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,QWURGXFWLRQ��,V�WKH�HUD�RI�FRQGLWLRQDOLW\�SDVW"

,��7KH�&KDQJLQJ�,QWHUQDWLRQDO�&RQWH[W�DQG�WKH�5ROH�RI�WKH,QWHUQDWLRQDO�)LQDQFLDO

,QVWLWXWLRQV

3ULYDWH�FDSWLWDO�IORZV

$�UDGLFDOO\�DOWHUHG�LQWHOOHFWXDO�DQ�LGHRORJLFDO�FOLPDWH

7KH�HQG�RI�WKH�&ROG�:DU

7KH�FKDQJLQJ�SROLWLFDO�FRQWH[W�RI�IRUHLJQ�DLG�LQ�ZHDOWK\�QDWLRQV

7KH�JOREDO�ZDYH�RI�GHPRFUDWL]DWLRQ

,,��7KH�&KDQJLQJ�5HIRUP�$JHQGD

&RPSRQHQWV�DQG�SKDVHV�RI�HFRQRPLF�UHIRUP

7KH�FKDQJLQJ�SROLWLFV�RI�ODWHU�SKDVH�UHIRUPV

,,,��3ROLF\�5HIRUP�DQG�([WHUQDO�,QIOXHQFH�LQ�WKH�/DWH�����V

'HFOLQLQJ�DLG�OHYHUDJH

7KH�PLVPDWFK�EHWZHHQ�WUDGLWLRQDO�FRQGLWLRQHG�ORDQV�DQG�WKHQHZ�UHIRUP�DJHQGD

/HVV�FOHDU�EOXHSULQWV�IRU�ODWHU�VWDJH�UHIRUPV

7KH�JURZLQJ�LPSRUWDQFH�RI�FOLHQW�FRPPLWPHQW

7KH�FKDQJLQJ�DLG�UHODWLRQVKLS

5HIHUHQFHV�DQG�(QGQRWHV



,QWURGXFWLRQ��,V�WKH�HUD�RI�FRQGLWLRQDOLW\�SDVW"

)RU�ILIWHHQ�\HDUV��VLQFH�WKH�HDUO\�O���V��WKH�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV��

��DERYH�DOO�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG�DQG�WKH�:RUOG�%DQN���KDYH

SOD\HG�DVVHUWLYH�UROHV��VHHNLQJ�WR�PROG�DQG�RIWHQ�UDGLFDOO\�WUDQVIRUP�SROLFLHV

DQG�SUDFWLFHV�LQ�SRRUHU�FRXQWULHV�WKURXJKRXW�WKH�ZRUOG��6LQFH�O�����WKH\�KDYH

DOVR�EHHQ�GHHSO\�HQJDJHG�LQ�WKH�SRVW�&RPPXQLVW�ZRUOG��7KHLU�DSSURDFK�DQG

WDFWLFV��SDUWLFXODUO\�WKH�H[WHQVLYH�XVH�RI�FRQGLWLRQDOLW\��SROLF\�UHIRUP

UHTXLUHPHQWV�DWWDFKHG�WR�ORDQV��KDYH�SURYRNHG�ERWK�VFDWKLQJ�FULWLFLVP�DQG

DUGHQW�GHIHQVH��6RPH�RI�WKHLU�SROLF\�UHIRUP�REMHFWLYHV�DOVR�UHPDLQ

FRQWURYHUVLDO��GHVSLWH�QHDU�JOREDO�DFFHSWDQFH�E\�O����RI�WKHLU�EURDG�VWUDWHJ\

RI�SUXGHQW�PDFUR�HFRQRPLF�PDQDJHPHQW��OLPLWHG�VWDWH�HFRQRPLF�LQWHUYHQWLRQ�

DQG�PRUH�RSHQ�HFRQRPLHV��,Q�VRPH�FLUFOHV��SDUWLFXODUO\�DPRQJ�PDQ\�RI�WKH

QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV�WKDW�KDYH�FRPH�WR�SOD\�D�VLJQLILFDQW�UROH�LQ

LQWHUQDWLRQDO�DIIDLUV��WKH�:RUOG�%DQN�LV�DQDWKHPD��%DQN�DQG�)XQG�DQQXDO

PHHWLQJV����PRVW�UHFHQWO\�LQ�0DGULG�LQ�DXWXPQ�O�������QRZ�UHJXODUO\�VHH�ODUJH

XQUXO\�GHPRQVWUDWLRQV�SURWHVWLQJ�WKHLU�YHU\�H[LVWHQFH�

,W�ZDV�QRW�DOZD\V�VR��,Q�WKH�O���V�DQG�O���V��WKH�,0)�DQG�WKH�:RUOG�%DQN

SOD\HG�PXFK�ORZHU�NH\�UROHV��7KH�:RUOG�%DQN�FRQFHQWUDWHG�RQ�IXQGLQJ�EDVLF

FDSLWDO�SURMHFWV�LQ�SRRU�QDWLRQV���URDGV��SRZHU�VWDWLRQV��KDUERUV��LUULJDWLRQ

V\VWHPV��&RQGLWLRQV�DWWDFKHG�WR�LWV�ORDQV�IRFXVVHG�RQ�WKH�KRQHVW�DQG�HIILFLHQW

LPSOHPHQWDWLRQ�RI�WKH�ORDQ�LWVHOI��RQO\�VRPHWLPHV�H[WHQGLQJ�WR�VSHFLILF�SROLF\

UHTXLUHPHQWV�VXFK�DV�WKH�SULFLQJ�IRUPXOD�IRU�VDOH�RI�HOHFWULFLW\��7KH�,0)

DVVLVWHG�JRYHUQPHQWV�IDFLQJ�DFXWH�EDODQFH�RI�SD\PHQWV�FULVHV��/RDQV�EH\RQG

LQLWLDO�VXPV�ZHUH�URXWLQHO\�OLQNHG�WR�UHTXLUHPHQWV�IRU�FRUUHFWLYH�PHDVXUHV�

WKRVH�UHTXLUHPHQWV�RFFDVLRQDOO\�VSDUNHG�SURWHVWV��%XW�LQ�JHQHUDO�QHLWKHU

DJHQF\�ZDV�LQ�WKH�QHZV��QRU�HYHQ�NQRZQ�PXFK�EH\RQG�WKH�FLUFOHV�RI

LQWHUQDWLRQDO�ILQDQFH�DQG�GHYHORSPHQW�VSHFLDOLVWV��1HLWKHU�ZDV�YLHZHG�DV�D

PDMRU�IRUFH�VKDSLQJ�QDWLRQV
�SROLFLHV�DQG�VWUDWHJLHV�

7KH�GHEW�FULVLV�WKUXVW�WKH�,0)�LQWR�D�OHDGHUVKLS�UROH�DQG�HQJDJHG�LW�LQ�PRUH

FRXQWULHV��DQG�IRU�ORQJHU�SHULRGV��WKDQ�HYHU�EHIRUH��)RU�LWV�SDUW��HYHQ�EHIRUH

WKH�GHEW�FULVLV�EURNH�LQ�PLG�O�����WKH�:RUOG�%DQN�KDG�EHFRPH�LQFUHDVLQJO\

FRQFHUQHG�ZLWK�VWDJQDWLRQ�RU�EDFNVOLGLQJ�LQ�PDQ\�RI�LWV�FOLHQW�FRXQWULHV��DQG

ZLWK�FRVWO\�SDWWHUQV�RI�LQIODWLRQ�LQ�VRPH��,Q�O����LW�LQWURGXFHG�D�QHZ�NLQG�RI

ORDQ�LQWHQGHG�WR�SURPRWH�EURDG�SROLF\�UHIRUPV�ZKLOH�SURYLGLQJ�IDVW�

GLVEXUVLQJ��QRQ��SURMHFW�VXSSRUW�IRU�JRYHUQPHQWV�IDFLQJ�FULVHV��,QLWLDOO\�D

PLQRU�SDUW�RI�WKH�%DQN
V�RSHUDWLRQV��E\�WKH�HQG�RI�WKH�O���V�DGMXVWPHQW�ORDQV

DFFRXQWHG�IRU�PRUH�WKDQ�D�TXDUWHU�RI�LWV�FRPPLWPHQWV�DQG�SUREDEO\�D

FRQVLGHUDEO\�ODUJHU�VKDUH�RI�LWV�DQDO\WLF�DQG�KLJKHU�OHYHO�PDQDJHPHQW

DWWHQWLRQ��)RUW\�WZR�FRXQWULHV�KDG�UHFHLYHG�RQH�RU�PRUH�DGMXVWPHQW�ORDQV�

7KLV�DUWLFOH�DUJXHV�WKDW�LQ�WKH�PLG�O���V��WKH�UROH�RI�WKH�:RUOG�%DQN��DQG�WR�D

PRUH�OLPLWHG�GHJUHH�WKDW�RI�WKH�,0)��LV�XQGHUJRLQJ�DV�SURIRXQG�D�VKLIW�DV�WKDW

ZKLFK�RFFXUUHG�LQ�WKH�HDUO\�O���V��,Q�WKH�O���V��ZLWKRXW�DEDQGRQLQJ�ROGHU



FRQFHUQV�ZLWK�LQYHVWPHQW�SURMHFWV�DQG�HFRQRPLF�OLEHUDOL]DWLRQ��WKH�:RUOG

%DQN�LV�EURDGHQLQJ�LWV�VXEVWDQWLYH�IRFXV��([FHSW�LQ�WKH�SRRUHVW�QDWLRQV��LW�ZLOO

ILQG�WKDW�LW�PXVW�PDNH�FRPSOHPHQWDU\�FKDQJHV�LQ�LWV�LQVWUXPHQWV�DQG�LWV

UHODWLRQV�ZLWK�FOLHQW�QDWLRQV��%RWK�IURP�FRQYLFWLRQ�DQG�IURP�QHFHVVLW\��WKH

%DQN�ZLOO�UHO\�OHVV�RQ�FRQGLWLRQDOLW\�DQG�PRUH�RQ�SHUVXDVLRQ�DQG�GLDORJXH��,W

ZLOO�LQWHUDFW�ZLWK�D�PXFK�ZLGHU�UDQJH�RI�JURXSV�DQG�RUJDQL]DWLRQV��,WV

LQIOXHQFH�ZLOO�QRW�QHFHVVDULO\�GHFUHDVH��LQGHHG��LW�FRXOG�EH�HQKDQFHG��%XW�LW

ZLOO�H[HUFLVH�LQIOXHQFH�WKURXJK�TXLWH�GLIIHUHQW�DSSURDFKHV��7R�D�OLPLWHG�H[WHQW�

WKH�,0)�ZLOO�DOVR�PRYH�LQ�VLPLODU�GLUHFWLRQV�

7ZR�VHWV�RI�IDFWRUV�GULYH�WKLV�HYROXWLRQ��7KH�LQWHUQDWLRQDO�FRQWH[W��LQFOXGLQJ

FDSLWDO�IORZV��SROLWLFDO�WUHQGV��DQG�LGHRORJLFDO�FXUUHQWV��KDV�FKDQJHG

GUDPDWLFDOO\�EHWZHHQ�WKH�HDUO\�O���V�DQG�WKH�PLG�O���V��7KHVH�FKDQJHV

SRZHUIXOO\�DIIHFW�WKH�UROHV�RI�WKH�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV��6HFRQG�

WKH�DJHQGDV�RI�PDQ\�ERUURZHU�QDWLRQV�DUH�DOVR�UDSLGO\�FKDQJLQJ��$V�LQLWLDO

UHIRUP�FKDOOHQJHV�DUH�PRUH�RU�OHVV�HIIHFWLYHO\�DGGUHVVHG��GLIIHUHQW�LVVXHV�WDNH

WRS�ELOOLQJ��7KH�UROHV�RI�WKH�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�PXVW�VKLIW�DV

WKHLU�FOLHQWV
�DJHQGDV�FKDQJH��7KH�QH[W�WZR�VHFWLRQV�H[DPLQH�HDFK�RI�WKHVH�VHWV

RI�IDFWRUV�LQ�WXUQ��7KH�ILQDO�VHFWLRQ�VNHWFKHV�WKH�LPSOLFDWLRQV�IRU�WKH

UHODWLRQVKLS�EHWZHHQ�WKH�%UHWWRQ�:RRGV�LQVWLWXWLRQV��HVSHFLDOO\�WKH�:RUOG

%DQN��DQG�WKHLU�FOLHQWV�
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)LYH�PDMRU�LQWHUQDWLRQDO�FKDQJHV�LQ�WKH�ODWH�O���V�DQG�HDUO\�O���V�DUH

