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3DUW�,���,QWURGXFWLRQ

6LQFH WKH RQVHW RI WKH (DVW $VLDQ HFRQRPLF DQG ILQDQFLDO FULVLV LQ ODWH ���� WKH $XVWUDOLDQ

HFRQRP\ KDV FRQWLQXHG WR UHFRUG VWURQJ JURZWK� GHVSLWH PDQ\ RI $XVWUDOLD·V $VLDQ PDMRU

WUDGLQJ SDUWQHUV �073V� H[SHULHQFLQJ UHFHVVLRQ DQG D FRQVHTXHQW VORZGRZQ LQ ZRUOG

HFRQRPLF JURZWK�

'HILQLQJ IHDWXUHV RI WKH $XVWUDOLDQ HFRQRP\ DUH D VRXQG PDFURHFRQRPLF SROLF\

IUDPHZRUN DQG JUHDWHU HIILFLHQF\ DQG IOH[LELOLW\ WKDW KDYH UHVXOWHG IURP VLJQLILFDQW

PLFURHFRQRPLF UHIRUPV DIIHFWLQJ SURGXFW� FDSLWDO DQG ODERXU PDUNHWV� 7KLV DOORZHG WKH

H[FKDQJH UDWH WR GHFOLQH VLQFH ODWH ���� LQ DQ RUGHUO\ IDVKLRQ DJDLQVW WKH 8QLWHG 6WDWHV

GROODU DQG (XURSHDQ FXUUHQFLHV� ZKLOH PDLQWDLQLQJ D VWDEOH DQG ORZ LQWHUHVW UDWH

HQYLURQPHQW WKDW KDV KHOSHG WR VXVWDLQ GRPHVWLF GHPDQG� ,Q VKRUW� VRXQG SROLFLHV KDYH

XQGHUSLQQHG WKH UHVLOLHQFH RI WKH HFRQRP\ LQ ZHDWKHULQJ WKH $VLDQ GRZQWXUQ�

7KH GHFOLQH LQ WKH H[FKDQJH UDWH FXVKLRQHG WKH HIIHFW RI ORZHU FRPPRGLW\ SULFHV DQG

SURYLGHG RSSRUWXQLWLHV IRU FRPPRGLW\ H[SRUWHUV WR ILQG DOWHUQDWLYH PDUNHWV RXWVLGH WKH

UHFHVVHG $VLDQ HFRQRPLHV� 7KLV KDV EHHQ DVVLVWHG E\ WKH UHODWLYH VWUHQJWK LQ WKH

8QLWHG 6WDWHV DQG (XURSHDQ HFRQRPLHV�

2Q WKH RWKHU KDQG� H[SRUWV RI HODERUDWHO\ WUDQVIRUPHG PDQXIDFWXUHV �(70V� DQG VHUYLFHV

KDYH EHHQ DIIHFWHG WR D PXFK ODUJHU H[WHQW ³ QRW RQO\ FRPSDUHG ZLWK WKH LPSDFW RQ

FRPPRGLW\ H[SRUWV� EXW DOVR ZLWK UHVSHFW WR SUHYLRXV SHULRGV RI ZHDN ZRUOG JURZWK LQ WKH

HDUO\ ����V DQG HDUO\ ����V� 7KLV UHIOHFWV WKH LPSRUWDQFH RI $VLDQ PDUNHWV DQG WKH

GLIILFXOW\ LQ ILQGLQJ DOWHUQDWLYH PDUNHWV IRU WKHVH LWHPV LQ WKH VKRUW WHUP� $V UHJDUGV

$XVWUDOLD·V WHUPV RI WUDGH� WKH GHFOLQH KDV EHHQ UHODWLYHO\ PRGHUDWH FRPSDUHG ZLWK SDVW

HSLVRGHV� ZLWK WKH HIIHFWV RI ORZHU ZRUOG FRPPRGLW\ SULFHV EHLQJ SDUWO\ RIIVHW E\ IDOOV LQ

ZRUOG SULFHV IRU PDQ\ RI RXU LPSRUWV�

7KH $XVWUDOLDQ HFRQRP\ KDV EHHQ FXVKLRQHG E\ WKH RQJRLQJ VWUHQJWK LQ GRPHVWLF

GHPDQG� VXSSRUWHG E\� ORZHU VKRUW DQG ORQJ�WHUP LQWHUHVW UDWHV� VWURQJ SURGXFWLYLW\

JURZWK� VXVWDLQDEOH ZDJHV JURZWK� VWURQJ HPSOR\PHQW JURZWK DQG IDOOLQJ XQHPSOR\PHQW�

KHDOWK\ FRUSRUDWH SURILWV� DQG ORZ LQIODWLRQ DQG LQIODWLRQDU\ H[SHFWDWLRQV� 7KLV IDYRXUDEOH

FRPELQDWLRQ LV WKH RXWFRPH RI D VRXQG PDFURHFRQRPLF SROLF\ IUDPHZRUN WKDW KDV

GHOLYHUHG VXVWDLQHG ORZ LQIODWLRQ DQG VRXQG SXEOLF VHFWRU ILQDQFHV� FRXSOHG ZLWK DQ

RQJRLQJ PLFURHFRQRPLF UHIRUP DJHQGD WKDW KDV GHOLYHUHG KLJKHU SURGXFWLYLW\ JURZWK DQG

D PRUH UHVSRQVLYH DQG IOH[LEOH HFRQRP\�
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3DUW�,,���7KH�1DWXUH�RI�WKH�([WHUQDO�(QYLURQPHQW
DQG�WKH�(FRQRP\¶V�5HVSRQVH

7KH FXUUHQW VORZGRZQ LQ ZRUOG HFRQRPLF JURZWK VXEVWDQWLDOO\ UHIOHFWV WKH GHHS UHFHVVLRQ

LQ -DSDQ DQG WKH FULVLV LQ D QXPEHU RI (DVW $VLDQ HFRQRPLHV� (FRQRPLF DFWLYLW\ LQ

$XVWUDOLD·V 073V IHOO LQ ����� ZLWK RQO\ ZHDN JURZWK H[SHFWHG LQ ���� DQG D PRGHVW

VWUHQJWKHQLQJ LQ ���� �&KDUWV � DQG ��� 7KLV FRQWUDVWV ZLWK SUHYLRXV VORZGRZQV LQ ZRUOG

JURZWK LQ WKH HDUO\ ����V DQG WKH HDUO\ ����V ZKHQ (DVW $VLDQ HFRQRPLHV� DQG WR D OHVVHU

H[WHQW -DSDQ� UHPDLQHG UHODWLYHO\ EXR\DQW�

&KDUW �� $XVWUDOLDQ DQG 073 *'3 *URZWK
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86 2WKHU 2(&'073�D� (DVW $VLD 073�E� $XVWUDOLD

3HU FHQW 3HU FHQW

�D� *HUPDQ\� )UDQFH� WKH 8QLWHG .LQJGRP� ,WDO\� &DQDGD DQG 1HZ =HDODQG �ZHLJKWHG E\ PHUFKDQGLVH

H[SRUWV��

�E� -DSDQ� .RUHD� 6LQJDSRUH� 7DLZDQ� +RQJ .RQJ� &KLQD� ,QGRQHVLD� 0DOD\VLD� 7KDLODQG DQG WKH 3KLOLSSLQHV

�ZHLJKWHG E\ PHUFKDQGLVH H[SRUWV��

6RXUFH� $%6 &DW� 1R� ������� YDULRXV QDWLRQDO VWDWLVWLFDO SXEOLFDWLRQV DQG 7UHDVXU\�

7KH ZRUOG HFRQRPLF GRZQWXUQ KDV FRQWULEXWHG WR D VKDUS �� SHU FHQW IDOO LQ ZRUOG SULFHV

RI $XVWUDOLD·V FRPPRGLW\ H[SRUWV� 0RUHRYHU� H[SRUW YROXPH JURZWK KDV EHHQ DIIHFWHG

PRUH RQ WKLV RFFDVLRQ WKDQ LQ WKH SDVW� 7KLV LV SDUWLFXODUO\ WKH FDVH IRU (70V DQG VHUYLFHV�

IRU ZKLFK (DVW $VLDQ HFRQRPLHV DUH PDMRU PDUNHWV DQG GLYHUVLRQ WR RWKHU PDUNHWV LV

UHODWLYHO\ GLIILFXOW�

,Q FRQWUDVW� WKH GHFOLQH LQ WKH H[FKDQJH UDWH VLQFH ODWH ���� DQG WKH DELOLW\ RI FRPPRGLW\

H[SRUWHUV� LQ SDUWLFXODU� WR GLYHUW VDOHV WR PRUH EXR\DQW PDUNHWV LQ WKH 8QLWHG 6WDWHV DQG

(XURSH KDYH FXVKLRQHG WKH HIIHFWV RI WKH GRZQWXUQ WR VRPH H[WHQW� )XUWKHUPRUH�
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$XVWUDOLD·V WHUPV RI WUDGH KDYH EHHQ OHVV DIIHFWHG WKDQ LQ WKH PLG�����V DQG HDUO\ ����V�

ZLWK ZHDNQHVV LQ (DVW $VLD SXWWLQJ GRZQZDUG SUHVVXUH RQ WKH ZRUOG SULFHV IRU VRPH RI

$XVWUDOLD·V PDMRU LPSRUWV� KHOSLQJ WR RIIVHW ZHDNQHVV LQ ZRUOG FRPPRGLW\ SULFHV� :RUOG

LQWHUHVW UDWHV KDYH DOVR EHHQ ORZHU RQ DYHUDJH WKDQ GXULQJ WKH HDUO\ ����V� DQG WKDW KDV

FXVKLRQHG WKH VORZGRZQ LQ ZRUOG JURZWK GXULQJ WKH SHULRG DQG KDV KHOSHG $XVWUDOLD

PDLQWDLQ D ORZ LQWHUHVW UDWH HQYLURQPHQW�

7KH 1DWXUH RI WKH ([WHUQDO (QYLURQPHQW

-DSDQ DQG WKH WURXEOHG (DVW $VLDQ HFRQRPLHV �LH .RUHD� ,QGRQHVLD� 0DOD\VLD DQG

7KDLODQG� DUH VLJQLILFDQW WUDGLQJ SDUWQHUV IRU $XVWUDOLD� DFFRXQWLQJ IRU DURXQG �� SHU FHQW

RI WRWDO PHUFKDQGLVH H[SRUWV� LQFOXGLQJ �� SHU FHQW RI FRPPRGLW\ H[SRUWV DQG �� SHU FHQW

RI (70 H[SRUWV� RYHU WKH ����V� $V D UHVXOW� WKH VHYHUH UHFHVVLRQV LQ WKHVH HFRQRPLHV

FRQWULEXWHG WR QHJDWLYH 073 JURZWK LQ ���� DQG WKH SURVSHFW RI JURZWK ZHOO EHORZ WUHQG

LQ ���� DQG ���� �&KDUW ���

&KDUW �� 073 *'3 *URZWK
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3HU FHQW 3HU FHQW

�D� 0DMRU WUDGLQJ SDUWQHU JURZWK ZHLJKWHG E\ PHUFKDQGLVH H[SRUWV VKDUH�

6RXUFH� 9DULRXV QDWLRQDO VWDWLVWLFDO SXEOLFDWLRQV DQG 7UHDVXU\�

+RZHYHU� VRPH RI WKH HIIHFWV RI ORZHU 073 JURZWK KDYH EHHQ DYRLGHG E\ FRPPRGLW\

H[SRUWHUV GLYHUWLQJ H[SRUW VDOHV IURP (DVW $VLDQ 073V WR RWKHU� PRUH VWURQJO\ JURZLQJ�

PDUNHWV� )RU H[DPSOH� WKURXJK WKH \HDU WR WKH 6HSWHPEHU TXDUWHU ����� WKH YDOXH RI

FRPPRGLW\ H[SRUWV �H[FOXGLQJ JROG� WR WKH WURXEOHG (DVW $VLDQ HFRQRPLHV IHOO

E\ �� SHU FHQW� ZKLOH FRPPRGLW\ H[SRUWV WR FRXQWULHV RXWVLGH $VLD URVH E\ �� SHU FHQW�

:KLOH GDWD DUH QRW UHDGLO\ DYDLODEOH WR FDOFXODWH D SULFH�YROXPH VSOLW E\ FRXQWU\ RI

GHVWLQDWLRQ� IRU FRPPRGLW\ H[SRUWV PXFK RI WKH UHODWLYH FKDQJH LQ YDOXHV LV OLNHO\ WR EH

DWWULEXWDEOH WR FKDQJHV LQ YROXPHV�
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6LQFH ODWH ���� WKHUH KDV EHHQ VRPH UHFRYHU\ LQ FRPPRGLW\ H[SRUWV WR WKH WURXEOHG (DVW

