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7KH�VWDWH�DQG�ILVFDO�SROLF\

3XEOLF�ILQDQFHV�DUH�FRPSRVHG�E\�WKH�UHYHQXHV�DQG�H[SHQGLWXUHV�RI�SXEOLF�DGPLQLVWUDWLRQ�

ZKLFK�DUH�WKH�SXEOLF�RU�VWDWH�DXWKRULWLHV��7KHLU�PDLQ�HFRQRPLF�JRDO�LV�WR�SURGXFH�VHUYLFHV�KDYLQJ

QR�EX\LQJ���VHOOLQJ�VSHFLILFV��H�J��ZKLFK�DUH�QRW�VROG�DQG�GR�QRW�FUHDWH�D�SULFH��DQG�WR�PDNH�D

UHGLVWULEXWLRQ�RI�UHYHQXHV�JHQHUDWHG�E\�REOLJDWRU\�SD\PHQWV��OLNH�WD[HV�DQG�VRFLDO�FRQWULEXWLRQV��

6WDWH�GHWHUPLQHV�WKH�VRFLDO�HFRQRPLF�DQG�ILQDQFLDO�VLWXDWLRQ��LQ�WKH�FRXQWU\�WKURXJK�LWV

ILVFDO�SROLF\��)LVFDO�SROLF\�VXFFHVV�GHSHQGV�RQ�WKH�H[LVWLQJ�MXGLFLDU\�V\VWHP�DQG�DVVXPHV�WKH

VXSHULRULW\�RI�ODZ�LQ�WKH�UHODWLRQV�EHWZHHQ�GLIIHUHQW�VXEMHFWV�RI�VRFLDO�HFRQRPLF�DFWLYLW\�

)RU�WKH�QRUPDO�IXQFWLRQLQJ�RI�PDUNHW�HFRQRP\�WKH�VWDWH�KDV�WR�HQVXUH�PDLQWHQDQFH�RI

ILQDQFLDO�GLVFLSOLQH��)RXU�VLPSOH�UXOHV�PXVW�ZRUN��L��WKH�EX\HUV�REVHUYH�DJUHHPHQWV�DQG�SD\�IRU

GHOLYHUHG�JRRGV��LL��GHEWRUV�GR�QRW�QHJOHFW�FUHGLW�DJUHHPHQWV�DQG�GR�UHLPEXUVH�FUHGLWV��LLL�

WD[SD\HUV�SD\�WD[HV��LY��FRPSDQLHV�FRYHU�WKHLU�H[SHQGLWXUHV�IURP�REWDLQHG�LQFRPHV�

,W�VKRXOG�EH�QRWHG�KHUH�WKDW�WKH�ILVFDO�SROLF\�ZDV�GHYHORSLQJ�DQG�FRQVROLGDWLQJ��EHLQJ�DQ

LPSRUWDQW�LQVWUXPHQW�RI�VWDWH�HFRQRPLF�SROLF\�

5HSXEOLF�RI�0ROGRYD��ILVFDO�SROLF\�HYROXWLRQ�LQ�WKH�¶��V

7KH�5HSXEOLF�RI�0ROGRYD�PDQDJHG�WR�IRUPXODWH�LWV�LQGHSHQGHQW�ILVFDO�SROLF\�DIWHU�REWDLQLQJ

WKH�LQGHSHQGHQFH�LQ�������&RQVROLGDWLRQ�RI�ILVFDO�DQG�EXGJHW�V\VWHPV��DV�ZHOO�ILVFDO�SROLF\��WRRN

SODFH�DIWHU�WKH�QDWLRQDO�FXUUHQF\�LQWURGXFWLRQ�LQ�1RYHPEHU�������LQ�DQ�HQYLURQPHQW�RI�UHGXFLQJ�RI

LQIODWLRQ�DQG�LQWHUHVW�UDWHV�

7ZR�SHULRGV�RI�ILVFDO�SROLF\�HYROXWLRQ�VKRXOG�EH�GLVWLQJXLVKHG�

�����±�������SHULRG�RI�HYDOXDWLRQ�RI�WKH�OHJDF\�UHFHLYHG�DQG�RI�DGDSWDWLRQ�WR�WKH�QHZ

HFRQRPLF�HQYLURQPHQW�E\�PRGLI\LQJ�WKH�H[LVWHQW�OHJDO�IUDPHZRUN��6LQFH������QHZ�WD[HV��DSSOLHG

LQ�PDUNHW�HFRQRPLHV��ZHUH�LQWURGXFHG�OLNH��9$7��H[FLVHV��URDG�IHHV��FXVWRPV�GXWLHV�DQG�VR�RQ�

7KH�SULQFLSOHV�DQG�PHWKRGRORJLHV�RI�FDOFXODWLRQV�ZHUH�PRGLILHG�IRU�WKH�H[LVWHQW�WD[HV�

�����±�������SHULRG�RI�ILVFDO�DQG�EXGJHW�V\VWHP�UHIRUP��DFFRPSDQLHG�E\�GHHSHQLQJ�RI

EXGJHW�FULVLV�

7KH�FRQVWLWXWLRQ�RI�WKH�EXGJHW�V\VWHP�±�/DZ�2Q�%XGJHW�6\VWHP�DQG�%XGJHW�3URFHVV�±

ZDV�DGRSWHG�LQ�������ZKLFK�LV�WKH�EDVH�IRU�SXEOLF�VHFWRU�IXQFWLRQLQJ�

7KH�DSRJHH�RI�UHIRUPV�LQ�WKLV�GRPDLQ�ZDV�UHDFKHG�LQ�WKH�SHULRG�RI������������ZKHQ�WKH

&RQFHSW�RI�)LVFDO�5HIRUP�ZDV�DGRSWHG�DQG�WKH�ILUVW�FKDSWHUV�RI�)LVFDO�&RGH�ZHUH�HODERUDWHG�DQG

LPSOHPHQWHG�

7KH�FRQFHSW�RI�ILVFDO�UHIRUP�KDG�WKH�IROORZLQJ�REMHFWLYHV�

x�&RQWULEXWLRQ�WR�WKH�LQYHVWPHQWV�DWWUDFWLQJ��ERWK�LQWHUQDO�DQG�H[WHUQDO��IRU�HQVXULQJ�IXUWKHU

HFRQRPLF�JURZWK�FRPELQHG�ZLWK�FUHDWLRQ�RI�QHZ�ZRUNLQJ�

x�(QVXULQJ�WKH�HTXLW\�RI�WKH�ILVFDO�V\VWHP�

x�(QVXULQJ�UHYHQXHV�QHFHVVDU\�IRU�ILQDQFLQJ�RI�SXEOLF�SURJUDPV�DQG�VHUYLFHV�

x�6LPSOLILFDWLRQ�RI�WKH�V\VWHP�

x�(QVXULQJ�WKH�HIILFLHQF\�RI�WKH�ILVFDO�DGPLQLVWUDWLRQ�WKURXJK�FRQVROLGDWLRQ�RI�WKH�H[LVWLQJ

VWUXFWXUH��PRGHUQL]DWLRQ�RI�RZQ�IDFLOLWLHV��DXWRPDWL]DWLRQ�RI�GDWD�SURFHVVLQJ��LPSURYLQJ�WKH

PHWKRGV�RI�FROOHFWLQJ�DQG�FRQWUROOLQJ�WKH�ILVFDO�OHJLVODWLRQ�REVHUYDQFH�
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� ,Q�RUGHU�WR�DFKLHYH�WKLV�REMHFWLYHV�WKH�UHIRUP�ZDV�GLYLGHG�LQ�VHYHUDO�SKDVHV�

���8QLILFDWLRQ�ZLWKLQ�WKH�&RGH�RI�DOO�ODZV�RQ�WD[DWLRQ�RI�LQFRPHV�RI�LQGLYLGXDOV�DQG
HFRQRPLF�HQWLWLHV�DQG�RI�DOO�DGPLQLVWUDWLYH�SURYLVLRQV�

���5HIRUP�RI�9$7�V\VWHP�

��� ,PSURYHPHQW�RI�ODQG�DQG�UHDO�HVWDWH�WD[HV�

���0RGHUQL]DWLRQ�RI�PHWKRGV�XVHG�E\�ILVFDO�DGPLQLVWUDWLRQ�IRU�WD[�FROOHFWLRQ�

���([DPLQLQJ�RI�RWKHU�UHYHQXH�VRXUFHV�LQ�RUGHU�WR�UHGXFH�RU�HOLPLQDWH�LQHIILFLHQW�WD[HV
ZKLFK�VWRS�HFRQRPLF�JURZWK�LQ�0ROGRYD�

,Q�VSLWH�RI�UHDOL]HG�PHDVXUHV�RI�ILVFDO�DQG�EXGJHW�V\VWHPV�FRQVROLGDWLRQ�DQG

LPSOHPHQWDWLRQ�RI�DQ�DGHTXDWH�SROLF\�LQ�WKLV�VSKHUH��ZH�VHH�QRZ�WKDW�WKH�UHVXOWV�REWDLQHG�DUH

IDU�IURP�WKH�IRUHFDVWHG�RQHV�

7KHUH�DUH�D�ORW�RI�H[SODQDWLRQV�KHUH��&HUWDLQO\��LQ������±������PRQHWDU\�SROLF\�ZDV�WLJKW�

VHUYLQJ�WKH�FRQVROLGDWLRQ�RI�QDWLRQDO�FXUUHQF\�DQG�WKH�FUHDWLRQ�RI�D�FUHGLEOH�HQYLURQPHQW�ZLWK

UHVSHFW�WR�WKH�QDWLRQDO�FXUUHQF\�DQG�WKXV�FRQWULEXWHG�WR�D�UHODWLYH�ILQDQFLDO�VWDELOL]DWLRQ��(YHQ

PRUH��SRVLWLYH�WHQGHQFLHV�RI�EXGJHW�GHILFLW�UHGXFWLRQ�ZHUH�UHJLVWHUHG��7KHVH�WHQGHQFLHV�VKRXOG

KDYH�EHHQ�LPPHGLDWHO\�VXSSRUWHG�E\�VWUXFWXUDO�UHIRUPV�LQ�VXFK�NH\�GRPDLQV�OLNH�HQHUJ\�VHFWRU

�WKLV�VHFWRU�KDV�LPSDFWV�WR�DOO�VHFWRUV�RI�HFRQRP\�DQG�WR�WKH�HFRQRPLF�LQGLFDWRUV�DW�PLFUR�DQG

PDFUR�OHYHOV���DJULFXOWXUH�VHFWRU��LQ�WKDW�SHULRG�DW�WKH�SROLWLFDO�OHYHO�DQG�WKH�KDOWLQJ�RI�UHIRUP

ZDV�DFFRPSDQLHG�E\�KLJK�FOLPDWLF�ULVNV�ZKLFK�JHQHUDWHG�ILQDQFLDO�DQG�PDWHULDO�GLVWRUWLRQV�LQ�WKLV

VHFWRU���VRFLDO�VHFWRU��IUDPHZRUN�LQKHULWHG�IURP�WKH�6RYLHW�SHULRG�GLG�QRW�FKDQJH�DQG�WKH�FRVWV

IRU�WKLV�VWUXFWXUH�ZHUH�FRQWLQXRXVO\�JURZLQJ��D�GHOD\�LQ�LQWURGXFLQJ�SD\�VHUYLFHV�LQ�HGXFDWLRQ�

KHDOWK�FDUH�ZHUH�JHQHUDWLQJ�\HDU�E\�\HDU�D������GHILFLW�RI�ILQDQFLDO�UHVRXUFHV�QHHG�IRU�WKLV

VSKHUH�

,Q������WKH�ILVFDO�SROLF\�VKRXOG�KDYH�EHHQ�GRPLQDQW�LQ�WKH�HFRQRPLF�VWDWH�SROLF\�DQG

PRQHWDU\�SROLF\�PXVW�KDYH�EHHQ�DGMXVWHG�WR�WKH�ILVFDO�SROLF\�DQG�UHDO�VHFWRU¶V�UHTXLUHPHQWV��$QG

WKH�EHJLQQLQJ�RI������ZDV�LQ�IDFW�TXLWH�SURPLVLQJ��VHYHUDO�LPSRUWDQW�ODZV�ZHUH�DGRSWHG�VXFK�DV

ODZV�RQ�EXGJHW�V\VWHP�DQG�EXGJHWDU\�SURFHVV��RQ�SXEOLF�GHEW�DQG�VWDWH�JXDUDQWLHV��WKH�FRQFHSW

RI�ILVFDO�V\VWHP�UHIRUP��ODZ�RQ�EDQNUXSWF\��WKH�SURFHVV�RI�WUHDVXU\�V\VWHP�LPSOHPHQWDWLRQ�ZDV

LQLWLDWHG��QHZ�EXGJHW�FODVVLILFDWLRQ�DQG�QHZ�DFFRXQWLQJ�VWDQGDUGV�ZHUH�XQGHU�HODERUDWLRQ��WKH

VWDWH�VHFXULWLHV�PDUNHW�FRQVROLGDWHG��(FRQRPLF�LQGLFDWRUV�IRU�ILUVW���PRQWKV�RI������VKRZHG

WHQGHQFLHV�RI�JURZWK�LQ�WKH�UHDO�VHFWRU�RI�HFRQRP\�DQG�RI�PDFURHFRQRPLF�DJJUHJDWHV��+HQFH�

WKH�SUHPLVHV�ZHUH�FUHDWLQJ�IRU�WUDQVSRVLQJ�WKH�IRFXV�IURP�WKH�PRQHWDU\�SROLF\�WRZDUGV�WKH�ILVFDO

DQG�EXGJHWDU\�SROLF\�

%XW������ZDV�D�\HDU�RI�HOHFWLRQV�DQG�WKH�HOHFWLRQV�QHHG�PRQH\��LQFOXGLQJ�SXEOLF�ILQDQFH�

,Q�WKDW�SHULRG�D�ORW�RI�GHFLVLRQV�ZHUH�DGRSWHG��DQG�WKHLU�QHJDWLYH�HIIHFWV�SHUVLVWHG�WLOO�SUHVHQW�

WKH�JRYHUQPHQW�GHFLVLRQ�RQ�QHWWLQJ�RXW�RSHUDWLRQV�ZKLFK�JHQHUDWHG�FKDRV�LQ�WKH�QDWLRQDO

HFRQRP\��LQGLYLGXDO�DQG�EUDQFK�WD[�H[HPSWLRQV��WHFKQLFDO�FUHGLWV�WR�WKH�DJULFXOWXUDO�VHFWRU��$W

WKH�VDPH�WLPH�WKH�VWUXFWXUDO�UHIRUPV�LQ�WKH�HFRQRP\�KDYH�EHHQ�VXVSHQGHG��(QHUJ\�VHFWRU�

DJULFXOWXUH�VHFWRU�DQG�VRFLDO�VSKHUH�EHFDPH�DQ�XQVXVWDLQDEOH�EXUGHQ�IRU�WKH�EXGJHW�

,W�LV�NQRZQ�WKDW�0ROGRYD�KDV�OLEHUDOL]HG�WKH�LQWHUQDO�DQG�H[WHUQDO�WUDGH�UHODWLRQV��%XW�WKLV

SURFHVV�ZDV�QRW�FRPSOHWHG�DQG�LV�UXQQLQJ�VORZO\��,Q�WKH�FRQGLWLRQV�RI�LQVXIILFLHQW�LQWHUQDO

UHVRXUFHV�WKH�VWDWH�DVVXPHG�WKH�FRRUGLQDWLRQ�RI�WDULIIV�LQ�WKH�HQHUJ\�VHFWRU�ZKLFK�JHQHUDWHG

ILQDQFLDO�EORFNDJH�LQ�WKLV�VHFWRU�DV�ZHOO�LQ�WKH�UHVW�RI�WKH�HFRQRP\��8QGHUWDNLQJ�RI�WKH����

PLOOLRQ�GROODUV�GHEW�LQ������DQG�UHFHQW�XQGHUWDNLQJ�RI�DQRWKHU����PLOOLRQ�GROODUV�GHEW�ZLOO�EXUGHQ

WKH�EXGJHW�V\VWHP�IRU�DW�OLVW�WKH�QH[W���\HDUV��0RUHRYHU��WKH�UHLPEXUVHPHQW�PHFKDQLVP�IXQGV�RI

ZLWKGUDZQ�IURP�WKH�EXGJHW�LV�QRW�WUDQVSDUHQW�DQG�LV�QRW�VXVWDLQDEOH�

/LEHUDOL]DWLRQ�ZDV�DOVR�KDPSHUHG�E\�WKH�LQWURGXFWLRQ�RI�D�KXJH�QXPEHU�RI�OLFHQVHV�DQG

UHVWULFWLRQV�RI�RWKHU�QDWXUH�DSSOLHG�IRU�H[SRUW�WUDQVDFWLRQV��$W�WKH�VDPH�WLPH��D�IDFLOH�LPSRUW
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UHJLPH�ZDV�JUDQWHG�WR�VRPH�HFRQRPLF�HQWLWLHV��+HQFH��WKURXJK�WKH�)UHH�(FRQRPLF�=RQH�

0ROGRYDQ�0LWURSRO\��2O\PSLF�&OXE�DQG�RWKHUV�D�WUDIILF�FRUULGRU�IRU�PHUFKDQGLVH�ZDV�FUHDWHG��RI

ZKLFK�RWKHU�SDUWQHU�VLGHV�EHQHILWHG�IURP��WKXV�DYRLGLQJ�ILVFDO�OHJLVODWLRQ�RI�0ROGRYD�DQG

FRQWULEXWLQJ�WR�DQ�XQIDLU�FRPSHWLWLRQ�RQ�WKH�0ROGRYDQ�PDUNHW�

$FFHSWDQFH�RI�EDUWHU�WUDQVDFWLRQV�DIWHU�WKH�GLVUXSWLRQ�RI�HFRQRPLF�UHODWLRQV�ZLWK�H[�6RYLHW

FRXQWULHV�GXULQJ������������DQG�WKHUH�IXUWKHU�GHYHORSPHQW�RQ�WKH�GRPHVWLF�PDUNHW�LQ�WKH�QH[W

\HDUV�KDV�OHG�WR�D�GLPLQXWLRQ�RI�WKH�UROH�RI�ILQDQFLDO�V\VWHP��$Q�HFRQRP\�ZKLFK�FODLPV�WR�EH�EDVHG

XSRQ�PDUNHW�UHODWLRQV�PXVW�EH�EDVHG�XSRQ�*RRGV�0RQH\�*RRGV�UHODWLRQV��$W�WKH�LQLWLDO�VWDJH�LQ

0ROGRYD�WKH�HOHPHQW�RI�PRQH\�LV�QHJOHFWHG��DIWHUZDUGV�EHLQJ�SDUWLDOO\�VXEVWLWXWHG�E\�TXDVL�

PRQH\��$�VLJQLILFDQW�SDUW�RI�LQWHU�SD\PHQWV�ZDV�HIIHFWHG�WKURXJK�PXWXDO�FOHDULQJ�ZKLFK�OHG�WR

ILQDQFLDO�IUDXGV��8QWLO�SUHVHQW�WKHUH�KDYHQ¶W�EHHQ�IRXQG�RWKHU�DOWHUQDWLYH�LQVWUXPHQWV�RI�FOHDULQJ

WKH�ILQDQFLDO�EORFNDJHV�

$QRWKHU�FDXVH�FRXOG�UHSUHVHQW�WKH�KXJH�FRPSRQHQW�RI�XQGHUJURXQG�HFRQRP\�DQG�RI�JURXS

LQWHUHVWV��7KHVH�SKHQRPHQD��ZKLFK�KDYH�EHHQ�IUHTXHQWO\�GHWHUPLQLQJ�WKH�DGRSWHG�GHFLVLRQV�RQ

VWDWH�OHYHO��GHOD\HG�LPSOHPHQWDWLRQ�RI�LQLWLDO�LGHDV��DQG�DOVR�FUHDWHG�D�QHJDWLYH�LPDJH�WRZDUGV�WKH

ILVFDO�UHIRUP�LQ�WKH�5HSXEOLF�RI�0ROGRYD��WKDW�LQ�LWV�WXUQ�KDOWV�WKH�LQYHVWPHQW�DFWLYLWLHV�

%HFDXVH�RI�ODFN�RI�D�PHGLXP�WHUP�HFRQRPLF�SROLF\��WKH�ILVFDO�DQG�EXGJHW�SROLF\�FRXOG�QRW

KDYH�EHHQ�GUDZQ�XS�DFFRUGLQJ�WR�WKH�GHPDQGV�RI�WUDQVLWLRQDO�HFRQRP\��*RYHUQPHQW¶�SURJUDPV

6DQJKHOL�µ���µ���DQG�µ���¶����&LXEXF�����GLG�QRW�GUDZ�D�PHGLXP�WHUP�HFRQRPLF�SROLF\�EXW�RQO\�D

SDFNDJH�RI�RSHUDWLYH�PHDVXUHV��RU�VRPH�PHFKDQLVPV��ZKLFK�FRXOG�QRW�KDYH�UHVXOWHG�LQ�D

HFRQRPLF�VWDELOLW\�RU�JURZWK��0RUHRYHU��WKH\�KDG�D�FOHDU�GHFODUDWLYH�FRQWHQW��VLQFH�WKHVH�GHFLVLRQ�

ZKLFK�ZHUH�DGRSWHG�DIWHU�WKH�DSSURYDO�RI�JRYHUQPHQW�SURJUDPV��RIWHQ�ZHUH�LQ�FRQWUDGLFWLRQ�ZLWK

WKH�SURJUDPV�WKHPVHOYHV�

8QIRUWXQDWHO\�IRU�WKH�ILVFDO�DQG�EXGJHW�SROLF\�WKHUH�ZHUH�VXVSHQGHG�WKH�UHIRUPV�LQ�WKH

IROORZLQJ�VHFWRUV��HQHUJ\��DJULFXOWXUH��HGXFDWLRQ��KHDOWK�FDUH��VRFLDO�DVVLVWDQFH��ZKLFK�QHHGHG�DQ