IXQGDPHQWDOO\�UHPROGLQJ�DLG�UHODWLRQVKLSV�DQG�JRDOV��VKLIWV�LQ�WKH�YROXPH�DQG

FRPSRVLWLRQ�RI�SULYDWH�FDSLWDO�IORZV��HYROYLQJ�LQWHOOHFWXDO�DQG�LGHRORJLFDO

FXUUHQWV�UHJDUGLQJ�GHYHORSPHQW�VWUDWHJLHV�DQG�WKH�YHU\�FRQFHSW�RI

GHYHORSPHQW��WKH�HQG�RI�WKH�&ROG�:DU�DQG�WKH�HIIRUWV�RI�SRVW�&RPPXQLVW

QDWLRQV�WR�WUDQVIRUP�WKHLU�HFRQRPLHV��GZLQGOLQJ�VXSSRUW�LQ�ULFK�QDWLRQV�IRU

IRUHLJQ�DLG��DQG�WKH�JOREDO�ZDYH�RI�GHPRFUDWL]DWLRQ�

3ULYDWH�FDSLWDO�IORZV

7KH�GHEW�FULVLV�RI�WKH�O���V�WULJJHUHG�PDVVLYH�QHW�RXWIORZV�RI�SULYDWH�FDSLWDO

IURP�PXFK�RI�WKH�GHYHORSLQJ�ZRUOG��DQG�OHIW�PDQ\�FRXQWULHV�ODUJHO\

GHSHQGHQW�RQ�LQWHUQDWLRQDO�RU�ELODWHUDO�DLG��,Q�O�����ORDQV�DQG�JUDQWV�IURP

LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�DQG�ELODWHUDO�DLG�SURJUDPV�DFFRXQWHG�IRU

PRUH�WKDQ�KDOI�RI�DOO�FDSLWDO�IORZLQJ�WR�GHYHORSLQJ�QDWLRQV��+RZHYHU��SULYDWH

FDSLWDO�KDG�EHJXQ�WR�UHWXUQ�WR�VHOHFWHG�GHYHORSLQJ�FRXQWULHV�LQ�WKH�ODWH�O���V�

DQG�VXUJHG�LQ�WKH�HDUO\�O���V��%\�O�����SULYDWH�FDSLWDO�IORZV�SURYLGHG�WKUHH�

TXDUWHUV�RI�DOO�LQIORZV�WR�SRRU�DQG�QHZO\�LQGXVWULDOL]LQJ�FRXQWULHV��0RUHRYHU�

ZKLOH�SULYDWH�IORZV�KDG�EHHQ�GRPLQDWHG�E\�FRPPHUFLDO�EDQN�FUHGLWV�LQ�WKH

O���V��WKH�UHQHZHG�IORZV�LQ�WKH�HDUO\�O���V�ZHUH�ODUJHO\�SRUWIROLR�DQG�GLUHFW

LQYHVWPHQW��,Q�O����IRUHLJQ�GLUHFW�LQYHVWPHQW�DFFRXQWHG�IRU�����ELOOLRQ�RI�WKH



�����ELOOLRQ�WRWDO��7KH�VXUJH�VORZHG�LQ�O�����DQG�PD\�EH�GDPSHQHG�LQ�O����E\

WKH�0H[LFDQ�FULVLV�RI�ODWH�O����DQG�HDUO\�O����DQG�LWV�ULSSOH�HIIHFWV���EXW

FXUUHQW�SDWWHUQV�DUH�VWLOO�PXFK�OHVV�YRODWLOH�WKDQ�WKRVH�EHIRUH�WKH�GHEW�FULVLV�RI

WKH�O���V�

7KH�UHFHQW�FDSLWDO�IORZV��RI�FRXUVH��DUH�PDLQO\�FRQFHQWUDWHG�LQ�D�VPDOO

QXPEHU�RI�PLGGOH��LQFRPH�FRXQWULHV�LQ�$VLD�DQG�/DWLQ�$PHULFD��,Q�WKHVH�

FRQFHVVLRQDO�DLG�QRZ�SOD\V�D�IDLUO\�PLQRU�UROH��+RZHYHU��WKH�SRRUHVW

FRXQWULHV��HVSHFLDOO\�LQ�VXE�6DKDUDQ�$IULFD��FRQWLQXH�WR�GHSHQG�VXEVWDQWLDOO\

RQ�RIILFLDO�DLG�

$�UDGLFDOO\�DOWHUHG�LQWHOOHFWXDO�DQG�LGHRORJLFDO�FOLPDWH�

,GHRORJLHV�DQG�SUHYDLOLQJ�LGHDV�UHJDUGLQJ�GHYHORSPHQW�SROLF\�DQG�VWUDWHJ\

FKDQJHG�UDSLGO\�IURP�WKH�HDUO\�O���V�IRUZDUG��,Q�PRVW�RI�/DWLQ�$PHULFD�DQG

PXFK�RI�WKH�WKHQ�&RPPXQLVW�ZRUOG��WKH�O���V�ZHUH�D�SHULRG�RI�DJRQL]HG

GHEDWH�DQG�DUJXPHQW�UHJDUGLQJ�DSSURSULDWH�SROLFLHV�DQG�VWUDWHJLHV��%\�WKH

HDUO\�O���V��WKH�SDUDPHWHUV�RI�GHEDWH�KDG�QDUURZHG�JUHDWO\��7KH�EURDG

SULQFLSOHV�RI�RUWKRGR[�ILVFDO�DQG�PRQHWDU\�SROLF\�DQG�H[FKDQJH�UDWH

PDQDJHPHQW�ZHUH�ZLGHO\�DFFHSWHG�DV�FUXFLDO��WKRXJK�IDU�IURP�VXIILFLHQW��

UHTXLUHPHQWV�IRU�VXVWDLQDEOH�JURZWK��3XW�VOLJKWO\�GLIIHUHQWO\��QRW�RQO\�DPRQJ

WHFKQLFDO�VSHFLDOLVWV�EXW�DOVR�DPRQJ�PDQ\�SROLWLFLDQV�DQG�PXFK�RI�WKH�SXEOLF

LQ�PDQ\�FRXQWULHV��WKH�ULVNV�DQG�FRVWV�RI�LQIODWLRQ�DQG�RYHUYDOXHG�FXUUHQFLHV

ZHUH�PXFK�PRUH�FOHDUO\�UHFRJQL]HG�WKDQ�LQ�WKH�SDVW��,QZDUG�RULHQWHG�JURZWK

VWUDWHJLHV�ZHUH�LQFUHDVLQJO\�XQGHU�FKDOOHQJH�RU�GLVFDUGHG��GHEDWHV�DERXW

EURDG�SULQFLSOHV�ZHUH�UHSODFHG�E\�ELWWHU�VWUXJJOHV�RYHU�KRZ��DQG�KRZ�IDVW�WR

RSHQ�HFRQRPLHV��6LPLODUO\��WKH�JHQHUDO�SUHVFULSWLRQ�RI�JUHDWHU�UHOLDQFH�RQ

PDUNHW�PHFKDQLVPV��DQG�UHGXFWLRQ�LQ�GLUHFW�VWDWH�LQWHUYHQWLRQ��ZDV�ZLGHO\

DFFHSWHG��RSHQLQJ�WKH�ILHOG�WR�KRW�GHEDWH�RYHU�SUHFLVHO\�ZKHQ��KRZ��DQG�KRZ

IDU�WR�OLEHUDOL]H�

$�JUHDW�PDQ\�HYHQWV�DQG�IRUFHV�FRQWULEXWHG�WR�WKLV�DOWHUHG�LQWHOOHFWXDO�DQG

LGHRORJLFDO�FOLPDWH��$PRQJ�WKH�PRUH�REYLRXV�ZHUH�WKH�IDLOXUH�RI�DWWHPSWV�WR

VWDELOL]H�HFRQRPLHV�WKURXJK�KHWHURGR[�SURJUDPV��DV�LQ�%UD]LO��$UJHQWLQD��DQG

3HUX�LQ�WKH�PLG�O���V��RU��PRUH�FRPPRQO\��WKURXJK�KDOI�KHDUWHG�DQG�UDSLGO\

DEDQGRQHG�DXVWHULW\�SURJUDPV��WKH�WUDXPD�RI�K\SHULQIODWLRQ�LQ�D�QXPEHU�RI

FRXQWULHV��LQFOXGLQJ�%ROLYLD�DQG�$UJHQWLQD��DQG�PRUH�UHFHQWO\�LQ�VRPH�SRVW�

&RPPXQLVW�QDWLRQV���&KLOH
V�VXFFHVV�DQG�WKDW�RI�WKH�(DVW�$VLDQ��WLJHUV�

�.RUHD��7DLZDQ��6LQJDSRUH�DQG�+RQJ�NRQJ���DQG�RI�FRXUVH�WKH�FROODSVH�RI

&RPPXQLVP�LQ�(DVWHUQ�(XURSH�DQG�WKH�6RYLHW�8QLRQ��$�PRUH�PRGHUDWH

VWDQFH�DPRQJ�WKRVH�PRVW�DUGHQWO\�VXSSRUWLQJ�PDUNHW�VROXWLRQV�DOVR

FRQWULEXWHG�WR�LQFUHDVHG�FRQVHQVXV��:KLOH�PXFK�RI�WKH�UKHWRULF�IURP�WKH

:RUOG�%DQN�DQG�WKH�8�6��JRYHUQPHQW�LQ�WKH�PLG�O���V�VHHPHG�WR�HQGRUVH�WKH

LGHD�WKDW��WKDW�JRYHUQPHQW�LV�EHVW�ZKLFK�JRYHUQV�OHDVW���E\�WKH�PLG�O���V

:DVKLQJWRQ�FOHDUO\�UHFRJQL]HG�WKDW�D�ZHOO�IXQFWLRQLQJ�VRFLHW\����LQFOXGLQJ

ZHOO�IXQFWLRQLQJ�PDUNHWV����GHPDQGV�D�ZLGH�UDQJH�RI�HIIHFWLYH�SXEOLF�VHUYLFHV



DQG�UHJXODWLRQ�

,W�LV�HDV\�WR�H[DJJHUDWH�WKH�GHJUHH�RI�FRQVHQVXV�E\�WKH�PLG�O���V��7KH�QHZ

YLHZV�DUH�KLJKO\�FRQWURYHUVLDO�LQ�PDQ\�FRXQWULHV�LQFOXGLQJ�PXFK�RI�WKH

IRUPHU�6RYLHW�8QLRQ�DQG�PRVW�RI�VXE�6DKDUDQ�$IULFD��0RUHRYHU��HYHQ�ZKHUH

WKH�EURDG�SULQFLSOHV�DUH�ZLGHO\�DFFHSWHG��VWURQJ�YHVWHG�LQWHUHVWV�FRQWLQXH�WR

RSSRVH�FKDQJHV��DQG�WKH�GLIILFXOWLHV�RI�UHIRUP�FUHDWH�GRXEWV�DQG�GLVLOOXVLRQ�

&ORVHU�DQDO\VLV�RI�(DVW�$VLDQ�H[SHULHQFH�KDV�SURPSWHG�D�KDUG�ORRN�DW�IUHH

PDUNHWHHUV
�VWULFWXUHV�DJDLQVW�LQGXVWULDO�SROLF\��<HW�ZLWKRXW�TXHVWLRQ��WKH

LQWHOOHFWXDO�FOLPDWH�KDG�XQGHUJRQH�D�VHD�FKDQJH�LQ�ILIWHHQ�\HDUV��7KDW�VKLIW�LV

DOWHULQJ�WKH�IRFXV�RI�GLDORJXH�DQG�LQWHUDFWLRQ�EHWZHHQ�WKH�:RUOG�%DQN��DQG

WKH�LQWHUQDWLRQDO�GHYHORSPHQW�FRPPXQLW\�PRUH�JHQHUDOO\��DQG�LWV�ERUURZHUV�

:KLOH�WKH�SDUDPHWHUV�RI�GHEDWH�UHJDUGLQJ�GHYHORSPHQW�VWUDWHJ\�QDUURZHG�

WKH�FRQFHSW�RI�GHYHORSPHQW�LWVHOI�EURDGHQHG��7KH�HDUO\�O���V�VDZ�QHZ

HPSKDVLV�QRW�RQO\�RQ�JURZWK��EXW�RQ�WKRVH�SDWWHUQV�RI�JURZWK�WKDW�UHGXFH