$VLDQ HFRQRPLHV DV WKHVH HFRQRPLHV KDYH EHJXQ WR UHFRYHU VORZO\� &RPPRGLW\ H[SRUWV

�H[FOXGLQJ JROG� WR WKHVH HFRQRPLHV URVH E\ �� SHU FHQW LQ WKH WKUHH PRQWKV WR

0DUFK ���� FRPSDUHG ZLWK D \HDU HDUOLHU� ZKLOH FRPPRGLW\ H[SRUWV WR FRXQWULHV RXWVLGH

$VLD IHOO E\ � SHU FHQW RYHU WKLV SHULRG DV HFRQRPLF JURZWK LQ RWKHU UHJLRQV KDV

PRGHUDWHG� &RPPRGLW\ H[SRUWV WR -DSDQ KDYH FRQWLQXHG WR ZHDNHQ� DV WKH -DSDQHVH

HFRQRP\ UHPDLQV UHFHVVHG� IDOOLQJ E\ � SHU FHQW LQ WKH WKUHH PRQWKV WR 0DUFK ����

FRPSDUHG ZLWK D \HDU HDUOLHU�

0XFK OHVV GLYHUVLRQ RI H[SRUWV RI (70V DZD\ IURP WURXEOHG (DVW $VLDQ PDUNHWV VHHPV WR

KDYH RFFXUUHG� )RU H[DPSOH� WKH YDOXH RI (70 H[SRUWV WR WKHVH HFRQRPLHV DQG -DSDQ

GHFOLQHG E\ �� SHU FHQW LQ WKH ILUVW \HDU RI WKH FULVLV� 7KH YDOXH RI H[SRUWV WR FRXQWULHV

RXWVLGH $VLD LQFUHDVHG E\ � SHU FHQW� ZLWK (70 H[SRUW YDOXHV GHFOLQLQJ E\ � SHU FHQW LQ

WRWDO�

7KH VFRSH IRU $XVWUDOLDQ FRPPRGLW\ H[SRUWHUV LQ SDUWLFXODU WR UDLVH RU ORZHU VDOHV LQ

YDULRXV PDUNHWV LQ UHVSRQVH WR FKDQJLQJ HFRQRPLF FRQGLWLRQV PHDQV WKHUH LV PHULW LQ

FRQVLGHULQJ D EURDGHU PHDVXUH RI LQWHUQDWLRQDO HFRQRPLF DFWLYLW\ WKDQ 073 JURZWK� 2QH

VXFK PHDVXUH LV RYHUDOO ZRUOG *'3 JURZWK� 0RVW RI WKH UHFHQW VORZGRZQ LQ ZRUOG

JURZWK LV DWWULEXWDEOH WR -DSDQ� ZKLFK DFFRXQWV IRU DURXQG �� SHU FHQW RI ZRUOG *'3�

:KLOH WKH FRQWUDFWLRQV LQ RWKHU (DVW $VLDQ HFRQRPLHV KDYH EHHQ SDUWLFXODUO\ VHYHUH� WKH

HFRQRPLHV RI .RUHD� ,QGRQHVLD� 0DOD\VLD DQG 7KDLODQG FRQVWLWXWH RQO\ DURXQG � SHU FHQW

RI ZRUOG *'3� :RUOG JURZWK KDV EHHQ EXR\HG E\ WKH VWUHQJWK LQ WKH 8QLWHG 6WDWHV DQG�

WR D OHVVHU H[WHQW� (XURSH� ZKLFK WRJHWKHU DFFRXQW IRU D OLWWOH PRUH WKDQ KDOI RI ZRUOG

*'3� +HQFH� WKH VORZGRZQ LQ ZRUOG JURZWK KDV EHHQ OHVV VLJQLILFDQW WKDQ WKH VKDUS

GRZQWXUQ LQ $XVWUDOLD·V 073 JURZWK �&KDUW ���

&KDUW �� :RUOG *'3 *URZWK
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$YHUDJH

���� WR ����

3HU FHQW 3HU FHQW

6RXUFH� 9DULRXV QDWLRQDO VWDWLVWLFDO SXEOLFDWLRQV� WKH ,0) DQG 7UHDVXU\�
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2QH UHDVRQ HFRQRPLF JURZWK KDV UHPDLQHG VWURQJ LQ WKH 8QLWHG 6WDWHV DQG UHODWLYHO\ ILUP

LQ (XURSH RYHU WKLV SHULRG LV WKH PDFURHFRQRPLF SROLF\ HQYLURQPHQW LQ WKHVH FRXQWULHV�

:KHQ WKH VORZGRZQ LQ (DVW $VLD HPHUJHG LQ ODWH ����� LQWHUHVW UDWHV ZHUH DOUHDG\ DW ORZ

OHYHOV LQ WKH 8QLWHG 6WDWHV DQG (XURSH� 7KH PDLQWHQDQFH RI WKLV SROLF\ IUDPHZRUN KDV

PHDQW WKDW LQWHUHVW UDWHV KDYH UHPDLQHG DW UHODWLYHO\ ORZ OHYHOV WKURXJKRXW WKH FXUUHQW

SHULRG RI EHORZ�WUHQG ZRUOG JURZWK� 7KLV FRQWUDVWV ZLWK WKH H[SHULHQFH RI WKH HDUO\ ����V

ZKHQ LQWHUHVW UDWHV LQ WKH LQGXVWULDOLVHG HFRQRPLHV ZHUH JHQHUDOO\ DW YHU\ KLJK OHYHOV� DV

ZRUOG JURZWK LQLWLDOO\ IHOO EHORZ WUHQG� DQG ZHUH UHGXFHG RQO\ JUDGXDOO\ RYHU WKH QH[W

WKUHH \HDUV RI EHORZ�WUHQG JURZWK�

7KH ,PSDFW RQ ([SRUW 9ROXPHV

7KH FRQFHQWUDWLRQ RI VORZHU JURZWK LQ $XVWUDOLD·V (DVW $VLDQ 073V KDV UHVXOWHG LQ D

VKDUS GRZQWXUQ LQ H[SRUW YROXPH JURZWK� 7KLV KDV RFFXUUHG GHVSLWH WKH VXFFHVV RI

FRPPRGLW\ H[SRUWHUV LQ GLYHUWLQJ WKHLU SURGXFW DZD\ IURP WKH WURXEOHG (DVW $VLDQ

HFRQRPLHV� (70 DQG VHUYLFH H[SRUWV DUH PRUH VHQVLWLYH WR FKDQJHV LQ LQFRPH LQ WKH

LPSRUWLQJ FRXQWU\� ZLWK OHVV VFRSH IRU GLYHUVLRQ WR DOWHUQDWLYH PDUNHWV WKDQ FRPPRGLW\

H[SRUWV�� $V D UHVXOW� H[SRUWV RI (70V KDYH EHHQ PRVW DIIHFWHG E\ VHYHUH UHFHVVLRQ LQ D

QXPEHU RI (DVW $VLDQ HFRQRPLHV� (70 H[SRUWV IHOO E\ ��� SHU FHQW LQ ����� FRPSDUHG

ZLWK DQ DYHUDJH JURZWK UDWH RI ���� SHU FHQW VLQFH WKH HDUO\ ����V �&KDUW ��� 7KLV LV D

PXFK PRUH VHYHUH LPSDFW WKDQ ZDV IHOW ZLWK WKH VORZGRZQ LQ ZRUOG JURZWK LQ WKH

HDUO\ ����V RU WKH HDUO\ ����V�

6HUYLFH H[SRUW YROXPHV KDYH FRQWLQXHG WR JURZ RYHU WKH SDVW \HDU DQG D KDOI� EXW DW UDWHV

ZHOO EHORZ WKH ORQJHU�WHUP WUHQG� 9ROXPHV JUHZ E\ ��� SHU FHQW LQ ����� GRZQ IURP DQ

DYHUDJH JURZWK UDWH RI ��� SHU FHQW VLQFH WKH HDUO\ ����V�

'HVSLWH VLJQLILFDQW GLYHUVLRQ RI FRPPRGLW\ H[SRUWV WR PDUNHWV RXWVLGH (DVW $VLD� WKHUH

ZDV QR JURZWK LQ WKH YROXPH RI FRPPRGLW\ H[SRUWV LQ ����� 7KLV FRPSDUHV ZLWK DQ

DYHUDJH DQQXDO JURZWK UDWH RI ��� SHU FHQW RYHU WKH SDVW WZR GHFDGHV� +RZHYHU� WKH

UHODWLYH ZHDNQHVV LQ FRPPRGLW\ H[SRUWV SDUWO\ UHIOHFWV WKH LPSDFW RQ IDUP SURGXFWLRQ RI

WKH UHWXUQ WR QRUPDO VHDVRQDO FRQGLWLRQV LQ �������� IROORZLQJ YHU\ VWURQJ IDUP SURGXFW

JURZWK LQ �������� DQG VR LV QRW HQWLUHO\ DWWULEXWDEOH WR WKH LQWHUQDWLRQDO GRZQWXUQ�

2YHUDOO� WRWDO H[SRUW YROXPHV IHOO E\ ��� SHU FHQW IURP WKH 6HSWHPEHU TXDUWHU ���� WR WKH

'HFHPEHU TXDUWHU ����� 7KLV FRPSDUHV ZLWK DYHUDJH DQQXDO H[SRUW YROXPH JURZWK RYHU

WKH SDVW WZR GHFDGHV RI � SHU FHQW DQG LV D PXFK VKDUSHU VORZGRZQ WKDQ WKDW H[SHULHQFHG

LQ WKH PLG�����V DQG HDUO\ ����V �&KDUW ��� 7KH YHU\ ODUJH IDOO LQ H[SRUW YROXPHV LQ WKH

HDUO\ ����V ZDV H[DFHUEDWHG E\ WKH IDOO LQ UXUDO SURGXFWLRQ GXH WR WKH GURXJKW WKDW

DIIHFWHG PXFK RI $XVWUDOLD�

� 6HH GLVFXVVLRQ LQ ������� %XGJHW 3DSHU 1R� �� 6WDWHPHQW ��
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&KDUW �� $QQXDO *URZWK LQ ([SRUW 9ROXPHV ² 3HULRG $YHUDJHV
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3HU FHQW 3HU FHQW

6RXUFH� $%6 &DW� 1R� �������

&KDUW �� $QQXDO *URZWK LQ WKH 7RWDO ([SRUW 9ROXPHV
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3HU FHQW 3HU FHQW

6RXUFH� $%6 &DW� 1R� �������
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7KH ,PSDFW RQ WKH 7HUPV RI 7UDGH

7KH ZHDNQHVV LQ H[SRUW YROXPHV FRQWUDVWV ZLWK WKH UHODWLYHO\ PLOG IDOO LQ $XVWUDOLD·V WHUPV

RI WUDGH� 7KH WHUPV RI WUDGH KDYH IDOOHQ E\ ��� SHU FHQW VLQFH WKH 6HSWHPEHU TXDUWHU �����

7KLV KDV EHHQ D PRUH PRGHVW IDOO WKDQ WKRVH ZKLFK RFFXUUHG LQ WKH PLG�����V DQG

HDUO\ ����V �&KDUW ��� :KLOH FRPPRGLW\ SULFHV RQ ZRUOG PDUNHWV KDYH IDOOHQ VKDUSO\�

H[HUWLQJ D QHJDWLYH LQIOXHQFH RQ WKH WHUPV RI WUDGH� WKLV KDV EHHQ SDUWO\ RIIVHW E\ IDOOV LQ

WKH SULFHV RI D UDQJH RI RWKHU JRRGV RQ ZRUOG PDUNHWV� LQFOXGLQJ WKH SULFHV RI PDQ\ LWHPV

WKDW $XVWUDOLD LPSRUWV� 7KH UHODWLYHO\ PLOG IDOO LQ WKH WHUPV RI WUDGH RYHU WKLV SHULRG LV RQH

IDFWRU KHOSLQJ WR OLPLW WKH LPSDFW RI WKH LQWHUQDWLRQDO GRZQWXUQ RQ $XVWUDOLD�

,Q 8QLWHG 6WDWHV GROODU �$86� WHUPV� LPSRUW SULFHV DFURVV WKH GRFNV KDYH GHFOLQHG E\

QHDUO\ �� SHU FHQW VLQFH PLG������ )RU H[DPSOH� WKH SULFHV RI FDUV DQG FRPSXWHU

HTXLSPHQW DFURVV WKH GRFNV KDYH IDOOHQ LQ $86 WHUPV E\ � SHU FHQW DQG �� SHU FHQW

UHVSHFWLYHO\ VLQFH 6HSWHPEHU ����� 7KHVH WZR LWHPV DFFRXQW IRU DURXQG �� SHU FHQW RI

$XVWUDOLD·V JRRGV LPSRUWV� ,Q FRQWUDVW� GXULQJ WKH SUHYLRXV LQWHUQDWLRQDO GRZQWXUQ LQ WKH

HDUO\ ����V� LPSRUW SULFHV LQ $86 WHUPV ZHUH UHODWLYHO\ VWDEOH�

7KH UHFHQW IDOOV LQ ZRUOG SULFHV RI $XVWUDOLD·V LPSRUWV UHIOHFW D FRPELQDWLRQ RI ORZHU

JOREDO SURGXFWLRQ FRVWV� UHVXOWLQJ IURP IDOOLQJ FRPPRGLW\ SULFHV� WHFKQRORJLFDO DGYDQFHV

DQG VWURQJHU SURGXFWLYLW\ JURZWK LQ D QXPEHU RI FRXQWULHV� D PRUH FRPSHWLWLYH JOREDO

WUDGLQJ HQYLURQPHQW� DQG YHU\ ORZ LQIODWLRQ DQG LQIODWLRQDU\ H[SHFWDWLRQV LQ PRVW

LQGXVWULDO HFRQRPLHV� 7KH GRZQWXUQ LQ (DVW $VLD LV OLNHO\ WR KDYH DGGHG FRQVLGHUDEO\ WR

WKH VWUHQJWK RI FRPSHWLWLRQ LQ ZRUOG PDUNHWV IRU PDQXIDFWXUHG LWHPV� ZLWK GRPHVWLF

GHPDQG LQ (DVW $VLDQ HFRQRPLHV YHU\ ZHDN DQG $VLDQ PDQXIDFWXUHUV EHQHILWLQJ IURP

ORZHU H[FKDQJH UDWHV�

&KDUW �� 7HUPV RI 7UDGH
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$ /RZHU $XVWUDOLDQ 'ROODU 6XSSRUWV WKH ([SRUW 6HFWRU

