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�QRW�RQO\�D�PRGHO�RI�VHWWOHPHQW�VWUXFWXUH�EXW�RI�IXQFWLRQDO�QHWZRUNV
� DFWLYDWLRQ�RI�HQGRJHQRXV�UHJLRQDO�SRWHQWLDOV
� PRGHO�WR�EH�DSSOLHG�DW�VHYHUDO�OHYHOV
� WUDFLQJ�SRO\FHQWULVP�VKRXOG�VWDUW�IURP�WKH�����V
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7KLV�ZLOO�EH�DFFRPSOLVKHG�XVLQJ�VSHFLILF�PHWKRGV�GHSHQGLQJ�RQ�WKH�SURFHVVHV�WKDW�ZLOO�EH�GHVFULEHG�DQG�
DQDO\VHG���:KHQ�WKH�IRFXV�LV�RQ�GLVSHUVLRQ�LQ�GLIIHUHQW�YDULDEOHV�EHWZHHQ�DQG�ZLWKLQ�UHJLRQV��µV�
FRQYHUJHQFH¶�LV�SHUKDSV�WKH�PRVW�XVHIXO�PHWKRG�EDVHG�RQ�FURVV�VHFWLRQ�GDWD�EHWZHHQ�WZR�GLIIHUHQW�WLPH�
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XVHIXO�PHWKRG�DQG�LQGLFDWRU��+HUH��ERWK�PHWKRGV�ZLOO�EH�XVHG�WR�UHYHDO�WKH�WUDQVLWLRQ�DQG�
FRQYHUJHQFH�GLYHUJHQFH�SURFHVV�ZLWK�UHJDUG�WR�UHJLRQV�ZLWKLQ�WKH�(8��DQG�ZLWK�UHJDUG�WR�WKH�(8�DQG�WKH�
FDQGLGDWH�FRXQWULHV�

���0HWKRGRORJLHV�WR�EH�LPSOHPHQWHG�LQ�:3�����6SDWLDO�LPSDFW�RI�HQODUJHPHQW�RQ�WKH�(8�DQG�DFFHVVLRQ�
FRXQWULHV
(QODUJHPHQW�VFHQDULR�VWXG\���6SDWLDO�HFRQRPLF�G\QDPLFV�LQ�WKH�(8�LQ�WKH�ORQJ�WHUP�
7KH�PHWKRGRORJ\�ZLOO�VXSSRUW�WKH�QHHG�WR�SUHVHUYH�PXOWLGLPHQVLRQDO�UHSUHVHQWDWLRQV�RI�HDFK�VFHQDULR�
EDVHG�RQ�SROLF\�UHOHYDQW�VHWV�RI�LQGLFDWRUV��7KH�FHQWUHSLHFH�RI�WKLV�SURMHFW�LV�WKH�GHYHORSPHQW�RI�D�*,6�
EDVHG�LQWHJUDWHG�PRGHOOLQJ�DQG�GHFLVLRQ�VXSSRUW�V\VWHP��ZKLFK�HQDEOHV�WKH�GHYHORSPHQW�DQG�VLPXODWLRQ�
RI�WUHQG�VFHQDULR�EDVHG�RQ�´ZKDW�LI´�K\SRWKHVLV¶�WHVWLQJ��DQG�WKH�H[SORUDWLRQV�RI�WKH�FRQVHTXHQFHV�RQ�WKH�
HPHUJLQJ�HFRQRPLF�DQG�VSDWLDO�VWUXFWXUHV��RI�FKDQJLQJ�FULWLFDO�LQGLFDWRUV�VXFK�DV�WUDQVSRUWDWLRQ��]RQLQJ�
SDWWHUQV�DQG�YDULRXV�UHODWHG�ORFDWLRQDO�GHFLVLRQV�LQYROYLQJ�JURZWK�SROH�VWUDWHJ\�
(QODUJHPHQW�VFHQDULR�VWXG\����,PSDFW�DVVHVVPHQW�RI�7(1�7 DQG�7,1$�GHYHORSPHQWV�
7KH�PHWKRGRORJ\�SURSRVHG�KHUH�WR�PHDVXUH�WKH�WHUULWRULDO�HIIHFWV�RI�WUDQVSRUW�SROLFLHV�LV�WR�XVH�D�TXDVL�
SURGXFWLRQ�IXQFWLRQ�PRGHO�ZLWK�DFFHVVLELOLW\��7KLV�W\SH�RI�PRGHO�LV�EDVHG�RQ�DQ�H[WHQVLRQ�RI�WKH�
SURGXFWLRQ�IXQFWLRQ�DSSURDFK�LQ�ZKLFK�WKH�FODVVLFDO�SURGXFWLRQ�IDFWRUV�DUH�FRPSOHPHQWHG�E\�RQH�RU�PRUH�
YDULDEOHV�UHSUHVHQWLQJ�WKH�ORFDWLRQDO�DGYDQWDJH��RU�DFFHVVLELOLW\�RI�D�UHJLRQ��7KH�6$6,�PRGHO�GHYHORSHG�LQ�
WKH��WK 57'�)UDPHZRUN�(81(7�6$6,�SURMHFW��XSGDWHG�DQG�H[WHQGHG�LQ�WKH��WK 57'�)UDPHZRUN�,$621�
SURMHFW�DQG�WR�EH�XVHG�LQ�(6321�DFWLRQ�������LV�VXFK�D�NLQG�RI�PRGHO�DQG�ZLOO�EH�XVHG�IRU�WKLV�VFHQDULR�
VWXG\�

'LVFXVVLRQ�RI�SUHOLPLQDU\�UHVXOWV�DQG�D�ILUVW�LQGLFDWLRQ�RQ�SROLF\�UHFRPPHQGDWLRQV��
'XULQJ�WKH�ZHHNV�WKDW�$FWLRQ�������KDV�EHHQ�RSHUDWLYH��WKH�WUDQVQDWLRQDO�SURMHFW�JURXS�KDV�EHHQ���



���

� FRQFHQWUDWLQJ�RQ�GHYHORSLQJ�WKH�GDWDEDVH�LQ�FROODERUDWLRQ�ZLWK�(6321����
� H[SORULQJ�DQDO\VHV�RI�WKH�RSWLRQV�IRU�D�SRO\FHQWULF�GHYHORSPHQW�LQ�(DVWHUQ�(XURSH�LQ�OLJKW�RI�WKH�
SURFHVV�RI�HQODUJHPHQW
� H[SORULQJ�DQDO\VLV�RI�WKH�SUREOHPV�DQG�RSSRUWXQLWLHV�LQ�VSDWLDO�FRRSHUDWLRQ�DQG�LQWHJUDWLRQ�LQ�WKH�
HQODUJHPHQW�SURFHVV��DQG
�
��± FRQVROLGDWLQJ�SUHOLPLQDU\�VWDWHPHQWV�UHJDUGLQJ�WKH�SROLF\�DUHDV�WR�EH�DGGUHVVHG�LQ�(6321�PHDVXUH�
������

3RO\FHQWULFLW\�DQG�XUEDQ�GHYHORSPHQW�
x 7KH�SUREOHPV�DQG�WKH�RSSRUWXQLWLHV RI�WKH�XUEDQ�V\VWHPV�RI�WKH����FRXQWULHV�RI�HQODUJHPHQW�ZLWK�

UHJDUG�WR�WKHLU�SRO\FHQWULF�GHYHORSPHQW�SUHVHQW�PDQ\�UHVHPEODQFHV�EXW�DOVR�LPSRUWDQW�GLIIHUHQFHV�
x 7KH�ILUVW�FRPPRQ�SUREOHP�LV�WKH�ZHDNQHVV�RI�WKH�XUEDQ�V\VWHPV�WR�VXSSRUW�SRO\FHQWULF�WHUULWRULDO�

JURZWK��
x $OO�WKHVH�XUEDQ V\VWHPV�DUH�IRXQG��ZLWK�LPSRUWDQW�GLIIHUHQFHV�EHWZHHQ�WKHP��DZD\�IURP�WKH�VLQJOH�

*OREDO�,QWHJUDWLRQ�=RQH�RI�(8�±����7KH�XUEDQ�V\VWHPV�RI WKH�&]HFK�5HSXEOLF��6ORYDNLD��+XQJDU\�
DQG�6ORYHQLD�DUH�ORFDWHG�LQ�D[LDO�H[WHQVLRQV�RI�WKLV�*,=��7KHVH�D[LDO�H[WHQVLRQV�SUHVHQW�WKH�SRWHQWLDO�
RI IDVW�JURZWK��

x 7KH�GHYHORSPHQW RI�WKHVH�D[LDO�H[WHQVLRQV�ZLOO�FHUWDLQO\�HQFRXUDJH�WKH�XUEDQ�V\VWHP�RI�3RODQG�DV�
ZHOO��7KLV�XUEDQ�V\VWHP�KDV�WKH�SRVVLELOLW\�RI�UDSLGO\�VWUHQJWKHQLQJ�LWV�ERQGV�ZLWK�WKH�ZLGHU�%DOWLF�
UHJLRQ��

x 7KH�XUEDQ�V\VWHPV�RI�WKH�WKUHH�VPDOO�%DOWLF�FRXQWULHV�KDYH�SRVVLELOLWLHV�RI�HQKDQFLQJ�UHODWLYHO\�IDVW�
WKHLU�OLQNV�ZLWK�WKH�ZLGHU�UHJLRQ�RI�%DOWLF��DQG�WR�D�UHODWLYHO\�VPDOOHU�GHJUHH�ZLWK�WKH�FRXQWULHV�RI�&,6�
DQG�5XVVLD��

x 7KH�FRQQHFWLRQV�RI�WKH�XUEDQ�V\VWHPV�RI�WKH�%DONDQ�FRXQWULHV�ZLWK�WKH�XUEDQ�V\VWHPV�RI�FRXQWULHV�RI�
(8±���DUH�UDWKHU�ZHDN�WRGD\��ZLWK�VLJQLILFDQW�GLIIHUHQFHV�DPRQJ�WKH�GLIIHUHQW�FRXQWULHV���,Q�
FRQGLWLRQ�WKDW�WKHUH�ZLOO�EH�D�SRZHUIXO�DLG�LQWHUYHQWLRQ��WKHVH�XUEDQ�V\VWHPV�KDYH�WKH�SRVVLELOLW\�RI�
GHYHORSLQJ�WKHLU�LQWHUFRQQHFWLRQV�VR�PXFK�ZLWK�WKRVH�RI�FRXQWULHV�RI�(8��± ����DV�ZLWK�WKRVH�RI�&((�
��%ODFN�6HD�FRXQWULHV�DQG�WKH�0LGGOH�(DVW�

x $QRWKHU FRPPRQ�SUREOHP��WKDW�FRQFHUQV�WKH�ELJ�PDMRULW\�RI�FRXQWULHV�WKDW�KDYH�EHHQ�H[DPLQHG��LQ�
WKH�SURVSHFW�RI�HQODUJHPHQW��LV�WKH�FDVH�RI�RYHU�SURPRWLQJ�WKH�JURZWK�RI�FDSLWDOV�DW�WKH�H[SHQVH�RI�WKH�
UHVW�RI�WKH�XUEDQ�V\VWHPV��,W�LV�WKHUHIRUH�QHFHVVDU\�WR�SURPRWH�WKH�GHYHORSPHQW�RI�QHWZRUNV�EHWZHHQ�
WKH�LQWHUPHGLDWH�DQG�VPDOO�FLWLHV�LQ�UHODWLRQ�WR�WKH�UDSLGO\�WUDQVIRUPLQJ�UXUDO�VSDFH��LQ�RUGHU�WR�DYRLG�
LPSRUWDQW�HFRQRPLF�DQG�VRFLDO�SUREOHPV�RI�HQODUJHPHQW�RXWVLGH�WKH�FDSLWDOV�UHJLRQV�

6SDWLDO�FR�RSHUDWLRQ�DQG�LQWHJUDWLRQ�DFFHQWXDWHG�LQ�WKH�HQODUJHPHQW�SURFHVV�
x UDSLGO\�LQFUHDVLQJ�GLVSDULWLHV�DPRQJ�UHJLRQV��LQ�SDUWLFXODU�EHWZHHQ�FDSLWDO�UHJLRQV�DQG�SHULSKHULHV�RQ�

WKH�RQH�KDQG�DQG�ERUGHU�DUHDV�QHLJKERXULQJ�(8����DQG�WKH��LQWHUQDO�ERUGHUV�EHWZHHQ�&DQGLGDWH�
FRXQWULHV

x GRPLQDQW�UROH�DQG�LQFUHDVLQJ�LPSRUWDQFH�RI�ERUGHUV�DQG�KHQFH�ERUGHU�UHJLRQV��
SDUWO\�FDXVHG�E\�WKH�UHFHQW�SDUWLWLRQV�DQG�IRXQGDWLRQV�RI�QHZ�VWDWHV

x LQ�VRPH�SODFHV�QDWXUDO�EDUULHUV��PRXQWDLQ�UDQJHV��ULYHUV�ODFNLQJ�EULGJHV�DQG�DGPLQLVWUDWLYH�
VKRUWFRPLQJV�VWLOO�LQKLELW�EHWWHU�FURVV�ERUGHU�LQWHUDFWLRQ

x DW�WKH�UHJLRQV�DORQJ�WKH�ERUGHUV�QRW�RQO\�WKH�:HVW�(DVW�FDVFDGHV�RI�LQFRPH��DQG�SURGXFWLYLW\��PHHW��
EXW�DOVR�HWKQLF�WLHV�DQG�PXWXDO�NQRZOHGJH�RI�ODQJXDJHV��WKXV�FUHDWLQJ�VSHFLDO�SRWHQWLDO�IRU�JURZWK��
QRW�DOZD\V�DSSUHFLDWHG�E\�FHQWUDO�DXWKRULWLHV

x WDNLQJ�RYHU�WKH�6FKHQJHQ�ERUGHU�UHJLPH�DW�WKH�IXWXUH�H[WHUQDO�ERUGHU�ZLOO�EH�H[SHULHQFHG�DV�D�UHWXUQ�
RI�VHULRXV�UHVWULFWLRQ�DW�ERWK�VLGHV�RI�WKH�QHZ�ERUGHU�OLQH

x SDUW�RI�WKH�OHJDF\�RI�WKH�WUDGLWLRQDO�FHQWUDOO\�RUJDQLVHG�SROLWLFDO�V\VWHP�WKDW�LWV�UHJLRQDOLVDWLRQ�HIIRUWV�
VKRZV��WRS�GRZQ��IHDWXUHV�ZKHUHDV�WKH�H[SHULHQFH�ZLWKLQ�WKH�(XURSHDQ�8QLRQ�LV�WKDW�UHJLRQDO�
GHYHORSPHQW�LV�GULYHQ�PRVW�E\�GHFHQWUDOLVHG�XQLWV�RI�JRYHUQDQFH

x GLIIHUHQW�VWDWHV�RI�WKH�SURFHVV�RI�UHJLRQDOLVDWLRQ�EHWZHHQ�WKH�&DQGLGDWH�FRXQWULHV
:HDOWK�GLIIHUHQWLDOV�FDQ�EH�UHJDUGHG�DV�SUREOHPV�LQ�RQH�ZD\�EXW�DOVR�DV�FKDQFHV�



���

)LUVW�LQGLFDWLRQ�RI�SROLF\�UHFRPPHQGDWLRQV�WR�EH�HODERUDWHG�LQ�WKH�IXWXUH�ZRUN�RI�(6321�������
�� %DODQFHG�ZLGHQLQJ�RI�WKH�(8�WUDQVSRUW�QHWZRUN
�� 1HZ�IRUPV�RI�FURVV�ERUGHU�FRRSHUDWLRQ�
�� 3ROLF\�WKDW�VXSSRUWV�VXVWDLQDEOH�GHYHORSPHQW�LQ�WKH�HFRQRPLF��VRFLDO��HFRORJLFDO�DQG�

RUJDQL]DWLRQDO�VHQVHV
�� 5HFRPPHQGDWLRQV�IRU�D�ERWWRP�XS�SHUVSHFWLYH�DQG�IRUXPV�IRU�VWDNHKROGHUV�LQYROYHG��QHZ�IRUPV�

RI�SDUWQHUVKLSV
,Q�H[SORULQJ�WKH�W\SHV�RI�SROLF\�UHFRPPHQGDWLRQV�WKDW�DUH�OLNHO\�WR�FRPH�RXW�DW�IROORZLQJ�VWDJHV�RI�WKH�
SURFHVV�RI�HQODUJHPHQW��ZH�HVWLPDWH�WKDW�ZH�ZLOO�EH�DEOH�WR�GLVFXVV�SUH�FRQGLWLRQV�DQG�QHHGV�IRU�D�PRUH�
EDODQFHG�ZLGHQLQJ�RI�WKH�(8�WUDQVSRUW�QHWZRUNV��7KLV�ZLOO�EH�QHHGHG�DV�D�WRRO�IRU�D�PRUH�SRO\FHQWULF�
GHYHORSPHQW�DW�GLIIHUHQW�OHYHOV�DQG�WR�VLPXODWH�JURZWK�DQG�FRKHVLRQ�WKH�ZKROH�(6321�WHUULWRU\�
1HZ�IRUPV�RI�FURVV�ERUGHU�FRRSHUDWLRQ�ZLOO�EH�UHFRPPHQGHG�WR�FRSH�ZLWK�WKH�GLIIHULQJ�OHYHOV�RI�
IXQFWLRQDOLW\�DQG�GHPRFUDWLF�HPSRZHUPHQW�LQ�WKH�QHZ�ERUGHU�]RQHV��7HQWDWLYHO\��ZH�H[SHFW�WKH�KLJKHVW�
OHYHOV�RI�ERWK�IXQFWLRQDOLW\�DQG�GHPRFUDWLF�SRZHU�WR�EH�IRXQG�LQ�WKH�ODQG�EDVHG�ERUGHU�UHJLRQV�ZLWKLQ�
FXUUHQW�(8��
7KH�QH[W�KLJKHVW�OHYHOV�RI�ERWK�LQGLFDWRUV�DUH�H[SHFWHG�WR�EH�IRXQG�LQ�(8���ERUGHUV�WR�WKH�&DQGLGDWH�
&RXQWULHV�RI�3RODQG��WKH�&]HFK�5HSXEOLF��+XQJDU\�DQG�6ORYHQLD�
$W�WKH�ORZHVW�OHYHO�RI�IXQFWLRQDO�LQWHJUDWLRQ�DQG�GHPRFUDWLF�SDUWLFLSDWLRQ��ZH�K\SRWKHVLVH�WR�ILQGW�KH�
IXWXUH�H[WHUQDO�ERUGHUV�RI�WKH�QHZ�(8���
:H�UHFRPPHQG�D�ERWWRP�XS�SHUVSHFWLYH�DQG�LPSURYHG�IRUXPV�IRU�VWDNHKROGHUV�LQYROYHG�DW�DOO�UHJLRQDO�
VFDOHV��7KLV PHDQV�WKDW�QHZ�SDUWQHUVKLSV�VKRXOG�GHYHORS�LQ�RUGHU�WR�HQVXUH�YHUWLFDO�SROLWLFDO�FRRSHUDWLRQ�
DQG�KRUL]RQWDO�LQWHJUDWLRQ�RI�SROLF\�VHFWRUV��)LQDOO\��RXU�SROLF\�UHFRPPHQGDWLRQV�ZLOO�GHDO�ZLWK�WKH�
RYHUDOO�REMHFWLYH�RI�D�VXVWDLQDEOH�GHYHORSPHQW�

8SGDWH�RI�SURMHFW�RSHUDWLRQV���
7KH�(6321�PHDVXUH�������´7KH�SDUWLFXODU�HIIHFWV�RI�HQODUJHPHQW�RI�WKH�(8�DQG�EH\RQG�RQ�WKH�
SRO\FHQWULF�VSDWLDO�WLVVXH�ZLWK�VSHFLDO�DWWHQWLRQ�RQ�GLVFRQWLQXLWLHV�DQG�EDUULHUV´�LQ�WKH�IRUP�RI�RXU�SURMHFW�
´2SWLRQV�IRU�VSDWLDOO\�EDODQFHG�GHYHORSPHQWV�LQ�WKH�HQODUJHPHQW�RI�WKH�(8��2'(1�´�LQLWLDWHG�ZRUN�LQ�
-DQXDU\�������$�NLFN�RII�PHHWLQJ�KHOG�LQ�6WRFNKROP�RQ�-DQXDU\�������ZDV�DWWHQGHG�E\�DOO�SDUWQHUV�DQG�
FRQWULEXWHG�JDLQLQJ�FRQVHQVXV�RQ�WKH�FRQFHSWV��PHWKRGRORJLHV�DQG�LQGLFDWRUV�XWLOLVHG�E\�WKLV�SURMHFW��DV�
ZHOO�DV�PDNLQJ�WKH�WLPHWDEOH�DQG�ZRUN�VFKHGXOH�PRUH�SUHFLVH��
&RQWUDFWV�EHWZHHQ�WKH�/HDG�SDUWQHU��.7+��DUH�LQ�WKH�SURFHVV�RI�EHLQJ�VLJQHG�ZLWK�HDFK�RI�WKH�SDUWQHUV�
DQG�WKH�PHHWLQJ�EXGJHW�KDV�EHHQ�UHGLVWULEXWHG�WR�UHIOHFW�WKDW�IDFW�WKDW�.7+�GRHV�QRW�KDYH�WR�SD\�9$7�RQ�
VHUYLFHV�UHQGHUHG�
2'(1�������KDV�DOVR�ZHOFRPHG�D�QHZ�$VVRFLDWH�3DUWQHU�LQWR�RXU�WUDQVQDWLRQDO�JURXS��$V�6ZLW]HUODQG�KDV�
QRZ�EHFRPH�D�IXOO�PHPEHU�RI�(6321�ORRN�IRUZDUG�WR�FRRSHUDWLRQ�ZLWK�WKH�,QVWLWXWH�IRU�(FRQRPLF�	�
5HJLRQDO 6WXGLHV�DW�WKH�8QLYHUVLW\�RI�1HXFKDWHO��UHSUHVHQWHG�E\�3URIHVVRU�2OLYLHU�&UHYRLVLHU��



���

���6KRUW�SUHVHQWDWLRQ�RI�DSSURDFKHV��PHWKRGRORJLHV��W\SRORJLHV�DQG�FRQFHSWV

����$SSURDFKHV

(QODUJHPHQW�RI�WKH�(XURSHDQ�8QLRQ�E\�WKH�DFFHVVLRQ�RI�WUDQVIRUPLQJ�HFRQRPLHV�DQG�VRFLHWLHV�ZLOO�KDYH�
SDUWLFXODU�HIIHFWV�RQ�WKH�ILEUH�RI�WKH�(XURSHDQ�WHUULWRU\��HVSHFLDOO\�DW�WKH�LQWHUQDO�DQG�H[WHUQDO�ERUGHU�
UHJLRQV��7KHVH�HIIHFWV�ZLOO�UHTXLUH�PRUH�HPSKDVLV�RQ�EDODQFHG�DQG�VXVWDLQDEOH�VSDWLDO�GHYHORSPHQW��ZLWK�
VSHFLDO�DWWHQWLRQ�WR�WKH�LVVXHV�RI�WUDQVLWLRQDO�SROLWLFDO�DQG�DGPLQLVWUDWLYH�V\VWHPV��SRVVLEOH�JHRJUDSKLF�
SRODULVDWLRQ��FDSULFLRXV�GHYHORSPHQW�RI�WHFKQLFDO�LQIUDVWUXFWXUH��HQYLURQPHQWDO�VWUHVV�DQG�D�VKULQNLQJ�
SXEOLF�VHFWRU��
7KH�VSHFLILF WDVNV IRU�$FWLRQ�������DUH�WR�

x 'HILQH�WKH�DSSURSULDWH�JHRJUDSKLFDO�OHYHO�LPSDFW�DQDO\VLV�RI�VFHQDULRV
x ,GHQWLI\�UHOHYDQW�LQGLFDWRUV�RQ�VSDWLDOO\�EDODQFHG�GHYHORSPHQWV
x ,GHQWLI\�XVDEOH�DQG�FRPSDUDEOH�GDWD
x $QDO\VH�DQG�GLDJQRVH�WKH�FXUUHQW�VWDWH�RI�WKH�VSDWLDO�VWUXFWXUH�SDUWLFXODUO\�LQ�&DQGLGDWH�FRXQWULHV�

DQG�LQ�WKH�SUHVHQW�(8�ERUGHU�UHJLRQV��$QDO\VH�WKH�FXUUHQW�IORZV�DQG�LQWHUDFWLRQ�ZLWKLQ�WKH�XUEDQ�
V\VWHP��LQ�SDUWLFXODU�&DQGLGDWH�FRXQWULHV�DQG�DW�WKH�SUHVHQW�(8�ERUGHU�UHJLRQV

x 'HYHORS�VFHQDULRV�DQG�DFFRPSOLVK�WHUULWRULDO�LPSDFW�DVVHVVPHQW�RI�WKH�HQODUJHPHQW�SURFHVV�DQG�
WKH�GHYHORSPHQW�RI�WKH�7(1�DQG�7,1$�QHWZRUN��

x 6XJJHVW�SROLF\�RSWLRQV�WR�DFKLHYH�D�EDODQFHG�VSDWLDO�GHYHORSPHQW�LQ�WKH�FRXUVH�RI�(8�
HQODUJHPHQW�

$FFRUGLQJ�WR�WKH�&RQWUDFW IRU�(6321�SURMHFW��������YHUVLRQ������������WKH��VW ,QWHULP�UHSRUW�LQ�0D\�
�����VKRXOG�UHSRUW�SURJUHVV�PDGH�RQ�

x &RQVHQVXV�RQ�LQGLFDWRUV�DQG�GDWD�QHHGHG�WR�GHYHORS�D�QHZ�GDWDEDVH��LQFOXGLQJ�WHUULWRULDO�
LQGLFDWRUV�DQG�WKH�IDFLOLWLHV�QHHGHG�IRU�PDSPDNLQJ�

x $�ILUVW�OLVW�RI�VWDWLVWLFDO�DQG�JHRJUDSKLFDO�GDWD
x $�ILUVW�RYHUYLHZ�RQ�FRQFHSWV�DQG�PHWKRGRORJ\�WR�EH�DSSOLHG
x 'LVFXVVLRQ�RI�SUHOLPLQDU\�UHVXOWV
x $�ILUVW LQGLFDWLRQ�RQ�SROLF\ UHFRPPHQGDWLRQV�
x HVWDEOLVKPHQW�RI�D�QHZ�GDWD�EDVH
x $�VHFRQG UHYLVHG�DQG�H[WHQGHG�UHTXHVW�IRU�IXUWKHU�LQGLFDWRUV

����2XWOLQH�RI�0HWKRGRORJLHV�LQ������

�������0HWKRGRORJLHV� � WR� EH� XVHG� LQ�:3� ��'LDJQRVLV�� 6SDWLDO� WLVVXH�� SRO\FHQWULVP� DQG� GLVFRQWLQXLW\� LQ�
FDQGLGDWH�FRXQWULHV�DQG�ERUGHU�UHJLRQV
:RUN�SDFNDJH ��ZLOO�H[DPLQH�VSDWLDO�VWUXFWXUH�DQG�WUDQVIRUPDWLRQ�LQ�WKH�HQODUJHPHQW�SURFHVV��7KHUHIRUH�D�
GHHSHU�ORRN�DW�VSDWLDO�WLVVXH��SRO\FHQWULVP�DQG�GLVFRQWLQXLW\�LQ�WKH�FDQGLGDWH�FRXQWULHV�DQG�LQ�SDUWLFXODU�
ERUGHU�UHJLRQV�LV�QHFHVVDU\��7KUHH�FDWHJRULHV�RI�ERUGHU�UHJLRQV�DUH�FRQVLGHUHG

x 7KH�ERUGHU�EHWZHHQ�WKH�(8���DQG�(8�����
x WKH�LQWHUQDO�ERUGHUV�EHWZHHQ�WKH�PHPEHU�VWDWHV��
x ERUGHUV�EHWZHHQ�WKH�SUHVHQW�FDQGLGDWH�VWDWHV DQG�
x WKH�QHZ�H[WHUQDO�ERUGHUV

%HVLGHV�WKH�GHVFULSWLRQ�DQG�PDSSLQJ�RI�WKH�JHQHUDO�VSDWLDO�WLVVXH��WKH�DQDO\VHV�ZLOO�IRFXV�RQ�VSDWLDO�
GLVFRQWLQXLWLHV�DQG�EDUULHUV��LQWHUDFWLRQ�DQG�FR�RSHUDWLRQ�DQG�WKH�SRO\FHQWULVP�FRQFHSW�DV�D�PDLQ�VWUDWHJ\��
IRU�WHUULWRULDO�FRKHVLRQ��
��
7KH�IROORZLQJ�WKUHH�GLPHQVLRQV�DUH�FUXFLDO�IRU�KDQGOLQJ�WKLV�VXEMHFW��



����

D� WKH�SURFHVV�RI�VSDWLDO�LQWHUDFWLRQ
E� WKH�FKDUDFWHULVWLFV�DQG�WHUULWRULDO�YDULDWLRQ�LQ�WKH�VSDWLDO�WLVVXH��DQG�
F� HYDOXDWLRQ�RI�VSDWLDO�FR�RSHUDWLRQ�DQG�LQWHJUDWLRQ�

,Q�SDUWLFXODU�WKH�VRFLR�HFRQRPLF�IXQFWLRQDOLW\�RI�GLIIHUHQW�UHJLRQV�DQG�ODUJHU�WHUULWRULHV��LQFOXGLQJ�D�
FRPSLODWLRQ�RI�UHOHYDQW�QDWLRQDO�VWXGLHV�ZLWK�(XURSHDQ�IRFXV��ZLOO�EH�DQDO\VHG��7KH�HPHUJHQFH�RI�
LQWHJUDWLRQ�]RQHV�DW�WKH�WUDQVQDWLRQDO�DQG�JOREDO�OHYHOV�ZLOO�EH�DQDO\VHG��
�D� 0HWKRGRORJ\�IRU�WKH�DQDO\VLV�RI�SDWWHUQV�RI�VSDWLDO�LQWHUDFWLRQ
7KH�ILUVW�VWHS�LQ�WKLV�VWXG\�LV�WR DQDO\VH�DQG�PDS�FXUUHQW�SDWWHUQV�RI��IORZV�RI�JRRGV�DQG�SHRSOH LQ�DQG�
DFURVV�ERUGHU�UHJLRQV�LQ�WKH�(DVWHUQ�SDUWV�RI�WKH�(8��7KLV�ZLOO�EH�GRQH�ZLWK�H[LVWLQJGDWD��$V�IDU�DV�
SRVVLEOH��FRQFHUQLQJ�OHYHO�RI�DYDLODEOH�IORZ�GDWD��VSDWLDO�LQWHUDFWLRQV�ZLOO�EH�DQDO\VHG�LQ�WUHPV�RI��

x GLUHFW�IRUHLJQ�LQYHVWPHQWV�
x JRRGV�WUDQVSRUW�IORZV�DQG�RU�WUDGH�IORZV
x PLJUDWLRQ�IORZV
x FURVV�ERUGHU�SDVVHQJHU�IORZV�

7KH�YROXPH�DQG�RULHQWDWLRQ�RI�IORZV�ZLOO�EH�HYDOXDWHG�ZLWK�UHIHUHQFH�WR�LQVWLWXWLRQDO�EDUULHUV�WR�WUDGH�DQG�
PLJUDWLRQ
7KH�IROORZLQJ�VWHS�LV�WR�SXUVXH�DFFHVVLELOLW\�PRGHOOLQJ��ZKLFK�ZLOO�EH�IROORZHG�XS�LQ�:3���ZLWK�
FRQVWUXFWLRQ�RI�VFHQDULRV���7KH�LGHD�LV�WR�SURYLGH�D W\SRORJ\�RI�1876���UHJLRQV�EDVHG�RQ�WKHLU�
DFFHVVLELOLW\�WR�FDQGLGDWH�FRXQWULHV�EHIRUH DQG�DIWHU HQODUJHPHQW�DQG�7(1�7�7,1$�QHWZRUN�GHYHORSPHQW��
7KLV�ZRXOG�VKRZ�ZKLFK�UHJLRQV�DOUHDG\�KDYH�D�JRRG�ORFDWLRQ�ZLWK�UHVSHFW�WR�FDQGLGDWH�FRXQWULHV�DQG�
ZKLFK�UHJLRQV�ZRXOG�EHQHILW�LQ�WKH�IXWXUH�IURP�WKH�FRPELQDWLRQ�RI�SROLWLFDO�HFRQRPLF�LQWHJUDWLRQ�DQG�
LQIUDVWUXFWXUH�GHYHORSPHQW�DQG�ZKLFK�UHJLRQV�ZRXOG�ORVH�GXH�WR�WKHLU�QHZO\�DFTXLUHG�SHULSKHUDO�VWDWXV�
�E��$QDO\VLV�RI�WKH�GHYHORSPHQW�RI�WKH�VSDWLDO�WLVVXH
7KH�ILUVW�VWHS�LV�DQ�DQDO\VLV�RI�WKH�FXUUHQW�QHWZRUN�RI�FLWLHV�UHJLRQV�LQ�WKH�FDQGLGDWH�FRXQWULHV��7KLV�ZLOO�EH�
GRQH�E\�DSSO\LQJ�PHWKRGV�GHYHORSHG�ZLWKLQ�QHWZRUN�WKHRU\��:H�ZLOO�DQDO\VH�KRPRJHQHLW\��
GLVFRQWLQXLWLHV�DQG�PXOWLVFDODU�SRVLWLRQ��

x ZHDOWK�GLIIHUHQWLDO�EHWZHHQ�QHLJKERXULQJ�UHJLRQV
x G\QDPLFV�RI�UHJLRQV�
x VSDWLDO�VWUXFWXUHV�LQ�WKH�OLJKW�RI�WKH�FRQFHSW�RI�SRO\FHQWULF�GHYHORSPHQW��DSSOLFDWLRQ�RI�UHVXOWV�RI�

(6321���������
x EDUULHU�HIIHFWV�E\�QDWXUDO��HFRQRPLF��FXOWXUDO�DQG�DGPLQLVWUDWLYH�FLUFXPVWDQFHV��

'HSHQGLQJ�RQ�WKH�DYDLODELOLW\�DQG�XVDELOLW\�RI�GDWD���WKH�VSDWLDO�UHVSRQVH�ZLWKLQ�FDQGLGDWH�FRXQWULHV�WR�
FRQYHUJHQFH FULWHULD�ZLOO�EH�DQDO\VHG�

3HUIRUPDQFH�LQGLFDWRUV�
&RPSHWLWLYHQHVV
EXVLQHVV�DFWLYLWLHV�
SURGXFWLYLW\
HFRQRPLF�SHUIRUPDQFH
DWWUDFWLRQ�IRU�LQYHVWPHQWV

5HVRXUFHV�IRU�WKH�IXWXUH�± SRWHQWLDO�
KXPDQ�UHVRXUFHV
5	'�H[SHQGLWXUH
SDWHQWV
&305�LQGLFDWRUV�RQ�SRO\FHQWULFLW\
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SROLF\�LQGLFDWRUV

$�ILUVW�LQGLFDWLRQ�RI��SROLF\�UHFRPPHQGDWLRQV�ZKLFK�ZLOO�HPHUJH�IURP�WKLV�VWXG\��FRQFHUQ�

x 3ROLF\�RSWLRQV�WR�OLEHUDWH�V\QHUJLHV�LQ�HPHUJLQJ�XUEDQ�V\VWHPV
x )RUPXODWH�LQVWUXPHQWV�WKDW�ZRXOG�KHOS�WR�LPSURYH�WKH�HFRQRPLF�DQG�SRSXODWLRQ�GHYHORSPHQW�RI�

FLWLHV�VLWXDWHG�LQ�SHULSKHUDO�UHJLRQV
'HYHORS�LQVWUXPHQWV�WR�SURPRWH�DFWLRQV�WR��IRVWHU�VSDWLDO�HIIHFWV��HVSHFLDOO\�LQ�UHJLRQV�VXUURXQGLQJ�
FDSLWDO�FLWLHV

,Q�WKH�VHFRQG�VWHS�ZH�ZLOO�XWLOLVH�ERWK�JOREDO�DQG�ORFDO�VSDWLDO�DXWRFRUUHODWLRQ�LQGLFHV�LQ�LQYHVWLJDWLQJ�WKH�
QHWZRUNV�RI�VSDWLDO�SDWWHUQV�RI�UHJLRQDO�GHYHORSPHQW�LQ�FDQGLGDWH�FRXQWULHV��DQG�LQ�FURVV�ERUGHU�UHJLRQV�
RI�(8�FDQGLGDWH�FRXQWULHV�
7KH�JOREDO�VSDWLDO�DXWRFRUUHODWLRQ�LQGLFHV�PHDVXUH�WKH�RYHUDOO�H[WHQW�RI�VSDWLDO�GHSHQGHQF\�DQG�FOXVWHULQJ��
EXW�WKH\�GR�QRW�SURGXFH�HQRXJK�LQIRUPDWLRQ�FRQFHUQLQJ�WKH�FKDUDFWHULVWLFV�RI�LQGLYLGXDO�ORFDWLRQV��,Q�WKH�
ORFDO�DXWRFRUUHODWLRQ�DQDO\VLV��KRZHYHU��HDFK�ORFDWLRQ�LQ�WKH�GDWD�VHW�LV�FRQVLGHUHG�VHSDUDWHO\��DQG�DQ�
DXWRFRUUHODWLRQ�PHDVXUH�LV�GHULYHG�IURP�GDWD�FRQFHUQLQJ�LWV�ORFDO�QHLJKERXUKRRG��7KLV�DOORZV�WKH�UHVXOWV�
RI�WKH�FURVV�VFDOH�DQDO\VLV�WR�EH�YLVXDOLVHG DV�D�PDS�UDWKHU�WKDQ�SUHVHQWHG�DV�D�VLQJOH�VWDWLVWLF�RU�WDEOH���
7KH�UHVXOWV�PD\�LQGLFDWH��IRU�H[DPSOH��WHQGHQFLHV�WRZDUGV�

x PRVDLF�OLNH�XUEDQ�UXUDO�GLYHUJHQFH
x UHJLRQDOO\�FOXVWHUHG�HFRQRPLF�G\QDPLFV
x RU�VSDWLDOO\�VWDEOH�FRKHVLRQ�DQG�FRQYHUJHQFH�LQ�FDQGLGDWH�FRXQWULHV��DQG�LQ�FXUUHQW�FURVV�ERUGHU�

DUHDV�RI�WKH�(8�
7KH�VWXG\�FRQWLQXHV�WKH�ZRUN�RI�WKH�63(63�VWXG\�VSDWLDO�LQWHJUDWLRQ�DQG�JLYHV�QHZ�LQVLJKWV�WR�VSDWLDO�
VWUXFWXUH�RI�UHJLRQDO�G\QDPLFV�LQ�(XURSH��7KH�UHVXOWV�DUH�SUHVHQWHG�DV�PDSV��FRPSDULQJ�QHLJKERXULQJ�
UHJLRQV��7KH�LVVXHV�WR�EH�GHDOW�ZLWK�LQ�WKH��QG ,QWHULP�UHSRUW�DQG�ZKLFK�ZLOO�EH�DQVZHUHG�PRUH�SURSHUO\�LQ�
IROORZLQJ�UHSRUWV�DUH�

x ZKDW�FKDUDFWHUL]HV�WKH�WKH�VSDWLDO�SDWWHUQ�RI��GHYHORSPHQW�LQ�ROG�DQG�QHZ�(8FURVV�ERUGHU�
UHJLRQV�

x ZKHUH�DUH�WKH�KLJK�DQG�ORZ�VSDWLDO�FOXVWHUV�RI�HFRQRPLF�G\QDPLFV�ORFDWHG�
x KRZ�FDQ�WKH�WKH�SKHQRPHQRQ�RI�HFRQRPLF�FRQYHUJHQFH�GLYHUJHQFH�ZLWKLQ�WKH�ORFDO�

QHLJKERUKRRG�FRQFHUQHG��EH�YLVXDOLVHG
x ZKDW�LV�WKH�UROH�RI�GLIIHUHQW�W\SHV�RI�FLWLHV�DQG�UHJLRQV�DV�JURZWK�SROHVLQ�UHJLRQDO�GHYHORSPHQW�

LQ�FDQGLGDWH�FRXQWULHV�
)LUVW�LQGLFDWLRQV�RQ�SROLF\�RULHQWDWLRQV�
$W�WKH�HQG��WKH�SROLF\�LPSOLFDWLRQV�RI�WKH�DQVZHUV�WR�WKHVH�TXHVWLRQV�ZLOO�EH�HYDOXDWHG�
'DWD�VRXUFHV�DQG�SURMHFW�LPSOHPHQWDWLRQ
7KH�GDWDVHW�WR�EH�XVHG�LQ�WKLV�DQDO\VLV�LV�LQWHQGHG�WR�FRYHU�WKH�SHULRG������������7KH�ILQDO�OLVW�RI�
LQGLFDWRUV�� DV�ZHOO�DV�WKH�VSDWLDO�VFDOH�WR�EH�XVHG�DQG�WKH�UHJLRQV�FRXQWULHV�LQFOXGHG�� LV�GHFLGHG�RQ�WKH�
EDVLV�RI�WKH�UHVXOWV�IURP�WKH�GDWD�LQYHQWRU\�PRGXOH��:3���7KH�VSDWLDO�VWDWLVWLFV�VRIWZDUH�XVHG�LQ�WKH�
DQDO\VLV�LV�$UF*,6������
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6SDWLDO�FRRSHUDWLRQ�DQG�LQWHJUDWLRQ�OHDGLQJ�WR�FRQYHUJHQFH�GLYHUJHQFH
7KH�TXHVWLRQ�LV�ZKLFK�DSSURDFKHV�DUH�WR�EH�IROORZHG�WRZDUGV�D�QHZ�WUDQVQDWLRQDO�DQG�FURVV�ERUGHU
LQWHJUDWLRQ��WDNLQJ�LQWR�FRQVLGHUDWLRQ�HYHQ�VHD�ERUGHUV�EHWZHHQ�WZR�FRXQWULHV��:H�ZLOO�LGHQWLI\�WKH�
JHQHUDO�GLVFRQWLQXLWLHV�DQG�EDUULHUV�DW�(XURSHDQ�VFDOH�XVLQJ�WKH�IROORZLQJ�LQGLFDWRUV��GLIIHUHQFHV�LQ�ZHDOWK�
RU�XQHPSOR\PHQW��EDUULHUV�WR�UHVLGHQWLDO�PLJUDWLRQ�RU�FURVV�ERUGHU�FRPPXWLQJ�
7KLV�ZLOO�EH�DFFRPSOLVKHG�XVLQJ�VSHFLILF�PHWKRGV�GHSHQGLQJ�RQ�WKH�SURFHVVHV�WKDW�ZLOO�EH�GHVFULEHG�DQG�
DQDO\VHG��:KHQ�WKH�IRFXV�LV�RQ�GLVSHUVLRQ�LQ�GLIIHUHQW�YDULDEOHV�EHWZHHQ�DQG�ZLWKLQ�UHJLRQV��µV�
FRQYHUJHQFH¶�LV�SHUKDSV�WKH�PRVW�XVHIXO�PHWKRG�EDVHG�RQ�FURVV�VHFWLRQ�GDWD�EHWZHHQ�WZR�GLIIHUHQW�WLPH�
SHULRGV��E�FRQYHUJHQFH�LV�XVHG�ZKHQ�WLPH�VHULHV�DUH�XVHG�DQG�LQGLFDWHV�KRZ�IDVW�RU�VORZ�GLIIHUHQW�UHJLRQV�
DUH�FKDQJLQJ� ,Q�DQDO\VHV�RI�UHJLRQV�RU�QDWLRQV�DW�TXLWH�GLIIHUHQW�OHYHOV�E�FRQYHUJHQFH�LV�SHUKDSV�WKH�PRVW�
XVHIXO�PHWKRG�DQG�LQGLFDWRU��+HUH��ERWK�PHWKRGV�ZLOO�EH�XVHG�WR�UHYHDO�WKH�WUDQVLWLRQ�DQG�
FRQYHUJHQFH�GLYHUJHQFH�SURFHVV�ZLWK�UHJDUG WR�UHJLRQV�ZLWKLQ�WKH�(8��DQG�ZLWK�UHJDUG�WR�WKH�(8�DQG�WKH�
FDQGLGDWH�FRXQWULHV��VHH�H�J��%XWWRQ�DQG�3HQWHFRVW���������
%\�XVLQJ�LQGLFDWRUV�RI�FRQYHUJHQFH�DQG�GLYHUJHQFH�LW�LV�SRVVLEOH�WR�DVVHVV�FRQWLQXLWLHV�DQG�GLVFRQWLQXLWLHV
LQ�WUDQVLWLRQ�SURFHVVHV��$FFRUGLQJ�WR�QHR�FODVVLFDO�HFRQRPLF�WKHRU\�FRQYHUJHQFH�LV�DQ�LQGLFDWLRQ�RI�
LQWHJUDWLRQ�DQG�EHWWHU�UHVRXUFH�DOORFDWLRQ��$FFRUGLQJ�WR�FHQWUH�SHULSKHU\�PRGHOV��GLYHUJHQFH�EHWZHHQ�
UHJLRQV�PD\�EH�DQ�LQGLFDWRU�RI�LQFUHDVHG�LQWHJUDWLRQ�± WKH�µEDFNZDVK�HIIHFW¶�LV�ODUJHU�WKDQ�WKH�µVSUHDG�
HIIHFW¶��VHH�H�J��0\UGDO���������
%\�DQDO\VLQJ�FURVV�ERUGHU�PRELOLW\ RI�GLIIHUHQW�W\SHV�LW�LV�SRVVLEOH�WR�ILQG�LQGLFDWRUV�RI�ERWK�LQWHJUDWLRQ�
DQG�EDUULHUV��,QFUHDVHG�PRELOLW\�DUH�JHQHUDOO\�D�VLJQ�RI�LQFUHDVHG�LQWHJUDWLRQ��HVSHFLDOO\�LI�LW�LV�QRW�D�RQH�
ZD\�SURFHVV��,QFUHDVHG�SDWWHUQV�LQ�FRPELQDWLRQ�ZLWK�FRQYHUJHQFH�LQ�LQFRPH�DQG�ZHDOWK�SURYLGH�
LQGLFDWLRQV�RQ�D�ZHOO�IXQFWLRQLQJ�LQWHJUDWLRQ�SURFHVV�ZLWKRXW�DEUXSW�GLVFRQWLQXLWLHV��,QFUHDVHG�RQH�ZD\�
PLJUDWLRQ�LQ�FRPELQDWLRQ�ZLWK�GLYHUJHQFH�LQ�LQFRPHV�UHVXOWV�LQ�VSDWLDO�SRODULVDWLRQ�

%\�XVLQJ�WKHVH�W\SRORJLHV�LW�LV�SRVVLEOH�WR�DQDO\VH�FRRSHUDWLRQ�LQ�WKH�LQWHJUDWLYH�SURFHVV�DQG�KDPSHULQJ�
EDUULHUV�ZLWK�UHJDUG�WR�WUDQVQDWLRQDO�DQG�FURVV�ERUGHU�UHJLRQV�LQ�D�VLPSOH�DQG�LOOXVWUDWLYH�ZD\�
7KH�FUXFLDO�K\SRWKHVHV�UHJDUGLQJ�SURFHVVHV�RI�6SDWLDO�FR�RSHUDWLRQ�DQG�LQWHJUDWLRQ�DUH��
,QWHJUDWLRQ�LQWR�WKH�JURZLQJ�(XURSHDQ�8QLRQ�LV��RI�FRXUVH��D�PDMRU�JRDO�RI�WKH�ZKROH�'DQXEH�UHJLRQ��
+RZHYHU��LQWHJUDWLRQ�ZLWKLQ�WKH�'DQXEH�UHJLRQ��EHWZHHQ�WKH�FRXQWULHV�DV�ZHOO�DV�ZLWKLQ�WKH�FRXQWULHV��KDV�
WR�EH�FRQVLGHUHG�QRW�RQO\�DQ�HTXLYDOHQW�JRDO��EXW��ILUVW�DQG�IRUHPRVW��WKH�PDLQ�URXWH�WR�HFRQRPLF�
SURVSHULW\�LQ�WKH�'DQXEH�5HJLRQ��1HLJKERXUKRRG�LV�WKH�NH\�RI�FRKHVLRQ��7KHUH�DUH�DOUHDG\�H[LVWLQJ�
SURPLVLQJ�VWRULHV�RI�FURVV�ERUGHU�LQVWLWXWLRQV�OLNH�(85(*,2�RU�FLW\�QHWZRUNV�DQG�RWKHU�FR�RSHUDWLRQV�

:3���DOVR�LQFOXGHV�D�FRPSDUDWLYH�DQDO\VLV�RI�RWKHU�H[SUHVVLRQV�RI�WKH��LQWHJUDWLRQ�SURFHVVHV�LQ��
WUDQVQDWLRQDO�DQG�FURVV�ERUGHU�UHJLRQV��7KH�DQDO\VLV�LQFOXGHV�FURVV�ERUGHU�UHJLRQV�EHFRPLQJ�LQVLGHUV�LQ�
DQ�HQODUJHG�(8�DV�ZHOO�DV�RQJRLQJ�DQG�SRWHQWLDO�FRRSHUDWLRQ�EHWZHHQ�(8�UHJLRQV�DQG�IXWXUH�
QHLJKERXULQJ�UHJLRQV���7KH�EDVLF�PHWKRG�ZLOO�EH�GHULYHG�IURP�FXUUHQW�DGYDQFHV�LQ�QHWZRUN�WKHRU\��7KH�
PHWKRG�RI�UHVHDUFK�ZLOO�DOVR�HQFRPSDVV�DQDO\VHV�RI�UHOHYDQW�H�J�,QWHUUHJ�SURJUDPPH�HYDOXDWLRQV�DQG�
VWXGLHV�ZLWK�(XURSHDQ�IRFXVHV�XVLQJ�VWDWLVWLFDO�HYDOXDWLRQ�DQDO\VHV�LQ�RUGHU�WR�TXDQWLI\�UHODWLRQVKLSV�DQG�
PDS�WKH�UHVXOWV

� .��%XWWRQ� DQG� (�� 3HQWHFRVW�� ������ 5HJLRQDO� (FRQRPLF� 3HUIRUPDQFH� ZLWKLQ� WKH� (XURSHDQ�8QLRQ�� (GZDUG� (OJDU�
3XEOLVKLQJ�� &KHOWHQKDP�� 8.� DQG� 1RUWKDPSWRQ��0$�� �� )RU� D� PRUH� WKRURXJK� GLVFXVVLRQ� RI� GLIIHUHQW� FRQYHUJHQFH�
FRQFHSWV��VHH�%DUUR�DQG�6DOD�L�0DUWLQ��������
� *��0\UGDO��������(FRQRPLF�7KHRU\�DQG�8QGHUGHYHORSHG�5HJLRQV��0DFPLOODQ��/RQGRQ�
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:RUN�SODQ�DQG�GLYLVLRQ�RI�ODERXU�:3��XQWLO��QG�,QWHULP�UHSRUW
D��'HYHORSPHQW�RI�VSDWLDO�WLVVXH
5HFRUGLQJ��DQDO\VLQJ�DQG�PDSSLQJ�RI�LQGLFDWRUV�RQ�WKH�GHYHORSPHQW�RI�WKH�XUEDQ�V\VWHP�DQG�WKH�SURFHVVV�
RI�VSDWLDO�LQWHJUDWLRQ��$QDO\VLV�RI�DW�WKH�WLPH�DYDLODEOH�GDWD�RQ�WKH�VSDWLDO�UHVSRQVH�ZLWKLQ�FDQGLGDWH�
FRXQWULHV�WR�FRQYHUJHQFH FULWHULD�
E��3DWWHUQV�RI�LQWHUDFWLRQ
5HFRUGLQJ��DQDO\VLQJ�DQG�PDSSLQJ�GLVSDULWLHV�DQG�GLVFRQWLQXLWLHV�E\�PHDQV�RI�VSDWLDO�DXWRFRUUHODWLRQ�
FRHIILFLHQWV�DQG�PHWKRGV�XVHG�LQ�WKH�63(63�VWXG\�RQ�VSDWLDO�LQWHJUDWLRQ

F��6SDWLDO�FRRSHUDWLRQ�DQG�LQWHJUDWLRQ�
5HFRUGLQJ��DQDO\VLQJ�DQG�PDSSLQJ�RI�FR�RSHUDWLRQV�DQG�EDUULHUV��7KH��YROXPHV��RI�(8�IXQGLQJV�ZLOO�EH�
UHFRUGHG��,�H��9ROXPH��VWDQGDUGLVHG���
RI SUH�DFFHVVLRQ�DLG�SRJUDPPHV 3KDUH��3KDUH�&%&��6DSDUG��,63$��(XURSHDQ�,QYHVWPHQW�%DQN��(,%�

(XURSHDQ�%DQN�IRU�5HFRQVWUXFWLRQ�DQG�'HYHORSPHQW��(%5'���WR�LQGLFDWH�WKH�FRXQWULHV��
LQYROYHPHQW�LQWHJUDWLRQ�LQWR�WKH�(8�V�GHYHORSPHQW�SROLFLHV
&%&V� &URVV�ERUGHU�FR�RSHUDWLRQV�HQFRPSDVVLQJ�DFWLYLWLHV��,QWHUUHJ��3KDUH�&%&��(85(*,2V�DQG�&LW\�
DQG�UHJLRQV�� FR�RSHUDWLRQ�QHWZRUNV
7KH�DQDO\VLV�RI�WKH�DERYH�GHVFULEHG�VKRUW�WHUPV�ZLOO�PDLQO\�EH�PDGH�E\�OLWHUDWXUH�UHYLHZ��H[SHUW�
LQWHUYLHZV�DQG�VWDWLVWLFDO�DQDO\VLV��$�TXDOLWDWLYH�DVVHVVPHQW�RI�OLWHUDWXUH�UHYLHZ�FRPELQHG�ZLWK�VWDWLVWLFDO�
GDWD�ZLOO�JLYH�DQ�LQVLJKW�RQ�VSDWLDO�LQWHJUDWLRQ LQ�ERUGHU�UHJLRQV�PDLQO\�HIIHFWHG�E\�(8�HQODUJHPHQW�
7KH�FUXFLDO�K\SRWKHVHV�UHJDUGLQJ�SURFHVVHV�RI�6SDWLDO�FR�RSHUDWLRQ�DQG�LQWHJUDWLRQ�DUH��
,QWHJUDWLRQ�± PHDQLQJ�UHPRYDO�RI�EDUULHUV��� LQWR�WKH�JURZLQJ�(XURSHDQ�8QLRQ�LV��RI�FRXUVH��D�PDMRU�JRDO�
RI�WKH�ZKROH��(DVW�RI�WKH�(8�����+RZHYHU��LQWHJUDWLRQ�ZLWKLQ�WKH�'DQXEH�UHJLRQ��EHWZHHQ�WKH�FRXQWULHV�DV�
ZHOO�DV�ZLWKLQ�WKH�FRXQWULHV��KDV�WR�EH�FRQVLGHUHG�QRW�RQO\�DQ�HTXLYDOHQW�JRDO��EXW��ILUVW�DQG�IRUHPRVW��WKH�
PDLQ�URXWH�WR�HFRQRPLF�SURVSHULW\�IURP�WKH�'DQXEH5HJLRQ�LQ�WKH�VRXWK�WR�KH�%DOWLF�6HD�5HJLRQ�LQ�WKH�
QRUWK��1HLJKERXUKRRG�LV�WKH�NH\�RI�FRKHVLRQ��7KHUH�DUH�DOUHDG\�H[LVWLQJ�SURPLVLQJ�VWRULHV�RI�FURVV�ERUGHU�
LQVWLWXWLRQV�OLNH�(85(*,2�RU�FLW\�QHWZRUNV�DQG�RWKHU�FR�RSHUDWLRQV�

$�ILUVW�LQGLFDWLRQ�RI�SROLF\ UHFRPPHQGDWLRQV�ZKLFK�ZLOO�HPHUJH�IURP�WKLV�DQDO\VLV�FRQFHUQ�WKH�PHDVXUHV�
WR�EH�WDNHQ�LQ�RUGHU�WR�RYHUFRPH�WKH�IROORZLQJ�EDUULHUV�WR�LQWHJUDWLRQ�LQ�WKH�FRXUVH�RI�HQODUJHPHQW�

x 1DWXUDO��PRXQWDLQV��ULYHUV�
x /DQJXDJHV�DQG�HWKQLF�PLQRULWLHV�
x 6FKHQJHQ�UHJLPHV
x 'LIIHULQJ�GHFHQWUDOL]DWLRQ�UHJLRQDOLVDWLRQV�RI�DGPLQLVWUDWLRQV

$QRWKHU�LQGLFDWLRQ�RI�SROLF\�RULHQWDWLRQ�LV�VXJJHVWLRQV�RQ�EHVW�SUDFWLFHV�IRU�QHZ�FURVV�ERUGHU�SURJUDPPHV�
LQ�(DVWHUQ�(XURSH���LQYROYLQJ�UHIRUPV�LQ�UHJLRQDO�DGPLQLVWUDWLRQ�DQG�JRYHUQDQFH��

������� 0HWKRGRORJLHV� WR� EH� LPSOHPHQWHG� LQ� :3� ��� � 6SDWLDO� LPSDFW� RI� HQODUJHPHQW� RQ� WKH� (8� DQG�
DFFHVVLRQ�FRXQWULHV
:3��DLPV�DW�DQ�DQDO\VLV�RI�WKH�UHJLRQDO�DQG�VSDWLDO�HIIHFWV�RI�HQODUJHPHQW�RQ�*'3��VHFWRUDO�VWUXFWXUH��
WUDGH��LQYHVWPHQW��XQHPSOR\PHQW�DQG�SRSXODWLRQ�GHQVLW\�DQG�PLJUDWLRQ�IORZV�RQ�WKH�UHJLRQV�LQ�WKH�
FDQGLGDWH�FRXQWULHV�DQG�LQ�(8�UHJLRQV��LQ�SDUWLFXODU��OHDVW�IDYRXUHG�UHJLRQV�DQG�ERUGHU�UHJLRQV��:H�ZLOO�
LGHQWLI\�SDUWLFXODU�HIIHFWV�RI�WKH�VWHSZLVH�LQWHJUDWLRQ�RI�WKH�FDQGLGDWH�FRXQWULHV�RQ�WHUULWRULDO�GHYHORSPHQW�
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0HWKRGRORJ\�LQ�(QODUJHPHQW�VFHQDULR�VWXG\���6SDWLDO�HFRQRPLF�G\QDPLFV�LQ�WKH�(8�LQ�WKH�ORQJ WHUP�
7KH�PHWKRGRORJ\�ZLOO�VXSSRUW�WKH�QHHG�WR�SUHVHUYH�PXOWLGLPHQVLRQDO�UHSUHVHQWDWLRQV�RI�HDFK�VFHQDULR�
EDVHG�RQ�SROLF\�UHOHYDQW�VHWV�RI�LQGLFDWRUV��7KH�FHQWUHSLHFH�RI�WKLV�SURMHFW�LV�WKH�GHYHORSPHQW�RI�D�*,6�
EDVHG�LQWHJUDWHG�PRGHOOLQJ�DQG�GHFLVLRQ�VXSSRUW�V\VWHP��ZKLFK�HQDEOHV�WKH�GHYHORSPHQW�DQG�VLPXODWLRQ�
RI�WUHQG�VFHQDULR�EDVHG�RQ�´ZKDW�LI´�K\SRWKHVLV¶�WHVWLQJ��DQG�WKH�H[SORUDWLRQV�RI�WKH�FRQVHTXHQFHV�RQ�WKH�
HPHUJLQJ�HFRQRPLF�DQG�VSDWLDO�VWUXFWXUHV��RI�FKDQJLQJ�FULWLFDO�LQGLFDWRUV�VXFK�DV�WUDQVSRUWDWLRQ��]RQLQJ�
SDWWHUQV�DQG�YDULRXV�UHODWHG�ORFDWLRQDO�GHFLVLRQV�LQYROYLQJ�JURZWK�SROH�VWUDWHJ\�
´:KDW�LI´�K\SRWKHVHV�LQFOXGH�

x GLIIHUHQW�H[WHQW�RI�(8�HQODUJHPHQW�
x GLIIHUHQW�OHYHOV�DQG�WDUJHW�DUHDV�RI�LPSOHPHQWDWLRQ�RI�(8�SROLFLHV�
x GLIIHUHQW�OHYHOV�RI LQWHJUDWLRQ�DPRQJ�VHFWRUDO�SROLFLHV�
x GLIIHUHQW�OHYHOV�RI�EDUULHUV¶�UHPRYDO
x 'LIIHUHQW�OHYHOV�RI�QHZ�EDUULHU�HVWDEOLVKPHQW�RQ�WKH�QHZ�(8�(DVWHUQ�ERUGHUV

,GHQWLILFDWLRQ�RI�WUHQGV
7KLV�VWDJH�RI�WKH�SURMHFW�DLPV�SULPDULO\�WR�LGHQWLI\�PDMRU�JOREDO�WUHQGV�RFFXUULQJ�DW�WKH�(XURSHDQ�OHYHO�
DQG�WUHQGV��ZKLFK�DUH�LPSRUWDQW�LQ�(XURSH�EXW�QRW�QHFHVVDULO\�DSSDUHQW�DW�WKH�JOREDO�OHYHO��7UHQGV�FDQ�EH�
VHSDUDWHG�LQWR�WKRVH�ZKHUH�WKH�JHQHUDO�GLUHFWLRQ�RYHU�WKH�VFHQDULR�SHULRG�FDQ�EH�DVVXPHG�QRW�WR�YDU\�
VLJQLILFDQWO\��VWURQJ�WUHQGV��DQG�LQWR�WKRVH�ZKLFK�FRXOG�WDNH�D�QXPEHU�RI�SRVVLEOH�GLUHFWLRQV��ZHDN�
WUHQGV���

75(1'6�,03$&7,1*�21�
(&2120,&�3$77(516 62&,$/�6758&785( (&2/2*,&$/�&$3,7$/
/LEHUDOLVDWLRQ
'HUHJXODWLRQ�DQG�SULYDWLVDWLRQ�
LQ�WKH�(8�HQHUJ\�VHFWRU�
)DOO�LQ�JOREDO�DQG�(XURSHDQ�
WDULII�UDWHV
*URZWK�LQ�JOREDO�DQG�(XURSHDQ�
)',
*OREDOLVDWLRQ
,QFUHDVH�LQ�ZRUOG�WUDGH�
([SDQVLRQ�RI�FRPPXQLFDWLRQ�
QHWZRUNV
&XOWXUH�DQG�LQWHUQDWLRQDO�WUDYHO
7HFKQRORJ\
,QFUHDVHG�VSHQGLQJ�RQ�5	'
'HFOLQH�LQ�SURGXFWLRQ�FRVWV
'HUHJXODWLRQ�DQG�
SULYDWL]DWLRQ�LQ�WUDQVSRUW�
VHFWRU�LQ�FDQGLGDWH�FRXQWULHV�

6RFLDO�GHYHORSPHQW
'HPRJUDSKLF�WUDQVLWLRQV�
+XPDQ�'HYHORSPHQW�,QGLFHV�
([SHQGLWXUH�LQ�HGXFDWLRQ�
(YLGHQFH�RI�OLIH�VW\OHV�FKDQJHV
(PSOR\PHQW�SDWWHUQV�
3RSXODWLRQ�SDWWHUQV

(QYLURQPHQW
&2��HPLVVLRQV�
&RQVXPSWLRQ�3UHVVXUH�,QGH[�
8UEDQ�DLU�SROOXWLRQ�
1DWXUDO�5HVRXUFHV
*URZWK�LQ�HQHUJ\�FRQVXPSWLRQ�
'HFOLQH�LQ�IRUHVW�FRYHUV�
:DWHU�DQG�ODQG�FRQVXPSWLRQ

7DEOH����3UHOLPLQDU\�OLVW�RI�WUHQGV�WKDW�ZLOO�EH�LQYHVWLJDWHG�

7UHQGV�ZLOO�EH�RSHUDWLRQDOLVHG�TXDQWLWDWLYHO\�WKURXJK�LQGLFDWRUV�DQG�WKURXJK�D�TXDOLWDWLYH�GHVFULSWLRQ�LQ�
ZKLFK�GULYLQJ�IRUFH�RI�WKLV�VWXG\�

(QODUJHPHQW�VFHQDULR�VWXG\����,PSDFW�DVVHVVPHQW�RI�7(1�7�DQG�7,1$�GHYHORSPHQWV�
2QH�RI�WKH�PDLQ�REVWDFOHV�IRU�WKH�LQWHJUDWLRQ�RI�WKH�FDQGLGDWH�FRXQWULHV�LQWR�WKH�(XURSHDQ�8QLRQ�LV�WKH�
SRRU�TXDOLW\�RI�WUDQVSRUW�LQIUDVWUXFWXUH�LQ�WKRVH�FRXQWULHV�DV�ZHOO�DV�WKH�OLQNV�EHWZHHQ�WKRVH�FRXQWULHV�DQG�
(8����$W�WKH�VDPH�WLPH��WKLV�SUREOHP�LV�DOUHDG\�DSSURDFKHG�E\�WKH�(XURSHDQ�8QLRQ
V�WUDQVSRUW�SROLF\��
+RZHYHU��WKH�WHUULWRULDO�LPSDFWV�RI�WKH�SURSRVHG�WUDQVSRUW�QHWZRUN�GHYHORSPHQWV�DUH�QRW�FOHDU�DW�DOO��7KH�
RXWFRPH�PLJKW�EH�D�KLJKHU�OHYHO�RI�FRKHVLRQ��EXW�DOVR�LQFUHDVHG�VSDWLDO�GLVSDULWLHV�PLJKW�EH�WKH�FDVH��
7KHUHIRUH��D�VHFRQG�VFHQDULR�VWXG\�ZLOO�DVVHVV�WKH�LPSDFWV�RI�ODUJH�VFDOH�(XURSHDQ�LQIUDVWUXFWXUH�
LQYHVWPHQWV�LQ�IRUP�RI�7(1�7�DQG�7,1$�QHWZRUNV�RQ�WKH�(XURSHDQ�UHJLRQV��
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7KH�PHWKRGRORJ\�SURSRVHG�KHUH�WR�PHDVXUH�WKH�WHUULWRULDO�HIIHFWV�RI�WUDQVSRUW�SROLFLHV�LV�WR�XVH�D�TXDVL�
SURGXFWLRQ�IXQFWLRQ�PRGHO�ZLWK�DFFHVVLELOLW\��7KLV�W\SH�RI�PRGHO�LV�EDVHG�RQ�DQ�H[WHQVLRQ�RI�WKH�
SURGXFWLRQ�IXQFWLRQ�DSSURDFK�LQ�ZKLFK�WKH�FODVVLFDO�SURGXFWLRQ�IDFWRUV�DUH�FRPSOHPHQWHG�E\�RQH�RU�PRUH�
YDULDEOHV�UHSUHVHQWLQJ�WKH�ORFDWLRQDO�DGYDQWDJH��RU�DFFHVVLELOLW\�RI�D�UHJLRQ��7KH�6$6,�PRGHO�GHYHORSHG�LQ�
WKH��WK 57'�)UDPHZRUN�(81(7�6$6,�SURMHFW��XSGDWHG�DQG�H[WHQGHG�LQ�WKH��WK 57'�)UDPHZRUN�,$621�
SURMHFW�DQG�WR�EH�XVHG�LQ�(6321�DFWLRQ�������LV�VXFK�D�NLQG�RI�PRGHO�DQG�ZLOO�EH�XVHG�IRU�WKLV�VFHQDULR�
VWXG\�
7KH�6$6,�PRGHO�LV�D�UHFXUVLYH�VLPXODWLRQ�PRGHO�RI�VRFLR�HFRQRPLF�GHYHORSPHQW�RI�UHJLRQV�LQ�(XURSH�
VXEMHFW�WR�H[RJHQRXV�DVVXPSWLRQV�DERXW�WKH�HFRQRPLF�DQG�GHPRJUDSKLF�GHYHORSPHQW�RI�WKH�(XURSHDQ�
8QLRQ�DQG�WKH�FDQGLGDWH�FRXQWULHV�DV�D�ZKROH�DQG�WUDQVSRUW�LQIUDVWUXFWXUH�LQYHVWPHQWV�DQG�WUDQVSRUW�
V\VWHP�LPSURYHPHQWV��LQ�SDUWLFXODU�RI�WKH�WUDQV�(XURSHDQ�WUDQVSRUW�QHWZRUNV��)RU�HDFK�UHJLRQ�WKH�PRGHO�
IRUHFDVWV�WKH�GHYHORSPHQW�RI�DFFHVVLELOLW\��*'3�SHU�FDSLWD�DQG�XQHPSOR\PHQW��,Q�DGGLWLRQ�FRKHVLRQ�
LQGLFDWRUV�H[SUHVVLQJ�WKH�LPSDFW�RI�WUDQVSRUW�LQIUDVWUXFWXUH�LQYHVWPHQWV�DQG�WUDQVSRUW�V\VWHP�
LPSURYHPHQWV�RQ�WKH�FRQYHUJHQFH��RU�GLYHUJHQFH��RI�VRFLR�HFRQRPLF�GHYHORSPHQW�LQ�WKH�UHJLRQV�RI�WKH�
(XURSHDQ�8QLRQ�DUH�FDOFXODWHG�
7KH�PDLQ�FRQFHSW�RI�WKH�6$6,�PRGHO�LV�WR�H[SODLQ�ORFDWLRQDO�VWUXFWXUHV�DQG�ORFDWLRQDO�FKDQJH�LQ�(XURSH�LQ�
FRPELQHG�WLPH�VHULHV�FURVV�VHFWLRQ�UHJUHVVLRQV��ZLWK�DFFHVVLELOLW\�LQGLFDWRUV�EHLQJ�D�VXEVHW�RI�D�UDQJH�RI�
H[SODQDWRU\�YDULDEOHV��$FFHVVLELOLW\�LV�PHDVXUHG�E\�VSDWLDOO\GLVDJJUHJDWH�DFFHVVLELOLW\�LQGLFDWRUV�ZKLFK�
WDNH�LQWR�DFFRXQW�WKDW�DFFHVVLELOLW\�ZLWKLQ�D�UHJLRQ�LV�QRW�KRPRJHQRXV�EXW�UDSLGO\�GHFUHDVHV�ZLWK�
LQFUHDVLQJ�GLVWDQFH�IURP�WKH�QRGHV�RI�WKH�QHWZRUNV��7KH�IRFXV�RI�WKH�UHJUHVVLRQ�DSSURDFK�LV�RQ�ORQJ�WHUP�
VSDWLDO�GLVWULEXWLRQDO�HIIHFWV�RI�WUDQVSRUW�SROLFLHV��)DFWRUV�RI�SURGXFWLRQ�LQFOXGLQJ�ODERXU��FDSLWDO�DQG�
NQRZOHGJH�DUH�FRQVLGHUHG�DV�PRELOH�LQ�WKH�ORQJ�UXQ��DQG�WKH�PRGHO�LQFRUSRUDWHV�GHWHUPLQDQWV�RI�WKH�
UHGLVWULEXWLRQ�RI�IDFWRU�VWRFNV�DQG�SRSXODWLRQ��7KH�PRGHO�LV�WKHUHIRUH�VXLWDEOH�WR�FKHFN�ZKHWKHU�ORQJ�UXQ�
WHQGHQFLHV�LQ�VSDWLDO�GHYHORSPHQW�FRLQFLGH�ZLWK�GHYHORSPHQW�REMHFWLYHV�GLVFXVVHG�DERYH��,WV�DSSOLFDWLRQ�
LV�UHVWULFWHG��KRZHYHU��LQ�RWKHU�UHVSHFWV��7KH�PRGHO�JHQHUDWHV�GLVWULEXWLYH��QRW�JHQHUDWLYH�HIIHFWV�RI�
WUDQVSRUW�FRVW�UHGXFWLRQV��DQG�LW�GRHV�QRW�SURGXFH�UHJLRQDO�ZHOIDUH�DVVHVVPHQWV�ILWWLQJ�LQWR�WKH�IUDPHZRUN�
RI�FRVW�EHQHILW�DQDO\VLV��
7KH�6$6,�PRGHO�GLIIHUV�IURP�RWKHU�DSSURDFKHV�WR�PRGHO�WKH�LPSDFWV�RI�WUDQVSRUW�RQ�UHJLRQDO�GHYHORSPHQW�
E\�PRGHOOLQJ�QRW�RQO\�SURGXFWLRQ��WKH�GHPDQG�VLGH�RI�UHJLRQDO�ODERXU�PDUNHWV��EXW�DOVR�SRSXODWLRQ��WKH�
VXSSO\�VLGH�RI�UHJLRQDO�ODERXU�PDUNHWV���ZKLFK�PDNHV�LW�SRVVLEOH�WR�PRGHO�UHJLRQDO�XQHPSOR\PHQW��$�
VHFRQG�GLVWLQFW�IHDWXUH�LV�LWV�G\QDPLF�QHWZRUN�GDWDEDVH�EDVHG�RQ�D�
VWUDWHJLF
�VXEVHW�RI�KLJKO\�GHWDLOHG�
SDQ�(XURSHDQ�URDG��UDLO�DQG�DLU�QHWZRUNV�LQFOXGLQJ�PDMRU�KLVWRULFDO�QHWZRUN�FKDQJHV�DV�IDU�EDFN�DV������
DQG�IRUHFDVWLQJ�H[SHFWHG�QHWZRUN�FKDQJHV�DFFRUGLQJ�WR�WKH�PRVW�UHFHQW�(8�GRFXPHQWV�RQ�WKH�IXWXUH�
HYROXWLRQ�RI�WKH�WUDQV�(XURSHDQ�WUDQVSRUW�QHWZRUNV�
7KH�6$6,�PRGHO�KDV�VHYHQ�VXEPRGHOV��

x (XURSHDQ�GHYHORSPHQWV�
x 5HJLRQDO�DFFHVVLELOLW\��
x 5HJLRQDO�*'3��
x 5HJLRQDO�HPSOR\PHQW��
x 5HJLRQDO�SRSXODWLRQ��
x 5HJLRQDO�ODERXU�IRUFH��
x 6RFLR�HFRQRPLF�LQGLFDWRUV��

7KH�VSDWLDO GLPHQVLRQ�RI�WKH�PRGHO�LV�HVWDEOLVKHG�E\�WKH�VXEGLYLVLRQ�RI�WKH�(XURSHDQ�8QLRQ�DQG�WKH����
FDQGLGDWH�FRXQWULHV�LQ�HDVWHUQ�(XURSH�DQG�/LHFKWHQVWHLQ��1RUZD\�DQG�6ZLW]HUODQG�LQWR�������UHJLRQV�
�1876���UHJLRQV��DQG�E\�FRQQHFWLQJ�WKHVH�UHJLRQV�E\�URDG��UDLO��ZDWHUZD\�DQG�DLU�QHWZRUNV��
7KH�WHPSRUDO�GLPHQVLRQ�RI�WKH�PRGHO�LV�HVWDEOLVKHG�E\�GLYLGLQJ�WLPH�LQWR�SHULRGV�RI�RQH�\HDU�GXUDWLRQ��
%\�PRGHOOLQJ�UHODWLYHO\�VKRUW�WLPH�SHULRGV�ERWK�VKRUW� DQG�ORQJ�WHUP�ODJJHG�LPSDFWV�FDQ�EH�WDNHQ�LQWR�
DFFRXQW��,Q�HDFK�VLPXODWLRQ�\HDU�WKH�VHYHQ�VXEPRGHOV�RI�WKH�6$6,�PRGHO�DUH�SURFHVVHG�LQ�D�UHFXUVLYH�
ZD\��L�H��VHTXHQWLDOO\�RQH�DIWHU�DQRWKHU��7KLV�LPSOLHV�WKDW�ZLWKLQ�RQH�VLPXODWLRQ�SHULRG�QR�HTXLOLEULXP�
EHWZHHQ�PRGHO�YDULDEOHV�LV�HVWDEOLVKHG��,Q�RWKHU�ZRUGV��DOO�HQGRJHQRXV�HIIHFWV�LQWKH�PRGHO�DUH�ODJJHG�E\�
RQH�RU�PRUH�\HDUV��7KH�6$6,�PRGHO�FRPPHQFHV�LQ�WKH�\HDU������LQ�RUGHU�WR�FRYHU�WZHQW\�\HDUV�RI�WKH�
SDVW�IRU�YDOLGDWLRQ�UHDVRQV�DQG�PDNHV�WKHQ�IRUHFDVWV�XS�WR�WKH�\HDU������



����

7KH�RXWFRPH�RI�6$6,�PRGHO�UXQV�DUH�IRUHFDVWV�RI�UHJLRQDO�DFFHVVLELOLW\��*'3�FDSLWD�DQG�XQHPSOR\PHQW�
SDWWHUQ�LQ�(XURSH�DQG�WKHLU�WUDQVODWLRQ�LQWR�FRKHVLRQ�LQGLFDWRUV��H�J��FRHIILFLHQW�RI�YDULDWLRQ��/RUHQ]�
FXUYHV�DQG�*,1,�FRHIILFLHQWV���
7KH�6$6,�PRGHO�ZLOO�EH�XVHG�LQ�WKH�VHFRQG�HQODUJHPHQW�VFHQDULR�VWXG\�WR�PRGHO�D�OLPLWHG�VHW�RI�GLIIHUHQW�
VFHQDULRV�ZLWK�UHVSHFW�WR�WKH�VSHHG�DQG�H[WHQW�RI�WKH�HQODUJHPHQW�SURFHVV�DQG�ZLWK�UHVSHFW�WR�GLIIHUHQW�
DVVXPSWLRQV�RQ�WKH�H[WHQW�DQG�VFKHGXOLQJ�RI�WUDQVSRUW�LQIUDVWUXFWXUH�LPSOHPHQWDWLRQ��7KH�RXWFRPH�RI�WKH�
PRGHO�UXQV�ZLOO�EH�DVVHVVHG�DQG�FRPSDUHG�ZLWK�UHVSHFW�WR�WHUULWRULDO�SDWWHUQV�RI�WKH�RXWSXW�LQGLFDWRUV�DQG�
ZLWK�UHVSHFW�WR�VSDWLDO�GLVSDULWLHV�DQG�FRKHVLRQ�
7KH�ILUVW�LQGLFDWLRQ�RI�SROLF\�UHFRPPHQGDWLRQV�ZKLFK�ZLOO�HPHUJH�IURP�WKLV�VFHQDULR�VWXG\�FRQFHUQ�
� UHFRPPHQGDWLRQV�IRU�WUDQVSRUW�LQIUDVWUXFWXUH�SROLFLHV�LQ�WKH�FDQGLGDWH�FRXQWULHV�
� UHFRPPHQGDWLRQV�IRU�UHJLRQDO�DQG�FRKHVLRQ�SROLFLHV�LQ�WKH�FDQGLGDWH�FRXQWULHV�
� UHFRPPHQGDWLRQV�IRU�DQ�SRVVLEOH�XSGDWH�RI�WKH�(XURSHDQ�6SDWLDO�'HYHORSPHQW�3HUVSHFWLYH�

7KH��QG LQWHULP� UHSRUW� IURP� $FWLRQ� ����� ZLOO� GLVSOD\� SUHOLPLQDU\� UHVXOWV� IURP� WKLV� SDUWLFXODU� DQDO\VLV�
VKRZLQJ�
� WKH�SODQQHG�HYROXWLRQ�RI�WUDQVSRUW�LQIUDVWUXFWXUH�LQ�WKH�FDQGLGDWH�FRXQWULHV�
� WKH�LPSDFW�RI�WUDQVSRUW�LQIUDVWUXFWXUH�GHYHORSPHQW�RQ�UHJLRQDO�DFFHVVLELOLW\�LQ�WKH�FDQGLGDWH�FRXQWULHV�
� WKH�LPSDFW�RI�WUDQVSRUW�LQIUDVWUXFWXUH�GHYHORSPHQW�RQ�UHJLRQDO�GHYHORSPHQW�LQ�WKH�FDQGLGDWH�FRXQWULHV�
� WKH�LPSDFW�RI�WUDQVSRUW�LQIUDVWUXFWXUH�GHYHORSPHQW�RQ�VSDWLDO�GLVSDULWLHV�DQG�FRKHVLRQ�LQ�WKH�FDQGLGDWH�

FRXQWULHV�DQG�LQ�(XURSH�

������,PSDFW�DQDO\VLV�RI�VFHQDULRV
7KH�LPSDFW�DQDO\VLV�RI�VFHQDULRV�ZLOO�EH�WDNHQ�IURP�WKH�VFHQDULRV�GHYHORSHG�ZLWKLQ�WKLV�SURMHFW��$V�D�ILQDO�
VWHS�LQ�WKLV�:3��ZH�ZLOO�DVVHVV�WKH�HIIHFWV�RI�HQODUJHPHQW�RQ�UHJLRQDO�GHYHORSPHQW�DQG�WUDQVODWLRQ�RI�
WUDGH��IRUHLJQ�GLUHFW�LQYHVWPHQW�DQG�PLJUDWLRQ�IORZV�RQ�PDFUR�HFRQRPLF�YDULDEOHV��7KH�DLP�LV�WR��DV�IDU�DV�
SRVVLEOH��HYDOXDWH�WKH�HIIHFWV�VHHQ�IURP�WHUULWRULDO�DQG�UHJLRQDO�GLPHQVLRQV�DQG�FRQVLGHU�YDULDEOHV�VXFK�DV�
GHPRJUDSKLF�LQGLFDWRUV��LQFOXGLQJ�SRSXODWLRQ�GHQVLW\��HYROXWLRQ�RI�WKH�SRSXODWLRQ��QHZ�XUEDQ�SROHV�DW�
GLIIHUHQW�VFDOHV��UHJLRQDO�HFRQRPLF�VWUHQJWK��DV�VHHQ�LQ�*'3�SHU�LQKDELWDQW�LQ�3XUFKDVLQJ�3RZHU�3DULW\�
�333���HYROXWLRQ�RI�*'3�SHU�LQKDELWDQW��FUHDWLRQ�RI�HQWHUSULVHV��*'3�SHU�SHUVRQ�HPSOR\HG��LQIODWLRQ��DQG�
FKDQJHV�LQ�WKH�HFRQRPLF�VHFWRUV��DQG�ODERXU�PDUNHW�LQGLFDWRUV�VXFK�DV�GLIIHUHQW�UDWHV�RI��XQHPSOR\PHQW�
�ORQJ�WHUP��\RXQJ��ZRPHQ���HYROXWLRQ�RI�XQHPSOR\PHQW�UDWH��SRYHUW\�UDWH��DQG�ZDJH�OHYHOV��)LQDOO\��
HIIHFWV�ZLOO�DOVR�EH�HYDOXDWHG ZLWK�UHJDUG�WR�HQYLURQPHQWDO�SUREOHPV�VXFK�DV�&2��HPLVVLRQV��QRLVH�
SROOXWLRQ��DQG�FRQJHVWLRQ�

7KH�W\SH�RI�SROLF\�UHFRPPHQGDWLRQV ZKLFK�ZLOO�HPHUJH�IURP�WKH�DQDO\VHV�RI�WKH�VFHQDULR�VWXGLHV��
FRQFHUQ�
���3ROLF\�RULHQWDWLRQ�WR�RYHUFRPH�GLVSDULWLHV�DW�WKH�QHZ�(8�ERUGHU�]RQHV�VXFK�DV�QHZ�IRUPV�RI�
FRRSHUDWLRQ�DQG�SURMHFWV
���3ROLF\�RULHQWDWLRQV�IRU�D�QHZ�(XURSHDQ�WUDQVSRUW�QHWZRUN
���5HFRPPHQGDWLRQV�IRU�YDULRXV�OHYHOV�RI�EDUULHU�UHPRYDO��VXFK�DV�LQVWLWXWLRQDO�EDUULHUV�
���5HFRPPHQGDWLRQV�IRU�KRUL]RQDWDO�FRRUGLQDWLRQ�DPRQJ�VHFWRUDO�SROLFLHV

'HWDLOHG�ZRUNSODQ�DQG�GLYLVLRQ�RI�ODERXU�:3�

6FHQDULR�6WXG\���&$6$ 6FHQDULR�6WXG\���6$6, ,PSDFW�$QDO\VLV
7R��QG ,QWHULP����� LPSOHPHQWDWLRQ�RI�

PHWKRGRORJ\��ILUVW�
WHQWDWLYH�UHVXOWV

LPSOHPHQWDWLRQ�RI�
PHWKRGRORJ\��ILUVW�
WHQWDWLYH�UHVXOWV

)LUVW�WHQWDWLYH�LQGLFDWLRQ�
RI�UHVXOWV

7R��UG ,QWHULP����� 7HVWLQJ�RI�VHYHUDO�
SROLF\�VFHQDULRV��ILQDO�
UHVXOWV

7HVWLQJ�RI�VHYHUDO�
SROLF\�VFHQDULRV��ILQDO�
UHVXOWV

)LUVW�UHVXOWV�RI�DQDO\VLV

7R�)LQDO�(6321�5HSRUW�
����

5HILQHPHQW��
FRQFOXVLRQV

5HILQHPHQW��
FRQFOXVLRQV

)LQDO�$QDQ\VLV
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����7\SRORJLHV

:H�ZLOO�DWWHPSW�WR�SURGXFH�LQQRYDWLYH�LQVLJKWV�UHIOHFWLQJ�WKH�SDUWLFXODU�QHHGV�RI�WKH�YDULRXV�ERUGHU�
UHJLRQV�E\�FODVVLI\LQJ�WKH�SDWWHUQV�RI�VSDWLDO�GHYHORSPHQW�DQG�LQWHUDFWLRQ�LQ�WKH�XQLTXH�VLWXDWLRQ�RI�WKH�
HQODUJHG�8QLRQ�DQG�LWV�QHZ�QHLJKERXUV��6HYHUDO�W\SRORJLHV�RI�IXQFWLRQDO�UHJLRQV�DQG�UHODWLRQV�ZLOO�EH�
IRFXVHG�RQ�LQ�RXU�DQDO\VLV��EDVHG�RQ�WKH�SURGXFWLRQ�RI�QHZ�PDSV��:H�ZLOO�ORRN�IRU�WKH�´SUREOHP�DUHDV´�DV�
ZHOO�DV�WKH�SRWHQWLDO�WKDW�H[LVWV�LQ�WKH�ERUGHU�UHJLRQV��VXFK�DV�H[SORULQJ�FRPSDUDWLYH�DGYDQWDJH�HWF��7KLV�
IXQFWLRQ�DSSURDFK�LV�LPSRUWDQW�WR�VKRZ�SROLWLFDO�DXWKRULWLHV�ZKDW�W\SHV�RI�SRWHQWLDO�V\QHUJLHV�FDQ�EH�
FUHDWHG��,Q�FRQFOXVLRQ�ZH�VKRXOG�VHH�KRZ�IDU�ZH�FDQ�FRPH�LQ�H[WHQGLQJ�WKH�ERUGHU�UHJLRQV�

x %RUGHU�UHJLRQV�EHWZHHQ�(8����DQG�&DQGLGDWH�FRXQWULHV
x %RUGHU�UHJLRQV�EHWZHHQ�&DQGLGDWH�FRXQWULHV�
x 1HZ�ERUGHU�UHJLRQV��ZLWK�(8���DQG�RWKHU�FRXQWULHV�DIWHU�HQODUJHPHQW�
7KHVH�W\SRORJLHV�ZLOO�PRUH�VSHFLILFDOO\�DQDO\]H���
x 7KH�VSDWLDO�WLVVXH�RI�ERUGHU�DUHDV�DW�ULVN�IRU�QDWXUDO�FDWDVWURSKHV��VXFK�DV�IORRGLQJ��DQG�RWKHU�

VHYHUH�HQYLURQPHQWDO�GLVWXUEDQFHV�
x ,QVWLWXWLRQDO�W\SRORJ\�RI�SROLWLFDO�DGPLQLVWUDWLYH�FDSDFLW\��GHPRFUDWLF�SRZHU�DQG�SXEOLF�

SDUWLFLSDWLRQ�LQ�WKH�QHZ�ERUGHU�DUHDV
x )URP�WKH�DFFHVVLELOLW\�VWXG\�HPHUJHV�D�W\SRORJ\�RI�1876���UHJLRQV�EDVHG�RQ�WKHGHJUHH�WKH\�DUH�

EHQHILWLQJ�IURP�(8�HQODUJHPHQW�DQG�7,1$�WUDQVSRUW�LQIUDVWUXFWXUH�LQYHVWPHQWV�
)URP�:3���ZLOO�EH�GHYHORSHG�D�W\SRORJ\�RI�GLIIHUHQW�W\SHV�RI�FLWLHV�DQG�UHJLRQV�DV�JURZWK�SROHV�

LQ�UHJLRQDO�GHYHORSPHQW�LQ�FDQGLGDWH�FRXQWULHV�
x 1HZ�*OREDO�,QWHJUDWLRQ�]RQHV�GHYHORSLQJ�LQ�WKH�HQODUJHPHQW�SURFHVV��%DOWLF�6HD�5HJLRQ��

*UHHFH�,VWDQEXO�

�����(ODERUDWLRQ�RI�&RQFHSWV�LQ������

(ODERUDWLRQ�RI�FRQFHSWV�XVHG�SDUWLFXODUO\�LQ�:3����DV

x 3RO\FHQWULF�6SDWLDO�'HYHORSPHQW�IHDWXULQJ�3RO\FHQWULFLW\�DQG�8UEDQ�QHWZRUNV��
x )ORZV�DQG�7UDQVLWLRQ��
x 3ROLWLFDO�(FRQRPLF�7UDQVIRUPDWLRQ��
x &RQYHUJHQFH�'LYHUJHQFH��
x $FFHVVLELOLW\�
x 6SDWLDO�,QWHJUDWLRQ�&RRSHUDWLRQ��
x (QYLURQPHQW�DQG�5HVRXUFHV

������3RO\FHQWULF�VSDWLDO�GHYHORSPHQW
5HJDUGLQJ�WKH�FKDUDFWHU�RI�WKH�FRQFHSW�RI�SRO\FHQWULF�VSDWLDO�GHYHORSPHQW��DV�GLVWLQJXLVKHG�IURP�HDUOLHU�
FRQFHSWV�IRU�VSDWLDO�GHYHORSPHQW�WKH�IROORZLQJ�IHDWXUHV�PD\�EH�VWUHVVHG�

x G\QDPLF�SURFHVV
x FLWLHV�QRW�RQO\�DV�VXSSO\LQJ�FHQWUHV�EXW�DV�GULYLQJ�IRUFHV�RI�GHYHORSPHQW
x QRW�RQO\�D�PRGHO�RI�VHWWOHPHQW�VWUXFWXUH�EXW�RI�IXQFWLRQDO�QHWZRUNV
x DFWLYDWLRQ�RI�HQGRJHQRXV�UHJLRQDO�SRWHQWLDOV
x PRGHO�WR�EH�DSSOLHG�DW�VHYHUDO�OHYHOV
x

WUDFLQJ�SRO\FHQWULVP�VKRXOG�VWDUW�IURP�WKH�����V
7KH�UHODWLRQ�WR�VHYHUDO�OHYHOV�LV�D�GLVWLQFW�IHDWXUH��DQG�´DFKLHYHPHQW´��DOUHDG\�H[SUHVVHG�H[SOLFLWO\�LQ�WKH�
(6'3��7KH�FRQFHSW�PHDQV�

x DW�WKH�(XURSHDQ�OHYHO��6HYHUDO�PHWURSROLWDQ�UHJLRQV�DV�JOREDO�LQWHJUDWLRQ�]RQHV�LQVWHDG�RI�RQO\�
RQH
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x DW�WKH�WUDQVQDWLRQDO�OHYHO��(QIRUFHPHQW�RI�D�SRO\FHQWULF�V\VWHP�RI�PHWURSROLWDQ�UHJLRQV��FLW\�
FOXVWHUV�DQG�FLW\�QHWZRUNV

x DW�WKH�QDWLRQDO�OHYHO��V\VWHPV�RI�FLWLHV�LQFOXGLQJ�WKH�FRUUHVSRQGLQJ�UXUDO�DUHDV�DQG�WRZQV
RSHQ�IRU�DSSOLFDWLRQ�DW�ORZHU�OHYHOV��H�J��IRU�WKH�GHYHORSPHQW�ZLWKLQ�FLW\�UHJLRQV��LQWUD�UHJLRQDO�

3RO\FHQWULFLW\�DQG�XUEDQ�QHWZRUNV�
7KH� FRQFHSW� RI� SRO\FHQWULVP� ZLOO� EH� IXUWKHU� HODERUDWHG� ZLWK� WKH� VSHFLDO� FRQFHUQV� RI� HQODUJHPHQW� DQG�
XUEDQL]DWLRQ��

,W�PDNHV�VHQVH�WR�VWDUW�E\�UHIHULQJ�WR�FHUWDLQ�VSDWLDO�SODQQLQJ�JRDOV��7KLV�LV�ZKHUH�WKH�SULPDU\�FRQFHSW�RI�
WKH�(6'3��WKH�SRO\FHQWULF�VSDWLDO�GHYHORSPHQW� EHFRPHV�UHOHYDQW��,W�VHHPV�WR�EH�HYHQ�PRUH�LPSRUWDQW�IRU�
WKH�UHJLRQV�DQG�FLWLHV�RI�WKH�HQODUJHPHQW�DUHD��DV�ZHOO�DV�QHLJKERXULQJ�UHJLRQV�DQG�FLWLHV�ZLWKLQ�(8����
WHUULWRU\���JLYHQ�WKDW�WKH�XQGHUJRLQJ�WUDQVLWLRQ�SURFHVV�LQYROYHV�FRQVLGHUDEOH�LQYHVWPHQWV�LQWR���DQG�
WKHUHE\�FKDQJHV�RI���WKH�WHFKQLFDO�DQG�LQVWLWXWLRQDO�LQIUDVWUXFWXUH�LQ�WKHVH�SDUWV�RI�(XURSH��7KXV��WKH�
PDQRHXYULQJ�VSDFH�IRU�VSDWLDO�GHYHORSPHQW�SROLF\�KDV�WR�EH�FRQVLGHUHG�FRPSDUDEO\�RQ�D�ODUJHU�VSDWLDO�
SHUVSHFWLYH�WKDQ�SUHVHQW�(8�WHUULWRU\��7KLV�PHDQV�DOWHUQDWLYHO\�WKDW�WKH�SRWHQWLDO�ULVN�RI�PLVVLQJ�WKH�DLPV�
RI�WKH�(6'3�LV�FRQVLGHUDEO\�KLJKHU�WRR�
7HFKQLFDO�DQG�LQVWLWXWLRQDO�LQIUDVWUXFWXUH�LPSURYHPHQWV�HQDEOHG�E\�(8�DLG�KDYH�DOUHDG\�LPSRUWDQW�
WHUULWRULDO�HIIHFWV��<HW�WKHVH�DUH�H[SHFWHG�WR�EH�VXUSDVVHG�E\�WKH�WHUULWRULDO�HIIHFWV�RI�(8�³DFTXLV´�DQG�
&RPPXQLW\�SROLFLHV�

7KH�HQODUJHPHQW�FRXQWULHV

$V�DJUHHG�LQ�WKH�&RSHQKDJHQ�&RXQFLO���������WHQ�FRXQWULHV��/DWYLD��(VWRQLD��/LWKXDQLD�3RODQG��&]HFK�
5HSXEOLF��6ORYDNLD��+XQJDU\��6ORYHQLD��&\SUXV�DQG�0DOWD��ZLOO�MRLQ�WKH�(8�LQ������DQG�WZR�RWKHU�
FRXQWULHV��%XOJDULD�DQG�5RPDQLD��ZLOO�MRLQ�WKH�(8�LQ�������7KHDFFHVVLRQ GHPDQG RI 7XUNH\ ZLOO EH
H[DPLQHG LQ ������

)DFWRUV�LQIOXHQFLQJ�WKH�W\SRORJ\�RI�XUEDQ�V\VWHPV�LQ�WKH�HQODUJHPHQW�FRXQWULHV

6HFWRUDO�HFRQRPLF�FKDQJHV

7KH�PDMRULW\�RI�WKHVH�FRXQWULHV�EHORQJ�LQ�&HQWUDO�DQG�(DVWHUQ�(XURSH��&((��/DWYLD��(VWRQLD��/LWKXDQLD��
3RODQG��&]HFK�5HSXEOLF��6ORYDNLD��+XQJDU\��6ORYHQLD�DQG�5RPDQLD���DQG�SUHVHQW�FHUWDLQ�FRPPRQ�
HFRQRPLF�DQG�VRFLDO�FKDUDFWHULVWLFV��WKDW�DUH�UHODWHG�PRUH�RU�OHVV�WR�SUH�H[LVWLQJ�VRFLDOLVW�GHYHORSPHQW�
VWUXFWXUHV�DV�ZHOO�DV�SUREOHPV�RI�WUDQVLWLRQ�WR�WKH�PDUNHW�HFRQRP\�DQG�HFRQRPLF�UHVWUXFWXULQJ�
:H�UHSRUW�KHUH�WKUHH�IXQGDPHQWDO�FKDUDFWHULVWLFV�RI�WKLV�WUDQVLWLRQ��

� 7KH�UXUDO�VHFWRU�RI�WKHVH�FRXQWULHV�LV�VKULQNLQJ�UDSLGO\��KRZHYHU�LWV�SDUWLFLSDWLRQ�LQ�WKH�HFRQRP\�
FRQWLQXHV�WR�EH�YHU\�LPSRUWDQW��ZKHQ�FRPSDUHG�ZLWK�(8�± ���VWDQGDUGV��HVSHFLDOO\�LQ�WKH�FDVH RI�3RODQG���
7KLV�FKDQJH�FUHDWHV�SUHVVXUHV�RQ�WKH�FRXQWU\VLGH�DQG�UHLQIRUFHV�WKH�LPPLJUDWLRQ�WR�FLWLHV�

� 7KH�LQGXVWULDO�VHFWRU�LV�DOVR�GHFOLQLQJ��UHIOHFWLQJ�RQ�WKH�HFRQRP\�RI�VHYHUDO�ODUJHU�RU�VPDOOHU�
LQGXVWULDO�FHQWUHV�WKDW�DUH�IDFLQJ�UHFHVVLRQ��7KHUHIRUH��VLJQLILFDQW�HFRQRPLF�UHVWUXFWXULQJ�LQ�WKH�ZLGHU�
UHJLRQ�LV�QHFHVVDU\�

� 7KH�DGPLQLVWUDWLYH�V\VWHP�LQ�JHQHUDO�DQG�WKH�PHFKDQLVPV�RI�VSDWLDO�SODQQLQJ�LPSOHPHQWDWLRQ�LQ�
SDUWLFXODU��FRQWLQXH�WR�SUHVHQW�LPSRUWDQW�ZHDNQHVVHV�
7KH�JHRJUDSKLF�VLWXDWLRQ�DQG�WKH GHPRJUDSKLF�SRWHQWLDO�
:H�FDQ�LGHQWLI\�GLIIHUHQW�JURXSV�RI�FRXQWULHV�DFFRUGLQJ�WR�WKHLU�JHRJUDSKLF�VLWXDWLRQ��WKHLU�GHPRJUDSKLF�
G\QDPLFV�DQG�WKHLU�UHODWLRQVKLSV�WR�HDFK�RWKHU��DV�ZHOO�DV�WR�(8�± ���FRXQWULHV��
7KH�ILUVW�JURXS�LV�IRUPHG�E\�WKH�WKUHH�%DOWLF�GHPRFUDFLHV�ZLWK�WKHLU�VPDOO�VL]H�DQG�SRSXODWLRQ�EXW�ZLWK�
HVWDEOLVKHG�SRZHUIXO�UHODWLRQVKLSV�WR�HDFK�RWKHU�
3RODQG�EHORQJV�LQ�WKH�VDPH�JHRJUDSKLF�UHJLRQ�EXW�LW�LV�VWURQJO\�GLIIHUHQWLDWHG��DPRQJ�DOO�HQODUJHPHQW�
FRXQWULHV�E\�LWV�ODUJH�SRSXODWLRQ�VL]H�DQG�WKH�VWLOO�SRZHUIXO�SUHVHQFH�RI�D�YDVW�UXUDO�VHFWRU�7KH�IRXU�
FRXQWULHV�LQ�WKH�KHDUW�RI�&HQWUDO�(XURSH�WKDW�ZLOO�MRLQ�(8�LQ�������&]HFK�5HSXEOLF��6ORYDNLD��+XQJDU\�
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DQG�6ORYHQLD��KDYH�UDWKHU�ORZ�GHPRJUDSKLF�LQGLFDWRUV�DQG�KROG�SRZHUIXO�UHODWLRQVKLSV�ZLWK�WKHLU�
QHLJKERXULQJ�(8�± ���FRXQWULHV���
5RPDQLD�LV�DWWDFKHG�WR�WKLV�PDFUR�UHJLRQ��+RZHYHU�LWV�FORVH�OLQNV�ZLWK�WKH�%DONDQV�PDNH�LWV�SRVLWLRQ�DV�
SDUW�RI�WKLV�JURXS�RQO\�SHULSKHUDO��,Q�UHDOLW\��HYHQ�WKRXJK�5RPDQLD�DQG�%XOJDULD�KROG�FRQFUHWH�DJUHHPHQWV�
WR�MRLQ�WKH�(8�LQ�������LQ�FRQWUDVW�WR�WKH�UHVW�RI�WKH�:HVWHUQ�%DONDQV��ZH�FRXOG�VWLOO�QRW�VWXG\�WKHP�
RXWVLGH�WKH�FRQWH[W�RI�WKH�%DONDQ�UHJLRQ�
:H�FDQ�FRQVLGHU�WKDW�WKH�%DONDQ�UHJLRQ�LQFOXGHV�5RPDQLD��%XOJDULD��&URDWLD��%RVQLD��+HU]HJRYLQD��
6HUELD�± 0RQWHQHJUR��)<520��$OEDQLD��*UHHFH�DQG�7XUNH\�DV�IRU LWV�(XURSHDQ�SDUW��
7KH�%DONDQ�FRXQWULHV�SUHVHQW�VLJQLILFDQW�GHPRJUDSKLF�GLIIHUHQFHV��5RPDQLD�KDV UDWKHU�KLJK GHPRJUDSKLF�
LQGLFDWRUV��ZKLOH�WKH�SRSXODWLRQ�RI�%XOJDULD��6HUELD�± 0RQWHQHJUR�DQG�*UHHFH�LV�FORVH�WR�WKH�SRSXODWLRQ�
VWDQGDUGV�RI�VPDOO�(8 ± ���FRXQWULHV��)LQDOO\��&URDWLD��%RVQLD��+HU]HJRYLQD��$OEDQLD�DQG�)<520�
SUHVHQW�VLJQLILFDQWO\�VPDOOHU�GHPRJUDSKLF�G\QDPLFV�
7KH�%DONDQ�FRXQWULHV�SUHVHQW�VWURQJ�DQG�GLIIHUHQWLDWHG�UHODWLRQVKLSV�WR�HDFK�RWKHU��ZKLFK�DUH�VWUHQJWKHQHG�
GXULQJ�WKH�ODVW�\HDUV�IROORZLQJ�WKH�SDFH�RI SROLWLFDO�GHYHORSPHQWV��7KH�OLQNV�EHWZHHQ�*UHHFH��%XOJDULD�
DQG�5RPDQLD�KDYH�VWUHQJWKHQHG�FRQVLGHUDEO\��7KH�UHODWLRQVKLSV�RI�WKHVH�WKUHH�FRXQWULHV�ZLWK�WKH�UHVW�RI�
WKH�%DONDQ�FRXQWULHV�KDYH�VWUHQJWKHQHG�PRUH�VORZO\��+RZHYHU�LW�LV�YHU\�OLNHO\�WKDW�WKH\�ZLOO�EH�UHLQIRUFHG�
FRQVLGHUDEO\�LQ�WKH�FRPLQJ�\HDUV�
&\SUXV�DQG�0DOWD�SUHVHQW�PDQ\�VLPLODULWLHV��%RWK�DUH�LVODQG�UHJLRQV��WKDW�KDYH�UHODWLYHO\�VPDOO�
GHPRJUDSKLF�SRWHQWLDO�DQG�WKHLU�HFRQRP\�LV�VXSSRUWHG�FRQVLGHUDEO\�E\�WRXULVP�
8UEDQLVDWLRQ�DQG�XUEDQ�V\VWHPV
,Q�WKH�EHJLQQLQJ�RI�µ��V��WKH�PDMRULW\�RI�WKH�SRSXODWLRQ�RI�WKH�&HQWUDO�DQG�(DVWHUQ�(XURSHDQ�FRXQWULHV
�&((��ZDV�UXUDO��������LQ�+XQJDU\�������LQ�6ORYDNLD�������LQ�3RODQG�DQG�LQ�5RPDQLD��
(TXDOO\�DQG�HYHQ�KLJKHU�ZHUH�WKH�FRUUHVSRQGLQJ�ILJXUHV�LQ�WKH�%DONDQ�FRXQWULHV�
7KH�VLWXDWLRQ�ZDV�UHYHUVHG�GXULQJ�WKH�ODVW ILIW\�\HDUV��WZR�WKLUGV�RI�WKH�SRSXODWLRQ�RI�&HQWUDO�DQG�(DVWHUQ�
(XURSHDQ��&((��FRXQWULHV�DUH�QRZ�XUEDQ��ZLWK�D�PD[LPXP�UDWH�LQ�WKH�&]HFK�5HSXEOLF��������DQG�D�
PLQLPXP�UDWH�LQ�6ORYHQLD��������DQG�5RPDQLD���������
,Q�WKH�PDMRULW\�RI�&((�FRXQWULHV��WKH�FDSLWDO�FLW\�SOD\V�D�SULPDU\�HFRQRPLF�DQG�FXOWXUDO�UROH��2QO\�3RODQG�
KDV�FRQVLGHUDEOH�UHJLRQDO�FHQWUHV�
7KUHH�DJJORPHUDWLRQV��WKRVH�RI�%XGDSHVW��:DUVDZ�DQG�3UDJXH��IRUP�DQ�LQWHJUDO�SDUW�RI�WKH�(XURSHDQ�
PHWURSROLVHV�QHWZRUN��
7ZR�RWKHU�IDFWRUV�GLIIHUHQWLDWH�WKH�XUEDQ�V\VWHP�RI�&HQWUDO�DQG�(DVWHUQ�(XURSH��&($��IURP�WKDW�RI�
:HVWHUQ�(XURSH��7KH�ILUVW�LV�WKH�ODFN�RI�D�FRPSOHWH�QHWZRUN�RI�VPDOO�DQG�PHGLXP�VL]HG�FLWLHV��ZLWK�WKH�
H[FHSWLRQ�RI�3RODQG��WKH�&]HFK�5HSXEOLF��6ORYDNLD�DQG�6ORYHQLD���7KH�VHFRQG�LV�OLQNHG�WR�WKH�GLVSDULWLHV�
EHWZHHQ�XUEDQ�DQG�UXUDO�OLYLQJ�FRQGLWLRQV�
7KH�XUEDQ�V\VWHPV�RI�WKH�%DONDQ�FRXQWULHV�SUHVHQW�PDQ\�VLPLODULWLHV�ZLWK�&((�FRXQWULHV��7KH�FDSLWDO�
FLWLHV�SOD\�D�SULPDU\�HFRQRPLF�DQG�FXOWXUDO�UROH�DV�ZHOO��,VWDQEXO�LV�DQ�H[FHSWLRQ��ULYDOOLQJ�$QNDUD��WKH�
FDSLWDO�RI�7XUNH\��LQ�LPSRUWDQFH��$PRQJ�%DONDQ�FDSLWDO�FLWLHV��$WKHQV�LV�PRVWO\�LQWHJUDWHG�LQ�WKH�QHWZRUN�
RI�(XURSHDQ�PHWURSROLVHV��GXH�WR�LWV�VL]H�DQG�(8�PHPEHUVKLS�

,VWDQEXO�WHQGV�WR�SOD\�D�VLJQLILFDQW�UROH�LQ�WKH�QHWZRUN�RI�(XURSHDQ�PHWURSROLVHV��LQ�FRUUHVSRQGHQFH�WR�LWV�
UHFHQW�UDSLG�GHPRJUDSKLF�DQG�HFRQRPLF�GHYHORSPHQW�
7KH�SRWHQWLDO�RI�%XFKDUHVW�DQG�6RILD�WR�HQKDQFH�WKHLU�UROH�LV�OLPLWHG�WRGD\�E\�WKHLU�VPDOO�VL]H�DQG�JURZWK�
G\QDPLFV��+RZHYHU��WKHLU�SRWHQWLDO WR�EH�LQFRUSRUDWHG�LQ�WKH�QHWZRUN�RI�(XURSHDQ�PHWURSROLVHV�ZLOO�
FHUWDLQO\�LQFUHDVH�FRQVLGHUDEO\�LQ�WKH�FRPLQJ�\HDUV��
7KH�SURVSHFWV�RI�FDSLWDO�FLWLHV�RI�WKH�UHVW�RI�WKH�%DONDQ�FRXQWULHV�FRXOGQ¶W�EH�FOHDUO\�DSSUHFLDWHG�WRGD\��
EHFDXVH�RI�SHUVLVWLQJ�SROLWLFDO�SUREOHPV��,W�LV�PRVW�OLNHO\�WKDW�WKH�SROLWLFDO�VWDELOLW\�RI�WKH�UHJLRQ�ZLOO�EH�
FRQVROLGDWHG��WKHUHIRUH�WKH�UROH�RI�=DJUHE��6HUDMHYR�DQG�%HOJUDGH��WKH�PRVW�LPSRUWDQW�FLWLHV�RI�WKH�UHJLRQ��
ZLOO�EH�VWUHQJWKHQHG�FRQVLGHUDEO\�
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,Q�DOO�%DONDQ�FRXQWULHV��WKH�UHVW�RI�WKH�XUEDQ�QHWZRUN���H[FOXGLQJ�WKH�FDSLWDO�FLWLHV��LV�ZHDN��
&RPSDUDWLYHO\��WKH�XUEDQ�V\VWHP�RI�*UHHFH�LV�WKH�PRVW�GHYHORSHG���6DORQLFD�LV�D�SRZHUIXO�FHQWUH��ZKLFK�
DOUHDG\�SOD\V�DQ�LPSRUWDQW�UROH�LQ�WKH�%DONDQV�WKDW�ZLOO�EH�VWUHQJWKHQHG�FRQVLGHUDEO\�LQWKH�IXWXUH��
7KH�OLYLQJ�FRQGLWLRQV�LQ�PRVW�%DONDQ�FLWLHV�DUH�FRQVLGHUDEO\�ORZHU�WKDQ�WKRVH�RI�(8������
)LQDOO\��WKH�XUEDQ�V\VWHPV�RI�&\SUXV�DQG�0DOWD�GLIIHU�FRQVLGHUDEO\�IURP�WKRVH�RI�&((�DQG�%DONDQ�
FRXQWULHV�
7KH�XUEDQ�V\VWHP�RI�&\SUXV�LV�UHODWLYHO\�EDODQFHG�DQG�SRZHUIXO�WDNLQJ�LQWR�FRQVLGHUDWLRQ�WKH�VL]H�RI�WKH�
LVODQG��7KH�WRWDO�RI�0DOWD�FRQVWLWXWHV�VXEVWDQWLDOO\�D�VLQJOH�XUEDQ�UHJLRQ��7KH�OLYLQJ�FRQGLWLRQV�LQ�WKH�
FLWLHV�RI�ERWK�LVODQGV�DUH�FRPSDUDWLYHO\�VDWLVIDFWRU\�
,QWHUFRQQHFWLRQV�RI�WKH�XUEDQ�V\VWHPV�RI�WKH�HQODUJHPHQW�FRXQWULHV�ZLWK (8 � ���DQG�EH\RQG (8 ± ���
UHJLRQV��
7KH�WKUHH�VPDOO�%DOWLF�FRXQWULHV�KDYH�DOUHDG\�SRZHUIXO�UHODWLRQVKLSV�ZLWK�WKH�ZLGHU�%DOWLF 6HD UHJLRQ��
ZKLFK�ZLOO�EH�VWUHQJWKHQHG�LQ�WKH�IXWXUH�
3RODQG�KDV�HVWDEOLVKHG OLQNV ZLWK�D�WHQGHQF\�WR�EHFRPH�PRUH�VWUHQJWKHQHG�±± LQ�DGGLWLRQ�WR�WKH�GRPLQDQW�
ZHVWHUQ�OLQN�ZLWK�*HUPDQ\�DOVR�ZLWK�WKH�QRUWKHUQ�SDUW�RI�WKH�WKH�%DOWLF�UHJLRQ�DV�ZHOO�DV ZLWK�WKH�
6RXWKHUQ�&HQWUDO�(XURSHDQ VSDFH�RI�ERWK�(8�� �� DQG�FRXQWULHV�RI�HQODUJHPHQW��DV�ZHOO�DV�WKH�(DVWHUQ�
FRXQWULHV�RI�WKH�&RPPXQLW\�RI�,QGHSHQGHQW�FRXQWULHV��:DUVDZ�EXW�DOVR�RWKHU�ELJ�FLWLHV�RI�3RODQG�KDYH�D�
FRQVLGHUDEOH�SRWHQWLDO�WR�HQKDQFH�WKHLU�UROH�DV�FHQWUHV�LQ�WKH�(8����DQG�ZLGHU�UHJLRQV��
7KH�OLQNV�EHWZHHQ�WKH�XUEDQ�V\VWHPV�RI�WKH VRXWKHUQ�&HQWUDO�(XURSHDQ HQODUJHPHQW FRXQWULHV�DQG�WKH�
ZHVWHUQ�(8 ± ���FRXQWULHV�DOUHDG\�H[LVW�WR�D�VLJQLILFDQW�H[WHQW��%XGDSHVW�DQG�3UDJXH�DOUHDG\�FRQVWLWXWH�
SRZHUIXO�QRGV�RI�WKH�&HQWUDO�(XURSHDQ XUEDQ�V\VWHP�DQG�WKHLU�UROH�ZLOO�EH�VWUHQJWKHQHG IDVW�LQ�WKH�IXWXUH��
%UDWLVODYD��HYHQ�WKRXJK�VPDOOHU��SUHVHQWV�D�SRZHUIXO�GHJUHH�RI�LQWHJUDWLRQ��
7KH�XUEDQ�V\VWHPV�RI�%DONDQ�FRXQWULHV�SUHVHQW�RI�FRXUVH�D�ORZHU�GHJUHH�RI�LQWHJUDWLRQ�ZLWK�WKH�XUEDQ�
V\VWHP�RI�(8�����FRXQWULHV��$V�ZH�UHSRUWHG�DOUHDG\��WKHLU�LQFRUSRUDWLRQ�LQ�WKLV�VSDFH�DGYDQFHV�DW�D�
GLIIHUHQWLDWHG�SDFH�DQG�LQ�UHODWLRQ�WR�GLIIHUHQW�SDUDPHWHUV�
7KH�XUEDQ�V\VWHPV�RI�&\SUXV�DQG�0DOWD�DUH�YHU\�RSHQ�DQG�SUHVHQW�WKH�SRWHQWLDO�WR�EH�LQFRUSRUDWHG�IDVW�LQ�
WKH�XUEDQ�QHWZRUN�RI�(8����DQG�EH\RQG��GHVSLWH�WKH�GLVDGYDQWDJH�RI�WKHLU�LVODQG�FKDUDFWHU�
3UREOHPV�DQG�RSSRUWXQLWLHV ZLWK�SRO\FHQWULFLW\�DFFHQWXDWHG�LQ�WKH�HQODUJHPHQW�SURFHVV
7KH�SUREOHPV�DQG�WKH�RSSRUWXQLWLHV RI�WKH�XUEDQ�V\VWHPV�RI�WKH����FRXQWULHV�RI�HQODUJHPHQW�ZLWK�UHJDUG�
WR�WKHLU�SRO\FHQWULF�GHYHORSPHQW�SUHVHQW�PDQ\�UHVHPEODQFHV�EXW�DOVR�LPSRUWDQW�GLIIHUHQFHV�
7KH�ILUVW�FRPPRQ�SUREOHP�LV�WKH�ZHDNQHVV�RI�WKH�XUEDQ�V\VWHPV�WR�VXSSRUW�SRO\FHQWULF�WHUULWRULDO�JURZWK���
$OO�WKHVH�XUEDQ V\VWHPV�DUH IRXQG��ZLWK�LPSRUWDQW�GLIIHUHQFHV�EHWZHHQ�WKHP��DZD\�IURP�WKH�VLQJOH�
*OREDO�,QWHJUDWLRQ�=RQH�RI�(8�±����7KH�XUEDQ�V\VWHPV�RI�WKH�&]HFK�5HSXEOLF��6ORYDNLD��+XQJDU\�DQG�
6ORYHQLD�DUH�ORFDWHG�LQ�D[LDO�H[WHQVLRQV�RI�WKLV�*,=��7KHVH�D[LDO�H[WHQVLRQV�SUHVHQW�WKHSRWHQWLDO�RI IDVW�
JURZWK��
7KH�GHYHORSPHQW RI�WKHVH�D[LDO�H[WHQVLRQV�ZLOO�FHUWDLQO\�UHLQIRUFH�WKH�XUEDQ�V\VWHP�RI�3RODQG�DV�ZHOO��
7KLV�XUEDQ�V\VWHP�KDV�WKH�SRVVLELOLW\�RI�VWUHQJWKHQLQJ�IDVW�LWV�ERQGV�ZLWK�WKH�ZLGHU�%DOWLF�UHJLRQ��
7KH�XUEDQ�V\VWHPV�RI�WKH�WKUHH�VPDOO�%DOWLF�FRXQWULHV�KDYH�SRVVLELOLWLHV�RI�HQKDQFLQJ�UHODWLYHO\�IDVW�WKHLU�
OLQNV�ZLWK�WKH�ZLGHU�UHJLRQ�RI�%DOWLF��DQG�WR�D�UHODWLYHO\�VPDOOHU�GHJUHH�ZLWK�WKH�FRXQWULHV�RI�&,6�DQG�
5XVVLD��
7KH�FRQQHFWLRQV�RI�WKH�XUEDQ�V\VWHPV�RI�WKH�%DONDQ�FRXQWULHV�ZLWK�WKH�XUEDQ�V\VWHPV�RI�FRXQWULHV�RI�(8±
���DUH�UDWKHU�ZHDN�WRGD\��ZLWK�VLJQLILFDQW�GLIIHUHQFHV�DPRQJ�WKH�GLIIHUHQW�FRXQWULHV���,Q�FRQGLWLRQ�WKDW�
WKHUH�ZLOO�EH�D�SRZHUIXO�DLG�LQWHUYHQWLRQ��WKHVH�XUEDQ�V\VWHPV�KDYH�WKH�SRVVLELOLW\�RI�GHYHORSLQJ�WKHLU�
LQWHUFRQQHFWLRQV�VR�PXFK�ZLWK�WKRVH�RI�FRXQWULHV�RI�(8��± ����DV�ZLWK�WKRVH�RI�&((���%ODFN�6HD�FRXQWULHV�
DQG�WKH�0LGGOH�(DVW�
$QRWKHU FRPPRQ�SUREOHP��WKDW�FRQFHUQV�WKH�ELJ�PDMRULW\�RI�FRXQWULHV�WKDW�KDYH�EHHQ�H[DPLQHG��LQ�WKH�
SURVSHFW�RI�HQODUJHPHQW��LV�WKH FDVH�RI�RYHU�SURPRWLQJ�WKH�JURZWK�RI�FDSLWDOV�DW�WKH�H[SHQVH�RI�WKH�UHVW�RI�
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WKH�XUEDQ�V\VWHPV��7KLV�ULVN�UHSUHVHQWV�WKH�RWKHU�VLGH�RI�WKH�FRLQ�LQ�HQKDQFLQJ�WKH�UROH�RI�FDSLWDOV�LQ�WKH�
QHWZRUN�RI�(XURSHDQ�PHWURSROLVHV�
,W�LV�WKHUHIRUH�QHFHVVDU\�WR�SURPRWH�WKH�GHYHORSPHQW�RI�QHWZRUNV�EHWZHHQ�WKH�LQWHUPHGLDWH�DQG�VPDOO�
FLWLHV�LQ�UHODWLRQ�WR�WKH�UDSLGO\�WUDQVIRUPLQJ�UXUDO�VSDFH��LQ�RUGHU�WR�DYRLG�LPSRUWDQW�HFRQRPLF�DQG�VRFLDO�
SUREOHPV�RI�HQODUJHPHQW�RXWVLGH�WKH�FDSLWDOV�UHJLRQV�

&UXFLDO�K\SRWKHVLV�UHJDUGLQJ HQODUJHPHQW�DQG�SRO\FHQWULFLW\

x (QKDQFHPHQW�RI�WKH�UROH�RI�WKH�FDSLWDO�FLWLHV�RI�WKH�HQODUJHPHQW�FRXQWULHV�LQ�WKH�QHWZRUN�RI�(XURSHDQ�
PHWURSROLVHV�DW�WKH�H[SHQVH�RI�WKH�UHVW�RI�WKH�QDWLRQDO�XUEDQ�V\VWHPV�

x 'HYHORSPHQW�RI�WKH�FLWLHV��FLW\�FOXVWHUV�DQG�FLW\�QHWZRUNV�ORFDWHG�LQ��GHYHORSPHQW�FRUULGRUV�ZKLFK�
PDLQO\�FRQVWLWXWH�D[LDO�H[WHQVLRQV�RI�WKH�VLQJOH�*OREDO�,QWHJUDWLRQ�=RQH�RI�(8�±���

x *URZLQJ�UHVWUXFWXULQJ�SUHVVXUHV�RQ�WKH�FLWLHV��FLW\�FOXVWHUV�DQG�FLW\�QHWZRUNV�ORFDWHG�LQ�ROG�LQGXVWULDO�
UHJLRQV�DQG�UXUDO�UHJLRQV��HVSHFLDOO\�WKRVH�RI�WKH�(DVWHUQ�SDUW�RI�WKH�HQODUJHPHQW�DUHD�

������)ORZV�DQG�WUDQVLWLRQ�SURFHVVHV�
:H�FRQVLGHU�WUDQVIRUPDWLRQ�WR�EH�PRUH�RU�OHVV�V\QRQ\PRXV�ZLWK�WUDQVLWLRQ� ,W�VKRXOG��KRZHYHU��EH�NHSW�LQ�
PLQG�WKDW�WKHVH WZR�FRQFHSWV�FDQ�EH�VXEVWDQWLYHO\�GLIIHUHQW�ZLWK�UHVSHFW�WR�FRQWLQXLWLHV�DQG�GLVFRQWLQXLWLHV�
LQ�WKH�GHYHORSPHQW�SURFHVV��7UDQVIRUPDWLRQ�LV�LQ�JHQHUDO�PRUH�FRQQHFWHG�ZLWK�DEUXSW�DQG�UHYROXWLRQDU\�
SURFHVVHV�WKDQ�WUDQVLWLRQ��7UDQVIRUPDWLRQ�LV�FKDUDFWHULVHG�OHVV�E\�VWDJHV�LQ�WKH�GHYHORSPHQW�SURFHVV�DV�LV�
WUDQVLWLRQ��7KH�FDQGLGDWH�FRXQWULHV�IURP�WKH�IRUPHU�6RYLHW�EORF�KDYH�EHHQ�RIWHQ�FDOOHG�µWUDQVLWLRQ�
FRXQWULHV¶�VLQFH�WKH�EHJLQQLQJ�RI�WKH�����V��7KH�FRUUHFW�WHUP�VKRXOG�SHUKDSV�LQVWHDG�EH�µWUDQVIRUPDWLRQ�
FRXQWULHV¶�GXULQJ�WKH�ILVW�SDUW�RI�WKH�GHFDGH�DQG�WKHQ�µWUDQVLWLRQ�FRXQWULHV¶�DV�D�FRQVHTXHQFH�RI�WKH�
VPRRWKHU�GHYHORSPHQW�IURP�WKH�PLGGOH�RI�����V��+HUH��KRZHYHU��ZH�XVH�WKH�WZR�WHUPV�V\QRQ\PRXVO\�
:H�FRQVLGHU�WKH�IROORZLQJ�IORZV�
�GLUHFW�IRUHLJQ�LQYHVWPHQWV�DQG�RU�WUDGH�IORZV��JRRGV�WUDQVSRUW�IORZV
�PLJUDWLRQ�IORZV
�FURVV�ERUGHU�SDVVHQJHU�IORZV�
$Q�LQFUHDVHG�LQWHJUDWLRQ�ZLOO��QDWXUDOO\��UHVXOW�LQ�DQ�H[SDQGLQJ�WUDGH�EHWZHHQ�WKH�FRXQWULHV�LQ�WKH�HQODUJHG�
(8�� $OUHDG\� QRZ�� WKH� WUDGH� EHWZHHQ� WKHVH� FRXQWULHV� LV� RI JUHDW� LPSRUWDQFH� EXW� WKHUH� LV� VWLOO� D� ORW� RI�
KLQGUDQFHV�EHWZHHQ�WKH�(8�FRXQWULHV�RQ�WKH�RQH�VLGH�DQG�WKH�WUDQVLWLRQ�FRXQWULHV�RQ�WKH�RWKHU�
:LWK�UHJDUG�WR�WKH�HFRQRPLHV�LQ�WKH�(8����*HUPDQ\�LV�JHQHUDOO\�WKH�PRVW�LPSRUWDQW�WUDGLQJ�SDUWQHU�ZLWK�
UHJDUG�WR�WKH�WUDQVLWLRQ�FRXQWULHV��0DQ\�RI�WKH�FDQGLGDWH�FRXQWULHV�DUH��KRZHYHU��VWLOO�RULHQWHG�WRZDUGV�WKH�
ROG�6RYLHW�%ORF�ZLWK�UHJDUG�WR�WKH�WUDGLQJ�SDWWHUQV��7KHUH�LV�� WKXV��D� ORQJ�ZD\�WR�JR�EHIRUH�ZH�FDQ�WDON�
DERXW� DQ� LQWHJUDWHG� HQODUJHG� (8� DFFRUGLQJ� WR� WKH� WUDGLQJ� SDWWHUQV� � ERWK� DFFRUGLQJ� WR� WKH� YDULRXV�
FRXQWULHV��H[SRUW�DQG�LPSRUW�
$W�ILUVW�VLJKW��ZH�FDQ�VXSSRVH�WKDW�WKH�WUDGH�EHWZHHQ�WKH�:HVWHUQ�DQG�(DVWHUQ�SDUWV�RI�(XURSH�ZLOO�VKRZ�
WKH�SDWWHUQ�RI�WKH�WKHRU\�RI�FRPSDUDWLYH�DGYDQWDJHV��7KH�SUREOHP�LQ�WKLV�FDVH�LV��KRZHYHU��WKDW�GDWD�DERXW�
IDFWRU� HQGRZPHQWV� DUH� LQ�PDQ\�ZD\V� LQFRPSOHWH�� ,QVWHDG�� WR� JHW� D� KLQW� RI� GLIIHULQJ� FRXQWULHV�� IDFWRU�
HQGRZPHQWV� � ZH� DUH� REOLJHG� WR� XVH� VRPH� IRUP� RI� DG� KRF H[SODQDWLRQ�� 7KH� WKHRU\� RI� µUHYHDOHG�
FRPSDUDWLYH�DGYDQWDJHV¶�� ZKLFK LV�PRUH�D�PHWKRG�WKDQ�D�WKHRU\�� IROORZV�D�GHGXFWLRQ�OLNH�WKLV��,I�WKHUH�LV�
VRPH� SRZHU� LQ� WKH� WKHRU\� RI� FRPSDUDWLYH� DGYDQWDJHV�� WKH� FRXQWULHV� ZKLFK� H[SRUW� FDSLWDO�LQWHQVLYH�
SURGXFWV�KDYH�D�ORW�RI�FDSLWDO�FRPSDUHG�WR�WKH�LPSRUWLQJ�FRXQWU\�DQG�YLFH�YHUVD��%HODVVD��������IRU� WKH�
(DVW�:HVW�WUDGH��VHH�H�J��1HYHQ�	�5|OOHU���������7KH�VDPH�UHDVRQLQJ�LV��RI�FRXUVH��WUXH�ZLWK�UHJDUG�WR�WKH�
RWKHU�IDFWRUV�WRR�� LQFOXGLQJ�WHFKQRORJ\�DQG�HGXFDWLRQDO�OHYHO�
7KH�IUHH�WUDGH�KDV�WKXV��UHVXOWHG�LQ�DQ�DGMXVWPHQW�SURFHVV�DPRQJ�WKH�ODERXU�LQWHQVLYH�EUDQFKHV�DQG�DOVR�LQ�
WKH�UHJLRQV�ZKHUH�WKHVH�EUDQFKHV�DUH�RYHU�UHSUHVHQWHG��7KHUH�DUH��KRZHYHU��VWLOO�EUDQFKHV�DQG�UHJLRQV�
ZKHUH�DQ�LQFUHDVHG�WUDGH�ZLWKLQ�DQ�HQODUJHG�(8�ZLOO�KDYH�QHJDWLYH�HIIHFWV��6RPH�SURGXFWV�DQG�EUDQFKHV��
ZKLFK�DUH�ODERXU�LQWHQVLYH�EXW�QRW�HQWLUHO\�GHSHQGHQW�RI�ORZ�ZDJHV�ZLOO��KRZHYHU��SUREDEO\�EH�DIIHFWHG�
E\�DQ�LQFUHDVHG�LPSRUW��7KLV�ZLOO�RI�FRXUVH�DOVR�KDYH�UHJLRQDO�LPSOLFDWLRQV�HVSHFLDOO\�ZLWK�UHJDUG�WR�
UHJLRQV�WKDW�ZLOO�H[SHULHQFH�D�PRUH�LQWHQVLYH�FRPSHWLWLRQIURP�WKH�WUDQVLWLRQ�FRXQWULHV��7KH�UHVXOW�ZLOO�EH�
WKDW�DW�OHDVW�WKH�LQGXVWULDO�H[SDQVLRQ�LQ�WKHVH�GLVWULFWV�ZLOO�VORZ�GRZQ�RU�HYHQ�UHVXOW�LQ�UHWDUGDWLRQ�
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)DFWRU�(QGRZPHQWV�DQG�)DFWRU�0RELOLW\
$IWHU� WKH� GLVFXVVLRQ� RI� WKH� UHJLRQDO� HIIHFWV� RI� DQ� LQFUHDVHG�WUDGH�ZLWKLQ� DQ� HQODUJHG�(8�� WKH� GLIIHULQJ�
IDFWRU�HQGRZPHQWV�EHWZHHQ�WKH�FRXQWULHV�LQ�WKH�(8�DQG�WKH�WUDQVLWLRQ�FRXQWULHV�LWV�HIIHFWV�RQ�WKH�PRELOLW\�
RI�ODERXU�DQG�FDSLWDO�ZLOO�EH�GLVFXVVHG��
,PSOLFDWLRQV�IRU�&DSLWDO�0RELOLW\
'LIIHUHQW� UHJLRQV� KDYH� GLIIHUHQWO\� FRPSRVHG� FDSLWDO� DQG� ODERXU� PDUNHWV�� ZKLFK� LPSOLHV� WKDW� WKH�
GHYHORSPHQW� SRVVLELOLWLHV� DUH� QRW� HTXDO� UHJDUGLQJ� FKRLFHV� RI� WHFKQRORJ\� DYDLODEOH� IRU� DGRSWLRQ�� 6LQFH�
WKHUH�H[LVWV�D�PXWXDO�GHSHQGHQFH�EHWZHHQ�WKH�ODERXU�IRUFH
V�FRPSHWHQFH�VWUXFWXUH�DQG�WKH�LQWURGXFWLRQ�RI�
QHZ� WHFKQRORJ\�� D� ODFN� RI� FRPSHWHQFH� LV� D� UHVWULFWLRQ� WR� LQQRYDWLYH� DFWLYLWLHV� DQG� WHFKQRORJ\� UHQHZDO��
7KLV� UHODWLRQVKLS� DSSOLHV� HVSHFLDOO\� LQ� ROG� LQGXVWULDO� UHJLRQV� RU� UXUDO� DUHDV� FKDUDFWHULVHG� E\� HFRQRPLF�
EDFNZDUGQHVV�
(YHQ�LI�FDSLWDO�PRYHV�WR�FKHDS�ODERXU��WKLV�W\SH�RI�LQYHVWPHQW�SDWWHUQ�LV�QRW�SRVW�LQGXVWULDO��,QVWHDG��LW�LV�D�
GHIHQVLYH� LQYHVWPHQW� SDWWHUQ�� ZKLFK� WR� D� JUHDW� H[WHQW� FKDUDFWHULVHV� WKH� HDUO\� SKDVHV� RI� WKH� LQGXVWULDO�
VRFLHW\�LQ�VRPH�UHJLRQV�DW�WKH�VDPH�WLPH�DV�LW�LV�D�VLJQ�RI�WKH�GHYHORSPHQW�RI�D�SRVW�LQGXVWULDO�LQYHVWPHQW�
SDWWHUQ� LQ� RWKHU� UHJLRQV�� LQ� UHJLRQV� ZKHUH� WKHVH� W\SHV� RI� LQYHVWPHQWV� DUH� EHJLQQLQJ� WR� EH� KLVWRU\� DQG�
VWDQGDUGL]HG� FKHDS� ODERXU� LV� QR� ORQJHU� D� FRPSHWLWLYH� DGYDQWDJH�� 6XFK� WHFKQRORJ\� PD\� EH� VRFLDOO\�
GHVLUDEOH�� EXW� WKH� ULVN� H[LVWV� WKDW� UHJLRQDO� VHJPHQWDWLRQ� DQG� SRODULVDWLRQ� DUH� UHLQIRUFHG� OHDGLQJ� WR�
NQRZOHGJH�EDVHG�SURGXFWLRQ�LQ�WKH�FHQWUH�DQG�VWDQGDUGLVHG�SURGXFWLRQ�LQ�WKH�SHULSKHU\��7KLV�SRODULVDWLRQ�
ZLOO� WKXV� EH� DFFHQWXDWHG� E\� D� SRVW�LQGXVWULDO� LQYHVWPHQW SDWWHUQ� ZKHUH� KLJKO\�HGXFDWHG� ODERXU� ZLOO�
LQFUHDVLQJO\�EH�D�ORFDWLRQ�IDFWRU�IRU�PRELOH�FDSLWDO�LQ�WKH�NQRZOHGJH�EDVHG�VHFWRUV�
2Q� WKH� RWKHU� VLGH�� WKLV� LQYHVWPHQW� SDWWHUQ� ZLOO� VWLPXODWH� WKH� JURZWK� RI� WKH� SXUFKDVLQJ� SRZHU� LQ� WKHVH�
FRXQWULHV�ZLWK�DQ�H[SDQVLRQ�RI�WKH�KRPH�PDUNHW�RI�ERWK�FRQVXPHU�DQG�FDSLWDO�JRRGV��%HVLGHV�H[SRUWLQJ�
FKHDS�LQGXVWULDO�JRRGV�WKHVH�FRXQWULHV�DQG�UHJLRQV�DUH�WXUQLQJ�LQWR�D�ODUJH�PDUNHW�WKHPVHOYHV�
7R� VXPPDULVH�� WKH� FRPSRVLWLRQ� RI� WKH� ODERXU� IRUFH� DIIHFWV� WKH� LQGXVWULDO� DQG� SRVW�LQGXVWULDO� ORFDWLRQ�
SDWWHUQV�LQ�DQ�HQODUJHG�(8��3RVW�LQGXVWULDO�DFWLYLWLHV�OLNH�NQRZOHGJH�EDVHG�LQGXVWULHV�DUH�PRVW�IUHTXHQW�LQ�
UHJLRQV�ZLWK�D�KLJK�VKDUH�RI�KLJKO\�HGXFDWHG�ODERXU��7UDGLWLRQDO�ODERXU�LQWHQVLYH�LQGXVWULDO�DFWLYLWLHV�DUH�
FRQFHQWUDWHG� LQ�DUHDV�ZLWK� ORZ� ODERXU�FRVWV� DQG�D� VXUSOXV�RI� ORZ�HGXFDWHG� ODERXU��7KHVH�GLIIHUHQFHV� LQ�
IDFWRU�HQGRZPHQWV�DQG�ODERXU�PDUNHWV�PD\�DFFHQWXDWH�ERWK�UHJLRQDO�VHJPHQWDWLRQ�DQG�SRODULVDWLRQ�

2Q�WKH�RWKHU�KDQG��WKH�UHVXOW�DFFRUGLQJ�WR�WKH�UHODWLRQ�LV�DQ�LQFUHDVH�LQ�ERWK�HPSOR\PHQW�DQG�SXUFKDVLQJ�
SRZHU� LQ� WKH� FDQGLGDWH� FRXQWULHV�� 7KLV� ZLOO� VHUYH� WR� SURPRWH� WKHLU� HFRQRPLF� GHYHORSPHQW�� GHVSLWH�
LQFUHDVLQJ� VSHFLDOL]DWLRQ� LQ� D� ODERXU�LQWHQVLYH� GLUHFWLRQ� DQG� HYHQ� UHVXOW� LQ� HFRQRPLF� UHQHZDO� DQG�
WUDQVIRUPDWLRQ�LI�ODERXU�EHJLQV�WR�EHFRPH�VFDUFH�LQ�WKHVH�FRXQWULHV�

,PSOLFDWLRQV�IRU�/DERXU�0RELOLW\
,I� WKHUH� DUH� VRPH� KLQGUDQFHV� ZLWK� UHJDUG� WR� FDSLWDO� PRELOLW\�� WKHVH� DUH� � DW� OHDVW� WRGD\� � PXFK� PRUH�
REYLRXV� ZLWK� UHJDUG� WR� ODERXU� PRELOLW\�� 7KHUH� LV� QR� FRPPRQ� ODERXU� PDUNHW� ZLWKLQ� WKH� SRWHQWLDOO\�
HQODUJHG�(8�WRGD\�DQG�WKHUH�LV�VWLOO�D�ORQJ�ZD\�WR�JR�EHIRUH�WKLV�SRLQW�LV�UHDFKHG��7KLV�LPSOLHV��WKXV��WKDW�
WKH�IROORZLQJ�UHDVRQLQJ�ZLOO�EH�YHU\�K\SRWKHWLFDO�
$FFRUGLQJ� WR� WUDGLWLRQDO� SXVK�SXOO� WKHRULHV�� WKHVH� HFRQRPLF�GLVSDULWLHV� VKRXOG�� LQ� D� IUHH� ODERXU�PDUNHW��
JLYH�ULVH�WR�KLJK�PLJUDWLRQ�IURP�WKH�WUDQVLWLRQ�FRXQWULHV�WR�WKH�:HVWHUQ�(XURSHDQ�DQG�1RUGLF�FRXQWULHV��
7KLV�LPSOLHV�WKDW�ODERXU�VXUSOXV�DQG�ORZ�ZDJHV�LQ�WKH�WUDQVLWLRQ�FRXQWULHV�ZLOO�EH�WKH�GHWHUPLQDQW�IDFWRUV�
EHKLQG�WKH�PLJUDWLRQ�GHFLVLRQV��EXW�HYHQ�WKH�KLJK�ZDJHV�LQ�(8���ZLOO�JLYH�VRPH�KRSHV�DERXW�WKH�IXWXUH��
ZKLFK�ZLOO�IXUWKHU�VWLPXODWH�WKH�ODERXU�PRELOLW\�SURFHVV�
+RZHYHU��DFFRUGLQJ�WR�WKH�VHJPHQWHG�ODERXU�PDUNHW�WKHRULHV��WKLV�VKRXOG�UHVXOW�LQ�WKRVH�ZRUNHUV�ZKR�DUH�
UHOHDVHG�LQ�WKH�FRQWLQXHG�VWUXFWXUDO�WUDQVLWLRQ�RI�WKH�FDQGLGDWH�FRXQWULHV¶�HFRQRPLHV�QRW�EHLQJ�LQ�GHPDQG�
LQ� HLWKHU� WKH�SULYDWH� RU� WKH�SXEOLF�VHFWRUV� LQ�:HVWHUQ�(XURSH�� ,W� VHHPV� WKDW� HYHQ� LI� D� VXSSO\�RI�PRELOH�
ODERXU� VKRXOG� DSSHDU� LQ� WKH� FDQGLGDWH� FRXQWULHV�� WKH�(8���GHPDQG� IRU� WKLV� NLQG�RI� ODERXU� VHHPV�TXLWH�
OLPLWHG��7KLV�GRHV�QRW��KRZHYHU��LPSO\�WKDW�QR�PLJUDWLRQ�IURP�WKH�FDQGLGDWH�FRXQWULHV�WR�:HVWHUQ�(XURSH�
ZLOO�RFFXU�� LW�RQO\�VD\V�WKDW�VXFK�D�PLJUDWLRQ�ZLOO�QRW�EH�LQ�UHSO\�WR�D�GHPDQG�IRU�WKH�W\SH�RI�ODERXU�WKDW�
WKH�FRXQWULHV�FDQ�RIIHU��)RU�KLJKO\�HGXFDWHG�ODERXU�IURP�WKH�FDQGLGDWH�FRXQWULHV�WKH�VLWXDWLRQ�DUH�RI�FRXUVH�
TXLWH�GLIIHUHQW�
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7KH� HFRQRPLF� WUDQVIRUPDWLRQ� LQ� WKH� WUDQVLWLRQ� FRXQWULHV� QRW� RQO\� KDV� LPSOLFDWLRQV� RQ� WKH� LQWHUQDWLRQDO�
PLJUDWLRQ�� LQWHUQDO�PLJUDWLRQ�ZLOO� DOVR� EH� DIIHFWHG��:KHQ� WKH� XQHPSOR\PHQW� LQFUHDVH� DQG� WKH� UHJLRQDO�
XQHPSOR\PHQW�OHYHOV�DQG�OLYLQJ�VWDQGDUG�GLYHUJH��WKH�LQWHUQDO�PLJUDWLRQ�SDWWHUQ�ZLOO�EH�FKDQJHG�LQ�D�ZD\�
PRUH�DOLNH�WKH�PLJUDWLRQ�SDWWHUQ�LQ�GHYHORSPHQW�FRXQWULHV��7KLV�ZLOO�UHVXOW�LQ�DQ�RXW�PLJUDWLRQ�IURP�UXUDO�
DUHDV�WR�ODUJHU�WRZQV�DQG�PHWUR�DUHDV��ZKHUH�WKH�ODERXU�PDUNHW�LV�PRUH�GLYHUVLILHG��)URP�D�KXPDQ�FDSLWDO�
DSSURDFK�WKLV� LV�UDWLRQDO�HYHQ�LI� WKHUH�DUH�QR�MREV�GLUHFWO\�LQ�WKH�GHVWLQDWLRQ�DUHDV��7KH�PRUH�GLYHUVLILHG�
ODERXU�PDUNHW�LQ�WKHVH�DUHDV�ZLOO�JLYH�WKH�PLJUDQWV�D�EHWWHU�FKDQFH�WR�ILQG�RQH�FRPSDUHG�WR�VWD\LQJ�KRPH�
7KHUH�DUH��KRZHYHU�� DOVR� UHJLRQV� LQ� WKH� WUDQVLWLRQ�FRXQWULHV�ZKLFK�DUH�ERWK� LQ� DQG�RXW�PLJUDWLRQ�DUHDV�
DFFRUGLQJ�WR�GLIIHUHQW�PLJUDWRU\�JURXSV��(VSHFLDOO\�VRPH�ERUGHU�UHJLRQV�ZKHUH�WKHUH�DUH�ODUJH�GLIIHUHQFHV�
LQ� OLYLQJV� VWDQGDUGV� ERWK� DFFRUGLQJ� WR� WKH� QDWLRQDO� FHQWUH�� ZKHUH� LW� LV� KLJKHU� � DQG� DFFRUGLQJ� WR� WKH�
VXUURXQGLQJ�QHLJKERXU�DUHDV�RQ�WKH�RWKHU�VLGH�RI� WKH�ERUGHU�� ZKHUH�LW� LV� ORZHU��$W� WKH�VDPH�WLPH�WKHUH�
KDV��KRZHYHU��EHHQ�D�ODUJH�LQIORZ�RI�SHRSOH�WR�WKH�PHWUR�DUHDV��
)XWXUH�0DVV�0LJUDWLRQ"�

$IWHU�WKH�FROODSVH�RI�WKH�6RYLHW�%ORFN��PDQ\�ZRUGV�RI�IHDU�ZHUH�KHDUG�DERXW�D�IXWXUH�PDVV�PLJUDWLRQ�IURP�
(DVW�WR�:HVW��7KH�ODUJH�JDSV�LQ ZDJHV�DQG�OLYLQJ�VWDQGDUG��WKH�GUHDPV�RI�D�QHZ�OLIH�LQ�WKH�:HVWHUQ�:RUOG�
ZHUH� IDFWRUV� ZKLFK� DOO� JDYH� ULVH� WR� IHDUV� DERXW� D� PDVV� PLJUDWLRQ� IURP� WKH� IRUPHU� 6RYLHW� %ORF� WR� WKH�
:HVWHUQ�FRXQWULHV��7KHVH�HFRQRPLF�PRWLYHV�ZHUH�WKHQ�UHLQIRUFHG�E\�JHRSROLWLFDO�IDFWRUV�VXFK�DV�ZDUV�DQG�
HWKQLF�FRQIOLFWV�
7KH�HFRQRPLF�IDFWRUV�FDQ�EH�KDQGOHG�PRUH�HDVLO\�WKDQ�WKH�JHRSROLWLFDO�IDFWRUV��7KH�ODWWHU�DUH�PXFK�PRUH�
XQIRUHVHHQ�DQG� LW� LV� DOPRVW� LPSRVVLEOH� WR� WDNH�FDUH�RI� WKHVH� IDFWRUV� LQ�D�GLVFXVVLRQ�RI� IXWXUH�PLJUDWRU\�
PRYHPHQWV��%HFDXVH�RI� WKLV� IDFW�� WKH�GLVFXVVLRQ�� EDVHG�RQ� WUDGLWLRQDO�QHR�FODVVLFDO�SXVK�SXOO�PRGHOV��
KDG�EHHQ� IRFXVHG�RQ� WKH�GLIIHUHQFHV� LQ� OLYLQJ�FRQGLWLRQV��ZDJHV�� DQG�HPSOR\PHQW�RSSRUWXQLWLHV��ZKLFK�
VKRXOG�UHVXOW�LQ�DQ�LQFUHDVHG�PLJUDWLRQ��HYHQ�PDVV�PLJUDWLRQ��IURP�(DVW�WR�:HVW�
+LVWRU\�VWDQGV�DOVR�ZLWQHVV�RI�D�ORW�RI�FDVHV�ZKHUH�GLIIHUHQFHV�LQ�OLYLQJ�FRQGLWLRQV�KDYH�UHVXOWHG�LQ�ODUJH�
PLJUDWRU\�PRYHPHQWV�
7KHUH�DUH�WKXV�VWLOO�D�ORW�RI�IRUPDO�REVWDFOHV�WRZDUGV�WR�D�IUHH�FRPPRQ�ODERXU�PDUNHW��ZKLFK�RI�FRXUVH�DUH�
KDPSHULQJ�IDFWRUV�ZLWK�UHJDUG�WR�WKH�(DVW�:HVW�PLJUDWLRQ��7KLV�IDFW�LPSOLHV�WKDW�WKHUH�VWLOO�LV�DQ�HQRUPRXV�
SRWHQWLDO�HPLJUDWLRQ�SUHVVXUH�LQ�WKH�FDQGLGDWH�FRXQWULHV��ZKLFK�ZLOO�EH�UHOHDVHG�ZKHQ�WKH�ERUGHUV�LQ�WKH�
IXWXUH�ZLOO�EH�WRWDOO\�RSHQHG��7KLV�UHDVRQLQJ�LV�LQ�OLQH�ZLWK�WKH�QHR�FODVVLFDO�SXVK�SXOO�DSSURDFK�ZLWK�LWV�
IRFXV�RQ�HFRQRPLF�PRWLYHV�DQG�HTXLOLEULXP��7KH�6/0�DSSURDFK�SD\�DOVR�UHJDUG�WR�HFRQRPLF�PRWLYHV�EXW�
IURP�DQRWKHU�SRLQW�RI�YLHZ�� LQVWHDG�RI�D�GHYHORSPHQW�WRZDUGV�HTXLOLEULXP�WKLV�DSSURDFK�IRFXV�RQ�D�
GHYHORSPHQW�WRZDUGV�GLVHTXLOLEULXP��7KLV�GLVHTXLOLEULXP�H[LVWV�WRJHWKHU�ZLWK�VLWXDWLRQ�ZKHUH�PLJUDWLRQ�
KDV�VORZHG�GRZQ�GHVSLWH�RI�ODUJH�GLIIHUHQFHV�LQ�ZDJHV�DQG�OLYLQJ�VWDQGDUG�
$�IXWXUH�FRPPRQ�ODERXU�PDUNHW�ZLWKLQ�DQ�HQODUJHG�(8�ZLOO��RI�FRXUVH��VWLPXODWH�ODERXU�PRELOLW\�DV�RQH�
LPSRUWDQW�REVWDFOH�IRU�IUHH�PLJUDWRU\�PRYHPHQWV�KDV�GLVDSSHDUHG��7KH�HIIHFWV�RQ�RQH�ZD\�PLJUDWLRQ�DV�D�
FRQVHTXHQFH�RI�RSHQ�ERUGHUV�ZLOO��KRZHYHU��EH�GLPLQLVKHG�LI�WKH�JDS�LQ�OLYLQJ�FRQGLWLRQV�ZLOO�EH�VPDOOHU��
0XFK�RI�WKH�IHDU�IRU�D�PDVV�PLJUDWLRQ�FDQ�WKXV�EH�FXUHG�E\�D�FRQWLQXHG�SRVLWLYH�HFRQRPLF�GHYHORSPHQW�
LQ�WKH�WUDQVLWLRQ�FRXQWULHV��7KH�ODWWHU�GHYHORSPHQW�ZLOO��KRZHYHU��VWLPXODWH�PLJUDWLRQ�LQ�DQRWKHU�ZD\��7KH�
FDWFKLQJ�XS�SURFHVV�ZLOO�VWLPXODWH�PLJUDWLRQ�DQG�ODERXU�PRELOLW\�LQ�ERWK�GLUHFWLRQV�DV�D�FRQVHTXHQFH�RI�
LQFUHDVHG�VLPLODULWLHV�LQ�HFRQRPLF�VWUXFWXUH�RQ�ERWK�VLGHV�RI�WKH�%DOWLF�6HD��7KLV�KDV�QRWKLQJ�WR�GR�ZLWK�
PDVV�PLJUDWLRQ�� LQVWHDG�LW�LV�D�QDWXUDO�LQJUHGLHQW�LQ�HFRQRPLF�GHYHORSPHQW��8QIRUWXQDWHO\��HYHQ�LI�WKHUH�
DUH�VLJQV�RI�DQ�LQFUHDVHG�UHWXUQ�PLJUDWLRQ�WR�VRPH�RI�WKH�WUDQVLWLRQ�FRXQWULHV��D�VLWXDWLRQ�RI�WZR�ZD\�
PLJUDWLRQ�LV�IDU�DZD\��+HUH��D�SRO\FHQWULF�GHYHORSPHQW�ZLOO�EH�RI�XWPRVW�LPSRUWDQFH�WR�VWLPXODWH�
V\PPHWULF�UHODWLRQV�DQG�WZR�PLJUDWRU\�IORZV�ZLWK�DQ�HQODUJHG�(8�
7KH�VSHFLILF�SUREOHPV�DQG�RSSRUWXQLWLHV�ZLWK�IORZV��LQWHJUDWLRQ�DQG�WUDQVLWLRQ�SURFHVVHV�DFFHQWXDWHG�LQ�
WKH�HQODUJHPHQW�SURFHVV�DUH�

� 7KLV� SDUW� RI� WKH� SURMHFW� ZLOO� SXUVXHG� LQ� FRRSHUDWLRQ�ZLWK� RXU� SDUWQHU� ,736�ZKR� LV� DOVR�(6321� SURMHFW� ������ /HDG�
3DUWQHU



����

x 4XHVWLRQV�FRQFHUQLQJ�IXWXUH�H[WHUQDO�HFRQRPLF�OLQNV��SRVVLEOH�UHRULHQWDWLRQ��RI�(DVWHUQ�UHJLRQV�RI�
WKH�SUHVHQW�FDQGLGDWH�FRXQWULHV��$W�SUHVHQW�WKLV�OLQNV�DUH�SUHGRPLQDQWO\�RULHQWHG�WRZDUGV�WKH�QRQ�
DFFHVVLRQ�(DVW�(XURSHDQ�FRXQWULHV�

x 7KH�UHODWLRQVKLS�EHWZHHQ�WKH�GHPDQG�IRU�WUDQVLW�WUDQVSRUW�YHUVXV�GRPHVWLF�WUDQVSRUW�LQ�FDQGLGDWH�
FRXQWULHV�

7KH�FUXFLDO�K\SRWKHVHV�UHJDUGLQJ�IORZV��LQWHJUDWLRQ�DQG�WUDQVLWLRQ�SURFHVVHV�DUH��

x *HQHUDO�UHRULHQWDWLRQ�RI�HFRQRPLF�IORZV�IURP�(DVW�WR�:HVW��LQ�FDVH�RI�FDQGLGDWH�FRXQWULHV��KDV�
DOUHDG\�WDNHQ�SODFH�GXULQJ�WKH���V��:KDW�LV�QRZ�H[SHFWHG�LV�JURZLQJ�LQWHQVLW\�DQG�FKDQJLQJ�
FRPSRVLWLRQ�RI�IORZV

x 6RPH�WUDQVSRUW�IORZV�ZLOO�EHFRPH�PRGLILHG�GXH�WR�HOLPLQDWLRQ�RI�EDUULHUV�EHWZHHQ�WKH�SUHVHQW�
FDQGLGDWH�FRXQWULHV��SDU�H[DPSOH�ZH�FDQ�DOUHDG\�REVHUYH�WKH�FKDQJHV�LQ�3ROLVK�)LQLVK�+*9�WUDIILF�
GLUHFWLRQ�IURP�%DOWLF�6HD�IHUULHV�WR�9LD�%DOWLFD�URDG�WKURXJK�%DOWLF�6WDWHV�

������3ROLWLFDO�HFRQRPLF�WUDQVIRUPDWLRQ
7KH�WUDQVIRUPDWLRQ�LQ�WKH�&DQGLGDWH�&RXQWULHV�DIWHU�WKH�IDOO�RI�WKH�%HUOLQ�:DOO�ZDV�QRW�RQO\�SROLWLFDO��EXW�
HFRQRPLF�DQG�VRFLDO�DV�ZHOO��3ROLWLFDO�HFRQRPLF�WUDQVIRUPDWLRQ�LQFOXGHV�D�QXPEHU�RI�SDUDOOHO�SURFHVVHV��

x PDUNHWLVDWLRQ��DEROLVKLQJ�WKH�GLUHFWLYH�V\VWHP�RI�FHQWUDO�SODQQLQJ��OLEHUDOLVDWLRQ�RI�SULFHV�DQG�
ZDJHV��HVWDEOLVKLQJ�LQVWLWXWLRQV�RI�FDSLWDO��PRQH\ DQG�FRPPRGLW\�PDUNHWV��DEROLVKLQJ�WKH�V\VWHP�
RI�H[WHQVLYH�VXEVLGLHV��LQWURGXFLQJ�WKH�UHJXODWLRQ�RI�FRPSHWLWLRQ��DQWL�PRQRSROLVWLF�PHDVXUHV�
DQG�RI�FRQVXPHUV
�SURWHFWLRQ�

x SULYDWLVDWLRQ��SULYDWLVDWLRQ�RI�VWDWH�DVVHWV��FRPSHQVDWLRQ�RI�SHRSOH�H[SURSULDWHG�LQWKH�SDVW��OHJDO�
UHJXODWLRQ�RI�GLIIHUHQW�W\SHV�RI�FRUSRUDWLRQV�DQG�HQWHUSULVHV��JXDUDQWHHLQJ�WKH�ULJKWV�WR�SURSHUW\�

x RSHQLQJ�WUDGH�EDUULHUV��DEROLVKLQJ�GLVFULPLQDWLYH�WUDGH�EDUULHUV��OLEHUDOLVDWLRQ�RI�IRUHLJQ�WUDGH��
VWHSV�WR�ZDUGV�FRQYHUWLELOLW\�RI�WKH�FXUUHQF\��HVWDEOLVKLQJ�WKH�OHJDO�DQG�HFRQRPLF�SUHFRQGLWLRQV�
RI�IRUHLJQ�GLUHFW�DQG�SRUWIROLR�LQYHVWPHQW�

x QHZ�IXQFWLRQV RI�FHQWUDO�DQG�ORFDO�JRYHUQPHQW��QHZ�UHJLRQDO�OHYHO�QHZ�JRYHUQPHQW�VWUXFWXUH��
QHZ�LQVWLWXWLRQV

� FKDQJH�LQ�WKH�UHODWLRQVKLS�EHWZHHQ�PLQLVWULHV�DQG�HQWHUSULVHV��VWUHDPOLQLQJ�RI�JRY�
HUQPHQW��

� FKDQJHV�LQ�SURFHGXUHV�RI�SXEOLF�DGPLQLVWUDWLRQ��
� QHZ�V\VWHP�RI�WD[DWLRQ�DQG�EXGJHW�H[SHQGLWXUH�FRQWURO��
� HVWDEOLVKLQJ�DQG�HQIRUFLQJ�QHZ�UHJXODWLRQV�DJDLQVW�FRUUXSWLRQ�DQG�IUDXG��
� QHZ�DGPLQLVWUDWLYH�DQG�ILQDQFLDO�V\VWHP�RI�UHJLRQDO�DQG�ORFDO�JRYHUQPHQWV�
� 7UDQVIHU�RI�SRZHU�DQG�ILQDQFLDO�UHVSRQVLELOLWLHV�IURP�FHQWUDO�WR�ORFDO�JRYHUQPHQWV�

LQ�SDUWLFXODU�WR�VHOI�JRYHUQPHQW�XQLWV
� ,QWURGXFWLRQ�RI�LQWHUPHGLDWH�OHYHOV�RI�VHOI�JRYHUQPHQW�LQ�VRPH�FDQGLGDWH FRXQWULHV

7KH�VSHFLILF�SUREOHPV�DQG�RSSRUWXQLWLHV�ZLWK�SROLWLFDO�HFRQRPLF�WUDQVIRUPDWLRQ�SURFHVVHV�DFFHQWXDWHG�LQ�
WKH�HQODUJHPHQW�SURFHVV�DUH��
$GPLQLVWUDWLYH�FKDQJH�WR�UHIOHFW�WKH�GHPDQGV�RI�(8�PHPEHUVKLS�PD\�EH�GLIILFXOW�LQ�WKH�&DQGLGDWH�
&RXQWULHV��DV�LQ�DQ\�QDWLRQ��%XW�WKH�FKDOOHQJH�LV�WR�DWWHPSW�WR�SURGXFH�LQVWLWXWLRQDO�V\QHUJLHV�RQ�DOO�OHYHOV�
RI�JRYHUQDQFH�WKDW�ZLOO�DLG�IXUWKHU�OLEHUDOLVDWLRQ�RI�HFRQRPLHV�DQG�IXUWKHU�IDFLOLWDWH�JURZWK�
2YHUFRPLQJ�WKH�ODUJH�VKDGRZ�HFRQRPLHV�WKDW�H[LVW�LQ�VRPH�FRXQWULHV���

7KH�FUXFLDO�K\SRWKHVLV�UHJDUGLQJ�SROLWLFDO�HFRQRPLF�WUDQVIRUPDWLRQ�SURFHVVHV�LV��
3ROLWLFDO�HFRQRPLF�WUDQVIRUPDWLRQ�LQ�WKH�$FFHVVLRQ�FRXQWULHV�DIIHFWLQJ�WKH�(XURSHDQ�VSDWLDO�WLVVXH�ZLOO�EH�
IDFLOLWDWHG�E\�D�WUDQVSDUHQW�ERWWRP�XS�DSSURDFK�DQG�WKH�LQWURGXFWLRQ�RI�QHZ�IRUPV�RI�SDUWQHUVKLSV�DQG�
ORFDO�JRYHUQPHQWDO�LQYROYHPHQW�DFKLHYH�FRQYHUJHQFH�DQG�SRO\FHQWULF�XUEDQ�GHYHORSPHQW��



����

������&RQYHUJHQFH�GLYHUJHQFH�
'LPHQVLRQV�RI�FRQYHUJHQFH��VRXUFH��&(&�>����@��6HFRQG�UHSRUW�RQ�(FRQRPLF�DQG�6RFLDO�&RKHVLRQ�
� SURGXFWLYLW\��FRPSHWLWLYHQHVV�DQG�HFRQRPLF�SHUIRUPDQFH
� GHPRJUDSK\�DQG�PLJUDWLRQ
� LQYHVWPHQW
� LQIUDVWUXFWXUH�HQGRZPHQW
� KXPDQ�UHVRXUFH�GHYHORSPHQW
� LQQRYDWLRQ�DQG�5'7
%\�WKH�WHUP�JRDO�LQ�WKH�$PVWHUGDP�WUHDW\��$UW������WHUULWRULDO�FRKHVLRQ�WKH�HQWLUH�VSDWLDO�GHYHORSPHQW�
DFWLYLWLHV�RI�WKH�8QLRQ�DUH�JLYHQ�D�QHZ�FRPPLWPHQW��,Q�WKH��6HFRQG�UHSRUW�RQ�HFRQRPLF�DQG�VRFLDO�
FRKHVLRQ��WKH�(XURSHDQ�&RPPLVVLRQ�PDNHV�FOHDU�WKDW�WKLV�ZLOO�EH�WDNHQDV�D�UHDVRQ�IRU�WKH�UHVWUXFWXULQJ�
RI�UHJLRQDO�SROLF\�IRU�WKH�SHULRG�DIWHU�������8QIRUWXQDWHO\��LW�LV�GHILQHG�QRZKHUH�VR�IDU��
+RZHYHU��LW�PD\�EH�DVVXPHG�WKDW�WKH�FRQFHSW�RI�SRO\FHQWULF�GHYHORSPHQW�LV�WKH�SURSHU�VSDWLDO�PRGHO�IRU�
SXUVXLQJ�WKH�JRDO�RI�WHUULWRULDO�FRKHVLRQ��
:KLOH�XVXDOO\�HFRQRPLF�DQG�VRFLDO�FRKHVLRQ�LV�PHDVXUHG�E\�FULWHULD�LQGLFDWRUV�IRU�FHUWDLQ�WHUULWRULHV�OLNH�
*'3�SHU�FDSLWD��(PSOR\PHQW��,QFRPH��0DOH�IHPDOH�HPSOR\PHQW��3RSXODWLRQ�FKDQJH��HGXFDWLRQDO�OHYHO�
HWF��IRU�DVVHVVLQJ�WHUULWRULDO�FRKHVLRQ�WKHUH�PLJKW�EH�FULWHULD�LQGLFDWRUV�UHOHYDQW�OLNH�VSHFLILF�
UHODWLRQV�H[FKDQJHV�EHWZHHQ�WHUULWRULHV��HJ�PLJUDWLRQ��FRPPHUFLDO�OLQNV��FXOWXUDO�UHODWLRQVKLSV��
LQVWLWXWLRQDO�UHODWLRQV��DFFHVVLELOLW\�HWF�
7KH�VSHFLILF�SUREOHPV�DQG�RSSRUWXQLWLHV�ZLWK�FRQYHUJHQFH�GLYHUJHQFH�SURFHVVHV�DFFHQWXDWHG�LQ�WKH�
HQODUJHPHQW�SURFHVV�DUH�
7KH�GLIIHUHQW�IHHGEDFN�SURFHVVHV�WKDW�ZLOO�GRPLQDWH�WKH�UHJLRQDO�GHYHORSPHQW�LQ��EDODQFHG�RU�XQEDODQFHG�
GLUHFWLRQV��,I�WKH�FHQWULIXJDO�IRUFHV�ZLOO�GRPLQDWH�D�PRQRFHQWULF�GHYHORSPHQW��GLYHUJHQW�GHYHORSPHQW�ZLOO�
EH�WKH�UHVXOW�DQG�WKH�FRQFHQWUDWLRQ�SURFHVV�ZLOO�EH�DFFHQWXDWHG��,I�WKH�FHQWULSHWDO�IRUFHV�LQVWHDG�GRPLQDWH��
D�SRO\FHQWULF�DQG�FRQYHUJHQW�GHYHORSPHQW�ZLOO�EH�WKH�FRQVHTXHQFH��7KLV�LV�DOVR�PRUH�LQ�OLQH�ZLWK�WKH�
UHFRPPHQGDWLRQ�IURP�(6'3�DQG�LQ�OLQH�ZLWK�WKH�ZKROH�(6321�SURJUDPPH��,Q�VXFK��WR�KDPSHU�D�
PRQRFHQWULF�GHYHORSPHQW�DQG�VWLPXODWH�D�SRO\FHQWULF�RQH�LV�D�SROLWLFDO�TXHVWLRQ�WKDW�LQ�PDQ\�FDVHV�ZLOO�
EH�FRQWURYHUVLDO
*HRJUDSKLFDO�IRFXV��2Q�1876��OHYHO�PRUH�GDWD�ZLOO�EH�DYDLODEOH��EXW�1876��OHYHO�SURYLGHV�EHWWHU�
LQIRUPDWLRQ��H[DPSOHV�KDYH�VKRZQ�WKDW�FRXQWULHV�FDQ�VKRZ�FRQYHUJHQFH�RQ�1876��OHYHO��EXW�GLYHUJHQFH�
RQ�1876��OHYHO�
7LPH�VFDOH��$W�GLIIHUHQW�WLPH�VFDOHV�WKHUH�DUH�GLIIHUHQFHV�EHWZHHQ�VWDWLVWLFDO�FRQYHUJHQFH��EDVH�\HDU�
VHHPV�WR�EH������
(FRQRPLF�SHUIRUPDQFH�LV�RQH�RI�WKH�SRVVLEOH�LQGLFDWRUV��ZKLFK�FRXOG�EH�GHVFULEHG�DV�QHW�YDOXH�DGGHG��$W�
WKH�VDPH�WLPH�ZH�VKRXOG�ORRN�DW�WKH�GULYLQJ�IRUFHV�IRU�UHJLRQDO�HFRQRPLF�GHYHORSPHQW��ZKLFK�FDQ�EH�ERWK�
HFRQRPLF�DQG�VRFLDO��H�J��DFFHVVLELOLW\��VNLOOHG�ODERXU�VXSSO\��5	'�H[SHQGLWXUHV�HWF���
7KH�FUXFLDO�K\SRWKHVLV�UHJDUGLQJ�FRQYHUJHQFH�GLYHUJHQFH�SURFHVVHV�LV��
:KLFK�DUH�WKH�GULYLQJ�IRUFHV��ERWK�HFRQRPLF�DQG�VRFLDO��IRU�FRQYHUJHQFH"

������$FFHVVLELOLW\
,Q�WKH�FRQWH[W�RI�VSDWLDO�GHYHORSPHQW��WKH�TXDOLW\�RI�WUDQVSRUW�LQIUDVWUXFWXUH�LQ�WHUPV�RI�FDSDFLW\��
FRQQHFWLYLW\��WUDYHO�VSHHGV�HWF��GHWHUPLQHV�WKH�TXDOLW\�RI�ORFDWLRQV�UHODWLYH�WR�RWKHU�ORFDWLRQV��L�H��WKH�
FRPSHWLWLYH�DGYDQWDJH�RI�ORFDWLRQV�DV�VXFK��7KLV�LV�XVXDOO\�PHDVXUHG�DV�DFFHVVLELOLW\��,QYHVWPHQWV�LQ�
WUDQVSRUW�LQIUDVWUXFWXUH�EXW�DOVR�UHPRYDOV�RI�VRFLDO��HFRQRPLF�DQG�SROLWLFDO�EDUULHUV�DV�LW�ZLOO�KDSSHQ�LQ�WKH�
HQODUJHPHQW�SURFHVV�OHDG�WR�FKDQJLQJ�ORFDWLRQDO�TXDOLWLHV�RI�WKLV�W\SH��
7KHUH�DUH�QXPHURXV�GHILQLWLRQV�DQG�FRQFHSWV�RI�DFFHVVLELOLW\��9HU\�VLPSOH�DFFHVVLELOLW\�LQGLFDWRUV�WDNH�
RQO\�WUDQVSRUW�LQIUDVWUXFWXUH�LQ�DQ�DUHD�LWVHOI�LQWR�DFFRXQW�DV�DQ�HQGRZPHQW�IDFWRU��0RUH�FRPSOH[�
DFFHVVLELOLW\�LQGLFDWRUV�WDNH�DFFRXQW�RI�WKH�FRQQHFWLYLW\�RI�WUDQVSRUW�QHWZRUNV�E\�GLVWLQJXLVKLQJ�EHWZHHQ�
WKH�QHWZRUN�LWVHOI�DQG�WKH�DFWLYLWLHV�RU�RSSRUWXQLWLHV�WKDW�FDQ�EH�UHDFKHG�E\�LW��7KHVH�LQGLFDWRUV�DOZD\V�



����

LQFOXGH�LQ�WKHLU�IRUPXODWLRQ�D�VSDWLDO�LPSHGDQFH�WHUP�WKDW�GHVFULEHV�WKH�HDVH�RI�UHDFKLQJ�RWKHU�VXFK�
GHVWLQDWLRQV�RI�LQWHUHVW��,PSHGDQFH�FDQ�EH�PHDVXUHG�LQ�WHUPV�RI�WUDYHO�WLPH��FRVW�RU�LQFRQYHQLHQFH�DQG�
PD\�DOVR�LQFOXGH�VRFLDO��HFRQRPLF�DQG�SROLWLFDO�EDUULHUV�
,Q�WKLV�VWXG\��WKH�PRUH�FRPSOH[�DFFHVVLELOLW\�LQGLFDWRUV�ZLOO�EH�XVHG��7KLV�ZLOO�EH�GRQH�E\�IROORZLQJ�WKH�
GHILQLWLRQV�RI�(6321�DFWLRQV�������DQG�������LQ�ZKLFK�DFFHVVLELOLW\�DV�VXFK�DQG�LWV�LPSDFW�RQ�UHJLRQDO�
GHYHORSPHQW�SOD\�SURPLQHQW�UROHV��$�FORVH�FR�RSHUDWLRQ�ZLWK�ERWK�SURMHFWV�LV�HQVXUHG��EHFDXVH�6	:��RQH�
RI�WKH�PDLQ�SDUWQHUV�LQ�WKLV�SURMHFW��LV�DOVR�D�PDLQ�SDUWQHUV�LQ�ERWK�SURMHFWV�PHQWLRQHG�DERYH�
7KH� VSHFLILF� SUREOHPV� DQG� RSSRUWXQLWLHV� ZLWK� DFFHVVLELOLW\� SURFHVVHV� DFFHQWXDWHG� LQ� WKH� HQODUJHPHQW�
SURFHVV�DUH�
� VHYHUDO�UHJLRQV�LQ�WKH�FDQGLGDWH�FRXQWULHV�PLJKW�LPSURYH�WKHLU�ORFDWLRQDO�SRVLWLRQ�ZLWK�UHVSHFW�WR�RWKHU�

(XURSHDQ�UHJLRQV��
� GXH�WR�GLIIHUHQW�LQYHVWPHQW�SULRULWLHV��DFFHVVLELOLW\�E\�UDLO�PLJKW�JURZ�PXFK�VORZHU�WKDQ�DFFHVVLELOLW\�

E\�URDG�
7KH�FUXFLDO�K\SRWKHVHV�UHJDUGLQJ�DFFHVVLELOLW\�SURFHVVHV�DUH�
� 7KH�LPSOHPHQWDWLRQ�RI�7,1$�QHWZRUNV�ZLOO�LQFUHDVH�UHJLRQDO�GLVSDULWLHV�LQ�WHUPV�RI�DFFHVVLELOLW\�LQ�

WKH�FDQGLGDWH�FRXQWULHV�
� 7KH�LPSOHPHQWDWLRQ�RI�7,1$�QHWZRUNV�LQ�WKH�FDQGLGDWH�FRXQWULHV�ZLOO�LPSURYH�WKHLU�DEVROXWH�OHYHO�RI�

DFFHVVLELOLW\��EXW�UHODWLYH�JDSV�WR�UHJLRQV�RI�(8���ZLOO�FRQWLQXH�WR�H[LVW��

������6SDWLDO�FRRSHUDWLRQ�DQG�LQWHJUDWLRQ
6WDELOLW\�DQG�VHFXULW\�RI�WKH�(XURSHDQ�FRQWLQHQW�FDQ�RQO\�EH�DFKLHYHG�WKURXJK�LWV�HFRQRPLF��VRFLDO��
SROLWLFDO�DQG�VSDWLDO�LQWHJUDWLRQ��6R�WKH�FRQFHSW�RI�LQWHJUDWLRQ�KDV�VHYHUDO�PHDQLQJV��2QH�RI�WKHP�LV�VSDWLDO�
LQWHJUDWLRQ�
6SDWLDO�LQWHJUDWLRQ�PHDQV�WKH�FRQYHUJHQFH�RI�GLIIHUHQW�JHRJUDSKLFDO�VLWHV�DQG�UHJLRQV�LQ�WHUPV�RI�WLPH�
FRVWV�DQG�SV\FKRORJLFDO�GLVWDQFH��,W�PHDQV�WKH�HVWDEOLVKPHQW�RI�GHQVH�WUDQVSRUW�DQG�WHOHFRPPXQLFDWLRQ�
QHWZRUNV��DQG�WKH�HQDEOLQJ�RI�VSHHG\��IUHTXHQW�DQG�EXUHDXFUDF\�IUHH�PRYHPHQW�RI�SHRSOH��JRRGV�DQG�
LQIRUPDWLRQ��,W�PHDQV��WR�PDNH�ERUGHUV�DV�SHQHWUDEOH�DQG��VSLULWXDOLVHG��DV�SRVVLEOH��,W�DOVR�PHDQV�WR�
FUHDWH�WUDQVQDWLRQDO�FR�RSHUDWLRQ�QHWZRUNV�EHWZHHQ�FLWLHV��UHJLRQV�DQG�DOO�RWKHU�DFWRUV�RI�VSDWLDO�
GHYHORSPHQW�
3DUWQHUVKLSV�DW�DOO�OHYHOV�DQG�LQ�DOO�VSKHUHV�DUH�QHFHVVDU\�WR�IRVWHU�LQWHJUDWLRQ��EHWZHHQ�QDWLRQDO�
DGPLQLVWUDWLRQ��EHWZHHQ�UHJLRQDO�DQG�ORFDO�JRYHUQPHQWV��EHWZHHQ�HFRQRPLF��SROLWLFDO��HQYLURQPHQWDO�DQG�
FXOWXUDO�LQVWLWXWLRQV��DPRQJ�HQWHUSULVHV��FLWLHV�DQG�UHJLRQV�
:H�DOVR�PXVW�KDYH�LQ�PLQG�WKDW�WKH�VSHHG�RI�LQWHJUDWLRQ�GLIIHUV�GXH�WR�GLIIHUHQW�SROLWLFDO��HFRQRPLF�DQG�
JHRJUDSKLF�IDFWRUV�IURP�FRXQWU\�WR�FRXQWU\��
%\�VWUHVVLQJ�WKH�LPSRUWDQFH�RI�VSDWLDO�LQWHJUDWLRQ��ZH�GR�QRW�ZDQW�WR�GLYHUW�DWWHQWLRQ�IURP�WKH�IRUP�RI�
LQWHJUDWLRQ��EHLQJ�RI�SULPDU\�LPSRUWDQFH�IRU�WKH�VRXWKHDVWHUQ�(XURSHDQ�FRXQWULHV��HFRQRPLF�DQG�SROLWLFDO�
LQWHJUDWLRQ�LQ�WKH�IUDPHZRUN�RI�WKH�(XURSHDQ�8QLRQ�
%XW�HYHQ�LQ�WKLV�UHVSHFW��RQH�VKRXOG�GLVWLQJXLVK�EHWZHHQ�LQWHJUDWLRQ�DQG�DFFHVVLRQ��&RXQWULHV��QRW�DSSOLHG�
IRU�DFFHVVLRQ�LQWR�WKH�(XURSHDQ�8QLRQ��FDQ�DOVR�WDNH�SDUW�LQ�VHYHUDO�HOHPHQWV�RI�WKH�(XURSHDQ�LQWHJUDWLRQ�
SURFHVV��6HYHUDO�(XURSHDQ�LQWHJUDWLRQ�LQLWLDWLYHV�DQG�RUJDQLVDWLRQV�DUH�QRW�UHVHUYHG�WR�(8�PHPEHU�
FRXQWULHV�DQG�PHPEHU�FDQGLGDWHV��(XURSHDQ�LQWHJUDWLRQ�LV�D�SURFHVV�FRPSULVLQJ�DOO�FRXQWULHV�RI�WKH�
FRQWLQHQW�
7KH�VSHFLILF�SUREOHPV�DQG�RSSRUWXQLWLHV�ZLWK�6SDWLDO�FR�RSHUDWLRQ�DQG�LQWHJUDWLRQ
DFFHQWXDWHG�LQ�WKH�HQODUJHPHQW�SURFHVV�DUH�

x UDSLGO\�LQFUHDVLQJ�GLVSDULWLHV�DPRQJ�UHJLRQV��LQ�SDUWLFXODUEHWZHHQ�FDSLWDO�UHJLRQV�DQG�SHULSKHULHV�RQ�
WKH�RQH�KDQG�DQG�ERUGHU�DUHDV�QHLJKERXULQJ�(8����DQG�WKH��LQWHUQDO�ERUGHUV�EHWZHHQ�&DQGLGDWH�
FRXQWULHV

x GRPLQDQW�UROH�DQG�LQFUHDVLQJ�LPSRUWDQFH�RI�ERUGHUV�DQG�KHQFH�ERUGHU�UHJLRQV��
SDUWO\�FDXVHG�E\�WKH�UHFHQW�SDUWLWLRQV�DQG�IRXQGDWLRQV�RI�QHZ�VWDWHV
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x LQ�VRPH�SODFHV�QDWXUDO�EDUULHUV��PRXQWDLQ�UDQJHV��ULYHUV�ODFNLQJ�EULGJHV��DQG�DGPLQLVWUDWLYH�
VKRUWFRPLQJV�VWLOO�LQKLELW�EHWWHU�FURVV�ERUGHU�LQWHUDFWLRQ

x DW�WKH�UHJLRQV�DORQJ�WKH�ERUGHUV�QRW�RQO\�WKH�:HVW�(DVW�FDVFDGHV�RI�LQFRPH��DQG�SURGXFWLYLW\��PHHW��
EXW�DOVR�HWKQLF�WLHV�DQG�PXWXDO�NQRZOHGJH�RI�ODQJXDJHV��WKXV�FUHDWLQJ�VSHFLDO�SRWHQWLDO�IRU�JURZWK��
QRW�DOZD\V�DSSUHFLDWHG�E\�FHQWUDO�DXWKRULWLHV

x WDNLQJ�RYHU�WKH�6FKHQJHQ�ERUGHU�UHJLPH�DW�WKH�IXWXUH�H[WHUQDO�ERUGHU�ZLOO�EH�H[SHULHQFHG�DV�D�UHWXUQ�
RI�VHULRXV�UHVWULFWLRQ�DW�ERWK�VLGHV�RI�WKH�QHZ�ERUGHU�OLQH

x SDUW�RI�WKH�OHJDF\�RI�WKH�WUDGLWLRQDO�FHQWUDOO\�RUJDQLVHG�SROLWLFDO�V\VWHP�WKDW�LWV�UHJLRQDOLVDWLRQ�HIIRUWV�
VKRZV��WRS�GRZQ��IHDWXUHV�ZKHUHDV�WKH�H[SHULHQFH�ZLWKLQ�WKH�(XURSHDQ�8QLRQ�LV�WKDW�UHJLRQDO�
GHYHORSPHQW�LV�GULYHQ�PRVW�E\�GHFHQWUDOLVHG�XQLWV�RI�JRYHUQDQFH

x GLIIHUHQW�VWDWHV�RI�WKH�SURFHVV�RI�UHJLRQDOLVDWLRQ�EHWZHHQ�WKH�&DQGLGDWH�FRXQWULHV
:HDOWK�GLIIHUHQWLDOV�FDQ�EH�UHJDUGHG�DV�SUREOHPV�LQ�RQH�ZD\�EXW�DOVR�DV�FKDQFHV�
7KH�FUXFLDO�K\SRWKHVHV�UHJDUGLQJ�SURFHVVHV�RI�6SDWLDO�FR�RSHUDWLRQ�DQG�LQWHJUDWLRQ�DUH��
,QWHJUDWLRQ�LQWR�WKH�JURZLQJ�(XURSHDQ�8QLRQ�LV��RI�FRXUVH��D�PDMRU�JRDO�RI�WKH�ZKROH�HQODUJHPHQW�DUHD��
+RZHYHU��LQWHJUDWLRQ�ZLWKLQ�WKLV�DUHD��EHWZHHQ�WKH�FRXQWULHV�DV�ZHOO�DV�ZLWKLQ�WKH�FRXQWULHV��KDV�WR�EH�
FRQVLGHUHG�QRW�RQO\�DQ�HTXLYDOHQW�JRDO��EXW��ILUVW�DQG�IRUHPRVW��WKH�PDLQ�URXWH�WR�HFRQRPLF�SURVSHULW\�LQ�
WKH�(QODUJHPHQW�DUHD��1HLJKERXUKRRG�LV�WKH�NH\�RI�FRKHVLRQ��7KHUH�DUH�DOUHDG\�H[LVWLQJ�SURPLVLQJ�VWRULHV�
RI�FURVV�ERUGHU�LQVWLWXWLRQV�OLNH�(85(*,2�RU�FLW\�QHWZRUNV�DQG�RWKHU�FR�RSHUDWLRQV�
7KH�PRVW�LPSRUWDQW�W\SH�RI�VSDWLDO�EDUULHUV�LV�FKDQJLQJ�GXULQJ�WKH�WLPH�GLIIHUHQWO\�DORQJVLGH�WKH��
� ERUGHUV�EHWZHHQ�SUHVHQW�(8�DQG�&DQGLGDWH�FRXQWULHV��IRUPDO�EDUULHU����V��± EDUULHU�RI�LQIUDVWUXFWXUH�
���V��± FXOWXUDO�EDUULHU��IXWXUH�
� ERUGHUV�EHWZHHQ�&DQGLGDWH�FRXQWULHV�DQG�(DVW�(XURSHDQ�QRQ�DFFHVVLRQ�FRXQWULHV��IRUPDO�EDUULHU�
���V��± EDUULHU�RI�LQIUDVWUXFWXUH����V��± IRUPDO�EDUULHU��IXWXUH�

������5HVRXUFHV�DQG�HQYLURQPHQW
$V�WKH�HQODUJHPHQW�SURFHVV�DOWHUV�WKH�VSDWLDO�WLVVXH�RI�WKH�JUHDWHU�(XURSHDQ�WHUULWRU\��ERWK�VRFLDO�DQG�
HFRORJLFDO�SDWWHUQV�RI�GHYHORSPHQW�ZLOO�EH�DIIHFWHG��,W�LV�WKXV�LPSRUWDQW�WKDW�VSDWLDO�GHYHORSPHQW�DOVR�
FRQVLGHUV�WKH�SRVVLEOH�HIIHFWV�RQ��DQG�SROLF\�GHFLVLRQV�PDGH�UHJDUGLQJ��VXVWDLQDEOH�VRFLDO�DQG�HFRORJLFDO�
GHYHORSPHQW��7KXV�WKLV FRQFHSW�ZLOO�LQFOXGH�LVVXHV�VXFK�DV�UHGXFLQJ�WRWDO�HQYLURQPHQWDO�LPSDFW�
�´HFRORJLFDO�IRRWSULQW´��RI�SRO\FHQWULF�XUEDQ�DFWLYLWLHV�LQ�WKH�ZLGHU�(XURSHDQ�DUHQD��SURPRWLQJ�HIILFLHQW�
VHWWOHPHQW�DQG�ODQG�XVH�SDWWHUQV�VR�DV�WR�PLQLPLVH�XUEDQ�VSUDZO��PLQLPLVLQJ�WKH�HQYLURQPHQWDO�LPSDFWV�RI�
H[SDQGHG�WUDQVSRUW�QHWZRUNV�LQ�DQ�HQODUJHG�(XURSH��VXVWDLQDEOH�HQHUJ\�PDQDJHPHQW�LQ�OLJKW�RI�WKH�.\RWR�
3URWRFRO�DQG�LQWHU�(XURSHDQ�QHWZRUNLQJ�LQ�WKH�IRUP�RI�$FWLYLWLHV�,PSOHPHQWHG�-RLQWO\�IRU�UHGXFLQJ�
JUHHQKRXVH�JDV�HPLVVLRQV��
7KH�VSHFLILF�SUREOHPV�DQG�RSSRUWXQLWLHV�DVVRFLDWHG�ZLWK�UHVRXUFHV�DQG�HQYLURQPHQW�DFFHQWXDWHG�LQ�WKH�
HQODUJHPHQW�SURFHVV�DUH�
:KLOH�LQ�PRVW�FDVHV��WKH�HQYLURQPHQWDO�SROLF\�RI�WKH�FDQGLGDWH�FRXQWULHV�LV�OHVV�VWULFW�WKDW�WKDW�RI�WKH�(8�
���DQG�LQ�VRPH�FDVHV WKH�HQYLURQPHQWDO�LQIUDVWUXFWXUH�WHFKQRORJ\�LV�VHYHUHO\�RXWGDWHG��WKH�HQODUJHPHQW�RI�
WKH�(8�LV�DOVR�HQODUJHPHQW�RI�HQYLURQPHQWDO�SROLF\��DV�WKH�&DQGLGDWH�&RXQWULHV�ZLOO�KDYH�WR�DGRSW�
H[LVWLQJ�HQYLURQPHQWDO�UHJXODWLRQ�LQWR�WKHLU�QDWLRQDO�SROLFLHV��LQ�WKH�ORQJ�UXQ�GHFUHDVLQJ�ZDVWH�DQG�
KHOSLQJ�UHPRYH�FURVV�ERUGHU�SROOXWLRQ��7KHUH�LV�DOVR�HQRUPRXV�DGGLWLRQDO�QDWXUDO�FDSLWDO�DQG�ULFK�
ELRGLYHUVLW\�LQ�WKH�&DQGLGDWH�&RXQWULHV��ZKLFK�LI�PDQDJHG�SURSHUO\�FRXOG�SURYLGH�DGGLWLRQDO�VXVWDLQDEOH�
QDWXUDO�UHVRXUFHV��SUHVHUYDWLRQ�DUHDV�DQG�ELRWRSHV�IRU�WKH�ZLGHU�(XURSHDQ�WHUULWRU\��7KH�SURFHVV�RI�
HQODUJHPHQW�LV�D�WUXH�WHVW�IRU�WKH�(8¶V�FRPPLWPHQW�WR�VXVWDLQDEOH�GHYHORSPHQW��7KH�SURFHVV�RI�
HQODUJHPHQW�KDV�DOUHDG\�UDLVHG�WKH�HQYLURQPHQWDO�SURILOH�LQ�PRVW�&DQGLGDWH�&RXQWULHV�DVWKHVH�QDWLRQV�
FRQWHPSODWH�WKH�FRVWV�RI�FRPSO\LQJ�ZLWK�(8�HQYLURQPHQWDO�OHJLVODWLRQ�
$V�WKH�SURFHVV�RI�HFRQRPLF�FRQYHUJHQFH�LQFUHDVHV�DW�D�JUHDWHU�UDWH�ZLWK�WKH�DFFHVVLRQ�RI�WKH�&DQGLGDWH�
&RXQWULHV��WKHUH�LV�D�ULVN�WKDW�WKLV�LQFUHDVHG�GHYHORSPHQW�LQ�WKHVHFRXQWULHV�FRXOG�FDXVH�D�VWUDLQ�RQ�QDWXUDO�
KDELWDWV��7KH�JUHDWHU�HFRQRPLF�JURZWK�DQG�FRQVXPSWLRQ�SDWWHUQV�LQ�WKHVH�FRXQWULHV�FRXOG�JUHDWO\�LQFUHDVH�
DPRXQWV�RI�JUHHQKRXVH�JDVHV��SDUWLFXODUO\�FDUERQ�GLR[LGH�LQWR�WKH�DWPRVSKHUH��DV�FRXOG�WKH�H[WHQVLRQ�RI�
WKH�7(1�7��DQG�JUHDWHU�DXWRPRELOH�GHSHQGHQF\��<HW�WKH�DFFHVVLRQ�SURFHVV�DQG�WKH�JHQHUDO�UHVWUXFWXULQJ�
UHODWHG�WR�LW��FUHDWH�DQ�RSSRUWXQLW\�WR�WDNH�WKH�HQYLURQPHQWDO�DVSHFWV�LQWR�DFFRXQW�E\�LQWHJUDWLQJ�WKHP�LQWR�
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GLIIHUHQW�SROLF\�DUHDV��LQ�SDUWLFXODU�WUDQVSRUW��DW�DQ�HDUO\�VWDJH�ZKHQ�LW�LV�SHUKDSV�HDVLHU�DQG�PRUH�FRVW�
HIIHFWLYH
7KH�FUXFLDO�K\SRWKHVHV�UHJDUGLQJ�SURFHVVHV�HQODUJHPHQW�DQG�WKH�HQYLURQPHQW�DQG�UHVRXUFHV��
,Q�WKH�VKRUW�WHUP��WKH�LQFUHDVHG�SURGXFWLRQ�DQG�FRQVXPSWLRQ�UHVXOWLQJ�IURP�DQWLFLSDWHG�DFFHOHUDWHG�
HFRQRPLF�JURZWK�LQ�WKH�&DQGLGDWH�&RXQWULHV�IROORZLQJ�DFFHVVLRQ�ZLOO�OHDG�WR�WHPSRUDU\�FRXQWHU�
SURGXFWLYH�HQYLURQPHQWDO�HIIHFWV��VXFK�DV�LQFUHDVHG�JUHHQKRXVH�JDV�HPLVVLRQ��LQFUHDVHG�ZDVWH�DQG�
VWUHVVHV�RQ�HQYLURQPHQWDO�LQIUDVWUXFWXUH��+RZHYHU��DV�WKH�VWDQGDUG�RI�OLYLQJ�LQFUHDVHV��LQ�WKH�ORQJ�UXQ��
JUHDWHU�HFRQRPLF�SURVSHULW\�ZLOO�OHDG�WR�DQ�DXJPHQWHG�LQWHUHVW�LQ�HQYLURQPHQWDO�SURWHFWLRQ��
$Q�H[WHQVLRQ�RI�WKH�7(1�7�FRXOG�OHDG�WR�JUHDWHU�DXWRPRELOH�GHSHQGHQF\�DQG�FRQVHTXHQWO\�LQFUHDVHG�
HPLVVLRQV�LQ�WKH�VKRUW�WHUP��SDUWLFXODUO\�LQ�XUEDQ�DUHDV�

����&RQVHQVXV�RQ�,QGLFDWRUV�RI�VSDWLDOO\�EDODQFHG�GHYHORSPHQWV�LQ�WKH�HQODUJHPHQW�RI��WKH�(8

7KLV�FKDSWHU�± ZKLFK�LV�ODUJHO\�EXLOGLQJ�RQ�(6321��������VW ,QWHULP�5HSRUW�� SUHVHQWV�LQGLFDWRUV�UHOHYDQW�
IRU�WKH�DVVHVVPHQW�RI�RSWLRQV�IRU�VSDWLDOO\�EDODQFHG�GHYHORSPHQWV�GXULQJ�HQODUJHPHQW�RI�WKH�(8��7KH�
LQGLFDWRUV�DUH�GLVWLQJXLVKHG�ZLWK�UHVSHFW�WR�WKH�NLQG�RI�WHUULWRULDO�LPSDFW�WKH\�PHDVXUH��%XLOGLQJ�RQ�WKHVH�
LQGLFDWRUV�RI�WHUULWRULDO�LPSDFWV��FRKHVLRQ�LQGLFDWRUV�DUH�GHULYHG����7KH�LQGLFDWRUV�WUHDVXUH�WKH�LPSDFWV�RQ�

x HFRQRPLF�DFWLYLWLHV�
x WKH�VHFWRUDO�VWUXFWXUH�RI�DQ�HFRQRP\�
x SRSXODWLRQ��L�H��PLJUDWLRQ�IORZV��WKH�ODERXU�PDUNHW�DQG�RQ�DFFHVVLELOLW\��
x LQGLFDWRUV�IRU�DVVHVVLQJ�WKH�UROH�RI�LQIRUPDWLRQ�DQG�WHOHFRPPXQLFDWLRQ�WHFKQRORJLHV�RQ�WKH�

UHJLRQDO�GHYHORSPHQW��
������(FRQRPLF�,QGLFDWRUV�
(QODUJHPHQW�RI�WKH�(8�KDV�HIIHFWV�RQ�WKH�UHJLRQDO�GLVWULEXWLRQ�DQG�ORFDWLRQ�RI�HFRQRPLF�DFWLYLWLHV��7KLV�
VHFWLRQ�SURYLGHV�D�GHILQLWLRQ�DQG�GHVFULSWLRQ�RI�LQGLFDWRUV�PHDVXULQJ�WKH�HFRQRPLF�LPSDFWV���7KH�
LQGLFDWRUV�PDLQO\�FRPSULVH�*'3�SHU�FDSLWD�DQG�HTXLYDOHQW�LQFRPH�PHDVXUHV�RI�XVHU�EHQHILWV���
��������*'3�SHU�&DSLWD�
7KH�*URVV�'RPHVWLF�3URGXFW��*'3��SHU�FDSLWD�DQG�WKH�UHDO�*'3�JURZWK�UDWH�DUH�WKH�PRVW�FRPPRQ�
PHDVXUHV�RI�WKH�VWDQGDUG�RI�OLYLQJ��ZHDOWK�DQG�HFRQRPLF�JURZWK��7KH�*'3�LV�D�VWDQGDUG�PHDVXUH�RI�WKH�
VL]H�DQG�SHUIRUPDQFH�RI�D�UHJLRQDO�HFRQRP\�DQG�LWV�FRPSHWLWLYHQHVV���5HJLRQDO�*'3�LV�GHVLJQHG�WR�
PHDVXUH�WRWDO�RXWSXW�LQ�D�SDUWLFXODU�DUHD��LQFOXGLQJ�VHUYLFHV���+RZHYHU��LW�LV�DOVR�D�PHDVXUH�RI�LQFRPH��WKH�
PDLQ�FRPSRQHQWV�EHLQJ�ZDJHV�DQG�VDODULHV��SURILWV�DQG�UHQW��WKRXJK�LW�H[FOXGHV�WUDQVIHUV�RI�LQFRPH��IURP�
LQGLYLGXDOV�DQG�FRPSDQLHV��ZKLFK�PLJKW�WUDQVIHU�SDUW�RI�WKHLU�SURILWV�HOVHZKHUH��DV�ZHOO�DV�IURP�
JRYHUQPHQW��LQ�WKH�IRUP��IRU�H[DPSOH��RI�VRFLDO�EHQHILWV�
,Q�ERUGHU�UHJLRQV��ZKHUH�VXEVWDQWLDO�LQFRPHV�DUH�HDUQHG�LQ�RQH�KLJK�ZDJH�UHJLRQ�DQG�VSHQW�LQ�D�ORZ�
LQFRPH�UHJLRQ��*'3�SHU�FDSLWD�LV�QRW�D�DSSURSULDWH�PHDVXUH�RI�OLYLQJ�VWDQGDUG��6XSSOHPHQW�LQGLFDWRUV�
PLJKW�LQFOXGH�FDU�RZQHUVKLS�OHYHO��FRQVXPHU�VDOHV�YDOXHV��EDVHG�RQ�VSHFLDO�VXUYH\V��LQ�WKH�ERUGHU�]RQHV��
)RU�WKH�DVVHVVPHQW�RI�WKH�HFRQRPLF�SHUIRUPDQFH�RI�UHJLRQV�LW�LV�LPSRUWDQW�WR�REVHUYH�DQG�FRPSDUH�*'3�
SHU�FDSLWD�IRU�FHUWDLQ�\HDUV�DV�ZHOO�DV�WKH�GHYHORSPHQW�RYHU�WLPH��7KLV�LV�HVSHFLDOO\�LPSRUWDQW�WR�DVVHVV�WKH�
FRQYHUJHQFH�RI�UHJLRQV�DQG�ZLOO�EH�PHDVXUHG�E\�WKH�FKDQJH�RI�UHJLRQDO�*'3�SHU�FDSLWD���
&RQFHUQLQJ�WKH�DFFXUDWH�DQG�FRPSDUDEOH�PHDVXUHPHQW�RI�*3'�LQ�&DQGLGDWH�FRXQWULHV��ZH�DSSURDFK�WKH�
IROORZLQJ�SUREOHPV�
$YDLODELOLW\
7\SH� KDUPRQLVHG
7LPH� ����������\HDUO\
6SDWLDO�XQLW�� 1876��
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'HWDLOV�� *'3�LQ�(XUR��LQ�(XUR�SHU�LQKDELWDQW��LQ�(XUR�SHU�LQKDELWDQW�LQ�(8�DYHUDJH��LQ�336��LQ�
336�SHU�LQKDELWDQW��LQ�336�SHU�LQKDELWDQW�LQ�(8�DYHUDJH�

&RYHUDJH�� (6321�VSDFH��&+�DQG�12�PLVVLQJ
������3RSXODWLRQ�,QGLFDWRUV��
5HJLRQDO�SRSXODWLRQ�LQGLFDWRUV�DUH�LPSRUWDQW�LQ�(6321�������EHFDXVH�WKH\�LQIRUP�DERXW�WKH�
DWWUDFWLYHQHVV�RI�D�UHJLRQ�DV�D�SODFH�WR�OLYH�DQG�ZRUN��ZKLFK�PD\�EH�LQIOXHQFHG�E\�LWV�DFFHVVLELOLW\�DQG�
ORFDWLRQ�LQ�UHODWLRQ�WR�SUHYLRXV�DQG�IXWXUH�(8�ERUGHUV��7KHUH�PD\�EH�WZR�NLQGV�RI�SRSXODWLRQ�LQGLFDWRUV���
��������3RSXODWLRQ�E\�DJH�DQG�JHQGHU
7RWDO�SRSXODWLRQ�DV�VXFK�LV�QRW�D�VXLWDEOH�LQGLFDWRU�EHFDXVH�LW�SUHGRPLQDQWO\�PHDVXUHV�WKH�VL]H�RI�WKH�
UHJLRQ��0RUHRYHU��LQ�HPSLULFDO�EHIRUH� DQG�DIWHU�VWXGLHV��LQ�ZKLFK�WKH�VLWXDWLRQ�EHIRUH�HQODUJHPHQW�LV�
FRPSDUHG�ZLWK�WKH�VLWXDWLRQ�DIWHU��FKDQJHV�LQ�SRSXODWLRQ�DUH�QRW�LQIRUPDWLYH�EHFDXVH�WKH\�PD\�EH�FDXVHG�
E\�D�PXOWLWXGH�RI�RWKHU�UHDVRQV��DPRQJ�WKHP�IHUWLOLW\��PRUWDOLW\��ZKLFK�DUH�QRW�OLNHO\�WR�EH�DIIHFWHG�E\�
DFFHVVLRQ��RU�LPPLJUDWLRQ�DQG�RXWPLJUDWLRQ�IRU�UHDVRQV�XQUHODWHG�WR�WKH�HQODUJHPHQW�SURFHVV��2QO\�LQ�
PRGHO�EDVHG�VWXGLHV�LQ�ZKLFK��EHVLGHV�WKH�VSHFLILF�SROLF\�RI�LQWHUHVW��HYHU\WKLQJ�HOVH�LV�NHSW�XQFKDQJHG��
WKH�FRPSDULVRQ�EHWZHHQ�WRWDO�UHJLRQDO�SRSXODWLRQ�LQ�D�VFHQDULR�LQ�ZKLFK�D�VSHFLILF�SROLF\�LV�LPSOHPHQWHG�
DQG�D�UHIHUHQFH�RU�EXVLQHVV�DV�XVXDO�VFHQH��LQ�ZKLFK�WKH�PHDVXUH�LV�QRW�LPSOHPHQWHG��LV�PHDQLQJIXO��
$�PRUH�DSSURSULDWH�LQGLFDWRU�LV�SRSXODWLRQ�FKDQJH�EHFDXVH�LW�QHXWUDOLVHV�WKH�HIIHFW�RI�UHJLRQ�VL]H��,I�DIWHU�
WKH�RSHQLQJ�RI�D�QHZ�WUDQVSRUW�SURMHFW�WKH�SRSXODWLRQ�LQ�D�UHJLRQ�KDV�LQFUHDVHG�PRUH��RU�GHFUHDVHG�OHVV��
WKDQ�LQ�WKH�UHIHUHQFH�VFHQDULR��WKLV�PD\�EH�DQ�HIIHFW�RI�WKH�LQFUHDVH�LQ�DFFHVVLELOLW\���ZKLFK�PD\�KDYH�OHG�
WR�HFRQRPLF�JURZWK�LQ�WKH�UHJLRQ�ZKLFK�LQ�WXUQ�PD\�KDYH�DWWUDFWHG�SRSXODWLRQ��DV�DERYH��
$QRWKHU�SRSXODWLRQ�LQGLFDWRU�RI�LQWHUHVW�LV�UHODWHG�WR�DJH��,Q�JHQHUDO��D�\RXQJHU�SRSXODWLRQ�LV�DVVRFLDWHG�
ZLWK�D�VXFFHVVIXO��YLEUDQW�HFRQRP\��ZKHUHDV�DQ�DJHLQJ�SRSXODWLRQ�PD\�LQGLFDWH�D�GHFOLQLQJ�HFRQRP\�
GHVHUWHG�E\�D�ODUJH�QXPEHU�RI�\RXQJ�DQG�DFWLYH�SHRSOH��7KLV�ZLOO�KDYH�REYLRXV�HIIHFWV�RQ�WKH�VRFLDO�
V\VWHPV�VHW�LQ�SODFH�LQ�WHUPV�RI�WKH�WD[�EDVH�IRU�D�SHQVLRQ�V\VWHP�DQG�D�KHDYLHU�EXUGHQ�RQ�WKH�KHDOWKFDUH�
V\VWHP��2Q�WKH�RWKHU�KDQG��D�KLJK�SURSRUWLRQ�RI�HOGHUO\�SHRSOH�PD\�DOVR�UHVXOW�IURP�KLJK�OLIH�H[SHFWDQF\�
FDXVHG�E\�D�JRRG�KHDOWK�V\VWHP�RU�IURP�D�KLJK�SURSRUWLRQ�RI�DIIOXHQW�SHQVLRQHUV��DV�LQ�VRPH�
0HGLWHUUDQHDQ�UHJLRQV��
&RQFHUQLQJ�WKH�DFFXUDWH�DQG�FRPSDUDEOH�PHDVXUHPHQW�RI�SRSXODWLRQ�E\�DJH�DQG�JHQGHU�LQ�&DQGLGDWH�
FRXQWULHV��ZH�DSSURDFK�WKH�IROORZLQJ�SUREOHPV�

$YDLODELOLW\
7\SH� +DUPRQLVHG
7LPH� ����
6SDWLDO�XQLW�� 1876��
'HWDLOV�� 0DOH��IHPDOH��DJH�FRKRUWV�LQ���\HDUV�DJH�JURXSV��PDOH��IHPDOH��RQ�1876��
&RYHUDJH�� (6321�VSDFH

��������0LJUDWLRQ�)ORZV�
(QODUJHPHQW�DQG�HYHQWXDO�IUHH�ODERXU�PRELOLW\�LV�H[SHFWHG�WR�LQIOXHQFH�LQWHUUHJLRQDO�PLJUDWLRQ��,I�D�
UHJLRQ�LV�HFRQRPLFDOO\�VXFFHVVIXO�DQG�VR�RIIHUV�PRUH�DQG�EHWWHU�SDLG�MRE�RSSRUWXQLWLHV�WKDQ�RWKHU�UHJLRQV��
LW�LV�OLNHO\�WR�DWWUDFW�FHWHULV�SDULEXV�MRE�VHHNLQJ�LPPLJUDQWV�IURP�SRRUHU�UHJLRQV�ZLWK�IHZHU�MRE�
RSSRUWXQLWLHV��&RQVHTXHQWO\��LI�D�UHJLRQ�EHQHILWV�IURP�HFRQRPLF�LQWHJUDWLRQ��LW�ZLOO�DWWUDFW�PRUH�
LPPLJUDQWV��5HJLRQDO�SRVLWLYH�QHW�PLJUDWLRQ�LV�WKHUHIRUH�D�JRRG�LQGLFDWRU�RI�WKH�VRFLR�HFRQRPLF�HIIHFW�RI�
SROLF\�PHDVXUH��+RZHYHU��WKLV�DSSOLHV�RQO\�ZKHUH�LQWHUQDWLRQDO�PRYHPHQWV�RI�ODERXU�DUH�XQUHVWULFWHG��
ZKLFK�LV�D�YHU\�UDUH�FLUFXPVWDQFH��
(YHQ�ZLWKLQ�WKH�FXUUHQW�(XURSHDQ�8QLRQ��LQWHUQDWLRQDO�ODERXU�PLJUDWLRQ�LV�IDU�EHORZ�WKH�OHYHO�WKDW�FRXOG�
EH�H[SHFWHG�JLYHQ�WKH�GLIIHUHQFHV�LQ�ZDJHV�DQG�MRE�RSSRUWXQLWLHV�EHWZHHQ�WKH�0HPEHU�6WDWHV��$QG�
LPPLJUDWLRQ�LQWR�WKH�(XURSHDQ�8QLRQ�LV�FRQVWUDLQHG�E\�LQFUHDVLQJO\�ULJRURXV�QDWLRQDO�LPPLJUDWLRQ�ODZV��
,W�FDQ�EH�H[SHFWHG�WKDW�DIWHU�WKH�SHQGLQJ�HQODUJHPHQW�RI�WKH�(XURSHDQ�8QLRQ�ODERXU�PRELOLW\�ZLOO�EH�
FRQVWUDLQHG�IRU�VHYHUDO�\HDUV��,W�IROORZV�WKDW�LPPLJUDWLRQ�WR�WKH�PRUH�DIIOXHQW�FRXQWULHV�ZLOO�FRQWLQXH�WR�
EH�IDU�ORZHU�WKDQ�WKH�DWWUDFWLRQ�RI�WKHVH�FRXQWULHV�ZRXOG�VXJJHVW�DQG�ZLOO�WKHUHIRUH�QRW�UHIOHFW�WKH�IXOO�
LPSDFW�RI�LQWHJUDWLRQ��1HYHUWKHOHVV��LW�ZLOO�EH�GHVLUDEOH�WR�FRQVLGHU�UHJLRQDO�QHW�PLJUDWLRQ��HLWKHU�DV�WRWDO�
QHW�PLJUDWLRQ�RU�DV�QHW�PLJUDWLRQ�DV�SHUFHQW�RI�UHJLRQDO�SRSXODWLRQ��DV�UHJLRQDO�LQGLFDWRU�LQ�(6321��������
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,Q�D�G\QDPLF�UHJLRQDO�HFRQRPLF�PRGHO�VXFK�DV�WKH�6$6,�PRGHO�LQWHUUHJLRQDO�PLJUDWLRQ�ZRXOG�EH�IRUHFDVW�
DQ\ZD\���
&RQFHUQLQJ�WKH�DFFXUDWH�DQG�FRPSDUDEOH�PHDVXUHPHQW�RI�PLJUDWLRQ�IORZV�LQ�&DQGLGDWH�FRXQWULHV��ZH�
DSSURDFK�WKH�IROORZLQJ�SUREOHPV�
,QFRPSOHWH�UHJLVWUDWLRQ�RI�PLJUDWLRQ�RI�UHVLGHQFH��GLVLQWHJUDWLRQ�RI�GRPLFLOH�UHJLVWUDWLRQ�V\VWHPV��±
EDVLFDOO\�PLJUDWLRQ�LQWR�PDMRU�FLWLHV�SUREDEO\�DUH�XQGHUFRXQWHG
6KHHU�DPRXQW�RI�VKRUW�WHUP��WHPSRUDO�PLJUDWLRQ�WR�ZRUN�DEURDG
$YDLODELOLW\
7\SH� Q�D�
7LPH� Q�D�
6SDWLDO�XQLW�� Q�D�
'HWDLOV�� Q�D�
&RYHUDJH�� Q�D�
7KHVH�PD\�EH�DYDLODEOH�IURP�SURMHFW�������LQ�WKH�IXWXUH�

�������/DERXU�0DUNHW�,QGLFDWRUV�
7KH�GHVFULSWLRQ�RI�WKH�VLWXDWLRQ�DQG�UHOHYDQW�GHYHORSPHQWV�RQ�UHJLRQDO�ODERXU�PDUNHWV�KDV�WR�WDNH�LQWR�
DFFRXQW�WKH�GHPDQG�VLGH�DV�ZHOO�DV�WKH�VXSSO\�VLGH�RI�ODERXU�PDUNHWV��7KXV�LW�LV�ILUVW�QHFHVVDU\�WR�DWWDLQ�
GLVWLQFW�LQIRUPDWLRQ�RQ�WKH�UHJLRQDO�HPSOR\PHQW�VLWXDWLRQ��EHFDXVH�HPSOR\PHQW�GHSLFWV�WKH�SDUW�RI�ODERXU�
PDUNHWV�ZKHUH�VXSSO\�DQG�GHPDQG�ILW�WRJHWKHU��5HJLRQDO�HPSOR\PHQW�GDWD�VKRZ�WKH�VFRSH�UHJLRQDO�
SRSXODWLRQ�SDUWLFLSDWHV�RQ�UHJLRQDO�ZHDOWK�GXH�WR�JDLQIXO�HPSOR\PHQW��,QGLFDWRUV�GHVFULELQJ�WKH�VWUXFWXUH�
RI�UHJLRQDO�HPSOR\PHQW�LQ�WHUPV�RI�HGXFDWLRQ��JHQGHU�DV�ZHOO�DV�ODERXU�RUJDQLVDWLRQ��SDUW�WLPH�
HPSOR\PHQW��WHOHFRPPXWLQJ��FDQ�JHQHUDWH�FRQFOXVLRQV�FRQFHUQLQJ�WKH�FRPSHWLWLYHQHVV�DQG�WKH�DELOLW\�RI�
WKH�ZRUNLQJ�SHRSOH�WR�DUUDQJH�ZLWK�DOWHUQDWLQJ�QHHGV�RQ�WKH�ODERXU�PDUNHW��,PEDODQFHV�RQ�ODERXU�PDUNHWV�
FDQ�EH�GLUHFWO\�LGHQWLILHG�E\�ORRNLQJ�DW�XQHPSOR\PHQW�LQGLFDWRUV��
��������(PSOR\PHQW�
)RU�HPSLULFDO�SXUSRVHV�HPSOR\PHQW�LV�PHDVXUHG�DV�IROORZV�RQ�(8�OHYHO���3HUVRQV�LQ�HPSOR\PHQW�DUH�
WKRVH�ZKR�GXULQJ�WKH�UHIHUHQFH�ZHHN�GLG�DQ\�ZRUN�IRU�SD\�RU�SURILW�IRU�DW�OHDVW�RQH�KRXU��RU�ZHUH�QRW�
ZRUNLQJ�EXW�KDG�MREV�IURP�ZKLFK�WKH\�ZHUH�WHPSRUDULO\�DEVHQW��)DPLO\�ZRUNHUV�DUH�DOVR�LQFOXGHG����VHH�
(XURVWDW������F����7KH�HPSOR\PHQW�UDWH�UHSUHVHQWV�SHUVRQV�LQ�HPSOR\PHQW��ZRUNLQJ�SDUW�WLPH�DV�ZHOO�DV�
IXOO�WLPH��DV�D�SHUFHQWDJH�RI�WKH�SRSXODWLRQ�RI�ZRUNLQJ�DJH��������\HDUV���
&RQFHUQLQJ�WKH�DFFXUDWH�DQG�FRPSDUDEOH�PHDVXUHPHQW�RI�PLJUDWLRQ�IORZV�LQ�&DQGLGDWH�FRXQWULHV��ZH�
DSSURDFK�WKH�IROORZLQJ�SUREOHPV�

$YDLODELOLW\
7\SH� +DUPRQLVHG
7LPH� �����������\HDUO\
6SDWLDO�XQLW�� 1876��
'HWDLOV�� 7RWDO�HPSOR\PHQW��PDOH�DQG�IHPDOH�HPSOR\PHQW�VHFWRUDO�HPSOR\PHQW��WKUHH�PDLQ�

HFRQRPLF�VHFWRUV��D�VL[�HFRQRPLF�VHFWRU�HPSOR\PHQW�PD\�EH�DYDLODEOH�HYHQ�RQ�1876�
����YDULRXV�GDWD�JDSV

&RYHUDJH�� (6321�VSDFH

������/DERXU�)RUFH�3DUWLFLSDWLRQ
'HPRJUDSKLF�SURVSHFWV�KDYH�LPSOLFDWLRQV�IRU�WKH�VL]H�DQG�DJH�FRPSRVLWLRQ�RI�WKH�ODERXU�IRUFH��7KHVH��
KRZHYHU��DUH�DV�PXFK�LQIOXHQFHG�E\�FKDQJHV�LQ�SDUWLFLSDWLRQ�DV�E\�GHPRJUDSKLF�WUHQGV��6XFK�FKDQJHV�DUH�
GHWHUPLQHG��LQ�WXUQ��E\�D�UDQJH�RI�IDFWRUV��VXFK�DV�DWWLWXGHV�WRZDUGV�IXUWKHU�HGXFDWLRQ��WKH�DJH�RI�
UHWLUHPHQW�DQG�Z�RPHQ�ZRUNLQJ��DV�ZHOO�DV�WKH�DYDLODELOLW\�RI�FKLOG�FDUH�IDFLOLWLHV��WKH�QDWXUH�RI�SHQVLRQ�
VFKHPHV�DQG�WKH�SRVVLELOLW\�RI�HDUO\�UHWLUHPHQW�DQG�WKH�VWUXFWXUH�RI�KRXVHKROGV��7KH\�DUH�DOVR�DIIHFWHG�E\�
HFRQRPLF�IDFWRUV��HVSHFLDOO\�WKH�HDVH�RU�GLIILFXOW\�RI�ILQGLQJ�D�MRE��ZKLFK�KDV�D�VWURQJ�HIIHFW�RQ�SHRSOH
V�
PRWLYDWLRQ�WR�MRLQ�WKH�ODERXU�IRUFH��
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7KH�SURVSHFWLYH�DJHLQJ�RI�WKH�ZRUN�IRUFH�DQG�WKH�LQFUHDVHG�QXPEHU�RI�ROGHU�ZRUNHUV�UDLVHV�TXHVWLRQV�
DERXW�WKH�HIIHFW�RQ�WKH�DELOLW\�WR�DGDSW�WR�FKDQJHV�LQ�WHFKQRORJ\�DQG�QHZ�ZD\V�RI�ZRUNLQJ��,Q�WKH�SDVW��WKH�
VWHDG\�VWUHDP�RI�\RXQJ��IUHVKO\�HGXFDWHG�SHRSOH�MRLQLQJ�WKH�ODERXU�PDUNHW�SURYLGHG�HPSOR\HUV��LQ�VRPH�
GHJUHH��ZLWK�XS�WR�GDWH�WHFKQLFDO�NQRZOHGJH�DQG�UHFHQWO\ DFTXLUHG�VNLOOV�DW�D�UHODWLYHO\�ORZ�ZDJH��7KH�
GHFOLQH�LQ�WKLV�VWUHDP�DQG�WKH�FKDQJLQJ�FLUFXPVWDQFHV�PHDQ�WKDW�WKHUH�ZLOO�EH�PRUH�QHHG�WR�GHYHORS�RWKHU�
ZD\V�WR�HQVXUH�WKDW�WKH�VNLOOV�RI�WKH�ZRUN�IRUFH�DUH�UHQHZHG�DQG�WKDW�ILUPV�FDQ�UHVSRQG�WR�DGYDQFHV�LQ�
WHFKQRORJ\�DQG�QHZ�ZRUNLQJ�PHWKRGV��7KLV�LPSOLHV�PRUH�LPSRUWDQFH�WR�OLIH�ORQJ�OHDUQLQJ��WR�UHWUDLQLQJ�
H[LVWLQJ�PHPEHUV�RI�WKH�ZRUN�IRUFH�DQG�WR�XSGDWLQJ�WKH�VNLOOV�RI�Z�RPHQ�UHWXUQLQJ�WR�ZRUN�DIWHU�D�SHULRG�
RI�DEVHQFH�IRU�IDPLO\�UHDVRQV��&RQFHUQLQJ�WKH�DFFXUDWH�DQG�FRPSDUDEOH�PHDVXUHPHQW�RI�ODERXU�IRUFH�
SDUWLFLSDWLRQ�LQ�&DQGLGDWH�FRXQWULHV��ZH�DSSURDFK�WKH�IROORZLQJ�SUREOHPV�
/DUJH�VL]H�RI�WKH�VKDGRZ�HFRQRP\

$YDLODELOLW\
7\SH� +DUPRQLVHG
7LPH� �����������\HDUO\
6SDWLDO�XQLW�� 1876��
'HWDLOV�� $FWLYH�SRSXODWLRQ�WRWDO��PDOH��IHPDOH��$FWLYH�SRSXODWLRQ�DJHG�XQGHU�RYHU����\HDUV��

YDULRXV�GDWD�JDSV
&RYHUDJH�� (6321�VSDFH

������8QHPSOR\PHQW�
(PSLULFDO�GDWD�RQ�XQHPSOR\PHQW�LQGLFDWH�WKH�VFDOH�RI�HFRQRPLF�DQG�VRFLDO�SUREOHPV�FDXVHG�E\�WKH�ODERXU�
PDUNHW��0HDVXULQJ�XQHPSOR\PHQW�LQ�D�TXLWH�GHWDLOHG�PDQQHU�LV�HVVHQWLDO�IRU�HODERUDWLQJ�WKH�UHJLRQDO�
HFRQRPLF�HIIHFWV�RI�LQIUDVWUXFWXUH�SROLF\��2Q�WKH�(8�OHYHO�XQHPSOR\PHQW�LV�PHDVXUHG�DV�IROORZV��
8QHPSOR\HG�SHUVRQV�DUH�WKRVH�ZKR��GXULQJ�WKH�UHIHUHQFH�ZHHN�����KDG�QR�HPSOR\PHQW��DQG�����ZHUH�
DYDLODEOH�WR�VWDUW�ZRUN�ZLWKLQ�WKH�QH[W�WZR�ZHHNV��DQG�����KDG�DFWLYHO\�VRXJKW�HPSOR\PHQW�DW�VRPH�WLPH�
GXULQJ�WKH�SUHYLRXV�IRXU�ZHHNV��,Q�DGGLWLRQ��XQHPSOR\HG�SHUVRQV�LQFOXGH�WKRVH�ZKR�KDG�QR�HPSOR\PHQW�
DQG�KDG�DOUHDG\�IRXQG�D�MRE�WR�VWDUW�ODWHU��8QHPSOR\PHQW�E\�DJH�JURXSV�DQG�TXDOLILFDWLRQ�LV�FKRVHQ�DV�DQ�
LQGLFDWRU�EHFDXVH�\RXQJ�DQG�KLJKO\�TXDOLILHG�XQHPSOR\HG�SHUVRQV�KDYH�GLVWLQJXLVKDEOH�PRELOLW\�SDWWHUQV��
H�J��WKH\�DUH�PRUH�OLNHO\�WR�FRPPXWH�RYHU�ORQJHU�GLVWDQFHV�DQG�WR�FKDQJH�WKHLU�SODFH�RI�UHVLGHQFH��
&RQFHUQLQJ�WKH�DFFXUDWH�DQG�FRPSDUDEOH�PHDVXUHPHQW�RI�XQHPSOR\PHQW�LQ�&DQGLGDWH�FRXQWULHV��ZH�
DSSURDFK�WKH�IROORZLQJ SUREOHPV�
,QIODWHG�XQHPSOR\PHQW�UDWH��JDSV�LQ�WKH�UHJLVWUDWLRQ�V\VWHP�
6XEVWDQWLDO�SURSRUWLRQ�RI�UHJLVWHUHG�XQHPSOR\HG�ZRUN�LQ�GRPHVWLF�VKDGRZ�HFRQRP\�RU�DEURDG
/DUJH�SURSRUWLRQ�RI�WKRVH�ZKR�UHJLVWHU�DV�XQHPSOR\HG�GR�WKLV�LQ�RUGHU�WR�TXDOLI\�IRU�VWDWH�ZHOIDUH�
EHQHILWV��LQ�SDUWLFXODU�VWDWH�VXSSRUWHG�KHDOWK�FDUH

$YDLODELOLW\
7\SH� +DUPRQLVHG
7LPH� �����������\HDUO\
6SDWLDO�XQLW�� 1876��
'HWDLOV�� 8QHPSOR\HG�WRWDO��XQGHU�RYHU����\HDUV��PDOH��IHPDOH�LQ�DEVROXWH�QXPEHUV�DQG�UDWHV��

VRPH�FRXQWULHV�PLVVLQJ
&RYHUDJH�� (6321�VSDFH

������,QIRUPDWLRQ�RQ�6HFWRUDO�6WUXFWXUH
,I�VHFWRUDO�LQIRUPDWLRQ�LV�UHTXLUHG�RQ�1876���OHYHO�LW�ZLOO�RQO\�EH�IHDVLEOH�WR�XVH�WKUHH�VHFWRUV��
�DJULFXOWXUH��LQGXVWU\�DQG�VHUYLFH��VLQFH�GDWD�RQ�D�PRUH�GHWDLOHG�VHFWRUDO�OHYHO�ZLOO�QRW�EH�DYDLODEOH�IRU�DOO�
1876���UHJLRQV�RI�(8������:KHUH�DSSURSULDWH�WKH�LQGLFDWRUV�OLVWHG�LQ�WKH�VHFWLRQ�DERYH�VKRXOG�EH�
GLIIHUHQWLDWHG�E\�WKUHH�RU�VL[�PDLQ�HFRQRPLF�VHFWRUV�VXSSOHPHQWHG�E\�5	'��7KLV�LV�UHOHYDQW�IRU�WKH�WDVN�
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RI�H[SODLQLQJ�WUDQVSRUWDWLRQ�IORZV��WKH�HPHUJLQJ�GLYLVLRQ�RI�ODERXU�EHWZHHQ�UHJLRQV�DQG�WKH�GHILQLWLRQ�RI�
D�W\SRORJ\�RI�UHJLRQV��2QH�PLJKW�FRPSLOH�WKH�VKDUH�RI�WKHVH�VHFWRUV�RQ�WKH�EDVLV�RI�WKH�HPSOR\PHQW�RU�
*'3�GDWD��
3DUWLFXODUO\�LQ�UHPRWH�UHJLRQV�LQ�&DQGLGDWUH�FRXQWULHV��WKH�RXWSXW�LQ�WHUPV�RI�YDOXH�DGGHG�LQ�WKH�
DJULFXOWXUDO�VHFWRU�LV�ORZ�EHFDXVH�RI�ORZ�SURGXFWLYLW\��$OWKRXJK���RU�SHUKDSV�EHFDXVH��D�KLJK�SURSRUWLRQ�
RI�HPSOR\PHQW�LV�IRXQG�LQ�WKLV�VHFWRU��LW�LV�DGYLVDEOH�WR�XVH�HPSOR\PHQW�VKDUHV�UDWKHU�WKDQ�RXWSXW�VKDUHV��
/RZ�SURSRUWLRQV�RI�HPSOR\PHQW�LQ�WKH�DJULFXOWXUDO�VHFWRU�LQGLFDWH�DQ�DGYDQFHG�HFRQRPLF�VWUXFWXUH��,Q�
FRQWUDVW��D�KLJK�SURSRUWLRQ�RI�HPSOR\PHQW�LQ�WKH�VHUYLFH�VHFWRU�LV�XVXDOO\�FRQVLGHUHG�LQGLFDWLYH�RI�DQ�
DGYDQFHG�HFRQRPLF�VWUXFWXUH��7KLV�LV�QRW�WUXH�LQ�HYHU\�FDVH��7KHUH�DUH�PDQ\�VHUYLFH�VHFWRU�MREV�WKDW�GR�
QRW�QHFHVVDULO\�SRLQW�WR�DQ�DGYDQFHG�HFRQRPLF�VWUXFWXUH��2Q�WKH�RWKHU�KDQG��D�KLJKO\�SURGXFWLYH�LQGXVWULDO�
VHFWRU�GRHV�QRW�QHFHVVDULO\�LQGLFDWH�D�ZHDN�HFRQRPLF�VWUXFWXUH��
,Q�DGGLWLRQ�WR�WKHVH�FRQFHSWXDO�SUREOHPV��WKHUH�DUH�DOVR�SUREOHPV�ZLWK�LQWHUSUHWLQJ�WKH�GDWD�DV�FRPSDQLHV�
FDWHJRULVHG�DV�LQGXVWULDO�PD\�LQFRUSRUDWH�D�KLJK�VKDUH�RI�VHUYLFH�RFFXSDWLRQV��7KH�IXWXUH�RULHQWDWLRQ�RI�
LQGXVWULHV�LV�DQRWKHU�NH\�LQGLFDWRU�RI�HFRQRPLF�VWUHQJWK��)XWXUH�RULHQWDWLRQ�LV�XVHG�DV�D�JXLGH�WR�WKH�
LQQRYDWLYH�FDSDFLW\�RI�ILUPV��7KH�LQGLFDWRUV�PRVW�FRPPRQO\�XVHG�DUH�WKRVH�VXFK�DV�5	'�LQYHVWPHQW�SHU�
HPSOR\HH���RU�DV�D�VKDUH�RI�DOO�LQYHVWPHQWV��RU�WKH�RXWSXW�DQG�WKH�VKDUH�RI�5	'�HPSOR\PHQW�IURP�WKH�
WRWDO�HPSOR\PHQW��'DWD�DYDLODELOLW\�UHFRPPHQGV�WKH�HPSOR\PHQW�LQGLFDWRU��ZKLFK�DOVR�KDV�IHZHU�
SUREOHPV�RI�GHILQLWLRQ��7R�GHVFULEH�WKH�LQQRYDWLYH�SRWHQWLDO�RI�WKH�SULYDWH�VHFWRU�HPSOR\PHQW�LQ�5	'�
VKRXOG�EH�OLPLWHG�WR�WKH�QRQ� JRYHUQPHQWDO�VHFWRU��
&RQFHUQLQJ�WKH�DFFXUDWH�DQG�FRPSDUDEOH�PHDVXUHPHQW�RI�WKH�FXUUHQW�VHFWRUDO�VWUXFWXUH�LQ�&DQGLGDWH�
FRXQWULHV��ZH�DSSURDFK�WKH�IROORZLQJ�SUREOHPV�
2YHUFRXQWLQJ��RI�DJULFXOWXUDO�HPSOR\PHQW��LQ�SDUWLFXODU�LQ�3RODQG��ZKLFK�XVXDOO\�LQFOXGHV�GH�IDFWR�QRQ�
ZRUNLQJ�IDPLO\�PHPEHUV�DQG�SHUVRQV�PDLQWDLQ�LQ�VPDOO�SORWV�RI�ODQG��LQ�3RODQG���KD�PLQLPXP��EXW�
ZRUNLQJ�LQ�RWKHU�RFFXSDWLRQ��W\SLFDO�FDVH�RI�WD[L�GULYHUV���5HDVRQV��IDUPHUV�SD\�QRW�3,7��IDUPHUV�DUH�
FRYHUHG�E\�KDYH�VXEVLGLVHG�SXEOLF�KHDOWK�FDUH�V\VWHP�

$YDLODELOLW\
7\SH� +DUPRQLVHG
7LPH� �����������\HDUO\
6SDWLDO�XQLW�� 1876��
'HWDLOV�� (PSOR\PHQW�LQ�WKUHH�PDLQ�HFRQRPLF�VHFWRUV��VL[�HFRQRPLF�VHFWRUV�HPSOR\PHQW�PD\�EH�

DYDLODEOH�HYHQ�RQ�1876�����YDULRXV�GDWD�JDSV
&RYHUDJH�� (6321�VSDFH

������$FFHVVLELOLW\�,QGLFDWRUV
,Q�WKH�FRQWH[W�RI�VSDWLDO�GHYHORSPHQW��WKH�TXDOLW\�RI�WUDQVSRUW�LQIUDVWUXFWXUH�LQ�WHUPV�RI�FDSDFLW\��
FRQQHFWLYLW\��WUDYHO�VSHHGV�HWF��'HWHUPLQHV�WKH�TXDOLW\�RI�ORFDWLRQV�UHODWLYH�WR�RWKHU�ORFDWLRQV��L�H��7KH�
FRPSHWLWLYH�DGYDQWDJH�RI�ORFDWLRQV�ZKLFK�LV�XVXDOO\�PHDVXUHG�DV�DFFHVVLELOLW\��,QYHVWPHQW�LQ�WUDQVSRUW�
LQIUDVWUXFWXUH�OHDGV�WR�FKDQJLQJ�ORFDWLRQDO�TXDOLWLHV�DQG�PD\�LQGXFH�FKDQJHV�LQ�VSDWLDO�GHYHORSPHQW�
SDWWHUQV��7KHUH�DUH�QXPHURXV�GHILQLWLRQV�DQG�FRQFHSWV�RI�DFFHVVLELOLW\��$�JHQHUDO�GHILQLWLRQ�LV�WKDW�
�DFFHVVLELOLW\�LQGLFDWRUV�GHVFULEH�WKH�ORFDWLRQ�RI�DQ�DUHD�ZLWK�UHVSHFW�WR�RSSRUWXQLWLHV��DFWLYLWLHV�RU�DVVHWV�
H[LVWLQJ�LQ�RWKHU�DUHDV�DQG�LQ�WKH�DUHD�LWVHOI��ZKHUH�
DUHD
�PD\�EH�D�UHJLRQ��D�FLW\�RU�D�FRUULGRU���:HJHQHU�
HW�DO�� �������$FFHVVLELOLW\�LQGLFDWRUV�FDQ�GLIIHU�LQ�FRPSOH[LW\��6LPSOH�DFFHVVLELOLW\�LQGLFDWRUV�WDNH�RQO\�
WUDQVSRUW�LQIUDVWUXFWXUH�LQ�WKH�DUHD�LWVHOI�LQWR�DFFRXQW��7KLV�LV�WKHQ�PHDVXUHG�DV�WKH�WRWDO�OHQJWK�RI�URDGV��
PRWRUZD\V�RU�UDLO�OLQHV��QXPEHU�RI�UDLOZD\�VWDWLRQV�RU�PRWRUZD\�H[LWV�RU�DV�WUDYHO�WLPH�WR�WKH�QHDUHVW�
QRGHV�RI�KLJK�OHYHO�QHWZRUNV��7KHVH�LQGLFDWRUV�PD\�H[SUHVV�LPSRUWDQW�LQIRUPDWLRQ�DERXW�WKH�DUHD�LWVHOI��
EXW�WKH\�GR�QRW�UHIOHFW�WKH�IDFW�WKDW�PDQ\�GHVWLQDWLRQV�RI�LQWHUHVW�DUH�RXWVLGH�WKH�DUHD��0RUHFRPSOH[�
DFFHVVLELOLW\�LQGLFDWRUV�WDNH�DFFRXQW�RI�WKH�FRQQHFWLYLW\�RI�WUDQVSRUW�QHWZRUNV�E\�GLVWLQJXLVKLQJ�EHWZHHQ�
WKH�QHWZRUN�LWVHOI�DQG�WKH�DFWLYLWLHV�RU�RSSRUWXQLWLHV�WKDW�FDQ�EH�UHDFKHG�E\�LW��7KHVH�LQGLFDWRUV�DOZD\V�
LQFOXGH�LQ�WKHLU�IRUPXODWLRQ�D�VSDWLDO�LPSHGDQFH�WHUP�WKDW�GHVFULEHV�WKH�HDVH�RI�UHDFKLQJ�RWKHU�VXFK�
GHVWLQDWLRQV�RI�LQWHUHVW��,PSHGDQFH�FDQ�EH�PHDVXUHG�LQ�WHUPV�RI�WUDYHO�WLPH��FRVW�RU�LQFRQYHQLHQFH���
5HPRYDO�RI�D�PRGH�ZLWK�KLJKHU�FRVWV�GRHV�QRW�UHVXOW�LQ�D��IDOVH��UHGXFWLRQ�LQ�DJJUHJDWH�WUDYHO�FRVW��2XW�RI�
WKH�ODUJH�VHW�RI�SRVVLEOH�DFFHVVLELOLW\�LQGLFDWRUV��RQO\�D�VPDOO�VXE�VHW�FDQ�EH�XVHG�LQ�(6321�������WR�
DVVHVV�WKH�LPSDFW�RI�WUDQVSRUW�SROLFLHV�ZLWK�UHVSHFW�WR�FKDQJLQJ�ORFDWLRQDO�TXDOLWLHV��)RU�UHDVRQV�RI�



����

WKHRUHWLFDO�VRXQGQHVV�DQG�H[SODQDWRU\�SRZHU��WKH�6$6,�PRGHO�SURYLGHV�DQG�XVHV�SRWHQWLDO�DFFHVVLELOLW\�
LQGLFDWRU��)�UVW�HW�DO���HW�DO����������ZKLFK�DUH�SURSRVHG�WR�VHUYH�DV�LQGLFDWRU�IRU�WKH�SURMHFW�DV�ZHOO��7KH�
DFFHVVLELOLW\�LQGLFDWRUV�LQFOXGH�PRGDO�DQG�PXOWLPRGDO�LQGLFDWRUV�DQG�FRQVLVWRI�DFFHVVLELOLW\�SRWHQWLDO�E\�
URDG��DFFHVVLELOLW\�SRWHQWLDO�E\�UDLO��DFFHVVLELOLW\�SRWHQWLDO�E\�DLU��PXOWLPRGDO��URDG��UDLO��DFFHVVLELOLW\�
SRWHQWLDO��PXOWLPRGDO��URDG��UDLO��DLU��DFFHVVLELOLW\�SRWHQWLDO��
&RQFHUQLQJ�WKH�DFFXUDWH�DQG�FRPSDUDEOH�PHDVXUHPHQW�RI�DFFHVVLELOLW\�LQ�&DQGLGDWH�FRXQWULHV��ZH�
DSSURDFK�WKH�IROORZLQJ�SUREOHPV�

&RQFHUQLQJ�WKH�DFFXUDWH�DQG�FRPSDUDEOH�PHDVXUHPHQW�RI�DFFHVVLELOLW\�LQ�FDQGLGDWH�FRXQWULHV�ZH�GR�QRW�
H[SHFW�DQ\�SUREOHPV��EHFDXVH�WKH��PHWKRGRORJLHV�KDYH�EHHQ�GHYHORSHG�DOUHDG\�DQG�WKH�GDWD�SUREOHPV�
KDYH�EHHQ�VROYHG�LQ�RWKHU�(6321�SURMHFWV�6	:�LV�LQYROYHG�
7\SH����������� +DUPRQLVHG�PRGHO�RXWSXW
7LPH��������������� �����������ILYH�\HDU�LQWHUYDOV
6SDWLDO�XQLW��������1876��
'HWDLOV���������������5RDG��UDLO��DLU�DQG�PXOWLPRGDO�DFFHVVLELOLW\�SRWHQWLDO
&RYHUDJH����������(6321�VSDFH

������&RKHVLRQ�,QGLFDWRUV
7KH�QRUPDWLYH�OLWHUDWXUH�RQ�ZHOIDUH�PHDVXUHPHQW�DW�WKH�LQGLYLGXDO�OHYHO�DQG�WKH�DJJUHJDWLRQ�RI�LQGLYLGXDO�
ZHOIDUH�WR�WKDW�RI�JURXSV�RI�LQGLYLGXDOV���H�J��WKH�SRSXODWLRQ�RI�D�UHJLRQ��SURYLGHV�D�JHQHUDO�IUDPHZRUN�
WKDW�DOORZV�XV�WR�VWXG\�
WKH�SRVVLELOLW\�RI�DJJUHJDWLQJ�LQGLYLGXDO�YDULDEOHV���H�J�UHDO�LQFRPH��WR�DQDORJRXV�UHJLRQDO�YDULDEOHV��WKH�
UHVWULFWLYHQHVV�RI�WKH�DVVXPSWLRQV�QHHGHG�IRU�XVLQJ�RQO\�DYHUDJHV�DQG�WKH�SRVVLELOLWLHV�WR�UHOD[�WKHVH�
DVVXPSWLRQV�E\�XVLQJ�DGGLWLRQDO�LQIRUPDWLRQ�DERXW�WKH�GLVWULEXWLRQ�RI�WKH�LQGLYLGXDO�YDULDEOHV��
WKH�VHQVLWLYLW\�RI�WKH�RXWFRPHV�RI�VXFK�DJJUHJDWLRQ�SURFHGXUHV�IRU�WKH�ZD\�WKH�UHJLRQV�DUH�GHWHUPLQHG�
�VL]H�RI�UHJLRQV��DJJUHJDWLRQ�RI�EDVLF�JHRJUDSKLFDO�XQLWV�WR�ODUJHU�UHJLRQV���
WKH�DSSURSULDWHQHVV�RI�XVLQJ�PXOWLGLPHQVLRQDO�FRQFHSWV�RI�FRKHVLRQ���H�J��E\�XVLQJ�QRW�RQO\�WKH�DYHUDJH�
LQFRPH�OHYHO��EXW�DOVR�WKH�YDULDWLRQ�DURXQG�LWV�PHDQ��XQHPSOR\PHQW��HQYLURQPHQWDO�TXDOLW\��HWFHWHUD��DQG�
WKH�DOWHUQDWLYH�WKDW�VXSSRVHV�DQ�LQWHJUDWLRQ�RI�DOO�GLPHQVLRQV�DW�WKH�LQGLYLGXDO�OHYHO�E\�XVLQJ�HTXLYDOHQW�
LQFRPH�PHDVXUHV�IRU�WKH�QRQ� PRQHWDU\�DVSHFWV�LQYROYHG�
WKH�SRVVLELOLW\�RI�GHFRPSRVLQJ�HTXLW\�FRQFHSWV��VXFK�DV�LQHTXDOLW\�PHDVXUHV��DW�D�KLJKHU�OHYHO��VXFK�DV�
WKH�(XURSHDQ�XQLRQ��WR�SDUWV�FRUUHVSRQGLQJ�WR�ORZHU�OHYHOV��VXFK�DV�WKH�LQGLYLGXDO�FRXQWULHV����
*LYHQ�WKH�DYDLODELOLW\�RI�FRPSDUDEOH�DQG�XVDEOH�GDWD�IRU�VRPH�&DQGLGDWH�FRXQWULHV��WUDGLWLRQDO�LQGLFDWRUV�
RI�FRKHVLRQ�ZLWK�UHVSHFW�WR�*'3�SHU�FDSLWD��LQ�336��DQG�DFFHVVLELOLW\���VXFK�DV�WKH�FRHIILFLHQW�RI�YDULDWLRQ�
DQG�WKH�*,1,�FRHIILFLHQW�ZLOO�EH�XVHG��

�����'DWD�UHTXLUHPHQWV�IRU�DQDO\VLV�RI��HIIHFWV�RI�HQODUJHPHQW�RI�WKH�(8�DQG�EH\RQG�RQ�WKH�VSDWLDO�
WLVVXH

,Q�SURMHFW�������ZH�ZLOO�XWLOLVH�WKH�FRUH�GDWH�LQGLFDWRUV�VXSSOLHG�WR�WKH�HQWLUH�(6321�SURMHFW�

����)LUVW�GHVFULSWLRQ�RI�SROLF\�LVVXHV�LQ�UHDFKLQJ�DW�VSDWLDOO\�EDODQFHG�GHYHORSPHQWV�LQ�WKH�HQODUJHPHQW�
SURFHVV

+RUL]RQWDO�FR�RUGLQDWLRQ�DQG�HQGRJHQRXV�SDUWLFLSDWLRQ�LQ�SROLF\�GHVLJQ�DQG�LPSOHPHQWDWLRQ�DUH�
SULPH�UHTXLUHPHQWV�WR�UHDFK DW�D�EDODQFHG�VSDWLDO�HQODUJHPHQW�RI�WKH�(8�DQG��SRO\FHQWULF�GHYHORSPHQW��,Q�
WKtV�VHFWLRQ��ZH�ZLOO�HODERUDWH�LQ�ZKLFK�GLUHFWLRQV�VHFWRU�SROLFLHV�QHHG�WR�EH�UHRULHQWHG�DQG�FRRUGLQDWHG�LQ�
RUGHU�WR�DFKLHYH�WKLV�
�



����

������7KH�QHHG�IRU�KRUL]RQWDO�FR�RUGLQDWLRQ�
+RUL]RQWDO�FR�RUGLQDWLRQ�KDV�WZR�GLPHQVLRQV��WKH�FR�RUGLQDWLRQ�RI�SROLF\�PHDVXUHV�EHWZHHQ�GLIIHUHQW�
JRYHUQPHQW�GHSDUWPHQWV�DQG�DJHQFLHV�DW�DQ\�JLYHQ�OHYHO�RI�JRYHUQPHQW�DQG�WKH�FR�RUGLQDWLRQ�RI�SROLFLHV�
LPSOHPHQWHG�E\�WKH�SULYDWH�VHFWRU�ZLWK�WKRVH�RI�WKH�SXEOLF�VHFWRU��,Q�SURMHFW�������ZH�FRQFHQWUDWH�RQ�
SXEOLF�SROLF\�DUHDV��7KH�DQDO\VLV�ZLOO�KDYH�WKUHH�PDLQ�HOHPHQWV��7KH�LGHQWLILFDWLRQ�RI�KRUL]RQWDO�VSLOORYHU�
EHWZHHQ�SROLF\�DUHDV�E\�DQDO\VLV�RI�SROLF\�GRFXPHQWV�7KH�DQDO\VLV�RI�KRZ�SROLF\�UHVSRQGV�WR�WKH�
HYLGHQFH�RI�KRUL]RQWDO�VSLOORYHU��7KH�DQDO\VLV�RI�WKH�RUJDQLVDWLRQDO�VWUXFWXUHV�SXW�LQ�SODFH�WR�LPSOHPHQW�
SROLF\�
$�NH\�WR�XQGHUVWDQGLQJ�KRUL]RQWDO�FR�RUGLQDWLRQ�LV�WKH�GLVWLQFWLRQ�EHWZHHQ�LGHQWLI\LQJ�VSLOORYHU�EHWZHHQ�
SROLF\�DUHDV�RU�HVWDEOLVKLQJ�FR�RUGLQDWLRQ�EHWZHHQ�WKHP�DV�DQ�DLP�RI�SROLF\�DQG�WKH�LPSOHPHQWDWLRQ�RI�
GHWDLOHG�SROLF\�REMHFWLYHV�DQG�PHDVXUHV�WR�DGGUHVV�VXFK�PDWWHUV��7KXV�WKHUH�ZLOO�EH�D�QHHG�WR�H[DPLQH�
ERWK�WKH�H[WHQW�WR�ZKLFK�VSLOORYHU�LV�UHFRJQLVHG�LQ�NH\�SROLF\�GRFXPHQWV�DQG�WKH�ZD\�WKLV�KDV�VKDSHG�WKH�
SROLF\�GHVLJQ�DQG�LWV�LPSOHPHQWDWLRQ��$�SDUWLFXODU�LQWHUHVW�LV�LQ�WKH�ZD\V�LQ�ZKLFK�WKH�SULYDWH�VHFWRU�KDV�
EHHQ�XVHG�DV�D�PHDQV�RI�LPSOHPHQWLQJ�SROLF\��WKURXJK�SULYDWLVDWLRQ��SXEOLF�SULYDWH�SDUWQHUVKLSV�HWF��DQG�
WKH�LQVWLWXWLRQDO�DUUDQJHPHQWV�WKDW�KDYH�EHHQ�LQWURGXFHG�WR�IDFLOLWDWH�WKLV���
$OPRVW�DOO�(8�SROLF\�DUHDV�KDYH�VRPH�UHOHYDQFH�WR�DQG�ZLOO�EH�DIIHFWHG�E\�(8�HQODUJHPHQW��7KH�SULQFLSDO�
SROLF\�DUHDV�ZKLFK�QHHG�WR�EH�FRGLILHG�DUH�WUDQVSRUW�SROLF\��UHJLRQDO��VWUXFWXUDO�DQG�FRKHVLRQ�SROLFLHV��
HQYLURQPHQWDO�SROLFLHV��&RPPRQ�$JULFXOWXUDO�3ROLF\��LQWHUQDO�PDUNHW��FRPSHWLWLRQ�DQG�VWDELOLW\�DQG�
JURZWK�SROLFLHV��DQG��LQ�SDUWLFXODU��WKH�(XURSHDQ�6SDWLDO�'HYHORSPHQW�3ROLF\��
������5HJLRQDO�DQG�&RKHVLRQ�3ROLFLHV�
&XUUHQW�6WUXFWXUDO�)XQG�H[SHQGLWXUHV�DUH�KHDYLO\�ZHLJKWHG�WRZDUGV�DVVLVWDQFH�WR�2EMHFWLYH����ODJJLQJ�
UHJLRQV�ZLWK�*'3�FDSLWD�EHORZ�����RI�WKH�(8�DYHUDJH��ERWK�LQ�WHUPV�RI�WKH�WRWDO�H[SHQGLWXUH�DQG�WKH�
FRQWULEXWLRQ�WKDW�FDQ�EH�PDGH�WRZDUGV�DQ\�SDUWLFXODU�SURMHFW��(YLGHQFH�RQ�WKH�HIIHFWLYHQHVV�RI�6WUXFWXUDO�
)XQG�H[SHQGLWXUH�LQ�UDLVLQJ�LQFRPH�OHYHOV�LV�PL[HG��7KLV�UHDIILUPV�WKH�QHHG�WR�H[DPLQH�SURMHFWV�FDUHIXOO\�
RQ�DQ�LQGLYLGXDO�EDVLV��7KH�IXWXUH�HQODUJHPHQW�RI�WKH�%8�SRVHV�PDMRU�TXHVWLRQV�IRU�WKH�6WUXFWXUDO�)XQGV�
DQG�WKHLU�RSHUDWLRQ�DIWHU�������7KH�WZR�PDLQ�TXHVWLRQV�RI�UHOHYDQFH�KHUH�DUH�WKH�IXWXUH�JHRJUDSKLFDO�
GLVWULEXWLRQ�RI�IXQGV��DQG�KRZ�WKLV�UHODWHV�WR�WKH�IXWXUH�GHYHORSPHQW�RI�WKH�QHWZRUN��DQG�DQ\�FKDQJHV�LQ�
WKH�EDVLV�IRU�IXQGLQJ�ZKLFK�ZRXOG�FKDQJH�WKH�QDWXUH�RI�HOLJLEOH�SURMHFWV��
������(QYLURQPHQWDO�3ROLF\�
7KH�7UHDW\�RI�WKH�8QLRQ�IRUFHIXOO\�VWDWHV�WKDW���(QYLURQPHQWDO�SURWHFWLRQ�UHTXLUHPHQWV�PXVW EH�
LQWHJUDWHGLQWR�WKH�GHILQLWLRQ DQG�LPSOHPHQWDWLRQ RI�RWKHU�&RPPXQLW\�SROLFLHV���7UHDW\�RI�WKH�8QLRQ�
$UWLFOH����5�����7KH�LPSRUWDQFH�RI�LQWHJUDWLRQ�ZDV�UHDIILUPHG�LQ�WKH�6L[WK�(QYLURQPHQW�$FWLRQ�
3URJUDPPH�ZKLFK�VWLSXODWHV�WKDW��LQWHJUDWLRQ�RI�HQYLURQPHQWDO�FRQFHUQV�LQWR�RWKHU
SROLFLHV�PXVW�EH�GHHSHQHG��LQ�RUGHU�WR�PRYH�WRZDUGV�VXVWDLQDEOH�GHYHORSPHQW��7KH�(6'3�LQGLFDWHV�WKDW�
WKHVH�WDVNV�RI�LQWHJUDWLRQ�³«SXW�SDUWLFXODU�HPSKDVLV�RQ�OLQNV�ZLWK�VSDWLDO�GHYHORSPHQW�DQG��LQ�SDUWLFXODU��
ODQG�XVH´��
7KHUH�LV�DV�ZHOO�D�VWURQJ�GLUHFW�UHODWLRQVKLS�EHWZHHQ�HQYLURQPHQWDO�SROLF\�DQG�SDUWLFXODUO\�SRO\FHQWULF�
GHYHORSPHQW�DQG�WUDQVSRUW�SROLF\�HPERGLHG�LQ�WKH�GULYH�WRZDUGV�VXVWDLQDELOLW\�DV�GHWHUPLQHG�E\�DOO�IRXU�
SULRULW\�DUHDV�LQ�WKH�6L[WK�(QYLURQPHQW�$FWLRQ�3URJUDPPH��FOLPDWH�FKDQJH��QDWXUH�DQG�ELRGLYHUVLW\���
HQYLURQPHQW�DQG�KHDOWK��QDWXUDO�UHVRXUFHV�DQG�ZDVWH��7KH�SURFHVVHV�HQODUJHPHQW�DQG�SRO\FHQWULF�VSDWLDO�
GHYHORSPHQW�ZLOO�KDYH�D�GLUHFW�HQYLURQPHQWDO�LPSDFW�RQ�WKH�VSDWLDO�WLVVXH�E\�WKHLU�HIIHFWV�RQ�HFRQRPLF�
GHYHORSPHQW��LQGXVWULDO�WUDQVIRUPDWLRQ��PRELOLW\��WUDQVSRUW�DQG�(8�HQYLURQPHQWDO�SROLF\�DW�WKH�JOREDO��
(8��QDWLRQDO��UHJLRQDO DQG�ORFDO�OHYHOV��$OWKRXJK�WKH�LPSDFW�RI�HQODUJHPHQW�RQ�HQYLURQPHQWDO�HIIRUWV�
ZLWKLQ�WKH�(8�DV�D�ZKROH�PD\�LQLWLDOO\�EH�QHJDWLYH��IRU�LQVWDQFH��HQYLURQPHQWDO�FRQVWUDLQWV�RQ�LQGXVWU\�
FDQ�DOVR�KDYH�LPSRUWDQW�WUDQVSRUW�LPSOLFDWLRQV�WKURXJK�DIIHFWLQJ�WKH�ORFDWLRQ�RI�HFRQRPLF�DFWLYLW\�DQG�
WKURXJK�SROLFLHV�RQ�ZDVWH�GLVSRVDO�ZKLFK�FDQ�EH�WUDQVSRUW�FUHDWLQJ���LQ�WKH�ORQJ�UXQ�WKH�(8������FDQ�RQO\�
JDLQ�E\�LQFUHDVHG�FR�RSHUDWLRQ��
7KH�$FWLRQ�3URJUDPPH�LGHQWLILHV�WKH�QHHG�IRU�HQYLURQPHQWDO�FRQFHUQV�WR�EH�LQWHJUDWHG�LQWR�DOO�(8�
SROLFLHV��LQFOXGLQJ�VSDWLDO�SROLF\��DQG�IRU�H[LVWLQJ�OHJLVODWLRQ�WR�EH�LPSOHPHQWHG��,QIRUPDWLRQ�LV�LPSRUWDQW�
LQ�HQVXULQJ�WKDW�LQGLYLGXDOV��ILUPV�DQG�RWKHU�RUJDQLVDWLRQV�WDNH�FRQVLVWHQW�GHFLVLRQV�ZLWK�UHJDUG�WR�WKH�
HQYLURQPHQW�DQG�WKDW�DSSURSULDWH�LQFHQWLYH�VWUXFWXUHV�H[LVW�WR�HQFRXUDJH�WKLV��/DQG�XVH�DQG�SODQQLQJ�
GHFLVLRQV�DUH�VHHQ�DV�KDYLQJ�D�NH\�OLQN�ZLWK�HQYLURQPHQWDO�SROLF\�DQG�WKH�SULQFLSOH�RI�VXEVLGLDULW\��DOO�RI�
ZKLFK�LQWHUDFW�ZLWK�WKH�VSDWLDO�WLVVXH��7KH�NH\�OLQN�EHWZHHQ�SROLF\�DUHDV�LV�HQVXULQJ�ERWK�WKH�ULJKW�
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LQIRUPDWLRQ�DQG�WKH�DSSURSULDWH�VLJQDOV�DQG�LQFHQWLYHV�WR�HQVXUH�FRQVLVWHQW�GHFLVLRQ�PDNLQJ��3URSHU�
HQYLURQPHQWDO�HYDOXDWLRQ�KDV�D�GLUHFW�OLQN�ZLWK�SROLFLHV�RQ�FKDUJLQJ�IRU�WKH�XVH�RI�LQIUDVWUXFWXUH��IXOO�
LPSOHPHQWDWLRQ�RI�WKH�$FWLRQ 3URJUDPPH�KDV�PDMRU�LPSOLFDWLRQV�IRU�WKH�HIIHFWLYH�FRVW�RI�XVLQJ�
LQIUDVWUXFWXUH��RQ�WKH�EDODQFH�RI�FRVWV�EHWZHHQ�GLIIHUHQW�PRGHV�DQG�RQ�WKH�EHQHILWV�RI�JUHDWHU�HPSKDVLV�RQ�
LQWHUPRGDOLW\���5HOHYDQFH�IRU�LQGLFDWRUV��7KH�FRQWULEXWLRQ�WR�HQYLURQPHQWDO�SROLF\�LV�D�FULWLFDO�DVSHFW�RI�
WUDQVSRUW�QHWZRUN�GHYHORSPHQWV��(QYLURQPHQWDO�LPSDFW�DQDO\VLV�LV�DOUHDG\�D�UHTXLUHPHQW�RI�WUDQVSRUW�
LQYHVWPHQWV��KHUH�ZH�QHHG�D�EDVLF�LQGLFDWLRQ�RI�WKH�VSHFLILF�FRQWULEXWLRQ�WR�WKH�JRDOV�RI�WKH�$FWLRQ�
3URJUDPPH��6L[WK�(QYLURQPHQW�$FWLRQ�3URJUDPPH��'HFLVLRQ�����������(&�����-XO\�����ª��
������7UDQVSRUW�3ROLF\�
7UDQVSRUW�SROLF\�LQ�WKH�(8�KDV�WZR�PDLQ�REMHFWLYHV��WR�HQVXUH�HIILFLHQW�RSHUDWLRQ�DQG�GHYHORSPHQW�RI�WKH�
WUDQVSRUW�VHFWRU��DQG�WR�HQVXUH�WKDW�WUDQVSRUW�FRQWULEXWHV�WR�WKH�FRPSOHWLRQ�RI�WKH�VLQJOH�PDUNHW��7KH������
:KLWH�3DSHU�KDV�WKUHH�PDLQ�WKHPHV�RI�UHOHYDQFH�WR�DQ�HYDOXDWLRQ�RI�WKH�7(1V��
6KLIWLQJ�WKH�EDODQFH�EHWZHHQ�QRGHV¶�URDG�TXDOLW\��UDLO�LQWHJUDWLRQ�DQG�PRGHUQLVDWLRQ��DLU�WUDIILF�JURZWK��
ZDWHUZD\V�LQWHJUDWLRQ��LQWHU�QRGDOLOLW\�UHJXODWLRQ�YHUVXV�FRPSHWLWLRQ��LQFUHDVHG�HIILFLHQF\�PD\�OHDG�WR�
IXUWKHU�JURZWK��
(OLPLQDWLQJ�ERWWOHQHFNV�FRUULGRU�LQYHVWPHQWV��SULRULW\�OLQNV��EXW�SUREOHPV�ZLWK�ILQDQFH�
&RQIOLFW�RI�LQWHUHVWV�LQ�FDVH�RI�WKH�QHZ�LQIUDVWUXFWXUH�LQYHVWPHQW�LQ�&DQGLGDWH�FRXQWULHV�EHWZHHQ�GRPHVWLF�
WUDQVSRUW�GHPDQG�DQG�WUDQVLW�WUDIILF�GHPDQG�
3ODFLQJ�XVHUV�DW�WKH�KHDUW�RI�SROLF\�VDIHW\���FKDUJLQJ�DQG�WD[HV�SULFLQJ��LQYHVWPHQW�DQG�VXEVLGLDULW\���7KXV�
UHJXODWLRQ��LQYHVWPHQW�DQG�SULFLQJ�DUH�DOO�VHHQ�DV�SOD\LQJ�D�UROH�DQG�KHQFH�WKH�LPSDFW�RI�HDFK�KDV�WR�EH�
HYDOXDWHG��5HOHYDQFH�IRU�LQGLFDWRUV��7KH�PDLQ�UHOHYDQFH�IRU�LQGLFDWRUV�LV�LQ�WHUPV�RI�LGHQWLI\LQJ�WKH�ZD\�
LQ�ZKLFK�WKH�WUDQVSRUW�SURMHFWV�LQ�TXHVWLRQ�PHHW�SROLF\�QHHGV��,Q�SUDFWLFH�WKLV�LV�WR�LGHQWLI\�ZKHWKHU�D�
SDUWLFXODU�SURMHFW�LV�SULPDULO\�DGGUHVVHG�WRZDUG�PRGDO�VKLIW��ERWWOHQHFN�HOLPLQDWLRQ�RU�LQFUHDVLQJ�WKH�
HIILFLHQF\�RI�XVH��
$FFRUGLQJ�WR�WKH������:KLWH�3DSHU�WUDQVSRUW�SROLF\�LQ�WKH�FRQWH[W�RI�WKH�HQODUJHPHQW�RI�WKH�(8�IRFXVHV�
RQ�WKH�LQIUDVWUXFWXUH�FKDOOHQJH��WKH�UROH RI�UDLO�WUDQVSRUW�LQ�WKH�FDQGLGDWH�FRXQWULHV�DQG�RQ�PDULWLPH�VDIHW\��
7KH�LQIUDVWUXFWXUH�FKDOOHQJH�LV�FRQFHUQHG�ZLWK�FRQQHFWLQJ�WKH�FDQGLGDWH�FRXQWULHV�WR�WKH�WUDQV�(XURSHDQ�
QHWZRUN��3ULRULWLHV�VKRXOG�EH�JLYHQ�WR�WKH�HOLPLQDWLRQ�RI�ERWWOHQHFNV�� LQ�SDUWLFXODU�DW� WKH�ERUGHUV��DQG�LQ�
WKH�PRGHUQLVDWLRQ�RI�WKH�UDLO�QHWZRUN��

������&RPPRQ�$JULFXOWXUDO�3ROLF\
7KH�LPSRUWDQFH�RI�&$3�DV�D�SROLF\�DUHD�LQ�WKH�HQODUJHG�(8�UHTXLUHV�WKDW�UHJLRQV�ZKLFK�KDYH�D�VLJQLILFDQW�
DJULFXOWXUDO���RU�UXUDO��VHFWRU�QHHG�WR�UHFHLYH�VSHFLDO�FRQVLGHUDWLRQ��7KLV�FDQ�HDVLO\�EH�DFKLHYHG�WKURXJK�DQ�
LQGLFDWRU�RI�VHFWRUDO�VWUXFWXUH�RI�HDFK�UHJLRQ��DOWKRXJK�LGHDOO\�ZH�VKRXOG�GHILQH�WKLV�PRUH�SUHFLVHO\�
DFFRUGLQJ�WR�WKH�QDWXUH�RI�WKH�DJULFXOWXUDO�DFWLYLW\�LQ�WKH�UHJLRQ��
(QODUJHPHQW�LQWURGXFHV ODUJH�FKDOOHQJHV�WR�WKH�&$3�DQG�WKLV�UHODWLRQVKLS�WR�WKH�VSDWLDO�WLVVXH�RI�WKH�
HQODUJHG�(8�ZLOO�EH�H[SORUHG�IXUWKHU��
������,QWHUQDO�0DUNHW�DQG�&RPSHWLWLRQ�3ROLFLHV�
,PSRUWDQW�SROLF\�GRFXPHQWV�DUH��)RXUWK�$QQXDO�5HSRUW�RQ�(FRQRPLF�5HIRUP��&DUGLII�3URFHVV��'HFHPEHU�
������7KH�,PSDFW�DQG�(IIHFWLYHQHVV�RI�WKH�6LQJOH�0DUNHW��&RPPXQLFDWLRQ�IURP�WKH�&RPPLVVLRQ�WR�WKH�
(XURSHDQ�3DUOLDPHQW�DQG�&RXQFLO����2FWREHU�������7KLV�UHODWLRQVKLS�ZLWK�WKH�HQODUJHPHQW�RI�WKH�
(XURSHDQ�VSDWLDO�WLVVXH�ZLOO�EH�H[SORUHG�LQ�IXUWKHU GHWDLO�LQ�ODWHU�LQWHULP�UHSRUWV�
������6WDELOLW\�DQG�*URZWK�3ROLFLHV�
7KH�PRVW�LPSRUWDQW�SROLF\�GRFXPHQW�LV�&R�RUGLQDWLRQ�RI�HFRQRPLF�SROLFLHV�LQ�WKH�(8��D�SUHVHQWDWLRQ�RI�
NH\�IHDWXUHV�RI�WKH�PDLQ�SURFHGXUHV��(XUR�3DSHUV�1R�����-XO\�������7KLV�UHODWLRQVKLS�ZLWK�WKH�
HQODUJHPHQW�RI�WKH�(XURSHDQ�VSDWLDO�WLVVXH�ZLOO�EH�H[SORUHG�LQ�IXUWKHU�GHWDLO�LQ�ODWHU�LQWHULP�UHSRUWV



����

������3URDFWLYH�VSDWLDO�SROLF\�GHVLJQ
7KH�VRPH�RI�WKH�PRVW�LPSRUWDQW�SROLF\�UHFRPPHQGDWLRQV�LQ�RUGHU�WR�VWLPXODWH�FRRUGLQDWHG�VSDWLDO�SROLF\�
GHVLJQ�DUH�

1HZ�FURVV�ERUGHU�KRUL]RQWDO�FRRUGLQDWLRQ�DQG�ORFDO�HPSRZHUPHQW
,QWHJUDWHG�WUDQVSRUWDWLRQ
6XVWDLQDELOLW\�LQ�DOO�LWV�IRUPV��HFRQRPLF��VRFLDO��HFRORJLFDO�DQG�RUJDQLVDWLRQDO

����6KRUW�UHSRUW�RQ�WKH�DSSOLFDWLRQ�RI�&RPPRQ�3ODWIRUP�

$�IXOO�UHSRUW�RI�WKH�&RPPRQ�3ODWIRUP�ZLOO�EH�VXEPLWWHG�LQ�WKH��QG ,QWHULP�5HSRUW�

����8SGDWHG�LQIRUPDWLRQ�RQ�SUHOLPLQDU\�UHVXOWV�DQG�PDSV�HQYLVDJHG�IRU�WKH�LQWHULP�UHSRUW�LQ�$XJXVW�
����

)RU�WKH��QG�,QWHULP�UHSRUW��$FWLRQ�������ZLOO�SUHVHQW�D�VHW�RI�SUHOLPLQDU\�UHVXOWV�DQG�SROLF\�
UHFRPPHQGDWLRQV��7KHVH�ZLOO�VHUYH�DV�K\SRWKHVHV�JXLGLQJ�WKH�ZRUN�LQ�ODWHU�DQG�ILQDO�VWDJHV�RI�WKH�SURMHFW��
7KH�UHSRUW�ZLOO�FRQWDLQ�IRXU�DSSURDFKHV�
$��$QDO\VLV�RI�IXQFWLRQDOLW\�RI�ERUGHU�UHJLRQV
%��3HUIRUPDQFH�GLIIHUHQWLDOV�EHWZHHQ�UHJLRQV
&��$QDO\VLV�RI�SRO\FHQWULF�GHYHORSPHQWV
'��$FFHVVLELOLW\�EHIRUH�DQG�DIWHU�LQIUDVWUXFWXUH�SODQV
$���5HVXOWV�RI�D�SUHOLPLQDU\�DQDO\VLV�RQ�HPHUJLQJ�IXQFWLRQDOLW\�LQ�FURVV�ERUGHU�UHJLRQV�EDVHG�ERWK�RQ�WKH�
IORZV�RI�JRRGV�DQG�SHRSOH�LQ�DQG�DFURVV�WKH�UHJLRQV�HVWLPDWHG�IURP�DYDLODEOH�VWDWLVWLFV��DQG�RQ�TXDOLWDWLYH�
LQIRUPDWLRQ��7KH��QG�,QWHULP�UHSRUW�ZLOO�GLVSOD\�D�ILUVW�RYHUYLHZ�RI�EDUULHUV�WR�LQWHJUDWLRQ�DQG�FXUUHQW�
H[SHULHQFHV�RI�FRRSHUDWLRQ�LQ�ERUGHU�UHJLRQV�
%DUULHUV�FRQVLGHUHG�DUH�RI�WKH�IROORZLQJ�W\SHV�
� 1DWXUDO���VHDV��PRXQWDLQV��ULYHUV
� /DQJXDJHV��HWKQLF�PLQRULWLHV
� 6FKHQJHQ�UHJLPHV
� 'LIIHUHQFHV�LQ�DGPLQLVWUDWLYH�SRZHU�RI�UHJLRQV
5HFRUGLQJ�DQG�PDSSLQJ�RI�FURVV�ERUGHU�FRRSHUDWLRQ�ZLOO�HYDOXDWH�WKH�H[SHULHQFHV�VR�IDU�RQ�(8�
GHYHORSPHQW�WKH�IROORZLQJ�ERUGHU�UHJLRQV�
� %HWZHHQ�(8���DQG�&DQGLGDWH�&RXQWULHV
� %HWZHHQ�&DQGLGDWH�&RXQWULHV
� 1HZ�H[WHUQDO�ERUGHUV
$�W\SRORJ\�RI�UHJLRQV�ZLOO�EH�VXJJHVWHG�SULPDULO\�UHIOHFWLQJ�WKH�GLIIHUHQW�OHYHOV�RI��DQG�SRWHQWLDO�IRU
��� IXQFWLRQDOLW\�ZLWKLQ�WKH�UHJLRQ�DQG�
��� SROLWLFDO�DGPLQLVWUDWLYH�FDSDFLW\��GHPRFUDWLF�SRZHU�DQG�SXEOLF�SDUWLFLSDWLRQ�RQ�ERWK�VLGHV�RI�WKH�

ERUGHUV��7KLV�VKRXOG�VHUYH�DV�DQ�LQGLFDWLRQ�RI�ZKDW�SROLF\�LQWHUYHQWLRQ�VKRXOG�EH�VXJJHVWHG�DQG�
UHFRPPHQGHG��

7HQWDWLYHO\��ZH�H[SHFW�WKH�KLJKHVW�OHYHOV�RI�ERWK�IXQFWLRQDOLW\�DQG�GHPRFUDWLF�SRZHU�WR�EH�IRXQG�LQ�WKH�
ODQG�EDVHG�ERUGHU�UHJLRQV�ZLWKLQ�FXUUHQW�(8��
7KH�QH[W�KLJKHVW�OHYHOV�RI�ERWK�LQGLFDWRUV�DUH�H[SHFWHG�WR�EH�IRXQG�LQ�(8���ERUGHUV�WR�WKH�&DQGLGDWH�
&RXQWULHV�RI�3RODQG��WKH�&]HFK�5HSXEOLF��+XQJDU\�DQG�6ORYHQLD�
$W�WKH�ORZHVW�OHYHO�RI�IXQFWLRQDO�LQWHJUDWLRQ�DQG�GHPRFUDWLF�SDUWLFLSDWLRQ��ZH�K\SRWKHVLVH�WR�ILQGW�KH�
IXWXUH�H[WHUQDO�ERUGHUV�RI�WKH�QHZ�(8���



����

%���7KH��QG�,QWHULP�5HSRUW�ZLOO�GRFXPHQW�DQG�PDS�ZHDOWK�DQG�HFRQRPLF�SHUIRUPDQFH�GLIIHUHQWLDOV�
EHWZHHQ�QHLJKERXULQJ�UHJLRQV�LQ�(DVWHUQ�(XURSH�DQG�ZH�DLP�DW�LQGLFDWLQJ�FRQYHUJHQFH�OHYHOV��7KLV�
DQDO\VLV�LV�EDVHG�RQ�H[LVWLQJ�GDWD�DW�1876��OHYHO�
�*'3�SHU�FDSLWD����������\HDUO\
� /DERXU�IRUFH�SDUWLFLSDWLRQ
� 8QHPSOR\PHQW
� 3RSXODWLRQ�LQGLFDWRUV
7KLV�ZLOO�OHDG�WR�D�ILUVW�DQDO\VLV�RI�WKH�QHHGV�IRU�KRUL]RQWDOO\�FRRUGLQDWHG�GHYHORSPHQW�SURJUDPPHV�IRU�
LPSURYHG�FRKHVLRQ��$OPRVW�DOO�(8�SROLF\�DUHDV�KDYH�UHOHYDQFH�WR�DQG�ZLOO�EH�FKDOOHQJHG�E\�(8�
HQODUJHPHQW��7KH�SULPDU\�DUHDV�QHFHVVDU\�WR�FRRUGLQDWH�DQG�WDUJHW�DUH�
� WUDQVSRUW�SROLF\
� UHJLRQDO��VWUXFWXUDO�DQG�FRKHVLRQ�SROLF\
� HQYLURQPHQWDO�SROLF\
� &$3
:H�IRUHVHH�WKDW�WKH�QHHGV�WR�EH�HVWLPDWHG�DQG�ORFDOLVHG�DUH�HQRUPRXV�DV�FRPSDUHG�WR�WKH�FRPELQHG�
UHVRXUFHV�DYDLODEOH�LQ�(8���DQG�LQ�WKH�&&��7KLV�ZLOO�FDOO�IRU�D�VWUDWHJLF�VSDWLDO�SODQQLQJ�SURFHVV�
SURPRWLQJ�ERWK�VXVWDLQDEOH�DQG�UDSLG�HFRQRPLF�JURZWK�LQ�WKH�PRVW�IDYRXUDEOH�DQG�DFFHVVLEOH�ORFDWLRQV�LQ�
(DVWHUQ�(XURSH��DQG�WR�DOORFDWH�UHVRXUFHV�WR�LQGXVWULDO�UHVWUXFWXULQJ�LQ�OHDVW�IDYRXUHG�UHJLRQV��PRVW�RI�
WKHP�ORFDWHG�QHDU�WKH�QHZ�H[WHUQDO�ERUGHUV��7KH��QG�5HSRUW�ZLOO�RXWOLQH�D�VSDWLDO�SODQQLQJ�SURFHVV�IRU�
FRQYHUJHQFH��DFWLYDWLQJ�HQGRJHQRXV�UHVRXUFHV�LQ�SRWHQWLDO�JURZWK�SROHV�DV�ZHOO�DV�LQ�SHULSKHUDO�UHJLRQV�LQ�
LQGXVWULDO�GHFOLQH�
&���7KH��QG�5HSRUW�IURP�����ZLOO�DOVR�FRQWDLQ�D�ILUVW�GHVFULSWLRQ�DQG�PDSSLQJ�RI�VSDWLDO�VWUXFWXUHV�LQ�(8�
UHIOHFWLQJ�VWUDWHJLF�RSWLRQV�IRU�SRO\FHQWULF�GHYHORSPHQW�LQ�WKH�HQODUJHPHQW�SURFHVV��,Q�SDUWLFXODU��WKLV�ILUVW�
DQDO\VLV�ZLOO�FRQFHQWUDWH�RQ�WKH�VWUHQJWKV�DQG�RSSRUWXQLWLHV�LQ�WKH�PDMRU�XUEDQ�V\VWHPV�LQ�(DVWHUQ�(XURSH�
� WKH�XUEDQ�V\VWHP�EDVHG�RQ�WKH�FDSLWDOV�RI�7KH�&]HFK�5HSXEOLF��6ORYDNLD��+XQJDU\�DQG�6ORYHUQLD��DOO�
ORFDWHG�DW�WKH�D[LDO�H[WHQVLRQ�RI�WKH�*,=�RI�(8��
� WKH�UHODWLYHO\�EDODQFHG�XUEDQ�V\VWHP�RI�3RODQG��DOVR�ORFDWHG�DW�WKH�D[LV�EHWZHHQ�HDVW�DQG�ZHVW�DQG�ZLWK�
SRWHQWLDO�WR�H[WHQG�LQWR�/LWKXDQLD�DQG�HDVWZDUG
� WKH�XUEDQ�V\VWHP�RI�WKH�WKUHH�%DOWLF�VWDWHV¶�FDSLWDOV��ZLWK�WKH�SRWHQWLDO�WR�GHYHORS�DV�D�SDUW�RI�WKH�
SRO\FHQWULF�UHJLRQ�DURXQG�WKH�VRXWKHUQ�SDUW RI�WKH�%DOWLF�6HD
� WKH�%DONDQ�VWDWHV�ZLWK�SRVVLEOH�LQWHUFRQQHFWLRQV�ZLWK�VRXWKHUQ�(8���PHPEHU�VWDWHV�RI�WKH�(DVWHUQ�
(XURSHDQ�VWDWHV��DQG��LQ�WKH�IXWXUH�IXUWKHU�UHODWLRQV�WR�%ODFN�6HD�FRXQWULHV�DQG�WKH�0LGGOH�(DVW
� SDUWLFXODU�DWWHQWLRQ�ZLOO�EH�SDLG�WR�WKH�QDWXUDO�EDUULHUV�WR�LQWHJUDWLRQ�IDFHG�IRU�0DOWD�DQG�&\SUXV
7KH�TXDOLWDWLYH�DQDO\VLV�IRFXVHV�RQ�WKH�FXUUHQW�DV�ZHOO�DV�WKH�PLVVLQJ�OLQNV�DQG�IORZV�LQ�WKHVH�HPHUJLQJ�
XUEDQ�V\VWHPV��DQG�JLYHV�DQ�RYHUYLHZ�RI�WKH�GLVFRQWLQXLWLHV�ZKLFK�KDYH�WR�EH�EULGJHG�
,Q�ODWHU�VWDJHV�RI�������SURMHFW��SRO\FHQWULF�XUEDQ�V\VWHPV�DW�ORZHU�OHYHOV�ZLOO�EH�DQDO\VHG�LQ�GHSWK�
'���7KH��QG�,QWHULP�5HSRUW��LQ�$XJXVW�������ZLOO�GLVSOD\�WHQWDWLYH�UHVXOWV�DQG�PDSSLQJ�RI�DFFHVVLELOLW\�
EHIRUH�DQG�DIWHU�LPSOHPHQWDWLRQ�RI�7(1�DQG�7,1$�QHWZRUNV�LQ�(DVWHUQ�(XURSH��7KLV�LQFOXGHV�RYHUYLHZV�
RI�WKH�SODQQHG�HYROXWLRQV�RI�WUDQVSRUW�LQIUDVWUXFWXUH�LQ�FDQGLGDWH�FRXQWULHV��3UHOLPLQDU\�UHVXOWV�ZLOO�EH�
SUHVHQWHG�RQ�WKH�LPSDFW�RI�WUDQVSRUW�LQIUDVWUXFWXUH�RQ�DFFHVVLELOLW\�DQG�DVVRFLDWHG�UHJLRQDO�HFRQRPLF�
GHYHORSPHQW�DW�1876��OHYHO�LQ�WKH�&DQGLGDWH�&RXQWULHV��7KH�VSDWLDO�LPSDFW�RI�WKH�WUDQVSRUW�VFHQDULR�ZLOO�
EH�HYDOXDWHG�DFFRUGLQJ�WR�LWV�FRQWULEXWLRQV�WR�D�SRO\FHQWULF�GHYHORSPHQW�LQ�(DVWHUQ�(XURSH�



����

3$57���
0LQLPXP�UHTXLUHPHQW�FRYHULQJ�HDFK�SRLQW�PHQWLRQHG�LQ�WKH�$GGHQGXP�WR�WKH�FRQWUDFW
'DWD�FROOHFWLRQ�VKDOO�EH�VSHFLILFDOO\�DGGUHVVHG�LQ�WKH�SURMHFW��6HH�VHFWLRQ�����

7KH�FKRLFH�RI�WKH�WZR�SURSRVHG�VFHQDULRV��7(1�7�DQG�6SDWLDO�HFRQRPLFV��VKRXOG�EH�PRUH�
WKRURXJKO\�MXVWLILHG�
7KH� �����:KLWH� 3DSHU�(XURSHDQ� WUDQVSRUW� SROLF\� IRU� ������ WLPH� WR� GHFLGH� RI� WKH�&RPPLVVLRQ� RI� WKH�
(XURSHDQ�&RPPXQLWLHV�VWDWHV�WKDW��WKH�ILUVW�FKDOOHQJH�LQ�PDNLQJ�HQODUJHPHQW�D�VXFFHVV�ZLOO�EH�WR�FRQQHFW�
WKH� IXWXUH� 0HPEHU� 6WDWHV� WR� WKH� WUDQV�(XURSHDQ� QHWZRUN�� WKLV� LV� D� SUHFRQGLWLRQ� IRU� WKHLU� HFRQRPLF�
GHYHORSPHQW�� EDVHG� RQ� DQWLFLSDWHG� JURZWK� LQ� WUDQVSRUW�� DV� ZDV� WKH� FDVH� ZLWK� WKH� DFFHVVLRQ� RI� 6SDLQ��
3RUWXJDO�DQG�*UHHFH���,W�FRQWLQXHV�E\�VD\LQJ�WKDW��WKH�ODFN�RI�HIILFLHQW�WUDQVSRUW�LQIUDVWUXFWXUH�QHWZRUNV�WR�
FRSH�ZLWK�WKLV�DQWLFLSDWHG�JURZWK�LQ�PRYHPHQWV�LV�VWLOO�JUHDWO\�XQGHUHVWLPDWHG��$QG�\HW�WKDW�LQIUDVWUXFWXUH�
LV� D� NH\� HOHPHQW� RI� WKH� VWUDWHJ\� IRU� WKH� HFRQRPLF� GHYHORSPHQW� RI� WKH� FDQGLGDWH� FRXQWULHV� DQG� WKHLU�
LQWHJUDWLRQ�LQWR�WKH�LQWHUQDO�PDUNHW���7KH�LPSRUWDQW� OLQN�PHQWLRQHG�EHWZHHQ�WUDQVSRUW� LQIUDVWUXFWXUH�DQG�
UHJLRQDO� HFRQRPLF� GHYHORSPHQW� LV� H[DFWO\� WKH� FRQFHUQ� RI� WKH� HQODUJHPHQW� VFHQDULR� VWXG\� �� WR� EH�
FRQGXFWHG�E\� DSSO\LQJ� WKH�6$6,�PRGHO��+RZHYHU�� WKHUH� DUH�� GHSHQGLQJ�RQ� WKH� UHJLRQDO� VHWWLQJV��PDQ\�
LPSDFWV� RI� WUDQVSRUW� LQIUDVWUXFWXUH� GHYHORSPHQWV� RQ� UHJLRQDO� GHYHORSPHQW� SRVVLEOH� DQG� WKHUH� H[LVWV�
XQFHUWDLQW\� FRQFHUQLQJ� WKH�PDJQLWXGH� DQG� SKDVLQJ� RI� LQYHVWPHQWV� LQ� WKH�7,1$� QHWZRUNV�� 7KHUHIRUH�� D�
OLPLWHG�VHW�RI�GLIIHUHQW�VFHQDULRV�ZLWK�UHVSHFW�WR�WKH�VSHHG�DQG�H[WHQW�RI�WKH�HQODUJHPHQW�DQG�ZLWK�UHVSHFW�
WR�GLIIHUHQW�DVVXPSWLRQV�RQ�WKH�H[WHQW�DQG�VFKHGXOLQJ�RI� WUDQVSRUW� LQIUDVWUXFWXUH�LPSOHPHQWDWLRQ�ZLOO�EH�
DQDO\VHG�E\�XVLQJ�WKH�6$6,�PRGHO�LQ�WKH�VHFRQG�HQODUJHPHQW�VFHQDULR�VWXG\�

7KH�IRFXV�RQ�3KDUH�DQG�&%&�DFWLYLWLHV��SDJH�����PLJKW�EH�WRR�DPELWLRXV�
:KLOH�RXU�PDLQ�IRFXV�ZLOO�QRW�EH�RQ�WKHVH�DFWLYLWLHV��ZH�ZRXOG�VWLOO�OLNH�WR�WUHDW�WKH�WRWDO�EXGJHWV�RI�WKHVH�
SURJUDPPHV�DQG�DFWLYLWLHV�SHU�FRXQWU\�IRU�GLIIHUHQW�\HDUV�EHFDXVH�ZH�WKLQN�WKLV�GDWD�FDQ�EH�RUJDQLVHG�DQG�
ZLOO�JLYH�D�JRRG�LQVLJKW�DERXW�WKH�YROXPHV�DQG�FKDQJHV��)XUWKHUPRUH�WKLV�GDWD�FDQ�EH�VWDQGDUGLVHG�DQG�VR�
FRPSDULVRQV�DUH�SRVVLEOH��
:H�DOVR�ZDQW WR�ORRN�DW�FLW\�QHWZRUNV�LQ�WKH�IUDPH�RI�,QWHUUHJ�,,&�DQG�,,,%�DQG�RWKHU�FLW\�QHWZRUNV�
RXWVLGH�WKHVH�SURJUDPPHV��EHFDXVH�WKH\�DUH��IURP�RXU�SRLQW�RI�YLHZ��LPSRUWDQW�FURVV�ERUGHU�DFWLYLWLHV�

7KH�WLPLQJ�RI�:3���VKDOO�EH�FKDQJHG�WR�6HSWHPEHU�������
:RUN�3DFNDJH���ZLOO�EH�EHJXQ�LQ�GXULQJ�WKH�VXPPHU�RI������DQG�WKXV�ZLOO�EH�DEOH�WR�SURYLGH�VRPH�
UHTXHVWV�IRU�DGGLWLRQDO�LQIRUPDWLRQ��DV�ZHOO�DV�VRPH�SUHOLPLQDU\�RXWSXWV�IRU�WKH��QG�,QWHULP�UHSRUW��

7KH�7UDQVQDWLRQDO�3URMHFW�*URXS�VKRXOG�LQFOXGH�WKH�LQVWLWXWLRQV�IURP�&DQGLGDWH�&RXQWULHV�PRUH�
DFWLYHO\�DV�UHDO�SDUWQHUV�
:H�DUH�PDNLQJ�HIIRUWV�WR�LQFOXGH�LQVWLWXWLRQV�IURP�WKH�&DQGLGDWH�&RXQWULHV�DV�PRUH�DFWLYH�SDUWQHUV��7KH�
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