SRYHUW\�PRVW�HIIHFWLYHO\��(QYLURQPHQWDO�SURWHFWLRQ�LV�QRZ�YLHZHG�DV

IXQGDPHQWDO�WR�VXVWDLQDEOH�GHYHORSPHQW��6LPLODUO\��PRUH�H[SOLFLW�DWWHQWLRQ�WR

WKH�QHHGV�DQG�UROHV�RI�ZRPHQ��YLHZHG�E\�PDQ\�DV�D��VSHFLDO�LQWHUHVW��RU�D

PDUJLQDO�FRQFHUQ�LQ�WKH�O���V���E\�WKH�HDUO\�O���V�ZDV�ZLGHO\�DFFHSWHG�DV�ERWK

D�JRDO�RI�DQG�D�PHDQV�WR�GHYHORSPHQW��%HWWHU�JRYHUQDQFH��SURWHFWLRQ�IRU�EDVLF

FLYLO�ULJKWV��SROLWLFDO�SDUWLFLSDWLRQ�DQG�HPSRZHUPHQW�RI�PDUJLQDO�JURXSV�DOVR

DUH�VHHQ�DV�LQH[WULFDEO\�UHODWHG�WR�WKHVH�RWKHU�HOHPHQWV��7KH�EURDGHQHG

FRQFHSW�RI�GHYHORSPHQW�GUDZV�JURZLQJ�VXSSRUW�QRW�RQO\�ZLWKLQ�LQGXVWULDOL]HG

GHPRFUDFLHV�EXW�DOVR�IURP�PDQ\�LQ�WKH�GHYHORSLQJ�DQG�SRVW�&RPPXQLVW

FRXQWULHV�

$JDLQ��VRPH�FDYHDWV�DUH�LQ�RUGHU��,QWHQVH�GLVDJUHHPHQWV�UHPDLQ��6RPH

FXOWXUHV��IRU�H[DPSOH��VLPSO\�UHMHFW�WKH�JRDO�RI�HTXDO�ULJKWV�IRU�ZRPHQ��2WKHU

GLVSXWHV�IRFXV�OHVV�RQ�JRDOV�WKDQ�RQ�SKDVLQJ�DQG�WUDGH�RIIV��,Q�PXFK�RI�(DVW

$VLD��IRU�LQVWDQFH��WKH�YLHZ�SUHYDLOV�WKDW�SROLWLFDO�GHPRFUDF\�FDQ�WDNH�URRW�DQG

IXQFWLRQ�SURSHUO\�RQO\�LQ�D�FRQWH[W�RI�KHDOWK\�HFRQRPLF�JURZWK��6LQFH

HFRQRPLF�JURZWK�GHSHQGV�RQ�SROLWLFDO�VWDELOLW\�DQG�HIILFLHQW�JRYHUQPHQW��WKLV

SHUVSHFWLYH�DUJXHV�WKDW�SROLWLFDO�OLEHUDOL]DWLRQ�VKRXOG�EH�LQWURGXFHG�RQO\

JUDGXDOO\�

'HVSLWH�WKHVH�FDYHDWV��WKH�GHYHORSPHQW�DJHQGD�RI�WKH�O���V�FOHDUO\

LQFRUSRUDWHV�D�PXFK�ZLGHU�UDQJH�RI�JRDOV�DQG�HOHPHQWV�WKDQ�KDG�EHHQ�WUXH�LQ

WKH�O���V�DQG�O���V��7KH�EURDGHU�DJHQGD�KDV�SRZHUIXOO\�DIIHFWHG�WKH�SURJUDPV

DQG�VWDIILQJ�RI�DLG�DJHQFLHV�LQ�JHQHUDO��YHU\�PXFK�LQFOXGLQJ�WKH�:RUOG�%DQN�

7KH�PRUH�HQFRPSDVVLQJ�FRQFHSW�RI�GHYHORSPHQW�LV�DOVR�FRQWULEXWLQJ�WR

FKDQJHV�LQ�WKH�:RUOG�%DQN
V�SDWWHUQ�RI�LQWHUDFWLRQ�ZLWK�ERUURZLQJ

JRYHUQPHQWV��LQ�ZD\V�GLVFXVVHG�LQ�WKH�ODVW�VHFWLRQ�RI�WKLV�SDSHU�

7KH�HQG�RI�WKH�&ROG�:DU



,Q�VRPH�UHVSHFWV�WKH�FROODSVH�RI�FRPPXQLVP�LQ�(DVWHUQ�(XURSH�DQG�WKH�6RYLHW

8QLRQ�DIIHFWHG�ELODWHUDO�DLG�SURJUDPV��DQG�HVSHFLDOO\�WKH�8�6��DLG�HIIRUW��PXFK

PRUH�SRZHUIXOO\�WKDQ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV��8�6��HFRQRPLF

DLG�KDG�ORQJ�EHHQ�VKDSHG�DQG�MXVWLILHG�LQ�ODUJH�SDUW�E\�&ROG�:DU�JRDOV��,Q

FRQWUDVW��:RUOG�%DQN�RSHUDWLRQV�ZHUH�RQO\�UDUHO\�LQIOXHQFHG�E\�GLUHFW�&ROG

:DU�SUHVVXUHV��,0)�SURJUDPV�VWLOO�OHVV�VR�

+RZHYHU��WKH�FROODSVH�RI�FRPPXQLVP�DOPRVW�RYHUQLJKW�FUHDWHG�D�VWDJJHULQJ

QHZ�VHW�RI�GHPDQGV�RQ�WKH�DLG�FRPPXQLW\�LQ�JHQHUDO�DQG�WKH�:RUOG�%DQN�DQG

WKH�,0)�LQ�SDUWLFXODU��'XULQJ�HLJKWHHQ�PRQWKV�LQ�O����DQG�O�����ILIWHHQ�QHZ

PHPEHUV�ZHUH�DGPLWWHG�WR�WKH�)XQG�DQG�%DQN��$OO�WKHVH��SOXV�VHYHUDO�LQ

(DVWHUQ�(XURSH�WKDW�ZHUH�PHPEHUV�EHIRUH�O����EXW�ZHUH�QRZ�IUHHG�WR�SXUVXH

UDGLFDOO\�FKDQJHG�SROLFLHV��XUJHQWO\�QHHGHG�DGYLFH�DQG�ILQDQFLDO�VXSSRUW�

7KH�FKDOOHQJHV�RI�SRVW�FRPPXQLVW�WUDQVIRUPDWLRQ�DUH�KLVWRULFDOO\

XQSUHFHGHQWHG��WKHUH�LV�QR�EOXHSULQW�RU�PRGHO�IRU�KRZ�WR�FRQYHUW�FHQWUDOO\

SODQQHG�HFRQRPLHV��LQ�PDQ\�FDVHV�VWDJQDWLQJ�RU�LQ�GHFOLQH��LQWR�PRUH�RSHQ�

PDUNHW�RULHQWHG�V\VWHPV��7KH�,0)�UHVSRQGHG�E\�HVWDEOLVKLQJ��LQ�$SULO�O�����D

QHZ�DQG�WHPSRUDU\�6\VWHPLF�7UDQVIRUPDWLRQ�)DFLOLW\��WR�SURYLGH�ORDQV�ZLWK

OHVV�VWULQJHQW�SROLF\�UHTXLUHPHQWV�DQG�VRPHZKDW�HDVLHU�UHSD\PHQW�WHUPV�WKDQ

FRQYHQWLRQDO�)XQG�SURJUDPV��GXULQJ�WKH�HDUOLHVW�DQG�PRVW�FKDRWLF�SHULRG�RI

WUDQVIRUPDWLRQ��%H\RQG�WKHVH�LQLWLDO�FUHGLWV��WKH�)XQG�KDV�DOVR�EHHQ�IOH[LEOH�LQ

LWV�UHJXODU�VWDQGE\�RSHUDWLRQV��DV�GHPRQVWUDWHG�PRVW�GUDPDWLFDOO\�LQ�WKH�6'5

����ELOOLRQ�FUHGLW�WR�5XVVLD�LQ�$SULO�O�������D�FOHDU�JDPEOH�RQ�WKH�FDSDFLW\�RI

WKH�EHOHDJXHUHG�JRYHUQPHQW�WR�OLYH�XS�WR�WKH�WHUPV�RI�LWV�VWDELOL]DWLRQ

DJUHHPHQW�ZLWK�WKH�)XQG��:KLOH�WKH�,0)�FRQFHQWUDWHV�RQ�PDFUR�HFRQRPLF

VWDELOL]DWLRQ��WKH�:RUOG�%DQN�LV�PXFK�PRUH�LQWLPDWHO\�LQYROYHG�LQ�WU\LQJ�WR

FUHDWH�RU�UH�RULHQW�D�ZLGH�DUUD\�RI�LQVWLWXWLRQV��DW�SURYLQFLDO�DQG�ORFDO�DV�ZHOO

DV�QDWLRQDO�OHYHOV��VR�DV�WR�VXSSRUW�PRUH�PDUNHW�GULYHQ�HFRQRPLHV�

1RW�RQO\�PXVW�WKH�%DQN�LQYHQW�QHZ�DQVZHUV�WR�QHZ�TXHVWLRQV��EXW�LW�PXVW�DOVR

GHDO��LQ�PDQ\�FDVHV��ZLWK�JRYHUQPHQWV�DQG�SROLWLFDO�V\VWHPV�LQ�UDSLG�DQG

FKDRWLF�IOX[�

7KH�FKDQJLQJ�SROLWLFDO�FRQWH[W�RI�IRUHLJQ�DLG�LQ�ZHDOWK\�QDWLRQV

,URQLFDOO\��DW�WKH�VDPH�WLPH�WKDW�EURDGHU�FRQFHSWV�RI�GHYHORSPHQW�DQG�SRVW�

FRPPXQLVW�WUDQVIRUPDWLRQ�DUH�SRVLQJ�LPPHQVH�FKDOOHQJHV�WR�DLG�DJHQFLHV�

VXSSRUW�LQ�ZHDOWK\�QDWLRQV�IRU�DLG�LQ�JHQHUDO�DQG�IRU�WKH�:RUOG�%DQN�LQ

SDUWLFXODU�LV�UDSLGO\�HURGLQJ��7ZR�VHWV�RI�IDFWRUV�IHHG�WKLV�WUHQG�

)LUVW��LQ�WKH�8QLWHG�6WDWHV�DQG�WR�VRPH�H[WHQW�LQ�RWKHU�LQGXVWULDO�GHPRFUDFLHV�

WKH�HQG�RI�WKH�&ROG�:DU�KDV�UHPRYHG�WKH�FHQWUDO�SULQFLSOH�JXLGLQJ�IRUHLJQ

SROLF\�IRU�DOPRVW�ILIW\�\HDUV��DQG�WULJJHUHG�JUHDW�XQFHUWDLQW\�DQG�ZLGHVSUHDG

LQGLIIHUHQFH�WR�IRUHLJQ�DIIDLUV�LQ�JHQHUDO��,Q�VRPH�RWKHU��PDLQO\�VPDOOHU

GHYHORSHG�GHPRFUDFLHV��VXFK�DV�WKH�1HWKHUODQGV�DQG�WKH�6FDQGLQDYLDQ



FRXQWULHV��LQWHUHVW�LQ�SRRUHU�QDWLRQV�ZDV�GULYHQ�PRUH�E\�KXPDQLWDULDQ�WKDQ

VHFXULW\�FRQFHUQV��DQG�LV�OHVV�DIIHFWHG�E\�WKH�HQG�RI�WKH�&ROG�:DU��9LUWXDOO\

HYHU\ZKHUH�LQ�WKH�LQGXVWULDOL]HG�ZRUOG��KRZHYHU��FKURQLF�ILVFDO�SUREOHPV�DQG

LQFUHDVLQJO\�XUJHQW�GRPHVWLF�LVVXHV�DUH�FODLPLQJ�D�JURZLQJ�VKDUH�RI�DWWHQWLRQ�

,Q�WKH�8QLWHG�6WDWHV��WKH�UHVXOW�LV�WKH�YLUWXDO�GLVDSSHDUDQFH�RI�VXSSRUW�IRU

IRUHLJQ�DLG�

:KLOH�LQWHUHVW�LQ�IRUHLJQ�DIIDLUV�LQ�JHQHUDO�DQG�IRUHLJQ�DLG�LQ�SDUWLFXODU�KDV

GZLQGOHG��VLQFH�O����QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV�GHHSO\�FRQFHUQHG�DERXW

WKH�HQYLURQPHQW��SRYHUW\��DQG�KXPDQ�ULJKWV�LQ�SRRUHU�QDWLRQV�KDYH

PXOWLSOLHG��6LQFH�WKH�PLG�O���V�PDQ\�RI�WKHVH�RUJDQL]DWLRQV�KDYH�GLUHFWHG

PXFK�RI�WKHLU�DWWHQWLRQ�WR�WKH�SROLFLHV�DQG�SURMHFWV�RI�WKH�:RUOG�%DQN�

(QYLURQPHQWDO�JURXSV�FULWLFDO�RI�GDPV��URDGV��DQG�RWKHU�SURMHFWV�VSRQVRUHG

E\�WKH�%DQN�KDYH�EHHQ�MRLQHG�E\�PRUH�WUDGLWLRQDO�FKXUFK�DQG�RWKHU�FKDULWDEOH

RUJDQL]DWLRQV�FRQFHUQHG�E\�WKH�VXIIHULQJ�UHVXOWLQJ�IURP�WKH�GHEW�FULVLV�DQG

HFRQRPLF�UH�VWUXFWXULQJ��7KHVH�FULWLFLVPV�URVH�WR�D�FUHVFHQGR�LQ�O�����RQ�WKH

RFFDVLRQ�RI�WKH�%DQN
V�ILIWLHWK�DQQLYHUVDU\��ZKHQ�PDQ\�RI�WKH�1*2V�MRLQHG

WRJHWKHU�WR�VXSSRUW�D�IRFXVVHG�SXEOLF�UHODWLRQV�FDPSDLJQ�GLUHFWHG�DJDLQVW�WKH

%DQN�

7RJHWKHU��WKHVH�WZR�WUHQGV�KDYH�UDGLFDOO\�DOWHUHG�WKH�SROLWLFDO�FOLPDWH�ZLWKLQ

ZKLFK�WKH�:RUOG�%DQN�DQG�WKH�,0)�RSHUDWH��,Q�WKH�O���V��WKH\�ZHUH

WHFKQRFUDWLF�LQVWLWXWLRQV�RSHUDWLQJ�ZLWK�RQO\�RFFDVLRQDO�SXEOLFLW\��DQG

LQWHUDFWLQJ�ZLWK�VHOHFWHG�RIILFLDOV�LQ�WKH�JRYHUQPHQWV�RI�ERWK�ERUURZLQJ�DQG

ZHDOWK\�PHPEHU�QDWLRQV��)RU�WKH�PRVW�SDUW��ERWK�LQVWLWXWLRQV�ZHUH�KLJKO\

UHVSHFWHG�LQ�WKH�VSHFLDOL]HG�FLUFOHV�DZDUH�RI�WKHLU�H[LVWHQFH��,Q�O�����ERWK

DJHQFLHV��HVSHFLDOO\�WKH�:RUOG�%DQN��DUH�H[SRVHG�WR�FORVH�VFUXWLQ\�IURP

1*2V��WKH�PHGLD��DQG�RFFDVLRQDOO\�WKH�OHJLVODWXUHV�RI�PDMRU�PHPEHU

JRYHUQPHQWV��7KH\�DUH�XQGHU�JURZLQJ�SUHVVXUH�WR�DOWHU�WKH�SURFHVV�WKURXJK

ZKLFK�WKH\�SODQ�DQG�LPSOHPHQW�WKHLU�SURJUDPV��WR�PDNH�WKHP�PRUH

WUDQVSDUHQW�DQG�DFFHVVLEOH��WR�LQFUHDVH�WKH�VFRSH�RI�WKHLU�SURJUDPV�WR�DGGUHVV

WKH�EURDGHU�FRQFHSW�RI�GHYHORSPHQW��DQG�WR�WLJKWHQ�WKHLU�DGPLQLVWUDWLRQ�WR

UHGXFH�FRVWV�LQ�D�WLPH�RI�ILVFDO�VWULQJHQF\�IRU�DOO�PHPEHUV��'HVSLWH

FRQVLGHUDEOH�FKDQJHV�E\�WKH�%DQN�LQ�WKHVH�GLUHFWLRQV��GHHS�VNHSWLFLVP�UHPDLQV

DERXW�WKH�:RUOG�%DQN��HVSHFLDOO\�DPRQJ�WKH�8�6��SXEOLF�DQG�LQ�WKH�8�6�

&RQJUHVV��$V�RI�VSULQJ�O����WKHUH�LV�VHULRXV�TXHVWLRQ�ZKHWKHU�WKH�8QLWHG�6WDWHV

ZLOO�VXSSRUW�WKH�HOHYHQWK�UHSOHQLVKPHQW�RI�WKH�,QWHUQDWLRQDO�'HYHORSPHQW

$VVRFLDWLRQ��,'$��WKH�VRIW�ORDQ�ZLQGRZ�RI�WKH�:RUOG�%DQN��ZKLFK�SURYLGHV

YLUWXDOO\�LQWHUHVW�IUHH��ORQJ�WHUP�ORDQV�WR�WKH�SRRUHVW�FRXQWULHV���6HYHUDO�RWKHU

ZHDOWK\�PHPEHU�JRYHUQPHQWV�KDYH�LQGLFDWHG�WKDW�WKH\�ZLOO�DOVR�FXW�VXSSRUW

IRU�,'$�LI�WKH�8QLWHG�6WDWHV�GRHV�VR�

7KH�JOREDO�ZDYH�RI�GHPRFUDWL]DWLRQ

7KH�ILIWK�PDMRU�WUHQG�LQ�WKH�LQWHUQDWLRQDO�FRQWH[W�UHVKDSLQJ�DLG�UHODWLRQVKLSV

LV�ZLGHVSUHDG�GHPRFUDWL]DWLRQ��SDUWLFXODUO\�LQ�/DWLQ�$PHULFD�DQG�(DVWHUQ



(XURSH��'HPRFUDWL]DWLRQ�EULQJV�WKUHH�PDMRU�FKDQJHV�WR�UHODWLRQV�EHWZHHQ�DLG

GRQRUV�DQG�WKHLU�FOLHQWV��)LUVW��DOO�DLG�FKDQQHOHG�WKURXJK�JRYHUQPHQWV��UDWKHU

WKDQ�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV���EXW�DERYH�DOO�DLG�WKDW�LV�OLQNHG�WR

