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�����)ORZ�RI�)XQGV�PRGHO

'HVFULSWLRQ�RI�WKH�)ORZ�RI�)XQGV�WDEOHV

)ORZ�RI�)XQGV�WDEOH�LV�D�QHZ�DQDO\VLV�WRRO�IRU�0ROGRYD��ZKLFK�SUHVHQWV�WKH�LQIRUPDWLRQ

IURP�WKH�IRXU�PDLQ�PDFURHFRQRPLF�DFFRXQWV�DQG�IRXU�VHFWRUV�LQ�D�VLQJOH�WDEOH��0DFURHFRQRPLF

DJJUHJDWHV�DUH�WUDGLWLRQDOO\�GHULYHG�IURP�DQ�LQWHUFRQQHFWHG�QHWZRUN�RI�PDFURHFRQRPLF

DFFRXQWV��WKH�QDWLRQDO�LQFRPH�DQG�SURGXFW�DFFRXQWV��EDODQFH�RI�SD\PHQWV��JRYHUQPHQW�ILQDQFH

VWDWLVWLFV��DQG�PRQHWDU\�DFFRXQWV��7KH�IRXU�PDLQ�PDFURHFRQRPLF�VHFWRUV��SULYDWH��JRYHUQPHQW�

IRUHLJQ��DQG�EDQNLQJ��HQJDJH�LQ�HFRQRPLF�DQG�H[SHQGLWXUH�WUDQVDFWLRQV��)ORZ�RI�)XQGV�WDEOH

JLYHV�D�TXLFN�RYHUYLHZ�RI�WKH�HQWLUH�HFRQRP\��VKRZV�KRZ�WKH�VHFWRULDO�GHILFLWV�DUH�ILQDQFHG��DQG

VHUYHV�DV�D�WRRO�IRU�H[DPLQLQJ�WKH�DFFXUDF\�DQG�FRQVLVWHQF\�RI�PDFURHFRQRPLF�GDWD�DQG

IRUHFDVWV��,WV�SXUSRVH�LV�WKUHHIROG��WR�VKRZ�WKH�UHODWLRQVKLS�EHWZHHQ�GRPHVWLF�HFRQRP\�DQG

EDODQFH�RI�SD\PHQWV��WR�H[SORUH�WKH�OLQNV�DPRQJ�VHFWRUV�RI�HFRQRP\��DQG�WR�GHYHORS�D�WRRO�IRU

DQDO\]LQJ�WKHVH�LQWHUUHODWLRQV�LQ�D�V\VWHPDWLF�ZD\�

7KHUH�DUH�VHYHUDO�UHDVRQV�IRU�FRPSLOLQJ�DQG�SXEOLVKLQJ�LQIRUPDWLRQ�RQ�PDFURHFRQRPLF

DFFRXQWV�DQG��LQ�WXUQ��RI�)ORZ�RI�)XQGV�WDEOHV�

x� 7R�PRQLWRU�WKH�EHKDYLRU�RI�WKH�HFRQRP\�

x� 7R�DQDO\]H�WKH�FDXVDO�PHFKDQLVPV�WKDW�DUH�ZRUNLQJ�LQ�WKH�HFRQRP\�

x� 7R�VXSSRUW�HFRQRPLF�SROLF\�DQG�GHFLVLRQ�PDNLQJ�

x� 7R�SURYLGH�D�IUDPHZRUN�IRU�LQWHUQDWLRQDO�FRPSDULVRQ�

�6HFWRUV¶�QRQ�ILQDQFLDO�WUDQVDFWLRQV�JHQHUDWH�FKDQJHV�LQ�ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV�

7KHVH�FKDQJHV�DUH��LQ�WXUQ��UHFRUGHG�DV�WKH�VHFWRUV¶�ILQDQFLDO�WUDQVDFWLRQV��7KXV��IRU�HDFK�VHFWRU�

WKH�UHDO�RU�QRQ�ILQDQFLDO�WUDQVDFWLRQV��VXFK�DV�LPSRUWV�DQG�H[SRUWV��DQG�WKH�ILQDQFLDO�WUDQVDFWLRQV

�VXFK�DV�ERUURZLQJ�IURP�DEURDG�RU�GUDZLQJV�IURP�FRXQWU\¶V�LQWHUQDWLRQDO�UHVHUYHV��HPEUDFH�WKH

VHFWRU¶V�HQWLUH�HFRQRPLF�UHODWLRQV�ZLWK�RWKHU�VHFWRUV�

� )ORZV�RI�IXQGV�WDEOHV�DUH�SUHVHQWHG�LQ�DQQH[HV��7KH�ILUVW�FROXPQ��QDWLRQDO�DFFRXQWV�

VKRZV�WKH�DJJUHJDWH�WUDQVDFWLRQV�IRU�DOO�HFRQRPLF�VHFWRUV��7KH�QH[W�IRXU�FROXPQV�VKRZ�D

EUHDNGRZQ�RI�WKH�HFRQRP\�LQWR�WKH�IRXU�VHFWRUV��WKH�SULYDWH�VHFWRU��WKH�JRYHUQPHQW��WKH

EDQNLQJ�V\VWHP��DQG�WKH�UHVW�RI�WKH�ZRUOG��7KH�VXP�RI�HYHU\�FROXPQ�PXVW�EH�]HUR��EHFDXVH

WRWDO�RXWIORZV�PXVW�HTXDO�WRWDO�LQIORZV�RI�UHDO�DQG�ILQDQFLDO�UHVRXUFHV��7KH�URZV�RI�WKH�)ORZ�RI

)XQGV�WDEOH�UHFRUG�WUDQVDFWLRQV�EHWZHHQ�WKH�VHFWRUV��(DFK�URZ�DGGV�XS�WR�]HUR�EHFDXVH�HYHU\

LQIORZ�RI�PRQH\�WR�RQH�VHFWRU�PXVW�EH�PDWFKHG�E\�DQ�RXWIORZ�RI�PRQH\�IURP�DQRWKHU�VHFWRU�

�7KH�IORZ�RI�IXQGV�WDEOH�LV�GLYLGHG�LQWR�WZR�SDQHOV�E\�WKH�URZ�FRQWDLQLQJ�WKH�VDYLQJ�

LQYHVWPHQW�EDODQFH�RI�HDFK�VHFWRU��7KH�WRS�SDQHO�UHFRUGV�UHDO�WUDQVDFWLRQV�LQ�JRRGV��VHUYLFHV�

LQFRPH��DQG�IRUHLJQ�WUDQVIHUV��7KH�ERWWRP�SDQHO�UHFRUGV�ILQDQFLDO�WUDQVDFWLRQV�WKDW�FKDQJH�WKH

DVVHWV�RU�OLDELOLWLHV�SRVLWLRQ�RI�WKH�VHFWRUV�

� 6XPPLQJ�WKH�LWHPV�LQ�WKH�WRS�SDQHO�RI�WKH�WDEOH�LQ�HDFK�FROXPQ�JLYHV�XV�WKH�VXUSOXV�

GHILFLW�RI�LQFRPH�RYHU�H[SHQGLWXUHV�RU�VDYLQJ�LQYHVWPHQW�EDODQFH�RI�WKDW�VHFWRU��7KH

EDODQFHV�DUH�VKRZQ�LQ�WKH�PLGGOH�RI�WKH�WDEOH��1RQ�ILQDQFLDO�EDODQFH�IRU�JHQHUDO�JRYHUQPHQW

VHFWRU�RSHUDWLRQV�UHIOHFWV�EXGJHW�GHILFLW��RQ�FRPPLWPHQW�EDVH���VWDWH�HQWHUSULVHV�EDODQFH�

DQG�HVFDODWLRQ�RI�HQHUJ\�DQG�RWKHU�VWDWH�DUUHDUV��6XPPLQJ�WKH�EDODQFHV�RI�DOO�VHFWRUV

KRUL]RQWDOO\�VKRXOG�JLYH�]HUR�DV�WKH�UHVXOWV��UHIOHFWLQJ�WKH�HTXDOLW\�EHWZHHQ�WKH

VDYLQJ�LQYHVWPHQW�EDODQFHV�DQG�WKH�FXUUHQW�DFFRXQW��DFFRUGLQJ�WR�WKH�IRUPXOD�
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�7KH�ERWWRP�SDQHO�RI�WKH�WDEOH�VKRZV�WUDQVDFWLRQV�LQ�ILQDQFLDO�DVVHWV�DQG�OLDELOLWLHV��,W

SURYLGHV�LQIRUPDWLRQ�RQ�WKH�ILQDQFLQJ�RI�WKH�VDYLQJ�LQYHVWPHQW�EDODQFHV��7KLV�SDQHO�LV�GLYLGHG

LQWR�WZR�VHFWLRQV��IRUHLJQ�DQG�GRPHVWLF�ILQDQFLQJ�

�)RUHLJQ�ILQDQFLQJ�VHFWLRQ�URZV�FRQWDLQ�IORZV�RI�WKH�GLUHFW�LQYHVWPHQW�DQG�IRUHLJQ

ERUURZLQJ��JURZWK�RI�WKH�HQHUJ\�DQG�RWKHU�VWDWH�DUUHDUV�DV�ZHOO�DV�FKDQJH�LQ�QHW�IRUHLJQ

DVVHWV��)RUHLJQ�ERUURZLQJ�URZ�UHIOHFWV�ORDQ�GLVEXUVHPHQWV�PLQXV�DPRUWL]DWLRQ�RI�IRUHLJQ�GHEW

DQG�UHSDWULDWHG�FDSLWDO��0RVW�RI�WKH�LQIRUPDWLRQ�LQ�WKLV�URZ�FRPHV�IURP�WKH�EDODQFH�RI

SD\PHQWV��WKRXJK�LW�VKRXOG�EH�VXSSOHPHQWHG�E\�PRUH�GHWDLOHG�LQIRUPDWLRQ�IURP�WKH

JRYHUQPHQW�VWDWLVWLFV��/DVW�URZ�RI�WKLV�VHFWLRQ�UHIOHFWV�WKH�FKDQJHV�LQ�EDQN¶V�QHW�IRUHLJQ

DVVHWV��1DWLRQDO�%DQN�DQG�FRPPHUFLDO�EDQNV��UHVXOWLQJ�IURP�WUDQVDFWLRQV�ZLWK�WKH�UHVW�RI�WKH

ZRUOG�

��'RPHVWLF�ILQDQFLQJ�VHFWLRQ�VKRZV�WKH�IXQGV�WKH�SULYDWH�VHFWRU�DQG�JRYHUQPHQW

ERUURZHG�IURP�WKH�EDQNV�GXULQJ�WKH�\HDU��ZKLFK�LV�HTXLYDOHQW�WR�WKH�LQFUHDVH�LQ�WKH�VWRFN�LQ

WKH�EDQN�FUHGLW��7KH�FKDQJH�LQ�PRQH\�VWRFN��EURDG�PRQH\��UHIOHFWV�DQ�LQFUHDVH�LQ�SULYDWH

VHFWRU¶V�ILQDQFLDO�DVVHWV�LQ�WKH�IRUP�RI�EDQN�GHSRVLWV�DQG�FXUUHQF\�KROGLQJV��7KH�FRXQWHUSDUW

RI�WKLV�LV�DQ�LQFUHDVH�LQ�WKH�EURDG�PRQH\��ZKLFK�LV�DQ�DVVHW�IRU�EDQNV���7KH�PDLQ�HTXDWLRQ�

XVHG�LQ�WKH�EDQNLQJ�V\VWHP�FROXPQ��LV�

�1HW�)RUHLJQ�$VVHWV���1HW�'RPHVWLF�$VVHWV� �%URDG�0RQH\�

�1RQ�EDQN�ERUURZLQJ�VKRZV�SULYDWH�VHFWRU�ODQGLQJ�WR�WKH�JRYHUQPHQW��ZKLFK�LQFUHDVHV

ILQDQFLDO�DVVHWV�RI�WKH�SULYDWH�VHFWRU�DQG�ULVHV�WKH�JRYHUQPHQW¶V�GHEW�E\�WKH�VDPH�DPRXQW��,Q

WKH�JRYHUQPHQW�VWDWLVWLFV�WKLV�LV�XVXDOO\�VKRZQ�DV�QRQ�EDQN�ERUURZLQJ�

�7KXV��WKH�HODERUDWLRQ�DQG�LPSOHPHQWDWLRQ�RI�)ORZ�RI�)XQGV�WDEOHV��ZKLFK�GHVFULEH�WKH

XQGHUJRLQJ�PDFURHFRQRPLF�SURFHVVHV�LQ�D�FRQFLVH�IRUP��LV�QHFHVVDU\�IRU�D�GHHSHU�DQDO\VLV

DQG�IRU�DQ�HIIHFWLYH�IRUHFDVW�RI�FHUWDLQ�HFRQRPLF�GHYHORSPHQW�VFHQDULRV���7KH�XVH�RI�WDEOHV�

FRPELQLQJ�WKH�PDLQ�HFRQRPLF�DFFRXQWV�ZLWK�DOO�WKHLU�OLQNV��HQULFKHV�WKH�WKHRU\�DQG�SUDFWLFH�RI

HFRQRPLF�DQDO\VLV�DQG�IRUHFDVWLQJ�

�

�)ORZ�RI�)XQGV�WDEOHV�IRU�����������DQDO\VLV�

�7KLV�LV�WKH�ILUVW�WLPH�LQ�0ROGRYD�ZKHQ�WKH�)ORZ�RI�)XQGV�WDEOHV��SUHVHQWHG�LQ�WKH

DQQH[HV��DUH�XVHG�LQ�WKH�SUDFWLFH�RI�HFRQRPLF�DQDO\VLV���+HUH��IRU�WKH�SXUSRVH�RI�FRQYHUJHQFH

WR�LQWHUQDWLRQDO�VWDQGDUGV�DQG�,0)�VWDQGDUGV�IRU�LQVWDQFH��WKH�EDODQFH�RI�SD\PHQWV��QDWLRQDO

DQG�ILVFDO�DFFRXQW�WDEOHV�ZHUH�PRGLILHG���0RQHWDU\�VXUYH\�WDEOHV�ZHUH�UHFDOFXODWHG�WR�\HDU

DYHUDJH�FRQGLWLRQV�LQ�RUGHU�WR�FRPSDUH�WKHP�ZLWK�RWKHU�PDLQ�PDFURHFRQRPLF�DFFRXQWV��WKHQ

DQQXDO�FKDQJH�LQ�WKH�PRQHWDU\�DJJUHJDWHV�ZHUH�FDOFXODWHG�

�

�)ORZ�RI�)XQGV�WDEOHV�VHUYHG�WKH�SXUSRVH�RI�DQDO\]LQJ�WKH�ILQDQFLDO�DFWLYLWLHV�RI�WKH

JRYHUQPHQWDO�DQG�RI�WKH

SULYDWH�VHFWRU�LQ�0ROGRYD���7KH

FULVLV�ZKLFK��KLW�0ROGRYD�LQ

�����ZDV�SDUWLDOO\�WULJJHUHG�E\

WKH�*RYHUQPHQW¶V�LQHIILFLHQW

PDQDJHPHQW�LQ�WKH�HDUOLHU

\HDUV��%HWZHHQ������DQG�����

WKH�JRYHUQPHQW�VHFWRU�XVHG�WR

VSHQG�PXFK�PRUH�IXQGV�WKDQ�LW

DFWXDOO\�GLVSRVHG���7KLV�H[FHVV
�

1RQILQDQFLDO�%DODQFH�RI�*RYHUQPHQW�6HFWRU�2SHUDWLRQV
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��RI�*'3 ��RI�*1',�IRU�*RYHUQ��VHFWRU

��RI�*'3 ��RI�*1',�IRU�

JRYHUQPHQW�VHFWRU
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FRQVWLWXWHG����SHUFHQW�RI�*'3�LQ�������RU�RYHU����SHUFHQW�RI�LW¶V�RZQ��JRYHUQPHQWDO�

GLVSRVDEOH�LQFRPH��*1',J����,Q�WKH�IROORZLQJ�\HDUV�WKH�ERUURZLQJ�JUDGXDOO\

GHFUHDVHG��EXW�VWLOO�FRQVWLWXWHG�VLJQLILFDQW�DPRXQWV���,Q������WKH\�DFFRXQWHG�IRU���

SHUFHQW�RI�*'3��RU�����RI�*1',J�

�7KH�GHOD\V�LQ�LPSOHPHQWDWLRQ�RI�WKH�VWUXFWXUDO�UHIRUPV�LQ�WKH�UHFHQW�\HDUV�OHG�WR

DQ�H[FHVVLYH�OHYHO�RI�JRYHUQPHQW�ERUURZLQJ��DSSUR[LPDWHO\�������SHUFHQW�RI�*1',J

HDFK�\HDU����7KHUH�LV�D�KXJH�GHEW�EXUGHQ�DFFXPXODWHG�E\�WKH�\HDU�������UHVXOWLQJ�IURP

WKH�JRYHUQPHQW¶V�SROLF\�RI�XQOLPLWHG�ERUURZLQJ���7KH�FRXQWU\�IDFHV�D�UHDO�WKUHDW�RI

GHIDXOW��ZKLFK�PD\�EH�DYRLGHG�RQO\�WKURXJK�WKH�UHVWUXFWXULQJ�RI�WKH�IRUHLJQ�GHEW�

�$�WRWDOO\�GLIIHUHQW�SLFWXUH�H[LVWV�LQ�WKH�SULYDWH�VHFWRU��,Q������WKH�YRXFKHU�SULYDWL]DWLRQ

SURJUDP�ZDV�ODXQFKHG��8QWLO������WKH�SULYDWH�VHFWRU�RI�0ROGRYD��JHQHUDOO\�VSHDNLQJ��ZDV�LQ

WKH�VWDJH�RI�IRUPDWLRQ��PDVV�SULYDWL]DWLRQ�ZDV�JRLQJ�RQ��OHJDO�IUDPHZRUN�IRU�WKH�IXQFWLRQLQJ

RI�PDUNHW�HFRQRP\�ZDV�LQ�WKH�VWDJH�RI�FUHDWLRQ���$W�WKH�VDPH�WLPH��WKH�ODUJHVW�SDUW�RI�WKH

HFRQRP\�UHPDLQHG�XQGHU�VWDWH�RZQHUVKLS��FRQWULEXWLQJ�WR�ODUJH�ILQDQFLDO�IORZV�IURP�RWKHU

VHFWRUV��LQFOXGLQJ�WKH�SULYDWH�RQH�
�

�%HWZHHQ������DQG������WKH�SULYDWH�VHFWRU�ZDV�XQDEOH�WR�DFFXPXODWH�IRU�IXOO

XWLOL]DWLRQ�WKH�GLVSRVDEOH�LQFRPH�FUHDWHG�LQ�WKLV�VHFWRU��WKH�XQFODLPHG�SDUW�RI�ZKLFK��ZDV

ILQDOO\�UHGLVWULEXWHG�LQ�WKH

JRYHUQPHQWDO�VHFWRU���,Q�����

WKH�XWLOL]DWLRQ�RI�LQFRPH�FUHDWHG

LQ�WKLV�VHFWRU�ZDV�EHORZ���

SHUFHQW�RI�WKH�RZQ��SULYDWH�

GLVSRVDEOH�LQFRPH��*1',S��

FRQVWLWXWLQJ����SHUFHQW�RI�*'3�

7KH�IROORZLQJ���\HDUV�SULYDWH

VHFWRU�ZDV�VHFHGLQJ�WKH

XWLOL]DWLRQ�RI�*1',S��DQG�LQ

�����LW�VWDUWHG�ERUURZLQJ�IURP

RWKHU�VHFWRUV���,Q������ERUURZLQJ�DPRXQWHG�WR���SHUFHQW�RI�*1',S�
�

�7KH�ODFN�RI�VWUXFWXUDO�UHIRUPV�LQ�WKH�EXGJHWDU\�VSKHUH�FRQWULEXWHG�WR�PDLQWHQDQFH�RI�D

KLJK�OHYHO�RI�VWDWH�ERUURZLQJ���,I

LQ������WKHVH�LQWHUQDO�ORDQV

FRQVWLWXWHG�����ELOOLRQ�OHL��LQ�����

WKH\�GLPLQLVKHG�RQO\�E\�����ELOOLRQ

OHL��7KH�ILQDQFLQJ�RI�WKH�)LVFDO

$FFRXQW�GHILFLW��WKDW�LQFOXGHG�WKH

LQFUHDVHG�EXGJHW�GHEW��DUUHDUV�RQ

HQHUJ\�UHVRXUFHV�XWLOL]DWLRQ��DQG

VWDWH�HQWHUSULVHV�EDODQFHV��ZDV

UHDOL]HG�IURP�ERWK�H[WHUQDO�DQG

LQWHUQDO�VRXUFHV���7KH�OHYHO�RI

IRUHLJQ�ILQDQFLQJ�LQ���������DFWXDOO\�H[FHHGHG�WKH�LQWHUQDO�RQH�
�
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��RI�*'3 ��RI�*1',�IRU�SULYDWH�VHF WRU

��RI�
��RI�*1',�IRU�

SULYDWH�VHFWRU
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)RUHLJQ�ILQDQFLQJ 'RPHVWLF��LQFO��EXGJHW�DUUHDUV� 7RWD O�ILQDQFLQJ
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��������7KH�GUDPDWLF�FXWV�LQ�H[WHUQDO�ILQDQFLQJ�LQ������FRQGLWLRQHG�WKH�ERRVW�LQ�DUUHDUV�IRU

SHQVLRQV�DQG�VWDWH�HPSOR\HHV¶�VDODULHV��$ORQJ�ZLWK�WKH��GLIILFXOWLHV�UHODWHG�WR�WKH�FRYHUDJH�RI

WKH�EXGJHW�GHILFLW��VWDWH�ERUURZLQJ�UHPDLQHG�DW�D�KLJK�OHYHO��RYHU�����ELOOLRQ�OHL����,QWHUQDO

ERUURZLQJ�FRPSHQVDWHG�H[WHUQDO�ILQDQFLQJ�FXWV���7KH�SRVVLELOLWLHV�RI�UHODWLYHO\�HDV\

ERUURZLQJ�RI�UHVRXUFHV�GLG�QRW�VWLPXODWH�LQWHQVLILFDWLRQ�RI�VWUXFWXUDO�UHIRUPV�DQG�SHUPLWWHG

WKH�JRYHUQPHQW�WR�GHOD\�WKHLU�LPSOHPHQWDWLRQ�

�%HWZHHQ������DQG������SULYDWH�VHFWRU�RI�WKH�HFRQRP\�ZDV�VXSSO\LQJ�ZLWK�LWV�RZQ

UHVRXUFHV�WKH�QHHGV�RI�WKH�JRYHUQPHQW�VHFWRU����������PLOOLRQ�OHL�HDFK�\HDU����([WHUQDO

ILQDQFLQJ�RI�WKH�SULYDWH�VHFWRU�JUHZ�IURP����PLOOLRQ�OHL�LQ������WR�����PLOOLRQ�OHL�LQ������

7KH�FRQILGHQFH�RI�IRUHLJQ�LQYHVWRUV�LQ�0ROGRYDQ�SULYDWH�VHFWRU�ZDV�JURZLQJ�\HDU�DIWHU�\HDU�

XQWLO�WKH�FRXQWU\�HQFRXQWHUHG

WKH�ILQDQFLDO�FULVLV�LQ��������7KH

UHDFWLRQ�RI�LQYHVWRUV�ZDV�TXLWH

XQGHUVWDQGDEOH��DQG�ILQDQFLQJ�RI

WKH�SULYDWH�VHFWRU�SOXPPHWHG�WR

����PLOOLRQ�OHL���7KH�VDWLVIDFWLRQ

RI�VHFWRU¶V�QHHGV�LQ������ZDV

SDUWLDOO\�FRPSHQVDWHG�E\�WKH

DFFXPXODWLRQ�RI�LQWHUQDO

UHVRXUFHV���7KLV�ZDV�WKH�ILUVW

\HDU�ZKHQ�WKH�SULYDWH�VHFWRU�GLG�QRW�FUHGLW�WKH�JRYHUQPHQWDO�VHFWRU�IURP�LWV�RZQ�UHVRXUFHV�

EXW�VWDUWHG�ERUURZLQJ�RQ�WKH�LQWHUQDO�FDSLWDO�PDUNHW�

�

�7KH�G\QDPLFV�RI�GHPDQG�RI�WKH�JRYHUQPHQW�VHFWRU��FRQVXPSWLRQ�DQG�LQYHVWPHQW�

VORZHG�GRZQ�LQ�WKH�ODVW�WKUHH�\HDUV���,Q������WKLV�GHPDQG�FRQVWLWXWHG�DSSUR[LPDWHO\�WKUHH

ELOOLRQ�OHL��LQ���������LW�DPRXQWHG�WR�����ELOOLRQ�OHL��EHLQJ�YLUWXDOO\�XQFKDQJHG�

6LPXOWDQHRXVO\��WKH�GHPDQG�RI

WKH�SULYDWH�VHFWRU�ZDV

FKDUDFWHUL]HG�E\�DQ�LPSHWXRXV

G\QDPLF��IURP�WZR�ELOOLRQ�OHL�LQ

�����WR�����ELOOLRQ�OHL�LQ������

/LPLWDWLRQ�RI�UHVRXUFHV

GHWHUPLQHG�WKH�VKDUSHQLQJ�RI

FRQWUDGLFWLRQV�EHWZHHQ�WKH�KLJK

OHYHO�RI�JRYHUQPHQW�QHHGV�DQG�WKH

GUDPDWLF�LQFUHDVH�RI�GHPDQG�LQ

WKH�SULYDWH�VHFWRU���7KH�SUHVV�RI

WKH�JRYHUQPHQW�VHFWRU�UHVXOWHG�LQ�DQ�LQFUHDVH�RI�WKH�VKDGRZ�FRPSRQHQW�ERWK�ZLWKLQ�WKDW

VHFWRU�DQG�ZLWKLQ�WKH�SULYDWH�VHFWRU�

�7KH������\HDU�LV�D�WXUQLQJ�SRLQW�IRU�WKH�VROXWLRQ�RI�GHHSHQHG�FRQWUDGLFWLRQV�EHWZHHQ

WKH�VHFWRUV���7ZR�VROXWLRQV�WR�WKLV�SUREOHP�H[LVW��7KH�ILUVW�DQG�WKH�PRVW�DFFHSWDEOH�IRU�WKH

GHPRFUDWLF�GHYHORSPHQW�RI�WKH�VRFLHW\��ZLWKLQ�D�PDUNHW�W\SH�HFRQRP\��LV�WR�DGMXVW�VWDWH

VSHQGLQJ�WR�UHYHQXHV��WR�UHVWUXFWXUH�WKH�IRUHLJQ�GHEW��WR�LPSOHPHQW�DQ�HIILFLHQW

PDQDJHPHQW�V\VWHP�IRU�WKH�VWDWH�GHEW���7KH�VHFRQG��OHDVW�DFFHSWDEOH��WKDW�OHDYHV�WKH

VRFLHW\�IDU�EHKLQG�LQ�WKH�SURFHVV�RI�GHPRFUDWL]DWLRQ�DQG�PDUNHW�RULHQWHG�UHIRUPV�±

PDQGDWRU\�VHL]XUH�RI�IXQGV�IURP�WKH�SULYDWH�VHFWRU�IRU�WKH�IXOILOOPHQW�RI�VWDWH�QHHGV�

�
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7RWDO�H[SHQGLWXUH 3ULYDWH�VHFWRU�H[SHQGLWXUH *RYHUQ��VHFWRU�H[SHQGLWXUH
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4XLWH�LQWHUHVWLQJ�LV�WKH�VWUXFWXUH

RI�H[WHUQDO�ERUURZLQJ�E\�WKH�VWDWH

VHFWRU�RI�HFRQRP\���0RVW�IRUHLJQ

ORDQV�DUH�DFTXLUHG�E\�WKH�HQHUJHWLF

VHFWRU���,Q������WKH�IRUHLJQ�GHEW�RI

WKDW�SDUWLFXODU�VHFWRU�LQFUHDVHG�E\

VRPH�����PLOOLRQ�OHL��WKH�IROORZLQJ�WZR

\HDUV�WKH�\HDUO\�LQFUHDVH�VKUXQN�WR

DSSUR[LPDWHO\�����PLOOLRQ�OHL���/DFN�RI

VWUXFWXUDO�UHIRUPV�LQ�WKH�HQHUJ\�VHFWRU

OHG�WR�WKH�VLWXDWLRQ��ZKHQ�WKH�VWDWH�LV�XQDEOH�WR�SD\�IRU�HQHUJ\�UHVRXUFHV�LPSRUWV���7KXV��LQ

�����WKHLU�VKDUH�LQ�WKH�IRUHLJQ�GHEW�LQFUHDVHG�E\�VRPH�����PLOOLRQ�OHL���,Q������WKH�LQFUHDVH�LQ

GHEWV�IODWWHQHG�GRZQ��EXW�QRW�DV�D�UHVXOW�RI�LPSOHPHQWDWLRQ�RI�VRXQG�VWUXFWXUDO�UHIRUPV����DV�D

UHVXOW�RI�FXWV�LQ�WKH�DPRXQWV�GHOLYHUHG�E\�WKH�VXSSOLHUV��GXH�WR�0ROGRYD¶V�LQVROYHQF\�

�7KH�IORZ�RI�IRUHLJQ�IXQGV�LQWR�WKH�VWDWH�VHFWRU�RI�WKH�HFRQRP\�ZDV�PDLQO\�GHWHUPLQHG

E\�WKH�DLG�IURP�LQWHUQDWLRQDO�RUJDQL]DWLRQV��GLUHFWHG�WRZDUGV�WKH�LPSOHPHQWDWLRQ�RI�WKH

VWUXFWXUDO�UHIRUP�LQ�0ROGRYD���%\������WKH�SDFH�RI�UHIRUPV�VORZHG�GRZQ�VLJQLILFDQWO\��WKH

*RYHUQPHQW�DQG�WKH�3DUOLDPHQW�GLG�QRW�IXOILOO�WKHLU�REOLJDWLRQV�WR�LQWHUQDWLRQDO�RUJDQL]DWLRQV�

WKH�H[WHUQDO�LQIORZV�EHLQJ�WKXV�VWRS���,W�ZDV�WKH�ILUVW�WLPH�ZKHQ�WKH�DPRXQW�WR�EH�SDLG�DV

SULQFLSDO�DQG�LQWHUHVW�IRU�H[WHUQDO�GHEW�H[FHHGHG�WKH�DPRXQWV�IORZLQJ�LQ���7KH�IRUHLJQ

ILQDQFLQJ�LQ������DFFRXQWHG�IRU�RQO\�����PLOOLRQ�OHL��DV�FRPSDUHG�WR�����PLOOLRQ�OHL�LQ������

�7KH�H[WHUQDO�ILQDQFLQJ�RI�WKH�SULYDWH�VHFWRU�RI�WKH�HFRQRP\�LV�GRQH�WKURXJK�ORDQV�DQG

WKURXJK�GLUHFW�LQYHVWPHQW���7KH

PRVW�EHQHILFLDU\�IRUP�RI�IRUHLJQ

ILQDQFLQJ�IRU�WKH�SULYDWH�VHFWRU�LV

FRQVLGHUHG�WR�EH�IRUHLJQ�GLUHFW

LQYHVWPHQW��ZKLFK�LV�GHWHUPLQHG�E\

WKH�FRUUHVSRQGLQJ�LQYHVWPHQW

FOLPDWH�LQ�WKH�FRXQWU\���7KH

G\QDPLF�RI�IRUHLJQ�GLUHFW

LQYHVWPHQWV�VKRZV�WKDW�0ROGRYD¶V

XQDWWUDFWLYHQHVV�WR�IRUHLJQ

LQYHVWRUV��LQ������WKH�WRWDO�DPRXQW

RI�IRUHLJQ�GLUHFW�LQYHVWPHQW�FRQVWLWXWHG����86�GROODUV�SHU�FDSLWD����$FFHOHUDWLRQ�RI

LPSOHPHQWDWLRQ�RI�VWUXFWXUDO�UHIRUPV�ZLOO�DOORZ�HQFRXUDJLQJ�RI�LQYHVWRUV¶�LQWHUHVW�LQ

0ROGRYD��)LQDQFLDO�LQIORZV�IRU�SULYDWH�VHFWRU�FUHGLWLQJ�DUH�YHU\�YRODWLOH���3RVVLELOLWLHV�RI�VR

FDOOHG�³KRW�PRQH\´�WR�UDSLGO\�OHDYH�WKH�FRXQWU\�LQWURGXFH�D�GHVWDELOL]LQJ�HOHPHQW�ERWK�LQ�WKH

GHYHORSPHQW�RI�WKH�SULYDWH�VHFWRU�DQG�LQ�WKH�IXQFWLRQLQJ�RI�WKH�EDQNLQJ�LQGXVWU\�
�

�,Q�VSLWH�RI�WKH�UDSLG�GHYHORSPHQW�RI�WKH�SULYDWH�VHFWRU��D�ODUJH�VKDUH�RI�WKH�FUHDWHG

SURGXFW�LV�EHLQJ�XWLOL]HG�E\�WKH�VWDWH�VHFWRU�RI�WKH�HFRQRP\���,Q������WKH�VWDWH�VHFWRU�XVHG���

SHUFHQW�RI�*'3��LQ������±����SHUFHQW���$V�D�UHVXOW�RI�LPSOHPHQWHG�VWUXFWXUDO�UHIRUPV�WKLV

VKDUH�VKRXOG�GHFUHDVH�WR�������SHUFHQW��ZLWK�D�VLPXOWDQHRXV�UHOD[DWLRQ�RI�WKH�SUHVVXUH

LPSRVHG�E\�WKH�VWDWH�VHFWRU�RQ�WKH�HFRQRP\��WKH�FRQGLWLRQV�RI�IXQFWLRQLQJ�RI�WKH�SULYDWH

VHFWRU�ZLOO�LPSURYH��DQG�QHZ�VWLPXOXV�IRU�LQYHVWPHQWV�LQIORZV�LQ�0ROGRYD�ZLOO�HPHUJH�
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1HW�IRUHLJQ�ERUURZLQJ 'LUHFW�LQYHVWPHQW )RUHLJQ�ILQDQFLQJ
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�)ORZ�RI�)XQGV�HTXLOLEULXP�PRGHO�DQG�ILQDQFLDO�SURJUDP�GHYHORSPHQW

�$�ILQDQFLDO�SURJUDP�LV�D�FRPSUHKHQVLYH�VHW�RI�SROLF\�PHDVXUHV�GHVLJQHG�WR�DFKLHYH�D

JLYHQ�VHW�RI�PDFURHFRQRPLF�JRDOV��7KHVH�JRDOV�FRXOG�VLPSO\�EH�WR�PDLQWDLQ�D�JLYHQ�OHYHO�RI

HFRQRPLF�SHUIRUPDQFH��0RUH�RIWHQ��KRZHYHU��WKH�SROLFLHV�DUH�GHVLJQHG�WR�HOLPLQDWH

GLVHTXLOLEULXP�EHWZHHQ�DJJUHJDWH�GHPDQG�DQG�VXSSO\��ZKLFK�W\SLFDOO\�PDQLIHVWV�LWVHOI�LQ

EDODQFH�RI�SD\PHQW�SUREOHPV��KLJK�LQIODWLRQ�UDWHV��DQG�ORZ�RU�IDOOLQJ�RXWSXW�

��)LQDQFLDO�SURJUDPV�HPSKDVL]H�WKH�LPSRUWDQFH�RI�PRQHWDU\��ILVFDO��DQG�H[FKDQJH

UDWH�SROLFLHV�LQ�FRQWUROOLQJ�GRPHVWLF�GHPDQG�DQG�FRUUHFWLQJ�EDODQFH�RI�SD\PHQWV

GLVHTXLOLEULD��+RZHYHU��ILQDQFLDO�SURJUDPV�DOVR�LQFRUSRUDWH�WKH�HIIHFWV�RI�RWKHU�SROLF\

PHDVXUHV��PRVW�SURPLQHQWO\�WKRVH�DLPHG�DW�LQFUHDVLQJ�DJJUHJDWH�VXSSO\��6XFK�PHDVXUHV

VKRXOG�KHOS�PLQLPL]H�WKH�ORVVHV�LQ�RXWSXW�DQG�HPSOR\PHQW�GXULQJ�WKH�DGMXVWPHQW�SHULRG�

ZKLOH�HYHQWXDOO\�OHDGLQJ�WR�D�EDODQFH�RI�SD\PHQWV�SRVLWLRQ�WKDW�LV�VXVWDLQDEOH�

�)LQDQFLDO�SURJUDPV�DUH�W\SLFDOO\�GHVLJQHG�WR�UHVWRUH�EDODQFH�RI�SD\PHQWV�YLDELOLW\��DQG

PRUH�JHQHUDOO\�WR�UHVWRUH�PDFURHFRQRPLF�VWDELOLW\��)LQDQFLDO�SURJUDPV�EDVHG�RQ�YLHZ�WKDW

PDFURHFRQRPLF�VWDELOLW\�LV�D�QHFHVVDU\�FRQGLWLRQ�IRU�HFRQRPLF�JURZWK�

�6XVWDLQDELOLW\�RI�WKH�EDODQFH�RI�SD\PHQWV�PD\�EH�DVVHVVHG�ZLWK�UHIHUHQFH�WR�WKH

HYROXWLRQ�RI�WKH�FXUUHQW�DFFRXQW�RYHU�WKH�PHGLXP�WHUP��:KLOH�FLUFXPVWDQFHV�PD\�YDU\�IURP

RQH�FRXQWU\�WR�DQRWKHU��LQ�JHQHUDO�WHUPV�D�VXVWDLQDEOH�H[WHUQDO�FXUUHQW�DFFRXQW�SRVLWLRQ�PD\

EH�GHILQHG�DV�RQH�WKDW�FDQ�EH�ILQDQFHG�RQ�D�ODVWLQJ�EDVLV�ZLWK�DGHTXDWH�LQIORZV��&XUUHQW

DFFRXQW�EDODQFH��DW�WKH�VDPH�WLPH��LV�FRQVLVWHQW�ZLWK�DGHTXDWH�JURZWK��SULFH�VWDELOLW\��DQG�WKH

FRXQWU\¶V�DELOLW\�WR�VHUYLFH�IXOO\�LWV�H[WHUQDO�GHEW�VHUYLFLQJ�REOLJDWLRQV�

�$�ILQDQFLDO�SURJUDP�FOHDUO\�QHHGV�WR�EH�VHW�LQ�D�IRUZDUG�ORRNLQJ�WLPH�IUDPHZRUN��7KH

PHGLXP�WHUP�VFHQDULRV�DUH�JHQHUDOO\�FRQVLGHUHG�LQ�D�WLPH�KRUL]RQ�RI�DERXW�ILYH�\HDUV�

7\SLFDOO\�ILQDQFLDO�SURJUDPV�IRU�IRUWKFRPLQJ�\HDU�DUH�ZRUNHG�RXW�LQ�FRQVLGHUDEOH�GHWDLO

EHFDXVH�RI�WKH�PRUH�LPPLQHQW�QHHG�WR�IRUPXODWH�D�FRPSUHKHQVLYH�SDFNDJH�RI�SROLF\

PHDVXUHV��)RUHFDVWV�RI�WKH�PRUH�GLVWDQW�\HDUV�DUH�OHVV�GHWDLOHG��RIWHQ�IRFXVLQJ�RQ�WKH�EURDG

LPSOLFDWLRQV�IRU�H[WHUQDO�DGMXVWPHQW��DQG�DUH�E\�WKHLU�QDWXUH�OHVV�FHUWDLQ�

�$Q�LQWHJUDWHG�V\VWHP�RI�PDFURHFRQRPLF�DFFRXQWV��FRYHULQJ�QDWLRQDO�DFFRXQWV��WKH

EDODQFH�RI�SD\PHQWV��DQG�WKH�ILVFDO�DQG�PRQHWDU\�DFFRXQWV�SURYLGHV�WKH�LQIRUPDWLRQ�QHHGHG

WR�DVVHVV�WKH�SHUIRUPDQFH�RI�WKH�HFRQRP\�DQG�WKH�QHHG�IRU�SROLF\�DGMXVWPHQW��ZLWKLQ�ILQDQFLDO

SURJUDP�PDLQWHQDQFH���7KH�DFFRXQWV�DOVR�SURYLGH�D�IUDPHZRUN�IRU�SROLF\�DQDO\VLV�DQG

LQGLFDWH�NH\�FRQVLVWHQF\�FKHFNV��7KHVH�DFFRXQWLQJ�UHODWLRQVKLSV�KLJKOLJKW�WKH�IDFW�WKDW�DQ\

VHFWRU¶V�VSHQGLQJ�EH\RQG�LWV�LQFRPH�PXVW�EH�ILQDQFHG�E\�WKH�VDYLQJV�RI�RWKHU�VHFWRUV��DQG

WKDW�VXFK�H[FHVV�VSHQGLQJ�E\�DQ�HQWLUH�HFRQRP\�LV�SRVVLEOH�RQO\�ZKHQ�ILQDQFHG�IURP�H[WHUQDO

VRXUFHV�

�7KH�DFFRXQWLQJ�IUDPHZRUN�PXVW�EH�FRPSOHPHQWHG�E\�WKH�VSHFLILFDWLRQV�RI�D�VHW�RI

EHKDYLRUDO�UHODWLRQVKLS��7KHVH�UHODWLRQV�LQGLFDWH�WKH�W\SLFDO�UHVSRQVH�RI�VRPH�RI�WKH�YDULDEOHV

LQFOXGHG�LQ�WKH�DFFRXQWLQJ�IUDPHZRUN�WR�FKDQJHV�LQ�RWKHU�YDULDEOHV��7KH�EHKDYLRUDO

UHODWLRQVKLSV�WRJHWKHU�ZLWK�WKH�DFFRXQWLQJ�LGHQWLWLHV�IRUP�D�VFKHPDWLF�TXDQWLWDWLYH

UHSUHVHQWDWLRQ��RU�³PRGHO´��RI�WKH�UHOHYDQW�HFRQRPLF�SURFHVVHV�

�7KH�EHKDYLRUDO�UHODWLRQVKLSV�WRJHWKHU�ZLWK�DFFRXQWLQJ�IUDPHZRUN��DQG�)ORZ�RI�)XQGV

WDEOHV�FRQVLGHUHG�DV�DQ�DJJUHJDWH�LV�QDPHG�WKH�)ORZ�RI�)XQGV�HTXLOLEULXP�PRGHO��7KLV�PRGHO

FDQ�EH�XVHG�WR�DVVHVV�WKH�FKDQJHV�LQ�SROLF\�YDULDEOHV��L�H���YDULDEOHV�WKDW�DUH�XQGHU�WKH

DXWKRULWLHV¶�FRQWURO��QHHGHG�WR�DFKLHYH�JLYHQ�SROLF\�REMHFWLYHV�

�
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��������)ORZ�RI�)XQGV�HTXLOLEULXP�PRGHO�FRQVLVWV�RI���VHFWRUV��ZKLFK�FRPSULVH�H[RJHQRXV

YDULDEOHV�

�

�6HFWRUV �([RJHQRXV�YDULDEOHV

����$VVXPSWLRQV�DQG�SROLF\

YDULDEOHV

�5HDO�JURZWK�UDWH�RI�*'3�

�$QQXDO�LQIODWLRQ�UDWH��HQG�SHULRG��

�$QQXDO�LQIODWLRQ�UDWH��DYHUDJH�SHULRG��

�([FKDQJH�UDWH��HQG�SHULRG��

����([WHUQDO�GHEW�VHUYLFLQJ �*RYHUQPHQW�GHEW�VHUYLFH�SD\PHQWV��SULQFLSDO��

�*RYHUQPHQW�GHEW�VHUYLFH�SD\PHQWV��LQWHUHVW��

�*RYHUQPHQW�QHZ�FUHGLW�UHFHLYLQJ�

�1DWLRQDO�%DQN�GHEW�VHUYLFH�SD\PHQWV��SULQFLSDO��

�1DWLRQDO�%DQN�GHEW�VHUYLFH�SD\PHQWV��LQWHUHVW��

�1DWLRQDO�%DQN�QHZ�FUHGLW�UHFHLYLQJ�

�3ULYDWH�GHEW�VHUYLFH�SD\PHQWV��SULQFLSDO��

�3ULYDWH�GHEW�VHUYLFH�SD\PHQWV��LQWHUHVW��

�3ULYDWH�QHZ�FUHGLW�UHFHLYLQJ�

����%DODQFH�RI�SD\PHQWV �&XUUHQW�DFFRXQW

�([SRUWV�RI�JRRGV�

�1HW�LQFRPH�

�1HW�UHPLWWDQFHV�

�1HW�FXUUHQW�WUDQVIHUV�

�&DSLWDO�DQG�)LQDQFLDO�$FFRXQW

�'LUHFW�LQYHVWPHQW�

�3RUWIROLR�LQYHVWPHQW�

�)RUHLJQ�FXUUHQF\�SXUFKDVHV�E\�1DWLRQDO�%DQN�

�,QFUHDVH�LQ�HQHUJ\�DQG�RWKHU�DUUHDUV�E\�*RYHUQPHQW�

����1DWLRQDO�DFFRXQWV �*URVV�IL[HG�LQYHVWPHQW��SHUFHQW�RI�*'3��

�*RYHUQPHQW�VHFWRU�LQYHVWPHQW��SHUFHQW�RI�*'3��

�&KDQJH�LQ�VWRFNV���QRQ�JRYHUQPHQW��

����)LVFDO�DFFRXQW �*HQHUDO�JRYHUQPHQW�UHYHQXH��SHUFHQW�RI�*'3��

�*RYHUQ��FRQVXPSWLRQ�VKDUH�LQ�QRQ�LQWHUHVW

H[SHQGLWXUH�

�,QWHUHVW�SD\PHQWV�IRU�GRPHVWLF�ERUURZLQJ�

�1HW�OHQGLQJ�

�6WDWH�HQWHUSULVHV�EDODQFH�

�2YHUDOO�FDVK�EDVLV�EDODQFH��SHUFHQW�RI�*'3��

�,QFUHDVH�LQ�H[SHQGLWXUH�DUUHDUV�

�1HW�GRPHVWLF�ERUURZLQJ�IURP�FRPPHUFLDO�EDQNV�

�1HW�GRPHVWLF�ERUURZLQJ�IURP�QRQ�EDQNLQJ�VHFWRU�

�3ULYDWL]DWLRQ�LQFRPH��LQ�86'��

�3ULYDWL]DWLRQ�LQFRPH��LQ�0'/��

����0RQHWDU\�VXUYH\ �1HW�IRUHLJQ�DVVHWV�IRU�FRPPHUFLDO�EDQNV�

�&ODLPV�RQ�SXEOLF�HQWHUSULVHV�IURP�1DWLRQDO�%DQN�

�2WKHU�LWHPV��QHW�

�%URDG�PRQH\�

�&XUUHQF\�LQ�FLUFXODWLRQ�

�6LJKW�GHSRVLWV�

�7LPH�GHSRVLWV�

�5HVLGHQWV
�IRUHLJQ�FXUUHQF\�GHSRVLWV�

����)ORZ�RI�)XQGV�WDEOH ����������
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�)ORZ�RI�)XQGV�(TXLOLEULXP�0RGHO�VWLSXODWHV�D�UDQJH�RI�OLPLWDWLRQV�IRU�WKH�FRQWURO�RI

DGRSWHG�DVVXPSWLRQV�RI�WKH�ILQDQFLDO�SURJUDP���7KH�XWLOL]DWLRQ�RI�OLPLWDWLRQV�LQ�WKH�SURJUDP�LV

GHWHUPLQHG�E\�WKH�QHHG�IRU�D�GLYHUVLILHG�FRRUGLQDWLRQ�RI�WKH�ILQDO�YHUVLRQ�RI�WKH�SURJUDP�

UHVXOWHG�DIWHU�D�FHUWDLQ�QXPEHU�RI�LWHUDWLRQV���7KH�IROORZLQJ�DUH�WKH�PDMRU�OLPLWDWLRQV�RI�WKH

PRGHO�

x� ,QWHUQDWLRQDO�UHVHUYHV�LQ�PRQWKV�RI�WKH�JRRGV�DQG�VHUYLFH�LPSRUWV�

x� ([SRUW�*'3�

x� 'RPHVWLF�GHEW�VWRFN�%XGJHW�H[SHQG�

x� ,QWHUQDWLRQDO�UHVHUYHV�%URDG�PRQH\�

x� 9HORFLW\��*'3�%URDG�PRQH\��

�'HVLJQ�DQG�LPSOHPHQWDWLRQ�RI�WKH�ILQDQFLDO�SURJUDP�HQYLVDJH�FDUU\LQJ�RXW�QXPEHU�RI

WKH�VWHSV�

�6WHS����,GHQWLI\�WKH�HFRQRPLF�SUREOHPV�

�6WHS����6HW�REMHFWLYHV�DQG�PHDVXUHV�IRU�LW�DFKLHYHG��GHWHUPLQH�SROLF\�SDFNDJH�DQG�WKH

LPSDFW�RI�PHDVXUHV�

��6WHS����)RUHFDVW�WKH�HFRQRPLF�GDWH��XVLQJ�IORZ�RI�IXQGV�HTXLOLEULXP�PRGHO��ZKLFK

HQYLVDJHV�UHODWLRQVKLSV�EHWZHHQ�PDFURHFRQRPLF�DFFRXQWV�

�6WHS����,WHUDWH�SURMHFWLRQV�WR�DFKLHYH�HFRQRPLF�DQG�DFFRXQWLQJ�FRQVLVWHQF\�

�

�)ORZ�RI�)XQGV�WDEOHV�IRU�����������SURMHFWLRQ�

�

�,Q�WKH�SURFHVV�RI�HODERUDWLRQ�RI�WKH�)LQDQFLDO�3URJUDP�IRU�WKH�SHULRG�XQWLO������WKH

IROORZLQJ�PDMRU�HFRQRPLF�SUREOHPV�RI�WKH�FRXQWU\�ZHUH�H[SRVHG�

x� &RQVXPSWLRQ�LQ�WKH�JRYHUQPHQW�VHFWRU�VLJQLILFDQWO\�H[FHHGV�GLVSRVDEOH�LQFRPH�RI

WKH�VHFWRU��ZKLFK�OHDGV�WR�DQ�LQFUHDVH�LQ�WKH�H[WHUQDO�DQG�LQWHUQDO�GHEW���%\�����

VWDWH�GHEW�UHDFKHG�D�FULWLFDO�YDOXH��WKH�DPRXQW�QHFHVVDU\�IRU�LWV�VHUYLFH�GLVUXSWV�WKH

HFRQRPLF�VHFXULW\�RI�WKH�FRXQWU\���7KH�HQHUJ\�VHFWRU�DFFRXQWV�IRU�D�VLJQLILFDQW

SRUWLRQ�RI�WKH�GHEW�WKDW�UHTXLUHV�XUJHQW�UHVWUXFWXULQJ�

x� 7KH�UHDO�VHFWRU�RI�WKH�HFRQRP\�LV�LQ�VWDJQDWLRQ��LQYHVWPHQW�LQ�WKLV�VHFWRU�UHDFKHG

DQ�H[WUHPHO\�ORZ�OHYHO��DQG�WKH�VKDUH�RI�LQIRUPDO�HFRQRP\�LV�KLJK���7KH�5XVVLDQ

ILQDQFLDO�FULVLV�WULJJHUHG�D�GUDPDWLF�IDOO�LQ�0ROGRYDQ�H[SRUWV��GHHSHQLQJ�WKH

SUREOHPV�RI�WKH�UHDO�VHFWRU�

x� 7KH�ORZ�OHYHO�RI�IRUHLJQ�H[FKDQJH�UHVHUYHV�GRHV�QRW�DOORZ�WR�SURPRWH�D�WLJKW

SROLF\�ZLWK�UHJDUG�WR�WKH�QDWLRQDO�FXUUHQF\��WKH�WKUHDW�RI�FXUUHQF\�GHYDOXDWLRQ�LV

SHUVLVWHQW��ZKLFK��LQ�WKH�FRQGLWLRQV�RI�DQ�RSHQ�FRXQWU\��ZLOO�UHVXOW�LQ�KLJK�LQIODWLRQ

UDWHV�

�

�7KH�LPSOHPHQWDWLRQ�RI�WKH�)LQDQFLDO�3URJUDP�SXUVXHV�WKH�IROORZLQJ�PDMRU�REMHFWLYHV�RI

WKH�PDFURHFRQRPLF�SROLF\�

x� �7R�DGMXVW�VSHQGLQJ�WR�UHYHQXHV�LQ�WKH�JRYHUQPHQWDO�VHFWRU��DQG�WR�DWWDLQ�E\�WKH

HQG�RI�WKH�SHULRG�D�EXGJHW�VXUSOXV�RI�����SHUFHQW�RI�*'3�

x� $WWDLQ�D�����SHUFHQW�\HDUO\�JURZWK�UDWH�RI�*'3�E\�WKH�HQG�RI�3URJUDP�SHULRG�

x� 5HGXFH�LQIODWLRQ�WR���SHUFHQW�SHU�\HDU�E\�WKH�HQG�RI�3URJUDP�SHULRG�

x� ,QFUHDVH�LQWHUQDWLRQDO�UHVHUYHV�WR�������PRQWKV�RI�WKH�JRRGV�DQG�VHUYLFH�LPSRUWV�

,Q�RUGHU�WR�DFKLHYH�WKH�REMHFWLYHV�UDLVHG�E\�WKH�3URJUDP�D�UDQJH�RI�PHDVXUHV�VKRXOG�EH

XQGHUWDNHQ��LQFOXGLQJ�WKH�DFFHOHUDWLRQ�RI�VWUXFWXUDO�UHIRUPV�LQ�WKH�DUHDV�UHODWHG�WR�EXGJHWDU\

VSHQGLQJ��SHQVLRQ�V\VWHP�UHIRUP��HGXFDWLRQ��KHDOWK�FDUH��DQG�VR�RQ���WUDQVLWLRQ�WR�D

TXDOLWDWLYHO\�QHZ�OHYHO�RI�EXGJHW�PDQDJHPHQW��DFFHOHUDWLRQ�RI�WKH�HQHUJ\�VHFWRU�DQG�DJUDULDQ

UHIRUP���,Q�RUGHU�WR�UHYLYH�WKH�UHDO�VHFWRU�RI�WKH�HFRQRP\�LW�LV�QHFHVVDU\�WR�HQVXUH�WKH�ILVFDO



���0$&52(&2120,&�02'(/,1*

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

GLVFLSOLQH��WR�JXDUDQWHH�WKH�SULYDWH�SURSHUW\�SURWHFWLRQ��WR�HOLPLQDWH�WKH�EDUULHUV�WR

PHUFKDQGLVH�PRYHPHQWV�WRZDUGV�WKH�JOREDO�PDUNHWV��WDNLQJ�LQWR�FRQVLGHUDWLRQ�WKH�DGKHUHQFH

WR�:72�DQG�WKH�IUHH�WUDGH�DJUHHPHQWV�VLJQHG�ZLWK�WKH�(8�FRXQWULHV���7KH�PHDVXUHV�WRZDUGV

WKH�UHDQLPDWLRQ�RI�WKH�UHDO�VHFWRU�RI�WKH�HFRQRP\�ZLOO�DOORZ�DWWUDFWLQJ�IORZV�RI�IRUHLJQ

LQYHVWPHQW��PRVWO\�LQWR�H[SRUW�RULHQWHG�LQGXVWULHV���,Q�RUGHU�WR�HQVXUH�WKH�VWDELOLW\�RI�WKH

0ROGRYDQ�OHL�RQH�VKRXOG�LPSOHPHQW�WKH�SROLF\�RI�JURZWK�RI�FXUUHQF\�UHVHUYHV�RI�WKH�FRXQWU\�

7KH�SHULRG�EHLQJ�IRUHFDVWHG�������������LV�FKDUDFWHUL]HG�E\�D�VKLIW�LQ�WKH�HPSKDVLV�RI

OHQGLQJ�SROLF\�LQ�WKH�JRYHUQPHQWDO�VHFWRU�WRZDUGV�WKH�JUDGXDO�GLPLQLVKLQJ�RI�WKH�OHYHO�RI�GHELW

REOLJDWLRQV���7KH�SHULRG�����������LV

UHVHUYHG�IRU�WKH�LPSOHPHQWDWLRQ�RI�WKH

VWUXFWXUDO�UHIRUP��ZKLOH�WKH�*RYHUQPHQW

ZLOO�VWLOO�XVH�ILQDQFLQJ�IURP�WKH�RWKHU

VHFWRUV�RI�WKH�HFRQRP\��������SHUFHQW�RI

*'3�RU���������SHUFHQW�*1',J��

3URFHHGLQJV�IURP�FDVK�SULYDWL]DWLRQ

�WHOHFRPPXQLFDWLRQ�DQG�HQHUJ\�VHFWRU

HQWHUSULVHV��ZLOO�FXVKLRQ�DW�WKH�ILUVW�VWDJHV

WKH�HIIHFWV�RI�SOXPPHWHG�ORDQ�LQIORZV���,Q

����������WKH�DEVRUSWLRQ��FRQVXPSWLRQ�DQG�LQYHVWPHQW��ZLOO�EH�EHORZ�WKH�*1',J�LQGH[�

WKHUHIRUH��LQ�WKH�JRYHUQPHQWDO�VHFWRU�ZLOO�EH�FUHDWHG�FRQGLWLRQV�IRU�WKH�UHLPEXUVHPHQW�RI

HDUOLHU�UHFHLYHG�ORDQV���7KHVH�\HDUV�WKH�DPRXQW�WR�EH�UHSDLG�ZLOO�FRQVWLWXWH���������SHUFHQW�RI

*'3�RU���������SHUFHQW�RI�*1',J�

,Q�����������WKH�ILQDQFLQJ�RI�WKH�SULYDWH�VHFWRU�RI�WKH�HFRQRP\�DW�WKH�H[SHQVH�RI�RWKHU

VHFWRUV�ZLOO�FRQWLQXH���7KH�G\QDPLFV�RI�ILQDQFLQJ�ZLOO�HYROYH�IURP�����WR�����SHUFHQW�RI�*'3

RU�IURP�����WR������SHUFHQW�RI�*1',S�

7KH�SRVLWLYH�G\QDPLFV�RI�WKHVH�LQGLFDWRUV

LV�GHWHUPLQHG�E\�WKH�DPHOLRUDWLRQ�RI�WKH

LQYHVWPHQW�FOLPDWH�LQ�WKH�FRXQWU\��EDVHG

RQ�WKH�LPSOHPHQWDWLRQ�RI�VWUXFWXUDO

UHIRUPV��RQ�WKH�LQFUHDVH�RI�WKH�VKDUH�RI

WKH�SULYDWH�VHFWRU��RQ�WKH�FRQVROLGDWLRQ�RI

LQYHVWRU¶V�FRQILGHQFH�LQ�LW�DQG�LQ�WKH

FRXQWU\�RYHUDOO���7KH�UHDOL]DWLRQ�RI�FDVK

SULYDWL]DWLRQ�SURJUDP�ZLOO�DOVR�ERRVW

LQYHVWRU¶V�LQWHUHVW�LQ�ILQDQFLQJ�WKH�SULYDWH

VHFWRU�SURMHFWV�

'XULQJ�WKH�FRQVLGHUHG�SHULRG�WKH

OHYHO�RI�ILQDQFLQJ�RI�WKH�JRYHUQPHQW

VHFWRU�IURP�ORFDO�UHVRXUFHV�ZLOO�EH

ZLWKLQ���������PLOOLRQ�OHL���7KH�LQIORZV

RI�IRUHLJQ�ILQDQFLQJ�LQ�����������ZLOO�EH

YLUWXDOO\�]HUR��EXW�LQ�WKH�IROORZLQJ�\HDUV

LW�ZLOO�EH�GLUHFWHG�RXW�RI�WKH

JRYHUQPHQWDO�VHFWRU�DQG�ZLOO�FRQVWLWXWH

��������PLOOLRQ�OHL���7KH�WHQGHQF\�RI�WKH

JHQHUDO�ILQDQFLQJ�RI�WKH�JRYHUQPHQWDO

VHFWRU�ZLOO�VKLIW�GXULQJ�WKH�SURJUDP�SHULRG�IURP������PLOOLRQ�OHL�LQ������WR�������PLOOLRQ�OHL�LQ

����� �

1RQILQDQFLDO�%DODQFH�RI�*RYHUQPHQW�6HFWRU�

2SHUDWLRQV
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����

����

����

����

��

���

���

��RI�*'3 ��RI�*1',�IRU�*RYHUQ��VHF WRU

��RI�*'3
��RI�*1',� IRU�JRYHUQPHQW

�VHFWRU

1RQILQDQFLDO�%DODQFH�IRU�3ULYDWH�6HFWRU�2SHUDWLRQV

����

���

���

���

��
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��RI�*'3 ��RI�*1',�IRU�SULYDWH�VHFWRU

��RI�*'3
��RI�*1',�IRU�SULYDWH�

VHFWRU

7RWDO�)LQDQFLQJ�IRU�*RYHUQPHQW�VHFWRU�2SHUDWLRQV��POQ��OHL�
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)RUHLJQ�WRWDO 'RPHVWLF��LQFO��EXGJHW�DUUHDUV� 7RWDO�ILQDQFLQJ
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7KH�PDLQ�LQIORZV�RI�IRUHLJQ�ILQDQFLQJ�RI�WKH�JRYHUQPHQWDO�VHFWRU�GXULQJ�WKH�SURJUDP