7KH VLJQLILFDQW RYHUDOO GHFOLQH LQ WKH $XVWUDOLDQ GROODU �$$� DJDLQVW PDMRU FXUUHQFLHV VLQFH

WKH RQVHW RI WKH $VLDQ FULVLV KDV SDUWO\ FXVKLRQHG $XVWUDOLD·V FRPPRGLW\ H[SRUWHUV IURP

WKH HIIHFWV RI WKH VKDUS IDOO LQ ZRUOG FRPPRGLW\ SULFHV� %HWZHHQ WKH 6HSWHPEHU

TXDUWHU ���� DQG WKH 0DUFK TXDUWHU ���� FRPPRGLW\ SULFHV IHOO E\ �� SHU FHQW LQ

$86 WHUPV EXW IHOO RQO\ VOLJKWO\ LQ $$ WHUPV��

:KLOH WKH $$ DQG FRPPRGLW\ SULFHV WHQG WR PRYH EURDGO\ LQ WKH VDPH GLUHFWLRQ�

PRYHPHQWV LQ WKH $$ JHQHUDOO\ RQO\ SURYLGH D SDUWLDO RIIVHW WR FKDQJHV LQ ZRUOG

FRPPRGLW\ SULFHV� SDUWLFXODUO\ ZKHUH FKDQJHV LQ WKH RYHUDOO WHUPV RI WUDGH DUH UHODWLYHO\

VPDOO�

2Q WKLV RFFDVLRQ� WKH GHFOLQH LQ WKH $$ KDV SUREDEO\ UHIOHFWHG QRW RQO\ WKH GHFOLQH LQ

FRPPRGLW\ SULFHV DQG WKH WHUPV RI WUDGH� EXW DOVR WKH GLIILFXOWLHV IDFHG E\ H[SRUWHUV RI

(70V DQG VHUYLFHV LQ DWWHPSWLQJ WR PDLQWDLQ H[SRUW YROXPHV LQ WKH IDFH RI WKH GRZQWXUQ

LQ (DVW $VLD� 7KH GHFOLQH LQ WKH $$ KDV KHOSHG DOO SDUWV RI $XVWUDOLD·V H[SRUW VHFWRU WR

DGMXVW WR WKH LQWHUQDWLRQDO GRZQWXUQ�

7KH IDFW WKDW WKH RYHUDOO GHFOLQH LQ WKH $$ RYHU WKLV SHULRG GLG QRW UHVXOW LQ VLJQLILFDQW

LQIODWLRQDU\ SUHVVXUHV� DQG KHQFH FRXOG EH DFFRPPRGDWHG ZLWK ERWK VKRUW DQG ORQJ�WHUP

LQWHUHVW UDWHV WUHQGLQJ GRZQ� RZHV PXFK WR $XVWUDOLD·V VRXQG ILVFDO DQG PRQHWDU\ SROLF\

IUDPHZRUN� 7KLV LVVXH LV GLVFXVVHG IXUWKHU EHORZ�

� +RZHYHU� WKLV GRHV QRW LQFOXGH WKH LPSDFW RI WKH ODUJH UHGXFWLRQV LQ SULFHV RI EXON RUHV �FRDO DQG LURQ RUH�

VROG XQGHU FRQWUDFW WR -DSDQ� WKDW FDPH LQWR HIIHFW RQ � $SULO ����� 7KH UHQHJRWLDWLRQ RI WKH FRQWUDFWV

UHVXOWHG LQ SULFH IDOOV LQ $86 WHUPV LQ H[FHVV RI �� SHU FHQW FRPSDUHG ZLWK WKH SUHYLRXV \HDU�
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3DUW�,,,���7KH�%HQHILWV�RI�3ROLF\�5HIRUP

$XVWUDOLD·V HFRQRPLF SHUIRUPDQFH LQ WKH SHULRG VLQFH WKH HPHUJHQFH RI WKH (DVW $VLDQ

ILQDQFLDO FULVLV KDV EHQHILWHG IURP D UREXVW SROLF\ IUDPHZRUN� UHIOHFWLQJ ERWK

LPSURYHPHQWV LQ PDFURHFRQRPLF SROLF\ VHWWLQJV LQ UHFHQW \HDUV� DQG VWUXFWXUDO UHIRUPV

WKDW KDYH EHHQ LPSOHPHQWHG SURJUHVVLYHO\ RYHU D ORQJHU SHULRG RI WLPH�

7+(0$&52(&2120,& 32/,&< )5$0(:25.

$XVWUDOLD·V HFRQRPLF SHUIRUPDQFH LQ UHFHQW GHFDGHV KDV EHHQ FRQVWUDLQHG E\ WKH WHQGHQF\

IRU LQIODWLRQ DQG FXUUHQW DFFRXQW SUHVVXUHV WR HPHUJH IROORZLQJ HYHQ UHODWLYHO\ EULHI

SHULRGV RI VWURQJ HFRQRPLF JURZWK� DQG DW D SRLQW ZKHUH XQHPSOR\PHQW ZDV VWLOO KLJK�

3ROLF\ KDV SHULRGLFDOO\ DOORZHG� RU HYHQ FRQWULEXWHG WR� WKH HPHUJHQFH RI H[FHVV GHPDQG

SUHVVXUHV� 6XEVHTXHQW SROLF\ WLJKWHQLQJ WR FRQWURO ULVLQJ LQIODWLRQ DQG FXUUHQW DFFRXQW

GHILFLWV �&$'V� KDV WKHQ FRQWULEXWHG WR VKRUW�WHUP HFRQRPLF GRZQWXUQV� 3ROLF\ KDV WRR

RIWHQ EHHQ UHDFWLYH DQG VKRUW�WHUP LQ LWV IRFXV� DQG XQFOHDU LQ LWV REMHFWLYHV�

7KH IRUZDUG�ORRNLQJ PHGLXP�WHUP IUDPHZRUNV QRZ LQ SODFH IRU ILVFDO DQG PRQHWDU\

SROLF\ PHDQ WKDW HDFK DUP RI SROLF\ LV DQFKRUHG E\ D FOHDU SULPDU\ REMHFWLYH WKDW LW LV EHVW

VXLWHG WR DFKLHYLQJ� ILVFDO SROLF\ WR HQVXULQJ DGHTXDWH SXEOLF VDYLQJ� DQG PRQHWDU\ SROLF\

WR PDLQWDLQLQJ ORZ LQIODWLRQ� 7KLV VWUDWHJ\ KDV WZR NH\ IDFHWV�

)LUVW� LW LV GLUHFWHG DW NHHSLQJ WKH HFRQRP\ JURZLQJ DW D VWURQJ EXW VXVWDLQDEOH UDWH WKDW

DYRLGV H[FHVV GHPDQG SUHVVXUHV VSLOOLQJ RYHU LQWR LQIODWLRQ DQG WKH FXUUHQW DFFRXQW� 7KLV

LV HVVHQWLDO WR VXVWDLQ H[SDQVLRQV IRU ORQJHU DQG DYRLG WKH ¶ERRP�EXVW· V\QGURPH WKDW KDV

SODJXHG WKH $XVWUDOLDQ HFRQRP\� DQG FRQWULEXWHG WR D UDWFKHWLQJ XS RI XQHPSOR\PHQW

RYHU WKH SDVW TXDUWHU�FHQWXU\�

)LVFDO DQG PRQHWDU\ SROLFLHV DUH QRZ PRUH OLNHO\ WR RSHUDWH LQ D FRPSOHPHQWDU\ IDVKLRQ WR

OLPLW� DQG QRW H[DFHUEDWH� GHPDQG IOXFWXDWLRQV� )RU H[DPSOH� WKH PHGLXP�WHUP IUDPHZRUN

IRU ILVFDO SROLF\ LPSOLHV WKDW D ORRVHQLQJ FDQ EH XVHG WR VXSSRUW WKH HFRQRP\ LQ WKH HYHQW

RI D GRZQWXUQ� EXW WKDW WKH EXGJHW ZLOO QHHG WR EH UHWXUQHG WR VXUSOXV LQ WKH H[SDQVLRQ

SKDVH RI WKH F\FOH� 7KLV VKRXOG DVVLVW WKH RSHUDWLRQ RI PRQHWDU\ SROLF\� DV LW LV OHVV OLNHO\

WKDW ILVFDO SROLF\ ZLOO FRQWULEXWH WR H[FHVV GHPDQG SUHVVXUHV GXULQJ WKH F\FOLFDO XSVZLQJ�

$ VWHDGLO\ JURZLQJ HFRQRP\ WKDW JUDGXDOO\ DSSURDFKHV LWV FDSDFLW\ FRQVWUDLQWV FDQ DOVR

KHOS WR ORZHU WKH WKUHVKROG DW ZKLFK LQIODWLRQ SUHVVXUHV VWDUW WR HPHUJH� ,Q D VWHDGLO\

JURZLQJ HFRQRP\� ILUPV DUH EHWWHU SODFHG WR DYRLG VKRUW�UXQ VXSSO\ FRQVWUDLQWV EHFDXVH

WKH\ DUH DEOH WR DQWLFLSDWH GHYHORSPHQWV DQG SODQ DKHDG WR H[SDQG FDSDFLW\ WKURXJK

LQYHVWPHQW DQG WKH KLULQJ DQG WUDLQLQJ RI QHZ VWDII� 7KLV PD\ PDNH D PRGHVW FRQWULEXWLRQ

WR ORZHULQJ VWUXFWXUDO XQHPSOR\PHQW� DV WKRVH ZKR DUH XQHPSOR\HG DUH JLYHQ PRUH

RSSRUWXQLW\ WR JDLQ VNLOOV DQG ZRUN H[SHULHQFH WKDW DVVLVW WKHLU IXWXUH HPSOR\DELOLW\�

6HFRQG� SROLF\ LV GLUHFWHG DW UDLVLQJ WKH HFRQRP\·V JURZWK FDSDFLW\ RYHU WLPH� E\ UHGXFLQJ

WKH UDWH RI XQHPSOR\PHQW WKDW FDQ EH VXVWDLQHG ZLWKRXW LQFUHDVLQJ LQIODWLRQ� DQG E\

UDLVLQJ WKH JURZWK UDWH WKDW LV VXVWDLQDEOH RQFH WKH HFRQRP\ UHDFKHV WKDW SRLQW� 2YHU WKH
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ORQJHU�WHUP WKHVH DUH SULPDULO\ WKH RXWFRPH RI VWUXFWXUDO IDFWRUV� 6WUXFWXUDO UHIRUP ³

ZKLFK HQFRPSDVVHV D ZLGH UDQJH RI SROLF\� LQFOXGLQJ WD[DWLRQ DQG ODERXU PDUNHW UHIRUP�

FRPSHWLWLRQ SROLF\� WDULII UHGXFWLRQ� DQG ILQDQFLDO VHFWRU DQG FRUSRUDWH ODZ UHIRUP ³ KDV

EHHQ� DQG FRQWLQXHV WR EH� WKH NH\ WR UDLVLQJ WKH HFRQRP\·V SURGXFWLYH SRWHQWLDO� 7KLV LV

GLVFXVVHG EHORZ�

7KDW VDLG� PDFURHFRQRPLF SROLF\ FDQ DOVR SOD\ D UROH� +LJKHU SXEOLF VDYLQJ VKRXOG UHGXFH

WKH DYHUDJH &$' RYHU WLPH DQG OHDG WR D PRUH VRXQGO\�EDVHG &$'� 7KLV VKRXOG UHGXFH

WKH ULVN WKDW D F\FOLFDO LQFUHDVH LQ WKH &$' PD\ WULJJHU ILQDQFLDO PDUNHW FRQFHUQV WKDW OLPLW

WKH VFRSH IRU JURZWK� $ FUHGLEOH PDFURHFRQRPLF SROLF\ IUDPHZRUN SURYLGHV JUHDWHU

FHUWDLQW\ DV WR KRZ SROLF\ ZLOO EH FRQGXFWHG RYHU WLPH� 0RQHWDU\ SROLF\ FUHGLELOLW\�

WKURXJK LWV HIIHFWV RQ LQIODWLRQDU\ H[SHFWDWLRQV� PD\ RI LWVHOI KHOS WR ORZHU WKH

XQHPSOR\PHQW UDWH DW ZKLFK LQIODWLRQDU\ SUHVVXUHV VWDUW WR HPHUJH�

+LJKHU SXEOLF VDYLQJ DQG ORZHU LQIODWLRQ FDQ DOVR FRQWULEXWH WR UDLVLQJ SRWHQWLDO HFRQRPLF

JURZWK WKURXJK SRVLWLYH HIIHFWV RQ QDWLRQDO VDYLQJ DQG LQYHVWPHQW� /RZ DQG VWDEOH

LQIODWLRQ SURYLGHV PRUH FHUWDLQW\ IRU ORQJ�WHUP LQYHVWPHQW SODQQLQJ� +LJK LQIODWLRQ WHQGV

WR PDVN UHODWLYH SULFH VLJQDOV DQG GLVWRUW VDYLQJ DQG LQYHVWPHQW GHFLVLRQV�

021(7$5< 32/,&< $1' ,1)/$7,21

$XVWUDOLD EHJDQ WKH ����V ODFNLQJ D FOHDUO\ DUWLFXODWHG PRQHWDU\ SROLF\ IUDPHZRUN DQG�

GHVSLWH D GHFOLQH LQ LQIODWLRQ� UHWDLQHG D UHSXWDWLRQ DV DQ ¶LQIODWLRQ�SURQH· HFRQRP\� &ULWLFV

RI $XVWUDOLD·V PRQHWDU\ SROLF\ DSSURDFK VDZ WKH ODFN RI D VSHFLILF WDUJHW DQFKRU IRU

PRQHWDU\ SROLF\ GHFLVLRQV� DQG D SHUFHSWLRQ RI OLPLWHG 5HVHUYH %DQN LQGHSHQGHQFH LQ

VHWWLQJ PRQHWDU\ SROLF\� DV LPSHGLPHQWV WR DFKLHYLQJ VXVWDLQHG ORZ LQIODWLRQ�

7KH 5HVHUYH %DQN ILUVW LQGLFDWHG DQ LQIRUPDO REMHFWLYH IRU LQIODWLRQ LQ ����� ,Q $XJXVW

RI ����� D FOHDU DQG WUDQVSDUHQW 6WDWHPHQW RQ WKH &RQGXFW RI 0RQHWDU\ 3ROLF\ ZDV DJUHHG

EHWZHHQ WKH 7UHDVXUHU DQG WKH 5HVHUYH %DQN *RYHUQRU� ,W IRUPDOLVHG WKH WDUJHW RI

¶NHHSLQJ XQGHUO\LQJ LQIODWLRQ EHWZHHQ � DQG � SHU FHQW� RQ DYHUDJH� RYHU WKH F\FOH·��

,PSRUWDQWO\� WKH 6WDWHPHQW IRUPDOLVHG D FOHDUHU UHFRJQLWLRQ RI WKH LQGHSHQGHQFH RI WKH

5HVHUYH %DQN LQ FRQGXFWLQJ PRQHWDU\ SROLF\� 7KH 6WDWHPHQW ZDV LPSRUWDQW LQ ILUVW VHWWLQJ

SROLF\� WKHQ H[SODLQLQJ LW� DQG ILQDOO\ HQKDQFLQJ WKH FUHGLELOLW\ DQG UHVSRQVLELOLW\ IRU

H[HFXWLQJ LW�

%RWK LQIODWLRQ DQG LQIODWLRQDU\ H[SHFWDWLRQV KDYH GHFOLQHG VKDUSO\ RYHU WKH ����V

�&KDUW ��� 8QGHUO\LQJ LQIODWLRQ KDV DYHUDJHG DURXQG � SHU FHQW SHU DQQXP LQ WKH VHFRQG

KDOI RI WKH ����V� FRPSDUHG ZLWK RYHU � SHU FHQW LQ WKH ����V� 7KLV VXFFHVV KDV EHHQ

VXSSRUWHG E\ IDYRXUDEOH FLUFXPVWDQFHV WKDW KDYH UHVWUDLQHG JOREDO SURGXFHU SULFHV LQ

UHFHQW \HDUV DQG WKH KHLJKWHQHG FRPSHWLWLYH SUHVVXUHV HQJHQGHUHG E\ SURGXFW DQG ODERXU

PDUNHW UHIRUPV� %XW FOHDUO\� WKH SURFHVV KDV EHHQ DQFKRUHG E\ ZDJH DQG SULFH�VHWWHUV

DFFHSWLQJ WKH DXWKRULWLHV· FRPPLWPHQW WR WKH LQIODWLRQ WDUJHW�

� )ROORZLQJ FKDQJHV WR WKH PHDVXUHPHQW RI WKH &RQVXPHU 3ULFH ,QGH[ �&3,�� QRWDEO\ WR UHPRYH WKH HIIHFW

RI PRUWJDJH LQWHUHVW UDWH FKDQJHV� WKH %DQN KDV UHFHQWO\ FKDQJHG WR WDUJHWLQJ &3, LQIODWLRQ�
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&KDUW �� $XVWUDOLDQ ,QIODWLRQ DQG ,QIODWLRQDU\ ([SHFWDWLRQV

