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7KH�DXWKRUV�ZRXOG�OLNH�WR�H[SUHVV�WKHLU�DSSUHFLDWLRQ�IRU�FULWLFDO�FRPPHQWV�DQG

VXJJHVWLRQV�WKH\�KDYH�UHFHLYHG�RQ�WKH�HDUOLHU�YHUVLRQ�RI�WKH�VFHQDULRV�WR�0DUN�+RUWRQ��5HVLGHQW

5HSUHVHQWDWLYH�RI�WKH�,0)�LQ�0ROGRYD

�����*HQHUDO�GHVFULSWLRQ

7ZR�VFHQDULRV�ZHUH�HODERUDWHG�IRU�WKH�HYROXWLRQ�RI�WKH�QDWLRQDO�HFRQRP\�IRU�WKH�SHULRG

�����������7KH\�ZHUH�EDVHG�XSRQ�SUHYLRXVO\�HODERUDWHG�VFHQDULRV�ZLWKLQ�WKH�6WUDWHJ\�IRU

'HYHORSPHQW�RI�WKH�5HSXEOLF�RI�0ROGRYD�IRU������������&,65��-DQXDU\��������ZKLFK�KDYH

EHHQ�XSGDWHG�WR�WDNH�LQWR�DFFRXQW�WKH�GUDPDWLF�HYROXWLRQV�DW�WKH�HQG�RI������

+HQFH��WKHUH�DUH�SUHVHQWHG�KHUH�

x�EDVH�VFHQDULR��DOVR�GHILQHG�DV�WKH�RSWLPLVWLF��RU�UHFRPPHQGHG�VFHQDULR��ZKLFK�DVVXPHV

WKDW�WKH�*RYHUQPHQW�RI�0ROGRYD�ZLOO�DGYDQFH�HFRQRPLF�UHIRUPV��LQ�FRPSOLDQFH�ZLWK

DJUHHPHQWV�FRQFOXGHG�ZLWK�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV��DQG�WKXV�PDQDJLQJ�WR�DYRLG�D

GHIDXOW�RI�WKH�FRXQWU\�LQ�KRQRULQJ�LWV�H[WHUQDO�REOLJDWLRQV�

x�QHJDWLYH��RU�SHVVLPLVWLF�VFHQDULR��ZKLFK�EURDGO\�UHIOHFWV�WKH�GHVWUXFWLYH�HIIHFWV�RI�D

PDMRU�FULVLV�LQ�WKH�FRXQWU\¶V�HFRQRP\�IROORZHG�E\�DQQRXQFHPHQW�RI�LQDELOLW\�WR�KRQRU�WKH

H[WHUQDO�REOLJDWLRQV��7KLV�LV�LQ�VRPH�ZD\�D�VLPXODWLRQ�RI�WKH�VR�FDOOHG�³%XOJDULDQ�SDWK´��ZKHQ

WKH�FRXQWU\�LQ�WKH�HQG�FRXQWV�H[FOXVLYHO\�RQ�:HVWHUQ�DVVLVWDQFH�LQ�UHVWRULQJ�WKH�HFRQRP\�

DFFRPSDQLHG�E\�YHU\�WRXJK�PHDVXUHV�RI�PRQHWDU\�VXSHUYLVLRQ�

)RUHLJQ�GHEW

$V�LQ�WKH�VFHQDULRV�GUDZQ�XS�IRU�WKH�6WUDWHJ\�IRU�'HYHORSPHQW�IRU������������WKH�FXUUHQW

HVWLPDWLRQV�DUH�WR�D�ODUJH�H[WHQW�LQIOXHQFHG�E\�H[WHUQDO�IDFWRUV��L�H��WKH�QHFHVVLW\�WR�VHUYLFH�WKH

H[WHUQDO�GHEW��IRU�ZKLFK�ODUJH

YROXPHV�RI�KDUG�FXUUHQF\�DUH

QHHGHG��7KH�SHDNV�RI�IRUHLJQ

GHEW�VHUYLFLQJ�ZLOO�EH�LQ������

ZKHQ�WKH�DPRXQWV�QHHGHG�IRU

UHSD\PHQW�RI�LQWHUHVW�DQG

SULQFLSDO�IRU�IRUHLJQ�FUHGLWV

ZLOO�H[FHHG�����P��DQG�LQ

������ZKHQ�WKH����P

(XURERQG�ODXQFKHG�LQ�����

PXVW�EH�IXOO\�UHGHHPHG�

$QRWKHU�SUREOHP�KHUH�LV�WKH

VLJQLILFDQW�GHEW�WR�5XVVLD�IRU

HQHUJ\�UHVRXUFHV�

9HU\�FRPSOLFDWHG�LQ�WKLV�FRQWH[W�ZDV�WKH�VLWXDWLRQ�LQ�������0ROGRYD�KDG�WR�UHSD\�DERXW

����P�IRU�IRUHLJQ�GHEW�VHUYLFLQJ��LQFOXGLQJ�RQH�WKLUG�RI�LW�SDLG�E\�WKH�1%0�WR�WKH�,0)��

0RUHRYHU��WKH�H[WHUQDO�GHEW�KDV�QRW�EHHQ�HQWLUHO\�VHUYLFHG�±�VRPH�RI�LW��VXFK�DV�ERQGV�LVVXHG

WR�*D]SURP�ZDV�QRW�VHUYLFHG�DW�DOO��ZKLOH�DQRWKHU�SDUW�ZDV�QHJRWLDWHG�DQG�UHVFKHGXOHG��$QG

VLQFH�GXULQJ�WKLV�SHULRG�RI�WLPH�WKH�VWDWH��UHFHLYHG�QR�ORDQV�IURP�WKH�,0)�RU�WKH�:RUOG�%DQN�

WKH�1%0�KDG�WR�³FRQWULEXWH´�RXW�RI�LWV�UHVHUYHV�WR�WKH�UHSD\PHQW�RI�SULQFLSDO�DQG�LQWHUHVW�IRU

WKH�ORDQV�UHFHLYHG�IURP�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV��IRUHLJQ�EDQNV�DQG�RWKHUV��$W�WKH

YHU\�HQG�RI������1%0�IXOO\�UHGHHPHG�WKH����P�ILUVW�SULYDWH�SODFHPHQW�LVVXHG�E\�WKH

*RYHUQPHQW�WKURXJK�0HUULOO�/\QFK�LQ������
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,Q�������WKH�VLWXDWLRQ�ZLOO�QRW�EH�HDVLHU��EHFDXVH�WKH�FRXQWU\�ZLOO�KDYH�WR�UHSD\�DERXW

����P�IRU�IRUHLJQ�GHEW�VHUYLFLQJ��7KH�RQO\�ZD\�RXW��DORQJ�ZLWK�WKH�UHGXFWLRQ�RI�WKH�WUDGH

EDODQFH�GHILFLW��LV�QHZ�ERUURZLQJ��PDLQO\�IURP�WKH�,0)�DQG�WKH�:RUOG�%DQN�*URXS��ZKLFK

GR�SURYLGH�PRVW�DWWUDFWLYH�FUHGLWLQJ��7KXV��D�ORW�UHPDLQV�WR�EH�GRQH�LQ������LQ�RUGHU�WR

UHJDLQ�WKH�FRQILGHQFH�RI�WKHVH�LQWHUQDWLRQDO�ILQDQFH�LQVWLWXWLRQV�DQG�SURYH�WKH�FRPSOLDQFH

ZLWK�SHUIRUPDQFH�FULWHULD�

�����%DVH���SRVLWLYH�VFHQDULR

*URVV�'RPHVWLF�3URGXFW���LQ�ERWK�VFHQDULRV�*'3�LV�IRUHFDVWHG�ZLWKRXW�WDNLQJ�LQWR�DFFRXQW�WKH
VKDGRZ�HFRQRP\�DQG�H[FOXGLQJ�7UDQVQLVWULD�

)RUHFDVWLQJ�RI�HYROXWLRQ�RI

HFRQRPLF�JURZWK�LQ�WKH�5HSXEOLF�RI

0ROGRYD�LV�YHU\�GLIILFXOW�WR�EH�GRQH

EHFDXVH�RI�D�QXPEHU�RI�IDFWRUV��7KH

PDLQ�LV�H[WUHPHO\�KLJK

LQWHUGHSHQGHQFH�EHWZHHQ�VWDWH¶V

HFRQRPLF�SROLF\�DQG�SROLWLFDO�HYHQWV

WKDW�WDNH�SODFH�LQ�WKH�FRXQWU\��,Q�WKLV

VFHQDULR��ZKHUH�HFRQRPLF�UHIRUPV¶

SURFHVVHV�ZLOO�KDYH�D�VWURQJ�VXSSRUW

E\�WKH�VRFLHW\��SROLWLFDO�SDUWLHV��DOO

H[HFXWLYH�ERGLHV��VRPH�FRQFUHWH

UHVXOWV�FRXOG�EH�DWWDLQHG��ZKLFK�ZLOO

VHUYH�DV�D�EDVLV�IRU�DQ�HYHQWXDO�VWDEOH

HFRQRPLF�GHYHORSPHQW�

7KH�UHDO�*'3�IRUHFDVW�RI�WKH

*RYHUQPHQW��VHW�LQ�WKH�%XGJHW�/DZ

IRU������DQG�LQ�WKH�1%0¶V�PRQHWDU\

SROLF\�JXLGHOLQHV�IRU�������SRLQWHG�WR

D����JURZWK�LQ�������+RZHYHU��PRVW

UHFHQW�LQGLFDWLRQV�DUH�PRUH�QHJDWLYH�

7DNLQJ�LQWR�DFFRXQW�WKH�HYROXWLRQV�LQ

WKH�HFRQRP\��WHQGHQFLHV�RI�ODVW

PRQWKV�RI������DQG�ILUVW�PRQWKV�RI������ZHUH�WDNHQ�LQWR�DFFRXQW���ZH�IRUHFDVW�LQ�WKLV�VFHQDULR

D�GHFUHDVH�RI�UHDO�*'3�IRU������E\�������IROORZHG�E\�SRVLWLYH�*'3�JURZWK�ILJXUHV�IRU�WKH

SHULRG�RI������������FRXQWLQJ�RQ�FKDQQHOLQJ�RI�LQYHVWPHQW�LQWR�WKH�SURGXFWLYH�VSKHUH�DQG

UHODXQFKLQJ�RI�UHDO�VHFWRU�HQWHUSULVHV¶�SURGXFWLRQ�

1RPLQDO�*'3�ZLOO�JURZ�FRQWLQXRXVO\��H[FHHGLQJ�E\�HQG�RI������WKH�OHYHO�RI���EQ�OHL��$W

WKH�VDPH�WLPH��GXH�WR�WKH�GHSUHFLDWLRQ�RI�WKH�QDWLRQDO�FXUUHQF\��WKH�QRPLQDO�*'3�H[SUHVVHG�LQ

86�GROODUV�ZLOO�EH�GHFUHDVLQJ�LQ������������DIWHUZDUGV�VORZO\�JURZLQJ�XS�WR�DERXW������P�LQ

������5HVSHFWLYHO\��*'3�SHU�FDSLWD�FRXOG�VWD\�DW������E\������

6KDUH�LQ�*'3
LQ�����

(VWLPDWLRQ�RI
UHDO�JURZWK�LQ

����

&RQWULEXWLRQ�LQ
*'3�JURZWK
LQ�����

$JULFXOWXUH ���� �� ����

,QGXVWU\ ���� �� ����

6HUYLFHV ���� � ���

1HW�WD[HV�RQ�JRRGV�DQG�LPSRUWV ���� �� ����

7RWDO ��� ����

5HDO�*'3�HYROXWLRQ
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1RPLQDO�*'3�HYROXWLRQ

�

����

����

����

����

�����

�����

�����

�����

�����

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

0
LO
OL
R
Q
�O
H
L

�

���

����

����

����

����

0
LO
OL
R
Q
�8
6
'

/HL 86'



���0$&52(&2120,&�6&(1$5,26�)25����������

��&,65�$SULO������02/'29$�,1�75$16,7,21��

:LWK�UHIHUHQFH�WR�WKH�*'3�VWUXFWXUH�E\�VHFWRUV�LW�VKRXOG�EH�QRWHG�WKDW�DJULFXOWXUH�ZLOO�EH

LQ�D�GHFUHDVH�GXH�WR�WKH�SURFHVV�RI�UHRUJDQL]DWLRQ�DQG�SULYDWL]DWLRQ�WKDW�LW�LV�XQGHUJRLQJ��2I

FRXUVH�WKH�UHVXOWV�RI�WKH�UHIRUPV�ZLOO�QRW�EH�LPPHGLDWHO\�VHHQ��,Q�LQGXVWU\��GXULQJ������DQG�DW

WKH�EHJLQQLQJ�RI�������EHFDXVH�RI�VKULQNDJH�RI�WKH�GRPHVWLF�PDUNHW��DQG�HVSHFLDOO\�RI�H[WHUQDO

PDUNHWV��D�FRQWLQXRXV�GHFOLQH�RI�SURGXFWLRQ�LV�REVHUYHG��6HUYLFHV�ZLOO�KDYH�DQ�XSZDUG�WUHQG

GXH�WR�WKH�H[WHQGLQJ�UDQJH�RI�VHUYLFHV��LQFOXGLQJ�LQ�UXUDO�DUHDV��UHWDLO�WUDGH��FRQVWUXFWLRQ�

&RQWULEXWLRQ�LQ
*'3�JURZWK
LQ�����

&RQWULEXWLRQ�LQ
*'3�JURZWK
LQ�����

&RQWULEXWLRQ�LQ
*'3�JURZWK
LQ�����

$JULFXOWXUH ��� ��� ���

,QGXVWU\ ��� ��� ���

6HUYLFHV ��� ��� ���

1HW�WD[HV�RQ�JRRGV�DQG�LPSRUWV ���� ����� �

7RWDO ��� ��� ���

,QIODWLRQ

7KH�DQQXDO�UDWH�RI�LQIODWLRQ�IRU������IRUHFDVWHG�E\�1%0�DQG�VHW�LQ�LWV�PRQHWDU\�SROLF\

JXLGHOLQHV�IRU������LV���������7KH

HYROXWLRQ�RI�WKH�OHX¶V�H[FKDQJH�VKRZV�D

FRQWLQXRXV�GHSUHFLDWLRQ�ZKLFK��GXH�WR�WKH

RSHQQHVV�RI�WKH�QDWLRQDO�HFRQRP\�DQG�KLJK

VKDUH�RI�LPSRUWV��ZKLFK�LPSOLFLWO\�JHQHUDWHV

FRUUHVSRQGLQJ�LQFUHDVH�LQ�SULFHV��L�H�

JURZWK�RI�LQIODWLRQ�OHYHO��2Q�WKH�RWKHU

KDQG��GXH�WR�D�PRUH�FRPSOLFDWHG�H[SRUW

HQYLURQPHQW�ORFDO�SURGXFHUV�DUH�WU\LQJ�WR

VHOO�PRUH�LQ�WKH�GRPHVWLF�PDUNHW��ORZHULQJ

WKH�SULFHV��DFFRUGLQJ�WR�UHFHQW�FKDQJHV�LQ

ILVFDO�OHJLVODWLRQ��SURGXFHUV�VHOOLQJ�JRRGV�DW

SULFHV�ORZHU�WKDQ�SURGXFWLRQ�FRVWV�DUH�H[HPSWHG�IURP�9$7���7KXV��GXH�WR�D�VDWXUDWLRQ�RI

JRRGV�LQ�WKH�GRPHVWLF�PDUNHW��WKH�SULFHV�DUH�NHSW�VWDEOH�RU�DUH�HYHQ�IDOOLQJ��WKXV�WKH�&3,�OHYHO

LV�ORZ�

-DQ��� )HE��� 0DU��� $SU��� 0D\��� -XQ��� -XO��� $XJ��� 6HS��� 2FW��� 1RY��� 'HF��� 7RWDO

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

'DWD�IRU�WKH��VW�TXDUWHU�RI������VKRZ�D�FXPXODWLYH�OHYHO�RI�LQIODWLRQ�RI�������7DNLQJ�LQWR

DFFRXQW�WKH�VHDVRQDOLW\�RI�SULFHV�ZH�ZRXOG�H[SHFW�DQ�DOPRVW�QLO�LQIODWLRQ�OHYHO�GXULQJ�WKH

VXPPHU�ZLWK�DQ�LQFUHDVH�E\�HQG�RI�WKH�\HDU��7KHUHIRUH��ZH�FRQVLGHU�D�PRUH�UHDOLVWLF�IRUHFDVW�RI

������IRU�WKH������HQG�\HDU�LQIODWLRQ��ZLWK�D�JUDGXDO�GHFUHDVH�LQ�WKH�QH[W�\HDUV�GRZQ�WR���

E\�HQG������

([FKDQJH�UDWH

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

GHIHQGLQJ�WKH�OHX��DQG�RQO\�GXULQJ�$XJXVW�2FWREHU������LW�EOHZ�RXW�DQRWKHU����P�RXW�RI�LWV

UHVHUYHV��7KXV��WRWDO�ORVVHV�UHDFKHG�DOPRVW�����P��+RZHYHU��JURVV�1%0¶V�UHVHUYHV�GHFUHDVHG

,QIODWLRQ�UDWH��HQG�\HDU�
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IURP�����P�DW�WKH�EHJLQQLQJ�RI������WR�����P�DW�HQG�RI�WKH�\HDU��L�H��E\�����P��7KH

GLIIHUHQFH�ZHUH�REYLRXVO\�GHEW�VHUYLFH�SD\PHQWV�

6WDUWLQJ�1RYHPEHU���������WKH�1%0�ZLWKGUHZ�IURP�VHOOLQJ�KDUG�FXUUHQF\�DW�WKH

,QWHUEDQN�&XUUHQF\�([FKDQJH��OHWWLQJ�WKH�FRPPHUFLDO�EDQNV�WR�GLUHFWO\�LQIOXHQFH�WKH�H[FKDQJH

UDWH��$V�D�UHVXOW��WKH�OHX�KDV�GHSUHFLDWHG�VKDUSO\�IURP������OHL��86'�DW���1RYHPEHU�WR�����

OHL��86'�DW���'HFHPEHU�������7KHQ��WKH�VLWXDWLRQ�LQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW�KDV

