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�����,QHUWLDO���SHVVLPLVWLF�VFHQDULR���������������������������������������������������������������������� ��

���0$&52(&2120,&�02'(/,1*����������������������������������������������������������������� ��

�����)ORZ�RI�)XQGV�PRGHO���������������������������������������������������������������������������������� ��

�����0RGHOLQJ�WKH�EXGJHW�UHYHQXHV�������������������������������������������������������������������� ��

�����6PDOO�RSHQ�HFRQRP\��FRQFLVH�PDFURHFRQRPLF�PRGHO��������������������������������� ��

���$11(;(6������������������������������������������������������������������������������������������������������� ��
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�����&RUUXSWLRQ�SKHQRPHQRQ��LQFUHDVLQJ�WKUHDW�IRU�WKH�HFRQRP\������������������������ ��

�����&KDQJH�LQ�(XURPRQH\�FRXQWU\�ULVN�UDWLQJ�RI�0ROGRYD�
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7KH�\HDU������ZLOO�EH�IRU�WKH�5HSXEOLF�RI�0ROGRYD�DW�D�FURVVURDG��7KH

,��6WXU]D�&DELQHW�LQ�LWV�SURJUDP�WRRN�WKH�ZD\�WR�D�³QHZ�HFRQRPLF�SROLF\´��ZKLFK

PRUH�KDUPRQLRXVO\�FRPELQHV�WKH�VRFLDO�FRPSRQHQWV��VWUXFWXUDO�UHIRUPV�DQG�DFWLRQV

LQ�WKH�ILQDQFLDO�VHFWRU��7KH�SURJUDP�ZDV�EDFNHG�E\�WKH�3DUOLDPHQW��LQWHUQDWLRQDO

ILQDQFLDO�RUJDQL]DWLRQV�DQG�LW�LV�PRUH�DFFHSWDEOH�IRU�WKH�SRSXODWLRQ�

7KH�HQG�RI�WKH�ILUVW�URXQG�RI�UHIRUPV��IURP�WKH�FULVLV�RI���������WR�WKH�FULVLV�RI

������KDG�D�GUDPDWLF�LPSDFW�RQ�WKH�5HSXEOLF�RI�0ROGRYD��WKURXJK�WKH�HYHQWV�RI�WKH

ODVW�\HDU��ERWK�LQWHUQDOO\�±�LQ�WHUPV�RI�HFRQRPLF�GHFOLQH�UHVXPLQJ�DIWHU�D�SRVLWLYH

EUHDN�RI��������VDODULHV�DQG�SHQVLRQV�DUUHDUV�DFFXPXODWLRQ���H[WUHPHO\�ORZ�LQIORZ�RI

IRUHLJQ�LQYHVWPHQWV��GHFOLQH�RI�H[SRUWV��IRU�WKH�ILUVW�WLPH�DIWHU��������DV�ZHOO�DV

H[WHUQDOO\��GXH�WR�ILQDQFLDO�FULVLV�LQ�5XVVLD�DQG�H[WUHPHO\�KLJK�OHYHO�RI�IRUHLJQ�GHEW�

8OWLPDWHO\��D�JRYHUQPHQW�FULVLV�XQOHDVKHG��ZKLFK�HQGHG�DV�ODWH�DV�LQ�0DUFK������

JUDQWLQJ��LQ�WKH�HQG��D�FKDQFH�WR�WKH�&DELQHW�RI�WKH�³\RXQJ�UHIRUPHUV´�

7KH�FRQWHQWV�RI�WKH�SUHVHQW�VXUYH\�³0ROGRYD�LQ�WUDQVLWLRQ´�WDNHV�LQWR

FRQVLGHUDWLRQ�WKH�SDUWLFXODULWLHV�RI�WKH�PRPHQW�DQG�LQFOXGHV��HYDOXDWLRQ�RI�WKH

OHVVRQV�RI������DQG�SUREOHPV��WKDW�UHTXLUH�ILUVW�SULRULW\�UHVROXWLRQ��VFHQDULRV�RI�WKH

SRWHQWLDO�VKRUW�UXQ�VRFLDO�HFRQRPLF�GHYHORSPHQW�RI�WKH�FRXQWU\��PRGHOLQJ�RI�PDFUR�

HFRQRPLF�LQGLFDWRUV�DQG�SURFHVVHV��PRVW�LPSRUWDQW�IRU�HQKDQFLQJ�WKH�UHVXOWV�RI�WKH

UHIRUP�

7KLV�VXUYH\�KDV�EHHQ�SUHSDUHG�LQ�WKH�IUDPHZRUN�RI�WKH�81'3�:%�SURMHFW

³6WUDWHJ\�IRU�'HYHORSPHQW´��7KH�RSLQLRQV�DQG�FRQFOXVLRQV�SUHVHQWHG�LQ�WKLV�VWXG\

HQWLUHO\�EHORQJ�WR�WKHLU�DXWKRUV�DQG�GR�QRW�QHFHVVDULO\�H[SUHVV�WKH�YLHZSRLQW�RI�WKH

RUJDQL]DWLRQV�ZKLFK�ILQDQFH�WKH�UHVHDUFK�RU�RI�0ROGRYDQ�VWDWH�VWUXFWXUHV��,Q�WKH

GUDIWLQJ�RI�WKH�HGLWLRQ�GDWD�IURP�WKH�0LQLVWU\�RI�(FRQRP\�DQG�5HIRUPV��0LQLVWU\�RI

)LQDQFH��1DWLRQDO�%DQN�RI�0ROGRYD��'HSDUWPHQW�RI�6WDWLVWLFV�DQG�6RFLRORJLFDO

$QDO\VLV��7$&,6�SURMHFW�³0ROGDYLDQ�(FRQRPLF�7UHQGV´�ZDV�XWLOL]HG�

7KH�DXWKRUV�RI�WKH�HGLWLRQ�DUH��&,65�H[SHUWV�±�$QGUHL�&DQWHPLU������/LOLD

&DUDúFLXF����������������6HUJLX�*DOHDUVFKL�����������$QDWRO�*XGvP������$QGUHL

0XQWHDQX������9HDFHVODY�1HJUX D��������������2OHJ�3HWUXúLQ����������������$XUHOLD

3ULSD������2FWDYLDQ�ùFHUED FKL��������������DV�ZHOO�DV�&$6(��&HQWHU�IRU�6RFLDO�DQG

(FRQRPLF�5HVHDUFK��:DUVDZ��3RODQG��FRQVXOWDQWV�±�3URI��&RQVWDQWLQ�=DPDQ�DQG

$UWXU�5DG]ZLOO�������

��������7HDP�OHDGHU�RI�WKH�81'3�:%�3URMHFW�³6WUDWHJ\�IRU�'HYHORSPHQW´�±

3URI��-HU]\�2VLDW\QVNL�

:H�LQYLWH�\RX�WR�FROODERUDWLRQ�
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,Q�VRFLDO�HFRQRPLF�UHVSHFW��WKH�SDVW�\HDU�ZDV�IRU�WKH�5HSXEOLF�RI�0ROGRYD�DQ�\HDU�RI

GLVDSSRLQWPHQW��7KH�DVVXPSWLRQ�WKDW�LQ�WKH�HQG�SUHPLVHV�IRU�HFRQRPLF�JURZWK�ZHUH�FUHDWHG

GLG�QRW�EHFRPH�WUXH��3RVLWLYH�VLJQDO�RI�������*'3���������JURZWK�RI�LQGXVWULDO�DQG

DJULFXOWXUDO�RXWSXW��UHGXFWLRQ�RI�VWDWH�DUUHDUV�IRU�VDODULHV�DQG�SHQVLRQV�QRZ�KDYH�UHPDLQHG

LQ�WKH�UHFRUGV�RI�WKH�WUDQVLWLRQ�HFRQRP\�MXVW�DV�D�VWDWLVWLFDO�HSLVRGH��7KH�3UHVLGHQW�DQG�WKH

SROLWLFDO�HOLWH�RI�0ROGRYD�VXFFHHGHG�LQ�DFKLHYLQJ�FHUWDLQ�SURJUHVV�LQ�WHUPV�RI�IRUHLJQ�SROLF\�

WKH�3DUOLDPHQW�ZDV�HOHFWHG�RQ�PXOWL�SDUW\�EDVLV��0DUFK�������DQG�D�QHZ�*RYHUQPHQW�ZDV

IRUPHG��RULHQWLQJ�LWV�SURJUDP�WRZDUGV�UHIRUPV�

5HJUHWIXOO\��WKH�EUHDN�LQ�UHIRUPV��XQGHUWDNHQ�E\�WKH�3DUOLDPHQW�LQ�����������DQG�WKH

IROORZLQJ�IUHH]LQJ�RI�WKH�UHODWLRQVKLSV�ZLWK�,0)�DQG�:%�OHG�WR�HQKDQFHG�VWUXFWXUDO

GLVSURSRUWLRQV��JURZWK�RI�LQWHUQDO�DQG�H[WHUQDO�GHEWV��GHHSHQLQJ�RI�WKH�EXGJHW�FULVLV�

UHGXFWLRQ�RI�FDVK�LQIORZV�IURP�H[SRUWV��DQG�D�IXUWKHU�DJJUDYDWLRQ�RI�VRFLDO�VLWXDWLRQ��$IWHU

$XJXVW������WKRVH�SUREOHPV�ZHUH�GHHSHQHG�E\�WKH�5XVVLDQ�ILQDQFLDO�FULVLV��ZKLFK�EHFDPH�D

FDWDO\VW�RI�QHJDWLYH�SURFHVVHV��VXFK�DV�UHGXFWLRQ�RI�IRUHLJQ�H[FKDQJH�UHVHUYHV�RI�WKH�1%0�

PRQHWDU\�DQG�EDQNLQJ�V\VWHP�GLVEDODQFHV��SDUDO\VLV�RI�SURGXFWLRQ�DQG�H[SRUWV��VWLOO�KHDYLO\

H[SRVHG�WR�WKH�(DVWHUQ�PDUNHW�

7KH�HFRQRPLF�VHFXULW\�RI�WKH�5HSXEOLF�RI�0ROGRYD�ZDV�DW�VWDNH��DQG�IURP�WKH�ILUVW

WLPH�VLQFH�WKH�HDUO\�µ��V��WKLV�SUREOHP�ZDV�H[DPLQHG��'HF��������E\�WKH�6HFXULW\�&RXQFLO

XQGHU�WKH�DXVSLFHV�RI�WKH�3UHVLGHQW�RI�0ROGRYD�

/HVVRQV�RI�������7KH�HYHQWV�DQG�UHVXOWV�RI������VKRZ�WKH�IDLOXUH�RI�WKH�VHFRQG

DWWHPSW�RI�VWDELOL]DWLRQ�RI�WKH�QDWLRQDO�HFRQRP\��7KH�ILUVW�RQH�������������ZDV�UDWKHU

VXFFHVVIXO��LQIODWLRQ�VXSSUHVVLRQ��QDWLRQDO�FXUUHQF\�VWDELOL]DWLRQ��PDVV�SULYDWL]DWLRQ�

FRPPHQFLQJ�RI�LQGXVWULDO�HQWHUSULVHV�UHVWUXFWXULQJ���7KH�VHFRQG�DWWHPSW��������FDUULHG�RXW

E\�WKH�*RYHUQPHQW��EDVLFDOO\�XVLQJ�DGPLQLVWUDWLYH�PHWKRGV��SUHVVXUHV�RQ�WD[�FROOHFWLRQ��VDOH

RI�MHW�ILJKWHUV��HWF����DQG�KDYLQJ�ZHDN�OHJDO�VXSSRUW�IURP�WKH�3DUOLDPHQW��IDLOHG�EHFDXVH�RI

WKH�DFFUXHG�GRPHVWLF�VWUXFWXUDO�GLVSURSRUWLRQV��ODFN�RI�VWUXFWXUDO�FKDQJHV�DW�WKH�PLFUR�

HFRQRPLF�OHYHO��ZHDNQHVV�RI�WKH�VWDWH�PDQDJHPHQW�V\VWHP��DQG�DIWHU�DXWXPQ��������EHFDXVH

RI�WKH�GHVWUXFWLYH�LPSDFW�RI�WKH�5XVVLDQ�ILQDQFLDO�FULVLV��1HLWKHU�WKH�IRUHFDVW�RI�WKH

*RYHUQPHQW��QRU�WKDW�RI�WKH�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�EHFDPH�WUXH�

7KH�RIILFLDO�VWDWLVWLFV�UHJLVWHUHG�LQ�������PLQXV������RI�UHDO�*'3�DQG�PLQXV�����RI

ERWK�LQGXVWULDO�DQG�DJULFXOWXUH�RXWSXW��7KXV��WKH�ILUVW�URXQG�RI�UHIRUP�±�IURP�WKH�FULVLV�RI

��������WR�WKH�FULVLV�RI������±�ZDV�FRPSOHWHG��KRZHYHU�QRW�LQ�WKH�EHVW�PDQQHU���$IWHU��

\HDUV�RI�UHIRUPV�WKH�5DQNLQJ�/LVW�RI�WKH�:RUOG�%DQN�SRVWHG�0ROGRYD�RQ�WKH����WK�SODFH

DPRQJVW�����FRXQWULHV��LQ�WHUPV�RI�*'3�SHU�FDSLWD��LQFOXGLQJ�LW�WR�WKH�JURXS�RI����³/RZ

LQFRPH�FRXQWULHV´���$W�WKH�VDPH�WLPH��DOO�RWKHU�FRXQWULHV�RI�WKH�6RXWK�(DVWHUQ�(XURSH

�$OEDQLD��%XOJDULD��0DFHGRQLD��5RPDQLD��7XUNH\��8NUDLQH�DQG�<XJRVODYLD��ZHUH�LQFOXGHG

LQ�WKH�JURXS�ZLWK�KLJKHU�LQFRPHV��,Q�DFFRUGDQFH�ZLWK�WKH�81'3�HYDOXDWLRQ��������DERXW

����RI�WKH�SRSXODWLRQ�RI�0ROGRYD�KDYH�LQFRPHV�ZRUWK�OHVV�WKDQ�86����SHU�GD\��ZKHUHDV

WKH�LQFRPH�GLVFUHSDQF\�EHWZHHQ�ZHDOWKLHVW�����DQG�SRRUHVW�����UHDFKHG������IROG��LQ

���������IROG��

�����������������������������������������������
��)RU�PRUH�GHWDLOV�VHH�³0ROGRYD�LQ�7UDQVLWLRQ´��&,65�(FRQRPLF�6XUYH\�1R����1RY��������SS�����
��:RUOG�'HYHORSPHQW�5HSRUW������������SS���������
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5HDO�*'3�JURZWK�UDWH ������ ����� ����� ���� ����� �����

1RPLQDO�*'3��H[FO��7UDQVQLVWULD���OHL�PLOOLRQ ���� ���� ���� ���� ���� �����

1RPLQDO�*'3��86'�PLOOLRQ ���� ���� ���� ���� ���� ����

*'3�SHU�FDSLWD��86' ��� ��� ��� ��� ��� ���

([SRUW��IRE���86'�PLOOLRQ ��� ��� ��� ��� ��� ���

����([SRUW��\U�\U ������ ������ ������ ������ ����� ������

,PSRUW��IRE���86'�PLOOLRQ ��� ��� ���� ���� ���� ���

����,PSRUW��\U�\U ������ ������ ������ ������ ����� �����

7UDGH�EDODQFH��86'�PLOOLRQ ����� ��� ���� ���� ������ ����

&XUUHQW�DFFRXQW��86'�PLOOLRQ ��� ���� ���� ���� ���� ����

����DV���RI�*'3 ����� ����� ������ ������ ������ ������

)RUHLJQ�GLUHFW�LQYHVWPHQWV��86'�PLOOLRQ �� �� �� �� �� ���

����DV���RI�*'3 ���� ���� ���� ���� ���� �����

6WRFN�RI�IRUHLJQ�GHEW���86'�PLOOLRQ ��� ��� ��� ���� ��� ���

����DV���RI�*'3 ����� ����� ����� ����� ����� �����

1%0�JURVV�IRUH[�UHVHUYHV��86'�PLOOLRQ ��� ��� ��� ��� ��� ���

1%0�UH]��,Q�PRQWKV�RI�LPSRUWV�RI�*)6 ���� ���� ���� ���� ���� ����

,QWHUQDO�GHEW��PLOOLRQ�OHL ��� ��� ��� ��� ���� ����

%XGJHW�EDODQFH�DV���RI�*'3 ������ ����� ����� ����� ����� �����

$QQXDO�LQIODWLRQ�UDWH��HQG�SHULRG� ������ ����� ����� ����� ����� �����

(QG�\HDU�H[FKDQJH�UDWH��OHL��86' ���� ���� ���� ���� ���� �����

$YHUDJH�H[FKDQJH�UDWH��OHL��86' ���� ��� ��� ��� ��� ���

1RPLQDO�HQG�\HDU�DSSUHFLDWLRQ����GHSUHFLDWLRQ�����0'/�86' ±����� ±���� ±���� ±���� ±����� ±�����

1RPLQDO�HQG�\HDU�DSSUHFLDWLRQ����GHSUHFLDWLRQ�����86'�0'/ ±����� ±���� ±���� ±���� ±����� ±�����

5HDO�HQG�\HDU�DSSUHFLDWLRQ����GHSUHFLDWLRQ��� ������ ������ ������ ������ ±����� ±�����

([WHUQDO�WUDGH�GDWD�IRU������LV�HVWLPDWHG

0$,1�0$&52(&2120,&�,1',&$7256

$FFRUGLQJ�WR�ORFDO�DQG�IRUHLJQ�H[SHUWV��WKH�PDLQ�UHDVRQ�IRU�SRRU�HFRQRPLF

SHUIRUPDQFH�ZDV�WKDW�GXULQJ�WKH�SDVW�����\HDUV�WKHUH�ZDV�D�YDFXXP�RI�SRZHU�LQ�0ROGRYD��

D�SROLWLFDO�ZLOO�WRZDUGV�UHIRUPV¶�FRQWLQXDWLRQ�KDV�ZHDNHQHG��WKHUH�ZDV�QR�XQLW\�RI�DFWLRQV

RI�WKH�3UHVLGHQW��3DUOLDPHQW�DQG�*RYHUQPHQW��QRQ�HQIRUFHPHQW�RI�ODZV��FRUUXSWLRQ�RI�VWDWH

VWUXFWXUHV�DQG�D�FRQVLGHUDEOH�SDUW�RI�WKH�HFRQRP\�VKLIWHG�LQWR�WKH�³VKDGH´�

,W�LV�VLJQLILFDQW��WKDW�WKH�\HDUO\�UHVHDUFK�RI�WKH�+HULWDJH�)RXQGDWLRQ��86$��VKRZV�WKDW

WKH�,QGH[�RI�(FRQRPLF�)UHHGRP��,()��IRU�0ROGRYD�KDV�LPSURYHG�VLJQLILFDQWO\�LPSURYHG�LQ

WKH�ILUVW�KDOI�RI�WKH�µ��V��SULFH�DQG�WUDGH�OLEHUDOL]DWLRQ��TXDOLW\�RI�PRQHWDU\�SROLF\��RSHQQHVV

RI�WKH�FRXQWU\�WR�IRUHLJQ�LQYHVWPHQWV��HWF���DQG�WKH�UDWLQJ�RI�WKH�FRXQWU\�URVH�IURP�WKH��WK

IURP�WKH�HQG��WR�WKH���WK�SODFH�DPRQJ�����UHYLHZHG�FRXQWULHV��+RZHYHU��GXULQJ�WKH�UHFHQW

WKUHH�\HDUV��WKH�,()�IRU�0ROGRYD�VWRRG�XQFKDQJHG�±�������,()¶����6LQJDSRUH�������,UHODQG�

������(VWRQLD�������+XQJDU\�������5RPDQLD������«�&XED��1RUWK�.RUHD�������

7KH�HYHQWV�RI������GLVVLSDWHG�WKH�LOOXVLRQV�LQ�WKH�FRXQWU\��%RWK�WKH�*RYHUQPHQW�DQG

WKH�SRSXODWLRQ�XQGHUVWRRG��WKDW�WKH�PRQHWDU\�SROLF\�DORQH�FRXOG�QRW�HQVXUH�D�VRXQG

PDFURHFRQRPLF�VWDELOLW\��ZKLOH�EDVLF�LQVWLWXWLRQDO�DQG�VWUXFWXUDO�UHIRUPV�ZHUH

SURFUDVWLQDWHG��LQFRQVLVWHQW��DQG�VRPHWLPHV�HYHQ�UHYHUVHG�

6R��ZKDW�VWDELOL]LQJ�IDFWRUV�KDYH�EHHQ�DSSOLHG�LQ�WKH�HFRQRP\�RI�0ROGRYD�VR�IDU"

$PRQJ�PDLQ�RI�WKHP�DUH���L��QRQ�SD\PHQWV��EDUWHU�WUDGH��FOHDULQJ�±�ZKLFK�VHUYHG�DV�D

PHFKDQLVP�RI�D�QRQ�PRQHWDU\�RSHUDWLQJ�HQYLURQPHQW�RI�WKH�UHDO�VHFWRU�HQWHUSULVHV��QRQ�

GHSHQGLQJ�RQ�FDVK�IORZV�DQG�SULFLQJ�VLJQDOV���LL��FDVK�LQIORZV�IURP�DEURDG��LQ�WKH�IRUP�RI

ORDQV���LLL��ULVLQJ�LPSRUW��GXH�WR�D�FRQFHQWUDWLRQ�RI�GLVSRVDEOH�IXQGV�DW�D�³OLRQ�VKDUH´�RI

HFRQRPLF�DJHQWV��UHVXOWLQJ�D�FRPELQDWLRQ�RI�WKH�HIIHFWV�RI�ILUVW�WZR�IDFWRUV�
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7R�D�OHVVHU�H[WHQW�WKHUH�ZHUH�SRVLWLYH�IDFWRUV�RI�WKH�LQVWLWXWLRQDO�DQG�VWUXFWXUDO�FKDQJHV�

7KLV�SHUWDLQV�ILUVW�RI�DOO�WR�WKH�GHOD\��XS�WR�WKH�DXWXPQ�RI�������LQ�DGRSWLQJ�E\�WKH�3DUOLDPHQW�RI

WKH�DPHQGPHQWV�WR�WKH�/DQG�&RGH��ODZV�RQ�HQHUJ\�FRPSOH[�UHRUJDQL]DWLRQ��RQ�EDQNUXSWF\�

SHQVLRQ�UHIRUP��DGPLQLVWUDWLYH�WHUULWRULDO�UHIRUP��HWF��7KH�ZRUN�RQ�&LYLO�&RGH�LV�JRLQJ�RQ

DOUHDG\�IRU�WKH��WK�����\HDU��$�VHULRXV�GHPRQRSROL]DWLRQ�KDV�QRW�WDNHQ�SODFH�LQ�DJUR�EXVLQHVV�

HQHUJ\�GHOLYHU\��WUDQVSRUW�DQG�SKDUPDF\�VHFWRUV��7KH�YRXFKHU�SULYDWL]DWLRQ�GLG�QRW�SURYLGH�WKH

HQWHUSULVHV�ZLWK�DQ�HIIHFWLYH�V\VWHP�RI�FRUSRUDWH�PDQDJHPHQW�DQG�GLG�QRW�JLYH�WKHP�RZQHUV

ZLWK�VWDEOH�PRWLYDWLRQ�WRZDUGV�LQYHVWPHQW�DQG�GHYHORSPHQW��,Q�PDQ\�FDVHV�WKLV�LPSHGHG

UHVWUXFWXULQJ�RI�WKH�LQGXVWULDO�HQWHUSULVHV��ZKLFK��DV�ZHOO�NQRZQ��VWDUWHG�LQ���������DIWHU�PDVV

SULYDWL]DWLRQ��ZKHUHDV�LQ�WKH�DJUDULDQ�VHFWRU��HQHUJ\�VHFWRU�DQG�RWKHU�EUDQFKHV�RI�WKH

LQIUDVWUXFWXUH�LW�VWDUWHG�HYHQ�ODWHU��%DQNUXSWF\�SURFHGXUHV�DV�PHDQ�RI�HQWHUSULVHV¶�ILQDQFLDO

UHFRYHU\�ZLOO�EH�XQOHDVKHG��DSSDUHQWO\��RQO\�WKLV�\HDU�

,QHIILFLHQW�OHJDO�UHJXODWLRQ�RI�YDULRXV�DVSHFWV�RI�WKH�HFRQRPLF�OLIH�LQ�FRQMXQFWLRQ�ZLWK

XQUHIRUPHG�VWDWH�PDFKLQHU\�HQFRXUDJHG�HPHUJHQFH�RI�FRUUXSWLRQ�DQG�RUJDQL]HG�FULPH�

KLQGHULQJ�WKH�SULYDWH�EXVLQHVV�VHFWRU��$�FRQVLGHUDEOH�SDUW�RI�WKH�EXVLQHVV�DFWLYLWLHV�VKLIWHG�WR

VKDGRZ�HFRQRP\��ZKHUH�WKH�RZQHUVKLS�ULJKW�SURWHFWLRQ��FRQWUDFW�H[HFXWLRQ��HWF��DUH

SURYLGHG�DOUHDG\�EDVHG�RQ�GLIIHUHQW�QRUPV�DQG�PHWKRGV�

/DFN�RI�D�UHDO�FRQWURO�RI�VWDWH�RIILFLDOV¶�DFWLYLWLHV��QRQ�VDQFWLRQLQJ�RI�WKRVH�QRW

FRPSO\LQJ�ZLWK�WKH�ODZ��DQG�RQ�WKH�RWKHU�KDQG�FRQVLGHUDEOH�DUUHDUV�RQ�VDODULHV�RI�VWDWH

HPSOR\HHV�FRQWULEXWHG�HVVHQWLDOO\�WR�H[WHQVLRQ�RI�FRUUXSWLRQ�LQ�WKH�5HSXEOLF�RI�0ROGRYD�

$Q\�DPHQGPHQW�WR�DFWLQJ�OHJLVODWLRQ�GRHV�QRW�KDYH�DQ\�SRVLWLYH�H[SHFWHG�HIIHFWV�GXH�WR�WKH

LPSDFW�RI�FRUUXSWLRQ��WKH�VRFLHW\�GRHV�QRW�GHYHORS�DFFRUGLQJ�WR�PDUNHW�HFRQRP\�UXOHV�

WKHUH�DUH�QR�FRPSHWLWLRQ�DQG�SURJUHVV�LQ�XWLOL]LQJ�WKH�GLVSRVDEOH�UHVRXUFHV��VWDWH�GHEW�JURZV

VSRQWDQHRXVO\��SDXSHUL]DWLRQ�RI�WKH�VRFLHW\�GHHSHQV��WKHUH�LV�D�GHFUHDVH�RI�SRSXODWLRQ¶V

FRQILGHQFH�LQ�WKH�VWDWH�DQG�FRQIOLFW�VLWXDWLRQV�HPHUJH�

,W�LV�KDUG�WR�WUXVW�WKH�LQIRUPDWLRQ�RQ�WKH�DFWLYLW\�RI�WKH�FRQWURO�RUJDQV��ZKHQ�WKH

HPSOR\HHV�RI�WKRVH�ERGLHV�GLG�QRW�UHFHLYH�VDODULHV�IRU�����PRQWKV��)RU�WKHP�DFFHSWLQJ

EULEHV�EHFRPHV�WKH�RQO\�VRXUFH�RI�VXUYLYLQJ��7KDW�LV�ZK\��VWDUWLQJ�IURP������WKH�GDWD�RQ

FULPLQDO�VWDWLVWLFV��LQFOXGLQJ�WKDW�UHJDUGLQJ�WKH�HFRQRPLF�FULPHV�EHFRPHV�PRUH�³RSWLPLVWLF´�

7KHUHIRUH��ZLWK�WKH�EHJLQQLQJ�RI�������RIILFLDO�GDWD�UHJDUGLQJ�WKH�UHVXOWV�RI�DXGLWV�DQG

LQVSHFWLRQV�UHSRUW�D�³GLPLQXWLRQ´�RI�WKH�DYHUDJH�DPRXQW�RI�ILVFDO�HYDVLRQ�UHJLVWHUHG�SHU�WD[

SD\HU��$OVR��LQ������WKHUH�ZHUH�UHJLVWHUHG������YLRODWLRQV�RI�HFRQRPLF�DQG�ILQDQFLDO

OHJLVODWLRQ��E\�����OHVV�WKDQ�LQ�������ORVVHV�EHLQJ�HVWLPDWHG�DW�����PLOOLRQ�OHL��&KLúLQ�X�&LW\

3ROLFH�PDUNHG�D�����GHFOLQH�LQ�UHJLVWHUHG�FULPHV��DOWKRXJK�����FDVHV�RI�FULPLQDO�ILOHV

FRQFHDOLQJ�ZHUH�GLVFRYHUHG��%\�WKH�EHJLQQLQJ�RI������VWDWLVWLFDO�GDWD�RI�WKH�0LQLVWU\�RI

,QWHUQDO�$IIDLUV�VKRZV�DQ�������LQFUHDVH�LQ�WKH�WRWDO�DPRXQW�RI�FULPHV��DIWHU�D�GHFUHDVH�RI

�����DQQRXQFHG�DW�WKH�HQG�RI������

$�YLFLRXV�FLUFOH�LV�EHLQJ�FUHDWHG��FRUUXSWLRQ�o�HFRQRPLF�GHFOLQH�o�VKRUWDJH�RI�IXQGV

LQ�WKH�EXGJHW�o�DUUHDUV�WR�VWDWH�ZDJH�HDUQHU�VDODULHV�o�FRUUXSWLRQ�JURZLQJ�

2QO\�FRUUXSWLRQ�FRXOG�EH�DQ�H[SODQDWLRQ�RI�WKH�IDFW��WKDW�WKH�5HSXEOLF�RI�0ROGRYD

LPSRUWV�QDWXUDO�JDV�DW�D�SULFH�PXFK�KLJKHU�WKDQ�WKH�ZRUOG�SULFH��DQG�DW�WKH�VDPH�WLPH�LW�GRHV

QRW�FKDUJH�IHHV�IRU�JDV�WUDQVLW�WKURXJK�LWV�WHUULWRU\��IRU�LQIRUPDWLRQ�ZH�ZRXOG�OLNH�WR�VWUHVV

WKDW�WKH�FROOHFWHG�DPRXQW�IRU�JDV�WUDQVLW�WKURXJK�WKH�8NUDLQH�FRXOG�EH�FRPSDUDEOH�ZLWK�WKH

*'3�RI�0ROGRYD���0RUH�VWUDQJH�VHHPV�WR�EH�WKH�IDFW��WKDW�RQ�WKH�WHUULWRU\�RI�0ROGRYD

�ULJKW�EDQN�RI�WKH�ULYHU�1LVWUX��WKHUH�DUH�QR�JDV�PHWHUV��WKHUHIRUH�WKH�YROXPH�RI�FRQVXPHG
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JDV�LV�HVWLPDWHG�EDVHG�RQ�WKH�GDWD�RI�WKH�QHLJKERULQJ�FRXQWULHV��FRQQHFWHG�WR�WKH�VDPH

SLSHOLQH�

)LQDQFLDO�VHFWRU�SUREOHPV��7KH�VLWXDWLRQ�LQ�WKH�ILQDQFLDO�VHFWRU�GXULQJ������ZDV

TXLWH�WURXEOHVRPH��+HUH�DUH�WKH�FRQFOXVLRQV�GUDZQ�ZLWK�UHVSHFW�WR�WKH���PDLQ�SROLF\

RULHQWDWLRQV�±�1%0¶V�LQWHUYHQWLRQV�LQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW�IRU�VXSSRUWLQJ�WKH

QDWLRQDO�FXUUHQF\��IRUHLJQ�GHEW�VHUYLFLQJ��DQG�LQWHUQDO�GHEW�

1%0�LQWHUYHQWLRQV�LQ�WKH�);�PDUNHW��(YHQ�EHIRUH�WKH�5XVVLDQ�FULVLV�EHJDQ��DQ

DODUPLQJ�VLJQ�UHSUHVHQWHG�PDVVLYH�VDOHV�RI�KDUG�FXUUHQF\�E\�WKH�1%0�DW�WKH�,QWHUEDQN

)RUHLJQ�&XUUHQF\�([FKDQJH��)RU�WKH�ILUVW�WLPH�VLQFH�WKH�LQWURGXFWLRQ�RI�WKH�QDWLRQDO

FXUUHQF\�1%0¶V�QHW�WUDQVDFWLRQV�DW�WKH�%RXUVH�ZHUH�QHJDWLYH�IRU�PDQ\�PRQWKV�LQ�D�URZ

GXULQJ�-DQXDU\�-XO\�������,Q�WRWDO�1%0�VROG����P�PRUH�WKDQ�ERXJKW�GXULQJ�WKLV�WLPH��6XFK

D�UHGXFWLRQ�RI�FHQWUDO�EDQN¶V�KDUG�FXUUHQF\�UHVHUYHV�FRXOG�KDYH�KDG�D�VHULRXV�LPSDFW�RQ�WKH

H[FKDQJH�UDWH�HYHQ�LI�QR�5XVVLDQ�FULVLV�ZDV�VXSSRVHG�WR�KDSSHQ�

7KHQ��ULJKW�DIWHU�WKH�FULVLV�VWDUWHG��1%0�LQWHUYHQHG�PDVVLYHO\�DW�WKH�%RXUVH�GHIHQGLQJ

WKH�OHX��LQ�VSLWH�RI�ZDUQLQJV�IURP�,0)�DQG�RWKHUV���DQG�RQO\�GXULQJ�$XJXVW�2FWREHU������LW

EOHZ�RXW�DQRWKHU����P�RXW�RI�LWV�UHVHUYHV��7KXV��WRWDO�ORVVHV�UHDFKHG�DOPRVW�����P�

6WDUWLQJ�1RYHPEHU���������WKH�1%0�GHFLGHG�WR�ZLWKGUDZ�IURP�VHOOLQJ�KDUG�FXUUHQF\

DW�WKH�,QWHUEDQN�&XUUHQF\�([FKDQJH��$W�WKH�VDPH�WLPH�LW�LQFUHDVHG�EDQNV¶�UHVHUYH

UHTXLUHPHQW�WR������2IILFLDO�H[FKDQJH�UDWH�LV�EHLQJ�VHW�DV�D�ZHLJKWHG�DYHUDJH�RI�UDWHV�RI�WKH

EDQNV¶�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV�

,W�ZDV�D�ORQJ�ZD\�WR�WKLV�ZLVH�GHFLVLRQ��ZKLFK�VKRXOG�KDYH�EHHQ�GRQH�DOUHDG\

VRPHZKHUH�LQ�WKH�ILUVW�TXDUWHU�RI�������$QG�LW�LV�DGYLVDEOH�WKDW�WKLV�QRQ�LQWHUYHQWLRQ�SROLF\

UHPDLQV�VXFK�GXULQJ������

([WHUQDO�GHEW�VHUYLFLQJ��$QRWKHU�DVSHFW�OLQNHG�ZLWK�WKH�RIILFLDO�IRUHLJQ�H[FKDQJH

UHVHUYHV�UHGXFWLRQ�LV�WKH�QHHG�WR�VHUYLFH�H[WHUQDO�GHEW��ZKLFK�LPSOLHV�WUDQVIHU�RI�ELJ�DPRXQWV

LQ�KDUG�FXUUHQF\�IRU�WKH�UHSD\PHQW�RI�SULQFLSDO�DQG�LQWHUHVW�

,Q������0ROGRYD�KDG�WR�UHSD\�PRUH�WKDQ�����P�IRU�IRUHLJQ�GHEW�VHUYLFLQJ�±�LQWHUHVW

DQG�SULQFLSDO��%XW�WKH�VWDWH�H[WHUQDO�GHEW�KDV�QRW�EHHQ�HQWLUHO\�VHUYLFHG�±�VRPH�RI�LW��VXFK�DV

GHEW�WR�*D]SURP�ZDV�QRW�VHUYLFHG�DW�DOO��$QG�VLQFH�WKH�*RYHUQPHQW�DQG�WKH�FHQWUDO�EDQN

KDYH�QRW�UHFHLYHG�DQ\�ORDQV�IURP�,0)�DQG�:RUOG�%DQN�IRU�PRUH�WKDQ�DQ�\HDU��WKH�1%0

ZDV�DVNHG�WR�ILQDQFH�RXW�RI�LWV�UHVHUYHV�D�SDUW�RI�*RYHUQPHQW¶V�H[WHUQDO�GHEW�VHUYLFLQJ�

0RUHRYHU��DW�WKH�YHU\�HQG�RI�WKH�\HDU�1%0�IXOO\�UHGHHPHG�WKH����P�*RYHUQPHQW¶V�SULYDWH

SODFHPHQW�WKURXJK�0HUULOO�/\QFK��LVVXHG�LQ�������&RQVHTXHQWO\�WKH�JURVV�1%0¶V�UHVHUYHV

GURSSHG�WR�����P�DW�HQG�������FRPSDULQJ�WR�����P�DW�WKH�EHJLQQLQJ�RI�WKH�VDPH�\HDU�

,Q������WKH�VLWXDWLRQ�ZLOO�QRW�EH�HDVLHU�DW�DOO�±�WKH�FRXQWU\�ZLOO�KDYH�WR�UHSD\�DERXW

����P�IRU�IRUHLJQ�GHEW�VHUYLFLQJ��$QG�WKH�RQO\�ZD\�RXW��LQ�WKH�OLJKW�RI�KXJH�WUDGH�EDODQFH

GHILFLW��VHHPV�WR�EH�WKH�QHZ�ERUURZLQJ��PDLQO\�IURP�WKH�,0)�DQG�:RUOG�%DQN��ZKLFK

SURYLGH�PRVW�DWWUDFWLYH�FUHGLWLQJ�

,QWHUQDO�GHEW��$W�WKH�VDPH�WLPH��D�ELJ�SUREOHP�VWDUWHG�WR�UHSUHVHQW�WKH�FRXQWU\¶V

LQWHUQDO�GHEW��'XULQJ������LQWHUHVW�UDWHV�RQ�7UHDVXU\�%LOOV�KDYH�EHHQ�FRQWLQXRXVO\�JURZLQJ�

UHDFKLQJ�DOUHDG\�WKH�����OLPLW�ULJKW�DIWHU�WKH�5XVVLDQ�FULVLV�EHJDQ��+DYLQJ�D�ULVLQJ�GHILFLW�LQ

IXQGV�WR�ILQDQFH�WKH�FXUUHQW�VSHQGLQJ��WKH�*RYHUQPHQW�ZDV�PRUH�LQWHQVLYHO\�WU\LQJ�WR

DWWUDFW�ILQDQFLDO�UHVRXUFHV�IURP�ORFDO�EDQNLQJ�V\VWHP�DQG�IRUHLJQ�LQYHVWRUV�LQ�RUGHU�WR

ILQDQFH�WKH�EXGJHW�GHILFLW���2EYLRXVO\��LQ�RUGHU�WR�SODFH�PRUH�VHFXULWLHV�WKH�*RYHUQPHQW�ZDV

SXVKLQJ�LQWHUHVW�UDWHV��+RZHYHU��WKLV�GLG�QRW�KHOS�PXFK��RQ�WKH�FRQWUDU\�±�WKHUH�ZHUH

GUDPDWLFDOO\�LQFUHDVLQJ�WKH�QHHGV�WR�VHUYLFH�WKLV�LQWHUQDO�GHEW��6WDUWLQJ�-XQH������WKH
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SURFHHGV�UHFHLYHG�IURP�VDOH�RI�VHFXULWLHV�GLG�QRW�HYHQ�FRYHU�VHUYLFLQJ�RI�7�%LOOV�LVVXHG

HDUOLHU�

,Q�2FWREHU������VDOHV�RI�7�%LOOV�GURSSHG�GUDPDWLFDOO\��ZKLOH�PRVW�IRUHLJQ�SRUWIROLR

LQYHVWRUV�ZLWKGUHZ�WKHLU�LQYHVWPHQWV��WKHLU�VKDUH�LQ�WRWDO�VWDWH�VHFXULWLHV�LVVXHG�EHLQJ�RQH

WKLUG���,Q�RUGHU�WR�DFWLYDWH�WKH�VHFXULWLHV�PDUNHW��1%0��ZKLFK�KDG�WR�PDLQWDLQ�WKH�V\VWHP

DOLYH�VLQFH�WKH�*RYHUQPHQW�GLG�QRW�KDYH�IXQGV�WR�GR�LW��GHFLGHG�WR�LQWURGXFH�LQ�1RYHPEHU

WKH�PDQGDWRU\�UHTXLUHPHQW�IRU�FRPPHUFLDO�EDQNV�WR�KROG�����RI�WKHLU�DVVHWV�LQ�WKH�IRUP�RI

VWDWH�7�%LOOV��7KLV�LQ�WKH�HQG�KHOSHG�WR�VWDELOL]H�WKH�VLWXDWLRQ��DQG�WKH�VHFXULWLHV�PDUNHW

VORZO\�UHYLYHG�

7KH�OHVVRQ�LV��DV�LW�ZDV�SRLQWHG�RXW�LQ�&,65�SUHYLRXV�UHSRUWV�DV�ZHOO��WKDW�WKH

*RYHUQPHQW�PXVW�VHOO�VWDWH�VHFXULWLHV�XWPRVW�LQ�WKH�DPRXQWV�QHHGHG�IRU�VHUYLFLQJ�WKH�RQHV

LVVXHG�EHIRUH��ILQGLQJ�RWKHU�ZD\V�WR�UHGXFH�WKH�EXGJHW�GHILFLW��IRU�LQVWDQFH�E\�FXWWLQJ�WKH

VSHQGLQJ�DQG�QRW�E\�FRQWLQXRXVO\�ERUURZLQJ��IURP�WKH�&HQWUDO�%DQN��EDQNLQJ�V\VWHP�RU

IRUHLJQ�LQYHVWRUV��

:LWK�UHIHUHQFH�WR�WKH�VLWXDWLRQ�LQ�WKH�EDQNLQJ�V\VWHP�LW�PXVW�EH�VDLG�WKDW�WKH

FRPPHUFLDO�EDQNV�UHPDLQ�UHODWLYHO\�XQGHUFDSLWDOL]HG��WKRXJK�LQ�OHL�WHUPV�PRVW�RI�WKHP�ZHOO

PHHW�WKH�1%0�FDSLWDO�UHTXLUHPHQWV��6WDUWLQJ���-XO\������PLQLPDO�FDSLWDO�UHTXLUHPHQW�ZLOO

EH�LQFUHDVHG�IURP���PLOOLRQ�OHL�WR����PLOOLRQ�OHL��DQG�IURP�WKH�QH[W�\HDU�LW�ZLOO�EH�DOUHDG\���

PLOOLRQ�OHL��,Q�RUGHU�WR�LPSURYH�WKH�EDQNLQJ�VXSHUYLVLRQ��UHGXFH�ULVN�DQG�VHFXUH�SRSXODWLRQ

GHSRVLWV��1%0�LV�LQFUHDVLQJ�UHTXLUHPHQW�RQ�FDSLWDO�DGHTXDF\�VXEMHFWHG�WR�ULVN��EHJLQQLQJ

ZLWK�-DQXDU\�����������PLQLPXP�������7KH�LVVXH�RI�D�GHSRVLWV�LQVXUDQFH�FRUSRUDWLRQ�LV

XQOLNHO\�WR�EH�GHYHORSHG�IXUWKHU�GXH�WR�WKH�LQIOH[LELOLW\�RI�1%0¶V�SRVLWLRQ��DV�ZHOO�DV

UHOXFWDQFH�IURP�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�ZKLFK�KDYH�GRXEWV�DERXW�WKH�HIILFLHQF\�RI

VXFK�DQ�LQVWLWXWLRQ�DQG�VRXUFHV�RI�LWV�ILQDQFLQJ�

7KH�LVVXH�RI�KLJK�V\VWHPLF�ULVN�UHPDLQV�RQ�WKH�DJHQGD��HVSHFLDOO\�IROORZLQJ�WKH�HIIHFWV

RI�WKH�5XVVLDQ�FULVLV��5HDO�LQWHUHVW�UDWHV�UHPDLQ�KLJK��5HVHUYH�UHTXLUHPHQW�UHPDLQV�DW�����

WKRXJK�WKH�&HQWUDO�%DQN�FODLPV�LW�ZLOO�JUDGXDOO\�UHGXFH�LW�GXULQJ�������WKRXJK�GHSHQGLQJ

XSRQ�WKH�VLWXDWLRQ�LQ�WKH�ILQDQFLDO�PDUNHW�

0DFURHFRQRPLF�VWDELOLW\�LQ�WKH�5HSXEOLF�RI�0ROGRYD�GXULQJ�WKH�UHFHQW�\HDUV�QHHGHG

RQH�FULWLFDOO\�LPSRUWDQW�FRPSRQHQW�±�D�EDODQFHG�EXGJHW��7KH�RYHUDOO��GHILFLW�RI�WKH

FRQVROLGDWHG�EXGJHW��VWDWH�EXGJHW�SOXV�ORFDO�EXGJHWV���GXULQJ�����������YDULHG�EHWZHHQ

���������RI�WKH�*'3�DQG�LPSRVHG�FRQVWDQW�VHDUFK�RI�VRPH�LQWHUQDO�DQG�H[WHUQDO�VRXUFHV�IRU

LWV�FRYHULQJ��%XW�WKHVH�VRXUFHV�DUH�YHU\�FRVWO\�DQG�YLUWXDOO\�LPSHGH�WKH�IORZ�RI�FUHGLW�WR�WKH

UHDO�VHFWRU��,Q�WKLV�UHJDUG��WKH������KDV�EHHQ�RQH�RI�WKH�PRVWO\�GLIILFXOW�\HDUV�RI�WKH

WUDQVLWLRQ�SHULRG��VLQFH�WKHUH�ZDV�D�VWHHS�GHFOLQH�RI�WKH�LQFRPHV�WR�WKH�EXGJHW�

$V�D�FRQVHTXHQFH�RI�WKH�VWDWH�ZHDNQHVV�WKH�ILVFDO�HYDVLRQV�URVH��7R�WKLV�IDFW

FRQWULEXWHG�DOVR�WKH�FXVWRPV�WHUULWRULDO��WUDQVSDUHQF\��RI�WKH�5HSXEOLF�RI�0ROGRYD�

$V�D�UHVXOW��LQ�WKH�EXGJHW�ZHUH�FROOHFWHG�LQFRPHV�LQ�WKH�DPRXQW�RI�DERXW������PLO��OHL�

ZKLFK�LQ�QRPLQDO�WHUPV�VKRZ��D�UHGXFWLRQ�E\�DERXW�����PLO��OHL�DV�FRPSDUHG�WR�������DW�WKH

VDPH�WLPH�WKH�DPRXQW�RI�DUUHDUV�WR�WKH�EXGJHW�LQFUHDVHG��,W�VKRXOG�EH�PHQWLRQHG��WKDW�FDVK

DPRXQW�RI�WKH�RYHUDOO�EXGJHWDU\�LQFRPHV�DFFRXQW�IRU�RQO\��������RI�WKH�RYHUDOO�LQFRPHV�

%DUWHU�WUDQVDFWLRQV��QHWWLQJ�RXW�DQG�SD\PHQWV�LQ�NLQG�FRQWLQXH�WR�EH�D�FRQVLGHUDEOH

LPSHGLPHQW�LQ�WKH�GHYHORSPHQW�RI�ILQDQFLDO�EXGJHWDU\�VRXQGQHVV�

*LYHQ�WKDW�WKH�DFFHVV�RI�WKH�5HSXEOLF�RI�0ROGRYD�WR�WKH�H[WHUQDO�ILQDQFLDO�PDUNHWV�KDV

EHHQ�YLUWXDOO\�QXOO��ZKHUHDV�WKH�GRPHVWLF�PDUNHW�GRHV�QRW�RZQ�VXIILFLHQW�FDSDFLWLHV�IRU

OHQGLQJ�WR�WKH�EXGJHWDU\�V\VWHP��D�UHODWLYHO\�ORZ�OHYHO�RI�WKH�EXGJHWDU\�GHILFLW�ZDV

UHJLVWHUHG��DERXW�����PLO��OHL���6WDUWLQJ�0D\������WKH�QHW�GRPHVWLF�IXQGLQJ�RI�WKH�EXGJHWDU\

GHILFLW�EHFDPH�QHJDWLYH��D�IDFW�WKDW�GHPRQVWUDWHG��WKDW�WKH�EDQNLQJ�V\VWHP�DQG�RWKHU

7UHDVXU\�ELOOV�DQG�ERQGV��7%��LQYHVWRUV�GLG�QRW�ZDQW�DQ\�ORQJHU�WR�OHQG�WR�WKH�VWDWH�HYHQ�DW
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JURZLQJ�LQWHUHVW�UDWHV��JLYHQ�WKDW�WKH�ULVNV�ZHUH�DOVR�RQ�WKH�ULVH��([WHUQDO�IXQGLQJ�SUDFWLFDOO\

ZDV�QRW�DYDLODEOH�

7KXV��WKH�H[SHQGLWXUHV�RI�WKH�FRQVROLGDWHG�EXGJHW�KDV�EHHQ�H[HFXWHG�LQ�YROXPH�RI

DERXW�������PLO��OHL��WKH�FXPXODWLYH�H[SHQGLWXUH�DUUHDUV�RI�WKH�EXGJHW�EHLQJ�DW�D�OHYHO�RI

PRUH�WKDQ���EQ�OHL��&RQVLGHUDEOH�DUUHDUV�KDYH�EHHQ�UHJLVWHUHG�LQ�WHUPV�RI�VDODULHV��SD\PHQWV

IRU�JRRGV�DQG�VHUYLFHV��VFKRODUVKLSV��HWF�

7KH�EXUGHQ�RI������SUREOHPV�SDVVHG�WR�������$PRQJVW�WKH�PDLQ�SUREOHPV�WKDW�ZLOO

LPSHGH�WKH�EXGJHW�H[HFXWLRQ�LQ������FRXOG�EH�SRLQWHG�RXW�WKH�IROORZLQJ�

x� &XVWRPV�WHUULWRU\�WUDQVSDUHQF\��7KH�IRUPDO�ERGLHV�RI�WKH�5HSXEOLF�RI�0ROGRYD�DUH

FRQWUROOLQJ�RQO\��������RI�WKH�WHUULWRU\��7KH�SUREOHP�NHHSV�DJJUDYDWLQJ�DOVR�GXH�WR

FRUUXSWLRQ�RI�WKH�FXVWRPV�ERGLHV��DV�ZHOO�DV�SURWHFWLRQ�RI�VRPH�FDUJRHV�E\�VWDWH

RIILFLDOV�

x� 7KH�EXGJHWDU\�V\VWHP��SDUWLFXODUO\�GXULQJ�WKH�ILUVW�PRQWKV�RI�WKH�\HDU��ZLOO�EH�GHSULYHG

RI�LQFRPHV�GXH�WR�VKLIWLQJ�WR�D�QHZ�V\VWHP�RI�9$7�FDOFXODWLRQ�IRU�WUDGH�UHODWLRQVKLSV

ZLWK�5XVVLD��%HODUXV�DQG�UDLRQV�IURP�WKH�OHIW�EDQN�RI�WKH�ULYHU�1LVWUX��7KLV�KDV�EHHQ

DOUHDG\�FRQILUPHG�LQ�-DQXDU\�������,W�FRXOG�EH�PHQWLRQHG�DERXW�WKH�UHGXFWLRQ�RI

LQFRPHV�SHUWDLQLQJ�WR�H[SRUW�RULHQWHG�VHFWRU��SDUWLFXODUO\�RQ�WKH�LQFRPH�WD[�DQG�LQFRPHV

IURP�IRUHLJQ�HFRQRPLF�DFWLYLWLHV�

x� %DUWHU�WUDQVDFWLRQV��QHWWLQJ�DQG�SD\PHQWV�LQ�NLQG�ZLOO�IXUWKHU�FRQWULEXWH�WR�GHWHULRUDWLRQ

RI�WKH�SXEOLF�ILQDQFH�V\VWHP��,W�LV�XUJLQJ�WR�GHFLGH�RQ�EDQQLQJ�VLPLODU�DFWLYLWLHV��PRUH

RYHU�EHFDXVH�WKH�JLYHQ�SUDFWLFH�JHQHUDWHV�D�ULVH�RI�ERWK�PXWXDO�LQGHEWHGQHVV�DPRQJ�WKH

HFRQRPLF�DJHQWV�DQG�WKH�ODWWHU�DQG�SXEOLF�VHFWRU�

x� ,Q�VLPLODU�FRQGLWLRQV�EXGJHW�H[HFXWLRQ�LQ�WHUPV�RI�H[SHQGLWXUHV�ZLOO�EH�GLIILFXOW��,W�LV�DW

VWDNH�WKH�FDSDFLW\�RI�WKH�VWDWH�WR�IXOILOO�LWV�SULRULW\�IXQFWLRQV��LQ�PDLQWDLQLQJ�SXEOLF�RUGHU�

HGXFDWLRQ��KHDOWK�FDUH��VRFLDO�DVVLVWDQFH��UHIHUULQJ�WR�VHUYLFLQJ�ERWK�WKH�H[WHUQDO�DQG

LQWHUQDO�OLDELOLWLHV��$W�WKH�VDPH�WLPH�WKH�VWDWH�ZRXOG�QR�SURFHHG�RIILFLDOO\�WR�VWDII

GLVPLVVDO��WKXV�PDLQWDLQLQJ�D�WHQVLRQHG�VLWXDWLRQ�LQ�WKH�VRFLHW\��0RVW�WDULIIV�RQ�HOHFWULFDO

SRZHU��QDWXUDO�JDV��WKHUPDO�SRZHU��DIWHU�'HF������������PDNH�WKH�QRUPDO�UXQ�RI�EXGJHW

IXQGHG�LQVWLWXWLRQV�LPSRVVLEOH��EHFDXVH�WKDW�LQFUHDVH�KDV�QRW�EHHQ�VWLSXODWHG�LQ�WKH�EXGJHW

ODZ�RQ������

x� $�FRQWLQXRXV�SUREOHP�ZLOO�EH�WKDW�RI�VDODU\�SD\PHQW��$FFRUGLQJ�WR�WKH�HVWLPDWHV��WKH

VWDWH�ZLOO�QRW�EH�LQ�SRVLWLRQ�WR�SD\�QHLWKHU�FXUUHQW�VDODULHV��OHW�DORQH�WKH�KLVWRULFDO�GHEWV�LQ

WKLV�UHJDUG��3ROLWLFDO�ZLOO�LV�UHTXLUHG�DQG�FRQVLVWHQF\�LQ�GLVPLVVLQJ�VKDUSO\�WKH�SXEOLF

VHFWRU�HPSOR\HHV��LQFOXGLQJ�SXEOLF�DGPLQLVWUDWLRQ��DV�ZHOO�DV�WUDQVPLW�WR�SULYDWH�VHFWRU

VRPH�REMHFWV��ZKRVH�PDLQWHQDQFH�DUH�FRVWO\�WR�WKH�EXGJHW�

x� 6HUYLFLQJ�WKH�H[WHUQDO�VWDWH�GHEW��LQ�FRQGLWLRQ�ZKHQ�WKH�OHX�ZLOO�IDOO�LQ�YDOXH�HYHQ�PRUH�

ZLOO�FRVW�WKH�EXGJHW�PRUH�WKDQ�����RI�WKH�RYHUDOO�H[SHQGLWXUHV��D�IDFW�ZKLFK�FDQ�UHGXFH

WR�]HUR�DQ\�RWKHU�VWDWH�H[SHQVHV��,W�LV�QHFHVVDU\�WR�UXQ�D�WRXJK�SROLF\�LQ�PRQLWRULQJ�DQG

DGGUHVVLQJ�WKH�H[WHUQDO�VWDWH�GHEW��EHFDXVH��XQIRUWXQDWHO\��WKH�VHOI�UHJHQHUDWLQJ�SURFHVV

RI�WKH�GHEW�KDV�VWDUWHG�

�

�&DSLWDO�PDUNHW��,Q�FRQGLWLRQV�RI�WUDQVLWLRQ�WR�PDUNHW�HFRQRP\�WKH�FDSLWDO�PDUNHW

EHFRPHV�WKH�PDLQ�VRXUFH�RI�HFRQRPLF�JURZWK��7KH�DFFHVV�WR�WKH�ILQDQFLDO�UHVRXUFHV�LV�WKH

SULPDU\�FRQGLWLRQ�IRU�UH�WHFKQRORJL]LQJ��DFFHVV�WR�NQRZ�KRZ�DQG�RYHUDOO��VFLHQWLILF�DQG

WHFKQLFDO�UHVHDUFK�UHDOL]DWLRQV�

�

�7KH�PDLQ�FRQGLWLRQ�IRU�LQYHVWPHQW�DWWUDFWLRQ�LV�WKH�VWDELOLW\�LQ�WKH�FRXQWU\��,Q������WKH

0LQLVWU\�RI�)LQDQFH�GHFLGHG�WKDW�WKH�RQO\�VRXUFH�RI�EXGJHW�GHILFLW�IXQGLQJ�ZRXOG�EH
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7UHDVXU\�%LOOV�DQG�%RQGV��7%V���SODFHG�ERWK�RQ�GRPHVWLF�DQG�IRUHLJQ�PDUNHWV��7KLV�IDFW

VXEVWDQWLDOO\�FRQWULEXWHG�WR�UHDFKLQJ�D�VWDELOLW\�RI�WKH�QDWLRQDO�FXUUHQF\�DQG�GLPLQLVKLQJ

EDQN�LQWHUHVW�UDWHV��%\�LVVXLQJ�7%V�WKH�0LQLVWU\�RI�)LQDQFH�WDUJHWHG�WZR�REMHFWLYHV��WR

REWDLQ�D�QRQ�LQIODWLRQDU\�VRXUFH�RI�IXQGV��VXSSRUW�WKH�GHYHORSPHQW�RI�WKH�FDSLWDO�PDUNHWV

DQG�RIIHU�D�SUDFWLFDO�LQVWUXPHQW�RI�UXQQLQJ�PRQHWDU\�SROLF\��7KH�1%0�GHFODUHG�WKH�7%V�DV

PRVWO\�OLTXLG�VHFXULWLHV��7KH�LQFRPHV�REWDLQHG�IURP�7%V�DUH�QRW�WD[DEOH��DFFRUGLQJ�WR�WKH

EXGJHW�ODZ�RQ������������

�

�7KH�S\UDPLG�RI�WKH�VHFXULWLHV�PDUNHW�LQ�0ROGRYD�KDV�EHHQ�H[LVWLQJ�IRU�PRUH�WKDQ��

\HDUV��DQG��DOPRVW�FROODSVHG�LQ�WKH�VHFRQG�KDOI�RI�������'XULQJ�$XJXVW�6HSWHPEHU�WKHUH

ZHUH�VROG�7%V�LQ�WKH�DPRXQW�RI��������PLO��OHL��$W�D�VXSSO\�UDWH�RI�����PLO��OHL��WKH�DYHUDJH

UDWH�RI�LQWHUHVW�URVH�WR��������DQG�VXEVHTXHQWO\�WR������,Q������WKH�DYHUDJH�UDWH�RI�LQWHUHVW

IRU�������GD\V�PDWXULW\�7%V�FRQVWLWXWHG������7KLV�ZDV�DQ�H[FHVVLYH�LQWHUHVW�UDWH�LQ

FRQGLWLRQV�RI�DQ�������LQIODWLRQ�UDWH��7KH�GHFOLQLQJ�YROXPH�RI�VDOHV�FRXOG�EH�H[SODLQHG�E\

PDUNHW�VXSHUVDWXUDWLRQ�±�LQ�FRQGLWLRQV�RI�JHQHUDO�SRYHUW\�IHZ�FDQ�DIIRUG�WR�LQYHVW�LQ

VHFXULWLHV��ODFN�RI�WUXVW�LQ�WKH�QHZ�JRYHUQPHQW��IRUPHG�LQ�0D\�������DV�ZHOO�DV�ORRVHQLQJ�RI

FRQILGHQFH�LQ�WKHVH�ILQDQFLDO�LQVWUXPHQWV¶�OLTXLGLW\�

�

�$V�D�UHVXOW��LQ�$XJXVW�WKH�DFFXPXODWHG�IXQGV�ZHUH�VXIILFLHQW�RQO\�IRU�UHGHHPLQJ�WKH

VHFXULWLHV�LVVXHG�SUHYLRXVO\��WKH�WKUHDW�RI�EXGJHW�GHILFLW�GHHSHQLQJ�EHLQJ�VWLOO�SHUVLVWHQW��7%V

ZLWK�D������GD\V�PDWXULW\�EHFDPH�PRVWO\�OLTXLG�DQG�HQMR\HG�PRVW�SRSXODULW\��7KH�VWHHS�IDOO

LQ�YDOXH�RI�WKH�OHX�LQ�2FWREHU�XQGHUPLQHG�WKH�WUXVW�LQ�WKH�QDWLRQDO�FXUUHQF\�VWDELOLW\��WKH

VHFXULWLHV�EHDULQJ�D�VWDEOH�LQWHUHVW�UDWH�EHFDPH�IDU�WRR�ULVN\��,Q�'HFHPEHU������-DQXDU\

�����WKH�GHPDQG�IRU�7%V�VWDUWHG�WR�VXUSDVV�WKH�VXSSO\��<HW��WKLV�LQFUHDVH�ZDV�FDXVHG�DW

PRVW�QRW�E\�WKH�VXUH�DQG�ELJ�LQFRPHV�VXSSOLHG�E\�WKHVH�7%V��EXW�E\�WKH�1%0¶V�UHJXODWLRQ�

DFFRUGLQJ�WR�ZKLFK�����RI�WKH�FRPPHUFLDO�EDQNV¶�DVVHWV�KDG�WR�EH�LQ�WKH�IRUP�RI�7%V�

/DWHU�WKLV�UDWLR�ZDV�ORZHUHG�WR����

�

�7KH�ILUVW�H[SHULHQFH�RI�0ROGRYD�ZLWK�LQWHUQDWLRQDO�ORDQLQJ�WKURXJK�(XURERQGV�ZDV

VXFFHVVIXO��0LQLVWU\�RI�)LQDQFH�LVVXHG�WKURXJK�0HUULOO�/\QFK����P�LQ������DQG����P�LQ

������7KH�ILUVW�0ROGRYDQ����P�ERQG�ZDV�LVVXHG�LQ�������<HW��WKH�ILQDQFLDO�FULVLV

GHWHUPLQHG�WKH�LQYHVWRUV�QRW�WR�SURORQJ�IRU�DQ�H[WUD�\HDU�WKH�UHSD\PHQW�RI�WKH����P�SULYDWH

SODFHPHQW�LVVXHG�LQ������IRU�����\HDUV��0RRG\¶V�UDWLQJ�DJHQF\�GHFUHDVHG�WKH�VRYHUHLJQ

UDWLQJ�RI�0ROGRYD�IURP��DE�WR���

�

�,Q������DW�WKH�6WRFN�([FKDQJH�RI�0ROGRYD�ZHUH�VROG����PLO��VKDUHV�ZRUWK�������PLO�

OHL��WZLFH�DV�PXFK�FRPSDUHG�WR�������7KH�VDOHV�UHFRUG�ZDV�UHJLVWHUHG�LQ�'HFHPEHU��ZKHQ

WKH�RSHUDWLRQV�YROXPH�DPRXQWHG�WR������PLO��OHL��0RUH�WKDQ����EURNHUV¶�FRPSDQLHV�DUH

UHJLVWHUHG�DW�WKH�%RXUVH��$OPRVW�����FRPSDQLHV�DUH�UHJLVWHUHG�DW�WKH�6WRFN�([FKDQJH�RI

0ROGRYD��EXW�RQO\����FRPSO\�WR�WKH�UHTXLUHPHQWV�LQ�RUGHU�WR�EH�LQFOXGHG�LQ�RQH�RI�WKH

OLVWLQJ�FDWHJRULHV��7KH�ILUVW�LQFRPHV�RI�WKH�ERXUVH�±�DERXW����PLO��OHL�DQG�LWV�VKLIWLQJ�WR�VHOI�

IXQGLQJ�RFFXUUHG�LQ������

�

�$W�SUHVHQW�YLUWXDOO\�WKHUH�DUH�QR�RSSRUWXQLWLHV�IRU�SRUWIROLR�LQYHVWPHQWV�LQ�WKH

VHFXULWLHV�PDUNHW�RI�0ROGRYD��$V�ORQJ�DV�WKH�FRUSRUDWH�VHFXULWLHV�GR�QRW�JHQHUDWH�LQFRPHV�

PRVW�RI�WKH�-6&V�GR�QRW�SD\�GLYLGHQGV��HPHUJHQFH�RI�SRUWIROLR�LQYHVWPHQWV�LV�QRW�OLNHO\�WR

RFFXU��$�JRRG�GHDO�RI�SXUFKDVLQJ�RSHUDWLRQV�DUH�HIIHFWHG�ZLWK�D�YLHZ�WR�REWDLQ�WKH�SDFNDJH

RI�VKDUHV�RI�RQH�RU�DQRWKHU�FRPSDQ\��$IWHU�WKH�LQYHVWRU�REWDLQV�WKH�FRQWUROOLQJ�SDFNDJH�RI

VKDUHV��WKH�RWKHU�VKDUHV�YLUWXDOO\�ORRVH�WKHLU�YDOXH��$IWHU�WKH�FRPSOHWLRQ�RI�SULYDWL]DWLRQ�DQG

RZQHUVKLS��GLVWULEXWLRQ�WKHUH�LV�D�WKUHDW�RI�VWRFN�H[FKDQJH�LPSRUWDQFH�GLPLQXWLRQ�

�
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�

�7KXV��WKH�VHFRQGDU\�VHFXULWLHV�PDUNHW�FDQ�EH�FRQVLGHUHG�FORVHG��7KH�SULPDU\

FRUSRUDWH�VHFXULWLHV�PDUNHW�LV�FORVHG�WRR��0RVW�RI�QHZ�VKDUH�HPLVVLRQV�DUH�PDGH�RQ�WKH

FRQGLWLRQ�WKDW�LWV�ROG�RZQHUV�SUHVHUYH�WKH�FRQWURO�XSRQ�WKH�HQWHUSULVHV��,Q�DGGLWLRQ�WR�WKDW�LW

LV�YHU\�FRPSOLFDWHG�WR�REWDLQ�YHULWDEOH�GDWD�DERXW�WKH�ORFDO�HQWHUSULVHV��,Q�������IRU

LQVWDQFH��RQO\�FLUFD�����FRPSDQLHV�SXEOLVKHG�WKHLU�\HDUO\�EDODQFH�VKHHWV��$�VHULRXV

FRPSHWLWLRQ�FDQ�EH�VHHQ�LQ�WKH�H[WUD�ERXUVH�PDUNHW��,Q������WKRVH�WUDQVDFWLRQV�DPRXQWHG�WR

DERXW������LQ������KDYLQJ�GURSSHG�WR�DERXW�����

�

�$Q�LPSRUWDQW�VWHS�WRZDUGV�FUHDWLQJ�D�FLYLOL]HG�VHFXULWLHV�PDUNHW�ZDV�WKH

IRXQGDWLRQ�RI�1DWLRQDO�'HSRVLWRU\�RI�WKH�6HFXULWLHV�0DUNHW��7KLV�VWUXFWXUH�LV�SUH�

WDUJHWHG�WR�IDFLOLWDWH�WKH�FOHDULQJ�RSHUDWLRQV��DQG�UHFRUGLQJ�WKH�WUDQVDFWLRQV�FDUULHG�RXW

DW�WKH�%RXUVH��$OVR��WKH�'HSRVLWDU\�KLQGHUV�IURP�WKH�SHUIRUPLQJ�LOOLFLW�RYHU�WKH�FRXQWHU

RSHUDWLRQV��7KH�'HSRVLWRU\�HQFRXQWHUHG�D�VHULRXV�UHVLVWDQFH�RQ�EHKDOI�RI�WKH

LQGHSHQGHQW�UHJLVWUDUV��$QRWKHU�SUREOHP�IDFHG�LV�WKH�UHJXODWLRQ�RQ�PXWXDO�SD\PHQWV�

2QO\�WKH�1%0�KROGV�WKLV�H[FOXVLYH�ULJKW�LQ�0ROGRYD��WKXV�WKH�DFWLYLW\�RI�WKH�'HSRVLWRU\

EHLQJ�EXUGHQHG�

�

�$W�SUHVHQW�LQ�WKH�5HSXEOLF�RI�0ROGRYD�RSHUDWH����FRPSDQLHV�WKDW�SURYLGH�LQVXUDQFH

VHUYLFHV�WR�SRSXODWLRQ�DQG�OHJDO�HQWLWLHV��WKHLU�LQFRPH�PDNLQJ�XS�����PLO��OHL��7KH�ODZ�RI�WKH

5HSXEOLF�RI�0ROGRYD�RQ�ELOOV�RI�H[FKDQJH�ZDV�DGRSWHG�LQ�������\HW��WKH�ELOOV�RI�H[FKDQJH

DUH�QRW�XVHG�DW�ODUJH��7KH�UHDVRQV�DUH�WKH�GLIILFXOW\�RI�WKH�OHJLVODWLRQ�DQG�PHFKDQLVP�RI

LVVXLQJ�DQG�OHJDO�VXSHUYLVLRQ�LQ�FDVH�RI�WKHLU�QRQ�SD\PHQW��ODFN�RI�SRSXODWLRQ�FRQILGHQFH

WRZDUGV�WKH�ILQDQFLDO�DQG�EDQNLQJ�V\VWHP��ODFN�RI�TXRWDWLRQ�PHFKDQLVPV�RI�VKDUHV�DW�WKH

ERXUVH��WKH�DGYDQFHG�ULVN�RI�ELOOV�RI�H[FKDQJH�DV�FRPSDUHG�ZLWK�RWKHU�VHFXULWLHV�LQ

FLUFXODWLRQ�RQ�WKH�WHUULWRU\�RI�WKH�5HSXEOLF�RI�0ROGRYD��7KH�LVVXH�RI�WKH�ELOOV�RI�H[FKDQJH�LV

FRQYHQLHQW�ERWK�WR�WKH�FRPPHUFLDO�EDQNV��ZKLFK�JHW�D�VRXUFH�RI�IXQGV�DWWUDFWLRQ��DV�ZHOO�DV

RI�WKH�HQWHUSULVHV��WKDW�FDQ�SHUIRUP�IDVWHU�PXWXDO�SD\PHQWV�

�

�,Q�6HSWHPEHU������WKHUH�ZDV�DGRSWHG�WKH�VWUDWHJ\�RI�UHIRUPLQJ�WKH�SHQVLRQ�V\VWHP��LQ

2FWREHU�WKHUH�ZDV�SURPXOJDWHG�WKH�/DZ�UHJDUGLQJ�WKH�VWDWH�LQVXUDQFH�SHQVLRQV��7KH�/DZ

RQ�SULYDWH�SHQVLRQ�IXQGV�ZDV�DGRSWHG�LQ�0DUFK�������<HW��WKRVH�PHFKDQLVPV�DUH�QRW�YLDEOH�

&UHDWLRQ�RI�SHUVRQDO�SHQVLRQ�DFFRXQWV�IRU�WKH�LQKDELWDQWV�RI�WKH�UHSXEOLF�LV�SURFUDVWLQDWHG�

�

�7KH�5HSXEOLF�RI�0ROGRYD�QHHGV�D�ZHOO�VKDSHG�DQG�HIILFLHQW�VHFXULWLHV�PDUNHW��LW�LV

QHFHVVDU\�WR�UHVFKHGXOH�WKH�LQWHUQDO�GHEW�LQWR�DQ�H[WHUQDO�RQH�IRU�D�ORQJHU�UXQ�DQG�D�ORZHU

LQWHUHVW�UDWH�WKDQ�WKH�GRPHVWLF�RQH�±�RI�DERXW�����DV�RI�WRGD\��LW�LV�QHFHVVDU\�WR�FUHDWH�DQ

DJHQF\�IRU�UDWLQJ±LQGH[DWLRQ�RI�VHFXULWLHV�LQ�FLUFXODWLRQ�RQ�WKH�0ROGRYDQ�PDUNHW��WKH

FUHDWLRQ�RI�WKH�0RELDV�,QWHOOLJHQW�)LQDQFH�LQGHSHQGHQW�FRPSDQ\�LV�D�JRRG�LQLWLDWLYH�LQ�WKLV

FRQWH[W���LQ�FRQGLWLRQ�RI�FKURQLF�QRQ�SD\PHQWV��LW�ZRXOG�EH�GHVLUDEOH�WKH�SHUPLVVLRQ�RI

SD\PHQWV�WR�WKH�EXGJHW�E\�ZD\�RI�ELOOV�RI�H[FKDQJH��VDODU\�DQG�SHQVLRQ�DUUHDUV�FRXOG�EH

SDLG�LQ�VKDUHV�RU�RWKHU�W\SHV�RI�VHFXULWLHV��VROG�VXEVHTXHQWO\�RQ�WKH�VHFRQGDU\�VHFXULWLHV

PDUNHW��LQ�FRQGLWLRQV�RI�D�IXQFWLRQLQJ�HTXLW\�PDUNHW�HQWHUSULVHV�FRXOG�DWWUDFW�IXQGV�DW�ORZHU

UDWHV�WKDQ�EDQN�ORDQV�
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�

�5HDO�VHFWRU�RI�HFRQRP\��,I�RQH�ZRXOG�GLYLGH�WKH�HFRQRP\�LQWR�WKH�ILQDQFLDO�DQG�UHDO

VHFWRUV��WKHQ�HYHU\ERG\�ZLOO�DJUHH��WKDW�LW�LV�WKH�UHDO�VHFWRU�WKDW�LV�WKH�EDVLV�RI�WKH�HFRQRPLF

GHYHORSPHQW�RI�VXFK�D�FRXQWU\�OLNH�0ROGRYD��,W�ZLOO�EH�IXOO\�ORJLFDOO\�WR�DVN�WKH�TXHVWLRQ��ZKLFK

DUH�WKH�UHVXOWV�RI�WKLV�VHFWRU�GHYHORSPHQW"

�0DFUR�OHYHO�

x� 'URS�RI�UHDO�*'3�WKUHH�WLPHV�FRPSDUHG�WR������±�LV�DOPRVW�DQ�XQLTXH�SKHQRPHQRQ�LQ

WHUPV�RI�GLPHQVLRQV�DPRQJVW�&,6�FRXQWULHV��LW�DOVR�KDYLQJ�EHDWHQ�WKH�UHFRUG�LQ�LWV�ORZ�OHYHO�SHU

FDSLWD�DPRQJVW�WKH�&,6�FRXQWULHV�±�EHORZ�86������

x� 7KH�FRXQWU\�FRQVXPHV�PRUH�DQG�VDYHV�OHVV��WKH�*'3�VWUXFWXUH��FDOFXODWHG�EDVHG�RQ

ILQDO�XVDJH�PHWKRG��VKRZV�DQ�LQVLJQLILFDQW�JURZWK�RI�WKH�ILQDO�FRQVXPSWLRQ��IURP�������LQ�����

WR�DERXW�����LQ��������7KH�VWDWH�VWUXFWXUH�LV�PRUH�DQG�PRUH�FRVWO\�IRU�WKH�VRFLHW\��IURP�����

RI�WKH�*'3�ILYH�\HDUV�DJR�WR�����LQ�������

x� 'UDPDWLFDOO\�GHFOLQHV�WKH�JURVV�DFFXPXODWLRQ�RI�IL[HG�DVVHWV��IURP�������RI�WKH�*'3

LQ������WR�DERXW�����LQ��������$FFRUGLQJ�WR�WKH�HFRQRPLF�FDQRQV��WKLV�ZRXOG�FDXVH�DQ

HFRQRPLF�IDOO�LQ�WKH�ORQJ�UXQ�

�

�'LPLQLVKLQJ�LQYHVWPHQW�LQWR�WKH�SXEOLF�DQG�SULYDWH�HQWHUSULVHV�LV�SDUWLDOO\�FRPSHQVDWHG�E\

WKH�LQYHVWPHQW�LQWR�IRUHLJQ�FRPSDQLHV�DQG�MRLQW�YHQWXUHV��5HJDUGOHVV�WR�WKH�IDFW��WKDW�DV�D�UHVXOW

RI�WKH�HQWHUSULVH�SULYDWL]DWLRQ�WKH�QXPEHU�RI�SULYDWH�HQWHUSULVHV�DQG�MRLQW�YHQWXUHV�LQFUHDVHG��DQG

WKH�QXPEHU�RI�SXEOLF�HQWHUSULVHV�GHFUHDVHG��LQYHVWPHQWV�LQWR�IL[HG�DVVHWV�LQ�ERWK�RI�WKRVH�WZR

VHFWRUV�KDYH�GLPLQLVKHG�DV�FRPSDUHG�WR������E\�����DQG�����UHVSHFWLYHO\��7KH�\HDUO\�YROXPH

RI�GLUHFW�IRUHLJQ�LQYHVWPHQWV�GXULQJ�WKH�UHFHQW�\HDUV�LQ�0ROGRYD�DPRXQWHG�WR�������P�RU����

SHU�FDSLWD�SHU�DQQXP��7KH�VWUXFWXUH�RI�LQYHVWPHQWV�LQWR�WKH�IL[HG�DVVHWV�LQ������LV�GLVSOD\HG�RQ

WKH�JUDSK�

�

�$�SDUWLFXODU�UROH�LQ�LQYHVWLQJ�PXVW�KDYH�EHHQ�SOD\HG�E\�LQYHVWPHQW�IXQGV��KRZHYHU�WKH\�GR

QRW�KDYH�HQRXJK�IXQGV��WKHLU�DFWLYLW\�LV�SRRUO\�FRQWUROOHG��WKH�ULJKWV�RI�VPDOO�VWRFN�KROGHUV�RI

WKHVH�IXQGV�DUH�YLUWXDOO\�XQSURWHFWHG�E\�ODZ��,Q������WKH�LGHD�RI�FUHDWLQJ�WHFKQLFDO�SDUNV�DQG

IUHH�HQWUHSUHQHXUVKLS�]RQHV��RULHQWHG�WR�H[SRUW�ZDV�QRW�FDSLWDOL]HG�RQ��WKDW�PLJKW�KDYH�EURDGHQ

WKH�LQIORZ�RI�LQYHVWPHQWV�

�

�,QGXVWU\��,Q������WKH�LQGXVWU\

DFFRXQWHG�IRU�DERXW��������RI�WKH

HDUO\�µ��V�OHYHO���$�SDUWLFXODUO\�GHHS

GURS�ZDV�UHJLVWHUHG�LQ�OLJKW�DQG

IXUQLWXUH�LQGXVWULHV�DQG�PDFKLQH�

EXLOGLQJ�FRPSOH[��$V�D�UHVXOW�LQ�����

WKH�SURGXFWLRQ�FDSDFLWLHV�RI�DERXW����

RI�HQWHUSULVHV�ZHUH�XVHG�DW��������RI

FDSDFLW\��ZLWK�DOO�FRQVHTXHQFHV

GHULYLQJ�WKHUHIURP�

�

�,QGXVWULDO�HQWHUSULVHV�PDLQWDLQHG

D�KLJK�OHYHO�RI�GHSHQGHQFH�KDV�EHHQ�SUHVHUYHG�RI�WKH�IURP�DJULFXOWXUH��7KH�IDOO�RI�RYHUDOO

DJULFXOWXUDO�RXWSXW�FRQVLGHUDEO\�LPSDFWHG�WKH�OHYHO�RI�WKH�LQGXVWULDO�RXWSXW�DV�D�ZKROH�

0RUHRYHU��WKH�SDFH�RI�DJUDULDQ�VHFWRU�UHVWUXFWXULQJ�FRQWLQXHG�WR�EH�ORZ��DQG�WKDW�FRQGLWLRQHG�D

FDWDVWURSKLFDOO\�ORZ�OHYHO�RI�LQYHVWPHQWV�LQ�WKLV�VHFWRU�

�

6 WUXFWXUH�R I�LQYHVWP HQWV� LQ �IL[HG �FDS LWD O

�� �LQ�WKH�IRUP�RI�

SXEOLF �SURSHUW\

���

���LQ�WKH�IRUP�RI�

MRLQW�SURSHUW\

���

���Z LWK�IRUHLJQ�

LQYHVWPHQW�

�SDUWLDO�DQG�

WRWDO�

���
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�)LQDQFLDO�GLVFLSOLQH�LQ�WKH

HFRQRP\�FRQWLQXHG�WR�IDOO��EDQNUXSWF\

SURFHGXUH�KDV�QRW�EHHQ�SUDFWLFDOO\

DSSOLHG�IRU�WKH�ILQDQFLDO�UHFRYHU\�RI�WKH

HQWHUSULVHV��$FFRXQWV�UHFHLYDEOH�DV�RQ

2FWREHU���������UHDFKHG�WKH�YROXPH�RI

0'/������EQ���KDYLQJ�VRDUHG�DV

FRPSDUHG�WR�2FWREHU����������E\�����

ZKHUHDV�DFFRXQWV�SD\DEOH�UHDFKHG�WKH

YROXPH�RI�0'/����EQ���KDYLQJ

LQFUHDVHG�E\������7KH�HQWHUSULVHV¶�OLTXLGLW\�FRQVLGHUDEO\�UHGXFHG��DFFRXQWV�SD\DEOH�FRYHU�WKH

DFFRXQWV�UHFHLYDEOH�RQO\�DW������LQ������WKLV�LQGLFDWRU�IRU���������7KH�OHYHO�RI�WKLV�LQGLFDWRU

IRU�SURFHVVLQJ�LQGXVWU\�HTXDOHG������LWV�SRVLWLRQ�LQ�FHUWDLQ�EUDQFKHV�EHLQJ�GLVSOD\HG�RQ�WKH

JUDSK�

�

�'HOD\HG�VWUXFWXUDO�UHIRUPV�LQ�WKH�HQHUJ\�VHFWRU�OHG�WR�LWV�GHJUDGDWLRQ��$Q�LQFUHDVH�LQ�WDULIIV

IRU�HQHUJ\�VRXUFHV�ZDV�QRW�EDFNHG�E\�D�FOHDU�DQG�UHDO�V\VWHP�RI�FRPSHQVDWLRQV�IRU�WKH�SRRU

SRSXODWLRQ��WKLV�LV�ZK\�RQ�PRQWKO\�EDVLV�RQO\�OHVV�WKDQ����RI�WKH�QDWXUDO�JDV�FRQVXPHUV�SDLG�IRU

LW��6WDWH�GHEWV�RQ�JDV�VRDUHG�WR�86�����PLO��%HVLGHV��LQFUHDVH�RI�WDULIIV�IRU�HQHUJ\�IXHOV�DQG

LQWURGXFWLRQ�RI����GXW\�RQ�UDZ�PDWHULDOV�LPSRUW�GLPLQLVKHG�WKH�FRPSHWLWLYHQHVV�RI�WKH

0ROGRYDQ�SURGXFWV��7KH�HIILFLHQF\�RI�HQHUJ\�VHFWRU�HQWHUSULVHV¶�RSHUDWLRQ�ZLOO�GHSHQG�RQ�KRZ

TXDOLILHG�ZLOO�EH�RUJDQL]HG�WKH�SURFHVV�RI�DWWUDFWLQJ�D�VWUDWHJLF�LQYHVWRU�

�

�$JUR�LQGXVWULDO�VHFWRU��0ROGRYDQ�DJULFXOWXUH�UHPDLQV�KREEOHG�E\�ELJ�LQVROYHQW�DJULFXOWXUDO

HQWHUSULVHV�DQG�E\�VPDOO�SRRUO\�HTXLSSHG�IDUPV��ERWK�EHLQJ�XQDEOH�WR�FRPSHWH�ZLWK�:HVWHUQ

SURGXFHUV��7KH�VLWXDWLRQ�RI�WKH�DJUDULDQ�VHFWRU�LV�PXFK�ZRUVH�FRPSDUHG�WR�WKH�ILUVW�\HDUV�RI

UHIRUPV��1RZ�ZKDWHYHU�PLJKW�EH��WKH�FRPELQDWLRQ�RI�PHDVXUHV��WKH�VLWXDWLRQ�LV�OLNHO\�WR

GHWHULRUDWH�TXLWH�D�ELW�IXUWKHU�

�7KH�JURVV�DJULFXOWXUDO�RXWSXW��*$2��GXULQJ������VKRZV�D�GHFUHDVH�PDLQO\�GXH�WR�WKH

VOXPS�LQ�KRUWLFXOWXUDO�SURGXFWV�

$OPRVW�DOO�FURSV�H[FHSW��IRU

YHJHWDEOHV��VXQIORZHU�DQG�SRWDWRHV

VKRZHG�D�GHFUHDVH�LQ�KDUYHVWHG

YROXPHV��FHUHDOV�E\������FRUQ�±

�����VXJDU�EHHW�±������IUXLWV�DQG

EHUULHV�E\�����

�7KH�UHGXFWLRQ�ZDV�FDXVHG�PDLQO\

E\�UHGXFWLRQ�LQ�\LHOG�UDWHV�SHU�KHFWDUH

�HVSHFLDOO\�IUXLWV���E\�������VXUIDFH�RI

FXOWLYDWHG�DUHD��GHOD\�LQ�KDUYHVW�FDPSDLJQ��XVH�RI�IHUWLOL]HUV������PLOOLRQ�WRQV�FRPSDUHG�WR

QHHGHG���PLOOLRQ�WRQV�DQQXDOO\���SK\WR�SURWHFWLRQ�RI�SODQWV��HWF�

�,Q������PRVW�RI�SURFHVVLQJ�HQWHUSULVHV�XVHG�WKHLU�DVVHWV�DW��������RI�WKHLU�FDSDFLW\�

DQG�VRPH�RI�WKHP�DUH�HYHQ�VWDWLRQLQJ��WKHLU�HPSOR\HHV�EHLQJ�VHQW�RQ�IRUFHG�OHDYHV��7KH�YROXPH

RI�DJULFXOWXUDO�SURGXFWLRQ�FRQVWLWXWHG�����RI������OHYHO��7KH�VXJDU�SURFHVVLQJ�HQWHUSULVHV

SURGXFHG�����OHVV��FDQQHULHV�±�E\�����OHVV��ZLQHULHV�±�E\�����FRPSDUHG�WR�SUHYLRXV�\HDU�

3URGXFWLRQ�RI�PHDW�SURFHVVLQJ�IDFWRULHV�LV�RQ�FRQWLQXRV�GHFOLQH��2QO\�WZR�IDFWRULHV�RXW�RI�QLQH

DUH�IXQFWLRQLQJ��2Q�WKH�VDPH�SHULRG��GDLU\�HQWHUSULVHV�VKRZHG�DQ�LQFUHDVH�LQ�SURGXFWLRQ�E\

������DV�FRPSDUHG�WR�������:RUVHQLQJ�RI�WKH�LQGXVWULDO�SURFHVVLQJ�VHFWRU�GXULQJ������FDQ�EH

H[SODLQHG�E\�ODFN�RI�UDZ�PDWHULDOV��ODFN�RI�IXQGV��LPSDFW�RI�5XVVLDQ�ILQDQFLDO�FULVLV��RXWGDWHG

WHFKQRORJLHV�DQG�KLJK�SURGXFW�FRVWV��WKDW�OHDG�WR�QRQ�FRPSHWLWLYHQHVV�RI�GRPHVWLF�SURGXFWV�

�

& RYH UD J H �R I�DFF RXQ WV �UHFH LYDE OH �E \ �DFF RXQ WV �S D\ DE OH

��
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���
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�
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LQVROYHQF\�RI�PDLQ�VDOHV�PDUNHWV��5XVVLD��8NUDLQH�DQG�5RPDQLD��DQG�ODFN�RI�QHZ�VROYHQW