�

�

�

�

�

��

��

0DU��� 0DU��� 0DU��� 0DU��� 0DU��� 0DU���

�

�

�

�

�

��

��

&RQVXPHU ,QIODWLRQDU\

([SHFWDWLRQV �5+6�7UHDVXU\ 8QGHUO\LQJ

&RQVXPHU 3ULFH

,QGH[ �/+6�

3HUFHQWDJH FKDQJH RQ D \HDU HDUOLHU 3HUFHQWDJH FKDQJH RYHU WKH IROORZLQJ \HDU

6RXUFH� $%6 &DW� 1R� ������ DQG 0HOERXUQH ,QVWLWXWH RI $SSOLHG (FRQRPLF DQG 6RFLDO 5HVHDUFK� 6XUYH\ RI

&RQVXPHU ,QIODWLRQDU\ ([SHFWDWLRQV�

6XVWDLQHG ORZ LQIODWLRQ DOORZHG VKDUSO\ ORZHU QRPLQDO LQWHUHVW UDWHV DQG KDV FRQWULEXWHG WR

ORZHU UHDO LQWHUHVW UDWHV LQ UHFHQW \HDUV� ,Q SHULRGV RI KLJK DQG YDULDEOH LQIODWLRQ� OHQGHUV

WHQG WR VHHN D SUHPLXP WR FRPSHQVDWH WKHP IRU XQFHUWDLQ IXWXUH UHWXUQV� $V WKH

FUHGLELOLW\ RI $XVWUDOLD·V ILVFDO DQG PRQHWDU\ SROLF\ IUDPHZRUNV KDV EHHQ HVWDEOLVKHG ZLWK

ILQDQFLDO PDUNHWV� ORQJ�WHUP LQWHUHVW UDWHV KDYH IDOOHQ� ERWK DEVROXWHO\ DQG UHODWLYH WR RWKHU

HFRQRPLHV �&KDUW ��� )RU H[DPSOH� WKH LQWHUHVW UDWH GLIIHUHQWLDO EHWZHHQ $XVWUDOLDQ DQG

8QLWHG 6WDWHV ���\HDU 7UHDVXU\ ERQGV KDV DYHUDJHG DURXQG �� EDVLV SRLQWV RYHU WKH SDVW

WKUHH \HDUV� FRPSDUHG ZLWK DQ DYHUDJH RI DURXQG ��� EDVLV SRLQWV RYHU WKH ����V�

0RQHWDU\ SROLF\ FUHGLELOLW\ PHDQV WKDW ILUPV DQG LQGLYLGXDOV H[SHFW WKDW WKH 5HVHUYH %DQN

ZLOO DFW WR PDLQWDLQ ORZ DQG VWDEOH LQIODWLRQ� DQG DUH OLNHO\ WR IDFWRU WKLV LQWR WKHLU

GHFLVLRQ�PDNLQJ� 7KLV FKDQJH LQ EHKDYLRXU VKRXOG� RI LWVHOI� UHGXFH WKH H[WHQW RI LQWHUHVW

UDWH LQFUHDVHV QHHGHG RYHU WKH FRXUVH RI WKH HFRQRPLF F\FOH WR KHDG RII LQIODWLRQDU\

SUHVVXUHV�

/RZ DQG VWDEOH LQIODWLRQDU\ H[SHFWDWLRQV DOVR UHGXFH WKH OLNHOLKRRG WKDW GRPHVWLF LQIODWLRQ

ZLOO UHVSRQG LQ D VXVWDLQHG ZD\ WR WUDQVLWRU\ SUHVVXUHV� &RQVHTXHQWO\� WKHUH LV OHVV QHHG IRU

PRQHWDU\ SROLF\ WR UHVSRQG WR VXFK GHYHORSPHQWV� 7KH RQVHW RI WKH (DVW $VLDQ ILQDQFLDO

FULVLV LQ ���� FRQWULEXWHG WR D VLJQLILFDQW GHSUHFLDWLRQ RI WKH $XVWUDOLDQ GROODU� SDUWLFXODUO\

DJDLQVW WKH FXUUHQFLHV RI WKH PDMRU HFRQRPLHV� ,Q WKH SDVW� IDOOV LQ WKH FXUUHQF\ KDYH

IORZHG WKURXJK LQWR KLJKHU FRQVXPHU SULFH LQIODWLRQ� 7KLV WLPH� D EHWWHU SROLF\ IUDPHZRUN

DQG D PRUH FRPSHWLWLYH HFRQRP\ KDYH KHOSHG PLQLPLVH WKH IORZ�RQ RI LPSRUW SULFH ULVHV

LQWR GRPHVWLF SULFHV DQG ZDJHV� DV GLVFXVVHG LQ 6WDWHPHQW �� 7KH UHFHQW $XVWUDOLDQ

H[SHULHQFH� LQ ZKLFK VKRUW�WHUP LQWHUHVW UDWHV ZHUH UHGXFHG� FRQWUDVWV ZLWK WKDW RI 1HZ

=HDODQG DQG &DQDGD� ZKLFK KDG UDLVHG LQWHUHVW UDWHV LQ WKH IDFH RI GHFOLQLQJ H[FKDQJH

UDWHV�
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&KDUW �� <LHOGV RQ $XVWUDOLDQ DQG 8QLWHG 6WDWHV ���\HDU 7UHDVXU\ %RQGV�D�
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$XVWUDOLD

8QLWHG 6WDWHV

3HU FHQW 3HU FHQW

�D� 'DWD DUH WKH DYHUDJH RI GDLO\ \LHOGV LQ HDFK PRQWK�

6RXUFH� 'DWDVWUHDP�

),6&$/ 32/,&< $1' 38%/,& 6$9,1*

,Q WKH PLG�����V� ILVFDO SROLF\ ZDV DW D FULWLFDO MXQFWXUH� ,Q �������� WKH ILIWK \HDU RI
UHFRYHU\� WKH XQGHUO\LQJ &RPPRQZHDOWK EXGJHW GHILFLW VWLOO VWRRG DW � SHU FHQW RI *'3�
7KLV IROORZHG D ORQJ SHULRG LQ ZKLFK ILVFDO SROLF\ KDG JHQHUDOO\ EHHQ FRQGXFWHG ZLWKRXW D
FOHDUO\ DUWLFXODWHG DQG GHPRQVWUDWHG PHGLXP�WHUP IUDPHZRUN� 2YHU WKH SHULRG IURP
������� WR ������� LQFOXVLYH� WKH &RPPRQZHDOWK·V XQGHUO\LQJ EXGJHW GHILFLW KDG
DYHUDJHG ��� SHU FHQW RI *'3� &RPPRQZHDOWK JHQHUDO JRYHUQPHQW QHW GHEW� ZKLFK ZDV
QRQ�H[LVWHQW LQ �������� KDG LQFUHDVHG WR RYHU �� SHU FHQW RI *'3 LQ ��������

7KH GHWHULRUDWLRQ LQ WKH &RPPRQZHDOWK·V ILVFDO SRVLWLRQ IURP WKH PLG�����V KDV EHHQ
DVVRFLDWHG ZLWK D VWUXFWXUDO LQFUHDVH LQ $XVWUDOLD·V &$'� 7KH &$' DYHUDJHG DURXQG
�ó SHU FHQW RI *'3 RYHU WKH ����V DQG ����V� EXW KDV DYHUDJHG DOPRVW �õ SHU FHQW RI
*'3 RYHU WKH ����V DQG ����V� $JDLQVW WKLV EDFNJURXQG� D SHUFHSWLRQ WKDW JRYHUQPHQWV
ODFNHG FRPPLWPHQW WR VRXQG ILVFDO SROLF\ SULQFLSOHV XQGRXEWHGO\ FRQWULEXWHG WR WKH
LQWHUHVW UDWH GLIIHUHQWLDOV UHTXLUHG WR LQGXFH IRUHLJQ OHQGHUV WR KROG $XVWUDOLDQ GHEW�

7KH *RYHUQPHQW PRYHG TXLFNO\ DIWHU LWV HOHFWLRQ LQ ���� WR GHYHORS ILVFDO FUHGLELOLW\ E\
DGRSWLQJ D PHGLXP�WHUP REMHFWLYH RI DFKLHYLQJ XQGHUO\LQJ EDODQFH� RQ DYHUDJH� RYHU WKH

HFRQRPLF F\FOH� &UHGLELOLW\ ZDV DOVR HQKDQFHG WKURXJK D OHJLVODWHG &KDUWHU RI %XGJHW
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+RQHVW\� 7KH EXGJHW ZDV UHWXUQHG WR XQGHUO\LQJ VXUSOXV LQ ������� DQG LV SURMHFWHG WR

UHPDLQ LQ VXUSOXV RYHU WKH IRUZDUG HVWLPDWHV SHULRG��

$V WKH &RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU LV QRW SURMHFWHG WR EH GUDZLQJ RQ

SULYDWH VDYLQJ RYHU WKH IRUZDUG HVWLPDWHV SHULRG WR IXQG LWV RZQ DFWLYLWLHV� LW LV QR ORQJHU

GLUHFWO\ FRQWULEXWLQJ WR WKH QDWLRQDO VDYLQJ�LQYHVWPHQW LPEDODQFH UHIOHFWHG LQ WKH &$'�

7KLV FRPSDUHV WR DQ DYHUDJH &RPPRQZHDOWK VDYLQJ�LQYHVWPHQW LPEDODQFH RI

DURXQG �ó SHU FHQW RI *'3 RYHU WKH SUHYLRXV WZR GHFDGHV� 7KH JHQHUDO JRYHUQPHQW

VHFWRU ZLOO FRQWULEXWH WR UDLVLQJ QDWLRQDO VDYLQJ DQG ORZHULQJ WKH VWUXFWXUDO &$' RYHU

WLPH� RWKHU IDFWRUV HTXDO��

$V GLVFXVVHG LQ 6WDWHPHQW �� VXVWDLQHG LPSURYHPHQW LQ SXEOLF VDYLQJ FDQ EH H[SHFWHG WR

LPSURYH QDWLRQDO VDYLQJ RYHU WLPH� 7KLV LPSURYHPHQW PD\ DOVR HQFRXUDJH JUHDWHU SULYDWH

LQYHVWPHQW� WKURXJK ORZHU LQWHUHVW UDWHV DQG FRQILGHQFH HIIHFWV� EXW WKLV LV XQOLNHO\ WR

RIIVHW RQ DQ RQJRLQJ EDVLV WKH HIIHFW RQ WKH &$' RI KLJKHU QDWLRQDO VDYLQJ�

1RWZLWKVWDQGLQJ WKLV� LQFUHDVHV LQ WKH &$' PD\ RFFXU GXULQJ SHULRGV LQ ZKLFK SXEOLF

VDYLQJ LV LPSURYLQJ� DV D UHVXOW RI RWKHU IDFWRUV� )RU LQVWDQFH� LQ WKH ODWH ����V D F\FOLFDO

ERRP ERRVWHG ERWK LQYHVWPHQW �DQG� WKHUHE\� WKH &$'� DQG WKH EXGJHW VXUSOXV� ,Q WKH

DEVHQFH RI KLJKHU SXEOLF VDYLQJ� WKH &$' ZRXOG RWKHUZLVH KDYH EHHQ HYHQ ODUJHU�

$Q LPSURYHPHQW LQ SXEOLF VDYLQJ LV KHOSLQJ WR OLPLW WKH UHFHQW ULVH LQ WKH &$' LQ

UHVSRQVH WR WKH GRZQWXUQ LQ PDQ\ RI RXU (DVW $VLDQ H[SRUW PDUNHWV� DQG KDV EHHQ FUXFLDO

WR UHWDLQLQJ WKH FRQILGHQFH RI WKH ILQDQFLDO PDUNHWV� ,PSRUWDQWO\� WKH LQFUHDVH LQ WKH &$'