VWDELOL]HG�GXH�WR�WKH�1%0¶V�VWURQJ�HQIRUFHPHQW�RI�WKH�����UHVHUYH�UHTXLUHPHQW�DQG�����7�

ELOOV�KROGLQJ�UHTXLUHPHQW�LPSRVHG�WR�FRPPHUFLDO�EDQNV��$QG��IRU�WKH�ILUVW�WLPH�DIWHU�WKH�FULVLV�

WKH�OHX�VWDUWHG�WR�DSSUHFLDWH��DQG�1%0�HYHQ�PDQDJHG�WR�EX\����P�LQ�'HFHPEHU���DW���-DQXDU\

�����WKH�UDWH�ZDV������OHL��86'��)XUWKHU�RQ��GHSUHFLDWLRQ�VWDUWHG�DJDLQ�EXW�LQ�D�VORZ�SDFH���E\

HQG�RI�0DUFK�WKH�H[FKDQJH�UDWH�ZDV

�����OHL��86'��7KXV��D�QHZ

HTXLOLEULXP�RI�WKH�H[FKDQJH�UDWH�ZDV

UHDFKHG��DQG�WKH�YLDELOLW\�RI�1%0¶V

QHZ�QRQ�LQWHUYHQWLRQ�SROLF\�SURYHG�WR

EH�VXFFHVVIXO��,W�LV�DGYLVDEOH�WKDW�WKH

SROLF\�RI�QRQ�LQWHUYHQWLRQ�DW�WKH

,QWHUEDQN�([FKDQJH�IRU�UDWH

VWDELOL]DWLRQ�WR�EH�PDLQWDLQHG�LQ�WKH

IXWXUH�DV�ZHOO��DQG�WKH�PDLQ�FRQFHUQ�RI

WKH�FHQWUDO�EDQN�PXVW�EH�WR�DFFXPXODWH

IRUHLJQ�H[FKDQJH�UHVHUYHV��VR

GUDVWLFDOO\�H[KDXVWHG�LQ������

$QDO\]LQJ�WKH�HYROXWLRQ�RI�WKH�UHDO�H[FKDQJH�UDWH��GROODU�OHX��LW�VKRXOG�EH�SRLQWHG�RXW

WKDW�IRU�WKH�ILUVW�WLPH�VLQFH�WKH�LQWURGXFWLRQ�RI�WKH�QDWLRQDO�FXUUHQF\��LQ������WKH�0ROGRYDQ�OHX

KDV�GHSUHFLDWHG�LQ�UHDO�WHUPV�DJDLQVW�WKH�86�GROODU�E\��������7KLV�ZDV�GXH�WR�WKH�KLJK�QRPLQDO

GHSUHFLDWLRQ�RI�WKH�OHX�XSRQ�WKH�GROODU��86'�0'/���E\�������ZKLOH�WKH�LQIODWLRQ�UDWH�ZDV�DW

WKH�HQG�RI�SHULRG��������&RQVHTXHQWO\��WKH�GRPHVWLF�SULFHV�H[SUHVVHG�LQ�86�GROODUV�KDYH

GLPLQLVKHG�E\�RQH�WKLUG��3UHYLRXVO\�GXULQJ�����������WKH�OHX�ZDV�DSSUHFLDWLQJ�LQ�UHDO�WHUPV�E\

�������SHU�\HDU�

$V�LW�ZDV�DOUHDG\�QRWLFHG

DERYH��0ROGRYD�KDV�D�VPDOO�DQG

RSHQ�HFRQRP\��WR�D�JUHDW�H[WHQW

LQIOXHQFHG�E\�H[WHUQDO�SULFHV��7KDW�LV

ZK\��LW�LV�REYLRXV�WKDW�LQ�WKH�FRPLQJ

\HDUV�D�IXUWKHU�ELJ�GHSUHFLDWLRQ�LQ

UHDO�WHUPV�LV�LPSRVVLEOH�EHFDXVH

KXJH�QRPLQDO�GHSUHFLDWLRQ�RI�WKH

QDWLRQDO�FXUUHQF\�OHDGV�WR�DQ

FRQVLGHUDEO\�LQFUHDVH�LQ�SULFHV�LQ�WKH

GRPHVWLF�PDUNHW��JHQHUDWLQJ�D

UHVSHFWLYH�JURZWK�LQ�LQIODWLRQ�UDWH�

7KLV�OHYHOLQJ�FRXOG�KDYH�DV�D�UHVXOW�DQ�DSSUHFLDWLRQ�RI�OHX�LQ�UHDO�WHUPV��DOWKRXJK�QRW�VXFK�ELJ

RQH�DV�LQ�SUHYLRXV�\HDUV��VR�WKDW�WKH�FRPSHWLWLYHQHVV�RI�0ROGRYDQ�H[SRUWV�ZRXOG�QRW�EH

KDUPHG�

,Q�WKH�VFHQDULR�WKH�HQG�\HDU�H[FKDQJH�UDWH�IRU������LV�IRUHFDVWHG�DW������OHL��86'�

ZKLFK��JLYHQ�WKH�LQIODWLRQ�IRUHFDVW��PHDQV�D�GHSUHFLDWLRQ�LQ�UHDO�WHUPV�RI�OHX�DJDLQVW�86'�E\

�������,Q������WKH�H[FKDQJH�UDWH�RI�WKH�QDWLRQDO�FXUUHQF\�ZLOO�VWDELOL]H�IXUWKHU��UHDFKLQJ�����

OHL��86'��L�H��D�UHDO�GHSUHFLDWLRQ�E\�RQO\�������)XUWKHU�RQ�±�WKH�OHX�VWDUWV�WR�DSSUHFLDWH�LQ�UHDO

WHUPV�E\������LQ������DQG�E\������LQ�������%\�WKH�HQG������WKH�QRPLQDO�H[FKDQJH�UDWH�RI

0ROGRYDQ�OHX�DJDLQVW�WKH�86�GROODU�ZLOO�UHDFK��DFFRUGLQJ�WR�WKH�VFHQDULR�������OHL��86'�

([FKDQJH�UDWH��HQG�\HDU�
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7UDGH�EDODQFH

7KH�VFHQDULR�LV�EDVHG�RQ�WKH�DVVXPSWLRQ�WKDW�H[SRUWV�ZLOO�EH�JURZLQJ�FRQWLQXRXVO\�

ZLWKLQ�������GXULQJ������������UHIRUPV�DUH�H[SDQGLQJ�LQ�WKH�UHDO�VHFWRU�RI�WKH�HFRQRP\�

PRUH�LQYHVWPHQWV�LQWR�WKH�SURGXFWLRQ�VSKHUH�DUH�FKDQQHOHG��LQFOXGLQJ�)',��HWF����%XW�RQO\�E\

�����WKH�OHYHO�RI�H[SRUWV�FRXOG�RYHUSDVV�WKH�OHYHO�RI�������'XH�WR�QDUURZ�RULHQWDWLRQ�RI

0ROGRYDQ�H[SRUWV�WRZDUGV�&,6�DQG�5XVVLDQ�PDUNHWV��WKHLU�YROXPH�LQ������UHGXFHG

GUDPDWLFDOO\�DIWHU�WKH�5XVVLDQ�FULVLV��E\�������IDOOLQJ�VOLJKWO\�DERYH�WKH�YROXPH�IRU�������,W�LV

FOHDU�WKDW�0ROGRYD¶V�H[SRUW�SRWHQWLDO�LV�PXFK�KLJKHU��RI�DERXW�����P���EXW�D�UHRULHQWDWLRQ

WRZDUGV�:HVWHUQ�PDUNHWV�ZLOO�QHHG�VRPH�WLPH���DW�OHDVW���\HDUV�DUH�UHTXLUHG�LQ�RUGHU�WR

LPSURYH�WKH�TXDOLW\�RI�H[SRUWHG�JRRGV��WR�DGRSW�UHVSHFWLYH�PDUNHWLQJ�VWUDWHJLHV��DQG�DW�ODVW�EXW

QRW�OHDVW���UHPRYDO�RI�LQVWLWXWLRQDO�EDUULHUV��MRLQLQJ�WKH�:72��HWF���

$V�UHJDUGV�WR�WKH�LPSRUWV�LW

VKRXOG�EH�PHQWLRQHG�WKDW�XQGHU�WKH

FLUFXPVWDQFHV�RI�H[SRUW�UHGXFWLRQ�LQ

������WKH�LPSRUW�GHFUHDVHG�DV�ZHOO��E\

RYHU�������EHFDXVH�WKH�FRXQWU\

ODFNLQJ�IRUHLJQ�H[FKDQJH�FRXOG�QRW

ILQDQFH�WKH�LPSRUWV�DW�WKH�OHYHO�RI

SUHYLRXV�\HDU��$SDUW�IURP�D���IROG

VKULQNDJH�LQ�LPSRUW�RI�HQHUJ\

UHVRXUFHV��EHFDXVH�0ROGRYD�MXVW�FRXOG

QRW�SD\���DOVR�WKHUH�ZDV�D�UHGXFWLRQ�RI

KXJH�LPSRUWV�RI�FRQVXPHU�JRRGV�

)URP�WKH�VDPH�SHUVSHFWLYH��ZH

IRUHFDVW�D�IXUWKHU�UHGXFWLRQ�RI�LPSRUWV

LQ������DV�ZHOO���E\�����HVSHFLDOO\�VKDUH�RI�HQHUJ\�LPSRUWV���2QO\�DIWHU������DQ�LQFUHDVH�LQ

LPSRUWV�LV�IRUHVHHQ��E\��������HVSHFLDOO\�LPSRUWV�RI�HTXLSPHQW��WHFKQRORJ\��HWF���ZKLFK�FRXOG

EH�ILQDQFHG�E\�)',��JURZLQJ�DV�ZHOO��

&XUUHQW�DFFRXQW�RI�%DODQFH�RI�3D\PHQWV

7KH�VFHQDULR�DVVXPHV�WKDW�WKH�FXUUHQW�DFFRXQW�GHILFLW�ZLOO�JUDGXDOO\�GLPLQLVK��VKRZLQJ�D

UHGXFWLRQ�E\���WLPHV�LQ������FRPSDULQJ�������IURP�����P�WR�DERXW�����P���RU�VSHDNLQJ

DERXW�UDWLRV�WR�*'3���WKH�UHGXFWLRQ�ZRXOG�EH�IURP�����WR����

$V�IDFWRUV�FRQWULEXWLQJ�WR�WKLV�HYROXWLRQ�DUH��DV�LW�FDQ�EH�VHHQ�LQ�WKH�DQQH[HG�WDEOHV��WUDGH

EDODQFH�UHGXFWLRQ�E\�DERXW�����P�LQ�����������DJDLQVW�WKH�VLWXDWLRQ�LQ������������UHGXFWLRQ

RI�VHUYLFHV�EDODQFH�GHILFLW��HVSHFLDOO\�WUDQVSRUWDWLRQ��LQFOXGLQJ�LPSRVLQJ�DQ�DSSURSULDWH�WD[�RQ

WUDQVLW�RI�HQHUJ\�UHVRXUFHV�WKURXJK�WKH�WHUULWRU\�RI�0ROGRYD���DQG�LQFUHDVH�LQ�FXUUHQW�WUDQVIHUV

�LQFOXGHG�KHUH�DUH�JUDQWV�WKDW�WKH�FRXQWU\�UHFHLYHV�DQG�LQFRPH�RI�0ROGRYDQ�FLWL]HQV�ZRUNLQJ

DEURDG��

&DSLWDO�DQG�ILQDQFLDO�DFFRXQW

)RUHLJQ�GLUHFW�LQYHVWPHQWV

7DNLQJ�LQWR�DFFRXQW�EXGJHWDU\�DQG�H[WHUQDO�FRQVWUDLQWV��LW�LV�REYLRXV�WKDW�XQGHU�VXFK

FRQGLWLRQV�LQWHUQDO�LQYHVWPHQWV�DUH�JUHDWO\�DIIHFWHG��$V�LW�ZDV�PHQWLRQHG�LQ�WKH�VFHQDULRV

SUHSDUHG�IRU�WKH�6WUDWHJ\�IRU�'HYHORSPHQW��WKH�FRXQWU\��KDYLQJ�VFDUFLW\�RI�ILQDQFLDO�UHVRXUFHV�

KDV�D�FRQWLQXRXV�GHFOLQH�LQ�JURVV�LQWHUQDO�LQYHVWPHQW��LQFOXGLQJ�LQYHVWPHQW�LQ�SURGXFWLRQ

IDFLOLWLHV��7KHUHIRUH��WKH�RQO\�KRSH�IRU�UHYLWDOL]LQJ�SURGXFWLRQV�DQG�LQFUHDVLQJ�FRPSHWLWLYHQHVV

UHPDLQV�WKH�IORZ�RI�IRUHLJQ�LQYHVWPHQWV��(VSHFLDOO\�ZKHQ�LQWHUQDO�VDYLQJV�DUH�FRQWLQXRXVO\

GHFUHDVLQJ��ZKLFK�LV�RQH�RI�WURXEOHVRPH�WHQGHQFLHV�WDNLQJ�SODFH�LQ�WUDQVLWLRQ�HFRQRPLHV�

'LUHFW�LQYHVWPHQWV�ZLOO�KDYH�LQ�WKLV�VFHQDULR�D�VWHDG\�JURZWK��:H�IRUHFDVW�IRU�\HDU�����

D�IORZ�RI�)',�RI�����P�ZLWK�D�JUDGXDO�LQFUHDVH�IXUWKHU�RQ��$OVR��ZH�FRXQW�D�ORW�RQ�WKH

7UDGH�EDODQFH
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SURMHFWV�RI�VWUDWHJLF�REMHFWLYHV�SULYDWL]DWLRQ�ZKLFK�FRXOG�DGGLWLRQDOO\�EULQJ����P�LQ�������LQ

WKLV�RSWLPLVWLF�VFHQDULR��DV�D�UHVXOW�RI�0ROGWHOHFRP�SULYDWL]DWLRQ��DQG�DERXW�����P�GXULQJ

����������REWDLQHG�IURP�SULYDWLRQ�RI�HQHUJ\�VHFWRU��DOWKRXJK�DERXW�KDOI�RI�WKLV�DPRXQW�FRXOG

JR�IRU�UHSD\PHQW�RI�GHEWV�IRU�HQHUJ\�UHVRXUFHV�GHOLYHUHG�E\�5XVVLD����7KXV��E\�HQG������WKH

VWRFN�RI�IRUHLJQ�GLUHFW�LQYHVWPHQWV�FRXOG�UHDFK�DERXW���EQ�

5HIHUULQJ�WR�VRPH�SULRULW\�VHFWRUV�IRU�XSFRPLQJ�)',�LQIORZV��WKH�IROORZLQJ���GLUHFWLRQV

FDQ�EH�IRUHVHHQ���L��PRQRSROLVWLF�VHFWRUV��VXFK�DV�WHOHFRP�LQGXVWU\�DQG�HQHUJ\�VHFWRU���LL�

SURFHVVLQJ�LQGXVWU\�EDVHG�XSRQ�ORFDO�UDZ�PDWHULDOV���LLL��DIWHU�HQWHULQJ�WKH�:72�DQG�VLJQLQJ�RI

)7$�ZLWK�(8�FRXQWULHV��������������D�LPSRUWDQW�IORZ�RI�)',�ZRXOG�JR�LQWR�WKH�OLJKW�LQGXVWU\

��FORWKLQJ��WH[WLOHV��VKRHV�

3RUWIROLR�LQYHVWPHQWV

,Q�WKLV�LWHP�WKHUH�DUH�LQFOXGHG�0ROGRYDQ�VHFXULWLHV��7�%LOOV�DQG�7�%RQGV��DV�ZHOO�DV

FRUSRUDWH�VWRFN��DFTXLUHG�E\�QRQ�UHVLGHQWV��DV�ZHOO�DV�WKHLU�VHUYLFLQJ��$OVR��KHUH�DUH�LQFOXGHG

SULYDWH�SODFHPHQWV�RI�VHFXULWLHV�LVVXHG�E\�WKH�*RYHUQPHQW�RI�0ROGRYD�RQ�H[WHUQDO�FDSLWDO

PDUNHWV���LQ������WKH�ILUVW�(XURERQG�����P��ZDV�ODXQFKHG��ZKLFK�ZDV�UHGHHPHG�LQ�������DQG

LQ��������WKH�VHFRQG�(XURERQG�����P��ZKLFK�PXVW�EH�UHGHHPHG�LQ������

,Q�WKH�ILJXUH�IRU������DQ�DPRXQW�RI�86�����P�ZDV�LQFOXGHG��ZKLFK�ZHUH�LQ�IDFW

VHFXULWLHV�RI�WKH�0LQLVWU\�RI

)LQDQFH�LQ�IDYRU�RI�5XVVLDQ

FRPSDQ\�³*D]SURP´�IRU�JDV

GHEW�UHVWUXFWXULQJ��,Q������WKH

*RYHUQPHQW�RI�0ROGRYD�WULHG

WR�QHJRWLDWH�UHVWUXFWXULQJ�RI

DQRWKHU����P�LQ�VHFXULWLHV�EXW

WKLV�WUDQVDFWLRQ�LQ�WKH�HQG�KDV

QRW�EHHQ�DSSURYHG�E\

³*D]SURP´��KRZHYHU��WKLV

ILJXUH�LV�LQFOXGHG�LQ�����

ILJXUHV�

$QRWKHU�DVSHFW�LV�OLQNHG�ZLWK�WKH�IDFW�WKDW�DIWHU�WKH�5XVVLDQ�FULVLV�IRUHLJQ�SRUWIROLR

LQYHVWRUV�KDG�PDVVLYHO\�ZLWKGUDZQ�WKHLU�LQYHVWPHQWV�LQ�VWDWH�VHFXULWLHV��0RVW�LQYHVWRUV

UHGHHPHG�WKHLU�7�%LOOV�DQG�7�%RQGV��LPPHGLDWHO\�FRQYHUWLQJ�WKH�OHL�UHFHLYHG�LQWR�GROODUV��,Q

WKLV�ZD\�E\�HQG�RI������DERXW����P�OHIW�WKH�FRXQWU\��,W�LV�KDUG�WR�EHOLHYH�WKDW�WKHVH

LQYHVWPHQWV�ZLOO�UHWXUQ�VRRQ�LQWR�WKH�FRXQWU\��LQ�DQ\�FDVH�WKRXJK�WKLV�ZLOO�JUHDWO\�GHSHQG�RQ

FRXQWU\¶V�SRVLWLYH�HYROXWLRQV�LQ�WKH�HFRQRPLF�UHIRUPV�DQG�VXEVHTXHQW�UDWLQJ�DJHQFLHV¶�UHSRUWV�

7KH�VFHQDULR�GUDZV�WKH�ILJXUH�RI���P�LQ�7�%LOOV�LQYHVWPHQWV�IRU������ZLWK�D���IROG�LQFUHDVH�XS

WR�����������

/RQJ�DQG�PHGLXP�WHUP�ORDQV

$�VSHFLILF�IHDWXUH�RI�WKH�RSWLPLVWLF�VFHQDULR�LV�WKDW�WKH�FRXQWU\�ZLOO�IXOO\�EHQHILW�IURP�WKH

VXSSRUW�RI�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV��KRZHYHU��WKLV�VXSSRUW�ZLOO�EH�FRQGLWLRQHG�E\

0ROGRYD¶V�FRPSOLDQFH�ZLWK�PHPRUDQGXPV�FRQFOXGHG�ZLWK�,0)�DQG�:RUOG�%DQN��

7KHUHIRUH��HVSHFLDOO\�EHFDXVH�WKHUH�ZLOO�EH�QHHGHG�FRQVLGHUDEOH�ILQDQFLDO�UHVRXUFHV�IRU

KRQRULQJ�WKH�REOLJDWLRQV�WRZDUG�IRUHLJQ�FUHGLWRUV��DQG�IRU�RYHUFRPLQJ�ILQDQFLDO�SUREOHPV�LQ�WKH

SHULRG�RI�DFWLYH�LPSOHPHQWDWLRQ�RI�VWUXFWXUDO�UHIRUPV��ZH�IRUHFDVW�IRU�WKH�SHULRG�����������DQ

DQQXDO�IORZ�RI��������P�RI�QHZ�ERUURZLQJ�WKDW�WKH�FRXQWU\�ZLOO�EHQHILW�IURP��HVSHFLDOO\�IURP

:RUOG�%DQN��WKH�UHPDLQLQJ�SDUW�RI�6$/���WKH�XSFRPLQJ�QHZ�ORDQ�6$&�DQG�RWKHU�ORDQV���IURP

(%5'��(XURSHDQ�8QLRQ�DQG�RWKHU�FUHGLWRUV��$OVR��DQ�LPSRUWDQW�UROH�ZLOO�KDYH�WKH�SULYDWH

FUHGLWRUV�SURYLGLQJ�DQRWKHU�86�������P�SHU�\HDU�

&DSLWDO�DQG�ILQDQFLDO�DFFRXQW
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,W�VKRXOG�EH�QRWHG�KHUH�WKDW�WKH�VKDUH�RI�ORDQV�UHFHLYHG�IRU�SULYDWH�VHFWRU�VXSSRUW�ZLOO�EH�ULVLQJ

FRQWLQXRXVO\��ZKLOH�WKH�DPRXQW�RI�FUHGLWV�JUDQWHG�WR�WKH�*RYHUQPHQW�RI�0ROGRYD�ZLOO

UHVSHFWLYHO\�GLPLQLVK�

$�YHU\�LPSRUWDQW�UROH�DUH�KDYLQJ�FUHGLWV�SURYLGHG�E\�,0)�WR�WKH�1%0�IRU�FRPSOHWLQJ�WKH

IRUHLJQ�H[FKDQJH�UHVHUYHV��,Q�-DQXDU\������,0)�JUDQWHG�D�QHZ�())�WUDQFKH�RI����P��EULQJLQJ

WKH�WRWDO�DPRXQW�GLVEXUVHG�ZLWKLQ

())�WR�DSSUR[LPDWHO\������P��7KH

([HFXWLYH�%RDUG�RI�WKH�,0)�DOVR

DJUHHG�LQ�-DQXDU\�WR�H[WHQG�WKH�())

E\�RQH�\HDU��ZLWK�ILYH�GLVEXUVHPHQWV

RI������P��WKUHH�RI�WKHP�WR�EH

JUDQWHG�LQ�������DQG�D�VL[WK�RI����P

SODQQHG�RYHU�WKH�UHPDLQLQJ���

PRQWKV�RI�WKH�SURJUDP��7KH�,0)�DQG

WKH�0ROGRYDQ�DXWKRULWLHV�ZLOO�EHJLQ

GLVFXVVLRQV�LQ�ODWH�$SULO�RQ�D�QHZ

(6$)�SURJUDP��ZKLFK�SURYLGHV�IRU

PRUH�FRQFHVVLRQDO�WHUPV��LQ�RUGHU�WR

UHSODFH�WKH�())�SURJUDP�DQG�SHUKDSV

SURYLGH�DGGLWLRQDO�,0)�VXSSRUW�

$W�WKH�VDPH�WLPH��FRQVLGHUDEOH�DPRXQWV�RI�IRUHLJQ�H[FKDQJH�ZLOO�EH�QHHGHG�IRU�VHUYLFLQJ

RI�IRUHLJQ�GHEW���UHSD\PHQW�RI�SULQFLSDO�DQG�LQWHUHVW�IRU�WKH�SUHYLRXVO\�UHFHLYHG�ORDQV��%XW�WKLV

YHU\�DVSHFW�KDV�EHHQ�DOUHDG\�DQDO\]HG�DW�WKH�EHJLQQLQJ�RI�WKLV�FKDSWHU�

1%0¶V�IRUHLJQ�H[FKDQJH�UHVHUYHV

$V�LW�ZDV�PHQWLRQHG�DOUHDG\��RQH�RI�WKH�PDLQ�SULRULWLHV�RI�WKH�1%0�XQGHU�WKH�QHZ

FLUFXPVWDQFHV�ZLOO�EH�EXLOGLQJ�XS�IRUHLJQ�H[FKDQJH�UHVHUYHV��,Q�WKLV�FRQWH[W��WKH�VLWXDWLRQ�LQ�����

ZLOO�UHPDLQ�FRPSOLFDWHG��EHFDXVH�LQ�VSLWH�RI�QHZ�WUDQFKHV�IURP�,0)��ZKLFK�LQ�WKLV�RSWLPLVWLF

VFHQDULR�ZLOO�DFFRXQW�IRU�DERXW������P��1%0�KDV�WR�SD\�EDFN�WR�,0)�DERXW����P��SOXV�VRPH

RWKHU�H[WHUQDO�REOLJDWLRQV��'XULQJ������1%0�FRXOG�DOVR�FRPSOHWH�LWV�UHVHUYHV�E\�DERXW����P

SXUFKDVLQJ�IRUHLJQ�FXUUHQF\�LQ�WKH�PDUNHW��,Q�WKH�QH[W�\HDUV�WKH�VLWXDWLRQ�ZLOO�EH�EHWWHU��EHFDXVH

RQ�RQH�KDQG�WKH�UHVHUYHV�ZLOO�LQFUHDVH

E\�DERXW�������P�SHU�\HDU�RXW�RI�,0)

IXQGV��DQG�RQ�WKH�RWKHU�KDQG���E\

��������P�SHU�\HDU�RXW�RI�GLUHFW

FRQYHUVLRQV�RI�IRUHLJQ�H[FKDQJH

UHFHLYHG�E\�WKH�JRYHUQPHQW

�SULYDWL]DWLRQ�UHYHQXHV��IRUHLJQ�ORDQV��

DV�ZHOO�DV�RXW�RI�SXUFKDVHV�RI�IRUHLJQ

H[FKDQJH�LQ�WKH�LQWHUEDQN�PDUNHW�

7KXV��WKH�VFHQDULR�VKRZV�WKDW�E\

HQG������1%0¶V�WRWDO�IRUHLJQ

H[FKDQJH�UHVHUYHV�ZLOO�LQFUHDVH�WR

����P��FRYHULQJ������PRQWKV�RI

LPSRUWV�RI�JRRGV�DQG�VHUYLFHV

�FRPSDULQJ�WR������PRQWKV�LQ��������,Q������JURVV�UHVHUYHV�ZLOO�UHDFK�WKH�OHYHO�RI�����������P��

DQG�LQ������WKH\�ZLOO�VXUSDVV�WKH�����P�PDUN��%\�HQG������WKH�UHVHUYHV�ZLOO�UHDFK�����P��DQ

LQFUHDVH�E\�����WLPHV�FRPSDULQJ�WR��������FRYHULQJ������PRQWKV�RI�LPSRUWV�RI�JRRGV�DQG

VHUYLFHV��7KH�VWUXFWXUH�RI�UHVHUYHV�ZLOO�DOVR�LPSURYH���DW�HQG������QHW�UHVHUYHV�FRXOG�H[FHHG

����P��PDNLQJ�XS�����RI�JURVV�UHVHUYHV��FRPSDULQJ�WR�WKH�ILJXUH�RI�����DW�HQG������

)RUHLJQ�GHEW
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0RQHWDU\�DJJUHJDWHV

