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$EVWUDFW

*RYHUQPHQWV� IUHTXHQWO\� FRPSDUWPHQWDOL]H� LVVXHV� RI� UHIRUP� DQG� UHFRQVWUXFWLRQ� LQWR
VHSDUDWH� VWUDWHJLHV� DQG� VHSDUDWH� PLQLVWULHV� �WKH� IDWH� RI� SRYHUW\� UHGXFWLRQ� DV� ZHOO��
'RQRUV�GR� OLNHZLVH�� IRU�HDFK�KDV� LWV�RZQ�UHVSRQVLELOLWLHV�� WKH� ,0)�IRFXVHV�RQ� UHIRUP�
WKH�81�FRQFHQWUDWHV�RQ�FRQIOLFW� UHVROXWLRQ�DQG� UHFRQVWUXFWLRQ��DQG� WKH�:RUOG�%DQN²
ZKRVH�RSHUDWLRQV� VSDQ�ERWK� DJHQGDV²KDV� \HW� WR� LQWHJUDWH� UHIRUP� DQG� FRQIOLFW� LVVXHV�
+RZHYHU�� UHIRUP�DQG�UHFRQVWUXFWLRQ�FDQQRW�EH�NHSW�VHSDUDWH� LI�FRQIOLFW� LV� WR�EH�KDOWHG
DQG� SRYHUW\� UHGXFHG�� %LDVHV� LQ� SXEOLF� VSHQGLQJ�� SUHGDWRU\� WD[DWLRQ�� DQG� EDG� SROLF\
HQFRXUDJH�FRQIOLFW�E\� UHGXFLQJ� WKH� LQFRPHV��ERWK�DEVROXWHO\�DQG� UHODWLYH� WR�RWKHUV��RI
VRFLDO� JURXSV� WKDW� VXIIHU� VXFK� GLVFULPLQDWLRQ²WKHUHE\� LQIODPLQJ� HWKQLF� DQG� UHJLRQDO
WHQVLRQV��DQG�KHOSLQJ�GHPDJRJXHV�UHFUXLW�WKHLU�IROORZHUV�

.H\ZRUGV��6XE�6DKDUDQ�$IULFD��FRQIOLFW��HFRQRPLF�UHIRUP

-(/�FODVVLILFDWLRQ��2�2��2��
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µ3HDFH�DQG�GHYHORSPHQW�UHPDLQ�LQH[WULFDEO\�OLQNHG²RQH�IHHGLQJ�RQ�WKH
RWKHU�� HQDEOLQJ� WKH� RWKHU�� DQG� VHFXULQJ� WKH� RWKHU�� 7KH� UHQXQFLDWLRQ� RI
YLROHQFH�DV�D�PHDQV�RI�JDLQLQJ�DQG�KROGLQJ�SRZHU�LV�RQO\�WKH�EHJLQQLQJ�
7KHQ� PXVW� IROORZ� D� UHQHZHG� FRPPLWPHQW� WR� QDWLRQDO� GHYHORSPHQW
IRXQGHG� RQ� VREHU�� VRXQG� DQG� XQFRUUXSWHG� HFRQRPLF� SROLFLHV¶� �81
6HFUHWDU\�*HQHUDO��.RIL�$QQDQ��

µ$OO� WKHVH� JXQV� PDNH� IRU� OD]\� PLQGV¶� �%LVKRS� 'LQLV� 6HQJXODQH� RI
0R]DPELTXH���TXRWHG�E\�'DOH\�������

� ,QWURGXFWLRQ�

$IULFD� KDV� EHFRPH� V\QRQ\PRXV� ZLWK� FRQIOLFW�� 7KHUH� ZHUH� DUPHG� FRQIOLFWV� LQ� ��� RI
$IULFD¶V����FRXQWULHV� LQ�����²DQ�RPLQRXV�VWDUW� WR� WKH�QHZ�FHQWXU\� �:DOOHQVWHHQ�DQG
6ROOHQEHUJ�������

)RU�$IULFD�WR�UHFRYHU��FRPPXQLWLHV�PXVW�UHFRQVWUXFW��SULYDWH�VHFWRUV�PXVW�UHYLWDOL]H��DQG
VWDWHV�PXVW�WUDQVIRUP�WKHPVHOYHV��$LG�GRQRUV��1*2V��DQG�LQWHUQDWLRQDO�EXVLQHVV�FDQ�GR
PXFK�WR�KHOS��RU�KLQGHU���+RZHYHU�� WKH�PRYHPHQW�IURP�FRQIOLFW� WR�UHFRQVWUXFWLRQ�DQG
WKHQ� RQWR� VXVWDLQHG� GHYHORSPHQW� ODUJHO\� GHSHQGV� RQ� WKH� WKUHH� QDWLRQDO� DFWRUV�� 7KXV�
XQOHVV�FRPPXQLWLHV�UHEXLOG�DQG�VWUHQJWKHQ�WKHLU�OLYHOLKRRGV��QHLWKHU�UHFRQVWUXFWLRQ�QRU
JURZWK� ZLOO� EH� SRYHUW\� UHGXFLQJ�� %XW� FRPPXQLWLHV� FDQQRW� SURVSHU� XQOHVV� SULYDWH
LQYHVWPHQW� UHFUHDWHV� PDUNHWV� DQG� JHQHUDWHV� PRUH� HPSOR\PHQW�� $QG� QHLWKHU
FRPPXQLWLHV�QRU�HQWUHSUHQHXUV�FDQ�UHDOL]H�WKHLU�SRWHQWLDO�ZLWKRXW�D�GHYHORSPHQW�VWDWH²
RQH�WKDW�LV�GHPRFUDWLFDOO\�DFFRXQWDEOH�DQG�GHGLFDWHG�WR�SRYHUW\�UHGXFLQJ�GHYHORSPHQW�
7KH�LQWHUQDWLRQDO�FRPPXQLW\�FDQ�GR�PXFK�WR�DVVLVW²WKURXJK�PRUH�DLG��GHEW�UHOLHI��DQG
SHDFHNHHSLQJ²EXW�XOWLPDWHO\�WKH�IXWXUH�OLHV�LQ�WKH�KDQGV�RI�$IULFDQV�WKHPVHOYHV�

$GGLVRQ������D���IURP�ZKLFK�WKLV�GLVFXVVLRQ�SDSHU�LV�WDNHQ��DGGUHVVHV�WKHVH�WKHPHV��,W
DOVR� H[DPLQHV� WKH� FURVVFXWWLQJ� LVVXH� RI� KRZ� HFRQRPLF� UHIRUP� LQWHUDFWV� ZLWK� FRQIOLFW
UHVROXWLRQ� DQG� µSRVW�FRQIOLFW¶� UHFRQVWUXFWLRQ��� *RYHUQPHQWV� IUHTXHQWO\� FRPSDUW�
PHQWDOL]H� LVVXHV� RI� UHIRUP� DQG� UHFRQVWUXFWLRQ� LQWR� VHSDUDWH� VWUDWHJLHV� DQG� VHSDUDWH
PLQLVWULHV��WKH�IDWH�RI�SRYHUW\�UHGXFWLRQ�DV�ZHOO���'RQRUV�GR� OLNHZLVH�� IRU�HDFK�KDV� LWV
RZQ� UHVSRQVLELOLWLHV�� WKH� ,0)� IRFXVHV� RQ� UHIRUP�� WKH� 81� FRQFHQWUDWHV� RQ� FRQIOLFW
UHVROXWLRQ� DQG� UHFRQVWUXFWLRQ�� DQG� WKH� :RUOG� %DQN²ZKRVH� RSHUDWLRQV� VSDQ� ERWK
DJHQGDV²KDV� \HW� WR� LQWHJUDWH� UHIRUP� DQG� FRQIOLFW� LVVXHV�� +RZHYHU�� UHIRUP� DQG
UHFRQVWUXFWLRQ�FDQQRW�EH�NHSW� VHSDUDWH� LI�FRQIOLFW� LV� WR�EH�KDOWHG�DQG�SRYHUW\� UHGXFHG�
%LDVHV� LQ� SXEOLF� VSHQGLQJ�� SUHGDWRU\� WD[DWLRQ�� DQG� EDG� SROLF\� HQFRXUDJH� FRQIOLFW� E\
UHGXFLQJ�WKH�LQFRPHV��ERWK�DEVROXWHO\�DQG�UHODWLYH�WR�RWKHUV��RI�VRFLDO�JURXSV�WKDW�VXIIHU
VXFK� GLVFULPLQDWLRQ²WKHUHE\� LQIODPLQJ� HWKQLF� DQG� UHJLRQDO� WHQVLRQV�� DQG� KHOSLQJ
GHPDJRJXHV�UHFUXLW�WKHLU�IROORZHUV��1DI]LJHU�HW�DO��������

������������������������������������������������

� 7KLV�SDSHU�GUDZV�XSRQ�D�818�:,'(5�SXEOLF�OHFWXUH�HQWLWOHG�µ3HDFH�RU�:DU�LQ�$IULFD"¶��GHOLYHUHG�RQ
���-XQH�������DV�ZHOO�DV�$GGLVRQ�DQG�1GLNXPDQD���������,�DP�JUDWHIXO�WR�6WHIDQ�'HUFRQ��3KLOLSSH�/H
%LOORQ��+DUULV�0XWLR�0XOH��0DQVRRE�0XUVKHG��/pRQFH�1GLNXPDQD��5DPHVK�7KDNXU��DQG�0DUN�:X\WV
IRU�FRPPHQWV�DQG�GLVFXVVLRQV�

� 6HH�&ULVS��������DQG�0DFUDH��������RQ�WKH�GHILFLHQFLHV�RI�WKH�ODEHO�µSRVW�FRQIOLFW¶�
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7KHUHIRUH� FRQIOLFW� UHVROXWLRQ� DQG�SUHYHQWLRQ� UHTXLUH� HFRQRPLF� UHIRUP²LQGHSHQGHQWO\
RI�WKH�QHHG�IRU�UHIRUP�WR�UDLVH�JURZWK��UHGXFH�SRYHUW\��DQG�VDIHJXDUG�WKH�HQYLURQPHQW�
$QG� LQIUDVWUXFWXUH� UHFRQVWUXFWLRQ� �LQ� UXUDO� DUHDV� IRU� H[DPSOH�� LV� LQHIIHFWLYH� LI�SROLFLHV
WKDW� GHSUHVV� LWV� YDOXH� WR� OLYHOLKRRGV� DUH� UHWDLQHG�� GLVFULPLQDWLRQ� DJDLQVW� VPDOOKROGHU
DJULFXOWXUH�LV�RQH�H[DPSOH�� WKH�EXUGHQVRPH�UHJXODWLRQ�RI�PLFUR�HQWHUSULVHV� LV�DQRWKHU�
+RZHYHU��WKLV�GRHV�OHDYH�RSHQ�IRU�GHEDWH�WKH�FUXFLDO�LVVXHV�RI�ZKDW�W\SHV�RI�UHIRUP�DUH
QHFHVVDU\�� WKHLU� WLPLQJ�� DQG� WKHLU� VHTXHQFLQJ²FKRLFHV� WKDW� ZH� WDNH� XS� LQ� $GGLVRQ
�����D��

6LQFH� FRXQWULHV� IDFH� D� YDVW� UDQJH� RI� WDVNV²HYHU\WKLQJ� IURP�GHPRELOL]DWLRQ� WR� SXEOLF
H[SHQGLWXUH�UHIRUP²RXU�UHVHDUFK�VWUDWHJ\�LV�WR�IRFXV�RQ�D�VHOHFWLRQ�RI�NH\�LVVXHV�LQ�D
VPDOO�� EXW� FDUHIXOO\�FKRVHQ�� VDPSOH� RI� FRXQWULHV�� $QJROD�� (ULWUHD�� (WKLRSLD�� *XLQHD�
%LVVDX��DQG�0R]DPELTXH��7KHLU�H[SHULHQFHV�WKURZ�OLJKW�RQ�UHFRQVWUXFWLQJ�FRPPXQLWLHV�
UHYLWDOL]LQJ�SULYDWH� VHFWRUV��DQG� WUDQVIRUPLQJ�VWDWHV� IRU�$IULFD�DV� D�ZKROH� �DQG� LQGHHG
IRU�FRQIOLFW�VRFLHWLHV�HOVHZKHUH�LQ�WKH�ZRUOG��

2XU� VHOHFWHG� FRXQWULHV� DOVR� VKDUH� FRPPRQ� KLVWRULHV�� 3RUWXJXHVH� GHFRORQL]DWLRQ� LQ
$QJROD�� *XLQHD�%LVVDX�� DQG�0R]DPELTXH�� (ULWUHD¶V� VHFHVVLRQ� IURP� (WKLRSLD�� DQG� WKH
LQIOXHQFH� RI� 0DU[LVP�/HQLQLVP� RQ� LQGHSHQGHQFH� PRYHPHQWV� DQG� SRVW�LQGHSHQGHQFH
JRYHUQPHQWV²DQG� WKH� UHVXOWLQJ� LQWHUDFWLRQ� ZLWK� WKH� JHR�SROLWLFV� RI� WKH� FROG� ZDU�
6XEVHTXHQW� FKDOOHQJHV� KDYH� LQFOXGHG� SROLWLFDO� DQG� HFRQRPLF� WUDQVLWLRQ�� DV� ZHOO� DV
FRQIOLFW� UHVROXWLRQ��+RZHYHU�� SHDFH� KDV� EHHQ� HOXVLYH��$QJROD� LV� VWLOO� DW� ZDU�� *XLQHD�
%LVVDX� LV�SROLWLFDOO\� IUDJLOH��DQG�(ULWUHD�DQG�(WKLRSLD�ZHUH�DW�ZDU� IURP������ WR������
2QO\� 0R]DPELTXH� KDV� VXVWDLQHG� SHDFH�� 7KHLU� SUHVHQW� GLOHPPDV� DQG� WKHLU� IXWXUH
SURVSHFWV�DUH�WKHUHIRUH�LPSRUWDQW�WR�XQGHUVWDQGLQJ�WKH�SURVSHFWV�IRU�SHDFH�DQG�VXVWDLQHG
GHYHORSPHQW�DFURVV�$IULFD�

� &RXQWU\�KLVWRULHV

:H� PXVW� DW� WKH� RXWVHW� VD\� VRPHWKLQJ� DERXW� FRXQWU\� KLVWRULHV�� IRU� LQ� PDQ\� ZD\V
FRQWHPSRUDU\�SUREOHPV�DULVH�RXW�RI�KLVWRULFDO�EXUGHQV��WKLV�LV�WKH�SXUSRVH�RI�WKLV�SDSHU
�$GGLVRQ� ����� IRFXVHV� RQ� VWUDWHJLHV� IRU� UHFRQVWUXFWLRQ� DQG� UHIRUP�� DQG� WKHLU
LPSOLFDWLRQV�IRU�FRPPXQLWLHV��WKH�SULYDWH�VHFWRU��DQG�WKH�VWDWH��

$QJROD��*XLQHD�%LVVDX��DQG�0R]DPELTXH�DFKLHYHG�WKHLU�LQGHSHQGHQFH�LQ�������GXULQJ
WKH� 3RUWXJXHVH� UHYROXWLRQ� RI� WKDW� \HDU� �0DF4XHHQ� ������� $QJROD¶V� 03/$� VHL]HG
/XDQGD��DQG�6RYLHW�DQG�&XEDQ� DVVLVWDQFH�ZDV� VXIILFLHQW� WR�SXVK�EDFN��EXW�QRW�GHIHDW�
ULYDO�PRYHPHQWV� �WKH� )1/$� DQG� 81,7$�� VXSSRUWHG� E\� WKH� 8QLWHG� 6WDWHV� DQG� 6RXWK
$IULFD���&LYLO�ZDU�KDV�UDJHG�RQ�DQG�RII�IRU����\HDUV��WKH�ILJKWLQJ�LQWHUVSHUVHG�E\�IDLOHG
SHDFH�VHWWOHPHQWV�DQG� WHPSRUDU\�FHDVH�ILUHV� �/H�%LOORQ��������0R]DPELTXH�HQMR\HG�D
VKRUW�SHULRG�RI�UHODWLYH�SHDFH�DIWHU�LQGHSHQGHQFH��EXW�WKHQ�VOLG�LQWR�D����\HDU�ZDU�WKDW
ODVWHG�XQWLO�������5KRGHVLD�DQG�WKHQ�6RXWK�$IULFD�ILQDQFHG�DQG�DUPHG�5HQDPR���7KHLU
������������������������������������������������

� $QJRODQ� DFURQ\PV� DUH� DV� IROORZV�� )UHQWH� 1DFLRQDO� GH� /LEHUWDomR� GH� $QJROD� �)1/$���0RYLPHQWR
3RSXODU�GH�/LEHUWDomR�GH�$QJROD��03/$���DQG�8QLmR�1DFLRQDO�SDUD�D�,QGHSHQGrQFLD�7RWDO�GH�$QJROD
�81,7$��

� 0R]DPELFDQ� DFURQ\PV� DUH� DV� IROORZV�� )UHQWH� GH� /LEHUWDomR� GH� 0RoDPELTXH� �)UHOLPR�� DQG
5HVLVWrQFLD� 1DFLRQDO� 0RoDPELFDQD� �5HQDPR��� :H� IROORZ� WKH� 0R]DPELFDQ� FRQYHQWLRQ� LQ� QRW
FDSLWDOL]LQJ�WKH�DFURQ\PV�)UHOLPR�DQG�5HQDPR�
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DLP�ZDV�WR�HQG�WKH�)UHOLPR�JRYHUQPHQW¶V�VXSSRUW�IRU�ERWK�3DWULRWLF�)URQW�IRUFHV�EDVHG
LQ�0R]DPELTXH�DQG�WKH�$IULFDQ�1DWLRQDO�&RQJUHVV��$1&���*XLQHD�%LVVDX¶V�HDUO\�\HDUV
ZHUH�PDUNHG�E\�WKH�RYHUWKURZ�RI�WKH�ILUVW�SUHVLGHQW��/XtV�GH�$OPHLGD�&DEUDO� �ERUQ� LQ
&DSH�9HUGH��E\�OLEHUDWLRQ�ZDU�YHWHUDQ�DQG�SULPH�PLQLVWHU��-RmR�%HUQDUGR�9LHLUD��&DSH
9HUGH�VXEVHTXHQWO\�VHFHGHG�DQG�SROLWLFDO�LQWULJXH�ZLWKLQ�WKH�3$,*&�DQG�FRXS�DWWHPSWV
DJDLQVW�9LHLUD�FKDUDFWHUL]HG�WKH�����V��

3RUWXJDO¶V� FRORQLDO� OHJDF\� ZDV� GLVPDO�� 3RYHUW\� UHVXOWHG� IURP� IRUFHG� ODERXU� DQG� WKH
H[SURSULDWLRQ� RI� SULPH� ODQG� IRU� VHWWOHUV� DQG� SODQWDWLRQV�� WRJHWKHU� ZLWK� VHYHUH
GLVFULPLQDWLRQ�LQ�DFFHVV�WR�HPSOR\PHQW��KHDOWK�FDUH��DQG�HGXFDWLRQ��QHDUO\����SHU�FHQW
RI�$QJRODQV�ZHUH�LOOLWHUDWH�DW�LQGHSHQGHQFH���7KH�QHZ�)UHOLPR�DQG�03/$�JRYHUQPHQWV
DGRSWHG� VWDWH� SODQQLQJ� DQG� QDWLRQDOL]HG� ODUJH� LQGXVWULHV�� XWLOLWLHV�� DQG� QDWLRQDOL]HG� RU
µLQWHUYHQHG¶� LQ� FRORQLDO� SODQWDWLRQV�� DQG� VHWWOHU� IDUPV²PHDVXUHV� QHFHVVLWDWHG� E\� WKH
QHDU� FROODSVH� RI� DJULFXOWXUH� �DQG� XUEDQ� IRRG� VXSSOLHV��� UHWDLO� WUDGH�� DQG� LQGXVWU\
IROORZLQJ� WKH� UDSLG� GHSDUWXUH� RI� PRVW� 3RUWXJXHVH� VHWWOHUV� DW� LQGHSHQGHQFH� �&DVWHO
%UDQFR� HW� DO�� ������� 3ULYDWH� WUDGH� LQ� FRORQLDO� HFRQRPLHV� ZDV� KHDYLO\� FRQWUROOHG�
LQFOXGLQJ� IL[HG�SULFHV� LQ� NH\�PDUNHWV� �IRU� H[DPSOH� VWDSOH� IRRGV��� DQG� WKH� JUDQWLQJ� RI
JHRJUDSKLFDO� PRQRSROLHV� �&KDEDO� ������� +HQFH�� DW� LQGHSHQGHQFH� WKHUH� ZDV� OLWWOH
GLVDJUHHPHQW�ZLWK�WKH�VWUDWHJ\�RI�H[WHQGLQJ�VWDWH�FRQWURO�RYHU�WKH�HFRQRP\²WKLV�WLPH
WR�IDFLOLWDWH�QDWLRQDO�GHYHORSPHQW�UDWKHU�WKDQ�FRORQLDO�H[SORLWDWLRQ�

(VFDODWLQJ� FLYLO� ZDU� VRRQ� QXOOLILHG� $QJROD¶V� HFRQRPLF� SODQV�� ,QLWLDOO\� 0R]DPELTXH
PDGH� SURJUHVV²SURYLGLQJ� KHDOWK� FDUH� DQG� HGXFDWLRQ� WR� D� UXUDO� SRSXODWLRQ� JURVVO\
QHJOHFWHG� E\� FRORQLDOLVP²EXW� WKH� FRQFHQWUDWLRQ� RQ� VWDWH� IDUPV� OHG� WR� WKH� QHJOHFW� RI
VPDOOKROGHU�DJULFXOWXUH��DQG�UXUDO�GHYHORSPHQW�VWDOOHG��:X\WV��������,Q�*XLQHD�%LVVDX
WKH�3$,*&�LQKHULWHG�D�UXUDO�HFRQRP\�GHYDVWDWHG�E\�WKH�OLEHUDWLRQ�ZDU��EXW�VTXDQGHUHG
WKH�VWDWH¶V�PHDJUH�UHVRXUFHV�RQ�H[SDQGLQJ�WKH�XUEDQ�EDVHG�EXUHDXFUDF\��$OYHVVRQ�DQG
=HMDQ�������)RUUHVW��������7KH�HFRQRPLHV�RI�$QJROD��*XLQHD�%LVVDX��DQG�0R]DPELTXH
ZHUH� GLVLQWHJUDWLQJ� E\� WKH� HDUO\� ����V�� DQG� UXUDO� LPSRYHULVKPHQW� LQ� $QJROD� DQG
0R]DPELTXH� ZDV� DFFHQWXDWHG� E\� DGYDQFLQJ� FLYLO� ZDU�� 6RXWK� $IULFD� LQFUHDVHG� LWV
PLOLWDU\� DVVLVWDQFH� WR� 81,7$� DQG� WR� 5HQDPR�� DQG� ERWK� PRYHPHQWV� UHVRUWHG� WR
ZLGHVSUHDG�WHUURU�WDFWLFV��)LQQHJDQ�������

:DU� LQ� WKH�+RUQ� RI�$IULFD� DURVH� IURP�GRPHVWLF� IDFWRUV�� LQ� SDUWLFXODU� WKH� VWUXJJOH� IRU
LQGHSHQGHQFH� E\� (ULWUHD²WKH� IRUPHU� ,WDOLDQ� FRORQ\�%ULWLVK� 3URWHFWRUDWH� WKDW� ZDV
KDQGHG�RYHU�E\�WKH�81�WR�(WKLRSLD�LQ�������ZKLFK�WKHQ�DQQH[HG�WKH�FRXQWU\�LQ�����²
LQWHUDFWLQJ�ZLWK�WKH�+RUQ¶V�SUR[LPLW\�WR�WKH�PLGGOH�HDVW��DQG�WKXV�WKH�ZLOOLQJQHVV�RI�WKH
6RYLHW� 8QLRQ� DQG� WKH� 86$� WR� DLG� UHJLRQDO� DOOLHV� LQ� WKH� FROG� ZDU� �/HIHEYUH� ������
+XPDQ�ULJKWV�DQG�VRYHUHLJQW\�FDPH�VHFRQG�WR�WKH�VWUDWHJLF�LQWHUHVWV�RI�WKH�VXSHUSRZHUV
DW�WKLV�WLPH��+HQFH�WKH�UHPDUN�E\�86�VHFUHWDU\�RI�VWDWH��-RKQ�)RVWHU�'XOOHV��LQ������WKDW�

µ)URP� WKH�SRLQW� RI� YLHZ�RI� MXVWLFH�� WKH� RSLQLRQV� RI� WKH�(ULWUHDQ� SHRSOH
PXVW� UHFHLYH� FRQVLGHUDWLRQ�� 1HYHUWKHOHVV�� WKH� VWUDWHJLF� LQWHUHVWV� RI� WKH
8QLWHG� 6WDWHV� ���� >PDNH@� LW� QHFHVVDU\� WKDW� WKH� FRXQWU\� KDV� WR� EH� OLQNHG
ZLWK�RXU�DOO\��(WKLRSLD¶��TXRWHG�LQ�%URJDQ�����������

$IWHU� RYHUWKURZLQJ� WKH� IHXGDO� PRQDUFK\� RI� +DLOH� 6HODVVLH� LQ� ������ (WKLRSLD¶V� QHZ
PLOLWDU\� UHJLPH� �WKH� 'HUJ�� SXUJHG� LWVHOI� DQG� LWV� FKDLUPDQ�� 0HQJLVWX� +DLOH� 0DULDP�
������������������������������������������������

� 3$,*&�VWDQGV�IRU�3DUWLGR�$IULFDQR�SDUD�D�,QGHSHQGrQFLD�GD�*XLQp�H�&DER�9HUGH�
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FRQVROLGDWHG� SRZHU�� (WKLRSLD� ZDV� SURFODLPHG� D� 0DU[LVW� VWDWH� DQG� LQ� ����� VLJQHG� D
IULHQGVKLS�WUHDW\�ZLWK�WKH�6RYLHW�8QLRQ��6RYLHW�PLOLWDU\�DLG�ZRUWK�86����ELOOLRQ�WRJHWKHU
ZLWK� &XEDQ� WURRSV� GHIHDWHG� 6RPDOLD� LQ� WKH� 2JDGHQ� ZDU� RI� ����²WKH� UHJLPH� RI
0RKDPHG�6LDG�%DUUH�KDYLQJ�VZLWFKHG�VLGHV�IURP�WKH�6RYLHW�8QLRQ��ZLWK�ZKLFK�LW�KDG
VLJQHG� D� IULHQGVKLS� WUHDW\� LQ� ������ WR� WKH� 8QLWHG� 6WDWHV� ZKLFK� SURYLGHG� JHQHURXV
HFRQRPLF� DQG� PLOLWDU\� DLG� �3HWHUVRQ� ������ ����� 6RYLHW� KHOS� HQDEOHG� WKH� 'HUJ� WR
DFFHOHUDWH� LWV� ZDU� DJDLQVW� (ULWUHD¶V� OLEHUDWLRQ� PRYHPHQW� �ZKLFK� KDG� UHFHLYHG� 6RYLHW
DVVLVWDQFH�ZKHQ�(WKLRSLD�ZDV�D�86�DOO\��DQG�UHEHO�PRYHPHQWV�LQ�(WKLRSLD¶V�7LJUD\�DQG
2URPR�SURYLQFHV�

2Q� WKH� HYH� RI� WKH� ����� 5HYROXWLRQ�� (WKLRSLD¶V� KXPDQ� LQGLFDWRUV� ZHUH� DPRQJ� WKH
ZRUOG¶V�ZRUVW��UHIOHFWLQJ�WKH�PRQDUFK\¶V�GLVUHJDUG�IRU�WKH�EDVLF�ZHOIDUH�RI�LWV�VXEMHFWV�
����� SHU� FHQW� RI� WKH� UXUDO� SRSXODWLRQ�� DQG� ��� SHU� FHQW� RI� WKH� XUEDQ� SRSXODWLRQ�� ZDV
LOOLWHUDWH��*ULIILQ�����������7KH�ODQG�WHQXUH�V\VWHP�ZDV�ODUJHO\�IHXGDO��XS�WR����SHU�FHQW
RI� SHDVDQWV� ZHUH� WHQDQWV� �+DQVVRQ� ������ .ULVKQDQ� DQG� 'HUFRQ� ������� 7KH� 'HUJ
JDWKHUHG�VRPH�HDUO\�SRSXODU�VXSSRUW�WKURXJK�ODQG�UHIRUP²DOO�ODQG�ZDV�QDWLRQDOL]HG�LQ
�����DQG�WKH�VDOH�RI�ODQG�DQG�LWV�OHDVLQJ�EHFDPH�LOOHJDO�DV�GLG�WKH�KLULQJ�RI�ODERXU²WKXV
HOLPLQDWLQJ� ZKDW� KDG� EHHQ� 66$¶V� ODUJHVW� ODQGORUG� FODVV� �QHZO\�IRUPHG� SHDVDQW
DVVRFLDWLRQV�WKHUHDIWHU�GLVWULEXWHG�ODQG�WR�KRXVHKROGV�ZKR�ZHUH�OLPLWHG�WR�QR�PRUH�WKDQ
��� KHFWDUHV� HDFK��� +RZHYHU�� IRUFHG� UHVHWWOHPHQW� UHGXFHG� OLYHOLKRRG� VHFXULW\� DQG
FRQWULEXWHG� WR� HQYLURQPHQWDO� GHJUDGDWLRQ� �&RKHQ� DQG� ,VDNVVRQ� ������ +REHQ� ������
,QWHU�UHJLRQDO� JUDLQ�PRYHPHQW�ZDV� UHSUHVVHG� �WKXV� H[DFHUEDWLQJ� IRRG� LQVHFXULW\��� DQG
ORZ�VWDWH�SURGXFHU�SULFHV�WRJHWKHU�ZLWK�WKH�H[SURSULDWLRQ�RI�JUDLQ�DQG�OLYHVWRFN�WR�IHHG
WKH� PLOLWDU\� LPSRVHG� KHDY\� EXUGHQV� RQ� VPDOOKROGHUV� �'HUFRQ� ������ :LQWHU�1HOVRQ
�������7KHVH�PHDVXUHV�H[DFHUEDWHG�WKH�HIIHFWV�RI�FRQIOLFW�DQG�GURXJKW��FRQWULEXWLQJ� WR
WKH�IDPLQH�RI�WKH�PLG�����V�WKDW�NLOOHG�RYHU�KDOI�D�PLOOLRQ�(WKLRSLDQV��'HYHUHX[�������

7KH�SULYDWH�VHFWRU�ZDV�VHHQ�DV�WRR�ZHDN�DQG�WRR�WDLQWHG�E\�FRORQLDOLVP�WR�DFKLHYH�UDSLG
QDWLRQDO� GHYHORSPHQW�� DQG� WKLV� SHVVLPLVP�PRWLYDWHG� FRPSUHKHQVLYH� VWDWH�LQWHUYHQWLRQ
LQ� RXU� FDVH� VWXG\� FRXQWULHV²DV� HOVHZKHUH� LQ� 66$�� %XW�� LQ� $QJROD�� (WKLRSLD�� DQG
0R]DPELTXH�� WKH� VWUDWHJ\� RI� VWDWH�OHG� GHYHORSPHQW� ZDV� HPEHGGHG� LQ� 0DU[LVP�
/HQLQLVP� DV� WKH� RIILFLDO� SDUW\� LGHRORJ\� �DOVR� WKH� FDVH� LQ� %HQLQ�� &RQJR�%UD]]DYLOOH�
0DGDJDVFDU�� DQG�6RPDOLD���0DU[LVP�/HQLQLVP¶V� DSSHDO� OD\� LQ� LWV� FULWLTXH� RI� FRORQLDO
H[SORLWDWLRQ� DQG� LPSHULDOLVP�� µ6FLHQWLILF� VRFLDOLVP¶� SURYLGHG� D� IUDPHZRUN� IRU
GHYHORSPHQW� VWUDWHJ\�� DQG� D� PHDQV� WR� PRELOL]H� WKH� SROLWLFDO� DJHQGD� DURXQG� QDWLRQ
EXLOGLQJ� DQG� WR� GDPSHQ� HWKQLF� SROLWLFV��:LWK� LWV� H[SOLFLW� HPSKDVLV� RQ� FODVV� DQDO\VLV�
$IUR�0DU[LVP�ZDV�D�PRUH�UREXVW�GRFWULQH�WKDQ�WKH�$IULFDQ�VRFLDOLVP�RI�WKH�7DQ]DQLDQ
RU�=DPELDQ�YDULHWLHV��2WWDZD\�DQG�2WWDZD\�������.HOOHU�DQG�5RWKFKLOG�������

0DU[LVP� ZDV� OHVV� VLJQLILFDQW� LQ� WKH� 3$,*&¶V� LGHRORJLFDO� GHEDWHV� WKDQ� LQ� $QJROD�
(WKLRSLD�� RU� 0R]DPELTXH�� 7KH� FKDULVPDWLF� OLEHUDWLRQ� OHDGHU� DQG� 3$,*&� IRXQGHU�
$PLOLFDU�&DEDO��DVVDVVLQDWHG�LQ�������FRPELQHG�LGHDV�IURP�0DU[LVP�/HQLQLVP�WRJHWKHU
ZLWK� VRFLDO� GHPRFUDF\� WR� FUHDWH� D� SDUW\� LGHRORJ\� WKDW� KH� FODLPHG� EHVW�VXLWHG�$IULFDQ
FRQGLWLRQV�� WKXV� ZKHQ� DVNHG� WR� VWDWH� WKHLU� SDUW\¶V� SRVLWLRQ�� 3$,*&� OHDGHUV� XVXDOO\
UHSOLHG�WKDW��µZH�DUH�EHIRUH�DOO�HOVH�$IULFDQ�QDWLRQDOLVWV¶��TXRWHG�LQ�)RUUHVW������������

������������������������������������������������

� 1HYHUWKHOHVV�� *XLQHD�%LVVDX� LV� VWLOO� LQFOXGHG� LQ� WKH� FDWHJRU\� RI� $IUR�0DU[LVW� VWDWHV� E\� VRPH
UHVHDUFKHUV��VHH�IRU�LQVWDQFH�&KD]DQ�HW�DO�������������



�

7KH� H[LW� RI� 3RUWXJDO� IURP� 66$� ZDV� D� PRUH� VXGGHQ� DQG� EORRGLHU� DIIDLU� WKDQ� WKDW� RI
%ULWDLQ� RU� )UDQFH�� DQG� WKH� IDOO� RI� (WKLRSLD¶V� PRQDUFK\� UHSUHVHQWHG� D� VLPLODUO\� VKDUS
EUHDN�ZLWK�WKH�SDVW��6RXWK�$IULFD�ZDV�DOVR�GHWHUPLQHG�WR�FUXVK�WKH�VXSSRUW�RI�WKH�QHZO\
LQGHSHQGHQW� VWDWHV� RI�$QJROD� DQG�0R]DPELTXH� IRU� OLEHUDWLRQ�PRYHPHQWV� LQ�1DPLELD
�WKHQ� 6RXWK�:HVW�$IULFD�� DQG� 6RXWK�$IULFD� LWVHOI�� 7KHUHIRUH� WKH� QHZ� UHJLPHV� QHHGHG
LQWHUQDWLRQDO� VXSSRUW²ZKLFK� WKH\� IRXQG� LQ� WKH� 6RYLHW� EORF���$QJROD� GHYHORSHG� FORVH
PLOLWDU\� DQG� SDUW\� FRQQHFWLRQV� ZLWK� WKH� 6RYLHW� 8QLRQ�� 0R]DPELTXH¶V� UHODWLRQV� ZHUH
ORRVHU�� DQG� WKH� :HVW� ZDV� OHVV� IHDUIXO� RI� 0R]DPELTXH¶V� 6RYLHW� WLHV� �&KDEDO� ������
'HVSLWH�WKH�SROLWLFDO�OLQNV�ZLWK�FRPPXQLVW�EORF��PRVW�WUDGH�DQG�LQYHVWPHQW�IORZV�ZHUH
ZLWK�WKH�ZHVWHUQ�SRZHUV��7KH�8QLWHG�6WDWHV�ZDV�$QJROD¶V�ODUJHVW�WUDGLQJ�SDUWQHU�LQ�WKH
����V��DQG�$QJROD�UHFHLYHG�ODUJH�LQIORZV�RI�86�RLO�LQYHVWPHQW²DW�WKH�VDPH�WLPH�DV�WKH
86� DGPLQLVWUDWLRQ� ZDV� DWWHPSWLQJ� WR� RYHUWKURZ� WKH� SUR�6RYLHW� 03/$� JRYHUQPHQW
�:HEEHU������������

7KH�QHZ�JRYHUQPHQWV�KDG�VRPH�ODXGDEOH�DLPV�DQG�D�PHDVXUH�RI�SRSXODU�VXSSRUW��PRUH
HYLGHQW� LQ� 0R]DPELTXH� WKDQ� LQ� $QJROD��� %XW� SHUVRQDO� LQWHUHVWV� DQG� DGYDQFLQJ� ZDUV
H[DFHUEDWHG� WKH� DXWKRULWDULDQLVP� LQKHUHQW� LQ� /HQLQLVW� SDUW\� RUJDQLVDWLRQ� �0HQJLVWX
XQOHDVKHG�KLV�µUHG�WHUURU¶�LQ�������DQG�WKH�03/$�FRQGXFWHG�D�EORRG\�SXUJH�LQ�WKH�VDPH
\HDU���$V�LQ�WKH�6RYLHW�8QLRQ�LWVHOI��/HQLQLVP�LQ�$IULFD�OHG�WR�DQ�RYHU�FHQWUDOL]DWLRQ�RI
SROLWLFDO� DQG� HFRQRPLF� SRZHU� �LQKHUHQW� LQ� FHQWUDO� SODQQLQJ��� ,Q� (WKLRSLD�� D� /HQLQLVW
YHQHHU� ZDV� DGGHG� WR� WKH� WUDGLWLRQDO� HQPLW\� WRZDUGV� (ULWUHDQ� DVSLUDWLRQV� IRU
LQGHSHQGHQFH�� 7KH� 'HUJ� GLVPLVVHG� (ULWUHDQ� FODLPV� WR� QDWLRQKRRG� LQ� WKH� IROORZLQJ
WHUPV�

µ(ULWUHD�GRHV�QRW�FRQVWLWXWH�D�QDWLRQ��7KLV�LV�EHFDXVH��VKH�GRHV�QRW�VDWLVI\
WKH� 0DU[LVW� SULQFLSOHV� WKDW� FKDUDFWHULVH� D� QDWLRQ�� FRPPRQ� WHUULWRU\�
FRPPRQ� ODQJXDJH�� LQWHJUDWHG� HFRQRPLF� VHW�XS�� FRPPRQ� FXOWXUH� DQG� D
FRPPRQ� SV\FKRORJLFDO� PDNH� XS� ���� 7KLV� NLQG� RI� IDOVH� SURSDJDQGD� LV
QRWKLQJ� EXW� >D@� FKHDS� PHWKRG� RI� REWDLQLQJ� DUPV� DQG� PRQH\� IURP
LQWHUQDWLRQDO� LPSHULDOLVP� DQG� WKH� UHDFWLRQDU\� $UDE� UXOLQJ� FODVVHV¶
�TXRWHG�LQ�&KD]DQ�HW�DO�������������

3URJUHVVLYH� HOHPHQWV� UHPDLQHG� FRPPLWWHG� WR� GHOLYHULQJ� EDVLF� VRFLDO� VHUYLFHV� �PRVW
HYLGHQW�LQ�0R]DPELTXH���EXW�UDSLGO\�LQFUHDVLQJ�PLOLWDU\�EXGJHWV��HVSHFLDOO\�LQ�$QJROD
DQG�(WKLRSLD�� DQG�PDFUR�HFRQRPLF� WXUPRLO� �SDUWLFXODUO\� LQ�$QJROD� DQG�0R]DPELTXH�
FXW� LQWR�VRFLDO�VHFWRU�EXGJHWV��*LYHQ� WKH� VFDUFLW\�RI�SROLF\�PDNLQJ� DQG�DGPLQLVWUDWLYH
FDSDFLW\��VWDWHV�FRXOG�QRW�GHOLYHU� WKH�GHJUHH�RI�HFRQRPLF�FRQWURO�H[SHFWHG�E\�0DU[LVW
WHFKQRFUDWV��UHVRXUFHV�ZHUH�VSUHDG�WRR�WKLQO\�LQVWHDG�RI�EHLQJ�IRFXVHG�RQ�FRUH�SULRULWLHV
VXFK�DV�SRYHUW\� UHGXFWLRQ��7KHUHIRUH�FRXQWULHV�ZHUH�XQDEOH� WR�EUHDN�GHFLVLYHO\�RXW�RI
XQGHUGHYHORSPHQW�� ,QGHHG�� PXFK� RI� WKLV� ZDV� UHFRJQLVHG� E\� FRQWHPSRUDU\� 6RYLHW
FRPPHQWDWRUV��LQ�WKH�����V�RQH�6RYLHW�PLQLVWHU�FRQFOXGHG�WKDW�

µ7KHUH� DUH� IHZ� SHRSOH� LQ� WKH� 6RYLHW� 8QLRQ� ZKR� ZRXOG� UHFRPPHQG
EXLOGLQJ� D� VRFLDOLVW� VRFLHW\� XQGHU� WKHVH� SDUWLFXODU� FRQGLWLRQV� LQ�$IULFD¶
�TXRWHG�LQ�+HUEVW�����������

������������������������������������������������

� ,Q�WKH�DEVHQFH�RI�D�µVHWWOHU�SUREOHP¶�*XLQHD�%LVVDX�KDG�PRUH�FRPIRUWDEOH�SRVW�LQGHSHQGHQFH�UHODWLRQV
ZLWK�3RUWXJDO�WKDQ�HLWKHU�$QJROD�RU�0R]DPELTXH��0DF4XHHQ�������������*XLQHD�%LVVDX�DOVR�VWXFN�WR
LWV�QRQ�DOLJQHG�VWDWXV�DQG�WXUQHG�GRZQ�0RVFRZ¶V�UHTXHVW�IRU�EDVH�IDFLOLWLHV��0DF4XHHQ������������



�

� 3ROLWLFDO�DQG�HFRQRPLF�WUDQVLWLRQ

)UHOLPR� ZDV� WKH� ILUVW� UXOLQJ� SDUW\� WR� TXHVWLRQ� WKH� PHULWV� RI� VFLHQWLILF� VRFLDOLVP� DV� D
GHYHORSPHQW�JXLGH��DW� LWV��WK�SDUW\�FRQJUHVV�LQ��������DQG�D�VZLWFK�RI� UHVRXUFHV�IURP
VWDWH�IDUPV� WR�VPDOOKROGHUV�DQG�FR�RSHUDWLYHV�ZDV�DQQRXQFHG��0R]DPELTXH� MRLQHG� WKH
,0)�DQG�:RUOG�%DQN�LQ�������DQG�OLEHUDOL]DWLRQ�DQG�SULYDWL]DWLRQ�EHJDQ��&DVWHO�%UDQFR
HW�DO��������:X\WV��������*XLQHD�%LVVDX��ZKLFK�KDG�EHHQ�DQ�,0)�PHPEHU�VLQFH������
VWDUWHG� WHQWDWLYH� UHIRUP� LQ� ����� �.RYVWHG� DQG� 7DUS� ������� 7KH� 03/$� DJUHHG� RQ
HFRQRPLF� UHIRUP�DW� LWV� VHFRQG�SDUW\� FRQJUHVV� LQ������� DQG�$QJROD� MRLQHG� WKH� ,0)� LQ
����� �$JXLODU��������$QG� WKH�'HUJ� VWDUWHG�HFRQRPLF� OLEHUDOL]DWLRQ� LQ������EHIRUH� LWV
IDOO�LQ�������%HYDQ�������

7KLV� LGHRORJLFDO� VKLIW� RFFXUUHG� IRU� D� QXPEHU� RI� UHDVRQV�� (FRQRPLF� IDLOXUH� KDG
XQGHUPLQHG�WKH�OHJLWLPDF\�RI�WKH�VRFLDOLVW�VWDWH�DV�ZHOO�DV�LWV�PLOLWDU\�FDSDFLW\��D�IDFWRU
XSSHUPRVW� LQ� WKH� PLQGV� RI� (WKLRSLD¶V� 'HUJ��� 6WDWH� FDSDFLW\� WR� FRQWURO� PDUNHWV� KDG
FROODSVHG²OHDGLQJ� WR� GH� IDFWR� OLEHUDOL]DWLRQ� DQG� SULYDWL]DWLRQ� QRW� RQO\� LQ� UHEHO�KHOG
WHUULWRU\�EXW�RIWHQ�LQ�JRYHUQPHQW�DUHDV�DV�ZHOO��$QG�VWDWH�HOLWHV��DQG�WKH�PLOLWDU\��IRXQG
LQFUHDVLQJO\� SURILWDEOH� SULYDWH� VHFWRU� RSSRUWXQLWLHV� IRU� WKHPVHOYHV�� DQG� WKHUHIRUH� D
PDWHULDO� LQWHUHVW� LQ� OLEHUDOL]DWLRQ²PRVW� HYLGHQW� LQ� $QJROD� EXW� DOVR� WKH� FDVH� LQ
0R]DPELTXH��$JXLODU������DQG�&DVWHO�%UDQFR�HW�DO��������

7KH�HQG�RI� WKH�6RYLHW�8QLRQ¶V� DVVLVWDQFH� WR�$IULFD�� DQG�DQ� LQFUHDVLQJ�GHSHQGHQFH�RQ
ZHVWHUQ� DLG� DQG� IRUHLJQ� LQYHVWPHQW�� DOVR� FRQWULEXWHG� WR� GRPHVWLF� SROLWLFDO� VKLIWV�� %\
������0LNKDLO�*RUEDFKHY�ZDV�ZLWKGUDZLQJ�6RYLHW� VXSSRUW�� DQG�ZRUNLQJ�ZLWK� WKH�81
DQG�WKH�5HDJDQ�DGPLQLVWUDWLRQ� WR�DFKLHYH�1DPLELD¶V� LQGHSHQGHQFH²DQ�LVVXH� WKDW�ZDV
OLQNHG� WR� WKH� UHPRYDO� RI� &XEDQ� IRUFHV� IURP� $QJROD� LQ� VXSHU�SRZHU� QHJRWLDWLRQV
�3DUVRQV� ������ ������ 0R]DPELTXH� EHFDPH� LQFUHDVLQJO\� GHSHQGHQW� RQ� FRQFHVVLRQDO
ELODWHUDO� DQG� PXOWLODWHUDO� DLG� DV� VXFFHVVLYH� ,0)� DQG� :RUOG� %DQN� DGMXVWPHQW
SURJUDPPHV�WRRN�HIIHFW��DQG�IRUHLJQ�LQYHVWPHQW�DFFHOHUDWHG�LQWR�$QJROD¶V�RLO�HFRQRP\
DV�HVWLPDWHV�RI�WKH�FRXQWU\¶V�SURGXFWLRQ�SRWHQWLDO�URVH�LQ�WKH�ODWH�����V�

/HDGHUV�LQLWLDOO\�FOXQJ�WR�VLQJOH�SDUW\�UXOH��+HUEVW������������QRWHV�WKDW�OHDGHUVKLSV�ZHUH
ZLOOLQJ� WR� UHMHFW� 0DU[LVP²ZKLFK� KDG� FRQWULEXWHG� WR� HFRQRPLF� VWDJQDWLRQ²EXW
FRQWLQXHG� WR� SUHDFK� WKH� PHULWV� RI� WKH� VLQJOH� SDUW\� VWDWH� DQG� FHQWUDOL]HG� SRZHU
�DVVRFLDWHG�ZLWK� /HQLQLVP���+RZHYHU�� LQFXPEHQWV� FRXOG� QR� ORQJHU� SOD\� RII� FROG� ZDU
RSSRQHQWV� IRU� VXSSRUW��'RQRUV� XVHG� DLG�FRQGLWLRQDOLW\� WR� SUHVV� IRU� GHPRFUDWL]DWLRQ� LQ
DLG�GHSHQGHQW� *XLQHD�%LVVDX� DQG� 0R]DPELTXH� ZKHUH� LQWHUQDO� SUHVVXUH� IRU
GHPRFUDWLVDWLRQ�ZDV� VLJQLILFDQW� EXW� ZHDN� LQ� FRPSDULVRQ� WR� WKH� SRZHU� RI� LQFXPEHQWV
�$GGLVRQ�������%UDWWRQ�DQG�GH�:DOOH������������

)UHOLPR�DQG�5HQDPR�DJUHHG�RQ�PXOWL�SDUW\�HOHFWLRQV�DV�SDUW�RI�WKH�5RPH�SHDFH�DFFRUGV
RI� ����� ZKLFK� HQGHG�0R]DPELTXH¶V� FLYLO� ZDU� �D� SURFHVV� DOVR� HQFRXUDJHG� E\� 6RXWK
$IULFD¶V� GHPRFUDWL]DWLRQ� ZKLFK� FXW� H[WHUQDO� DVVLVWDQFH� WR� 5HQDPR��� 0XOWL�SDUW\
OHJLVODWLYH� HOHFWLRQV� ZHUH� KHOG� LQ� ERWK� 0R]DPELTXH� DQG� *XLQHD�%LVVDX� LQ� �����
LQFXPEHQWV�ZLQQLQJ� LQ� ERWK� FDVHV�� )UHOLPR� DQG�5HQDPR� IRUPHG� WKH� QHZ� JRYHUQPHQW
DQG� RSSRVLWLRQ� UHVSHFWLYHO\²WKHUHE\� SURYLGLQJ� WKH� UHPDUNDEOH� SROLWLFDO� VWDELOLW\� WKDW
KDV�XQGHUSLQQHG�0R]DPELTXH¶V�UHFRYHU\�RYHU�WKH�VHFRQG�KDOI�RI�WKH�����V��$UQGW�HW�DO�
������� *XLQHD�%LVVDX� ZDV� VXIILFLHQWO\� VWDEOH� WR� VXSSRUW� DQ� DFFHOHUDWLRQ� RI� HFRQRPLF
UHIRUP�XQWLO�WKH�PLOLWDU\�UHYROW�RI�������.RYVWHG�DQG�7DUS�������



�

,Q� WKH�HDUO\�����V� LW� ORRNHG�DV� LI�$QJROD�PLJKW� IROORZ� WKH�HOHFWRUDO�SDWK� WR�SHDFH�� ,Q
����� DW� %LFHVVH� �QHDU� /LVERQ��� 3RUWXJDO�� WKH� 8QLWHG� 6WDWHV� DQG� WKH� 6RYLHW� 8QLRQ
VXFFHHGHG�LQ�JHWWLQJ�$QJROD¶V�03/$�DQG�81,7$�WR�DJUHH�WR�D�FHDVH�ILUH�DQG�HOHFWLRQV
LQ� ������ %XW� 81,7$� UHMHFWHG� WKH� UHVXOW� RI� WKH� ILUVW� URXQG� RI� SUHVLGHQWLDO� HOHFWLRQV
�ZKLFK�SXW�WKH�03/$�LQ�WKH�OHDG���DQG�ZHQW�EDFN�WR�ZDU�EHIRUH�D�VHFRQG�URXQG�FRXOG�EH
KHOG���0XFK�KDV�EHHQ�ZULWWHQ�DERXW�WKLV�GHEDFOH²LQFOXGLQJ�WKH�LQDGHTXDF\�RI�WKH�81¶V
PDQGDWH�DQG�UHVRXUFHV²EXW�6LU�$QWKRQ\�3DUVRQV�� WKH�8.¶V�IRUPHU�DPEDVVDGRU�WR�WKH
81��SURYLGHV�WKH�PRVW�WUHQFKDQW�FRPPHQW��3DUVRQV������������

µ$W�WKH�WLPH��WKH�/LVERQ�$FFRUGV�ZHUH�KDLOHG�DV�D�GLSORPDWLF�WULXPSK�RI
VXSHUSRZHU�FR�RSHUDWLRQ�LQ�WKH�ZDNH�RI�WKH�*XOI�FULVLV�����7KLV�VHHPHG�D
IDLU� MXGJHPHQW�� ,Q� UHWURVSHFW� WKH�VHHGV�RI�GLVDVWHU�KDG�EHHQ� VRZQ��)LUVW
WKH� DFFRUGV� ZHUH� D� YLFWRU\� IRU� 81,7$�� $UPHG� WR� WKH� WHHWK� E\� 6RXWK
$IULFD�DQG�WKH�8QLWHG�6WDWHV��FRVVHWHG�E\�:DVKLQJWRQ��LQFOXGLQJ�D�SKRWR�
FDOO� UHFHSWLRQ� E\� 3UHVLGHQW� 5HDJDQ�� 6DYLPEL� KDG� VXFFHHGHG� LQ� EHLQJ
DFFHSWHG� QRW� DV� D� UHEHO� PDNLQJ� WHUPV� ZLWK� WKH� JRYHUQPHQW� EXW� DV� DQ
HTXDO�ZLWK� WKH� JRYHUQPHQW�� 7KLV� LPSUHVVLRQ�ZDV� HQKDQFHG� E\� WKH� IDFW
WKDW�� ZKHUHDV� 81,7$� KDG� LQ� HIIHFW� EHHQ� µUHFRJQL]HG¶� E\� WKH� 86�� WKH
JRYHUQPHQW�KDG�QRW��DQG�LQGHHG�ZDV�QRW�WR�EH�UHFRJQL]HG�E\�:DVKLQJWRQ
XQWLO�0D\� ������ E\�ZKLFK� WLPH�81,7$� DORQH� ZDV� UHVSRQVLEOH� IRU� WKH
UHVXPSWLRQ�RI�WKH�FLYLO�ZDU¶�

$IWHU�VDYDJH�ILJKWLQJ�RYHU����������D�QHZ�SHDFH�DJUHHPHQW��WKH�/XVDND�SURWRFRO��ZDV
UHDFKHG�LQ�������DQG�D�FHDVH�ILUH�WRRN�HIIHFW�LQ�������81�SHDFHNHHSHUV�ZHUH�GHSOR\HG�
DQG�D�JRYHUQPHQW�RI�QDWLRQDO�XQLW\�ZDV�IRUPHG�LQ�������ZLWK�WKH�LQWHQWLRQ�RI�KROGLQJ
QHZ� HOHFWLRQV� DIWHU� FRPSOHWLQJ� GHPRELOL]DWLRQ�� %XW� VSRUDGLF� FHDVH�ILUH� YLRODWLRQV
HVFDODWHG�GXULQJ������DV�81,7$²ZKLFK�VWLOO�KDG��������ZHOO�DUPHG�ILJKWHUV²EHJDQ
UHWDNLQJ�WHUULWRU\��DQG�81�SHDFHNHHSHUV�ZLWKGUHZ�LQ�������/H�%LOORQ�������

,Q�WKH�+RUQ�RI�$IULFD��PLOLWDU\�SRZHU��UDWKHU�WKDQ�HOHFWLRQV��SOD\HG�WKH�GHFLVLYH�UROH�LQ
SROLWLFDO�HYHQWV��7KH�'HUJ�IHOO�LQ�0D\������DQG�FRQWURO�RI�WKH�(WKLRSLDQ�6WDWH�SDVVHG�WR
WKH�7LJUD\DQ�OHG� IRUFHV� RI� WKH�(35')��(ULWUHD� EHFDPH�GH� IDFWR� LQGHSHQGHQW� LQ� �����
DQG� GHFODUHG� IRUPDO� LQGHSHQGHQFH� LQ� ����²WR� GDWH� $IULFD¶V� RQO\� LQWHUQDWLRQDOO\
UHFRJQLVHG� VHFHVVLRQ� �+DQVVRQ� ������ ,\RE� ������� 6HSDUDWHO\�� WKH� %DUUH� UHJLPH� LQ
6RPDOLD� EHJDQ� WR� ORVH� LWV� JULS� RQ� SRZHU�� DQG� 6RPDOLD� VOLG� LQWR� VWDWH� FROODSVH� DQG
ZDUORUGLVP��&ODUNH�DQG�+HUEVW�������3HWHUVRQ�������

7KH� QHZ� OHDGHUV� RI� (ULWUHD� DQG� (WKLRSLD� KDG� 0DU[LVW� EDFNJURXQGV�� EXW� ERWK
JRYHUQPHQWV�SXUVXHG�H[WHQVLYH�UHIRUP�SURJUDPPHV�RYHU�WKH�����V��+DQVVRQ������DQG
%HYDQ��������(ULWUHD�KDG�WR�FUHDWH�PDQ\�LQVWLWXWLRQV�IURP�VFUDWFK��*LYHQ�WKH�ORZ�OHYHO
RI� LQFRPH� LQ� ERWK� FRXQWULHV�� DQG� YHU\� ORZ� KXPDQ� GHYHORSPHQW� LQGLFDWRUV�� ERWK� QHHG
ORQJ� SHULRGV� RI� VXVWDLQHG� JURZWK� DQG� ULVLQJ� SUR�SRRU� SXEOLF� VSHQGLQJ� WR� DFKLHYH
VLJQLILFDQW� SRYHUW\� UHGXFWLRQ�� )RU� PXFK� RI� WKH� ����V� WKLV� DSSHDUHG� SRVVLEOH�� EXW� WKH
RXWEUHDN� RI� WKH� ERUGHU� ZDU� LQ� 0D\� ����� FODLPHG� VRPH� �������� OLYHV� DQG� EURXJKW
RSWLPLVP�WR�DQ�HQG��*LONHV�DQG�3ODXW�������

)RU� WKH�8QLWHG�6WDWHV� WKH� VWUDWHJLF� YDOXH�RI� WKH�+RUQ� DQG�PXFK�RI�$IULFD� SOXPPHWHG
DIWHU� WKH� HQG� RI� WKH� FROG� ZDU�� $QJROD� QRZ� KDV� VRPH� VWUDWHJLF� DQG� FRPPHUFLDO
������������������������������������������������

� 7KH�03/$�REWDLQHG�D�FOHDU�PDMRULW\�LQ�WKH������OHJLVODWLYH�HOHFWLRQV�



�

LPSRUWDQFH� IRU� WKH�8QLWHG� 6WDWHV� VLQFH� WKH� FRXQWU\� DFFRXQWV� IRU� �� SHU� FHQW� RI�86� RLO
LPSRUWV� �D� VKDUH� WKDW� VRPH� H[SHUWV� SUHGLFW�ZLOO� ULVH� WR� ��� SHU� FHQW� RYHU� WKH� QHZ� IHZ
\HDUV��� EXW� µ����:DVKLQJWRQ�KDV� UDUHO\� VHHPHG� WR� FDUH�ZKDW� LV� GRQH�ZLWK� WKH� UHYHQXHV
IURP� WKHVH� VDOHV¶� �6WUHPODX� ������ ������ $QG� DIWHU� WKH� GHEDFOH� RI� 86� DQG� 81
LQWHUYHQWLRQ�LQ�6RPDOLD��86�LQWHUHVW�LQ�FRQIOLFW�SUHYHQWLRQ�DQG�KXPDQLWDULDQ�DVVLVWDQFH
LQ� $IULFD� GHFOLQHG� DV� ZHOO�� 7KLV� FRQWLQXHV� WR� EH� DQ� LPSHGLPHQW� WR� VWUHQJWKHQLQJ
SHDFHNHHSLQJ� LQ� WKH� UHJLRQ�� GHVSLWH� WKH� UHFHQW� HIIRUWV� RI� 5LFKDUG� +ROEURRNH�� WKH� 86
3HUPDQHQW�5HSUHVHQWDWLYH� WR� WKH�81�� WR�UHDZDNHQ� LQWHUHVW� LQ�$IULFD¶V�SOLJKW� �$GGLVRQ
����E��

7KH� FRXQWULHV� RI�(DVWHUQ�(XURSH� DQG� WKH� IRUPHU� 6RYLHW�8QLRQ� �)68�� QRZ� KDYH� OLWWOH
VWUDWHJLF�LQWHUHVW�LQ�66$��EXW�FRPPHUFLDO�PLOLWDU\�WLHV�DUH�SURILWDEOH�DQG�KDYH�LQFUHDVHG�
7KH�IRUPHU�6RYLHW�EORF�SURYLGHV�ZHDSRQV�DQG�SHUVRQQHO�WR�ERWK�VLGHV�LQ�$QJROD��%RWK
(ULWUHD� DQG� (WKLRSLD� KDYH� UHFHLYHG� DUPV� IURP� WKH� )68�� LQFOXGLQJ� DGYDQFHG� FRPEDW
DLUFUDIW�DQG�PHUFHQDU\�SLORWV��+DJHOLQ�HW�DO��������������5XVVLDQ�,VUDHOL�FRPSDQLHV�KDYH
DOVR�WDNHQ�RYHU�IURP�GH�%HHUV�DV�RQH�RI� WKH� ODUJHVW�EX\HUV�RI�GLDPRQGV�IURP�$QJROD�
DQG�5XVVLDQ�RUJDQL]HG�FULPH�LV�DFWLYH�LQ�WKH�UHJLRQ��$GGLVRQ�DQG�1GLNXPDQD��������,Q
VXPPDU\��WKH�SHRSOH�RI�$QJROD��(ULWUHD��(WKLRSLD��0R]DPELTXH�DQG�6RPDOLD�SDLG�D�KLJK
SULFH�IRU�WKH�FROG�ZDU��WKH�HIIHFWV�RI�ZKLFK�OLYH�RQ�

� 7KH�SUHVHQW�VLWXDWLRQ

2XU�SURMHFW�IRFXVHV�RQ�LVVXHV�WKDW�KDYH�ORQJ�WHUP�GHYHORSPHQWDO�LPSDFW��UDWKHU�WKDQ�RQ
FRPSLOLQJ�D�FKURQLFOH�RI�FXUUHQW�HYHQWV��$GGLVRQ�����D���1HYHUWKHOHVV��ZH�PXVW�UHSRUW
KHUH� WKH� GUDPDWLF� HYHQWV� RI� WKH� ODVW� WZR� \HDUV� LQ� RUGHU� WR� SURYLGH� FRQWH[W�� 3UHVHQW
VLWXDWLRQV��DV�RI�6HSWHPEHU�������FDQ�EH�VXPPDUL]HG�DV�IROORZV�

$QJROD¶V�WUDJHG\�FRQWLQXHV��7KH�JRYHUQPHQW�KDV�XVHG�ULVLQJ�RLO�UHYHQXHV�WR�VWUHQJWKHQ
LWV� IRUFHV�� DQG�KDV� SXVKHG�81,7$�EDFN�� ,QWHUQDWLRQDO� VDQFWLRQV� RQ� WKH� VDOH� RI� µEORRG
GLDPRQGV¶� KDYH� DOVR� UHGXFHG�81,7$¶V� UHYHQXHV�� IURP� ����� WR� �����81,7$� HDUQHG
VRPHZKHUH� EHWZHHQ� 86�� �� ELOOLRQ� DQG� 86�� ���� ELOOLRQ� �*OREDO�:LWQHVV� ������� %XW
81,7$�LV�VWLOO�D�SRWHQW��DQG�SURILWDEOH��JXHUULOOD�IRUFH��6DYLPEL¶V�LQWUDQVLJHQFH�LQ�VRPH
ZD\V�VXLWV�WKH�JRYHUQPHQW�ZKLFK�FRQWLQXHV�WR�XVH�WKH�ZDU�DV�DQ�H[FXVH�IRU�IUXVWUDWLQJ
SROLWLFDO� OLEHUDOL]DWLRQ��DYRLGLQJ�HFRQRPLF�UHIRUP��DQG�LJQRULQJ�WKH�SOLJKW�RI�$QJROD¶V
SRRU��0RUH�KRSHIXOO\��WKH�-XO\������SHDFH�FRQIHUHQFH�RUJDQLVHG�E\�FKXUFKHV�DQG�1*2V
LV�EHJLQQLQJ�WR�LQIOXHQFH�WKH�SROLWLFDO�SURFHVV�

*XLQHD�%LVVDX¶V�SROLWLFV�UHPDLQ�H[WUHPHO\� IUDJLOH�� ,Q�)HEUXDU\�������.XPED� ,DOD�ZDV
VZRUQ� LQ� DV� SUHVLGHQW� DIWHU� ZLQQLQJ� WKH� HOHFWLRQV�� +H� WRRN� RYHU� IURP� 0DODP� %DFDL
6DQKD� ZKR� ZDV� LQVWDOOHG� E\� WKH� PLOLWDU\� DV� LQWHULP� SUHVLGHQW� DIWHU� WKH\� RYHUWKUHZ
3UHVLGHQW�-RmR�%HUQDUGR�9LHLUD�LQ�0D\������IROORZLQJ�WKH����PRQWK�ZDU�WKDW�EHJDQ�LQ
����� �.RYVWHG� DQG� 7DUS� ������� 7KH� OHDGHU� RI� WKH� ����� PLOLWDU\� UHYROW�� *HQHUDO
$QVXPDQH�0DQH�� UHWDLQV� FRQVLGHUDEOH� SROLWLFDO� LQIOXHQFH�� WKH� PLOLWDU\� ZHUH� DVVLJQHG
ILYH� PLQLVWULHV� LQ� WKH� QHZ� JRYHUQPHQW� DQG� WKHLU� GHPDQGV� WKUHDWHQ� WR� XQGHUPLQH
HFRQRPLF�UHFRYHU\�

(ULWUHD�DQG�(WKLRSLD�DJUHHG�D�FHDVH�ILUH�LQ�-XQH������DQG�81�SHDFHNHHSHUV�DUH�DERXW�WR
EH� GHSOR\HG�� 'HVSLWH� (WKLRSLD¶V� ����� )HGHUDO� &RQVWLWXWLRQ�� GHPDQGV� IRU� VHFHVVLRQ
FRQWLQXH� �%HYDQ� ������� (ULWUHD� LV� SURYLGLQJ� PDWHULDO� VXSSRUW� WR� 2JDGDQ� DQG� 2URPR
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VHSDUDWLVWV�ZKR�DFFXVH�WKH�µ7LJUD\�5HJLPH¶�LQ�$GGLV�$EDED�RI� LJQRULQJ� WKHLU� UHJLRQV¶
SOLJKW�LQ�WKH�����������GURXJKW��7KH�VXGGHQ�FROODSVH�RI�(ULWUHDQ�IRUFHV�LQ�WKH�IDFH�RI
WKH� ����� (WKLRSLDQ� RIIHQVLYH� VHULRXVO\� GHQWHG� WKH� FRXQWU\¶V� PLOLWDU\� SULGH�� DQG� WKH
OHDGHUVKLS¶V�DXWKRULW\�KDV�EHHQ�ZHDNHQHG��*LONHV�DQG�3ODXW��������(ULWUHD�KDV�SDWFKHG
XS� LWV� UHODWLRQV�ZLWK�6XGDQ²WR�FRXQWHUDFW�(WKLRSLDQ�DVVLVWDQFH� WR�(ULWUHDQ�RSSRVLWLRQ
JURXSV�EDVHG�WKHUH²EXW�LWV�ERUGHU�GLVSXWH�ZLWK�'MLERXWL�FRQWLQXHV�

$OO�RI�WKHVH�ZDUV�KDYH�VWURQJ�UHJLRQDO�GLPHQVLRQV��,Q�PLG�������$QJRODQ�IRUFHV�FDPH�WR
WKH�DLG�RI� WKH�.DELOD�JRYHUQPHQW� LQ� WKH�'HPRFUDWLF�5HSXEOLF�RI�&RQJR� �'5&�� WR�FXW
81,7$¶V� VXSSO\� OLQHV�� $QJRODQ� IRUFHV� DOVR� LQWHUYHQHG� GHFLVLYHO\� LQ� &RQJR�
%UD]]DYLOOH¶V������FLYLO�ZDU�IRU�PXFK�WKH�VDPH�UHDVRQ��$QJROD¶V�ZDU�SHULRGLFDOO\�VSLOOV
RYHU� LQWR� QRUWKHUQ�1DPLELD�� DQG�$QJROD� DQG� =DPELD� KDYH� FRPH� FORVH� WR� ZDU� �VRPH
81,7$� VXSSO\� OLQHV� UXQ� WKURXJK� =DPELD��� ,Q� 6RPDOLD�� (ULWUHD� KDV� EDFNHG� ZDUORUG
+XVVHLQ�$LGHHG��DQG�(WKLRSLD�LV�VXSSRUWLQJ�6RPDOL�IDFWLRQV�RSSRVHG�WR�$LGHHG��*XLQHD�
%LVVDX¶V� UHODWLRQV� ZLWK� 6HQHJDO²ZKLFK� XVHG� DQ� (&2:$6� PDQGDWH� WR� LQWHUYHQH
XQVXFFHVVIXOO\� RQ� WKH� VLGH� RI� 3UHVLGHQW� 9LHLUD� GXULQJ� WKH� �������� FRQIOLFW²UHPDLQ
XQHDV\�� 6HFHVVLRQLVW� IRUFHV� LQ� 6HQHJDO¶V� &DVDPDQFH� SURYLQFH� RSHUDWH� IURP� *XLQHD�
%LVVDX��DQG�*HQHUDO�$QVXPDQH�0DQH�LV�DOOHJHG�WR�KDYH�VPXJJOHG�ZHDSRQV�WR�WKHP�

7KH� GHYHORSPHQWDO� LPSDFW� KDV� EHHQ� QHDU� FDWDVWURSKLF�� *URZWK� WKURXJK� PXWXDOO\
EHQHILFLDO�WUDGH�KDV�ZLWKHUHG��(ULWUHD�DQG�(WKLRSLD�DUH�XQOLNHO\�WR�DFKLHYH�KLJK�JURZWK
XQOHVV� ELODWHUDO� WUDGH� UHVXPHV��� QDWLRQDO� WUHDVXULHV� DUH� GUDLQHG� �(WKLRSLD� VSHQW� 86�� �
PLOOLRQ�SHU� GD\� DW� WKH� FRQIOLFW¶V� KHLJKW��� DQG� LW� LV� KDUG� WR� UDLVH� VRFLDO� VSHQGLQJ�ZKHQ
PLOLWDU\�VSHQGLQJ�LV�LQFUHDVLQJ²$QJROD�VSHQGV�DW�OHDVW�86����RQ�WKH�PLOLWDU\�IRU�HYHU\
GROODU�RQ�KHDOWK��$GDXWD�HW�DO��������$GGLVRQ�DQG�1GLNXPDQD�������� ,PSURYHPHQWV�LQ
WKH� GRQRU�JRYHUQPHQW� UHODWLRQVKLS²LQFOXGLQJ� VHFWRU�ZLGH� DSSURDFKHV� WR� SXEOLF�
H[SHQGLWXUH� PDQDJHPHQW� DQG� UHGXFHG� SROLF\�FRQGLWLRQDOLW\²KDYH� EHHQ� IUXVWUDWHG� E\
WKH� ZDUV� LQ� (WKLRSLD� DQG� *XLQHD�%LVVDX�� 7KH� VWDUW� RI� GHEW� UHOLHI� IRU� WKHVH� FRXQWULHV
XQGHU�WKH�+,3&�LQLWLDWLYH�LV�DOVR�GHOD\HG��VHH�$GGLVRQ�DQG�1GLNXPDQD��������7KH�8.
DQG� RWKHU� ELODWHUDO� GRQRUV� FRQWLQXH� WR� SURYLGH� KXPDQLWDULDQ� DVVLVWDQFH� WR� UHOLHYH� WKH
HIIHFWV� RI� WKH� GURXJKW�� EXW� QHZ� GHYHORSPHQW� SURMHFWV� DUH� PRVWO\� RQ� KROG�� 7KH� 8.¶V
6HFUHWDU\� RI� 6WDWH� IRU� ,QWHUQDWLRQDO� 'HYHORSPHQW�� &ODUH� 6KRUW�� UHIOHFWHG� WKH� YLHZV� RI
PDQ\�GRQRUV�ZKHQ�VKH�UHFHQWO\�VWDWHG�WKDW��6KRUW����������

µ2Q� (WKLRSLD�� EHFDXVH� RI� WKH� ZDU� ZLWK� (ULWUHD�� %ULWDLQ� OLNH� RWKHUV� KDV
UHGXFHG� ORQJ�WHUP� DLG� EHFDXVH�ZH� DUH� QRW� FRQILGHQW� WKDW� WKH� UHVRXUFHV
ZRXOG�DFWXDOO\�EH�XVHG�WR�EHQHILW�WKH�SHRSOH�RI�WKH�FRXQWU\�DQG�EHFDXVH
RWKHUZLVH� WKH� UHVRXUFHV� SXW� LQ� E\� GRQRUV� ZRXOG� VLPSO\� EH� XVHG� WR
VXEVLGLVH�DUPV�VSHQGLQJ¶�

0HDQZKLOH��0R]DPELTXH�KDV�EHHQ�WKH�RQO\�FRXQWU\�WR�DFKLHYH�DQ\WKLQJ�OLNH�D�VWDWH�RI
SHUPDQHQW�SHDFH��'HVSLWH�5HQDPR¶V�SHULRGLF�WKUHDWV�WR�SXOO�RXW�RI�HOHFWRUDO�SROLWLFV��WKH
SRVW�ZDU�SROLWLFDO�VHWWOHPHQW�VWLOO�KROGV��)UHOLPR�ZRQ�WKH������HOHFWLRQV��ZLWK������SHU
FHQW�RI�WKH�YRWH�LQ�WKH�SUHVLGHQWLDO�HOHFWLRQV�DQG�D�PDMRULW\�RI�SDUOLDPHQWDU\�VHDWV�LQ�WKH
OHJLVODWLYH� HOHFWLRQV���5HQDPR�DOOHJHG� HOHFWRUDO� IUDXG�� EXW� WKH� HOHFWLRQV�ZHUH� GHFODUHG
IUHH�RI�PDMRU�V\VWHPDWLF�SUREOHPV�E\�LQWHUQDWLRQDO�REVHUYHU�PLVVLRQV��3RWWLH�������

%XW� 0R]DPELTXH¶V� SROLWLFDO� OHDGHUV� PXVW� DYRLG� FRPSODFHQF\� DERXW� WKH� SRVW�ZDU
SROLWLFDO� VHWWOHPHQW�� 6LQFH� ERWK� SDUWLHV� GHULYH� WKHLU� SROLWLFDO� VXSSRUW� IURP� UHJLRQDO
VWURQJKROGV�� DQG� 5HQDPR� JHWV� PXFK� RI� LWV� VXSSRUW� IURP� WKH� SRRUHVW� UHJLRQV�
SROLF\PDNHUV�PXVW� HQVXUH� WKDW� JURZWK� LV� VXIILFLHQWO\� EURDG�EDVHG� WR� FORVH� WKH� JDS� LQ



��

OLYLQJ� VWDQGDUGV� EHWZHHQ� UHJLRQV� �DYHUDJH� FRQVXPSWLRQ� SHU� FDSLWD� LQ� WKH� ULFKHVW
SURYLQFH� LV�RYHU�GRXEOH� WKDW�RI� WKH�SRRUHVW�SURYLQFH�� VHH�*20������������2WKHUZLVH�
SRRUHU� UHJLRQV� FRXOG� ORVH� FRQILGHQFH� LQ� WKH� DELOLW\� RI� SHDFHIXO� SROLWLFDO� SURFHVVHV� WR
DGGUHVV�WKHLU�SOLJKW��$QG�IRU�WKH�FRXQWU\�DV�D�ZKROH�� WKH�JRYHUQPHQW�PXVW�GR�PRUH� WR
FODULI\�DQG�SURWHFW�WKH�ULJKWV�RI�FRPPXQLWLHV�WR�QDWXUDO�FDSLWDO��VRLOV��ZDWHU��IRUHVWV�DQG
ILVKHULHV�� UHODWLYH� WR� WKRVH� RI� FRPPHUFLDO� LQWHUHVWV²WKLV� LVVXH� FDQ� RWKHUZLVH� FUHDWH
VHULRXV�ORFDO�OHYHO�FRQIOLFW��$GGLVRQ�������:X\WV�������� ,Q�WKH�VKRUW�WR�PHGLXP�WHUP�
WKH� FRXQWU\� LV� HQJDJHG� LQ� UHFRYHULQJ� IURP� WKH� ����� IORRGV� ZKLFK� NLOOHG� DERXW� ���
0R]DPELFDQV��GLVSODFHG����������DQG�GDPDJHG����SHU�FHQW�RI�WKH�FRXQWU\¶V�FXOWLYDWHG
ODQG��7KH�:RUOG�%DQN�HVWLPDWHV�WKDW�WKH�FRVW�RI�UHFRYHU\�VWDUWV�DW�86������PLOOLRQ��WR
UHVWRUH�WKH�VWDWXV�TXR��DQG�ULVHV�WR�86������PLOOLRQ�WR�EXLOG�WKH�LQIUDVWUXFWXUH�QHFHVVDU\
WR�SUHYHQW�WKH�UHFXUUHQFH�RI�F\FORQH�DQG�IORRGLQJ�GLVDVWHU��%HQILFD�HW�DO��������

,Q�VXPPDU\��$QJROD��(ULWUHD��(WKLRSLD��DQG�*XLQHD�%LVVDX�DUH�FHUWDLQO\�µZDU�WRUQ¶��DQG
WKH�µSRVW�FRQIOLFW¶�ODEHO�FDQ�RQO\�UHDOO\�EH�DSSOLHG�WR�0R]DPELTXH�ZLWK�DQ\�FRQYLFWLRQ�

� &RQFOXVLRQV

7KLV� SDSHU�� DQG� WKH� SURMHFW� RYHUDOO�� HPSKDVL]HV� WKH� LPSRUWDQFH� RI� QDWLRQDO� DFWRUV� WR
UHFRYHU\�LQ�$IULFD��$OWKRXJK�LQWHUQDWLRQDO�HIIRUWV�DUH�YHU\�QHFHVVDU\��WKH\�ZLOO�IDLO�LI�WKH
HQHUJLHV� RI� FRPPXQLWLHV�� SULYDWH� VHFWRUV�� DQG� VWDWHV� DUH� QRW� HIIHFWLYHO\� KDUQHVVHG�
7KHUHIRUH� VWUHQJWKHQLQJ� FRPPXQLW\� RUJDQL]DWLRQ� DQG� FDSDFLW\� WR� LGHQWLI\� DQG
LPSOHPHQW�ORFDO�OHYHO�SURMHFWV�LV�FUXFLDO�IRU�DLG�WR�DFKLHYH�SRYHUW\�UHGXFWLRQ��6LPLODUO\�
D� YLEUDQW� GRPHVWLF� SULYDWH� VHFWRU� HQFRXUDJHV� IRUHLJQ� LQYHVWPHQW� E\� SURYLGLQJ� SULYDWH
LQIUDVWUXFWXUH�DQG�EXVLQHVV�QHWZRUNV��$QG�ZLWKRXW�D�GHYHORSPHQW�VWDWH²GHPRFUDWLFDOO\
DFFRXQWDEOH� DQG� FDSDEOH� RI� LPSOHPHQWLQJ� SRYHUW\�UHGXFLQJ� GHYHORSPHQW²WKH� UHWXUQV
IURP�DLG�DQG�IRUHLJQ�LQYHVWPHQW�ZLOO�EH�OLPLWHG��0RUH�F\QLFDOO\��LQWHUQDWLRQDO�DFWRUV�FDQ
EH�ILFNOH�IULHQGV��WKH\�KDYH�WKHLU�RZQ�QDWLRQDO�LQWHUHVWV��DQG�DLG�LV�SUHVHQWO\�LQ�GHFOLQH�
&RXQWULHV�WKHUHIRUH�QHHG�WR�EXLOG�XS�WKHLU�GRPHVWLF�FDSDFLWLHV��WR�PDNH�WKH�EHVW�XVH�RI
ORFDO�UHVRXUFHV�DQG�WKH�DLG�WKDW�LV�DYDLODEOH�

$QRWKHU� VWXG\� FRXOG� EH� XQGHUWDNHQ� UHJDUGLQJ� WKH� LQWHUQDWLRQDO� IRUFHV� WKDW� KDYH
H[DFHUEDWHG�FRQIOLFW�LQ�RXU�VHOHFWHG�FRXQWULHV��DQG�WKH�UHDGHU�LV�UHIHUUHG�WR�DQDO\VHV�VXFK
DV�.DOGRU�DQG�9DVKHH�������DQG�1DI]LJHU�HW�DO���������%XW�WR�FRQFOXGH��ZH�VSHFLI\�VL[
DUHDV� LQ� ZKLFK� LQWHUQDWLRQDO� DFWLRQ� LV� XUJHQW�� DLG� SROLF\�� GHEW� UHOLHI�� SHDFHNHHSLQJ�
EULEHU\��ZDU�SURILWHHULQJ��DQG�DUPV�VXSSOLHV�

6XEVWDQWLDO�DPRXQWV�RI� IRUHLJQ� DLG�ZHQW� WR�GLFWDWRUV� DQG�EUXWDO� UHEHOV�GXULQJ� WKH�FROG
ZDU�� ,Q� WKH� ����V�� WKH� IRXU� ELJJHVW� UHFLSLHQWV� RI� 8QLWHG� 6WDWHV� DVVLVWDQFH� ZHUH� WKH
GLFWDWRUV� RI� /LEHULD�� 6RPDOLD�� DQG� =DLUH� �'5&�� WRJHWKHU� ZLWK� $QJROD¶V� 81,7$
�6WUHPODX�������������$OHVLQD�DQG�'ROODU����������� ILQG�WKDW�DW� WKH�PDUJLQ�FKDQJHV� LQ
DLG�IORZV�WHQG�WR�UHZDUG�GHPRFUDWL]DWLRQ�DQG�HFRQRPLF�UHIRUP��EXW�FRORQLDO� OLQNV�DQG
VWUDWHJLF�DOOLDQFHV�VWLOO�GRPLQDWH�WKH�FURVV�FRXQWU\�GLVWULEXWLRQ�RI�DLG��7KH�LQWHUQDWLRQDO
FRPPXQLW\�PXVW�UHPRYH�WKH�SROOXWLRQ�RI�DLG�E\�VWUDWHJLF�DQG�FRPPHUFLDO�REMHFWLYHV�LI�LW
LV�WR�EH�WUXO\�HIIHFWLYH��$QG�WKH�GHDI�HDU�WXUQHG�WR�KXPDQLWDULDQ�DSSHDOV�IRU�$IULFD�PXVW
HQG�DV�ZHOO��%\�$XJXVW������GRQRUV�KDG�JLYHQ�OHVV�WKDQ�KDOI�RI�WKH�86������PLOOLRQ�WKDW
WKH�81�QHHGHG�WR�DVVLVW�SHRSOH�LQ�FRXQWULHV�VXFK�DV�$QJROD�DQG�6RPDOLD��ZKLOH�DSSHDOV
IRU� DLG� WR� .RVRYR� UDSLGO\� UHDFKHG� WKHLU� 86�� ���� PLOOLRQ� WDUJHW²LQGLFDWLQJ
GLVFULPLQDWLRQ�LQ�KXPDQLWDULDQ�UHVSRQVHV��5DQGHO�HW�DO�������������2YHUDOO��DLG�WR�$IULFD
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KDV�GHFOLQHG�FRQWLQXDOO\�VLQFH�������DQG�VKRZV�QR�VLJQ�RI�UHFRYHU\�DV�\HW��$GGLVRQ�DQG
1GLNXPDQD��������$QG�QRW�HQRXJK�DLG�JRHV�WR� WKH�SRRUHVW�FRXQWULHV�� WKH�VKDUH�RI�(8
DLG�JRLQJ�WR�WKH�ZRUOG¶V�SRRUHVW�FRXQWULHV��PRVW�RI�ZKLFK�DUH�LQ�66$��IHOO�WR����SHU�FHQW
LQ������IURP����SHU�FHQW�LQ�������6KRUW�������

/LQNHG� WR� WKH� LVVXH� RI� DLG�� LV� WKDW� RI� GHEW� �ZKLFK� ZH� UHWXUQ� WR� LQ� $GGLVRQ� DQG
1GLNXPDQD��������$QJROD�DQG�WKH�'5&�KDYH�PRUWJDJHG�WKHLU�QDWXUDO�UHVRXUFH�ULFKHV�WR
WDNH�RQ�FRPPHUFLDO�GHEW�IRU�ZHDSRQV�SXUFKDVHV�DQG�WR�HQKDQFH�WKH�DOUHDG\�FRQVSLFXRXV
FRQVXPSWLRQ� RI� WKH� ULFK�� WKHVH� µRGLRXV¶� GHEWV� UHSUHVHQW� D� FRQVLGHUDEOH� ILQDQFLDO
FRQVWUDLQW�RQ�SRVW�ZDU� UHFRYHU\�� WKH�EXUGHQ�RI�ZKLFK�ZLOO�EH�ERUQH�E\�SRRU�GRPHVWLF
SRSXODWLRQV�ZKR�KDYH�OLWWOH�GHPRFUDWLF�LQIOXHQFH�RYHU�WKHLU�JRYHUQPHQWV��%XW�PXFK�RI
66$¶V� GHEW� LV� RIILFLDO�� RZHG� WR� ELODWHUDO� DQG�PXOWLODWHUDO� FUHGLWRUV�� 7KH� ,0)� DQG� WKH
:RUOG�%DQN�HVWLPDWH�WKDW�LI�WKH�QHW�SUHVHQW�YDOXH�RI�WKH�GHEW�WR�H[SRUW�UDWLR�H[FHHGV����
SHU�FHQW�WKHQ�IXOO�GHEW�VHUYLFH�LV�LPSRVVLEOH��WKH�PHGLDQ�UDWLR�IRU�WKH�+,3&V�LV�����SHU
FHQW��,0)�������� ,Q������0R]DPELTXH¶V� UDWLR�ZDV�������SHU�FHQW� �WKH�KLJKHVW�RI�DQ\
+,3&�XQGHUWDNLQJ�UHIRUP��GXH� WR� WKH�GHVWUXFWLRQ�RI� WKH�FRXQWU\¶V�H[SRUW�EDVH�DQG� WKH
UDSLG�DFFXPXODWLRQ�RI�FRQFHVVLRQDO�GHEW�DIWHU� WKH�VWDUW�RI� UHIRUP� LQ� WKH�PLG�����V�� ,Q
FRPSDULVRQ��QRQ�FRQIOLFW�7DQ]DQLD��DQRWKHU�+,3&��KDV�D�UDWLR�RI�����SHU�FHQW�

5LFK�FUHGLWRUV�KDYH�EHHQ�WDUG\�LQ�JUDQWLQJ�GHEW�UHOLHI�XQGHU�WKH�+,3&�LQLWLDWLYH�GHVSLWH
WKHLU� UKHWRULF�RI� FRQFHUQ��GHEW� UHOLHI� KDV� RQO\� MXVW� EHHQ� DQQRXQFHG� IRU�0R]DPELTXH��
'HEW�UHOLHI�FDQQRW�VHUYH�DV�DQ�LQFHQWLYH�IRU�SHDFH²DV�VXJJHVWHG�LQ�HDUO\������E\�8.
0LQLVWHU�RI�)LQDQFH��*RUGRQ�%URZQ²XQOHVV� FUHGLWRU� FRXQWULHV� LQFUHDVH� WKH� IOH[LELOLW\
DQG� WLPHOLQHVV�RI� WKH�+,3&�LQLWLDWLYH��2[IDP�LV�ULJKW� LQ�VXJJHVWLQJ� WKDW�GHEW� UHOLHI� IRU
(WKLRSLD� FDQ� EH� XVHG� WR� HQFRXUDJH� WKH� ����� FHDVHILUH� WR� KROG� �2[IDP� ,QWHUQDWLRQDO
����������+RZHYHU��(ULWUHD�ZLOO�FHUWDLQO\�SRLQW�RXW�WKH�DV\PPHWU\�RI�VXFK�DVVLVWDQFH²
VLQFH�LW�LV�QRW�D�+,3&²DQG�DQ\�GHEW�UHOLHI�WR�(WKLRSLD�PXVW�EH�EDODQFHG�E\�DQ�RIIHU�RI
UHFRQVWUXFWLRQ�DLG�WR�(ULWUHD��VHH�+DQVVRQ�������

$GGLVRQ� DQG�1GLNXPDQD� ������� DUJXH� WKDW� LPSURYLQJ� SHDFHNHHSLQJ� ZRXOG�PDNH� DLG
PRUH�HIIHFWLYH�E\�UHGXFLQJ�FRQIOLFW�DQG�IUHHLQJ�XS�GRPHVWLF�UHVRXUFHV�FXUUHQWO\�XVHG�LQ
PLOLWDU\�EXGJHWV��WKHUHE\�LQFUHDVLQJ�WKH�UHFXUUHQW�H[SHQGLWXUHV�DYDLODEOH�WR�PDWFK�DLG�
ILQDQFHG�FDSLWDO�H[SHQGLWXUHV���%XW�FORVLQJ�WKH�SUHVHQW�JDS�EHWZHHQ�WKH�UKHWRULF�DQG�WKH
UHDOLW\�RI�SHDFHNHHSLQJ�UHTXLUHV�WKDW�WKH�PDMRU�SRZHUV�UHYHUVH�WKHLU�SUHVHQW�LQGLIIHUHQFH
WR� 81� SHDFHNHHSLQJ� DQG� LWV� IXQGLQJ�� LQ� ����� 81� SHDFHNHHSLQJ� IRUFHV� LQ� $IULFD
QXPEHUHG�DOPRVW���������EXW�E\������ WKH\�KDG�GZLQGOHG� WR� OHVV� WKDQ������� �%HUPDQ
DQG�6DPV������������$IULFDQV�PXVW�DOVR�VWUHQJWKHQ�UHJLRQDO�SHDFHNHHSLQJ��DQG�HQG�WKH
XVH� RI� µSHDFHNHHSLQJ¶� LQWHUYHQWLRQV� WR� IXUWKHU� QDWLRQDO� DQG� FRPPHUFLDO� REMHFWLYHV
�ZKLFK�PRWLYDWHV�WKH�DFWLRQV�RI�$QJROD�DQG�=LPEDEZH�LQ�WKH�'5&���(QVXULQJ�WKDW�WKH
(ULWUHD�(WKLRSLD�FHDVH�ILUH�KROGV��DQG�WKDW�WKH�WZR�FRXQWULHV�PRYH�UDSLGO\�WR�QRUPDOL]H
UHODWLRQV��LV�D�FULWLFDO�WHVW�IRU�2$8�GLSORPDF\��$GGLVRQ�DQG�1GLNXPDQD�������

&RUUXSWLRQ�FRQWULEXWHV�WR�FRQIOLFW�E\�XQGHUPLQLQJ�WKH�VWDWH�DQG�LWV�LQVWLWXWLRQV��DQ�HIIHFW
WKDW�LV�YHU\�HYLGHQW�LQ�UHVRXUFH�ULFK�FRXQWULHV��$GGLVRQ�DQG�1GLNXPDQD��������,Q������
MXGLFLDO� LQYHVWLJDWLRQV� LQWR� WKH� )UHQFK� RLO� FRPSDQ\�� (OI�$TXLWDLQH�� UHYHDOHG� WKDW� WKH
FRPSDQ\�KDV�SDLG�86�����PLOOLRQ�SHU�\HDU� WR�KHDGV�RI� VWDWH�DQG�RWKHUV� LQ�$IULFD�DQG
HOVHZKHUH��LQ�D�V\VWHP�GHVFULEHG�E\�D�IRUPHU�FRPSDQ\�ERVV�DV�µ����D�WUDGLWLRQ�LQWURGXFHG
D� ORQJ� WLPH� DJR�� ZKRVH� RSDTXHQHVV� DQG� VHFUHF\�ZDV� WR� WKH� HQWLUH� VDWLVIDFWLRQ� RI� WKH
������������������������������������������������

� $IWHU�+,3&�GHEW�UHOLHI��0R]DPELTXH¶V�GHEW�ZLOO�IDOO�WR�����SHU�FHQW�RI�H[SRUWV��,0)�,'$�����������
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EHQHILFLDULHV¶� �*DWWHJQR� ������� 7KHVH� LQYHVWLJDWLRQV� UHYHDOHG� WKDW� $QJRODQV� WRS� WKH
OHDJXH� RI� WKH� ODUJHVW� µEHQHILFLDULHV¶�� ,QLWLDWLYHV� E\� LQWHUQDWLRQDO� EXVLQHVV� WR� LPSURYH
FRUSRUDWH� UHVSRQVLELOLW\� DUH� ZHOFRPH�� EXW� UHVRXUFHV� PXVW� EH� IRXQG� WR� VWUHQJWKHQ
LQGHSHQGHQW�DQG�REMHFWLYH�PRQLWRULQJ�E\�WKLUG�SDUWLHV�RI�FRUSRUDWH�HIIRUWV�DV�ZHOO��9RJO
�������6RPH�GRQRU� FRXQWULHV� QRZ� UHFRJQL]H� WKDW� WKH� VXSSO\� RI� EULEHV�PXVW� EH� FXW� WR
VWUHQJWKHQ� WKH� KDQG� RI� $IULFDQV� SXVKLQJ� IRU� GHPRFUDWL]DWLRQ� DQG� MXGLFLDO� UHIRUP� WR
UHGXFH� WKH� GHPDQG� IRU� EULEHV�� 7KH� 8.� UHFHQWO\� UHDIILUPHG� LWV� VXSSRUW� IRU� WKH� ����
2(&'� &RQYHQWLRQ� RQ� %ULEHU\�� %XW� WKLV� VWDQFH� QHHGV� WR� EH� WRXJKHQHG�� QRW� D� VLQJOH
SURVHFXWLRQ�IRU�EULEHU\�RYHUVHDV�KDV�\HW�EHHQ�EURXJKW�LQ�D�8.�FRXUW��RU�LQ�D�(XURSHDQ
FRXUW�HLWKHU��

&XWWLQJ�WKH�SURILWV�RI�ZDU�FDQ�UHGXFH�WKH�LQFHQWLYHV�RI�EHOOLJHUHQWV��7KXV�81�VDQFWLRQV
DJDLQVW�81,7$��DQG�WKH�EHODWHG�FRRSHUDWLRQ�RI�'H�%HHUV��KDYH�UHGXFHG�WKH�PRYHPHQW¶V
UHVRXUFHV��%XW��WKH�UHFHQW�UHSRUW�WR�WKH�81�VHFXULW\�FRXQFLO�RQ�WKH�YLRODWLRQ�RI�VDQFWLRQV
RQ�$QJRODQ�GLDPRQGV�KLJKOLJKWHG�OD[�FRQWUROV�LQ�%HOJLXP��WKH�PDLQ�PDUNHW�IRU�URXJK
VWRQHV��� DQG� WKH� LQYROYHPHQW� RI� VHYHUDO� $IULFDQ� SUHVLGHQWV� LQ� VDQFWLRQV� EXVWLQJ� �81
�������7KH�JOREDOLVDWLRQ�RI�ILQDQFH�KDV�HDVHG�PRQH\�ODXQGHULQJ��WKH�%DQN�RI�(QJODQG
KDV� IUR]HQ� 81,7$¶V� 8.� EDQN� DFFRXQWV� EXW� SDUNLQJ� ERRW\� LQ� WKH� ZRUOG¶V� RIIVKRUH
ILQDQFLDO�FHQWUHV��/LHFKWHQVWHLQ� LQ�SDUWLFXODU�� UHPDLQV�HDV\�ZKHQ� WKH�DXWKRULWLHV� WXUQ�D
EOLQG�H\H��RU�DUH�WKHPVHOYHV�FRUUXSWHG��$GGLVRQ�HW�DO��������

&XWWLQJ�WKH�VXSSO\�RI�LQWHUQDWLRQDO�DUPV�DQG�PHUFHQDULHV�UHGXFHV�WKH�SURILWV�RI�ZDU�E\
LQFUHDVLQJ�LWV�FRVWV�WR�EHOOLJHUHQWV��7KH������(8�&RGH�RI�&RQGXFW�RQ�DUPV�VDOHV�LV�RQO\
D�VWDUW�DQG�PXVW�EH�JLYHQ�ELJJHU�WHHWK��6DQFWLRQV�RQ�DUPV�VDOHV�WR�(ULWUHD�DQG�(WKLRSLD
FDPH� PXFK� WRR� ODWH�� DQG� ZHUH� WKHUHIRUH� LQHIIHFWLYH�� &RPPHUFLDO� PLOLWDU\� DVVLVWDQFH
IURP� WKH� )68�((� LV� SDUWLFXODUO\� SUREOHPDWLF�� UHIOHFWLQJ� DV� LW� GRHV� WKH� GLVDSSRLQWLQJ
WUDFN�UHFRUG�RI�HFRQRPLF�WUDQVLWLRQ�LQ�PXFK�RI�WKH�UHJLRQ��DQG�WKHUHIRUH�WKH�FRQWLQXHG
UHOLDQFH�RQ�WKH�PLOLWDU\�LQGXVWULDO�FRPSOH[�IRU�H[SRUW�HDUQLQJV��$QG�WKH�ZRUOG¶V�IDLOXUH
WR� WDNH� HDUO\� DFWLRQ� WR� KDOW� WKH� FRQIOLFW� LQ� WKH� IRUPHU� <XJRVODYLD� FRQWULEXWHG� WR� WKH
DUULYDO�RQWR�WKH�$IULFDQ�PDUNHW�RI�ODUJH�QXPEHUV�RI�PHUFHQDULHV�WRJHWKHU�ZLWK�DGYDQFHG
HTXLSPHQW�IURP�WKH�%DONDQV��$W�WKH�HQG�RI�WKH�GD\��WKH�LQWHUQDWLRQDO�FRPPXQLW\�FDQQRW
WUHDW�$IULFDQ�FRQIOLFWV�LQ�LVRODWLRQ�IURP�WKRVH�HOVHZKHUH�

)RU�WKH�ODVW�WZHQW\�\HDUV�WKH�ZRUGV�µ$IULFD¶�DQG�µ&ULVLV¶�KDYH�VHHPHG�LQVHSDUDEOH��<HW
IRU�DOO�WKH�GHVSDLU�WKHUH�DUH�PDQ\�VLJQV�RI�KRSH��$IULFDQV�GHGLFDWHG�WR�GHYHORSPHQW�DQG
SRYHUW\�UHGXFWLRQ�DUH�VWLOO�WR�EH�IRXQG�ZLWKLQ�JRYHUQPHQW��ZKLOH�WKH�ULFK�VRFLDO�IDEULF�RI
$IULFD²WKH� FKXUFKHV�� WUDGH� XQLRQV�� DQG� WHDFKHU� DVVRFLDWLRQV²FRQWLQXHV� WR� GHOLYHU
KXPDQ� GHYHORSPHQW� DW� WKH� ORFDO� OHYHO�� $IULFDQV� DUH� RIWHQ� PRUH� RSWLPLVWLF� DERXW� WKH
FRQWLQHQW¶V� IXWXUH� WKDQ� WKH� LQWHUQDWLRQDO�PHGLD�� DQG� WKH�GHYHORSPHQW�FRPPXQLW\�PXVW
ZRUN�ZLWK�WKHP²WKURXJK�SHDFHNHHSLQJ�DQG�PRUH�DQG�EHWWHU�DLG²WR�HQVXUH�WKDW�SHDFH�
QRW�ZDU��SUHYDLOV�
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5HIHUHQFHV

$GDXWD� GH� 6RXVD��0��� 7RQ\�$GGLVRQ�� %M|UQ� (NPDQ� DQG�cVD� 6WHQPDQ� �������� µ)URP
+XPDQLWDULDQ� $VVLVWDQFH� WR� 3RYHUW\� 5HGXFWLRQ� LQ� $QJROD¶� 'LVFXVVLRQ� 3DSHU
�IRUWKFRPLQJ���+HOVLQNL��818�:,'(5�

$GGLVRQ�� 7�� �HG��� �����D�� µ)URP� &RQIOLFW� WR� 5HFRQVWUXFWLRQ� LQ� $IULFD¶�� �3URMHFW
5HVHDUFK�3DSHUV���+HOVLQNL��818�:,'(5�

$GGLVRQ��7�������E���µ$LG�DQG�&RQIOLFW¶��LQ�)��7DUS��HG���)RUHLJQ�$LG�DQG�'HYHORSPHQW�
/RQGRQ��5RXWOHGJH����������

$GGLVRQ��7����������µ5HFRQVWUXFWLRQ�IURP�:DU�LQ�$IULFD��&RPPXQLWLHV��(QWUHSUHQHXUV�
DQG�6WDWHV¶��+HOVLQNL��818�:,'(5�'LVFXVVLRQ�3DSHU��IRUWKFRPLQJ��

$GGLVRQ��7���3��/H�%LOORQ��DQG�6��0��0XUVKHG���������µ)LQDQFH�LQ�&RQIOLFW¶��5HSRUW�WR
'),'��ZZZ�ZLGHU�XQX�HGX��

$GGLVRQ�� 7�� DQG� /�� 1GLNXPDQD� �������� µ6HHNLQJ� $IULFDQ� 6ROXWLRQV� WR� $IULFDQ
3UREOHPV¶��3URFHVVHG��+HOVLQNL��818�:,'(5��ZZZ�ZLGHU�XQX�HGX��

$GGLVRQ�� 7�� DQG� /HRQFH� 1GLNXPDQD� �������� µ2YHUFRPLQJ� WKH� )LVFDO� &ULVLV� RI� WKH
$IULFDQ�6WDWH¶��'LVFXVVLRQ�3DSHU�1R������+HOVLQNL��818�:,'(5�

$JXLODU�� 5HQDWR� �������� µ$QJROD¶V� ,QFRPSOHWH� 7UDQVLWLRQ¶�� 'LVFXVVLRQ� 3DSHU
�IRUWKFRPLQJ���+HOVLQNL��818�:,'(5�

$OHVLQD��$��DQG�'��'ROODU���������µ:KR�*LYHV�)RUHLJQ�$LG�WR�:KRP�DQG�:K\"¶��1%(5
:RUNLQJ�3DSHU�������&DPEULGJH�0$��1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK�

$OYHVVRQ�� 0�� DQG� 0�� =HMDQ� �������� µ*XLQHD�%LVVDX�� ,PSDFW� RI� WKH� 6WUXFWXUDO
$GMXVWPHQW�3URJUDPPH�RQ�WKH�:HOIDUH�RI�6PDOO�+ROGHU�)DUPHUV¶��LQ�0��%ORPVWU|P
DQG�0��/XQGDKO��HGV��(FRQRPLF�&ULVLV�LQ�$IULFD��3HUVSHFWLYHV�RQ�3ROLF\�5HVSRQVHV�
/RQGRQ��5RXWOHGJH����������

$QQDQ�� .�� �������� µ$IULFD� 1HHGV� 2XWVLGH� +HOS�� DQG� $OVR� 1HHGV� WR� +HOS� ,WVHOI¶�
,QWHUQDWLRQDO�+HUDOG�7ULEXQH������0D\�

$UQGW��&���+��7��-HQVHQ��DQG�)��7DUS���������µ6WDELOL]DWLRQ�DQG�6WUXFWXUDO�$GMXVWPHQW�LQ
0R]DPELTXH��DQ�$SSUDLVDO¶��-RXUQDO�RI�,QWHUQDWLRQDO�'HYHORSPHQW������������������

%HQILFD�� 5��� 3�� $UOLQGR�� 0�� 7�� :HEHU�� DQG� '�� 7VFKLUOH\� �������� µ5HSUHVHQWDWLYH
&KDUDFWHULVWLFV�RI�5XUDO�+RXVHKROGV�LQ�$UHDV�RI�&HQWUDO�DQG�6RXWKHUQ�0R]DPELTXH
$IIHFWHG� E\� WKH� ����� )ORRGV¶�� 5HVHDUFK� 3DSHU� ��(�� 0LFKLJDQ� 6WDWH� 8QLYHUVLW\�
'HSDUWPHQW� RI� $JULFXOWXUDO� (FRQRPLFV� DQG� 0LQLVWU\� RI� $JULFXOWXUH�� 0DSXWR�
0R]DPELTXH��3URMHFW�RQ�)RRG�6HFXULW\�

%HUPDQ�� (��*�� DQG�.�� (�� 6DPV� �������� µ.HHSLQJ� WKH� 3HDFH� LQ�$IULFD¶��'LVDUPDPHQW
)RUXP����8QLWHG�1DWLRQV�,QVWLWXWH�IRU�'LVDUPDPHQW�5HVHDUFK���������

%HYDQ�� 'DYLG� �������� µ7KH� )LVFDO� 'LPHQVLRQV� RI� (WKLRSLD¶V� 7UDQVLWLRQ� DQG
5HFRQVWUXFWLRQ¶��'LVFXVVLRQ�3DSHU��IRUWKFRPLQJ���+HOVLQNL��818�:,'(5�

%UDWWRQ�� 0�� DQG� 1�� YDQ� GH� :DOOH� �������� 'HPRFUDWLF� ([SHULPHQWV� LQ� $IULFD�
&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�

%URJDQ��3����������:RUOG�&RQIOLFWV��/RQGRQ��%ORRPVEXU\�
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&DVWHO�%UDQFR�� &DUORV�� &KULV� &UDPHU� ZLWK� 'HJRO� +DLOX� �������� µ3ULYDWL]DWLRQ� DQG
(FRQRPLF� 6WUDWHJ\� LQ� 0R]DPELTXH¶�� 'LVFXVVLRQ� 3DSHU� �IRUWKFRPLQJ��� +HOVLQNL�
818�:,'(5�

&KDEDO�� 3�� �������� µ$QJROD� DQG�0R]DPELTXH�� WKH�:HLJKW� RI� +LVWRU\¶�� 8QLYHUVLW\� RI
'XQGHH�� &RQWHPSRUDU\� 3RUWXJXHVH� 3ROLWLFV� DQG� +LVWRU\� 5HVRXUFH� &HQWUH
�KWWS���ZZZ�GXQGHH�DF�XN�FSKUF�VHFWLRQV�DUWLFOHV�FKDEDO��KWPO��

&KD]DQ��1���5��0RUWLPHU��-��5DYHQKLOO��DQG�'��5RWKFKLOG���������3ROLWLFV�DQG�6RFLHW\�LQ
&RQWHPSRUDU\�$IULFD��/RQGRQ��0DFPLOODQ�

&ODUNH�� :�� DQG� -�� +HUEVW� �������� /HDUQLQJ� IURP� 6RPDOLD�� 7KH� /HVVRQV� RI� $UPHG
+XPDQLWDULDQ�,QWHUYHQWLRQ��%RXOGHU��&2��:HVWYLHZ�3UHVV�

&RKHQ�� -�� 0�� DQG� 1��,�� ,VDNVVRQ� �������� µ)RRG� 3URGXFWLRQ� 6WUDWHJ\� 'HEDWHV� LQ
5HYROXWLRQDU\�(WKLRSLD¶��:RUOG�'HYHORSPHQW������������������

&ULVS�� -�� �������� µ7KH� µ3RVW�&RQIOLFW¶�&RQFHSW�� 6RPH�&ULWLFDO�2EVHUYDWLRQV¶��*HQHYD�
5HVHDUFK� DQG� 'HYHORSPHQW� 3ROLF\� 8QLW�� 8QLWHG� 1DWLRQV� +LJK� &RPPLVVLRQ� IRU
5HIXJHHV��$XJXVW��

'DOH\�� 6�� �������� µ,Q� 0R]DPELTXH�� *XQV� IRU� 3ORZVKDUHV� DQG� %LF\FOHV¶�� 1HZ� <RUN
7LPHV����)HEUXDU\����

'HUFRQ��6����������µ2Q�0DUNHW�,QWHJUDWLRQ�DQG�/LEHUDOL]DWLRQ��0HWKRG�DQG�$SSOLFDWLRQ
WR�(WKLRSLD¶��-RXUQDO�RI�'HYHORSPHQW�6WXGLHV������������������

'HYHUHX[��6����������µ)DPLQH�LQ�WKH�7ZHQWLHWK�&HQWXU\¶��:RUNLQJ�3DSHU�����%ULJKWRQ�
,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV�

)LQQHJDQ��:�� ��������$�&RPSOLFDWHG�:DU�� WKH�+DUURZLQJ� RI�0R]DPELTXH�� %HUNHOH\�
8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV�

)RUUHVW�� -��%�� ��������*XLQHD�%LVVDX��3RZHU��&RQIOLFW�DQG�5HQHZDO� LQ�D�:HVW�$IULFDQ
1DWLRQ��%RXOGHU�&2��:HVWYLHZ�3UHVV�

*DWWHJQR��+����������µ2LO�&RPSDQ\�6SHQW������PLOOLRQ�SHU�<HDU�RQ�%ULEHV¶��*XDUGLDQ
:HHNO\�������-XO\��5HSULQWHG�IURP�/H�0RQGH������

*LONHV��3���DQG�0��3ODXW���������µ7KH�:DU�LQ�WKH�+RUQ��WKH�&RQIOLFW�EHWZHHQ�(ULWUHD�DQG
(WKLRSLD¶��'LVFXVVLRQ�3DSHU�����/RQGRQ��7KH�5R\DO�,QVWLWXWH�RI�,QWHUQDWLRQDO�$IIDLUV�

*OREDO�:LWQHVV��������$�5RXJK�7UDGH��7KH�5ROH�RI�&RPSDQLHV�DQG�*RYHUQPHQWV�LQ�WKH
$QJRODQ�&RQIOLFW��/RQGRQ��*OREDO�:LWQHVV�

*20��*RYHUQPHQW�RI�0R]DPELTXH����������µ0R]DPELTXH��,QWHULP�3RYHUW\�5HGXFWLRQ
6WUDWHJ\� 3DSHU� �,3563�²,QFRUSRUDWLQJ� WKH� $FWLRQ� 3ODQ� IRU� WKH� 5HGXFWLRQ� RI
$EVROXWH� 3RYHUW\� �3$53$�¶�� 0DSXWR�� *RYHUQPHQW� RI� 0R]DPELTXH�� ��� )HEUXDU\
�KWWS���ZZZ��ZRUOGEDQN�RUJ�SUVS��

*ULIILQ��.����������7KH�(FRQRP\�RI�(WKLRSLD��/RQGRQ��0DFPLOODQ�

+DJHOLQ�� %��� 3�� '�� :H]HPDQ�� DQG� 6�� 7�� :H]HPDQ� �������� µ7UDQVIHUV� RI� 0DMRU
&RQYHQWLRQDO� :HDSRQV¶�� LQ� 6,35,� �HG��� 6,35,� <HDUERRN� ������ $UPDPHQWV�
'LVDUPDPHQW� DQG� ,QWHUQDWLRQDO� 6HFXULW\�� 2[IRUG�� 2[IRUG� 8QLYHUVLW\� 3UHVV� IRU� WKH
6WRFNKROP�,QWHUQDWLRQDO�3HDFH�5HVHDUFK�,QVWLWXWH����������



��

+DQVVRQ��*����������7KH�(WKLRSLDQ�(FRQRP\����������/RQGRQ��5RXWOHGJH�

+DQVVRQ��*|WH���������µ%XLOGLQJ�1HZ�6WDWHV��/HVVRQV�IURP�(ULWUHD¶��'LVFXVVLRQ�3DSHU
�IRUWKFRPLQJ���+HOVLQNL��818�:,'(5�

+HUEVW��-����������µ7KH�)DOO�RI�$IUR�0DU[LVP¶��-RXUQDO�RI�'HPRFUDF\����������������

+REHQ��$����������µ3DUDGLJPV�DQG�3ROLWLFV��WKH�&XOWXUDO�&RQVWUXFWLRQ�RI�(QYLURQPHQWDO
3ROLF\�LQ�(WKLRSLD¶��:RUOG�'HYHORSPHQW��������������������

,0)� �������� µ+HDYLO\� ,QGHEWHG� 3RRU� &RXQWULHV� �+,3&�� ,QLWLDWLYH�� &RXQWU\
,PSOHPHQWDWLRQ�6WDWXV�1RWHV¶��:DVKLQJWRQ�'&��,0)�����6HSWHPEHU��ZZZ�LPI�RUJ��

,0)�,'$� �������� µ5HSXEOLF� RI� 0R]DPELTXH�� 'HFLVLRQ� 3RLQW� 'RFXPHQW� IRU� WKH
(QKDQFHG� +HDYLO\� ,QGHEWHG� 3RRU� &RXQWULHV� �+,3&�� ,QLWLDWLYH¶�� :DVKLQJWRQ� '&�
,QWHUQDWLRQDO�0RQHWDU\�)XQG�DQG�WKH�,QWHUQDWLRQDO�'HYHORSPHQW�$VVRFLDWLRQ��0DUFK
����ZZZ�LPI�RUJ��

,\RE�� 5�� �������� µ7KH� (ULWUHDQ� ([SHULPHQW�� $� &DXWLRXV� 3UDJPDWLVP"¶�� -RXUQDO� RI
0RGHUQ�$IULFDQ�6WXGLHV������������������

.DOGRU�� 0�� DQG� %�� 9DVKHH� �HGV�� ������� 5HVWUXFWXULQJ� WKH� *OREDO� 0LOLWDU\� 6HFWRU�
9ROXPH����1HZ�:DUV��/RQGRQ��3LQWHU�IRU�818�:,'(5�

.HOOHU��(��-��DQG�'��5RWKFKLOG��HGV����������$IUR�0DU[LVW�5HJLPHV��%RXOGHU�&2��/\QQH
5LHQQHU�

.RYVWHG�� -HQV� DQG� )LQQ� 7DUS� �������� µ*XLQHD�%LVVDX�� :DU�� 5HFRQVWUXFWLRQ� DQG
5HIRUP¶��:RUNLQJ�3DSHU�1R�������+HOVLQNL��818�:,'(5��1RYHPEHU��

.ULVKQDQ��3��DQG�6��'HUFRQ���������µ,QFRPH�3RUWIROLRV�LQ�5XUDO�(WKLRSLD�DQG�7DQ]DQLD�
&KRLFHV� DQG� &RQVWUDLQWV¶��:RUNLQJ� 3DSHU� ������� &HQWUH� IRU� WKH� 6WXG\� RI� $IULFDQ
(FRQRPLHV��8QLYHUVLW\�RI�2[IRUG�

/H�%LOORQ��3����������µ$�/DQG�&XUVHG�E\�LWV�:HDOWK"�$QJROD¶V�:DU�(FRQRP\��������¶�
5HVHDUFK�LQ�3URJUHVV�����+HOVLQNL��818�:,'(5�

/HIHEYUH��-��$����������$UPV�IRU�WKH�+RUQ��86�6HFXULW\�3ROLF\�LQ�(WKLRSLD�DQG�6RPDOLD�
�����������3LWWVEXUJK�3$��8QLYHUVLW\�RI�3LWWVEXUJK�3UHVV�

0DF4XHHQ��1����������7KH�'HFRORQL]DWLRQ�RI�3RUWXJXHVH�$IULFD��/RQGRQ��/RQJPDQ�

0DFUDH�� -�� �������� µ$LGLQJ�3HDFH�DQG�:DU��81+&5��5HWXUQHH�5HLQWHJUDWLRQ�� DQG� WKH
5HOLHI�'HYHORSPHQW� 'HEDWH¶��:RUNLQJ� 3DSHU� ���� *HQHYD�� 81+&5�� �6HULHV�� 1HZ
,VVXHV�LQ�5HIXJHH�5HVHDUFK���ZZZ�XQKFU�FK�UHIZRUOG�SXE�ZSDSHUV�ZSQR���KWP��

1DI]LJHU��(��:���)��6WHZDUW�DQG�5��9l\U\QHQ��HGV����������7KH�2ULJLQV�RI�+XPDQLWDULDQ
(PHUJHQFLHV��:DU�DQG�'LVSODFHPHQW�LQ�'HYHORSPHQW�&RXQWULHV��9ROXPH�,�RI�:DU�
+XQJHU� DQG� 'LVSODFHPHQW�� 7KH� 2ULJLQV� RI� +XPDQLWDULDQ� (PHUJHQFLHV�� 2[IRUG�
2[IRUG�8QLYHUVLW\�3UHVV�IRU�818�:,'(5�

2WWDZD\��'��DQG�0��2WWDZD\���������$IURFRPPXQLVP��1HZ�<RUN��3UDHJHU�

2[IDP� ,QWHUQDWLRQDO� ������� µ+,3&� /HDYHV� 3RRU� &RXQWULHV� +HDYLO\� LQ� 'HEW¶�
�ZZZ�R[IDP�RUJ�HGXFDWLRQQRZ�QHZV��

3DUVRQV�� $�� �������� )URP� &ROG� :DU� WR� +RW� 3HDFH�� 81� ,QWHUYHQWLRQV� ����������
/RQGRQ��3HQJXLQ�
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3HWHUVRQ��6����������0H�$JDLQVW�0\�%URWKHU��$W�:DU�LQ�6RPDOLD��6XGDQ��DQG�5ZDQGD�
1HZ�<RUN��5RXWOHGJH�

3RWWLH��'����������µ7KH�0R]DPELTXH�(OHFWLRQV��5HQDPR�'HPDQGV�D�5HFRXQW¶��6RXWKHUQ
$IULFD�5HSRUW����������������

5DQGHO��-���7��*HUPDQ��DQG�'��(ZLQJ���������7KH�5HDOLW\�RI�$LG�������$Q�,QGHSHQGHQW
5HYLHZ�RI�3RYHUW\�5HGXFWLRQ�DQG�'HYHORSPHQW�$VVLVWDQFH��/RQGRQ��(DUWKVFDQ�

6KRUW�� &�� �������� µ6WUHQJWKHQLQJ� (XURSH¶V� 5ROH� LQ� ,QWHUQDWLRQDO� 'HYHORSPHQW�� $Q
$JHQGD� IRU� WKH� 1HZ� &RPPLVVLRQ¶�� %UXVVHOV� ��� -XO\�� �ZZZ�GILG�JRY�XN�
SXEOLF�QHZV�VS��MXO\���KWPO��

6KRUW�� &�� ������� µ6WDWHPHQW� RQ� $VVLVWDQFH� WR� (WKLRSLD¶�� /RQGRQ�� 'HSDUWPHQW� IRU
,QWHUQDWLRQDO� 'HYHORSPHQW�� �� $SULO�� �KWWS���ZZZ�GILG�JRY�XN�SXEOLF�QHZV�
SU�$SULO���KWPO��

6WUHPODX��-����������µ(QGLQJ�$IULFD¶V�:DUV¶��)RUHLJQ�$IIDLUV������������������

81��������µ5HSRUW�RI�WKH�3DQHO�RI�([SHUWV�RQ�9LRODWLRQV�RI�6HFXULW\�&RXQFLO�6DQFWLRQV
$JDLQVW�81,7$¶��5HSRUW�1R��6��������������0DUFK���1HZ�<RUN��8QLWHG�1DWLRQV�

9RJO�� )�� �������� µ7KH�6XSSO\�6LGH�RI�*OREDO�%ULEHU\¶��)LQDQFH� DQG�'HYHORSPHQW�� ��
�����������

:DOOHQVWHHQ�� 3�� DQG�0�� 6ROOHQEHUJ� �������� µ$UPHG� &RQIOLFW� ���������¶�� -RXUQDO� RI
3HDFH�5HVHDUFK������������������

:HEEHU��0����������µ7KH�7KLUG�:RUOG�DQG�WKH�'LVVROXWLRQ�RI�WKH�8665¶��7KLUG�:RUOG
4XDUWHUO\������������������

:LQWHU�1HOVRQ�� $�� �������� µ5XUDO� 7D[DWLRQ� LQ� (WKLRSLD�� ����������� $� 3ROLF\� 0DWUL[
$VVHVVPHQW�IRU�1HW�3URGXFHUV�DQG�1HW�&RQVXPHUV¶��)RRG�3ROLF\������������������

:X\WV�� 0DUF� �������� µ7KH� $JUDULDQ� 4XHVWLRQ� LQ� 0R]DPELTXH¶V� 7UDQVLWLRQ� DQG
5HFRQVWUXFWLRQ¶��'LVFXVVLRQ�3DSHU�1R������+HOVLQNL��818�:,'(5�



818�:RUOG� ,QVWLWXWH� IRU� 'HYHORSPHQW� (FRQRPLFV� 5HVHDUFK� �818�:,'(5�
ZDV� HVWDEOLVKHG� E\� WKH� 8QLWHG� 1DWLRQV� 8QLYHUVLW\� DV� LWV� ILUVW� UHVHDUFK� DQG
WUDLQLQJ�FHQWUH�DQG�VWDUWHG�ZRUN�LQ�+HOVLQNL��)LQODQG�LQ�������7KH�SXUSRVH�RI
WKH�,QVWLWXWH�LV�WR�XQGHUWDNH�DSSOLHG�UHVHDUFK�DQG�SROLF\�DQDO\VLV�RQ�VWUXFWXUDO
FKDQJHV� DIIHFWLQJ� WKH� GHYHORSLQJ� DQG� WUDQVLWLRQDO� HFRQRPLHV�� WR� SURYLGH� D
IRUXP� IRU� WKH� DGYRFDF\� RI� SROLFLHV� OHDGLQJ� WR� UREXVW�� HTXLWDEOH� DQG
HQYLURQPHQWDOO\� VXVWDLQDEOH� JURZWK�� DQG� WR� SURPRWH� FDSDFLW\� VWUHQJWKHQLQJ
DQG� WUDLQLQJ� LQ� WKH� ILHOG� RI� HFRQRPLF� DQG� VRFLDO� SROLF\�PDNLQJ�� ,WV� ZRUN� LV
FDUULHG�RXW�E\�VWDII�UHVHDUFKHUV�DQG�YLVLWLQJ�VFKRODUV�LQ�+HOVLQNL�DQG�WKURXJK
QHWZRUNV�RI�FROODERUDWLQJ�VFKRODUV�DQG�LQVWLWXWLRQV�DURXQG�WKH�ZRUOG�

818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5�
.DWDMDQRNDQODLWXUL���%��������+HOVLQNL��)LQODQG

&DPHUD�UHDG\�W\SHVFULSW�SUHSDUHG�E\�-DQLV�9HKPDDQ�.UHXOD�DW�818�:,'(5
3ULQWHG�DW�818�:,'(5��+HOVLQNL

7KH� YLHZV� H[SUHVVHG� LQ� WKLV� SXEOLFDWLRQ� DUH� WKRVH� RI� WKH� DXWKRU�V��� 3XEOLFDWLRQ� GRHV� QRW� LPSO\
HQGRUVHPHQW�E\�WKH�,QVWLWXWH�RU�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\��QRU�E\�WKH�SURJUDPPH�SURMHFW�VSRQVRUV��RI
DQ\�RI�WKH�YLHZV�H[SUHVVHG�

,661����������
,6%1�������������;��SULQWHG�SXEOLFDWLRQ�
,6%1����������������LQWHUQHW�SXEOLFDWLRQ�


