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7KH�%UHWWRQ�:RRGV� LQVWLWXWLRQV�� WKH� ,QWHUQDWLRQDO�0RQHWDU\� )XQG� �,0)�� DQG� WKH�:RUOG

%DQN�ZHUH�FUHDWHG�WR�EULQJ�DERXW�RUGHUO\�GHYHORSPHQW�RI�WKH�ZRUOG�HFRQRP\�LQ�WKH�SRVW�

:RUOG�:DU�,,�HUD��7KH�,0)�ZDV�WR�RYHUVHH�WKH�QHZ�LQWHUQDWLRQDO�PRQHWDU\�V\VWHP�RI�DQ

DGMXVWDEOH�SHJ�OLQNHG�WR�JROG��DQG�WKH�:RUOG�%DQN�WR�SURYLGH�ILQDQFLQJ�IRU�UHFRQVWUXFWLRQ

DQG�GHYHORSPHQW�SURMHFWV��2YHU� WKH�FRXUVH�RI�KDOI�D� FHQWXU\�� WKHLU� UROHV�KDYH�XQGHUJRQH

GUDVWLF� FKDQJHV� LQ� UHVSRQVH� WR� FKDQJHV� LQ� WKH� HFRQRPLF� UHDOLWLHV� DQG� WKH� GRPLQDQW

HFRQRPLF�WKLQNLQJ��7KH\�KDYH��DW�WKH�VDPH�WLPH��EHHQ�NH\�SOD\HUV�LQ�VKDSLQJ�WKH�ZRUOG�RI

WRGD\�� 5HIRUPLQJ� WKH� %UHWWRQ�:RRGV� LQVWLWXWLRQV� �%:,V�� ZLOO� EH� D� FULWLFDO� SDUW� RI� DQ\

HIIRUW�WR�UHIRUP�JOREDO�HFRQRPLF�JRYHUQDQFH�DV�ZH�HQWHU�WKH�QHZ�PLOOHQQLXP�

2Q� WKH� RFFDVLRQ� RI� WKH� ��WK� DQQLYHUVDU\� RI� WKH�%UHWWRQ�:RRGV� FRQIHUHQFH�� D� QXPEHU� RI

IRUXPV�H[DPLQHG�WKHVH�LQVWLWXWLRQV�DQG�SURSRVHG�YDULRXV�UHIRUPV���0RPHQWXP�IRU�VHULRXV

UHIRUP�RI�WKH�%:,V��KRZHYHU��GHYHORSHG�RQO\�DIWHU�WKH�$VLDQ�ILQDQFLDO�FULVLV�LQ������DQG

LWV� UHSHUFXVVLRQV� LQ� 5XVVLD� LQ� ������ ZKLFK� EURXJKW� WKH� ZRUOG� HFRQRP\� WR� WKH� EULQN� RI

FROODSVH�� ,W�ZDV� WKH�GHYDVWDWLRQ�RI� WKH�JUHDW�GHSUHVVLRQ�DQG� WKH�GLVDVWURXV�EUHDNGRZQ�RI
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WKH�LQWHUQDWLRQDO�PRQHWDU\�DQG�WUDGLQJ�V\VWHP�LQ�WKH�����V�WKDW�OHG�ZRUOG�OHDGHUV�WR�FUHDWH

WKH�%:,V��7KH�
LQYLVLEOH�KDQG
�PLVWDNHQO\�QXUWXUHG�WKH�EHOLHI�WKDW�VWDEOH�HFRQRPLF�JURZWK

UHTXLUHV� DFWLYH� HFRQRPLF� PDQDJHPHQW� E\� JRYHUQPHQW� LQ� ERWK� WKH� GRPHVWLF� DQG

LQWHUQDWLRQDO�VSKHUHV�� ,Q�WKH�ZDNH�RI�WKH�UHFHQW�ILQDQFLDO�WXUPRLO��WKH�ZRUOG�LV�RQFH�DJDLQ

GHEDWLQJ�D�QHZ�
LQWHUQDWLRQDO�ILQDQFLDO�DUFKLWHFWXUH
��

'HYLVLQJ� D� QHZ� DQG� VDIHU� LQWHUQDWLRQDO� ILQDQFLDO� DUFKLWHFWXUH� LV� QRW� WKH� RQO\� PDMRU

FKDOOHQJH�WR�WKH�%:,V��$OWKRXJK�FDSLWDO�IORZ�YRODWLOLW\�FRQFHUQV�PDLQO\�D�FRXSOH�RI�GR]HQ

PLGGOH�LQFRPH� GHYHORSLQJ� FRXQWULHV� DQG� WUDQVLWLRQ� HFRQRPLHV� �WKH� VR�FDOOHG� HPHUJLQJ

PDUNHWV��� LWV�SRWHQWLDO� WKUHDW� WR� WKH�HQWLUH� LQWHUQDWLRQDO� ILQDQFLDO�V\VWHP�PDNHV� LW� D� JUDYH

SUREOHP�LQGHHG��7KH�SHUVLVWHQW�KXQJHU�DQG�SRYHUW\�RI�WZR�ELOOLRQ�SHRSOH�DURXQG�WKH�ZRUOG

DQG�WKH�ODFN�RI�GHYHORSPHQW�LQ�WKH�SRRUHVW�FRXQWULHV�DOVR�SRVH�D�JUDYH�FKDOOHQJH��$PLGVW

FKHHUV�IRU�WKH�JUHDWO\�HIILFLHQW�JOREDOL]HG�PDUNHWV��WKH�SRRU�RI�WKH�ZRUOG�DUH�ORVLQJ�JURXQG

IXUWKHU��0RUH�WKDQ�KDOI�RI�WKH�ORZ�LQFRPH�HFRQRPLHV�VDZ�D�GHFOLQH�LQ�OLYLQJ�VWDQGDUGV�DQG

D�VLJQLILFDQW�ZLGHQLQJ�RI�WKH�GLVSDULW\�EHWZHHQ�ULFK�DQG�SRRU�FRXQWULHV�RYHU�WKH�SDVW�IHZ

GHFDGHV��:RUOG�%DQN��������7KH�%UHWWRQ�:RRGV� LQVWLWXWLRQV�PXVW�HQVXUH� WKDW� WKH�ZRUOG

HFRQRP\�SURYLGHV�RSSRUWXQLWLHV�IRU�SRRU�FRXQWULHV�WR�VLGH�VWHS�WKH�SRYHUW\�WUDS�DQG�WR�VWDUW

FDWFKLQJ�XS�ZLWK�GHYHORSHG�FRXQWULHV�

7KH� DFXWH� ILQDQFLDO� FULVLV� WKDW� WKUHDWHQV� WKH� PLGGOH�LQFRPH� FRXQWULHV� DQG� WKH� FKURQLF

GHYHORSPHQW�FULVLV�WKDW�JULSV�PRVW�RI�WKH�ORZ�LQFRPH�FRXQWULHV�FDOO�IRU�D�UDGLFDO�UHIRUP�RI

WKH�%:,V�� 7KLV� FKDSWHU� LV� DQ� DWWHPSW� WR� VXJJHVW� EURDG� GLUHFWLRQV� RI� UHIRUP�� ,W� HPSOR\V

KLVWRULFDO�DQG�LQVWLWXWLRQDO�DSSURDFKHV�LQ� WU\LQJ� WR�XQGHUVWDQG� WKH�VRXUFHV�RI� IDLOXUHV�DQG

OLPLWDWLRQV�RI�WKH�%:,V��$�GHWDLOHG�EOXHSULQW�IRU�UHIRUP�ZRXOG�UHTXLUH�PXFK�WHFKQLFDO�DQG
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DQDO\WLFDO� ZRUN� RQ� VSHFLILF� LVVXHV�� EXW� DW� WKLV� VWDJH�� LW� LV� PRUH� LPSRUWDQW� WR� IRUJH� D

FRQVHQVXV�RQ�WKH�GLUHFWLRQ�RI�UHIRUP�

7KH� UHVW� RI� WKH� FKDSWHU� LV� RUJDQL]HG� DV� IROORZV�� 7KH� IROORZLQJ� VHFWLRQ� UHYLHZV� WKH

HYROXWLRQ�RI�WKH�%:,V��LGHQWLI\LQJ�WKH�PDLQ�GULYLQJ�IRUFHV�EHKLQG�WKH�FKDQJHV�LQ�WKH�UROH

DQG�IXQFWLRQV�RI�WKH�V\VWHP��6HFWLRQ���GLVFXVVHV�LQVWLWXWLRQDO�UHIRUP��LQFOXGLQJ�UHIRUP�RI

JRYHUQDQFH�DQG�FRQGLWLRQDOLW\��6HFWLRQ���GLVFXVVHV�KRZ�WR�UHGHILQH�WKH�UROHV�RI�WKH�%:,V�

$�EULHI�FRQFOXVLRQ�IROORZV�

�� (92/87,21�2)�7+(�%5(7721�:22'6�,167,787,216

7KH� %UHWWRQ� :RRGV� LQVWLWXWLRQV� ZHUH� HVWDEOLVKHG� LQ� ����� DW� WKH� 1HZ� +DPSVKLUH

&RQIHUHQFH�ZKHUH�PDMRU�JRYHUQPHQWV�QHJRWLDWHG� WKH� LQVWLWXWLRQDO� VHW�XS� IRU� WKH� SRVWZDU

ZRUOG�HFRQRPLF�RUGHU��7KHVH�LQVWLWXWLRQV�KDYH�PDGH�FRQWLQXRXV�DGDSWDWLRQV�WR�UHIOHFW�WKH

FKDQJLQJ� HFRQRPLF� FLUFXPVWDQFHV� DQG� KDYH� EHFRPH� TXLWH� GLIIHUHQW� IURP� WKH� RULJLQDO

FRQFHSW��7KH�VLQJOH�PRVW�LPSRUWDQW�IDFWRU�LQ�WKLV�SURFHVV�RI�FKDQJH�KDV�EHHQ�WKH�HQRUPRXV

JURZWK�RI�FDSLWDO�PDUNHWV�ZLWK�LQFUHDVLQJ�PRELOLW\�RI�FDSLWDO�DFURVV�ERUGHUV�

���� 2ULJLQDO�GHVLJQ�DQG�WKH�JROGHQ�DJH

7KH� %UHWWRQ� :RRGV� V\VWHP� FRQVLVWHG� RI� WKUHH� HOHPHQWV�� $Q� DGMXVWDEOH� SHJ� V\VWHP� LQ

ZKLFK� WKH� 86� GROODU� SOD\HG� D� NH\� UROH� ZDV� LQWURGXFHG�� 5DWHV� RI� RWKHU� FXUUHQFLHV� ZHUH

SHJJHG�WR�WKH�GROODU�WKDW�ZDV�WR�PDLQWDLQ�D�IL[HG�SDULW\�WR�JROG�ZLWK�LQIUHTXHQW�FKDQJHV�LQ

WKH�SHJJHG�UDWHV��&DSLWDO�FRQWUROV�LQWURGXFHG�GXULQJ�WKH�ZDUWLPH�ZHUH�WR�UHPDLQ�LQ�SODFH�LQ
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DQ� HIIRUW� WR� SUHYHQW� VLPLODU� GLVUXSWLYH� FDSLWDO� IORZV� WKDW� RFFXUUHG� GXULQJ� WKH� LQWHU�ZDU

\HDUV��7R�RYHUVHH� WKLV�QHZ�PRQHWDU\� DSSURDFK�� WKH� ,0)�ZDV� FUHDWHG� DQG� HQGRZHG�ZLWK

ILQDQFLDO� UHVRXUFHV�DQG�SRZHUV�RI� VXUYHLOODQFH��([FKDQJH� UDWHV�ZHUH� WR�EH�DGMXVWHG�RQO\

ZLWK�,0)
V�DSSURYDO�ZKHQ�
IXQGDPHQWDO�GLVHTXLOLEULD
�RFFXUUHG��,Q�WKH�HYHQW�RI�WHPSRUDU\

GLVHTXLOLEULD�� WKH� ,0)�SURYLGHG� ILQDQFLQJ� WR�PHPEHU� FRXQWULHV� H[SHULHQFLQJ� EDODQFH�RI�

SD\PHQWV�GLIILFXOWLHV�LQ�RUGHU�WR�DOORZ�DGMXVWPHQWV�WR�EH�PDGH�ZLWKRXW�KDYLQJ�WR�UHVRUW�WR

H[FHVVLYHO\� GHIODWLRQDU\� SROLFLHV� RU� LPSRUW� UHVWULFWLRQV�� 7KLV� PRQHWDU\� DQG� ILQDQFLDO

DUUDQJHPHQW�ZDV�WR�SURYLGH�WKH�EDVLV�IRU�D�OLEHUDO�WUDGLQJ�V\VWHP��7KH�,QWHUQDWLRQDO�7UDGH

2UJDQL]DWLRQ� RULJLQDOO\� SURSRVHG� WR� RYHUVHH� LQWHUQDWLRQDO� WUDGH� GLG� QRW� PDWHULDOL]H�� EXW

*$77�EHFDPH�LWV�VXEVWLWXWH�

:KLOH�WKH�,0)�ZDV�GHVLJQHG�WR�SURYLGH�VKRUW�WHUP�EDODQFH�RI�SD\PHQWV�UHOLHI��WKH� ,%5'

ZDV�WR�DOORFDWH�ORQJHU�WHUP�IXQGV�IRU�LQYHVWPHQW�LQ�SURGXFWLYH�HQGHDYRXUV��7KH�,%5'�KDV

DGGHG��QHZ�DIILOLDWHV�WR�WKH�:RUOG�%DQN�*URXS��,)&�LQ�������,'$�LQ�������,&6,'�LQ�����

DQG�0,*$�LQ�������(YHQ�WKRXJK�WKH�:RUOG�%DQN�ZDV�DOPRVW�DQ�DIWHU�WKRXJKW�DW�WKH�WLPH

RI�LWV�FUHDWLRQ��LW�KDV�JURZQ�LQ�LPSRUWDQFH�WR�PDWFK�WKH� ,0)��7KH�%DQN
V�PLVVLRQ�ZDV�WR

LQWHUPHGLDWH� EHWZHHQ� WKH� FDSLWDO�PDUNHW� DQG� JRYHUQPHQWV� QHHGLQJ� ILQDQFLDO� VXSSRUW� IRU

UHFRQVWUXFWLRQ� DQG� GHYHORSPHQW� SURMHFWV�� %DFNHG� E\� WKH� XQFDOOHG� SRUWLRQ� RI� FDSLWDO

FRPPLWWHG� E\� PHPEHU� JRYHUQPHQWV�� WKH� %DQN� RIIHUV� IXQGV� DW� IDYRXUDEOH� UDWHV� DOVR� WR

FRXQWULHV� ZKLFK�ZRXOG� KDYH� GLIILFXOWLHV� DFTXLULQJ� ORDQV� RQ� WKH�PDUNHW� RU� ZKLFK� ZRXOG

KDYH�WR�ERUURZ�DW�FRQVLGHUDEO\�KLJKHU�LQWHUHVW��7KH�,QWHUQDWLRQDO�'HYHORSPHQW�$VVRFLDWLRQ

�,'$��� FUHDWHG� LQ� ������ SURYLGHV� FRQFHVVLRQDO� ORDQV� WR� SRRU� GHYHORSLQJ� FRXQWULHV� ZLWK

IXQGV�PDGH�DYDLODEOH�WKURXJK�JUDQWV�IURP�ULFK�FDSLWDO�H[SRUWLQJ�PHPEHU�JRYHUQPHQWV�
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7KH�TXDUWHU�FHQWXU\�IROORZLQJ�WKH�FUHDWLRQ�RI�WKH�%:,V�LV�GHVHUYLQJO\�GXEEHG�WKH�
JROGHQ

DJH
�� DQ� HUD�ZKHQ� WKH�ZRUOG�� H[FHSW� IRU�$IULFD� DQG�SDUWV�RI�$VLD��ZLWQHVVHG� WKH� JUHDWHVW

SHULRG�RI�SURVSHULW\� LQ�LWV�KLVWRU\��7KLV�HUD�DOVR�FRLQFLGHG�ZLWK�WKH�SHULRG�RI� WKH�%UHWWRQ

:RRGV�PRQHWDU\�V\VWHP�WKDW�HQGHG�ZLWK�WKH�WUDQVLWLRQ�WR�IORDWLQJ�H[FKDQJH�UDWHV�DPRQJ

PDMRU� FXUUHQFLHV� LQ� ������ ,W� ZRXOG�� KRZHYHU�� EH� PLVOHDGLQJ� WR� PDLQO\� DVFULEH� WKH

DFKLHYHPHQWV� RI� WKH� JROGHQ� DJH� WR� WKH� VXFFHVVIXO� IXQFWLRQLQJ� RI� WKH� %UHWWRQ� :RRGV

V\VWHP�

$W�WKH�FRQFOXVLRQ�RI�WKH�6HFRQG�:RUOG�:DU��WKH�FRQGLWLRQV�IRU�UDSLG�JURZWK�ZHUH�LQ�SODFH

VLQFH� WKH� IROORZHU� FRXQWULHV�SRVVHVVHG� DGYDQFHG� VRFLDO� FDSDELOLWLHV� QHHGHG� WR� EULGJH� WKH

YDVW� WHFKQRORJLFDO�JDS�EHWZHHQ�WKH�OHDGHU�FRXQWU\� �WKH�86��DQG� WKHPVHOYHV� �$EUDPRYLW]

�������7R�UHDOL]H�WKH�SRWHQWLDOV�RIIHUHG�E\�WKH�WHFKQRORJLFDO�JDS��GRPHVWLF�LQVWLWXWLRQV�IRU

FDSLWDO� DFFXPXODWLRQ� DQG� LQWHUQDWLRQDO� LQVWLWXWLRQV� IRU� ILQDQFLDO� VWDELOLW\� DQG� WUDGH

H[SDQVLRQ� ZHUH� UHTXLUHG�� 'RPHVWLF� LQVWLWXWLRQV� SURYLGHG� D� VRFLDO� FRPSURPLVH� EHWZHHQ

FDSLWDO� DQG� ODERXU�EDVHG� RQ� FROOHFWLYH� EDUJDLQLQJ� DQG� WKH�ZHOIDUH� VWDWH�� DQG� WKH�%UHWWRQ

:RRGV� LQVWLWXWLRQV�� DLGHG�E\� WKH�KHJHPRQLF� OHDGHUVKLS�RI� WKH�86�� DQG� RWKHU� LQVWLWXWLRQV

OLNH�WKH�(XURSHDQ�3D\PHQW�8QLRQ��(38��ILOOHG�WKH�QHHG�IRU�LQWHUQDWLRQDO�LQVWLWXWLRQV���7KH

%:,V�� WKHUHIRUH�� FRQVWLWXWHG�RQO\�RQH�DVSHFW�RI� WKH�JROGHQ�DJH��0RUHRYHU�� WKH� UHODWLYHO\

VPRRWK�RSHUDWLRQ�RI� WKHVH� LQVWLWXWLRQV�RZHG�D�JUHDW�GHDO� WR� WKH� VWDELOLW\�RI� WKH�HFRQRPLF

HQYLURQPHQW�RI�WKDW�SHULRG��(LFKHQJUHHQ��������:H�VKRXOG�QRQHWKHOHVV�QRWH�WKDW�WKH�%:,V

ZHUH� VXFFHVVIXO� LQ� SURPRWLQJ� ILQDQFLDO� VWDELOLW\� DQG� OLEHUDO� WUDGH� DPRQJ� WKH� DGYDQFHG

FRXQWULHV�� DQG� JLYLQJ� WKH� RSSRUWXQLW\� WR� GHYHORSLQJ� FRXQWULHV� WR� ODWFK�RQ� WR� D� JURZLQJ

ZRUOG�HFRQRP\�
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2QH�UHDVRQ�IRU�WKH�VXFFHVV�RI�WKH�%UHWWRQ�:RRGV�V\VWHP�ZDV�LWV�LQVWLWXWLRQDO�IOH[LELOLW\�DV

H[KLELWHG�� IRU� H[DPSOH�� E\� WKH�0DUVKDOO� 3ODQ� DQG� WKH�(38� FUHDWHG� WR� FRPSOHPHQW� %:,

IXQFWLRQV��$IWHU�WKH�VXFFHVVIXO�FXUUHQF\�FRQYHUWLELOLW\�RI�WKH�(XURSHDQ�FRXQWULHV��DFKLHYHG

ZLWK�WKH�KHOS�RI�(38��WKH�,0)�EHJDQ�WR�LQFUHDVH�LWV�DWWHQWLRQ�WR�WKH�GHYHORSLQJ�FRXQWULHV

LQ�WKH�����V��$QRWKHU�LPSRUWDQW�LQQRYDWLRQ�ZDV�WKH�FUHDWLRQ�RI�6'5V�LQ������WR�UHVSRQG

WR�WKH�VKRUWDJH�RI� LQWHUQDWLRQDO� OLTXLGLW\��+RZHYHU��RQH�RI� WKH�LQKHUHQW�GLIILFXOWLHV�RI� WKH

%UHWWRQ�:RRGV�V\VWHP�� VWHPPLQJ� IURP� WKH� DV\PPHWU\�EHWZHHQ� WKH�86�GROODU� DQG�RWKHU

FXUUHQFLHV��ZDV�WKH�FRQIOLFW�EHWZHHQ�DGHTXDWH�SURYLVLRQ�RI�LQWHUQDWLRQDO�OLTXLGLW\�DQG�86

EDODQFH�RI�SD\PHQWV�VWDELOLW\��NQRZQ�DV�WKH�7ULIILQ
V�GLOHPPD��7KH�FUHDWLRQ�RI�6'5V�ZDV

WR�EH� WKH� VROXWLRQ� WR� WKLV� SUREOHP�� EXW� EHFDXVH� RI� GLVSXWHV� RYHU� GLVWULEXWLRQ�� LW�ZDV� 
WRR

OLWWOH��WRR�ODWH
�WR�SUHYHQW�WKH�HYHQWXDO�IDOO�RI�WKH�%UHWWRQ�:RRGV�V\VWHP�

7KH�,%5'�DOVR�VKLIWHG�LWV�DWWHQWLRQ�IURP�UHFRQVWUXFWLRQ�WR�GHYHORSPHQW��,Q�������WKH�,'$

ZDV� HVWDEOLVKHG� WR� SURYLGH� FRQFHVVLRQDO� ORDQV� WR� SRRU� FRXQWULHV� ZLWK� OLPLWHG

FUHGLWZRUWKLQHVV��,W�ZDV�DQ�DWWHPSW�WR�DQVZHU�WKH�QHHGV�RI�WKH�QHZO\�LQGHSHQGHQW�FRXQWULHV

LQ� $IULFD� DQG� HOVHZKHUH� DQG�� DW� WKH� VDPH� WLPH�� D�PHDVXUH� WR�PHHW� WKH� GHPDQG� RI� � WKH

GHYHORSLQJ�FRXQWULHV�IRU�D�VRIW�ORDQ�RU�JUDQW�DJHQF\�XQGHU�WKH�DXVSLFHV�RI�WKH�81��7KHUH

ZDV�DOVR�DQ�LPSRUWDQW�VKLIW�LQ�WKH�DFWLYLWLHV�RI�WKH�:RUOG�%DQN��,QLWLDOO\��WKH�%DQN��IXQGHG

PDLQO\� LQIUDVWUXFWXUH�� ZLWK� WZR�WKLUGV� RI� LWV� DVVLVWDQFH� JRLQJ� WR� HOHFWULF� SRZHU� DQG

WUDQVSRUWDWLRQ�SURMHFWV�GXULQJ�WKH�ILUVW�WZR�GHFDGHV�RI�LWV�RSHUDWLRQV��EXW�ODWHU�GLYHUVLI\LQJ

LQWR�VRFLDO�SURMHFWV�DQG�IXQGLQJ�IRU�SROLF\�UHIRUP�
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���� $GDSWDWLRQV�LQ�WKH�ZRUOG�RI�LQFUHDVLQJ�FDSLWDO�PRELOLW\

$V�D�UHVXOW�RI�WKH�VKLIW�WR�WKH�IORDWLQJ�UDWHV�V\VWHP�LQ�������WKH�UHODWLYHO\�WUDQTXLO�%UHWWRQ

:RRGV�DSSURDFK�RI�IL[HG�H[FKDQJH�UDWHV�ZLWK� LQIUHTXHQW�DGMXVWPHQWV�JDYH�ZD\� WR�PXFK

JUHDWHU� H[FKDQJH� UDWH� YDULDELOLW\�� 7KH� WZR� RLO� VKRFNV� LQ� WKH� ����V� VKRRN� WKH� ZRUOG

HFRQRP\��7KHVH�ZHUH�IROORZHG�E\�WKH�GHEW�FULVLV�RI�WKH�����V��D�
ORVW
�GHFDGH�IRU�PDMRULW\

RI� WKH�GHYHORSLQJ�ZRUOG�� ,Q� WKH� ����V��ZRUOG� HFRQRP\�ZDV� IDFHG�ZLWK� WKH� FKDOOHQJH� RI

WUDQVIRUPLQJ� WKH�IRUPHU�VRFLDOLVW�SODQQHG�HFRQRPLHV� LQWR�FDSLWDOLVW�PDUNHW� HFRQRPLHV�� ,W

ZDV� DOVR� VHYHUHO\� WHVWHG� E\� WKH� YRODWLOLW\� RI� FDSLWDO� IORZV� WKDW� SURGXFHG� D� QHZ� IRUP� RI

ILQDQFLDO�FULVLV�RULJLQDWLQJ�IURP�FDSLWDO��UDWKHU�WKDQ�FXUUHQW��DFFRXQW�

8QGHUO\LQJ�PXFK�RI� WKLV� WXUEXOHQFH�ZDV� WKH� LQFUHDVLQJO\� IUHH�DQG�PDVVLYH�PRYHPHQW�RI

FDSLWDO��7KH�GHPLVH�RI� WKH�%UHWWRQ�:RRGV� 
IL[HG�EXW�DGMXVWDEOH
� UDWH�V\VWHP�LWVHOI�RZHV�D

JUHDW�GHDO� WR� WKLV��7KH�YHU\� VXFFHVV�RI� WKH�%:,V�PHDQW� WKDW�FRXQWULHV�KDG�EHFRPH�PRUH

LQWHJUDWHG� WKURXJK� LQFUHDVHG� WUDGH� DQG�FDSLWDO� IORZV�DV� H[FKDQJH� UHVWULFWLRQV� DQG� FDSLWDO

FRQWUROV� ZHUH� UHSODFHG� ZLWK� FRQYHUWLELOLW\� DQG� LQFUHDVLQJ� FDSLWDO� PRELOLW\�� :KLOH� WKHVH

KHOSHG� WR� IXHO� LQWHUQDWLRQDO� WUDGH�DQG� LQYHVWPHQW�� WKH\�DOVR�EHFDPH� WKH� IRUFH� WR�XQKLQJH

WKH� SDU� YDOXH� V\VWHP� EHFDXVH� DQ\� KLQW� RI� DQ� LPSHQGLQJ� GHYDOXDWLRQ�ZLWKLQ� WKLV� V\VWHP

ZRXOG�LQYLWH�VSHFXODWLYH�DWWDFNV��PDNLQJ�LW� LPSRVVLEOH�IRU�JRYHUQPHQWV�WR�PDNH�ORZ�NH\

H[FKDQJH� UDWHV� DGMXVWPHQWV�� DV� FKDQJHV� LQ� HFRQRPLF� IXQGDPHQWDOV� ZRXOG� KDYH

QHFHVVLWDWHG��'HYDOXDWLRQV�ZHUH��WKHUHIRUH��HIIHFWHG�RQO\�LQ�FULVLV�FRQGLWLRQV�DQG�DW�VHYHUH

SROLWLFDO�FRVW��7KHVH�GLIILFXOWLHV�ZHUH�DFFHQWXDWHG�E\� WKH�JUDGXDO� OLEHUDOL]DWLRQ�RI�FDSLWDO

PRYHPHQWV�� WKDW� LV�� LQFUHDVLQJ� FDSLWDO�PRELOLW\� FRPSRXQGHG� WKH� GLIILFXOW\� RI� EDODQFLQJ

IOH[LELOLW\�DQG�FRPPLWPHQW�LQKHUHQW�LQ�WKH�IL[HG�EXW�DGMXVWDEOH�H[FKDQJH�UDWH�V\VWHP�DQG

HYHQWXDOO\�OHG�WR�LWV�EUHDNGRZQ�
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7KH�GHEW�FULVLV��RULJLQDWLQJ�IURP�UHF\FOHG�RLO�GROODUV�LQ�WKH�DIWHUPDWK�RI�WKH�ILUVW�RLO�VKRFN�

ZDV�WULJJHUHG�E\�D�VWHHS�ULVH�LQ�LQWHUHVW�UDWHV�DQG�WKH�HQVXLQJ�ZRUOG�UHFHVVLRQ�RI�WKH�HDUO\

����V�� 7KH� FRPPHUFLDO� EDQN�FHQWUHG� UHF\FOLQJ� RI� RLO�GROODUV� GUDJJHG� PDQ\� GHYHORSLQJ

FRXQWULHV� LQWR� H[FHVVLYH� LQGHEWHGQHVV�� FUHDWLQJ� V\VWHPLF� ULVNV�� 7KH� )XQG� IDLOHG� WR

UHFRJQL]H�WKH�ULVNV�RI��RU�WR�LQWHUYHQH�LQ��WKLV�SURFHVV��(YHQ�DIWHU�WKH�RXWEUHDN�RI�WKH�GHEW

FULVLV�� ,0)�UHVSRQVH�ZDV�VORZ��ZHDN� DQG� LQDGHTXDWH�� DQG� UHVROXWLRQ�RI� WKH� FULVLV�KDG� WR

ZDLW� IRU�DQ� LQLWLDWLYH�RI� WKH�86�7UHDVXU\�� WKH�%UDG\�3ODQ�RI�������6LPLODU� IDLOXUHV�ZHUH

UHSHDWHG�LQ�WKH�����V��7KH�)XQG�IDLOHG�WR�IRFXV�RQ�WKH�JURZLQJ�ULVNV�RI� WKH�ODUJH�FDSLWDO

LQIORZV� LQWR� 0H[LFR� EHIRUH� WKH� �������� FULVLV�� RU� WKRVH� RI� $VLDQ� FRXQWULHV� EHIRUH� WKH

��������FULVLV�

7KH� VKLIW� IURP� WKH� SDU� YDOXH� V\VWHP� WR� IORDWLQJ� H[FKDQJH� UDWHV� VHHPHG� WR� GLPLQLVK� WKH

)XQG
V� UROH� DV� WKH� JXDUDQWRU� RI� H[FKDQJH�UDWH� VWDELOLW\� DQG� UHJXODWRU� RI� LQWHUQDWLRQDO

OLTXLGLW\�� DQG� WKH� )XQG� UHVSRQGHG� E\� LQWHQVLI\LQJ� LWV� 
VXUYHLOODQFH
� UROH� LQ� PRQLWRULQJ

GRPHVWLF� SROLFLHV�� 7KH� DUJXPHQW� ZDV� WKDW�� VLQFH� WKH� H[FKDQJH� UDWH� ZDV� JRLQJ� WR� EH

GHWHUPLQHG�LQ�WKH�PDUNHW��WKH�)XQG�QHHGHG�WR�PRQLWRU�QRW�RQO\�H[FKDQJH�UDWH�SROLF\��EXW

DOVR� GRPHVWLF� ILVFDO� DQG� PRQHWDU\� SROLFLHV� WKDW� DIIHFWHG� H[FKDQJH� UDWHV�� %XW� )XQG¶V

VXUYHLOODQFH�SURYHG�WR�EH�LQDGHTXDWH�LQ�VHFXULQJ�H[FKDQJH�UDWH�VWDELOLW\��7KH�IORDWLQJ�UDWH

V\VWHP�ZDV�FKDUDFWHUL]HG�E\�H[FHVVLYH�YRODWLOLW\�LQ�WKH�����V�XQGHU�PDQDJHG�IORDWLQJ�DQG

E\�ODUJH�PLVDOLJQPHQWV�LQ�WKH�����V�ZKHQ�WKH�86�DQG�-DSDQHVH�JRYHUQPHQWV�EHFDPH�PRUH

OLEHUDO�WRZDUGV�H[FKDQJH�UDWHV��/LEHUDOL]DWLRQ�RI�FDSLWDO�DFFRXQWV�OHG�WR�D�UDSLG�LQFUHDVH�LQ

JURVV�FDSLWDO�IORZV��PDNLQJ�H[FKDQJH�UDWHV�PRUH�VXVFHSWLEOH�WR�FKDQJHV�LQ�VHQWLPHQW�DQG

VKRUW�WHUP�PRYHPHQWV�RI�FDSLWDO�WKDQ�FKDQJHV�LQ�HFRQRPLF�IXQGDPHQWDOV�
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:KLOH� LW� ZDV� EHFRPLQJ� HYLGHQW� WKDW� HIIHFWLYH� FRRUGLQDWLRQ� RI� PDFURHFRQRPLF� DQG

H[FKDQJH�UDWH�SROLFLHV�RI�PDMRU� LQGXVWULDO�FRXQWULHV�ZDV�QHFHVVDU\�� WKH�)XQG�VKLHG�DZD\

IURP�WDNLQJ�DQ�DFWLYH�UROH�� OHDYLQJ�WKH�WDVN�RI�SROLF\�FRRUGLQDWLRQ�WR�WKH�VTXDEEOLQJ�*��

JRYHUQPHQWV��� ,QVWHDG�� )XQG� VXUYHLOODQFH� ZDV� FRQILQHG� WR� WKH� UROH� RI� 
OLPLWLQJ� WKH

OLNHOLKRRG�DQG�VHYHULW\�RI�GLIILFXOWLHV�FDOOLQJ�IRU�>LWV@�VXSSRUW
��0DVVRQ�DQG�0XVVD�������

,0)
V� XQHDVLQHVV� LQ� GHDOLQJ�ZLWK� WKH� H[FKDQJH�UDWH� LVVXH� LV� DOVR� UHIOHFWHG� LQ� LWV� FRXQWU\

SURJUDPPHV�� LQ� ZKLFK� UHFRPPHQGDWLRQV� ZDYHUHG� EHWZHHQ� IL[HG� DQG� IORDWLQJ� UDWHV�

&RQWUDU\�WR�ZKDW�LWV�QDPH�DQG�PDQGDWH�VXJJHVW��WKH�)XQG�UHPDLQHG�OHVV�FRQFHUQHG�DERXW

H[FKDQJH�UDWH�SROLF\�WKDQ�ILVFDO�SROLF\�DQG�LQIODWLRQ�

$IWHU�WKH�DEDQGRQPHQW�RI�WKH�%UHWWRQ�:RRGV�V\VWHP��WKH�)XQG�DQG�WKH�%DQN�HYROYHG�LQWR

DJHQWV�RI�VWUXFWXUDO�UHIRUP�IRU�GHEW�ULGGHQ�GHYHORSLQJ�FRXQWULHV��ZLWK�ORDQV�DV�LQGXFHPHQW

DQG� FRQGLWLRQDOLW\� DV� WKH� ZHDSRQ��:LWK� WKH� WUDQVIHU� WR� IORDWLQJ� H[FKDQJH� UDWHV� DQG� WKH

JURZWK� RI� FDSLWDO� PDUNHWV�� WKH� )XQG� EHFDPH� LUUHOHYDQW� DV� D� VRXUFH� RI� ILQDQFH� IRU� WKH

GHYHORSHG� FRXQWULHV� DQG� EHJDQ� WR� FRQFHQWUDWH� RQ� GHYHORSLQJ�� DQG� ODWHU� WUDQVLWLRQ�

FRXQWULHV��7KH�)XQG�ZDV�WKXV�PRYLQJ�FORVHU�WR�GHYHORSPHQW�ILQDQFLQJ�ZLWK�WKH�FUHDWLRQ�RI

VXFK�QHZ�ORQJHU�WHUP�ORDQ�IDFLOLWLHV�DV�WKH�([WHQGHG�)XQG�)DFLOLW\�LQ������DQG�6WUXFWXUDO

$GMXVWPHQW� )DFLOLW\� LQ� ������ ,Q� GRLQJ� VR�� WKH� )XQG� HPEDUNHG� RQ� D� SDWK� RI� VWUXFWXUDO

UHIRUPV� IRU� WKH� ERUURZLQJ� FRXQWULHV�� WKXV� VWUHWFKLQJ� LWV� PDQGDWH� E\� DUJXLQJ� WKDW� WKHVH

UHIRUPV�ZRXOG�VWUHQJWKHQ�WKH�FRXQWULHV
�SURVSHFWV�IRU�JURZWK�DQG�WKHUHE\�UHGXFH�H[FKDQJH

UDWH�LQVWDELOLW\�DQG�WKH�QHHG�IRU�,0)�DVVLVWDQFH��:KLOH�WKLV�VKLIW�VWDUWHG�DV�D�UHVSRQVH�WR�WKH

ILUVW� RLO� FULVLV� DQG� WKH� HQVXLQJ� EDODQFH�RI�SD\PHQWV� GLIILFXOWLHV� LQ� PDQ\� RLO�LPSRUWLQJ

FRXQWULHV�� IXOO�EORZQ�IRFXV�RQ�VWUXFWXUDO� UHIRUPV�ZDV�PRWLYDWHG�E\� WKH�GHEW�FULVLV�RI� WKH

����V��7KLV�PRYH�KDV�OHG�WR�ZLGHQLQJ�WKH�VFRSH�IRU�ORDQ�FRQGLWLRQV��$V�FKLHI�DUFKLWHFW�RI
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DGMXVWPHQW�SURJUDPPHV�� WKH�)XQG�QRZ�LQFRUSRUDWHG� D�ZKROH� UDQJH�RI� VWUXFWXUDO� UHIRUPV

RQ�LWV�DJHQGD�

7KH� %DQN�� RQ� WKH� RWKHU� KDQG�� EHJDQ� WR� JUDQW� ORDQV� IRU� EDODQFH�RI�SD\PHQWV� VXSSRUW� DV

PDQ\� GHYHORSLQJ� FRXQWULHV� H[SHULHQFHG� VHYHUH� PDFURHFRQRPLF� LPEDODQFHV� DQG� WKH

DFFXPXODWLRQ� RI� H[WHUQDO� GHEWV� DIWHU� WKH� RLO� FULVHV�� 7KH� %DQN� LQWURGXFHG� VWUXFWXUDO

DGMXVWPHQW� OHQGLQJ� LQ������� EXW� LW�ZDV� LQ� WKH� HDUO\� ����V� WKDW� WKH�%DQN�� LQ� DQ� HIIRUW� WR

WDFNOH�WKH�GHHSHQLQJ�HFRQRPLF�SUREOHPV�RI�GHYHORSLQJ�FRXQWULHV�� ODXQFKHG�LQ�HDUQHVW� LWV

SURJUDPPH� RI� UHIRUPV� WR� HOLPLQDWH� VWUXFWXUDO� ULJLGLWLHV� DQG� LPSURYH� LQFHQWLYHV��� 7KH

VWUXFWXUDO�DGMXVWPHQW�ORDQV�GLIIHUHG�IURP�SDVW�OHQGLQJ�PRGDOLWLHV�LQ�WKHLU�IRFXV�RQ�EDODQFH�

RI�SD\PHQWV�SUREOHPV�UDWKHU�WKDQ�RQ�VSHFLILF�SURMHFWV�RU�VHFWRU�UHIRUPV��DQG�LQWURGXFWLRQ

RI�H[SOLFLW�DQG�GHWDLOHG�FRQGLWLRQDOLWLHV��DV�ZHOO�DV�JUHDWHU�FRPPLWPHQW�RQ�WKH�SDUW�RI�WKH

%DQN�WR�HQIRUFH�WKHVH��.DSXU�������

:LWK�WKH�)XQG�PRYLQJ�FORVHU�WR�GHYHORSPHQW�ILQDQFLQJ�DQG�VWUXFWXUDO�UHIRUP�DQG�WKH�%DQN

LQFUHDVLQJ�LWV�UROH�IRU�EDODQFH�RI�SD\PHQW�VXSSRUW�DQG�SROLF\�UHIRUP��DFWLYLWLHV�VWDUWHG�WR

RYHUODS��$KOXZDOLD��������$W�WKH�VDPH�WLPH��WKH�YLHZV�RI�WKH�WZR�LQVWLWXWLRQV�FRQYHUJHG

JUHDWO\��SURGXFLQJ�WKH�VR�FDOOHG�
:DVKLQJWRQ�FRQVHQVXV
�WKDW�XQGHUSLQQHG�WKHLU�RSHUDWLRQV

LQ�GHYHORSLQJ�DQG�WUDQVLWLRQ�HFRQRPLHV�LQ�WKH�����V�DQG�����V�

���� :DVKLQJWRQ�FRQVHQVXV

7KH� :DVKLQJWRQ� FRQVHQVXV� UHIHUV� WR� WKH� GHYHORSPHQW� DSSURDFK� ZKLFK� DURVH� IURP� WKH

LQWHJUDWLRQ�RI� WUDGLWLRQDO� ,0)� FRQFHUQV� IRU�PDFURHFRQRPLF� VWDELOLW\� �DQWL�LQIODWLRQ�� DQWL�

GHILFLW� SROLFLHV�� DQG� WKH� %DQN
V� DJHQGD� RI� HIILFLHQF\�HQKDQFLQJ� UHIRUPV� �RSHQQHVV�
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FRPSHWLWLRQ�� GHUHJXODWLRQ�� SULYDWL]DWLRQ��� $� W\SLFDO� SDFNDJH� RI� ,0)� VWDELOL]DWLRQ� DQG

:RUOG� %DQN� DGMXVWPHQW� LQFOXGHV� ILVFDO� DQG� PRQHWDU\� DXVWHULW\�� GHYDOXDWLRQ�� WUDGH

OLEHUDOL]DWLRQ�� ILQDQFLDO� OLEHUDOL]DWLRQ� DQG� EDQNLQJ� V\VWHP� UHVWUXFWXULQJ�� SULFH

OLEHUDOL]DWLRQ�� SULYDWL]DWLRQ�� ODERXU� PDUNHW� GHUHJXODWLRQ�� WD[� UHIRUP� DQG� VXEVLG\� FXWV

�:LOOLDPVRQ�������

7KH�ELUWK�RI�WKH�:DVKLQJWRQ�FRQVHQVXV�UHIOHFWHG�D�VKLIW�LQ�LGHRORJ\�WRZDUG�QHROLEHUDOLVP

WKDW�HPHUJHG�DIWHU�WKH�HURVLRQ�RI�WKH�JROGHQ�DJH��7KH�JROGHQ�DJH�JURZWK�UHJLPH�KDG�EHHQ

EDVHG� RQ� D� VRFLDO� FRPSURPLVH� RQ� LQFRPH� GLVWULEXWLRQ� DQG� .H\QHVLDQ� PDQDJHPHQW� RI

GRPHVWLF�GHPDQG�DQG�LQWHUQDWLRQDO�OLTXLGLW\��7KH�VLQJOH�IDFWRU�UHVSRQVLEOH�IRU�WKH�GHPLVH

RI�WKH�JROGHQ�DJH�LV�GHEDWDEOH��EXW�SUREOHPV�DURVH�LQ�ERWK�DUHDV��0DUJOLQ�������6FKRU�DQG

<RX� ������� 5HQHZHG� FDSLWDO�ODERXU� FRQIOLFWV� DQG� PRXQWLQJ� GLIILFXOWLHV� VLQFH� WKH� ODWH

����V� LQ� WKH� PRQHWDU\� V\VWHP�� LQ� DGGLWLRQ� WR� VXFK� H[RJHQRXV� GLVWXUEDQFHV� DV� WKH� RLO

VKRFNV�� OHG� WR�D�SURILW�VTXHH]H��SURGXFWLYLW\� VORZGRZQ�DQG� ULVLQJ� LQIODWLRQ� LQ� WKH�����V�

1HROLEHUDOLVP� HPHUJHG� LQ� WKLV� FRQWH[W� DV� WKH� RIIHQVLYH� IURP� FDSLWDO�� ZLWK� WKH� DLP� WR

UHSXGLDWH�WKH�GHDO�ZLWK�ODERXU�DQG�WR�UHGXFH�WKH�UROH�RI�WKH�VWDWH�LQ�HFRQRPLF�PDQDJHPHQW�

7KH� FRQVHUYDWLYH� JRYHUQPHQWV� RI� 7KDWFKHU� DQG� 5HDJDQ� DW� WKH� EHJLQQLQJ� RI� WKH� ����V

XVKHUHG�LQ�WKH�HUD�RI�QHROLEHUDOLVP�

$V� LGHRORJ\� VKLIWHG� WRZDUG� QHROLEHUDOLVP�� .H\QHVLDQLVP� DQG� VWUXFWXUDOLVP� ZHUH

GLVFUHGLWHG�E\�HFRQRPLFV�SURIHVVLRQDOV��7KHVH�FKDQJHV� LQ� WKH�GRPLQDQW� WKLQNLQJ� IRUPHG

WKH�EDFNJURXQG�IRU� WKH�ULVH�RI� WKH�:DVKLQJWRQ�FRQVHQVXV��:KLOH�PDQ\�RI� WKH�SROLFLHV� LQ

WKH� :DVKLQJWRQ� SDFNDJH� FRXOG� KDYH� EHHQ� XVHIXO� LI� DSSOLHG� SUDJPDWLFDOO\�� WKH\� ZHUH

W\SLFDOO\�LPSOHPHQWHG�ZLWK�H[FHVVLYH�]HDO�LQ�DQ�HIIRUW� WR�DFKLHYH�WKH�WH[WERRN�LGHDO��DQG

ZLWKRXW� GXH� FRQVLGHUDWLRQ� WR� LQVWLWXWLRQDO� DQG� SROLWLFDO� IDFWRUV�� $V� D� UHVXOW�� WKH\� RIWHQ
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FUHDWHG� VXFK� XQH[SHFWHG� SUHVVXUHV� DV� GHPDQG� RYHUNLOO�� ILQDQFLDO� LQVWDELOLW\�� LQFUHDVHG

FRUUXSWLRQ� DQG� GHWHULRUDWLRQ� LQ� LQFRPH� GLVWULEXWLRQ� �7D\ORU� ������� 7KHVH� KDYH� EHHQ

SDUWLFXODUO\�DFXWH�LQ�WKH�FDVH�RI�WUDQVLWLRQ�HFRQRPLHV�ZKHUH�
ELJ�EDQJ
�UHIRUPV�KDYH�WDNHQ

SODFH�� 7KLV� LV� QRW� WKH� IRUXP� IRU� D� FRPSUHKHQVLYH� HYDOXDWLRQ� RI� )XQG�%DQN� VWUXFWXUDO

DGMXVWPHQW�SURJUDPPHV��6XIILFH�LW�WR�QRWH�WKDW�PRVW�VWXGLHV��LQFOXGLQJ�WKRVH�E\�%:,�VWDII

ILQG� QR� V\VWHPDWLF� HIIHFWV� RQ� JURZWK�� LQIODWLRQ� DQG� LQFRPH� GLVWULEXWLRQ�� DOWKRXJK

LQGLYLGXDO�FRXQWU\�HSLVRGHV�RI�GLVDVWHU�RU� VXFFHVV�DUH�FRPPRQ���7KH�VWXGLHV� UHSRUW�RQO\

PRGHUDWH�LPSURYHPHQW�LQ�WKH�EDODQFH�RI�SD\PHQWV�EXW�DW� WKH�FRVW�RI�GHFOLQLQJ�DJJUHJDWH

LQYHVWPHQW�

7KH� SUREOHPV� RI� WKH� :DVKLQJWRQ� FRQVHQVXV� PD\� EH� VXPPDUL]HG� DV� IROORZV�� *URZWK�

UHODWHG� GLDORJXH� WDNHV� LVVXH� ZLWK� WKH� VKRUW�WHUP� RULHQWDWLRQ� RI� DGMXVWPHQW� SURJUDPPHV�

&RPSUHVVLRQ� RI� DJJUHJDWH� GHPDQG� EHLQJ� WKH� SUHIHUUHG� PHDQV� RI� DGMXVWPHQW�� WKHVH

SURJUDPPHV�ZHUH� EODPHG� IRU� WKH� ODFN� RI� FRQFHUQ� IRU� LPSURYHPHQW� LQ� JURZWK� SURVSHFWV

DQG� RIWHQ� IRU� DFWXDO� GDPDJH� WR� JURZWK� SURVSHFWV� E\� LPSOHPHQWLQJ� FXWV� LQ� SXEOLF

LQYHVWPHQW� �7D\ORU� ������� (TXLW\�RULHQWHG� FULWLFLVP�� RQ� WKH� RWKHU� KDQG�� UHIOHFWV� WKH

DGYHUVH� HIIHFWV� RI� DGMXVWPHQW� SURJUDPPHV� RQ� SRYHUW\� DQG� LQFRPH� GLVWULEXWLRQ�� ,QGHHG�

VXFK� DGYHUVH� HIIHFWV� ZHUH� DSSDUHQW� LQ� PRVW� /DWLQ� $PHULFDQ� DQG� $IULFDQ� FRXQWULHV�

DOWKRXJK� QRW� LQ� $VLD� �6WHZDUW� ������� 7KH� VXVWDLQDELOLW\�RULHQWHG� GLDORJXH� FULWLFL]HV� WKH

%:,V�QRW�RQO\�IRU�WKHLU�LQVHQVLWLYLW\�RI�WKH�HQYLURQPHQWDO�LPSDFW�RI�WKHLU�SURJUDPPHV��EXW

DOVR�FULWLFL]HV�WKH�LQVWLWXWLRQV�IRU� WKHLU�VLQJOH�PLQGHG�SXUVXLW�RI� OLEHUDOL]DWLRQ�SROLFLHV�RQ

WKH� JURXQG� WKDW�� 
,OOLEHUDO� SROLFLHV� ZKLFK� GR� QRW� GDPDJH� RYHUDOO� PDFUR� VWDELOLW\� DUH

SUHIHUDEOH� WR� OLEHUDO� SROLFLHV� ZKLFK� DUH� LQKHUHQWO\� XQVXVWDLQDEOH� RU� HQGDQJHU� PDFUR

LQVWDELOLW\
� �5RGULN�������������2Q�D�PRUH� VSHFLILF� OHYHO�� WKH�GULYH� WR� SURPRWH� ILQDQFLDO
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DQG�FDSLWDO�DFFRXQW�OLEHUDOL]DWLRQ�LQ�GHYHORSLQJ�DQG�WUDQVLWLRQ�HFRQRPLHV�KDV�SURYHQ�WR�EH

GDQJHURXV�

���� 7ZR�QHROLEHUDO�FULVHV

7KH�VWUXFWXUDO�UHIRUPV�DQG�OLEHUDOL]DWLRQ�PHDVXUHV�RI�WKH�:DVKLQJWRQ�FRQVHQVXV�WKDW�ZHUH

LQWURGXFHG� LQ� WKH� DIWHUPDWK� RI� WKH�%UHWWRQ�:RRGV� V\VWHP� FRXOG� QRW� SUHYHQW� WKH� JHQHUDO

GHFOLQH�RI�JURZWK�LQ�PRVW�SDUWV�RI�ZRUOG��ZLWK�6XE�6DKDUDQ�$IULFD�DQG�WKH�IRUPHU�6RYLHW

8QLRQ�H[SHULHQFLQJ�GLVDVWURXV�IDOOV�LQ�VWDQGDUGV�RI�OLYLQJ��$W�WKDW�WLPH��(DVW�$VLD�ZDV�WKH

QRWDEOH�H[FHSWLRQ��EXW�KDV�VLQFH�WKHQ�JRQH�WKURXJK�D�VHULRXV�ILQDQFLDO�FULVLV�DQG�VHWEDFN�

7KH�QHROLEHUDO�ZRUOG�HFRQRP\�KDV�H[KLELWHG�WZR�NLQGV�RI�FULVHV��WKH�DFXWH�ILQDQFLDO�FULVLV

ZKLFK�KDV�KLW�PDQ\�HPHUJLQJ�PDUNHW�HFRQRPLHV�DQG�WKH�FKURQLF�GHYHORSPHQW�FULVLV� WKDW

KDV�JULSSHG�PXFK�RI�WKH�SRRU�GHYHORSLQJ�ZRUOG�

7KH� LQFUHGLEOH� ULVH� LQ� WKH�PRELOLW\� RI� FDSLWDO²ZLWK� DERXW� WZR� WULOOLRQ� GROODUV� FXUUHQWO\

FURVVLQJ�ERUGHUV�HYHU\GD\��DQG����SHU�FHQW�RI�ZKLFK�LV�SXUHO\�VSHFXODWLYH²KDV�EHFRPH�D

PDMRU�WKUHDW�WR�HFRQRPLF�VWDELOLW\��,QGHHG��WKH�����V�ZLWQHVVHG�D�VHULHV�RI�PDMRU�FULVHV²

0H[LFR� LQ� ������ (DVW� $VLD� LQ� ������ 5XVVLD� LQ� ����� DQG� %UD]LO� LQ� ����²DOO� RI� ZKLFK

VKDUHG�WKH�FRPPRQ�HOHPHQW�WKDW� WKHVH�SUREOHPV�RULJLQDWHG�LQ�WKH�FDSLWDO�DFFRXQW��XQOLNH

HDUOLHU� SD\PHQW� FULVHV�� ZKLFK� DURVH� LQ� WKH� FXUUHQW� DFFRXQW� �$KOXZDOLD� ������� $IWHU� WKH

SUHPDWXUH� DQG� KDVW\� OLEHUDOL]DWLRQ� RI� FDSLWDO� PRYHPHQWV�� GHYHORSLQJ� DQG� WUDQVLWLRQ

HFRQRPLHV�EHFDPH�KLJKO\� YXOQHUDEOH� WR�SHULRGV�RI� UDSLG� H[SDQVLRQ� RI� FDSLWDO� IORZV� DQG

WKHLU�DEUXSW�UHYHUVDOV��D�SUREOHP�DJJUDYDWHG�E\�IUDJLOH�GRPHVWLF� ILQDQFLDO�VWUXFWXUHV��DQG

ZHDN� ILQDQFLDO� UHJXODWLRQ� DQG� VXSHUYLVLRQ��&DSLWDO� DFFRXQW� OLEHUDOL]DWLRQ�� E\� H[SRVLQJ� D

FRXQWU\�WR�WKH�HEEV�DQG�IORZV�RI�FDSLWDO�WKDW�DUH�UHJXODWHG�E\�WKH�MXGJHPHQW�DQG�RSLQLRQV
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RI�LQWHUQDWLRQDO�EDQNHUV�DQG�IXQG�PDQDJHUV��WXUQHG�DQ�HQWLUH�UDQJH�RI�HFRQRPLF�DQG�VRFLDO

SROLFLHV�LQWR�D�SRSXODULW\�FRQWHVW��/RVHUV�LQ�WKLV�FRQWHVW��ZKLFK�PD\�QRW�QHFHVVDULO\�EH�IDLU

EHFDXVH�RI�LPSHUIHFWLRQV�LQ�LQIRUPDWLRQ�IORZV��VXIIHU�FULVHV�RI�FRQILGHQFH��6XFK�FULVHV�DUH

DOVR�KLJKO\�FRQWDJLRXV��LQFUHDVLQJ�V\VWHPLF�ULVNV�RI�WKH�JOREDO�ILQDQFLDO�VWUXFWXUH�

+DYLQJ� KHOSHG� JHQHUDWH� WKH� ILQDQFLDO� FULVHV� E\� XUJLQJ� FDSLWDO� DFFRXQW� OLEHUDOL]DWLRQ� LQ

GHYHORSLQJ� DQG� WUDQVLWLRQ� HFRQRPLHV�� WKH�)XQG� WRRN�RQ� WKH� UROH�RI� ILUHILJKWHUV�� HQOLVWLQJ

WKH�%DQN� IRU� D� VXSSRUWLQJ� UROH�� 7KH� TXLFN� UHFRYHULHV� RI�0H[LFR� DQG�$VLD� DUH� WDNHQ� E\

VRPH� DV� YLQGLFDWLRQ� RI� WKH� )XQG
V� UROH� LQ� FULVLV� PDQDJHPHQW�� 7KHVH� TXLFN� UHFRYHULHV�

KRZHYHU��PD\� VLPSO\� KDYH� EHHQ� D� FRQVHTXHQFH� RI� WKH� IDFW� WKDW� WKH� FULVHV� ZHUH�PDLQO\

SDQLF�GULYHQ��,Q�IDFW��WKH�SDWHQW�IDLOXUH�RI�WKH�)XQG
V�LQLWLDO�UHVFXH�RSHUDWLRQV�LQ�WKH�ZDNH

RI�WKH�$VLDQ�ILQDQFLDO�FULVLV�XQGHUVFRUHG�WKH�IDFW�WKDW�LW�ZDV�LOO�HTXLSSHG�WR�GHDO�ZLWK�WKLV

QHZ� IRUP� RI� FULVLV� �5DGHOHW� DQG� 6DFKV� ������� 7URXEOHG� FRXQWULHV�� IDFHG� ZLWK� D� ODUJH

VXGGHQ� FDSLWDO� IORZ� UHYHUVDO� ZRXOG� KDYH� QHHGHG� FRQVLGHUDEOH� XS�IURQW� VXSSRUW� RU� VZLIW

GHEW�UHVFKHGXOLQJ�UDWKHU�WKDQ�SKDVHG�IXQGLQJ�WKDW�FRPHV�ZLWK�KLJK�FRQGLWLRQDOLW\��6WULFNHQ

$VLDQ� FRXQWULHV� EHJDQ� WR� VKRZ� VLJQV� RI� VWDELOL]DWLRQ� DQG� UHFRYHU\� RQO\� DIWHU� GHEW

UHVFKHGXOLQJ� DQG� D� UHOD[DWLRQ� RI� WKH� EHOW�WLJKWHQLQJ� PHDVXUHV� LQLWLDOO\� LPSRVHG� E\� WKH

)XQG��7KH�UHFHQW�ILQDQFLDO�FULVHV�KDYH�QHFHVVLWDWHG�D�IXQGDPHQWDO�UHWKLQNLQJ�RI�WKH�JOREDO

ILQDQFLDO�V\VWHP�DQG�WKH�UROH�RI�WKH�)XQG�

:KLOH� WKH�)XQG�PXVW� UHGHILQH� LWV� UROH� VR� DV� WR�PHHW� WKH� FKDOOHQJHV�RI� WKH�QHZ� ILQDQFLDO

UHDOLW\�ZLWK��SULPDU\�IRFXV�RQ�SUHYHQWLRQ�DQG�PDQDJHPHQW�RI�DFXWH�ILQDQFLDO�FULVHV�LQ�WKH

HPHUJLQJ�PDUNHW�HFRQRPLHV��WKH�%DQN�QHHGV�WR�FRQIURQW�WKH�RWKHU�IDLOXUH�RI�WKH�QHROLEHUDO

HUD��FKURQLF�GHYHORSPHQW�FULVLV��7KH�SRRUHVW�FRXQWULHV�RI�WKH�ZRUOG�KDYH�IDUHG�EDGO\�LQ�WKH

QHROLEHUDO�HUD��%HWZHHQ����������RXW�RI�WKH����ORZ�LQFRPH�HFRQRPLHV�IRU�ZKLFK�GDWD�DUH
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DYDLODEOH�� SHU� FDSLWD� SULYDWH� FRQVXPSWLRQ� IHOO� LQ� ��� FRXQWULHV� DQG� VWDJQDWHG� LQ� ���� ,Q

FRQWUDVW��LW�IHOO�LQ�RQO\����RXW�RI����PLGGOH�LQFRPH�HFRQRPLHV�DQG�LQ�QRQH�RI�WKH����KLJK�

LQFRPH�HFRQRPLHV��5HJLRQDOO\��6XE�6DKDUDQ�$IULFD�VXIIHUHG�WKH�PRVW��ZLWK����RXW�RI���

FRXQWULHV� UHFRUGLQJ�D�QHJDWLYH�RU�]HUR�JURZWK� LQ�SHU� FDSLWD�FRQVXPSWLRQ��0DQ\�RI� WKHVH

FRXQWULHV�VDZ�GLVDVWURXV�GHFOLQHV�LQ�OLYLQJ�VWDQGDUGV�

7KH� GLVPDO� HFRQRPLF� SHUIRUPDQFH� RI� WKH� SRRUHVW� FRXQWULHV� WUDQVODWHV� LQWR� LQFUHDVLQJ

GLVSDULW\�EHWZHHQ�ULFK�DQG�SRRU�QDWLRQV��%HWZHHQ������DQG�������DYHUDJH�SHU�FDSLWD�*'3

RI�WKH�SRRUHVW�WKLUG�RI�DOO�FRXQWULHV�GURSSHG�IURP�����WR�����SHU�FHQW�RI�WKH�ULFKHVW�WKLUG��D

UHODWLYH� LQFRPH� GHFOLQH� RI� ��� SHU� FHQW� �:RUOG� %DQN� ������� 7KH� UHVXOW� LV� GHYDVWDWLQJ�

JOREDOO\�����SHU�FHQW�RI�WKH�ZRUOG
V�SHRSOH�LQ�WKH�SRRUHVW�FRXQWULHV�DFFRXQW�IRU�D�PLQXVFXOH

���� SHU� FHQW� RI� WRWDO� SULYDWH� FRQVXPSWLRQ� �81'3� ������� 7KHVH� SHRSOH� DUH� XQGHU� VXFK

DEMHFW�SRYHUW\�WKDW�WKHLU�FDORULH�LQWDNH�LV�LQDGHTXDWH�WR�VXSSRUW�DFWLYH�OLIH�

0DQ\� RI� WKH� FRXQWULHV� LQ� WKH� JULS� RI� D� GHYHORSPHQW� FULVLV� KDYH� IROORZHG� WKH� QHROLEHUDO

SUHVFULSWLRQV�RI�WKH�:DVKLQJWRQ�FRQVHQVXV��$W�WKH�VDPH�WLPH��&KLQD�DQG�,QGLD�DPRQJ�WKH

ORZ�LQFRPH�HFRQRPLHV�DQG�WKH�(DVW�$VLDQ�FRXQWULHV�DPRQJ�WKH�PLGGOH�LQFRPH�HFRQRPLHV

KDYH� EHHQ� DEOH� WR� UHJLVWHU� VSHFWDFXODU� VXFFHVV� LQ� GHYHORSPHQW� E\� GLYHUJLQJ� IURP� WKH

VWDQGDUG�SUHVFULSWLRQ��7KH�%DQN�QHHGV�WR�DFNQRZOHGJH�LWV�SDVW�IDLOXUHV�DQG�WR�ILQG�QHZ�DQG

PRUH� HIIHFWLYH� ZD\V� WR� DGGUHVV� WKH� SHUVLVWHQW� SRYHUW\� FXUUHQWO\� DIIHFWLQJ� WZR� ELOOLRQ

SHRSOH�DQG�WKH�FKURQLF�GHYHORSPHQW�FULVLV�RI�WKH�SRRUHVW�FRXQWULHV�
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�� ,167,787,21$/�5()250�2)�7+(�%5(7721�:22'6�,167,787,216

7KH�LPSRUWDQFH�RI�LQVWLWXWLRQDO�UHIRUP�RI�WKH�%:,V�FDQQRW�EH�RYHUHPSKDVL]HG��6LQFH�WKH\

DUH�PRQRSROLVWV�RU�QHDU�PRQRSROLVWV�� WKH\� FDQQRW�EH�GLVFLSOLQHG�E\�H[WHUQDO�FRPSHWLWLRQ

RU�WKH�
H[LW
�RSWLRQ��6WLJOLW]��������7KH�DOWHUQDWLYH��WKH�
YRLFH
�PHFKDQLVP��KDV�QRW�ZRUNHG

ZHOO� EHFDXVH� RI� SRRU� JRYHUQDQFH� LQ� WHUPV� RI� UHSUHVHQWDWLRQ� DQG� SDUWLFLSDWLRQ�

DFFRXQWDELOLW\� DQG� WUDQVSDUHQF\�� $V� D� UHVXOW�� PDQ\� IODZV� DQG� IDLOXUHV� KDYH� SHUVLVWHG�

LQFOXGLQJ� FRQGLWLRQDOLW\�� ZKLFK� LQ� VSLWH� RI� EHLQJ� IXQGDPHQWDOO\� TXHVWLRQDEOH� DQG

SUDFWLFDOO\�LQHIIHFWLYH��FRQWLQXHV�WR�SUROLIHUDWH�DQG�WR�EHFRPH�LQFUHDVLQJO\�LQWUXVLYH�

���� *RYHUQDQFH�LQ�WKH�%UHWWRQ�:RRGV�LQVWLWXWLRQV

$�GHILQLQJ� FKDUDFWHULVWLF� RI� WKH� JRYHUQDQFH� RI� WKH�%:,V� LV� WKDW�PDMRU� VKDUHKROGHUV�� WKH

ULFK� LQGXVWULDO� FRXQWULHV�� FRQWURO� GHFLVLRQ�PDNLQJ� DQG� WKDW� WKH� ERUURZLQJ� FRXQWULHV� KDYH

OLWWOH�VD\��$OWKRXJK�%:,V�DUH�IRUPDOO\�FRRSHUDWLYH�DJHQFLHV�ZKLFK�PHPEHU�FRXQWULHV�RZQ

DQG�ZKLFK�WKH\�YROXQWDULO\�MRLQ��UHDO�RZQHUVKLS�EHORQJV�WR�VHOHFW�SRZHUIXO�FRXQWULHV��7KLV

RZQHUVKLS�LV�HQVXUHG�E\�D�TXRWD�EDVHG�YRWLQJ�V\VWHP���,Q�RUGHU�WR�PDLQWDLQ�WKHLU�LGHQWLWLHV

DV�XQLYHUVDO�DQG�SXEOLF�RUJDQL]DWLRQV��WKH�%:,V�DOORFDWHG�HTXDOO\�WR�DOO�PHPEHUV�D�FHUWDLQ

VKDUH� RI� YRWHV�� QDPHO\� WKH� EDVLF� YRWHV�� EXW� QHYHU� WR� VXFK� DQ� H[WHQW� DV� WR� WKUHDWHQ� WKH

FRQWURO� RI� WKH� PDMRU� VKDUHKROGHUV�� ,Q� IDFW�� WKH� SURSRUWLRQ� RI� EDVLF� YRWHV� KDV� EHHQ

GUDPDWLFDOO\�UHGXFHG��IURP�D�SHDN�RI����SHU�FHQW�LQ������DW�WKH�)XQG�WR�DURXQG���SHU�FHQW

DW�ERWK� WKH�)XQG�DQG� WKH�%DQN�� WR�HQVXUH� WKDW�FRQWURO� UHPDLQV� LQYHVWHG�ZLWK� WKH�ZHDOWK\

FRXQWULHV�HYHQ�DIWHU�GHFRORQL]DWLRQ�OHG�WR�DQ�LQFUHDVLQJ��DQG�HYHQWXDOO\�DOPRVW�XQLYHUVDO�

PHPEHUVKLS�DW�WKH�%:,V��:RRGV�������
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7KH� TXRWD�EDVHG� YRWLQJ� V\VWHP� PHDQW� WKDW� SHUVSHFWLYHV� DQG� LQWHUHVWV� RI� ULFK� FDSLWDO�

H[SRUWLQJ� FRXQWULHV� SHUYDGHG� WKH�%:,V��&RPELQHG�ZLWK� WKH� IDFW� WKDW� QR� FRXQWU\�ZRXOG

FRPPLW�ODUJH�DPRXQWV�RI�UHVRXUFHV�IRU�LQWHUQDWLRQDO�SXUSRVHV�ZLWKRXW�WU\LQJ�WR�DGYDQFH�LWV

RZQ�SRZHU�DQG�LQWHUHVWV��WKH�YRWLQJ�V\VWHP�SURGXFHG�PDMRU�SUREOHPV�

)LUVW��WKHUH�KDV�EHHQ�D�WHQGHQF\�WR�DGYRFDWH�ILQDQFLDO�UHVWUDLQW�RYHU�.H\QHVLDQ�H[SDQVLRQ�

SDUWLFXODUO\� LQ� WKH� )XQG�� 5HIOHFWLQJ� WKH� GRPLQDQW� HFRQRPLF� WKLQNLQJ� DQG� WKH� SROLWLFDO

FXUUHQWV� RI� WKH� WLPH�� WKHUH� ZDV� GHILQLWHO\� D� .H\QHVLDQ�� VRFLDO� GHPRFUDWLF� DQG

LQWHUQDWLRQDOLVW� VSLULW� LQ� WKH� RULJLQDO� GHVLJQ� RI� WKH� %:,V���� %XW�� FRPSDUHG� WR� LGHDV

FRQWDLQHG� LQ� WKH� 
FOHDULQJ� XQLRQ
� SURSRVDO� E\� .H\QHV� KLPVHOI�� WKH� ,0)� FDPH� WR� EH

GHFLGHGO\� OHVV�.H\QHVLDQ� �6LQJHU� �������$V� D� UHVXOW�� WKH� )XQG
V� SURJUDPPHV� KDYH� EHHQ

SHUHQQLDOO\�DFFXVHG�RI�D�ELDV�WRZDUG�GHPDQG�RYHUNLOO²DQ�LURQLF�VLWXDWLRQ��JLYHQ�WKDW�WKH

YHU\� UDWLRQDOH� RI� ,0)� ORDQV� LV� WR� DYRLG� XQQHFHVVDU\� GHIODWLRQDU\� DGMXVWPHQWV�� ,W� LV� RQO\

QDWXUDO� WKDW� OHQGHUV� DGYRFDWH� ILQDQFLDO�FRQVHUYDWLVP��EHFDXVH�ERUURZHUV�PD\�EH� LQFOLQHG

WRZDUG�ILQDQFLDO�LUUHVSRQVLELOLW\��,QLWLDOO\��LW�ZDV�WKH�FDSLWDO�H[SRUWLQJ�86�WKDW�YHWRHG�WKH

PRUH�H[SDQVLRQDU\�%ULWLVK�3ODQ�DQG�WKH�FRPPRGLW\�SULFH�VWDELOL]DWLRQ�VFKHPH��,W�ZDV�WKH

86�WKDW�LQVLVWHG��RYHU�REMHFWLRQV�E\�WKH�(XURSHDQV��RQ�WKH�LQWURGXFWLRQ�RI�FRQGLWLRQDOLW\�

%XW�DV�(XURSHDQ�FRXQWULHV�EHFDPH�GRQRUV��WKHLU�VWDQG�RQ�ORDQ�FRQGLWLRQDOLW\�DQG�ILQDQFLDO

GLVFLSOLQH� IRU� ERUURZLQJ� FRXQWULHV� FDPH� WR� UHVHPEOH� WKH� 86�� *HUPDQ� DQG� -DSDQHVH

UHOXFWDQFH� WR� H[SDQG� WKHLU� HFRQRPLHV� LQ� WKH� ����V� DOVR� SRLQWV� WR� LQKHUHQW� GLIILFXOWLHV� RI

LQWHUQDWLRQDO�.H\QHVLDQLVP�ZLWKRXW�SROLWLFDO�LQWHJUDWLRQ�

6HFRQG��DV�D�UHVXOW�RI�XQGXH�LQIOXHQFH�IURP�ODUJH�VKDUHKROGHUV��WKHUH�KDYH�EHHQ�WRR�PDQ\

SROLWLFDOO\�PRWLYDWHG� ORDQ� GHFLVLRQV�� 'RPLQDQFH� E\� WKH� 8QLWHG� 6WDWHV�� WKH� ODUJHVW

VKDUHKROGHU�� PHDQW� D� IUHTXHQW� LQMHFWLRQ� RI� 86� SROLWLFV� DQG� IRUHLJQ� SROLF\� LQWR� ORDQ
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GHFLVLRQV�E\�WKH�%:,V��YLRODWLQJ�WKH�SULQFLSOH�RI�SROLWLFDO�QHXWUDOLW\����%XW�WKH�86�ZDV�QRW

DORQH� LQ� LWV� DWWHPSWV� WR�PDQLSXODWH� ORDQ� GHFLVLRQV� IRU� DGYDQFLQJ� LWV� RZQ� HFRQRPLF� DQG

SROLWLFDO� REMHFWLYHV�� 7KH� (8²LQ� ZKDW� LV� SHUKDSV� WKH� PRVW� HJUHJLRXV� OHQGLQJ� LQ� ,0)
V

KLVWRU\��WKH�ORDQV�WR�5XVVLD²�KDV�EHHQ�DW�OHDVW�DV�JXLOW\�DV�WKH�86��2WKHU�QRWDEOH�H[DPSOHV

LQFOXGH�WKH�UROH�RI�)UDQFH�LQ�IUDQFRSKRQH�$IULFD�DQG�-DSDQ�LQ�$VLD�LQ�SUHVVXULQJ�WKH�%:,V

WR�OHQG�LQ�D�PDQQHU�WKDW�EROVWHUV�WKH�LQWHUHVWV�RI�WKHVH�FRXQWULHV�

7KLUG�� H[FOXGLQJ� ERUURZLQJ� FRXQWULHV� IURP� WKH� GHFLVLRQ�PDNLQJ� SURFHVVHV� SURYLGHG� WKH

LQVWLWXWLRQDO� FRQGLWLRQV� IRU� WKH� SUROLIHUDWLRQ� RI� LQFUHDVLQJO\� LQWUXVLYH� FRQGLWLRQDOLW\� DQG

ODFN� RI� RZQHUVKLS� LQ� WKH� DGMXVWPHQW� SURJUDPPHV�� *UHDWHU� SDUWLFLSDWLRQ� E\� FRXQWULHV

GLUHFWO\�DIIHFWHG�E\�%:,�GHFLVLRQV�ZRXOG�KDYH�DPHOLRUDWHG�WKH�VLWXDWLRQ��,W�PXVW�EH�DGGHG

WKDW� SDUWLFLSDWLRQ� LV� QRW� HQWLUHO\� D� PDWWHU� RI� IRUPDO� JRYHUQDQFH� VWUXFWXUH�� 1RWDEOH

H[FHSWLRQV� QRWZLWKVWDQGLQJ�� UHSUHVHQWDWLYHV� RI� ERUURZLQJ� FRXQWULHV� ZHUH� RIWHQ� PRUH

LQWHUHVWHG�LQ�HQMR\LQJ�WKHLU�VWD\�LQ�:DVKLQJWRQ�WKDQ�LQ�DUWLFXODWLQJ�WKHLU�YLHZV�DW�H[HFXWLYH

PHHWLQJV�

)ODZV�LQ�WKH�JRYHUQDQFH�RI�WKH�%UHWWRQ�:RRGV�LQVWLWXWLRQV�DUH�DOVR�HYLGHQW�LQ�WKH�ODFN�RI

DFFRXQWDELOLW\�DQG�WUDQVSDUHQF\�RI� WKHLU�RSHUDWLRQV��(YHQ� LQ� WKH� IRUPDO�VHW�XS�� WKH�%:,V

DUH�DFFRXQWDEOH�WR�WKH�ILQDQFH�PLQLVWHUV�RI�PHPEHU�FRXQWULHV�ZKR�PD\�QRW�QHFHVVDULO\�EH

LPSDUWLDO� UHSUHVHQWDWLYHV� RI� WKH� SHRSOH� �6WLJOLW]� ������� ,Q� SUDFWLFH�� VXFK� DFFRXQWDELOLW\

PHDQV�OLWWOH��5LVNV�RI�,0)�SURJUDPPHV�KDYH�EHHQ�GLVSURSRUWLRQDWHO\�ERUQH�E\�ERUURZLQJ

FRXQWULHV��ZLWK�OLWWOH�ULVN�WR�,0)�RU�LWV�PDMRU�VKDUHKROGHUV��.DSXU��������7KH�:RUOG�%DQN

VLWXDWLRQ� LV�QR�GLIIHUHQW��&RQWURYHUV\�KDV� ULVHQ� RYHU� YDULRXV�%DQN�ILQDQFHG� SURMHFWV� WKDW

UHVXOWHG� LQ� SRRU� SHUIRUPDQFH� RU� WKH� GHVWUXFWLRQ� RI� LQGLJHQRXV� SHRSOH
V� OLYHOLKRRGV� DQG

HQYLURQPHQW�� DJDLQ� ZLWK� OLWWOH� UHVSRQVLELOLW\� ERUQH� E\� WKH� %DQN���� ,W� HYHQ� REMHFWHG� WR
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LQGHSHQGHQW�SURMHFW�HYDOXDWLRQV�EHIRUH�EHLQJ�IRUFHG�E\�86�&RQJUHVV�SUHVVXUH�WR�LQWURGXFH

WKHVH��YDQ�GH�/DDU��������7KH�)XQG�KDV�DFTXLHVFHG�WR�H[WHUQDO�HYDOXDWLRQV�RQO\�UHFHQWO\�

$FFRXQWDELOLW\�VXIIHUV�ZKHQ�LQIRUPDWLRQ�RQ�GHFLVLRQV�DQG�RSHUDWLRQV�RI�LQVWLWXWLRQV�DUH�QRW

VXEMHFW�WR�SXEOLF�VFUXWLQ\��(YHQ�WKRXJK�WKH�)XQG�DQG�%DQN�ERWK�SXEOLVK�FRSLRXV�YROXPHV

RI� RSHUDWLRQDO� LQIRUPDWLRQ�� WKH� SXEOLF� GRHV� QRW� KDYH� DFFHVV� WR� WKH� PRVW� VHQVLWLYH� IDFWV

UHJDUGLQJ�DFWXDO�GHFLVLRQ�PDNHUV�RU�WKH�FULWHULD�LQYROYHG��7HQV�RI�ELOOLRQV�RI�GROODUV�KDYH

EHHQ� FRPPLWWHG� GXULQJ� FRQILGHQWLDO� WHOHSKRQH� FRQYHUVDWLRQV� EHWZHHQ� WKH� PDQDJLQJ

GLUHFWRU�RI� WKH� )XQG� DQG� ILQDQFH�PLQLVWHUV� RI� D� IHZ�NH\� FRXQWULHV��7KH�%:,V� DUH� MXVWO\

DFFXVHG�RI�SUHDFKLQJ²EXW�QRW�SUDFWLVLQJ²WUDQVSDUHQF\��6DFKV�������

7KH�ODFN�RI�WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\�KDV�DOORZHG�WKH�H[SDQVLRQ�RI�SURJUDPPHV�DQG

REMHFWLYHV��$V�HFRQRPLF�FRQGLWLRQV�DQG�SROLF\�REMHFWLYHV�HYROYHG��QHZ�DJHQGDV�KDYH�EHHQ

DGGHG��EXW�ZLWKRXW�D�FOHDU�GHPDUFDWLRQ�RI�WKH�UROHV�RU�D�UHIRFXV�RI�WKH�SURJUDPPHV��0RUH

VHULRXV� VWLOO�� OLPLWHG� DFFRXQWDELOLW\� KDV� HQDEOHG� IDLOHG� SUDFWLFHV� DQG� IODZHG� GRFWULQHV� WR

FRQWLQXH�� DV� WKH� SHUVLVWHQW� SUDFWLFH� RI� FRQGLWLRQDOLW\� DQG� WKH� FRQWLQXLQJ� LQIOXHQFH� RI� WKH

:DVKLQJWRQ�FRQVHQVXV�H[HPSOLI\�

���� &RQGLWLRQDOLW\

&RQGLWLRQDOLW\�� GXH� WR� RSSRVLWLRQ� IURP� (XURSHDQ� PHPEHUV�� ZDV� QRW� HPERGLHG� LQ� WKH

RULJLQDO� ,0)� $UWLFOHV� RI� $JUHHPHQW���� 7KH� )XQG� ZDV� LQ� IDFW� FRQVLGHUHG� 
D� VRUW� RI

DXWRPDWLF� PDFKLQH� VHOOLQJ� IRUHLJQ� H[FKDQJH� WR� PHPEHUV� ZLWKLQ� FHUWDLQ� OLPLWV� DQG� RQ

FHUWDLQ� WHUPV
� DV� 0U� *XWW�� WKH� PDQDJLQJ� GLUHFWRU�� SXW� LW� LQ� D� ����� VWDWHPHQW� WR� WKH

H[HFXWLYH�ERDUG��'HOO��������7KH�)XQG�EHJDQ�WR�DSSO\�FRQGLWLRQDOLW\�LQ���������:LWK�WKH
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LQWURGXFWLRQ�RI�VXFFHVVLYH�VWDQG�E\�DJUHHPHQWV��SKDVLQJ�DQG�ELQGLQJ�SHUIRUPDQFH�FULWHULD

RYHU�WKH�����V��FRQGLWLRQDOLW\�VWHDGLO\�EHFDPH�PRUH�GLIILFXOW��$V�WKH�)XQG�VKLIWHG�LWV�IRFXV

WR�VWUXFWXUDO�UHIRUP�LQ�WKH�����V��FRQGLWLRQDOLW\�WRRN�RQ�QHZ�FKDUDFWHULVWLFV�DQG�IURP�WKH

����V� WR� WKH� ����V� SHUIRUPDQFH� FULWHULD� SHU� SURJUDPPH�ZHUH� LQFUHDVHG� E\� ��� SHU� FHQW

�.LOOLFN�����D��

7KH� :RUOG� %DQN� IROORZHG� ,0)
V� OHDG� LQ� WKLV�� :KLOH� %DQN� ORDQV� KDG� DOZD\V� LPSOLHG

SURMHFW�OHYHO� FRQGLWLRQDOLW\� LQ� WKH� IRUP� RI� ORDQ� FRYHQDQWV�� WKH� LQWURGXFWLRQ� RI� VWUXFWXUDO

DGMXVWPHQW� OHQGLQJ� UHVXOWHG� LQ� FRQGLWLRQDOLW\� EHFRPLQJ� KLJKO\� IRUPDO�� H[SOLFLW� DQG

GHWDLOHG��$V�WKH�%DQN�GHYRWHG�LQFUHDVLQJ�UHVRXUFHV�WR�VWUXFWXUDO�DGMXVWPHQW�� WKH�VFRSH�RI

ORDQ�FRQGLWLRQV�DOVR�H[SDQGHG��)URP�DQ�LQLWLDO�IRFXV�RQ�ILVFDO�DQG�WUDGH�SROLFLHV�DQG�SULFH

OLEHUDOL]DWLRQ��LQFUHDVLQJ�HPSKDVLV�ZDV�JLYHQ�WR�SULYDWL]DWLRQ�DQG�GHUHJXODWLRQ��DQG�SXEOLF

DQG� ILQDQFLDO� VHFWRU� UHIRUPV�� ,Q� DGGLWLRQ� WR� WKHVH� SXUHO\� HFRQRPLF� FRQGLWLRQDOLWLHV�� WKH

%DQN� H[SDQGHG� IXUWKHU� LQ� WKH� ����V� WR� LQFOXGH� HQYLURQPHQW�� JRYHUQDQFH� DQG� SXEOLF

H[SHQGLWXUHV� RQ� LWV� DJHQGD� �.DSXU� ������� 7KH� SUROLIHUDWLRQ� RI� FRQGLWLRQDOLWLHV� DQG

LQWHUIHUHQFH�ZLWK�GRPHVWLF�SROLWLFV�LQHYLWDEO\�IROORZHG��)RU�LQVWDQFH��WKH�DYHUDJH�QXPEHU

RI�%DQN� FRQGLWLRQV�SHU� DGMXVWPHQW� ORDQ� LQFUHDVHG� IURP���� LQ��������� WR� ��� LQ� �������

�.LOOLFN�����E��

7KH� SUROLIHUDWLRQ� RI� FRQGLWLRQDOLW\� LQFUHDVHG� DV� GHYHORSLQJ� FRXQWULHV� UHSODFHG� (XURSHDQ

FRXQWULHV� DV� SULQFLSDO� ERUURZHUV�� ,QLWLDOO\�� (XURSH
V� DEKRUUHQFH� RI� LQWHUIHUHQFH� ZLWK� LWV

GRPHVWLF� SROLFLHV� SUHYHQWHG� WKH� LQFOXVLRQ� RI� FRQGLWLRQDOLW\� LQ� WKH� )XQG
V� $UWLFOHV� RI

$JUHHPHQW���� (YHQ� ZKHQ� FRQGLWLRQDOLW\� ZDV� ILUPO\� HVWDEOLVKHG�� D� ODUJH� VWDQGE\

DUUDQJHPHQW� ZDV� DSSURYHG� IRU� WKH� 8QLWHG� .LQJGRP� LQ� ����� ZLWK� D� PLQLPXP� RI

FRQGLWLRQV�� 7KLV� SURYRNHG� GHYHORSLQJ� FRXQWU\� H[HFXWLYH� GLUHFWRUV� WR� GHPDQG� HTXDO
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WUHDWPHQW�� DQG� LW� EHFDPH�DSSDUHQW� WKDW� SHUIRUPDQFH� FULWHULD� IRU� ORDQV� WR�/DWLQ�$PHULFDQ

DQG�$VLDQ�PHPEHUV�ZHUH��RQ�DYHUDJH��IDU�JUHDWHU�WKDQ�IRU�(XURSHDQV��'HOO�������

$V�(XURSHDQ�FRXQWULHV�VWRSSHG�ERUURZLQJ�IURP�WKH�)XQG�DQG�WKH�%DQN��WKHLU�REMHFWLRQ�WR

FRQGLWLRQDOLW\� IDGHG� DQG� WKH� %:,V�� ZLWKRXW� FRPSODLQWV� IURP� (XURSH�� GHYHORSHG� KLJKO\

LQWUXVLYH�SURJUDPPHV�DV�WKH\�IRFXVHG�RQ�VWUXFWXUDO�DGMXVWPHQW�DQG�UHIRUP�LQ�GHYHORSLQJ

FRXQWULHV�� 7KH\� FDPH� WR� VHH� WKHPVHOYHV� DV� WKH� FDWDO\VW� IRU� FKDQJH� UDWKHU� WKDQ� PHUH

ILQDQFLDO� LQVWLWXWLRQV��7KHLU� H[SHULHQFH�ZLWK� VWUXFWXUDO� UHIRUP� GXULQJ� WKH� GHEW� FULVLV�ZDV

XWLOL]HG�LQ�WKH�����V�DIWHU�WKH�FROODSVH�RI�WKH�6RYLHW�8QLRQ�DQG�WKH�OLEHUDWLRQ�RI�LWV�IRUPHU

(DVWHUQ� (XURSHDQ� VDWHOOLWHV�� (QWUXVWHG� E\� WKH� *���� WKH� %:,V� GLUHFWHG� WKH� WUDQVLWLRQ

H[SHULPHQW�� LPSOHPHQWLQJ� IDU�UHDFKLQJ� VWDELOL]DWLRQ� DQG� UHIRUP� PHDVXUHV�� 7KH\� DOVR

DWWHPSWHG�D�VLPLODU�WUDQVIRUPDWLRQ�H[HUFLVH�LQ�$VLD�GXULQJ�WKH�ILQDQFLDO�FULVLV�RI�������E\

WU\LQJ� WR� FRQYHUW� QRQ�RUWKRGR[� PDUNHW� HFRQRPLHV� LQWR� RUWKRGR[� RQHV�� 7KLV� SURYRNHG

)HOGVWHLQ������������WR�DVN�� 
,I� WKH�SROLFLHV� WR�EH�FKDQJHG�DUH�DOVR�SUDFWLVHG� LQ� WKH�PDMRU

LQGXVWULDO� HFRQRPLHV� RI� (XURSH�� ZRXOG� WKH� ,0)� WKLQN� LW� DSSURSULDWH� WR� IRUFH� VLPLODU

FKDQJHV�LQ�WKRVH�FRXQWULHV�LI�WKH\�ZHUH�VXEMHFW�WR�D�IXQG�SURJUDPPH"


2Q�D�FRQFHSWXDO�OHYHO��ZH�FDQ�LGHQWLI\�IRXU�VHSDUDWH�FRQGLWLRQDOLW\�SUREOHPV��)LUVW��WKHUH�LV

WKH� FRQGLWLRQDOLW\� FRQWHQW� SUREOHP��0DQ\� FULWLFV� KDYH� REMHFWHG� WR� WKH�PRQHWDULVW� DVSHFW

DQG� WKH� QHROLEHUDO� ]HDO� WKDW� FRQGLWLRQDOLW\� IUHTXHQWO\� HPERGLHV��0RUHRYHU�� WKH� VR�FDOOHG


RQH�VL]H�ILWV�DOO
� DSSURDFK�RI� WKH�%:,V� LQ�GHVLJQLQJ� DQG� LPSOHPHQWLQJ� SURJUDPPHV� KDV

RIWHQ�QHJOHFWHG�ERWK�WKH�HFRQRPLF�DQG�VRFLR�SROLWLFDO�FLUFXPVWDQFHV�RI�VSHFLILF�FRXQWULHV�

6HFRQG�� FRQGLWLRQDOLW\²H[SDQGLQJ� LQWR� DUHDV� ZKLFK� KDYH� QR� GLUHFW� EHDULQJ� RQ� ORDQ

UHSD\PHQW��LQFOXGLQJ�ZLGH�UDQJLQJ�VWUXFWXUDO�UHIRUP�LVVXHV²KDV�EHFRPH�DQ�LQIULQJHPHQW



����

RQ� QDWLRQDO� VRYHUHLJQW\� �&ROOLHU� DQG�*XQQLQJ� �������$QG� WKH� UHFHQW� WHQGHQF\� RI� GRQRU

JRYHUQPHQWV�� UHVSRQGLQJ� WR�SUHVVXUHV� IURP�VLQJOH�LVVXH�1*2V�� WR� LPSRVH�QRQ�HFRQRPLF

FRQGLWLRQV�RQ�KXPDQ�ULJKWV��VRFLDO�SROLF\�DQG�HQYLURQPHQW�LV�PDNLQJ�LWV�ZD\�WR�WKH�%:,V�

5HJDUGOHVV� RI� KRZ� GHVLUDEOH� WKH� FKDQJHV� VRXJKW� E\� WKHVH� LQWHUQDWLRQDO� ILQDQFLDO

LQVWLWXWLRQV�PD\�EH��WKH\�VKRXOG�QRW�EH�IRUFHG�RQ�FULVLV�VWULFNHQ�JRYHUQPHQWV�

7KLUG�� FRQGLWLRQDOLW\� VXEYHUWV� WKH� GHPRFUDWLF� SURFHVV�ZKHQ� LW� JRHV� EH\RQG� WKH� HVVHQWLDO

PDFURHFRQRPLF�DGMXVWPHQWV�QHHGHG�WR�UHVWRUH�EDODQFH�RI�SD\PHQWV��6WLJOLW]��������,Q�WKH

QDPH�RI�HIILFLHQF\�DQG�JRRG�HFRQRPLFV��WKH�%:,V�WHQG�WR�LPSRVH�SROLFLHV�RQ�PRUH�RU�OHVV

UHOXFWDQW�JRYHUQPHQWV�GHVSHUDWH�IRU�PRQH\�WKDW�VKRXOG�ULJKWIXOO\�EH�GHFLGHG�E\�GRPHVWLF

SROLWLFV�� IRU� LQVWDQFH�FHQWUDO�EDQN� LQGHSHQGHQFH�RU� ODERXU�PDUNHW� UXOHV�� 
7KLV�SURFHVV�«

KDV�XQGHUPLQHG�SROLWLFDO�OHJLWLPDF\�LQ�GR]HQV�RI�GHYHORSLQJ�FRXQWULHV��HVSHFLDOO\�VLQFH�WKH

,0)�LV�RIWHQ�KDSS\�WR�FRQVSLUH�ZLWK�JRYHUQPHQWV�WR�PDNH�HQG�UXQV�DURXQG�SDUOLDPHQWV�LQ

WKH� LQWHUHVWV� RI� 
UHIRUP�
� ���� >:H� VKRXOG� DLP@� WR� UHVWRUH� OHJLWLPDF\� WR� ORFDO� SROLWLFV�� DQG

DEDQGRQ�WKH�PLVJXLGHG�EHOLHI�WKDW�WKH�,0)�DQG�:RUOG�%DQN�FDQ�PLFUR�PDQDJH�WKH�SURFHVV

RI�HFRQRPLF�UHIRUP
��6DFKV�������

)RXUWK�� FRQGLWLRQDOLW\� LV� DQ� LQHIIHFWLYH� WRRO� IRU� FKDQJLQJ� WKH� SROLFLHV� RI� UHFLSLHQW

JRYHUQPHQWV� DQG�� QRW� WR� PHQWLRQ�� IRU� LPSURYLQJ� HFRQRPLF� SHUIRUPDQFH���� ([WHUQDOO\

LPSRVHG� FRQGLWLRQDOLW\� XQGHUPLQHV� ORFDO� 
RZQHUVKLS
�� WKH� H[WHQW� WR� ZKLFK� D� ERUURZLQJ

JRYHUQPHQW�ZRXOG�UHJDUG�D�SURJUDPPH�DV�LWV�RZQ��,W�DOVR�LQYLWHV�D�ODFN�RI�FRPPLWPHQW�WR

FDUU\� RXW� SURJUDPPHV�� XQGHUPLQHV� WKH� OHJLWLPDF\� RI� SURJUDPPHV� DQG� VWUHQJWKHQV

RSSRVLWLRQ�WR�UHIRUP�� ,W� FDQ�HYHQ�GULYH� UHIRUP�PLQGHG�JRYHUQPHQWV� WR�RSSRVH�UHIRUP�LQ

RUGHU�WR�PD[LPL]H�WKH�SULFH�DW�ZKLFK�UHIRUP�FDQ�EH�VROG��*LOEHUW��3RZHOO�DQG�9LQHV�������

7KH�SUROLIHUDWLRQ�RI�FRQGLWLRQDOLW\�KDV�WKXV�SURGXFHG�D�KLJK�LQFLGHQFH�RI�QRQ�FRPSOLDQFH



����

LQ� ERWK� )XQG� DQG� %DQN� SURJUDPPHV�� 1RQ�FRPSOLDQFH�� LQ� WXUQ�� KDV� LQGXFHG� 
SDSHU

FRQGLWLRQDOLW\
��WKH�LQWURGXFWLRQ�RI�SURJUDPPHV�ZKLFK��DV�DOO�SDUWLHV�UHFRJQL]H��ZLOO�QRW�EH

LPSOHPHQWHG� EXW�PHUHO\� VDWLVI\� WKH� QHHG� WR� NHHS�PRQH\�PRYLQJ� �0DUWLQ� ������� 7KHVH

LQFHQWLYH�SUREOHPV�UHQGHU�FRQGLWLRQDOLW\�KLJKO\�LQHIIHFWLYH�

���� 'LUHFWLRQV�IRU�LQVWLWXWLRQDO�UHIRUP

,W�LV�YLWDO�WKDW�WKH�%:,V��LQ�RUGHU�WR�FRQWLQXH�DV�WKH�FHQWUDO�LQVWLWXWLRQV�IRU�JRYHUQLQJ�JOREDO

HFRQRP\��UHIRUP�WKHLU�VWUXFWXUHV�RI�JRYHUQDQFH�DQG�PRGHV�RI�RSHUDWLRQ��)LUVW��WKH\�PXVW

GHYLVH� ZD\V� LQ� ZKLFK� GHYHORSLQJ� FRXQWU\� FRQFHUQV� FDQ� EH� EHWWHU� UHSUHVHQWHG�� EHFDXVH

VKDUHG�VWHZDUGVKLS�LV�QHHGHG�PRUH�WKDQ�HYHU��7UDQVIRUPLQJ�WKH�,QWHULP�&RPPLWWHH�DQG�WKH

'HYHORSPHQW� &RPPLWWHH�� FXUUHQWO\� FHUHPRQLDO� DGYLVRU\� DJHQWV�� LQWR� GHFLVLRQ�PDNLQJ

ERGLHV�ZLWK�EHWWHU�UHSUHVHQWDWLRQ�RI�WKH�GHYHORSLQJ�DQG�WUDQVLWLRQ�FRXQWULHV�ZRXOG�EH�RQH

VXFK� RSWLRQ���� $W� WKH� VDPH� WLPH�� WKH� YRWLQJ� V\VWHP� PXVW� EH� UHIRUPHG� WR� JLYH� JUHDWHU

UHSUHVHQWDWLRQ�WR�WKH�GHYHORSLQJ�FRXQWULHV��7KLV�LV�QRW�WR�VXJJHVW�HTXDO�YRWH�IRU�FRXQWULHV

RI�GLIIHUHQW�VL]H�DQG�FDSDELOLWLHV��EHFDXVH�HTXDO�YRWH�ZRXOG�QRW�RQO\�EH�XQZRUNDEOH�GXH�WR

WKH� VXSHUSRZHUV
� UHOXFWDQFH� WR� SDUWLFLSDWH�� EXW� LW� ZRXOG� DOVR� LPSO\� D� KLJKO\� GLVWRUWHG

UHSUHVHQWDWLRQ� DPRQJ� SHRSOHV�� 6RPH� FRPELQDWLRQ� RI� TXRWD�EDVHG� YRWHV� DQG� EDVLF� YRWHV

ZRXOG�VHHP�WR�RIIHU�D�UHDVRQDEOH�VROXWLRQ��$OWKRXJK�WKLV�LV�SUHFLVHO\�WKH�V\VWHP�XVHG�E\

WKH�%:,V�� WKH�VKDUH�RI�EDVLF�YRWHV�DW�SUHVHQW� LV�VR�PLQLPDO� WKDW� WKHVH�KDYH� OLWWOH� LPSDFW�

3HUKDSV� DQ� DUUDQJHPHQW� RI� D� 
GRXEOH�PDMRULW\
� UXOH�� UHTXLULQJ� D�PDMRULW\� LQ� ERWK� TXRWD�

EDVHG�YRWHV�DQG�EDVLF�YRWHV�LV�QHHGHG���

6HFRQG�� WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\�QHHG� WR�EH�VWUHQJWKHQHG��:KLOH� WKHUH�KDYH�EHHQ

UHFHQW�HIIRUWV�WR�SURYLGH�PRUH�LQIRUPDWLRQ�DQG�WR�DFNQRZOHGJH�H[WHUQDO�HYDOXDWLRQV��WKH\
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IDOO� IDU� VKRUW� RI�ZKDW� LV� QHHGHG�� ([WHUQDO� HYDOXDWLRQ� RI� LQGLYLGXDO� SURJUDPPHV�PXVW� EH

VWUHQJWKHQHG��ZLWK�UHSUHVHQWDWLYHV�IURP�UHOHYDQW�FRXQWULHV�LQFOXGHG�LQ�WKH�DSSUDLVDO�WHDPV�

DQG�WKH�VWDII� LQ�FKDUJH�KHOG�DFFRXQWDEOH�IRU� IDLOHG�SURJUDPPHV��$OO� UHOHYDQW� LQIRUPDWLRQ

VKRXOG�EH�PDGH�DYDLODEOH��DQG�WKH�SUDFWLFH�RI�GHFLVLRQ�E\�FRQVHQVXV��ZKLFK�NHHSV�JHQXLQH

GHFLVLRQV��QHJRWLDWLRQV��DQG�DUP�WZLVWLQJ�EHKLQG�WKH�VFHQHV�VKRXOG�EH�UHSODFHG�ZLWK�RSHQ

GLVFXVVLRQV�DQG�YRWLQJ�SURFHGXUHV��:RRGV�������

7KLUG�� WKH� SUDFWLFH� RI� FRQGLWLRQDOLW\� VKRXOG� EH� IXQGDPHQWDOO\� UHIRUPHG��$V� D� UHPHG\� WR

FRQGLWLRQDOLW\� LQHIIHFWLYHQHVV��VRPH�VFKRODUV�KDYH�DUJXHG�IRU�VLPSOHU� WHUPV�DQG�VWURQJHU

SHQDOWLHV�IRU�FRXQWULHV�WKDW�UHQHJH��0RVOH\��+DUULJDQ�DQG�7R\H�������+LOOV��3HWHUVRQ�DQG

*ROGVWHLQ��������+DYLQJ�WKH�JRYHUQPHQW�RI�WKH�UHFLSLHQW�FRXQWU\�IRUPXODWH�LWV�DGMXVWPHQW

SURJUDPPHV� LQ� RUGHU� WR� VWUHQJWKHQ� RZQHUVKLS� LV� DOVR� DQ� RSWLRQ�� $�PRUH� GUDVWLF� UHIRUP

SURSRVDO�LV�WR�PDNH�FRQGLWLRQDOLW\�H[�SRVW²WKDW�LV��WR�GLUHFW�ORDQV�WR�RQO\�WKRVH�FRXQWULHV

WKDW� KDYH� JRRG� SROLFLHV� LQ� SODFH� DQG� WKXV� VLPSO\�PDNH� FRQGLWLRQDOLW\� REVROHWH� �*LOEHUW�

3RZHOO�DQG�9LQHV�������

7KHVH� UHIRUP� SURSRVDOV� DUH� QRW� ZLWKRXW� FHUWDLQ� GUDZEDFNV�� 6LPSOHU� FRQGLWLRQDOLW\� PD\

UHGXFH±EXW�QRW�HOLPLQDWH²WKH�RZQHUVKLS�LQFHQWLYH�DVSHFW��7KH�)XQG�� LQ�ORDQV�WR�VXSSRUW

EDODQFH�RI�SD\PHQWV��FRXOG�WDNH�WKLV�DSSURDFK��EXW�ZLWK�D�EXLOW�LQ�PRGLILFDWLRQ�RSWLRQ��LQ

FDVH�GHPDQG�FRPSUHVVLRQ�H[FHHGV� WDUJHW��3URJUDPPHV� IRUPXODWHG�E\� UHFLSLHQW�FRXQWULHV

FDQ�VXFFHHG�RQO\�LI�WKH�JRYHUQPHQWV�FRQFHUQHG�DUH�FRPPLWWHG�WR�UHIRUP��DQG�WKH�%:,V�DUH

SUHSDUHG�WR�DSSURYH�WKH�SURJUDPPHV�ZLWK�PLQLPDO�%:,�LQSXW��2WKHUZLVH��LW�ZRXOG�VLPSO\

EH� D� FRVPHWLF� FKDQJH�� 7KHUHIRUH�� WKLV� LGHD�PD\�EHVW� EH� SXW� LQWR� SUDFWLFH� LQ� FRQMXQFWLRQ

ZLWK� H[� SRVW� FRQGLWLRQDOLW\�� $V� IDU� DV� 
JRRG�SROLF\
� FRXQWULHV� DUH� FRQFHUQHG�� LW� PDNHV

HPLQHQW�VHQVH�IRU�WKH�%:,�WR�SURYLGH�DXWRPDWLF�DSSURYDO�RI�D�SURJUDPPH�SUHSDUHG�E\�WKH
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UHFLSLHQW� FRXQWU\� DQG� WKXV� HOLPLQDWH� FRQGLWLRQDOLW\�� DV� ZH� NQRZ� LW�� 7KH� LVVXH� KHUH� LV

GHWHUPLQLQJ�WKH�FULWHULD�WR�EH�XVHG�IRU�HYDOXDWLQJ�WKH�UHFLSLHQW�DV�D�
JRRG�SROLF\
�RU�D�
SRRU

SROLF\
� FRXQWU\�� 7KHVH� VWLSXODWLRQV�� KRZHYHU� LQGLUHFW�� FRXOG� VWLOO� LQIULQJH� RQ� VRYHUHLJQW\

DQG� XQGHUPLQH� WKH� GHPRFUDWLF� SROLWLFDO� SURFHVV�� ,Q� RUGHU� WR�PLQLPL]H� WKLV� SUREOHP�� WKH

FULWHULD�PXVW�EH�UHVWULFWHG�WR�D�VPDOO�VHW�RI�PDFURHFRQRPLF�SHUIRUPDQFH�PHDVXUHV�

$QRWKHU�SUREOHP�ZLWK�H[�SRVW�FRQGLWLRQDOLW\�LV�WKDW�LW�ZLOO�VWHHU�UHVRXUFHV�DZD\�IURP�
SRRU

SROLF\
� FRXQWULHV�� RIWHQ� WKH�PRVW� QHHG\�� 7KHVH� FRXQWULHV� KDYH� EHHQ� WXUQLQJ� WR� WKH� )XQG

SURJUDPPH� DIWHU� SURJUDPPH�� FUHDWLQJ� WKH� )XQG� WUHQG� RI� DSSURYLQJ� SURJUDPPHV� IRU� D

SHUPDQHQW� JURXS� RI� GHYHORSLQJ� FRXQWULHV� �%LUG� ������� $V� WKHUH� LV� QRW� PXFK� SRLQW� LQ

NHHSLQJ�WKHVH�FRXQWULHV�LQ�D�GHEW�WUDS��WKH�)XQG�VKRXOG�JHW�RXW�E\�VLPSO\�IRUJLYLQJ�WKHVH

FRXQWULHV�WKHLU�GHEWV�DQG�OHDYH�WKH�WDVN�WR�WKH�%DQN��7KH�%DQN��RQ�WKH�RWKHU�KDQG��VKRXOG

QRW� VLPSO\� VXVWDLQ� DLG� WR� WKHVH� UHFLSLHQWV�� EXW� LQFUHDVH� LW�� DOEHLW� LQ� D� WRWDOO\� GLIIHUHQW

PDQQHU�DV�LV�GLVFXVVHG�LQ�WKH�QH[W�VHFWLRQ�

)RXUWK�� HIIRUWV� VKRXOG�EH�PDGH� WR�GHFHQWUDOL]H� DV�PXFK�DV�SRVVLEOH� WKH� GHFLVLRQ�PDNLQJ

SURFHVV� DQG� UHVHDUFK� DFWLYLWLHV� RI� WKH� %:,V� WKDW� DUH� FXUUHQWO\� FRQFHQWUDWHG� LQ� WKHLU

:DVKLQJWRQ� KHDGTXDUWHUV�� :LWKRXW� VXFK� D� PRYH�� LW� ZLOO� EH� GLIILFXOW� WR� DFKLHYH� WUXH

RZQHUVKLS� DQG� LQYROYHPHQW� RI� WKH� SHRSOH� DQG� WR� GHYLVH� SROLFLHV� WKDW� IXOO\� DFNQRZOHGJH

VSHFLDO�ORFDO�FRQGLWLRQV��7UDQVIHUULQJ�PRUH�UHVHDUFK�DQG�GHFLVLRQ�PDNLQJ�DFWLYLWLHV�WR�WKH

ORFDO� RIILFHV� LV� HVVHQWLDO� IRU� HQKDQFLQJ� RZQHUVKLS�� DQG� WKH� %DQN� IXOO\� UHDOL]HV� WKH

LPSRUWDQFH�RI�GHFHQWUDOL]DWLRQ����5KHWRULFDO�FKDQJH�DVLGH��KRZHYHU��WKHUH�LV�OLWWOH�FKDQJH

LQ� JURXQG�RSHUDWLRQV��0HHWLQJV� DUH� EHLQJ� KHOG�ZLWK� ORFDO�1*2V� DQG� ODERXU� XQLRQV�� EXW

WKHVH�FRQVWLWXWH�PHUH�FRVPHWLF�WRXFKHV�UDWKHU�WKDQ�VHULRXV�FRQVHQVXV�EXLOGLQJ�
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'HFHQWUDOL]DWLRQ� RI� UHVHDUFK� LQ� WKH�%:,V�ZRXOG� DOVR� EH� DQ� HIIHFWLYH�ZD\� RI� LQMHFWLQJ� D

JUHDWHU� GRVH� RI� SUDJPDWLVP� WR� SURJUDPPHV� DQG� JUHDWHU� GLYHUVLW\� WR� WKH� LQWHOOHFWXDO� DQG

SROLWLFDO�SHUVSHFWLYHV�RI�LQVWLWXWLRQDO�WKLQNLQJ��%HFDXVH�RI�WKH�VFUHHQLQJ�HIIHFW�RI�WKH�KLULQJ

SURFHVV� DQG� WKH� ODWHU� VRFLDOL]DWLRQ� HIIHFW�� WKH� VWDII� FRPPXQLW\� LQ�:DVKLQJWRQ� LV� DSW� WR

EHFRPH� PRUH� RU� OHVV� KRPRJHQHRXV� LQ� LWV� RXWORRN� DQG� WR� DVVXPH� GRFWULQDLUH� SRVLWLRQV

ZLWKRXW�PXFK�UHJDUG�WR�WKH�VSHFLILFLWLHV�RI�ORFDO�FRQWH[WV��7KLV�KDV�WR�FKDQJH��7KH�VL]H�RI

VWDII�DW� WKH�:DVKLQJWRQ�KHDGTXDUWHUV�VKRXOG�EH�FXW� UDGLFDOO\�� DQG�PRUH� UHVHDUFK�SURMHFWV

VKRXOG� EH� FRQGXFWHG� ZLWKLQ� UHFLSLHQW� FRXQWULHV�� 7KLV� ZRXOG� DOVR� HQDEOH� D� VXEVWDQWLDO

LQFUHDVH�LQ�KLULQJ�ORFDO�HFRQRPLVWV�ZKR�DUH�NQRZOHGJHDEOH�DERXW�VSHFLILF�ORFDO�FRQGLWLRQV

DQG�WKH�VXEWOH�SROLWLFDO�LPSOLFDWLRQV��$W�WKH�VDPH�WLPH��LW�ZLOO�KHOS�EXLOG�XS�ORFDO�FDSDFLW\

LQ�SROLF\�UHVHDUFK�

�� 5('(),1,1*�7+(�52/(6�2)�7+(�%5(7721�:22'6�,167,787,216

&DSLWDO� IORZ� YRODWLOLW\� DQG� WKH� KLJKO\� FRQWDJLRXV� QDWXUH� RI� UHFHQW� ILQDQFLDO� FULVHV� SURYH

WKDW� WKH�FXUUHQW� LQWHUQDWLRQDO� ILQDQFLDO� V\VWHP� LV�XQDEOH� WR� VDIHJXDUG� WKH�ZRUOG� HFRQRP\

DQG�WKDW�D�QHZ��VDIHU�LQWHUQDWLRQDO�ILQDQFLDO�DUFKLWHFWXUH�LV�QHHGHG��$W�WKH�VDPH�WLPH�� WKH

SHUVLVWHQW�GHYHORSPHQW�FULVLV�FDOOV�IRU�D�PDMRU�UHWKLQNLQJ�RI�WKH�RSWLRQV�DYDLODEOH�WR�KHOS

DFFHOHUDWH�JURZWK�LQ�SRRU�FRXQWULHV�� ,W� LV� LQ�WKH�FRQWH[W�RI� WKHVH�FKDOOHQJHV� WKDW�ZH�PXVW

UHGHILQH�WKH�UROHV�RI�WKH�%UHWWRQ�:RRGV�LQVWLWXWLRQV�
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���� 1HZ�LQWHUQDWLRQDO�ILQDQFLDO�DUFKLWHFWXUH�DQG�WKH�)XQG

7KH� UHFHQW� FULVHV� SURYRNHG� LPSDVVLRQHG� FDOOV� IRU� D� IXQGDPHQWDO� RYHUKDXO� RI� JOREDO

ILQDQFLDO� JRYHUQDQFH���� $V� D� 81� UHSRUW� SXW� LW�� WKHUH� LV� DQ� 
HQRUPRXV� GLVFUHSDQF\� WKDW

H[LVWV� EHWZHHQ� DQ� LQFUHDVLQJO\� VRSKLVWLFDWHG� DQG� G\QDPLF� LQWHUQDWLRQDO� ILQDQFLDO� ZRUOG�

ZLWK� UDSLG� JOREDOL]DWLRQ� RI� ILQDQFLDO� SRUWIROLRV�� DQG� WKH� ODFN� RI� D� SURSHU� LQVWLWXWLRQDO

IUDPHZRUN�WR�UHJXODWH�LW
��81��������+RZHYHU�� WKLV�VWDWH�RI�DIIDLUV�GLG�QRW�HYROYH�RXW�RI

WKH� EOXH�� $V� LQGLFDWHG� LQ� WKH� KLVWRULFDO� UHYLHZ�� WKH� )XQG� KDV� EHHQ� LQFUHDVLQJO\

PDUJLQDOL]HG�LQ�PDQDJLQJ�FDSLWDO�IORZV�DQG�H[FKDQJH�UDWHV�HYHQ�DV�WKH\�EHFRPH�PRUH�DQG

PRUH� YRODWLOH��5DWKHU�� WKH� )XQG�KDV� EHHQ� GUDZQ� LQWR� FOHDULQJ� XS� WKH� ILQDQFLDO�PHVV� OHIW

EHKLQG� E\� YRODWLOH� FDSLWDO� IORZV��0DQ\� RI� WKH� SURSRVDOV� IRU� VWUHQJWKHQLQJ� LQWHUQDWLRQDO

ILQDQFLDO� DUFKLWHFWXUH� FRQFHUQ� PHDVXUHV� WKDW� LQGLYLGXDO� FRXQWULHV�� ERWK� UHFLSLHQW� DQG

RULJLQDWLQJ� FRXQWULHV�� VKRXOG� GR�� RU� WKH� FUHDWLRQ� RI� QHZ� LQWHUQDWLRQDO� LQVWLWXWLRQV�� $V

ZRUWK\�DV�WKHVH�PD\�EH��LW�LV�RI�FHQWUDO�LPSRUWDQFH�WKDW�WKH�)XQG�SOD\�D�FRQVWUXFWLYH�UROH�LQ

VWDELOL]LQJ�JOREDO�ILQDQFH�WKURXJK�FULVLV�SUHYHQWLRQ��QRW�MXVW�FULVLV�PDQDJHPHQW�

)LUVW�� WKH� )XQG�� DORQJ� ZLWK� WKH� %DQN�� VKRXOG� KHOS� VWUHQJWKHQ� WKH� ILQDQFLDO� V\VWHPV� RI

LQGLYLGXDO�FRXQWULHV�WKURXJK�VXFK�PHDVXUHV�DV�JUHDWHU�WUDQVSDUHQF\��EHWWHU�UHJXODWLRQ�DQG

VXSHUYLVLRQ�� DQG� LPSURYHG� FRUSRUDWH� JRYHUQDQFH� DQG� EDQNUXSWF\� ODZV���� 7KHUH� DUH� WZR

FDYHDWV��KRZHYHU��)RU�RQH�� LW�ZRXOG�EH�GLIILFXOW� DQG�SUREDEO\�XQZLVH� WR� DSSO\� XQLYHUVDO

JOREDO� VWDQGDUGV�� JLYHQ� WKH� GLYHUVLW\� RI� HFRQRPLF� FRQGLWLRQV� DQG� LQVWLWXWLRQDO� KLVWRU\�

,QVWHDG� RI� LPSRVLQJ� XQLYHUVDO� VWDQGDUGV�� WKH� HPSKDVLV� VKRXOG� EH� RQ� KHOSLQJ� FRXQWULHV

LPSURYH� ODZV� DQG� UHJXODWLRQV� LQ� RUGHU� WR� PLQLPL]H� V\VWHPLF� ULVNV� DQG� GHYHORS� WKH

H[SHUWLVH� WR�EDFN�XS�QDWLRQDO� ODZV�� )RU� DQRWKHU�� LQVRIDU� DV� FRPPRQ�PLQLPXP�VWDQGDUGV

DUH�DGYLVDEOH��WKHUH�DUH�GLVDJUHHPHQWV�RQ�WKH�SURSHU�LQVWLWXWLRQ�WR�WDNH�FKDUJH�RI�VHWWLQJ�XS
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DQG�LPSOHPHQWLQJ�WKHP��:KLOH�PDQ\�VHHP�FRQWHQW�WR�OHDYH�WKH�WDVN�WR�WKH�%:,V�RU�RWKHU

H[LVWLQJ� LQVWLWXWLRQV� OLNH� WKH� %DVOH� &RPPLWWHH� DQG� WKH� ,QWHUQDWLRQDO� 2UJDQL]DWLRQ� RI

6HFXULWLHV�&RPPLVVLRQV��RWKHUV�VHH�WKH�LPSRUWDQFH�RI�FUHDWLQJ�D�JOREDO�ILQDQFLDO�UHJXODWRU

�(DWZHOO�DQG�7D\ORU�������.DXIPDQ��������,Q�DQ\�FDVH��ZLWK�D�PXOWLSOLFLW\�RI�DFFXPXODWHG

FRXQWU\�H[SHULHQFH�DW� WKHLU�GLVSRVDO�� WKH�%:,V�DUH�ZHOO�SRVLWLRQHG� WR�SOD\�D�FRQVWUXFWLYH

UROH�LQ�WKLV�UHJDUG�

6HFRQG�� WKH�)XQG�VKRXOG�UHYLHZ�LWV�SRVLWLRQ�RQ�FDSLWDO�DFFRXQW� OLEHUDOL]DWLRQ��7KH�%:,V

ZHUH� FUHDWHG� DW� D� WLPH�ZKHQ� FDSLWDO� FRQWUROV�ZHUH� DOPRVW� WKH� XQLYHUVDO� SUDFWLFH��:KLOH

WKHVH�DJHQFLHV�ZHUH�LQVWUXPHQWDO�LQ�SURPRWLQJ�ILQDQFLDO�PDUNHW�LQWHJUDWLRQ�DQG�IUHH�FDSLWDO

PRELOLW\�� WKH\� DUH� QRW� SUHSDUHG� WR� GHDO� ZLWK� WKH� YRODWLOLW\� DQG� FRQWDJLRQF\� SUREOHPV�

7KHUHIRUH��XQOHVV� WKH� LQWHUQDWLRQDO� ILQDQFLDO� V\VWHP� LV� UDGLFDOO\� LPSURYHG�� LW� LV� YLWDO� WKDW

GHYHORSLQJ�DQG�WUDQVLWLRQ�HFRQRPLHV�UHWDLQ�WKHLU�DXWRQRP\�LQ�PDQDJLQJ�FDSLWDO�DFFRXQWV�

7KLV�DVSHFW�PXVW�EH�LQFRUSRUDWHG�LQ�GLVFXVVLRQV�RQ�EURDGHQLQJ�WKH�,0)�PDQGDWH�WR�LQFOXGH

FDSLWDO�DFFRXQW�FRQYHUWLELOLW\�

,Q�IDFW��WKH�)XQG�VKRXOG�JR�RQH�VWHS�IXUWKHU�DQG�RIILFLDOO\�VDQFWLRQ�DQG�HQFRXUDJH�FHUWDLQ

W\SHV� RI� PHDVXUHV� WR� FXUE� H[FHVVLYH� LQIORZV� RI� VKRUW�WHUP� FDSLWDO� LQ� GHYHORSLQJ� DQG

WUDQVLWLRQ�HFRQRPLHV� WKDW�DUH�DIIHFWHG�E\�ZHDN� ILQDQFLDO�VXSHUYLVLRQ�DQG�UHJXODWLRQ� �VHH�

IRU�LQVWDQFH��+LOOV��3HWHUVRQ�DQG�*ROGVWHLQ��������:KLOH�WKH�EHQHILWV�RI�IUHH�FDSLWDO�IORZV

DUH� \HW� WR� EH� HVWDEOLVKHG�� LW� LV� FOHDU� WKDW� FDSLWDO� DFFRXQW� OLEHUDOL]DWLRQ� KDV� FUHDWHG

GLIILFXOWLHV� LQ�PDFURHFRQRPLF�PDQDJHPHQW�DQG�DFXWH�YXOQHUDELOLWLHV� LQ� ILQDQFLDO�V\VWHPV

�)XUPDQ� DQG� 6WLJOLW]� ������� 7KH� IDFW� WKDW� &KLQD� DQG� ,QGLD� LQ� $VLD� DQG� &KLOH� LQ� /DWLQ

$PHULFD�ZHUH�DEOH�WR�DYRLG�VHYHUH�ILQDQFLDO�J\UDWLRQV�RU�VKDUS�RXWSXW�FRQWUDFWLRQV�GXULQJ

UHFHQW�UHJLRQDO�FULVHV�VKRXOG�QRW�EH�RYHUORRNHG����,Q�D�VHQVH��FDSLWDO�FRQWUROV��SDUWLFXODUO\
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ZLWK� UHJDUG� WR� LQIORZV�� DUH� D� IRUP� RI� SUXGHQWLDO� SROLF\� RSHUDWLQJ� DW� WKH�PDFUR� OHYHO�� ,W

VHHPV� LOORJLFDO� IRU� WKRVH� ZKR� DGYRFDWH� WLJKWHQLQJ� SUXGHQWLDO� UHJXODWLRQ� RQ� ILQDQFLDO

LQVWLWXWLRQV�WR�EH�KRVWLOH�WRZDUG�DQ\�PHDVXUHV�WR�FRQWURO�FDSLWDO�IORZV�

7KLUG�� LQ� WKH� LQWHUHVW� RI�PRUH� UDWLRQDO�PDQDJHPHQW� RI� JOREDO� GHPDQG�� WKH� )XQG� VKRXOG

DVVXPH� UHVSRQVLELOLW\� IRU� PDFURHFRQRPLF� SROLF\� FRRUGLQDWLRQ� DQG� H[FKDQJH� UDWH

VWDELOL]DWLRQ��LQVWHDG�RI�OHDYLQJ�WKH�WDVN�WR�WKH�*����RU�*���DIWHU�WKH�PRQHWDU\�XQLILFDWLRQ

LQ� (8��� &XUUHQF\� IOXFWXDWLRQV� DPRQJ� *��� FDQ� KDYH� VHULRXV� UHSHUFXVVLRQV� RQ� VPDOOHU

HFRQRPLHV�� JHQHUDWLQJ� PDFURHFRQRPLF� LPEDODQFHV� DQG� ILQDQFLDO� LQVWDELOLWLHV�

8QIRUWXQDWHO\�� WKH� )XQG� UHPDLQV� QRQ�FRPPLWWHG� RQ� WKH� LVVXH� RI� H[FKDQJH� UDWH

PDQDJHPHQW�� DQG� VXJJHVWV� IXUWKHU� VWXG\� DV� WKH� RQO\� DQVZHU� �,0)� ������� $V� PRUH� DQG

PRUH�GHYHORSLQJ�HFRQRPLHV�FKRRVH�WR�IORDW�WKHLU�FXUUHQFLHV�LQ�WKLQ�H[FKDQJH�PDUNHWV��WKH

)XQG�QHHGV�WR�SD\�JUHDWHU�DWWHQWLRQ�WR�H[FKDQJH�UDWH�VWDELOLW\�

)RXUWK�� WKH� )XQG� VKRXOG� UHFRQVLGHU� LWV� OHQGLQJ� SROLF\� E\�PRYLQJ� DZD\� IURP� ORQJ�WHUP

OHQGLQJ�DQG�IRFXVLQJ�RQ�LWV�UROH�DV�JOREDO�OHQGHU�RI�WKH�ODVW�UHVRUW��,W�PXVW�EH�QRWHG�WKDW�WKH

)XQG��WRJHWKHU�ZLWK�*���JRYHUQPHQWV��KDV�DOUHDG\�DVVXPHG�WKH�UROH�RI�OHQGHU�RI�ODVW�UHVRUW

E\�SURYLGLQJ�HPHUJHQF\�UHVFXH�ILQDQFLQJ� WR�FRXQWULHV� IDFLQJ� OLTXLGLW\�FULVHV�� ,Q�RUGHU� WR

VWUHQJWKHQ� WKLV� UROH�� WKH� )XQG� UHFHQWO\� FUHDWHG� QHZ� IDFLOLWLHV�� WKH� 6XSSOHPHQWDO� 5HVHUYH

)DFLOLW\�DQG�WKH�&RQWLQJHQW�&UHGLW�/LQH��+RZHYHU��LQ�VSLWH�RI�LQFUHDVHG�UHVRXUFHV�WKURXJK

WKH�1HZ�$UUDQJHPHQWV�WR�%RUURZ�LQ������DQG�LQFUHDVHG�TXRWD�LQ�������WKHVH�PHDVXUHV�DUH

LQDGHTXDWH� WR�FRXQWHU�PDMRU�VZLQJV� LQ�FDSLWDO� IORZV����5HOLDQFH�RQ�VXSSOHPHQWDU\� IXQGV

IURP� *��� JRYHUQPHQWV� KDV� DW� WLPHV� UHVXOWHG� LQ� WKH� LQFOXVLRQ� RI� XQQHFHVVDU\� ORDQ

FRQGLWLRQV����,I�WKH�)XQG�ZHUH�WR�EH�D�WUXH�JOREDO�OHQGHU�RI�ODVW�UHVRUW��LW�ZRXOG�KDYH�WR�EH

HPSRZHUHG� WR� LVVXH� 6'5V� WR� LWVHOI�� VXEMHFW� WR� D� OLPLW�� ZKLFK� ZRXOG� EH� HOLPLQDWHG� RQ
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UHSXUFKDVH� E\� WKH� ERUURZLQJ� FRXQWU\� �81� ������� 7KLV� PRYH� ZRXOG� HDVH� WKH� )XQG
V

SUREOHP� RI� UHVRXUFH� VKRUWDJH� DV� ZHOO� DV� UHOLHYH� VRPH� RI� WKH� SUHVVXUH� H[HUWHG� E\

FRQWULEXWLQJ�JRYHUQPHQWV�

0DNLQJ�WKH�,0)�D�WUXH�JOREDO�OHQGHU�RI�ODVW�UHVRUW�ZRXOG�HPSRZHU�WKH�)XQG�ZLWK�JUHDWHU

DXWKRULW\� DQG� UHVRXUFHV�� DQG� XQGHUVWDQGDEO\� LW� ORRNV� IDYRXUDEO\� RQ� WKLV� UROH� �)LVFKHU

����D���+RZHYHU�� WKH� ILQDQFLDO� EXUHDXFUDWV� RI� WKH�)XQG� VKRXOG� QRW� EH� DOORZHG� WR�ZLHOG

HYHQ�JUHDWHU�SRZHU�RYHU�FULVLV�HFRQRPLHV�RU�HPDVFXODWH�ORFDO�SROLWLFDO�V\VWHPV�WKDQ�WKH\

DOUHDG\�GR��7KXV��D�VHW�RI�FULWHULD�VKRXOG�EH�GHYHORSHG�VR�WKDW�ODVW�UHVRUW�ILQDQFLQJ�ZRXOG

EH� DYDLODEOH� ZLWKRXW� DQ\� FRQGLWLRQDOLW\� RQO\� LI� D� FULVLV� FOHDUO\� LV� GULYHQ� E\� SDQLF� RU

FRQWDJLRQ��,Q�FDVH�RI�RWKHU�SD\PHQW�FULVHV�LQ�
JRRG�SROLF\
�FRXQWULHV��FRQGLWLRQDOLW\�VKRXOG

FRYHU� RQO\� WKH� PLQLPXP� PDFURHFRQRPLF� DGMXVWPHQWV� QHHGHG� IRU� EDODQFH�RI�SD\PHQWV

LPSURYHPHQW�� DQG� EH� VXEMHFW� WR� DXWRPDWLF� PRGLILFDWLRQ� LQ� FDVH� GHPDQG� FRPSUHVVLRQ

H[FHHGV�WDUJHW��7KH�)XQG�VKRXOG�UHIUDLQ�IURP�OHQGLQJ�WR�
SRRU�SROLF\
�FRXQWULHV���

)LQDOO\�� WKH�)XQG�QHHGV� WR� GHYHORS� D� 
EDLO�LQ
� SURJUDPPH��ZKLFK�ZRXOG� SURPRWH� JUHDWHU

SULYDWH� VHFWRU� LQYROYHPHQW� LQ� IRUHVWDOOLQJ� DQG� UHVROYLQJ� FULVHV� �)LVFKHU� ����E��

6WUHQJWKHQLQJ�WKH�)XQG
V�UROH�DV�OHQGHU�RI�ODVW�UHVRUW�UDLVHV�WKH�FRQFHUQ�RI�PRUDO�KD]DUG�LQ

LQWHUQDWLRQDO�OHQGLQJ��)RU�ERUURZLQJ�FRXQWULHV��WKH�SUREOHP�FDQ�EH�PLQLPL]HG�E\�OLQNLQJ

DYDLODELOLW\� DQG� ERUURZLQJ� FRVWV� RI� WKH� HPHUJHQF\�UHVFXH� ILQDQFLQJ� WR� WKHLU� FULVLV

SUHYHQWLRQ�PHDVXUHV��%XW� WKH�SUREOHP�FDQ�EHFRPH�VHULRXV�ZLWK� UHVSHFW� WR�FUHGLWRUV�ZKR

ZLOO�EH�WHPSWHG�WR�GRZQSOD\�WKH�ULVNV�RI�OHQGLQJ�WR�GHYHORSLQJ�DQG�WUDQVLWLRQ�HFRQRPLHV�LI

WKH\� DUH� EDLOHG� RXW� UHSHDWHGO\� IURP� WKH� HIIHFWV� RI� UHFNOHVV� OHQGLQJ�� 7KLV� LV�PRUDOO\� DQG

SROLWLFDOO\�XQDFFHSWDEOH��DV�ZHOO�DV�EHLQJ�HFRQRPLFDOO\�LQHIILFLHQW�



����

7KH�EDLO�LQ�RSWLRQ�FDQ� WDNH�DOWHUQDWLYH�IRUPV��7KH�)XQG�FDQ�HQFRXUDJH� WKH�XWLOL]DWLRQ�RI

VXFK�PDUNHW�EDVHG�LQFHQWLYHV�DV�SULYDWH�FRQWLQJHQF\�FUHGLW�OLQHV�D�OD�$UJHQWLQH�LQ�RUGHU�WR

NHHS�WKH�SULYDWH�VHFWRU�LQYROYHG��7KLV�LV�D�XVHIXO�GHIHQFH��EXW�VLPLODU�WR�EXLOGLQJ�XS�ODUJH

UHVHUYHV�� LV� FRVWO\�� 7KH� )XQG� FRXOG� SURYLGH� JXDUDQWHHV�� WKXV� UHGXFLQJ� WKH� FRVWV� RI� VXFK

DUUDQJHPHQWV��$QRWKHU�PHWKRG�XVHG�� IRU� LQVWDQFH� LQ� WKH� IUDPHZRUN�RI� WKH�3DULV�&OXE�RU

PRUH�UHFHQWO\�LQ�WKH�.RUHDQ�FDVH��LV�WR�HQFRXUDJH²DQG�WR�LQWHUYHQH�LQ²GHEW�UHVWUXFWXULQJ

QHJRWLDWLRQV��+RZHYHU�� WKLV� SURFHVV� LV� IUHTXHQWO\� DGRSWHG�DG� KRF� DQG� H[� SRVW� DQG� RIWHQ

HQWDLOV� WKH� FRQYHUVLRQ� RI� SULYDWH� GHEW� LQWR� SXEOLF� GHEW� ZLWK� OLWWOH� ORVV�VKDULQJ�� $� PRUH

IXQGDPHQWDO� UHIRUP� LV� WKH� LQWURGXFWLRQ� RI� FROOHFWLYH�DFWLRQ� FODXVHV� LQ� VRYHUHLJQ� ERQG

FRQWUDFWV� DQG� WKH� IRUPDWLRQ� RI� FUHGLWRU� FOXEV� IRU� EDQN� ORDQV� VR� DV� WR� PDNH� TXLFN

UHVFKHGXOLQJ� SRVVLEOH� LQ� WKH� HYHQW� RI� D� FULVLV�� 7KLV� PD\� LQWURGXFH� LQFUHDVHG� ERUURZLQJ

FRVWV� E\� IRUHVWDOOLQJ� WKH� FUHGLWRUV
� H[LW� RSWLRQ�� EXW� WKH� FHUWDLQW\� RI� RUGHUO\� UHVFKHGXOLQJ

PD\�DOVR�EH�DQ�DWWUDFWLYH�DOWHUQDWLYH�WR�FUHGLWRUV��6XFK�DUUDQJHPHQWV�ZRXOG�EH�KHOSIXO�IRU

FULVLV�SUHYHQWLRQ�DQG� UHVROXWLRQ��EXW�DUH�GLIILFXOW� IRU�GHYHORSLQJ� FRXQWULHV� WR� LQVWLWXWH�RQ

WKHLU� RZQ�� WKXV� PDNLQJ� DQ� DFWLYH� UROH� E\� WKH� )XQG� DQG� VXSSRUW� E\� WKH� *��� FRXQWULHV

QHFHVVDU\��2QH�RI�WKH�PRUH�UDGLFDO�SURSRVDOV�IRU�EDLOLQJ�LQ�WKH�SULYDWH�VHFWRU�FDOOV�IRU�WKH

FUHDWLRQ�RI� DQ� LQWHUQDWLRQDO�EDQNUXSWF\� FRXUW�ZKHUHE\� DQ�RUGHUO\�GHEW�ZRUNRXW� FDQ� WDNH

SODFH�XQGHU�D�GHEW�VWDQG�VWLOO��6DFKV�������81&7$'��������7KLV�SURSRVDO��KRZHYHU��KDV

FHUWDLQ� GLIILFXOWLHV�� )RU� LQVWDQFH�� WKH� FRXUW� ZRXOG� QHHG� WR� IXQFWLRQ� DFFRUGLQJ� WR� SUH�

DUUDQJHG�FULWHULD�LQ�RUGHU�WR�HQVXUH�WKDW�GHFLVLRQV�RQ�GHEW�VWDQG�VWLOO�FDQ�EH�JLYHQ�TXLFNO\�

RU�WKH�FRXUW�PD\�HQFRXQWHU�SUREOHPV�ZLWK�WKH�HQIRUFHPHQW�RI�GHEW�ZRUNRXW�SURJUDPPHV

�5RJRII��������7KHVH�GLIILFXOWLHV�VKRXOG�QRW��KRZHYHU��SUHYHQW�IXUWKHU�LQYHVWLJDWLRQ�RI�WKH

SRVVLELOLWLHV�RI�DQ�LQWHUQDWLRQDO�EDQNUXSWF\�FRXUW�
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���� 'HYHORSPHQW�FULVLV�DQG�WKH�%DQN

8QOLNH� WKH�DFXWH� ILQDQFLDO� FULVHV� LQ� HPHUJLQJ� HFRQRPLHV�� WKH� FKURQLF�GHYHORSPHQW� FULVLV

KDV�IDLOHG�WR�DGYDQFH�DQ\�EROG�SURSRVDOV��3ROLWLFLDQV�JLYH�IUHTXHQW�OLS�VHUYLFH�WR�WKH�XUJHQW

QHHG�WR�HUDGLFDWH�WKH�DEMHFW�SRYHUW\�IDFHG�E\�D�WKLUG�RI�WKH�ZRUOG
V�SRSXODWLRQ��EXW�WKHUH�LV

OLWWOH�DFWLRQ�RQ�WKH�JURXQG��7KHUH�LV�DOVR�D�VHULRXV�SDXFLW\�RI�DFWLRQ�SODQV�IURP�WKH�%:,V�WR

ILJKW�WKH�GLOHPPD�

,W�ZRXOG�VHHP�WKDW� WKH�%:,V�KDYH�DOZD\V� ODFNHG�FRKHUHQW�GHYHORSPHQW�VWUDWHJLHV��)LUVW�

WKH�%:,V�IDLOHG�WR�LQWURGXFH�D�FRPPRGLW\�SULFH�VWDELOL]DWLRQ�VFKHPH�GHVSLWH�WKH�IDFW�WKDW

ODUJH�IOXFWXDWLRQV�LQ�WKHVH�SULFHV�ZHUH�FDXVLQJ�GLIILFXOWLHV�LQ�PDQDJLQJ�GHYHORSLQJ�FRXQWU\

HFRQRPLHV����6HFRQG�� WKHUH�ZDV� LQLWLDOO\�QR�SODQ� IRU�RUGHUO\� DQG�DGHTXDWH�FDSLWDO� IORZV�

QRW�WR�PHQWLRQ�WUDQVIHU�RI�WHFKQRORJ\��WR�WKH�GHYHORSLQJ�FRXQWULHV��$OWKRXJK�WKH�%DQN�ODWHU

WRRN�XS�WKLV�LVVXH��LW�ZDV�RQO\�RQ�D�OLPLWHG�VFDOH��7KLUG��WKH�GLIILFXOW�TXHVWLRQ�RI�SURPRWLQJ

WKH� SROLWLFDO� DQG� LQVWLWXWLRQDO� FKDQJHV� YLWDO� IRU� VXVWDLQDEOH� GHYHORSPHQW� ZLWKRXW

FRPSURPLVLQJ� VRYHUHLJQW\� ZDV� QHYHU� IDFHG� VTXDUHO\� DQG� ZDV� OHIW� WR� EH� PRXOGHG� LQ

SUDFWLFH�E\�WKH�ILQDQFLDOO\�SRZHUIXO�

6LQFH�WKH�����V�WKH�%:,V�VXSSRUWHG�WKH� 
PDUNHW�IULHQGO\
�GHYHORSPHQW�VWUDWHJ\�EDVHG�RQ

WKH�:DVKLQJWRQ�FRQVHQVXV��+RZHYHU��LW�ZDV�QRW�D�JHQXLQH�JOREDO�VWUDWHJ\�IRU�GHYHORSPHQW

DV�WKH�%:,V�IUHTXHQWO\� IDLOHG� WR�FRQVLGHU� WKH�RYHUDOO�HIIHFW�RI� WKHLU�DFWLRQV� LQ� LQGLYLGXDO

FRXQWULHV�� SURGXFLQJ� D� IDOODF\� RI� FRPSRVLWLRQ� �6WHZDUW� DQG� )LW]*HUDOG� ������� $� FODVVLF

H[DPSOH�LV� WKH�HSLVRGH�LQ�WKH�����V��ZKHQ� LQGLYLGXDO�FRXQWULHV�ZLWK�EDODQFH�RI�SD\PHQW

GLIILFXOWLHV�UHVXOWLQJ�IURP�IDOOLQJ�FRPPRGLW\�SULFHV�ZHUH�DGYLVHG�WR�HQFRXUDJH�FRPPRGLW\

SURGXFWLRQ� DQG� H[SRUW�� ZKLFK� VXEVHTXHQWO\� SUHFLSLWDWHG� IXUWKHU� GHFOLQHV� LQ� FRPPRGLW\
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SULFHV��0RUHRYHU�� WKH�:DVKLQJWRQ�FRQVHQVXV�IDLOHG�WR�JHQHUDWH�VXVWDLQHG�JURZWK� LQ�PRVW

SRRU�FRXQWULHV��RIWHQ�H[DFHUEDWLQJ�LQFRPH�GLVWULEXWLRQ�DQG�SROLF\�VXVWDLQDELOLW\�

,W� LV� WUXH� WKDW� WKH� %:,V� KDYH� JUDGXDOO\� VKLIWHG� WKHLU� HPSKDVHV� DQG� REMHFWLYHV�� 7KH

GLVWULEXWLRQDO� LPSDFW� RI� SURJUDPPHV� UHFHLYHV� JUHDWHU� DWWHQWLRQ� DQG�� LQ� WKH� FDVH� RI� WKH

%DQN�� HQYLURQPHQWDO� FRQVHTXHQFHV� DFNQRZOHGJHG�� 7KHUH� KDV� DOVR� EHHQ� VRPH� FKDQJH� LQ

WKH� XQGHUO\LQJ� HFRQRPLFV� DQG� VXEVHTXHQWO\� LQ� WKH� SROLF\� VWDQFH� RI� WKH� %:,V�� 7KH

LPSRUWDQFH� RI� FHUWDLQ� SXEOLF� LQWHUYHQWLRQV� VXFK� DV� SUXGHQWLDO� UHJXODWLRQ� RI� ILQDQFLDO

LQVWLWXWLRQV�DQG�WKH�HVWDEOLVKPHQW�RI�VRFLDO�VDIHW\�QHWV�DUH�UHFRJQL]HG��7KH�QHHG�WR�SURYLGH

VXSSRUWLQJ� UHYHQXH� LV� DOVR� QRZ� UHFRJQL]HG�� 7KH� )XQG
V� GRFWULQH� RI� KLJKHU� LQWHUHVW� UDWH

VWLPXODWLQJ�VDYLQJ�DQG�WKHUHIRUH�JURZWK�LV�QR�ORQJHU�PDLQWDLQHG��DQG�LW�KDV�EHHQ�UHDOL]HG

WKDW�FRQWUROV�RQ�H[WHUQDO�FDSLWDO�PRYHPHQWV�FDQ�KHOS�FRQWDLQ�ILQDQFLDO�IUDJLOLW\��7KH�:RUOG

%DQN�LV�QRZ�GHYHORSLQJ�D� 
FRPSUHKHQVLYH�GHYHORSPHQW�IUDPHZRUN
� WKDW�SXUSRUWV� WR�VHHN


EURDGHU�JRDOV
�ZLWK�
PRUH�LQVWUXPHQWV�
��

+RZHYHU��GRXEWV�UHPDLQ�ZLWK�UHJDUG�WR�WKH�GHJUHH�RI�DFWXDO�FKDQJH�LQ�WKH�SRVLWLRQ�RI�WKH

)XQG�� ,WV� ����� SURJUDPPHV� IRU� 7KDLODQG�� ,QGRQHVLD� DQG� 6RXWK� .RUHD� ZHUH� KHDYLO\

FULWLFL]HG� IRU� VWLSXODWLQJ�D� ILVFDO� WLJKWHQLQJ�ZKHQ�QR�FKURQLF�GHILFLW� SUREOHP�H[LVWHG�� IRU

LPSRVLQJ�D�KLJK� LQWHUHVW� UDWH�SROLF\�ZKHUH� LW�FRXOG�FDXVH�VHULRXV�GDPDJH�EHFDXVH�RI� WKH

KLJK�OHYHUDJH�UDWLR�RI�ILUPV��DQG�IRU�DGYRFDWLQJ�DOO�RXW�FDSLWDO�PDUNHW�OLEHUDOL]DWLRQ�ZKHQ

DQ� HDUOLHU� OLEHUDOL]DWLRQ� DWWHPSW� KDG� SUHFLSLWDWHG� WKH� FULVLV���� 7KH� %DQN� KDV� FHUWDLQO\

FKDQJHG� D� JUHDW� GHDO� LQ� WHUPV� RI� LWV� UKHWRULF�� EXW� VR� IDU� WKHUH� KDV� EHHQ� OLWWOH� QRWLFHDEOH

FKDQJH�LQ�LWV�FRXQWU\�RSHUDWLRQV�DQG�LQ�LWV�FDSDFLW\�WR�DFFRPPRGDWH�GLVVHQWLQJ�YLHZV�
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,Q� DQ\� FDVH�� D� VKLIW� IURP� WKH� :DVKLQJWRQ� FRQVHQVXV� WR� 
FRPSUHKHQVLYH� GHYHORSPHQW

IUDPHZRUN
�LV�QRW�HQRXJK��:KDW�LV�QHHGHG�LV�D� WUXO\�JOREDO�DSSURDFK�� LQ�ZKLFK�WKH�%DQN

EHFRPHV�D�VWDXQFK�DGYRFDWH�RI� D� V\VWHP�RI� LQWHUQDWLRQDO� WUDGH� DQG� ILQDQFH� WKDW� VXSSRUWV

UDSLG�JURZWK�LQ�SRRU�FRXQWULHV�DQG�DOORZV�D�GHJUHH�RI�IUHHGRP�LQ�FKRRVLQJ�GHYHORSPHQW

VWUDWHJ\�� 7KLV� ZLOO� LQFOXGH� FRPPRGLW\� SULFH� VWDELOL]DWLRQ� DV� ZHOO� DV� WKH� UHIRUP� RI

LQWHUQDWLRQDO� ILQDQFH� GLVFXVVHG� DERYH�� %HIRUH� LQWHUQDO� FKDQJHV� FDQ� EH� HIIHFWHG� LQ

GHYHORSLQJ�FRXQWULHV��WKH�SDWURQL]LQJ�DWWLWXGH�RI��
:H�NQRZ�ZKDW�LV�EHVW�IRU�\RX
�QHHGV�WR

EH� UHSODFHG� E\� H[WHQGLQJ� D� KHOSLQJ� KDQG� WR� GRPHVWLF� IRUFHV� RI� FKDQJH�� ,QVWHDG� RI

HQGHDYRXULQJ� WR� WHDFK� JRRG� HFRQRPLFV� RU� PLFUR�PDQDJH� HFRQRPLHV� WKURXJK

FRQGLWLRQDOLW\�� WKH�%DQN�VKRXOG�SURYLGH�DVVLVWDQFH� LQ� WKH� ILHOG� LQ� WHUPV�RI� UHVRXUFHV� DQG

WHFKQLFDO�VXSSRUW�

7KH�OHJDF\�RI�SDVW�PLVWDNHV��ZKLFK�UHVXOWHG�LQ�WKH�KRSHOHVV�LQGHEWHGQHVV�RI�SRRU�FRXQWULHV

PXVW�EH�H[SXQJHG��5HFHQWO\��WKH�+,3&�LQLWLDWLYH�KDV�VKRZQ�VRPH�SURJUHVV�ZKHQ�WKH�ULFK

QDWLRQV�PHW� WR�DJUHH�RQ�D� ILQDQFLDO�SODQ� WR�ZULWH�RII� WKH������ELOOLRQ�GHEW�RI� WKH�ZRUOG
V

SRRUHVW�FRXQWULHV�����%XW�WKH�JUDGXDOLVW�DSSURDFK�LQ�LPSOHPHQWDWLRQ�RQO\�SURORQJV�WKH�GHEW

RYHUKDQJ�RI�SRRU�FRXQWULHV�� ,W� LV� WLPH� WR�HOLPLQDWH� WKH� LQGHEWHGQHVV�SUREOHP�ZLWK�D�RQH�

VKRW�ZULWH�RII��DIWHU�ZKLFK�WKH�)XQG�VKRXOG�UHIUDLQ�IURP�SURYLGLQJ�ORQJ�WHUP�GHYHORSPHQW

ORDQV��DQG�WKH�%DQN�VKRXOG�WDNH�SULPDU\�UHVSRQVLELOLW\�IRU�WDFNOLQJ�WKH�GHYHORSPHQW�FULVLV�

:KDW�VKRXOG�EH�WKH�PDLQ�IXQFWLRQV�RI�WKH�%DQN"�2EYLRXVO\��WKH�%DQN�QHHGV�WR�FRQFHQWUDWH

LWV�HIIRUWV�RQ�WKH�SRRU�,'$�FRXQWULHV��DQG�LWV�DLG�VKRXOG�FOHDUO\�EH�IRFXVHG�RQ�WKH�SURYLVLRQ

RI�SXEOLF�JRRGV�WKDW�JHQHUDWH�OLWWOH�LQWHUHVW�DPRQJ�SULYDWH�FDSLWDO��7KH�%DQN�FRXOG�SURPRWH

GHYHORSPHQW� RI� WKH� SRRU� FRXQWULHV� E\� FRQWULEXWLQJ� WR� LQYHVWPHQWV� LQ� KHDOWK�� HGXFDWLRQ�

HQYLURQPHQWDO� SURWHFWLRQ� DQG� WHFKQRORJ\� WUDQVIHU�� ,QIUDVWUXFWXUH� VKRXOG� EH� ILQDQFHG� E\
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SULYDWH� FDSLWDO� DV� PXFK� DV� SRVVLEOH�� DQG� RQO\� FULWLFDOO\� LPSRUWDQW� EXW� SULYDWHO\� QRQ�

IXQGDEOH� SURMHFWV� VKRXOG� EH� FRQVLGHUHG� IRU� VXSSRUW� E\� WKH� %DQN�� ,QVWHDG� RI� IRUPDO

FRQGLWLRQDOLW\�IRU�WKHVH�SURMHFWV��WKH�SULPDU\�PHDQV�RI�HQVXULQJ�TXDOLW\�PDQDJHPHQW�FRXOG

EH�WKH�QRWLFHDEOH�SUHVHQFH�RI�%DQN�VWDII�LQ�WKH�UHFLSLHQW�FRXQWULHV�

7R�VXSSRUW�VRFLDO�SURMHFWV�� WKH�%DQN�VKRXOG�DGRSW� WKH�SULQFLSOH�RI� IHZHU� ORDQV�DQG�PRUH

JUDQWV��/RDQV�IRU�VRFLDO� LQYHVWPHQW�PD\�EH�XVHIXO� LQ� 
JRRG�SROLF\
�FRXQWULHV�EXW� LQ� 
SRRU

SROLF\
�FRXQWULHV��WKHVH�PD\�XOWLPDWHO\�FUHDWH�GHEW�SUREOHPV�ZLWKRXW�DFKLHYLQJ�PXFK�JRRG�

,Q� WKH�EHJLQQLQJ��%DQN�DFWLYLWLHV�ZHUH�PRWLYDWHG� E\� LPSHUIHFWLRQV� LQ� WKH� FDSLWDO�PDUNHW

WKDW�GHQLHG�GHYHORSLQJ�FRXQWULHV�DFFHVV�WR�IRUHLJQ�FDSLWDO��%XW�VLQFH�WKHQ�� WKHUH�KDV�EHHQ

FRQVLGHUDEOH�GHYHORSPHQW� LQ� FDSLWDO�PDUNHWV� DQG� LW� VKRXOG�QRW�EH�GLIILFXOW� WR� KDYH� JRRG

LQYHVWPHQW� SURMHFWV� ILQDQFHG� SULYDWHO\�� ,W� LV� D� IDFW� WKDW�� GHVSLWH� WKH� LQFUHDVLQJ� FDSLWDO

PDUNHWV�� SRRU� GHYHORSLQJ� FRXQWULHV� DUH� VWLOO� E\� DQG� ODUJH� VKXW� RII� IURP� SULYDWH� FDSLWDO

LQIORZV��%XW�WKLV�VWHPV�PRVWO\�IURP�WKH�IDFW�WKDW�HFRQRPLF�DQG�SROLWLFDO�FRQGLWLRQV�LQ�WKHVH

FRXQWULHV� PDNH� SRWHQWLDOO\� JRRG� SURMHFWV� FRPPHUFLDOO\� XQDWWUDFWLYH�� *LYHQ� WKHVH

FLUFXPVWDQFHV�� LW� LV� QR� ORQJHU� DV� FRPSHOOLQJ� WR� MXVWLI\� %DQN� DFWLYLWLHV� LQ� WHUPV� RI

FRUUHFWLQJ�FDSLWDO�PDUNHW�IDLOXUHV� ��

5HFHQWO\�� XQGHU� WKH� OHDGHUVKLS� RI� 3UHVLGHQW� -DPHV�:ROIHQVRKQ�� WKH�%DQN� DQQRXQFHG� LWV

LQWHQWLRQ� WR� H[SDQG� IURP� D� 
ORDQ� EDQN
� WR� D� 
NQRZOHGJH� EDQN
�� ,W� LV� DUJXHG� WKDW� DV

NQRZOHGJH� LV� D� SXEOLF� JRRG�� WKH� %DQN� FDQ� FRQWULEXWH� WR� LQWHUQDWLRQDO� GHYHORSPHQW� E\

SURGXFLQJ�DQG�GLVVHPLQDWLQJ�NQRZOHGJH�RQ�GHYHORSPHQW�SROLFLHV��,WV�ORDQ�RSHUDWLRQV�ZLOO

DOVR�LPSURYH�LI�WKLV�NQRZOHGJH�LV�XVHG�WR�LGHQWLI\�VXLWDEOH�SURMHFWV�DQG�SURJUDPPHV��7KH

PRGDOLW\� RI� D� 
NQRZOHGJH� EDQN
� FRQWUDVWV�ZLWK� WKH� 
FRQGLWLRQDOLW\� EDQN
� �*LOEHUW�� 3RZHOO

DQG�9LQHV��������$FFRUGLQJ� WR� FRQYHQWLRQDO�YLHZV�� WKH�%DQN��EHFDXVH�RI� FRQGLWLRQDOLW\�
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KDV� EHWWHU� SURVSHFWV� RI� UHSD\PHQW� DQG� UHWXUQV� RQ� LQYHVWPHQW� DQG� FDQ� VXEVHTXHQWO\� OHQG

SURILWDEO\� WR�SURMHFWV� DQG�SURJUDPPHV�ZKLFK�SULYDWH� FDSLWDO�ZRXOG�QRW� ULVN��:KLOH� ERWK

LQWHUSUHWDWLRQV�KLJKOLJKW� ORDQV�DV� WKH�NH\�DFWLYLW\�RI� WKH�%DQN�� WKH\�GHYLDWH�RQO\� LQ�ZKDW

RWKHU� DFWLYLWLHV²LPSRVLQJ� FRQGLWLRQDOLW\� DQG� PRQLWRULQJ� RU� SURGXFLQJ� DQG� DSSO\LQJ

GHYHORSPHQW� NQRZOHGJH²ZRXOG� HQDEOH� WKH� %DQN� WR� GR� EHWWHU� WKDQ� SULYDWH� OHQGLQJ

LQVWLWXWLRQV��6XFK�DQ�LQWHUSUHWDWLRQ�RI�WKH�
NQRZOHGJH�EDQN
�LV�QRW�VXIILFLHQWO\�IDU�UHDFKLQJ�

WKH�%DQN� VKRXOG�QRW� UHVWULFW� LWV�PLVVLRQ� WR�PDNLQJ� FRPPHUFLDOO\� IHDVLEOH� ORDQV�� KDG� WKH

FDSLWDO�PDUNHW�EHHQ�SHUIHFW�� ,QVWHDG�� LW�VKRXOG�UHGHILQH�LWV�UROH�WR�EHFRPH�D�GHYHORSPHQW

DJHQF\�� RIIHULQJ� QRW� RQO\� SROLF\� DGYLFH�� EXW� DOVR� SURYLGLQJ� WKH� ILHOG�ZLWK� 
GHYHORSPHQW

VROGLHUV
�JLIWHG�ZLWK�VNLOOV��H[SHUWLVH�DQG�GHGLFDWLRQ�ZKLOH�PD[LPL]LQJ�WKH�KLULQJ�RI� ORFDO

SHRSOH�

���� 7KH�%DQN�)XQG�UHODWLRQV

6LQFH�WKH�PLG�����V�DQG�PRUH�HDUQHVWO\�LQ�WKH�����V��WKH�)XQG�DQG�WKH�%DQN�H[SHULHQFHG

D� ODUJH� GHJUHH� RI� RYHUODS� LQ� WKHLU� DFWLYLWLHV�� 7KH� ����� JXLGHOLQHV� IRU� )XQG�%DQN

FROODERUDWLRQ� GHPDUFDWHG� WKH� DUHDV� RI� SULPDU\� UHVSRQVLELOLW\� IRU� HDFK� LQVWLWXWLRQ�

PDFURHFRQRPLF� LVVXHV�VXFK�DV�H[FKDQJH�UDWHV��EDODQFH�RI�SD\PHQWV�DQG�VWDELOL]DWLRQ�IRU

WKH� )XQG� DQG� GHYHORSPHQW� SURJUDPPHV� DQG� SURMHFW� HYDOXDWLRQ� IRU� WKH� %DQN�� %XW� WKH

LQFUHDVLQJ� RYHUODS� FUHDWHG� WZR�PDMRU� SUREOHPV�� SRVVLELOLW\� RI� FRQIOLFW� EHWZHHQ� WKH� WZR

DQG�WKH�SRVVLELOLW\�RI�HDFK�LQVWLWXWLRQ�ORVLQJ�VLJKW�RI�LWV�FRUH�PLVVLRQ�

%\�DQG� ODUJH�� FROODERUDWLRQ� UDWKHU� WKDQ� FRQIOLFW� KDV�SUHYDLOHG� EHWZHHQ� WKH� )XQG� DQG� WKH

%DQN�IRU�WKUHH�UHDVRQV����)LUVW��WKHUH�ZDV�SUHVVXUH�IRU�PRUH�HIIHFWLYH�FROODERUDWLRQ�IURP

WKH� ULFK� FRXQWULHV� RQ� WKH� WZR� LQVWLWXWLRQV� �-XQJXLWR� ������� 6HFRQG�� WKH� )XQG�ZDV� LQ� WKH
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GULYHU
V� VHDW�� ZLWK� LWV� DGMXVWPHQW� SURJUDPPH� JLYLQJ� WKH� VHDO� RI� DSSURYDO� VRXJKW� E\� WKH

PDUNHW����$QG�ILQDOO\��WKH�WZR�LQVWLWXWLRQV�FRQYHUJHG�JUHDWO\�LQ�WKHLU�SROLF\�YLHZV�

%XW�WKLV�LV�QR�FDXVH�IRU�FHOHEUDWLRQ��:KLOH�FROODERUDWLRQ�DQG�FRRUGLQDWLRQ�WR�HQKDQFH�WKH

HIIHFWLYHQHVV� RI� WKH� RYHUODSSLQJ� DQG� LQWHUFRQQHFWHG� DJHQGD� LV� RQH� WKLQJ�� VXSSUHVVLRQ� RI

GLIIHUHQFHV� RI� RSLQLRQ� DQG� KHDOWK\� GHEDWH� LV� DQRWKHU� PDWWHU�� ,W� LV� D� NQRZQ� IDFW� WKDW� LQ

PDWWHUV� RI� HFRQRPLF� SROLF\�� FRQVHQVXV� LV� UDUH�� 0DLQWDLQLQJ� WKH� SUHWHQFH� RI� FRQVHQVXV

SUHFOXGHV� SRVVLELOLWLHV� RI� FRUUHFWLQJ� IODZHG� SROLFLHV� DQG� XQGHUPLQHV� OHJLWLPDF\� RI� WKH

SURJUDPPHV�� 7KH� %:,V� QHHG� WR� GLVFDUG� WKH� EXUHDXFUDWLF� LQVWLQFW� IRU� PDLQWDLQLQJ� DQ

LGHQWLFDO�YRLFH�LQ�IDYRXU�RI�IUHHU�GLVFXVVLRQV�RQ�FRQWURYHUVLDO�LVVXHV�

7KLV��RQ�WKH�RWKHU�KDQG��GRHV�QRW�LPSO\�WKDW�WKH\�VKRXOG�FRQWLQXH�WR�FRQYHUJH�LQ�DFWLYLW\���

$�VKDSHU�GLYLVLRQ�RI�ODERXU�LV�QHHGHG��ZLWK�WKH�)XQG�IRFXVLQJ�RQ�VKRUW�WHUP�DQG�V\VWHPLF

SUREOHPV�RI� LQWHUQDWLRQDO� ILQDQFH� DQG� WKH�%DQN� RQ� WKH� ORQJ�WHUP� GHYHORSPHQW� QHHGV� RI

SRRU�FRXQWULHV��6LQFH�LVVXHV�RI� LQWHUQDWLRQDO� ILQDQFH�DUH�FORVHO\� OLQNHG� WR� WKH� LQWHUHVWV�RI

ULFK�DQG�SRZHUIXO�FRXQWULHV�ZKLOH�GHYHORSPHQW�QHHGV�DUH�QRW��WKH�%DQN
V�VFDUFH�UHVRXUFHV

DQG� DFWLYLWLHV� DUH� HDVLO\� GLYHUWHG� DZD\� IURP� WKHLU� WDUJHW�� 7KH� %DQN
V� DSSURYDO� RI� WKH

(PHUJHQF\�6WUXFWXUDO�$GMXVWPHQW�/HQGLQJ�SURFHGXUH� WKDW�HQDEOHV� LW� WR� DOORFDWH� IXQGV� WR

VXSSOHPHQW�,0)�ILQDQFLQJ�GXULQJ�FULVHV�LV�FDXVLQJ�VHULRXV�FRQFHUQ��DQG�WKH�%DQN�VKRXOG

UHVLVW�SURYLGLQJ�H[WUD� IXQGV� IRU� ,0)� UHVFXH� ILQDQFLQJ�� ,QVWHDG�� WKH�%DQN
V� UHVRXUFHV� DQG

FDSDFLWLHV�PXVW�EH�GHSOR\HG�WR�FRQIURQW�WKH�SHUVLVWHQW�GHYHORSPHQW�FULVLV�

&OHDUHU�GLYLVLRQ�RI�ODERXU�EHWZHHQ�WKH�)XQG�DQG�WKH�%DQN�GRHV�QRW�HOLPLQDWH�WKH�QHHG�IRU

PXWXDO� FROODERUDWLRQ� DQG� WKHLU� MRLQW� HIIRUWV� WR� VWUHQJWKHQ� ILQDQFLDO� V\VWHPV� WKURXJK� WKH

QHZO\�FUHDWHG�)LQDQFLDO�6HFWRU�/LDLVRQ�&RPPLWWHH�DUH�LQGHHG�MXVWLILHG��7KH�%DQN�KDV�DOVR
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DVVLVWHG� LQ� FULVLV� PDQDJHPHQW� E\� HPSKDVL]LQJ� WKH� VRFLDO� DVSHFWV� RI� DGMXVWPHQW� DQG� E\

SURYLGLQJ� WHFKQLFDO�DVVLVWDQFH�IRU� ILQDQFLDO� UHVWUXFWXULQJ�� ,W� LV�PDNLQJ�HIIRUWV� WR�SURPRWH

EHWWHU�SROLF\�UHVSRQVHV�WR�WKH�VRFLDO�UHSHUFXVVLRQV�RI�ILQDQFLDO�FULVHV��:RUOG�%DQN�������

6WUHQJWKHQLQJ�VRFLDO�SROLF\�LV�QRZ�DQ�LQWHJUDO�SDUW�RI�WKH�QHZ�ILQDQFLDO�V\VWHP�

�� &21&/86,21��7+(�%5(7721�:22'6�,167,787,216�)25�7+(

7:(17<�),567�&(1785<

5HIRUPLQJ� WKH� %UHWWRQ� :RRGV� LQVWLWXWLRQV� LV� DQ� LPSRUWDQW� SDUW� RI� UHGHVLJQLQJ� WKH

JRYHUQDQFH� RI� ZRUOG� HFRQRP\� LQ� WKH� WZHQW\�ILUVW� FHQWXU\�� %DVHG� RQ� KLVWRULFDO� DQG

LQVWLWXWLRQDO� DQDO\VHV�� WKLV� FKDSWHU� KDV� VXJJHVWHG� WKH� YDULRXV� UHIRUP� PHDVXUHV�� )LUVW�

PHDVXUHV� IRU� LQVWLWXWLRQDO� UHIRUP� LQFOXGH� �L�� UHIRUPLQJ� WKH�YRWLQJ�V\VWHP� WR�JLYH� JUHDWHU

YRLFH� WR� GHYHORSLQJ� FRXQWULHV�� �LL�� HQKDQFLQJ� WUDQVSDUHQF\� DQG� DFFRXQWDELOLW\�� �LLL�

UDGLFDOO\�GRZQVL]LQJ�RU�HOLPLQDWLQJ�FRQGLWLRQDOLW\��DQG��LY��GHFHQWUDOL]LQJ�UHVHDUFK�DQG�WKH

GHFLVLRQ�PDNLQJ�SURFHVV�

&KDQJHV� LQ� WKH� UROHV� DQG� SROLFLHV� RI� WKH� )XQG� VKRXOG� LQFOXGH� �L�� FRQWULEXWLQJ� WR

VWUHQJWKHQLQJ� QDWLRQDO� ILQDQFLDO� V\VWHPV�� �LL�� HQFRXUDJLQJ� PHDVXUHV� WR� FXUE� H[FHVVLYH

LQIORZV� RI� VKRUW�WHUP� FDSLWDO�� �LLL�� FRRUGLQDWLQJ� PDFURHFRQRPLF� SROLF\� DQG� VWDELOL]LQJ

H[FKDQJH� UDWHV�� �LY�� GLVFRQWLQXLQJ� ORQJ�WHUP� OHQGLQJ� DQG� IRFXVLQJ� RQ� WKH� OHQGHU� RI� ODVW

UHVRUW�IXQFWLRQ��DQG��Y��GHYHORSLQJ�D�PHFKDQLVP�IRU�RUGHUO\�GHEW�ZRUNRXW�

1HZ� UROHV� VXJJHVWHG� IRU� WKH� %DQN� LQFOXGH� �L�� DGYRFDWLQJ� JOREDO� HFRQRPLF� JRYHUQDQFH

FRQGXFLYH� WR� GHYHORSPHQW� RI� SRRU� FRXQWULHV�� �LL�� JLYLQJ� XS� DWWHPSWV� WR� PLFUR�PDQDJH
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UHFLSLHQW�HFRQRPLHV���LLL��IRFXVLQJ�RQ�SURYLVLRQ�RI�SXEOLF�JRRGV�LQ�SRRU�FRXQWULHV��DQG��LY�

VKLIWLQJ�DZD\�IURP�ORDQV�WRZDUG�JUDQWV�

,Q�DGGLWLRQ��D�FOHDUHU�GLYLVLRQ�RI� ODERXU��ZKLFK�ZRXOG�EH�EDVHG�RQ� WKH�)XQG�IRFXVLQJ�RQ

VKRUW�WHUP�DQG�V\VWHPLF�SUREOHPV�RI�WKH�LQWHUQDWLRQDO�ILQDQFH�DQG�WKH�%DQN�RQ�ORQJ�WHUP

GHYHORSPHQW�QHHGV�RI�SRRU�FRXQWULHV��KDV�EHHQ�UHFRPPHQGHG�

7KHVH� DUH� WDOO� RUGHUV�� DQG� PDQ\� WHFKQLFDO� GHWDLOV� KDYH� WR� EH� HODERUDWHG�� 3ROLWLFDO

FRQVWUDLQWV�DOVR�QHHG�WR�EH�FRQVLGHUHG� LQ�GHYLVLQJ�D�SUDFWLFDO� UHIRUP�VWUDWHJ\��EXW�EHIRUH

DQ\�UHDOLVWLF�UHIRUP�SURSRVDO� LV�SRVVLEOH��DGYDQFHG�FRXQWULHV�QHHG�WR�EH�IXOO\�HQJDJHG�LQ

WKH�SURFHVV�DQG�WKH�FRQFHUQV�RI�GHYHORSLQJ�FRXQWULHV�PXVW�EH�ZHOO�UHSUHVHQWHG��7R�HQVXUH

WKH� LQYROYHPHQW� RI� GHYHORSLQJ� FRXQWULHV� LQ� WKH� QHZ� LQWHUQDWLRQDO� ILQDQFLDO� DUFKLWHFWXUH

GLDORJXH�� WKH�86� JRYHUQPHQW� FUHDWHG� WKH�*����� ZKLFK�ZDV� ODWHU� H[SDQGHG� WR�*���� DQG

WKHQ�ZDV�VXFFHHGHG�E\�*�����7KLV�NLQG�RI�DG�KRF�FRQVXOWDWLRQ�VKRXOG�EH�UHSODFHG�ZLWK�DQ

LQVWLWXWLRQDOL]HG�IRUXP�IRU�UHDFKLQJ�D�FRQVHQVXV�RQ�WKH�JRYHUQDQFH�RI�JOREDO�ILQDQFH�DQG

GHYHORSPHQW�

,Q�RUGHU� WR�PD[LPL]H�RSSRUWXQLWLHV� IRU�JHQXLQH� UHIRUP��ZH�KDYH� WR�PD[LPL]H� WKH� IRUFHV

WKDW�IDYRXU�UHIRUP��E\�XWLOL]LQJ�ERWK�WKH�
YRLFH
�PHFKDQLVP�DQG�WKH�
H[LW
�PHFKDQLVP��7KH

YRLFH� PHFKDQLVP� PXVW� EH� VWUHQJWKHQHG� E\� D� PRUH� HIIHFWLYH� IRUPDWLRQ� RI� WKH� PXWXDO

LQWHUHVWV�RI�GHYHORSLQJ�FRXQWULHV��2Q�FHUWDLQ�LVVXHV��WKH�1*2�FRPPXQLW\�PD\�EH�DEOH�WR

SURYLGH�VXSSRUW��DV�H[HPSOLILHG�E\�-XELOHH������PRYHPHQW�DQG�7RELQ�7D[�PRYHPHQW��7KH


H[LW
� PHFKDQLVP� KHUH� GRHV� QRW� LPSO\� FORVXUH� RI� WKH� HFRQRP\� RU� ZLWKGUDZDO� IURP� WKH

ZRUOG�PDUNHW��5DWKHU��LW�UHIHUV�WR�WKH�SRVVLELOLW\�RI�GHYHORSLQJ�FRXQWULHV�KDYLQJ�DOWHUQDWLYH
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VRXUFHV�RI� RIILFLDO� VXSSRUW� IRU� IXQGLQJ� DQG� WHFKQLFDO� DVVLVWDQFH�ZKHQ� WKH� SULYDWH� FDSLWDO

PDUNHW�LV�HIIHFWLYHO\�EH\RQG�UHDFK�

7KH�%:,V�KDYH�EHHQ�VR�SRZHUIXO�DQG�UHVLVWDQW�WR�UHIRUP��SUHFLVHO\�EHFDXVH�RI�WKHLU�XQLTXH

PRQRSRO\�SRVLWLRQ��7KLV�ZRXOG�LPSO\�WKDW�FRPSHWLWLYH�SUHVVXUH�RQ�WKHVH�LQVWLWXWLRQV�FRXOG

SURYH� EHQHILFLDO�� 6XEMHFWLQJ� WKHLU� UHVHDUFK� WR� RSHQ� FRPSHWLWLRQ� PD\� EH� D� JRRG� ZD\� WR

LQFUHDVH� WKH� FRPSHWLWLYH� SUHVVXUH� �0HOORU� ������� $� PRUH� VLJQLILFDQW� VWHS� ZRXOG� EH� WR

GHVLJQ� D� QHWZRUN� RI� UHJLRQDO� DQG� VXE�UHJLRQDO� RUJDQL]DWLRQV�� LQFOXGLQJ� WKH� UHJLRQDO� DQG

VXE�UHJLRQDO� GHYHORSPHQW� EDQNV� DQG� UHVHUYH� IXQGV�� WR� VXSSRUW� WKH� PDQDJHPHQW� RI

PRQHWDU\�DQG�ILQDQFLDO�LVVXHV��81��������7KLV�ZRXOG�QRW�RQO\�SOD\�D�XVHIXO�UROH�LWVHOI�LQ

ERWK� FULVLV� PDQDJHPHQW� DQG� GHYHORSPHQW� ILQDQFLQJ�� EXW� ZRXOG� DOVR� EULQJ� FRPSHWLWLYH

SUHVVXUH� RQ� WKH� :DVKLQJWRQ�EDVHG� %UHWWRQ� :RRGV� LQVWLWXWLRQV� WR� LPSURYH� WKHLU

SHUIRUPDQFH��$�VWDUWLQJ�SRLQW�IRU�WKLV�URDG�ZRXOG�EH�WKH�HVWDEOLVKPHQW�RI�$VLDQ�0RQHWDU\

)XQG��IRU�ZKLFK�VXSSRUW�PXVW�QRZ�EH�VWURQJHU�WKDQ�ZKHQ�WKH�$0)�ZDV�ILUVW�SURSRVHG�

$�UHODWHG�LVVXH�LV�ZKHWKHU�LW�LV�EHWWHU�IRU�JOREDO�ILQDQFLDO�JRYHUQDQFH�WR�KDYH�FRQVROLGDWHG

LQVWLWXWLRQDO�IUDPHZRUN��L�H��WKH�%:,V�ZLWK�HQKDQFHG�SRZHUV��RU�WR�KDYH�D�PXOWLSOLFLW\�RI

LQVWLWXWLRQV�ZLWK�RYHUODSSLQJ� DQG� FRPSHWLQJ� MXULVGLFWLRQV�� ,QGHHG�� WKHUH� DUH� FDOOV� IRU� WKH

FUHDWLRQ� RI� QHZ� LQVWLWXWLRQV� VXFK� DV� D� JOREDO� ILQDQFLDO� UHJXODWRU�� DQ� LQWHUQDWLRQDO

EDQNUXSWF\�FRXUW�DQG�DQ� LQWHUQDWLRQDO�GHSRVLW� LQVXUDQFH�V\VWHP��)URP� WKH�SHUVSHFWLYH�RI

XVLQJ�FRPSHWLWLYH�SUHVVXUH� WR�GLVFLSOLQH� WKH�SRZHUIXO� LQVWLWXWLRQV�� VXFK�SURSRVDOV� VKRXOG

EH�FRQVLGHUHG�IDYRXUDEO\�HYHQ�DW�WKH�ULVN�RI�GXSOLFDWLQJ�VLPLODU�IXQFWLRQV��$IWHU�DOO��DOO�RI

WKHVH�LQVWLWXWLRQV�FR�H[LVW�DORQJ�ZLWK�D�OHQGHU�RI�ODVW�UHVRUW�LQ�GRPHVWLF�ILQDQFLDO�V\VWHPV�

-XVW� DV� WKH� QDWLRQDO� ILQDQFLDO� PDUNHWV� FDPH� WR� DFTXLUH� D� PHDVXUH� RI� VWDELOLW\� DIWHU� WKH

HVWDEOLVKPHQW�RI�EDQNLQJ�DQG�VHFXULWLHV�UHJXODWLRQV��GHSRVLW� LQVXUDQFH�DQG�OHQGHUV�RI� ODVW
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UHVRUW�� VWDELOL]LQJ� WRGD\
V� JOREDOL]HG� ILQDQFLDO�PDUNHWV�ZLOO� UHTXLUH� VLPLODU� IXQFWLRQV� DW� D

ZRUOG�ZLGH�OHYHO��$QG�LW�LV�SUHIHUDEOH�WR�KDYH�DOWHUQDWLYH�LQVWLWXWLRQV�DYDLODEOH�WKDQ�WR�KDYH

D�VLQJOH�VXSHU�DJHQF\��7KLV�LV�QRW�WR�VD\�WKDW�LW�LV�XQLPSRUWDQW�WR�VWUHQJWKHQ�WKH�UROHV�DQG

IXQFWLRQV�RI�WKH�%:,V�LQ�ZD\V�WKDW�FDQ�EHVW�PHHW�WKH�FKDOOHQJHV�RI�WKH�QH[W�FHQWXU\�
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� ,� DP� WKDQNIXO� WR� WKH� FRPPHQWV� DQG� HQFRXUDJHPHQW� IURP�'HHSDN�1D\\DU�� ,� KDYH� DOVR� EHQHILWHG� JUHDWO\

IURP�GLVFXVVLRQV�ZLWK�'HYLVK�.DSXU��$QGUHD�&RUQLD��5REHUW�%UHQQHU� DQG�RWKHU� SDUWLFLSDQWV� DW� WKH�SURMHFW

PHHWLQJ�KHOG�LQ�-XQH������LQ�+HOVLQNL��$QRQ\PRXV�UHIHUHHV�DOVR�SURYLGHG�YDOXDEOH�VXJJHVWLRQV��1HHGOHVV�WR

VD\��UHPDLQLQJ�LQDGHTXDFLHV�DUH�VROHO\�PLQH�

��3URPLQHQW�DPRQJ�WKHVH�IRUXPV�ZHUH�WKH�%UHWWRQ�:RRGV�&RPPLWWHH��%UHWWRQ�:RRGV�&RPPLVVLRQ�������

WKH� 1RUWK�6RXWK� 5RXQGWDEOH� �XO� +DT� HW� DO�� ������� WKH� *���� GHYHORSLQJ� FRXQWULHV� �+HOOHLQHU� ������� WKH

,QVWLWXWH� IRU� ,QWHUQDWLRQDO� (FRQRPLFV� �.HQHQ� ������ DQG� WKH� %UHWWRQ� :RRGV� LQVWLWXWLRQV� WKHPVHOYHV

�%RXJKWRQ�DQG�/DWHHI�������

��6HH�DUWLFOHV�LQ�WKH�-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV��IDOO��������WKH�(FRQRPLF�-RXUQDO��1RY���������DQG

$KOXZDOLD��������DQG�6DFKV���������)RU�RIILFLDO�YLHZV��VHH�&DPGHVVXV���������,0)������D���81��������DQG

+LOOV��3HWHUVRQ�DQG�*ROGVWHLQ��������

��6HH�0DUJOLQ�DQG�6FKRU��������IRU�DQ�LQVWLWXWLRQDO�DQDO\VLV�RI�WKH�
JROGHQ�DJH
�

��7KH�%UHWWRQ�:RRGV�&RPPLVVLRQ��������KDV�VXJJHVWHG�WKDW�WKH�,0)�WDNH�RYHU�WKH�UHVSRQVLELOLW\�RI�SROLF\

FRRUGLQDWLRQ� IURP� WKH� *��� FRXQWULHV� LQ� RUGHU� WR� UHGXFH� H[FKDQJH� UDWH� YRODWLOLW\� DQG� PLVDOLJQPHQWV�� DQG

HYHQWXDOO\�WR�LQWURGXFH�D�V\VWHP�RI�IOH[LEOH�H[FKDQJH�UDWH�EDQGV�

��$GMXVWPHQW�OHQGLQJ�LQFUHDVHG�UDSLGO\��DFFRXQWLQJ�IRU�DERXW����SHU�FHQW�RI�WKH�%DQN
V�WRWDO�OHQGLQJ�GXULQJ

WKH�VHFRQG�KDOI�RI�WKH�����V�

��6HH�6FKDGOHU�HW�DO���������DQG�)LVFKHU��������IRU�WKH�YLHZV�RI�,0)�VWDII��.LOOLFN
V�DQDO\VLV������D������

FRQWDLQV�D� UHYLHZ�RI�PDQ\� VWXGLHV�� DQG�KH�FRQFOXGHV� WKDW� WKH�DGMXVWPHQW�SURJUDPPHV�KDYH� 
UDWKHU� OLPLWHG

UHYHDOHG�HIIHFWV�RQ�GHYHORSLQJ�FRXQWU\�HFRQRPLHV
�
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��7KHVH�FULWLTXHV�DUH�HQFDSVXODWHG�LQ�D�UHSRUW�E\�WKH�*URXS�RI�7ZHQW\�)RXU��*��������������
7KH�H[SHULHQFH

RI�GHYHORSLQJ�FRXQWULHV�WKDW�KDYH�XQGHUWDNHQ�)XQG�VXSSRUWHG�DGMXVWPHQW�SURJUDPPHV�KDV�QRW�JHQHUDOO\�EHHQ

VDWLVIDFWRU\���7KH�)XQG�DSSURDFK�WR�DGMXVWPHQW�KDV�KDG�VHYHUH�HFRQRPLF�FRVWV�IRU�PDQ\�RI�WKHVH�FRXQWULHV�LQ

WHUPV�RI�GHFOLQHV�LQ�WKH�OHYHOV�RI�RXWSXW�DQG�JURZWK�UDWHV��UHGXFWLRQV�LQ�HPSOR\PHQW�DQG�DGYHUVH�HIIHFWV�RQ

LQFRPH�GLVWULEXWLRQ���$�W\SLFDO�)XQG�SURJUDPPH�SUHVFULEHV�PHDVXUHV�WKDW�UHTXLUH�H[FHVVLYH�FRPSUHVVLRQ�RI

GRPHVWLF� GHPDQG�� FXWV� LQ� UHDO� ZDJHV�� DQG� UHGXFWLRQV� LQ� JRYHUQPHQW� H[SHQGLWXUHV�� WKHVH� DUH� IUHTXHQWO\

DFFRPSDQLHG�E\�VKDUS�H[FKDQJH�UDWH�GHSUHFLDWLRQ�DQG�LPSRUW�OLEHUDOL]DWLRQ�PHDVXUHV��ZLWKRXW�GXH�UHJDUG�WR

WKHLU�SRWHQWLDOO\�GLVUXSWLYH�HIIHFWV�RQ�WKH�GRPHVWLF�HFRQRP\
�

�� 6HH�:RUOG�%DQN� �����D�� ����� 7DEOH� ��� IRU� JURZWK� RI� SHU� FDSLWD� SULYDWH� FRQVXPSWLRQ� DQG�:RUOG�%DQN

�����D�������IRU�FODVVLILFDWLRQ�RI�HFRQRPLHV�E\�LQFRPH�DQG�UHJLRQ�

��7KH�TXRWDV�DUH� WR� UHIOHFW� WKH�UHODWLYH�HFRQRPLF� VWUHQJWK�RI�PHPEHU�FRXQWULHV��EXW�TXRWD�DGMXVWPHQWV�DUH

KLJKO\�SROLWLFDO�DQG�GR�QRW�UHIOHFW�D�FRKHUHQW�SULQFLSOH�

���7KH�SXUSRVH�RI�WKH�,0)�DV�VHW�RXW�LQ�$UWLFOH���RI�WKH�$UWLFOHV�RI�$JUHHPHQW�LQFOXGHV�
WKH�SURPRWLRQ�DQG

PDLQWHQDQFH� RI� KLJK� OHYHOV� RI� HPSOR\PHQW� DQG� UHDO� LQFRPH
� DQG� 
SURYLGLQJ� RSSRUWXQLW\� WR� FRUUHFW

PDODGMXVWPHQWV� LQ� >WKH@� EDODQFH� RI� SD\PHQWV� ZLWKRXW� UHVRUWLQJ� WR� PHDVXUHV� GHVWUXFWLYH� RI� QDWLRQDO� RU

LQWHUQDWLRQDO�SURVSHULW\
�LQ�DGGLWLRQ�WR�LQWHUQDWLRQDO�PRQHWDU\�FRRSHUDWLRQ��H[FKDQJH�VWDELOLW\��H[SDQVLRQ�RI

WUDGH�DQG�FRQYHUWLELOLW\�

���([DPSOHV�RI� KRZ� WKH� ,0)�DQG� WKH�%DQN�ZHUH� XVHG� WR�SURPRWH� WKH�86� IRUHLJQ�SROLF\� DJHQGD� LQFOXGH�

DPRQJ�RWKHUV�� UHMHFWLRQ�RI� WKH� ORDQV� WR�3RODQG� DQG�&]HFKRVORYDNLD� LQ������� FHVVDWLRQ�RI� OHQGLQJ� WR�&KLOH

GXULQJ�WKH�$OOHQGH�\HDUV�DQG�WR�9LHWQDP�DQG�$IJKDQLVWDQ�LQ�������DQG�VXSSRUW�IRU�7XUNH\�LQ�WKH�PLG�����V

DQG�(O�6DOYDGRU�LQ�WKH�����V�GHVSLWH�(XURSHDQ�REMHFWLRQV��3D\HU�������

���6RPH�RI�WKH�LQIDPRXV�SURMHFWV�LQFOXGH�WKH�6DUGDU�6DURYDU�GDP�SURMHFW�LQ�,QGLD��WKH�3RORQRURHVWH�IURQWLHU

GHYHORSPHQW�VFKHPH�LQ�%UD]LO�DQG�WKH�3DN�0XQ�GDP�SURMHFW�LQ�7KDLODQG��:KLOH�%DQN�SROLFLHV�UHFRPPHQG

DGHTXDWH� FRPSHQVDWLRQ� IRU� SHRSOH� IRUFLEO\� GLVSODFHG� E\� LWV� SURMHFWV�� D� %DQN� UHYLHZ� FRXOG� QRW� SRLQW� WR� D

VLQJOH�H[DPSOH�RI�D�%DQN�ILQDQFHG�UHVHWWOHPHQW�SODQ�LQ�/DWLQ�$PHULFD�RU�$IULFD�ZKHUH�WKH�%DQN
V�JXLGHOLQHV

KDG�EHHQ�LPSOHPHQWHG�SURSHUO\��:RUOG�%DQN�������

���6HH�'HOO�����������IRU�D�UHYLHZ�RI�WKH�HDUO\�GHEDWHV�RQ�FRQGLWLRQDOLW\��+H�ILQGV�WKDW��
7KH�(XURSHDQV�KDG

WKH�EHVW�RI�DUJXPHQW��SHUKDSV��EXW�LW�ZDV�WKH�8QLWHG�6WDWHV�WKDW�KDG� WKH�UHVRXUFHV�DQG� LW�ZDV� WKH�UHVRXUFHV

WKDW�FRXQWHG
�

��� ,QWURGXFHG� LQLWLDOO\� DV� D�PDWWHU� RI� D�%RDUG� SROLF\� GHFLVLRQ�� LW�ZDV� QRW� XQWLO� ����� WKDW� WKH� SULQFLSOH� RI

FRQGLWLRQDOLW\�ZDV�JLYHQ�H[SOLFLW�OHJDO�VDQFWLRQ�WKURXJK�DQ�DPHQGPHQW�RI�WKH�$UWLFOHV�RI�$JUHHPHQW�
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��� ,QWHUIHUHQFH�E\�%UHWWRQ�:RRGV� LQVWLWXWLRQV� VWDII� LQ� WKH� HFRQRPLF� DIIDLUV� RI� WKHLU�PHPEHUV� 
ZRXOG� KDYH

VXUSULVHG� WKH�$PHULFDQ�GHOHJDWLRQ� WR�%UHWWRQ�:RRGV�DQG�ZRXOG�SUREDEO\�KDYH� LQIXULDWHG� WKH�%ULWLVK��ZKR

UHJDUGHG�QDWLRQDO�HFRQRPLF�VRYHUHLJQW\�DV�DQ�DEVROXWH��ZKDWHYHU�PLJKW�EH�DJUHHG�DERXW�SODQV�IRU�D�)XQG�DQG

D�%DQN
��2OLYHU�����������

��� 6HH�0RVOH\�� +DUULJDQ� DQG� 7R\H� �������� ,QGLUHFW� HYLGHQFH� RQ� WKH� LQHIIHFWLYHQHVV� RI� FRQGLWLRQDOLW\� LV

SURYLGHG� E\� %DQN� VWDII�� ZKR� VKRZ� WKDW� %DQN� VXSHUYLVLRQ� KDG� QR� VLJQLILFDQW� HIIHFW� RQ� VXFFHVV�� DIWHU

FRQWUROOLQJ�IRU�SROLWLFDO�HFRQRP\�YDULDEOHV��'ROODU�DQG�6YHQVVRQ�������

���,�DP�SHUVXDGHG�E\�WKH�YLHZ�RI�$KOXZDOLD��������RQ�WKLV�LVVXH��$W�WKH�DQQXDO�PHHWLQJ�RI�������WKH�,0)

ERDUG�RI�JRYHUQRUV�DSSURYHG� WKH� WUDQVIRUPDWLRQ�RI� WKH� ,QWHULP�&RPPLWWHH� LQWR� WKH� ,QWHUQDWLRQDO�0RQHWDU\

DQG�)LQDQFLDO�&RPPLWWHH��,Q�DGGLWLRQ�WR�WKH�QDPH�FKDQJH��PRUH�VXEVWDQWLYH�GLVFXVVLRQV�DUH�H[SHFWHG�DV�WKHUH

LV� QRZ� DQ� H[SOLFLW� SURYLVLRQ� IRU� SUHSDUDWRU\� PHHWLQJV�� %XW� WKHUH� LV� QR� FKDQJH� LQ� WKH� FRPSRVLWLRQ� RI� WKH

FRPPLWWHH�PHPEHUV�RU�LQ�LWV�VWDWXV�DV�DQ�DGYLVRU\�ERG\�

���6HH�:RRGV��������IRU�D�JRRG�GLVFXVVLRQ�RQ�WKLV�LVVXH�

��� $� UHSRUW� E\� LWV� (YDOXDWLRQV� 'HSDUWPHQW� IRXQG� D� KLJKO\� VLJQLILFDQW� UHODWLRQVKLS� EHWZHHQ� ERUURZHU

RZQHUVKLS�DQG�SURJUDPPH�VXFFHVV��-RKQVWRQ�DQG�:DVW\��������7KH�,0)�ZDV�PRUH�UHOXFWDQW�WR�DFNQRZOHGJH

WKH�LPSRUWDQFH�RI�WKLV�LVVXH��EXW�KDV�UHFHQWO\�FRPH�DURXQG�WR�DGYRFDWH�JUHDWHU�RZQHUVKLS�

���7KHUH� HPHUJHG� D� VKDUHG� VHQVH� RI� FULVLV� DQG� D� EURDG� DJUHHPHQW� RQ� WKH� QHHG� IRU� VHULRXV� UHIRUPV� LQ� WKH

VXPPHU� RI� ������ ZKHQ� WKH� FULVLV�VWULFNHQ� (DVW� $VLD� ZDV� SOXQJLQJ� LQWR� WKH� GHSWKV� RI� UHFHVVLRQ� DQG�

SDUWLFXODUO\�DIWHU� WKH�5XVVLDQ� FULVLV�� WKH� FRQWDJLRQ� HIIHFW�ZDV� WKUHDWHQLQJ� D� JOREDO� GHIODWLRQ��+RZHYHU�� WKH

%UHWWRQ�:RRGV�LQVWLWXWLRQV�DQG�*���DUH�RQFH�DJDLQ�UHWUHDWLQJ�LQWR�FRPSODFHQF\�DQG�EXVLQHVV�DV�XVXDO��7KH

�����%DQN�)XQG� DQQXDO�PHHWLQJ�ZDV� D� ELJ� GLVDSSRLQWPHQW�� 7KH� GRPLQDQW� IHHOLQJ�ZDV� WKDW� WKH� FULVLV� KDV

SDVVHG�� WKDW� OHVVRQV� KDYH� EHHQ� OHDUQHG� DQG� WKDW�PRUH� LQWHOOLJHQW�DG� KRF� DFWLRQ� LV� D� EHWWHU� EHW� WKDQ� JUDQG

V\VWHPLF�UHIRUPV�

��� :KLOH� WKLV� LV� FRPPRQO\� UHFRJQL]HG� DV� VRPHWKLQJ� WKDW� FDSLWDO�UHFLSLHQW� FRXQWULHV� PXVW� GR�� LW� LV� DOVR

LPSRUWDQW� IRU� FDSLWDO�RULJLQDWLQJ� FRXQWULHV� WR� WDNH� VRPH� PHDVXUHV� LQ� WKLV� DUHD�� &KLHI� DPRQJ� WKHP� DUH

VWUHQJWKHQLQJ� WKH� UHJXODWLRQ� RI� KLJKO\�OHYHUDJHG� ILQDQFLDO� LQVWLWXWLRQV� DQG� WKH� LQWURGXFWLRQ� RI� 
FROOHFWLYH

DFWLRQ� FODXVHV
� LQ� WKHLU� VRYHUHLJQ� ERQG� FRQWUDFWV� VR� WKDW� GHYHORSLQJ� FRXQWULHV� FRXOG� GR� WKH� VDPH� ZLWKRXW

EHLQJ�VWLJPDWL]HG�LQ�WKH�PDUNHW��+LOOV��3HWHUVRQ�DQG�*ROGVWHLQ�������

���7KLV�LV�QRW�WR�VD\�WKDW�FDSLWDO�FRQWUROV�DUH�ZLWKRXW�SUREOHPV�DQG�FRVWV��%XW�WKH\�VHHP�PLQRU�FRPSDUHG�WR

WKH�ELJ�GDQJHU�RI�IUHH�FDSLWDO�PRELOLW\��2SSRQHQWV�RI�FDSLWDO�FRQWUROV�SRLQW�WR�WKH�IDFW�WKDW�&KLOH�KDV�UHFHQWO\

UHPRYHG�WD[HV�RQ�FDSLWDO�LQIORZV��%XW�WKH�UDWLRQDOH�RI�WKH�&KLOHDQ�V\VWHP�LV�SUHFLVHO\�WR�EH�DEOH�WR�DGMXVW�WD[
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UDWHV�DFFRUGLQJ�WR�HFRQRPLF�FRQGLWLRQV��&KLOH�UHPRYHG�WKH�WD[HV�DV�WKH�FXUUHQW�DFFRXQW�ZHQW�LQWR�GHILFLW�DQG

FRQVHTXHQWO\�WKHUH�ZDV�QHHG�WR�DWWUDFW�PRUH�IRUHLJQ�FDSLWDO�

���7KH� WRWDO� DPRXQW�RI� UHVRXUFHV� DYDLODEOH� WR� WKH�)XQG�XQGHU� WKH�1$%�DQG� WKH�*HQHUDO�$UUDQJHPHQWV� WR

%RUURZ�URVH�WR�6'5����ELOOLRQ��GRXEOH�WKH�DPRXQW�XQGHU� WKH�*$%�DORQH��$QG� WKH�TXRWD� LQFUHDVH�RI�����

UDLVHG� RYHUDOO� TXRWDV� IURP� 6'5� ���� ELOOLRQ� WR� 6'5� ���� ELOOLRQ�� YDVWO\� LPSURYLQJ� WKH� )XQG
V� OLTXLGLW\

SRVLWLRQ��,0)�����E��

���$�EODWDQW�H[DPSOH�RI�WKLV�RFFXUUHG�ZKHQ�WKH�-DSDQHVH�JRYHUQPHQW�VXFFHHGHG�LQ�LQFOXGLQJ�WKH�UHPRYDO�RI

WKH� LPSRUW� GLYHUVLILFDWLRQ� SROLF\²UHVWULFWLRQV� RQ� WKH� LPSRUWDWLRQ� RI� FHUWDLQ� -DSDQHVH� PDQXIDFWXUHG

SURGXFWV²LQ�WKH�OHWWHU�RI�LQWHQW�IRU�WKH�.RUHD�ORDQ�RI������

���$�SRVVLEOH�REMHFWLRQ�WR�WKLV�DULVHV�ZKHQ�VWUDWHJLFDOO\�LPSRUWDQW�FRXQWULHV��ZKLFK�GR�QRW�TXDOLI\�DV�
JRRG�

SROLF\
�RQHV��DUH�LQ�WURXEOH��%XW�WKHVH�WURXEOHG�FRXQWULHV�VKRXOG�EH�WKH�UHVSRQVLELOLW\�RI�WKRVH�JRYHUQPHQWV

WKDW�KDYH�VWUDWHJLF�LQWHUHVWV�LQ�WKHP��UDWKHU�WKDQ�WKH�UHVSRQVLELOLW\�RI�,0)�

���7KH�,0)�UHVSRQGHG�WR�WKLV�SUREOHP�E\�FUHDWLQJ�WKH�&RPSHQVDWRU\�)LQDQFLQJ�)DFLOLW\��EXW�LW�LV�QRW�DQ�H[

DQWH�EXW�H[�SRVW�PHDVXUH� DYDLODEOH�RQO\� DIWHU� D� IDOO� LQ� FRPPRGLW\�SULFHV�KDV� FUHDWHG�EDODQFH�RI�SD\PHQWV

GLIILFXOWLHV�

���6HH�:ROIHQVRKQ��������DQG�6WLJOLW]��������IRU�HODERUDWLRQ�RI�WKLV�LGHD�

���7KH\�GLG��KRZHYHU��HPSKDVL]H�IURP�WKH�RXWVHW�WKH�VWUHQJWKHQLQJ�RI�ILQDQFLDO�VXSHUYLVLRQ�DQG�VRFLDO�VDIHW\

QHWV��DQG�WKH�)XQG�UHOHQWHG�RQ�ILVFDO�DQG�PRQHWDU\�WLJKWHQLQJ�DV�WKH�HFRQRPLHV�ZHQW�LQWR�VHYHUH�UHFHVVLRQ�

���7KH�UHDO�YDOXH�RI�D�GHEW�ZULWH�RII��HYHQ�LI�LW�FRPHV�LQWR�IUXLWLRQ��ZRXOG�EH�D�IUDFWLRQ�RI�WKLV�DPRXQW�JLYHQ

WKDW�PDQ\�RI�WKHVH�FRXQWULHV�DUH�VLPSO\�XQDEOH�WR�UHSD\�WKH�GHEW�

��� 6HH� -XQJXLWR� ������� IRU� D� UHYLHZ� RI� WKH� )XQG�%DQN� FROODERUDWLRQ�� 7KH� PRVW� FHOHEUDWHG� FDVH� RI� RYHUW

FRQIOLFW� EHWZHHQ� WKH�)XQG� DQG� WKH�%DQN�ZDV� WKH�$UJHQWLQD� ILDVFR� LQ�������ZKHQ� WKH�%DQN�GHFLGHG� WR� JR

DKHDG�ZLWK�DGMXVWPHQW�OHQGLQJ�GHVSLWH�WKH�FROODSVH�RI�(()�QHJRWLDWLRQV�ZLWK� WKH�)XQG�� ,W� OHG� WR� WKH�%DQN�

)XQG� &RQFRUGDW� RI� ������ ZKLFK� VXSHUVHGHG� HDUOLHU� JXLGHOLQHV� DQG� HODERUDWHG� SURFHGXUHV� WR� HQKDQFH

FRRUGLQDWLRQ�EHWZHHQ�WKH�WZR�LQVWLWXWLRQV��$KOXZDOLD��������0RUH�UHFHQWO\��LQ�KDQGOLQJ�WKH�$VLDQ�ILQDQFLDO

FULVLV�� WKH� %DQN� H[SUHVVHG� LWV� GLVDJUHHPHQW� ZLWK� VXFK� )XQG� SROLFLHV� DV� EDQN� FORVXUH�� ILVFDO� UHVWUDLQW� DQG

UDLVLQJ�WKH�LQWHUHVW�UDWH�

���7KH�%DQN
V�6WUXFWXUDO�$GMXVWPHQW�/RDQV�ZHUH�H[SHFWHG�WR�EH�XVHG�LQ�FDVHV�ZKHUH�D�)XQG�SURJUDPPH�ZDV

DOUHDG\� LQ�SODFH�� WKXV�JLYLQJ�)XQG�VWDII� WKH� ILQDO� VD\� LQ�PXWXDOO\� IRUPXODWHG�SROLF\� IUDPHZRUN�SDSHUV� IRU

6$)�DQG�(6$)�SURJUDPPHV�
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���7KH�LQFUHDVLQJ�RYHUODS�LQ�WKH�DFWLYLWLHV�RI�WKH�)XQG�DQG�WKH�%DQN�SURPSWHG�VRPH�WR�VXJJHVW�D�PHUJHU�WR

DYRLG�GXSOLFDWLRQ�RI�ZRUN�DQG�FRQIOLFWLQJ�DGYLFH� �&URRN��������%XW� WKH� UHFHQW� FULVHV�KLJKOLJKW� WKH�)XQG
V

QHHG� WR� IRFXV� LQFUHDVLQJ� DWWHQWLRQ� WR� VKRUW�WHUP�PDUNHW� IDFWRUV� DQG� V\VWHPLF� LVVXHV�� 7KLV� LPSOLHV� JUHDWHU

HPSKDVLV�LQ�WKH�GLVWLQFWLYH�UROH�RI�WKH�)XQG�YHUVXV�WKDW�RI�WKH�%DQN��$KOXZDOLD�������

5()(5(1&(6

$EUDPRYLW]��0RVHV���������
&DWFKLQJ�8S��)RUJLQJ�$KHDG��DQG�)DOOLQJ�%HKLQG
��-RXUQDO�RI

(FRQRPLF�+LVWRU\�������������� ������

$KOXZDOLD�� 0RQWHN� 6�� �������� 
7KH� ,0)� DQG� WKH� :RUOG� %DQN� LQ� WKH� 1HZ� )LQDQFLDO

$UFKLWHFWXUH
��0LPHR�

%LUG�� *UDKDP� �������� 
%RUURZLQJ� IURP� WKH� ,0)�� 7KH� 3ROLF\� ,PSOLFDWLRQV� RI� 5HFHQW

(PSLULFDO�5HVHDUFK
��:RUOG�'HYHORSPHQW�������������������

%RXJKWRQ��-DPHV�0���DQG�.��6DUZDU�/DWHHI��HGV����������)LIW\�<HDUV�$IWHU�%UHWWRQ�:RRGV�

7KH� )XWXUH� RI� WKH� ,0)� DQG� WKH� :RUOG� %DQN��:DVKLQJWRQ�� '&�� ,0)� DQG�:RUOG

%DQN�*URXS�

%UHWWRQ�:RRGV�&RPPLVVLRQ���������%UHWWRQ�:RRGV��/RRNLQJ�WR�WKH�)XWXUH��:DVKLQJWRQ�

'&��%UHWWRQ�:RRGV�&RPPLWWHH�

&DPGHVVXV�� 0LFKHO� �������� 
7RZDUG� D� 1HZ� )LQDQFLDO� $UFKLWHFWXUH� IRU� D� *OREDOL]HG

:RUOG
��$GGUHVV�DW�WKH�5R\DO�,QVWLWXWH�RI�,QWHUQDWLRQDO�$IIDLUV��/RQGRQ�

&ROOLHU��3DXO��DQG�-DQ�:LOOHP�*XQQLQJ���������
7KH�,0)
V�5ROH�LQ�6WUXFWXUDO�$GMXVWPHQW
�

(FRQRPLF�-RXUQDO�������)����)����

&URRN��&OLYH���������
7KH�,0)�DQG�WKH�:RUOG�%DQN
��7KH�(FRQRPLVW�����2FWREHU�

'HOO�� 6LGQH\� �������� 
2Q� %HLQJ� *UDQGPRWKHUO\�� 7KH� (YROXWLRQ� RI� ,0)� &RQGLWLRQDOLW\
�

(VVD\V�LQ�,QWHUQDWLRQDO�)LQDQFH��1R�������3ULQFHWRQ��3ULQFHWRQ�8QLYHUVLW\�
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'ROODU�� 'DYLG�� DQG� -DNRE� 6YHQVVRQ� �������� 
:KDW� ([SODLQV� WKH� 6XFFHVV� RU� )DLOXUH� RI

6WUXFWXUDO�$GMXVWPHQW�3URJUDPPHV"
�:DVKLQJWRQ��'&��:RUOG�%DQN��0LPHR�

(DWZHOO�� -RKQ�� DQG� /DQFH� 7D\ORU� �������� 
7KH� 3HUIRUPDQFH� RI� /LEHUDOL]HG� &DSLWDO

0DUNHWV
��:RUNLQJ�3DSHU�6HULHV�,,,�1R�����1HZ�<RUN��&HQWHU�IRU�(FRQRPLF�3ROLF\

$QDO\VLV��1HZ�6FKRRO�8QLYHUVLW\�

(GZDUGV�� 6HEDVWLDQ� �������� 
+RZ� (IIHFWLYH� DUH� &DSLWDO� &RQWUROV"
� -RXUQDO� RI� (FRQRPLF

3HUVSHFWLYHV����������������

(LFKHQJUHHQ�� %DUU\� �������� 
7KUHH� 3HUVSHFWLYHV� RQ� WKH� %UHWWRQ�:RRGV� 6\VWHP
�� 1%(5

:RUNLQJ�3DSHU��������&DPEULGJH��0$��1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK�

(LFKHQJUHHQ��%DUU\���������*OREDOL]LQJ�&DSLWDO��$�+LVWRU\�RI�WKH�,QWHUQDWLRQDO�0RQHWDU\

6\VWHP��3ULQFHWRQ��3ULQFHWRQ�8QLYHUVLW\�3UHVV�

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

)LVFKHU�� 6WDQOH\� �������� 
$SSOLHG� (FRQRPLFV� LQ� $FWLRQ�� ,0)� 3URJUDPPHV
�� $PHULFDQ

(FRQRPLF�5HYLHZ�3DSHUV�DQG�3URFHHGLQJV���������������

)LVFKHU��6WDQOH\������D���
2Q�WKH�1HHG�IRU�DQ�,QWHUQDWLRQDO�/HQGHU�RI�/DVW�5HVRUW
��-RXUQDO

RI�(FRQRPLF�3HUVSHFWLYHV�����������������

)LVFKHU�� 6WDQOH\� �����E��� 
5HIRUPLQJ� WKH� ,QWHUQDWLRQDO� )LQDQFLDO� 6\VWHP
�� (FRQRPLF

-RXUQDO�������)����)����

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

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

*LOEHUW�� &KULVWRSKHU�� $QGUHZ� 3RZHOO�� DQG� 'DYLG� 9LQHV� �������� 
3RVLWLRQLQJ� WKH� :RUOG

%DQN
��(FRQRPLF�-RXUQDO�������)����)����

*URXS�RI�����*�������������7KH�5ROH�RI�WKH�,0)�LQ�$GMXVWPHQW�ZLWK�*URZWK��5HSRUW�RI�D

:RUNLQJ�*URXS��:DVKLQJWRQ��'&��*URXS�RI����



����

+HOOHLQHU��*��.����������7KH�,QWHUQDWLRQDO�0RQHWDU\�DQG�)LQDQFLDO�6\VWHP��1HZ�<RUN��6W�

0DUWLQ
V�3UHVV�

+LOOV��&DUOD�$���3HWHU�*��3HWHUVRQ��DQG�0RUULV�*ROGVWHLQ��������� 
6DIHJXDUGLQJ�3URVSHULW\

LQ� D� *OREDO� )LQDQFLDO� 6\VWHP�� 7KH� )XWXUH� ,QWHUQDWLRQDO� )LQDQFLDO� $UFKLWHFWXUH
�

5HSRUW� RI� DQ� ,QGHSHQGHQW� 7DVN� )RUFH� 6SRQVRUHG� E\� WKH� &RXQFLO� RQ� )RUHLJQ

5HODWLRQV��:DVKLQJWRQ��'&��,QVWLWXWH�IRU�,QWHUQDWLRQDO�(FRQRPLFV�

,0)��������� 
5HSRUW�RI� WKH�0DQDJLQJ�'LUHFWRU� WR� WKH� ,QWHULP�&RPPLWWHH�RQ�3URJUHVV� LQ

6WUHQJWKHQLQJ�WKH�$UFKLWHFWXUH�RI�WKH�,QWHUQDWLRQDO�)LQDQFLDO�6\VWHP
��:DVKLQJWRQ�

'&��,0)�

-RKQVRQ�� -RKQ�+��� DQG� 6XODLPDQ� 6��:DVW\� �������� 
%RUURZHU�2ZQHUVKLS� RI�$GMXVWPHQW

3URJUDPPHV�DQG�WKH�3ROLWLFDO�(FRQRP\�RI�5HIRUP
��:RUOG�%DQN�'LVFXVVLRQ�3DSHU

�����:DVKLQJWRQ��'&��:RUOG�%DQN�

-XQJXLWR�� 5REHUWR� �������� 
,0)�:RUOG� %DQN� 3ROLF\� $GYLFH�� 7KH� &RRUGLQDWLRQ�&URVV�

&RQGLWLRQDOLW\�4XHVWLRQ
�LQ�*��.��+HOOHLQHU��HG����7KH�,QWHUQDWLRQDO�0RQHWDU\�DQG

)LQDQFLDO�6\VWHP��1HZ�<RUN��6W��0DUWLQ
V�3UHVV�

.DSXU�� 'HYHVK� �������� 
7KH� 1HZ� &RQGLWLRQDOLWLHV� RI� WKH� ,QWHUQDWLRQDO� )LQDQFLDO

,QVWLWXWLRQV
��,QWHUQDWLRQDO�0RQHWDU\�DQG�)LQDQFLDO�,VVXHV�IRU�WKH�����V��YROXPH���

1HZ�<RUN�DQG�*HQHYD��8QLWHG�1DWLRQV�

.DSXU��'HYHVK���������
7KH�,0)��$�&XUH�RU�D�&XUVH"
�)RUHLJQ�3ROLF\��6XPPHU�

.DXIPDQ��+HQU\��������� 
3UHYHQWLQJ�WKH�1H[W�*OREDO�)LQDQFLDO�&ULVLV
��:DVKLQJWRQ�3RVW�

���-DQXDU\��$���

.HQHQ��3HWHU�%����������0DQDJLQJ�WKH�:RUOG�(FRQRP\��)LIW\�<HDUV�DIWHU�%UHWWRQ�:RRGV�

:DVKLQJWRQ��'&��,QVWLWXWH�IRU�,QWHUQDWLRQDO�(FRQRPLFV�

.LOOLFN�� 7RQ\� �����D��� ,0)� 3URJUDPPHV� LQ� 'HYHORSLQJ� &RXQWULHV�� /RQGRQ� DQG� 1HZ

<RUN��5RXWOHGJH�
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.LOOLFN��7RQ\������E��� 
$GMXVWPHQW�DQG�(FRQRPLF�*URZWK
��LQ�-��0��%RXJKWRQ�DQG�.��6�

/DWHHI� �HGV��� )LIW\� <HDUV� $IWHU� %UHWWRQ� :RRGV�� 7KH� )XWXUH� RI� WKH� ,0)� DQG� WKH

:RUOG�%DQN��:DVKLQJWRQ��'&��,0)�DQG�:RUOG�%DQN�*URXS�

0DUJOLQ��6WHSKHQ�$����������
/HVVRQV�RI�WKH�*ROGHQ�$JH
��LQ�6��$��0DUJOLQ�DQG�-��%��6FKRU

�HGV���7KH�*ROGHQ�$JH�RI�&DSLWDOLVP��2[IRUG��&ODUHQGRQ�3UHVV�

0DUWLQ��0DWWKHZ� ��������7KH�&UXPEOLQJ� )DoDGH� RI� $IULFDQ�'HEW� 1HJRWLDWLRQV�� /RQGRQ

DQG�1HZ�<RUN��0DFPLOODQ�DQG�6W�0DUWLQV�

0DVVRQ�� 3DXO� 5��� DQG�0LFKDHO�0XVVD� �������� 7KH� 5ROH� RI� WKH� ,0)�� )LQDQFLQJ� DQG� ,WV

,QWHUDFWLRQV�ZLWK�$GMXVWPHQW�DQG�6XUYHLOODQFH��:DVKLQJWRQ��'&��,0)�

0HOOHU�� 3DWULFLR� �������� 
7KH� 5ROHV� RI� ,QWHUQDWLRQDO� )LQDQFLDO� ,QVWLWXWLRQV�� $� /DWLQ

$PHULFDQ�5HDVVHVVPHQW
��LQ�*��.��+HOOHLQHU��HG����7KH�,QWHUQDWLRQDO�0RQHWDU\�DQG

)LQDQFLDO�6\VWHP��1HZ�<RUN��6W��0DUWLQ
V�3UHVV�

0RVOH\��3DXO��-DQH�+DUULJDQ��DQG�-��)��-��7R\H� ��������$LG�DQG�3RZHU��7KH�:RUOG�%DQN

DQG�3ROLF\�%DVHG�/HQGLQJ��$QDO\VLV�DQG�3ROLF\�3URSRVDOV�� �QG� HGLWLRQ��/RQGRQ�

5RXWOHGJH�

2OLYHU�� 5REHUW� :�� �������� 
%UHWWRQ� :RRGV�� $� 5HWURVSHFWLYH� (VVD\
�� 7KH� &DOLIRUQLD

6HPLQDU�RI�,QWHUQDWLRQDO�6HFXULW\�DQG�)RUHLJQ�3ROLF\��-XQH�

3D\HU��&KHU\O���������
7KH�:RUOG�%DQN��$�&ULWLFDO�$QDO\VLV
��0RQWKO\�5HYLHZ�3UHVV��1HZ

<RUN�

5DGHOHW�� 6WHYHQ�� DQG� -HIIUH\� 6DFKV� �������� 
7KH�(DVW�$VLDQ� )LQDQFLDO� &ULVLV��'LDJQRVLV�

5HPHGLHV�DQG�3URVSHFWV
��%URRNLQJV�3DSHUV�RQ�(FRQRPLF�$FWLYLW\����������

5RGULN�� 'DQL� �������� 
+RZ� 6KRXOG� 6WUXFWXUDO� $GMXVWPHQW� 3URJUDPPHV� %H� 'HVLJQHG"


:RUOG�'HYHORSPHQW�����������������

5RJRII�� .HQQHWK� �������� 
,QWHUQDWLRQDO� ,QVWLWXWLRQV� IRU� 5HGXFLQJ� *OREDO� )LQDQFLDO

,QVWDELOLW\
��-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV����������������
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6DFKV�� -HIIUH\� �������� 
'R� :H� 1HHG� DQ� ,QWHUQDWLRQDO� /HQGHU� RI� /DVW� 5HVRUW"
�� )UDQN

*UDKDP�0HPRULDO�/HFWXUH��3ULQFHWRQ��3ULQFHWRQ�8QLYHUVLW\�

6DFKV��-HIIUH\���������
,0)�,V�D�3RZHU�XQWR�,WVHOI
��7KH�(FRQRPLVW�����'HFHPEHU�

6DFKV��-HIIUH\���������
0DNLQJ�,W�:RUN
��7KH�(FRQRPLVW�����6HSWHPEHU�

6FKDGOHU��6XVDQ��$GDP�%HQQHWW��0DULD�&DUNRYLF��/RXLV�'LFNV�0LUHDX[��0DXUR�0HFDJQL�

-DPHV� 0RUVLQN� DQG� 0LJXHO� 6DYDVWDQR� �������� 
,0)� &RQGLWLRQDOLW\�� ([SHULHQFH

8QGHU� 6WDQG�E\� DQG� ([WHQGHG� $UUDQJHPHQWV
�� ,0)� 2FFDVLRQDO� 3DSHU� 1R�� ����

:DVKLQJWRQ��'&��,0)� �

6FKRU�� -XOLHW� %��� DQG� -RQJ�,O� <RX� �������� 
$IWHU� WKH� *ROGHQ� $JH
�� LQ� -�� %�� 6FKRU� DQG

-�,��<RX��HGV���&DSLWDO��WKH�6WDWH�DQG�/DERXU��$OGHUVKRW��(GZDUG�(OJDU�

6LQJHU��+��:�� �������� 
$Q�+LVWRULFDO�3HUVSHFWLYH
�� LQ�0DKEXE�XO�+DT��5LFKDUG� -ROO\� DQG

3DXO�6WUHHWHQ��HGV���7KH�81�DQG�WKH�%UHWWRQ�:RRGV�,QVWLWXWLRQV��1HZ�&KDOOHQJHV

IRU�WKH���VW�&HQWXU\��1HZ�<RUN��6W��0DUWLQ
V�3UHVV�

6WHZDUW��)UDQFHV���������$GMXVWPHQW�DQG�3RYHUW\��/RQGRQ�DQG�1HZ�<RUN��5RXWOHGJH�

6WHZDUW�� )UDQFHV�� DQG� 9DOS\� )LW]*HUDOG� �������� 
7KH� ,0)� DQG� WKH� *OREDO� (FRQRP\�

,PSOLFDWLRQV�IRU�'HYHORSLQJ�&RXQWULHV
��4(+�:RUNLQJ�3DSHU�6HULHV��4(+:362��

2[IRUG��4XHHQ�(OL]DEHWK�+RXVH��8QLYHUVLW\�RI�2[IRUG�

6WLJOLW]�� -RVHSK� (�� �������� 
0RUH� ,QVWUXPHQWV� DQG� %URDGHU� *RDOV�� 0RYLQJ� 7RZDUG� WKH

3RVW�:DVKLQJWRQ�&RQVHQVXV
��:,'(5�$QQXDO�/HFWXUHV����+HOVLQNL��818�:,'(5�

6WLJOLW]��-RVHSK�(���������� 
7KH�:RUOG�%DQN�DW� WKH�0LOOHQQLXP
��(FRQRPLF�-RXUQDO������

)����)����

7D\ORU�� /DQFH� �������� 9DULHWLHV� RI� 6WDELOL]DWLRQ� ([SHULHQFH�� 7RZDUGV� 6HQVLEOH

0DFURHFRQRPLFV�LQ�WKH�7KLUG�:RUOG��2[IRUG��&ODUHQGRQ�3UHVV�

7D\ORU�� /DQFH� �������� 
(GLWRULDO�� 7KH� 5HYLYDO� RI� WKH� /LEHUDO� &UHHG²WKH� ,0)� DQG� WKH

:RUOG�%DQN�LQ�D�*OREDOL]HG�(FRQRP\
��:RUOG�'HYHORSPHQW�����������������
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XO�+DT��0DKEXE��5LFKDUG�-ROO\��DQG�3DXO�6WUHHWHQ��HGV����������7KH�81�DQG�WKH�%UHWWRQ

:RRGV�,QVWLWXWLRQV��1HZ�&KDOOHQJHV�IRU�WKH���VW�&HQWXU\��1HZ�<RUN��6W��0DUWLQ
V

3UHVV�

8QLWHG�1DWLRQV� �������� 
7RZDUGV� D�1HZ� ,QWHUQDWLRQDO� )LQDQFLDO�$UFKLWHFWXUH
�� 5HSRUW� RI

WKH�7DVN�)RUFH�RI�WKH�([HFXWLYH�&RPPLWWHH�RQ�(FRQRPLF�DQG�6RFLDO�$IIDLUV�RI�WKH

8QLWHG�1DWLRQV�

81&7$'���������7UDGH�DQG�'HYHORSPHQW�5HSRUW�������1HZ�<RUN�DQG�*HQHYD��8QLWHG

1DWLRQV�

81'3� �������� +XPDQ� 'HYHORSPHQW� 5HSRUW� ������ 1HZ� <RUN� DQG� 2[IRUG�� 2[IRUG

8QLYHUVLW\�3UHVV�

YDQ�GH�/DDU��$DUW���������7KH�:RUOG�%DQN�DQG�7KH�3RRU��+DTXH��0DUWLQXV�1LLMKRII�

:LOOLDPVRQ�� -RKQ� �������� /DWLQ� $PHULFDQ� $GMXVWPHQW�� +RZ� 0XFK� +DV� +DSSHQHG"

:DVKLQJWRQ��'&��,QVWLWXWH�IRU�,QWHUQDWLRQDO�(FRQRPLFV�

:ROIHQVRKQ��-DPHV��������� 
$�3URSRVDO� IRU�D�&RPSUHKHQVLYH�'HYHORSPHQW�)UDPHZRUN
�

$YDLODEOH�RQ�KWWS���ZZZ�ZRUOGEDQN�RUJ�FGI�FGI�WH[W�KWP�

:RRGV��1JDLUH��������� 
*RYHUQDQFH�LQ�,QWHUQDWLRQDO�2UJDQL]DWLRQV��7KH�&DVH�IRU�5HIRUP

LQ�WKH�%UHWWRQ�:RRGV�,QVWLWXWLRQV
��,QWHUQDWLRQDO�0RQHWDU\�DQG�)LQDQFLDO�,VVXHV�IRU

WKH�����V��YROXPH�,;��1HZ�<RUN�DQG�*HQHYD��8QLWHG�1DWLRQV�

:RUOG� %DQN� ��������5HVHWWOHPHQW� DQG� 'HYHORSPHQW�� 7KH� %DQNZLGH� 5HYLHZ� RI� 3URMHFWV

,QYROYLQJ� ,QYROXQWDU\� 5HVHWWOHPHQW� ����������� :DVKLQJWRQ�� '&�� (QYLURQPHQW

'HSDUWPHQW��:RUOG�%DQN�

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

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

:RUOG�%DQN� ��������3ULQFLSOHV� RI�*RRG� 3UDFWLFH� LQ� 6RFLDO� 3ROLF\�� $�'UDIW� 2XWOLQH� IRU

'LVFXVVLRQ�DQG�*XLGDQFH��:DVKLQJWRQ��'&��:RUOG�%DQN�
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