PDUNHWV��$FFRUGLQJ�WR�HVWLPDWHV�RI�WKH�0LQLVWU\�RI�$JULFXOWXUH�DQG�3URFHVVLQJ�,QGXVWU\�WKH

QDWLRQDO�HFRQRP\�LQFXUUHG�ORVVHV�RI����EQ�OHL��WKH�VWDWH�EXGJHW�KDYLQJ�PLVVHG�WR�FROOHFW�VRPH

����PLO��OHL�

�,Q�������WKH�VKDUH�RI�LQGLYLGXDO�VHFWRU�LQ�*$2�LQFUHDVHG�E\�����DQG�FRQVWLWXWHG�����RI

WKH�WRWDO��7KH�SULYDWH�VHFWRU�VKRZHG�EHWWHU�UHVXOWV�LQ�ERWK�FURS�SURGXFWLRQ�VHFWRU������RI�WRWDO�

DQG�OLYHVWRFN�SURGXFWLRQ������RI�WRWDO���$V�RI���-DQXDU\�������WKH�WRWDO�QXPEHU�RI�ODQGRZQHUV

FRQVWLWXWHG�����WKRX��7KXV��GXULQJ������WKHLU�QXPEHU�LQFUHDVHG�E\����WKRX�������

��7KH�FKDUW�RQ�WKH�ULJKW�RXWOLQHV�WKH

SDFH�RI�RQJRLQJ�ODQG

UHIRUP��,QGLFDWRUV�VKRZ�WKDW

�����LV�WKH�PRVW

SURJUHVVLYH�\HDU�RI�ODQG

UHIRUP��WKHQ�IROORZHG�DQ

DFXWH�GHFOLQH�LQ������DQG�D

IXUWKHU�GHFUHDVH�LQ������

�

�9HU\�VRRQ�WKH�ODQG

ZLOO�EH�SULYDWL]HG�DQG

GLVWULEXWHG�WR�IDUPHUV��%XW�WKH�HQG�RI�DJULFXOWXUH�UHIRUP�LV�VWLOO�IDU��EHFDXVH�LW�VKRXOG�FRQWLQXH

ZLWK�SURSHUW\�FRQVROLGDWLRQ��PRGHUQL]DWLRQ�RI�HFRQRPLF�DQG�SURGXFWLRQ�VWUXFWXUHV��1HZ

ODQGRZQHUV�QHHG�VXSSRUW��DV�WKH\�ODFN�ILQDQFLDO�UHVRXUFHV�DQG�UHOHYDQW�H[SHULHQFH�LQ�WKH�QHZ

FLUFXPVWDQFHV��5HFHQW�DGRSWLRQ��LQ�WKH�ILUVW�UHDGLQJ��RI�3UHVLGHQW¶V�SURSRVDO�UHJDUGLQJ�WKH

OHJLVODWLRQ�RQ�ODQG��ZKLFK�DFFHSWV�GHSULYLQJ�WKH�ODQG�RZQHUV�LQ�FDVH�ZKHQ�WKH\�GR�QRW�IDUP

WKH�ODQG�SORWV��LV�QRW�D�SURSHU�DSSURDFK�RQ�EHKDOI�RI�WKH�VWDWH�WR�VXSSRUWLQJ�QHZ�RZQHUV��7KLV

VWLSXODWLRQ�LV�FRQWUDGLFWRU\�WR�WKH�VWLSXODWLRQ�RI�WKH�&RQVWLWXWLRQ�RI�WKH�5HSXEOLF�RI�0ROGRYD

RQ�ODQG�RZQHU�ULJKWV��7KH�ODQG�RZQHUV�VKRXOGQ¶W�EH�VDQFWLRQHG�LQ�FDVH�ZKHQ�WKH\�GHFLGH�QRW

WR�XVH�WKH�ODQG�SORWV��3HQDOWLHV�VKRXOG�EH�LPSRVHG�E\�WKH�VWDWH�LQ�FDVH�ZKHQ�QRQ�SURFHVVLQJ�RI

ODQG�SORW�DIIHFWV�WKH�VXUURXQGLQJ�ODQG�RZQHUV��,Q�WKLV�VLWXDWLRQ�HODERUDWLRQ�RI�PRUH�HIILFLHQW

PHFKDQLVPV�RI�IDUPHU�VXSSRUW�LV�UHTXLUHG�

�7KH�VORZ�SDFH�RI�RQJRLQJ�UHIRUPV�LV�YHU\�H[SHQVLYH�WR�WKH�VWDWH�EXGJHW��+LVWRULFDO

GHEWV�RI�WKH�DJULFXOWXUDO�HQWHUSULVHV�FRQVWLWXWH�RQ�DYHUDJH�RYHU��EQ�OHL��)URP�D�QXPEHU�RI

�����DJULFXOWXUDO�HQWHUSULVHV�����KDYH�GHEWV�ELJJHU�WKDQ�WKHLU�VDOHV������KDYH�GHEWV�RI������

WLPHV�ELJJHU�WKDQ�VDOHV�DQG�GHEWV�RI������RI�HQWHUSULVHV�VXUSDVV����WLPHV�WKH�YROXPH�RI�WKHLU

VDOHV��7KH�ILQDQFLDO�VLWXDWLRQ�RI�DJUR�LQGXVWULDO�FRPSOH[�LV�HYHQ�PRUH�GHWHULRUDWHG�E\�WKH

GHOD\�LQ�PDNLQJ�GHFLVLRQ�RQ�UHVWUXFWXULQJ�WKH�DJULFXOWXUDO�SURGXFHUV¶�GHEWV�DQG�ODFN�RI

HIILFLHQW�OHJDO�EDQNUXSWF\�PHFKDQLVPV��,I�WKLV�SUREOHP�LV�QRW�VROYHG�GXULQJ�WKH�QHDUHVW�IXWXUH

LW�ZLOO�OHDG�WR�D�VKDUS�LQFUHDVH�LQ�WKH�VKDUH�RI�VKDGRZ�HFRQRP\�DQG�WKHIW�RI�VWDWH�DQG�SULYDWH

SURSHUWLHV�

�,Q�WKH�GLIILFXOWLHV�ZLWK�WKH�EXGJHW�GHILFLW�WKHUH�LV�QR�KRSH�DQ\PRUH�IRU�JUDQWLQJ�VXEVLGLHV�RU

SULYLOHJHG�ORDQV�WR�DJULFXOWXUH��7KH�SULYDWL]DWLRQ�SURFHVV�LV�QRW�ILQLVKHG�\HW��DQG�TXHVWLRQV�HPHUJH

RQ�XQGHUWDNLQJ�PHDVXUHV��ZKLFK�FRXOG�VWRS�WKH�FRQWLQXRXV�GHPROLWLRQ�RI�WKH�SULYDWH�DQG�SXEOLF

SURSHUW\��7KH�VHFWRU�LV�FRQWLQXRXVO\�VKULQNLQJ�LWV�ZRUNLQJ�FDSLWDO�DQG�EDUWHU�WUDQVDFWLRQV�DUH

LQFUHDVLQJ��7KH�VLWXDWLRQ�LQ�ZKLFK�ORDQV�DUH�QRW�DYDLODEOH��WKH�H[SDQVLRQ�RI�EDUWHU�WUDQVDFWLRQV�LQ

WKH�DJUDULDQ�VHFWRU�LV�LQHYLWDEOH��7KH�PDMRU�SUREOHP�LV�QRW�ODFN�RI�IRRG�EXW�WKH�ODFN�RI�ILQDQFLQJ

IRU�SHUIRUPLQJ�IRRG�SURFXUHPHQW��7KH�PHFKDQLVP�RI�SD\PHQW�IRU�GHEWV�LQ�NLQG�LV�EHFRPLQJ�D

PDMRU�LPSHWXV�IRU�WUDGH�GHVWDELOL]DWLRQ��SURGXFHUV�DUH�RIIHUHG�ORZHUHG�SULFHV�LQ�RUGHU�WR�LQFUHDVH

WKH�IRRG�FRYHUDJH�RI�WKHLU�GHEWV��7KLV�ZLOO�OHDG�WR�D�GHFUHDVH�LQ�DJULFXOWXUDO�SULFHV�DQG�FRQWLQXRXV

GHWHULRUDWLRQ�RI�SURGXFHUV
�ILQDQFLDO�SRVLWLRQ�

�

��
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KDG�UHFLHYHG�WKH�ODQG QXPEHU�RI�UHTXHVWV�IRU�ODQG�SULYDWL]DWLRQ UDWH�RI�JURZWK

�������������/DQG�SULYDWL]DWLRQ
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�2QH�PD\�VD\�LQ�FRQFOXVLRQ�WKDW�WKHUH�LV�D�QHHG�LQ�D�IXQGV�LQIORZ���EDQNLQJ�FDSLWDO�LQWR�WKH

FUHGLW�PDUNHW�DQG�IRUHLJQ�LQYHVWPHQWV��2QO\�IRU�FXUUHQWV�QHHGV�WKH�VHFWRU�QHHGV�RQ�DYHUDJH

��������P��$5$¶V�HVWLPDWLRQ���,Q�RWKHU�ZRUGV��RQH�FDQ�QRW�H[SHFW�D�FRQVLGHUDEOH

LPSURYHPHQW�LQ�WKH�ILQDQFLDO�VLWXDWLRQ�RI�DJUR�LQGXVWULDO�VHFWRU�WKLV�\HDU�

�

�'RPHVWLF�WUDGH��SDLG�VHUYLFHV��7KH�HFRQRPLF�FULVLV��IDOOLQJ�SXUFKDVLQJ�SRZHU�RI�WKH

SRSXODWLRQ�DQG�WUDGH�VKLIWLQJ�WR�VKDGRZ�HFRQRP\�FDXVHG�WKH�GHFUHDVH��GXULQJ���\HDUV��RI�WKH�UHWDLO

FRPPRGLW\�WXUQRYHU�LQGLFDWRU�E\������,W�LV�KDUG�WR�EHOLHYH��WKDW�WKH�RUJDQL]HG�PDUNHW�DFFRXQWV�IRU

DOPRVW�KDOI�RI�WKH�HQWLUH�FRPPRGLW\�WXUQRYHU��LI�WR�FDOFXODWH�WKH�YROXPHV�RI�FRPPRGLW\�VDOHV�SHU

FDSLWD��GLVSOD\HG�E\�WKH�VWDWLVWLFV�SHU�DQQXP����������NJ��RI�PHDW������JU��RI�ILVK������JU��RI�EXWWHU�

����JU��RI�RLO������NJ��RI�SRWDWRHV������NJ�RI�YHJHWDEOHV������NJ��RI�IUXLWV��HWF��7KH�UXUDO�SRSXODWLRQ

�����RI�WKH�WRWDO��DFFRXQWV�IRU�����RI�WKH�FRPPRGLW\�WXUQRYHU��ZKLFK�SURYHV�DJDLQ��WKDW�WKH�UXUDO

ORFDOLWLHV�SDXSHUL]H�IDVWHU��7KH�SULYDWH�VHFWRU�DFFRXQWV�IRU�����RI�WKH�RYHUDOO�FRPPRGLW\�WXUQRYHU�

,W�LV�ZRUWK�PHQWLRQLQJ��WKDW�WKH�FRPPRGLW\�FLUFXODWLRQ�RI�WKH�SXEOLF�HQWHUSULVHV�H[SUHVVHG�LQ�IL[HG

SULFHV�RI������UHPDLQHG�SUDFWLFDOO\�XQFKDQJHG��DERXW�����WKRX�OHL���WKH�VDPH�LQGLFDWRU�LQ�WKH

SULYDWH�VHFWRU�GHFUHDVHG�DOPRVW�����IROG��IURP������WKRXVDQG�OHL�LQ������WR�����WKRXVDQG�OHL�LQ

�������ZKLFK�SURYHV�WR�D�JUHDW�H[WHQW�D�KLGLQJ�RI�LQFRPHV�LQ�WKH�SULYDWH�VHFWRU��UDWKHU�WKDQ�D�OHVVHU

LQFRPHV�RI�WKH�ODWWHU�

�

�7KH�YROXPH�RI�SDLG�VHUYLFHV�UHQGHUHG�WR�SRSXODWLRQ�KDV�IDOOHQ�VLQFH�WKH�HDUO\�µ��V�LQ

FRPSDUDEOH�SULFHV�E\������7KH�VWUXFWXUH�RI�UHQGHUHG�VHUYLFHV�KDV�FKDQJHG��WKH�VKDUH�RI�VRFLDO

VHUYLFHV�GHFUHDVHG�DQG�LQFUHDVHG�WKH�VKDUH�RI�FRPPXQDO�DQG�FRPPXQLFDWLRQ�VHUYLFHV��7KLV�WR�D

JUHDW�H[WHQW�FRXOG�EH�H[SODLQHG�E\�XQHYHQ�ULVH�RI�SULFHV�RQ�WKLV�W\SH�RI�VHUYLFHV��0RVW�RI�DOO

URVH�WKH�SULFHV�IRU�FRPPXQDO�VHUYLFHV��WUDQVSRUW�DQG�FRPPXQLFDWLRQV��,Q�WKH�VWUXFWXUH�RI

RZQHUVKLS�SUHYDLOV�WKH�VWDWH�VHFWRU�������

�

�([WHUQDO�WUDGH��7KH�LQGLFDWRU�RI�HFRQRPLF�³RSHQQHVV´�RI�0ROGRYD�LQ������UHDFKHG

�����>�H[SRUW�LPSRUW��*'3@��WKLV�EHLQJ�WKH�UHDVRQ�RI�H[SRVXUH�WR�H[WHUQDO�VKRFNV�DQG

RSHQQHVV�RI�GRPHVWLF�PDUNHW�WR�LPSRUWV�RI�SRRU�TXDOLW\�JRRGV��3UREOHPV�ZKLFK�GUDZ�WKH

DWWHQWLRQ�KHUH�DUH�

x� 7KH�SHULSKHUDO�QDWXUH�RI�WKH�HFRQRP\�KDV�H[WHQGHG�±�LQ�H[SRUW�VWUXFWXUH�JURZV�WKH�VKDUH

RI�XQILQLVKHG�SURGXFWV��UDZ�PDWHULDOV���7KH�H[SRUW�VWUXFWXUH�EHFDPH�PRUH�DJULFXOWXUDO�

SURQH��DQG�UHVSHFWLYHO\�PRUH�GHSHQGLQJ�RQ�FOLPDWH�FRQGLWLRQV�LQ�DQ�HQYLURQPHQW�RI�QRQ�

LUULJDWHG�IDUPLQJ��WKH�VKDUH�RI�DJUR�LQGXVWULDO�FRPSOH[�LQ�WKH�H[SRUW�URVH�IURP�����LQ

�����WR�DERXW�����LQ�������

x� 7KH�UHSXEOLF�EHFDPH�PRQRSVRQLVWLF��D�FRQVLGHUDEOH�GHSHQGHQFH�RI�H[SRUWV�IURP�RQH

FRXQWU\±EX\HU��WKH�VKDUH�RI�5XVVLD�DV�PDLQ�LPSRUWHU�RI�0ROGRYDQ�JRRGV�LQFUHDVHG�IURP

����LQ������WR�����LQ��������2Q�WKH�RWKHU�KDQG������RI�HQHUJ\�UHVRXUFHV��VXFK�DV

FRDO��FRNH��JDVROLQH��GLHVHO�IXHO��DQG������RI�QDWXUDO�JDV�LV�LPSRUWHG�IURP�WZR�FRXQWULHV

±�5XVVLD�DQG�WKH�8NUDLQH�

x� %\�'HFHPEHU���������D�GHFUHDVH�ZDV�QRWLFHG�LQ�QHW�H[SRUW�IURP������P�LQ������WR

������P��,Q�FRPSDUDEOH�SULFHV�RI�������PLOOLRQV�RI�86�GROODUV��H[SRUWV�FKDQJHG�VOLJKWO\�

ZKHUHDV�WKH�LPSRUW�URVH�E\������7KH�DQWLFLSDWLQJ�SDFH�RI�JURZLQJ�SULFHV�RQ�H[SRUW�DV

FRPSDUHG�ZLWK�LPSRUW�SULFHV�±�LV�D�SRVLWLYH�SKHQRPHQRQ��\HW��HSKHPHUDO��FDXVHG�E\�WKH

HTXDOL]LQJ�SULFHV�RQ�GRPHVWLF�DQG�H[WHUQDO�PDUNHWV��:HDN�H[SRUW�IOH[LELOLW\�WR�FKDQJLQJ

UHDO�H[FKDQJH�UDWH�RI�OHX�DQG�ELJ�VKDUH�RI�HQHUJ\�UHVRXUFHV�LQ�WKH�LPSRUW�PDNH�WKH

PHFKDQLVP�RI�H[SRUW�HQFRXUDJLQJ�WKURXJK�FKDQJLQJ�WKH�UHDO�H[FKDQJH�UDWH�RI�WKH

QDWLRQDO�FXUUHQF\�DOPRVW�LPSRVVLEOH�

�

�7KH�FRQVHTXHQFHV�RI�WKH�5XVVLDQ�FULVLV�ZHUH�GUDPDWLF�IRU�0ROGRYD��GXH�WR�LWV�ELJ

GHSHQGHQFH�RQ�WKH�(DVWHUQ�PDUNHW��2Q�WKH�RQH�KDQG��WKH�WUDGH�VKDUH�ZLWK�&,6�FRXQWULHV
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GHFUHDVHG�IURP�����LQ������WR�����LQ�������\HW��IURP�WKH�RWKHU�KDQG�WKH�H[SRUW�YROXPH�RI