RQ WKLV RFFDVLRQ UHIOHFWV SULYDWH VDYLQJ DQG LQYHVWPHQW GHFLVLRQV� UDWKHU WKDQ JRYHUQPHQW

ERUURZLQJ�

6RXQG PDFURHFRQRPLF SROLF\ VHWWLQJV KDYH DOORZHG $XVWUDOLDQ LQWHUHVW UDWHV WR UHPDLQ

ORZ� DQG WKLV KDV FRQWULEXWHG WR VXEGXHG JURZWK LQ WKH QHW LQFRPH GHILFLW� $XVWUDOLDQ

ILQDQFLDO FRUSRUDWLRQV KDYH WDNHQ DGYDQWDJH RI WKH ORZ ZRUOG LQWHUHVW UDWH HQYLURQPHQW

DQG WKH EHQHILWV RI $XVWUDOLD·V PRUH RSHQ DQG HIILFLHQW ILQDQFLDO PDUNHWV WR DFFHVV

RSSRUWXQLWLHV LQ JOREDO PDUNHWV WR ORZHU ILQDQFLQJ FRVWV� &RQWLQXHG ORZ ZRUOG LQWHUHVW

UDWHV DQG DQ LQFUHDVLQJO\ RSHQ ILQDQFLDO VHFWRU DUH H[SHFWHG WR FRQWLQXH WR VXSSRUW WKLV

RYHU WKH PHGLXP WHUP�

,Q DGGLWLRQ� FRPSDUHG WR HDUOLHU SHULRGV� WKHUH KDV EHHQ D FKDQJH LQ WKH PDNH�XS RI

$XVWUDOLD·V H[WHUQDO DVVHWV DQG OLDELOLWLHV� $XVWUDOLDQ H[WHUQDO OLDELOLWLHV GHQRPLQDWHG LQ

IRUHLJQ FXUUHQFLHV DUH QRZ PRUH WKDQ RIIVHW E\ H[WHUQDO DVVHWV GHQRPLQDWHG LQ IRUHLJQ

FXUUHQFLHV� 7KXV WKH GHSUHFLDWLRQ RI WKH $XVWUDOLDQ GROODU VLQFH WKH RQVHW RI WKH HFRQRPLF

GRZQWXUQ LQ (DVW $VLD KDV KDG D EURDGO\ QHXWUDO LPSDFW RQ WKH QHW LQFRPH GHILFLW� 7KLV

FRPSDUHV WR SUHYLRXV SHULRGV ZKHQ $XVWUDOLD·V H[WHUQDO OLDELOLWLHV GHQRPLQDWHG LQ IRUHLJQ

FXUUHQFLHV FOHDUO\ H[FHHGHG DVVHWV DQG WKXV QHW SD\PHQWV LQ $XVWUDOLDQ GROODU WHUPV

HVFDODWHG ZKHQ WKH $XVWUDOLDQ GROODU GHSUHFLDWHG�

� 6XUSOXV ZDV DFKLHYHG LQ ������� LQ WHUPV RI WKH IRUPHU FDVK XQGHUO\LQJ EDODQFH PHDVXUH WKDW ZDV WDUJHWHG

E\ *RYHUQPHQW SROLF\ DW WKDW WLPH�

� $ GHWDLOHG GLVFXVVLRQ RI VWUXFWXUDO LPSURYHPHQWV LQ WKH &$' LV FRQWDLQHG LQ ������� %XGJHW 3DSHU 1R� ��

6WDWHPHQW ��
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6WUXFWXUDO UHIRUP LV FRQFHUQHG ZLWK LPSURYLQJ HFRQRPLF HIILFLHQF\ E\ PDNLQJ WKH

HFRQRP\ PRUH FRPSHWLWLYH DQG PRUH G\QDPLF DQG E\ UHPRYLQJ GLVWRUWLRQV WKDW

PLVDOORFDWH UHVRXUFHV�� (IIHFWLYH FRPSHWLWLRQ LQ PDUNHWV IRU JRRGV DQG VHUYLFHV SURYLGHV

JUHDWHU LPSHWXV IRU ILUPV WR VHHN SURGXFWLYLW\ LPSURYHPHQWV DQG HQVXUHV WKDW PRUH RI

WKHVH JDLQV DUH GLVWULEXWHG LQ WKH IRUP RI ORZHU SULFHV UDWKHU WKDQ KLJKHU SURILWV�

&RPSHWLWLRQ DOVR SURYLGHV D VSXU WR LQQRYDWLRQ� %\ LQFUHDVLQJ WKH VXSSO\ SRWHQWLDO RI WKH

HFRQRP\� VWUXFWXUDO UHIRUP DOORZV WKH HFRQRP\ WR JURZ IXUWKHU EHIRUH LQIODWLRQDU\

SUHVVXUHV DULVH� 8OWLPDWHO\� WKLV DOORZV VWURQJHU VXVWDLQDEOH JURZWK LQ LQFRPHV DQG

HPSOR\PHQW�

6WUXFWXUDO UHIRUP �LQFOXGLQJ ODERXU PDUNHW UHIRUP� LV OLNHO\ WR KDYH FRQWULEXWHG WR WKH

HFRQRP\·V UHFHQW UHVLOLHQFH LQ D QXPEHU RI ZD\V�

xx 8QGHUO\LQJ WKH HFRQRP\·V UHFHQW JURZWK SHUIRUPDQFH LV DQ XSWXUQ LQ PXOWLIDFWRU

SURGXFWLYLW\ JURZWK �&KDUW �� LQ UHFHQW \HDUV WKDW KDV UHYHUVHG WKH GHFOLQH WKDW

RFFXUUHG GXULQJ WKH ����V DQG ����V�

xx $V RXWOLQHG SUHYLRXVO\� WKH IDFW WKDW WKH HFRQRP\ LV QRZ VXEMHFW WR PDUNHGO\ LQFUHDVHG

FRPSHWLWLYH SUHVVXUHV KDV KHOSHG WR PDLQWDLQ ORZ LQIODWLRQ LQ WKH IDFH RI D ODUJH

FXUUHQF\ GHSUHFLDWLRQ�

xx 6WUXFWXUDO UHIRUP KDV DOVR UHVXOWHG LQ D PRUH IOH[LEOH DQG RXWZDUG�ORRNLQJ EXVLQHVV

VHFWRU DQG WKLV KDV FRQWULEXWHG WR WKH DELOLW\ RI $XVWUDOLDQ ILUPV WR WDNH DGYDQWDJH RI

WKH UHDO H[FKDQJH UDWH GHSUHFLDWLRQ�

xx %\ LPSURYLQJ WKH TXDOLW\ RI LQYHVWPHQW GHFLVLRQV WKURXJKRXW WKH HFRQRP\� VWUXFWXUDO

UHIRUP LV OLNHO\ WR KDYH FRQWULEXWHG WR WKH ZLOOLQJQHVV RI ILQDQFLDO PDUNHWV WR DFFHSW D

SULYDWH VHFWRU�LQGXFHG H[SDQVLRQ LQ WKH &$'�

3URGXFWLYLW\ LV GLIILFXOW WR PHDVXUH DQG LV DIIHFWHG E\ D UDQJH RI IDFWRUV QRW GLUHFWO\

DWWULEXWDEOH WR VWUXFWXUDO UHIRUPV� )RU LQVWDQFH� DGYDQFHV LQ LQIRUPDWLRQ DQG RWKHU

WHFKQRORJLHV PD\ EH FRQWULEXWLQJ WR DQ XSWXUQ LQ SURGXFWLYLW\ JURZWK JOREDOO\� +RZHYHU�

WKH H[WHQW RI VWUXFWXUDO UHIRUPV WKDW KDYH EHHQ LQVWLWXWHG RYHU WKH SDVW GHFDGH RU VR� DQG

WKH SURGXFWLYLW\ JDLQV WKDW KDYH RFFXUUHG LQ VHFWRUV WKDW KDYH EHHQ D VSHFLILF IRFXV RI

UHIRUP ³ SDUWLFXODUO\ VHFWRUV WKDW ZHUH IRUPHUO\ GRPLQDWHG E\ SXEOLFO\�RZQHG

PRQRSROLHV ³ VXJJHVW WKDW VXFK UHIRUPV KDYH EHHQ D VLJQLILFDQW IDFWRU�

(DUOLHU UHIRUPV VXEVWDQWLDOO\ UHGXFHG EDUULHUV WR H[WHUQDO WUDGH� DQG PRUH UHFHQW UHIRUPV

DUH LQFUHDVLQJ FRPSHWLWLYH GLVFLSOLQHV LQ WKH QRQ�WUDGDEOHV VHFWRU� $Q LPSRUWDQW HOHPHQW

RI VWUXFWXUDO UHIRUP LQ UHFHQW \HDUV KDV EHHQ WKH 1DWLRQDO &RPSHWLWLRQ 3ROLF\� ZKLFK ZDV

DJUHHG WR E\ DOO $XVWUDOLDQ *RYHUQPHQWV LQ $SULO ����� 7KLV LQFOXGHV D QDWLRQDOO\ DSSOLHG

FRPSHWLWLRQ ODZ DQG UHTXLUHPHQWV WR HQVXUH WKDW JRYHUQPHQW EXVLQHVVHV DQG SULYDWLVHG

� $ GHWDLOHG GLVFXVVLRQ RI VWUXFWXUDO UHIRUP DQG LWV EHQHILWV LV FRQWDLQHG LQ ������� %XGJHW 3DSHU 1R� ��

6WDWHPHQW ��
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SXEOLF PRQRSROLHV GR QRW HQMR\ DQ XQIDLU DGYDQWDJH RYHU FRPSHWLWRUV� *RYHUQPHQWV DUH

DOVR UHTXLUHG WR UHYLHZ DQWL�FRPSHWLWLYH OHJLVODWLRQ� ZKLFK PXVW EH UHIRUPHG XQOHVV WKHUH

DUH QHW EHQHILWV WKDW FDQ RQO\ EH DFKLHYHG E\ UHVWULFWLQJ FRPSHWLWLRQ�

&KDUW �� 0XOWLIDFWRU 3URGXFWLYLW\ *URZWK LQ WKH 0DUNHW 6HFWRU�D�
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3HULRG $YHUDJH�E�

3HUFHQWDJH FKDQJH RQ D \HDU HDUOLHU 3HUFHQWDJH FKDQJH RQ D \HDU HDUOLHU

�D� 0XOWLIDFWRU SURGXFWLYLW\ JURZWK DFFRXQWV IRU RXWSXW LQFUHDVHV EH\RQG WKRVH H[SODLQHG E\ LQFUHDVHV LQ

FDSLWDO DQG ODERXU LQSXWV� 7KH HVWLPDWHV RI PXOWLIDFWRU SURGXFWLYLW\ DVVXPH FRQVWDQW UHWXUQV WR VFDOH� DQG

DUH VXEMHFW WR HUURUV LQ WKH PHDVXUHPHQW RI ODERXU LQSXWV� WKH FDSLWDO VWRFN DQG WKHLU UHVSHFWLYH RXWSXW

HODVWLFLWLHV�

�E� 'RWWHG OLQHV DUH DYHUDJH PXOWLIDFWRU SURGXFWLYLW\ JURZWK UDWHV IRU EXVLQHVV F\FOH SHULRGV� PHDVXUHG IURP

WKH \HDU IROORZLQJ HDFK F\FOLFDO WURXJK \HDU WR WKH QH[W WURXJK \HDU �WR ������� IRU WKH FXUUHQW H[SDQVLRQ��

6RXUFH� $%6 &DW� 1R� �������

$ NH\ REMHFWLYH KDV EHHQ WR LQFUHDVH FRPSHWLWLRQ LQ VHFWRUV ZKHUH LW KDV EHHQ OLPLWHG E\

UHJXODWRU\ EDUULHUV� SDUWLFXODUO\ LQ WKH FRPPXQLFDWLRQV� HQHUJ\ DQG WUDQVSRUWDWLRQ VHFWRUV�

$ IXOO\ RSHQ PDUNHW IRU WHOHFRPPXQLFDWLRQV ZDV LQWURGXFHG LQ ����� D 1DWLRQDO

(OHFWULFLW\ 0DUNHW DOORZLQJ HOHFWULFLW\ WR EH IUHHO\ WUDGHG EHWZHHQ WKH HDVWHUQ PDLQODQG

6WDWHV KDV UHFHQWO\ FRPPHQFHG� DQG UHJLPHV DUH EHLQJ GHYHORSHG WR DOORZ SULYDWH

RSHUDWRUV DFFHVV WR QDWXUDO JDV SLSHOLQHV DQG UDLO LQIUDVWUXFWXUH�

7KH IXOO EHQHILWV IURP PRUH UHFHQW UHIRUPV� LQFOXGLQJ ODERXU PDUNHW UHIRUPV� DUH \HW WR EH

VHHQ� DQG WKLV LV OLNHO\ WR SURYLGH D FRQWLQXHG ERRVW WR SURGXFWLYLW\ JURZWK RYHU WKH QH[W

IHZ \HDUV� 7KH SRWHQWLDO IRU IXUWKHU SURGXFWLYLW\ JDLQV LQ VHFWRUV OLNH WHOHFRPPXQLFDWLRQV

DQG HOHFWULFLW\ LV OLNHO\ WR EH VLJQLILFDQW� 0RUHRYHU� WKH G\QDPLF HIIHFWV RI UHIRUP� LQ WHUPV

RI SURYLGLQJ D FRQWLQXLQJ LPSHWXV WR LQQRYDWLRQ DQG SURGXFWLYLW\ LPSURYHPHQW� VKRXOG

KDYH DQ RQJRLQJ SRVLWLYH HIIHFW RQ SURGXFWLYLW\ JURZWK�
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5HIRUPV WR ZRUNSODFH UHODWLRQV DUUDQJHPHQWV DQG ODERXU PDUNHW UHJXODWLRQ DQG DVVLVWDQFH