7KH�YROXPH�RI�OHL�LQ�FLUFXODWLRQ��0���ZLOO�JUDGXDOO\�LQFUHDVH�LQ�RUGHU�WR�VDWLVI\�WKH�QHHGV

RI�WKH�HFRQRP\�LQ�FDVK��$OVR��LI

1%0�EX\V�KDUG�FXUUHQF\�LQ�WKH

PDUNHW��WKHQ�DQ�HTXLYDOHQW

DPRXQW�LQ�OHL�LV�LQWURGXFHG�LQ

FLUFXODWLRQ��WKHUHIRUH�DORQJ�ZLWK

WKH�LQFUHDVH�RI�WKH�1%0¶V

IRUHLJQ�H[FKDQJH�UHVHUYHV��WKH

YROXPH�RI�0��ZLOO�DOVR�JURZ�

SUHVXPDEO\�UHDFKLQJ����EQ�OHL�E\

HQG�������D�����WLPHV�JURZWK

FRPSDULQJ�WR��������%DVH�PRQH\

JURZV�DW�VLPLODU�SDFH��ZKLOH

UHVHUYH�UHTXLUHPHQW�RI�FRPPHUFLDO�EDQNV�ZLOO�JUDGXDOO\�FRPH�GRZQ�DJDLQ�WR����IURP�H[LVWLQJ

�����EHFDXVH�WKH�H[FHVV�RI�UHVHUYHV�UHSUHVHQW�LQHUW�ILQDQFLDO�UHVRXUFHV��ZKLFK�DUH�QRW�FKDQQHOHG

LQ�WKH�IRUP�RI�EDQNV¶�FUHGLW�LQYHVWPHQWV��

%URDG�PRQH\�0��LV�HTXDO�WR�FDVK�LQ�FLUFXODWLRQ�SOXV�GHSRVLWV��VLJKW��WLPH��DQG�IRUHLJQ

FXUUHQF\�GHSRVLWV��ZLWK�EDQNLQJ�V\VWHP��%\�HQG������EURDG�PRQH\�FRXOG�UHDFK�DFFRUGLQJ�WR

WKH�VFHQDULR����EQ�OHL��L�H��ZLOO�H[FHHG�E\�����WLPHV�WKH�OHYHO�RI�������9HORFLW\�RI�0��ZLOO

UHGXFH�IURP�����LQ������WR�����LQ

�����UHIOHFWLQJ�WKH�LQFUHDVH�LQ

PRQHWL]DWLRQ�RI�QDWLRQDO�HFRQRP\

IURP�����WR�����

0RQH\�PXOWLSOLHU��L�H��WKH�UDWLR

RI�EURDG�PRQH\�WR�UHVHUYH�PRQH\�

ZLOO�JUDGXDOO\�LQFUHDVH�IURP������LQ

�����WR������LQ�������UHIOHFWLQJ

JURZWK�RI�FRQILGHQFH�RI�SRSXODWLRQ

DQG�HFRQRPLF�DJHQWV�LQ�EDQNLQJ

V\VWHP��7KH�VHFXULW\�LQ�EDQNLQJ

VHFWRU�ZLOO�EH�LQFUHDVLQJ��WKH�UROH�RI

FRPPHUFLDO�EDQNV�DV�GHSRVLWRU\

LQVWLWXWLRQV�ZLOO�JURZ��DQG�UHVSHFWLYHO\�WKH�YROXPH�RI�FUHGLW�LQYHVWPHQWV�LQ�FRXQWU\¶V�HFRQRP\

ZLOO�H[SDQG�

/RRNLQJ�LQWR�WKH�VWUXFWXUH�RI�GHSRVLWV��LW�VKRXOG�EH�QRWHG�WKDW�WKH�GROODUL]DWLRQ�UDWLR

�VKDUH�RI�IRUHLJQ�H[FKDQJH�GHSRVLWV�LQ�WRWDO��JUHZ�IURP�����LQ������WR�����LQ�����

LQIOXHQFHG�E\�HYHQWV�ZKLFK�IROORZHG�WKH�5XVVLDQ�FULVLV��,Q������GROODUL]DWLRQ�UDWLR�ZLOO�UHDFK

DFFRUGLQJ�WR�WKH�VFHQDULR������WKH�SRSXODWLRQ�SUHIHUULQJ��LQ�D�GHYDOXDWLRQ�HQYLURQPHQW��WR

KROG�IRUHLJQ�FXUUHQF\�GHSRVLWV��+RZHYHU��DORQJ�ZLWK�WKH�VWDELOL]DWLRQ�RI�WKH�QDWLRQDO�FXUUHQF\

DQG�RI�WKH�PDFURHFRQRPLF�HQYLURQPHQW�LQ�JHQHUDO��GXULQJ�WKH�QH[W�SHULRG�WKH�GROODUL]DWLRQ�RI

GHSRVLWV�ZLOO�VWDUW�WR�GHFUHDVH�JUDGXDOO\��UHDFKLQJ�����LQ������

6WDWH�EXGJHW

8QGHU�WKH�RSWLPLVWLF�VFHQDULR�RI�GHYHORSPHQW�RI�HFRQRP\�DVVXPSWLRQV�ZHUH�PDGH�WKDW

WKH�OHJDO�HQYLURQPHQW�LV�FUHDWHG�DORQJ�ZLWK�UHVSHFWLYH�VWLPXODQWV�IRU�WKH�GHYHORSPHQW�RI

SULYDWH�VHFWRU��RI�HQWUHSUHQHXULDO�LQLWLDWLYH��IUHH�FRPSHWLWLRQ��SULFHV�DUH�VHW�XS�DFFRUGLQJ�WR

WKH�VXSSO\�DQG�GHPDQG��$OO�WKHVH�ZLOO�ILQDOO\�UHVXOW�LQ�D�GLPLQLVKLQJ�RI�WKH�UROH�RI�VWDWH�LQ

QDWLRQDO�HFRQRP\��0RVW�VHUYLFHV�IRU�SRSXODWLRQ�ZRXOG�EH�SURYLGHG�E\�SULYDWH�VHFWRU��DQG

VKDUH�RI�SXEOLF�ILQDQFLDO�IORZV�ZLOO�FRQWLQXRXVO\�GHFUHDVH�

(YROXWLRQ�RI�EURDG�PRQH\
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)RUHFDVW�RI�WKH�VHFWRUV¶�GHYHORSPHQW�RI�WKH�HFRQRP\��*'3�IRUHFDVW��HYROXWLRQ�RI

LQIODWLRQ��LQWHJUDWLRQ�RI�QDWLRQDO�HFRQRP\�LQWR�WKH�LQWHUQDWLRQDO�HFRQRPLF�UHODWLRQV�DW�D�ZLGHU

VFDOH��DOORZ�XV�WR�IRUHFDVW�D�UHODWLYH�VWDEOH�HYROXWLRQ�RI�EXGJHWDU\�V\VWHP�

$ORQJ�ZLWK�RSWLPL]DWLRQ�DQG�UDWLRQDOL]DWLRQ�RI�SXEOLF�LQIUDVWUXFWXUH��WKH�UHIRUP�RI�WKH

ILVFDO�V\VWHP�ZLOO�EH�LPSOHPHQWHG�RQ�EDVLV�RI�WKH�&RQFHSW�RI�)LVFDO�5HIRUP�LQ�WKH�5HSXEOLF�RI

0ROGRYD�

$V�D�UHVXOW�RI�WKH�LPSOHPHQWHG�DFWLRQV��WKH�EXGJHW�GHILFLW�ZLOO�FRQWLQXRXVO\�UHGXFH�WR

DERXW�����PLOOLRQ�OHL�LQ�������UHDFKLQJ����RI�*'3��FRPSDULQJ�WR������LQ�������$OUHDG\

VWDUWLQJ�ZLWK�\HDU������WKH�FRXQWU\�ZLOO�KDYH�D�EXGJHW�VXUSOXV�RI����������

2SWLPLVWLF�VFHQDULR�IRUHVHHV��XQGHU�FRQGLWLRQV�RI�FRQVLVWHQW�DQG�DGHTXDWH�UHIRUPV��D

UHGXFWLRQ�RI�WHQVLRQV�LQ�ILQDQFLDO�VHFWRU��HVSHFLDOO\�LQ�EXGJHW�VHFWRU��DIWHU�\HDU������

$PRQJ�NH\�PRPHQWV�WR�EH�UHDOL]HG��WKH�IROORZLQJ�RQHV�FDQ�EH�HPSKDVL]HG�

x�UHGXFWLRQ�RI�VKDGRZ�HFRQRP\�DQG�FRUUXSWLRQ�LQ�QDWLRQDO�HFRQRP\�

x�ILVFDO�UHIRUP�DQG�FRPSOH[�LPSOHPHQWDWLRQ�RI�)LVFDO�&RGH�

x�UHGXFWLRQ�RI�JHQHUDO�ILVFDO�EXUGHQ�WKURXJK�HOLPLQDWLRQ�RI�ILVFDO�H[HPSWLRQV�IRU�VRPH

EUDQFKHV�RI�WKH�HFRQRP\��DQG�RI�LQGLYLGXDO�H[HPSWLRQV��HOLPLQDWLRQ�RI�ILQDQFLDO�EORFNDJHV�RI

WKH�HFRQRPLF�HQWLWLHV¶�DFWLYLWLHV�

x� �UHVWUXFWXULQJ�DQG�SULYDWL]DWLRQ�RI�HQHUJ\�VHFWRU��WKH�PDLQ�VHFWRU�ZKLFK�JHQHUDWHV

SUHVVXUH�RQ�WKH�EXGJHW�

x�LPSOHPHQWDWLRQ�RI�VRFLDO�SURWHFWLRQ�DQG�PHGLFDO�V\VWHP�UHIRUPV�

x�RSWLPL]DWLRQ�RI�VWDWH¶V�LQIUDVWUXFWXUH�

x�HQVXULQJ�WKH�WUDQVSDUHQF\�RI�SXEOLF�SXUFKDVHV�

'LPLQLVKLQJ�EXGJHW�UHYHQXH�DQG�H[SHQGLWXUH�DV�D�SHUFHQWDJH�RI�*'3�UHIOHFW�WKH�W\SLFDO

VLWXDWLRQ�RI�D�WUDQVLWLRQ�HFRQRP\���L��ILVFDO�EXUGHQ�RQ�HFRQRPLF�DJHQWV�DQG�LQGLYLGXDOV�VKRXOG�EH

GHFUHDVLQJ�IRU�WKH�SXUSRVH�RI�VWLPXODWLQJ�D�IXUWKHU�HFRQRPLF�JURZWK���LL��UHGXFWLRQ�RI�WKH�UROH�RI

VWDWH�LQ�HFRQRP\�WKURXJK�DSSO\LQJ�D�IXQFWLRQ�RI�VXSHUYLVLRQ�RI�FRPSOLDQFH�ZLWK�OHJDO

IUDPHZRUN��DQG�D�OLPLWHG�IXQFWLRQ�RI�UHGLVWULEXWLRQ�RI�QDWLRQDO�DVVHWV�

%XGJHW�GHILFLW�HYROXWLRQ
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$V�LW�ZDV�VWUHVVHG�RXW�DOVR�LQ�WKH�VFHQDULRV�HODERUDWHG�ZLWKLQ�WKH�6WUDWHJ\�IRU