LPSRUWDQW�SDUW�RI�SXEOLF�ILQDQFLDO�UHVRXUFHV��'XH�WR�WKH�VFDUFLW\�RI�IXQGV��WKHVH�VHFWRUV�EHFDPH�D

ELJ�EXUGHQ�IRU�WKH�EXGJHW��DOVR�FUHDWLQJ�ILQDQFLDO�EORFNDJHV�DQG�ULVLQJ�GHEWV�RQ�WKH�H[SHQGLWXUH

VLGH��'HOD\V�LQ�SHQVLRQ�V\VWHP�UHIRUP��QRQ�WUDQVSDUHQW�H[HFXWLRQ�RI�WKH�VRFLDO�LQVXUDQFH�EXGJHW�

KDYH�JHQHUDWHG�D�FKDRV��DQG�KDYH�DOVR�EHHQ�D�EXUGHQ�IRU�VWDWH�EXGJHW�

$OO�DERYH�PHQWLRQHG�DUH�WKH�PRWLYHV�ZKLFK�WUDQVIRUPHG�WKH�HPSOR\HHV�RI�WKH�EXGJHW�VSKHUH

DQG�SHQVLRQHUV�LQWR�VWDWH¶V�FUHGLWRUV�VLQFH�WKH\�FDQ�QRW�JHW�WKHLU�VDODULHV�DQG�SHQVLRQV�

'XULQJ�WKLV�SHULRG�ZHUH�PLVVHG�WKH�SRVVLELOLWLHV�RI�SULYDWL]DWLRQ�RI�VHYHUDO�REMHFWV�RI�WKH

FRPPXQLFDWLRQV�DQG�WKHUPR�HQHUJ\�VHFWRUV��RI�WKH�ZLQH�DQG�WREDFFR�LQGXVWU\��ZKLFK�FRXOG

JHQHUDWH�DGGLWLRQDO�LQFRPH�IRU�WKH�FRXQWU\¶V�EXGJHW�V\VWHP��DQG�DOVR�PRUH�EHQHILWV��RU�DW�OHDVW

DYRLGDQFH�RI�ORVVHV��IRU�WKH�HFRQRP\�DV�D�ZKROH�

(FRQRPLF�UHIRUP�LQ�HYHU�HFRQRP\�ZRXOG�IDLO�LI�LW�LV�QRW�DFFRPSDQLHG�E\�MXULGLFDO�UHIRUP�

$OWKRXJK�WKH�UHIRUP�LQ�WKLV�ILHOG�ZDV�GHFODUHG��LW�VWLOO�UHPDLQHG�DV�DQ�LVRODWHG�ILHOG��ZKLFK�LV�SRRUO\

UHDFWLQJ�WRZDUGV�WKH�UHIRUPLQJ�SURFHVVHV�LQ�WKH�VRFLHW\��7KLV�IDFW�GHWHUPLQHG�ODFN�RI�OHJDO

PHFKDQLVPV�IRU�VROYLQJ�WKH�VRPH�DGPLQLVWUDWLYH��ILQDQFLDO�DQG�RUJDQL]DWLRQDO�GLVSXWHV��&RUSRUDWH

PDQDJHPHQW�SUDFWLFDOO\�GRHVQ¶W�IXQFWLRQ��LW�LV�GLIILFXOW�WR�DYRLG�DQG�HOLPLQDWH�ILQDQFLDO�IUDXGV�

RYHUODSSLQJ�RI�IXQFWLRQV�DQG�ODFN�RI�UHVSRQVLELOLW\�ZLWK�UHVSHFW�WR�WKH�/DZ�JHQHUDWH�ILQDQFLDO

FULPHV��ILVFDO�HYDVLRQ��QRQ�FRPSOLDQFH�ZLWK�WHUPV�RI�DJUHHPHQWV�DQG�EXVLQHVV�FRQWUDFWV��HWF�

%XGJHW�GHILFLW�LV�D�VWDUWLQJ�SRLQW�LQ�HVWLPDWLQJ�WKH�ILVFDO�DQG�EXGJHW�SROLF\�LPSOHPHQWHG�E\

WKH�VWDWH��,Q�FRQGLWLRQV�RI�WUDQVLWLRQ�WRZDUGV�PDUNHW�HFRQRP\�WKLV�LQGLFDWRU�LV�EHLQJ�LQIOXHQFHG�E\

PDQ\�IDFWRUV�

'XULQJ�WKH�WUDQVLWLRQ�WR�PDUNHW�HFRQRP\�WKH�5HSXEOLF�RI�0ROGRYD�LV�IDFLQJ�WKH�SUREOHP�RI

KLJK�EXGJHW�GHILFLW��6R��VWDUWLQJ�IURP�������HYHU\�\HDU�RQZDUG�D�EXGJHW�GHILFLW�LV�UHFRUGHG�

IOXFWXDWLQJ�EHWZHHQ������DQG������RI�*'3�
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1RWH��$FFRUGLQJ�WR�,0)�PHWKRGRORJ\�WKH������EXGJHW�GHILFLW�LV�������LQ�*'3�

6LQFH������WKH�QHZ�EXGJHW�FODVVLILFDWLRQ�ZDV�LPSOHPHQWHG�DQG�WKH�YROXPH�RI�WKH

EXGJHW�GHILFLW�LV�FORVHO\�WR�WKDW�PHWKRGRORJ\

$W�WKH�LQLWLDO�VWDJH�WKH�PDLQ�FDXVHV�RI�KLJK�EXGJHW�GHILFLW�DUH�WKH�IROORZLQJ��VKDUS�DQG

ODVWLQJ�HFRQRPLF�GHFOLQH��WR�D�ODUJH�H[WHQW�FDXVHG�E\�EUDNH�XS�RI�HFRQRPLF�OLQNV�DQG�RU

HVWDEOLVKLQJ�RI�QRQ�HFRQRPLF�UHODWLRQV�ZLWK�IRUPHU�SDUWQHUV��DV�ZHOO�DV�KLJK�UDWHV�RI�LQIODWLRQ�

3UREOHPV��ZKLFK�HPHUJHG�DW�WKH�LQLWLDO�VWDJH��KDYH�DOUHDG\�JHQHUDWHG�QHZ�EXUGHQ�IRU�WKH

EXGJHW�IRU�WKH�QH[W�SHULRG��+HQFH��WKH�GHFOLQH�LQ�SURGXFWLRQ�VHFWRU�OHG�WR�D�QHHG�LQ�KLJKHU

VXEVLGLHV��ERWK�GLUHFW�DQG�LQGLUHFW��IRU�HQWHUSULVHV�DQG�SRSXODWLRQ��,W�DOVR�FUHDWHG�D�ORQJ�UDQJH�RI

WD[�H[HPSWLRQV��GHFUHDVLQJ�ILVFDO�UHYHQXHV��$Q\�WD[�H[HPSWLRQ�LV�VXSSRVHG�WR�VWLPXODWH�WKH

EUDQFK�RI�LQGXVWU\�WR�ZKLFK�LW�LV�DSSOLHG��+HQFH��LQ�WKLV�HQYLURQPHQW�WKH�DFWLYLWLHV�WKDW�DUH�QRW

OLDEOH�IRU�WD[DWLRQ�DUH�IORXULVKLQJ��$V�D�UHVXOW�HYHQ�LQ�FRXQWULHV�ZLWK�HFRQRPLF�JURZWK�EXGJHW

UHYHQXHV�PD\�GURS��VLQFH�WKH�JURZWK�WDNHV�SODFH�RQ�WKH�DFFRXQW�RI�WD[�H[HPSWHG�VHFWRUV�

%HVLGHV��FKDQJHV�LQ�WKH�ILVFDO�V\VWHP�FUHDWH�GLIILFXOWLHV�IRU�WD[SD\HUV�LQ�DFFRPPRGDWLQJ�WR

QHZ�FRQGLWLRQV��7D[�HYDVLRQ�DQG�QRQ�SD\PHQWV�WR�WKH�EXGJHW�JUHZ�FRQVLGHUDEO\��7KH

SKHQRPHQRQ�RI�³IRUJLYHQHVV´�IRU�VRPH�HFRQRPLF�DJHQWV�E\�WKH�3DUOLDPHQW�FUHDWHG�WKH�V\VWHP�RI

QRQ�FRQWULEXWLRQV�WR�WKH�EXGJHW�E\�WKH�HQWLWLHV�WKDW�SUHYLRXVO\�KRQRUHG�WKHLU�GHEWV�

'XULQJ�WKH�WUDQVLWLRQ�SHULRG�EXGJHW�H[SHQGLWXUH�LQFUHDVHG��VXEYHQWLRQV�ZHUH�JURZLQJ�DV

ZHOO�DV�H[SHQVHV�IRU�LQWHUQDO�DQG�H[WHUQDO�GHEW�VHUYLFH�E\�WKH�VWDWH��&UHGLWLQJ�RI�HQWHUSULVHV�E\�WKH

EXGJHW�DOVR�LQFUHDVHG��/DWHO\�WKH�LQFUHDVH�LQ�EXGJHW�H[SHQGLWXUHV�ZDV�DOVR�LQGXFHG�E\�SUHYLRXVO\

DFFXPXODWHG�H[SHQGLWXUH�DUUHDUV�

7KH�LQFUHDVH�LQ�WKH�ODVW�\HDUV�RI�WKH�VWDWH�GHEW��VHUYLFHG�E\�WKH�*RYHUQPHQW��ZDV�FDXVHG�DOVR

E\�WKH�QHHGV�WR�ILQDQFH�WKH�EXGJHW�GHILFLW��DQG�LW�OHDGV�WR�WKH�JURZWK�RI�H[SHQGLWXUHV�UHTXLUHG�IRU

GHEW�VHUYLFH��7KXV��VKDUH�RI�WKHVH�H[SHQGLWXUHV�LQ�WKH�YROXPH�RI�GHILFLW�KDV�ULVHQ�IURP�DERXW����

LQ������WR�DOPRVW�����LQ�������DV�D�UHVXOW�RI�JURZWK�RI�VWDWH�GHEWV�VHUYLFHG�E\�WKH�*RYHUQPHQW

IURP�����RI�*'3�WR�����IRU�WKH�UHVSHFWLYH�SHULRG�

%XGJHW�GHILFLW�ILQDQFLQJ�LV�HIIHFWHG�WKURXJK�FRPELQLQJ�LQWHUQDO�DQG�H[WHUQDO�VRXUFHV��ERWK

EHLQJ�XVHG�LQ�WKH�VDPH�SURSRUWLRQ�

,QWHUQDO�ILQDQFLQJ�LV�GRQH�E\�UHFHLYLQJ�FUHGLWV�IURP�WKH�1DWLRQDO�%DQN�DQG�E\�LVVXDQFH�RI�VWDWH

VHFXULWLHV��$ORQJ�ZLWK�WKH�GHYHORSPHQW�RI�WKH�VHFXULWLHV�PDUNHW�WKH�VWUXFWXUH�RI�LQWHUQDO�ILQDQFLQJ�KDV

FKDQJHG��EHLQJ�UHRULHQWHG�IURP�GLUHFW�1%0�OHQGLQJ�WR�WKH�*RYHUQPHQW�GXULQJ�����������WRZDUGV

DWWUDFWLQJ�FUHGLWV�IURP�WKH�1%0�DJDLQVW�VWDWH�VHFXULWLHV�GXULQJ������������0RUHRYHU��WKH�%XGJHW

/DZ�IRU������IRUHVHHQ�WKDW�1%0�ZRXOG�QRW�JUDQW�DQ\�ORDQV�IRU�ILQDQFLQJ�EXGJHW�GHILFLW�

7KXV��ILQDQFLQJ�WKURXJK�VWDWH�VHFXULWLHV�KDV�EHFRPH�D�SHUPDQHQW�LQVWUXPHQW�IRU�EXGJHW�GHILFLW

ILQDQFLQJ��,QWHUHVW�UDWH�ORZHUHG�����WLPHV�GXULQJ������������HDVLQJ�WKH�SUHVVXUH�RQ�EXGJHW�

([WHUQDO�ILQDQFLQJ�RI�EXGJHW�GHILFLW�XWLOL]HG�LQ�UHFHQW�\HDUV�KDV�FRQWULEXWHG�WR�D�UDSLG�JURZWK�RI

VWDWH�H[WHUQDO�GHEW��DOWKRXJK�WKH�FRVWV�DUH�UHODWLYHO\�ORZ��FRPSDULQJ�WR�LQWHUQDO�ILQDQFLQJ��

%XGJHW�GHILFLW�LV�D�WRRO�IRU�PHDVXULQJ�WKH�LPSDFW�RI�ILVFDO�SROLF\�RQ�WKH�HFRQRP\��3XEOLF�VHFWRU

GHILFLW�DIIHFWV�GRPHVWLF�VDYLQJV�DQG�GLPLQLVKHV�IXWXUH�OLYLQJ�VWDQGDUGV�LQ�WKH�IROORZLQJ�ZD\V�
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GRPHVWLF�LQYHVWPHQW�SOXPPHWV��IRUHLJQ�GHEW�UDLVHV��OHDGLQJ�WR�IXUWKHU�GURS�LQ�QDWLRQDO�LQFRPH��+LJK