SROLF\�UHIRUPV��PXVW�WDNH�LQWR�DFFRXQW�QRW�RQO\�WKH�SUHIHUHQFHV�DQG�FDSDFLWLHV

RI�WKH�H[HFXWLYH�EUDQFK��EXW�DOVR�WKRVH�RI�OHJLVODWXUHV��SDUWLHV�DQG�SUHVVXUH

JURXSV��7KH�GLDORJXH�DQG�SHUVXDVLRQ�OHDGLQJ�WR�SROLF\�UHIRUPV�PXVW�UHDFK�RXW

WR�D�IDU�EURDGHU�DUUD\�RI�JURXSV�DQG�RUJDQL]DWLRQV��ERWK�ZLWKLQ�DQG�EH\RQG

RIILFLDO�FLUFOHV�

6HFRQG��LQ�PDQ\�FDVHV�GHPRFUDWL]DWLRQ�VSXUV�GHFHQWUDOL]DWLRQ��,Q�3RODQG��IRU

LQVWDQFH��D�ZLGH�UDQJH�RI�IXQFWLRQV�KDYH�EHHQ�DVVLJQHG�WR�WKH�QHZO\

DXWRQRPRXV�DQG�UHSUHVHQWDWLYH�PXQLFLSDO�JRYHUQPHQWV��$UJHQWLQD��%UD]LO�

3HUX��9HQH]XHOD��DQG�RWKHU�/DWLQ�$PHULFDQ�FRXQWULHV�KDYH�DOVR�VKLIWHG

VXEVWDQWLDO�UHVSRQVLELOLWLHV��VRPHWLPHV��EXW�QRW�DOZD\V��DFFRPSDQLHG�E\

LQFUHDVHG�FODLPV�RQ�UHYHQXHV��WR�VWDWH�DQG�ORFDO�JRYHUQPHQWV��$LG�DJHQFLHV

VHHNLQJ�WR�VXSSRUW�GHFHQWUDOL]HG�SURJUDPV�ILQG�WKHPVHOYHV�GHDOLQJ�ZLWK

VHYHUDO�OD\HUV�RI�JRYHUQPHQW��LQFOXGLQJ�PDQ\�VWDWH�RU�ORFDO�XQLWV��HDFK�OD\HU

DQG�HDFK�XQLW�ZLWK�LWV�RZQ�XQLTXH�FRPELQDWLRQV�RI�FRPPLWPHQW�DQG�FDSDFLW\

RU�ODFN�WKHUHRI�

'HPRFUDWL]DWLRQ��DQG�SROLWLFDO�OLEHUDOL]DWLRQ�LQ�FRXQWULHV�QRW�\HW�GHPRFUDWLF�

DIIHFWV�DLG�LQ�D�WKLUG�ZD\��LW�HQFRXUDJHV�WKH�JURZWK�RI�D�ZLGH�DUUD\�RI�ORFDO

DQG�QDWLRQDO�YROXQWDU\�DQG�FLYLF�RUJDQL]DWLRQV��,Q�PDQ\�SRRUHU�FRXQWULHV�

VXFK�RUJDQL]DWLRQV�KDYH�VSUHDG�UDSLGO\�LQ�WKH�SDVW�ILIWHHQ�RU�WZHQW\�\HDUV��LQ

PXFK�RI�WKH�SRVW�&RPPXQLVW�ZRUOG�WKH\�KDYH�PXVKURRPHG�VLQFH�O�����/RFDO

1*2V�DUH�LPSRUWDQW�SRWHQWLDO�FKDQQHOV�IRU�FHUWDLQ�NLQGV�RI�DLG��)RU�LQVWDQFH�

LQ�PDQ\�/DWLQ�$PHULFDQ�FRXQWULHV�6RFLDO�,QYHVWPHQW�)XQGV�KDYH�EHHQ

HVWDEOLVKHG��RIWHQ�IXQGHG�E\�D�FRQVRUWLXP�RI�GRQRUV��WR�FKDQQHO�VPDOO�VXPV

TXLFNO\�DQG�ZLWK�D�PLQLPXP�RI�UHG�WDSH�WR�ORFDO�RUJDQL]DWLRQV�IRU�SURMHFWV

WKDW�ZLOO�SURYLGH�HPSOR\PHQW��LQIUDVWUXFWXUH��DQG�VRFLDO�VHUYLFHV��$W�WKH�VDPH

WLPH��PDQ\�ORFDO��DV�ZHOO�DV�QRUWKHUQ��1*2V�DUH�VKDUS�FULWLFV�RI�DVSHFWV�RI

IRUHLJQ�DLG��RIWHQ�SDUWLFXODUO\�RI�WKH�:RUOG�%DQN�

7+(�&+$1*,1*�5()250�$*(1'$

:KLOH�WKH�LQWHUQDWLRQDO�FRQWH[W�KDV�EHHQ�FKDQJLQJ��WKH�UHIRUP�DJHQGD�LWVHOI

KDV�DOVR�HYROYHG�LQ�PDQ\�GHYHORSLQJ�DQG�SRVW�&RPPXQLVW�QDWLRQV��%\�WKH

PLG�O���V��PDQ\�FRXQWULHV�KDG�PRYHG�EH\RQG�WKH�LQLWLDO�VWDJH�RI�HFRQRPLF

UHIRUP�WR�ODWHU��PRUH�FRPSOH[�DQG�GLIIXVH�SKDVHV��7KH�LQWHUQDWLRQDO�ILQDQFLDO

LQVWLWXWLRQV��DQG�H[WHUQDO�DLG�DJHQFLHV�PRUH�JHQHUDOO\��KDYH�GLIIHUHQW�UROHV�WR

SOD\�LQ�WKHVH�ODWHU�VWDJHV�RI�UHIRUP�

&RPSRQHQWV�DQG�SKDVHV�RI�HFRQRPLF�UHIRUP

,Q�FRXQWULHV�VHHNLQJ�WR�PRYH�IURP�VXEVWDQWLDO�RU�WRWDO�JRYHUQPHQW�FRQWURO�RI

WKH�HFRQRP\�WR�PRUH�RSHQ��PDUNHW�RULHQWHG�V\VWHPV��UHIRUP�XVXDOO\�LQFOXGHV



WKUHH�EURDG�FRPSRQHQWV��2IWHQ�KLJK�LQIODWLRQ��RU��LQ�SRVW�&RPPXQLVW

FRXQWULHV��UHSUHVVHG�LQIODWLRQ�LQ�WKH�IRUP�RI�ZLGHVSUHDG�VKRUWDJHV�

DFFRPSDQLHV�EDODQFH�RI�SD\PHQWV�FULVHV��,Q�WKHVH�FDVHV�VWDELOL]DWLRQ�LV�FUXFLDO�

DQG�LV�QRUPDOO\�WDFNOHG�LQ�WKH�LQLWLDO�SKDVH�RI�UHIRUPV��,Q�PRVW�FDVHV�HIIHFWLYH

VWDELOL]DWLRQ�UHTXLUHV�VKDUSO\�FXWWLQJ�SURGXFHU�DQG�FRQVXPHU�VXEVLGLHV��7KH

GLIILFXOW\�RI�FXUWDLOLQJ�VXEVLGLHV�WR�ODUJH�VWDWH�HQWHUSULVHV�KDV�EHHQ�WKH�PDMRU

VWXPEOLQJ�EORFN�WR�VWDELOL]DWLRQ�LQ�5XVVLD�DQG�VHYHUDO�RWKHU�VXFFHVVRU�VWDWHV�RI

WKH�IRUPHU�6RYLHW�8QLRQ�

7KH�VHFRQG�EURDG�FRPSRQHQW�RI�UHIRUP�LV�OLEHUDOL]DWLRQ��GLVPDQWOLQJ�RU

UDGLFDOO\�WULPPLQJ�JRYHUQPHQW�FRQWUROV�RQ�SULFHV��LQFOXGLQJ�LQWHUHVW�DQG

IRUHLJQ�H[FKDQJH�UDWHV���LQWHUQDO�DQG�H[WHUQDO�WUDGH��DQG�LQYHVWPHQW��7KH

WKLUG�FRPSRQHQW�LV�LQVWLWXWLRQDO�DQG�VWUXFWXUDO�UHIRUP��7KLV�FRYHUV�D�ZLGH

SDQRSO\�RI�PHDVXUHV�QHHGHG�WR�HQFRXUDJH�D�YLJRURXV�DQG�HIILFLHQW�SULYDWH

VHFWRU��LQFOXGLQJ�SULYDWL]DWLRQ��UDGLFDO�UHVWUXFWXULQJ��RU�GLVPDQWOLQJ�RI�PRVW

VWDWH�UXQ�HQWHUSULVHV��UHVWUXFWXULQJ�RI�WKH�ILQDQFLDO�VHFWRU��UHRUJDQL]DWLRQ�RI

ODERU�UHODWLRQV��FUHDWLRQ�RU�VWUHQJWKHQLQJ�RI�EDQNUXSWF\�ODZV�DQG

HQIRUFHPHQW�FDSDFLW\��DQG�D�EDVLF�RYHUKDXO�RI�VRFLDO�VHFXULW\�DQG�WUDQVIHU

V\VWHPV��,QFOXGHG�LQ�WKLV�WKLUG�FRPSRQHQW����RU��LI�RQH�SUHIHUV��D�FUXFLDO

FRPSOHPHQWDU\�IRXUWK�FRPSRQHQW����LV�WKH�UHIRUP�DQG�UH��LQYLJRUDWLRQ�RI

HVVHQWLDO�QDWLRQDO�DQG�ORFDO�SXEOLF�VHFWRU�IXQFWLRQV��RIWHQ�JULHYRXVO\�HURGHG�E\

\HDUV�RU�GHFDGHV�RI�ILVFDO�GLIILFXOWLHV�DQG�GHPRUDOL]DWLRQ�

7KHVH�EURDG�FRPSRQHQWV�RI�UHIRUP����VWDELOL]DWLRQ��OLEHUDOL]DWLRQ��PDUNHW�

RULHQWHG�LQVWLWXWLRQDO�UHIRUP�DQG�UHKDELOLWDWLRQ�RI��FRQVLGHUDEO\�SUXQHG�

JRYHUQPHQWDO�IXQFWLRQV����RSHUDWH�RQ�GLIIHUHQW�WLPHWDEOHV�DQG�SRVH�GLIIHUHQW

FKDOOHQJHV�

$V�QRWHG��VWDELOL]DWLRQ�QRUPDOO\�FRPHV�ILUVW��EHFDXVH�VR�PDQ\�RWKHU�PHDVXUHV

DUH�LQHIIHFWLYH�LQ�LWV�DEVHQFH��:HOO�PDQDJHG�VWDELOL]DWLRQ�FDQ�KDYH

GUDPDWLFDOO\�UDSLG�UHVXOWV��DV�LQ�%ROLYLD�LQ�O�����3RODQG�LQ�O��������RU

$UJHQWLQD�LQ�$SULO�O�����DIWHU�WZR�VKRUW�OLYHG�HDUOLHU�HIIRUWV�XQGHU�3UHVLGHQW

0HQHP���+RZHYHU��WKH�QHHG�IRU�WLJKW�EXGJHW�FRQVWUDLQW�H[WHQGV�IDU�ORQJHU���

XQWLO�JURZWK�DQG�ULVLQJ�UHYHQXHV�SURYLGH�UHOLHI�

6RPH�PDMRU�OLEHUDOL]DWLRQ�PHDVXUHV�RIWHQ�DFFRPSDQ\�VWDELOL]DWLRQ��HVSHFLDOO\

LQ�(DVWHUQ�(XURSH��%XW�RWKHU�DVSHFWV�RI�OLEHUDOL]DWLRQ��LQFOXGLQJ�ODERU�PDUNHW

UHIRUPV��DUH�OLNHO\�WR�EH�GHOD\HG�FRQVLGHUDEO\��,QVWLWXWLRQDO�DQG�VWUXFWXUDO

UHIRUPV�DUH�IDU�PRUH�FRPSOH[�DQG�YDULHG��DQG�H[WHQG�RYHU�PDQ\�\HDUV�

,QVWLWXWLRQDO�UHIRUPV�DUH�FUXFLDO�QRW�RQO\�WR�GHHSHQ�DQG�EURDGHQ�HFRQRPLF

WUDQVIRUPDWLRQ��EXW�DOVR�WR�ORFN�LQ�JDLQV�IURP�VWDELOL]DWLRQ�DQG�OLEHUDOL]DWLRQ�

)RU�H[DPSOH��LPSURYHG�WD[�DGPLQLVWUDWLRQ�DQG�FKDQJHV�LQ�WKH�WD[�VWUXFWXUH�

DQG�SULYDWL]DWLRQ�RU�UDGLFDO�UHVWUXFWXULQJ�RI�SXEOLF�HQWHUSULVHV��DUH

LPSHUDWLYH�WR�FRQVROLGDWH�KDUG�ZRQ�ILVFDO�EDODQFH�

,Q�PXFK�RI�/DWLQ�$PHULFD�DQG�(DVWHUQ�(XURSH��E\�O����VWDELOL]DWLRQ�ZDV�D



IDFW��WKRXJK�VRPHZKDW�SUHFDULRXV�LQ�PDQ\�FDVHV��,Q�/DWLQ�$PHULFD��LQIODWLRQ

UDWHV�ZHUH�IDU�ORZHU�LQ�O����WKDQ�LQ�O�����EHORZ�����D�\HDU�LQ�PDQ\�FDVHV��,Q

(DVWHUQ�(XURSH��WKH�&]HFK�5HSXEOLF��WKH�6ORYDN�5HSXEOLF��3RODQG��+XQJDU\

DQG�HYHQ�$OEDQLD�KDG�HIIHFWLYHO\�VWDELOL]HG�WKHLU�HFRQRPLHV�DFFRUGLQJ�WR�O���

SURMHFWLRQV��WKRXJK�SULFH�OHYHOV�ZHUH�H[SHFWHG�WR�ULVH�URXJKO\�����LQ

+XQJDU\�DQG�����LQ�3RODQG��%XOJDULD�DQG�5RPDQLD�KDG�PDGH�VRPH

SURJUHVV��WKRXJK�LQIODWLRQ�VWLOO�ZDV�UXQQLQJ�DW����DQG�����UHVSHFWLYHO\��0DQ\

$VLDQ�FRXQWULHV�KDG�ORQJ�SXUVXHG�FRPSDUDWLYHO\�FDXWLRXV�ILVFDO�DQG�PRQHWDU\

SROLFLHV��,Q�FRQWUDVW��VHYHUDO�RI�WKH�VXFFHVVRU�VWDWHV�RI�WKH�IRUPHU�6RYLHW�8QLRQ

VWLOO�KDG�QRW�VXFFHVVIXOO\�VWDELOL]HG�0DQ\�/DWLQ�$PHULFDQ�DQG�(DVW�(XURSHDQ

FRXQWULHV�KDG�DOVR�PDGH�FRQVLGHUDEOH�SURJUHVV�LQ�GLVPDQWOLQJ�H[WHQVLYH

FRQWUROV�DQG�RSHQLQJ�WKHLU�HFRQRPLHV��,Q�/DWLQ�$PHULFD��PDQ\�FRXQWULHV�KDG

VKDUSO\�UHGXFHG�RU�HOLPLQDWHG�TXDQWLWDWLYH�WUDGH�UHVWULFWLRQV�DQG�ZHUH

JUDGXDOO\�UHGXFLQJ�WDULIIV��0RVW�(DVW�(XURSHDQ�FRXQWULHV�KDG�GLVPDQWOHG�DOO

EXW�D�IHZ�SULFH�FRQWUROV��UHPRYHG�PRVW�WUDGH�TXRWDV��HOLPLQDWHG�DOPRVW�DOO

GLUHFW�JRYHUQPHQW�LQYROYHPHQW�LQ�IRUHLJQ�WUDGH��DQG�HVWDEOLVKHG�YLUWXDOO\�IXOO

FXUUHQW�DFFRXQW�FRQYHUWLELOLW\�DW�D�XQLILHG�H[FKDQJH�

,Q�/DWLQ�$PHULFD�DQG�(DVWHUQ�(XURSH��DV�ZHOO�DV�VRPH�RWKHU�FRXQWULHV

HOVHZKHUH��E\�O����WKH�DJHQGD�KDG�ODUJHO\�VKLIWHG�IURP�VWDELOL]DWLRQ�DQG

OLEHUDOL]DWLRQ�WR�D�IRUPLGDEOH�DUUD\�RI�LQVWLWXWLRQDO�UHIRUPV��/DERU�PDUNHW

GHUHJXODWLRQ�ODJJHG�EHKLQG�RWKHU�DVSHFWV�RI�OLEHUDOL]DWLRQ��RQO\�&KLOH�DQG

&RORPELD�KDG�VHULRXVO\�DGGUHVVHG�WKH�LVVXH�LQ�/DWLQ�$PHULFD��ZKLOH�QRQH�RI

WKH�(DVW�(XURSHDQ�FRXQWULHV�KDG�PDGH�PRUH�WKDQ�PLQRU�FKDQJHV��DQG�LQGHHG

PRVW�UHWDLQHG�SDUWLDO�FRQWUROV�RQ�ZDJHV��WR�KHOS�OLPLW�LQIODWLRQ���3ULYDWL]DWLRQ

DQG�ILQDQFLDO�VHFWRU�UHIRUPV�DUH�PRUH�VTXDUHO\�LQ�WKH�VWUXFWXUDO�DQG