'HYHORSPHQW��D�YHU\�LPSRUWDQW�UROH�KDV�WKH�FRQWLQXDWLRQ�RI�QRUPDO�UHODWLRQV�RI

FROODERUDWLRQ�EHWZHHQ�0ROGRYD�DQG�LQWHUQDWLRQDO�ILQDQFLDO�RUJDQL]DWLRQV��ZKLFK�DUH�DOVR

FRXQWU\¶V�PDLQ�FUHGLWRUV�

,I�WKH�*RYHUQPHQW�RI�0ROGRYD�FRQWLQXHV�WR�LJQRUH�,0)�	�:%�UHFRPPHQGDWLRQV

UHJDUGLQJ�VWUXFWXUDO�UHIRUPV�LQ�UHDO�VHFWRU��WKH\�FRXOG�VHULRXVO\�UHVWULFW�WKHLU�ILQDQFLDO

VXSSRUW��7KLV�VWHS�FRXOG�PHDQ�IRU�0ROGRYD�DQ�DFFHOHUDWLRQ�RI�HFRQRPLF�LQVWDELOLW\�DQG

H[WUHPH�SROLWLFDO�SUHVVXUHV�

,W�FRXOG�EH�D�UHSHWLWLRQ�RI�%XOJDULDQ�FDVH��EXW�ZLWK�D�PRUH�KDUPIXO�LPSDFW�RQ

0ROGRYD��ZKRVH�HFRQRPLF�UHVRXUFHV�DUH�IDU�OHVV�WKDQ�WKRVH�RI�%XOJDULD��7KXV��LW�LV�YHU\

LPSRUWDQW�WR�DYRLG�WKH�SHVVLPLVWLF�VFHQDULR��EHFDXVH�WKH�SULFH�WKDW�WKH�FRXQWU\�ZLOO�KDYH

WR�SD\��RU�LWV�SRSXODWLRQ�ZKLFK�ZLOO�KDYH�WR�EHDU�LW��FRXOG�EH�PXFK�WRR�KLJK�

7KH�PDLQ�LGHD�RI�WKLV�VFHQDULR�LV�WKH�FRQWLQXDWLRQ�RI�GHSUHVVLRQ�LQ�5XVVLD��ZKLFK

KDV�DQ�DGYHUVH�LQIOXHQFH�RQ�WKH�VLWXDWLRQ�LQ�0ROGRYD��$OVR��WKHUH�LV�DQ�LQDELOLW\�RI�WKH

JRYHUQPHQW�WR�SXW�LQ�SODFH�WKH�QH[W�HFRQRPLF�UHIRUPV��RU�LQVXIILFLHQF\�RI�HIIRUWV�WR

LPSOHPHQW�WKHP��$V�D�UHVXOW��DOO�PDFURHFRQRPLF�LQGLFDWRUV�DUH�ZRUVHQLQJ��DQG�WKH

FRXQWU\�ORRVHV�DQRWKHU�VHYHUDO�YDOXDEOH�\HDUV�RI�LWV�GHYHORSPHQW�

7KH�FULVLV�FRXOG�RFFXU�DOUHDG\�LQ�������LQ�WKH�IRUWK�TXDUWHU��ZKHQ�LW�PD\�EHFRPH

REYLRXV�WKDW�LW�LV�QRW�SRVVLEOH�WR�VHUYLFH�WKH�IRUHLJQ�GHEW�EHFDXVH�RI�VFDUFLW\�RI�KDUG

FXUUHQF\��7KDW�LV�ZK\��ZH�IRUHFDVW�LQ�WKLV�VFHQDULR�WKDW������EHFRPHV�WKH�\HDU�ZKHQ�WKH

*RYHUQPHQW�DQQRXQFHV�D�GHIDXOW�RI�WKH�FRXQWU\��L�H��WKH�LQFDSDFLW\�WR�VHUYLFH�WKH�IRUHLJQ

GHEW��IUHH]LQJ�DOO�FRXQWU\¶V�SD\PHQW�REOLJDWLRQV�

$�³%XOJDULDQ�FDVH´�KDSSHQV��EXW�ZLWK�³0ROGRYDQ�VSHFLILFV´��2Q�RQH�KDQG��ILQDQFLDO

DVVLVWDQFH�SURJUDPV�RI�WKH�,0)�DQG�:RUOG�%DQN�DUH�VWRSSHG�GXH�WR�WKH�QRQ�FRPSOLDQFH

E\�WKH�*RYHUQPHQW�ZLWK�WKH�FRQFOXGHG�DJUHHPHQWV��DQG��RQ�WKH�RWKHU�KDQG��LW�EHFRPHV

LPSRVVLEOH�WR�JHW�QHZ�ERUURZLQJ�IURP�SULYDWH�FDSLWDO�PDUNHWV�DEURDG�EHFDXVH�RI�WKH

GRZQJUDGHG�FRXQWU\¶V�FUHGLW�UDWLQJ��1HJRWLDWLRQV�ZLWK�LQWHUQDWLRQDO�ILQDQFLDO

RUJDQL]DWLRQV�IROORZ��DQG�ILQDOO\�WKH�ODWWHU�ZRXOG�JUDQW�WKH�QHHGHG�DVVLVWDQFH��EXW�WKH\

ZLOO�FHUWDLQO\�LPSRVH�VHYHUH�FRQGLWLRQV�IRU�LPSOHPHQWDWLRQ�RI�WKH�SURSRVHG�UHIRUPV�

,Q�WKH�HQG�WKH�SRSXODWLRQ�VXIIHUV�PRVW�±�VRFLDO�LQGLFDWRUV�ZRUVHQ��DUUHDUV�RQ

VDODULHV�DQG�SHQVLRQV�UHDFK�FULWLFDO�YDOXHV��XQHPSOR\PHQW�ULVHV��WKH�OHYHO�RI�OLIH�IDOOV

GUDPDWLFDOO\�DQG�WKH�SHRSOH�EHFRPH�SRRUHU�
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0DLQ�PDFURHFRQRPLF�LQGLFDWRUV

*OREDO�'RPHVWLF�3URGXFW

$IWHU�WKH�VOXPS�LQ�������WKH

GHFOLQH�LQ�FRXQWU\¶V�HFRQRP\

FRQWLQXHV�±�DFFRUGLQJ�WR�WKH

VFHQDULR�UHDO�*'3�IDOOV�LQ������E\

DQRWKHU�����DQG�LQ��������E\�����

PRUH��2EYLRXVO\��VXFK�DQ�HYROXWLRQ

RI�WKH�HFRQRP\��DFFRPSDQLHG�E\�D

VKDUS�GLPLQLVKLQJ�RI�SRSXODWLRQ¶V

VWDQGDUG�RI�OLYLQJ��FDQ�QRW�ODVW�

$IWHU�\HDU������D�VORZ�HFRQRPLF

UHFRYHU\�SURFHVV�VWDUWV�LQ�WKH

FRXQWU\��H[SUHVVHG�E\����RI

DQQXDO�UHDO�*'3�JURZWK�LQ������

DQG������LQ�������*'3�SHU�FDSLWD

ZLOO�UHDFK�RQO\������LQ������

FRPSDULQJ�WR������LQ�WKH

RSWLPLVWLF�VFHQDULR�

,QIODWLRQ

$V�LW�ZDV�DOUHDG\�PHQWLRQHG�

WKH�FRXQWU\�ZLOO�XQGHUJR�DQ�DFXWH

VFDUFLW\�RI�ILQDQFLDO�UHVRXUFHV�

ZKLFK�ZLOO�LQHYLWDEO\�OHDG�WR�QHZ�LVVXDQFH�RI�PRQH\�LQ�FLUFXODWLRQ��IRU�*RYHUQPHQW�FUHGLWLQJ�

LPSRVHG�RQ�WKH�1%0���L�H��WR�DQ�LQFUHDVH�RI�LQIODWLRQ�UDWH��,Q�IDFW�LW�LV�FOHDU�WKDW�WKH�SULFHV

ZRXOG�JR�XS�YHU\�PXFK�DOVR

EHFDXVH�RI�WKH�GHSUHFLDWLRQ�RI

WKH�QDWLRQDO�FXUUHQF\��%\�HQG�

������FULVLV�\HDU��WKH�LQIODWLRQ

FRXOG�UHDFK��DFFRUGLQJ�WR�WKH

VFHQDULR��DERXW�������,Q�WKH

IROORZLQJ�\HDUV�DIWHU�UHVWRULQJ

FROODERUDWLRQ�ZLWK�,0)�DQG

:RUOG�%DQN�ZH�IRUHVHH�D

WHQGHQF\�RI�JUDGXDO�UHGXFWLRQ�LQ

LQIODWLRQ�UDWH�WR�����E\�HQG�

������7KLV�ZRXOG�H[SUHVV�WKH�VXFFHVV�RI�WKH�&HQWUDO�%DQN�LQ�LPSOHPHQWLQJ�WKH�WLJKW�PRQHWDU\

SROLF\�VXSSRUWHG�E\�WKH�,0)�

([FKDQJH�UDWH

2QH�RI�WKH�QHJDWLYH�DVSHFWV�RI�WKH�FULVLV�KHUH�LV�PDVVLYH�GHSUHFLDWLRQ�RI�WKH�QDWLRQDO

FXUUHQF\��DFFRPSDQLHG�E\�SDQLF�DQG�FDSLWDO�IOLJKW�

5HDO�*'3�HYROXWLRQ
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��������$FFRUGLQJ�WR�WKLV