0ROGRYDQ�SURGXFWV�WR�RWKHU�FRXQWULHV�DOVR�GLPLQLVKHG�DQG�DFFRXQWHG�IRU�����RI�WKH�����

OHYHO��7KH�HQWHUSULVHV�QHHG�LQYHVWPHQWV�LQ�RUGHU�WR�UDLVH�WKH�TXDOLW\�RI�JRRGV�WR�LQWHUQDWLRQDO

VWDQGDUGV��+RZHYHU��HQWHUSULVHV�FKRVH�WKH�SDWK�RI�OHDVW�UHVLVWDQFH�DQG�VROG�SURGXFWLRQ�RQ�WKH

&,6�PDUNHWV��ZKLFK�GR�QRW�KDYH�FRQVLGHUDEOH�UHTXLUHPHQWV�LQ�WHUPV�RI�TXDOLW\��0HDQZKLOH�

GXULQJ�ODWH�PRQWKV�RI������WKH�H[SRUW�GHFOLQH�LQ�WKH�&,6�FRXQWULHV�ZDV�PXFK�GHHSHU��WKDW�LQ

RWKHU�FRXQWULHV�

�$�SDUWLFXODU�UROH�LQ�WKH�H[SRUW�WR�RWKHU�FRXQWULHV�SOD\V�WKH�SURGXFWLRQ�RI�OLJKW�LQGXVWU\�

ZKLFK�UHDFKHG�����RI�WKH�RYHUDOO�YROXPH�RI�H[SRUW�WR�WKRVH�FRXQWULHV��7DNLQJ�LQWR�DFFRXQW�WKH

SUHIHUHQWLDO�V\VWHP�SURYLGHG�E\�WKH�(8�FRXQWULHV�WR�0ROGRYD��WKH�DERYH�PHQWLRQHG�SURGXFWLRQ

LV�D�SULRULW\�IRU�SURPRWLQJ�WR�WKH�PDUNHW�RI�WKH�RWKHU�FRXQWULHV��:KLOH�WKH�H[SRUW�RI�IRRG

LQGXVWU\�WR�WKRVH�PDUNHWV�GHFOLQHG�E\������WKH�H[SRUW�RI�WH[WLOH�LQGXVWU\�RXWSXW�DQG�LWV�DUWLFOHV

LQFUHDVHG�E\�����

�

�3ULYDWL]DWLRQ�DQG�WKH�SULYDWH�VHFWRU��2QH�RI�WKH�QHJDWLYH�OHVVRQV�RI������LV�WKDW�IRU�WKH

IDWH�RI�WKH�QDWLRQDO�HFRQRP\�LV�FUXFLDO�WR�UHDFK�D�PXWXDO�XQGHUVWDQGLQJ�EHWZHHQ�VWDWH

VWUXFWXUHV�DQG�HQWUHSUHQHXUVKLS��0HDQZKLOH�LQ�0ROGRYD�WKH�HQWUHSUHQHXUV�EHFDPH�DOUHDG\�D

UHDO�SRZHU��ZKLFK�UHTXLUH�D�SURSHU�WUHDWPHQW��,Q�D�GHPRFUDWLF�VRFLHW\�WKH�*RYHUQPHQW�VKRXOG

ILQG�D�FRQVHQVXV�ZLWK�WKH�EXVLQHVVPHQ�DW�OHDVW�IRU�LQFUHDVLQJ�WKH�WD[HV�LQIORZ��$V�D�UHVXOW�RI

DGPLQLVWUDWLYH�SUHVVXUHV�RQ�EXVLQHVVPHQ�PRUH�DQG�PRUH�HFRQRPLF�DJHQWV�VKLIWHG�WR�WKH

VKDGRZ�HFRQRP\��WKXV�EURDGHQLQJ�WKH�VFDOH�RI�VPXJJOLQJ�DQG�FRUUXSWLRQ�DQG�DYRLGHG�WD[

SD\PHQWV�WR�WKH�EXGJHW�

�'XULQJ�UHFHQW�\HDUV�WKUHH�SULYDWL]DWLRQ�SURJUDPV�WRRN�SODFH�LQ�0ROGRYD��IRU�YRXFKHUV

��������PL[HG��������������DQG�IRU�FDVK��������������$V�D�UHVXOW�RI�WKH�ILUVW�WZR�SURJUDPV

WKH�IRUPHUO\�VWDWH�SURSHUW\�ZDV�³GLVDJJUHJDWHG´�

�3URFHHGLQJ�IURP�WKH�QHHG�WR�FRPSOHWH�WKH�LQFRPHV�WR�WKH�EXGJHW��DV�ZHOO�DV�XUJHG�E\�WKH

LQWHUQDWLRQDO�ILQDQFLDO�RUJDQL]DWLRQV�LQ������D�FHUWDLQ�SURJUHVV�ZDV�UHDFKHG�GXULQJ�WKH�FDVK

SULYDWL]DWLRQ��WKH�HQHUJ\�VHFWRU��0ROGWHOHFRP��0ROGRYD�*D]��5H]LQD�&HPHQW�3ODQW��³)ORDUH�

&DUSHW´��DQG�RWKHUV���LW�LV�QRW�FOHDU�\HW��KRZ�FRPH��0ROGRYD�KDYLQJ�VXEPLWWHG�����RI�WKH

VKDUH�SDFNDJH�RI�0ROGRYD�*D]��ZRUWK�����P��GHFUHDVHV�LWV�GHEW�WR�5XVVLD�RQO\�E\����P��RU�

WKDW�LQ�FRQGLWLRQV�RI�FROODSVLQJ�5XVVLDQ�UXEOH�WKH�0ROGRYDQ�ZLQHULHV�RQ�WKH�WHUULWRU\�RI�5XVVLD

DUH�HYDOXDWHG�LQ�UXEOHV�DQG�QRW�LQ�86�GROODUV"�7KH�VDOH�RI�0ROGWHOHFRP�GRHV�QRW�FRQWUDGLFW�WKH

/DZ�RQ�0RQRSRO\�

�,W�LV�VWLOO�DUJXDEOH�WKH�TXHVWLRQ�RI�WKH�VKDUH�RI�SULYDWH�VHFWRU�LQ�*'3��EHFDXVH�WKH�SULYDWH

VHFWRU�LQFOXGHV�DOVR�VXFK�IRUPDWLRQV�DV�FROOHFWLYH�IDUPV��D�SURFHVV�LV�WDNLQJ�SODFH�RI�PDVV

VKLIWLQJ�RI�SULYDWH�HFRQRPLF�DJHQWV�WR�VKDGRZ�HFRQRP\��7KH�SULYDWH�VHFWRU�EURDGHQV��ZKHUHDV

WKH�RIILFLDO�VWDWLVWLFV�FRQWLQXHV�WR�SURYLGH�GLVWRUWHG�SLFWXUH�RI�LWV�IXQFWLRQLQJ�E\�IDOVH

FRQFOXVLRQV��7KXV��DFFRUGLQJ�WR�WKH�ODWWHU��WKH�SURGXFWLYLW\�LQ�WKH�LQGXVWULDO�VHFWRU�LV�����WLPHV

KLJKHU�LQ�WKH�VWDWH�VHFWRU�DV�FRPSDUHG�ZLWK�WKH�SULYDWH�RQH��RU�DQRWKHU�FRQFOXVLRQ���SXWWLQJ�LQWR

RSHUDWLRQ�RI�UHVLGHQWLDO�KRXVHV�EXLOW�XS�E\�SULYDWH�EXLOGHUV�GXULQJ�WKH�ODVW���\HDUV�GLPLQLVKHG

PRUH�WKDQ���WLPHV�

�

�6KDGRZ�HFRQRP\�LQ������UHDFKHG�GLPHQVLRQV��WKDW�ZHUH�GDQJHURXV�IRU�WKH�HFRQRPLF

VHFXULW\�RI�WKH�FRXQWU\��7KH�UHDOLW\�LV��WKDW�WKH�KDUG�EXW�³QRQ�FRPSXOVRU\´�WD[�EXUGHQ��RI�DERXW

������DQG�WKH�OHVVHU��EXW�REOLJDWRU\�LQIRUPDO�EXUGHQ������SD\PHQW�IRU�WKH�³SROLWLFDO�FRYHU´�

EULEHULHV�WR�WKH�EXUHDXFUDWLF�PDFKLQHU\��SD\PHQWV�IRU�DYRLGLQJ�WKH�DUWLILFLDO�EDUULHUV�IRU�DQ

HFRQRPLF�DFWLYLW\��HWF���SODFH�WKH�HFRQRPLF�DJHQWV�EHIRUH�WKH�GLOHPPD��EDQNUXSWF\�RU�JRLQJ�WR

VXFFXPELQJ�WR�VKDGRZ�HFRQRP\��$QRWKHU�FLUFXPVWDQFH�±�EXGJHW�SUREOHP�RI�WKH�VWDWH�DQG�LWV

FDSDELOLW\�WR�VWLPXODWH�WKH�ZRUN�RI�WKH�FRQWUROOLQJ�ERGLHV�LQ�GXH�PDQQHU��QRQ�SD\PHQW�RI

ZDJHV�IRU�VRPH�PRQWKV�FRUUXSWV�DQG�GHFUHDVHV�WKH�LQWHUHVW�RI�WKH�FRQWUROOLQJ�ERGLHV�LQ�WUDFLQJ

RXW�WKH�HFRQRPLF�DQG�ILQDQFLDO�YLRODWLRQV�
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�$V�D�UHVXOW��VKDGRZ�HFRQRP\�GHYHORSHG�IDVW��LWV�VKDUH�DV�FRPSDUHG�WR�IRUPDO�HFRQRP\

JUHZ�IURP�����LQ������WR�����LQ������DQG��������LQ��������$FFRUGLQJ�WR�HVWLPDWHV��WD[

HYDVLRQ�LQFUHDVHG�IURP����RI�WKH�FRQVROLGDWHG�EXGJHW�LQFRPH�WR�����

�)LQDQFLDO�DQG�HFRQRPLF�GLVFLSOLQH�YLRODWLRQ�IUHTXHQF\�WUDFHG�RXW�E\�WKH�HPSOR\HHV�RI�WKH

'HSDUWPHQW�RI�5HYLVLRQ�DQG�&RQWURO�LQFUHDVHG�WR������ZKHUHDV�WKH�IUHTXHQF\�RI�HFRQRPLF

OHJLVODWLRQ�YLRODWLRQV��UHYHDOHG�E\�WKH�SHUVRQQHO�RI�WKH�0DLQ�6WDWH�)LQDQFLDO�,QVSHFWRUDWH�±�WR

�����,Q�����RI�WKH�SHUIRUPHG�FRQWUROV�E\�WKH�'HSDUWPHQW�RI�6WDQGDUGV��0HWURORJ\�DQG

7HFKQLFDO�6XSHUYLVLRQ�DUH�XQYHLOHG�YLRODWLRQV�IURP�WKH�QRUPV��LQ�WHUPV�RI�LPSRUWHG�SURGXFWLRQ

WKLV�LQGLFDWRU�DFFRXQWV�IRU�����

�7KH�WUDQVSDUHQF\�RI�WKH�0ROGRYDQ�ERUGHUV��GLIIHUHQFH�LQ�FXVWRPV�DQG�ILVFDO�UHJLPHV�RQ

WKH�WHUULWRU\�RI�0ROGRYD��8NUDLQH�DQG�5XVVLD�OHDG�WR�PDQ\�LOOHJDO�H[SRUW�LPSRUW�RSHUDWLRQV�

7KXV��FRPSDULVRQ�RI�LPSRUW�H[SRUW�RSHUDWLRQV�GDWD�WUDFHG�RXW�GHYLDWLRQV�RI�����RI�H[SRUW

WUDQVDFWLRQV�WR�5XVVLD��������DQG������H[SRUWV�WR�WKH�8NUDLQH�

�

�6RFLDO�LPSOLFDWLRQV��7KH�SKHQRPHQD��ZKLFK�RFFXUUHG�LQ�WKH�HFRQRP\�WKURXJKRXW������

KDYH�KDG�VLJQLILFDQW�DGYHUVH�HIIHFWV�RQ�OLYLQJ�VWDQGDUGV��:LWK�UHJDUG�WR�WKLV�IDFW��VWDWLVWLFDO�GDWD

UHYHDO�DQ�H[FHVVLYH�GHFOLQH�LQ�SHRSOH¶V�ZHOIDUH��7KH�UHDO�PRQWKO\�GLVSRVDEOH�LQFRPH�SHU�SHUVRQ

KDV�GURSSHG�E\�����DQG�UHDFKHG�LWV�ORZHVW�OHYHO�LQ�WKH�ODVW�IRXU�\HDUV�±����OHL�������

&RQVHTXHQWO\�FRQVXPSWLRQ�RI�PDUNHWDEOH�JRRGV�DQG�VHUYLFHV�KDV�VKUXQN��JLYLQJ�PRUH�URRP�WR

FORVHG�KRXVHKROG�FRQVXPSWLRQ�RI�KRPHPDGH�SURGXFWV��7KH�VKDUH�RI�H[SHQGLWXUHV�IRU�IRRGVWXIIV

KDV�H[WHQGHG�E\�DQRWKHU����DQG�FDSWXUHG�DOPRVW�����RI�WKH�WRWDO�KRXVHKROG�LQFRPH�

'LVWXUEDQFHV�LQ�SXEOLF�ILQDQFHV�DQG�ZHDN�WD[�FROOHFWLRQ�WKDW�SUHYDLOHG�WKURXJKRXW�WKH�SHULRG

KDYH�DJJUDYDWHG�FRQVLGHUDEO\�VDODU\�ZDJHV�SD\PHQWV��PDNLQJ�SD\LQJ�RII�WKH�DUUHDUV�RZHG

PRUH�GLIILFXOW�WKDQ�HYHU�EHIRUH��,I�DW�WKH�EHJLQQLQJ�RI������WKH�RYHUDOO�VWRFN�RI�EXGJHWDU\�VDODU\

DUUHDUV�DFFRXQWHG�IRU���PRQWKV��QRZ�ZH�KDYH�HQWHUHG�WKH������ZLWK�D�����PRQWKV�VDODU\�GHEW�

7KH�ILQDQFLDO�YLDELOLW\�RI�WKH�VRFLDO�IXQG�EXGJHW�LV�YHU\�SRRU��7KH�FKLHI�UHDVRQ�LV�D�ORZ

FROOHFWLRQ�RI�VRFLDO�FRQWULEXWLRQV��2Q�DYHUDJH�WKH�UDWLR�RI�WD[�FROOHFWLRQ�GLG�QRW�H[FHHGHG����

RI�WKH�DQQXDO�FRPPLWPHQWV��$V�D�UHVXOW��D�JUHDW�GHDO�RI�ERWK�SD\DEOH�DQG�UHFHLYDEOH�DFFRXQWV�KDV

DFFXPXODWHG��,Q�FRPSDULVRQ�ZLWK�-DQXDU\������WKH�RYHUDOO�VWRFN�RI�SHQVLRQ�DUUHDUV�QHDUO\

GRXEOHG�DFFRXQWHG�DW�WKH�PRPHQW�IRU�DERXW�����PLO��OHL��'XH�WR�ODFN�RI�ILQDQFLDO�LQSXWV�LQWR

VRFLDO�IXQG�EXGJHW��SHQVLRQ�LQ�NLQG�ZDV�SUDFWLFHG�DW�D�ODUJH�VFDOH��DOPRVW�����RI�WKH�WRWDO�SDLG

SHQVLRQV�FRPSDUDEOH�ZLWK�����LQ�������7KH�FXPXODWLYH�HIIHFW�RI�ILQDQFLDO�GLVRUGHUO\

DGMXVWPHQWV�KDV�SUHFLSLWDWHG�LQFRPH�GLVSDULWLHV�DQG�VSUHDGLQJ�RI�SRYHUW\��7KH�PDJQLWXGH�RI

LQFRPH�GLVWULEXWLRQ�LV�YHU\�ODUJH�DQG�FRQVWLWXWHV�������&KDQJHV�RFFXUUHG�LQ�LQFRPH�GLVWULEXWLRQ

ZHUH�LQ�GHWULPHQW�RI�WKH�SRRU��7KH�ERWWRP�����RI�WKH�SRRUHVW�SRSXODWLRQ�KDV�VKUXQN�WKHLU�VKDUH

IURP����WR�������ZKLOH�WKH�WRS�ULFKHVW�����LQFUHDVHG�WKHLU�ZHOIDUH�IURP�����WR������7KXV�WKH

ULFK�EHFRPH�ULFKHU��DQG�WKH�SRRU�EHFRPH�SRRUHU��$V�D�FRQVHTXHQFH��DERXW�����RI�WKH�HQWLUH

SRSXODWLRQ�OLYH�RQ�GDLO\�LQFRPHV�RI�OHVV�WKDQ����

�

�0DLQ�OHVVRQV��2XWJRLQJ������\HDU�KDG�SURYHG�RQH�PRUH�WLPH�WKH�UXOH��VRFLDO�FRVWV�JHW

KLJKHU�DQG�SHRSOH¶V�FUHGLELOLW\�ZHDNHQV�RQFH�UHIRUPV�DUH�SURFUDVWLQDWHG��,Q�WKH�VRFLDO�VSKHUH�WKH

SDFH�RI�UHIRUPV�ZDV�WRR�VORZ�DQG�DWWHPSWV�WR�PDNH�VRPH�FKDQJHV�ZHUH�GRQH�LQ�D�FRQWURYHUVLDO

DQG�VKDOORZ�PDQQHU��([FHSWLRQ�FRXOG�EH�RQO\�OHJDO�IUDPHZRUN�ZKHUH�VHYHUDO�LPSRUWDQW�ODZV�KDYH

EHHQ�DSSURYHG��:H�FDQ�PHQWLRQ�KHUH�WKH�/DZ�RQ�0DQGDWRU\�+HDOWK�&DUH�,QVXUDQFH�����)HE���

/DZ�RQ�6WDWH�3HQVLRQ�,QVXUDQFH�����2FW���DQG�/DZ�RQ�0LQLPXP�0HGLFDO�6HUYLFHV�SURYLGHG�E\

6WDWH�������)HE������6HYHUDO�PRUH�FRXSOH�GUDIWV�RI�ODZV�KDYH�SDVVHG�WKH��VW�DQG��QG�UHDGLQJV�LQ

WKH�3DUOLDPHQW��ZDLWLQJ�IRU�WKH�ILQDO�VWDJH��/DZ�RQ�1RQ�6WDWH�3HQVLRQ�)XQGV��DQG�/DZ�RQ�6RFLDO

,QVXUDQFH���$WWHPSWV�WR�SD\�RII�SHQVLRQ�VDODU\�DUUHDUV�KDYH�IDOOHQ�GXH�WR�ODFN�RI�FRQVLVWHQF\�LQ

SURPRWLQJ�VRFLDO�UHIRUP��*RYHUQPHQW�LQVWLWXWLRQV�ZHUH�FRQFHLYHG�PDLQO\�ZLWK�FXUUHQW�LVVXHV�

DFWLQJ�DV�D�ILUH�ILJKWHU�EULJDGH��7LPH��PRQH\��DQG�HIIRUWV�ZHUH�VSHQW�RQ�WDNLQJ�DG�KRFN�PHDVXUHV�

ZKLFK�EURXJKW�VRPH�LQVLJQLILFDQW�DQG�WHPSRUDU\�UHVXOWV�
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�,QVWLWXWLRQDO�QHWZRUN�IRU�LPSOHPHQWDWLRQ�WKH�QHZ�ODZV�LV�QRW�VHWWOHG�\HW��,Q�UHDOLW\�D�KXJH