LQVWLWXWLRQDO�UHIRUP�FDWHJRULHV��/DWLQ�$PHULFDQ�FRXQWULHV�YDULHG�ZLGHO\�LQ�WKH

H[WHQW�WR�ZKLFK�WKH\�KDG�PDGH�SURJUHVV�RQ�WKHVH�LVVXHV��,Q�(DVWHUQ�(XURSH��DOO

FRXQWULHV�KDG�FDUULHG�RXW�FRPSUHKHQVLYH�SULYDWL]DWLRQ�RI�VPDOO�HQWHUSULVHV�

EXW�SULYDWL]DWLRQ�RI�ODUJH�VWDWH�HQWHUSULVHV�DQG�UHVROXWLRQ�RI�FRUSRUDWH

JRYHUQDQFH�LVVXHV�ZDV�SDLQIXOO\�VORZ�LQ�PRVW�FRXQWULHV��)LQDQFLDO�VHFWRU

UHIRUPV�ZHUH�PDNLQJ�VXEVWDQWLDO�SURJUHVV�LQ�WKH�&HQWUDO�(XURSHDQ�FRXQWULHV�

EXW�ZHUH�VORZHU�LQ�WKH�%DONDQV��7KURXJKRXW�WKH�GHYHORSLQJ�DQG�SRVW�

&RPPXQLVW�ZRUOGV��WKH�LQWHQVHO\�FRQWURYHUVLDO�FKDOOHQJH�RI�UH�GHVLJQLQJ�VRFLDO

SURJUDPV�UHPDLQHG�YLUWXDOO\�XQWRXFKHG�

7KH�FKDQJLQJ�SROLWLFV�RI�ODWHU�SKDVH�UHIRUPV

7KH�SROLWLFDO�DQG�DGPLQLVWUDWLYH�FKDUDFWHULVWLFV�RI�LQLWLDO�UHIRUPV�GLIIHU�LQ

FUXFLDO�UHVSHFWV�IURP�WKRVH�RI�ODWHU�PHDVXUHV��6WDELOL]DWLRQ�SURJUDPV�DUH

JHQHUDOO\�SODQQHG�E\�D�VPDOO�FLUFOH�ZLWKLQ�WKH�H[HFXWLYH�EUDQFK�RI

JRYHUQPHQW��7KHVH�RIILFLDOV�ZRUN�LQ�FRQVLGHUDEOH�VHFUHF\��VLQFH�DGYDQFH

NQRZOHGJH�RI�WKH�WLPLQJ�DQG�SUHFLVH�GHVLJQ�RI�WKH�PHDVXUHV�HQFRXUDJHV

VSHFXODWLRQ�DQG�FDQ�HYHQ�GHIHDW�WKH�SXUSRVH�RI�WKH�HIIRUW��:LWK�WKH�DSSURYDO

RI�WRS�OHYHO�SROLWLFDO�DXWKRULWLHV��WKH�VDPH�VPDOO�FLUFOH�RI�KLJK�OHYHO�HFRQRPLF



RIILFLDOV�FDQ�SXW�LQWR�HIIHFW�PRVW�RI�WKH�NH\�PHDVXUHV��:KHUH�OHJLVODWLYH

DSSURYDO�LV�UHTXLUHG��WKH�PHDVXUHV�DUH�RIWHQ�SXVKHG�WKURXJK�ZLWK�OLWWOH

GHEDWH��LQ�D�FULVLV�DWPRVSKHUH��6RPH�PDMRU�VWHSV�WRZDUG�OLEHUDOL]DWLRQ�

LQFOXGLQJ�UHPRYDO�RI�PDQ\�SULFH�FRQWUROV�DQG�VRPH�WUDGH�EDUULHUV��FDQ�DOVR�EH

GHWHUPLQHG�DQG�HQDFWHG�TXLFNO\�E\�D�UDWKHU�VPDOO�FLUFOH�

,Q�FRQWUDVW��WKH�GHVLJQ�DQG�HVSHFLDOO\�WKH�LPSOHPHQWDWLRQ�RI�PDMRU

LQVWLWXWLRQDO�UHIRUPV�UHTXLUH�WKH�DFWLYH�HQJDJHPHQW�RI�D�JUHDW�PDQ\�SHRSOH��DW

PDQ\�OHYHOV�LQ�PXOWLSOH�DJHQFLHV��/HJLVODWLYH�DSSURYDO�LV�XVXDOO\�QHHGHG�

SROLWLFDO�SDUWLHV�DQG�VWURQJ�LQWHUHVW�JURXSV�DUH�OLNHO\�WR�HQWHU�WKH�IUD\��WKH

GHWDLOV�DUH�XVXDOO\�DLUHG�LQ�WKH�PHGLD�IRU�PRQWKV��SHUKDSV�\HDUV��0RUHRYHU�

ZKLOH�PRVW�VWDELOL]DWLRQ�SDFNDJHV�DUH�SUHVHQWHG�DV�RQH�WLPH�HIIRUWV��WKRXJK�LQ

UHDOLW\�WKH\�PD\�EH�IROORZHG�E\�UHSHDW�SDFNDJHV���PDQ\�LQVWLWXWLRQDO�UHIRUPV

SURFHHG�LQ�VWDJHV��DQG�WKH�UHVXOWV�RI�HDUO\�VWHSV�DIIHFW�WKH�WLPLQJ�DQG�GHVLJQ�RI

ODWHU�VWDJHV��5HODWHGO\��VWDELOL]DWLRQ�SDFNDJHV�DUH�JHQHUDOO\�SUHVHQWHG�DV

WHPSRUDU\�PHDVXUHV��ZKLOH�LQVWLWXWLRQDO�UHIRUPV�DUH�ELOOHG�DV�SHUPDQHQW�

9HVWHG�LQWHUHVWV�WKHUHIRUH�KDYH�SDUWLFXODUO\�VWURQJ�LQFHQWLYHV�WR�UHVLVW

LQVWLWXWLRQDO�FKDQJHV��DQG�WKH\�KDYH�RSSRUWXQLWLHV�WR�GR�VR�DW�PDQ\�VWDJHV�LQ

WKH�SURFHVV�RI�UHIRUP�

1RW�RQO\�WKH�FKDUDFWHULVWLFV�RI�WKH�UHIRUPV�WKHPVHOYHV��EXW�DOVR�WKH�QDWLRQDO

SROLWLFDO�FRQWH[W�LV�OLNHO\�WR�FKDQJH�LQ�ODWHU�VWDJHV�RI�UHIRUP��6WDELOL]DWLRQ

SURJUDPV�DUH�DOPRVW�E\�GHILQLWLRQ�ODXQFKHG�LQ�D�FULVLV�DWPRVSKHUH��ZKHQ

PXFK�RI�WKH�SRSXODWLRQ�LV�HDJHU�IRU�ILUP�JRYHUQPHQW�DFWLRQ�WR�UHVFXH�D

UDSLGO\�GHWHULRUDWLQJ�HFRQRP\��/HJLVODWXUHV�DUH�OLNHO\�WR�EH�FRPSOLDQW��,Q

(DVWHUQ�(XURSH�LQ�WKH�HDUO\�O���V��LQLWLDO�UHIRUPV�ZHUH�XQGHUWDNHQ�VKRUWO\

DIWHU�WKH�FROODSVH�RI�WKH�ROG�UHJLPHV��ZKHQ�IRUPHUO\�SRZHUIXO�YHVWHG�LQWHUHVWV

RSSRVLQJ�FKDQJH�ZHUH�GLVRUJDQL]HG�DQG�GHPRUDOL]HG��6RPH�RI�WKH�PRUH

GUDPDWLF�/DWLQ�$PHULFDQ�VWDELOL]DWLRQ�VWRULHV��%ROLYLD��$UJHQWLQD��DOVR

IHDWXUHG�QHZ�JRYHUQPHQWV�DEOH�WR�VKXW�RXW�RU�GHIXVH�LQWHUHVWV�WUDGLWLRQDOO\

RSSRVHG�WR�VWDELOL]DWLRQ��DERYH�DOO�WKH�ODERU�XQLRQV�

2QFH�VWDELOL]DWLRQ�LV�ODUJHO\�DFFRPSOLVKHG�DQG�LQVWLWXWLRQDO�DQG�VWUXFWXUDO

UHIRUPV�FRPH�WR�GRPLQDWH�WKH�DJHQGD��KRZHYHU��WKH�VHQVH�RI�FULVLV�ZLOO�KDYH

DEDWHG��,Q�PXFK�RI�(DVWHUQ�(XURSH��WKH�LQLWLDO�FKDRWLF�GLVVROXWLRQ�RI

RUJDQL]DWLRQV�DIILOLDWHG�ZLWK�WKH�ROG�V\VWHP�DQG�WKH�EHZLOGHULQJ�VSURXWLQJ�RI

QHZ�JURXSV�HYROYHG�IDLUO\�UDSLGO\�LQWR�D�VPDOOHU�QXPEHU�RI�EHWWHU�RUJDQL]HG

SUHVVXUH�JURXSV�DQG�SDUWLHV��/HJLVODWXUHV�DQG�WKH�PHGLD�EHFDPH�PRUH

DVVHUWLYH�DQG��ZLWK�D�ODJ��PRUH�FRKHUHQW��7KH��UH�HPHUJHQFH�RI��SROLWLFV�DV

XVXDO��PHDQW�WKDW�NH\�HFRQRPLF�GHFLVLRQV�ZHUH�QR�ORQJHU�LQVXODWHG��,Q�VHYHUDO

/DWLQ�$PHULFDQ�FRXQWULHV��D�VLPLODU�SDWWHUQ�RI�UHHPHUJLQJ�SROLWLFV�DV�XVXDO

FDQ�EH�WUDFHG��WKRXJK�WKH�ZLGHVSUHDG�IHDU�RI�UHWXUQLQJ�WR�K\SHULQIODWLRQ

FRQWLQXHV�WR�EH�D�SRZHUIXO�WKHPH�LQ�%ROLYLD�DQG�$UJHQWLQD�

,Q�PDQ\�FRXQWULHV��LQLWLDO�FRVWV�RI�VWDELOL]DWLRQ�DQG�DGMXVWPHQW�KDYH�DOVR�IHG



LQFUHDVHG�FULWLFLVP�DQG�UHVLVWDQFH�LQ�ODWHU�VWDJHV�RI�UHIRUP��:KLOH�PXFK�RI�WKH

SRSXODWLRQ�EHQHILWWHG�IURP�UHGXFHG�LQIODWLRQ�RU�VKRUWDJHV��PDQ\�ZHUH�DOVR

KDUPHG�E\�IDOOLQJ�UHDO�ZDJHV��ULVLQJ�XQHPSOR\PHQW��DQG�WKH�FRQWLQXHG

GHWHULRUDWLRQ�RI�EDVLF�VHUYLFHV��%RWK�LQ�/DWLQ�$PHULFD�DQG�LQ�(DVWHUQ�(XURSH�

WKRVH�ZKR�JDLQHG�PRVW�IURP�LQLWLDO�UHIRUPV�RIWHQ�KDG�EHHQ�SULYLOHJHG�XQGHU

WKH�ROG�V\VWHP��QRPHQNODWXUD�LQ�(DVWHUQ�(XURSH��ZHDOWK\�ILQDQFLDO�DQG

EXVLQHVV�SHRSOH�LQ�/DWLQ�$PHULFD���7KHLU�JDLQV�ZHUH�ZLGHO\�DVVXPHG�WR�EH�D

UHVXOW�RI�LQVLGHU�GHDOV�RU�RXWULJKW�FRUUXSWLRQ�

7KH�HYROYLQJ�SROLWLFDO�FOLPDWH�LQ�WXUQ�LQIOXHQFHG�WKH�HFRQRPLF�UHIRUP�DJHQGD�

,VVXHV�YLHZHG�DV�ORZ�SULRULW\�RU�SRVWSRQDEOH�LQ�LQLWLDO�SKDVHV�JDLQHG�QHZ

XUJHQF\��6RFLDO�VHFWRU�UHIRUPV��LQ�SDUWLFXODU��EHFDPH�IDU�PRUH�VDOLHQW��,Q

PXFK�RI�(DVWHUQ�(XURSH��HGXFDWLRQ�DQG�KHDOWK�V\VWHPV�ZKLFK�HDUOLHU�KDG

SURYLGHG�DGHTXDWH��LI�LQHIILFLHQW��VHUYLFHV�WR�DOO�KDG�VHYHUHO\�GHWHULRUDWHG��7KH

SUREOHP�ZDV�HVSHFLDOO\�DFXWH�LQ�VPDOOHU�WRZQV�RU�FLWLHV�ZKHUH�WKHVH�VHUYLFHV

KDG�EHHQ�SURYLGHG�E\�RQH�RU�D�IHZ�ODUJH�VWDWH�HQWHUSULVHV��$V�VXEVLGLHV�ZHUH

FXW��WKHVH�HQWHUSULVHV�VKHG�WKHLU�VHUYLFH�IXQFWLRQV��,Q�PXFK�RI�/DWLQ�$PHULFD�

HGXFDWLRQ�DQG�KHDOWK�VHUYLFHV�KDG�DOZD\V�EHHQ�LQDGHTXDWH�IRU�WKH�SRRU��EXW

QRZ�ZHUH�EDGO\�HURGHG�DOVR�IRU�WKH�XUEDQ�ZRUNLQJ�DQG�PLGGOH�FODVVHV����WKH

VDPH�JURXSV�WKDW�KDG�VXIIHUHG�WKH�ODUJHVW�GURSV�LQ�UHDO�LQFRPHV�LQ�WKH�FRXUVH

RI�GHSUHVVLRQ�DQG�DGMXVWPHQW�

(FRQRPLF�FRQVLGHUDWLRQV�EROVWHUHG�SROLWLFDO�FRQFHUQV�WR�LQFUHDVH�WKH�SULRULW\

RI�VRFLDO�VHFWRU�UHIRUPV��3DUWLFXODUO\�LQ�(DVWHUQ�(XURSH�EXW�LQ�VRPH�/DWLQ

$PHULFDQ�FRXQWULHV�DV�ZHOO��SHQVLRQV�DQG�RWKHU�VRFLDO�WUDQVIHU�SURJUDPV�ZHUH

D�JURZLQJ�DQG�XQVXVWDLQDEOH�ILVFDO�EXUGHQ�WKUHDWHQLQJ�KDUG�ZRQ�VWDELOL]DWLRQ�

0RUHRYHU��PRUH�IDU�VLJKWHG�HFRQRPLVWV�DQG�EXVLQHVVPHQ�EHJDQ�WR�UHDOL]H�WKDW

FDSDFLW\�WR�FRPSHWH�VXFFHVVIXOO\�LQ�LQWHUQDWLRQDO�PDUNHWV�UHTXLUHG�D�IOH[LEOH

DQG�HQHUJHWLF�ODERU�IRUFH��RSHQ�HFRQRPLHV�SODFHG�D�SUHPLXP�RQ�KXPDQ

UHVRXUFH�GHYHORSPHQW�

5HJXODWRU\�IUDPHZRUNV�IRU�SULYDWH�PDUNHWV�DUH�DQRWKHU�FDWHJRU\�RI�UHIRUPV

WKDW�ZHUH�LQLWLDOO\�QHJOHFWHG�EXW�JUHZ�PRUH�LPSRUWDQW�LQ�ODWHU�SKDVHV��7KH

HDUO\�HPSKDVLV�RQ�OLEHUDOL]DWLRQ�UHPRYHG�PDQ\�RI�WKH�FRQWUROV�DQG

UHJXODWLRQV�WKDW�SUHYHQWHG�FRPSHWLWLRQ��VWLIOHG�LQLWLDWLYH��DQG�DOORFDWHG

UHVRXUFHV�ZLWK�QR�FRQFHUQ�IRU�HIILFLHQF\��%XW�PDUNHW�V\VWHPV�UHTXLUH�PRUH

WKDQ�DQ�DEVHQFH�RI�SROLWLFDO�LQWHUIHUHQFH�WR�IXQFWLRQ�HIIHFWLYHO\��$V�ZLWK�VRFLDO

VHUYLFHV��ERWK�SROLWLFDO�DQG�HFRQRPLF�FRQVLGHUDWLRQV�OHG�WR�JURZLQJ

UHFRJQLWLRQ�RI�WKH�QHHG�IRU�QHZ�NLQGV�RI�UHJXODWLRQ��WR�HVWDEOLVK�FULWHULD�DQG

SURFHGXUHV�IRU�EDQNUXSWF\��SUHYHQW�FROOXVLRQ�IURP�HURGLQJ�FRPSHWLWLRQ�

FRQWDLQ�WKH�HYHU�SUHVHQW�ULVNV�RI�IUDXG�DQG�VSHFXODWLRQ�LQ�ILQDQFLDO�PDUNHWV�

DQG�SURWHFW�FRQVXPHUV�DQG�WKH�HQYLURQPHQW��)URP�ERWK�SROLWLFDO�DQG

HFRQRPLF�SHUVSHFWLYHV��FXUELQJ�WKH�H[FHVVHV�RU�GHILFLHQFLHV�RI��UDZ

FDSLWDOLVP��LV�FUXFLDO�WR�FUHDWH�D�VXVWDLQDEOH�PDUNHW�IULHQGO\�HQYLURQPHQW�
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&KDQJHV�LQ�WKH�LQWHUQDWLRQDO�HFRQRPLF�DQG�SROLWLFDO�FRQWH[W�DQG�WKH�VKLIWLQJ