VFHQDULR��LQ�2FWREHU�����

WKH�OHX�PDVVLYHO\

GHSUHFLDWHV�E\�����LQ

QRPLQDO�WHUPV�DJDLQVW�WKH

86�GROODU��7KH�PRQWKO\

HYROXWLRQ�RI�WKH�H[FKDQJH

UDWH�FDE�EH�VHHQ�LQ�WKH

WDEOH�EHORZ�

-DQ��� )HE��� 0DU��� $SU��� 0D\��� -XQ��� -XO��� $XJ��� 6HS��� 2FW��� 1RY��� 'HF���

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

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

$V�D�UHVXOW��WKH�HQG�\HDU�H[FKDQJH�UDWH�JRHV�WR����OHL��86'��ZKLFK�UHSUHVHQWV�D�QRPLQDO

GHSUHFLDWLRQ�E\�����LQ�GROODU�WHUPV��7KLV�H[FKDQJH�UDWH�HYROXWLRQ�ZLOO�OHDG�WR�LQFUHDVH�LQ

SULFHV��VR�WKDW�LQ�UHDO�WHUPV�WKH�OHX�FRXOG�GHSUHFLDWH�DW�HQG������E\�����DJDLQVW�WKH�86�GROODU�

,Q�WKH�QH[W�\HDU�D�GHSUHFLDWLRQ�LQ�UHDO�WHUPV�LV�QR�ORQJHU�SRVVLEOH��EHFDXVH�RI�WKH

WHQGHQF\�RI�SULFH

OHYHOLQJ��HVSHFLDOO\�DIWHU

WKH�VKDUS�UHGXFWLRQ�LQ

ORFDO�SULFHV�GXULQJ������

�����LQ�86'�WHUPV��,Q

�����WKH�VFHQDULR�VKRZV

DOUHDG\�DQ�DSSUHFLDWLRQ

LQ�UHDO�WHUPV�RI�OHX

DJDLQVW�WKH�GROODU�±�E\

�������WKH�H[FKDQJH�UDWH

VKRZLQJ�D�UHODWLYH

VWDELOL]DWLRQ��,Q������

�����WKH�UHDO

DSSUHFLDWLRQ�ZLOO�EH�ZLWKLQ�������7KXV��E\�HQG������WKH�QRPLQDO�HQG�\HDU�UDWH�FRXOG�EH�DERXW

����OHL�SHU��86'�

7UDGH�EDODQFH

'XH�WR�WKH�FRPSOLFDWHG

VLWXDWLRQ�RQ�WKH�PDFUR�DQG�PLFUR

OHYHO��ODFN�RI�IRUHLJQ�GLUHFW

LQYHVWPHQWV�DQG�RI�EXVLQHVV

FRQILGHQFH��LW�LV�FOHDU�WKDW

FRXQWU\¶V�H[SRUW�SRWHQWLDO�ZLOO�EH

GLPLQLVKHG��,Q������ZH�IRUHFDVW

XQGHU�WKLV�VFHQDULR�D�GHFOLQH�LQ

H[SRUWV�ZLWK�DQRWKHU�����DIWHU�WKH

����UHGXFWLRQ�LQ�������$QG�LQ�WKH

QH[W�\HDUV��DOWKRXJK�H[SRUW

JURZWK�UDWHV�ZLOO�EH�SRVLWLYH��WKH\

DUH�VWLOO�TXLWH�PRGHVW�FRPSDULQJ�WR

WKH�HYROXWLRQV�LQ�WKH�RSWLPLVWLF

VFHQDULR�

([FKDQJH�UDWH��HQG�\HDU�
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$OVR��ZH�IRUHVHH�D�GHFOLQH�LQ�LPSRUWV���E\�DERXW�����LQ�������DIWHU�WKH�������UHGXFWLRQ

LQ�������$JDLQ��WKH�FDXVH�LV�LQ�ODFN�RI�UHVRXUFHV�IRU�LPSRUWV�ILQDQFLQJ��6WDUWLQJ�ZLWK�\HDU�����

ZH�IRUHFDVW�DQ�LQFUHDVH�LQ�LPSRUWV�FDXVHG�E\�WKH�IORZ�RI�)',��WKRXJK�D�PRGHVW�RQH��ZKLFK

EULQJ�LPSRUW�RI�WHFKQRORJ\��HTXLSPHQW��HWF�

&XUUHQW�DFFRXQW�RI�EDODQFH�RI�SD\PHQWV

&XUUHQW�DFFRXQW�GHILFLW�ZLOO�JUDGXDOO\�GLPLQLVK��WKRXJK�DW�D�VORZHU�SDFH�WKDQ�LQ

RSWLPLVWLF�VFHQDULR��GHFUHDVLQJ�E\�\HDU������E\���WLPHV�FRPSDULQJ�WR�������$V�D�VKDUH�RI

*'3�FXUUHQW�DFFRXQW�GHILFLW�ZRXOG�VKRZ�D�UHGXFWLRQ�IURP�����WRZDUGV������7KH�IDFWRUV

ZKLFK�FRXOG�FRQWULEXWH�WR�VXFK�DQ�HYROXWLRQ�DUH�VLPLODU�WR�WKRVH�RXWOLQHG�LQ�WKH�RSWLPLVWLF

VFHQDULR�

)LQDQFLDO�DQG�FDSLWDO�DFFRXQW

)RUHLJQ�GLUHFW�LQYHVWPHQW

'XH�WR�WKH�FULVLV�LQ�WKH�HFRQRP\��DFFRUGLQJ�WR�WKH�VFHQDULR��IRUHLJQ�GLUHFW�LQYHVWPHQWV

ZLOO�VKULQN�E\�DERXW���WLPHV�

3ULYDWL]DWLRQ�RI�0ROGWHOHFRP

LQ������GRHV�QRW�WDNH�SODFH

EHFDXVH�RI�WKH�XQVWDEOH

HFRQRPLF�HQYLURQPHQW��DQG�LW

LV�LQFOXGHG�RQO\�LQ������

5HVSHFWLYHO\�LW�ZDV�H[WHQGHG

�IRU������������WKH

SULYDWL]DWLRQ�RI�HQHUJ\�VHFWRU

DV�ZHOO��7KXV��E\�HQG�����

WKH�VWRFN�RI�)',�FRXOG�UHDFK

����P�

3RUWIROLR�LQYHVWPHQW

7KHUH�LV�QHLWKHU�DQ\�(XURERQG�LVVXDQFH�QRU�PDVVLYH�SDUWLFLSDWLRQ�RI�IRUHLJQ�LQYHVWRUV�LQ

EX\LQJ�7�%LOOV��+RZHYHU��WKH�PDLQ�SUREOHP�KHUH�ZLOO�EH�WKH�UHODWLRQV�ZLWK�5XVVLD�UHJDUGLQJ�WKH

GHEW�WR�HTXLW\�VZDSV�RI�*D]SURP��$FFRUGLQJ�WR�WKH�VFHQDULR��GXH�WR�WKH�ODFN�RI�IXQGV�VHUYLFLQJ

RI�0ROGRYD¶V�HQHUJ\�GHEW�ZLOO�EH�WHPSRUDU\�IUR]HQ�LQ������

0HGLXP�DQG�ORQJ�WHUP�ORDQV

$V�LW�ZDV�PHQWLRQHG�DOVR�LQ

WKH�VFHQDULRV�HODERUDWHG�IRU�WKH

6WUDWHJ\�IRU�'HYHORSPHQW��DW�WKLV

SRLQW�WKH�FRXQWU\�ZLOO�KDYH�WR�IDFH

H[WUHPHO\�GLIILFXOW�SUREOHPV�

%HFDXVH�RI�GHOD\V�DQG�LQFRQVLVWHQF\

LQ�LPSOHPHQWLQJ�VWUXFWXUDO�UHIRUPV

DGYLVHG�E\�LQWHUQDWLRQDO�ILQDQFLDO

LQVWLWXWLRQV��XQZLOOLQJQHVV�RI�VRPH

ORFDO�GHFLVLRQ�PDNHUV�WR�LPSOHPHQW

WKRVH�UHIRUPV��DV�ZHOO�DV�QRQ�

FRPSOLDQFH�RI�FRXQWU\¶V�JRYHUQLQJ

ERGLHV�ZLWK�WKH�PHPRUDQGXP

DJUHHG�ZLWK�WKH�:RUOG�%DQN�DQG

,0)��WKH�ODWWHU�UHGXFH�GUDVWLFDOO\�WKH

SURJUDPV�RI�DVVLVWDQFH�WR�0ROGRYD�

&DSLWDO�DQG�ILQDQFLDO�DFFRXQW
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7KLV�FRQVLGHUDEO\�DJJUDYDWHV�WKH�VLWXDWLRQ�RQ�PDFUR�OHYHO��EHFDXVH�LW�LV

REYLRXV�WKDW�ZLWKRXW�WKH�ILQDQFLDO�VXSSRUW�IURP�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�JUDQWHG�RQ

TXLWH�IDYRUDEOH�WHUPV��0ROGRYDQ�HFRQRP\�ZLOO�QRW�EH�DEOH�WR�VXUYLYH�

6R��WKH�QHZ�ERUURZLQJ�IURP�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV��,0)��:%��(%5'�DQG

RWKHUV��DUH�UHGXFHG��%XW�DW�WKH�VDPH�WLPH��0ROGRYD�KDV�WR�UHSD\�WKH�SULQFLSDO�DQG�LQWHUHVW�IRU

IRUHLJQ�ORDQV�ZKLFK�LQ������ZLOO�GHPDQG�DERXW�����P��DQG�WKHQ�DERXW���������P�SHU�\HDU�LQ

�����������:KHUH�WKHVH�IXQGV�ZLOO�EH�WDNHQ�IURP"�,Q������ZH�VKRXOG�SRLQW�DW�WKH�UHGXFWLRQ�RI

1%0¶V�KDUG�FXUUHQF\�UHVHUYHV�E\�DQRWKHU����P��EXW�WKDW¶V�HYLGHQWO\�QRW�VXIILFLHQW��$�VROXWLRQ

KHUH�ZRXOG�EH�IRUHLJQ�GHEW�UHVFKHGXOLQJ�DQG�UHVWUXFWXULQJ�LI�WKLV�FDQ�EH�GRQH��EXW�LI�QRW��WKHQ

�OLNH�LW�ZDV�LQ�������VRPH�GHEW�ZLOO�QRW�EH�VHUYLFHG�DW�DOO�EHFDXVH�WKH�FRXQWU\�FDQ�QRW�ILQDQFH

WKHVH�H[SHQGLWXUHV��7KLV�DFFXPXODWLRQ�DUUHDUV�DQG�GHEW�UHVFKHGXOLQJ�LV�FOHDUO\�VHHQ�LQ�WKH

DQQH[HG�EDODQFH�RI�SD\PHQWV�WDEOH�

1%0¶V�IRUHLJQ�H[FKDQJH�UHVHUYHV

$�GUDPDWLF�DVSHFW�RI�WKLV�VFHQDULR�LV�WKH�VXEVWDQWLDO�UHGXFWLRQ�RI�IRUHLJQ�H[FKDQJH

UHVHUYHV�RI�WKH�FHQWUDO�EDQN��ZKLFK�ZLOO�KDYH�WR��KHOS�WKH�*RYHUQPHQW�LQ�VHUYLFLQJ�LWV�H[WHUQDO

GHEW��WR�FRYHU�WKH�%23�RYHUDOO

EDODQFH�GHILFLW��DERXW�����P�LQ

�������DQG�ILQDOO\���WR�VHUYLFH�WKH

,0)�GHEW�����P�LQ��������7KDW�LV

ZK\��LQ������JURVV�1%0¶V

UHVHUYHV�FRXOG�UHGXFH�IXUWKHU

�DIWHU�WKH�GUDPDWLF�UHGXFWLRQ�E\

����P�LQ�SUHYLRXV�\HDU��UHDFKLQJ

����P�DW�HQG�RI�WKH�\HDU��,Q�WKH

QH[W�\HDUV�DV�KDUG�FXUUHQF\

FRPHV�LQWR�WKH�FRXQWU\

�LQYHVWPHQWV��FUHGLWV��1%0�VWDUWV

WR�JUDGXDOO\�EXLOG�XS�LWV�UHVHUYHV�

E\�������P�SHU�\HDU�LQ������

������7KXV��E\�HQG������JURVV�UHVHUYHV�FRXOG�UHDFK�RQO\�����P��FRYHULQJ���PRQWKV�RI

LPSRUWV�RI�JRRGV�DQG�VHUYLFHV���ZKLFK�LV�EHORZ�WKH�ILJXUH�IRU������DQG�����WLPHV�OHVV

FRPSDULQJ�WR�WKH�HYROXWLRQ�LQ�WKH�RSWLPLVWLF�VFHQDULR��$W�WKH�VDPH�WLPH��QHW�UHVHUYHV�DUH

JURZLQJ�IURP�SUDFWLFDOO\�]HUR�LQ�WKH�HQG�RI������DQG������XS�WR�����P�LQ������

0RQHWDU\�DJJUHJDWHV

7DNLQJ�LQWR�DFFRXQW�WKH�HYROXWLRQ�RI�1%0¶V�JURVV�UHVHUYHV��LW�LV�FOHDU�WKDW�WKH

VXVWDLQDELOLW\�RI�WKH�PRQHWDU\�SROLF\�LQ�WKLV�VFHQDULR�LV�TXHVWLRQDEOH�

7KH�DPRXQW�RI�OHL�LQ

FLUFXODWLRQ�LV�XQGHU

SUHVVXUH��FDXVHG�E\�PDVVLYH

GHSUHFLDWLRQ�RI�WKH�QDWLRQDO

FXUUHQF\��LQFUHDVLQJ�E\��

WLPHV�GXULQJ�������,Q�WKH

QH[W�SHULRG�KLJK�UDWHV�RI

JURZWK�RI�WKLV�DJJUHJDWH�DUH

PDLQWDLQHG�GXH�WR�WKH

LQIODWLRQDU\�HQYLURQPHQW�

$OVR��0��DJJUHJDWH�ULVHV

7RWDO�1%0
V �IR UH LJQ�H[FKDQJH�UHV HUY
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DORQJ�ZLWK�WKH�LQFUHDVH�LQ�1%0¶V�KDUG�FXUUHQF\�UHVHUYHV��%\�HQG������0��FRPHV�FORVH�WR