OHYHOV�RI�SXEOLF�GHEW�DQG�EXGJHW�GHILFLW�DIIHFWV�ERWK�LQYHVWPHQW�DQG�HFRQRPLF�JURZWK�

,QWHUQDWLRQDO�SUDFWLFH�DQG�WKHRU\�VXJJHVWV�WKH�IROORZLQJ�FULWHULD�IRU�ILQDQFLDO�VWDELOLW\��ORZ

LQIODWLRQ�OHYHO��D�UDWLR�RI�VWDWH�GHEW�WR�*'3�QRW�H[FHHGLQJ������EXGJHW�GHILFLW�EHORZ����RI�*'3�

2WKHUZLVH�WKH�GHILFLW�VKRXOG�EH�JUDGXDOO\�UHGXFHG�WR�UHDFK�LQWHUQDWLRQDO�DFFHSWDEOH�OHYHOV�

'XULQJ�WKH�WUDQVLWLRQ�D�EXGJHW�GHILFLW�LV�LQHYLWDEOH��EXW�LWV�PDLQWHQDQFH�IRU�VHYHQ�VWUDLW�\HDUV

UHTXLUHV�LWV�UHGXFWLRQ�WR�����SHUFHQW�RI�*'3�LQ�WKH�QHDUHVW�IXWXUH��7KLV�LV�HVSHFLDOO\�WUXH�ZKHQ

KDYLQJ�DQ�H[FHVVLYH�OHYHO�RI�VWDWH�GHEW��ZKHQ�LWV�IXUWKHU�JURZWK�PD\�VHULRXVO\�DIIHFW�VWDWH�ILQDQFHV�

)XUWKHU�GHYHORSPHQW�RI�VWDWH�VHFXULWLHV�PDUNHW��UHIXVDO�IURP�1%0�FUHGLWV��DQG�PRGHUDWH

H[WHUQDO�ILQDQFLQJ�RI�WKH�EXGJHW�GHILFLW�DUH�WKH�REMHFWLYHV�WKDW�ZLOO�GHWHUPLQH�WKH�EXGJHW�GHILFLW

ILQDQFLQJ�IRU�����������

+LJK�FRVW�RI�LQWHUQDO�ORDQV�OHDGV�WR�D�UDSLG�LQFUHDVH�RI�GRPHVWLF�GHEW�VHUYLFLQJ�H[SHQGLWXUH�

7KXV�LQWHUQDO�ILQDQFLQJ�RI�WKH�EXGJHW�GHILFLW�VKRXOG�EH�GHWHUPLQHG�E\�WKH�QHFHVVLW\�RI�UHGXFWLRQ�RI

GRPHVWLF�LQWHUHVW�UDWHV�

7KH�SROLF\�RI�ILQDQFLQJ�IURP�GRPHVWLF�VRXUFHV�VKRXOG�EH�EDVHG�QRW�RQ�EXGJHWDU\�QHHGV��EXW

PXVW�KDYH�WKH�REMHFWLYH�WR�UHGXFH�WKH�QHJDWLYH�FRQVHTXHQFHV�RI�IRUHLJQ�GHEW�VHUYLFH�EXUGHQ�RQ

HFRQRPLF�JURZWK��%XGJHW�ORDQV�ZLOO�EH�DWWUDFWHG�IURP�WKH�WR�QRQ�EDQNLQJ�VHFWRU��GUDZLQJ�LQ�WKH

SRSXODWLRQ�DQG�RWKHU�VPDOO�LQYHVWRUV��$IWHU������WKLV�ZLOO�EHFRPH�WKH�SULQFLSDO�VRXUFH�RI�EXGJHW

GHILFLW�ILQDQFLQJ�

7KH�SROLF\�RI�DWWUDFWLQJ�IRUHLJQ�IXQGV�ZLOO�EH�RULHQWHG�WRZDUGV�WKH�DJJUDYDWLRQ�RQ�IRUHLJQ

GHEW�LQGLFHV��LWV�UDWLR�WR�*'3��LQ������LW�ZDV����RI�SHUFHQW���UDWLR�RI�IRUHLJQ�GHEW�VHUYLFH�WR

H[SRUWV�RI�JRRGV�DQG�VHUYLFHV��)ROORZLQJ�WKHVH�FRQVLGHUDWLRQV�WKH�QHZO\�DWWUDFWHG�FUHGLWV�VKRXOG

EH�XVHG�IRU�VWUXFWXUDO�DQG�VHFWRU�FKDQJHV�

6LQFH�WKH�UHSD\PHQW�RI�IRUHLJQ�GHEWV�LV�HQODUJLQJ�LQ�WKH�IROORZLQJ�\HDUV��WKH�QHW�IRUHLJQ

ILQDQFLQJ�ZLOO�EHFDPH�LQVLJQLILFDQW��RU�HYHQ�QHJDWLYH��:KLOH�KRQRULQJ�DOO�WKH�IRUHLJQ�SD\PHQW

UHTXLUHPHQWV��WKH�VKDUH�RI�SULPDU\�GHILFLW��GHILFLW�ZLWKRXW�VWDWH�GHILFLW�VHUYLFH��ZLOO�UHPDLQ�DW�WKH

VDPH�OHYHO��WDNLQJ�LQWR�DFFRXQW�WKH�GHFUHDVLQJ�EXGJHW�GHILFLW�

$�QHZ�SUREOHP��WKDW�PD\�EHFRPH�D�YHU\�VHULRXV�RQH��LV�WKH�DGPLVVLRQ�RI�ORFDO�EXGJHW

GHILFLWV��7KHLU�GUDZLQJ�RI�FRPPHUFLDO�FUHGLWV�DW�ORFDO�OHYHO�PD\�FDXVH�D�GHEW�FULVLV�RQ�WHUULWRULHV�

LPSDFWLQJ�WKH�FHQWUDO�EXGJHW��7KHUHIRUH��WKH�ORFDO�ILQDQFLQJ�SROLF\�VKRXOG�EH�VWULFWO\�FRRUGLQDWHG

E\�FHQWUDO�DXWKRULWLHV�±�WKH�OHJDO�IUDPHZRUN�VKRXOG�EH�UHYLVHG���FUHDWHG�

3XEOLF�GHEW��6LQFH�������ZLWK�ILUVW�EXGJHW�H[SHQGLWXUH�ILQDQFLQJ�SUREOHPV��WKH�SXEOLF�GHEW

DFFXPXODWLRQ�VWDUWHG��7KH�LQLWLDO�SXEOLF�GHEW�ZDV�DFFXPXODWHG�WKURXJK�GLUHFW�FUHGLWV�IURP�WKH

1%0��ZKLOH�IRUHLJQ�GHEW�DFFXPXODWLRQ�VWDUWHG�LQ������
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6LQFH������WKH�1%0�GRHV�QRW�RIIHU�FUHGLWV�IRU�EXGJHW�GHILFLW�ILQDQFLQJ��ZLWK�WKH�H[FHSWLRQ

RI�VKRUW�WHUP�ORDQV��XS�WR�RQH�\HDU��

7KH�PDMRULW\�RI�FRXQWULHV�ZLWK�PDUNHW�RULHQWHG�HFRQRPLHV�FRQVLGHU�WKH�VHFRQGDU\�PDUNHW�IRU

VHFXULWLHV�DV�D�VRXQG�HFRQRPLF�WRRO�IRU�EXGJHW�GHILFLW�ILQDQFLQJ��7KHUH�DUH�FDVHV��5XVVLD��IRU
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H[DPSOH��ZKHQ�WKHVH�WRROV�LQVXIILFLHQWO\�FRQGXFWHG�DQG�PRQLWRUHG�FUHDWH�D�VR�FDOOHG�S\UDPLG�RI�VWDWH