SHULRG�LQFOXGH�QHW�IRUHLJQ�ERUURZLQJ�DQG�SULYDWL]DWLRQ�LQFRPH�E\�IRUHLJQ�LQYHVWRUV���$FFRUGLQJ

WR�WKH�SURJUDP�RI�FDVK�SULYDWL]DWLRQ�DQG�LQGLYLGXDO�SULYDWL]DWLRQ�SODQV��WKH�PDLQ�DUWLFOHV�RI

UHYHQXHV�ZLOO�EH�WKH�SURFHHGLQJV�IURP�HQHUJ\�VHFWRU�DQG�WHOHFRPPXQLFDWLRQ�SULYDWL]DWLRQ���7KH

DYHUDJH�IRUHFDVWHG�\HDUO\�UHYHQXHV�IURP�SULYDWL]DWLRQ�E\�IRUHLJQ�LQYHVWRUV�DUH�����PLOOLRQ�OHL�

1HW�IRUHLJQ�ERUURZLQJ�LV�FDOFXODWHG�DV�WKH

GLIIHUHQFH�EHWZHHQ�GUDZLQJV��QHZ�FUHGLWV

LQIORZV��DQG�DPRUWL]DWLRQ�RI�WKH�ODVW�FUHGLWV

UHFHLYHG���$V�D�UHVXOW�RI�WKH�UHVWUXFWXULQJ�RI

WKH�IRUHLJQ�GHEW�DQG�RI�WKH�SROLF\�RI

OLPLWDWLRQ�RI�IRUHLJQ�ERUURZLQJ�RQ�WKH�RQH

KDQG��DQG�RI�HFRQRP\�RI�EXGJHW�UHVRXUFHV

LQ�RUGHU�WR�ORZHU�WKH�RYHUDOO�OHYHO�RI

IRUHLJQ�GHEW�RQ�WKH�RWKHU�KDQG��QHW�IRUHLJQ

ERUURZLQJ�ZLOO�LQFUHDVH�IURP�������PLOOLRQ

OHL�LQ������WR�������PLOOLRQ�OHL�LQ��������)RU�D�ORQJHU�WHUP�IRUHFDVW�RQH�VKRXOG�PHQWLRQ�D

GUDPDWLF�GURS�LQ�WKDW�LQGH[�WR��������������PLOOLRQ�OHL�

7KH�IRUHLJQ�GLUHFW�LQYHVWPHQW�ZLOO�SOD\�DQ�LQFUHDVLQJ�UROH�LQ�WKH�VWUXFWXUH�RI�SULYDWH�VHFWRU

ILQDQFLQJ���'XULQJ�WKH�IRUHFDVWHG�SHULRG�)',�ZLOO

LQFUHDVH�IURP�����PLOOLRQ�OHL�LQ������WR�����

PLOOLRQ�OHL�LQ��������7KH�YROXPH�RI�QHW�IRUHLJQ

ERUURZLQJ�ZLOO�LQFUHDVH�IURP�����WR�����PLOOLRQ

OHL�LQ�WKH�SHULRG�HQGLQJ�LQ��������7KH�ERRVW�LQ�WKH

DPRXQW�RI�SULYDWH�VHFWRU�ILQDQFLQJ��IURP�����

PLOOLRQ�OHL�LQ�WKH�EHJLQQLQJ�RI�WKH�SURJUDP�SHULRG�

WR������PLOOLRQ�OHL�DW�WKH�HQG��ZLOO�DOORZ

VXUSDVVLQJ�WKH�QHJDWLYH�WHQGHQFLHV�LQ�WKH

GHYHORSPHQW�RI�WKH�UHDO�HFRQRP\��ZLOO�LQFUHDVH

WKH�H[SRUW�SRWHQWLDO�RI�WKH�FRXQWU\�DQG�ZLOO�FUHDWH

WKRXVDQGV�ZRUNLQJ�SODFHV�

7KH�LQFUHDVHG�UROH�RI�WKH�SULYDWH�VHFWRU�RI�WKH�HFRQRP\�LV�UHIOHFWHG�LQ�WKH�DPRXQWV�RI

VHFWRUV�VSHQGLQJ���,I�GXULQJ�WKH�SURJUDP

SHULRG�JRYHUQPHQW�VHFWRU�H[SHQGLWXUH�ZLOO

LQFUHDVH�IURP������RQO\�WR������PLOOLRQ�OHL�

SULYDWH�VHFWRU�H[SHQGLWXUH�ZLOO�ERRVW�IURP

������WR�������PLOOLRQ�OHL���7KXV��WKH�VKDUH

RI�SULYDWH�VHFWRU�H[SHQGLWXUH�LQ�RYHUDOO

H[SHQGLWXUH�RI�WKH�FRXQWU\�ZLOO�LQFUHDVH

IURP����WR����SHUFHQW���%\�WKH�HQG�RI

SURJUDP�SHULRG�WKH�SULYDWH�VHFWRU�ZLOO�SOD\

D�PDMRU�UROH�LQ�WKH�HFRQRPLF�GHYHORSPHQW

RI�0ROGRYD�

$W�WKH�HQG�RI�SURJUDP�SHULRG�WKH�LPSRUWV�RI�JRRGV�DQG�VHUYLFHV�ZLOO�EH�FRYHUHG�E\

LQWHUQDWLRQDO�UHVHUYHV�RI�XS�WR���PRQWK���'RPHVWLF�GHEW�VWRFN�ZLOO�QRW�H[FHHG����±����SHUFHQW�RI

FRQVROLGDWH�JHQHUDO�JRYHUQPHQW�EXGJHW�H[SHQGLWXUHV���%\������WKH�OHYHO�RI�VWDWH�GHEW�ZLOO

FRQVWLWXWH����SHUFHQW�RI�*'3��LQ�D�ORQJHU�UXQ�WLPH�IUDPH��������WKLV�LQGLFDWRU�ZLOO�GHFUHDVH�WR���

SHUFHQW���7KXV��GXULQJ�WKH�SURJUDP�SHULRG�FRQGLWLRQV�IRU�WKH�HIIHFWLYH�IXQFWLRQLQJ�RI�0ROGRYDQ

HFRQRP\�ZLOO�EH�FUHDWHG��ERWK�LQ�WKH�JRYHUQPHQWDO�DQG�LQ�WKH�SULYDWH�VHFWRU�

)RUHLJQ�)LQDQFLQJ�IRU�*RYHUQPHQW�6HFWRU��POQ�OHL�

����

����

����

����

�

���

���

���� ���� ���� ���� ����

1HW�IRUHLJQ�ERUURZLQJ 3ULYDWL]DWLRQ�E\�IRUHLJQ�LQYHVWRUV
'HEW�DQG�HQHUJ\�DUUHDUV�UHVFKHG� )RUHLJQ�WRWDO

)RUHLJQ�)LQDQFLQJ�IRU�3ULYDWH�6HFWRU��POQ��OHL�
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1HW�IRUHLJQ�ERUURZLQJ 'LUHFW�LQYHVWPHQW )RUHLJQ�WRWDO

([SHQGLWXUHV�E\�6HFWRUV�2SHUDWLRQV��POQ��OHL�
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7RWDO�H[SHQGLWXUH 3ULYDWH�VHF WRU�H[SHQG� *RYHUQPHQW�VHFWRU�H[SHQG�
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�����0RGHOLQJ�WKH�EXGJHW�UHYHQXHV

7KH�PRGHO�GHYHORSHG�E\�,($*�&$6(�LV�GHVLJQDWHG�WR�HQKDQFH�WKH�WD[�IRUHFDVWLQJ

FDSDELOLWLHV�RI�WKH�*RYHUQPHQW�DQG�LV�H[SHFWHG�WR�IDFLOLWDWH�WKH�*RYHUQPHQW�LQ�GHVLJQLQJ�LWV

EXGJHW�SROLF\��,W�LV�EDVHG�RQ�D�VHW�RI�HFRQRPHWULF�HTXDWLRQV�WKDW�UHIOHFW�WKH�LQIOXHQFH�RI�WKH

UHDO�HFRQRP\�GHYHORSPHQWV�RQ�WKH�UHYHQXHV�IURP�WD[�FROOHFWLRQ�

7KLV�PRGHO�KDV�FRPPRQ�JRDOV�ZLWK�WKH�SURMHFW�³0HGLXP�7HUP�)LQDQFLDO�3ODQQLQJ´

�07)3��LPSOHPHQWHG�E\�*7=�±�*HUPDQ�7HFKQLFDO�$VVLVWDQFH�$JHQF\�±�LQ�0ROGRYD��)XUWKHU

FRRSHUDWLRQ�ZLOO�DOORZ�IRU�DQ�DGMXVWPHQW�DQG�PRGHUQL]DWLRQ�RI�WKH�PRGHO�WDNLQJ�LQWR�DFFRXQW

DVSHFWV�RI�PHGLXP�WHUP�ILQDQFLDO�SODQQLQJ�

)LVFDO�SROLF\�LQ�0ROGRYD

,W�LV�ZHOO�HVWDEOLVKHG�WKDW�WUDQVLWLRQ�FRXQWULHV�WKDW�LPSOHPHQWHG�WLJKW�ILVFDO�SROLF\

UHVXPHG�WKH�JURZWK�VRRQHU�DQG�LW�ZDV�ERWK�PRUH�VWDEOH�DQG�KLJKHU�LQ�FRPSDULVRQ�WR

FRXQWULHV�ZLWK�ODUJH�DQG�XQVXVWDLQDEOH�EXGJHW�GHILFLWV�DQG�DVVRFLDWHG�KLJK�OHYHOV�RI

JRYHUQPHQW�VSHQGLQJ��0DFURHFRQRPLF�GHYHORSPHQWV�LQ�0ROGRYD�LQ�ODVW�\HDUV�H[KLELW�VWULNLQJ

FRQWUDVW�EHWZHHQ�FRQVHTXHQW�WLJKW�PRQHWDU\�SROLF\�DQG�ORRVH��DUJXDEO\�XQVXVWDLQDEOH�ILVFDO

SROLF\��:KLOH�WKH�LQIODWLRQ�DQG�PRQHWDU\�DJJUHJDWHV�VKRZ�ORZ�G\QDPLFV��QRW�DFKLHYHG�\HW

HYHQ�E\�WKH�PRVW�DGYDQFHG�WUDQVLWLRQ�HFRQRPLHV��EXGJHW�GHILFLW�VKDUH�LQ�*'3�H[KLELWHG

DOPRVW�GRXEOH�GLJLW�YDOXHV��7KH�PRVW�DSSDUHQW�UHVXOW�RI�VXFK�SROLF\�ZDV�UDSLG�DFFXPXODWLRQ

RI�IRUHLJQ�GHEW��,W�PD\�EH�DUJXHG�WKDW�WKH�UHGXFWLRQ�RI�VWDWH�EXGJHW�GHILFLW�LV�WKH�PRVW

LPSRUWDQW�FRQGLWLRQ�IRU�PHGLXP�WHUP�VWDELOL]DWLRQ�DQG�JURZWK�RI�0ROGRYDQ�HFRQRP\�

7KUHH�IDFWRUV�GULYH�ILVFDO�SROLF\�RI�0ROGRYDQ�JRYHUQPHQW��7KH�ILUVW�RQH�LV�WKH�JHQHUDO

UHFHVVLRQ�WKDW�UHGXFHV�WKH�WD[�EDVH��6HFRQG�IDFWRU�LV�WKH�LQDELOLW\�RI�ILVFDO�DGPLQLVWUDWLRQ�WR�FROOHFW

WD[HV��ZKLFK�LV�D�UHVXOW�RI�WKH�ZLGHVSUHDG�WD[�HYDVLRQ�DQG�FRUUXSWLRQ��7KLUG�IDFWRU�LV�WKH�DEVHQFH

RI�WKH�SURSHU�DGMXVWPHQW�RQ�WKH�H[SHQGLWXUH�VLGH��7KLV�LQHUWLD�RI�H[SHQGLWXUH�FRPPLWPHQWV�GHULYHV

IURP�WKH�DEVHQFH�RI�D�SROLWLFDO�JURXS�WKDW�ZRXOG�JDWKHU�WKH�SXEOLF�VXSSRUW�IRU�H[SOLFLW�FRQVWUDLQW

RI�VRFLDO�H[SHQGLWXUHV��8QVXVWDLQDEOH�ILVFDO�LPEDODQFHV�DUH�WKHUHIRUH�D�UHVXOW�RI�WKH�P\RSLD�RI

0ROGRYDQ�SROLF\�PDNHUV�DQG�FRPPRQ�VXEVWLWXWLQJ�WKH�UHDOLVWLF�IRUHFDVWV�ZLWK�ZLVKIXO�WKLQNLQJ��$V

ORQJ�DV�WKH�SUDFWLFH�RI�XQMXVWLILDEOH�UDLVLQJ�RI�UHYHQXH�VLGH�LQ�WKH�EXGJHW�SURFHVV�LV�FRQWLQXHG�DQG

UHDOLVWLF�IRUHFDVWV�DUH�QHJOHFWHG��WKH�FKDQFHV�IRU�VXVWDLQDEOH�DQG�HIILFLHQW�ILVFDO�SROLF\�DUH�ORZ�

7KH�FRQVHTXHQFHV�RI�XQUHDOLVWLF�IRUHFDVWV

$V�FUHGLWRUV�DUH�UHOXFWDQW�WR�ILQDQFH�XQH[SHFWHG�LQFUHDVH�LQ�JRYHUQPHQW�LPEDODQFHV�

DGGLWLRQDO�ERUURZLQJV�SURYH�WR�EH�FRVWO\��ZKLFK�DGGV�XS�WR�DOUHDG\�KHDY\�EXUGHQ�RI�GHEW�VHUYLFH�

+RZHYHU��DV�WKH�H[SHULHQFH�VKRZV��WKH�ORZHU�WKDQ�H[SHFWHG�UHYHQXHV�DUH�RQO\�SDUWO\�UHIOHFWHG�LQ

WKH�LQFUHDVHG�FDVK�GHILFLW��,QVWHDG��WKH�EXGJHW�LV�IRUFHG�WR�ZLWKKROG�LWV�GXH�H[SHQGLWXUHV��7KH

H[SHQGLWXUH�DGMXVWPHQW�WKDW�VKRXOG�KDYH�WDNHQ�SODFH�LQ�WKH�EXGJHWLQJ�SURFHVV�LV�WKHUHIRUH

SRVWSRQHG�WR�WKH�ODWHU�GDWH�DQG�KHQFH�RQH�PD\�DUJXH�WKDW�WKH�SUREOHP�RI�XQUHDOLVWLF�IRUHFDVWV�LV

PLQRU��7KHUH�LV��KRZHYHU��D�ELJ�GLIIHUHQFH�EHWZHHQ�SODQQHG�UHGXFWLRQ�LQ�H[SHQGLWXUH

FRPPLWPHQWV�DQG�DG�KRF�ZLWKKROGLQJ�RI�EXGJHW�H[SHQVHV�

:KHQ�UHYHQXH�SODQV�DUH�QRW�UHDOL]HG�WKH�JRYHUQPHQW�LV�SURQH�WR�DFFXPXODWH

H[SHQGLWXUH�DUUHDUV��:H�GR�QRW�ZLVK�WR�QDPH�KHUH�QHJDWLYH�FRQVHTXHQFHV�RI�DUUHDUV��E\�QRZ

WKH\�VHHP�WR�EH�REYLRXV�WR�HYHU\ERG\�LQ�0ROGRYD���,W�DOVR�VHHPV�SROLWLFDOO\�LPSRVVLEOH�WR

LQFUHDVH�WKH�VWRFN�RI�DUUHDUV�HYHQ�IXUWKHU�LQ�������,Q�UHVSRQVH�WR�ORZHU�WKDQ�H[SHFWHG

UHYHQXHV��WKH�JRYHUQPHQW�LV�DOVR�OLNHO\�WR�LQWURGXFH�DFURVV�WKH�ERDUG�FXWV�LQ�H[SHQGLWXUHV�

7KLV�VROXWLRQ�DOWKRXJK�IDYRUDEOH�LQ�VKRUWHU�WHUP�RQO\�DJJUDYDWHV�WKH�IXQGDPHQWDO�SUREOHP�RI

0ROGRYDQ�SXEOLF�ILQDQFH��WKH�DEVHQFH�RI�SULRULWL]DWLRQ�RI�EXGJHW�H[SHQVHV��$G�KRF�FXWV�DUH

XVXDOO\�PDGH�DFFRUGLQJ�WR�WKH�SROLWLFDO�VHQVLWLYHQHVV�RI�H[SHQGLWXUHV��WKHUHIRUH�WKH�DOORFDWLRQ

RI�VFDUFH�SXEOLF�UHVRXUFHV�LV�LQFUHDVLQJO\�EDVHG�XSRQ�WKH�UHODWLYH�VWUHQJWK�RI�JURXSV�RI

LQWHUHVWV�DQG�H[WUDSRODWLRQ�RI�H[LVWLQJ�VSHQGLQJ�SDWWHUQV��'LVWULEXWLRQ�RI�H[SHQGLWXUHV�EDVHG
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RQ�HFRQRPLF�RU�HTXLW\�FRQVLGHUDWLRQV�ZRXOG�RQO\�EH�SRVVLEOH�LI�WKH�JRYHUQPHQW�VWDUWV�WR