��EQ�OHL��D�JURZWK�E\����WLPHV�FRPSDULQJ�WR�������

%URDG�PRQH\�KDV�VLPLODU�HYROXWLRQ��$FFRUGLQJ�WR�WKH�VFHQDULR��E\�HQG������WKH

0��DJJUHJDWH�FRXOG�UHDFK�DFFRUGLQJ�WR�WKH�VFHQDULR�DERXW���EQ�OHL��H[FHHGLQJ�E\���

WLPHV�WKH�OHYHO�RI�������9HORFLW\�RI�0��ZLOO�GLPLQLVK�IURP�����LQ������WR�����LQ������

UHIOHFWLQJ�UHVSHFWLYHO\�DQ�LQFUHDVH�LQ�QDWLRQDO�HFRQRP\�PRQHWL]DWLRQ�IURP�����WR�����

0RQH\�PXOWLSOLHU�ZLOO�EH�GHFUHDVLQJ�IURP������LQ������WR������LQ�����������VKRZLQJ�D

FRQVLGHUDEOH�UHGXFWLRQ�RI�WKH�VKDUH�RI�EDQN�GHSRVLWV�LQ�EURDG�PRQH\��UHVSHFWLYHO\�IURP�����WR

������DOWKRXJK�LQ

DEVROXWH�ILJXUHV�WKH\�DUH

JURZLQJ��HYHQ�LI�ZH

DVVXPH�WKDW�����RI�WKH

WHUP�GHSRVLWV�LQ�OHL�DQG

����RI�WKH�GHSRVLWV�LQ

IRUHLJQ�FXUUHQF\�DUH

ZLWKGUDZQ�IURP�WKH

EDQNLQJ�V\VWHP�LQ������

\HDU�RI�FULVLV���7KLV�LV

H[SODLQHG�E\�WKH�HIIHFWV

RI�QDWLRQDO�FXUUHQF\

GHSUHFLDWLRQ��WKH�ELJJHU

LV�OHL�HTXLYDOHQW�RI�GROODU�IXQGV���/RRNLQJ�DW�WKH�GROODUL]DWLRQ�UDWLR�RI�GHSRVLWV�ZH�VHH�WKDW�LW�LV

JURZLQJ�FRQVLGHUDEO\�IURP�����LQ������XS�WR�����LQ������

7KLV�UHIOHFWV�D�PRUH�UHVHUYHG�DWWLWXGH�RI�SRSXODWLRQ�WRZDUGV�WKH�EDQNV��6FHQDULR�FOHDUO\

VKRZV�WKDW�XQGHU�WKH�JLYHQ�FLUFXPVWDQFHV�WKH�SRSXODWLRQ�KDV�QR�PRUH�FRQILGHQFH�LQ�WKH

GHYDOXHG�OHX�DQG�SUHIHUV�WR�FRQYHUW�DYDLODEOH�IXQGV�LQ�86�GROODUV��3HRSOH�DYRLGLQJ�SODFLQJ�WKH

PRQH\�RQ�EDQN�DFFRXQWV��DOVR�EHFDXVH�RI�WKH�QRQ�DWWUDFWLYH�LQWHUHVW�UDWH�RQ�GHSRVLWV���D�W\SLFDO

SKHQRPHQRQ�LQ�DQ�LQIODWLRQDU\�HQYLURQPHQW��$QG�VLQFH�KRXVHKROGV�GHSRVLWV��DQG�GHSRVLWV�RI

OHJDO�HQWLWLHV��DUH�D�YLWDO�LQSXW�IRU�EDQNV��LW�EHFRPHV�FOHDU�WKDW�LQ�VXFK�FRQGLWLRQV�RQO\�VWURQJHVW

EDQNV�ZLOO�VXUYLYH��6PDOO�EDQNV�ZLOO�HLWKHU�JR�EDQNUXSW�RU�PHUJH�ZLWK�RWKHUV�DQG�DV�D�UHVXOW

IHZ�ODUJHU�EDQNV�ZLOO�UHPDLQ�LQ�WKH�V\VWHP�

6WDWH�EXGJHW

7KLV�VFHQDULR�GHVFULEHV�WKH�VLWXDWLRQ�ZKHQ�WKH�FRQWURO�ZLOO�EH�ORVW�RQ�WKH�OHYHO�RI

EXGJHW�GHILFLW�XQGHU�FRQGLWLRQV�ZKHQ�WKHUH�ZRXOG�EH�QR�PHDVXUHV�RI�DFFHOHUDWLRQ�RI

VWUXFWXUDO�UHIRUPV��WKH�SURFHVV�RI�SULYDWL]DWLRQ�DQG�OLEHUDOL]DWLRQ�RI�QDWLRQDO�HFRQRP\

ZRXOG�EH�VWRSSHG��DV�ZHOO�DV�WKHUH�ZRXOG�EH�JURXQGOHVV�VHYHUH�HFRQRPLF�SURWHFWLRQLVP

PHDVXUHV�XQGHUWDNHQ��0RUHRYHU��LPSOHPHQWDWLRQ�RI�QRQ�WLJKW�PRQHWDU\�DQG�ILVFDO

SROLFLHV��FRQWLQXRXV�UHGXFWLRQ�RI�UHDO�*'3��ZLOO�JHQHUDWH�DQ�DJJUDYDWLRQ�RI�WKH

VLWXDWLRQ�RI�VWDWH�GHEW��GHEW�UROORYHU�FDQ�EH�RXW�RI�FRQWURO���'HIDXOW�EHFRPHV�D�UHDOLW\�

8QGHU�VXFK�FLUFXPVWDQFHV��WKH�EXGJHW�DQG�ILVFDO�V\VWHP�ZRXOG�EH�DW�D�OLPLW�RI�WRWDO�FULVLV�

EXGJHW�H[SHQGLWXUHV�EHLQJ�HQRUPRXV��QRQ�FRYHUHG�E\�VXIILFLHQW�ILQDQFLDO�UHVRXUFHV��([WHUQDO

IXQGV�ZLOO�EH�PRUH�DQG�PRUH�GLIILFXOW�WR�JHW��EHFDXVH�RI�UHVWULFWLRQV�VHW�E\

0��JURZWK�YV��LQIODWLRQ�
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LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�DQG�ORZ�FUHGLW�UDWLQJ�RI�WKH�5HSXEOLF�RI�0ROGRYD�RQ

LQWHUQDWLRQDO�ILQDQFLDO�PDUNHWV�

&RQVROLGDWHG�EXGJHW�GHILFLW�ZLOO�H[SDQG��UHDFKLQJ�LQ���������RI�*'3��DQG�LQ����������

RI�*'3�

,Q�FRQGLWLRQV�RI�PDVVLYH�GHSUHFLDWLRQ�RI�QDWLRQDO�FXUUHQF\�LQ������ZLOO�FRQVLGHUDEO\

LQFUHDVH�WKH�OHL�HTXLYDOHQW�RI�WKH�86'�IXQGV�QHHGHG�IRU�UHSD\LQJ�WKH�LQWHUHVW�IRU�H[WHUQDO�ORDQV

JUDQWHG�WR�WKH�FRXQWU\��$OVR��LW�VKRXOG�EH�VWUHVVHG�RXW��WKDW�EHFDXVH�RI�WKH�ELJ�UHGXFWLRQ�RI�QHZ

ERUURZLQJ��WKH�GHILFLW�ILQDQFLQJ�RXW�RI�H[WHUQDO�VRXUFHV�LV�VKDUSO\�GHWHULRUDWLQJ�

(YROXWLRQ�RI�EXGJHW�LQFRPH�DQG�H[SHQGLWXUHV�GXULQJ�����������LV�IRUHFDVWHG�WDNLQJ�LQWR

DFFRXQW�WKH�IROORZLQJ�DVVXPSWLRQV�

x�VWUXFWXUDO�UHIRUPV�ZLOO�EH�VWRSSHG��ROG�VRFLDO�LQIUDVWUXFWXUH�EHLQJ�PDLQWDLQHG��ROG

FHQWUDO�DQG�ORFDO�SXEOLF�DGPLQLVWUDWLRQ��DQG�UHIRUP�RI�IRUFH�VWUXFWXUHV�ZLOO�QRW�EH�LPSOHPHQWHG�

x�WDNLQJ�LQWR�DFFRXQW�WKH�DERYH�VWDWHG��WKH�PDLQ�DFFHQW�ZDV�SXW�RQ�WKH�HYROXWLRQ�RI

LQIODWLRQ��L�H��ERWK�SXEOLF�LQFRPH�DQG�H[SHQGLWXUHV�ZLOO�JUHDWO\�GHSHQG�RQ�HYROXWLRQ�RI�SULFHV�

x�IXQGV�IRU�ILQDQFLQJ�EXGJHW�GHILFLW�ZLOO�EH�TXLWH�H[SHQVLYH��GXH�WR�WKH�LQFUHDVH�RI�LQWHUHVW

UDWH�

8QGHU�VXFK�FLUFXPVWDQFHV��WHQVLRQV�RQ�EXGJHW�DUH�LQHYLWDEOH��WKHUHIRUH�GHWHUPLQLQJ�WKH

FKDQJH�LQ�VRFLDO�LQIUDVWUXFWXUH��DQG�FRQVHTXHQWO\�VORZ�VWUXFWXUDO�UHIRUPV�VWDUWLQJ�\HDU������

+RZHYHU��LW�VKRXOG�EH�PHQWLRQHG��WKDW�WKH�VLWXDWLRQ�LQ�EXGJHW�ILVFDO�VHFWRU�FRXOG�EH�HYHQ�PRUH

GLIILFXOW�WDNLQJ�LQWR�DFFRXQW�WKH�LQVLJQLILFDQW�IRUHFDVWHG�HFRQRPLF�JURZWK��DV�ZHOO�DV�RWKHU

VWUXFWXUDO�IDFWRUV�

%XGJHW�GHILFLW�HYROXWLRQ
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