KDYH VRXJKW WR LQFUHDVH WKH UHVSRQVLYHQHVV RI WKH ODERXU PDUNHW WR FKDQJHV LQ WKH

HFRQRP\� DQG UHGXFH LPSHGLPHQWV WR MRE FUHDWLRQ� SDUWLFLSDWLRQ LQ HPSOR\PHQW DQG

LPSURYLQJ SURGXFWLYLW\�

6LJQLILFDQW UHIRUPV WR ZRUNSODFH UHODWLRQV KDYH EHHQ LPSOHPHQWHG� LQFOXGLQJ

HQFRXUDJHPHQW IRU GLUHFW HQWHUSULVH EDUJDLQLQJ� IUHHGRP RI DVVRFLDWLRQ DQG WLJKWHU OLPLWV

RQ LQGXVWULDO DFWLRQ� 7KH LQWURGXFWLRQ RI WKH :RUNSODFH 5HODWLRQV $FW ���� KDV DFFHOHUDWHG

WKH PRYH IURP FHQWUDOLVHG ZDJH IL[LQJ WR HQWHUSULVH EDUJDLQLQJ ³ HQVXULQJ WKDW ZDJHV DQG

ZRUNSODFH SUDFWLFHV DUH FRQVLVWHQW ZLWK WKH FLUFXPVWDQFHV IDFHG E\ LQGLYLGXDO ILUPV ³

ZKLOH SURYLGLQJ D JHQXLQH VDIHW\ QHW IRU ORZ SDLG ZRUNHUV�

3ROLFLHV KDYH EHHQ LPSOHPHQWHG WR DVVLVW DQG HQFRXUDJH MRE VHDUFK E\ XQHPSOR\HG

SHRSOH� LQFOXGLQJ WKH QHZ -RE 1HWZRUN� FKDQJHV WR DFWLYLW\ WHVWV� DQG WLJKWHU HOLJLELOLW\

FRQGLWLRQV IRU D UDQJH RI EHQHILWV� 2WKHU LQLWLDWLYHV DUH GLUHFWHG DW LPSURYLQJ ZRUNIRUFH

VNLOOV DQG DELOLWLHV LQ RUGHU WR LPSURYH WKH HPSOR\PHQW SURVSHFWV RI XQHPSOR\HG SHRSOH

DQG WR HQKDQFH ORQJ�UXQ SURGXFWLYLW\ JURZWK�

/DERXU PDUNHW UHIRUP KDV FRQWULEXWHG WR WKH XSWXUQ LQ SURGXFWLYLW\ JURZWK GLVFXVVHG

DERYH� ,PSRUWDQWO\� WKH UHFHQW SHULRG RI VWURQJ HFRQRPLF JURZWK KDV QRW EHHQ DVVRFLDWHG

ZLWK WKH HPHUJHQFH RI XQVXVWDLQDEOH ZDJH SUHVVXUHV WKDW KDYH FRQWULEXWHG WR LQFUHDVLQJ

LQIODWLRQ LQ SDVW SHULRGV ZKHQ WKH HFRQRP\ KDV JURZQ VWURQJO\ DW DQ DGYDQFHG VWDJH RI

WKH H[SDQVLRQ� 7KLV LV OLNHO\ WR EH DWWULEXWDEOH LQ QR VPDOO SDUW WR ZRUNSODFH UHODWLRQV

UHIRUPV�

),1$1&,$/0$5.(7 $1' &25325$7( /$: 5()2506

7KH FULVLV LQ (DVW $VLD HPSKDVLVHV WKH LPSRUWDQFH RI VRXQG FRUSRUDWH JRYHUQDQFH DQG

SUXGHQWLDO VXSHUYLVLRQ� DQG WKHVH LVVXHV DUH DW WKH IRUHIURQW RI LQWHUQDWLRQDO HIIRUWV WR

UHGXFH WKH ULVN RI VLPLODU FULVHV RFFXUULQJ LQ WKH IXWXUH� 7KH VRXQGQHVV RI $XVWUDOLD·V

DUUDQJHPHQWV LV D NH\ LQJUHGLHQW LQ LWV DELOLW\ WR PDLQWDLQ D KLJK OHYHO RI EXVLQHVV DQG

LQYHVWRU FRQILGHQFH�

7KH VWDELOLW\� LQWHJULW\ DQG HIILFLHQF\ RI WKH ILQDQFLDO VHFWRU DUH FULWLFDO WR WKH SHUIRUPDQFH

RI WKH HFRQRP\ DQG LWV DELOLW\ WR DGDSW WR FKDQJLQJ FLUFXPVWDQFHV� 'HUHJXODWLRQ LQ

WKH ����V VXEVWDQWLDOO\ LQFUHDVHG FRPSHWLWLRQ DQG LQQRYDWLRQ LQ WKH ILQDQFLDO VHFWRU�

UHVXOWLQJ LQ LPSURYHG DFFHVV WR FDSLWDO PDUNHWV� D JUHDWHU UDQJH RI ILQDQFLDO SURGXFWV DQG

EHWWHU DOORFDWLRQ RI VDYLQJV WR LQYHVWPHQW� ,W DOVR KLJKOLJKWHG ZHDNQHVVHV LQ WKH RSHUDWLRQV

RI PDUNHWV DQG WKH QHHG IRU FRPSUHKHQVLYH SUXGHQWLDO UHJXODWLRQ� 7KH PDMRU SDFNDJH RI

UHIRUPV LPSOHPHQWHG IROORZLQJ WKH :DOOLV ,QTXLU\ EXLOG RQ WKHVH IRXQGDWLRQV E\ UHGXFLQJ

DUWLILFLDO EDUULHUV WR FRPSHWLWLRQ EHWZHHQ GLIIHUHQW W\SHV RI ILQDQFLDO VHUYLFH SURYLGHU�

7KH UHFHQW UHIRUPV DOVR HVWDEOLVK D PRUH IOH[LEOH UHJXODWRU\ V\VWHP� ZLWK D IXQFWLRQDO

UDWKHU WKDQ LQVWLWXWLRQDO IRFXV� WKDW LV EHWWHU DEOH WR UHVSRQG WR D UDSLGO\ FKDQJLQJ
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HQYLURQPHQW ZLWKRXW VWLIOLQJ LQQRYDWLRQ DQG FRPSHWLWLRQ� 7KLV ZLOO PHHW WKH QHHG IRU
UHJXODWLRQ WR HQVXUH VWDELOLW\ DQG LQWHJULW\� ZLWKRXW HQGDQJHULQJ HIILFLHQF\�

,Q DGGLWLRQ� WKH &RUSRUDWH /DZ (FRQRPLF 5HIRUP 3URJUDP LV PRGHUQLVLQJ DQG JLYLQJ DQ
HFRQRPLF IRFXV WR UHJXODWRU\ UHTXLUHPHQWV UHJDUGLQJ IXQGUDLVLQJ� WDNHRYHUV� FRUSRUDWH
JRYHUQDQFH� ILQDQFLDO UHSRUWLQJ DQG FRQGXFW DQG GLVFORVXUH SUDFWLFHV LQ ILQDQFLDO PDUNHWV�
$JDLQ� WKH IRFXV LV RQ SURYLGLQJ WKH UHJXODWLRQ QHFHVVDU\ IRU ZHOO�IXQFWLRQLQJ PDUNHWV�
ZLWKRXW FRPSURPLVLQJ HIILFLHQF\�
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6RXQG PDFURHFRQRPLF SROLF\ DQG VXVWDLQHG VWUXFWXUDO UHIRUP UHSUHVHQW PDMRU VWHSV

WRZDUG DGGUHVVLQJ LQIODWLRQ DQG FXUUHQW DFFRXQW SUREOHPV� 7KH IXOO EHQHILWV RI PRUH

UHFHQW UHIRUPV KDYH QRW \HW EHHQ VHHQ� ZKLFK UDLVHV WKH TXHVWLRQ RI KRZ IDVW WKH HFRQRP\

FDQ JURZ VXVWDLQDEO\ RYHU WKH PHGLXP WHUP�

$V QRWHG LQ 6WDWHPHQW �� IRU WKH SXUSRVHV RI %XGJHW ILJXULQJ� UHDO *'3 JURZWK

RI �ó SHU FHQW LV DVVXPHG LQ WKH IRUZDUG HVWLPDWH \HDUV IURP ������� WR �������� 7KLV LV

QRW D IRUHFDVW� QRU LV LW DQ HVWLPDWH RI ¶SRWHQWLDO· JURZWK� 5DWKHU� LW LV D SURMHFWLRQ EDVHG RQ

KLVWRULFDO DYHUDJHV DQG EURDG XQGHUO\LQJ WUHQGV�

7KH SURVSHFW RI FRQWLQXLQJ VWURQJ SURGXFWLYLW\ DQG HPSOR\PHQW JURZWK� IORZLQJ IURP

WKH UHIRUP SURFHVVHV GLVFXVVHG DERYH� VXJJHVWV WKDW UHDO *'3 KDV WKH SRWHQWLDO WR JURZ DW

D UDWH DERYH �ó SHU FHQW RQ DYHUDJH RYHU WKH PHGLXP WHUP� SURYLGHG WKH PDFURHFRQRPLF

SROLF\ IUDPHZRUN LV VXVWDLQHG�

$V QRWHG DERYH� PDUNHW VHFWRU PXOWLIDFWRU SURGXFWLYLW\ JURZWK LQ WKH ����V H[SDQVLRQ KDV

VR IDU DYHUDJHG DURXQG �ô SHU FHQW SHU DQQXP� ZHOO DERYH WKH DYHUDJH RI WKH ����V

JURZWK F\FOH RI DURXQG õ SHU FHQW SHU DQQXP� 6LPLODUO\� JURZWK LQ DYHUDJH ODERXU

SURGXFWLYLW\ �*'3 SHU HPSOR\HH� KDV WKXV IDU DYHUDJHG DERYH �ô SHU FHQW SHU DQQXP LQ

WKH ����V H[SDQVLRQ� XS IURP DURXQG �ô SHU FHQW SHU DQQXP LQ WKH ����V JURZWK F\FOH�

$YHUDJH ODERXU SURGXFWLYLW\ JURZWK ZDV YHU\ UDSLG DW DURXQG �ô SHU FHQW LQ �������� EXW

LV HVWLPDWHG WR PRGHUDWH WR DURXQG � SHU FHQW LQ �������� 7KH IRUHFDVWV IRU ���������

LQFRUSRUDWH D F\FOLFDO VORZLQJ LQ DYHUDJH ODERXU SURGXFWLYLW\ JURZWK WR DURXQG

�ô SHU FHQW� 2Q WKHVH HVWLPDWHV� WKH JURZWK UDWH RI DYHUDJH ODERXU SURGXFWLYLW\ EHWZHHQ

������� DQG ��������� ZRXOG EH DURXQG � SHU FHQW SHU DQQXP� FORVH WR WKH DYHUDJH IRU

WKH ����V DV D ZKROH� GHVSLWH WKH UHFHQW LQWHUQDWLRQDO GRZQWXUQ� 7KH VWURQJ SURGXFWLYLW\

SHUIRUPDQFH GXULQJ WKLV UHFHQW SHULRG KDV KHOSHG WKH HFRQRP\ WR ZLWKVWDQG WKH

LQWHUQDWLRQDO GRZQWXUQ E\ VXSSRUWLQJ JURZWK LQ UHDO KRXVHKROG LQFRPHV DQG SURILWV DQG

E\ FRQWULEXWLQJ WR ORZ LQIODWLRQ�

/RRNLQJ DKHDG WR WKH HDUO\ \HDUV RI WKH QH[W GHFDGH� WKHUH DUH VHYHUDO IDFWRUV OLNHO\ WR

LQIOXHQFH WKH SURGXFWLYLW\ RXWORRN� $ VLJQLILFDQW IDFWRU EHKLQG WKH UDSLG JURZWK LQ

SURGXFWLYLW\ LQ WKH ����V KDV EHHQ WKH RQJRLQJ SURJUDPPH RI PLFURHFRQRPLF UHIRUPV�

LQFOXGLQJ UHIRUPV WR WKH ODERXU PDUNHW� ,W VHHPV OLNHO\ WKDW VRPH RI WKH EHQHILWV RI PRUH

UHFHQW UHIRUPV� VXFK DV WKH :RUNSODFH 5HODWLRQV $FW ���� DQG WKH DSSOLFDWLRQ RI WKH PXWXDO

REOLJDWLRQ SULQFLSOH� KDYH \HW WR EH IHOW DQG ZLOO LQIOXHQFH RXWFRPHV GXULQJ WKH HDUO\ \HDUV

RI WKH QH[W GHFDGH� DOWKRXJK WKHVH HIIHFWV DUH GLIILFXOW WR TXDQWLI\� 2XWFRPHV ZLOO DOVR EH

LQIOXHQFHG� RI FRXUVH� E\ IXWXUH PLFURHFRQRPLF UHIRUPV� IXUWKHU UHIRUPV LQ WKH ODERXU

PDUNHW� DQG WKH QHZ WD[DWLRQ V\VWHP�

,W LV DOVR OLNHO\ WKDW SDUW RI WKH VWURQJ ODERXU SURGXFWLYLW\ JURZWK LQ WKH ����V H[SDQVLRQ

UHIOHFWV VLJQLILFDQW JURZWK LQ WKH FDSLWDO�ODERXU UDWLR WKURXJK WKH ����V� FRPSDUHG ZLWK D
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UHODWLYHO\ FRQVWDQW UDWLR RYHU WKH ����V F\FOH� +RZHYHU� DV RXWOLQHG LQ 6WDWHPHQW ��

EXVLQHVV LQYHVWPHQW JURZWK LV H[SHFWHG WR PRGHUDWH LQ ������� DQG ��������� DIWHU

VL[ \HDUV RI YHU\ VWURQJ JURZWK� ,I EXVLQHVV LQYHVWPHQW ZHUH WR EH DURXQG LWV ORQJ�WHUP

DYHUDJH VKDUH RI *'3 LQ WKH HDUO\ \HDUV RI WKH QH[W GHFDGH �VHH &KDUW � LQ 6WDWHPHQW ���

WKHQ WKH FDSLWDO�ODERXU UDWLR ZRXOG EH OLNHO\ WR JURZ DW DURXQG LWV ORQJ�WHUP WUHQG� 7KLV�

LQ WXUQ� ZRXOG SRLQW WR VRPH VOLJKW PRGHUDWLRQ LQ DYHUDJH ODERXU SURGXFWLYLW\ JURZWK�

RWKHU IDFWRUV XQFKDQJHG�

2Q EDODQFH� JLYHQ WKH PLFURHFRQRPLF UHIRUPV DOUHDG\ LQ SODFH DQG FXUUHQW OHYHOV RI

LQYHVWPHQW� DYHUDJH ODERXU SURGXFWLYLW\ JURZWK RI EHWZHHQ �ó DQG � SHU FHQW ZRXOG VHHP

WR EH VXVWDLQDEOH RYHU WKH HDUO\ \HDUV RI WKH QH[W GHFDGH�

7KH RWKHU NH\ HOHPHQW LQ VXVWDLQLQJ D UHODWLYHO\ KLJK UDWH RI HFRQRPLF JURZWK RYHU WKH

PHGLXP WHUP LV VWURQJ HPSOR\PHQW JURZWK� 7KH SRWHQWLDO� RU VXVWDLQDEOH� UDWH RI

HPSOR\PHQW JURZWK GHSHQGV XSRQ ODERXU IRUFH JURZWK DQG DOVR WKH VWUXFWXUDO UDWH RI

XQHPSOR\PHQW� 1HLWKHU RI WKHVH IDFWRUV LV FRQVWUDLQLQJ SUHVHQW HPSOR\PHQW JURZWK� EXW

ERWK FRXOG FRPH LQWR SOD\ LQ WKH SHULRG DKHDG�

7KH FXUUHQW XQHPSOR\PHQW UDWH LV DERYH PRVW HVWLPDWHV RI WKH VWUXFWXUDO UDWH RI

XQHPSOR\PHQW� )RU H[DPSOH� WKH 2(&' QRWHG WKDW PRVW HVWLPDWHV RI WKH VWUXFWXUDO UDWH

RI XQHPSOR\PHQW LQ $XVWUDOLD DUH LQ WKH �ó WR �ó SHU FHQW UDQJH IRU WKH PLG�����V��

+RZHYHU� VXFK HVWLPDWHV JHQHUDOO\ GR QRW LQFOXGH DQ DOORZDQFH IRU WKH OLNHO\ EHQHILFLDO

HIIHFWV RQ VWUXFWXUDO XQHPSOR\PHQW RI UHFHQW UHIRUPV WR SURGXFW DQG ODERXU PDUNHWV� $V

QRWHG DERYH� WKHVH EHQHILWV DUH OLNHO\ WR EH VWLOO DFFUXLQJ� 1RU GR VXFK HVWLPDWHV PDNH DQ\

DOORZDQFH IRU IXWXUH UHIRUPV LQ WKH ODERXU PDUNHW� 0RUH IXQGDPHQWDOO\� WKH\ GR QRW

DFNQRZOHGJH WKDW VWUXFWXUDO XQHPSOR\PHQW PD\ KDYH D G\QDPLF HOHPHQW� VXFK WKDW WKH

UDWH ZLOO IDOO DV DFWXDO XQHPSOR\PHQW IDOOV� 7KLV DSSHDUV WR KDYH EHHQ SDUW RI WKH UHFHQW

8QLWHG 6WDWHV H[SHULHQFH�

,Q VKRUW� WKHUH LV VFRSH IRU WKH XQHPSOR\PHQW UDWH WR IDOO VLJQLILFDQWO\ EHORZ LWV SUHVHQW

OHYHO RI DURXQG �ó SHU FHQW �DQG KHQFH IRU HPSOR\PHQW JURZWK WR RXWVWULS ODERXU IRUFH

JURZWK� RYHU WKH PHGLXP WHUP ZLWKRXW LJQLWLQJ LQIODWLRQDU\ SUHVVXUHV� 7KH H[WHQW RI WKHVH

IXUWKHU IDOOV LQ XQHPSOR\PHQW GHSHQG� LQ SDUW� RQ WKH H[WHQW RI IXUWKHU ODERXU PDUNHW

UHIRUP� WD[DWLRQ UHIRUP� VRFLDO VHFXULW\ UHIRUP� DQG PLFURHFRQRPLF UHIRUP PRUH

JHQHUDOO\�

7KDW VDLG� D IDFWRU LQIOXHQFLQJ OLNHO\ HPSOR\PHQW JURZWK RYHU WKH PHGLXP WHUP LV ORZHU

SURMHFWHG ODERXU IRUFH JURZWK WKDQ LQ UHFHQW GHFDGHV� GXH WR GHPRJUDSKLF HIIHFWV �VHH

%R[ ��� /DERXU IRUFH JURZWK FRXOG EH DURXQG �ó SHU FHQW SHU DQQXP LQ WKH PHGLXP

WHUP� ORZHU WKDQ WKH DYHUDJH JURZWK RI UHFHQW GHFDGHV� 7KLV UHIOHFWV H[SHFWHG ORZHU

JURZWK LQ WKH ZRUNLQJ DJH SRSXODWLRQ DQG RQO\ D UHODWLYHO\ VPDOO QHW LQFUHDVH LQ WKH

SDUWLFLSDWLRQ UDWH LQ WKH PHGLXP WHUP�

� 2(&' (FRQRPLF 6XUYH\V� �������� $XVWUDOLD�
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/DERXU IRUFH JURZWK LV H[SHFWHG WR EH ORZHU RYHU WKH PHGLXP WHUP WKDQ WKH DYHUDJH

RI UHFHQW GHFDGHV� DV D UHVXOW RI ORZHU SURMHFWHG JURZWK LQ WKH ZRUNLQJ DJH SRSXODWLRQ

DQG UHODWLYHO\ PRGHUDWH JURZWK LQ WKH WRWDO SDUWLFLSDWLRQ UDWH� :KLOH DYHUDJH ZRUNLQJ

DJH SRSXODWLRQ JURZWK RYHU UHFHQW GHFDGHV ZDV DURXQG �õ SHU FHQW SHU DQQXP� LW LV

H[SHFWHG WR IDOO WR DURXQG �ô SHU FHQW SHU DQQXP LQ WKH PHGLXP WHUP�

7KH WRWDO SDUWLFLSDWLRQ UDWH KDV ULVHQ VWHDGLO\ LQ UHFHQW GHFDGHV� EXW RQO\ D PRGHVW

LQFUHDVH IURP LWV DYHUDJH OHYHO LQ ������� LV OLNHO\ LQ WKH PHGLXP WHUP�

$V SDUWLFLSDWLRQ UDWHV YDU\ PDUNHGO\ EHWZHHQ GLIIHUHQW DJH JURXSV� FKDQJHV LQ WKH

DJH�VWUXFWXUH RI WKH ZRUNLQJ DJH SRSXODWLRQ FDQ LQIOXHQFH WKH WRWDO SDUWLFLSDWLRQ UDWH�

7KH DJHLQJ RI WKH SRSXODWLRQ �LQ LVRODWLRQ� KDV SODFHG GRZQZDUG SUHVVXUH RQ WKH WRWDO

SDUWLFLSDWLRQ UDWH LQ UHFHQW GHFDGHV� 7KLV LV H[SHFWHG WR FRQWLQXH WR EH WKH FDVH�

SRVVLEO\ DW DQ LQFUHDVHG UDWH� RYHU WKH PHGLXP WHUP� 7KLV LVVXH ZDV GLVFXVVHG LQ PRUH

GHWDLO LQ WKH 6XPPHU ���� (FRQRPLF 5RXQGXS�

$JDLQVW WKLV WUHQG� LQFUHDVHG HPSOR\PHQW RSSRUWXQLWLHV RYHU WKH PHGLXP WHUP DUH

H[SHFWHG WR HQFRXUDJH VRPH GLVFRXUDJHG ZRUNHUV WR UH�MRLQ WKH ODERXU IRUFH� UHVXOWLQJ

LQ FRQWLQXHG LQFUHDVHV LQ IHPDOH SDUWLFLSDWLRQ UDWHV �ZLWKLQ DJH JURXSV� DQG D IODWWHQLQJ

RI WKH GHFOLQH LQ PDOH SDUWLFLSDWLRQ UDWHV �ZLWKLQ DJH JURXSV��

2Q EDODQFH� LW LV H[SHFWHG WKDW� ZLWK VORZHU ZRUNLQJ DJH SRSXODWLRQ JURZWK DQG D VPDOO

QHW LQFUHDVH LQ WKH SDUWLFLSDWLRQ UDWH �UHODWLYH WR UHFHQW OHYHOV�� ODERXU IRUFH JURZWK

FRXOG EH DURXQG �ó SHU FHQW SHU DQQXP LQ WKH HDUO\ \HDUV RI WKH QH[W GHFDGH

�&KDUW ���� 7KLV ZRXOG EH VRPHZKDW ORZHU WKDQ WKH DYHUDJH ODERXU IRUFH JURZWK RYHU

WKH ����V DQG PDUJLQDOO\ ORZHU WKDQ LQ WKH ����V WR GDWH� ,W ZRXOG DOVR PHDQ� RI

FRXUVH� WKDW WKH UDWH RI HPSOR\PHQW JURZWK QHHGHG WR UHGXFH XQHPSOR\PHQW ZRXOG EH

ORZHU WKDQ KDV EHHQ WKH FRQYHQWLRQDO ZLVGRP RYHU UHFHQW GHFDGHV�

&KDUW ��� (PSOR\PHQW� /DERXU )RUFH DQG :RUNLQJ $JH

3RSXODWLRQ *URZWK ² 3HULRG $YHUDJHV
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:RUNLQJ $JH 3RSXODWLRQ /DERXU )RUFH (PSOR\PHQW

3HU FHQW 3HU FHQW

6RXUFH� $%6 &DW� 1R� ������ DQG 7UHDVXU\ IRUHFDVWV DQG SURMHFWLRQV�
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2Q EDODQFH� JLYHQ WKH GHPRJUDSKLF LQIOXHQFHV RQ PHGLXP�WHUP ODERXU IRUFH JURZWK�

HPSOR\PHQW JURZWK RI DURXQG � SHU FHQW SHU DQQXP ZRXOG VHHP WR EH DFKLHYDEOH RQ

DYHUDJH LQ WKH HDUO\ \HDUV RI WKH QH[W GHFDGH� DVVRFLDWHG ZLWK IXUWKHU IDOOV LQ WKH

XQHPSOR\PHQW UDWH� 7RJHWKHU ZLWK DYHUDJH ODERXU SURGXFWLYLW\ JURZWK RI �ó

WR � SHU FHQW SHU DQQXP� WKLV LPSOLHV WKDW WKH $XVWUDOLDQ HFRQRP\ KDV WKH SRWHQWLDO WR

VXVWDLQ JURZWK RI �ó WR � SHU FHQW RYHU WKDW SHULRG�

32/,&< 35,25,7,(6 ,1 7+( 3(5,2' $+($'

$FKLHYLQJ VXVWDLQHG JURZWK LQ RXWSXW DQG HPSOR\PHQW LQ OLQH ZLWK WKH HFRQRP\·V JURZWK

SRWHQWLDO ZLOO UHTXLUH RQJRLQJ DWWHQWLRQ WR WKH PDFURHFRQRPLF SROLF\ IUDPHZRUN DQG

FRQWLQXHG PLFURHFRQRPLF UHIRUP� LQFOXGLQJ WD[DWLRQ UHIRUP DQG H[DPLQDWLRQ RI WKH

UHPDLQLQJ ULJLGLWLHV WKDW LQKLELW LPSURYHG ODERXU PDUNHW RXWFRPHV�

0DFURHFRQRPLF SROLF\

,W LV LPSRUWDQW WKDW PDFURHFRQRPLF SROLF\ PDLQWDLQ D FRQVLVWHQW IRUZDUG�ORRNLQJ IRFXV RQ

PHGLXP�WHUP REMHFWLYHV� 3ROLF\ FUHGLELOLW\ LV ZRQ E\ GLVFLSOLQH RYHU PDQ\ \HDUV� EXW WKH

JDLQV FDQ EH SXW DW ULVN E\ UHODWLYHO\ VKRUW SHULRGV RI QHJOHFW� 3ROLF\ VKRXOG DLP WR

PD[LPLVH JURZWK� VXEMHFW WR PDLQWDLQLQJ WKH PHGLXP�WHUP LQIODWLRQ DQG ILVFDO EDODQFH

REMHFWLYHV� 7KLV HQWDLOV NHHSLQJ WKH HFRQRP\ RSHUDWLQJ ZLWKLQ VXVWDLQDEOH ERXQGV� VR WKDW

H[FHVV GHPDQG SUHVVXUHV WKDW PLJKW VSLOO RYHU LQWR LQIODWLRQ DQG WKH FXUUHQW DFFRXQW GR

QRW HPHUJH�

)LVFDO SROLF\ ZLOO FRQWLQXH WR IRFXV RQ PHGLXP�WHUP SXEOLF VDYLQJ REMHFWLYHV� 7KH

PHGLXP�WHUP ILVFDO VWUDWHJ\ LV HVVHQWLDO LI WKH SULYDWH VHFWRU LV WR FRQWLQXH WR EH DEOH WR WDS

LQWR IRUHLJQ VDYLQJ WR IXQG D VXEVWDQWLDO SDUW RI LWV LQYHVWPHQW ZLWKRXW KDYLQJ WR SD\

VLJQLILFDQW ULVN SUHPLD�

7KH ILVFDO VWUDWHJ\ ZLOO HQVXUH WKDW WKH &$' RYHU WLPH LV HVVHQWLDOO\ WKH RXWFRPH RI

GHFLVLRQV E\ SULYDWH VHFWRU ERUURZHUV DQG OHQGHUV� DQG QRW RI JRYHUQPHQW ERUURZLQJ �RQH

UROH RI VWUXFWXUDO SROLFLHV LV WR HQVXUH WKDW WKHVH SULYDWH VHFWRU GHFLVLRQV DUH VRXQGO\

EDVHG�� 7KH JHQHUDO JRYHUQPHQW VHFWRU SUHVHQWO\ KROGV RQO\ �� SHU FHQW RI $XVWUDOLD·V QHW

H[WHUQDO GHEW� 3ULYDWH VHFWRU VDYLQJ DQG LQYHVWPHQW GHFLVLRQV DUH QRZ EHWWHU EDVHG WKDQ

WKH\ KDYH EHHQ LQ SDVW F\FOHV� DV D UHVXOW RI PLFURHFRQRPLF UHIRUP DQG ORZ LQIODWLRQ� ,Q

WKLV HQYLURQPHQW WKH QDWLRQ·V DELOLW\ WR VHUYLFH H[WHUQDO GHEW VKRXOG QRW EH DW LVVXH�

7KH ILVFDO VWUDWHJ\ PXVW FRQWLQXH WR WDNH DFFRXQW RI WKH HFRQRPLF F\FOH� $GHTXDWH

VXUSOXVHV ZLOO EH UHTXLUHG ZKLOH WKH HFRQRP\ LV H[SDQGLQJ WR DOORZ URRP IRU SROLF\ WR

UHVSRQG LQ WKH HYHQW RI D GRZQWXUQ� DW OHDVW WR WKH H[WHQW RI DOORZLQJ DXWRPDWLF UHGXFWLRQV

LQ WKH VXUSOXV� IURP ORZHU WD[ UHFHLSWV DQG KLJKHU XQHPSOR\PHQW DVVLVWDQFH SD\PHQWV� WR

VXSSRUW GHPDQG�

0RQHWDU\ SROLF\ PXVW FRQWLQXH WR IRFXV RQ WKH REMHFWLYH RI DFKLHYLQJ � WR � SHU FHQW

LQIODWLRQ RQ DYHUDJH RYHU WKH PHGLXP WHUP� ,QIODWLRQ KDV EHHQ SHUVLVWHQWO\ EHORZ WKH
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ERWWRP RI WKH EDQG RYHU WKH SDVW WZR \HDUV� DQG WKH RXWORRN LV IRU FRQWLQXHG ORZ LQIODWLRQ