JDS�EHWZHHQ�WKH�QHZ�OHJDO�IUDPHZRUN�DQG�RXWGDWHG�VRFLDO�VHFXULW\�LQVWLWXWLRQV�FDQ�EH�VHHQ�

&RQVHTXHQWO\��SHQVLRQ��KHDOWK�FDUH�DQG�RWKHU�VHFWRU�UHIRUPV��VWRSSHG��3XEOLF�VRFLDO

DUUDQJHPHQWV�DUH�WRR�FRVWO\�DQG�EDGO\�WDUJHWHG��.HHSLQJ�IXUWKHU�WKH�LPSOLFLW�QDWXUH�RI�WKH

VRFLDO�H[SHQGLWXUHV��DV�ZHOO�DV�WKH�EURDG�UDQJH�RI�WKH�VRFLDO�SULYLOHJHV�FRXOG�XQGHUPLQH�WKH

IDWH�RI�WKH�VRFLDO�UHIRUP��8QGHUWDNHQ�GHVSHUDWH�DFWLRQV�WR�ILW�H[SHQGLWXUHV�ZLWK�WKH�UHYHQXHV

GLG�QRW�KDYH�D�SRVLWLYH�HIIHFW��7KUHH�WLPHV�GXULQJ�WKH������WKH�VRFLDO�IXQG�EXGJHW�ZDV�UHYLVHG

WRZDUGV�UHGXFLQJ�HLWKHU�RI�LWV�VLGHV��EXW�WKH�UHVXOW�ZDV�LQVLJQLILFDQW��%\�WKH�HQG�RI�WKH�\HDU

SHQVLRQ�DUUDQJHPHQWV�ZHUH�SDLG�DW�����RI�WKHLU�LQLWLDO�UDWH��)DPLO\�DOORZDQFHV�DQG

FRPSHQVDWLRQV�IRU�SXEOLF�XWLOLWLHV�DUH�WRR�GLIIXVH�DQG�SURYLGHG�LQ�D�PDQQHU�FORVHG�WR�WKH

XQLYHUVDO�FRYHUDJH��&URVV�VXEVLGL]DWLRQ�RI�WKH�HOHFWULFLW\�DQG�WKHUPDO�HQHUJ\�WDULIIV�LV�WKH�PRVW

YXOQHUDEOH�SRLQW�LQ�WKH�VRFLDO�VDIHW\�VFKHPHV��7KH\�FDSWXUHG�QHDU�����RI�WKH�SXEOLF�EXGJHW

UHYHQXHV��DQG�DUH�FRQYHQLHQW�RQO\�IRU�WKH�FRPSDQLHV�ZKLFK�SURGXFH�GHOLYHU�HQHUJ\�UHVRXUFHV�

3KDVLQJ�RXW�WKH�VXEVLGLHV�FRXOG�PHHW�VWURQJ�LQVWLWXWLRQDO�FRQVWUDLQWV��PDNLQJ�WKLV�LVVXH

SROLWLFDOO\�VHQVLWLYH��7KH�DGPLQLVWUDWLYH�FDSDFLW\�RI�VRFLDO�LQVWLWXWLRQV�LV�WRR�ZHDN��DQG�WKLV

FRXOG�EH�D�VHULRXV�LPSHGLPHQW�IRU�WKH�LPSOHPHQWDWLRQ�RI�WKH�UHIRUP�SURSRVDOV��%HVLGHV�WKDW�

ODFN�RI�SXEOLFLW\�RI�WKH�DLPV�DQG�VFRSH�RI�WKH�VRFLDO�UHIRUP�KDYH�VWUHQJWKHQHG�RSSRQHQW¶V

SRVLWLRQV�DQG�LQWHQVLILHG�UXPRUV�ZKLFK�LPSDFWHG�XSRQ�WKH�VXFFHVV�RI�WKH�UHIRUP�

�3ROLF\�RSWLRQV��$PRQJ�EURDG�UDQJH�RI�VRFLDO�LVVXHV�ZKLFK�IDFH�QRZDGD\V�0ROGRYD�WKH

IROORZLQJ�WKUHH�JURXSV�ZLOO�H[HUW�PRUH�SUHVVXUH�GXULQJ�WKH������

�)LQDQFLDO�LPEDODQFHV��7KH�PDLQ�FKDOOHQJH�LV�KRZ�WR�PHHW�VRFLDO�FRPPLWPHQWV�

SDUWLFXODUO\�SD\�RII�VDODU\�SHQVLRQ�DUUHDUV�ZLWKLQ�WRXJK�ILVFDO�DQG�EXGJHWDU\�FRQVWUDLQWV��,Q�OLQH

ZLWK�WKDW��SROLF\�LQVWUXPHQWV�VKRXOG�EH�GHVLJQHG�LQ�D�WDUJHWHG�DQG�FRVW�HIIHFWLYH�IDVKLRQ��7KLV

LQYROYHV�WKH�QHFHVVLW\�RI�UDWLRQDOL]LQJ�VRFLDO�H[SHQGLWXUHV�LQ�FRQWH[W�ZLWK�SXEOLF�ILQDQFH

UHVWUXFWXULQJ��,W�LV�H[SHFWHG�WR�EH�UHYLVHG�WKH�OHYHO�DQG�GXUDWLRQ�RI�EHQHILWV��(OLJLELOLW\�FULWHULD

ZRXOG�QHHG�WR�EH�WLJKWO\�GHVLJQHG��:LWK�UHJDUG�WR�VXEVLGLHV��LW�VHHPV�WKDW�LW�LV�SUHPDWXUH�WR

FRPSOHWHO\�SKDVH�WKHP�RXW��7KHUHIRUH��LW�LV�PRUH�OLNHO\�WR�WDNH�WKH�SUDJPDWLF�DSSURDFK�RI

OLPLWHG�WUDQVLWRU\�FRQVXPHU�VXEVLGLHV��NHHSLQJ�D�WUDGH�RII�EHWZHHQ�QDUURZQHVV�RI�WDUJHWLQJ

DQG�WKH�EXGJHWDU\�FRVWV�RI�VXEVLGLHV�

�,QVWLWXWLRQDO�LVVXHV��(IIRUWV�VKRXOG�EH�IRFXVHG�RQ�PDNLQJ�PRUH�VLPSOH�WKH�DGPLQLVWUDWLYH

SURFHGXUHV�DQG�UHGXFLQJ�RSHUDWLRQDO�FRVWV��0HDQZKLOH�LPSURYHPHQW�RI�LQVWLWXWLRQDO�FDSDELOLW\

LV�JHWWLQJ�PRUH�FUXFLDO�DQG�WKLV�UHTXLUHV�GHYHORSPHQW�RI�D�QHZ�RUJDQL]DWLRQDO�QHWZRUN�IRU

VRFLDO�VHFXULW\�VFKHPHV��$V�D�UHVXOW��ZH�FDQ�H[SHFW�FKDQJHV�LQ�D�SHUVRQQHO�VWUXFWXUH�DQG�HYHQ

VRPH�OD\�RIIV�

�/HJDO�LVVXHV���7KH\�ZLOO�GHDO�DW�WKH�VDPH�WLPH�ZLWK�WZR�NLQGV�RI�DFWLYLWLHV��GHVLJQLQJ�QHZ

OHJDO�IUDPHZRUN�DQG�JLYLQJ�URRP�IRU�PDNLQJ�RSHUDWLRQDOO\�WKH�QHZ�DGRSWHG�ODZV��7KDW�LV�ZK\�

IRU������\HDU�LW�LV�PRUH�OLNHO\�WKDW�WKH�ODWWHU�MRE�ZLOO�SUHYDLO�LQ�RUGHU�WR�XQIUHH]H�SHQVLRQ�DQG

KHDOWK�FDUH�UHIRUPV��$OVR��HQDFWPHQW�RI�PLQLVWHULDO�OHJDO�SURFHGXUHV�LV�UHTXLUHG�IRU�VHWWLQJ�XS

WKH�QHZ�VRFLDO�DVVLVWDQFH�LQIUDVWUXFWXUH�

�

�7KH�FKDQFH�IRU�³\RXQJ�UHIRUPHUV´��$V�ZH�FDQ�VHH��XQGHU�WKH�LPSDFW�RI�ERWK�H[WHUQDO

FLUFXPVWDQFHV�DQG�LQWHUQDO�IDFWRUV��WKH�0ROGRYDQ�HFRQRP\�IXOO\�GLVSOD\V�LWV�GXDO�QDWXUH��2Q

WKH�RQH�KDQG�DUH�HYLGHQW�DOO�WKH�IHDWXUHV�RI�WKH�OLEHUDO�HFRQRP\�±�RSHQQHVV�RI�WKH�FRXQWU\�

QHHGHG�ODZV�DQG�LQVWLWXWLRQV�DUH�DYDLODEOH��+RZHYHU��WKH�ODZV�DUH�QRW�HQIRUFHG��WKH�FRXUWV�RI

ODZ�GR�QRW�DSSO\�WKHP��WKH�ODWLWXGH�RI�WKH�VKDGRZ�HFRQRP\�LV�ODUJH��$�PHFKDQLVP�KDV�QRW�EHHQ

HVWDEOLVKHG�RQ�GHYHORSLQJ�VRFLDOO\�HIIHFWLYH�GHFLVLRQV�DQG�WKHLU�LPSOHPHQWDWLRQ��0DQ\

LQVWLWXWLRQV���+LJK�(FRQRPLF�&RXQFLO�XQGHU�WKH�3UHVLGHQW��WKH�JURXS�RI�DGYLVHUV�WR�WKH

*RYHUQPHQW��)XQG�RI�(QWUHSUHQHXUVKLS�6XSSRUW��$JHQF\�IRU�$WWUDFWLQJ�,QYHVWPHQWV��$JHQF\

IRU�([SRUW�3URPRWLRQ��6WRFN�([FKDQJH��HWF��±�VWRRG�VWLOO�RQ�WKH�LQFLSLHQW�VWDJH��2Q�WKH�RWKHU

KDQG��WKHUH�DUH�VWURQJ�PHFKDQLVPV�RI�JURXS�LQWHUHVWV¶�UHDOL]DWLRQ�
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�(YHU�QRZ�DQG�WKHQ�WKH�HPHUJHG�GLVFUHSDQFLHV�EHWZHHQ�WKH�SRZHU�EUDQFKHV��IUHTXHQW

FKDQJHV�RI�WKH�*RYHUQPHQW��WUDGH�XQLRQV¶�FRQIRUPLVP�DQG�IUHTXHQW�HOHFWLRQV��HDFK���\HDUV�±��

HOHFWLRQ�FDPSDLJQV���FRQVWDQWO\�DQLPDWH�WKH�KRSHV�RI�WKH�SRSXODWLRQ�WR�FKDQJH�

�$SSDUHQWO\�D�SROLWLFDO�DQG�HFRQRPLF�V\VWHP�HPHUJHG�LQ�WKH�FRXQWU\��WKDW�QRW�RQO\

UHLQIRUFHV�VWDJQDWLRQ��EXW�IRU�ZKLFK�HFRQRPLF�GHSUHVVLRQ�DQG�SROLWLFDO�LQVWDELOLW\�LV�DQ

LQYLJRUDWLQJ�HQYLURQPHQW�IRU�H[LVWHQFH�

�)LQDOO\��LQ�0ROGRYD�VWDUWLQJ�WKH�VSULQJ�RI������WKH�\RXQJ�UHIRUPHUV�±�OLEHUDOV��ZKR�KDYH�WR

FDUU\�RXW�DQ�RSHQ�DQG�XQGHUVWDQGDEOH�SURJUDP�RI�UHIRUPV��E\�WU\LQJ�WR�PDNH�D�8�WXUQ�LQ�EHWWHULQJ

WKH�VLWXDWLRQ��JRW�D�FKDQFH��7KH�QHHG�RI�D�³QHZ�HFRQRPLF�SROLF\´�IRU�0ROGRYD�LV�GHWHUPLQHG�E\

WKH�PDLQ�FLUFXPVWDQFH�±�D�UHDO�WKUHDW�HPHUJHG�IRU�WKH�VHFXULW\�RI�WKH�FRXQWU\��0DQ\�RI�LWV

LQGLFDWRUV�DUH�FORVH�WR�WKH�FULWLFDO�ERWWRP�OHYHO��ERWK�HFRQRPLF�DQG�VRFLDO��

�,Q�WKH�FUHDWHG�VLWXDWLRQ�WKH�PDLQ�WDVNV�RI�,��6WXU]D¶V�*RYHUQPHQW��ZKLFK�ZDV

FRPPLVVLRQHG�WKH�PDQGDWH�RQ�0DUFK�����������DUH�WR�RYHUFRPH�WKH�DFXWH�SKDVH�RI�WKH�FULVLV

DQG�WR�SURPRWH�WKH�UHIRUPV�PRUH�DFWLYHO\�EDVHG�RQ�WKH�SULQFLSOHV�RI�HFRQRPLF�VRXQGQHVV�DQG

VRFLDO�HTXLW\��7KH�ILUVW�EORFN�RI�SUREOHPV��WKDW�KDYH�WR�EH�GHFLGHG�

x� GHWHUPLQLQJ�WKH�³JURZWK�]RQHV´�LQ�WKH�QDWLRQDO�HFRQRP\��UHDO�VHFWRU�DQG�HQWUHSUHQHXUVKLS

GHYHORSPHQW��E\�SDUDOOHO�UHGXFWLRQ�RI�VKDGRZ�HFRQRP\�

x� VXSSUHVVLQJ�FRUUXSWLRQ
��

x� UHYLWDOL]LQJ�WKH�VWDWH�EXGJHW��LQFUHDVLQJ�WKH�UDWH�RI�WD[�FROOHFWLRQ�DQG�UDWLRQDOL]DWLRQ�RI�WKH

VWDWH�H[SHQVHV��OLPLWDWLRQ�RI�EXGJHWDU\�OLDELOLWLHV�

x� SURPRWLQJ�D�PRUH�HFRQRPLFDOO\�HIILFLHQW�SULYDWL]DWLRQ��IRU�FDVK��RULHQWHG�WRZDUGV�DWWUDFWLQJ

IRUHLJQ�LQYHVWPHQWV�

x� FRPSOHWLQJ�WKH�³/DQG´�1DWLRQDO�3URJUDP��UHVWUXFWXULQJ�WKH�ORVV�EHDULQJ�DJULFXOWXUDO

HQWHUSULVHV�E\�ZD\�RI�VHWWLQJ�XS�QHZ�PDUNHW�LQIUDVWUXFWXUH�IRU�IDUPV�DQG�UXUDO�SRSXODWLRQ�

x� LQFUHDVLQJ�DQG�SURPRWLQJ�H[SRUW��LWV�UHRULHQWDWLRQ�WR�QHZ�PDUNHWV��UHVWUXFWXULQJ�DQG

UHWHFKQRORJL]LQJ�IRU�WKHVH�SXUSRVHV�RI�WKH�LQGXVWULDO�HQWHUSULVHV�

x� UHRUJDQL]DWLRQ�DQG�SULYDWL]DWLRQ�RI�WKH�HQHUJ\�VHFWRU�

x� UHIRUPDWLRQ�RI�WKH�VRFLDO�VSKHUH�±�SHQVLRQ�UHIRUP��UHIRUPDWLRQ�RI�WKH�HGXFDWLRQ�DQG�KHDOWK

FDUH�V\VWHPV�

x� IXQFWLRQDO�UHVWUXFWXULQJ�RI�WKH�ORFDO�DGPLQLVWUDWLRQ��UHHVWDEOLVKLQJ�WKH�XQLW\�DQG�WHUULWRULDO�

HFRQRPLF�LQWHJULW\�RI�WKH�FRXQWU\��7UDQVQLVWULD��

%LJJHVW�SDUW�RI�WKH�SUREOHPV�PXVW�EH�UHVROYHG�DOUHDG\�LQ�WKH�QH[W�\HDUV���WKURXJK�VKRUW

WHUP�VFHQDULRV��VRPH�RI�WKHP�EHLQJ�ORQJ�WHUP��,W�LV�IXQGDPHQWDOO\�LPSRUWDQW��WKDW�ZKLOH

LPSOHPHQWLQJ�ERWK�SROLWLFDO�DQG�VWUXFWXUDO�UHIRUPV��WKH�5HSXEOLF�RI�0ROGRYD�HQWHUV�WKH���VW

FHQWXU\�E\�DFWLYDWLQJ�LWV�FRPSHWLWLYH�DGYDQWDJHV��RWKHUZLVH�LW�ZLOO�EHFRPH�D�QLFKH�WR�EH�ILOOHG�E\

SURGXFWV�DQG�VHUYLFHV�RI�WKH�RWKHU�FRXQWULHV��2ULHQWDWLRQ�WR�(XURSHDQ�8QLRQ��PHPEHUVKLS�RI

:72�ZLOO�SOD\�D�YLWDO�UROH�LQ�WKLV�PRGHUQL]DWLRQ�SURFHVV�

8OWLPDWHO\��FRQILGHQFH�LV�QHFHVVDU\��,W�LV�DQ�LPSRUWDQW�IDFWRU�LQ�HFRQRPLF�SHUIRUPDQFH�

LQWHUQDWLRQDO�SROLWLFDO�FRQILGHQFH�ZLWK�UHVSHFW�WR�0ROGRYD�DQG�FRQILGHQFH�LQ�GRPHVWLF�SROLWLFV�

,Q�PDQ\�DUHDV�UHFHQW�*RYHUQPHQWV�KDYH�SHUIRUPHG�QRW�VR�ZHOO��DQG�ZH�ZLOO�KRSH�WKDW�WKH�QHZ

JHQHUDWLRQ�RI�SROLWLFDO�OHDGHUV�ZLOO�EH�PRUH�VXFFHVVIXO�LQ�WKHLU�DFWLRQV�
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