DJHQGD�ZLWKLQ�PDQ\�GHYHORSLQJ�RU�SRVW�FRPPXQLVW�QDWLRQV�SRLQW�WRZDUG

FRQWLQXHG�HIIRUWV�WR�HQFRXUDJH�UHIRUPV�EXW�D�GZLQGOLQJ�UROH�IRU�FRQGLWLRQDOLW\�

&RQGLWLRQDOLW\�ZLOO�EHFRPH�OHVV�LPSRUWDQW�WKDQ�RWKHU�FKDQQHOV�RI�LQIOXHQFH�IRU

IRXU�RYHUODSSLQJ�VHWV�RI�UHDVRQV��,Q�DOO�EXW�WKH�SRRUHVW�FRXQWULHV��WKH�OHYHUDJH

DWWDFKHG�WR�FRQFHVVLRQDO�DLG�LV�VKULQNLQJ��6HFRQG��IDVW�GLVEXUVLQJ�QRQ�SURMHFW

DLG��WKH�PDLQ�LQVWUXPHQW�WR�ZKLFK�EURDG�SROLF\�FRQGLWLRQV�KDYH�EHHQ

DWWDFKHG��LV�QRW�ZHOO�PDWFKHG�WR�WKH�QHZ�UHIRUP�DJHQGD��7KLUG��NQRZOHGJH

DQG�PRGHOV�IRU�ODWH�VWDJH�UHIRUPV�DUH�OHVV�FOHDU�FXW�WKDQ�IRU�HDUOLHU�VWHSV�

)RXUWK��FRPPLWPHQW�ZLWKLQ�FOLHQW�FRXQWULHV��DOZD\V�D�FUXFLDO�HOHPHQW�RI

HIIHFWLYH�UHIRUP��LV�PRUH�LPSRUWDQW�WKDQ�HYHU��&RQGLWLRQDOLW\�LV�UDUHO\�DQ

HIIHFWLYH�URXWH�WR�FRPPLWPHQW�

'HFOLQLQJ�DLG�OHYHUDJH

7KH�OHYHUDJH�RI�FRQFHVVLRQDO�DLG�LV�GHFOLQLQJ�LQ�PDQ\�FRXQWULHV��DQG�LV�OLNHO\�WR

GZLQGOH�PRUH�LQ�WKH�UHPDLQGHU�RI�WKH�O���V��)RU�PDQ\�PLGGOH�LQFRPH

FRXQWULHV��OHYHUDJH�LV�UHGXFHG�EHFDXVH�WKHLU�QHHG�RU�GHPDQG�IRU�DLG�LV�OHVV��,Q

WKH�O���V��WKH\�IDFHG�KHDY\�GHEW�VHUYLFH�EXUGHQV�DQG�D�YLUWXDO�FXW�RII�RI

SULYDWH�FDSLWDO��%\�WKH�PLG�O���V��WKH\�DUH�UHFHLYLQJ�VL]DEOH�SULYDWH�FDSLWDO

LQIORZV��DQG�KDYH�IDU�PRUH�PDQDJHDEOH�GHEW�SURILOHV��$PRQJ�ORZ�LQFRPH

FRXQWULHV��,QGLD�DQG�&KLQD��WRJHWKHU�DFFRXQWLQJ�IRU�DOPRVW�WZR�WKLUGV�RI�WKH

SRSXODWLRQ�LQ�DOO�ORZ�LQFRPH�FRXQWULHV��XVLQJ�:RUOG�%DQN�FODVVLILFDWLRQV���

DOVR�DUH�DWWUDFWLQJ�FRQVLGHUDEOH�SULYDWH�FDSLWDO�

+RZHYHU��DV�QRWHG�HDUOLHU��DLG�GHSHQGHQFH�UHPDLQV�XQGLPLQLVKHG�LQ�PDQ\

SRRUHU�FRXQWULHV��SDUWLFXODUO\�LQ�VXE�6DKDUDQ�$IULFD��,Q�WKHVH�FRXQWULHV�WKH

SDWWHUQ�RI�OHYHUDJH�H[HUFLVHG�GXULQJ�WKH�O���V�FRQWLQXHV�ODUJHO\�XQFKDQJHG��,I

WKH�8QLWHG�6WDWHV�GHFLGHV�WR�FRQWULEXWH�OLWWOH�RU�QRWKLQJ�WR�WKH�QH[W

UHSOHQLVKPHQW�RI�WKH�:RUOG�%DQN
V�VRIW�ORDQ�ZLQGRZ��DQG�WKH�,QWHUQDWLRQDO

'HYHORSPHQW�$VVRFLDWLRQ��,'$��DQG�RWKHU�ZHDOWK\�QDWLRQV�IROORZ�VXLW��WKHQ

OHYHUDJH�LQ�SRRU�QDWLRQV�PD\�EH�UHGXFHG�QRW�EHFDXVH�RI�ZHDNHU�GHPDQG�EXW

GXH�WR�UHGXFHG�VXSSO\�RI�DLG�

,URQLFDOO\��WKH�SRVVLELOLW\�RI�VKDUSO\�UHGXFHG�FRQWULEXWLRQV�WR�,'$�PD\�GLOXWH

WKH�OHYHUDJH�RI�VRPH�:RUOG�%DQN�,'$�IXQGHG�ORDQV�HYHQ�EHIRUH�WKH�IDWH�RI�WKH

QH[W�UHSOHQLVKPHQW�LV�NQRZQ��&RPPLWPHQWV�RI�,'$�IXQGV�GURSSHG�VRPHZKDW

LQ�ILVFDO�O�����:RUULHG�WKDW�IXUWKHU�GURSV�PD\�ZHDNHQ�WKH�FDVH�IRU

UHSOHQLVKPHQW��WKH�%DQN�PD\�EH�HDJHU�WR�PDLQWDLQ�RU�VOLJKWO\�LQFUHDVH�QHZ

FRPPLWPHQWV��D�FRQFHUQ�WKDW�XQGHUFXWV�VWDII�ZLOOLQJQHVV�WR�DWWDFK�ILUP�DQG

VLJQLILFDQW�FRPPLWPHQWV�WR�QHZ�ORDQV�

7KH�PLVPDWFK�EHWZHHQ�WUDGLWLRQDO�FRQGLWLRQHG�ORDQV�DQG�WKH�QHZ�UHIRUP�DJHQGD



%RWK�,0)�6WDQGE\�$JUHHPHQWV��DQG�UHODWHG�NLQGV�RI�FUHGLWV�FDUU\LQJ�VWURQJ

FRQGLWLRQV��DQG�:RUOG�%DQN�6WUXFWXUDO�DQG�6HFWRUDO�$GMXVWPHQW�ORDQV

SURYLGH�IRUHLJQ�H[FKDQJH�WR�EROVWHU�UHVHUYHV�DQG�HDVH�EDODQFH�RI�SD\PHQWV

SUHVVXUHV��6XFK�ORDQV�VXSSRUW�WKH�HFRQRP\�DV�D�ZKROH��UDWKHU�WKDQ�VSHFLILF

VHFWRUV�RU�SURMHFWV��7KH\�DOVR�FDQ�EH�UHOHDVHG�IDU�PRUH�UDSLGO\�WKDQ�SURMHFW

ORDQV��ZKLFK�DUH�H[SHQGHG�RQO\�DV�D�SURMHFW�LV�DFWXDOO\�FRQVWUXFWHG��%RWK

FKDUDFWHULVWLFV�PDNH�VXFK�ORDQV�YHU\�DWWUDFWLYH�WR�JRYHUQPHQWV�IDFLQJ

HFRQRPLF�FULVHV��7KHUHIRUH��LW�LV�ERWK�ORJLFDO�DQG�IHDVLEOH�WR�DWWDFK

UHTXLUHPHQWV�IRU�SROLF\�UHIRUPV�WKDW�DIIHFW�WKH�HFRQRP\�DV�D�ZKROH�WR�VXFK

ORDQV�

%XW�WKH�VDPH�IHDWXUHV�WKDW�PDNH�IDVW�GLVEXUVLQJ��QRQ�SURMHFW�ORDQV�XVHIXO�IRU

HQFRXUDJLQJ�DQG�VXSSRUWLQJ�PDFUR�HFRQRPLF�SROLF\�UHIRUPV�PDNH�WKHP�OHVV

DSSURSULDWH�IRU�HQFRXUDJLQJ�PRUH�VSHFLILF�SROLF\�RU�LQVWLWXWLRQDO�FKDQJHV�

,QVWLWXWLRQDO�UHIRUPV�RIWHQ�KDYH�PDQ\�VWDJHV�DQG�WDNH�D�ORQJ�WLPH�WR�FRPSOHWH�

:RUVH��OHIW�KDOI�GRQH�WKH\�PD\�EH�XVHOHVV�RU�HYHQ�KDUPIXO��$LG�WKDW�FDQ�EH

UHOHDVHG�UDSLGO\�LV�QRW�SDUWLFXODUO\�KHOSIXO�IRU�VXFK�UHIRUPV��WKRXJK�LQ

SULQFLSOH�ORDQV�FDQ�EH�GHVLJQHG�ZLWK�PXOWLSOH�WUDQFKHV��VR�WKDW�D�VOLFH�RI�DLG�LV

UHOHDVHG�DV�HDFK�VWHS�LQ�D�VHULHV�RI�UHIRUPV�LV�WDNHQ��7KH�TXHVWLRQV�RI

DSSURSULDWH�LQFHQWLYHV�IRU�WKRVH�ZKR�PXVW�FDUU\�RXW�UHIRUPV�LV�KDUGHU�WR

DGGUHVV��1RQ�SURMHFW�DLG�JHQHUDOO\�JRHV�LQWR�D�JRYHUQPHQW
V�JHQHUDO�IRUHLJQ

H[FKDQJH�UHVHUYHV��7KDW�SURYLGHV�D�VWURQJ�LQFHQWLYH�IRU�WKH�0LQLVWHU�RI

)LQDQFH�RU�&HQWUDO�%DQN�*RYHUQRU��EXW�RIIHUV�OLWWOH�UHZDUG�IRU�D�0LQLVWHU�RI

+HDOWK�RU�WKH�PDQDJHU�RI�D�VWDWH�HQWHUSULVH�ZKR�PXVW�WDNH�SDLQIXO

UHVWUXFWXULQJ�PHDVXUHV�

7KH�:RUOG�%DQN
V�LQWHUQDO�JXLGHOLQHV�DOVR�FRPSOLFDWH�WKH�XVH�RI�IDVW�

GLVEXUVLQJ��QRQ��SURMHFW�DLG�WR�SXUVXH�WKH�NLQGV�RI�UHIRUPV�OLNHO\�WR�FRPH�ODWHU

LQ�D�FRXQWU\
V�DGMXVWPHQW�HIIRUWV��7KH�PDMRU�HFRQRPLF�UDWLRQDOH�IRU�VXFK�D

ORDQ�LV�WR�EROVWHU�WKH�ERUURZHU
V�EDODQFH�RI�SD\PHQWV��WKH�VL]H�RI�WKH�ORDQ�LV

GHWHUPLQHG�LQ�SDUW�E\�FRQVLGHULQJ�WKH�FOLHQW
V�QHHG��,I�WKH�FOLHQW�KDV�DGHTXDWH

UHVHUYHV�DQG�QR�VHYHUH�EDODQFH�RI�SD\PHQWV�SUREOHP��WKHUH�LV�OLWWOH

MXVWLILFDWLRQ�IRU�VXFK�D�ORDQ��DQG�QR�HFRQRPLF�UDWLRQDOH�IRU�GHWHUPLQLQJ�LWV

VL]H�

/HVV�FOHDU�EOXHSULQWV�IRU�ODWHU�VWDJH�UHIRUPV

7KH�XVH�RI�FRQGLWLRQHG�DLG�WR�SURPRWH�UHIRUPV�LPSOLHV�WKDW�WKH�OHQGHU�NQRZV

ZKDW�PHDVXUHV�ZLOO�SURPRWH�VWDELOL]DWLRQ��HFRQRPLF�HIILFLHQF\��DQG�JURZWK���

JRDOV�SUHVXPHG�WR�EH�VKDUHG�E\�WKH�ERUURZLQJ�JRYHUQPHQW��RU�DW�OHDVW�LQ�WKH

LQWHUHVW�RI�WKH�SHRSOH�RI�WKH�FRXQWU\��,I�WKH�ERUURZHU�DJUHHG�IXOO\�WKDW�WKH

UHTXLUHG�PHDVXUHV�ZHUH�WKH�ULJKW�RQHV�DQG�ZDV�VWURQJO\�FRPPLWWHG�WR

FDUU\LQJ�WKHP�RXW��WKHUH�ZRXOG�EH�OLWWOH�QHHG�IRU�FRQGLWLRQDOLW\��WKRXJK

FRQGLWLRQV�PLJKW�VWLOO�VHUYH�WR�VWUHQJWKHQ�WKH�JRYHUQPHQW
V�KDQG�DJDLQVW

FULWLFLVPV�RU�SURWHVWV�IURP�YHVWHG�LQWHUHVWV��



7KLV�EDVLF�ORJLF�DSSOLHV�UHDVRQDEO\�ZHOO�WR�VWDELOL]DWLRQ��:KLOH�HDFK

VWDELOL]DWLRQ�SURJUDP�QHHGV�WR�EH�ILQH�WXQHG�WR�WKH�FLUFXPVWDQFHV��WKH�VFRSH

IRU�EDVLF�GLIIHUHQFHV�LQ�DSSURDFK�LV�OLPLWHG��DV�WKH�IDLOHG�DWWHPSWV�DW

�KHWHURGR[��VWDELOL]DWLRQ�LQ�WKH�PLG�O���V�LQ�$UJHQWLQD��%UD]LO��DQG�3HUX

GHPRQVWUDWHG��7KHUHIRUH�D�VWURQJ�WHFKQLFDO�FRQVHQVXV�DQG�D�ZHOO�WHVWHG

�PRGHO��XQGHUOLHV�WKH�JHQHUDO�QDWXUH�RI�WKH�FRQGLWLRQV�XVXDOO\�UHTXLUHG�E\

WKH�,0)��DQG�RIWHQ�EDFNHG�E\�UHODWHG�UHTXLUHPHQWV�LQ�:RUOG�%DQN�6WUXFWXUDO

$GMXVWPHQW�/RDQV�

,Q�FRQWUDVW��WKHUH�LV�RIWHQ�OHVV�WHFKQLFDO�DJUHHPHQW�DQG�QR�FOHDU�PRGHOV�WR

JXLGH�ODWHU�LQVWLWXWLRQDO�UHIRUPV��0DQ\�RI�WKHVH�UDLVH�LVVXHV�ZKLFK�WKH

LQGXVWULDOL]HG�GHPRFUDFLHV�DUH�IDU�IURP�UHVROYLQJ��)RU�LQVWDQFH��GHVSLWH�ZLGH

DJUHHPHQW�WKDW�EHWWHU��JRYHUQDQFH�����PRUH�KRQHVW��HIILFLHQW��WUDQVSDUHQW�DQG

DFFRXQWDEOH�SXEOLF�VHFWRU�LQVWLWXWLRQV�DQG�VHUYLFHV����LV�D�KLJK�SULRULW\��WKHUH�LV

QR�FOHDU�IRUPXOD�IRU�KRZ�WR�UHDFK�WKHVH�JRDOV��6LPLODUO\��WKHUH�LV�QRW�PXFK

FRQVHQVXV�RQ�KRZ�WR�UHIRUP�LQHIILFLHQW�DQG�LQHIIHFWLYH�KHDOWK�DQG�HGXFDWLRQ

V\VWHPV��WKRXJK�VRPH�SDUWLDO�SULQFLSOHV�DUH�FOHDU��:KHUH�WKH�OHQGHU�LWVHOI�LV