UHDOLVWLFDOO\�DVVHVV�LWV�VSHQGLQJ�FDSDELOLWLHV�LQ�WKH�EXGJHWLQJ�SURFHVV��7KH�IDLOXUH�WR�JDWKHU

DQWLFLSDWHG�UHYHQXHV�DQG�PDNH�IRUHVHHQ�H[SHQVHV�SXVKHV�DOVR�WKH�JRYHUQPHQW�WRZDUGV

LQYROYHPHQW�LQ�GXELRXV�QRQ�FDVK�RSHUDWLRQV�WKDW�ERWK�GHFUHDVH�WKH�HIILFLHQF\�RI�WKH

JRYHUQPHQW�DQG�GLVWRUW�HFRQRPLF�OLIH�LQ�0ROGRYD�

0RGHOV�YV��LQWXLWLRQ�DQG�H[SHULHQFH

7KHUH�DUH�VHYHUDO�UHDVRQV�WR�PRGHO�ERWK�WKH�H[SHQGLWXUH�DQG�UHYHQXH�VLGH�RI�WKH

EXGJHW��7KH�ILUVW�DQG�IRUHPRVW�UHDVRQ�LV�WKDW�WKH�PRGHO�SURYLGHV�UHODWLYHO\�REMHFWLYH

DVVHVVPHQW�RI�WKH�ILVFDO�SROLF\�FDSDELOLWLHV��&RQVHTXHQWO\��LW�SURYLGHV�LQIRUPDWLRQ�RQ�WKH�QHHG

IRU�SROLF\�DGMXVWPHQW��6HFRQGO\��LW�DOORZV�IRU�PRUH�WUDQVSDUHQW�IRUPXODWLRQ�RI�WKH�SROLF\

WDUJHWV�DQG�LQVWUXPHQWV�QHFHVVDU\�WR�DFKLHYH�WKHVH�WDUJHWV��7KLUGO\��LW�KHOSV�WR�XQGHUOLQH�OLQNV

EHWZHHQ�YDULRXV�HFRQRPLF�IDFWRUV�WKDW�DUH�QRW�DSSDUHQW�RWKHUZLVH��7KH�EXGJHW�UHYHQXH

PRGHOV�DUH�WKHUHIRUH�ZLGHO\�XVHG�QRW�RQO\�E\�QDWLRQDO�ILVFDO�DXWKRULWLHV��EXW�DOVR�E\

LQWHUQDWLRQDO�OHQGHUV�ZKHQ�DVVHVVLQJ�WKH�YLDELOLW\�RI�SODQQHG�ILVFDO�SROLF\�

7KH�IRUHFDVWLQJ�SURFHVV�FDQ�EH�YLHZHG�DV�WKH�VSHFWUXP�RI�DSSURDFKHV��ZLWK�SXUHO\

PDWKHPDWLFDO�PHWKRGV�DW�RQH�H[WUHPH�DQG�SXUHO\�VXEMHFWLYH�PHWKRG�RQ�WKH�RWKHU�

0DWKHPDWLFDO�PRGHOV�DUH�EDVHG�RQ�WKH�TXDQWLWDWLYH�DQDO\VLV�DQG�\LHOG�WKH�UHVXOWV�WKDW�DUH

LQGHSHQGHQW�RI�SROLWLFDO�LQWHUHVWV�DQG�VXEMHFWLYH�RSLQLRQV��7UXH��PDWKHPDWLFDO�PRGHOV�FDQ�QRW

LQFRUSRUDWH�DOO�LQWXLWLRQ�DQG�H[SHULHQFH�RI�WKH�VWDII�LQ�WKH�0LQLVWU\�RI�)LQDQFH��)RUHFDVWV

EDVHG�H[FOXVLYHO\�RQ�WKH�VXEMHFWLYH�YLHZV�DUH�KRZHYHU�GLIILFXOW�WR�GHIHQG��VHQVLWLYH�WR�SROLWLFDO

SUHVVXUHV��DQG�PD\�EH�ZURQJ�LQ�WKH�ILUVW�SODFH��0ROGRYDQ�H[SHULHQFH�VKRZV�WKDW�IRUHFDVWV�RI

0LQLVWU\�RI�)LQDQFH�WHQG�QRW�WR�DFNQRZOHGJH�WKH�UHDO�PDFURHFRQRPLF�SHUIRUPDQFH��QRW�WR

DFFRXQW�IRU�ORZ�OHYHO�RI�WD[�FRPSOLDQFH�DQG�WR�QRW�IXOO\�UHIOHFW�WKH�LPSDFW�RI�H[HPSWLRQV�RQ

HIIHFWLYH�WD[�UDWH��0DWKHPDWLFDO�PRGHOV�DUH�UHODWLYHO\�SURYH�WR�VXFK�HUURUV��DQG�DUH�QRW�UHDGLO\

LQIOXHQFHG�E\�WKH�SROLWLFDO�SUHVVXUHV��$OVR�WKH�PRGHO�JXDUDQWHHV�VRPH�WLPH�FRQVLVWHQF\�RI

IRUHFDVWV�HYHQ�XQGHU�KLJKHU�WXUQRYHU�RI�0LQLVWU\�RI�)LQDQFH�HPSOR\HHV�GXH�WR�WKH�FKDQJLQJ

FDELQHWV�RU�DQ\�RWKHU�UHDVRQV�

7KH�GHYHORSPHQW�RI�PRGHO

7KH�VLPSOHVW�PDWKHPDWLFDO�PHWKRG�RI�WD[�UHYHQXH�SURMHFWLRQV�LV�WKH�H[WUDSRODWLRQ�RI�WKH

UHFHQW�WUHQGV�LQ�WKH�FROOHFWLRQV��IRU�H[DPSOH�WKH�UHDO�WHUP�FKDQJHV��FKDQJLQJ�VKDUH�LQ�*'3

HWF����$V�VXFK��IRUHFDVWV�GR�QRW�UHIOHFW�WKH�H[WHQW�RI�WKH�FKDQJHV�RI�WD[�EDVH�DQG�WKHLU�LPSDFW

RQ�WKH�WD[�FROOHFWLRQ��7KH�LGHQWLILFDWLRQ�RI�OLQNV�IURP�WKH�FKDQJHV�LQ�WD[�EDVH�WR�WKH�FKDQJHV

LQ�WKH�FROOHFWLRQ�LV�WKHUHIRUH�WKH�QHFHVVDU\�FRQGLWLRQ�IRU�SUHFLVH�IRUHFDVWLQJ�

7R�EH�LQWHUHVWLQJ�IRU�SROLF\PDNHUV�WKH�IRUHFDVWV�KDYH�WR�EH�EDVHG�RQ�WKH�EHKDYLRUDO

UHODWLRQVKLSV�LQ�WKH�HFRQRP\��,W�PHDQV�WKDW�WKH�IRUHFDVWHG�UHYHQXHV�DUH�QRW�GHULYHG�RQ

SRWHQWLDO�DQG�OHJDO�UHODWLRQVKLSV�EHWZHHQ�WD[�EDVH�DQG�WD[�FROOHFWLRQ�EXW�UDWKHU�RQ�WKH�UHDO�OLIH

UHVSRQVH�RI�FROOHFWLRQ�WR�YDULRXV�FKDQJHV�LQ�HFRQRPLF�HQYLURQPHQW��7KH�PRGHO�UHSUHVHQWV�WKH

W\SLFDO�HFRQRPLF�SURFHVVHV�LQ�WKH�UHYHQXH�FROOHFWLRQ�SURFHVV��,GHDOO\��WKH�PRGHO�DOVR�UHIOHFWV

WKH�SRVVLEOH�UHVXOWV�RI�FKDQJHV�RI�YDULDEOHV�WKDW�DUH�XQGHU�WKH�FRQWURO�RI�DXWKRULWLHV�RQ�WKH

UHYHQXH�WDUJHW��$V�WKH�GHSHQGHQW�YDULDEOH�LV�WKH�DFWXDO�FROOHFWLRQ�RI�WD[HV��WKH�PRGHO�E\

GHILQLWLRQ�DFFRXQWV�IRU�HIIHFWV�RI�WD[�HYDVLRQ��WD[�H[HPSWLRQV�RQ�WKH�FROOHFWLRQ�RI�UHYHQXHV�

7KH�PRGHO�RI�ILVFDO�UHYHQXHV�SUHVHQWHG�E\�,($*�&$6(�LV�EDVHG�RQ�WKH�VHW�RI�H[WHUQDO

DVVXPSWLRQV�UHODWHG�WR�WKH�PDFURHFRQRPLF�GHYHORSPHQWV�RI�0ROGRYD�WKDW�DUH�H[RJHQRXV�WR

WKH�PRGHO��WKH�PRGHO�GRHV�QRW�DWWHPSW�WR�IRUHFDVW�*'3�JURZWK�RU�LWV�FRPSRVLWLRQ�

&RQVHTXHQWO\��WKHUH�LV�QR�IHHGEDFN�IURP�WD[�FROOHFWLRQ�WR�WKH�GHYHORSPHQW�RI�UHDO�HFRQRP\

RU�SULFHV��6XFK�SDUWLDO�HTXLOLEULXP�DSSURDFK�PD\��EH�MXVWLILHG�E\�UHTXLUHPHQWV�RI�

x� WUDFWDELOLW\�RI�WKH�PRGHO�QHFHVVDU\�IRU�LWV�UROH�DV�D�SUDFWLFDO�WRRO�IRU�SROLF\PDNHUV

x� IRFXV�RQ�VKRUW�WHUP�IRUHFDVWV������\HDU�WLPH�KRUL]RQ�
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x� LQVWLWXWLRQDO�DUUDQJHPHQWV�±�LQ�0ROGRYD��DV�LQ�PRVW�FRXQWULHV��UHYHQXH�IRUHFDVWLQJ

LV�WKH�UROH�RI�0LQLVWU\�RI�)LQDQFH�WKDW�LPSRUWV�WKH�PDFURHFRQRPLF�IRUHFDVWV�IURP�RWKHU

JRYHUQPHQW�LQVWLWXWLRQV��0LQLVWU\�RI�(FRQRP\�

x� ZHDN�VWDWLVWLFDO�EDVH���FRUUHFW�*'3�PRGHOLQJ�UHTXLUHV�WKH�DFFXUDWH�LQIRUPDWLRQ�RQ

WKH�FRPSRQHQWV�RI�*'3�DQG�VXFK�LQIRUPDWLRQ�RQ�0ROGRYD�LV�XQDYDLODEOH

0DMRU�WD[�FDWHJRULHV�DUH�IRUHFDVWHG��7KH�EUHDNGRZQ�RI�WD[�UHYHQXHV�ZDV�GRQH�LQ�RUGHU

WR�ILQG�D�EDODQFH�EHWZHHQ�WKH�QHHG�WR�VHSDUDWH�UHYHQXHV�ZLWK�GLIIHUHQW�OHJDO�UHJXODWLRQV�DQG

WKH�SUHIHUHQFH�IRU�IRUHFDVWLQJ�EURDG�WD[�FDWHJRULHV�ZLWK�PRUH�VWDEOH�DQG�VXEVWDQWLDO

FRQWULEXWLRQV��3UR[LHV�IRU�WD[�EDVH�IRU�HDFK�FDWHJRU\�DUH�SURYLGHG��7KHRUHWLFDOO\��WKHVH�VKRXOG

FRUUHVSRQG�WR�WKH�OHJDO�WD[�EDVH�RI�WKH�JLYHQ�WD[��+RZHYHU��DV�EURDG�FDWHJRULHV�RI�WD[HV�DUH

FRQVLGHUHG�DQG�WKH\�FRYHU�LPSRUWDQW�SDUWV�RI�RYHUDOO�HFRQRPLF�DFWLYLW\��LW�LV�FKRVHQ�WR�XVH

QDWLRQDO�DFFRXQW�DQG�EDODQFH�RI�SD\PHQW�LWHPV�DV�SUR[LHV�IRU�WKH�WD[�EDVH��$V�VXFK��WKH�PRGHO

GRHV�QRW�UHTXLUH�YHU\�GHWDLOHG�LQIRUPDWLRQ�RQ�HQWLWLHV�WKDW�DUH�VXEMHFW�WR�WD[DWLRQ��)RU�WKH

VFDUFLW\�RI�VXFK�GDWD��WKLV�IHDWXUH�LV�WKH�DGGLWLRQDO�DGYDQWDJH�RI�WKH�PRGHO�

/LPLWDWLRQV�RI�WKH�PRGHO

7KH�LQFLGHQFH�RI�VWUXFWXUDO�UHIRUPV��SROLF\�VKLIWV�DQG�H[RJHQRXV�VKRFNV�OHDG�WR�UHGXFHG

FUHGLELOLW\�RI�HVWDEOLVKHG�EHKDYLRUDO�UHODWLRQVKLSV��7KHUH�LV�DOVR�WKH�SUREOHP�RI�WKH�WLPLQJ�RI

WKH�LPSDFW�RI�FKDQJHV�RQ�WKH�SUHGLFWHG�WD[�FROOHFWLRQV��,Q�PDQ\�FDVHV�WKH�VROH�H[SHFWDWLRQV�RI

VRPH�SROLF\�VKLIWV�PD\�OHDG�WR�FKDQJHV�LQ�WKH�SURFHVV�RI�FROOHFWLRQ�JHQHUDWLRQ��7KH�PRVW

UHFHQW�H[DPSOH�RI�WKLV�VRUW�UHODWHV�WR�WKH�VXUJH�LQ�WKH�UHJLVWHUHG�LPSRUW�H[SRUW�WUDQVDFWLRQV�LQ

WKH�ODVW�GD\V�RI�'HFHPEHU������LQ�WKH�HYH�RI�WKH�FKDQJH�RI�9$7�SULQFLSOH�LQ�WKH�WUDGH�ZLWK

5XVVLD�DQG�%HODUXV

7KH�DQDO\VLV�RI�0ROGRYD�GRHV�QRW�UHYHDO��KRZHYHU��WKH�VWURQJ�LQIOXHQFH�RI�ILVFDO

UHJXODWLRQ�RQ�WD[�FROOHFWLRQ��7KH�EHVW�NQRZQ�H[DPSOH�LV�WKH�FROOHFWLRQ�RI�H[FLVH�WD[HV��LQ

ZKLFK�WKH�JURZWK�LQ�WD[�UDWHV�GLG�QRW�OHDG�WR�DQ\�LQFUHDVH�LQ�UHYHQXHV��0RUHRYHU��PDQ\�RI�WKH

FKDQJHV�LQ�WKH�WD[�UHJLPH�KDG�UDWKHU�LPSOLFLW�DQG�WKHUHIRUH�GLIILFXOW�WR�TXDQWLI\�FKDUDFWHU��7KH

REYLRXV�H[DPSOH�LV�WKH�FKDQJLQJ�ZLOOLQJQHVV�RI�DXWKRULWLHV�WR�JUDQW�WD[�H[FHSWLRQV�DQG

DPQHVWLHV��2Q�WKH�RWKHU�KDQG��UHYHQXHV�FROOHFWHG�WKURXJK�WKH�QRQ�FDVK�WUDQVDFWLRQV�PDNH�WKH

LQWHUSUHWDWLRQ�RI�WKH�UHVXOWV�OHVV�VWUDLJKWIRUZDUG�

7KH�JRRG�UHVXOWV�RI�HFRQRPHWULF�LQWHUIHUHQFH�GHSHQG�FUXFLDOO\�RQ�WKH�GDWD�TXDOLW\�DQG

QXPEHU�RI�REVHUYDWLRQV�DYDLODEOH��%RWK�IDFWRUV�UHGXFH�WKH�UHOLDELOLW\�RI�UHVXOWV�DV�DSSOLHG�WR

0ROGRYD��(VSHFLDOO\�WKH�DYDLODEOH�GDWD�RQ�WKH�QDWLRQDO�DFFRXQWV�LV�RI�GRXEWIXO�TXDOLW\��$OVR

DQDO\]HG�WLPH�VHULHV�WKDW�H[KLELWHG�VPRRWK�GHYHORSPHQW�GXULQJ�WKH�SHULRG�RI�WLPH����������

ZHUH�VXEMHFW�WR�VKDUS�PRYHPHQWV�LQ�WKH�VHFRQG�KDOI�RI�������7KHUHIRUH��VRPH�RI�VWUXFWXUDO

UHODWLRQVKLSV�GLVFRYHUHG�LQ�WKH�GDWD�DUH�QRW�OLNHO\�WR�SHUWDLQ�DIWHUZDUGV�

0RQWKO\�YV��4XDUWHUO\�0RGHO

7KH�PRQWKO\�GDWH�PRGHO�SURYLGHV�WKH�QXPEHU�RI�REVHUYDWLRQ�WKDW�LV�VXIILFLHQW�IRU

HFRQRPHWULF�LQWHUIHUHQFH��5HVXOWV�RI�HVWLPDWLRQV�DUH�WKHUHIRUH�VWDWLVWLFDOO\�VDWLVIDFWRU\�DQG

UHODWLYHO\�UHOLDEOH��+RZHYHU��WKH\�DUH�UDWKHU�XQVDWLVIDFWRU\�IURP�WKH�HFRQRPLF�SRLQW�RI�YLHZ�

DV�WKH�VSHFLILFDWLRQ�LV�QRW�ZHOO�XQGHUSLQQHG�E\�WKH�HFRQRPLF�WKHRU\�RU�WKH�HFRQRPLF�LQWXLWLRQ�

(VSHFLDOO\�WKH�RYHUZKHOPLQJ�UROH�RI�H[SRUWV�LQ�WKH�WD[�UHYHQXH�JHQHUDWLRQ�SURFHVV�LV�GLIILFXOW

WR�H[SODLQ�

,QWURGXFWLRQ�RI�VRPH�DGGLWLRQDO�YDULDEOHV��ZKLFK�DUH�UHSRUWHG�E\�WKH�VWDWLVWLFDO

DXWKRULWLHV�RQO\�RQ�TXDUWHUO\�EDVLV��HOLPLQDWHV�WKH�SUREOHP���6SHFLILFDOO\��WKHVH�DUH�DFWLYLWLHV�LQ

WUDGH��EDQNLQJ�VHFWRU��WUDQVSRUW�DQG�RWKHU�VHUYLFHV�WKDW�GLUHFWO\�GHWHUPLQH�WKH�WD[�FROOHFWLRQ�LQ

0ROGRYD��7KH�UROH�RI�DJULFXOWXUH�DQG�LQGXVWU\�SURGXFWLRQ�LV�UHODWLYHO\�OLPLWHG��0RUHRYHU�

SHUIRUPDQFH�RI�VHUYLFHV��WKDW�DUH�UHSRUWHG�LQ�QDWLRQDO�DFFRXQWV�DV�³RWKHU�DFWLYLWLHV¶¶��LV�KLJKO\

FRUUHODWHG�WR�WKH�H[SRUWV�ZKDW�SURYLGHV�WKH�OLQN�EHWZHHQ�WD[�UHYHQXHV�DQG�H[SRUWV�REVHUYHG

LQ�WKH�PRQWKO\�PRGHO�
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0RGHO���GHVFULSWLRQ

7KH�PRGHO�XVHV�WKH�IROORZLQJ�YDULDEOHV�

$�� 'HSHQGHQW�9DULDEOHV�

x� 'LUHFW�WD[HV�

x� UHYHQXHV�IURP�WKH�LQGLYLGXDO�LQFRPH�WD[�

x� UHYHQXHV�IURP�WKH�FRUSRUDWH�LQFRPH

�SURILW��WD[�

x� ,QGLUHFW�WD[HV�

x� UHYHQXHV�IURP�WKH�9$7�

x� UHYHQXHV�IURP�WKH�H[FLVH�WD[�

x� 5HYHQXHV�IURP�WD[HV�LQ�H[WHUQDO�WUDGH�

��&XUUHQW�SULFHV��PLOOLRQV�RI�OHL�

%���,QGHSHQGHQW�9DULDEOHV�

x� LQGXVWULDO�SURGXFWLRQ���PLOOLRQV�RI�OHL��FXUUHQW�SULFHV��

x� DJULFXOWXUDO�SURGXFWLRQ���PLOOLRQV�RI�OHL�������IL[HG�SULFHV��

x� VHUYLFHV���PLOOLRQV�RI�OHL�������IL[HG�SULFHV��

x� H[SRUWV���PLOOLRQV�RI�8�6��GROODUV�

x� LPSRUWV���PLOOLRQV�RI�8�6��GROODUV�

x� LQIODWLRQ�UDWH

7KH�GDWD�VDPSOH�FRQWDLQV�REVHUYDWLRQV�ZLWKLQ�WKH�SHULRG�-DQ������±1RY���������

REVHUYDWLRQV��IRU�WKH�PRQWKO\�YHUVLRQ�DQG�ZLWKLQ�4�������±�4,,,����������REVHUYDWLRQV��LQ

FDVH�RI�WKH�TXDUWHUO\�YDULDQW�

,Q�WKH�ILUVW�FDVH��DOO�YDULDEOHV�DUH�GHIODWHG�E\�&3,��H[FHSW�H[SRUWV��ZKLFK�DUH�H[SUHVVHG�LQ

PLOOLRQV�RI�86'��,Q�WKH�TXDUWHUO\�PRGHO��DOO�YDULDEOHV�DUH�H[SUHVVHG�LQ�QRPLQDO�WHUPV�

0RQWKO\�0RGHO
x� ,QGLYLGXDO�,QFRPH�7D[

'�,1&20(�� ����������������
'�$*5�����������������
'�(;3257����>$5��� �
�������������0$��� �������������@

x� &RUSRUDWH�3URILW�7D[

/2*�352),7�� ��������������
�#6($6�������>$5��� �������������$5��� �������������0$���� �
������������@

x� 9$7

9$7� ������������
(;3257��������������
�#6($6�������������������
�#6($6�������
��������������
$*5���>$5��� ������������@

x� ([FLVH�7D[

'/2*�(;&,6(�� ������������
'/2*�(;3257����������������
'/2*�(;3257�������
������������
'/2*�(;3257��������>$5��� �������������@

x� &XVWRP�WDULIIV

/2*�'87<�� ����������������������������
/2*�,1'������������������
/2*�(;3257���
������������
/2*�(;3257�������������������
'�������>0$��� ������������@

4XDUWHUO\�0RGHO
x� ,QGLYLGXDO�,QFRPH�7D[

'�,1&20(�� ��������������
'�,1'�����������������
'�27+(5�����������������
'�(;3257�

x� &RUSRUDWH�3URILW�7D[

'�352),7�� �����������������������������
'�27+(5�����������������
'�(;3257�

x� 9$7

'�9$7�� ��������������
'�$*5����������������
'�,1'����������������
'�27+(5�

x� ([FLVH�7D[

'�(;&,6(�� ��������������
'�27+(5�����������������
'�$*5���������������
'����

x� &XVWRP�WDULIIV

/2*�'87<�� ���������������������������
/2*�,03257����������������
'�������>0$��� �
�������������%$&.&$67 ������@
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,Q�RUGHU�WR�IRUHFDVW�WKH�IXWXUH�UHYHQXHV��ZH�XVHG�WKH�IROORZLQJ�DVVXPSWLRQV

��� UDWH�RI�JURZWK�RI�UHDO�LQGXVWULDO�SURGXFWLRQ�LQ�����

��� UDWH�RI�JURZWK�RI�UHDO�DJULFXOWXUH�SURGXFWLRQ�LQ�����

��� UDWH�RI�JURZWK�RI���H[SRUWV�LQ�����

��� LQIODWLRQ�UDWH�LQ�����

$FWXDO�DQG�)LWWHG�9DOXHV�DUH�SUHVHQWHG�LQ�WKH�IROORZLQJ�JUDSKV�IRU�WKH�TXDUWHUO\�PRGHO
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���8VLQJ�WKH�DERYH�HVWLPDWLRQV�DQG�WKH�FRUUHVSRQGLQJ�IRUHFDVWV��ZH�FDQ�VXPPDUL]H�WKH

UHVXOWV�DV�LW�IROORZV

8QGHUO\LQJ�(FRQRPLF�'HYHORSPHQWV����FKDQJH�±�UHDO�WHUPV�
*'3 ,QGXVWULDO

3URGXFWLRQ
$JULFXOWXUDO
3URGXFWLRQ

([SRUWV &3,
�'HF���'HF�

���� ��� ���� ��� ���� ���

7D[�UHYHQXHV�±�OHX�PLOOLRQV��FXUUHQW�SULFHV�
,QFRPH 3URILW 9$7 ([FLVH 'XW\ 727$/

EXGJHW����� ��� ��� ��� ��� ��� �����

���� ��� ��� ��� ��� ��� �����

EXGJHW����� ��� ��� ��� ��� ��� �����

���� ��� ��� ���� ��� ��� �����

EXGJHW����� ��� ��� ��� ��� ��
 �����


&$6(�IRUHFDVW����� ��� ��� ����� ��� �� �����


7D[�5HYHQXHV�DV�VKDUH�RI�*'3


,QFRPH 3URILW 9$7 ([FLVH 'XW\ 727$/

EXGJHW����� ���� ���� ���� ���� ���� �����

���� ���� ���� ����� ���� ���� �����

EXGJHW����� ���� ���� ���� ���� ���� �����

���� ���� ���� ����� ���� ���� �����

EXGJHW����� ���� ���� ���� ���� ���� �����

&$6(�IRUHFDVW����� ���� ���� ����� ���� ���� �����


�H[FOXGLQJ�WKH�LPSRUW�VXUFKDUJH�WD[�LQ�������OHX����PLOOLRQ�±������RI�*'3��



�*'3�HTXDO�WR�OHX��������PLOOLRQ�����GHFUHDVH�LQ�UHDO�WHUPV�

6RXUFHV��0LQLVWU\�RI�)LQDQFH��RZQ�FDOFXODWLRQV

0RQWKO\�7D[�5HYHQXHV�±�5HDO�7HUPV�±�����������
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�����6PDOO�RSHQ�HFRQRP\��FRQFLVH�PDFURHFRQRPLF�PRGHO

7KH�QRWLRQ�RI�RSHQ�HFRQRP\�KDV�VHYHUDO�PHDQLQJV��,W�FDQ�EH�RSHQ�IRU�WKH�FLUFXODWLRQ�RI

JRRGV��,Q�D�ORQJ�UXQ�LW�ZLOO�UHVXOW�LQ�HTXDOL]DWLRQ�RI�LQWHUQDO�DQG�ZRUOG�SULFHV��7KH�HFRQRP\�FDQ

EH�RSHQ�IRU�WKH�FLUFXODWLRQ�RI�FDSLWDO��7KLV�OHDGV�WR�WKH�HTXDOL]DWLRQ�RI�LQWHUQDO�DQG�H[WHUQDO�UHDO

LQWHUHVW�UDWHV��7KH�HFRQRP\�FDQ�DOVR�EH�RSHQ�IRU�WKH�FLUFXODWLRQ�RI�ODERU�IRUFH��ZKLFK�LPSOLHV�WKH

HTXDOL]DWLRQ�RI�WKH�LQWHUQDO�DQG�H[WHUQDO�ZDJHV��)LQDOO\��LW�FDQ�EH�RSHQ�IRU�WKH�IORZV�RI

LQIRUPDWLRQ��7KLV�ZLOO�FRQWULEXWH�WR�WKH�DFFHOHUDWLRQ�RI�WKH�ILUVW�WKUHH�SURFHVVHV��,W�LV�FOHDU�WKDW

HYHU\�HFRQRP\�KDV�LWV�RZQ�GHJUHH�RI�RSHQQHVV�RI�HYHU\�RI�WKH�DERYH�PHQWLRQHG�FULWHULD��DQG�WKH

QRWLRQ�RI�³FRPSOHWHO\�RSHQ�HFRQRP\´�LV�MXVW�D�WKHRUHWLFDO�H[WUHPH�FDVH�

7KH�PRGHO�H[DPLQHG�LQ�RXU�FDVH�LV�UHIHUULQJ�WR�WKH�ILUVW�WZR�NLQGV�RI�³RSHQQHVV´�RI�WKH

HFRQRP\���7KH�QRWLRQ�RI�VPDOO�HFRQRP\�ZLOO�EH�VSHFLILHG�EHORZ�

7KH�EDVLF�DVVXPSWLRQV�IRU�WKH�PRGHO�RI�WKH�VPDOO�RSHQ�HFRQRP\�DUH�

��� *'3�LV�D�IXQFWLRQ�RI�SURGXFWLRQ�IDFWRUV�±�FDSLWDO�DQG�ODERU�IRUFH�

��� &RQVXPSWLRQ�JURZV�WR�WKH�H[WHQG�RI�WKH�JURZWK�RI�LQFRPH���& &�<�����&¶!��

��� 9ROXPH�RI��LQYHVWPHQWV�JURZV

WR�WKH�H[WHQG�RI�WKH�GHFUHDVH�RI

UHDO�LQWHUHVW�UDWH�U��, �,�U��

EHFDXVH�JURZWK�RI�WKH�UHDO

LQWHUHVW�UDWH�PHDQV�WKDW�WKH

VXSSO\�RI�VRXUFHV�IRU

LQYHVWPHQWV�EHFRPHV�PRUH

H[SHQVLYH��,¶�����

��� 7KH�HFRQRP\�LV�VPDOO�±�WKLV

PHDQV�WKDW�WKH�HFRQRP\�GRHV

QRW�LQIOXHQFH�WKH�ZRUOG�UHDO

LQWHUHVW�UDWH��0RUHRYHU��LQ�D

VPDOO�RSHQ�HFRQRP\�WKH

GRPHVWLF�UHDO�LQWHUHVW�UDWH�WHQGV

WR�WKH�ZRUOG�RQH�WKURXJK�D

VLPSOH�PHFKDQLVP��LI�WKH

GRPHVWLF�UHDO�LQWHUHVW�UDWH��UG�

EHFRPHV�VPDOOHU�WKDQ�WKH�ZRUOG

UHDO�LQWHUHVW�UDWH��U
���WKLV�OHDGV

WR�WKH�RXWIORZ�RI�FDSLWDO�IURP

WKH�FRXQWU\�DQG�ULVH�RI�GRPHVWLF

LQWHUHVW�UDWH��DQG�FRQYHUVHO\��LI

WKH�GRPHVWLF�UHDO�LQWHUHVW�UDWH�LV

ELJJHU�WKDQ�WKH�ZRUOG�RQH��WKLV

FDXVHV�DQ�LQIORZ�RI�FDSLWDO�LQ

WKH�FRXQWU\�DQG�GLPLQLVKHV�WKH�GRPHVWLF�LQWHUHVW�UDWH���$V�D�UHVXOW�UG U
�

/HW¶V�GHQRWH�WRWDO�VDYLQJV�E\�6��WKH�QHW�H[SRUW�E\�1;�

,W�LV�NQRZQ�WKDW

6�±�,�U
�� �1;�������WKDW�LV�WR�VD\��LI�VDYLQJV�DUH�VPDOOHU�WKDQ�LQYHVWPHQWV��WKDQ�WKH�QHW

H[SRUW�LV�QHJDWLYH�

,Q�WKH�SLFWXUH�WKH�FXUYH�RI�LQYHVWPHQWV�LV�DQ�LQYHUVH�IXQFWLRQ�RI�UHDO�LQWHUHVW�UDWH���,�U���WKH

FXUYH�RI�VDYLQJV�±�6��ZKLFK�LQ�D�VKRUW�UXQ�GRHV�QRW�GHSHQG�RQ�WKH�LQWHUHVW�UDWH��DQG�WKHUHIRUH�LV�D

YHUWLFDO�OLQH���DQG�QHW�H[SRUW�±�GLVWDQFH�EHWZHHQ�6�DQG�,��DFFRUGLQJ�WR�WKH�H[SUHVVLRQ������DUH

GLVSOD\HG�

6PDOO�RSHQ�HFRQRP\� PRGHO
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6KRXOG�WKH�HFRQRP\�EH

FORVHG��WKHQ�WKH�PDUNHW�ZRXOG

VWDELOL]H�D�UHDO�LQWHUHVW�UDWH

HTXLOLEUDWLQJ�VDYLQJV�DQG

LQYHVWPHQWV�±�UG
�DW�WKH

LQWHUVHFWLRQ�RI�,�DQG�6��7KH

IDFW�WKDW�WKH�HFRQRP\�LV

FORVHG��DQG�VPDOO��UG� �U
�KDV

DQ�LPSDFW�RQ�WKH�QHW�H[SRUW�

,I�WKH�UHDO�GRPHVWLF�LQWHUHVW

UDWH��LQ�FDVH�RI�FORVHG

HFRQRP\��±UG
��LV�KLJKHU�WKDQ

WKH�UHDO�ZRUOG�LQWHUHVW�UDWH

�UG
�!�U
���WKLV�LPSOLHV�LQ�DQ

XQLYRFDO�PRGH��WKDW�QHW

H[SRUW��FXUUHQW�DFFRXQW��ZRXOG�EH�QHJDWLYH��1;�����$QG�FRQYHUVHO\�

LI�UG
���U
��FHWHULV�SDULEXV�DVVXPSWLRQ���WKLV�LPSOLHV�WKDW�1;�ZLOO�EH�SRVLWLYH��7KDW�LV�WR

VD\��WKH�VORSH�RI�WKH�LQYHVWPHQW�FXUYH�DQG�WKH�SRVLWLRQ�RI�WKH�FXUYH�RI�VDYLQJV�GHWHUPLQH

XQLYRFDOO\�WKH�VLJQ�RI�QHW�H[SRUW��DQG�FRQVHTXHQWO\��FXUUHQW�DFFRXQW�

7RWDO�VDYLQJV�DV�D�VKDUH�RI�*'3�RI�WKH�5HSXEOLF�RI�0ROGRYD�GLPLQLVKHG�IURP�����LQ�����

WR������LQ�������$W�WKH�VDPH�WLPH��WKH�VKDUH�RI�JURVV�FDSLWDO�IRUPDWLRQ�GLPLQLVKHG�VORZHU��7KLV

LPSOLHG�WKH�GHFUHDVH�RI�QHW�H[SRUWV�IURP�±���LQ������WR��±����LQ������

)LUVW�FDOFXODWLRQ�RQ�WKH�PRGHO�RI�VPDOO�RSHQ�HFRQRP\�ZDV�DFFRPSOLVKHG�RQ�WKH�EDVH�RI

UHDO�GDWD�RI�0ROGRYD��)LUVW�UHVXOWV��DOWKRXJK�LQVXIILFLHQWO\�VWDEOH��EHFDXVH�WKH�FDOFXODWLRQ�QHHGV

DQ�XWLOL]DWLRQ�RI�ORQJ�WLPH�VHULHV��VKRZV�WKDW�LQ�WKH�5HSXEOLF�RI�0ROGRYD�LQYHVWPHQWV�LQ�UHDO

WHUPV�GHSHQG�RQ�WKH�UHDO�LQWHUHVW�UDWH�LQ�VXFK�D�ZD\��WKDW�DQ\�JURZWK�RI�WKH�UHDO�LQWHUHVW�UDWH�E\

RQH�SHUFHQW�ZDV�DFFRPSDQLHG�E\�D�GHFUHDVH�RI�WRWDO�UHDO�LQYHVWPHQWV�E\����PLOOLRQ�OHL��RU�LQ

QRPLQDO�WHUPV���E\����PLOOLRQ�OHL��SULFHV�RI�������

7KH�UHDO�LQWHUHVW�UDWH�JUHZ�FRQWLQXRXVO\�GXULQJ�WKH�ODVW�IRXU�\HDUV��ZKLFK�FDXVHG�DQ

HVVHQWLDO�GHFUHDVH�RI�UHDO�LQYHVWPHQWV��$FFRUGLQJ�WR�RXU�FDOFXODWLRQV��WKH�UHDO�GRPHVWLF�LQWHUHVW

UDWH�UG
��ZKLFK�HTXLOLEUDWHV�WKH�VDYLQJV�DQG�LQYHVWPHQWV�LQ�WKH�FDVH�ZKHQ�WKH�HFRQRP\�ZRXOG�EH

FORVHG��H[FHHGV������DQG�LW�LV�HYLGHQWO\�ELJJHU�WKDQ�WKH�ZRUOG�UHDO�LQWHUHVWHG�UDWH��7KLV�IDFW

LPSOLHV�WKDW�QHW�H[SRUW��DQG��FRQVHTXHQWO\��WKH�FXUUHQW�DFFRXQW��ZLOO�EH�XQFRQGLWLRQDOO\�QHJDWLYH�

0RUHRYHU��VDYLQJV�LQ�UHDO�WHUPV�PRYH�FRQWLQXRXVO\�WR�WKH�OHIW��ZKLFK�LPSO\�ZRUVHQLQJ�RI�1;�

(YROYLQJ�XQGHU�LQHUWLD��QHW�H[SRUWV�ZLOO�GLPLQLVK�HYHQ�PRUH��7KHUHIRUH��HODERUDWLRQ�RI�PHDVXUHV

DLPHG�DW�LPSURYLQJ�WKH�VLWXDWLRQ�LV�QHHGHG��$V�D�ZD\�WR�DFKLHYH�LW�FRXOG�EH�DQ�DWWHPSW�WR�³SXVK´

WKH�FXUYH�RI�VDYLQJV�6�WR�WKH�ULJKW��E\�SURPRWLQJ�D�SROLF\�VWLPXODWLQJ�VDYLQJV��DQG�

FRUUHVSRQGLQJO\��EDQN�GHSRVLWV��

7KH�PRGHO�RI�D�VPDOO�RSHQ�HFRQRP\�VKRZV�WKDW�WKH�UHDO�LQWHUHVW�UDWH�LV�QRW�WKH�RQO\�ZD\�RI

DIIHFWLQJ�QHW�H[SRUWV��$�VWLPXODWLQJ�EXGJHWDU\�RU�ILVFDO�SROLF\�FRXOG�KDYH�D�VXEVWDQWLDO�LPSDFW��7KXV�

GHFUHDVH�RI�WKH�VWDWH�VDYLQJV�ZLOO�SXVK�WKH�FXUYH�RI�VDYLQJV�6�WR�WKH�OHIW��DV�D�UHVXOW�1;�ZLOO�GLPLQLVK

IURP�1;��WR�1;����7KH�VDPH�ZLOO�KDSSHQ�LQ�FDVH�RI�GLPLQLVKLQJ�WD[HV��7����ILVFDO�VWLPXODWLQJ�SROLF\�

EHFDXVH�6� ��<�±�&��<�7��±�*���ZKHUH�<�LV�*'3��&�±�FRQVXPSWLRQ��*�±�JRYHUQPHQW�H[SHQGLWXUHV�

5HSXEOLF�RI�0ROGRYD��, �6�1;
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�������������������6DYLQJV���LQYHVWPHQWV� DQG�QHW�H[SRUWV����RI�*'3�
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7RWDO�VDYLQJV ����� ����� ���� ���� �����

,QYHVWPHQWV��JURVV�FDSLWDO�IRUPDWLRQ� ����� ����� ����� ����� �����

1HW�H[SRUW� ����� ����� ������ ������ ������



���$11(;(6

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

3ROLF\�VWLPXODWLQJ�LQYHVWPHQWV�FDXVHV�WKH�VKLIW�RI�WKH�FXUYH�RI�LQYHVWPHQWV�RXWVLGH��IURP

,��U��WR�,��U���DQG�WKXV�DJJUD�

YDWHV�WKH�QHW�H[SRUWV��D�FKDQJH

IURP�1;����WR�1;�����

7KHUH�LV�DQRWKHU�ZD\�WR

LQIOXHQFH�WKH�QHW�H[SRUW�±

WKURXJK�WKH�UHDO�H[FKDQJH�UDWH

RI�WKH�QDWLRQDO�FXUUHQF\��H��

,Q�WKH�SLFWXUH�WKH�FXUYH

1;�GHSHQGV�QHJDWLYHO\�RQ�WKH

UHDO�H[FKDQJH�UDWH��1;¶��H�����

7KH�FXUYH�6�,�LV�YHUWLFDO�EHFDXVH

LW�GRHV�QRW�GHSHQG�RI�WKH�UHDO

H[FKDQJH�UDWH��6WLPXODWLQJ

EXGJHWDU\�RU�ILVFDO�SROLFLHV�ZLOO

FDXVH�D�GHFUHDVH�RI�VDYLQJV��DQG

VKLIW�RI�WKH��6�,�FXUYH�WR�WKH�OHIW�

7KLV�ZLOO�UHVXOW�LQ�WKH�JURZWK�RI

UHDO�H[FKDQJH�UDWH��DQG�

FRQVHTXHQWO\��GLPLQLVKLQJ�QHW

H[SRUW�

7KH�SROLF\�VWLPXODWLQJ

LQYHVWPHQWV�ZLOO�FDXVH�WKH�VKLIW�RI

FXUYH�6�,�WR�WKH�OHIW�DQG�ZLOO�UHVXOW

LQ�ZRUVHQLQJ�RI�WKH�VLWXDWLRQ�RI

FXUUHQW�DFFRXQW�DV�ZHOO�

&RQFOXVLRQV�

)LUVW�FDOFXODWLRQV�RQ�WKH�PRGHO�RI�VPDOO�RSHQ�HFRQRP\�RQ�WKH�EDVH�RI�GH�IDFWR�GDWD�IRU�WKH�5HSXEOLF

RI�0ROGRYD�GLVSOD\HG�DQ�HVVHQWLDO�VHQVLELOLW\�RI�LQYHVWPHQWV�WR�FKDQJHV�LQ�WKH�UHDO�LQWHUHVW�UDWH�

'XULQJ�ODVW�\HDUV�WKH�UHDO�LQWHUHVW�UDWH�LQ�WKH�5HSXEOLF�RI�0ROGRYD�ZDV�FRQWLQXRXVO\�JURZLQJ�

ZKLFK�IDFW�HVVHQWLDOO\�GLVIDYRUHG�WKH�LQYHVWPHQW�FOLPDWH�LQ�WKH�FRXQWU\�

7KH�GRPHVWLF�³HTXLOLEULXP´�UHDO�LQWHUHVW�UDWH�LQ�FDVH�ZKHQ�WKH�HFRQRP\�VKRXOG�EH�FORVHG�H[FHHGV

D�ORW�WKH�ZRUOG�UHDO�H[FKDQJH�UDWHV��ZKLFK�LPSOLHV�QHJDWLYH�QHW�H[SRUWV�

$QRWKHU�FDXVH�RI�GLPLQLVKLQJ�QHW�H[SRUW�RI�0ROGRYD�LV�WKH�UHDO�DSSUHFLDWLRQ�RI�QDWLRQDO�FXUUHQF\�

5HDO�QDWLRQDO�VDYLQJV�GLPLQLVK�FRQWLQXRXVO\��KDYLQJ�QHJDWLYH�FRQVHTXHQFHV�IRU�FXUUHQW�DFFRXQW�

,QYHVWPHQWV�VWLPXODWLQJ�SROLF\�RU�WD[�EXUGHQ�UHGXFWLRQ��ZLOO�DJJUDYDWH�VLWXDWLRQ�LQ�FXUUHQW�DFFRXQW�

,PSURYHPHQW�RI�WKH�VLWXDWLRQ�GHPDQGV�DQ�LQWHUYHQWLRQ�RI�WKH�VWDWH�E\�SURPRWLQJ�WZR�NLQGV�RI

SROLFLHV��)LUVW��VDYLQJV�VWLPXODWLQJ�SROLF\�FRXOG�EH�UHDOL]HG�WKURXJK�D�VHW�RI�PHDVXUHV��DV�IROORZV�

x� ,QWURGXFWLRQ�RI�D�V\VWHP�RI�EDQN�GHSRVLWV�LQVXUDQFH�

x� 6HWWLQJ�XS�D�V\VWHP�RI�PRGHUQ�EDQNLQJ�VHUYLFHV��VXFK�DV�XWLOL]DWLRQ�RI�PDJQHWLF�VDYLQJ

FDUGV��FUHGLW�FDUGV��GLUHFW�GHSRVLWLQJ�RI�ZDJHV�RQ�EDQNLQJ�DFFRXQWV�

x� $EURJDWLRQ�RI�WD[LQJ�EDQN�GHSRVLW�LQWHUHVWV�IURP�EDQN�GHSRVLWV�SURYLGHG�LQ�WKH�QHZ�)LVFDO�&RGH�

7KH�VHFRQG�SROLF\��RI�UHDO�GHSUHFLDWLRQ�RI�QDWLRQDO�FXUUHQF\��FRXOG�EH�UHDOL]HG�WKURXJK

KROGLQJ�EDFN�WKH�LQIODWLRQ�UDWH�ORZHU�WKDQ�WKH�UDWH�RI�GHSUHFLDWLRQ�RI�QDWLRQDO�FXUUHQF\�
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