOHFWHG�UHJLRQV�
RYHU�DQ�H[WHQGHG�SHULRG��������1R�PDWWHU�KRZ�GHHSO\�GLVWXUELQJ�WKH�WKRXJKW�RI�XVLQJ�WKH�HQYLURQPHQW�WR�
PDQLSXODWH�EHKDYLRU�IRU�QDWLRQDO�DGYDQWDJHV�WR�VRPH��WKH�WHFKQRORJ\�SHUPLWWLQJ�VXFK�XVH�ZLOO�YHU\�SUREDEO\�
GHYHORS�ZLWKLQ�WKH�QH[W�IHZ�GHFDGHV������

6XFK�WHFKQRORJ\�ZLOO�EH�DYDLODEOH�SULPDULO\��DQG�WR�EHJLQ�ZLWK�H[FOXVLYHO\��WR�WKH�PRVW�DGYDQFHG�
FRXQWULHV��Á�%XW�LW�LV�OLNHO\�WKDW�LQ�WKH�FRPLQJ�GHFDGHV�VRPH�VWDWHV�LQ�WKH�7KLUG�:RUOG�ZLOO�KDYH�WDNHQ�PDMRU�VWHSV�
WRZDUG�DFTXLULQJ²RU�ZLOO�KDYH�DFTXLUHG² KLJKO\�GHVWUXFWLYH�ZHDSRQU\��(YHQ�LI�WKH\�DUH�QRW�FDSDEOH�RI�XVLQJ�LW�
DJDLQVW�WKH�PDMRU�SRZHUV�ZLWKRXW�EULQJLQJ�DERXW�WKHLU�RZQ�H[WLQFWLRQ��WKH\�PD\�EH�DEOH�DQG�WHPSWHG�WR�XVH�LW�LQ�
�XQGHUZRUOG��ZDUV�DPRQJ�WKHPVHOYHV��7KH�TXHVWLRQ�WKHQ�DULVHV�ZKHWKHU�VXFK�ZDUV�ZRXOG�EH�LQWHUSUHWHG�E\�WKH�
PDMRU�SRZHUV�DV�SRVLQJ�D�GLUHFW�WKUHDW�WR�WKH�IDEULF�RI�SHDFH��DQG�ZKHWKHU�D�MRLQW�UHVSRQVH�E\�WKHP�ZRXOG�EH�
HIIHFWLYHO\�PRXQWHG�DQG�LPSRVHG��7KH�DEVHQFH�RI�DFFHSWHG�JOREDO�LQVWLWXWLRQV�FRXOG�WHPSRUDULO\�EH�RYHUFRPH�E\�
DG�KRF DUUDQJHPHQWV�DQG�DJUHHPHQWV�GHVLJQHG�WR�PHHW�VSHFLILF�WKUHDWV��EXW�LW�LV�FRQFHLYDEOH�WKDW�LQ�VRPH�FDVHV�
WKHUH�ZLOO�QRW�EH�VXIILFLHQW�XQDQLPLW\�WR�SHUPLW�MRLQW�UHDFWLRQV��7KH�PXWXDO�DQQLKLODWLRQ�RI�VRPH�OHVVHU�VWDWHV�WKXV�
UHPDLQV�DW�OHDVW�D�SRVVLELOLW\��

7RZDUG�D�3ODQHWDU\�&RQVFLRXVQHVV�
<HW�LW�ZRXOG�EH�ZURQJ�WR�FRQFOXGH�WKDW�IUDJPHQWDWLRQ�DQG�FKDRV�DUH�WKH�GRPLQDQW�UHDOLWLHV�RI�RXU�WLPH��$�JOREDO�
KXPDQ�FRQVFLHQFH�LV�IRU�WKH�ILUVW�WLPH�EHJLQQLQJ�WR�PDQLIHVW�LWVHOI��7KLV�FRQVFLHQFH�LV�D�QDWXUDO�H[WHQVLRQ�RI�WKH�
ORQJ�SURFHVV�RI�ZLGHQLQJ�PDQ
V�SHUVRQDO�KRUL]RQV��,Q�WKH�FRXUVH�RI�WLPH��PDQ
V�VHOI�LGHQWLILFDWLRQ�H[SDQGHG�IURP�
KLV�IDPLO\�WR KLV�YLOODJH��WR�KLV�WULEH��WR�KLV�UHJLRQ��WR�KLV�QDWLRQ��PRUH�UHFHQWO\�LW�VSUHDG�WR�KLV�FRQWLQHQW��EHIRUH�
:RUOG�:DU�,,�LW�ZDV�QRW�DV�FXVWRPDU\�DV�LW�LV�QRZ�IRU�XQLYHUVLW\�VWXGHQWV�RU�LQWHOOHFWXDOV�WR�GHVFULEH�WKHPVHOYHV�
PHUHO\�DV�(XURSHDQV�RU�$VLDQV���

�������,Q�VSLWH�RI�DOO�WKH�SDUDOOHOV�WR�(XURSHDQ�QDWLRQDOLVP��WKH�QHZ�QDWLRQDOLVP�LQ�6RXWK�$VLD�LV�VRPHWKLQJ�YHU\�GLIIHUHQW��,W�GLIIHUV�LQ�PDQ\�
PRUH�UHVSHFWV�DQG�IRU�PRUH�IXQGDPHQWDO�UHDVRQV�WKDQ�DSSHDUV IURP�WKH�TXDOLILFDWLRQV�MXVW�OLVWHG��7KH�IXQGDPHQWDO�UHDVRQ�LV�WKDW�DQ�KLVWRULFDO�
SURFHVV�WKDW�LQ�(XURSH�VSDQV�FHQWXULHV�LV�WHOHVFRSHG�ZLWKLQ�D�IHZ�GHFDGHV�DQG�WKDW�WKH�RUGHU�RI�WKH�KDSSHQLQJV�LV�GHUDQJHG��������1DWLRQDOLVP�
WKHUH�LV�QHHGHG�WR�SURYLGH�WKH LPSXOVH�IRU�FKDQJH²LQGHHG��IRU�DOO�WKH�QHFHVVDU\�FKDQJHV��DQG�FRQFXUUHQWO\��7KH�GLIILFXOWLHV�LQ�WKLV�
V\QFRSDWLRQ�RI�SROLFLHV��WKH�KLVWRULFDO�QHFHVVLW\�RI�ZKLFK�LV�VHHQ�E\�DOO�WKH�HQOLJKWHQHG�LQWHOOHFWXDO�DQG�SROLWLFDO�OHDGHUV�LQ�WKH�UHJLRQ��DUH�
LPPHQVH� �0\UGDO��SS������������
��$V�RQH�VSHFLDOLVW�QRWHG���%\�WKH�\HDU�������WHFKQRORJ\�ZLOO�PDNH�DYDLODEOH�WR�WKH�OHDGHUV�RI�WKH�PDMRU�QDWLRQV�D�YDULHW\�RI�WHFKQLTXHV�IRU�
FRQGXFWLQJ�VHFUHW�ZDUIDUH��RI�ZKLFK�RQO\�D�EDUH�PLQLPXP�RI�WKH�VHFXULW\�IRUFHV�QHHG�EH�DSSUDLVHG��2QH�QDWLRQ�PD\�DWWDFN�D�FRPSHWLWRU�
FRYHUWO\�E\�EDFWHULRORJLFDO�PHDQV��WKRURXJKO\�ZHDNHQLQJ�WKH�SRSXODWLRQ��WKRXJK�ZLWK�D�PLQLPXP�RI�IDWDOLWLHV��EHIRUH�WDNLQJ�RYHU�ZLWK�LWV�
RZQ�RYHUW�DUPHG�IRUFHV��$OWHUQDWLYHO\��WHFKQLTXHV�RI�ZHDWKHU�PRGLILFDWLRQ�FRXOG�EH�HPSOR\HG�WR�SURGXFH�SURORQJHG�SHULRGV�RI�GURXJKW�RU�
VWRUP��WKHUHE\�ZHDNHQLQJ�D�QDWLRQ
V�FDSDFLW\�DQG�IRUFLQJ�LW�WR�DFFHSW�WKH�GHPDQGV�RI�WKH�FRPSHWLWRU���*RUGRQ�-��)��0DF'RQDOG��6SDFH���LQ�
7RZDUG�WKH�<HDU�������S�������
Á�7KLV�KDV�OHG�RQH�FRQFHUQHG�VFKRODU�WR�FRPPHQW���:KHWKHU�LW�LV�XVHG�WR�NLOO��KXUW��QDXVHDWH��SDUDO\]H��FDXVH�KDOOXFLQDWLRQ��RU�WR�WHUULI\�
PLOLWDU\�SHUVRQQHO�DQG�FLYLOLDQV��WKH�V\VWHPDWLF�XVH�RI�ELRORJLFDO�DQG�FKHPLFDO�ZDUIDUH�ZLOO�UHTXLUH�WKH�UHVROXWLRQ�RI�PDMRU�PRUDO�DQG�HWKLFDO�
SUREOHPV���'RQDOG�1��0LFKDHO���6RPH�6SHFXODWLRQV�RQ�WKH�6RFLDO�,PSDFW�RI�7HFKQRORJ\���PLPHRJUDSKHG�WH[W�RI�DGGUHVV�WR�WKH�&ROXPELD�
8QLYHUVLW\�6HPLQDU�RQ�7HFKQRORJ\�DQG�6RFLDO�&KDQJH��S�����



�������

'XULQJ�WKH�ODVW�WKUHH�FHQWXULHV�WKH�IDGLQJ�RI�WKH�HVVHQWLDOO\�WUDQVQDWLRQDO�(XURSHDQ�DULVWRFUDF\�DQG�WKH�VXFFHVVLYH�
QDWLRQDOL]DWLRQ�RI�WKH�&KULVWLDQ�FKXUFK��RI�VRFLDOLVP��DQG�RI�FRPPXQLVP�KDYH�PHDQW�WKDW�LQ�UHFHQW�WLPHV�PRVW�
VLJQLILFDQW�SROLWLFDO�DFWLYLW\�KDV WHQGHG�WR�EH�FRQILQHG�ZLWKLQ�QDWLRQDO�FRPSDUWPHQWV��7RGD\�ZH�DUH�DJDLQ�
ZLWQHVVLQJ�WKH�HPHUJHQFH�RI�WUDQVQDWLRQDO�HOLWHV��EXW�QRZ�WKH\�DUH�FRPSRVHG�RI�LQWHUQDWLRQDO�EXVLQHVVPHQ��
VFKRODUV��SURIHVVLRQDO�PHQ��DQG�SXEOLF�RIILFLDOV��7KH�WLHV�RI�WKHVH�QHZ�HOLWHV�FXW�DFURVV�QDWLRQDO�ERXQGDULHV��WKHLU�
SHUVSHFWLYHV�DUH�QRW�FRQILQHG�E\�QDWLRQDO�WUDGLWLRQV��DQG�WKHLU�LQWHUHVWV�DUH�PRUH�IXQFWLRQDO�WKDQ�QDWLRQDO��7KHVH�
JOREDO�FRPPXQLWLHV�DUH�JDLQLQJ�LQ�VWUHQJWK�DQFN DV�ZDV�WUXH�LQ�WKH�0LGGOH�$JHV��LW�LV�OLNHO\�WKDW�EHIRUH�ORQJ WKH�
VRFLDO�HOLWHV�RI�PRVW�RI�WKH�PRUH�DGYDQFHG�FRXQWULHV�ZLOO�EH�KLJKO\�LQWHUQDWLRQDOLVW�RU�JOREDOLVW�LQ�VSLULW�DQG�
RXWORRN��7KH�FUHDWLRQ�RI�WKH�JOREDO�LQIRUPDWLRQ�JULG��IDFLOLWDWLQJ�DOPRVW�FRQWLQXRXV�LQWHOOHFWXDO�LQWHUDFWLRQ�DQG�
WKH�SRROLQJ�RI NQRZOHGJH��ZLOO�IXUWKHU�HQKDQFH�WKH�SUHVHQW�WUHQG�WRZDUG�LQWHUQDWLRQDO�SURIHVVLRQDO�HOLWHV�DQG�
WRZDUG�WKH�HPHUJHQFH�RI�D�FRPPRQ�VFLHQWLILF�ODQJXDJH��LQ�HIIHFW��WKH�IXQFWLRQDO�HTXLYDOHQW�RI�/DWLQ���7KLV��KRZ��
HYHU��FRXOG�FUHDWH�D�GDQJHURXV�JDS�EHWZHHQ�WKHP DQG�WKH�SROLWLFDOO\�DFWLYDWHG�PDVVHV��ZKRVH��QDWLYLVP�²�
H[SORLWHG�E\�PRUH�QDWLRQDOLVW�SROLWLFDO�OHDGHUV²FRXOG�ZRUN�DJDLQVW�WKH��FRVPRSROLWDQ��HOLWHV��

,QFUHDVLQJO\��WKH�LQWHOOHFWXDO�HOLWHV�WHQG�WR�WKLQN�LQ�WHUPV�RI�JOREDO�SUREOHPV��2QH�VLJQLILFDQW�DVSHFW�RI�
WKLV�SURFHVV�LV�WKH�ZD\�LQ�ZKLFK�FRQWHPSRUDU\�GLOHPPDV�DUH�LGHQWLILHG��WKH�QHHG�WR�RYHUFRPH�WHFKQLFDO�
EDFNZDUGQHVV��WR�HOLPLQDWH�SRYHUW\��WR�H[WHQG�LQWHUQDWLRQDO�FRRSHUDWLRQ�LQ�HGXFDWLRQ�DQG�KHDOWK��WR�SUHYHQW�RYHU��
SRSXODWLRQ��WR�GHYHORS�HIIHFWLYH�SHDFHNHHSLQJ�PDFKLQHU\���7KHVH DUH�DOO�JOREDO�LVVXHV��2QO\�WKLUW\�\HDUV�DJR�WKH\�
ZHUH�VLPSO\�QRW�LQ�WKH�IRUHIURQW�RI�SXEOLF�DWWHQWLRQ��ZKLFK�ZDV�ULYHWHG�DW�WKH�WLPH�RQ�PXFK�PRUH�VSHFLILF�
UHJLRQDO��QDWLRQDO��RU�WHUULWRULDO�FRQIOLFWV��

7KH�WHFKQHWURQLF�UHYROXWLRQ�FUHDWHV�FRQGLWLRQV�WKDW�LQFUHDVLQJO\�PDNH�SRVVLEOH�JOREDO�UHVSRQVHV�WR�WKHVH�
QHHGV�DQG�WR�KXPDQ�VXIIHULQJ�LQ�JHQHUDO��,QGHHG��D�UXGLPHQWDU\�IUDPHZRUN�RI�JOREDO�VRFLDO�DQG�HFRQRPLF�
LQVWLWXWLRQV�KDV�DOUHDG\�WDNHQ�VKDSH����7KH�DYDLODELOLW\�RI�WKH�PHDQV�WR�FRRSHUDWH�JOREDOO\�LQWHQVLILHV�WKH�VHQVH�RI�
REOLJDWLRQ�WR�DFW��&RQVFLHQFH�LV�HDVLO\�SDFLILHG�E\�D�IHHOLQJ�RI�IXWLOLW\��$Q�XQHDV\�FRQVFLHQFH�LV�XVXDOO\�RQH�WKDW�
NQRZV�WKDW�LW�FDQ�DFW�GLIIHUHQWO\��7KH�VHQVH�RI�SUR[LPLW\��WKH�LPPHGLDF\�RI�VXIIHULQJ��WKH�JOREDOO\�GHVWUXFWLYH�
FKDUDFWHU�RI�PRGHUQ�ZHDSRQV�DOO�KHOS�WR�VWLPXODWH�DQ�RXWORRN�WKDW�YLHZV�PDQNLQG�DV�D�FRPPXQLW\��

,W�LV�D�KRSHIXO�VLJQ�LQ�WKLV�FRQQHFWLRQ�WKDW�WKH�\DUGVWLFNV�E\�ZKLFK�WKH�SXEOLF�PHDVXUHV�LQWHUQDWLRQDO�
FRPSHWLWLRQ�DUH�XQGHUJRLQJ�D�FRQVWUXFWLYH FKDQJH��,Q�WKH�UHFHQW�SDVW��DQG�HYHQ�LQ�WKH�SUHVHQW��WHUULWRULDO�
H[SDQVLRQ��SRSXODWLRQ��DQG�YDJXH�QDWLRQDO�FODLPV�RI�FXOWXUDO�DQG�LGHRORJLFDO�VXSHULRULW\��DV�ZHOO�DV�PLOLWDU\�
SRZHU�LQ�JHQHUDO�DQG�YLFWRU\�LQ�GLUHFW�FRQWHVWV�LQ�SDUWLFXODU��KDYH�SURYLGHG�WKH FULWHULD�IRU�PHDVXULQJ�VWDWXV�DQG�
LQIOXHQFH��*UDGXDOO\�WKHVH�DUH�JLYLQJ�ZD\�WR�ULYDOU\�LQ�*13�ILJXUHV��SHU�FDSLWD�LQFRPH�DQG�FRQVXPSWLRQ�GDWD��
HGXFDWLRQDO�RSSRUWXQLWLHV��FUHDWLYH�DQG�VFLHQWLILF�DWWDLQPHQWV��UHVHDUFK�DQG�GHYHORSPHQW��VWDQGDUGV�RI�KHDOWK�DQG�
QXWULWLRQ��DQG�HYHQ�FRPSHWLWLYH�QDWLRQDO�2O\PSLF�VFRUHV��WR�VD\�QRWKLQJ�RI�WKH�VSDFH�UDFH�EHWZHHQ�WKH�WZR�VXSHU��
SRZHUV��7R�DQ\RQH�OLYLQJ�LQ������WKH�FXUUHQW�LQWHUQDWLRQDO�ULYDOU\ LQ�SURGXFLQJ�PRUH�LPSUHVVLYH�FKDUWV�DQG�LQ�
GHILQLQJ�QHZ�LQGLFHV�IRU�PHDVXULQJ�QDWLRQDO�VWDWXV�ZRXOG�EH�ZHOO�QLJK�LQFRPSUHKHQVLEOH��DW�WKDW�WLPH�QDWLRQDOLVW�
JHRSROLWLFV�SURYLGHG�D�PRUH�GLUHFW DSSHDO��

7RGD\�D�GLIIHUHQW�RULHQWDWLRQ�LV�EHFRPLQJ�GRPLQDQW��6RFLDO�SUREOHPV�DUH�VHHQ�OHVV�DV�WKH�FRQVHTXHQFH�
RI�GHOLEHUDWH�HYLO�DQG�PRUH�DV�WKH�XQLQWHQGHG�E\�SURGXFWV�RI�ERWK�FRPSOH[LW\�DQG�LJQRUDQFH��VROXWLRQV�DUH�QRW�
VRXJKW�LQ�HPRWLRQDO�VLPSOLILFDWLRQV�EXW�LQ�WKH�XVH�RI�PDQ
V�DFFXPXODWHG�VRFLDO�DQG�VFLHQWLILF�NQRZOHGJH��
,QFUHDVLQJO\��LW�LV�IHOW�WKDW�WKH�YDULDWLRQV�LQ�ERWK�VFLHQWLILF�GHYHORSPHQW�DQG�WKH�KXPDQ�SV\FKH�GR�QRW�OHQG�
WKHPVHOYHV�WR�GRFWULQDO�VROXWLRQV�IRUPXODWHG�LQ�DGYDQFH��LQ�DGGLWLRQ��WKH�XQDQWLFLSDWHG�FRQVHTXHQFHV�RI�WKH�
GLVFRYHULHV�RI�VFLHQFH�KDYH�SURGXFHG��HVSHFLDOO\�LQ�WKH�PRUH�DGYDQFHG�FRXQWULHV��DQ�DZDUHQHVV�WKDW�WKH�EDVLF�
LVVXHV�IDFLQJ�PDQ�KDYH�D�FRPPRQ�VLJQLILFDQFH�IRU�KXPDQ�VXUYLYDO��LUUHVSHFWLYH�RI�LQWHUQDWLRQDO�LQWHUQDO�
GLYHUVLW\��

7KH�FRQFHUQ�ZLWK�LGHRORJ\�LV�\LHOGLQJ�WR�D�SUHRFFXSDWLRQ�ZLWK�HFRORJ\��,WV�EHJLQQLQJV�FDQ�EH�VHHQ�LQ�
WKH�XQSUHFHGHQWHG
�SXEOLF�SUHRFFXSDWLRQ�ZLWK�PDWWHUV�VXFK�DV�DLU�DQG�ZDWHU�SROOXWLRQ��IDPLQH��RYHUSRSXODWLRQ��
UDGLDWLRQ��DQG�WKH�FRQWURO�RI�GLVHDVH��GUXJV��DQG�ZHDWKHU��DV�ZHOO�DV�LQ�WKH�LQFUHDVLQJO\�QRQ�QDWLRQDOLVWLF�DS��
SURDFKHV�WR�WKH�H[SORUDWLRQ�RI�VSDFH�RU�RI�WKH�RFHDQ�EHG��7KHUH�LV�DOUHDG\�ZLGHVSUHDG�FRQVHQVXV�WKDW�IXQFWLRQDO�
SODQQLQJ�LV�GHVLUDEOH�DQG�WKDW�LW�LV�WKH�RQO\�ZD\�WR FRSH�ZLWK�WKH�YDULRXV�HFRORJLFDO�WKUHDWV�����)XUWKHUPRUH��JLYHQ�
WKH�FRQWLQXLQJ�DGYDQFHV�LQ�FRPSXWHUV�DQG�FRPPXQLFDWLRQV��WKHUH�LV�UHDVRQ�WR�H[SHFW�WKDW�PRGHUQ�WHFKQRORJ\�
ZLOO�PDNH�VXFK�SODQQLQJ�PRUH�IHDVLEOH��LQ�DGGLWLRQ��PXOWL�VSHFWUDO�DQDO\VLV�IURP�HDUWK�VDWHOOLWHV��D�E\�SURGXFW�RI�
WKH�VSDFH�UDFH��KROGV�RXW�WKH�SURPLVH�RI�PRUH�HIIHFWLYH�SODQQLQJ�LQ�UHJDUG�WR�HDUWK�UHVRXUFHV��

7KH�QHZ�JOREDO�FRQVFLRXVQHVV��KRZHYHU��LV�RQO\�EHJLQQLQJ�WR�EHFRPH�DQ�LQIOXHQWLDO�IRUFH��,W�VWLOO�ODFNV�
LGHQWLW\��FRKHVLRQ��DQG�IRFXV��0XFK�RI�KXPDQLW\²LQGHHG��WKH�PDMRULW\�RI�KXPDQLW\²�VWLOO�QHLWKHU�VKDUHV�QRU�LV�
SUHSDUHG�WR�VXSSRUW�LW��6FLHQFH�DQG�WHFKQRORJ\�DUH�VWLOO�XVHG�WR�EXWWUHVV�LGHRORJLFDO�FODLPV��WR�IRUWLI\ QDWLRQDO�

 �:H�DUH�GLVFRYHULQJ�WKH�QHHG�IRU�FRRUGLQDWLRQ�DW�WKH�ZRUOG�OHYHO��IRU�ORRNLQJ�DKHDG�VR�WKDW�WKH�SLHFHV�FDQ�EH�ILWWHG�WRJHWKHU�PRUH�SUHFLVHO\��
7KLV�KDV�EURXJKW�XV�WR�WKH�EHJLQQLQJ�RI�JOREDO�SODQQLQJ��)$2�LV�D�SLRQHHU��LWV�,QGLFDWLYH�:RUOG�3ODQ�LV�WKH�ILUVW�VXFK�DWWHPSW��WKH�SURWRW\SH�
YHUVLRQ�RI�ZKLFK�ZLOO�EH�UHDG\�LQ�������7KH�,/2�LV�ZRUNLQJ�KDUG�RQ�D�:RUOG�(PSOR\PHQW�3ODQ��
�7KH�8�1�
V�&HQWHU�IRU�'HYHORSPHQW�3ODQQLQJ��3URMHFWLRQV�DQG�3ROLFLHV��&'333��LV�SUHSDULQJ�ZKDW�FRXOG�ZHOO�EH�FDOOHG�WKH�IUDPHZRUN�IRU�D�
PDVWHU�SODQ�FRYHULQJ�DOO�VXFK�DFWLYLWLHV��7KLV�LV�SDUW�RI�WKH�WDVN�LPSRVHG�RQ�LW�E\�DVVHPEO\�UHVROXWLRQV�ZKLFK�UHTXHVW�WKH�VHFUHWDU\�JHQHUDO��LQ�
SODLQ�ZRUGV��WR�SUHSDUH�IXWXUH�GHYHORSPHQW�HIIRUWV�ZKLFK�DUH�DQ�LPSURYHPHQW�RQ�WKH�SUHVHQW�GHYHORSPHQW�GHFDGH���-DQ�7LQEHUJHQ���7KH�:D\�
2XW�RI�WKH�/DE\ULQWK�� &HUHV �)$2�5HYLHZ���9RO�����1R�����0D\�-XQH�������S�������
��7R�OLVW�EXW�D�IHZ��D�ZRUOG�KHDOWK�RUJDQL]DWLRQ��D�ZRUOG�IRRG�DQG�DJULFXOWXUDO�RUJDQL]DWLRQ��D�ZRUOG�ODERU�RUJDQL]DWLRQ��D�ZRUOG�HGXFDWLRQDO�
DQG�FXOWXUDO�RUJDQL]DWLRQ��D�ZRUOG�EDQN��D�JOREDO�PHWHRURORJLFDO�RUJDQL]DWLRQ��DQ�LQWHUQDWLRQDO�DWRPLF�HQHUJ\�DJHQF\��DQ�LQWHUQDWLRQDO�FLYLO��
DYLDWLRQ�RUJDQL]DWLRQ��DQ�LQWHUQDWLRQDO�DJHQF\�IRU�WKH�SHDFHIXO�XVHV�RI�RXWHU�VSDFH��DQ�DJHQF\�IRU�WDSSLQJ�WKH�RFHDQ�EHGV��HWF�
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DVSLUDWLRQV��DQG�WR�UHZDUG�QDUURZO\�QDWLRQDO�LQWHUHVWV��0RVW�VWDWHV�DUH�VSHQGLQJ�PRUH�RQ�DUPV�WKDQ�RQ�VRFLDO�
VHUYLFHV��DQG�WKH�IRUHLJQ�DLG�DOORWPHQW�RI�WKH�WZR�PRVW�SRZHUIXO�VWDWHV�LV�KLJKO\�GLVSURSRUWLRQDWH�WR WKHLU�DVVHUWHG�
JOREDO�PLVVLRQV���,QGHHG��LW�FDQ�EH�DUJXHG�WKDW�LQ�VRPH�UHVSHFWV�WKH�GLYLGHG��LVRODWHG��DQG�FRPSDUWPHQWDOL]HG�
ZRUOG�RI�ROG�KDG�PRUH�LQQHU�FRKHVLRQ�DQG�HQMR\HG�JUHDWHU�KDUPRQ\�WKDQ�WKH�YRODWLOH�JOREDO�UHDOLW\�RI�WRGD\��
(VWDEOLVKHG�FXOWXUHV��GHHSO\�HQWUHQFKHG�WUDGLWLRQDO�UHOLJLRQV��DQG�GLVWLQFWLYH�QDWLRQDO�LGHQWLWLHV�SURYLGHG�D�VWDEOH�
IUDPHZRUN�DQG�ILUP�PRRULQJV��GLVWDQFH�DQG�WLPH�ZHUH�WKH�LQVXODWRUV�DJDLQVW�H[FHVVLYH�IULFWLRQ�EHWZHHQ�WKH�
FRPSDUWPHQWV��7RGD\�WKH�IUDPHZRUN�LV�GLVLQWHJUDWLQJ�DQG�WKH�LQVXODQWV�DUH�GLVVROYLQJ��7KH�QHZ�JOREDO�XQLW\�KDV�
\HW�WR�ILQG�LWV�RZQ�VWUXFWXUH��FRQVHQVXV��DQG�KDUPRQ\��

� ,W�ZDV�HVWLPDWHG�WKDW�LQ������JOREDO�DUPV�VSHQGLQJ�ZDV����SHU�FHQW�JUHDWHU�WKDQ�WKH�ZRUOG
V�RXWOD\V�IRU�HGXFDWLRQ�DQG�ZDV�PRUH�WKDQ�WKUHH�
WLPHV�JUHDWHU�WKDQ�WKH�ZRUOG
V�SXEOLF�KHDOWK�EXGJHW��,Q�WKDW�VDPH�\HDU�WKH�WRWDO�IRUHLJQ�DLG�H[WHQGHG�E\�WKH�8QLWHG�6WDWHV�ZDV�DSSUR[LPDWHO\�
���ELOOLRQ��E\�WKH�6RYLHW�8QLRQ�DSSUR[LPDWHO\������PLOOLRQ��ERWK�VHWV�RI�ILJXUHV�IURP��:RUOG�0LOLWDU\�([SHQGLWXUHV��������������8�6��$UPV�
&RQWURO�DQG�'LVDUPDPHQW�$JHQF\��:DVKLQJWRQ��'�&���������HVSHFLDOO\�SS��������
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3$57�,,�
7KH�$JH�RI�9RODWLOH�%HOLHI�

7KH�DJH�RI�YRODWLOH�EHOLHI�LV�LQWLPDWHO\�OLQNHG�ZLWK�WKH�LPSDFW�RI�WKH�WHFKQHWURQLF�UHYROXWLRQ�RQ�H[LVWLQJ�
LGHRORJLHV�DQG�RXWORRNV�RQ�OLIH��:KDW�PDQ�WKLQNV�LV�FORVHO\�UHODWHG�WR�ZKDW�PDQ�H[SHULHQFHV��7KH�UHODWLRQVKLS�
EHWZHHQ�WKH�WZR�LV�QRW�FDXVDO�EXW�LQWHUDFWLQJ��H[SHULHQFH�DIIHFWV�WKRXJKW��DQG�WKRXJKW�FRQGLWLRQV�WKH�
LQWHUSUHWDWLRQ�RI�H[SHULHQFH��7RGD\�WKH�GRPLQDQW�SDWWHUQ�VHHPV�LQFUHDVLQJO\�WR�EH�WKDW�RI�KLJKO\�LQGLYLGXDOLVWLF��
XQVWUXFWXUHG��FKDQJLQJ�SHUVSHFWLYHV��,QVWLWXWLRQDOL]HG�EHOLHIV��WKH�UHVXOW�RI�WKH�PHUJHU�RI�LGHDV�DQG�LQVWLWXWLRQV��
QR�ORQJHU�DSSHDU�WR�PDQ\�DV�YLWDO�DQG�UHOHYDQW��ZKLOH�WKH�VNHSWLFLVP�WKDW�KDV�FRQWULEXWHG�VR�KHDYLO\�WR�WKH�
XQGHUPLQLQJ�RI�LQVWLWXWLRQDOL]HG�EHOLHIV�QRZ�FODVKHV�ZLWK�WKH�QHZ�HPSKDVLV�RQ�SDVVLRQ�DQG�LQYROYHPHQW��7KH�
UHVXOW�IRU�PDQ\�LV�DQ�HUD�RI�IDGV��RI�UDSLGO\�VKLIWLQJ�EHOLHIV��ZLWK�HPRWLRQV�SURYLGLQJ�IRU�VRPH�WKH�XQLI\LQJ�
FHPHQW�SUHYLRXVO\�VXSSOLHG�E\�LQVWLWXWLRQV�DQG�ZLWK�WKH�IDGHG�UHYROXWLRQDU\�VORJDQV�RI�WKH�SDVW�SURYLGLQJ�WKH�
QHHGHG�LQVSLUDWLRQ�IRU�IDFLQJ�DQ�DOWRJHWKHU�GLIIHUHQW�IXWXUH��

6HYHUDO�EURDG�SKDVHV�FDQ�EH�GLVFHUQHG�LQ�WKH�IRUPDWLRQ�RI�WKH�FROOHFWLYH�KXPDQ�FRQVFLRXVQHVV�WKDW�
FRQGLWLRQV�RXU�UHVSRQVH�WR�UHDOLW\�DQG�SURYLGHV�WKH�IUDPHZRUN�IRU�LQWHOOHFWXDOO\�VWUXFWXULQJ�WKDW�UHDOLW\��7KH�JUHDW�
UHOLJLRQV�RI�UHFRUGHG�KLVWRU\�ZHUH�FUXFLDO�LQ�HVWDEOLVKLQJ�D�SHUVSHFWLYH�WKDW�OLQNHG�PDQ
V�LQGLYLGXDO�SUHRFFXSDWLRQ�
ZLWK�KLV�LQQHU�OLIH�WR�D�XQLYHUVDO�*RG��ZKR�ZDV�WKH�VRXUFH�RI�D�VWDQGDUG�RI EHKDYLRXU�ELQGLQJ�XSRQ�DOO��5HDOLW\�
ZDV�*RG�JLYHQ��DQG�WKH�OLQH�EHWZHHQ�WKH�ILQLWH�DQG�WKH�LQILQLWH�ZDV�EOXUUHG��

7KH�LGHRORJLFDO�SKDVH�DVVRFLDWHG�ZLWK�LQGXVWULDOL]DWLRQ�DQG�WKH�VSUHDG�RI�OLWHUDF\ LQYROYHG�D�PXFK�
KLJKHU�SURSHQVLW\�WRZDUG�VRFLDO�DFWLYLVP�DQG�HPSKDVL]HG�PRUH�LPPHGLDWH�JRDOV��DV�GHILQHG�HLWKHU�LQ�WHUPV�RI�WKH�
QDWLRQ�RU�VRPH�RWKHU�FROOHFWLYH�JRRG��WKH�H[WHUQDO�FRQGLWLRQ�RI�PDQ�EHLQJ�WKH�SULPDU\�IRFXV��$FWLYLVP�FDOOHG�IRU�
D�PRUH�H[SOLFLW�GHILQLWLRQ�RI�RXU�UHDOLW\��DQG�V\VWHPDWLF��HYHQ�GRJPDWLF��LQWHOOHFWXDO�IUDPHZRUNV�ZHUH�PHDQW�WR�
PHHW�WKDW�QHHG��

,Q�RXU�WLPH�WKH�HVWDEOLVKHG�LGHRORJLHV�DUH�FRPLQJ�XQGHU�DWWDFN�EHFDXVH�WKHLU�LQVWLWXWLRQDOL]HG�FKDUDFWHU��
ZKLFK�ZDV�RQFH�XVHIXO�LQ�PRELOL]LQJ WKH�UHODWLYHO\�XQHGXFDWHG�PDVVHV��KDV�EHFRPH�DQ�LPSHGLPHQW�WR�LQWHOOHFWXDO�
DGDSWDWLRQ��ZKLOH�WKHLU�FRQFHUQ�ZLWK�WKH�H[WHUQDO�TXDOLWLHV�RI�OLIH�LV�LQFUHDVLQJO\�IHOW�WR�LJQRUH�WKH�LQQHU��PRUH�
VSLULWXDO�GLPHQVLRQ��&RPPLWPHQW�WR�LQGLYLGXDO�DFWLRQ��EDVHG�RQ�PRUDO�LQGLJQDWLRQ�DQG�VWLPXODWHG�E\�D�PXFK�
KLJKHU�OHYHO�RI�JHQHUDO�HGXFDWLRQ��KDV�EHFRPH�D�VXEVWLWXWH�IRU�KLJKO\�RUJDQL]HG�DFWLYLW\��WKRXJK�LW�DYRLGV�WKH�
SDVVLYLW\�DQG�LQGLIIHUHQFH�WR�H[WHUQDO�UHDOLW\�WKDW�ZDV�FKDUDFWHULVWLF�RI�WKH�SUH�LGHRORJLFDO�DJH��

&RPSHOOLQJ�LGHRORJLHV�WKXV�DUH�JLYLQJ�ZD\�WR�FRPSXOVLYH�LGHDV��EXW�ZLWKRXW�WKH�HVFKDWRORJ\�WKDW�
FKDUDFWHUL]HG�RWKHU�KLVWRULFDO�HUDV��<HW�WKHUH�LV�VWLOO�D�IHOW�QHHG�IRU�D�V\QWKHVLV�WKDW�FDQ�GHILQH�WKH�PHDQLQJ�DQG�WKH�
KLVWRULFDO�WKUXVW�RI�RXU�WLPHV��,Q�WKDW�VHDUFK�WKH�GRPLQDWLQJ�SDVVLRQ�LV�HTXDOLW\²DPRQJ�PHQ�ZLWKLQ�LQVWLWXWLRQV��
ZLWKLQ�VRFLHWLHV��DPRQJ�UDFHV��DQG�DPRQJ�QDWLRQV��(TXDOLW\�PRWLYDWHV�ERWK�WKH�UHEHOV�LQ�WKH�XQLYHUVLWLHV²LQ�WKH�
:HVW�DQG�LQ�WKH�(DVW²DQG�WKH�QHZ�QDWLRQV�LQ�WKHLU�VWUXJJOH�DJDLQVW�WKH�EHWWHU�HVWDEOLVKHG�DQG�ULFKHU�RQHV��7KLV�
HPSKDVLV��DV�ZHOO�DV�WKH�IHDU�RI�SHUVRQDO�REVROHVFHQFH��FDXVHV�FRQFHUQ�LQ�PDQ\�WKDW�WKH�QHZ�SRVW�LQGXVWULDO�DJH�
ZLOO�UHTXLUH�HYHQ�JUHDWHU�GLIIHUHQWLDWLRQ�LQ�VNLOOV��FRPSHWHQFHV��DQG�LQWHOOHFWXDO�SUHSDUDWLRQ��WKHUHE\�ZLGHQLQJ�WKH�
GLVSDULWLHV�ZLWKLQ�WKH�KXPDQ�FRQGLWLRQ�DW�D�WLPH�RI�HYHU�LQWHQVLI\LQJ�JOREDO�LQWHUDFWLRQ��

���7KH�4XHVW�IRU�D�8QLYHUVDO�9LVLRQ�
�0DQ�FDPH�VLOHQWO\�LQWR�WKH�ZRUOG�����%XW�WKRXJK�KLV�FRPLQJ�LV�VKURXGHG�LQ�P\VWHU\²LQ�WKH�VHQVH�WKDW�

ZH�VWLOO�NQRZ�OLWWOH�DERXW�WKH�DFWXDO�EHJLQQLQJV�RI�KXPDQ�H[LVWHQFH²IURP�HDUOLHVW�NQRZQ�KLVWRU\�PDQ�KDV�JLYHQ�
HYLGHQFH�RI�DQ�LQWHQVH�\HDUQLQJ�WR�XQGHUVWDQG�KLPVHOI�DQG�KLV�HQYLURQPHQW��+RZHYHU�FUXGHO\�DQG�SULPLWLYHO\��
PDQ�KDV�DOZD\V�VRXJKW�WR�FU\VWDOOL]H�VRPH�RUJDQL]LQJ�SULQFLSOH�WKDW�ZRXOG��E\�FUHDWLQJ�RUGHU�RXW�RI�FKDRV��UHODWH�
KLP�WR�WKH�XQLYHUVH�DQG�KHOS�GHILQH�KLV�SODFH�LQ�LW����

'HVSLWH�WKH�GLVDSSHDUDQFH�LQ�HDUOLHU�WLPHV�RI�HQWLUH�FXOWXUHV����KXPDQ�HYROXWLRQ²RU�VRFLDO�
GHYHORSPHQW²KDV�LQYROYHG�ERWK�DQ�H[SDQVLRQ�LQ�PDQ
V DZDUHQHVV�RI�KLPVHOI�DQG�KLV�IHOORZV�DV�D�KXPDQ�HQWLW\�
HQGRZHG�ZLWK�FHUWDLQ�FRPPRQ�TXDOLWLHV�DQG�DQ�LQFUHDVLQJO\�V\VWHPDWLF�LQWHOOHFWXDO�HIIRUW�WR�GHILQH�DQG�RUJDQL]H�
KLV�H[WHUQDO�UHDOLW\�PHDQLQJIXOO\��7KHUH�KDV�WKXV�EHHQ�DW�ZRUN�ZKDW�7HLOKDUG�GH�&KDUGLQ�KDV�FDOOHG��DQ�
DXJPHQWDWLRQ�RI�FRQVFLRXVQHVV�����D�VWUHDP�ZKHUHE\�D�FRQWLQXLQJ�DQG�WUDQVPLVVLEOH�WUDGLWLRQ�RI�UHIOHFWLRQ�LV�
HVWDEOLVKHG�DQG�DOORZHG�WR�LQFUHDVH�����

,Q�WHUPV�RI�WKH�HQWLUHW\�RI�KXPDQ�H[LVWHQFH��WKDW��VWUHDP��PD\�LQGHHG�EH�D�VKRUW�RQH��DV�WKH�FULWLFV�RI�WKH�
QRWLRQ�RI�KLVWRULFDO SURJUHVV�UHDGLO\�SRLQW�RXW��1HYHUWKHOHVV��UHFRUGHG�KLVWRU\�GRHV�SURYLGH�VWURQJ�HYLGHQFH�RI�
JURZWK²RIWHQ�KDOWLQJ�DQG�XQHYHQ��EXW�JURZWK�QRQHWKHOHVV²LQ�PDQ
V�FRQVFLRXVQHVV�RI�D�FRPPRQ�KXPDQ�IDWH��RI�
FHUWDLQ�XQLYHUVDO�FUDYLQJV� DQG�RI�FRPPRQ�PRUDO�VWDQGDUG���(YHQ�ZKHQ�WKH\�FRPSHWH��UHOLJLRQV�DQG�LGHRORJLHV�

�:H�DUH�WDONLQJ�KHUH�DERXW�RXU�KLVWRU\²RI�RXU�KLVWRULFDO�FLYLOL]DWLRQ��&ODXGH�/HYL�6WUDXVV�LV�RWKHUZLVH�TXLWH�ULJKW�LQ�SRLQWLQJ�RXW�WKDW��������LW�
LV�IRUJRWWHQ�WKDW�HDFK�RI�WKH�WHQV�RU�KXQGUHGV�RI�WKRXVDQGV�RI�VRFLHWLHV�ZKLFK�KDYH�H[LVWHG�VLGH�E\�VLGH�LQ�WKH�ZRUOG�RU�VXFFHHGHG�RQH�DQRWKHU�
VLQFH�PDQ
V�ILUVW�DSSHDUDQFH��KDV�FODLPHG�WKDW�LW�FRQWDLQV�WKH�HVVHQFH�RI�DOO�WKH�PHDQLQJ�DQG�GLJQLW\�RI�ZKLFK�KXPDQ�VRFLHW\�LV�FDSDEOH�DQG��
UHGXFHG�WKRXJK�LW�PD\�KDYH�EHHQ�WR�D�VPDOO�QRPDG�EDQG�RU�D�KDPOHW�ORVW�LQ�WKH�GHSWKV�RI�WKH�IRUHVW��LWV�FODLP�KDV�LQ�LWV�RZQ�H\HV�UHVWHG�RQ�D�
PRUDO�FHUWDLQW\�FRPSDUDEOH�WR�WKDW�ZKLFK�ZH�FDQ�LQYRNH�LQ�RXU�RZQ�FDVH��%XW�ZKHWKHU�LQ�WKHLU�FDVH�RU�RXU�RZQ��D�JRRG�GHDO�RI�HJRFHQWULFLW\



�������

KDYH�LQFUHDVLQJO\�GRQH�VR�LQ�WHUPV�RI�DQG�IRU�WKH�VDNH�RI�SULQFLSOHV�WKDW�VHHP��ZKHQ�YLHZHG�IURP�D�KLVWRULFDO�
SHUVSHFWLYH��PRUH�DQG�PRUH�WR�LQYROYH�VHPDQWLF�DQG�QRW�VXEVWDQWLYH�GLIIHUHQFHV��7KLV�LV�QRW�WR�GHQ\�WKDW�SUDFWLFH�
KDV�RIWHQ�ZLGHO\�GLIIHUHG���LW�LV��KRZHYHU��UHPDUNDEOH�WKDW�FRQIOLFWV�KDYH�EHHQ�ZDJHG�RYHU�FRPSHWLWLYH�FODLPV�WR�
D�VXSHULRU�LQWHUSUHWDWLRQ�DQG�DSSOLFDWLRQ�RI�VXFK�XQLYHUVDO�YDOXHV�DV�GHPRFUDF\��ZHOIDUH��LQGLYLGXDO�GLJQLW\��DQG�
SHUVRQDO�IUHHGRP��

7KH�8QLYHUVDO�5HOLJLRQV�
7KH�FUXFLDO�EUHDNWKURXJK�LQ�WKH�GHYHORSPHQW�RI�KXPDQ�VHOI�DZDUHQHVV�RQ�D�PDVV�VFDOH�FDPH�ZLWK�WKH�JUHDW�
UHOLJLRQV²WKH�ILUVW�XQLYHUVDO�V\QWKHVHV�WKDW�VLPXOWDQHRXVO\�H[SDQGHG�PDQ
V�YLVLRQ�ERWK�YHUWLFDOO\�DQG�
KRUL]RQWDOO\��YHUWLFDOO\��WR�GHILQH�LQ�H[WHQGHG�DQG�FRPSOH[�WHUPV�PDQ
V�UHODWLRQVKLS�WR�D�*RG�WKDW�ZDV�QRW�D�VPDOO�
JURXS
V�DORQH EXW�HYHU\RQH
V� KRUL]RQWDOO\��WR�DUWLFXODWH�D�VHULHV�RI�LPSHUDWLYHV�WKDW�JRYHUQHG�PDQ
V�REOLJDWLRQV�WR�
PDQ�RQ�WKH�JURXQGV�WKDW�DOO�VKDUHG�WKH�GLYLQH�VSDUN��8QLYHUVDOLVP�WKXV�HPHUJHG�DV�D�VWDWH�RI�PLQG�HYHQ�DW�D�WLPH�
ZKHQ�PDQ�ZDV�VWLOO SURYLQFLDO�DQG�LVRODWHG�LQ�PXWXDOO\�H[FOXVLYH�VRFLDO�FXOWXUDO�FRPSDUWPHQWV��

$FFRUGLQJO\��WKH�ELUWK�RI�WKH�XQLYHUVDO�UHOLJLRQV�UHSUHVHQWV�WKH�DSSHDUDQHH�RI�KXPDQLW\ TXD KXPDQLW\��
7KH�DVVHUWLRQ�RI�PDQ
V�HTXDOLW\�EHIRUH�*RG�LQ�WHUPV�RI�KLV�VSLULW��KLV�FRQVFLHQFH��RU�KLV�VRXO��ODLG�WKH�EDVLV�IRU�WKH�
WUDQVFHQGHQWDO�LPSRUWDQFH�RI�WKH�KXPDQ�EHLQJ�DQG�IRU�WKH�PXFK�ODWHU�DVVHUWLRQ�RI�WKH HTXDOLW\�RI�PHQ�LQ�WKHLU�
SROLWLFDO�DQG�VRFLDO�GLPHQVLRQV��,Q�WKDW�VHQVH��SURVHO\WL]LQJ�&KULVWLDQLW\��ZKLFK�XQLYHUVDOL]HG�WKH�PRUH�OLPLWHG�
*UHHN�DQG�-XGDLF�WUDGLWLRQ��ZDV�D�SDUWLFXODUO\�UHYROXWLRQDU\�IRUFH�DQG�ZDV�YLHZHG�DV�VXFK�E\�HVWDEOLVKHG�
DXWKRULW\��LQ�VSLWH�RI�WKH�GLVWLQFWLRQ�LW�PDGH�EHWZHHQ�HTXDOLW\�EHIRUH�*RG�DQG�REHLVDQFH�WR�&DHVDU�RQ�&DHVDU
V�
WHUPV��,I�KXPDQ�KLVWRU\�FDQ�EH�VDLG�WR�LQYROYH�ERWK�D�VWUXJJOH�LDQG�DQ�HYROXWLRQ�WRZDUG�WKH�SURJUHVVLYH�OLEHUDWLRQ�
RI�PDQ��WKHQ�WKH�DWWDLQPHQW�RI�HTXDOLW\�EHIRUH�WKH�VXSHUQDWXUDO�ZDV�WKH�ILUVW�PDMRU�VWHS�RQ�WKDW�URDG��

%XW�HDUO\�PDQ�FRXOG�QHLWKHU�FRQWURO�QRU�FRPSUHKHQG�HLWKHU�KLPVHOI�RU�KLV�HQYLURQPHQW��%RWK�ZHUH�
HVVHQWLDOO\�D�P\VWHU\��D�JLYHQ�WR�EH�DFFHSWHG��ZKDWHYHU�WKH�SDLQV�RI�OLIH�PLJKW�EH��$V�D�FRQVHTXHQFH��WKH�GLVWDQW�
IXWXUH�EHFDPH�D�PXFK�PRUH�LQWHQVH�REMHFW�RI�SUHRFFXSDWLRQ�WKDQ�WKH�LPPHGLDWH�SUHVHQW��7KH�LQDELOLW\�WR�FRSH�
HIIHFWLYHO\�ZLWK�GLVHDVH��SODJXHV��LQIDQW�PRUWDOLW\��D�VKRUW�OLIH�VSDQ��RU�QDWXUDO�GLVDVWHUV�VXFK�DV�IORRGV�DQG�FURS�
EOLJKWV�SURPSWHG�PDQ�WR�VHHN�UHIXJH�LQ�DOO�HQFRPSDVVLQJ�GHILQLWLRQV�RI�KLV�UHDOLW\��7KHVH�LQ�WXUQ�SURYLGHG�DW�
OHDVW�SDUWLDO�MXVWLILFDWLRQ�IRU�WKH�YLHZ�WKDW�KXPDQ�HQGHDYRU�ZDV�IXWLOH�DQG�IRU�WKH�QHFHVVLW\�RI�DFFHSWLQJ�HYHQWV�
ZLWK�IDWDOLVP��%\�WDNLQJ�UHIXJH�LQ�DQ�DXWRQRPRXV��GLVWDQW��GLYLQH�IXWXUH��PDQ�UHOLHYHG�KLPVHOI�RI�WKH�REOLJDWLRQ�
WR�VWUXJJOH�LQWHQVHO\�ZLWK�WKH�SUHVHQW�XQGHU�FLUFXPVWDQFHV�KH�ZDV�QHLWKHU�LQWHOOHFWXDOO\�QRU�SUDFWLFDOO\�SUHSDUHG�
IRU��
(YHQ�WKH�QRWLRQ�RI��IUHH�ZLOO�²D�FHQWUDO�FRPSRQHQW�RI�WKH�PRVW�DFWLYLVW�RI�WKH�JUHDW�UHOLJLRQV��&KULVWLDQLW\²�
EDVLFDOO\�LQYROYHG�DQ�LQQHU�DFW�RI�FRQVFLHQFH�QHFHVVDU\�IRU�WKH�VWDWH�RI�JUDFH��UDWKHU�WKDQ�D�SRLQW�RI�GHSDUWXUH�IRU�
PRUDOO\�PRWLYDWHG�H[WHUQDO�DFWLRQ��1R�VWUHVV�ZDV�SODFHG�RQ�WKH�VWUXJJOH�WR�LPSURYH�H[WHUQDO�FRQGLWLRQV��EHFDXVH�
WKH�XQVWDWHG�DVVXPSWLRQ�ZDV�WKDW�WKH\�FRXOG�QRW�EH�IXQGDPHQWDOO\�LPSURYHG��7KH�HPSKDVLV�ZDV�RQ�WKH�LQQHU�
PDQ��E\�ULYHWLQJ�KLV�DWWHQWLRQ�RQ�WKH�XQLYHUVDO�DQG�WKH�GLYLQH�IXWXUH��PDQ�FRXOG�PDVWHU�WKH�SUHVHQW�E\�VLPSO\�
LJQRULQJ�LW��0LQLPXP�VRFLDO DFWLRQ�ZDV�PDWFKHG�E\�PD[LPXP�FRPPLWPHQW�WR�WKH�VXSHUQDWXUDO��

7R�PHHW�WKH�FHQWUDO�QHHG�RI�WKHLU�WLPH²PDLQO\��WR�SURYLGH�PDQ�ZLWK�D�ILUP�PRRULQJ�LQ�D�ZRUOG�ZKLFK�
FRXOG�QRW�EH�FRPSUHKHQGHG�²DQG�WR�DVVHUW�ILUP�FRQWURO�RYHU�PDQ
V�VSLULW��UHOLJLRXV�EHOLHIV�FU\VWDOOL]HG�LQWR�
GRJPDV�DQG�ZHUH�RUJDQL]HG�LQWR�LQVWLWXWLRQV���7KH�PRUH�LQGLYLGXDOO\�GHPDQGLQJ�WKH�UHOLJLRQ��WKH�KLJKHU�ZDV�WKH�
GHJUHH�RI�LQVWLWXWLRQDOL]DWLRQ���� �7KLV�KDV�SURPSWHG�WKH�DQDORJLHV�PDGH�E\�D�QXPEHU�RI�VFKRODUV�EHWZHHQ�,VODP�
DQG�&KULVWLDQLW\�RQ�WKH�RQH�KDQG�DQG�FRPPXQLVP�RQ�WKH�RWKHU�����:LWK�WKH�LQVWLWXWLRQDOL]DWLRQ�FDPH�PRUH�
DFWLYLVP��WKH�&UXVDGHV�DQG�WKH�KRO\�ZDUV�RI�,VODP��DQG�WKH�H[HUFLVH�RI�PXVFOH�E\�UHOLJLRXV�RUJDQL]DWLRQV�RQ�WKHLU�
HQYLURQPHQW��3RZHU�ZDV�DVVHUWHG��KRZHYHU��WR�H[WHQG�WKH�FRQTXHVW�RI�WKH�VSLULW��QRW�WR�HIIHFW�VRFLDO�FKDQJH��7KH�
LQVWLWXWLRQDOL]DWLRQ�RI�EHOLHI�WKXV�FRPELQHG�WZR�IXQFWLRQV��LW�ZDV�WKH�]HDORWV
�VHOI�GHIHQVH�PHFKDQLVP�DJDLQVW�D�
QRQ�EHOLHYLQJ�HQYLURQPHQW��DQG�LW�ZDV�D�WRRO�IRU�VXVWDLQHG�SURVHO\WL]DWLRQ��RQH�GHVLJQHG�QRW�RQO\�WR�ZLQ�RYHU�
DGKHUHQWV�EXW�WR�RYHUFRPH�WKH�LQHUWLDO�UHVLVWDQFH�RI�WKH�PDVVHV��ZKR�ZHUH�ODUJHO\�LQGLIIHUHQW�WR�VSLULWXDO�
UHTXLUHPHQWV����

$OWKRXJK�&KULVWLDQLW\�KDV�EHHQ�WKH�PRVW�DFWLYLVW�RI�WKH�JUHDW�UHOLJLRQV�DQG�KDV�WKHUHE\�ODLG�WKH�EDVLV�IRU�
WKH�VXEVHTXHQW�VHFXODU�UHYROXWLRQDU\�PRYHPHQWV�WKDW�KDYH�GRPLQDWHG�:HVWHUQ�KLVWRU\��WKH�SURFHVV�RI�
LQVWLWXWLRQDOL]DWLRQ²DQG�KHQFH�WKH�HPHUJHQFH�RQ�WKH�SDUW�RI�RUJDQL]HG�UHOLJLRQ�RI�D�VWDNH�LQ�WKH VWDWXV�TXR²KDV�
WHQGHG�WR�PXWH�WKH�UDGLFDO�PHVVDJH�LQ�WKH�&KULVWLDQ�FRQFHSW�RI�KLVWRU\��WKH�PRYHPHQW�WRZDUG�VDOYDWLRQ��RQ�HDUWK�

DQG�QDLYHW\�LV�QHFHVVDU\�WR�EHOLHYH�WKDW�PDQ�KDV�WDNHQ�UHIXJH�LQ�D�VLQJOH�RQH�RI�WKH�KLVWRULFDO�RU�JHRJUDSKLFDO�PRGHV�RI�KLV H[LVWHQFH��ZKHQ�
WKH�WUXWK�DERXW�PDQ�UHVLGHV�LQ�WKH�V\VWHP�RI�WKHLU�GLIIHUHQFHV�DQG�FRPPRQ�SURSHUWLHV���7KH�6DYDJH�0LQG��&KLFDJR��������S��������
� ,�GR�QRW�SURSRVH²QRU�GR�,�IHHO�TXDOLILHG²WR�EHFRPH�LQYROYHG�LQ�WKH�GHEDWH�DPRQJ�0DU[LVWV��)UHXGLDQV��DQG�-XQJLDQV�FRQFHUQLQJ�WKH�
DXWRQRP\�DQG�WKH�IXQFWLRQDOLW\�RI�UHOLJLRXV�GHYHORSPHQW��0\�FRQFHUQ�KHUH�LV�ZLWK�WKH�HPHUJHQFH�RI�D�FRQFHSWXDO�DQG�LQVWLWXWLRQDO�
IUDPHZRUN�IRU�GHILQLQJ�PDQ
V�UHODWLRQVKLS�WR�KLV�UHDOLW\��
��$Q�H[WUHPH�H[DPSOH�LV�SURYLGHG�E\�WKH�&DWKROLF &KXUFK
V�LQVLVWHQFH�RQ�FHOLEDF\��$V�RQH�VFKRODU�KDV�QRWHG���&HOLEDF\�HQVXUHG�IRU�LW�DQ�
H[FOXVLYH�OR\DOW\�RI�LWV�SHUVRQQHO�WKDW�ZDV�XQDYDLODEOH�WR�RWKHU�PRGHUQ�UHOLJLRXV�LQVWLWXWLRQV��,W�RIWHQ�FRQWULEXWHG�WR�LWV�DPD]LQJ�FDSDFLW\�WR�
UHVLVW�VHFXODU�DXWKRULW\��,W�LV�ZRUWK�QRWLQJ�LQ�SDVVLQJ�WKDW�FKXUFKHV�ZLWK�PDUULHG�SULHVWKRRGV��EH�WKH\�/XWKHUDQ��$QJOLFDQ��RU�*UHHN�2UWKRGR[�
�WKH�ODWWHU�DOORZLQJ�PDUULDJH�RQO\�IRU�WKH�ORZHU�RUGHUV�RI�SULHVWV���KDYH�QRW�EHHQ�DEOH�WR�VWDQG�XS�DJDLQVW�VHFXODU�DXWKRULW\�LQ�D�ZD\�
FRPSDUDEOH�WR�WKDW�RI�WKH�&DWKROLF�&KXUFK��7KH�3URWHVWDQW�DQG�2UWKRGR[�FKXUFKHV�KDYH�W\SLFDOO\�EHHQ�VHUYDQWV�DQG�DSSHQGDJHV�RI�VHFXODU�
DXWKRULW\��7KH\�UDUHO\�FRXOG�DIIRUG�WR�UHVLVW�LW��2QH�UHDVRQ�IRU�WKLV�ZDV�SUHFLVHO\�WKDW�WKHLU�FOHULFDO�SHUVRQQHO�ZDV�GHHSO\�LQYROYHG�LQ�WKH�PHVK�
RI�FLYLO�VRFLDO�OLIH���/HZLV�$��&RVHU���*UHHG\�2UJDQL]DWLRQV���(XURSHDQ�-RXUQDO�RI�6RFLRORJ\��9RO�����������S�������



�������

DV�LQ�+HDYHQ���7KXV�LQ�SUDFWLFH�WKH�&KULVWLDQ�FKXUFKHV�KDYH�JUDGXDOO\�FRPH�WR�DFFHSW�VRFLDO�VWUDWLILFDWLRQ�DQG�
HYHQ�WR�EHQHILW�IURP�LW��DV�LQ�/DWLQ�$PHULFD���DQG�VRPH�/XWKHUDQ�YDULHWLHV�KDYH HYHQ�FRPH�WR�VDQFWLRQ�LQ�GRJPD�
FRQFHSWV�RI�UDFLDO�LQHTXDOLW\�WKDW�DUH�DW�H[WUHPH�YDULDQFH�ZLWK�WKH�LQLWLDO�HJDOLWDULDQ�UHYROXWLRQ�UHSUHVHQWHG�E\�WKH�
QHZ�&KULVWLDQ�UHODWLRQVKLS�EHWZHHQ�*RG�DQG�PDQ��

7KH�RWKHU�JUHDW�UHOLJLRQV�KDYH�EHHQ�PRUH�SDVVLYH²ERWK�LQ�SUDFWLFH�DQG�LQ�WKHRU\��%XGGKLVP�GRHV�QRW�
FRQWDLQ�LPSHUDWLYHV�IRU�VRFLDO�FKDQJH�EXW�RIIHUV�VDOYDWLRQ�IURP�UHDOLW\��8QOLNH�&KULVWLDQLW\��QLUYDQD�GLG�QRW�VHUYH�
DV�D�VSULQJERDUG�IRU�WHPSRUDO�DFWLYLVP��6LPLODUO\��,VODP
V�GRPLQDQW�VWUDLQ�RI�IDWDOLVP�KDV�ZRUNHG�DJDLQVW�WKH�
SUHVHQFH�RI�DW�OHDVW�WKDW�HOHPHQW�RI�WHQVLRQ�EHWZHHQ��HWHUQDO�SHDFH��DQG��KHDYHQ�RQ�HDUWK��WKDW�LV�VR�VWURQJ�LQ�
&KULVWLDQLW\�DQG�WKDW�KDV�SURPSWHG�LWV�UHSUHVVHG�DFWLYLVP����

7KH�1DWLRQDO�,GHQWLW\�
:LWK�WKH�JURZWK�LQ�WKH�:HVW�RI�PDQ
V�DELOLW\�WR PDVWHU�KLV�HQYLURQPHQW��VHFXODU�UDWLRQDOLVP��

DFFRPSDQLHG�E\�D�JUHDWHU�DZDUHQHVV�RI�VRFLDO�FRPSOH[LW\�DV�ZHOO�DV�E\�D�EUHDNGRZQ�LQ�WKH�H[LVWLQJ�VWUXFWXUH�RI�
UHOLJLRXV�DOOHJLDQFH��HPHUJHG�WR�FKDOOHQJH�LQVWLWXWLRQDOL]HG�UHOLJLRQ��7KDW�UHOLJLRXV�DOOHJLDQFH�VLPXOWDQHRXVO\�
UHVWHG�RQ�WKH�QDUURZQHVV�DQG�RQ�WKH�XQLYHUVDOLVP�RI�PDQ
V�KRUL]RQV��WKH�QDUURZQHVV�GHULYHG�IURP�PDVVLYH�
LJQRUDQFH��LOOLWHUDF\��DQG�D�YLVLRQ�FRQILQHG�WR�WKH�LPPHGLDWH�HQYLURQPHQW�E\�OLPLWHG�FRPPXQLFDWLRQV��WKH�
XQLYHUVDOLVP�ZDV�SURYLGHG�E\�WKH�DFFHSWDQFH RI�WKH�LGHD�WKDW�PDQ
V�GHVWLQ\�LV�HVVHQWLDOO\�LQ�*RG
V�KDQGV�DQG�WKDW�
WKH�OLPLWHG�SUHVHQW�LV�EXW�D�VWHSSLQJVWRQH�WR�DQ�XQOLPLWHG�IXWXUH��(PHUJLQJ�VHFXODULVP�FKDOOHQJHG�ERWK�
GLPHQVLRQV��DQG�LQ�VR�GRLQJ�UHTXLUHG�IRU�WKH�H[WHUQDO�SURMHFWLRQ�RI�PDQ
V�LGHQWLW\�DQ�LQWHUPHGLDU\�IRFXV�RI�
OR\DOW\²VRPHWKLQJ�LQ�EHWZHHQ�WKH�LPPHGLDWH�DQG�WKH�LQILQLWH��7KH�QDWLRQ�VWDWH�DQG�QDWLRQDOLVP�ZHUH�WKH�UH��
VSRQVHV��
7KH�GRFWULQH�RI�VRYHUHLJQW\�FUHDWHG�WKH�LQVWLWXWLRQDO�EDVLV�IRU�FKDOOHQJLQJ�WKH�VHFXODU�DXWKRULW\�RI�HVWDEOLVKHG�
UHOLJLRQ��DQG�WKLV�FKDOOHQJH�LQ�WXUQ�SDYHG�WKH�ZD\�IRU�WKH�HPHUJHQFH�RI�WKH�DEVWUDFW�FRQFHSWLRQ�RI�WKH�QDWLRQ��
VWDWH��6RYHUHLJQW\�YHVWHG�LQ�WKH�SHRSOH��LQVWHDG�RI�VRYHUHLJQW\�YHVWHG�LQ�WKH�NLQJ��ZDV�WKH�FRQVXPPDWLRQ�RI�WKH�
SURFHVV�ZKLFK�LQ�WKH�WZR FHQWXULHV�SUHFHGLQJ�WKH�)UHQFK�DQG�$PHULFDQ�UHYROXWLRQV�UDGLFDOO\�DOWHUHG�WKH�VWUXFWXUH�
RI�DXWKRULW\�LQ�WKH�:HVW��DQG�SUHSDUHG�WKH�JURXQG�IRU�D�QHZ�GRPLQDQW�FRQFHSW�RI�UHDOLW\��7KH�QDWLRQ�VWDWH�
EHFDPH�VLPXOWDQHRXVO\�WKH�HPERGLPHQW�RI�SHUVRQDO�FRPPLWPHQWV�DQG�WKH�SRLQW�RI�GHSDUWXUH�IRU�DQDO\]LQJ�
UHDOLW\��7KLV�GHYHORSPHQW�PDUNHG�D�QHZ�SKDVH�LQ�PDQ
V�SROLWLFDO�FRQVFLRXVQHVV��

1DWLRQDOLVP�GLG�QRW�VHHN�WR�GLUHFW�WKH�LQGLYLGXDO�WRZDUG�WKH�LQILQLWH��EXW�WR�DFWLYDWH�WKH�LPSHUVRQDO�
PDVVHV�IRU�WKH�VDNH�RI�LPPHGLDWHO\�SUR[LPDWH�JRDOV��3DUDGR[LFDOO\��WKHVH�FRQFUHWH�JRDOV�ZHUH�GHULYHG�IURP�WKH�
VWLOO�LQWDQJLEOH�DQG�WUDQVFHQGHQWDO��WKRXJK QHZ��REMHFW�RI�ZRUVKLS��WKH�QDWLRQ��7KH�QDWLRQ�EHFDPH�WKH�VRXUFH�RI�
HFVWDWLF��O\ULFDO�DIIHFWLRQ��DQG�LW�ZDV WKLV�KLJKO\�HPRWLRQDO�UHODWLRQVKLS��V\PEROL]HG�E\�WKH�QHZ�DQWKHPV���/D�
0DUVHLOODLVH����IODJV��DQG�KHURHV��WKDW�VHUYHG�WR�HQHUJL]H�WKH�SRSXODFH��7KH�FRQFUHWH�JRDOV�WRRN�WKH�IRUP�RI�
PDVVLYH�SUHRFFXSDWLRQ�ZLWK�IURQWLHUV��LUUHGHQWD���EUHWKUHQ��WR�EH�UHJDLQHG�IURP�IRUHLJQ�FDSWLYLW\��DQG��PRUH�
JHQHUDOO\��WKH�SRZHU�DQG�WKH�JORU\�RI�WKH�VWDWH�DV�WKH�IRUPDO�H[SUHVVLRQ�RI�WKH�QDWLRQ��7KH�VWDWH�WKXV�EHFDPH�WKH�
LQVWLWXWLRQDO�IRUP�IRU�WKH�QHZ�GRPLQDQW�EHOLHI��ZLWK�D�PRQRSROLVWLF�FODLP�RQ�WKH�DFWLYH�GHGLFDWLRQ�WR�LW�RI PDQ��
QRZ�GHVLJQDWHG��ILUVW�DQG�DERYH�DOO��DV�WKH�FLWL]HQ��

7KH�GHVLJQDWLRQ��PDQ�WKH�FLWL]HQ��V\PEROLFDOO\�PDUNV�DQRWKHU�PLOHVWRQH�LQ�WKH�HYROXWLRQ�RI�PDQ�DV�D�
VRFLDO�EHLQJ��(TXDOLW\�EHIRUH�*RG�ZDV�QRZ�PDWFKHG�E\�HTXDOLW\�EHIRUH�WKH�ODZ��VSLULWXDO�HJDOLWDULDQLVP�ZDV�QRZ�
UHLQIRUFHG�E\�OHJDO�HJDOLWDULDQLVP��,W�LV�RI�QRWH�WKDW�OHJDO�HTXDOLW\�ZDV�DVVHUWHG�ERWK�E\�WKH�$PHULFDQ�5HYROXWLRQ��
ZKLFK�VXSSOHPHQWHG�LWV�VWUHVV�RQ�HTXDOLW\�EHIRUH�WKH�ODZ�ZLWK�D�VWURQJ�DWWDFKPHQW�WR�UHOLJLRXV�YDOXHV²LQGHHG��LW�
GHULYHG�WKH�IRUPHU�IURP�WKH�ODWWHU²DQG�E\�WKH�)UHQFK�5HYROXWLRQ��ZKLFK�FRQVWUXFWHG�LWV�SDQWKHRQ�RI�KXPDQ�
HTXDOLW\�E\�H[SOLFLWO\�UHMHFWLQJ�WKH�UHOLJLRXV�WUDGLWLRQ��,Q�ERWK�FDVHV�WKH�OHJDO�HTXDOLW\�RI�WKH�FLWL]HQ�ZDV�
SRVWXODWHG�DV�D�XQLYHUVDO�SULQFLSOH²DQG�WKXV�LW�PDUNHG�DQRWKHU�JLDQW�VWHS�LQ�WKH�SURJUHVVLYH�UHGHILQLWLRQ�RI�PDQ
V�
QDWXUH�DQG�SODFH�LQ�RXU�ZRUOG��

:LWK�QDWLRQDOLVP��WKH�GLVWLQFWLRQ�EHWZHHQ�WKH�LQQHU�FRQWHPSODWLYH�PDQ��FRQFHUQHG�ZLWK�KLV�UHODWLRQVKLS�
WR�*RG��DQG�WKH�H[WHUQDO�PDQ� FRQFHUQHG�ZLWK�VKDSLQJ�KLV�HQYLURQPHQW��EHFDPH�EOXUUHG��1DWLRQDOLVP�DV�DQ�
LGHRORJ\�ZDV�PRUH�DFWLYLVW��PDQ
V�UHODWLRQV�WR�PDQ�ZHUH�REMHFWLYL]HG�H[WHUQDOO\�E\�OHJDO�QRUPV�DQG�ZHUH�QRW�
GHSHQGHQW��DV�ZDV�PDQ
V�UHODWLRQ�WR�*RG��RQ�SHUVRQDO�FRQVFLHQFH��\HW�DW�WKH�VDPH�WLPH�WKH�GHILQLWLRQ�RI�PDQ�DV�D�
�QDWLRQDO��ZDV�EDVHG�ODUJHO\�RQ�DEVWUDFW��KLVWRULFDOO\�GHWHUPLQHG��DQG�KLJKO\�HPRWLRQDO�FULWHULD��7KLV�RXWORRN�
LQYROYHG�FRQVLGHUDEOH�YDJXHQHVV�DQG�HYHQ�LUUDWLRQDOLW\�ZKHQ�XVHG�DV�D�FRQFHSWXDO�IUDPHZRUN�ZLWKLQ�ZKLFK�
UHODWLRQV�EHWZHHQ�QDWLRQV�DQG�GHYHORSPHQWV�ZLWKLQ�QDWLRQV�PLJKW�EH�XQGHUVWRRG��1DWLRQDOLVP�RQO\�SDUWLDOO\�
LQFUHDVHG�PHQ
V�VHOI�DZDUHQHVV��LW�PRELOL]HG�WKHP�DFWLYHO\�EXW�IDLOHG�WR�FKDOOHQJH�WKHLU�FULWLFDO�IDFXOWLHV��LW�ZDV�
PRUH�D�PDVV�YHKLFOH�IRU�KXPDQ�SDVVLRQ�DQG�IDQWDVL]LQJ�WKDQ�D�FRQFHSWXDO�IUDPHZRUN�WKDW�PDGH�LW�SRVVLEOH�WR�

��,Q�ERWK�LWV�UHOLJLRXV�DQG�LWV�VHFXODU�YHUVLRQV��LQ�)LOPHU�DV�ZHOO�DV�LQ�+REEHV��WKH�LPSRUW�RI�WKH�QHZ�GRFWULQH RI�VRYHUHLJQW\�ZDV�WKH�
VXEMHFW
V�DEVROXWH�GXW\�RI�REHGLHQFH�WR�KLV�NLQJ��%RWK�GRFWULQHV�KHOSHG�SROLWLFDO�PRGHUQL]DWLRQ�E\�OHJLWLPL]LQJ�WKH�FRQFHQWUDWLRQ�RI�DXWKRULW\�
DQG�WKH�EUHDNGRZQ�RI�WKH�PHGLHYDO�SOXUDOLVWLF�SROLWLFDO�RUGHU��7KH\�ZHUH�WKH�VHYHQWHHQWK�FHQWXU\�FRXQWHUSDUWV�RI�WKH�WKHRULHV�RI�SDUW\�
VXSUHPDF\�DQG�QDWLRQDO�VRYHUHLJQW\�ZKLFK�DUH�WRGD\�HPSOR\HG�WR�EUHDN�GRZQ�WKH�DXWKRULW\�RI�WUDGLWLRQDO�ORFDO��WULEDO��DQG�UHOLJLRXV�ERGLHV��,Q�
WKH�VHYHQWHHQWK�FHQWXU\��PDVV�SDUWLFLSDWLRQ�LQ�SROLWLFV�VWLOO�OD\�LQ�WKH�IXWXUH��KHQFH�UDWLRQDOL]DWLRQ�RI�DXWKRULW\�PHDQW�FRQFHQWUDWLRQ�RI�SRZHU�
LQ�WKH�DEVROXWH�PRQDUFK��,Q�WKH�WZHQWLHWK�FHQWXU\��WKH�EURDGHQLQJ�RI�SDUWLFLSDWLRQ�DQG�WKH�UDWLRQDOL]DWLRQ�RI�DXWKRULW\�RFFXU�VLPXOWDQHRXVO\��
DQG�KHQFH�DXWKRULW\�PXVW�EH�FRQFHQWUDWHG�LQ�HLWKHU�D�SROLWLFDO�SDUW\�RU�LQ�D�SRSXODU�FKDULVPDWLF�OHDGHU��ERWK�RI�ZKLFK�DUH�FDSDEOH�RI�DURXVLQJ�
WKH�PDVVHV�DV�ZHOO�DV�FKDOOHQJLQJ�WUDGLWLRQDO�VRXUFHV�RI�DXWKRULW\��%XW�LQ�WKH�VHYHQWHHQWK�FHQWXU\�WKH�DEVROXWH�PRQDUFK�ZDV�WKH�IXQFWLRQDO�
HTXLYDOHQW�RI�WKH�WZHQWLHWK�FHQWXU\
V�PRQROLWKLF�SDUW\���+XQWLQJWRQ��S�������
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GLVVHFW�DQG�WKHQ�GHOLEHUDWHO\�UHDVVHPEOH�RXU�UHDOLW\��

,GHRORJLFDO�8QLYHUVDOLVP�
7KDW�LV�ZK\�0DU[LVP�UHSUHVHQWV�D�IXUWKHU�YLWDO�DQG�FUHDWLYH�VWDJH�LQ�WKH�PDWXULQJ�RI�PDQ
V�XQLYHUVDO�

YLVLRQ��0DU[LVP�LV�VLPXOWDQHRXVO\�D�YLFWRU\�RI�WKH�H[WHUQDO��DFWLYH�PDQ�RYHU�WKH�LQQHU��SDVVLYH�PDQ�DQG�D�YLFWRU\�
RI�UHDVRQ�RYHU�EHOLHI��LW�VWUHVVHV�PDQ
V�FDSDFLW\�WR�VKDSH�KLV�PDWHULDO�GHVWLQ\²ILQLWH�DQG�GHILQHG�DV�PDQ
V�RQO\�
UHDOLW\²DQG�LW�SRVWXODWHV�WKH DEVROXWH�FDSDFLW\�RI�PDQ�WR�WUXO\�XQGHUVWDQG�KLV�UHDOLW\�DV�D�SRLQW�RI�GHSDUWXUH�IRU�
KLV�DFWLYH�HQGHDYRUV�WR�VKDSH�LW��7R�D�JUHDWHU�H[WHQW�WKDQ�DQ\�SUHYLRXV�PRGH�RI�SROLWLFDO�WKLQNLQJ��0DU[LVP�SXWV�D�
SUHPLXP�RQ�WKH�V\VWHPDWLF�DQG�ULJRURXV�H[DPLQDWLRQ�RI�PDWHULDO�UHDOLW\�DQG�RQ�JXLGHV�WR�DFWLRQ�GHULYHG�IURP�
WKDW�H[DPLQDWLRQ��

7KRXJK�LW�PD\�EH�DUJXHG�WKDW�WKLV�LQWHOOHFWXDOO\�ULJRURXV�PHWKRG�ZDV�HYHQWXDOO\�VXEYHUWHG�E\�LWV�VWURQJ�
FRPSRQHQW�RI�GRJPDWLF�EHOLHI��0DU[LVP�GLG�H[SDQG�SRSXODU�VHOI�DZDUHQHVV�E\�DZDNHQLQJ�WKH�PDVVHV�WR�DQ�
LQWHQVH�SUHRFFXSDWLRQ�ZLWK�VRFLDO�HTXDOLW\�DQG�E\�SURYLGLQJ�WKHP�ZLWK�ERWK�D�KLVWRULFDO�DQG�D�PRUDO�MXVWLILFDWLRQ�
IRU�LQVLVWLQJ�XSRQ�LW��0RUH�WKDQ�WKDW��0DU[LVP�UHSUHVHQWHG�LQ�LWV�WLPH�WKH�PRVW�DGYDQFHG�DQG�V\VWHPDWLF�PHWKRG�
IRU�DQDO\]LQJ�WKH�G\QDPLF�RI�VRFLDO�GHYHORSPHQW��IRU�FDWHJRUL]LQJ�LW��DQG�IRU�H[WUDSRODWLQJ�IURP�LW�FHUWDLQ�
SULQFLSOHV�FRQFHUQLQJ�VRFLDO�EHKDYLRU��,W�GLG�VR�LQ�D�PDQQHU�WKDW�OHQW�LWVHOI�WR�WUDQVODWLRQ�LQWR�KLJKO\�VLPSOLILHG�
SULQFLSOHV�WKDW�SURYLGHG�HYHQ�WKH�UHODWLYHO\�XQHGXFDWHG�ZLWK�WKH�IHHOLQJ�WKDW�WKHLU�XQGHUVWDQGLQJ�RI�SKHQRPHQD�
KDG�EHHQ�EDVLFDOO\�VKDUSHQHG�DQG�WKDW�WKHLU�UHVHQWPHQWV��IUXVWUDWLRQV��DQG�YDJXH�DVSLUDWLRQV�FRXOG�EH FKDQQHOOHG�
LQWR�KLVWRULFDOO\�PHDQLQJIXO�DFWLRQV��

%HFDXVH�RI�WKLV��0DU[LVP�DSSHDOHG�VLPXOWDQHRXVO\�WR�PDQ
V�HWKLFDO��UDWLRQDO��DQG�3URPHWKHDQ�LQVWLQFWV��
7KH�HWKLFDO�FRPSRQHQW��VXVWDLQHG�E\�PDQ
V�HPRWLRQV��GUHZ�RQ�WKH�-XGDHR�&KULVWLDQ�KHULWDJH��WKH�UDWLRQDO�
UHVSRQGHG�WR�PDQ
V�LQFUHDVHG�GHVLUH�WR�FRPSUHKHQG�WKH�G\QDPLF�RI�KLV�PDWHULDO�HQYLURQPHQW�PRUH�V\VWHP��
DWLFDOO\��DQG�WKH�3URPHWKHDQ�VWRRG�IRU��PDQ
V�IDLWK�LQ�KLV�SRZHUV��IRU�WKH�QRWLRQ�WKDW�KLVWRU\�LV�PDGH�E\�WKH�
SHRSOH�DQG�WKDW�QRWKLQJ�FDQ�KHP�LQ�WKHLU�DGYDQFH�WR�SHUIHFWLRQ�����

,Q�WKLV�VHQVH��0DU[LVP�KDV�VHUYHG�DV�D�PHFKDQLVP�RI�KXPDQ �SURJUHVV���HYHQ�LI�LWV�SUDFWLFH�KDV�RIWHQ�
IDOOHQ�VKRUW�RI�LWV�LGHDOV��7HLOKDUG�GH�&KDUGLQ�QRWHV�DW�RQH�SRLQW�WKDW��PRQVWURXV�DV�LW�LV��LV�QRW�PRGHUQ�
WRWDOLWDULDQLVP�UHDOO\�WKH�GLVWRUWLRQ�RI�VRPHWKLQJ�PDJQLILFHQW��DQG�WKXV�TXLWH�QHDU�WR�WKH�WUXWK"����(OVHZKHUH�KH�
REVHUYHV�WKDW��DOO�WKH�SHRSOHV��WR�UHPDLQ�KXPDQ�RU�WR�EHFRPH�PRUH�VR��DUH�LQH[RUDEO\�OHG�WR�IRUPXODWH�WKH�KRSHV�
DQG�SUREOHPV�RI�WKH�PRGHUQ�HDUWK�LQ�WKH�YHU\�VDPH�WHUPV�LQ�ZKLFK�WKH�:HVW�KDV�IRUPXODWHG�WKHP������:KDW�KH�
GRHV�QRW�VD\�LV�WKDW�IRU�PDQ\�RXWVLGH�WKH�LPPHGLDWH�LQIOXHQFH�RI�WKH�:HVW�DQG�LWV�&KULVWLDQ�WUDGLWLRQ�LW�KDV�EHHQ�
0DU[LVP�WKDW�KDV�VHUYHG�WR�VWLU�WKH�PLQG�DQG�WR�PRELOL]H�KXPDQ�HQHUJLHV�SXUSRVHIXOO\��

0RUHRYHU��0DU[LVP�KDV�GHFLVLYHO\�FRQWULEXWHG�WR�WKH�SROLWLFDO�LQVWLWXWLRQDOL]DWLRQ�DQG�V\VWHPDWL]DWLRQ�
RI�WKH�GHOLEHUDWH�HIIRUW�WR�GHILQH�WKH�QDWXUH�RI�RXU�HUD�DQG�RI�PDQ
V�UHODWLRQVKLS�WR�KLVWRU\�DW�DQ\�JLYHQ�VWDJH�LQ�
WKDW�KLVWRU\��(PSKDVLV�RQ�WKLV�TXHVWLRQ�KDV�FRPSHOOHG�UHIOHFWLRQ�RQ�WKH�UHODWLYH�LPSRUWDQFH�RI�GLIIHUHQW�IRUFHV�RI�
FKDQJH��WKH�ZHLJKLQJ�RI�DOWHUQDWLYH�KLVWRULFDO�LQWHUSUHWDWLRQV��DQG�DW�OHDVW�WKH�DWWHPSW�DW�WHQWDWLYH�MXGJPHQW��
0RUHRYHU��LW�KDV�SURYRNHG�D�VHULHV�RI�VXERUGLQDWH�TXHVWLRQV��DOO�KHOSIXO�LQ�IRUFLQJ�UHFRJQLWLRQ�RI�FKDQJH�DQG�LQ�
FRPSHOOLQJ�DGMXVWPHQWV�WR�LW��:LWKLQ�WKH�JLYHQ�HUD��ZKDW�SDUWLFXODU�SKDVHV�FDQ�EH�GHFLSKHUHG"�,V�DQ\�JLYHQ�SKDVH�
RQH�RI�LQWHUQDWLRQDO�WHQVLRQ��RI�JUHDWHU�VWDELOLW\��RI�VKLIWLQJ�ORFDOH�RI�FRQIOLFW��RI�D�QHZ�VHW�RI�DOOLDQFHV"�:KR�DUH�
RXU�SUHVHQW�SULQFLSDO�IRHV²VXEMHFWLYHO\�DQG�REMHFWLYHO\"�:KR DUH�QRZ�RXU�DOOLHV"�:KDW�DUH�WKH�VRXUFHV�RI�
SULQFLSDO��VHFRQGDU\��DQG�WHUWLDU\�GDQJHUV"�

3HULRGLF��IRUPDO��SXUSRVHIXO�H[DPLQDWLRQ�RI�VXFK�TXHVWLRQV�FRPSHOV�V\VWHPDWLF�SURELQJ�RI�WKH�
LQWHUQDWLRQDO�VFHQH��7KLV�LV�QRW�WR�VD\�WKDW�FRQWHPSRUDU\�FRPPXQLVWV�KDYH�DOZD\V�EHHQ�VXFFHVVIXO�LQ�DFFXUDWHO\�
SHUFHLYLQJ�WKH�PHDQLQJ�RI�QHZ�LQWHUQDWLRQDO�SKHQRPHQD��,QGHHG��WKHLU�FRQYLFWLRQ�WKDW�WKHLU�DQDO\WLFDO�WRROV�
SURYLGH�D�IDXOWOHVV�JXLGH�WR�WKH�LQQHU�PHDQLQJ�RI�WKLQJV�KDV�RIWHQ�OHG�WKHP�DVWUD\��8QZLOOLQJ�WR�DFFHSW�WKH�QRWLRQ�
RI�WKH�UHODWLYLW\�DQG�HOXVLYHQHVV�RI�WUXWK��WKH\�KDYH�HOHYDWHG�WKHLU�LQHVFDSDEO\�SDUWLDO�LQVLJKWV�LQWR�DEVROXWH�
GRJPDV�DQG�UHGXFHG�FRPSOH[�LVVXHV�WR�JURVV�RYHUVLPSOLILFDWLRQV��

1RQHWKHOHVV��WR�GHILQH�FRPPXQLVP²WKH�LQVWLWXWLRQDOL]HG�H[SUHVVLRQ�RI�0DU[LVP²SULPDULO\�DV��D�
GLVHDVH�RI�WKH�WUDQVLWLRQ�IURP�WUDGLWLRQDO�WR�PRGHUQ�VWDWXV������RU�WR�DVVHUW�WKDW��0DU[LVP�LV��LQ�IDFW��QRWKLQJ�EXW�DQ�
HSLSKHQRPHQRQ�RI�WHFKQLFDO�GHYHORSPHQW��D�SKDVH�RI�WKH�SDLQIXO�PDUULDJH�RI�PDQ�DQG�WHFKQLTXH������LV�WR�QHJOHFW�
ZKDW ZLOO�SUREDEO\�UHPDLQ�WKH�PDMRU�FRQWULEXWLRQ�RI�0DU[LVP��LWV�UHYROXWLRQDU\�DQG�EURDGHQLQJ�LQIOXHQFH��ZKLFK�
RSHQHG�PDQ
V�PLQG�WR�SUHYLRXVO\�LJQRUHG�SHUVSHFWLYHV�DQG�GUDPDWL]HG�SUHYLRXVO\�QHJOHFWHG�FRQFHUQV��7R�VD\�DV�
PXFK�LV�QRW�WR�LJQRUH�WKH�VXEVHTXHQWO\�HQVODYLQJ�HIIHFW�RI�LQVWLWXWLRQDOL]HG�0DU[LVP²HVSHFLDOO\�ZKHQ�LQ�
SRZHU²RU�LWV�DQDO\WLFDO�LQDELOLW\�WR�FRSH�ZLWK�WKH�SUREOHPV�RI�WKH�DGYDQFHG�WZHQWLHWK�FHQWXU\�ZRUOG��LW�LV�WR�
DVVHUW�WKDW�LQ�WKH�JUDGXDO�HYROXWLRQ�RI�PDQ
V�XQLYHUVDO�YLVLRQ�0DU[LVP�UHSUHVHQWV DV�LPSRUWDQW�DQG�SURJUHVVLYH�D�
VWDJH�DV�WKH�DSSHDUDQFH�RI�QDWLRQDOLVP�DQG�RI�WKH�JUHDW�UHOLJLRQV��

,Q�DOO�WKUHH�FDVHV²UHOLJLRQ��QDWLRQDOLVP��DQG�0DU[LVP²WKH�EUHDNWKURXJK�KDG�PDQ\�DQWHFHGHQWV�DQG�
GLG�QRW�VXGGHQO\�FRPH�DERXW�DV�WKH�UHVXOW�RI�DQ�HQWLUHO\�DXWRQRPRXV�DFW�RI�FUHDWLYH�JHQLXV��0DU[�FDSLWDOL]HG�RQ�
WKH�LQWHOOHFWXDO�DFKLHYHPHQWV�RI�KLV�LPPHGLDWH�SUHGHFHVVRUV��IRU�VRPH�RI�ZKRP�VRFLDOLVP�KDG�D�VWURQJ�UHOLJLRXV�
EDVLV���6LPLODUO\��QDWLRQDOLVP�DQG�WKH�JUHDW�UHOLJLRQV�ZHUH�WKH�DUWLFXODWH�V\QWKHVHV�RI�PRRGV��RI�DWWLWXGHV��DQG�RI�D�

�3LHUUH�/HURX[�������������ZDV�DPRQJ�WKH�ILUVW�WR�DQDO\]H�WKH�WHUP��VRFLDOLVP��FRQFHSWXDOO\�DQG�WR�XVH�LW�LQ�KLV�ZULWLQJV��+H�VDZ�LQ�
VRFLDOLVP�WKH�IXOILOOPHQW�RI�UHOLJLRXV�LPSHUDWLYHV�
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FHUWDLQ�VRFLDO�UHFHSWLYLW\�WKDW�KDG�PDWXUHG�RYHU�D�YHU\�ORQJ�SHULRG�RI�WLPH��$OVR��LQ�DOO�WKUHH�FDVHV�WKH�
EUHDNWKURXJK�LQ�SHUFHSWLRQ�ZDV�IROORZHG�E\�SHUYHUVLRQ�LQ�SUDFWLFH��UHOLJLRXV�ZDUV�DQG�WKH�,QTXLVLWLRQ�� QDWLRQDO�
KDWUHGV�H[SUHVVHG�LQ�XQSUHFHGHQWHG�PDVV�VODXJKWHU��EUXWDO�WHUURU��SXUJHV��DQG�WRWDOLWDULDQ�VXEMXJDWLRQ�RI�WKH�PLQG�
DV�ZHOO�DV�WKH�ERG\�LQ�WKH�QDPH�RI�D��KXPDQLVW��LGHRORJ\��

1HYHUWKHOHVV��LQ�DOO�WKUHH�FDVHV�WKH�LQWHOOHFWXDO�KRUL]RQV�RI�PDQ��RQFH�ZLGHQHG��FRXOG�QRW�DJDLQ�EH�
QDUURZHG��(TXDOLW\�EHIRUH�D�XQLYHUVDO�*RG�DQG�WKH�HPSKDVLV�RQ�LQGLYLGXDO�FRQVFLHQFH��HTXDOLW\�EHIRUH�WKH�ODZ�
DQG�D�FRPPLWPHQW�WR�D�VRFLDO�HQWLW\�ODUJHU�WKDQ�WKH�LPPHGLDWH�RQH��VRFLDO�HTXDOLW\�DQG�D�FRQFHUQ�IRU�DQDO\WLFDOO\�
GLVVHFWLQJ�WKH�G\QDPLF�WKUXVW�RI�KLVWRU\²DOO�KDYH�FXPXODWLYHO\�KHOSHG�WR�IHULQH�DQG�HQODUJH�PDQ
V�SROLWLFDO�DQG�
VRFLDO�FRQVFLRXVQHVV��*LYHQ�WKH�GRPLQDQW�UROH�RI�WKH�DFWLYLVW�:HVW�LQ�VKDSLQJ�WKH�RXWORRN�RI�RXU�WLPHV��QRZ��LQ�
WKH�VHFRQG�KDOI�RI�WKH�WZHQWLHWK�FHQWXU\��DOPRVW�HYHU\RQH²RIWHQ�ZLWKRXW�NQRZLQJ�LW²LV�WR�VRPH�H[WHQW�D�
&KULVWLDQ��D�QDWLRQDOLVW��DQG�D�0DU[LVW��

���7XUEXOHQFH�ZLWKLQ�,QVWLWXWLRQDOL]HG�%HOLHIV�
,W�LV�LQFUHDVLQJO\�GLIILFXOW�IRU�LQVWLWXWLRQV�WR�DVVHUW�GRJPDWLFDOO\�WKH�SULVWLQH�SXULW\�RI�WKH�GRFWULQHV�WKDW�

WKH\�FODLP�WR�HPERG\��7KLV�LV�DV�WUXH�RI�WKH�&KULVWLDQ�FKXUFKHV�DV�RI�FRPPXQLVW�SDUWLHV��LQ�VRPH�RI�WKH�PRUH�
DGYDQFHG�FRXQWULHV�WKLV�GLIILFXOW\�DOVR�LQYROYHV²HVSHFLDOO\�RQ�WKH�SDUW�RI�WKH�\RXQJ²D�FULVLV�LQ�DOOHJLDQFH�WR�WKH�
SURFHGXUHV�RI�OLEHUDO�GHPRFUDF\��7RGD\�WKH UHODWLRQVKLS�RI�LGHDV�WR�LQVWLWXWLRQV�LV�WXUEXOHQW��LQVWLWXWLRQV�UHVLVW�
LGHDV�OHVW�WKH\�OHDG�WR�FKDQJHV�WKDW�XQGHUPLQH�WKH�LQVWLWXWLRQV��DQG�WKH�H[SRQHQWV�RI�LGHDV�UHEHO�DJDLQVW�
LQVWLWXWLRQV�EHFDXVH�RI�WKH�LQWHOOHFWXDO�FRQVWUDLQWV�VDLG�WR�EH�LQKHUHQW�LQ�WKHLU�H[LVWHQFH��

7KLV�GHYHORSPHQW�LV�SDUW�RI�WKH�SURJUHVVLYH�VHFXODUL]DWLRQ�RI�RXU�OLIH��$Q�LPSRUWDQW�UROH�LQ�WKLV�SURFHVV�
LV�SOD\HG�E\�WKH�FKDQJHG�FKDUDFWHU�RI�FRQWHPSRUDU\�FRPPXQLFDWLRQV��ZKLFK�SHUPLWV�UDSLG�GLVVHPLQDWLRQ�RI�LGHDV�
DQG�LPDJHV��DQG�UHTXLUHV OHVV�UHOLDQFH�RQ�DQ�RUJDQL]HG�HIIRUW�WR�SURVHO\WL]H��7RGD\��PRUH�SHRSOH�DUH�H[SRVHG�WR�
LPSUHVVLRQV�WKDW�DUH�ERWK�PRUH�IOXLG�DQG�PRUH�YRODWLOH�WKDQ�HYHU�EHIRUH��7KHUH�LV�QR�ORQJHU�WKH�VDPH�QHHG�WR�
FKDOOHQJH�ULJLG�DQG�WUDGLWLRQDO�WDERRV�ZLWK�DOWHUQDWLYH�DQG PRUH�DSSHDOLQJ�YLVLRQV��RU�WR�RYHUFRPH�VRFLDO�LQHUWLD�
ZLWK�RUJDQL]HG�PRELOL]DWLRQ�RI�HIIRUW��$OO�WKLV�SXWV�LQVWLWXWLRQDOL]HG�EHOLHIV�RQ�WKH�GHIHQVLYH��PRUH�DQG�PRUH�WKHLU�
HIIRUWV�DUH�GHVLJQHG�WR�UHWDLQ�WKH�SRVLWLYH�OR\DOW\�RI�WKHLU�DGKHUHQWV�DQG�WR�FRPEDW�LQIOXHQFHV�WKDW�DUH�LQLPLFDO�WR�
VWUXFWXUHG��IRUPDOL]HG��DQG�KLJKO\�LQVWLWXWLRQDOL]HG�EHOLHIV��

:ULWLQJ�DOPRVW�D�FHQWXU\�DJR��0DU[�REVHUYHG�WKDW��XS�WLOO�QRZ�LW�KDV�EHHQ�WKRXJKW�WKDW�WKH�JURZWK�RI�WKH�
&KULVWLDQ�P\WKV�GXULQJ�WKH�5RPDQ�(PSLUH�ZDV�SRVVLEOH�RQO\�EHFDXVH�SULQWLQJ�ZDV�QRW�\HW�LQYHQWHG��3UHFLVHO\�WKH�
FRQWUDU\��7KH�GDLO\�SUHVV�DQG�WKH�WHOHJUDSK��ZKLFK�LQ�D�PRPHQW�VSUHDG�LQYHQWLRQV�RYHU�WKH�ZKROH�HDUWK��IDEULFDWH�
PRUH�P\WKV��DQG�WKH�ERXUJHRLV�FDWWOH�EHOLHYH�DQG�HQODUJH�XSRQ�WKHP��LQ�RQH�GD\�WKDQ�FRXOG�KDYH�IRUPHUO\�EHHQ�
GRQH�LQ�D�FHQWXU\������:KHQ�WR�WKH�SUHVV�DQG�WHOHJUDSK�LV�DGGHG�WKH�FRQWHPSRUDU\�JOREDO�UROH�RI�UDGLR�DQG�
WHOHYLVLRQ��DQG�WR�UHOLJLRQ�DUH�DGGHG�FRQWHPSRUDU\�LGHRORJLHV��0DU[
V�REVHUYDWLRQV�EHFRPH�HYHQ�PRUH�SHUWLQHQW��

,Q�DGGLWLRQ�WR GHYHORSPHQWV�FRQQHFWHG�ZLWK�WKH�PHDQV�RI�GLVVHPLQDWLRQ�DQG�WKH�SDFH�RI�WHFKQRORJLFDOO\�
LQGXFHG�VRFLDO�FKDQJH��DQRWKHU�IDFWRU�LV�DW�ZRUN��,Q�WKH�YLHZ�RI�PDQ\�FRQFHUQHG�SHRSOH��HVSHFLDOO\�DPRQJ�WKH�
\RXQJHU�JHQHUDWLRQ��WKH�IXVLRQ�RI�UHOLJLRQV�RU�LGHRORJLHV�ZLWK�LQVWLWXWLRQV�KDV�UHVXOWHG�LQ�EXUHDXFUDWLF�ULJLGLW\�DV�
ZHOO�DV�GLVWRUWLRQ�LQ�YDOXHV��7KH�ORQJ�WUDGLWLRQ�RI�LQVWLWXWLRQDOL]HG�UHOLJLRQ
V�FRQFHQWUDWLRQ�RQ�WKH�LQQHU�PDQ�KDV�
SURPSWHG�VRFLDO�SDVVLYLW\�DQG�GH�IDFWR LQGLIIHUHQFH�WR�FRQFUHWH�KXPDQ�GLOHPPDV� LQ�VSLWH�RI�VWDWHG�FRPPLWPHQWV�
WR�KXPDQLWDULDQLVP��WKH�PRUH�FRQWHPSRUDU\�LGHRORJLFDO�SUHRFFXSDWLRQ�ZLWK�PRELOL]LQJ�WKH�H[WHUQDO�PDQ�KDV�
UHVXOWHG�LQ�SROLWLFDO�V\VWHPV�ZKRVH�SUDFWLFH�UHIXWHV�WKH�PRUDO�VLJQLILFDQFH�RI�WKHLU�RIWHQ�SURFODLPHG�KXPDQLWDULDQ�
REMHFWLYHV��,I�LQ�WKH�ILUVW�FDVH�WKH�VSLULWXDO�HOHYDWLRQ�RI�PDQ�KDV�SHUPLWWHG�KLV�VRFLDO�GHSULYDWLRQ��LQ�WKH�VHFRQG�WKH�
DVVHUWLRQ�RI�PDQ
V�VRFLDO�SULPDF\�KDV�SUHFLSLWDWHG�KLV�VSLULWXDO�GHJUDGDWLRQ��

,QVWLWXWLRQDO�0DU[LVP�
0RUHRYHU��PDQ\�SHRSOH�IHHO�WKDW�ERWK�RQ�WKH�H[WHUQDO��HQYLURQPHQWDO�OHYHO�RI�KXPDQ�H[LVWHQFH�DQG�RQ�

WKH�LQQHU��FRQWHPSODWLYH�RQH��FXUUHQW�LQVWLWXWLRQDOL]HG�EHOLHIV�QR�ORQJHU�SURYLGH�DGHTXDWH�UHVSRQVHV�WR�
FRQWHPSRUDU\�SUREOHPV��'HVSLWH�WKH�LQWHOOHFWXDO�DGYDQFH�WKDW�0DU[LVP�UHSUHVHQWV�LQ�RXU�WKLQNLQJ��LW�GRHV�QRW�
VXIILFH�DV�WKH�VROH�EDVLV�IRU�PHDQLQJIXO�FRPSUHKHQVLRQ�RI�RXU�UHDOLW\��'LVFRYHULHV�LQ�PRGHUQ�VFLHQFH��DGYDQFHV�
LQ�WKH�VWXG\�RI�WKH�KXPDQ�SV\FKH��DQG�HYHQ�FRQWHPSRUDU\�VRFLR�HFRQRPLF�GHYHORSPHQWV�FDQ�QR�ORQJHU�EH�
VDWLVIDFWRULO\�LQWHUSUHWHG�E\�H[FOXVLYH�UHOLDQFH�RQ�WKH�0DU[LVW�IUDPHZRUN��$W�WKH�VDPH�WLPH��WKH�QHJOHFW�RI�WKH�
VSLULWXDO�HOHPHQW�DQG�WKH�UHQHZHG�VHDUFK�IRU�WKH�WUXH�QDWXUH�RI�LQQHU�PDQ²D�VHDUFK�PDGH�PRUH�XUJHQW�EHFDXVH�
RI�VFLHQWLILF�GHYHORSPHQWV�FRQFHUQLQJ�WKH�QDWXUH�RI�WKH�KXPDQ�EUDLQ�DQG�SHUVRQDOLW\²KDYH�IXUWKHU�H[SRVHG�WKH�
OLPLWDWLRQV�RI�0DU[LVP�DV�WKH�VROH�EDVLV�IRU�GHILQLQJ�WKH�PHDQLQJ�RI�KXPDQ�H[LVWHQFH��

7KDW�OLPLWDWLRQ�LV�DFFHQWXDWHG�E\�WKH�OLQN�EHWZHHQ�0DU[LVW�LGHDV�DQG�LQVWLWXWLRQV�LQ�WKH�IRUP�RI�
EXUHDXFUDWLF�DQG�GRJPDWLF�FRPPXQLVW�SDUWLHV��3UHFLVHO\�EHFDXVH�0DU[LVP�DV�D�ERG\�RI�LGHDV�DQG�DV�D�VRFLR��
HFRQRPLF�PHWKRG�KDV�EHFRPH�VR�PXFK�D�SDUW�RI�WKH�:HVWHUQ�LQWHOOHFWXDO�KHULWDJH��LWV�LQWHOOHFWXDO�YLWDOLW\�DQG�SR��
OLWLFDO�VLJQLILFDQFH²WKH�ODWWHU�FRQFHLYHG�RI�LQ�EURDG�WHUPV�DV�D�VRXUFH�RI�LQIOXHQFH�IRU�VRFLDO�SURJUDPV²QR�
ORQJHU�GHSHQG�RQ�DQ�RUJDQL]DWLRQ�RI�]HDORWV��6XFK�RUJDQL]DWLRQ�ZDV�QHHGHG�WR�SURVHO\W�L]H��WR�VHL]H�SRZHU��DQG�
WR�KROG�LW��6SHFLILF�5XVVLDQ�FRQGLWLRQV�OHG WR�WKH�/HQLQLVW�IRUPXODWLRQ�RI�WKH�KLVWRULFDO�XWLOLW\�RI�VXFK�D�SDUW\�DQG�
RI�WKH�DEVROXWH�QHFHVVLW\�RI�VXERUGLQDWLQJ�WKH�LQGLYLGXDO�WR�LW��

6XEVHTXHQWO\��WKH�EXUHDXFUDWLF�HOHPHQWV�WKDW�XQDYRLGDEO\�JDLQHG�FRQWURO�RYHU�WKH�RUJDQL]DWLRQ�RQFH�LW�
KDG�FRPH�WR�SRZHU�QDWXUDOO\�WHQGHG�WR�SXW�D�KLJKHU�SULRULW\�RQ�WKH RUJDQL]DWLRQ�WKDQ�RQ�WKH�LGHDV�WKDW�WKH
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RUJDQL]DWLRQ�ZDV�VXSSRVHG�WR�XSKROG�DQG��SUHVXPDEO\��WR�QRXULVK��$V�D�UHVXOW��WKH�H[LVWHQFH�RI�FRPPXQLVW�
SDUWLHV�KDV�FRPH�WR�EH�DQ�HIIHFWLYH�LPSHGLPHQW�WR�WKH�IXUWKHU�DFFHSWDQFH�DQG�GHYHORSPHQW�RI�0DU[LVW�WKRXJKW��
7KH�SDUWLHV
�EXUHDXFUDWLF�RUJDQL]DWLRQ��WKHLU�LQKHUHQW�FRQFHUQ�IRU�WKHLU�LQVWLWXWLRQDO�YHVWHG�LQWHUHVWV²HYHQ�DW�WKH�
H[SHQVH�RI�WKH�0DU[LVW�GRFWULQH�WKDW�WKH\�DUH�VDLG�WR�HPERG\²WKHLU�IHDU�RI�LQWHOOHFWXDO�H[SORUDWLRQ��DOO�KDYH�
FXPXODWLYHO\�VWLPXODWHG�ERWK�RSSRVLWLRQ�RQ�WKH�RXWVLGH�DQG�LGHRORJLFDO�VWHULOLW\�RQ�WKH�LQVLGH��

&KDUDFWHULVWLF�RI�WKLV�VWHULOLW\�LV�WKH�VWULNLQJ�IDFW�WKDW�WKH�6RYLHW�FRPPXQLVW�SDUW\�KDV�QRW�SURGXFHG�D�
VLQJOH FUHDWLYH�DQG�LQIOXHQWLDO�0DU[LVW�WKLQNHU�LQ�WKH�ILIW\�\HDUV�VLQFH�LW�VHL]HG SRZHU�LQ��������0RUHRYHU��LWV�
OHDGLQJ�LQWHOOHFWXDO�OLJKWV��WKH�EHJLQQLQJV�RI�ZKRVH�FUHDWLYLW\�DQWHGDWHG�������ZHUH�SK\VLFDOO\�OLTXLGDWHG�XQGHU�
6RYLHW�UXOH���7KLV�LV�UHPDUNDEOH��FRQVLGHULQJ�WKH�VLJQLILFDQFH�RIILFLDOO\�DWWDFKHG�WR��FUHDWLYH��0DU[LVP�/HQLQLVP�
E\�WKH�ILUVW�FRPPXQLVW�SDUW\�HYHU�WR�KDYH�FRPH�WR�SRZHU��(OVHZKHUH�SURELQJ�DQG�LQIOXHQWLDO�0DU[LVW�
SKLORVRSKHUV²*HRUJH�/XNDFV��(UQVW�%ORFK��$GDP�6FKDII��RU�/HV]HN�.RODNRZVNL²KDYH�LQYDULDEO\�HLWKHU�FRPH�
LQWR�VKDUS�FRQIOLFW�ZLWK�SDUW\�GLVFLSOLQH�RU�KDYH�HYHQWXDOO\�EHHQ�GULYHQ�RXW�RI�WKH�SDUW\��

$V�ORQJ�DV�0DU[LVP�ZDV�DQ�LVRODWHG�VFKRRO�RI�WKRXJKW��WKH�SDUW\�FRXOG�VHUYH�DV�DQ�HIIHFWLYH�PHFKDQLVP�
IRU�FDUU\LQJ�LW�WR�WKH�PDVVHV�DQG��PRUH�JHQHUDOO\��DV�WKH�VHOI�DSSRLQWHG�DJHQW�RI�KLVWRU\��WKH�GLUHFWLRQ�RI�ZKLFK�
0DU[LVP�FODLPHG�WR�KDYH�FRUUHFWO\�LGHQWLILHG��%XW�RQFH�0DU[LVP�KDG�EHFRPH�SDUW�RI�WKH�ZRUOG
V�KLVWRULF�
PDLQVWUHDP��WR�LQVLVW�RQ�LWV�VHSDUDWH��LQVWLWXWLRQDO�LGHQWLW\�DQG�H[FOXVLYLW\�ZDV�WR�GLPLQLVK�LWV�LQIOXHQFH�DQG�WR�
VWLIOH�LWV�FUHDWLYLW\��<HW�WKDW�LV�SUHFLVHO\�ZKDW�WKH�FRPPXQLVW�SDUWLHV�KDYH�FRQWLQXHG�WR�GR��DQG�WKH�&RPPXQLVW�
3DUW\ RI�WKH�6RYLHW�8QLRQ�KDV�HYHQ�H[WHQGHG�WKDW�FODLP�E\�DVVHUWLQJ�LWV�ULJKW�WR�SDVV�RQ�WKH�FRUUHFWQHVV�RI�RWKHU�
SDUWLHV
�LQWHUSUHWDWLRQV��

7KH�UHVXOW�KDV�EHHQ�LQFUHDVLQJ�LQGLIIHUHQFH�WR�GRFWULQH�DPRQJ�WKH�JHQHUDO�PHPEHUVKLS�DQG�LQFUHDVLQJ�
GLVDIIHFWLRQ�DPRQJ�WKH�PRUH�FUHDWLYH�0DU[LVW�WKLQNHUV��7KLV�LV�QRW�WR�VD\�WKDW�VRFLDOLVW�LGHDV�KDYH�EHFRPH�
GLVFUHGLWHG��2Q�WKH�FRQWUDU\��HYHQ�LQ�(DVWHUQ�(XURSH��ZKHUH�FRPPXQLVP�KDV�KDG�WR�FRPSHWH�ZLWK�DQWL�6RYLHW�
QDWLRQDOLVP��WKH�DGPLWWHGO\�OLPLWHG�DQG�YHU\�IUDJPHQWDU\�GDWD�DYDLODEOH�RQ�SXEOLF�DWWLWXGHV�LQGLFDWH�WKDW�
VRFLDOLVP²EURDGO\�FRQFHLYHG�RI�DV�DQ�DWWHPSW�WR�FUHDWH�D�PRUH�MXVW�VRFLHW\�WKURXJK�SXEOLF�ZHOIDUH��PDVV�DFFHVV�
WR�HGXFDWLRQ��VRFLDO�VHUYLFHV��SXEOLF�RZQHUVKLS�RI�WKH�SULQFLSDO�PHDQV�RI�SURGXFWLRQ��DQG�VRFLDO�HJDOL�WDULDQLVP²�
KDV�ZLGH�SRSXODU�VXSSRUW��ZKHUHDV�FRPPXQLVP�DV�DQ�LQVWLWXWLRQDOL]HG�EHOLHI�KDV�QRW���6LPLODUO\��LQ�WKH�:HVW�
PRVW�QRQ�VRFLDOLVW�SDUWLHV�QRZ�DFFHSW�WKH�ZHOIDUH�VRFLHW\ DV�GHVLUDEOH�DQG QRUPDO��WKRXJK�QRW�QHFHVVDULO\�
UHTXLULQJ�H[WHQVLYH�QDWLRQDOL]DWLRQ��7KH�&DWKROLF�&KXUFK�H[SUHVVHG�PXFK�WKH�VDPH�SRLQW�RI�YLHZ�LQ�WKH�
UHPDUNDEOH�SDSDO�HQF\FOLFDO��0DWHU�HW�0DJLVWUD����������

$FFRUGLQJO\���LQVWLWXWLRQDO�0DU[LVP���RU�FRPPXQLVP��QR�ORQJHU�FRQIURQWV�DQ�LQWHOOHFWXDO�UHDOLW\�WKDW�LV�
KRVWLOH�HLWKHU�WR�LWV�VRFLDO�DVSLUDWLRQV�RU�HYHQ�WR�VRPH�RI�WKH�XQGHUO\LQJ�DVVXPSWLRQV��,W�QR�ORQJHU�IDFHV�D�ZRUOG�
WKDW�LQWHOOHFWXDOO\�UHMHFWV�0DU[LVP²WKDW�LV��D�YLUJLQ�WHUULWRU\�WR�EH�DWWDFNHG�E\�]HDORXV�PLVVLRQDULHV�FROOHFWLYHO\�
RUJDQL]HG��%\�WKH�VDPH�WRNHQ��WKH�RQO\�KLVWRULFDO�IXQFWLRQ�RI�WKH�FORVHG�/HQLQLVW�W\SH�SDUW\�QRZ�DSSHDUV�WR�EH�WR�
KHOS�FRPPXQLVWV�ZKR�DUH�LQ�SRZHU�WR�VWD\�LQ�SRZHU��$V�D�UHVXOW��D�0DU[LVW�WKLQNHU�FDQ�QR�ORQJHU�EH�D�FRPPXQLVW�
LI�KH�ZLVKHV�WR�UHPDLQ�D�WKLQNHU��

7KDW�/HQLQLVW�OLQN�EHWZHHQ�LGHDV�DQG�SRZHU²ZLWK�DOO�WKH�LQKHUHQW�UHVWUDLQWV�DQG�SUHGLVSRVLWLRQV�WRZDUG�
GRJPDWLVP�WKDW�LW�LQYROYHV²GULYHV�DZD\�IURP�FRPPXQLVP�ERWK�WKH��WUXWK�VHHNLQJ��DQG�WKH��HIILFLHQF\�VHHNLQJ��
LQWHOOHFWXDOV�����7KH�IRUPHU�JURXS² W\SLFDOO\�WKH�SKLORVRSKHUV��KXPDQLVWV��DQG�ZULWHUV²UHDFWV�DJDLQVW�WKH�
H[FHVVLYH�FRQFHUQ�ZLWK�WKH�H[WHUQDO��DFWLYH�PDQ��LW�VHHNV�WR�UHVWRUH�DQG�UHQHZ�FRQFHUQ�ZLWK�WKH�LQQHU�PHDQLQJ�RI�
OLIH�DQG�WR�FRQIURQW�VXFK�VRFLR�SV\FKLF�SKHQRPHQD�DV�DOLHQDWLRQ��LW�DOVR�VHHV�D�EDVLF�LQFRPSDWLELOLW\�EHWZHHQ�WKH�
TXHVW�IRU�SHUVRQDO�IUHHGRP�WKDW�0DU[LVP�LV�VDLG�WR�HPERG\�DQG�0DU[LVP
V�LQVWLWXWLRQDOL]DWLRQ�DV�D�V\VWHP�RI�
SRZHU��7KH�PRVW�DUWLFXODWH�DQG�PRYLQJ�FRQGHPQDWLRQV�RI�WKH�V\VWHP�KDYH�XVXDOO\�FRPH�IURP�WKLV�JURXS��,Q�QRQ��
FRPPXQLVW�FRXQWULHV��WKLV�JURXS�DOVR�FRQWDLQV�PXFK�RI�ZKDW�KDV�FRPH�WR�EH�FDOOHG�WKH��1HZ�/HIW���ZKLFK�LV�
LQWHOOHFWXDOO\�SUHRFFXSLHG�ZLWK�WKH��ODUJHU��TXHVWLRQV�FRQFHUQLQJ�WKH�LQGLYLGXDO��&RKQ�%HQGLW²WKH�UDGLFDO�OHDGHU�
RI�WKH�)UHQFK�VWXGHQWV�LQ�����²�FKDUDFWHULVWLFDOO\�UHVHUYHG�KLV�VKDUSHVW�EDUEV�IRU�WKH�)UHQFK�&RPPXQLVW�3DUW\�����

$QRWKHU�WKUHDW�WR�WKH�HVWDEOLVKHG�OLQN�EHWZHHQ�LGHRORJ\�DQG�LQVWLWXWLRQ�LV�WKH�FKDOOHQJH�IURP�WKH�
�HIILFLHQF\�VHHNLQJ��LQWHOOHFWXDOV²W\SLFDOO\�WKH�HFRQRPLVWV��WKH�VFLHQWLVWV��DQG�WKH�QHZPDQDJHUV��7KH\�DUH�
SULPDULO\�FRQFHUQHG�ZLWK�VRFLR�HFRQRPLF�HIILFLHQF\��DQG�WKH\�VHH�LQ�WKH�HOHYDWLRQ�RI�GRJPDV�DQG�LQ�WKH�VXE��
RUGLQDWLRQ�RI�LGHDV�WR�LQVWLWXWLRQV²ZLWK�WKH�UHVXOWLQJ�FRQVHUYDWLYH�GRJPDWLVP²D�PDMRU�LPSHGLPHQW�WR�SRVLWLYH�

�'DWD�WR�WKDW�HIIHFW�FRPH�IURP�SROOV�WDNHQ�ERWK�ZLWKLQ�D�JLYHQ�FRXQWU\�DQG�DPRQJ�(DVWHUQ�(XURSHDQ�WUDYHOHUV�WR�WKH�:HVW��7KXV��LQ�D������
SROO�FRQGXFWHG�LQ�:DUVDZ�DPRQJ�XQLYHUVLW\�VWXGHQWV����SHU�FHQW�LGHQWLILHG�WKHPVHOYHV�DV��GHILQLWHO\�0DU[LVW��LQ�RXWORRN�DQG����SHU�FHQW�DV�
�RQ�WKH�ZKROH��\HV���2QH�PD\�DVVXPH�WKDW�WKHVH�WZR�FDWHJRULHV�ZRXOG�UHSUHVHQW�WKH�XSSHU�OLPLW�RI�VWXGHQW�ZLOOLQJQHVV�WR�DFFHSW�WKH�RIILFLDO�
LGHRORJ\��DOWKRXJK�PDQ\�DPRQJ�WKH����SHU�FHQW�SUHVXPDEO\�ZRXOG�UHEHO�DJDLQVW�H[FHVVLYH�SDUW\�RUWKRGR[\�������SHU�FHQW�VDLG��GHILQLWHO\�QR��
DQG����SHU�FHQW��RQ�WKH�ZKROH��QR��WR�WKH�TXHVWLRQ��'R�\RX�FRQVLGHU�\RXUVHOI�D�0DU[LVW"��$W�WKH�VDPH�WLPH��KRZHYHU�������SHU�FHQW�H[SUHVVHG�
WKH�GHILQLWH�GHVLUH�WR�VHH�WKH�ZRUOG��HYROYH�WRZDUG�VRPH�IRUP�RI�VRFLDOLVP��DQG������SHU�FHQW�UHVSRQGHG��RQ�WKH�ZKROH��\HV���IRU�D�WRWDO�RI�
�����SHU�FHQW�H[SUHVVLQJ�D�JHQHUDOL]HG�SUHIHUHQFH�IRU�VRFLDOLVP��(DVW�(XURSH��$SULO�������S�������
7KH�JDS�EHWZHHQ�WKH�JHQHUDOL]HG�DFFHSWDQFH�RI�VRFLDOLVP�DQG�WKH�VHOI�LGHQWLILFDWLRQ�DV 0DU[LVWV�LV�SUREDEO\�D�JRRG�PHDVXUH�RI�WKH�GLVWLQFWLRQ�
PDGH�DERYH��
6LPLODUO\��LQ�D�VDPSOH�RI�����3ROLVK�YLVLWRUV�WR�WKH�:HVW�LQ�������SHRSOH�ZKR�ZHUH�VXEVHTXHQWO\ UHWXUQLQJ WR�3RODQG�������SHU�FHQW�GHILQHG�
FRPPXQLVP�DV�D�EDG�LGHD��EDGO\�FDUULHG�RXW���ZKLOH����SHU�FHQW�IHOW�WKDW�LW�ZDV��D�JRRG�LGHD��EDGO\�FDUULHG�RXW���7KH�RYHUZKHOPLQJ�PDMRULW\�
KRZHYHU��HQGRUVHG�SRVWZDU�SURJUDPV�SURYLGLQJ�IRU�D�ZHOIDUH�VWDWH��HGXFDWLRQ�IRU�DOO��DJUDULDQ�UHIRUP��DQG�QDWLRQDOL]DWLRQ�RI�KHDY\�LQGXVWU\�
�6RPH $VSHFWV�RI�WKH�6RFLDO�3V\FKRORJLFDO�DQG�3ROLWLFDO�&OLPDWH�LQ�3RODQG��$XGLHQFH�5HVHDUFK�6XUYH\��5DGLR�)UHH�(XURSH��0XQLFK��������
SS�����������$�VLPLODU�SROO�FRQGXFWHG�DPRQJ�����+XQJDULDQV�\LHOGHG����SHU�FHQW�DQG���SHU�FHQW��UHVSHFWLYHO\��DQG�DJDLQ�WKHUH�ZDV�
FRQVLGHUDEOH�HQGRUVHPHQW�RI�WKH�PHDVXUHV�DGRSWHG�DIWHU�:RUOG�:DU�,,��3ROLWLFDO�$WWLWXGHV�DQG�([SHFWDWLRQV�RI�����+XQJDULDQV� $XGLHQFH��
SS����������



�������

VRFLDO�FKDQJH��/HVV�FRQFHUQHG�ZLWK�WKH�LQQHU�PDQ��PRUH�SUHRFFXSLHG�ZLWK�VDWLVI\LQJ�WKH�GHPDQGV�RI�WKH�H[WHUQDO�
PDQ��WKH\�GR�QRW�SRVH�D�KHDG�RQ�FKDOOHQJH�WR�WKH�V\VWHP��%XW�EHFDXVH�WKHLU�DWWDFN�LV�REOLTXH²�DQG�EHFDXVH�WKH�
DWWDFNHUV�WKHPVHOYHV�DUH�EHFRPLQJ�ERWK�PRUH�QXPHURXV�DQG�VRFLDOO\�PRUH�LQGLVSHQVDEOH�WR�DQ�LQGXVWULDO�VRFLHW\�
²WKHLU�FKDOOHQJH�LV�PRUH�GLIILFXOW�WR�VXSSUHVV��7KH�WUXWK�VHHNHUV�FRQIURQW�KHDG�RQ��LQ�WKH�FDVH�RI�ZHDNHU��PRUH�
GLVRUJDQL]HG�V\VWHPV�WKH\�KDYH�RFFDVLRQDOO\�EHHQ�VXFFHVVIXO��RQO\�WR�EH�ODWHU�FUXVKHG�E\�WKH�DSSOLFDWLRQ�RI�
VXSHULRU�SRZHU��7KH�HIILFLHQF\�VHHNHUV�GS�QRW�FRQIURQW��WKH\�VHHN�WR�HURGH��%RWK�WKHLU�VXFFHVVHV�DQG�WKHLU�
GHIHDWV²VHHQ�LQ�WKH�F\FOH�RI�FRPPXQLVW�HFRQRPLF�UHIRUPV�DQG�VXEVHTXHQW�UHWUHDWV²DUH�OHVV�YLVLEOH��OHVV�
H[WHQVLYH��EXW�SHUKDSV�PRUH�WDQJLEOH��

$W�VRPH�SRLQW��KRZHYHU��HYHQ�WKH�HIILFLHQF\�RULHQWHG�JURXS�ZLOO�KDYH�WR�DGGUHVV�LWVHOI�WR�WKH�PRUH�EDVLF�
TXHVWLRQV�FRQFHUQLQJ�WKH�QDWXUH�RI�PDQ�DQG�WKH�SXUSRVH�RI�VRFLDO�H[LVWHQFH��8QWLO�LW�GRHV�VR��WKHUH LV�DOZD\V�WKH�
OLNHOLKRRG�WKDW�WKH�UXOLQJ�HOLWH�FDQ�DW�OHDVW�WHPSRUDULO\�VXFFHHG�LQ�FRPSDUWPHQWDOL]LQJ�WKH�VFLHQWLILF�FRPPXQLW\��
LQ�H[WUDFWLQJ�LWV�WDOHQWV��DQG�LQ�FRUUXSWLQJ�LW�ZLWK�D�V\VWHP�RI�UHZDUGV²DOO�WKH�ZKLOH�UHVHUYLQJ�WR�LWVHOI�WKH�
GHILQLWLRQ�RI�WKH�ODUJHU�REMHFWLYHV��

&RQVFLRXV�RI�WKLV�GDQJHU�DQG�UHDFWLQJ�DJDLQVW�WKH�GRJPDWLF�EXUHDXFUDWLF�WUDGLWLRQ��FRQWHPSRUDU\�
0DU[LVW�SKLORVRSKHUV�KDYH�EHHQ�LQFOLQHG�WR�DVVHUW�WKH�SULPDF\�RI�KXPDQ�UHDVRQ�DQG�FRQVFLHQFH�RYHU�YHVWHG�
RUJDQL]DWLRQDO�LQWHUHVWV�DQG�WR SRLQW�RXW�WKH�LQHVFDSDEOH�OLPLWDWLRQV�RI�DQ\�LGHRORJLFDO�IUDPHZRUN�RQH�PD\�DSSO\�
WR�UHDOLW\��/HV]HN�.RODNRZVNL��ZULWLQJ�LQ�������UHIOHFWHG�D�ZLGHVSUHDG�PRRG�ZKHQ�KH�DWWDFNHG�WKH�GHJUDGHG�
QRWLRQ�RI�
0DU[LVW��DV�QR�ORQJHU�PHDQLQJ��D�SHUVRQ�ZKR�UHFRJQL]HV�D�GHILQLWH��PHDQLQJIXO�YLHZ�RI�WKH�ZRUOG��EXW�
D�SHUVRQ�RI�D�GHILQLWH�LQWHOOHFWXDO�PDNH�XS�ZKR�LV�GLVWLQJXLVKHG�E\�KLV�UHDGLQHVV�WR UHFRJQL]H�WKH�YLHZV�
HVWDEOLVKHG�LQVWLWXWLRQDOO\������5HMHFWLQJ��LQVWLWXWLRQDO�0DU[LVP���.RODNRZVNL�DVVHUWHG�WKDW�SDUW\�LQWHUIHUHQFH�LQ�
VFLHQWLILF�SXUVXLWV�LV��E\�GHILQLWLRQ��XQ�0DU[LVW��VLQFH�LW�FRQWUDGLFWV�WKH�HVVHQFH�RI�0DU[LVP��D�GHOLEHUDWH��
VFLHQWLILF��DQG�UDWLRQDO�LQTXLU\�DLPLQJ�DW�WKH�FORVHVW�DSSUR[LPDWLRQ�RI�WKH�WUXWK��,Q�D�VLPLODU�YHLQ��<XJRVODY�
SKLORVRSKHUV�DVVRFLDWHG�ZLWK�WKH�=DJUHE�SKLORVRSKLFDO�MRXUQDO�3UD[LV²D�PDJD]LQH�QRWHG�IRU�LWV�LQVLVWHQFH�WKDW�
�0DU[LVP��DQG��LQVWLWXWLRQDO�WUXWK��DUH�FRQWUDGLFWRU\�WHUPV ²ULGLFXOHG�WKH�YLHZV�RI�D�6RYLHW�SKLORVRSKHU�ZKR�
KDG��DVVHUWHG�WKDW�WKH�3DUW\
V�&HQWUDO�&RPPLWWHH�IRUPHG�WKH�EHVW�VROXWLRQV�WR�WKH�PRVW�LPSRUWDQW�WKHRUHWLFDO�
TXHVWLRQV��LQFOXGLQJ�SKLORVRSKLFDO�RQHV��LQ�KLV�RSLQLRQ��WKH�PRVW�LPSRUWDQW�SKLORVRSKLFDO�WDVN�WRGD\�LV�
WKH�
DPDOJDPDWLRQ�RI�DOO�IRUFHV�ZLWKLQ�WKH�VRFLDOLVW�FDPS�
��,Q�UHVSRQVH�WR�WKH�6RYLHW�YLHZ�D�<XJRVODY�SKLORVRSKHU�
QRWHG�WKDW��WKH�UHVROXWLRQV�SDVVHG�E\�WKH�&HQWUDO�&RPPLWWHH�DUH�QR�SKLORVRSK\�ZKDWVRHYHU������

0RUH�IXQGDPHQWDO�VWLOO�KDV�EHHQ�WKH�FKDOOHQJH�WR�WKH�QRWLRQ�WKDW�0DU[LVP�DV�D�VFLHQFH�RI�KLVWRU\�
SURYLGHV�ERWK�SUDFWLFDO�DQG�HWKLFDO�JXLGHV�WR�WKH�IXWXUH��7KH�PRUH�FULWLFDO�UHYLVLRQLVWV�DQG�WKH�PRUH�RXWVSRNHQ�
RSSRQHQWV�RI�WKH�IXVLRQ�RI�0DU[LVW�WKRXJKW�DQG�D�/HQLQLVW�W\SH�SDUW\�KDYH�FKDOOHQJHG�WKDW�SUHPLVH�DV�ZHOO��
.RODNRZVNL�SXW�LW�SDUWLFXODUO\�HORTXHQWO\��

$�SKLORVRSK\�RI�KLVWRU\�ZRUWK\�RI�FRQVLGHUDWLRQ�GHVFULEHV�RQO\�ZKDW�KDV�H[LVWHG��WKH�SDVW��DQG�QRW�WKH�
FUHDWLYH�IXWXUH�RI�WKH�KLVWRULFDO�SURFHVV��)RU�WKLV�UHDVRQ��WKRVH�ZKR�ZLVK�WR�VXERUGLQDWH�WKHLU�RZQ�HQJDJHPHQW�LQ�
IXWXUH�SURFHVVHV�WR�WKH�SURQRXQFHPHQWV�RI�WKH�SKLORVRSK\�RI�KLVWRU\�DUH�RQO\�WRXULVWV�ZKR�ZULWH�WKHLU�QDPHV�RQ�
WKH�ZDOOV�RI�GHDG�FLWLHV��(YHU\ERG\�FDQ��LI�KH�ZLVKHV��LQWHUSUHW�KLPVHOI�KLVWRULFDOO\�DQG�GLVFRYHU�WKH�GHWHUPLQDQWV�
WR�ZKLFK�KH�ZDV�VXEMHFW�LQ�WKH�SDVW��%XW�KH�FDQQRW�GR�VR�ZLWK�UHVSHFW�WR�WKH�VHOI�KH�KDV�QRW�\HW�EHFRPH��+H�
FDQQRW�GHGXFH�KLV�RZQ�IXWXUH�GHYHORSPHQW�IURP�WKH�SURQRXQFHPHQWV�RI�WKH�SKLORVRSK\�RI�KLVWRU\�LQ�ZKLFK�KH�
WUXVWV��7R�ZRUN�VXFK�D�PLUDFOH�ZRXOG�PHDQ�WR�EHFRPH�WKH�LUUHYRFDEOH�SDVW�RQHVHOI��WKDW�LV��WR�FURVV�WKH�ULYHU�RI�
GHDWK�ZKLFK��WKH�SRHW�VD\V��QR�RQH�HYHU�VHHV�WZLFH�����

(YHQ�UHODWLYHO\�RUWKRGR[�0DU[LVW�WKLQNHUV²VXFK�DV�$GDP�6FKDII²ZKR�KDYH�DFWLYHO\�GHIHQGHG�WKH�
IXVLRQ�RI�LGHDV�DQG�LQVWLWXWLRQV�KDYH�HYHQWXDOO\�KDG�WR�FRQIURQW�WKH�FKRLFH�EHWZHHQ�LQWHOOHFWXDO�VXERUGLQDWLRQ�WR�
LQVWLWXWLRQDO�OR\DOW\�DQG�LQWHOOHFWXDO�LQWHJULW\�DW�WKH�H[SHQVH�RI�JRRG�VWDQGLQJ�LQ�WKH�SDUW\��,Q�EHODWHGO\�RSWLQJ�IRU�
WKH�ODWWHU��6FKDII�IUHHO\�FRQFHGHG�WKDW�KLV�RZQ�WKLQNLQJ�FRXOG�QR�ORQJHU�EH�FRQILQHG�WR�WKH�FRQVHUYDWLYH��
GRJPDWLF²DQG�KHQFH�LQVWLWXWLRQDO²GHILQLWLRQ�RI�0DU[LVP�DQG�WKDW�KH�QRZ KDG�WR�DFNQRZOHGJH�WKDW�KLV�PRUH�
GHYHORSHG�XQGHUVWDQGLQJ�RI�WKH�VRFLRORJ\�RI�0DU[LVP�UHTXLUHG�UHOLDQFH�RQ�QRQ�0DU[LVW�SHUVSHFWLYHV�DQG�
LQVLJKWV�����$�PHUH�GHFDGH�HDUOLHU��6FKDII�KDG�VWLOO�EHHQ�RQH�RI�WKH�PRVW�HIIHFWLYH�RUWKRGR[�FULWLFV�RI�YLHZV�
H[SRXQGHG�E\�KLV�IHOORZ�3ROH��.RODNRZVNL��E\�WKH�(DVW�*HUPDQ�:ROIJDQJ�+DULFK��DQG�E\�WKH�<XJRVODY�
UHYLVLRQLVWV���

,W�KDV�EHHQ�VDLG�HDUOLHU�WKDW�0DU[LVP��GLVVHPLQDWHG�RQ�WKH�SRSXODU�OHYHO�LQ�WKH�IRUP�RI�FRPPXQLVP��
UHSUHVHQWHG�D�PDMRU�DGYDQFH�LQ�PDQ
V�DELOLW\�WR�FRQFHSWXDOL]H�KLV�UHODWLRQVKLS�WR�KLV�ZRUOG��,W�HQGHG�DQ�HSRFK�LQ�
PDQ
V�KLVWRU\�WKDW�PLJKW�EH�FDOOHG�WKDW�RI�KLVWRULFDO�XQFRQVFLRXVQHVV��,W�JDYH�PDQ�D�VHQVH�RI�WKH�VRFLDO�G\QDPLF�
DQG�VWLPXODWHG�D�FRQVFLRXV�FRQFHUQ�ZLWK�LW��,Q�VSLWH�RI�LWV�PDWHULDOLVWLF�GHWHUPLQLVP��LW�FDUULHG²DQG�WKDW�ZDV�WKH�
VRXUFH�RI�PXFK�RI�LWV�DSSHDO²DQ�HVVHQWLDOO\�HWKLFDO�PHVVDJH��,W�GLG�VR�RQ�WKH�EDVLV�RI�D�GRFWULQH�WKDW�DVVHUWHG�WKDW�
LW�ZDV�GHULYHG�IURP�D�WRWDOO\�UDWLRQDO�PHWKRG�RI�LQTXLU\��,WV�VXFFHVV��WKHUHIRUH��KHOSHG�WR�VWLPXODWH�D�UHDFWLRQ�
DJDLQVW�WUXWKV�GHULYHG�IURP�VHHPLQJO\�LUUDWLRQDO�EHOLHIV�DQG�DJDLQVW�LQVWLWXWLRQV�DVVHUWLQJ�D�PRQRSRO\�RQ�WKH�
WUXWK��%XW�WKDW�ZKLFK�ZDV�QHFHVVDU\�WR�KHOS�WHUPLQDWH�WKH�DJH�RI�KLVWRULFDO�XQFRQVFLRXVQHVV²HVSHFLDOO\�RQ�D�
SRSXODU�OHYHO²EHFDPH�FRXQWHUSURGXFWLYH�LQ�WKH�DJH�RI�VFLHQFH��UDSLG�GLVVHPLQDWLRQ��DQG�DFFHOHUDWLQJ�FKDQJH��

,QLWLDOO\�WKH�LGHRORJ\�RI�D�QDUURZO\�EDVHG��ZHDN��DQG�UHODWLYHO\�LVRODWHG�LQWHOOHFWXDO�FODVV�WKDW�DVSLUHG�WR�

�)RU�DQRWKHU�H[DPSOH�DPRQJ�PDQ\��VHH�WKH�'HFHPEHU������LVVXH�RI�3DUWHOHW��WKH�+XQJDULDQ�SDUW\�MRXUQDO���FRQWDLQLQJ�D�FRPPXQLTXH�RQ�WKH�
H[SXOVLRQ�IURP�WKH�%XGDSHVW�3KLORVRSKLFDO�,QVWLWXWH�RI�VHYHUDO�+XQJDULDQ�SKLORVRSKHUV��VRPH�RI�ZKRP�KDG�DGYRFDWHG�D��SOXUDOLVW��FRQFHSW�RI�
0DU[LVP�



�������

KDUQHVV�ERWK�KLVWRU\�DQG�WKH�SRSXODU�PDVVHV��LQVWLWXWLRQDOL]HG�0DU[LVP KDV�EHFRPH�WKH�RIILFLDO�GRFWULQH�RI�
QRQLQWHOOHFWXDO�EXUHDXFUDWV�ZKR�DUH�VXSSRUWHG�E\�PLOOLRQV��URXJKO\�WHQ�SHU�FHQW�RI�WKH�DGXOW�SRSXODWLRQ�LQ�PRVW�
FRPPXQLVW�FRXQWULHV��IRU�ZKRP�IRUPDO�PHPEHUVKLS�LV�PRUH�RIWHQ�DQ�H[SUHVVLRQ�RI�FRQVHUYDWLYH�VRFLDO�
RUWKRGR[\�RU�SURIHVVLRQDO�RSSRUWXQLVP�WKDQ�DQ�LGHRORJLFDO�RU�DQ�LQWHOOHFWXDO�FRPPLWPHQW��7R�EXWWUHVV�DQ�
LQVWLWXWLRQ�IURP�ZKLFK�WKH�FUHDWLYH�LQWHOOHFWXDO�FRQWHQW�LV�LQFUHDVLQJO\�GUDLQHG��WKH�SUHVLGLQJ�RIILFLDOV�KDYH�PRUH�
DQG�PRUH�WDNHQ�UHIXJH�LQ�VWDWH�QDWLRQDOLVP�DV�WKH�SULQFLSDO�HPRWLRQDO�ERQG�ZLWK�WKH�PDVVHV��7KH�HIIHFW²�
SDUDGR[LFDO�DQG�FUXHO�LQ�LWV�KLVWRULFDO�LURQ\²LV�WR�PDNH�FRPPXQLVP�LQ�SRZHU�LQFUHDVLQJO\�UHOLDQW�RQ�WKH�
XQFRQVFLRXV�DQG�WKH�HPRWLRQDO�IDFWRUV�ZKLFK�0DU[LVP�KDG�VRXJKW�WR�VXSHUVHGH�����

2UJDQL]HG�&KULVWLDQLW\�
(TXDOO\�GUDPDWLF��WKRXJK�GLIIHUHQW�LQ�VXEVWDQFH��LV�WKH�SUREOHP�FRQIURQWHG�WRGD\�E\�HVWDEOLVKHG�

UHOLJLRQV��HVSHFLDOO\�&KULVWLDQLW\��8QOLNH�FRPPXQLVP��FRQWHPSRUDU\�&KULVWLDQLW\�LV�QR�ORQJHU�D�V\VWHP�RI�SRZHU��
LWV�WHPSRUDO�DXWKRULW\�LV�QRW�RQO\�OLPLWHG�EXW�VKULQNLQJ��2Q�WKH�RWKHU�KDQG��LW�LV�ERWK�D�V\VWHP�RI�GRFWULQHV�DQG�DQ�
LQVWLWXWLRQ��SDUWLFXODUO\�LQ�LWV�&DWKROLF�H[SUHVVLRQ��7KH�WHQVLRQ�EHWZHHQ�WKH�EHOLHIV�DQG�WKH�LQVWLWXWLRQ�LV�DQFLHQW��
RIWHQ�SDLQIXO��KLVWRU\�IRU�WKH�&KXUFK��EXW�WKH�SUREOHP�KDV�EHHQ�JLYHQ�D�QHZ�GLPHQVLRQ�E\�WKH�HIIRUWV�LQLWLDWHG�E\�
3RSHV�-RKQ�;;,,,�DQG�3DXO�9,��DQG�H[SUHVVHG�E\�WKH�6HFRQG�(FXPHQLFDO�&RXQFLO��9DWLFDQ�,,���WR�UHLQYLJRUDWH�
WKH�&KXUFK�����7KHVH�HIIRUWV�DUH�WDNLQJ�SODFH�LQ�D�VHWWLQJ�WKDW�VLPXOWDQHRXVO\�LQYROYHV�ERWK�XQSUHFHGHQWHG�LQWHUHVW�
RQ�WKH�SDUW�RI�FRQFHUQHG�&KULVWLDQV��QRW�RQO\�&DWKROLFV��DQG�ZLGHVSUHDG�HYLGHQFH�RI�LQFUHDVLQJ�LQGLIIHUHQFH�WR�
WKH�SUHVFULEHG�UHOLJLRXV�IRUPV��,Q�RWKHU�ZRUGV��WKHUH�LV�ERWK�PDVVLYH�LQYROYHPHQW�LQ�FKDQJH��ZKLFK�PHDQV�WKDW�
WKH�RIILFLDO�JXDUGLDQV�RI�WKH�LQVWLWXWLRQ�FDQQRW�IXOO\�FRQWURO�LW��DQG�XQFHUWDLQW\�FRQFHUQLQJ�WKH�EHVW�ZD\V�WR�PDNH�
WKH�&KXUFK�DJDLQ�WUXO\�UHOHYDQW��ZLWKRXW�GLOXWLQJ�LWV�VSLULWXDO�LGHQWLW\��

7KH�IXQGDPHQWDO�GLOHPPD�FRQIURQWHG�E\�WKH�&KXUFK��LQ�WKH�ZRUGV�RI�8QDPXQR� LV�WKDW��&DWKROLFLVP�
RVFLOODWHV�EHWZHHQ�P\VWLFLVP��ZKLFK�LV�WKH�LQZDUG�H[SHULHQFH�RI�WKH�OLYLQJ�*RG�LQ�&KULVW��DQ�LQWUDQVPLWWDEOH�
H[SHULHQFH��WKH�GDQJHU�RI�ZKLFK��KRZHYHU��LV�WKDW�LW�DEVRUEV�RXU�RZQ�SHUVRQDOLW\�LQ�*RG��DQG�VR�GRHV�QRW�VDYH�RXU�
YLWDO�ORQJLQJ²EHWZHHQ�P\VWLFLVP�DQG�WKH�UDWLRQDOLVP�ZKLFK�LW�ILJKWV�DJDLQVW��LW�RVFLOODWHV�EHWZHHQ�UHOLJLRQL]HG�
VFLHQFH�DQG�VFLHQWLILFL]HG�UHOLJLRQ������7R�RSW�IRU�RQH�LV�WR�EH�GHSULYHG�RI�WKH�RWKHU��<HW�QHLWKHU�ZLOO�GR�E\�LWVHOI��
P\VWLFLVP�ZRXOG�PHDQ�ZLWKGUDZDO�IURP�WKH�FRQWHPSRUDU\�ZRUOG��VFLHQWLVP�ZRXOG�PHDQ�DEVRUSWLRQ�E\�LW��

7KLV�LV�DQ�ROG�GLOHPPD�IRU�WKH�&KXUFK��DQG�LW�KDV�EHHQ�SRVHG�DQG�DQVZHUHG�LQ�GLIIHUHQW�ZD\V�DW�GLIIHUHQW�
KLVWRULFDO�VWDJHV���0DWHU�HW�0DJLVWUD��DQG�9DWLFDQ�,,²RFFXUULQJ�LQ�DQ�DJH�VKDSHG�E\�LGHRORJLFDO�FRQIOLFW��
VFLHQWLILF�LQQRYDWLRQ��PDVV�SRSXODU�DZDNHQLQJ��SROLWLFDO�SDVVLRQ��DQG�UHOLJLRXV�TXLHVFHQFH²FDQ�EH�YLHZHG�DV�DQ�
HIIRUW�WR�VDWLVI\�WKUHH�EURDG�REMHFWLYHV��ILUVW��WR�XSGDWH�WKH�&KXUFK
V�LQVWLWXWLRQDO�VWUXFWXUH��VR�WKDW�LW�LV�QRW�DQ�
LPSHGLPHQW�WR�WKH�YLWDOLW\�RI�WKH�LGHRORJLFDO�FRPSRQHQW��WR�XVH�D�WHUP�DSSOLHG�WKURXJKRXW�WKH�FKDSWHU��DQG�VR�
WKDW�WKH�LQVWLWXWLRQDOL]HG�EHOLHIV�DJDLQ�EHFRPH�PHDQLQJIXO�WR�ERWK�WKH�LQQHU�DQG�H[WHUQDO�GLPHQVLRQV�RI�KXPDQ�
OLIH��VHFRQG��EHWWHU�WR�IRFXV�WKH�HQHUJLHV�RI�WKH�&KXUFK�DV�D�ZKROH�RQ�VRFLDO�SUREOHPV�WKDW�UDQJH�IURP�SHUVRQDO�
SRYHUW\�DQG�VRFLDO�LQMXVWLFH�WR�LQWHUQDWLRQDO�LQHTXDOLW\��DQG��ILQDOO\��WR�KHDO�GRFWULQDO�VSOLWV�ZLWKLQ�&KULVWLDQLW\�
DQG�HQG�WKH�HUD�RI�ELJRWU\�DQG�FRQIOLFW�EHWZHHQ�&KULVWLDQLW\�DQG�QRQ�&KULVWLDQ�UHOLJLRQV��

7KH�HIIRUW²SUHFLVHO\�EHFDXVH�LW�GLG�PRYH�WKH�&KXUFK�VRPHZKDW�LQ�WKH�GHVLUHG�GLUHFWLRQV²SURGXFHG�
QHZ�VWUDLQV�LQ�WKH�UHODWLRQVKLS�EHWZHHQ�LGHDV�DQG�LQVWLWXWLRQV��,QVWLWXWLRQDO�UHIRUP��FRQGXFWHG�DW�D�WLPH�ZKHQ�
SUHVVXUHV�IRU�WKHRORJLFDO DGMXVWPHQWV�KDYH�LQFUHDVLQJO\�FRPH�IURP�WKH�&KXUFK�KLHUDUFK\�LWVHOI��DV�LQ�WKH�FDVH�RU�
FRPPXQLVP��WKHVH�SUHVVXUHV�KDYH�PRUH�RIWHQ�FRPH�IURP�WKH�SHULSKHU\�WKDQ�IURP�WKH�FHQWHU��ZKDW�<XJRVODYLD�
KDV�EHHQ�WR�WKH�.UHPOLQ�WKH�1HWKHUODQGV�KDV�EHFRPH�WR�WKH�9DWLFDQ����KDV�SURPSWHG�D�SURIRXQG�FULVLV�RI�SDSDO�
DXWKRULW\��3RSH�3DXO
V�UHLWHUDWLRQ�RI�WKH�EDQ�RQ�DUWLILFLDO�FRQWUDFHSWLRQ��LQ��+XPDQDH�9LWDH����������ZKLFK�FDPH�
VKRUWO\�DIWHU�WKH�DGRSWLRQ�E\�9DWLFDQ�,,�RI�WKH�FRQFHSW�RI�FROOHJLDOLW\�LQ�&KXUFK�DIIDLUV��SURYRNHG�VWURQJ�QHJDWLYH�
UHDFWLRQV�IURP�YDULRXV�QDWLRQDO�&RXQFLOV�RI�%LVKRSV��WKHVH�UHDFWLRQV�LQ�WXUQ�SURPSWHG�WKH�3RQWLII�WR�ZDUQ�DJDLQVW�
�DWWLWXGHV�ZKLFK�GHSDUWHG�PRUH�WKDQ�D�OLWWOH�IURP�WKH�WUDGLWLRQDO�GRFWULQH�RI�WKH�&KXUFK�DQG�PHQDFHG�RUGHU�LQ�WKH�
ERVRP�RI WKH�&KXUFK�KHUVHOI�������

<HW�WKH�9DWLFDQ�FRXOG�QRW�VWLIOH�WKH�WKHRORJLFDO�XQUHVW��$OPRVW�HFKRLQJ�WKH�GHPDQGV�RI�0DU[LVW�
SKLORVRSKHUV�IRU�DQ�XQIHWWHUHG�0DU[LVW�GLDORJXH��&DWKROLF�WKHRORJLDQV��QRWDEO\�LQ�D�SXEOLF�VWDWHPHQW�UHOHDVHG�LQ�
'HFHPEHU������E\�IRUW\�RI�WKH�OHDGLQJ�WKHRORJLDQV��GHQRXQFHG�HIIRUWV�E\�WKH�9DWLFDQ�&XULD�WR�UHVROYH�
WKHRORJLFDO�LVVXHV�E\�DGPLQLVWUDWLYH�ILDW��7KH\�DVVHUWHG�WKHLU�ULJKW�WR�FRPSOHWH�IUHHGRP�RI�LQTXLU\��VXEMHFW�WR�QR�
LQVWLWXWLRQDO�OLPLWDWLRQV�ZKDWHYHU��

7KH�LQFUHDVHG�HPSKDVLV RQ�VRFLDO�TXHVWLRQV²DUWLFXODWHG�ZLWK�FRPSDVVLRQ�LQ��0DWHU�HW�0DJLVWUD�²�
SUHVHQWHG�D�GLIIHUHQW�FKDOOHQJH��,QWHQVH�LQYROYHPHQW�LQ�WKH�DIIDLUV�RI�WKH�ZRUOG��DQG�SDUWLFXODUO\�LQ�WKH�VWUXJJOH�
DJDLQVW�VRFLDO�LQMXVWLFH��FRXOG�QRW�KHOS�EXW�IRFXV�WKH�DWWHQWLRQ�RI WKH�&KXUFK�RQ�H[WHUQDO�PDQ��RIWHQ�SODFLQJ�WKH�
&KXUFK�LQ�GLUHFW�FRPSHWLWLRQ�ZLWK�VRFLDOLVW�RU�FRPPXQLVW�PRYHPHQWV��<RXQJHU��PRUH�VRFLDOO\�LQYROYHG�
&DWKROLFV�VDZ�LQ�WKDW�FRPSHWLWLRQ²HVSHFLDOO\�LQ�/DWLQ�$PHULFD²WKH�RQO\�SRVVLEOH�VDOYDWLRQ�IRU�WKH�&KXUFK
V�
PLVVLRQ��FRQVHUYDWLYHV�IHDUHG�WKH�WUDQVIRUPDWLRQ�RI�WKH�&KXUFK�LQWR�PHUHO\�DQRWKHU�WHPSRUDO�UDGLFDO�PRYHPHQW��
3DUWLFXODUO\�ELWWHU�ZDV�WKH�FRQIOLFW�LQ�WKRVH�DUHDV�ZKHUH�WKH�LVVXH�KDG�LPPHGLDWH�UHOHYDQFH��VXFK�DV�QRUWKHDVW�
%UD]LO�����7KHUH��DV�HOVHZKHUH��FRQVHUYDWLYHV�IHOW�WKDW�ZKDW�WKH�&KXUFK�ZRXOG�JDLQ�LQ�WKH�VKRUW�UXQ�ZRXOG�FRVW�LW�

�7KH�3RSH�ZDV�QRW�DORQH�LQ�IDFLQJ�WKLV�TXDQGDU\��7KH�1HZ�<RUN�7LPHV�RI�-DQXDU\�����������UHSRUWHG WKDW�'U��(XJHQH�&DUVRQ�%ODNH��JHQHUDO�
VHFUHWDU\�RI�WKH�:RUOG�&RXQFLO�RI�&KXUFKHV��GLVFXVVHG��WKH�FULVLV�RI�DXWKRULW\��ZLWK�3RSH�3DXO�9,��,W�FLWHG�'U��%ODNH�DV�KDYLQJ�VDLG���:H�ILQG�
RXUVHOYHV�IDFLQJ�WKH�VDPH�LVVXHV�LQ�ERWK�WKH�:RUOG�&RXQFLO�DQG�LQ�WKH�PHPEHU�FKXUFKHV��



�������

WRR�PXFK�LQ�WKH�ORQJ�UXQ��VRFLDO�UHOHYDQFH�ZRXOG�EH�JDLQHG�DW�WKH�FRVW�RI�ORVV�RI�LGHQWLW\��0RUH�JHQHUDOO\��WKH\�
DUJXHG�WKDW�VRFLDO�VXFFHVV²QR�OHVV�WKDQ�HFRQRPLF�VXFFHVV²FRXOG�EH�GHWULPHQWDO�WR�VSLULWXDO�YDOXHV��,W�PD\�EH�
DVVXPHG�WKDW�IURP�WKHLU�SRLQW�RI�YLHZ�WKH�H[SHULHQFH�RI�3URWHVWDQWLVP�LQ�WKH�8QLWHG�6WDWHV�ZDV�QRW�UHDVVXULQJ���

(FXPHQLVP�DOVR�SURPSWHG�ERWK�LQVWLWXWLRQDO�DQG�GRFWULQDO�WHQVLRQ��3XULVWV�IHDUHG�WKDW�LW�ZRXOG�
DFFHOHUDWH�WKH�GLOXWLRQ�RI�GRFWULQDO�FRQWHQW�DQG�WUDQVIRUP�WKH�&DWKROLF�&KXUFK�LQ�WKH�PRUH�DGYDQFHG�FRXQWULHV�
LQWR�D�YDJXH�HWKLFDO�RUJDQL]DWLRQ�HQJDJHG��WRJHWKHU�ZLWK�RWKHU�VLPLODU�ERGLHV��LQ�VRFLDO�JRRG�ZRUNV��(YHQ�PRUH�
SHUSOH[LQJ�WR�WKH�SXULVWV�ZDV�WKH�DSSHDUDQFH�RI�DQ��HFXPHQLFDO��GLDORJXH�EHWZHHQ�&KULVWLDQV�DQG�FRPPXQLVWV��LQ�
ZKLFK�&DWKROLFV�WRRN�DQ�DFWLYH�SDUW��7KDW�VXFK�D�GLDORJXH�FRXOG�GHYHORS��HYHQ�WKRXJK�LW�UHFHLYHG�UHODWLYHO\�OLWWOH�
QRWLFH��ZDV�LWVHOI�SURRI�RI�WKH�H[WHQW WR�ZKLFK�H[FOXVLYLVWLF�FODLPV�WR�DEVROXWH�WUXWK²WKRXJK�QRW�IRUPDOO\�
DEDQGRQHG�E\�HLWKHU�VLGH²QR�ORQJHU�GRPLQDWHG�HLWKHU�WKH�:HVWHUQ�PLQG�RU�HYHQ�WKRVH�LQVWLWXWLRQV�WKDW�ZHUH�
WKHPVHOYHV�WKH�SURGXFWV�RI�WKH�0DQLFKDHDQ�WUDGLWLRQ����

,W�ZRXOG��KRZHYHU��EH�PLVOHDGLQJ�WR�FRQVWUXH�WKLV�GLDORJXH DV�D�IXQGDPHQWDO�EUHDNWKURXJK�LQ�WKH�
GRFWULQDO�UHODWLRQVKLS�EHWZHHQ�&KULVWLDQLW\�DQG�0DU[LVP��7KH�SDUWLFLSDQWV�LQYROYHG�ZHUH�LQGLYLGXDOV�ZKR��JLYHQ�
WKHLU�LQWHOOHFWXDO�FRQFHUQV��WKHPVHOYHV�UHIOHFWHG�WKH�WHQVLRQ�EHWZHHQ�LQVWLWXWLRQV�DQG�LGHDV��WKH\�LQKHUHQWO\�
UHVHQWHG�LQVWLWXWLRQDO�HIIRUWV�WR�OLPLW�WKH�VFRSH�RI�SKLORVRSKLFDO�LQTXLU\��%RWK�VLGHV�WKXV�UHSUHVHQWHG�WKH�
LQWHOOHFWXDO�IULQJHV�DQG�QRW�WKH�YHU\�FHQWHUV�RI�EXUHDXFUDWLF�SRZHU��7KH�FHQWHUV�WKHPVHOYHV�GLVSOD\HG�VRPH�
DPELYDOHQFH��QRW�VR�PXFK�DERXW�WKH PHHWLQJV²ZKLFK�WKH\�WROHUDWHG��LQ�SDUW��IRU�UHDVRQV�RI�SROLWLFDO�WDFWLFV ²EXW�
DERXW�WKH�GHJUHH�WR�ZKLFK�GLIIHUHQFHV�EHWZHHQ�WKH�WZR�V\VWHPV�RI�WKRXJKW�ZHUH�VDLG�WR�KDYH�EHHQ�REVFXUHG�E\�
WKH�UHVSHFWLYH�VSRNHVPHQ��Á�

7KHVH�OLPLWDWLRQV�QRWZLWKVWDQGLQJ��WKH�GLVFXVVLRQV��ZKLFK�GRXEWOHVV�ZLOO�FRQWLQXH�DQG�H[SDQG��KDG�
EURDG�VLJQLILFDQFH��7KH\ LQGLFDWHG�WKDW�LW�LV�EHFRPLQJ�LQFUHDVLQJO\�GLIILFXOW�WR�FRQILQH�WKH�VHDUFK�IRU�D�PRUH�
PHDQLQJIXO�XQLYHUVDO�YLVLRQ�ZLWKLQ�LQVWLWXWLRQDOO\�GHILQHG�IUDPHZRUNV��VLQFH�WKH�YHU\�H[LVWHQFH�RI�WKH�LQ��
VWLWXWLRQV��GHSHQGV�RQ�WKH�PDLQWHQDQFH�RI�WKHLU�GLVWLQFWLYH�DQG�H[FOXVLYH�LGHQWLW\��7KDW�LV�ZK\�ZKDW�DSSHDUV�RQ�
WKH�VXUIDFH�WR�EH�PRGHVW�DQG�OLPLWHG�KDV�LQ�IDFW�EHHQ�D�PDMRU�VWHS�DZD\�IURP�WKH�WUDGLWLRQDO�:HVWHUQ�YLHZ�RI�
VXFK�GLDORJXH�DV DQDWKHPD�����

7KH�UHIRUPV�DQG�WKH�GHEDWHV�ZLWKLQ�&DWKROLFLVP�KDYH�DOUHDG\�KDG�WKH�HIIHFW��LQ�PDQ\�DUHDV�RI�SHUVRQDO�
OLIH��RI�VXSSODQWLQJ�WKH�DXWKRULW\�RI�WKH�LQVWLWXWLRQ�E\�WKH�UXOH�RI�RQH
V�FRQVFLHQFH���6XFK��IRU�H[DPSOH��KDV�EHHQ�
WKH�UHDFWLRQ�RI�PDQ\�ELVKRSV�DQG�&DWKROLF�OD\PHQ�WR�WKH�LVVXH�RI�ELUWK�FRQWURO���7R�D�VSLULWXDOO\�PRWLYDWHG�
SHUVRQ��FRQVFLHQFH�FDQ�EH�D�VWULFWHU�WHDFKHU�WKDQ�&KXUFK�DXWKRULW\��EXW�IRU�PRVW�SHRSOH�UHOLDQFH�RQ�FRQVFLHQFH�
LQHVFDSDEO\�KDV�WKH�HIIHFW�RI�PDNLQJ�WKH�&KXUFK�LQFUHDVLQJO\�LUUHOHYDQW��,W�ZDV�WKLV�GLOHPPD�ZKLFK�PRUH�DQG�
PRUH�OHG�3RSH�3DXO�9,�WR�DGRSW�D�SRVLWLRQ²LQ�VSLWH�RI�KLV�HDUOLHU�FRPPLWPHQW�WR�LQQRYDWLRQ² PROGHG�E\�WKH�
QHHG�IRU�LQVWLWXWLRQDO�GHIHQVH���7RGD\��DV�DQ\RQH�FDQ�VHH��RUWKRGR[\��WKDW�LV�WKH�SXULW\�RI�GRFWULQH��GRHV�QRW�VHHP�
WR�RFFXS\�ILUVW�SODFH�LQ�WKH�SV\FKRORJ\�RI�&KULVWLDQV��+RZ�PDQ\�WKLQJV��KRZ�PDQ\�WUXWKV�DUH�TXHVWLRQHG�DQG�SXW�
XS�WR�GRXEW"�+RZ�PXFK�OLEHUW\�LV�FODLPHG�DV�UHJDUGV�WKH�DXWKHQWLF�KHULWDJH�RI�&DWKROLF�GRFWULQH��QRW�RQO\�LQ�
RUGHU�WR�������EHWWHU�H[SODLQ�LW�WR�WKH�PDQ�RI�RXU�WLPH��EXW�DW�WLPHV�WR�VXEMHFW�LW�WR�WKDW�UHODWLYLVP�LQ�ZKLFK�SURIDQH�
WKRXJKW�������VHHNV�LWV�QHZ�H[SUHVVLRQ��RU�WR�DGDSW�LW�����WR�FRQWHPSRUDU\�WDVWH�DQG�WKH�UHFHLYLQJ�FDSDFLW\�RI�PRGHUQ�
PHQWDOLW\"�����

7KH�3RSH�ZDV�ULJKW�LQ�QRWLQJ�WKDW��RUWKRGR[\�������GRHV�QRW�VHHP�WR�RFFXS\�ILUVW�SODFH�LQ�WKH�SV\FKRORJ\�

��3URWHVWDQWLVP�KDV�EHFRPH�VR�LGHQWLILHG�ZLWK�HFRQRPLF�VXFFHVV��UHVSHFWDELOLW\��DQG�PLGGOH�FODVV�YLUWXHV�WKDW�ODUJH�QXPEHUV�RI�WKH�FOHUJ\�
DQG�ODLW\�DOLNH�DSSHDU�WR�KDYH�ORVW�VLJKW�RI�EDVLF�VSLULWXDO�JRDOV���*HUKDUG�/HQVNL��7KH�5HOLJLRXV�)DFWRU��*DUGHQ�&LW\��1�<���������S��������
���:LWKRXW�XV��&RPPXQLVWV��,�IHDU�WKDW�\RXU�&KULVWLDQ�ORYH��PDUYHOORXV�WKRXJK�LW�LV��ZLOO�FRQWLQXH�WR�EH�LQHIIHFWLYH��ZLWKRXW�\RX��&KULVWLDQV��
RXU�VWUXJJOH�ULVNV�DJDLQ�FRQILQHPHQW�WR�D�KRUL]RQ�ZLWKRXW�VWDUV���5RJHU�*DUDXG\��DV�TXRWHG�E\ KH�0RQGH��+HEGRPDGDLUH��0D\��������������
7KHVH�ZRUGV�RI�D�OHDGLQJ�)UHQFK�&RPPXQLVW�LGHRORJXH��RQFH�D�VWURQJ�6WDOLQLVW�DQG�D�PHPEHU�RI�WKH�3ROLWEXUR��DGGUHVVLQJ�D�PL[HG�&KULVWLDQ��
0DU[LVW�FROORTXLXP�RUJDQL]HG�E\�WKH�&DWKROLFV��FRQYH\�WKH�H[WHQW�WR�ZKLFK�SUHYLRXVO\�IUR]HQ�YLHZV�DUH�WRGD\�LQ�IOX[��2I�WKH�PDQ\�PHHWLQJV�
EHWZHHQ�&KULVWLDQV�DQG�0DU[LVWV��SHUKDSV�WKH�PRVW�VLJQLILFDQW�KDYH�EHHQ�WKRVH�RUJDQL]HG�E\�WKH�3DXOXV�*HVHOOVFKDIW��VWDUWLQJ�LQ�6DO]EXUJ�LQ�
������IROORZHG�E\�PHHWLQJV�LQ�+HUUHQ�FKLHPVHH�LQ�������ZKHUH�WKH�DERYH�UHPDUN�ZDV�PDGH��DQG�LQ�0DULDQVNH�/D]QH��&]HFKRVORYDNLD��LQ�
������7KH�WKLUG�PHHWLQJ�EURXJKW�WRJHWKHU�WZR�KXQGUHG�DQG�RQH�&KULVWLDQ�DQG�0DU[LVW�SKLORVRSKHUV��WKHRORJLDQV��DQG�VFLHQWLVWV�IURP�VL[WHHQ�
(XURSHDQ�FRXQWULHV�DQG�WKH�8QLWHG�6WDWHV��EXW�QRW�IURP�WKH�6RYLHW�8QLRQ��ZKLFK�FKRVH�WR�DEVWDLQ��
�
7KH�WKHPH�RI�WKH�WKLUG�PHHWLQJ�ZDV��&UHDWLYLW\�DQG�)UHHGRP�LQ�D�+XPDQ�6RFLHW\���WKH�ILUVW�WZR�KDYLQJ�GHDOW�ZLWK��&KULVWLDQLW\�DQG�0DU[LVP�
7RGD\��DQG��&KULVWLDQ�+XPDQHQHVV�DQG�0DU[LVW�+XPDQLVP����$W�WKLV�PHHWLQJ�ERWK�VLGHV�H[SUHVVHG�WKH�YLHZ�WKDW�WKH�KXPDQ�SHUVRQDOLW\�FDQ�
GHYHORS�RQO\�LQ�D�VHWWLQJ�RI�IUHHGRP��WKDW�ERWK�&KULVWLDQLW\�DQG�0DU[LVP�PXVW�UHYLWDOL]H�DQG�RSHQ�XS�WKHLU�LQVWLWXWLRQV�DQG�WKHLU�GRFWULQHV��
WKDW�WKH�KXPDQ�SHUVRQDOLW\�FDQQRW�EH�IXOO\�XQGHUVWRRG�RQ�WKH�H[LVWHQWLDO�DQG�SDUWLFXODUO\�WKH�PDWHULDO�OHYHO��WKDW�WKH�VWDWH�RXJKW�WR�EH�QHXWUDO�
RQ�HWKLFDO�DQG�SKLORVRSKLFDO�SUREOHPV�DQG�WKDW�KXPDQLVW�0DU[LVP�PXVW�JXDUDQWHH�SOXUDOLVP�DV�WKH�SUHFRQGLWLRQ�IRU�KXPDQ�IUHHGRP��DQG��
ILQDOO\��WKDW�ERWK�&KULVWLDQLW\�DQG�0DU[LVP�LQYROYH�D�FRQWLQXRXV��QHYHU�HQGLQJ�VHDUFK�IRU�WKH�PRVW�FRPSOHWH�IXOILOOPHQW�RI�KXPDQ�IUHHGRP��
�7KH�DERYH�LV�D�SDUDSKUDVH�RI�WKH�FRQFOXVLRQV�UHDFKHG�E\�&KDUOHV�$QGUDV�LQ�KLV�UHVHDUFK�SDSHU�RQ��&KULVWLDQV�DQG�0DU[LVWV�LQ�0DULDQVNH�
/D]QH���5)(��-XO\�����������ZKLFK�FRQWDLQV�WKH�EHVW�DQDO\VLV�RI�WKLV�PHHWLQJ�WKDW�,�KDYH�VHHQ��6HH�DOVR�WKH�YDOXDEOH�VWXG\�E\�.HYLQ�'HYOLQ��
�7KH�&DWKROLF�&RPPXQLVW�
'LDORJXH�
��3UREOHPV�RI�&RPPXQLVP�0D\�-XQH�������DQG�HVSHFLDOO\�WKH�DGGLWLRQDO�PDWHULDO�RQ�/DWLQ�$PHULFD�
FRQWDLQHG�LQ�WKH�6SDQLVK�HGLWLRQ��DQG�&KDUOHV�$QGUDV���7KH�&KULVWLDQ�0DU[LVW�'LDORJXH�� (DVW�(XURSH�0DUFK��������
2QH�RXWJURZWK�RI�WKLV�GLDORJXH�ZDV�D�UHPDUNDEOH�OLWWOH�YROXPH�GHDOLQJ�ZLWK�WKH�SKLORVRSKLFDO�DQG�VRFLDO�SUREOHPV�RI�PRGHUQLW\��DXWKRUHG�
MRLQWO\�E\�D�OHDGHU�RI�WKH�)UHQFK�&RPPXQLVW�3DUW\�DQG�E\�D�PHPEHU�RI�WKH�6RFLHW\�RI�-HVXV��5RJHU�*DUDXG\�DQG�4XHQWLQ�/DXHU��6�-���$�
&KULVWLDQ�&RPPXQLVW�'LDORJXH� 1HZ�<RUN���������
Á� 6XEVHTXHQW�WR�WKH�PHHWLQJV��WKHUH�ZHUH�UHDIILUPDWLRQV�IURP�ERWK�VLGHV��H�J���E\�WKH�OHDGHUVKLS�RI�WKH�)UHQFK�&RPPXQLVW�3DUW\��E\�WKH�
)UHQFK�&RXQFLO�RI�%LVKRSV��DQG�E\�9DWLFDQ�VSRNHVPHQ��WKDW�WKH�GLDORJXH�FRXOG�QRW�EH�FRQVWUXHG�DV�LQYROYLQJ�DQ\�FKDQJH�LQ�EDVLF�GRFWULQDO�
DWWLWXGHV��,Q�D�VHQVH��WKHVH�VWDWHPHQWV�FRQILUPHG�WKH�SRLQW�PDGH�E\�RQH�RI�WKH�PRUH�SURPLQHQW�&DWKROLF�SDUWLFLSDQWV�WKDW�D�WUXH�GLDORJXH�ZLOO�
QRW�EH�SRVVLEOH�XQWLO�HDFK�VLGH�VXUPRXQWV�WKH�WUDGLWLRQ�RI��PRQROLWKLVP���ZKLFK�HOHYDWHV�ERWK�WKH��HFFOHVLDVWLFDO�VRFLHW\��DQG�WKH�SDUW\�LQWR�
WKH�FHQWHUV�RI�KLVWRU\��)DWKHU�*LXOLR�*LUDUGL�RI�WKH�6DOHVLDQ�8QLYHUVLW\�RI�5RPH��DV�FLWHG�E\ /H�0RQGH�>+HEGRPDGDLUH@�0D\�������������KH�
UHSHDWHG�WKH�VDPH�WKHPHV�DW�0DULDQVNH�/D]QH�>$QGUDV���7KH�&KULVWLDQ�0DU[LVW�'LDORJXH���S����@��
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RI�&KULVWLDQV���7KLV�LV�VR�QRW�RQO\�RQ�WKH�OHYHO�RI�IRUPDO��RYHUW�FRPSOLDQFH�ZLWK�FHUWDLQ�HVWDEOLVKHG�ULWXDOV�EXW�
HYHQ�LQ�UHJDUG�WR�WKH�PRUH�EDVLF�VXEVWDQFH�RI�EHOLHI��DV�LV�VKRZQ�E\�7DEOH����FRQVWUXFWHG�IURP������*DOOXS�SROOV��
7KH�UHODWLYHO\�ORZ�OHYHO�RI�UHJXODU�FKXUFK�DWWHQGDQFH²ZKLOH�VLJQLILFDQW�LQ�UHYHDOLQJ�LQFUHDVLQJ�GLVUHJDUG�IRU�WKH�
PRVW�EDVLF�EXW�DOVR�WKH�PLQLPDO�ULWXDOLVWLF�UHTXLUHPHQW²ZDV�QRW�DV�UHYHDOLQJ�DV�WKH�VWULNLQJ�JDS�EHWZHHQ�WKRVH�
ZKR�EHOLHYH�LQ�*RG�DQG�WKRVH�ZKR�EHOLHYH�LQ�OLIH�DIWHU�GHDWK��7KH�HVVHQFH�RI�WKH�&KULVWLDQ�IDLWK�LV�WKDW�WKH�IRUPHU�
JXDUDQWHHV�WKH�ODWWHU��*RG�ZLWKRXW�EHOLHI�LQ�OLIH�DIWHU�GHDWK�LV�VRPHWKLQJ�HQWLUHO\�GLIIHUHQW�IURP�WKH�&KULVWLDQ�*RG��

7KH�SROO�GDWD��WKRXJK�IUDJPHQWDU\�DQG�VXSHUILFLDO��QHYHUWKHOHVV�KLJKOLJKW�D�SUREOHP��2Q�WKH�RQH�KDQG��
WKH�SROO�LQGLFDWHV�D�FULVLV�RI�LQVWLWXWLRQDOL]HG�EHOLHI��2Q�WKH�RWKHU�KDQG��KRZHYHU��LW�VXJJHVWV�WKDW�LW�ZRXOG�EH�
PLVOHDGLQJ�WR�FRQFOXGH�WKDW�ORZ�FKXUFK�DWWHQGDQFH�DQG�GLVEHOLHI�LQ�OLIH�DIWHU�GHDWK�PHDQ�SHUYDVLYH�LUUHOLJLRVLW\��
2Q�WKH�FRQWUDU\��LW�VXJJHVWV�WKDW�DXWKHQWLF�LUUHOLJLRVLW\²WKDW�LV�WR�VD\��D�GHHSO\�IHOW�UHMHFWLRQ�RI�D�UHDOLW\�EH\RQG�
WKH�ILQLWH²GRHV�QRW�H[LVW��RU�DW�OHDVW�QRW�\HW��$�EHOLHI�LQ�*RG WR�ZKLFK�RQH�FDQQRW�JLYH�VXEVWDQFH�PD\�PHUHO\�EH�
D�KROGRYHU�IURP�D�PRUH�WUDGLWLRQDO�VRFLHW\�LQ�D�FRQWH[W�WKDW�HPSKDVL]HV�LPPHGLDWH�OLIH��EXW�LW�FRXOG�DOVR�UHIOHFW�
WKH�VHDUFK�IRU�D�KLJKO\�SHUVRQDO��LQQHU��DQG�GLUHFW�UHODWLRQVKLS�EHWZHHQ�WKH�LQGLYLGXDO�DQG�*RG��

3ULYDWL]DWLRQ�RI�%HOLHI�
,Q�IDFW��WKH�ZDQLQJ�RI�WKH�&KXUFK�DV�DQ�LQVWLWXWLRQ�PD\�EH�D�V\PSWRP�RI�LQWHQVLI\LQJ�UHOLJLRVLW\��7KH�

&KXUFK�ZDV�D�QHFHVVDU\LQWHUPHGLDU\�EHWZHHQ�*RG�DQG�PDQ�LQ�WKH�SKDVH�RI�PDQ
V�VSLULWXDO�SRYHUW\�DQG�KLVWRULFDO�
XQDZDUHQHVV��,W SURYLGHG�D�ULJLG�FRGH�RI�EHKDYLRU��LQVWLWXWLRQDOL]HG�VDQFWLRQV��ZKLFK�JUDGXDOO\�GHFOLQHG�LQ�
VHYHULW\�DV�PDQNLQG�ZDV�VRFLDOL]HG�RQ�WKH�OHYHO�RI�SHUVRQDO��WKRXJK�QRW�LQWHUQDWLRQDO��FRH[LVWHQFH���DQG�D�OLQN�WR�
WKH�HWHUQDO��$V�WKH�&KXUFK�IDGHV��IRU�VRPH�WKH�GLVLQWHJUDWLRQ�RI�LWV�FRQWUROV�ZLOO�GRXEWOHVV�PHDQ�OLFHQVH��IRU�PDQ\�
LW�ZLOO�VLPSO\�EH�D�PDWWHU�RI�LQGLIIHUHQFH��EXW�IRU�RWKHUV�LW�ZLOO�EH�WKH�EHJLQQLQJ�RI�D�PXFK�PRUH�GLUHFW��PRUH�
SHUVRQDO��OHVV�ULWXDOL]HG�UHODWLRQVKLS�WR�*RG��

7KLV�FRXOG�PHDQ�WKH�HPHUJHQFH RI�KLJKO\�SOXUDOLVWLF�UHOLJLRXV�UHVSRQVHV²RI�FXOWV��VHFWV��EHOLHYHUV
�
JURXSV��HDFK�ZLWK�D�VRPHZKDW�GLIIHUHQW�IRUP�RI�H[SUHVVLQJ�LWV�IDLWK��WR�VD\�QRWKLQJ�RI�D�PXFK�PRUH�SHUVRQDOL]HG�
IRUP�RI�ZRUVKLS²HYHQ�ZLWKLQ�WKH�&DWKROLF�&KXUFK�����)RU�PRVW�SHRSOH�WKH�RUJDQL]HG�&KXUFK�ZLOO�FRQWLQXH�WR�
SURYLGH�WKH�EDVLF�PRRULQJ��EXW�IRU�PDQ\�WKH�UHODWLRQVKLS�WR�*RG�ZLOO�EH�H[SUHVVHG�PXFK�PRUH�LQGLYLGXDOO\�DQG�LQ�
NHHSLQJ�ZLWK�WKHLU�VSHFLILF�LQWHOOHFWXDO�DQG�SV\FKRORJLFDO�QHHGV��7KH�SRSXODULW\�RI�7HLOKDUG�GH�&KDUGLQ�LV��IRU�
H[DPSOH��V\PSWRPDWLF�RI�RXU�DJH
V�IHOW�QHHG�WR�FRPELQH�HFVWDV\�ZLWK�VFLHQFH��P\VWLF�EHOLHI�ZLWK�NQRZOHGJH�RI�
WKH�PDWHULDO�ZRUOG���

7KH�SUHVHQW�IHUPHQW�LQ�&KULVWLDQLW\�LV�KHQFH�SDUW�RI�WKH�JHQHUDO�DYHUVLRQ�WRZDUG�WKH�LQVWLWXWLRQDOL]HG�
EHOLHI�WKDW�FKDUDFWHUL]HV�RXU�WLPH��7KLV�DYHUVLRQ�UHIOHFWV�WKH�QDWXUH�RI�RXU�LQWHOOHFWXDO�VW\OH�DQG�

7$%/(���

'R�\RX�DWWHQG�
'R�\RX�EHOLHYH� 'R�\RX�EHOLHYH�LQ� FKXUFK�RQFH�

LQ�*RG"� OLIH�DIWHU�GHDWK"� SHU�ZHHN"�
<HV� <HV� <HV�

8QLWHG�6WDWHV� ���� ���� ����
*UHHFH� ��� ��� ����$WKHQV��
8UXJXD\�
�FLWLHV��

��� ��� ���

$XVWULD� ��� ��� ���
6ZLW]HUODQG� ��� ��� ���
)LQODQG� ��� ��� ��
:HVW�*HUPDQ\� ��� ��� ���
1HWKHUODQGV� ��� ��� ���
*UHDW�%ULWDLQ� ��� ���
)UDQFH� ��� ��� ���
1RUZD\� ��� ��� ���
6ZHGHQ� ��� ��� ��

�$�)UHQFK�WKLQNHU�SRVHV�WKH�LVVXH�PRUH�VWURQJO\��HPSKDVL]LQJ�WKH�LQWHUGHSHQGHQFH�RI�VFLHQFH�DQG�HFVWDV\���:H�PXVW�FRQFOXGH�WKDW�LW�LV�IDU�
IURP�DFFLGHQWDO�WKDW�HFVWDWLF�SKHQRPHQD�KDYH�GHYHORSHG�WR�WKH�JUHDWHVW�GHJUHH�LQ�WKH�PRVW�WHFKQLFL]HG�VRFLHWLHV��$QG�LW�LV�WR�EH�H[SHFWHG WKDW�
WKHVH�SKHQRPHQD�ZLOO�FRQWLQXH�WR�LQFUHDVH��7KLV�LQGLFDWHV�QRWKLQJ�OHVV�WKDQ�WKH�VXEMHFWLRQ�RI�PDQNLQG
V�QHZ�UHOLJLRXV�OLIH�WR�WHFKQLTXH��,W�ZDV�
IRUPHUO\�EHOLHYHG�WKDW�WHFKQLTXH�DQG�UHOLJLRQ�ZHUH�LQ�RSSRVLWLRQ�DQG�UHSUHVHQWHG�WZR�WRWDOO\�GLIIHUHQW�GLVSHQVDWLRQV��,W�ZDV�KHOG�WKDW��ZLWK�WKH�
GHYHORSPHQW�RI�D�SXUHO\�PDWHULDOLVWLF�VRFLHW\��D�VWUXJJOH�ZDV�LQHYLWDEOH�EHWZHHQ�WKH�PDFKLQH�DQG�WKH�HFRQRP\��RQ�WKH�RQH�VLGH��DQG�WKH�LGHDO�
UHDOP�RI�UHOLJLRQ��DUW��DQG�FXOWXUH��RQ�WKH�RWKHU��%XW�ZH�FDQ�QR�ORQJHU�KROG�VXFK�D�ERXQGOHVVO\�VLPSOLVWLF�YLHZ��(FVWDV\�LV�VXEMHFW�WR�WKH�ZRUOG�
RI�WHFKQLTXH�DQG�LV�LWV�VHUYDQW��7HFKQLTXH��RQ�WKH�PRVW�VLJQLILFDQW�OHYHO��LQWHJUDWHV�WKH�DQDUFKLF�DQG�DQWLVRFLDO�LPSXOVHV�RI�WKH�KXPDQ�EHLQJ�
LQWR�VRFLHW\��7KHVH�LPSXOVHV�WDNH�WKHLU�LQIOXHQFH�DQG�UHFHLYH�WKHLU�GLIIXVLRQ�VWULFWO\�E\�YLUWXH�RI�WKH�WHFKQLFDO�PHDQV�EURXJKW�LQWR�SOD\��7KH�
HFVWDWLF�SKHQRPHQD�RI�WKH�KXPDQ�SV\FKH��ZKLFK�ZLWKRXW�WHFKQLFDO�PHDQV�ZRXOG�QDYH�UHPDLQHG�FRPSOHWHO\�ZLWKRXW�HIIHFW��DUH�GHSOR\HG�
WKURXJKRXW�WKH�ZRUOG���(OOXO��S�������



�������

WKH�IUDJPHQWHG�DQG�LPSUHVVLRQLVWLF�ZD\�ZH�RXUVHOYHV�EHFRPH�H[SRVHG�WR�UHDOLW\��DV�ZHOO�DV�WKH�LQVWLQFWLYH�
IHHOLQJ�WKDW�LGHDV�DUH�RQO\�UHOHYDQW�DV�ORQJ�DV�WKH\�FDQ�VXFFHVVIXOO\�UHODWH�WR�D�UHDOLW\�WKDW�LV�G\QDPLF��7R�
LQVWLWXWLRQDOL]H�DQ�LGHD�LV�WR�LPSHGH�LWV�FDSDFLW\�WR�DGMXVW�WR�FKDQJH��7KH�IXUWKHU�HYROXWLRQ�RI�WKH�LGHD�WKHQ�
EHFRPHV�GHSHQGHQW�QRW�RQ�WKH�FDSDFLW\�RI�WKH�PLQG�WR�VHQVH�WKH�VSHHG�DQG�WKH�VLJQLILFDQFH�RI�FKDQJH�EXW�RQ�WKH�
UDWH�RI�FKDQJH�ZLWKLQ�WKH�EXUHDXFUDWLF�RUJDQL]DWLRQ�ZKLFK�KDV�FRPH�WR�HPERG\�WKH�LGHD��9HVWHG�SRZHU�LQWHUHVWV�
WKXV�EHFRPH�PRUH�LPSRUWDQW�WKDQ�HLWKHU�HWKLFDO�RU�LQWHOOHFWXDO�LPSHUDWLYHV��

7KH�FULVLV�RI�LQVWLWXWLRQDOL]HG�EHOLHIV�LV�WKH�ODVW�VWDJH�LQ�WKH�SURJUHVVLYH�VHFXODUL]DWLRQ�RI�OLIH��WKDW�LV��LQ�
WKH�GHWDFKPHQW�RI�RQH
V�VRFLDO�H[LVWHQFH�IURP�D�IUDPHZRUN�RI�EHOLHI��:RUN��SOD\��DQG�QRZ��LQFUHDVLQJO\��
LQWURVSHFWLRQ�KDYH�JUDGXDOO\�VHSDUDWHG�WKHPVHOYHV�IURP�IRUPDO�&KULVWLDQ�EHOLHI�����DQG�WKH\�DUH�EHJLQQLQJ�WR�
GHWDFK�WKHPVHOYHV�IURP�0DU[LVP�XQGHU�FRPPXQLVP�DV�ZHOO��

,W�ZDV�HDVLHU�WR�HVWDEOLVK�LQVWLWXWLRQDO�EHOLHI�LQ�DQ�DJH�RI�JHRJUDSKLFDO��FXOWXUDO�DQG�KHQFH�DOVR�
SV\FKRORJLFDO�LVRODWLRQ��5HOLJLRXV�IDQDWLFLVP�FRXOG�WKULYH�LQ�VXFK�D�FRQWH[W��DQG�UHOLJLRXV�ZDUV�KDG�SURIRXQG�
PRUDO�PHDQLQJ��3K\VLFDO�H[KDXVWLRQ��DIWHU�WKH�7KLUW\�<HDUV�:DU�DQG�DIWHU�WKH�%DWWOH�RI�9LHQQD�RI�������DV�ZHOO�
DV�JURZLQJ�VNHSWLFLVP�KDYH�PDGH�UHOLJLRXV�ZDUV�XQIDVKLRQDEOH��,Q�RXU�DJH�FRPPXQLVP�KDV�EHHQ�WKH�ODVW�JUHDW�
DEVROXWLVW�GRJPD��IRU�LW�FRXOG�XVH�SRZHU�WR�DVVXUH�H[FOXVLYHQHVV��,W�LV�QRW�DFFLGHQWDO�WKDW�LVRODWHG�&KLQD�KDV�ODWHO\�
EHHQ�LWV�PRVW�IDQDWLF�SURSRQHQW² RU�WKDW�LGHRORJLFDO�FRQVHUYDWLVP�LQ�WKH�FRPPXQLVW�VWDWHV�LV�XVXDOO\�
DFFRPSDQLHG�E\�HIIRUWV�WR�FXW�VRFLHW\�RII�IURP�FRQWDFW�ZLWK�WKH�H[WHUQDO�ZRUOG�E\�UDGLR�MDPPLQJ�DQG�RWKHU�
GHYLFHV���*OREDO�FRQJHVWLRQ²WKRXJK�QRW�QHFHVVDULO\�FRQGXFLYH�WR�PXWXDO�FRPSUHKHQVLRQ²LV�VLPSO\�LQLPLFDO�WR�
LQVWLWXWLRQV�DQG�LGHRORJLHV�UHO\LQJ�RQ�H[FOXVLYLVWLF�FRQYLFWLRQ��

,GHDOO\��LQ�WKLV�VHWWLQJ�PDQ�VKRXOG�VHHN�FRPSOHWH IXOILOPHQW�E\�FRPELQLQJ�VSLULWXDO�LQWURVSHFWLRQ�ZLWK�
WKH�PRUDO�LPSHUDWLYH�RI�VRFLDO�MXVWLFH��+DUYH\�&R[�DUJXHV LQ�KLV�WKRXJKWIXO�ERRN�WKDW��LI�PHQ�UDWKHU�WKDQ�
PHWDSK\VLFDO�SKDQWRPV�EHDU�WKH�PHDQLQJ�RI�KLVWRULF�OLIH��WKHQ�SXUSRVHV�RWKHU�WKDQ�WKRVH�RI�RQH
V�RZQ�FODQ�FDQ�EH�
DSSUHFLDWHG�UDWKHU�WKDQ�UHSXGLDWHG��6HSDUDWH�ZRUOG�YLHZV�SUHVHQW�WKH�RFFDVLRQ�QRW�IRU�PXWXDO�GHVWUXFWLRQ�EXW�IRU�
IDVKLRQLQJ�D�VRFLHWDO�IUDPHZRUN�ZLWKLQ�ZKLFK�VXFK�YDULDQFH�FDQ�EH�HQFRXUDJHG�DQG�QRXULVKHG��,GHDOO\�WKH�
VHFXODU�FLW\�LV�VXFK�D�VRFLHW\��,W�SURYLGHV�D�VHWWLQJ�LQ�ZKLFK�D�KRGJHSRGJH�RI�KXPDQ�SXUSRVHV�DQG�SURMHFWV�FDQ�
WKULYH�EHFDXVH�HDFK�UHFRJQL]HV�LWVHOI�DV�SURYLVLRQDO�DQG�UHODWLYH��$XWKHQWLF�VHFXODULW\�GHPDQGV�WKDW�QR�ZRUOG��
YLHZ��QR�WUDGLWLRQ��QR�LGHRORJ\�EH�DOORZHG�WR�EHFRPH WKH RIILFLDOO\�HQIRUFHG�ZRUOG�YLHZ�EHVLGH�ZKLFK�QR�RWKHUV�
DUH�WROHUDWHG��7KLV�LQ�WXUQ�UHTXLUHV�SOXUDOLVWLF�VRFLDO�DQG�SROLWLFDO�LQVWLWXWLRQV������

7KH�VKDSLQJ�RI�WKH�LGHDO�VHFXODU�FLW\�GHPDQGV�HQRUPRXV�VRFLDO�PDWXULW\�DQG�UHVSRQVLELOLW\��,W�DOVR�FDOOV�
IRU�SKLORVRSKLFDO�GHSWK�DQG�D�VHQVH�RI�UHVWUDLQW��VLQFH�WKH�WUDQVLWLRQ�IURP�WKH�WUDGLWLRQ�RI�GRJPD�WR�WKH�FRQGLWLRQ�
RI�GLYHUVLW\�LV�QRW�HDV\��'LYHUVLW\�RI�EHOLHI�LV�FHUWDLQO\�WKH�SUHUHTXLVLWH�IRU�IUHHGRP��DQG�LW�PD\�HYHQ�EH�WKH�
FRQFRPLWDQW�RI�FUHDWLYLW\��WKRXJK�WKH�0LGGOH�$JHV�DV�ZHOO�DV�WKH�2ULHQW�DUJXH�DJDLQVW�LW���%XW�FDUULHG�WR�LWV�
H[WUHPH²WR�WKH�SRLQW�DW�ZKLFK�GLYHUVLW\�LWVHOI�EHFRPHV�WKH�VXEVWDQFH�RI�EHOLHI²LW�FUHDWHV�LWV�RZQ�GDQJHUV��7KH�
KHDOWK\�UHDFWLRQ�DJDLQVW�LQVWLWXWLRQDOL]HG�GRFWULQHV�LV�QRW�FRPSOHWH�XQOHVV�LW�DOVR�LQYROYHV�WKH�IRUPXODWLRQ�RI�
DOWHUQDWLYH�SULQFLSOHV�RI�VRFLDO�FRQWUDFW�DQG�DOWHUQDWLYH�YLHZV�RI WKH�UROH�RI�WKH�LQGLYLGXDO��)OXLG��IUDJLOH��DQG�
IUDJPHQWDU\�LGHDV�FDQQRW�SURYLGH�HLWKHU�ODVWLQJ�LQVLJKW�RU�DQ�HQGXULQJ�EDVLV�IRU�DFWLRQ��3RSXODU�QRWLRQV��VKLIWLQJ�
ZLWK�WKH�ZLQG��PD\�DFFXUDWHO\�UHIOHFW�WKH�XQGHUO\LQJ�SV\FKRORJLFDO�DQG�VRFLDO�WHQVLRQV�RI�RXU�UDSLGO\�FKDQJLQJ�
UHDOLW\��EXW�GR�WKH\�SURYLGH�DQ�HQGXULQJ�EDVLV�HLWKHU�IRU�XQGHUVWDQGLQJ�LW�RU�IRU�PDVWHULQJ�LW"�,QWHOOHFWXDO�UHOD��
WLYLVP�PD\�QRW�VXIILFH�WR�PHHW�WKH�FKDOOHQJH�RI�VXEMHFWLYH�DFWLYLVP��ZKLFK�LV�LQWHQVHO\�LQWROHUDQW�EHFDXVH�LW�LV�
GHULYHG�IURP�SXUHO\�SHUVRQDO�FULWHULD�IRU�HYDOXDWLQJ�UHDOLW\��7KLV�SUREOHP�QRW�RQO\�DULVHV�LQ�V\VWHPV�LQ�ZKLFK�
IRUPDOL]HG�EHOLHIV�SOD\�D�GHFLVLYH�UROH��,W�DOVR�FRQIURQWV�WKH�:HVWHUQ�OLEHUDO�GHPRFUDWLF�VWDWHV��7KHVH��WRR��GHSHQG�
RQ�D�V\PELRVLV�RI�LGHDV�DQG�LQVWLWXWLRQV��WKRXJK�LQ�PXFK�OHVV�IRUPDO��PRUH�LPSOLFLW�ZD\V��7KH�WXUEXOHQFH�
DIIOLFWLQJ�FRPPXQLVP�DQG�&KULVWLDQLW\�LV�YLVLEOH�DQG�GLUHFW��ZLWK�UHVWOHVV�LGHDV�FRQIURQWLQJ�XQ\LHOGLQJ�
LQVWLWXWLRQV��WKH�FULVLV�RI�DOOHJLDQFH�WR�OLEHUDO�GHPRFUDF\�LV�PXFK�PRUH�HOXVLYH�EXW QRW�OHVV�UHDO��7KH�HIIHFWLYH�
ZRUNLQJ�RI�D�OLEHUDO�GHPRFUDWLF�VWDWH�UHTXLUHV�D�FRPELQDWLRQ�RI�VRFLDO�GHYRWLRQ�WR�WKH�DEVWUDFW�LGHD�RI�GHPRFUDF\�
DQG�RI�OHJDOLVP�LQ�SUDFWLFH�WKDW�FDQ�HDVLO\�EH�VWUDLQHG�E\�FRQGLWLRQV�RI�VWUHVV�DQG�FULVLV��$�GHPRFUDWLF�SURFHVV��
PRUHRYHU��LV�GLIILFXOW�WR�GUDPDWL]H��LQ�FRQWUDVW�WR�VXFK�QRWLRQV�DV�UHYROXWLRQ��LQMXVWLFH��DQG�IUHHGRP��,QVWHDG��LW�
FDOOV�PRUH�SURVDLFDOO\�IRU�D�KLJK�GHJUHH�RI�SURFHGXUDO�FRPPLWPHQW��WKDW�LV��D�FRQFHUQ�ZLWK�WKH�PHDQV�DV�ZHOO�DV�
ZLWK�WKH�HQG�RI�WKH�SURFHVV��8QOHVV�LQIXVHG�ZLWK�QHZ�PRUDO�FRQWHQW��SURFHGXUDO�FRPPLWPHQW�PD\�QRW�VXIILFH�LQ�D�
FRQIURQWDWLRQ�ZLWK�LVVXHV�WKDW�DUH�SRVHG�DV�DEVROXWHV�DQG�WKDW�DUH�VDLG�WR�UHTXLUH�SDVVLRQ²UDWKHU�WKDQ�
SURFHGXUH²IRU�WKHLU�UHVROXWLRQ��

���+LVWULRQLFV�DV�+LVWRU\�LQ�7UDQVLWLRQ�
�:H�UHMHFW�WKH�ZRUOG��ZH�DUH�QR�ORQJHU�HYHQ�
WUDLWRUV�
�VLQFH�WKLV�ZRXOG�LPSO\�DQ�DIILQLW\�ZLWK�ZKDW�ZH�

DUH�EHWUD\LQJ��:H�DUH�WKH�9LHW�&RQJ�RI�WKRXJKW��������7KH�SKLORVRSK\�RI�WRPRUURZ�ZLOO�EH�WHUURULVW��QRW�D�
SKLORVRSK\�RI�WHUURULVP�EXW�D�WHUURULVW�SKLORVRSK\�DOOLHG�ZLWK�DQ�DFWLYH�SROLF\�RI�WHUURULVP������7KHVH�ZRUGV�RI�D�
\RXQJ�6RUERQQH�SKLORVRSKHU�FRQYH\�WKH�GHJUHH�WR�ZKLFK�HPRWLRQ�KDV�FRPH�WR�VXEVWLWXWH�IRU�UHDVRQ�DV�D�UHVXOW�RI�
WKH�UHDFWLRQ�WR�ZKDW�PDQ\�IHHO�KDV�EHHQ�WKH�IDLOXUH�RI�UDWLRQDOLVP�LQ�DFWLRQ��7KH��UHMHFWLRQ��RI�WKH�ZRUOG�LV�LQ�

�1RQHWKHOHVV��WKHVH�H[WHUQDO�FRQWUROV�DUH�LQFUHDVLQJO\�LQFDSDEOH�RI�PDVNLQJ�WKH�HYLGHQW�ODFN�RI�FRPPLWPHQW�ZLWKLQ��,W�LV�UHYHDOLQJ�WR�QRWH�
WKDW�LQ�������ZKHQ�WKH�DQWL�LQWHOOHFWXDO�DQG�DQWL�6HPLWLF�SXUJH�LQ�FRPPXQLVW�3RODQG�FRPSHOOHG�VRPH�FRPPXQLVW�LQWHOOHFWXDOV��XQWLO�WKDW�
PRPHQW�TXLWH�RUWKRGR[�LQ�WKHLU�OR\DOW\��WR�OHDYH�WKH�FRXQWU\��D�QXPEHU�RI�WKHP�LPPHGLDWHO\�PRYHG�WR�WKH��FDSLWDOLVW��8QLWHG�6WDWHV��VHHNLQJ�
HPSOR\PHQW�LQ�YDULRXV�LQVWLWXWLRQV�VSHFLDOL]LQJ�LQ�WKH�VWXG\�RI�FRPPXQLVP�DQG�YLHZHG�LQ�WKH�(DVW�DV�LQWULQVLFDOO\�DQWL�FRPPXQLVW�



�������

HVVHQFH�WKH�UHMHFWLRQ�RI�SUHYDLOLQJ�PRGHV�RI�WKRXJKW�DQG�WKH�VXEVWLWXWLRQ�RI�HFVWDV\�DQG�DFWLRQ�LQ�WKH�VHUYLFH�RI�
DQ�DEVWUDFW�FRQFHSW�RI�UHYROXWLRQ��<HVWHUGD\
V��HVFDSH�IURP�IUHHGRP��KDV�LWV�HTXLYDOHQW�LQ�WRGD\
V�HVFDSH�IURP�
UHDVRQ��

(VFDSH�IURP�5HDVRQ�
,Q�LWV�H[WUHPH�IRUP��WKLV�PRRG²GUDPDWL]HG�E\�WKH�VWXGHQW�ULRWV�LQ�&DOLIRUQLD��DW�&ROXPELD�8QLYHUVLW\��

WKURXJKRXW�)UDQFH��LQ�:HVW�%HUOLQ��LQ�/RQGRQ��5RPH��%HOJUDGH��:DUVDZ��7RN\R��DQG�PXFK�PRUH�OHWKDOO\�DW�WKH�
8QLYHUVLW\�RI�0H[LFR��ZKHUH�VFRUHV�RI�VWXGHQWV�ZHUH�NLOOHG�LQ�WKH�IDOO�RI��������WR�VD\�QRWKLQJ�RI�WKH�PDQ\�OHVV�
SXEOLFL]HG�LPLWDWLRQV�HOVHZKHUH²KDV�HOHYDWHG�DFWLRQ�IRU�DFWLRQ
V�VDNH�LQWR�D�PRUDO�SULQFLSOH���$FWLRQ�LV�WKH�RQO\�
UHDOLW\��QRW�RQO\�UHDOLW\�EXW�PRUDOLW\ DV�ZHOO��SURFODLPHG�$EELH�+RIIPDQ��WKH�OHDGHU�RI�WKH�$PHULFDQ�<LSSLHV�����
+H�ZDV�HFKRHG�ERWK�PRUH�EHOOLJHUHQWO\�DQG�PRUH�HFVWDWLFDOO\��E\�KLV�*HUPDQ�FRXQWHUSDUW��'DQLHO�&RKQ�%HQGLW��
WKH�OHDGHU�RI�WKH������)UHQFK�VWXGHQW�VWULNH�ZKR�GHFODUHG�WKDW��YLROHQFH�LV KDSSLQHVV������$V�WZR�REVHUYHUV�
V\PSDWKHWLF�WR�WKH�QHZ�UDGLFDO�PRYHPHQWV�H[SODLQHG�LW��WKH�FRQWHPSRUDU\�UHEHOV��WKLQN�WKDW�WKH�LYRU\�WRZHUHG�
PHQ�RI�LGHDV�KDYH�FKHDWHG�WKHP��OLHG�WR�WKHP��DQG�WKDW�DFWLRQ�DQG�VSRQWDQHRXV�H[SHULHQFH�ZLOO�VKRZ�WKHP�WKH�
WUXWK������

)URP�WKLV�DWWLWXGH�LV�GHULYHG�WKH�YLHZ�WKDW�UHDVRQ�E\�LWVHOI�LV�VXVSHFW��WKDW�LW�PXVW�EH�EXWWUHVVHG�E\�
HPRWLRQ��DQG�WKDW�LI�D�FKRLFH�KDV�WR�EH�PDGH��HPRWLRQ�LV�D�EHWWHU�JXLGH�WKDQ�UHDVRQ��6HHLQJ�LQ�WKH�ZRUOG�DURXQG�
WKHP�ERWK�K\SRFULV\�DQG�WKH�IDLOXUH RI�UHDVRQ�²ZLWK�UHDVRQ�LQ�WKH�VHUYLFH�RI�HYLO��ZKLFK�HLWKHU�PDNHV�LW�D�VODYH�
RI�LGHRORJ\�RU�HPSOR\V�LW�DV�D�VFLHQWLILF�WRRO�WR�LPSURYH�ZDU�PDNLQJ�HIILFLHQF\²HYHQ�PRGHUDWH�GLVVHQWHUV�
FRQGHPQHG�FRQWHPSRUDU\�OLEHUDOV�IRU�WKHLU�ODFN�RI�SDVVLRQ���,Q�FROG�UHDVRQ�WKH\�VDZ PRUH�WKDQ�D�PHUH�DEVHQFH�RI�
PRUDO�LQGLJQDWLRQ��D�FRPPLWPHQW�WR�WKH VWDWXV�TXR� D�ZLOOLQJQHVV�WR�HIIHFW�RQO\�PDUJLQDO�FKDQJH��DQG�D�
GHWHUPLQDWLRQ�WR�DYRLG�FRQIURQWLQJ�WKH�PRUH�EDVLF�PRUDO�LVVXHV����

5HOLDQFH�RQ�SDVVLRQ�DQG�DFWLRQ�KDG�WKH�DGGHG�DGYDQWDJH�RI�QRW�UHTXLULQJ�D�SURJUDPPDWLF�EOXHSULQW��,Q�
FRQWUDVW��WKH�ROG�LGHRORJLHV�RIIHUHG�ERWK�D�FULWLTXH�RI�WKH�SUHVHQW�DQG�D�EOXHSULQW�IRU�WKH�IXWXUH��WKXV�RSHQLQJ�
WKHPVHOYHV�WR�FULWLFLVP�RQ�WKH�OHYHO�RI�ERWK�SUDFWLFDOLW\��,V�WKHLU�XWRSLD�DWWDLQDEOH"��DQG�SHUIRUPDQFH��:K\�KDVQ
W�
WKH�XWRSLD�EHHQ�DFKLHYHG"���7KH�SROLWLFV�RI�HFVWDV\�GR�QRW�UHTXLUH�D�SURJUDP�WR�JHQHUDWH�DFWLRQ��DQG�WKHLU�
DGKHUHQWV�ZHUH�WKHUHIRUH�QRW�JUHDWO\�WURXEOHG�E\�WKH�SDWURQL]LQJ�FULWLFLVP�RI�WKHLU�SURJUDPPDWLF�YDFXLW\�
DGYDQFHG�IURP�WKH VRFLDOLVW�ROG�OHIW�DQG�IURP�WKH HVWDEOLVKHG�FRPPXQLVW�SDUWLHV��Á�2Q�WKH�FRQWUDU\��WKH\�DUJXH�WKDW�
LW�LV�QRW�WKURXJK�LQVWLWXWLRQDO�UHIRUPV�VSHOOHG�RXW�LQ�SURJUDPV�EXW�WKURXJK�WKH�FUHDWLRQ�RI�D�FRPPXQLW\�RI�
HPRWLRQ�WKDW�WUXH�IUHHGRP�FDQ�EH�DWWDLQHG��%\�FUHDWLQJ�WKDW�HPRWLRQDO�VWDWH��WKH�UHEHOV�RI�WKH�ODWH�����V�KRSHG�WR�
RYHUFRPH�WKH�VH[XDO�RSSUHVVLRQ�DQG��RQH�GLPHQVLRQDO��TXDOLW\�RI�PRGHUQ�LQGXVWULDO�VRFLHW\��+HUEHUW�0DUFXVH
V�
2QH�'LPHQVLRQDO�0DQ KDV�SURYLGHG�WKHP�ZLWK�DQ�LQWHOOHFWXDO�IUDPH�RI�UHIHUHQFH��PXFK�DV�)UDQW]�)DQRQ
V�ERRNV�
H[DOWLQJ�UDFLDO�YLROHQFH�KDYH�GRQH�IRU�WKH�UHEHOV�LQ�VRPH�DUHDV�RI�WKH�7KLUG�:RUOG���WKRXJK�KLV�DGYLFH�DQG�SUR��
JUDP�DUH�OLPLWHG���)RU�WKH�PRPHQW�WKH�FRQFUHWH�DOWHUQDWLYH�LV�VWLOO�RQO\�WKH�QHJDWLRQ������

7KH�FDOO�IRU��WUXH�IUHHGRP���KRZHYHU��SHUPLWV�WKH�VXEYHUVLRQ�RI�FRQYHQWLRQDO�IUHHGRP��DQG�KHUHLQ�OLHV�
RQH�RI�WKH�EDVLF�FRQWUDGLFWLRQV�RI�WKH�PRYHPHQW��/HRSROG�/DEHG]�SHUFHSWLYHO\�QRWHG�WKH�VWULNLQJ�UHVHPEODQFH�
EHWZHHQ�WKH�URPDQWLF�DQDUFKLVP�RI�WKH�FRQWHPSRUDU\�VWXGHQW�UHYROXWLRQ�DQG�WKH�YLHZV�RI�0D[�6WLUQHU��ZKR�
DVVHUWHG�LQ������WKDW��D�SHRSOH�FDQQRW�EH�IUHH�RWKHUZLVH�WKDQ�DW�WKH�LQGLYLGXDO
V�H[SHQVH������7KXV��WKH�UHEHOOLRQ�
DJDLQVW�WKH��RSSUHVVLYH�IUHHGRP��RI�WKH�:HVW�FDQ�HQWDLO�ERWK�OLPLWDWLRQ�RQ�WKH�IUHHGRP�RI�WKRVH�ZKR GD QRW�VKDUH�
WKH�LGHDOV�RI��WUXH��IUHHGRP�DQG�UHODWLYH�LQGLIIHUHQFH�WR�WKH�VXSSUHVVLRQ�RI�IUHHGRP�LQ�WKH�(DVW��0RUHRYHU��WKH�
ULJKW WR VSHDN�RU�ZULWH�IUHHO\�FDQ�EH�GHQLHG�DQG�LWV�H[HUFLVH�GLVUXSWHG�E\�YLROHQFH��VLQFH�WKDW�YLROHQFH�LV�
PRWLYDWHG�E\�DQ�HPRWLRQDO�FRPPLWPHQW�WR�IUHHGRP�DQG�LV�GHVLJQHG�WR�DVVHUW�LW��7KH�GHILQLWLRQ�RI�IUHHGRP�LV�WKXV�
GHULYHG�IURP�D�VXEMHFWLYH�LQQHU�FRQYLFWLRQ�WKDW�RQH�LV�ULJKW�DQG�QRW�IURP�WKH�H[WHUQDO�SDWWHUQ�RI�UHODWLRQV�
JXDUDQWHHLQJ�FKRLFH�DQG�SURWHFWLRQ�WR�WKH�LQGLYLGXDO��ZKDWHYHU�KLV�YLHZV��

7KH�LQWHOOHFWXDO²WKRXJK�QRW�WKH�VRFLDO²VHULRXVQHVV�RI�WKLV�SKHQRPHQRQ�ZDV�IXUWKHU�GLOXWHG�E\�D�
FHUWDLQ�DUWLILFLDOLW\�RQ�WKH�OHYHO�RI�SROLWLFDO�H[SUHVVLRQ��7KRXJK�HYHU\�JHQXLQH�UHYROXWLRQ�LQHVFDSDEO\�SDUWDNHV�RI�
WKH�SDVW��LW�DFTXLUHV�LWV�RZQ�GLVWLQFWLYH�FKDUDFWHU��VW\OH��DQG�UKHWRULF�SUHFLVHO\�EHFDXVH�LW�LV�D�UHYROXWLRQ��D�VKDUS�
EUHDN�ZLWK�WKH�SDVW��7KH�3DULV�&RPPXQH�GLIIHUHG�LQ�WKHVH�UHVSHFWV�IURP�WKH�)UHQFK�5HYROXWLRQ��DQG�WKH�

�,Q�'HFHPEHU�������DW�D�PDMRU�LQWHUQDWLRQDO�FRQIHUHQFH�KHOG�DW�3ULQFHWRQ�RQ�WKH�VXEMHFW�RI�$PHULFD
V�IXWXUH��RQH�RI�WKH�DFFXVDWLRQV�PDGH�E\�
D�VWXGHQW�OHDGHU�ZDV�WKDW�WKH�HVWDEOLVKHG�OLEHUDO�SDUWLFLSDQWV�WHQG�WR�UHO\�RQ�UHDVRQ�DW�WKH�H[SHQVH�RI�SDVVLRQ��7KLV�FKDUJH�SURPSWHG�$UWKXU�
6FKOHVLQJHU�WR�UHPDUN���5HDVRQ�ZLWKRXW�SDVVLRQ�LV�VWHULOH��EXW�SDVVLRQ�ZLWKRXW�UHDVRQ�LV�K\VWHULFDO��,�KDYH�DOZD\V�VXSSRVHG�WKDW�UHDVRQ�DQG�
SDVVLRQ�PXVW�EH�XQLWHG�LQ�DQ\�HIIHFWLYH�IRUP�RI�SXEOLF�DFWLRQ��,�FDQ�LPDJLQH�QRWKLQJ�ZRUVH�IRU�RXU�VRFLHW\�WKDQ�D�UHMHFWLRQ�RI�UHDVRQHG�
DQDO\VLV�E\�WKH�\RXQJ��,I�ZH�VXFFHHG�LQ�GHVWUR\LQJ�WKH�GLVFLSOLQH�RI�UHDVRQ��LI�ZH�PDNH�SROLWLFV�D�FRPSHWLWLRQ�LQ�SDVVLRQ��D�FRPSHWLWLRQ�LQ�
HPRWLRQ��D�FRPSHWLWLRQ�LQ�XQUHDVRQ�DQG�YLROHQFH��WKH�FHUWDLQ�RXWFRPH�ZRXOG�EH�WKH�GHIHDW�RI�WKH�OHIW���
��7KLV�FKDUJH�KDV�HYHQ�EHHQ�OHYHOHG�DJDLQVW�VFKRODUV�HQJDJHG�LQ�VWXGLHV�RI�WKH�IXWXUH��DQG�WKHLU��IXWXULVP��KDV�EHHQ�LQWHUSUHWHG�E\�FULWLFV�DV�
DQ�LPPRUDO�HVFDSH�IURP�WKH VRFLDO�GLOHPPDV�RI�WKH�SUHVHQW��,W�KDV�OHG�WR�VRPH�XQFRQVFLRXVO\�KXPRURXV�VLWXDWLRQV��VXFK�DV�WKH�RQH�DW�WKH�
DERYH�PHQWLRQHG�3ULQFHWRQ�FRQIHUHQFH��ZKHUH�D�PLOOLRQDLUH�UDGLFDO�DWWDFNHG��IXWXULVWV��IRU�QHJOHFWLQJ�WKH�UROH�RI�ZHDOWK�LQ�$PHULFDQ�VRFLHW\��
6KHGGLQJ�KLV�VDUWRULDO�HOHJDQFH�LQ�IDYRU�RI�WKH�PRUH�UHYROXWLRQDU\�RSHQ�QHFNHG�VKLUW�XQLIRUP��KH�XUJHG�WKH�DVVHPEOHG�WR��FKRRVH�HTXDOLW\�
DQG�IOHH�JUHHG���
Á�0D[�(DVWPDQ�VSRNH�IRU�PDQ\�ROG�VRFLDOLVWV�ZKHQ�KH�H[SUHVVHG�KLPVHOI�DV��NLQG�RI�VRUU\�IRU�WKHVH�\RXQJ�UHEHOV�WRGD\��������7KH\�KDYH�DQ�
HPRWLRQ�QRW�XQOLNH�RXUV��������7KH\�ZDQW�WR�PDNH�D�UHYROXWLRQ�EXW�WKH\�KDYH�QR�XOWLPDWH�SXUSRVH��,�KDYH�D�FHUWDLQ�HPRWLRQDO�V\PSDWK\�IRU�
WKHP��EXW�WKH\�DUH�UDWKHU�SDWKHWLF�EHFDXVH�WKH\�KDYH�QR�SODQ��7KH\�MXVW�VHHN�D�UHYROXWLRQ IRU�LWV�RZQ�VDNH���DV�FLWHG�E\�7KH�1HZ�<RUN�7LPHV��
-DQXDU\�����������&RPPXQLVW�VSRNHVPHQ�H[SUHVVHG�WKHPVHOYHV�PRUH�SXQJHQWO\��FRQGHPQLQJ�WKH�DVSLUDWLRQV�RI�WKH�QHZ�UHEHOV�DV��KDOI�EDNHG�
SLH�SHSSHUHG�ZLWK�VH[XDOLVP�DQG�QDUFRPDQLD���7U\EXQD�/XGX��0D\����������



�������

&RPPXQH�LQ�WXUQ�ZDV�QRW�UHSURGXFHG�E\�WKH�%ROVKHYLN�5HYROXWLRQ��<HW�LQ�UHFHQW�\HDUV�D�JUHDW�GHDO�RI�WKH�
VWXGHQW�UKHWRULF� V\PEROLVP��DQG�SHUVRQDO EHKDYLRXU KDV�WDNHQ�WKH�VHOI�FRQVFLRXV�IRUP�RI�D�KLVWULRQLF�
�KDSSHQLQJ��GHVLJQHG�DV�D�KLVWRULFDO�UH�HQDFWPHQW��

$W�WLPHV�LW�ZDV�WKH�)UHQFK�5HYROXWLRQ�WKDW�VHHPHG�WR�SURYLGH�WKH�VFHQDULR²HVSHFLDOO\�LQ�)UDQFH²EXW�
PRUH�RIWHQ�LW�ZDV�3HWUR�JUDG�DQG�+DYDQD�WKDW�ZHUH�EHLQJ�UH�HQDFWHG��7KH�VWXGHQW�OHDGHUV�LPDJLQHG�WKHPVHOYHV�DV�
KLVWRULFDO�ILJXUHV��EXW�LQ�WKHLU�LPLWDWLYHQHVV�WKH\�RIWHQ�YHUJHG�RQ�WKH�DEVXUG��'XULQJ�WKH������FULVLV DW�&ROXPELD�
8QLYHUVLW\��WKH�OHDGHU�RI�WKH�VWXGHQW�PLOLWDQWV�LVVXHG�D�SDPSKOHW�EHDULQJ�/HQLQ
V�WLWOH���:KDW�,V�WR�%H�'RQH"��DQG�
VWXGHQWV�RFFXS\LQJ�RQH�RI�WKH�EXLOGLQJV�SURFODLPHG�WKHPVHOYHV��D�FRPPXQH���7KH�KHDGTXDUWHUV�RI�WKH�:HVW�
%HUOLQ�PLOLWDQWV�ZHUH FDOOHG��6PROQ\���5HYROXWLRQDU\�EHDUGV��LQ�VW\OHV�UDQJLQJ�IURP�/HQLQ�WR�&DVWUR�WR�0DU[��
DQG�FRPEDW�IDWLJXHV�D�OD�*XHYDUD�ZHUH�DOPRVW�PDQGDWRU\�FRVWXPHV�DJDLQVW�D�GHFRU�RI�HLWKHU�UHG�RU�EODFN�IODJV��

(YHQ�WKH�YLROHQFH�ZDV�RIWHQ�PRUH�WKHDWULFDO�WKDQ�UHDO��,Q�7RN\R�LW�WRRN�WKH�IRUP�RI�VW\OL]HG�EDWWOHV��LQ�
ZKLFK�DUPRUHG�FRPEDWDQWV�HPSOR\HG�VKLHOGV�DQG�VSHDUV��LQ�3DULV�D�WDFLW�DJUHHPHQW�EHWZHHQ�WKH�SROLFH�DQG�WKHLU�
RSSRQHQWV�OLPLWHG�ZHDSRQV�WR�WKRVH�XVHG�LQ�WKH�6WRQH�$JH��URFNV��FREEOHVWRQHV��DQG�FOXEV���2QO\�LQ�0H[LFR�ZDV�
YLROHQFH�JHQXLQH�LQ�WKH�VHQVH�WKDW�DOO�DYDLODEOH�PHDQV�ZHUH�HPSOR\HG��DV�LV�WUXH�LQ�UHDO�UHYROXWLRQV����

7R�GHILQH�WKH�KLVWRULFDO�VLJQLILFDQFH�RI�WKHVH�HYHQWV��LW�LV�QHFHVVDU\�WR�ORRN�EH\RQG�WKH�YLROHQFH�DQG�WKH�
VORJDQV��EH\RQG�WKH�VXSHUILFLDO�VLPLODULW\�DPRQJ�WKH�RXWEXUVWV�WKDW�VZHSW�VR�PDQ\�FLWLHV�LQ����PDQ\�SDUWV�RI�WKH�
ZRUOG�LQ�VR�VKRUW�D�WLPH��$�FORVHU�DQDO\VLV�LPPHGLDWHO\�UHYHDOV�DQ�LPSRUWDQW�GLVWLQFWLRQ��VRPH�DVSHFWV�RI�WKH�
PDQLIHVWDWLRQV�ZHUH�FOHDUO\�SROLWLFDO�LQ�FKDUDFWHU�DQG�SXUSRVH��RWKHUV²WKRXJK�OLQNHG�ZLWK�WKH�SROLWLFDO��WKRXJK�
VKDULQJ�ZLWK�LW�D�FHUWDLQ�XQLYHUVDOLW\�RI�DVSLUDWLRQV��DQG�WKRXJK�SURYLGLQJ�LW�ZLWK�D�PDVV�HPRWLRQDO�EDVH��ZHUH�
PXFK�PRUH�VRFLR�SV\FKRORJL�FDO�LQ�RULJLQ�DQG�YDJXHO\�PRUDO�DQG�HWKLFDO�LQ�FRQWHQW��/LQNHG�WRJHWKHU� HDFK�
WHQGHG�WR�REVFXUH�WKH�VSHFLILF�FKDUDFWHU�RI�WKH�RWKHU��

7KH�3ROLWLFDO�'LPHQVLRQ�
7KH�GLVWLQFWLRQ�EHWZHHQ�WKH�WZR�LV�LPSRUWDQW�WR�DQ�XQGHUVWDQGLQJ�RI�ZKDW�ZDV�LQYROYHG�DQG�RI�ZKDW�LW�

SRUWHQGV��7KH�SROLWLFDO�PDQLIHVWDWLRQV�DUH�LQ�VRPH�UHVSHFWV�HDVLHU�WR GLVVHFW�DQG�DQDO\]H��%URDGO\�VSHDNLQJ��WKH\�
IHOO�LQWR�WZR�FDWHJRULHV��,Q�WKH�:HVW��DQG�SDUWLFXODUO\�LQ�WKH�8QLWHG�6WDWHV��WKH�SROLWLFDOO\�PRWLYDWHG�PLOLWDQWV�
GUHZ�RQ�ERWK�WKH�LGHRORJLFDO�OHJDF\�RI�WKH�ROG�OHIW
V�DWWDFN�DJDLQVW�FDSLWDOLVW�VRFLHW\�DQG�RQ�WKH�PRUH�UHFHQW�VHQVH�
RI�RXWUDJH�DERXW�WKH�ZDU�LQ�9LHWQDP��$V�WKH��LPSHULDOLVW��DQG��FDSLWDOLVW��VRFLHW\�SDU�H[FHOOHQFH��WKH�8QLWHG�
6WDWHV�SURYLGHG�WKH�PDMRU�WDUJHW��7KH�ZDU�VHUYHG�DV�D�FDWDO\VW�IRU�HPRWLRQV��DV�WKH�EDVLV�IRU�LQWHUQDWLRQDO�XQLW\�
DPRQJ�WKH \RXQJ�PLOLWDQWV��DV�D�ERQG�EHWZHHQ�WKH�ROG�OHIWLVWV�DQG�WKH�QHZ��DQG�DV�D�OLQN�EHWZHHQ�WKH�SROLWLFDOO\��
PLQGHG�DQG�WKH�HWKLFDOO\�FRQFHUQHG��Á�

7KRVH�PRWLYDWHG�E\�VWULFWO\�SROLWLFDO�FRQFHUQV�DSSHDU�WR�KDYH�EHHQ�D�UHODWLYHO\�VPDOO�PLQRULW\�RI�WKH�
UHVWOHVV�\RXWK��EXW�WKH\�SURYLGHG�LQIOXHQWLDO�OHDGHUVKLS��,W�ZDV�WKH�SROLWLFDOO\�PLQGHG�ZKR�UHVXVFLWDWHG�WKH�
DQDUFKLVW�FULWLTXH�RI�RUJDQL]HG�VRFLHW\��ZKR�UHYLYHG�WKH�7URWVN\LWH�VORJDQ�RI�WKH�SHUPDQHQW�UHYROXWLRQ��DQG�LW�
ZDV�WKH\�ZKR�GHILQHG�WKH�PRUH�VSHFLILFDOO\�SROLWLFDO�REMHFWLYHV��VXFK�DV�WKH�FDOO�IRU�LPPHGLDWH�8QLWHG�6WDWHV�
ZLWKGUDZDO�IURP�9LHWQDP���$V�WKH�PRYHPHQW�JDLQHG�PRPHQWXP�DQG�EURDGHQHG�LWV�DSSHDO��WKH�SROLWLFDO�
REMHFWLYHV²SHUKDSV�UHVSRQGLQJ�WR�WKH�OHVV�FOHDUO\�GHILQHG�HWKLFDO�DQG�SV\FKRORJLFDO�QHHGV�RI�WKH IROORZLQJ²�
ZHUH�ZLGHQHG�DQG�EHFDPH�ERWK�YDJXHU�DQG�PRUH�GHPDQGLQJ��,W�ZDV�QR�ORQJHU�D�PDWWHU�RI�HQGLQJ�D�SDUWLFXODU�
JRYHUQPHQWDO�SROLF\�RU�RI�HIIHFWLQJ�D�VSHFLILF�UHIRUP��WKH�XQGHUO\LQJ��V\VWHP�²FDSLWDOLVW�LQ�FKDUDFWHU�DQG�KHQFH�
IXQGDPHQWDOO\�LUUHPHGLDEOH²KDG�WR�EH�XQGRQH�EHIRUH�WUXH�UHIRUPV�FRXOG�EH�DFKLHYHG��7KH�VSHFLILFV�UHPDLQHG�

� ,Q�DOO�RI�)UDQFH²GHVSLWH�WKH�DSSDUHQW�WHPSRUDU\�FROODSVH�RI�DXWKRULW\�LQ�0D\�����²RQO\�RQH�SHUVRQ�GLHG��DQG�VRPHZKDW�DFFLGHQWDOO\�DW�
WKDW��
� %XW�WKRXJK�WKH�VW\OH�DQG�WKH�IRUPDW�RI�WKH�VWXGHQW�UHEHOOLRQ�ZDV�FRQWULYHG�DQG�LWV�DVSLUDWLRQV�DOPRVW�GHOLEHUDWHO\�XQDWWDLQDEOH��RQH�RI�WKH�
PRVW�SRSXODU�VORJDQV�RI�WKH�0D\������RXWEUHDN�LQ�3DULV�ZDV��%H�UHDOLVWV��GHPDQG�WKH�LPSRVVLEOH�����DW�OHDVW�LWV�\RXWKIXOQHVV�ZDV�DXWKHQWLF��
7KH�VDPH�FDQQRW�EH�VDLG�RI�WKH�PLGGOH�DJHG�DGPLUHUV�RI�WKH�PLOLWDQWV��ZKR²WKRXJK�PRVW�RIWHQ�SK\VLFDOO\�SDVVLYH²RXWGLG�WKHPVHOYHV�LQ�
WKHLU�HIIRUWV�WR�GULQN�DJDLQ�DW�WKH�IRXQWDLQ�RI�\RXWK�E\�YLFDULRXV�LGHQWLILFDWLRQ�ZLWK�\RXWK
V�H[XEHUDQFH��9HUEDO�H[FHVV�ZDV�PRVW�RIWHQ�WKH�
PHDQV�XVHG�WR�DWWDLQ�WKLV�LGHQWLILFDWLRQ
��7KXV��RQH�$PHULFDQ�VFKRODU�DFFXVHG�WKRVH�FULWLFDO�RI�WKH�DEXVHV�SHUSHWUDWHG�E\�VRPH�PLOLWDQWV�RI�
OLWHUDOO\�ZDJLQJ��D�ZDU�DJDLQVW�WKH�\RXQJ���ZKLFK�KH�FRPSDUHG�WR�WKH�ZDU�LQ�9LHWQDP��KH�FDOOHG�IRU�D��FXOWXUDO�UHYROXWLRQ��LQ�$PHULFD��
�5LFKDUG�3RLULHU���7KH�:DU�DJDLQVW�WKH�<RXQJ���7KH�$WODQWLF� 2FWREHU������� &DVHV�RI�PLGGOH�DJHG�H[XEHUDQFH�ZHUH�QRW�LVRODWHG�
SKHQRPHQD��$V�/DEHG]�SXW�LW���7KHUH�FDQ�EH�OLWWOH�GRXEW�WKDW�LQ�PDQ\�FDVHV OHV�SDUHQWV�WHUULEOHV DUH�ZRUVH�WKDQ OHV�HQIDQWV�WHUULEOHV� 6RPH�RI�
WKHP�KDYH�PRYHG�IURP�UHYROW�DJDLQVW�
SRYHUW\�DPLGVW�SOHQW\
�LQ�WKH�WKLUWLHV�WR�D�UHYROW�DJDLQVW�DIIOXHQW�VRFLHW\�LQ�WKH�VL[WLHV��DW�WKH�WLPH�DV�
WKH\�WKHPVHOYHV�PRYHG�IURP�SRYHUW\�WR�DIIOXHQFH��WR�SUDFWLFH�DOLHQDWLRQ�DW��������GROODUV�D�\HDU��7KH�UHYROXWLRQDU\�(VWDEOLVKPHQW�RI�1HZ�
<RUN�DQG�/RQGRQ��WKULOOHG�ZLWK�UHYROXWLRQDU\�SURVSHFWV��DQG�GLVSOD\LQJ�WKH�FKDUDFWHULVWLF 6DORQ�0DRLVPXV� FRQWULEXWHV�WR�WKH�RUJ\�RI�
VQREEHU\�DWWHQGDQW�XSRQ�WKH�FXUUHQW�8WRSLDQ�ZDYH��/RQJ�EHIRUH�WKH�
%ODFN�3RZHU
�VSRNHVPHQ�DVNHG�WKH�VWXGHQWV�DVVHPEOHG�DW�WKH�/RQGRQ�6FKRRO�RI�(FRQRPLFV�WR�HVWDEOLVK�WKH�5HYROXWLRQDU\�6RFLDOLVW�6WXGHQW�
)HGHUDWLRQ��ZKHWKHU�WKH\�NQRZ�KRZ�WR�PDNH�D�SHWURO�ERPE��WKH 1HZ�<RUN�5HYLHZ�RI�%RRNV SXEOLVKHG�D�GLDJUDP�RI�DQG�D�UHFLSH�IRU�D�
0RORWRY�FRFNWDLO�RQ�LWV�FRYHU�SDJH��7KLV�KDV�QRW�SUHYHQWHG��RI�FRXUVH��LWV�SROLWLFDO�ZULWHUV�IURP�GHSORULQJ�
$PHULFDQ�YLROHQFH�
�,Q�)UDQFH�WKH�
VHOI�DEDVHPHQW�RI�WKH�HOGHUO\�
SURJUHVVLYHV
�UHDFKHG�LWV�SHDN�GXULQJ�WKH�0D\�UHYROXWLRQ�
�$W�WKH�PHHWLQJ�RI�-HDQ�3DXO�6DUWUH�ZLWK�WKH�VWXGHQWV�DW�WKH�6RUERQQH��0D[�3RO��
)RXFKHW�H[�FLDLPHG�ZLWK�SDWKRV�DSSURSULDWH�WR�WKH�RFFDVLRQ��
5HSUHVHQWLQJ�D�JHQHUDWLRQ�ZKLFK�KDV�IDLOHG��,�DVN�\RX�QRW�WR�IDLO�
���/HRSROG�
/DEHG]���6WXGHQWV�DQG�5HYROXWLRQ�� 6XUYH\ >/RQGRQ@��-XO\�������SS����������
Á�7KH�ZDU�WKXV�VHUYHG�WKH�VDPH�IXQFWLRQ�DV�WKH HDUOLHU�FDPSDLJQV�DJDLQVW�QXFOHDU�ERPEV�LQ�DOORZLQJ�IRU�WKH�H[SUHVVLRQ�RI�HVVHQWLDOO\�PRUDO�
FRQFHUQV�E\�WKH�DGRSWLRQ�RI�DQ�DQWL�8QLWHG�6WDWHV�SROLWLFDO�SRVWXUH��)UDQN�3DUNLQ��LQ�KLV�0LGGOH�&ODVV�5DGLFDOLVP��7KH�6RFLDO�%DVHV�RI�WKH�
%ULWLVK�&DPSDLJQ�IRU�1XFOHDU�'LVDUPDPHQW��0DQFKHVWHU���������VKRZV�KRZ�WKH�%ULWLVK�&1'�PRELOL]HG�PLGGOH�FODVV�VXSSRUW��GUDZQ�IURP�
DPRQJ�WKRVH�ZLWK�D�WUDGLWLRQ�RI�PRUDO�FRQFHUQ��LQWR�D�FDPSDLJQ�DJDLQVW��HYLO���7KH�FDPSDLJQ�UHOLHG�KHDYLO\�RQ�VPDOO�V\PEROLF�JHVWXUHV��VXFK�
DV�HFFHQWULF�GUHVV��EHDUGV��DQG�RWKHU�IRUPV�RI�GLVWLQFWLYH�EHKDYLRU�



�������

REVFXUH��ZKLOH�WKH�SURJUDPPDWLF�ODQJXDJH�UDQJHG�IURP�&RKQ�%HQGLW
V�H[DOWDWLRQ�RI�DFWLRQ²DQG�UHMHFWLRQ�RI�
FRPPXQLVP��²WR�D�UDWKHU�VLPSOLVWLF�UHSHWLWLRQ�RI�0DU[LVW�FDQW����

,Q�WKH LQLWLDO�SKDVHV�RI�WKH�FDPSDLJQ�DJDLQVW�WKH�9LHWQDP�ZDU��FRPPXQLVW�VXSSRUW²MXGJLQJ�IURP�
DSSURYLQJ�FRPPXQLVW�SURQRXQFHPHQWV²ZDV�SHUKDSV�LQYROYHG��EXW�FRPPXQLVW�DSSURYDO�ZDQHG�UDSLGO\�ZKHQ�WKH�
DQWL�LQVWLWXWLRQDO�FKDUDFWHU�RI�WKH�PRYHPHQW�EHFDPH�LQFUHDVLQJO\�HYLGHQW��,Q�WKH�H\HV�RI�PDQ\�SROLWLFDO�PLOLWDQWV��
WKH�FRPPXQLVW�V\VWHP�DOVR�UHSUHVHQWHG�EXUHDXFUDWLF�FRQVHUYDWLVP��VLQFH�LWV�RULJLQDO�UHYROXWLRQDU\�LGHDOV�KDG�
IRVVLOL]HG�LQWR�LQVWLWXWLRQDO�EHOLHIV��&RPPXQLVW�HQGRUVHPHQW�JUDGXDOO\�VKLIWHG�WR�FULWLFLVP�DQG�WKHQ�WR�
FRQGHPQDWLRQ��WKH�YLHZV�RI�WKH�PLOLWDQW�1HZ�/HIW�ZHUH�FKDUDFWHUL]HG�E\�D�6RYLHW�ZULWHU�DV��0DPDLVP��ZKLFK�
LQFRUSRUDWHV�LGHDV�RI�0DU[��0DUFXVH�DQG�0DR��D�FRPSOHWHO\�DUWLILFLDO�FRPELQDWLRQ������

7KRXJK�WKH�SROLWLFDO�PDQLIHVWDWLRQV�LQ�0H[LFR�&LW\��0DGULG��3UDJXH��DQG�:DUVDZ�SDUWRRN�RI�WKH�VDPH�
UHDFWLRQ�DJDLQVW�LQVWLWXWLRQDOL]HG�EHOLHI�DQG�VLPLODUO\�FDSLWDOL]HG�RQ�VRPH�RI�WKH�HWKLFDO�DQG�SV\FKRORJLFDO�VWUDLQV�
LQ�PRGHUQ�VRFLHW\��WKH\�ZHUH�PXFK�PRUH�VSHFLILF�LQ�IRFXV��OHVV�SUHGLVSRVHG�WRZDUG�HPRWLRQ��DQG�PRUH�LQFOLQHG�
WRZDUG�D�SURJUDPPDWLF�SROLWLFDO�DSSURDFK��,Q�DOO�IRXU�FDVHV��WKH�GHPRQVWUDWRUV
�GHPDQGV�ZHUH�FRQFHUQHG�ZLWK�WKH�
ORRVHQLQJ�RI�GLUHFW�SROLWLFDO�UHVWUDLQWV��DQG�WKH�OHDGHUV�GLG�QRW�KDYH�WR�FRQVWUXFW�DQ�HODERUDWH��RQH�GLPHQVURQDO�
PDQ��WKHVLV�WR�SURYH�WKDW�OLEHUDO�GHPRFUDF\�FDQ�DOVR�EH�RSSUHVVLYH�DQG�WKDW�LWV�WROHUDQFH�LV�LQ�IDFW�D�PDVNHG�IRUP�
RI�FRQVWUDLQW�����$V�D�UHVXOW��DW�OHDVW�RQ�WKH�SROLWLFDO�OHYHO��WKHLU�GHPDQGV�WRRN�WKH�IDPLOLDU�IRUP�RI�WKH�UHMHFWLRQ�RI�
RYHUW�SROLWLFDO�GLFWDWRUVKLS��DEROLWLRQ�RI�FHQVRUVKLS��WKH�ULJKW�RI�IUHH�DVVHPEO\��IUHHGRP�WR�WUDYHO��SROLWLFDO�
GHPRFUDF\��DQG�WKH�DEDQGRQPHQW�RI�ERWK�LGHRORJLFDO�PRQRSRO\�DQG�RSSUHVVLRQ�E\ VHFUHW�SROLFH��7KH�VLPLODULW\�
RI�WKH�SROLWLFDOO\�OLEHUWDULDQ�GHPDQGV�RI�WKH�VWXGHQWV�LQ�WKHVH�IRXU�FLWLHV�LV�VWULNLQJ�����

,W�VKRXOG�DOVR�EH�QRWHG�WKDW�WKH�VWXGHQWV�ZKR�GHPDQGHG�GLUHFW�SROLWLFDO�IUHHGRP�DFWHG�LQ�WKH�FRQWH[W�RI�D�
PXFK�PRUH�KRVWLOH�SROLWLFDO�HQYLURQPHQW��7KH�VWXGHQW�PLOLWDQWV�LQ�WKH�8QLWHG�6WDWHV��LQ�:HVWHUQ�(XURSH��DQG�LQ�
-DSDQ�OLWHUDOO\�EDVNHG�LQ�SXEOLFLW\��IURQW�SDJH�SLFWXUHV��WHOHYLVLRQ�LQWHUYLHZV��HFVWDWLF�HQGRUVHPHQWV�E\�PLGGOH��
DJHG�VXSSRUWHUV��HSLF�VRQJV�LPPRUWDOL]LQJ�WKHLU�GHHGV��DQG�ERRNV�LQ�ZKLFK�WKH�YDULRXV�FRQIURQWDWLRQV�ZHUH�
UHFRUGHG�LQ�SURVH�DQG�LQ�SKRWRJUDSKV��Á�*LYHQ�WKH�SOXUDOLVWLF�QDWXUH�RI�WKH�:HVWHUQ�VRFLHWLHV�DQG�WKH�FRPSHWLWLYH�
FKDUDFWHU�RI�WKHLU�FRPPXQLFDWLRQV�PHGLD��\RXWKIXO�PLOLWDQF\�ZDV�UHZDUGLQJ�WR�WKH�HJR² DQG�WKXV�DOVR�
LQIHFWLRXV��

7KLV�IDFWRU�PXVW�EH�WDNHQ�LQWR�DFFRXQW�ERWK�LQ�DQDO\]LQJ�WKH�G\QDPLFV�RI�HYHQWV�LQ�WKH�:HVW�DQG�LQ�
FRPSDULQJ�WKHP�ZLWK�HYHQWV�LQ�OHVV�SOXUDOLVWLF�VRFLHWLHV�����7KHUH�WKH�PDVV�PHGLD�HLWKHU�LJQRUHG�WKH�
GHPRQVWUDWLRQV�RU�FRQGHPQHG�WKHP��7KH�VWXGHQW�OHDGHUV�ZHUH�DEXVHG�DQG�DUUHVWHG��&RPPXQLFDWLRQV�EHWZHHQ�
LQVWLWXWLRQV²QRW�WR�VSHDN�RI�FLWLHV²UHTXLUHG�JUHDW�SHUVRQDO�HIIRUW��VDFULILFH��DQG�ULVN��<RXWKIXO�PLOLWDQF\�ZDV�
QRW�UHZDUGHG�ZLWK�VRFLDO�DFFODLP��0DGULG�DQG�:DUVDZ�UHVSRQGHG�ZLWK�SULVRQ�VHQWHQFHV�IRU�WKH�OHDGHUV�DQG�
XQLYHUVLW\�H[SXOVLRQ�IRU�WKH�SDUWLFLSDQWV��

7KH�SROLWLFDO�HQYLURQPHQW�FOHDUO\ KHOSHG�WR�VKDSH�WKH�HPSKDVLV�DQG�WKH�VFRSH�RI�WKH�VWXGHQWV
�GHPDQGV��
,Q�D�VWULFW�DXWKRULWDULDQ�FRQWH[W��WKH�GHPDQGV�KDG�D�SROLWLFDOO\�OLEHUWDULDQ�FRQWHQW��,Q�D�ORRVHU��PRUH�SOXUDOLVWLF�
HQYLURQPHQW��WKH�GHPDQGV�ZHUH�HLWKHU�IRFXVHG�RQ�PRUH�LPPHGLDWH�XQLYHUVLW\�DIIDLUV�RU�WRRN�RQ�WKH�IRUP�RI�D�
EURDGHU²DQG�WKXV�LQHYLWDEO\�VRPHZKDW�YDJXHU²VRFLDO�FULWLTXH��$FFRUGLQJO\��WKH�PRUH�VSHFLILF�DQG�OLEHUWDULDQ�
FKDUDFWHU�RI�WKH�GHPDQGV�PDGH�E\�WKH�VWXGHQW�OHDGHUV�LQ�WKH�DXWKRULWDULDQ�VWDWHV�SURYLGHG�OLWWOH�EDVLV�IRU�D�
FRPPRQ�IURQW�ZLWK�WKH�PLOLWDQWV�RI�WKH�:HVW��,Q�IDFW��WKHUH�GRHV�QRW�DSSHDU�WR�KDYH�EHHQ�PXFK�DFWXDO�FRQWDFW�DQG�
FRRUGLQDWLRQ��DOWKRXJK�LW�ZDV�FKDUJHG�LQ�3RODQG
V�SROLWLFDO�\RXWK�WULDOV�LQ�ODWH������WKDW�WKH�%UXVVHOV�KHDGTXDUWHUV�
RI�WKH�,9�,QWHUQDWLRQDO��7URWVN\LWH��SURYLGHG�LGHRORJLFDO�DVVLVWDQFH�WR�VRPH�3ROLVK�DFWLYLVWV��,I�WKH�FKDUJH�LV�WUXH��
WKH�7URWVN\LWH�OLQN�ZDV�SHUKDSV�WKH�VROH�FRQQHFWLRQ�EHWZHHQ�SROLWLFDO�DFWLYLVWV�LQ�WKH�:HVW�DQG�LQ�WKH�(DVW��

7KH�WZR�PRYHPHQWV�DSSHDU�WR�KDYH�EHHQ�LQGHSHQGHQWO\�OHG�DQG�WR�KDYH�EHHQ�PRWLYDWHG�E\�SURIRXQGO\�
GLIIHUHQW�SROLWLFDO�DVSLUDWLRQV��7KH�VOLJKW�GLUHFW�FRQWDFW�WKDW�WKHUH�ZDV�EHWZHHQ�WKH�UHVSHFWLYH�OHDGHUV�WXUQHG�RXW�WR�
EH�DERUWLYH��,Q�������LQ�D�%%&�GLVFXVVLRQ�RI�WKH�VWXGHQW�UHEHOOLRQ��WKH�OHDGHU�RI�WKH�(QJOLVK�PLOLWDQWV�DWWDFNHG�WKH�
VSRNHVPDQ�RI�WKH�<XJRVODY�VWXGHQWV��ZKLOH�WKH�KHDG�RI�WKH�:HVW�%HUOLQ�6'6��6R]LDOLVWLVFKHU�'HXWVFKHU�6WX��
GHQWHQEXQG��UHFHLYHG�D�UDWKHU�FRRO�UHFHSWLRQ�IURP�3UDJXH�VWXGHQWV��ZKR�IRXQG KLV�SROLWLFDO�YLHZV�SULPLWLYH�������

�%HFDXVH�RI�WKLV��WKH�3UDYGD�SURSDJDQGLVW�<XUL�=KXNRY��ZLWK�KLV�FXVWRPDU\�FUXGHQHVV��FKDUDFWHUL]HG�&RKQ�%HQGLW�DV�D��ZHUHZROI���3UDYGD��
0D\������������
��7KH�IROORZLQJ�PD\�VHUYH�DV�DQ�H[DPSOH���0DU[LVP�LV�FRPLQJ�PRUH�DQG�PRUH�WR�EH�WKH�FRPPRQ�GHQRPLQDWRU�RI�DOO�VWXGHQW�PRYHPHQWV�LQ�
1RUWK�$PHULFD�DQG�:HVWHUQ�(XURSH��HYHQ�VR�LQ�WKH�QHZ�OHIW�6'6�LQ�WKH�8QLWHG�6WDWHV��,�WKLQN�WKLV�LV�LQHYLWDEOH�DQG�LV�D�WULEXWH�WR�WKH�JURZLQJ�
VRSKLVWLFDWLRQ�DQG�PDWXULW\ RI�WKH�LQWHUQDWLRQDO�VWXGHQW�QHZ�OHIW��LQDVPXFK�DV�0DU[LVP�LV�WKH�PRVW�GHYHORSHG��UHILQHG�DQG�FRKHUHQW�
UHYROXWLRQDU\�SKLORVRSK\�RU�ZRUOG�YLHZ�WRGD\�DQG�RQH�WKDW�DV�D�V\VWHPDWLF�VRFLDO�WKHRU\�FRUUHVSRQGV�WR�WKH�REMHFWLYH�UHDOLWLHV�RI�WKH�FDSLWDOLVW�
HUD��DQG LQDVPXFK�DV�LW�WHVWLILHV�WR�WKH�UHDOL]DWLRQ�E\�WKH�VWXGHQW�PRYHPHQWV�WKDW�WKH\�PXVW�DOLJQ�WKHPVHOYHV�ZLWK�WKH�ZRUNLQJ�FODVV�LQ�RUGHU�
WR�DFKLHYH�WKH�W\SH�RI�VRFLDO�WUDQVIRUPDWLRQ�UHTXLVLWH�WR�EUHDN�WKH�SRZHU�RI�PRQRSRO\�FDSLWDO�DQG�FUHDWH�D�QHZ��QRQ�UHSUHVVLYH�DQG�WUXO\�IUHH�
VRFLDO�RUGHU���6WDQOH\�*UD\���6WXGHQW�5DGLFDOLVP��$Q�$PHUL�²"��,PSRUW"��D�VSHHFK�GHOLYHUHG�WR�WKH������&RXFKLFKLQJ�&RQIHUHQFH��0F�*LOO�
1HZV��1RYHPEHU�������S�������
Á�7KH�SXEOLFLW\�EHVWRZHG�RQ�WKUHH�IHPDOH�FROOHJH�PLOLWDQWV��3HWHU�%DEFR[���0HHW�WKH�:RPHQ�RI�WKH�5HYROXWLRQ���7KH�1HZ�<RUN�7LPHV�
0DJD]LQH��)HEUXDU\����������ZDV�FKDUDFWHULVWLF��6LPLODU�GHIHUHQFH�ZDV�QRW�SDLG�WR�JLUOV�VHUYLQJ�LQ�WKH�3HDFH�&RUSV�RU�LQ�WKH�ZDU�RQ�SRYHUW\��
,Q�WKLV�FRQQHFWLRQ��LW�ZDV�UHYHDOLQJ�WR�REVHUYH�WKH�VDWLVIDFWLRQ�ZLWK�ZKLFK�WKH�PLOLWDQWV�ZRXOG�ZDWFK�WKHPVHOYHV�RQ�WHOHYLVLRQ�UHSOD\V�RU�
VSHFLDOO\�SUHSDUHG�GRFXPHQWDULHV��7KH�SXEOLFLW\�VXUURXQGLQJ�WKH�PLOLWDQWV�EURXJKW�FRQVLGHUDEOH�VRFLDO�SUHVVXUH�WR�EHDU�RQ�WKRVH�ZKR�ZHUH�
OHVV�LQYROYHG��
�� ,W�LV�DOVR�QRWHZRUWK\�WKDW�VWULFWO\�SROLWLFDOO\�RULHQWHG�VWXGHQW�PRYHPHQWV�LQ�0H[LFR��6SDLQ��RU�3RODQG�DYRLGHG�VXFK�PDQLIHVWDWLRQV�DV�WKH�
�IRXO�ODQJXDJH��VSOLQWHU�WKDW�GHYHORSHG�LQ�&DOLIRUQLD�LQ�WKH�DIWHUPDWK�RI�WKH�FULVLV��WKH�IDVFLQDWLRQ�ZLWK�GUXJV��DQG�WKH�GHOLEHUDWH�DGRSWLRQ�RI�
GHYLDQW�VRFLDO�EHKDYLRU�DV�LQ�WKH�FDVH�RI�WKH�<LSSLHV��7R�EH�VXUH��WKHVH�PDQLIHVWDWLRQV�ZHUH�DOVR�WKH�SURGXFW�RI�SHFXOLDUO\�$PHULFDQ�
FRQGLWLRQV��EXW�WKHLU�DSSHDUDQFH�DV�D�VLGH�HIIHFW�RI�WKH�VWXGHQW�UHEHOOLRQ�ZDV�PDGH�SRVVLEOH�E\�WKH�OHVV�IRFXVHG�DQG�DOVR�OHVV�RSSUHVVHG
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1HYHUWKHOHVV��LPSRUWDQW�VLPLODULWLHV�EHWZHHQ�WKH�UHVSHFWLYH�SROLWLFDO�\RXWK�PRYHPHQWV�VKRXOG�DOVR�EH�
QRWHG��,Q�ERWK�FDVHV�WKH\�ZHUH�OHG�E\�WKH�DEOHU�VWXGHQWV��ZKR�RQ�WKH�ZKROH�FDPH�IURP�PRUH�VRFLDOO\�HVWDEOLVKHG�
IDPLOLHV��$FFRUGLQJ�WR�D�VWXG\�FRQGXFWHG�DW�WKH�8QLYHUVLW\ RI�&DOLIRUQLD��WKH�DUUHVWHG�XQGHUJUDGXDWH�DQG�JUDGXDWH�
VWXGHQWV�WHQGHG�WR�KDYH�PXFK�EHWWHU�WKDQ�DYHUDJH�JUDGHV��PDQ\�RI�WKHP�KHOG�VFKRODUVKLSV�RU�KDG�ZRQ�DZDUGV�����
,Q�3RODQG�RIILFLDO�FRPPHQW�PDGH�PXFK�RI�WKH�IDFW�WKDW�WKH�DFWLYLVWV�FDPH�IURP�WKH�UHODWLYHO\ ZHOO�WR�GR�KRPHV�RI�
RIILFLDOV��DQG�VRPH XQLYHUVLW\�SURIHVVRUV�VWUHVVHG�WKH�IDFW��LQ�FRQYHUVDWLRQ�ZLWK�WKLV�ZULWHU��WKDW�WKHLU�EHVW�
VWXGHQWV�ZHUH�LQYROYHG��$IWHU�WKH�GHPRQVWUDWLRQV�ZHUH�VXSSUHVVHG��PHDVXUHV�ZHUH�WDNHQ�WR�IDYRU�WKH�DGPLVVLRQ�
LQWR�WKH�XQLYHUVLW\�RI�ZRUNHUV
�DQG�SHDVDQWV
�FKLOGUHQ��(YHQ�LQ�5XPDQLD��ZKHUH�VWXGHQW�XQUHVW�ZDV�VXSSUHVVHG�
UHODWLYHO\�TXLFNO\��RIILFLDO�UHDFWLRQ�HPSKDVL]HG�WKH�IDFW�WKDW�WKH�\RXQJ��KRROLJDQV��ZHUH�LQ�WKH�PDLQ�FKLOGUHQ�RI�
�EXLOGLQJ�VLWH�PDQDJHUV��XQLYHUVLW\�SURIHVVRUV��LQVWUXPHQWDOLVWV�LQ�WKH�3KLOKDUPRQLF�2UFKHVWUD��SK\VLFLDQV��
HQJLQHHUV��ZKLWH�FROODU�ZRUNHUV��PLOLWLD�VWDII�PHPEHUV������

$V�LQ�WKH�:HVW��WKH�SROLWLFDO�OHDGHUVKLS�IRU�WKH�UHVWOHVV�\RXQJ�ZDV�LQ�PDQ\�FDVHV�SURYLGHG�E\�WKH�
RIIVSULQJ�RI�IRUPHU�OHIW�DFWLYLVWV��KHQFH�QRW�E\�UHEHOV�DJDLQVW�WKH�ROGHU�JHQHUDWLRQ�EXW��UDWKHU��E\�\RXQJ�SHRSOH�
ZKR�VKDUHG�WKH�LGHDOV�RI�WKHLU�SDUHQWV�EXW�IHOW�WKDW�WKHVH�KDG�EHHQ�FRUUXSWHG�LQ�SUDFWLFH�E\�WKH�UXOLQJ�FRPPXQLVW�
HOLWH��,Q�3RODQG�WKH�PRVW�RXWVWDQGLQJ�VWXGHQW�UHEHOV�LQFOXGHG WKH�FKLOGUHQ�RI�KLJK�SDUW\�RIILFLDOV��ZKLOH�LQ�WKH�
8QLWHG�6WDWHV�FKLOGUHQ�RI�WKH�ROG�OHIW�IRUPHG�D�KLJK�SHUFHQWDJH�RI�WKH�DFWLYLVW�OHDGHUV�DW�&ROXPELD�DQG�%HUNHOH\��
,Q�ERWK�WKH�(DVW�DQG�WKH�:HVW�WKH�UHEHO�OHDGHUV�FDPH�IURP�HQYLURQPHQWV�WKDW�ZHUH�QRW�LQGLIIHUHQW�EXW�
LGHRORJLFDOO\�FRQFHUQHG��

$QRWKHU�VLPLODULW\�EHWZHHQ�WKH�VWXGHQW�PLOLWDQWV�LQ�WKH�:HVW�DQG�LQ�WKH�(DVW�ZDV�WKH�YDJXHQHVV�RI�WKHLU�
ORQJ�UDQJH�REMHFWLYHV��7KRXJK�WKH�VSHFLILF�DQG�LPPHGLDWH�JRDOV�RI�WKH�VWXGHQWV�LQ�WKH�PRUH�SROLWLFDOO\�RSSUHVVLYH�
UHJLPHV�ZHUH�VRPHZKDW�PRUH�SUHFLVH��WKHLU��GHPDQGV��UDUHO\�ZHQW�EH\RQG�D�VWDWHPHQW�RI�LPPHGLDWH�FRPSODLQWV��
7R�EH�VXUH��WKH�WUDQVIRUPDWLRQ�RI�D�SROLFH�GLFWDWRUVKLS�LQWR�D�PXOWL�SDUW\�GHPRFUDF\��RU�DW�OHDVW�LQWR�VRPHWKLQJ�
UHVHPEOLQJ�WKH�<XJRVODY�PRGHO��ZDV�D PRUH�GHILQHG�REMHFWLYH²ZLWK�H[SHULHQWLDO�H[DPSOHV�DYDLODEOH²WKDQ�WKH�
:HVWHUQ�VWXGHQWV
�SOHD�IRU�D�SDUWLFLSDWRU\�GHPRFUDF\��KRZHYHU��WKH�PRUH�VSHFLILF�UDPLILFDWLRQV�RI�WKH�GHVLUHG�
VRFLDO�DQG�SROLWLFDO�V\VWHPV�WHQGHG�WR�EH�YDJXH�LQ�WKH�(DVW�DV�ZHOO�DV�LQ�WKH�:HVW���

7KRXJK�WKLV�PD\�KDYH�EHHQ�D�ZHDNQHVV�IURP�WKH�VWULFWO\�SROLWLFDO�SRLQW�RI�YLHZ²DV�ZDV�FKDUJHG�E\�WKH�
FULWLFV�RI�WKH�PLOLWDQWV�²LW�DOVR�KHOSHG�WR�SURYLGH�D�ZLGHU�EULGJH�EHWZHHQ�WKH�SROLWLFDO�OHDGHUVKLS�DQG�WKH�PRUH�
JHQHUDOO\�UHVWOHVV�\RXQJHU�JHQHUDWLRQ��,W�LV�GRXEWIXO²DQG�WKLV�LV�HVSHFLDOO\�WUXH�RI�WKH�PRUH�SOXUDOLVWLF�
VRFLHWLHV²ZKHWKHU�D�KLJKO\�VSHFLILF�SROLWLFDO�SURJUDP�ZRXOG�KDYH�DWWUDFWHG�WKH�ZLGH�VXSSRUW�JHQHUDWHG�E\�WKH�
PRUH�XQGLIIHUHQWLDWHG�DWWDFN�DJDLQVW�WKH�(VWDEOLVKPHQW��YHVWHG�LQWHUHVWV��WKH VWDWXV�TXR� DQG�LQVWLWXWLRQDOL]HG�
EHOLHIV��7KH�UHOLDQFH�RQ�HPRWLRQ�UDWKHU�WKDQ�RQ�UHDVRQ��RQ�IHOW�DVSLUDWLRQV�UDWKHU�WKDQ�RQ�FRQFUHWH�SURJUDPV��
VWUXFN�D�PRUH�UHVSRQVLYH�FKRUG�LQ�D�JHQHUDWLRQ�WKDW�ZDV�WKH�PRVW�GLUHFWO\�DIIHFWHG�E\�WKH SDFH�RI�FRQWHPSRUDU\�
FKDQJH�DQG�WKDW�ZDV�WKH�YHU\�SURGXFW�RI�WKDW�FKDQJH��

+LVWRULFDO�'LVFRQWLQXLW\�
,Q�RXU�WLPH�WKH�VWXGHQW�JHQHUDWLRQ�UHSUHVHQWV�RQH�RI�WKH�PRVW�G\QDPLF�YDULDEOHV�RI�FKDQJH��7KH�JURZWK�LQ�WKHLU�
QXPEHU�DV�ZHOO�DV�WKH�VLPXOWDQHRXV�JURZWK�LQ�WKH�QXPEHU�RI�UDGLRV��WHOHYLVLRQV��WHOHSKRQHV��DOO�LWHPV�WKDW�DIIHFW�
SHUVRQDO�UHODWLRQVKLSV��ERWK�PDNLQJ�SRVVLEOH�DQG�HQFRXUDJLQJ�WKH�UDSLG�GLVVHPLQDWLRQ�RI�LGHDV��PDNH�IRU�D�
VXEMHFWLYHO\�G\QDPLF�PRRG�WKDW�VWDQGV�LQ�VKDUS�FRQWUDVW�WR�WKH�UHODWLYHO\�VORZHU�UDWH�RI�FKDQJH LQ�VXFK�LWHPV�DV�
LQFRPH��QDWLRQDO�RU�SHU�FDSLWD���WKH�VZLWFK�IURP�UXUDO�WR�XUEDQ�HPSOR\PHQW��WKH�SRSXODWLRQ�VKLIW�WR�ODUJHU�XUEDQ�
FHQWHUV��RU�WKH�DYHUDJH�QXPEHU�RI�SHRSOH�OLYLQJ�LQ�D�URRP��7KH�RYHU�DOO�UHVXOW�LV�WKH�FRQWUDGLFWLRQ��DOUHDG\�QRWHG�
LQ�WKH�SUHFHGLQJ�FKDSWHU��EHWZHHQ�WKH�SDFH�RI�FKDQJH�LQ�WKH�VWDWH�RI�PLQG�DQG�LQ�PDWHULDO�UHDOLW\�
�6HH�7DEOHV���
DQG����SS����������

,Q�WKH�ZRUGV�RI�D�VWXGHQW�RI�PRGHUQL]DWLRQ��FRQWHPSRUDU\�PDQ�²DQG�WKLV�LV�HVSHFLDOO\�WUXH�RI�WKH�
\RXQJHU�JHQHUDWLRQ²�LV�OHVV�XQGHU�WKH�GRPLQDWLRQ�RI�KLV�HQYLURQPHQW�������DQG�WR�WKLV�H[WHQW�KH�LV�IUHHU��EXW�DW�WKH�
VDPH�WLPH�KH�LV�OHVV�FHUWDLQ�RI�KLV�SXUSRVH�DQG�LQ�WLPHV�RI�JUHDW�XQUHVW�KH�LV�SUHSDUHG�WR�VXUUHQGHU�KLV�IUHHGRP�LQ�
WKH�LQWHUHVW�RI�SXUSRVHIXO�OHDGHUVKLS������,Q�WKDW�IOXLG�VHWWLQJ�WKH�SUHVHQW�EHFRPHV�GLIILFXOW�WR�FRPSUHKHQG��VLQFH�LW�
LV�QR�ORQJHU�GHILQHG�E\�HLWKHU�UHOLJLRQ�RU�QDWLRQDOLVP�RU�KLVWRULFDO�LGHRORJLFDO�SHUVSHFWLYHV�����

:ULWLQJ�DERXW�WKH�ZDQLQJ�RI�WKH�0LGGOH�$JHV��WKH�KLVWRULDQ�-RKDQ�+XL]LQJD�GHVFULEHG�D�ZRUOG�RI�
GLVFRQWLQXLW\��D�ZRUOG�PDUNHG�E\�WKH�FROODSVH�RI�WUDGLWLRQDO�EHOLHIV��XQFHUWDLQW\�DERXW�HWHUQDO�VDOYDWLRQ��
ZLGHVSUHDG�SHVVLPLVP��DQG�LQWHQVH�YLROHQFH��3V\FKRORJLFDO�UHIXJH�ZDV�VRXJKW�E\�PDQ\�LQ�P\VWLFDO�FXOWV��ZKLOH�
LQGLYLGXDO�EHKDYLRU�ZDV�GLFKRWRPL]HG��UDQJLQJ�IURP�HPSKDVLV�RQ�WKH�VDLQWO\�WR�LQGXOJHQFH�LQ�GHSUDYLW\�DQG�
FUXHOW\��6KLIWV�IURP�RQH�H[WUHPH�WR�WKH�RWKHU�ZHUH�FRPPRQ��DV�PHQ�GHVSHUDWHO\�VRXJKW�VRFLDO�DQFKRUDJH�LQ�
DEVRUELQJ�FRPPLWPHQW�����

FKDUDFWHU�RI�WKH�UHEHOOLRQ��
�2QH�RI�WKH�PRUH�H[WHQVLYH�FULWLTXHV�RI�WKH�H[LVWLQJ�3ROLVK�V\VWHP�ZDV�SUHSDUHG�E\�WZR�\RXQJ�:DUVDZ�VRFLRORJLVWV��-��.XURQ�DQG�.��
0RG]HOHZVNL��VHY�HUDO�\HDUV�SULRU�WR�WKH�VWXGHQW�RXWEUHDNV�RI�0DUFK������ �7KH�DXWKRUV�ZHUH�SURPSWO\�VHQW�WR�SULVRQ���(QWLWOHG��2SHQ�/HWWHU�
WR�WKH�3DUW\���LW�EHFDPH�WKH�VRXUFH�RI�PXFK�RI�WKH�WKHRUHWLFDO�LQVSLUDWLRQ�IRU�WKH�SROLWLFDO�PLQGHG�OHDGHUVKLS�RI�\RXWK��:ULWWHQ�IURP�D�0DU[LVW�
SRLQW�RI�YLHZ��LW�SURYLGHG�D�VFDWKLQJ�FULWLTXH�RI�WKH�GHJHQHUDWLRQ�RI�3ROLVK�FRPPXQLVP�LQWR�DQ�LQVWLWXWLRQDOL]HG�EXUHDXFUDWLF�GHVSRWLVP��ZLWK�
YHVWHG�LQWHUHVWV�VXSSUHVVLQJ�WKH�HJDOLWDULDQ�LGHDOLVP�RI�VRFLDOLVP��:KHQ�LW�FDPH�WR�RIIHULQJ�D�SURJUDP��KRZHYHU��WKH�DXWKRUV�FRQILQHG�
WKHPVHOYHV�WR�XUJLQJ�D�QHZ�UHYROXWLRQ�OHG�E\�ZRUNHUV�DQG�LQWHOOHFWXDOV�GHWHUPLQHG�WR�FUHDWH�D�QHZ�VRFLDO�RUGHU�FKDUDFWHUL]HG�E\�IHZ�
LQVWLWXWLRQV��ZRUNHUV
�VHOI�JRYHUQPHQW��DQG�WUXH�VRFLDO�HJDOLWDULDQLVP��,Q�ODWH������.XURQ�DQG�0RG]HOHZVNL�ZHUH�DJDLQ�VHQWHQFHG�WR�SULVRQ�
IRU�KDYLQJ�DOOHJHGO\�LQVSLUHG�WKH�0DUFK�HYHQWV�LQ�FROOXVLRQ�ZLWK�WKH�,9�,QWHUQDWLRQDO��7URWVN\LWH��



�������

$�VLPLODU�FULVLV��PDUNHG�E\�PXFK�PRUH�VHFXODU�IRUPV�RI�H[SUHVVLRQ��RFFXUUHG�DJDLQ�LQ�WKH�:HVW�ZKHQ�
QDWLRQDOLVP�DQG�LQGXVWULDOL]DWLRQ�FRPELQHG�WR�FKDQJH�WKH�FKDUDFWHU�RI�VRFLHW\��0DVVLYH�QDWLRQDO�DQG�FODVV�
FRQIOLFWV��DV�ZHOO�DV�DFXWH�VRFLDO�DQG�SV\FKRORJLFDO�WHQVLRQ��VSDZQHG�DOO�HQFRPSDVVLQJ�LGHRORJLHV�WKDW�VHHPHG�WR�
SURYLGH�ERWK�DXWKRULW\�DQG�D�VHQVH�RI�GLUHFWLRQ��:ULWLQJ�DERXW�WKH�FDWDFO\VP�RI�:RUOG�:DU�,,��&]HVODZ�0LORV]��
LQ�7KH�&DSWLYH�0LQG� GUHZ�SHUFHSWLYH�SRUWUDLWV�RI�(DVWHUQ�(XURSHDQ�LQWHOOHFWXDOV�DV�WKH\�PRYHG�IURP�RQH�IDLWK�WR�
DQRWKHU�LQ�D�VHDUFK�IRU�WKH�SHUVRQDO�VWDELOLW\�WKDW�WKHLU�HQYLURQPHQW�IDLOHG�WR�SURYLGH��

7RGD\
V�PRRG�KDV�PDQ\�SDUDOOHOV��EXW�LW�DOVR�GLIIHUV�VLJQLILFDQWO\�LQ�VFRSH�DQG�FRQWHQW��7KH�LQGXVWULDO�
UHYROXWLRQ��WR�VD\�QRWKLQJ�RI WKH�FXOWXUH�RI�WKH�&KULVWLDQ�0LGGOH�$JHV��ZDV�WHUULWRULDOO\�FRQILQHG��DQG�RQO\�
JUDGXDOO\²LQ�WKH�FRXUVH�RI�PRUH�WKDQ�D�FHQWXU\�DQG�D�KDOI²GLG�LW�VSLOO�RYHU�WR�DIIHFW�PRUH�DQG�PRUH�VRFLHWLHV�����
,WV�DSSHDUDQFH�ZDV�DFFRPSDQLHG�E\�WKH�ULVH�RI�QDWLRQDOLVP�DQG�RWKHU�VHFXODU�LGHRORJLHV��LQ�ZKLFK�EURDG�FRQFHSWV�
ZHUH�UHLQIRUFHG�E\�WKH�LQVWLWXWLRQV�HPERG\LQJ�WKHP��,Q�FRQWUDVW��WKH�FXUUHQW�FULVLV�RI�LQVWLWXWLRQDOL]HG�EHOLHI�WDNHV�
SODFH�LQ�WKH�FRQWH[W�RI�WKH�WHFK�QHWURQLF�UHYROXWLRQ��D�UHYROXWLRQ�ZKLFK�LV�QRW�WHUULWRULDO�EXW�VSDWLR�WHPSRUDO��

7KLV�QHZ�UHYROXWLRQ�DOPRVW�VLPXOWDQHRXVO\ DIIHFWV�WKH�HQWLUH�JOREH��ZLWK�WKH�UHVXOW�WKDW�IDGV�DQG�QHZ�
IRUPV�RI�EHKDYLRU�PRYH�UDSLGO\�IURP�VRFLHW\�WR�VRFLHW\��7KH�VWXGHQW�JHQHUDWLRQ�OLYHV�LQ�WKLV�QHZ�WHFKQHWURQLF�
DJH��HYHQ�LI�LQ�VRPH�FDVHV�WKHLU�LPPHGLDWH�VRFLHWLHV�GR�QRW��8QOLNH�WKH�LQGXVWULDO�DJH��ZKLFK�UHTXLUHG�WKDW�D�
VRFLHW\�XQGHUJR�H[WHQVLYH�LQGXVWULDOL]DWLRQ�EHIRUH�WKH�QHZ�SUROHWDULDQ�FODVV�FRXOG�EHFRPH�VRFLDOO\�VLJQLILFDQW��
WKH�VSDWLRWHPSRUDO�WHFKQHWURQLF�UHYROXWLRQ�GLUHFWO\�UHDFKHV�WKRVH�UHFHSWLYH�WR�LW�EHFDXVH�WKH\�KDYH�DFFHVV�WR�
FRPPXQLFDWLRQV�DQG�EHFDXVH�WKHLU�VWDWH�RI�PLQG�LV�IRUPHG�E\�IDFWRUV�RXWVLGH�WKHLU�LPPHGLDWH�VRFLDO�FRQWH[W��7KH�
FRQWHPSRUDU\�VWXGHQW�PDVV�LV�SUHFLVHO\�VXFK�D�JURXS��DQG�WKDW�LV�ZK\�IRUPV�RI�EHKDYLRU�SHFXOLDU�WR�%HUNHOH\�
ZHUH�ZLWKLQ�D�\HDU�UHSHDWHG�HOVHZKHUH��:HVW�%HUOLQ�VWXGHQWV�HYHQ�ZRUH�VDQGDOV�LQ�WKH�FROG�1RYHPEHU�&HQWUDO�
(XURSHDQ�ZHDWKHU����$PHULFDQ�VWXGHQW�DFWLYLVWV�VWXG\LQJ�DEURDG²DQG�KLJKO\�FULWLFDO�RI�$PHULFDQ�VRFLHW\²KDYH�
WHQGHG�WR�SOD\�DQ�LPSRUWDQW�HQHUJL]LQJ�UROH�LQ�WKLV�SURFHVV��DQG�DUH�HYLGHQFH�RI�WKH�H[WHQW�WR�ZKLFK�$PHULFD��WKH�
ILUVW�WR�H[SHULHQFH�WKH�WHFKQHWURQLF�DJH�IXOO\��KDV�UHSODFHG�(XURSH�DV�WKH�SULQFLSDO�VRXUFH�RI�VRFLDO�FKDQJH��

7KH�SUREOHP�IDFLQJ�WKH�UHEHOV�RI�D�FHQWXU\�DQG�D�KDOI�DJR�ZDV�KRZ�WR�LQWHJUDWH�PHDQLQJIXOO\�WKH�
XQSUHFHGHQWHG��LQFRPSUHKHQVLEOH�FKDQJHV�ZURXJKW�E\�WKH�LQGXVWULDO�UHYROXWLRQ��7KH�VDPH�SUREOHP�LV�SRVHG�E\�
WKH�RQVHW�RI�WKH�WHFKQHWURQLF�DJH��ZLWK�LWV�DSSDUHQW�WKUHDW�WR�KXPDQ�YDOXHV��LWV�LPSHUVRQDOLW\��LWV�RYHU��
UDWLRQDOL]DWLRQ��LWV�VLPXOWDQHRXV�LQWHQVLILFDWLRQ�RI�SHUVRQDO�H[SHULHQFH��DQG�LWV�VSDWLDO�LPPHGLDF\�WR�HYHU\�KXPDQ�
VXIIHULQJ DQ\ZKHUH�RQ�WKH�JOREH��)RU�PDQ\�LQ�WKH�QLQHWHHQWK�FHQWXU\²�HVSHFLDOO\�WKRVH�ZKR�ZHUH�PRVW�DIIHFWHG��
HLWKHU�YLFDULRXVO\�RU�GLUHFWO\��E\�WKH�LQGXVWULDO�UHYROXWLRQ��WKDW�LV��WKH�LQWHOOHFWXDOV�DQG WKH�ZRUNHUV��²0DU[LVP�
SURYLGHG�WKH�LQWHJUDWLYH�UHVSRQVH��7RGD\�WKH�VHDUFK�LV�RQ�IRU�VRPH�QHZ�VRXUFH�RI�LQWHOOHFWXDO�PRRULQJ��DQG�WKH�
VHDUFKHUV�KDYH�EHJXQ�E\�UHMHFWLQJ�HVWDEOLVKHG�DQVZHUV��

7KH�\RXQJHU�JHQHUDWLRQ�LV�WKH�RQH�PRVW�GLUHFWO\�DIIHFWHG�E\�WKH�WUDQVLWLRQ�LQWR�WKH�QHZ�DJH��DQG�LW�
FRQWDLQV�WKH�PRVW�DFWLYH�RSSRQHQWV�DQG�LQFOXGHV�WKH�PDMRULW\�RI�WKRVH�ZKR�IHHO�WKHPVHOYHV�WR�EH�YLFWLPV�RI�WKH�
WHFKQHWURQLF�UHYROXWLRQ��,Q�WKHLU�UHOLDQFH�RQ�HPRWLRQ�DQG�YLROHQFH��PDQ\�RI�WKH�RSSRQHQWV�DUH�UHPLQLVFHQW�RI�WKH�
/XGGLWHV�RI�HDUO\�QLQHWHHQWK�FHQWXU\�(QJODQG��ZKR�UHDFWHG�WR�WKH�PDFKLQH�DJH�ZLWE�SULPLWLYH�SDVVLRQ��GHVWUR\LQJ�
WKDW�ZKLFK�WKH\�GLG�QRW�XQGHUVWDQG�ZHOO�HQRXJK�WR�KDUQHVV��2IWHQ�VXSSRUWHG�E\�ORFDO�SXEOLF�RSLQLRQ��WKH�
/XGGLWHV²ZHOO�RUJDQL]HG�DQG�KLJKO\�PRWLYDWHG²VKDWWHUHG�PDFKLQHV�DQG�GHFULHG�WKH�IUHTXHQWO\�YHU\�UHDO�
LQMXVWLFHV�WKDW�WKH�PDFKLQHV
�DSSHDUDQFH�KDG�SUHFLSLWDWHG��7KH�IHDU��KDWUHG��DQG�LQFRPSUHKHQVLRQ�RI�WKH�FRPSXWHU�
FXUUHQW�DPRQJ�VRPH�SHRSOH�HFKRHV�WKH�GHQXQFLDWLRQV�RI�WKH�WH[WLOH�PDFKLQH�D�FHQWXU\�DQG�D�KDOI�DJR���

/LNH�WKH�/XGGLWHV��WKH�FRQWHPSRUDU\�RSSRQHQWV�RI�WKH�WHFKQRORJLFDO�DQG�HOHFWURQLF�UHYROXWLRQ�UHSUHVHQW��
HVSHFLDOO\�LQ�WKH�PRUH�DGYDQFHG�:HVWHUQ�VWDWHV��D�UHVSRQVH�WR�WKH�QHZ�PRGHV�RI�OLIH��7KH�/XGGLWHV�ZHUH�
WKUHDWHQHG�E\�HFRQRPLF�REVROHVFHQFH�DQG�UHDFWHG�DJDLQVW�LW��7RGD\�WKH�PLOLWDQW�OHDGHUV�RI�WKH�UHDFWLRQ��DV�ZHOO�DV�
WEHLU�LGHRORJXHV��IUHTXHQWO\�FRPH�IURP�WKRVH�EUDQFKHV�RI�OHDUQLQJ�ZKLFK�DUH�PRVW�VHQVLWLYH�WR�WKH�WKUHDW�RI�VRFLDO�
LUUHOHYDQFH�����7KHLU�SROLWLFDO�DFWLYLVP�LV�WKXV�RQO\�D�UHDFWLRQ�WR�WKH�PRUH�EDVLF�IHDU�WKDW�WKH�WLPHV�DUH�DJDLQVW�
WKHP��WKDW�D�QHZ�ZRUOG�LV�HPHUJLQJ�ZLWKRXW�HLWKHU�WKHLU�DVVLVWDQFH�RU�WKHLU�OHDGHUVKLS����

7KH�DWWUDFWLRQ�WKDW�D�VHJPHQW�RI�WKH�\RXQJHU�JHQHUDWLRQ�LQ�WKH�PRUH�GHYHORSHG�ZRUOG�QRZ�IHHOV�WRZDUG�
SRHWU\��O\ULFLVP��DQG�HPRWLRQ²DQG�WKHLU�FRQWHPSW�IRU�UHDVRQ�DQG�LQWHOOHFWXDO�FRQFHSWV�²PD\�EH�LQGLFDWLYH�QRW�
VR�PXFK�RI�RQH�WUDGLWLRQ�UHSODFLQJ�DQRWKHU�EXW�UDWKHU�RI�D�FODVK�EHWZHHQ�HPRWLRQ�DQG�QHFHVVLW\��2Q�WKH�RQH�KDQG�
DUH�WKH�IHHOLQJV�DQG�DWWLWXGHV�SURPSWHG�E\�WKH�EUHDNGRZQ�RI�LQVWLWXWLRQDOL]HG�EHOLHIV�DQG�LQWHQVLILHG�E\�WKH�QHZ�
PRGHV�RI�FRPPXQLFDWLRQ²DOO�VWLPXODWLQJ�RU�FUHDWLQJ�DQ�RYHUZKHOPLQJ�GHVLUH�IRU�HPRWLRQDO�HVFDSH��RU�DW�OHDVW�
HPRWLRQDO�UHOHDVH�WKURXJK��FRQFUHWH��IHHOLQJV�DQG�DVVRFLDWLRQV��2Q�WKH RWKHU�KDQG�LV�WKH�WHGLRXV�QHFHVVLW\�WR�
PDVWHU�E\�LQWHQVLYH�FRQFHSWXDOL]DWLRQ�WKH�WHFKQLTXHV�RI�FRPSXWHUV��PDWKHPDWLFV��V\VWHPV�FRQWURO��DQG�WKH�OLNH��
RQ�ZKLFK�WKH�UHVROXWLRQ�RI�PDQ\�FRQWHPSRUDU\�VRFLDO�SUREOHPV�GHSHQGV��Á�

� ,Q�HDUO\�)HEUXDU\�������ULRWLQJ�VWXGHQWV�LQ�0RQWUHDO�YHQWHG�WKHLU�DQJHU�DW�WKH��V\VWHP��E\�GHVWUR\LQJ�ZLWK�ILUHD[HV�D�RQH�PLOOLRQ�GROODU�
XQLYHUVLW\�FRPSXWHU��
��7KH LQVLVWHQFH�RQ�WRWDO�VROXWLRQV�SURPSWV��DW�WKH�VDPH�WLPH��WKHLU�FKDUDFWHULVWLF�XQZLOOLQJQHVV�WR�EHFRPH�LQYROYHG�LQ�WKH�PRUH�PXQGDQH�
SURFHVV�RI PDNLQJ�SDUWLDO�LPSURYHPHQWV��RI�JUDGXDOO\�DGDSWLQJ�QHZ�WHFKQLTXHV��RI�UHDOO\�EHFRPLQJ�LQYROYHG�LQ�WKH�ZRUOG��-RKQ�$UGDJK��LQ�
7KH�1HZ�)UHQFK�5HYROXWLRQ �1HZ�<RUN���������QRWHV��WKLV�SDUDGR[�LQ�UHJDUG�WR�WKH�)UHQFK�LQWHOOHFWXDO�OHIW���6DUWUH�DQG�KLV�IULHQGV�KDYH�
SUHDFKHG�WKDW�OLWHUDWXUH�PXVW�EH HQJDJHH²EXW�LQ�SUDFWLFH�WKH\�KDYH�DOZD\V�VKLHG�DZD\�IURP�UHDOLVWLF�SROLWLFDO�DFWLRQ��������6DUWUH�DQG�KLV�
IULHQGV�KDYH�DOZD\V�GHPDQGHG�XWRSLD�RU�QRWKLQJ�����6R�WKH�WHFKQRFUDWV�KDYH�VWROHQ�WKH�6DUWULDQV
�FORWKHV���S��������
Á &RPSDUH��LQ�WKLV�FRQQHFWLRQ��1RDP�&KRPVN\
V�DWWDFNV�RQ�WKH�QHZ�EUHHG�RI�$PHULFDQ�LQWHOOHFWXDO�H[SHUWV �$PHULFDQ�3RZHU�DQG�WKH�1HZ�
0DQGDULQV� 1HZ�<RUN��������ZLWK�WKH�DWWDFNV�RQ�3ODWR��ZKR�ZDV�DFFXVHG�RI�WKH�VLQ�RI��LQWHOOHFWXDOL]LQJ��UHDOLW\��7KHUH�DUH�RWKHU�WDQWDOL]LQJ�
SDUDOOHOV�WR�DQFLHQW�$WKHQV��7KH�DXWKRU�RI�D�UHFHQW�VWXG\�RI�WKH�LPSDFW�RI�3ODWR
V�SKLORVRSK\�RQ�WKH�VRFLHW\�RI�KLV�WLPH�DUJXHV�WKDW�WKH�WHUP�
�SKLORVRSKHU��ZDV�UHODWLYHO\�QHZ�DQG�ZDV�XVHG�E\�3ODWR�WR�LGHQWLI\��WKH�PDQ�ZKR�LV�SUHSDUHG�WR�FKDOOHQJH�WKH�KROG�RI�WKH�FRQFUHWH�RYHU�RXU



�������

7KRXJK�WKLV�FODVK�PD\�EH�D�SURIRXQG�RQH��LW�LV�GRXEWIXO�ZKHWKHU�WKH�VWXGHQW�JHQHUDWLRQ�UHSUHVHQWV�D�QHZ�
UHYROXWLRQDU\�FODVV�RI�WKH�WZHQWLHWK�FHQWXU\��$�WUXO\�UHYROXWLRQDU\�FODVV�PXVW PDVWHU�WKH�FRQWHPSRUDU\�
WHFKQLTXHV�RI�VRFLDO�RUJDQL]DWLRQ��UDWKHU�WKDQ�UHMHFW�WKHP��7KLV�PD\�EH�GLIILFXOW�IRU�WKH�VWXGHQW��UHYROXWLRQDU\�
FODVV��WR�GR��VLQFH�LW�LV�QHFHVVDULO\�WUDQVLWLRQDO�LQ�FKDUDFWHU�DQG�VXEMHFW�WR�FRQVWDQW�FKDQJH��7KLV�GRHV�QRW�SUHFOXGH�
WKH�SRVVLELOLW\�WKDW�VWXGHQW�PLOLWDQWV�PLJKW�ZHOO�RSW�RXW�RI�VRFLHW\�SHUPDQHQWO\�DQG�EHFRPH²HVSHFLDOO\�DIWHU�
KDUGHQLQJ�SULVRQ�H[SHULHQFH²SURIHVVLRQDO�UHYROXWLRQDULHV�DQG�WKDW�WKH�LQIORZ�RI�QHZ�VWXGHQWV�PD\�NHHS�DOLYH�
WKH�IHHOLQJV�RI�UHVWOHVVQHVV�DQG�UHEHOOLRQ��,W�LV�QRW��KRZHYHU��FHUWDLQ�WKDW�WKH�ROGHU�H[�VWXGHQW�UHYROXWLRQDULHV�ZLOO�
EH�DEOH�WR�PDLQWDLQ�WKHLU�WLHV�ZLWK�WKH�QHZ�JHQHUDWLRQ�RI�\RXQJHU�VWXGHQWV��IURP�ZKRP�WKH\�ZLOO�EH�LQFUHDVLQJO\�
VHSDUDWHG�E\�DJH��7KH\�ZLOO�UXQ�WKH�ULVN�RI�EHFRPLQJ�UHEHOV�RXWVLGH�RI�D��FODVV���(DFK�VWXGHQW�JHQHUDWLRQ�ZLOO�
WKHQ�KDYH�WR�FUHDWH�LWV�RZQ�OHDGHUVKLS��LWV�RZQ�DVSLUDWLRQV�DQG�WHFKQLTXHV��EHIRUH�LW�WRR�IDGHV�IURP�WKH�VFHQH��,W�LV�
SHUKDSV�QR�DFFLGHQW�WKDW�KLVWRU\�LV��DIWHU�DOO��D�FHPHWHU\�RI�UHYROXWLRQDU\�\RXWK�PRYHPHQWV��

0RUHRYHU��WKH�FRPLQJ�ZDYHV�RI�VWXGHQWV�PD\�HQWHU�DQ�HQYLURQPHQW�JUDGXDOO\�EHFRPLQJ�PRUH�ZLOOLQJ�WR�
WROHUDWH�WKH�H[LVWHQFH�RI�DOWRJHWKHU�GHYLDQW�VXEFXOWXUHV�DQG�RIIHULQJ�VRFLDO�VXSSRUW�HYHQ�WR�WKRVH�ZKR�FKRRVH�WR�
GLYRUFH�WKHPVHOYHV�IURP�VRFLHW\��0DQ\�RI�WKH�FRQWHPSRUDU\�\RXQJHU�UHEHOV²HVSHFLDOO\�WKRVH�ZKR�DUH�SDWK��
RORJLFDO�UDWKHU�WKDQ�SROLWLFDO�LQ�WKHLU�PRWLYDWLRQ²PD\�ZHOO�FKRRVH�WKDW�SDWK��)LQDOO\��DV�VRFLDO�FKDQJH�
FRQWULEXWHV�WR�WKH�VSUHDG�RI�HGXFDWLRQ�DQG�NQRZOHGJH��WKH�GLVWLQFWLYH�FKDUDFWHULVWLFV�RI�WKH�VWXGHQW�PD\�EH�
EOXUUHG��DV�VRFLHW\�EHFRPHV�PRUH�NQRZOHGJH�RULHQWHG�DQG�WKH�VWXGHQW�PRUH�VRFLDOO\�LQYROYHG��WKH�JDS�EHWZHHQ�
VWXGHQW�OLIH�DQG�VRFLHW\�ZLOO�QDUURZ��

1HYHUWKHOHVV��WKH�FKDOOHQJH�RI�WKH�VWXGHQW�JHQHUDWLRQ�DV�D�ZKROH�WR�ULJLG�KLHUDUFKLHV�DQG�
LQVWLWXWLRQDOL]HG�EHOLHIV�DQG�WR�WKH�VRFLDO�RUGHU�RI�WKH�LQGXVWULDO�DJH�KDV�KDG�WKH�HIIHFW�RI�UHRSHQLQJ�WKH�PRUH�
EDVLF�TXHVWLRQV�FRQFHUQLQJ�WKH�SXUSRVHV�RI�VRFLDO�RUJDQL]DWLRQ��:KDW�VKRXOG�EH�WKH�EDODQFH�EHWZHHQ�WKH�LQWHUQDO�
DQG�WKH�H[WHUQDO�TXDOLWLHV�RI�OLIH"�:KDW�LV�WKH�UHODWLRQVKLS�RI�SHUVRQDO�OLEHUW\�WR�VRFLDO�HTXDOLW\"�7KHVH�TXHVWLRQV�
DFTXLUH�QHZ�PHDQLQJ�DQG�FDOO�IRU�QHZ�GHILQLWLRQV�ZKHQHYHU�D�PDMRU�KLVWRULFDO�FULVLV�GRPLQDWHV�RXU�
FRQVFLRXVQHVV�RI�UHDOLW\��

���,GHDV�DQG�,GHDOV�EH\RQG�,GHRORJ\�
7KH�QLQHWHHQWK�FHQWXU\�FDQ�EH�VDLG�WR�UHSUHVHQW�WKH�LQWHOOHFWXDO�VXSUHPDF\�RI�WKH�LGHD�RI�OLEHUW\��EXW�WKH�

WZHQWLHWK�FHQWXU\�LV�ZLWQHVVLQJ�WKH�WULXPSK�RI�HTXDOLW\��)RU�PRVW�SHRSOH�OLEHUW\�IRXQG�LWV�SROLWLFDO�HPERGLPHQW�LQ�
WKH�QDWLRQ��DQG�RQO\�IRU�UHODWLYHO\�IHZ�ZDV�LW�LQ�SURFHGXUDO�JXDUDQWHHV�IRU�WKH�LQGLYLGXDO��7KH�ODVW�FHQWXU\�ZDV��
WKHUHIRUH��SULPDULO\�WKH�WLPH�RI QDWLRQDOLVP��DQG�RQO\�VHFRQGDULO\�RI�OLEHUDO�GHPRFUDF\��7KH�VHDUFK�IRU�IRUPV�LQ�
ZKLFK�WKH�LGHD�RI�HTXDOLW\�FDQ�EH�H[SUHVVHG�LV�FXUUHQWO\�WKH�VWURQJHVW�PRWLYDWLQJ�LPSXOVH�EHKLQG�WKH�DFWLYLWLHV�RI�
XQLYHUVLW\�VWXGHQWV�LQ�WKH�:HVW�DQG�RI�\RXWKIXO�FULWLFV�RI�WKH�SULYLOHJHG�FRPPXQLVW�HOLWHV��LW�DOVR�JXLGHV�UHODWLRQV�
EHWZHHQ�EODFNV�DQG�ZKLWHV�ERWK�LQ�WKH�8QLWHG�6WDWHV�DQG�LQ�$IULFD��DQG�EHWZHHQ�WKH�ULFKHU�DQG�WKH�SRRUHU�
FRXQWULHV��

:H�KDYH�WKXV�UHDFKHG�WKH�VWDJH�LQ�PDQNLQG
V�KLVWRU\�ZKHUH�WKH�SDVVLRQ�IRU�HTXDOLW\ LV�D�XQLYHUVDO��VHOI��
FRQVFLRXV�IRUFH��:KDW�LV�PRUH��VLQFH�HTXDOLW\�LV�QRW�OLNHO\�WR�EH�DWWDLQHG�RQ�WKH�REMHFWLYH�SODQH��LW�PD\�EH�VRXJKW�
PRUH�DQG�PRUH�RQ�WKH�VXEMHFWLYH�SODQH��:LWK�UHDO�HTXDOLW\�LPSRVVLEOH��HTXDOLW\�WKURXJK�HPRWLRQ�EHFRPHV�D�
VXEVWLWXWH��ZLWK�SDVVLRQDWH�FRQIOLFW�DQG�KRVWLOLW\�FUHDWLQJ�WKH�LOOXVLRQ�RI�HTXDOLW\��

7KH�4XHVW�IRU�(TXDOLW\�
7KH�SDVVLRQ�IRU�HTXDOLW\�LV�VWURQJ�WRGD\�EHFDXVH�IRU�WKH�ILUVW�WLPH�LQ�KXPDQ�KLVWRU\�LQHTXDOLW\�LV�QR�

ORQJHU�LQVXODWHG�E\�WLPH�DQG�GLVWDQFH��1DWLRQDOLVP�VSUHDG GXULQJ�D�FHQWXU\�DQG�D�KDOI�DV�SRSXODWLRQV�JUDGXDOO\�
EHFDPH�SROLWLFL]HG�DV�D�VLGH�HIIHFW�RI�OLWHUDF\�DQG LQGXVWULDOL]DWLRQ��EXW�WKH�UHMHFWLRQ�RI�LQHTXDOLW\�ZLWKLQ�DQG�EH��
WZHHQ�QDWLRQV�KDV�EHFRPH�WKH�GRPLQDQW�PRRG�LQ�D�PHUH�PDWWHU�RI�GHFDGHV��,Q�WKLV�UHJDUG��DV�LQ�WKH�UHEHOOLRQ�RI�
WKH�\RXQJHU�JHQHUDWLRQ��WKH�DSSHDUDQFH�RI�JOREDO�FRPPXQLFDWLRQ�DQG�RI�QHZO\�HGXFDWHG�PDVVHV�LV�WKH�GHFLVLYH�
VWLPXOXV��

$FFRUGLQJO\��WKH�UHODWLRQVKLS�EHWZHHQ�WKH�WHFKQHWURQLF�DJH�DQG�WKH�SDVVLRQ�IRU�HTXDOLW\²LI�QRW�WKH�LGHD�
RI�HTXDOLW\�LWVHOI²LV�TXLWH�FDXVDO��)URP�WKH�VWDQGSRLQW�RI�JHQHUDWLQJ�VRFLDO�DQG�SROLWLFDO�PRWLYDWLRQ��LW�LV�D�PDWWHU�
RI�HQRUPRXV�LPSRUW�WKDW��WKH�SRRU�OLYH�DV�PXFK�LQ�WKH�QHZ�VRIWZDUH�PXOWLELOOLRQ�GROODU�VHUYLFH�HQYLURQPHQW�RI�
ZRUOG�LQIRUPDWLRQ�DV�WKH�ZHDOWK\�GR������1DWLRQDO�RSSUHVVLRQ�DQG�FODVV�RSSUHVVLRQ�KDG�WR�EH�GLUHFW�DQG�SHUVRQDO�
EHIRUH�WKH\�FRXOG�JHQHUDWH�FRXQWHUUHDFWLRQ��7RGD\�WKH�VHQVH�RI�LQHTXDOLW\�FDQ�EH�YLFDULRXV�DQG�QHYHUWKHOHVV�
H[WUDRUGLQDULO\�LQWHQVH��EHFDXVH�LW�FDQ�EH�PDJQLILHG�EH\RQG�WKH�OHYHO�RI�SHUVRQDO�H[SHULHQFH��

%XW�WKRXJK�WKH�FRPPLWPHQW�WR�WKH�LGHD�RI�HTXDOLW\�FXUUHQWO\�FRPPDQGV�WKH�JUHDWHVW�DOOHJLDQFH��WKH�
GHILQLWLRQ�RI�HTXDOLW\�UHPDLQV�HOXVLYH��,Q�WKH�FRPPXQLVW�VWDWHV�WKH�VWUXJJOH�IRU�SROLWLFDO�HTXDOLW\�LQYROYHV�WKH�
GHVLUH�WR�GR�DZD\�ZLWK�WKH�ULJKW�WR�UXOH�DV�D�SULYLOHJH�RI�RQO\�D�IHZ��ZLWK�WKH�ULJKW�WR�UHDG�DQG�WR�WUDYHO�IUHHO\�DV�D�
SURIHVVLRQDO�SUHURJDWLYH�RI�RQO\�WKRVH�DW�WKH�WRS�RI�WKH�SRZHU�HOLWH��ZLWK�WKH�ULJKW�WR�EX\�ZKDW�RQH�GHVLUHV�DV�DQ�
DGYDQWDJH�HQMR\HG�RQO\�E\�WKRVH�RQ�JRYHUQPHQWDO�DVVLJQPHQWV�DEURDG�RU�ZLWK�DFFHVV�WR�VSHFLDO�VWRUHV�IRU�KLJK�

FRQVFLRXVQHVV��DQG�WR�VXEVWLWXWH�WKH�DEVWUDFW���(ULF�$��+DYHORFN��3UHIDFH�WR�3ODWR� &DPEULGJH��0DVV���������S��������7KH�FRQFHQWUDWLRQ�RQ�WKH�
DEVWUDFW�ZDV�DVVRFLDWHG�ZLWK�WKH�DSSHDUDQFH�RI�D�QHZ�WHFKQLTXH�RI�FRPPXQLFDWLRQ²WKH�ZULWWHQ��ZKLFK�ILUVW�VXSSOHPHQWHG�DQG�WKHQ�GLVSODFHG�
WKH�DQWHFHGHQW�RUDO�WUDGLWLRQ��SS�����������(SLF�SRHWU\�UHOLHG�RQ�QDUUDWLYH��ZKLFK�ERWK�VWLPXODWHG�DQG�GHSHQGHG�RQ�HPRWLRQDOO\�VKDUHG�
H[SHULHQFH��WKH�PRUH�DEVWUDFW�FDWHJRUL]DWLRQ�RI�UHDOLW\�EHFDPH�SRVVLEOH�ZLWK�WKH�LQWURGXFWLRQ�RI�WKH�DOSKDEHW�DQG�ZULWLQJ��DQG�LW�RSHQHG�WKH�
GRRUV�RI�KLVWRU\�WR FRQFHSWXDOL]DWLRQ��%RWK�&KULVWLDQLW\�DQG�0DU[LVP�VWHSSHG�WKURXJK�WKHVH�GRRUV�



�������

RIILFLDOV��1HYHUWKHOHVV��FRPPXQLVW�SDUW\�OHDGHUV��ZKR�KDYH�ORQJ�DVVXPHG�WKDW�WKH�HOLPLQDWLRQ�RI�SURSHUWLHG�
FODVVHV�ZRXOG�DXWRPDWLFDOO\�HQVXUH�VRFLDO�HTXDOLW\�DV�WKH�EDVLV�IRU�SHUVRQDO�OLEHUW\��ILQG�WKLV�GHVLUH�IRU�OLEHUWDULDQ�
HTXDOLW\�GLIILFXOW�WR�FRPSUHKHQG��

,Q�WKH�QHZ�DQG�GHYHORSLQJ�VWDWHV��WKH�GLIILFXOW\�LQ�GHILQLQJ�HTXDOLW\�LV�FRPSRXQGHG�E\�WKH�IDFW�WKDW�LQ�
PRVW�FDVHV�FRPSODLQWV�UHVXOW�QRW�RQO\�IURP�LPPHGLDWH�VRFLDO�LQHTXLWLHV�EXW�IURP DQ�DFXWH�VHQVH�RI�GHSULYDWLRQ�
YLV�D�YLV�WKH�GHYHORSHG�ZRUOG��7KH�VPDOO�VL]H�RI�PDQ\�RI�WKH�QHZ�VWDWHV�IXUWKHU�LQWHQVLILHV�WKHLU�IHHOLQJ�RI�LP��
SRWHQFH�DQG�FRPSOLFDWHV�WKH�WDVN�RI�UHGUHVV���7KHLU�HFRQRPLF GHSHQGHQFH�RQ�XQVWDEOH�FRPPRGLW\�PDUNHWV�DQG�
IRUHLJQ�FDSLWDO�PHDQV�WKDW�WKHLU�OLEHUW\�LV�KLJKO\�UHODWLYH�DQG�WHQXRXV��7KH�UHVXOW�LV�D�FRQGLWLRQ�LQ�ZKLFK�OLEHUW\�
VHHPV�WKUHDWHQHG�E\�WKH�DEVHQFH�RI�LQWHUQDWLRQDO�HTXDOLW\��

,W�LV�WKH�GHVLUH�IRU�HTXDOLW\�WKDW�KDV�PDGH�PRVW�RI�WKH�OHDGHUV�RI�WKH�QHZ�VWDWHV�HPEUDFH�VRFLDOLVP��7KH\�
VHH�LQ�VRFLDOLVP�D�YHKLFOH�IRU�HQVXULQJ�WKH�REMHFWLYHV�ZKLFK�PRVW�RI�WKHP�VKDUH��WKH�IORZHULQJ�RI�WKHLU�QDWLRQV
�
RZQ�GLVWLQFWLYH�FXOWXUHV��QDWLRQDO�HFRQRPLF�GHYHORSPHQW��DQG�WKH�JUDGXDO�HURVLRQ�RI�LQWHUQDO�DQG�H[WHUQDO�
LQHTXDOLW\��7KHLU�VRFLDOLVP�VKDUHV�WKH�0DU[LVW�DQDO\VLV�RI�FDSLWDOLVP�DQG�WKH�/HQLQLVW�GHVFULSWLRQ�RI�LPSHULDOLVP��
WKRXJK�WKH�OHDGHUV�WHQG�WR�VWUHVV�WKDW�WKHLU�HFRQRPLF�DSSURDFK�DYRLGV�WKH�HUURUV�QRW�RQO\�RI�FDSLWDOLVP�EXW�RI�
FRPPXQLVP�DV�ZHOO�����,QGHHG��VRPH�OHDGHUV�KDYH�FODLPHG�WKDW�WKHLU�VRFLDOLVP²OHVV�GRJPDWLF�DQG�HQULFKHG�E\�
LQGLJHQRXV�WUDGLWLRQV²ZRXOG�SURYLGH�WKH�ZRUOG�ZLWK�D�PRUH�KXPDQH�DOWHUQDWLYH�WKDQ�HLWKHU�WKH�GRFWULQDLUH�
PDWHULDOLVP�RI�FRPPXQLVP�RU�WKH�VRFLDO�LQGLIIHUHQFH�RI�WKH�FRUSRUDWH�:HVW�����:ULWLQJ�MXVW�EHIRUH�WKH�DWWDLQPHQW�
RI�LQGHSHQGHQFH�LQ�.HQ\D��7RP�0ER\D��LQ�GLVFXVVLQJ�WKH�$IULFDQ�FRQFHSW�RI�VRFLDOLVP��GHFODUHG�WKDW�HYHQWXDOO\�
$IULFD��ZLOO�VKRZ�WKH�UHVW�RI�WKH�ZRUOG�ZKDW�IUHHGRP�UHDOO\�PHDQV������

7KHVH�YLHZV��KRZHYHU��UHPDLQ�HVVHQWLDOO\�XQVWUXFWXUHG DQG�XQV\VWHPDWL]HG��7KRXJK�WKH\�KDYH�EHHQ�
GHVFULEHG�E\�VRPH�VFKRODUV�DV�DQ�LGHRORJ\��WKH\�WHQG�WR�ODFN�WKH�V\VWHPDWLF��FRKHUHQW��LQWHJUDWHG��DQG�
LQWHOOHFWXDOO\�VXVWDLQHG�FKDUDFWHU�RI�HLWKHU�VRFLDOLVP�RU�FRPPXQLVP��DQG�WKHUH�LV�DQ�DEVHQFH�RI�IRUPDO�GRJPDV�
DQG�LQVWLWXWLRQDO�HPERGLPHQW��7KRXJK�WKH\�EDFN�WKHLU�YLHZV�E\�XQGHPRFUDWLF�SROLWLFDO�SRZHU�DQG�SKUDVH�WKHP�LQ�
D�WHUPLQRORJ\�ODUJHO\�GHULYHG�IURP�0DU[LVP��DQG�WKRXJK�WKH\�DUH�QHFHVVDULO\�SUHRFFXSLHG�ZLWK�LPSURYLQJ�PDQ
V�
HFRQRPLF�OLIH��WKH�OHDGHUV�RI�WKH QHZ QDWLRQV�WHQG�WR�OD\�VWUHVV�RQ�WKH�SUH�HPLQHQFH�RI�QDWLRQKRRG�DQG�RI�WKH�
VSLULWXDO�LPSRUWDQFH�RI�WKH�KXPDQ�EHLQJ��7KLV�LV�DOVR�WUXH�RI�WKH�QHZ�LQGLJHQRXV�LQWHOOHFWXDOV²WKRVH�LQ�WKH�VRFLDO�
OD\HU�LPPHGLDWHO\�EHORZ�WKH�SUHVHQW�7KLUG�:RUOG�OHDGHUV²ZKR�WHQG�WR�EH�HYHQ�PRUH�UDGLFDO�LQ�WKHLU�RXWORRN��
PRUH�VXVFHSWLEOH�WR�UDFLVW�DSSHDOV��DQG�KLJKO\�HPRWLRQDO�LQ�EHKDYLRU�����7KHLU�HFVWDWLF�0DU[LVP�LV�D�IDU�FU\�IURP�
HLWKHU�WKH�VFKRODVWLFLVP�RI�0DU[�RU�WKH�RUJDQL]DWLRQDO�VLQJOH�PLQGHGQHVV�RI�/HQLQ��

0RUHRYHU��WKH H[SHULHQFH�RI�VHYHUDO�\HDUV�RI�LQGHSHQGHQFH�KDV�KDG�D�FKLOOLQJ�HIIHFW�RQ�WKRVH�ZKR�
RULJLQDOO\�VDZ�LQ�WKH�QHZ�QDWLRQV�DQ�H[SUHVVLRQ�RI�D�PRUH�KXPDQH�YLVLRQ�DQG�DQ�H[DPSOH�IRU�RWKHUV��,Q�PDQ\�RI�
WKH�QHZ�VWDWHV�WKH�UXOLQJ�HOLWHV�KDYH�UHVWULFWHG�OLEHUW\�RQ�WKH�JURXQG�WKDW�VXFK�UHVWULFWLRQ�LV�QHFHVVDU\�WR�ILJKW�
LQHTXDOLW\�E\�HOLPLQDWLQJ�SULYLOHJH�RQ�WKH�KRPH�IURQW�DQG�E\�PRELOL]LQJ�QDWLRQDO�HIIRUWV�WR�EULGJH�WKH�ZLGHQLQJ�
JDS�EHWZHHQ�WKH�QDWLRQ�DQG�WKH�RXWVLGH�ZRUOG�����7KH�SDVVLRQ�IRU�HTXDOLW\�KDV�LQ�VRPH�SODFHV�EHHQ�GHEDVHG�LQWR�D�
UDFLDO�QDWLRQDOLVP�WKDW�ILQGV�LWV�H[SUHVVLRQ�LQ�WKH�H[SXOVLRQ�RI�QRQQDWLYH�WULEHVPHQ��&KLQHVH�IURP�,QGRQHVLD��
$VLDQV�IURP�(DVW�$IULFD��DQG�PRUH�JHQHUDOO\�LQ�D�[HQRSKRELF�DQG�HYHQ�UDFLDO�UHVHQWPHQW�RI�WKH�GHYHORSHG�ZKLWH�
ZRUOG�DV�WKH�SULQFLSDO�H[SORLWHU��7KH�QHZ�SROLWLFDO�HOLWHV�KDYH�VKRZQ�D�VWURQJ�SURSHQVLW\�WRZDUG�FRQVSLFXRXV�
FRQVXPSWLRQ��DW�VRPH�H[SHQVH�WR�WKHLU�VRFLDO�FRQVFLRXVQHVV��

7KH�SUREOHP�RI�HTXDOLW\�SRVHV�LWVHOI�UDWKHU�GLIIHUHQWO\�LQ�WKH�PRUH�GHYHORSHG�DQG�SURVSHURXV�FRXQWULHV��
7KHUH��SDUWLFXODUO\�LQ�WKH�8QLWHG�6WDWHV��LW�KDV�WDNHQ�WKH�IRUP�RI�RSSRVLWLRQ�WR��ELJQHVV��LQ�LQVWLWXWLRQV�DQG�YHVWHG�
LQWHUHVWV��2SSRQHQWV�RI��ELJQHVV��DUJXH�WKDW�WKH�SROLWLFDO�SURFHVV�LV�GHFHSWLYH�EHFDXVH�WKH��RQH�PDQ��RQH�YRWH��
IRUPXOD�PHUHO\�REVFXUHV�WKH�XQGHUO\LQJ�LQHTXDOLW\�RI�SRZHU�EHWZHHQ�WKH�LQGLYLGXDO�DQG��IRU�H[DPSOH��WKH�
FRUSRUDWLRQV��0RUH�VSHFLILFDOO\��WKH�QRWLRQ�RI�HTXDOLW\²UDWKHU�WKDQ�WKDW�RI�OLEHUW\²�KDV�EHHQ�DW�WKH�KHDUW�RI�WKH�
FLYLO�ULJKWV�VWUXJJOH�LQ�WKH�8QLWHG�6WDWHV��)RUPDO��OLEHUW\��KDV�EHHQ�JUDGXDOO\�DQG�SDLQIXOO\�REWDLQHG�E\�WKH�
EODFNV�ZLWK�WKH�SDVVDJH�RI�FLYLO�ULJKWV�OHJLVODWLRQ��SDUWLFXODUO\�OHJLVODWLRQ�JXDUDQWHHLQJ�WKH�ULJKW�WR�YRWH��7KDW�
�OLEHUW\�� KRZHYHU��KDUGO\�DVVXUHV�WKH�EODFNV�HTXDOLW\�LQ�$PHULFD��DQG�WKH�EODFN�PDQ
V�VWUXJJOH�WRGD\�LV�WR�REWDLQ�
WKH��HTXDOLW\��WKDW�WKH�ZKLWH�PDQ�DOUHDG\�SRVVHVVHV��'HILQLQJ�WKDW��HTXDOLW\��LV�SUHFLVHO\�ZKDW�SHUSOH[HV�WKH�
FROOHJH�SUHVLGHQW�RU�WKH�FLW\�PDQDJHU��WR�ZKRP�OLEHUW\�KDV�WUDGLWLRQDOO\�EHHQ�V\QRQ\PRXV�ZLWK�HTXDOLW\��

7KH�VRFLDO�WHQVLRQV LQ�WKH�GHYHORSHG�ZRUOG²DQG�WKLV�LV�WUXH�RI�VRPH�FRPPXQLVW�FRXQWULHV�DV�ZHOO�DV�RI�
PRUH�SOXUDOLVWLF�VRFLHWLHV�²KLJKOLJKW�WKH�GLIILFXOW\�RI�VHHNLQJ�HTXDOLW\�SXUHO\�RQ�WKH�H[WHUQDO�DQG�PDWHULD SODQH��
$IWHU�VHYHUDO�FHQWXULHV�RI�VRFLDO�DFWLYLVP ²ZKLFK�HPSKDVL]HG�WKH�H[WHUQDO�PDQ²FRQWHPSRUDU\�PDQ�LQ�WKH�
DGYDQFHG�LQGXVWULDO�FRXQWULHV�FRQIURQWV�D�FULVLV�RI�VHOI�GHILQLWLRQ�IRU�ZKLFK�KH�ILQGV�QR�VDWLVIDFWRU\�DQVZHUV�LQ�
HLWKHU�HVWDEOLVKHG�UHOLJLRQ�RU�LGHRORJ\��:LWK�WKH�JUDGXDO�IDGLQJ�RI�QDWLRQDOLVW�DQG�LGHRORJLFDO�SDVVLRQV��LQQHU�
FHUWLWXGH�DQG�H[WHUQDO�FRPPLWPHQW�KDYH�\LHOGHG�WR�LQQHU�DPELJXLW\�DQG�H[WHUQDO�XQFHUWDLQW\��

6\QFUHWLF�%HOLHI�
:KHQ�0LFKHO�)RXFDXOW�SURFODLPHG��WKH�GHDWK�RI�PDQ���KH�ZDV�H[SUHVVLQJ�LQ�DOPRVW�1LHW]VFKHDQ�WHUPV�

��7KH�PHGLDQ�SRSXODWLRQ�RI�DOO�VWDWHV�LQGHSHQGHQW�EHIRUH������LV�WRGD\������PLOOLRQ��RI�WKRVH�HPHUJLQJ�IURP�WKH�ILUVW�DQWLFRORQLDO�UHYROXWLRQ�
DQG�WKH�GLVVROXWLRQ�RI�G\QDVWLF�HPSLUHV������������������PLOOLRQ��DQG�RI�WKRVH�WKDW�ZRQ�WKHLU�LQGHSHQGHQFH�LQ�WKH�ODVW�WZR�GHFDGHV��RQO\�����
PLOOLRQ��7KHUH�PD\�EH�VRPH�GLVDJUHHPHQW�RQ�WKH�RSWLPXP�VL]H�RI�D�QDWLRQ�VWDWH��EXW�WKHUH�LV�OLWWOH�GRXEW�WKDW�LW�LV�DERYH�WKUHH�RU�IRXU�PLOOLRQ��
7KH�YHU\�VL]H�RI�WKH�QHZO\�SURFODLPHG�VWDWHV��SDUWLFXODUO\�LQ�$IULFD��PDNHV�LW�GLIILFXOW�IRU�WKHP�WR�UHDOL]H�WKRVH�DVSLUDWLRQV�RI�PRGHUQLW\�DQG�
SRZHU��RI�GLJQLW\�DQG�SURVSHULW\��ZKLFK�WKHLU�OHDGHUV�SURIHVV���'DQNZDUW�5XVWRZ��$�:RUOG�RI�1DWLRQV��:DVKLQJWRQ��'�&� ������S�������
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WKH�SHVVLPLVP�LQKHUHQW�LQ�WKH�UHDFWLRQ�DJDLQVW�3URPHWKHDQ�LGHRORJLHV���7KDW�UHDFWLRQ��LQ�

(8523($1� =(,7*(,67�
2QH�KXQGUHG�\HDUV�DJR� 7RGD\�

��� 7KHUH�LV�SURJUHVV�� ��� 7KHUH�LV�QR�SURJUHVV��
��� 6RFLDO�HYROXWLRQ�LV�OLQHDU�� ��� 6RFLDO�HYROXWLRQ�LV�F\FOLFDO��
��� :HVWHUQ����FLYLOL]DWLRQ����LV� PRY LQJ�

FRQWLQXDOO\��WRZDUG���JUHDWHU�KHLJKWV�LQ�
FXOWXUDO�DQG�VRFLDO�GHYHORSPHQW��

��� :HVWHUQ�FLYLOL]DWLRQ�LV�LQ�D�SHULRG�RI�
GLVLQWHJUDWLRQ�DQG�GHFOLQH��

��� 0DQ�LV�UDWLRQDO�� ��� 0DQ�LV�QRQUDWLRQDO�RU�LUUDWLRQDO��
��� 6RFLHW\�LV�FRPSRVHG�RI�LQGLYLGXDOV�

ZKR��EHLQJ UDWLRQDO�RU�FDSDEOH��RI�
HFRPLQJ�UDWLRQDO� VKDOO ERRVW�PDQNLQG�
WR�QHZ�OHYHOV�RI�DFFRPSOLVKPHQW��

��� 6RFLHW\��LV��FRPSRVHG��RI�PDVVHV�ZKR��
EHLQJ�QRQUDWLRQDO�DQG�HDVLO\ QIOXHQFHG��
VKDOO�UHGXFH�PDQNLQG�WR�PHGLRFULW\��

WXUQ��UHIOHFWV�WKH�VFLHQWLILF�FRPSOH[LW\�RI�PRGHUQ�VRFLHW\��ZKLFK�VWLPXODWHV�D�IHHOLQJ�RI�IXWLOLW\�DQG�LPSRWHQFH�RQ�
WKH�SDUW�RI�WKH�LQGLYLGXDO��)RXFDXOW
V�YLHZV��DVVRFLDWHG�ZLWK�D�VFKRRO�RI�WKRXJKW�FDOOHG��VWUXFWXUDOLVP���KDYH�EHHQ�
FKDUDFWHUL]HG�E\�D�FULWLF�DV�WKH�LGHRORJ\�RI�FRQWHPSRUDU\ WHFKQRFUDF\��IRU�)RXFDXOW�VHHV�PDQ�DV�WKH�REMHFW�RI�D�
SURFHVV�ZKLFK�GHSULYHV�KLP�RI�DQ\�DXWRQRP\�DQG�UXOHV�KLP�LPSHUVRQDOO\��DFFRUGLQJ�WR�D�VWUXFWXUDO�G\QDPLF�����
7KH�UHMHFWLRQ�RI�FRQVFLRXV�KLVWRU\²WKXV�VWULNLQJ�DW�WKH�KHDUW�RI�WKH�LGHRORJLFDO�UHOLJLRXV�DSSURDFK�WKDW�KDV�
GRPLQDWHG�:HVWHUQ�WKLQNLQJ²LV�LWVHOI�D�UHIOHFWLRQ�RI�WKH�FRQWHPSRUDU\�FULVLV�LQ�YDOXHV��DVVXPSWLRQV��DQG�EHOLHIV�
DQG�RI�WKH�FROODSVH�RI�DOO�LQWHJUDWHG�DQG�VLPXOWDQHRXVO\�SXUSRVLYH�KLVWRULFDO�LQWHUSUHWDWLRQV����

&HQWXULHV�DJR��LQ�WKH�JUHDW�UHOLJLRQV��PDQ�GHILQHG�WKH�QRUPV�WKDW�RXJKW�WR�JXLGH�WKH�UHODWLRQV�DPRQJ�
PHQ��1RZ��IRU�WKH�ILUVW�WLPH�LQ�UHFRUGHG�KLVWRU\��PDQ�LV�EHJLQQLQJ²WKRXJK�MXVW�EHJLQQLQJ²WR�OLEHUDWH�KLPVHOI�
IURP�WKH�RSSUHVVLYH�VWUXJJOH�WR�VXUYLYH�DV�D�SK\VLFDO�EHLQJ��7KLV�KDV�SURPSWHG�D�UHQHZHG�FRQFHUQ�ZLWK�WKH�PRUH�
HOXVLYH��VSLULWXDO�DVSHFWV�RI�H[LVWHQFH��Á� LW�KDV�DOVR FUHDWHG�D�VWDWH�RI�DJLWDWLRQ��LQ�ZKLFK�V\VWHPDWLF�GLDORJXH�
LQFUHDVLQJO\�EUHDNV�GRZQ�EHFDXVH�RI�WKH�ODFN�RI�VKDUHG�DVVXPSWLRQV��1DWXUDOO\��WKLV�LV�HVSHFLDOO\�WUXH�RI WKH�
LQWHOOHFWXDO�FRPPXQLW\��WKRXJK�WKH�UHDFWLRQ�JUDGXDOO\�FRPPXQLFDWHV�LWVHOI�WR�WKH�ERG\�SROLWLF��$V�D�FRQVHTXHQFH��
WKH�PDMRULW\�RI�SHRSOH�DELGH�E\�SURFHGXUDO�SROLWLFDO�RUGHU�RQO\�DV�ORQJ�DV�WKDW�RUGHU�ZRUNV��EXW�WKH\�KDYH�OHVV�DQG�
OHVV�LQWHUQDO�FRPPLWPHQW�WR�LW���7KH�SDVVLYH EHKDYLRXU�RI�WKH�)UHQFK�SHRSOH�GXULQJ�WKH�0D\������FROODSVH�RI�
SROLWLFDO�RUGHU�LV�D�FDVH�LQ�SRLQW���7R�EH�VXUH��WKHUH�LV�PXFK�GLVFXVVLRQ�WRGD\�RI�WKH�QHHG�WR�UHDVVHUW�KXPDQ�
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VDYRU�D�IHHOLQJ�RI�WHFKQRORJLFDO�VXSHULRULW\�
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3$57�,,,�
&RPPXQLVP��7KH�3UREOHP�RI�5HOHYDQFH�

0DU[LVP��ERUQ�RI�WKH�VRFLDO�XSKHDYDO�SURGXFHG�E\�WKH�FRPELQHG�HIIHFWV�RI�WKH�LQGXVWULDO�DQG�QDWLRQDOLVW�
UHYROXWLRQV��SURYLGHG�D�XQLTXH�LQWHOOHFWXDO�WRRO�IRU�XQGHUVWDQGLQJ�DQG�KDUQHVVLQJ�WKH�IXQGDPHQWDO�IRUFHV�RI�RXU�
WLPH��$V�ERWK�D�SURGXFW�DQG�D�UHVSRQVH�WR�D�SDUWLFXODUO\�WUDXPDWLF�SKDVH�RI�PDQ
V�KLVWRU\��LW�VXSSOLHG�WKH�EHVW�
DYDLODEOH�LQVLJKW�LQWR�FRQWHPSRUDU\�UHDOLW\��LW�LQIXVHG�SROLWLFDO�DFWLRQ�ZLWK�VWURQJ�HWKLFDO�HOHPHQWV��LW�IRUPHG�WKH�
EDVLV�IRU�D�VXVWDLQHG�DWWDFN�RQ�DQWLTXDWHG�SUH�LQGXVWULDO�VRFLDO�LQVWLWXWLRQV��DQG�LW�UDLVHG�WKH�EDQQHU�RI�
LQWHUQDWLRQDOLVP�LQ�DQ�DJH�LQFUHDVLQJO\�GRPLQDWHG�E\�QDWLRQDO�KDWUHGV��

$V�WKH�ILUVW�VWDWH�WR�KDYH�SXW�0DU[LVW�WKHRU\�LQWR�SUDFWLFH��WKH�6RYLHW�8QLRQ�FRXOG�KDYH�HPHUJHG�DV�WKH�
VWDQGDUG�EHDUHU�RI�WKLV�FHQWXU\
V�PRVW�LQIOXHQWLDO�V\VWHP�RI�WKRXJKW�DQG�DV�WKH�VRFLDO�PRGHO�IRU�UHVROYLQJ�WKH�NH\�
GLOHPPDV�IDFLQJ�PRGHUQ�PDQ��<HW�WRGD\�6RYLHW�FRPPXQLVP�LV�D�FRQVHUYDWLYH�EXUHDXFUDWL]HG�GRFWULQH��,Q�&KLQD��
WKH�VFHQH�RI�WKH�PRVW�H[WHQVLYH�DSSOLFDWLRQ�RI�0DU[LVW�SULQFLSOHV�WR�H[WUHPH LQGXVWULDO�EDFNZDUGQHVV��
FRPPXQLVP�LV�D�FXULRXV�PL[WXUH�RI�HWKQRFHQWULF�QDWLRQDOLVP�DQG�LGHRORJLFDO�IXQGDPHQWDOLVP��LQ�WKH�PRUH�
DGYDQFHG�:HVW�FRPPXQLVP�LV�YLWDO�RQO\�WR�WKH�H[WHQW�WKDW�LW�EOXUV�LWV�LGHRORJLFDO�LGHQWLW\�E\�FROODERUDWLQJ�ZLWK�
LWV�HUVWZKLOH�LGHRORJLFDO�ULYDOV��DQG�LQ�WKH�(DVW�LWV�LGHRORJLFDO�PLOLWDQF\�IHHGV�RQ�D�GHOLEHUDWH�LGHQWLILFDWLRQ�ZLWK�
WKH�PRVW�IDQDWLF�QDWLRQDOLVW�SDVVLRQV��,Q�VXP��FRQWHPSRUDU\�FRPPXQLVP�KDV�VDFULILFHG�0DU[LVP
V�3URPHWKHDQ�
FRPPLWPHQW�WR�XQLYHUVDO�KXPDQLVP��

7KH�WUDJHG\�RI�FRPPXQLVP�DV�D�XQLYHUVDO�SHUVSHFWLYH�LV�WKDW�LW�FDPH�ERWK�WRR�HDUO\�DQG�WRR�ODWH��,W�ZDV�
WRR�HDUO\�WR�EH�D�VRXUFH�RI�WUXH�LQWHUQDWLRQDOLVP��EHFDXVH�PDQNLQG�ZDV�RQO\�MXVW�DZDNHQLQJ�WR�QDWLRQDO�VHOI��
DZDUHQHVV�DQG�EHFDXVH�WKH�OLPLWHG�WHFKQRORJLFDO�PHDQV�RI�FRPPXQLFDWLRQ�DYDLODEOH�ZHUH QRW�\HW�UHDG\�WR�
UHLQIRUFH�D�XQLYHUVDO�SHUVSHFWLYH��,W�FDPH�WRR�ODWH�IRU�WKH�LQGXVWULDO�:HVW��EHFDXVH�QDWLRQDOLVP�DQG�OLEHUDO�
FRQFHSWV�RI�VWDWH�UHIRUPLVP�SUH�HPSWHG�LWV�KXPDQLVW�DSSHDO�WKURXJK�WKH�QDWLRQ�VWDWH��,W�FDPH�WRR�HDUO\�IRU�WKH�
SUH�LQGXVWULDO�(DVW��ZKHUH�LW�VHUYHG�DV�WKH�LGHRORJLFDO�DODUP�FORFN�IRU�WKH�GRUPDQW�PDVVHV��VWLPXODWLQJ�LQ�WKHP�
LQFUHDVLQJO\�UDGLFDO�QDWLRQDOLVP��

7RR�ODWH�LQ�WKH�:HVW��WRR�HDUO\�LQ�WKH�(DVW��FRPPXQLVP�IRXQG�LWV�PRPHQW�RI�RSSRUWXQLW\�LQ�QHLWKHU�:HVW�
QRU�(DVW�EXW�LQ�WKH�KDOIZD\�KRXVH�RI�5XVVLD��,WV�IDLOXUHV�DQG�VXFFHVVHV��DV�ZHOO�DV�LWV�VSHFLILF�FKDUDFWHU��WKHUHIRUH��
KDYH�WR�EH�VHHQ�LQ�WKH�FRQWH[W�RI�WKDW�SHFXOLDU�ILIW\�\HDU�WLH�EHWZHHQ�D�ZRXOG�EH�XQLYHUVDOLVW�GRFWULQH�DQG�D�KLJKO\�
VSHFLILF�(XUDVLDQ�QDWLRQDO�VHWWLQJ��7R�WKH SUHVHQW�GD\�ZRUOG�WKH�SUDFWLFDO�UHDOLW\�RI�FRPPXQLVP�LV�PDLQO\�ZKDW�
5XVVLD�KDV�PDGH�RI�LW��

7R�PRGHUQ�PDQ�FRPPXQLVP�LQ�&KLQD�UHSUHVHQWV�RQO\�D�SRWHQWLDO�DQG�GRHV�QRW�RIIHU�D�UHOHYDQW�H[DPSOH��
7KRXJK�VRPH�DVSHFWV�RI�&KLQHVH�FRPPXQLVP²LWV�DOOHJHG�SXULWDQLVP� LWV�VHHPLQJO\�SHUPDQHQW�UHYROXWLRQ��LWV�
LGHRORJLFDO�PLOLWDQF\²PD\�DSSHDO�WR�WKH�PRUH�GLVDIIHFWHG�DQG�HPRWLRQDO�:HVWHUQ�LQWHOOHFWXDOV��DV�D�VRFLDO�
PRGHO�&KLQD�RIIHUV�OLWWOH�JXLGDQFH�WR�WKRVH�FRQFHUQHG�ZLWK�WKH�SUREOHPV�RI�DGYDQFHG�LQGXVWULDO�FLYLOL]DWLRQ� 6WLOO�
VWUXJJOLQJ�ZLWK�LWV�RZQ�EDFNZDUGQHVV��VXIIHULQJ�IURP�SROLWLFDO�XQFHUWDLQWLHV� PLUHG�LQ�FRQIOLFWV�ZLWK�LWV�
LPPHGLDWH�QHLJKERUV��LQFUHDVLQJO\�6LQL�I\LQJ�LWV�0DU[LVP�/HQLQLVP��&KLQD�PD\�EH�D�UHYROXWLRQDU\�V\PERO�IRU�
VRPH��EXW�LW�KDUGO\�RIIHUV�D�EOXHSULQW�IRU�FRSLQJ�ZLWK�WKH�VRFLDO�DQG�SV\FKRORJLFDO�GLOHPPDV�SRVHG�E\�WKH�SRVW��
LQGXVWULDO�DJH��

7R�EH�VXUH��&KLQD�PD\�DSSHDU�LQ�D�GLIIHUHQW�OLJKW�WR�VRPH�RI�WKH�ZRXOG�EH�UHYROXWLRQDU\�HOLWHV�LQ�WKH�OHVV�
GHYHORSHG�QDWLRQV��)RU�VRPH�RI�WKHP��&KLQD�SURYLGHV�DQ�DWWUDFWLYH�H[DPSOH�RI�QDWLRQDO�GLVFLSOLQH�DQG�LGHRORJLFDO�
GHGLFDWLRQ��RI�D�PDVVLYH�VRFLDO�HIIRUW�WR�PRGHUQL]H�LQ�VSLWH�RI�WHFKQRORJLFDO�EDFNZDUGQHVV��%XW�HYHQ�RQ�WKLV�OHYHO�
WKH�&KLQHVH�PRGHO�LV�UHOHYDQW�RQO\�DV�DQ�H[DPSOH�RI�ZLOO�DQG�SXUSRVH��DV�D�JXLGH�WR WKH�IXWXUH��QRW�DV�DQ�H[DPSOH�
RI�KRZ�FRPPXQLVP�UHVSRQGV�WR�WKH�SUREOHPV�RI�PRGHUQLW\��7KH�H[SHULHQFH�RI�WKH�6RYLHW�8QLRQ�SURYLGHV�WKH�
RQO\�DQVZHU�WR�WKDW�FUXFLDO�WHVW��

���7KH�6WDOLQLVW�3DUDGR[�
2QH�PDQ�GRPLQDWHG�DOPRVW�WZR�WKLUGV�RI�6RYLHW�KLVWRU\��DQG�KLV�QDPH�LV�DVVRFLDWHG�ZLWK�ERWK�D�V\VWHP�

RI�UXOH�DQG�D�SDUWLFXODU�DSSURDFK�WR�FRQVWUXFWLQJ�FRPPXQLVP��1R�H[DPLQDWLRQ�RI�FRPPXQLVP
V�FRQWHPSRUDU\�
UROH�LQ�WKH�ZRUOG��WR�VD\�QRWKLQJ�RI�ZLWKLQ�WKH�6RYLHW�8QLRQ��FDQ�DIIRUG�WR�RYHUORRN�6WDOLQ
V�UROH�DQG�6WDOLQ
V�
OHJDF\��7KDW�OHJDF\�LV�UHSUHVHQWHG�E\�WKH�6RYLHW�VWDWH
V�FXUUHQW�LQVWLWXWLRQV�DQG�PRGHV�RI�RSHUDWLRQ��DQG�HYHQ�
WKRXJK�DOPRVW�WZR�GHFDGHV�KDYH�SDVVHG�VLQFH�6WDOLQ
V�GHDWK��DQ\�6RYLHW�GLVFXVVLRQ�RI�UHIRUP�VWLOO�LQHYLWDEO\�
UHYROYHV�DURXQG�WKH�TXHVWLRQ�RI�EUHDNLQJ�ZLWK�6WDOLQLVP��

7KLV�LV�TXLWH�XQGHUVWDQGDEOH��7KH�6RYLHW�VWDWH�DQG�WKH�6RYLHW�VRFLHW\�RI�WRGD\�ZHUH�FUHDWHG�E\�DQ�
XQSUHFHGHQWHG�VRFLDO�UHYROXWLRQ�GHOLEHUDWHO\�FDUULHG�RXW�E\�WKH�SROLWLFDO�HOLWH��9LROHQW�DQG�FRVWO\��WKDW�UHYROXWLRQ�
VKRXOG�QRW�EH�FRQIXVHG�ZLWK�WKH�%ROVKHYLN�VHL]XUH�RI�SRZHU�LQ�������IRU�LW�RFFXUUHG�PRUH�WKDQ�D�GHFDGH�ODWHU��
'XULQJ�WKH�FUXFLDO�\HDUV�RI������������LQ�WKH�FRXUVH�RI�ZKLFK�6RYLHW�VRFLHW\�ZDV�UHVKDSHG�WR�PLUURU�WKH�
LGHRORJLFDO�DVSLUDWLRQV�RI�WKH�SROLWLFDO�UXOHUV��WKDW�UHYROXWLRQ�FRQVXPHG�DW�OHDVW�VL[�DQG�D�KDOI�PLOOLRQ�OLYHV��DV�WKH�

�7KH�PRVW�GHWDLOHG�DFFRXQWLQJ�LV�LQ�5REHUW�&RQTXHVW
V 7KH�*UHDW�7HUURU� 1HZ�<RUN��������+H�FRQFOXGHV�WKDW�DSSUR[LPDWHO\�RQH�PLOOLRQ



�������

QHZ�6RYLHW�VWDWH�WRRN�VKDSH��,W�ZDV�WKDW�UHYROXWLRQ�ZKLFK�VSDZQHG�6RYLHW�5XVVLD
V�SUHVHQW�SROLWLFDO�HOLWH��,W�ZDV�
WKDW�UHYROXWLRQ�ZKLFK�LV�VDLG�WR�KDYH�FRQVWUXFWHG�WKH�ILUVW�VRFLDOLVW�VRFLHW\�EDVHG�RQ�0DU[LVP�DQG�WR�KDYH�ODLG�WKH�
IRXQGDWLRQV�IRU�LWV�HYHQWXDO�HQWUDQFH�LQWR�FRPPXQLVP��,W�LV�DOVR�WKDW�UHYROXWLRQ�ZKLFK�EHJV�WKH�TXHVWLRQ�ZKHWKHU�
WKDW�VSHFLILF�FKDUDFWHU�ZDV�QHFHVVDU\ WR�DVVXUH�WKH�LQGXVWULDO�GHYHORSPHQW�DVVRFLDWHG�VR�LQWHJUDOO\�ZLWK�WKH�
FUHDWLRQ�RI�WKH�QHZ�VRFLHW\��

7KH�1HFHVVLW\�RI�6WDOLQLVP�
7KH�TXHVWLRQ�RI�WKH��QHFHVVLW\��RI�6WDOLQLVP�VKRXOG�QRW�EH�FRQIXVHG�ZLWK�WKDW�RI�LWV��LQHYLWDELOLW\���,Q�

UHWURVSHFW��LQHYLWDELOLW\�FDQ�DOZD\V�EH�PRUH�HDVLO\�GHWHFWHG�LQ�ZKDW�GLG�KDSSHQ�WKDQ�LQ�ZKDW GLG�QRW��6WDOLQLVP�
EHFDPH��LQHYLWDEOH��EHFDXVH�0DU[LVW�SRZHU�ILUVW�WRRN�URRW�LQ�D�VSHFLILF�5XVVLDQ�HQYLURQPHQW�IRUPHG�E\�DQ�
DXWRFUDWLF�SROLWLFDO�WUDGLWLRQ��LQWHOOHFWXDO�IUXVWUDWLRQ��DQG�D�VWURQJ�SURSHQVLW\�WRZDUG�PHVVLDQLVP��$V�D�UHVXOW��FHU��
WDLQ�IDFHWV�RI�0DU[LVP�ZHUH�UHLQIRUFHG�DW�WKH�H[SHQVH�RI�RWKHUV��,W�ZDV�/HQLQ
V�FRQWULEXWLRQ��DQG�WKH�PDUN�RI�KLV�
JHQLXV��WR�KDYH�EHHQ�DEOH�WR�DGDSW�0DU[LVP�WR�KLV�QDWLYH�5XVVLD��DQG�LQ�VR�GRLQJ�WR�KDYH�FUHDWHG�ERWK�0DU[LVW��
/HQLQLVW�LGHRORJ\�DQG�WKH�%ROVKHYLN�SDUW\��

/HQLQ
V�YLFWRU\�RYHU�KLV�ULYDOV�ZLWKLQ�WKH�5XVVLDQ�0DU[LVW�PRYHPHQW�DQG��PRUH�LPSRUWDQW��KLV�VHL]XUH�RI�
SRZHU�XSRQ�WKH�FROODSVH�RI�WKH�ROG�DXWRFUDWLF�VWUXFWXUH��ODLG�WKH�EDVLV�IRU�WKH�VXFFHVVIXO��GH�:HVWHUQL]DWLRQ��RI�
0DU[LVP��D�YLFWRU\�RI�RULHQWDO�GHVSRWLF�SURSHQVLWLHV�RYHU�RFFLGHQWDO�GHPRFUDWLF�WHQGHQFLHV��+LV�HPSKDVLV�RQ�
GRJPDWLF�EHOLHI��RQ�YLROHQFH��RQ�FRQVSLUDWRULDO�DFWLYLW\��DQG�RQ�WKH�DOPRVW�WRWDO�VXERUGLQDWLRQ�RI�WKH�LQGLYLGXDO�WR�
WKH�SDUW\ �SDUWLLQRVW���DV�ZHOO�DV�KLV�LQWROHUDQFH�RI�GLVVHQW�DQG KLV�SDUDQRLG�VXVSLFLRXVQHVV��DOO�WR�VRPH�H[WHQW�
FKDUDFWHULVWLF�RI�0DU[
V�RZQ�EHKDYLRU���ERWK�UHIOHFWHG�DQG�H[WHQGHG�WKH�EUXWDO�DXWRFUDWLF�WUDGLWLRQ�LQ�ZKLFK�KH�
RSHUDWHG��

,W�FDQ�WKHUHIRUH�EH�DUJXHG�WKDW�6WDOLQ
V�HPHUJHQFH�DV�WRS�OHDGHU²DQG�SDUWLFXODUO\�WKH RULHQWDO�VW\OH�DQG�
PRRG�RI�KLV�GHVSRWLVP���²ZDV�IDFLOLWDWHG��LI�QRW�GLFWDWHG��E\�/HQLQ
V�FRQFHSW�RI�WKH�SDUW\�DV�DQ�HOLWLVW�JURXS�
VXVSLFLRXV�RI�WKH��WUDGH�XQLRQ�PHQWDOLW\��RI�WKH�ZRUNHUV�DQG�KRVWLOH�WR�WKH�LQHUWLD�DQG�FRQVHUYDWLVP�RI�WKH�
SHDVDQWV��,QWROHUDQFH�RI�RSSRVLWLRQ�DQG�LQVLVWHQFH�RQ�REHGLHQFH�WR�WKH�SDUW\�IDFLOLWDWHG�WKH�HPHUJHQFH�RI�D�
EXUHDXFUDWLFDOO\�VNLOOHG�GLFWDWRU�FDSDEOH�RI�H[SORLWLQJ�WKHVH�WUDGLWLRQV�WR�SDUDO\]H�ZRXOG�EH�RSSRQHQWV�DQG�ULYDOV��
:ULWLQJ�IURP�HQWLUHO\�GLIIHUHQW�SHUVSHFWLYHV��/HRQDUG�6FKDSLUR�DQG�,VDDF�'HXWVFKHU��ZKR�FHUWDLQO\�GLG�QRW�VHH�
H\H�WR�H\H�HLWKHU�RQ�/HQLQLVP�RU�6WDOLQLVP��ERWK�FRQYH\HG�WKH�GHJUHH�WR�ZKLFK�/HQLQLVP�PDGH�6WDOLQLVP�
SRVVLEOH�E\�LQKLELWLQJ�HIIHFWLYH�RSSRVLWLRQ�ZLWKLQ�WKH�SDUW\�WR�6WDOLQ
V�FRQVROLGDWLRQ�RI�SRZHU����,I�/HQLQ�GLG�QRW�
PDNH�6WDOLQ�LQHYLWDEOH��KH�DW�OHDVW�PDGH�HIIHFWLYH�RSSRVLWLRQ�WR�KLP�ZLWKLQ�WKH�SDUW\�LPSRVVLEOH��

7KH�TXHVWLRQ�RI�WKH��QHFHVVLW\��RI�6WDOLQLVP�LV��KRZHYHU��D�GLIIHUHQW�RQH��,W�SHUWDLQV�WR�WKH�SUREOHP�RI�
ZKHWKHU�6WDOLQLVW�PHWKRGV²DQG�WKH�UHVXOWLQJ�6WDOLQLVW�V\VWHP²ZHUH�QHHGHG�WR�HIIHFW�WKH�VRFLDOLVW�UHYROXWLRQ�
DQG��SDUWLFXODUO\��LQGXVWULDOL]DWLRQ��(YHQ�LI�LW�LV�DVVXPHG�WKDW�6WDOLQLVP�DV�D�SROLWLFDO�V\VWHP�ZDV��LQHYLWDEOH���
LW�GRHV�QRW�IROORZ�WKDW�WKH�HQRUPRXV�KXPDQ�VDFULILFH�WKDW�6WDOLQ�H[WUDFWHG�IURP�WKH�6RYLHW�SHRSOH�ZDV�QHFHVVDU\�
WR�PRGHUQL]H�DQG�LQGXVWULDOL]H�5XVVLD�DQG�WKH�QRQ�5XVVLDQ�QDWLRQV�RI�WKH�8665��7KDW�VDFULILFH�PD\�KDYH�EHHQ�
QHFHVVDU\�WR�SUHVHUYH�WKH�6WDOLQLVW�V\VWHP���EXW�WR�DGYDQFH�WKDW�SURSRVLWLRQ�LV�WR�VKLIW�WKH�JURXQG�RI�WKH�DUJXPHQW�
DQG�WR�PDNH�WKH�FDVH�WKDW�WR�PDLQWDLQ�6WDOLQ
V�SRZHU�6WDOLQLVW�PHDQV�KDG�WR�EH�XVHG��7KHUH�LV�QR�JDLQVD\LQJ�WKDW�
DUJXPHQW��

,W�GRHV�QRW��KRZHYHU��SURYLGH�DQ�DQVZHU�WR�WKH�TXHVWLRQ�ZKHWKHU�6WDOLQLVW�PHWKRGV�KDG�WR�EH�XVHG�WR�
PRGHUQL]H�DQG LQGXVWULDOL]H�5XVVLD�DQG�WKH�QRQ�5XVVLDQ�QDWLRQV�RI�WKH�6RYLHW�8QLRQ��7KH�TXHVWLRQ�LV�LPSRUWDQW�
EHFDXVH�WKH�HQWLUH�HGLILFH�RI�6RYLHW�OHJLWLPDF\²WKH�DXWKRULW\�DQG�WKH�SRZHU�RI�WKH�SUHVHQW�6RYLHW�HOLWH²LV�
GHULYHG�IURP�WKH�FODLP�WKDW�WKH�SDVW�LV�HVVHQWLDOO\ RQH�RI�JORULRXV�DQG�KHURLF�DFKLHYHPHQW��RQO\�VOLJKWO\�PDUUHG�
E\�6WDOLQ
V�RFFDVLRQDO�PLVFRQGXFW�YLV�D�YLV�VRPH�RI�KLV�FRPUDGHV��'HVSLWH�WKH�H[WUDRUGLQDULO\�GHWDLOHG�DQG�JRU\�
DFFRXQWV�RI�6WDOLQ
V�FULPHV�PDGH�DYDLODEOH�WR�WKH�HQWLUH�6RYLHW�SXEOLF�GXULQJ�WKH 7ZHQW\�VHFRQG�&RQJUHVV�RI�WKH�
&RPPXQLVW�3DUW\�RI�WKH�6RYLHW�8QLRQ�LQ�������WKH�WHQGHQF\�RI�WKH�SRVW�.KUXVKFKHY�6RYLHW�OHDGHUV�KDV�EHHQ�WR�
PLQLPL]H�6WDOLQ
V�PLVGHHGV�DQG�WR�VWUHVV�WKH�DFFRPSOLVKPHQWV�RI�WKH�WKLUWLHV��7KH�LPSOLFDWLRQ�LV�WKDW�WKH�SDUW\�
DFWHG�FRUUHFWO\�WKURXJKRXW��DQG�KHQFH�WKDW�LWV�FODLP�WR�SRZHU�LV�GHULYHG�IURP�WKH�HVVHQWLDOO\�LQIDOOLEOH�OHDGHUVKLS�
LW�KDV�SURYLGHG�ERWK�LQ�WKH�SDVW�DQG�LQ�WKH�SUHVHQW��

,W�LV�RQ�WKLV�FRQWHQWLRQ�WKDW�WKH�SUHVHQW�6RYLHW�SROLWLFDO�V\VWHP�EDVHV�LWV�FODLP�WR�PRUDOLW\�DQG�
XQLYHUVDOLW\��7R�TXHVWLRQ�WKH�IRUP�RI�WKH�WUDQVIRUPDWLRQ�RI�WKH�6RYLHW�VRFLHW\�LV�WR�TXHVWLRQ�WKH�OHJLWLPDF\�RI�WKH�
SUHVHQW�UXOHUV��DOEHLW�LQGLUHFWO\��(YHQ�PRUH��LW�LV�WR�TXHVWLRQ�WKH�LQWHUQDWLRQDO�UHOHYDQFH�RI�WKH�6RYLHW�PRGHO��DQG�
SDUWLFXODUO\�LWV�/HQLQLVW�6WDOLQLVW�FRQFHQWUDWLRQ�RI�SRZHU�LQ�WKH KDQGV�RI�D�VPDOO�EXUHDXFUDWLF�SDUW\�HOLWH��7KH�
HYHQWV�LQ�&]HFKRVORYDNLD�LQ�������WKH�6RYLHW�DWWDFNV�RQ�WKH�&KLQHVH��&XOWXUDO�5HYROXWLRQ��EHFDXVH�LW�
XQGHUPLQHG�WKH�SULPDF\�RI�&KLQHVH�SDUW\�RIILFLDOV��DQG�WKH�ORQJ�VWDQGLQJ�6RYLHW�FULWLFLVP�RI�WKH�<XJRVODY�
GLOXWLRQ�RI�SDUW\�VXSUHPDF\�DOO�VKRZ�WKH�H[WHQW�WR�ZKLFK�WKH�6RYLHW�HOLWH�VWLOO�FRQVLGHUV�LWV�SROLWLFDO�PRGHO�WR�EH�

SHUVRQV�ZHUH�DFWXDOO\�H[HFXWHG�EHWZHHQ������DQG�������S��������WKDW�DW�OHDVW�WZR�PLOOLRQ�PRUH�GLHG�LQ�FDPSV�GXULQJ�WKHVH�\HDUV��S��������WR�
ZKLFK�RQH�PD\�DOVR�DGG�WKH�DW�OHDVW�WKUHH�DQG�D�KDOI�PLOOLRQ�ZKR�GLHG�GXULQJ�WKH�FROOHFWLYL]DWLRQ��S������� 0\�RZQ�FDOFXODWLRQV�DUH�WKDW�RI�WKH�
UXOLQJ�SDUW\
V�����PLOOLRQ�PHPEHUV��QR�OHVV�WKDQ���������ZHUH�SXUJHG�GXULQJ�����������DORQH��7KH�3HUPDQHQW�3XUJH� &DPEULGJH��0DVV���
������SS�����������,W�VKRXOG�EH�QRWHG�WKDW�HVWLPDWHV�PDGH�E\�RWKHUV�KDYH�EHHQ�KLJKHU��
�7KH�6WDOLQLVW�WKHRU\�WKDW�FODVV�VWUXJJOH�LQWHQVLILHV�DV�SURJUHVV�WRZDUG�VRFLDOLVP�DFFHOHUDWHV²ZKLFK�FRQIOLFWV�ZLWK�WKH�QRWLRQ�WKDW�FODVV�
VWUXJJOH�LV�D�FRQVHTXHQFH�RI�WKH�H[LVWHQFH�RI�KRVWLOH�FODVVHV�EXW�ZKLFK�MXVWLILHV�LQFUHDVHG�SROLFH�WHUURU²ZDV�IXQFWLRQDOO\�FRQYHQLHQW�WR�WKH�
LQWHUHVWV�RI�6WDOLQ
V�SROLFLHV�DQG�SRZHU�
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RI�EURDGHU�VLJQLILFDQFH��7KLV�OLQN�EHWZHHQ�GRPHVWLF�LQWHUHVWV�DQG�IRUHLJQ�DVSLUDWLRQV�H[SODLQV�6RYLHW�VHQVLWLYLW\�
WR�VXJJHVWLRQV�E\�ERWK�0DU[LVW�DQG�QRQ�0DU[LVW�VFKRODUV�WKDW�WKH�6WDOLQLVW�PRGH�RI�WUDQVIRUPLQJ�6RYLHW�VRFLHW\�
ZDV�ZDVWHIXO��FUXHO��DQG²PRVW�LPSRUWDQW²QHLWKHU�RXWVWDQGLQJO\�VXFFHVVIXO�QRU�QHFHVVDU\��

'LG�6WDOLQ�KDYH�DQ\�DOWHUQDWLYH" $W�OHDVW�VRPH�5XVVLDQV²0DU[LVWV�DV�ZHOO�DV�QRQ�0DU[LVWV²KDG�
HQYLVDJHG�PHDQV�E\�ZKLFK�5XVVLDQ�LQGXVWULDOL]DWLRQ�FRXOG�KDYH�EHHQ�DFKLHYHG�LQ�D�PDQQHU�OHVV�SK\VLFDOO\�DQG�
PRUDOO\�FRVWO\�WKDQ�WKDW�SXUVXHG�E\�6WDOLQ��WKRXJK�RQ�D�FRPSDUDWLYHO\�DPELWLRXV�VFDOH� (YHQ�EHIRUH�WKH������
5HYROXWLRQ��5XVVLDQ�VFKRODUV�ZHUH�GUDZLQJ�XS�SODQV�IRU�WKH�PRGHUQL]DWLRQ�RI�WKHLU�FRXQWU\��3HUKDSV�WKH�PRVW�
LPSRUWDQW�SODQ�ZDV�FRQWDLQHG�LQ�WKH�VWXG\�FRQFOXGHG�LQ������E\�3URIHVVRU�9��*ULQ�HYHWVNLL��UHFWRU�RI�WKH�
0RVFRZ�,QVWLWXWH�RI 7HFKQRORJ\��ZKLFK�RXWOLQHG�D�V\VWHPDWLF�SURJUDP��WR�ODVW�VHYHUDO�GHFDGHV��IRU�WKH�
GHYHORSPHQW�RI�WKH�FRXQWU\��$FFRUGLQJ�WR�DQ�H[WUHPHO\�LQIRUPDWLYH�DQDO\VLV�RI�WKLV�VWXG\���� LQ�DGGLWLRQ�WR�
SURYLGLQJ�IRU�GHOLEHUDWH�VWDWH�DFWLRQ��*ULQHYHWVNLL�SODFHG�JUHDWHU�HPSKDVLV�WKDQ�6RYLHW�SODQQHUV�GLG�RQ�SULFH�
VLJQDOV�DQG�SURILW�FULWHULD�DV�D�PHDQV�E\�ZKLFK�WR�DUULYH��LQ�PRVW�FDVHV�DW�WKH�VDPH�SULRULWLHV��SROLFLHV��DQG�HYHQ�
VSHFLILF�LQYHVWPHQW�FKRLFHV�DV�WKRVH�VHOHFWHG�E\�6RYLHW�SODQQHUV�LQ�GLVUHJDUG�RI�WKHVH�FULWHULD���,QGHHG��WKH�WRS�
SULRULWLHV�DGRSWHG�E\�6RYLHW�SODQQHUV�LQ�WKH�HDUO\�ILYH�\HDU�SODQV�FORVHO\�PDWFKHG�WKRVH�HQYLVDJHG�E\�
*ULQHYHWVNLL��HOHFWULILFDWLRQ��WKH�UHORFDWLRQ�RI�LQGXVWU\�DQG�SRSXODWLRQ�HDVWZDUG��K\GURHOHFWULF�GHYHORSPHQW��
FDQDO�FRQVWUXFWLRQ��DQG�VR�IRUWK����7KRXJK�WKH�VWDQGDUG�6RYLHW�FODLP�KDV�EHHQ�WKDW�6RYLHW�LQGXVWULDOL]DWLRQ�ZDV�
GHULYHG�IURP��WKH�JUDQLWH�IRXQGDWLRQV�RI�0DU[LVP�/HQLQLVP���WKHUH�LV�DEXQGDQW�HYLGHQFH�WKDW�6RYLHW�SODQQHUV��
VRPH�RI�WKHP�*ULQHYHWVNLL
V�IRUPHU�FROOHDJXHV��UHOLHG�KHDYLO\�RQ�KLV�ZRUN��DFFHSWLQJ�KLV�WDUJHWV�WKRXJK�UHMHFWLQJ�
KLV�IRUPXOD�IRU�D�PRUH�IOH[LEOH�GHFLVLRQPDNLQJ�SURFHVV�DQG�IRU�JUHDWHU��WKRXJK�QRW�H[FOXVLYH��UHOLDQFH�RQ�SULFH�
VLJQDOV�DQG�SURILW�FULWHULD��

:LWKLQ�WKH�FRPPXQLVW�SDUW\��WKHUH�ZHUH�DOVR�DOWHUQDWLYH�SODQV�IRU�LQGXVWULDOL]DWLRQ��PRVW�QRWDEO\�WKRVH�
FRPLQJ�IURP�%XNKDULQ�DQG�WKH�VR�FDOOHG��5LJKW�2SSRVLWLRQ���6RPHZKDW�OLNH�*ULQHYHWVNLL��WKH\�DGYRFDWHG�D�
SROLF\�LQ�ZKLFK�SRVLWLYH�LQGXFHPHQWV�ZRXOG�EH�HPSOR\HG�WR�HQFRXUDJH�WKH�SHDVDQWV�WR�LQFUHDVH�WKHLU�SURGXFWLRQ�
DQG�WR�PDNH�WKH�XUEDQ�SRSXODWLRQ�VKDUH�VRPH�RI�WKH�VRFLDO�EXUGHQV�RI�LQGXVWULDOL]DWLRQ��WKH�WLPHWDEOH�IRU�ZKLFK�
ZRXOG�EH�VRPHZKDW�H[WHQGHG��7KH\�ZHUH�SDUWLFXODUO\�RSSRVHG�WR�UDSLG�FRHUFLYH�FROOHFWLYL]DWLRQ²WKH�PHDQV�
XVHG�E\�6WDOLQ�WR�H[WUDFW�D�VXUSOXV�IURP�WKH�SHDVDQWU\²DQG�LQ�WKDW�RSSRVLWLRQ�WKH\�ZHUH�ODWHU�VXSSRUWHG�HYHQ�E\�
7URWVN\��ZKR�LQLWLDOO\�KDG�EHHQ�D�VWURQJ�RSSRQHQW�RI�%XNKDULQ��%\�������7URWVN\�KDG�FRQFOXGHG�WKDW�WKH�
SK\VLFDO�OLTXLGDWLRQ�RI�PLOOLRQV�RI�NXODNV�ZDV�DQ�LPPRUDO��PRQVWURVLW\���ZKLFK�ZDV�LQLWLDWLQJ�D�YLFLRXV�FLUFOH�RI�
FRPSXOVLRQ�DQG�YLROHQFH�WKDW�ZDV�ERXQG�WR�HQJXOI�WKH�VRFLHW\�DV�D�ZKROH�DQG�WR�GLVFUHGLW�FRPPXQLVP����3HUKDSV�
HYHQ�PRUH�GDPDJLQJ�IURP�WKH�6RYLHW�SRLQW�RI�YLHZ�KDYH�EHHQ�WKH�PRUH�UHFHQW�REVHUYDWLRQV�RI�WKH�RWKHUZLVH�
RUWKRGR[�DQG�KLJKO\�SUR�6RYLHW�3ROLVK�FRPPXQLVW�OHDGHU��:ODG\�VODZ�*RPXOND��6SHDNLQJ�RQ�1RYHPEHU�����
������KH�VLPLODUO\�ODEHOHG�FROOHFWLYL]DWLRQ��DV�WKH�EHJLQQLQJ�RI�WKH�SURFHVV�RI�JURZLQJ�ODZOHVVQHVV��YLRODWLRQ�RI�
VRFLDOLVW�OHJDOLW\��WKH�HVWDEOLVKPHQW�RI�DQ�DWPRVSKHUH�RI�IHDU��DQG�WKH�JURZWK�XQGHU�WKHVH�FRQGLWLRQV�RI�WKH�
SHUVRQDOLW\�FXOW��WKH�FXOW�RI�6WDOLQ����,W�VKRXOG�DOVR�EH�QRWHG�WKDW�6WDOLQLVP�SXW�DQ�HQG�WR�D�SHULRG�RI�
XQSUHFHGHQWHG�FUHDWLYLW\�LQ�5XVVLDQ�DUFKLWHFWXUH��SRHWU\��DQG�WKH�VFLHQFHV��'XULQJ�WKH�����V��LQ�WKH�LPPHGLDWH�
SRVW�UHYROXWLRQDU\�SKDVH��5XVVLD�H[XGHG�D�VHQVH�RI�DZDNHQHG��YLEUDQW�HQHUJ\��7KH�PDVVLYH�WHUURU�DQG�WKH�
LGHRORJLFDO�RUWKRGR[\�RI�6WDOLQLVP�SURPSWHG�FDXWLRQ�DQG�FRQIRUPLW\��(YHQ�LQ�WKH�LGHRORJLFDO�UHDOP�0DU[LVW�
WKRXJKW�ZDV�UHGXFHG�WR�DQ�LQWHOOHFWXDOO\�UHJUHVVLYH�FDWHFKLVP��IRU�ZKLFK�6WDOLQ
V 'LDOHFWLFDO�DQG�+LVWRULFDO�
0DWHULDOLVP��������VHUYHG�DV�WKH�DOO�HQFRPSDVVLQJ�IUDPH�RI�UHIHUHQFH��

$�GLIIHUHQW�UDQJH�RI�LVVXHV�LV�SRVHG�E\�WKH�TXHVWLRQ�ZKHWKHU�6RYLHW�GHYHORSPHQW��WKRXJK�PRUDOO\ DQG�
SK\VLFDOO\�FRVWO\��DWWDLQHG�JRDOV�XQPDWFKHG�E\�DQ\�RWKHU�VRFLHW\��7KLV��RI�FRXUVH��KDV�VSHFLDO�UHOHYDQFH�QRW�RQO\�
WR�WKH�LQWHUQDO�KLVWRULFDO�OHJLWLPDF\�RI�WKH�SUHVHQW�V\VWHP�EXW�SDUWLFXODUO\�WR�LWV�VWDQGLQJ�DV�D�PRGHO�IRU�RWKHU�
VRFLHWLHV��7KLV�FODLP KDV�EHHQ�GLVSXWHG�E\�VRPH�(DVWHUQ�(XURSHDQ�HFRQRPLF�KLVWRULDQV�DV�ZHOO�DV�E\�WKRVH�LQ�WKH�
:HVW��$PRQJ�WKH�:HVWHUQHUV��:DOW�5RVWRZ�KDV�GHYHORSHG�SHUKDSV�WKH�PRVW�SRLQWHG��DQG�FRQWURYHUVLDO��
FKDOOHQJH�WR�6WDOLQLVW�DFKLHYHPHQWV�LQ�PRGHUQL]DWLRQ��+H�DUJXHV�WKDW�WKH�FRPPXQLVWV��LQKHULWHG�DQ�HFRQRP\�WKDW�
KDG�WDNHQ�RII��LQ�LQGXVWULDO�GHYHORSPHQW�LQ�WKH�WZR�GHFDGHV�SULRU�WR�:RUOG�:DU�,��DQG�WKDW��6WDOLQ�ZDV�WKH�
DUFKLWHFW�QRW�RI�WKH�PRGHUQL]DWLRQ�RI�D�EDFNZDUG�FRXQWU\��EXW�RI�WKH�FRPSOHWLRQ�RI�LWV�PRGHUQL]DWLRQ�����
0RUHRYHU��KH VHHV�VWULNLQJ�SDUDOOHOV�LQ�WKH�SDWWHUQ�DQG�SDFH�RI�ERWK�$PHULFDQ�DQG�5XVVLDQ�LQGXVWULDOL]DWLRQ��WKH�
IRUPHU�FRPPHQFLQJ�DURXQG�WKH�����V�DQG�WKH�ODWWHU�LQ�WKH�����V������

�:KHWKHU�FROOHFWLYL]DWLRQ�IDFLOLWDWHG�UDSLG�LQGXVWULDOL]DWLRQ�LV�D�PDWWHU�RI�GHEDWH�DPRQJ�WKH�HFRQRPLVWV��,W�LV�LQGLVSXWDEOH��KRZHYHU��WKDW�LWV�
H[WUDRUGLQDULO\�EUXWDO�FKDUDFWHU�SUHFLSLWDWHG�D�UDSLG�GHFOLQH�LQ�DJULFXOWXUDO�UHVRXUFHV�WKDW�PLJKW�KDYH�FRQWULEXWHG�WR�LQYHVWPHQW���7KH�JURVV�
RXWSXW�RI�DJULFXOWXUH�IHOO�IURP�����LQ�����������������WR�����LQ�������DQG�ZDV�RQO\�����LQ�������ZKLOH�WKDW�RI�FDWWOH�IDUPLQJ�GHFOLQHG�IURP�
����LQ������WR����LQ������DQG�WKHQ�URVH�VORZO\�WR����LQ�������7KURXJKRXW�WKH�QLQHWHHQ�WKLUWLHV�WKH�JUDLQ�FURSV�GLG�QRW�H[FHHG�WKH�SUH������
OHYHO�RU�ZHUH�VRPHZKDW�EHORZ�LW���'HXWVFKHU� 7KH�3URSKHW�2XWFDVW� /RQGRQ��������S�������$�VSHFLDOLVW�LQ�6RYLHW�DJULFXOWXUH��LQ�UHYLHZLQJ�WKH�
UHFHQW�6RYLHW�UHFRQVLGHUDWLRQ�RI�WKDW�GLIILFXOW�SHULRG��UHDFKHG�WKH�FRQFOXVLRQ�WKDW��ZLWK�ODUJHU�JUDLQ�DQG�FXUUHQF\ UHVHUYHV�DQG�WKH�H[LVWHQFH�RI�
D�PRUH�HIIHFWLYH�VRFLDOL]HG�VHFWRU��WKH�JRYHUQPHQW
V�IUHHGRP WR�PDQHXYHU�ZRXOG�KDYH�EHHQ�FRQVLGHUDEO\�JUHDWHU��7KH�HQWLUH�HGLILFH�RI�WKH�
LQGXVWULDOL]DWLRQ�SURJUDP�QHHG�QRW�KDYH�FROODSVHG�DQG�LW�ZRXOG�KDYH�EHHQ�SRVVLEOH�WR�DYRLG�WKH�FDWDVWURSKLF�GHFOLQH�LQ�OLYHVWRFN�KHUGV��WKH�
QHFHVVLW\�RI�GHYRWLQJ�KXJH�DPRXQWV�RI VFDUFH�FDSLWDO�WR�WKH�WDVN�RI�PHUHO\�UHSODFLQJ�WKH�ORVV�RI�GUDXJKW�SRZHU��DQG�WKH�W\LQJ�XS�RI�PXFK�
VFDUFH�DGPLQLVWUDWLYH�WDOHQW�LQ�WKH�DSSDUDWXV�RI�FRQWURO�DQG�FRPSXOVLRQ��
�:KHWKHU�WKH�6RYLHW�JRYHUQPHQW�ZRXOG�KDYH�EHHQ�DEOH�WR�UHPDLQ�LQ�SRZHU�ZLWKRXW�WKH�PDVV�FROOHFWLYL]DWLRQ�RI���������LV�D�SUREOHP�LQ�
ZKLFK�DQ�HFRQRPLVW TXD HFRQRPLVW�GRHV�QRW�KDYH�PXFK�WR�VD\��EXW�KH�LV�HQWLWOHG�WR�WKLQN�WKDW�D�QRQ�6WDOLQLVW�6RYLHW�JRYHUQPHQW�PLJKW�ZHOO�
KDYH�EHHQ�DEOH�WR�GR�VR���-��)��.DUF]���7KRXJKWV�RQ�WKH�*UDLQ�3UREOHP�� 6RYLHW�6WXGLHV��$SULO�������SS�����������7KXV��DOWKRXJK�WKH�
PDUNHWDEOH�VKDUH�RI�DJULFXOWXUH�PLJKW��RU�PLJKW�QRW��EH�VPDOOHU�LQ�D�QRQ�FROOHFWLYL]HG�VHWWLQJ��LW�LV�UHDVRQDEO\�VDIH�WR�DVVXPH�WKDW�HYHQ�D�
VPDOOHU�VKDUH�RI�D�ODUJHU�WRWDO�RXWSXW�ZRXOG�PHDQ�D�ODUJHU�VXSSO\�LQ�DEVROXWH�WHUPV��
�� ,Q�VXFK�DUHDV�DV�VWHHO��FRDO��SHWUROHXP��DQG�HOHFWULFLW\�WKH�RYHU�DOO�$PHULFDQ�UDWH�KDV�EHHQ�VRPHZKDW�KLJKHU��ZKLOH�LQ�OLJKW�LQGXVWU\�DQG



�������

6LPLODUO\��&\ULO�%ODFN��LQ�KLV�VWXG\�RI�5XVVLDQ�PRGHUQL]DWLRQ��KDV�FLWHG�FXPXODWLYH�GDWD�VKRZLQJ�WKDW��LQ�WKH�
SHUVSHFWLYH�RI�ILIW\�\HDUV��WKH�FRPSDUDWLYH�UDQNLQJ�RI�WKH�8665�LQ�FRPSRVLWH�HFRQRPLF�DQG�VRFLDO�LQGLFHV�SHU�
FDSLWD�KDV�SUREDEO\�QRW�FKDQJHG�VLJQLILFDQWO\��6R�IDU�DV�WKH�UDWKHU�OLPLWHG�DYDLODEOH�HYLGHQFH�SHUPLWV�D�MXGJPHQW��
WKH�8665�KDV�QRW�RYHUWDNHQ�RU�VXUSDVVHG�DQ\�FRXQWU\�RQ�D�SHU�FDSLWD�EDVLV�VLQFH������ZLWK�WKH�SRVVLEOH�H[FHS��
WLRQ�RI�,WDO\��DQG�WKH�QLQHWHHQ�RU�WZHQW\�FRXQWULHV�WKDW�UDQN�KLJKHU�WKDQ�5XVVLD�WRGD\�LQ�WKLV�UHJDUG�DOVR�UDQNHG�
KLJKHU�LQ������DQG�������7KH SHU�FDSLWD�JURVV�QDWLRQDO�SURGXFW�RI�,WDO\��ZKLFK�LV�MXVW�EHORZ�WKDW�RI�WKH�8665�
WRGD\��ZDV�SUREDEO\�VRPHZKDW�KLJKHU�ILIW\�\HDUV�DJR�����%ODFN
V�FRPSDULVRQV�LQFOXGH�FRXQWULHV�WKDW��OLNH�WKH�
6RYLHW�8QLRQ��ZHUH�EDGO\�GHYDVWDWHG�E\�ZDUV�DQG�KDG�WR�XQGHUJR�H[WHQVLYH�HFRQRPLF�UHFRYHU\��2WKHU�VWXGHQWV�RI�
FRPSDUDWLYH�VRFLR�HFRQRPLF�GHYHORSPHQW�KDYH�DOVR�WULHG�WR�GHYLVH�D�VFKHPH�IRU�UDQNLQJ�FRXQWULHV��DQG�WKH\�
DJUHH�WKDW�WKH�6RYLHW�8QLRQ�WRGD\�UDQNV�VRPHZKHUH�LQ�WKH�PLGGOH�WZHQWLHV����%ODFN�LV�OHG�WR�WKH�RYHU�DOO�
FRQFOXVLRQ�WKDW��RWKHU�VRFLHWLHV�KDYH�DFKLHYHG�VLPLODU�UHVXOWV�DW�D�VXEVWDQWLDOO\�ORZHU�FRVW���DQG�WKXV�SXWV�LQWR�
TXHVWLRQ�D�PDMRU�6RYLHW�SUHPLVH�DERXW�LWV�RZQ�SDVW���

6XSSRUW�IRU�WKHVH�JHQHUDOL]DWLRQV�KDV�DOVR�FRPH�IURP�D�FRPSDUDWLYH�VWXG\�RI�JURZWK�LQ�VWHHO�SURGXFWLRQ�
DV�WKH�NH\�DVSHFW�RI�WKH�LQGXVWULDOL]DWLRQ�SURFHVV��,W�VKRXOG�EH�QRWHG�WKDW�6RYLHW�HFRQRPLVWV��DV�ZHOO�DV�SROLWLFDO��
OHDGHUV��KDYH�IUHTXHQWO\�UHOLHG�RQ�VWHHO�DV�WKH�PDMRU�LQGLFDWRU�RI�6RYLHW�LQGXVWULDO�JURZWK��7KH�DXWKRU�RI�WKLV�
VWXG\��6WHIDQ�.XURZVNL��ZULWLQJ�LQ�FRPPXQLVW�3RODQG��RIIHUV�H[WUDRUGLQDULO\�GHWDLOHG�FRPSDULVRQV�VKRZLQJ�WKDW�
XQGHU�6WDOLQ��6RYLHW�VWHHO�SURGXFWLRQ�GLG�QRW�LQFUHDVH�DW�D�VLJQLILFDQWO\�IDVWHU�SDFH�WKDQ�GXULQJ�WKH�PRUH�UDSLG�
SKDVH�RI�WKH�SUH�:RUOG�:DU�,�5XVVLDQ�LQGXVWULDOL]DWLRQ��DQG�WKDW�WKHVH�UDWHV�DSSUR[LPDWHG�WKRVH�DWWDLQHG�E\�RWKHU�
FRXQWULHV��SDUWLFXODUO\�-DSDQ��GXULQJ�WKHLU�FRUUHVSRQGLQJ�SKDVHV�RI�UDSLG�LQGXVWULDOL]DWLRQ���� 0RUH�JHQHUDOO\��
UHO\LQJ�RQ�D�PRUH�H[WHQVLYH�FRPSDUDWLYH�DQDO\VLV�WKDW�LQYROYHV�VRPH�GR]HQ�FRXQWULHV�RYHU�WKH�SHULRG������������
.XURZVNL�DUJXHV�WKDW�VRFLR�SROLWLFDO�V\VWHPV�KDYH�UHODWLYHO\�OLWWOH�WR�GR�ZLWK�WKH�DFFHOHUDWLRQ�LQ�WKH�SURGXFWLRQ�RI�
VWHHO�DQG�LURQ��DQG�WKDW�LQ�WKH�DFFHOHUDWLRQ�RI�SURGXFWLRQ�WKHUH�LV�D�SDWWHUQ�RI�XQLIRUPLW\�GXH�WR�WHFKQLFDO�
LQQRYDWLRQ�����7KLV�FRQFOXVLRQ��TXLWH�QDWXUDOO\��SURYRNHG�RIILFLDO�LUH����� IRU�LW�WRXFKHG�XSRQ�WKH�NH\�LVVXH�LQ�WKH�
6RYLHW�SDVW��

,PSHULDO�3DFLILFDWLRQ�
<HW�WKRXJK�6WDOLQLVP�PD\�KDYH�EHHQ�D�QHHGOHVV�WUDJHG\�IRU�ERWK�WKH�5XVVLDQ�SHRSOH�DQG�FRPPXQLVP�DV�

DQ�LGHDO��WKHUH�LV�WKH�LQWHOOHFWXDOO\�WDQWDOL]LQJ�SRVVLELOLW\�WKDW�IRU�WKH�ZRUOG�DW�ODUJH�LW�ZDV��DV�ZH�VKDOO�VHH��D�
EOHVVLQJ�LQ�GLVJXLVH��$V�WKH�VWDWH�SRVVHVVLQJ�WKH�ODUJHVW�DQG�ULFKHVW�ODQG�PDVV��LQKDELWHG�E\�SOLDQW�\HW�YHU\�
FUHDWLYH�SHRSOH��DV�WKH�FDUULHU�RI�D�VWURQJ�LPSHULDO�WUDGLWLRQ��DV�D�VRFLHW\�VNLOOHG�LQ�ZDUIDUH�DQG�VWDWHFUDIW��ZLWK�RU�
ZLWKRXW�6WDOLQ�WKH�8665�ZDV�GHVWLQHG�WR�HPHUJH�LQ�WKH�IURQW�UDQNV�RI�ZRUOG�SRZHUV��ZLWK�RQO\�DQRWKHU�
FRQWLQHQWDO�SRZHU��WKH�8QLWHG�6WDWHV��DV�LWV�SHHU��,W�LV�WKXV�KLJKO\�XQOLNHO\��JLYHQ�5XVVLD
V�WUDGLWLRQV�DQG�WKH�
DPELWLRQV�WKDW�WKH�DYDLODELOLW\�RI�SRZHU�LQHVFDSDEO\�VWLPXODWH��WKDW�SRVW�:RUOG�:DU�,�5XVVLD�ZRXOG�KDYH�ORQJ�
UHPDLQHG�VWDJQDQW��PLUHG�LQ�D�PRUDVV�RI�LQHIILFLHQF\��

7KH�TXHVWLRQ�WKDW�WKHUHIRUH�DULVHV�LV�ZKDW�NLQG�RI�5XVVLD�PLJKW�RWKHUZLVH�KDYH�HPHUJHG��$�GHPRFUDWLF�
5XVVLD��HLWKHU�OLEHUDO�RU�VRFLDOLVW��GRHV�QRW�VHHP�WR�KDYH�EHHQ�D�UHDO�DOWHUQDWLYH��,W�ZRXOG�KDYH�UHTXLUHG�DQ�
XQSUHFHGHQWHG�OHDS�IURP�DXWRFUDF\�WR�GHPRFUDF\²ZLWKRXW�DQ�LQWHUYHQLQJ�SHULRG�RI�GHPRFUDWLF�JHVWDWLRQ² DQG�
LQ�D�VHWWLQJ�RI�HQRUPRXV�VRFLDO�GHSULYDWLRQ��GLVORFDWLRQ��DQG�FRQIXVLRQ��,W�LV�GLIILFXOW�WR�VHH�KRZ�SRVW�:RUOG�:DU�

WUDQVSRUWDWLRQ�WKH�$PHULFDQ�SHUIRUPDQFH�KDV�EHHQ�VSHFWDFXODUO\�PRUH�LPSUHVVLYH��
�6RYLHW�DFKLHYHPHQWV�LQ�VSDFH��LQ�ZHDSRQU\��RU�LQ�WKH�PDJQLWXGH�RI�LWV�RYHU�DOO�LQGXVWULDO�JURZWK�KDYH�EHHQ�DGPLUDEOH��0RUHRYHU��WKH�6RYLHW�
8QLRQ�KDV�PDGH�LPSUHVVLYH�VWULGHV�LQ�HGXFDWLRQ��PDVV�FXOWXUH��DQG�VRFLDO�VHUYLFHV��DQG�LW�KDV�FUHDWHG�D�VROLG�DQG�H[WHQVLYH�VFLHQWLILF�EDVH�IRU�
WKH�FRXQWU\
V�IXUWKHU�GHYHORSPHQW��7KXV��LW�UDQNHG�ILUVW�DPRQJ�WKH�GHYHORSHG�QDWLRQV�LQ�WKH�QXPEHU�RI�GRFWRUV�SHU�KXQGUHG�WKRXVDQG�
SRSXODWLRQ��DQG�LW�SURYLGHG�WKH�KLJKHVW�SHU�FDSLWD�DQQXDO�VRFLDO�VHFXULW\�EHQHILWV��6WDWLVWLFDO�2IILFH�RI�WKH�(XURSHDQ�&RPPXQLWLHV��%DVLF�
6WDWLVWLFV� %UXVVHOV��������SS�������������
$W�WKH�VDPH�WLPH��LW�LV�XVHIXO�WR�UHFDOO�WKDW�LQ�PDQ\�UHVSHFWV�WKH�6RYLHW�8QLRQ�LV�D�UHODWLYHO\�DYHUDJH�VRFLHW\�DV�IDU�DV�VRFLR�HFRQRPLF�
GHYHORSPHQW�LV�FRQFHUQHG��7KH�SUHYLRXVO\�FLWHG�VWXG\�E\�%ODFN�SURYLGHV�XVHIXO�UDQNLQJV�RI�WKH�6RYLHW�8QLRQ�LQ�FRPSDULVRQ�ZLWK�RWKHU�VWDWHV�
LQ�VXFK�ILHOGV�DV�HGXFDWLRQ��LQ�WKH������DJH�EUDFNHW�WKH�6RYLHW�8QLRQ�UDQNHG�WKLUW\�QLQWK�DPRQJ�����FRXQWULHV�IRU�ZKLFK�LQIRUPDWLRQ�ZDV�
DYDLODEOH�LQ��������FRPPXQLFDWLRQV��LQ������WKH�6RYLHW�8QLRQ�UDQNHG�WZHQW\�VL[WK�LQ�QHZVSDSHU�GLVWULEXWLRQ�SHU�FDSLWD�DPRQJ�����
FRXQWULHV���LQ�SXEOLF�KHDOWK��LQ�OLIH�H[SHFWDQF\�WKH�6RYLHW�8QLRQ�ZDV�WKLUWHHQWK�DPRQJ����FRXQWULHV���DQG�VR�RQ��
,Q�UHJDUG�WR�VXFK�LQGLFDWRUV RI�PRGHUQLW\�DV�WKH�DYDLODELOLW\�RI�DLU�FRPPXQLFDWLRQV��UDGLRV��WHOHSKRQHV��FDUV��KLJKZD\V��RU�FRPSXWHUV��WKH�
6RYLHW�8QLRQ�ZDV�DJDLQ�LQ�WKH�ORZHU�UDQNV�RI�WKH�PRUH�GHYHORSHG�FRXQWULHV��7KXV��ZKHQ�FRPSDUHG�ZLWK�WKH�PRUH�GHYHORSHG�WZHQW\�RQH�
FRXQWULHV��LQFOXGLQJ�WKH�((&�DQG�()7$�QDWLRQV��*UHHFH��7XUNH\��)LQODQG��6SDLQ��WKH�8QLWHG�6WDWHV��&DQDGD��DQG�-DSDQ���WKH�6RYLHW�8QLRQ�
UDQNHG�WZHQWLHWK�LQ�WKH�QXPEHU�RI�WHOHSKRQHV��VHYHQWK�LQ�WKH�QXPEHU�RI�UDGLR�UHFHLYHUV��DQG�WZHQWLHWK�LQ�WKH�QXPEHU�RI�SDVVHQJHU�FDUV��
7KH�6RYLHW�ODJ�LQ�WKH�PRUH�FRPSOH[�DUHDV��VXFK�DV�FRPSXWHUV��LV�HTXDOO\�VWULNLQJ��7KXV��LW�KDV�EHHQ�HVWLPDWHG�WKDW�E\������WKH�8QLWHG�6WDWHV�
KDG�DSSUR[LPDWHO\���������������FRPSXWHUV�LQ�XVH��RI�ZKLFK��DFFRUGLQJ�WR�3DXO�$UPRU���&RPSXWHU�$VSHFWV�RI�7HFKQRORJLFDO�&KDQJH��
$XWRPDWLRQ��DQG�(FRQRPLF�3URJUHVV�� 7KH�2XWORRN�IRU�7HFKQRORJLFDO�&KDQJH�DQG�(PSOR\PHQW� $SSHQGL[�9RO��,�WR�1DWLRQDO�&RPPLVVLRQ�RQ�
7HFKQRORJ\��$XWRPDWLRQ�DQG�(FRQRPLF�3URJUHVV��7HFKQRORJ\�DQG�WKH�$PHULFDQ�(FRQRP\�:DVKLQJWRQ��'�&���������SS� ���������RQO\����
SHU�FHQW�ZHUH�LQ�XVH�LQ�WKH�'HIHQVH�'HSDUWPHQW��$(&��DQG�1$6$��WKH�FRUUHVSRQGLQJ�QRQPLOLWDU\�6RYLHW�ILJXUH�ZDV�VRPHZKHUH�EHWZHHQ�
�����DQG�������RU�DSSUR[LPDWHO\�DV�PDQ\�DV�ZHUH�WKHQ�RSHUDWLQJ�LQ�-DSDQ�RU�:HVW�*HUPDQ\��RU�WKH�8QLWHG�.LQJGRP��UHVSHFWLYHO\��VHH�WKH�
FRPSUHKHQVLYH�HVWLPDWHV�LQ�5LFKDUG�9��%XUNV��7HFKQRORJLFDO�,QQRYDWLRQ�DQG�3ROLWLFDO�&KDQJH�LQ�&RPPXQLVW�(DVWHUQ�(XURSH� 5$1'�
0HPRUDQGXP��6DQWD�0RQLFD��&DOLI���$XJXVW�������SS��������)RU�D�IXOOHU�GLVFXVVLRQ�RI�WKH�FXUUHQW�SUREOHPV�RI�LQQRYDWLRQ�LQ�WKH�6RYLHW�8QLRQ��
VHH�SS����������RI�WKLV�ERRN��
��.XURZVNL�VKRZV�E\�SURMHFWLQJ�UDWHV�EDVHG�RQ�WKRVH�IURP������WKDW�5XVVLDQ�VWHHO�SURGXFWLRQ�ZRXOG�KDYH�JURZQ�EHWZHHQ������DQG������WR�
���PLOOLRQ�WRQV��,Q������6RYLHW�VWHHO�SURGXFWLRQ�KDG�RQO\�UHDFKHG�WKH������OHYHO��DQG�E\�����²DIWHU�6WDOLQ
V�)LUVW�)LYH�<HDU�3ODQ�DQG�WKH�VL[�
\HDUV�HTXLYDOHQW�WR WKRVH�WKDW�VHSDUDWH������IURP�����²LW�UHDFKHG������PLOOLRQ��6WHIDQ�.XURZVNL��+LVWRU\F]Q\�3URFHV�:]URVWX�
*RVSRGDUF]HJR�:DUVDZ��������SS������������0RUHRYHU��.XURZVNL�FRPSDUHV�6RYLHW�DQG�-DSDQHVH�JURZWK�UDWHV�GXULQJ�ERWK�WKH�����������
DQG�WKH�����������SHULRGV�LQ�JUHDW�GHWDLO��$JDLQ��KH�GHPRQVWUDWHV�VWULNLQJ�UHJXODULWLHV�LQ�UDWHV�RI�JURZWK��SS�����������������



�������

,�5XVVLD��WRUQ�E\�QDWLRQDO�GLVVHQVLRQ��FODVV�FRQIOLFWV��FRPSHWLQJ�LGHRORJLFDO�DSSHDOV��DQG�VKHHU�SK\VLFDO�PLVHU\��
FRXOG�KDYH HIIHFWLYHO\�LQVWLWXWLRQDOL]HG�D�GHPRFUDWLF�V\VWHP��ZKHQ�VXFK�V\VWHPV�KDYH�IDLOHG�LQ�FRXQWULHV�
HQGRZHG�ZLWK�VWURQJHU�GHPRFUDWLF�WUDGLWLRQV�DQG�IXQFWLRQLQJ�XQGHU�FLUFXPVWDQFHV�PXFK�PRUH�SURSLWLRXV�WR�
GHPRFUDWLF�JURZWK��

*LYHQ�WKH�PDVVLYH�SROLWLFDO�DZDNHQLQJ�RI�WKH�5XVVLDQ�SHRSOH�WKDW�KDG�EHHQ�VWLPXODWHG�E\�WKH�
LQGXVWULDOL]DWLRQ�RI�WKH�SUHFHGLQJ�GHFDGHV��E\�WKH�EHJLQQLQJV�RI�OLWHUDF\��DQG�E\�WKH�H[SHULHQFHV�RI�WKH�ZDU��WKH�
RQO\�RWKHU�DOWHUQDWLYH�DSSHDUV�WR�KDYH�EHHQ�DQ�RSHQO\�FKDXYLQLVW�DQG�LQWHQVHO\�LPSHULDOLVW�GLFWDWRULDO�UHJLPH��
:KHQ�OLQNHG�ZLWK�HFRQRPLF�H[SDQVLRQ��VLPLODU�SKDVHV�LQ�WKH�SROLWLFDO�GHYHORSPHQW�RI�RWKHU�JUHDW�QDWLRQV²�
*HUPDQ\��-DSDQ��WKH�8QLWHG�6WDWHV²UHVXOWHG�LQ�DJJUHVVLYH��G\QDPLF�LPSHULDOLVP��([SDQVLYH�QDWLRQDOLVP�
SURYLGHG�WKH�EDVLV�IRU�SRSXODU�PRELOL]DWLRQ�DQG�IRU�D�KLJKO\�DVVHUWLYH��HYHQ�DJJUHVVLYH��IRUHLJQ�SROLF\��$W�WKH�
YHU\�OHDVW��5XVVLD��LQ�DOO�SUREDELOLW\�DLGHG�E\�IRUHLJQ�LQYHVWPHQWV��HFRQRPLF�LQYHVWPHQW�LQ�VWDWHV�WKDW�
VXEVHTXHQWO\�EHFDPH�SROLWLFDO�HQHPLHV�ZDV�FKDUDFWHULVWLF�RI�WKH�FDSLWDOLVW�HUD���� OHG�E\�D�PRGHUQL]LQJ��FKDXYLQLVW�
GLFWDWRUVKLS��PLJKW�KDYH�H[SHULHQFHG�D�EXUVW�RI�LPSHULDOLVW��QDWLRQDOLVW�HQHUJ\�WKDW�ZRXOG�DOVR�KDYH�PDGH�LW�D�
ZRUOG�SRZHU��SHUKDSV�ERWK�DW�ORZHU�GRPHVWLF�FRVW�DQG�LQ�D�IDVKLRQ�PRUH�WKUHDWHQLQJ�WR�WKH�ZRUOG��

7KLV�SRLQW�GHVHUYHV�VRPH�HODERUDWLRQ��6WDOLQ�FRQVXPPDWHG�WKH�PDUULDJH�RI�0DU[LVP�/HQLQLVP�DQG�
6RYLHW²SDUWLFXODUO\�5XVVLDQ�²QDWLRQDOLVP��7KH�LQFUHDVLQJ�VWUHVV�RQ�*UHDW�5XVVLDQ�VWDWH�WUDGLWLRQV��RQ�IURQWLHUV��
RQ�QDWLRQDO�DVSLUDWLRQV��RQ�5XVVLD
V�FLYLOL]LQJ�PLVVLRQ�YLV�D�YLV�WKH�QRQ�5XVVLDQ�6RYLHW�QDWLRQV��DQG�WKH�OLNH��
ZHQW�KDQG�LQ�KDQG�ZLWK�WKH�SK\VLFDO�WUDQVIRUPDWLRQ�RI�WKH�6RYLHW�FRPPXQLVW�SDUW\�IURP�RQH�GRPLQDWHG�E\�D�
UDWKHU�PL[HG�ORW�RI�FRVPRSROLWDQ�DQG�LQWHUQDWLRQDOO\�RULHQWHG�LQWHOOHFWXDOV�RI�5XVVLDQ��-HZLVK��3ROLVK��%DOWLF��DQG�
&DXFDVLDQ�RULJLQ�LQWR�D�SDUW\�GRPLQDWHG�SULPDULO\�E\�5XVVLDQ��DQG�WR�VRPH�H[WHQW�8NUDLQLDQ��SHDVDQWV�WXUQHG�
SDUW\ DSSDUDWFKLNL� 7R�WKHVH�PHQ��WKH�6RYLHW�SROLWLFDO�V\VWHP�VLPXOWDQHRXVO\�UHSUHVHQWHG�WKH�VRXUFH�RI�WKHLU�RZQ�
VRFLDO�DGYDQFHPHQW�DQG�RI�WKHLU�SROLWLFDO�SRZHU��7KHLU�OR\DOW\�WR�WKH�V\VWHP�ZDV�QRW�XQOLNH�WKDW�RI�PDQ\�SHDVDQW�
SULHVWV��XVXDOO\�WKH�\RXQJHVW�VRQV��IRU�ZKRP�QR�ODQG�ZDV�OHIW��WR�WKH�&DWKROLF�&KXUFK�LQ�WUDGLWLRQDO�VRFLHWLHV��LW�
ZDV�PRUH�LQVWLWXWLRQDO�WKDQ�LQWHOOHFWXDO��,GHRORJ\�SURYLGHG�WKH�LQWHJUDWLYH��LQWHOOHFWXDO�SHUVSHFWLYH��EXW�LW�ZDV�QRW�
WKH�SULQFLSDO�VRXUFH�RI�PRWLYDWLRQ�DQG�FRPPLWPHQW�DV�LW�KDG�EHHQ�WR�WKH�LQWHUQDWLRQDO�PLQGHG�LQWHOOLJHQWVLD�ZKR�
SUHFHGHG�WKHP��

$FFRUGLQJO\��WKH�QHZ�6RYLHW�HOLWH�WHQGHG WR�EH�ERWK�FRQVHUYDWLYH�DQG�QDWLRQDOLVW��HYHQ�ZKHQ�WKH\�
VLQFHUHO\�EHOLHYHG�WKHPVHOYHV�WR�EH�WKH�DGYRFDWHV�RI�DQ�LQWHUQDWLRQDOLVW�LGHRORJ\��7KH\�FRXOG�WKXV�DFW�LQ�D�
PDQQHU�HVVHQWLDOO\�GLFWDWHG�E\�WKHLU�RZQ�LQWHUHVWV�DQG�QHYHUWKHOHVV�FRQVLGHU�WKHPVHOYHV�WUXH�LQWHUQDWLRQDOLVWV��7R�
WKHP�6WDOLQ
V�IDPRXV�GLFWXP�WKDW�WKH�WHVW�RI�D�WUXH�LQWHUQDWLRQDOLVW�LV�KLV�OR\DOW\�WR�WKH�6RYLHW�8QLRQ�ZDV�WKH�LGHDO�
UHVROXWLRQ�RI�WKH�WHQVLRQ�WKDW�GHYHORSHG�EHWZHHQ�6RYLHW�QDWLRQDOLVP�DQG�FRPPXQLVW�LQWHUQDWLRQDOLVP��1R�ZRQGHU�
WKDW�%UH]KQHY�LQ�HIIHFW�UHYLYHG�WKH�GLFWXP�LQ������WR�H[SODLQ�WKH�RFFXSDWLRQ�RI�&]HFKRVORYDNLD��

7KH�FXPXODWLYH�UHVXOW�RI�WKLV�VLWXDWLRQ�KDV�EHHQ�D�SDWWHUQ�RI�PL[HG�PRWLYDWLRQ�DQG�EHKDYLRU��GRPLQDWHG�
VLQFH�6WDOLQ�E\�VWDWH�FRQVLGHUDWLRQV�WKDW�RIWHQ�F\QLFDOO\�H[SORLW�WKH�HWKLFDO�XQLYHUVDOLVP�RI�0DU[LVP��%XW�WKH�
ODWWHU�KDV�DOVR�KDG�WR�EH�NHSW�DOLYH��LI�RQO\�EHFDXVH�LW�PRELOL]HG�IRUHLJQ�V\PSDWK\�IRU�WKH�6RYLHW�8QLRQ�DQG�
EHFDXVH�LW�WDSSHG�WKH�LGHDOLVP�RI�6RYLHW�\RXWK��PDNLQJ�LW�HDVLHU�IRU�WKH�UHJLPH�WR�UHFUXLW�DGKHUHQWV��7KRXJK�WKH�
6RYLHW�8QLRQ�GLG�H[SORLW�LWV�(DVWHUQ�(XURSHDQ�YDVVDOV��DQG�WKRXJK�LWV�ILQDQFLDO�DQG�WHFKQLFDO�DLG�WR�&KLQD�ZDV�
QRW�SROLWLFDOO\�GLVLQWHUHVWHG��WKH�6RYLHW�SHRSOH�JHQXLQHO\�EHOLHYH��DV�WKH\�RFFDVLRQDOO\�JUXPEOH�WR�YLVLWRUV��WKDW�
WKH�6RYLHW�8QLRQ�KDV�DLGHG�ERWK�(DVWHUQ�(XURSH�DQG�&KLQD�DV�SDUW�RI�LWV�REOLJDWLRQ�WR�FRPPXQLVW�VROLGDULW\��
0RUHRYHU��WKH�LQWHUQDO�YLROHQFH�HPSOR\HG�E\�6WDOLQ�DQG�WKH HGXFDWLRQDO�HIIHFW�RI�WKH�FRPPXQLVW�LGHRORJ\²HYHQ�
LI�LQLWLDOO\�QRW�DFFHSWHG�E\�WKH�PDVVHV²KDG�D�UHVWUDLQLQJ�HIIHFW�RQ�XQEULGOHG�QDWLRQDOLVP��$W�ILUVW�ERWK�6WDOLQLVW�
WHUURU�DQG�LGHRORJLFDOO\�LQGXFHG�VRFLDO�FKDQJHV�SHUSOH[HG�DQG�RIWHQ�DOLHQDWHG�WKH�SHRSOH��7KH�XQSUHFHGHQWHG�
����������PDVVDFUH�RI�WKH�WRS�6RYLHW�SROLWLFDO��HFRQRPLF��PLOLWDU\��DQG�LQWHOOHFWXDO�OHDGHUVKLS�LQHYLWDEO\�
UHGXFHG�WKH�YLWDOLW\�RI�6RYLHW�VRFLHW\��/LWHUDOO\�VHYHUDO�KXQGUHG�WKRXVDQG�RI�WKH�PRVW�WDOHQWHG�DQG�EHVW�WUDLQHG�
SHRSOH�SHULVKHG�GXULQJ�WKRVH�\HDUV��,Q�DGGLWLRQ��WKRXJK�WKH�SULQFLSOH�RI�LQWHUQDWLRQDOLVP�ZDV�RIWHQ�YLRODWHG�LQ�
SUDFWLFH��LW�GLG�UHVWUDLQ�WKH�LQFOLQDWLRQ�WRZDUG�*UHDW�5XVVLDQ�QDWLRQDOLVP��LI�RQO\�E\�IRUFLQJ�PRUH�FRYHUW�EHKDY��
LRU��'RPHVWLFDOO\��WKDW�SULQFLSOH�KHOSHG�WR�SUHVHUYH�QRQ�5XVVLDQ�QDWLRQDOLWLHV��GHVSLWH�6WDOLQ
V�SXUJHV�RI�WKHLU�
LQWHOOLJHQWVLD��,QWHUQDWLRQDOO\��LW KHOSHG�WR�VKDSH�LQ�6RYLHW�OHDGHUV�D�VWDWH�RI�PLQG�WKDW�ZRUNHG�DJDLQVW�WKH�
LQFRUSRUDWLRQ�LQWR�WKH�6RYLHW�8QLRQ�RI�3RODQG��)LQODQG��DQG�SHUKDSV�HYHQ�RWKHU�(DVWHUQ�(XURSHDQ�VWDWHV��DW�RQH�
SRLQW�WKH�<XJRVODYV�WKHPVHOYHV�YROXQWHHUHG�IRU�PHPEHUVKLS�LQ�WKH�6RYLHW�8QLRQ��DQG�VRPH�6ORYDN�FRPPXQLVWV��
LQFOXGLQJ�*XVWDY�+XVDN��SURSRVHG�WKH�VDPH�IRU�6ORYDNLD���7KLV�LV�D�WHPSWDWLRQ�WKDW�PRUH�WUDGLWLRQDOO\�QDWLRQDOLVW�
DQG�3DQ�6ODY�5XVVLDQ�OHDGHUV�PLJKW�KDYH�IRXQG�GLIILFXOW�WR�UHVLVW��

3DUDGR[LFDOO\��WKHUHIRUH��WKRXJK�6RYLHW�LGHRORJ\�KDV�VXEVHTXHQWO\�EHHQ�UHLQIRUFHG�DQG�SHUKDSV�HYHQ�
LQFUHDVLQJO\�GRPLQDWHG�E\�WKH�QDWLRQDOLVP�RI�WKH�PDVVHV��SDUWLFXODUO\�VLQFH�:RUOG�:DU�,,���WKH�KLVWRULFDO�
IXQFWLRQ�RI�6WDOLQLVW�FRPPXQLVP�PD\�KDYH�EHHQ�WR�UHVWUDLQ�DQG�UHGHILQH�D�SKDVH�LQ�ZKLFK�WKH�5XVVLDQ�SHRSOH�
ZHQW�WKURXJK�DQ�LQWHQVH�QDWLRQDOLVW��HYHQ�LPSHULDOLVW��DZDNHQLQJ��,W�IRUFHG�WKDW�QHZ�PDVV�QDWLRQDOLVP�WR�SD\�DW�
OHDVW�OLS�VHUYLFH�WR�LQWHUQDWLRQDO�FRRSHUDWLRQ��HTXDOLW\�RI�DOO�SHRSOHV��DQG�WKH�UHMHFWLRQ�RI�UDFLVP��0DU[LVP�QRW�

�)RU�LPSUHVVLYH�HYLGHQFH�RI�:HVWHUQ�SDUWLFLSDWLRQ�LQ�WKH�HDUO\�SKDVH�RI�6RYLHW�HFRQRPLF�JURZWK��VHH�$QWRQ\�&��6XWWRQ
V�:HVWHUQ�
7HFKQRORJ\�DQG�6RYLHW�(FRQRPLF�'HYHORSPHQW����������� �6WDQIRUG��&DOLI����������ZKLFK�DUJXHV�WKDW��6RYLHW�HFRQRPLF�GHYHORSPHQW�IRU�
����������ZDV�HVVHQWLDOO\�GHSHQGHQW�RQ :HVWHUQ�WHFKQRORJLFDO�DLG���S��������DQG�WKDW��DW�OHDVW����SHU�FHQW�RI�WKH�LQGXVWULDO�VWUXFWXUH�UHFHLYHG�
WKLV�DVVLVWDQFH���S�������



�������

RQO\�SURYLGHG�5XVVLD�ZLWK�D�JOREDO�UHYROXWLRQDU\�GRFWULQH�EXW�LQIXVHG�LW�ZLWK�D�XQLYHUVDO�SHUVSHFWLYH�GHULYHG�
IURP�HWKLFDO�FRQFHUQV�QRW�XQOLNH�WKRVH�VWLPXODWHG�LQ�WKH�:HVW�E\�WKH�UHOLJLRXV�DQG�OLEHUDO�WUDGLWLRQV��

'HVSLWH�LWV�PRQXPHQWDO�DFKLHYHPHQWV��6WDOLQLVP�VDSSHG�WKH�KXPDQ�DQG�HPRWLRQDO�UHVRXUFHV�RI�WKH�
5XVVLDQV��DQG�D�SRVW�6WDOLQ�5XVVLD�PD\�WKHUHIRUH�HYHQWXDOO\�HQWHU�LQWR�WKH�ZRUOG�FRPPXQLW\�DV�DQRWKHU�VSHQW��
SRVW�LPSHULDO�SRZHU��)LQDOO\��E\�FUHDWLQJ�D�SDUWLFXODUO\�GHVSRWLF�PRGHO�RI�FRPPXQLVP�DQG�E\�LQVLVWLQJ WKDW�DOO�
RWKHU�&RPPXQLVW�SDUWLHV�VXEPLW�WR�LW��6WDOLQ�QRW�RQO\�VHW�LQ�PRWLRQ�WKH�SURFHVV�RI�IUDJPHQWLQJ�FRPPXQLVP�EXW�
DOVR�YLWLDWHG�PXFK�RI�FRPPXQLVP
V�DSSHDO�DW�D�WLPH�ZKHQ�WKH�VXVFHSWLELOLW\�RI�WKH�PRUH�DGYDQFHG�:HVW²WKH�
DUHD�RULJLQDOO\�VHHQ�E\�0DU[�DV�ULSHVW�IRU�WKH�KLVWRULFDO�WUDQVIRUPDWLRQ²PLJKW�KDYH�PDGH�FRPPXQLVP�WKH�WUXO\�
GRPLQDQW�DQG�YLWDO�IRUFH�RI�RXU�WLPH��

���7KH�%XUHDXFUDWL]DWLRQ�RI�%RUHGRP�
7KH�&RPPXQLVW�3DUW\�RI�WKH�6RYLHW�8QLRQ�KDV�D�XQLTXH�DFKLHYHPHQW�WR�LWV�FUHGLW��LW�KDV�VXFFHHGHG�LQ�

WUDQVIRUPLQJ�WKH�PRVW�LPSRUWDQW�UHYROXWLRQDU\�GRFWULQH�RI�RXU�DJH�LQWR�GXOO�VRFLDO�DQG�SROLWLFDO�RUWKRGR[\��7KDW�
RUWKRGR[\�LV�UHYROXWLRQDU\�LQ�UKHWRULF�EXW�FRQVHUYDWLYH�LQ�SUDFWLFH��7KH�SROLWLFDO�V\VWHP��KLJKO\�FHQWUDOL]HG�EXW�
DUUHVWHG�LQ�LWV�GHYHORSPHQW��LV�VHHQ�E\�VRPH�6RYLHW�FLWL]HQV�DV�LQFUHDVLQJO\�LUUHOHYDQW�WR�WKH�QHHGV�RI�6RYLHW�
VRFLHW\��DV�IUR]HQ�LQ�DQ�LGHRORJLFDO�SRVWXUH�WKDW�ZDV�D�UHVSRQVH�WR�DQ�DOWRJHWKHU�GLIIHUHQW�DJH��6RYLHW�VRFLHW\��LQ�
ZKLFK�HOHPHQWV�RI�XUEDQ�PRGHUQLW\�DUH�FRPELQHG�ZLWK�H[WHQVLYH UXUDO�EDFNZDUGQHVV��LV�QR�ORQJHU�XQGHUJRLQJ�
UDSLG��UHYROXWLRQDU\�FKDQJHV�FDSDEOH�RI�PRELOL]LQJ�\RXWKIXO HODQ� LW�VHHPV��LQVWHDG��EHQW�RQ�VLPSO\�PDWFKLQJ�WKH�
KLJKHU�FRQVXPHU�VWDQGDUGV�RI�WKH�FDSLWDOLVW�:HVW��

8QGHU�WKRVH�FLUFXPVWDQFHV��LW�EHFRPHV�LGHRORJLFDOO\�PRUH�DQG�PRUH�GLIILFXOW�WR�MXVWLI\�WKH�KLVWRULFDO�
OHJLWLPDF\�DQG�WKH�VRFLDO�XWLOLW\�RI�6RYLHW�VRFLHW\
V�FRQWLQXHG�VXERUGLQDWLRQ�WR�D�SROLWLFDO�V\VWHP�HPERG\LQJ�
LQFUHDVLQJO\�VWHULOH�QLQHWHHQWK�FHQWXU\�GRFWULQHV��,QGHHG��WKH�XOWLPDWH�LURQ\�LV�WKDW�WKH 6RYLHW�SROLWLFDO�V\VWHP�²�
KDYLQJ�WKUXVW�5XVVLD�LQWR�WKH�PLG�LQGXVWULDO�DJH²KDV�QRZ�EHFRPH�WKH�SULQFLSDO�LPSHGLPHQW�WR�WKH�FRXQWU\
V�
IXUWKHU�HYROXWLRQ��,W�NHHSV�5XVVLD�LQ�D�PROG�WKDW�LV�LQGXVWULDO�ERXUJHRLV�VRFLDOO\�DQG�GRJPDWLF�DXWKRULWDULDQ�
SROLWLFDOO\��)RU�WKH�8665�WR�EHFRPH�D�WUXO\�PRGHUQ�VRFLHW\��WKH�EDVLF�DVVXPSWLRQV�DQG�VWUXFWXUH�RI�WKH�SROLWLFDO�
IRUPV�FUHDWHG�WR�SUHVV�LQGXVWULDOL]DWLRQ�PXVW�EH�FKDQJHG��$�PRUH�UHOHYDQW�YLVLRQ�RI�WRPRUURZ�WKDQ�WKDW�SURYLGHG�
E\�WKH�RIILFLDO�LGHRORJ\�LV�DOVR�QHHGHG�WR�FRSH�ZLWK�WKH�KLJKO\�SHUVRQDO�DV�ZHOO�DV�WKH�EURDGHU�VRFLDO�FRQFHUQV�RI�
WKH�WHFKQHWURQLF�DJH��

7KH�,QQRYDWLYH�5HODWLRQVKLS�
$W�RQH�SRLQW�WKH�6RYLHW�SROLWLFDO�V\VWHP�ZDV�LQ�D�UHYROXWLRQDU\�UHODWLRQVKLS�WR�VRFLHW\��&RQVROLGDWHG�DQG�

VXEVHTXHQWO\�VXERUGLQDWHG�WR WKH�ZLOO�RI�RQH�PDQ��WKH�SROLWLFDO�V\VWHP�LPSRVHG�D�SURFHVV�RI�UDGLFDO�
WUDQVIRUPDWLRQ�RQ�VRFLHW\�E\�FRPELQLQJ�PRGHUQL]DWLRQ��ODUJHO\�WKURXJK�LQWHQVH�LQGXVWULDOL]DWLRQ�DQG�PDVV�
HGXFDWLRQ��ZLWK�LGHRORJLFDOO\�GHULYHG��QRYHO�VRFLDO�LQVWLWXWLRQV�DQG�UHODWLRQVKLSV��,Q�HIIHFW��WKH�IXQFWLRQ�RI�WKH�
SROLWLFDO�V\VWHP�LQ�6RYLHW�VRFLHW\�SDUDOOHOV�ZKDW�0DU[�GHVFULEHG�DV�WKH�FDSLWDOLVW
V�SULQFLSDO�UROH�LQ�KLVWRU\��
�)DQDWLFDOO\�EHQW�RQ�PDNLQJ�YDOXH�H[SDQG�LWVHOI��KH�UXWKOHVVO\�IRUFHV�WKH�KXPDQ�UDFH�WR�SURGXFH�IRU�SURGXFWLRQ
V�
VDNH��KH�WKXV�IRUFHV�WKH�GHYHORSPHQW�RI�WKH�SURGXFWLYH�IRUFHV�RI�VRFLHW\��DQG�KH�FUHDWHV�WKRVH�PDWHULDO�FRQGLWLRQV�
ZKLFK�DORQH�FDQ�IRUP�WKH�UHDO�EDVLV�IRU�D�KLJKHU�IRUP�RI�VRFLHW\��D�VRFLHW\�LQ�ZKLFK�WKH�IXOO�DQG�IUHH�GHYHORSPHQW�
RI�HYHU\�LQGLYLGXDO�IRUPV�WKH�UXOLQJ�SULQFLSOH���

'RPHVWLF�UHYROXWLRQDU\�FKDQJH�IXOILOOHG�WKH�LGHRORJLFDO�QHHGV�RI�WKH�UXOLQJ�HOLWH�ZLWKRXW�SXVKLQJ�WKDW�
HOLWH�LQWR�IRUHLJQ�UHYROXWLRQDU\�YHQWXUHV�WKDW�PLJKW�KDYH�MHRSDUGL]HG�LWV�SRZHU��7KH�QHZ�UXOLQJ�HOLWH�ZDV�
DSSUHKHQVLYH OHVW�SUHPDWXUH�LGHRORJLFDO�]HDO�SURYH�LWV�XQGRLQJ��\HW�LW�ZDV�DOVR�LGHRORJLFDOO\�FRPSXOVLYH��6RFLDO��
LVP�LQ�RQH�FRXQWU\²6WDOLQ
V�IDPRXV�DQVZHU�WR�7URWVN\
V�SHUPDQHQW�UHYROXWLRQ²ZDV�D�EULOOLDQW�FRXS��IRU�LW�IXVHG�
WKH�GHGLFDWHG�UHYROXWLRQDULHV
�JHQXLQHO\�LGHRORJLFDO�DVSLUDWLRQV�ZLWK�WKHLU�QHZO\�DFTXLUHG�WDVWH�IRU�RIILFH��
6RFLDOLVP�LQ�RQH�FRXQWU\�DOORZHG�WKH�QHZ�UXOHUV�WR�UHWDLQ�WKHLU�LGHRORJLFDO�VHOI�ULJKWHRXVQHVV�DQG�WKHLU�SRVLWLRQV��

0RUH�EDVLFDOO\��WKH�QHZ��RQH�FRXQWU\��FRQFHSW�GHILQHG�D�VSHFLILF��LQQRYDWLYH�UROH�IRU�WKH�SROLWLFDO�
V\VWHP�LQ�UHODWLRQVKLS�WR�VRFLHW\��7KH�SROLWLFDO�V\VWHP�EHFDPH�WKH�SULQFLSDO�VRXUFH�RI�G\QDPLVP�IRU�VRFLDO�
FKDQJH��VHWWLQJ�JRDOV�DQG�GHILQLQJ�SULRULWLHV��2QFH�VRFLHW\�KDG�WDNHQ�WKH�GHVLUHG�VKDSH��KRZHYHU��DQG�EHJDQ�WR�
PLUURU�WKH RIILFLDO�DVSLUDWLRQV�RI�WKH�SROLWLFDO�UXOHUV²ZKR�KDG�LQ�WKH�PHDQWLPH�EHHQ�WUDQVIRUPHG�LQWR�
EXUHDXFUDWLF�RIILFLDOV²WKH�PRPHQWXP�IRU�VRFLDO�FKDQJH�VWDUWHG�WR�ZDQH��

,Q�ODWH�������6WDOLQ�KLQWHG�WKDW�LQ�KLV�YLHZ�WKHUH�ZDV�VWLOO�QHHG�IRU�IXUWKHU�LGHRORJLFDOO\�GHULYHG�DQG�
SROLWLFDOO\�GLUHFWHG�VRFLDO�WUDQVIRUPDWLRQ��6XEVHTXHQWO\��.KUXVKFKHY�RQ�VHYHUDO�RFFDVLRQV�VWURYH�WR�LQIXVH�WKH�
UHODWLRQVKLS�EHWZHHQ�WKH�SROLWLFDO�V\VWHP�DQG�VRFLHW\�ZLWK�QHZ�SURJUDPPDWLF�FRQWHQW��$W�RQH�WLPH�KH�VXJJHVWHG�
D�GUDPDWLF�UHFRQVWUXFWLRQ�RI�WKH�6RYLHW�FRXQWU\VLGH�LQWR�VR�FDOOHG��DJULFXOWXUDO�FLWLHV���/DWHU�KH�DWWHPSWHG�WR�
GHILQH�QHZ�LGHRORJLFDO�JRDOV�OLQNHG�WR�6RYLHW�VRFLHW\
V�XOWLPDWH�WUDQVLWLRQ�IURP�VRFLDOLVP�WR�FRPPXQLVP��:KHQ�
WKDW�HIIRUW�LQ�VRFLDO�LQQRYDWLRQ²VSHOOHG�RXW�E\�WKH�SDUW\
V�LGHRORJXHV�LQ�WKH�QHZ�SDUW\�SURJUDP�DGRSWHG�LQ�
����²WXUQHG�RXW�WR�EH�OLWWOH�PRUH�WKDQ�D�VKRSSLQJ�OLVW�RI�DGGLWLRQDO�PDWHULDO�EHQHILWV�WR�EH�HQMR\HG�E\�WKH�6RYLHW�
SHRSOH�VRPHWLPH�LQ�WKH�����V��.KUXVKFKHY�WXUQHG�KLV�DWWHQWLRQ�WR�WKH�SDUW\�LWVHOI�DQG�EHJDQ�WR�WR\�ZLWK�WKH�
QRWLRQ�RI�UHGHILQLQJ�LWV�UROH��,Q������KH�SXVKHG�WKURXJK�D�GUDVWLF�UHIRUP�WKDW�LQ�HIIHFW�VSOLW�WKH�SDUW\�LQWR�WZR�
VHSDUDWH�RUJDQLVPV��RQH�GHYRWHG�WR�DJULFXOWXUDO�PDWWHUV�DQG�WKH�RWKHU�WR�LQGXVWULDO�SUREOHPV��$V�KH�H[SODLQHG�LW��
�7KH�SURGXFWLRQ�OLQH�LV�WKH�PDLQ�RQH��������7KH�PDLQ�WKLQJ�LQ�FRPPXQLVW�FRQVWUXFWLRQ�LV�HFRQRPLFV��SURGXFWLRQ��
WKH�VWUXJJOH�IRU�WKH�FUHDWLRQ�RI�PDWHULDO�DQG�VSLULWXDO�JRRGV�IRU�WKH�OLIH�RI�PDQ�����



�������

7KRXJK�.KUXVKFKHY
V�UHIRUP�UDQ�WKH�ULVN�RI�WUDQVIRUPLQJ�WKH�SDUW\�LQWR�WZR�VHSDUDWH��HVVHQWLDOO\�
PDQDJHULDOO\�RULHQWHG�KLHUDUFKLHV��DQG�ZDV�IRU�WKDW�UHDVRQ�LPPHGLDWHO\�XQGRQH�E\�.KUXVKFKHY
V�VXFFHVVRUV�DIWHU�
KLV�RYHUWKURZ�LQ�ODWH��������LW�GLG�UHIOHFW�D�UHFRJQLWLRQ�WKDW�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�SROLWLFDO�V\VWHP�DQG�WKH�
VRFLHW\�KDG�EHFRPH�G\VIXQFWLRQDO��WKDW�LI�WKH�SROLWLFDO�V\VWHP�ZDV�QR�ORQJHU�GHILQLQJ�QHZ��JUDQGLRVH��LGHRORJLFDO�
REMHFWLYHV�IRU�VRFLHW\��WKHQ�WKH�V\VWHP�LWVHOI�KDG�WR�EH�UHIRUPHG�LQ�NHHSLQJ�ZLWK�WKH�PRUH�URXWLQH��RSHUDWLRQDO�
UHTXLUHPHQWV�RI�6RYLHW�VRFLHW\��ZKLFK�KDG�E\�QRZ�DFTXLUHG�WKH�WHFKQLFDO�DQG�LQGXVWULDO�ZKHUHZLWKDO�IRU�LWV�RZQ�
IXUWKHU��VWHDG\�JURZWK��6HQVLQJ�WKDW�WKH�SDUW\�ZDV�LQ�VHDUFK�RI�D�QHZ�UROH��.KUXVKFKHY�ZDV�SUHSDUHG�WR�PDNH�WKH�
QHFHVVDU\�UHIRUPV��

'HIHQVLYH�2UWKRGR[\�
.KUXVKFKHY
V�VXFFHVVRUV�UHMHFWHG�KLV�YLHZ�DQG�RSWHG�LQVWHDG�IRU�UHODWLYHO\�PLQRU�DGMXVWPHQWV²�

SULPDULO\�LQ�HFRQRPLF�SODQQLQJ�DQG�FRQWURO²VLPXOWDQHRXVO\�UH�HPSKDVL]LQJ�WKH�LPSHUDWLYH�QHFHVVLW\�RI�
LGHRORJLFDO�RUWKRGR[\�DQG�PRUH�YLJRURXV�LGHRORJLFDO�LQGRFWULQDWLRQ��8QGHU�WKH�SRVW�.KUXVKFKHY�UHJLPH�WKHUH�
KDV�EHHQ�QHLWKHU�D�GHILQLWLRQ�RI�QHZ�LGHRORJLFDO�JRDOV�QRU�DQ\�PDMRU�WDPSHULQJ�ZLWK�WKH�SROLWLFDO�VWUXFWXUH��$V�D�
FRQVHTXHQFH��RIILFLDO�YLHZV�RQ�WKH�VWDWH�RI�6RYLHW�VRFLHW\��RQ�IRUHLJQ�DIIDLUV��RQ�WKH�SUREOHPV�RI�WKH�IXWXUH��DQG�
RQ�WKH�QDWXUH�RI�FRQWHPSRUDU\�FRPPXQLVP�FRQWDLQ�VWULNLQJO\�OLWWOH�UHFRJQLWLRQ�RI�WKH�QRYHO�SUREOHPV�WKDW�EHVHW�
PDQ��HLWKHU�LQ�WHUPV�RI�KLV�SHUVRQDO�FRQGLWLRQ�RU�DV�D�PHPEHU�RI�WKH�HPHUJLQJ�JOREDO�FRPPXQLW\��'LIILFXOW�
SUREOHPV�DUH�VLPSO\�VZHSW�XQGHU�WKH�LGHRORJLFDO�UXJ��

2Q�WKH�GRPHVWLF�IURQW��WKH�SUHYDLOLQJ�RIILFLDO�YLHZ�KDV�EHHQ�WKDW�WKH�6RYLHW�8QLRQ��KDYLQJ�FRPSOHWHG�
VRFLDOLVW�FRQVWUXFWLRQ��LV�QRZ�OD\LQJ�WKH�IRXQGDWLRQV�RI�D�FRPPXQLVW�VRFLHW\��DQG�WKDW�H[LVWLQJ�SUREOHPV�DUH�
HVVHQWLDOO\�LQVWUXPHQWDO��QHHGHG�WR�LPSURYH�WKH�HIILFLHQF\�RI�D�V\VWHP�WKDW�LQ�LWV�EDVLF�DVVXPSWLRQV�DQG�RUJDQ��
L]DWLRQ�LV�RIILFLDOO\�FRQVLGHUHG�WR�EH�WKH�PRVW�DGYDQFHG�DQG�MXVW�LQ�WKH�ZRUOG��7KH�ODJ�LQ�VRFLR�HFRQRPLF�
GHYHORSPHQW�LQ�VRPH�DUHDV�RI�6RYLHW�OLIH�LV�DVFULEHG�HLWKHU�WR�WKH�UDYDJHV�RI�:RUOG :DU�,,�RU�WR�WKH�IDLOXUHV�RI�WKH�
SUH�HYROXWLRQDU\�UHJLPH��7KH�ZULWLQJV�RI�UHYLVLRQLVW�0DU[LVW�WKLQNHUV�RQ�WKH�SUREOHPV�RI�SHUVRQDO�DOLHQDWLRQ�LQ�
DQ�DGYDQFHG�XUEDQ�VRFLHW\²WR�VD\�QRWKLQJ�RI�DQWL�6HPLWLVP�LQ�D�VRFLDOLVW�VRFLHW\²DUH�GLVPLVVHG�DV LQDSSURSUL��
DWH�WR�6RYLHW�FRQGLWLRQV��RU�DV�PDOLFLRXV�VODQGHU��7KH�6RYLHW�8QLRQ�LV�VDLG�WR�KDYH�QR�JHQHUDWLRQDO�SUREOHPV��DQG�
RQO\�UHFHQWO\�KDV�XUEDQ�FULPH�EHHQ�GLVFXVVHG�DV�D�SKHQRPHQRQ�LQ�LWV�RZQ�ULJKW�DQG�QRW�PHUHO\�DV�D�OHJDF\�IURP�
WKH�SUH�UHYROXWLRQDU\�HUD��

7KHVH�YLHZV�KDYH�EHHQ�DUWLFXODWHG�LQ�WKH�FRQWH[W�RI�LQWHQVLILHG�HIIRUWV�WR�UHDVVHUW�DQG�H[SDQG�LGHRORJLFDO�
WUDLQLQJ��WKHUHE\�SDUWLDOO\�FRPSHQVDWLQJ�IRU�WKH�GHFOLQH�RI�FRHUFLRQ�DV�D�NH\�PHDQV�RI�LQWHJUDWLQJ�6RYLHW�VRFLHW\�
ZLWK�WKH�SROLWLFDO�V\VWHP���7KRXJK�WKH�VRFLDO�VFRSH�RI�WKHVH�HIIRUWV�KDV�EHHQ�H[SDQGHG��LQ�UHFHQW�\HDUV�WKHUH�LV�
RSHQ�DFNQRZOHGJPHQW�RI�WKH�IDFW�WKDW�VSHFLDO�DWWHQWLRQ�KDV�EHHQ�IRFXVHG�RQ�WKH�QHZ�VFLHQWLILF�FRPPXQLW\���7KH�
SDUW\�DQG�WKH�SHRSOH�ZDQW�WR�VHH�LQ�VFLHQWLVWV�QRW�RQO\�FUHDWRUV�DQG�RUJDQL]HUV�RI�VFLHQWLILF�WHFKQLFDO�SURJUHVV�EXW�
DOVR�SROLWLFDO�SHRSOH��DFWLYH�ILJKWHUV�IRU�WKH�FDXVH�RI�FRPPXQLVP������,Q�DGGLWLRQ��WKHUH�KDYH�EHHQ�H[SUHVVLRQV�RI�
RIILFLDO�FRQFHUQ�RYHU�DOOHJHG�LGHRORJLFDO�LQGLIIHUHQFH�DPRQJ�VFLHQWLVWV�DQG��ZKDW�LV�HYHQ�ZRUVH��RYHU�D�WHQGHQF\�
LQ�WKHVH�FLUFOHV�WR�FRQVLGHU�WHFKQRFUDWV�WKH�QDWXUDO�OHDGHUV�RI�PRGHUQ�VRFLHW\�����6FLHQWLVWV�KDYH�UHSHDWHGO\�EHHQ�
ZDUQHG��DQG�WKH�YHU\�ZDUQLQJV�UHYHDO�WKH�DWWLWXGHV�RI�6RYLHW�VFLHQWLVWV��QRW�WR�YLHZ�WKHPVHOYHV�DV��VXSHU�FODVV�
KXPDQLVWV��EXW�WR�LGHQWLI\�FORVHO\�ZLWK�WKH�FODVV�VWUXJJOH�DQG�WKH�SHRSOH�����

7KH�LVVXH�RI��KXPDQLVP��DSSHDUV�WR�KDYH�EHHQ�D�SDUWLFXODUO\�VHQVLWLYH�RQH��+XPDQLVP��D�FHQWUDO�
0DU[LVW�FRQFHUQ��FDQ�VHUYH�DV�D�SRLQW�RI�GHSDUWXUH�IRU�D�FULWLTXH�RI�ERWK�6WDOLQLVP DQG�WKH�SUHVHQW�6RYLHW�V\VWHP��
0RUHRYHU��WKH�GHKXPDQL]LQJ�SRWHQWLDO�RI�PRGHUQ�VFLHQFH�KDV�JLYHQ�QHZ�XUJHQF\�WR�WKH�SUREOHP�RI�GHILQLQJ�
KXPDQLVP�LQ�WKH�PRGHUQ�ZRUOG��7KH�RIILFLDO�YLHZ��VWDWHG�DXWKRULWDWLYHO\�LQ�D�VHULHV�RI�PDMRU�DUWLFOHV�LQ�WKH�NH\�
LGHRORJLFDO�MRXUQDOV��KDV�EHHQ�XQHTXLYRFDO���6RFLDOLVP�LV�SURIRXQGO\�KXPDQLVWLF�EHFDXVH�LW�HOLPLQDWHV�WKH�
H[SORLWDWLRQ�RI�PDQ�E\�PDQ���$FFRUGLQJO\���LW�LV�DOVR�KXPDQLVWLF�ZKHQ�LW�HUHFWV�WKH�EXLOGLQJ�RI�D�QHZ�VRFLHW\�DW�
WKH�SULFH�RI�H[WUDRUGLQDU\�KDUGVKLSV�LQ�WKH SHUVLVWHQW�VWUXJJOH DJDLQVW�WKH�ROG��,W�LV�DOVR�KXPDQLVWLF�ZKHQ�
FRQGLWLRQV�KDYH�DOUHDG\�EHHQ�FUHDWHG�IRU�WKH�WKRURXJK�GHYHORSPHQW�RI�WKH�LQGLYLGXDO�EXW�VRFLHW\�LV�VWLOO�
FRPSHOOHG�WR�FRQWURO�WKH�DFWLYLWLHV�RI�D�SHUVRQ�DQG�KLV�ODERU�GLVFLSOLQH�DQG��ZLWKLQ�WKH�IUDPHZRUN�DQG�LQ�WKH�
LQWHUHVWV�RI�DOO�RI�VRFLHW\�DQG�RI�WKH�FRPPXQLVW�HGXFDWLRQ�RI�D�SDUWLFXODU�LQGLYLGXDO��GRHV�QRW�SHUPLW�LQGLYLGXDOV�
WR�DEXVH�WKH�IUHHGRPV�SUHVHQWHG�E\�VRFLDOLVP��GRHV�QRW�SHUPLW�SHRSOH�ZLWK�DQ�XQGHYHORSHG�VHQVH�RI�
UHVSRQVLELOLW\�WR YLRODWH�WKH�QRUPV�RI�WKH�VRFLDOLVW�FRPPXQLW\��VXSSUHVVHV�WKH�RSSRVLWLRQ�RI�DQWL�VRFLDOLVW�IRUFHV��
HWF������7KLV�DUJXPHQW�KDV�EHHQ�EXWWUHVVHG�E\�WKH�DVVHUWLRQ�WKDW��WKH�VR�FDOOHG�
HWHUQDO
�YDOXHV²IUHHGRP��
GHPRFUDF\��KXPDQLVP��LQGLYLGXDO�GLJQLW\�������DUH�D ZHDSRQ�LQ�WKH�KDQGV�RI�WKH�ERXUJHRLVLH�WR�PLVOHDG�DQG�IR�O�
WKH�PDVVHV������DQG�WKDW�WKH�LVVXH�RI�6WDOLQLVP�LV�HVVHQWLDOO\�LUUHOHYDQW���

9LHZV�VXFK�DV�WKHVH�KDYH�EHHQ�H[SUHVVHG�LQ�WKH�FRQWH[W�RI�D�EURDGHU�HPSKDVLV�RQ�WKH�DUJXPHQW�WKDW�DQ�
LGHRORJLFDO�SHUVSHFWLYH�RQ�FRQWHPSRUDU\�UHDOLW\�LV�DEVROXWHO\�HVVHQWLDO�LQ�RUGHU�WR�REWDLQ�DFFXUDWH�LQVLJKW�LQWR�WKDW�
UHDOLW\��DQG�WKDW�VFLHQWLILF�FRPPXQLVP² DV�GHILQHG�E\�WKH�6RYLHW�OHDGHUV²SURYLGHV�WKH�RQO\�YDOLG�SHUVSHFWLYH��
$OWKRXJK�WKH�ODWWHU�LV�QRW�D�QHZ�SURSRVLWLRQ� WKHUH�LV�QRYHOW\�LQ�WKH�GHJUHH�WR�ZKLFK�LW�KDV�EHHQ�OLQNHG�LQ�WKH�PRUH�

� �$W�WKH�SUHVHQW�WLPH�DWWHPSWV�DUH�EHLQJ�PDGH�WR�GLVFUHGLW�ZKDW�ZDV�GRQH�LQ�WKH�SURFHVV�RI�EXLOGLQJ�VRFLDOLVP�E\�XVLQJ�WKH�EXJEHDU�RI�

6WDOLQLVP�
�7KH�
6WDOLQLVP
�EXJEHDU�LV�EHLQJ�XVHG�WR�LQWLPLGDWH�XQVWDEOH�SHUVRQV��WR�VSUHDG�WKH�WKRXJKW�WKDW�DOO�ILUPQHVV�DQG�UHYROXWLRQDU\�
FKDUDFWHU�LQ�SROLWLFV��XQFRP�SURPLVLQJQHVV�LQ�LGHRORJ\��DQG�FRQVLVWHQF\�LQ�WKH�GHIHQVH�RI�0DU[LVP�DUH� LI�\RX�SOHDVH��
6WDOLQLVP
����'��,��
&KHVQRNRY���$JJUDYDWLRQ�RI�WKH�,GHRORJLFDO�DQG�3ROLWLFDO�6WUXJJOH�DQG�&RQWHPSRUDU\�3KLORVRSKLFDO�5HYLVLRQLVP���9RSURV\�)LORVRILL��1R������
������
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SUHVWLJLRXV�6RYLHW�VFKRODUO\�MRXUQDOV��DV�ZHOO�DV�LQ�PDVV�PHGLD��ZLWK�DQ�DWWDFN�RQ�:HVWHUQ�WKHRULHV�RI�LGHRORJLFDO�
HURVLRQ��RI�WKH�HPHUJHQFH�RI�D�JHQHUDO�W\SH�RI�LQGXVWULDO�VRFLHW\��DQG RI�WKH�XELTXLW\�RI�QHZ�EXUHDXFUDWLF�SROLWLFDO�
HOLWHV�LQ�DOO�GHYHORSHG�SROLWLFDO�V\VWHPV��6RYLHW�FULWLFV�KDYH�PDGH�LW�FOHDU�WKDW�WKH\�YLHZ�WKHVH�WKHRULHV�DV�QRW�RQO\�
VFLHQWLILFDOO\�HUURQHRXV�EXW�SROLWLFDOO\�KDUPIXO�DQG�SUREDEO\�GHVLJQHG�GHOLEHUDWHO\�WR�XQGHUPLQH�FRPPXQLVP���
6RYLHW�VFKRODUV�KDYH�EHHQ�SDUWLFXODUO\�YLJRURXV�LQ�UHMHFWLQJ�WKH�WKHRU\�RI��FRQYHUJHQFH��RI�WKH�6RYLHW�DQG�
:HVWHUQ��SDUWLFXODUO\�$PHULFDQ��V\VWHPV��,Q�WKH�6RYLHW�YLHZ��WKH�FUXFLDO�DQG�GLVWLQFWLYH�HOHPHQW�RI�WKH�6RYLHW�
V\VWHP²UXOH�E\�WKH FRPPXQLVW�SDUW\�DV�WKH�H[SUHVVLRQ�RI�SUROHWDULDQ�GLFWDWRUVKLS²KDV�EHHQ�XQGHUHVWLPDWHG�E\�
:HVWHUQ�WKLQNHUV��ZKR�KDYH�VXSHUILFLDOO\�IRFXVHG�RQ�WKH�H[WHUQDO�FKDUDFWHULVWLFV�RI�D�PRGHUQ�LQGXVWULDO�VRFLHW\��
ZLWKRXW�GHOYLQJ�PRUH�SHQHWUDWLQJO\�LQWR�WKH�TXHVWLRQ�RI�LWV�VRFLR�SROLWLFDO�HVVHQFH��7KRXJK�VRPH�RI�WKH�6RYLHW�
FULWLFLVPV�DUH�QRW�ZLWKRXW�PHULW��DQG�WKHUH�LV�D�FXULRXV�WRXFK�RI�QHR�0DU[LVW�GHWHUPLQLVP�LQ�VRPH�RI�WKH�:HVWHUQ�
WKHRULHV�RI�FRQYHUJHQFH���LW�LV�VWULNLQJ�KRZ�PXFK�LQWHOOHFWXDO�HIIRUW�KDV�EHHQ�LQYHVWHG�LQ�DVVHUWLQJ�DQG�SURYLQJ�
WKH�GLVWLQFWLYH�FKDUDFWHU�RI�WKH�FRPPXQLVW�V\VWHP��,W�RQFH�DJDLQ�UHYHDOV�WKH�LPSRUWDQFH�DWWDFKHG�WR�WKH�QRWLRQ�
WKDW�WKH�6RYLHW�SDVW�LV�OLQNHG�WR�D�IXWXUH�WKDW�LV�DEVROXWHO\�GLVWLQFWLYH�DQG�QRW�SDUW�RI�D�EURDGHU�VWUHDP�RI�PDQ
V�
SROLWLFDO�HYROXWLRQ���� ,W�DOVR�PDNHV�SRVVLEOH�WKH�DUJXPHQW�WKDW�WKH�6RYLHW�V\VWHP�LV�IUHH�RI�WKH�GLOHPPDV�WKDW�EHVHW�
FRQWHPSRUDU\�PDQ�HOVHZKHUH��DQG�LW�IUHHV�6RYLHW�FRPPXQLVWV�IURP�WKH�UHVSRQVLELOLW\�RI�HQJDJLQJ�LQ�D�FURVV��
LGHRORJLFDO�GLDORJXH�DERXW�WKHVH GLOHPPDV��

7KH�RIILFLDO�6RYLHW�GHILQLWLRQ�RI�IRUHLJQ�SUREOHPV�LV�FKDUDFWHUL]HG�E\�VLPLODU�LQWHOOHFWXDO�LQIOH[LELOLW\��
7KLV�LV�QRW�WR�VD\�WKDW�WKH�6RYLHW�OHDGHUVKLS�DQG�HOLWH�DUH�PLVLQIRUPHG�RU�LJQRUDQW�DERXW�EDVLF�IDFWV�RU�
GHYHORSPHQWV��7KHUH�LV�QR�GRXEW�WKDW�WKH�OHYHO�RI�6RYLHW�RYHUW�DQG�FRYHUW�UHSRUWLQJ�RI�ZRUOG�DIIDLUV�KDV�LPSURYHG�
FRQVLGHUDEO\��DQG�WKDW�IDFWXDO�PLVUHSUHVHQWDWLRQ²GHVLJQHG�WR�PHHW�DQWLFLSDWHG�LGHRORJLFDO�SUHIHUHQFHV²KDV�
GHFOLQHG��6SHFLDOL]HG�6RYLHW�VFKRODUO\�MRXUQDOV�RQ�$IULFD�RU�$VLD��6RYLHW�DQDO\VHV�RI�WKH�&RPPRQ�0DUNHW��RU�
6RYLHW�HIIRUWV�WR�GHYHORS�V\VWHPDWLF�VWXGLHV�RI�WKH�8QLWHG�6WDWHV�JR�EH\RQG�SXUHO\�LGHRORJLFDO�IRUPXODV�DQG�
UHIOHFW�WKH�LPSRUWDQFH�DWWDFKHG�WR�WKH�GHHSHU�XQGHUVWDQGLQJ�RI�UHJLRQDO�GHYHORSPHQWV��6RPH�VFKRODUO\�6RYLHW�
MRXUQDOV�RQ�ZRUOG�DIIDLUV��IRU�H[DPSOH� 0LURYDLD�(NRQRPLND�L�0H]KGXQDURG�Q\H�2WQRVKHQLD��FRPSDUH�YHU\�
IDYRUDEO\�ZLWK�WKHLU�EHVW�:HVWHUQ�FRXQWHUSDUWV�LQ�WHUPV�RI�V\VWHPDWLF�FRYHUDJH��GRFXPHQWDWLRQ��DQG�VFKRODUO\�
ULJRU��6SHFLDOL]HG�UHVHDUFK�LQVWLWXWHV��VXFK�DV�WKH�,QVWLWXWH�RI�:RUOG�(FRQRP\�DQG�,QWHUQDWLRQDO�$IIDLUV��DUH�
DSSDUHQWO\�EHLQJ�PRUH�IUHTXHQWO\�FRQVXOWHG�LQ�WKH�SUHSDUDWLRQ�RI�SROLF\��DQG�WKLV�GRXEWOHVV�FRQWULEXWHV�WR�JUHDWHU�
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DUWLFXODWHG�E\�WRS�OHDGHUV�DQG�HYHQ�DV�SUHVHQWHG�LQ�VFKRODUO\�MRXUQDOV��UHPDLQV�IXQGDPHQWDOO\�GRJPDWLF��7KH�
EDVLF�SUHPLVH�FRQWLQXHV�WR�EH�WKH�0DQLFKDHDQ�QRWLRQ�RI�WKH�DQWDJRQLVWLF�GLFKRWRP\�EHWZHHQ�WKH�VRFLDOLVW�DQG�WKH�
FDSLWDOLVW�ZRUOGV��RU�EHWZHHQ�JRRG�DQG�HYLO���7KRXJK�ZDU�EHWZHHQ�WKHVH�WZR�ZRUOGV�LV�QR�ORQJHU�VDLG�WR�EH�
�IDWDOLVWLFDOO\�LQHYLWDEOH���DQG�WKH�GHVWUXFWLYHQHVV�RI�QXFOHDU�ZHDSRQV�GLFWDWHV�WKH QHFHVVLW\�RI�SHDFHIXO�
FRH[LVWHQFH²LQGHHG��VRPHWLPHV�HYHQ�FORVHU�FRRSHUDWLRQ�LV�WDFWLFDOO\�GHVLUDEOH�EHFDXVH�RI�RWKHU�FRQVLGHUDWLRQV�
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EHWZHHQ�WKH�WZR�V\VWHPV���7ZR�DQWDJRQLVWLF VRFLR�HFRQRPLF�V\VWHPV�DUH�SLWWHG�DJDLQVW�HDFK�RWKHU�WRGD\�LQ�D�
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DFFRPPRGDWLRQ�DQG�VWDELOLW\�DV�HQGV�LQ�WKHPVHOYHV��VLQFH�WKDW�ZRXOG�EH�WDQWDPRXQW�WR�QHJDWLQJ�WKH�FRPPXQLVW�
YLHZ�RI�KLVWRU\�DV�D�IOXLG��GLDOHFWLFDO�SURFHVV��$FFRUGLQJO\��DQ�RIILFLDO�6RYLHW�DQDO\VLV�RI�WKH�LVVXHV�FRYHUHG�LQ�WKH�
ILUVW�WZR�FKDSWHUV�RI�WKLV�ERRN�ZRXOG�UXQ�DORQJ�WKHVH�OLQHV���7KH�SUHVHQW�HUD�LV�GRPLQDWHG�E\�WKH�DSSHDUDQFH�RI�
WKH�ZRUOG�VRFLDOLVW�V\VWHP��,WV�HPHUJHQFH�LV D�GHFLVLYH�IRUFH�RI�FKDQJH��QRW�RQO\�DFFHOHUDWLQJ�WKH�SDFH�RI�VRFLDOLVW�
UHYROXWLRQ�EXW�DOVR�VXFFHVVIXOO\�GHWHUULQJ�WKH�LPSHULDOLVWV�IURP�FRXQWHUPHDVXUHV��:DU�LV�WKHUHIRUH�QR�ORQJHU�
LQHYLWDEOH��DQG�SHDFHIXO�ULYDOU\�EHWZHHQ�WKH�WZR�V\VWHPV��DQG�HVSHFLDOO\ EHWZHHQ�WKH�8665�DQG�WKH�8QLWHG�
6WDWHV��LV�SRVVLEOH��7KH�HYHQWXDO�RXWFRPH�RI�WKH�FRPSHWLWLRQ�LV��KRZHYHU��IRUHRUGDLQHG��JLYHQ�WKH�LQKHUHQW�
KLVWRULFDO�VXSHULRULW\�RI�WKH�FRPPXQLVW�V\VWHP��,Q�WKH�PHDQWLPH��LQ�PDQ\�DUHDV�PRUH�DFWLYH�FRRSHUDWLRQ�LV�WR�EH�
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7KH�GHFLVLYH�HTXDWLRQ�WKXV�UHPDLQV�WKDW�RI�$PHULFDQ�6RYLHW�FRPSHWLWLRQ��$FFRUGLQJO\��WKH�FUXFLDO�
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6WDWHV�RQ�VSHFLILF�LVVXHV��7KLV�FORVH�VXEMHFWLYH�LGHQWLILFDWLRQ�RI�SXUHO\�6RYLHW�VWDWH�LQWHUHVWV�ZLWK�WKH�LGHRORJLFDO�
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UHODWHG�WR�WKH�6RYLHW�8QLRQ
V�GHILQLWLRQ�RI�LWV�RZQ�UROH�LQ�LQWHUQDWLRQDO�FRPPXQLVP�DQG�RI�FRQWHPSRUDU\�
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.RQVWDQWLQRY�DUH�OHDGLQJ�6RYLHW�LGHRORJXHV���7KHVH�DWWDFNV�VRPHWLPHV�WRRN�JURWHVTXH�IRUPV��7KXV��D�5DGLR�0RVFRZ�FRPPHQWDWRU��9DOHQWLQ�
=DNKDURY��GHYRWHG�DQ�HQWLUH�SURJUDP�WR�WKH�WKHPH�WKDW�0DUFXVH�DQG�%U]H]LQVNL�ZHUH�MRLQWO\�LQYROYHG²QDWXUDOO\�LQ�EHKDOI�RI�WKH�&,$²LQ�
RUJDQL]LQJ��WKH�&]HFKRVORYDN�FRXQWHUUHYROXWLRQ��LQ�������5DGLR�0RVFRZ��$XJXVW�����������
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LQWHOOHFWXDOV�DW�WKH�H[SHQVH�RI�WKH�FODVVLFDO�FRQFHSW�RI�D�UHYROXWLRQ�E\�WKH�ZRUNLQJ�FODVV��,Q�HIIHFW��6RYLHW�
WKHRULVWV�UHIXVHG�WR�WDNH�VHULRXVO\�LQWR�DFFRXQW�WKH�SRWHQWLDOO\�UHYROXWLRQDU\�FRQVHTXHQFHV�RI�WKH�HGXFDWLRQDO�
XSVXUJH�LQ�WKH�GHYHORSHG�ZRUOG��

6LPLODUO\��ZKHQ�WKH�&DVWURLWH�UHYROXWLRQ�LQ�/DWLQ�$PHULFD�PRYHG�LQWR�GLUHFW�JXHUULOOD�DFWLRQ��WKH�
HVWDEOLVKHG�SUR�6RYLHW�&RPPXQLVW�SDUWLHV�REMHFWHG��DQG�WKH\�ZHUH�VXSSRUWHG�E\�0RVFRZ��+HUH��WRR��WKH�
SUHIHUHQFH�ZDV�IRU�WKH�WULHG��FLW\�EDVHG��SDUW\�GLUHFWHG��SUROHWDULDQ�UHYROXWLRQDU\�PRGHO��:KHQ�&]HFKRVORYDN�
SROLWLFDO�OHDGHUV�EHJDQ�WR�VXJJHVW�WKDW�/HQLQLVP��D�SURGXFW�RI�VSHFLILFDOO\�5XVVLDQ�FRQGLWLRQV��ZDV�SHUKDSV�QR�
ORQJHU�WKH�PRVW�VXLWDEOH�JXLGH�IRU�WKH�IXUWKHU�HYROXWLRQ�RI�&]HFKRVORYDN�FRPPXQLVP��WKH�6RYLHW�UHDFWLRQ�ZDV�WR�
FKDUJH�GHYLDWLRQ��7KXV��LQ�VSLWH�RI�PDQ\�SURQRXQFHPHQWV�FRQFHUQLQJ�PXOWLSOH�URDGV�WR�VRFLDOLVP��WKH�6RYLHW�
SDUW\�KDV�UHPDLQHG�ZHGGHG�WR�WKH�FRQFHSW�RI�GRJPDWLF XQLYHUVDOLVP��ZKLFK�LV�XQLYHUVDO�RQO\�LQ�WKH�VHQVH�WKDW�LW�
VHHV�WKH�6RYLHW�H[SHULHQFH�DV�IXQGDPHQWDOO\�XQLYHUVDO�LQ�UHOHYDQFH��

3HUVSHFWLYH�RQ�7RPRUURZ�
7KLV�ULJLGLW\�ERWK�FRQGLWLRQV�DQG�UHVWULFWV�6RYLHW�WKLQNLQJ�DERXW�WKH�IXWXUH��6WXGLHV�RI�WKH�IXWXUH�KDYH�

EHFRPH�ERWK�IDVKLRQDEOH�DQG�ZLGHVSUHDG�LQ�WKH�:HVW��7KH\�KDYH�LQYROYHG�V\VWHPDWLF�DWWHPSWV�WR�OLQN�
WHFKQRORJLFDO�SURMHFWLRQV�ZLWK�VRFLDO�IRUHFDVWLQJ��DV�ZHOO�DV�ZLWK�PRUH�FULWLFDO��QRUPDWLYH�GLVFXVVLRQV��7KH�
SKLORVRSKLFDO�UDPLILFDWLRQV�RI�VFLHQWLILF�GLVFRYHULHV��HVSHFLDOO\�DV�WKH\�SHUWDLQ�WR�WKH�KXPDQ�EHLQJ��KDYH�EHFRPH�
WKH�REMHFW�RI�D�SDUWLFXODUO\�LQWHQVH�GLDORJXH��7KH�SROLWLFDO�LPSOLFDWLRQV�RI�WHFKQRORJ\�KDYH�DOVR�DWWUDFWHG�WKH�
DWWHQWLRQ�RI�VFKRODUV�DQG�LQFUHDVLQJO\�HYHQ�RI�SROLWLFDO�OHDGHUV��*LYHQ�WKH�IXWXUH�RULHQWHG�WKUXVW�RI�0DU[LVW�
WKRXJKW��RQH�ZRXOG KDYH�H[SHFWHG�WKH�6RYLHW�8QLRQ�WR�EH�LQ�WKH�IRUHIURQW�RI�WKHVH�LQYHVWLJDWLRQV�DQG�DQDO\VHV��
7KLV�KDV�RQO\�EHHQ�SDUWLDOO\�WUXH��

6\VWHPDWLF�6RYLHW�HIIRUWV�WR�VWXG\�WKH�IXWXUH�ZHUH�VSXUUHG�E\�KLJK�OHYHO�GHFLVLRQV�WDNHQ�DW�WKH�7ZHQW\��
WKLUG�3DUW\�&RQJUHVV��,Q�LWV�ZDNH��VSHFLDO�VWXG\�JURXSV�ZHUH�HVWDEOLVKHG�IRU�WKDW�SXUSRVH�LQ�D�QXPEHU�RI�6RYLHW�
LQVWLWXWHV²IRU�H[DPSOH��WKH�6RYLHW�$FDGHP\
V�JURXS�IRU�6RFLDO�DQG�7HFKQRORJLFDO�)RUHFDVWLQJ��,Q�DGGLWLRQ��
PDQ\�LQIRUPDO�JURXSV�ZHUH�VHW�XS�WR�EULQJ�6RYLHW�VFKRODUV�DQG LQWHOOHFWXDOV�WRJHWKHU��$�VSHFLDO�DQQXDO�
SXEOLFDWLRQ�HQWLUHO\�GHYRWHG�WR�WKH�IXWXUH�RI�VFLHQFH�ZDV�HVWDEOLVKHG�LQ�������DQG�LWV�ILUVW�QXPEHUV�KDYH�LQFOXGHG�
FRQWULEXWLRQV�E\�ERWK�6RYLHW�DQG�QRQ�6RYLHW�VFKRODUV�����6RYLHW�VFKRODUV�DOVR�HVWDEOLVKHG�XVHIXO�FRQWDFWV�ZLWK�
VLPLODU�VWXG\�JURXSV�DQG�SXEOLFDWLRQV�LQ�WKH�:HVW��LQFOXGLQJ�WKH�8QLWHG�6WDWHV��

6ROLG�ZRUN�KDV�EHHQ�GRQH�E\�6RYLHW�VFKRODUV��SULPDULO\�LQ�WKH�DUHD�RI�WHFKQRORJLFDO�HFRQRPLF�
IRUHFDVWLQJ��)RU�H[DPSOH��LQ������WKH�6RYLHW�SKLORVRSKLFDO�MRXUQDO� 9RSURV\�)LORVRILL��EHJDQ�SXEOLVKLQJ�D�VHULHV�
RI�DUWLFOHV�RQ�WKH�WKHPH�RI��7KH�6FLHQWLILF�7HFKQLFDO�5HYROXWLRQ�DQG�,WV�6RFLDO�&RQVHTXHQFHV���2Q�WKH�ZKROH��
WKHVH DUWLFOHV�KDYH�EHHQ�VHULRXV�DQG�IUHTXHQWO\�YHU\�LQIRUPDWLYH�WUHDWPHQWV�RI�VXFK�VXEMHFWV�DV�WKH�PHWKRGRORJ\�
RI�IRUHFDVWLQJ��WKH�RUJDQL]DWLRQDO�SUREOHPV�RI�VFLHQFH�LQ�WKH�FRQWH[W�RI�WKH�VFLHQWLILF�H[SORVLRQ��WKH�UROH�RI�
F\EHUQHWLFV��FRPSDUDWLYH�DQDO\VHV�RI�VFLHQWLILF�GHYHORSPHQW�DQG�SURMHFWLRQV�IRU�WKH�8QLWHG�6WDWHV�DQG�WKH�6RYLHW�
8QLRQ��WR�VD\�QRWKLQJ�RI�PRUH�VSHFLILFDOO\�6RYLHW�RULHQWHG�HFRQRPLF�DQG�WHFKQRORJLFDO�SURJQRVHV�����

,Q�FRQWUDVW�WR�WKHVH�HIIRUWV��WKHUH�KDV�EHHQ�D�VWULNLQJ�SDXFLW\�RI�SROLWLFDO��LGHRORJLFDO��RU�SKLORVRSKLFDO�
VWXGLHV�IRFXVHG�RQ�WKH�LQWHUDFWLRQV�ZLWK�SURMHFWHG�WHFKQRORJLFDO�HFRQRPLF�FKDQJHV��7KHUH�LV�QR�GRXEW�WKDW�6RYLHW�
LQWHOOHFWXDOV�DUH�DZDUH�RI�WKH�XQDYRLGDEOH�OLQN�EHWZHHQ�WKH�WZR���EXW�SXEOLVKHG�6RYLHW�GLVFXVVLRQV�KDYH�EHHQ�
OLPLWHG�SULPDULO\�WR�FULWLFDO�HYDOXDWLRQV�RI�:HVWHUQ�OLWHUDWXUH�RQ�WKH�VXEMHFW��,Q�WKHLU�FUXGHU�IRUPV²SDUWLFXODUO\�
ZKHQ�DSSHDULQJ�LQ�WKH�WKHRUHWLFDO�RUJDQ�RI�WKH�SDUW\��.RPPXQLVW²WKHVH��HYDOXDWLRQV��KDYH�EHHQ�OLPLWHG�WR�
GHQXQFLDWLRQ���0RUH�VHULRXV²WKRXJK�VWLOO�SULPDULO\�QHJDWLYH²DVVHVVPHQWV�KDYH�DSSHDUHG�LQ�RWKHU�MRXUQDOV��
SDUWLFXODUO\�LQ�WKH�RUJDQ�RI�WKH�,QVWLWXWH�RQ�:RUOG�(FRQRPLFV��,Q�ERWK�FDVHV��KRZHYHU��WKH�WHQGHQF\�KDV�EHHQ�WR�
GHQ\�WKH�SRVVLELOLW\�RI�HLWKHU�WKH�HYROXWLRQ�RI�:HVWHUQ�SROLWLHV�LQWR�QHZ�SRVW�LQGXVWULDO�IRUPV�QR�ORQJHU�
GHWHUPLQHG�E\�WKH�FDSLWDOLVW�SKDVH�RI�LQGXVWULDOL]DWLRQ�RU�WKH�FDSDFLW\�RI�WKHVH�QHZ�IRUPV�WR�RYHUFRPH�WKH�
LQGLYLGXDO�FULVLV�RI�DOLHQDWLRQ�DQG�IUXVWUDWLRQ�DVVRFLDWHG�ZLWK�WKH�FDSLWDOLVW�V\VWHP��

7KLV�LV�ZK\�VRPH�3ROLVK�FRPPXQLVWV��WKRXJK�OR\DO�WR�WKH�FRPPRQ�LGHRORJ\��KDYH�QRWHG�FULWLFDOO\�WKDW�
�ZH�KDYH�WR�JLYH�D�PRUH�VSHFLILF�DQVZHU�WR�WKH�TXHVWLRQ�DV�WR�ZKDW�UHDOO\�KDSSHQV�LQ�PRGHUQ�PRQRSROLVWLF�

� ,Q�D�VWDWHPHQW�UHPDUNDEO\�IUHH�RI�LGHRORJLFDO�FDQW��RQH�6RYLHW�VFLHQWLVW² DQG�QRYHOLVW²UHPDUNHG���7KH�IXWXUH�KDV�ERUQH�WKH�EUXQW�RI�DOO�
NLQGV�RI�HPRWLRQV��RSWLPLVP��EOLQG�LUUDWLRQDO�KRSH��DQG�EODFN�GHVSDLU��,W�KDV�EHHQ�WKUHDWHQHG�E\�ERWK�K\VWHULFDO�VHHUV�DQG�SUHFLVH�FDOFXODWLRQV��
$WWHPSWV�KDYH EHHQ�PDGH�WR�SRLVRQ�LW�RU�VLPSO\�WR�DQQLKLODWH�LW��WR�WXUQ�LW�EDFNZDUG��WR�UHWXUQ�LW�WR�FDYHV��,W�KDV�VXUYLYHG��7RGD\�ZH�KDYH�WKH�
RSSRUWXQLW\�WR�JLYH�LW�VHULRXV�DQG�WKRXJKWIXO�VWXG\��7RGD\��SHUKDSV�DV�QHYHU�EHIRUH�LQ�KXPDQ�KLVWRU\��WKH�IXWXUH�GHSHQGV�RQ�WKH�SUHVHQW�DQG�
GHPDQGV�D�QHZ�DSSURDFK��,W�LV�IUDXJKW�ZLWK�FULVHV�ZH�FDQQRW�DVVHVV�WRGD\��&ULVHV�FRQQHFWHG�QRW�RQO\�ZLWK�D�GLIIHUHQW�FRQFHSWLRQ�RI�IUHHGRP��
EXW�DOVR�D�GLIIHUHQW�LGHD�RI�LQGLYLGXDOLW\���'DQLLO�*UDQLQ���$QG�<HW��������� ,QRVWUDQQDLD�/LWHUDWXUD >0RVFRZ@��1R������������
,Q�FRQWUDVW��WKH�ILYH�YROXPH�ZRUN 6RFLDOLVP�DQG�&RPPXQLVP��SUHSDUHG�E\�WKH�,QVWLWXWH�RI�3KLORVRSK\�RI�WKH�6RYLHW�$FDGHP\�RI�6FLHQFHV�LQ�D�
FRPSUHKHQVLYH�HIIRUW�WR�VXP�XS�WKH�OLNHO\�VKDSH�RI�6RYLHW�VRFLHW\�XQGHU�FRPPXQLVP��UHIUDLQV IURP�DQ\�DQDO\VLV�RI�WKH�VRFLDO�WHQVLRQV�
EURXJKW�RQ�E\�WKH�VFLHQWLILF�UHYROXWLRQ��,W�SUHVHQWV�D�XQLIRUPO\�EOLVVIXO�SLFWXUH�RI�WKH�IXWXUH����)RU�H[DPSOHV�RI�SDUWLFXODUO\�SULPLWLYH�
ZULWLQJV��VHH�*��*HUDVLPRY���7KH�)DOVLILHUV�RI�WKH�)XWXUH���.RPPXQLVW��1R�����������IRU�FULWLFLVP�RI�$URQ��)RXUDVWLH��DQG�RWKHUV��RU�<XUL�
=KXNRY
V�YDULRXV�DUWLFOHV�DWWDFNLQJ�P\�HDUOLHU�DUWLFOH���$PHULFD�LQ�WKH�7HFKQHWURQLF�$JH���6RYLHW�FRPPHQWDWRUV�ZHUH�SDUWLFXODUO\�LQFHQVHG�
E\�P\�REVHUYDWLRQ���$PHULFD�LQ�WKH�7HFKQHWURQLF�$JH���WKDW��WKH�ZRUOG�LV�RQ�WKH�HYH�RI�D�WUDQVIRUPDWLRQ�PRUH�GUDPDWLF�LQ�LWV�KLVWRULF�DQG�
KXPDQ�FRQVHTXHQFHV�WKDQ�WKDW�ZURXJKW�HLWKHU�E\�WKH�)UHQFK�RU�WKH�%ROVKHYLN�UHYROXWLRQV��9LHZHG�IURP�D�ORQJ�SHUVSHFWLYH��WKHVH�IDPRXV�UHY��
ROXWLRQV�PHUHO\�VFUDWFKHG�WKH�VXUIDFH�RI�WKH�KXPDQ�FRQGLWLRQ��7KH�FKDQJHV�WKH\�SUHFLSLWDWHG�LQYROYHG�DOWHUDWLRQV�LQ�WKH�GLVWULEXWLRQ�RI�SRZHU�
DQG�SURSHUW\�ZLWKLQ�VRFLHW\��WKH\�GLG�QRW�DIIHFW�WKH�HVVHQFH�RI�LQGLYLGXDO�DQG�VRFLDO�H[LVWHQFH��/LIH²SHUVRQDO�DQG�RUJDQL]HG²FRQWLQXHG�RQ�
PXFK�DV�EHIRUH��HYHQ�WKRXJK�VRPH�RI�LWV�H[WHUQDO�IRUPV��SULPDULO\�SROLWLFDO��ZHUH�VXEVWDQWLDOO\�DOWHUHG��6KRFNLQJ�WKRXJK�LW�PD\�VRXQG�WR�WKHLU�
DFRO\WHV��E\�WKH�\HDU������LW�ZLOO�EH�DFFHSWHG�WKDW�5REHVSLHUUH�DQG�/HQLQ�ZHUH�PLOG�UHIRUPHUV��
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FDSLWDOLVP�DQG�ZKDW�LQIOXHQFH�WKH�WHFKQLFDO�UHYROXWLRQ�KDV�RQ�LW���7KH\�KDYH�REVHUYHG�WKDW�FRPPXQLVW�WKHRU\�KDV�
QR�FRQFHSW�RI�WKH�WUDQVLWLRQ�IURP�PRGHUQ�FDSLWDOLVP�WR�VRFLDOLVP� WKDW�LW�KDV�QRW�IDFHG�WKH�SUREOHP�RI�WKH�
LQFUHDVLQJ�WHFKQRORJLFDO�REVROHVFHQFH�RI�FRPPXQLVW�HFRQRPLHV�DV�FRPSDUHG�WR�WKRVH�RI�WKH�DGYDQFHG�:HVW��WKDW�
LW�KDV�VWLOO�WR�FRQIURQW�WKH�IDFW�WKDW�VRFLDOLVP²WKRXJK�LW�KDV�SURYHQ�LWV�PHWWOH�LQ�RYHUFRPLQJ�LQGXVWULDO�
EDFNZDUGQHVV²KDV�\HW�WR�SURYH�LWV�FDSDFLW\�IRU�VFLHQWLILF�LQQRYDWLRQ��DQG�WKDW�LW�KDV�QRW�JLYHQ�DQ\�WKRXJKW�WR�WKH�
VLJQLILFDQFH�RI�FRQIOLFWV�EHWZHHQ�JHQHUDWLRQV����� ,Q�D�IDU�UDQJLQJ�DQG�WKRXJKWIXO�GLVFXVVLRQ��D�5XPDQLDQ�
FRPPXQLVW��DSSHDOLQJ��)RU�D�0DU[LVW�7KHRU\�RI�WKH�7HFKQLFDO�6FLHQWLILF�5HYROXWLRQ���SXW�LW�HYHQ�PRUH�EOXQWO\��
�,Q�UHFHQW�\HDUV�WKH�:HVW�KDV�HYLGHQFHG�D�PRUH�VXVWDLQHG�FRQFHUQ�ZLWK�WKH�WKHRUHWLFDO�HODERUDWLRQ�RI�WKH�HVVHQFH�
RI�WKH�VFLHQWLILF�WHFKQLFDO�UHYROXWLRQ�DQG�LWV�VRFLDO�DQG�KXPDQ�FRQQHFWLRQV��������:H�FDQQRW�DV�\HW�VSHDN�RI�WKH�
H[LVWHQFH�RI�D�FRKHUHQW��XQLILHG�0DU[LVW WKHRU\�RI�WKH�VFLHQWLILF�WHFKQRORJLFDO�UHYROXWLRQ������,Q�VKRUW��6RYLHW�
SROLWLFDO�WKRXJKW�KDV�IDLOHG�WR�SURYLGH�DQ\�V\VWHPDWLF�GHYHORSPHQW�RI�LGHDV�FRQFHUQLQJ�WKH�IXWXUH�SROLWLFDO�DQG�
LGHRORJLFDO�HYROXWLRQ�RI�WKH�6RYLHW�V\VWHP�LWVHOI�RU��IRU�WKDW�PDWWHU� RI�WKH�ZRUOG�UHYROXWLRQDU\�SURFHVV�XQGHU�
QRYHO�KLVWRULF�FRQGLWLRQV��7KLV�LV�QRW�RQO\�EHFDXVH�LQWHOOHFWXDO�GLVVHQW�KDV�EHHQ�UHVWULFWHG�WR�LQIRUPDO��
�XQGHUJURXQG��IRUPV�RI H[SUHVVLRQ�EXW�SULPDULO\�EHFDXVH�WKHUH�KDV�EHHQ�QR�SSHQ�HQGHG�FUHDWLYH�SROLWLFDO��
LGHRORJLFDO�GLVFXVVLRQ�DPRQJ�6RYLHW�0DU[LVWV�WKHPVHOYHV��6RYLHW�LGHRORJ\�LV�QR�ORQJHU�VKDSHG�WKURXJK�WKH�
FUHDWLYH�LQWHUDFWLRQ�RI�WKHRUHWLFDO�WKRXJKW�DQG�SUDFWLFH²DV�ZDV�WKH FDVH�XQWLO�6WDOLQ
V�SRZHU�EHFDPH�VXSUHPH²�
EXW�LV�WKH�SURGXFW�RI�D�EXUHDXFUDWLF�SURFHVV�RI�GHILQLWLRQ��D�SURFHVV�HQWLUHO\�PRQRSROL]HG�E\�FDUHHU�SDUW\�
RIILFLDOV��,GHRORJ\�HPDQDWHV�IURP�WKH�RIILFHV�RI�WKH�&HQWUDO�&RPPLWWHH��ZKHUH�LW�LV�SUHSDUHG�RQ�WKH�EDVLV�RI�
FRPPLWWHH�UHSRUWV�DQG�VWDII�SDSHUV�EHIRUH�EHLQJ�VXEPLWWHG�WR�WKH�3ROLWEXUR�IRU�JURXS�DSSURYDO��$Q�LGHRORJ\�
ZKRVH�FRQWHQW�LV�GHWHUPLQHG�E\�D�SROLWLFDO�SURFHVV�LV�QRW�OLNHO\�WR�EH�SUHRFFXSLHG�ZLWK�VSHFXODWLYH��DQG�WKHUHIRUH�
SRWHQWLDOO\�GLVUXSWLYH��LVVXHV� ,W�KDV�OLWWOH�WR�GR�ZLWK�LQWHOOHFWXDO�FUHDWLYLW\�DQG�D�JUHDW�GHDO�WR�GR�ZLWK�EXUHDXFUDWLF�
LPSHUDWLYHV��

3DUDGR[LFDOO\��EXUHDXFUDWLF�VWHULOLW\�LQ�WKRXJKW�SURPSWV�LQWHQVLILHG�HPSKDVLV�RQ�UHYROXWLRQDU\�UKHWRULF�
DQG�V\PEROLVP��%HFDXVH�WKH�RQFH�UHYROXWLRQDU\ GRFWULQH�KDV�EHFRPH�VR�LQWHUWZLQHG�ZLWK�WKH�YHVWHG�LQWHUHVWV�RI�
JXDUGLDQV�ZKR�DUH�WKHPVHOYHV�KLJKO\�VHQVLWLYH�WR�5XVVLDQ�QDWLRQDO�LQWHUHVWV��WKHUH�LV�D�WHQGHQF\�WR�WDNH�LGH��
RORJLFDO�UHIXJH�LQ�LQFUHDVHG�HPSKDVLV�RQ�UHYROXWLRQDU\�V\PEROLVP��7KLV�LV�D�PDQLIHVWDWLRQ�FRPPRQ�WR�DOO�
GRFWULQHV�LQ�WKHLU�LQWHOOHFWXDO�GHFOLQH��DV�SUDFWLFH�LQFUHDVLQJO\�GHYLDWHV�IURP�SUHVFULSWLRQ��V\PEROLVP�DQG�UKHWRULF�
JDLQ�LQ�LPSRUWDQFH��7KH�FRQVHTXHQFH��KRZHYHU��LV�WR�FRQJHDO�FHUWDLQ�IRUPXODV�DQG�FODLPV��PDNLQJ�LQWHOOHFWXDO�
LQQRYDWLRQ�PRUH�GLIILFXOW��HYHQ�ZKHQ�RQ�WKH�RSHUDWLRQDO�OHYHO�LGHRORJLFDO�UHVWUDLQWV�DUH�LQFUHDVLQJO\�HYDGHG��

7KH�UHVXOW�LV�D�FRQGLWLRQ�RI�DUUHVWHG�LGHRORJLFDO�GHYHORSPHQW��RI�LGHRORJLFDO�SHWULIDFWLRQ�UDWKHU�WKDQ�
HURVLRQ��0DU[LVW�WKRXJKW�UHPDLQLQJ�YLWDO RQO\�RXWVLGH�WKH�6RYLHW�8QLRQ���7KH�YLVLRQ�RI�WRPRUURZ�LV�UHGXFHG�WR�
PHDQLQJOHVV�DQG�LQFUHDVLQJO\�YDJXH�GHFODUDWLRQV��VXFK�DV�WKH�FRQFOXVLRQ�WR�WKH�RIILFLDO�6RYLHW�SURJQRVLV�IRU�WKH�
UHPDLQGHU�RI�WKLV�FHQWXU\���$UPHG�ZLWK�0DU[LVW�/HQLQLVW�WKRXJKW�DQG�ILOOHG�ZLWK�KLVWRULFDO�RSWLPLVP��WKH�OHDGLQJ�
UHYROXWLRQDU\�IRUFHV�RI�WKH�ZRUOG�ZLOO�PDUFK�LQWR�WKH�IXWXUH������

���7KH�6RYLHW�)XWXUH�
7KH�FUXFLDO�TXHVWLRQ�WRGD\�LV��:KHQ�ZLOO�WKH�6RYLHW�8QLRQ�EUHDN�ZLWK�WKH�6WDOLQLVW�OHJDF\"�:LWKRXW�VXFK�

D�EUHDN�LW�ZLOO�UHPDLQ�GLIILFXOW�IRU�WKH�6RYLHW�OHDGHUV�WR�GLDJQRVH�WKH�SUREOHPV�RI�WKHLU�RZQ�VRFLHW\�DFFXUDWHO\�DQG�
WR�PDNH�WKH�6RYLHW�8QLRQ�WUXO\�UHOHYDQW�WR�WKH�LQWHOOHFWXDO�DQG�LQWHUQDWLRQDO�GLOHPPDV�RI�RXU�WLPH��6XFK�D�EUHDN�
QHHG�QRW�UHTXLUH�WKH�DEDQGRQPHQW�RI�VRFLDOLVP�RU�RI�0DU[LVP��EXW�LW�ZRXOG�UHTXLUH�WKH�WUDQVIRUPDWLRQ�RI�D�
SROLWLFDO�V\VWHP�WKDW�WRGD\�ERWK�UHIOHFWV�DQG�LV�EXWWUHVVHG�E\�DQ�REVROHVFHQW�DQG�EXUHDXFUDWL]HG�LGHRORJ\�RI�
SRZHU�LQWR�RQH�PRUH�LQ�NHHSLQJ�ZLWK�WKH�HPHUJLQJ�KXPDQLVW��XQLYHUVDOLVW�PRRG�RI�RXU�WLPH��,W�LV�QR�H[DJJHUDWLRQ�
WR�VD\²WKRXJK�VRPH�DQWL�FRPPXQLVWV�PD\�EH�ORDWK�WR�DGPLW�WKLV²WKDW�WKH�SHDFH�RI�PDQNLQG�GHSHQGV�LQ�ODUJH�
PHDVXUH�RQ�WKH�6RYLHW�8QLRQ
V�UHWXUQ�WR�WKH�RFFLGHQWDO�0DU[LVW�WUDGLWLRQ�IURP�ZKLFK�WKH�PRUH�RULHQWDO�/HQLQLVP��
6WDOLQLVP�KDG�GLYHUWHG�LW��EXW�QRW�QHFHVVDULO\�RQ�WKH�RXWULJKW�DEDQGRQPHQW�RI�0DU[LVP��

,GHRORJLFDO�FKDQJH�LQ�WKH�6RYLHW�8QLRQ�ZLOO�LQHYLWDEO\�EH�FORVHO\�FRQQHFWHG�ZLWK�VRFLR�HFRQRPLF�
FKDQJH��EXW�LW�ZRXOG�EH�D�PLVWDNH�WR�YLHZ�WKH�ODWWHU�DV�GLFWDWLQJ�WKH�IRUPHU��$�0DU[LVW�IUDPHZRUN�RI�DQDO\VLV�LV�
WKH�RQH�OHDVW�VXLWHG�WR�XQGHUVWDQGLQJ�FRPPXQLVW�SROLWLFV��LQ�ZKLFK�WKH�SROLWLFDO�VXSHUVWUXFWXUH�DFWXDOO\�GRPLQDWHV�
WKH�HFRQRPLF�EDVH��3ROLWLFDO�FKDQJH�LQ�WKH�6RYLHW�8QLRQ�ZLOO�QHFHVVDULO\�EH�LQIOXHQFHG�E\�WKH�HPHUJHQFH�RI�D�
QHZ�VRFLDO�HOLWH� PRUH�WHFKQRORJLFDO�LQ�LWV�RULHQWDWLRQ��EXW�LW�ZLOO�EH�HYHQ�PRUH�DIIHFWHG�E\�WKH�FKDQJHV�LQ�WKH�
LQWHUQDO�FKDUDFWHU�DQG�RXWORRN�RI�WKH�SURIHVVLRQDO��UXOLQJ�SDUW\�EXUHDXFUDF\��DQG�E\�WKH�GHJUHH�WR�ZKLFK�WKLV�HOLWH�
VXFFHHGV�LQ�FRSLQJ�ZLWK�LQWHUQDO�6RYLHW�SUREOHPV��

,QWHUQDO�'LOHPPDV�
7KHVH�SUREOHPV�DUH�OLNHO\�WR�GHYHORS�RQ�WKH�OHYHOV�RI�ERWK�HFRQRPLF�WHFKQRORJLFDO�HIILFLHQF\�DQG�

SROLWLFDO�LGHRORJLFDO�GLVVHQW��7KHUH�FDQ�EH�OLWWOH�GRXEW�WKDW�WKH�6RYLHW�HFRQRP\�ZLOO�FRQWLQXH�WR�JURZ�LQ�WKH�\HDUV�
DKHDG��EXW�LW�GRHV�DSSHDU�OLNHO\�WKDW��EDUULQJ�VRPH�XQIRUHVHHQ�GHYHORSPHQW�LQ�HLWKHU�WKH�8QLWHG�6WDWHV�RU�WKH�

�7KLV�PDWFKHV�WKH�9LFWRULDQLVP�DQG�JUD\QHVV�RI�PXFK�RI�FRQWHPSRUDU\�6RYLHW�OLIH��/LQFROQ�6WHIIHQV�H[FODLPHG��RQ�YLVLWLQJ�WKH�6RYLHW�8QLRQ�
LQ�WKH�HDUO\�����V���,�KDYH�EHHQ�LQWR�WKH�IXWXUH�DQG�LW�ZRUNV���7RGD\�PRUH�DQG�PRUH�YLVLWRUV�WR�WKH�6RYLHW�8QLRQ�FRPH�EDFN�VD\LQJ���,�KDYH�
EHHQ LQWR�WKH�SDVW�DQG�LW�LV�D�ERUH��



�������

6RYLHW�8QLRQ��WKH�DEVROXWH�JDS�EHWZHHQ�WKH�WZR�FRXQWULHV�ZLOO�ZLGHQ�HYHQ�IXUWKHU���7KH�JURZWK�ZLOO�WKHUHIRUH�
SUREDEO\�EH�LQVXIILFLHQW�WR�VDWLVI\�WKH�LGHRORJLFDO�DPELWLRQV�RI�WKH�SROLWLFDO�HOLWH��DQG�LW�LV�HYHQ�OHVV�OLNHO\�WR�
VDWLVI\�ULVLQJ�VRFLDO�DVSLUDWLRQV��7KHVH�DVSLUDWLRQV�DUH�FHUWDLQ�WR�HVFDODWH�DV�FRPSDULVRQ�ZLWK�WKH�:HVW�PDNHV�LW�
PRUH�DQG�PRUH�DSSDUHQW�WKDW�PDMRU�VHFWRUV�RI�6RYLHW�VRFLHW\�KDYH�UHPDLQHG�H[WUDRUGLQDULO\�DQWLTXDWHG��

6RYLHW�EDFNZDUGQHVV�LV�SDUWLFXODUO\�HYLGHQW�LQ�DJULFXOWXUH��$JULFXOWXUDO�SURGXFWLYLW\�KDV�OHDSIURJJHG�
GXULQJ�WKH�ODVW�VHYHUDO�GHFDGHV�LQ�PRVW�GHYHORSHG�FRXQWULHV�DQG�ODWHO\�HYHQ�LQ�D�QXPEHU�RI�WKH�XQGHUGHYHORSHG�
RQHV��1RW�VR�LQ�WKH 6RYLHW�8QLRQ��ZKHUH�SURGXFWLYLW\�VWHDGLO\�GHFOLQHG�DQG�KDV�RQO\�UHFHQWO\�ULVHQ�VRPHZKDW��
7KH�6RYLHW�UXUDO�SRSXODWLRQ�LV�XQGHUHPSOR\HG��XQGHUFRPSHQVDWHG��DQG�XQGHUSURGXFWLYH��7KH�UHVROXWLRQ�RI�WKH�
6RYLHW�DJULFXOWXUDO�SUREOHP�LV�RQH�RI�WKH�PRUH�XUJHQW²EXW DOVR�LGHRORJLFDOO\�PRUH�VHQVLWLYH²SUREOHPV�RQ�WKH�
6RYLHW�DJHQGD���7KH�WHFKQRORJLFDO�XQGHUGHYHORSPHQW�RI�6RYLHW�DJULFXOWXUH�LV�UHIOHFWHG�LQ�D�ODERU�IRUFH�
GLVWULEXWLRQ�WKDW�SODFHV�WKH�6RYLHW�8QLRQ�FRQVLGHUDEO\�EHKLQG�WKH�PRUH�DGYDQFHG�VHFWRUV�RI�WKH�JOREH���

7$%/(����

',675,%87,21 2)�/$%25�)25&(�

3(5&(17$*(�',675,%87,21�%<�6(&725�

$5($� $JULFXOWXUH� ,QGXVWU\� 6HUYLFHV�
8QLWHG�6WDWHV� �� ��� ���
:HVWHUQ�(XURSH� ��� ��� ���

2FHDQLD� ��� ��� ���

-DSDQ� ��� ��� ���

8665� ��� ��� ���

/DWLQ�$PHULFD� ��� ��� ���
6RXUFH� ,QWHUQDWLRQDO�/DERU�5HYLHZ� -DQXDU\�)HEUXDU\�������

,Q�WKH�LQGXVWULDO�VHFWRU��PRUH�DGYDQFHG�WKDQ�DJULFXOWXUH��WKH�UHPDUNDEOH�DFKLHYHPHQWV�RI�6RYLHW�VFLHQFH�LQ�VXFK�
DUHDV�DV�VSDFH�DQG�ZHDSRQV�WHFKQRORJ\�KDYH�REVFXUHG�D�VLWXDWLRQ�WKDW�LV�DOVR�IDU�IURP�VDWLVIDFWRU\�IRU�D�PRGHUQ��
LQGXVWULDOL]HG�VRFLHW\��,W�KDV�EHHQ�HVWLPDWHG�WKDW�WKH�6RYLHW�8QLRQ��DOORZLQJ�IRU�WKH�GLIIHUHQWLDO�LQ�DFWXDO�FRVWV��
KDV�LQ�UHDO�WHUPV�EHHQ�VSHQGLQJ�DSSUR[LPDWHO\�DV�PXFK�IRU�UHVHDUFK�DQG�GHYHORSPHQW�DV�WKH�8QLWHG�6WDWHV�����
0RUHRYHU��6RYLHW�VFLHQWLILF�PDQSRZHU�KDV�EHHQ�JURZLQJ�DW�DQ�LPSUHVVLYH�UDWH�DQG�QRZ�PDWFKHV�WKDW�RI�WKH�
8QLWHG�6WDWHV��,Q�DGGLWLRQ��6RYLHW�WKHRUHWLFDO�ZRUN�LQ�D�QXPEHU�RI�ILHOGV��SDUWLFXODUO\�SK\VLFV��KDV�EHHQ�RI�WKH�
ILUVW�RUGHU��

<HW�WKH�RYHU�DOO�VRFLR�HFRQRPLF�EHQHILWV�RI�WKH 6RYLHW�VFLHQWLILF�HIIRUW�KDYH�EHHQ�UHODWLYHO\�PHDJHU��
7KRXJK�6RYLHW�OHDGHUV�ZHUH�TXLFN�WR�FDSLWDOL]H�LGHRORJLFDOO\�RQ�WKHLU�LQLWLDO�VSDFH�VXFFHVVHV�E\�FODLPLQJ�WKDW�
WKH\�SURYHG�WKH�VXSHULRULW\�RI�FRPPXQLVP��DQ�DVVHUWLRQ�TXLHWO\�DOORZHG�WR�IDGH�DIWHU�WKH�$PHULFDQ�ODQGLQJ�RQ�
WKH�PRRQ���WKH�IDFW�UHPDLQV�WKDW�WKH�6RYLHW�8QLRQ�KDV�QRW�EHHQ�DEOH�WR�SURGXFH�WHFKQRORJLFDOO\�DGYDQFHG�
SURGXFWV�FDSDEOH�RI�SHQHWUDWLQJ�HFRQRPLFDOO\�UHZDUGLQJ�ZRUOG�PDUNHWV�LQ�WKH�IDFH�RI�:HVWHUQ�FRPSHWLWLRQ��QRU�
KDV�LW�VDWLVILHG�PRUH�WKDQ�WKH�UXGLPHQWDU\�QHHGV�RI�GRPHVWLF�FRQVXPSWLRQ��(YHQ�LQ�VXFK�D�UHODWLYHO\�HOHPHQWDU\�
LQGXVWULDO�ILHOG�DV�DXWRPRELOH�SURGXFWLRQ��WKH�6RYLHW�8QLRQ�KDV�EHHQ�FRPSHOOHG�WR�UHO\�RQ�IRUHLJQ�KHOS��FXUUHQWO\�
,WDOLDQ��WR�SURGXFH�ZRUNDEOH�DQG�HFRQRPLFDOO\�IHDVLEOH�DXWRPRELOHV�����7KH�ULJLG�VHSDUDWLRQ�RI�VHFUHW�PLOLWDU\�
UHVHDUFK�IURP�WKH�UHVW�RI�WKH�HFRQRP\��DV�ZHOO�DV�WKH�FRQFHQWUDWLRQ�RI�6RYLHW�VFLHQWLILF�UHVHDUFKHUV�LQ�LQVWLWXWHV�
UHPRWH�IURP�LQGXVWU\��KDV�PHDQW�WKDW�UHVHDUFK�EUHDNWKURXJKV�KDYH�HLWKHU�QHYHU�EHHQ�GHYHORSHG��GHYHORSHG�RQO\�
IRU�PLOLWDU\�SXUSRVHV��RU�GHYHORSHG�RQO\�DIWHU�FRQVLGHUDEOH GHOD\����7KH�6RYLHW�ODJ�LV�XQPLVWDNDEOH�LQ�FRPSXWHUV��
WUDQVLVWRUV��ODVHUV��SXOVDUV��DQG�SODVWLFV��DV�ZHOO�DV�LQ�WKH�HTXDOO\�LPSRUWDQW�DUHDV�RI�PDQDJHPHQW�WHFKQLTXHV��
ODERU�UHODWLRQV��SV\FKRORJ\��VRFLRORJ\��HFRQRPLF�WKHRU\��DQG�V\VWHPV�DQDO\VLV��Á�

� ,W�FDQ�EH�HVWLPDWHG�WKDW�LI�WKH�*13�RI�WKH�8QLWHG�6WDWHV�JURZV�DW�����SHU�FHQW�SHU�DQQXP��E\������LW�ZLOO�EH�RYHU������WULOOLRQ��LI�WKH�UDWHV�RI�
WKH�����V�FRQWLQXH��LW�ZLOO�DOUHDG\�EH������WULOOLRQ�E\�������LI�WKH�6RYLHW�*13�JURZV�DW�WKH�KLJKHU�UDWH�RI���SHU�FHQW��E\������LW�ZLOO�EH�MXVW�
XQGHU������ELOOLRQ��LI�LW�JURZV�DW�WKH�HYHQ�KLJKHU�UDWH�RI���SHU�FHQW��E\������WKH�*13�ZLOO�EH�DSSUR[LPDWHO\������WULOOLRQ��7KXV�WKH�DEVROXWH�
JDS�ZLOO�QRW�QDUURZ�DQG�FRXOG�HYHQ�ZLGHQ�FRQVLGHUDEO\�EHWZHHQ������DQG�������
,Q������WKH�6RYLHW�OHDGHUV�IRUPDOO\�DGRSWHG�D�SDUW\�SURJUDP�ZKLFK��DPRQJ�RWKHU�WKLQJV��SURPLVHG�WKDW�E\������WKH�6RYLHW�8QLRQ�ZLOO�KDYH�
VXUSDVVHG�WKH�8QLWHG�6WDWHV�LQ�LQGXVWULDO�RXWSXW��&OHDUO\��WKLV�KDV�QRW�KDSSHQHG��
�� 6RYLHW�$FDGHPLFLDQ�9��7UDSH]QLNRY�HVWLPDWHG�WKDW����SHU�FHQW�RI�6RYLHW�UHVHDUFKHUV�ZRUN�LQ�LQVWLWXWHV��ZKHUHDV����SHU�FHQW�RI�$PHULFDQ�
UHVHDUFKHUV�ZRUN�GLUHFWO\�LQ�WKH�UHOHYDQW�LQGXVWULHV��+H�DOVR�HVWLPDWHV�WKDW�DSSUR[LPDWHO\�KDOI�WKH�6RYLHW�UHVHDUFK�GLVFRYHULHV�DUH�REVROHVFHQW�
E\�WKH�WLPH�RI�WKHLU�GHYHORSPHQW��3UDYGD� -DQXDU\������������6HH�DOVR�WKH�LQWHUYLHZ�ZLWK�$FDGHPLFLDQ�9��0��*OXVKNRY��LQ�.RPVRPROVNDLD�
3UDYGD�0D\�����������LQ�ZKLFK�KH�FDOOV�IRU�WKH�UDSLG�WUDLQLQJ�RI��V\VWHPV�PDQDJHUV���D�VNLOO�LQ�ZKLFK KH�IHHOV�WKDW�$PHULFDQV�H[FHO�DQG�
ZKLFK�KDV�QR�HTXLYDOHQW�LQ�WKH�6RYLHW�8QLRQ��+H�DOVR�XUJHG�WKH�UHJXODU�UHWUDLQLQJ�RI�6RYLHW�PDQDJHUV��DJDLQ�FLWLQJ�$PHULFDQ�SUHFHGHQWV��
Á� �&HUWDLQ�VHFWRUV��LQFOXGLQJ�RI�FRXUVH�VSDFH�DQG�VRPH�PLOLWDU\�5	'��DQG�DQ�LPSRUWDQW�SDUW�RI�WKH�LURQ�DQG�VWHHO�LQGXVWU\��DUH�WHFKQLFDOO\�
YHU\�DGYDQFHG��EXW�PDQ\�LQGXVWULHV��SDUWLFXODUO\�LQ�WKH�FRQVXPHU�JRRGV�VHFWRU��DUH�IDU�OHVV�WHFKQLFDOO\�GHYHORSHG�WKDQ�LQ�PDMRU�:HVWHUQ�
FRXQWULHV��������
�7KH�LPSUHVVLRQ�ZKLFK�HPHUJHV�IURP�ERWK�6RYLHW�DQG�:HVWHUQ�VWXGLHV�LV�WKDW�WKH�6RYLHW�8QLRQ�LV�OHVV�WHFKQLFDOO\�DGYDQFHG�WKDQ�WKH�8QLWHG�
6WDWHV�LQ�DOO�EXW�D�IHZ�SULRULW\�LQGXVWULHV��DQG�WKDW�LQ�D�QXPEHU�RI�PDMRU�LQGXVWULHV�WKH�6RYLHW�8QLRQ�LV�WHFKQRORJLFDOO\�EHKLQG�WKH�
LQGXVWULDOL]HG�FRXQWULHV�RI�:HVWHUQ (XURSH���6FLHQFH 3ROLF\�LQ�WKH�8665��SS�����������
$FFRUGLQJ�WR�D�VWXG\�RI�WKH�,QWHUQDWLRQDO�$WRPLF�(QHUJ\�$JHQF\��WKH�6RYLHW�8QLRQ��ZKLFK�LQ������ZDV�WKH�ILUVW�QDWLRQ�WR�DGDSW�QXFOHDU�
HQHUJ\�IRU�SHDFHIXO�XVHV��KDG�E\������EHHQ�VXUSDVVHG�E\�WKH�8QLWHG�6WDWHV�DQG�WKH�8QLWHG�.LQJGRP��E\������LW�ZLOO�EH�EHKLQG�WKH�8QLWHG�
6WDWHV��WKH�8QLWHG�.LQJGRP��-DSDQ��&DQDGD��6ZHGHQ��DQG�*HUPDQ\��ZLWK�LWV�PHJDZDWWDJH�DSSUR[LPDWHO\�IRXUWHHQ�WLPHV�OHVV�WKDQ�WKDW�RI�WKH



�������

7R�FRUUHFW�WKLV�FRQGLWLRQ��WKH�JRYHUQPHQW�LQLWLDWHG�LQ������D�VHULHV�RI�UHIRUPV�GHVLJQHG�WR�VSXU�
VFLHQWLILF�UHVHDUFK�DQG�GHYHORSPHQW�DQG�WR�LPSURYH�WKH�TXDOLW\�RI�PDQDJHPHQW��7KH�&HQWUDO�&RPPLWWHH�RI�WKH�
SDUW\�SDVVHG�D�VSHFLDO�UHVROXWLRQ�LQ�2FWREHU��������2Q�0HDVXUHV�WR�5DLVH�WKH�(IILFLHQF\�RI�WKH�:RUN�RI�6FLHQ��
WLILF�2UJDQL]DWLRQV�DQG�WR�$FFHOHUDWH�WKH�8WLOL]DWLRQ�RI�6FLHQWLILF�DQG�7HFKQLFDO�$FKLHYHPHQWV�LQ�WKH�1DWLRQDO�
(FRQRP\����KLJKO\�FULWLFDO�RI�6RYLHW�UHVHDUFK�DQG�GHYHORSPHQW�DQG�LQLWLDWLQJ�D�VHULHV�RI�UHIRUPV��ZKLFK�LQ�
HVVHQFH�XSJUDGHG�WKH�VWDWXV�RI�UHVHDUFKHUV�ZRUNLQJ�GLUHFWO\�LQ�LQGXVWU\�WR�WKDW�KHOG�E\�VFLHQWLVWV�HPSOR\HG�LQ�
SXUHO\�VFLHQWLILF�LQVWLWXWHV��FUHDWHG�UHVHDUFK�ODERUDWRULHV�EDVHG�LQ�LQGXVWULDO�HQWHUSULVHV��DQG�RIIHUHG�ERQXVHV�DQG�
DZDUGV�IRU�LQQRYDWLRQ��$V�$FDGHPLFLDQ�7UDSH]QLNRY�SXW�LW���$Q�LPSRUWDQW�LWHP�LQ�WKH�UHVROXWLRQ�LV�WKH�
HVWDEOLVKPHQW�RI�FRPSHWLWLRQ�LQ�VFLHQWLILF�WHFKQLFDO�LGHDV�DQG�SURSRVDOV������

,W�LV�IDU�IURP�FHUWDLQ�WKDW�WKHVH�UHIRUPV�ZLOO�VXIILFH�WR�JHQHUDWH�D�FUHDWLYH�DQG�VRFLDOO\�VLJQLILFDQW�EXUVW�
RI�LQQRYDWLRQ�DQG�DGDSWDWLRQ��6RYLHW�VFLHQWLVWV�UHFRJQL]H�WKDW�FUHDWLYLW\�UHTXLUHV��DQ�DWPRVSKHUH�RI�IUHH�
GLVFXVVLRQ��SROHPLFV��DQG�DLULQJ�RI�LGHDV��HYHQ�LI�VRPH�RI�WKHP�DUH�UDGLFDOO\�ZURQJ������7KLV�IDFWRU�LV�LQ�WXUQ�UH��
ODWHG�WR�WKH�LGHRORJLFDO�DQG�LQVWLWXWLRQDO�RUJDQL]DWLRQ�RI�VRFLHW\�DV�D�ZKROH��DQG�FDQQRW�EH�FRUUHFWHG�PHUHO\�E\�D�
IHZ�RUJDQL]DWLRQDO�DGMXVWPHQWV��7KH�2(&'�VWXG\��6FLHQFH�3ROLF\�LQ�WKH�8665 ��������ZKLFK�UHYHDOV�LQ�D�
GHWDLOHG��VWDWLVWLFDOO\�GRFXPHQWHG�PDQQHU�WKH�H[WUDRUGLQDU\�GLVSURSRUWLRQ�EHWZHHQ�WKH�VFDOH�RI�WKH�6RYLHW�HIIRUW�
DQG�LWV�UHODWLYHO\�PHDJHU�VRFLR�HFRQRPLF�FRQVHTXHQFHV��UHLQIRUFHV�WKH�YLHZ�WKDW�LGHRORJLFDO�SROLWLFDO�
FHQWUDOL]DWLRQ�UHVXOWV�DW�EHVW�LQ�D�FDSULFLRXV�VFLHQFH�SROLF\�DQG�DW�ZRUVW�LQ�D�FDWDVWURSKLF�RQH���

7KHUH�FDQ�EH�QR�GRXEW�WKDW�LQ�WKH�\HDUV�WR�FRPH�WKH�6RYLHW�8QLRQ�ZLOO�DFFRPSOLVK�PDQ\�UHPDUNDEOH�
VFLHQWLILF�IHDWV��HVSHFLDOO\�LQ�WKH�LQWHUQDWLRQDOO\�SUHVWLJLRXV�UHDOP�RI�VSDFH�LQYHVWLJDWLRQV�DQG�LQ�VFLHQWLILF�DUHDV�
UHODWHG�WR�GHIHQVH�UHVHDUFK��,WV�PLOLWDU\�WHFKQRORJ\�ZLOO�DOVR�FRQWLQXH�WR�PDWFK�$PHULFD
V�DQG�LQ�VRPH�DUHDV�ZLOO�
GRXEWOHVV�VXUSDVV�LW��7KLV�ZLOO�EH�GRQH�E\�FUDVK�SURJUDPV�FRQFHQWUDWLQJ�HFRQRPLF�UHVRXUFHV�DQG�VFLHQWLILF�WDOHQW��
7KH�6RYLHW�RUJDQL]DWLRQDO�VWUXFWXUH�LV�UHPDUNDEO\�VXLWHG�WR�VXFK�SURJUDPV��%XW�WKH�FUXFLDO�TXHVWLRQ�LV�ZKHWKHU�
6RYLHW�VFLHQFH�DQG�LQGXVWULDO�PDQDJHPHQW�FDQ�SURYLGH�6RYLHW�VRFLHW\�ZLWK�WKH�EURDG�JDXJHG�SDWWHUQ�RI�VFLHQWLILF�
LQQRYDWLRQ�QHFHVVDU\�ERWK�WR�DVVXUH�LQWHUQDO�SURJUHVV�DQG�WR�DGYDQFH�WKH�LQWHUQDWLRQDO�SRVLWLRQ�RI�WKH�6RYLHW�
8QLRQ��

7KH�IRUFHV�RSSRVLQJ�IDU�UHDFKLQJ�VFLHQWLILF�DQG�HFRQRPLF�UHIRUPV�DUH�IRUPLGDEOH��7KH\�DUH�SULPDULO\�
WKH�EXUHDXFUDWLF�SDUW\�HOLWH��HVSHFLDOO\�WKH LGHRORJLFDO�VHFWRUV��DQG�VRPH�RI�WKH�XSSHU�HFKHORQV�RI�WKH�DUPHG�
IRUFHV��ZKR�IHDU�WKDW�GHFHQWUDOL]DWLRQ�ZRXOG�DOVR�PHDQ�WKH�WUDQVIHU�RI�VRPH�NH\�UHVHDUFK�LQVWLWXWHV�WR�QRQPLOLWDU\�
XVHV��7KH�XSSHU�HFKHORQV�RI�SDUW\�RIILFLDOGRP�DUH�VWLOO�ODUJHO\�WKH�SURGXFWV�RI�WKH�6WDOLQLVW�HUD��DQG�PDQ\�DPRQJ�
WKHP�JRW�WKHLU�VWDUW�GXULQJ�WKH�SXUJHV��3DUDGR[LFDOO\��DQG�FRQWUDU\�WR�:HVWHUQ�VSHFXODWLRQ��WKH�PDQDJHULDO�HOLWH�
KDV�DOVR�EHHQ�SDUW�RI�WKH�RSSRVLWLRQ��7KH�SUHVHQW�6RYLHW�PDQDJHULDO�JHQHUDWLRQ��WUDLQHG�WR�RSHUDWH�LQ�D KLJKO\�
FRQILQHG��KLHUDUFKLFDO�VHWWLQJ��LV�QRW�SUHGLVSRVHG�WR�DVVXPH�WKH�JUHDWHU�SHUVRQDO�KD]DUGV�WKDW�D�PRUH�
GHFHQWUDOL]HG��FRPSHWLWLYH�V\VWHP�ZRXOG�QHFHVVDULO\�LQYROYH���3URSRVDOV�IRU�HFRQRPLF�UHIRUPV�KDYH�
FKDUDFWHULVWLFDOO\�FRPH�PRVWO\�IURP�WKH�WKHRUHWLFDO�HFRQRPLVWV��

7KH�SUREOHP�RI�LQWHOOHFWXDO�IUHHGRP�SURPSWV�FRQVLGHUDWLRQV�WKDW�DUH�PRUH�GLUHFWO\�FRQFHUQHG�ZLWK�
SROLWLFV�DQG�LGHRORJ\��,W�LV�LPSRVVLEOH�WR�MXGJH�WKH�H[WHQW�RI�IXQGDPHQWDO��XQRUWKRGR[�GLVVHQW�LQ�WKH�6RYLHW�8QLRQ�
RI WKH�ODWH�����V�DQG�HDUO\ ����V���� ,Q�ODWH������WZR�VXFFHVVLYH�LVVXHV�RI�WKH�PDJD]LQH 3UREOHPV�RI�&RPPXQLVP�
ZHUH�GHYRWHG�WR�WKH�XQGHUJURXQG�ZULWLQJV��SHWLWLRQV��SURWHVWV��DQG�DSSHDOV�RI�GLVVHQWLQJ�6RYLHW�LQWHOOHFWXDOV��7KH\�
PDGH�IRU�UHPDUNDEOH�DQG�SURIRXQGO\�PRYLQJ�UHDGLQJ��DV�GLG VRPH�VHSDUDWHO\�SXEOLVKHG�GRFXPHQWV�LQ�ZKLFK�
8NUDLQLDQ�LQWHOOHFWXDOV�SURWHVWHG�WKH�VXSSUHVVLRQ�RI�WKHLU�FRXQWU\�����7KHVH�SXEOLFDWLRQV�LQGLFDWHG�WKH�H[LVWHQFH�RI�
DQ�DFWLYH�DQG�DUWLFXODWH�JURXS�RI�LQWHOOHFWXDOV��ODUJHO\�FRQFHQWUDWHG�LQ�0RVFRZ�DQG�/HQLQJUDG��FRPSRVHG�LQ�VRPH�
FDVHV�RI�WKH�RIIVSULQJ�RI�WKH�6RYLHW�SROLWLFDO�HOLWH�EXW�PRUH�RIWHQ�RI�WKH�FKLOGUHQ�RI�SURPLQHQW�FRPPXQLVWV�ZKR�

8QLWHG�6WDWHV��3RZHU�DQG�5HVHDUFK�5HDFWRUV�LQ�0HPEHU�6WDWHV���
$V�%XUNV�SXWV�LW���7KH�FXUYH�RI�WHFKQRORJLFDO�GHYHORSPHQW�LQ�WKH�:HVW�LV�H[SRQHQWLDO��6\QWKHWLF�ILEHUV��SODVWLFV��QXFOHDU�HQHUJ\��WUDQVLVWRUV��
GLJLWDO�FRPSXWHUV��[HURJUDSK\��ODVHUV��VXFFHHG�RQH�DQRWKHU�LQ�VHHPLQJO\�HQGOHVV�VXFFHVVLRQ��$V�:HVWHUQ�WHFKQRORJ\�EHFRPHV�PRUH�FRPSOH[��
IXUWKHUPRUH��WKH�WLPH�ODJ�LQYROYHG�LQ�LWV�UHSURGXFWLRQ�E\�(DVW�(XURSHDQV�EHFRPHV�JUHDWHU��%RUURZLQJ�WLPH�UXQV�DQ\ZKHUH�IURP�WZR�WR�ILIWHHQ�
\HDUV�ZLWK�WKH�RGGV�DW�OHDVW�������WKDW�WKH�SURGXFW�ZLOO�EH��LQ�:HVWHUQ�WHUPV��REVROHVFHQW�ZKHQ�LW�ILUVW�DSSHDUV�RQ�WKH�(DVWHUQ�PDUNHW��,Q�
FRPSXWHUV��WKH�WLPH�ODJ�IRU�6RYLHW��QRW�WR�VSHDN�RI�(DVW�(XURSHDQ��ERUURZLQJ�YDULHV�EHWZHHQ�WZR�DQG�WHQ�\HDUV���%XUNV��S������6HH�DOVR�GDWD�
FLWHG�RQ�S������ VXSUD� HVSHFLDOO\�DV�LW�FRQFHUQV�FRPSXWHUV���
�$Q�H[DPSOH�RI�WKH�ODWWHU�UHVXOW�LV�WKH�/\VHQNR�DIIDLU�DQG�LWV�GLVDVWURXV�HIIHFWV�RQ�6RYLHW�ELRORJ\��$Q�H[WUDRUGLQDULO\�YLYLG�DQG�LQIRUPDWLYH�
DFFRXQW�RI�WKH�DIIDLU�LV�SURYLGHG�E\�WKH�6RYLHW�VFLHQWLVW�=��$��0HGYHGHY��7KH�5LVH�DQG�)DOO�RI�7��'��/\VHQNR� 1HZ <RUN��������0HGYHGHY
V�
ERRN�ZDV�ZULWWHQ�LQ�WKH�6RYLHW�8QLRQ��EXW�LWV�SXEOLFDWLRQ�WKHUH�ZDV�QRW�SHUPLWWHG����0RUHRYHU��DV�-HUHP\�$]UDHO�KDV�FRQYLQFLQJO\�DUJXHG�LQ�
KLV0DQDJHULDO�3RZHU�LQ�6RYLHW�3ROLWLFV��&DPEULGJH��0DVV����������LW�PXVW�EH�UHFRJQL]HG�WKDW��RFFXSDWLRQDO�VSHFLDOL]DWLRQ�FDQ�DWWDLQ�D�KLJK�
OHYHO�ZLWKRXW�JLYLQJ�ULVH�WR�VRFLDO�RU�SROLWLFDO�SOXUDOLVP��WKDW�HQJLQHHUV�DQG�PDQDJHUV�FDQ�EH�JRYHUQHG�DW�OHDVW�DV�PXFK�E\�WUDQVIXQFWLRQDO�
LGHRORJLFDO�DQG�SROLWLFDO�FRPPLWPHQWV�DV�E\�WKHLU�
REMHFWLYH
�LQWHUHVWV�DV�LQFXPEHQWV�RI�HFRQRPLF�UROHV��WKDW�WKHVH�LQWHUHVWV�FDQ�EH�ODUJHO\��LI�
QRW�FRPSOHWHO\��VDWLVILHG�ZLWKLQ�WKH�IUDPHZRUN�RI�D�SROLWLFDO�V\VWHP�WKDW�LV�QHLWKHU�GHPRFUDWLF�QRU�WHFKQRFUDWLF��DQG�WKDW�PHQ�ZKR�DUH�
RULHQWHG�WRZDUG�WKH�PD[LPL]DWLRQ�RI�SROLWLFDO�SRZHU�FDQ�VXFFHVVIXOO\�PDLQWDLQ�D�SRVLWLRQ�RI�GRPLQDQFH�RYHU�PHQ�ZKR�DUH�RULHQWHG�WRZDUG�
WKH�RSWLPL]DWLRQ�RI�HFRQRPLF�XWLOLWLHV��DOWKRXJK�WKHLU�GRLQJ�VR�PD\�UHTXLUH�LPSRUWDQW�VDFULILFHV���S��������
�� ,W�LV�LPSRUWDQW�WR�GLIIHUHQWLDWH�KHUH�EHWZHHQ�LQVWUXPHQWDO��RUWKRGR[�GLVVHQW�DQG�IXQGDPHQWDO��XQRUWKRGR[�GLVVHQW��7KH�WZR�DUH�VRPHWLPHV�
FRQIXVHG�E\�RXWVLGH�REVHUYHUV��ZLWK�WKH�UHVXOW�WKDW�LQVWUXPHQWDO�GLVVHQWHUV�DUH�OLRQL]HG�IRU�KDYLQJ�UXQ�QRQH[LVWHQW�ULVNV�DQG�WKH�JRYHUQPHQW
V�
WROHUDQFH�RI�WKHP�LV�LQWHUSUHWHG DV�WKH�VLJQ�RI�D�EDVLF�GHSDUWXUH�IURP�WKH�/HQLQLVW�6WDOLQLVW�WUDGLWLRQ��7KH�FODVVLF�FRQWHPSRUDU\�H[DPSOH�LV�
<HYJHQ\�<HYWXVKHQNR��+LV��GLVVHQW��KDV�EHHQ�SULPDULO\�LQVWUXPHQWDO�LQ�FRQWHQW��LW�KDV�DLPHG�DW�PDNLQJ�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�SROLWLFDO�
V\VWHP�DQG�
VRFLHW\�PRUH�FRPSDWLEOH��ZLWKRXW�DGGUHVVLQJ�LWVHOI�WR�WKH�TXHVWLRQ�ZKHWKHU�LQ�IDFW�WKH�PRUH�EDVLF��LGHRORJLFDO�XQGHUSLQQLQJV�RI�
WKH�V\VWHP�QHHGHG�UHWKLQNLQJ�DQG�UHYLVLRQ��,Q�FRQWUDVW��SUHFLVHO\�EHFDXVH�$OH[DQGHU�6RO]KHQLWV\Q
V�RU�3DVWHUQDN
V�ZRUNV KDYH�KDG�WKH�HIIHFW�
RI�TXHVWLRQLQJ�WKH�KLVWRULFDO�DQWHFHGHQWV�RI�WKH�SROLWLFDO�V\VWHP�PRUH�VHDUFKLQJO\��WKH\�KDYH�EHHQ�REMHFWV�RI�PRUH�DVVHUWLYH�RIILFLDO�
GLVSOHDVXUH�



�������

KDG�SHULVKHG�XQGHU�6WDOLQ��7KRXJK�D�QXPEHU�RI�WKHVH�GLVVHQWHUV�KDYH�EHHQ�WULHG�ERWK�SULYDWHO\�DQG�SXEOLFO\�LQ�
0RVFRZ��DQG��/HQLQJUDG����WKH\��KDYH��QRW��EHHQ��GHWHUUHG��IURP�SURWHVWLQJ��DQG�WKH\�GLG�VR�DJDLQ��DW�JUDYH�
SHUVRQDO�ULVN��IROORZLQJ�WKH�6RYLHW�RFFXSDWLRQ�RI�&]HFKRVORYDNLD��

)RU�WKH�WLPH�EHLQJ�DQG�IRU�VRPH�WLPH�WR�FRPH��WKH�LQWHOOHFWXDO�DQG�RUWKRGR[�GLVVHQWHUV�ZLOO�LQ�DOO�
SUREDELOLW\�UHPDLQ�D�UHODWLYHO\�VPDOO��LVRODWHG�JURXS��/LNH�WKHLU�SUHGHFHVVRUV�LQ�WKH�QLQHWHHQWK�FHQWXU\��DW�WKH�
PRPHQW�WKH\�GR�QRW�DSSHDU�DEOH�WR�DWWUDFW�EURDGHU�SRSXODU�VXSSRUW��7KH�PDMRULW\�RI�WKH�6RYLHW�8QLRQ
V�XUEDQ�
SRSXODWLRQ²RQO\�RQH�JHQHUDWLRQ UHPRYHG�IURP�WKHLU�UXUDO�VHWWLQJ²DUH�FKDUDFWHUL]HG�E\�D�VRFLDO�RUWKRGR[\�
EDVHG�RQ�D�UDWKHU�VLPSOLVWLF�LQWHUQDOL]HG�LGHRORJ\�DQG�E\�D�VHQVH�RI�VDWLVIDFWLRQ�LQ�WKHLU�UHFHQW�VRFLDO�
DGYDQFHPHQW��0RUHRYHU��LQ�LWV�VRFLDO�RULJLQV�DQG�ZD\V�RI�WKLQNLQJ��WKH�SDUW\ LV�FORVHU�WR�WKH�PDVVHV�WKDQ�WKH�
PDVVHV�DUH�WR�WKH�LQWHOOHFWXDOV���

$�YHU\�VSHFLDO�DQG�SDUWLFXODUO\�SHUSOH[LQJ�NLQG�RI�GLVVHQW�LV�SRVHG�E\�LQFUHDVLQJ�UHVWOHVVQHVV�DPRQJ�WKH�
6RYLHW�8QLRQ
V�QRQ�5XVVLDQ�QDWLRQV��7KH�SROLWLFDO�VLJQLILFDQFH�RI�WKLV�SKHQRPHQRQ�KDV�ODUJHO\�EHHQ�LJQRUHG�E\�
$PHULFDQ�VFKRODUV�RI�6RYLHW�DIIDLUV��<HW�DERXW�RQH�KDOI�RI�WKH�WZR�KXQGUHG�DQG�IRUW\�PLOOLRQ�LQKDELWDQWV�RI�WKH�
6RYLHW�8QLRQ�DUH�QRQ�5XVVLDQ��DQG�PDQ\�RI�WKHP�SRVVHVV�D�GLVWLQFWLYH�VHQVH�RI�WKHLU�RZQ�FXOWXUDO�KHULWDJH��WKHLU�
RZQ�ODQJXDJH��WHUULWRU\��DQG�KLVWRU\��7KHLU�LQWHOOLJHQWVLD��DOPRVW�HQWLUHO\�6RYLHW�UHDUHG��WHQGV�WR�EH�LQFUHDVLQJO\�
DVVHUWLYH�WKRXJK�QRW�QHFHVVDULO\�VHFHVVLRQLVW�LQ�DWWLWXGH��,W�LV�EHJLQQLQJ�WR�GHPDQG�D�ODUJHU�VKDUH�LQ�6RYLHW�
GHFLVLRQ�PDNLQJ�DV�ZHOO�DV�D�ELJJHU�SDUW�RI�WKH�HFRQRPLF�SLH��DQG�LW�LV�EHFRPLQJ�LQFUHDVLQJO\�OHHU\�RI�
5XVVLILFDWLRQ��7R�VRPH�H[WHQW�WKLV�5XVVLILFDWLRQ�LV�GHOLEHUDWHO\ IRVWHUHG�E\�0RVFRZ��EXW�LW�LV�DOVR�WKH�QDWXUDO�
UHVXOW�RI�LQGXVWULDOL]DWLRQ�DQG�PRGHUQL]DWLRQ��2IILFLDO�6RYLHW�GLVFXVVLRQV�RI�WKLV�SUREOHP��DV�ZHOO�DV�DWWDFNV�RQ�
WKH�GDQJHUV�RI�ORFDO�QDWLRQDOLVP��LQGLFDWH�WKDW�6RYLHW�OHDGHUVKLS�LV�EHFRPLQJ�DSSUHKHQVLYH��LQGHHG��D�QXPEHU�RI�
QRQ�5XVVLDQ�LQWHOOHFWXDOV�KDYH�EHHQ�WULHG�DQG�VHQWHQFHG�LQ�UHFHQW�\HDUV��)RU�WKH�PRPHQW��WKH�6RYLHW�JRYHUQPHQW�
KDV�VXFFHHGHG�LQ�FRQILQLQJ�QDWLRQDOLVW�WHQGHQFLHV�WR�D�UHODWLYHO\�IHZ�LQWHOOHFWXDOV�ZKLOH�HYLGHQFH�RQ�WKH�DWWLWXGH�
RI�QRQ�5XVVLDQ�SDUW\�FDGUHV�WHQGV�WR�EH�DPELJXRXV��KRZHYHU��WKH�YHU\�VFDOH�RI�WKLV�SUREOHP��DV�ZHOO�DV�WKH�IDFW�
WKDW�QDWLRQDOLVP�WHQGV�WR�EH�LQIHFWLRXV�ZKHWKHU�VXSSUHVVHG�RU�WROHUDWHG��ZRXOG�VXJJHVW�WKDW�LQ�WKH�\HDUV�WR�FRPH�
WKH�6RYLHW�8QLRQ�PLJKW�ZHOO�EH�IDFHG�ZLWK�D�QDWLRQDOLW\�SUREOHP�JUDYHU�LQ�LWV�SROLWLFDO�FRQVHTXHQFHV�WKDQ�WKH�
UDFLDO�SUREOHP�LQ�WKH�8QLWHG�6WDWHV��

7KH�UXPEOLQJV�RI�LGHRORJLFDO�GLVFRQWHQW�ZLWKLQ�WKH�VFLHQWLILF�FRPPXQLW\�KDYH�SUREDEO\�EHHQ�PRUH�
LPPHGLDWHO\�GLVWXUELQJ�WR�WKH�SDUW\��7KH�QRZ�ZHOO�NQRZQ�PDQLIHVWR�E\�WKH�SURPLQHQW�6RYLHW�QXFOHDU�SK\VLFLVW�
$QGUHL�6DNKDURY��ZKLFK�ZDV�SXEOLVKHG�LQ�WKH�:HVW�LQ�PLG����������KDG�DSSDUHQWO\�ILUVW�EHHQ�FLUFXODWHG�DPRQJ�
6RYLHW�VFLHQWLVWV�DQG�WKHQ�UHYLVHG�E\�WKH�DXWKRU�LQ�WKH�OLJKW�RI�FRPPHQWV��7KH�IDFW�WKDW�VXEVHTXHQW�6RYLHW�
UHVSRQVHV�WR�6DNKDURY�WRRN�DQ�LQGLUHFW�IRUP��QHYHU�PHQWLRQLQJ�KLP�E\�QDPH��DQG�WKDW�KH�ZDV�QRW�GHQRXQFHG�E\�
WKH�XVXDO�GHYLFH�RI�D�SXEOLF�VWDWHPHQW�RI�FRQGHPQDWLRQ�VLJQHG�E\�KLV�FROOHDJXHV��VHHPV�WR�LQGLFDWH�WKDW�WKH�
JRYHUQPHQW�WKRXJKW�LW�SUHIHUDEOH�WR�DYRLG�GLUHFW�FRQIURQWDWLRQ�DQG�SXEOLF�GLVFXVVLRQ��

7KLV�GRFXPHQW�LV�UHPDUNDEOH�LQ�WKDW�LW�QRW�RQO\�FKDOOHQJHV�WKH�ULJKW�RI�LGHRORJLFDO�RUWKRGR[\�WR�FRQWLQXH�
EXW�DOVR�DWWHPSWV�WR�RIIHU�DQ�DOWHUQDWLYH�YLVLRQ�RI�WKH�IXWXUH��,Q�VR�GRLQJ��LW�H[SRVHV�6RYLHW�UHDOLW\�WR�D�VFDWKLQJ�
FULWLTXH��6DNKDURY
V�SULQFLSDO�XQGHUO\LQJ�DVVXPSWLRQ�LV�ZHOO�VXPPDUL]HG�E\�KLV�DVVHUWLRQ�WKDW��DQ\�SUHDFKLQJ�RI�
WKH�LQFRPSDWLELOLW\�RI�ZRUOG�LGHRORJLHV�DQG�QDWLRQV�LV�D�PDGQHVV�DQG�D�FULPH���+H�FDWHJRULFDOO\�UHMHFWV�DQ\�
UHVWUDLQW�ZKDWVRHYHU�RQ�LQWHOOHFWXDO�IUHHGRP�DQG�FRQGHPQV��WKH�RVVLILHG�GRJPDWLVP�RI�D�EXUHDXFUDWLF�ROLJDUFK\�
DQG�LWV�IDYRULWH�ZHDSRQ� LGHRORJLFDO�FHQVRUVKLS���,Q�UHMHFWLQJ�LQWHOOHFWXDO�VXERUGLQDWLRQ�WR�WKH�ZLOO�RI��WKH�SDUW\
V�
FHQWUDO�DSSDUDWXV�DQG�LWV�RIILFLDOV���KH�DOVR�DVNV���:KR�ZLOO�JXDUDQWHH�WKDW�WKHVH�RIILFLDOV�DOZD\V�H[SUHVV�WKH�
JHQXLQH�LQWHUHVWV�RI�WKH�ZRUNLQJ�FODVV�DV�D�ZKROH�DQG�WKH�JHQXLQH�LQWHUHVWV�RI�SURJUHVV�UDWKHU�WKDQ�WKHLU�RZQ�FDVWH�
LQWHUHVWV"����

+LV�WKHVLV�LV�WKDW�RXU�DJH�UHTXLUHV�DQG�FRPSHOV�LQFUHDVLQJ�LQWHUQDWLRQDO�FRRSHUDWLRQ²ERWK�WR�DYRLG�D�
QXFOHDU�ZDU�DQG�WR�RYHUFRPH�WKH�GDQJHUV�WR�PDQNLQG�SRVHG�E\�KXQJHU��RYHUSRSXODWLRQ��DQG�SROOXWLRQ²DQG�WKDW�
WKLV�FRRSHUDWLRQ�ZLOO�HYHQWXDOO\�FRPH�IURP�WKH�LQFUHDVLQJ�FRQYHUJHQFH�RI�WKH�FXUUHQWO\�GLVWLQFWLYH�SROLWLFDO�DQG�
VRFLDO�V\VWHPV��,Q�WKLV�FRQQHFWLRQ��KH�VSHFLILFDOO\�DVVHUWV�WKDW��JLYHQ�WKH�SURGXFWLYH�HQHUJLHV�RI�WKH�$PHULFDQ�
HFRQRP\��D�UHYROXWLRQ�LQ�WKH�8QLWHG�6WDWHV²LQ�FRQWUDVW�WR�D�VLPLODU�XSKHDYDO�LQ�WKH�7KLUG�:RUOG²ZRXOG�QRW�EH�

��)RU�DOO�LWV�PRGHUQL]DWLRQ��WKH�6RYLHW�8QLRQ�VWLOO�FRQWDLQV�D�YHU\�PDVVLYH�
GDUN
�SRSXODWLRQ�DVSLULQJ�WR�ERXUJHRLV�DPHQLWLHV�RQ�WKH�RQH�KDQG��
\HW�LPPHUVHG�LQ�VRFLDOLVW�UKHWRULF�RQ�WKH�RWKHU��$QG�ZLWKLQ�WKLV�SRSXODWLRQ�WKHUH�LV�D�VWURQJ�HOHPHQW�RI�
JUXGJH
²FUXGH��SULPLWLYH��RIWHQ�DOO�
WRR�ZHOO�IRXQGHG��D�NLQG�RI�OHJHQGDU\�IRUFH�LQ�LWV�RZQ�ULJKW²ZKLFK�YLHZV�DOO�SULYLOHJH�DV�FRUUXSWLRQ��DQG�ZKLFK�LV�GLUHFWHG�HTXDOO\�DJDLQVW�
WKH�SROLWLFDO�DQG�PDQDJHULDO�HOLWH�RI�WKH�SDUW\�DQG�DJDLQVW�WKH�LQWHOOLJHQWVLD��+HUH��KRZHYHU��WKH�LQWHOOLJHQWVLD�LV�DW�D�GLVDGYDQWDJH��IRU�LW�VWLOO�
FDUULHV�WKH�WUDGLWLRQDO�EXUGHQ�RI�JXLOW�WRZDUG�WKH�SHRSOH��DQG�WKH�OLQHV�RI�PDQLSXODWLRQ�DUH�LQ�WKH�KDQGV�RI�WKH�SDUW\���6LGQH\�0RQDV��
�(QJLQHHUV�RU�0DUW\UV��'LVVHQW�DQG�WKH�,QWHOOLJHQWVLD���3UREOHPV�RI�&RPPXQLVP� 6HSWHPEHU�2FWREHU�������S������
�� ,Q�FULWLFL]LQJ�WKH�SHUVLVWLQJ�EDFNZDUGQHVV�RI�6RYLHW�VRFLHW\��D�FRQGLWLRQ�ZKLFK�WKH�RIILFLDOO\�LG\OOLF�YLHZ�KDV�LJQRUHG��6DNKDURY�UHYHDOV�WKH�
H[WUDRUGLQDU\�IDFW�WKDW�VRPH����SHU�FHQW�RI�WKH�SRSXODWLRQ��RU�DSSUR[LPDWHO\�����PLOOLRQ�6RYLHW�FLWL]HQV��OLYH�LQ�XQGHUSULYLOHJHG�FRQGLWLRQV��
+H FRPSDUHV�WKLV�WR�WKH�8QLWHG�6WDWHV�ZKHUH��DERXW����SHU�FHQW�RI�WKH�SRSXODWLRQ�LV�RQ�WKH�YHUJH�RI�SRYHUW\��2Q�WKH�RWKHU�KDQG��WKH���SHU�FHQW�
RI�WKH�6RYLHW�SRSXODWLRQ�WKDW�EHORQJV�WR�WKH�PDQDJHULDO�JURXS�LV�DV�SULYLOHJHG�DV�LWV�FRXQWHUSDUW�LQ�WKH�8QLWHG�6WDWHV���LPSO\LQJ�D�FRQGLWLRQ�RI�
FRQVLGHUDEOH�VRFLDO�LQHTXDOLW\�LQ�WKH�6RYLHW�8QLRQ��
6DNKDURY
V�REVHUYDWLRQ�LV�LPSRUWDQW�EHFDXVH�WKH�DWWDLQPHQW�RI�VRFLDO�HTXDOLW\�KDV�ORQJ�EHHQ�D�PDMRU�6RYLHW�FODLP��,Q�IDFW��6RYLHW�VWDWLVWLFV�
DQG��PRUH�UHFHQWO\��VRFLRORJLFDO�VWXGLHV�FRQILUP�WKH�IDFW�WKDW�LQ�KLJKHU�HGXFDWLRQ�WKH�FKLOGUHQ�RI�ZKLWH�FROODU�RIILFLDOV�KDYH�FRQVLGHUDEO\�
JUHDWHU�RSSRUWXQLWLHV�WKDQ�GR�WKRVH�RI�ZRUNHUV�RU�RI�FROOHFWLYH�IDUPHUV��)RU�H[DPSOH��LQ�WKH�ODWH�����V�����SHU�FHQW�RI�0RVFRZ�8QLYHUVLW\�
VWXGHQWV�ZHUH�FKLOGUHQ�RI�RIILFLDOV�����SHU�FHQW�DQG���SHU�FHQW�ZHUH��UHVSHFWLYHO\��WKH�FKLOGUHQ�RI�ZRUNHUV�DQG�RI�FROOHFWLYH�IDUPHUV��'XULQJ�
WKLV�SHULRG�WKH�SRSXODWLRQ�GLVWULEXWLRQ�ZDV�DSSUR[LPDWHO\����SHU�FHQW�����SHU�FHQW��DQG����SHU�FHQW��UHVSHFWLYHO\��VHH�WKH�FROOHFWLYH�YROXPH�
.XOWXUQDLD�5HYROLXWVLD��0RVFRZ��������S��������&RQVLGHUDEOH�GLVSURSRUWLRQ�DOVR�H[LVWV�LQ�OHYHOV�RI�UHPXQHUDWLRQ��ZLWK�WKH�6RYLHW�PLQLPXP�
ZDJH�IL[HG�DV�RI������DW�DSSUR[LPDWHO\�����SHU�PRQWK�
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DGYDQWDJHRXV�WR�WKH�ZRUNHUV��+LV�ORQJ�UDQJH�YLVLRQ�IRU�WKH�HPDLQGHU�RI�WKH�FHQWXU\�LQYROYHV�D�IRXU�VWDJH�
GHYHORSPHQW��,Q�WKH�ILUVW�VWDJH�WKH�FRPPXQLVW�FRXQWULHV��DQG QRWDEO\�WKH�6RYLHW�8QLRQ��ZLOO�EHFRPH�PRUH�
GHPRFUDWLF��RYHUFRPLQJ�WKH�6WDOLQLVW�OHJDF\�RI�VLQJOH�SDUW\ GLFWDWRUVKLS��WKH�VHFRQG�VWDJH�ZLOO�VHH�WKH�
WUDQVIRUPDWLRQ�RI�WKH�8QLWHG�6WDWHV�DQG�RWKHU��FDSLWDOLVW��FRXQWULHV�E\�UHIRUPHUV ZKR�ZLOO�HIIHFW�LQWHUQDO�FKDQJHV�
DQG�DGRSW�D�SROLF\�RI�SHDFHIXO�FRH[LVWHQFH��WKH�WKLUG�VWDJH�ZLOO�LQYROYH�D�PDVVLYH�6RYLHW�$PHULFDQ�HIIRUW�WR�FRSH�
ZLWK�WKH�SUREOHPV�RI�WKH�7KLUG�:RUOG�DQG�WR�SURPRWH�GLVDUPDPHQW��WKH�IRXUWK�VWDJH�ZLOO�VHH�WKH�UHPDLQLQJ�
JOREDO�SUREOHPV�DWWDFNHG�RQ�WKH�EDVLV�RI�EURDG�LQWHUQDWLRQDO�FRRSHUDWLRQ��6DNKDURY
V�YLHZV��HYHQ�LI�VRPHZKDW�
8WRSLDQ��DUH�QRWHZRUWK\�EHFDXVH�WKH\�UHYHDO�KRZ�WKH�ZRUOG�YLHZ�RI�VRPH�LQ�WKH�QHZ�6RYLHW�LQWHOOHFWXDO��
VFLHQWLILF�HOLWH�FRQWUDVWV�ZLWK�WKH�RIILFLDO�SHUVSHFWLYH��7KHLU�LPSRUWDQFH��KRZHYHU��VKRXOG�QRW�EH�H[DJJHUDWHG��+LV�
DUJXPHQW�LV�VLPSO\�LQDFFHVVLEOH�QRW�RQO\�WR�WKH�RYHUZKHOPLQJ�PDMRULW\�RI�OLWHUDWH�6RYLHW�SHRSOH�EXW�DOVR�WR�WKH�
PDMRULW\�RI�6RYLHW�LQWHOOHFWXDOV��,W�PD\�EH�DVVXPHG�WKDW�ZKHUH�WKHUH�DUH ODUJH�FRQFHQWUDWLRQV�RI�LQWHOOHFWXDOV�
�0RVFRZ��/HQLQJUDG��.LHY��$NDGHP�JRURGRN��2EQLQVN���XQRUWKRGR[�YLHZSRLQWV�FLUFXODWH�VRPHZKDW�PRUH�
ZLGHO\��EXW�HYHQ�WKHUH�PXFK�GHSHQGV�RQ�WKH�GHJUHH�WR�ZKLFK�DW�DQ\�SDUWLFXODU�PRPHQW�WKH�JRYHUQPHQW�LV�
SUHSDUHG�WR�DSSO\ DGPLQLVWUDWLYH�SUHVVXUH�LQ�RUGHU�WR�HQIRUFH�DW�OHDVW�IRUPDO�RUWKRGR[\��*LYHQ�WKH�SDUW\
V�
PRQRSRO\�RI�FRPPXQLFDWLRQV��WKH�H[WHQVLYH�HIIRUWV�WR�LQFXOFDWH�WKH�RIILFLDO�LGHRORJ\��DQG�WKH�JURZLQJ�HPSKDVLV�
RQ�QDWLRQDOLVP��WKH�JRYHUQPHQW
V�YLHZ�RI�WKH�ZRUOG�DQG�RI�6RYLHW�VRFLHW\�LV�VWLOO�WKH�EDVLF�VRXUFH�RI�LQIRUPDWLRQ�
DQG�LQWHUSUHWDWLRQ�IRU�PRVW�6RYLHW�FLWL]HQV��

$OWHUQDWLYH�3DWKV�
,W�LV�LQ�WKH�OLJKW�RI�WKH�IRUHJRLQJ�FRQVLGHUDWLRQV�WKDW�SRVVLEOH�DOWHUQDWLYH�SDWKV�RI�6RYLHW�SROLWLFDO�

GHYHORSPHQW�VKRXOG�EH�HYDOXDWHG��)RU�DQDO\WLFDO�SXUSRVHV��WKHVH�KDYH�WR�EH�UHGXFHG�WR�D�PDQDJHDEOH�QXPEHU�
DQG��DFFRUGLQJO\��WKH�GLVFXVVLRQ�WKDW�IROORZV�ZLOO�FRQFHQWUDWH�RQ�ILYH�UDWKHU�EURDGO\�FRQFHLYHG�YDULDQWV��ZLWK�
DWWHQWLRQ�IRFXVHG�RQ�WKH�UROH�RI�LGHRORJ\�DQG�WKH�SDUW\��7KH�ILYH�GHYHORSPHQWDO�YDULDQWV�FDQ�EH�FDSVXOHG�DV�����
ROLJDUFKLF�SHWULIDFWLRQ������SOXUDOLVW�HYROXWLRQ� ��� WHFKQRORJLFDO�DGDSWDWLRQ������PLOLWDQW�IXQGDPHQWDOLVP� DQG�����
SROLWLFDO�GLVLQWHJUDWLRQ��

2OLJDUFKLF�SHWULIDFWLRQ�ZRXOG�LQYROYH�WKH�PDLQWHQDQFH�RI�WKH�GRPLQDQW UROH�RI�WKH�SDUW\�DQG�WKH�
UHWHQWLRQ�RI�WKH�HVVHQWLDOO\�GRJPDWLF�FKDUDFWHU�RI�WKH�LGHRORJ\��,Q�HIIHFW��PRUH�RI�WKH�VDPH��1HLWKHU�WKH�SDUW\�QRU�
WKH�LGHRORJ\�ZRXOG�EH�LQ�D�SDUWLFXODUO\�UHYROXWLRQDU\�UHODWLRQVKLS�WR�VRFLHW\��LQVWHDG��WKH�PDLQ�WKUXVW�RI�WKH�
UHODWLRQVKLS�ZRXOG�EH�IRU�WKH�SDUW\�WR�UHWDLQ�SROLWLFDO�FRQWURO�RYHU�VRFLHW\�ZLWKRXW�DWWHPSWLQJ�WR�LPSRVH�PDMRU�
LQQRYDWLRQV��6WURQJ�HPSKDVLV�ZRXOG�EH�SODFHG�RQ�LGHRORJLFDO�LQGRFWULQDWLRQ�DQG�WKH�FRQILQHPHQW�RI�LGHRORJLFDO�
GHYLDWLRQV��3ROLWLFDO�OHDGHUVKLS�FRXOG�UHPDLQ�FROOHFWLYH��IRU�WKH�DEVHQFH�RI�GHOLEHUDWHO\�LPSRVHG�FKDQJH�ZRXOG�
QRW�UHTXLUH�PDMRU�FKRLFHV��7KH�GRPHVWLF�UHVXOW�ZRXOG�EH�UXOH�E\�DQ�RVVLILHG�EXUHDXFUDF\�WKDW�ZRXOG�SXUVXH�D�
FRQVHUYDWLYH�SROLF\�PDVNHG�E\�UHYROXWLRQDU\�VORJDQV��

3OXUDOLVW�HYROXWLRQ�ZRXOG�LQYROYH�WKH�WUDQVIRUPDWLRQ�RI�WKH�SDUW\�LQWR�D�OHVV�PRQROLWKLF�ERG\��VRPHZKDW�
OLNH�WKH�<XJRVODY�SDUW\��DQG�WKH�LGHRORJLFDO�HURVLRQ�RI�WKH�GRJPDWLF�/HQLQLVW�6WDOLQLVW�WUDGLWLRQ��7KH�SDUW\�ZRXOG�
EHFRPH�PRUH�ZLOOLQJ�WR�WROHUDWH�ZLWKLQ�LWV�RZQ�UDQNV�DQ�RSHQ�LGHRORJLFDO�GLDORJXH��HYHQ�IHUPHQW��DQG�LW�ZRXOG�
FHDVH�WR�YLHZ�LWV�RZQ�GRFWULQDO�SURQRXQFHPHQWV�DV�LQIDOOLEOH��,WV�UROH�ZRXOG�EH�PRUH�WKDW�RI�D�PRUDO�LGHRORJLFDO�
VWLPXODQW�WKDQ�WKDW�RI�D�UXOHU��WKH�VWDWH�DV�ZHOO�DV�VRFLHW\�LWVHOI�ZRXOG�EHFRPH�WKH�PRUH LPSRUWDQW�VRXUFH�RI�
LQQRYDWLRQ�DQG�FKDQJH��%HFDXVH�VR�PXFK�RI�WKH�SDUW\
V�KLVWRU\�KDV�EHHQ�FRQWUDU\�WR�WKH�DERYH�SDWWHUQ��LQ�DGGLWLRQ�
WR�VXVWDLQHG�VRFLDO�SUHVVXUH�IURP�NH\�HFRQRPLF�DQG�LQWHOOHFWXDO�JURXSV��HLWKHU�D�EDVLF�VSOLW�LQ�SDUW\�OHDGHUVKLS��RU��
SDUDGR[LFDOO\��D�VWURQJ�OHDGHU��OLNH�7LWR��ZRXOG�EH�QHFHVVDU\�WR�FRQGLWLRQ�SDUW\�RIILFLDOGRP�LQWR�DFFHSWDQFH�RI�
VXFK�SROLWLFDO�DQG�LGHRORJLFDO�SOXUDOLVP��

7HFKQRORJLFDO�DGDSWDWLRQ�ZRXOG�LQYROYH�WKH�WUDQVIRUPDWLRQ�RI�WKH�EXUHDXFUDWLF�GRJPDWLF�SDUW\�LQWR�D�
SDUW\�RI�WHFKQRFUDWV��3ULPDU\�HPSKDVLV�ZRXOG�EH�RQ�VFLHQWLILF�H[SHUWLVH��HIILFLHQF\��DQG�GLVFLSOLQH��$V�KDV�
DOUHDG\�KDSSHQHG�LQ�8OEULFKW
V�(DVW�*HUPDQ\��WKH�SDUW\�ZRXOG�EH�FRPSRVHG�RI�VFLHQWLILF�H[SHUWV��WUDLQHG�LQ�WKH�
ODWHVW�WHFKQLTXHV��FDSDEOH�RI�UHO\LQJ�RQ�F\EHUQHWLFV�DQG�FRPSXWHUV�IRU�VRFLDO�FRQWURO��DQG�ORRNLQJ�WR�VFLHQWLILF�
LQQRYDWLRQ�IRU�WKH�SUHVHUYDWLRQ�RI�6RYLHW�VHFXULW\�DQG�LQGXVWULDO�JURZWK���1DWLRQDOLVP�ZRXOG�UHSODFH�LGHRORJLFDO�
GRJPDV�DV�WKH�EDVLF�LQWHJUDWLYH�SULQFLSOH�OLQNLQJ�VRFLHW\�DQG�WKH�VWDWH��7KH�\RXQJHU��PRUH�WHFKQRORJLFDOO\�
RULHQWHG�OHDGHUV�RI�WKH�PLOLWDU\�HVWDEOLVKPHQW�ZRXOG��LQ�DOO�SUREDELOLW\��IDYRXU�WKLV�SDWWHUQ��3ROLWLFDO�OHDGHUVKLS��DV�
LQ�WKH�ILUVW�YDULDQW��FRXOG�UHPDLQ�FROOHFWLYH��WKRXJK�LW�ZRXOG�SUREDEO\�LQYROYH�D�ZLGHU�FRDOLWLRQ�RI�SDUW\�VWDWH��
PLOLWDU\�HFRQRPLF�OHDGHUV��

0LOLWDQW�IXQGDPHQWDOLVP ZRXOG�LQYROYH�D�UHYLYDOLVW�HIIRUW�WR�UHNLQGOH�LGHRORJLFDO�IDYRXU��ZKLFK�ZRXOG�
LQ�WXUQ�UHTXLUH�D�PRUH�UHYROXWLRQDU\�UHODWLRQVKLS�EHWZHHQ�WKH�SROLWLFDO�V\VWHP�DQG�VRFLHW\��7KH�QRWLRQ�RI�
SURJUHVVLRQ�WRZDUG�FRPPXQLVP�ZRXOG�KDYH�WR�EH�JLYHQ�QHZ�SURJUDPPDWLF�FRQWHQW��DQG�KHQFH�SROLWLFDOO\�
LQGXFHG�VRFLDO�FKDQJHV�ZRXOG�EH�QHFHVVDU\��,Q�DOO�SUREDELOLW\��WKLV�GHYHORSPHQW�ZRXOG�QHFHVVLWDWH�WKH�
DSSOLFDWLRQ�RI�IRUFH�WR�RYHUFRPH�ERWK�DFWXDO�UHVLVWDQFH�DQG�VKHHU�VRFLDO�LQHUWLD��(YHQ�LI�LW�IHOO�VKRUW�RI�6WDOLQLVW�
PHWKRGV��WKH�HIIRUW�WR�VKDNH�XS�WKH�6RYLHW�V\VWHP
V�ULJLGO\�EXUHDXFUDWL]HG�VWUXFWXUH�ZRXOG�UHTXLUH�KLJKO\�
FHQWUDOL]HG�OHDGHUVKLS��LGHRORJLFDO�PLOLWDQF\��SHUKDSV�D�PRUH�KRVWLOH�DWWLWXGH�WRZDUG�WKH�RXWVLGH�ZRUOG��DQG�
VRPHWKLQJ�DORQJ�WKH�OLQHV�RI�0DR�7VH�WXQJ
V��&XOWXUDO�5HYROXWLRQ���

3ROLWLFDO�GLVLQWHJUDWLRQ ZRXOG�LQYROYH�LQWHUQDO�SDUDO\VLV�LQ�WKH�UXOLQJ�HOLWH��WKH�ULVLQJ�VHOI�DVVHUWLYHQHVV�
RI�YDULRXV�NH\�JURXSV�ZLWKLQ�LW��VSOLWV�LQ�WKH�DUPHG�IRUFHV��UHVWLYHQHVV�DPRQJ�WKH�\RXQJ�SHRSOH�DQG�WKH�
LQWHOOHFWXDOV��DQG�RSHQ�GLVDIIHFWLRQ�DPRQJ�WKH�QRQ�5XVVLDQ�QDWLRQDOLWLHV��,Q�WKH�ZDNH�RI�WKH�LQWHQVLI\LQJ
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FRQWUDGLFWLRQ�EHWZHHQ�WKH�SROLWLFDO�V\VWHP�DQG�VRFLHW\��WKH�FULVLV�WKDW�FRXOG�DULVH�ZRXOG�EH�PDGH�PRUH�DFXWH�E\�
DQ�LQDGHTXDWH�HFRQRPLF�JURZWK�LQFDSDEOH�RI�VDWLVI\LQJ�SRSXODU�GHPDQGV��7KH�SHWULILHG�LGHRORJ\²�QR�ORQJHU�
WDNHQ�VHULRXVO\�E\�WKH�HOLWH²ZRXOG�EH�LQFDSDEOH�RI�SURYLGLQJ�WKH�V\VWHP�ZLWK�D�FRKHUHQW�VHW�RI�YDOXHV�IRU�
FRQFHUWHG�DFWLRQ��

/RRNLQJ�DSSUR[LPDWHO\�D�GHFDGH�DKHDG�DQG�XVLQJ�DV�D�JXLGH�WKH�SUHVHQW�GLVWULEXWLRQ�RI�SRZHU�LQ�6RYLHW�
VRFLHW\��LW�ZRXOG�DSSHDU�IURP�WKH�QDWXUH�RI�WKH�PRUH�LPPHGLDWH�SROLWLFDO�HFRQRPLF SUREOHPV�IDFLQJ�6RYLHW�
OHDGHUVKLS�DQG�IURP�WKH�JHQHUDO�SDWWHUQ�RI�FRQWHPSRUDU\�6RYLHW�VRFLDO�GHYHORSPHQW�WKDW�WKH�6RYLHW�OHDGHUVKLS�
ZLOO�VHHN�WR�VWULNH�D�EDODQFH�EHWZHHQ�WKH�ILUVW�DQG�WKH�WKLUG�YDULDQWV��7KH�FRPELQDWLRQ�FRPHV�FORVHVW�WR�VDWLVI\LQJ�
HOLWH�LQWHUHVWV��WKH�LPSHUDWLYHV�RI�VRFLDO�RUWKRGR[\��DQG�WKH�QHHGV�RI�WKH�6RYLHW�8QLRQ�DV�D�JOREDO�ULYDO�RI�WKH�
8QLWHG�6WDWHV��

,Q�WKH�VKRUW�UXQ��GHYHORSPHQW�WRZDUG�D�SOXUDOLVW��LGHRORJLFDOO\�PRUH�WROHUDQW�V\VWHP�GRHV�QRW�VHHP�
OLNHO\��7KH�\HDUV�����������KDYH�HYHQ�VHHQ�PRYHPHQW�LQ�WKH�RSSRVLWH�GLUHFWLRQ��7KH�SROLWLFDO�V\VWHP�LV�QRW�LQ�
WKH�QHDU�IXWXUH�OLNHO\�WR�HOHYDWH�WR�OHDGHUVKLS�D�PDQ�ZLWK�WKH�ZLOO�DQG�WKH�SRZHU�WR�GHPRFUDWL]H�6RYLHW�VRFLHW\��
DQG�WKDW�VRFLHW\�ODFNV�WKH�FRKHVLRQ�DQG�WKH�JURXS�SUHVVXUHV�QHFHVVDU\�WR�HIIHFW�GHPRFUDWL]DWLRQ�IURP�EHORZ��$V�
WKH�H[SHULHQFH�RI�&]HFKRVORYDNLD�KDV�VKRZQ��GHPRFUDWL]DWLRQ�IURP�EHORZ�PXVW�EH�DQ�RUJDQLF�SURFHVV�WKDW�OLQNV�
WKH�LQWHOOHFWXDOV��WKH�ZRUNHUV��DQG�WKH�VWXGHQWV�ZLWK�VRPH�VHJPHQWV�RI�WKH�OHDGHUVKLS�LQ�D�GHOLEHUDWH�HIIRUW�WR�
UHIRUP�WKH�SROLWLFDO�VWUXFWXUH�DV�ZHOO�DV�WKH�HFRQRPLF�VWUXFWXUH��0RUHRYHU��VXFK�D�SURFHVV�PXVW�HLWKHU�GUDZ�RQ�D�
GHPRFUDWLF�WUDGLWLRQ��DV�ZDV�WKH�FDVH�LQ�&]HFKRVORYDNLD��RU�FUHDWH�RQH�E\�DFFHSWLQJ�WKH�SULRULW\�RI�OHJDO�QRUPV�
RYHU�SROLWLFDO�H[SHGLHQF\��)RU�6RYLHW�FRPPXQLVP�WKLV�ZRXOG�EH�WDQWDPRXQW WR�D�QHZ�FRQFHSW�RI�SROLWLFV���
)XUWKHUPRUH��WKH�6RYLHW�SUREOHP�ZLWK�QRQ�5XVVLDQ�QDWLRQDOLWLHV�LQKLELWV�GHPRFUDWL]DWLRQ��WKH�*UHDW�5XVVLDQ�
PDMRULW\�ZRXOG�LQHYLWDEO\�IHDU�WKDW�GHPRFUDWL]DWLRQ�PLJKW�VWLPXODWH�WKH�GHVLUH�RI�WKH�QRQ�5XVVLDQ�SHRSOHV�ILUVW�
IRU�PRUH�DXWRQRP\�DQG�WKHQ�IRU�LQGHSHQGHQFH��*LYHQ�WKH�WKUXVW�RI�6RYLHW�VRFLDO�GHYHORSPHQW�DQG�WKH�LQWHUHVWV�RI�
WKH�SUHVHQW�UXOLQJ�HOLWH��LW�LV�XQOLNHO\�WKDW�DQ�HIIHFWLYH�GHPRFUDWL]LQJ�FRDOLWLRQ�FRXOG�HPHUJH�GXULQJ�WKH�����V��
0LOLWDQW�IXQGDPHQWDOLVP�XQGHU�D�RQH�PDQ�GLFWDWRUVKLS��WKRXJK�SHUKDSV�VRPHZKDW�PRUH�SUREDEOH�LQ�WKH�VKRUW�UXQ�
WKDQ�D�SOXUDOLVW�HYROXWLRQ��DOVR�ZRXOG�KDYH�WR�RYHUFRPH�HQRUPRXV�LQHUWLD�DQG�WKH�FROOHFWLYH�VWDNH�RI�WKH�SDUW\�
ROLJDUFKV�LQ�SUHYHQWLQJ�WKH�UHDSSHDUDQFH�RI�RQH�PDQ�UXOH��3UHVVXUHV�WRZDUG�VXFK�D�UXOH�FRXOG�GHYHORS�LQ�WKH�IDFH�
RI�GRPHVWLF�XSKHDYDO�RU�D�PDMRU�IRUHLJQ�WKUHDW��EXW�D�WDOHQWHG�DQG�HIIHFWLYH�SROLWLFDO�OHDGHU�ZRXOG�KDYH�WR�EH�
DYDLODEOH��7KH�SUHVHQW�6RYLHW�EXUHDXFUDF\�LV�FRQVWLWXWHG�LQ�VXFK�D�ZD\�DV�WR�ZHHG�RXW�DQG�VQXII�RXW�LQGLYLGXDO�
WDOHQW��LW�LV�QR�ORQJHU�D UHYROXWLRQDU\�SDUW\�LQ�ZKLFK�LQGLYLGXDO�FRXUDJH�DQG�UHVRXUFHIXOQHVV�PDNH�IRU�
DGYDQFHPHQW��

1RQHWKHOHVV��WKH�IXQGDPHQWDOLVW�DOWHUQDWLYH�VKRXOG�QRW�EH�GLVPLVVHG�RXW�RI�KDQG��HVSHFLDOO\�LI�LW�
EHFRPHV�WKH�RQO\�DOWHUQDWLYH�WR�SROLWLFDO�GLVLQWHJUDWLRQ�UHVXOWLQJ IURP�WKH�SHWULIDFWLRQ�RI�WKH�V\VWHP�DV�D�ZKROH��
3URWUDFWHG�LQWHUQDO�GHFD\�DV�D�UHVXOW�RI�WKH�OHDGHUVKLS
V�LQDELOLW\�WR�FRPH�WR�JULSV�ZLWK�FXUUHQW�SUREOHPV��
FRQWLQXHG�IDLOXUH�WR�FDWFK�XS�ZLWK�WKH�8QLWHG�6WDWHV�LQ�WKH�VFLHQWLILF�FRPSHWLWLRQ��DQG�LQWHUQDO�WKUHDWV�WR�QDWLRQDO�
XQLW\�FRXOG�LQ�D�FRQWH[W�RI�LQFUHDVLQJ�LGHRORJLFDO�LQGLIIHUHQFH�FRPELQH�ZLWK�DQ�LQWHUQDWLRQDO�VHFXULW\�WKUHDW�WR�
VSDUN�D�IXQGDPHQWDOLVW�VSDVP�IURP�D�VHFWLRQ�RI�WKH�HOLWH��6XFK�VSDVPV�DUH�FKDUDFWHULVWLF�RI�SROLWLFDO�IDLWKV�LQ�WKHLU�
GHFOLQH��

7KH�DOWHUQDWLYHV�RI�IXQGDPHQWDOLVP�RU�RI�GLVLQWHJUDWLRQ�FRXOG�EH�SUHFLSLWDWHG�E\�D�6LQR�6RYLHW�ZDU��
6XFK�D�ZDU�ZRXOG�LQHYLWDEO\�LPSRVH�PDMRU�VWUDLQV�RQ�WKH�6RYLHW�V\VWHP��(YHQ�LI�ZRQ�UDSLGO\�E\�WKH�6RYLHW�VLGH��
LW�ZRXOG�HQWDLO�PDMRU�HFRQRPLF�FRVWV�DQG�FRXOG�HYHQ�LQYROYH�OHQJWK\�SRVWZDU�FRXQWHU�JXHUULOOD�DFWLYLWLHV��$�SUR��
WUDFWHG�ZDU�ZRXOG�FRQVWLWXWH�LWVHOI�D�GLUHFW�GHIHDW�IRU�WKH�6RYLHW�UHJLPH��DQG�LW�LV�DOPRVW�FHUWDLQ�WKDW�WKH�UHJLPH�
ZRXOG�EH�WRSSOHG�IURP�SRZHU�E\�GLVVDWLVILHG�HOHPHQWV�LQ�WKH�UXOLQJ�FLUFOHV��:KDWHYHU�LWV�RXWFRPH��D�ZDU�RI�WKLV�
PDJQLWXGH�ZRXOG�EH�FHUWDLQ�WR�WULJJHU�KLJKO\�PLOLWDQW�DQG�YRODWLOH�IHHOLQJV�ZLWKLQ�WKH�6RYLHW�8QLRQ��FUHDWLQJ�
SUHVVXUHV�RQ�EHKDOI�RI�RQH�PDQ�UXOH�RU�VLPSO\�SXOOLQJ�WKH�UHJLPH�DSDUW��

*LYHQ�WKH�FRQGLWLRQV�SUHYDLOLQJ LQ�WKH�HDUO\�����V��ROLJDUFKLF SHWULIDFWLRQ�ZRXOG�EH�WKH�SUREDEOH�
FRQVHTXHQFH�RI�FRQWLQXHG�UXOH�E\�WKH�SUHVHQW�PDMRULW\�RI�WKH�DJLQJ�XSSHU�SDUW\�EXUHDXFUDF\��WKH�DYHUDJH�DJH�RI�
&HQWUDO�&RPPLWWHH�PHPEHUV�ZDV�RYHU�VL[W\�LQ�������PDNLQJ�WKHP�SUREDEO\�WKH�ROGHVW�SROLWLFDO�OHDGHUV�LQ�WKH�
ZRUOG��H[FHSW�IRU�WKRVH�RI�WKH�9DWLFDQ�DQG�0DR�DQG�KLV�DVVRFLDWHV����RI�WKH�ROG�WLPH�DUP\�PDUVKDOV��VRPH�RI�
ZKRP�KDYH�PRUH�SDUW\�VHQLRULW\�WKDQ�WKH�WRS�SROLWLFDO�UXOHUV���DQG�RI�WKH�SDUW\�LGHRORJXHV�7KLV�FRDOLWLRQ�
UHSUHVHQWV�QRW�RQO\�WKH�SROLWLFDO�EXW�DOVR�WKH�WRS�VRFLDO�HOLWH�RI�WKH�6RYLHW�8QLRQ��LQ�WKH�VHQVH�WKDW�LWV�SRZHU�JLYHV�
LW�SUHURJDWLYHV�HTXLYDOHQW�WR�WKRVH�DVVRFLDWHG�XQGHU�FDSLWDOLVP�ZLWK�ZHDOWK��OX[XU\��FRQYHQLHQFH��DQG�SUHVWLJH��
/LNH�DQ\�UXOLQJ�FODVV��LW�WHQGV�WR�EHFRPH�FRQVHUYDWLYH�DQG�UHVLVWDQW�WR�FKDQJHV�WKDW�WKUHDWHQ�LWV�SRVLWLRQ��
0RUHRYHU²DQG�WKLV�LV�D�YHU\�LPSRUWDQW�FRQVLGHUDWLRQ²WKH�6RYLHW�PLGGOH�FODVV�LV�KLJKO\�EX�UHDXFUDWL]HG�DQG�
FRQVLVWV�DOPRVW�HQWLUHO\�RI�VWDWH�RIILFLDOV�ZKR�DUH�UDWKHU�FRQVHUYDWLYH�LQ�WKHLU�SROLWLFDO�DQG�VRFLDO�PRUHV�DQG�DUH�
RQO\�RQH�JHQHUDWLRQ�UHPRYHG�IURP�WKHLU�SUROHWDULDQ�RU�SHDVDQW�RULJLQV��7KLV�FODVV�GRHV�QRW�ZDQW�PDMRU�SROLWLFDO�
FKDQJH��WKRXJK�LW�GRHV�GHVLUH�PRUH�PDWHULDO�JRRGV��,W�SURYLGHV�WKH�XQGHUSLQQLQJ�IRU�WKH�FRQVHUYDWLVP�RI�WKH�
OHDGHUVKLS��

7KH�XSSHU�VWUDWXP�RI�WKH�6RYLHW�SURIHVVLRQDO�DQG�VFLHQWLILF�HOLWH�KDV��KRZHYHU��EHFRPH�WRR�EURDG��WRR�

�$V�RQH�&]HFK�VFKRODU�REVHUYHG�LQ�FRPPHQWLQJ RQ�WKH�&]HFK�H[SHULHQFH�ZLWK�6WDOLQLVP���2QH�RI�WKH�SRVVLEOH�PHWKRGV�RI�SUHYHQWLQJ�WKH�
UHFXUUHQFH�RI�SROLWLFDO�WULDOV�LQ�DQ\�IRUP�LV�D�FKDQJH�LQ�WKH�FRQFHSW�RI�SROLWLFV��ZLWK�ZKLFK�LV�FRQQHFWHG�WKH�ELUWK�RI�D�QHZ�SROLWLFDO�V\VWHP��,�
KDYH�LQ�PLQG�VXFK�D�FRQFHSW�RI�SROLWLFV�DV�ZRXOG�QRW�FRQWDLQ�WKH�HOHPHQWV�RI��RU�DQ�DVVXUHG�EDVLV�IRU��GLVSOD\V�RI�LOOHJDOLW\�RI�WKH�NLQG�WKDW�
KDSSHQHG�PRVW�IUHTXHQWO\�LQ�WKH�SHULRG�RI�WKH�SROLWLFDO�WULDOV���.��.DSODQ���7KRXJKWV�DERXW�WKH�3ROLWLFDO�7ULDOV���1RYD�0\VO� 1R�����������
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ZHOO�HGXFDWHG��DQG�WRR�QDWLRQDOLVWLFDOO\�DPELWLRXV�WR�EH�VDWLVILHG�ZLWK�D�SDWWHUQ�WKDW�PHUHO\�SUHVHUYHV�WKH VWDWXV�
TXR� 7KRXJK�FRQFHUQHG�ZLWK�SROLWLFDO�VWDELOLW\��LW�LV�DOVR�DZDUH�RI�WKH�GRPHVWLF�DQG�LQWHUQDWLRQDO�LPSHUDWLYHV�IRU�
VRFLDO�DQG�VFLHQWLILF�LQQRYDWLRQ��,Q�UHFHQW�\HDUV�WKLV�VWUDWXP�KDV�JDLQHG�LQFUHDVLQJ�DFFHVV�WR�WKH�GHFLVLRQ�PDNHUV�
DQG�WKXV�SDUWLFLSDWHV�LQIRUPDOO\�LQ�D�SURFHVV�RI�JURXS�EDUJDLQLQJ��HVSHFLDOO\�LQ�SROLF\�DUHDV�UHTXLULQJ�H[SHUWLVH��
7KH�RUJDQ�RI�WKH�6RYLHW�$FDGHP\�RI�6FLHQFHV�KDV�QRWHG�WKDW��LQ�UHFHQW�WLPHV��WKH�QXPEHU�RI�VFLHQWLVWV�FDOOHG�RQ�
WR�SDUWLFLSDWH�LQ�WKH�ZRUN�RI�WKH�JRYHUQPHQWDO�DSSDUDWXV��HYHQ�DW�WKH�KLJKHVW�OHYHOV��KDV�LQFUHDVHG��7KH\�VKRXOG�
EH�FDOOHG�RQ�PRUH�RIWHQ�WR�RUJDQL]H�SURGXFWLRQ�DQG�WR�GLUHFW�SODQQLQJ�LQ�WKH�HFRQRPLF�VSKHUH������7KHLU�
LQQRYDWLYH�LQIOXHQFH����DGGHG��WR��WKH��LQFUHDVLQJO\��ZLGHVSUHDG��SROLWLFDO��DSSUHFLDWLRQ�RI�WKH�LPSRUWDQFH�RI�
VFLHQWLILF�LQQRYDWLRQ��WR�QDWLRQDO�IHHOLQJV�RI�ULYDOU\�ZLWK�WKH�8QLWHG�6WDWHV��DQG�WR�WKH�QDWLRQDOLVW�DQG�VHFXULW\�
DVSLUDWLRQV�RI�WKH�\RXQJHU��PRUH�VFLHQWLILFDOO\�RULHQWHG�PLOLWDU\�OHDGHUV��LV�DOUHDG\�VWLPXODWLQJ�SUHVVXUHV�IRU�D�IX��
VLRQ�RI�WKH�ILUVW��ROLJDUFKLF SHWULIDFWLRQ��DQG�WKLUG��WHFKQRORJLFDO�DGDSWDWLRQ��YDULDQWV��LQ�DQ�DWWHPSW�WR�FRQVWUXFW�D�
QRYHO�NLQG�RI��WHFKQHWURQLF�FRPPXQLVP����

7KH�H[DPSOH�RI�8OEULFKW
V�(DVW�*HUPDQ\�PD\�EHFRPH�SDUWLFXODUO\�UHOHYDQW��7KRXJK�LQ�5XPDQLD�
H[SORUDWLRQV�RI�WKH�VFLHQWLILF�UHYROXWLRQ
V�VLJQLILFDQFH�KDYH�OHG�VRPH�FRPPXQLVWV�WR�VXJJHVW�WKDW�WKLV�UHYROXWLRQ�
UHTXLUHV�D�QHZ�WKHRUHWLFDO�IUDPHZRUN�EDVHG�RQ�WKH�SULQFLSOH�RI�XQLYHUVDOLW\�����8OEULFKW�KDV�DWWHPSWHG�WR�FRPELQH�
VFLHQWLILF�LQQRYDWLRQ�ZLWK�VWULFW�DGKHUHQFH�WR�WKH�/HQLQLVW�6WDOLQLVW�LGHRORJLFDO�WUDGLWLRQ��3ROLWLFDO�OHDGHUVKLS�KDV�
UHPDLQHG�KLJKO\�FHQWUDOL]HG��DQG�LGHRORJLFDO�GLVVHQW�KDV�EHHQ�ILUPO\�VXSSUHVVHG��$W�WKH�VDPH�WLPH��8OEULFKW��
SHUKDSV�PRUH�WKDQ�DQ\�RWKHU�FRPPXQLVW�OHDGHU��KDV�HPSKDVL]HG�WKDW��WKH�GHYHORSPHQW�RI�WKH VRFLDOLVW�V\VWHP��
DERYH�DOO�WKH�LPSOHPHQWDWLRQ�RI�WKH�HFRQRPLF�V\VWHP�DV�D�ZKROH��LV�WR�D�JURZLQJ�H[WHQW�D�PDWWHU�RI�VFLHQWLILF�
OHDGHUVKLS��������:H�RULHQW�RXUVHOYHV�RQ�WKH�FRQVFLRXV�VFLHQWLILF�FRQWURO�RI�FRPSOH[�SURFHVVHV�DQG�V\VWHPV�E\�WKH�
SHRSOH�DQG�IRU�WKH�SHRSOH��:H�PDNH�XVH�RI�F\EHUQHWLFV�LQ�WKLV�VHQVH������

'XULQJ�WKH�VHFRQG�KDOI�RI�WKH�����V��(DVW�*HUPDQ�OHDGHUVKLS�PDGH�DQ�LQWHQVH�HIIRUW�WR�UDWLRQDOL]H�
HFRQRPLF�PDQDJHPHQW�LQ�RUGHU�WR�FRPELQH�ORZHU�OHYHO�LQLWLDWLYH�ZLWK�DQ�HIIHFWLYH�V\VWHP�RI�FRQWUROV�DQG�
FRRUGLQDWLRQ��7KH�6HYHQWK�3DUW\�&RQJUHVV��$SULO ������VHW�LWVHOI�WKH�WDVN�RI�GHYHORSLQJ�D�JHQHUDO�FRQFHSWLRQ�RI�
WKH�UHODWLRQV�EHWZHHQ�WKH�YDULRXV�SDUW�V\VWHPV�ZLWK�WKH�HFRQRPLF�V\VWHP�DV�D�ZKROH��PRUH�WKDQ�DQ\�RWKHU�
FRPPXQLVW�FRXQWU\��(DVW�*HUPDQ\�XWLOL]HG�F\EHUQHWLFV��RSHUDWLRQDO�UHVHDUFK��DQG�HOHFWURQLF�GDWD�SURFHVVLQJ��
7ZR�\HDUV�ODWHU��DW�WKH�$SULO������&HQWUDO�&RPPLWWHH�3OHQXP��3ROLWEXUR�PHPEHU�.XUW�+DJHU�SURXGO\�UHSRUWHG²�
DQG�KH�UHSHDWHGO\�XVHG�WKLV�IRUPXOD²WKDW�(DVW�*HUPDQ\�ZDV�QRW�RQO\�LGHRORJLFDOO\�VRXQG�EXW��FRUUHFWO\�SUR��
JUDPPHG���

,Q�OLQH�ZLWK�WKLV��FRUUHFW�SURJUDPPLQJ���WKH�SDUW\�KDV�HPSKDVL]HG�WKH�LPSRUWDQFH�RI�H[SHUWLVH�DPRQJ�LWV�
PHPEHUV�����DQG�WKH�HGXFDWLRQDO�V\VWHP�KDV�EHHQ�UHIRUPHG�LQ�RUGHU�WR�OLQN�VFLHQFH�FORVHO\ ZLWK�LQGXVWU\����%\�WKH�
ODWH�����V��(DVW�*HUPDQ\�KDG�WUDQVIRUPHG�LWVHOI�IURP�RQH�RI�WKH�PRVW�ZDU�UDYDJHG�VRFLHWLHV�LQWR�WKH�PRVW�
HFRQRPLFDOO\�DQG�LGHRORJLFDOO\�DGYDQFHG�VFLHQFH�RULHQWHG�FRPPXQLVW�VWDWH��$IWHU�D�ILIW\�\HDU�ODSVH��WKH�
FRPELQDWLRQ�RI�3UXVVLDQ�GLVFLSOLQH��*HUPDQ�VFLHQWLILF�HIILFLHQF\��DQG�/HQLQLVW�6WDOLQLVW�LGHRORJ\�KDV�WKXV�DJDLQ�
PDGH�*HUPDQ�FRPPXQLVP�D�PRGHO�IRU�LWV�HDVWHUQ�QHLJKERUV��

,Q�WKH�6RYLHW�8QLRQ��KRZHYHU��RWKHU�FRQVLGHUDWLRQV�ZLOO�LQ�DOO�OLNHOLKRRG�LPSHGH�WKH�SDFH�RI�D�VLPLODU�
�WHFKQRORJL]DWLRQ��RI�WKH�6RYLHW�SROLWLFDO�V\VWHP��)RU�RQH�WKLQJ��WKH�6RYLHW�8QLRQ�LV�D�PXFK�ELJJHU�FRXQWU\��LV�
PRUH�GLIILFXOW�WR�LQWHJUDWH��DQG�KDV�PDQ\�PRUH�DUHDV�RI�VRFLR�HFRQRPLF�EDFNZDUGQHVV�WR�RYHUFRPH��,Q�DGGLWLRQ��
RYHU�WKH�ODVW�ILIW\�\HDUV�WKH�UXOLQJ�SDUW\�KDV�GHYHORSHG�LWV�RZQ�WUDGLWLRQV�DQG�LGHRORJLFDO�VW\OH��DQG�WKRXJK�LW�
IDYRUV�WKH�DFTXLVLWLRQ�RI�WHFKQLFDO�VNLOOV�E\�LWV�RIILFLDOV��LW�LV�OLNHO\�WR�FRQWLQXH�WR�UHVLVW�WKH�GHYHORSPHQW�RI�DQ�
HVVHQWLDOO\�WHFKQLFDO�RULHQWDWLRQ�DPRQJ�LWV�PHPEHUV��VLQFH�WKDW�ZRXOG�GLOXWH�WKH�LPSRUWDQFH�DWWDFKHG�WR�
LGHRORJ\�����0RUHRYHU��SHUKDSV�LQWHQVLILHG�LQ�WKH�\HDUV�WR�FRPH�E\�WKH�6LQR�6RYLHW�GLVSXWH��WKH�UROH�RI�WKH�VHFXULW\�
IDFWRU�LQ�SROLF\PDNLQJ�DQG�RI�WKH�PLOLWDU\�LQ�WKH�SROLWLFDO�SURFHVV�PLJKW�WHQG�WR�LQFUHDVH��,QGHHG��LI�WKH�VHFXULW\�
SUREOHP�EHFRPHV�PRUH�XUJHQW�DQG�6RYLHW�OHDGHUVKLS�UHPDLQV�FROOHFWLYH��LW�ZLOO�EHFRPH�LQFUHDVLQJO\�GLIILFXOW�WR�
GHQ\�WKH�PLOLWDU\�GLUHFW�SDUWLFLSDWLRQ�LQ�WKH�SROLWLFDO�GHFLVLRQ�PDNLQJ�SURFHVV��,Q�WKDW�FDVH��WKH�IXVLRQ�RI�WKH�ILUVW�
DQG�WKH�WKLUG�YDULDQWV��VWULYLQJ�WR�FRPELQH�LGHRORJLFDO�ULJLGLW\�ZLWK�WHFKQRORJLFDO�H[SHUWLVH��ZRXOG�DOVR�LQYROYH�
WKH�WUDQVIRUPDWLRQ�GXULQJ�WKH�����V�RI�WKH�SUHVHQW�FRPPXQLVW�SDUW\�GLFWDWRUVKLS�LQWR�D FRPPXQLVW�SUDHWRULDQ�

�7KLV�SURFHVV�ZRXOG�SURYLGH�WKH�SROLWLFDO�H[SUHVVLRQ�IRU�WKH�LPSUHVVLYH�JURZWK�LQ�ERWK�WKH�RYHU�DOO�QXPEHU�RI�VSHFLDOLVWV�HQJDJHG�LQ�
VFLHQWLILF�DFWLYLW\�DQG�VHUYLFHV��LQFOXGLQJ�WKRVH�ZLWK�VSHFLDOL]HG�VHFRQGDU\�HGXFDWLRQ��DQG�LQ�WKH�QXPEHU�RI�WKRVH�PHPEHUV�RI�WKH�SROLWLFDO�
HOLWH�ZKR�KDYH�KDG�H[WHQVLYH�EDFNJURXQGV�LQ�WHFKQLFDO�DQG�VFLHQWLILF�ILHOGV��%HWZHHQ�WKH�\HDUV������DQG������WKH�IRUPHU�JUHZ�IURP���������
WR���������� �6FLHQFH�3ROLF\�LQ�WKH�8665��S��������*HRUJH�)LVFKHU�KDV�JDWKHUHG�HYLGHQFH�VKRZLQJ WKDW�WKH�ODWWHU�DUH�EHFRPLQJ�WKH�
SUHGRPLQDQW�JURXS�DPRQJ�WKH�\RXQJHU�PHPEHUV�RI�WKH�&HQWUDO�&RPPLWWHH�RI�WKH�&368��7KH�6RYLHW�6\VWHP�DQG�0RGHUQ�6RFLHW\� 1HZ�<RUN��
������HVSHFLDOO\�SS������������7HFKQLFDO�FRPSHWHQFH�LV�DV�ZLGHVSUHDG�LQ�WKH�6RYLHW�SROLWLFDO�HOLWH�DV�OHJDO�EDFNJURXQG�LV�LQ�LWV�$PHULFDQ�
FRXQWHUSDUW��
��8QGHU�WKHVH�UHIRUPV�XQLYHUVLWLHV�DQG�SRO\WHFKQLFDO�VFKRROV�KDYH�EHHQ�WUDQVIRUPHG�LQWR�QHZ��VFLHQFH�FRPELQHV��GLUHFWO\�OLQNHG�ZLWK�
LQGXVWULDO�HQWHUSULVHV��)RU�H[DPSOH��WKH�7HFKQLFDO�8QLYHUVLW\�RI�'UHVGHQ�ZRUNV�MRLQWO\�ZLWK�WKH�QHDUE\�5DGHE
HUJ�FRPSXWHU�IDFWRU\��DQG�RWKHU�
LQVWLWXWLRQV�RI�OHDUQLQJ�KDYH�EHHQ�VLPLODUO\�OLQNHG�ZLWK�WKH�EDVLF�LQGXVWULDO�HIIRUWV�RI�WKHLU�FLWLHV�RU�UHJLRQV��,Q�WKLV�UHIRUP�D�PDMRU�HIIRUW�ZDV�
PDGH�WR�REWDLQ�VWXGHQW�SDUWLFLSDWLRQ��DQG�VWXGHQWV�DUH�VDLG�WR�KDYH�PDGH�D�QXPEHU�RI�FRQVWUXFWLYH�SURSRVDOV�DORQJ�WKH�DERYH�OLQHV��
$W�WKH�VDPH�WLPH��0DU[LVW�/HQLQLVW�LQGRFWULQDWLRQ�KDV�FRQWLQXHG�WR�EH�DVVLJQHG�KLJK�SULRULW\�LQ�WKH�HGXFDWLRQDO�SURFHVV��EXW�VWUHVV�KDV�EHHQ�
SODFHG�RQ�WKH�QHFHVVLW\�WR�FRPELQH�LW�ZLWK�VFLHQWLILF�VRFLDO�IRUHFDVWLQJ���,W�LV�QHFHVVDU\�WR�LPSDUW�WR�WKH�OHDGHUVKLS�SHUVRQQHO�RI�WKH�VRFLDOLVW�
VWDWH�D�FRPSOH[�NQRZOHGJH�ZKLFK�HQDEOHV�WKHP�WR�FDUU\�RXW�WKH�SDUW\�UHVROXWLRQV�ZLWK�D�KLJK�GHJUHH�RI�TXDOLW\��WKLV�PXVW�EH�GRQH�RQ�WKH�EDVLV�
RI�WKH�VRFLDO�ORQJ�UDQJH�IRUHFDVW��LQ�WHDPZRUN�ZLWK�WKH�6RFLDOLVW�(FRQRPLF�0DQDJHPHQW�,QVWLWXWH��WKH�6RFLDO�6FLHQFHV�,QVWLWXWH��WKH�
.DUO�
0DU[
�3DUW\�&ROOHJH��DQG�RWKHU�LQVWLWXWLRQV���D�VSHHFK�E\�(ULFK�+RQHFNHU��PHPEHU�RI�WKH�3ROLWEXUR�DQG�6HFUHWDU\�RI�WKH�&HQWUDO�&RPPLWWHH�
RI�WKH�*HUPDQ�6RFLDOLVW�8QLW\�3DUW\��$SULO������������+RQHFNHU
V�VSHHFK�ZDV�UHPDUNDEOH�IRU�LWV�HPSKDVLV�RQ�WKH�WHFKQHWURQLF�IHDWXUHV�RI�D�
PRGHUQ�VRFLHW\�DQG�IRU�LWV�UHODWLYH�QHJOHFW�RI�WKH�LGHRORJLFDO�TXHVWLRQ�



�������

ROLJDUFK\���

7KH�3UREOHP�RI�9LWDOLW\�
7KH�TXHVWLRQ�WKHQ�LV��:LOO VXFK�D�SROLWLFDO�GHYHORSPHQW�IDFLOLWDWH�WKH�UHVROXWLRQ�RI�WKH�HFRQRPLF�DQG�

SROLWLFDO�GLOHPPDV�FRQIURQWLQJ�WKH�6RYLHW�8QLRQ"�7KH�DQVZHU�WR�WKLV�TXHVWLRQ�LV�ERXQG�WR�EH�HYHQ�PRUH�
VSHFXODWLYH�WKDQ�WKH�SURJQRVLV�LWVHOI��2Q�WKH�ZKROH��LW�ZRXOG�DSSHDU�GRXEWIXO�ZKHWKHU�DQ�DWWHPSW�WR�FRPELQH�
LGHRORJLFDO�RUWKRGR[\�ZLWK�WHFKQRORJLFDO�LQQRYDWLRQ���SHUKDSV�EXWWUHVVHG�E\�LQFUHDVLQJ�UHOLDQFH�RQ�QDWLRQDOLVP�
DQG�WKH�PLOLWDU\��ZLOO�FUHDWH�D�VHWWLQJ�SURSLWLRXV�WR�LQWHOOHFWXDO�DQG�VFLHQWLILF�FUHDWLYLW\��6XFK�DQ�DWWHPSW�LV PRUH�
OLNHO\�WR�SURGXFH�LQWHUQDO�FRQWUDGLFWLRQV��ZLWK�WKH�LGHRORJXHV�DQG�WKH�WHFKQRFUDWV�RIWHQ�SXOOLQJ�LQ�RSSRVLWH�
GLUHFWLRQV��7KLV�ZLOO�EH�HVSHFLDOO\�WUXH�DV�FRQFHUQV�WKH�FRPSOH[�LVVXH�RI�HFRQRPLF�GHFHQWUDOL]DWLRQ��LQFUHDVLQJO\�
UHFRJQL]HG�DV�QHFHVVDU\�IRU�HFRQRPLF�UHDVRQV��EXW�QHYHUWKHOHVV�IHDUHG�IRU�SROLWLFDO�UHDVRQV��7KH�UHVXOW�ZLOO�EH�
HLWKHU�WHPSRUDU\�FRPSURPLVHV��VXFK�DV�KDYH�EHHQ�FKDUDFWHULVWLF�RI�%UH]KQHY��RU�GUDVWLF�SROLF\�VKLIWV�IURP�RQH�
HPSKDVLV�WR�WKH�RWKHU��7KH�FRQVHTXHQW�WHQVLRQ�ZLOO�ZLGHQ�WKH�JDS�EHWZHHQ�WKH�SROLWLFDO�V\VWHP�DQG�VRFLHW\��WKH�
SROLWLFDO�V\VWHP�ZLOO�DSSHDU�XQUHVSRQVLYH�WR�LQWHUQDO�GLOHPPDV��DQG�LQFUHDVLQJ�VRFLDO�SUHVVXUH�ZLOO�EH�JHQHUDWHG�
IRU�D�PRUH�IXQGDPHQWDO�UHDVVHVVPHQW�RI�WKH�FRQWHPSRUDU\�UHOHYDQFH�RI�WKH�LGHRORJLFDO�DQG LQVWLWXWLRQDO�FKDUDFWHU�
RI�WKH�6RYLHW�VWDWH��

$FFRUGLQJO\��LW�PD\�EH�H[SHFWHG�WKDW�WKH�����V�ZLOO�ZLWQHVV�WKH�VSUHDG�WR�WKH�6RYLHW�8QLRQ�RI�
FRQYXOVLRQV�VLPLODU�WR�WKRVH�WKDW�6SDLQ��<XJRVODYLD��0H[LFR��DQG�3RODQG�EHJDQ�WR�XQGHUJR�LQ�WKH�ODWH�����V��7KH�
6RYLHW�VWXGHQW�SRSXODWLRQ�ZLOO�KDYH�GRXEOHG�GXULQJ�WKH�����V��LW�LQFUHDVHG�E\�VHYHQW\�VHYHQ�SHU�FHQW�EHWZHHQ�
�����DQG��������DQG�LW�LV�XQOLNHO\�WKDW�WKH�6RYLHW�8QLRQ�ZLOO�DOWRJHWKHU�DYRLG�VWXGHQW�XQUHVW��7KH�ODWH�����V�ZLOO�
SUREDEO\�VHH�WKH�VH[XDO�UHYROXWLRQ�VSUHDG�WR�WKH�PRUH�XUEDQ�6RYLHW�FHQWHUV��DQG�WKH�SDUW\�LGHRORJXHV�ZLOO�QRW�ILQG�
LW�HDV\�WR�DFFRPPRGDWH�ZLWKLQ�WKH�SUHYDLOLQJ�RIILFLDO�PRUHV��7KHVH�IDFWRUV�FRXOG�FUHDWH�D�EURDGHU�VRFLDO�EDVLV�IRU�
WKH�FXUUHQWO\�LVRODWHG�LGHRORJLFDO�GLVVHQWHUV�DQG��WRJHWKHU�ZLWK�WKH�OLNHO\�JURZWK�LQ�WKH�VHOI�DVVHUWLYH�QHVV�RI�WKH�
QRQ�5XVVLDQ�LQWHOOLJHQWVLD��PDNH�IRU�PRUH�YLVLEOH�VRFLDO�DQG�SROLWLFDO�WHQVLRQV��*LYHQ�WKH�DXWKRULWDULDQ�6RYLHW�VHW��
WLQJ��D�UHG�IODJ�VSRQWDQHRXVO\�IORZQ�E\�0RVFRZ�VWXGHQWV�RYHU�WKHLU�XQLYHUVLW\�ZLOO KDYH�PXFK�JUDYHU�SROLWLFDO�
V\PEROLVP�WKDQ�WKH�VDPH�IODJ�IOXWWHULQJ�RYHU�&ROXPELD�RU�WKH�6RUERQQH��

%XW�LW�ZLOO�QRW�EH�XQWLO�WKH�HDUO\�����V�WKDW�WKH�ILUVW�IXOO\�SRVW�6WDOLQ�SROLWLFDO�OHDGHUVKLS�ZLOO�HQWHU�WKH�
SROLWLFDO�DUHQD��$Q�DVSLULQJ�IRUW\�ILYH�\HDU�ROG OHDGHU�LQ������ZLOO�KDYH�EHHQ�RQO\�HLJKWHHQ�DW�WKH�WLPH�RI�6WDOLQ
V�
GHDWK�DQG�WZHQW\�RQH�ZKHQ�GH�6WDOLQL]DWLRQ�DFWXDOO\�EHJDQ�LQ�WKH�6RYLHW�8QLRQ��7KRXJK�KLV�JHQHUDWLRQ�ZLOO�
SUREDEO\�ILQG�LWV�DFFHVV�WR�SRZHU�EORFNHG�E\�SROLWLFDO�OHDGHUV�WHQ�RU�HYHQ�WZHQW\ \HDUV�ROGHU��WKH�3RO\DQVNLV��
6KHOHSLQV��6HPLFKDVWQ\V��7ROVWLNRYV�RI�WRGD\���LW�ZLOO�SUHVV�IRU�LQIOXHQFH�IURP�WKH�HFKHORQV�LPPHGLDWHO\�EHORZ�
WKDW�RI�WKH�&HQWUDO�&RPPLWWHH��*LYHQ�WKH�PRUH�YRODWLOH�GRPHVWLF�DQG�JOREDO�VHWWLQJ�LQ�ZKLFK�LW�ZLOO�KDYH�
PDWXUHG� JLYHQ�LWV�KLJKHU�HGXFDWLRQ��JLYHQ�WKH�SUREDEO\�PRUH�IOH[LEOH�FKDUDFWHU�RI�WKH�DGMRLQLQJ�(DVWHUQ�
(XURSHDQ�VWDWHV��LW�LV�TXLWH�SRVVLEOH�WKDW�WKH�HPHUJLQJ�SROLWLFDO�HOLWH�ZLOO�EH�OHVV�FRPPLWWHG�WR�WKH�QRWLRQ�WKDW�
VRFLDO�GHYHORSPHQW�UHTXLUHV�LQWHQVH�FRQFHQWUDWLRQ�RI�SROLWLFDO�SRZHU��

1HYHUWKHOHVV��HYHQ�WKHQ�HYROXWLRQ�LQWR�D�SOXUDOLVW�V\VWHP�LV�OLNHO\�WR�EH�UHVLVWHG�E\�WKH�HQWUHQFKHG�
SROLWLFDO�ROLJDUFK\��7KH�LQWURGXFWLRQ�RI�SROLWLFDO�SOXUDOLVP�ZLOO�DW�VRPH�SRLQW�UHTXLUH�D�GHOLEHUDWH�GHFLVLRQ�WR�RSHQ�
WKH�6RYLHW�8QLRQ�WR�FRPSHWLWLYH�LGHDV��WR�OHW�HDFK�6RYLHW�FLWL]HQ�UHDG�ZKDW�KH�ZDQWV��WR�UHGXFH�WKH�OHYHO�RI�WKH�
SDUW\
V�LGHRORJLFDO�FRQWURO��WR�GHFHQWUDOL]H�GHFLVLRQ�PDNLQJ�DQG�WKXV�WR�VKDUH�SRZHU�ZLWK�VRFLHW\��LQ�HIIHFW��D�
PDMRU�WUDQVIRUPDWLRQ�RI�WKH�V\VWHP�DV�D�ZKROH��8QLQWHQGHG�FRQVHTXHQFHV�RI�HFRQRPLF�WHFKQRORJLFDO�
DGMXVWPHQWV�ZLOO�QRW�VXIILFH�WR�EULQJ�DERXW�VLJQLILFDQW�SROLWLFDO�FKDQJH��$V�LQ�<XJRVODYLD�RU�SUH������
&]HFKRVORYDNLD��DW�VRPH�SRLQW�WKH�SROLWLFDO�HOLWH�PXVW�GHFLGH�WR�HPEDUN�RQ�GHOLEHUDWH�SROLWLFDO�UHIRUPV��

7KXV��EDUULQJ�DQ�XSKHDYDO�UHVXOWLQJ�IURP�LQWHUQDO�SDUDO\VLV²�DQG�GUDPDWLFDOO\�EULQJLQJ�DERXW�HLWKHU�
VRFLDO�GHPRFUDF\�RU��PRUH�OLNHO\��D�UHYLYDOLVW�GLFWDWRU�FDSDEOH�RI�FRQWUROOLQJ�LQWHUQDO�GLVVHQW²WKH�PRUH�SUREDEOH�
SDWWHUQ�IRU�WKH�����V�LV�D�PDUJLQDO VKLIW�WRZDUG�WKH�FRPELQDWLRQ�RI�WKH�VHFRQG��SOXUDOLVW�HYROXWLRQ��DQG�WKLUG�
�WHFKQRORJLFDO�DGDSWDWLRQ��YDULDQWV��OLPLWHG�HFRQRPLF�SROLWLFDO�SOXUDOLVP�DQG�LQWHQVH�HPSKDVLV�RQ�WHFKQRORJLFDO�
FRPSHWHQFH��ZLWKLQ�WKH�FRQWH[W�RI�D�VWLOO�DXWKRULWDULDQ�JRYHUQPHQW UHSUHVHQWLQJ�D�FRDOLWLRQ�RI�WKH�XSSHU�HFKHORQV�
RI�WKH�SULQFLSDO�LQWHUHVW�JURXSV��7KLV�FRXOG�EH�WKH�EHJLQQLQJ�RI�WKH�UHWXUQ�WR�WKH�

:HVWHUQ�0DU[LVW�WUDGLWLRQ��EXW�RQO\�D�VORZ DQG�FDXWLRXV�EHJLQQLQJ�DW�EHVW���� ,W�ZRXOG�WKHUHIRUH�EH�UDVK�WR�
H[SHFW�LQ�WKH�QHDU�IXWXUH�D�IXQGDPHQWDO�UHYLVLRQ�RI�WKH�6RYLHW�DWWLWXGH�WRZDUG�WKH�ZRUOG��7KHUH�ZLOO�EH�FKDQJH��

�7KLV�YLHZ�LV�KHOG�DOVR�E\�VRPH�<XJRVODY�REVHUYHUV��7KXV��9��6WDQRYFLF��ZULWLQJ�LQ�WKH�<XJRVODY�&HQWUDO�&RPPLWWHH�ZHHNO\ .RPXQLVW�
�6HSWHPEHU������������KDV�DUJXHG�WKDW�WKH�SUHVHQW�6RYLHW�V\VWHP�KDV�SURYHQ�LWVHOI�XQDEOH�WR�OLEHUDOL]H�JUDGXDOO\�DQG�WKDW�DV�D�FRQVHTXHQFH�LW�
ZLOO�YHU\�OLNHO\��ORJLFDOO\�GHYHORS�LQWR�D�%RQDSDUWLVW�IRUP�RI�UXOH��ZLWK�PDQDJHULDO�PLOLWDULVW�JURXSV�DVVXPLQJ�WKH�UROH�RI�
OLQH�SUHVFULEHUV
�
DQG�
RUJDQL]HUV
�RI�VRFLHW\���
��,W�PLJKW�EH�UHOHYDQW�DW�WKLV�MXQFWXUH�WR�SXW�WR�UHVW�WKH�SRSXODU�DQDORJ\�IUHTXHQWO\�PDGH�EHWZHHQ�WKH�HYROXWLRQ�RI�WKH�)UHQFK�5HYROXWLRQ�LQWR�
D�ERXUJHRLV�GHPRFUDF\�DQG�WKH�DOOHJHGO\�VLPLODU�SROLWLFDO�FRQVHTXHQFHV�RI�WKH HPERXUJHRLVHPHQW RI�6RYLHW�VRFLHW\��7KH�DQDORJ\�RYHUORRNV�
VHYHUDO�VDOLHQW�GLIIHUHQFHV�EHWZHHQ�WKHVH�UHYROXWLRQV��7KH�)UHQFK�5HYROXWLRQ�WRRN�SODFH�LQ�D�VHWWLQJ�VKDSHG�E\�D�UDWLRQDOLVW��LGHDOLVWLF�
LQWHOOHFWXDO�WUDGLWLRQ�DQG�LQHIIHFWLYH�DEVROXWLVP��7KH�5XVVLDQ�5HYROXWLRQ�ZDV�SUHFHGHG�E\�LQFUHDVLQJ�LQWHOOHFWXDO�IDQDWLFLVP�DQG�XWRSLDQLVP��
UHDFWLQJ�WR�WKH�DEVROXWLVW�DQG�DXWRFUDWLF�SROLWLFDO�VHWWLQJ��7KH�)UHQFK�5HYROXWLRQ�ZDV�HIIHFWHG�E\�DQ�LGHDOLVWLF�DQG�KLJKO\�GLVRUJDQL]HG�
SURIHVVLRQDO�PLGGOH�FODVV��WKH�%ROVKHYLN�5HYROXWLRQ�E\�D�KLJKO\�SURIHVVLRQDO��LGHRORJLFDO��DQG�GLVFLSOLQHG�SDUW\��7KH�)UHQFK�UHYROXWLRQDULHV�
GLG�QRW�KDYH�WKH�WLPH�GXULQJ�WKHLU�UHODWLYHO\�VKRUW�VWD\�LQ�SRZHU�WR�UHRUJDQL]H�)UHQFK�VRFLHW\�IXQGDPHQWDOO\��WKH�%ROVKHYLNV��SDUWLFXODUO\�
XQGHU�6WDOLQ��ULSSHG�DSDUW�DQG�UHZRYH�WKH�HQWLUH�VRFLDO�IDEULF��ZKLOH�HIIHFWLQJ�D�IDU�UHDFKLQJ�LQGXVWULDO�DQG�XUEDQ�UHYROXWLRQ��7KH�)UHQFK�
PLGGOH�FODVV�ZDV�DQ�LQQRYDWLYH�DQG�LQWHOOHFWXDOO\�UHVWOHVV�FODVV��WKH�QHZ�6RYLHW�PLGGOH�FODVV�LV�9LFWRULDQ��FRQVHUYDWLYH��DQG�RUWKRGR[��/DVW�
EXW�QRW�OHDVW��WKH�OHJDWHH�RI�WKH�)UHQFK�5HYROXWLRQ��1DSROHRQ��ZDV�GHIHDWHG��6WDOLQ�ZDV�YLFWRULRXV�
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EXW�LW�ZLOO�EH�VORZ��0RUHRYHU��WKH�HOHPHQW�RI�ULYDOU\�ZLWK�WKH�8QLWHG�6WDWHV��UHIOHFWLQJ�WKH�YHVWLJLDO�OHJDF\�RI�
LGHRORJ\�DQG�UHLQIRUFHG�E\�PLGGOH�FODVV�XUEDQ�QDWLRQDOLVP��LV�OLNHO\�WR�FRQWLQXH�WR�EH�GRPLQDQW��HYHQ�LI�
WHPSHUHG�E\�JURZLQJ�6RYLHW�UHFRJQLWLRQ�WKDW�LQFUHDVHG�8QLWHG�6WDWHV�6RYLHW�FROODERUDWLRQ�LV�GLFWDWHG�E\�WKH�EDVLF�
LPSHUDWLYHV�RI�KXPDQ�VXUYLYDO��7KH�6LQR�6RYLHW�FRQIOLFW�PD\�DOVR�KDYH�D�GRXEOH�DQG�FRQWUDGLFWRU\�HIIHFW��ZKLOH�
LQWHQVLI\LQJ�WKH�6RYLHW�GHVLUH�IRU�D�VHFXUH�DQG�SHDFHIXO�ZHVWHUQ�IODQN��LW�LV�OLNHO\�WR�KHLJKWHQ�6RYLHW�VHFXULW\�
FRQFHUQV��DQG�WKXV�VWUHQJWKHQ�WKH�GRPHVWLF�SRVLWLRQ�RI�WKH�PRUH�FRQVHUYDWLYH�DQG�QDWLRQDOLVW�HOHPHQWV��

7KLV�FRPELQDWLRQ�RI�HURGLQJ�LGHRORJ\�DQG�LQWHQVLI\LQJ�QDWLRQDOLVP�PDNHV�LW�XQOLNHO\�WKDW�WKH�6RYLHW�
8QLRQ�ZLOO�VRRQ�EHFRPH�LQYROYHG�HLWKHU�LQ�PLOLWDQWO\�DGYDQFLQJ�WKH�FDXVH�RI�ZRUOG�UHYROXWLRQ�RU�LQ�DFWLYHO\�
SURPRWLQJ�D�SROLF\�RI�JOREDO�FRRSHUDWLRQ��$�PRUH�OLNHO\�UHVXOW�LV�DQ�DPELJXRXV�SDWWHUQ�GHWHUPLQHG�E\�VKRUW��
UDQJH�H[SHGLHQF\�UDWKHU�WKDQ�E\�D�EURDG��ORQJ�UDQJH�SHUVSHFWLYH���,Q�WKDW�FRQWH[W��SUHFLVHO\�EHFDXVH�WKH��6RYLHW�
8QLRQ�GRHV�QRW�DSSHDU�OLNHO\�WR�H[SHULHQFH�LQ�WKH�QHDU�IXWXUH�D�GRPHVWLF�SKDVH�RI�RSHQ�LQWHOOHFWXDO�FUHDWLYLW\�DQG�
H[SHULPHQWDWLRQ��LWV�DWWUDFWLYHQHVV�DV�WKH�VRFLR�HFRQRPLF�PRGHO�IRU�FRQWHPSRUDU\�FRPPXQLVP��RQH�FDSDEOH�RI�
LQWHOOHFWXDOO\�DQG�PRUDOO\�FDSWLYDWLQJ�WKH�LPDJLQDWLRQ�RI�PDQNLQG��ZLOO�SUREDEO\�FRQWLQXH�WR�GHFOLQH��

���6HFWDULDQ�&RPPXQLVP�
,Q�RXU�DJH�D�XQLYHUVDO�LGHRORJLFDO�PRYHPHQW�FDQ�RQO\�EH�D�SOXUDOLVW�RQH��$QG�LI�LW�LV�WR�EH�SOXUDOLVW²WKDW�

LV��UHVSRQVLYH�WR�UDSLGO\�FKDQJLQJ��GLIIHUHQWLDWHG�JOREDO�FRQGLWLRQV�DQG�WKH�UHVXOWLQJ�YRODWLOH�LQWHOOHFWXDO�PRRG²�
LWV�LGHRORJLFDO�FRQWHQW�PXVW�EH�KLJKO\�JHQHUDOL]HG��PRUH�HWKLFDO�WKDQ�SUDFWLFDO��DQG�PRUH�KXPDQLVWLF�WKDQ�
QDWLRQDOLVWLF��,Q�HIIHFW��DQ�HFXPHQLFDO�FRPPXQLVP�ZRXOG�KDYH�WR�EH�D�GHOLEHUDWHO\�SOXUDOLVW�FRPPXQLVP��$Q�
LQWHUQDWLRQDO�SOXUDOLVW�FRPPXQLVP�ZRXOG�LQ�WXUQ�LQHYLWDEO\�JHQHUDWH�SUHVVXUHV�IRU�LQWHUQDOO\�SOXUDOLVW�FRPPXQLVW�
SDUWLHV��

3OXUDOLVW�FRPPXQLVP�GRHV�QRW�H[LVW�DQG�LV�XQOLNHO\�WR�DSSHDU��&RPPXQLVW�XQLYHUVDOLVP�KDV�IDOOHQ�
YLFWLP�WR�FRPPXQLVW�GRJPDWLVP��7KDW�GRJPDWLVP�ZDV�FRPSDWLEOH�ZLWK�XQLYHUVDOLVP�RQO\�DV�ORQJ�DV�FRPPXQLVP�
ZDV�DQ�DEVWUDFW�DWWHPSW�WR�GHILQH�JOREDO�FRQGLWLRQV�LQ�WKH�HDUO\�VWDJHV�RI�LQGXVWULDOL]DWLRQ�DQG�IRXQG�LWV�SROLWLFDO�
H[SUHVVLRQ�LQ�GLVSDUDWH�JURXSV�RI�LQWHOOHFWXDOV�VHHNLQJ�SRZHU��2QFH�WKHVH�LQWHOOHFWXDOV�KDG�VHL]HG�SRZHU�LQ�
GLIIHUHQW�VWDWHV��GRJPDWLVP�EHJDQ�WR�PHUJH�ZLWK�WKH�QDWXUDO�SURSHQVLW\�RI�WKH�QHZ�UXOHUV�WR�VHH�WKH�ZRUOG�WKURXJK�
WKH SULVP�RI�WKHLU�RZQ�QDWLRQDO�SRZHU�LQWHUHVWV��'RJPDWLVP��QR�ORQJHU�RSHUDWLQJ�RQ�WKH�OHYHO�RI�XQLYHUVDO�
DEVWUDFWLRQ�EXW�RQ�WKDW�RI�QDWLRQDO�SUDFWLFH��IDFLOLWDWHG�WKH�WUDQVIRUPDWLRQ�RI�FRPPXQLVP�LQWR�VHFWDULDQLVP²ZLWK�
HDFK�VHFW�LQVLVWLQJ�WKDW�LWV�SHUVSHFWLYH�ZDV�WKH�WUXO\�XQLYHUVDO�RQH�DQG�HVWDEOLVKLQJ LQWHUQDO SDUW\�GLVFLSOLQH�RQ�
WKDW�EDVLV��
7KH�6RYLHW�8QLRQ�OHG�LQ�WUDQVIRUPLQJ�XQLYHUVDO�FRPPXQLVP�LQWR�VHFWDULDQ�FRPPXQLVP��EXW�WKH SURFHVV�
GHYHORSHG�QDWXUDOO\�DPRQJ�DOO�FRPPXQLVW�SDUWLHV�LQ�SRZHU�DQG�HYHQ�DPRQJ�WKH�PRUH�HVWDEOLVKHG�FRPPXQLVW�
SDUWLHV�RXW�RI�SRZHU��$V�D�UHVXOW�RI�FRQIOLFWLQJ�FODLPV��PXWXDO�H[FRPPXQLFDWLRQV��RFFDVLRQDO�SDWFKHG�XS�
FRPSURPLVHV��DQG�DFWLYH�DQG�ODWHQW�FRQIOLFWV��FRQWHPSRUDU\�FRPPXQLVP�IRUPV�D�PRVDLF�DOPRVW�DV�YDULHG�DV�WKH�
QDWLRQV�RI�PDQNLQG�����)DU�IURP�KHOSLQJ�WR�HQG�WKH�LQWHOOHFWXDO�IUDJPHQWDWLRQ�RI�WKH�JOREH��VHFWDULDQ�FRPPXQLVP�
LQWHQVLILHV�LW��

3KDVHV�
)RXU�EURDG�SKDVHV�FDQ�EH�GLVFHUQHG�LQ�WKH�HYROXWLRQ�RI�FRPPXQLVP�DV�DQ�LQWHUQDWLRQDO�PRYHPHQW�VLQFH�WKH�
FUHDWLRQ�RI�WKH�ILUVW�FRPPXQLVW�VWDWH�LQ�WKH�6RYLHW�8QLRQ��7KH�ILUVW�SKDVH��FRUUHVSRQGLQJ�URXJKO\�WR�WKH�����V�DQG�
WKH�����V²EXW�SDUWLFXODUO\�WR�WKH�����V��ZKLFK�ZLWQHVVHG�WKH�LGHRORJLFDO�UHVWUXFWXULQJ�RI�6RYLHW�VRFLHW\²FDQ�EH�
FDOOHG�WKDW�RI WUDQVSODQWDWLRQ��$Q�HVVHQWLDOO\�:HVWHUQ�GRFWULQH��UHVSRQGLQJ�WR�WKH�VSHFLILF�FRQGLWLRQV�RI�:HVWHUQ�
FDSLWDOLVW�LQGXVWULDOL]DWLRQ��ZDV�WUDQVSODQWHG�WR�WKH�5XVVLDQ�VHWWLQJ�DQG�UHGHILQHG�WR�PHHW�WKH�SROLWLFDO�QHHGV�RI�
WKDW�VHWWLQJ��7KLV�LQYROYHG�GRPHVWLFDWLQJ�DQG�GRJPDWL]LQJ�WKH�LPSRUWHG�DQG�UHDGDSWHG�LGHRORJ\��

'RPHVWLFDWLRQ�PHDQW�WKDW�IRUPXODWLRQV�GHULYHG�IURP�VSHFLILF�5XVVLDQ�FRQGLWLRQV��DV�GHILQHG�ILUVW�E\�
/HQLQ�DQG�HYHQ�PRUH�VR�E\�6WDOLQ��LQFUHDVLQJO\�SHUPHDWHG�WKH GRFWULQH��DV�D�UHVXOW��SXUHO\�SDURFKLDO�
FRQVLGHUDWLRQV�ZHUH�GRJPDWLFDOO\�XQLYHUVDOL]HG��'RJ�PDWL]DWLRQ�ZDV�ODUJHO\�WKH�FRQVHTXHQFH�RI�WKH�SULPLWLYH��
DXWRFUDWLF�VHWWLQJ�LQWR�ZKLFK�0DU[LVP�ZDV�WUDQVSODQWHG�����RI�WKH�DUELWUDU\�SHUVRQDO�WUDLWV�RI�WKH�WRS�LGHRORJXHV��
DQG�RI�WKH�SRZHU�QHHGV�RI�WKH�QHZ�FRPPXQLVW�HOLWH�WKDW�IRXQG�LWVHOI�ZLWKRXW�ZKDW�0DU[�VDZ�DV�WKH�IRXQGDWLRQ�IRU�
VRFLDOLVW�UXOH²WKH�VROLG�SUROHWDULDQ�EDVH�WKDW�FDSLWDOLVW�GHYHORSPHQW�KDG�FUHDWHG�LQ�WKH�:HVW��

7KH�VHFRQG�SKDVH��WKH�DFWLYH XQLYHUVDOL]DWLRQ RI�WKH�6RYLHW�VSHFLILF��FRUUHVSRQGHG�DSSUR[LPDWHO\�WR�WKH�
����V�DQG�SDUWLFXODUO\�WKH�����V��,W�VDZ�WKH�6WDOLQL]DWLRQ�RI�IRUHLJQ�FRPPXQLVW�SDUWLHV��WKH�IRUFLEOH�H[SRUW�RI�WKH�
6RYLHW�YHUVLRQ�RI�FRPPXQLVP�WR�(DVWHUQ�(XURSH��DQG�WKH�VSRQWDQHRXV�H[SDQVLRQ�RI�WKH�PRUH�RULHQWDO�/HQLQLVW�
DGDSWDWLRQ�RI�0DU[LVP�WR�&KLQD��.RUHD��DQG�9LHWQDP��&HQWUDOL]HG�E\�0RVFRZ��LQWHUQDWLRQDO�FRPPXQLVP�
LPLWDWHG�WKH�6RYLHW�H[SHULHQFH�ZLWKRXW�WDNLQJ�LQWR�FRQVLGHUDWLRQ�FRQGLWLRQV�SUHYDLOLQJ�ZLWKLQ�WKH�GLIIHUHQW�
QDWLRQV��,QGHHG��6RYLHW�LQVLVWHQFH�RQ�D�FRPPRQ�PROG�EHFDPH�PRUH�LQWHQVH�SUHFLVHO\�EHFDXVH�D�PDMRU�JDS�
H[LVWHG�EHWZHHQ�LGHRORJ\�DQG�ORFDO�FRQGLWLRQV��

7KLV�VWDWH�RI�DIIDLUV�FRXOG�QRW�ORQJ�HQGXUH��DQG�QDWLRQDO�FRPPXQLVW�OHDGHUVKLS�JURXSV�FDPH�XQGHU�
JURZLQJ�GRPHVWLF�SUHVVXUHV�IRU�DGMXVWPHQWV��LQ�WLPH�WKH�QDWLRQDO�OHDGHUV�WKHPVHOYHV�EHJDQ�WR�VHH�D�GLYHUJHQFH�
EHWZHHQ�WKHLU�RZQ�QHHGV�DQG�LQWHUHVWV�DQG�6RYLHW�SUHVFULSWLRQV�DQG�GHPDQGV��7KH�UHVXOW�ZDV�WKH�WKLUG�SKDVH��WKH�
SDUWLFXODUL]DWLRQ�RI�LQWHUQDWLRQDO�FRPPXQLVP�GXULQJ�WKH�����V��,W�VDZ��ILUVW�RI�DOO��WKH�FRPSOHWH�VHOI�DVVHUWLRQ�RI�
WKH�<XJRVODY�OHDGHUVKLS��LQ�ODUJH�PHDVXUH�EHFDXVH�LW�KDG�FRPH�WR�SRZHU�WKURXJK�LWV�RZQ�HIIRUWV���WKH�SDUWLDO�VHOI�
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DVVHUWLRQ�RI�WKH�3ROLVK�OHDGHUVKLS��WKH�EHJLQQLQJV�RI�VXFK�VHOI�DVVHUWLRQ�E\�WKH�5XPDQLDQV��DQG��PRVW�LPSRUWDQW�
RI�DOO��WKH�LQFUHDVLQJ�LQFOLQDWLRQ�RI�WKH�&KLQHVH�OHDGHUVKLS�ERWK�WR�SUDFWLFH�LWV�RZQ�YHUVLRQ�RI�FRPPXQLVP�DQG�WR�
JHQHUDOL]H�WKH�VLJQLILFDQFH�DQG�UHOHYDQFH�RI�LWV�H[SHULHQFH�IRU�RWKHU�UHYROXWLRQDU\�FRPPXQLVW�SDUWLHV��

7KH�����V�DFFRUGLQJO\�ZLWQHVVHG�D�QHZ�VWDJH�LQ�WKH�KLVWRU\�RI�LQWHUQDWLRQDO�FRPPXQLVP��,W�ZDV�
GRPLQDWHG�E\�RSHQ�WHQVLRQ�EHWZHHQ�WKH�SURFHVV�E\�ZKLFK�GRFWULQH�ZDV�UHODWLYL]HG�DQG�WKH�SURFHVV�E\�ZKLFK�
VSHFLILF�SRLQWV�RI�YLHZ�ZHUH�PDGH�DEVROXWH��)RU�WKH�VDNH�RI�XQLW\��6RYLHW�OHDGHUVKLS�VHHPHG�DW�ILUVW�ZLOOLQJ�WR�
WROHUDWH�LQFUHDVLQJ�GLYHUVLW\��LQ�WKH�HDUO\�����V�LW�IRUPDOO\�DEDQGRQHG�ERWK�LWV�FODLP�WR�OHDGHUVKLS�DQG�LWV�
LQVLVWHQFH�RQ�WKH�QHHG�IRU�D�FRPPRQ�JHQHUDO�OLQH�����$�VKLIW�LQ�WKH�RSSRVLWH�GLUHFWLRQ��KRZHYHU��WRRN�SODFH�LQ�WKH�
VHFRQG�KDOI�RI�WKH�GHFDGH��LW�ZDV�SHUKDSV�JHQHUDWHG�E\�WKH�IHDU�WKDW�UHODWLYL]DWLRQ�ZDV�WKH�ILUVW�VWDJH�LQ�WKH�
HURVLRQ�RI�WKH�LGHRORJ\��DQG�WKDW�WKH�UHVXOWLQJ�HFXPHQLFDO�XQLW\�ZRXOG�EH�GHYRLG�RI�DQ\�SROLWLFDO�VXEVWDQFH��
&]HFKRVORYDN�SROLWLFDO�GHYHORSPHQWV�LQ������DQG�WKH�SHUVLVWHQW�&KLQHVH�FKDOOHQJH�ZHUH�LQ�DOO�SUREDELOLW\�WKH�
FDWDO\VWV�WKDW�SUHFLSLWDWHG�WKH�6RYLHW�OHDGHUV
�WXUQ�WRZDUG�VHFWDULDQLVP��WKH�UHDVVHUWLRQ�RI�WKH�DEVROXWH�XQLYHUVDOLW\�
RI�FHUWDLQ�FRPPRQ�ODZV��ODUJHO\�DV�GHILQHG�E\�WKH�6RYLHW�OHDGHUV�WKHPVHOYHV��7KH�LQHVFDSDEOH�SULFH�WKDW�KDG�WR�
EH�SDLG�ZDV�WKDW�WKRVH�FRPPXQLVW�SDUWLHV�WKDW�FRXOG�DVVHUW�WKHLU�RZQ�GLYHUJHQW�SRVLWLRQ�ZRXOG�GR�VR²DQG�ZRXOG�
KDYH�WR�GR�VR�LQ�WKH�FRQWH[W�RI�PXWXDO�LGHRORJLFDO�GHQXQFLDWLRQV��3DUWLFXODULVP��LQVWHDG�RI�EHLQJ�D�VWDJH�WRZDUG�
HFXPHQLVP��ZDV�WKXV�WUDQVODWHG�GXULQJ�WKH�����V�LQWR�WKH�IRXUWK�DQG�FXUUHQW�SKDVH� VHFWDULDQLVP��

&RPPXQLVW�XQLW\�DV�RI�WKH�HDUO\�����V�LV�WKXV�GHYRLG�RI�DQ\�VXEVWDQWLYH�PHDQLQJ���:HVWHUQ�FRPPXQLVW�
SDUWLHV�IRUWLI\�WKHLU�DSSHDOV�IRU�SRSXODU�VXSSRUW�E\�LQFUHDVLQJO\�GHQ\LQJ�WKDW�WKH�6RYLHW�8QLRQ�RIIHUV�D�UHOHYDQW�
PRGHO��,QGHHG��WKH�,WDOLDQ�DQG�)UHQFK�FRPPXQLVW�OHDGHUV�KDYH�FRPH�WR�UHDOL]H�WKDW�WKHLU�SDUWLHV�ZLOO�VXFFHHG�RQO\�
WR WKH�GHJUHH�WKDW�WKH\�VXFFHVVIXOO\�FRQYLQFH�WKH�YRWHUV�WKDW�D�)UHQFK�RU�DQ�,WDOLDQ�FRPPXQLVW�JRYHUQPHQW�ZRXOG�
EH�GLIIHUHQW�IURP�WKH�6RYLHW�PRGHO��'HVSLWH�SHUVLVWLQJ�6RYLHW�SUHVVXUHV��WKH�UXOLQJ�(DVWHUQ�(XURSHDQ�FRPPXQLVW�
SDUWLHV�FRQWLQXH�WR�PDNH�TXLHW�DGMXVWPHQWV�WR�GRPHVWLF�QHFHVVLWLHV��DQG�LQ�VR�GRLQJ�WKH\�LQFUHDVLQJO\�GLYHUJH�
IURP�WKH�6RYLHW�PRGHO��7KH�&KLQHVH�&RPPXQLVW�3DUW\�QRW�RQO\�SUDFWLFHV�LWV�RZQ�EUDQG�RI FRPPXQLVP�EXW�
H[SOLFLWO\�GHQLHV�WKDW�WKH�6RYLHW�SDUW\�LV�D�FRPPXQLVW�SDUW\²LQGHHG��LW�FKDUJHV�WKDW�WKH�6RYLHW�8QLRQ�LV�LQ�WKH�
SURFHVV�RI�UHVWRULQJ�FDSLWDOLVP��

7KH�6RYLHW�GHFLVLRQ�LQ������WR�VQXII�RXW�&]HFKRVORYDN�GHPRFUDWL]DWLRQ�ZDV�SDUWLFXODUO\�IDWHIXO�IRU�
LQWHUQDWLRQDO�FRPPXQLVP�+DG�WKH�6RYLHW�OHDGHUV�SHUPLWWHG�WKH�OLEHUDOL]DWLRQ�RI�WKH�HVVHQWLDOO\�6WDOLQLVW�PRGHO�RI�
WKH�&]HFKRVORYDN�FRPPXQLVW�VWDWH� D�PDMRU�DQG�YLWDOO\�LPSRUWDQW�VWHS�LQ�WKH�GHPRFUDWL]DWLRQ�RI�(XURSHDQ�
FRPPXQLVP�ZRXOG�KDYH�EHHQ�WDNHQ��7KH�GHPRFUDWL]DWLRQ�RI�&]HFKRVORYDNLD�ZRXOG�KDYH�VLJQLILFDQWO\�DIIHFWHG�
WKH�RWKHU�FRPPXQLVW�VWDWHV��LQFOXGLQJ�WKH�6RYLHW�8QLRQ��HYHQWXDOO\�JHQHUDWLQJ�VLPLODU�WHQGHQFLHV�ZLWKLQ�WKHP��
7KLV�ZDV�WKH�SULPDU\�UHDVRQ�IRU�WKH�6RYLHW�GHFLVLRQ�WR�LQWHUYHQH�LQ�&]HFKRVORYDNLD��5RJHU�*DUDXG\��D�PHPEHU�
RI�WKH�3ROLWEXUR�RI�WKH�)UHQFK�&RPPXQLVW�3DUW\�DW�WKH�WLPH��ZDV�FRUUHFW�LQ�VWDWLQJ�WKDW�WKH�6RYLHW�OHDGHUV�
LQVWLQFWLYHO\�IHDUHG�WKH�GHPRFUDWL]DWLRQ�RI�&]HFKRVORYDNLD�SUHFLVHO\�EHFDXVH�WKH\�KDYH�EHHQ�VR�FRPPLWWHG�WR�WKH�
6WDOLQLVW�PRGHO�RI�VRFLDOLVP�WKDW�DQ\�DWWHPSW�WR�DGMXVW�VRFLDOLVP�WR�WKH�FRQGLWLRQV�RI�PRUH�DGYDQFHG�VRFLHWLHV�KDV�
FRPH�WR�EH�YLHZHG�DV�D�PHQDFH�WR�VRFLDOLVP�LWVHOI��'HPRFUDWL]DWLRQ�ZHQW�DJDLQVW�WKH�JUDLQ�RI�WKHLU�HQWLUH�WUDLQLQJ�
DQG�RXWORRN��WKH�RFFXSDWLRQ�RI�&]HFKRVORYDNLD�ZDV�WKHUHIRUH�QRW�DQ�HUURU�EXW�D�ORJLFDO�FRQVHTXHQFH�RI�WKH�
6WDOLQLVW�V\VWHP�����

7KH�VSHFWDFOH�RI�D�GHPRFUDWLF�&]HFKRVORYDNLD��UXOHG E\�D�FRPPXQLVW�SDUW\�WROHUDQW�RI�LQGLYLGXDO�
IUHHGRP��IUHH�WUDYHO��VSHHFK��SUHVV���ZRXOG�KDYH�KDG�DQ�HQRUPRXV�LPSDFW�RQ�:HVWHUQ�FRPPXQLVW�SDUWLHV��,W�
ZRXOG�KDYH�HQFRXUDJHG�WKHVH�SDUWLHV�WR�HIIHFW�WKHLU�RZQ�LQWHUQDO�GHPRFUDWL]DWLRQ�PRUH�UDSLGO\��DQG�LW�ZRXOG�KDYH�
PDGH�WKHP�PRUH�DSSHDOLQJ�WR�WKHLU�QDWLRQDO�HOHFWRUDWHV��7KLV�ZRXOG�KDYH�PHDQW�D�PDMRU�WXUQLQJ�SRLQW�LQ�WKH�
KLVWRU\�RI�FRPPXQLVP�LWVHOI��,W�ZRXOG�KDYH�FUHDWHG�LQ�WKH�PRUH�DGYDQFHG�:HVW�D�GHPRFUDWL]LQJ�FRPPXQLVP�
SUHRFFXSLHG�ZLWK�KXPDQLVWLFDOO\�KDUQHVVLQJ�WKH�WHFKQHWURQLF�FKDOOHQJH��LW�ZRXOG�KDYH�OHG�WR�D�PLOLWDQW��PRUH�
UHYROXWLRQDU\�FRPPXQLVP��YLROHQWO\�UHDFWLQJ�DJDLQVW�WKH�EDFNZDUGQHVV�DQG�VRFLDO�LQDGHTXDF\�RI�WKH�FRQGLWLRQV�
SUHYDLOLQJ�LQ�WKH�7KLUG�:RUOG��8QZLOOLQJQHVV�WR�WROHUDWH�&]HFKRVORYDNLD�KDV�WKXV�PHDQW�QRW�RQO\�WKDW�WKH�6RYLHW�
8QLRQ�ZLOO�IRU�VRPH�WLPH�SHUVLVW�LQ�D�FRQJHDOHG��KLJKO\�EXUHDXFUDWL]HG�PROG��EXW�WKDW�WKHUH�ZLOO�EH�PDQ\�
VHFWDULDQ�FRPPXQLVPV��HDFK�FODLPLQJ�WKDW�LW�H[SUHVVHV�D�XQLYHUVDOO\�YDOLG�PHVVDJH����

$VVLPLODWHG�&RPPXQLVPV�
7KH ����V�DQG�WKH�����V�DUH�KHQFH�OLNHO\�WR�VHH�LQFUHDVLQJO\�GLYHUVLILHG�FRPPXQLVPV�PHUJLQJ�ZLWK�

�)DLOXUH�WR�SHUFHLYH�WKLV�UHDOLW\�VWLOO�SURPSWV�VRPH�:HVWHUQ�FRQVHUYDWLYH�VFKRODUV�WR�VSHDN�RI��WKH�IRUHLJQ�SROLF\�RI�FRPPXQLVP���DQG�WR�EH�
FULWLFDO�RI�WKH�YLHZ�WKDW�FRPPXQLVW�LGHRORJ\�LV�QR�ORQJHU�FDSDEOH�RI�PRELOL]LQJ�XQLILHG�JOREDO�VXSSRUW��6HH +DQV�0RUJHQWKDX��$�1HZ�
)RUHLJQ�3ROLF\�IRU�WKH�8QLWHG�6WDWHV� 1HZ�<RUN��������S������3UHVXPDEO\�IRU�WKH�VDPH�UHDVRQ��3URIHVVRU�0RUJHQWKDX�DUJXHG�LQ������WKDW�WKH�
9LHWQDP�ZDU�ZRXOG�EULQJ�WKH�6RYLHWV�DQG�WKH�&KLQHVH�WRJHWKHU��
�� 6RYLHW�VSRNHVPHQ�KDYH�RFFDVLRQDOO\�DUJXHG�WKDW�D�GHPRFUDWLF�&]HFKRVORYDNLD�ZRXOG�KDYH�FHDVHG�WR�EH�D�FRPPXQLVW�&]HFKRVORYDNLD��WKDW�
WKH�FRPPXQLVW�SDUW\�ZRXOG�KDYH�EHHQ�SXW�RXW�RI�SRZHU��7KLV�LV�GRXEWIXO��WKRXJK�LW�FDQQRW�EH�HLWKHU�SURYHQ�RU�GLVSURYHQ��1RQHWKHOHVV��LW�LV�
XQOLNHO\�WKDW�RWKHU�SROLWLFDO�SDUWLHV�FRXOG�KDYH�DFWXDOO\�DSSHDUHG�LQ�&]HFKRVORYDNLD��IRU�QHLWKHU�WKH�VRFLDO�EDVLV�QRU�WKH�SHUVRQQHO�IRU�WKHP�
DSSHDUV�WR�KDYH�H[LVWHG��,QGHHG��DV�RI������WKH�SUHGRPLQDQW�DWWLWXGH�DPRQJ�WKH�&]HFKV�DQG�6ORYDNV�ZDV�LQ�IDYRU�RI�ZRUNLQJ�ZLWKLQ�DQG�
WKURXJK�D�PRUH�GHPRFUDWLF��SOXUDOLVW�FRPPXQLVW�SDUW\�WKDW�ZRXOG�KDYH�EHHQ�FRPPXQLVW�ZLWKRXW�EHLQJ�/HQLQLVW�6WDOLQLVW��
7KH�6RYLHW�DUJXPHQW��KRZHYHU��LV�GHVHUYLQJ�RI�QRWH�EHFDXVH�LW�UHYHDOV�VRPHWKLQJ�HOVH��7KH�FKDUJH�LV�WDQWDPRXQW�WR�DQ�DGPLVVLRQ�WKDW�
GHPRFUDF\�DQG�WKH�6RYLHW�YHUVLRQ�RI�FRPPXQLVP�DUH�VWLOO�LQFRPSDWLEOH��,W�WKXV�UHIOHFWV�QRW�RQO\�D�GHHSO\�LQJUDLQHG�EXUHDXFUDWLF�VXVSLFLRQ�RI�
WKH�SRSXODU�ZLOO�EXW�WKH�SHUVLVWHQW�LQFDSDFLW\�RI�6RYLHW�FRPPXQLVW�RIILFLDOV�WR�UHODWH�PHDQLQJIXOO\�WR�WKH�FRQWHPSRUDU\�SUHRFFXSDWLRQ�ZLWK�
SROLWLFDO�DQG�VRFLDO�HTXDOLW\��WR�WKH�FRQWHPSRUDU\�VHDUFK�IRU�D�QHZ�KXPDQLVP�UHOHYDQW�WR�WKH��VFLHQWLILF�WHFKQRORJLFDO�UHYROXWLRQ���ZKLFK�
FRPPXQLVWV�WKHPVHOYHV�DGPLW�WKDW�WKH\�KDYH�WHQGHG�WR�QHJOHFW��VHH�S������ VXSUD��



�������

VSHFLILF�ORFDO�FRQGLWLRQV�ZKLOH�IDGLQJ�DV�SDUW�RI�DQ�LQWHUQDWLRQDO�PRYHPHQW�DQG�D�XQLYHUVDO�LGHRORJ\��,Q�(DVWHUQ�
(XURSH�WKLV�PLJKW�PHDQ�WKH�DSSHDUDQFH�RI�VRPH�UHJLPHV�WKDW�ZRXOG�PRUH�DSSURSULDWHO\�TXDOLI\�IRU�WKH�ODEHO�
�VRFLDO�IDVFLVW��WKDQ�FRPPXQLVW��WKDW�LV��UXOLQJ�SDUWLHV�WKDW�UHLQIRUFH�WKHLU�RZQ�GRJPDWLVP�E\�IRUFLQJ�IURP�WKHLU�
UDQNV�WKRVH�ZKR�LQ�DQ\�ZD\�WHQG�WR�GHYLDWH�IURP�WKH�QRUP��,QWHQVHO\�QDWLRQDOLVWLF��WKH�PLGGOH�DQG�XSSHU�HFKHORQV�
RI�WKHLU�HOLWH�ZRXOG�EH�FRPSRVHG�RI�VRFLDOO\�DQG�SROLWLFDOO\�FRQVHUYDWLYH�ILUVW�JHQHUDWLRQ�PLGGOH�FODVV�RIILFLDOV�
ZKR�KDYH�YDJXHO\�LQWHUQDOL]HG�WKH�RIILFLDO�LGHRORJ\²HVSHFLDOO\�WKH�EHOLHI�LQ�WKH�SDUDPRXQWF\�RI�WKH�VWDWH²�
UXOLQJ LQ�DQ�DOOLDQFH�ZLWK�DQ�LGHRORJLFDOO\�QHXWUDO��WHFKQRORJLFDOO\�H[SHUW�FODVV�GLVGDLQIXO�RI�WKH�PRUH��ROG��
IDVKLRQHG��LQWHOOHFWXDO�KXPDQLVWV��DQG�VXSSRUWHG�E\�WKH�PLOLWDU\��,Q�DGGLWLRQ�WR�WKH�6RYLHW�8QLRQ��(DVW�*HUPDQ\�
DQG�SHUKDSV�3RODQG�DQG�%XOJDULD�DUH�OLNHO\�WR�DSSUR[LPDWH�WKH�DERYH��VRFLDO�IDVFLVW��FDWHJRU\���

7KHVH�UHJLPHV��KRZHYHU��DUH�QRW�OLNHO\�WR�EH�VWDEOH��7KH�UXOLQJ�HOLWHV�VXIIHU�IURP�LQFUHDVLQJ�F\QLFLVP�
DQG�WHQG�WR�EH�PRUH�DQG�PRUH�IUDJPHQWHG��FOLTXHV��LQWULJXHV��DQG�SHUVRQDO�IHXGV�GRPLQDWH�WKH�LQWHUQDO�SROLWLFDO�
SURFHVVHV��ZKLFK�VWLOO�ODFN�GHILQHG�FRQVWLWXWLRQDO�SURFHGXUHV��6RFLHWLHV�DUH�EHFRPLQJ�PRUH�UHVWOHVV�XQGHU�H[LVWLQJ�
SROLWLFDO�UHVWUDLQWV�DQG�DUH�IHDUIXO�OHVW�WKHLU�V\VWHPV�SURYH�LQVXIILFLHQWO\�LQQRYDWLYH�LQ�WHFKQRORJLFDO�DUHDV��
0RUHRYHU��D QHZ�DQG�HYHU�ODUJHU�JHQHUDWLRQ�RI�VWXGHQWV�LV�EHJLQQLQJ�WR�OHDYH�WKH�XQLYHUVLWLHV�DQG�WR�OD\�FODLP�WR�
SRZHU��7KH�RXWEXUVWV�RI������DUH�OLNHO\�WR�EH�UHSHDWHG�LQ�WKH�����V��6KRXOG�WKH\�RFFXU�LQ�D�VHWWLQJ�LQ�ZKLFK�
:HVWHUQ�(XURSH�H[HUWV�D�VRFLDO�DWWUDFWLRQ�IRU�IUXVWUDWHG�(DVWHUQ�(XURSHDQV��DQG�LQ�ZKLFK�WKHUH�LV�SROLWLFDO�
ZHDNQHVV�DQG�GLYLVLRQ�LQ�0RVFRZ��WKH�QH[W�ZDYH�RI�(DVWHUQ�(XURSHDQ�XQUHVW�FRXOG�EH�H[SORVLYH�RQ�D�UHJLRQDO��
DQG�QRW�MXVW�QDWLRQDO��VFDOH��

,Q�<XJRVODYLD�WKH�PDLQ�VRXUFH�RI�XQFHUWDLQW\�IRU�WKH�IXWXUH�LV�WKH�SRVVLELOLW\�RI�GLVVHQVLRQ�DPRQJ�WKH�
YDULRXV�QDWLRQDOLWLHV��HVSHFLDOO\�DIWHU�7LWR
V�GHDWK��7KDW�GLVVHQVLRQ�FRXOG�OHDG�WR�D�PLOLWDU\�FRXS�GHVLJQHG�WR�
SUHVHUYH�WKH�VWDWH��DQG�6RYLHW�OHDGHUVKLS�ZRXOG�WKHQ�EH�OLNHO\�WR�PDNH�D�PDMRU�HIIRUW�WR�LPSURYH�UHODWLRQV�ZLWK�
VXFK�D�SUDHWRULDQ�<XJRVODY�UHJLPH��,I�WKDW�GDQJHU²ZKLFK�LV�TXLWH�UHDO ²LV�VXUPRXQWHG�E\�D�FRPELQDWLRQ�RI�
SROLWLFDO�VNLOO�DQG�FRQWLQXHG�HFRQRPLF�JURZWK��<XJRVODYLD�ZLOO�FRQWLQXH�WR�HYROYH�WRZDUG�D�PRUH�SOXUDOLVW�
SDWWHUQ�DQG�WR�FXOWLYDWH�FORVHU�FRQWDFWV�ZLWK�WKH�:HVW²QR�GRXEW�LQFOXGLQJ�VRPHWKLQJ�OLNH�DVVRFLDWH�VWDWXV�LQ�WKH�
(XURSHDQ�&RPPRQ�0DUNHW��,W�PD\�HYHQ�EHJLQ�WR�H[SHULPHQW�ZLWK�PXOWL�SDUW\�HOHFWLRQV��DQG�LW�LV�OLNHO\�WR�EH�OHVV�
DQG�OHVV�GRFWULQDLUH�DERXW�WKH�FODVVLFDO�LVVXH�RI VWDWH�YHUVXV�SULYDWH�RZQHUVKLS����<XJRVODY�WKHRUHWLFLDQV�KDYH�
DOUHDG\�DUJXHG�SXEOLFO\�WKDW�D�PXOWLSDUW\�V\VWHP�LV�D�QHFHVVDU\�PHFKDQLVP�IRU�DYRLGLQJ�WKH�SROLWLFDO�
GHJHQHUDWLRQ�LQKHUHQW�LQ�WKH�FRPPXQLVW�SDUW\�SRZHU�PRQRSRO\��7KH\�KDYH�ZDUQHG�WKDW��QRWKLQJ�LV�VR�LUUDWLRQDO�
DV�D�FORVHG�UDWLRQDO�V\VWHP�ZKLFK�GRHV�QRW�DOORZ�RWKHU�LGHDV�DQG�FRQWUDU\�YLHZV�WR�OLYH��ZKLFK�GRHV�QRW�SHUPLW�
DQ\�LQWHOOHFWXDO�XQUHVW������

7KH�H[DPSOH�SURYLGHG�E\�VXFK�D�<XJRVODYLD�ZRXOG�EH�DWWUDFWLYH�WR�WKH�PRUH�GHYHORSHG�(DVWHUQ�
(XURSHDQ�VWDWHV� VXFK�DV�&]HFKRVORYDNLD�DQG�+XQJDU\��DQG�HYHQWXDOO\�WR�WKH�FXUUHQWO\�PRVW�LQGHSHQGHQW�PLQGHG�
PHPEHU�RI�WKH�(DVWHUQ�EORF��5XPDQLD��7KH�IRUPHU�DUH�OLNHO\�WR�FRQWLQXH�TXLHWO\�SXUVXLQJ�WKH�URDG�RI�GHPRF��
UDWL]DWLRQ�IURP�ZLWKLQ��HYHQWXDOO\�KHDGLQJ�WRZDUG�LQGHSHQGHQFH��5XPDQLD�LV�OLNHO\�WR�FRQVROLGDWH�LWV�
LQGHSHQGHQFH�E\�LQFUHDVLQJ�WKH�VFRSH�RI�SRSXODU�SDUWLFLSDWLRQ�LQ�WKH�FRXQWU\
V�VRFLDO�DQG�SROLWLFDO�OLIH��$OO�WKUHH�
FRXQWULHV�LQFUHDVLQJO\�DSSUHFLDWH�WKH�GHVLUDELOLW\�RI�VXEVWLWXWLQJ�D�PL[HG�HFRQRP\�IRU�WKH�KLJKO\�FHQWUDOL]HG�
6RYLHW�PRGHO��0RUHRYHU��&]HFKRVORYDN�VRFLRORJLVWV�KDYH�UHFHQWO\�EHHQ�GUDZLQJ�DWWHQWLRQ�WR�WKH�WUDQVIRUPDWLRQ�
RI�WKHLU�RZQ�VRFLHW\�LQWR�RQH�LQ�ZKLFK�WKH�LQWHOOLJHQWVLD���WKH�IDVWHVW�JURZLQJ�JURXS�LQ�VRFLHW\���LV�SOD\LQJ�WKH�
GHFLVLYH�UROH��,Q�WKHLU�YLHZ��WKLV�QHFHVVDULO\�FRPSHOV�D�UHGHILQLWLRQ�RI�WKH�FRQFHSW�RI��WKH�GLFWDWRUVKLS�RI�WKH�
SUROHWDULDW������+XQJDULDQ�VRFLRORJLVWV��GLVFXVVLQJ�WKH�LPSOLFDWLRQV�RI�WKH�LQFUHDVLQJO\�GHFHQWUDOL]HG�+XQJDULDQ�
HFRQRPLF�PRGHO�DQG�RI�D�VLPLODU�LQFUHDVH�LQ�WKH�+XQJDULDQ�LQWHOOLJHQWVLD��KDYH�DOVR�FDOOHG�IRU�D�UHGHILQLWLRQ�RI�
VRFLDOLVP�LQ�WKH�GLUHFWLRQ�RI��FRPSUHKHQVLYH�VRFLDO�UHIRUPV��LQFOXGLQJ�EURDG�VHFWLRQV�RI�VRFLDO�OLIH��SROLWLFDO�DQG�
FXOWXUDO�DV�ZHOO�������

0RUHRYHU��WKH�(DVWHUQ�(XURSHDQ�VWDWHV�IHDU�WKDW�VFLHQWLILF�REVROHVFHQFH�PD\�EH�WKH�SULFH�WKDW�WKH\�ZLOO�
KDYH�WR�SD\�IRU�UHPDLQLQJ�WRR�FORVHO\�DVVRFLDWHG�ZLWK�DQ�(DVWHUQ�EORF�DQG�IRU�EHLQJ�FXW�RII�IURP�H[WHQVLYH�
FRQWDFWV�ZLWK�WKH�:HVW�����7KHVH�IHDUV�DUH�QRW�JURXQGOHVV��6HH�7DEOH������7KLV�IHDU�LV�VKDUHG�HYHQ�E\�(DVW�*HU��
PDQ\��ZKRVH�WHFKQRORJLFDO�GHYHORSPHQW�LV�LQFUHDVLQJO\�WXUQLQJ�LW�WRZDUG�:HVWHUQ�PDUNHWV��ZLWK�WKH�UHVXOW�WKDW�
WKH�UHJLPH
V�WHFKQRORJLFDO�VXFFHVV�LV�LQ�WHQVLRQ�ZLWK�LWV�SROLWLFDO�RULHQWDWLRQ��

,Q�WKH�:HVW�WKH�EXUHDXFUDWL]HG�DQG�LGHRORJLFDOO\�VWHULOH�FRPPXQLVP�RI�WKH�6WDOLQLVW�YDULHW\�LV�OLNHO\�WR�
FRQWLQXH�WR�IDGH�LQ�

7$%/(����� ,19(17,216�5(*,67(5('�3(5�������� ,1+$%,7$176��������
&RXQWU\� 1R��RI�,QYHQWLRQV�
%HOJLXP� ����
$XVWULD� ����
'HQPDUN� ����
1RUZD\� ����

� ,W�LV�LQWHUHVWLQJ�DQG�UHOHYDQW�WR�QRWH�KHUH�WKDW�&HQWUDO�(XURSHDQ�IDVFLVP�ZDV�SULPDULO\�DQ�XUEDQ�GHYHORSPHQW��)RU�H[DPSOH��LQ����������SHU�
FHQW�RI�WKH�PHPEHUV�RI�WKH�+XQJDULDQ�$UURZ�&URVV�SDUW\�ZHUH�LQGXVWULDO�ZRUNHUV�����SHU�FHQW�ZHUH�SURIHVVLRQDO�DQG�VHOI�HPSOR\HG�SHRSOH��
DQG�RQO\���SHU�FHQW�ZHUH�SHDVDQWV��$W�WKH�VDPH�WLPH�VOLJKWO\�RYHU�KDOI�WKH�SRSXODWLRQ�ZDV�SHDVDQW��,VWYDQ�'HDN���+XQJDU\���LQ 7KH�(XURSHDQ�
5LJKW� (XJHQH�:HEHU�DQG�+DQV�5RJJHU��HGV���%HUNHOH\��������SS����������
��,Q�WKH�PRUH�GHYHORSHG�SDUWV�RI�<XJRVODYLD�WKHUH�LV�DOUHDG\�VWURQJ�VHQWLPHQW�RQ�EHKDOI�RI�ZLGHQLQJ�WKH�SULYDWH�VHFWRU�LQ�WKH�HFRQRP\��7KH�
JURXS�ZLWK�WKH�VWURQJHVW�DQWL�SULYDWH�SURSHUW\�IHHOLQJV�LV�WKDW�RI�WKH�ZKLWH�FROODU�ZRUNHUV�ZLWK�WKH�OHDVW�HGXFDWLRQ��VHH�WKH�SXEOLF�RSLQLRQ�SROO�
SXEOLVKHG�LQ�WKH�=DJUHE 9MHVQLN��'HFHPEHU�����������



�������

&]HFKRVORYDNLD� ���
+XQJDU\� ���
3RODQG� ���
5XPDQLD� ��
6RXUFH��%XUNV��7HFKQRORJLFDO�,QQRYDWLRQ�DQG�3ROLWLFDO�&KDQJH�LQ�&RPPXQLVW�(DVWHUQ�(XURSH� S������

VRFLR�SROLWLFDO�UHOHYDQFH��7KH�UHYROXWLRQDU\�VWDQGDUG�KDV�DOUHDG\�SDVVHG�LQWR�WKH�KDQGV�RI�PRUH�LGHRORJLFDOO\�
YRODWLOH�DQG�DFWLYLVW�JURXSV��DV�D�UHVXOW��WKH�HVWDEOLVKHG�FRPPXQLVW�SDUWLHV�DUH�OLNHO\�WR�VHHN�SROLWLFDO�UHOHYDQFH�E\�
PLQLPL]LQJ�WKHLU�RUWKRGR[\�DQG�HPSKDVL]LQJ�WKHLU�DFFHSWDQFH�RI�FRQVWLWXWLRQDO�SURFHGXUHV���7KHLU�IXQGDPHQWDO�
SUREOHP�LV�OLNHO\�WR�FRQWLQXH WR�EH�WKDW�WKH\�KDYH�QR�DWWUDFWLYH�PRGHO�RI�D�PRGHUQ�KLJKO\�VRSKLVWLFDWHG�DQG�
SOXUDOLVW�FRPPXQLVW�SRZHU�WR�RIIHU�DV�DQ�H[DPSOH�WR�WKHLU�HOHFWRUDWHV��LQ�DGGLWLRQ��WKH�VLJQLILFDQFH�RI�WKHLU�
SURJUDPPDWLF�PHVVDJH�LV�IXUWKHU�UHGXFHG�E\�WKH�IDFW�WKDW�WKH�:HVW�KDV�SUHFHGHG�WKH�FRPPXQLVW�VWDWHV�LQ�
H[SHULHQFLQJ�WKH�VRFLDO�DQG�WHFKQRORJLFDO�UHYROXWLRQ��

7KXV��ERWK�LQ�RUGHU�WR�H[SORLW�WKH�WHQVLRQV�FRQQHFWHG�ZLWK�WKH�WUDQVLWLRQ�IURP�WKH�LQGXVWULDO�WR�WKH�
WHFKQHWURQLF�VRFLHW\�DQG�WR SURYLGH�WKH�EDVLV�IRU�HIIHFWLYH�SROLWLFDO�DFWLRQ��WKH�)UHQFK�DQG�WKH�,WDOLDQ�FRPPXQLVW�
SDUWLHV�KDYH�EHHQ�IRUFHG�LQ�GLOXWH�WKHLU�RUWKRGR[\��6RPH�RI�WKHLU�WKHRUHWLFLDQV�KDYH�DOUHDG\�HPSKDVL]HG�WKH�QHHG�
WR�UHGHILQH�WKH�FRPPXQLVW�SDUW\�DV�DQ�DOWRJHWKHU�QHZ�SDUW\�WKDW�ZRXOG�LQFOXGH�WKH�HQWLUH�OHIW��WKDW�ZRXOG�QRW�EH�
LGHRORJLFDO�LQ�WKH�VWULFW�VHQVH�RI�WKH�ZRUG��DQG�WKDW�ZRXOG�FHUWDLQO\�QRW�EH�/HQLQLVW�LQ�LWV�EXUHDXFUDWLF�VWUXFWXUH��
7R�WKH�H[WHQW�WKDW�WKHVH�UHIRUPLVWV�KDYH�EHHQ�WKZDUWHG�E\�FRQVHUYDWLYH�SDUW\�OHDGHUV��WKH�FRPPXQLVW�SDUWLHV�LQ�
WKH�:HVW�UHPDLQ�ERWK�VHFWDULDQ�DQG�SROLWLFDOO\�LVRODWHG��WR�WKH�H[WHQW�WKDW�WKH�UHIRUPLVWV�KDYH�VXFFHHGHG�LQ�
JDLQLQJ�VXSSRUW��WKH�FRPPXQLVW�SDUWLHV�LQ�WKH�:HVW�KDYH�PRYHG�WRZDUG�GLOXWLQJ�WKHLU�QLQHWHHQWK�FHQWXU\�
LGHRORJLFDO�WUDGLWLRQ�RI�GRJPDWLF��LQWHJUDWHG� DQG H[FOXVLYLVW�JUDQG�YLVLRQV����7KHVH�YLVLRQV�FDQ�QR�ORQJHU�
HQFRPSDVV�HLWKHU�WKH�QHZ�VFLHQWLILF�UHYROXWLRQ�RU�WKH�UHYROXWLRQV�RI�WKH�VWXGHQWV�DQG�LQWHOOHFWXDOV��ZKR�KDYH�
UHSODFHG�WKH�FRPPXQLVWV�DV�WKH�DQWL�HVWDEOLVKPHQWDULDQV�RI�RXU�WLPH��:KDWHYHU�WKH�UHVSRQVH��WKH�EDVLF�IDFW�
UHPDLQV�WKDW�LQ�WKH�:HVW�WKH�FRPPXQLVW�SDUWLHV�DUH�QR�ORQJHU�HLWKHU�LQQRYDWLYH�RU�UHYROXWLRQDU\��

&KLQD�DQG�*OREDO�5HYROXWLRQ�
7KRXJK�LW�FDPH�WRR�ODWH�LQ�WKH�:HVW��FRPPXQLVP�KDV�FRPH�WRR�HDUO\�IRU�WKH�(DVW��RU��PRUH�JHQHUDOO\��

IRU�WKH�7KLUG :RUOG�DV�D ZKROH��,QVWHDG�RI�EHLQJ�WKH�LQWHUQDWLRQDOL]LQJ�DQG�KXPDQL]LQJ�IRUFH�WKDW�0DU[�
FRQFHLYHG�VRFLDOLVP�WR�EH��FRPPXQLVP�LQ�WKH�(DVW�LV�DW�EHVW�DQ�LQVSLUDWLRQ�IRU�LQWHQVHO\�QDWLRQDOLVWLF�
PRGHUQL]DWLRQ�RU�RI�UHYROXWLRQDU\�UHVLVWDQFH�WR�VRFLDO�H[SORLWDWLRQ��DW�ZRUVW��LW�LV�WKH�EDVLV�IRU�GHVSRWLF�IDQDWLFLVP�
DQG�PDVVLYH�RSSUHVVLRQ��$V�LQ�WKH�:HVW��FRPPXQLVP
V�YLUWXHV�KDYH�PRUH�RIWHQ�EHHQ�GHPRQVWUDWHG�ZKHQ�LW�KDV�
EHHQ�RXW�RI�SRZHU�DQG�KDV�DFWHG�DV�D�FDWDO\VW�LQ�WKH�VWUXJJOH�DJDLQVW�LQHTXDOLW\��VRFLDO�LQMXVWLFH��RU�IRUHLJQ�GRP��
LQDWLRQ��,Q�SRZHU��LW�KDV�WHQGHG�WR�EHFRPH�H[WUHPHO\�RSSUHVVLYH��IDQDWLFDO��DQG�LQWHQVHO\�QDWLRQDOLVWLF��

&RPPXQLVP�LQ�WKH�(DVW��HYHQ�PRUH�WKDQ�LQ�WKH�:HVW��KDV�EHHQ�D�SDUWLFXODUO\�LPSRUWDQW�IRUFH�LQ�
VWLPXODWLQJ�SRSXOLVW�QDWLRQDOLVP��7KLV�LV�TXLWH�XQGHUVWDQGDEOH��&RPPXQLVP�FDPH�WR�WKH�7KLUG�:RUOG�PDVVHV�
EHIRUH�WKHLU�SROLWLFDO�DZDNHQLQJ��DQG�LW�KDV�VXFFHHGHG�RQO\�ZKHUH�LW�KDV�EHFRPH�ERWK�WKH�H[WHUQDO�H[SUHVVLRQ�DQG�
WKH�LQWHUQDO�FRQWHQW�RI�WKH�QHZ�VHQVH�RI�QDWLRQDO�LGHQWLW\��)RFXVLQJ�RQ�LQGXVWULDOL]DWLRQ�DV�WKH�ZD\�LQ�ZKLFK�WR�
IXOILOO�SRSXODU�DVSLUDWLRQV�RQ�ERWK�H[WHUQDO�DQG�GRPHVWLF�OHYHOV��FRPPXQLVP�JDOYDQL]HG�IHHOLQJV�RI�LQIHULRULW\�
WRZDUG�WKH�PRUH�DGYDQFHG�:HVW��,QGHHG��EHFDXVH�RI�WKLV��FRPPXQLVP�LQ�WKH�7KLUG�:RUOG�KDV�EHHQ�HVSHFLDOO\�
YXOQHUDEOH�WR�WKH�UDFLVP�WKDW²JLYHQ�WKH�ELWWHU�OHJDF\�RI�WKH�ZKLWH�PDQ
V�LPSHULDOLVP²LQHYLWDEO\�LQIHFWHG�WKH�
QHZ�QDWLRQDOLVP�����5DFLVP��KRZHYHU��LV�RQH�RI�WKH�PRVW�SULPLWLYH�DQG�LUUDWLRQDO�VRXUFHV�RI�PRWLYDWLRQ��DQG�D�
FRPPXQLVW�LGHRORJ\�UHLQIRUFHG�E\�LW²ZKHWKHU�LQ�$VLD�RU�LQ�$IULFD²FDQQRW�KHOS�EXW�EH�GHSULYHG�RI�ERWK�LWV�
XQLYHUVDOLW\�DQG�LWV�UDWLRQDOLW\��

$Q�DOWRJHWKHU�GLIIHUHQW�FKDOOHQJH�WR�FRPPXQLVP
V�LGHRORJLFDO�DQG�LQVWLWXWLRQDO�JOREDO�UHOHYDQFH�KDV�
EHHQ�SRVHG�E\�WKH�YLFWRU\�RI�&KLQHVH�FRPPXQLVP��&KLQHVH�FRPPXQLVP�KDV�QRW�RQO\�SDUDOOHOHG�WKH�FODLP�RI�
6RYLHW�FRPPXQLVP�WR�EH WKH SXUH�FRPPXQLVP�RI�RXU�WLPH��EXW�KDV�EHHQ�ZLOOLQJ�WR�EDFN�LWV�FODLP�ZLWK�GRPHVWLF�
UHYROXWLRQDU\�DFWLRQ��7KH��&XOWXUDO�5HYROXWLRQ��RI�WKH�ODWH�����V��ZKLFK�IROORZHG�E\�D�IHZ�\HDUV�WKH��*UHDW�
/HDS�)RUZDUG��RI�WKH�ODWH�����V��ZDV�GHVLJQHG�WR�RYHUFRPH�WKH�UXOLQJ�SDUW\
V�GDQJHURXV�WHQGHQF\�WRZDUG�
EXUHDXFUDWLF�VWDJQDWLRQ�DQG�LGHRORJLFDO�SHWULIDFWLRQ��7KH�&KLQHVH�KDYH�H[SOLFLWO\�VWDWHG�WKDW��LQ�WKHLU�YLHZ��WKH�
6RYLHW�SDUW\�KDG�DOUHDG\�EHFRPH�D�YLFWLP�RI�VXFK�SHWULIDFWLRQ��7KH�&XOWXUDO�5HYROXWLRQ��WKH�LQWHOOHFWXDO�
HTXLYDOHQW�RI�WKH�VRFLRHFRQRPLF�VKDNH�XS�HIIHFWHG�E\�WKH�*UHDW�/HDS�)RUZDUG��ZDV�GHVLJQHG�WR�EH�WKH�LQWHUQDO��

�2U�HYHQ�SDUWLFLSDWLRQ�LQ�WKHLU�QDWLRQDO�HVWDEOLVKPHQWV��$�PRYLQJ�DFFRXQW�RI�WKH�HIIRUWV�RI�D�GHYRWHG�FRPPXQLVW�PLOLWDQW�WR�DURXVH�KHU�
SDUW\
V�RIILFLDOV�WR�WKH�SOLJKW�RI�WKH�1HDSROLWDQ�PDVVHV�DQG�WR�VWLPXODWH D�PRUH�UHYROXWLRQDU\�DWWLWXGH�LQ�WKHP�LV�SURYLGHG�E\�0��$��
0DFFLRFFKL��/HWWHUH�GDOO
LQWHUQR�GHO�3&,�D�/RXLV�$OWKXVVHU�0LODQ��������,Q�KHU�GLDU\�VKH�GHVFULEHV�KHU�HIIRUWV�WR�JDLQ�WKH�FRQILGHQFH�RI�WKH�
ZRUNHUV�DQG²HYHQ�PRUH�IXWLOH²WR�PDNH�GLH�SDUW\�EXUHDXFUDWV�PRUH�VHQVLWLYH�WR�WKH�ZRUNHUV
�DE\VPDO�FRQGLWLRQV��
��7KH�ILUVW�VLWXDWLRQ�KDV�EHHQ�PRUH�WUXH�RI�WKH�)UHQFK�&RPPXQLVW�3DUW\��DQG�*HRUJH�/LFKWOLHLP�ZDV�TXLWH�FRUUHFW�LQ�VWDWLQJ�WKDW��LI�WKH�UROH�RI�
0DU[LVW�GRFWULQH�LQ�FRQWHPSRUDU\�)UDQFH�FDQ�EH�UHGXFHG�WR�D�IRUPXOD��LW�PD\�EH�VXPPHG�XS�E\�VD\LQJ�WKDW�IURP�WKH�YLVLRQ�RI�D�UHYROXWLRQDU\�
IXWXUH�LW�KDV�WXUQHG�LQWR�WKH�FULWLFDO�FRQWHPSODWLRQ�RI DQ�HWHUQDO�DQG�VHHPLQJO\�XQFKDQJHDEOH�SUHVHQW���*HRUJH�/LFKWKHLP��0DU[LVP�LQ�
0RGHUQ�)UDQFH� D�VWXG\�E\�WKH�5HVHDUFK ,QVWLWXWH�RQ�&RPPXQLVW�$IIDLUV��1HZ�<RUN��������S��������7KH�VHFRQG�VLWXDWLRQ�LV�PRUH�DSSOLFDEOH�
WR�WKH�,WDOLDQ�SDUW\��LQ�ZKLFK�WKH�PRVW�H[SOLFLW�FRQFHSW�RI�WKH�QHZ�EURDG�SDUW\�ZDV�GHYHORSHG�E\�RQH�RI�LWV�WKHRUHWLFLDQV��*��$PHQGROD��LQ�D�
VHULHV�RI�DUWLFOHV SXEOLVKHG�LQ�WKH�IDOO�RI������LQ�WKH�WKHRUHWLFDO�MRXUQDO�RI�WKH�,WDOLDQ�&RPPXQLVW�3DUW\��5LQDVFLWD� ,Q�WKHVH�DUWLFOHV�KH�FDOOHG�
IRU�WKH�FUHDWLRQ�RI�D�VLQJOH�SDUW\�RI�WKH�OHIW��ZKLFK�ZRXOG�EH�QHLWKHU�FRPPXQLVW�QRU�VRFLDO�GHPRFUDWLF��QHLWKHU�VKDFNOHG�E\�LGHRORJ\�QRU�
GRPLQDWHG�E\�WKH�SDUW\�FDGUHV�
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GRPHVWLF�H[SUHVVLRQ�RI�WKH�OLYLQJ�DQG�FRQWLQXLQJ�UHYROXWLRQ��,WV�RYHU�DOO�HIIHFW��KRZHYHU��ZDV�WR�GR�WR�WKH�
&KLQHVH�&RPPXQLVW�3DUW\�ZKDW�.KUXVKFKHY
V�DERUWHG�UHIRUPV�RI������DOPRVW�GLG�WR�WKH�6RYLHW�SDUW\��WR�
WKRURXJKO\�GLVRUJDQL]H�LW��DQG��ZLWK�LW��WKH�&KLQHVH�HFRQRP\�DV�ZHOO�����

%\�GHQLJUDWLQJ�WKH�SDUW\�DQG�E\�VLPXOWDQHRXVO\�HOHYDWLQJ�0DR�7VH�WXQJ
V�SHUVRQDO�UXOH�DQG�UROH��
&KLQHVH�FRPPXQLVP�LQHYLWDEO\�VHSDUDWHG�LWVHOI�IURP�WKH�WUDGLWLRQDO�FRPPXQLVW�PDLQVWUHDP²LQ�VSLWH�RI�WKH�
&KLQHVH�WKHRU\�WKDW�WKH�JHRJUDSKLF�YRUWH[�RI�UHYROXWLRQDU\�OHDGHUVKLS�KDV�RYHU�WKH�\HDUV�VKLIWHG�IURP�)UDQFH�WR�
*HUPDQ\�WR�5XVVLD�DQG�QRZ�WR�&KLQD��0RUHRYHU��XQOLNH�6WDOLQ��ZKRVH�UROH�LQ�WKH�LQWHUQDWLRQDO�FRPPXQLVW�
PRYHPHQW�ZDV�UHLQIRUFHG�E\�D�WRZHULQJ�SHUVRQDO�VWDQGLQJ�DQG�E\�OHDGHUVKLS�RI�WKH�RQO\�FRPPXQLVW�SDUW\�LQ�
SRZHU��0DR�ZDV�IDFHG�E\�D�QXPEHU�RI�RWKHU�UXOLQJ�FRPPXQLVW�SDUWLHV��DOO�GLVSXWLQJ�KLV�FODLP�WR�RUWKRGR[\�DQG�
DOO�HDJHU�WR�SRLQW�RXW�KLV�GRFWULQDO�HUURUV��7KH�HIIHFW�ZDV�WR�ZHDNHQ�&KLQD
V�LQWHUQDWLRQDO�FODLP�WR�LGHRORJLFDO�
XQLYHUVDOLW\�DQG�WR�WDUQLVK�ERWK�WKH�UHYROXWLRQDU\�SUHVWLJH�RI�WKH�&KLQHVH�FRPPXQLVWV�DQG�WKHLU�XQGHQLDEO\�
LPSUHVVLYH�DFKLHYHPHQWV�LQ�WKH�VWUXJJOH�WR�RYHUFRPH�&KLQD
V�EDFNZDUGQHVV�����

&KLQD
V�FDSDFLW\�WR�VHUYH�DV�D�PRGHO�RI�FRPPXQLVP�ZDV�IXUWKHU�FRPSOLFDWHG�E\�WKH�XQLTXH�FKDUDFWHU�RI�
&KLQD�LWVHOI��7KH�&KLQHVH�FRPPXQLVWV�FDPH�WR�SRZHU�QRW�LQ�D�VLQJOH�FRXQWU\�EXW�LQ�D�YDVW�VRFLHW\�WKDW�UHSUHVHQWV�
D�FRPSUHKHQVLYH�DQG�VRSKLVWLFDWHG�FLYLOL]DWLRQ��1RW�RQO\�LV�WKDW�FLYLOL]DWLRQ�KLJKO\�GLVWLQFWLYH�EXW�LW�KDV�IRU�D�
ORQJ�WLPH�KDG�LWV�RZQ�FRQFHSW�RI�D�ZRUOG�RUGHU�LQ�ZKLFK�&KLQD�LV�WKH�WUDGLWLRQDO�FHQWHU��7KRXJK�WKH�KLVWRULFDO�DQG�
XQLYHUVDO�FDWHJRULHV�RI�0DU[LVW�WKRXJKW�KDYH�EHHQ�DVVLPLODWHG�LQWR�WKDW�&KLQHVH�IUDPHZRUN�DQG�EHFRPH�DQ�
H[WHQVLRQ�RI�LW��WKH�FXOWXUDO��OLQJXLVWLF��DQG�UDFLDO�GLVWLQFWLYHQHVV�RI�WKH�&KLQHVH�KDV�DXWRPDWLFDOO\�PDGH�WKHLU�
FRPPXQLVP�PXFK�PRUH�GLIILFXOW�WR�H[SRUW�RU�HPXODWH��

0RUHRYHU��XQOLNH�WKH�5XVVLDQV��ZKR�KDYH�RIWHQ�UHIHUUHG�WR�0RVFRZ�DV�WKH��7KLUG�5RPH���WKH�&KLQHVH�
KDYH�WUDGLWLRQDOO\�GLVSOD\HG�QR�LQWHQVH�PLVVLRQDU\�]HDO��(IIHFWLYH�SHUIRUPDQFH�LQ�WKH�PLVVLRQDU\�UROH�UHTXLUHV��LQ�
DGGLWLRQ�WR�SHUVRQDO�LQFOLQDWLRQ��VRPH�FXOWXUDO��SKLORVRSKLF��DQG�HYHQ�HWKQLF�NLQVKLS��WR�VD\�QRWKLQJ�RI�D�
SURVHO\WL]LQJ�WUDGLWLRQ��,W�LV�QR�DFFLGHQW�WKDW��GHVSLWH�LWV�PLVVLRQDU\�]HDO��(XURSHDQ�EDVHG�&KULVWLDQLW\�ZDV�PXFK�
OHVV�VXFFHVVIXO�LQ�LWV�HIIRUWV�WR�VSUHDG�WR�$VLD�WKDQ�ZDV�WKH�(DVW
V�0LGGOH�,VODP��3HUKDSV�D�UDFLDO�DSSHDO²�
H[SOLFLWO\�EDVHG�RQ�FRORU�DQG�LGHRORJLFDOO\�OHJLWLPL]HG�E\�WKH�LGHQWLILFDWLRQ�RI�WKH�ZKLWH�PDQ�ZLWK�LPSHULDOLVP²�
PD\�FUHDWH�D�EULGJH�EHWZHHQ�&KLQHVH�SURVHO\WL]HUV�DQG�IRUHLJQ�PDVVHV��EXW�HYHQ�WKDW�DSSHDO�LV�PRUH�OLNHO\�WR�EH�
HIIHFWLYH�LQ�DUHDV�VXIILFLHQWO\�GLVWDQW�IURP�&KLQD�QRW�WR�EH�IHDUIXO�RI�&KLQHVH�QDWLRQDOLVP�DQG�&KLQD
V�FXOWXUDO�
KHJHPRQ\��+HQFH�$IULFD��UDWKHU�WKDQ�$VLD��PD\�EH�D�PRUH�SURPLVLQJ�ORQJ�UDQJH�&KLQHVH�WDUJHW��

7KHVH�FRQVLGHUDWLRQV�SURYLGH�VRPH�FOXHV�WR�WKH�SUREDEOH�OLPLWV�RI�&KLQD
V�UHYROXWLRQDU\�ZRUOG�UROH��
1HLWKHU�&KLQHVH�YHUEDO�H[WUHPLVP�QRU�HYHQ�&KLQD
V�FUDVK�SURJUDP�WR�HVWDEOLVK�D�QXFOHDU�DUVHQDO��WKH�ROG�TXHVWLRQ�
RI�LQWHQWLRQV�RU�FDSDELOLWLHV��LV�DV�LPSRUWDQW�DV�WKH�IDFW�WKDW�&KLQD�KDV�EHFRPH�D�VRPHZKDW�VHOI�FRQWDLQHG�
FLYLOL]DWLRQ�QDWLRQ�VWDWH��&KLQD
V�SRZHU�ZLOO�SUREDEO\�JURZ�LQ�WKH�\HDUV�WR�FRPH��DQG�ZLWK�LW�&KLQD
V�FDSDFLW\�WR�
WKUHDWHQ�LWV�QHLJKERUV�DQG�HYHQWXDOO\�HYHQ�WKH�8QLWHG�6WDWHV�RU�WKH�6RYLHW�8QLRQ�����%XW�LW�GRHV�QRW�IROORZ�WKDW�
&KLQD�ZLOO�WKHUHIRUH�EHFRPH�DQ�DFWLYLVW�GLUHFWRU�RI�PLOLWDQW�DQG�JOREDOO\�UHOHYDQW�UHYROXWLRQDU\�SURFHVVHV��2Q�WKH�
FRQWUDU\��DV�PHPRULHV�RI�&KLQHVH�UHYROXWLRQDU\�DFKLHYHPHQWV�JUDGXDOO\�UHFHGH�LQWR�WKH SDVW��&KLQD�ZLOO�ILQG�LW�
PRUH�DQG�PRUH�GLIILFXOW�WR�SUHVHQW�LWVHOI�DV�WKH�KLVWRULFDOO\�UHOHYDQW�UHYROXWLRQDU\�PRGHO��&KLQD
V�DLG�ZLOO�EH�
DFFHSWHG�E\�QHHG\�UHYROXWLRQDULHV��EXW�LW�ZLOO�SUREDEO\�EHFRPH�PRUH�UDWKHU�WKDQ�OHVV�GLIILFXOW�IRU�WKH�&KLQHVH�WR�
FRQYLQFH�WKH�UHFLSLHQWV�RI�VXFK�DLG�WKDW�&KLQD�KDV�D�XQLYHUVDO�PLVVLRQ��

1RU�LV�LW�FHUWDLQ��DV�KDV�EHHQ�RFFDVLRQDOO\�DUJXHG��WKDW�LQ�WKH�\HDUV�WR�FRPH�FRPPXQLVP�ZLOO�RIIHU�WR�WKH�
7KLUG�:RUOG�DQ�DWWUDFWLYH�PRGHO�FRPELQLQJ�VXVWDLQHG�HFRQRPLF�GHYHORSPHQW�DQG�VRFLDO�PRGHUQL]DWLRQ�ZLWK�
SROLWLFDO�VWDELOLW\��(YHQ�LI�&KLQD�PDNHV�LPSUHVVLYH�VWULGHV�DQG�LWV�*13�JURZV�VWHDGLO\�DW���SHU�FHQW�SHU�DQQXP��LQ�
WKH�\HDU������LW�ZLOO�VWLOO�EH�DPRQJ�WKH�SRRUHU�QDWLRQV�RI�WKH�ZRUOG��7KH�IDFW�LV�WKDW�LWV�QXPEHUV��IDU�IURP�EHLQJ�D�
IDFWRU�RI�VWUHQJWK��PHUHO\�PDJQLI\�WKH�VFDOH�RI�LWV�VRFLDO�DQG�HFRQRPLF�GLOHPPDV��7KH�UHOHYDQFH�RI�6RYLHW�
HFRQRPLF�H[SHULHQFH�WR�WKH�7KLUG�:RUOG�LV�DOVR�GRXEWIXO��$QDO\VLV�RI�WKH�6RYLHW�H[SHULHQFH�VWURQJO\�VXJJHVWV�
WKDW�LQGXVWULDOL]DWLRQ�QHHG�QRW�EH�GHULYHG�IURP�WKH�LPSHWXV�SURYLGHG�E\�H[WUDRUGLQDULO\�FRHUFLYH�PHDQV�RU�IURP�
WKH�SK\VLFDO�GHVWUXFWLRQ�RI�D�VRFLDO�FODVV��0RUHRYHU��LW�LV�LPSRUWDQW�WR�QRWH�WKDW�6RYLHW�LQGXVWULDOL]DWLRQ�RFFXUUHG�
LQ�D�VRFLHW\�WKDW�KDG�VRPH�WKLUW\�\HDUV�RI�SULRU�LQGXVWULDO�GHYHORSPHQW�EHKLQG�LW��WKDW�ZDV�HQGRZHG�ZLWK�
PDWFKOHVV�QDWXUDO�UHVRXUFHV�DQG�D�KDUGZRUNLQJ�DQG�GLVFLSOLQHG�SRSXODWLRQ��EXW�QRW�RYHUSRSXODWLRQ���DQG�WKDW�
HYHQ�EHIRUH�:RUOG�:DU�,�KDG�WKH�DGYDQWDJHV�RI�VROLG�VWDWLVWLFV��UHODWLYHO\�ZHOO�WUDLQHG�WHFKQLFDO�FDGUHV��DQG�
SUHOLPLQDU\�SODQV�IRU�IXWXUH�GHYHORSPHQW���6HH�RXU�HDUOLHU�GLVFXVVLRQ�RI��7KH�6WDOLQLVW�3DUDGR[����7KHVH�
FRQGLWLRQV�FDQ�UDUHO\�EH�PDWFKHG�E\�WKH�7KLUG�:RUOG�FRXQWULHV�QRZ�XQGHUWDNLQJ�WR�PRGHUQL]H�DQG�LQGXVWULDOL]H�
WKHPVHOYHV��:KHWKHU�&KLQD�RU�&XED��WKH�ODWWHU��LQ�DQ\�FDVH��UHODWLYHO\�ZHOO�GHYHORSHG�DW�WKH�WLPH�RI�&DVWUR
V�WDNH��
RYHU��FDQ�SURYLGH�H[DPSOHV�RI�VXVWDLQHG�JURZWK�DQG�SROLWLFDO�VWDELOLW\�LV�XQFHUWDLQ��

2I�WKH�FRXQWULHV�ZKHUH�FRPPXQLVP�FDPH�WR�SRZHU�ZLWKRXW�EHLQJ�LPSRVHG�E\�IRUHLJQ�LQWHUYHQWLRQ��WKH�
6RYLHW�8QLRQ��&KLQD��&XED��<XJRVODYLD��$OEDQLD��9LHWQDP���RQO\�<XJRVODYLD�KDV�VR�IDU�VXFFHHGHG�LQ�DFKLHYLQJ�
VXVWDLQHG�HFRQRPLF�JURZWK��VRFLDO�PRGHUQL]DWLRQ��DQG�SROLWLFDO�VWDELOLW\�ZLWKRXW�HPSOR\LQJ�PDVVLYH�WHUURU�RU�
H[SHULHQFLQJ�YLROHQW�SRZHU�FRQIOLFWV��HYHQ�<XJRVODYLD��KRZHYHU��UHTXLUHG�H[WHQVLYH�RXWVLGH�ILQDQFLDO�DLG��
0RUHRYHU��WKRXJK�WKH�UHFRUG�RI�HFRQRPLF�GHYHORSPHQW�RI�FRPPXQLVW�FRXQWULHV��SDUWLFXODUO\�WKH�PRUH�SULPLWLYH�
RQHV��LV�JRRG��LW�KDV�QRW�EHHQ�EHWWHU�WKDQ�WKDW�RI�VRPH�QRQ�FRPPXQLVW�FRXQWULHV��,Q�DGGLWLRQ��PRVW�FRPPXQLVW�
SROLWLFDO�V\VWHPV��H[FHSW�IRU�<XJRVODYLD��9LHWQDP��DQG�&XED��KDYH�EHHQ�FKDUDFWHUL]HG�E\�VSRUDGLF�SROLWLFDO�
LQVWDELOLW\��ZKLFK�LQ�VRPH�FDVHV�KDG�WR�EH�SXW�GRZQ�WKURXJK�6RYLHW�LQWHUYHQWLRQ��7KXV�WKH�RYHU�DOO�UHFRUG�LV��DW�
EHVW��D�PL[HG�RQH�DQG�KDUGO\�VXIILFLHQW�WR�MXVWLI\�WKH�DUJXPHQW�WKDW�RQO\�WKH�FRPPXQLVWV�KDYH�IRXQG�WKH NH\�WR



�������

HIIHFWLYH�PRGHUQL]DWLRQ���
1RU��IRU�WKDW�PDWWHU��KDYH�WKH\�IRXQG�WKH�DQVZHU�WR�HIIHFWLYH�UHYROXWLRQ�PDNLQJ��&RPPXQLVP�FDPH�WR�

SRZHU�LQGLJHQRXVO\�LQ�RQO\�RQH�FRXQWU\�QRW�SUHYLRXVO\�GHYDVWDWHG�E\�D�PDMRU�ZDU² &XED��,Q�VHYHUDO�RWKHU�
FRXQWULHV�LW�FDPH�WR�SRZHU�LQGLJHQRXVO\�ZKHQ�FRPPXQLVWV�SLFNHG�XS�WKH�SLHFHV�DIWHU�WKHVH�QDWLRQV�KDG�
H[SHULHQFHG�FRPSOHWH�GHVWUXFWLRQ�RI�WKHLU�VWDWH�PDFKLQHU\�DQG�HFRQRP\�GXULQJ�D�PDMRU�ZDU��2WKHU�WKDQ�WKDW��WKH�
FRPPXQLVW�UHYROXWLRQDU\�UHFRUG�VLQFH������KDV�EHHQ�RQH�RI�UDWKHU�IUHTXHQW�IDLOXUH���ZKLOH�LQ�3RODQG��+XQJDU\��
DQG�5XPDQLD�LW�ZDV�WKH�6RYLHW�DUP\�WKDW�HVWDEOLVKHG�FRPPXQLVP��

1HYHUWKHOHVV��LW�LV�TXLWH�SRVVLEOH�WKDW�LQ�WKH�\HDUV�WR�FRPH�LQGLYLGXDO��KLJKO\�QDWLRQDOLVWLF��SHUKDSV�HYHQ�
UDFLVW�FRPPXQLVW�SDUWLHV�ZLOO�FRPH�WR�SRZHU�LQ�VRPH�$VLDQ��$IULFDQ��RU�/DWLQ�$PHULFDQ�FRXQWULHV�E\�DSSHDOLQJ�
ERWK�WR�WKH�SRSXOLVW�QDWLRQDOLVP�RI�WKH�PDVVHV�DQG�WKH�VWDWLVP�RI�LPSDWLHQW�LQWHOOHFWXDOV��,Q�KLV�VWXG\ &RPPXQLVP�
DQG�WKH�3ROLWLFV�RI�'HYHORSPHQW� -RKQ�.DXWVN\�KDV�VKRZQ�WKDW��&RPPXQLVW�SDUW\�VWUHQJWK�LV�ORZHVW�DW�WKH�ORZHVW�
VWDJH�RI�HFRQRPLF�GHYHORSPHQW��ULVHV�JUDGXDOO\�ZLWK�HFRQRPLF�GHYHORSPHQW��FUHVWV�DW�D�IDLUO\�KLJK�OHYHO�RI�VXFK�
GHYHORSPHQW��DQG�GHFOLQHV�VKDUSO\�ZLWK�WKH�KLJKHVW�OHYHO������7KLV�JHQHUDOL]DWLRQ�VKRXOG�QRW�EH�PHFKDQLFDOO\�
DSSOLHG�WR�WKH�7KLUG�:RUOG�ZLWK�WKH�FRQFOXVLRQ�WKDW�FRPPXQLVP�ZLOO�IDGH�DV�VRRQ�DV�GHYHORSPHQW�KDV�PDGH�
VXEVWDQWLDO�SURJUHVV��$�VHL]XUH�RI�SRZHU�FRXOG��IRU�H[DPSOH��RFFXU�GXULQJ�WKH�LQWHUPHGLDU\�SKDVH� ,W�LV��KRZHYHU��
XQOLNHO\�WKDW�WKHVH�VHL]XUHV�RI�SRZHU�ZLOO�EH�HIIHFWHG�E\�WKH�RUWKRGR[�DQG�IRUPDO�FRPPXQLVW�SDUWLHV��ZKLFK�LQ�
VRPH�FRXQWULHV��SDUWLFXODUO\�LQ�/DWLQ�$PHULFD��DUH�DOUHDG\�EHFRPLQJ�DVVLPLODWHG�LQWR�WKH�VRFLDO�HVWDEOLVKPHQW��
7KH�VXFFHVVIXO�UHYROXWLRQDULHV��WKRXJK�SHUKDSV�ODEHOLQJ�WKHPVHOYHV�FRPPXQLVWV��ZLOO�SUREDEO\�EH�ORRVHO\�
RUJDQL]HG�FRDOLWLRQV�RI�LPSDWLHQW�PLGGOH�FODVV�LQWHOOHFWXDOV��\RXQJHU�RIILFHUV��DQG�VWXGHQWV��,QVWHDG�RI�EHLQJ�
DGKHUHQWV�RI�D�GRJPDWLF�DQG�DOOHJHGO\�XQLYHUVDO�LGHRORJ\��WKH\�DUH�PRUH�OLNHO\�WR�EH�PHQ�PRWLYDWHG�E\�D�YDJXHU�
DQG�PRUH�YRODWLOH�FRPELQDWLRQ�RI�UDGLFDOLVP��QDWLRQDOLVP��DQG�HYHQ�VRPH�UDFLVP��&RPPXQLVW�SDUWLHV��WKRXJK�
H[SHULHQFHG�LQ�RUJDQL]LQJ�H[SORLWHG��GLVDGYDQWDJHG�ZRUNHUV�DQG�LQ�WUDQVIRUPLQJ�ODQGOHVV�EXW�QDWLRQ�DOLVWLFDOO\�
DURXVHG�SHDVDQWV�LQWR�UHYROXWLRQDU\�DUPLHV��KDYH�VR�IDU�EHHQ�XQDEOH�WR�GLVFLSOLQH��HLWKHU�LGHRORJLFDOO\�RU�
RUJDQL]DWLRQDOO\��WKH�VWXGHQWV�DQG�WKH�LQWHOOHFWXDOV�IHUPHQWLQJ�LQ�WKH�PRGHUQ�VWDLQ�OHVV�VWHHO�DQG�JODVV�
XQLYHUVLWLHV��7R�WKHVH�PHQ��)DQRQ�DQG�%RXPH�GLHQQH��RU�%ROLYDU�DQG�*XHYDUD��UDWKHU�WKDQ�0DU[�DQG�0DR��RU�
0DU[�DQG�/HQLQ��DUH�PRUH�UHOHYDQW�V\PEROV��7KH�UHYROXWLRQV�WR�FRPH�ZLOO�KHQFH�QHLWKHU�VLJQLI\�DQ�DXWRPDWLF�
DGGLWLRQ�RI�VWUHQJWK�WR��LQWHUQDWLRQDO�FRPPXQLVP��QRU�UHSUHVHQW�D�VWHS�IRUZDUG�WRZDUG�WKH�LQWHOOHFWXDO�XQLW\�RI�
PDQNLQG��

7KH�LGHRORJLFDOO\�PRUH�YRODWLOH��OHVV�GLVFLSOLQHG�FKDUDFWHU�RI�WKHVH�QRYHO�UHYROXWLRQDU\��IRUFHV�ZRXOG�EH�
LQ�NHHSLQJ�ZLWK�WKH�EURDGHU�WUHQGV DOUHDG\�QRWHG��&RQGLWLRQV�GXULQJ�WKH�HDUO\�LQGXVWULDO�DJH�FDOOHG�IRU�LQWHOOHFWXDO�
DQG�RUJDQL]DWLRQDO�LQWHJUDWLRQ��EXW�WKH�G\QDPLF�FRQJHVWLRQ�RI�WKH�JOREDO�FLW\�LV�LQLPLFDO�WR�D�GLVFLSOLQHG��
FHQWUDOL]HG�LQWHUQDWLRQDO�RUJDQL]DWLRQ�ZKRVH�SXUSRVH�LV�WR�GLVVHPLQDWH�D�SDUWLFXODU�V\VWHP�RI�WKRXJKW�DQG�RI�
YDOXHV�DQG�WR�FUHDWH�D�JOREDOO\�XQLIRUP�VRFLDO�RUGHU�RQ�WKDW�EDVLV��7KH�IDFW�LV�WKDW�SUR[LPLW\�SDUDGR[LFDOO\�
GLFWDWHV�QRW�XQLIRUPLW\�EXW�SOXUDOLVP��

0RUHRYHU��WKH�FKDQFHV�RI�WUXO\�UHYROXWLRQDU\�XSKHDYDOV²UDGLFDOO\�DQG�UDSLGO\�UHYROXWLRQL]LQJ�ERWK�
VRFLDO�YDOXHV�DQG�LQVWLWXWLRQV²DUH�LQ�DQ\�FDVH�QRW�KLJK��,Q�PRGHUQ�WLPHV�RQO\�WKH�)UHQFK��WKH�0H[LFDQ��DQG�WKH�
&XEDQ�UHYROXWLRQV�FDQ�EH�FRQVLGHUHG�DV�DXWKHQWLFDOO\�LQGLJHQRXV�DQG�IDU�UHDFKLQJ�LQWHUQDO�UHYROXWLRQV�WKDW ZHUH�
DFKLHYHG�ZLWKRXW�WKH�EHQHILW�RI�WKH�FDWDFO\VPLF�GLVORFDWLRQV ZURXJKW�E\�WKH�WZR�ZRUOG�ZDUV��2WKHUZLVH��HYHQ�WKH�
PRVW�LQHIIHFWLYH�VRFLDO�DQG�SROLWLFDO�V\VWHPV�KDYH�VKRZQ�WKHPVHOYHV�WR�EH�KLJKO\�UHVLOLHQW�DQG�GLIILFXOW�WR�
RYHUWKURZ��,Q�PRVW�FDVHV�LW�KDV�EHHQ�IRXQG�WKDW�VRFLDO�LQHUWLD�FDQ�RQO\�EH�FRSHG�ZLWK�SLHFHPHDO�DQG�WKDW�
VXSHULPSRVHG�UDGLFDO�HIIRUWV�WR�RYHUFRPH�LW�KDYH�SURPSWHG�HIIHFWLYH�UHVLVWDQFH��

$W�RQH�WLPH�6RYLHW�WKHRULVWV�WR\HG�ZLWK�WKH�FRQFHSW�RI�WKH�QDWLRQDO�GHPRFUDF\�DV�D�WUDQVLWLRQDO�VWDJH�
WRZDUG�D�FRPPXQLVW�SHRSOH
V�GHPRFUDF\��7KH�RYHUWKURZ�RI�%HQ�%HOOD��*RXODUW��.DVVHP��.HLWD��1NUXPDK��
3DSDQGUHRX��DQG�6XNDUQR�KDV�FRPSHOOHG�WKH�6RYLHWV�WR�WKLQN�LQ�WHUPV�RI�PXFK�OHQJWKLHU�DQG�PRUH�JUDGXDO�UHYR��
OXWLRQDU\�SURFHVVHV��DW�WKH�VDPH�WLPH��WKH &KLQHVH�DQG�WKH�&XEDQV�KDYH�PRYHG�WRZDUG�HPSKDVLV�RQ�YDULRXV�
IRUPV�RI�JXHUULOOD�ZDU��RIWHQ�LQ�WKH�IDFH�RI�RSHQ�FULWLFLVP�IURP�ORFDO�FRPPXQLVW�SDUWLHV����%RWK�FDVHV�KDYH�
LQYROYHG�DQ�LPSOLHG�DGPLVVLRQ�RI�WKH�LQFUHDVLQJ�LUUHOHYDQFH�RI�WKH�FODVVLFDO�UHYROXWLRQDU\�WKHRU\�DQG�D�
FRQFHVVLRQ�WR�VRFLDO�SDUWLFXODULVP��ZKLFK²ZKHQ�OLQNHG�WR�LGHRORJLFDO�GRJPDWLVP²PHDQV�VHFWDULDQLVP��

6HFWDULDQLVP�LV�WKH�QHJDWLRQ�RI�XQLYHUVDOLVP��&RPPXQLVP�PD\�WXUQ�RXW�WR�KDYH�EHHQ�WKH�ODVW�JUHDW�
LQWHJUDWLYH�GRJPDWLF�IDLWK��7R�WKH�H[WHQW�WKDW�VRPH�FRPPXQLVW�SDUWLHV�DUH�WRGD\�MRLQLQJ�WKHLU�QDWLRQDO�
HVWDEOLVKPHQWV��WKH\�DUH�FRQIRUPLQJ�WR�UHDOLW\�UDWKHU�WKDQ�IRUPLQJ�LW��7R�WKH�H[WHQW�WKDW�VRPH�FRPPXQLVW�SDUWLHV�
DUH�HPEUDFLQJ�UDFLVP�DQG�LQWHQVH�QDWLRQDOLVP�LQ�WKH�7KLUG�:RUOG��WKH\�DUH�FDSLWXODWLQJ�WR�UHDOLW\�UDWKHU�WKDQ�

� ,Q�WKHVH�UHVSHFWV��XVHIXO�FRPSDULVRQV�FDQ�EH�PDGH�EHWZHHQ�FRPPXQLVW�UXOHG�FRXQWULHV�DQG�FRXQWULHV�UXOHG�E\�PRGHUQL]LQJ�QRQ�FRPPXQLVW�
HOLWHV��3RODQG�6SDLQ�,WDO\��5XPDQLD�<XJRVODYLD�6SDLQ��&]HFKRVORYDNLD�6ZHGHQ��+XQJDU\�$XVWULD��1RUWK�.RUHD�6RXWK�.RUHD��1RUWK�
9LHWQDP�6RXWK�9LHWQDP��&KLQD�,QGLD��DQG�VR�RQ��7KHVH�FRPSDULVRQV�DUH�PRUH�UHYHDOLQJ�RI�FHUWDLQ�XQLIRUPLWLHV�WKDQ�RI�VLJQLILFDQW�
GLVSDULWLHV��7KH�GLVSDULWLHV�DUH�VKDUSHU�ZKHQ�WKH�FRPSDULVRQ�LV�PDGH�ZLWK�QRQ�PRGHUQL]LQJ��QRQ�FRPPXQLVW�FRXQWULHV����$�SDUWLDO�OLVW�RI�
PRUH�VLJQLILFDQW�UHYROXWLRQDU\�HIIRUWV�E\�WKH�FRPPXQLVWV�LQFOXGHV��+XQJDU\�������3RODQG�������*HUPDQ\�������������&KLQD�������)UDQFH�
DQG�,WDO\�������*UHHFH�������,QGRQHVLD�������������%ROLYLD�������
��7KH LVVXHV�DW�VWDNH�ZHUH�VKDUSO\�SRVHG�E\�WKH�VHFUHWDU\�JHQHUDO�RI�WKH�9HQH]XHODQ�&RPPXQLVW�3DUW\��-HVXV�)DULD��ZKR�VWDWHG�LQ�DQ�
LQWHUYLHZ�SULQWHG�LQ�WKH�+XQJDULDQ�SDUW\�RUJDQ��1HSV]DEDGVDJ �)HEUXDU\�������������([SHULHQFH�KDV�VKRZQ�WKDW�WKH�PDVVHV�DUH�ZLWKGUDZLQJ�
IURP�WKH�SUHYLRXV�DUPHG�VWUXJJOH��������)RXU�PLOOLRQ�SHRSOH�DUH�SDUWLFLSDWLQJ�LQ�WKH�HOHFWLRQ�FDPSDLJQ�DQG�ZH�EHOLHYH�WKDW�ZH�FDQ�RULHQW�WKH�
SHRSOH�EHWWHU�LI�ZH�DOVR�SDUWLFLSDWH�LQ�WKLV�FDPSDLJQ��������7KH�XOWUDOHIWLVW�JURXSV�LQ�9HQH]XHOD��ZKLFK�GLVUHJDUG�WKH�FRPEDW�UHDGLQHVV�RI�WKH�
PDVVHV�DQG�SHUVLVW�LQ�WKH�VORJDQ�RI�DUPHG�VWUXJJOH�DW�DQ\�SULFH��FRPPLW�RQH�PLVWDNH�DIWHU�DQRWKHU�DQG�ILQG�WKHPVHOYHV�PRUH�DQG�PRUH�
LVRODWHG��
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UHVKDSLQJ�LW��,Q�HLWKHU�FDVH�WKHUH�LV�D�ORVV�RI�LGHQWLW\�ZKLFK��RQFH�ORVW��LV�QRW�OLNHO\�WR�EH�UHJDLQHG��7KXV��HYHQ�LI�
RQH�LV�QRW�D�0DU[LVW��LW�LV�QRW�QHFHVVDULO\�D�FDXVH�IRU�UHMRLFLQJ�WR�QRWH�WKDW�FRPPXQLVP²ZKLFK�KHOSHG�WR�HQODUJH�
WKH�FROOHFWLYH�FRQVFLRXVQHVV�RI�PDQNLQG�DQG�WR�PRELOL]H�WKH�PDVVHV�IRU�VRFLDO�SURJUHVV²KDV�IDLOHG�LQ�LWV�RULJLQDO�
REMHFWLYH�RI�OLQNLQJ�KXPDQLVP�ZLWK�LQWHUQDWLRQDOLVP�
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3$57�,9�
7KH�$PHULFDQ�7UDQVLWLRQ�
7KHUH�LV�VRPHWKLQJ�DZHVRPH�DQG�EDIIOLQJ�DERXW�D�VRFLHW\�WKDW�FDQ�VLPXOWDQHRXVO\�FKDQJH�PDQ
V�UHODWLRQVKLS�WR�
WKH�XQLYHUVH�E\�SODFLQJ�D�PDQ�RQ�WKH�PRRQ��ZDJH�DQG�ILQDQFH�D�WKLUW\�ELOOLRQ�GROODU�SHU�DQQXP�IRUHLJQ�ZDU�
GHVSLVHG�E\�D�VLJQLILFDQW�SRUWLRQ�RI�LWV�SHRSOH��PDLQWDLQ�WKH�PRVW�SRZHUIXO�DQG�IDU�IOXQJ PLOLWDU\�IRUFHV�LQ�
KLVWRU\��DQG�FRQIURQW�LQ�WKH�VWUHHWV�DQG�DEHW�LQ�WKH�FRXUWV�D�UHYROXWLRQ�LQ�LWV�LQWHUQDO�UDFLDO�UHODWLRQV��GRLQJ�DOO�WKLV�
LQ�WKH�FRQWH[W�RI�WKH�H[SORVLRQ�RI�KLJKHU�OHDUQLQJ�LQ�LWV�UDSLGO\�H[SDQGLQJ�DQG�WXUEXOHQW�XQLYHUVLWLHV��RI�URWWLQJ�
XUEDQ�FHQWHUV��RI�IXPEOLQJ�SROLWLFDO�LQVWLWXWLRQV��DQG�RI�G\QDPLFDOO\�JURZLQJ�IURQWLHU�LQGXVWULHV�WKDW�DUH�
WUDQVIRUPLQJ�WKH�ZD\��LWV�FLWL]HQV�OLYH�DQG�FRPPXQLFDWH�ZLWK�RQH�DQRWKHU��$Q\�RQH�RI�WKH�DERYH�DVSHFWV�ZRXOG�
VXIILFH�WR�WUDQVIRUP�WKH�YDOXHV�DQG�VHOI�LPDJH�RI�D�VRFLHW\��DQG�D�IHZ�PLJKW�EH�HQRXJK�WR�RYHUWKURZ�LWV�V\VWHP��
$OO�WRJHWKHU��WKH\�FUHDWH�D�VLWXDWLRQ�WKDW�GHILHV�DQDORJ\�WR�RWKHU�VRFLHWLHV�DQG�KLJKOLJKWV�WKH�VLQJXODU�FKDUDFWHU�RI�
WKH�FRQWHPSRUDU\�$PHULFDQ�H[SHULHQFH��

&RQWHPSRUDU\�$PHULFD�LV�WKH�ZRUOG
V�VRFLDO�ODERUDWRU\��7KH�SUREOHPV�WKDW�WKH�PRUH�DGYDQFHG�ZRUOG�LV�
EHJLQQLQJ�WR�FRQIURQW ²DQG�WKH�7KLUG�:RUOG�LV�ZLWQHVVLQJ²DEVRUE�$PHULFD�GLUHFWO\�DQG�RIWHQ�SDLQIXOO\��,W�LV�LQ�
WKH�8QLWHG�6WDWHV�WKDW�WKH�FUXFLDO�GLOHPPDV�RI�RXU�DJH�PDQLIHVW�WKHPVHOYHV�PRVW�VWDUNO\��LW�LV�LQ�WKH�8QLWHG�6WDWHV�
WKDW�PDQ
V�FDSDFLW\�WR�PDVWHU�KLV�HQYLURQPHQW�DQG�WR�GHILQH�KLPVHOI�PHDQLQJIXOO\�LQ�UHODWLRQVKLS�WR�LW�LV�EHLQJ�
PRVW�LQWHQVHO\�WHVWHG��&DQ�PDQ�PDVWHU�VFLHQFH�IRU�IXQGDPHQWDOO\�KXPDQH�HQGV"�&DQ�OLEHUW\�DQG�HTXDOLW\�FRH[LVW��
DQG�GR�VR�LQ�D�PXOWLUDFLDO�HQYLURQPHQW"�&DQ�PHULW�DQG�DFKLHYHPHQW�IORXULVK�ZLWKRXW�VSHFLDO�SULYLOHJH"�&DQ�
WHFKQRORJ\�EH�VRFLDOO\�FUHDWLYH�ZLWKRXW�LQGXFLQJ�H[FHVVLYH�VRFLDO�FRQWURO"�&DQ�D�VRFLHW\�ZLWK�GLYHUVH�EHOLHIV�
DYRLG�FRPSOHWH�GLVEHOLHI"�7KHVH�LVVXHV�GRPLQDWH�FRQWHPSRUDU\�$PHULFDQ�OLIH²WKH�IRFXV�RI�JOREDO�DWWHQWLRQ²�
DQG�WKH\�SURPSW�FRQIOLFWLQJ�DQG�RIWHQ�FULWLFDO�DVVHVVPHQWV�RI�WKH�PHDQLQJ�RI�WKH�$PHULFDQ�H[SHULHQFH����

8QOLNH�WKH�VLWXDWLRQ�LQ�WKH�6RYLHW�8QLRQ��LQ�$PHULFD�WKH�FKDOOHQJH�RI FKDQJH�LV�KLJKO\�YLVLEOH��,Q�WKH�
6RYLHW�8QLRQ�VRFLHW\�LV�OLNH�D�ERLOLQJ�VXEWHUUDQHDQ�YROFDQR�WKDW�VWUDLQV�DJDLQVW�WKH�ULJLG�VXUIDFH�FUXVW�RI�WKH�
SROLWLFDO�V\VWHP��,Q�WKH�PRUH�YRODWLOH�8QLWHG�6WDWHV��VRFLDO��HFRQRPLF��DQG�SROLWLFDO�IRUFHV�RSHQO\�FODVK��FKDQJH��
DQG�LQWHUDFW�RQ�D�EURDG�IURQW��7KH�UHVXOWLQJ�WXUPRLO�LV�DV�FUHDWLYH�DV�LW�LV�GHVWUXFWLYH��DQG�LW�OHDGV�WR�PHWDPRUSKLF�
FKDQJHV�LQ�WKDW�XQLTXH�FRPELQDWLRQ�RI�RUGHU�DQG�FKDRV�NQRZQ�DV�WKH�8QLWHG�6WDWHV��

,Q�WKH�QH[W�WZHQW\�\HDUV�WKH�SRSXODWLRQ�RI�WKH�8QLWHG�6WDWHV�ZLOO�DSSURDFK�WKUHH�KXQGUHG�PLOOLRQ��RI�
ZKLFK�DSSUR[LPDWHO\����SHU�FHQW�ZLOO�EH�PHWURSROLWDQ�DQG�DOPRVW����SHU�FHQW�XQGHU�WZHQW\�\HDUV�RI�DJH��
,QWHQVHO\�VFLHQWLILF�LQ�RULHQWDWLRQ��$PHULFDQ�VRFLHW\�ZLOO�KDYH�JUHDWHU�PDVWHU\�RI�ERWK�WHUUHVWULDO�DQG VSDWLDO�
HQYLURQPHQW�WKDQ�DQ\�RWKHU�VRFLHW\��$W�WKH�VDPH�WLPH�LW�ZLOO�KDYH�H[SHULHQFHG�LQWHQVH�VRFLDO�FRQIOLFWV�LQ�ZKLFK�
UDFLDO�FRQVLGHUDWLRQV�ZLOO�EH�SDUDPRXQW�EXW�LQ�ZKLFK�DQWDJRQLVP�EHWZHHQ�JHQHUDWLRQV�ZLOO�DOVR�EH�D�EDVLF�DQG�
SDLQIXO�EXUGHQ��,Q�DOO�OLNHOLKRRG�LW�ZLOO�DOVR�EH�D�VRFLHW\�FRQIURQWLQJ�DQ�DFXWH�FXOWXUDO�PDODLVH� XQFHUWDLQ�RI�LWV�
DHVWKHWLF�VWDQGDUGV��DQG�VHDUFKLQJ�IRU�FRPPRQ�LQWHJUDWLYH�YDOXHV��

&RQWHPSRUDU\�$PHULFD�LV�LQ�WUDQVLWLRQ�IURP�WKH�LQGXVWULDO�WR�WKH�WHFKQHWURQLF�DJH��$V�WKH�ZRUOG
V�ILUVW�
SRVW�LQGXVWULDO�VRFLHW\��WKH�8QLWHG�6WDWHV�LV�QR�ORQJHU�VKDSHG�E\�WKH�VDPH�IRUFHV�WKDW�KDYH�VWLPXODWHG�VRFLDO�
FKDQJH�LQ�WKH�DGYDQFHG�FRXQWULHV�HYHU�VLQFH�(QJODQG�ILUVW�FRQIURQWHG�WKH�PDFKLQH��7KLV�EURDG�WUDQVIRUPDWLRQ�LV�
FDXVLQJ�D�FULVLV�RI�HVWDEOLVKHG�$PHULFDQ�YDOXHV�DQG�LQVWLWXWLRQV��SDUWLFXODUO\�WKH��WUDGLWLRQ�RI�OLEHUDO�GHPRFUDF\��
DQG�DV�WKH�QDWLRQ
V�WZR�KXQGUHGWK�ELUWKGD\�DSSURDFKHV��LW�WKHUHIRUH�FDOOV�IRU�D�UHGHILQLWLRQ�RI�WKH�$PHULFDQ�
V\VWHP��

/LEHUDO�GHPRFUDF\�LV�D�SHFXOLDU�EOHQG�RI�WKH�DULVWRFUDWLF�WUDGLWLRQ��FRQVWLWXWLRQDO�OHJDOLVP��DQG�PDVV�
GHPRFUDF\��8QOLNH�FRPPXQLVP��LW�ZDV�QRW�LQWHOOHFWXDOO\�H[WUDFWHG�IURP�D�WHOHVFRSHG�DQG�WUDXPDWLF�KLVWRULFDO�
H[SHULHQFH��DQG�LW�LV�QRW�HPERGLHG�LQ�D�PRYHPHQW�ZKLFK�GUDZV�LWV�IHUYRU�DQG�GHGLFDWLRQ�IURP�WKH�GHHSO\�HP��
EHGGHG�0DQLFKDHDQ�WUDGLWLRQ��5DWKHU��LW�LV�WKH�SURGXFW�RI�VORZ�JURZWK²WKRXJK�RFFDVLRQDOO\�DFFHOHUDWHG�E\�
UHYROXWLRQDU\�XSKHDYDOV�LQ�(QJODQG��WKH�8QLWHG�6WDWHV��DQG�)UDQFH²ZKLFK�FXPXODWLYHO\�FUHDWHG�D�EURDG�
WUDGLWLRQ�RI�VRFLDO�EHKDYLRU��D�VHW RI�RQO\�SDUWLDOO\�H[SOLFLW�YDOXHV��DQG�KLJKO\�GHILQHG�OHJDO�SURFHGXUHV�DQG�
LQVWLWXWLRQV��7KH�DULVWRFUDWLF�WUDGLWLRQ�SXW�D�SUHPLXP�RQ�SHUVRQDO�H[FHOOHQFH�DQG�DFKLHYHPHQW��WKRXJK�LQ�WLPH�
VWDQGDUGV�RI�H[FHOOHQFH�FKDQJHG�DQG�EHFDPH�OHVV�H[FOXVLYH��/HJDOLVP��ZKLFK�LQ�WKH�SDVW�GRXEWOHVV�VHUYHG�WR�
SURWHFW�HVWDEOLVKHG�LQWHUHVWV��VWUHVVHG�UHJXODULW\�DQG�REMHFWLYLW\�LQ�VRFLDO�UHODWLRQV�DQG�WKHUHIRUH�JUDGXDOO\�FDPH�WR�
SURWHFW�WKH�LQGLYLGXDO��7KH�GHPRFUDWLF�HOHPHQW��VWLPXODWHG�WKURXJK�XQLYHUVDO�VXIIUDJH��QRW�RQO\�GLOXWHG�WKH�
DULVWRFUDWLF�FRPSRQHQW�EXW�LQIXVHG�OLEHUDO�GHPRFUDF\�ZLWK�D�VWURQJ�FRQFHUQ�IRU�VRFLDO�ZHOIDUH��

7KHVH�FRPSRQHQWV�KDYH�FRPELQHG�LQ�D�ORRVH�DQG�RFFDVLRQDOO\�XQHDV\�PDQQHU��DQG�IURP�WLPH�WR�WLPH�
WKH\�KDYH�FRQIOLFWHG�DQG�FODVKHG��,Q�$PHULFDQ�KLVWRU\ VXFK�FODVKHV�KDYH�EHHQ�YLROHQW��WKRXJK�RQ�WKH�ZKROH�
UDWKHU�VSRUDGLF��7KH�&LYLO�:DU�ZDV�WKH�PDMRU�H[FHSWLRQ��DQG�LWV�RXWFRPH�HIIHFWLYHO\�DQG�UDSLGO\�GHVWUR\HG�WKH�
DULVWRFUDWLF�HOHPHQW�LQ�$PHULFDQ�WUDGLWLRQ��ZKHUHDV�WKH�GHFOLQH�RI�(XURSHDQ�DULVWRFUDF\�ZDV�VORZ��7KH�LQGXVWULDO�
UHYROXWLRQ�SURGXFHG�LWV�RZQ�VWUDLQV�DQG�YLROHQFH��EXW�WKH�UDSLG�SDFH�RI�JURZWK�DV�ZHOO�DV�WKH�DYDLODELOLW\�RI�
(XURSHDQ�FDSLWDO�DQG�RI�IRUHLJQ�PDUNHWV�HDVHG�WKH�JURZLQJ�SDLQV�HYHQ�DV�LW�HQODUJHG�DQG�WKHQ�FRQVROLGDWHG�WKH�
GHPRFUDWLF�FRPSRQHQW��7KH�UHVXOWLQJ�VRFLDO�ZHDOWK�DQG�GHPRFUDWLF�IUHHGRP�KDYH�PDGH�$PHULFD�WKH�V\PERO�RI�D�
QHZ�IRUP�RI�VRFLDO�RUJDQL]DWLRQ��DOO�WKH�PRUH�DWWUDFWLYH�EHFDXVH�LWV�VSHFWDFXODU�VXFFHVVHV�REVFXUHG�LWV�VRFLDO�
EOHPLVKHV�

Pat
Highlight

Pat
Highlight
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7KLV�SKDVH�LV�FRPLQJ�WR�DQ�HQG��7KH�VRFLDO�EOLQGHUV�WKDW�KDYH�PDGH�$PHULFD�XQDZDUH�RI�LWV�
VKRUWFRPLQJV�KDYH�EHHQ�ULSSHG�RII��DQG�WKH�SDLQIXO�DZDUHQHVV�RI�$PHULFDQ�VRFLHW\
V�OLQJHULQJ�LQDGHTXDF\�KDV�
EHHQ�UHQGHUHG�PRUH�DFXWH�E\�WKH�LQWHQVLW\�DQG�SDFH�RI�FKDQJH��,Q�D�ZRUG��$PHULFD�LV�XQGHUJRLQJ�D�QHZ�
UHYROXWLRQ��ZKRVH�GLVWLQJXLVKLQJ�IHDWXUH�LV�WKDW�LW�VLPXOWDQHRXVO\�PD[LPL]HV�$PHULFD
V�SRWHQWLDO�DV�LW�XQPDVNV�LWV�
REVROHVFHQFH��

���7KH�7KLUG�$PHULFDQ�5HYROXWLRQ�
,W�LV�HDV\�WR�SLQSRLQW�WKH�)UHQFK�DQG�WKH�0H[LFDQ�UHYROXWLRQV��RU�WKH�%ROVKHYLN��WKH�&KLQHVH��DQG�WKH�

&XEDQ�UHYROXWLRQV��,W�LV�DOVR�QRW�GLIILFXOW�WR�LGHQWLI\�WKH�ILUVW�$PHULFDQ�UHYROXWLRQ��)URP�D�FRORQ\�WKDW�UHYROXWLRQ�
FUHDWHG�D�QDWLRQ��LPSOLFLW�WKRXJK�VWURQJO\�IHOW�EHOLHIV�JDYH�ELUWK�WR�D�'HFODUDWLRQ�RI�,QGHSHQGHQFH�DQG�D�
&RQVWLWXWLRQ��ERWK�RI�ZKLFK�DUWLFXODWHG�QRYHO�SULQFLSOHV�RI�SROLWLFDO�DQG�VRFLDO�RUGHU��

+LVWRULFDO�GHILQLWLRQ�EHFRPHV�PRUH�FRPSOH[�ZKHQ�GHDOLQJ�ZLWK�WKH�VHFRQG�$PHULFDQ�UHYROXWLRQ��
3UHFLVHO\�ZKHQ�GLG�LW�KDSSHQ�DQG�ZKDW�GLG�LW�GR"�7KRXJK�WKDW�UHYROXWLRQ�FDQQRW�EH�SLQSRLQWHG�ZLWK�WKH�VDPH�
DFFXUDF\�DV�WKH�ILUVW��LW�LV�D�IDFW�WKDW�DQ�HVVHQWLDOO\�UXUDO��SDUWLDOO\�DULVWRFUDWLF��DQG�HYHQ�VODYH�RZQLQJ�VRFLHW\�ZLWK�
D�OLPLWHG�UHSUHVHQWDWLYH�SROLWLFDO�V\VWHP�ZDV�WUDQVIRUPHG LQWR�DQ�XUEDQ�LQGXVWULDO�QDWLRQ��ZKRVH�UHODWLYH�OHJDO��
SROLWLFDO�VRFLDO�HTXDOLW\�H[WHQGHG²DW�OHDVW�LQ�IRUP²WR�DOPRVW����SHU�FHQW�RI�LWV�SHRSOH�DQG�ZKRVH�SXEOLF�HWKRV�
ZDV�GRPLQDWHG�ODUJHO\�E\�ZLGHVSUHDG�DFFHSWDQFH�RI�VRFLDO�ZHOIDUH��HIIHFWHG�WKURXJK�JRYHUQPHQWDO�LQWHUYHQWLRQ��
7KXV��LW�WRR�ZDV�D�UHDO�UHYROXWLRQ��WKRXJK�QRW�DV�FRQWDLQHG�LQ�WLPH�DV�WKH�ILUVW��,W�WRRN�WKH�&LYLO�:DU��WKH�LQGXV��
WULDOL]DWLRQ�RI�WKH�FRXQWU\��WKH�PDVVLYH�LQIOX[�RI�LPPLJUDQWV��DQG��ILQDOO\��WKH�1HZ�'HDO�WR�WUDQVIRUP $PHULFDQ�
VRFLHW\��7R�FDOO�LW�D�UHYROXWLRQ�LV�DGPLWWHGO\�WR�VWUHWFK�WKH�GHILQLWLRQ�RI�UHYROXWLRQ��EXW�WKHUH�LV�QR�GRXEW�WKDW�ERWK�
WKH�LQVWLWXWLRQV�DQG�WKH�YDOXHV�RI�WKH�8QLWHG�6WDWHV�ZHUH�WKHUHE\�SURIRXQGO\�DOWHUHG�LQ�D�OLWWOH�RYHU�D�FHQWXU\��

7KH�WKLUG�$PHULFDQ�UHYROXWLRQ�LV�HYHQ�KDUGHU�WR�GHILQH��IRU�ZH�DUH�QRZ�LQ�WKH�PLGGOH�RI�LW�DQG�WKXV�
FDQQRW�EH�FHUWDLQ�RI�LWV�RXWFRPH��,Q�RQH�UHVSHFW��KRZHYHU��LW�LV�HDVLHU�WR�LGHQWLI\�WKDQ�WKH�VHFRQG��IRU�LWV�LPSDFW�
DQG�LWV�HIIHFW�DUH�PRUH�FRQFHQWUDWHG�LQ�WLPH��7KH�WKLUG�UHYROXWLRQ�EHJDQ�JDWKHULQJ�PRPHQWXP�DIWHU�:RUOG�:DU�
,,��ZLWK�WKH�PDVVLYH�HQWUDQFH�LQWR�FROOHJHV�RI�H[�*,V��ZLWK�WKH�FRQFRPLWDQW�H[SORVLRQ�LQ�KLJKHU�OHDUQLQJ�DQG�WKH�
JURZLQJ�DFFHSWDQFH�RI�WKH�VRFLDO�SULPDF\�RI�HGXFDWLRQ��ZLWK�WKH�XQLRQ�RI�QDWLRQDO�SRZHU�DQG�PRGHUQ�VFLHQFH�
FURZQHG�E\�WKH�KDUQHVVLQJ�RI�QXFOHDU�HQHUJ\�DQG�WKH�IHGHUDO�JRYHUQPHQW�HPHUJLQJ�DV�D�PDMRU�VSRQVRU�RI�
VFLHQWLILF�LQYHVWLJDWLRQ��ZLWK�WKH�VXGGHQ�ELUWK�RI�UDSLG�FRQWLQHQWDO�FRPPXQLFDWLRQV��UDQJLQJ�IURP�WKH�ZRUOG
V�
PRVW�PRGHUQ�DQG�GHYHORSHG�KLJKZD\�V\VWHP��WKURXJK�UDSLG�DLU�SDVVHQJHU�WUDQVSRUW��WR�D�XQLTXHO\�HIIHFWLYH�
LQVWDQW�WUDQVFRQWLQHQWDO�WHOHSKRQH V\VWHP��DQG�ILQDOO\�WR�D�QDWLRQ�ZLGH�WHOHYLVLRQ�LQWLPDF\��ZLWK�WKH�
WUDQVIRUPDWLRQ�LQ�PDQDJHULDO�WHFKQLTXHV�ZURXJKW�E\�WKH�DSSHDUDQFH�RI�FRPSXWHUV�DQG�RWKHU�HOHFWURQLF�GHYLFHV�
WKDW�FRQTXHU�FRPSOH[LW\��GLVWDQFH��DQG�HYHQ�WKH�GLIIXVLRQ�RI�DXWKRULW\��DQG�ZLWK�WKH�IDGLQJ�RI�LQGXVWU\�DV�WKH�
PRVW�LPSRUWDQW�VRXUFH�RI�HPSOR\PHQW�IRU�PRVW�$PHULFDQV��3URPSWHG�E\�WHFKQRORJ\ DQG�SDUWLFXODUO\�HOHFWURQLFV��
WKH�WKLUG�UHYROXWLRQ�LV�FKDQJLQJ�WKH�EDVLF�LQVWLWXWLRQV�DQG�YDOXHV�RI�$PHULFDQ�VRFLHW\�DQG��DV�ZDV�DOVR�WKH�FDVH�
ZLWK�WKH�SUHFHGLQJ�UHYROXWLRQV��LW�LV�HQFRXQWHULQJ�UHVLVWDQFH��VWLPXODWLQJ�YLROHQFH��FDXVLQJ�DQ[LHW\��DQG�VWLUULQJ�
KRSH��

,Q�WKH�SURFHVV��LW�LV�FUHDWLQJ�WKUHH�$PHULFDV�LQ�RQH��7KHUH�LV�WKH�HPHUJLQJ�QHZ�$PHULFD�V\PEROL]HG�E\�
WKH�QHZ�FRPSOH[HV�RI�OHDUQLQJ��UHVHDUFK��DQG�GHYHORSPHQW�WKDW�OLQN�LQVWLWXWLRQV�RI�KLJKHU�OHDUQLQJ�ZLWK�VRFLHW\�
DQG�FUHDWH�XQSUHFHGHQWHG�RSSRUWXQLWLHV�IRU�LQQRYDWLRQ�DQG�H[SHULPHQWDWLRQ��LQ�DGGLWLRQ�WR�VSDUNLQJ�LQFUHDVHG�
LQWHUHVW�LQ�WKH�ILQH�DUWV�DQG�FXOWXUH��DV�LV�HYLGHQFHG�E\�QHZ�PXVHXPV�DQG�DUW�FHQWHUV��7HFKQHWURQLF�$PHULFD�LV�LQ�
WKH�HOHFWURQLFV�ODERUDWRULHV�DQG�FHQWHUV�RI�OHDUQLQJ�DORQJ�5RXWH ����VXUURXQGLQJ�%RVWRQ���� LW�LV�LQ�WKH�DFDGHPLF��
VFLHQWLILF�FRQJORPHUDWHV�DURXQG�/RV�$QJHOHV�DQG�6DQ�)UDQFLVFR��DQG�LW�LV�LQ�WKH�QHZ�IURQWLHU�LQGXVWULHV��7KH�
VXEXUEDQ�PLGGOH�FODVV�LQFUHDVLQJO\�JUDYLWDWHV�WRZDUG�WKLV�$PHULFD��WKRXJK�IUHTXHQWO\�UHVHQWLQJ�LWV�VFLHQWLVP�DQG�
QRVWDOJLFDOO\�\HDUQLQJ�IRU�PRUH�FRPPXQLW\�DQG�VWDELOLW\��

,QGXVWULDO�$PHULFD²WKH�VHFRQG�$PHULFD²LV�LQ�WKH�HVWDEOLVKHG�IDFWRULHV�DQG�VWHHO�PLOOV�RI�'HWURLW�DQG�
3LWWVEXUJK��ZKRVH�VNLOOHG�EOXH�FROODU�ZRUNHUV�DUH�JUDGXDOO\�IRUJHWWLQJ�WKH�WUDXPDV�RI�WKH�*UHDW�'HSUHVVLRQ�DQG�
EHJLQQLQJ�WR�HQMR\�ERWK�VHFXULW\�DQG�OHLVXUH�EXW�DUH�IHDUIXO�OHVW�WKHLU�QHZ�VRFLDO�SRVLWLRQ�EH�WKUHDWHQHG�IURP�
EHORZ��)RU�WKLV�VHFRQG�$PHULFD�OLYHV�DORQJVLGH�WKH�GHFD\LQJ�VOXPV�RI�WKH�LQGXVWULDO�ELJ�FLWLHV��LQFUHDVLQJO\�
SRSXODWHG�E\�D�UDFLDO�PLQRULW\�WKDW�LV�PRUH�GLIILFXOW�WR�DEVRUE�EHFDXVH�WKH�VRFLHW\�ZDV�ODWH�LQ�GUDZLQJ�LW�LQWR�WKH�
LQGXVWULDO�DJH��

)LQDOO\��WKHUH�LV�WKH�RULJLQDO��WKH�ILUVW�$PHULFD��WKH�SUH�LQGXVWULDO�$PHULFD�RI�VKDUHFURSSHUV�DQG�PLJUDQW�
ZRUNHUV�IURP�WKH�0LVVLVVLSSL�GHOWD�DQG�RI�REVROHVFHQW�PLQHUV�IURP�$SSDODFKLD��ZKRVH�LQFRPH�KDV�IDOOHQ�EHKLQG�
WKH�$PHULFDQ�DYHUDJH��,Q�WKLV�$PHULFD�DFFHVV�WR�HGXFDWLRQ�LV�FRQVLGHUDEO\�OHVV�WKDQ�HOVHZKHUH�LQ�WKH�QDWLRQ��DQG�
UDFLDO�GLVFULPLQDWLRQ�LV�RYHUW����7KLV�$PHULFD�LV�VHHNLQJ WR�HQWHU�ERWK�WKH�LQGXVWULDO�DQG�WKH�SRVW�LQGXVWULDO�DJHV��
DQG�WR�GR�VR�LW�PXVW�REWDLQ�WKH�DVVLVWDQFH�RI�WKH�QHZ�$PHULFD��ZKRVH�YDOXHV�DQG�FRQFHSWV�LW�RIWHQ�PLVWUXVWV�DQG�
UDUHO\�VKDUHV��

7KH�QHZ�$PHULFD�LV�RQO\�QRZ�WDNLQJ�VKDSH���7RGD\��QRW�RQO\�GRHV�D�FKLOG�IDFH�D�UDGLFDO�UXSWXUH�ZLWK�
WKH�SDVW��EXW�KH�PXVW�EH�WUDLQHG�IRU�DQ�XQNQRZQ�IXWXUH��$QG�WKLV�WDVN�FRQIURQWV�WKH�HQWLUH�VRFLHW\�DV�ZHOO�����7KH�

� ,Q������WKH�UXUDO�SRSXODWLRQ�RI�WKH�8QLWHG�6WDWHV�DFFRXQWHG�IRU�DERXW����SHU�FHQW�RI�WKH�WRWDO��LQ�������IRU�DSSUR[LPDWHO\����SHU�FHQW��LQ�
���������SHU�FHQW��LQ����������SHU�FHQW��,W�LV�HVWLPDWHG�WKDW�E\�WKH�\HDU������WKH�UXUDO�SRSXODWLRQ�ZLOO�EH�DSSUR[LPDWHO\����PLOOLRQ�RXW�RI�D�
WRWDO�RI�����PLOOLRQ��RU����SHU�FHQW��,Q��������� SHU�FHQW�RI�DOO�$PHULFDQV�OLYHG�RQ�RQH�SHU�FHQW�RI�WKH�ODQG��7LPH� -DQXDU\�����������SS������
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FXUUHQW�WUDQVIRUPDWLRQ�DOVR�SRVHV�SURIRXQG�SKLORVRSKLFDO�LVVXHV�FRQFHUQLQJ�WKH�YHU\�HVVHQFH�RI�VRFLDO�H[LVWHQFH��
VLQFH�LW�LV�ODUJHO\�GHULYHG�IURP�DQ�XQSUHFHGHQWHG�H[SDQVLRQ�RI�VFLHQWLILF�SRZHU�RYHU�ERWK�PDQ
V�HQYLURQPHQW�DQG�
PDQ�KLPVHOI���6WXGLHV�RI�FKDQJH���FXPXODWLYHO\�UHLQIRUFH�WKH�SLFWXUH�RI�D�VRFLHW\�XQGHUJRLQJ�D�IDU�UHDFKLQJ��
WHFKQRORJLFDOO\�LQGXFHG�UHYROXWLRQ��

7KH�3DFH�DQG�7KUXVW�RI�3URJUHVV�
7KH�IDFWV�UHIOHFWLQJ�FKDQJH�LQ�$PHULFD�DUH�IDPLOLDU�DQG�WKHUHIRUH�QHHG�QRW�EH�UHODWHG�LQ�GHWDLO��7KHUH�LV��

ILUVW�RI�DOO��WKH�PDVVLYH�H[SDQVLRQ�LQ�WKH�VHFWRU�RI�VRFLHW\�FRQFHUQHG�ZLWK�VFLHQFH�DQG�NQRZOHGJH��7KLV�PHDQV�D�
VLJQLILFDQW�JURZWK²PRUH�UDSLG�WKDQ�WKDW�LQ�WKH�RWKHU�VHFWRUV²LQ�WKH�QXPEHU�RI�VFLHQWLVWV��FROOHJH�VWXGHQWV��DQG��
RI�FRXUVH��WKH�LQVWLWXWLRQV�WKDW�QXUWXUH�WKHP����$V�D UHVXOW��WKH�XQLYHUVLW\�KDV�HPHUJHG�DV�WKH�FUHDWLYH�FRUH�RI�WKH�
PDVVLYH�OHDUQLQJ�FRPPXQLFDWLRQV�FRPSOH[��WKH�VRXUFH�RI�PXFK�GRPHVWLF�DQG�LQWHUQDWLRQDO�VWUDWHJLF�LQQRYDWLRQ��
,Q�VRFLDO�SUHVWLJH�DQG�LQIOXHQFH��WKH�XQLYHUVLW\�LV�GLVSODFLQJ�WKH�HTXLYDOHQW�LQVWLWXWLRQV�RI�WKH�PRUH�WUDGLWLRQDO�
$PHULFD��WKH�FKXUFK�DQG�ELJ�EXVLQHVV��

7KH�HPSKDVLV�RQ�VFLHQFH�DQG�OHDUQLQJ�JRHV�KDQG�LQ�KDQG�ZLWK�WKH�UDWLRQDOL]DWLRQ�RI�WHFKQLTXHV�DQG�WKH�
LQWURGXFWLRQ�RI�QHZ�WHDFKLQJ��PDQDJHULDO��FRPSXWLQJ��DQG�FRPPXQLFDWLRQV�GHYLFHV��ZKLFK�DUH�DOWHULQJ�
HVWDEOLVKHG�SUDFWLFHV�DQG�FKDQJLQJ�WKH�PHWKRGV�XVHG�WR�VWRUH�DQG�UHWULHYH�DFFXPXODWHG�NQRZOHGJH��$�QDWLRQDO�
LQIRUPDWLRQ�JULG�WKDW�ZLOO�LQWHJUDWH�H[LVWLQJ�HOHFWURQLF�GDWD�EDQNV�LV�DOUHDG\�EHLQJ�GHYHORSHG��� WR�SRRO�WKH�QDWLRQ
V�
DFFXPXODWHG�NQRZOHGJH��,QFUHDVLQJO\�VZDPSHG�OLEUDULHV�PD\�VRRQ�ILQG�UHOLHI�E\�VKLIWLQJ�WR�WKH�XOWUDPLFURILFKH�
WHFKQLTXH��SLRQHHUHG�E\�1$6$��E\�ZKLFK�D�WZR�WKRXVDQG�SDJH�ERRN�FDQ�EH�UHGXFHG�WR�D�WUDQVSDUHQF\�VPDOOHU�
WKDQ�WKH�DYHUDJH�ERRN�SDJH��WKLV�ZLOO�PDNH�LW�IHDVLEOH�IRU�HYHU\�VPDOO�FROOHJH�WR�SRVVHVV�D�OLEUDU\�LQIHULRU�WR�
QRQH����7KRXJK�$PHULFDQ�HGXFDWLRQDO�WKHRULVWV�GLVDJUHH�DERXW�WKH�GHJUHH�WR�ZKLFK�WKH�HGXFDWLRQDO�V\VWHPV�FDQ�
DGDSW�WKH�QHZ�WHFKQLTXHV��WKHLU�GHEDWHV�UHYHDO�WKH�H[WHQW�WR�ZKLFK�WHFKQLFDO�DVVLPLODWLRQ�UDWKHU�WKDQ�
SKLORVRSKLFDO�LVVXHV�GRPLQDWHV�WKHLU�WKLQNLQJ����

&RQWHPSRUDU\�EXVLQHVV�SXWV�D�VLPLODU�SUHPLXP�RQ�NQRZOHGJH�DQG�WKH�UDSLG�DGDSWDWLRQ�RI�QHZ�
WHFKQLTXHV��7KLV�UHTXLUHV�WKH�SRROLQJ�RI�UHVRXUFHV��DQG�FROOHFWLYH�RUJDQL]DWLRQDO�HIIRUWV��WKH�IUHTXHQW�DQG�
V\VWHPDWLF�UHWUDLQLQJ�RI�WRS�SHUVRQQHO��DQG�D�FORVH�WLH�ZLWK�WKH�FHQWHUV�RI�NQRZOHGJH��/LQHDU�SURJUDPPLQJ��D�
V\VWHPV�DSSURDFK�WR�SUREOHPV��FRRUGLQDWHG�WHDPZRUN��DQG�D�KLJKO\�VRSKLVWLFDWHG�DWWLWXGH�WRZDUG�KXPDQ�
UHODWLRQV�DQG�ODERU�SV\FKRORJ\�DUH�EHFRPLQJ�WKH�GRPLQDQW�IHDWXUHV�RI�PDQDJHULDO�SURFHVVHV��$FFRUGLQJ�WR�
/DZUHQFH�$SSOH\��FKDLUPDQ�RI�WKH�$PHULFDQ�0DQDJHPHQW�$VVRFLDWLRQ��WKH�QXPEHU�RI�PDQDJHUV�LQYROYHG�LQ�
SURIHVVLRQDO�PDQDJHPHQW�VRFLHWLHV�DQG�ZRUNLQJ�ZLWK�PDQDJHPHQW�FRQVXOWDQWV�KDV�ULVHQ�IURP�WHQ�WKRXVDQG�LQ�
�����WR�RYHU�VL[�KXQGUHG�WKRXVDQG�LQ���������2SHUDWLRQDOO\��EXVLQHVV�OHVV�DQG�OHVV�UHVHPEOHV�D�SROLWLFDO�KLHUDUFK\�
RU�D�SHUVRQDO�ILHIGRP��LW�LV�LQFUHDVLQJO\�VLPLODU�WR�D�V\VWHPDWLF�VFLHQWLILF�XQGHUWDNLQJ�WKDW�QRW�RQO\�SURGXFHV�ZKDW�
LV�NQRZQ�EXW�V\VWHPDWLFDOO\�VHHNV�WR�H[SORUH�ZKDW�LV�WR�FRPH��Á�
,Q�VXPPDUL]LQJ�WKH�VRFLDO�WUDQVIRUPDWLRQ�ZURXJKW�E\�WHFKQRORJ\��'DQLHO�%HOO�OLVWHG�ILYH�NH\�DUHDV�RI�FKDQJH��
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PRUH�WKDQ����SHU�FHQW�RI�DOO�DGXOWV�ZHUH�KLJK�VFKRRO�JUDGXDWHV��LQ������WKH�FRUUHVSRQGLQJ�ILJXUH�ZDV�RQO\�RQH�SHU�FHQW���)RU�EDFNJURXQG�
GDWD��VHH�$��-��0DUURZ��'��*��%RZHUV��6��(��6HDVKRUH��0DQDJHPHQW�E\�3DUWLFLSDWLRQ� 1HZ�<RUN���������7KH�QXPEHU�RI�WHDFKHUV�LQFUHDVHG�
IURP�DERXW�����PLOOLRQ�LQ������WR�DERXW�����PLOOLRQ�D�GHFDGH�ODWHU��WKH�QXPEHU�RI�HQJLQHHUV�JUHZ�IURP�DERXW�KDOI�D�PLOOLRQ�WR�DOPRVW�D�
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6FLHQFH�3ROLF\��8QLWHG�6WDWHV�2(&'�SS���������
Á� �7KH�QHZ�VW\OH�RI�GHDOLQJ�ZLWK�WKH�IXWXUH�KDV�QR�DFFHSWHG��LQFOXVLYH�QDPH��EXW�WKH�QDPHV�RI�LWV�PRUH�KLJKO\�GHYHORSHG�WHFKQLTXHV�KDYH�
EHFRPH�IDPLOLDU�LQ�WKH�ODVW�WHQ�\HDUV�WR�PRVW�EXVLQHVVPHQ��JRYHUQPHQW�RIILFLDOV��PLOLWDU\�RIILFHUV��VFLHQWLVWV��DQG�WHFKQLFLDQV��7KH�WHFKQLTXHV�
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V\VWHPV�DQDO\VLV
�RU�
V\VWHPV�SODQQLQJ�
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DQG�REMHFWLYHV��
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�������

����7HFKQRORJ\�KDV�FUHDWHG�D�QHZ�GHILQLWLRQ�RI�UDWLRQDOLW\��D�QHZ�PRGH�RI�WKRXJKW��ZKLFK�HPSKDVL]HV�IXQFWLRQDO�
UHODWLRQV�DQG�WKH�TXDQWLWDWLYH«�
����7KH�UHYROXWLRQV�LQ�WUDQVSRUWDWLRQ�DQG�FRPPXQLFDWLRQ��DV�D�FRQVHTXHQFH�RI�WHFKQRORJ\��KDYH�FUHDWHG�QHZ�
HFRQRPLF�LQWHU�GHSHQGHQFLHV�DQG QHZ�VRFLDO�LQWHUDFWLRQV«�
����(VWKHWLF�SHUFHSWLRQV��SDUWLFXODUO\�RI�VSDFH�DQG�WLPH��KDYH�EHHQ�UDGLFDOO\�DOWHUHG������

7R�WKHVH�VKRXOG�EH�DGGHG WKH�QHZ�VHQVH�RI�VHOI�DZDUHQHVV�LQGXFHG�E\�VRFLHW\
V�LQFUHDVLQJ�DELOLW\�WR�VHH�
LWVHOI�LQ�WKH�PLUURU�SURYLGHG�E\�WHOHYLVLRQ��EXWWUHVVHG�E\�LQFUHDVHG�UHOLDQFH�RQ�VWDWLVWLFDO�DQDO\VLV���DQG�LQWHQVLILHG�
E\�D�V\VWHPDWLF�SUHRFFXSDWLRQ�ZLWK�PDQDJLQJ�QRW�RQO\�WKH SUHVHQW�EXW�WKH�IXWXUH��0RUHRYHU��IRU�SHUKDSV�WKH�ILUVW�
WLPH�LQ�LWV�KLVWRU\�$PHULFDQ�VRFLHW\�LV�EHJLQQLQJ�WR�DFTXLUH�D�QDWLRQDO�RXWORRN�RQ�VXFK�PDWWHUV�DV�UDFH�DQG�
SRYHUW\��KHQFH��LQDGHTXDFLHV�LQ�RQH�VHFWRU�DUH�QR�ORQJHU�D�PDWWHU�RI�UHODWLYH�LQGLIIHUHQFH�WR�DQRWKHU�UHJLRQ�RU�
FODVV�RU�PLQRULW\��$OO�WKLV�SURPSWV�D�PRUH�GHOLEHUDWH��OHVV�KDSKD]DUG�HIIRUW�WR�LGHQWLI\�VRFLDO�LQDGHTXDFLHV��DQG�LW�
WKHUHE\�OLQNV�PRUDO�RXWUDJH�DW�VRFLDO�LQMXVWLFH�ZLWK�D�PRUH�RSHUDWLRQDO�SUHRFFXSDWLRQ�ZLWK�LPSURYLQJ�RYHU�DOO�
VRFLDO SHUIRUPDQFH��0DQ
V�LQKXPDQLW\�WR�PDQ�ZDV�FHUWDLQO\�HDVLHU�WR�DFFHSW�LQ�D�VHWWLQJ�LQ�ZKLFK�KXPDQ�UHODWLRQV�
ZHUH�GLVWDQW��FODVV�LQWHUHVWV�ZHUH�FRPSDUWPHQWDOL]HG��DQG�VRFLDO�FRQVFLHQFH�ZDV�UDUHO\�DURXVHG�E\�YLVLEOH�
LQMXVWLFH��

7KH�FRQVHTXHQFH�LV�QRW�RQO\�XQGHQLDEO\�UDSLG�SURJUHVV�LQ�PDQ\�DUHDV�DQG�LQFUHDVHG�VRFLDO�DZDUHQHVV�RI�
H[LVWLQJ�IDLOLQJV��EXW�DOVR�WKH�LQWHQVLILFDWLRQ�RI�ROG�SUREOHPV�DQG�WKH�SRVLQJ�RI�QHZ�FKDOOHQJHV��7KH�HFRQRPLF�
EDVH�WKDW�GHWHUPLQHV�WKH�DYHUDJH�$PHULFDQ
V�PDWHULDO�ORW�KDV�H[SDQGHG�LQ�UHFHQW�\HDUV�DW�D�SDFH�WKDW�PDNHV�WKH�
$PHULFDQ�SHU�FDSLWD�*13�LQFUHDVH�DW�D�UDWH�JUHDWHU�WKDQ�WKDW�HQMR\HG�HLWKHU�E\�RWKHU�DGYDQFHG�VRFLHWLHV�RU�E\�
WKRVH WKDW�DUH�EHFRPLQJ�VR�����7KLV�FKDQJH�KDV�EHHQ�DFFRPSDQLHG�LQ�WKH�\HDUV�����������E\�VLJQLILFDQW��DQG�HYHQ�
DFFHOHUDWLQJ��VKLIWV�LQ�LQFRPH�GLVWULEXWLRQ�DQG�LQ�SDWWHUQV�RI�HPSOR\PHQW��VHH�7DEOHV����DQG������7KHVH�VKLIWV�
LQGLFDWH�WKH�VWUHQJWKHQLQJ�RI�WKH�PLGGOH�OHYHOV�RI�$PHULFDQ�VRFLHW\��D�GHYHORSPHQW�QRW�RQO\�V\PSWRPDWLF�RI�
JUHDWHU�VRFLDO�HJDOLWDULDQLVP�EXW DOVR�VLJQLILFDQWO\�UHOHYDQW�WR�WKH�SROLWLFDO�DVSHFWV�RI�WKH�FXUUHQW�$PHULFDQ�
WUDQVLWLRQ��RQ�ZKLFK�

7$%/(����� &+$1*(6�,1 ,1&20(',675,%87,21�$1'�,1�(03/2<0(17�
3HUFHQWDJH�RI�

)DPLOLHV�ZLWK�
,QFRPH�RI��

���������� ����������

����� ����� &KDQJH� ����� &KDQJH�

2YHU��������� ���� ���� ����� ����� �����
��RRR�����RRR� ����� ����� ����� ����� �����
8QGHU������� ����� ����� ����� ����� ²OO�O�
%DVHG�RQ��&RQVXPHU�,QFRPH���&XUUHQW�3RSXODWLRQ�5HSRUWV� 'HSDUWPHQW�RI�&RPPHUFH��$XJXVW����������SS�������7KH�GDWD�LQ�WKLV�WDEOH�DUH�
EDVHG�RQ�LQFRPH�RQO\��SULRU�WR�GHGXFWLRQV�IRU�WD[HV��+RZHYHU��WKH�UHSRUW�VWDWHV���(YHQ�DIWHU�DOORZDQFH�IRU�FKDQJHV�LQ�FRQVXPHU�SULFHV��IDPLO\�
LQFRPH�KDV�ULVHQ�E\�� ����WR���SHUFHQW�LQ�HDFK�RI�WKH�ODVW���\HDUV���S������

7$%/(����� &+$1*(6�,1 (03/2<0(17�,1 3(5&(17$*(6�
:KLWH�&ROODU� %OXH�&ROODU� 6HUYLFH� )DUP�

����� ����� ����� ����� ����
����� ����� ����� ����� ����
6RXUFH��0DQSRZHU�5HSRUW�RI�WKH�3UHVLGHQW� 'HSDUWPHQW�RI�/DERU��:DVKLQJWRQ��'�&���$SULO�������S�������

PRUH�ODWHU���,Q�DGGLWLRQ�WR�WKHVH�RYHU�DOO�SHUFHQWDJHV��QRWH�VKRXOG�EH�WDNHQ�RI�WKH�IDFW�WKDW�DV�RI�WKH�HQG�RI�WKH�
����V�$PHULFDQV�RZQHG�FORVH�WR����PLOOLRQ�DXWRPRELOHV��WKDW����SHU�FHQW�RI�$PHULFDQ�KRXVHKROGV�KDG�DW�OHDVW�
RQH�WHOHYLVLRQ�VHW�DQG����SHU�FHQW�KDG�DW�OHDVW�WZR��DQG�WKDW�RYHU����SHU�FHQW�RI�$PHULFDQ�IDPLOLHV�RZQHG�WKHLU�
RZQ�KRPHV�����'HVSLWH�WKH�LQGLVSXWDEOH�SHUVLVWHQFH�RI�SRYHUW\�LQ�WKH�8QLWHG�6WDWHV��$PHULFDQ�VRFLHW\�LV�DFKLHYLQJ�
DQ�XQSUHFHGHQWHG�DIIOXHQFH�WKDW�WRXFKHV�DOO�FODVVHV��

7KDW�SRYHUW\�EHVHWV�PLOOLRQV�RI�$PHULFDQV�KDV�EHHQ�DPSO\�GRFXPHQWHG�LQ�UHFHQW�\HDUV��DQG�WKH�
PDMRULW\
V�LQGLIIHUHQFH�WR WKLV�SUREOHP�KDV�EHHQ�DW�OHDVW�VRPHZKDW�VKDNHQ��7KH�SRYHUW\�OLQH�ZDV�LQLWLDOO\�GHILQHG��
E\�DUELWUDU\�DQG�YHU\�EURDG�DSSUR[LPDWLRQ��DV�LQFRPH�OHVV�WKDQ�������SHU�DQQXP�IRU�D�IDPLO\�RI�IRXU��RU�������
IRU�DQ�LQGLYLGXDO��7KHUH�LV�QR�GRXEW�WKDW�VXFK�D�OHYHO�LQYROYHV�DFXWH�KDUGVKLS�IRU�PRVW��DQG�HYHQ�PDOQXWULWLRQ�IRU�
PDQ\��EXW�HYHQ�PRUH�GHELOLWDWLQJ�LV�WKH�SV\FKRORJLFDO�VHQVH�RI�GHSULYDWLRQ�LQ�UHODWLRQVKLS�WR WKH�VRFLHW\
V�RYHU�DOO�
ZHDOWK����1RQHWKHOHVV� KHUH�WRR�WKH�SDFH�RI�HFRQRPLF�JURZWK��FRPELQHG�ZLWK�PRUH�GHOLEHUDWH�HIIRUWV��KDV�EURXJKW�
SURJUHVV��IURP������WR������WKH�JURXS�EHORZ�WKH�SRYHUW\�OLQH²DV�GHILQHG�E\�WKH�6RFLDO�6HFXULW\�$GPLQLVWUDWLRQ�
DQG�WDNLQJ�LQWR�DFFRXQW�WKH�ULVH�LQ�SULFHV²GURSSHG�IURP����SHU�FHQW�WR����SHU�FHQW�RI�WKH�SRSXODWLRQ�����
0RUHRYHU��DFFRUGLQJ�WR�WKH�&RXQFLO�RI�(FRQRPLF�$GYLVRUV
�5HSRUW�RI�HDUO\�������LI�����������UDWHV�LQ�UHGXFLQJ�
WKH�QXPEHU�RI�SRRU�SHUVRQV�DUH�FRQWLQXHG���SRYHUW\��ZLOO�EH�HQWLUHO\�HOLPLQDWHG�LQ�WHQ�\HDUV��LI�WKH������UDWHV�DUH�

� ,W�LV�XVHIXO�WR�UHFDOO�WKDW�D�FHQWXU\�DJR�D�FLWL]HQ�ZRXOG�UDUHO\��LI�HYHU��VHH�WKH�FKDUWV��JUDSKV��DQG�WDEOHV�WKDW�D�FRQWHPSRUDU\�$PHULFDQ�UHDGV�
DOPRVW�GDLO\�LQ�KLV�SUHVV�DQG�WKDW�DUH�D�VWDQGDUG�IHDWXUH�RI�DQ\�UHSRUW�RU�VWXG\��
�� ,W�LV�WKLV�SV\FKRORJLFDO�GLPHQVLRQ�WKDW�VRPH�IRUHLJQ�FRPPHQWDWRUV�QHJOHFW�ZKHQ�WKH\�FRPPHQW��ZLWK�D WRXFK�RI�HQY\��RQ�WKH�8QLWHG�6WDWHV
�
GHILQLWLRQ�RI�SRYHUW\��)RU�H[DPSOH���������$PHULFD�GUDZV�LWV�SRYHUW\�OLQH�DW�OHYHOV�WKDW�ZRXOG�EH�FRQVLGHUHG�JHQHURXV�DEURDG��$PLG�DOO�WKH�VDG�
VWDWLVWLFV�SRXUHG�IRUWK�DERXW�WKH�JKHWWRV��LW�LV�ZRUWK�UHPHPEHULQJ�WKDW�LQ������VRPH����SHU�FHQW�RI�DOO�EODFN�$PHULFDQ�IDPLOLHV�KDG�D�
WHOHYLVLRQ�VHW����7KH�1HXURWLF�7ULO�OLRQDLUH���7KH�(FRQRPLVW��VSHFLDO�LVVXH��0D\�����������S������



�������

FRQWLQXHG��LW�ZLOO�GLVDSSHDU�LQ�D�OLWWOH�RYHU�ILYH�\HDUV�DW�D�FRVW�RI������ELOOLRQ�DQQXDOO\��RQH�SHU�FHQW�RI�WKH�*13�
DQG���SHU�FHQW�RI�WKH�IHGHUDO�EXGJHW���

3RYHUW\�KDV�SODJXHG�SDUWLFXODUO\��EXW�QRW�H[FOXVLYHO\��WKH�EODFN�$PHULFDQV��,Q����� WKHLU�QDWLRQ�ZLGH�
PHGLDQ�LQFRPH�ZDV�RQO\����SHU�FHQW�RI�WKH�PHGLDQ�LQFRPH�RI�ZKLWHV��E\������WKLV�KDG�JURZQ�WR����SHU�FHQW�����
%ODFNV�DUH�WKH�SULQFLSDO�YLFWLPV�RI�SRRU�KRXVLQJ��SRRU�VFKRROLQJ��DQG�XQHPSOR\PHQW��7KH�XUEDQ�VOXPV��LQKDELWHG�
E\�D�PXFK�JUHDWHU�SHUFHQWDJH�RI�EODFNV�WKDQ�ZKLWHV��DQG�EODFNV�LQ�WKH�8QLWHG�6WDWHV�WRGD\�DUH�PRUH�KLJKO\�
XUEDQL]HG�WKDQ�ZKLWHV���LPSRVH�OLYLQJ�FRQGLWLRQV�UHPLQLVFHQW�RI�WKH�ZRUVW�SKDVHV�RI�LQGXVWULDOL]DWLRQ²DQG�DOO�WKH�
PRUH�LQWROHUDEOH�EHFDXVH�WKH\�DUH�QR�ORQJHU�D�SDUW�RI HFRQRPLF�JURZWK�EXW�D�YHVWLJLDO�UHPLQGHU�RI�DQ�DJH�ZKLFK�
$PHULFD�LV�LQFUHDVLQJO\�OHDYLQJ�EHKLQG��

1HYHUWKHOHVV��KHUH�WRR�HFRQRPLF�JURZWK�DQG�WKH�DSSHDUDQFH�RI QHZ�VRFLDO�YDOXHV�PDNH�DFFHOHUDWLQJ�
SURJUHVV�YLVLEOH��7KH�REYLRXV�EUHDNWKURXJKV�KDYH�EHHQ�RQ�WKH OHJDO�OHYHO�RI�FLYLO�ULJKWV��HVSHFLDOO\�LQ�HGXFDWLRQ�
DQG�KRXVLQJ��EXW�WKH\�KDYH�DOVR�WDNHQ�SODFH�RQ�WKH�HFRQRPLF�OHYHO��,Q����������SHU�FHQW�RI�$PHULFDQ�EODFNV�ZHUH�
FODVVLILHG�DV�SRRU��EXW�E\������WKH�ILJXUH�KDG�GURSSHG�WR����SHU�FHQW��LQ�������RQO\���SHU�FHQW�RI�1HJUR�IDPLOLHV�
KDG�LQFRPHV�RI�PRUH�WKDQ��������EXW�E\������WKLV�KDG�JURZQ�WR����SHU�FHQW��DQG�WKH�PHGLDQ�LQFRPH�RI�D�EODFN�
IDPLO\�ZDV�����������%HWZHHQ������DQG������WKH�QXPEHU�RI�EODFNV�LQ�SURIHVVLRQDO��WHFKQLFDO��DQG�PDQDJHULDO�
MREV�GRXEOHG��DQG VXEVWDQGDUG�KRXVLQJ�RFFXSLHG�E\�EODFNV�GURSSHG�IURP����SHU�FHQW�LQ������WR����SHU�FHQW�LQ�
������$FFRUGLQJ�WR�D�*DOOXS�SROO��EHWZHHQ������DQG������WKH�QXPEHU�RI�EODFNV�H[SUHVVLQJ�VDWLVIDFWLRQ�ZLWK�WKHLU�
MREV�LQFUHDVHG�IURP����SHU�FHQW�WR����SHU�FHQW��DQG�WKH�QXPEHU�RI�WKRVH�EODFNV�VDWLVILHG�ZLWK�WKHLU�KRXVLQJ�URVH�
IURP����SHU�FHQW�WR����SHU�FHQW�����

([WHQVLYH�FKDQJH�LV�DOVR�WDNLQJ�SODFH�LQ�$PHULFD
V�RYHU�DOO�FXOWXUDO�OLIH��,QFUHDVHG�HGXFDWLRQ��JUHDWHU�
OHLVXUH��DQG�SHUKDSV�DQ�XQFRQVFLRXV�UHDFWLRQ�WR�WKH�GDQJHU�WKDW�WHFKQRORJ\�FRXOG�EUHHG�FXOWXUDO�HPSWLQHVV�KDYH�
OHG�WR�D�KHLJKWHQHG�LQWHUHVW�LQ�PXVLF��GUDPD��DQG�WKH�YLVXDO�DUWV��7KLV�KDV�QRW�RQO\�LQYROYHG�D�VSXUW�LQ�WKH�
FRQVWUXFWLRQ�RI�DUW�FHQWHUV�DQG�UHQHZHG�OLIH�IRU�$PHULFDQ�PXVHXPV�EXW�KDV�DOVR�OHG�WR�WKH�H[WHQVLYH�DGRSWLRQ�RI�
QHZ�WHFKQLTXHV²VXFK�DV�YLGHR�WDSH�RU�VWHUHRSKRQLF�VRXQG²WR�PDNH�HDVLO\�DYDLODEOH�LQ�WKH�KRPH�FXOWXUDO�
SOHDVXUHV�WKDW�SUHYLRXVO\�UHTXLUHG�D�JUHDW�H[SHQGLWXUH�RI�WLPH�DQG�PRQH\��,Q�DGGLWLRQ��FORVHG�FLUFXLW�WHOHYLVLRQ�
KDV�RSHQHG�XS�QHZ�RSSRUWXQLWLHV�IRU�ERWK�ORFDO�DQG�HYHQ�KRPH�EDVHG�XQLYHUVLW\��RU�PXVHXP�VSRQVRUHG�DGXOW�
HGXFDWLRQ��&XOWXUH�DQG�HGXFDWLRQ�KDYH�WKHUHIRUH�FHDVHG�WR�EH�DULVWRFUDWLF�SULYLOHJHV��WKH\�KDYH�LQFUHDVLQJO\�
EHFRPH�DQ�RSWLRQ�DYDLODEOH�WR�PRUH�DQG�PRUH�$PHULFDQV²DV�ZHOO�DV�D�VRPHWLPHV�RVWHQWDWLRXV�V\PERO�RI�QHZ�
RSXOHQFH��

(FRQRPLF�SURJUHVV�DQG�HOHYDWHG�VRFLDO�H[SHFWDWLRQV�KDYH�SUHFLSLWDWHG�DQ�LQIOX[�LQWR�FROOHJHV�DQG�
XQLYHUVLWLHV�RI�ODUJH�QXPEHUV�RI�\RXQJ�SHRSOH�IURP�IDPLOLHV�ZLWK�QR�SUHYLRXV�EDFNJURXQG�RI�KLJKHU�HGXFDWLRQ��
2I�WKH�VRPH�����PLOOLRQ�IDPLO\�VXSSRUWHG�FROOHJH�VWXGHQWV�LQ����������SHU�FHQW�FDPH�IURP�KRPHV�LQ�ZKLFK�WKH�
KHDG�RI�WKH�IDPLO\�KDG�QHYHU�FRPSOHWHG�D�VLQJOH�\HDU�LQ�FROOHJH��0RUH�VWULNLQJ�VWLOO�LV�WKH�IDFW�WKDW����SHU�FHQW��RU�
DOPRVW�RQH�KDOI�RI�WKH�DERYH����SHU�FHQW��FDPH�IURP�KRPHV�LQ�ZKLFK�WKH�KHDG�RI�WKH�IDPLO\�KDG�QRW�KDG�HYHQ�
IRXU�\HDUV�RI�KLJK�VFKRRO�����'XULQJ�����������WKH�QXPEHU�RI�PDOH�EODFNV�ZKR�KDG�FRPSOHWHG�D�KLJK�VFKRRO�
HGXFDWLRQ�LQFUHDVHG�IURP����WR����SHU�FHQW��WKH�QXPEHU�RI�WKRVH�ZKR�KDG�REWDLQHG�FROOHJH�GHJUHHV�DOPRVW�
GRXEOHG�LQ�MXVW�WZR�\HDUV��IURP���SHU�FHQW�LQ������WR�����SHU�FHQW�LQ����������$V�RI�WKH�ODWH�����V�����SHU�FHQW�RI�
VL[WHHQ� WR�VHYHQWHHQ�\HDU�ROG�EODFN�$PHULFDQV�ZHUH�VWLOO�LQ�VFKRRO��DQG�WKH�SURSRUWLRQ�JRLQJ�WR�FROOHJH�ZDV�
KLJKHU�WKDQ�WKDW�IRU�WKH�VDPH�DJH�EUDFNHW�LQ�:HVWHUQ�(XURSH�����

7R�WKH�H[WHQW�WKDW�KLJKHU�HGXFDWLRQ�KDV�EHFRPH�WKH�PRVW�LPSRUWDQW�PHDQV�RI�VRFLDO�DGYDQFHPHQW�LQ�
$PHULFD��WKH�DERYH�ILJXUHV�DUH�HYLGHQFH�RI�SRWHQWLDOO\�VLJQLILFDQW�XSZDUG�PRYHPHQW���7KXV��DV�RI������VRPH����
SHU�FHQW�RI�DOO�FROOHJH�VWXGHQWV�FDPH�IURP�EOXH�FROODU��VHUYLFH��RU�IDUP�IDPLOLHV�����(GXFDWLRQDO�EDFNJURXQG�DQG�
LQWHOOHFWXDO�VFLHQWLILF�DFKLHYHPHQW�DUH�LQFUHDVLQJO\�EHFRPLQJ�WKH�PHDVXUH�RI�VRFLDO�ZRUWK��7KLV�GHYHORSPHQW�LV�
RI�SDUWLFXODU�LPSRUWDQFH�WR�UDFH�UHODWLRQV��1HLWKHU�WKH�KXFNVWHU
V�VKRUW�FXW�QRU�WKH�+RUDWLR�$OJHU�VWRU\�RIIHUV�
PXFK�LQFHQWLYH�RU�SURPLVH�WR�PLOOLRQV�RI�\RXQJ�EODFNV��EXW�PDVV�HGXFDWLRQ��FRPELQHG�ZLWK�WKH�HFRQRP\
V�
H[SDQGHG�QHHGV��GRHV�SURYLGH�D�ZLGH�FKDQQHO�IRU�VDWLVI\LQJ�LQGLYLGXDO�DPELWLRQV�RQ�D�VRFLDOO\�VLJQLILFDQW�VFDOH��
(GXFDWLRQ�FRXOG�WKHUHIRUH�VHUYH�DV�WKH�SRLQW�RI�GHSDUWXUH�IRU�DWWDLQLQJ�D�VRFLDOO\�HJDOLWDULDQ�DQG�SROLWLFDOO\�
GHPRFUDWLF�PXOWL�UDFLDO�VRFLHW\��7KH�DWWDLQPHQW�RI�VXFK�D�VRFLHW\�ZRXOG�EH�D�KLVWRULF YLFWRU\ IRU�PDQNLQG��IRU�WKH�
EUXWDO�IDFW�LV�WKDW�UDFH�UHODWLRQV�DUH�PRVW�YXOQHUDEOH�WR�WKH�LUUDWLRQDO�IRUFHV�RI�KXPDQ�PRWLYDWLRQ��WKH�YLVXDO��
LQVWLQFWLYH��H[FOXVLYLVWLF�VHOHFWLRQ�WKDW�RSHUDWHV�DOPRVW�DXWRPDWLFDOO\�RQ�WKH�UDFLDO�IURQW��

7KH�8QFHUWDLQW\�RI�3URJUHVV�
%XW�LW�PXVW�LPPHGLDWHO\�EH�DGGHG�WKDW�EHIRUH�$PHULFD�IXOO\�EHFRPHV�VXFK�D�VRFLHW\²LQGHHG��LQ�RUGHU�

IRU�LW�WR�EHFRPH�VXFK�D�VRFLHW\²WKH�XQDVVLPLODWHG�OHJDF\�RI�LQGXVWULDO�$PHULFD�DV�ZHOO�DV�WKH�XQXVXDO�SUREOHPV�
LQKHUHQW�LQ�WKH�$PHULFDQ�WUDQVLWLRQ�WR�D�WHFKQHWURQLF�VRFLHW\�PXVW�ILUVW�EH�VXUPRXQWHG��7KH�LQLWLDOO\�UHOXFWDQW�EXW�
LQFUHDVLQJO\�ZLGHVSUHDG�VRFLDO�UHFRJQLWLRQ�RI�WKH�IDFW�WKDW�WKH�SDVW�KDV�VWLOO�WR�EH�VHWWOHG�ZLWK�HYHQ�ZKLOH�WKH�QHZ�

�2QH�UHODWHG�DQG�LQWULJXLQJ�DVSHFW�RI�WKLV�GHYHORSPHQW�LV�WKH�LQFUHDVLQJ�HQWUDQFH�LQWR�WKH�FRXQWU\
V�SROLWLFDO�HOLWH�RI�SUHYLRXVO\�
QRQSDUWLFLSDWLQJ�HWKQLF�DQG�UDFLDO�JURXSV��-HZV��1HJURHV��,WDOLDQV��DQG��WR�D�OHVVHU�H[WHQW��3ROHV�DQG�*UHHNV��KDYH�EHHQ�PDNLQJ�DQ�DSSHDUDQFH�
LQ�WKH�QDWLRQDO�JRYHUQPHQW�RQ�OHYHOV�DQG�RQ�D�VFDOH�SUHYLRXVO\�UDUHO\�DWWDLQHG�E\ QRQ��:$636���:KLOH�SUHFLVH�VWDWLVWLFV�DUH�QRW�DYDLODEOH��
WKHVH�QHZ��HOLWHV�²ZKRVH�$PHULFDQLVP�LV�VRPHWLPHV�DV�LQWHQVH�DV�LW�LV�QHZ²PD\�KDYH�KDG�VRPHWKLQJ�WR�GR�ZLWK�WKH�UHDSSHDUDQFH�RI�WKH�
DFWLYLVW��QDWLRQDOLVW��G\QDPLF�RULHQWDWLRQ�QRWHG�E\�'DYLG�5LHVPDQ LQ�KLV��6RPH�4XHVWLRQV�DERXW�WKH�6WXG\�RI�$PHULFDQ�1DWLRQDO�&KDUDFWHU�LQ�
WKH�7ZHQWLHWK�&HQWXU\�� $QQDOV�RI�WKH�$PHULFDQ�$FDGHP\�RI�3ROLWLFDO�DQG�6RFLDO�6FLHQFH�0DUFK�������HVSHFLDOO\�S�����



�������

LV�EHLQJ�KDUQHVVHG�KDV�FUHDWHG�DQ�LQIODPPDEOH�VLWXDWLRQ�WKDW�KDV�DOUHDG\�WDNHQ�LWV�WROO�DQG�FRXOG�JURZ�ZRUVH��
$Q�HFRQRPLF�UHFHVVLRQ�WKZDUWLQJ�DURXVHG�KRSHV�ZRXOG�KDYH�HVSHFLDOO\�FDODPLWRXV�FRQVHTXHQFHV�IRU�WKH�

VWDELOLW\�RI�WKH�$PHULFDQ�VRFLDO�RUGHU��0XFK�FOHDUO\�GHSHQGV�RQ�WKH�H[SDQGLQJ�HFRQRP\
V�FDSDFLW\�WR�DEVRUE�DQG�
DPHOLRUDWH�H[LVWLQJ�WHQVLRQV��(FRQRPLF�JURZWK�DW�D�UHODWLYHO\�VWDEOH�DQG�KLJK�UDWH�RI�DSSUR[LPDWHO\�WKUHH�DQG�D�
KDOI�SHU�FHQW�SHU�DQQXP��DOORZLQJ�IRU�DQQXDO�YDULDWLRQV��VHHPV�WR�EH�WKH VLQH�TXD�QRQ IRU�WKH�FRQWLQXHG�HYROXWLRQ�
RI�$PHULFDQ�VRFLHW\�WRZDUG�D�VLWXDWLRQ�LQ�ZKLFK�OLEHUW\�DQG�HTXDOLW\�ZLOO�EXWWUHVV�EXW�QRW�YLWLDWH�RQH�DQRWKHU��
7KLV�LV�SDUWLFXODUO\�WUXH�RI�SRYHUW\�DQG�UDFH�UHODWLRQV��LQ�ZKLFK�HYHQ�VRFLDO�JRRG�ZLOO�ZLOO�EH�SRZHUOHVV�WR�
DFFRPSOLVK�PXFK�LQ�WKH�HYHQW�RI�D�VLJQLILFDQW�HFRQRPLF VORZGRZQ��7KH�ILUVW�YLFWLPV�RI�D�UHFHVVLRQ�ZLOO�EH�WKH�
SRRU�DQG�WKH�EODFNV��ZKR�DOZD\V�DEVRUE�D�GLVSURSRUWLRQDWH�DPRXQW�RI�WKH�VXIIHULQJ��RZLQJ�WR�HFRQRPLF�
PDOIXQFWLRQ���

8QIRUWXQDWHO\��LW�LV�QRW�HYHQ�FHUWDLQ�WKDW�WKH�UHODWLYHO\�VWURQJ�SDFH�RI�HFRQRPLF�JURZWK�LQ�WKH�����V�ZLOO�
VXIILFH�WR�OLTXLGDWH�WKH XQILQLVKHG�EXVLQHVV�RI�$PHULFD
V�LQGXVWULDOL]DWLRQ��ERWK�LQ�DEVROXWH�WHUPV�RU�UHODWLYH�WR WKH�
JURZWK�RI�VRFLHW\�DW�ODUJH���� ,QGHHG��ZKDW�DPRXQWV�WR�WKH�FRH[LVWHQFH�RI�WZR�UDWKHU�VHSDUDWH�$PHULFDQ�HFRQ��
RPLHV²WKH ODJJLQJ�DQG�HYHQ�GHFD\LQJ�LQGXVWULDO�HFRQRP\��LQFUHDVLQJO\�H[SRVHG�WR�PRUH�HIIHFWLYH�IRUHLJQ�
FRPSHWLWLRQ��KLJKO\�YXOQHUDEOH�WR�F\FOLFDO�VZLQJV��DQG�HPSOR\LQJ�WKH�SRRUHU�DQG�OHVV�VNLOOHG�ZRUNHUV��DQG�WKH�
H[SDQGLQJ�WHFKQHWURQLF�HFRQRP\��EDVHG�RQ�DHURVSDFH�DQG�RWKHU�IURQWLHU�LQGXVWULHV�DQG�HPSOR\LQJ�WKH�EHWWHU��
WUDLQHG��EHWWHU�HGXFDWHG��DQG�EHWWHU�SDLG�ZRUNHUV�²KDV�PDGH�WKH�DVVLPLODWLRQ�DQG�XSJUDGLQJ�RI�WKH�SRRUHU�
VHJPHQWV�RI�$PHULFDQ�VRFLHW\�PRUH�GLIILFXOW��

7KLV�JDS�LV�FRPSOLFDWLQJ�WKH�HIIRUWV�WR�FUHDWH�D�UDFLDO�KDUPRQ\�EDVHG�RQ�ERWK�OLEHUW\�DQG�HTXDOLW\��7KH�
1HJUR�VKRXOG�KDYH�EHHQ�LQWHJUDWHG�LQWR�$PHULFDQ�VRFLHW\ GXULQJ WKH�$PHULFDQ�LQGXVWULDO�UHYROXWLRQ��
8QIRUWXQDWHO\��WKDW�UHYROXWLRQ�FDPH�EHIRUH�$PHULFD��LI�QRW�WKH�1HJUR��ZDV�UHDG\�IRU�IXOO�LQWHJUDWLRQ��,I WKH�EODFN�
$PHULFDQ�KDG�UHSUHVHQWHG�RQO\�DQ�HFRQRPLF�OHJDF\�RI�WKH�SUH�LQGXVWULDO�DJH��SHUKDSV�KH�FRXOG�KDYH�EHHQ�PRUH�
HIIHFWLYHO\�LQWHJUDWHG�LQWR�WKH�LQGXVWULDO�DJH��%XW�UDFLDO�SUHMXGLFH�NHSW�KLP�IURP�DFTXLULQJ�WKH�QHFHVVDU\�VNLOOV��
7KH�SUREOHP�LV�FXPXODWLYH��DQG�WRGD\�WKH�PRUH�DGYDQFHG�$PHULFDQ�XUEDQ�LQGXVWULDO�UHJLRQV�DUH�ILQGLQJ�LW�
GLIILFXOW�WR�LQWHJUDWH�EODFNV²ERWK�D�UDFLDO�PLQRULW\�DQG�$PHULFD
V�RQO\�IHXGDO�OHJDF\²SUHFLVHO\�EHFDXVH�WKHVH�
UHJLRQV�DUH�PRYLQJ�LQWR�D�QHZ�DQG�PRUH�FRPSOH[�SKDVH�WKDW�UHTXLUHV�PRUH�GHYHORSHG�VRFLDO�VNLOOV��
3DUDGR[LFDOO\��LW�FDQ�EH�DUJXHG�WKDW�WKH�6RXWK�WRGD\ VWDQGV�D�EHWWHU�ORQJ�UDQJH�FKDQFH�RI�IXOO\�LQWHJUDWLQJ�WKH�
EODFNV��$PHULFDQ�FRQVFLRXVQHVV�LV�FKDQJLQJ��WKH�EODFN�KDV�DZDNHQHG��DQG�WKH�$PHULFDQ�6RXWK�LV�EHJLQQLQJ�WR�
PRYH LQWR�WKH�LQGXVWULDO�DJH��,W�PLJKW��LI�LW�PRYHV�UDSLGO\�HQRXJK��WDNH�WKH�EODFN�DORQJ�ZLWK�LW�����

7KH�ODUJHU�TXHVWLRQ�VWLOO�UHPDLQV��:LOO�WKH�SDFH�RI�GHYHORSPHQW�EH�UDSLG�HQRXJK�WR�PHHW�WKH�FKDOOHQJH�
SRVHG�E\�WKH�VLPXOWDQHRXV�DQG�PXWXDOO\�UHLQIRUFLQJ�SURFHVVHV�VHW�LQ�DFWLRQ�E\�WKH�EODFN�$PHULFDQ
V�DZDNHQLQJ�
DQG�E\�KLV�GLVLOOXVLRQPHQW�ZLWK�WKH�$PHULFDQ�V\VWHP"�1XPHURXV�SXEOLF�RSLQLRQ�SROOV�UHFRUG�WKH�EODFN
V�JURZLQJ�
FRQYLFWLRQ�WKDW�KH�KDV�QR�FKRLFH�EXW�WR�RSW�RXW�RI�WKH�SROLWLFDO�V\VWHP��WR�UHO\�RQ�H[FOXVLYHQHVV��HYHQ�RQ�YLROHQFH��
DV�WKH�EDVLF�PHDQV�RI�SURJUHVV�����7KLV�PRRG�ZDV�DEVHQW�IURP�WKH�H[SHULHQFH�RI�ZKLWH�LPPLJUDQW�JURXSV��ZKLFK�
RQ�WKH�ZKROH�DVSLUHG�WR�HQWHU�WKH�$PHULFDQ�FRPPXQLW\�DV�UDSLGO\�DV�SRVVLEOH��,Q�FRQWUDVW��PDQ\�EODFNV�VHH�LQ�
H[FOXVLYHQHVV�DQG�LQ�EXLOGLQJ�D�VHSDUDWH�FRPPXQLW\�WKH�RQO\�ZD\�WR�WKH�IXWXUH²D�IXWXUH�WKDW�WR�WKHP�QR�ORQJHU�
QHFHVVDULO\�LPSOLHV�DQ�HYHQWXDO�PHUJHU�ZLWK�WKH�ODUJHU�$PHULFDQ�VRFLHW\��

1RU�LV�LW�FHUWDLQ�WKDW�WKH�HQWUDQFH�RI�ODUJH�QXPEHUV�RI�EODFNV�LQWR�LQWHJUDWHG�XQLYHUVLWLHV�ZLOO�KHOS�WR�
DOOHYLDWH�UDFLDO�WHQVLRQV��7KRXJK�WKLV�GHYHORSPHQW�LV�QHFHVVDU\�WR�SURPRWH�IXOO�VFDOH�SDUWLFLSDWLRQ�RI�WKH�EODFN�LQ�
WKH�8QLWHG�6WDWHV��VHYHUDO�VKRUW�WHUP�IDFWRUV�SRLQW�WR�DQ�LQFUHDVH�LQ�UDFLDO�WHQVLRQV�DV�D�UHVXOW�RI�WKH�LQFUHDVHG�
HGXFDWLRQDO�RSSRUWXQLWLHV�IRU�EODFNV��)LUVW�RI�DOO��LW�LV�XQFHUWDLQ�WKDW�EODFN�JUDGXDWHV�ZLOO�LQ�IDFW�REWDLQ�WKH�
SRVLWLRQV�WKH\�ZLOO�IHHO�HQWLWOHG�WR��Á� VHFRQGO\��WKLV�GLIILFXOW\�LV�OLNHO\�WR�EH�PDJQLILHG�E\�WKH�SUHGLVSRVLWLRQ�RI�
VRPH�EODFNV�WR�LQVLVW�RQ�VHSDUDWH��EODFN�VWXGLHV��SURJUDPV��QRW�VXEMHFW�WR�SUHYDLOLQJ�DFDGHPLF�VWDQGDUGV��ZKLFK�
ZLOO�LQHYLWDEO\�SURGXFH�LQ�JURZLQJ�QXPEHUV�WKH�$PHULFDQ�HTXLYDOHQW�RI�WKH�IUXVWUDWHG�DQG�EDGO\�HGXFDWHG�
SVHXGR�LQWHOOLJHQWVLD�RI�WKH�JOREDO�JKHWWRV��ILQDOO\��DV�WKH�$PHULFDQ�EODFN�JDLQV�VHOI�FRQILGHQFH�DQG�DV�KLV�VRFLDO�
SRVLWLRQ�LPSURYHV��KH�PD\�WHPSRUDULO\�EH�OHVV�UHVSRQVLYH�WR�WKH�DUJXPHQW�WKDW�KLV�SURJUHVV�GHSHQGV�RQ�
FRRSHUDWLRQ�ZLWK�ZKLWHV��DQG�KLV�VKDUSHQHG�DZDUHQHVV�RI�VRFLDO�LQMXVWLFH�LV�OLNHO\�WR�EH�H[SUHVVHG�LQ�D�PRUH�
UDGLFDO�SROLWLFDO�SRVWXUH�WKDW�LV�LQGLIIHUHQW�WR�ZKLWH�VHQVLWLYLWLHV��

7KH�SUREOHP�RI�UDFH�UHODWLRQV�JLYHV�DGGHG�XUJHQF\�WR�WKH�EURDGHU�TXHVWLRQ�RI�WKH�SODFH�RI�YLROHQFH�LQ�
$PHULFDQ�VRFLHW\��:KLWH�VRFLHW\�PD\�FRQWLQXH�WR�SURFODLP�WKDW��YLROHQFH�FDQQRW�EXLOG D�EHWWHU�VRFLHW\���EXW�WKH�
EODFN�ZLOO�FRQWLQXH�WR�VHH�KLV�LQIHULRU�VRFLDO�FRQGLWLRQ�DV�WKH�EDVLF�UHDOLW\��7R�WKH�H[WHQW�WKDW�YLROHQFH�SUHFLSLWDWHV�
EXUVWV�RI�UHIRUP�GHVLJQHG�E\�WKH�ZKLWH�FRPPXQLW\�WR�UHGUHVV�LQMXVWLFHV��WKH�DUJXPHQW�WKDW�YLROHQFH�LV�QHFHVVDU\�

�7KH�����SHU�FHQW�XQHPSOR\PHQW�ILJXUH�DW�WKH�HQG�RI������PHDQW�WKDW������SHU�FHQW�RI�DOO�EODFN�WHHQ�DJHUV�ZHUH�XQHPSOR\HG��IRU�ZKLWHV�WKH�
FRUUHVSRQGLQJ�ILJXUH�ZDV������SHU�FHQW���DQG�WKDW�����SHU�FHQW�RI�EODFN�PHQ�ZHUH�ZLWKRXW�MREV��IRU�ZKLWHV�WKH�ILJXUH�ZDV�����SHU�FHQW���
��:LWK�D���SHU�FHQW�JURZWK�LQ�*13��LQ�FRQVWDQW�GROODUV��ZKLFK�LV�KLJKHU�WKDQ�WKH�DYHUDJH�JURZWK�VLQFH��������WKHUH�DUH�OLNHO\�WR�EH�FORVH�WR����
PLOOLRQ�LQ�SRRU�KRXVHKROGV�LQ������FRPSDUHG�WR����PLOOLRQ�LQ�������2I�WKHVH��PRUH�WKDQ���PLOOLRQ�ZLOO�EH�IDPLOLHV�KHDGHG�E\�QRQ�DJHG�
ZRUNLQJ�PDOHV�FRPSDUHG WR����PLOOLRQ�LQ��������'HSDUWPHQW�RI�+HDOWK��(GXFDWLRQ��DQG�:HOIDUH��7RZDUG�D�6RFLDO�5HSRUW�:DVKLQJWRQ��'�&���
S�������
�,Q������WKH�SRRUHVW����SHU�FHQW�RI�WKH�SRSXODWLRQ�UHFHLYHG���SHU�FHQW�RI�WKH�LQFRPH��DQG�LW�KHOG�WKLV�VDPH���SHU�FHQW�VKDUH�LQ�������� ����7KH�
VHFRQG�ORZHVW�ILIWK�JRW����SHU�FHQW�LQ������DQG����SHU�FHQW�LQ�������,Q�VKRUW�����SHU�FHQW�RI�WKH�$PHULFDQ�SHRSOH�ZHUH�KHOG�WR�D����SHU�FHQW�
VKDUH�RI�WKH�LQFRPH�WKURXJKRXW�WKH�HQWLUH�SRVWZDU�SHULRG��7KH���SHU�FHQW�DW�WKH�WRS�JRW�DERXW�WKH�VDPH�SURSRUWLRQ�DV�WKDW����SHU�FHQW��
�0LFKDHO�+DUULQJWRQ��7RZDUG�D�'HPRFUDWLF�/HIW��1HZ�<RUN��������S�������
Á�1HZ�<RUN�&LW\�VWDWLVWLFV�LQGLFDWH��IRU�H[DPSOH��WKDW�ZKLWH�GURSRXWV�KDYH�EHWWHU�HPSOR\PHQW�RSSRUWXQLWLHV�WKDQ�EODFN�KLJK�VFKRRO�JUDGXDWHV�
�7KH�1HJUR�$OPDQDF� 1HZ�<RUN��������FKDUW�RQ�S�������



�������

WR�EODFN�SURJUHVV�EHFRPHV�VWURQJHU�DQG�VWURQJHU��2Q�WKH�RWKHU�KDQG��WKLV�UHOLDQFH�RQ�YLROHQFH�WHQGV�WR�EOXU�WKH�
GLVWLQFWLRQ��LPSRUWDQW�WR�WKH�IXQFWLRQLQJ�RI�DQ\�VRFLHW\��EHWZHHQ�SROLWLFDO�DQG�FULPLQDO�YLROHQFH��ZDV�(OGULGJH�
&OHDYHU�D�SROLWLFDO�RU�D�FULPLQDO�IXJLWLYH"���DQG�LW�SURPSWV�ERWK�OHJDOO\�IRUPDOL]HG�PDVVLYH�UHSUHVVLRQV�E\�VRFLHW\�
DW�ODUJH�DQG�UDWLRQDOL]DWLRQV�RI�YLROHQFH�E\�WKH�PRUH�OLEHUDO�DQG�HGXFDWHG�VHJPHQWV��HLWKHU�UHVXOW�GHVWUR\V�VR��
FLHW\
V�FDSDFLW\�IRU�GLVFULPLQDWLQJ�EHWZHHQ�WKH�QHFHVVLW\�IRU�RUGHU�DQG�WKH�LPSHUDWLYH�RI�FKDQJH��

$�VRFLHW\
V�FDSDFLW\�IRU�PDNLQJ�VXFK�MXGJPHQWV�LV�ERXQG�WR�EH�XQGHUPLQHG�E\�WKH�GHJUHH�WR�ZKLFK�LW�
EHFRPHV�SV\FKRORJLFDOO\�LQXUHG�WR�OLYLQJ�ZLWK�YLROHQFH�DQG�WR�DFFHSWLQJ�YLROHQFH�DV�D�PHDQV�IRU�VROYLQJ�LWV�
SUREOHPV��7KDW�$PHULFD
V�VRFLDO�KLVWRU\��DV�ZHOO�DV�LWV�SROLWLFDO�KLVWRU\��KDV�EHHQ�YLROHQW�LV�QRW�GLVSXWHG��7KDW�
$PHULFD�KDV�EHHQ�D�PRUH�YLROHQW�VRFLHW\�WKDQ�RWKHUV�LV�GHEDWDEOH���%XW�WKH TXHVWLRQ�RI�YLROHQFH�JRHV�EH\RQG�
VWDWLVWLFV�RU�HYHQ�UDFH�UHODWLRQV��LW�LQYROYHV�WKH�EDVLF�SDWWHUQ�RI�D�QDWLRQ
V�FXOWXUH���DQG�WKH�ZD\�LQ�ZKLFK�D�VRFLHW\�
VROYHV�LWV�SUREOHPV��

7RGD\�WKH�SUREOHPV�RI�SRYHUW\�RU�RI�UDFH�UHODWLRQV�GHPDQG�DGHSW�SV\FKRORJLFDO�VHQVLWLYLW\�WR�QXDQFHV�
DQG�UHVWUDLQW�LQ�EDODQFLQJ�PDQ\�FRPSOH[�DQG�FRPSHWLQJ LQGLYLGXDO�DQG�JURXS�ULJKWV��7KLV�LV�D�SRLQW�ZKLFK�PDQ\�
LPSDWLHQW�UHIRUPHUV�RYHUORRN��7KH�DVVLPLODWLRQ�RI�DQ\�HWKQLFDOO\�RU�UDFLDOO\�GLVWLQFWLYH�JURXS�LQWR�WKH�PDMRULW\�
FXOWXUH�LV�SRVVLEOH�RQO\�LQ�D�FRQWH[W�RI�VWDEOH�LQVWLWXWLRQV�DQG�YDOXHV�H[SUHVVHG�LQ�RUGHUO\�SURFHGXUHV��,W�LV�
SRVVLEOH�WR�PDLQWDLQ�PDMRULW\�GRPLQDWLRQ�E\�YLROHQFH�RU�WR�UHYHUVH�WKH�SRZHU�UHODWLRQV�EHWZHHQ�UDFHV�E\�YLROHQW�
UHYROXWLRQ��EXW�WR�FUHDWH�KDUPRQLRXV�UDFH�UHODWLRQV�D�VRFLHW\�PXVW�EH�FRQGLWLRQHG�WR�DFFHSW�FKDQJH�SHDFHIXOO\�DQG�
WR UHVROYH�VRFLDO�LVVXHV�QRQYLROHQWO\�I��%XW�WKLV DXWRPDWLFDOO\�WHQGV�WR�VWUHQJWKHQ�WKH�IRUFHV�WKDW�RSSRVH�FKDQJH��
ZKHWKHU�WKHVH�IRUFHV�UHSUHVHQW�HQWUHQFKHG�LQWHUHVWV�RU��PRUH�JHQHUDOO\��LQJUDLQHG�VRFLDO�RU�UDFLDO�DWWLWXGHV��$�
VRFLDO�VHWWLQJ�LQ�ZKLFK�D�ODUJH�SDUW�RI�WKH�SRSXODWLRQ�FRPHV�WR�LGHQWLI\�YLROHQFH�ZLWK�FKDQJH�DQG�WR�HTXDWH�RUGHU�
ZLWK�WKH�DEVHQFH�RI�FKDQJH�LV�D�VHWWLQJ�LQ�ZKLFK�DQ�HVFDODWLRQ�RI�FRQIOLFW�EHFRPHV�XQDYRLGDEOH��

7KH�)XWLOLW\�RI�3ROLWLFV�
7KH�UHVSRQVLYHQHVV�RI�SROLWLFDO�LQVWLWXWLRQV�WR�WKH QHHG�IRU�FKDQJH�LV�RI�JUHDW�LPSRUW�WR�$PHULFD
V�IXWXUH��

6RPH�FLWL]HQV�VHH�WKH�SUHVHQW�$PHULFDQ�V\VWHP�DV�LQFDSDEOH�QRW�RQO\�RI�SURPRWLQJ�WKH�QHHGHG�VRFLDO�FKDQJHV�EXW�
HYHQ�RI�UHDFWLQJ�WR�SUHVVXUH�RQ�EHKDOI�RI�VXFK�FKDQJHV��,Q�VXFK�D�VHWWLQJ��SURFHGXUHV�DQG�LQVWLWXWLRQV�WKDW�LQ�WLPHV�
RI�VWDELOLW\�DUH�YDXQWHG�IRU�WKHLU�GHOLEHUDWHQHVV�EHFRPH�LQ�WLPHV�RI�PRUH�UDSLG�FKDQJH�H[DPSOHV�RI�GHOD\��LQHIIL��
FLHQF\��DQG�HYHQ�IXQGDPHQWDO�LQMXVWLFH��Á�7KH�JRYHUQPHQW�DV�DQ�H[SUHVVLRQ�RI�WKH�QDWLRQDO�ZLOO�LQFUHDVLQJO\�WHQGV�

�7KH�1DWLRQDO�&RPPLVVLRQ�RQ�WKH�&DXVHV�DQG�3UHYHQWLRQ�RI�9LROHQFH��LQ�LWV�UHSRUW��9LROHQFH�LQ�$PHULFD��+LVWRULFDO�DQG�&RPSDUDWLYH�
3HUVSHFWLYHV���1HZ�<RUN���������VWDWHV���'HVSLWH�LWV�IUHTXHQF\��FLYLO�VWULIH�LQ�WKH�8QLWHG�6WDWHV�KDV�WDNHQ�PXFK�OHVV�GHVWUXFWLYH�IRUPV�WKDQ�LQ�
PDQ\�QRQ�:HVWHUQ�DQG�VRPH�:HVWHUQ�FRXQWULHV��������7KH�QDWLRQ�KDV�H[SHULHQFHG�QR�LQWHUQDO�ZDUV�VLQFH�WKH�&LYLO�:DU�DQG�DOPRVW�QRQH�RI�WKH�
FKURQLF�UHYROXWLRQDU\�FRQVSLUDF\�DQG�WHUURULVP�WKDW�SODJXHG�GR]HQV�RI�RWKHU�QDWLRQV��������
�$OWKRXJK�DERXW�WZR�KXQGUHG�DQG�WZHQW\�$PHULFDQV�GLHG�LQ�YLROHQW�FLYLO�VWULIH�LQ�WKH���\HDUV�EHIRUH�PLG�������WKH�UDWH�RI�����SHU�PLOOLRQ�
SRSXODWLRQ�ZDV�LQILQLWHVLPDO�FRPSDUHG�ZLWK�WKH�DYHUDJH�RI�DOO�QDWLRQV�RI�����GHDWKV�SHU�PLOOLRQ��DQG�OHVV�WKDQ�WKH�(XURSHDQ�DYHUDJH�RI�����
SHU�PLOOLRQ���SS������������
2Q�WKH�RWKHU�KDQG��D�ODWHU�UHSRUW�E\�WKH�VDPH�FRPPLVVLRQ�SRLQWV�RXW�WKDW��D�FRPSDULVRQ�RI�UHSRUWHG�YLROHQW�FULPH�UDWHV�LQ�WKLV�FRXQWU\�ZLWK�
WKRVH�LQ�RWKHU�PRGHUQ��VWDEOH�QDWLRQV VKRZV�WKH�8QLWHG�6WDWHV�UDSH�UDWH�FOHDU�OHDGHU��2XU�KRPLFLGH�UDWH�LV�PRUH�WKDQ�WZLFH�WKDW�RI�RXU�FORVHVW�
FRPSHWLWRU��)LQODQG��DQG�IURP���WR����WLPHV�KLJKHU�WKDQ�WKH�UDWHV�LQ�D�GR]HQ�RWKHU�DGYDQFHG�FRXQWULHV��LQFOXGLQJ�-DSDQ��&DQDGD��(QJODQG�DQG�
1RUZD\���DV�FLWHG�E\ 7KH�1HZ�<RUN�7LPHV��1RYHPEHU������������
��7KRXJK�LW�PD\�QRW�EH�PRUH�YLROHQW�WKDQ�RWKHU�VRFLHWLHV��FRQWHPSRUDU\�$PHULFD�LV�SV\FKRORJLFDOO\�SHUPHDWHG�E\�YLROHQFH��7KLV�LV�QRW�
RQO\²DQG�QRW�HYHQ�ODUJHO\²EHFDXVH�RI�WKH�GUDPDWLF�DVVDVVLQDWLRQV�RI�WKH ����V��,W�LV�DERYH�DOO�DWWULEXWDEOH�WR�$PHULFDQ�WHOHYLVLRQ��DOPRVW�
HQWLUHO\�FRQWUROOHG�E\�WKUHH�SURILW�RULHQWHG�FRUSRUDWLRQV�DQG�RQO\�ORRVHO\�FKHFNHG�E\�WKH�QDWLRQDO�JRYHUQPHQW��,Q������WKH�8QLYHUVLW\�RI�
3HQQV\OYDQLD�6FKRRO�RI�&RPPXQLFDWLRQV�UHSRUWHG�LQ WKH�UHVHDUFK�VWXG\�SUHSDUHG�IRU�WKH�1DWLRQDO�&RPPLVVLRQ�RQ�WKH�&DXVHV�DQG�3UHYHQWLRQ�
RI�9LROHQFH�WKDW�LQ�WZR�ZHHNV�RI�YLHZLQJ�WKH�WKUHH�PDMRU�QHWZRUNV�IURP������WR�������3�0� LW�KDG�FRXQWHG�����SHUVRQV�NLOOHG�RU�LQMXUHG�LQ�
WHOHYLVLRQ�GUDPDV��QRW�QHZV�UHSRUWV���DQG�WKDW�LW�KDG�IRXQG����DFWV�RI�YLROHQFH�IRU�HYHU\�KRXU�RI�WHOHYLVLRQ�YLHZLQJ��DV�UHSRUWHG�LQ 7KH�1HZ�
<RUN�7LPHV��-XO\�����������7R�WKLV�GXELRXV�UHFRUG�VKRXOG�EH�DGGHG�VHQVDWLRQ�VHHNLQJ��GRFXPHQWDULHV��VXFK�DV�1%&
V��H[FOXVLYH�LQWHUYLHZ���
SURPLQHQWO\ DGYHUWLVHG�LQ�DGYDQFH��ZLWK�6LUKDQ�6LUKDQ��5REHUW�.HQQHG\
V�FRQYLFWHG�DVVDVVLQ��ILOPHG��DFFRUGLQJ�WR�1%&
V�DGYHUWLVHPHQWV��
�WKH�GD\�DIWHU�6LUKDQ�ZDV�IRUPDOO\�VHQWHQFHG�WR�GLH���
)RU�D�SHUFHSWLYH�GLVFXVVLRQ�RI�WKH�WHOHYLVLRQ�PDJQDWHV
�DWWLWXGH�WRZDUG�WKHLU�HGXFDWLRQDO�VRFLDO�UHVSRQVLELOLWLHV��VHH�+DUULQJWRQ��7RZDUG�D�
'HPRFUDWLF�/HIW��SS��LJ�����W�7KLV�LV�QRW�WR�GHQ\�WKDW�YLROHQFH�GLG�SOD\�D�FRQVWUXFWLYH�VRFLDO�UROH�DW�GLIIHUHQW�VWDJHV�RI�KLVWRU\��,Q�RYHUWKURZLQJ�
W\UDQQ\�RU�LQ�GHI\LQJ�H[SORLWDWLRQ��YLROHQFH KDV�RIWHQ�DFWHG�DV�KLVWRU\
V�VFDOSHO��7KH�H[DOWDWLRQ�RI�KLVWRULFDO�YLROHQFH�VKRXOG�QRW��KRZHYHU��EH�
FDUULHG�WRR�IDU��%DUULQJWRQ�0RRUH��LQ�KLV 6RFLDO�2ULJLQV�RI�'LFWDWRUVKLS�DQG�'HPRFUDF\ �%RVWRQ���������VXJJHVWV�WKDW�WKH�SK\VLFDO�FRVW�RI�
UHYROXWLRQDU\�UHJLPHV�VKRXOG�QRW�EH�KHOG�DJDLQVW�WKHP��IRU�WKH�DEVHQFH�RI�D�UHYROXWLRQ�PLJKW�KDYH�EHHQ�HYHQ�PRUH�FRVWO\��+H�GRHV�QRW��
KRZHYHU��H[DPLQH�WKH�SRVVLELOLW\�WKDW�WKH�UHIRUPV�XQGHUWDNHQ�E\�UHYROXWLRQDU\�UHJLPHV��RIWHQ�ZLWK�PRQVWURXV�EUXWDOLW\��PLJKW�KDYH�EHHQ�OHVV�
SK\VLFDOO\�FRVWO\�LI�DOWHUQDWLYH�VFKHPHV�RI�UHIRUP�VXFFHVVIXOO\�XQGHUWDNHQ�E\�RWKHU�QDWLRQV�KDG�EHHQ�IROORZHG��,QGHHG��LW�FDQ�EH�DUJXHG�WKDW�
PXFK�RI�WKH�YLROHQFH�XQGHUWDNHQ�E\�UHYROXWLRQDU\�UHJLPHV�ZDV�LQ�IDFW�G\VIXQFWLRQDO�WR�WKH�SRVLWLYH�WDVNV�WKH\�KDG VHW�WKHPVHOYHV��7KH�UHDO�
FRPSDULVRQ��WKHUHIRUH��VKRXOG�EH�EHWZHHQ�WKH�SK\VLFDO�FRVWV�RI�DOWHUQDWLYH�ZD\V�RI�FKDQJLQJ�VRFLHW\�UDWKHU�WKDQ�EHWZHHQ�WKH�FRVW�RI�QRW�
FKDQJLQJ�LW�DQG�WKH�FRVW�RI�FKDQJLQJ�LW�E\�YHU\�YLROHQW�PHDQV��
+LVWRULFDO�MXGJPHQWV�DVLGH��LW LV�QRWHZRUWK\�WKDW�PRGHUQ�PDQ�LV�VWLOO�HGXFDWHG�LQ�WHUPV�WKDW�SURPRWH�DJJUHVVLYH�IHHOLQJV��,Q�WKH�:HVW��ILOPV�
DQG�WHOHYLVLRQ�HPSKDVL]H�YLROHQFH��DQG�WKH�WHDFKLQJ�RI�KLVWRU\�VWUHVVHV�ZDUV��YLFWRULHV��GHIHDWV��DQG�FRQIOLFW�EHWZHHQ��JRRG��DQG��EDG��
QDWLRQV� 7KHVH�DJJUHVVLYH�LQVWLQFWV�DUH�DOVR�H[SUHVVHG�E\�FKLOGUHQ
V�JDPHV�DV�ZHOO�DV�E\�DGXOW�IRUPV�RI�HQWHUWDLQPHQW��,Q�FRPPXQLVW�FRXQWULHV�
LGHRORJ\�VLPLODUO\�VWLPXODWHV�DJJUHVVLYH�IHHOLQJV�DQG�KRVWLOLW\�WRZDUG��HYLO��IRUFHV��WKXV�FRQWLQXLQJ�WKH�PRUH�IXQGDPHQWDO�GLFKRWRPLHV�
LQWURGXFHG�E\�WKH�UHOLJLRXV�WUDGLWLRQ��
Á�$PHULFDQ�MXVWLFH�LV�D�SDUWLFXODUO\�JODULQJ�H[DPSOH��,W�LV�DV�DQWLTXDWHG�DV�LW�LV�RIWHQ�DEVXUG��,W�DSSHDUV�WR�KDYH�EHQHILWHG�QHLWKHU�E\�WKH�OHJDO�
UHIRUPV�FDUULHG�RXW�GHFDGHV�DJR�LQ�(XURSH��QRU�HYHQ�E\�WKH�(QJOLVK�SDWWHUQ�RI�UHODWLYHO\�VZLIW�MXVWLFH��,WV�H[WUDRUGLQDULO\�FXPEHUVRPH�
SURFHGXUHV��GRPLQDWHG�E\�WKHDWULFDO�VWUDWDJHPV�DQG�VKRZPDQVKLS�DQG�LQYROYLQJ�OHQJWK\�DQG�FRPSOH[�DSSHDOV��OHDG�WR�GHOD\V�DQG�HYHQ�
RFFDVLRQDOO\�WR�UHVXOWV�WKDW�GHI\�WKH�PRVW�HOHPHQWDU\�FRQFHSWV�RI�MXVWLFH��7KH�WULDO�RI�0DUWLQ�/XWKHU�.LQJ
V�NLOOHU ²GXULQJ�ZKLFK�SHULRG�%D\
V�
ODZ\HUV�FRPSHWHG�LQ�VHOOLQJ�KLV�PHPRLUV²ZDV�D�WUDYHVW\��6LUKDQ�6LUKDQ
V�SURWUDFWHG�VKRZ�LQ�/RV�$QJHOHV�ZDV�KDUGO\�GLFWDWHG�E\�WKH�QHHGV�
RI�DEVWUDFW�MXVWLFH��KLJKO\�SDLG��H[FOXVLYHV��E\�WKH�NLOOHUV�RI�6KDURQ�7DWH�ZHUH�D�GLVJUDFH��6RYLHW�VHFUHW�WULDOV�DUH�FHUWDLQO\�GHSORUDEOH��EXW�DUH
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WR�EH�VHHQ�DV�XQDEOH�WR�GLUHFW�DQG�FRRUGLQDWH�QDWLRQDO�FKDQJH�HIIHFWLYHO\��,W�DSSHDUV�QHLWKHU�WR�DUWLFXODWH�QDWLRQDO�
JRDOV�QRU�WR�GHYHORS�D�VHQVH�RI�QDWLRQDO�GLUHFWLRQ��7KLV�IHHOLQJ�RI�XQFHUWDLQW\�DERXW�QDWLRQDO�SXUSRVH�LV�DOVR�
PDJQLILHG�E\�WKH�IDGLQJ�RI WKH�HVWDEOLVKHG�SROLWLFDO�HOLWH�WKDW�KDV�JXLGHG�WKH�QDWLRQ�VLQFH�:RUOG�:DU�,,��3ULPDULO\�
FRPSRVHG�RI�PHQ�FRPLQJ�IURP�WKH�HDVWHUQ�VHDERDUG�DQG�FRQQHFWHG�ZLWK�OHJDO��FRUSRUDWH��DQG�KLJK�ILQDQFLDO�
FLUFOHV��WKH�SROLWLFDO�HOLWH�SURYLGHG�D�VHQVH�RI�FRQWLQXLW\ ZLWKLQ�WKH�IUDPHZRUN�RI�D�SUDJPDWLF�OLEHUDO�FRQVHQVXV�
RQ�WKH�QDWXUH�DQG�FKDUDFWHU�RI�PRGHUQ�LQGXVWULDO�VRFLHW\��7KH�UHODWLYH�VWDELOLW\�RI�WKH�ODWH�����V�DQG�WKH�����V�
UHIOHFWHG�WKDW�FRQVHQVXV��/DWHO\�WKLV�HOLWH�KDV�FRPH�XQGHU�LQFUHDVLQJ�FKDOOHQJH�ERWK�IURP WKH�QHZHU��
JHRJUDSKLFDOO\�PRUH�GLVSHUVHG�HFRQRPLF�LQWHUHVWV�DVVRFLDWHG�ZLWK�WKH�QHZ�VFLHQWLILF�GHIHQVH�DQG�IURQWLHU�
LQGXVWULHV��DQG�IURP�WKH�PRUH�LGHRORJLFDOO\�LQFOLQHG�LQWHOOHFWXDO�IRUFHV��ZKLFK�DUH�EHFRPLQJ�PRUH�LQIOXHQWLDO��

7KH�EUHDNXS�RI�WKH�SRVWZDU�HOLWH�KLJKOLJKWV�WKH�GLFKRWRP\ EHWZHHQ�WKH�TXDOLWLHV�QHFHVVDU\�WR�JDLQ�
SROLWLFDO�SRZHU�LQ�$PHULFDQ�GHPRFUDF\�DQG�WKRVH�QHFHVVDU\�WR�H[HUFLVH�HIIHFWLYH�OHDGHUVKLS�RI�WKDW�GHPRFUDF\��
7KH�FRXUWVKLS�RI�WKH�SUHVV�DQG�WKH�PDVV�PHGLD�LV�D�QHFHVVDU\�FRQFRPLWDQW�RI�FRXUWLQJ�WKH�PDVVHV��VLQFH�WKH�
PDVVHV�DUH�LQIOXHQFHG�QRW�RQO\�E\�GLUHFW�DSSHDO�EXW�DOVR�WKURXJK�WKH�LQWHUPHGLDU\�RI�DQ��LPDJH���ZKLFK�LV�LQ�SDUW�
EXLOW�XS�E\�WKH�PHGLD�WKHPVHOYHV��7KH�GHVLUDELOLW\�RI�WKLV�LPDJH�SXWV�D�SUHPLXP�RQ�DGYRFDWLQJ�WKH�LPPHGLDWHO\�
SRSXODU�DQG�WKH�IDVKLRQDEOH�UDWKHU�WKDQ�RQ�IRUPXODWLQJ�EURDGHU�REMHFWLYHV�E\�IRFXVLQJ�DWWHQWLRQ�RQ�EDVLF�
SKLORVRSKLFDO�TXHVWLRQV�FRQFHUQLQJ�WKH�PHDQLQJ�RI�D�PRGHUQ�VRFLHW\��6LQFH�VRFLDO�FRQVHQVXV�KDV�EHHQ�
IUDJPHQWHG�E\�WKH�SDFH�RI�FKDQJH�DQG�VRFLHW\
V�YDOXH�VWUXFWXUH�KDV�LWVHOI�EHFRPH�KLJKO\�WDFWLFDO��WKH�ODUJHU�
VWUDWHJLF�TXHVWLRQV�WHQG�WR�EH�REVFXUHG��

7R�PDNH�PDWWHUV�ZRUVH��WKH�$PHULFDQ�LQVWLWXWLRQDO�IUDPHZRUN�KDV�QRW�NHSW�XS�ZLWK�WKH�SDFH�RI�VRFLHWDO�
FKDQJH��*LYHQ�WKH�FRXQWU\
V�HQRUPRXV�WUDQVIRUPDWLRQ�WKURXJK�LQGXVWULDO�JURZWK�DQG�FRPPXQLFDWLRQV�PRELOLW\��
LWV�IHGHUDO�DUUDQJHPHQWV�KDYH�EHFRPH�LQFUHDVLQJO\�GHYRLG�RI�HFRQRPLF�RU�JHRJUDSKLF�VXEVWDQFH��7KHVH�
DUUDQJHPHQWV�DUH�NHSW�DOLYH�E\�ORFDO�WUDGLWLRQDO�VHQWLPHQW�DQG�YHVWHG�LQWHUHVWV��UDWKHU�WKDQ�E\�WKHLU�DFWXDO�
IXQFWLRQDO�XWLOLW\��7KH�SULFH�RI�WKLV�KDV�SULPDULO\�EHHQ�SDLG�E\�WKH�QHZ�ELJ�FLWLHV��IRU�ZKRVH�JURZWK�WKH�
FRQVWLWXWLRQDO�VWUXFWXUH�PDGH�OLWWOH�DOORZDQFH�DQG�ZKLFK�KDYH�FRQVHTXHQWO\�EHHQ�GHSULYHG�RI�WKH�PHDQV�RI�FRSLQJ�
ZLWK�WKHLU�GLOHPPDV��

7KH�QDWLRQDO�JRYHUQPHQW��SDUWLFXODUO\�EHFDXVH�RI�WKH�WZR�SDUW\�V\VWHP��KDV�DOVR�IRXQG�LW�GLIILFXOW�WR�
GHYHORS�WKH�QHHGHG�PHFKDQLVPV�IRU�RSHQO\�FKDQQHOLQJ�WKH�QHZ�PDMRU�FRPSHWLWLYH�IRUFHV�RQ�WKH�SROLWLFDO�VFHQH��
DQG�LW�VWLOO�RSHUDWHV�DV�LI�WKH�SROLWLFDO��JDPH��UHYROYHG�DURXQG�WKH�WZR�UHODWLYHO\�ORRVH�DOOLDQFHV�RI�LQWHUHVW�JURXSV�
WKDW�ODUJHO\�UHIOHFWHG�WKH�LQGXVWULDO�UXUDO�GLOHPPDV�RI�WKH�HDUOLHU�DJH��,Q�JHQHUDO��WKDW�DUUDQJHPHQW�KDG�EHHQ�
HIIHFWLYH�LQ�H[SUHVVLQJ��DV�ZHOO�DV�PRGHUDWLQJ��WKH�SRSXODU�ZLOO�DQG�LQ�VWULNLQJ�D�EDODQFH�EHWZHHQ�FRQWLQXLW\�DQG�
FKDQJH��1RQHWKHOHVV��LW�LV�ZRUWK�QRWLQJ�WKDW�LQ�SDVW�WLPHV�RI�VWUHVV�DQG�VKDUSHU�FKRLFHV�WKH�WZR�SDUW\�V\VWHP�
RFFDVLRQDOO\�EURNH�XS��WKRXJK�RQO\�WHPSRUDULO\��,W ZRXOG�DSSHDU�WKDW�WKH�EUHDNXS�RI�WKH�WZR�SDUW\�V\VWHP�LV�
DJDLQ�XQGHU�ZD\��SUHFLVHO\�EHFDXVH�WKH�GLOHPPDV�RI�WKH�FRXQWU\�KDYH�EHFRPH�LQWHQVLILHG�E\�WKH�H[WUDRUGLQDU\�
SDFH�RI�FKDQJH�DQG�E\�WKH�ZLGHQLQJ�VSHFWUXP�RI�RIWHQ�LQFRPSDWLEOH�FKRLFHV�LW�VWLPXODWHV��

$V�D�UHVXOW��WKH�LQGXVWULDO�UXUDO�RU�OLEHUDO�FRQVHUYDWLYH�IUDPHZRUN�QR�ORQJHU�DGHTXDWHO\�HQFRPSDVVHV�
H[LVWLQJ�FRPSHWLWLYH�SROLWLFDO�IRUFHV��WKH�DJUDULDQ�FRQVHUYDWLYH�DQWL�FRPPXQLVW�DQG�ODUJHO\�FRQJUHVVLRQDOO\�
EDVHG�EDVWLRQ��WKH�QHZ�LQGXVWULDO�PLOLWDU\�VFLHQWLILF�FRQJORPHUDWHV
�WKDW�XQHDVLO\�FROODERUDWH�ZLWK�WKH�IRUPHU�RQ�
SROLWLFDO�LGHRORJLFDO�JURXQGV�EXW�DUH�LQ�FRQIOLFW�ZLWK�LW�LQ�WHUPV�RI�HFRQRPLF�WKUXVW��DQG�WKH�HPHUJLQJ��YHU\�ORRVH��
ZHOIDUH�FLYLO�ULJKWV�LQWHOOHFWXDO�FRDOLWLRQ�WKDW�VKDUHV�VRPH�RI�WKH�VHFRQG
V�VRFLRHFRQRPLF�G\QDPLFV�EXW�LV�LQ�EDVLF�
FRQIOLFW�ZLWK�ERWK�WKH�ILUVW�DQG�WKH�VHFRQG�LQ�WKH�PDWWHU�RI�SULRULWLHV��7KH�WZR�ODWWHU�IRUFHV�KDYH�RSHUDWHG�ODUJHO\�
RXWVLGH�RI�GLUHFW�SDUWLFLSDWLRQ�LQ�WKH�OHJLVODWLYH�SURFHVV�RI�WKH�FRXQWU\��DQG�VR�UHIOHFW�WKH�GHJUHH�WR�ZKLFK�WKH�
UHSUHVHQWDWLYH�DVSHFWV�RI�$PHULFDQ�GHPRFUDF\�KDYH�IDLOHG�WR�NHHS�XS�ZLWK�VRFLDO�FKDQJH���

6HYHUDO�SROLWLFDO�VXE�$PHULFDV�WKXV�FRH[LVW�XQHDVLO\��DQG�WKRXJK�$PHULFD�LV�EHJLQQLQJ�WR�WKLQN�RI�LWVHOI�
DV�DQ�HQWLW\��HDFK�VXE�$PHULFD�WHQGV�WR�SURMHFW�RQWR�WKH�ZKROH�LWV�RZQ�SHUFHSWLRQ�RI�$PHULFDQ�UHDOLW\��7KH�
UHODWLRQVKLS�EHWZHHQ�WKHVH�VXE�$PHULFDV�LV�WKHUHIRUH�WHQVH��HDFK�WHQGV�WR�VHHN�LWV�RZQ�SROLWLFDO�H[SUHVVLRQ�UDWKHU�
WKDQ�WR�PHUJH�LQ�WKH�ODUJHU�ZKROH��,Q�WKH������SUHVLGHQWLDO�FRQWHVW��5REHUW�.HQQHG\�SHUVRQLILHG�WKH�SROLWLFV�RI�
DQ[LHW\��SDVVLRQDWHO\�DUWLFXODWLQJ�WKH�JULHYDQFHV�RI�WKH�XQGHUSULYLOHJHG�HYHQ�WKRXJK�KH�VKDUHG�WKH�IHDUV�DQG�
XQFHUWDLQWLHV�RI�HVWDEOLVKHG�$PHULFDQV�ZKR�VHQVHG�DQG�GHVLUHG�PDMRU�FKDQJH�EXW�GLG�QRW�TXLWH�NQRZ�ZKDW�WKDW�
FKDQJH�RXJKW�WR�EH�����(XJHQH�0F&DUWK\�ZDV�WKH�SHWXODQW�VSRNHVPDQ�RI�WKH�SROLWLFV�RI�QRVWDOJLD��ODFNDGDLVLFDOO\�
SURPLVLQJ�WR�WDNH�GRZQ�WKH�IHQFHV�DURXQG�WKH�:KLWH�+RXVH�ODZQ��UHVSRQGLQJ�WR�WKH�VXEXUEDQLWHV
�GHVLUH�IRU�D�

$PHULFDQ�MXGLFLDO�FLUFXVHV�UHDOO\�QHHGHG�WR�SURWHFW�WKH�GHIHQGDQW�DQG�UHQGHU�IDLU�MXGJPHQW"�
$W�WKH�VDPH�WLPH��WKH�LQWHUPHVKLQJ�RI�SULYDWH�DQG�SXEOLF�LQWHUHVWV��H[HPSOLILHG�E\�WKH�RXWVLGH�HFRQRPLF�LQWHUHVWV�RI�FRQJUHVVPHQ�DQG�
VHQDWRUV��UHLQIRUFHV�PDQ\�$PHULFDQV
�LQFOLQDWLRQ�WR�GLVPLVV�WKH�SROLWLFDO�SURFHVV�DV�GRPLQDWHG�E\�LQKHUHQWO\�FRQVHUYDWLYH��VRFLDOO\�
XQUHVSRQVLYH��SURILW�RULHQWHG�LQWHUHVWV��)RU�H[DPSOH����PHPEHUV�RI�WKH�+RXVH�&RPPHUFH�&RPPLWWHH�KDYH�ILQDQFLDO�LQWHUHVWV�LQ�UDLOURDGV��
DLUOLQHV��UDGLR�VWDWLRQV��DQG�PRYLQJ�FRPSDQLHV��DOO�RI�ZKLFK�FRPH�XQGHU�WKHLU�OHJLVODWLYH�SXUYLHZ�����PHPEHUV�RI�WKH�+RXVH��LQFOXGLQJ����RQ�
WKH�%DQNLQJ�&RPPLWWHH��KDYH�LQWHUHVWV�LQ�EDQNV��VDYLQJV�DQG�ORDQ�DVVRFLDWLRQV��RU�EDQN�KROGLQJ�FRPSDQLHV�����PHPEHUV��LQFOXGLQJ����RQ�WKH�
-XGLFLDU\�&RPPLWWHH��PDLQWDLQ�SULYDWH�ODZ�SUDFWLFHV�����PHPEHUV�KDYH�LQWHUHVWV�LQ�RLO�RU�JDV�FRPSDQLHV��DQG�VR�RQ���7KH�1HZ�<RUN�7LPHV��
0D\������������
�7KH�KHDY\�UHSUHVHQWDWLRQ�RI�VPDOO�WRZQ�ODZ\HUV�LV�V\PSWRPDWLF�RI�WKLV�FRQGLWLRQ��,Q�FRQWUDVW��WKH�ILUVW�1DWLRQDO�$VVHPEO\�RI�)UDQFH
V�)LIWK�
5HSXEOLF�FRQWDLQHG����SURIHVVRUV�DQG�WHDFKHUV�����PHGLFDO�PHQ�����KLJK�SURIHVVLRQDO�FLYLO�VHUYDQWV�����ODZ\HUV�����ZRUNHUV�����EXVLQHVVPHQ��
���VFLHQWLVWV�DQG�HQJLQHHUV�����MRXUQDOLVWV��DQG�VR�RQ��,W�LV�HYLGHQW�WKDW�IURP�D�UHSUHVHQWDWLYH�VWDQGSRLQW�WKH�)UHQFK�$VVHPEO\�PRUH�DFFXUDWHO\�
UHIOHFWHG�WKH�FKDUDFWHU�RI�D�UHODWLYHO\�PRGHUQ�VRFLHW\��7KH�EHQHILWV�RI�JUHDWHU�VFLHQWLILF�FRPSHWHQFH�LQ�VRFLHW\
V�UHSUHVHQWDWLYH�ERGLHV�DUH�
EHJLQQLQJ�WR�EH�UHFRJQL]HG�LQ�%ULWDLQ���7KH�+RXVH�RI�&RPPRQV�ZRXOG�EHQHILW�HQRUPRXVO\�E\�KDYLQJ��VD\�����HQJLQHHUV�ZKR�FRXOG�HQVXUH�
WKDW�SDUOLDPHQWDU\�GLVFXVVLRQV�ZHUH�PRUH�FORVHO\�JHDUHG�WR�WKH�WHFKQLFDO�UHDOLWLHV�RI�WKH�GD\���$QWKRQ\�:HGJZRRG�%HQQ��0LQLVWHU�RI�
7HFKQRORJ\��ZURWH�LQ�KLV�ZHHNO\�PDJD]LQH (QJLQHHULQJ�1HZV��TXRWHG�E\�WKH�$VVRFLDWHG�3UHVV��$XJXVW�����������
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SDVWRUDO�OLIH�DQG�IRU�VRFLDO�MXVWLFH²SURYLGHG�WKH�ODWWHU�LV�LPSOHPHQWHG�DW�D�GLVWDQFH�IURP�WKHP��+XEHUW�
+XPSKUH\�SUHDFKHG�WKH�SROLWLFV�RI�FRPSURPLVH�EHWZHHQ�FODVVHV�DQG�UDFHV��DQG�KLV�SDVVLRQ�HYRNHG�WKH�FODVV��
FRQIOLFW�DWPRVSKHUH�RI�WKH�1HZ�'HDO��*HRUJH�:DOODFH�H[SUHVVHG�WKH�SROLWLFV�RI�UHVHQWPHQW��VSHDNLQJ�IRU�WKRVH�
$PHULFDQV�ZKR�IHOW�WKDW�PXFK�RI�WKH VRFLDO�DQG�UDFLDO�SURJUHVV�ZDV�EHLQJ�SURPRWHG�DW�WKHLU�H[SHQVH�E\�
$PHULFDQV�ZKR�ZHUH�PRUH�FRPIRUWDEO\�HVWDEOLVKHG��5LFKDUG�1L[RQ�SUDFWLFHG�WKH�SROLWLFV�RI�FDXWLRQ��DQG�KH�ZRQ�
EHFDXVH�VLJQLILFDQW�QXPEHUV�RI�$PHULFDQV�IURP�WKH�VHYHUDO�VXE�$PHULFDV�EHFDPH�IHDUIXO�WKDW��WKHLU��$PHULFD�
ZDV�HQGDQJHUHG�DQG�ZHUH�XQFHUWDLQ�DV�WR�ZKDW�WKH�QHZ�$PHULFD�PLJKW�KROG�LQ�VWRUH�IRU�WKHP��

7KLV�LQFOLQDWLRQ�WR�VWUHVV�SHUVRQDO�LQWHUHVWV�UHIOHFWHG�WKH�LPSRWHQFH�IHOW�E\�VRPH�FRQVWLWXHQFLHV�
FRQFHUQLQJ�WKH�VKDSLQJ�RI�QDWLRQDO�SROLF\��0DQ\�FLWL]HQV�VHQVHG�FKDQJH�EXW�IHOW�WKDW�WKH\�KDG�OLWWOH�FRQWURO�RYHU�
LW��,Q�D�WLPH�RI�UHODWLYH�FRQWLQXLW\��SUHVLGHQWLDO�DQG�FRQJUHVVLRQDO�HOHFWLRQV�VHUYHG�DV�DQ�DFFHSWDEOH�DQG�
SHUVRQDOO\�VDWLVI\LQJ�PHWKRG�RI�H[SUHVVLQJ�D�KLJKO\�JHQHUDOL]HG�SROLWLFDO SUHIHUHQFH��,Q�D�WLPH�RI�GLVFRQWLQXLW\�
DQG�LQFUHDVLQJO\�IUDJPHQWHG�FRQVHQVXV�����QDWLRQDO�HOHFWLRQ�FDPSDLJQV�EHFDPH�D�OHVV�DGHTXDWH�IRUP�IRU�
H[SUHVVLQJ�WKH�SRSXODU�ZLOO��7KH�SUHVLGHQWLDO�HOHFWLRQ��HVSHFLDOO\�JLYHQ�WKH�LPSRUWDQFH�WHOHYLVLRQ�FRQIHUV�RQ�
SHUVRQDO�ORRNV�DQG�VW\OH��KDV�IRU�PDQ\�EHFRPH�D�QDWLRQDO�SDJHDQW�UDWKHU�WKDQ�DQ�H[HUFLVH�RI�EDVLF�FKRLFHV�PHDQW�
WR�LQIOXHQFH�WKH�QDWLRQ
V�GLUHFWLRQ��7KHVH�FKRLFHV�DUH�LQVWHDG�PDGH�LQFUHPHQWDOO\�E\�DGPLQLVWUDWLYH�ILDW�RU�LQ�
FRQJUHVVLRQDO�FRPPLWWHHV��VLQFH�ERWK�WKHVH�SURFHVVHV�DUH�ODUJHO\�UHPRYHG�IURP�SXEOLF�YLHZ��WKH\�DUH�PRUH�
UHVSRQVLYH�WR�LQIOXHQFHV�IURP�WKH�YDULRXV�VSHFLDO�LQWHUHVWV²ZLWK�ZKLFK�DGPLQLVWUDWRUV�RU�FRQJUHVVPHQ�DUH�RIWHQ�
LQ�FORVH�UHODWLRQVKLS²WKDQ�WKH\�DUH�WR�WKH�YRWHUV��

5HODWHG�WR�WKLV�VLWXDWLRQ�LV�WKH�RIW�QRWHG�UHPRWHQHVV��FRPSOH[LW\��DQG�LPSHUVRQDOLW\�RI�ERWK�SXEOLF�DQG�
SULYDWH�LQVWLWXWLRQV��$V�WKH�ROG�WUDGLWLRQDO�DIILOLDWLRQV�RI�WKH�DJUDULDQ�VRFLHW\�FUXPEOHG��WKH�LQGXVWULDO�DJH�
SURGXFHG�LWV�HTXLYDOHQWV�WKURXJK�XQLRQV�DQG�SURIHVVLRQDO�VRFLHWLHV��%XW�XQLRQV�DUH�QR�ORQJHU�YLWDO�LQVWLWXWLRQV�����
DQG�WKH��DWRPL]DWLRQ��RI�PRGHUQ�OLIH�DFFHQWXDWHV�WKH�FLWL]HQV
�IHHOLQJV�RI�LPSRWHQFH��6RFLDO�LQVWLWXWLRQV�DSSHDU�WR�
SURYLGH�QHLWKHU�DQ�RXWOHW�IRU�LQGLYLGXDO�LGHDOLVP�QRU�D�UDSLG�UHVSRQVH�WR�FROOHFWLYH�GHPDQGV��0RUHRYHU��WKH�VWDWH�
RU�D�ELJ�SULYDWH�RUJDQL]DWLRQ�LQHVFDSDEO\�VFKHPDWL]HV�VRFLDO�GLOHPPDV�LQ�RUGHU�WR�FRSH�ZLWK�WKHLU�FRPSOH[LWLHV��
WKRXJK�WKLV�VFKHPDWL]DWLRQ�SHUPLWV�D�ODUJH�VFDOH�UHVSRQVH��LW�IUHTXHQWO\�FRQIOLFWV�ZLWK�WKH�LQGLYLGXDOO\�IHOW�GLPHQ��
VLRQV�RI�WKH�VDPH�SUREOHP�DQG�WKHUHIRUH�OLPLWV�WKH�LQGLYLGXDO
V�IUHHGRP�HYHQ�DV�LW�IDLOV�WR�SHUFHLYH�WKH�EHVW�
VROXWLRQ�WR�KLV�SUREOHPV��7KXV��WKH�PRUH�WKH�VWDWH�WULHV�WR�KHOS��WKH�PRUH�LW�WHQGV�WR�UHLQIRUFH�WKH�LQGLYLGXDO
V�
IHHOLQJ�RI�LPSRWHQFH��

7KH�UHVXOW�LV�SDUDGR[LFDO��WKH�VLWXDWLRQ�GHVFULEHG�VWLPXODWHV�D�PRUH�LQWHQVH�SXEOLF�LQWHUHVW�LQ�SROLWLFV�
ZKLOH�LQFUHDVLQJ�WKH�VHQVH�RI�WKH�IXWLOLW\�RI�SROLWLFV��LW�IUDJPHQWV�QDWLRQDO�FRQVHQVXV�ZKLOH�SURPSWLQJ�ORXGHU�
DSSHDOV�IRU�D�VHQVH�RI�FRPPRQ�QDWLRQDO�GLUHFWLRQ��ILQDOO\��LW�VLPXOWDQHRXVO\�FRQIURQWV�WKH�LQGLYLGXDO�ZLWK�WKH�
WZLQ�GDQJHUV�RI�IUDJPHQWDWLRQ�DQG�RI�H[FHVVLYH�FRQWURO��,QGHHG��QDWLRQDO�SROLF\�VHHPV�WR�IUDJPHQW�DV�QDWLRQDO�
JRYHUQPHQW�H[SDQGV�����$V�D�UHVXOW��PDQ\�$PHULFDQV�IHHO�WKDW�WKHLU�IUHHGRP�LV�FRQWUDFWLQJ��7KLV�IHHOLQJ�VHHPV�WR�
EH�FRQQHFWHG�ZLWK�WKHLU�ORVV�RI�SXUSRVH��VLQFH�IUHHGRP�LPSOLHV�FKRLFH�RI�DFWLRQ��DQG�DFWLRQ�UHTXLUHV�DQ�DZDUHQHVV�
RI�JRDOV��,I�$PHULFD
V�SUHVHQW�WUDQVLWLRQ�WR�WKH�WHFKQHWURQLF�DJH�GRHV�QRW�UHVXOW�LQ�SHUVRQDOO\�VDWLVI\LQJ�DFKLHYH��
PHQWV��WKH�QH[W�SKDVH�FRXOG�EH�RQH�RI�VXOOHQ�ZLWKGUDZDO�IURP�VRFLDO�DQG�SROLWLFDO�LQYROYHPHQW��D�IOLJKW�IURP�
VRFLDO�DQG�SROLWLFDO�UHVSRQVLELOLW\�WKURXJK�LQQHU�UHWUHDW�DQG�RXWZDUG�FRQVHUYDWLVP��

,Q�WKH�PHDQWLPH��WKH�VFLHQWLILF�DQG�WHFKQRORJLFDO�UHYROXWLRQ��LWVHOI�VR�EDVLFDOO\�FHUHEUDO�LQ�FKDUDFWHU��VWLOO�
WHQGV�WR�DIIHFW�$PHULFDQ�VRFLHW\�LQ�D�ODUJHO\�XQSODQQHG�IDVKLRQ�WKDW�LV�GHWHUPLQHG�E\�GHFLVLRQV�DQG�LPSXOVHV�
UHIOHFWLQJ�WKH�YDOXHV�DQG�LQWHUHVWV�RI�WKH�HDUOLHU�$PHULFD��,QWHOOHFWXDO�SRZHU�LV�PRELOL]HG�WR DQVZHU��KRZ"��EXW�
QRW�WR�DVN��ZK\"��$PHULFD�FRQVHTXHQWO\�ULVNV�EHFRPLQJ��D�FLYLOL]DWLRQ�FRPPLWWHG�WR�WKH�TXHVW�IRU�FRQWLQXDOO\�
LPSURYHG�PHDQV�WR�FDUHOHVVO\�H[DPLQHG�HQGV������7KH�SROLWLFDO�V\VWHP�KDV�VWLOO�WR�GHYHORS�PHFKDQLVPV�DQG�
SURFHGXUHV�WR�UDLVH�DQG DQVZHU�WKH�VHFRQG�TXHVWLRQ��0DWWHUV�WKDW�IXQGDPHQWDOO\�DIIHFW�WKH�QDWLRQDO�ZD\�RI�OLIH��
VXFK�DV�WKH�FRQVWUXFWLRQ�RI�D�VXSHUVRQLF�DLUFUDIW��RU�WKDW�SRVH�DQ�HFRORJLFDO�DV�ZHOO�DV�D�KXPDQ�WKUHDW��VXFK�DV�
LQGXVWULDO�SROOXWLRQ�RU�UDGLDWLRQ�IURP�DWRPLF�HQHUJ\�SODQWV��DUH�KDQGOHG�E\�D�GHFLVLRQ�PDNLQJ�SURFHVV�WKDW�
LQKLELWV�WKH�RSSRUWXQLWLHV�IRU�DQ�LQWHOOLJHQW�H[SUHVVLRQ�RI�WKH�SRSXODU�ZLOO���$FFRUGLQJ�WR�WKH�1DWLRQDO�6FLHQFH�
)RXQGDWLRQ
V�VHYHQWHHQWK�DQQXDO�UHSRUW��OHVV�WKDQ���SHU�FHQW�RI�WKH�PRUH�WKDQ���������VFLHQWLVWV�DQG�HQJLQHHUV�
HPSOR\HG�E\�WKH�IHGHUDO�JRYHUQPHQW�LQ������ZHUH�FRQFHUQHG�ZLWK�VRFLDO�RU�SV\FKRORJLFDO�GLVFLSOLQHV��0RUHRYHU��
DFFRUGLQJ�WR�WKH������UHSRUW�RI�WKH�&RXQFLO�RI�(FRQRPLF�$GYLVHUV��GHIHQVH��VSDFH��DQG�HQHUJ\�UHVHDUFK�ZHUH�
DEVRUELQJ�DSSUR[LPDWHO\�WZR�WKLUGV�RI�WKH�VFLHQWLVWV�ZRUNLQJ�RQ�WKH�QDWLRQ
V�VFLHQWLILF�DQG�WHFKQRORJLFDO�
IURQWLHUV��,Q�DGGLWLRQ��RXU�VRFLHW\�GHYRWHV�UHODWLYHO\�OLPLWHG�UHVRXUFHV�WR�D�V\VWHPDWLF�FRQFHUQ�ZLWK�VRFLDO�
SUREOHPV��ZKLOH�LW�GHYRWHV�HQRUPRXV�UHVRXUFHV�WR�HFRQRPLF��WHFKQLFDO��DQG�VFLHQWLILF�PDWWHUV��7DEOH����WHOOV�SDUW�
RI�WKH�VWRU\���(YHQ�KLJKHU�HGXFDWLRQ��E\�QRW�IRFXVLQJ�RQ�WKH�XQGHUO\LQJ�TXHVWLRQV�EXW�E\�HPSKDVL]LQJ�WHFKQLTXHV��
UXQV�WKH�ULVN�RI�EHFRPLQJ�PLVHGXFD�WLRQ��RI�FUHDWLQJ�ODUJH�QXPEHUV�RI��HGXFDWHG��SHRSOH�ZKR�WKLQN�WKH\�NQRZ�
WKH�DQVZHUV��EXW�ZKR�LQ�IDFW�GR�QRW�HYHQ�NQRZ�WKH�WUXO\�LPSRUWDQW�TXHVWLRQV�����

7KH�WKLUG�$PHULFDQ�UHYROXWLRQ�KLJKOLJKWV�WKH�VKDUS�FRQWUDVW�EHWZHHQ�RXU�WHFKQLFDO�VXFFHVV�DQG�RXU�
VRFLDO�IDLOXUH��DQG�LW�UDLVHV�EDVLF�TXHVWLRQV�FRQFHUQLQJ�WKH�FRQWURO�DQG�GLUHFWLRQ�RI�WKH�WKUXVW�RI�WHFKQRORJLFDO�
LQQRYDWLRQ��+RZ�DUH�FKRLFHV�PDGH"�:K\�DUH�WKH\�PDGH"�%\�ZKRP�DUH�WKH\�PDGH"�:KDW�YDOXHV�DUH�LQYROYHG�LQ�
WKHVH�FKRLFHV��DQG�KRZ�FDQ�WKH\�EH�FU\VWDOOL]HG�VR�WKDW�D�FRKHUHQW�SROLF\�

7$%/(����� $118$/ %8'*(7�,10,//,216�2)�'2//$56�
,QGXVWULDO� 3K\VLFDO�+HDOWK�
*HQHUDO�0RWRUV� ������� 1DW
O�&DQFHU�,QVW�� ���
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)RUG� ������� 1DW
O�+HDUW�$VVQ�� ����
6WDQGDUG�2LO��1�-��� ������� 1DW
O�,QVW��RI $UWKULWLV� ����

*HQHUDO�(OHFWULF� ������ 1DW
O�,QVW��RI�1HXURORJ\� ����

&KU\VOHU� ������ 1DW
O�,QVW��RI�$OOHUJ\� ���
0RELOH�2LO� ������ 1DW
O�,QVW��RI�&KLOG�+HDOWK� ���
7H[DFR� ������ $PHULFDQ�&DQFHU�6RFLHW\� ���
8�6��6WHHO� ������ $PHULFDQ�+HDUW�$VVQ�� ���
,�%�0�� ������ 1DW
O�7XEHUFXORVLV�$VVQ�� ���

6RFLDO�DQG�3V\FKRORJLFDO�
1DWLRQDO�,QVW��RI�0HQWDO�+HDOWK�� ���
6WDQIRUG�5HVHDUFK�,QVW�� ���
0HQQLQJHU�)RXQGDWLRQ� ����
3ODQQLQJ�5HVHDUFK�&RUS�� ��
,QVW��IRU�6RFLDO�5HVHDUFK� ����$PHULFDQ�,QVW��IRU�5HVHDUFK�LQ�
%HKDYLRUDO�6FLHQFHV� ��
%URRNLQJV�,QVWLWXWLRQ� ��
+XPDQ�5HVRXUFHV�5HVHDUFK�2IILFH� ����
0HQWDO�+HDOWK�5HVHDUFK�,QVW�� ��
6RXUFH��7KRPDV�-HIIHUVRQ�5HVHDUFK�&HQWHU��-XQH�-XO\�������S�����
�$SSUR[LPDWH�SRUWLRQ�RI�EXGJHW�DOORFDWHG�WR�VRFLDO�SUREOHPV��

FDQ�EH�VKDSHG"�7KHVH�TXHVWLRQV LQFUHDVLQJO\�EHVHW�DOO�PRGHUQ�VRFLHWLHV��EXW�JLYHQ�WKH�H[WHQVLYH�VRFLDO�VFRSH�RI�
FRQWHPSRUDU\�$PHULFDQ�VFLHQFH�DQG�WHFKQRORJ\��WKLV�FKDOOHQJH�LV�HVSHFLDOO\�LPSRUWDQW�LQ�WKH�8QLWHG�6WDWHV�
EHFDXVH�LW�DIIHFWV²DQG�SRWHQWLDOO\�WKUHDWHQV²WKH�PRVW�LQWLPDWH�DVSHFWV�RI�$PHULFDQ�OLIH��

6LQFH�LW�DSSHDUV�WUXH�WKDW��WKLV�VRFLHW\�KDV�FKRVHQ�WR�HPSKDVL]H�WHFKQRORJLFDO�FKDQJH�DV�LWV�FKLHI�PRGH�
RI�FUHDWLYH�H[SUHVVLRQ�DQG�EDVLV�IRU�HFRQRPLF�JURZWK������LW�IROORZV�WKDW�WKLV�VRFLHW\
V�PRVW�LPSHUDWLYH�WDVN�LV�WR�
GHILQH�D�FRQFHSWXDO�IUDPHZRUN�LQ�ZKLFK�WHFKQRORJLFDO�FKDQJH�FDQ�EH�JLYHQ�PHDQLQJIXO�DQG�KXPDQH�HQGV��8Q��
OHVV�WKLV�LV�GRQH��WKHUH�LV�WKH�UHDO�GDQJHU�WKDW�E\�UHPDLQLQJ�GLUHFWLRQOHVV�WKH�WKLUG�$PHULFDQ�UHYROXWLRQ��VR�
SUHJQDQW�ZLWK�SRVVLELOLWLHV�IRU�LQGLYLGXDO�FUHDWLYLW\�DQG�IXOILOOPHQW��FDQ�EHFRPH�VRFLDOO\�GHVWUXFWLYH��

���7KH�1HZ�/HIW�5HDFWLRQ�
$�UHYROXWLRQ�QRW�RQO\�EUHHGV�LWV�RZQ�FKLOGUHQ²LW�UHSHOV�WKHP��,W�LV�XQGHUVWDQGDEOH�WKDW�D�VRFLHW\�ZKLFK�SXWV�D�
SUHPLXP�RQ�FKDQJH��ZKLFK�PDNHV�NQRZOHGJH�WKH�EDVLF�YHKLFOH�RI�LQQRYDWLRQ��ZKLFK�YDVWO\�H[SDQGV�WKH�
LQVWLWXWLRQV�RI�DGYDQFHG�OHDUQLQJ��ZKLFK�IRU�WKH�ILUVW�WLPH�LQ�KLVWRU\�FUHDWHV�D�ODUJH�FODVV�RI�SHRSOH�IUHH�
WKURXJKRXW�WKHLU�ODWH�DGROHVFHQFH�DQG�HDUO\�PDWXULW\�RI�WKH�OLPLWDWLRQV�LQKHUHQW�LQ�WKH�EXUGHQ�RI�VHOI�VXSSRUW��
ZKLFK�HQGRZV�LQWHOOHFWXDO�DFWLYLW\�ZLWK�D�KLJK�GHJUHH�RI�VRFLDO�SUHVWLJH�EXW�QR�GLUHFW�SROLWLFDO�SRZHU��VKRXOG�
EUHHG�UHEHOV�ZKR�DUH�WKH�SURGXFWV�RI�WKH�YHU\�UHYROXWLRQ�WKDW�WRUPHQWV�DQG�UHSHOV�WKHP��7KH�VXSUHPH�LURQ\�RI�
WKDW�ORRVH�DQG�YRODWLOH�VRFLR�SROLWLFDO�SKHQRPHQRQ�RI�FRQWHPSRUDU\�PLGGOH�FODVV�$PHULFD�QDPHG�WKH�1HZ�/HIW�
LV�WKDW�LW�LV�LWVHOI�WKH�FUHDWLRQ�RI�WKH�WHFKQHWURQLF�UHYROXWLRQ�DV�ZHOO�DV�D�UHDFWLRQ�DJDLQVW�LW��

,QIDQWLOH�,GHRORJ\�
7KH�1HZ�/HIW��D�FRPSOH[�DQG�HOXVLYH�HQWLW\�PDGH�XS�RI�D�UDWKHU�IOXLG�FRPELQDWLRQ�RI�LQGLYLGXDO�V\PSDWKL]HUV�
�HVSHFLDOO\�IURP�DPRQJ�WKH�1HZ�<RUN�&LW\�OLWHUDU\�HVWDEOLVKPHQW�DQG�VRPH�SURIHVVRULDO�FLUFOHV��DQG�D�VFDWWHULQJ�
RI�QHZ�RUJDQL]DWLRQV��RI�ZKLFK�6WXGHQWV�IRU�D�'HPRFUDWLF�6RFLHW\��6'6��KDV�EHFRPH�WKH�EHVW�NQRZQ��LV�WKH�
SROLWLFDO�LGHRORJLFDO�H[SUHVVLRQ�RI�D�PRUH�H[WHQVLYH�UHVWOHVVQHVV�DPRQJ�$PHULFDQ�PLGGOH�FODVV�XQLYHUVLW\�\RXWK��
$V�RI�WKH�ODWH�����V��PHPEHUVKLS�LQ�WKH�PRUH�PLOLWDQW�RUJDQL]DWLRQV�ZDV�UHODWLYHO\�OLPLWHG��EXW�LQ�PRPHQWV�RI�
VWUHVV��VXFK�DV�FRQIURQWDWLRQV�ZLWK�WKH�DXWKRULWLHV����WKHVH�RUJDQL]DWLRQV�ZHUH TXLWH�VXFFHVVIXO�LQ�PRELOL]LQJ�
EURDGHU�VXSSRUW��0RUHRYHU��DW�GLIIHUHQW�WLPHV�DQG�LQ�UHVSRQVH�WR�GLIIHUHQW�LVVXHV��WKH�1HZ�/HIW�ZDV�DEOH�WR�GUDZ�
RQ�WKH�GHHS�URRWHG�WUDGLWLRQV�RI�$PHULFDQ�SRSXOLVP��4XDNHU�SDFLILVP��DQG�WKH�SUH�:RUOG�:DU�,,�ODUJHO\�
LPPLJUDQW�LPSRUWHG�VRFLDOLVP�DQG�FRPPXQLVP��7KH�WHQVLRQ�EHWZHHQ�JHQHUDWLRQV�DV�ZHOO�DV�D�ZLGHVSUHDG�WKRXJK�
SDVVLYH�DOLHQDWLRQ�DOVR�SURPSWHG�H[SUHVVLRQV�RI�VROLGDULW\�ZKLFK�RFFDVLRQDOO\�FUHDWHG�WKH�LPSUHVVLRQ�RI�\RXWK
V�
PDVVLYH�LGHQWLILFDWLRQ�ZLWK�WKH�JRDOV RI�WKH�PRUH�PLOLWDQW�1HZ�/HIW���

7KH�RXWHU�ERXQGDULHV�RI�WKH�1HZ�/HIW�DUH��WKHUHIRUH��LPSUHFLVH��$W�RQH�WLPH�RU�DQRWKHU�HVVHQWLDOO\�
UHIRUPLVW�PHPEHUV�RI�WKH�SROLWLFDO�HVWDEOLVKPHQW��VXFK�DV 5REHUW�.HQQHG\�DQG�(XJHQH�0F&DUWK\��ZHUH�DEOH�WR�
VLSKRQ�RII�D�JUHDW�GHDO�RI�WKH�YRODWLOH�\RXWKIXO�VXSSRUW�WKDW�RWKHUZLVH�ZDV�DWWUDFWHG�E\�WKH�PRUH�H[WUHPH�
WHQGHQFLHV�RI�WKH�1HZ�/HIW��7KH�1HZ�/HIW�LWVHOI��KRZHYHU��WHQGHG�WR�EH�PRUH�PLOLWDQW�LQ�LWV�UKHWRULF��PRUH�
VHFWDULDQ�LQ�LWV�RUJDQL]DWLRQ��PRUH�LQWHOOHFWXDOO\�DQG�JHQHUDWLRQDOO\�H[FOXVLYH�WKDQ�WKH�EURDGHU�FRDOLWLRQ�

� ,W�VKRXOG��KRZHYHU��EH�QRWHG�WKDW�WKH�QXPEHU�RI�VWXGHQWV SDUWLFLSDWLQJ�LQ�WKH�PRUH�RYHUW�PDQLIHVWDWLRQV�RI�PLOLWDQF\�DQG�VWULIH�ZDV�UHODWLYHO\�
OLPLWHG��,Q�WKH�SHULRG�2FWREHU������0D\�������RQH�ILIWK�RI�WKH�HUXSWLRQV�WRRN�SODFH�RQ�VL[�PDMRU�FDPSXVHV��%HUNHOH\��6DQ�)UDQFLVFR�6WDWH��
&ROXPELD��+DUYDUG��8QLYHUVLW\�RI :LVFRQVLQ��DQG�&RUQHOO��2I�WKH�QDWLRQ
V������FROOHJHV��WKHUH�ZHUH�RXWEUHDNV�RQ�RQO\�����FDPSXVHV��DQG�LQ�
D�WRWDO�RI�����VXFK�FRQIURQWDWLRQV�ZLWK�DXWKRULW\������DUUHVWV�ZHUH�PDGH��DFFRUGLQJ�WR�GDWD�FRPSLOHG�IRU�WKH�8QLWHG�6WDWHV�6HQDWH�DQG�
UHSRUWHG�LQ 7KH�:DVKLQJWRQ�3RVW� -XO\�����������'XHV�SD\LQJ�PHPEHUV�RI�WKH�6'6�ZHUH�HVWLPDWHG�DW�DERXW�������WKRVH�YDJXHO\�V\PSDWKHWLF�
WR�VRPH�1HZ�/HIW�DSSHDOV��DW�DERXW����������WKH�WRWDO�QXPEHU�RI�VWXGHQWV��DERXW���PLOOLRQ �)RUWXQH� VSHFLDO�LVVXH�RQ�\RXWK��-DQXDU\��������
7KH�QXPEHU�RI�6'6�DFWLYLVWV�ZDV�HVWLPDWHG�LQ�HDUO\������DV�UDQJLQJ�EHWZHHQ��������DQG�������� �*XDUGLDQ� -DQXDU\�����������
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HQGHDYRULQJ�WR�IRUJH�WKH��QHZ�SROLWLFV��LQ�$PHULFD��7KH�NH\�GLIIHUHQFH��KRZHYHU��ZDV�WKH�1HZ�/HIW
V�
PLOLWDQF\²D�PLOLWDQF\�GHULYHG�IURP�WKH�EHOLHI�WKDW�UHIRUPV�ZLOO�QR�ORQJHU�VXIILFH��

,W�KDV�RIWHQ�EHHQ�VDLG�WKDW�WKH�UDWKHU�VSRUDGLF�LGHQWLILFDWLRQ�RI�EURDG�VHJPHQWV�RI�\RXWK�ZLWK�WKH�PLOLWDQW�
1HZ�/HIW�UHIOHFWHG�WKH�PRUH�LQWHQVH�LGHDOLVP�DQG�VRFLDO�FRQVFLRXVQHVV�RI�WKH�FXUUHQW�FROOHJH�JHQHUDWLRQ��
LPSDWLHQW�ZLWK�WKH�FUDVV�PDWHULDOLVP�RI�LWV�VRFLHW\�DQG�GLVWUHVVHG�E\�WKH�SROLWLFDO�V\VWHP
V�GHOD\�LQ�PRYLQJ�
DJDLQVW VRFLDO�LQMXVWLFH��7KLV�LV�GRXEWOHVV�VR��7KH�\RXQJ�KDYH�EHHQ�DFWLYH�LQ�WKH�VWUXJJOH�IRU�UDFLDO�HTXDOLW\��WKH\�
UHVSRQGHG�LQLWLDOO\�ZLWK�HQWKXVLDVP�WR�WKH�FDOO�RI�JOREDO�VHUYLFH�LQ�WKH�UDQNV�RI�WKH�3HDFH�&RUSV��WKH\�KDYH�
IORFNHG�LQWR�WKH�UDQNV�RI�WKH�PDQ\�GRPHVWLF�HIIRUWV�WR�PRXQW�D�VWUXJJOH�DJDLQVW�XUEDQ�SRYHUW\�DQG�LJQRUDQFH��,W�LV�
HTXDOO\�WUXH�WKDW�WKH�HVWDEOLVKHG�V\VWHP�GLG�QRW�IXOO\�WDS�WKDW�LGHDOLVP��7KH�LGHDOLVP�RI�WKH�\RXQJ�UHTXLUHG�D�
VHQVH�RI�GHOLEHUDWH�QDWLRQDO�HIIRUW�LQ�RUGHU�WR�JLYH�LW�IXOILOOPHQW��DQG�LW�ZDV�QRW�WR�WKH�\RXQJ�DORQH�WKDW�WKLV�HIIRUW�
VHHPHG�WR�EH�ODFNLQJ��&XPXODWLYHO\��WKH�UHVXOWLQJ�IUXVWUDWLRQV�FUHDWHG�DQ�LQWHQVH�DOLHQDWLRQ��ILUVW�IURP�WKH�
SROLWLFDO�V\VWHP�DQG�WKHQ�IURP�WKH�VRFLR�HFRQRPLF�V\VWHP�DV�D�ZKROH��%RWK�ZHUH�GHQLHG�PRUDO�OHJLWLPDF\��DQG�
WKH�FRPELQDWLRQ�RI�IUXVWUDWHG�LGHDOLVP�DQG�KLVWRULFDO�XQFHUWDLQW\�FUHDWHG�SURSLWLRXV�FLUFXPVWDQFHV�IRU�DSSHDOV�
EDVHG�RQ�SDVVLRQ�DQG�D�GHVLUH�IRU�D�VLPSOH�GLFKRWRPLF�IRUPXOD��

0DMRU�FDWDO\VWV�IRU�\RXWKIXO�GLVLOOXVLRQPHQW�ZLWK�OLEHUDO�GHPRFUDF\
V�GHWHUPLQDWLRQ�DQG�FDSDFLW\�WR�
FRSH�ZLWK�HLWKHU�LWV�ROG�RU�LWV�QHZ�SUREOHPV�ZHUH�SURYLGHG�E\�WKH�9LHWQDP�ZDU�DQG�WKH�ZKLWH�PDMRULW\
V�
LQGLIIHUHQFH�WR�WKH�EODFN�PDQ
V�TXHVW�IRU�HTXDOLW\��%RWK�UHLQIRUFHG�WKH�DUJXPHQW�WKDW�WKH�H[LVWLQJ�V\VWHP�ZDV�
SUHRFFXSLHG�ZLWK�VHOI�SUHVHUYDWLRQ�DQG�QRW�ZLWK�FKDQJH��DQG�WKDW�IHGHUDO�IXQGV�ZHUH�UHDGLO\�DYDLODEOH�IRU�UHPRWH�
FDXVHV�EXW�QRW�IRU�FXULQJ�$PHULFD
V LPPHGLDWH�LOOV��%RWK�DOVR�SURYLGHG�WKH�\RXQJ�ZLWK�FRQYHQLHQW�
UDWLRQDOL]DWLRQV�IRU�IDLOLQJ�WR�FRPH�WR�JULSV�ZLWK�WKH�LQWHOOHFWXDO�FRPSOH[LW\�RI�RXU�WLPH�DQG�IRU�WXUQLQJ�WKHLU�
EDFNV�RQ�WKH�GLIILFXOW�DQG�LQHVFDSDEO\�VORZ�WDVN�RI�VRFLDO�UHQHZDO��

7KLV�VDPH�NLQG RI�VHOI�VHUYLQJ�LQWHOOHFWXDO�UDWLRQDOL]DWLRQ�IRU�WKH�PRUH�LPPHGLDWHO\�FRQYHQLHQW�DQG�
HPRWLRQDOO\�JUDWLI\LQJ�SRVWXUH�RI�FRPSOHWH�QHJDWLRQ�DOVR�SOD\V�D�SDUW�LQ�WKH�EURDGHU�VWXGHQW�PDODLVH��ZKLFK�WKH�
PRUH�PLOLWDQW�1HZ�/HIW�KDV�EHHQ�H[SORLWLQJ��([SODQDWRU\�WKHRULHV�RI�VWXGHQW�PLOLWDQF\�KDYH�W\SLFDOO\�SODFHG�
PDMRU�HPSKDVLV�RQ�WKH�SV\FKRORJLFDO�GLPHQVLRQ�RI�WKH�FULVLV�RI�YDOXHV�LQ�FRQWHPSRUDU\�$PHULFD��RQ�WKH�VWLIOLQJ�
RI�WKH�JHQXLQH�LGHDOLVP�RI�WKH�DFWLYLVWV��)RU�H[DPSOH��%REHUW�/LHEHUW�KDV�FRJHQWO\�DUJXHG�WKDW��LW�LV�QHFHVVDU\�WR�
XQGHUVWDQG�WKH�OLYHV�RI�WKH SDUWLFLSDQWV�>LQ�VWXGHQW�PLOLWDQF\@�LQ�D�
SV\FKR�KLVWRULFDO
�FRQWH[W��������7KH�UHVXOW�LV�D�
VHQVH�RI�WKH�WHQXRXVQHVV�RI�OLIH�ZKLFK�LV�PDQLIHVWHG�PRUH�SURIRXQGO\�LQ�LWV�XQFRQVFLRXV�DVSHFWV��0RUH�
VSHFLILFDOO\��LW�KDV�SURYLGHG�WKHP�ZLWK�D�VHQVH�RI�XUJHQF\�WR�HIIHFW�FKDQJH�VR�WKDW�OLIH�FDQ�JR�RQ������6LPLODUO\��
.HQQHWK�.HQLVWRQ�KDV�VWUHVVHG�WKDW�LQ�UHMHFWLQJ�WKH�H[LVWLQJ�VRFLHW\��WKH�VWXGHQW�LV�H[SUHVVLQJ��D�UHYXOVLRQ�DJDLQVW�
WKH�QRWLRQ�RI�TXDQWLW\��SDUWLFXODUO\ HFRQRPLF�TXDQWLW\�DQG�PDWHULDOLVP��DQG�D�WXUQ�WRZDUGV�FRQFHSWV�RI�TXDOLW\������
��$QRWKHU�JRDO�RI�WKH�QHZ�UHYROXWLRQ�LQYROYHV�D�UHYROW�DJDLQVW�XQLIRUPLW\��HTXDOL]DWLRQ��VWDQGDUGL]DWLRQ�DQG�KR��
PRJHQL]DWLRQ������������

6WXGHQW�SDUWLFLSDQWV�KDYH�DOVR�WHQGHG�WR VWUHVV�WKH�SV\FKRORJLFDO�GLPHQVLRQ��0DUN�*HU]RQ
V�7KH�:KROH�
:RUOG�,V�:DWFKLQJ� D�V\PSDWKHWLF�DFFRXQW�E\�D�\RXQJ�+DUYDUG�XQGHUJUDGXDWH��SXW�SULPDU\�VWUHVV�RQ�WKH�
SV\FKRORJLFDO�DVSHFW��QRWLQJ�WKDW�DW�ERWK�+DUYDUG�DQG�%HUNHOH\��WKH�SV\FKLDWULF�XQLWV�DW�WKH�KHDOWK�VHUYLFHV�RI�WKH�
WZR�XQLYHUVLWLHV��QRUPDOO\�TXLWH�EXV\��IRXQG�WKDW�WKH�QXPEHU�RI�VWXGHQWV�FRPLQJ�LQ�IRU�SV\FKLDWULF�KHOS�GHFOLQHG�
GUDPDWLFDOO\�GXULQJ�WKH�SHULRG�RI�FRQFHUWHG�SROLWLFDO�DFWLRQ��7KH�VWXGHQWV��LW�PXVW�EH�FRQFOXGHG��IRXQG�DQ�
H[WHUQDO�RXWOHW�IRU�WKHLU�LQWHQVH�FRQFHUQ�DQG�VR�ZHUH�OHVV�FDJHG�LQ�WKHLU�RZQ�PLQGV������7KLV�GLG�QRW�PHDQ�WKDW�
WKHLU�SHUVRQDO�SUREOHPV�ZHUH�VROYHG��WKH\�ZHUH��KRZHYHU��VXEOLPDWHG�LQ�VRPHWKLQJ�EH\RQG�WKH�VWXGHQW��*HU]RQ�
DOVR�FLWHG�GDWD�VKRZLQJ�WKDW�ERWK�PLOLWDQF\�DQG�GUXJ�WDNLQJ�ZHUH�PRUH�SUHYDOHQW�DPRQJ�VWXGHQWV�LQ�WKH��VRIW��
VFLHQFHV��ZKR�ZHUH�PRUH�SUHRFFXSLHG�ZLWK�WKH��KDELW�RI�VHOI�DQDO\VLV��DQG�OHVV�SUHSDUHG�IRU�DFWLYH�SDUWLFLSDWLRQ�
LQ�WKH�PRUH�VFLHQWLILFDOO\�RULHQWHG�VRFLHW\�����

7KHUH�LV�GRXEWOHVV�PXFK�PHULW�LQ�WKLV�SV\FKRORJLFDO�LQWHUSUHWDWLRQ�RI�VWXGHQW�PLOLWDQF\��7KH�H[LVWLQJ�
V\VWHP�DQG�HVSHFLDOO\�WKH�HPHUJLQJ�V\VWHP�SXW�VR�H[WHQVLYH�D�SUHPLXP�RQ�LQGLYLGXDO�FRPSHWLWLRQ�WKDW�DQ[LHW\�LV�
JHQHUDWHG�HDUO\�LQ�OLIH��3DUW�RI�WKH�UHEHOOLRQ�DJDLQVW�DXWKRULW\�LQ�HGXFDWLRQ�FDQ�EH�DWWULEXWHG�WR�WKH�XQGHUVWDQGDEOH�
GHVLUH�RI�WKH�\RXQJ�WR�JHW�DZD\�IURP�D�FRPSHWLWLYH�VWUXFWXUH�LQ�ZKLFK�VXFFHVV�RU�IDLOXUH��DW�VR�HDUO\�DQ�DJH��KDV�
VXFK�SRWHQWLDOO\ ODVWLQJ�FRQVHTXHQFHV��$W�WKH�VDPH�WLPH��WKH�ZHDNHQLQJ�RI�WKH�IDPLO\�VWUXFWXUH�FUHDWHV�SUHVVXUHV�
IRU�FRPSHQVDWRU\�VRXUFHV�RI�SV\FKRORJLFDO�UHDVVXUDQFH��DQG�SHHU�JURXSV�EHFRPH�LPSRUWDQW�LQ�VHWWLQJ�SDWWHUQV�RI�
EHKDYLRU�DQG�SURFODLPHG�EHOLHIV���

,Q�DGGLWLRQ��VR�KLJKO\�UDWLRQDOL]HG�D�VRFLHW\�DV�WKH�$PHULFDQ�WHQGV�WR�EH�D�GDQJHURXVO\�ERULQJ�VRFLHW\��
%HFDXVH�RI�WKLV��VKHHU�ERUHGRP�DV�WKH�VRXUFH�RI�DOLHQDWLRQ²WKDW�RIW�FLWHG�FDWFK�DOO�H[SODQDWLRQ²VKRXOG�QRW�EH�
XQGHUHVWLPDWHG�DV�DQ�LPSRUWDQW�FDXVH�RI�UHVWOHVVQHVV��,Q�RXU�VRFLHW\��WKH�H[FLWHPHQW�RI�WKH�XQH[SHFWHG��WKH�

�$FFRUGLQJ�WR�WKH�3UHVLGHQW
V�&RPPLVVLRQ�RQ�/DZ�(QIRUFHPHQW�DQG�WKH�$GPLQLVWUDWLRQ�RI�-XVWLFH����������,Q�$PHULFD�LQ�WKH�����
V��WR�
SHUKDSV�D�JUHDWHU�H[WHQW�WKDQ�LQ�DQ\�RWKHU�SODFH�RU�WLPH��DGROHVFHQWV�OLYH�LQ�D�GLVWLQFW�VRFLHW\�RI�WKHLU�RZQ��,W�LV�QRW�DQ�HDV\�VRFLHW\�WR�
XQGHUVWDQG��WR�GHVFULEH��RU��IRU�WKDW�PDWWHU��WR�OLYH�LQ��,Q�VRPH�ZD\V�LW�LV�DQ�LQWHQVHO\�PDWHULDOLVWLF�VRFLHW\��LWV�PHPEHUV��SHUKDSV�LQ�
XQFRQVFLRXV�LPLWDWLRQ�RI�WKHLU�HOGHUV��DUH�SUHRFFXSLHG�ZLWK�SK\VLFDO�REMHFWV�OLNH�FORWKHV�DQG�FDUV�DQG�LQGHHG�KDYH�EHHQ�HQFRXUDJHG�LQ�WKLV�
SUHRFFXSDWLRQ�E\�PDQXIDFWXUHUV�DQG�PHUFKDQWV�ZKR�KDYH�GLVFRYHUHG�KRZ�SURILWDEOH�WKH�DGROHVFHQW�PDUNHW�LV��,Q�VRPH�ZD\V�LW�LV�DQ�LQWHQVHO\�
VHQVXDO�VRFLHW\��LWV�PHPEHUV�DUH�SUHRFFXSLHG�ZLWK�WKH�VHQVDWLRQV�WKH\�FDQ�REWDLQ�IURP�VXUILQJ�RU�GUDJ�UDFLQJ�RU�PXVLF�RU�GUXJV��,Q�VRPH�
ZD\V��LW�LV�DQ�LQWHQVHO\�PRUDOLVWLF�VRFLHW\��LWV�PHPEHUV�DUH�SUHRFFXSLHG ZLWK�LQGHSHQGHQFH�DQG�KRQHVW\�DQG�HTXDOLW\�DQG�FRXUDJH��2Q�WKH�
ZKROH�LW�LV�D�UHEHOOLRXV��RSSRVLWLRQDO�VRFLHW\��GHGLFDWHG�WR�WKH�SURSRVLWLRQ�WKDW�WKH�JURZQXS�ZRUOG�LV�D�VKDP��$W�WKH�VDPH�WLPH��LW�LV�D�
FRQIRUPLQJ�VRFLHW\��EHLQJ�LQH[SHULHQFHG��XQVXUH�RI�WKHPVHOYHV�DQG��LQ�IDFW��UHODWLYHO\�SRZHUOHVV�DV�LQGLYLGXDOV��DGROHVFHQWV�WR�D�IDU�JUHDWHU�
H[WHQW�WKDQ�WKHLU�HOGHUV�FRQIRUP�WR�FRPPRQ�VWDQGDUGV�RI�GUHVV�DQG�KDLU�VW\OH�DQG�VSHHFK��DQG�DFW�MRLQWO\�LQ�JURXSV²RU�JDQJV���7KH�
&KDOOHQJH�RI�&ULPH�LQ�D�)UHH�6RFLHW\� 1HZ�<RUN��������S�������



�������

LQYLJRUDWLQJ�VWDWH�RI�PLQG�SURGXFHG�E\�VKLIWV�LQ�SOHDVXUH��SDLQ��WUDQTXLOLW\�DQG�DQ[LHW\�DUH�ODUJHO\�PLVVLQJ��
8QGHUO\LQJ�WKH�UHZDUGV�RI�EHLQJ�D�FRJ�LQ�WKH�ZKHHO�FDQ�EH�D�VHQVH�RI�ERUHGRP�DQG�WKLQQHVV�RI�VHOI������7R�HVFDSH�
IURP�LW�LQWR�D�UHYROXWLRQDU\��KDSSHQLQJ��FDQ�EH�IUHHGRP��DQG�HQGOHVV�GLVFXVVLRQV�H[DOWLQJ�RQH
V�SHUVRQDO�UHIXVDO�
WR�SDUWLFLSDWH�LQ�WKH��DXWRPDWHG�VRFLHW\���WKH��JDGJHW�HFRQRP\���DQG��FRUUXSWLQJ�DIIOXHQFH��EHFRPH�D�IRUP�RI�
JURXS�WKHUDS\��

7KLV�PRRG�SURPSWV�D�VHDUFK�IRU�QHZ�VRXUFHV�RI�IHHOLQJ�DQG�RI�DXWKRULW\��ZKLFK�WKH VLPXOWDQHRXVO\�
LPSHUVRQDO�DQG�SHUPLVVLYH�H[LVWLQJ�LQVWLWXWLRQV�IDLO�WR�SURYLGH��,W�FUHDWHV�D�UHVSRQVLYHQHVV�WR KLJKO\�JHQHUDOL]HG�
PRELOL]DWLRQ�DJDLQVW�WKH VWDWXV�TXR��3DUDGR[LFDOO\��WKH�YDJXHU�DQG�PRUH�DPELWLRXV�WKH�GHPDQGV��WKH�FORVHU�DQG�
PRUH�UDSLGO\�QDUURZLQJ�WKH�JDS�EHWZHHQ�WKH�UHDOLW\�DQG�KRSH���

)LQDOO\��WKHUH�DSSHDUV�WR�EH�DQ�HOHPHQW�RI�XQHDV\�JXLOW�DQG�VHOI�JUDWLILFDWLRQ�LQ�WKH�PRWLYDWLRQ�RI�VRPH�
RI�WKH�DOLHQDWHG�\RXQJ�SHRSOH��DQG�WKLV�IDFWRU�VKRXOG�QRW�EH�LJQRUHG��,W�LV�FHUWDLQO\�HDVLHU�WR�FRQGHPQ�WKH�VRFLDO�
V\VWHP�DV�D�ZKROH�WKDQ�WR�SDUWLFLSDWH�LQ�9,67$�SURJUDPV�RU�WKH�3HDFH�&RUSV��&RQGHPQLQJ�WKH�ODWWHU�DV�DQ�
H[WHQVLRQ�RI�LPSHULDOLVP�EHFRPHV�D�VHOI�VHUYLQJ�H[SODQDWLRQ��WKH�PLOLWDQWV
��GHHS�GLVVDWLVIDFWLRQ�ZLWK�WKHPVHOYHV�
DQG�WKHLU�LQQHU�FRQIXVLRQ�LV�SURMHFWHG�DJDLQVW�WKH�LQVWLWXWLRQV�RI�WKH�XQLYHUVLW\�ILUVW��DQG�DJDLQVW�DOO�LQVWLWXWLRQV�RI�
VRFLHW\�VHFRQGDULO\��ZKLFK�DUH�EODPHG�IRU�WKHLU�RZQ�LQQHU�ZHDNQHVV������7KLV�FRQVLGHUDWLRQ�LV�HVSHFLDOO\�
LPSRUWDQW�LQ�YLHZ�RI�WKH�HFRQRPLFDOO\�VHFXUH��PLGGOH�FODVV�FKDUDFWHU�RI�PDQ\�RI�WKH�\RXWKIXO�PLOLWDQWV��,QGHHG��
WKHLU�VHOI�LQGXOJHQW�OLIH�VW\OH�VRPHZKDW�EHOLHV�WKHLU�SURIHVVHG�DQWL�PDWHULDOLVP��HVSHFLDOO\�DV�WKHLU�PDWHULDO�
H[LVWHQFH�WHQGV�WR�GHSHQG�RQ�WKH�UHODWLYHO\�JHQHURXV�VXSSRUW�SURYLGHG�HLWKHU�E\�WKHLU�SDUHQWV�RU�E\�WKHLU�FROOHJHV��
7KHUH�DUH�DFFRUGLQJO\�VRPH�DQDORJLHV�EHWZHHQ�WKH�UHVWOHVV�$PHULFDQ�PLGGOH�FODVV�VWXGHQW�DQG�WKH�/DWLQ�
$PHULFDQ�VWXGHQW�UHEHOV��ZKR�DUH�JHQHUDOO\�GUDZQ�IURP�WKH�XSSHU�FODVVHV�DQG�VLPLODUO\�TXLWH�FHUWDLQ�WKDW��JLYHQ�
WKH�VRFLDO�VWUXFWXUH�RI�WKHLU�VRFLHWLHV��WKH\�FDQ�FRXQW�RQ�D�UHODWLYHO\�VXFFHVVIXO�DQG�PDWHULDOO\�UHZDUGLQJ�OLIH��
ZKDWHYHU�WKH�RXWFRPH�RI�WKHLU�VWXGLHV��

7KH�RXWORRN�RI�DOLHQDWHG�EXW�LGHDOLVWLF�\RXQJ�SHRSOH��LQ�FRQWUDVW�WR�WKDW�RI�WKH�DFWLYLVW�SROLWLFDO�LGHRORJ\�
RI�WKH QXPHULFDOO\�PXFK�VPDOOHU�1HZ�/HIW��FDQ�SHUKDSV�EH�FKDUDFWHUL]HG�DV�LGHRORJLFDO�LQIDQWLOLVP��UHO\LQJ�RQ�
SV\FKRORJ\�DV�WKHLU�LQWHOOHFWXDO�VRXUFH��WKH\�XVH�WKH�FXUUHQW�SROLWLFDO�VORJDQV�RI�WKH�DGXOW�ZRUOG��IUHHGRP��
HTXDOLW\��DQG�VR�RQ��EXW�DFW�DV�LI�WKH�ZRUOG�ZHUH�D�JLYHQ�FRQVWDQW��)RU�H[DPSOH��LQ�*HU]RQ
V�ERRN�WKHUH�LV�QR�
GLVFXVVLRQ�RI�KRZ�UDFLDO�LQMXVWLFH�FDQ�EH�HOLPLQDWHG��KRZ�WKH�HFRQRP\�VKRXOG�FUHDWH�WKH�QHHGHG�ZHDOWK��RU�ZKR�
VKRXOG�PDNH�WKH�SODQHV�IO\��WKH�KRVSLWDOV�RSHUDWH��WKH�VRFLDO�V\VWHP�ZRUN��7KH ERRN�GRHV��KRZHYHU��FRQWDLQ�WKH�
XVXDO�HPRWLRQDO�HOHPHQWV�RI�DQ�LGHRORJLFDO�V\VWHP��WKH�HQHPLHV�DUH�DGXOWV�DQG�WHFKQRORJ\��DQG�WKH�VHOI��
ULJKWHRXVQHVV�RI�WKH�LGHDOLVWLF�\RXQJ�LV�UHSHDWHGO\�VWUHVVHG��7KH�UHVXOWLQJ�GRFWULQH�LV�VHOI�VHUYLQJ��VLQFH�WKH�
WHGLRXV�WDVN�RI�PDNLQJ�VRFLHW\�IXQFWLRQ�LV�DEDQGRQHG�WR�RWKHUV��DQG�WKH�IXWXUH�LV�OHIW�YDJXH����

5HYROXWLRQDULHV�LQ�6HDUFK�RI�5HYROXWLRQ�
7KH�H[WUHPH�1HZ�/HIW�UHSUHVHQWV�WKH�SKHQRPHQRQ�RI�PLGGOH�FODVV�UHEHOOLRQ�DJDLQVW�PLGGOH�FODVV�VRFLHW\��,W�LV�
QHZ�LQ�WKH�VHQVH�WKDW�LQ�H[SORLWLQJ�WKH�SV\FKRORJLFDO�XQUHVW�RI�VRPH�RI�WKH�FROOHJH�JHQHUDWLRQ�LW�GUDZV�PXFK�RI�
LWV�VXSSRUW�IURP�D�VRFLDO�JURXS�ZKLFK�LV�LWVHOI�QRW�\HW�HQJDJHG�LQ�SURGXFLQJ�VRFLDO�ZHDOWK�DQG�WKHUHIRUH�FDQQRW�EH�
UHSUHVHQWHG�DV�EHLQJ�H[SORLWHG��RQ�WKH�ZKROH��WKDW�JURXS�HQMR\V�VRFLDO�DQG�PDWHULDO�VHFXULW\��EXW�LW�LV�
SV\FKRORJLFDOO\�LQVHFXUH��IUXVWUDWHG��ERUHG��DQG�JXLOW�ULGGHQ��7KLV�DOVR�DSSHDUV�WR�EH�WKH�FDVH�ZLWK�VRPH�ROGHU�
VXSSRUWHUV�RI�WKH�1HZ�/HIW��SDUWLFXODUO\ WKRVH�IURP�WKH�LQWHOOHFWXDO�FRPPXQLW\��ZKRVH�UHFHQWO\�DFTXLUHG�VRFLDO�
DQG�PDWHULDO�SUHVWLJH�LV�LQWHQVHO\�WKUHDWHQHG�E\�D�VHQVH�RI�SROLWLFDO�LPSRWHQFH�DQG�LQFUHDVLQJ�IHDU�RI�KLVWRULFDO�
REVROHVFHQFH��

7KH�GLIILFXOW\�HQFRXQWHUHG�E\�WKH�PLOLWDQW�1HZ�/HIW�LQ�UHDFKLQJ�WKH��PDVVHV��LV�UHODWHG�WR�WKH�FXUUHQW�
VLWXDWLRQ�LQ�WKH�8QLWHG�6WDWHV��'XULQJ�WKH�����V��UDGLFDO�PRYHPHQWV�KDG�D�UHDO�EDVLV�IRU�WKHLU�KRSH�WR�UDGLFDOL]H�
WKH�$PHULFDQ�ODERULQJ�PDVVHV��ZKR�ZHUH�VXIIHULQJ�IURP�WKH�GHSULYDWLRQV�RI�WKH�*UHDW�'HSUHVVLRQ�DQG�RQO\�WKHQ�
EHJLQQLQJ�WR�GHYHORS�WKHLU�RZQ�RUJDQL]DWLRQDO�FRQVFLRXVQHVV��7KHUH�ZDV��LQ�HIIHFW��DW�OHDVW�WKH�SRWHQWLDO�IRU�D�
KLVWRULFDO�V\PELRVLV�EHWZHHQ�UDGLFDO�LGHRORJ\�DQG�WKH�IUXVWUDWHG�DQG�LPSRYHULVKHG�PDVVHV��Á�

7RGD\�WKH�VLWXDWLRQ�LV�HQWLUHO\�GLIIHUHQW�IRU�YHU\�PDQ\�$PHULFDQV��WKRXJK�QRW�IRU�DOO��DV�KDV�DOUHDG\�
EHHQ�QRWHG��WKH�FKLOGUHQ�RI�$PHULFDQV�ZLWKRXW�DQ\�KLJKHU�HGXFDWLRQ��WKH�EOXH�FROODU�ZRUNHUV�RI�WKH�VWLOO�
LQGXVWULDO��VHFRQG�$PHULFD��DUH�IORFNLQJ�LQWR�FROOHJHV��DQG�FRQWHPSRUDU\�VRFLHW\�WKURXJK�LWV�DSSDUHQW�RSHQQHVV�

� ,QYROYHG�KHUH�ZDV��WKH�JHQHUDO�$PHULFDQ�WHQGHQF\��SHUKDSV�WKH�KXPDQ�WHQGHQF\��WR�DVVXPH�WKDW�LI�WKLQJV�DUH�SUHVHQWO\�EDG��WKH\�ZHUH�RQFH�
EHWWHU��UDWKHU�WKDQ�UHDOL]LQJ�WKDW�WKH\�DUH�OLNHO\�WR�EH FRQVLGHUHG EDG�SUHFLVHO\�EHFDXVH�WKH\�DUH�JHWWLQJ�EHWWHU���&KULVWRSKHU�-HQFNV�DQG�'DYLG�
5LHVPDQ���7KH�5ROH�RI�6WXGHQW�6XEFXOWXUHV���7KH�5HFRUG� 7HDFKHUV�&ROOHJH��&ROXPELD�8QLYHUVLW\��2FWREHU�������S����>LWDOLFV�LQ�RULJLQDO@���
��7KH�SV\FKRORJLFDO�LQWHUSUHWDWLRQ�ILWV�ZHOO�VRPH�RI�WKH�SRLQWV PDGH�E\�.RQUDG�/RUHQ]���'XULQJ�DQG�VKRUWO\�DIWHU�SXEHUW\�KXPDQ�EHLQJV�KDYH�
DQ�LQGXELWDEOH�WHQGHQF\�WR�ORRVHQ�WKHLU�DOOHJLDQFH�WR�DOO�WUDGLWLRQDO�ULWHV�DQG�VRFLDO�QRUPV�RI�WKHLU�FXOWXUH��DOORZLQJ�FRQFHSWXDO�WKRXJKW�WR�FDVW�
GRXEW�RQ�WKHLU�YDOXH�DQG�WR�ORRN�DURXQG�IRU�QHZ�DQG�SHUKDSV�PRUH�ZRUWK\�LGHDOV��7KHUH�SUREDEO\�LV��DW�WKDW�WLPH�RI�OLIH��D�GHILQLWH�VHQVLWLYH�
SHULRG�IRU�D�QHZ�REMHFW�IL[DWLRQ��PXFK�DV�LQ�WKH�FDVH�RI�WKH�REMHFW�IL[DWLRQ�IRXQG�LQ�DQLPDOV�DQG�FDOOHG�LPSULQWLQJ��,I�DW�WKDW�FUXFLDO�WLPH�RI�
OLIH ROG�LGHDOV�SURYH�IDOODFLRXV�XQGHU�FULWLFDO�VFUXWLQ\�DQG�QHZ�RQHV�IDLO�WR�DSSHDU��WKH�UHVXOW�LV�FRPSOHWH�DLPOHVVQHVV��WKH�XWWHU�ERUHGRP�ZKLFK�
FKDUDFWHUL]HV�WKH�\RXQJ�GHOLQTXHQW��,I��RQ�WKH�RWKHU�KDQG��WKH�FOHYHU�GHPDJRJXH��ZHOO�YHUVHG�LQ�WKH�GDQJHURXV�DUW�RI�SURGXFLQJ�VXSUDQRUPDO�
VWLPXOXV�VLWXDWLRQV��JHWV�KROG�RI�\RXQJ�SHRSOH�DW�WKH�VXVFHSWLEOH�DJH��KH�ILQGV�LW�HDV\�WR�JXLGH�WKHLU�REMHFW�IL[DWLRQ�LQ�D�GLUHFWLRQ�VXEVHUYLHQW�
WR�KLV�SROLWLFDO�DLPV��$W�WKH�SRVWSXEHUWDO�DJH�VRPH�KXPDQ�EHLQJV�VHHP�WR�EH�GULYHQ�E\�DQ�RYHUSRZHULQJ�XUJH�WR�HVSRXVH�D�FDXVH�DQG�IDLOLQJ�WR�
ILQG�D�ZRUWK\�RQH�PD\�EHFRPH�IL[DWHG�RQ�DVWRQLVKLQJO\�LQIHULRU�VXEVWLWXWHV���2Q�$JJUHVVLRQ� 1HZ�<RUN��������S��������
Á�%XW�RQO\�D�SRWHQWLDO��$V�3DXO�%XKOH��WKH�HGLWRU�RI 5DGLFDO�$PHULFD��QRWHG�LQ�WKH UDGLFDO�ZHHNO\ *XDUGLDQ �-XQH�������������������WKH�PRVW�
QRWDEOH�FKDUDFWHULVWLF�RI�$PHULFDQ�VRFLHW\��LQ�FRQWUDVW�WR�WKDW�RI�(XURSH��KDV�EHHQ�WKH�DEVHQFH�RI�D�VWDEOH��FODVV�FRQVFLRXV�SUROHWDULDQ�
PRYHPHQW��
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UHLQIRUFHV�WKH�UHODWLYH�IHHOLQJ�RI�ZHOO�EHLQJ�FUHDWHG�E\�LWV�PDWHULDO�DGYDQFHV��7KDW�VHFRQG�$PHULFD�LQFUHDVLQJO\�
VHHV�LWV�ZD\�FOHDU�WR�WKH�ORQJ�UDQJH�RSSRUWXQLWLHV�KHOG�RXW�E\�WKH�QHZ�VFLHQWLILF�WHFKQRORJLFDO�VRFLHW\��,W�LV�
VLPSO\�QRW�FRQYLQFHG�E\�WKH�1HZ�/HIW
V�DUJXPHQW�WKDW��PRUH�RSSRUWXQLW\�SOXV�PRUH�GHPRFUDF\�HTXDOV�OHVV�
IUHHGRP������7KH�1HZ�/HIW�KROGV�OLWWOH�SURPLVH�IRU�WKH�VHFRQG�$PHULFD��ZKRVH�YDULRXV�DQ[LHWLHV�WHQG�UDWKHU�WR�
H[SUHVV�WKHPVHOYHV�LQ�D�SROLWLFDOO\�FRQVHUYDWLYH�DQG�HYHQ�DQWL�LQWHOOHFWXDO�SRVWXUH��

7KLV�OHDYHV�IRU�1HZ�/HIW�PLOLWDQWV��VWLOO�LQ�VHDUFK�RI�PDVV�VXSSRUW��RQO\�WKH�ILUVW�$PHULFD��WKH�SUH��
LQGXVWULDO�DQG�WKH�LQGXVWULDOO\�PRULEXQG�$PHULFD��%XW�KHUH�WKH�SUREOHP�LV�FRPSOLFDWHG�E\�WKH�IDFW�WKDW�PXFK�RI�
WKDW�$PHULFD�LV�EODFN�DQG�WKDW�$PHULFDQ�EODFNV�DUH�HLWKHU�LQFOLQHG�WR�WDNH�DGYDQWDJH�RI�JUDGXDOO\�HQODUJLQJ�
HFRQRPLF�RSSRUWXQLWLHV�RU�WR�VHHN�WKHLU�LGHQWLW\�WKURXJK�PLOLWDQW�UDFLDO�H[FOXVLYHQHVV��,Q�HLWKHU�FDVH��WKH�1HZ�
/HIW�WHQGV�WR�DSSHDU�WR�PDQ\�RI�WKHP�DV�D�TXDUUHOVRPH��QRW�RYHUO\�VHULRXV�ZKLWH�PLGGOH�FODVV�GLYHUVLRQ��SHUKDSV�
RI�PDUJLQDO�QXLVDQFH�YDOXH�LQ�VKDNLQJ�VRPH�ZKLWH�HVWDEOLVKPHQW�LQVWLWXWLRQV�DQG�LQ�VWLUULQJ�VRPH�ZKLWH�
FRQVFLHQFHV��EXW�JHQHUDOO\�ODFNLQJ�FRQVLVWHQF\��FRQWLQXLW\��DQG�GHILQHG�SROLWLFDO�GLUHFWLRQ���

7KH�1HZ�/HIW�PLJKW�KDYH�EHFRPH�D�PRUH�VHULRXV²DQG�WKHUHIRUH�PRUH�FRQVWUXFWLYH²SROLWLFDO�IRUFH�LQ�
WKH�8QLWHG�6WDWHV�WRGD\�LI�LWV�SURSKHWV�KDG�EHHQ�LQWHOOHFWXDOO\�DEOH�WR�PRYH�EH\RQG�HLWKHU�WKHLU�GDWHG�(XURSHDQ�
UDGLFDOLVP�RU�WKHLU QHZHU�HVFDSLVW�DQWLUDWLRQDOLVP����)RU�H[DPSOH��PRGHUQ�VRFLHW\�SRVHV�HVSHFLDOO\ FRPSOH[�
SUREOHPV�UHODWLQJ�WR�HTXDOLW\��DQ�LVVXH�RI�PDMRU�FRQFHUQ�WR�WKH�1HZ�/HIW��EXW�WKRVH�SUREOHPV�FDQQRW�EH�UHVROYHG�
E\�LQYRNLQJ�QLQHWHHQWK�FHQWXU\�FULWLFLVPV�RI�FDSLWDOLVP�����,Q�IDLOLQJ�WR�DVVLPLODWH�LQWHOOHFWXDOO\�WKH�QRYHOW\�RI�WKH�
FXUUHQW�$PHULFDQ�WUDQVLWLRQ��WKH�1HZ�/HIW�KDV�PDGH�LWVHOI�DQ�HVVHQWLDOO\�QHJDWLYH�DQG�REVROHVFHQW�IRUFH��,QGHHG��
WKH�1HZ�/HIW
V�FRPELQDWLRQ�RI�0DU[LVW�UKHWRULF�DQG�H[DOWDWLRQ�RI�SDVVLRQ�DSSHDUV�WR�KDYH�EHHQ�GHVLJQHG�WR�VKRFN�
UDWKHU�WKDQ�WR�FKDQJH�VRFLHW\��7KLV�KDV�FUHDWHG�D�VLWXDWLRQ�GHSORUHG�E\�HYHQ�UDGLFDO�FULWLFV�RI WKH�FRQWHPSRUDU\�
8QLWHG�6WDWHV��Á� ,Q�DGGLWLRQ��WKH�1HZ�/HIW
V�H[XEHUDQW�UKHWRULF��FRXSOHG�ZLWK�WKH�LGHRORJLFDO�LPPDWXULW\�RI�WKH�
\RXQJ�PLOLWDQWV�DQG�WKH�KLVWRULFDO�DQDFKURQLVP�RI�LWV�SURSKHWV��KDV�UHVXOWHG�LQ�D�SURJUDPPDWLF�SRVWXUH�DQG�
LGHRORJLFDO�GHEDWHV�WKDW�RFFDVLRQDOO\�YHUJH�RQ�WKH�KLODULRXV����&XPXODWLYHO\��WKH�1HZ�/HIW�KDV�ORRVHO\�OLQNHG�WKH�

�7KH�DVVHVVPHQW�RI�WKH�6'6�E\�'DYLG�+LOOLDUG��FKLHI�RI�VWDII�RI�WKH�%ODFN�3DQWKHU�SDUW\��LV�UHYHDOLQJ�LQ�WKLV�FRQQHFWLRQ���:H�GRQ
W�VHH�6'6�
DV�EHLQJ�VR�UHYROXWLRQDU\��:H�VHH�6'6�DV�MXVW�EHLQJ�DQRWKHU�SDFLILFDWLRQ�IURQW�WKDW
V�JLYHQ�FUHGLW�E\�WKH�IDVFLVW�HVWDEOLVKPHQW�LQ�RUGHU�WR�
FDXVH�GLVIXVLRQ >VLF@�LQ KRSHV�WKDW�WKLV�ZRXOG�ZHDNHQ�WKH�VXSSRUW�IRU�WKH�%ODFN�3DQWKHU�SDUW\��������
�������ZH
OO�EHDW�WKRVH�OLWWOH�VLVVLHV��WKRVH�OLWWOH�VFKRROER\V
�DVV�LI�WKH\�GRQ
W�WU\�WR�VWUDLJKWHQ�XS�WKHLU�SROLWLFV��6R�ZH�ZDQW�WR�PDNH�WKDW�NQRZQ�WR�
6'6�DQG�WKH�ILUVW�PRWKHUIXFNHU�WKDW�JHWV�RXW�RI�RUGHU�KDG�EHWWHU�VWDQG�LQ�OLQH�IRU�VRPH�NLQG�RI�GLVFLSOLQDU\�DFWLRQV�IURP�WKH�%ODFN�3DQWKHU�
SDUW\���LQWHUYLHZ�LQ %HUNHOH\�%DUE��$XJXVW����������DV�FLWHG�E\ *XDUGLDQ��$XJXVW������������
��7KH�LQWHOOHFWXDO�URRWV�RI�ERWK�0DUFXVH�DQG�&KRPVN\�DUH�JURXQGHG�LQ�QLQHWHHQWK�FHQWXU\�(XURSHDQ�UDGLFDO�GRJPDWLVP��RQ�&KRPVN\�DQG�
FRPPXQLVP��VHH�WKH�SDUWLFXODUO\�SHUFHSWLYH�FRPPHQWV�E\�6H\PRXU�0DUWLQ�/LSVHW���7KH�/HIW��WKH�-HZV�DQG�,VUDHO���(QFRXQWHU� 'HFHPEHU�
������S�������
,Q�WKLV�UHJDUG��FRPPHQWV�E\�:DOWHU�/DTXHXU�DUH�SDUWLFXODUO\�SHUWLQHQW�WR�0DUFXVH
V�SRQGHURXV�MXVWLILFDWLRQV�IRU�KLV�SUHIHUUHG�EUDQG�RI�
GLFWDWRUVKLS�DQG�WR�&KRPVN\
V�SROLWLFDO�EDQDOLWLHV���7KH�$PHULFDQ�\RXWK�PRYHPHQW��ZLWK�LWV�LPPHQVH�LGHDOLVWLF�SRWHQWLDO��KDV�JRQH�EDGO\��
SHUKDSV�LUUHYRFDEO\��RII�WKH�UDLOV��)RU�WKLV��D�JUHDW�UHVSRQVLELOLW\�IDOOV�RQ�WKH�VKRXOGHUV�RI�WKH�JXUXV�ZKR�KDYH�SURYLGHG�WKH�LGHRORJLFDO�
MXVWLILFDWLRQ�IRU�WKH�PRYHPHQW�LQ�LWV�SUHVHQW�SKDVH²WKRVH�LQWHOOHFWXDOV��WKHLU�RZQ�EULJKW�GUHDPV�KDYLQJ�IDGHG��ZKR�QRZ�VWUDLQ�WR�UHFDSWXUH�
WKHLU�LGHRORJLFDO�YLUJLQLW\��������7KH�GRFWRUV�RI�WKH�$PHULFDQ�\RXWK�PRYHPHQW�DUH�LQ�IDFW�SDUW�RI�LWV�GLVHDVH��7KH\�KDYH�KHOSHG�WR�JHQHUDWH�D�
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V�ERRN�E\�SKLORVRSK\�SURIHVVRU�
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&RRN�VDLG��
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6LPLODUO\��WKH�%HUNHOH\�/LEHUDWLRQ�&RPPLWWHH
V�UHYROXWLRQDU\ SURJUDP��GHVLJQHG�WR�VHW�D��UHYROXWLRQDU\�H[DPSOH�WKURXJKRXW�WKH�ZRUOG���
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��²:H�ZLOO�PDNH�7HOHJUDSK�$YHQXH�DQG�WKH�6RXWK�&DPSXV�D�VWUDWHJLF�IUHH�WHUULWRU\�IRU�UHYROXWLRQ��
�²:H�ZLOO�FUHDWH�RXU�UHYROXWLRQDU\�FXOWXUH�HYHU\ZKHUH��
�²:H�ZLOO�WXUQ�WKH�VFKRROV�LQWR�WUDLQLQJ�JURXQGV�IRU�OLEHUDWLRQ��
�²:H�ZLOO�GHVWUR\�WKH�XQLYHUVLW\�XQOHVV�LW�VHUYHV�WKH�SHRSOH��
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REVROHVFHQWV��WKH�DEVWDLQHUV��DQG�WKH�H[FOXGHG�RI�WKH�WHFKQHWURQLF�DJH��EXW�LW�KDV�RIIHUHG�OLWWOH SURVSHFW�RI�D�
UHDOLVWLF�UHVSRQVH�WR�WKLV�DJH
V�GLOHPPDV��,W�LV�WKXV�PRUH�LQWHUHVWLQJ�DV�D�V\PSWRP�RI�VRFLDO�FKDQJH�WKDQ�IRU�LWV�
SURJUDPPDWLF�PHVVDJH��,W�LV�DQ�HVFDSLVW�SKHQRPHQRQ�UDWKHU�WKDQ�D�GHWHUPLQHG�UHYROXWLRQDU\�PRYHPHQW��LW�
SURFODLPV�LWV�GHVLUH�WR FKDQJH�VRFLHW\�EXW�E\�DQG�ODUJH�RIIHUV�RQO\�D�UHIXJH�IURP�VRFLHW\���0RUH�FRQFHUQHG�ZLWK�
VHOI�JUDWLILFDWLRQ�WKDQ�ZLWK�WKH�VRFLDO�FRQVHTXHQFHV�RI�LWV�DFWV��WKH�1HZ�/HIW�FDQ�DIIRUG�WR�HQJDJH�LQ�WKH�ZLOGHVW�
YHUEDO�DEXVH��ZLWKRXW�DQ\�UHJDUG�IRU�WKH�IDFW�WKDW�LW�DOLHQDWHV�HYHQ�WKRVH�ZKR�DUH�SRWHQWLDO�VXSSRUWHUV��,WV�FRQFHUQ�
LV�WR�FUHDWH�D�VHQVH�RI�SHUVRQDO�LQYROYHPHQW�IRU�LWV�DGKHUHQWV�DQG�WR�UHOHDVH�WKHLU�SDVVLRQV��LW�SURYLGHV�D�
SV\FKRORJLFDO�VDIHW\�YDOYH�IRU�LWV�\RXWKIXO�PLOLWDQWV�DQG�D�VHQVH�RI�YLFDULRXV�IXOILOOPHQW�IRU�LWV�PRUH�SDVVLYH��
DIIOXHQW��DQG ROGHU�DGPLUHUV����'HVSLWH�LWV�LQFUHDVLQJO\�0DU[LVW�/HQLQLVW�UKHWRULF��WKH�1HZ�/HIW�LV�PRUH�
UHPLQLVFHQW�RI�)RXULHU�LQ�FRQWHQW����DQG�RI�'DGDLVP�LQ�VW\OH²DQG�TXLWH�V\PSWRPDWLFDOO\�VR��VLQFH�ERWK�)RXULHU�
DQG�'DGDLVP ZHUH�WKHPVHOYHV�UHDFWLRQV�WR�D�QHZ�DJH��

7KH�+LVWRULF�)XQFWLRQ�RI�WKH�0LOLWDQW�/HIW�
2Q�EDODQFH��WKH�PLOLWDQW�1HZ�/HIW�DSSHDUV�WR�EH�ODUJHO\�D�WUDQVLHQW�SKHQRPHQRQ��D�V\PSWRP�RI�WKH�

WHQVLRQV�LQKHUHQW�LQ�WKH�LQWHUDFWLRQ�RI�WKH�VHYHUDO�$PHULFDV�FRH[LVWLQJ�LQ�D WLPH�RI�JHQHUDO�$PHULFDQ�WUDQVLWLRQ��
,Q�DOO�SUREDELOLW\��WKLV�WUDQVLWLRQ�ZLOO�FRQWLQXH�WR�VSDUN�DGGLWLRQDO�YLROHQFH��DQG�WKH�EURDGHU�IUXVWUDWLRQV�EHVHWWLQJ�
VRPH�\RXQJ�SHRSOH�PD\�SURPSW�D�PRUH�SURWUDFWHG�DOLHQDWLRQ�IURP�WKH�H[LVWLQJ�V\VWHP��7KH�GHFOLQH�LQ�WKH�
DWWUDFWLYHQHVV�RI�EXVLQHVV�RU�JRYHUQPHQW�FDUHHUV�PD\�GHQ\�WKH�V\VWHP�D�PHDVXUH�RI�VRFLDO�WDOHQW��EXW�WKLV�
DOLHQDWLRQ�RI�VRPH�PLGGOH�FODVV�\RXWK��HVSHFLDOO\�IURP�WKH�EHWWHU�XQLYHUVLWLHV���WKH�VRXUFH�IURP�ZKLFK�$PHULFD
V�
HOLWH�LV�WUDGLWLRQDOO\�GUDZQ��PD\�ZHOO�DFW�DV�D�VRFLDO�HTXDOL]HU�E\�RSHQLQJ�XS�FDUHHU�RSSRUWXQLWLHV�IRU�ILUVW��
JHQHUDWLRQ��SRVW�EOXH�FROODU�XUEDQ�\RXWK�ZKR�KDYH�LQ�UHFHQW�\HDUV�JDLQHG�JUHDWHU�DFFHVV�WR�DGYDQFHG�HGXFDWLRQ��

7KH�ORQJ�UXQ�KLVWRULF�IXQFWLRQ�RI�WKH�PLOLWDQW�1HZ�/HIW�GHSHQGV�ODUJHO\�RQ�WKH�FLUFXPVWDQFHV�LQ�ZKLFK�
LW�ZLOO�HYHQWXDOO\�HLWKHU�IDGH�RU�EH�VXSSUHVVHG��7KRXJK�LWVHOI�LGHRORJLFDOO\�EDUUHQ�DQG�SROLWLFDOO\�IXWLOH��LW�PLJKW�
VHUYH�DV�DQ�DGGLWLRQDO�VSXU�WR�VRFLDO�FKDQJH��DFFHOHUDWLQJ�VRPH�UHIRUPV��,I�LW�GRHV��HYHQ�WKRXJK�WKH�1HZ�/HIW�
LWVHOI�GLVDSSHDUV��LWV�IXQFWLRQ�LQ�WKH�WKLUG�$PHULFDQ�UHYROXWLRQ�ZLOO�KDYH�EHHQ�SRVLWLYH��LI�QRW��LW�ZLOO�KDYH�EHHQ�D�
FDWDO\VW�IRU�D�PRUH�UHDFWLRQDU\�VRFLDO�UHVSRQVH�WR�WKH�QHZ�GLOHPPDV��

7KH�DQDUFKLVWLF�HOHPHQW�LQ�WKH�1HZ�/HIW�KDV�RIWHQ�EHHQ�QRWHG��/HVV�DWWHQWLRQ�KDV�EHHQ�SDLG�WR�LWV�
WRWDOLWDULDQ�SUHGLVSRVLWLRQ��<HW�ERWK�HOHPHQWV�DUH�LQIOXHQWLDO�LQ�WKH�1HZ�/HIW
V�EHKDYLRU�DQG�PRRG��'HVSLWH�WKH�
GHPRFUDWLF�UKHWRULF�DQG�SURFODLPHG�FRQFHUQ�ZLWK�HTXDOLW\��WKH�GHPDQGV�RI�WKH�1HZ�/HIW²LQ�WKH�SHUFHSWLYH�
ZRUGV�RI�D�V\PSDWKHWLF�REVHUYHU²KDYH�EHHQ��IXQGDPHQWDOO\�HOLWLVW�DQG�DULVWRFUDWLF��DQG�VKRXOG�EH�IUDQNO\�IDFHG�
DV�VXFK������,WV�PHPEHUVKLS��LQ�WHUPV�RI�ERWK�VRFLDO�FRPSRVLWLRQ�DQG�SV\FKRORJLFDO�PDNH�XS��LV�UHPDUNDEO\�
DQDORJRXV�WR�WKDW�RI�(XURSHDQ�JURXSV�ZKLFK��LQ�UHVSRQVH�WR�RYHUZKHOPLQJ�FRPSOH[LW\�DQG�WLPHV�RI�VWUHVV��
JUDYLWDWHG�WRZDUG�WRWDOLWDULDQ�PRYHPHQWV��,Q�(XURSH�VXFK�JURXSV�ZHUH�UHFUXLWHG�IURP�DPRQJ�PDUJLQDO�PHPEHUV�
RI�WKH�PLGGOH�FODVV��WKH�XQDIILOLDWHG�LQWHOOHFWXDOV��QHZ�DQG�UHFHQWO\�XSURRWHG�SUROHWDULDQV��DQG�VRPH�RI�WKH�PRUH�

�²:H�ZLOO�SURWHFW�DQG�H[SDQG�RXU�GUXJ�FXOWXUH��
�²:H�ZLOO�EUHDN�WKH�SRZHU�RI�WKH�ODQGORUGV�DQG�SURYLGH�EHDXWLIXO�KRXVLQJ�IRU�HYHU\RQH��
�²:H�ZLOO�WD[�WKH�FRUSRUDWLRQV��QRW�WKH�ZRUNLQJ�SHRSOH��
��²:H�ZLOO�GHIHQG�RXUVHOYHV�DJDLQVW�ODZ�DQG�RUGHU��
��²:H�ZLOO�FUHDWH�D�VRXOIXO�VRFLDOLVP�LQ�%HUNHOH\��
��²:H�ZLOO�FUHDWH�D�SHRSOH
V�JRYHUQPHQW��
��²:H�ZLOO�XQLWH�ZLWK�RWKHU�PRYHPHQWV�WKURXJKRXW�WKH�ZRUOG�WR�GHVWUR\�WKLV�UDFLVW�FDSLWDOLVW�LPSHULDOLVW�V\VWHP���
�.HQQHWK�.HQLVWRQ��WKRXJK�VXJJHVWLQJ�WKDW�\RXWK�UHDOO\�LV�VKDSLQJ�WKH�IXWXUH��KDV�FKDUDFWHULVWLFDOO\�QRW�LQGLFDWHG�KRZ�LW�LV�VKDSLQJ�LW��DQG�
WKXV�DSSHDUV�WR�WDNH�WKHLU�UKHWRULF�IRU�UHDOLW\���6HH�KLV�DUWLFOH��<RX�KDYH�WR�*URZ�8S�LQ�6FDUVGDOH WR�.QRZ�+RZ�%DG�7KLQJV�%HDOO\�$UH���7KH�
1HZ�<RUN�7LPHV�0DJD]LQH� $SULO����������������7KH�VDPH�LV��ODUJHO\�WUXH��RI�5RV]DN��
.HQLVWRQ��PRUHRYHU��VHHPV�WR�EH�H[FHVVLYHO\�LQIOXHQFHG�E\�SUHYDLOLQJ�PRRGV��7KXV�LQ������KH�ZURWH�WKDW��WKH�GULIW�RI�$PHULFDQ�\RXWK� ,�
KDYH�DUJXHG��LV�DZD\�IURP�SXEOLF�LQYROYHPHQWV�DQG�VRFLDO�UHVSRQVLELOLWLHV�DQG�WRZDUG�D�ZRUOG�RI�SULYDWH�DQG�SHUVRQDO�VDWLVIDFWLRQV��������7KH\�
ZLOO�DVVXUH�D�KLJKO\�VWDEOH�SROLWLFDO�DQG�VRFLDO�RUGHU��IRU�IHZ�RI�WKHP�ZLOO�EH�HQRXJK�FRPPLWWHG�WR�SROLWLFV�WR�FRQVLGHU�UHYROXWLRQ��VXEYHUVLRQ��
RU�HYHQ�UDGLFDO�FKDQJH����������6RFLDO�&KDQJH�DQG�<RXWK�LQ�$PHULFD���LQ 7KH�&KDOOHQJH�RI�<RXWK� (ULF�+��(ULNVRQ��HG���1HZ�<RUN��������S��
������
�� )RU�VRPH�WKH�VH[XDO�UHYROXWLRQ�DOVR�EHFDPH�D�SDUWLDO�VXEVWLWXWH�IRU�SROLWLFDO�DFWLRQ��:LWK�SROLWLFDO�LQVWLWXWLRQV�WRR�GLIILFXOW�WR�WDFNOH��VRFLDO�
FRQYHQWLRQV�DQG�WKH�XQLYHUVLWLHV�EHFDPH�FRQYHQLHQW�WDUJHWV�JXDUDQWHHG�WR�JDLQ�WKH�GHVLUHG�PDVV�PHGLD�FRYHUDJH��$V�RQH�DFWUHVV�H[SODLQHG�
WKH�SROLWLFDO�VLJQLILFDQFH�RI�QXGLVP�LQ�D�VWDWHPHQW�WR 7KH�1HZ�<RUN�7LPHV��
�,�FRQVLGHUHG��DQG�VWLOO�GR��WKH�QDNHG�KXPDQ�ERG\�WKH�KHLJKW�RI�EHDXW\��LQQRFHQFH�DQG�WUXWK��,�ZLVKHG�WR�RSSRVH�P\�QDNHGQHVV�WR�WKH�LQWLPDWH�
UHDOLVP�RI�9LHWQDP��LQ�LWVHOI�RQO\�V\PSWRPDWLF�RI�WKH�FRUUXSWLRQV�DQG�K\SRFULVLHV�RI�RXU�WLPH��7KH�QXGH�ERG\�RQ�VWDJH�ZDV�WKH�7UXWK��
9LHWQDP��WKH�/LH��
�9LHWQDP��&KLFDJR��DQG�%HUNHOH\�PDGH�PH�UHDOL]H�WKDW�P\�ERG\�FRXOG�QRW�EH�P\�RZQ�
SURSHUW\
�DQ\�ORQJHU��DQG�WKDW�WUXVW�DQG�YXOQHUDELOLW\�
ZHUH�RXU�RQO\�VDOYDWLRQ��,�ZLVKHG�WR�VD\�WKDW��LQ�UHDFKLQJ�WKH�QDWXUDO�HQG�RI�WKHLU�HPDQFLSDWLRQ��ZRPHQ�RI�P\�JHQHUDWLRQ�FDQ�QR�ORQJHU�
FRQVLGHU�WKHPVHOYHV�DV�
SURSHUW\�
��
$�UHVSRQVH�E\�D�EODFN�DFWUHVV��DVNHG�WR�FRPPHQW�RQ�WKH�VDPH�VXEMHFW��ZDV�PXFK�PRUH�WR�WKH�SRLQW��
�7KLV�SUHRFFXSDWLRQ�ZLWK�QXGLW\�XQGHU�WKH�JXLVH�RI�
VH[XDO�OLEHUDWLRQ
�LV�D�ZKLWH�KDQJ�XS��7RR�PDQ\�ZKLWH�
DUWLVWV
�DUH�FRQVWDQWO\�PDNLQJ�D�
SUHWHQVH�RI�FRPLQJ�XS�ZLWK�QHZ�IRUPV��QHZ�LGHDV��DQG�H[SHULPHQWV��7KLV�LV�GXH�WR�WKH�IDFW�WKDW�WKH\�DUH�EDQNUXSW�ZKHQ�LW�FRPHV�WR�WKH�
WRUPHQWLQJ�EXVLQHVV�RI�DUWLVWLF�FUHDWLRQ�RXW�RI�WKH�KXPDQ�FRQGLWLRQ�DV�LW�LV��7KLV�WDVN�LV�PXFK�PRUH�GLIILFXOW�WR�FRQIURQW��
�$Q\�HQGHDYRU�ZKLFK�HPSOR\V�WKH�EODWDQW�DQG�DJJUHVVLYH�GLVSOD\�RI�ERGLO\�QDNHGQHVV�LQ�WKH�JODUH�RI�SXEOLF�YR\HXULVP��DOO�XQGHU�WKH�ODEHO�RI�
DUWLVWLF�PHULW��LV QRW�RQH�VWHS�DERYH�WKRVH�JLUOLH�PDJD]LQH�VWRUHV�DQG�PRYLH�KRXVHV�RQ���QG�6WUHHW��,W�LV�ZKDW�LW�KDV�DOZD\V�EHHQ��SRUQRJUDSK\�
IRU�WKULOO�VHHNLQJ�FRQVXPHUV��)RU�WKH�DFWRU��WKLV�LV�QRWKLQJ�VKRUW�RI�GHELOLWDWLQJ�DQG�H[KDXVWLQJ�WR�KLV�DUWLVWLF�LQGLYLGXDOLW\��
�$QG�DV�IRU�OLEHUDWLRQ��VH[XDO�RU�RWKHUZLVH��,�DV�D�EODFN�SHUVRQ�DP�FRQFHUQHG�ZLWK�EXW�RQO\�RQH�OLEHUDWLRQ��DQG�WKDW�LV�WKH�WRWDO�OLEHUDWLRQ�RI�DOO�
EODFN�SHRSOH��7KLV�LV�D UHDOLW\�ZKLFK�LV�TXLWH QDNHG� �6DOO\�.LUNODQG�DQG�-XG\$QQ�(OGHU��UHVSHFWLYHO\��DV�TXRWHG�LQ 7KH�1HZ�<RUN�7LPHV��
-XQH�����������



�������

LVRODWHG�WUDGH�XQLRQLVWV�����,Q�$PHULFD��JLYHQ�WKH�QHZ�IRUFHV�VKDSLQJ�LWV�VRFLHW\��PHPEHUV�KDYH�WR�D�JUHDWHU�H[WHQW�
EHHQ�GUDZQ�IURP�DPRQJ�XQDIILOLDWHG�LQWHOOHFWXDOV��VWXGHQWV²ZKR�LQ�HIIHFW�IRUP�D�QHZ FODVV²DQG�VRPH�
PHPEHUV�RI�WKH�PLGGOH�FODVV��DOO�RI�ZKRP��XQOLNH�WKHLU�(XURSHDQ�FRXQWHUSDUWV��DUH�UHVSRQGLQJ�OHVV�WR�HFRQRPLF�
DQG�PRUH�WR�SV\FKRORJLFDO�DQ[LHWLHV��7KHVH�HOHPHQWV�DUH�XQLWHG�E\�WKHLU�SURFOLYLW\�IRU�WRWDO�VROXWLRQV�DQG�WKHLU�
ERUHGRP�RU�LPSDWLHQFH�ZLWK�LQFUHPHQWDO�FKDQJH��

7KH�VWURQJ�WRWDOLWDULDQ�WHQGHQFLHV�RI�WKH�1HZ�/HIW�DUH�HYLGHQW�IURP LWV�FRQGXFW�DQG�SUHVFULSWLRQV���<HW�LW�
PRUH�DFFXUDWHO\�ZDUUDQWV�WKH�WHUP��QHR�WRWDOLWDULDQ���EHFDXVH�LW�KDV�ODUJHO\�IDLOHG�WR�IRUJH�VXIILFLHQW�XQLW\�WR�
HPHUJH�DV�D�UHODWLYHO\�GLVFLSOLQHG��RUJDQL]HG�WRWDOLWDULDQ�PRYHPHQW��,WV�WRWDOLWDULDQ�PRRG�DQG�DVSLUDWLRQV�KDYH�
QRW�\HW�EHHQ�PDWFKHG�E\�WRWDOLWDULDQ�RUJDQL]DWLRQ��HYHQ�WKRXJK�WKH�ELWWHU�LQWHUQDO�IDFWLRQDO�FRQIOLFWV�DQG�PXWXDO�
H[SXOVLRQV�DUH�VWURQJO\�UHPLQLVFHQW�RI�HDUOLHU�GRJPDWLF�PRYHPHQWV��

0RUHRYHU��WKH�VKDUS�HGJH�RI�WKH�1HZ�/HIW
V�LQWHOOHFWXDO²DQG�VRPHWLPHV�HYHQ�SK\VLFDO²DWWDFNV�KDV�
EHHQ�DLPHG�DW�WKRVH�$PHULFDQ�LQVWLWXWLRQV�ZKRVH�QRUPDO�RSHUDWLRQ�UHOLHV�PRVW�RQ�UHDVRQ�DQG�QRQYLROHQFH��7KH�
XQLYHUVLW\��D�SHFXOLDUO\�GHIHQVHOHVV�DQG�YXOQHUDEOH�VRFLDO�LQVWLWXWLRQ²DQG�LQ�$PHULFD�WKH�SULQFLSDO�KDYHQ�IRU�
OLEHUDO�WKRXJKW²KDV�EHHQ�D�SULPDU\�WDUJHW�EHFDXVH�LW�RIIHUV�WKH�JUHDWHVW�FKDQFH�IRU�VXFFHVV�ZLWK�WKH�OHDVW�DPRXQW�
RI�ULVN��0RUH�JHQHUDOO\��OHDGLQJ�1HZ�/HIW�VSRNHVPHQ�KDYH�EHHQ�FRQWHPSWXRXV�RI�IUHH�VSHHFK��GHPRFUDWLF�
SURFHGXUHV��DQG�PDMRULW\�UXOH��7KH\�KDYH�OHIW�OLWWOH�URRP�IRU�GRXEW�DV�WR�KRZ�WKH\�ZRXOG�KDQGOH�WKHLU�FULWLFV�LI�WKH�
1HZ�/HIW�ZHUH�HYHU�WR�JDLQ�SRZHU��

7KRXJK�WKH\�VHHPLQJO\�FRQIOLFW� WKH�DQDUFKLVWLF�DQG�WKH�WRWDOLWDULDQ�VWUDQGV�RI�WKH�1HZ�/HIW�KDYH�EHHQ�
PXWXDOO\�UHLQIRUFLQJ��7KH�DQDUFKLVWLF�FRPSRQHQW�LV�LQ�WXQH�ZLWK�WKH�XQFHUWDLQWLHV�FRQQHFWHG�ZLWK�WKH�UDSLG�DQG�
EDIIOLQJ�SDFH�RI�FKDQJH��WKH�WRWDOLWDULDQ�FRPSRQHQW��GHULYHG�IURP�WKH�0DQLFKDHDQ�VHQVH�RI�DEVROXWH�VHOI��
ULJKWHRXVQHVV��SURYLGHV�D�VHFXUH�SRLQW�RI�GHSDUWXUH�IRU�FRQIURQWLQJ�WKDW�FKDQJH��,W�VKRXOG�EH�UHPHPEHUHG��
PRUHRYHU��WKDW�WRWDOLWDULDQLVP�UDUHO\�SURFODLPV�LWVHOI�LQ�DGYDQFH��LW�HPHUJHV�WKURXJK�SUDFWLFH��6LQFH�WKH�)UHQFK�
5HYROXWLRQ��WKH�RYHU�DOO�SROLWLFDO�VW\OH�RI�WKH�:HVWHUQ�ZRUOG�KDV�FDOOHG�IRU�UHOLDQFH�RQ�VORJDQV�H[SUHVVLQJ�
GHYRWLRQ�WR�IUHHGRP�DQG�HTXDOLW\��(YHQ�IDVFLVP�FODLPHG�WKDW�LWV�GLVFLSOLQH�PDGH�PHQ�IUHH��7KH�UDGLFDO�OHIW�KDV�
EHHQ�VKULOO�LQ�SURFODLPLQJ�LWV�FRPPLWPHQW�WR�WUXH�GHPRFUDF\��EXW�WKH�UHDO�WHVW�RI�GHPRFUDF\�LV�QRW�XOWLPDWH�JRDOV�
EXW�WKH�SURFHGXUHV�XVHG�LQ�DWWDLQLQJ�WKHP��

1HZ�/HIW�PLOLWDQWV�KDYH�WKXV�WKUHDWHQHG�$PHULFDQ�OLEHUDOLVP�LQ�D�PDQQHU�UHPLQLVFHQW�RI�WKH�KDUP�GRQH�
WR�GHPRFUDWLF�$PHULFDQ�FRQVHUYDWLVP�DQG�OLEHUDO�DQWLFRPPXQLVP�E\�WKH�0F&DUWK\�SKHQRPHQRQ�RI�WKH�����V��
7KH�1HZ�/HIW�KDV�MHRSDUGL]HG�$PHULFDQ�VRFLDO�SURJUHVV�E\�SURYLGLQJ�D�FRQYHQLHQW�UDWLRQDOL]DWLRQ�IRU�WKH�PRUH�
FRQVHUYDWLYH�VRFLDO�DWWLWXGHV��%H\RQG�WKLV��LW�KDV�EURXJKW�WR�WKH�VXUIDFH�DQG�LQWHQVLILHG²EXW�QRW�FDXVHG²WKH�
FXUUHQW�FULVLV�RI�$PHULFDQ�OLEHUDOLVP��7KDW�KDV�SHUKDSV�EHHQ�WKH�PRVW�VLJQLILFDQW�SROLWLFDO�UHVXOW�RI�WKH�1HZ�
/HIW
V�QHR�WRWDOLWDULDQ�UHDFWLRQ�WR�WKH�WKLUG�$PHULFDQ�UHYROXWLRQ��

���7KH�&ULVLV�RI�/LEHUDOLVP�
7R�D�JUHDW�H[WHQW��PRGHUQ�$PHULFDQ�OLEHUDOLVP�KDV�LWVHOI�WR�EODPH�IRU�LWV�SUHVHQW�FULVLV��/RQJ�WKH�DOPRVW�

H[FOXVLYH�SKLORVRSK\�RI�LQGXVWULDO�$PHULFD���� OLEHUDOLVP�KDV�QRW�RQO\�GRPLQDWHG�WKH�SROLWLFDO�GLVFRXUVH�RI�WKH�
FRXQWU\�EXW�ODWHO\�KDV�EHHQ�ILUPO\�HQVFRQFHG�LQ�WKH�VHDW�RI�SRZHU��IURP�ZKLFK�LW�KDV�FRQIURQWHG�WKH�HQWUHQFKHG�
EXW�ODUJHO\�GHIHQVLYH�FRQJUHVVLRQDO�UXUDO�FRQVHUYDWLYH�IRUFHV��6ZHSW�RXW�RI�RIILFH�LQ�������WKH�5HSXEOLFDQ�3DUW\�
QHHGHG�WKLUW\�VL[�\HDUV��D�ZRUOG�ZDU��WZR�$VLDQ�ZDUV��DQG�GRPHVWLF�UDFLDO�VRFLDO�XQUHVW�LQ�RUGHU�WR�UHJDLQ�WKH�
:KLWH�+RXVH���(LVHQKRZHU
V�YLFWRU\�LQ������ZDV�D�SHUVRQDO�WULXPSK��QRW�D�SDUW\�RQH��KH�ZRXOG�DOVR�KDYH�ZRQ�DV�
D�'HPRFUDWLF�FDQGLGDWH���<HW�HYHQ�WKHQ�WKH�5HSXEOLFDQ�3DUW\�GLG�VR�OHVV�E\�RIIHULQJ�DQ�DOWHUQDWLYH�SROLWLFDO�
SKLORVRSK\ WKDQ�E\�FDSLWDOL]LQJ�RQ�WKH�GLYLVLRQV�ZLWKLQ�$PHULFDQ�OLEHUDOLVP�DQG�RQ�WKH�QDWLRQ
V�XQHDVLQHVV�ZLWK�
OLEHUDO�SUHVFULSWLRQV�DQG�VW\OH��

7KH�SUHVFULSWLRQV�DQG�VW\OH�ZHUH�RQFH�D�FUHDWLYH�DQG�KXPDQH�UHVSRQVH�WR�WKH�SUHVVXUHV�DQG�LQLTXLWLHV�RI�
LQGXVWULDO�FDSLWDOLVP��$ERXW�WKHVH�GLOHPPDV�$PHULFDQ�FRQVHUYDWLYHV�KDG�OLWWOH�WR�VD\��DQG�$PHULFDQ�
FRQVHUYDWLVP��SUHDFKLQJ�SXULWDQ�KRPLOLHV�DQG�H[WROOLQJ�WKH�YLUWXHV�RI�IUHH�HQWHUSULVH��GLG�QRW�VXFFHHG�LQ�PDNLQJ�D�
IXOO�DGMXVWPHQW�WR�WKH�LQGXVWULDO�DJH�RU�WR�WKH�PDVVLYH�VRFLDO�DQG�SROLWLFDO�DZDNHQLQJ�LW�SURPSWHG��7KLV�OHIW�WKH�
ILHOG�HLWKHU�WR�GRFWULQDLUH�UDGLFDOV��ZKR�ODUJHO\�GUHZ�RQ�(XURSHDQ�H[SHULHQFH��RU�WR�OLEHUDOV��ZKR�VRXJKW�WR�DGDSW�
WKH�LGHDOLVP�DQG�WKH�RSWLPLVP�RI�WKH�$PHULFDQ�WUDGLWLRQ�WR�WKH�QHZ�LQGXVWULDO�DJH��7KH�VXFFHVV�RI�WKH�OLEHUDOV�
SUHVHUYHG�$PHULFD
V�XQLTXHQHVV²DQG�WKLV�KDV�EHHQ�WKHLU�FURZQLQJ�DFKLHYHPHQW��:LWKRXW�WKH�OLEHUDO��$PHULFD�
PLJKW�ZHOO�KDYH�HLWKHU�GHFD\HG�HFRQRPLFDOO\�RU��SHUKDSV�HYHQ�PRUH�OLNHO\��IDOOHQ�YLFWLP�WR�DQ�DQWLGHPRFUDWLF�

�%\�QR�PHDQV�WKH�PRVW�JODULQJ�H[DPSOH�RI�WKH�ODWWHU�LV�WKH�H[SOLFLW�DGYRFDF\�RI�UHSUHVVLRQ�RI�YLHZV�GLYHUJHQW�IURP�WKRVH�DSSURYHG�E\�WKH�
1HZ�/HIW��6HH�5REHUW�:ROII��%DUULQJWRQ�0RRUH��-U���+HUEHUW�0DUFXVH� $�&ULWLTXH�RI�3XUH�7ROHUDQFH� %RVWRQ��������HVSHFLDOO\�SS����������
�� �)RU�DORQJ�ZLWK�LWV�DJUDULDQLVP�WKH�QHZ�QDWLRQ�ZDV�LPEXHG�ZLWK�OLEHUDOLVP��:KLJ�WR�WKH�ERQH��1HLWKHU�WKURQH�QRU�DOWDU��QRU��DERYH�DOO��
UHYHUHQFH�IRU�WKH�SDVW�H[LVWHG�DV�EDUULHUV�WR�WKH�QHZ�OHYHOLQJ�IRUFHV�XQOHDVKHG�E\�LQGXVWULDO�WHFKQRORJ\��
�7KH�SROLWLFDO�WXUQLQJ�SRLQW�ZDV�WKH�GHIHDW�RI�WKH�6RXWK�LQ�WKH�&LYLO�:DU��ZKLFK�HQGHG�IRUHYHU�DQ\�SRVVLELOLW\�RI�D�QDWLRQ�EDVHG�RQ�DJUDULDQ�
YDOXHV²�DQG��LQGHHG��GHVWUR\HG�IRUHYHU�WKH�SRVVLELOLW\�RI�D�FRQVHUYDWLVP�WKDW�ZDV�DQ\WKLQJ�RWKHU�WKDQ�LQWHOOHFWXDO�SUHFLRXVQHVV�RU�D�VKLHOG�IRU�
SDUWLFXODU�EXVLQHVV�LQWHUHVWV��%U\DQ
V�FRQVWLWXHQWV�LQ�WKH�FUXFLDO�HMHFWLRQ�RI������ZHUH�VPDOO�IDUPHU�FDSLWDOLVWV�ZKR�ZHUH�UHVHQWIXO�RI�WKHLU�
GLVDGYDQWDJHG�SRVLWLRQ�ZLWKLQ�WKH�V\VWHP�UDWKHU�WKDQ�RI�LQGXVWULDO�SURFHVVHV�DV�VXFK��:KHQ�LQ�WKH�����
V�D�JURXS�RI�VRXWKHUQ�ZULWHUV�
UHVSRQGHG�WR�WKH�$PHULFDQ�HFRQRPLF�FULVLV�DQG�WKH�DWWHQGDQW�FXOWXUDO�FULVLV�RI�LQGXVWULDO�FDSLWDOLVP�ZLWK�WKHLU�PDQLIHVWR ,
OO�7DNH�0\�6WDQG��
ORRNLQJ�WR�DJUDULDQLVP�DQG�UHMHFWLQJ�ERWK�VRFLDOLVP�DQG�LQGXVWULDO�FDSLWDOLVP�LQ�IDYRU�RI�VPDOO�SURSHUW\��WKH\�IRXQG�OLWWOH�UHVRQDQFH��
'L[LHODQG�UHDFWHG�WR�WKH�'HSUHVVLRQ�E\�VWDQGLQJ�LQ�WKH�YDQJXDUG�RI�WKRVH�VXSSRUWLQJ�WKH�VWDWH�FDSLWDOLVP�RI�WKH�1HZ�'HDO���9LFWRU�&��)HUNLVV��
7HFKQRORJLFDO�0DQ��7KH�0\WK�DQG�WKH�5HDOLW\� 1HZ�<RUN��������SS���������



�������

VRFLDO�DQG�SROLWLFDO�FULVLV��7KH�JHQLXV�RI�WKH�1HZ�'HDO�OLEHUDO�VROXWLRQ�ZDV�WR�IXVH�WKH�LQGLYLGXDOLVP�LQWULQVLF�LQ�
$PHULFDQ�KLVWRULFDO�H[SHULHQFH²DQ�LQGLYLGXDOLVP�WKDW�KDV�LQKHUHQWO\�UHLQIRUFHG�D�FRQVHUYDWLYH�UHOXFWDQFH�
WRZDUG�FROOHFWLYH�VRFLDO�DFWLRQ²ZLWK�D�VHQVH�RI�VRFLDO�UHVSRQVLELOLW\�DV�GHILQHG�WKURXJK�WKH�SROLWLFDO�SURFHVV��,Q�
VR�GRLQJ��$PHULFDQ�OLEHUDOV�LQLWLDOO\�DYRLGHG�WKH�GRJPDWLF�ULJLGLWLHV�RI�(XURSHDQ�VRFLDOLVWV��WKRXJK�WKH\�KDYH�
WHQGHG�WR�VKDUH�ZLWK�WKHP�WKH�LQFOLQDWLRQ�WR�UHO\�RQ�WKH�JRYHUQPHQW�DV�WKH�SULQFLSDO�LQVWUXPHQWDOLW\�IRU�VRFLDO�
UHIRUPV��7KLV�LQFOLQDWLRQ��SKLORVRSKLFDO�SUHIHUHQFH�DSDUW��ZDV�LQ�DQ\�FDVH�GLFWDWHG�E\�WKH�VLWXDWLRQ�SUHYDLOLQJ�LQ�
$PHULFD��WKH�QDWLRQDO�JRYHUQPHQW�ZDV�WKH�RQO\�LQVWUXPHQW�WKDW�ZDV�UHODWLYHO\�UHVSRQVLYH�WR�WKH�GHPRFUDWLF�
SURFHVV��WKDW�FRXOG�EH�XVHG�WR�H[SUHVV�DQG�IXOILOO�WKH�ZHOIDUH�QHHGV�RI�WKH�PDVVHV��WKDW�FRXOG�EOXQW�WKH�VKDUS�HGJH�
RI�HFRQRPLF�DQG�VRFLDO�LQHTXDOLW\��

7KH�/LEHUDO�-DQXV�
,Q�WKH�SURFHVV��KRZHYHU��WKH�$PHULFDQ�OLEHUDO�EHFDPH�LQFUHDVLQJO\�D�VWDWLVW�HVWDEOLVKPHQWDULDQ��

FRQILGHQW�RI�KLV�SUHVFULSWLRQV�DQG�FRQYLQFHG�WKDW�KH�KDG�GLVFRYHUHG�WKH�ZD\�WR�PDQDJH�VRFLDO�FKDQJH��,QGHHG��WKH�
$PHULFDQ�OLEHUDO�EHFDPH�D�-DQXV�OLNH�FUHDWXUH��JUDGXDOO\�DFTXLULQJ�WZR�IDFHV��7KH�UHODWLYHO\�SUDJPDWLF�OLEHUDO�
ZKR�ZDV�URRWHG�LQ�WKH�$PHULFDQ�GHPRFUDWLF�WUDGLWLRQ�DQG�ZKRVH�VRFLDO�YDOXHV�SURYLGHG�WKH�EURDG�IUDPHZRUN�IRU�
D�QRQGRJ�PDWLF�DSSURDFK�WR�SUREOHP�VROYLQJ�FDPH�WR�EH�PDWFKHG�E\�D�PRUH�LGHRORJLFDO��HYHQWXDOO\�PRUH�
GRJPDWLF�OLEHUDO��ZKR�ZDV�LQFUHDVLQJO\�LQFOLQHG�WRZDUG�DEVWUDFW�VRFLDO�HQJLQHHULQJ��SURQH�WR�GUDZ�KLV�LQWHOOHFWXDO�
LQVSLUDWLRQ�IURP�(XURSHDQ�OHIW�UDGLFDOLVP��LGHRORJLFDOO\�KRVWLOH�WR�WKH�EXVLQHVV�FRPPXQLW\��DQG�UDWKHU�LPSDWLHQW�
ZLWK�WKH�QRQLGHRORJLFDO��H[SHGLHQW��DWWLWXGH�RI�WKH�SUDJPDWLF�OLEHUDO�SRZHU�SUDFWLWLRQHU��7KH�HPHUJHQFH�RI�WKH�
VHFRQG�OLEHUDO�ZDV�FORVHO\�OLQNHG�ZLWK�WKH�JURZWK�LQ�SUHVWLJH�DQG�LQIOXHQFH�RI�WKH�$PHULFDQ�LQWHOOHFWXDO�
FRPPXQLW\�DIWHU�:RUOG�:DU�,,��,QFUHDVLQJO\��LW�ZDV�WKLV�PRUH�GRFWULQDLUH�OLEHUDO�ZKR�VHW�WKH�WRQH�DQG�ZKR�
GRPLQDWHG�$PHULFDQ�OLEHUDOLVP��WKRXJK�KH�ZDV�VWLOO�XQDEOH�GXULQJ�WKH�����V�WR�JDLQ�IXOO�FRQWURO�RI�WKH�
'HPRFUDWLF�3DUW\��

7KH�DFFHVVLRQ�RI�WKH�GRFWULQDLUH�OLEHUDO�WR�SURPLQHQFH�DQG�SROLWLFDO�LQIOXHQFH��LI�QRW�WR�SRZHU²D�
GHYHORSPHQW�ZKLFK�FRLQFLGHG�ZLWK�WKH�LQWHQVLI\LQJ�VWUHVVHV�LQ�WKH�$PHULFDQ�VRFLHW\²KDG�PXFK�WR�GR�ZLWK�D�
VXEWOH�EXW�LPSRUWDQW�FKDQJH�RI�WRQH�LQ�WKH�OLEHUDO�GLVFRXUVH��%RWK�WKH�SURFHGXUDO�HOHPHQWV�URRWHG�LQ�OLEHUDO�
GHPRFUDF\
V�DWWDFKPHQW�WR�OHJDO�RUGHU�DQG�WKH�SDWULRWLF�SULGH�LQ�$PHULFD
V�FRQVWLWXWLRQDO�DFKLHYHPHQWV�WHQGHG�WR�
EH�GRZQJUDGHG�LQ�IDYRU�RI�JUHDWHU�HPSKDVLV�RQ�UDSLG�VRFLDO�FKDQJH��RQ�UHVWUXFWXULQJ�HFRQRPLF�UHODWLRQV��DQG�RQ�
D�PRUH�JHQHUDO�DQG�KLJKO\�FULWLFDO�UHDSSUDLVDO�RI�WKH�$PHULFDQ�WUDGLWLRQ��

7KH�GRFWULQDLUH�OLEHUDO��PRUHRYHU��ZDV�QRW�LQQRFHQW�RI�WKH VLQ�RI�LQWHOOHFWXDO�DUURJDQFH�����6LQFH�QHLWKHU�
WKH�FRQVHUYDWLYH�QRU�WKH�FRPPXQLVW�ZDV�DEOH�WR�PDWFK�KLV�VRFLDO�VXFFHVV��KLV�VHOI�FRQILGHQFH�JUDGXDOO\�
GHYHORSHG�LQWR�DUURJDQFH��RIWHQ�H[SUHVVHG�E\�DQ�LQWROHUDQFH�RI�FULWLFV�DQG�DQ�LQFOLQDWLRQ�WR�ODEHO�DV�UHDFWLRQDULHV�
DOO�ZKR�GHYLDWHG�IURP�WKH�OLEHUDO�QRUP�DV�KH�KLPVHOI�GHILQHG�LW��7KLV�LQFOLQDWLRQ�EHFDPH�PRVW�PDUNHG�LQ�WKH�
DFDGHPLF�ZRUOG��DQ�HQYLURQPHQW�LQFUHDVLQJO\�GRPLQDWHG�E\�OLEHUDO�LQWHOOHFWXDOV�����ZKR�ZHUH�PRUH�LQFOLQHG�WKDQ�
WKH�OLEHUDO�SRZHU�SUDFWLWLRQHUV�WR�FRQFHSWXDOL]H�VWDWLVW�OLEHUDOLVP�DQG�WR�H[FRPPXQLFDWH�GHYLDQWV��$V�D�UHVXOW��D�
KXPDQH�DQG�FUHDWLYH�FUHHG�JUDGXDOO\�DFTXLUHG�RYHUWRQHV�RI�GRPLQDQW�RUWKRGR[\��

7KLV�PDGH�LW�PRUH�GLIILFXOW�HLWKHU�WR�SHUFHLYH�RU�WR�UHVSRQG�WR�QHZ�DQG�XQXVXDO�FLUFXPVWDQFHV��7KH�
$PHULFDQ�OLEHUDO�DSSURDFKHG�WKH�GLOHPPDV�SRVHG�E\�WKH�WKLUG�$PHULFDQ�UHYROXWLRQ�ZLWK�D�1HZ�'HDO�VWUDWHJ\�
WULHG�DQG�WHVWHG�GXULQJ�WKH�UHFHQW�LQGXVWULDO�FDSLWDOLVW�FULVLV��7KHUH�ZDV�OLWWOH�LQ�WKH�GRFWULQDLUH�OLEHUDO�DQDO\VLV�RI�
WKH�SUREOHPV�IDFLQJ�WKH�8QLWHG�6WDWHV�LQ�WKH�����V�WKDW�GHSDUWHG�IURP�WKH�SULQFLSOHV�DQG�UHPHGLHV�GHYHORSHG�LQ�
WKH�SUHFHGLQJ�GHFDGHV��WKHUH�ZDV�OLWWOH�UHFRJQLWLRQ�RI�WKH�JURZLQJ�UHVSRQVLYHQHVV�WR�VRFLDO�SUREOHPV�RI�VRFLHWDO�
LQVWLWXWLRQV�DQG�RUJDQL]DWLRQV�RWKHU�WKDQ�WKH�IHGHUDO�JRYHUQPHQW��

0RUHRYHU��WKH�GRFWULQDLUH�OLEHUDOV�ZHUH�E\�DQG�ODUJH�ODWH�LQ UHFRJQL]LQJ�WKH�DQWLGHPRFUDWLF�DQG�
DQWLOLEHUDO�FKDUDFWHU�RI�WKH�1HZ�/HIW��9DULRXV�IDFWRUV�SOD\HG�D�UROH�KHUH��QRW�WKH�OHDVW�RI�ZKLFK�ZDV�WKDW�LQ�WKH�
SDVW�VRPH�RI�WKHP�KDG�IOLUWHG�ZLWK�FRPPXQLVP��7KRXJK�6WDOLQLVP�KDG�HYHQWXDOO\�GLVHQFKDQWHG�PRVW�RI�WKHP��
WKH�IHDU�RI�EHLQJ��RXWIODQNHG�RQ�WKH�OHIW��UHPDLQHG�D�VWURQJ�UHIOH[��ZKLOH�WKH�FUXGLWLHV�RI�0F&DUWK\LVP�KDG�PDGH�
DQUW�DQWLFRP�PXQLVP�KLJKO\�IDVKLRQDEOH��VRFLDOO\�DFFHSWDEOH��DQG�SROLWLFDOO\�OHVV�ULVN\�WKDQ�IHOORZ�WUDYHOLQJ��
7KXV�PDQ\�GRFWULQDLUH�OLEHUDOV² XQOLNH�WKHLU�SUDJPDWLF�SROLWLFDO�FRXQWHUSDUWV��ZKR�ZHUH�PRUH�LQ�WXQH�ZLWK�WKH�
PRRG�RI�WKH�HOHFWRUDWH²UHVSRQGHG�WR�WKH�IDFW�WKDW�WKH�VORJDQV�YRLFHG�E\�WKH�1HZ�/HIW�VRXQGHG GHPRFUDWLF��WKHLU�
XQGHPRFUDWLF�SURFHGXUHV�ZHUH�H[FXVHG�DV�H[DPSOHV�RI�\RXWKIXO�H[XEHUDQFH�DQG�DGPLUDEOH�LGHDOLVP��

7KH�GRZQJUDGLQJ�RI�RUGHUO\�OHJDO�SURFHGXUH��RQ�WKH�JURXQG�WKDW�LW�KDG�EHFRPH�D�EXWWUHVV�RI�
FRQVHUYDWLYH�LQVWLWXWLRQV��FRQWULEXWHG�GLUHFWO\�WR�WKH�FULVLV�RI�OHJLWLPDF\�RI�WKH�$PHULFDQ�V\VWHP��7KLV�FULVLV�LV�
FOHDUO\�OLQNHG�ZLWK�WKH�XQZLOOLQJQHVV�RI�D�PDMRU�VHFWRU�RI�WKH�GRPLQDQW�OLEHUDO�FRPPXQLW\�WR�LQVLVW�RQ�OHJDO�
SURFHGXUHV��7KH�DPELYDOHQFH�RI�VR�PDQ\�SURPLQHQW�OLEHUDOV� DQG�WKHLU�LQFOLQDWLRQ�WR�UDWLRQDOL]H�DEXVHV�E\�
PLOLWDQWV²UHIOHFWLQJ�LQ�SDUW�WKHLU�KLJKO\�SHUPLVVLYH�HGXFDWLRQDO�FRQFHSWV²FRQYH\HG�WKH�ZHDNHQLQJ�OLEHUDO�
FRPPLWPHQW�WR�ZKDW�KDV�WUDGLWLRQDOO\�EHHQ�D�YLWDO�LQJUHGLHQW�RI�GHPRFUDF\��UHVSHFW�IRU�PDMRULW\�UXOH�DV�
H[SUHVVHG�E\�HVWDEOLVKHG�GHPRFUDWLF�SURFHGXUHV��

7KH�3ULFH�RI�9LFWRULRXV�6NHSWLFLVP�
7KLV�FULVLV�RI�OLEHUDO�YDOXHV��DQG�WKH�1HZ�/HIW�TXLWH�DFFXUDWHO\�GLDJQRVHG�LW�DV�VXFK�DQG�WKHUHE\�JDLQHG�

FRQILGHQFH�LQ�LWV�DWWDFN�RQ�OLEHUDO�GHPRFUDF\��LV�LQ�WXUQ�UHODWHG�WR�PRUH�EDVLF�FDXVHV��/LEHUDOLVP�ZDV�LQLWLDOO\�QRW



�������

RQO\�DQ�H[SUHVVLRQ�RI�D�UHOHYDQW��PRGHUQ��DQG�KXPDQH�UHVSRQVH�WR�WKH�FRQGLWLRQV�FUHDWHG�E\�LQGXVWULDOLVP�EXW�
DOVR�DQ�DWWDFN�RQ�WKH�WKHQ�SUHYDLOLQJ�RUWKRGR[LHV��7KHVH�RUWKRGR[LHV��URRWHG�LQ�WKH�WUDGLWLRQDO�VRFLHW\��ZHUH�D�
EOHQG�RI�UHOLJLRXV�YLHZV�DQG�FRQVHUYDWLYH LQVWLQFWV�UHLQIRUFHG�E\��DQG�UHLQIRUFLQJ��HVWDEOLVKHG�FKXUFK�DQG�UXUDO��
DULVWRFUDWLF�LQVWLWXWLRQV��

7KH�OLEHUDO�DWWDFN�RQ�WKHVH�GHHSO\�LQJUDLQHG�RUWKRGR[LHV�DQG�EHOLHIV�ZDV�SDUW�RI�WKH�HPHUJLQJ�PRRG�RI�
UDWLRQDOLVP�DQG�VNHSWLFLVP��7KLV�PRRG�ZDV�UHPDUNDEO\�ZHOO�VXLWHG�WR�WKH�QHHGV�RI�WKH�QHZ�LQGXVWULDO�DJH��
/LEHUDOV�UHIOHFWHG�WKH�VSLULW�RI�WKH�WLPHV�LQ�DWWDFNLQJ�LQVWLWXWLRQDOL]HG�UHOLJLRQ��WKH\�ZHUH�IDVKLRQDEOH�LQ�WKHLU�DQWL��
&DWKROLFLVP��WKH\�ZHUH�PRGHUQ�DQG�PRGHUQL]LQJ�LQ�DWWDFNLQJ�WKH�UXUDO�DULVWRFUDWLF�FRQFHSWV�RI�OLIH��7KH\�ZHUH�
DOVR�UHPDUNDEO\�VXFFHVVIXO��DQG�E\�WKH�PLG�WZHQWLHWK�FHQWXU\�WKH�8QLWHG�6WDWHV�KDG�EHFRPH�DQ�HVVHQWLDOO\�
VHFXODU�VRFLHW\��LWV�PDVV�PHGLD�DQG�LWV�HGXFDWLRQDO�V\VWHP�GRPLQDWHG²H[FHSW�IRU�SDURFKLDO�VFKRROV²E\�DQ�
HVVHQWLDOO\�UDWLRQDOLVW�DQG�VNHSWLFDO�SKLORVRSK\��

/LEHUDO�VXFFHVV�DOVR�PDUNHG�WKH�EHJLQQLQJ�RI�WKH�OLEHUDO�FULVLV��:LWK�VXFFHVV�FDPH�HYLGHQFH�WKDW�WKH�
8QLWHG�6WDWHV�ZDV�EHFRPLQJ�D�VRFLHW\�ZLWKRXW�DQ\�LQWHJUDWLQJ�YDOXHV�RU�LQWHJUDWLQJ�FXOWXUDO�LQVWLWXWLRQV��7KH�
PDVV�PHGLD�FRXOG�QRW�UHSODFH�UHOLJLRQ�DV�WKH�VRXUFH�RI�LQWHJUDWLRQ��VLQFH�WKHLU�RULHQWDWLRQ�ZDV�LWVHOI�GHYRLG�RI�
PRUH�IXQGDPHQWDO�FRQFHUQV��DQG�XQDOOR\HG�QDWLRQDOLVP�DORQH�ZDV�FOHDUO\�D�GDQJHU�WR�OLEHUDO�YDOXHV� 6NHSWLFLVP�
ZDV�VLPSO\�QRW�HQRXJK�ZKHQ�LW�HPHUJHG�DV�WKH�WULXPSKDQW�DQWLWKHVLV�RI�WUDGLWLRQDO�UHOLJLRQ��7KH�JUDYLWDWLRQ�RI�
VRPH�GRFWULQDLUH�OLEHUDOV�WRZDUG�WKH�UDGLFDO�OHIW�ZDV�KHQFH�DOVR�SDUWLDOO\�D�FRQVHTXHQFH�RI�WKHQ�VXFFHVV��
8QGHUVWDQGDEO\�XQDEOH�WR�WXUQ�WRZDUG�WKH�YDOXHV�WKH\�KDG�DOZD\V�FRPEDWHG��WKHVH�GRFWULQDLUH�OLEHUDOV�ZHUH�
DWWUDFWHG�WR�WKH�PRUH�LQWHQVHO\�KHOG�EHOLHIV�RI�WKH�UDGLFDO�OHIW��VLQFH�VXFK�EHOLHIV�ZHUH�VLPLODUO\�GHULYHG�IURP�D�
UHMHFWLRQ�RI�WKH�ROG��)RU�PRVW�OLEHUDOV��KRZHYHU��WKH�WXUQ�WR WKH�H[WUHPH�OHIW�ZDV�QRW�DQ�DFFHSWDEOH�VROXWLRQ��IRU�LW�
LQYROYHG�D�EHWUD\DO�RI�WKHLU�WUDGLWLRQDO�GHPRFUDWLF�LGHDOV��%XW�ZKDW��WKH\�ZHUH�IRUFHG�WR�DVN�WKHPVHOYHV��ZDV�WR�
EH�WKH�VXEVWDQFH�RI�D�YLFWRULRXV�VNHSWLFLVP"�

%HOLHI�LV�DQ�LPSRUWDQW�VRFLDO�FHPHQW��$�VRFLHW\�WKDW�GRHV�QRW�EHOLHYH�LQ�DQ\WKLQJ�LV�D�VRFLHW\�LQ�D�VWDWH�RI�
GLVVROXWLRQ��7KH�VKDULQJ�RI�FRPPRQ�DVSLUDWLRQV�DQG�D�XQLI\LQJ�IDLWK�LV�HVVHQWLDO�WR�FRPPXQLW\�OLIH��7KLV�LV�D�IDFW�
WKDW�WKH�FRQWHPSRUDU\�GRFWULQDLUH�DQG�VNHSWLFDO�OLEHUDO�LV�EHJLQQLQJ�WR�FRQIURQW��HVSHFLDOO\�DV�D�FRQVHTXHQFH�RI�
KLV�DPELYDOHQFH�LQ�GHIHQGLQJ�SURFHGXUDO�GHPRFUDF\��

,QGHHG��WKH�FKLHI�EHQHILFLDULHV�RI�WKLV�OLEHUDO�FRQIXVLRQ�KDYH�EHHQ�WKH�$PHULFDQ�FRQVHUYDWLYHV�ZKR��
WKRXJK�ODUJHO\�XQUHVSRQVLYH�WR�WKH�VRFLDO�GLOHPPDV�RI�FRQWHPSRUDU\�$PHULFD��KDYH�UHDSHG�SROLWLFDO�UHZDUGV�E\�
DGYRFDWLQJ�QDWLRQDOLVP��SULYDWH�SURSHUW\��DQG�FRQVWLWXWLRQDO�RUGHU��

)URP�WKH�VWDQGSRLQW�RI�WKH�OLEHUDO�ZKR�VHHV�KLPVHOI�DV�D�SURJUHVVLYH�IRUFH��EHOLHI�LV�QHFHVVDU\�WR�WKH�
HIIHFWLYH�VRFLDO�DVVLPLODWLRQ�RI�FKDQJH��7KH�VRFLDO�FRVWV�RI�WKH�DEVHQFH�RI�FRQYLFWLRQ�DQG�WKH�SDUDO\]LQJ�HIIHFWV�
RI�VNHSWLFLVP�DV�D�UXOLQJ�SULQFLSOH�KDYH�EHHQ�PRVW�JUDSKLFDOO\�VKRZQ�E\�WKH�OLEHUDO
V�DPELYDOHQW�UHVSRQVH�WR�WKH�
QHZ�EODFN�FKDOOHQJH��7KH�OLEHUDO�ZDV�LQ�WKH�IRUHIURQW�RI�WKH�VWUXJJOH�IRU�UDFLDO�HTXDOLW\�DV�ORQJ�DV�LW�ZDV�RSSRVHG�
E\�WKH�FRQVHUYDWLYHV��RQFH�WKH�FRQVHUYDWLYH�GDPV�KDG�FUXPEOHG�DQG�WKH�EODFN�HPHUJHG�ZLWK�GHPDQGV�WKDW�ZHUH�
QR�ORQJHU�GHILQHG�IRU�KLP�E\�WKH�ZKLWH�OLEHUDO��WKH�OLEHUDO�EHFDPH�EDIIOHG��7KLV�ZDV�WKH�FDVH�LQ�1HZ�<RUN�&LW\
V�
VWUXJJOH�RYHU�FRPPXQLW\�FRQWURO�RI�VFKRROV��DQG�LW�ZDV�DOVR�WKH�FDVH�DW�&RUQHOO�8QLYHUVLW\��ZKHUH�DUPHG�EODFN�
VWXGHQWV�SUHVHQWHG�WKHLU�GHPDQGV�LQ�WKH�IRUP�RI�DQ�XOWLPDWXP��$V�D�FRQVHTXHQFH��VRPH�OLEHUDOV�DSSHDUHG�WR�WXUQ�
FRQVHUYDWLYH��WKH\�UHMHFWHG�EODFN�GHPDQGV�IRU�VHSDUDWH�VRFLDO�LQVWLWXWLRQV��2WKHUV�WXUQHG�LQWR�XQGLIIHUHQWLDWHG�
FDSLWXODWRUV��WKH\�JUDQWHG�DOO�EODFN�GHPDQGV�LQ�DQ�DWWHPSW�WR�H[SLDWH�WKHLU�JXLOW�DV�ZKLWH�PHQ���

<HW�ZKDW�VRFLHW\�QHHGHG�PRVW�LQ�WKLV�WLPH�RI�WUDQVLWLRQ�ZDV�H[DFWO\�ZKDW�WKH�OLEHUDO²XQFHUWDLQ�RI�
KLPVHOI�EHFDXVH�KLV�WUDGLWLRQDO�HQHP\�ZDV�SURVWUDWH²IRXQG�PRVW�GLIILFXOW�WR�SURYLGH��D�GHILQLWLRQ�RI�KLV�
SULQFLSOHV��DQ�DIILUPDWLRQ�RI�KLV�FRQYLFWLRQV��DQG�D�ZLOOLQJQHVV�WR�DFW�RQ�KLV�GHYRWLRQ�WR�OLEHUDO�GHPRFUDF\��
$PHULFDQ�EODFNV�DOVR�QHHGHG�VXFK�D�UHVSRQVH�IURP�WKH�OLEHUDO��IRU�WKH�DVVLPLODWLRQ�RI�DQ\�HWKQLF�RU�UDFLDO�JURXS�
LQWR�VRFLHW\�UHTXLUHV�VWDEOH�LQVWLWXWLRQV�DQG�GHILQHG��WKRXJK�QRW�GRJPDWLF��YDOXHV��7KH�LQWHJUDWLRQ�RI�EODFNV��
GLIILFXOW�HQRXJK�XQGHU�PRVW�FLUFXPVWDQFHV��EHFRPHV�KRSHOHVV�LI�H[LVWLQJ�LQVWLWXWLRQV�DQG�YDOXHV�IDLO�WR�SURYLGH�D�
IUDPHZRUN�UHVLOLHQW�HQRXJK�WR�DEVRUE�WKH�VWUDLQV�LQKHUHQW�LQ�WKH�XQSUHFHGHQWHG�HQWUDQFH�RI�D�ODUJH�UDFLDO�PLQRULW\�
LQWR�HTXDO�VRFLHWDO�SDUWLFLSDWLRQ��7KH�HPHUJHQFH�RI�UDGLFDO��DQWLGHPRFUDWLF��DQG�HYHQ�UDFLVW�\RXQJ�EODFN�
OHDGHUVKLS�ZDV�GRXEWOHVV�SULPDULO\�GXH�WR�WKH�ZKLWH�FRPPXQLW\
V�VORZ�UHVSRQVH�WR�EODFN�DVSLUDWLRQV��LW�ZDV�DOVR��
KRZHYHU��GXH�WR�WKH�JURZLQJ�FRQWHPSW�E\�WKH�1HZ�/HIW�DQG�\RXQJHU�EODFN�OHDGHUV�IRU�GHPRFUDWLF�SURFHGXUHV�
DQG�WR�WKHLU�UHDOL]DWLRQ�WKDW�VXFK�FRQWHPSW�FRXOG�EH�H[SUHVVHG�ZLWK�LPSXQLW\��JLYHQ�WKH�OLEHUDO
V�RZQ�
DPELYDOHQFH�DERXW�WKH�OHJLWLPDF\�RI�GHPRFUDWLF�SURFHGXUHV�DQG�WKH�PHDQLQJ�RI�GHPRFUDWLF�EHOLHI��

7KH�UDPLILFDWLRQV�RI�WKLV�VLWXDWLRQ�ZHUH�HYHQ�EURDGHU�DQG�SROLWLFDOO\�PRUH�SDLQIXO�WR�WKH�OLEHUDO��WKH\�OHG�
WR�LQFUHDVHG�UHMHFWLRQ�RI�OLEHUDO�YDOXHV�E\�WKH�ORZHU�PLGGOH�FODVV�EOXH�FROODU�ZRUNHUV��ZKR�EHJDQ�WR�YLHZ�WKH�
GRFWULQDLUH�OLEHUDO�DV�WKHLU�QDWXUDO�HQHP\��7R�DQ�LQGXVWULDO�ZRUNHU�RI�WKH�����V�WKH�V\PERO�RI�WKH�FODVV�HQHP\�
ZDV�D�ULFK�FDSLWDOLVW�EDQNHU�RU�LQGXVWULDOLVW��(YHQ�DV�ODWH�DV������+DUU\�7UXPDQ�ZDV�DEOH�WR�EULQJ�DERXW�DQ�
HOHFWRUDO�YLFWRU\�E\�DSSHDOLQJ�WR�WKDW�VHQWLPHQW��%\�WKH�ODWH�����V�WKDW�V\PERO�ZDV�UHSODFHG��WKH�FODVV�HQHP\�ZDV�
WKH�EODFN��EDFNHG�E\�D�GRJPDWLF�OLEHUDO�LQWHOOHFWXDO��SUHIHUDEO\�D�FROOHJH�SURIHVVRU��

� ,W�LV�WUXO\�UHPDUNDEOH�WKDW�QR�SURPLQHQW�OLEHUDO�HGXFDWRU�ZDV�ZLOOLQJ�WR�VD\�WR�KLV�EODFN�VWXGHQWV���,�ZLOO�QRW�HQJDJH�LQ�UHYHUVH�
GLVFULPLQDWLRQ�E\�JUDQWLQJ�LQGLVFULPLQDWHO\�DQ\ GHPDQGV�WKDW�\RX�FKRRVH�WR�PDNH�VLPSO\�EHFDXVH�\RX�DUH�EODFN��,�ZLOO�WUHDW�\RX�DV�,�WUHDW�DOO�
P\�VWXGHQWV��7KH�HUD�RI�GLVFULPLQDWLRQ�LV�RYHU�DQG�,�ZLOO�QRW�UHWXUQ�WR�LW�XQGHU�D�QHZ�JXLVH��,�FDQ�XQGHUVWDQG�WKH�SV\FKRORJLFDO�URRWV�RI�\RXU�
GHPDQGV��DV�ZHOO DV�VRPH�RI�\RXU�IHDUV�LQ�KDYLQJ�WR�FRPSHWH�ZLWK�EHWWHU�SUHSDUHG�ZKLWHV��,�ZLOO��WKHUHIRUH��GR�HYHU\WKLQJ�,�FDQ�WR�UHPHG\�WKH�
VLWXDWLRQ��HYHQ�DW�FRQVLGHUDEOH�FRVW�DQG�RUJDQL]DWLRQDO�HIIRUW��EXW�,�ZLOO�QRW�JUDQW�WKRVH�GHPDQGV�ZKLFK�ZLOO�KDYH�WKH�HIIHFW�RI�SHUSHWXDWLQJ�
\RXU�H[FOXVLRQ�IURP�WKLV�VRFLHW\��
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7KHUH�KDV�EHHQ�DQ�XQGHQLDEOH�HOHPHQW�RI�MXVWLFH�LQ�WKH�ZKLWH�EOXH�FROODU�$PHULFDQ
V�UHVHQWPHQW�RI�WKH�
OLEHUDO
V�VRFLDO�LGHDOLVP��7KH�ORQJ�GHOD\HG�DQG�LPSHUDWLYHO\�QHHGHG�UDFLDO�UHYROXWLRQ�ZDV�ODXQFKHG�LQ�WKH�8QLWHG�
6WDWHV�E\�WKH�FRPIRUWDEO\�HVWDEOLVKHG�XSSHU�PLGGOH�FODVV�DW�D�UHODWLYHO\�ORZ�FRVW�WR�WKHPVHOYHV��LW�ZDV�WKH�OHVV�
ILQDQFLDOO\�VHFXUH�DQG�OHVV�UDFLDOO\�WROHUDQW�ZKLWH�ZRUNLQJ�FODVV�ZKR�ERUH�WKH�EUXQW�RI�WKH�FKDQJH�LQ�HGXFDWLRQ��LQ�
KRXVLQJ��DQG�LQ�VRFLDO�PRUHV��7R�PDQ\�LQGXVWULDO�ZRUNHUV�LW�VHHPHG�WKDW�WKH�ULFK�ZHUH�QRW�VKDULQJ�WKH�HFRQRPLF�
FRVWV�RI�WKH�UHYROXWLRQ�LQ�KLULQJ�SUDFWLFHV�RU�LQ�VRFLDO�SURJUDPV��DQG�WKDW�WKH�PLOLWDQW�OLEHUDOV�ZHUH�XQZLOOLQJ�WR�
PDNH�WKH�FRPSURPLVHV�QHFHVVDU\�WR�REWDLQ�EURDGHU�SRSXODU�DFFHSWDQFH�RI SDLQIXO�VRFLDO�UHDGMXVWPHQWV���7KH�
UHVHQWPHQW�RI�WKH�1HZ�/HIW�E\�PXFK�RI�WKH�$PHULFDQ�SXEOLF�WKXV�WHQGHG�WR�EH�FRXSOHG�ZLWK�ZKLWH�LQGXVWULDO�
ODERU
V�IHHOLQJ�RI�EHWUD\DO�E\�WKH�OLEHUDO�IRUFHV��DJDLQ�WR�WKH�DGYDQWDJH�RI�WKH�PRUH�FRQVHUYDWLYH�HOHPHQWV�LQ�
$PHULFDQ�SROLWLFV��

7KLV�VHQVH�RI�GLVDIIHFWLRQ�ZDV�LQWHQVLILHG�E\�WKH�IUXVWUDWLRQV�EUHG�E\�WKH�WHQGHQF\�WR�PXOWLSO\�
JRYHUQPHQWDO�DJHQFLHV�LQ�RUGHU�WR�REWDLQ�SRVLWLYH�VRFLDO�FKDQJHV����+HUH�WKH�SUDFWLFH�RI�WKH�SUDJPDWLF�OLEHUDO�
PHUJHG�ZLWK�WKH�LGHRORJLFDO�SUHIHUHQFHV�RI�KLV�GRFWULQDLUH�FRXQWHUSDUW��7KH�FRPELQDWLRQ�RI�DEVWUDFW�WKHRU\�ZLWK�D�
UHPRWH��YDVW��DQG�FRPSOH[�LQVWUXPHQWDOLW\�KDG�PXFK�WR�GR�ZLWK�WKH�DOLHQDWLRQ�DQG�LUULWDWLRQ�IHOW�E\�ZKLWH�VHFWRUV�
RI�WKH�$PHULFDQ�SXEOLF� 1RU�ZDV�LW�DOZD\V�JRRG�UHPHGLDO�VRFLDO�SROLF\�IRU�WKH�XQGHUSULYLOHJHG�JURXSV�FRQFHUQHG��
-XVW�DV�WKH�FRPPXQLVWV�KDG�HUUHG�LQ�EHOLHYLQJ�WKDW�VRFLDO�XQUHVW��UHYROXWLRQ��ZDV�WKH�SURGXFW�RI�HFRQRPLF�LOO��
EHLQJ��H[SORLWDWLRQ���WKH�GRFWULQDLUH�OLEHUDO�HUUHG�LQ�DVVXPLQJ�WKDW�HFRQRPLF�SURJUHVV�ZRXOG�SURPSW�VRFLDO�ZHOO��
EHLQJ��%RWK�XQGHUHVWLPDWHG�WKH�SV\FKRORJLFDO�DQG�VSLULWXDO�GLPHQVLRQV��6RPH�OLEHUDOV�VHQVHG�WKLV��DQG�
H[SHULPHQWV�GHVLJQHG�WR�FRPELQH�VRFLDO�LQLWLDWLYH��IUHH�HQWHUSULVH��DQG�JRYHUQPHQWDO�VXSSRUW��VXFK�DV�5REHUW�
.HQQHG\
V�%HGIRUG�6WX\YHVDQW�HIIRUW��ZHUH�PHDQW�WR�SURYLGH�D�QHZ�GLUHFWLRQ��<HW��WKRXJK�FRPPXQLW\�DFWLRQ�DV�D�
EURDG�JRDO�ZDV�D�QREOH�LGHD��LQ�SUDFWLFH�LW�WRR�EHFDPH�D�PHDQV�RI�SOD\LQJ�WKH�JDPH�DFFRUGLQJ�WR�HVWDEOLVKHG�
SROLWLFDO�UXOHV��RUJDQL]LQJ�WR�JDLQ�SRZHU�LQ�RUGHU�HLWKHU�WR�H[WUDFW�PRUH�SXEOLF�IXQGV�RU�WR�FUHDWH�D�EDVH�IRU�PRUH�
UDGLFDO�SROLWLFV�����

,Q�WKH�PHDQWLPH��LQFUHDVHG�JRYHUQPHQWDO�LQWHUYHQWLRQ�DQG�GHOLEHUDWH�VRFLDO�HQJLQHHULQJ²WKH�ODWWHU�
GHULYHG�IURP��WKHRULHV��RI�VRFLDO�FKDQJH DQG�GHYHORSPHQW²FUHDWHG�D�EOHQG�RI�RSHUDWLRQDO�LQFRPSHWHQFH��
FURVVFXWWLQJ�JURXS�FRQIOLFWV��VRFLDO�LQGLIIHUHQFH��DQG�SROLWLFDO�FRPSOH[LW\�WKDW�PDGH�IRU�ERWK�D�EUHDNGRZQ�RI�
SXEOLF�FRQVHQVXV�DQG�WKH�DOLHQDWLRQ�RI�WKH�\RXQJHU�JHQHUDWLRQ��+DYLQJ�ILQDOO\�REWDLQHG�D�XQLTXH�RSSRUWXQLW\�WR�
GR�PXFK�RI�ZKDW�KH�KDG�ORQJ�DVSLUHG�WR�GR��WKH�SUDJPDWLF�OLEHUDO�GLVFRYHUHG�WKDW�KLV�LQWHOOHFWXDO�DUVHQDO��GHULYHG�
IURP�D�KLJKO\�VXFFHVVIXO�UHVSRQVH�WR�WKH�FULVLV�RI�DQ�DGYDQFHG�LQGXVWULDO�VRFLHW\��ZDV�H[KDXVWHG��WKH�GRFWULQDLUH�
OLEHUDO²FRQILGHQW�WKDW�KH�KDG�WKH�ULJKW�UHPHGLHV�DQG�WKHRU\��LPSDWLHQW�ZLWK�WKH�VHHPLQJ�FRQVHUYDWLVP�RI�WKH�
PRUH�SUDJPDWLF�SRZHU�SUDFWLWLRQHU��DQG�DPELYDOHQW�WRZDUG�WKH�DQDUFKLVP DQG�WRWDOLWDULDQLVP�RI�WKH�1HZ�/HIW²�
XQGHUPLQHG�WKH�OLEHUDO
V�EDVH�RI�VXSSRUW�E\�GHVWUR\LQJ�SXEOLF�FRQILGHQFH�LQ�WKH�OLEHUDO
V�FRPPLWPHQW�WR�OLEHUDO�
GHPRFUDF\�

7KH�FRQWHPSRUDU\�OLEHUDO�WKXV�IDFHV�WKH�WKUHDW�RI�EHLQJ�GHSULYHG�RI�KLV�JUHDWHVW�DVVHWV��KLV�RSWLPLVP��KLV�
IDLWK�LQ�$PHULFD
V�IXWXUH��KLV�YLVLRQ��,Q�UHVSRQVH�WR�WKH�FULVLV�WKDW�KH�IHHOV�DFXWHO\²�DQG�KDV�LQ�PDQ\�UHVSHFWV�
DQWLFLSDWHG�PRUH�FRUUHFWO\�WKDQ�WKH�FRQVHUYDWLYH²WKH�OLEHUDO��HVSHFLDOO\�WKH�LQWHOOHFWXDO�GRFWULQDULDQ��WHQGV�PRUH�
DQG�PRUH�WR�ZLWKGUDZ�LQWR�DQ�LGHRORJLFDO�VKHOO��VDYRXULQJ WKH�SOHDVXUHV�RI�LQGLVFULPLQDWH�DWWDFNV�RQ�WKH�QDWXUH�RI�
$PHULFDQ�VRFLHW\�DQG�WKRURXJKO\�HQMR\LQJ�DSRFDO\SWLF�SUHGLFWLRQV�RI�WKH�LPPLQHQW�GRRP�RI�WKLV�VRFLHW\��

$�SURJUHVVLYH�VRFLHW\�KDV�EHHQ�GHILQHG�DV�RQH�WKDW�LQYROYHV�DQ�LQWHUSOD\�RI�8WRSLDQ�JRDOV�DQG�SUDFWLFDO�
VWHSV�����EXW�WKH�GRFWULQDLUH�OLEHUDO�VHHPHG�LQFUHDVLQJO\�WR�RIIHU�VRFLHW\�RQO\�D�FRPELQDWLRQ�RI�SHGHVWULDQ�
SUHVFULSWLRQV�DQG�GRJPDWLF�VROXWLRQV��+LV�DWWLWXGH�WRZDUG�VSDFH�H[SORUDWLRQ��ZKLFK�OLQNHG�WKH�H[SORVLRQ�RI�
NQRZOHGJH�ZLWK�GHHSO\�IHOW�KXPDQ�DVSLUDWLRQV� LV�V\PEROLFDOO\�VXJJHVWLYH��7KH�GRFWULQDULDQ
V�UHVSRQVH�WR�WKH�
DGYHQWXUH��FKDOOHQJH��DQG�VRFLDO�RSSRUWXQLW\�SURYLGHG�E\�WKH�VSDFH�DJH�ZDV�XQLPDJLQDWLYH��SROLWLFDOO\�XQZLVH��
DQG�SV\FKRORJLFDOO\�DQDFKURQLVWLF�Á�+LV�FDOO�IRU�FRQFHQWUDWLQJ�DOO�DWWHQWLRQ�RQ�$PHULFD
V�XQILQLVKHG�WHUUHVWULDO�

� ,W�LV�VWULNLQJ�WKDW�LW�ZDV�RQO\�LQ�WKH�ZDNH�RI�WKH������SUHVLGHQWLDO�HOHFWLRQV�WKDW�RUJDQL]DWLRQV�VXFK�DV�WKH�$PHULFDQV�IRU�'HPRFUDWLF�$FWLRQ�
EHJDQ�WR�VWUHVV�WKH�QHHG�WR�UHPHG\�WKH�OLEHUDO
V�QHJOHFW��DQG�HYHQ DEXVH��RI�WKH�LQGXVWULDO�ZRUNLQJ�FODVV��2Q�WKH�HYH�RI�WKH�SUHVLGHQWLDO�
HOHFWLRQV��D�VHULHV�RI�QHZVSDSHU�DUWLFOHV�LQ 7KH�1HZ�<RUN�7LPHV�H[SORUHG�WKH�HWKQLF�DQG�HFRQRPLF�VRXUFHV�RI�QRUWKHUQ�XUEDQ�VXSSRUW�IRU�
:DOODFH��UHSHDWHGO\�SRLQWLQJ�LWV�ILQJHU�DW�WKH 6ODYLF�HWKQLF�PLQRULW\��6XEVHTXHQWO\��LW�WXUQHG�RXW�WKDW�ERWK�LQ�WKDW�HOHFWLRQ��LQ�ZKLFK��DFFRUGLQJ�
WR�WKH�1%&�YRWLQJ�SURILOH��:DOODFH�REWDLQHG�QDWLRQDOO\����SHU�FHQW�RI�WKH�,WDOLDQ�HWKQLF�YRWH�������SHU�FHQW�RI�WKH�6ODYLF��DQG����SHU�FHQW�RI�
WKH�-HZLVK >1HZVZHHN��1RYHPEHU�����������SS�������@��DQG�LQ�WKH������PHWURSROLWDQ�HOHFWLRQV�WKH�FRQVHUYDWLYH�VZLQJ�ZDV�D�PXFK�PRUH�
JHQHUDOL]HG�FDVH�RI�XUEDQ�GLVDIIHFWLRQ�ZLWK�WKH�OLEHUDO�DSSURDFK��
�� �:H�QRZ�KDYH�WHQ�WLPHV�DV�PDQ\�JRYHUQPHQW�DJHQFLHV�FRQFHUQHG�ZLWK�FLW\�SUREOHPV�DV�ZH�KDG�LQ�������:H�KDYH�LQFUHDVHG�E\�D�IDFWRU�RI�
D�WKRXVDQG�RU�VR�WKH�QXPEHU�RI�UHSRUWV�DQG�SDSHUV�WKDW�KDYH�WR�EH�ILOOHG�RXW�EHIRUH�DQ\WKLQJ�FDQ�EH�GRQH�LQ�WKH�FLW\��6RFLDO�ZRUNHUV�LQ�1HZ�
<RUN�&LW\�VSHQG�VRPH����RU����SHU�FHQW�RI�WKHLU�WLPH�ILOOLQJ�RXW�SDSHUV�IRU�:DVKLQJWRQ��IRU�WKH�VWDWH�JRYHUQPHQW�LQ�$OEDQ\��DQG�IRU�1HZ�
<RUN�&LW\��1R�PRUH�WKDQ����RU����SHU�FHQW�RI�WKHLU�WLPH��WKDW�LV��DOPRVW�DQ�KRXU�DQG�D�KDOI�D�GD\��LV�DYDLODEOH�IRU�WKHLU�FOLHQWV��WKH�SRRU��$V�
-DPHV�5HVWRQ�UHSRUWHG�LQ 7KH 1HZ�<RUN�7LPHV��1RYHPEHU������������WKHUH�ZHUH�WKHQ�����GLIIHUHQW�IHGHUDO�DLG�SURJUDPV�RQ�WKH�ERRNV��
ILQDQFHG�E\�RYHU�����VHSDUDWH�DSSURSULDWLRQV�DQG�DGPLQLVWHUHG�E\����IHGHUDO�GHSDUWPHQWV�DQG�DJHQFLHV�DLGHG�E\�����:DVKLQJWRQ�EXUHDXV�
DQG�RYHU�����UHJLRQDO�RIILFHV��2QH�&RQJUHVVLRQDO�VHVVLRQ�DORQH�SDVVHG����KHDOWK�SURJUDPV�����QHZ�HGXFDWLRQDO�SURJUDPV�����QHZ�HFRQRPLF�
GHYHORSPHQW�SURJUDPV�����QHZ�SURJUDPV�IRU�WKH�FLWLHV�����QHZ�UHVRXUFHV�GHYHORSPHQW�SURJUDPV��DQG���QHZ�PDQSRZHU�WUDLQLQJ�SURJUDPV��
HDFK�ZLWK LWV�RZQ�DGPLQLVWUDWLYH�PDFKLQHU\���3HWHU�)��'UXFNHU���7KH�6LFNQHVV�RI�*RYHUQPHQW���7KH�3XEOLF�,QWHUHVW��:LQWHU�������S������
Á� 3UHVLGHQW�.HQQHG\
V�JRDO�RI�UHDFKLQJ�WKH�PRRQ�ZDV�WKH�REMHFW�RI�SDUWLFXODU�VFRUQ��)RU�H[DPSOH��/HZLV�0XPIRUG�DVVHUWHG�WKDW��WKH�PRRQ�
ODQGLQJ�SURJUDP�����LV�D�V\PEROLF�DFW�RI�ZDU��DQG�WKH�VORJDQ�WKH�DVWURQDXWV�ZLOO�FDUU\��SURFODLPLQJ�WKDW�LW�LV�IRU�WKH�EHQHILW�RI�PDQNLQG��LV�RQ�
WKH�VDPH�OHYHO�DV�WKH�$LU�)RUFH
V�PRQVWURXV�K\SRFULV\²
2XU�3URIHVVLRQ�,V�3HDFH�
�����,W�LV�QR�DFFLGHQW�WKDW�WKH�FOLPDFWLF�PRRQ�ODQGLQJ�
FRLQFLGHV�ZLWK�FXWEDFNV�LQ�HGXFDWLRQ��WKH�EDQNUXSWF\�RI�KRVSLWDO�VHUYLFHV��WKH�FORVLQJ�RI�OLEUDULHV�DQG�PXVHXPV��DQG�WKH�PRXQWLQJ�GHILOHPHQW�
RI�WKH�XUEDQ�DQG�QDWXUDO�HQYLURQPHQW��WR�VD\�QRWKLQJ�RI�PDQ\�RWKHU�HYLGHQFHV�RI�JURVV VRFLDO�IDLOXUH�DQG�KXPDQ�GHWHULRUDWLRQ���7KH�1HZ�<RUN�
7LPHV� -XO\�����������



�������

EXVLQHVV�VLPSO\�LJQRUHG�WKH�SV\FKRORJLFDO�IDFW�WKDW�D�QDWLRQ�EHFRPHV�PRUH�DZDUH�RI�LWV�VKRUWFRPLQJV�DV�LW�
H[SDQGV²UDWKHU�WKDQ�FRQWUDFWV²LWV�DPELWLRQV��

,W�ZDV�WKH�IURQWLHU�WUDGLWLRQ�WKDW�VWLUUHG�WKH�$PHULFDQ�LPDJLQDWLRQ��FUHDWHG�D�VRFLHW\�RI�PRYHPHQW�DQG�
JURZWK��DQG�JDYH�$PHULFD�LWV�LQWHJUDWLYH�P\WK��6FLHQWLILF�H[SORUDWLRQ��LQFOXGLQJ�H[SORUDWLRQ�RI�VSDFH��KDV�
EHFRPH�WKH�IXQFWLRQDO�HTXLYDOHQW�RI�$PHULFD
V�IURQWLHU�WUDGLWLRQ��DQG�VXFK�HQGHDYRU�LV�LPPHGLDWHO\�UHOHYDQW�WR�
WKH�HGXFDWLRQDO�DQG�VFLHQWLILF�DWWDLQPHQWV�RI�WKH�FRXQWU\��7KLV�LV�QRW�WR�DUJXH�DJDLQVW�JUHDWHU�VRFLDO�H[SHQGLWXUHV��
,W�LV��KRZHYHU��WR�DUJXH�WKDW�D�EURDGO\�JDXJHG�LPSURYHPHQW�RI�$PHULFDQ�VRFLHW\�ZLOO�EH�D�GHOLEHUDWH�E\�SURGXFW�
RI�D�VRFLHW\�WKDW�WKUXVWV�IRUZDUG�ZLWK�LWV�DFTXLUHG�HQHUJ\��WKDW�VHHNV�DOWRJHWKHU�QHZ�REMHFWLYHV²�LQFOXGLQJ�WKRVH�
EH\RQG�LWV�LPPHGLDWH�FRQILQHV²WKHUHE\�LQ�WKH�SURFHVV�DFKLHYLQJ�JUHDWHU�VRFLDO�FRQVFLRXVQHVV�DQG�VXFFHVVIXOO\�
FRQIURQWLQJ�WKH�XQUHVROYHG�SUREOHPV�RI�WKH�SDVW��

(YHQ�DVLGH�IURP�WKH SRVVLELOLW\�WKDW�WKH�WHFKQRORJLFDO�LPSDFW�RI�WKH�VSDFH�SURJUDP�PD\�HQG�XS�E\�
FRQWULEXWLQJ�PRUH�WR�WKH�UHVROXWLRQ�RI�FLW\�JKHWWR�SUREOHPV�WKDQ�DOO�WKH�SURJUDPPDWLF�DQG�VRFLRORJLFDO�GRFWULQHV�
FXUUHQWO\�VR�IDVKLRQDEOH��WKHUH�LV�DOVR�DQ�LPSRUWDQW�LQWHUQDWLRQDO�DVSHFW�WR�WKH�VSDFH�HIIRUW��D�PDMRU�ZRUOG�SRZHU�
VXFK�DV�WKH�8QLWHG�6WDWHV�KDV�WR�SLRQHHU�LQ�WKRVH�DUHDV�RI�OLIH�ZKLFK�DUH�KLVWRULFDOO\�UHOHYDQW�DQG�FUXFLDO��7R�WKH�
H[WHQW�WKDW�RXUV�LV�D�VFLHQWLILF�DJH��WKH�IDLOXUH�RI�WKH�8QLWHG�6WDWHV�WR�SXVK�EH\RQG�H[LVWLQJ�IURQWLHUV²DQG�VSDFH�
RIIHUV�D�YHU\�GUDPDWLF�FKDOOHQJH²ZRXOG�PHDQ�WKH�ORVV�RI�D�PDMRU�SV\FKRORJLFDO�PRWLYDWLRQ�IRU�LQQRYDWLRQ��
7KRXJK�LW�PD\�QRW�EH�SRSXODU�WR�VD\�VR��WKH�IDFW�LV�WKDW�D�FRQWLQHQWDO�VRFLHW\�OLNH�WKH�8QLWHG�6WDWHV�FRXOG�QRW�VXU��
YLYH�E\�EHFRPLQJ�PHUHO\�DQRWKHU�6ZHGHQ��LW�ZRXOG�QRW�VXUYLYH�LQWHUQDWLRQDOO\�DQG�LW�LV�QRW�HYHQ�FHUWDLQ�WKDW�LW�
ZRXOG�ILQG�D�VDWLVIDFWRU\�EDODQFH�EHWZHHQ�GRPHVWLF�PDWHULDO�QHHGV�DQG�VSLULWXDO�DVSLUDWLRQV��6SDFH�H[SORUDWLRQ�LV�
PRUH�FRPSDWLEOH�ZLWK�WKH�WUDGLWLRQ�RI D�SLRQHHULQJ�FRXQWU\�ZKRVH�JUHDWQHVV�KDV�EHHQ�OLQNHG�ZLWK�LQQRYDWLRQ�LQ�
FRQVWLWXWLRQDO�DUUDQJHPHQWV��LQ�HFRQRPLF�GHYHORSPHQW��LQ�FRQWLQHQWDO�H[SORUDWLRQ��DQG�LQ�VFLHQWLILF�LQYHVWLJDWLRQ��

7R�PDQ\�$PHULFDQV��FRQWHPSRUDU\�OLEHUDOLVP�RIIHUV�QHLWKHU�SULQFLSOH QRU�SURJUHVV��7KH�FULVLV�RI�
$PHULFDQ�OLEHUDOLVP�LV�KHQFH�ERWK�D�FULVLV�RI�FRQILGHQFH�DQG�RI�KLVWRULFDO�UHOHYDQFH�����,W�SUHVHQWV�WKH�EOHDN�
SURVSHFW�WKDW OLEHUDOLVP� KLVWRULFDOO\�WKH�PRVW�YLWDO�VRXUFH�RI�LQQRYDWLRQ�LQ�FRQWHPSRUDU\�$PHULFDQ�GHPRFUDF\��
PD\�EHFRPH�WKH�FULWLFDO�H[SUHVVLRQ�RI�D�GRFWULQDULDQ�PLQRULW\²LQFUHDVLQJO\�UHDFWLYH�LQ�VSLWH�RI�LWV�UKHWRULF²DQG�
D�KDYHQ�IRU�SKLORVRSKLF�SURWHVW�DJDLQVW�WKH�GHKXPDQL]LQJ�HIIHFWV�RI�VFLHQFH��ZKLOH�WKH�DFWLYH�VKDSLQJ�RI�WKH�
IXWXUH�SDVVHV�LQWR�WKH�KDQGV�RI�D�VRFLDOO\�VRPHZKDW�FRQVHUYDWLYH�EXW�WHFKQRORJLFDOO\�LQQRYDWLYH�HOLWH���

7KH�(QG�RI�/LEHUDO�'HPRFUDF\"�
$�WHFKQRORJLFDOO\�LQQRYDWLYH�DQG�SROLWLFDOO\�FRQVHUYDWLYH�SKDVH�WKDW�ZRXOG�OHDG�WR�VRPH�IRUP�RI�WHFKQRORJLFDO�
PDQDJHULDOLVP�LV�RQO\�RQH�SRVVLELOLW\��2WKHU�DOWHUQDWLYHV�FRXOG�EH�PRUH�H[WUHPH��$PHULFDQ�VRFLR�HFRQRPLF�
WHQVLRQV�FRXOG�EH�DJJUDYDWHG�E\�WKH�ORVV�RI�PRPHQWXP�LQ�HFRQRPLF�JURZWK�DQG�WKHUHIRUH�LQ�WKH�SDFH�RI�
VFLHQWLILF�UHVHDUFK�DQG�WHFKQRORJLFDO�GHYHORSPHQW²DQ�LPSRUWDQW�VRXUFH�RI�QDWLRQDO�SULGH��5DFLDO�VWULIH��XUEDQ�
JXHUULOOD�DFWLYLW\��DQG�DOLHQDWLRQ�RI�WKH�\RXQJ��LQ�DGGLWLRQ�WR�D�SURIRXQG�QDWLRQDO�VSOLW�RYHU�$PHULFD
V�JOREDO�UROH��
FRXOG�UHVXOW�LQ�D�IXUWKHU�EUHDNGRZQ�RI�QDWLRQDO�FRQVHQVXV�DQG�OHDG�HLWKHU�WKH�H[WUHPH�OHIW�RU�WKH�H[WUHPH�ULJKW�WR�
FDSLWDOL]H�RQ�$PHULFD
V�SROLWLFDO�GLVLQWHJUDWLRQ�E\�DWWHPSWLQJ�WR�VHL]H�SRZHU��

2Q�EDODQFH��WKH�FKDQFHV�IRU�WKH�VXFFHVV�RI�D�VHULRXV�UHYROXWLRQDU\�DWWHPSW�GR�QRW�DSSHDU�WR�EH�YHU\�
JRRG��7R�EHFRPH�DQ�HIIHFWLYH�UHYROXWLRQDU\�LQVWUXPHQW�WKH�SUHVHQW�1HZ�/HIW�ZRXOG�KDYH QRW�RQO\�WR�UHODWH�PRUH�
PHDQLQJIXOO\�WR�WKH�QHZ�LVVXHV�FRQIURQWLQJ�RXU�WLPHV�EXW�DOVR�WR�GHYHORS�WKH�WHFKQLTXHV��WKH�VNLOOV��DQG�WKH�
RUJDQL]DWLRQDO�IRUPV�UHTXLUHG�WR�HIIHFW�D�UHYROXWLRQ�LQ�WKH�ZRUOG
V�PRVW�PRGHUQ��WHFKQRORJLFDOO\�DGYDQFHG�
VRFLHW\��7KLV�ZRXOG�UHTXLUH�WKH�WUDQVIRUPDWLRQ�RI�D�VRPHZKDW�SHWXODQW�PLGGOH�FODVV�\RXWK�PRYHPHQW��VXSSRUWHG�
IURP�D�VDIH�GLVWDQFH�E\�VRPH�VHFWRUV�RI�WKH�PRUH�HVRWHULF�XUEDQ�LQWHOOHFWXDO�FRPPXQLW\��LQWR�DQ�RUJDQL]DWLRQ�
ZLWK�D�V\VWHPDWLF�WKHRU\�RI�DFWLRQ�WKDW�WDNHV�LQWR�DFFRXQW�WKH�VSHFLILFLW\�RI�FRQWHPSRUDU\�$PHULFD��6'6�ZRUVKLS�
RI�&KH�*XHYDUD��D�WUDJLF�UXUDO�UHEHO��DQG�LWV�JURZLQJ�UHOLDQFH�RQ�WXUJLG�0DU[LVW�/HQLQLVW�SKUDVHRORJ\�PD\�EH�D�
FRPSHQVDWLRQ�IRU�LWV�LQDELOLW\�WR�PDNH�WKDW�DGDSWDWLRQ��EXW�LW�KDUGO\�DXJXUV�LWV�HPHUJHQFH�DV�DQ�HIIHFWLYH�
UHYROXWLRQDU\�IRUFH��

7KHUH�LV�D�VLJQLILFDQW�GLIIHUHQFH�EHWZHHQ�UHYROXWLRQDU\�DFWLYLW\�DQG�UHYROXWLRQDU\�VXFFHVV��
5HYROXWLRQDU\�DFWLYLW\²WKURXJK�WHUURULVP��VDERWDJH��VHOHFWLYH�DVVDVVLQDWLRQV��XUEDQ�JXHUULOOD�VWULIH²�LV�SRVVLEOH�
DQG�HYHQ�OLNHO\�LQ�WKH�HDUO\�����V��,W�ZLOO�FRPH�QRW�IURP�WKH�1HZ�/HIW�EXW�IURP�LWV�HPHUJLQJ�VXFFHVVRU²WKH�
SURIHVVLRQDOO\�9LROHQW�/HIW��QRW�IURP�WKH�LGHDOLVWLF�\RXQJ�SHRSOH�ZKR�LQIXVH�LW�ZLWK�]HDO�DQG�FRQIXVLRQ�EXW�IURP�
WKRVH�DPRQJ�WKHP�ZKR�KDYH�EHHQ�KDUGHQHG��GLVLOOXVLRQHG��DQG�HPELWWHUHG�E\�WKHLU�H[SHULHQFHV�LQ�SULVRQV�DQG�

,Q�FRQWUDVW��0LFKDHO�+DUULQJWRQ�QRWHG�WKDW��WKHUH�LV�D�FHUWDLQ�SXULWDQLVP�RQ�WKH�/HIW�ZKHQHYHU�WKH�TXHVWLRQ�RI�VSDFH�FRPHV�XS��,W�LV�WKH�
IDVKLRQ�WR�GHQLJUDWH�VSHQGLQJ�PRQH\�RQ�KHDYHQ�ZKHQ�WKH�HDUWK�LV�VWLOO�VR�VKRGG\��%XW�WKLV�YLHZ�LJQRUHV�WZR�LPSRUWDQW�SRLQWV��)LUVW��LI�SHDFH�
ZHUH�WR�EUHDN�RXW��D�PDVVLYH�FXWEDFN�LQ�WKH�ELOOLRQV�IRU�GHIHQVH�SOXV�WKH�QRUPDO�JURZWK�RI�D�IXOO�HPSOR\PHQW�HFRQRP\�ZRXOG�SURYLGH�
VXIILFLHQW�IXQGV�IRU�UHEXLOGLQJ�$PHULFD DQG JRLQJ�WR�WKH�VWDUV��6HFRQG��VSDFH�LV�QRW�HPSW\�RI�VRFLDO��VFLHQWLILF��DQG�HYHQ�DHVWKHWLF�
VLJQLILFDQFH��,W�FRXOG�FRQFHLYDEO\�SURYLGH�URRP�IRU�KXPDQ�EHLQJV��YDVW�QHZ�UHVRXUFHV�IRU�WKH�GHYHORSPHQW�RI�WKH�ZRUOG��DQG�LW�ZLOO�FHUWDLQO\�
LQFLWH D�GHHSHU�NQRZOHGJH�RI�ERWK�PDQ�DQG�WKH�XQLYHUVH��%H\RQG�WKHVH�SUDJPDWLF�FRQVLGHUDWLRQV��WKHUH�LV�D�PRUDO�LPSHUDWLYH�ZKLFK�UHTXLUHV�
WKDW�KXPDQLW\�OLYH�XS�WR�WKH�IXOOQHVV�RI�LWV�SRZHUV��DQG�PHQ�FDQ�ULJKWO\�ERDVW�WKDW�WKH\�KDYH�DOZD\V�H[SHULPHQWHG�DQG�LQQRYDWHG���$PHULFDQ�
3RZHU�LQ�WKH�7ZHQWLHWK�&HQWXU\� S�������
�7KRXJK�SXEOLF�RSLQLRQ�FDQ�VKLIW�GUDPDWLFDOO\��LW�LV�ZRUWK�QRWLQJ�WKDW�LQ������SROOV�VKRZHG�WKDW�D�FRQVLVWHQW�PDMRULW\�RI�\RXQJHU�SHRSOH�DQG�
WKRVH�ZLWK�FROOHJH�HGXFDWLRQ�ZHUH�LQ�IDYRU�RI�LQFUHDVHG�VSDFH�H[SORUDWLRQ��WKRVH�RSSRVHG�ZHUH�PRVW�QXPHURXV�DPRQJ�WKH�PRUH�HOGHUO\�DQG�
DPRQJ�WKRVH�ZLWK�JUDGH�VFKRRO�HGXFDWLRQ��FI��*DOOXS�SROO��DV�FLWHG�E\ 7KH�1HZ�<RUN�7LPHV��$XJXVW����������DQG�+DUULV�SROO��7KH�:DVKLQJWRQ�
3RVW��$XJXVW������������$W�WKH�VDPH�WLPH��FROOHJH�JUDGXDWHV�WHQGHG�WR�IDYRU�PRUH�HQHUJHWLF�ODZ�HQIRUFHPHQW��LQFOXGLQJ�PRUH�ZLUH�WDSSLQJ�
�*DOOXS�SROO��DV�FLWHG�E\ 7KH�1HZ�<RUN�7LPHV��$XJXVW�����������
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SHQLWHQWLDULHV��7KHVH�PHQ�ZLOO�EH�SV\FKRORJLFDOO\�SUHSDUHG�IRU�UHDO�YLROHQFH��DQG�WKH\�ZLOO�GLVPLVV�DV�FKLOG
V�SOD\�
WKH�VLWGRZQV�DQG�WKH�UDLGV�RQ�GHDQV
�RIILFHV��$PHULFDQ�VRFLHW\�ZRXOG�WKHQ�KDYH�WR�FRQIURQW�D�PDMRU�LQWHUQDO�
WKUHDW��

%XW�HYHQ�WKHQ�WKH�FROOHFWLYH�ZHLJKW�RI�SROLWLFDO�DQG�VRFLDO�LQVWLWXWLRQV��DV�ZHOO�DV�WKH�FRHUFLYH�PLJKW�RI�
RUJDQL]HG�DXWKRULW\��ZRXOG�LQ�DOO�SUREDELOLW\�SUHYDLO��$V�ORQJ�DV�WKH�1HZ�/HIW�UHPDLQV�ODUJHO\�LQHIIHFWLYH LQ�LWV�
VSRUDGLF�UHOLDQFH�RQ�YLROHQFH��LW�ZLOO�EH�VSDUHG��VKRXOG�LW�EHFRPH�WKH�9LROHQW�/HIW��VXSSUHVVLRQ�ZRXOG�EH�LWV�
DOPRVW�FHUWDLQ�IDWH��7KH�IDFW�LV�WKDW�UHYROXWLRQV�DUH�KLVWRULFDO�UDULWLHV��DQG�LQ�PRGHUQ�WLPHV�WKHLU�VXFFHVV�KDV�
JHQHUDOO\�UHTXLUHG�D�FRPELQDWLRQ�RI�LQWHUQDO�VRFLDO�GLVVROXWLRQ�DQG�H[WHUQDO�PLOLWDU\�GHIHDW��7KH�RUJDQL]DWLRQ�RI�
SRZHU�PXVW�LWVHOI�EUHDN�GRZQ��WKH�HOLWHV�PXVW�EH�VSOLW��WKH�VRFLR�HFRQRPLF�V\VWHP�PXVW�PDOIXQFWLRQ��DQ�
DOWHUQDWLYH�OHDGHUVKLS�PXVW�FU\VWDOOL]H��DQG�WKH�PRUH�FUHDWLYH�VRFLDO�IRUFHV�PXVW�EH��DW�OHDVW�LQ�VLJQLILFDQW�SDUW��
FRQYLQFHG�WKDW�D�EHWWHU�DOWHUQDWLYH�LV�DYDLODEOH��6KRUW�RI�WKHVH�FRQGLWLRQV��UHOLDQFH�RQ�UHYROXWLRQDU\�YLROHQFH�LV�
OLNHO\�WR�EUHHG�VXSSUHVVLRQ��DQG�HYHQ�HIIHFWLYHO\�EUXWDO�VXSSUHVVLRQ���

7KH�VXSSUHVVLRQ�RI WKH�9LROHQW�/HIW�ZRXOG�DOPRVW�FHUWDLQO\�SXVK�WKH�FRXQWU\�WR�WKH�ULJKW��2UJDQL]HG�
FRHUFLRQ�ZRXOG�UHTXLUH�WKH�LQWURGXFWLRQ�RI�D�YDULHW\�RI�FRQWUROV�RYHU�WKH�LQGLYLGXDO��,I�XQGHUWDNHQ�V\VWHPDWLFDOO\�
E\�WKH�OHJLWLPDWH�LQVWLWXWLRQV��WKH�SURFHVV�ZRXOG�LQ�DOO�SUREDELOLW\�VWUHQJWKHQ�WKH�FRQVHUYDWLYH�SROLWLFDO�IRUFHV��LI�
XQGHUWDNHQ�LQHIIHFWLYHO\��LW�ZRXOG�SUREDEO\�SURPSW�ULJKW�ZLQJ�YLJLODQWLVP��EDVHG�RQ�D�YDULHW\�RI�SDUDPLOLWDU\�
IRUPDWLRQV��%XW�HYHQ�WKHQ�D�ULJKW�H[WUHPLVW�FRXS�VHHPV�PRVW�XQOLNHO\��6XFK�D�FRXS�ZRXOG�UHTXLUH�WKH�
GHYHORSPHQW�RI�D�GHJUHH�RI�RUJDQL]DWLRQDO�FRKHVLRQ�DQG�FRQFHSWXDO�UHOHYDQFH�WKDW�VHHPV�EH\RQG�WKH�FDSDELOLW\�
RI�WKH�H[WUHPH�ULJKWLVWV²PRVW�RI�ZKRP�KDYH�EHHQ�OHIW�EHKLQG�E\�WKH�SDFH�RI�$PHULFDQ�FKDQJH�����

7KH�PRUH�OLNHO\�SUREDELOLW\��WKHQ��LV WKDW�VSRUDGLF�FLYLO�VWULIH�ZRXOG�OHDG�WR�D�SRODUL]DWLRQ�RI�SXEOLF�
RSLQLRQ��ZLWK�WKH�'HPRFUDWLF�3DUW\�JUDGXDOO\�EHFRPLQJ�LGHQWLILHG�ZLWK�VRPH�RI�WKH�OHVV�H[WUHPH�1HZ�/HIW�
SRVLWLRQV�DQG�RU�VSOLWWLQJ��DQG�WKH�5HSXEOLFDQ�3DUW\�VWULYLQJ�WR�H[SORLW�WKLV�VLWXDWLRQ�DQG�WR�FRQVROLGDWH�D�QDWLRQDO�
FRQVHUYDWLYH�PDMRULW\��7KLV�FRXOG�FRPH�DERXW�JUDGXDOO\��WKH�PRUH DGYHQWXUHVRPH�DVSHFWV�RI�WKH�$PHULFDQ�GUHDP�
ZRXOG�EH�SUHHPSWHG�E\�WKH�PRUH�FRQVHUYDWLYH�OHDGHUV��IRU�H[DPSOH��6SLUR�$JQHZ
V�FDOO�IRU�D�PLVVLRQ�WR�0DUV���
ZKLOH�ORZHU�PLGGOH�FODVV�$PHULFD
V�GLVLOOXVLRQPHQW�ZLWK�OLEHUDOLVP��UHVHQWPHQW�RI�WKH�1HZ�/HIW��DQG�IHDU�RI�WKH�
EODFNV�ZRXOG�SURPSW�VXFK�DQ�H[WUHPH�FRQFHQWUDWLRQ�RQ�RUGHU�WKDW�FRQFHUQ�ZLWK�SURJUHVV�LQ�UDFH�UHODWLRQV�ZRXOG�
EHFRPH�PHUHO\�ZLQGRZ�GUHVVLQJ�DQG�HYHQWXDOO\�IDGH�IURP�WKH�SXEOLF�DJHQGD��7KH�HPHUJHQFH�RI�D�PRUH�
UHDFWLRQDU\�SROLWLFDO�UHVSRQVH�ZRXOG�QHLWKHU�EH�GUDPDWLF�QRU�KDYH�WKH�RYHUW�RYHUWRQHV�RI�IDVFLVP��

7KLV�SURFHVV�FRXOG�EH�DFFHOHUDWHG�E\�WKH�GRFWULQDLUH�OLEHUDOV
�GHWHUPLQDWLRQ�HLWKHU�WR�UHPROG�WKH�
'HPRFUDWLF�3DUW\�LQ�WKHLU�RZQ�LPDJH�RU�WR�FUHDWH�WKHLU�RZQ�SROLWLFDO�SDUW\��7KH�LQVLVWHQFH�RQ�D�GRFWULQDLUH�
UHVSRQVH�WR�FRPSOH[LW\�DQG�WKH�LPSDWLHQFH�ZLWK�PRUH�JHQHUDOL]HG�FRPSURPLVHV�DUH�FKDUDFWHULVWLF�VRFLDO�
PDQLIHVWDWLRQV�LQ�WLPHV�RI�KLVWRULFDO�GLVFRQWLQXLW\��DV�KDV�EHHQ�DOUHDG\�QRWHG��WKH\�DUH�SDUWLFXODUO\�UHSUHVHQWDWLYH�
RI�WKH�\RXQJ�DQG�RI�PDUJLQDO�PHPEHUV�RI�VRFLHW\��7KH�SROLWLFDO�FRQVHTXHQFH�ZRXOG�EH�DQ�HYHQ�JUHDWHU�VTXHH]H�
RQ�WKH�SUDJPDWLF��OHVV�LGHRORJLFDO�OLEHUDOV��SUHVVHG�IURP�RQH VLGH�E\�WKH�GRFWULQDULDQV�DGYRFDWLQJ�ODUJH�VFDOH�
VRFLDO�HQJLQHHULQJ�DQG�RSWLQJ�RXW�RI�H[WHUQDO�FKDOOHQJHV�DQG�IURP�WKH�RWKHU�E\�WKH�FRQVHUYDWLYHV�SUHDFKLQJ�WKH�
PHULWV�RI�VRFLDO�FRQVROLGDWLRQ�DQG�RI�QHZ�VFLHQWLILF�IURQWLHUV��

7KH�ODWHQW�DQWL�LQWHOOHFWXDOLVP RI�D�JUHDW�PDQ\�$PHULFDQV²LQWHQVLILHG�E\�FROOHJH�GLVRUGHUV��DJJUDYDWHG�
E\�WKH�DPELYDOHQFH�RI�WKH�LQWHOOHFWXDOV��DQG�VKDUSHQHG�E\�FODVV�KRVWLOLW\�WRZDUG�WKH�UHEHOOLRXV�RIIVSULQJ�RI�
PLGGOH�FODVV�$PHULFD²FRXOG�DOVR�XQGHUPLQH�SXEOLF�VXSSRUW�IRU�WKH�FRXQWU\
V�HGXFDWLRQDO�LQVWLWXWLRQV��WKXV�
PDWFKLQJ�WKH�SHULORXV�FKDOOHQJH�IURP�WKH�OHIW�ZLWK�DQ�HTXDOO\�SHULORXV�FKDOOHQJH�IURP�WKH�ULJKW��7KH�$PHULFDQ�
XQLYHUVLW\�ZRXOG�EHFRPH�SROLWLFL]HG��HLWKHU�FRQVWDQWO\�DJLWDWHG�RYHU�QRQDFDGHPLF�LVVXHV��ZLWK�LWV�IDFXOWLHV�DQG�
VWXGHQWV�SDVVLQJ�UHVROXWLRQV�RQ�DOO�VRUWV�RI�H[WUDQHRXV�PDWWHUV�DQG�LQFUHDVLQJO\�LQMHFWLQJ�SROLWLFDO�FULWHULD�LQWR�
WKHLU�LQWHOOHFWXDO�SXUVXLWV��RU�VXEMHFW�WR�VWULFWHU�RXWVLGH�FRQWURO�E\�FRQVHUYDWLYH�DVVHPEOLHV�DQG�WUXVWHHV�ZKR�
ZRXOG�LPSRVH�WKHLU�SROLWLFDO ELDVHV�RQ�WKH�LQWHUQDO�ZRUNLQJV�RI DFDGHPLD����7KH�UHVXOWLQJ�GHVWUXFWLRQ�RI�WKH�OLEHUDO�
XQLYHUVLW\�ZRXOG�LWVHOI�EH�D�JUDYH�V\PSWRP�RI�WKH�GHFOLQH RI�$PHULFDQ�OLEHUDO�GHPRFUDF\��Á�

�2Q�WKLV�SRLQW�WKHUH�LV�DJUHHPHQW�DPRQJ�VXFK�GLVVLPLODU�REVHUYHUV�DV�WKH�1DWLRQDO�&RPPLVVLRQ�RQ�WKH�&DXVHV�DQG�3UHYHQWLRQ�RI�9LROHQFH�
DQG�%DU�ULQJWRQ�0RRUH��D�VHYHUH�FULWLF�RI�WKH�SUHVHQW�$PHULFDQ�V\VWHP��7KH�FRPPLVVLRQ�FRQFOXGHG�WKDW��FROOHFWLYH�YLROHQFH�VHOGRP�VXFFHHGV�
DV�DQ�LQVWUXPHQW�IRU�DFFRPSOLVKLQJ�JURXS�REMHFWLYHV��,W�FDQ�VXFFHHG�ZKHQ�RQH�JURXS�VR�RYHUSRZHUV�LWV�RSSRQHQWV�WKDW�WKH\�KDYH�QR�FKRLFH�
EXW�WR�GLH�RU�GHVLVW��%XW�PRGHUQ�JRYHUQPHQWV�DUH�PXFK�PRUH�OLNHO\�WR�VXFFHHG�LQ�VXFK�FRQWHVWV�WKDQ�WKHLU�RSSRQHQWV��
�,Q�WKH�FRQWHPSRUDU\�8QLWHG�6WDWHV��DWWHPSWV�DW�UHYROXWLRQ�IURP�WKH�OHIW�DUH�OLNHO\ WR�LQYLWH�PDVVLYH�UHSUHVVLRQ�IURP�WKH�ULJKW��7KH�RFFXUUHQFH�
RI�YLROHQFH�LQ�WKH�FRQWH[W�RI�SURWHVW�DFWLYLWLHV�LV�KLJKO\�OLNHO\�WR�DOLHQDWH�JURXSV�WKDW�DUH�QRW�IXQGDPHQWDOO\�LQ�V\PSDWK\�ZLWK�WKH�SURWHVWHUV��
�7KH�FKURQLFOHV�RI�$PHULFDQ�ODERU�FRQIOLFWV�VXJJHVW WKDW�YLROHQFH��ZKHQ�LW�RFFXUUHG��ZDV�DOPRVW�DOZD\V�LQHIIHFWLYH�IRU�WKH�ZRUNHUV�LQYROYHG��
7KH�PRUH�YLROHQW�WKH�FRQIOLFW��WKH�PRUH�GLVDVWURXV�WKH�FRQVHTXHQFHV�IRU�WKH�ZRUNHUV���FRQFOXVLRQV�RI�D�UHSRUW�WR�WKH�&RPPLVVLRQ�RQ�9LROHQFH�
LQ�$PHULFD��7KH�1HZ�<RUN 7LPHV� -XQH�����������
9HU\�PXFK�LQ�WKH�VDPH�YHLQ��0RRUH�ZDUQHG�WKDW�WKH�SURVSHFWV�IRU�DQ�XUEDQ�UHYROXWLRQ�LQ�$PHULFD�DUH�YHU\�GLP�DQG�WKDW�VXFFHVVIXO�UDGLFDO�
UHYROXWLRQV�KDYH�VR�IDU�IDLOHG�WR�SURYLGH��D�ODVWLQJ�FRQWULEXWLRQ�WR�KXPDQ�IUHHGRP����5HYROXWLRQ LQ�$PHULFD"� 7KH�1HZ�<RUN�5HYLHZ�RI�
%RRNV� -DQXDU\�����������S������6HH�DOVR�WKH�WKRXJKWIXO�VWXG\�E\�%UXFH�6PLWK���7KH�3ROLWLFV�RI�3URWHVW��+RZ�(IIHFWLYH�,V�9LROHQFH"��
3URFHHGLQJV�RI�WKH�$FDGHP\�RI�3ROLWLFDO�6FLHQFH� -XO\��������
��([DPSOHV�RI�WKLV�DUH�SURYLGHG�E\�WKH�&ROXPELD�8QLYHUVLW\�6HQDWH
V�ILUVW�PDMRU�DFW�LQ�������ZKLFK�ZDV�WR�H[SUHVV�LWV�MXGJPHQW�RQ�WKH�
9LHWQDP�ZDU��DQG�E\�WKH�REMHFWLRQV�RI�8&/$
V�WUXVWHHV�WR�D�\RXQJ�EODFN�SKLORVRSK\�SURIHVVRU�EHFDXVH�RI�KHU�SROLWLFDO�DVVRFLDWLRQV��
Á�7KH�ORQJ�UDQJH FRQVHTXHQFHV�RI�WKH�DWWDFN�RQ�WKH�XQLYHUVLWLHV�DSSHDU�WR�EH�RI�OLWWOH�FRQFHUQ�WR�WKH�1HZ�/HIW��)RU�H[DPSOH��WKH�GHPDQG�IRU�
WKH�VHSDUDWLRQ�RI�GHIHQVH�UHVHDUFK�IURP�XQLYHUVLWLHV�FRXOG�FUHDWH�D�VHSDUDWH�FRPSOH[�RI�JRYHUQPHQW�RSHUDWHG�PLOLWDU\�UHVHDUFK�LQVWLWXWHV�
ZKRVH�VHFUHF\�ZRXOG�VKLHOG�WKHLU�RSHUDWLRQV�IURP�RXWVLGH�LQWHOOHFWXDO�LQIOXHQFH��DV�LV�WUXH�LQ�WKH�6RYLHW�8QLRQ��7KLV�LV�SUHFLVHO\�ZKDW�KDV�
DOUHDG\�KDSSHQHG�LQ�WKH�FDVH�RI�EDFWHULRORJLFDO�ZDUIDUH�GHYLFHV��ZKLFK�ZHUH�GHYHORSHG�LQ�FORVHG�JRYHUQPHQWDO UHVHDUFK�ODERUDWRULHV�IDU�
UHPRYHG�IURP�WKH�RYHUYLHZ�RI�WKH�VFLHQWLILF�FRPPXQLW\��7KH�UHPRYDO�RI�527&�FRXOG�VLPLODUO\�DFFHOHUDWH�UDWKHU�WKDQ�VORZ�GRZQ�WKH
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,Q�VXFK�D�FRQWH[W��WKH�DOUHDG\�VWDJJHULQJ�WDVN�RI�FUHDWLQJ�DQ�HTXLWDEOH�PXOWL�UDFLDO�VRFLHW\�FRXOG�EHFRPH�
KRSHOHVV��3UHVHQW�WUHQGV�DXJXU�D�ZRUVHQLQJ�FULVLV�XQOHVV�D�PDMRU�VRFLDO�HIIRUW�DW�DPHOLRUDWLRQ�LV�SURPSWO\�
XQGHUWDNHQ�����$VVXPLQJ�SXEOLF�LQGLIIHUHQFH�RU��HYHQ�ZRUVH��SXEOLF�KRVWLOLW\�WRZDUG�VXFK�HIIRUWV��WKHUH�DUH�WZR�
HTXDOO\�KRUUHQGRXV�SURVSHFWV�IRU�ZKLWH�EODFN�UHODWLRQV�LQ�$PHULFD��VXSSUHVVLRQ�RI�WKH�EODFNV�DQG�RU�WKHLU�
VHSDUDWLRQ��(LWKHU�RQH�FRXOG�EH�XQGHUWDNHQ�RQO\�LQ�WKH�FRQWH[W�RI�D�PRUH�UHDFWLRQDU\�SROLWLFDO�DWPRVSKHUH�DQG�
ZRXOG�LWVHOI�JHQHUDWH�RYHUZKHOPLQJ�SUHVVXUHV�WRZDUG�UHDFWLRQ��6XSSUHVVLRQ��LQFOXGLQJ�HIIRUWV�DW�VRPH�IRUP�RI�
VHSDUDWH�UHVHWWOHPHQW��ZRXOG�LQYROYH�PDMRU�VWULIH��IRU�WKH�$PHULFDQ�EODFN�LV�QR�ORQJHU�SOLDQW�DQG��PRUHRYHU��
PDQ\�ZKLWHV�ZRXOG�IORFN�WR�KLV�VLGH��7KRXJK�VXSSUHVVLRQ�FRXOG�HIIHFWLYHO\�EH�XQGHUWDNHQ²HVSHFLDOO\�LQ�WKH�
ZDNH�RI�PDVVLYH�EODFN�XSULVLQJV�SURPSWHG�E\�GHVSHUDWLRQ�DW�WKH�DEVHQFH�RI�SURJUHVV² WKH�SULFH�SDLG�ZRXOG�EH�D�
WUDJLF�UHYHUVDO�RI�WKH�SURFHVV�E\�ZKLFK�WKH�VFRSH�RI�$PHULFDQ�GHPRFUDF\�KDV�GHHSHQHG�DQG�HQODUJHG�RYHU�WKH�
FRXUVH�RI�WKH�FRXQWU\
V�KLVWRU\��

$QRWKHU�WKUHDW��OHVV�RYHUW�EXW�QR�OHVV�EDVLF��FRQIURQWV�OLEHUDO�GHPRFUDF\��0RUH�GLUHFWO\�OLQNHG�WR�WKH�
LPSDFW�RI�WHFKQRORJ\��LW�LQYROYHV�WKH�JUDGXDO�DSSHDUDQFH�RI�D�PRUH�FRQWUROOHG�DQG�GLUHFWHG�VRFLHW\��6XFK�D�
VRFLHW\�ZRXOG�EH�GRPLQDWHG�E\�DQ�HOLWH�ZKRVH�FODLP�WR�SROLWLFDO�SRZHU�ZRXOG�UHVW�RQ�DOOHJHGO\�VXSHULRU�VFLHQWLILF�
NQRZ�KRZ��8QKLQGHUHG�E\�WKH�UHVWUDLQWV�RI�WUDGLWLRQDO�OLEHUDO�YDOXHV��WKLV�HOLWH�ZRXOG�QRW�KHVLWDWH�WR�DFKLHYH�LWV�
SROLWLFDO�HQGV�E\�XVLQJ�WKH�ODWHVW�PRGHUQ�WHFKQLTXHV�IRU�LQIOXHQFLQJ�SXEOLF�EHKDYLRU�DQG�NHHSLQJ�VRFLHW\�XQGHU�
FORVH�VXUYHLOODQFH�DQG�FRQWURO��8QGHU�VXFK�FLUFXPVWDQFHV��WKH�VFLHQWLILF�DQG�WHFKQRORJLFDO�PRPHQWXP�RI�WKH�
FRXQWU\�ZRXOG�QRW�EH�UHYHUVHG�EXW�ZRXOG�DFWXDOO\�IHHG�RQ�WKH�VLWXDWLRQ�LW�H[SORLWV��

7KH�HPHUJHQFH�RI�D�ODUJH�GRPLQDQW�SDUW\��DORQJVLGH�WKH�PRUH�QDUURZO\�IRFXVHG�DQG�PRUH�LQWHQVHO\�
GRFWULQDLUH�JURXSLQJV�RQ�WKH�ULJKW�DQG�WKH�OHIW��FRXOG�DFFHOHUDWH�WKH�WUHQG�WRZDUG�VXFK�WHFKQRORJLFDO�
PDQDJHULDOLVP��6XFK�D�ODUJH�GRPLQDQW�SDUW\�ZRXOG�FRPELQH�$PHULFDQ�VRFLHW\
V�TXHVW�IRU�VWDELOLW\�ZLWK�LWV�
KLVWRULFDO�DIILQLW\�IRU�LQQRYDWLRQ��5HO\LQJ�RQ�VFLHQWLILF�JURZWK�WR�SURGXFH�WKH�PHDQV�IRU�GHDOLQJ�ZLWK�VRFLDO�LOOV��LW�
ZRXOG�WDS�WKH�QDWLRQ
V�LQWHOOHFWXDO�WDOHQW�IRU�EURDG�WDUJHW�SODQQLQJ�DQG�H[SORLW�WKH�H[LVWHQFH�RI GRFWULQDLUH�JURXSV�
E\�XVLQJ�WKHP�DV�VRFLDO�EDURPHWHUV�DQG�DV�VRXUFHV�RI�QRYHO�LGHDV��3HUVLVWLQJ�VRFLDO�FULVLV��WKH�HPHUJHQFH�RI�D�
FKDULVPDWLF�SHUVRQDOLW\��DQG�WKH�H[SORLWDWLRQ�RI�PDVV�PHGLD�WR�REWDLQ�SXEOLF�FRQILGHQFH�ZRXOG�EH�WKH�
VWHSSLQJVWRQHV�LQ�WKH�SLHFHPHDO�WUDQVIRUPDWLRQ�RI�WKH�8QLWHG�6WDWHV�LQWR�D�KLJKO\�FRQWUROOHG�VRFLHW\���,Q�GLIIHUHQW�
ZD\V��ERWK�WKH�GRFWULQDULDQ�DQG�WKH�FRQVHUYDWLYH�PLJKW�ILQG�WKH�WHPSWDWLRQV�LQKHUHQW�LQ�WKH�QHZ�WHFKQLTXHV�RI�VR��
FLDO�FRQWURO�WRR�GLIILFXOW�WR�UHVLVW��7KH�LQFOLQDWLRQ�RI�WKH�GRFWULQDLUH�OHIW�WR�OHJLWLPL]H�PHDQV�E\�HQGV�FRXOG�OHDG�
WKHP�WR�MXVWLI\�PRUH�VRFLDO�FRQWURO�RQ�WKH�JURXQG�WKDW�LW�VHUYHV�SURJUHVV��7KH�FRQVHUYDWLYHV��SUHRFFXSLHG�ZLWK�
SXEOLF�RUGHU�DQG�IDVFLQDWHG�E\�PRGHUQ�JDGJHWU\��ZRXOG�EH�WHPSWHG�WR�XVH�WKH QHZ�WHFKQLTXHV�DV�D�UHVSRQVH�WR�
XQUHVW��VLQFH�WKH\�ZRXOG�IDLO�WR�UHFRJQL]H�WKDW�VRFLDO�FRQWURO�LV�QRW�WKH�RQO\�ZD\�WR�GHDO�ZLWK�UDSLG�VRFLDO�FKDQJH��

6XFK�DQ�RXWFRPH²ZHUH�LW�WR�FRPH�WR�SDVV²ZRXOG�UHSUHVHQW�D�SURIRXQGO\�SHVVLPLVWLF�DQVZHU�WR�WKH�
TXHVWLRQ�ZKHWKHU�$PHULFDQ�OLEHUDO�GHPRFUDF\�FDQ�DVVLPLODWH�DQG�JLYH�SKLORVRSKLFDO�PHDQLQJ�WR�WKH�UHYROXWLRQ�LW�
LV�XQGHUJRLQJ��7KLV�PDWWHU�QRW�RQO\�KDV�UHOHYDQFH�IRU�WKH�8QLWHG�6WDWHV��LW�KDV�ODUJHU�LPSOLFDWLRQV��$PHULFDQ�
VXFFHVV�RU�IDLOXUH�PD\�SURYLGH�D�VLJQLILFDQW�LQGLFDWLRQ�ZKHWKHU�D�PRGHUQ�GHPRFUDF\�ZLWK�KLJKO\�HGXFDWHG�
FLWL]HQV�FDQ�VXFFHVVIXOO\�XQGHUJR�DQ�H[WHQVLYH�VRFLDO�FKDQJH�ZLWKRXW�ORVLQJ�LWV�HVVHQWLDOO\�GHPRFUDWLF�FKDUDFWHU��
)RUWXQDWHO\��WKH�$PHULFDQ�WUDQVLWLRQ�DOVR�FRQWDLQV�WKH�SRWHQWLDO�IRU�DQ�$PHULFDQ�UHGHPSWLRQ��

HPHUJHQFH�RI�D�VHSDUDWH�ODUJH�SURIHVVLRQDO�FDUHHU�RIILFHU�FRUSV ²LQ�RWKHU�ZRUGV��D�ZDUULRU�FDVWH��
�7KLV�FRXOG�DOVR�SURGXFH�D�KLVWRULFDO�SDUDGR[��7KH�WUDGLWLRQDOO\�GHPRFUDWLF�$PHULFDQ�VRFLHW\�FRXOG��EHFDXVH�RI�LWV�IDVFLQDWLRQ�ZLWK�WHFKQLFDO�
HIILFLHQF\��EHFRPH�DQ�H[WUHPHO\�FRQWUROOHG�VRFLHW\��DQG�LWV�KXPDQH�DQG�LQGLYLGXDOLVWLF�TXDOLWLHV�ZRXOG�WKHUHE\�EH�ORVW���6XFK�D�VRFLHW\�LV�WKH�
VXEMHFW�RI�.XUW�9RQ�QHJXW
V�QRYHO�3OD\HU�3LDQR���2Q�WKH�RWKHU�KDQG��WKH�FRPPXQLVW�FRXQWULHV��EHFDXVH�RI�WKHLU�RUJDQL]DWLRQDO�LQHIILFLHQF\�
DQG�WKH�JUDGXDO�ORRVHQLQJ�RI�SROLWLFDO�FRQWUROV��PLJKW�EHFRPH�PRUH�SUHRFFXSLHG�ZLWK�TXHVWLRQV�RI�KXPDQLVP��WKHLU�VRFLDOLVW�LQHIILFLHQF\��
FRPELQHG�ZLWK�WKHVH�PRUH�KXPDQH�FRQFHUQV��FRXOG�HYHQWXDOO\�SURGXFH�D�PRUH�IOH[LEOH�VRFLDO�RUGHU�LQ�VRPH�RI�WKHP��
,W�VKRXOG��KRZHYHU��EH�QRWHG�WKDW�WKLV�H[WUHPHO\�XQOLNHO\�SURVSHFW�LV�DSSOLFDEOH�RQO\�WR�WKH�PRUH�DGYDQFHG�FRPPXQLVW�FRXQWULHV��7KH�ZHLJKW�
RI�WKH�SROLWLFDO�WUDGLWLRQ�DQG�JUHDW�SRZHU�DVSLUDWLRQV�RI�WKH�5XVVLDQ�IRUP�RI�FRPPXQLVP��DV�ZHOO�DV�WKH�UHODWLYH�VRFLR�HFRQRPLF�
EDFNZDUGQHVV�RI�PRVW�FRPPXQLVW�VWDWHV��DUJXH�DJDLQVW�LW��)RU�D�FULWLTXH�RI�WKH�FRQFHSW�RI�FRQYHUJHQFH��L�H���WKH�HYROXWLRQ�RI�D�FRPPXQLVW�
V\VWHP�LQWR�D�WUDGLWLRQDO�OLEHUDO�GHPRFUDF\��VHH�WKH�FRQFOXGLQJ�FKDSWHU�RI�WKH�ERRN�,�ZURWH�ZLWK�6DPXHO�+XQWLQJWRQ��3ROLWLFDO�3RZHU��
86$�8665� 1HZ�<RUN�������
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3$57�9�
$PHULFD�DQG�WKH�:RUOG�

$PHULFD
V�UHODWLRQVKLS�ZLWK�WKH�ZRUOG�PXVW�UHIOHFW�$PHULFDQ�GRPHVWLF�YDOXHV�DQG�SUHRFFXSDWLRQV��$�
SURIRXQG�GLVFUHSDQF\�EHWZHHQ�WKH�H[WHUQDO�FRQGXFW�RI�D�GHPRFUDWLF�VRFLHW\�DQG�LWV�LQWHUQDO�QRUPV�LV�QR�ORQJHU�
SRVVLEOH��PDVV�FRPPXQLFDWLRQV�TXLFNO\�H[SRVH�WKH�JXOI�DQG�XQGHUFXW�WKH�VXSSRUW�QHHGHG�IRU�LWV�IRUHLJQ�SROLF\��
-XVW�DV�D�QDWLRQ�SUHRFFXSLHG�ZLWK�WKH�FRPPXQLVW�WKUHDW�DW�KRPH�FDQ�FRQGXFW�D�YLJRURXVO\�DQWL�FRPPXQLVW�SROLF\�
DEURDG��RU�D�QDWLRQ�IHDUIXO�RI�UHYROXWLRQ�FDQ�EHFRPH�LQWHQVHO\�LQYROYHG�LQ�FRXQWHUUHYROXWLRQDU\�DFWLYLW\��VR�D�
QDWLRQ�FRQFHUQHG�ZLWK�VRFLDO�MXVWLFH�DQG�WHFKQRORJLFDO�DGDSWDWLRQ�FDQQRW�KHOS�EXW�EHFRPH�VLPLODUO\�FRPPLWWHG�
RQ�DQ�LQWHUQDWLRQDO�OHYHO��

,Q�KLV 6HFRQG�7UHDWLVH�RQ�*RYHUQPHQW��-RKQ�/RFNH�ZURWH���������LQ�WKH�EHJLQQLQJ��DOO�WKH�ZRUOG�ZDV�
$PHULFD���7RGD\�DOO�WKH�ZRUOG�LV�$PHULFD��LQ�WKH�VHQVH�WKDW�$PHULFD�LV�WKH�ILUVW�WR�H[SHULHQFH�WKH�VRFLDO��
SV\FKRORJLFDO��SROLWLFDO��DQG�LGHRORJLFDO�GLOHPPDV�SURGXFHG�E\�PDQ
V�VXGGHQ�DFTXLVLWLRQ�RI�DOWRJHWKHU�
XQSUHFHGHQWHG�SRZHU�RYHU�KLV�HQYLURQPHQW�DQG�RYHU�KLPVHOI��7KH�WKLUG�$PHULFDQ�UHYROXWLRQ��RFFXUULQJ�LQ�DQ�HUD�
RI�YRODWLOH�EHOLHIV�DQG�RI�UDSLGO\�VSUHDGLQJ�WHFKQRORJLFDO�FKDQJH��WKXV�FOHDUO\�GLFWDWHV�$PHULFD
V�UROH��WKDW�RI�WKH�
VRFLDO�LQQRYDWRU��H[SORLWLQJ�VFLHQFH�LQ�WKH�VHUYLFH�RI�PDQ�EXW�ZLWKRXW�GRJPDWLFDOO\�SUHVFULELQJ�WKH�GHVWLQ\�RI�
PDQ��7KH�VXFFHVV�RI�$PHULFD�LQ�EXLOGLQJ�D�KHDOWK\�GHPRFUDWLF�VRFLHW\�ZRXOG�KROG�SURPLVH�IRU�D�ZRUOG�VWLOO�
GRPLQDWHG�E\�LGHRORJLFDO�DQG�UDFLDO�FRQIOLFWV��E\�HFRQRPLF�DQG�VRFLDO�LQMXVWLFH��$PHULFD
V�IDLOXUH�QRW�RQO\�ZRXOG�
EH�D�VHWEDFN�IRU�WUHQGV�XQGHU�ZD\�VLQFH�WKH�JUHDW�UHYROXWLRQV�RI�WKH�ODWH�HLJKWHHQWK�FHQWXU\�EXW�FRXOG�VLJQLI\�D�
PRUH�IXQGDPHQWDO�KXPDQ�IDLOXUH��PDQ
V�LQDELOLW\�WR�RYHUFRPH�KLV�EDVHU�LQVWLQFWV�DQG�KLV�FDSLWXODWLRQ�EHIRUH�WKH�
FRPSOH[LW\�DQG�SRZHU�RI�VFLHQFH��

���7KH�$PHULFDQ�)XWXUH�
,I�WKH�SUREOHPV�WKDW�FRQIURQW�$PHULFD�ZHUH�QHLWKHU�UHFRJQL]HG�QRU�DQWLFLSDWHG��WKH�LQKHUHQW�GDQJHUV�

ZRXOG�EH�HYHQ�JUHDWHU��6XFK�LV�QRW�WKH�FDVH��&RQWHPSRUDU\�$PHULFD�LV�SHUKDSV�PRUH�FDQGLGO\�FULWLFDO�DQG�PRUH�
GHPDQGLQJ�RI�LWVHOI�WKDQ�DQ\�RWKHU�VRFLHW\��QDWLRQDO�UHSRUWV�SLQSRLQWLQJ�WKH�VRFLHW\
V�IDLOXUHV��GHYDVWDWLQJ�
FULWLTXHV�RI�QDWLRQDO�VKRUWFRPLQJV��HODERUDWH�HIIRUWV�DW�VRFLDO�VWRFNWDNLQJ²DOO�UHIOHFW�D�PRUH�LQWURVSHFWLYH�DQG�
GHOLEHUDWHO\�VREHU�QDWLRQDO�PRRG��6WXGLHV�RI�WKH�IXWXUH��RUJDQL]HG�RQ�D�ODUJH�VFDOH��ERWK�E\�VSHFLDO�DFDGHPLF�
FRPPLVVLRQV�DQG�E\�ZHOO�HQGRZHG�SULYDWH�LQVWLWXWHV���LQGLFDWH�PRXQWLQJ�QDWLRQDO�UHFRJQLWLRQ�WKDW�WKH�IXWXUH�FDQ�
DQG�PXVW EH�SODQQHG��WKDW�XQOHVV�WKHUH�LV�D�PRGLFXP�RI�GHOLEHUDWH�FKRLFH��FKDQJH�ZLOO�UHVXOW�LQ�FKDRV���7KLV GRHV�
QRW�JXDUDQWHH�WKDW�D�QDWLRQDO�UHVSRQVH�ZLOO�DFWXDOO\�EH�PRXQWHG��EXW�LW�GRHV�LQGLFDWH�D�PRUH�SHUYDVLYH�DZDUHQHVV�
DPRQJ�OHDGLQJ�VHFWRUV�RI�VRFLHW\�RI�WKH�QHHG�IRU�D�GHOLEHUDWH�UHVSRQVH��

7KH�KLVWRULFDO�YLWDOLW\�RI�WKH�8QLWHG�6WDWHV�V\VWHP�GHULYHV�IURP�WKH�GHHSO\�URRWHG�FRPPLWPHQW�RI�WKH�
$PHULFDQ�SHRSOH�WR�WKH�LGHD�RI�GHPRFUDWLF�FKDQJH��7KH�$PHULFDQ�WUDGLWLRQ�RI�IUHH�GLDORJXH�DQG�RI�KLHUDUFKLFDOO\�
XQIHWWHUHG�H[SUHVVLRQ�RI�GLVDJUHHPHQW���KDV�EHHQ�DQ�LPSRUWDQW�IDFWRU�LQ�GHYHORSLQJ�WKLV�UHVSRQVLYHQHVV�WR�FKDQJH��
LW�KDV�PDGH�LW�SRVVLEOH�WR�H[SORLW�SURWHVW�PRYHPHQWV��DQG�WKHUHE\�UHQGHU�WKHP�KLVWRULFDOO\�VXSHUIOXRXV��E\�
DGDSWLQJ�DQG�DGRSWLQJ�WKHLU�SURJUDPV��7KLV�LV�WR�GHQ\�QHLWKHU�WKH�HOHPHQW�RI�YLROHQFH�LQ�$PHULFDQ�KLVWRU\�QRU�WKH�
RIW�QRWHG�FRQVHUYDWLVP�RI�WKH�HOHFWRUDWH��1HYHUWKHOHVV��WKH�IXQGDPHQWDO�UHDOLW\�RI�$PHULFDQ�OLIH�KDV�EHHQ�WKH�
DVVLPLODWLRQ�RI�WKH�UDSLG�FKDQJH�LQGXFHG�E\�WKH�IURQWLHU��E\�LPPLJUDWLRQ��DQG�E\�LQGXVWULDO�JURZWK��$�G\QDPLF�
VRFLR�HFRQRPLF�UHDOLW\�KDV�EOHQGHG�ZLWK�D�FHUWDLQ�SROLWLFDO�FRQVHUYDWLVP�DQG�FUHDWHG�D�SOXUDOLVW�VRFLR�SROLWLFDO�
V\VWHP�WKDW�KDV�LQ�WKH�SDVW�SURYHQ�LWVHOI�WR�EH�UHPDUNDEO\�UHVLOLHQW�LQ�DEVRUELQJ�H[WUDRUGLQDU\�FKDQJH��LW�SRVVHVVHV�
D�VWUXFWXUDO�TXDOLW\�FDSDEOH�RI�JHQHUDWLQJ�DQG�GHFLSKHULQJ�ZDUQLQJ�VLJQDOV�RI�PRXQWLQJ�VRFLDO�VWUHVV��

7RGD\
V�$PHULFD�KDV�VHW�KLJKHU�VWDQGDUGV�IRU�LWVHOI�WKDQ�KDV�DQ\�RWKHU�VRFLHW\��LW�DLPV�DW�FUHDWLQJ�UDFLDO�
KDUPRQ\�RQ�WKH�EDVLV�RI�HTXDOLW\��DW�DFKLHYLQJ�VRFLDO�ZHOIDUH�ZKLOH�SUHVHUYLQJ�SHUVRQDO�OLEHUW\��DW�HOLPLQDWLQJ�
SRYHUW\�ZLWKRXW�VKDFNOLQJ�LQGLYLGXDO�IUHHGRP��7HQVLRQV�LQ�WKH�8QLWHG�6WDWHV�PLJKW�EH�OHVV�ZHUH�LW�WR�VHHN�OHVV²�
EXW�LQ�LWV�DPELWLRXV�JRDOV�$PHULFD�UHWDLQV�LWV�LQQRYDWLYH�FKDUDFWHU��

7KRXJK�WKH�1HZ�/HIW²DQG�SDUWLFXODUO\�WKH�9LROHQW�/HIW²KDV�WHPSRUDULO\�VHUYHG�WR�IRUWLI\�VRFLDOO\�
FRQVHUYDWLYH�RU�HYHQ�UHDFWLRQDU\�WUHQGV��WKH�LPSDWLHQFH�RI�WKH�\RXQJ�LV�PRUH�DQG�PRUH�OLNHO\�WR�SHUPHDWH�WKH�
VRFLR�SROLWLFDO�V\VWHP��HVSHFLDOO\�DV�WKH\�EHJLQ�WR�RFFXS\�PRUH�LQIOXHQWLDO�SRVLWLRQV�DQG�PDNH�LW�PRUH�UHVSRQVLYH�
WR�WKH�QHHG�IRU�FKDQJH�DQG�UHIRUP��0RUHRYHU��WKH�LQFUHDVLQJO\�LQWHUQDWLRQDO�H[SHULHQFH�RI�WKH�$PHULFDQ�
LQWHOOHFWXDO�DQG�EXVLQHVV�HOLWH�KDV�DOUHDG\�SURPSWHG�D�JUHDWHU�LQFOLQDWLRQ�WR�FRQVLGHU�FRQWHPSRUDU\�SUREOHPV�
ZLWKLQ�D�ODUJHU�IUDPHZRUN��WKHUHE\�GUDZLQJ�OHVVRQV�IRU�WKH�8QLWHG�6WDWHV�IURP�ERWK�WKH�SROLWLFDO�HYROXWLRQ�DQG�

�7KH�FRQFHUQ�LV�QRW�OLPLWHG�WR�LQWHOOHFWXDOV�EXW�LQFOXGHV�EXVLQHVVPHQ�DV�ZHOO��7KXV��LQ�0DUFK������)RUWXQH XQYHLOHG�D�SODQ�WR�UHPHG\�WKH�
FRQGLWLRQ�RI��D�VHFRQG�UDWH�QDWLRQ�ZLWK�D�FLYLOL]DWLRQ�RQO\�KDOI�EXLOW���RIIHULQJ�D�SUR�JUDP�IRU�H[WHQVLYH�UHKDELOLWDWLRQ�RI�WKH�QDWLRQ��,W�ZRXOG�
UHTXLUH�D�PDVVLYH�SXEOLF�DQG�SULYDWH�HIIRUW��
6HH�DOVR�D�PRUH�H[WHQVLYH�VWXG\�E\�/HRQDUG�$��/HFKW��*RDOV��3ULRULWLHV�DQG�'ROODUV��7KH�1H[W�'HFDGH �1HZ�<RUN���������ZKLFK�RXWOLQHV�LQ�
H[WUDRUGLQDU\�GHWDLO�D�SODQ�IRU�DOORFDWLQJ�WKH�*13�IRU�YDULRXV�WDVNV�RI�QDWLRQDO�UHQHZDO��ZLWK�VSHFLDO�FRQFHQWUDWLRQ�RQ�WKH�VFLHQWLILF��
WHFKQRORJLFDO�DQG�HFRORJLFDO�VWUXFWXUH�RI�VRFLHW\�
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WKH�VRFLDO�LQQRYDWLRQ�RI�RWKHU�DGYDQFHG�FRXQWULHV���$V�D�UHVXOW��PRUH�$PHULFDQV�UHFRJQL]H�WKDW�WKH�WZR�EURDG�
DUHDV�RI�QHHGHG�DQG²LW�LV�WR�EH�KRSHG²GHYHORSLQJ�FKDQJH�LQYROYH�WKH�LQVWLWXWLRQDO�DQG�WKH�FXOWXUDO�DVSHFWV�RI�
$PHULFDQ�VRFLHW\��7KH�IRUPHU�ODUJHO\��WKRXJK�QRW�H[FOXVLYHO\��SHUWDLQV�WR�WKH�SROLWLFDO�VSKHUH��WKH�ODWWHU�WR�WKH�
HGXFDWLRQDO�GRPDLQ��SDUWLFXODUO\�DV�LW�FRQFHUQV�WKH�FRQWHQW�DQG�WKH�VKDSLQJ�RI�QDWLRQDO�YDOXHV��0RUH�GHOLEHUDWH�
FKDQJH�LQ�ERWK�UHDOPV�ZRXOG�VHUYH�DV�D�FDWDO\VW�IRU�UHIRUP�LQ�RWKHU�DUHDV�RI�QDWLRQDO�OLIH��SURYLGLQJ�ERWK�WKH�
IUDPHZRUN�DQG�WKH�PRWLYDWLRQ�IRU� WKH�WLPHO\�DGRSWLRQ�RI�QHHGHG�UHPHGLHV��

3DUWLFLSDWRU\�3OXUDOLVP�
7KH�DSSURDFKLQJ�WZR�KXQGUHGWK�DQQLYHUVDU\�RI�WKH�'HFODUDWLRQ�RI�,QGHSHQGHQFH�FRXOG�MXVWLI\�WKH�FDOO�

IRU�D�QDWLRQDO�FRQVWLWXWLRQDO�FRQYHQWLRQ�WR�UH�H[DPLQH�WKH�QDWLRQ
V�IRUPDO�LQVWLWXWLRQDO�IUDPHZRUN��(LWKHU������RU�
����²WKH�WZR�KXQGUHGWK�DQQLYHUVDU\�RI�WKH�&RQVWLWXWLRQ²FRXOG�VHUYH�DV�D�VXLWDEOH�WDUJHW�GDWH�IRU�FXOPLQDWLQJ�D�
QDWLRQDO�GLDORJXH�RQ�WKH�UHOHYDQFH�RI�H[LVWLQJ�DUUDQJHPHQWV��WKH�ZRUNLQJV�RI�WKH�UHSUHVHQWDWLYH�SURFHVV��DQG�WKH�
GHVLUDELOLW\�RI�LPLWDWLQJ�WKH�YDULRXV�(XURSHDQ�UHJLRQDOL]DWLRQ�UHIRUPV�DQG�RI�VWUHDPOLQLQJ�WKH�DGPLQLVWUDWLYH�
VWUXFWXUH���0RUH�LPSRUWDQW�VWLOO��HLWKHU�GDWH�ZRXOG�SURYLGH�D�VXLWDEOH�RFFDVLRQ�IRU�UHGHILQLQJ�WKH�PHDQLQJ�RI�
PRGHUQ�GHPRFUDF\²D�WDVN�DGPLWWHGO\�FKDOOHQJLQJ�EXW�QRW�QHFHVVDULO\�PRUH�VR�WKDQ�ZKHQ LW�ZDV�XQGHUWDNHQ�E\�
WKH�IRXQGLQJ�IDWKHUV²DQG�IRU�VHWWLQJ�DPELWLRXV�DQG�FRQFUHWH�VRFLDO�JRDOV����

5HDOLVP��KRZHYHU��IRUFHV�XV�WR�UHFRJQL]H�WKDW�WKH�QHFHVVDU\�SROLWLFDO�LQQRYDWLRQ�ZLOO�QRW�FRPH�IURP�
GLUHFW�FRQVWLWXWLRQDO�UHIRUP��GHVLUDEOH�DV�WKDW�ZRXOG�EH��Á�7KH�QHHGHG�FKDQJH�LV�PRUH�OLNHO\�WR�GHYHORS�
LQFUHPHQWDOO\�DQG�OHVV�RYHUWO\��1RQHWKHOHVV��LWV�HYHQWXDO�VFRSH�PD\�EH�IDU�UHDFKLQJ��HVSHFLDOO\�DV�WKH�SROLWLFDO�
SURFHVV�JUDGXDOO\�DVVLPLODWHV�VFLHQWLILF�WHFKQRORJLFDO�FKDQJH��7KXV��LQ�WKH�SROLWLFDO�VSKHUH�WKH�LQFUHDVHG�IORZ�RI�
LQIRUPDWLRQ�DQG�WKH�GHYHORSPHQW�RI�PRUH�HIILFLHQW�WHFKQLTXHV�RI�FRRUGLQDWLRQ�PD\�PDNH�SRVVLEOH�JUHDWHU�
GHYROXWLRQ�RI�DXWKRULW\�DQG�UHVSRQVLELOLW\�WR�WKH�ORZHU�OHYHOV�RI�JRYHUQPHQW�DQG�VRFLHW\��,Q�WKH�SDVW�WKH�GLYLVLRQ�
RI�SRZHU�KDV�WUDGLWLRQDOO\�FDXVHG�SUREOHPV�RI�LQHIILFLHQF\��SRRU�FRRUGLQDWLRQ��DQG�GLVSHUVDO�RI�DXWKRULW\��EXW�
WRGD\�WKH�QHZ�FRPPXQLFDWLRQV�DQG�FRPSXWDWLRQ�WHFKQLTXHV�PDNH�SRVVLEOH�ERWK�LQFUHDVHG�DXWKRULW\�DW�WKH�ORZHU�
OHYHOV�DQG�DOPRVW LQVWDQW�QDWLRQDO�FRRUGLQDWLRQ����7KH�UDSLG WUDQVIHUUDO�RI�LQIRUPDWLRQ��FRPELQHG�ZLWK�KLJKO\�
DGYDQFHG�DQDO\WLFDO�PHWKRGV��ZRXOG�DOVR�PDNH�SRVVLEOH�EURDG�QDWLRQDO�SODQQLQJ²LQ�WKH�ORRVHU�)UHQFK�VHQVH�RI�
WDUJHW GHILQLWLRQ²QRW�RQO\�FRQFHQWUDWLQJ�RQ�HFRQRPLF�JRDOV�EXW�PRUH�FOHDUO\�GHILQLQJ�HFRORJLFDO�DQG�FXOWXUDO�
REMHFWLYHV��

7HFKQRORJLFDO�GHYHORSPHQWV�PDNH�LW�FHUWDLQ�WKDW�PRGHUQ�VRFLHW\�ZLOO�UHTXLUH�PRUH�DQG�PRUH�SODQQLQJ��
'HOLEHUDWH�PDQDJHPHQW�RI�WKH�$PHULFDQ�IXWXUH�ZLOO�EHFRPH�ZLGHVSUHDG��ZLWK�WKH�SODQQHU�HYHQWXDOO\�GLVSODFLQJ�
WKH�ODZ\HU�DV�WKH�NH\ VRFLDO�OHJLVODWRU�DQG�PDQLSXODWRU��7KLV�ZLOO�SXW�D�JUHDWHU�HPSKDVLV�RQ�GHILQLQJ�JRDOV�DQG��
E\�WKH�VDPH�WRNHQ��RQ�D�PRUH�VHOI�FRQVFLRXV�SUHRFFXSDWLRQ�ZLWK�VRFLDO�HQGV��+RZ�WR�FRPELQH�VRFLDO�SODQQLQJ�
ZLWK�SHUVRQDO�IUHHGRP�LV�DOUHDG\�HPHUJLQJ�DV�WKH�NH\�GLOHPPD�RI�WHFKQH�WURQLF�$PHULFD��UHSODFLQJ�WKH�LQGXVWULDO�
DJH
V�SUHRFFXSDWLRQ�ZLWK�EDODQFLQJ�VRFLDO�QHHGV�DJDLQVW�UHTXLUHPHQWV�RI�IUHH�HQWHUSULVH��

7KH�VWUHQJWKHQLQJ�RI�ORFDO��HVSHFLDOO\�PHWURSROLWDQ��JRYHUQPHQW�LV�DOUHDG\�UHFRJQL]HG�DV�DQ�XUJHQW�
QHFHVVLW\�IRU�WKH�GHPRFUDWLF�SURFHVV�LQ�WKH�8QLWHG�6WDWHV��7KH�GHYROXWLRQ�RI�ILQDQFLDO�UHVSRQVLELOLW\�WR�ORZHU�
HFKHORQV�RI�WKH�SROLWLFDO�V\VWHP�PD\�HQFRXUDJH�ERWK�WKH�IORZ�RI�EHWWHU�WDOHQW�DQG�JUHDWHU�ORFDO�SDUWLFLSDWLRQ�LQ�
PRUH�LPSRUWDQW�ORFDO�GHFLVLRQ�PDNLQJ��1DWLRQDO�FRRUGLQDWLRQ�DQG�ORFDO�SDUWLFLSDWLRQ�FRXOG�WKXV�EH�ZHGGHG�E\�
QHZ�V\VWHPV�RI�FRRUGLQDWLRQ��7KLV�KDV�DOUHDG\�EHHQ�WULHG�VXFFHVVIXOO\�E\�VRPH�ODUJH�EXVLQHVVHV��

7KH�WUHQG�WRZDUG�PRUH�FRRUGLQDWLRQ�EXW�OHVV�FHQWUDOL]DWLRQ�ZRXOG�EH�LQ�NHHSLQJ�ZLWK�WKH�$PHULFDQ�
WUDGLWLRQ�RI�EOXUULQJ�VKDUS�GLVWLQFWLRQV�EHWZHHQ�SXEOLF�DQG�SULYDWH�LQVWLWXWLRQV��,QVWLWXWLRQV�VXFK�DV�79$�RU�WKH�
)RUG�)RXQGDWLRQ�SHUIRUP�IXQFWLRQV�GLIILFXOW�IRU�PDQ\�(XURSHDQV�WR�XQGHUVWDQG��VLQFH�WKH\�DUH�PRUH�DFFXVWRPHG�
HLWKHU�WR�GLIIHUHQWLDWH�VKDUSO\�EHWZHHQ�WKH�SXEOLF�VSKHUH�DQG�WKH�SULYDWH��DV�KDV�EHHQ�W\SLFDO�RI�WKH�LQGXVWULDO�DJH�
RU�WR�VXERUGLQDWH�WKH�SULYDWH�WR�WKH�SXEOLF��DV�LV�IDYRXUHG�E\�WKH�VRFLDOLVWV�DQG�VRPH�OLEHUDOV��RU�WR�DEVRUE�WKH�
SULYDWH�E\�WKH�SXEOLF��DV�KDV�EHHQ�WKH�FDVH�LQ�FRPPXQLVW�VWDWHV���

$W�RQH�WLPH�WKH�TXHVWLRQ�RI�RZQHUVKLS�ZDV�WKH�GHFLVLYH�VRFLDO�DQG�SROLWLFDO�LVVXH�RI�D�VRFLHW\�
XQGHUJRLQJ�PRGHUQL]DWLRQ��7KH�IRUPV�RI�ODQG�RZQHUVKLS�FXVWRPDU\�LQ�WKH�IHXGDO�DJULFXOWXUDO�DJH�ZHUH�H[WHQGHG�
WKURXJK�IRUFH�RI�KDELW�DV�ZHOO�DV�KLVWRULFDO�DFFRPPRGDWLRQ�LQWR�WKH�LQGXVWULDO�DJH��RZQLQJ�D�IDFWRU\�ZDV�VHHQ�DV�
EHLQJ�ODUJHO\�WKH�VDPH�DV�RZQLQJ�D�SLHFH�RI�ODQG��7KLV�HYHQWXDOO\�OHG�WR�D�VHYHUH�FRQIOLFW�EHWZHHQ�ROG�IRUPV�DQG�

�)RU�H[DPSOH��LW�LV�QRZ�PRUH�FDQGLGO\�DGPLWWHG�WKDW�$PHULFD�KDV�PXFK�WR�OHDUQ�IURP�:HVWHUQ�(XURSH�LQ�PHWURSROLWDQ�SODQQLQJ��LQ�ORFDO�
XUEDQ�SODQQLQJ��LQ�UHJLRQDOL]DWLRQ��LQ�WKH�GHYHORSPHQW�RI�QHZ�WRZQV��DQG�LQ�VRFLDO�DQG�OHJDO�LQQRYDWLRQ��
�� )RU�H[DPSOH�������FRXOG�SURYLGH�D�WDUJHW�GDWH�IRU�D�PDVVLYH�HIIRUW�WR�WHUPLQDWH�SRYHUW\�DV�FXUUHQWO\�GHILQHG��RU�WR�EULQJ�1HJUR�HGXFDWLRQ�XS�
WR�WKH�QDWLRQDO�DYHUDJH��������IRU�HFRORJLFDO�WDUJHWV��
Á� )RU�H[DPSOH��RQH�VLPSOH²WKRXJK�DGPLWWHGO\�XQDWWDLQDEOH²FRQVWLWXWLRQDO�UHIRUP�ZRXOG�JR�D�ORQJ�ZD\�WRZDUG�PDNLQJ�&RQJUHVV�PRUH�
UHVSRQVLYH�WR�VRFLDO�HYROXWLRQ��WKH�SDVVDJH�RI�D�FRQJUHVVLRQDO�HTXLYDOHQW�RI�WKH�7ZHQW\�VHFRQG�$PHQGPHQW�OLPLWLQJ�WKH�SUHVLGHQWLDO�WHUP�RI�
RIILFH��
��7KHVH�WHFKQLTXHV�FRXOG�DOVR�EH�XVHG�WR�LPSURYH�HOHFWRUDO�SURFHGXUHV�DQG�WR�SURYLGH�IRU�FORVHU�FRQVXOWDWLRQ�EHWZHHQ�WKH�SXEOLF�DQG�LWV�
UHSUHVHQWDWLYHV��([LVWLQJ�HOHFWRUDO�PDFKLQHU\�LQ�WKH�8QLWHG�6WDWHV²LQ�UHJDUG�WR�ERWK�UHJLVWUDWLRQ�DQG�YRWLQJ�SURFHGXUH²KDV�VLPSO\�QRW�NHSW�
XS�ZLWK�LQQRYDWLRQ�LQ�HOHFWURQLF�FRPPXQLFDWLRQV�DQG�FRPSXWDWLRQ��5HIRUPV��VXFK�DV�HOHFWURQLF�KRPH�YRWLQJ�FRQVROHV��WR�PDNH�LW�SRVVLEOH�
IRU�UHSUHVHQWDWLYHV�RI�WKH�SXEOLF�WR�FRQVXOW�WKHLU�FRQVWLWXHQWV�UDSLGO\��DQG�IRU�WKHVH�FRQVWLWXHQWV�WR�H[SUHVV�WKHLU�YLHZV�HDVLO\��DUH�ERWK�
WHFKQLFDOO\�SRVVLEOH�DQG�OLNHO\�WR�GHYHORS�LQ�YLHZ�RI�JURZLQJ�GLVVDWLVIDFWLRQ�ZLWK�SUHVHQW�PDFKLQHU\��0RUH�LQWHQVH�FRQVXOWDWLRQ��QRW�
QHFHVVDULO\�RQO\�RQ�WKH�QDWLRQDO�OHYHO�RU�RQO\�LQ�UHJDUG�WR�SROLWLFDO�LQVWLWXWLRQV��ZRXOG�IXUWKHU�HQKDQFH�WKH�UHVSRQVLYHQHVV�RI�WKH�$PHULFDQ�
VRFLDO�DQG�SROLWLFDO�V\VWHP�
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PRGHV�RI�HYDOXDWLQJ�LQGLYLGXDO�ULJKWV�DQG�WKH�QHZ�UHTXLUHPHQWV�RI�LQGXVWULDO�RUJDQL]DWLRQ��RI�FROOHFWLYH�
HPSOR\HH�ULJKWV��DQG�RI�FKDQJHG�VRFLRSROLWLFDO�LQVWLWXWLRQV��6RFLDOLVP�ZDV�RQH�H[WUHPH�VROXWLRQ��LQ�WKH�PRUH�
DGYDQFHG�:HVW�GHSHUVRQDOL]HG�FRUSRUDWH�RZQHUVKLS�DQG�WKH�OLPLWHG�VKDULQJ�RI�DXWKRULW\�ZLWK�RUJDQL]HG�ODERU�
ZDV�WKH�JHQHUDO�SDWWHUQ�RI�DFFRPPRGDWLRQ��7KH�TXHVWLRQ�RI�RZQHUVKLS�ZDV�WKXV�UHGHILQHG�LQWR�RQH�RI�FRQWURO�DQG�
UHJXODWLRQ��ZKLOH�WKH�LVVXH�RI�H[SORLWDWLRQ�DVVRFLDWHG�ZLWK�RZQHUVKLS�ZDV�UHSODFHG�E\�QHZ�SUREOHPV�FRQFHUQLQJ�
WKH�HFRQRPLF�SDUWLFLSDWLRQ�DQG�SV\FKRORJLFDO�ZHOO�EHLQJ�RI�WKH�HPSOR\HG��

,Q�WKH�SURFHVV��HYHQ�LQ�$PHULFD�WKH�IHGHUDO�JRYHUQPHQW�HPHUJHG�DV�WKH�NH\�LQVWLWXWLRQ�IRU�UHVWUXFWXULQJ�
VRFLDO�UHODWLRQV��DQG�WKH�TXHVWLRQ�RI�WKH�H[WHQW�RI�WKH�VWDWH
V�UROH�LQ�HFRQRPLF�DIIDLUV�EHFDPH�FUXFLDO��8QOLNH�WKH�
DJULFXOWXUDO�DJH��GXULQJ�ZKLFK�IHZ�VWDWH�LQVWLWXWLRQV�ZHUH�LQYROYHG�LQ�RUJDQL]LQJ�DQG�DVVLVWLQJ�PDQ
V�GDLO\�
H[LVWHQFH��WKH�LQGXVWULDO�DJH�SURGXFHG�ERWK�JUHDWHU�RSSRUWXQLWLHV�IRU�QDWLRQDO�GLUHFWLRQ�DQG�D�JUHDWHU�VRFLDO�
GHPDQG�IRU�JRYHUQPHQW�LPSRVHG�VRFLDO�MXVWLFH��0RUH�FHQWUDOL]HG�GLUHFWLRQ�E\�WKH�VWDWH�VHHPHG�WKH�RQO\�
DOWHUQDWLYH�WR�FKDRV�DQG�WKH�RQO\�UHVSRQVH�WR�VRFLDO�LQMXVWLFH��

2XU�DJH�KDV�EHHQ�PRYLQJ�WRZDUG�D�QHZ�SDWWHUQ��EOXUULQJ�GLVWLQFWLRQV�EHWZHHQ�SXEOLF�DQG�SULYDWH�ERGLHV�
DQG�HQFRXUDJLQJ�PRUH�FURVV�SDUWLFLSDWLRQ�LQ�ERWK�E\�WKHLU�HPSOR\HHV�DQG�PHPEHUV��,Q�(XURSH�FR�GHWHUPLQDWLRQ�
QRW�RQO\�KDV�LQYROYHG�SURILW�VKDULQJ�EXW�KDV�LQFUHDVLQJO\�OHG�WR�SDUWLFLSDWLRQ�LQ�SROLF\PDNLQJ��SUHVVXUHV�LQ�WKH�
VDPH�GLUHFWLRQ�DUH�FOHDUO\�EXLOGLQJ�XS�LQ�WKH�8QLWHG�6WDWHV�DV�ZHOO��$W�WKH�VDPH�WLPH��WKH�ZLGHQLQJ�VRFLDO�
SHUVSHFWLYHV�RI�WKH�$PHULFDQ�EXVLQHVV�FRPPXQLW\�DUH�OLNHO\�WR�LQFUHDVH�WKH�LQYROYHPHQW�RI�EXVLQHVV�H[HFXWLYHV�
LQ�VRFLDO�SUREOHPV��WKHUHE\�PHUJLQJ�SULYDWH�DQG�SXEOLF�DFWLYLW\�RQ�ERWK�WKH�ORFDO�DQG�WKH�QDWLRQDO�OHYHOV��7KLV�
PLJKW�LQ�WXUQ�PDNH�IRU�PRUH�HIIHFWLYH�VRFLDO�DSSOLFDWLRQ�RI�WKH�QHZ�PDQDJHPHQW�WHFKQLTXHV��ZKLFK��XQOLNH�
EXUHDXFUDWL]HG��JRYHUQPHQWDO�SURFHGXUHV���KDYH��SURYHG��ERWK��HIILFLHQW�DQG�UHVSRQVLYH WR�H[WHUQDO�VWLPXOL���
6XFK�SDUWLFLSDWRU\�SOXUDOLVP�PD\�SURYH�UHDVRQDEO\�HIIHFWLYH�LQ�VXERUGLQDWLQJ�VFLHQFH�DQG�WHFKQRORJ\�WR�VRFLDO�
HQGV��,Q�WKH�SDVW�IRU�VRPH�WKH�LQWURGXFWLRQ�RI�WKH�PDFKLQH�ZDV�WKH�EHJLQQLQJ�RI�XWRSLD��IRU�RWKHUV�LW�PHDQW�WKH�
XQOHDVKLQJ�RI�HYLO��6LPLODUO\��WRGD\�WHFKQRORJ\�LV�VHHQ�E\�VRPH�PRGHUQ�FRQVHUYDWLYHV�DV�WKH�EHJLQQLQJ�RI�D�
KDSS\�QHZ�DJH�EHFDXVH�LW�SURPLVHV�WR�IUHH�PDQ�IURP�PDQ\�VRFLDO�SUREOHPV��ZKLOH�IRU�WKH�1HZ�/HIW�WHFKQHWURQLFV�
LV�UHSODFLQJ�SURSHUW\�DV�WKH�V\PERO�RI�VRFLDO�HYLO����<HW�WKH�FUXFLDO�LVVXH�UHPDLQV�WKH�HQGV�WR ZKLFK�VFLHQFH�DQG�
WHFKQRORJ\�DUH�DSSOLHG��DQG�D�VRFLHW\�LQ�ZKLFK�HIIHFWLYH�FRRUGLQDWLRQ�LV�FRPELQHG�ZLWK�GHFHQWUDOL]DWLRQ�LV�PRUH�
OLNHO\�WR�FU\VWDOOL]H�WKH�QHFHVVDU\�GLVFXVVLRQ�DQG�UHIOHFWLRQ��6FLHQWLILF�H[SHUWLVH�FDQ�WKHQ�EH�PRELOL]HG�IRU�VRFLDO�
HQGV�ZLWKRXW�JUDQWLQJ�VFLHQWLVWV�D�GRPLQDWLQJ�SROLWLFDO�UROH�EHFDXVH�RI�WKHLU�VFLHQWLILF�FUHGHQWLDOV����3DUWLFLSDWRU\�
SOXUDOLVP�ZLOO DXWRPDWLFDOO\�HQVXUH�QHLWKHU�SROLWLFDO�ZLVGRP�QRU�VRFLDO�UHVSRQVLELOLW\��EXW�LW�PLJKW�PDNH�IRU�D�
VRFLHW\�WKDW�PRUH�QHDUO\�DSSURDFKHV�ERWK��

$QWLFLSDWLRQ�RI�WKH�VRFLDO�HIIHFWV�RI�WHFKQRORJLFDO�LQQRYDWLRQ�RIIHUV�D�JRRG�H[DPSOH�RI�WKH�QHFHVVDU\�
IRUPV�RI�FURVV�LQVWLWXWLRQDO�FRRSHUDWLRQ��2QH�RI�WKH�QDWLRQ
V�PRVW�XUJHQW�QHHGV�LV�WKH�FUHDWLRQ�RI�D�YDULHW\�RI�
PHFKDQLVPV�WKDW�OLQN�QDWLRQDO�DQG�ORFDO�JRYHUQPHQWV��DFDGHPLD��DQG�WKH�EXVLQHVV�FRPPXQLW\��WKHUH�WKH�H[DPSOH�
RI�1$6$�PD\�EH�HVSHFLDOO\�UHZDUGLQJ��LQ�WKH�WDVN�RI�HYDOXDWLQJ�QRW�RQO\�WKH�RSHUDWLRQDO�HIIHFWV�RI�WKH�QHZ�
WHFKQRORJLHV�EXW�WKHLU�FXOWXUDO�DQG�SV\FKRORJLFDO�HIIHFWV��$�VHULHV�RI QDWLRQDO�DQG�ORFDO�FRXQFLOV²QRW�UHVWULFWHG�
WR�VFLHQWLVWV�EXW�PDGH�XS�RI�YDULRXV�VRFLDO�JURXSV��LQFOXGLQJ�WKH�FOHUJ\²ZRXOG�EH�LQ�NHHSLQJ�ZLWK�ERWK�WKH�QHHG�
DQG�WKH�HPHUJLQJ�SDWWHUQ�RI�VRFLDO�UHVSRQVH�WR�FKDQJH�Á� 7KH�WUHQG�WRZDUG�WKH�SURJUHVVLYH�EUHDNGRZQ�RI VKDUS�

�7KLV�LV�HVSHFLDOO\�LURQLF�VLQFH�WKH�JRYHUQPHQW�KDV�VSRQVRUHG�WKH�WUDQVIHU�RI�PDQ\�WHFKQRORJLFDO�LQQRYDWLRQV�IURP�GHIHQVH�WR�SULYDWH�
LQGXVWU\��VHH�5��/HVWHU�DQG�*��+RZLFN��$VVHVVLQJ�7HFKQRORJ\�7UDQVIHU� 1$6$��:DVKLQJWRQ��'�&���������HVSHFLDOO\�SS��������������DQG������
$W�WKH�VDPH�WLPH��WKH LQWHUQDO EXUHDXFUDWLF�SURFHGXUHV�RI�PDQ\�JRYHUQPHQW�DJHQFLHV�ODJ�LQ�WHFKQRORJLFDO�LQQRYDWLRQ�DV�FRPSDUHG�ZLWK�PDMRU�
EDQNV�RU�FRUSRUDWLRQV��%XUHDXFUDWLF�ULJLGLW\�DSSHDUV�WR�EH�D�IXQFWLRQ�RI�VL]H�DQG�KLHUDUFK\��$�VWXG\�E\�VL[WHHQ�OHDGLQJ�UHVHDUFK�DGPLQLVWUDWRUV�
UHSRUWHG�LQ�WKH�VSULQJ�RI������WKDW�VPDOO��LQGHSHQGHQW�FRPSDQLHV�KDYH�EHHQ�PXFK�PRUH�LQQRYDWLYH�WHFKQRORJLFDOO\�WKDQ�ODUJH�FRPSDQLHV��VHH�
3HWHU�'UXFNHU��7KH�$JH�RI�'LVFRQWLQXLW\� 1HZ�<RUN��������S�������
��2Q�WKH�FRPSOH[�TXHVWLRQ�RI�WKH�UROH�RI�VFLHQWLVWV�LQ�SROLF\PDNLQJ��FRPPHQWV�E\�'RQ�.��3ULFH�LQ 7KH�6FLHQWLILF�(VWDWH �&DPEULGJH��0DVV���
������DQG�E\�6DQIRUG�$��/DNRII�DQG�-��6WHIDQ�'XSUH�LQ 6FLHQFH�DQG�WKH�1DWLRQ��3ROLF\�DQG�3ROLWLFV �(QJOHZRRG�&OLIIV��1�-���������DUH�
HVSHFLDOO\�SHUWLQHQW��
7KHUH�LV�QR�UHDVRQ�WR�EHOLHYH�WKDW�VFLHQWLILF�FRPSHWHQFH�LV�VXIILFLHQW�IRU�UHOHYDQW�MXGJPHQWV�FRQFHUQLQJ�DOO�DUHDV�RI�VRFLDO�H[LVWHQFH�RU�SXEOLF�
SROLF\��,QGHHG��WKRXJK�VRPHZKDW�H[DJJHUDWHG��WKH�REVHUYDWLRQV�RI�D�)UHQFK�VRFLDO�WKLQNHU�RQ�WKH�GDQJHUV�RI�H[FHVVLYH�GHIHUHQFH�WR�WKH�
QRQVFLHQWLILF�RSLQLRQV�RI�VFLHQWLVWV�KDYH�VRPH�PHULW��
�:H�DUH�IRUFHG�WR�FRQFOXGH�WKDW�RXU�VFLHQWLVWV�DUH�LQFDSDEOH�RI�DQ\�EXW�WKH�HPSWLHVW�SODWLWXGHV�ZKHQ�WKH\�VWUD\�IURP�WKHLU�VSHFLDOWLHV��,W�PDNHV�
RQH�WKLQN�EDFN�RQ�WKH�FROOHFWLRQ�RI�PHGLRFULWLHV�DFFXPXODWHG�E\�(LQVWHLQ�ZKHQ�KH�VSRNH�RI�*RG��WKH�VWDWH��SHDFH��DQG�WKH�PHDQLQJ�RI OLIH��,W�
LV�FOHDU�WKDW�(LQVWHLQ��H[WUDRUGLQDU\�PDWKHPDWLFDO�JHQLXV�WKDW�KH�ZDV��ZDV�QR�3DVFDO��KH�NQHZ�QRWKLQJ�RI�SROLWLFDO�RU�KXPDQ�UHDOLW\��RU��LQ�IDFW��
DQ\WKLQJ�DW�DOO�RXWVLGH�KLV�PDWKHPDWLFDO�UHDFK��7KH�EDQDOLW\�RI�(LQVWHLQ
V�UHPDUNV�LQ�PDWWHUV�RXWVLGH�KLV�VSHFLDOW\�LV�DV�DVWRQLVKLQJ�DV�KLV�
JHQLXV�ZLWKLQ�LW��,W�VHHPV�DV�WKRXJK�WKH�VSHFLDOL]HG�DSSOLFDWLRQ�RI�DOO�RQH
V�IDFXOWLHV�LQ�D�SDUWLFXODU�DUHD�LQKLELWV�WKH�FRQVLGHUDWLRQ�RI�WKLQJV�LQ�
JHQHUDO��(YHQ�-��5REHUW�2SSHQKHLPHU��ZKR�VHHPV�UHFHSWLYH�WR�D�JHQHUDO�FXOWXUH��LV�QRW�RXWVLGH�WKLV�MXGJPHQW��+LV�SROLWLFDO�DQG�VRFLDO�
GHFODUDWLRQV��IRU�H[DPSOH��VFDUFHO\�JR�EH\RQG�WKH�OHYHO�RI�WKRVH�RI�WKH�PDQ�LQ�WKH�VWUHHW��$QG�WKH�RSLQLRQV�RI�WKH�VFLHQWLVWV�TXRWHG�E\�
/
([SUHVV DUH�QRW�HYHQ�RQ�WKH�OHYHO�RI�(LQVWHLQ�RU 2SSHQKHLPHU��7KHLU�SRPSRVLWLHV��LQ�IDFW��GR�QRW�ULVH�WR�WKH�OHYHO�RI�WKH�DYHUDJH��7KH\�DUH�
YDJXH�JHQHUDOLWLHV�LQKHULWHG�IURP�WKH�QLQHWHHQWK�FHQWXU\��DQG�WKH�IDFW�WKDW�WKH\�UHSUHVHQW�WKH�IXUWKHVW�OLPLWV�RI�WKRXJKW�RI�RXU�VFLHQWLILF�
ZRUWKLHV�PXVW�EH�V\PSWRPDWLF�RI�DUUHVWHG�GHYHORSPHQW�RU�RI�D�PHQWDO�EORFN��3DUWLFXODUO\�GLVTXLHWLQJ�LV�WKH�JDS�EHWZHHQ�WKH�HQRUPRXV�SRZHU�
WKH\�ZLHOG�DQG�WKHLU�FULWLFDO�DELOLW\��ZKLFK�PXVW�EH�HVWLPDWHG�DV�QXOO���(OOXO��S��������)RU�VRPH�VXJJHVWLYH�DQDORJLHV��VHH�5��7RGG���*HRUJH�
:DOG��7KH�0DQ��WKH�6SHHFK���7KH�1HZ�<RUN�7LPHV�0DJD]LQH��$XJXVW�����������
Á�7KLV�ZRXOG�JR�EH\RQG�WKH�WDVN�VHW�WKH�1DWLRQDO�&RPPLVVLRQ�RQ�7HFKQRORJ\��$XWRPDWLRQ�DQG�(FRQRPLF�3URJUHVV��DXWKRUL]HG�E\�&RQJUHVV�
LQ�������DQG�DOVR�DGGUHVV�LWVHOI�WR�WKH�LVVXHV�ZLWK�ZKLFK��IRU�H[DPSOH��WKH�%ULWLVK�6RFLHW\�IRU�6RFLDO�5HVSRQVLELOLW\�LQ�6FLHQFH�KDV�EHHQ�
JUDSSOLQJ��
$Q�HGLWRULDO�LQ 6FLHQFH �$XJXVW����������RQ��7KH�&RQWURO�RI�7HFKQRORJ\��HUUV�LQ�LPSO\LQJ�WKDW�WKH�DERYH�PDWWHU�VKRXOG�EH�UHVWULFWHG�WR�
VFLHQWLVWV��6RFLDO�VFLHQWLVWV��WKH�FOHUJ\��DQG�KXPDQLVWV�VKRXOG�DOVR�EH�LQYROYHG��DQG�WKH�6SHFLDO�&RPPLVVLRQ�RQ�WKH�6RFLDO�6FLHQFHV��
HVWDEOLVKHG�LQ������E\�WKH�1DWLRQDO�6FLHQFH�%RDUG��FRXOG�ZHOO�EH�GUDZQ�LQ�
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GLVWLQFWLRQV�EHWZHHQ�WKH�SROLWLFDO�DQG�VRFLDO�VSKHUHV��EHWZHHQ�SXEOLF�DQG SULYDWH�LQVWLWXWLRQV��ZLOO�QRW�OHQG�LWVHOI�
WR�HDV\�FODVVLILFDWLRQ�DV�OLEHUDO��FRQVHUYDWLYH��RU�VRFLDOLVW²DOO�WHUPV�GHULYHG�IURP�D�GLIIHUHQW�KLVWRULFDO�FRQWH[W²�
EXW�LW�ZLOO�EH D�PDMRU�VWHS�WRZDUG�WKH�SDUWLFLSDWRU\�GHPRFUDF\�DGYRFDWHG�E\�VRPH�RI�WKH�1HZ�/HIW�LQ�WKH�ODWH�
����V��,URQLFDOO\��WKLV�SDUWLFLSDWRU\�GHPRFUDF\�LV�OLNHO\�WR�HPHUJH�WKURXJK�D�SURJUHVVLYH�V\PELRVLV�RI�WKH�
LQVWLWXWLRQV�RI�VRFLHW\�DQG�RI�JRYHUQPHQW�UDWKHU�WKDQ WKURXJK�WKH�UHPHGLHV�WKH�1HZ�/HIW�KDG�EHHQ�DGYRFDWLQJ��
HFRQRPLF�H[SURSULDWLRQ�DQG�SROLWLFDO�UHYROXWLRQ��ERWK�GLVWLQFWO\�DQDFKURQLVWLF�UHPHGLHV�RI�WKH�HDUOLHU�LQGXVWULDO�
HUD��

7KH�HYROXWLRQDU\�HPHUJHQFH�RI�SDUWLFLSDWRU\�SOXUDOLVP�PD\�QRW�VHHP�D�VXIILFLHQW�UHVSRQVH�WR�WKRVH�
VHFWRUV�RI�$PHULFDQ�VRFLHW\�WKDW�KDYH�EHFRPH�HQWLUHO\�DOLHQDWHG²DQG�LW�PD\�DSSHDU�DV�WRR�PXFK�FKDQJH�WR�WKRVH�
ZKR�KDYH�D�YHVWHG�LQWHUHVW�LQ�WKH VWDWXV�TXR� %XW�IRU�WKDW�ODUJH�ERG\�RI�$PHULFDQV�ZKR�DFFHSW�WKH�FRQFHSW�RI�
JUDGXDO�FKDQJH�DQG�ZKR�YDOXH�SURFHGXUDO�RUGHU��PXOWLSOH�SDWWHUQV�RI�VRFLDO�LQYROYHPHQW�FRXOG�SURYLGH�WKH�
GHVLUHG�FUHDWLYH�RXWOHW�IRU�D�VRFLHW\�WKDW�LV�LQFUHDVLQJO\�EHFRPLQJ�PRUH�FRPSOH[�DQG�H[SHUW�RULHQWHG��,Q�WKDW�
VHWWLQJ�LW�LV�HYHQ�SRVVLEOH�WKDW�WKH�SROLWLFDO�SDUWLHV�DV�WUDGLWLRQDOO\�NQRZQ�LQ�$PHULFD�ZLOO�IXUWKHU�GHFOLQH�LQ�
LPSRUWDQFH��LQ�WKHLU�VWHDG��RUJDQL]HG�ORFDO��UHJLRQDO��XUEDQ��SURIHVVLRQDO��DQG�RWKHU�LQWHUHVWV�ZLOO�SURYLGH�WKH�
IRFXV�IRU�SROLWLFDO�DFWLRQ��DQG�VKLIWLQJ�QDWLRQDO�FRDOLWLRQV�ZLOO�IRUP�RQ�DQ�DG�KRF EDVLV�DURXQG�VSHFLILF�LVVXHV�RI�
QDWLRQDO�LPSRUW���

,Q�WKH�LPPHGLDWH�IXWXUH��WKH�SROLWLFV�RI�VWUHHW�SURWHVW�DUH�OLNHO\�WR�GRPLQDWH�WKH�YLVLEOH�GLPHQVLRQV�RI�
$PHULFDQ�SROLWLFDO�OLIH��/HVV�YLVLEOH²LQGHHG��VRPHWLPHV�WRWDOO\�REVFXUHG�E\�WKH�SUHYDLOLQJ�UKHWRULF�DERXW�WKH�
�UHSUHVVLYH�VRFLHW\�²LV�WKH�JUDGXDO�SURJUHVV�WRZDUG�D�QHZ�GHPRFUDF\�LQFUHDVLQJO\�EDVHG�RQ�SDUWLFLSDWRU\�
SOXUDOLVP�LQ�PDQ\�DUHDV�RI�OLIH��$VVXPLQJ�WKDW�VKRUW�WHUP�FULVHV�GR�QRW�GHIOHFW�WKH�8QLWHG�6WDWHV�IURP�UHGHILQLQJ�
WKH VXEVWDQFH�RI�LWV�GHPRFUDWLF�WUDGLWLRQ��WKH�ORQJ�UDQJH�HIIHFW�RI�WKH�SUHVHQW�WUDQVLWLRQ�DQG�LWV�WXUPRLOV�ZLOO�EH�WR�
GHHSHQ�DQG�ZLGHQ�WKH�VFRSH�RI�WKH�GHPRFUDWLF�SURFHVV�LQ�$PHULFD��

&KDQJH�LQ�&XOWXUDO�)RUPDWLRQ�
7KH�HYROXWLRQDU\�GHYHORSPHQW�RI�$PHULFDQ�GHPRFUDF\�ZLOO�KDYH�WR�EH�PDWFKHG�E\ FKDQJHV�LQ�WKH�

SURFHVVHV�RI�IRUPLQJ�DQG�VKDSLQJ�WKH�FRQWHQW�RI�LWV�QDWLRQDO�FXOWXUH��$V�LQ�WKH�FDVH�RI�SROLWLFDO�FKDQJH��FXOWXUDO�
UHIRUP�LV�PRUH�OLNHO\�WR�FRPH�DERXW�WKURXJK�HYROXWLRQ²LQ�SDUW�GHOLEHUDWHO\�HQFRXUDJHG�DQG�LQ�SDUW�VWLPXODWHG�
E\�RYHU�DOO�VRFLDO�FKDQJH²WKDQ�WKURXJK�SURJUDPPDWLF�HQJLQHHULQJ��7KH�HOHPHQW�RI�GHOLEHUDWH�DQG�FRQVFLRXV�
FKRLFH�PD\�EH�HYHQ�PRUH�LPSRUWDQW�KHUH�WKDQ�LQ�WKH�WUDQVIRUPDWLRQ�RI�FRPSOH[�LQVWLWXWLRQDO�DUUDQJHPHQWV��
EHFDXVH�LQ�PRGHUQ�VRFLHW\�WKH�HGXFDWLRQDO�V\VWHP�DQG�WKH�PDVV�PHGLD�KDYH�EHFRPH�WKH�SULQFLSDO�VRFLDO�PHDQV�
IRU�GHILQLQJ�WKH�VXEVWDQFH�RI�D�QDWLRQDO�FXOWXUH��7KLV�LV�SDUWLFXODUO\�WUXH�LQ�$PHULFDQ�VRFLHW\��ZKLFK�KDV�
GRZQJUDGHG�VXFK�DOWHUQDWLYH�VRXUFHV�RI�FXOWXUH�DV�FKXUFKHV�DQG�WUDGLWLRQDO�FXVWRPV��

7KH�HGXFDWLRQDO�V\VWHP�KDV�D�VSHFLDO�VRFLDO�UHVSRQVLELOLW\�LQ�UHJDUG�WR�EODFN�$PHULFDQV��+HUH�WKH�
VLPXOWDQHRXV�QHHGV�DUH�WR�HQKDQFH�WKH�EODFN�FLWL]HQ
V�GLJQLW\�DQG�WR�HQODUJH�KLV�ORQJ�UDQJH�RSSRUWXQLWLHV��7KHVH�
QHHGV�KDYH�RFFDVLRQDOO\�FODVKHG��EXW�SHUKDSV�WKH�VKRUW�WHUP�UHPHG\�ZLOO�EH�WR�FRPELQH�WKH�EODFN�$PHULFDQ
V�
TXHVW�IRU�KLV�VHSDUDWH�LGHQWLW\��WKURXJK�VXFK�LQVWLWXWLRQDO�GHYLFHV�DV�VHSDUDWH�FRXUVHV�DQG�UHVLGHQFHV��ZLWK�
PDVVLYH�DQG�VFLHQWLILFDOO\�RULHQWHG�UHPHGLDO�WUDLQLQJ��7KH�FKDOOHQJH�WRGD\²DQG�SUREDEO\�IRU�VHYHUDO�GHFDGHV�WR�
FRPH²LV�WR�KHOS�WKH�EODFN�$PHULFDQ�VNLS�WKH�ODWH�LQGXVWULDO�VWDJH�RI�$PHULFD
V�GHYHORSPHQW��DQG�WKLV�FDQQRW�EH�
GRQH�XQOHVV�VHQVLWLYLW\�WR�KLV�SV\FKRORJLFDO�QHHGV�LV�PDWFKHG�E\�D�UHFRJQLWLRQ�RI�WKH�QHFHVVLW\�IRU�D�GLVFLSOLQHG��
IRFXVHG�LQWHOOHFWXDO HIIRUW��7KH�WZR�ZLOO�EH�KDUG�WR�FRPELQH��EXW�LW�LV�LQ�WKLV�DUHD�WKDW�HYHQWXDO�SURJUHVV�RU�
GLVDVWHU�LQ�$PHULFD
V�UDFH�UHODWLRQV�ZLOO�EH�VKDSHG��

5DFLDO�FDODPLW\�ZLOO�EH�DYRLGHG�RQO\�LI�VRFLHW\�DW�ODUJH�GHILQHV�PRUH�FOHDUO\�WKH�YDOXHV�LW�VHHNV��LV�
ZLOOLQJ�WR FUHDWH�D�UHVSRQVLYH�IUDPHZRUN�WR�SURPRWH�WKHP��DQG�LV�SUHSDUHG�WR�LQVLVW�RQ�UHVSHFW�IRU�RUGHUO\�
SURFHGXUH��1RWKLQJ�FRXOG�EH�PRUH�GHVWUXFWLYH�WKDQ�ZLGH�VZLQJV�IURP�SHUPLVVLYH�DQG�JXLOW�ULGGHQ�DFTXLHVFHQFH�
WR�DQ\�GHPDQG�PDGH�E\�EODFN�H[WUHPLVWV²VXFK�DFTXLHVFHQFH�PHUHO\�VWLPXODWHV�DQ�HVFDODWLRQ�RI�H[WUHPLVP²WR�
LQVHQVLWLYH�SDVVLYLW\�RU�RSSRVLWLRQ�WR�EODFN�GHPDQGV�IRU�D�IDLU�VKDUH�RI�SDUWLFLSDWLRQ�LQ�$PHULFDQ�VRFLHW\��$�
PDVVLYH�HGXFDWLRQDO�HIIRUW�LV�WKH�FUXFLDO�IDFWRU��EXW�WR�EH�VXFFHVVIXO�LW�PXVW�EH�JHDUHG�WR WKH�ORQJ�UDQJH�WKUXVW�RI�
$PHULFDQ�VRFLHW\
V�GHYHORSPHQWDO�QHHGV��

7KH�XQSUHFHGHQWHG�VSUHDG�RI�PDVV�HGXFDWLRQ�LQ�$PHULFD�UDLVHV�WKH�PRUH�JHQHUDO�TXHVWLRQ�ZKHWKHU�
PHFKDQLFDOO\�H[WHQGLQJ�WKH�GXUDWLRQ�RI�HGXFDWLRQ�ZLOO�VXIILFH�WR�PHHW�ERWK�WKH�SV\FKRORJLFDO�DQG�WHFKQLFDO�QHHGV�
RI�WKH�HPHUJLQJ�VRFLHW\��7KH�VRFLDO�VFRSH�DQG�GXUDWLRQ�RI�FXUUHQW�PDVV�HGXFDWLRQ�GLIIHUV�IURP�WKH�HDUO\�LQGXVWULDO�
HPSKDVLV�RQ�PLQLPXP�PDVV�OLWHUDF\�IRU�PDOHV��DQG�IURP�WKH�HYHQ�PRUH�HOLWLVW�PHGLHYDO�SDWWHUQ�RI�YHU\�OLPLWHG�
OHDUQLQJ�IRU�YHU\�IHZ���&RQWHPSRUDU\�SURJUDPV�DLP�DW�WKH�HGXFDWLRQ�RI�D�KLJK�SURSRUWLRQ�RI�ERWK�VH[HV�DQG�FDOO�
IRU�SHULRGV�RI�VFKRROLQJ�ODVWLQJ�DQ\ZKHUH�IURP�WHQ�WR�DOPRVW�WZHQW\�\HDUV��LQ�WKH�FDVH�RI�PRUH�DGYDQFHG�
GHJUHHV���,Q�$PHULFD�KLJKHU�HGXFDWLRQ�LV�FDUULHG�RQ�ZLWKLQ�D�UHODWLYHO\�VHOI�FRQWDLQHG�RUJDQL]DWLRQDO�DQG�HYHQ�
VRFLDO�IUDPHZRUN��PDNLQJ�IRU�D�SURWUDFWHG�SHULRG�RI�VHPL�LVRODWLRQ�IURP�SUREOHPV�RI�VRFLDO�UHDOLW\��$V�D�UHVXOW��
ERWK�RUJDQL]DWLRQDOO\�DQG�LQ�WHUPV�RI�FRQWHQW��D�GLYRUFH�EHWZHHQ�HGXFDWLRQ�DQG�VRFLDO�H[LVWHQFH�KDV�WHQGHG�WR�
GHYHORS��OHDGLQJ�WR�WKH�DOUHDG\�QRWHG�HPRWLRQDO�DQG�SV\FKLF�PDQLIHVWDWLRQV�RI�VWXGHQW�IUXVWUDWLRQ�DQG�
LPPDWXULW\��

�7KHVH�FRDOLWLRQV�DUH�OHVV�OLNHO\�WR�IRUP�DORQJ�WKH�WUDGLWLRQDO�GLYLGLQJ�OLQH�RI�5HSXEOLFDQV�DQG�'HPRFUDWV�RU²DV�PRUH�UHFHQWO\²RI�
FRQVHUYDWLYHV�DQG�OLEHUDOV��EXW�UDWKHU�WR�GLYLGH�DFFRUGLQJ�WR�EDVLF�SKLORVRSKLFDO�DWWLWXGHV�WRZDUG�WKH�SUREOHPV�RI�PRGHUQ�OLIH��,Q�JUHDWO\�
VLPSOLILHG�WHUPV��WKH�KXPDQLVWV�DQG�LGHDOLVWV�RQ�RQH�VLGH�PLJKW�EH�SLWWHG�DJDLQVW�WKH�SUDJPDWLVWV�DQG�PRGHUQL]HUV�RQ�WKH�RWKHU�



��������

%\�H[WHQGLQJ�HGXFDWLRQ�RQ�DQ LQWHUPLWWHQW�EDVLV�WKURXJKRXW�WKH�OLIHWLPH�RI�WKH�FLWL]HQ��VRFLHW\�ZRXOG�JR�
D�ORQJ�ZD\ WRZDUG�PHHWLQJ�WKLV�SUREOHP��7KH�GXUDWLRQ�RI�WKH�VHOI�FRQWDLQHG�DQG�UHODWLYHO\�LVRODWHG�SKDVH�RI�
LQLWLDO�HGXFDWLRQ�FRXOG�WKHQ�EH�VKRUWHQHG��7DNLQJ�LQWR�DFFRXQW�WKH�HDUOLHU�SK\VLFDO�DQG�VH[XDO�PDWXUDWLRQ�RI�
\RXQJ�SHRSOH�WRGD\��LW�FRXOG�EH�PRUH�JHQHUDOO\�SXUVXHG�ZLWKLQ�D�ZRUN�VWXG\�IUDPHZRUN��DQG�LW�VKRXOG�EH�
VXSSOHPHQWHG�E\�SHULRGLF�DGGLWLRQDO�WUDLQLQJ�WKURXJKRXW�PRVW�RI�RQH
V�DFWLYH�OLIH��

$�JRRG�FDVH�FDQ�EH�PDGH�IRU�HQGLQJ�LQLWLDO�HGXFDWLRQ��PRUH�RI�ZKLFK�FRXOG�EH�REWDLQHG�LQ�WKH�KRPH�
WKURXJK�HOHFWURQLF�GHYLFHV��VRPHZKHUH�DURXQG�WKH�DJH�RI�HLJKWHHQ��7KLV�IRUPDO�LQLWLDO�SHULRG�FRXOG�EH�IROORZHG�
E\�WZR�\HDUV�RI�VHUYLFH�LQ�D�VRFLDOO\�GHVLUDEOH�FDXVH��� WKHQ�E\�GLUHFW�LQYROYHPHQW�LQ�VRPH�SURIHVVLRQDO�DFWLYLW\�
DQG�E\�DGYDQFHG��V\VWHPDWLF�WUDLQLQJ�ZLWKLQ�WKDW�DUHD� DQG�ILQDOO\�E\�UHJXODU�SHULRGV�RI�RQH�DQG�HYHQWXDOO\�HYHQ�
WZR�\HDUV�RI�EURDGHQLQJ���LQWHJUDWLYH��VWXG\�DW�WKH�EHJLQQLQJ�RI�HYHU\�GHFDGH�RI�RQH
V�OLIH��VRPHZKHUH�XS�WR�WKH�
DJH�RI�VL[W\����)RU�H[DPSOH��PHGLFDO�RU�OHJDO�WUDLQLQJ�FRXOG�EHJLQ�DIWHU�RQO\�WZR�\HDUV�RI�FROOHJH��WKXV�ERWK�
VKRUWHQLQJ�WKH�WLPH�QHHGHG�WR�FRPSOHWH�WKH�WUDLQLQJ�DQG�SUREDEO\�DOVR�LQFUHDVLQJ�WKH�QXPEHU�DWWUDFWHG�LQWR�WKHVH�
SURIHVVLRQV��5HJXODU�DQG�IRUPDOO\�UHTXLUHG�UHWUDLQLQJ²DV�ZHOO�DV�EURDGHQLQJ²FRXOG�HQVXH�DW�UHJXODU�LQWHUYDOV�
WKURXJKRXW�PRVW�RI�RQH
V�SURIHVVLRQDO�FDUHHU��

&RPELQLQJ�LQLWLDO�VSHFLDOL]DWLRQ�ZLWK�D�VXEVHTXHQW�EURDGHQLQJ�RI�SKLORVRSKLFDO�DQG�VFLHQWLILF�KRUL]RQV�
ZRXOG�VRPHZKDW�FRXQWHUDFW�WKH�SUHVHQW�WUHQG��ZKLFK�PDNHV�LQFUHDVHG�VSHFLDOL]DWLRQ�DQG�ULVLQJ�SURIHVVLRQDO�
VWDQGLQJ JR�KDQG�LQ�KDQG��7KLV�HQFRXUDJHV�D�QDUURZQHVV�RI�JHQHUDO�RXWORRN��7KH�WUHQG�FRXOG�EH�JUDGXDOO\�UH��
YHUVHG�E\�D�VLWXDWLRQ�LQ�ZKLFK�VSHFLDOL]DWLRQ�DW�WKH�DJH�RI�JUHDWHVW�DEVRUSWLYH�FDSDELOLW\�ZRXOG�EH�IROORZHG�E\�
PRUH�LQWHOOHFWXDO�LQWHJUDWLRQ�DW�D�VWDJH�RI�LQFUHDVHG�SHUVRQDO�PDWXULW\��6XFK�DQ�DSSURDFK�ZRXOG�HQFRXUDJH�WKH�
JUDGXDO�HPHUJHQFH�RI�DQ�LQWHJUDWLYH��PRGHUQL]LQJ�HOLWH�WKDW�ZRXOG�VKRZ�JUHDWHU�FRQFHUQ�ZLWK�VRFLHW\
V�
XQGHUO\LQJ�KXPDQH�YDOXHV�LQ�DQ�DJH�LQ�ZKLFK�LQWHQVLYH�VFLHQWLILF�VSHFLDOL]DWLRQ�LV�IUDXJKW�ZLWK�GDQJHUV�RI�
LQWHOOHFWXDO�IUDJPHQWDWLRQ��Á�

7KH�IRUPDO�HGXFDWLRQDO�V\VWHP�KDV�EHHQ�UHODWLYHO\�VORZ�LQ�H[SORLWLQJ�WKH�QHZ�RSSRUWXQLWLHV�IRU�
VXSSOHPHQWDU\�KRPH�EDVHG�HGXFDWLRQ�WKURXJK�WHOHYLVLRQ�FRQVROHV�DQG�RWKHU�HOHFWURQLF�GHYLFHV��,W�KDV�DOVR�EHHQ�
VXVSLFLRXV�RI�WKH�JURZLQJ�LQFOLQDWLRQ�RI�QRQJRYHUQPHQWDO�RUJDQL]DWLRQV�WR�GHYHORS�WKHLU�RZQ�OHDUQLQJ�DQG�
WUDLQLQJ�SURJUDPV��,Q�GLIIHUHQW�ZD\V��KRZHYHU��ERWK�WKH�EODFN�FRPPXQLW\�DQG�EXVLQHVV�DUH�EHFRPLQJ�PRUH�
LQYROYHG�LQ�HGXFDWLRQ��IRU�SV\FKRORJLFDO�DV�ZHOO DV�IRU�SURIHVVLRQDO�UHDVRQV����*UHDWHU�PXOWLSOLFLW\�LQ�HGXFDWLRQDO�
WUDLQLQJ�ZLOO�PDNH�IRU�D�PRUH�SOXUDOLVWLF�QDWLRQDO�FRPPXQLW\��DQG�WKH�LQFUHDVLQJ�LQYROYHPHQW�RI�EXVLQHVV�
FRPSDQLHV�LQ�HGXFDWLRQ�PD\�OHDG�WR�D�PRUH�UDSLG�DGDSWDWLRQ�RI�WKH�ODWHVW�WHFKQLTXHV�DQG�VFLHQWLILF�NQRZOHGJH WR�
WKH�HGXFDWLRQDO�SURFHVV��$PHULFDQ�EXVLQHVV�DQG��WR�D�OHVVHU�H[WHQW��WKH�JRYHUQPHQW�KDYH�DOUHDG\�XQGHUWDNHQ�
H[WHQVLYH�SURJUDPV�RI�PDQDJHULDO��UHWRROLQJ��DQG�UHWUDLQLQJ��WKHUHE\�PRYLQJ�WRZDUG�WKH�LQWHUPLWWHQW�HGXFDWLRQDO�
SDWWHUQ��

&KDQJH�LQ�HGXFDWLRQDO�SURFHGXUHV�DQG�SKLORVRSK\�VKRXOG�DOVR�EH�DFFRPSDQLHG�E\�SDUDOOHO�FKDQJHV�LQ�
WKH�EURDGHU�QDWLRQDO�SURFHVVHV�E\�ZKLFK�YDOXHV�DUH�JHQHUDWHG�DQG�GLVVHPLQDWHG��*LYHQ�$PHULFD
V�UROH�DV�D�ZRUOG�
GLVVHPLQDWRU�RI�QHZ�YDOXHV�DQG�WHFKQLTXHV��WKLV�LV�ERWK�D�QDWLRQDO�DQG�D�JOREDO�REOLJDWLRQ��<HW�QR�RWKHU�FRXQWU\�
KDV�SHUPLWWHG�LWV�PDVV�FXOWXUH��WDVWH��GDLO\�DPXVHPHQW��DQG��PRVW�LPSRUWDQW��WKH�LQGLUHFW�HGXFDWLRQ�RI�LWV�FKLOGUHQ�
WR�EH�DOPRVW�H[FOXVLYHO\�WKH�GRPDLQ�RI�SULYDWH�EXVLQHVV�DQG�DGYHUWLVLQJ��RU�SHUPLWWHG�ERWK�VWDQGDUGV�RI�WDVWH�DQG�
WKH�LQWHOOHFWXDO�FRQWHQW�RI�FXOWXUH�WR�EH�GHILQHG�ODUJHO\�E\�D�VPDOO�JURXS�RI�HQWUHSUHQHXUV�ORFDWHG�LQ�RQH�
PHWURSROLWDQ�FHQWHU��$PHULFDQ�WHOHYLVLRQ��LQ�ZKLFK�D�FXOWXUDO�PRQRSRO\�LV�H[HUFLVHG�E\�D�UHODWLYHO\�VPDOO�JURXS��
UHIOHFWV�WKH�LQVHQVLWLYLW\�RI�WKH�FRPPXQLFDWLRQV�SURFHVV�WR�WKH�WDVWHV�DQG�SKLORVRSKLFDO�YDOXHV�RI�PXFK�RI�
$PHULFD���

�7KLV�FDXVH�FRXOG�EH�HLWKHU�QDWLRQDO�RU�LQWHUQDWLRQDO��SXEOLFO\�RU�SULYDWHO\�WDFNOHG��,W�ZRXOG�EH�LQ�NHHSLQJ�ZLWK�WKH�KXPDQLWDULDQ�LGHDOLVP�RI�
WKH�\RXQJ�QRW�WR�OLPLW�VXFK�VHUYLFH�WR�QDWLRQDO�FDXVHV��2QH�JRRG�ZD\�WR�KDQGOH�WKH�PDWWHU�ZRXOG�EH�WR�PDLQWDLQ�D�OLVW�RI�DFFHSWDEOH�
KXPDQLWDULDQ�DFWLYLWLHV��VHUYLFH�RQ�EHKDOI�RI�ZKLFK�ZRXOG�EH�DQ�DFFHSWDEOH�HTXLYDOHQW�IRU�PLOLWDU\�GXW\��
��7KLV�ZRXOG�JR�EH\RQG�WKH�WDVN�VHW�IRU�WKH�1DWLRQDO�&RPPLVVLRQ�RQ�7HFK�LQWHJUDWLYH�QHHGV�RI�WKH�PRGHUQ�DJH��,W�ZRXOG�WKXV�FRPELQH�
VFLHQFH�ZLWK�SKLORVRSK\�EXW�QR�ORQJHU�DFW�DV�DQ�LQWHOOHFWXDO�FDIHWHULD��RIIHULQJ�VWXGLHV�UDQJLQJ�IURP�SK\VLFDO�HGXFDWLRQ�WKURXJK�FODVVLFV��IURP�
�VRXO��FRXUVHV�WR�WKH�ODWHVW�VSHFLDOL]HG�VFLHQFHV��,Q�HIIHFW��WKH�UROHV�RI�WKH��MXQLRU��FROOHJH�DQG�RI�WKH�XQLYHUVLW\�ZRXOG�EHFRPH�VHSDUDWH�LQ�
WLPH�DQG�SODFH��SUREDEO\�WR�WKH�DGYDQWDJH�RI�ERWK�LQVWLWXWLRQV��7KLV�ZRXOG�SHUPLW�FRQFHQWUDWLRQ�RQ�WKH�ODUJHU�VRFLDO�TXHVWLRQV�DQG�NHHS�KLJKHU�
HGXFDWLRQ�IURP�EHLQJ�DQ�DULVWRFUDWLF�SURFHVV��DW�WKH�VDPH�WLPH��LW�ZRXOG�DOOD\�VRPH�RI�WKH�GDQJHUV�LQKHUHQW�LQ�WKH�LOOXVLRQ�WKDW�DQ�HGXFDWHG�
FLWL]HQU\�LV�FUHDWHG�E\�VLPSO\�UXQQLQJ�D�ORW�RI�SHRSOH�WKURXJK�WKH�HGXFDWLRQDO�PLOO��
,Q�DGGLWLRQ��WKH�WUDGLWLRQDO�WLWOHV�RI�OHDUQLQJ��VXFK�DV��GRFWRU�RI�SKLORVRSK\���LPSO\�D�WHUPLQDO�HGXFDWLRQDO�SURFHVV�DQG�UHIOHFW�WKH�VLWXDWLRQ�RI�
DQ�HDUOLHU�VWDJH�LQ�VRFLDO�KLVWRU\��6LQFH�OHDUQLQJ�ZLOO�EHFRPH�D�FRQWLQXRXV��OLIHWLPH�SURFHVV�WKDW�LQYROYHV�DOPRVW�WKH�HQWLUH�FRPPXQLW\��
GHJUHHV�EHFRPH�D�V\PEROLF�DQDFKURQLVP�DQG�VKRXOG�EH�GUDVWLFDOO\�UHFODVVLILHG�WR�LQGLFDWH�PRUH�DFFXUDWHO\�WKH�YDULRXV�VWDJHV�RI�VSHFLDOL]HG�
DQG�JHQHUDOL]HG�NQRZOHGJH��
Á� �2QH�RI�WKH�SDUDGR[HV�RI�WKH�IXWXUH�LV�WKDW�ZKLOH�DQ�LQFUHDVLQJ�QXPEHU�RI�PDQDJHULDO�GHFLVLRQV�ZLOO�EH�KDQGOHG�E\�DXWRPDWLF�GDWD�
SURFHVVLQJ��EXWWUHVVHG�E\�FOHDU�DQG�VZLIW�FRPPXQLFDWLRQV�QHWZRUNV��WKH�LQWHOOLJHQW�GLUHFWLRQ�DQG�FRRUGLQDWLRQ�RI�ODUJH�VFDOH�V\VWHPV�ZLOO�
SODFH�DQ�HYHQ�JUHDWHU�SUHPLXP�WKDQ�DW�SUHVHQW�XSRQ WKH�ZLVH��DUWIXO��DQG�EURDGO\�H[SHULHQFHG�JHQHUDO�PDQDJHU LQ�RUJDQL]DWLRQV�
FKDUDFWHUL]HG�E\�RSHUDWLRQDO�GHFHQWUDOL]DWLRQ��,Q�VKRUW��WKH�SURSRVLWLRQ�WKDW�HIIHFWLYH�GHFHQWUDOL]DWLRQ�FDQ�RFFXU�RQO\�ZKHUH�RUJDQL]DWLRQDO�
FHQWUDOL]DWLRQ�KDV�EHFRPH�HIILFLHQW�ZLOO�KDYH�EHFRPH�LQFUHDVLQJO\ UHFRJQL]HG��QRW�DV�D�SDUDGR[��EXW�DV�D�ORJLFDO�UHDOLW\���7KH�8QLWHG�6WDWHV�
DQG�WKH�:RUOG�LQ�WKH ���� (UD� S�������
��)RU�H[DPSOH��2OLQ�&RUSRUDWLRQ��QRWLQJ�LQ�DQ�DGYHUWLVHPHQW�WKDW��WKHUH�LV�QR�JURZWK�SRWHQWLDO�LQ�LJQRUDQFH���KDV�LQVWLWXWHG�OLWHUDF\�DQG�KLJK�
VFKRRO�WUDLQLQJ�SURJUDPV�LQ�WKUHH�RI�LWV�SODQWV��2WKHU�PDMRU�FRUSRUDWLRQV�KDYH�VLPLODU�WUDLQLQJ�SURJUDPV��
� ������EURDGFDVWLQJ�KDV�LPSRVHG�XSRQ�$PHULFDQ�VRFLHW\�ZKDW�LQ�WKH�VXSUHPH�FLYLF�VHQVH�PD\�EH�D�IDWDO�FRQWUDGLFWLRQ��7KH�H[WHQVLRQ�RI�
FRPPXQLFDWLRQ�VKRXOG�EH�DQ�H[WHQVLRQ�RI�GHPRFUDF\��<HW�ZKLOH�WKH�SDUWLFLSDWRU\�EDVH�RI�GHPRFUDF\�KDV�EHHQ�EURDGHQLQJ��WKH�RZQHUVKLS�DQG�
FRQWURO�RI�WKH�PHDQV�RI�FRPPXQLFDWLRQ�KDYH�QDUURZHG��
�,W�FRXOG�EH�VDLG�LQGHHG�WKDW�IDU�IURP�EHLQJ�DQ�H[SUHVVLRQ�RI�PDMRULW\�GHVLUH��DV�WKH�QHWZRUNV�VD\��WHOHYLVLRQ�SURJUDPV�DUH�WKH�LPSRVLWLRQ�RI�D



��������

5LVLQJ�SXEOLF�GLVVDWLVIDFWLRQ�ZLWK�WKLV�VWDWH�RI�DIIDLUV�LQGLFDWHV�WKDW�SHUKDSV�VRPH�FKDQJH�KDV�WR�FRPH�LQ�WKLV�ILHOG�
DV�ZHOO��7KH�JHRJUDSKLFDO�GHFHQWUDOL]DWLRQ�DQG�GLVSHUVDO�RI�WKH�WHOHYLVLRQ�LQGXVWU\�LQWR�PRUH�QXPHURXV�XQLWV��WKH�
VHSDUDWLRQ�RI�EURDGFDVWLQJ�IURP�SURJUDP�SURGXFWLRQ��DQG�WKH�IXUWKHU�H[WHQVLRQ�RI�HGXFDWLRQDO�SURJUDPPLQJ�ZLOO�
SUREDEO\�EH�VKDUSO\�RSSRVHG�E\�H[LVWLQJ LQWHUHVWV��LI�SDVW�$PHULFDQ�H[SHULHQFH�FDQ�VHUYH�DV�D�UHOHYDQW�JXLGH��
FKDQJH��ZLOO�FRPH�E\��DWWULWLRQ��DQG�SLHFHPHDO�UHIRUP� UDWKHU�WKDQ�E\�ZKROHVDOH�UHDGMXVWPHQW��+HUH��DJDLQ��
VFLHQWLILF�DQG�WHFKQRORJLFDO�GHYHORSPHQWV�PD\�EHFRPH�WKH�KDQGPDLGHQV�RI�FRQVWUXFWLYH�FKDQJH��WKH\�PD\�PDNH�
SRVVLEOH��WKURXJK�KRPH�YLGHR�WDSHV��KRPH�RSHUDWHG�OHQVHV��FORVHG�FKDQQHO�SURJUDPPLQJ��IDU�JUHDWHU�GLYHUVLW\�
WKDQ�LV�WRGD\�DYDLODEOH��DV�ZHOO�DV�PRUH�H[WHQVLYH�H[SORLWDWLRQ�RI�WKH�DXGLR�YLVXDO�PHGLD�E\�PRUH�LQVWLWXWLRQV�DQG�
RUJDQL]DWLRQV��,QVWHDG�RI�OLPLWLQJ�LQWHOOHFWXDO�KRUL]RQV��WHOHYLVLRQ�FRXOG�EHFRPH�D�

&XOWXUDO�FKDQJH�LQ�RXU�VRFLHW\�PD\�DOVR�EH�VSXUUHG�E\�WKH�JURZLQJ�IHPDOH�UHEHOOLRQ��DFFHOHUDWHG�E\�
HGXFDWLRQ�DQG�QHZ�VH[XDO�PRUHV��7KH�PDVVLYH�HQWUDQFH�RI�ZRPHQ�LQWR�WKH�SURIHVVLRQV��LQWR�H[HFXWLYH�SRVLWLRQV��
DQG�LQWR�SROLWLFV�LV�SUREDEO\�RQO\�D�JHQHUDWLRQ�DZD\��DQG�WKHUH�LV�DOUHDG\�DEXQGDQW�HYLGHQFH�RI�PRXQWLQJ�
UHVWOHVVQHVV�EHFDXVH�RI�FXUUHQW�LQHTXDOLWLHV�RI�RSSRUWXQLW\��6XFK�LQFUHDVHG�IHPLQLQH�DVVHUWLYHQHVV�FRXOG�VSLOO�
RYHU�LQWR�$PHULFDQ�VRFLHW\
V�FXOWXUDO�IURQW��HQKDQFLQJ�VRPHZKDW�WKH�JHQHUDO�VRFLDO�LQWHUHVW�LQ�FXOWXUDO�JURZWK�
DQG�VWDQGDUGV��

5DWLRQDO�+XPDQLVP�
7KH�WHFKQRORJLFDO�WKUXVW�DQG�WKH�HFRQRPLF�ZHDOWK�RI�WKH�8QLWHG�6WDWHV�QRZ�PDNH�LW�SRVVLEOH�WR�JLYH�WKH�

FRQFHSW�RI�OLEHUW\�DQG�HTXDOLW\�D�EURDGHU�PHDQLQJ��JRLQJ�EH\RQG�WKH�SURFHGXUDO�DQG�H[WHUQDO�WR�WKH�SHUVRQDO�DQG�
LQQHU�VSKHUHV�RI�PDQ
V�VRFLDO�H[LVWHQFH��%\�IRFXVLQJ�PRUH�GHOLEHUDWHO\�RQ�WKHVH�TXDOLWDWLYH�DVSHFWV�RI�OLIH��
$PHULFD�PD\�DYRLG�WKH�GHSHUVRQDOL]LQJ�GDQJHUV LQKHUHQW�LQ�WKH�VHOI�JHQHUDWLQJ�EXW�SKLORVRSKLFDOO\�PHDQLQJOHVV�
PHFKDQL]DWLRQ�RI�HQYLURQPHQW�DQG�EXLOG�D�VRFLDO�IUDPHZRUN�IRU�D�V\QWKHVLV�RI�PDQ
V�H[WHUQDO�DQG�LQQHU�
GLPHQVLRQV��

6XFK�D�V\QWKHVLV�PD\�HYHQWXDOO\�UHVXOW�IURP�WKH�FXUUHQW�LQWHQVH�FRQIOLFW�EHWZHHQ�WKH�LUUDWLRQDO�
SHUVRQDOLVP�RI�WKH��KXPDQLVWV��DQG�WKH�LPSHUVRQDO�UDWLRQDOLW\�RI�WKH��PRGHUQL]HUV���7KH�IRUPHU�JURXS��VRXUFH�RI�
PXFK�RI�WKH�UKHWRULF�RI�WKH�OLWHUDU\�FRPPXQLW\��WKH�VWXGHQW�DFWLYLVWV��DQG�WKH�GRFWULQDLUH�OLEHUDOV��SDUWDNHV�RI�WKH�
WUDGLWLRQ�RI�VNHSWLFLVP�DQG�GLVEHOLHI�WKDW�SOD\HG�VXFK�D�YLWDO�UROH LQ�RYHUWKURZLQJ�WKH�UHOLJLRXV�DQG�SKLORVRSKLFDO�
KROG�RI�SUH�LQGXVWULDO�$PHULFD�RQ�WKH�YDOXHV�RI�LQGXVWULDO�$PHULFD��LW�VHHNV�WR�IRUWLI\�WKLV�WUDGLWLRQ�E\�D�QHZ�
HPSKDVLV�RQ�HPRWLRQ�DQG�IHHOLQJ��*LYHQ�LWV�'DGDLVW�VW\OH�DQG�LWV�/XGGLWH�LQVSLUHG�KLVWRULFDO�SRVWXUH��LW�LV�XQOLNHO\�
WKDW�WKLV�FDPS�ZLOO�ORQJ�UHPDLQ�YLWDO��7KH�SRWHQWLDO�WUDQVIRUPDWLRQ�RI�WKH�1HZ�/HIW�LQWR�WKH�9LROHQW�/HIW�ZLOO�
FHUWDLQO\�QRW�HQKDQFH�LWV�DSSHDO�WR�WKH�$PHULFDQ�SXEOLF��7KH�ODWWHU�JURXS��PRUH�W\SLFDO�RI�WKH�QHZ�EXVLQHVV�
H[HFXWLYHV��WKH�JRYHUQPHQWDO�FRPPHUFLDO�HVWDEOLVKPHQW��DQG�WKH�VFLHQWLILF�RUJDQL]DWLRQ�PHQ��VHHNV�WR�FRPELQH�
VHOI�LQWHUHVW�ZLWK�D�GHWDFKHG�HPSKDVLV�RQ�UDWLRQDOLVW�LQQRYDWLRQ��VLQFH�LW�IDLOV�WR�SURYLGH�D�VDWLVIDFWRU\�HPRWLRQDO�
RU�SKLORVRSKLFDO�UDWLRQDOH�IRU�HLWKHU��LW�DOLHQDWHV�WKH PRUH�LGHDOLVWLF�\RXQJ�SHRSOH���

7KH�FODVK�EHWZHHQ�WKHVH�WZR�RULHQWDWLRQV�LV�GHVWUXFWLYH�DQG�WKUHDWHQLQJ�WR�$PHULFDQ�OLEHUDO�GHPRFUDF\��
,W�IUDJPHQWV�WKH�UHPQDQWV�RI�WKH�FRQVHQVXV�RI�WKH LQGXVWULDO�DJH�DQG�SRODUL]HV�DUWLFXODWH�SXEOLF�RSLQLRQ��<HW�LW�
DOVR�KROGV�WKH�SURPLVH�RI�D�QHZ�SHUVSHFWLYH�WKDW�LV�EHWWHU�VXLWHG�WR�WKH�QHHGV�RI�WKH�HPHUJLQJ�$PHULFDQ�VRFLHW\��
VLQFH�LW�PRYHV�EH\RQG�WKH�LQFUHDVLQJO\�LUUHOHYDQW�IUDPHZRUN�WKDW�QRZ�FRQILQHV�PRGHUQ�PDQ
V�RXWORRN��7KLV�QHZ�
SHUVSHFWLYH�LQYROYHV�JURZLQJ�UHFRJQLWLRQ�WKDW�PDQ
V�SURSHQVLW\�IRU�VFLHQWLILF�LQQRYDWLRQ�FDQQRW�EH�UHVWUDLQHG²�
WKDW�DV�ORQJ�DV�PDQ
V�PLQG�IXQFWLRQV��VFLHQWLILF�LQQRYDWLRQ�ZLOO�EH�RQH�RI�LWV�H[SUHVVLRQV��%XW�LW�DOVR�LQYROYHV�D�
KHLJKWHQHG�DZDUHQHVV�WKDW�DV�ORQJ�DV�PDQ�FRQFHLYHV�RI�KLPVHOI�DV�D�GLVWLQFWLYH�EHLQJ��LGHDOLVP�ZLOO�EH�WKH�FHQWUDO�
PRGH�RI�H[SUHVVLQJ�KLV�VSLULW��7KH�LPSHUDWLYH�QHHG�IRU�ERWK�LQQRYDWLRQ�DQG�LGHDOLVP�LV�WKXV�VWLPXODWLQJ�D�
UDWLRQDOLVW�KXPDQH�RXWORRN�WKDW�LV�JUDGXDOO\�VXSSODQWLQJ�ERWK�WKH�OLEHUDO�VNHSWLFLVP�RI�VRPH�KXPDQLVWV�DQG�WKH�
FRQVHUYDWLYH�VRFLDO�LQGLIIHUHQFH�RI�VRPH�PRGHUQL]HUV��

7KLV�UDWLRQDO�KXPDQLVP�LV�H[SUHVVHG�LQ�VHYHUDO�ZD\V��ILUVW��LQ�DQ�HPHUJLQJ�LQWHUQDWLRQDO�FRQVFLRXVQHVV�
WKDW�PDNHV�VR�PDQ\�$PHULFDQV�DQG�$PHULFDQ�LQVWLWXWLRQV�JR�EH\RQG�SXUHO\�QDWLRQDOLVWLF�FRQFHUQV�DQG�EHFRPH�
GHHSO\�LQYROYHG�LQ�JOREDO�SUREOHPV�RI�KXPDQ�JURZWK�DQG�QRXULVKPHQW��DQG�LV�SURPSWLQJ�LQ�$PHULFDQ�\RXWK�VXFK�
D�FRQVWUXFWLYH�SUHRFFXSDWLRQ�ZLWK�SUREOHPV�RI�HFRORJ\��VHFRQG� LQ�D�JURZLQJ�WHQGHQF\²LQ�VSLWH�RI�D�VWLOO�GHHSO\�
LQJUDLQHG�DQWLFRPPXQLVP²WR�YLHZ�LQWHUQDWLRQDO�SUREOHPV�DV�KXPDQ�LVVXHV�DQG�QRW�DV�SROLWLFDO�FRQIURQWDWLRQV�
EHWZHHQ�JRRG�DQG�HYLO��WKLUG��LQ�D�VWURQJ�SXEOLF�LGHDOLVP�WKDW�LV�IUHH�RI�D�8WRSLDQ��LPSDWLHQW��DQG RIWHQ�LQWROHUDQW�
GHVLUH�WR�UHVROYH�DOO�RXWVWDQGLQJ�GLOHPPDV�LPPHGLDWHO\��,Q�DGGLWLRQ��LW�FDQ�DOVR�EH�VHHQ�LQ�WKH�IDFW�WKDW�
$PHULFDQV��LQVWHDG�RI�WU\LQJ�WR�IOHH�WKH�SUREOHPV�RI�VFLHQFH��DUH�DWWHPSWLQJ�WR�EDODQFH�WKHLU�IDVFLQDWLRQ�ZLWK�
VFLHQFH�DQG�WKHLU�UHOLDQFH�RQ�LW�DV�D�WRRO�IRU�GHDOLQJ�ZLWK�KXPDQ�SUREOHPV�E\�D�PRUH�LQWHQVH�FRQFHUQ�ZLWK�WKH�
SHUVRQDO�TXDOLWLHV�RI�OLIH�DQG�E\�D�TXHVW�IRU�PRUH�SKLORVRSKLFDO�DQG�UHOLJLRXVO\�HFXPHQLFDO�GHILQLWLRQV�RI�KXPDQ�

VRFLDO�PLQRULW\�RQ�WKH�PDMRULW\��WKH�PLQRULW\�FRQVLVWLQJ�RI�WKH�ILIW\�WRS�DGYHUWLVHUV��WKH�WKUHH�QHWZRUNV��DQG�D�GR]HQ�RU�VR�DGYHUWLVLQJ�
DJHQFLHV���$OH[DQGHU�.HQGULFN��3ULPH�7LPH��7KH�/LIH RI�(GZDUG�5��0XUURZ� %RVWRQ��������SS����������
�0RGHUQ�SV\FKRORJ\�LQFUHDVLQJO\�UHFRJQL]HV�WKDW��WKH�QRQ�FRQFUHWH��PRUH�DEVWUDFW�TXDOLWLHV�RI�OLIH��VXFK�DV�JRRGQHVV��DHVWKHWLF�EHDXW\��DQG�
PRUDOLW\��DUH�EHFRPLQJ�PRUH�DQG�PRUH�LPSRUWDQW�LQ�VDWLVI\LQJ�LQGLYLGXDO�ZDQWV�LQ�PRGHUQ�VRFLHW\��VHH��IRU�H[DPSOH��$EUDKDP�0DVORZ��
0RWLYDWLRQ�DQG�3HUVRQDOLW\� 1HZ�<RUN��������DQG 7RZDUG�D�3V\FKRORJ\�RI�%HLQJ� 3ULQFHWRQ�����D���+RZHYHU��WKH�TXHVW�IRU�WKHVH�PRUH�
DEVWUDFW�DQG�HPRWLRQDO�VDWLVIDFWLRQV�RIWHQ�WDNHV�OXGLFURXV�IRUPV��7KH�ODWH�VL[WLHV�KDYH�VHHQ�LQ�$PHULFD�D�SUROLIHUDWLRQ�RI�YDULRXV�LQVWLWXWHV�DQG�
VHPLQDUV�LQ�ZKLFK�EXVLQHVVPHQ�DQG�RWKHUV�HQJDJH�LQ�VSHFLDO��VHQVLWLYLW\��VHDQFHV��H[SRVH�WKHPVHOYHV�WR��EUDLQZDYH�FRQGLWLRQLQJ���XQGHUWDNH�
\RJD�H[HUFLVHV�DQG�VXVWDLQHG��PHGLWDWLRQ���DQG�WKH�OLNH��7KHVH�IDGV�UHIOHFW�WKH�IUDFWXULQJ�RI�WKH�EURDGHU��PRUH�LQWHJUDWLYH�IUDPHZRUNV�RI�
EHOLHI��DV�QRWHG�LQ�RXU�GLVFXVVLRQ�LQ�3DUW�,,�



��������

QDWXUH��7KLV�VXJJHVWV�WKH�OLNHOLKRRG�RI�D�UHYLYDO�RI�UHOLJLRVLW\�RI�D�PRUH�SHUVRQDO��QRQLQVWLWXWLRQDO�QDWXUH��)LQDOO\��
WKH�HPHUJLQJ�UDWLRQDO�KXPDQLVP�LV�KLVWRULFDOO\�FRQWLQJHQW�LQ�WKH�VHQVH�WKDW�LW�GRHV�QRW�LQYROYH²DV�ZDV�WKH�FDVH�
ZLWK�QLQHWHHQWK�FHQWXU\�LGHRORJ\²XQLYHUVDOO\�SUHVFULSWLYH�FRQFHSWV�RI�VRFLDO�RUJDQL]DWLRQ�EXW�VWUHVVHV�FXOWXUDO�
DQG�HFRQRPLF�JOREDO�GLYHUVLW\��,Q�VR�GRLQJ��UDWLRQDO�KXPDQLVP�LV�OLNHO\�WR�EH�KLVWRULFDOO\�PRUH�UHOHYDQW�WKDQ�ZDV�
WKH�FDVH�ZLWK�HDUOLHU�UHVSRQVHV�WR�VRFLDO�GLOHPPDV��8QOLNH�WKH�LQGXVWULDO�DJH��ZKHQ�FRPSOH[LW\�DQG�KLVWRULFDO�
GLVFRQWLQXLW\�LQGXFHG�LGHRORJLFDO�IOLJKWV�RI�WKH�PLQG�LQWR�DWDYLVP�RU�IXWXULVWLF�8WRSLDV��LQ�WKH�WHFKQHWURQLF�DJH�
WKH�JUHDWHU�DYDLODELOLW\�RI�PHDQV�SHUPLWV�WKH�GHILQLWLRQ�RI�PRUH�DWWDLQDEOH�HQGV��WKXV�PDNLQJ�IRU�D�OHVV�GRFWULQDLUH�
DQG�D�PRUH�HIIHFWLYH�UHODWLRQVKLS�EHWZHHQ��ZKDW�LV��DQG��ZKDW�RXJKW�WR�EH���

7KH�JUHDW�UHYROXWLRQV�RI�WKH�QLQHWHHQWK�DQG�WZHQWLHWK�FHQWXULHV�VRXJKW�ERWK�OLEHUW\�DQG�HTXDOLW\��EXW�
HYHQ�LQ�WKH�DEVHQFH�RI�UDFLDO�FRQIOLFW�LW�ZDV�IRXQG�WKDW�WKH�WZR�ZHUH�GLIILFXOW�WR�FRPELQH�LQ�DQ�DJH�LQ�ZKLFK�WKH�
WUDGLWLRQDO�LQVWLWXWLRQV�RI�D�UHOLJLRXV��DULVWRFUDWLF��DQG�DJULFXOWXUDO�HUD�ZHUH�FODVKLQJ�ZLWK�WKH�HIIHFWV�RI�VNHSWLFDO�
UDWLRQDOLVP��OHJDOLVWLF�GHPRFUDF\��QDVFHQW�VRFLDO�FRQVFLRXVQHVV��DQG�WKH�QHHGV�RI�D�GHYHORSLQJ�XUEDQ�LQGXVWULDO�
VRFLHW\��,Q�$PHULFD�WKH�OLQNDJH�RI�OLEHUW\�DQG�HTXDOLW\�ZDV�HVSHFLDOO\�KLQGHUHG�E\�GHHSO\�HPEHGGHG�
IXQGDPHQWDOLVW�UHOLJLRXV�YDOXHV�WKDW�ZHUH�UHLQIRUFHG�E\�WKH�HYHU�ZLGHQLQJ�JDS�EHWZHHQ�WKH�SURJUHVVLQJ�ZKLWH�
FRPPXQLW\�DQG�WKH�DUWLILFLDOO\�DUUHVWHG�EODFN�FRPPXQLW\��,QHTXDOLW\�EHFDPH�D�VHOI�IXOILOOLQJ�SURSKHF\��DV�ZHOO�DV�
DQ�HFRQRPLF�QHFHVVLW\�WR�WKH�LQGXVWULDOO\�GHYHORSLQJ�1RUWK��

7KH�SRVLWLYH�SRWHQWLDO�RI�WKH�WKLUG�$PHULFDQ�UHYROXWLRQ�OLHV�LQ�LWV�SURPLVH�WR�OLQN�OLEHUW\�ZLWK�HTXDOLW\��
7KLV�OLQNDJH�LV�D�SURFHVV��DQG�ZLOO�QRW�EH�DWWDLQHG�DOO�DW�RQFH��,QGHHG��GXULQJ�WKH�QH[W�VHYHUDO�GHFDGHV�UHYHUVDOV�
DQG�HYHQ�LQFUHDVHG�WHQVLRQV�DUH�WR�EH�H[SHFWHG��1HYHUWKHOHVV��WKRXJK�IUHTXHQWO\�REVFXUHG�E\�SDVVLRQDWH�
SROHPLFV��WKH�HPHUJLQJ�UDWLRQDO�KXPDQLVP�LV�SDUW�RI�WKH��FXOWXUDO�UHYROXWLRQ��WKDW�$PHULFD�KDV�EHHQ�
H[SHULHQFLQJ��D�FXOWXUDO�UHYROXWLRQ�PRUH�HQGXULQJ�DQG�GHHSHU�WKDQ�WKH�RQH�WKDW�LQLWLDWHG�WKH�WHUP��/LQNHG�WR�
SROLWLFDO�UHIRUP��WKH�FXUUHQW�FXOWXUDO�UHYROXWLRQ�FRXOG�JUDGXDOO\�HQODUJH�WKH�VFRSH�RI�SHUVRQDO�IUHHGRP�E\�
LQFUHDVLQJ�WKH�VHQVH�RI�VHOI�IXOILOOPHQW�RI�DQ�XQSUHFHGHQWHG�QXPEHU�RI�FLWL]HQV�DQG�JLYH�JUHDWHU�PHDQLQJ�WR�
HTXDOLW\�E\�PDNLQJ�NQRZOHGJH�WKH�EDVLV�IRU�VRFLDO�DQG�UDFLDO�HJDOLWDULDQLVP��,W�FRXOG�FUHDWH�WKH�SUHFRQGLWLRQV�IRU�
D�VRFLDOO\ FUHDWLYH�DQG�LQGLYLGXDOO\�JUDWLI\LQJ�VRFLHW\�WKDW�ZRXOG�LQHYLWDEO\�KDYH�D�FRQVWUXFWLYH�ZRUOG�UROH�WR�
SOD\��

���,QWHUQDWLRQDO�3URVSHFWV�
7HQVLRQ�LV�XQDYRLGDEOH�DV�PDQ�VWULYHV�WR�DVVLPLODWH�WKH�QHZ�LQWR�WKH�IUDPHZRUN�RI�WKH�ROG��)RU�D�WLPH�WKH�
HVWDEOLVKHG�IUDPHZRUN�UHVLOLHQWO\�LQWHJUDWHV�WKH�QHZ�E\�DGDSWLQJ�LW�LQ�D�PRUH�IDPLOLDU�VKDSH��%XW�DW�VRPH�SRLQW�
WKH�ROG�IUDPHZRUN�EHFRPHV�RYHUORDGHG��7KH�QHZ�LQSXW�FDQ�QR�ORQJHU�EH�UHGHILQHG�LQWR�WUDGLWLRQDO�IRUPV��DQG�
HYHQWXDOO\�LW�DVVHUWV�LWVHOI�ZLWK�FRPSHOOLQJ�IRUFH��7RGD\��WKRXJK�WKH�ROG�IUDPHZRUN�RI�LQWHUQDWLRQDO�SROLWLFV�²�
ZLWK�WKHLU�VSKHUHV�RI�LQIOXHQFH��PLOLWDU\�DOOLDQFHV�EHWZHHQ�QDWLRQ�VWDWHV��WKH�ILFWLRQ�RI�VRYHUHLJQW\��GRFWULQDO�
FRQIOLFWV�DULVLQJ�IURP�QLQHWHHQWK�FHQWXU\�FULVHV²LV�FOHDUO\�QR�ORQJHU�FRPSDWLEOH ZLWK�UHDOLW\��

,QGHHG��LW�LV�UHPDUNDEOH�KRZ�UDSLGO\�WKH�GRPLQDQW�PRRGV�KDYH�FKDQJHG�GXULQJ�WKH�ODVW�WZR�GHFDGHV��
7KH�����V�ZHUH�WKH�HUD�RI�FHUWDLQW\��7KH�WZR�VLGHV²&RPPXQLVW�DQG�:HVWHUQ²IDFHG�HDFK�RWKHU�LQ�D�VHWWLQJ�WKDW�
SLWWHG�FRQYLFWLRQ�DJDLQVW�FRQYLFWLRQ��6WDOLQLVW�0DQLFKDHDQV�FRQIURQWHG�'XOOHV
V�PLVVLRQDULHV��7KDW�PRRG�TXLFNO\�
JDYH�ZD\�WR�DQRWKHU��ZLWK�.KUXVKFKHY�DQG�.HQQHG\�VHUYLQJ�DV�WUDQVLWLRQV�WR�DQ�HUD�RI�FRQIXVLRQ��'LVVHQVLRQ�LQ�
WKH�FRPPXQLVW�ZRUOG�SURPSWHG�DQ�LGHRORJLFDO�FULVLV��ZKLOH�WKH�:HVW�LQFUHDVLQJO\�EHJDQ�WR�TXHVWLRQ�LWV�RZQ�
YDOXHV�DQG�ULJKWHRXVQHVV��&RPPXQLVW�F\QLFV�FRQIURQWHG�OLEHUDO�VNHSWLFV��

7KHUH�DUH�LQGLFDWLRQV�WKDW�WKH�����V�ZLOO�EH�GRPLQDWHG�E\�JURZLQJ�DZDUHQHVV�WKDW�WKH�WLPH�KDV�FRPH�IRU�
D�FRPPRQ�HIIRUW�WR�VKDSH�D�QHZ�IUDPHZRUN�IRU�LQWHUQDWLRQDO�SROLWLFV��D�IUDPHZRUN�WKDW�FDQ�VHUYH�DV�DQ�HIIHFWLYH�
FKDQQHO�IRU�MRLQW�HQGHDYRUV��<HW�LW�PXVW�EH�UHFRJQL]HG�WKDW�WKHUH�ZLOO�EH�QR�UHDO�JOREDO�FRRSHUDWLRQ�XQWLO�WKHUH�LV�
IDU�JUHDWHU�FRQVHQVXV�RQ�LWV�SULRULWLHV�DQG�SXUSRVHV��

,V�LW�WR�HQKDQFH PDQ
V�PDWHULDO�ZHOO�EHLQJ�DQG�KLV�LQWHOOHFWXDO�GHYHORSPHQW"�,V�HFRQRPLF�JURZWK�WKH�
DQVZHU��RU�LV�D�PDVVLYH�LQWHUQDWLRQDO�HGXFDWLRQDO�HIIRUW�WR�EH�WKH�SRLQW�RI�GHSDUWXUH"�6KRXOG�KHDOWK�KDYH�SULRULW\"�
+RZ�LV�SHUVRQDO�ZHOO�EHLQJ�UHODWHG�WR�WKH�SHUKDSV�OHVV�LPSRUWDQW�EXW�PRUH�HDVLO\�PHDVXUHG�JURVV�QDWLRQDO�
SURGXFW"�,V�WKHUH�D�QHFHVVDU\�FRQQHFWLRQ�EHWZHHQ�VFLHQWLILF�DGYDQFH�DQG�SHUVRQDO�KDSSLQHVV"�

7KHUH�LV�DOUHDG\�ZLGHVSUHDG�DJUHHPHQW�DERXW�WKH�GHVLUDELOLW\�RI�FXWWLQJ�DUPV�EXGJHWV�DQG�GHYHORSLQJ�
LQWHUQDWLRQDO SHDFH�NHHSLQJ�IRUFHV��7KHUH�LV�DOVR�D�PRUH�VHOI�FRQVFLRXV�DZDUHQHVV�RI�PDQ
V�LQKHUHQW�
DJJUHVVLYHQHVV�DQG�RI�WKH�QHHG�WR�FRQWURO�LW����7RWDOO\�GHVWUXFWLYH�ZHDSRQV�PDNH�WKH�HIIHFWV�RI�FRQIOLFW�
LQFDOFXODEOH�DQG�WKXV�UHGXFH�WKH�OLNHOLKRRG�RI�D�PDMRU�ZDU��+HUH� DJDLQ��DQ�HPHUJLQJ�JOREDO�FRQVFLRXVQHVV�LV�
IRUFLQJ�WKH�DEDQGRQPHQW�RI�SUHRFFXSDWLRQV�ZLWK�QDWLRQDO�VXSUHPDF\�DQG�DFFHQWXDWLQJ�JOREDO�LQWHUGHSHQGHQFH��,Q�
WKH�8QLWHG�6WDWHV�WKLV�JURZLQJ�LQWHUQDWLRQDO�DZDUHQHVV�KDV�VRPHWLPHV�WDNHQ�WKH�IRUP�RI�JUHDWHU�VHQVLWLYLW\�WR�WKH�
LQIOXHQFH�RI�WKH��PLOLWDU\�LQGXVWULDO�FRPSOH[�����DQG�LW�KDV�HIIHFWLYHO\�REVWUXFWHG�WKH�XQOLPLWHG�GHYHORSPHQW�RI�
ELRORJLFDO�FKHPLFDO�ZHDSRQU\�DQG�LWV�XVH�LQ�FRPEDW��,W�KDV�DOVR�VWLPXODWHG�SUHVVXUHV�IRU�D�UH�H[DPLQDWLRQ�RI�
GHIHQVH�UHTXLUHPHQWV��ZKLOH�LQ�RWKHU�DGYDQFHG�FRXQWULHV��SDUWLFXODUO\�LQ�-DSDQ�DQG�:HVWHUQ�(XURSH��LW�KDV�
SURPSWHG�VWURQJ�SDFLILVW�PRYHPHQWV��

1RQHWKHOHVV��D�UHDOLVWLF�DVVHVVPHQW�FRPSHOV�WKH�FRQFOXVLRQ�WKDW�WKHUH�ZLOO�EH�QR�JOREDO�VHFXULW\�
DUUDQJHPHQW�LQ�WKH�IRUHVHHDEOH�IXWXUH��7KH�PRVW�WKDW�FDQ�EH�H[SHFWHG�DQG�HIIHFWLYHO\�VRXJKW�LV�D�ZLGHQLQJ�RI�
DUPV�FRQWURO�WUHDWLHV��VRPH�XQLODWHUDO�UHVWUDLQWV�RQ�GHIHQVH�VSHQGLQJ��DQG�VRPH�H[SDQVLRQ�LQ�81�SHDFH�NHHSLQJ�
PDFKLQHU\��7KH�FRQIOLFWV�EHWZHHQ�QDWLRQV�DUH�VWLOO�YHU\�UHDO��UHDGLQJV�RI ZRUOG�FKDQJH�VWLOO�GLIIHU�VKDUSO\��DQG



��������

QDWLRQDO�DVSLUDWLRQV�UHPDLQ�GLYHUJHQW��0RUHRYHU��XQOLNH�WKH�VLWXDWLRQ�LQ�-DSDQ��:HVWHUQ�(XURSH��DQG�WKH�8QLWHG�
6WDWHV��QHLWKHU�LQ�WKH�6RYLHW�8QLRQ�QRU�LQ�&KLQD�LV�WKHUH�DQ\�SXEOLF�GLVFXVVLRQ�RI�ZHDSRQV�GHYHORSPHQW�DQG�
GHIHQVH�VSHQGLQJ��6HFUHF\�DQG�FHQVRUVKLS�LPSRVH�UHVWUDLQWV�RQ�YLHZV�WKDW�GLYHUJH�IURP�WKH�RIILFLDO�SRVLWLRQ� DQG�
WKXV�OLPLW�WKH�LQIOXHQFH�RI�D�JURZLQJ�JOREDO�FRQVFLRXVQHVV�RQ�SROLF\�FKRLFHV�RSHQ�WR�WKH�OHDGHUV�RI�WKHVH�VWDWHV��

7KH�SLFWXUH�LV�VRPHZKDW�PRUH�DPELJXRXV�LQ�WKH�ILHOGV�RI�HFRQRPLF�DQG�HGXFDWLRQDO�VFLHQWLILF�
GHYHORSPHQW��$OO�PDMRU�FRXQWULHV�QRZ�DFFHSW�WKH�SULQFLSOH�WKDW�WKH\�RXJKW�WR�DLG�WKH�OHVV�GHYHORSHG�FRXQWULHV��
7KLV�LV�D�QHZ�PRUDO�SRVLWLRQ��DQG�LW�LV�DQ�LPSRUWDQW�FRPSRQHQW�RI�WKH�QHZ�JOREDO�FRQVFLRXVQHVV��7KRXJK�QDWLRQV�
VWLOO�DVVHUW�WKHLU�VRYHUHLJQW\�LQ�IL[LQJ�WKH�VFDOH�RI�DLG�H[WHQGHG��PRVW�PDNH�OHVV�WKDQ�RQH�SHU�FHQW�RI�WKHLU�*13�
DYDLODEOH���WKH\�KDYH�LQ�HIIHFW�FUHDWHG�D�ELQGLQJ�SUHFHGHQW��WKH�H[WHQVLRQ�RI�DLG�KDV�EHFRPH�DQ�LPSHUDWLYH��,W�
VHHPV�OLNHO\�WKDW�LQ�WKH�\HDUV�WR�FRPH��GHVSLWH�SHUVLVWLQJ�FRQIOLFWV�DPRQJ�VWDWHV��HFRQRPLF�DLG�ZLOO�JURZ�LQ�VFDOH�
DQG�EH�XVHG�OHVV�DQG�OHVV�DV�D�YHKLFOH�RI�SROLWLFDO�LQIOXHQFH��$W�WKH�VDPH�WLPH��KRZHYHU��VKRUW�RI�D�YHU\�PDMRU�
FULVLV��LW�VHHPV�XQOLNHO\�WKDW�DLG�ZLOO�EH�IRUWKFRPLQJ�LQ�DPRXQWV�VXIILFLHQW�WR�RIIVHW�WKH�WKUHDWHQLQJ�SURVSHFWV�
GLVFXVVHG�LQ�3DUW�,��

,Q�VRPH�UHVSHFWV�WHFKQRORJLFDO�VFLHQWLILF�GHYHORSPHQWV�DXJXU�PRUH�SURPLVH�IRU�WKH�UDSLG�JOREDO�VSUHDG�
RI�HGXFDWLRQDO�SURJUDPV�DQG�RI�QHZ�WHFKQLTXHV��7HOHYLVLRQ�VDWHOOLWHV�DUH�DOUHDG\�PDNLQJ�UHJLRQDO�HGXFDWLRQDO�
SURJUDPV�SRVVLEOH��DV�LQ�&HQWUDO�$PHULFD���DQG�WKHUH�KDV�EHHQ�SURJUHVV�LQ�VHWWLQJ�XS�UHJLRQDO�WHFKQRORJLFDO�
LQVWLWXWHV��WKLV�PLJKW�HYHQWXDOO\�UHGXFH�WKH�EUDLQ�GUDLQ��ZKLFK�LV�FDXVHG�LQ�SDUW E\�WKH�WHPSWDWLRQV�LQKHUHQW�LQ�
UHVLGHQW�VWXGLHV�LQ�WKH�PRUH�DGYDQFHG�FRXQWULHV���7KH�'HYHORSPHQW�$VVLVWDQFH�&RPPLWWHH�RI�2(&'�RIIHUV�WKH�
SRWHQWLDO�IRU�D�V\VWHPDWLF�DSSURDFK�WR�PHHWLQJ�WKH�HGXFDWLRQDO�QHHGV�RI�WKH�OHVV�GHYHORSHG�FRXQWULHV��DQG�XQOLNH�
81(6&2�LW�LV�QRW�VXEMHFW�WR�SROLWLFDO�SUHVVXUHV�IURP�WKHP����6XFK�DQ�DSSURDFK�ZRXOG�EH�FRQVLVWHQW�ZLWK�WKH�
HPHUJHQFH�RI�D�PRUH�FRRSHUDWLYH�FRPPXQLW\�RI�WKH�GHYHORSHG�QDWLRQV��RQH�DEOH�WR�DGRSW�D�FRPPRQ�
GHYHORSPHQW�VWUDWHJ\��7KH�VSUHDG�RI�(QJOLVK�DV�D�JOREDO�VFLHQWLILF�ODQJXDJH�LV�DFFHOHUDWLQJ�WKH�IRUPDWLRQ�RI�D�
JOREDO�VFLHQWLILF�IDPLO\��LQFUHDVLQJO\�PRELOH�DQG�LQWHUFKDQJHDEOH��

<HW�WKLV�SURJUHVV�FRXOG�EH�YLWLDWHG�LQ�PDQ\�FRXQWULHV�E\�D�VRFLDO�LQFDSDFLW\�WR�GLJHVW�DQG�DEVRUE�WKH�
SRVLWLYH�SRWHQWLDO�LQKHUHQW�LQ�HGXFDWLRQDO�DQG�VFLHQWLILF�JURZWK��7KHLU�LQDGHTXDWH�HFRQRPLF�UHVRXUFHV²RQO\�
PDUJLQDOO\�DXJPHQWHG�E\�UHDVRQDEO\�IRUHVHHDEOH�IRUHLJQ�DLG²PD\�HYHQ�FDXVH�VRPH�SRVLWLYH�FKDQJHV�WR�
EDFNILUH��SURPSWLQJ�QRW�VRFLDO�DGYDQFH�EXW�FRVWO\�FRQIOLFW��QRW�SROLF\�LQQRYDWLRQ�EXW�SROLWLFDO�SDUDO\VLV��,QGHHG��
RXU�VWLOO�OLPLWHG�NQRZOHGJH�RI�WKH�IDFWRUV�LQGXFLQJ�VRFLDO�GHYHORSPHQW��DQG�RI�WKH�UROH�SOD\HG�LQ�WKDW�
GHYHORSPHQW�E\�UHOLJLRQ��FXOWXUH��DQG�SV\FKRORJ\��KLQGHUV�WKH�IRUPXODWLRQ�RI�DQ�HIIHFWLYH�VWUDWHJ\�IRU�WKH�
GLVVHPLQDWLRQ�RI�WHFKQLFDO�NQRZ�KRZ�DQG�IRU�WKH�DSSOLFDWLRQ�RI�PDWHULDO�DLG���

,Q�WKLV�VHWWLQJ��ZKLFK�FRPELQHV�UXGLPHQWV�RI�RUGHU�DQG�HOHPHQWV�RI�FKDRV��WZR�JHQHUDO�SURVSHFWV��ERWK�
PRUH�LPPHGLDWHO\�UHOHYDQW�WR�8QLWHG�6WDWHV�IRUHLJQ�SROLF\��VHHP�SUREDEOH��ILUVW��WKH�7KLUG�:RUOG��WKRXJK�LW�ZLOO�
REYLRXVO\�FRQWLQXH�WR�H[SHULHQFH�WXUEXOHQW�FKDQJHV��LV�QRW�YHU\�OLNHO\�WR�EH�VZHSW�E\�D�FRPPRQ�UHYROXWLRQDU\�
ZDYH��VHFRQG��WKH�6RYLHW�8QLRQ�ZLOO�LQ�WKH�IRUHVHHDEOH�IXWXUH�UHPDLQ�WRR�VWURQJ�H[WHUQDOO\�QRW�WR�EH�D�JOREDO�ULYDO�
WR�WKH 8QLWHG�6WDWHV�EXW�WRR�ZHDN�LQWHUQDOO\�WR�EH�LWV�JOREDO�SDUWQHU��

7KH�5HYROXWLRQDU\�3URFHVV�
7KH�FRQFHSW�RI�DQ�LQWHUQDWLRQDO�UHYROXWLRQ�LQVSLUHG�E\�D�FRPPRQ�LGHRORJ\�KDG�VRPH�PHDQLQJ�ZKHQ�WKH�

LQGXVWULDO�UHYROXWLRQ�VHHPHG�WR�LQGLFDWH�WKDW�FHUWDLQ�IRUPV�RI�VRFLDO�RUJDQL]DWLRQ�DQG�RI�VRFLDO�FULVLV�KDG�D�JHQHUDO�
DSSOLFDWLRQ��7KDW�YLHZ�FRPELQHG�D�XQLYHUVDO�LQWHOOHFWXDO�SHUVSHFWLYH�ZLWK�D�JHRJUDSKLFDOO\�KLVWRULFDO�
SDURFKLDOLVP��,W�DVVXPHG��LQ�SDUW�EHFDXVH�LQIRUPDWLRQ�DERXW�ZRUOG�SURFHVVHV�ZDV�UHODWLYHO\�OLPLWHG��WKDW�D�
FRPPRQ�JOREDO�IUDPHZRUN�FRXOG�EH�SRVWXODWHG�RQ�WKH�EDVLV�RI�WKH�KLVWRULFDO�H[SHULHQFH�RI�D�IHZ�:HVWHUQ�
FRXQWULHV��,W�LV�QRZ�LQFUHDVLQJO\�HYLGHQW�WKDW�VRFLDO�FRQGLWLRQV��DV�ZHOO�DV�WKH�ZD\�LQ�ZKLFK�VFLHQFH�DQG�
WHFKQRORJ\�DUH�VRFLDOO\�DSSOLHG��YDU\�HQRUPRXVO\��DQG�WKDW�WKLV�YDULHW\�LQFOXGHV�YHU\�VXEWOH�EXW�LPSRUWDQW�
QXDQFHV�RI�FXOWXUDO��UHOLJLRXV��DQG�KLVWRULF�WUDGLWLRQ��LQ�DGGLWLRQ�WR HFRQRPLF�DQG�WHFKQLFDO�IDFWRUV����

0RUHRYHU��LQ�5XVVLD�DQG�LQ�&KLQD�WKH�UHYROXWLRQDU\�LQWHOOLJHQWVLD�RI�WKH�ODWH�QLQHWHHQWK�DQG�HDUO\�
WZHQWLHWK�FHQWXULHV�ZDV�LWVHOI�LQ�WKH�IRUHIURQW�RI�WKH�SURFHVV�RI�PRGHUQL]DWLRQ��,W�UHSUHVHQWHG�WKH�PRVW�DGYDQFHG�
VHJPHQWV�RI�VRFLHW\��DQG�KHQFH�D�SROLWLFDO�YLFWRU\�E\�LW�LQKHUHQWO\�LQYROYHG�D�KLVWRULFDO�VWHS�IRUZDUG�IRU�WKH�
VRFLHW\�DV�D�ZKROH��7KLV�LV�QR�ORQJHU�WKH�FDVH��7KH�UHYROXWLRQDU\�LQWHOOLJHQWVLD�LQ�WKH�OHVV�GHYHORSHG�FRXQWULHV��WR�
VD\�QRWKLQJ�RI�LWV�YLFDULRXV�PLGGOH�FODVV�LQWHOOHFWXDO�HTXLYDOHQWV�LQ�WKH�8QLWHG�6WDWHV��RIWHQ�UHSUHVHQWV�D�VRFLDO�
DQDFKURQLVP��$V�IDU�DV�WKH�PRGHUQL]DWLRQ�SURFHVV�LV�FRQFHUQHG��WKLV�LQWHOOLJHQWVLD�KDV�EHHQ�OHIW�EHKLQG�E\�
GHYHORSPHQWV�LQ�VFLHQFH�DQG�WHFKQRORJ\��LQ�ZKLFK�LW�LV�ODUJHO\��LOOLWHUDWH���

,W�LV�SRVVLEOH��WKHUHIRUH��WKDW�LQ�VRPH�FRXQWULHV��SHUKDSV�HYHQ�WKH�PRUH�PRGHUQ�RQHV��WKHVH�DQDFKURQLVWLF�
LQWHOOLJHQWVLDV�PD\�HYHQ�VXFFHHG��E\�FOLQJLQJ�WR�HVVHQWLDOO\�DULVWRFUDWLF�DQG�DQWL�LQGXVWULDO�YDOXHV��LQ�HIIHFWLYHO\�
EORFNLQJ�WKH�PRGHUQL]DWLRQ�RI�WKHLU�VRFLHWLHV�E\�LQVLVWLQJ�WKDW�LW�EH�SRVWSRQHG�XQWLO�DIWHU�DQ�LGHRORJLFDO�UHYROXWLRQ�
KDV�WDNHQ�SODFH��,Q�WKLV�VHQVH��WKH�WHFKQH�WURQLF�UHYROXWLRQ�FRXOG�SDUWLDOO\�EHFRPH�D�VHOI�OLPLWLQJ�SKHQRPHQRQ��
GLVVHPLQDWHG�E\�PDVV�FRPPXQLFDWLRQV��LW�FUHDWHV�LWV�RZQ�DQWLWKHVLV�WKURXJK�WKH�LPSDFW�RI�PDVV�FRPPXQLFDWLRQV�

�7KLV�LV�ZK\�WKHUH�LV�VSHFLDO�PHULW�LQ�WKH�1DWLRQDO�3ODQQLQJ�$VVRFLDWLRQ
V�SURSRVDO��������WKDW�D�7HFKQLFDO�$VVLVWDQFH�DQG�
'HYHORSPHQW�5HVHDUFK�,QVWLWXWH�EH�HVWDEOLVKHG�LQ�:DVKLQJWRQ�WR�SURYLGH�WHFKQLFDO�DVVLVWDQFH�WR�XQGHUGHYHORSHG�QDWLRQV�DQG�
WR�PDNH�D�EURDG�JDXJHG�VWXG\�RI�WKH�SUREOHPV�FRQQHFWHG�ZLWK�GHYHORSPHQW��
�� )RU�HDUOLHU�GLVFXVVLRQ�RI�WKH�SURVSHFWV�RI�UHYROXWLRQDU\�VXFFHVV��VHH�SS��������������������DQG���������
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RQ�VRPH�VHFWRUV�RI�WKH�LQWHOOLJHQWVLD��,Q�VRPH�RI�WKH�GHYHORSLQJ�FRXQWULHV�WKLV�PLJKW�HYHQWXDOO\�SLW�WKH�WUDGLWLRQDO�
KXPDQLVW�OHJDOLVW�WUDLQHG�LQWHOOLJHQWVLD��ZKR�DUH�PRUH�UHFHSWLYH�WR�GRFWULQDO�DSSHDOV��DJDLQVW�WKH�\RXQJHU��PRUH�
VRFLDOO\�FRQFHUQHG�DQG�LQQRYDWLYH�RIILFHUV��HQJLQHHUV��DQG�VWXGHQWV��ZKR�KDYH�FRPELQHG�WR�HIIHFW�D�PRGHUQL��
]DWLRQ�WKDW�LV�LQGLJHQRXV�DQG�VRFLDOO\�UDGLFDO��WKRXJK�SURJUDP�PDWLFDOO\�HFOHFWLF��

,Q�/DWLQ�$PHULFD�WKH�PRUH�H[WUHPH�UHIRUPV�PD\�EH�PRUH�UHPLQLVFHQW�RI�3HURQLVP�DQG�IDVFLVP�WKDQ�RI�
FRPPXQLVP��%\������WKH�VWXGHQW�SRSXODWLRQ�ZLOO�EH�DSSUR[LPDWHO\�RQH�PLOOLRQ���� WKXV�FUHDWLQJ�DQ�DPELWLRXV�DQG�
SROLWLFDOO\�YRODWLOH�EDVH�IRU�UHIRUP��,Q�DGGLWLRQ��ERWK�WKH�RSSRVLWLRQ�RI�/DWLQ�$PHULFDQ�JRYHUQPHQWV�WR�8QLWHG�
6WDWHV�HFRQRPLF�DQG�SROLWLFDO�LQIOXHQFH���DQG�WKHLU�LQFOLQDWLRQ�WR�XQGHUWDNH�UDGLFDO�GRPHVWLF�UHIRUPV�PD\�EH�
H[SHFWHG�WR�LQFUHDVH��EXW�WR�GR�VR�ZLWKLQ�D�IUDPHZRUN�WKDW�FRPELQHV�D�PRUH�VRFLDOO\�UHVSRQVLEOH�&DWKROLFLVP�
ZLWK�QDWLRQDOLVP��LQ�D�VHWWLQJ�RI�FRQVLGHUDEOH�QDWLRQDO�GLYHUVLW\��7KLV�ZLOO�SURGXFH�D�KLJKO\�GLIIHUHQWLDWHG�SDWWHUQ�
RI�FKDQJH��EXW�HYHQ�LWV�UDGLFDO�PDQLIHVWDWLRQV�DUH�QRW�OLNHO\�WR�EH�PRGHOHG�RQ�FRPPXQLVW�FRXQWULHV��HVSHFLDOO\�
VLQFH�WKH�UHODWLYH�FXOWXUDO�VRSKLVWLFDWLRQ�RI�WKH�/DWLQ�$PHULFDQ�HOLWHV�UHGXFHV�WKH�DSSHDO�RI�WKH�VWRGJ\�(DVWHUQ�
(XURSHDQ�RU�6RYLHW�PRGHOV��7KH�RIILFHU�FRUSV��FRPSRVHG�RI�VRFLDOO\�UDGLFDO�DQG�WHFKQRORJLFDOO\�LQQRYDWLYH�
\RXQJHU�RIILFHUV��LV�PRUH�OLNHO\�WR�EH�WKH�VRXUFH�RI�UHYROXWLRQDU\�FKDQJH�WKDQ�WKH�ORFDO�FRPPXQLVW�SDUWLHV��DQG�
/DWLQ�$PHULFDQ�GLVFRQWHQW�ZLOO�EH�JDOYDQL]HG�QRW�E\�LGHRORJ\�EXW�E\�FRQWLQXLQJ�DQWL�<DQNHHLVP²SXUH�DQG�
VLPSOH��

,Q�RWKHU�SDUWV�RI�WKH�JOREH�VLPLODU�VRFLDO�FRPELQDWLRQV�SUREDEO\�ZLOO�UHVXOW�LQ�UHJLPHV�WKDW�ZLOO�
FRPSHQVDWH�IRU�WKH�ZHDNQHVV�RI�LQGLJHQRXV�UHOLJLRXV�DQG�LQWHOOHFWXDO�WUDGLWLRQV�E\�EHLQJ�GRF�WULQDOO\�RULHQWHG��
,UDTL�DQG�6XGDQHVH�FRXSV�RI�WKH�ODWH�����V��FDUULHG�RXW�E\�DOOLDQFHV�RI�RIILFHUV�DQG�LQWHOOHFWXDOV��ZLOO�SUREDEO\�EH�
UHSHDWHG�HOVHZKHUH�LQ�$IULFD�DQG�WKH�0LGGOH�(DVW��7KHUH�LV��KRZHYHU��VRPH�UHDVRQ�IRU�VNHSWLFLVP�FRQFHUQLQJ�WKH�
JHQXLQHQHVV�DQG�GHSWK�RI�WKH�LGHRORJLFDO�FRPPLWPHQW�RI�WKHVH�QHZ�UHJLPHV��6RPH�RI�WKHLU�LGHRORJ\�LV�VKDSHG�E\�
H[WUDQHRXV�IDFWRUV��WKH�TXHVWLRQ�RI�,VUDHO�DQG�RI�WKH�6RYLHW�DWWLWXGH���VRPH�LV�PHUHO\�FXUUHQWO\�IDVKLRQDEOH�
UKHWRULF��PXFK�RI�LW�LV�KLJKO\�YRODWLOH�DQG�VXEMHFW�WR�GUDVWLF�FKDQJHV���'RXEWOHVV��WKHVH�UHJLPHV�ZLOO�EH�DVVLVWHG�
DQG�H[SORLWHG�E\�WKH�6RYLHWV�DQG�WKH�&KLQHVH���7KH�ODWWHU��IRU�H[DPSOH��KDYH�DOUHDG\�PDGH�SROLWLFDO�LQURDGV�LQWR�
(DVW�$IULFD���(YHQ�VR��LW�ZLOO�VWLOO�EH�PRUH�D�PDWWHU�RI�WDFWLFDO�FRRSHUDWLRQ�WKDQ�RI�DFWXDO�FRQWURO�DQG�D FRPPRQ�
VWUDWHJLF�SROLF\��

6LPLODUO\��LQ�6RXWK�DQG�6RXWKHDVW�$VLD�UHYROXWLRQDU\�SDWWHUQV�DUH�OLNHO\�WR�KDYH�DQ�HVVHQWLDOO\�
LQGLJHQRXV�DQG�GLIIHUHQWLDWHG�FKDUDFWHU��,W�LV�TXLWH�SRVVLEOH�WKDW�WKH�WZR�ODUJH�SROLWLFDO�XQLWV² ,QGLD�DQG�
3DNLVWDQ²ZKLFK�FRPELQH�D�YDULHW\�RI�GLVSDUDWH�HFRQRPLF�DQG�HWKQLF�HQWLWLHV��PD\�VSOLW�XS��7KLV�ZLOO�EH�
HVSHFLDOO\�OLNHO\�DV�WKH�SUHVHQW�HOLWHV��ZKRVH�LQWHUQDO�XQLW\�ZDV�IRUJHG�E\�WKH�VWUXJJOH�DJDLQVW�WKH�%ULWLVK��IDGH�
IURP�WKH�VFHQH��7KH�ZDQLQJ�RI�WKH�&RQJUHVV�3DUW\�LQ�,QGLD�KDV�EHHQ�DFFRPSDQLHG�E\�LQWHQVLI\LQJ�HWKQLF�VWUHVVHV�
DQG�E\�WKH�SRODUL]DWLRQ�RI�SROLWLFDO�RSLQLRQV��6KRXOG�WKH�,QGLDQ�8QLRQ�EUHDN�GRZQ��VRXWKHUQ�7DPLO�VHSDUDWLVP��
SUREDEO\�OHIW�ZLQJ�UDGLFDO�LQ�RULHQWDWLRQ��ZRXOG�EH�FRQWHVWHG�E\�QRUWKHUQ�+LQGX�ULJKW�UDGLFDOLVP� SHUKDSV�PRUH�
UHOLJLRXVO\�RULHQWHG��HDFK�ZRXOG�WHQG�WR�LQWHQVLI\�WKH�GRFWULQDO�DQG�LQGLJHQRXV�GLVWLQFWLYHQHVV�RI�WKH�RWKHU��$V�
KDSSHQHG�HDUOLHU�LQ�&KLQD��DQ\�WHQGHQF\�WRZDUG�FRPPXQLVP�WKDW�PLJKW�UHVXOW�IURP�VXFK�D�FRQIURQWDWLRQ�ZRXOG�
VRRQ�EH�FXOWXUDOO\�DEVRUEHG�DQG�SHUKDSV�RYHUZKHOPHG�E\�WKH�ZHLJKW�RI�HFRQRPLF�EDFNZDUGQHVV��

,Q�&KLQD�WKH�6LQR�6RYLHW�FRQIOLFW�KDV�DOUHDG\�DFFHOHUDWHG�WKH�LQHVFDSDEOH�6LQLILFDWLRQ�RI�&KLQHVH�
FRPPXQLVP��7KDW�FRQIOLFW�VKDWWHUHG�WKH�UHYROXWLRQ
V�XQLYHUVDO�SHUVSHFWLYH�DQG²SHUKDSV�HYHQ�PRUH�LPSRUWDQW²�
GHWDFKHG�&KLQHVH�PRGHUQL]DWLRQ�IURP�LWV�FRPPLWPHQW�WR�WKH�6RYLHW�PRGHO��+HQFH��ZKDWHYHU�KDSSHQV�LQ�WKH�VKRUW�
UXQ��LQ�\HDUV�WR�FRPH�&KLQHVH�GHYHORSPHQW�ZLOO�SUREDEO\�LQFUHDVLQJO\�VKDUH�WKH�H[SHULHQFH�RI�RWKHU�QDWLRQV�LQ�
WKH�SURFHVV�RI�PRGHUQL]DWLRQ��7KLV�PD\�ERWK�GLOXWH�WKH�UHJLPH
V�LGHRORJLFDO�WHQDFLW\�DQG�OHDG�WR�PRUH�HFOHFWLF�
H[SHULPHQWDWLRQ�LQ�VKDSLQJ�WKH�&KLQHVH�URDG�WR�PRGHUQLW\� 0DQ\�RI�WKH�XSKHDYDOV�LQ�WKH�7KLUG�:RUOG�ZLOO�
XQDYRLGDEO\�KDYH�D�VWURQJ�DQWL�$PHULFDQ�ELDV��7KLV�LV�OLNHO\�WR�EH�SDUWLFXODUO\�WUXH�ZKHUH�$PHULFDQ�SUHVHQFH�DQG�
SRZHU�KDV�WUDGLWLRQDOO\�EHHQ�PRVW�YLVLEOH��,Q�DUHDV�QHDU�WKH�6RYLHW�8QLRQ�DQG�&KLQD��KRZHYHU��DQWL�6RYLHW�DQG�
DQWL�&KLQHVH�DWWLWXGHV�DUH�OLNHO\�WR�SUHGRPLQDWH�LQ�WKH�ORQJ�UXQ��LUUHVSHFWLYH�RI�WKH�FKDUDFWHU�RI�WKH�LQWHUQDO�UH��
IRUPV�DQG�RI�WKH�H[WHUQDO�FRPSOH[LRQ�RI�WKH�UXOLQJ�UHJLPHV��7KLV�DJDLQ�KLJKOLJKWV�WKH�SRLQW�WKDW�WKH�UHYROXWLRQDU\�
SURFHVV�DV�VXFK�ZLOO�QRW�QHFHVVDULO\�GHWHUPLQH�WKH�IRUHLJQ�SROLF\�VWDQFH�RI�WKH�QHZ�HOLWHV��ZKLFK�LV�PRUH�OLNHO\�WR�
EH�VKDSHG�E\�D�FRPELQDWLRQ�RI�WUDGLWLRQDO�DQWLSDWKLHV��FXUUHQW�IHDUV��DQG�GRPHVWLF�SROLWLFDO�QHHGV��

0RUHRYHU��WKH�EDVLF�RULHQWDWLRQ�RI�WKH�QHZ�HOLWHV�ZLOO�PRUH�DQG�PRUH�UHVSRQG�WR�WKH�LQWHOOHFWXDO�LPSDFW�
RI�GRPHVWLF�FKDQJHV�LQ�WKH�PRUH�DGYDQFHG�ZRUOG��FKDQJHV�GLUHFWO\�DQG�SHUVRQDOO\�YLVLEOH�WR�WKHVH�HOLWHV�WKURXJK�
WUDYHO��VWXG\��DQG�JOREDO�PDVV�PHGLD��7KLV�LQWLPDF\�ZLWK�OLIH�DEURDG�ZLOO�IXUWKHU�UHGXFH�WKH�LPSRUWDQFH�RI�
LQWHJUDWLYH�LGHRORJLHV��ZKLFK�KDG�SUHYLRXVO\�SURYLGHG�D�VXEVWLWXWH�IRU�D�FOHDU�YLVLRQ�RI WKH�IXWXUH�DQG�WKH�RXWVLGH�
ZRUOG��,GHRORJLFDO�XQLIRUPLW\�ZDV�WKH�SUHVFULSWLRQ�IRU�UHPDNLQJ�D�ZRUOG�WKDW�ZDV�ERWK�GLVWDQW�DQG�ODUJHO\�
XQNQRZQ��EXW�SUR[LPLW\�DQG�JOREDO�FRQJHVWLRQ�QRZ�GLFWDWH�UHYROXWLRQDU\�GLYHUVLW\��

$FFRUGLQJO\��WKH�UHDO�YDOXHV²DV�GLVWLQJXLVKHG�IURP�WKH�UKHWRULF ²RI�WKH�DVSLULQJ�HOLWHV�RI�WKH�
GHYHORSLQJ�QDWLRQV�ZLOO�EH�VKDSHG�E\�WDQJLEOH�GHYHORSPHQWV�UDWKHU�WKDQ�E\�DEVWUDFW�JHQHUDOL]DWLRQV��7KH�VXFFHVV�
RI�WKH�8QLWHG�6WDWHV�LQ�VKDSLQJ�D�ZRUNDEOH��PXOWLUDFLDO�GHPRFUDF\�ZKLOH�SLRQHHULQJ�LQ�VFLHQFH�DQG�WHFKQRORJ\��
WKH�DELOLW\�RI�(XURSH�DQG�-DSDQ�WR�RYHUFRPH�WKH�SV\FKRORJLFDO�DQG�VRFLDO�VWUHVVHV�RI�PDWXUH�PRGHUQLW\��DQG²�

�0RUHRYHU��WKHVH�UHJLPHV�KDYH�GLIILFXOW\�LQ�PRYLQJ�LQWR�ZKDW�+XQWLQJWRQ�KDV�FDOOHG�WKH�VHFRQG�SKDVH�RI�D�UHYROXWLRQ���$�FRPSOHWH�
UHYROXWLRQ��KRZHYHU��DOVR�LQYROYHV�D�VHFRQG�SKDVH��WKH�FUHDWLRQ�DQG�LQVWLWXWLRQDOL]DWLRQ�RI�D�QHZ�SROLWLFDO�RUGHU��7KH�VXFFHVVIXO�UHYROXWLRQ�
FRPELQHV�UDSLG�SROLWLFDO�PRELOL]DWLRQ�DQG�UDSLG�SROLWLFDO�LQVWLWXWLRQDOL]DWLRQ��1RW�DOO�UHYROXWLRQV�SUR�GXFH�D�QHZ�SROLWLFDO�RUGHU��7KH�PHDVXUH�
RI�KRZ�UHYROXWLRQDU\�D�UHYROXWLRQ�LV�LV�WKH�UDSLGLW\�DQG�WKH�VFRSH�RI�WKH�H[SDQVLRQ�RI�SROLWLFDO�SDUWLFLSDWLRQ��7KH�PHDVXUH�RI�KRZ�VXFFHVVIXO�D�
UHYROXWLRQ�LV�LV�WKH�DXWKRULW\�DQG�VWDELOLW\�RI�WKH�LQVWLWXWLRQV�WR�ZKLFK�LW�JLYHV�ELUWK���+XQWLQJWRQ��S�������
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ODVW��EXW�QRW�OHDVW²WKH�GHJUHH�WR�ZKLFK�WKH�6RYLHW�8QLRQ�EUHDNV�DZD\�IURP�WKH�GRFWULQDO�RUWKRGR[\�WKDW�LQKLELWV�
LWV�VRFLDO�GHYHORSPHQW�ZLOO�EH�FULWLFDOO\�LPSRUWDQW�LQ�VKDSLQJ�WKH�RXWORRN�RI�7KLUG�:RUOG�OHDGHUV��

86$�8665��/HVV�,QWHQVLYH��0RUH�([WHQVLYH�5LYDOU\�
7KH�H[WHQW�WR�ZKLFK�$PHULFDQV�YLHZ�UHYROXWLRQDU\�FKDQJHV�DEURDG�DV�DXWRPDWLFDOO\�LQLPLFDO�WR�WKHLU�LQWHUHVWV�
UHLQIRUFHV�WKH H[WHQW�WR�ZKLFK�WKHVH�VHHP�EHQHILFLDO�WR�WKH�6RYLHWV�DQG�FDQ�EH�ILWWHG�LQWR�D�JOREDO�FRPPXQLVW�
IUDPHZRUN��FRQYHUVHO\��WKH�H[WHQW�WR�ZKLFK�$PHULFD�YLHZV�WKHVH�FKDQJHV�LQ�D�QHXWUDO�OLJKW�GLPLQLVKHV�WKH�
LQWULQVLF�DWWUDFWLRQ�RI�WKH�6RYLHW�PRGHO�IRU�7KLUG�:RUOG�UHYROXWLRQDULHV�DQG�HQFRXUDJHV�LQGLJHQRXV�IDFWRUV�WR�
VXUIDFH�PRUH�UDSLGO\��7KH�6RYLHW�DWWUDFWLRQ�KDV�DOUHDG\�EHHQ�ZHDNHQHG�E\�WKH�DSSHDUDQFH�RI�VWDWHV�PRUH�PLOLWDQW�
WKDQ�WKH�6RYLHW�8QLRQ�DQG�RI�JURXSV�PRUH�DFWLYLVW�WKDQ�WKH�SUR�6RYLHW�FRPPXQLVW�SDUWLHV� 7KH�6RYLHW�DSSHDO�KDV�
DOVR�GHFOLQHG�EHFDXVH�LQWHUQDO�6RYLHW�EXUHDXFUDWL]DWLRQ�DQG�GRJPDWLF�UHVWUDLQWV�RQ�LQWHOOHFWXDO�FUHDWLYLW\�DQG�
VRFLDO�LQQRYDWLRQ�KDYH�PDGH�WKH�6RYLHW�8QLRQ�WKH�PRVW�FRQVHUYDWLYH�SROLWLFDO�DQG�VRFLDO�RUGHU�RI�WKH�PRUH�
DGYDQFHG�ZRUOG���

$PHULFDQ�6RYLHW�ULYDOU\�LV�KHQFH�OLNHO\�WR�EHFRPH�OHVV�LGHRORJLFDO�LQ�FKDUDFWHU��WKRXJK�LW�PD\�EHFRPH�
PRUH�H[WHQVLYH�JHRJUDSKLFDOO\�DQG�PRUH�GDQJHURXV�LQ�WHUPV�RI�WKH�SRZHU�LQYROYHG��,QFUHDVHG�GLUHFW�FRQWDFWV�
EHWZHHQ�WKH�WZR�QDWLRQV��UHVWUDLQWV�LPSRVHG�E\�PXWXDO�UHFRJQLWLRQ�RI�WKH�GHVWUXFWLYHQHVV�RI�SUHVHQW�ZHDSRQV�
V\VWHPV��DQG�OHVVHQHG�LGHRORJLFDO�H[SHFWDWLRQV�IRU�WKH�7KLUG�:RUOG�FRXOG�PDNH�$PHULFDQ�6RYLHW�UHODWLRQV�PRUH�
VWDEOH��1HYHUWKHOHVV��PRUH�DQG�PRUH�DUHDV�RQ�WKH�JOREH�FRXOG�EHFRPH�WKH�REMHFWV�RI�PRYHV�DQG�FRXQWHUPRYHV�LI�
WKH�JURZWK�LQ�ORQJ�UDQJH�6RYLHW�PLOLWDU\�IRUFHV��SDUWLFXODUO\�FRQYHQWLRQDO�DLU� DQG�VHD�OLIW�FDSDELOLWLHV��H[WHQGV�
$PHULFDQ�6RYLHW�ULYDOU\�WR�DUHDV�SUHYLRXVO\�FRQVLGHUHG�EH\RQG�WKH�6RYLHW�UHDFK��,QVWDELOLW\�LQ�WKH�7KLUG�:RUOG�
FRXOG�WHPSW�HLWKHU�VWDWH�WR�HPSOR\�LWV�SRZHU�WR�RIIVHW�RU�SUH�HPSW�WKH�RWKHU��WKHUHE\�FUHDWLQJ�VLWXDWLRQV�DQDORJRXV�
WR�WKH�)DVKRGD LQFLGHQW��ZKLFK�DW�WKH�HQG�RI�WKH�QLQHWHHQWK�FHQWXU\�DOPRVW�FDXVHG�D�ZDU�EHWZHHQ�)UDQFH�DQG�
%ULWDLQ�DW�D�WLPH�ZKHQ�WKHVH�SRZHUV�ZHUH�PRYLQJ��DQG�FRQWLQXHG�WR�PRYH��WRZDUG�D�(XURSHDQ�DFFRPPRGDWLRQ����

2Q�WKH�ZKROH��FORVH�FRRSHUDWLRQ�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�WKH�6RYLHW�8QLRQ�VHHPV�D�YHU\�XQOLNHO\�
SURVSHFW�LQ�WKH�FRPLQJ�GHFDGH��7KLV�LV�RQO\�SDUWLDOO\�GXH�WR�WKH�GLIIHUHQW�LGHRORJLFDO�DQG�SROLWLFDO�FKDUDFWHU�RI�WKH�
WZR�FRXQWULHV��$�FRPPXQLVW�$PHULFD�ZRXOG�LQ�DOO�SUREDELOLW\�UHPDLQ�D�ULYDO�RI�WKH�6RYLHW�8QLRQ��MXVW�DV�
&RPPXQLVW�&KLQD�VRRQ�EHFDPH�RQH��*LYHQ�LWV�VL]H�DQG�SRZHU��D�GHPRFUDWLF�DQG�FUHDWLYH��6RYLHW�8QLRQ�PLJKW�EH�
DQ�HYHQ�PRUH�SRZHUIXO�FRPSHWLWRU�IRU�WKH�8QLWHG�6WDWHV�WKDQ�LV�WKH�SUHVHQW�EX�UHDXFUDWLFDOO\�VWDJQDQW�DQG�
GRFWULQDOO\�RUWKRGR[�6RYLHW�V\VWHP��0RUHRYHU��GHPRFUDWLF�QDWLRQV�DUH�QRW�QHFHVVDULO\�SDFLILVW�QDWLRQV��DV�
$PHULFDQ�KLVWRU\�DPSO\�GHPRQVWUDWHV��5LYDOU\�EHWZHHQ�QDWLRQV�LV�LQKHUHQW�LQ�DQ�LQWHUQDWLRQDO�V\VWHP�WKDW�
IXQFWLRQV�ZLWKRXW�JOREDO�FRQVHQVXV²WKH�UHVXOW�RI�FHQWXULHV�RI�WKH�FRQGLWLRQLQJ�RI�PDQ
V�RXWORRN�E\�FRPSHWLWLYH�
QDWLRQV�WKDW�LQVLVWHG�RQ�WKHLU�LQGLYLGXDO�VXSHULRULW\��DQG�SDUWLFXODU�YDOXHV��6XFK�ULYDOU\ LV�QRW�OLNHO\�WR�EH�
WHUPLQDWHG�E\�DQ\WKLQJ�VKRUW�RI�D�IXQGDPHQWDO�UHFRQVWUXFWLRQ�LQ�WKH�QDWXUH�RI�UHODWLRQV�EHWZHHQ�QDWLRQV²DQG�
KHQFH�LQ�WKH�FKDUDFWHU�RI�QDWLRQDO�VRYHUHLJQW\�LWVHOI��

$W�SUHVHQW��WKH�IRUPDWLRQ�RI�D�QHZ�FRRSHUDWLYH�LQWHUQDWLRQDO�SDWWHUQ�LV JHWWLQJ�OLWWOH�KHOS�IURP�WKH�6RYLHW�
8QLRQ��LQ�VSLWH�RI�WKH�IDFW�WKDW�LW�FRQVLGHUV�LWVHOI�LQ�WKH�IRUHIURQW�RI�KLVWRULFDO�SURJUHVV�DQG�ZDV�XQWLO�UHFHQWO\�WKH�
VWDQGDUG�EHDUHU�RI�DQ�LGHRORJ\�WKDW�KDG�FXW�DFURVV�WUDGLWLRQDO�QDWLRQDO�OLQHV��7KH�LURQ\�RI�KLVWRU\ LV�VXFK�WKDW�
WRGD\�WKH�6RYLHW�8QLRQ�KDV�D�IRUHLJQ�SROLF\�WKDW�LV�LQWHQVHO\�QDWLRQDOLVWLF�DQG�D�GRPHVWLF�SROLF\�WKDW�FDOOV�IRU�WKH�
GRPLQDWLRQ�RI�QRQ�5XVVLDQ�PLQRULWLHV��LW�DFWLYHO\�FDPSDLJQV�DJDLQVW�UHJLRQDO�SDWWHUQV�RI�LQWHUQDWLRQDO�
FRRSHUDWLRQ��JUDQWV�D�GLVSURSRUWLRQDWHO\�VPDOO�DPRXQW�RI�KHOS�WR�WKH�OHVV�GHYHORSHG�QDWLRQV��URXJKO\�WHQ�SHU�FHQW�
RI�8QLWHG�6WDWHV�IRUHLJQ�DLG���DQG�UHMHFWV�D�MRLQW�H[SORUDWLRQ�RI�VSDFH��FORDNLQJ�LWV�RZQ�HIIRUWV�LQ�XWPRVW�VHFUHF\���

,QGHHG��RQH�RI�WKH�XQDQWLFLSDWHG�HIIHFWV�RI�WKH�6LQR�6RYLHW�GLVSXWH�PD\�EH�D�KDUGHQLQJ�RI�WKH�6RYLHW�
RXWORRN�DQG�D�PRUH�SDUDQRLG�YLHZ�RI�WKH�ZRUOG��7KRXJK�6RYLHW�OHDGHUV�ZDQW�WR�DYRLG�D�WZR�IURQW�FRQIURQWDWLRQ�
DQG�DUH�KHQFH�SXVKHG�WRZDUG�DFFRPPRGDWLRQ�ZLWK�HLWKHU�WKH�:HVW�RU�WKH�(DVW��WKH�YHU\�VFDOH RI�WKH�&KLQHVH�
FKDOOHQJH�LQWHQVLILHV�WKHLU�IHDUV��SXWV�D�SUHPLXP�RQ�PLOLWDU\�SUHSDUHGQHVV��DQG�VWLPXODWHV�DQ�LQWHQVH�
SUHRFFXSDWLRQ�ZLWK�WKH�VDFUHGQHVV�RI�IURQWLHUV����

(TXDOO\�LPSRUWDQW�EXW�OHVV�JHQHUDOO\�UHFRJQL]HG�DV�D�IDFWRU�LQ�LQKLELWLQJ�WKH�6RYLHW�8QLRQ�IURP�VHHNLQJ�
PRUH�ELQGLQJ�IRUPV�RI�LQWHUQDWLRQDO�FRRSHUDWLRQ�LV�WKH�GRPHVWLF�ZHDNQHVV�DQG�LQVHFXULW\�RI�6RYLHW�OHDGHUV��(YHQ�
ILIW\�\HDUV�DIWHU�LWV�LQFHSWLRQ��WKH�SROLWLFDO�V\VWHP�WKH\�KHDG�VWLOO�ODFNV�HOHPHQWDU\�OHJLWLPDF\��LWV�UXOLQJ�HOLWH�
UHOLHV�KHDYLO\�RQ�FRHUFLRQ�DQG�FHQVRUVKLS�WR�UHWDLQ�LWV�SRZHU��ZKLFK�LV�DFTXLUHG�QRW�E\�UHJXODU��FRQVWLWXWLRQDO�
SURFHGXUHV�EXW�WKURXJK�SURWUDFWHG��EXUHDXFUDWLF�LQILJKWLQJ���7KH�VWUXJJOHV�IRU�VXFFHVVLRQ�DUH�D�FDVH�LQ�SRLQW���
%HFDXVH�RI�WKH�GRFWULQDO�LQFDSDFLW\�RI�WKH�6RYLHW�SROLWLFDO�V\VWHP�WR�UHVSRQG�WR�WKH�LQWHUQDO�QHHGV�RI�VRFLDO�
LQQRYDWLRQ��EURDG�DFFRPPRGDWLRQ�ZLWK�WKH�:HVW��FDUU\LQJ�ZLWK�LW�WKH�DFNQRZOHGJPHQW�WKDW�WKH�/HQLQLVW�
GLFKRWRPLF�YLVLRQ�RI�WKH�ZRUOG²ZKLFK�LQ�WXUQ�MXVWLILHV�WKH�/HQLQLVW�FRQFHSW�RI�WKH�UXOLQJ�SDUW\²LV�QR�ORQJHU�

�6RPH�6RYLHW�VFLHQWLVWV��SDUWLFXODUO\�.DSLWVD�DQG�6DNKDURY��KDYH�DOUHDG\�ZDUQHG�RI�WKH�UHVXOWLQJ�ORQJ�UXQ�FRVW�WR�6RYLHW�VFLHQWLILF�DQG�
LQWHOOHFWXDO�JURZWK��
��7R�DSSUHFLDWH�6RYLHW�IHDUV��RQH�ZRXOG�KDYH�WR�LPDJLQH�D�VLWXDWLRQ�LQ�ZKLFK�WKH�8QLWHG�6WDWHV�ZDV�FRQIURQWHG�E\�HLJKW�KXQGUHG PLOOLRQ�
0H[LFDQV�ZKR�KDG�QXFOHDU�DUPV�DQG�URFNHWV�DQG�ZKR�ZHUH�ORXGO\�LQVLVWLQJ�WKDW�WKH�8QLWHG�6WDWHV�KDG�VHL]HG�YDVW�H[SDQVHV�RI�0H[LFDQ�
WHUULWRU\��WKDW�WKH�$PHULFDQ�V\VWHP�ZDV�LQKHUHQWO\�HYLO��DQG�WKDW�WKH�$PHULFDQ�JRYHUQPHQW�ZDV�WKHLU�HQHP\��6XFK�D�VLWXDWLRQ�ZRXOG�GRXEWOHVV�
VWLPXODWH�LQWHQVH�IHDUV�LQ�WKH�$PHULFDQ�SXEOLF��6RYLHW�DSSUHKHQVLYHQHVV�LV�IXUWKHU�LQFUHDVHG�E\�WKH�IDFW�WKDW�6LEHULD�²UHODWLYHO\�XQGHYHORSHG�
DQG�XQLQKDELWHG²VHUYHV�DV�D�PDJQHW�WR�WKH�&KLQHVH�PDVVHV��DQG�WKDW�5XVVR�&KLQHVH�WHUULWRULDO�DUUDQJHPHQWV�DUH�RI�D�KLVWRULFDOO\�GXELRXV�
FKDUDFWHU�
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UHOHYDQW��ZRXOG�LQHYLWDEO\�FDXVH�IDU�UHDFKLQJ�LQWHUQDO�SROLWLFDO�LQVWDELOLW\�LQ�WKH�6RYLHW�8QLRQ�DQG�LQ�6RYLHW��
GRPLQDWHG�(DVWHUQ�(XURSH��

,Q�ODUJH�PHDVXUH��WKLV�FRQVHUYDWLYH�/HQLQLVW�DWWLWXGH�UHIOHFWV�5XVVLD
V�GHOD\HG�PRGHUQL]DWLRQ�DQG�
SROLWLFDO�GHYHORSPHQW��,Q�WHUPV�RI�WKH�JOREDO�FLW\��WKH�6RYLHW�8QLRQ�UHSUHVHQWV�DQ�DUFKDLF�UHOLJLRXV�FRPPXQLW\�
WKDW�H[SHULHQFHV�PRGHUQLW\�H[LVWHQWLDOO\�EXW�QRW�TXLWH�\HW�QRUPDWLYHO\����

3ROLF\�,PSOLFDWLRQV�
7KH�IRUHJRLQJ�JHQHUDO�SURSRVLWLRQV�SRLQW�WR�VHYHUDO�LPPHGLDWH�LPSOLFDWLRQV�IRU�$PHULFDQ�IRUHLJQ�SROLF\��LQ�
WHUPV�ERWK�RI�JXLGLQJ�DVVXPSWLRQV�DQG�RI�WKH�GHVLUDEOH�IRUHLJQ�SRVWXUH��%HIRUH�HODERUDWLQJ��OHW�XV�ILUVW�SRVLW�WKHVH�
LPSOLFDWLRQV�LQ�WKHLU�PRVW�VXFFLQFW�IRUP��D�SRVWXUH�EDVHG�RQ�LGHRORJLFDO�FRQVLGHUDWLRQV�KDV�EHFRPH�GDWHG��DQ�
$PHULFDQ�6RYLHW�D[LV�LV�QRW�OLNHO\�WR�EH�WKH�EDVLV�IRU�D�QHZ�LQWHUQDWLRQDO�V\VWHP��WUDGLWLRQDO�VSKHUHV�RI�LQIOXHQFH�
DUH�LQFUHDVLQJO\�XQYLDEOH��HFRQRPLF�GHWHUPLQLVP�LQ�UHJDUG�WR�WKH�OHVV�GHYHORSHG�FRXQWULHV�RU�WR�WKH�FRPPXQLVW�
VWDWHV�GRHV�QRW�SURYLGH�D�VRXQG�EDVLV�IRU�SROLF\��UHJLRQDO�DOOLDQFHV�DJDLQVW�LQGLYLGXDO�QDWLRQV�DUH�EHFRPLQJ�
REVROHVFHQW��DQ�H[WHQVLYH�$PHULFDQ�PLOLWDU\�SUHVHQFH�DEURDG�LV�EHFRPLQJ�FRXQWHUSURGXFWLYH�WR�$PHULFDQ�
LQWHUHVWV�DQG�WR�WKH�JURZWK�RI�DQ�LQWHUQDWLRQDO�FRPPXQLW\��$PHULFDQ�GLSORPDWLF�PDFKLQHU\²GHYHORSHG�LQ�WKH�
SUH�JOREDO�DQG�SUH�WHFKQHWURQLF�DJH ²KDV�EHFRPH�RXWPRGHG�DQG�UHTXLUHV�H[WHQVLYH�PRGHUQL]DWLRQ��

$OWKRXJK�$PHULFDQ�IRUHLJQ�SROLF\�KDV�QRW�EHHQ�DV�XQGLIIHUHQ�WLDWHGO\�DQWL�FRPPXQLVW�DV�LWV�FULWLFV�KDYH�
IRXQG�LW�FRQYHQLHQW�WR�DVVHUW��� WKHUH�KDV�EHHQ�D�VWURQJ�UKHWRULFDO�WHQGHQF\�LQ�$PHULFDQ�RIILFLDO�FLUFOHV�WR�UHGXFH�
LQWHUQDWLRQDO�SUREOHPV�WR�DQ�LGHRORJLFDO�FRQIURQWDWLRQ�DQG�WR�LGHQWLI\�UDGLFDO�FKDQJH�DV�FRQWUDU\�WR�$PHULFDQ�
LQWHUHVWV��+HQFHIRUWK��ORFDO�WUDQVIRUPDWLRQV�LQ�YDULRXV�SDUWV�RI�WKH�ZRUOG�DUH�OHVV�OLNHO\�WR�EH�VHHQ�DV�SDUW�RI�D�
XQLYHUVDO�WKUHDW��LQ�DGGLWLRQ��WKH�JUDGXDO�SOXUDOL]DWLRQ�RI�WKH�FRPPXQLVW�ZRUOG�ZLOO�FRQWLQXH�WR�DFFHOHUDWH�
GLIIHUHQFHV�DPRQJ�WKH�FRPPXQLVW�V\VWHPV��7KLV�ZLOO�UHGXFH�UHOLDQFH�RQ�DFWLYH�$PHULFDQ�LQWHUYHQWLRQ��PDNLQJ�LW�
LPSHUDWLYH�SULPDULO\�LQ�GHIHQFH RI�FRQFUHWH�$PHULFDQ�LQWHUHVWV�RU�LQ�UHVSRQVH�WR�DQ�RYHUW�KRVWLOH�DFW�E\�D�SRZHU�
ZLWK�WKH�SRWHQWLDO WR�WKUHDWHQ�WKH�8QLWHG�6WDWHV����$�OHVV�LGHRORJLFDO�SHUVSHFWLYH�ZLOO�UHGXFH�WKH�$PHULFDQ�6RYLHW�
UHODWLRQVKLS�WR�LWV�SURSHU�SURSRUWLRQV��7KH�SULQFLSDO�WKUHDW�WKH�6RYLHW�8QLRQ�SRVHV�WR�WKH�8QLWHG�6WDWHV�LV�PLOLWDU\��
D�VWURQJHU�6RYLHW�8QLRQ�WKHUHIRUH�LQHVFDSDEO\�WHQGV�WR�WKUHDWHQ�$PHULFD��D�ZHDNHU�6RYLHW�8QLRQ�IHHOV�WKUHDWHQHG�
E\�$PHULFD��6LQFH�D�ZDU�EHWZHHQ�WKH�WZR�VXSHUSRZHUV�ZRXOG�EH�PXWXDOO\�GHVWUXFWLYH��DUPV�FRQWURO�
DUUDQJHPHQWV�EHWZHHQ�WKH�WZR�FRXQWULHV�DUH�GLFWDWHG�E\�FRPPRQ�VHQVH��7KH�FRQWLQXLQJ�6$/7��6WUDWHJLF�$UPV�
/LPLWDWLRQ�7DONV��EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�WKH�6RYLHW�8QLRQ�FDQ�EH�VHHQ�DV�PRUH�WKDQ�D�QHJRWLDWLRQ�
EHWZHHQ�WZR�ULYDOV��LQDGYHUWHQWO\��SUHFLVHO\�EHFDXVH�WKH\�ZLOO�EH�OHQJWK\��WKH�WDONV�VLJQLI\�D�GH�IDFWR EHJLQQLQJ�
RI�D�MRLQW�FRPPLVVLRQ�RQ�DUPV�DQG�VWUDWHJ\��$OWKRXJK�OLPLWHG�LQ�DFWXDO�SRZHU��WKH��FRPPLVVLRQ��JUDGXDOO\�DQG�
SHUKDSV�LQFUHDVLQJO\�ZLOO�DIIHFW�WKH�ZD\�HDFK�VLGH�DFWV��VWLPXODWLQJ�JUHDWHU�PXWXDO�VHQVLWLYLW\�WR�IHOW�QHHGV�DQG�
IHDUV��Á�

,Q�WKH�PHDQWLPH��XQWLO�D�ELQGLQJ�DJUHHPHQW�LV�UHDFKHG��$PHULFDQ�WHFKQRORJLFDO�VRSKLVWLFDWLRQ�LV�
VXIILFLHQW�WR�SURYLGH�WKH QHFHVVDU\�GHJUHH�RI�DPELJXLW\�WR�WKH�TXDOLWDWLYH�DQG�TXDQWLWDWLYH�SRZHU�UHODWLRQVKLS�
EHWZHHQ�WKH�WZR�VWDWHV��,Q�WKH�FXUUHQW�SKDVH�RI�GHVWUXFWLYH�SDULW\��WKLV�VWUDWHJLF�DQG�SV\FKRORJLFDO�SRVWXUH�LV�
QHHGHG�LQ�RUGHU�WR�UHSODFH�HDUOLHU�UHOLDQFH�RQ�PDQLIHVW�DQG�FUHGLEOH�GHWHUUHQFH�ERUQ�RI�$PHULFDQ�VXSHULRULW\�LQ�
GHVWUXFWLYH�SRZHU��3DULW\�GHWHUUHQFH�UHTXLUHV�VRPH�DPELJXLW\��MXVW�DV�VXSHULRULW\�GHWHUUHQFH�GHPDQGHG�SUHFLVH�
FUHGLELOLW\��

%XW�RXWVLGH�WKLV�UHODWLRQVKLS�WKH�RSSRUWXQLWLHV�IRU�D�ZLGH�UDQJLQJ�VHWWOHPHQW DUH�UHODWLYHO\�UHVWULFWHG�����
$Q�$PHULFDQ�6RYLHW�D[LV�ZRXOG�EH�UHVHQWHG�E\�WRR�PDQ\�VWDWHV�DQG�WKHUHIRUH�WHPSW�ERWK�:DVKLQJWRQ�DQG�
0RVFRZ�WR�H[SORLW�WKHVH�UHVHQWPHQWV��,Q�HIIHFW��WKH�PRUH�VXFFHVVIXO�WKH�HIIRUWV�WR�FUHDWH�VXFK�DQ�D[LV��WKH�
VWURQJHU�WKH�LPSHGLPHQW�WR�LW��,Q�DGGLWLRQ��DV�KDV�DOUHDG\�EHHQ�DUJXHG��WKH�6RYLHW�8QLRQ�GRHV�QRW�UHSUHVHQW�D�YLWDO�
VRFLDO�DOWHUQDWLYH�WKDW�RIIHUV�WKH�ZRUOG�DQ�DWWUDFWLYH�DQG�UHOHYDQW�PRGHO�IRU�KDQGOLQJ�HLWKHU�LWV�ROG�GLOHPPDV�RU²�
SDUWLFXODUO\²WKH�QHZ�RQHV�SRVHG�E\�VFLHQFH DQG�WHFKQRORJ\��$V�D�UHVXOW��WKH�PRVW�WKDW�$PHULFD�FDQ�UHDVRQDEO\�
VHHN�LV�D�JUDGXDO�LQFUHDVH�LQ�6RYLHW�LQYROYHPHQW�LQ�LQWHUQDWLRQDO�FRRSHUDWLRQ�WKURXJK�VXFK�SURMHFWV�DV�MRLQW�VSDFH�

�7KH�FKDUJH�WKDW�WKH�8QLWHG�6WDWHV�KDV�FRQGXFWHG�LWV�IRUHLJQ�SROLF\�RQ�WKH�DVVXPSWLRQ�RI�D�PRQROLWKLF�ZRUOG�FRPPXQLVW�FRQVSLUDF\�LV�GHDU�WR�
VRPH�VFKRODUO\�FULWLFV��,Q�SRLQW�RI�IDFW��WKH�8QLWHG�6WDWHV�SLRQHHUHG�LQ�DLG�WR�<XJRVODYLD�LQ�WKH�ODWH�����V��LW�ZDV�WKH�ILUVW�WR�LQLWLDWH�$PHULFDQ��
6RYLHW�FXOWXUDO�H[FKDQJHV��YLVLWV�EHWZHHQ�KHDGV�RI�VWDWH��DQG�VR�RQ��
�� ,Q�PRUH�VSHFLILF�WHUPV��LW�ZRXOG�EH�GHVLUDEOH�DQG�SURSHU�IRU�WKH�8QLWHG�6WDWHV�WR�DLG�7KDLODQG�ZLWK�DUPV�DQG�HTXLSPHQW�VKRXOG�WKDW�FRXQWU\�
EH�WKUHDWHQHG�E\�1RUWK�9LHWQDP��7KH�VDPH�UHVSRQVH�ZRXOG�DSSO\�WR�D�1RUWK�.RUHDQ�WKUHDW�DJDLQVW�6RXWK�.RUHD��RU�D�WKUHDW�E\�WKH�$UDE�VWDWHV�
DJDLQVW�,VUDHO��%XW�LQ�QRQH�RI�WKHVH�FDVHV�VKRXOG�$PHULFDQ�IRUFHV�EH FRPPLWWHG�XQOHVV�D�PDMRU�SRZHU��L�H���WKH�8665�RU�&KLQD��EHFRPHV�
GLUHFWO\�LQYROYHG��7RWDO�$PHULFDQ�DEVWHQWLRQ�ZRXOG�HQFRXUDJH�DJJUHVVLRQ��EXW�$PHULFDQ�DLG�VKRXOG�VXIILFH�WR�PDNH�WKH�ZDU�HLWKHU�XVHOHVV�RU�
YHU\�FRVWO\�WR�WKH�DJJUHVVRU��7R�UHSHDW²GLUHFW�LQYROYHPHQW�VKRXOG�EH�UHVHUYHG�IRU�VLWXDWLRQV�LQ�ZKLFK�D�SRZHU�ZLWK�WKH�FDSDFLW\�WR�WKUHDWHQ�
WKH�8QLWHG�6WDWHV�LV�LQYROYHG��
Á� 6FLHQFH�DQG�WHFKQRORJ\�KDYH�DOUHDG\�UHYROXWLRQL]HG�WKH�H[HUFLVH�RI�VRYHUHLJQW\�E\�WKH�WZR�FRXQWULHV�YLV�D�YLV�HDFK�RWKHU��7KH�XWLOL]DWLRQ�RI�
WKH�8��6��DQG�VXEVHTXHQWO\�RI�UHFRQQDLVVDQFH�VDWHOOLWHV��YLWLDWHG�WKH�FODLP�WR�XQOLPLWHG�VRYHUHLJQW\�RYHU�QDWLRQDO�DLU�VSDFH��VRPHZKDW�
XQGRLQJ�6RYLHW�PLOLWDU\�VHFUHF\��7KH�DFTXLHVFHQFH�RI�WKH�6RYLHW�8QLRQ�WR�WKH�8���IOLJKWV�ZDV�QHFHVVLWDWHG�E\�LWV�LQDELOLW\�WR�VKRRW�WKHVH�
SODQHV�GRZQ��LQ�VSLWH�RI�WKH�0D\�L����LQFLGHQW��WKH�SUHFHGHQW�RI�XQLODWHUDO�LQVSHFWLRQ�ZDV�WKHUHE\�DVVHUWHG�DQG�KDV�VLQFH�EHFRPH�D�SUDFWLFH�
IROORZHG�E\�ERWK�VWDWHV��
7KH�LQKHUHQW�FRPSOH[LW\�RI�UHDFKLQJ�DQ�DUPV�FRQWURO�DJUHHPHQW�LV VXJJHVWHG�E\�WKH�IROORZLQJ�FRQFOXVLRQ�E\�D�VSHFLDOLVW�LQ�WKH�ILHOG���7KHUH�
LV�EDVLV�IRU�KRSH�>RI�D�SRVVLEOH�DJUHHPHQW@�LI�ERWK�VLGHV�FDQ�DFFHSW�WKH�IDFW�WKDW�IRU�VRPH�WLPH�WKH�PRVW�WKH\�FDQ�H[SHFW�WR�DFKLHYH�LV�D�
VWUDWHJLF�EDODQFH�DW�TXLWH�KLJK��EXW�OHVV UDSLGO\�HVFDODWLQJ��IRUFH�OHYHOV��DQG�LI�ERWK�UHFRJQL]H�WKDW�EUHDNLQJ�WKH�DFWLRQ�UHDFWLRQ�F\FOH�VKRXOG�EH�
JLYHQ�ILUVW�SULRULW\�LQ�DQ\�QHJRWLDWLRQV���*HRUJH�:��5DWKMHQV��7KH�)XWXUH�RI�WKH�6WUDWHJLF�$UPV�5DFH� 1HZ�<RUN��������S������



��������

H[SORUDWLRQ��XQGHUVHD�VWXGLHV��DQG�VR�IRUWK��&XPXODWLYHO\��WKHVH�PD\�KHOS�VKDSH�D�SDWWHUQ�RI�FROODERUDWLYH�
LQYROYHPHQW�WKDW�ZLOO�HYHQWXDOO\�HPEUDFH�RWKHU�VSKHUHV��

0HDQZKLOH��LW�LV�OLNHO\�WKDW�$PHULFDQ�DQG�5XVVLDQ�LQIOXHQFH�ZLOO�GHFUHDVH�LQ�DUHDV�WKDW�ERWK�QDWLRQV�
KDYH�WUDGLWLRQDOO\�FRQVLGHUHG�WKHLU�RZQ�VSHFLDO�GRPDLQV��,Q�D�PRGHUQ�FLW\��VWDNHG�RXW��DUHDV�DUH�SRVVLEOH�RQO\�LQ�
UHODWLRQV�DPRQJ�FULPLQDO�JDQJV��LQ�WKH�JOREDO�FLW\�VHDOHG�VSKHUHV�RI�LQIOXHQFH�DUH�LQFUHDVLQJO\�GLIILFXOW²RU�DW�
OHDVW�FRVWO\²WR�PDLQWDLQ��(DVWHUQ�(XURSH�LV�ERXQG�WR�UHPDLQ�DWWUDFWHG�WR�WKH�:HVW��DQG�RQO\�GLUHFW�6RYLHW�
FRHUFLRQ�FDQ�LPSHGH�ZKDW�ZRXOG�RWKHUZLVH�KDSSHQ�TXLWH�UDSLGO\��WKH�OLQNDJH�RI�(DVWHUQ�(XURSH�WR�D�ODUJHU�
(XURSHDQ�HQWLW\��(YHQ�6RYLHW�IRUFH�ZLOO�QRW�EH�DEOH�WR�KDOW�WKLV�SURFHVV�HQWLUHO\��WKH�WUDGLWLRQDO�FXOWXUDO�DWWUDFWLRQ�
RI�WKH�:HVW�LV�WRR VWURQJ��DQG�LW�LV�FXUUHQWO\�UHLQIRUFHG�E\�JURZLQJ�(DVWHUQ�(XURSHDQ�UHFRJQLWLRQ�WKDW��EHFDXVH�RI�
WKH�WHFKQRORJLFDO�JDS�EHWZHHQ�WKH�(DVW�DQG�WKH�:HVW��5XVVLD�FDQQRW�HIIHFWLYHO\�KHOS�(DVWHUQ�(XURSH�WR�HQWHU�WKH�
SRVW�LQGXVWULDO�DJH��7KLV�DWWUDFWLRQ�LV�KHDOWK\��IRU�WKH�JUDGXDO�H[SDQVLRQ�RI�(DVWHUQ�(XURSHDQ�OLQNV�ZLWK�:HVWHUQ�
(XURSH�LV�ERXQG�WR�DIIHFW�WKH�6RYLHW�8QLRQ�DV�ZHOO�DQG�OHVVHQ�LWV�GRFWULQDO�RULHQWDWLRQ��

7KH�QRWLRQ�RI�D�VSHFLDO�UHODWLRQVKLS�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�/DWLQ�$PHULFD�LV�DOVR�ERXQG�WR�
GHFD\��/DWLQ�$PHULFDQ�QDWLRQDOLVP��PRUH�DQG�PRUH�UDGLFDO�DV�LW�ZLGHQV�LWV�SRSXODU�EDVH��ZLOO�EH�GLUHFWHG�ZLWK�
LQFUHDVLQJ�DQLPRVLW\�DJDLQVW�WKH�8QLWHG�6WDWHV��XQOHVV�WKH�8QLWHG�6WDWHV�UDSLGO\�VKLIWV�LWV�RZQ�SRVWXUH��$F��
FRUGLQJO\��LW�ZRXOG�EH�ZLVH�IRU�WKH�8QLWHG�6WDWHV�WR�PDNH�DQ�H[SOLFLW�PRYH�WR�DEDQGRQ�WKH�0RQURH�'RFWULQH�DQG�
WR�FRQFHGH�WKDW�LQ�WKH�QHZ�JOREDO�DJH�JHRJUDSKLF�RU�KHPLVSKHULF�FRQWLJXLW\�QR�ORQJHU�QHHG�EH�SROLWLFDOO\�
GHFLVLYH��1RWKLQJ�FRXOG�EH�KHDOWKLHU�IRU�3DQ�$PHULFDQ�UHODWLRQV�WKDQ�IRU�WKH�8QLWHG�6WDWHV�WR�SODFH�WKHP�RQ�WKH�
VDPH�OHYHO�DV�LWV�UHODWLRQV�ZLWK�WKH�UHVW�RI�WKH�ZRUOG��FRQILQLQJ�LWVHOI�WR�HPSKDVLV�RQ�FXOWXUDO�SROLWLFDO�DIILQLWLHV�
�DV�LW�GRHV�ZLWK�:HVWHUQ�(XURSH��DQG�HFRQRPLF�VRFLDO�REOLJDWLRQV��DV�LW�GRHV�ZLWK�WKH�OHVV�GHYHORSHG�FRXQWULHV���

,W�ZRXOG�DOVR�EH�DGYLVDEOH�WR�YLHZ�WKH�TXHVWLRQ�RI�WKH�SROLWLFDO�GHYHORSPHQW�RI�ERWK�WKH�FRPPXQLVW�DQG�
WKH�GHYHORSLQJ�FRXQWULHV�ZLWK�D�JUHDW�GHDO�RI�SDWLHQFH��-XVW�DV�WKH�LQIXVLRQ�RI�$PHULFDQ�SRZHU�PD\�QRW�DOZD\V�EH�
WKH�VROXWLRQ��VR�UHOLDQFH�RQ�HFRQRPLF�JURZWK�LV�QR�JXDUDQWHH�RI�HLWKHU�GHPRFUDWL]DWLRQ��SROLWLFDO�VWDELOLW\��RU�SUR��
$PHULFDQLVP��$V�KDV�EHHQ�SRLQWHG�RXW��SROLWLFDO�FKDQJH�LQ�WKH�FRPPXQLVW�VWDWHV�LV�QRW�D�VLPSOH�E\�SURGXFW�RI�
HFRQRPLF�GHYHORSPHQW��DQG�WKH�VXVFHSWLELOLW\�RI�WKH�OHVV�GHYHORSHG�FRXQWULHV�WR�UDGLFDO�DSSHDOV�ULVHV�DV�WKH\�
EHJLQ�WR�GHYHORS��)RUHLJQ�DLG�DQG�FORVHU�HFRQRPLF�FRQWDFWV�DUH�QRW�D�SDOOLDWLYH�IRU�GHHS�URRWHG�FULVHV�RU�D�
UHPHG\�IRU�WKH�LOOV�RI�GHHSO\�HQWUHQFKHG�LGHRORJLFDO�LQVWLWXWLRQV��

7KLV�DUJXHV�IRU�DQ�DSSURDFK�WR LQWHUQDWLRQDO�HFRQRPLF�UHODWLRQV�DQG�IRUHLJQ�DLG�WKDW�LV�LQFUHDVLQJO\�
GHSROLWLFL]HG�LQ�IRUP��HYHQ�LI�WKH�XOWLPDWH�XQGHUO\LQJ�SXUSRVH�UHPDLQV�SROLWLFDO��,I�WKDW�SXUSRVH�LV�WR�SURPRWH�WKH�
HPHUJHQFH�RI�D�PRUH�FRRSHUDWLYH�FRPPXQLW\�RI�QDWLRQV��LUUHVSHFWLYH�RI WKHLU�LQGLYLGXDO�LQWHUQDO�V\VWHPV��WKHQ�LW�
ZRXOG�EH�D�VWHS�LQ�WKH�ULJKW�GLUHFWLRQ�WR�JLYH�LQWHUQDWLRQDO�ERGLHV�D�ODUJHU�UROH�LQ�HFRQRPLF�GHYHORSPHQW�DQG�WR�
VWDUW�HOLPLQDWLQJ�UHVWULFWLRQV�RQ�WUDGH��6XFK�DFWLRQ�LV�DOO�WKH�PRUH�OLNHO\�WR�EH�HYHQWXDOO\�VXFFHVVIXO�EHFDXVH�LW�LV�
OHVV�RYHUWO\�SROLWLFDO�DQG�LV�QRW�JHDUHG�WR�H[SHFWDWLRQV�RI�UDSLG�DQG�EDVLF�SROLWLFDO�FKDQJH�DFKLHYHG�WKURXJK�GLUHFW�
HFRQRPLF�OHYHUDJH���

$�PRUH�GHWDFKHG�DWWLWXGH�WRZDUG�ZRUOG�UHYROXWLRQDU\�SURFHVVHV�DQG�D�OHVV�DQ[LRXV�SUHRFFXSDWLRQ�ZLWK�
WKH�6RYLHW�8QLRQ�ZRXOG�DOVR�KHOS�WKH�8QLWHG�6WDWHV�WR�GHYHORS�D�GLIIHUHQW�SRVWXUH�WRZDUG�&KLQD��&KLQD�DQG�6RXWK�
$VLD�DUH�KHDYLO\�SRSXODWHG�DUHDV�WKDW�KDYH�LQKHULWHG�IURP��WKH�SDVW�FRPSOH[�FKDOOHQJHV�WR�VRFLDO�RUJDQL]DWLRQ��
DQG�DUH�VWLOO�VWUXJJOLQJ�ZLWK�WKHVH�ROG�SUREOHPV�DW�D�WLPH�ZKHQ�WKH�DGYDQFHG�ZRUOG�LV�EHJLQQLQJ�WR�FRQIURQW�
SUREOHPV�RI�QHZ�GLPHQVLRQV��8QWLO�OLQNV�DUH�HVWDEOLVKHG�ZLWK�&KLQD²DQG�WKHVH�FDQ�LQLWLDOO\�EH�VRXJKW�DQG�
GLUHFWHG�WKURXJK�-DSDQ�DQG�:HVWHUQ�(XURSH²&KLQD�ZLOO�UHPDLQ�DQ�H[FOXGHG�DQG�D�VHOI�H[FOXGHG�SRUWLRQ�RI�
PDQNLQG��DOO�WKH�PRUH�WKUHDWHQLQJ�EHFDXVH�LWV�EDFNZDUGQHVV�ZLOO�LQFUHDVLQJO\�EH�FRPELQHG�ZLWK�PDVVLYH�QXFOHDU�
SRZHU��$FFRUGLQJO\��WKH�8QLWHG�6WDWHV��LQVWHDG�RI�EHFRPLQJ�DQ�LQGLUHFW�6RYLHW�DOO\�DJDLQVW�&KLQD²ZKLFK�LV�ZKDW�
0RVFRZ�REYLRXVO\�ZDQWV²VKRXOG�HQFRXUDJH�HIIRUWV�E\�RWKHU�FRXQWULHV�WR�VHHN�WLHV�ZLWK�&KLQD��,Q�DGGLWLRQ��LW�
VKRXOG�ODXQFK�LWV�RZQ�LQLWLDWLYHV�����DQG�DYRLG�EHFRPLQJ�HQWDQJOHG�LQ�RYHUW�DQWL�&KLQHVH�VHFXULW\�DUUDQJHPHQWV��
,QGHHG��LQ�RXU�DJH�LQWHUQDWLRQDO�VHFXULW\�DUUDQJHPHQWV�RXJKW�WR�UHVHPEOH�WKRVH�RI�ODUJH�PHWURSROLWDQ�FHQWHUV��
VXFK�DUUDQJHPHQWV�DUH�GLUHFWHG�QRW�DJDLQVW�VSHFLILF�RUJDQL]DWLRQV�RU�LQGLYLGXDOV�EXW�DJDLQVW�WKRVH�ZKR�GHSDUW�
IURP�HVWDEOLVKHG�QRUPV��7KXV��DQ�DVVRFLDWLRQ�EDVHG�RQ�D�FRQFHSW�RI�FRRSHUDWLYH�QDWLRQV�OLQNHG�IRU�D�YDULHW\�RI�
SXUSRVHV��LQFOXGLQJ�VHFXULW\��RXJKW�JUDGXDOO\�WR�UHSODFH�H[LVWLQJ�DOOLDQFHV��ZKLFK�DUH�XVXDOO\�IRUPXODWHG�LQ�WHUPV�
RI D�SRWHQWLDO�DJJUHVVRU��H[SOLFLWO\�LGHQWLILHG�HLWKHU�LQ�WKH�WUHDW\�RU�LQ�WKH�DFFRPSDQ\LQJ�UKHWRULF��7KRXJK�LQLWLDOO\�
WKLV�ZRXOG�EH�RQO\�D�IRUPDOLVWLF�FKDQJH²IRU�WKH�DVVRFLDWLRQ�RI�VWDWHV�ZRXOG�QHFHVVDULO\�LQYROYH�RQO\�WKRVH�WKDW�
VKDUH�FHUWDLQ�LQWHUHVWV�DQG�IHDUV²D�GHOLEHUDWHO\�RSHQ�HQGHG�VWUXFWXUH��ZLWK�WKH�VHFXULW\�HOHPHQWV�RQO\�D�SDUWLDO�
DQG�VHFRQGDU\�DVSHFW��ZRXOG�DYRLG�SHUSHWXDWLQJ�LQVWLWXWLRQDOO\�WKH�LQHYLWDEOH�EXW�RIWHQ�WUDQVLHQW�FRQIOLFWV�RI�
LQWHUHVWV�EHWZHHQ�VWDWHV����

(YROXWLRQ�LQ�WKH�IRUPV�RI�LQWHUQDWLRQDO�VHFXULW\�ZRXOG�IDFLOLWDWH�WKH�JUDGXDO�UHVWUXFWXULQJ�RI�WKH�
$PHULFDQ�GHIHQVH�SRVWXUH��SDUWLFXODUO\�E\�FRQFHQWUDWLQJ�$PHULFDQ�PLOLWDU\�SUHVHQFH�DEURDG�LQ�D�IHZ�NH\�
FRXQWULHV��([FHSW�LQ�FRXQWULHV�WKDW�IHHO�WKHPVHOYHV�GLUHFWO\�WKUHDWHQHG��SURORQJHG�8QLWHG�6WDWHV�PLOLWDU\�SUHVHQFH�

�7KLV�QHHG�QRW�H[FOXGH WKH�FRQFHQWUDWLRQ�RI�HIIRUW�RQ�VSHFLILF�VWDWHV�ZKHQ�SURVSHFWV�IRU�HFRQRPLF�GHYHORSPHQW�FRLQFLGH�ZLWK�PRUH�VWULFWO\�
SROLWLFDO�$PHULFDQ�LQWHUHVWV��,Q�RWKHU�ZRUGV��LQWHUQDWLRQDO�HFRQRPLF�DLG�IRU�KXPDQLWDULDQ�SXUSRVHV�FDQ�JR�KDQG�LQ�KDQG�ZLWK�PRUH�VHOHFWLYH�
DQG�PRUH�LQWHQVLYH�HIIRUWV�LQ�UHJDUG�WR�VSHFLILF�FRXQWULHV��
��7KLV�PD\�EH�HVSHFLDOO\�UHOHYDQW�WR�HIIRUWV�WR�FRQVWUXFW�D�V\VWHP�RI�FRRSHUDWLRQ�LQ�WKH�3DFLILF��%\�LWVHOI��LW�LV�XQOLNHO\�WKDW�6RXWKHDVW�$VLD��
HYHQ�ZLWK�LPSURYHG�HFRQRPLF�SHUIRUPDQFH��FDQ�FUHDWH�WKH�IRXQGDWLRQV�IRU�UHJLRQDO�VHFXULW\��%XW�HQODUJHG�WKURXJK�-DSDQHVH��$XVWUDOLDQ��DQG�
$PHULFDQ�SDUWLFLSDWLRQ ²DQG QRW�VSHFLILFDOO\�GLUHFWHG�DJDLQVW�&KLQD²VRPH�IRUPV�RI�FRRSHUDWLRQ�FRXOG�JUDGXDOO\�GHYHORS��DQG�WKH�V\VWHP�
PLJKW�HYHQWXDOO\�LQYROYH�PRUH�DQG�PRUH�QDWLRQV�
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WHQGV�WR�JDOYDQL]H�SROLWLFDO�KRVWLOLW\�WRZDUG�WKH�8QLWHG�6WDWHV�HYHQ�LQ�WUDGLWLRQDOO\�IULHQGO\�FRXQWULHV��OLNH�
7XUNH\���DQG�WKRXJK�WKDW�SUHVHQFH�ZDV�RQFH�ZDQWHG�E\�WKH�FRXQWULHV�FRQFHUQHG��LW�KDV�WHQGHG�WR�EHFRPH�DQ�
$PHULFDQ�YHVWHG�LQWHUHVW��:LWK�WKH�UHVWUDLQW�LPSRVHG�RQ�WKH�ZDJLQJ�RI�DQ�DOO�RXW�ZDU�E\�WKH�GHVWUXFWLYHQHVV�RI�
QXFOHDU�ZHDSRQV�DQG�ZLWK�WKH�OLNHOLKRRG�WKDW�VSRUDGLF�7KLUG�:RUOG�YLROHQFH�ZLOO�UHSODFH�WKH�SUHYLRXV�
SUHRFFXSDWLRQ�ZLWK�D�FHQWUDO�ZDU��$PHULFDQ�IRUFHV�VWDWLRQHG�DEURDG�RQ�WKH�DVVXPSWLRQ�WKDW�WKH\�ZLOO�EH�QHHGHG�
WR�DVVXUH�WKH�VHFXULW\�RI�GLIIHUHQW�QDWLRQV�IURP�D�FRPPRQ�WKUHDW�DUH�OHVV�DQG�OHVV�UHTXLUHG�IRU�WKDW�SXUSRVH��:LWK�
VRPH�H[FHSWLRQV��IRU�H[DPSOH��6RXWK�.RUHD��%HUOLQ��RU�:HVW�*HUPDQ\���E\�DQG�ODUJH�ERWK�JOREDO�VWDELOLW\�DQG�
$PHULFDQ�LQWHUHVWV�ZRXOG�SUREDEO\�QRW�EH�MHRSDUGL]HG�LI�WKH�$PHULFDQ�GHIHQVH�SRVWXUH�EHFDPH�WHUULWRULDOO\�PRUH�
FRQILQHG��WKLV�KDV�EHHQ�WUXH�RI�WKH�6RYLHW�8QLRQ��ZLWK�OLWWOH�DSSDUHQW�GDPDJH�WR�LWV�VHFXULW\���DQG�UHOLHG�
LQFUHDVLQJO\�RQ�ORQJ�UDQJH�PRELOLW\���)LQDOO\��WKH�RSSRUWXQLWLHV�DQG�WKH�GDQJHUV�LQKHUHQW�LQ�WKH�VFLHQWLILF��
WHFKQRORJLFDO�DJH�UHTXLUH�VXEWOH�EXW�LPSRUWDQW�FKDQJHV�LQ�$PHULFDQ�DWWLWXGHV�DQG�RUJDQL]DWLRQ��7KHVH�FKDQJHV�
ZLOO�QRW�FRPH�UDSLGO\��WKH\�FDQQRW�EH�EOXHSULQWHG�LQ�GHWDLO��WKH\�DUH�XQOLNHO\�WR�EH�DFKLHYHG�GUDPDWLFDOO\��
1RQHWKHOHVV��WR�SOD\�DQ�HIIHFWLYH�ZRUOG UROH�$PHULFD�QHHGV�IRUHLJQ�UHODWLRQV�PDFKLQHU\�WKDW�H[SORLWV�WKH�ODWHVW�
FRPPXQLFDWLRQV�WHFKQLTXHV�DQG�XVHV�D�VW\OH�DQG�RUJDQL]DWLRQ�UHVSRQVLYH�WR�WKH�PRUH�FRQJHVWHG�SDWWHUQ�RI�RXU�
JOREDO�H[LVWHQFH��

7KLV�LV�KDUGO\�WKH�FDVH�WRGD\��2XU�GLSORPDWLF�PDFKLQHU\�LV�VWLOO�WKH�SURGXFW�RI�WKH�WUDGLWLRQDO�
DUUDQJHPHQWV�WKDW�ZHUH�FRQWULYHG�DIWHU������DQG�WKDW�ZHUH�ULWXDOLVWLFDOO\�SUHRFFXSLHG�ZLWK�SURWRFRO��,W�LV�
SUHGRPLQDQWO\�JHDUHG�WR�JRYHUQPHQW�WR�JRYHUQPHQW�UHODWLRQV��RIWHQ�QHJOHFWLQJ�WKH�FXUUHQWO\�IDU�PRUH�LPSRUWDQW�
UROH�RI�VRFLDO�GHYHORSPHQWV��,W�LV�QR�DFFLGHQW�WKDW�QHZVSDSHUPHQ��OHVV�GHSHQGHQW�RQ�JRYHUQPHQWDO�FRQWDFWV�DQG�
PRUH�LQFOLQHG�WR�EHFRPH�DEVRUEHG�LQ�D�JLYHQ�VRFLHW\
V�OLIH��KDYH�RIWHQ�EHHQ�PRUH�VHQVLWLYH�WR�WKH�EURDG�SDWWHUQ�RI�
FKDQJH�LQ�IRUHLJQ�FRXQWULHV�WKDQ�KDYH�WKH�ORFDO�$PHULFDQ�GLSORPDWV��&RQWHPSRUDU\�IRUHLJQ�UHODWLRQV�LQFUHDVLQJO\�
UHTXLUH�VNLOOV�LQ�LQWHOOHFWXDO�VFLHQWLILF�FRPPXQLFDWLRQV��LQFOXGLQJ�WKH�DELOLW\�WR�FRPPXQLFDWH�HIIHFWLYHO\�ZLWK�WKH�
FUHDWLYH�VHJPHQWV�RI�RWKHU�VRFLHWLHV��DQG�LW�LV�SUHFLVHO\ LQ�WKHVH�ILHOGV�WKDW�WKH�H[LVWLQJ�GLSORPDWLF�WUDLQLQJ�DQG�
SURFHGXUH�DUH�PRVW�GHILFLHQW��

0RUHRYHU��WKH�HQWLUH�WUDGLWLRQ�RI�VHFUHW�GLVSDWFKHV�DQG�OHQJWK\�FDEOHV��ZKLFK�GDLO\�RYHUZKHOP�6WDWH�
'HSDUWPHQW�KHDGTXDUWHUV�LQ�:DVKLQJWRQ��KDV�VLPSO\�QRW�WDNHQ�LQWR�DFFRXQW�WKH�H[SORVLRQ�LQ�PRGHUQ�
FRPPXQLFDWLRQV��WKH�GHYHORSPHQW�RI�H[FHOOHQW�IRUHLJQ�UHSRUWLQJ�LQ�WKH�OHDGLQJ�$PHULFDQ�DQG�IRUHLJQ�
QHZVSDSHUV��DQG�HYHQ�WKH�UROH�RI�WHOHYLVLRQ���� ,Q�FRPPHQWLQJ�RQ�WKH������'XQFDQ�UHSRUW��ZKLFK�ZDV�VLPLODUO\�
FULWLFDO�RI�WKH�%ULWLVK�IRUHLJQ�VHUYLFH��&DQDGLDQ�SROLWLFDO�VFLHQWLVW�-DPHV�(D\UV�QRWHG���7RR�PDQ\�SHRSOH�SXVK�WRR�
PDQ\�SHQV�DFURVV�WRR�PDQ\�SLHFHV�RI�SDSHU��ILOOLQJ�WKHP�ZLWK�ZRUWKOHVV�PHVVDJHV������7KRPDV�-HIIHUVRQ�RQFH�
FRPSODLQHG�WKDW�KH�KDG�QRW�KHDUG�IURP�RQH�RI�KLV�DPEDVVDGRUV�IRU�D�\HDU��WKH�SUHVHQW�6HFUHWDU\�RI�6WDWH�FRXOG�
OHJLWLPDWHO\�FRPSODLQ�WKDW�KH�GDLO\�KHDUV�WRR�PXFK�IURP�WRR�PDQ\�XQQHHGHG�DPEDVVDGRUV��

7KH�8QLWHG�6WDWHV�LV�WKH�FRXQWU\�WKDW�PRVW�XUJHQWO\�QHHGV�WR�UHIRUP�LWV�IRUHLJQ�VHUYLFH�DQG�
SROLF\PDNLQJ�HVWDEOLVKPHQW��DQG�LW�LV�EHVW�HTXLSSHG�WR�XQGHUWDNH�VXFK�UHIRUP��,W�LV�WKH�ILUVW�VRFLHW\�WR�EHFRPH�
JOREDOO\�RULHQWHG��DQG�LW�LV�WKH�RQH�ZLWK�WKH�PRVW�H[WHQVLYH�DQG�LQWHQVLYH�FRPPXQLFDWLRQV�LQYROYHPHQW��,WV�
EXVLQHVV�FRPPXQLW\��PRUHRYHU��KDV�DOVR�DFTXLUHG�H[WHQVLYH�H[SHULHQFH�LQ�IRUHLJQ�RSHUDWLRQV�DQG�KDV�HIIHFWLYHO\�
PDVWHUHG�WKH�DUWV�RI�DFFXUDWH�UHSRUWLQJ��IRUHLJQ�UHSUHVHQWDWLRQ��DQG�FHQWUDO�FRQWURO²ZLWKRXW�UHO\LQJ�RQ�HQRUPRXV�
VWDIIV�DQG�UHGXQGDQW�RSHUDWLRQV��,W�KDV�DOVR�SLRQHHUHG�LQ�WKH�DGRSWLRQ�RI�WKH�ODWHVW�WHFKQLTXHV��VXFK�DV�FORVHG��
FLUFXLW�WHOHYLVLRQ�FRQIHUHQFHV��VKDUHG�WLPH�FRPSXWHUV��DQG�RWKHU�GHYLFHV��

7KRXJK�WKLV�LV�KDUGO\�WKH�SODFH�WR�RXWOLQH�WKH�QHHGHG�UHIRUPV�LQ�GHWDLO��WKH�SRLQW�UHPDLQV�WKDW��JLYHQ�WKH�
IXQGDPHQWDO�FKDQJHV�LQ�WKH�ZD\�QDWLRQV�LQWHUDFW��DQ�H[WHQVLYH�VWXG\�DQG�GUDVWLF�UHIRUP�RI�WKH�H[LVWLQJ��KLJKO\�
WUDGLWLRQDO�VWUXFWXUH�DQG�VW\OH�RI�WKH�$PHULFDQ�IRUHLJQ�VHUYLFH�LV�ORQJ�RYHUGXH��:LGHU�GLSORPDWLF�XVH�RI�FRPSX��
WHUV�DQG�GLUHFW�VRXQG�DQG�VLJKW�HOHFWURQLF�FRPPXQLFDWLRQ�VKRXOG�SHUPLW�WKH�UHGXFWLRQ�LQ�WKH�VL]H�DQG�QXPEHU�RI�
8QLWHG�6WDWHV�IRUHLJQ�PLVVLRQV��PDNLQJ�WKHP�RSHUDWLRQDOO\�VLPLODU�WR�WKH�PRUH�HIILFLHQW�LQWHUQDWLRQDO�
FRUSRUDWLRQV��:DVKLQJWRQ
V�SROLF\PDNLQJ�SURFHVV�QHHGV�WR�EH�VLPLODUO\�VWUHDPOLQHG�DQG�IUHHG�IURP�LWV�WDQJOH�RI�
EXUHDXFUDWLF�UHG�WDSH�����

�6RPH�VWDQG�E\�IDFLOLWLHV�IRU�LQWHUQDWLRQDO�SHDFH�NHHSLQJ�IRUFHV�FRXOG�EH�SURYLGHG�LI��ZLWK�WKH�DJUHHPHQW�RI�WKH�KRVW�FRXQWU\��VRPH�YDFDWHG�
8QLWHG�6WDWHV�EDVHV�ZHUH�WDNHQ�RYHU�E\�WKH�81��,W�VKRXOG�LQ�DQ\�FDVH��EH�QRWHG�WKDW�$PHULFDQ�SXEOLF RSLQLRQ�VHHPV�OLWWOH�GLVSRVHG�WR�EDFN�WKH�
XVH�RI�$PHULFDQ�IRUFHV�WR�SURWHFW�IRUHLJQ�QDWLRQV��,Q�D�PLG������SXEOLF�RSLQLRQ�SROO��ZKLFK�DVNHG�ZKHWKHU�$PHULFD�RXJKW�WR�DLG�IRUHLJQ�
VWDWHV�LI�WKHVH�ZHUH�LQYDGHG�E\�RXWVLGH�FRPPXQLVW�PLOLWDU\�IRUFHV��WKRVH�ZKR�ZHUH�ZLOOLQJ�WR�UHO\�RQ�IRUFH�ZHUH�LQ�WKH�PDMRULW\�RQO\�ZLWK�
UHVSHFW�WR�&DQDGD�DQG�0H[LFR�����SHU�FHQW�DQG����SHU�FHQW�UHVSHFWLYHO\���WKH�ILJXUH�IRU�:HVW�*HUPDQ\�ZDV����SHU�FHQW��IRU�-DSDQ����SHU�FHQW��
IRU�,VUDHO���SHU�FHQW��KHUH�WKH�IRUHLJQ�DJJUHVVLRQ�SRVWXODWHG�ZDV�QRW�QHFHVVDULO\�FRPPXQLVW���IRU�5XPDQLD����SHU�FHQW��ZKHQ�FRPELQHG�ZLWK�
WKRVH�ZLOOLQJ�WR�KHOS�VKRUW�RI�IRUFH��WKH�SHUFHQWDJH�IRU�&DQDGD�ZDV����SHU�FHQW��IRU�0H[LFR����SHU�FHQW��IRU�:HVW�*HUPDQ\����SHU�FHQW��IRU�
,VUDHO����SHU�FHQW��IRU�5XPDQLD����SHU�FHQW��IRU�-DSDQ����SHU�FHQW��+DUULV�3ROO��DV�FLWHG�E\ 7LPH��0D\�����������
7KH�QDWLRQDO�PRRG�FRXOG�HDVLO\�FKDQJH�LQ�WKH�OLJKW�RI�FLUFXPVWDQFHV��EXW�WKH�DERYH�SROO�LV�VLJQLILFDQW�LQ�LQGLFDWLQJ�D�JHQHUDO�DWWLWXGH��,W�
VXJJHVWV�D�PRUH�VHOHFWLYH�DSSURDFK�WRZDUG�PLOLWDU\�FRPPLWPHQW�DQG�PD\�KDYH�VRPH�EHDULQJ�RQ�WKH�OLNHO\�SXEOLF�UHVSRQVH�WR�WKH�IRUPDWLRQ�
RI�D�SURIHVVLRQDO�YROXQWHHU�DUP\��$�ODUJH��FRQVFULSW�EDVHG�DUP\�ZDV�WR�VRPH�H[WHQW�D�UHIOHFWLRQ�RI�WKH�SRSXOLVW�QDWLRQDOLVP�VWLPXODWHG�E\�WKH�
)UHQFK�5HYROXWLRQ��ZKLFK�VDZ�HYHU\�FLWL]HQ�DV�D�VROGLHU��7KLV�KDG�JUHDWHU�PHDQLQJ�LQ�DQ�DJH�RI�UHODWLYHO\�XQVRSKLVWLFDWHG�ZHDSRQU\�DQG�
LQWHQVH�LGHRORJLFDO�PRWLYDWLRQ��:LWK�ERWK�IDFWRUV�FKDQJLQJ�GUDVWLFDOO\��WKH�FDVH�IRU�D�PRUH�SURIHVVLRQDO�DUPHG�IRUFH��HPSOR\HG�IRU�PRUH�
VHOHFWLYH�SXUSRVHV��JDLQV�ZHLJKW��
��7KLV�ZULWHU�FDQ�VWDWH�RQ�WKH�EDVLV�RI�SHUVRQDO�H[SHULHQFH�ZKLOH�VHUYLQJ�LQ�WKH�'HSDUWPHQW�RI�6WDWH�WKDW�LQ�PRVW�FDVHV�D�EHWWHU�RU�DW�OHDVW�DV�
JRRG�D�SLFWXUH�RI�IRUHLJQ�GHYHORSPHQWV�FDQ�EH�REWDLQHG�E\�UHDGLQJ�WKH�EHWWHU QHZVSDSHUV²LQFOXGLQJ��RI�FRXUVH��WKH�IRUHLJQ�RQHV²WKDQ�E\�
SHUXVLQJ�WKH�KXQGUHGV�RI�GDLO\�WHOHJUDPV��RIWHQ�UHSRUWLQJ�FRFNWDLO�SDUW\�WULYLD�



��������

���$�&RPPXQLW\�RI�WKH�'HYHORSHG�1DWLRQV�
7KHVH�PRUH�LPPHGLDWHO\�QHFHVVDU\�FKDQJHV�PXVW�EH�UHLQIRUFHG�E\�D�EURDGHU�HIIRUW�WR�FRQWDLQ�WKH�JOREDO�

WHQGHQFLHV�WRZDUG�FKDRV��$�FRPPXQLW\�RI�WKH�GHYHORSHG�QDWLRQV�PXVW�HYHQWXDOO\�EH�IRUPHG�LI�WKH�ZRUOG�LV�WR�
UHVSRQG�HIIHFWLYHO\�WR�WKH�LQFUHDVLQJO\�VHULRXV�FULVLV�WKDW�LQ�GLIIHUHQW�ZD\V�QRZ�WKUHDWHQV�ERWK�WKH�DGYDQFHG�
ZRUOG�DQG�WKH�7KLUG�:RUOG��3HUVLVWHQW�GLYLVLRQV�DPRQJ�WKH�GHYHORSHG�VWDWHV��SDUWLFXODUO\�WKRVH�EDVHG�RQ�
RXWPRGHG�LGHRORJLFDO�FRQFHSWV��ZLOO QHJDWH�WKH�HIIRUWV�RI�LQGLYLGXDO�VWDWHV�WR�DLG�WKH�7KLUG�:RUOG��LQ�WKH�PRUH�
DGYDQFHG�ZRUOG�WKH\�FRXOG�HYHQ�FRQWULEXWH�WR�D�UHVXUJHQFH�RI�QDWLRQDOLVP��

:HVWHUQ�(XURSH�DQG�-DSDQ�
)URP�DQ�$PHULFDQ�VWDQGSRLQW��WKH�PRUH�LPSRUWDQW�DQG�SURPLVLQJ�FKDQJHV�LQ�WKH�\HDUV�WR�FRPH�ZLOO�

KDYH�WR�LQYROYH�:HVWHUQ�(XURSH�DQG�-DSDQ��7KH�DELOLW\�RI�WKHVH�DUHDV�WR�FRQWLQXH�WR�JURZ�HFRQRPLFDOO\�DQG�WR�
PDLQWDLQ�UHODWLYHO\�GHPRFUDWLF�SROLWLFDO�IRUPV�ZLOO�PRUH�FUXFLDOO\�DIIHFW�WKH�JUDGXDO�HYROXWLRQ�RI�D�QHZ�LQWHUQD��
WLRQDO�V\VWHP�WKDQ�ZLOO�OLNHO\�FKDQJHV�LQ�$PHULFDQ�6RYLHW�UHODWLRQV��:HVWHUQ�(XURSH�DQG�-DSDQ�RIIHU�JUHDWHU�
SRVVLELOLWLHV�IRU�LQLWLDWLYHV�GHVLJQHG�WR�ZHDYH�D�QHZ�IDEULF�RI�LQWHUQDWLRQDO�UHODWLRQV��DQG�EHFDXVH��OLNH�$PHULFD��
WKH\�DUH�LQ�WKH�IRUHIURQW�RI�VFLHQWLILF�DQG�WHFKQRORJLFDO�LQQRYDWLRQ��WKH\�UHSUHVHQW�WKH�PRVW�YLWDO�UHJLRQV�RI�WKH�
JOREH��

7KRXJK�VRPH�VFKRODUV�HPSKDVL]H�WKH�YLWDOLW\�RI�(XURSHDQ�QDWLRQDOLVP��WKH�EURDG�WKUXVW�RI�:HVWHUQ�
(XURSHDQ�GHYHORSPHQW�LV�WRZDUG�LQFUHDVLQJ�FRRSHUDWLRQ�DQG²PXFK�PRUH�LPSRUWDQW²WRZDUG�D�(XURSHDQ�
FRQVFLRXVQHVV���)RU�WKH�\RXQJHU�(XURSHDQV��:HVWHUQ�(XURSH�LV�DOUHDG\�DQ�HQWLW\�LQ�DOO�EXW�WKH�SROLWLFDO�UHVSHFW��
WKRXJK�VWLOO�DQDFKURQLVWLFDOO\�JRYHUQHG�E\�D�VHULHV�RI�SURYLQFLDO�FKLHIWDLQV��RFFDVLRQDOO\�YLVLWHG�VHULDWLP�E\�WKH�
IRUHLJQ�SRWHQWDWH�IURP�:DVKLQJWRQ���WKHLU�(XURSH�LV�IURQWLHUOHVV��RSHQ�WR�XQOLPLWHG�WRXULVP��WR�WKH�DOPRVW�
XQOLPLWHG�PRYHPHQW�RI�JRRGV��DQG�LQFUHDVLQJO\�WR�WKH�IUHH�IORZ�RI�VWXGHQWV�DQG�ZRUNHUV��7R�EH�VXUH��D�SRVLWLYH�
UHJLRQDOLVP�LV�\HW�WR�PDWXUH��EXW�WKH�IRUHJRLQJ�DW OHDVW�SURYLGHV�WKH�QHHGHG�SV\FKRORJLFDO�EDVLV�IRU�D�QHZ�(XURSH��
7KH�WHFKQHWURQLF�UHYROXWLRQ�KDV�DFFHOHUDWHG�WKH�DSSHDUDQFH�RI�WKLV�(XURSH��DQG�WKH�DXWDUNLF�LGHDV�RI�WKH�LQGXVWULDO�
DJH�KDYH�OLWWOH�RU�QR�KROG�RQ�LW�WRGD\��

,Q�(XURSH�WKH�LPSDFW�RI�VFLHQFH�DQG WHFKQRORJ\��WKRXJK�GLVUXSWLYH�ZLWKLQ�VRPH�VRFLHWLHV��SDUWLFXODUO\�
,WDO\��ZKLFK�LV�MXVW�FRPSOHWLQJ�WKH�LQGXVWULDO�SKDVH�RI�LWV�GHYHORSPHQW���KDV�LQVSLUHG�LQFUHDVHG�FRRSHUDWLRQ��LQ�
-DSDQ��KRZHYHU��ZKLFK�ODFNV�WKH�LPPHGLDWH�H[WHUQDO�RXWOHW�WKDW�(XURSHDQ�XQLILFDWLRQ�SURYLGHV�IRU�WKH�:HVWHUQ�
(XURSHDQV�DQG�ZKLFK�LV�VXEMHFW�WR�D�KLJKO\�YLVLEOH�$PHULFDQ�PLOLWDU\�SROLWLFDO�SUHVHQFH��LW�KDV�KDG�DQ�LQWHUQDOO\�
DJJUDYDWLQJ�HIIHFW��,W�WHQGV�WR�VKDUSHQ�WKH�QDWLRQ
V�LQWHUQDO�SROLWLFDO�FRQIOLFWV��SRODUL]LQJ�SXEOLF�RSLQLRQ�DQG�
UHQGHULQJ�WKH�IXWXUH�RULHQWDWLRQ�RI�WKH�FRXQWU\�XQFHUWDLQ����7KH�FRQIOLFWV�EHWZHHQ�JHQHUDWLRQV�HYLGHQW�LQ�PRVW�RI�
WKH�DGYDQFHG�ZRUOG�KDYH�VSHFLDO�JUDYLW\�LQ�-DSDQ��JLYHQ�WKH�FXOWXUDO�XSKHDYDO�SURGXFHG�E\�LWV�GHIHDW�LQ�:RUOG�
:DU�,,�DQG�WKH�RQO\�UHFHQWO\�DFKLHYHG�EDODQFH�EHWZHHQ�LWV�WUDGLWLRQV�DQG�PRGHUQ�GHPRFUDWLF�LQVWLWXWLRQV��$�
UHYLYDO�RI�-DSDQHVH�QDWLRQDOLVP�RU�D�WXUQ�WRZDUG�LGHRORJLFDO�UDGLFDOLVP�ZRXOG�VHULRXVO\�WKUHDWHQ�WKH�KLJKO\�
WHQXRXV�VWUXFWXUH�RI�SHDFH�LQ�WKH�3DFLILF�DQG�GLUHFWO\�DIIHFW�WKH�LQWHUHVWV�RI�WKH�8QLWHG�6WDWHV��WKH�6RYLHW�8QLRQ��
DQG�&KLQD��

$FFRUGLQJO\��DQ�HIIRUW�PXVW�EH�PDGH�WR�IRUJH�D�FRPPXQLW\�RI�WKH�GHYHORSHG�QDWLRQV�WKDW�ZRXOG�
HPEUDFH�WKH�$WODQWLF�VWDWHV��WKH�PRUH�DGYDQFHG�(XURSHDQ�FRPPXQLVW�VWDWHV��DQG�-DSDQ��7KHVH�QDWLRQV�QHHG QRW²�
DQG�IRU�D�YHU\�ORQJ�WLPH�FRXOG�QRW²IRUP�D�KRPRJHQHRXV�FRPPXQLW\�UHVHPEOLQJ�((&�RU�WKH�RQFH�KRSHG�IRU�
$WODQWLF�FRPPXQLW\��1RQHWKHOHVV��SURJUHVV�LQ�WKDW�GLUHFWLRQ�ZRXOG�KHOS�WR�WHUPLQDWH�WKH�FLYLO�ZDU�WKDW�KDV�
GRPLQDWHG�LQWHUQDWLRQDO�SROLWLFV�DPRQJ�WKH�GHYHORSHG�QDWLRQV�IRU�WKH�ODVW�KXQGUHG�DQG�ILIW\�\HDUV��7KRXJK�WKH�
QDWLRQDOLVW�DQG�LGHRORJLFDO�GLVSXWHV�DPRQJ�WKHVH�QDWLRQV�KDYH�OHVV�DQG�OHVV�UHOHYDQFH�WR�PDQNLQG
V�UHDO�SUREOHPV��
WKHLU�SHUVLVWHQFH�KDV�SUHFOXGHG�D�FRQVWUXFWLYH�UHVSRQVH�WR�GLOHPPDV�WKDW�ERWK�GHPRFUDWLF�DQG�FRPPXQLVW�VWDWHV�
LQFUHDVLQJO\�UHFRJQL]H�DV�EHLQJ�WKH�NH\�LVVXHV�RI�RXU�WLPHV��7KH�DEVHQFH�RI�D�XQLI\LQJ�SURFHVV�RI�LQYROYHPHQW�
KDV�NHSW�ROG�GLVSXWHV�DOLYH�DQG�KDV�REVFXUHG�WKH�SXUSRVHV�RI�VWDWHVPDQVKLS��

7R�SRVWXODWH�WKH�QHHG�IRU�VXFK�D�FRPPXQLW\�DQG�WR�GHILQH�LWV�FUHDWLRQ�DV�WKH�FRPLQJ�GHFDGH
V�PDMRU�WDVN�
LV�QRW�XWRSLDQLVP�8QGHU�WKH�SUHVVXUHV�RI�HFRQRPLFV��VFLHQFH��DQG�WHFKQRORJ\��PDQNLQG�LV�PRYLQJ�VWHDGLO\�
WRZDUG�ODUJH�VFDOH�FRRSHUDWLRQ��'HVSLWH�SHULRGLF�UHYHUVHV��DOO�KXPDQ�KLVWRU\�FOHDUO\�LQGLFDWHV�SURJUHVV�LQ�WKDW�
GLUHFWLRQ��7KH�TXHVWLRQ�LV�ZKHWKHU�D�VSRQWDQHRXV�PRYHPHQW�ZLOO�VXIILFH�WR�FRXQWHUEDODQFH�WKH�GDQJHUV�DOUHDG\�
QRWHG��$QG�VLQFH�WKH�DQVZHU�LV�SUREDEO\�QR��LW�IROORZV�WKDW�D�UHDOLVWLF�UHVSRQVH FDOOV�IRU�GHOLEHUDWH�HIIRUWV�WR�
DFFHOHUDWH�WKH�SURFHVV�RI�LQWHUQDWLRQDO�FRRSHUDWLRQ�DPRQJ�WKH�DGYDQFHG�QDWLRQV��

0RYHPHQW�WRZDUG�D�ODUJHU�FRPPXQLW\�RI�WKH�GHYHORSHG�QDWLRQV�ZLOO�QHFHVVDULO\�KDYH�WR�EH�SLHFHPHDO��
DQG�LW�ZLOO�QRW�SUHFOXGH�PRUH�KRPRJHQHRXV�UHODWLRQVKLSV�ZLWKLQ�WKH�ODUJHU�HQWLW\��0RUHRYHU��VXFK�D�FRPPXQLW\�

�7KLV�KDV�EHHQ�GUDPDWLFDOO\�LOOXVWUDWHG�LQ�)UDQFH�E\�SROOV�ZKLFK�VKRZ�WKDW�)UHQFK�SXEOLF�RSLQLRQ��ORQJ�KHOG�WR�EH�VWURQJO\�QDWLRQDOLVW��
VXSSRUWV�WKH�HPHUJHQFH�RI�D�(XURSHDQ�JRYHUQPHQW�WKDW�ZRXOG�KDYH�GHFLVLYH�SRZHUV�RYHU�D�ORFDO�)UHQFK�JRYHUQPHQW�LQ�VXFK�DUHDV�DV�
VFLHQWLILF�UHVHDUFK�����SHU�FHQW�IRU�D�(XURSHDQ�JRYHUQPHQW�����SHU�FHQW�IRU�D�GHFLVLYH�)UHQFK�JRYHUQPHQW� DQG�IRUHLJQ�SROLF\�����SHU�FHQW�
DQG����SHU�FHQW��UHVSHFWLYHO\���7KHVH�SROOV�LQGLFDWH�WKDW�PRVW�)UHQFKPHQ�IDYRUHG�UHWDLQLQJ�WKH�)UHQFK�JRYHUQPHQW
V�GHFLVLYH�UROH�RQO\�LQ�
SXUHO\�LQWHUQDO�DIIDLUV��VXFK�DV�VRFLDO�SROLF\��YDFDWLRQV��HGXFDWLRQ��DQG�VR�IRUWK��$ODLQ�/DQFHORW�DQG�3LHUUH�:HLOO���7KH�)UHQFK�DQG�WKH�
3ROLWLFDO�8QLILFDWLRQ�RI�(XURSH�� 5HYXH�IUDQFDLVH�GH�VFLHQFH�SROLWLTXH� )HEUXDU\�������SS�����������
��7KXV��WKH�FHQWHU�ULJKW�FRDOLWLRQ�WKDW�KDV�JRYHUQHG�-DSDQ�LQ�WKH�SRVWZDU�SHULRG�KDV�JUDGXDOO\�VKUXQN��LQ �����LW�REWDLQHG������SHU�FHQW�RI�WKH�
SRSXODU�YRWH��LQ������������SHU�FHQW��LQ������������SHU�FHQW��LQ������������SHU�FHQW��LQ������������SHU�FHQW��LQ������������SHU�FHQW��LQ�������
�����SHU�FHQW��DQG�LQ������������SHU�FHQW�
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FDQQRW�EH�DFKLHYHG�E\�IXVLQJ�H[LVWLQJ�VWDWHV�LQWR�RQH�ODUJHU�HQWLW\��7KH�GHVLUH�WR�FUHDWH�RQH�ODUJHU��IRUPDO�VWDWH�LV�
LWVHOI�DQ�H[WHQVLRQ�RI�UHDVRQLQJ�GHULYHG�IURP�WKH�DJH�RI�QDWLRQDOLVP��,W�PDNHV�PXFK�PRUH�VHQVH�WR�DWWHPSW WR�
DVVRFLDWH�H[LVWLQJ�VWDWHV�WKURXJK�D�YDULHW\�RI�LQGLUHFW�WLHV�DQG�DOUHDG\�GHYHORSLQJ�OLPLWDWLRQV�RQ�QDWLRQDO�
VRYHUHLJQW\��

,Q�WKLV�SURFHVV��WKH�6RYLHW�8QLRQ�DQG�(DVWHUQ�(XURSH�RQ�WKH�RQH�KDQG�DQG�:HVWHUQ�(XURSH�RQ�WKH�RWKHU�
ZLOO�FRQWLQXH�IRU�D�ORQJ�WLPH WR�HQMR\�PRUH�LQWLPDWH�UHODWLRQVKLSV�ZLWKLQ�WKHLU�RZQ�DUHDV��7KDW�LV�XQDYRLGDEOH��
7KH�SRLQW��KRZHYHU��LV�WR�GHYHORS�D�EURDGHU�VWUXFWXUH�WKDW�OLQNV�WKH�IRUHJRLQJ�LQ�YDULRXV�UHJLRQDO�RU�IXQFWLRQDO�
IRUPV�RI�FRRSHUDWLRQ��6XFK�D�VWUXFWXUH�ZRXOG�QRW�VZHHS�DVLGH 8QLWHG�6WDWHV�6RYLHW�QXFOHDU�ULYDOU\��ZKLFK�ZRXOG�
UHPDLQ�WKH�D[LV�RI�ZRUOG�PLOLWDU\�PLJKW��%XW�LQ�WKH�EURDGHU�FRRSHUDWLYH�VHWWLQJ��WKH�FRPSHWLWLRQ�EHWZHHQ�WKH�
8QLWHG�6WDWHV�DQG�WKH�6RYLHW�8QLRQ�FRXOG�HYHQWXDOO\�UHVHPEOH�LQ�IRUP�ODWH�QLQHWHHQWK�FHQWXU\�$QJOR�)UHQFK�
FRORQLDO�FRPSHWLWLRQ��)DVKRGD�GLG�QRW�YLWLDWH�WKH�HPHUJLQJ�(XURSHDQ�HQWHQWH��

0RYHPHQW�WRZDUG�VXFK�D�FRPPXQLW\�ZLOO�LQ�DOO�SUREDELOLW\�UHTXLUH�WZR�EURDG�DQG�RYHUODSSLQJ�SKDVHV��
7KH�ILUVW�RI�WKHVH�ZRXOG�LQYROYH�WKH�IRUJLQJ�RI�FRPPXQLW\�OLQNV�DPRQJ WKH�8QLWHG�6WDWHV��:HVWHUQ�(XURSH��DQG�
-DSDQ��DV�ZHOO�DV�ZLWK�RWKHU�PRUH�DGYDQFHG�FRXQWULHV��IRU�H[DPSOH��$XVWUDOLD��,VUDHO��0H[LFR���7KH�VHFRQG�SKDVH�
ZRXOG�LQFOXGH�WKH�H[WHQVLRQ�RI�WKHVH�OLQNV�WR�PRUH�DGYDQFHG FRPPXQLVW�FRXQWULHV��6RPH�RI�WKHP²IRU�H[DPSOH��
<XJRVODYLD�RU�5XPDQLD²PD\�PRYH�WRZDUG�FORVHU�LQWHUQDWLRQDO�FRRSHUDWLRQ�PRUH�UDSLGO\�WKDQ�RWKHUV��DQG�KHQFH�
WKH�WZR�SKDVHV�QHHG�QRW�QHFHVVDULO\�EH�VKDUSO\�GHPDUFDWHG��

6WUXFWXUH�DQG�)RFXV�
7KH�HPHUJLQJ�FRPPXQLW\�RI�GHYHORSHG�QDWLRQV�ZRXOG�UHTXLUH�VRPH�LQVWLWXWLRQDO�H[SUHVVLRQ��HYHQ�

WKRXJK�LW�ZRXOG�EH�XQZLVH�WR�VHHN�WR�FUHDWH�WRR�PDQ\�ELQGLQJ�LQWHJUDWHG�SURFHVVHV�SUHPDWXUHO\��$�FDVH�FDQ�EH�
PDGH�IRU�LQLWLDOO\�VHWWLQJ�XS�RQO\�D�KLJK�OHYHO�FRQVXOWDWLYH�FRXQFLO�IRU�JOREDO�FRRSHUDWLRQ��UHJXODUO\�EULQJLQJ�WR��
JHWKHU�WKH�KHDGV�RI�JRYHUQPHQWV�RI�WKH�GHYHORSHG�ZRUOG�WR�GLVFXVV�WKHLU�FRPPRQ�SROLWLFDO�VHFXULW\��HGXFDWLRQDO��
VFLHQWLILF��DQG�HFRQRPLF�WHFKQRORJLFDO�SUREOHPV��DV�ZHOO�DV�WR�GHDO�IURP�WKDW�SHUVSHFWLYH�ZLWK�WKHLU�PRUDO�
REOLJDWLRQV�WRZDUG�WKH�GHYHORSLQJ�QDWLRQV��6RPH�SHUPDQHQW�VXSSRUWLQJ�PDFKLQHU\�FRXOG�SURYLGH�FRQWLQXLW\�WR�
WKHVH�FRQVXOWDWLRQV��

$FFRUGLQJO\��VXFK�D�FRXQFLO�IRU�JOREDO�FRRSHUDWLRQ�ZRXOG�EH�VRPHWKLQJ�PRUH�WKDQ�2(&'�LQ�WKDW�LW�
ZRXOG�RSHUDWH�RQ�D�KLJKHU�OHYHO�DQG�ZRXOG�DOVR�EH�FRQFHUQHG�ZLWK�SROLWLFDO�VWUDWHJ\��EXW�LW�ZRXOG�EH�PRUH�
GLIIXVHG�WKDQ�1$72�LQ�WKDW�LW�ZRXOG�QRW�VHHN�WR�IRUJH�LQWHJUDWHG�PLOLWDU\�SROLWLFDO�VWUXFWXUHV��1HYHUWKHOHVV��D�
FRXQFLO�RI�WKLV�VRUW²SHUKDSV�LQLWLDOO\�OLQNLQJ�RQO\�WKH�8QLWHG�6WDWHV��-DSDQ��DQG�:HVWHUQ�(XURSH��DQG�WKXV�
EULQJLQJ�WRJHWKHU�WKH�SROLWLFDO�OHDGHUV�RI�VWDWHV�VKDULQJ�FHUWDLQ�FRPPRQ�DVSLUDWLRQV�DQG�SUREOHPV�RI�PRGHUQLW\²�
ZRXOG�EH�PRUH�HIIHFWLYH�LQ�GHYHORSLQJ�FRPPRQ�SURJUDPV�WKDQ�LV�WKH�8QLWHG�1DWLRQV��ZKRVH�HIILFDF\�LV�
XQDYRLGDEO\�OLPLWHG�E\�WKH�&ROG�:DU�DQG�E\�QRUWK�VRXWK�GLYLVLRQV��

7KH�LQFOXVLRQ�RI�-DSDQ�ZRXOG�EH�SDUWLFXODUO\�LPSRUWDQW��ERWK�WR�WKH�LQWHUQDO�GHYHORSPHQW�RI�-DSDQHVH�
OLIH�DQG�WR�WKH�YLWDOLW\�RI�VXFK�D�FRPPXQLW\��-DSDQ�LV�D�ZRUOG�SRZHU��DQG�LQ�D�ZRUOG�RI�HOHFWURQLF�DQG�VXSHUVRQLF�
FRPPXQLFDWLRQV�LW�LV�D SV\FKRORJLFDO�DQG�SROLWLFDO�HUURU�WR�WKLQN�RI�LW�DV�SULPDULO\�DQ�$VLDQ�QDWLRQ��-DSDQ QHHGV�
DQ�RXWOHW�FRPPHQVXUDWH�ZLWK�LWV�RZQ�DGYDQFHG�GHYHORSPHQW��QRW�RQH�WKDW�SODFHV�LW�LQ�WKH�SRVLWLRQ�RI�D�JLDQW�
DPRQJ�S\JPLHV�DQG�WKDW�H[FOXGHV�LW GH�IDFWR IURP�WKH�FRXQFLOV�RI�WKH�UHDO�ZRUOG�SRZHUV��7KH�UHJXODU�$PHULFDQ��
-DSDQHVH�FDELQHW�OHYHO�WDONV�DUH�D�GHVLUDEOH�ELODWHUDO�DUUDQJHPHQW��EXW�-DSDQ�ZLOO�EHFRPH�PRUH�IXOO\�DQG�
FUHDWLYHO\�LQYROYHG�LQ�ZRUOG�DIIDLUV�LQ�D�ODUJHU�VHWWLQJ�RI�HTXDO�SDUWQHUV��

:LWKRXW�VXFK�D�ODUJHU�VHWWLQJ��WKHUH�LV�GDQJHU�WKDW�WKH�H[WUDRUGLQDU\�SDFH�RI�-DSDQHVH�VRFLR�HFRQRPLF�
GHYHORSPHQW�ZLOO�EHFRPH�GHVWUXFWLYH��7KH�DXWRPDWLF�SURMHFWLRQV�RI�-DSDQHVH�JURZWK�LQWR�WKH�IXWXUH��PDGH�ZLWK�
LQFUHDVLQJ�IUHTXHQF\�LQ�WKH�ODWH�����V��DUH�PLVOHDGLQJ��WKH\�GR�QRW�PDNH�DOORZDQFH�IRU�WKH�GHVWDELOL]LQJ�HIIHFW�RI�
WKH�LPSDFW�RI�FKDQJH�RQ�-DSDQHVH�WUDGLWLRQV��7KHUH�LV�D�UHDO�SRVVLELOLW\�WKDW�LQ�WKH�����V�-DSDQ�ZLOO�XQGHUJR�
H[WUHPHO\�XSVHWWLQJ�LQWHUQDO�FRQIOLFWV�XQOHVV�LQ�VRPH�ZD\�-DSDQHVH�LGHDOLVP�LV�ERWK�VWLPXODWHG�DQG�WXUQHG�WR�
JRDOV�ODUJHU�WKDQ�LQVXODU�DQG�SHUVRQDO�KHGRQLVP��,QWHUQDWLRQDO�FRRSHUDWLRQ��LQYROYLQJ�WKH�VKDULQJ�ZLWK�-DSDQ�RI�
UHVSRQVLELOLW\�DV�ZHOO�DV�RI�SRZHU��FRXOG�SURYLGH�VXFK�DQ�RXWOHW��

6XFK�D�FRXQFLO�ZRXOG�DOVR�SURYLGH�D�SROLWLFDO�VHFXULW\�IUDPHZRUN�LQ�ZKLFK�WKH�VHFXULW\�FRQFHUQV�RI�HDFK�
VWDWH�FRXOG�EH�YLHZHG�LQ�D�FRQWH[W�WKDW�WDNHV�LQWR�DFFRXQW�WKH�LQHVFDSDEOH�FRQQHFWLRQV�EHWZHHQ�VXFK�PDWWHUV�DV�
6RYLHW�SROLF\�LQ�%HUOLQ�DQG�WKH�6LQR�6RYLHW�FULVLV��&KLQHVH�QXFOHDU�GHYHORSPHQW�DQG�LWV�LPSOLFDWLRQV�ERWK�IRU�
-DSDQHVH�VHFXULW\�DQG�IRU�(DVW�:HVW�UHODWLRQV�LQ�(XURSH��DQG�VR�RQ��6LPLODUO\��PDWWHUV�VXFK�DV�-DSDQHVH�
UHDUPDPHQW��SRVVLEO\�HYHQ�-DSDQ
V�DFTXLVLWLRQ�RI�QXFOHDU�DUPV��WKRXJKW�E\�LQFUHDVLQJO\�ODUJH�QXPEHUV�RI�
-DSDQHVH�WR�EH�OLNHO\�GXULQJ�WKH�VHFRQG KDOI�RI�WKH�����V������FRXOG�EH�YLHZHG�LQ�WHUPV�RI�WKLV�EURDGHU�VLJQLILFDQFH�
UDWKHU�WKDQ�DV�D�UHVSRQVH�WR�SXUHO\�ORFDO�FRQVLGHUDWLRQV��,QGHHG��JLYHQ�WKH�QDWXUH�RI�PRGHUQ�VFLHQWLILF�GHYHORS��
PHQWV�DQG�FRPPXQLFDWLRQV��LW�LV�QRW�WRR�HDUO\�WR�WKLQN�RI�WHFKQRORJLFDO�FRRSHUDWLRQ�EHWZHHQ�:HVWHUQ�(XURSH�DQG�
-DSDQ��DV�ZHOO�DV�EHWZHHQ�ERWK�RI�WKHP�DQG�WKH�8QLWHG�6WDWHV��LQ�VRPH�ILHOGV�RI�GHIHQVH��

3ROLWLFDO�VHFXULW\�HIIRUWV�ZRXOG��KRZHYHU��LQ�DOO�SUREDELOLW\�EH�VHFRQG�LQ�LPSRUWDQFH�WR�HIIRUWV�WR�
EURDGHQ�WKH�VFRSH�RI HGXFDWLRQDO�VFLHQWLILF�DQG�HFRQRPLF�WHFKQRORJLFDO�FRRSHUDWLRQ�DPRQJ�WKH�PRVW�DGYDQFHG�
LQGXVWULDO�QDWLRQV�WKDW�DUH�EHFRPLQJ�SRVW�LQGXVWULDO�DQG�DUH�LQ�VRPH�UHJDUGV�PRYLQJ�LQWR�WKH�SRVW�QDWLRQDO�DJH��
7KH�SURMHFWHG�ZRUOG�LQIRUPDWLRQ�JULG��IRU�ZKLFK�-DSDQ��:HVWHUQ�(XURSH��DQG�WKH 8QLWHG�6WDWHV�DUH�PRVW�VXLWHG���

��:HVWHUQ�(XURSH�DQG�-DSDQ�SUHVHQW�WKH�PRVW�LPPHGLDWH�RSSRUWXQLWLHV�IRU�WKH�ZRUOG�LQIRUPDWLRQ�JULG��7KH�(XURSHDQV�DQG�WKH�-DSDQHVH�DUH
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FRXOG�FUHDWH�WKH�EDVLV�IRU�D�FRPPRQ�HGXFDWLRQDO�SURJUDP��IRU�WKH�DGRSWLRQ�RI�FRPPRQ�DFDGHPLF�VWDQGDUGV��IRU�
WKH�RUJDQL]HG�SRROLQJ�RI�LQIRUPDWLRQ��DQG�IRU�D�PRUH�UDWLRQDO�GLYLVLRQ�RI�ODERU�LQ�UHVHDUFK�DQG�GHYHORSPHQW��
&RPSXWHUV�DW�0�,�7��KDYH�DOUHDG\�EHHQ�UHJXODUO\��FRQYHUVLQJ��ZLWK�/DWLQ�$PHULFDQ�XQLYHUVLWLHV��DQG�WKHUH�LV�QR�
WHFKQLFDO�REVWDFOH�WR�SHUPDQHQW�LQIRUPDWLRQ�OLQNDJH�EHWZHHQ��IRU�H[DPSOH��WKH�XQLYHUVLWLHV�RI�1HZ�<RUN��
0RVFRZ��7RN\R��0H[LFR�&LW\��DQG�0LODQ�����6XFK�VFLHQWLILF�LQIRUPDWLRQDO�OLQNDJH�ZRXOG�EH�HDVLHU�WR�VHW�XS�WKDQ�
MRLQW�HGXFDWLRQDO�SURJUDPV�DQG�ZRXOG�HQFRXUDJH�DQ�LQWHUQDWLRQDO�HGXFDWLRQDO�V\VWHP�E\�SURYLGLQJ�DQ�DGGLWLRQDO�
VWLPXOXV�WR�DQ�LQWHUQDWLRQDO�GLYLVLRQ�RI�DFDGHPLF ODERXU��XQLIRUP�DFDGHPLF�VWDQGDUGV��DQG�D�FURVV�QDWLRQDO�
SRROLQJ�RI�DFDGHPLF�UHVRXUFHV��

6WHSV�LQ�WKDW�GLUHFWLRQ�FRXOG�EH�DFFHOHUDWHG�E\�VRPH�V\PEROLF�MRLQW�DFWLRQV��6SDFH�H[SORUDWLRQ�LV�
SUREDEO\�WKH�PRVW�GUDPDWLF�H[DPSOH�RI�KXPDQ�DGYHQWXUH�PDGH�SRVVLEOH�E\�VFLHQFH��EXW�FXUUHQWO\�LW�LV�DOPRVW�
HQWLUHO\�PRQRSROL]HG�RQ�D�FRPSHWLWLYH�EDVLV�E\�WKH�8QLWHG�6WDWHV�DQG�WKH�6RYLHW�8QLRQ��7KH�SRROLQJ�RI�:HVWHUQ�
(XURSHDQ��-DSDQHVH��DQG�$PHULFDQ�UHVRXUFHV�IRU�D�VSHFLILF�MRLQW�XQGHUWDNLQJ�FRXOG�GR�PXFK�WR�DFFHOHUDWH�
LQWHUQDWLRQDO�FRRSHUDWLRQ�����,Q�DGGLWLRQ��LW�PD\�EH�GHVLUDEOH�WR�GHYHORS�DQ�LQWHUQDWLRQDO�FRQYHQWLRQ�RQ�WKH�VRFLDO�
FRQVHTXHQFHV�RI�DSSOLHG�VFLHQFH�DQG�WHFKQRORJ\��7KLV�QRW�RQO\�ZRXOG�SHUPLW�WKH�HFRORJLFDO�DQG�VRFLDO�HIIHFWV�RI�
QHZ�WHFKQLTXHV�WR�EH�ZHLJKHG�LQ�DGYDQFH EXW�ZRXOG�DOVR�PDNH�LW�SRVVLEOH�WR�RXWODZ�WKH�XVH�RI�FKHPLFDOV�WR�OLPLW�
DQG�PDQLSXODWH�PDQ�DQG�WR�SUHYHQW�RWKHU�VFLHQWLILF�DEXVHV�WR�ZKLFK�VRPH�JRYHUQPHQWV�PD\�EH�WHPSWHG��

,Q�WKH�HFRQRPLF�WHFKQRORJLFDO�ILHOG�VRPH�LQWHUQDWLRQDO�FRRSHUDWLRQ�KDV�DOUHDG\�EHHQ�DFKLHYHG��EXW�
IXUWKHU�SURJUHVV�ZLOO�UHTXLUH�JUHDWHU�$PHULFDQ�VDFULILFHV��0RUH�LQWHQVLYH�HIIRUWV�WR�VKDSH�D�QHZ�ZRUOG�PRQHWDU\�
VWUXFWXUH�ZLOO�KDYH�WR�EH�XQGHUWDNHQ��ZLWK�VRPH�FRQVHTXHQW�ULVN�WR�WKH�SUHVHQW�UHODWLYHO\�IDYRUDEOH�$PHULFDQ�
SRVLWLRQ��)XUWKHU�SURJUHVV�ZRXOG�LQ�DOO�SUREDELOLW\�UHTXLUH�WKH�DEDQGRQPHQW�RI�UHVWULFWLRQV��LPSRVHG�E\�&RQJUHVV�
LQ������DQG�������RQ�WKH�LQWHUQDWLRQDO�DFWLYLWLHV�RI�$PHULFDQ�FRUSRUDWLRQV�DQG�RQ�WKHLU�IRUHLJQ�VXEVLGLDULHV�DQG�
SODQWV��7KH�DSSHDUDQFH�RI�D�WUXO\�LQWHUQDWLRQDO VWUXFWXUH�RI�SURGXFWLRQ�DQG�ILQDQFLQJ�ZRXOG�KDYH�WR�JR�KDQG�LQ�
KDQG�ZLWK�WKH�HPHUJHQFH�RI�D��WKHRU\�RI�LQWHUQDWLRQDO�SURGXFWLRQ���QHHGHG�WR�VXSSOHPHQW�RXU�SUHVHQW�WKHRULHV�RI�
LQWHUQDWLRQDO�WUDGH���3URJUHVV�DORQJ�WKHVH�OLQHV�ZRXOG�DOVR�IDFLOLWDWH�WKH�FUHDWLRQ�RI�D�IUHH�WUDGH�DUHD��ZKLFK�FRXOG�
EH�WDUJHWHG�LQ�SURJUHVVLYH�VWDJHV��

7KH�&RPPXQLVW�6WDWHV�
7KH�6RYLHW�8QLRQ�PD\�FRPH�WR�SDUWLFLSDWH�LQ�VXFK�D�ODUJHU�IUDPHZRUN�RI�FRRSHUDWLRQ�EHFDXVH�RI�WKH�

LQKHUHQW�DWWUDFWLRQ�RI�WKH�:HVW�IRU�WKH�(DVWHUQ�(XURSHDQV²ZKRP WKH�6RYLHW�8QLRQ�ZRXOG�KDYH�WR�IROORZ�OHVW�LW�
ORVH�WKHP�DOWRJHWKHU²DQG�EHFDXVH�RI�WKH�6RYLHW�8QLRQ
V�RZQ�IHOW�QHHG�IRU�LQFUHDVHG�FROODERUDWLRQ�LQ�WKH�
WHFKQRORJLFDO�DQG�VFLHQWLILF�UHYROXWLRQ��7KDW�(DVWHUQ�(XURSHDQV�ZLOO�PRYH�FORVHU�WR�:HVWHUQ�(XURSH�LV�FHUWDLQ��
7KH�HYHQWV�RI������LQ�&]HFKRVORYDNLD�DUH�PHUHO\�DQ�DXJXU\�RI�ZKDW�LV�WR�FRPH��LQ�VSLWH�RI�IRUFLEOH�6RYLHW�HIIRUWV�
WR�WKH�FRQWUDU\��,W�LV�RQO\�D�PDWWHU�RI�WLPH�EHIRUH�LQGLYLGXDO�FRPPXQLVW�VWDWHV�FRPH�NQRFNLQJ�DW�WKH�GRRUV�RI�((&�
RU�2(&'��KHQFH��EURDGHU�(DVW�:HVW�DUUDQJHPHQWV�PD\�HYHQ�EHFRPH�D�ZD\�IRU�0RVFRZ�WR�PDLQWDLQ�HIIHFWLYH�
OLQNV�ZLWK�WKH�(DVWHUQ�(XURSHDQ�FDSLWDOV��

7KH�HYROXWLRQ�RI�<XJRVODY�WKLQNLQJ�DQG�EHKDYLRU�DWWHVWV�WR�WKH�IDFW�WKDW�WKH�FRPPXQLVW�VWDWHV�DUH�QRW�
LPPXQH�WR�WKH�SURFHVV�RI�FKDQJH�DQG�WR�LQWHOOLJHQW�:HVWHUQ�LQLWLDWLYHV��6OLJKWO\�PRUH�WKDQ�WZHQW\�\HDUV�DJR��
<XJRVODY�SURQRXQFHPHQWV�ZHUH�QRW�XQOLNH�WKRVH�RI�WKH�&KLQHVH�WRGD\��<HW�<XJRVODYLD�QRZ�OHDGV�DOO�FRPPXQLVW�
VWDWHV�LQ�HFRQRPLF�UHIRUP��LQ�WKH�RSHQQHVV�RI�LWV�VRFLHW\��DQG�LQ�LGHRORJLFDO�PRGHUDWLRQ��,Q�WKH�ODWH�����V�LW�
MRLQHG�*$77����DQG�<XJRVODYLD
V�DVVRFLDWLRQ�ZLWK�()7$�Á�²DQG�SHUKDSV�HYHQWXDOO\�ZLWK�WKH�&RPPRQ�0DUNHW²LV�
D�SUREDELOLW\��:KLOH�VWLOO�FRPPLWWHG�WR�WKH�QRWLRQ�RI��VRFLDOLVP���<XJRVODYLD
V�YLHZV�RQ�LQWHUQDWLRQDO�SROLWLFV�DUH�
PRGHUDWH��DQG�WKH\�KDYH�KDG�D�VLJQLILFDQW�LPSDFW�RQ�FRPPXQLVP�LQ�(DVWHUQ�(XURSH��

6LPLODU�WUHQGV�DUH�VORZO\�GHYHORSLQJ�HOVHZKHUH�LQ�WKH�FRPPXQLVW�ZRUOG��7R�EH�VXUH��WKH\�DUH�RSSRVHG�
E\�HQWUHQFKHG�EXUHDXFUDWV��EXW�LQ�WKH�ORQJ�UXQ�WKH�UHDFWLRQDULHV�DUH�ILJKWLQJ�D�ORVLQJ�EDWWOH��6RFLDO�IRUFHV�DUH�
DJDLQVW�WKHP��DQG�WKH�FRQVHUYDWLYH�HOLWHV�DUH�RQ�WKH�GHIHQVLYH�HYHU\ZKHUH��,W�LV�GRXEWIXO�ZKHWKHU�WKH\�FDQ�

ERWK�LQFUHDVLQJO\�VHQVLWLYH�WR�WKH�LPSRUWDQFH�RI�LQIRUPDWLRQ�VWRUDJH�DQG�WUDQVIHU�QHWZRUN��VLPLODU�WR�WKH�RQH�QRZ�HYROYLQJ�LQ�WKLV�FRXQWU\��
�7KH�(XURSHDQV
�VXFFHVV�LQ�WKLV�SURMHFW�ZLOO�GHSHQG��LQ�SDUW��RQ�WKHLU�DELOLW\�WR�PRGLI\�D�QXPEHU�RI�SUHVHQW�UHVWULFWLYH�DWWLWXGHV��2QH�LV�WKH�
OLQJHULQJ�WUDGLWLRQ�RI�VHFUHWLYHQHVV�LQ�WKHLU�UHVHDUFK�DQG�GHYHORSPHQW�ZRUN��$QRWKHU�LV�WKH�QDWLRQDOLVWLF�LQKLELWLRQ�LQ�VKDULQJ�UHJLRQDO�
LQIRUPDWLRQ�UHVRXUFHV��,W�ZRXOG�EH�XQIRUWXQDWH�LI�WKHVH�DWWLWXGHV�KHOG�XS�IRUPDWLRQ�RI�WKH�QHWZRUN��VLQFH�(XURSHDQV��RYHU�WKH�ORQJ�UXQ��FDQQRW�
WKLQN�LQ�WHUPV�RI�
,WDOLDQ�UHVHDUFK
�RU�
1RUZHJLDQ�UHVHDUFK
�DQ\�PRUH�WKDQ�WKH\�DUH�DEOH�WR�PDNH D�GLVWLQFWLRQ�EHWZHHQ�UHVHDUFK�GRQH�LQ�
&DOLIRUQLD�RU�1HZ�-HUVH\��
�7KHUH�LV�HYHU\�UHDVRQ�WR�HQFRXUDJH�WKH�(XURSHDQV�WR�RYHUFRPH�WKHVH�SUREOHPV��7KH�$PHULFDQ�LQIRUPDWLRQ�WUDQVIHU�QHWZRUN�VKRXOG�EH�
OLQNHG�GLUHFWO\�LQWR�WKHLU�UHJLRQDO�V\VWHP��SHUPLWWLQJ�D�EURDGHU�H[FKDQJH�RI�LQIRUPDWLRQ���7HOHYLVLRQ�4XDUWHUO\� 6SULQJ�������SS����������
�-XGG�3RON�DUJXHV�WKDW��ZKDW�ZH�QHHG�LV�QRW�D�WKHRU\�RI�LQWHUQDWLRQDO�WUDGH�WKDW�DEVWUDFWV�IURP�SURGXFWLRQ��EXW�D�WKHRU\�RI�DQ�LQWHUQDWLRQDO�
SURGXFWLRQ�ZKLFK��EHLQJ�VSHFLDOL]HG��SUHVXSSRVHV�WUDGH���+H�JRHV�RQ�WR�QRWH�WKDW��WKH�TXHVWLRQ�LV�QRW�RQH�RI�LQWUXGLQJ�LQWR�WKH�HFRQRP\�RI�
RWKHUV��LW�LV�D�PDWWHU�RI�UHOHDVLQJ�WKH�SURGXFWLRQ�FDSDELOLWLHV�RI�DOO�QDWLRQV��7KH�SUREOHPV�RI�SURGXFWLRQ�VHHQ�IURP�WKH�VWDQGSRLQW�RI�DQ�
HFRQRP\�YDVWO\�ODUJHU�WKDQ�WKDW�RI�WKH�QDWLRQ�DUH�QHZ�WR�HYHU\RQH��7KH�8QLWHG�6WDWHV�FDQQRW�DEDQGRQ�LWV�FRQFHUQ�IRU�WKH�QDWLRQDO�EDODQFH�RI�
SD\PHQWV��EXW��DV�QRWHG��LW�LV�EHJLQQLQJ�WR�SHUFHLYH�WKH�XUJHQW�QHHG�IRU�D�V\VWHP�RI�LQWHUQDWLRQDO�DFFRXQWV�DV�FRPSUHKHQVLYH DV�WKH�SUHVHQW�
QDWLRQDO�DFFRXQWV��,W�SDUWLFXODUO\�QHHGV�WR�IROORZ�WKH�ZKROH�SLFWXUH�RI�WKH�LQWHUQDWLRQDO�PRYHPHQW�RI�IDFWRUV�RI�SURGXFWLRQ��-XVW�WR�IHHO�WKLV�
QHHG�LV�WR�KDYH�PDGH�H[WUDRUGLQDU\�SURJUHVV�LQ�D�VKRUW����\HDUV��IRU�WKHUH�FDQQRW�RFFXU�D�GLVORGJPHQW�RI�WKH�GROODU�IURP�LWV�LQWHUQDWLRQDO�
IXQFWLRQ�ZLWKRXW�D�FULSSOLQJ�GLVORGJPHQW�RI�WKH�SURGXFWLRQ�DQG�WUDGH�LW�VXSSRUWV��1RU�FDQ�WKHUH�EH�D�SUDFWLFDO�LPSURYHPHQW�LQ�WKLV�IXQFWLRQ�
H[FHSW�LQ�WKH�FRQWH[W�RI�WKH�FDVK�DQG�FUHGLW�UHTXLUHPHQWV�RI�WKH�QHZ�ZRUOG�HFRQRP\����7KH�1HZ�:RUOG�(FRQRP\�� &ROXPELD�-RXUQDO�RI�
:RUOG�%XVLQHVV� -DQXDU\�)HEUXDU\�������S�������
��*$77��*HQHUDO�$JUHHPHQW�RQ�7UDGH�DQG�7DULIIV��
Á�()7$��(XURSHDQ�)UHH�7UDGH�$VVRFLDWLRQ�
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UHYHUVH��WKRXJK�WKH\�FHUWDLQO\�FDQ�GHOD\��WKH�WUHQG�WRZDUG�D�PRUH�RSHQ��KXPDQLVWLF��DQG�OHVV�LGHRORJLFDO�VRFLHW\��
7KH�UHVLVWDQFH�RI�WKRVH�UHJLPHV�GRPLQDWHG�E\�HQWUHQFKHG�FRQVHUYDWLYH�EXUHDXFUDFLHV�ZLOO�EH�IXUWKHU�ZHDNHQHG�LI�
WKH�:HVW�YLHZV�WKH�&ROG�:DU�DV�SULPDULO\�GXH�WR�WKH�IDGLQJ�VHOI�VHUYLQJ�GRFWULQHV�RI�WKH�&RPPXQLVW�UXOHUV��LI�LW�
DSSURDFKHV�WKH�&ROG�:DU�PRUH�DV�DQ�DEHUUDWLRQ�DQG�OHVV�DV�D�PLVVLRQ��

2YHU�WKH�ORQJ�UXQ²DQG�RXU�HDUOLHU�DQDO\VLV�LQGLFDWHV�WKDW�LW�ZRXOG�EH�D�ORQJ�UXQ²6RYLHW�
UHVSRQVLYHQHVV�FRXOG�EH�VWLPXODWHG�WKURXJK�WKH�GHOLEHUDWH�RSHQLQJ�RI�(XURSHDQ�FRRSHUDWLYH�YHQWXUHV�WR�WKH�(DVW�
DQG�WKURXJK�WKH�FUHDWLRQ�RI�QHZ�(DVW�:HVW�ERGLHV�GHVLJQHG�LQLWLDOO\�RQO\�WR�SURPRWH�D�GLDORJXH��WKH�H[FKDQJH�RI�
LQIRUPDWLRQ��DQG�WKH�HQFRXUDJHPHQW�RI�D�FRRSHUDWLYH�HWKRV��7KH�GHOLEHUDWH�GHILQLWLRQ�RI�FHUWDLQ�FRPPRQ�
REMHFWLYHV�LQ�HFRQRPLF�GHYHORSPHQW��WHFKQRORJLFDO�DVVLVWDQFH��DQG�(DVW�:HVW�VHFXULW\�DUUDQJHPHQWV�FRXOG�KHOS�
VWLPXODWH�D�VHQVH�RI�FRPPRQ�SXUSRVH�DQG�WKH�JURZWK�RI�D�UXGLPHQWDU\�LQVWLWXWLRQDO�IUDPHZRUN���)RU�H[DPSOH��
WKURXJK�IRUPDO�OLQNV�LQ�WKH�HFRQRPLF�VSKHUH�EHWZHHQ�2(&'�DQG�WKH�&RXQFLO�IRU�0XWXDO�(FRQRPLF $VVLVWDQFH�
�&(0$���LQ�WKH�VHFXULW\�VSKHUH�EHWZHHQ�1$72�DQG�WKH�:DUVDZ�3DFW��DQG�WKURXJK�8QLWHG�6WDWHV�6RYLHW�DUPV��
FRQWURO�DUUDQJHPHQWV��RU�E\�WKH�FUHDWLRQ�RI�DQ�LQIRUPDO�(DVW�:HVW�SROLWLFDO�FRQVXOWDWLYH�ERG\������

$�ODUJHU�FRRSHUDWLYH�JRDO�ZRXOG�DOVR�KDYH RWKHU�EHQHILFLDO�HIIHFWV��)RU�RQH�WKLQJ��LW�LV�OLNHO\�WKDW�WKH�
6RYLHW�8QLRQ�ZRXOG�LQLWLDOO\�GHPRQVWUDWH�KHVLWDQF\�RU�HYHQ�KRVWLOLW\�LQ�WKH�IDFH�RI�:HVWHUQ�LQLWLDWLYH��7KHUHIRUH��
DQ�DSSURDFK�EDVHG�RQ�ELODWHUDO $PHULFDQ�6RYLHW�DFFRPPRGDWLRQ²DV�DGYRFDWHG�E\ VRPH�$PHULFDQV²PLJKW�
SURYH�WR�EH�DERUWLYH�DQG�ZRXOG�FRQVHTXHQWO\�LQWHQVLI\�WHQVLRQV��%XW�HIIRUWV�WR�FUHDWH�D�ODUJHU�FRRSHUDWLYH�
FRPPXQLW\�QHHG�QRW�EH�KDOWHG�E\�LQLWLDO�6RYLHW�UHOXFWDQFH��QRU�FDQ�WKH\�EH�HDVLO\�H[SORLWHG�E\�0RVFRZ�WR�
SHUSHWXDWH�WKH�&ROG�:DU��2Q�WKH�FRQWUDU\��6RYLHW�UHVLVWDQFH�ZRXOG�RQO\�UHVXOW�LQ�PRUH�FRVWO\�6RYLHW�LVRODWLRQ��%\�
VHHNLQJ�WR�FXW�(DVWHUQ�(XURSH�RII�IURP�WKH�:HVW��WKH�6RYLHW�8QLRQ�ZRXOG�LQHYLWDEO\�DOVR�GHQ\�LWVHOI�WKH�IUXLWV�RI�
FORVHU�(DVW�:HVW�WHFKQRORJLFDO�FRRSHUDWLRQ��,Q������WKH�FRPELQHG�*13�RI�WKH�8QLWHG�6WDWHV��:HVWHUQ�(XURSH��
DQG�-DSDQ�ZLOO�EH�URXJKO\�VRPHZKHUH�DURXQG�WKUHH�WULOOLRQ�GROODUV��RU�IRXU�WLPHV�WKDW�RI�WKH�OLNHO\�6RYLHW�*13�
�DVVXPLQJ�D�IDYRUDEOH�JURZWK�UDWH�IRU�WKH�6RYLHWV���ZLWK�VRPH�(DVWHUQ�(XURSHDQ�VWDWHV�JUDGXDOO\�VKLIWLQJ�WRZDUG�
JUHDWHU�FRRSHUDWLRQ�ZLWK�((&�DQG�2(&'��WKH�6RYLHW�8QLRQ�FRXOG�DEVWDLQ�RQO\�DW�JUHDW�FRVW�WR�LWV�RZQ�
GHYHORSPHQW�DQG�ZRUOG�SRVLWLRQ��

5LVNV�DQG�$GYDQWDJHV�
7KH�VKDSLQJ�RI�VXFK�D�FRPPXQLW\�PD\�ZHOO�SURYRNH�FKDUJHV�WKDW�LWV�HPHUJHQFH�ZRXOG�DFFHQWXDWH�WKH�

GLYLVLRQV�LQ�D�ZRUOG�DOUHDG\�WKUHDWHQHG�E\�IUDJPHQWDWLRQ��7KH�DQVZHU�WR�VXFK�REMHFWLRQV�LV�WZRIROG��)LUVW��
GLYLVLRQ�DOUHDG\�H[LVWV��DQG�RXU�SUHVHQW�SUREOHP�LV�KRZ�EHVW�WR�GHDO�ZLWK�LW��$V�ORQJ�DV�WKH�DGYDQFHG�ZRUOG�LV�
LWVHOI�GLYLGHG�DQG�LQ�FRQIOLFW��LW�ZLOO�EH�XQDEOH�WR�IRUPXODWH�FRKHUHQW�JRDOV��7KH�OHVV�GHYHORSHG�FRXQWULHV�PD\�
HYHQ�EH�EHQHILWLQJ�IURP�WKH�LQWHUQDO�ULYDOULHV�LQ�WKH�GHYHORSHG�ZRUOG��ZKLFK�LQFLWH�LW�WR�FRPSHWH�LQ�H[WHQGLQJ�DLG��
EXW�VLQFH�VXFK�DLG�WHQGV�WR�EH�IRFXVHG�RQ�VKRUW�WHUP�SROLWLFDO�DGYDQWDJHV�WR�WKH�GRQRU��LW�LV�VXEMHFW�WR�SROLWLFDO�
IOXFWXDWLRQV�DQG�PD\�GHFOLQH�DV�WKH�ULYDOU\�GHFOLQHV�LQ�LQWHQVLW\��

6HFRQG��WKH�HPHUJHQFH�RI�D�PRUH�FRRSHUDWLYH�VWUXFWXUH�DPRQJ�WKH�PRUH�GHYHORSHG�QDWLRQV�LV�OLNHO\�WR�
LQFUHDVH�WKH�SRVVLELOLW\�RI�D�ORQJ�UDQJH�VWUDWHJ\�IRU�LQWHUQDWLRQDO�GHYHORSPHQW�EDVHG�RQ�WKH�HPHUJLQJ�JOREDO�
FRQVFLRXVQHVV�UDWKHU�WKDQ�RQ�ROG�ULYDOULHV��

,W�FRXOG�KHQFH�GLPLQLVK�WKH�GHVLUH�IRU�LPPHGLDWH�SROLWLFDO�SD\RIIV�DQG�WKXV�SDYH�WKH�ZD\�IRU�PRUH�
LQWHUQDWLRQDOL]HG��PXWLODWHUDO�IRUHLJQ�DLG��:KLOH�WKH�YH[LQJ�SUREOHPV�RI�WDULIIV�DQG�WUDGH�ZLWK�WKH�7KLUG�:RUOG�
DUH�QRW�OLNHO\�WR�GLVDSSHDU��WKH\�PLJKW�EHFRPH�PRUH�PDQDJHDEOH�LQ�D�VHWWLQJ�WKDW�UHGXFHV�ERWK�WKH�LPSHGLPHQWV�
WR�WUXO\�LQWHUQDWLRQDO�SURGXFWLRQ�DQG��FRQVHTXHQWO\��D�JLYHQ�FRXQWU\
V�VWDNH�LQ�WKLV�RU�WKDW�SURWHFWLYH�DUUDQJHPHQW��
7KH�XQGHUO\LQJ�PRWLYDWLRQ�IRU�VXFK�D�FRPPXQLW\�LV��KRZHYHU��H[WUHPHO\�LPSRUWDQW��,I�WKLV�FRPPXQLW\�GRHV�QRW�
VSULQJ�IURP�IHDU�DQG�KDWUHG�EXW�IURP�D�ZLGHU�UHFRJQLWLRQ�WKDW�ZRUOG�DIIDLUV�ZLOO�KDYH WR�EH�FRQGXFWHG�RQ�D�
GLIIHUHQW�EDVLV��LW�ZRXOG�QRW�LQWHQVLI\�ZRUOG�GLYLVLRQV²DV�KDYH�DOOLDQFHV�LQ�WKH�SDVW²EXW�ZRXOG�EH�D�VWHS�WRZDUG�
JUHDWHU�XQLW\��

,WV�DSSHDUDQFH�ZRXOG�WKHUHIRUH�DVVLVW�DQG�SHUKDSV�HYHQ�DFFHOHUDWH�WKH�IXUWKHU�GHYHORSPHQW�RI�SUHVHQW�
ZRUOG�ERGLHV²VXFK�DV�WKH�:RUOG�%DQN²ZKLFK�DUH�LQ�DQ\�FDVH GH�IDFWR LQVWLWXWLRQV�RI�WKH�GHYHORSHG�ZRUOG�
JHDUHG�WR�DVVLVWLQJ�WKH�7KLUG�:RUOG��$�JUHDWHU�VHQVH�RI�FRPPXQLW\�ZLWKLQ�WKH�GHYHORSHG�ZRUOG�ZRXOG�KHOS�WR�
VWUHQJWKHQ�WKHVH�LQVWLWXWLRQV�E\�EDFNLQJ�WKHP�ZLWK�WKH�VXSSRUW�RI�SXEOLF�RSLQLRQ��LW�PLJKW�DOVR�HYHQWXDOO\�OHDG�WR�
WKH�SRVVLELOLW\�RI�VRPHWKLQJ�DORQJ�WKH�OLQHV�RI�D�JOREDO�WD[DWLRQ�V\VWHP����

0RUH�VSHFLILFDOO\��$PHULFD�ZRXOG�JDLQ�VHYHUDO�DGYDQWDJHV�IURP�LWV�LGHQWLILFDWLRQ�ZLWK�D�ODUJHU�JRDO��
6XFK�D�JRDO�ZRXOG�WHQG�WR�UHGXFH�WKH�LQFUHDVLQJ�GDQJHU�RI�$PHULFDQ�LVRODWLRQ�LQ�WKH�ZRUOG��WKLV�LVRODWLRQ�LV�
XQDYRLGDEO\�EHLQJ�LQWHQVLILHG����E\�WKH�SUREOHPV�DVVRFLDWHG�ZLWK�$PHULFD
V�GRPHVWLF�OHDS�LQWR�WKH�IXWXUH��0RUH��
RYHU��WKH�8QLWHG�6WDWHV�FDQQRW�VKDSH�WKH�ZRUOG�VLQJOH�KDQGHG��HYHQ�WKRXJK�LW�PD\�EH�WKH�RQO\�IRUFH�FDSDEOH�RI�
VWLPXODWLQJ�FRPPRQ�HIIRUWV�WR�GR�VR��%\�HQFRXUDJLQJ�DQG�EHFRPLQJ�DVVRFLDWHG�ZLWK�RWKHU�PDMRU�SRZHUV�LQ�D�
MRLQW�UHVSRQVH�WR�WKH�SUREOHPV�FRQIURQWLQJ�PDQ
V�ILIH�RQ�WKLV�SODQHW��DQG�E\�MRLQWO\�DWWHPSWLQJ�WR�PDNH�GHOLEHUDWH�
XVH�RI�WKH�SRWHQWLDO�RIIHUHG�E\�VFLHQFH�DQG�WHFKQRORJ\��WKH�8QLWHG�6WDWHV�ZRXOG�PRUH�HIIHFWLYHO\�DFKLHYH�LWV�RIWHQ�

�7KLV�LV�QRW�RQO\�D�PDWWHU�RI�WHFKQRORJLFDO�DQG�PXOWLODWHUDO�GHWHUPLQLVP��DV�VXJJHVWHG�E\�3LHUUH�+DVVQHU�LQ�KLV��,PSOLFDWLRQV�RI�&KDQJH�LQ�
(DVWHUQ�(XURSH�IRU�WKH�$WODQWLF�$OOLDQFH���2UELV��6SULQJ�������S��������EXW�DOVR�D�GHOLEHUDWH��WKRXJK�YHU\�ORQJ�UDQJH��VWUDWHJ\��
�� ,Q�P\�YLHZ��VXFK�D�FRPPXQLW\�ZRXOG�DOVR�SURYLGH D�EDVH�IRU�LPSOHPHQWLQJ�PRUH�IDU�UHDFKLQJ�DQG�YLVLRQDU\�SURSRVDOV�IRU�JOREDO�
FRRSHUDWLRQ��IRU�H[DPSOH��WKRVH�FRQWDLQHG�LQ�WKH�VWLPXODWLQJ��%XOOHWLQ�RI�3HDFH�3URSRVDOV��SUHSDUHG�E\�WKH�,QWHUQDWLRQDO�3HDFH�5HVHDUFK�
,QVWLWXWH��2VOR��LQ�WKH�DXWXPQ�RI������
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SURFODLPHG�JRDO��
7KH�TXHVW�IRU�WKDW�JRDO�FDQQRW��KRZHYHU��EH�JHRJUDSKLFDOO\�FRQILQHG�WR�WKH�$WODQWLF�ZRUOG��QRU�VKRXOG�

LWV�PRWLYDWLRQ�EH�HYHQ�LPSOLFLWO\�GHULYHG�IURP�VHFXULW\�IHDUV�VWLPXODWHG�E\�D�PDMRU�RXWVLGH�SRZHU��2QH�UHDVRQ�IRU�
WKH�GHFOLQLQJ�SRSXODU�DSSHDO�RI�WKH�$WODQWLF�FRQFHSW�LV�WKH�ODWWHU
V�DVVRFLDWLRQ�ZLWK�WKH�FRQGLWLRQV�RI�SRVW�:RUOG�
:DU�,,�(XURSH�DQG�ZLWK�WKH�IHDU�RI�6RYLHW�DJJUHVVLRQ��:KLOH�VXFK�D�FRQFHSW�ZDV�D�EROG�LGHD�DW�WKH�WLPH��LW�LV�QRZ�
KLVWRULFDOO\�DQG�JHRJUDSKLFDOO\�OLPLWHG��$�EURDGHU��PRUH�DPELWLRXV��DQG�PRUH�UHOHYDQW�DSSURDFK�LV�FDOOHG�IRU�E\�
WKH�UHFRJQLWLRQ�WKDW�WKH�SUREOHPV�RI�WKH�����V�ZLOO�EH�OHVV�RYHUWO\�LGHRORJLFDO��PRUH�GLIIXVH²WKH\�ZLOO�PRUH�
ZLGHO\�UHIOHFW�WKH�PDODLVH�RI�D�ZRUOG�WKDW�LV�VWLOO�XQVWUXFWXUHG�SROLWLFDOO\�DQG�KLJKO\�LQHJDOLWDULDQ�HFRQRPLFDOO\��

6XFK�DQ�DSSURDFK�ZRXOG�DOVR�WHQG�WR�HQG�WKH�GHEDWH�RYHU�$PHULFDQ�JOREDOLVP��7KH IDFW�LV�WKDW�PXFK�RI�
WKH�LQLWLDWLYH�DQG�LPSHWXV�IRU�DQ�XQGHUWDNLQJ�RQ�VR�JUDQG�D�VFDOH�ZLOO�KDYH�WR�FRPH�IURP�WKH�8QLWHG�6WDWHV��*LYHQ�
WKH�ROG�GLYLVLRQV�LQ�WKH�DGYDQFHG�ZRUOG²DQG�WKH�ZHDNQHVVHV�DQG�SDURFKLDOLVP�RI�WKH�GHYHORSLQJ�QDWLRQV²WKH�
DEVHQFH�RI�FRQVWUXFWLYH�$PHULFDQ�LQLWLDWLYH�ZRXOG�DW�WKH�YHU\�OHDVW�SHUSHWXDWH�WKH�SUHVHQW�GULIW�LQ�ZRUOG�DIIDLUV��
7KDW�GULIW�FDQQRW�EH�KDOWHG�LI�WKH�8QLWHG�6WDWHV�IROORZV�WKH�SDWK�ZKLFK�LW�LV�QRZ�IDVKLRQDEOH�WR�DGYRFDWH²�
GLVHQJDJHPHQW��(YHQ�LI��GHVSLWH�WKH�ZHLJKW�DQG�PRPHQWXP�RI�LWV�SRZHU��$PHULFD�FRXOG�GLVHQJDJH�LWVHOI��WKHUH�LV�
VRPHWKLQJ�TXDLQWO\�ROG�IDVKLRQHG�LQ�WKH�HORTXHQW�GHQXQFLDWLRQ�RI�8QLWHG�6WDWHV�JOREDO�LQYROYHPHQW��HVSHFLDOO\�
ZKHQ�LW�FRPHV�IURP�(XURSHDQV��ZKR�KDYH�VKRZQ�D�OHVV�WKDQ�DGPLUDEOH�DELOLW\�WR�PDLQWDLQ�ZRUOG�SHDFH��
0RUHRYHU��HYHQ�WKH�PRVW�EULOOLDQW�LQGLFWPHQW�RI�8QLWHG�6WDWHV�SROLF\�FDQQRW�HUDVH�WKH�IDFW�WKDW��GHVSLWH�LWV�
DOOHJHGO\�ORQJ�UHFRUG�RI�HUURUV�DQG�PLVFRQFHSWLRQV��WKH�8QLWHG�6WDWHV�KDV�VRPHKRZ�EHFRPH�WKH�RQO\�SRZHU�WKDW�
KDV�EHJXQ�WR�WKLQN LQ�JOREDO�WHUPV�DQG�DFWLYHO\�VHHN�FRQVWUXFWLYH�ZRUOG�ZLGH�DUUDQJHPHQWV��,Q�WKLV�FRQQHFWLRQ��LW�
LV�UHYHDOLQJ�WR�QRWH�WKDW�LQLWLDWLYHV�VXFK�DV�WKH�7HVW�%DQ�7UHDW\�RU�WKH�1RQ�3UROLIHUDWLRQ�7UHDW\�ZHUH�RSSRVHG�E\�
JRYHUQPHQWV�KDELWXDOO\�SUDLVHG�E\�VRPH�FULWLFV�RI�8QLWHG�6WDWHV�JOREDO�LQYROYHPHQW��7KLV�FRXQWU\
V�FRPPLWPHQW�
WR�LQWHUQDWLRQDO�DIIDLUV�RQ�D�JOREDO�VFDOH�KDV�EHHQ�GHFLGHG�E\�KLVWRU\��,W�FDQQRW�EH�XQGRQH��DQG�WKH�RQO\�UHPDLQLQJ�
UHOHYDQW�TXHVWLRQ�LV�ZKDW�LWV�IRUP�DQG�JRDOV�ZLOO�EH��

7KH�GHEDWH�RQ�JOREDOLVP�GLG��KRZHYHU��SHUIRUP�RQH�XVHIXO�IXQFWLRQ��7KRXJK�PXFK�RI�WKH�FULWLFLVP�GLG�
QRW�SURYLGH�D�PHDQLQJIXO�SROLF\�SURJUDP���WKH�GHEDWH�SURPSWHG�JUHDWHU�UHFRJQLWLRQ�RI�WKH�QHHG�WR�UHGHILQH�
$PHULFD
V�ZRUOG�UROH�LQ�WKH�OLJKW�RI�QHZ�KLVWRULFDO�FLUFXPVWDQFHV��7KUXVW�LQWR�WKH�ZRUOG�E\�LWV�RZQ�JURZWK�DQG�E\�
WKH�FDWDFO\VPV�RI�WZR�ZRUOG�ZDUV��$PHULFD�ILUVW�DFWLYHO\�SURPRWHG�DQG�WKHQ�JXDUDQWHHG�WKH�:HVW
V�HFRQRPLF�
UHFRYHU\�DQG PLOLWDU\�VHFXULW\��7KLV�SRVWXUH²RI�QHFHVVLW\�KHDYLO\�PDUNHG�E\�PLOLWDU\�SUHRFFXSDWLRQV²KDV�
LQFUHDVLQJO\�VKLIWHG�WRZDUG�D�JUHDWHU�LQYROYHPHQW�ZLWK�WKH�OHVV�SROLWLFDO�DQG�PRUH�EDVLF�SUREOHPV�WKDW�PDQNLQG�
ZLOO�IDFH�LQ�WKH�UHPDLQLQJ�WKLUG�RI�WKH�FHQWXU\��

-RKQ�.HQQHG\�FDXJKW�WKH�HVVHQFH�RI�$PHULFD
V�QRYHO�SRVLWLRQ�LQ�WKH�ZRUOG�ZKHQ�KH�VDZ�KLPVHOI�DV��WKH�
ILUVW�$PHULFDQ�3UHVLGHQW�IRU�ZKRP�WKH�ZKROH�ZRUOG�ZDV��LQ�D�VHQVH��GRPHVWLF�SROLWLFV������,QGHHG��.HQQHG\�ZDV�
WKH�ILUVW��JOREDOLVW��SUHVLGHQW�RI�WKH�8QLWHG�6WDWHV��5RRVHYHOW��IRU�DOO�KLV�LQWHUQDWLRQDOLVP��HVVHQWLDOO\�EHOLHYHG�LQ�
DQ������OLNH�JOREDO�DUUDQJHPHQW�LQ�ZKLFK�WKH��%LJ�)RXU��ZRXOG�KDYH�VSHFLILF�VSKHUHV�RI�LQIOXHQFH��7UXPDQ�
SULPDULO\�UHVSRQGHG�WR�D�VSHFLILF�FRPPXQLVW�FKDOOHQJH��DQG�KLV�SROLFLHV�LQGLFDWHG�D�FOHDU�UHJLRQDO�SULRULW\��
(LVHQKRZHU�FRQWLQXHG�RQ�WKH�VDPH�FRXUVH��RFFDVLRQDOO\�DSSO\LQJ�(XURSHDQ�SUHFHGHQWV�WR�RWKHU�UHJLRQV��7KHVH�
VKLIWV�ZHUH�V\PSWRPDWLF�RI�WKH�FKDQJLQJ�8QLWHG�6WDWHV�UROH��:LWK�.HQQHG\�FDPH�D�VHQVH�WKDW�HYHU\�FRQWLQHQW�
DQG�HYHU\�SHRSOH�KDG�WKH�ULJKW�WR�H[SHFW�OHDGHUVKLS�DQG�LQVSLUDWLRQ�IURP�$PHULFD��DQG�WKDW�$PHULFD�RZHG�DQ�
DOPRVW�HTXDO�LQYROYHPHQW�WR�HYHU\�FRQWLQHQW�DQG�HYHU\�SHRSOH��.HQQHG\
V�HYRFDWLYH�VW\OH�ZKLFK�LQ�VRPH�ZD\V�
DSSHDOHG�PRUH�WR�HPRWLRQ�WKDQ�WR�LQWHOOHFW��VWUHVVHG�WKH�XQLYHUVDO�KXPDQLVP�RI�WKH�$PHULFDQ�PLVVLRQ��ZKLOH�KLV�
URPDQWLF�IDVFLQDWLRQ�ZLWK�WKH�FRQTXHVW�RI�VSDFH�UHIOHFWHG�KLV�FRQYLFWLRQ�WKDW�$PHULFD
V�VFLHQWLILF�OHDGHUVKLS�ZDV�
QHFHVVDU\�WR�LWV�HIIHFWLYH�ZRUOG�UROH��

*OREDO�LQYROYHPHQW�LV��KRZHYHU��TXDOLWDWLYHO\�GLIIHUHQW�IURP�ZKDW�KDV�WR�GDWH�EHHQ�NQRZQ�DV�IRUHLJQ�
SROLF\��,W�LV�LQLPLFDO�WR�FOHDU�FXW�IRUPXODV�DQG�WUDGLWLRQDO�SUHIHUHQFHV��%XW�WKLV�LQWHOOHFWXDO�FRPSOH[LW\�GRHV�QRW�
QHJDWH�WKH�IDFW�WKDW�IRU�EHWWHU�RU�IRU�ZRUVH�WKH�8QLWHG�6WDWHV�LV�VDGGOHG�ZLWK�PDMRU�HVSRQVLELOLW\�IRU�VKDSLQJ�WKH�
IUDPHZRUN�IRU�FKDQJH��7KLV�SRLQW�RI�YLHZ�LV�VXEMHFW�WR�HDV\�PLVUHSUHVHQWDWLRQ�DQG�LV�KLJKO\�XQSRSXODU�LQ�VRPH�
FLUFOHV��:RUOG�FRQGLWLRQV�GR�QRW�FDOO�IRU�D�3D[�$PHULFDQD��QRU�LV�WKLV�WKH�DJH�RI�$PHULFDQ�RPQLSRWHQFH��
1HYHUWKHOHVV��LW�LV�D�IDFW�WKDW�XQOHVV�WKH�8QLWHG�6WDWHV��WKH�ILUVW�JOREDO�VRFLHW\��XVHV�LWV�SUHSRQGHUDQW�LQIOXHQFH�WR�
JLYH�SRVLWLYH�GLUHFWLRQ�DQG�H[SUHVVLRQ�WR�WKH�DFFHOHUDWLQJ�SDFH�RI�FKDQJH��WKDW�FKDQJH�QRW�RQO\�PLJKW�EHFRPH�
FKDRV²ZKHQ�OLQNHG�WR�ROG�FRQIOLFWV�DQG�DQWLSDWKLHV²EXW�FRXOG�HYHQWXDOO\�WKUHDWHQ�WKH�HIIRUW�WR�LPSURYH�WKH�

�(YHQ�D�FULWLF�ZKR�LGHQWLILHV�KLPVHOI�DV�V\PSDWKHWLF�WR�WKH��LVRODWLRQLVW�RU�QHR�LVRODWLRQLVW��VFKRRO�FRQFOXGHV�WKDW�WKH�DOWHUQDWLYHV�RIIHUHG�E\�
WKH�PRUH�WUDGLWLRQDO�VWXGHQWV�RI�LQWHUQDWLRQDO�SROLWLFV��VXFK�DV�/LSSPDQQ�RU�0RUJHQ�WKDX��KDYH�UHODWLYHO\�OLWWOH�RI�D�FRQVWUXFWLYH�QDWXUH�WR�RIIHU�
�&KDUOHV�*DWL���$QRWKHU�*UDQG�'HEDWH"�7KH�/LPLWDWLRQLVW�&ULWLTXH�RI�$PHULFDQ�)RUHLJQ�3ROLF\���:RUOG�3ROLWLFV� 2FWREHU�������HVSHFLDOO\�SS��
���²�����0RUHRYHU��WKH�SURSHQVLW\�RI�HYHQ�VRPH�SHUFHSWLYH�ZULWHUV�WR�FRQFHQWUDWH DOPRVW�HQWLUHO\�RQ�WKH�VKRUWFRPLQJV�RI�$PHULFDQ�IRUHLJQ��
SROLF\�SHUIRUPDQFH�PDNHV�LW�GLIILFXOW�IRU�WKHP�WR�DFFRXQW�IRU�LWV�UHODWLYHO\�UHVSHFWDEOH�SHUIRUPDQFH�GXULQJ�WKH�ODVW�WZHQW\�\HDUV�DV�FRPSDUHG�
ZLWK��IRU�H[DPSOH��WKDW�RI�WKH�(XURSHDQ�SRZHUV��7KXV��6WDQOH\�+RIIPDQQ
V�PDVVLYH������SDJHV��DQG�LQ�SODFHV�VWLPXODWLQJ�ERRN� *XOOLYHU
V�
7URXEOHV �1HZ�<RUN���������IRFXVHV�DOPRVW�HQWLUHO\�RQ�WKH�LPSDWLHQFH��ZURQJKHDGHGQHVV��PLVXQGHUVWDQGLQJ��VHOI�ULJKWHRXVQHVV��JXOOLELOLW\��
FRQGHVFHQVLRQ��LQIOH[LELOLW\��DQG�SDUDQRLG�VW\OH�RI�$PHULFDQ�IRUHLJQ�SROLF\��7KLV�OHDGV�KLP��RQ�D�PRUH�SRSXODU�OHYHO��WR�VD\�LQ�D�PDJD]LQH�
DUWLFOH���3ROLF\�IRU�WKH�6HYHQWLHV���/LIH��0DUFK�����������WKDW��$PHULFDQV�������KDYH�EHHQ�SUHSDUHG�E\�KLVWRU\�DQG�LQVWLQFW�IRU�D�ZRUOG�LQ�EODFN�
DQG�ZKLWH��LQ�ZKLFK�WKHUH�LV�HLWKHU�KDUPRQ\�RU�DQ�DOO�RXW�FRQWHVW���+H�GRHV�QRW�H[SODLQ�ZK\��LQ�WKDW�FDVH��WKH�8QLWHG�6WDWHV�DQG�WKH�6RYLHW�
8QLRQ�ZHUH�VXFFHVVIXO�LQ�PDLQWDLQLQJ�SHDFH��ZKHUHDV�LQ�WKH�SDVW�WKH�(XURSHDQ�SRZHUV�KDG�IDLOHG�WR�GR�VR��
$W�WKH�VDPH�WLPH��WUDGLWLRQDOLVWV�ZKR�HPSKDVL]H�WKH�FRQWLQXHG�YLWDOLW\�RI�QDWLRQDOLVP�DUH�LQKHUHQWO\�LQFOLQHG�WR�SRVWXODWH�SROLFLHV�WKDW�DUH�QR�
ORQJHU�LQ�WXQH�ZLWK�WKH�WLPHV��7KXV��RQ�WKH�YHU\�HYH�RI�'H�*DXOOH
V�UHSXGLDWLRQ�E\�WKH�)UHQFK�SHRSOH��+RIIPDQQ�FRXOG�VSHDN�RI�D�
�IXQGDPHQWDO�UDSSURFKHPHQW��ZLWK�'H�*DXOOH���$PHULFD�DQG�)UDQFH���7KH�1HZ�5HSXEOLF��$SULO�����������S������
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QDWXUH�DQG�WKH�FKDUDFWHU�RI�$PHULFDQ�GRPHVWLF�OLIH��
7R�VXP�XS��7KRXJK�WKH�REMHFWLYH�RI�VKDSLQJ�D�FRPPXQLW\�RI�WKH�GHYHORSHG�QDWLRQV�LV�OHVV�DPELWLRXV�

WKDQ�WKH�JRDO�RI�ZRUOG�JRYHUQPHQW��LW�LV�PRUH�DWWDLQDEOH��,W�LV�PRUH�DPELWLRXV�WKDQ�WKH�FRQFHSW�RI�DQ�$WODQWLF�
FRPPXQLW\�EXW�KLVWRULFDOO\�PRUH�UHOHYDQW�WR�WKH�QHZ�VSDWLDO�UHYROXWLRQ��7KRXJK�FRJQL]DQW�RI�SUHVHQW�GLYLVLRQV�
EHWZHHQ�FRPPXQLVW�DQG�QRQ�FRPPXQLVW�QDWLRQV��LW�DWWHPSWV�WR�FUHDWH�D�QHZ�IUDPHZRUN�IRU�LQWHUQDWLRQDO�DIIDLUV�
QRW�E\�H[SORLWLQJ�WKHVH�GLYLVLRQV�EXW�UDWKHU�E\�VWULYLQJ�WR�SUHVHUYH�DQG�FUHDWH�RSHQLQJV�IRU�HYHQWXDO�
UHFRQFLOLDWLRQ��)LQDOO\��LW�UHFRJQL]HV�WKDW�WKH�ZRUOG
V�GHYHORSHG�QDWLRQV�KDYH�D�FHUWDLQ�DIILQLW\��DQG�WKDW�RQO\�E\�
QXUWXULQJ�D�JUHDWHU�VHQVH�RI�FRPPXQDOLW\�DPRQJ�WKHP�FDQ�DQ�HIIHFWLYH�UHVSRQVH�WR�WKH�LQFUHDVLQJ�WKUHDW�RI�JOREDO�
IUDJPHQWDWLRQ²ZKLFK�LWVHOI�LQWHQVLILHV�WKH�JURZLQJ�ZRUOG�ZLGH�LPSDWLHQFH�ZLWK�KXPDQ�LQHTXDOLW\²EH�
PRXQWHG��

7KHUH�LV�WKXV�D�FORVH�FRQMXQFWLRQ�EHWZHHQ�WKH�KLVWRULF�PHDQLQJ�RI�$PHULFD
V�LQWHUQDO�WUDQVLWLRQ�DQG�
$PHULFD
V�UROH�LQ�WKH�ZRUOG��(DUOLHU�LQ�WKLV�ERRN��GRPHVWLF�SULRULWLHV�ZHUH�UHGXFHG�WR�WKUHH�ODUJH�DUHDV��WKH�QHHG�
IRU�DQ�LQVWLWXWLRQDO�UHDOLJQPHQW�RI�$PHULFDQ�GHPRFUDF\�WR�HQKDQFH�VRFLDO�UHVSRQVLYHQHVV�DQG�EOXU�WUDGLWLRQDO�
GLVWLQFWLRQV�EHWZHHQ�JRYHUQPHQWDO�DQG�QRQJRYHUQPHQWDO�VRFLDO�SURFHVVHV��WKH�QHHG�IRU�DQWLFLSDWRU\�LQVWLWXWLRQV�
WR�FRSH�ZLWK�WKH�XQLQWHQGHG�FRQVHTXHQFHV�RI�WHFKQRORJLFDO�VFLHQWLILF�FKDQJH��WKH�QHHG�IRU�HGXFDWLRQDO�UHIRUPV�WR�
PLWLJDWH�WKH�HIIHFWV�RI�JHQHUDWLRQDO�DQG�UDFLDO�FRQIOLFWV�DQG�SURPRWH�UDWLRQDO�KXPDQLVW�YDOXHV�LQ�WKH�HPHUJLQJ�
QHZ�VRFLHW\��

7KH�LQWHUQDWLRQDO�HTXLYDOHQWV�RI�RXU�GRPHVWLF�QHHGV�DUH�VLPLODU��WKH�JUDGXDO�VKDSLQJ�RI�D�FRPPXQLW\�RI�
WKH�GHYHORSHG�QDWLRQV�ZRXOG�EH�D�UHDOLVWLF�H[SUHVVLRQ�RI�RXU�HPHUJLQJ�JOREDO�FRQVFLRXVQHVV��FRQFHQWUDWLRQ�RQ�
GLVVHPLQDWLQJ�VFLHQWLILF�DQG�WHFKQRORJLFDO�NQRZOHGJH�ZRXOG�UHIOHFW�D�PRUH�IXQFWLRQDO�DSSURDFK�WR�PDQ
V�
SUREOHPV��HPSKDVL]LQJ�HFRORJ\�UDWKHU�WKDQ�LGHRORJ\��ERWK�WKH�IRUHJRLQJ�ZRXOG�KHOS�WR�HQFRXUDJH�WKH�VSUHDG�RI�D�
PRUH�SHUVRQDOL]HG�UDWLRQDO�KXPDQLVW�ZRUOG�RXWORRN�WKDW�ZRXOG�JUDGXDOO\�UHSODFH�WKH�LQVWLWXWLRQDOL]HG�UHOLJLRXV��
LGHRORJLFDO��DQG�LQWHQVHO\�QDWLRQDO�SHUVSHFWLYHV�WKDW�KDYH�GRPLQDWHG�PRGHUQ�KLVWRU\��

%XW�ZKDWHYHU�WKH�IXWXUH�PD\�DFWXDOO\�KROG�IRU�$PHULFD�DQG�IRU�WKH�ZRUOG��WKH�WHFKQHWURQLF�DJH²E\�
PDNLQJ�VR�PXFK�PRUH�WHFKQRORJLFDOO\�IHDVLEOH�DQG�HOHFWURQLFDOO\�DFFHVVLEOH²PDNH�GHOLEHUDWH�FKRLFH�DERXW�
PRUH�LVVXHV�PRUH�LPSHUDWLYH��5HDVRQ��EHOLHI��DQG�YDOXHV�ZLOO�LQWHUDFW�LQWHQVHO\��SXWWLQJ�D�JUHDWHU�SUHPLXP�WKDQ�
HYHU�EHIRUH�RQ�WKH�H[SOLFLW�GHILQLWLRQ�RI�VRFLDO�SXUSRVHV��7R�ZKDW�HQGV�VKRXOG�RXU�SRZHU�EH�GLUHFWHG��KRZ�VKRXOG�
RXU�VRFLDO�GLDORJXH�EH�SURPRWHG��LQ�ZKDW�ZD\�VKRXOG�WKH�QHHGHG�DFWLRQ�EH�WDNHQ²WKHVH�DUH�ERWK�SKLORVRSKLFDO�
DQG�SROLWLFDO�LVVXHV��,Q�WKH�WHFKQHWURQLF�HUD��SKLORVRSK\�DQG�SROLWLFV�ZLOO�EH�FUXFLDO�
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5HIHUHQFH�1RWHV�
,��7KH�*OREDO�,PSDFW�RI�WKH�7HFKQHWURQLF�5HYROXWLRQ�
�����3DUW�RI�WKLV�VHFWLRQ�LV�DGDSWHG��LQ�D�UHYLVHG�IRUP��IURP�P\��$PHULFD�LQ�WKH�7HFKQHWURQLF�$JH�� (QFRXQWHU� -DQXDU\�������
,Q�WKLV�FRQQHFWLRQ��,�ZLVK�WR�DFNQRZOHGJH�WKH�SLRQHHULQJ�ZRUN�GRQH�RQ�WKLV�JHQHUDO�VXEMHFW�DW�&ROXPELD�8QLYHUVLW\�E\�'DQLHO�
%HOO�DQG�DW�0LFKLJDQ�8QLYHUVLW\�E\�'RQDOG�0LFKDHO��
�����1RUEHUW�:LHQHU� 7KH�+XPDQ�8VH�RI�+XPDQ�%HLQJV� 1HZ�<RUN��
������33����������
�����7HVWLPRQ\�E\�'U��'��.UHFK� *RYHUQPHQW�5HVHDUFK�6XEFRPPLWWHH�RI�WKH�6HQDWH�*RYHUQPHQW�2SHUDWLRQV�&RPPLWWHH� DV�
UHSRUWHG�E\ 7KH�1HZ�<RUN�7LPHV� $SULO����������S������VHH�DOVR�*RUGRQ�5��7D\ORU��7KH�%LRORJLFDO�7LPH�%RPE��1HZ�<RUN��
������
��� 7KH�1HZ�<RUN�7LPHV� -DQXDU\�����������
�����'RQDOG�1��0LFKDHO���6RPH�6SHFXODWLRQV�RQ�WKH�6RFLDO�,PSDFW�RI�7HFKQRORJ\���PLPHRJUDSKHG�WH[W�RI�DGGUHVV�WR�WKH�
&ROXPELD�6HPLQDU�RQ�7HFKQRORJ\�DQG�6RFLDO�&KDQJH��������S������
�����0LFKDHO��SS�������
�����6LU�-XOLDQ�+X[OH\���7KH�&ULVLV�LQ�0DQ
V�'HVWLQ\�� 3OD\ER\� -DQXDU\�������S�����
�����6HH�1HDO�-��'HDQ���7KH�&RPSXWHU�&RPHV�RI�$JH�� +DUYDUG�%XVLQHVV�5HYLHZ��-DQXDU\�)HEUXDU\�������SS���������2Q�WKH�
FRPSXWHU�LQLWLDWHG��SURIRXQG�UHYROXWLRQ�LQ�RXU�SDWWHUQV�RI�WKRXJKW�DQG�FRPPXQLFDWLRQ���VHH�$QWKRQ\�*��2HWWLQJHU��
�(GXFDWLRQDO�7HFKQRORJ\���LQ 7RZDUG�WKH�<HDU������� )RUHLJQ�3ROLF\�$VVRFLDWLRQ��1HZ�<RUN��������
��� 7KH�8QLWHG�6WDWHV�DQG�WKH�:RUOG�LQ�WKH������(UD� 6\UDFXVH��1�<���������SS���������
������6HH�-RKQ�3��5RELQVRQ�DQG�-DPHV�:��6ZLQHKDUW���:RUOG�$IIDLUV�DQG�WKH�79�$XGLHQFH�� 7HOHYLVLRQ�4XDUWHUO\��6SULQJ�
������
������&\ULO�(��%ODFN���6RYLHW�6RFLHW\��$�&RPSDUDWLYH�9LHZ���LQ 3URVSHFWV�IRU�6RYLHW�6RFLHW\� $OOHQ�.DVVRI��HG���1HZ�<RUN��
������S������$��%��7URZEULGJH���7KH�$WODQWLF�&RPPXQLW\�/RRNV�WR WKH�)XWXUH�� 'HSDUWPHQW�RI�6WDWH�%XOOHWLQ� -XO\�����������
S������
�������7KH�7HFKQRORJLFDO�*DS�LQ�5XVVLD�� 7KH�(FRQRPLVW��)HEUXDU\����������
�����-RKQ�'LHEROG���,V�WKH�*DS�7HFKQRORJLFDO"� )RUHLJQ�$IIDLUV� -DQXDU\�������SS����������
������)RU�VRPH�H[DPSOHV�RI�WKH�SUHGRPLQDQFH�RI�$PHULFDQ�FRPPXQLFDWLRQV�DPRQJ�WKH�HQJLQHHULQJ�WHFKQLFDO�HOLWH�LQ�/DWLQ�
$PHULFD��VHH�3DXO�-��'HXWVFKPDQQ�HW�DO���&RPPXQLFDWLRQ�DQG�6RFLDO�&KDQJH�LQ�/DWLQ�$PHULFD��1HZ�<RUN��������HVSHFLDOO\�
SS����������
������6HH�/HRQDUG�+��0DUNV���$PHULFDQ�'LSORPDF\�DQG�D�&KDQJLQJ�7HFKQRORJ\�� 7HOHYLVLRQ�4XDUWHUO\� 6SULQJ�������SS�����
���
������%UXFH�0��5XVVHWW���,V�7KHUH�D�/RQJ�5XQ�7UHQG�WRZDUG�&RQFHQWUDWLRQ�LQ�WKH�,QWHUQDWLRQDO�6\VWHP"� -RXUQDO�RI�
&RPSDUDWLYH�3ROLWLFDO�6WXGLHV��$SULO�������)RU�VRPHZKDW�IRUFHG�DQDORJLHV�WR�SDVW�HPSLUHV��VHH�*HRUJH�/LVND� ,PSHULDO�
$PHULFD��%DOWLPRUH��������DQG�IRU�D�KLJKO\�FULWLFDO�DSSUDLVDO��VHH�&ODXGH�-XOLHQ� /
(PSLUH�DPHULFDLQ��3DULV��������HVSHFLDOO\�
FKDSV�����������DOVR�5RQDOG�6WHHO� 3D[�$PHULFDQD� 1HZ�<RUN������� )RU�D�FULWLFLVP�RI�WKH��LPSHULDO��DSSURDFK��VHH�6WDQOH\�
+RIIPDQQ��*XOOLYHU
V�7URXEOHV��1HZ�<RUN��������SS���������
���� 7KH�1HZ�<RUN�7LPHV� 1RYHPEHU�����������FLWHV�JRYHUQPHQW�VRXUFHV�DV�LQGLFDWLQJ�WKDW���������$PHULFDQ�FLYLOLDQV�DUH�
VHUYLQJ�DEURDG��IRU�FRPPLWPHQWV��VHH�86�&RPPLWPHQWV�WR�)RUHLJQ�3RZHUV��&RPPLWWHH�RQ�)RUHLJQ�5HODWLRQV��:DVKLQJWRQ��
'�&���������HVSHFLDOO\�SS���������IRU�GDWD�RQ�EDVHV��VHH 7KH�1HZ�<RUN�7LPHV� $SULO����������
������-XGG�3RON���7KH�1HZ�:RUOG�(FRQRP\�� &ROXPELD�-RXUQDO�RI�:RUOG�%XVLQHVV� -DQXDU\�)HEUXDU\�������S�����HVWLPDWHV�
WKDW�8QLWHG�6WDWHV�LQYHVWPHQW�DEURDG�DFFRXQWV�IRU�WRWDO�GHOLYHULHV�RI�VRPH������ELOOLRQ��
�����-RVHSK�.UDIW���7KH�6SUHDG�RI�3RZHU�� 7KH�1HZ�<RUN�7LPHV�%RRN�5HYLHZ��6HSWHPEHU�����������S������D�UHYLHZ�RI�
$PDXU\ GH�5LHQ�FRXUW
V�7KH�$PHULFDQ�(PSLUH� 1HZ�<RUN���������
������,Q�WKLV�FRQQHFWLRQ��FRPSDUH�+DUU\�0DJGRII
V�7KH�$JH�RI�,PSHULDOLVP� 1HZ�<RUN��������ZKLFK�VHHV�$PHULFD�VLPSO\�DV�D�
SROLWLFDOO\�PRWLYDWHG�LPSHULDO�SRZHU��ZLWK�WKH�5RFNHIHOOHU�)RXQGDWLRQ
V�3UHVLGHQW
V�)LYH�<HDU�5HYLHZ�DQG�$QQXDO�5HSRUW��
������ZKLFK�GHVFULEHV�WKH�)RXQGDWLRQ
V�IRUHLJQ�DFWLYLWLHV��7KH�)RUG�)RXQGDWLRQ�FRXOG�DOVR�EH�FLWHG��
������+HUPDQ�.DKQ�DQG�$QWKRQ\�-��:LHQHU� 7KH�<HDU�������1HZ�<RUN��������S�������
������6HH�.DKQ�DQG�:LHQHU��WDEOHV�SS���������DQG���������IRU�D�IXOOHU�GLVFXVVLRQ�RI�WKH�DVVXPSWLRQV�RQ�ZKLFK�WKHVH�
FDOFXODWLRQV�DUH�EDVHG��6HH�DOVR��KRZHYHU��(YHUHWW�(��+DJDQ���6RPH�)DFWV�DERXW�,QFRPH�/HYHOV�DQG�(FRQRPLF�*URZWK���
5HYLHZ�RI�(FRQRPLFV�DQG�6WDWLVWLFV��)HEUXDU\�������+DJDQ�SRLQWV�RXW�WKDW�FRPSDULVRQV�EHWZHHQ�GHYHORSHG�DQG�
XQGHUGHYHORSHG�FRXQWULHV�DUH�LQ�VRPH�UHVSHFWV�PLVOHDGLQJ�DQG�WHQG�WR�H[DJJHUDWH�WKH�GLVSDULWLHV��
������,/2�FRQIHUHQFH��6HSWHPEHU�������DV�UHSRUWHG�E\ 7KH�1HZ�<RUN�7LPHV� 6HSWHPEHU����������)RU�VRPH�HTXDOO\�VWDJJHULQJ�
SRSXODWLRQ�SURMHFWLRQV�IRU�/DWLQ�$PHULFD��VHH�/RXLV�2OLYRV���������$�1R�6SDFH�2G\VVH\�� $PHULFDV �2$6���$XJXVW�������
���� 7KH�8QLWHG�6WDWHV�DQG�WKH�:RUOG�LQ�WKH������(UD� SS���������
������/HVWHU�5��%URZQ���7KH�$JULFXOWXUDO�5HYROXWLRQ�LQ�$VLD�� )RUHLJQ�$IIDLUV� -XO\�������S�������DQG�%URZQ
V�DGGUHVV�EHIRUH�
.DQVDV�6WDWH�8QLYHUVLW\���$�1HZ�(UD�LQ�:RUOG�$JULFXOWXUH���'HFHPEHU����������)RU������GDWD��VKRZLQJ�IRRG�SURGXFWLRQ�
RXWVWULSSLQJ�SRSXODWLRQ�JURZWK�LQ�WKH�7KLUG�:RUOG��VHH &HUHV �)$2�5HYLHZ���6HSWHPEHU�2FWREHU�������SS���������)RU�D�
PRUH�SHVVLPLVWLF�DVVHVVPHQW��VHH�0\UGDO� 7KH�$VLDQ�'UDPD��1HZ�<RUN��������SS����������������
������6HH 8QLWHG�1DWLRQV�<HDUERRN�RI�1DWLRQDO�$FFRXQWV�6WDWLVWLFV� ������7DEOH��%��
������0\UGDO��SS�������������������II���������6HH�DOVR 8QLWHG�1DWLRQV�6WDWLVWLFDO�<HDUERRN��������IRU�GDWD�RQ�SK\VLFLDQV�SHU�
LQKDELWDQWV�LQ�WKH�HDUO\�����V��S��������RQ�QXPEHU�RI�RFFXSLHG�GZHOOLQJV��DYHUDJH�VL]H��GHQVLW\�RI�RFFXSDWLRQ��DQG�JHQHUDO�
KRXVLQJ�IDFLOLWLHV��7DEOH������S������II����DQG�RQ�FDORULHV�SHU�GD\��SURWHLQV��DQG�LQGXVWULDO�FRQVXPSWLRQ�RI�FRWWRQ��ZRRO��
UXEEHU��VWHHO��WLQ�DQG�IHUWLOL]HU�LQ�WKH�\HDUV������������FRYHULQJ�JHQHUDO�FRQVXPSWLRQ��SS������������
������)RU�D�GLVFXVVLRQ�RI�VRPH�SHUWLQHQW�H[DPSOHV� VHH 7ZHQW\�7KLUG�5HSRUW�E\�WKH�&RPPLWWHH�RQ�*RYHUQPHQW�2SHUDWLRQV��
+RXVH�RI�5HSUHVHQWDWLYHV��:DVKLQJWRQ��'�&���0DUFK�������KHUHLQDIWHU�FLWHG�DV�5HSRUW��������$OVR +HDULQJ�EHIRUH�D�
6XEFRPPLWWHH�RQ�*RYHUQPHQW�2SHUDWLRQV��+RXVH�RI�5HSUHVHQWDWLYHV��:DVKLQJWRQ��'�&���-DQXDU\�����������KHUHLQDIWHU�FLWHG�
DV�+HDULQJ��������



��������

������-RVHSK�/HO\YHOG���,QGLD
V�6WXGHQWV�'HPDQG²$�6DIH�-RE�LQ�WKH�(VWDEOLVKPHQW�� 7KH�1HZ�<RUN�7LPHV�0DJD]LQH�0D\�
����������SS����������IRU�DQ�HTXDOO\�GDPQLQJ�MXGJPHQW��VHH�DOVR�0\UGDO��SS�����������
�����0\UGDO��SS��������������
������5DXO�3UHELVFK���7KH�6\VWHP�DQG�WKH�6RFLDO�6WUXFWXUH�RI�/DWLQ�$PHULFD���LQ�/DWLQ�$PHULFDQ�5DGLFDOLVP��,UYLQJ�/RXLV�
+RURZLW]��-RVXH�GH�&DVWUR��DQG�-RKQ�*HUDVVL��HGV���1HZ�<RUN��������S������
���� 5HSRUW ��������SS� �����
���� +HDULQJ������ ��S������
���� 5HSRUW ��������S������
���� 5HSRUW ��������S�����TXRWLQJ�WKH�WHVWLPRQ\�RI�'U��&��9��.LGG��KHDG�RI�WKH�3K\VLFV�'HSDUWPHQW�RI�WKH�$PHULFDQ�8QLYHUVLW\�
LQ�%HLUXW��
������:LOOLDP�.RUQKDXVHU� 7KH�3ROLWLFV�RI�0DVV�6RFLHW\� *OHQFRH��������
������
������+��-DJXDULEH���)RUHLJQ�7HFKQLFDO�$VVLVWDQFH�DQG�1DWLRQDO�'HYHORSPHQW���SDSHU�VXEPLWWHG�DW�3ULQFHWRQ��������SS���������
DV�FLWHG�LQ +HDULQJ �����S������VHH�DOVR�,UYLQJ�/RXLV�+RURZLW]���3ROLWLFDO�/HJLWLPDF\�DQG�WKH�,QVWLWXWLRQDOL]DWLRQ�RI�&ULVHV�LQ�
/DWLQ�$PHULFD�� &RPSDUDWLYH�3ROLWLFDO�6WXGLHV� $SULO�������HVSHFLDOO\�SS���������
������6HH��IRU�H[DPSOH��:LOOLDP�+��*ULHU�DQG�3ULFH�0��&REEV��%ODFN�5DJH� 1HZ�<RUN��������
������0\UGDO��S�������VHH�DOVR�SS���������IRU�XUEDQ�JURZWK�GDWD�FRPSDUHG�ZLWK�QDWLRQDO�JURZWK��IRU�IXOOHU�GDWD�RQ�WKH�JURZWK�
RI�FLWLHV�LQ�
WKH�7KLUG�:RUOG��VHH�*��%UHHVH� 8UEDQL]DWLRQ�LQ�1HZO\�'HYHORSLQJ�&RXQWULHV��(QJOHZRRG�&OLIIV��1�-���������
������6DPXHO�3��+XQWLQJWRQ� 3ROLWLFDO�2UGHU�LQ�&KDQJLQJ�6RFLHWLHV� 1HZ�+DYHQ�DQG�/RQGRQ��������S�������FLWLQJ�DOVR�%HUW�)��
+RVHOLW]�DQG�0\URQ�:HLQHU���(FRQRPLF�'HYHORSPHQW�DQG�3ROLWLFDO�6WDELOLW\�LQ�,QGLD�� 'LVVHQW��9RO�����6SULQJ�������S�������
DQG�%HQMDPLQ�%��5LQJHU�DQG�'DYLG�/��6LOOV���3ROLWLFDO�([WUHPLVWV�LQ�,UDQ�� 3XEOLF�2SLQLRQ 4XDUWHUO\��9RO�����������������SS��
��������
������0\UGDO��S�������
������)RU�D�XVHIXO�DQG�SHUWLQHQW�GLVFXVVLRQ�RI�WKH�UHODWLRQVKLS�RI�YLROHQFH�DQG�HFRQRPLF�GHYHORSPHQW��VHH�%UXFH�0��5XVVHWW�HW�
DO�� :RUOG�+DQGERRN�RI�3ROLWLFDO�DQG�6RFLDO�,QGLFDWRUV� 1HZ�+DYHQ��������HVSHFLDOO\�SS�����²�����DQG�-RKQ�+��.DXWVN\��
&RPPXQLVP�DQG�WKH�3ROLWLFV�RI�'HYHORSPHQW��1HZ�<RUN��������HVSHFLDOO\�FKDS�������&RPPXQLVP�DQG�(FRQRPLF�
'HYHORSPHQW���FR�DXWKRUHG�ZLWK�5RJHU�:��%HQMDPLQ��)RU�D�VRPHZKDW�GLIIHUHQW�EUHDNGRZQ�RI�VRFLHWLHV��VHH�&\ULO�(��%ODFN��
7KH�'\QDPLFV�RI�0RGHUQL]DWLRQ� 1HZ�<RUN��������S�������)RU�D�PXFK�PRUH�RSWLPLVWLF�SURJQRVWLFDWLRQ��VHH�:DOW�5RVWRZ��
7KH�6WDJHV�RI�(FRQRPLF�*URZWK� &DPEULGJH��0DVV���������S�������
�����0\UGDO��S�������
������$��%DUEHU���7KH���WK�&HQWXU\�5HQDLVVDQFH���SULYDWH�SDSHU��,QVWLWXWH�RI�3ROLWLFV�DQG�3ODQQLQJ��:DVKLQJWRQ��'�&���������
SS��������
������,Q�)ULHGULFK�(QJHOV� +HUU�(XJHQ�'XKULQJ
V�5HYROXWLRQ�DQG�6FLHQFH��DV�FLWHG�E\�'��*��%UHQQDQ���:HDSRQU\���LQ 7RZDUG�
WKH�<HDU������ 1HZ�<RUN��������S�����
������6HH�%UHQQDQ� LELG�� S������7KLV�SRVVLELOLW\�LV�GHYHORSHG�IXUWKHU�E\�0��:��7KULQJ�LQ�KLV�HVVD\��5RERWV�RQ�WKH�0DUFK���LQ�
8QOHVV�3HDFH�&RPHV��1LJHO�&DOGHU��HG���/RQGRQ��������SS����������
������*RUGRQ�-��)��0DF'RQDOG���+RZ�WR�:UHFN�WKH�(QYLURQPHQW���LQ�8QOHVV�3HDFH�&RPHV� S�������
�����9LFWRU�&��)HUNLVV� 7HFKQRORJLFDO�0DQ��7KH�0\WK�DQG�WKH�5HDOLW\� 1HZ�<RUN��������S�������0LFKDHO�+DUULQJWRQ��
$PHULFDQ�3RZHU�LQ�WKH�7ZHQWLHWK�&HQWXU\� 1HZ�<RUN��������SS��������������DOVR�WKH�HORTXHQW�SOHD�E\�$XUHOLR�3HFFHL�RI�
2OLYHWWL�&RUSRUDWLRQ���&RQVLGHUDWLRQV�DQG�WKH�1HHG�IRU�:RUOGZLGH�3ODQQLQJ���GHOLYHUHG�LQ�$NDGHPJRURGRN��8665��
6HSWHPEHU�����������PLPHRJUDSK���

,,��7KH�$JH�RI�9RODWLOH�%HOLHI�
�����3LHUUH�7HLOKDUG�GH�&KDUGLQ��7KH�3KHQRPHQRQ�RI�0DQ��1HZ�<RUN��������S�������
�����6HH�&ODXGH�/HYL�6WUDXVV� 7KH�6DYDJH�0LQG��&KLFDJR��������
�����,Q�WKLV�FRQQHFWLRQ��VHH�-DFTXHV�6RXVWHOOH� /HV�4XDWUH�6ROHLOV��3DULV��������,Q�OLYHO\�WHUPV��6RXVWHOOH�DWWDFNV�WKH�
SURJUHVVLYH�WKHRU\�RI�KLVWRU\�DV�H[SUHVVHG�E\�0DU[��6SHQJOHU��7R\QEHH��DQG�7HLOKDUG�GH�&KDUGLQ��
)RU�D�PRUH�FRPSOH[�DQDO\VLV��VHH�0LFKHO�)RXFDXOW��)ROLH�HW�GHUDLVRQ� 3DULV��������$PHULFDQ�HGLWLRQ�0DGQHVV�DQG�
&LYLOL]DWLRQ��1HZ�<RUN��
������
�����7HLOKDUG�GH�&KDUGLQ��SS����������
�����6HH��IRU�H[DPSOH��-XOHV�0RQQHURW� 6RFLRORJ\�DQG�3V\FKRORJ\�RI�&RPPXQLVP� %RVWRQ��������
�����,Q�WKLV�FRQQHFWLRQ��LQWHUHVWLQJ�GDWD�DUH�SURYLGHG�E\�-DFTXHV�7RXV�VDHUW� /H�6HQWLPHQW�UHOLJLHX[�HQ�)ODQGUH�D�OD�ILQ�GX�
0R\HQ�DJH� 3DULV��
������
������7KH�ZULWHU�NQRZV�RI�QR�LQVWDQFH�LQ�SUHVHQW�GD\�6RXWK�$VLD�ZKHUH�
UHOLJLRQ�KDV�LQGXFHG�VRFLDO�FKDQJH���0\UGDO��S��������6HH�DOVR�7HLOKDUG�GH�&KDUGLQ��SS����������IRU�D�GLVFXVVLRQ�RI�WKH�
SDVVLYLW\�RI�RULHQWDO�UHOLJLRQV��DQG�.DYDODP�0��3DQLNNDU� +LQGX�6RFLHW\�DW�&URVV�5RDGV� %RPED\��������
�����.K��0RPMDQ� 7KH�'\QDPLF�7ZHQWLHWK�&HQWXU\�0RVFRZ��������S��
����
�����7HLOKDUG�GH�&KDUGLQ��S�������
���� ,ELG�� S�������
������5RVWRZ� 7KH�6WDJHV�RI�(FRQRPLF�*URZWK� SS��������� VHH�DOVR S�������ZKHUH�0DU[LVP�LV�GHVFULEHG�DV��D�V\VWHP�IXOO�RI�
IODZV�EXW�IXOO�DOVR�RI�OHJLWLPDWH�SDUWLDO�LQVLJKWV��D�JUHDW�IRUPDO�FRQWULEXWLRQ�WR�VRFLDO�VFLHQFH��D�PRQVWURXV�JXLGH�WR�SXEOLF�
SROLF\���
������-DFTXHV�(OOXO� 7KH�7HFKQRORJLFDO�6RFLHW\� 1HZ�<RUN��������S��
�����
������.DUO�0DU[��ZULWLQJ�LQ�������DV�FLWHG�E\�/HZLV�6��)HXHU���.DUO�0DU[�DQG�WKH�3URPHWKHDQ�&RPSOH[�� (QFRXQWHU��
'HFHPEHU�������S�
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������7KHVH�WHUPV�ZHUH�XVHG�E\�-DPHV�+��%LOOLQJWRQ���)RUFH�DQG�&RXQWHUIRUFH�LQ�(DVWHUQ�(XURSH�� )RUHLJQ�$IIDLUV� 2FWREHU�
������S������
������'DQLHO�DQG�*DEULHO�&RKQ�%HQGLW� /H�*DXFKLVPH��UHPHGH�D�OD�PDODGLH�VHQLOH�GX�FRPPXQLVPH� 3DULV��������
�����/HV]HN�.RODNRZVNL���7KH�3HUPDQHQW�DQG�7UDQVLWRU\�0HDQLQJ�RI�0DU[LVP�� 1RZD�.XOWXUD� 1R�����������
���� 3UD[LV�0D\�-XQH�������S�������
������.RODNRZVNL���+RSH�DQG�WKH�)DEULF�RI�+LVWRU\�� 1RZD�.XOWXUD� 1R������������)RU�D UHFHQW�DQG�YHU\�SHUFHSWLYH�DQDO\VLV�
RI�.ROD�NRZVNL
V�WKRXJKW��VHH�/HRSROG�/DEHG]���.RODNRZVNL�RQ�0DU[LVP�DQG�%H\RQG�� (QFRXQWHU�0DUFK�������SS���������
������6HH�$GDP�6FKDII� 0DU[VL]P�D�-HGQRVWND�/XG]ND��:DUVDZ��������S������DQG�S�����II���ZKHUH�6FKDII�DFNQRZOHGJHV�KLV�
GHEW�WR�3URIHVVRU�(ULFK�)URPP�IRU�KLV�LPSURYHG�XQGHUVWDQGLQJ�RI�0DU[LVP��6FKDII�ZDV�H[SHOOHG�IURP�WKH�&HQWUDO�&RPPLWWHH�
RI�WKH�3ROLVK�&RPPXQLVW�3DUW\�
LQ�������
������7KLV�UHVXOW�PDNHV�LW�DOVR�UHPLQLVFHQW�RI�IDVFLVP��6HH�P\��'HPRFUDWLF�6RFLDOLVP�RU�6RFLDO�)DVFLVP"� 'LVVHQW��6XPPHU�
������6HH�DOVR�WKH�QH[W�FKDSWHU�IRU�IXUWKHU�GLVFXVVLRQ��
������2Q�WKH�SUREOHP�RI�DXWKRULW\�DQG�OHJLWLPDF\�LQ�FRQWHPSRUDU\�&DWKROLFLVP��VHH�*HRUJH�1��6KXVWHU��HG�� )UHHGRP�DQG�
$XWKRULW\�LQ�WKH�:HVW� 1RWUH�'DPH��������HVSHFLDOO\�WKH�FRQWULEXWLRQ�RI�WKH�ODWH�-RKQ�&RXUWQH\�0XUUD\��6�-��
������0LJXHO�GH�8QDPXQR� 7KH�7UDJLF�6HQVH�RI�/LIH� 1HZ�<RUN��������3�����
������/HWWHU�WR�&DUGLQDO�.RQLJ��$UFKELVKRS�RI�9LHQQD��-DQXDU\�����������
������)RU�DQ�DFFRXQW�JHQHUDOO\�V\PSDWKHWLF�WR WKH�FRQVHUYDWLYH�SRLQW�RI�YLHZ��VHH�8OLVVH�)ORULGL��6�-���5DGLFDOLVPR�&DWWROLFR�
%UDVLOLDQR� 5RPH��������)RU�D�PRUH�JHQHUDO�DFFRXQW��(UQVW�+DOSHULQ� 1DWLRQDOLVP�DQG�&RPPXQLVP�LQ�&KLOH� &DPEULGJH��
0DVV���������DQG�:LOOLDP�9��'
$Q�WRQLD�DQG�)UHGHULFN�%��3LNH��5HOLJLRQ��5HYROXWLRQ�DQG�5HIRUP� 1HZ�<RUN��������
������7KHVH�WZR�ZRUGV�DUH�WKH�WLWOH�RI�*DUDXG\
V�ERRN�'H�O
DQDWKHPH�DX�GLDORJXH� 3DULV��������GLVFXVVLQJ�WKH�&KULVWLDQ��
0DU[LVW�GLDORJXH��
������$V�FLWHG�E\�WKH:DVKLQJWRQ�3RVW� -DQXDU\����������
�����)RU�D�VLPLODU�SRLQW�RI�YLHZ��VHH�(PLOH�3LQ��6�-����/HV�0RWLYDWLRQV�GHV�FRQGXLWHV�UHOLJLHXVHV�HW�OH�SDVVDJH�G
XQH�FLYLOLVDWLRQ�
SUHWHFKQLTXH�D�XQH�FLYLOLVDWLRQ�WHFKQLTXH�� 6RFLDO�&KDQJH��9RO������������
������6HH�+DUYH\�&R[��7KH�6HFXODU�&LW\� 1HZ�<RUN��������
���� ,ELG�� S������
������3LHUUH�7URWLJQRQ�LQ�/
$UF� 3DULV��1R����������������DV�FLWHG�E\�5D\PRQG�$URQ���$W�WKH�%DUULFDGHV�� (QFRXQWHU��$XJXVW�
������S������
������$EELH�+RIIPDQ��5HYROXWLRQ�IRU�WKH�+HOO�RI�,W� 1HZ�<RUN��������7KH�EHVW�DQDO\VLV�RI�WKH�LGHRORJ\�RI�WKH��VWXGHQW�
UHYROXWLRQ��LV�WKH�DUWLFOH�E\�/HRSROG�/DEHG]���6WXGHQWV�DQG�5HYROXWLRQ�� 6XUYH\ �/RQGRQ���-XO\�������
������$V�FLWHG�E\�1��0ROFKDQRY���6WXGHQWV�5HEHO�LQ�WKH�:HVW��7KH�0HDQLQJ��WKH�&DXVHV�DQG�*RDOV�� /LWHUDWXUQD\D�*D]HWD��
1RYHPEHU��� ������
������3DXO�-DFREV�DQG�6DXO�/DQGDX� 7KH�1HZ�5DGLFDOV��1HZ�<RUN��������S�����
������6SHDNLQJ�LQ������DW�WKH�)UHH�8QLYHUVLW\�LQ�:HVW�%HUOLQ��DV�FLWHG�E\�/DEHG]���6WXGHQWV�DQG�5HYROXWLRQ���S�����
���� ,ELG�� S�����
������0ROFKDQRY��
������6HH�5REHUW�3��:ROII��%DUULQJWRQ�0RRUH��-U���DQG�+HUEHUW�0DUFXVH��$�&ULWLTXH�RI�3XUH�7ROHUDQFH� %RVWRQ��������
������&RPSDUH��IRU�H[DPSOH��WKH�GHPDQGV�RI�WKH�:DUVDZ�VWXGHQWV��DGRSWHG�LQ�0DUFK�������ZLWK�WKH�GHPDQGV�RI�WKH�0H[LFDQ�
VWXGHQWV�RI�6HSWHPEHU�RI�WKH�VDPH�\HDU��6XUYH\� -XO\�������S������ 7KH�1HZ�<RUN�7LPHV�0DUFK����DQG�6HSWHPEHU�����������
�����7KLV�SRLQW�LV�ZHOO�PDGH�E\�3URIHVVRU�=��%DXPDQ��D�ZHOO�NQRZQ�:DUVDZ�VRFLRORJLVW�H[SHOOHG�IURP�3RODQG�LQ������DIWHU�
WKH�VWXGHQW�RXWEUHDN�RI�0DUFK��LQ�KLV�LQWURGXFWLRQ�WR�D�VSHFLDO�GRFXPHQWDU\�YROXPH�RQ�
WKRVH�HYHQWV��SXEOLVKHG�LQ�3DULV�E\�,QVW\WXW�/LWHUDFNL�� :\GDU]HQLD�0DUFRZH������ ������
������6HH�0HOYLQ�/DVN\���5HYROXWLRQ�'LDU\�� (QFRXQWHU� $XJXVW�������SS���������
���� 7KH�1HZ�/HIW��PHPRUDQGXP�SUHSDUHG�IRU�WKH�&RPPLWWHH�RQ�WKH�-XGLFLDU\��8QLWHG�6WDWHV�6HQDWH��:DVKLQJWRQ��'�&���
������S������FLWLQJ�DOVR�GDWD�IURP�-DFN�1HZILHOG��$ 3URSKHWLF�0LQRULW\��1HZ�<RUN��������
�������7KH�+RROLJDQV�RI�3HDFH�6TXDUH�� 6FLQWHLD�7LQHUHWXOXL� -XO\����������
������%ODFN� 7KH�'\QDPLFV�RI�0RGHUQL]DWLRQ� S������
������2Q�WKLV��VHH�DOVR�.HQQHWK�.HQLVWRQ���6RFLDO�&KDQJH�DQG�<RXWK�LQ�$PHULFD���LQ 7KH�&KDOOHQJH�RI�<RXWK� (ULN�+��(ULNVRQ��
HG���1HZ�<RUN��������
������6HH�-RKDQ�+XL]LQJD��:DQLQJ�RI�WKH�0LGGOH�$JHV� HVSHFLDOO\�FKDS����RQ��7KH�9LROHQW�7HQRU�RI�/LIH���1HZ�<RUN��������
������6HH�%ODFN��7KH�'\QDPLFV�RI�0RGHUQL]DWLRQ��IRU�GHVFULSWLYH�DQG�VHTXHQWLDO�DQDO\VLV��
������2Q�WKLV��IRU�8QLWHG�6WDWHV�H[DPSOHV�VHH�0DUN�*HU]RQ� 7KH�:KROH�:RUOG�,V�:DWFKLQJ� 1HZ�<RUN��������SS�������������
��������IRU�D�PRUH�V\VWHPDWLF WUHDWPHQW�SHUWDLQLQJ�WR�WKH�7KLUG�:RUOG��VHH�'RQDOG�.��(PPHUVRQ� 6WXGHQWV�DQG�3ROLWLFV�LQ�
'HYHORSLQJ�1DWLRQV��1HZ�<RUN��������LQFOXGLQJ�D�VLPLODU�FRQFOXVLRQ�RQ�S�������
������0DUVKDOO�0F/XKDQ� 7KH�0DUVKDOO�0F/XKDQ�'HZ�/LQH� 1R�����������S������
������6HH�3DXO�6LJPXQG��HG�� 7KH�,GHRORJLHV�RI�WKH�'HYHORSLQJ�1DWLRQV� 1HZ�<RUN��������HVSHFLDOO\�SS���������)RU�D�
V\VWHPDWLF�HYDOXDWLRQ�RI�WKH�DSSHDO�DQG�PHDQLQJ�RI�WKH�FRQFHSW�RI�HTXDOLW\�ZLWKLQ�RQH�QHZ�QDWLRQ��VHH�-DPHV�&��6FRWW��
3ROLWLFDO�,GHRORJ\�LQ�0DOD\VLD��5HDOLW\�DQG�WKH�%HOLHIV�RI�DQ�(OLWH� 1HZ�+DYHQ��������SS����������)RU�PRUH�JHQHUDO�
WUHDWPHQW��'DYLG�$SWHU��HG�� ,GHRORJ\�DQG�'LVFRQWHQW� *OHQFRH��,OO���������DQG�&OLIIRUG�*HHUW]��HG���2OG�6RFLHWLHV�DQG�1HZ�
6WDWHV��7KH�4XHVW�IRU�0RGHUQLW\�LQ�$VLD�DQG�$IULFD� 1HZ�<RUN��������
������)RU�H[DPSOH��VHH�/HRSROG�6HQJKRU� $IULFDQ�6RFLDOLVP��1HZ�<RUN��������
������7RP�0ER\D��)UHHGRP�DQG�$IWHU� %RVWRQ��������S�������
������,W�LV�DPRQJ�WKHP�WKDW�)UDQW]�)DQRQ
V�7KH�:UHWFKHG�RI�WKH�(DUWK��1HZ�<RUN��������KDV�WKH�ZLGHVW�DSSHDO��6HH�DOVR�)��-��
0DUVDO���/DWLQ�$PHULFDQ�,QWHOOHFWXDOV�DQG�WKH�3UREOHP�RI�&KDQJH�� 6RFLDO�5HVHDUFK�:LQWHU�������SS�����²����
������7KH\�KDYH�WKXV�EHFRPH��WXWHODU\�GHPRFUDFLHV���&I��(GZDUG�6KLOV� 3ROLWLFDO�'HYHORSPHQW�LQ�WKH�1HZ�6WDWHV� 7KH�+DJXH��
������SS���������
������6HH�WKH�KLJKO\�VWLPXODWLQJ�UHYLHZ�RI�0LFKHO�)RXFDXOW
V�ERRN��/HV�0RWV�HW�OHV�FKRVHV �3DULV���������E\�-HDQ�0DULH�
'RPHQDJXH��7HPRLJQDJH�&KUHWLHQ�0DUFK�������
������9LFWRU�&��)HUNLVV��S������
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,OO��&RPPXQLVP��7KH�3UREOHP�RI�5HOHYDQFH�
�����)RU LQVLJKWV�LQWR�6WDOLQ
V�FKDUDFWHU��VHH�0LORYDQ�'MLODV��&RQYHUVDWLRQV�ZLWK�6WDOLQ� 1HZ�<RUN��������DQG�6YHWODQD�
$OOLOX\HYD��7ZHQW\�/HWWHUV�WR�D�)ULHQG��1HZ�<RUN��������
�����6HH�/HRQDUG�6FKDSLUR� 7KH�2ULJLQ�RI�&RPPXQLVW�$XWRFUDF\��/RQGRQ��������DQG�,VDDF�'HXWVFKHU� 7KH�3URSKHW�2XWFDVW��
/RQGRQ��������
�����/HRQ�6PROLQVNL���*ULQHYHWVNLL�DQG�6RYLHW�,QGXVWULDOL]DWLRQ�� 6XUYH\� $SULO�������S�������6HH�DOVR�WKH�FULWLFDO�FRPPHQW�E\�
$OHF�1RYH�RQ�6PROLQVNL
V�DQDO\VLV�DQG�6PROLQVNL
V�UHSO\�LQ�6XUYH\�:LQWHU�6SULQJ��������
�����6PROLQVNL��S�������
�����'HXWVFKHU��SS�����������
�����5RVWRZ��S������
�����5RVWRZ��S������6HH�DOVR�SS��������IRU�GHWDLOHG�WDEOHV�E\�:DUUHQ�1XWWHU��LQ�ZKLFK�WKH�SHUVLVWHQW�ODJ�LQ�FHUWDLQ�DUHDV�RI�
5XVVLDQ�LQGXVWULDO�SURGXFWLRQ�LV�FRPSDUHG�ZLWK�$PHULFDQ�SURGXFWLRQ��
�����%ODFN���6RYLHW�6RFLHW\��$�&RPSDUDWLYH�9LHZ���LQ 3URVSHFWV�IRU�6RYLHW�6RFLHW\� SS���������
�����%ODFN��SS���������SURYLGHV�D�XVHIXO�VXPPDU\�RI�WKHLU�ILQGLQJV�DQG�WKH�EDVLV�IRU�UHDFKLQJ�WKH�FRQFOXVLRQV��
������6HH�WKH�IDVFLQDWLQJ�FXPXODWLYH WDEOH��LQ�6WHIDQ�.XURZVNL� +LV�WRU\F]Q\�3URFHV�:]URVWX�*RVSRGDUF]HJR��:DUVDZ��������
S�������
������6HH 7U\KXQD�/XGX� -XO\����������DQG 1RZH�'URJL��1R�����������
������6SHHFK�RI�1RYHPEHU�����������
������1��6YLULGRY���3DUW\�&RQFHUQ�IRU�WKH�8SEULQJLQJ�RI�WKH�6FLHQWLILF�7HFKQLFDO�,QWHOOLJHQWVLD�� .RPPXQLVW��1R������S������
�����3��'HPLFKHY���7KH�&RQVWUXFWLRQ�RI�&RPPXQLVP�DQG�WKH�*RDOV�RI�6RFLDO�6FLHQFHV�� .RPPXQLVW� 1R������S������
������(��*��5��.RVRODSRY�DQG�3��6LPXVK���7KH�,QWHOOLJHQWVLD�LQ�6RFLDOLVW�6RFLHW\�� 3UDYGD�0D\�����������
������'��,��&KHVQRNRY���$JJUDYDWLRQ�RI�WKH�,GHRORJLFDO�DQG�DQG�3ROLWLFDO�6WUXJJOH�DQG�&RQWHPSRUDU\�3KLORVRSKLFDO�
5HYLVLRQLVP�� 9RSURV\�)LORVRILL��1R������7KLV�LPSRUWDQW�DUWLFOH�GLVFXVVHV�WKH�JHQHUDO�VWDWH�RI�FRQWHPSRUDU\�0DU[LVP�DV�ZHOO�
DV�WKH�VLJQLILFDQFH�RI�FRQWHPSRUDU\�UHYLVLRQLVP��
������'��,��&KHVQRNRY���&XUUHQW�3UREOHPV�RI�+LVWRULFDO�0DWHULDOLVP�� .RPPXQLVW� 1R�����������S������6HH�DOVR�*��6PLUQRY��
�6RFLDOLVW�+XPDQLVP�� 3UDYGD��'HFHPEHU�����������
������*��.KURPXVKLQ���6KDUSHQLQJ�RI�:RUOG�,GHRORJLFDO�6WUXJJOH�� ,QWHUQDWLRQDO�$IIDLUV �0RVFRZ���1R������������
������7��7LPRIH\HY���7KH�/HDGLQJ�5HYROXWLRQDU\�)RUFH�� 3UDYGD� 'HFHPEHU�����������7LPRIH\HY�LV�WKH�GLUHFWRU�RI�WKH�8665�
$FDGHP\�RI�6FLHQFHV�,QVWLWXWH�RI�WKH�,QWHUQDWLRQDO�:RUNLQJ�&ODVV�0RYHPHQW�DQG�D�FRUUHVSRQGLQJ�PHPEHU�RI�WKH�8665�
$FDGHP\�RI�6FLHQFHV��
���� 3UDYGD� $SULO�����������
������6��.RYDOHY���2Q�
3HDFHIXO
�DQG�1RQ�3HDFHIXO�&RXQWHUUHYROXWLRQ�� 3UDYGD� 6HSWHPEHU�����������
������$�XVHIXO�VRXUFH�RQ�6RYLHW��IXWXURORJ\��LV�WKH�UHSRUW�E\�D�6RYLHW�VFKRODU��,��%HVWX]KHY�/DGD���/HV�(WXGHV�VXU�O
DYHQLU�HQ�
8566�� $QDO\VH�HW�3UHYLVLRQ �)XWXULEOHV���1R�����������
������6HH��IRU�H[DPSOH��$��'��6PLUQRY���6RFLDOLVP��WKH�6FLHQWLILF�7HFKQRORJLFDO�5HYROXWLRQ�DQG�/RQJ�5DQJH�)RUHFDVWLQJ���
9RSURV\�)LORVRILL� 1R�����������,��*��.XUDNRY���)RUHFDVWLQJ�6FLHQWLILF�7HFKQRORJLFDO�3URJUHVV���DQG�0��.��3HWURY���6RPH�
3UREOHPV�RI�WKH�2UJDQL]DWLRQ�RI�.QRZOHGJH�LQ�WKH�(SRFK�RI�WKH�6FLHQWLILF�7HFKQRORJLFDO�5HYROXWLRQ�� 9RSURV\�)LORVRILL� 1R��
����������DQG�9��*��$IDQDVHY� 1DXFKQRH�8S�UDYOHQLH�2EVKFKHVWYRP�0RVFRZ��������
�������$�'LVFXVVLRQ��7KH�3UREOHPV�RI�WKH�8QLW\�RI�WKH�&RPPXQLVW�0RYHPHQW�� =ROQLHU]�:ROQRVFL� -DQXDU\�����������
SDUWLFXODUO\�WKH�FRQWULEXWLRQV�E\�6��7UDPSF]\QVNL��-��8UEDQ���+DQGV�&ORVH�WR�3XOVH�� 3ROLW\ND� -XQH����������
�����9��5RPDQ�LQ�&RQWHPSRUDQXO� -DQXDU\����-DQXDU\�����������LWDOLFV�KLV���5RPDQ��D�PHPEHU�RI�WKH�&HQWUDO�&RPPLWWHH�DQG�
D�IRUPHU�PLQLVWHU�LQ�WKH�5XPDQLDQ�JRYHUQPHQW��LV�D�SURIHVVRU�DQG�HQJLQHHU�E\�WUDLQLQJ��+H�LV�WKH�DXWKRU�RI VHYHUDO�ERRNV�RQ�
WKH�VFLHQWLILF�WHFKQLFDO�UHYROXWLRQ��
������&KHSUDNRY��,]YHVWLD��$XJXVW�����������
������6HH�&��)UHHPDQ�DQG�$��<RXQJ��7KH�5HVHDUFK�DQG�'HYHORSPHQW�(IIRUW�LQ�:HVWHUQ�(XURSH��1RUWK�$PHULFD�DQG�WKH�6RYLHW�
8QLRQ� 2(&'��S������DOVR�WKH�H[KDXVWLYH�VWXG\ 6FLHQFH�3ROLF\�LQ�WKH�8665� 2(&'��������
������)RU�RWKHU�H[DPSOHV��VHH 6FLHQFH�3ROLF\�LQ�WKH�8665� S������
���� ,]YHVWLD� 2FWREHU�����������
������$FDGHPLFLDQ�3��/��.DSLWVD��.RPVRPROVNDLD�3UDYGD� -DQXDU\�����������
���� 3UREOHPV�RI�&RPPXQLVP� -XO\�$XJXVW�DQG�6HSWHPEHU�2FWREHU�������6HH�DOVR�9��&KRUQRYLO� 7KH�&KRUQRYLO�3DSHUV��
1HZ�<RUN��������
������7H[W�SXEOLVKHG�LQ�7KH�1HZ�<RUN�7LPHV� -XO\������������&LWDWLRQV�LQ�WKH�WH[W�DUH�IURP�WKLV�YHUVLRQ���
���� 9HVWQLN�$NDGHPLL�1DXN��1R�����������S�������
���� 9��5RPDQ���)RU�D�0DU[LVW�7KHRU\�RI�WKH�7HFKQLFDO�6FLHQWLILF�5HYROXWLRQ�� &RQWHPSRUDQXO��
�����:DOWHU�8OEULFKW���7KH�6LJQLILFDQFH�DQG�9LWDO�)RUFH�RI�WKH�7HDFKLQJV�RI�.DUO�0DU[�IRU�2XU�(UD���SDPSKOHW��%HUOLQ��0D\�
���������
������6HH�3HWHU�&��/XG]� 3DUWHLHOLWH�LP�:DQGHO� &RORJQH��������
������6HH��IRU�H[DPSOH��WKH�ZDUQLQJ�E\�3��'HPLFKHY���7KH�&RQVWUXFWLRQ�RI�&RPPXQLVP�DQG�WKH�*RDOV�RI�6RFLDO�6FLHQFHV���
.RPPXQLVW��1R������������S������)RU�D�SURYRFDWLYH�GLVFXVVLRQ�RI�WKH�WUHQG�WRZDUG�JUHDWHU�IXVLRQ�RI�SDUW\�EXUHDXFUDWLF�
H[SHULHQFH�ZLWK�WHFKQLFDO�FRP��
SHWHQFH��VHH�*HRUJH�)LVFKHU� 7KH�6RYLHW�6\VWHP�DQG�0RGHUQ�6RFLHW\��1HZ�<RUN��������
������)RU�DQ�H[FHOOHQW�JHQHUDO�VXUYH\��VHH�5LFKDUG�/RZHQWKDO��:RUOG�&RPPXQLVP��7KH�'LVLQWHJUDWLRQ�RI�D�6HFXODU�)DLWK��
1HZ�<RUN��������
������6HH�LQ�WKLV�FRQQHFWLRQ�WKH�SHUFHSWLYH�HVVD\�E\�+HQU\�/��5REHUWV���5XVVLD�DQG�WKH�:HVW��$�&RPSDULVRQ�DQG�&RQWUDVW���
7KH�6ODYLF�5HYLHZ��0DUFK�������
������6HH�WKH�VWDWHPHQW�LQ .RPPXQLVW��1R������������HVSHFLDOO\�S������ZKLFK�DWWDFNV�WKH�&KLQHVH�FRQFHSW�RI�DQ�DEVROXWH�OLQH�
IRU�WKH�LQWHUQDWLRQDO�PRYHPHQW��DQG�WKH�OHWWHU�RI�WKH�6RYLHW�OHDGHUVKLS�RI�-XO\������WR�WKH�&KLQHVH�OHDGHUV��H[SOLFLWO\�UHMHFWLQJ�
WKH�FRQFHSW�RI�D�JHQHUDO�OLQH�IRU�WKH�LQWHUQDWLRQDO�PRYHPHQW��7KLV�SHULRG�KDV�EHHQ�DQDO\]HG�E\�PH�LQ�P\ 7KH�6RYLHW�%ORF��
8QLW\�DQG�&RQIOLFW� UHY��HG���&DPEULGJH��0DVV��������
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������5RJHU�*DUDXG\��3RXU�XQ�PRGHOH�IUDQFDLV�GX�VRFLDOLVPH��3DULV��������SS����������
������'��6XVQMLF� .QML]HYQH�1RYLQH�0DUFK����������)RU�XVHIXO�VXPPDULHV�RI�<XJRVODY�YLHZV�FRQFHUQLQJ�D�PXOWL�SDUW\�V\VWHP��
VHH�DOVR�WKH�5)(�UHVHDUFK�SDSHUV�RI�2FWREHU����������DQG�0D\�����������ERWK�RI�ZKLFK�VXPPDUL]H�WKH�HYROXWLRQ�RI�<XJRVODY�
WKLQNLQJ�RQ�WKH�VXEMHFW��
������)RU�GDWD�RQ�WKH�JURZWK�RI�WKH�&]HFKRVORYDN�LQWHOOLJHQWVLD�DQG�IRU�D�GLVFXVVLRQ�RI�LWV�LPSOLFDWLRQV��VHH�=��9DOHQWD���7KH�
:RUNLQJ�&ODVV�DQG�WKH�,QWHOOLJHQWVLD�� 1RYD�0\VO� )HEUXDU\�������
������6HH�WKH�YHU\�WKRXJKWIXO�GLVFXVVLRQ�E\�$��+HJHGXV���2Q�WKH�$OWHUQDWLYHV�RI�6RFLDO�'HYHORSPHQW���DQG��5HDOLW\�DQG�
1HFHVVLW\�� .RU�WDUV� -XQH��-XO\�������)RU�D�FRQVHUYDWLYH�UHVSRQVH�WR�WKH�DERYH��VHH�3��9DUNRQ\L���7KH�'HYHORSPHQW�DQG�
3UREOHPV�RI�WKH�6RFLDOLVW�6RFLHW\�� .RUWDUV� 1RYHPEHU�������(YHQ�WKH�PRUH�FRQVHUYDWLYH�UHVSRQVH�GLG�FRQFHGH�WKH�
GHVLUDELOLW\�RI�VXFK�GLVFXVVLRQ��ZKLFK�ZHQW�PXFK�IXUWKHU�WKDQ�DQ\WKLQJ�UHFHQWO\�SXEOLVKHG�LQ�HLWKHU�WKH�6RYLHW�8QLRQ�RU�WKH�
RWKHU�PRUH�FRQVHUYDWLYH�&RPPXQLVW�VWDWHV��
������6HH�LQ�WKLV�FRQQHFWLRQ�WKH�UHYHDOLQJ�SROHPLFV�EHWZHHQ�WKH�6RYLHWV�DQG�WKH�&KLQHVH�RQ�WKH�VXEMHFW�RI�WKH�UHYROXWLRQDU\�
UROH�RI�WKH�$PHULFDQ�1HJUR��5��$��5HPLQJWRQ���5HYROXWLRQDU\�5ROH�RI�WKH�$IUR�$PHULFDQ��$Q�$QDO\VLV�RI�6LQR�6RYLHW�
3ROHPLFV�RQ�WKH�+LVWRULFDO�,PSRUWDQFH�RI�WKH�$PHULFDQ�1HJUR���&HQWHU�IRU�,QWHUQDWLRQDO�6WXGLHV��0�,�7���2FWREHU�������
������7DQJ�7VRX���7KH�&XOWXUDO�5HYROXWLRQ�DQG�WKH�&KLQHVH�3ROLWLFDO�6\VWHP�� 7KH�&KLQD�4XDUWHUO\� $SULO²-XQH��������
������$OH[DQGHU�(FNVWHLQ� &RPPXQLVW�&KLQD
V�(FRQRPLF�*URZWK�DQG�)RUHLJQ�7UDGH��1HZ�<RUN��������
������2��(��&OXEE� 7ZHQWLHWK�&HQWXU\�&KLQD��1HZ�<RUN��������SS����������6HH�DOVR�3LQJ�WL +R�DQG�7DQJ�7VRX��HGV�� &KLQD�LQ�
&ULVLV� &KLFDJR��������DQG�IRU�D�PRUH�JHQHUDO�GLVFXVVLRQ��-��.��)DLUEDQN� 7KH�&KLQHVH�:RUOG�2UGHU� &DPEULGJH��0DVV���������
������-RKQ�+��.DXWVN\��S�������

,9��7KH�$PHULFDQ�7UDQVLWLRQ�
�����6HH��IRU�H[DPSOH��5RQDOG�6HJDO
V�$PHULFD
V�5HFHGLQJ�)XWXUH� 1HZ�<RUN��������RU�*LRVH�5LPDQHOOL��7UDJLFD�$PHULFD��
*HQRD��������
�����$�KLJKO\�LQIRUPDWLYH�DFFRXQW�LV�FRQWDLQHG�LQ�WKH�IXOO�SDJH�DUWLFOH�E\�+HQU\�/LHEHUPDQ���7HFKQRORJ\��$OFKHPLVW�RI�5RXWH�
����� 7KH�1HZ�<RUN�7LPHV� -DQXDU\����������
�����$Q�H[FHOOHQW�DQG�ZHOO�GRFXPHQWHG�VXPPDU\�FDQ�EH�IRXQG�LQ�7KH�$GYDQFLQJ�6RXWK��0DQSRZHU�3URVSHFWV�DQG�3UREOHPV��
1HZ�<RUN��������
�����'DQLHO�%HOO���7KH�0HDVXUHPHQW�RI�.QRZOHGJH�DQG�7HFKQRORJ\���LQ ,QGLFDWRUV�RI�6RFLDO�&KDQJH��(OHDQRU�6KHOGRQ�DQG�
:LOEHUW�0RRUH��HGV���1HZ�<RUN��������S�������
����1RWDEO\�%HOO��DERYH��DOVR�WKH�PRUH�JHQHUDO��OHVV�GRFXPHQWHG�UHIOHFWLRQV�LQ�WKH�IRXUWK�DQQXDO�UHSRUW�RI�+DUYDUG�8QLYHUVLW\��
3URJUDP�RQ�7HFKQRORJ\�DQG�6RFLHW\� DQG�9LFWRU�)HUNLVV� 7HFKQRORJLFDO�0DQ��7KH�0\WK�DQG WKH�5HDOLW\��)RU�DQ�H[WUHPHO\�
XVHIXO�VXPPDU\�RI�SUHVHQW�WUHQGV�LQ�$PHULFD��VHH�7RZDUG�D�6RFLDO�5HSRUW��'HSDUWPHQW�RI�+HDOWK��(GXFDWLRQ�DQG�:HOIDUH��
:DVKLQJWRQ��'�&���������)RU�D�UHYHDOLQJ�DQG�LQ�SODFHV�PRYLQJ�DFFRXQW�RI�WKH�LPSDFW�RI�DOO�WKLV�RQ�VRPH�RI WKH�\RXQJ��VHH�
0DUN�*HU]RQ��7KH�:KROH�:RUOG�,V�:DWFKLQJ��
��� 7HOHYLVLRQ�4XDUWHUO\� 6SULQJ�������S�����
�����)RU�D�IXOOHU�GLVFXVVLRQ��VHH�1$6$��7KH�7HFKQRORJ\�8WLOL]DWLRQ�3URJUDP� ������S������DQG�HGLWRULDO�LQ 6DWXUGD\�5HYLHZ��
$SULO�����������
�����6HH�$QWKRQ\�*��2HWWLQJHU�DQG�6HPD�0DUNV���(GXFDWLRQDO�7HFKQRORJ\��1HZ�0\WKV�DQG�2OG�5HDOLWLHV���GLVFXVVLRQ�DQG�
UHSO\���7KH�+DUYDUG�(GXFDWLRQDO�5HYLHZ��)DOO�������
�����$V�FLWHG�E\ 5HWXUQ�WR�5HVSRQVLELOLW\� D�UHSRUW�E\�WKH�7KRPDV�-HIIHUVRQ�5HVHDUFK�&HQWHU��3DVDGHQD��������S�����
������%HOO��S�������
���� 7RZDUG�D�6RFLDO�5HSRUW� S������
���� ,ELG�� S������
������%XUHDX�RI�WKH�&HQVXV�UHSRUW��FLWHG�E\ 7KH�1HZ�<RUN�7LPHV��$XJXVW�����������
���� 5HSRUW�RI�WKH�1DWLRQDO�$GYLVRU\�&RPPLVVLRQ�RQ�&LYLO�'LVRUGHUV�:DVKLQJWRQ��'�&���������S�������$�EUHDNGRZQ�RI�WKH�
GLVWULEXWLRQ�RI�WKH�SRRU�LV�FRQWDLQHG�LQ�WKH�UHSRUW�RI�WKH�3UHVLGHQW
V�&RPPLVVLRQ�RQ�,QFRPH�0DLQWHQDQFH�3URJUDPV��UHOHDVHG�
RQ�1RYHPEHU�����������VHH�DOVR -RLQW�5HSRUW RI�WKH�&RPPHUFH�DQG�/DERU�'HSDUWPHQWV�FLWHG�E\ 7KH�1HZ�<RUN�7LPHV��
)HEUXDU\����������
������%XUHDX�RI�WKH�&HQVXV�UHSRUW��1DWKDQ�*OD]HU���7KH�1HJURHV
�6WDNH�LQ�$PHULFD
V�)XWXUH�� 7KH�1HZ�<RUN�7LPHV�0DJD]LQH��
6HSWHPEHU�����������S����� 7KH�(FRQRPLVW�0D\�����������S������
���� 7KH�1HZ�<RUN�7LPHV�0D\�����������,W�VKRXOG��KRZHYHU��EH�QRWHG�WKDW�LQ����������SHU�FHQW�RI�WKH�EODFNV�H[SUHVVHG�
VDWLVIDFWLRQ�ZLWK�
WKHLU�KRXVLQJ��7KLV�SUHVXPDEO\�LQGLFDWHV�KLJKHU�H[SHFWDWLRQV�LQ�������2Q�KRXVLQJ��VHH -RLQW�5HSRUW �QRWH�����DERYH���
�������&KDUDFWHULVWLFV�RI�6WXGHQWV�DQG 7KHLU�&ROOHJHV���D�VWXG\�E\�WKH�%XUHDX�RI�WKH�&HQVXV��DV�FLWHG�LQ 7KH�1HZ�<RUN�7LPHV��
-XQH�����������
������*OD]HU��SS����������VHH�DOVR -RLQW�5HSRUW��
���� 7KH�(FRQRPLVW� S������
���� 7RZDUG�D�6RFLDO�5HSRUW� SS�������� 7LPH� 2FWREHU�����������S������
���� %XW�IRU�D�UDWKHU�SHVVLPLVWLF�SURMHFWLRQ�DQG�DVVHVVPHQW��VHH��$PHULFD
V�)UXVWUDWHG�6RXWK�� 7KH�(FRQRPLVW� -XQH�����������
������6HH�WKH�VSHFLDO�UHSRUW��%ODFN�$PHULFD�� 1HZVZHHN��-XQH�����������S������)RU�D�EURDGHU�DQDO\VLV��VHH�7KH�3ROLWLFV�RI�
3URWHVW �7KH�6NROQLFN�5HSRUW�WR�WKH�1DWLRQDO�&RPPLVVLRQ�RQ�WKH�&DXVHV�DQG�3UHYHQWLRQ�RI�9LROHQFH���1HZ�<RUN��������
HVSHFLDOO\�FKDS������%ODFN�0LOLWDQF\���
������*ORULD�6WHLQHP���/LQN�EHWZHHQ�WKH�1HZ�3ROLWLFV�DQG�WKH�2OG�� 6DWXUGD\�5HYLHZ��$XJXVW����������S������
������)RU�D�XVHIXO�GLVFXVVLRQ�RI�WKH�IUDJPHQWDWLRQ�RI�SROLWLFDO�FXOWXUH�LQ�GHPRFUDF\��VHH�$UHQG�/LMSKDUW���7\SRORJLHV�RI�
'HPRFUDWLF�6\VWHPV�� &RPSDUDWLYH�3ROLWLFDO�6WXGLHV� $SULO�������
������*XV�7\OHU��7KH�3ROLWLFDO�,PSHUDWLYH� 1HZ�<RUN��������
������)RU�VWULNLQJO\�FRQIOLFWLQJ�DVVHVVPHQWV�RI�WKH�LPSDFW�RI�WKDW�H[SDQVLRQ��VHH�(PPDQXHO�0HVWKHQH���+RZ�7HFKQRORJ\�:LOO�
6KDSH�WKH�)XWXUH� �6FLHQFH� -XO\������������ZKR�DUJXHV�VWURQJO\�WKDW�WKH�UROH�RI�JRYHUQPHQW�LV�HQKDQFHG��DQG�)HUNLVV��SS��
��������ZKR�DUJXHV�TXLWH�WKH�FRQWUDU\�SRLQW�RI�YLHZ��)RU�D�EURDG�JDXJHG�DQG�VWLPXODWLQJ�GLVFXVVLRQ��VHH�3HWHU�'UXFNHU� 7KH�
$JH�RI�'LVFRQWLQXLW\� 1HZ�<RUN�������
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������)URP�WKH�LQWURGXFWLRQ�WR�(OOXO� 7KH�7HFKQRORJLFDO�6RFLHW\� E\�5REHUW�.��0HUWRQ��S��YL��
������6HH�RXU�HDUOLHU�GLVFXVVLRQ��3DUW�,9��S�������
������'RQDOG�1��0LFKDHO� 7KH�1H[W�*HQHUDWLRQ� 1HZ�<RUN��������S������
������5REHUW�6��/LHEHUW���7RZDUGV�D�&RQFHSWXDO�0RGHO�RI�5DGLFDO�DQG�0LOLWDQW�<RXWK��$�6WXG\�RI�&ROXPELD�8QGHUJUDGXDWHV���
SUHVHQWDWLRQ�WR�WKH�$VVRFLDWLRQ�IRU�3V\FKR�DQDO\WLF�0HGLFLQH��$SULO����������S������
������.HQQHWK�.HQLVWRQ���<RX�+DYH�WR�*URZ�8S�LQ�6FDUVGDOH�WR�.QRZ�+RZ�%DG�7KLQJV�5HDOO\�$UH�� 7KH�1HZ�<RUN�7LPHV�
0DJD]LQH��$SULO�����������S�������7KH�IRUHJRLQJ�UHIOHFWV�WKH DUJXPHQW�RI�KLV�ODUJHU�ERRN��<RXQJ�5DGLFDOV��1RWHV�RQ�
&RPPLWWHG�<RXWK� 1HZ�<RUN��������
������*HU]RQ��S������
���� ,ELG�� SS�����������������������
������0LFKDHO� 7KH�1H[W�*HQHUDWLRQ��S������VHH�DOVR�5REHUW�$��1LVEHWW���7ZLOLJKW�RI�$XWKRULW\�� 7KH�3XEOLF�,QWHUHVW� 6SULQJ�
������
������7HVWLPRQ\�RI�'U��%UXQR�%HWWHOKHLP��SURIHVVRU�RI�SV\FKRORJ\�DQG�SV\FKLDWU\��8QLYHUVLW\�RI�&KLFDJR��WR�WKH�+RXVH�
6SHFLDO�6XEFRPPLWWHH�RQ�(GXFDWLRQ��0DUFK�����������
������6HH�WKH�DUJXPHQW�GHYHORSHG�E\�(GJDU�&��)ULHGHQEHUJ���7KH�+LGGHQ�&RVWV�RI�2SSRUWXQLW\�� $WODQWLF�0RQWKO\��)HEUXDU\�
������SS���������
������6HH�7��%��%RWWRPRUH��&ULWLFV�RI�6RFLHW\��5DGLFDO�7KRXJKW�LQ�1RUWK�$PHULFD��1HZ�<RUN��������
������6HH�'DQLHO�%HOO���&KDUOHV�)RXULHU��3URSKHW�RI�(XSV\FKLD�� 7KH�$PHULFDQ�6FKRODU��:LQWHU����������
������)ULHGHQEHUJ��S������
������:LOOLDP�.RUQKDXVHU� 7KH�3ROLWLFV�RI�0DVV�6RFLHW\��
������)RU�VRPH�SHUFHSWLYH�FRPPHQWV��VHH�$QGUHZ�.QLJKW���$PHULFD
V�)UR]HQ�/LEHUDOV�� 7KH�3URJUHVVLYH� )HEUXDU\�������
������)RU�D�GLVFXVVLRQ�RI�WKH�SRVLWLRQ�RI�WKH OLEHUDO�LQ�WKH�DFDGHPLF�ZRUOG��VHH�,UYLQJ�/RXLV�+RURZLW]���<RXQJ�5DGLFDOV�DQG�
WKH�3URIHVVRULDO�&ULWLFV�� &RPPRQZHDO� -DQXDU\�����������SS����������
�����)RU�D�JRRG�GLVFXVVLRQ��VHH�SDUWLFXODUO\�S�����RI�WKH�VSHFLDO�LVVXH�RI 7KH�(FRQRPLVW�0D\�����������
���� )URP�D�OHFWXUH�E\�3URIHVVRU�-RVHSK�%ODX��$VSHQ�,QVWLWXWH�RI�+XPDQLVWLF�6WXGLHV��-DQXDU\�������
������4XLWH�V\PSWRPDWLF�LV�WKH�WLWOH�RI�WKH�UHFHQW�ERRN�E\�$UWKXU�6FKOHVLQJHU��-U�� 7KH�&ULVLV�RI�&RQILGHQFH� %RVWRQ��������
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