QRW�FHUWDLQ�ZKDW�VKRXOG�EH�GRQH��FRQGLWLRQDOLW\�EHFRPHV�D�KLJKO\�GXELRXV

WHFKQLTXH�

7KH�JURZLQJ�LPSRUWDQFH�RI�FOLHQW�FRPPLWPHQW

*RYHUQPHQW�FRPPLWPHQW�LV�HVVHQWLDO�IRU�DQ\�VLJQLILFDQW�UHIRUPV�

2FFDVLRQDOO\��FRPPLWPHQW�JURZV�RXW�RI�LQWHOOHFWXDO�FRQYLFWLRQ�DQG�GHGLFDWLRQ

WR�SXEOLF�ZHOIDUH��HYHQ�DW�D�KLJK�SROLWLFDO�SULFH��)RU�H[DPSOH��LQ�O����WKH

5XVVLDQ�JRYHUQPHQW�RI�3ULPH�0LQLVWHU�*DLGDU�ZDV�FRQYLQFHG�WKDW�VZHHSLQJ

UHIRUPV�ZHUH�LPSHUDWLYH��DOWKRXJK�LW�IXOO\�H[SHFWHG�WR�ORVH�RIILFH�LQ�D�\HDU�DW

PRVW��0XFK�PRUH�XVXDOO\��FRPPLWPHQW�JURZV�RXW�RI�FDOFXODWLRQV�FRPSDULQJ

WKH�FRVWV�DQG�EHQHILWV��HFRQRPLF�DQG�SROLWLFDO��RI�IHDVLEOH�RSWLRQV�

&RQGLWLRQDOLW\�ZLWKRXW�FRPPLWPHQW�FDQ�EULQJ�DERXW�VSHFLILF�DFWLRQV��EXW�LW

FDQQRW�HQVXUH�WKDW�WKRVH�DFWLRQV�DUH�QRW�UHYHUVHG�RQFH�DLG�LV�GLVEXUVHG��RU�WKDW

WKH�DGGLWLRQDO�PHDVXUHV�QHHGHG�WR�PDLQWDLQ�RU�GHHSHQ�WKH�UHIRUPV�DUH�WDNHQ�

7KHVH�IDFWV�KDYH�EHHQ�ZHOO�UHFRJQL]HG�E\�WKRXJKWIXO�SHRSOH�LQ�WKH

LQWHUQDWLRQDO��DQG�ELODWHUDO��ILQDQFLDO�LQVWLWXWLRQV�IRU�PDQ\�\HDUV��DQG�KDYH

EHHQ�DQ�H[SOLFLW�DQG�HPSKDWLF�WKHPH�LQ�:RUOG�%DQN�HYDOXDWLRQV�DQG�SROLF\

VWDWHPHQWV�VLQFH�WKH�ODWH�O���V�

3HUKDSV�OHVV�ZHOO�UHFRJQL]HG�LV�WKH�IDFW�WKDW�FRPPLWPHQW�EHFRPHV�HYHU�PRUH

FUXFLDO�DV�D�FRXQWU\�PRYHV�LQWR�ODWHU�VWDJHV�RI�D�IDU�UHDFKLQJ�UHIRUP�DJHQGD�

,Q�SDUW��WKLV�UHIOHFWV�WKH�FKDQJLQJ�QDWXUH�RI�WKH�UHIRUP�PHDVXUHV�WKHPVHOYHV�

%HFDXVH�LQVWLWXWLRQDO�UHIRUPV�DUH�FRPSOH[�DQG�VORZ��WKH\�FDQ�EH�GLYHUWHG�RU

GHUDLOHG�DW�PDQ\�SRLQWV��E\�PDQ\�DJHQWV��0RUHRYHU��DV�QRWHG�HDUOLHU��ZKLOH

DXVWHULW\�SDFNDJHV�DUH�LQWHQGHG�WR�EH�WHPSRUDU\��LQVWLWXWLRQDO�UHIRUPV�DUH

SHUPDQHQW��DQG�WKHUHIRUH�SURPSW�WHQDFLRXV�UHVLVWDQFH�IURP�YHVWHG�LQWHUHVWV

WKDW�ZLOO�ORVH�SULYLOHJHV�RU�EHQHILWV��$QG�LQ�FRQWUDVW�WR�VWDELOL]DWLRQ�

LQVWLWXWLRQDO�UHIRUPV�DUH�OLNHO\�WR�EH�ODXQFKHG�LQ�D�SHULRG�RI��SROLWLFV�DV



XVXDO��UDWKHU�WKDQ�D�FULVLV�DWPRVSKHUH�WKDW�HQFRXUDJHV�ZLOOLQJQHVV�WR�HQGXUH

VDFULILFH��)RU�DOO�WKHVH�UHDVRQV��VWURQJ�JRYHUQPHQW�FRPPLWPHQW�LV�HVVHQWLDO�WR

NHHS�ODWHU�VWDJH�UHIRUPV�RQ�FRXUVH�

'HPRFUDWL]DWLRQ�DQG�GHFHQWUDOL]DWLRQ�DOVR�KHLJKWHQ�WKH�LPSRUWDQFH�RI

FRPPLWPHQW��,Q�GHPRFUDWLF�V\VWHPV��PDQ\�UHIRUPV�FDQQRW�EH�FDUULHG�WKURXJK

ZLWKRXW�VRPH�FR�RSHUDWLRQ�IURP�WKH�OHJLVODWXUH��DQG�RIWHQ�DOVR�IURP�WKH

MXGLFLDO�EUDQFK��DQ�DUUD\�RI�H[HFXWLYH�DJHQFLHV��LQFOXGLQJ�VRPH�WKDW�PD\�EH

TXDVL�DXWRQRPRXV��OLNH�SXEOLF�XQLYHUVLWLHV���DQG�LQWHUHVW�JURXSV��8VXDOO\�D

FRPPLWWHG�JRYHUQPHQW�LV�FUXFLDO�WR�H[SODLQ�DQG�SXEOLFL]H�WKH�UHDVRQV�IRU

UHIRUP��FRQVWUXFW�DOOLDQFHV��DQG�GHYLVH�RWKHU�WDFWLFV�WR�FRSH�ZLWK�GHPRFUDWLF

FURVV�SUHVVXUHV��'HFHQWUDOL]DWLRQ�VLPLODUO\�LQFUHDVHV�WKH�LPSRUWDQFH�RI

FRPPLWPHQW��DW�QDWLRQDO�DQG�VXE�QDWLRQDO�OHYHOV��,I�ODWHU��VWDJH�UHIRUPV�IRFXV

RQ�VHFWRUV�VXFK�DV�EDQNLQJ��HGXFDWLRQ��KHDOWK��RU�DJULFXOWXUH��DQG�SURYLQFLDO

DQG�ORFDO�JRYHUQPHQWV�KDYH�PDMRU�UHVSRQVLELOLWLHV�IRU�WKRVH�VHFWRUV��WKHQ

V\VWHPLF�UHIRUPV�UHTXLUH�FR�RUGLQDWHG�DFWLRQ�E\�VHYHUDO�OHYHOV�RI�JRYHUQPHQW�

(YHQ�ZLWK�FRPPLWPHQW��LW�LV�GLIILFXOW�WR�RUJDQL]H�FR�RUGLQDWHG�UHIRUPV�DW

VHYHUDO�OHYHOV�RI�JRYHUQPHQW��:LWKRXW�VXEVWDQWLDO�FRPPLWPHQW�DW�DOO�OHYHOV�

VXFK�FR�RUGLQDWLRQ�LV�DOPRVW�LPSRVVLEOH�

7KH�FKDQJLQJ�DLG�UHODWLRQVKLS

)RU�DOO�RI�WKHVH�UHDVRQV��WKH�DLG�UHODWLRQVKLS�WKDW�ZDV�ZLGHVSUHDG�LQ�WKH�O���V

LV�FKDQJLQJ��DQG�ZLOO�VKLIW�IXUWKHU�LQ�WKH�ODWH�O���V�DQG�EH\RQG��&RQGLWLRQDOLW\

ZLOO�SOD\�D�PXFK�PRUH�OLPLWHG�UROH�LQ�PRVW�FRXQWULHV��7KH�EDVLF�PRGH�RI�,0)

DVVLVWDQFH�GXULQJ�FULVHV�ZLOO�FRQWLQXH��DQG�WKH�:RUOG�%DQN�VWLOO�PD\�SOD\�D

PDMRU�UROH�LQ�VKDSLQJ�SROLFLHV�LQ�VRPH�RI�WKH�SRRUHU�FRXQWULHV��HVSHFLDOO\�WKRVH

ZLWK�YHU\�OLPLWHG�DQDO\WLF�FDSDFLWLHV�RI�WKHLU�RZQ��%XW�LQ�PRVW�FRXQWULHV�

LQIRUPDWLRQ�DQG�NQRZOHGJH�ZLOO�LQFUHDVLQJO\�SURYLGH�WKH�PDLQ�FKDQQHOV�RI

LQIOXHQFH��$QDO\VHV�DUH�OLNHO\�WR�EH�FRQGXFWHG�LQFUHDVLQJO\�LQ�FROODERUDWLRQ

ZLWK�DQDO\VWV�IURP�WKH�FRXQWU\�FRQFHUQHG��'LDORJXH�LV�OLNHO\�WR�HQJDJH

FRQVLGHUDEO\�EURDGHU�FLUFOHV��LQFOXGLQJ�PHGLD��XQLYHUVLWLHV�DQG�WKLQN�WDQNV�

OHJLVODWRUV��DQG�UHSUHVHQWDWLYHV�RI�LQWHUHVW�JURXSV�

3DUWLFXODUO\�IRU�WKH�QHZHU�DUHDV�RI�HPSKDVLV�OLNH�LPSURYHG�JRYHUQDQFH�DQG

KXPDQ�UHVRXUFH�GHYHORSPHQW��WKH�:RUOG�%DQN��DQG�WKH�LQWHUQDWLRQDO

FRPPXQLW\�PRUH�EURDGO\��LV�OLNHO\�WR�HPSKDVL]H�GDWD�FROOHFWLRQ�DQG�DQDO\VLV�

H[SHULPHQWDWLRQ��DQG�HYDOXDWLRQ��0RUH�EURDGO\��WKHUH�PXVW�EH�D�VKLIW�DZD\

IURP�D�WXWRULDO�UHODWLRQ�WR�ZKLFK�WKH�%DQN�EULQJV�WKH��ULJKW�PRGHO���WRZDUGV

D�MRLQW�VHDUFK�IRU�XVHIXO�LGHDV��D�SUREOHP�VROYLQJ�DSSURDFK�WR�ZKLFK�WKH�%DQN

EULQJV�LQIRUPDWLRQ�DQG�H[SHULHQFH�UDWKHU�WKDQ�DQVZHUV�

(YROXWLRQ�LQ�WKLV�GLUHFWLRQ�QRW�RQO\�PHDQV�OHVV�FRQGLWLRQDOLW\��EXW�DOVR�VORZHU

DQG�PRUH�VHOHFWLYH�DLG��*UHDWHU�UHOLDQFH�RQ�GDWD�FROOHFWLRQ�DQG�DQDO\VLV

�HVSHFLDOO\�GRQH�MRLQWO\���GLDORJXH�DQG�SHUVXDVLRQ�LQHYLWDEO\�PHDQV�PXFK

VORZHU�SUHSDUDWLRQ�RI�SURMHFWV�DQG�SURJUDPV��7KDW�LQ�WXUQ�PHDQV�LQFUHDVHG



VWDII�WLPH�SHU�GROODU�VSHQW��D�ORJLFDO�QHFHVVLW\�WKDW�KDV�\HW�WR�EH�UHFRJQL]HG�E\

WKH�:RUOG�%DQN
V�ZHDOWK\�PHPEHU�JRYHUQPHQWV�ZKLFK�UHYLHZ�LWV�LQWHUQDO

PDQDJHPHQW�SROLFLHV�

0RUHRYHU��GHFUHDVHG�XVH�RI�FRQGLWLRQDOLW\��LQ�FRPELQDWLRQ�ZLWK�DQ�RQ�JRLQJ

GHVLUH�WR�SURPRWH�UHIRUPV��UDWKHU�WKDQ�VLPSO\�EXLOG�GDPV�RU�VFKRROV��ZLOO

PHDQ�FRQVLGHUDEO\�PRUH�VHOHFWLYH�FRPPLWPHQWV�RI�DLG��,I�WKH�:RUOG�%DQN��RU

LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�PRUH�JHQHUDOO\��PXVW�UHO\�PRUH�RQ

FRPPLWPHQW�WR�UHIRUPV�ZLWKLQ�ERUURZLQJ�FRXQWULHV��DV�,�KDYH�DUJXHG��WKHQ

WKH\�PXVW�ZDLW�XQWLO�WKHUH�LV�IDLUO\�FOHDU�HYLGHQFH�RI�VXFK�FRPPLWPHQW��7KDW�LV

OLNHO\�WR�PHDQ�FRQFHQWUDWLQJ�DLG�RQ�D�VPDOOHU�QXPEHU�RI�UHFLSLHQWV�ZKLFK

GHPRQVWUDWH�DQ�LQWHUHVW�LQ�UHIRUP��ZKLOH�KRSLQJ�WKDW�WKHLU�H[DPSOH�ZLOO

LQVSLUH�VWURQJHU�HIIRUWV�HOVHZKHUH��7KDW�LPSOLFDWLRQ�DOVR�PXVW�EH�UHFRJQL]HG

DQG�DFFHSWHG�E\�WKH�%DQN
V�PDMRU�PHPEHU�JRYHUQPHQWV�

,Q�UHWURVSHFW��WKH�O���V�ZLOO�VXUHO\�EH�YLHZHG�DV�D�KLJKO\�XQXVXDO�SHULRG�LQ�WKH

KLVWRU\�RI�DLG�UHODWLRQV��1HYHU�EHIRUH�KDG�LQWHUQDWLRQDO�RUJDQL]DWLRQV

LQWHUYHQHG�VR�YLJRURXVO\�LQ�WKH�GHWDLOHG�LQWHUQDO�DIIDLUV�RI�VR�PDQ\�FRXQWULHV�

0RUHRYHU��WKH�LQWHUYHQWLRQ�ZDV�GHVLJQHG�QRW�RQO\�WR�FRUUHFW�LPPHGLDWH�FULVHV�

EXW�WR�SURPRWH�IDU�UHDFKLQJ�FKDQJHV�LQ�LQWHUQDO�VWUXFWXUH�DQG�SROLFLHV�

6XFK�LQWHUYHQWLRQ�ZDV�IHDVLEOH�DQG�LQ�FRQVLGHUDEOH�GHJUHH�HIIHFWLYH�EHFDXVH�RI

D�XQLTXH�FRPELQDWLRQ�RI�LQWHUQDWLRQDO�FLUFXPVWDQFHV��0DQ\�RI�WKHVH�KDYH�QRZ

FKDQJHG��0RUHRYHU��LQ�PDQ\�FRXQWULHV�FRQVLGHUDEOH�UHIRUP�LV�DOUHDG\

DFFRPSOLVKHG��([WHUQDO�SUHVVXUH�RIWHQ�SOD\HG�D�XVHIXO�UROH�LQ�HDUO\�VWDJHV��EXW

LWV�UROH�LQ�ODWHU�SKDVHV�LV�PRUH�OLPLWHG��EHFDXVH�RI�WKH�LQKHUHQW�FKDUDFWHU�RI�WKH

UHIRUPV�QRZ�RQ�WKH�DJHQGD�
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