VHFXULWLHV��7KLV�S\UDPLG�LV�DOVR�NQRZQ�DV�WKH�PHFKDQLVP�RI�GHEW�VHOI�UHSURGXFWLRQ�DQG�FRQVLVWV�LQ�

,QFUHDVH�LQ�SULPDU\�EXGJHW�GHILFLW�!�LQFUHDVH�LQ�WKH�DPRXQW�RI�QHZ�ORDQV�!�SXEOLF�GHEW

UDLVHV�!�LQWHUHVW�UDWH�VRDUV�!�H[SHQGLWXUHV�IRU�GHEW�VHUYLFH�JURZ�!�JHQHUDO�EXGJHW�GHILFLW

H[SDQGV�!�QHHG�IRU�QHZ�FUHGLWV�!�QHZ�LQFUHDVH�LQ�WKH�SXEOLF�GHEW�!�H[SHQGLWXUHV�IRU�GHEW�VHUYLFH

JURZ�!�HWF��!�GHIDXOW«

7KH�5HSXEOLF�RI�0ROGRYD�KDV�KXJH�IRUHLJQ�GHEW�DFFXPXODWLRQV��8QIRUWXQDWHO\�LW�ZDV�QRW

XVHG�DFFRUGLQJ�WR�WKH�UXOH�RQH�EDQ�VSHQW�WRGD\�EULQJV�WZR�WRPRUURZ��EXW�DFFRUGLQJ�WR�OHW¶V�VSHQG

WRGD\��WKH\�DUH�JRQQD�JLYH�XV�PRUH�WRPRUURZ��7KH�DEVHQFH�RI�WKH�ODZ�RQ�PRQH\�ODXQGU\�DQG�WKH

WHUJLYHUVDWLRQ�RI�LWV�DGRSWLRQ�FDQQRW�EH�MXVWLILHG�

6HFXULWLHV�PDUNHW��6WDUWLQJ�$SULO������*RYHUQPHQW��UHSUHVHQWHG�E\�WKH�0LQLVWU\�RI�)LQDQFH

FRPPHQFHG�WKH�LVVXDQFH�RI�VWDWH�VHFXULWLHV�IRU�FRYHULQJ�EXGJHW�GHILFLW��)LUVW�LVVXHV�ZHUH�DW�DURXQG

����DQQXDO�LQWHUHVW�UDWHV��,QWHUHVW�UDWHV�KDYH�JUDGXDOO\�GLPLQLVKHG�UHDFKLQJ��������E\�HQG������

8QGHU�WKHVH�FLUFXPVWDQFHV�EXGJHW�GHILFLW�ILQDQFLQJ�WKURXJK�WKLV�PHFKDQLVP�ZDV�MXVWLILHG�

+RZHYHU��EHJLQQLQJ�ZLWK������WKH�*RYHUQPHQW¶V�ILQDQFLDO�VLWXDWLRQ�KDV�GHWHULRUDWHG

FRQVLGHUDEO\��WKH�LQWHUHVW�UDWHV�ZHQW�XS�UHDFKLQJ������DOWKRXJK�WKH�ORZ�OHYHO�RI�LQIODWLRQ�DQG�OHX¶V

VWDELOLW\�GLG�QRW�VHUYH�DV�D�EDVLV�IRU�ODFN�RI�FRQILGHQFH�

,Q�WKH�FRQGLWLRQV�RI�LQWHUQDO�DQG�H[WHUQDO�ILQDQFLDO�FULVLV�WKLV�SKHQRPHQRQ�FDQ�IDVWHU�OHDG�WR

D�GHIDXOW�RI�WKH�FRXQWU\��DQG�WKHUHIRUH�D�FROODSVH�RI�LQWHUQDO�ILQDQFLDO�PDUNHW��$ORQJ�ZLWK

FRQWLQXRXV�GLVWXUEDQFHV�LQ�WKH�QDWLRQDO�HFRQRP\�WKH�VWDWH�VHFXULWLHV�PDUNHW�EHFDPH�LQ������D

EXUGHQ�IRU�WKH�EXGJHW�DQG�IRU�WKH�EDQNLQJ�V\VWHP��)XUWKHUPRUH��LQ�6HSWHPEHU�2FWREHU������WKLV

VLWXDWLRQ�OHDG�WR�D�QHHG�LQ�D�GLUHFW�FUHGLWLQJ�RI�WKH�*RYHUQPHQW�E\�WKH�1DWLRQDO�%DQN�ZKLFK�ZDV

DFWXDOO\�GRQH�

%HFDXVH�RI�WKH�ILQDQFLDO�FULVLV�LQ�WKH�ZRUOG�0ROGRYD�ORVW�LW¶V�RSSRUWXQLWLHV�WR�ERUURZ�IURP�FDSLWDO

PDUNHWV�DEURDG��E\�LVVXDQFH�RI�(XURERQGV��5XVVLDQ�FULVLV�DJJUDYDWHG�HYHQ�PRUH�WKH�VLWXDWLRQ�RQ�WKH

LQWHUQDO�VHFXULWLHV�PDUNHW��0ROGRYD�IRXQG�LWVHOI�YHU\�FORVH�WR�D�GHIDXOW��,W�LV�LPSRVVLEOH�QRZ�WR�UHJDLQ

WKH�FRQILGHQFH�RI�WKH�LQYHVWRUV�DQG�DW�WKH�VDPH�WLPH�LW�LV�GDQJHURXV�IRU�WKH�*RYHUQPHQW�WR�LVVXH

VHFXULWLHV�DW�DQ\�FRVW��ZKLFK�DFWXDOO\�KDSSHQHG�LQ�5XVVLD�EHIRUH�WKH�FULVLV���7KLV�FRXOG�OHDG�WR

DFFHOHUDWLRQ�RI�WKH�SURFHVV�RI�VHOI�UHSURGXFWLRQ�RI�GHEW�UHVXOWLQJ�LQ�WKH�HQG�ZLWK�D�GHIDXOW�RI�WKH�FRXQWU\�

'XULQJ�����������WKH�SROLF\�UHJDUGLQJ�WKH�VWDWH�VHFXULWLHV�PDUNHW�VKRXOG�EH��L��RULHQWHG

WRZDUGV�UHGHPSWLRQ�RI�LVVXHG�7�%LOOV�DQG�7�%RQGV��LL��XWLOL]HG�DV�D�PHFKDQLVP�IRU�UHLPEXUVHPHQW

RI�ORDQV�UHFHLYHG�IURP�1%0�GXULQJ�����������

)LVFDO�SROLF\�LQ�����

7KH�\HDU������ZLOO�EH�\HDU�RI�ELJ�HQGHDYRUV��LQFOXGLQJ�WRXJK�DFFHSWDQFH�RI�WKH�VLPSOH

WUXWKV�RI�HFRQRPLF�UHDOLWLHV�VXFK�DV��WKDW�ZH�FDQ�QRW�FRQVXPH�ZLWKRXW�SD\LQJ��QRERG\�LV�ZLOOLQJ

WR�VXSSRUW�RU�WR�FUHGLW�VRPHRQH�HOVH�IRUHYHU��LW�LV�LPSRVVLEOH�WR�FRQWLQXRXVO\�DFFXPXODWH�H[WHUQDO

GHEW�ZLWKRXW�KDYLQJ�WKH�FDSDFLW\�WR�UHLPEXUVH�LW��PDUNHW�PHFKDQLVPV�LPSO\�UHYHQXH�GLVWULEXWLRQ

DFFRUGLQJ�WR�LQGLYLGXDO�DQG�JURXS�SHUIRUPDQFH��XQLW\�DQG�VRFLDO�VROLGDULW\�DUH�HDVLHU�WR�UHDOL]H

LQ�D�VRFLHW\�ZKLFK�LV�GRLQJ�ZHOO��LQ�RSHQ�V\VWHPV�SHUIRUPDQFHV�DUH�HVWLPDWHG�LQ�UHODWLYH�WHUPV��LW

LV�LPSRUWDQW�QRW�RQO\�ZKDW�ZH�DUH�GRLQJ��EXW�ZKDW�RXU�QHLJKERUV�DUH�GRLQJ��

7KLV�LV�DQ�H[WUDFW�IURP�WKH�LQWURGXFWRU\�SDUW�RI�WKH�(FRQRPLF�6XUYH\�QR����LVVXHG�LQ�-XO\

�����E\�&,65��7KHVH�SKUDVHV�KDYH�EHFRPH�HYHQ�PRUH�DFWXDO�DIWHU�WKH�ZRUOG�ILQDQFLDO�FULVLV��DQG

HVSHFLDOO\�WKH�5XVVLDQ�FULVLV�IURP�$XJXVW������

&RQVHTXHQFHV�RI�WKLV�FULVLV�IRU�0ROGRYDQ�HFRQRP\��HVSHFLDOO\�IRU�WKH�EXGJHW��DUH�GLIILFXOW

WR�EH�H[SUHVVHG�LQ�ILJXUHV��,W�LV�WKRXJK�FOHDU�WKDW��0ROGRYDQ�H[SRUWHUV�KDYH�WR�VWRUH�WKH�SURGXFHV

FRPPRGLWLHV��WR�VXSSO\�WKH�JRRGV�ZLWKRXW�D�FHUWDLQW\�WKDW�WKH\�ZLOO�JHW�SDLG�IRU�WKLV��WR�KDOW�WKH
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SURGXFWLRQ�RI�JRRGV�IRU�WKH�&,6�PDUNHWV��HVSHFLDOO\�IRU�5XVVLD��&RVWV�RI�WKLV�SKHQRPHQRQ�FDQ

JHQHUDWH�VRRQ�D�ULVH�LQ�XQHPSOR\PHQW�DQG�PXFK�KLJKHU�VRFLDO�FRVWV�

7KH�EXGJHW�ZLOO�QRW�UHFHLYH�WKRVH�UHYHQXHV�SUHYLRXVO\�IRUHFDVWHG��UHIHUULQJ�WR�WKH�9$7

�9$7�ZLWK�5XVVLD�LV�FDOFXODWHG�RQ�WKH�EDVLV�RI�WKH�FRXQWU\�RI�RULJLQ���H[FLVHV��LQFRPH�WD[�

+RZHYHU��WKHUH�DUH�DOVR�RWKHU�FDXVHV��RWKHU�WKDQ�FULVLV�UHODWHG��ZKLFK�EORFN�WKH�0ROGRYDQ

H[SRUWV��LQWURGXFWLRQ�RI�DQ�LPSRUW�VXUFKDUJHV�E\�5XVVLD�DQG�5RPDQLD��7KXV��0ROGRYDQ

SURGXFWLRQ�VXGGHQO\�EHFDPH�QRQ�FRPSHWLWLYH��$W�WKH�VDPH�WLPH�LPSRUWV�LQWR�0ROGRYD�DUH�ULVLQJ�

EHFDXVH�WKH�LPSRUW�UHJLPH�LV�TXLWH�OLEHUDO��ZKLOH�%DODQFH�RI�3D\PHQWV�KDV�SHUVLVWHQW�SUREOHPV��,Q

WKH�HQG�VWDWH�EXGJHW�KDV�ORVVHV��RU�VLPSO\�VSHDNLQJ�WKH�EXGJHW�H[SHQGLWXUH�DUUHDUV�DUH�LQFUHDVLQJ�

6XJJHVWLRQV�IRU�WKH�ILVFDO�SROLF\

,Q�RUGHU�WR�LPSOHPHQW�D�VXFFHVVIXO�ILVFDO�SROLF\�LW�LV�H[WUHPHO\�LPSRUWDQW�WR�GHOLPLW�WKH
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