LQ WKH SHULRG DKHDG�

7D[DWLRQ UHIRUP

7KH H[LVWLQJ WD[DWLRQ V\VWHP LV D VLJQLILFDQW LPSHGLPHQW WR LPSURYLQJ $XVWUDOLD·V

HFRQRPLF SRWHQWLDO�

7KH WD[ UHIRUP SDFNDJH FXUUHQWO\ EHIRUH 3DUOLDPHQW LQFOXGHV FKDQJHV WR SHUVRQDO LQFRPH

WD[ UDWHV DQG IDPLO\ DQG VRFLDO VHFXULW\ SD\PHQWV WKDW ZLOO VLJQLILFDQWO\ ORZHU HIIHFWLYH

PDUJLQDO LQFRPH WD[ UDWHV� DQG LPSURYH LQFHQWLYHV WR ZRUN DQG VDYH� ,QWURGXFWLRQ RI D

EURDG�EDVHG *RRGV DQG 6HUYLFHV 7D[ �*67�� WR UHSODFH WKH SUHVHQW :KROHVDOH 6DOHV 7D[

�:67� DQG D UDQJH RI LQHIILFLHQW 6WDWH WD[HV� ZLOO UHVXOW LQ DQ LQGLUHFW WD[ V\VWHP WKDW KDV

ORZHU FRVWV� LV OHVV GLVWRUWLQJ WR FRQVXPHU GHFLVLRQV� DQG DYRLGV WD[LQJ EXVLQHVV LQSXWV�

7KH QHZ WD[ V\VWHP ZLOO OLIW WKH WD[ EXUGHQ LPSRVHG E\ WKH :67 RQ $XVWUDOLDQ H[SRUWV�

DQG UHGXFH EXVLQHVV FRVWV� LQFOXGLQJ FRVWV RI LQYHVWPHQW JRRGV�

6LPLODUO\� WKH FXUUHQW 5HYLHZ RI %XVLQHVV 7D[DWLRQ LV GLUHFWHG DW DFKLHYLQJ D EXVLQHVV WD[

V\VWHP WKDW PLQLPLVHV GLVWRUWLRQV WR EXVLQHVV GHFLVLRQV DQG UHGXFHV FRPSOLDQFH FRVWV� DV

ZHOO DV SURYLGLQJ D FRPSHWLWLYH UHJLPH IRU DWWUDFWLQJ LQWHUQDWLRQDO FDSLWDO�

7KHVH UHIRUPV ZLOO FRQWULEXWH WR UDLVLQJ WKH HFRQRP\·V JURZWK SRWHQWLDO WKURXJK PRUH

HIILFLHQW UHVRXUFH DOORFDWLRQ� DV GHFLVLRQV WKURXJKRXW WKH HFRQRP\ EHWWHU UHIOHFW

XQGHUO\LQJ FRVWV DQG EHQHILWV� DQG EHWWHU LQFHQWLYHV�

7D[DWLRQ UHIRUP ZLOO DOVR FRQWULEXWH WR PDLQWDLQLQJ VRXQG SXEOLF ILQDQFHV� 7KH

QDUURZO\�EDVHG :67 LV OHYLHG RQ D SRUWLRQ RI HFRQRPLF DFWLYLW\ WKDW LV GHFOLQLQJ RYHU WLPH

DV WKH UHODWLYH LPSRUWDQFH RI VHUYLFHV LQ WKH HFRQRP\ LQFUHDVHV� 5HYHQXH IURP WKH *67�

ZKLFK LV WR EH DOORFDWHG WR WKH 6WDWHV� ZLOO JURZ LQ OLQH ZLWK WKH HFRQRP\� 7KLV ZLOO SURYLGH

D UHYHQXH EDVH WKDW LV FDSDEOH RI PHHWLQJ VSHQGLQJ QHHGV RYHU WKH PHGLXP WR ORQJ WHUP�

ZLWKRXW UHTXLULQJ SHULRGLF LQFUHDVHV LQ WD[DWLRQ UDWHV�

/DERXU PDUNHW UHIRUP

5HGXFLQJ XQHPSOR\PHQW LQ D VXVWDLQHG ZD\ ZLOO UHTXLUH D FRQWLQXLQJ IRFXV RQ LQWHJUDWLQJ

VRXQG PDFURHFRQRPLF SROLFLHV DQG ZRUNSODFH UHODWLRQV UHIRUP ZLWK SROLFLHV WR HQVXUH WKDW

WKH ZHOIDUH V\VWHP� DQG LWV LQWHUDFWLRQ ZLWK WKH WD[ V\VWHP� GRHV QRW GLVFRXUDJH SHRSOH

IURP VHHNLQJ MREV�

)XUWKHU UHIRUPV WR WKH LQGXVWULDO UHODWLRQV V\VWHP DUH EHLQJ SXUVXHG WR EXLOG XSRQ WKRVH

DOUHDG\ LPSOHPHQWHG� $PHQGPHQWV WR WKH FXUUHQW XQIDLU GLVPLVVDO ODZV DQG WKH

SUHVHUYDWLRQ DQG H[WHQVLRQ RI DJH�EDVHG MXQLRU ZDJH UDWHV DUH SROLFLHV GHVLJQHG WR

RYHUFRPH UHVWULFWLRQV RQ HPSOR\PHQW JURZWK� 2WKHU SROLFLHV EHLQJ SXUVXHG WR HQKDQFH

SURGXFWLYLW\ DQG VWUHDPOLQH HQWHUSULVH EDUJDLQLQJ LQFOXGH IXUWKHU DZDUG VLPSOLILFDWLRQ�

UHGXFLQJ WKH UROH RI WKLUG SDUWLHV LQ WKH DJUHHPHQW�PDNLQJ SURFHVV DQG HQVXULQJ WKDW XQLRQ

PHPEHUVKLS LV YROXQWDU\�
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6HFXULQJ EHWWHU ODERXU PDUNHW RXWFRPHV� SDUWLFXODUO\ RQJRLQJ UHGXFWLRQV LQ VWUXFWXUDO
XQHPSOR\PHQW� ZLOO UHTXLUH DQ RQJRLQJ IRFXV RQ WKH OLQN EHWZHHQ SURGXFWLYLW\ DQG ZDJHV�
2QH IDFHW RI WKLV LV HQVXULQJ WKDW WKH DZDUG V\VWHP IXOILOV LWV UROH RI SURYLGLQJ D JHQXLQH
VDIHW\ QHW�

7KH *RYHUQPHQW·V WD[ UHIRUP SDFNDJH ZLOO VLJQLILFDQWO\ UHGXFH GLVLQFHQWLYHV WR ZRUN�
ZKLFK SDUWLFXODUO\ DIIHFW ORZ DQG PLGGOH�LQFRPH HDUQHUV� 7KH SULQFLSOH RI PXWXDO
REOLJDWLRQ IRU XQHPSOR\PHQW EHQHILFLDU\ UHFLSLHQWV LV DOVR LPSRUWDQW LQ HQVXULQJ WKDW WKH
ZHOIDUH V\VWHP GRHV QRW GLVFRXUDJH MRE VHHNLQJ� 7KH %XGJHW H[WHQGV WKH VFRSH RI PXWXDO
REOLJDWLRQ DUUDQJHPHQWV DQG EURDGHQV WKH :RUN IRU WKH 'ROH VFKHPH�

$WWHQWLRQ WR WKH HGXFDWLRQ DQG WUDLQLQJ V\VWHP LV DOVR LPSRUWDQW WR HQVXUH WKDW WKH VNLOOV RI
WKH ZRUNIRUFH DUH DSSURSULDWH IRU WKH IXWXUH GHPDQGV RI WKH HFRQRP\� 7KH %XGJHW
SURYLGHV DGGLWLRQDO IXQGLQJ IRU HGXFDWLRQ DQG WUDLQLQJ� LQFOXGLQJ FRQWLQXHG IXQGLQJ IRU
SURJUDPPHV WR HQKDQFH WKH VNLOOV DQG H[SHULHQFH RI \RXQJ SHRSOH VHHNLQJ ZRUN�

,W LV LPSRUWDQW WKDW WKH YDULRXV HOHPHQWV RI WKH ODERXU PDUNHW VWUDWHJ\ DUH QRW FRQVLGHUHG
LQ LVRODWLRQ� 5HFHQW LQWHUQDWLRQDO UHVHDUFK GHPRQVWUDWHV WKDW ODERXU PDUNHW SROLFLHV DUH
FRPSOHPHQWDU\� DQG WKDW EURDG� LQWHJUDWHG UHIRUPV DUH PRUH HIIHFWLYH LQ DFKLHYLQJ ORZHU
XQHPSOR\PHQW DQG VXVWDLQDEOH LPSURYHPHQWV LQ SURGXFWLYLW\ JURZWK�
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7KH UHFHQW SHUIRUPDQFH RI WKH $XVWUDOLDQ HFRQRP\ ZRXOG QRW KDYH EHHQ SRVVLEOH LQ WKH

DEVHQFH RI D VRXQG GRPHVWLF SROLF\ IUDPHZRUN� 7KH LQVWLWXWLRQ RI VRXQG DQG FUHGLEOH

IUDPHZRUNV IRU PRQHWDU\ DQG ILVFDO SROLFLHV LQ UHFHQW \HDUV� DQG WKH UHWXUQ RI WKH %XGJHW

WR VXUSOXV� KDYH EHHQ IXQGDPHQWDOO\ LPSRUWDQW� 5HIRUPV LQ WKH DUHDV RI FRPSHWLWLRQ

SROLF\� WKH ODERXU PDUNHW� WKH ILQDQFLDO VHFWRU DQG FRUSRUDWH ODZ KDYH DOVR FRQWULEXWHG WR

FUHDWLQJ DQ HFRQRP\ WKDW LV PRUH HIILFLHQW DQG IOH[LEOH� VXEMHFW WR PRUH FRPSHWLWLYH

SUHVVXUHV DQG PRUH FRQGXFLYH WR SURGXFWLYLW\ JURZWK�

6RXQG SROLF\ KDV EHHQ DVVLVWHG E\ WKH IDFW WKDW WKH GRZQWXUQV DIIHFWLQJ RXU (DVW $VLDQ

WUDGLQJ SDUWQHUV KDYH RFFXUUHG DJDLQVW D EDFNJURXQG RI RWKHU LQWHUQDWLRQDO GHYHORSPHQWV

WKDW KDYH EHHQ IDYRXUDEOH� :RUOG JURZWK KDV EHHQ VXSSRUWHG E\ WKH VWUHQJWK RI WKH

8QLWHG 6WDWHV DQG (XURSHDQ HFRQRPLHV� WRJHWKHU DFFRXQWLQJ IRU D OLWWOH PRUH WKDQ KDOI RI

ZRUOG *'3� ,Q DGGLWLRQ� WKH IDOO LQ RXU WHUPV RI WUDGH IURP ORZHU FRPPRGLW\ SULFHV KDV

EHHQ OLPLWHG E\ DQ LQWHUQDWLRQDO HQYLURQPHQW WKDW KDV EHHQ UHGXFLQJ WKH ZRUOG SULFHV RI

$XVWUDOLD·V LPSRUWV�

,Q WKLV HQYLURQPHQW� WKH HFRQRP\ KDV EHHQ DVVLVWHG E\ D ODUJH FXUUHQF\ GHSUHFLDWLRQ WKDW

KDV JLYHQ $XVWUDOLDQ SURGXFHUV D FRPSHWLWLYH ERRVW WKDW KDV DVVLVWHG H[SRUW GLYHUVLRQ WR

RWKHU PDUNHWV� /DUJH FXUUHQF\ GHSUHFLDWLRQV� KRZHYHU� FDQQRW EH HIIHFWLYH XQOHVV

VXVWDLQHG DV UHDO GHSUHFLDWLRQV� D GHPDQGLQJ SROLF\ UHTXLUHPHQW�

7KH IDYRXUDEOH FRPELQDWLRQ RI H[FKDQJH UDWH GHSUHFLDWLRQ DQG FRQWLQXHG ORZ LQWHUHVW

UDWHV PDGH SRVVLEOH E\ VRXQG PDFURHFRQRPLF SROLF\ KDV EHHQ WKH NH\� )LQDQFLDO PDUNHWV

KDYH UHWDLQHG FRQILGHQFH LQ $XVWUDOLD·V HFRQRPLF IXQGDPHQWDOV� DQG ORQJ�WHUP LQWHUHVW

UDWH GLIIHUHQWLDOV KDYH UHPDLQHG ORZ� $V WKH H[FKDQJH UDWH GHSUHFLDWLRQ KDV QRW EHHQ

GLVVLSDWHG LQ KLJKHU GRPHVWLF LQIODWLRQ� WKH HFRQRP\ KDV EHHQ DEOH WR HQMR\ WKH EHQHILWV RI

LPSURYHG FRPSHWLWLYHQHVV� ZKLOH PDLQWDLQLQJ UHODWLYHO\ ORZ LQWHUHVW UDWHV� DQG WKH QHJDWLYH

HIIHFWV RI LQWHUQDWLRQDO GHYHORSPHQWV KDYH EHHQ FXVKLRQHG E\ RQJRLQJ VWUHQJWK LQ

GRPHVWLF GHPDQG�

$V D UHVXOW RI VRXQG PDFURHFRQRPLF SROLF\ DQG VWUXFWXUDO UHIRUPV� WKH $XVWUDOLDQ

HFRQRP\ VKRXOG EH DEOH WR FRQWLQXH WR JURZ VWURQJO\ RYHU WKH PHGLXP WHUP DQG WR

DFKLHYH IXUWKHU VXVWDLQDEOH UHGXFWLRQV LQ XQHPSOR\PHQW� 7KH H[WHQW WR ZKLFK WKH

HFRQRP\ FDQ JURZ DQG XQHPSOR\PHQW FDQ EH UHGXFHG ZLOO GHSHQG RQ FRQWLQXHG

DGKHUHQFH WR VRXQG PDFURHFRQRPLF SROLF\ DQG IXUWKHU PLFURHFRQRPLF UHIRUP ³

LQFOXGLQJ� LQ SDUWLFXODU� UHIRUP RI WKH WD[DWLRQ V\VWHP DQG IXUWKHU DFWLRQ WR LPSURYH WKH

IXQFWLRQLQJ RI WKH ODERXU PDUNHW�


