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$OR\VLXV�$MDE�$PLQ

$XJXVW�����

7KLV� VWXG\� KDV� EHHQ� SUHSDUHG� ZLWKLQ� WKH� 818�:,'(5� SURMHFW� RQ� (FRQRPLF� 7UDQVLWLRQ� LQ� WKH
)UHQFK�6SHDNLQJ�$IULFDQ�&RXQWULHV�

$OR\VLXV�$MDE�$PLQ�LV�DIILOLDWHG�ZLWK�WKH�8QLYHUVLW\�RI�<DRXQGH�,,��&DPHURRQ�

5HVHDUFK� LQ� 3URJUHVV� �5,3�� LV� D� 818�:,'(5� LQ�KRXVH� SXEOLFDWLRQ� VHULHV�� ZKLFK� LV� GLVWULEXWHG
IUHH�RI�FKDUJH�LQ�OLPLWHG�QXPEHUV��7KH�VWXGLHV�LVVXHG�LQ�WKH�VHULHV�DUH�FRPSOHWH�GUDIWV�SUHSDUHG�DV
SDUW�RI�WKH�,QVWLWXWH
V�UHVHDUFK�SURJUDPPH�DQG�DUH�FLUFXODWHG�DPRQJ�SURMHFW�QHWZRUNHUV�DQG�RWKHU
VFKRODUV�WR�HOLFLW�IHHGEDFN�DQG�FRPPHQWV��,Q�VHYHUDO�FDVHV��WKH�VWXGLHV�ZLOO�EH�SXEOLVKHG�DW�D�ODWHU
VWDJH�LQ�D�UHYLVHG�IRUP�LQ�WKH�,QVWLWXWH
V�RIILFLDO�SXEOLFDWLRQ�VHULHV�RU�LQ�HGLWHG�YROXPHV�SXEOLVKHG
E\�DFDGHPLF�SXEOLVKHUV��5,3�VWXGLHV�VKRXOG�QRW�EH�TXRWHG�ZLWKRXW�WKH�DXWKRU
V�SHUPLVVLRQ�
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818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5��ZDV�HVWDEOLVKHG�E\�WKH�8QLWHG
1DWLRQV�8QLYHUVLW\�DV�LWV�ILUVW�UHVHDUFK�DQG�WUDLQLQJ�FHQWUH�DQG�VWDUWHG�ZRUN�LQ�+HOVLQNL��)LQODQG�LQ������
7KH�SXUSRVH�RI� WKH� ,QVWLWXWH� LV� WR�XQGHUWDNH�DSSOLHG� UHVHDUFK� DQG� SROLF\� DQDO\VLV� RQ� VWUXFWXUDO� FKDQJHV
DIIHFWLQJ� WKH� GHYHORSLQJ� DQG� WUDQVLWLRQDO� HFRQRPLHV�� WR� SURYLGH� D� IRUXP� IRU� WKH� DGYRFDF\� RI� SROLFLHV
OHDGLQJ� WR� UREXVW�� HTXLWDEOH� DQG� HQYLURQPHQWDOO\� VXVWDLQDEOH� JURZWK�� DQG� WR� SURPRWH� FDSDFLW\
VWUHQJWKHQLQJ�DQG� WUDLQLQJ� LQ� WKH� ILHOG�RI�HFRQRPLF�DQG�VRFLDO�SROLF\�PDNLQJ�� ,WV�ZRUN� LV�FDUULHG�RXW�E\
VWDII� UHVHDUFKHUV� DQG� YLVLWLQJ� VFKRODUV� LQ�+HOVLQNL� DQG� WKURXJK� QHWZRUNV� RI� FROODERUDWLQJ� VFKRODUV� DQG
LQVWLWXWLRQV�DURXQG�WKH�ZRUOG�
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7KH� YLHZV� H[SUHVVHG� LQ� WKLV� SXEOLFDWLRQ� DUH� WKRVH� RI� WKH� DXWKRU�V��� 3XEOLFDWLRQ� GRHV� QRW� LPSO\� HQGRUVHPHQW� E\� WKH
,QVWLWXWH�RU�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\��QRU�E\�WKH�SURJUDPPH�SURMHFW�VSRQVRUV��RI�DQ\�RI�WKH�YLHZV�H[SUHVVHG�
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/RQJ�7HUP�*URZWK�LQ�WKH�&)$�)UDQF�=RQH�&RXQWULHV

$OR\VLXV�$MDE�$0,1
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7KH�SDSHU�LGHQWLILHV�DQG�H[DPLQHV�WKRVH�IDFWRUV�WKDW�KDYH�DIIHFWHG�JURZWK�LQ�WKH�&)$�IUDQF�]RQH
FRXQWULHV� UHODWLYH� WR� WKH�QRQ�&)$�FRXQWULHV�� ,W� H[DPLQHV� WKH� VSHFLDO� DUUDQJHPHQWV�EHWZHHQ� IUDQF
]RQH�FRXQWULHV�DQG�)UDQFH��ZKLFK�JLYH�VRPH�DGYDQWDJHV�WKDW�VHHP�QRW�WR�KDYH�FUHDWHG�D�PRUH�UDSLG
DQG�VXVWDLQHG�JURZWK�LQ�WKH�&)$�IUDQF�]RQH�UHJLRQ�

+RZHYHU�� WKH� PRVW� LPSRUWDQW� IDFWRU� �ZKLFK� VHHPV� WR� UHIOHFW� RWKHU� IDFWRUV�� LV� IRXQG� WR� EH� WKH
LQVWLWXWLRQDO�ULJLGLW\�LPSRVHG�E\�WKH�PRQHWDU\�DQG�H[FKDQJH�UDWH�DUUDQJHPHQW��7KH�ULJLGLWLHV�KDYH
QHJDWLYHO\�DIIHFWHG� WKH�GLIIHUHQW�DVSHFWV�RI� HFRQRPLHV�RI� WKH�&)$� IUDQF� FRXQWULHV�� DQG� WKHUHIRUH
DIIHFW� WKHLU� ORQJ�WHUP� JURZWK� SURVSHFWV� DV� DQ� H[DPLQDWLRQ� RI� WKH� GLIIHUHQW� IDFWRUV� VWURQJO\
LQGLFDWHV�

)RU� H[DPSOH� WKH� LPEDODQFHV�� SDUWLFXODUO\� WKH� H[WHUQDO� LPEDODQFHV� ODFNHG� WKH� VHOI�FRUUHFWLQJ
PHFKDQLVP��0RVW�RI�WKH�1RQ�&)$�FRXQWULHV�GHSHQGHG�RQ�H[WHUQDO�DGMXVWPHQW�VWUDWHJLHV�E\�UHO\LQJ
RQ� WKH� IOH[LEOH� H[FKDQJH� UDWH� DGMXVWPHQW� DOWKRXJK�ZLWK� KLJK� LQIODWLRQ��7KH�&)$� IUDQF� FRXQWULHV
WULHG� WR� FRUUHFW� WKH� LPEDODQFHV� E\� LQWHUQDO� DGMXVWPHQW� DORQH� ZLWK� PXFK� GLIILFXOW\�� $� PDMRU
GLIILFXOW\� LV� WKDW� WKH�H[SRUW�EDVH� LV�PDLQO\�SULPDU\�JRRGV� DQG� WKH�RQH� WLPH� DFURVV�WKH�ERDUG� �DOO
FRXQWULHV�WKH�VDPH�UDWH��GHYDOXDWLRQ�LQFUHDVH�FDSDFLW\�XWLOL]DWLRQ�UDWKHU�WKDQ�FDSDFLW\�H[SDQVLRQ�LQ
DOPRVW�DOO�WKH�FRXQWULHV��9HU\�WKLQ�WUDGH�ZLWKLQ�WKH�]RQH�DQG�ODUJH�WUDGH�EHWZHHQ�WKH�]RQH�DQG�RWKHU
FRXQWULHV�� WHQG� WR�JHQHUDWH�PXFK�GLVHTXLOLEULXP��$OVR�D� VWURQJ�DQG�XQLILHG�PRQHWDU\� V\VWHP�KDV
QRW�EHHQ� DEOH� WR� SURGXFH� D� VWURQJ� ILQDQFLDO� DQG� EDQNLQJ� V\VWHP� LQ� WKH� ]RQH��7KH�ZHDN� EDQNLQJ
VHFWRU�KDV�WKHUHIRUH�HQFRXUDJHG�FDSLWDO�IOLJKW��+HQFH�IRU�HIIHFWLYH�PDFUR�HFRQRPLF�SROLF\�IRU�ORQJ�
WHUP� JURZWK�� WKH� IDFWRUV� DQG� ULJLGLWLHV� DQDO\VHG� LQ� WKH� SDSHU� PXVW� DFWXDOO\� EH� WDNHQ� LQWR
FRQVLGHUDWLRQ�DQG�LQ�VRPH�FDVHV�ULJLGLWLHV�PXVW�EH�UHPRYHG�
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$IULFDQ�FRXQWULHV��LQFOXGLQJ�WKH�&)$�IUDQF�]RQH�FRXQWULHV�KDYH�KDG�FKURQLF�ORZ�HFRQRPLF�JURZWK�
<HW�&)$�IUDQF�]RQH�FRXQWULHV� OLNH�&DPHURRQ��*DERQ�DQG�&{WH�G
,YRLUH�ZHUH� VXFFHVV� VWRULHV� IRU
RYHU�WKH�WZR�GHFDGHV�RI�WKH�����V�DQG�����V��7KH�JURZWK�RI�&{WH�G
,YRLUH�ZDV�DERYH�WKDW�RI�.RUHD
LQ�WKH�����V��%XW�E\������.RUHD�KDG�EHFRPH�RQH�RI�WKH�KLJKHVW�SHUIRUPLQJ�GHYHORSLQJ�HFRQRPLHV
LQ�WKH�ZRUOG��ZKLOH�&{WH�G
,YRLUH�EHFDPH�RQH�RI�WKH�SRRUHVW�SHUIRUPHUV��%UXQR�DQG�(DVWHUO\������
/LQGHQEHUJ� ������� %\� WKH� PLG�����V� WKH� &)$� IUDQF� HFRQRPLHV� FROODSVHG� GHVSLWH� WKH� VSHFLDO
DUUDQJHPHQWV�WKHVH�&)$�IUDQF�FRXQWULHV�KDYH�ZLWK�)UDQFH��(FRQRPLF�SHUIRUPDQFH�LQ� WKH�YDULRXV
FRXQWULHV� RI� WKH�&)$� IUDQF� ]RQH� KDV� EHHQ� XQHYHQ� VLQFH� LQGHSHQGHQFH��7KH\� GHSHQG� RQ� YDU\LQJ
GHJUHHV�RQ�DJULFXOWXUH�ZKHUH�GHYHORSPHQW�KDV�EHHQ�TXLWH�VORZ�

5HFHQWO\�WKHUH�KDV�EHHQ�FRQVLGHUDEOH�LQWHUHVW�LQ�WKH�ORQJ�WHUP�JURZWK�RI�$IULFDQ�HFRQRPLHV��7KLV
KDV�EHHQ�SDUWO\�EHFDXVH�RI�WKH�YHU\�SRRU�SHUIRUPDQFH�VWDUWLQJ�LQ�WKH�����V�IRU�WKH�1RQ�&)$�IUDQF
FRXQWULHV�DQG�LQ�WKH�PLG�����V�IRU�WKH�&)$�IUDQF�FRXQWULHV��WDEOH�����7KH�VHULRXV�GRPHVWLF�SROLF\
IDLOXUHV�FRXSOHG�ZLWK�VHYHUH�H[WHUQDO�VKRFNV�UHVXOWHG�WR�VKDUS�GHFOLQH�RI�WKH�$IULFDQ�HFRQRPLHV�LQ
WKH� ����V� DQG� ����V�� 7R� UHYDPS� WKHVH� HFRQRPLHV� LQ� D� VXVWDLQDEOH� ZD\�� ZH� QHHG� WR� NQRZ� DQG
DVVHVV� WKH� GHWHUPLQDQWV� RI� ORQJ�WHUP� JURZWK�� ,Q� SDUWLFXODU�� ZKDW� LV� WKH� LPSDFW� RI� WKH� VSHFLDO
DUUDQJHPHQWV� RI� WKH� &)$� IUDQF� FRXQWULHV� ZLWK� )UDQFH� RQ� WKH� ORQJ�WHUP� VRFLR�HFRQRPLF
SHUIRUPDQFH�RI� WKH�&)$�IUDQF�FRXQWULHV� UHODWLYH� WR� WKH�QRQ�&)$�IUDQF�FRXQWULHV� LQ�6XE�6DKDUDQ
$IULFD"�7KHVH� FRXQWULHV� IDFHG� VLPLODU� LQLWLDO� VWUXFWXUDO� FRQVWUDLQWV� EXW�PLJKW� KDYH� ODWHU� IROORZHG
GLIIHUHQW�SROLFLHV�PDLQO\�EHFDXVH�RI�WKHVH�VSHFLDO�DUUDQJHPHQWV�

7KH�&)$�IUDQF�FRXQWULHV�KDYH�WKH�VDPH�FKDUDFWHULVWLFV�DV�ZLWK�RWKHU�$IULFDQ�FRXQWULHV�HVSHFLDOO\
WKHLU�QHLJKERXULQJ�FRXQWULHV�EXW�WKH\�GLIIHU�LQ�WKHLU�PRQHWDU\�DQG�H[FKDQJH�UDWH�DUUDQJHPHQWV��7KLV
SURYLGHV�D�VRUW�RI�FRQWUROOHG�H[SHULPHQW�RQ�ZKLFK�WKH�H[SHULHQFH�RI�WKH�&)$�FRXQWULHV�FDQ�VKRZ
WKH�HIIHFWV�RI�WKHVH�DUUDQJHPHQWV�RQ�HFRQRPLF�SHUIRUPDQFH��7KH�PDLQ�REMHFWLYH�RI�WKLV�SDSHU�LV�WR
LGHQWLI\�WKH�VSHFLDO�DUUDQJHPHQWV�EHWZHHQ�WKH�&)$�IUDQF�]RQH�FRXQWULHV�DQG�)UDQFH��DQG�H[DPLQH
KRZ�HDFK�KDV�DIIHFWHG�WKH�VRFLR�HFRQRPLF�GHYHORSPHQW�RI�WKH�&)$�IUDQF�FRXQWULHV�UHODWLYH�WR�WKH
QRQ�&)$�IUDQF�6XE�6DKDUDQ�$IULFDQ�FRXQWULHV�

8QWLO� WKLV� GHFDGH�� WKH� $IULFDQ� )UHQFK� VSHDNLQJ� FRXQWULHV
� WUDGH� ZLWK� )UDQFH� KDV� EHHQ� PRUH
LPSRUWDQW�WKDQ�ZLWK�DQ\�RWKHU�FRXQWU\��%XW�RI�DOO�WKH�VSHFLDO�DUUDQJHPHQWV��WKH�RQHV�WKDW�VWDQG�RXW
FOHDUO\�DQG�XQLTXHO\�ZLWK�PXFK�HFRQRPLF�LPSOLFDWLRQV�IRU�WKH�$IULFDQ�HFRQRPLHV�DUH�WKH�PRQHWDU\
DQG� ILQDQFLDO� LQVWLWXWLRQ� DUUDQJHPHQWV� EHWZHHQ� WKH�&)$� IUDQF� FRXQWULHV� DQG� )UDQFH��%HFDXVH� RI
WKHVH�DUUDQJHPHQWV�DQG�KLVWRULFDO�WLHV��)UDQFH�DOVR�SURYLGHV�VRPH�WHFKQLFDO�DQG�ILQDQFLDO�DVVLVWDQFH
WR�WKHVH�GHYHORSLQJ�FRXQWULHV��7KH�DQDO\VLV�WKHUHIRUH�IRFXVHV�RQ�WKH�LPSDFW�RI�WKHVH�PRQHWDU\�DQG
ILQDQFLDO� DUUDQJHPHQWV� RQ� WKH� &)$� IUDQF� FRXQWULHV�� 7KH� HIIHFWV� RI� WKHVH� DUUDQJHPHQWV� PD\� EH
UHIOHFWHG� LQ� WKH� RXWFRPHV� LQFOXGLQJ� WKH� LQWHUQDO� DQG� H[WHUQDO�PDFURHFRQRPLF� EDODQFHV� DOWKRXJK
GLIILFXOW�WR�LVRODWH�

����7KH�3UREOHP
%HIRUH�WKH�����V��WKH�&)$�IUDQF�]RQH�FRXQWULHV
�HFRQRPLHV��ZLWK�D�IHZ�QRQ�&)$�IUDQF�FRXQWULHV�
%RWVZDQD� DQG� 6RXWK� $IULFD�� ZKLFK� ZHUH� DOUHDG\� H[SORLWLQJ� DQG� H[SRUWLQJ� PLQHUDOV�� SHUIRUPHG
YHU\� ZHOO�� 7KHLU� HFRQRPLF� VLWXDWLRQ� ZDV� UHODWLYHO\� EHWWHU� WKDQ� WKDW� RI� WKH� QRQ±IUDQF� ]RQH
�'HYDUDMDQ�DQG�'H�0HOR�������$PLQ��������%XW�WKHLU�HFRQRPLF�VLWXDWLRQ�UHYHUVHG�DIWHU�WKH�PLG�
����V��7KHUH�ZDV�VXJJHVWLRQ�WKDW�WKH�VDPH�LQVWLWXWLRQDO�DUUDQJHPHQWV�WKDW�FRQWULEXWHG�WR�WKHLU�JRRG
HFRQRPLF�SHUIRUPDQFH�SULRU� WR� WKH�����V�KDYH�DOVR�KLQGHUHG�WKHP�IURP�DGMXVWLQJ�WLPHO\� WR�ERWK
LQWHUQDO�DQG�H[WHUQDO�VKRFNV��'HYDUDMDQ�DQG�'H�0HOR��������
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<HW�WKHUH�ZDV�PXFK�GLVFXVVLRQ�RQ�WKH�SURILWDELOLW\�WKDW�WKH�&)$�IUDQF�]RQH�FRXQWULHV�GHULYHG�IURP
WKH�PRQHWDU\�XQLRQ��9DQ�GH�:DOOH�������$OOHFKL�DQG�1DLPNH\��������7KH�PRQHWDU\�DUUDQJHPHQWV
LQFOXGHG� WKH�&)$�IUDQF�FRQYHUWLELOLW\� LQWR� WKH�)UHQFK� IUDQF�EDFNHG�E\� WKH�)UHQFK�7UHDVXU\��7KH
FRQYHQWLRQ�LQFOXGHG�VWULFW�ILVFDO�DQG�PRQHWDU\�UXOHV��ZKLFK�SURYLGHG�PXFK�ILQDQFLDO�DQG�PRQHWDU\
VWDELOLW\��%XW� WKH�DGYDQWDJHV� VHHP�QRW� WR�KDYH�FUHDWHG�D�PRUH� UDSLG�DQG�VXVWDLQHG�JURZWK� LQ� WKH
UHJLRQ��:K\� KDYH� WKH� DGYDQWDJHV� VXFK� DV� ORZ� LQIODWLRQ�� JUHDWHU� VWDELOLW\� DQG� GLVFLSOLQH�� VSHFLDO
DUUDQJHPHQW� QRW� JHQHUDWHG� EHWWHU� RXWFRPHV� LQ� WKHVH� HFRQRPLHV"� +RZ� KDYH� VRPH� RI� WKHVH
DUUDQJHPHQWV�DIIHFWHG�WKH�PDFURHFRQRPLF�IDFWRUV�DQG�FRQVHTXHQWO\�JURZWK�RI�WKLV�]RQH"�:KDW�DUH
WKH� FKDQQHOV� WKURXJK� ZKLFK� WKH� PRQHWDU\� DQG� ILVFDO� SROLFLHV� ZRUN"� +RZ� VWDEOH� KDV� WKH
PDFURHFRQRPLF�HQYLURQPHQW�EHHQ�EHFDXVH�RI�WKHVH�VSHFLDO�DUUDQJHPHQWV"

,W�LV�FUXFLDO�WR�DVFHUWDLQ�WKRVH�IDFWRUV�WKDW�FDQ�GHWHUPLQH�WKH�ORQJ�UXQ�JURZWK�DQG�WR�ILQG�RXW�WKRVH
UHOHYDQW�SROLFLHV�QHFHVVDU\�WR�DFFHOHUDWH�JURZWK�DQG�FRQVHTXHQWO\�WKH�ZHOIDUH�RI�WKH�SHRSOH��:LWK
WKH�HPHUJHQFH�RI�WKH�(XURSHDQ�0RQHWDU\�,QWHJUDWLRQ�DQG�WKH�(XUR��WKH�TXHVWLRQ�RI�WKH�IXWXUH�RI�WKH
&)$�IUDQF�JDLQV�JUHDWHU�LPSRUWDQFH��%\�WKH�\HDU�������WKH�(XURSHDQ�PHPEHU�FRXQWULHV
�FXUUHQFLHV
ZRXOG�GLVDSSHDU��7KLV�EHFRPHV�DOVR�LPSRUWDQW�WR�H[DPLQH�WKH�H[LVWLQJ�DUUDQJHPHQWV�DQG�VHH�ZKDW
LQVLJKW� FRXOG� EH� JDLQHG� IRU� LPSURYHG� IXWXUH� SROLF\� PDNLQJ� LQ� WKH� &)$� IUDQF� ]RQH� HFRQRPLHV�
)XUWKHUPRUH�� WKHVH� FRXQWULHV� DUH� LQ� WKH� SURFHVV� RI� LQWHJUDWLQJ� WKHLU� HFRQRPLHV� PRUH� WKURXJK
HFRQRPLF� XQLRQV�� ZKLFK� ZRXOG� UHTXLUH�� DPRQJ� RWKHUV�� WKH� FR�RUGLQDWLRQ� RI� VRPH� RI� WKHLU
PDFURHFRQRPLF�SROLFLHV�

����%$&.*5281'

7KH�&)$�IUDQF�]RQH�V\VWHP�KDV�WZR�UHJLRQV�DQG�WKH�&RPRURV���&HQWUDO�DQG�:HVWHUQ�)UDQFRSKRQH
$IULFD�UHJLRQ�DQG�&RPRURV�5HSXEOLF�±����FRXQWULHV�DOWRJHWKHU��7KH�DQDO\VLV�LV�OLPLWHG�WR�WKH�WZR
UHJLRQV�� ZKLFK� PDLQWDLQ� WZR� VHSDUDWH� LGHQWLWLHV�� KDYH� VHSDUDWH� FXUUHQFLHV� ZLWK� VHSDUDWH� FHQWUDO
EDQNV�� &)$� IUDQF� LV� &RPPXQDXWp� )LQDQFLHUH� $IULFDLQH� LQ� WKH� :HVW� $IULFDQ� (FRQRPLF� DQG
0RQHWDU\� 8QLRQ� �:$(08��� DQG� &RRSHUDWLRQ� )LQDQFLHUH� HQ� $IULTXH� &HQWUDOH� LQ� WKH� &HQWUDO
$IULFDQ�(FRQRPLF�DQG�0RQHWDU\�8QLRQ��7KH�UHJLRQDO�FHQWUDO�EDQNV�DUH� WKH�%DQTXH�GHV�(WDWV�GH
O
$IULTXH�&HQWUDOH��%($&��DQG�WKH�%DQTXH�&HQWUDOH�GHV�(WDWV�GH�O
$IULTXH�GH�O
2XHVW��%&($2��IRU
&HQWUDO�DQG�:HVW�$IULFD�UHVSHFWLYHO\��(DFK�FHQWUDO�EDQN�KDV�DQ�RSHUDWLRQ�DFFRXQW�ZLWK�WKH�)UHQFK
7UHDVXU\�

7KLV�IUDQF�]RQH�KDV�VRPH�IHDWXUHV�WKDW�DUH�XQLTXH�DQG�VWDQG�RXW�FOHDUO\�LQ�WKH�GHYHORSLQJ�ZRUOG�

��� 1R� PHPEHU� VWDWH� KDV� LQGHSHQGHQW� H[FKDQJH� UDWH� DQG� PRQHWDU\� SROLF\�� 7KH� PRQHWDU\� DQG
H[FKDQJH� UDWH� SROLFLHV� DUH� VHW� E\� WKH� %&($2� DQG� %($&� ERDUGV� RI� JRYHUQRUV�� DQG� WKH
LPSOHPHQWDWLRQ� RI� WKH� SROLFLHV� LV� GRQH� E\� WKH� QDWLRQDO� EUDQFKHV� RI� WKH� WZR� LQGHSHQGHQW� FHQWUDO
EDQNV�ZKLFK�DUH�OLQNHG�WR�)UDQFH��$Q\�SROLF\�FKDQJH�RQ�WKHVH�LVVXHV�VXFK�DV�SDULW\�FKDQJH�PXVW�EH
LQ� WRWDO� DJUHHPHQW� EHWZHHQ� )UDQFH� DQG� WKH� WZR� FHQWUDO� EDQNV�� +HQFH�� PHPEHU� FRXQWULHV
LQGLYLGXDOO\�RSHUDWH� XQGHU� IL[HG� H[FKDQJH� UDWH� UHJLPHV�ZLWK� QR�PRQHWDU\� SROLFLHV� RI� WKHLU� RZQ�
VLQFH� WKH� FHQWUDO� EDQNV� DUH� LQGHSHQGHQW� RI� WKH� QDWLRQDO� DXWKRULWLHV�� $FFRUGLQJO\�� WKLV�PLQLPL]HV
LQIODWLRQDU\�WHQGHQFLHV��7KH�IL[HG�SDULW\�EHWZHHQ�WKH�&)$�IUDQF�DQG�WKH�)UHQFK�IUDQF�ZDV�DW��))� 
��� &)$)� IRU� WKH� SHULRG� ���������� DQG� �))�  � ���&)$)� VLQFH� ������ +RZHYHU�� )UDQFH� FDQ
XQLODWHUDOO\�DOWHU�LWV�UDWH�UHODWLYHO\�WR�RWKHU�LQWHUQDWLRQDO�FXUUHQFLHV�

���:LWK� WKH� RSHUDWLRQ� DFFRXQW� RSHQHG� LQ� WKH� )UHQFK�7UHDVXU\�� WKHUH� LV� IXOO� FRQYHUWLELOLW\� RI� WKH
&)$�IUDQF�LQWR�WKH�)UHQFK�IUDQF�JXDUDQWHHG�E\�WKH�VSHFLDO�RSHUDWLRQ�DFFRXQW�DQG�QRW�E\�WKH�)UHQFK
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&HQWUDO� %DQN�� 8S� WLOO� ������ WKHUH� ZDV� OLPLWOHVV� WUDQVIHUDELOLW\� ZLWKLQ� UHJLRQDO� PHPEHUV�� DQG
EHWZHHQ� UHJLRQ� DQG�)UDQFH�� IUHH�PRELOLW\� RI� FDSLWDO�ZLWKLQ� WKH� ]RQH� DQG� EHWZHHQ� WKH� ]RQHV� DQG
)UDQFH�� %XW� LQ� ����� WKHUH� ZDV� VRPH� UHVWULFWLRQV� LPSRVHG� RQ� FXUUHQF\� FRQYHUWLELOLW\� ±� QR
UHSXUFKDVLQJ�RI�&)$� IUDQFV�RXWVLGH� WKH� ]RQH�RI� LVVXH� �%($&�DQG�%&($2���7KLV� KDV� WHQGHG� WR
FUHDWH� LQIRUPDO�PDUNHWV�ZKHUH�FKDQJHV�DUH� LQ�SDULW\�EHWZHHQ� WKH� WZR�&)$�IUDQF�DUHDV� DQG� HYHQ
ZLWK�1RQ�&)$�IUDQF�DUHDV��,Q�FHUWDLQ�FDVHV�WKH�&)$�IUDQF�RI�RQH�RI�WKH�FHQWUDO�EDQNV�PD\�EH�RYHU�
YDOXHG� UHODWLYH� WR� WKH� RWKHU�� SDUWO\� EHFDXVH� RI� WKH� YROXPH� RI� WUDQVDFWLRQV� ZLWKLQ� WKLV� ]RQH�
LQFOXGLQJ�WKH�VWUHQJWK�RI�WKH�HFRQRPLHV�LQ�HDFK�RI�WKH�WZR�UHJLRQV��DQG�EHWZHHQ�WKH�]RQH�DQG�WKH
QRQ�]RQH� DUHDV�� $OVR�� WKH� FRQYHUWLELOLW\� RI� WKH� &)$� IUDQF� �DV� DJDLQVW� WKH� XQFRQYHUWLEOH� 1DLUD
>1LJHULDQ�FXUUHQF\@�RU�&HGL�>*KDQLDQ�FXUUHQF\@��SOD\V�D�YHU\�LPSRUWDQW�UROH�LQ�FURVV�ERUGHU�WUDGH
ZLWKLQ�WKLV�UHJLRQV�

���5HVHUYHV�DUH�SRROHG�WRJHWKHU�ZLWKLQ�WKH�UHJLRQ��ZLWK�WKH�)UHQFK�7UHDVXU\�DQG�D�FRPPRQ�IRUHLJQ
H[FKDQJH�SROLF\�RI�IUDQF�]RQH�ZLWK�WKH�UHVW�RI�WKH�ZRUOG�

��� 7KH� SULQFLSOHV� RI� WKH� DUUDQJHPHQW� DUH� JXLGHG� E\� D� QXPEHU� RI� UXOHV�� 
HDFK� FHQWUDO� EDQN�� D�
0DLQWDLQV�DW�OHDVW�����RI�LWV�IRUHLJQ�DVVHWV� LQ� LWV�RSHUDWLRQ�DFFRXQW�ZLWK�WKH�)UHQFK�7UHDVXU\��E�
0DLQWDLQV�D�IRUHLJQ�H[FKDQJH�FRYHU�RI�DW�OHDVW������IRU�LWV�VLJKW�OLDELOLWLHV��DQG�F��/LPLWV�LWV�FUHGLW
WR�JRYHUQPHQW�RI�PHPEHU�FRXQWULHV�WR�D�FHLOLQJ�HTXLYDOHQW� WR������RI� WKDW�FRXQWU\
V�JRYHUQPHQW
UHYHQXH�LQ�WKH�SUHYLRXV�\HDU
��+DGMLPLFKDHO�DQG�*DO\�������S�����

����6RPH�,PSOLFDWLRQV
7KHVH� DUH� GLVWLQJXLVKLQJ� IHDWXUHV� LQ� WKH� DGMXVWPHQW� SURFHVV� DQG� KDYH� VRPH� LPSOLFDWLRQV� RQ� WKH
HFRQRPLF� JURZWK� RI� WKH� ]RQH�� 7KHVH� FRXQWULHV� LQGLYLGXDOO\� RU� FROOHFWLYHO\� FDQQRW� XVH� QRPLQDO
H[FKDQJH� UDWH�DV� D�SROLF\�ZLWKRXW� WKH� DJUHHPHQW�RI�)UDQFH��:LWK� WKH� UHJLRQDO� FHQWUDO� EDQNV� DQG
)UDQFH�HQVXULQJ�WKH�PRQHWDU\�DQG�H[FKDQJH�UDWH�SROLFLHV��DQG�WKH�VWURQJ�FRPPLWPHQW�WR�WKH�IL[HG
H[FKDQJH� UDWH� UHJLPH�� SUHVVXUH� LV� WKHQ� SXW� RQ� RWKHU�PDFURHFRQRPLF� SROLFLHV��7KH� SULFH�� LQWHUHVW
UDWHV�DQG�TXDQWLW\�RI�PRQH\�DUH�VWDEOH�EHFDXVH�RI�WKHVH�DUUDQJHPHQWV��,QGLYLGXDOO\�WKH�&)$�IUDQF
FRXQWULHV�FDQ�RQO\�XVH�WKHLU�ILVFDO�SROLF\�WR�PDQDJH�WKHLU�HFRQRPLHV��DQG�FROOHFWLYHO\�WKH\�FDQ�XVH
ERWK� PRQHWDU\� DQG� ILVFDO� SROLFLHV�� 7KXV� SXWWLQJ� PRUH� SUHVVXUH� RQ� WKHLU� ILVFDO� SROLF\�� 6WLOO� WKH
LQVWLWXWLRQDO� UXOHV� UHVWULFW� WKH� JRYHUQPHQW� IURP� ERUURZLQJ� GRPHVWLFDOO\� DERYH� ��� �� RI� WKH� WD[
UHYHQXHV�RI� WKH�SUHYLRXV�\HDU��%XW� WKH� IRUHLJQ�ERUURZLQJ� LV� QRW� LQVWLWXWLRQDOO\� UHVWULFWHG�� LQVWHDG
IRUHLJQ� ERUURZLQJ� GHSHQGV� RQ� WKH� JRYHUQPHQW
V� FUHGLWZRUWKLQHVV�� 7KH� JRYHUQPHQW
V� ILQDQFLDO
UHVRXUFHV�DUH�D�IXQFWLRQ�RI�WD[�UHYHQXHV�DQG�IRUHLJQ�ERUURZLQJ��5XOHV�DQG�UHJXODWLRQV�DUH�XVHG�WR
FR�RUGLQDWH�WKH�PRQHWDU\�DQG�ILVFDO�SROLFLHV�LQ�WKH�]RQH��DOWKRXJK�HDFK�FHQWUDO�EDQN�VHWV�PRQHWDU\
SROLF\� DFFRUGLQJ� WR� WKH� VXE�UHJLRQDO� HFRQRPLF� FRQGLWLRQV��8VLQJ� UXOHV� DQG� UHJXODWLRQV� WR�PHUJH
PRQHWDU\�DQG�ILVFDO�SROLFLHV� LV�GLIIHUHQW� IURP�GHYHORSLQJ�YDU\LQJ�GHJUHHV�RI�PRQHWDU\�DQG� ILVFDO
SROLF\�PL[�IRU�SURSHU�PDFURHFRQRPLF�PDQDJHPHQW�

7KH� IXOO� FRQYHUWLELOLW\� LV� QRW� 
HQVXUHG
� E\� WKH�PDUNHW� V\VWHP� RI� GHPDQG� DQG� VXSSO\�ZKHUH�&)$
IUDQFV�DUH�ERXJKW�DQG�VROG��,QVWHDG�&)$�IUDQFV�DUH�FRQYHUWHG�LQWR�)UHQFK�IUDQFV��7KLV�PHDQV�WKDW
FRQYHUWLELOLW\� LV� EDVHG� RQ� DGPLQLVWUDWLYH� GHFLVLRQV� WKDW� FDQ� YDU\� DFFRUGLQJ� WR� HFRQRPLF� DQG
ILQDQFLDO� VLWXDWLRQV� RI� HLWKHU� WKH� PHPEHU� FRXQWULHV� RU� )UDQFH�� 0RUHRYHU� EHFDXVH� RI� WKH� IL[HG
H[FKDQJH� UDWH� V\VWHP� WKHVH� HFRQRPLHV� PLJKW� QRW� KDYH� UHVSRQGHG� ULJKWO\� WR� WKH� LQWHUQDWLRQDO
FKDQJHV��VLQFH�WKH�DXWRPDWLF�DGMXVWPHQW�PLJKW�QRW�KDYH�IXQFWLRQHG�DSSURSULDWHO\�

3ULRU� WR������� WKH�&)$�IUDQF�]RQH�FRXQWULHV�ZHUH�H[SRUWLQJ�JUHDWO\� WR� WKH�ZRUOG�PDUNHW�DW� IDLUO\
JRRG�SULFHV��7KH�VLWXDWLRQ�ZDV�DOVR�KHOSHG�E\�WKH�IDFW�WKDW�WKH�)UHQFK�IUDQF�GHSUHFLDWHG�DJDLQVW�WKH
GROODU��7KH�YHU\�SRRU�SHUIRUPDQFH�RI� WKHVH�FRXQWULHV�FDPH�DIWHU� WKH�PLG�����V��7KLV�SHULRG�DOVR
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FRLQFLGHG�ZLWK�WKH�ZRUOG�UHFHVVLRQ�WKDW�ZDV�DJJUDYDWHG�E\�PDQ\�IDFWRUV�LQFOXGLQJ�GHFOLQLQJ�WHUPV
RI�WUDGH�DQG�RLO�SULFH�VKRFNV��ZLWK�WKH�)UHQFK�IUDQF�DOVR�DSSUHFLDWHG�DJDLQVW� WKH�86�GROODU�DV� WKH
)UHQFK� JRYHUQPHQW� IROORZHG� D� SROLF\� RI� VWURQJ� IUDQF� WR� NHHS� XS�ZLWK� WKH� 'HXWVFKH�PDUN�� 7KH
LPEDODQFHV��ODFNHG�WKH�VHOI�FRUUHFWLQJ�PHFKDQLVP�

����(XUR�DQG�&)$�)UDQF
:LWK�WKH�IRUPDWLRQ�RI�WKH�(XURSHDQ�(FRQRPLF�DQG�0RQHWDU\�8QLRQ�� WKH�&)$�IUDQF�LV�SHJJHG�WR
WKH�(XUR�ZLWK�WKH�VXSSRUW�RI� WKH�)UHQFK�7UHDVXU\�EXGJHWDU\�DUUDQJHPHQW�� ,Q� WKH�PHGLXP�WR� ORQJ
UXQ�� WKH� SULQFLSDO� ULVNV� ZRXOG� EH� OLQNHG� WR� KRZ� ILUP� WKH� (XUR� LV� ZLWK� UHVSHFW� WR� RWKHU� PDMRU
FXUUHQFLHV��'ROODU��<HQ��6ZLVV�IUDQF���7KH�&)$�IUDQF�]RQH�SURGXFHV�DQG�H[SRUWV�D�OLPLWHG�QXPEHU
RI�EDVLF�SURGXFWV�ZKRVH�ZRUOG�SULFHV�DUH�TXRWHG�LQ�'ROODUV�

$OWKRXJK�&)$�IUDQF�FRXQWULHV�FDUU\�RXW�PRUH� WKDQ�����RI� WKHLU� WUDGH�ZLWK� WKH�(XURSHDQ�8QLRQ
PHPEHUV��WKH�WUDGH�LV�GHQRPLQDWHG�LQ�'ROODUV��&DSLWDO�IORZV�VXFK�DV�JUDQWV�DQG�ORDQV�ZLWK�PDMRU
LQWHUQDWLRQDO� ILQDQFLDO� LQVWLWXWLRQV� �:RUOG� %DQN�� ,0)�� DUH� LQ� 'ROODUV�� -DSDQ� WRR� LV� UDSLGO\
LQFUHDVLQJ�LWV�WUDQVDFWLRQV�ZLWK�WKH�&)$�IUDQF�FRXQWULHV�ZLWK�WKHVH�WUDQVDFWLRQV�EHLQJ�GHQRPLQDWHG
LQ� WKH� -DSDQHVH� <HQ�� $OVR� WKHRUHWLFDO� DQG� HPSLULFDO� DUJXPHQWV� �'HYDUDMDQ� DQG� 5RGULN� �����
(OEDGDZL�DQG�0DMG�������(OEDGDZL�DQG�6RWR�������VKRZ�WKDW�DGMXVWDEOH�H[FKDQJH�UDWH�SDULW\� LV
PXFK�SUHIHUDEOH�WR�WKH�IL[HG�SDULW\��)OH[LEOH�SHJJLQJ�ZRXOG�WHQG�WR�UHPRYH�WKH�&)$�GHYDOXDWLRQ
SUREOHPV��ZKLFK�ZRXOG�RFFXU�XQGHU�WKH�IL[HG�H[FKDQJH�UDWH�LQ�WKH�ORQJ�UXQ�

7KH� &)$� IUDQF� PD\� IDFH� WKH� VDPH� SUREOHP� DV� LW� GLG� ZKHQ� IL[HG� WR� WKH� )UHQFK� IUDQF�� 7KLV� LV
EHFDXVH� WKH� &)$� IUDQF� DQG� )UHQFK� IUDQF� DUUDQJHPHQWV� UHPDLQ� EDVLFDOO\� XQFKDQJHG�� HYHQ� WKH
0DDVWULFKW� WUHDW\�PDLQWDLQV� WKDW� WKH� DUUDQJHPHQWV� UHPDLQ� XQFKDQJHG�� (YHQ� DIWHU� �����ZKHQ� WKH
)UHQFK�IUDQF�PXVW�KDYH�GLVDSSHDUHG��EXW�ZLWK�WKH�VDPH�DUUDQJHPHQW�WKH�&)$�]RQH�FRXQWULHV�ZLOO
VWLOO� NHHS� WKHLU� UHVHUYHV� XQGHU� WKH� RSHUDWLRQ� DFFRXQW� LQ� WKH� )UHQFK� 7UHDVXU\� WR� VXSSRUW� LWV
FRQYHUWLELOLW\�

%XW� WKH\� ZRXOG� KDYH� WR� VXVWDLQ� JUHDWHU� HFRQRPLF� DQG�PRQHWDU\� HIILFLHQF\� DV� GHPDQGHG� E\� WKH
0DDVWULFKW�DJUHHPHQW��7KDW� LV� WKH� OLQN�EHWZHHQ� WKH�(XUR�DQG� WKH�&)$� IUDQF� LV� VXSSRUWHG�E\� WKH
)UHQFK�7UHDVXU\���D�EXGJHWDU\�DUUDQJHPHQW�ZLWK�VHULRXV�LPSOLFDWLRQ��WDNLQJ�LQWR�FRQVLGHUDWLRQ�WKH
VWULFW�EXGJHWDU\�UXOHV�LPSRVHG�E\�WKH�(XURSHDQ�8QLRQ�RQ�LWV�PHPEHUV��7KH�(XURSHDQ�JRYHUQPHQWV
DJUHHG� RQ� D� FHLOLQJ� RQ� ILVFDO� GHILFLWV� RI� ��� RI�*'3�� 3XEOLF� GHEW�PXVW� QRW� H[FHHG� ����� RI� WKH
DYHUDJH�RI�WKH�PRVW�SHUIRUPLQJ�VWDWHV��7KH�LQWHUHVW�UDWH�PXVW�QRW�H[FHHG����RI�WKH�DYHUDJH�RI�WKH
WKUHH�FRXQWULHV�KDYLQJ�WKH�PRVW�VWDEOH�SULFHV�DQG�JRYHUQPHQW�GHEW�RI�QR�PRUH�WKDQ�����RI�*'3
DPRQJ� RWKHU� FRQYHUJHQFH� FULWHULD�� 7KHVH� (XURSHDQ� 8QLRQ� WDUJHWV� LPPHGLDWHO\� LPSRVHG� ILVFDO
GLVFLSOLQH� RQ� WKH�&)$� IUDQF� FRXQWULHV�ZKLFK�PXVW� DJUHH� RQ� LPSOHPHQWLQJ�ZKDW� FRQVWLWXWH� JRRG
HFRQRPLF� SROLFLHV�� LQ� RUGHU� WR� FRQWLQXH� SHJJLQJ� WKHLU� FXUUHQF\� WR� WKH� (XUR�� 7KHVH� FRQYHUJHQFH
FULWHULD�DUH�WKHUHIRUH�LPSRVHG�GLUHFWO\�RU�LQGLUHFWO\�RQ�WKH�IUDQF�]RQH�FRXQWULHV�LQ�VXFK�D�ZD\�WKDW
WKHLU�DGKHUHQFH�WR�WKHVH�FULWHULD�ZLWK�SURSHU�HFRQRPLF�PDQDJHPHQW�VKRXOG�VLJQLILFDQWO\�FRQWULEXWH
LQ�UHGXFLQJ�SHUFHLYHG�ULVN�WR�LQYHVWRUV��DPRQJ�RWKHU�WKLQJV�

3DUWLHV� WR� WKH�0DDVWULFKW� WUHDW\�ZKR� IDLO� WR� UHVSHFW� WKH� FRQYHUJHQFH� FULWHULD�� DPRQJ� RWKHUV�� ZLOO
FHDVH� WR� EH� SDUW� RI� WKH� PRQHWDU\� XQLRQ�� 7KH� &)$� IUDQF� FRXQWULHV� DUH� QR� H[FHSWLRQ�� WKH\� PXVW
UHVSHFW� WKHVH� UXOHV�DV�ZHOO�DV�PDLQWDLQ�GLVFLSOLQH�DQG�JRRG�JRYHUQDQFH��+HQFH��EHVLGHV� WKH�&)$
PRQHWDU\�DQG�H[FKDQJH�UDWH�FRQVWUDLQWV��DGGLWLRQDO� ILVFDO� DQG�PDQDJHPHQW�FRQVWUDLQWV�KDYH�EHHQ
LPSRVHG�RQ�WKH�&)$�IUDQF�FRXQWULHV�
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7KH� ]RQH�� ZLOO� OLNHO\� JXDUDQWHH� VWDELOLW\� DJDLQVW� WKUHDWV� IURP� RWKHU� VWURQJ� FXUUHQFLHV�� +RZHYHU
WKHUH�LV�VWLOO�PXFK�XQFHUWDLQW\�DV�WR�WKH�H[DFW�IXWXUH�YDOXH�RI�WKH�&)$�IUDQF��6RPH�VFKRODUV�WKLQN�LW
ZRXOG� VWLOO� EH� GHYDOXHG� DQG� WKLV� FRQVWDQW� VSHFXODWLYH� DWWLWXGH�PD\� OLNHO\� OHDG� WR� DQ� RXWIORZ� RI
FDSLWDO�IURP�WKH�]RQH�IRU�VHFXULW\�UHDVRQV��7KHUH�LV�DOVR�WKH�SRVVLELOLW\�RI�IUHTXHQW�PRGLILFDWLRQ�RI
WKH�H[FKDQJH�UDWH�RI� WKH�&)$�IUDQF�DQG�WKLV�GHSHQGV�RQ�WKH�VWUHQJWK�RI� WKH�(XUR��$Q�LQFUHDVH�LQ
LQWHUHVW�UDWH�IRU�H[DPSOH�PD\�DIIHFW�WKH�H[SRUWV�DQG�GHEWV�RI�WKH�&)$�FRXQWULHV�QHJDWLYHO\��:KHUH
WKH� &)$� IUDQF� FRXQWULHV� IDLO� WR� PHHW� XS� ZLWK� WKH� FRQGLWLRQV� RI� SDUWLFLSDWLRQ� VWLSXODWHG� E\� WKH
0DDVWULFKW�WUHDW\��WKHUH�LV�DOVR�D�SRVVLELOLW\�RI�WKH�HYHQWXDO�FROODSVH�RI�WKH�]RQH��7KH�FROODSVH�ZLOO
OLNHO\� OHDG� WR� WKH� FUHDWLRQ� RI� LQGHSHQGHQW� FHQWUDO� EDQNV� LVVXLQJ� GRPHVWLF� FXUUHQFLHV�� 3ROLWLFDO
SUHVVXUHV�RQ�PRQHWDU\�DXWKRULWLHV�WR�SULQW�PRQH\�QHHGHG�WR�FRYHU�SXEOLF�ILQDQFH�GHILFLWV�PD\�OHDG
WR�GLVFUHSDQFLHV� LQ� WKH�PDQDJHPHQW�RI�GRPHVWLF�FXUUHQFLHV� �<RQGR��������$QRWKHU�SRVVLELOLW\� LV
WKDW� WKH�SUHVHQW�PRQHWDU\�XQLRQV�RI� WKH�&)$�IUDQF�]RQH�FDQ�EHFRPH� LQGHSHQGHQW�DV� ORQJ�DV� WKH
LVVXH�RI�FXUUHQFLHV�LV�ZHOO�DGDSWHG�WR�WKH�QHHGV�RI�WKH�YDULRXV�HFRQRPLHV�

����3(5)250$1&(�',))(5(1&(6

7KH�GLIIHUHQFHV�LQ�SHUIRUPDQFH�DQG�WLPLQJ�EHWZHHQ�&)$�IUDQF�DQG�QRQ�&)$�FRXQWULHV�DUH�GLVWLQFW�
7KH�FULVHV�RI�1RQ�&)$�IUDQF�FRXQWULHV�VWDUWHG�DV�IURP�WKH�ODWH�����V�DQG�FRQWLQXHG�LQWR�WKH�HDUO\
����V��ZKLOH�WKH�FULVHV�RI�WKH�&)$�IUDQF�FRXQWULHV�VWDUWHG�DV�IURP�WKH�PLG�����V��)RU�WKH�SHULRG
����������DOO�WKH�&)$�IUDQF�FRXQWULHV�KDG�D�QHJDWLYH�JURZWK�UDWH�ZLWK�SURWUDFWHG�PDFURHFRQRPLF
LPEDODQFHV�� 7KH� VHYHUH� DGMXVWPHQW� SUREOHPV� RFFXUUHG� DW� GLIIHUHQW� WLPHV� LQ� WKH� WZR� JURXSV� RI
FRXQWULHV��WDEOHV���DQG�����$OVR�WKH�SROLF\�UHVSRQVHV�GLIIHUHG�EHWZHHQ�WKH�&)$�DQG�QRQ�&)$�IUDQF
FRXQWULHV��7KHUH�KDV� UHFHQWO\�EHHQ�JUHDWHU�VWUHVV�RQ� WKH�VWDELOLW\�DQG�FHUWDLQW\�RI�PDFURHFRQRPLF
SROLF\�HQYLURQPHQW�LQ�SURPRWLQJ�JURZWK�WKURXJK�LQYHVWPHQW�DQG�RWKHU�IDFWRUV��2MR�DQG�2VKLNR\D
������� )RU� WKH� SHULRG� ���������� DQG� WKH� HDUO\� ����V��PDMRULW\� RI� WKH�&)$� IUDQF� FRXQWULHV� KDG
SURWUDFWHG�PDFUR�LPEDODQFHV��ZLWK�QHJDWLYH�SHU�FDSLWD�JURZWK�ZKLFK�ZHUH�QRW�H[SHULHQFHG�E\�WKH
1RQ�&)$�IUDQF�FRXQWULHV��7KH�LQYHVWPHQW�DQG�VDYLQJV�WHQGHQFLHV�ZHUH�GLIIHUHQW�DQG�FORVHO\�OLQNHG
WR�WKH�JURXS
V�PDFURHFRQRPLF�LPEDODQFHV��7KH�&)$�IUDQF�FRXQWULHV�ZLWK�ODUJH�LPEDODQFHV�KDG�ORZ
VDYLQJV�DQG�LQYHVWPHQW�WR�*'3�UDWLRV�WKDQ�WKH�RWKHUV��+DGMLPLFKDHO�HW�DO�������

'XULQJ� WKH� ODWH� ����V�� WKH�&)$�]RQH�PHPEHUV� KDG� KLJKHU� LQYHVWPHQW� WR�*'3� UDWLRV� WKDQ� RWKHU
$IULFDQ� FRXQWULHV�� 7KH� JDS� LQ� LQYHVWPHQW� WR� *'3� UDWLRV� EHWZHHQ� WKH� &)$� FRXQWULHV� DQG� RWKHU
$IULFDQ�FRXQWULHV�QDUURZHG�GXULQJ�WKH�����V��'HYDUDMDQ�DQG�0HOR���������7KH�DYHUDJH�JURZWK�UDWH
RI�WKH�*'3�ZDV������GXULQJ�������������FRPSDUHG�WR������IRU�QRQ�&)$�$IULFDQ�FRXQWULHV��7KLV
UDWH�EHFDPH�ORZHU�GXULQJ���������ZKHUH�LW�ZDV�EDUHO\������FRPSDUHG� WR� WKDW�RI�QRQ�&)$�]RQH
FRXQWULHV�RI� ������7KH� LQYHVWPHQW� UDWH� IHOO� VKDUSO\� IRU� WKH�&)$� IUDQF� FRXQWULHV� GXULQJ� �������
WKDQ�LQ�QRQ�&)$�FRXQWULHV��WDEOH�����'XULQJ����������WKH�QRQ�&)$�IUDQF�FRXQWULHV�KDG�GHSUHFLDWHG
WKHLU�H[FKDQJH�UDWHV�DQG�EHFDPH�PRUH�FRPSHWLWLYH�WKDQ�WKH�&)$�IUDQF�FRXQWULHV��7KH�LQFUHDVH�LQ
FRPSHWLWLYHQHVV�RI�QHLJKERXULQJ�HFRQRPLHV�XQGHUPLQHG�WKDW�RI�&)$�FRXQWULHV�ZKLFK�UHVRUWHG�WR
FXWV�LQ�H[SHQGLWXUH�WR�UHGXFH�FXUUHQW�DFFRXQW�GHILFLWV��'HYDUDMDQ�DQG�0HOR���������,Q� WKH�IDFH�RI
WKHVH�FXWV��LQYHVWPHQW�H[SHQGLWXUHV�VXIIHUHG�VKDUSO\�WKXV�UHGXFLQJ�JURZWK�

,W� VHHPV� WKH� WLPLQJ�ZRXOG� KDYH� EHHQ� WKH� VDPH� EXW� IRU� WKH� GLVFLSOLQH� LPSRVHG� E\� WKH�PRQHWDU\
DUUDQJHPHQW�RQ� WKH�&)$�IUDQF�FRXQWULHV�DQG� WKH�GHSUHFLDWLRQ�RI� WKH�)UHQFK� IUDQF� UHODWLYH� WR� WKH
GROODU��:LWK� DFFXPXODWLRQ� RI� KXJH� ILVFDO� GHILFLWV�� WKH� &)$� IUDQF� FRXQWULHV� FRXOG� QRW� GHSUHFLDWH
WKHLU�UHDO�H[FKDQJH�UDWH�E\�GRPHVWLF�SULFHV�DORQH�DV�WKHLU�LQLWLDO�LQIODWLRQ�OHYHOV�ZHUH�ORZ�
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'XULQJ�WKH�ODWHU�SDUW�RI�WKH�����V�WKH�&)$�IUDQF�FRXQWULHV�ZHUH�VXIIHULQJ�IURP�RYHU�YDOXDWLRQ�RI
WKH�UHDO�H[FKDQJH�UDWH��ZKLFK�VHYHUHO\�DIIHFWHG�WKHLU�FRPSHWLWLYHQHVV�DQG�FDXVHG�VHULRXV�UHFHVVLRQ�
$W� WKLV�YHU\�SHULRG�� WKH�QRQ�&)$�IUDQF�FRXQWULHV�ZLWK� WKHLU� IOH[LEOH�H[FKDQJH� UDWH� UHJLPHV�ZHUH
DEOH� WR� VXFFHVVIXOO\� FDUU\�RXW� WKH� DGMXVWPHQWV��ZKLFK�ZDV� IRXQG� WR�EH�YHU\�GLIILFXOW� LQ� WKH�&)$
IUDQF�FRXQWULHV��7KH������GHYDOXDWLRQ�RI�WKH�&)$�IUDQF�E\�����UHODWLYH�WR�WKH�)UHQFK�IUDQF�KHOSHG
WKH� &)$� IUDQF� FRXQWULHV� WR� DGGUHVV� VRPH� RI� WKHLU� LPEDODQFHV�� 7KH� VXFFHVVIXO� UHDO� H[FKDQJH
UHDOLJQPHQW�LPSURYHG�WKH�H[SRUW�FRPSHWLWLYH�VLWXDWLRQ�DQG�VHHPHG�WR�KDYH�SURPRWHG�JURZWK��0RVW
RI� WKH� RWKHU� FRXQWULHV� GHSHQGHG� RQ� H[WHUQDO� DGMXVWPHQW� VWUDWHJLHV� E\� UHO\LQJ� RQ� WKH� IOH[LEOH
H[FKDQJH�UDWH�WR�DOVR�DGMXVW�WKH�FXUUHQW�DFFRXQW�EXW�ZLWK�KLJK�LQIODWLRQ��$�TXHVWLRQ�WKHQ�DULVHV�DV�WR
ZK\�XQGHU� WKH�IL[HG�H[FKDQJH�UDWH�UHJLPH�RI� WKH�&)$�IUDQF�FRXQWULHV�� ILVFDO�SROLF\�SHUIRUPDQFH
VHHPHG�WR�KDYH�EHHQ�SRRU��7KH�SRRU�SHUIRUPDQFH�VHHPHG�WR�KDYH�LPSDFW�RQ�WKH�SRYHUW\�VLWXDWLRQ
RI�WKHVH�FRXQWULHV�

����+XPDQ�'HYHORSPHQW�DQG�3RYHUW\
,Q� ������ 81'3� SURGXFHG� WKH� +XPDQ� 3RYHUW\� ,QGH[� �+3,�� ZKLFK� UHIOHFWV� GLIIHUHQW� IHDWXUHV� RI
KXPDQ�GHSULYDWLRQ� LQ� WKH�TXDOLW\�RI� OLIH��7KH�+XPDQ�3RYHUW\� ,QGH[� �+3,�� FRQFHQWUDWHV� RQ� WKUHH
HVVHQWLDO� HOHPHQWV� RI� KXPDQ� OLIH� UHIOHFWHG� LQ� WKH�+XPDQ�'HYHORSPHQW� ,QGH[� �+',�� �� ORQJHYLW\�
NQRZOHGJH�DQG�D�GHFHQW�VWDQGDUG�RI�OLYLQJ��81'3�������

&RPSDUHG�ZLWK�RWKHU�GHYHORSLQJ�FRXQWULHV��$IULFDQ�FRXQWULHV�SHUIRUPHG�SRRUHU�LQ�WKH�+3,��$PRQJ
$IULFDQ� FRXQWULHV�� WKH� &)$� IUDQF� FRXQWULHV� KDG� KLJKHU� SRYHUW\� LQGH[� WKDQ� WKH� QRQ�&)$� IUDQF
FRXQWULHV�� )URP� WKLV� LQGH[� WKH� QRQ�&)$� IUDQF� ]RQH� FRXQWULHV� VHHP� JHQHUDOO\� WR� SHUIRUP�PXFK
EHWWHU�WKDQ�WKH�&)$�IUDQF�FRXQWULHV��WDEOH�����7KLV�VXPPDUL]HV�WKH�H[WHQW�RI�SRYHUW\�LQ�WKLV�UHJLRQ�
$V�WKH�UDQNLQJ�VKRZV��WKH�SRRUHU�WKH�FRXQWU\��WKH�ORZHU��LQ�WHUPV�RI�ELJ�QXPEHUV��WKH�UDQNLQJ��7KH
&)$�IUDQF�FRXQWULHV�WHQG�WR�UDQN�ORZHU�WKDQ�WKH�QRQ�&)$�FRXQWULHV��7KLV�PHDQV�WKHLU�SRYHUW\�OHYHO
LV�KLJKHU��7KH�KLJKHU�SRYHUW\�LQGH[�LV�WKHUHIRUH�QRW�RQO\�GXH�WR�LQFRPH�SHU�FDSLWD��UDWKHU�LW�LV�GXH�WR
KDYLQJ�WKH�ORZHVW�OLIH�H[SHFWDQF\�DQG�WKH�ORZHVW�OHYHO�RI�FRPELQHG�HGXFDWLRQDO�HQUROPHQW�

,Q� UHGXFLQJ� RU� HUDGLFDWLQJ� SRYHUW\� WKH� YDULDEOHV� LQ� WKH� GLIIHUHQW� FRPSRQHQWV� PXVW� EH� H[DPLQHG
FDUHIXOO\��7KHQ�FOHDU�SROLFLHV�PXVW�EH�IRUPXODWHG�DQG�LPSOHPHQWHG�ZLWK�D�NH\�VHW�RI�PHDVXUDEOH
WDUJHWV�ZLWKLQ�WLPH�OLPLWV��6RPH�FRXQWULHV�KDYH�H[DPLQHG�WKH�FDXVHV�RI�SRYHUW\�DQG�DWWHPSWHG�WR
GHYHORS�DSSURSULDWH�VWUDWHJLHV� IRU�HUDGLFDWLQJ�SRYHUW\�� ,Q�FHUWDLQ�FDVHV��PXFK�VWUHVV� LV�SXW�RQ� WKH
VRFLDO� VHFWRU� �� SDUWLFXODUO\� RQ� HGXFDWLRQ� DQG� KHDOWK�� 6RPH� FRXQWULHV� KDYH� WULHG� WR� LQFRUSRUDWH
SRYHUW\� LQWR� WKHLU� VWUXFWXUDO� DGMXVWPHQW� SURJUDPPHV� �6$3��� 0DQ\� FRXQWULHV� KDYH� QHJOHFWHG
SRYHUW\� LQ� WKHLUV�� %XW� D� FRPSUHKHQVLYH� ZD\� RI� FRPEDWLQJ� SRYHUW\� LV� QHFHVVDU\�� :KDWHYHU� WKH
VWUDWHJLHV� IRU� SRYHUW\� UHGXFWLRQ� DQG� HUDGLFDWLRQ�� SURSHU� DQG� HIILFLHQW� DOORFDWLRQ� RI� UHVRXUFHV� LV
HVVHQWLDO�� 3URSHU� EXGJHWDU\� DOORFDWLRQ� PXVW� EH� PDGH� PDLQO\� WR� HQKDQFH� VSHQGLQJ� IRU� WKH
HUDGLFDWLRQ�RI�SRYHUW\�� ,Q�VKRUW�� VRXQG�HFRQRPLF�PDQDJHPHQW� LV� FULWLFDOO\� LPSRUWDQW��$�VLWXDWLRQ
ZKLFK��LV�EDGO\�QHHGHG�LQ�WKH�&)$�IUDQF�FRXQWULHV�

����6RPH�,PSRUWDQW�$VSHFWV�RI�&)$�)UDQF�,QVWLWXWLRQV�RQ�WKH�=RQH
V�3HUIRUPDQFH
7KHUH�DUH�VRPH�LPSRUWDQW�IDFWRUV�WKDW�KDYH�KDG�JUHDWHU�LPSDFW�RQ�WKH�HFRQRPLHV�RI�WKH�&)$�IUDQF
]RQH��WKH�H[FKDQJH�UDWH�UHJLPH��FRQYHUWLELOLW\�RI�WKH�&)$�IUDQF�JXDUDQWHHG�E\�WKH�)UHQFK�7UHDVXU\
DQG�WKH�UHODWLYH�LQGHSHQGHQFH�RI�WKH�WZR�UHJLRQDO�FHQWUDO�EDQNV��7KH�VWDELOLW\�RI�WKH�H[FKDQJH�UDWH
LV�D�XQLTXH�FKDUDFWHULVWLF�RI�WKH�]RQH��6WDELOLW\�UHGXFHV�ULVN�DQG�XQFHUWDLQW\��DQG�ORZ�ULVN�DQG�ORZ
XQFHUWDLQW\� DUH� FRQGXFLYH� IRU� HFRQRPLF� JURZWK�� 6WXGLHV� KDYH� VKRZQ� WKDW� IL[HG� H[FKDQJH� UDWH
UHJLPH�RI�&)$�IUDQF�FRXQWULHV�KDV�DOORZHG� WKHVH� FRXQWULHV� WR�PDLQWDLQ� ORZHU� LQIODWLRQ� UDWH� WKDQ
RWKHU� QRQ�&)$� IUDQF� $IULFDQ� FRXQWULHV�� <HW� WKHLU� LQDELOLW\� WR� DGMXVW� WKHLU� H[FKDQJH� UDWHV



�

LQGLYLGXDOO\�PHDQV�WKHLU�HFRQRPLF�JURZWK�LV�PRUH�YXOQHUDEOH� WR� WHUPV�RI� WUDGH�IOXFWXDWLRQ��$V� LW
KDV�EHHQ�VKRZQ�WKDW�IOH[LELOLW\�LV�PRUH�DGMXVWDEOH�WR�H[WHUQDO�VKRFNV��'HYDUDMDQ�DQG�5RGULN�������

6RPH�VWXGLHV�KDYH�DVVHUWHG�WKDW�ERWK�H[FKDQJH�UDWHV�YDULDELOLW\�DQG�PLVDOLJQPHQW�KDYH�WHQGHG�WR
GDPSHQ�H[SRUW�JURZWK�DQG�FRQVHTXHQWO\�HFRQRPLF�JURZWK��$FFRUGLQJ�WR�WKHVH�VWXGLHV��EHFDXVH�RI
YDULDELOLW\� DQG� PLVDOLJQPHQW� UHVRXUFHV� DUH� DOORFDWHG� WR� QRQ�WUDGHG� VHFWRU� ZLWK� LQFUHDVH� LQ
XQFHUWDLQW\� �*KXUD�DQG�*UHQQHV��������6RPH�DXWKRUV�KDYH�FODLPHG� WKDW� WKH�]RQH�PHPEHUV�KDYH
VXIIHUHG� OHVV� IURP� H[FKDQJH� UDWH� LQVWDELOLW\� WKDQ� KDYH� RWKHU� GHYHORSLQJ� FRXQWULHV� �6HPHGR� DQG
9LOOLHX� ������� DQG� WKLV� VKRXOG� KDYH� SURPRWHG� HFRQRPLF� JURZWK�� ,QVWDELOLW\� RI� UHDO� DQG� QRPLQDO
H[FKDQJH� UDWHV�ZDV� ORZHU� IRU� WKH�&)$� IUDQF� ]RQH� FRXQWULHV� WKDQ� LQ� RWKHU�$IULFDQ� FRXQWULHV�� WKH
SHJJLQJ�RI�WKH�&)$�IUDQF�WR�WKH�)UHQFK�IUDQF�UHGXFHV�WKH�ULVN�DQG�XQFHUWDLQW\�LQ�WUDQVDFWLRQV�LQ�WKH
&)$� WKDQ� RWKHU� $IULFDQ� FRXQWULHV�� 7KH� &)$� IUDQF� FRXQWULHV� EHQHILWHG� IURP� WKH� ORZHU� QRPLQDO
H[FKDQJH�UDWHV�LQVWDELOLW\�ZLWKRXW�VDFULILFLQJ�KLJKHU�UHDO�YDULDELOLW\��7KH�&)$�IUDQF�FRXQWULHV�KDYH
VXIIHUHG�GHVSLWH�WKLV�H[FKDQJH�UDWH�YDULDELOLW\�SDUWO\�EHFDXVH�WKH�H[FKDQJH�UDWH�ZDV�PLVDOLJQPHQW
EXW�ZLWK�ORZHU�LQVWDELOLW\�

7KH�FRQYHUWLELOLW\�RI� WKH�&)$�IUDQF�DQG� WKH�JXDUDQWHH�JLYHQ�E\� WKH�)UHQFK�7UHDVXU\� UHGXFHV� WKH
ULVN�RI�GHIDXOW��7KH�]RQH�WKHUHIRUH�KDV�DFFHVV� WR�IRUHLJQ�H[FKDQJH��ZKLFK�FDQ�EH�XVHG� WR� ILQDQFH
FDSLWDO�JRRGV�QHFHVVDU\� IRU�GHYHORSPHQW��7KH� LQVWLWXWLRQDO� UXOHV�PDGH� LW� HDVLHU� WR�REWDLQ� IRUHLJQ
ORDQV��7KLV�FRQWULEXWHG�VLJQLILFDQWO\�WR�KLJKHU�SXEOLF�GHEWV�LQ�WKH�&)$�IUDQF�]RQH�FRXQWULHV�WKDQ�LQ
WKH�QRQ�]RQH�FRXQWULHV��WDEOH�����)RU�WKH�SHULRG������������WKH�]RQH
V�GHEWV�LQFUHDVHG����WLPHV�DV
DJDLQVW����WLPHV�IRU�RWKHU�$IULFDQ�FRXQWULHV��2QH�PD\�WKHUHIRUH�DUJXH�WKDW�WKH�]RQH�KDV�QRW�EHHQ
YHU\�PXFK�FRQVWUDLQHG�E\�FDSLWDO�IRU�GHYHORSPHQW�SXUSRVHV�DV�PXFK�DV�WKH�RWKHU�$IULFDQ�FRXQWULHV�
+RZHYHU��KDYLQJ�HDV\�DFFHVV�WR�FDSLWDO�PD\�QRW�QHFHVVDULO\�PHDQ�WKDW�WKH�FDSLWDO�LV�XVHG�HIILFLHQWO\
IRU�SURGXFWLYH�DFWLYLWLHV��$�FRXQWU\�PD\�LQFUHDVH�LWV�LQGHEWHGQHVV�ZLWKRXW�LQFUHDVLQJ�LWV�SURGXFWLYH
FDSDFLW\�

7KH� LQGHSHQGHQFH�RI� WKH� UHJLRQDO�FHQWUDO�EDQNV�DQG� LWV� UHODWLYH�PRQHWDU\� VWDELOLW\�FRQWULEXWHG� LQ
PDLQWDLQLQJ�ORZ�LQIODWLRQ�UDWH�LQ�WKH�]RQH��6HPHGR�DQG�9LOOLHX��������KDYH�VKRZQ�WKDW�WKH�KLJKHU
WKH�GHJUHH�RI� WKH�FHQWUDO�EDQN
V� LQGHSHQGHQFH�� WKH�ORZHU�WKH�LQIODWLRQ�UDWHV��$IWHU� WKH�PLG�����V�
WKH�LQIODWLRQ�UDWH�ZDV�VWLOO�ORZ�FRPSDUHG�WR�WKDW�LQ�QRQ�&)$�IUDQF�FRXQWULHV�EXW�WKH�JURZWK�UDWH�RI
*'3�RI������ZDV� OHVV�FRPSDUHG� WR������LQ�QRQ�&)$�FRXQWULHV��7KH�SRRU�SHUIRUPDQFH�RI�&)$
IUDQF� FRXQWULHV� RQ� JURZWK� UDWHV� LQ� VSLWH� RI� WKH� ORZ� LQIODWLRQ� ZDV� GXH� WR� SRRU� PDFURHFRQRPLF
SROLFLHV� LPSOHPHQWHG� LQ� WKH� GLIIHUHQW� FRXQWULHV� RI� WKH� ]RQH� GXULQJ� WKH� ODWWHU� SDUW� RI� WKH� ����V
�:RUOG�%DQN�������

0DQ\�VWXGLHV�KDYH�FRQFOXGHG�WKDW� WKH�HIIHFW�RI� LQIODWLRQ�RQ�JURZWK� LV�QHJDWLYH�� WKDW� LV� ORQJ� WHUP
LQIODWLRQ�WHQGV�WR�UHGXFH�JURZWK��7KH�DGYHUVH�HIIHFW�RI�LQIODWLRQ�RQ�JURZWK�LV�EDVHG�RQ�H[SHULHQFH
RI�KLJK�LQIODWLRQ��+RZHYHU��WKH�PDJQLWXGH�RI�HIIHFW�LV�VPDOO��7KLV�FDQ�EH�VHHQ�IURP�%DUUR
V�FURVV
FRXQWU\� VWXG\� WKDW� 
DQ� LQFUHDVH� LQ� WKH� DYHUDJH� LQIODWLRQ� UDWH� E\� ��� SHUFHQW� SRLQWV� SHU� \HDU� LV
HVWLPDWHG�WR�ORZHU�WKH�JURZWK�UDWH�RI�UHDO�SHU�FDSLWDO�*'3�RQ�LPSDFW�E\���������SHUFHQWDJH�SRLQWV
SHU�\HDU
� �%DUUR������S�������6PDOO�DV� LW� LV��FRXOG�EXLOG�XS� WR� ODUJH�JURZWK�UHGXFWLRQ� LQ�D� ORQJHU
SHULRG��+HQFH� WKHUH� VKRXOG�EH� D� MXVWLILHG� LQWHUHVW�PDLQWDLQLQJ�SULFH� VWDELOLW\�� ORZ� LQIODWLRQ��/RZ
LQIODWLRQ� UDWH� LQ� WKH� &)$� IUDQF� ]RQH� VKRXOG� KDYH� EHHQ� FRQGXFLYH� WR� JURZWK�� DOWKRXJK� WKHVH
FRXQWULHV�GRQ
W�VHHP�WR�KDYH�EHQHILWHG�PXFK�IURP�WKH�ORZ�LQIODWLRQ�UDWH�

����0DFURHFRQRPLF�0DQDJHPHQW
6RXQG� PDFURHFRQRPLF� PDQDJHPHQW� SURPRWHV� VWURQJ� DQG� VXVWDLQHG� HFRQRPLF� JURZWK� DQG
GHYHORSPHQW��$� VHW� RI� HFRQRPLF�SROLFLHV�� DUH� XVXDOO\� GHYHORSHG� WR� DWWDLQ� DQG�PDLQWDLQ� ERWK� WKH
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H[WHUQDO�DQG�LQWHUQDO�EDODQFHV�LQ�RUGHU�WR�DFKLHYH�ORQJ�UXQ�HFRQRPLF�JURZWK�DQG�GHYHORSPHQW��$V
WKHVH� &)$� IUDQF� FRXQWULHV� VKRZ�� WKHUH� KDG� EHHQ� LQYHVWPHQW� VDYLQJV� LPEDODQFHV�� &{WH� G
,YRLUH
VKRZV�WKDW�DQQXDO�DYHUDJH�VDYLQJV�KDYH�EHHQ�PRUH�WKDQ�LQYHVWPHQW�ZKLOH�&DPHURRQ�DQG�6HQHJDO
VKRZ�WKH�FRQWUDU\�IRU�WKH���V�DQG���V��7KH�FXUUHQW�DFFRXQW�EDODQFHV�KDYH�ODUJH�QHJDWLYHV�IRU�DOO�WKH
FRXQWULHV��$PLQ�������

&RXQWULHV� WKDW� KDYH� WHQGHG� WR� DGMXVW� KDYH� RXWSHUIRUPHG� WKRVH� WKDW� KDYH� QRW�� ,Q� WKLV� VHQVH� WKH

FRPPLWPHQW�E\�D�JRYHUQPHQW�WR�SROLFLHV�WKDW�DFKLHYH�DQG�PDLQWDLQ�LQWHUQDO�DQG�H[WHUQDO�EDODQFH�LV
ERWK�GLDJQRVWLF�DQG�SUHVFULSWLYH��&RXQWULHV�ZLWKRXW�WKHP�GR�QRW
��/HZLV�DQG�0F3KHUVRQ�������S�
������([SHULHQFH�IURP�WKH�&)$�IUDQF�]RQH�KDYH�VKRZQ�WKDW�WKHVH�FRXQWULHV�KDYH�LQLWLDOO\�WULHG�WR
ILQDQFH�WKHLU�ILVFDO�GHILFLW�DQG�WKHQ�KDYH�EHHQ�IRUFHG�WR�FDUU\�RXW�VRPH�IRUP�RI�DGMXVWPHQW�ZLWKRXW
PXFK� VXFFHVV� �2XVVRX� DQG� %RXDEUH� ������ (NSR� DQG� 1GHEELR� ������ 'HPHU\� ������� 7KH
DGMXVWPHQW�SURFHVV�ZDV�GHOD\HG�LQ�WKH�&)$�)UDQFH�]RQH�FRXQWULHV�UHVXOWLQJ�WR�JUHDWHU�LPEDODQFHV
LQFOXGLQJ�XQVXVWDLQDEOH�GHEW�DFFXPXODWLRQ�

3XEOLF� VDYLQJ� KDV� EHHQ� PRUH� LPSRUWDQW� WKDQ� SULYDWH� VDYLQJ�� $FFRUGLQJ� WR� 6HPHGR� DQG� 9LOOLHQ
������� ORZ� LQWHUHVW� UDWH��ZHDN�EDQNLQJ�VHFWRU�DQG�HDV\�DFFHVV� WR� IRUHLJQ�EDQNV�KDYH�EHHQ�SDUWO\
UHVSRQVLEOH�IRU�ORZ�VDYLQJV��6R�IDU�WKH�OLWHUDWXUH�KDV�VWUHVVHG�RQ�WKH�UHODWLRQVKLS�EHWZHHQ�VDYLQJV
DQG�LQYHVWPHQWV��DQG�WKH�HIIHFWV�RI�LQYHVWPHQW�DQG�VDYLQJ�RQ�JURZWK�DQG�WKH�LPSDFW�RI�IRUHLJQ�DLG�

����)LVFDO�%DODQFH
7KH�PDLQ� DLP�RI� ILVFDO� SROLF\� LV� WR� EDODQFH� WKH� XVH� RI� UHVRXUFHV� RI� WKH� JRYHUQPHQW� DQG� SULYDWH
VHFWRUV��VR�DV� WR�SUHYHQW� LPEDODQFHV�LQ� WKH�HFRQRP\��7KH�ORQJHU� WKH�GHILFLWV�FRQWLQXH� WKH�JUHDWHU
WKH�GHEW�DFFXPXODWLRQ�DQG�WKH�QHHG�IRU�ILVFDO�UHWUHQFKPHQW��ZKLFK�DUH�QHYHU�VPRRWK��$OWKRXJK�WKH
VXVWDLQDELOLW\�RI�GHILFLW�PD\�GHSHQG�RQ�WKH�VL]H�DQG�JURZWK�UDWH�RI� WKH�HFRQRP\�� WKHUH�LV�JHQHUDO
DJUHHPHQW�RQ� WKH�SRVLWLYH� HIIHFW� RI� LQYHVWPHQW�RU� FDSLWDO� IRUPDWLRQ� LQ� HFRQRPLF� JURZWK� ERWK� LQ
GHYHORSLQJ� DQG� GHYHORSHG� HFRQRPLHV��7KH� TXHVWLRQ� LV� KRZ� WR� LPSURYH� DQG� VXVWDLQ� LQYHVWPHQW
V
FRQWULEXWLRQ� WR� HFRQRPLF� JURZWK� JLYHQ� WKH� HVWDEOLVKHG� OLQN� EHWZHHQ� SXEOLF� DQG� SULYDWH
LQYHVWPHQW��� (YLGHQFH� VKRZV� WKDW� LQYHVWPHQW� H[SHQGLWXUH� VXIIHUHG�PRVWO\� GXULQJ� WKH� DGMXVWPHQW
SHULRG�LQ�WKH�&)$�IUDQF�&RXQWULHV��,Q�VRPH�FRXQWULHV��WKH�LQYHVWPHQW�H[SHQGLWXUHV�ZHUH�WKH�ILUVW�WR
EH�FXW��WKXV�UHGXFLQJ�WKH�SURGXFWLYH�FDSDFLW\�RI�WKH�FRXQWU\�

7KH�FRQVXPSWLRQ�WKHRULHV�LPSO\�WKDW�GLVSRVDEOH�LQFRPH�EULQJV�LQ�ILVFDO�LVVXHV��&RQVXPSWLRQ�LV�DQ
LPSRUWDQW�YDULDEOH��ZKLFK�KDV�EHHQ�H[WHQVLYHO\�GLVFXVVHG�LQ�WKH�OLWHUDWXUH��,Q�WKH�VWDELOL]DWLRQ�DQG
VWUXFWXUDO� DGMXVWPHQW� SURJUDPPHV�� WKH� OHYHO� DQG� VL]H� RI� WKH� SXEOLF� DQG� SULYDWH� FRQVXPSWLRQ� LV
LPSRUWDQW��)RU�WKH�SHULRG��������������WKH�UDWLR�RI�WRWDO�FRQVXPSWLRQ�WR�*'3�ZDV�TXLWH�KLJK�LQ�WKH
&)$�IUDQF�FRXQWULHV��LW�ZDV�DERYH������RQ�\HDUO\�DYHUDJH��DGMXVWPHQW�FRQWULEXWHG�LQ�UHGXFLQJ�LW�WR
RQO\������LQ������

$� FRQWLQXHG� LQWHUQDO� GHILFLW�PHDQW� FRQWLQXHG� GHFOLQH� LQ� IRUHLJQ� UHVHUYHV� RU� LQFUHDVH� LQ� H[WHUQDO
GHEW��0RVW�RI�WKH�&)$�FRXQWULHV�ERUURZHG�JUHDWO\�IRU�WKHLU�ILVFDO�RSHUDWLRQ��*HQHUDOO\��WKH�UHVXOW�LV
LQIODWLRQ�� DV� WKH�JURZWK�RI�PRQH\�GHPDQG� LV� UHLQIRUFHG�E\�PRQH\�FUHDWLRQ� WKURXJK� ILVFDO� GHILFLW
ILQDQFLQJ��)XUWKHUPRUH��ZKHQ�H[WHUQDO�ILQDQFLQJ�LV�DYDLODEOH��PRQHWDU\�FRQWURO�FDQ�VOLS�DZD\�YHU\
HDVLO\��7KLV�KDSSHQHG�LQ�WKH�����V�LQ�&{WH�G
,YRLUH�DOWKRXJK�LQ�����V�DFFHVV�WR�H[WHUQDO�ILQDQFLQJ
ZDV� PXFK� GLIILFXOW�� ,W� KDV� EHHQ� VKRZQ� WKDW� WKH� RSHUDWLRQ� DFFRXQW� LV� FRQGXFLYH� IRU� JUHDWHU
LQGHEWHGQHVV�LQ�WKH�&)$�IUDQF�]RQH�VLQFH�WKH�)UHQFK�WUHDVXU\�FDQ�LQWHUYHQH�WR�JLYH�FDVK�DGYDQFH�WR
VXSSRUW� EXGJHWDU\� LPEDODQFHV�� 0
EHW� DQG� 1LDPNH\� ������� KDYH� VKRZQ� WKDW� GHEW� PRYHV� ZLWK
RSHUDWLRQ�DFFRXQW�ZLWK�KLJK�FRUUHODWLRQ�FRHIILFLHQW��DQG�RSHUDWLRQ�DFFRXQWV�ZLWK�SRVLWLYH�EDODQFH
SHUPLWV�JUHDWHU�LQGHEWHGQHVV��7KH�KLJK�GHILFLWV��ZKLFK�KDYH�SHUVLVWHG�LQ�PRVW�$IULFDQ�FRXQWULHV��DUH
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GXH�WR�KLJK�JRYHUQPHQW�VSHQGLQJ�ZKHQ�UHYHQXHV�ZHUH�LQFUHDVLQJ�DQG�H[RJHQRXV�IDFWRUV�ZRUVHQHG
WKH� ILVFDO� VLWXDWLRQ��+HQFH� WKH�GLIIHUHQFHV� LQ� WKHLU� ILVFDO� EDODQFH�RU�PDFURHFRQRPLF�SHUIRUPDQFH
ZHUH�GXH�WR�WKHLU�GLIIHUHQW�SROLF\�VWUDWHJ\�DQG�LPSOHPHQWDWLRQ��DV�H[SHULHQFH�VHHPV�WR�EH�VKRZLQJ�

0DFURHFRQRPLF�UHIRUP�PHDVXUHV�WDNHQ�WR�UHVWRUH�ILVFDO�EDODQFH�KDYH�PDLQO\�UHTXLUHG�UHGXFWLRQ�LQ
SXEOLF�H[SHQGLWXUHV��0DQ\�JRYHUQPHQWV�ILQG�LW�HDVLHU� WR�SRVWSRQH�LQYHVWPHQW� LQ� WKH�VRFLDO�VHFWRU
WKDQ�WR�FXW�FXUUHQW�H[SHQGLWXUHV�VXFK�DV�SXEOLF�ZRUNHUV
�ZDJHV��:RUOG�%DQN��������5H�UHFXUUHQW
VSHQGLQJ�LV�RIWHQ�SURWHFWHG�DW�WKH�H[SHQVH�RI�FDSLWDO�VSHQGLQJ��$PLQ��������3XEOLF�LQYHVWPHQW�DV�D
SHUFHQWDJH�RI�*'3�IHOO�VWHHSO\�LQ�D�PDMRULW\�RI�DGMXVWLQJ�FRXQWULHV��7KH�IDOO�ZDV�VWHHSHU�LQ�WKH�&)$
FRXQWULHV� WKDQ� LQ� RWKHU� FRXQWULHV� ZKRVH� PDFURHFRQRPLF� SROLFLHV� LPSURYHG�� $PRQJ� WKH� &)$
FRXQWULHV��WKH�IDOO�LQ�SXEOLF�LQYHVWPHQW�ZDV�KLJKHU�IRU�RLO�SURGXFLQJ�FRXQWULHV��:RUOG�%DQN�������
*URVV�LQYHVWPHQW�DOVR�GHFOLQH�DORQJVLGH�SXEOLF� LQYHVWPHQW��7KH�UHODWLYHO\� ORZ�LQYHVWPHQW�UDWH� LQ
WKH�&)$�IUDQF�FRXQWULHV�LV�VXUHO\�QRW�WKH�RQO\�REVWDFOH�WR�ORQJ�WHUP�JURZWK�LQ�WKH�UHJLRQ��*URZWK
FRXOG�EH�LQFUHDVHG�WKURXJK�HIILFLHQW�XVH�RI�FDSLWDO��ZKLFK�HYHQWXDOO\�PDNH�XS�IRU�WKH�ORZ�OHYHO�RI
LQYHVWPHQW�� $Q� HQDEOLQJ� HQYLURQPHQW� KDYLQJ� DGHTXDWH� LQIUDVWUXFWXUH� LV� QHFHVVDU\� WR� HQFRXUDJH
SULYDWH�LQYHVWRUV�

����35,0$5<�(;3257�%$6(

7KH�GHFOLQLQJ�WHUPV�RI�WUDGH�IRU�SULPDU\�SURGXFW�H[SRUWV�UHODWHG�WR�IDOO�LQ�UHODWLYH�SULFHV�RI�SULPDU\
FRPPRGLWLHV�� DQG� WKH� LPSDFW� RI� YRODWLOLW\� RQ� H[SRUW� SULFHV� RQ� LQYHVWPHQW� DUH� VDLG� WR� UHVXOW� LQ
UHGXFWLRQ�LQ�WKH�JURZWK�RI�SULPDU\�H[SRUW�SURGXFLQJ�FRXQWULHV��7KLV�LV�WKH�FDVH�HVSHFLDOO\�ZLWK�WKH
&)$�IUDQF�]RQH�FRXQWULHV��7KLV�WKHVLV�KDV�EHHQ�VWURQJO\�VXSSRUWHG�E\�3UHELVFK�DQG�6LQJHU� LQ� WKH
����V��7KH\�KROG�WKDW� WKH� ORQJ�UXQ�GRZQZDUG� WUHQG�RI�SULFHV�RI�SULPDU\�SURGXFWV� UHODWLYH� WR� WKH
SULFHV�RI�PDQXIDFWXUHV�KDYH�SURGXFHG�SRRU�JURZWK�SHUIRUPDQFH�RI�SULPDU\�SURGXFLQJ�FRXQWULHV��,Q
WKH�$IULFDQ�FRQWH[W��LQYHVWPHQW�DQG�JURZWK�KDYH�WHQGHG�WR�LQFUHDVH�ZLWK�LPSURYHPHQW�LQ�WKH�UHDO
H[FKDQJH�UDWH�DQG�WHUPV�RI�WUDGH��DOWKRXJK�%OHDQH\�DQG�*UHHQDZD\��������UHFHQWO\�IRXQG��XVLQJ
FURVV�VHFWLRQDO�GDWD��WKDW�IOXFWXDWLRQ�LQ�WHUPV�RI� WUDGH�DQG�UHDO�H[FKDQJH�UDWH�GR�QRW�VLJQLILFDQWO\
DIIHFW� JURZWK��$OVR� WKH� DUJXPHQW� WKDW� YRODWLOLW\�RI� WKH� SULFHV� RI� SULPDU\� H[SRUW� SURGXFWV� FUHDWHV
PXFK� LQVWDELOLW\� RI� H[SRUW� UHYHQXH� VHHPHG� QRW� WR� KDYH� EHHQ� VXSSRUWHG� LQ� WKH� FXUUHQW� OLWHUDWXUH�
,QVWHDG� LW� LV�VKRZQ� WKDW� WKH� ORQJ� UXQ�GRZQZDUG� WUHQG�RI�SULFH�RI�SULPDU\�H[SRUWV� LV� VORZ��6RPH
DUJXH� WKDW� TXDOLW\� LPSURYHPHQW� LQ�PDQXIDFWXUHV� LV� KDUGO\� FDSWXUHG� LQ� SULFH� LQGLFHV��$W� EHVW� WKH
HYLGHQFH� IRU� IOXFWXDWLRQ� LQ� H[SRUW� UHYHQXH� FDXVLQJ� SRRU� SHUIRUPDQFH� LQ� LQYHVWPHQW� LV� PL[HG
�0DL]HO�������.UXHJHU�������

<HW� WKHUH� LV� VRPH� HYLGHQFH� WR� VXJJHVW� WKDW� VSHFLDOL]DWLRQ� RQ� SULPDU\� H[SRUWV� LV� QHJDWLYHO\
FRUUHODWHG�ZLWK�JURZWK��6DFKV�DQG�:DUQHU�������6DOD�L�0DUWLQ��������7KH�WHUPV�RI� WUDGH�GHFOLQH
ZHUH�PRUH�SURQRXQFHG�LQ�WKH�&)$�IUDQF�]RQH�FRXQWULHV� WKDQ�LQ�WKH�QRQ�&)$�IUDQF�FRXQWULHV��$W
WKH�VDPH�WLPH�WKH�&)$�IUDQF�]RQH�FRXQWULHV�IDFHG�KLJK�DSSUHFLDWLRQ�RI�WKHLU�H[FKDQJH�UDWHV��7KLV�LV
TXLWH� LPSRUWDQW� EHFDXVH� WKH� FRPELQHG� WZR� HIIHFWV� IXUWKHU� UHGXFHG� WKH� &)$� IUDQF� FRXQWULHV

FRPSHWLWLYHQHVV� �SDUWLFXODUO\�� LQ� WKH� LQWHUQDWLRQDO� PDUNHWV�� $V� WKHLU� UHVRXUFHV� VKLIW� WR� WKH� QRQ�
WUDGDEOH� VHFWRU�� WKHLU� WUDGDEOH� VHFWRU� EHFRPH� OHVV� FRPSHWLWLYH� LQWHUQDWLRQDOO\�� %RWK� WKHRUHWLFDO
DUJXPHQWV�DQG�HPSLULFDO�HYLGHQFH�SRLQW�WR�WKH�IDFW�WKDW�IOH[LEOH�H[FKDQJH�UDWHV�DOORZ�IRU�HIILFLHQW
DOORFDWLRQ�RI�UHVRXUFHV�LQ�WKH�HFRQRP\�DQG�FRQVHTXHQWO\�ZLWK�D�VLJQLILFDQW�LPSDFW�RQ�JURZWK�

$W�WKH�PDFUR�OHYHO��WKH�H[SRUW�SULFH�YRODWLOLW\�FDQ�LPSDFW�RQ�WKH�WUDGH�EDODQFH�FDXVLQJ�IDU��UHDFKLQJ
SROLF\�DGMXVWPHQW�SUREOHP��7KH�GHSUHFLDWLRQ�RI�WKH�86�GROODU�YLV�j�YLV�WKH�)UHQFK�IUDQF�DIWHU������
OHG�WR�DQ�RYHUYDOXDWLRQ�RI�WKH�&)$�IUDQF�ZLWK�UHVSHFW�WR�RWKHU�FXUUHQFLHV��7KLV�UHVXOWHG�LQ�WKH�ORVV
LQ� WKH�H[WHUQDO�FRPSHWLWLYHQHVV�RI� WKH�HFRQRPLHV�RI� WKH�]RQH�YLV�j�YLV�RWKHU�QRQ�&)$�FRXQWULHV�
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$GMXVWPHQW� WR� VKRFNV� LQ� FRXQWULHV�ZLWK� IOH[LEOH� H[FKDQJH� UDWHV� KDV� WHQGHG� WR� EH� HDVLHU� WKDQ� LQ
WKRVH�ZLWK�IL[HG�UDWHV��7KH�ORQJ�UXQ�HIIHFW�RI�DQ�RYHUYDOXHG�H[FKDQJH�UDWH�RQ�GRPHVWLF�H[SRUWV�DQG
UHYHQXH�FDQ�EH�KXUWLQJ��7KLV�LV�PXFK�IHOW�LQ�WKH�DJULFXOWXUDO�VHFWRU��ZKLFK�DUH�PRUH�YXOQHUDEOH�WR
LQWHUQDWLRQDO�VKRFNV�DQG�LV�WKH�PDMRU�VRXUFH�RI�LQFRPH�IRU�FRXQWULHV�RI�WKH�]RQH��)URP�H[SHULHQFH�
LW�LV�EHFRPLQJ�LQFUHDVLQJO\�FOHDU�WKDW�WKH�LQWHUDFWLRQ�RI�WKH�VKRFNV�ZLWK�LQWHUQDO�SROLF\�UHVSRQVH�LV
PXFK� PRUH� LPSRUWDQW� WKDQ� WKH� VKRFNV� WKHPVHOYHV�� %HWWHU� JURZWK� SHUIRUPDQFH� LQ� $VLD� WKDQ� LQ
$IULFD� LQ� WKH�����V�DQG�����V�ZDV� DV� D� UHVXOW� RI� VRXQG�DQG�EHWWHU�PDFURHFRQRPLF�PDQDJHPHQW
WKDQ� SXUHO\� WUDGH� OLEHUDOL]DWLRQ�� &RXQWULHV�� ZKLFK� DWWDLQHG� KLJK� JURZWK� UDWHV�� GLG� VXFFHHG� LQ
SUHYHQWLQJ�ODUJH�PDFURHFRQRPLF�LPEDODQFHV��)LVFKHU�������/LWWOH�HW�DO�������%OHDQH\��������:LWK
D� IL[HG�H[FKDQJH� UDWH�� WKH�FRXQWULHV�RI� WKH� IUDQF�]RQH�ZHUH�XQDEOH� WR�DGMXVW� WKHLU� H[FKDQJH� UDWH�
ZKLFK� KDG� EHFRPH� RYHUYDOXHG�� UHQGHULQJ� H[SRUWV� OHVV� FRPSHWLWLYH�� 7KH� LQWHUQDO� DGMXVWPHQW
PHDVXUHV�XVHG�E\�DOO�WKH�]RQH�PHPEHUV�IDLOHG�

)ROORZLQJ� WKH������&)$�GHYDOXDWLRQ��PDQ\�H[SRUWLQJ�SURGXFLQJ�XQLWV� VKRZHG�VRPH� LQFUHDVH� LQ
FDSDFLW\� XWLOL]DWLRQ� UDWKHU� WKDQ� H[SDQVLRQ� LQ� FDSDFLW\�� ,PSURYHPHQW� LQ� H[SRUW� RI� PDQXIDFWXUHG
JRRGV�RU�H[SRUWV�LQ�JHQHUDO�FRXOG�KDYH�ERRVWHG�DQG�VXVWDLQHG�ZLWK�PRUH�DSSURSULDWH�SROLFLHV��2Q
WKH� TXHVWLRQ� RI� GLYHUVLILFDWLRQ� RI� H[SRUWV�� SURFHVVHG� SULPDU\� H[SRUWV� DQG�PDQXIDFWXUHG� H[SRUWV�
HYLGHQFH�VKRZV�YHU\�OLPLWHG�FDSDFLW\��7KH�DYHUDJH�VKDUH�RI�PDQXIDFWXUHG�H[SRUWV�LQ�WRWDO�H[SRUWV
LV�YHU\�OLPLWHG�DQG�UHPDLQV�YHU\�ORZ�ERWK�IRU�&)$�IUDQF�DQG�1RQ�&)$�IUDQF�FRXQWULHV��WDEOH���
�%ODFNKXUVW� DQG�/\DNXUZD��������)RU� WUDGH� WR� DFW� DV� D� VWURQJ� VWLPXOXV� WR� HFRQRPLF� JURZWK� DQG
GHYHORSPHQW��H[SRUW�FRPSRVLWLRQ�PXVW�FKDQJH��7KHUH�EH�PXVW�EH�D�VKLIW�IURP�SULPDU\�H[SRUWV�WR
PRUH�YDOXH�DGGHG���SURFHVVHG�JRRGV�DQG�PDQXIDFWXUHG�JRRGV�

����7UDQVSRUW�&RVWV
2QH�FDQQRW�QHJOHFW�WKH�SUREOHP�RI�WUDQVSRUW�FRVWV��ZKLFK�DUH�YHU\�KLJK�LQ�$IULFD�DV�FRPSDUHG�WR
RWKHU�GHYHORSLQJ�SDUWV�RI�WKH�ZRUOG��%ODFNKXUVW�DQG�/\DNXUZD�������

$� PDMRU� KLQGUDQFH� WR� LQWHUQDWLRQDO� WUDGH� LV� WKH� ODFN� RI� HIILFLHQW� WUDGH� LQIUDVWUXFWXUH� DQG� WUDGH�
UHODWHG� VHUYLFHV�� 7KLV� SRVHV� JUHDW� ULVN� RI� H[FOXGLQJ� PRVW� $IULFDQ� FRXQWULHV� IURP� WKH� JOREDO
HFRQRP\��,Q�GRPHVWLF�WUDQVSRUW�LQIUDVWUXFWXUH��WKH�QRQ�&)$�IUDQF�FRXQWULHV�WHQG�WR�GR�EHWWHU�WKDQ
WKH� &)$� IUDQF� FRXQWULHV�� ,Q� ����� WKHUH� ZHUH� PRUH� SDYHG� SULPDU\� URDGV� RI� NLORPHWUHV� SHU� RQH
PLOOLRQ�SHUVRQV�LQ�QRQ�&)$�IUDQF�FRXQWULHV�WKDQ�LQ�WKH�IUDQF�]RQH�FRXQWULHV��:RUOG�%DQN�������
7KLV�UHIOHFWV�WKH�H[WHQW�RI�PRELOLW\�RI�JRRGV�DQG�SHUVRQV�LQ�WKHVH�FRXQWULHV�

%\�IDU��VHD�WUDQVSRUW�LV�WKH�SULQFLSDO�PRGH�RI�PRYLQJ�JRRGV�IURP�SODFH�WR�SODFH��7KH�H[SDQVLRQ�RI
FDUJR�WUDQVSRUW�KDV�PHDQW�D�GHFOLQH�LQ�IUHLJKW�UDWHV�IURP�������LQ�YDOXH�LQ������WR�������LQ������
%XW� WKH�DYHUDJH�FRVWV� LQ�GHYHORSLQJ�FRXQWULHV�SDUWLFXODUO\� LQ�$IULFD�ZHUH�PXFK�KLJKHU�� ,Q�$IULFD
WKH� IUHLJKW� UDWHV�ZHUH� KLJKHU� E\� ����� LQ� ������ ,Q� WKH�PDULWLPH� VHFWRU�� WKH�&)$� IUDQF� FRXQWULHV
SDUWLFXODUO\�&DPHURRQ��6HQHJDO�DQG�&{WH�G
,YRLUH�KDYH�VHULRXV�SUREOHPV�ZLWK� WKHLU� LQIUDVWUXFWXUH
DQG�SROLF\�IUDPHZRUN��,Q�&DPHURRQ��WKH�'RXDOD�SRUW�ZKHUH�����RI�WUDIILF�JRHV��WKHUH�LV�UHGXFHG
DFFHVV�SDUWO\�GXH�WR�SRRU�PDLQWHQDQFH��RXWGDWHG�HTXLSPHQW�DQG�FRQJHVWLRQ��7KH�SRRU� ORFDWLRQ�RI
WKH� SRUW� PHDQV� FRQWLQXRXV� PDLQWHQDQFH� IRU� HQRXJK� GHSWK� IRU� ELJ� VKLSV� WR� ERDUG�� 7KH� UHTXLUHG
UHVRXUFHV�IRU�WKLV�SXUSRVH�LV�TXLWH�KLJK�DQG�FRVWO\��6RPH�FRPSDQLHV�VHHN�RWKHU�PHDVXUHV�WR�DYRLG
WKHVH�FRQVWUDLQWV�EXW�WKLV�UDLVHV�FRVWV�DQG�UHGXFHV�WKH�FRPSHWLWLYHQHVV�RI�WKH�FRXQWU\
V�JRRGV�

2Q�DYHUDJH�WKH�&)$�IUDQF�FRXQWULHV�KDYH�YHU\�KLJK�FKDUJHV��,Q�6HSWHPEHU�������WKH�FKDUJHV�SDLG
E\� VKLSV� LQ�'RXDOD� �&DPHURRQ��ZHUH������PLOOLRQ�&)$� IUDQF�� ����PLOOLRQ�&)$� IUDQFV� LQ�'DNDU
�6HQHJDO�� ZKLOH� ���� PLOOLRQ� &)$� IUDQFV� EHLQJ� WKH� DYHUDJH� LQ� VRPH� RWKHU� $IULFDQ� VHDSRUWV�
&DPHURRQ�KDV�WKH�KLJKHVW�FKDUJHV��$QG�WKH�RWKHU�FRXQWULHV��H[FHSW�%HQLQ��KDYH�FKDUJHV�DERYH�WKH
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UHJLRQDO�DYHUDJH��&RQVLGHULQJ�WDULIIV��LPSRUW�GXWLHV�RQ�D�WRQ�RI�ULFH�DUH�����&)$�IUDQF�LQ�'RXDOD�
DV�FRPSDUHG�WR�����&)$�IUDQFV�LQ�/LEUHYLOOH��DQG�����&)$�IUDQFV�LQ�'DNDU��7KLV�LV�FRXSOHG�ZLWK
SRRU� LQVWLWXWLRQDO�RUJDQL]DWLRQ�RI� WKH�SRUW��ZKLFK� LQFUHDVHV� WKH�FRVW�RI�GRLQJ�EXVLQHVV��7KHUH�DUH
PDQ\� LQVWLWXWLRQV� RSHUDWLQJ� ZLWK� RYHUODSSLQJ� IXQFWLRQV� �1MLQNHX� DQG�0RPNDP� ������ FRXOG� EH
IXVHG�WRJHWKHU�

2QH�PDMRU� SUREOHP� LV� RUJDQL]DWLRQDO� DQG�PDQDJHULDO�� QHHGLQJ� SURSHU� WUDLQLQJ� DQG� DOORFDWLRQ� RI
UHVRXUFHV��%HLQJ�FRPSHWLWLYH�PHDQV�EHLQJ�DEOH�WR�SURGXFH�DQG�VHOO�DW�OHDVW�FRVW�RU�DW�FRPSHWLWLYH
SULFHV��7KH�FRVW�RI�GRLQJ�EXVLQHVV�PXVW�EH�DW�EDUH�PLQLPXP�WKURXJK�LQSXW�FRVW�UHGXFWLRQ��FRQVWDQW
LQIUDVWUXFWXUH�GHYHORSPHQW�DQG� WUDQVSRUW� FRVW� UHGXFWLRQ��6WXGLHV�KDYH� VKRZQ� WKDW� WKH�&)$� IUDQF
FRXQWULHV� KDYH� SRRU� TXDOLW\� RI� VHUYLFH�� ,QFUHDVHG� FRPSHWLWLYHQHVV� LV� HVVHQWLDO� IRU� ORQJ� UXQ
HFRQRPLF�JURZWK�DQG�GHYHORSPHQW�

����&RVW�RI�3URGXFWLRQ
+LJK�FRVW� RI�SURGXFWLRQ� LV� SDUWO\�GXH� WR�KLJK� FRVW� RI� ODERXU� LQSXW�PDLQO\� EHFDXVH� RI� GRZQZDUG
ULJLG� QRPLQDO�ZDJH� UDWH�� ULJLGLW\� LQ� LQVWLWXWLRQ� DQG� ODERXU� PDUNHW� SROLFLHV�� 0LQLPXP� ZDJH
OHJLVODWLRQ�DUH�SDUWLFXODUO\�KLJK� LQ�&)$�IUDQF�FRXQWULHV�� VDODU\�VFDOHV�DUH�VHW�DFFRUGLQJ� WR� IRUPDO
HGXFDWLRQ�DQG�WUDLQLQJ��7KH�HPSOR\PHQW�DQG�WHUPLQDWLRQ�SURFHGXUHV�DUH�OHQJWK\��7KHUH�KDYH�EHHQ
VRPH�UHIRUPV�LQ�UHFHQW�\HDUV�DOWKRXJK�PXFK�RI�WKH�QHZ�HPSOR\PHQW�KDV�EHHQ�FRQFHQWUDWHG�LQ�ORZ
UHPXQHUDWLRQ�DFWLYLWLHV��1MLQNHX�DQG�0RQNDP�������

,W�LV�JHQHUDOO\�DUJXHG�WKDW�LQ�GHFLGLQJ�ZKHWKHU�WR�SXUVXH�D�IL[HG�RU�IOH[LEOH�H[FKDQJH�UDWH�SROLF\��LW
LV�ZKHWKHU�QRPLQDO�ZDJH�UDJH�IOH[LELOLW\�H[LVWV��,I�ZDJH�ULJLGLW\�H[LWV�DV�LW�GRHV�LQ�PRVW�&)$�IUDQF
]RQH�FRXQWULHV��WKHQ�WKH�IOH[LEOH�H[FKDQJH�UDWH�LV�GHVLUDEOH��7KLV�LV�EHFDXVH�DQ�DGYHUVH�VKRFN�FRXOG
KDYH� ODUJH� HPSOR\PHQW� DQG� RXWSXW� FRVWV� ZLWKLQ� D� IL[HG� H[FKDQJH� UDWH� UHJLPH�� 7KH� VLWXDWLRQ� RI
PDQ\�&)$�IUDQF�]RQH�FRXQWULHV�DIWHU�WKH�PLG�����V�ZDV�WKDW�RI�KLJK�XQHPSOR\PHQW�DQG�GHFOLQHG
RXWSXW��0RVW�RI�WKH�XQHPSOR\HG�LV�EHLQJ�DEVRUEHG�E\�WKH�LQIRUPDO�VHFWRU��ZKLFK�LV�FKDUDFWHUL]HG
E\� ZDJH� IOH[LELOLW\�� 7KLV� KDV� YHU\� VWURQJ� LPSOLFDWLRQ� IRU� WKH� IUDQF� ]RQH� SDUWLFXODUO\� RQ� WKH
GHWHUPLQDWLRQ� RI� WKH� ZDJH� VWUXFWXUHV�� &RQVLGHULQJ� VRFLDO� �LQFOXGLQJ� SRYHUW\�� FRQFHUQV�� WKH
JRYHUQPHQWV� KDYH� WR� ILQG� ZD\V� LQ� LQYHVWLQJ� KHDYLO\� LQ� WKH� SK\VLFDO� DQG� KXPDQ� FDSLWDO� LQ� WKH
UHVSHFWLYH�FRXQWULHV�LQ�RUGHU�WR�LPSURYH�RQ�WKHLU�SURGXFWLYH�FDSDFLW\�DQG�FRQVHTXHQWO\�RQ�RXWSXW�
JURZWK�DQG�ZHOOEHLQJ�RI�WKH�SHRSOH�

����5($/�(;&+$1*(�5$7(

7KH�UHDO�H[FKDQJH�UDWH��5(5��SOD\V�DQ�LPSRUWDQW�FHQWUDO�UROH�LQ�DQ�HFRQRP\��,W�JLYHV�UHODWLYH�SULFH
VLJQDOV� IRU� LQWHU�VHFWRUDO� UHVRXUFH� WUDQVIHUV�� 7KH� 5(5� UHIOHFWV� WKH� LQFHQWLYH� VWUXFWXUH� WKDW
HQFRXUDJHV� WKH� DOORFDWLRQ� RI� UHVRXUFHV� DFURVV� VHFWRUV� DQG� JLYHV� DQ� LQGH[� WR� MXGJH� WKH� H[WHQW� WR
ZKLFK� D� FRXQWU\
V� WUDGDEOH� VHFWRU� LV� LQWHUQDWLRQDO� FRPSHWLWLYH�� &RXQWULHV� EHORQJLQJ� WR� WKH� IUDQF
]RQH� KDYH� WKHLU� FXUUHQFLHV� SHJJHG� WR� WKH� )UHQFK� IUDQF� DW� D� IL[HG� UDWH�� 7KLV� KDV� QRW�� KRZHYHU
JXDUDQWHHG� WKH� VWDELOLW\� RI� WKH� QRPLQDO� H[FKDQJH� UDWH� DJDLQVW� RWKHU� FXUUHQFLHV�� ,W� KDV� DOVR� EHHQ
GLIILFXOW� WR� DYRLG� VHYHUH�5(5�RYHU�YDOXDWLRQ� UHODWLYH� WKH� HTXLOLEULXP� OHYHO�� WKXV� FDXVLQJ� VHULRXV
VWDELOL]DWLRQ�DQG�VWUXFWXUDO�DGMXVWPHQW�SUREOHPV��5(5�GHSUHFLDWLRQ�KDV�ERWK�VKRUW�UXQ�DQG�ORQJ�UXQ
LPSDFWV��,Q�WKH�VKRUW�UXQ�WKHUH�LV�D�WHQGHQF\�RI�FRQWUDFWLQJ�DJJUHJDWH�GHPDQG�DQG�LQ�WKH�ORQJ�UXQ
WKH�LPSDFW�LV�RQ�VXSSO\�DV�UHVRXUFHV�DUH�DOORFDWHG�IURP�WKH�QRQ�WUDGDEOH�WR�WKH�WUDGDEOH�DFWLYLWLHV�
+RZHYHU��WKH�LPSDFW�RI�UHDO�GHSUHFLDWLRQ�RQ�RXWSXW�JURZWK��LQ�WKH�ORQJ�UXQ��ZRXOG�EH�LQIOXHQFHG
E\�WKH�WUDGHG�JRRGV�LQ�WKH�WRWDO�RXWSXW�DQG�WKH�VWUXFWXUH�RI�WKH�HFRQRP\�



��

����0HDVXULQJ�5HDO�([FKDQJH�5DWH
7KHUH�LV�FRQVHQVXV�DPRQJ�HFRQRPLVWV�WKDW�PDLQWDLQLQJ�ORQJ�UXQ�HTXLOLEULXP�OHYHO�RI�UHDO�H[FKDQJH
UDWH�VHQGV�WKH�FRUUHFW�VLJQDOV�WR�HFRQRPLF�DJHQWV��SHUPLWWLQJ�HIILFLHQW�UHVRXUFHV�DOORFDWLRQ�DQG�WKLV
LQFUHDVH�HFRQRPLF�JURZWK�VWDELOLW\�DQG�LQFUHDVH�LQ� WKH�FRXQWU\
V�ZHOIDUH��%XW�D�PDMRU�SUREOHP�LV
KRZ� WR�GHWHUPLQH�ZKHWKHU� WKH� UHDO� H[FKDQJH� UDWH� LV� DW� WKH� ORQJ� UXQ�HTXLOLEULXP�RU� LW� LV�PLVDOLJQ
ZLWK�UHVSHFW�WR�WKH�ORQJ�UXQ�HTXLOLEULXP�OHYHO��$QG�LI�LW�LV�RXW�RI�OLQH�ZKDW�WR�GR�DERXW�LW��7KHUH�LV�D
GLVWLQFWLRQ�EHWZHHQ�QRPLQDO�H[FKDQJH�UDWH�DQG�UHDO�H[FKDQJH�UDWH��1RPLQDO�H[FKDQJH�UDWH� LV� WKH
FRQFHSW�RI�PHDVXULQJ�WKH�UHODWLYH�FXUUHQF\�SULFHV��7KH�OLWHUDWXUH�RQ�UHDO�H[FKDQJH�UDWH�JLYHV�PDQ\
GHILQLWLRQV��&XUUHQWO\�ZH�FDQ�FLWH�DERXW�ILYH�GHILQLWLRQV��ZKLFK�PD\�JLYH�GLIIHUHQW�LPSOLFDWLRQV�DQG
VRPH� FRQIXVLRQ�� 6RPH� ZULWHUV� GHILQH� UHDO� H[FKDQJH� UDWH� DV� UHODWHG� WR� UHODWLYH� SULFHV� ZLWKRXW
DJUHHPHQW� RQ�ZKLFK� UHODWLYH� SULFHV� VKRXOG� EH� XVHG��.QRZLQJ� WKH� FXUUHQF\� RU� FXUUHQFLHV��ZKLFK
VKRXOG�EH�XVHG� LQ�PHDVXULQJ� WKH� UHDO� H[FKDQJH� UDWH�� LV� RI� JUHDW� LPSRUWDQFH�� ,Q� WKH� FDVH� RI�&)$
IUDQF�ZLWK�WKH�)UHQFK�IUDQF�RU�WKH�(XUR��WKH�VLWXDWLRQ�LV�FOHDU�

7KHUH� DUH� GLIILFXOWLHV� LQ� FODVVLI\LQJ� FRPPRGLWLHV� LQWR� WUDGDEOH� DQG� QRQ�WUDGDEOH�� DQG� LGHQWLI\LQJ
UHDO� ZRUOG� SULFH� RI� WUDGDEOH� DQG� QRQ�WUDGDEOH�� SDUWO\� EHFDXVH� RI� KLJK� OHYHO� DJJUHJDWLRQ� LQ� WKH
QDWLRQDO�DFFRXQWV�ZLWK�QR�VHFWRU�LQ�WKH�HFRQRP\�QRW�SURGXFLQJ�ERWK�WUDGDEOH�DQG�QRQ�WUDGDEOH��$OO
WKHVH�PDNH�WKH�DSSOLFDWLRQ�RI�WKH�IRUPXODH�GLIILFXOW��VXFK�WKDW�SUR[LHV�RI�WKHVH�YDULDEOHV�DUH�XVHG
EXW�HDFK�SUR[\�DOVR�SRVHV�VRPH�SUREOHPV��)RU�PRVW�SXUSRVHV�WKH�UHDO�H[FKDQJH�UDWH�LQGH[HV�KDYH
EHHQ�FRQVWUXFWHG�E\�XVLQJ�WKH�IRUHLJQ�:3,�RU�ZHLJKWHG�DYHUDJH�RI�IRUHLJQ�:3,V�LQ�WKH�QXPHUDWRU
DQG� WKH� GRPHVWLF� FRXQWU\
V� &3,� LQ� WKH� GHQRPLQDWRU�� )RU� RQH� UHDVRQ�� WKHVH� LQGH[HV� DUH� HDV\� WR
FRPSXWH�DQG�SRVVLEOH�WR�FRQVWUXFW�IRU�PDQ\�FRXQWULHV��$V�5(5�LV�DQ�LPSRUWDQW�LQGH[�LQGLFDWLQJ�WKH
GHJUHH� RI� FRPSHWLWLYHQHVV� RI� D� FRXQWU\
V� HFRQRP\�� WKH� PHDVXUHPHQW� VKRXOG� LQFOXGH� WKH
LQIRUPDWLRQ�ZKLFK�UDWLRQDO�HFRQRPLF�DJHQWV�ZRXOG�XVH�ZKHQ�PDNLQJ�WKHLU�FKRLFH�DPRQJ�GLIIHUHQW
UHVRXUFHV�RU�JRRGV��7KLV�GHSHQGV�RQ�WKH�FKRLFH�RI�SUR[LHV�IRU�WUDGDEOH�DQG�QRQ�WUDGDEOH��(GZDUGV
������$PLQ�DQG�$ZXQJ�������7KHUH�DUH�PDQ\�SUR[LHV�HDFK�ZLWK�DGYDQWDJHV�DQG�GLVDGYDQWDJHV�

'LIIHUHQW� VXJJHVWLRQV� KDYH� EHHQ�PDGH� RQ� KRZ� WR� XVH� WKHVH� LQGH[HV��%RWK� IRUHLJQ� DQG� GRPHVWLF
FRQVXPHU�SULFH�LQGH[HV�KDYH�EHHQ�XVHG�IRU�FDOFXODWLQJ�333��+RZHYHU��WKH�,QWHUQDWLRQDO�0RQHWDU\
)XQG�FDOFXODWHV�WKH�5(5�E\�XVLQJ�WKH�UHDO�HIIHFWLYH�H[FKDQJH�UDWH��5((5���7KH�)XQG�GHILQHV�WKH
5((5�DV� 
WKH�QRPLQDO�HIIHFWLYH�H[FKDQJH�UDWH� LQGH[�DGMXVWHG� IRU� UHODWLYH�PRYHPHQWV� LQ�QDWLRQDO
SULFH�FRVW�LQGLFDWRUV�RI�WKH�KRPH�FRXQWU\�DQG�VHOHFWHG�FRXQWULHV
��,0)������3[���7KLV�LV�GRQH�IRU
FRPSDUDELOLW\��$Q�LQFUHDVH�LQ�WKH�LQGH[�UHIOHFWV�DQ�DSSUHFLDWLRQ��$V�VKRZQ�LQ�WDEOH���WKH�FRXQWULHV
LQ�WKH�WDEOH�GR�QRW�KDYH�WKH�VDPH�OHYHO�RI�DSSUHFLDWLRQ��3ULRU�WR�WKH������&)$�IUDQF�GHYDOXDWLRQ�
7RJR�DQG�*DERQ�KDG�PXFK�KLJKHU�OHYHOV�RI�DSSUHFLDWLRQ�WKDQ�WKH�RWKHU�FRXQWULHV��%XW�QHDUO\�DOO�WKH
FRXQWULHV�H[SHULHQFHG�PXFK�KLJKHU�OHYHO�RI�DSSUHFLDWLRQ�LQ�WKH�ODWH�����V��,W�LV�LPSRUWDQW�LI�ZH�WDNH
LQWR�FRQVLGHUDWLRQ�1LJHULDQ
V�WUDGH�ZLWK�WKH�&)$�IUDQF�FRXQWULHV��7KH�RIILFLDO�H[FKDQJH�UDWHV�VKRZ
IHZHU�&)$�IUDQFV�SHU�1DLUD� WKDQ�WKH�LQIRUPDO��SDUDOOHO��H[FKDQJH�UDWHV�ZLWK� WKH�DPRXQW�RI�&)$
IUDQFV�GHFOLQLQJ�IURP������WR������GHVSLWH�WKH������&)$�IUDQF�GHYDOXDWLRQ��,Q�IDFW�LQ�ERWK�FDVHV
WKH�1DLUD�GHSUHFLDWHG�VKDUSO\�UHODWLYHO\�WR�WKH�&)$�IUDQF�DV�IURP�WKH�PLG�����V�

,Q�DOO��GHVSLWH�WKH�GLIIHUHQW�PHDVXUHV�RI�5(5�DQG�WKH�GLIILFXOWLHV�LQYROYHG��ZH�ZRXOG�WHQG�WR�KDYH
DSSUR[LPDWHO\� VLPLODU� LQGH[HV� LQ� WKH� &)$� IUDQF� FRXQWULHV�� EHFDXVH� RI� WKHLU� LQVWLWXWLRQDO
DUUDQJHPHQWV�IL[LQJ�WKH�QRPLQDO�H[FKDQJH�UDWHV�DQG�WKHLU�GRPHVWLF�FRVW�VWUXFWXUHV��7KH�QRQ�&)$
IUDQF�FRXQWULHV�ZLWK�WKHLU�IOH[LEOH�H[FKDQJH�UDWH��LQ�WKH�1LJHULDQ�FDVH��WHQG�WR�DGMXVW�IDVWHU�WKDQ�LQ
WKH�FDVH�RI�WKH�&)$�IUDQF�FRXQWULHV��WDEOH����
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6XE�6DKDUDQ� $IULFDQ� FRXQWLHV� VWLOO� KDYH� YHU\� ZHDN� ILQDQFLDO� PDUNHWV�� ZKLFK� SRVH� SUREOHPV� RI
GRPHVWLF�UHVRXUFH�PRELOL]DWLRQ��DOORFDWLRQ�DQG�LQYHVWPHQW��6RXQG�ILQDQFLDO�HYROXWLRQ�LV�DEVROXWHO\
QHFHVVDU\� IRU� ZHOO�IXQFWLRQLQJ� ILQDQFLDO� PDUNHWV�� ZKLFK� DUH� FUXFLDOO\� LPSRUWDQW� IRU� PDUNHW
HFRQRPLHV��([SHULHQFH�KDV�VKRZQ�WKDW�SURSHU� ILQDQFLDO� OLEHUDOL]DWLRQ�DOVR�GHSHQGV�RQ� WKH� WLPLQJ
DQG�VHTXHQFLQJ�RI�WKH�OLEHUDOL]DWLRQ�PHDVXUHV�DVVRFLDWHG�WR�WKH�JHQHUDO�PDFURHFRQRPLF�FRQGLWLRQV
�(OEDGDZL�DQG�6RWR��������7KH�&)$�IUDQF�FRXQWULHV�ZHUH�JHQHUDOO\�VORZ�LQ�DGMXVWLQJ�DQG�ILQDQFLDO
OLEHUDOL]DWLRQ�GLG�QRW�IROORZ�WKH�FRUUHFW�WLPLQJ�DQG�VHTXHQFLQJ�

$�ODUJH�SDUW�RI�HFRQRPLF�UHIRUPV�KDYH�EHHQ�IRFXVVHG�RQ�WKH�ILQDQFLDO�VHFWRU�PDLQO\�WR�LPSURYH�WKH
DXWRQRP\�RI�ILQDQFLDO�VHFWRU
V�DXWKRULWLHV�DQG�WKH�VHFWRU
V��VXSHUYLVRU\��UHJXODWRU\�IUDPHZRUN�DQG
FRPSHWLWLYHQHVV�� ,Q� &)$� IUDQF� FRXQWULHV� WKH� ILQDQFLDO� VHFWRU� FULVHV� ZHUH� SDUWO\� DV� WKH� UHVXOW� RI
LQVROYHQF\� RI� WKH� EDQNLQJ� VHFWRU�ZKHUH� SXEOLF� HQWHUSULVHV� ZHUH� DOVR� ILQDQFHG� E\� EDQN� ORDQV� RU
JRYHUQPHQWV
� VXEVLGLHV� GUDZQ� IURP� WKH� EDQNLQJ� VHFWRU�� 3URORQJHG� UHFHVVLRQ�� VXEVWDQWLDO� UHDO
H[FKDQJH� UDWH� RYHU�YDOXDWLRQ� DQG� ORVV� RI� FRPSHWLWLYHQHVV� FRPSOLFDWHG� WKH� UHIRUP� SHULRG�� 7KLV
PLJKW� KDYH� EHHQ� SDUWO\� GXH� WR� WKH� ULJLG� LQVWLWXWLRQDO� DUUDQJHPHQWV�� %HFDXVH� DIWHU� WKH� ����
GHYDOXDWLRQ�WKH�&)$�IUDQF�]RQH
V�SUREOHPV�ZHUH�EHWWHU�DGGUHVVHG��(OEDGDZL�DQG�6RWR��������:LWK
HFRQRPLF�UHVWUXFWXULQJ�LW�PHDQW�WKDW�WKH�JRYHUQPHQWV�FRXOG�QRW�SD\�WKHLU�GHEWV�WR�WKH�EDQNV��:LWK
WKH�LQVROYHQW�EDQNV��WKH�LVVXH�RI�EDG�ORDQV�RU�GHEWV�ZDV�QRW�SURSHUO\�DGGUHVVHG��HYHQ�WR�DVFHUWDLQ
ZKLFK�EDQNV�FRXOG�EH�UHFDSLWDOL]HG��7KH�LQVWLWXWLRQDO�IUDPHZRUN�LQ�WKH�EDQNV�ZDV�ZHDN��7KHUH�ZDV
QR�DSSURSULDWH� LQVWLWXWLRQ�DV�ZHOO� DV�SURSHU� VWDIILQJ��ZKLFK�PDGH� WKH� OLEHUDOL]DWLRQ�SURFHVV�PRUH
GLIILFXOW�

����&$3,7$/�)/,*+7

&DSLWDO�IOLJKW�PD\�EH�D�ELJ�SUREOHP�XQGHU�WKH�IL[HG�H[FKDQJH�UDWH�UHJLPH�DQG�ZKHUH�WKH�ILQDQFLDO
PDUNHWV�DUH�QRW�IXQFWLRQLQJ�ZHOO��8QGHU�WKH�IL[HG�H[FKDQJH�UHJLPH��WKH�KROGLQJ�RI�IL[HG�H[FKDQJH
UDWH� IRU� DV� ORQJ� DV� SRVVLEOH� FDQ� SRVH� VRPH� VHYHUH� GLIILFXOWLHV�� 7KLV� ZDV� WKH� FDVH� RI� WKH� ����
GHYDOXDWLRQ� EHIRUH� WKH� GD\� RI� DQQRXQFHPHQW� RI� GHYDOXDWLRQ� WKHUH� KDG� EHHQ�PXFK� FDSLWDO� IOLJKW�
6RPH�FDSLWDO�ZDV� UHSDWULDWHG�DIWHU� WKH�GHYDOXDWLRQ�EXW�RQO\�JHQHUDWHG� LQIODWLRQDU\�SUHVVXUHV��7KH
FRQVHTXHQFHV� RI� LPPLQHQW� GHYDOXDWLRQ� NQRZQ� WR� WKH� HFRQRPLF� DJHQWV� FRXOG� VHULRXVO\� LQGXFH
FDSLWDO� IOLJKW� DQG� UHGXFH� VDYLQJV� FRQVHTXHQWO\� LQYHVWPHQW�� 7KHUHIRUH� VKRZLQJ� WKH� QHFHVVLW\� RI
NHHSLQJ�WKH�H[FKDQJH�UDWH�DW�DQ�DSSURSULDWH�OHYHO��JLYHQ�UHDO�VKRFNV��$OWKRXJK�WKHUH�VXSSRVHG�WR�EH
IUHH�PRELOLW\�RI�FDSLWDO�ZLWKLQ�WKH�]RQH��PXFK�PRUH�FDSLWDO�WHQGV�WR�IORZ�WRZDUGV�)UDQFH�DQG�RXW�RI
WKH� ]RQH� WKDQ� ZLWKLQ� WKH� &)$� IUDQF� ]RQH�� ,Q� JHQHUDO�� FDSLWDO� WHQGV� WR� PRYH� WR� ZHOO� GHYHORSHG
ILQDQFLDO�PDUNHWV�IURP�SRRU�ILQDQFLDO�PDUNHWV�

����&RPSRVLWLRQ�RI�'HEW
7KHUH�KDV�EHHQ�D�JURZLQJ�OLWHUDWXUH�RQ�WKH�GHEW�FRPSRVLWLRQ�±�FDSLWDO�IORZV�DQG�GHEW�VWRFN��7KH
LQGLFDWRUV�XVHG�PRVWO\�DUH�SRUWIROLR�IORZV�� IRUHLJQ�GLUHFW� LQYHVWPHQW� �)',��� IL[HG�UDWH�YV� IORDWLQJ
UDWH�ERUURZLQJ�DQG�GRPHVWLF�FXUUHQF\�YV�IRUHLJQ�FXUUHQF\�GHQRPLQDWLRQ��3RUWIROLR�LQYHVWPHQW�PD\
QRW�ILQDQFH�LQYHVWPHQW�DV�PXFK�DV�)',��8VXDOO\�)',�LQYROYHV�GLUHFW�LQYHVWPHQW�LQ�HTXLSPHQW�DQG
SODQW�� LQIUDVWUXFWXUHV� DQG� EXLOGLQJV� DQG� NQRZOHGJH��ZKLOH�PRQH\� ERUURZHG� FRXOG� HDVLO\� JR� LQWR
GLUHFW� FRQVXPSWLRQ� SXUSRVHV�� ZKLFK� PD\� QRW� LQFUHDVH� WKH� SURGXFWLYH� FDSDFLW\�� +RZHYHU�� WKH
OLWHUDWXUH�RQ�WKLV�LVVXH�LV�QRW�TXLWH�FOHDU��,W�LV�LPSRUWDQW�WR�ORRN�DW�VRXUFHV�RI�WKHVH�IORZV��VXFK�DV
ELODWHUDO��PXOWLODWHUDO�HWF��� ,W� LV�HTXDOO\� LPSRUWDQW� WR�H[DPLQH�LI� WKH�W\SH�RI�GHEW� LQFOXGLQJ�FDSLWDO
IORZV�DVVRFLDWHG�WR�&)$�IUDQF�FRXQWULHV�LV�GLIIHUHQW�IURP�WKDW�RI�1RQ�&)$�IUDQF�FRXQWULHV�EHFDXVH



��

RI�WKH�VSHFLDO�UHODWLRQ�ZLWK�)UDQFH��DQG�ZKHWKHU�WKHVH�IORZV�KDYH�DIIHFWHG�WKHVH�JURXSV�RI�FRXQWULHV
GLIIHUHQWO\��*HQHUDOO\�GHEW�KDV�WHQGHG�WR�KDYH�D�QHJDWLYH�LPSDFW�RQ�HFRQRPLF�JURZWK�

����/(*$/�6<67(06�$1'�*29(51$1&(

7KH�OHJDO�V\VWHPV�RI�WKH�&)$�IUDQF�FRXQWULHV�DUH��LQ�PRVW�FDVHV��LQVSLUHG�DQG�KDYH�EHHQ�EDVHG�RQ
WKH� 1DSROHRQLF� OHJDO� V\VWHP�ZKLFK� H[XOWV� LQ� WKH� VXSUHPH� DXWKRULW\� RI� WKH� VWDWH� DQG� WKRVH� ZKR
UHSUHVHQW� WKH� VWDWH�� 7KH� VWDWH
V� DXWKRULWLHV� KDYH� GLVFUHWLRQDU\� SRZHUV�� 7KH� VWDWH�� WKHUHIRUH�
H[FHVVLYHO\�LQWHUIHUHV� LQ� WKH�IXQFWLRQLQJ�RI� WKH�PDUNHW�HFRQRP\��$OVR� WKH�SDWHUQDOLVWLF�DXWRFUDWLF
UXOH�PDNLQJ�SURFHVV�WHQG�WR�DOLHQDWH�WKRVH�FRQFHUQHG�ZLWK�D�KLJKO\�EXUHDXFUDWLF�KLHUDUFK\��7KLV�LV
FORVHO\�LQWHUWZLQHG�DQG�OLQNHG�ZLWK�WKH�FXUUHQW� LVVXH�RI�JRYHUQDQFH�LQ�$IULFDQ�FRXQWULHV��$UH�WKH
UXOH�PDNLQJ� SURFHVVHV�� WKH� EXUHDXFUDWLF� VWUXFWXUHV�� JRYHUQDQFH� V\VWHPV� DQG� FRORQLDO� LQKHULWHG
LQVWLWXWLRQV�GLIIHUHQW�EHWZHHQ�WKH�WZR�JURXSV�RI�FRXQWULHV�LQ�VXFK�D�ZD\�WKDW�WKH\�KDYH�LQIOXHQFHG
LQYHVWPHQW��VDYLQJV��WKH�DFFXPXODWLRQ�RI�FDSLWDO��DQG�JURZWK�GLIIHUHQWO\"

7KH� LQVWLWXWLRQV� RI� JRYHUQPHQWV� LQ� WKH� &)$� IUDQF� ]RQH� FRXQWULHV� DUH� KLJKO\� FHQWUDOL]HG� DQG
EXUHDXFUDWLF��,Q�WKLV�VHW�XS��DOO�GHFLVLRQV�DIIHFWLQJ�WKH�VRFLDO��HFRQRPLF��FXOWXUDO�DQG�SROLWLFDO�OLIH�RI
WKH�QDWLRQ�HPDQDWHV�IURP�WKH�WRS�RI�WKH�DGPLQLVWUDWLYH�KLHUDUFK\��7KH�H[HFXWLRQ�RI�WKHVH�GHFLVLRQV
LV� DVVXUHG� DW� WKH� OHYHO� RI� WKH� SURYLQFHV� RU� UHJLRQV� E\� DSSRLQWHG� DGPLQLVWUDWRUV� ZKR� PD\� EH
GLVFUHWLRQDU\� LQ� WKH� H[HFXWLRQ� RI� WKH� JRYHUQPHQW� SROLFLHV�� %HFDXVH� RI� KLJKO\� EXUHDXFUDWLF� DQG
DGPLQLVWUDWLYH�ERWWOHQHFNV�� GHFLVLRQ�PDNLQJ� DQG� LPSOHPHQWDWLRQ�SURFHVV� LV� YHU\� VORZ�DQG� FRVWO\
SDUWLFXODUO\�LQ�WHUPV�RI�UHVRXUFHV�XVHG�XS��7KH�SHUIRUPDQFH�RI� WKH�V\VWHP�GHSHQGV�KLJKO\�RQ�WKH
LQGLYLGXDO�DSSRLQWHG�WR�H[HUFLVH�SRZHU��7KHUH�LV�WKH�DEVHQFH�RI�FKHFNV�DQG�EDODQFHV�DV�PXFK�DV�D
VHULRXV�V\VWHP�RI�VDQFWLRQ�ZLWK�OLWWOH�HQIRUFHPHQW�RI�WKH�UXOH�RI�ODZ��7KLV�LV�SDUWO\�UHVXOWLQJ�IURP
WKH�GLVFUHWLRQDU\�SRZHUV�RI�WKH�VWDWH�DXWKRULWLHV�

7KLV�OHDGV�WR�ZLGHVSUHDG�LQWHUIHUHQFH�RI�JRYHUQPHQW�RIILFLDOV� LQ� WKH�IXQFWLRQLQJ�RI� WKH�HFRQRP\�
7KXV� FRQWULEXWLQJ� LQ� UHVWULFWLQJ� LQGLYLGXDO� OLEHUW\� DQG� SRVLQJ� D� VHULRXV� WKUHDW� WR� WKH� VPRRWK
IXQFWLRQLQJ�RI�WKH�PDUNHW��7KH�JRYHUQPHQW
V�LQDELOLW\�WR�SURYLGH�FUHGLEOH�UXOHV�IRU�WKH�IXQFWLRQLQJ
RI� WKH� PDUNHW� FUHDWHV� DQ� DWPRVSKHUH� RI� XQFHUWDLQW\� IRU� EXVLQHVV� LQYHVWRUV� LQ� WKH� FRXQWULHV�
*HQHUDOO\�� LQYHVWRUV� DUH� VFDUHG� WR� LQYHVW�ZKHUH� WKH� OHJDO� IUDPHZRUN� GRHV� QRW� HIILFLHQWO\� HQIRUFH
SURSHUW\�ULJKWV�DQG�FRQWUDFWV��)RU�H[DPSOH�PRVW�JRYHUQPHQWV�HVSHFLDOO\�LQ�WKH�QRQ�&)$�FRXQWULHV
OLNH�.HQ\D��0DODZL��%RWVZDQD��*KDQD��/HVRWKR��/LEHULD��6LHUUD�/HRQH��6RPDOLD��6XGDQ��8JDQGD
DQG�=LPEDEZH�KDYH�JLYHQ�PDUNHWDEOH�SURSHUW\�ULJKWV� LQ�SODFH�RI� WUDGLWLRQDO�ULJKWV� WR� ODQGRZQHUV
�&ROOLHU� DQG� *XQQLQJ� ������� 7KLV� KDV� EHHQ� GRQH� WR� SUHYHQW� WKH� ORVV� RI� RXWSXW� DQG� VWDJQDWLRQ
UHVXOWLQJ� IURP� WUDGLWLRQDO� VRFLDO� LQVWLWXWLRQV�� :KLOH� LQ� VRPH� &)$� IUDQF� ]RQH� FRXQWULHV� DV� LQ
&DPHURRQ� WKH� ODQG� ODZV� DUH� ZULWWHQ� EXW� SDUWO\� EHFDXVH� RI� HODERUDWH� EXUHDXFUDWLF� SURFHGXUHV�
PDNLQJ� LW� YHU\� H[SHQVLYH� DQG� GLIILFXOW� WR� DFTXLUH� SURSHUW\� ULJKWV� RYHU� SLHFHV� RI� ODQG�� WKXV
FRQWULEXWLQJ�LQ�UHGXFHG�RXWSXW��7KH�SRRU�PDQDJHPHQW�RI�SXEOLFO\�RZQHG�FRPSDQLHV�DOVR�H[SODLQHG
WKH�UDPSDQW�EDQNUXSWFLHV�SDUWLFXODUO\�LQ�EDQNV�FRPPRQ�ZLWKLQ�WKH�&)$�IUDQF�FRXQWULHV�GXULQJ�WKH
SHULRG���������
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7KH�SUHVHQW� HFRQRPLF�SROLFLHV� DGRSWHG�E\�6XE�6DKDUDQ�$IULFDQ� FRXQWULHV� DOVR� DLP�DW� D� UHJLRQDO
LQWHJUDWLRQ��0DQ\� UHIRUPV� DQG� WUHDWLHV� KDYH� EHHQ�PDGH� HVSHFLDOO\� DIWHU� WKH� ����� GHYDOXDWLRQ� WR
DFKLHYH�WKLV�JRDO��7KLV�LQFOXGHV�D�FRPPRQ�EXVLQHVV�ODZ�UHJLPH��D�FRPPRQ�LQVXUDQFH�PDUNHW�DQG�D
XQLILHG� VRFLDO� LQVXUDQFH� V\VWHP� DQG� UHIRUPV� RQ� FRPPHUFLDO�� ILVFDO�� EXGJHWDU\� DQG� PRQHWDU\
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SROLFLHV��DQG�DOVR�WKH�FUHDWLRQ�RI�8(02$�LQ�:HVW�$IULFD��DQG�WKH� WUDQVIRUPDWLRQ�RI�8'($&�WR
&(0$&�LQ�&HQWUDO�$IULFD��%XW�PRVW�RI�WKHVH�LQVWLWXWLRQV�DUH�VWLOO�WR�EH�HIIHFWLYH�

$� VWXG\� RI� PDUNHW� LQWHJUDWLRQ� EDVHG� RQO\� RQ� RIILFLDO� GDWD� ZRXOG� EH� LQVXIILFLHQW� EHFDXVH� D
FRQVLGHUDEOH�DPRXQW�RI�H[WHUQDO�WUDGH�JRHV�RQ�LQIRUPDOO\�DQG�KHQFH�LV�QRW�FDSWXUHG�LQ�WKH�RIILFLDO
GDWD�� 6XFK� H[FKDQJH� LV� LPSRUWDQW� LQ� H[WHUQDO� WUDGH� DQG� FDQ�ZHDNHQ� WKH� HIIHFW� RI� SROLFLHV� LI� QRW
FRQVLGHU� LQ� WKH� SROLF\� PDNLQJ� SURFHVV�� 7KHUH� LV� FUXFLDO� LPSRUWDQW� LQIRUPDO� WUDGH� EHWZHHQ
&DPHURRQ�DQG�1LJHULD�DQG�EHWZHHQ�1LJHULD��*KDQD��*DPELD�DQG�RWKHU�&)$�IUDQF�]RQH�FRXQWULHV�
WKDQ�ZLWKLQ�WKH�&)$�IUDQF�]RQH��,W�DSSHDUV�WKH�GLIIHUHQFHV�LQ�WKH�PRQHWDU\�UHJLPHV�DQG�HFRQRPLF
SROLFLHV� H[LVWLQJ� EHWZHHQ� WKHVH� FRXQWULHV� KDYH� HQFRXUDJHG� WKH� GHYHORSPHQW� RI� EODFN� PDUNHW
EHWZHHQ� WKHVH� FRXQWULHV� DQG� WKH� IUDQF� ]RQH� $IULFDQ� FRXQWULHV�� $Q� LPSRUWDQW� IDFWRU� LQIOXHQFLQJ
WKHVH�GLIIHUHQFHV�LV�WKH�QRQ�FRQYHUWLELOLW\�RI�WKH�1DLUD�RU�WKH�&HGL�ZKLOH�LQ�WKH�$IULFDQ�IUDQF�]RQH
FRXQWULHV�ZH�KDYH�WKH�FRQYHUWLELOLW\�RI�WKH�&)$�IUDQF��WKH�DEVHQFH�RI�UDWLRQLQJ�RU�WKH�DFFHVV�LQ�WKH
ILQDQFLDO�JRRGV�DQG�VHUYLFH�PDUNHWV�

%HIRUH� WKH� PHDVXUHV� RI� LQFRQYHUWLELOLW\� DQG� GHYDOXDWLRQ� ZHUH� LPSOHPHQWHG�� WKH� 1LJHULD� 7UDQV�
IURQWLHU� WUDGH� ZDV� VXFK� WKDW� H[FHVVHV� LQ� &)$� IUDQF� UHVXOWHG� IURP� WKHLU� WUDGH� ZLWK� &DPHURRQ�
([FHVV� IUDQF� IURP�&KDG�DQG�1LJHU�ZHUH�EHLQJ�XVHG� WR�SD\� IRU� LPSRUWV�FRPLQJ� IURP�%HQLQ�� DQG
SDUW�ZDV�XVHG�IRU�FDSLWDO� IOLJKW��+HQFH�1LJHULD�FROOHFWHG� WKH� UHTXLUHG�FXUUHQF\� WKURXJK� WKH�EODFN
PDUNHW��:LWK�WKH�QHZ�PHDVXUHV�RI�LQFRQYHUWLELOLW\�DORQJ�VLGH�WKH������GHYDOXDWLRQ��WKLV�WUDQVIHU�RI
WKH�&)$�KDV� VWRSSHG��:KLOH� WUDGH�ZLWKLQ� WKH�&)$� IUDQF� ]RQH� FRXQWULHV� LV� ORZ�� WUDGH�ZLWK�1RQ�
&)$� IUDQF� ]RQH� FRXQWULHV� LV�PXFK�KLJKHU��7KLV� W\SH�RI� WUDGH� FDQ� JHQHUDWH� GLVHTXLOLEULXP� LQ� WKH
SDULW\�EHWZHHQ�%($&�&)$�IUDQF�DQG�%&($2�&)$�IUDQF�DQG�HYHQ�EHWZHHQ� WKH� IUDQF�]RQH�DQG
QRQ�IUDQF�]RQH��$GMXVWPHQW�RI�PDFURHFRQRPLF�LPEDODQFHV�LQ�WKH�&)$�IUDQF�]RQH�PXVW�WDNH�LQWR
FRQVLGHUDWLRQ�WKH�H[FKDQJH�UDWH�UHJLPHV�DQG�WUDGH�UHODWLRQV�EHWZHHQ�WKH�&)$�IUDQF�]RQH�FRXQWULHV
DQG�WKHLU�QHLJKERXULQJ�FRXQWULHV�DQG�ZLWKLQ�WKH�IUDQF�]RQH�LWVHOI

�����/,0,7�&219(5*(1&(�,1�7+(�&)$�)5$1&�=21(

&RQYHUJHQFH���SRRUHU�FRXQWULHV�JURZ�IDVWHU�DQG�FRXOG�FDWFK�XS�ZLWK�ULFKHU�RQHV�JLYHQ�JRYHUQPHQW
SROLF\��LQLWLDO�SK\VLFDO�DQG�KXPDQ�FDSLWDO��(YHQ�LQ�D�FRXQWU\��WKHUH�LV�D�WHQGHQF\�IRU�SRRUHU�DUHDV�WR
JURZ� IDVWHU� WKDQ� ULFKHU� RQHV�� ,Q� QHR�FODVVLFDO� PRGHO� WKH� FRQFHSW� RI� FDSLWDO� FDQ� EH� H[WHQGHG� WR
LQFOXGH� KXPDQ� FDSLWDO��:KHQ� D� FRXQWU\� EHJLQV� ZLWK� D� KLJK� KXPDQ� WR� SK\VLFDO� FDSLWDO� UDWLR�� LWV
JURZWK�UDWH�ZRXOG�WHQG�WR�EH�UDSLG��DV�FDSLWDO�JRRGV�DUH�PRUH�DPHQDEOH�WR�H[SDQVLRQ�WKDQ�KXPDQ
FDSLWDO��7KH�SURVSHFWV�IRU�LQFRPH�FRQYHUJHQFH��%DUUR�DQG�6DOD�L�0DUWLQ�������DUH�RQH�RI�WKH�PDMRU
LVVXHV�WKDW�KDYH�GRPLQDWHG�WKH�JURZWK�LQ�LQFRPH�SHU�FDSLWD��6WXGLHV�FDUULHG�RXW�E\�5RPHU�������
������ DQG� /XFDV� ������� RQ� HQGRJHQRXV� JURZWK� PHFKDQLVPV� KDYH� LQFUHDVHG� WKH� LQWHUHVW� RQ
FRQYHUJHQFH�

2QH�RI�WKH�EDVLF�DVVXPSWLRQV�RI�WKH�QHRFODVVLFDO�PRGHO�RQ�WKH�SURGXFWLRQ�VLGH�LV�WKDW�ORZHU�LQFRPH
FRXQWULHV�KDYH�VLPLODU�VDYLQJ�UDWHV�WKDQ�ULFK�RQHV��LW�DOVR�DVVXPHV�GLPLQLVKLQJ�UHWXUQV�WR�FDSLWDO�DV
ZHOO� DV� IUHH� DFFHVV� WR� D� FRPPRQ� WHFKQRORJ\� E\� DOO� FRXQWULHV�� &RXQWULHV� FRXOG� LQFXU� QR� FRVW� LQ
WU\LQJ� WR� JHW� DFFHVV� WR� LGHQWLFDO� WHFKQRORJ\�� LW� DVVXPHV� WKH� UDWLR� EHWZHHQ� ODERXU� IRUFH� DQG
SRSXODWLRQ�WR�EH�IL[HG�DQG�SRSXODWLRQ�JURZWK�EHLQJ�H[RJHQRXV��7KH�SDUDPHWHU�RI�SUHIHUHQFH�DQG
WHFKQRORJ\� LQ� WKLV� FDVH� GHWHUPLQHV� WKH� VWHDG\� VWDWH� JURZWK� RI� RXWSXW�� 7KH� DVVXPSWLRQ� RI
HQGRJHQRXV� SRSXODWLRQ� JURZWK� UHTXLUHV� IUHH�PRYHPHQW� RI� SHRSOH�� WKLV� LV� JRLQJ� RQ� LQ� WKH�:HVW
$IULFDQ� (FRQRPLF� DQG�0RQHWDU\�8QLRQ� EHFDXVH� RI� (&2:$6
� �(FRQRPLF�&RPPXQLW\� RI�:HVW
$IULFDQ�6WDWHV��ODUJHU�JURXSLQJ�EXW�QRW�WKH�VDPH�LQ�WKH�&HQWUDO�$IULFDQ�VXE�UHJLRQ�
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%HVLGHV� WKHVH� DVVXPSWLRQV�� D� FHUWDLQ� QXPEHU� RI� IDFWRUV� DIIHFW� WKH� UDWH� RI� FRQYHUJHQFH�� ,Q� WKH
QHRFODVVLFDO�PRGHO�� LW� GHSHQGV� RQ� WKH� SURGXFWLYLW\� RI� FDSLWDO� DQG� WKH�ZLOOLQJQHVV� WR� VDYH�� ,Q� WKH
SUHVHQFH�RI�H[RJHQRXV�WHFKQLFDO�SURJUHVV��DV�FDSLWDO�VWRFN�LV�DFFXPXODWHG��WKH�PDUJLQDO�SURGXFW�RI
FDSLWDO� IDOOV�EHFDXVH�RI�GLPLQLVKLQJ� UHWXUQV� WR�FDSLWDO�� ,Q� WKLV�FDVH�� WKH� LQFHQWLYH� WR� VDYH� UHGXFHV
DQG�WKH�FRQWULEXWLRQ�RI�LQYHVWPHQW�WR�RXWSXW�IDOOV��:KHUH�WKH�FDSLWDO�VWRFN�LV�VPDOO��LQFUHDVH�FDSLWDO
ZLOO�JHQHUDWH�ODUJH�LQFUHDVHV�LQ�RXWSXW��7KH�SUREOHP�ZLWK�WKH�&)$�]RQH�LV�WKDW�VRPH�FRXQWULHV�KDYH
JURZQ�SRRUHU�WKDQ�RWKHUV��7KH�QHRFODVVLFDO�PRGHO�SUHGLFWLRQ�WKDW�SRRU�FRXQWULHV�ZLOO�WXUQ�WR�JURZ
IDVWHU�LI�LQLWLDOO\�WKH�GLIIHUHQFH�EHWZHHQ�WKHP�ZDV�RQO\�WKHLU�LQLWLDO�OHYHO�RI�FDSLWD�GRHV�QRW�KROG�LQ
WKH�]RQH�

7KH�UDWH�RI�FRQYHUJHQFH�LV�HTXDOO\�DIIHFWHG�E\�WKH�QDWXUH�RI�RSHQQHVV�RI�DQ�HFRQRP\��%DUUR�DQG
6DOD�L�0DUWLQ��������DQG�WKLV�GHSHQGV�RQ�WKH�HDVH�ZLWK�ZKLFK�FDSLWDO�DQG�ODERXU�FDQ�PRYH��,Q�WKH
&)$� IUDQF� :HVW� $IULFDQ� ]RQH�� WKHUH� LV� IUHH� PRYHPHQW� RI� FDSLWDO� DQG� ODERXU� EXW� QRW� LQ
&RPPXQDXWp� (FRQRPLTXH� HW� 0RQpWDLUH� GH� O
$IULTXH� &HQWUDO� �&(0$&�� QRU� EHWZHHQ� WKH� WZR
UHJLRQV��7KH�ERUGHUV�RI� WKH�YDULRXV�HFRQRPLHV�DUH�QRW�RSHQHG�WR� WKH�PRYHPHQW�RI�FDSLWDO�DQG�LQ
WKH�SUHVHQFH�RI�VLPLODU�WHFKQRORJ\�EHWZHHQ�FRXQWULHV��FRQYHUJHQFH�WR�SHU�FDSLWD�RXWSXW�DQG�FDSLWDO
VWRFNV� DUH�PRUH� UDSLG� LQ� DQ� RSHQ� HFRQRP\� WKDQ� LQ� D� FORVH� RQH�� 7KH� QDWXUH� RI� ODERXU�PRELOLW\�
UHGLVWULEXWLRQ� LQ� IDYRXU�RI� SRRUHU� UHJLRQV�� IUHHGRP�RI� WHFKQRORJLFDO� DGYDQFHPHQW� IURP� ULFKHU� WR
SRRUHU�UHJLRQV�HTXDOO\�GHWHUPLQHV�WKH�UDWH�RI�FRQYHUJHQFH��,Q�WKH�&)$�IUDQF�]RQH�� WKHVH�IHDWXUHV
KDYH�JHQHUDOO\�QRW�EHHQ�PHW�DQG�WKH�FRXQWULHV�KDYH�JURZQ�GLIIHUHQWO\�EHFDXVH�RI� WKH�SUHVHQFH�RI
IRUFHV�LQ�VRPH�FRXQWULHV�ZLWKLQ�WKH�]RQH�WKDW�FUHDWH�WKH�SRWHQWLDO�IRU�H[SORVLYH�JURZWK��7KLV�LV�WKH
FDVH�ZLWK�&DPHURRQ��&{WH� G
,YRLUH� DQG�*DERQ�� ,Q� RWKHUV� VXFK� DV�0DOL�� 1LJHU� DQG�&KDG�� VWURQJ
IRUFHV�RI�VWDJQDWLRQ�KDYH�UHGXFHG�JURZWK�UDWHV�WR�HYHQ�QHJDWLYH�YDOXHV��:KDW�KDV�EHHQ�ZLWQHVVHG
LQ�WKH�]RQH�LV�GLYHUJHQFH�

:LWKLQ�WKH�&)$�]RQH�� WKHUH�DUH� WKHUHIRUH� OLPLWV� WR�FRQYHUJHQFH�DPRQJ� WKH�HFRQRPLHV��7KH�]RQH
FRQVLVWV� RI� KHWHURJHQHRXV� HFRQRPLF� VL]HV� DQG� SHU� FDSLWD� LQFRPH�� GHPRJUDSKLF� DQG� JHRJUDSKLF
GLIIHUHQFHV� WKDW� DUH� TXLWH� LPSRUWDQW� IRU� FRQYHUJHQFH� DQDO\VLV�� ,Q� WHUPV� RI� LQFRPH� DQG� HFRQRPLF
VL]H��DW�RQH�H[WUHPH�WKHUH�DUH�WKH�SRRUHVW�FRXQWULHV�RI�1LJHU�DQG�&KDG�DQG�DW�WKH�RWKHU�H[WUHPH�WKH
ULFKHVW� FRXQWULHV�RI�*DERQ��&{WH�G
,YRLUH�DQG�&DPHURRQ��2QH�REMHFWLYH�RI� IRUPLQJ�DQ�HFRQRPLF
DQG�PRQHWDU\�XQLRQ� LV� WR�SURPRWH�HFRQRPLF�DQG� ILQDQFLDO� FRQYHUJHQFH��7KH�PRQHWDU\�DQG�SULFH
VWDELOLW\� VXSSRVHG� WR� VLJQLILFDQWO\� FRQWULEXWH� LQ� PRELOL]LQJ� LQWHUQDO� VDYLQJV� IRU� LQYHVWPHQW� LQ
PHPEHUV
� FRXQWULHV� IRU� HFRQRPLF� JURZWK� DQG� GHYHORSPHQW� RI� WKH� ]RQH�� +RZHYHU�� D� VWURQJ� DQG
XQLILHG�PRQHWDU\�V\VWHP�KDV�QRW�EHHQ�DEOH�WR�SURGXFH�D�VWURQJ�ILQDQFLDO�DQG�EDQNLQJ�V\VWHP�LQ�WKH
]RQH��7KH�]RQH�VWLOO�KDV�D�ZHDN�ILQDQFLDO�VHFWRU�ZLWK�WKH�PDMRU�FRPPHUFLDO�EDQNV�VWLOO�KDYLQJ�WKHLU
KHDG�TXDUWHUV�LQ�)UDQFH�ZKLFK�KDV�DERXW�����RI�PRQH\�VXSSO\�DV�ILGXFLDU\�PRQH\��:KLOH�FDSLWDO
PDUNHWV���VWRFN�H[FKDQJH��DUH�LQ�DGYDQFHG�VWDJH�LQ�WKH�1RQ�&)$�IUDQF�]RQH�FRXQWULHV��WKH�]RQH�LV
MXVW�EHJLQQLQJ�WR�VWDUW�LWV�RZQ�FDSLWDO�PDUNHWV��$ELGMDQ�6WRFN�([FKDQJH�

7UDGH�ZLWKLQ�WKH�]RQH�LV�YHU\�WKLQ��DQG�WKLV�LV�QRW�FRQGXFLYH�IRU�HFRQRPLF�FRQYHUJHQFH��7KLV�PD\
DOVR�H[SODLQ�ZK\�HFRQRPLF�LQWHJUDWLRQ�UHPDLQV�YHU\�PDUJLQDO�UHODWLYH�WR�PRQHWDU\�LQWHJUDWLRQ��)RU
WKH�]RQH
V�PDMRU�WUDGLQJ�SDUWQHU�DV�D�JURXS��WKH�(XURSHDQ�8QLRQ��WKH�SURFHVV�RI�WKHLU�HFRQRPLF�DQG
PRQHWDU\�XQLRQ�KDV�EHHQ�JUDGXDO�DQG�VLPXOWDQHRXV��7KH�SURFHVV�LQ�&)$�IUDQF�]RQH�LV�IDFHG�ZLWK
PDQ\�FRQVWUDLQWV��ZKLFK�QHHG�WR�EH�UHPRYHG�IRU�FRQYHUJHQFH�
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7KH�PDLQ�SXUSRVH�RI�JURZWK�WKHRULHV�LV�WR�H[SODLQ�GHYHORSLQJ�HFRQRPLHV�DQG�UHYHDO�WKRVH�IDFWRUV
WKDW�FDQ�LQIOXHQFH�WKH�JURZWK�RI�WKHVH�GHYHORSLQJ�HFRQRPLHV��7KH�UROH�RI�SXEOLF�SROLF\�KDV�EHFRPH
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YHU\�LPSRUWDQW�DV�LW�FDQ�JUHDWO\�SURPRWH�JURZWK��7KH�6RORZ
V�QHR�FODVVLFDO�JURZWK�PRGHO�������
JDYH�WKH�WKHRUHWLFDO�IUDPHZRUN�IRU�TXDQWLI\LQJ�WKH�FRQWULEXWLRQV�RI�WUDGLWLRQDO�LQSXWV�DQG�WKHLU�WRWDO
IDFWRU� SURGXFWLYLW\� WR� WKH� QDWLRQDO� RXWSXW�ZLWK� IRFXV� RQ� WKH� SURFHVV� RI� FDSLWDO� IRUPDWLRQ�� ,I� WKH
PDUJLQDO�SURGXFW�RI�FDSLWDO�IDOOV�FRQWLQXRXVO\�� WKLV�PHDQV� WKDW� WKH�VDYLQJV�ZKLFK� LV�JHQHUDWHG�E\
WKH�LQFRPH�IURP�WKH�QHZ�FDSLWDO�ZRXOG�DOVR�IDOO��DQG�FRQVHTXHQWO\�PD\�MXVW�EH�HQRXJK�WR�UHSODFH
ZRUQ�RXW�PDFKLQHV�DQG�
HTXLS�QHZ�ZRUNHUV
��$W�WKLV�VWDJH�WKH�HFRQRP\�LV�DW�D�VWDWLRQDU\�VWDWH�ZLWK
IDOOLQJ�ZHOIDUH� RI� WKH� SHRSOH��%HFDXVH� RI� H[RJHQXLW\�� WKH� GHWHUPLQDQWV� RI� WKH� UDWH� RI� JURZWK� RI
SURGXFWLYLW\�DQG�LQFRPH�SHU�FDSLWD�DUH�QRW�H[SODLQHG�ZLWKLQ�WKH�PRGHO�

+HQFH��UHO\LQJ�RQ�WKH�WHFKQRORJLFDO�DGYDQFHV�UDWKHU�WKDQ�RQ�WKH�SURSHUWLHV�RI�DJJUHJDWH�SURGXFWLRQ
IXQFWLRQ� LV� DQ� LPSRUWDQW�PHDQV� RI� HQVXULQJ� SHUVLVWHQW� JURZWK��7KLV� LV� HQGRJHQRXV� JURZWK��%RWK
QHR�FODVVLFDO�DQG�HQGRJHQRXV�JURZWK�WKHRULHV�DUH�FRPSOHPHQWDU\�DV�ERWK�VWUHVV�RQ�KRZ�WKH�ZKROH
HFRQRP\�EHKDYHV��,QYHVWPHQW�LQ�WKH�GLIIHUHQW�W\SHV�RI�FDSLWDO�JHQHUDWHV�KLJK�SURGXFWLYLW\�WKDW�OHDGV
WR�VXVWDLQHG�JURZWK��,Q�VKRUW�� WKH�H[WHQVLRQ�LQ�QHR�FODVVLFDO�JURZWK�PRGHO� WR�HQGRJHQRXV�JURZWK
PRGHO� KDV� PDGH� LW� PRUH� UHVSRQVLYH� WR� SROLF\�� ZKHUH� WHFKQRORJLFDO� FKDQJHV� WHQG� WR� EH
HQGRJHQRXVO\�DPHQDEOH�WR�SROLF\��ZKLFK�FDQ�DIIHFW��SK\VLFDO�DQG�KXPDQ��FDSLWDO�LQYHVWPHQW��7KH
ULJKW� SROLF\� UHJLPH� RI� D� FRXQWU\� FRXOG� JUHDWO\� LQIOXHQFH� WKH� JURZWK� UDWH� RI� WKH� HFRQRP\�

.QRZOHGJH
� DQG� IDFWRU� DFFXPXODWLRQ� LQWHUDFW� VXFK� WKDW� WKH\� JHQHUDWH� QRQ�GHFUHDVLQJ� UHWXUQV� WR
VFDOH�� 7KLV� PHDQV� WKDW� HFRQRPLF� FRQGLWLRQV�� LQVWLWXWLRQV� DQG� SROLFLHV� VWURQJO\� LQIOXHQFH� IDFWRUV
DFFXPXODWLRQ�DQG�IDFWRU�SURGXFWLYLW\�

5HFHQW� VWXGLHV� WKDW� KDYH� OLQNHG� JURZWK� WR� GLIIHUHQW�PDFURHFRQRPLF� YDULDEOHV� VXFK� DV� ILVFDO� DQG
PRQHWDU\� SROLF\� YDULDEOHV� KDYH� VWUHVVHG� WKH� LPSRUWDQFH� RI� HFRQRPLF� FRQGLWLRQV� DQG� DSSURSULDWH
SXEOLF�SROLFLHV�LPSOHPHQWDWLRQ��)LVFKHU��������IRFXVHG�RQ�WKH�UROH�RI�PDFURHFRQRPLF�VWDELOLW\�RQ
JURZWK�� :LWKLQ� WKH� JURZWK� DFFRXQWLQJ� IUDPHZRUN�� )LVFKHU� UHJUHVVHG� JURZWK� RQ� VHYHUDO� NH\
PDFURHFRQRPLF� YDULDEOHV� XVLQJ� D� VHW� RI� SDQHO� GDWD�� 7KH� FRHIILFLHQWV� RI� WKH� YDULDEOHV� ZHUH� DOO
VLJQLILFDQWO\�GLIIHUHQW�IURP�]HUR��$FFRUGLQJ�WR�)LVFKHU��FRXQWULHV�ZKLFK�KDG�VRPH�PDFURHFRQRPLF
VWDELOLW\�WHQG�WR�SHUIRUP�PXFK�EHWWHU�WKDQ�WKRVH�WKDW�IDFH�PDFURHFRQRPLF�LQVWDELOLW\�

6WXGLHV� RQ� $IULFDQ� HFRQRPLHV�� LQFOXGLQJ� WKH� &)$� IUDQF� ]RQH� HFRQRPLHV�� KDYH� VKRZQ� D� VWURQJ
SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�WKH�SULYDWH�VHFWRU�LQYHVWPHQW�DQG�HFRQRPLF�JURZWK��7KLV�PHDQV�WKH
SULYDWH�VHFWRU�PRVW�EH�SURPRWHG�DQG�HQFRXUDJHG�WR�SOD\�D�PRUH�LPSRUWDQW�UROH�WKDQ�LW�KDV�EHHQ�LQ
WKH�&)$� IUDQF� ]RQH� FRXQWULHV�ZKHUH� WKH�SXEOLF� H[SHQGLWXUHV�KDYH� EHHQ�PRUH� LPSRUWDQW��$QG� LQ
PRVW�FDVHV�WKH�SXEOLF�H[SHQGLWXUHV�KDYH�WHQGHG�WR�FURZG�RXW�SULYDWH�LQYHVWPHQW��$PLQ��������7KH
FRQFOXVLRQ�� IURP�PRVW� VWXGLHV�� VKRZ� D� VWURQJ� UHODWLRQVKLS� EHWZHHQ� JURZWK� DQG�PDFURHFRQRPLF
HQYLURQPHQW�

6WXGLHV��*DSLQVNL�������(DVWHUO\�DQG�/HYLQH�������RQ�$IULFDQ�HFRQRPLF�SHUIRUPDQFH�KDYH�EHHQ
EDVHG� RQ� FURVV� VHFWLRQDO� GDWD� DQG� WR� VRPH� H[WHQW� QRW� WDNHQ� LQWR� FRQVLGHUDWLRQ� WKH� VSHFLDO
FKDUDFWHULVWLFV�RI�WKH�FRXQWULHV�RU�UHJLRQV�FRQFHUQHG��,Q�LQYHVWLJDWLQJ�WKH�GHWHUPLQDQWV�RI�HFRQRPLF
JURZWK��*KXUD� DQG�+DMLPLFKDHO� ������� VWXGLHG� WKH� FDVH� RI� ���$IULFDQ� FRXQWULHV� LQFOXGLQJ�&)$
IUDQF� FRXQWULHV�� 7KH� FRQFOXVLRQV� DUULYHG� DW� LQFOXGH� D� VWUHVV� RQ� WKH� LPSRUWDQW� UROH� RI� SULYDWH
LQYHVWPHQW� LQ� HFRQRPLF� JURZWK�� DQG� PDFURHFRQRPLF� SROLFLHV� ZKLFK� HQKDQFH� WKH� YROXPH� DQG
HIILFLHQF\� RI� LQYHVWPHQW�� (PSKDVLV� LV� DOVR� SXW� RQ� WKRVH� SXEOLF� SROLFLHV� WKDW� ORZHU� WKH� EXGJHW
GHILFLW�� PDLQWDLQ� H[WHUQDO� FRPSHWLWLYHQHVV�� HQFRXUDJH� VWUXFWXUDO� UHIRUPV� DQG� HQKDQFH� KXPDQ
FDSLWDO�GHYHORSPHQW��7KHRUHWLFDO�DQG�HPSLULFDO�DQDO\VHV�KDYH�VKRZQ�WKDW�PDFURHFRQRPLF�VWDELOLW\
SURPRWHV� DQG� VWLPXODWHV�SULYDWH� VHFWRU� VDYLQJV� DQG� LQFUHDVH� HIILFLHQF\� LQ�SULYDWH� LQYHVWPHQW�� DOO
ZLWK�WKH�QHW�HIIHFW�RI�DFFHOHUDWLQJ�VXVWDLQDEOH�HFRQRPLF�JURZWK�



��
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7KH�QDWLRQDO�LQFRPH�LGHQWLW\�VKRZV�WKDW�WKH�*URVV�'RPHVWLF�3URGXFW��*'3��LV�WKH�VXP�RI�SULYDWH
FRQVXPSWLRQ�DQG�LQYHVWPHQW��SOXV�JRYHUQPHQW�H[SHQGLWXUH�DQG�H[SRUWV�PLQXV�LPSRUWV��)URP�WKLV
ZH�FDQ�REWDLQ�DQ�HTXDWLRQ�ZKLFK�VKRZV�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�ILVFDO�EDODQFH�RQ�RQH�KDQG�
DQG� WKH� LQYHVWPHQW�VDYLQJV� EDODQFH� DQG� FXUUHQW� DFFRXQW� EDODQFH� RQ� WKH� RWKHU� KDQG�� ,Q� WKLV
UHODWLRQVKLS�� ILVFDO�EDODQFH� LV� UHIOHFWHG� LQ� WKH� LQYHVWPHQW�VDYLQJV�DQG�FXUUHQW�DFFRXQW�EDODQFH�� ,Q
RWKHU�ZRUGV�� ILVFDO� EDODQFH� FRXOG� DIIHFW� RU� EH� DIIHFWHG� E\� GRPHVWLF� RXWSXW� DQG� SULFHV�� H[FKDQJH
UDWH�� FXUUHQW� DFFRXQW� EDODQFH�� WHUPV� RI� WUDGH�� LQWHUHVW� UDWH�� LQIODWLRQ� DQG� RWKHU� UHOHYDQW
PDFURHFRQRPLF�YDULDEOHV�� ,QFUHDVLQJ� GRPHVWLF� GHPDQG� IRU� IRUHLJQ� H[FKDQJH�PD\� DSSUHFLDWH� WKH
H[FKDQJH�UDWH�� WKXV�IDYRXULQJ�LPSRUWV��7KLV�ZLOO�KDYH�D�QHJDWLYH�HIIHFW�RQ�WKH�WUDGH�EDODQFH��DQG
FRQVHTXHQWO\�RQ�WKH�EDODQFH�RI�SD\PHQW

,W� LV� LPSRUWDQW� WR�SD\�SDUWLFXODU�DWWHQWLRQ� LQ� WKH�VHOHFWLRQ�RI� WKH�YDULDEOHV��7KH�YDULDEOHV�VHOHFWHG
FRXOG� LQFOXGH� WKH� YDULDEOHV� LQIOXHQFHG� E\� HFRQRPLF� SROLFLHV�� %HVLGHV� LQGLYLGXDO� PRWLYDWLRQ�
YDULDEOHV�VHOHFWHG�DUH�GHULYHG�IURP�HPSLULFDO�DQG�WKHRUHWLFDO�OLWHUDWXUH��7KH�GHSHQGHQW�YDULDEOH�LV
WKHUHIRUH�WKH�JURZWK�UDWH�RI�RXWSXW�LQ�RXU�FDVH��:H�XVH�HFRQRPHWULF�PHWKRG�WR�HVWLPDWH�VHSDUDWHO\
IRU�&)$�IUDQF�]RQH�FRXQWULHV�DQG�QRQ�&)$��FRXQWULHV�DQG�FRPSDUH�WKH�WZR�VHWV�RI�UHVXOWV�

�����(PSLULFDO�5HVXOWV
7KH�GLVFXVVLRQ�LQ�WKLV�VHFWLRQ�WKHUHIRUH�LQFOXGHV�DQ�HFRQRPHWULF�DQDO\VLV��LGHQWLI\LQJ�VRPH�RI�WKH
PRVW� LPSRUWDQW� GHWHUPLQDQWV� RI� JURZWK� LQ� WKH� &)$� IUDQF� ]RQH� �WDEOH� ���� 7KH� FKRLFH� RI� WKH
LQGHSHQGHQW� YDULDEOHV� KDV� DOVR� EHHQ� EDVHG� RQ� WKH� DYDLODELOLW\� RI� GDWD�� 7KHUH� DUH� VRPH� FULWLFDO
YDULDEOHV� VXFK� DV� WKH� YDULDEOHV� UHIOHFWLQJ� KXPDQ� FDSLWDO� DQG� WKH� EXUHDXFUDWLF�OHJDO� V\VWHPV� RU
YDULDEOHV� UHIOHFWLQJ� WKH�VWUXFWXUDO�DQG� LQVWLWXWLRQDO�FKDQJHV�DQG�XQFHUWDLQW\��ZKLFK�KDYH�QRW�EHHQ
LQFOXGHG� IRU� ODFN� RI� GDWD�� 5DWHV� RU� FKDUJHV� ZHUH� XVHG� DQG� LQ� FHUWDLQ� FDVHV� WKH� YDULDEOHV� ZHUH
GHIODWHG�ZLWK�UHOHYDQW�YDULDEOHV�OLNH�WKH�*'3�

$QDO\VLV�RI�WKH�JURZWK�SDWKV�RI�WKH�*'3�RI�ERWK�&)$�IUDQF�]RQH�DQG�QRQ�&)$�IUDQF�]RQH�VKRZV
WKH�LQVWDELOLW\�RI�1RQ�&)$�IUDQF�FRXQWULHV�EHIRUH�������%XW�WKH�JURZWK�ZDV�PXFK�EHWWHU�WKDQ�WKDW
RI�WKH�&)$�IUDQF�FRXQWULHV�RQ�DYHUDJH��7KHUH�KDV�EHHQ�D�FOHDU�GLIIHUHQFH�LQ�WKHLU�LQIODWLRQ�UDWH�ZLWK
ORZHU�LQIODWLRQ�UDWH�IRU�WKH�&)$�IUDQF�FRXQWULHV��7KLV�GLIIHUHQFH�LV�QRW�TXLWH�GLVWLQFW�LQ�WKHLU�JURZWK
SDWKV� DOWKRXJK� WKH� QRQ�&)$� IUDQF� FRXQWULHV� RQ� DYHUDJH� SHUIRUPHG� EHWWHU��:H� XVH� GDWD� IRU� WKH
SHULRG�����������FRYHULQJ�WKH�&)$�IUDQF�FRXQWULHV�DQG����QRQ�&)$�IUDQF�FRXQWULHV��%RWVZDQD�
&RQJR�'HPRFUDWLF�5HSXEOLF��(WKLRSLD��*DPELD��*KDQD��.HQ\D��/HVRWKR��/LEHULD��0DODZL��1LJHULD�
6XGDQ��6RXWK�$IULFD��7DQ]DQLD��8JDQGD��=DPELD�DQG�=LPEDEZH��

*RYHUQPHQW�H[SHQGLWXUH�RU�FRQVXPSWLRQ�LV�XVHG�WR�H[DPLQH�LWV�LPSDFW�RQ�JURZWK��7KH�FRHIILFLHQWV
DUH�QRW�VLJQLILFDQW�DOWKRXJK�LW�LV�VHHQ�WKDW�LWV�LPSDFW�RQ�JURZWK�LV�QHJDWLYH��7KH�SUREOHP�ZLWK�WKLV
YDULDEOH�LV�WKDW�LW�LV�DOO�LQFOXVLYH�WRWDO�JRYHUQPHQW�H[SHQGLWXUH��ZKLFK�LQFOXGHV�VSHQGLQJ�RQ�KLJKO\
EXUHDXFUDWLF�DGPLQLVWUDWLRQ� LQFOXGLQJ�GHIHQFH��%XW�VRPH�FRPSRQHQWV�RI� WKLV�H[SHQGLWXUH�VXFK�DV
KHDOWK� DQG� HGXFDWLRQ� DQG� URDG�QHWZRUN��PD\�EH� JURZWK� HQKDQFLQJ��7KLV� KDV� WR� EH� GLVWLQJXLVKHG
HYHQ� WKH� LQWUD� VHFWRUDO� VSHQGLQJ�� ,QWHUHVW� UDWH� VHHPV� WR� KDYH� SRVLWLYH� LPSDFW� RQ� JURZWK�� %XW
LQIODWLRQ�KDV�QHJDWLYH� LPSDFW�RQ�JURZWK�RI� WKH�QRQ�&)$�IUDQF�FRXQWULHV�� ,W� LV�QRW�VR�FOHDU� LQ� WKH
FDVH�RI�&)$�IUDQF�FRXQWULHV�DOWKRXJK�WKH�VLJQ�LV�QHJDWLYH�

'HEW�VHUYLFH�H[SRUW�UDWLRV�VKRZ�D�QHJDWLYH�LPSDFW�RQ�JURZWK�LQ�WKH�ERWK�JURXSV�RI�FRXQWULHV��7KH
RXWIORZ�RI�FULWLFDO�UHVRXUFHV�IURP�WKHVH�FRXQWULHV�LV�KDUPIXO�WR�JURZWK��7HUPV�RI�WUDGH�FKDQJH�DUH
SRVLWLYH�WR�ERWK�JURXSV�RI�FRXQWULHV��7KDW�LV��LPSURYHG�WHUPV�RI�WUDGH�LQFOXGLQJ�GLYHUVLILFDWLRQ�RI
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WUDGH�DQG�SURGXFWV��LPSURYLQJ�WKH�YDOXH�DGGHG�WR�JRRGV�H[SRUWHG�ZRXOG�HQKDQFH�JURZWK��7KLV�JRHV
WRJHWKHU� ZLWK� WKH� RSHQQHVV� RI� WKH� FRXQWULHV� WR� LQWHUQDWLRQDO� WUDGH� LQFOXGLQJ� UHPRYLQJ� DOO� WKRVH
REVWDFOHV�WR�LQWHUQDWLRQDO�WUDGH�

,W� LV� LQWHUHVWLQJ� WR�VHH� WKH� UHDO�H[FKDQJH� UDWH�YDULDEOH� �PHDVXUHG�E\� UHDO� HIIHFWLYH�H[FKDQJH� UDWH�
VKRZLQJ�QHJDWLYH�IRU�&)$�IUDQF�FRXQWULHV�DQG�SRVLWLYH�IRU�QRQ�&)$�IUDQF�FRXQWULHV��,W�RQO\�JRHV
WR� FRQILUP� WKH� QHJDWLYH� LPSDFW� RI� WKH� RYHUYDOXDWLRQ� RI� WKH� &)$� IUDQF� RQ� WKHVH� FRXQWULHV

HFRQRPLHV��0D\�EH�LQVWHDG�RI�KDYLQJ�D�IL[HG�H[FKDQJH�UDWH�HYHQ�WR�WKH�(XUR��WKH�SHJJLQJ�FRXOG�EH
PDGH� IOH[LEOH� IRU� HDVLO\� DGMXVWPHQW� WR� LQWHUQDWLRQDO� PDUNHW� IRUFHV�� $QRWKHU� VLWXDWLRQ� LV� WKDW� RI
IRUHLJQ�DLG�RU�FDSLWDO�LQIORZ�ZKLFK�VHHPV�WR�EH�SURGXFWLYH�LQ�QRQ�&)$�IUDQF�FRXQWULHV�EXW�QRW�VR
LQ�WKH�&)$�IUDQF�FRXQWULHV��7KLV�PD\�DOVR�UHIOHFW�WKH�OHJDO�DQG�JRYHUQPHQW�SUREOHP�LQ�WKH�XVH�RI
UHVRXUFHV��7KHUH�PD\�EH�PRUH�DFFRXQWDELOLW\�DQG�SURSHU�XVH�RI�UHVRXUFHV�LQ�RQH�JURXS�RI�FRXQWULHV
WKDQ�LQ�WKH�RWKHU��3ULYDWH�LQYHVWPHQW�*'3�UDWLR�VHHPV�WR�EH�DQ�LPSRUWDQW�YDULDEOH��ZKLFK�VWURQJO\
HQKDQFH�HFRQRPLF�JURZWK��:H�ZRXOG�WKHUHIRUH�H[SHFW�PXFK�VWUHVV�WR�EH�SXW�RQ�SULYDWH�LQYHVWPHQW�
0RUH�LPSRUWDQW��LV�IRU�JRYHUQPHQW�WR�FUHDWH�DQ�HQDEOLQJ�HQYLURQPHQW�IRU�WKH�SULYDWH�VHFWRU�WR�JURZ
YHU\�ZHOO��0RUH�VR�IRU�WKH�JRYHUQPHQW�WR�JHW�RXW�RI�WKH�DFWLYLWLHV�LW�FDQ�QRW�GR�YHU\�ZHOO�DQG�VKLIW
WKH�UHVSRQVLELOLW\�WR�WKH�SULYDWH�VHFWRU��:H�KRSH�WKH�SULYDWL]DWLRQ�SURFHVV�FRQWLQXH�LQ�D�JRRG�SDWK�

�����6285&(6�2)�'$7$

:H�FROOHFWHG� GDWD� IURP�YDULRXV� VRXUFHV��ZLWK�PDMRU� VRXUFHV� IURP�SXEOLF� LQVWLWXWLRQV� �� WKH�PDLQ
SURYLGHU� RI� GDWD� RQ� WKHVH� HFRQRPLHV�� 2WKHU� VHFRQGDU\� GDWD� VRXUFHV� DUH� IURP� ,QWHUQDWLRQDO
,QVWLWXWLRQV�3XEOLFDWLRQV��81'3��:RUOG�%DQN��,0)��81(6&2��:RUOG�5HVRXUFH�,QVWLWXWH�>:5,@�
)$2��,/2��$IULFDQ�'HYHORSPHQW�%DQN�>$'%@��%DQN�RI�&HQWUDO�$IULFDQ�6WDWHV�>%($&@��

$OVR� RWKHU� VRXUFHV� DUH� IURP� YDULRXV� VWXGLHV� RQ� WKHVH� FRXQWULHV� DQG� UHJLRQ�� 7KHVH� VRXUFHV� DOVR
LQFOXGH�GDWD�DQFKRUHG�E\�WKH�3HQQ�:RUOG�7DEOH��DQG�1HKUX�DQG�'KDUHVKZDU��%HFDXVH�RI�YDULRXV
GDWD�VRXUFHV�DQG�WKH�ZHDNQHVV�RI�WKH�GDWD�EDVH�RI�WKHVH�FRXQWULHV��WKH�UHOLDELOLW\�DQG�FRPSDUDELOLW\
RI�WKH�GDWD�FRXOG�EH�DIIHFWHG�E\�PDQ\�IDFWRUV�±�KHQFH�WKH�FROOHFWLRQ�RI�WKH�UHOHYDQW�DQG�DSSURSULDWH
GDWD�IRU�WKH�VWXG\�KDV�LQYROYHG�VRPH�MXGJHPHQW�DQG�FUHDWLYLW\�

�����&21&/86,21

7KH�PDLQ�DLP�RI�WKLV�SDSHU�ZDV�WR�LGHQWLI\�VRPH�RI�WKRVH�IDFWRUV�WKDW�KDYH�DIIHFWHG�JURZWK�LQ�WKH
&)$�IUDQF�FRXQWULHV�UHODWLYH�WR�WKH�1RQ�&)$�IUDQF�]RQH�FRXQWULHV��2U�UDWKHU�WR�LGHQWLI\�WKH�VSHFLDO
DUUDQJHPHQWV� EHWZHHQ� WKH� &)$� IUDQF� ]RQH� FRXQWULHV� DQG� )UDQFH� DQG� H[DPLQH� KRZ� HDFK� RI� WKH
LGHQWLILHG� DUUDQJHPHQW� KDYH� DIIHFWHG� WKH� VRFLR�HFRQRPLF� GHYHORSPHQW� RI� WKH� PRQHWDU\� ]RQH
FRXQWULHV�UHODWLYHO\�WR�WKH�RWKHUV��7KH�PRVW�LPSRUWDQW�IDFWRU��ZKLFK�UHIOHFWV�RWKHU�IDFWRUV��KDV�EHHQ
WKH�LQVWLWXWLRQDO�ULJLGLW\�LPSRVHG�E\�WKH�PRQHWDU\�DQG�H[FKDQJH�UDWH�DUUDQJHPHQWV��7KH�ULJLGLWLHV
KDYH� WHQGHG� WR�QHJDWLYHO\�DIIHFW�RWKHU�DVSHFWV�RI� WKH�HFRQRPLHV�RI� WKH�&)$�IUDQF�FRXQWULHV�� DQG
WKHUHIRUH� DIIHFW� WKHLU� ORQJ�WHUP� JURZWK� SURVSHFWV�� +HQFH� ORQJ�WHUP� JURZWK� DQG� GHYHORSPHQW
LQFOXGLQJ�SRYHUW\�UHGXFWLRQ�RU�HUDGLFDWLRQ�ZRXOG�GHSHQG�RQ�KRZ�WKHVH�REVWDFOHV�DUH�UHPRYHG�DQG
WKH�ZURQJV�FRUUHFWHG��7KDW�LV�WKH�ZHDNQHVV�RI�WKH�V\VWHP�UHPRYHG�DQG�WKH�VWUHQJWKV�RI�WKH�V\VWHPV
LPSURYHG�DQG�HQKDQFHG�

7KH�LPEDODQFHV��SDUWLFXODUO\�WKH�H[WHUQDO�LPEDODQFHV�ODFNHG�WKH�VHOI�FRUUHFWLQJ�PHFKDQLVPV��0RVW
RI� WKH� QRQ�&)$�FRXQWULHV� GHSHQGHG� RQ� H[WHUQDO� DGMXVWPHQW� VWUDWHJLHV� E\� UHO\LQJ� RQ� WKH� IOH[LEOH
H[FKDQJH�UDWH�IRU�DGMXVWPHQW�DOWKRXJK�ZLWK�KLJK�LQIODWLRQ��7KH�&)$�IUDQF�FRXQWULHV�WULHG�WR�FRUUHFW
WKH� LPEDODQFHV� E\� LQWHUQDO� DGMXVWPHQW�ZLWK�PXFK� GLIILFXOW\�� 7KH� UHJUHVVLRQ� UHVXOWV� DPRQJ� RWKHU



��

WKLQJV�VKRZ�WKH�QHJDWLYH�LPSDFW�RI�RYHU�YDOXDWLRQ�DQG�WKXV�VXJJHVW�D�SHJJLQJ�IOH[LELOLW\�H[FKDQJH
UDWH�UDWKHU�WKDQ�IL[HG�RQH�

7KH�H[SRUW�EDVH� LV�PDLQO\�SULPDU\�JRRGV�DQG� WKH�GHYDOXDWLRQ� LQFUHDVH�FDSDFLW\�XWLOL]DWLRQ� UDWKHU
WKDQ� FDSDFLW\� H[SDQVLRQ��9HU\� WKLQ� WUDGH�ZLWKLQ� WKH� ]RQH� DQG� ODUJH� WUDGH� EHWZHHQ� WKH� ]RQH� DQG
RWKHU� FRXQWULHV�� WKXV� JHQHUDWLQJ�PXFK� GLVHTXLOLEULXP�� +HQFH�0DFUR�HFRQRPLF� SROLF\� PXVW� WDNH
LQWR�FRQVLGHUDWLRQ�WKH�GLIIHUHQW�H[FKDQJH�UDWH�UHJLPHV�RI�LWV�WUDGLQJ�SDUWQHUV�

$�VWURQJ�DQG�XQLILHG�PRQHWDU\�V\VWHP�KDV�QRW�EHHQ�DEOH�WR�SURGXFH�D�VWURQJ�ILQDQFLDO�DQG�EDQNLQJ
V\VWHP� LQ� WKH� ]RQH��7KH�ZHDN�EDQNLQJ� VHFWRU� DOVR� HQFRXUDJHV� FDSLWDO� IOLJKW��7KH� ]RQH� FDQ� OHDUQ
YHU\�PXFK� IURP� LWV�PDMRU� WUDGLQJ�SDUWQHUV� WKH�(XURSHDQ�8QLRQ�ZKRVH�SURFHVV�RI�(FRQRPLF� DQG
0RQHWDU\�XQLRQ�KDV�EHHQ�JUDGXDO��VLPXOWDQHRXV�EXW�HIIHFWLYH�
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Table 1: Per Capita Income in US Dollars

YEAR CAMEROON CÔTE

D'IVOIRE

GABON SENEGAL TOGO GHANA KENYA NIGERIA TANZANIA ZIMBABWE

1980 587.17 1221.56 5285.25 521.13 442.49 414.26 435.81 1219.31 276.53 754.23

1981 737.01 1272.93 5914.07 540.99 453.95 381.39 395.33 1090.71 309.18 872.69

1982 861.66 1329.80 6394.47 675.58 472.78 351.87 356.82 1113.73 317.09 915.24

1983 1006.78 1326.22 6865.53 733.33 494.89 340.35 318.81 1040.33 310.04 804.26

1984 1191.29 1480.27 7252.04 743.25 505.18 356.66 316.89 996.73 276.02 637.97

1985 1409.81 1494.18 7534.64 814.01 528.29 354.09 301.57 942.96 317.72 518.97

1986 1454.81 1454.63 7378.00 865.75 554.16 438.54 342.20 474.82 217.41 591.68

1987 1349.95 1338.55 4706.01 946.82 546.65 378.64 345.64 241.20 146.81 621.76

1988 1232.57 1341.70 4999.95 1016.00 585.50 369.87 352.55 283.35 130.71 663.51

1989 1120.30 1255.77 5732.54 983.88 597.31 360.88 333.09 359.85 115.52 644.52

1990 1064.24 1088.40 6080.12 1006.52 595.51 375.77 380.98 284.07 102.18 641.30

1991 1030.84 1149.33 6113.26 978.10 592.15 426.36 314.63 295.08 158.90 647.20

1992 959.13 1084.79 5790.37 991.24 558.27 401.88 319.42 228.08 151.58 521.87

1993 912.09 1058.11 7172.22 1057.52 429.76 344.19 204.66 238.15 133.01 517.07

1994 979.25 1428.97 8603.44 1250.39 628.91 305.43 252.61 220.44 117.09 521.88

1995 1180.81 1673.43 9119.38 1367.94 718.53 354.10 298.00 275.21 138.17 572.94

1996 1280.37 1752.90 1456.86 291.57

Source: Author's calculation with data put together from World Bank (ADI 92&97), IMF (IFS year book 97) and ADB (ADR 98).

�
�
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Table 2: Some Basic Indicators as a Percentage of GDP for the Period 1980-97, Yearly Average

NON-CFA countries

EXP IMP TED TDS GDS GDI GE GR FB

GHANA 20.73 27 60.54 5.04 6.05 11.58 18.43 12.43 -4.52

KENYA 16.43 25.63 73.36 8.31 19.31 21.96 27.06 20.92 -3.16

NIGERIA 32.24 23.9 77.89 7.32 19.02 17.12 22.32 14.86 -7.03

TANZANIA 9.88 28.58 127.92 3.54 4.84 24.34 23.36 15.42 -3.92

ZIMBABWE 25.63 26.43 51.21 7.73 18.69 20.5 40.54 30.89 -10.98

NON-CFA AVG 20.982 26.308 78.184 6.388 13.582 19.1 26.342 18.904 -5.922

CFA countries

CAMEROON 22.44 14.6 31.8 2.8 24.33 19.57 20.63 16.9 -3.22

CÔTE D'IVOIRE 32.4 24.38 89.36 8.35 17.95 14.13 32.45 24.17 -7.72

GABON 46.64 18.88 37.08 3.32 43.01 28.54 33.46 30.58 -1.82

SENEGAL 17.05 27.09 47.89 3.8 3.84 12.92 20.82 18.23 -1.9

TOGO 19.48 33.64 64.2 3.1 12.78 20 29.52 22.62 -1.69

CFA AVG 27.602 23.718 54.066 4.274 20.382 19.032 27.376 22.5 -3.27

Source: Authors calculation from data put together from World Bank (ADI 92&97), IMF (IFS year book 97)

and ADB (ADR 98)

Where

EXP= export as a percentage of GDP

IMP= import as a percentage of GDP

TED= total external debt as a percentage of GDP

TDS= total debt servicing as a percentage of GDP

GDS= gross domestic saving as a percentage of GDP

GDI= gross domestic investment as a percentage of GDP

GE= government expenditure as a percentage of GDP

GR= government revenue as a percentage of GDP

FB= fiscal balance as a percentage of GDP
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Table 3: CFA Franc Zone and Non-CFA Franc Zone

1975-1985 1986-1993
FRANC
ZONE

NON
FRANC
ZONE

FRANC
ZONE

NON
FRANC
ZONE

Real growth rate of G.D.P.
(annual average %)

Real growth rate of G.D.P/
habitant
(annual average %)

Rate of Inflation
(annual average %)

Budgetary balance
(average G.D.P %)

External current account
(average G.D.P %)

Products exports
(average G.D.P %)

Products imports
(average G.D.P %)

External debt
(average G.D.P %)

4.6

1.7

11.2

-5

-6.5

28

23.8

38.2

1.4

-1.3

17.8

-6.1

-1.9

20.7

18.9

25.2

0.1

-2.8

1.1

-7.6

-7.4

22.3

18.7

73.7

2.5

-.03

22

-5.6

-0.8

24

20.9

57

Source: I.M.F 1994, and Semedo & Villieu 1997.
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Table 4: Public Investment in some African Countries (% GDP)

Country 1981-86 1987-91 Difference between
1981-86 and 1987-91

(per point)
Countries with fixed
exchange rates

10.6 7.4 -3.3

Côte d'Ivoire 10.0 3.5 -6.5
Congo 18.7 5.0 -13.2
Gabon 16.7 6.0 -10.7
Niger 8.7 8.2 -0.5
Senegal 3.8 2.8 -1.0
Cameroon 10.6 8.6 -2.0
Countries with flexible
exchange rates

6.8 6.8 0.0

Ghana 1.7 3.2 1.5
Uganda 2.2 5.0 2.8
Zambia 4.9 5.4 0.5
Tanzania 6.8 5.3 -1.5
Zimbabwe 6.0 8.0 2.1

Table 5: Human Poverty Index

CFA franc countries Non-CFA franc countries
Country Value (%) HPI Rank Country Value (%) HPI Rank
Congo 29.1 38 Zimbabwe 17.3 17
Cameroon 31.4 41 Botswana 22.9 29
Togo 39.3 49 Kenya 26.1 32
C.A.R 41.7 56 Lesotho 27.5 35
Guinea Bissau 43.6 58 Ghana 32.6 43
Côte d'Ivoire 46.3 63 Zambia 35.1 45
Mauritania 47.1 65 Tanzania 39.7 50
Senegal 48.7 68 Uganda 41.3 53
Burkina Faso 58.3 76 Nigeria 41.6 54
Niger 66 78 Sudan 42.2 57
Average 45.2 Average 32.7
Source: UNDP (HDR), 1997.
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Table 6: Share of Manufactured Exports in Total Exports

Country 1980-84 1985-89 1990-95
CFA ZONE Burkina Faso

Cameroon
Congo
Côte d'Ivoire
Mali
Senegal
Togo

5.73
2.75
5.97
6.11
10.45
12.63
10.53

5.22
2.76
8.58
7.63
12.39
14.19
4.67

6.22
2.64
20.89
10.43
12.84
12.52
7.86

NON CFA ZONE Ghana
Kenya
Madagascar
Malawi
Mauritius
Nigeria
Tanzania
Zambia
Zimbabwe

5.65
17.17
7.14
7.98
32.36
0.42
11.39
3.23
30.42

8.77
14.49
9.62
4.86
59.46
1.27
10.41
3.99
28.29

18.24
18.57
18.04
7.01
67.61
2.00
13.74
4.47
31.29

Source: Blackhurst and Lyakurwa 1998.

Table 7: Real Effective Exchange Rate (1990=100)

Year Cameroon Nigeria Côte
d'Ivoire

Gabon Togo

1979 89.8 329.2 104 111.8 126.2
1980 88.2 350.7 106.1 113.4 126.6
1981 80.9 388.7 90.9 100.7 125.2
1982 79.2 399.1 82.9 101.7 120.1
1983 82.2 471.5 79.8 99.8 119.5
1984 83.4 649.4 76.4 95.8 106.7
1985 87.1 689.4 76.3 98.3 102.1
1986 96.5 376.3 91.8 107.1 110.1
1987 108.1 120.2 102.1 105.4 109.4
1988 105.1 120.5 104 90.7 103.7
1989 97.1 107.5 98.5 92 96.5
1990 100 100 100 100 100
1991 95.7 85 96.5 87.1 95
1992 96.4 70.5 100.8 87.2 96.6
1993 89.8 77.2 99.2 84.1 93.3
1994 57.6 142.8 60.9 56.5 62.1
1995 66.4 120.8 70.2 62.5 71.9
1996 67.3 149.2 70.5 63.9 71.5
Source: Data put together from World Bank (ADI 92&97), IMF (IFS year book 97) and ADB (ADR 98).
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Table 8: Growth Equation

Dependent variables: Output Growth rate (
A

< )
Variable used CFA countries Non-CFA

countries
C Intercept 119.287

(6.8196)
147.783
(4.889)

GOVEXP Government
expenditure/GDP

-0.209
(1.590)

-0.315
(0.957)

INTR Interest rate 0.041
(0.021)

0.0981
(0.415)

INFL Inflation -0.015
(0.56)

-0.357
(2.189)

DEBTS Debt service/export -5.168
(4.145)

-1.287
(3.689)

TOT Terms of trade charge 0.217
(0.415)

0.305
(2.567)

OPEN (Import +export)/GDP 0.148
(1.581)

0.245
(2.891)

REER Real Exchange Rate (RER) -0.0641
(2.965)

0.0963
(1.819)

FORAD Foreign aid -0.214
(2.111)

0.467
(2.09)

FISBAL Fiscal balance/GDP -0.5182
(1.971)

-0.318
(2.108)

DEBT Debt/GDP -1.847
(3.714)

-0.981
(2.895)

INV Private investment 0.681
(3.137)

0.561
(2.984)

R2 0.378 0.452
F-statistics 14.5 13.06

DW statistics 1.91 2.02


