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$]HUEDLMDQ�LQ������RU������ZKHUH�WKH�SURSRVDO�WR�HVWDEOLVK�DQ�$]HUL�,$((�DI¿OLDWH�DQG�D�UHJLRQDO�DI¿OL�
DWH�ZRXOG�ERWK�EH�GLVFXVVHG��7KH�$]HUL�VWDWH�RLO�FRPSDQ\��62&$5��KDV�H[SUHVVHG�LQWHUHVW�LQ�VXSSRUWLQJ�
VXFK�DQ�HYHQW��*�UNDQ�DQG�,$((�([HFXWLYH�'LUHFWRU��'DYH�:LOOLDPV�KDYH�DOVR�SODQQHG�D�WULS�WR�*UHHFH��
0DFHGRQLD��.RVRYR��6HUELD��%RVQLD�+HU]HJRYLQD��$OEDQLD��0RQWHQHJUR��&URDWLD�DQG�6ORYHQLD�WR�SUR�
PRWH�,$((�LQ�WKH�UHJLRQ��
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(GLWRU¶V�1RWHV

:H�FRQFOXGH�RXU�IRFXV�RQ�WKH�JHRSROLWLFV�RI�RLO�DQG�QDWXUDO�JDV�ZLWK�WKLV�LVVXH�RI�WKH�)RUXP�DQG�KRSH�RXU�UHDGHUV�DUH�DV�
SOHDVHG�DV�ZH�DUH��1H[W�LVVXH�ZH¶OO�WXUQ�RXU�DWWHQWLRQ�WR�WKH�LPSDFW�RI�WKH�GHFOLQH�LQ�RLO�SULFHV�

/RUG�2[EXUJK�RI�/LYHUSRRO�SRVLWV�WKDW�WKHUH�LV�JHQHUDO�DJUHHPHQW�WKDW�WKH�DFFXPXODWLRQ�RI�JUHHQKRXVH�JDVHV�IURP�WKH�EXUQ�
LQJ�RI�IRVVLO�IXHOV�LV�GDQJHURXV�DQG�WKDW�WKH�PRVW�GDQJHU�FRPHV�IURP�WKH�FRQFHQWUDWLRQ�RI�&2��LQ�WKHVH�JKJ¶V��+LV�³EDWKWXE�
DQDORJ\´�LV�PRVW�HQOLJKWHQLQJ��2QH�LPSRUWDQW�DQVZHU��KH�VD\V��LV�&DUERQ�&DSWXUH�DQG�6WRUDJH��&&6���+H�RXWOLQHV�WKH�FXUUHQW�
VWDWXV�RI�&&6�FRVWV�DQG�XUJHV�PRUH�WHFKQLFDO�ZRUN�RQ�&&6�ZKLOH�DOVR�VXJJHVWLQJ�VRPH�DOWHUQDWLYH�DSSURDFKHV�WR�PDNLQJ�XVHIXO�
SURGXFWV�IURP�WKH�&2��
3DXO�7HPSHVW�IROORZV�XS�/RUG�2[EXUJK¶V�DUWLFOH�HPSKDVL]LQJ�WKDW�IRVVLO�IXHOV�DUH�QHFHVVDU\�WR�PDLQWDLQ�JURZWK�PRPHQWXP�

IRU�WKH�IXWXUH�DQG��WKHUHIRUH��ZH�PXVW�DFFHOHUDWH�IXQGDPHQWDO�UHVHDUFK�WR�GHYHORS�QHZ�QRQ�SROOXWDQW�WHFKQRORJLHV�ZKLOH�DW�WKH�
VDPH�WLPH�LQYHVWLQJ�DGHTXDWHO\�WR�HQVXUH�DQ�LQFUHDVHG�VXSSO\�RI�IRVVLO�IXHOV��
5RVV�0F&UDFNHQ�QRWHV�WKDW�GHVSLWH�LWV�FXUUHQW�KDUGVKLSV��8�6��VKDOH�RLO�KDV�D�VXSSO\�VLGH�UHVSRQVLYHQHVV�WKDW�ZLOO�VHH�LW�JDLQ�

PDUNHW�VKDUH�ORQJ�WHUP��,WV�DELOLW\�WR�UHVSRQG�WR�VKRUW�WHUP�FKDQJHV�LQ�WKH�RLO�SULFH�ZLOO�DIIHFW�WKH�ORQJHU�LQYHVWPHQW�F\FOH�RI�WKH�
FRQYHQWLRQDO�RLO�LQGXVWU\��7KH\��UDWKHU�WKDQ�VKDOH�RLO��ZLOO�EH�WKH�YLFWLP�RI�23(&¶V�FXUUHQW�RXWSXW�SROLF\�
%MRUQ�/RPERUJ�SUHVHQWV�VRPH�LQWHUHVWLQJ�HQHUJ\�WDUJHWV�IRU� WKH�ZRUOG�FRPPXQLW\�WR�FRQVLGHU�� LQFOXGLQJ�RQH�WKDW�ZRXOG�

SURGXFH�����LQ�JRRG�IRU�HYHU\����VSHQW�DQG�DQRWKHU�ZKHUH�WKH�EHQH¿W�FRVW�ZRXOG�EH�HYHQ�JUHDWHU��
-RKQ�:HLQEHUJHU�ZULWHV�WKDW�&KLQD¶V�JURZLQJ�RLO�DQG�JDV�GHPDQGV�DQG�LQFUHDVLQJ�UHOLDQFH�RQ�LPSRUWHG�VXSSOLHV�DUH�IRUFLQJ�

WKH�FRXQWU\�WR�VHHN�QHZ�VRXUFHV��LQFOXGLQJ�RII�VKRUH�RLO�DQG�JDV�UHVHUYHV�LQ�WKH�6RXWK�&KLQD�6HD�DQG�(DVW�&KLQD�6HD��&RQÀLFW�
LQJ� WHUULWRULDO�FODLPV�DPRQJ�&KLQD��-DSDQ��9LHWQDP�� WKH�3KLOLSSLQHV��7DLZDQ��0DOD\VLD�DQG�,QGRQHVLD�KDYH�GLVFRXUDJHG�RLO�
FRPSDQLHV�IURP�LQYHVWLQJ�LQ�WKH�UHJLRQ��&KLQD¶V�DJJUHVVLYH�VWDQFH�LQ�WKH�DUHD�KDV�NHSW�WHQVLRQV�KLJK�DQG�LQKLELWHG�UDWKHU�WKDQ�
HQFRXUDJHG�RLO�DQG�JDV�SURGXFWLRQ�
$YLHO�9HUEUXJJHQ�DQG�7KLMV�9DQ�GH�*UDDI�SRLVLW�WKDW�WKH�GRPLQDQW�YLHZ�RI�RLO�JHRSROLWLFV�DV�D�VWUXJJOH�RYHU�VFDUFH�UHVHUYHV�

LV�ORSVLGHG��$VVXPLQJ�WKDW�VWULFW�FDUERQ�OLPLWV�ZLOO�EH�LPSRVHG�DV�D�UHVXOW�RI�H[SHFWHG�FOLPDWH�FKDQJH��WKH\�EHOLHYH�RLO�PDUNHWV�
ZLOO�IDFH�D�VWUXFWXUDO�JOXW��7KH�JHRSROLWLFV�RI�RLO�UHYROYHV�DURXQG�DEXQGDQFH�LQGXFHG�FRQÀLFW��ZLWK�ULYDO�RLO�SURGXFHUV�FRPSHW�
LQJ�WR�VHUYH�WKH�VKULQNLQJ�RLO�PDUNHW��
0DPGRXK�6DODPHK�VXJJHVWV� WKDW� WKH�VWHHS�GHFOLQH�LQ�RLO�SULFHV�KDV�PRUH�WR�GR�ZLWK�JHRSROLWLFV� WKDQ�JOXW�DQG�HFRQRPLF�

VORZGRZQ��+H�DUJXHV�WKDW�RLO�SULFHV�ZLOO�VWDUW�WR�UHERXQG�VRRQ�
)UHG�%��2OD\HOH�FRPPHQWV�WKDW�WKH�FXUUHQW�VOLGH�LQ�RLO�SULFHV�XQGHUVFRUHV�WKH�LPSRUWDQFH�RI�WKH�FRPSOH[�LQWHUSOD\�RI�HFR�

QRPLFV��JHRSROLWLFV�DQG�WHFKQRORJ\�LQ�WKH�JOREDO�HQHUJ\�SLFWXUH��7KLV�FRQWLQXHV�WR�LPSDFW�SROLF\�FKRLFHV�DFURVV�WKH�ZRUOG��
-RVHSK�1DHPL�QRWHV�WKDW�WKH�JHRSROLWLFV�RI�RLO�DQG�JDV�LV�HYROYLQJ�IURP�RQH�ZLWK�D�3HUVLDQ�*XOI�FHQWULF�RULHQWDWLRQ�WR�RQH�

ZLWK�DQ�(DVW�:HVW�RULHQWDWLRQ�DQG�WKDW�LW�WKUHDWHQV�WR�
HVFDODWH�JHRSROLWLFDO�WHQVLRQV��+H�FLWHV�WKH�DOLJQPHQW�
RI�5XVVLDQ�DQG�&KLQHVH�HQHUJ\�LQWHUHVWV��WKH�QHJDWLYH�
LPSDFWV�RQ�WKH�8�6��GROODU�DQG�ULVLQJ�LPSDFWV�RQ�WKH�
&KLQHVH�\XDQ�DV�WKH�JOREDO�EDODQFH�RI�WUDGH�VKLIWV��+H�
QRWHV�WKDW�WKH�KLVWRU\�RI�PDQNLQG�LV�IUDXJKW�ZLWK�ZDUV�
DQG�FRQÀLFWV�RI�DOO�NLQGV�DQG� WKDW� WRGD\�ZH�DUH� LQ�D�
QDWXUDO� UHVRXUFHV�ZDU� DQG� HVSHFLDOO\� WKH� EDWWOH� RYHU�
HQHUJ\�UHVRXUFHV��*LYHQ�WKH�EDFNVWRU\�KH�RXWOLQHV��KH�
XUJHV�D�UHYDPSLQJ�RI�WKH�8QLWHG�1DWLRQV�LQWR�D�IRUXP�
IRU�WKH�ZRUOG¶V�QDWLRQV�WR�GHEDWH�DQG�IRUPXODWH�SXEOLF�
SROLFLHV�IRU�WKH�EHWWHUPHQW�RI�DOO�
5REHUW�*HUPHVKDXVHQ��3KLOLSS�0DVVLHU�DQG�1LNR�

ODV�:|O¿QJ�SUHVHQW�UHVXOWV�RI�D�VXUYH\�RI�*HUPDQ�HQ�
HUJ\�PDUNHW�H[SHUWV�RQ�WKH�H[SHFWHG�LPSDFWV�IURP�WKH�
FULVHV�LQ�WKH�8NUDLQH�RQ�WKH�(8¶V�HQHUJ\�VXSSO\��
<XUL�<HJRURY�DQG�)UDQ]�:LUO�H[SODLQ�WKDW�GXH�WR�WKH�

KLJK�FRVW�RI�WUDQVSRUW�WKHUH�LV�QR�XQLTXH�SULFH�RI�QDWX�
UDO�JDV��)XUWKHU��WKH�QHHG�IRU�SLSHOLQHV�WR�WUDQVLW�FRXQ�
WULHV�FDQ�OHDG�WR�WKH�LPSRVLWLRQ�RI�PRQRSRO\�FRVWV�DQG�
SOD\LQJ�RI� WUDQVLW� JDPHV��7KLV� FUHDWHV� D�JHRSROLWLFDO�
DVSHFW�IRU�QDWXUDO�JDV��7KH\�DQDO\VH�WKH�JURZLQJ�UROH�
RI�JHRSROLWLFV�IRU�QDWXUDO�JDV�PDUNHWV�LQ�(XURSH�

'/:

1HZVOHWWHU�'LVFODLPHU
,$((�LV�D�����F�����FRUSRUDWLRQ�DQG�QHLWKHU�WDNHV�DQ\�SRVLWLRQ�RQ�DQ\�

SROLWLFDO�LVVXH�QRU�HQGRUVHV�DQ\�FDQGLGDWHV��SDUWLHV��RU�SXEOLF�SROLF\�SUR�
SRVDOV�� � ,$((�RI¿FHUV�� VWDII�� DQG�PHPEHUV�PD\�QRW� UHSUHVHQW� WKDW� DQ\�
SROLF\�SRVLWLRQ�LV�VXSSRUWHG�E\�WKH�,$((�QRU�FODLP�WR�UHSUHVHQW�WKH�,$((�
LQ�DGYRFDWLQJ�DQ\�SROLWLFDO�REMHFWLYH���+RZHYHU��LVVXHV�LQYROYLQJ�HQHUJ\�
SROLF\� LQKHUHQWO\� LQYROYH� TXHVWLRQV� RI� HQHUJ\� HFRQRPLFV�� � (FRQRPLF�
DQDO\VLV� RI� HQHUJ\� WRSLFV� SURYLGHV� FULWLFDO� LQSXW� WR� HQHUJ\� SROLF\� GHFL�
VLRQV��,$((�HQFRXUDJHV�LWV�PHPEHUV�WR�FRQVLGHU�DQG�H[SORUH�WKH�SROLF\�
LPSOLFDWLRQV�RI�WKHLU�ZRUN�DV�D�PHDQV�RI�PD[LPL]LQJ�WKH�YDOXH�RI�WKHLU�
ZRUN���,$((�LV�WKHUHIRUH�SOHDVHG�WR�RIIHU�LWV�PHPEHUV�D�QHXWUDO�DQG�ZKRO�
O\�QRQ�SDUWLVDQ�IRUXP�LQ�LWV�FRQIHUHQFHV�DQG�ZHE�VLWHV�IRU�LWV�PHPEHUV�WR�
DQDO\]H�VXFK�SROLF\�LPSOLFDWLRQV�DQG�WR�HQJDJH�LQ�GLDORJXH�DERXW�WKHP��
LQFOXGLQJ�DGYRFDF\�E\�PHPEHUV�RI�FHUWDLQ�SROLFLHV�RU�SRVLWLRQV��SURYLGHG�
WKDW� VXFK�PHPEHUV�GR� VR�ZLWK� IXOO� UHVSHFW�RI� ,$((¶V�QHHG� WR�PDLQWDLQ�
LWV�RZQ�VWULFW�SROLWLFDO�QHXWUDOLW\�� �$Q\�SROLF\�HQGRUVHG�RU�DGYRFDWHG�LQ�
DQ\�,$((�FRQIHUHQFH��GRFXPHQW��SXEOLFDWLRQ��RU�ZHE�VLWH�SRVWLQJ�VKRXOG�
WKHUHIRUH�EH�XQGHUVWRRG�WR�EH�WKH�SRVLWLRQ�RI�LWV�LQGLYLGXDO�DXWKRU�RU�DX�
WKRUV��DQG�QRW�WKDW�RI�WKH�,$((�QRU�LWV�PHPEHUV�DV�D�JURXS���$XWKRUV�DUH�
UHTXHVWHG�WR�LQFOXGH�LQ�DQ�VSHHFK�RU�ZULWLQJ�DGYRFDWLQJ�D�SROLF\�SRVLWLRQ�
D�VWDWHPHQW�WKDW�LW�UHSUHVHQWV�WKH�DXWKRU¶V�RZQ�YLHZV�DQG�QRW�QHFHVVDULO\�
WKRVH�RI� WKH� ,$((�RU� DQ\�RWKHU�PHPEHUV�� �$Q\�PHPEHU�ZKR�ZLOOIXOO\�
YLRODWHV� ,$((¶V� SROLWLFDO� QHXWUDOLW\�PD\� EH� FHQVXUHG� RU� UHPRYHG� IURP�
PHPEHUVKLS�
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0DQDJLQJ�WKH�/HJDF\�RI�)RVVLO�)XHOV
%\�5RQDOG�2[EXUJK
7KHUH�DUH�VWLOO�PDQ\�XQFHUWDLQWLHV�LQ�FOLPDWH�VFLHQFH�EXW�DOWKRXJK�XQGHUVWDQGLQJ�PD\�GLIIHU�LQ�PDWWHUV�

RI�GHWDLO�WKHUH�LV�JHQHUDO�DJUHHPHQW�WKDW�WKH�DFFXPXODWLRQ�RI�JUHHQKRXVH�JDVHV�LQ�WKH�DWPRVSKHUH�IURP�
EXUQLQJ�IRVVLO�IXHOV�LV�DOUHDG\�OHDGLQJ�WR�FKDQJHV�LQ�FOLPDWH�RYHU�DQG�DERYH�WKRVH�FKDQJHV�WKDW�RFFXU�
QDWXUDOO\�VXFK�DV�WKH�DOWHUQDWLRQ�RI�LFH�DJHV�DQG�LQWHU�JODFLDO�SHULRGV���
)RU�WKLV�UHDVRQ�PRVW�JRYHUQPHQWV�QRZ�DJUHH�±�LI�ZLWK�GLIIHUHQW�GHJUHHV�RI�FRPPLWPHQW�±�WKDW�DFWLRQ�

KDV�WR�EH�WDNHQ�WR�FXUE�WKH�HPLVVLRQV�IURP�IRVVLO�IXHOV�DQG�LQGXVWULDO�SURFHVVHV��,Q�VSLWH�RI�WKLV�DJUHHPHQW�
WKH�FRQFHQWUDWLRQ�RI�&2���WKH�PRVW�LPSRUWDQW�JUHHQKRXVH�JDV��LQ�WKH�DWPRVSKHUH�KDV�FRQWLQXHG�ULVH�RYHU�
WKH�ODVW�¿IW\�\HDUV�DORQJVLGH�WKH�H[SORVLYH�JURZWK�RI�WKH�ZRUOG�SRSXODWLRQ��0RUHRYHU��HPLVVLRQV�KDYH�
JURZQ�KDOI�DV�IDVW�DJDLQ�DV�SRSXODWLRQ��1RW�RQO\�LV�PRUH�IRVVLO�IXHO�EHLQJ�XVHG�EHFDXVH�WKHUH�DUH�PRUH�
SHRSOH�RQ�WKH�SODQHW��EXW�WKHLU�DYHUDJH�SHU�FDSLWD�HQHUJ\�XVH�LV�VWHDGLO\�ULVLQJ�DV�ZHOO��7R�EH�VXUH�HQHUJ\�
VRXUFHV�VXFK�DV�ZLQG��K\GUR�DQG�VRODU�DUH�RQ�WKH�LQFUHDVH��WRR��EXW�LQFUHDVLQJ�RYHUDOO�HQHUJ\�GHPDQG�
PHDQV�WKDW�WKHLU�SURSRUWLRQ�LQ�WKH�HQHUJ\�PL[�KDV�VFDUFHO\�FKDQJHG�DQG�WKH\�VWLOO�DFFRXQW�IRU�OLWWOH�PRUH�
WKDQ�����RI�HQHUJ\�FRQVXPHG�
:KHQ�JRYHUQPHQWV�RU�MRXUQDOLVWV�WDON�DERXW�PDQDJLQJ�HPLVVLRQV�WKH\�RIWHQ�SUHVHQW�WKH�SUREOHP�DV�

RQH�RI�QRW�LQFUHDVLQJ�WKH�UDWH�RI�RXU�HPLVVLRQV�DQG�VWDELOLVLQJ�DW�RXU�SUHVHQW�OHYHOV��8QIRUWXQDWHO\�WKLV�
DSSURDFK�PLVVHV�WKH�SRLQW��,I�ZH�WKLQN�RI�WKH�DWPRVSKHUH�DV�DQ�HQRUPRXV�¿OOLQJ�EDWKWXE�DQG�WKH�DPRXQW�
RI�&2��LQ�WKH�DWPRVSKHUH�DV�WKH�OHYHO�RI�WKH�ZDWHU��VWDELOLVLQJ�HPLVVLRQV�PHDQV�OHDYLQJ�WKH�ZDWHU�WDSV�
UXQQLQJ�DW�WKH�VDPH�UDWH�DQG�FRQWLQXLQJ�WR�¿OO�WKH�EDWK��$V�IDU�DV�ZH�FDQ�WHOO�RXU�EDWK�LV�DW�SUHVHQW�RYHU�
KDOI�IXOO��DQG�LI�HPLVVLRQV�FRQWLQXH�WR�ULVH�ZH�KDYH�RQO\�DQRWKHU�¿IW\�\HDUV�RU�VR�WR�DYRLG�FDWDVWURSKLF�
FKDQJHV�LQ�FOLPDWH�VXFK�DV�EUHDNLQJ�GRZQ�RI�WKH�*XOI�6WUHDP�DQG�GLVUXSWLRQ�RI�WKH�PRQVRRQV��QRW�WR�
PHQWLRQ�FKDRWLF�FRQGLWLRQV�IRU�ZRUOG�DJULFXOWXUH�
,Q�VSLWH�RI�EHVW�HIIRUWV�WR�VSHHG�WKH�LQWURGXFWLRQ�RI�PRUH�UHQHZDEOH�HQHUJ\��QRW�WR�PHQWLRQ�K\GUR�DQG�

QXFOHDU��LW�LV�FOHDU�WKDW�DW�WKHLU�SUHVHQW�UDWH�RI�JURZWK�WKH\�ZLOO�DW�EHVW�VLPSO\�VOLJKWO\�GHOD\�WKH�RYHUÀRZ�
LQJ�RI�WKH�EDWK��7R�KDYH�VLJQL¿FDQW�LPSDFW�RQ�WKH�SUREOHP�WKH�HPLVVLRQV�PXVW�QRW�EH�DOORZHG�WR�HQWHU�
WKH�DWPRVSKHUH��7KLV�PHDQV�VSHHGLQJ�XS�ZRUN�RQ�WKH�VXLWH�RI�WHFKQRORJLHV�NQRZQ�DV�&DUERQ�&DSWXUH�
DQG�6WRUDJH��&&6��WKDW�WUDS�JUHHQKRXVH�JDV�HPLVVLRQV�DW�VRXUFH�ZKHWKHU�WKDW�EH�D�SRZHU�VWDWLRQ��DQ�RLO�
UH¿QHU\�RU�D�FHPHQW�ZRUNV��3UHVHQW�SUDFWLFH�LV�WR�FDSWXUH�WKH�HPLVVLRQV�DQG�WKHQ�WUDQVSRUW�WKHP�±�SURE�
DEO\�E\�SLSHOLQH�±�WR�D�SODFH�ZKHUH�WKH\�FDQ�EH�SXPSHG�XQGHUJURXQG�DQG�VWRUHG�LQ�DEDQGRQHG�RLO�RU�JDV�
¿HOGV�RU�LQ�VDOLQH�DTXLIHUV��7R�FRQWLQXH�WKH�EDWKWXE�DQDORJ\�WKLV�LV�HTXLYDOHQW�WR�HDVLQJ�RXW�WKH�SOXJ�IURP�
WKH�SOXJKROH�VXI¿FLHQWO\�IRU�WKH�ZDWHU�UXQQLQJ�RXW�WR�EDODQFH�WKH�ZDWHU�ÀRZLQJ�LQ��$�SRZHU�VWDWLRQ�ZLWK�
&&6�SURYLGHV�ORZ�FDUERQ�HQHUJ\�
$OO� WKH�EDVLF� WHFKQRORJLHV�IRU�&&6�DUH�ZHOO�NQRZQ�WR�WKH�FKHPLFDO�DQG�SHWUROHXP�HQJLQHHULQJ�LQ�

GXVWULHV�DQG�FRPELQLQJ�WKHP�DV�DQ�RSHUDWLQJ�V\VWHP�DW�DQ�LQGXVWULDO�VRXUFH�RI�&2��LV�SHUIHFWO\�IHDVLEOH��
8QIRUWXQDWHO\�DW�WKH�HQG�RI�������WKHUH�LV��DV�IDU�DV�,�NQRZ��RQO\�RQH�SRZHU�VWDWLRQ�LQ�WKH�ZRUOG�WKDW�KDV�
GRQH�WKLV�DQG�LV�RSHUDWLQJ�ZLWK�IXOO�&&6��7KDW�LV�WKH�VWDWLRQ�DW�%RXQGDU\�'DP�LQ�6DVNDWFKHZDQ��&DQDGD��
7KH�&DQDGLDQ�SURMHFW�ZDV�FRPSOHWHG�ZLWK�VXEVWDQWLDO�VWDWH�VXSSRUW��&&6�SURMHFWV�LQ�RWKHU�SDUWV�RI�

WKH�ZRUOG�DUH�OHVV�DGYDQFHG�EXW�DOO�GHSHQG�RQ�VWDWH�VXSSRUW���$QG�WKHUHLQ�OLHV�WKH�QXE�RI�WKH�SUREOHP��DW�
SUHVHQW�WKHUH�LV�QR�EXVLQHVV�FDVH�IRU�WKH�SULYDWH�VHFWRU�WR�PDNH�&&6�D�KLJK�SULRULW\�DQG�FRPPLW�WR�WKH�
UHTXLUHG�KHDY\�LQYHVWPHQW��7KH�FRVWV�RI�WKH�FXUUHQW�WHFKQRORJ\�DUH�VXEVWDQWLDO�QRW�RQO\�EHFDXVH�RI�WKH�
DGGLWLRQDO�SODQW�QHHGHG�DW�WKH�&2��VRXUFH��EXW�DOVR�EHFDXVH�WKH�JDV�KDV�WR�EH�FRPSUHVVHG�IRU�WUDQVSRUW�E\�
SLSHOLQH�DQG�LQMHFWLRQ�XQGHUJURXQG��DQG�EHFDXVH�D�VXLWDEOH�VXEWHUUDQHDQ�VWRUH�KDV�WR�EH�GHYHORSHG��7KH�
DGGLWLRQDO�HQHUJ\�QHHGHG�WR�SURFHVV�WKH�ÀXH�JDVHV�DQG�WR�FRPSUHVV�WKHP�FRXOG�LQ�
WKH�FDVH�RI�D�SRZHU�VWDWLRQ�DPRXQW�WR�LQFUHDVLQJ�WKH�FRVW�RI�JHQHUDWLQJ�HOHFWULFLW\�
E\������7KHUH�LV�FOHDUO\�OLWWOH�LQFHQWLYH�IRU�DQ\�SRZHU�FRPSDQ\�WR�LQVWDOO�&&6�
PHDVXUHV�RQ�DQ\�RI�WKHLU�SRZHU�SODQWV�XQOHVV�*RYHUQPHQW�GHSOR\V�RQH�RU�RWKHU�
RI�ERWK�RI�WKH�OHYHUV�DW�WKHLU�GLVSRVDO�QDPHO\�UHJXODWLRQ�RU�VXEVLG\��$W�SUHVHQW�
WKHUH�KDV�EHHQ�WRR�OLWWOH�RI�HLWKHU�WR�FRQYLQFH�LQGXVWU\�WR�LPSOHPHQW�&&6�ZLWK�
DQ\�VHQVH�RI�XUJHQF\�
$OWKRXJK�WKH�GHYHORSHG�ZRUOG�ZRXOG�QRW�ZHOFRPH�&&6�FRVWV�RQ�WKH�PDVVLYH�

VFDOH�QHHGHG�WR�DGGUHVV�WKH�JOREDO�SUREOHP��WKH�FRVWV�ZRXOG�SUREDEO\�EH�PDQ�
DJHDEOH��SDUWLFXODUO\�LQ�OLJKW�RI�WKH�UHSRUW�RI�WKH�&&6�&RVW�5HGXFWLRQ�7DVN�)RUFH�
WKDW�IRUHVDZ�VLJQL¿FDQW�FRVW�VDYLQJV�DV�WKH�WHFKQRORJ\�GHYHORSHG��$URXQG�����
RI�WKH�FRVW�RI�&&6�FRPHV�IURP�WKH�SUHVHQW�FDSWXUH�SURFHVV�ZKLFK�LV�ERWK�FDSH[�

�/RUG�2[EXUJK�RI�/LYHUSRRO��.%(�)56�� � LV�D�
JUDGXDWH� RI� 8QLYHUVLW\� &ROOHJH�� 2[IRUG� DQG�
3ULQFHWRQ�8QLYHUVLW\�ZKHUH�KH�ZRUNHG�RQ�WKH�
HPHUJLQJ� WKHRU\� RI� SODWH� WHFWRQLFV��$W�&DP�
EULGJH� 8.� KH� ZDV� +HDG� RI� WKH� 'HSDUWPHQW�
RI� (DUWK� 6FLHQFHV� DQG� 3UHVLGHQW� RI� 4XHHQ¶V�
&ROOHJH��)URP���������KH�ZDV�&KLHI�6FLHQ�
WL¿F�$GYLVHU� WR� WKH�8.�0LQLVWU\� RI�'HIHQFH�
DQG�5HFWRU�RI�,PSHULDO�&ROOHJH��/RQGRQ��'XU�
LQJ� ������� KH� ZDV� QRQ�H[HFXWLYH� &KDLUPDQ�
RI�6KHOO��7RGD\�� DPRQJ�PDQ\�RWKHU� DSSRLQW�
PHQWV��KH�LV�WKH�KRQRUDU\�SUHVLGHQW�RI�WKH�&DU�
ERQ�&DSWXUH�DQG�6WRUDJH�$VVRFLDWLRQ�



���_�� 6HFRQG�4XDUWHU�����

DQG�RSH[�LQWHQVLYH��$�OHVV�H[SHQVLYH�SURFHVV�LV�XUJHQWO\�QHHGHG�WR�DYRLG�EXEEOLQJ�WKH�ÀXH�JDVHV�WKURXJK�
D�VROYHQW�WKDW�VHOHFWLYHO\�GLVVROYHV�&2��DQG�WKHQ�KHDWLQJ�WKH�VROYHQW�WR�UHOHDVH�WKH�JDV��
$OWKRXJK�WKH�GHYHORSHG�ZRUOG�PLJKW�DEVRUE�WKH�DGGLWLRQDO�FRVWV�RI�&&6��WKH�GHYHORSHG�ZRUOG�LV�QRW�

ZKHUH� WKH�PDLQ�FKDOOHQJH� OLHV��$W�SUHVHQW�DURXQG�KDOI� WKH�*+*�HPLVVLRQV�FRPH�IURP�WKH�GHYHORSHG�
ZRUOG�DQG�KDOI�IURP�QRQ�2(&'�FRXQWULHV�DQG�&KLQD��)RUZDUG�SURMHFWLRQV�VKRZ�WKH�2(&'�FRXQWULHV�
HPLVVLRQV�GURSSLQJ�VOLJKWO\�ZKLOH�WKRVH�IURP�RWKHU�SDUWV�RI�WKH�ZRUOG�LQFUHDVH��%\������LW�LV�H[SHFWHG�
WKDW�DERXW�RQH�WKLUG�RI�WKH�HPLVVLRQV�ZLOO�EH�GXH�WR�WKH�2(&'��RQH�WKLUG�WR�&KLQD�DQG�RQH�WKLUG�WR�WKH�
RWKHUV��,W�LV�FOHDUO\�XQUHDOLVWLF�WR�H[SHFW�FRXQWULHV�WKDW�KDYH�UHODWLYHO\�ORZ�VWDQGDUGV�RI�OLYLQJ�DQG�IDFH�
PDMRU�LPPHGLDWH�SUREOHPV�RI�KHDOWK��ZDWHU�VXSSO\�DQG�IRRG��WR�JLYH�SULRULW\�WR�D�SUREOHP�WKDW�KDV�LWV�
PDMRU�LPSDFW�VRPH�GHFDGHV�LQ�WKH�IXWXUH��WKH�PRUH�VR�ZKHQ�WKH�SUREOHP�ZDV�ODUJHO\�JHQHUDWHG�E\�PRUH�
WKDQ�D�FHQWXU\�DQG�KDOI�RI�HPLVVLRQV�IURP�PHPEHUV�RI�WKH�2(&'�
,W�IROORZV�WKDW�QRW�RQO\�LV�WKHUH�DQ�XUJHQW�QHHG�WR�LPSOHPHQW�&&6�ZLGHO\�EHIRUH�WKH�EDWKWXE�RYHUÀRZV�

EXW�DOVR�WR�¿QG�D�ZD\�RI�GRLQJ�LW�DIIRUGDEO\��2QH�UHDOLVWLF�SRVVLELOLW\�WKDW�ZLOO�EH�IHDVLEOH�LQ�VRPH�SODFHV�
LV�WR�XVH�WKH�FDSWXUHG�&2��IRU�HQKDQFHG�RLO�UHFRYHU\�LQ�DJHLQJ�RLO�¿HOGV��&2��LV�SXPSHG�LQWR�WKH�¿HOG�
WR�GLVSODFH�UHVLGXDO�RLO�DQG�HQKDQFH�LWV�ÀRZ��7KH�&2��LV�WKHQ�UHWDLQHG�XQGHUJURXQG��&&6�GRQH�WKLV�ZD\�
SD\V�IRU�LWVHOI�EXW�WKH�RSSRUWXQLWLHV�DUH�UDWKHU�OLPLWHG�
$Q�DOWHUQDWLYH�DSSURDFK�QRZ�UHFHLYLQJ�DWWHQWLRQ�LV�WR�¿QG�ZD\V�RI�XVLQJ�WKH�&2��WR�PDNH�XVHIXO�SURG�

XFWV��$W�OHDVW�RQH�EXVLQHVV�LV�PDNLQJ�PRQH\�WRGD\�E\�WDNLQJ�FRPPHUFLDOO\�SURGXFHG�&2��DQG�DOORZLQJ�
LW�WR�UHDFW�ZLWK�VROLGV�UHFRYHUHG�IURP�XUEDQ�JDUEDJH�WR�PDNH�FDUERQDWH�SHOOHWV�WKDW�FDQ�EH�XVHG�WR�PDNH�
OLJKW�EXLOGLQJ�EORFNV��,Q�SULQFLSOH��PDNLQJ�VROLG�FDUERQDWH�EXLOGLQJ�PDWHULDOV�LV�D�SURFHVV�WKDW�FRXOG�EH�
ZLGHO\�GHYHORSHG�SURYLGHG�WKHUH�LV�D�SOHQWLIXO�VXSSO\�RI�VXLWDEOH�UHDFWDQWV��PXFK�QDWXUDO�URFN�KDV�D�VXLW�
DEOH�FRPSRVLWLRQ��EXW�LI�LW�KDV�WR�EH�FUXVKHG�WR�UHDFW�ZLWK�WKH�JDV�WKH�SURFHVV�LV�QRW�OLNHO\�WR�EH�HFRQRPLF��
2WKHU�UHVHDUFK�LV�IRFXVVHG�RQ�XVLQJ�WKH�&2��WR�PDNH�PHWKDQRO�RU�JUDSKLWH��<HW�RWKHU�JURXSV�DUH�H[SORU�
LQJ�WKH�SRVVLELOLW\�RI�XVLQJ�XQVHSDUDWHG�ÀXH�JDV�GLUHFWO\�IRU�VRPH�RI�WKHVH�UHDFWLRQV��7KHVH�HIIRUWV�FRPH�
XQGHU�WKH�JHQHUDO�QDPH�RI�&2��UHXVH�RU�&2��PLQHUDOLVDWLRQ�
:KDWHYHU�HIIRUWV�DUH�PDGH�WR�UHGXFH�RXU�GHSHQGHQFH�RQ�IRVVLO�IXHOV�WKH\��IRVVLO�IXHOV��ZLOO�EH�DURXQG�

IRU�GHFDGHV� WR�FRPH�DQG� LI� WKH�EDWKWXE� LV�QRW� WR�RYHUÀRZ�ZH�PXVW�VRPHKRZ�LPPRELOLVH� WKHLU�HPLV�
VLRQV��&&6�FDQ�EH�DSSOLHG�ERWK�WR�FRDO�DQG�JDV�DOWKRXJK�FRDO�VKRXOG�KDYH�SULRULW\�LQVRIDU�DV�LW�SURGXFHV�
URXJKO\�KDOI�DV�PXFK�XVHIXO�HQHUJ\�DV�IRU�WKH�VDPH�HPLVVLRQV��,PPRELOLVDWLRQ�RI�HPLVVLRQV�ZLOO�EHFRPH�
SHUYDVLYH�UDSLGO\�RQO\�ZKHQ�&2��FDQ�EH�WXUQHG�LQWR�D�PRQH\�PDNLQJ�UHVRXUFH�UDWKHU�WKDQ�D�ZDVWH�WKDW�
PXVW�EH�PDQDJHG��*LYHQ�WKDW�PRVW�RI�WKH�HPLVVLRQV�JURZWK�LV�OLNHO\�WR�FRPH�IURP�GHYHORSLQJ�FRXQWULHV�
PLQHUDOLVDWLRQ�RI�HPLVVLRQ�JDVHV�LQWR�EXLOGLQJ�PDWHULDOV�ZRXOG�VHHP�SDUWLFXODUO\�DSSURSULDWH���7KH�YRO�
XPHV�RI�VROLGV�SURGXFHG�ZRXOG�EH�PDVVLYH��
:LWKRXW�VRPH�IRUP�RI�&&6�XUJHQWO\�,�VHH�QR�ZD\�RI�SUHYHQWLQJ�WKH�EDWK�IURP�RYHUÀRZLQJ�

�,$((�LV�UHJLVWHUHG�ZLWK�*$53��*OREDO�$VVRFLDWLRQ�RI�5LVN�
3URIHVVLRQDOV��DV�DQ�$SSURYHG�3URYLGHU�RI�&RQWLQXLQJ�

3URIHVVLRQDO�'HYHORSPHQW��&3(��FUHGLWV��*$53�LV�D�QRW�IRU�SUR¿W�JOREDO�PHP�
EHUVKLS�RUJDQL]DWLRQ�GHGLFDWHG�WR�SUHSDULQJ�SURIHVVLRQDOV�DQG�RUJDQL]DWLRQV�WR�
PDNH�EHWWHU�LQIRUPHG�ULVN�GHFLVLRQV��0HPEHUVKLS�UHSUHVHQWV�PRUH�WKDQ���������
SURIHVVLRQDOV�IURP�EDQNV��LQYHVWPHQW�PDQDJHPHQW�¿UPV��JRYHUQPHQW�DJHQ�
FLHV�DQG�DFDGHPLF�LQVWLWXWLRQV��*$53�DGPLQLVWHUV�WKH�(QHUJ\�5LVN�3URIHVVLRQDO�
�(53���)LQDQFLDO�5LVN�0DQDJHU��)50���H[DPV��FHUWL¿FDWLRQV�UHFRJQL]HG�E\�
ULVN�SURIHVVLRQDOV�ZRUOGZLGH��,$((�LV�UHJLVWHUHG�ZLWK�*$53�DV�DQ�$SSURYHG�
3URYLGHU�RI�&3'�FUHGLWV�IRU�)50V�DQG�(53V��7R�OHDUQ�PRUH�DERXW�*$53�SOHDVH�
YLVLW�ZZZ�JDUS�RUJ

��
�



,QWHUQDWLRQDO�$VVRFLDWLRQ�IRU�(QHUJ\�(FRQRPLFV� _���

$YRLGLQJ�&DWDVWURSKH��$Q�$FXWH�'DQJHU�)URP�&KDQJLQJ�
&OLPDWH
%\�3DXO�7HPSHVW
7KH�PRVW�SUHVVLQJ�PHVVDJH�IURP�/RUG�2[EXUJK�LQ�WKH�SUHYLRXV�DUWLFOH�LV�LWV�ZDUQLQJ�DERXW�WKH�OLNHO\�

VHYHUH�LPSDFW�RI�FOLPDWH�FKDQJH�ZLWKLQ�WKH�QH[W����WR����\HDUV��7KH�DFFXPXODWLRQ�RI�JUHHQKRXVH�JDV�LQ�
WKH�HDUWK¶V�DWPRVSKHUH�FDQ�EH�DWWULEXWHG�ODUJHO\�DQG�ZLWK�D�KLJK�GHJUHH�RI�FHUWDLQW\�WR�LQGXVWULDOLVDWLRQ�LQ�
WKH�QLQHWHHQWK�FHQWXU\�PDLQO\�WR�WKH�XVH�RI�FRDO�LQ�(XURSH�DQG�1RUWK�$PHULFD�DQG�WR�DQ�DFFHOHUDWLRQ�RI�
PXFK�ZLGHU�SROOXWLRQ�RI�WKH�DWPRVSKHUH�GXULQJ�WKH�WZHQWLHWK�FHQWXU\��7KHUH�KDV�EHHQ�QR�VLJQ�RI�DEDWH�
PHQW�VR�IDU�LQ�WKH�WZHQW\�¿UVW�FHQWXU\���,QGHHG��E\�������JOREDO�HPLVVLRQV�RI�FDUERQ�GLR[LGH�DUH�H[SHFWHG�
WR�EH�DOPRVW�GRXEOH�WKH�OHYHO�LQ�������:H�DUH�QR�ORQJHU�GLVFXVVLQJ�D�K\SRWKHWLFDO�RXWFRPH�LQ�D�GLVWDQW�
IXWXUH��7KH�EXLOG�XS�RI�VFLHQWL¿F�HYLGHQFH�KDV�DOUHDG\�UHDFKHG�D�WLSSLQJ�SRLQW��D�YHU\�VHULRXV�PDWWHU�WKDW�
VKRXOG�EH�RI�LPPHGLDWH�FRQFHUQ�ZRUOG�ZLGH�
)RU�WKH�JUHDW�PDMRULW\�RI�FKLOGUHQ�RQ�WKLV�SODQHW�WRGD\��WKH�ULVN�PD\�EH�DOO�WRR�DSSDUHQW�:LWKLQ�WKHLU�

OLIHWLPH��WKH\�ZLOO�PRVW�SUREDEO\�ZLWQHVV�PDMRU�HFRQRPLF�GLVUXSWLRQ�FDXVHG�E\�FOLPDWH�FKDQJH��8QOHVV�
D�VWURQJ�FXUE�RQ�JUHHQKRXVH�JDVHV�FDQ�EH�GHYLVHG�DQG�DFKLHYHG��WKHVH��RXU�FKLOGUHQ�DQG�JUDQGFKLOGUHQ��
DUH�OLNHO\�WR�ZLWQHVV�D�SURJUHVVLYH�VHTXHQFH�RI�HYHQWV�LQFOXGLQJ�WKH�EUHDNLQJ�GRZQ�RI�WKH�*XOI�6WUHDP��
WKH�PHOWLQJ�RI�WKH�LFH�FDSV�DQG�WKH�GLVUXSWLRQ�RI�PRQVRRQV��HDFK�KDYLQJ�FKDRWLF�LPSDFWV�RQ�JOREDO�DJ�
ULFXOWXUH��DFFHVVLELOLW\�WR�FOHDQ�GULQNLQJ�ZDWHU�DQG�FXUWDLOPHQW�RI�IRRG�VXSSO\��$ORQJ�WKDW�WUDFN��ULVLQJ�
VHD�OHYHOV�SRVH�YHU\�VHULRXV�SUREOHPV�IRU�WKH�HQHUJ\�LQGXVWULHV�ZLWK�FRQVLGHUDEOH�GDPDJH�WR�VSHFLDOLVHG�
SRUWV��SRZHU�VWDWLRQV��SDUWLFXODUO\�QXFOHDU�SRZHU�SODQWV�DQG�OLTXH¿HG�QDWXUDO�JDV�SODQWV�VLWHG�FORVH�WR�
WKH�VKRUHOLQH��DQG�WR�H[SORUDWLRQ�DQG�GHYHORSPHQW�DFWLYLW\��$V�D�FRQVHTXHQFH��GDPDJLQJ�GLVUXSWLRQV�WR�
LQWHUQDWLRQDO�WUDGH�DQG�LQYHVWPHQW�ZLOO�WKUHDWHQ�WR�VORZ�GRZQ�WKH�PRPHQWXP�RI�JOREDO�HFRQRPLF�JURZWK�
DQG�WKH�UHOLHI�RI�SRYHUW\�DQG�GLVWUHVV�

)RVVLO�)XHOV�DUH�1HFHVVDU\�7R�0DLQWDLQ�*URZWK�0RPHQWXP

$V�/RUG�2[EXUJK�DUJXHV�ZLWK�FRPSHOOLQJ�VFLHQWL¿F�HYLGHQFH�DQG�UHOHQWOHVV�ORJLF��ZH�FDQQRW�DIIRUG�
WR� VKXW� RII� WKH� XVH� RI� IRVVLO� IXHOV�ZLWKRXW� DQ\� FUHGLEOH� UHSODFHPHQW� LQ� VLJKW�� ,QGHHG��ZLWK� FRQWLQXHG�
SRSXODWLRQ�JURZWK�DQG�HQKDQFHG�H[SHFWDWLRQV�RI�D�VWHDG\�ULVH�LQ�JOREDO�SHU�FDSLWD�LQFRPH��WKH�GHPDQG�
IRU�FRDO��JDV�DQG�RLO�FDQ�EH�H[SHFWHG�WR�FRQWLQXH�WR�ULVH�URXJKO\�LQ�OLQH�ZLWK�SRSXODWLRQ�DQG�HFRQRPLF�
JURZWK��:LQG��VRODU�DQG�K\GUR�ZLOO�FRQWLQXH�WR�JURZ�EXW�ZLOO�¿QG�LW�YHU\�GLI¿FXOW�WR�HQKDQFH�WKHLU�VPDOO�
FXUUHQW�VKDUH�RI�WKH�HQHUJ\�PL[��OHVV�WKDQ�����DW�SUHVHQW��RXW�RI�ZKLFK�K\GUR�DFFRXQWV�IRU�KDOI��1XFOHDU�
GHYHORSPHQW�����RI�WKH�PL[��KDV�EHHQ�VORZHG�PDUNHGO\�E\�WKH�GHFLVLRQV�RI�-DSDQ�DQG�*HUPDQ\�WR�UXQ�
GRZQ�WKHLU�QXFOHDU�FDSDFLW\�DQG�E\�WKH�ZLGHO\�KHOG�IHDUV�WKDW�URJXH�WHUURULVWV�DQG�LUUHVSRQVLEOH�VWDWHV�ZLOO�
VHHN�DQG�PD\�DFKLHYH�D�SUROLIHUDWLRQ�RI�QXFOHDU�FDSDFLW\�DV�D�¿UVW�VWHS�RQ�WKH�URDG�WR�DFTXLULQJ�D�QXFOHDU�
ZHDSRQ�PDQXIDFWXULQJ�FDSDFLW\�RI�WKHLU�RZQ��6R�JOREDOO\��ZH�KDYH�WR�DFFHOHUDWH�PXFK�PRUH�VWURQJO\�
IXQGDPHQWDO� UHVHDUFK� DQG� WKH� UDSLG� LPSOHPHQWDWLRQ�RI� QHZ�QRQ�SROOXWDQW� DQG� OHVV� GDQJHURXV� HQHUJ\�
WHFKQRORJLHV��0HDQZKLOH��LW�LV�HVVHQWLDO�WKDW�ZH�LQYHVW�DGHTXDWHO\�DQG�HYHQO\�WR�HQVXUH�DQ�LQFUHDVHG�VXS�
SO\�RI�IRVVLO�IXHOV�WR�WLGH�XV�RYHU�

,QYHVWPHQW�LQ�&DUERQ�&DSWXUH�DQG�6WRUDJH

6R�RXU�¿UVW�SULRULW\� LV� WR�HQVXUH� WKDW�FDUERQ�FDSWXUH�DQG�VWRUDJH��&&6��LV� LPSOHPHQWHG�ZRUOGZLGH�
DV�IDVW�DV�SRVVLEOH�WR�WKH�SRLQW�ZKHUH�ZH�FDQ�VXEVWDQWLDOO\�UHGXFH�LWV� LPSDFW�RQ�WKH�DWPRVSKHUH��7KLV�
LV�QRW�DQ�LPSRVVLEOH�WDVN��EXW�LW�LV�RQH�WKDW�UHTXLUHV�D�JOREDO�FRQVHQVXV�RQ�WKH�QHFHVVLW\�IRU�WKLV�FKDQJH�
DQG�D�PXFK�ZLGHU�XQGHUVWDQGLQJ�RI�WKH�GDQJHUV�WKDW�ZH�ZLOO�RWKHUZLVH�IDFH��7KH�SUREOHP�DW�SUHVHQW�LV�
HVVHQWLDOO\�RQH�RI�DWWUDFWLQJ�DGHTXDWH�LQYHVWPHQW�LQ�WKHVH�QHZ�WHFKQRORJLHV��:KDW�LV�VHHQ�DW�SUHVHQW�DV�
D�GXELRXV�SURVSHFW�RI�FRVWO\�DQG�LQFRPSOHWH�ZDVWH�PDQDJHPHQW�KDV�VRPHKRZ�
WR�EH�WUDQVIRUPHG�LQWR�D�SRVLWLYH�FRPPHUFLDO�YHQWXUH�ZLWK�ORQJ�WHUP�SURVSHFWV�
RI�JHQHUDWLQJ�VXEVWDQWLDO�SUR¿W��$W�WKH�VDPH�WLPH�JRYHUQPHQWV�KDYH�WR�EH�IXOO\�
FRQYLQFHG�RI�WKH�XUJHQF\�RI�WKHVH�LVVXHV�DQG�WKH�QHHG�WR�PRYH�WR�PXFK�PRUH�HI�
IHFWLYH�LQWHUQDWLRQDO�FR�RSHUDWLRQ�DQG�LPSOHPHQWDWLRQ�

$GYHUVH�,PSDFWV�RI�D�)DOOLQJ�2LO�3ULFH��

7KH�DEUXSW�IDOO�LQ�WKH�RLO�SULFH�LQ�ODWH������KDV�GLPLQLVKHG�ERWK�WKH�ÀRZ�RI�
VXUSOXV�IXQGV�IURP�WKH�IRVVLO�H[SRUWHUV�DQG�WKH�DSSHWLWH�RI�WKH�HQHUJ\�LQYHVWRUV�
VHHNLQJ�D�IDVW��VHFXUH�VWUHDP�RI�SUR¿W��&RQVXPHU�JRYHUQPHQWV�ZRUOGZLGH�KDYH�
DOVR�EHFRPH�LQFUHDVLQJO\�QHUYRXV�DERXW�WKHLU�RZQ�EXGJHW�VKRUWIDOOV�DQG�DERXW�
SUHVHUYLQJ� VHFXUH� DFFHVV� WR� LPSRUWHG� HQHUJ\�� 6R�� PDQ\� DUH� IRFXVVLQJ� RQ� WKH�

�3DXO� 7HPSHVW� ZDV� WKH� ¿UVW� &KDLUPDQ� RI� WKH�
%ULWLVK� ,QVWLWXWH� RI� (QHUJ\� (FRQRPLFV� DS�
SRLQWHG�E\� WKH�8.�'HSDUWPHQW�RI�(QHUJ\� LQ�
�����DQG�LWV�9LFH�3UHVLGHQW�LQ������������7R�
GD\�KH�LV�6HFUHWDU\�RI�WKH�,QWHUQDWLRQDO�6WHHU�
LQJ� 3DQHO� RI� WKH�:LQGVRU� (QHUJ\� *URXS� RI�
ZKLFK�KH�ZDV�([HFXWLYH�'LUHFWRU��&(2��IURP�
LWV� IRXQGDWLRQ� LQ������XQWLO�������+H� LV�DOVR�
D� 3DVW� 3UHVLGHQW� RI� ,$((�� +LV� ERRN� RQ� WKLV�
VXEMHFW� ZDV� SXEOLVKHG� LQ� 0DUFK� E\� 0HGLQD�
3XEOLVKLQJ��/RQGRQ��DQG�LV�DYDLODEOH�WKURXJK�
$PD]RQ�DQG�:DWHUVWRQHV�



���_�� 6HFRQG�4XDUWHU�����

VKRUW�WHUP�WR�WKH�QHJOHFW�RI�WKH�ORQJ�WHUP�IXQGDPHQWDOV��,QYHVWPHQW�VR�IDU�LQ�FDUERQ�FDSWXUH�DQG�VWRUDJH�
KDV�EHHQ�YHU\�VORZ�LQGHHG�ZLWK�RQO\�RQH�SODQW��LQ�&DQDGD��RSHUDWLQJ�DW�SUHVHQW�DQG�WKDW�VLQJOH�SODQW�LV�
GHSHQGHQW�RQ�YHU\�KHDY\�VWDWH�VXEVLG\��7KH�KLJK�FRVW�RI�VXEVLG\�DQG�FRQVHTXHQW�ORZ�H[SHFWDWLRQV�RI�DQ�
DFFHSWDEOH�UDWH�RI�UHWXUQ�IRU�WKH�FRPPHUFLDO�DQG�LQGXVWULDO�LQYHVWRU�DQG�KLJK�ULVN�LQ�PRVWO\�EUDQG�QHZ��
XQSURYHQ�WHFKQRORJ\�LV�D�VWURQJ�GHWHUUHQW�IRU�WKH�SULYDWH�VHFWRU��6RPH�UDGLFDO�QHZ�WKLQNLQJ�DQG�D�EXUVW�
RI�LQGXVWULDO�LQQRYDWLRQ�LV�QHHGHG�WR�GLVSHO�WKLV�JORRP�

5HLQYLJRUDWLQJ�WKH�,QWHUQDWLRQDO�,QIUDVWUXFWXUH�

,Q�RXU�YLHZ��PXFK�RI�WKH�LQWHUQDWLRQDO�LQIUDVWUXFWXUH�WRGD\�LV�RXWGDWHG��LQHI¿FLHQW�DQG�QR�ORQJHU�¿W�IRU�
SXUSRVH��1HZ�LQVWLWXWLRQV��VXFK�DV�D�EUDQG�QHZ�LQWHUQDWLRQDO�HQHUJ\�EDQN��D�QHZ�FR�RUGLQDWLRQ�DJHQF\�
IRU�VWLPXODWLQJ�DGYDQFHV�WRZDUGV�PRUH�HI¿FLHQW�HQHUJ\�XVH�DQG�FDUERQ�FDSWXUH�DQG�QHZ�¿QDQFLQJ�SDFN�
DJHV�ZLOO�QHHG�WKH�EDFNLQJ�RI�D�UH�IRFXVVHG�8QLWHG�1DWLRQV�SURWRFRO�RQ�FDUERQ�FDSWXUH�

1RZ�IRU�WKH�*RRG�1HZV�±�$PSOH�)RVVLO�5HVRXUFHV

$V�LQGLFDWHG�LQ�P\�HDUOLHU�DUWLFOH��RLO�DQG�QDWXUDO�JDV�UHVHUYHV��VZROOHQ�E\�QHZ�GLVFRYHULHV�RI�VKDOHV�
DQG�GHHS�ZDWHU�RLO�DQG�JDV��RIIHU�VRPH�FRQ¿GHQFH�WKDW�VXSSO\�FDQ�PHHW�GHPDQG�XQWLO�WKH�EULGJH�WR�QHZ�
WHFKQRORJ\�FDQ�EH�VDIHO\�FURVVHG��

+RZ�'R�:H�$FKLHYH�WKHVH�&DUERQ�&DSWXUH�2EMHFWLYHV"

$V�D�VWDUWLQJ�SRLQW��,�RIIHU�WKLV�PDWUL[�
�� /RQJ�WHUP�2EMHFWLYH�±�:H�PXVW�HQVXUH�WKDW�WKH�JOREDO�SRSXODWLRQ�DQG�HFRQRP\�LV�QRW�SXW�DW�ULVN�
E\�WKH�IDLOXUH�WR�LPSOHPHQW�SHUPDQHQW�HIIHFWLYH�FOLPDWH�FKDQJH�UHPHGLHV�LQ�JRRG�WLPH

�� 6KRUW�WHUP�2EMHFWLYH�±�7KH�DFFHOHUDWLRQ�RI�QHZ�WHFKQRORJ\�DQG�VWLPXOL�IRU�WKH�QHFHVVDU\�¿QDQF�
LQJ�KDV�WR�EH�VHHQ�ZLGHO\�WR�EH�RQ�WKH�ULJKW�WUDFN�DV�VRRQ�DV�SRVVLEOH�

�� 5HVRXUFHV�±�DPSOH�IRVVLO�IXHO�UHVRXUFHV�FDQ�KHOS�WR�EULGJH�WKH�JDS�
�� ,QWHOOLJHQFH�±�FR�RUGLQDWLRQ�RI�HYHU�DGYDQFLQJ�WHOHFRPPXQLFDWLRQV�VKRXOG�DVVLVW�LQ�PDUNHW�WUDQV�
SDUHQF\�DQG�VSHHG�RI�LPSOHPHQWDWLRQ�

�� 2EVWDFOHV�±� WKH�JUHDWHVW�REVWDFOHV�DUH�HVVHQWLDOO\�SROLWLFDO�±�SRZHU�EORFN�ULYDOULHV��UHJLRQDO� LQ�
¿JKWLQJ�IRU�DFFHVV�WR�UHVRXUFHV��ORFDO�VTXDEEOHV�RYHU�LQYHVWPHQW�IDLOXUHV�

�� 6XUSULVH�±�ZH�VRPHKRZ�KDYH�WR�GHYHORS�D�QHZ�PHDQV�RI�FRQYH\LQJ�RSWLPLVP�DQG�FRQ¿GHQFH�LQ�
WKH�JOREDO�ORQJ�WHUP�IXWXUH�

�� 6XSHULRU�7HFKQRORJ\�DQG�6NLOOV�±�1HZ�FHQWUHV�RI�WHFKQLFDO�H[FHOOHQFH�DQG�VNLOOV�WUDLQLQJ�ZLOO�QHHG�
DFFHVV�WR�ERWK�SXEOLF�DQG�SULYDWH�¿QDQFLQJ�DQG�LQFHQWLYHV�WR�DWWUDFW�WKH�EHVW�UHFUXLWV��

�� ,GHQWLI\LQJ�:HDNQHVV�±�+LJK�OLJKWLQJ�ZHDNQHVV�LV�DV�JRRG�D�URXWH�DV�DQ\�WR�HQKDQFH�HI¿FLHQF\��$�
QHZ�JHQHUDWLRQ�RI�HQHUJ\�DXWRPDWLRQ�DQG�HQKDQFHG�FR�RUGLQDWLRQ�ZLOO�EH�QHHGHG�WR�GLVSODFH�WKH�
REVROHWH�DQG�DWURSKLHG�V\VWHPV�VWLOO�WR�EH�IRXQG�ZRUOGZLGH�

�� &RPPXQLFDWLRQ�FR�RUGLQDWLRQ�±�ZLOO�EH�QHHGHG�WR�DFKLHYH�WKH�EHVW�UHVXOWV�
�� 6LPSOH�RUGHUV�±�WKH�XVH�RI�D�VLPSOH��VWDQGDUG�ZRUOG�ODQJXDJH�XQGHUVWRRG�E\�DOO�LV�D�SUH�UHTXLVLWH��
)RU�WKH�WLPH�EHLQJ��WKLV�ZLOO�EH�(QJOLVK��:LWKLQ��������\HDUV��LW�PD\�ZHOO�EH�&KLQHVH��

�� &RQFHQWUDWLRQ�RI�)LUH�±�1HZ�JOREDO��UHJLRQDO�DQG�QDWLRQDO�FHQWUHV�ZLOO�EH�QHHGHG�WR�PRELOLVH�WKH�
ULJKW�UHVRXUFHV�ZKHQHYHU�PDMRU�REVWDFOHV�DUH�HQFRXQWHUHG�

�� 5HLQIRUFHPHQW�2SWLRQV�±�7R�ZKDW�H[WHQW�FDQ�DGGLWLRQDO�UHVRXUFHV�EH�FDOOHG�XS�WKURXJK�WKH�LQWHU�
QDWLRQDO�DJHQFLHV�UHVSRQVLEOH�IRU�VXFK�UHVSRQVHV"

�� 6HFXULQJ�WKH�JURXQG�±�:KDW�LQFHQWLYHV�FDQ�EH�GHYLVHG�WR�FXUE�QHZ�SROOXWLRQ"
�� )ROORZ�XS�±�(QKDQFHG�VHQVLWLYLW\�IRU�FRQVHTXHQFHV�KLWKHUWR�XQVHHQ�
�� &RQWLQJHQF\�3ODQQLQJ�±�$�VHULHV�RI� VHVVLRQV�DW� WKH���GD\�:(*�,QWHUQDWLRQDO�&RQVXOWDWLRQV� LQ�
:LQGVRU�&DVWOH�LQ�0DUFK������ZLOO�DGGUHVV�WKHVH�LVVXHV�

$WPRVSKHUH��2FHDQV�DQG�6SDFH�±�WKH�1HZ�6FLHQFH

$PRQJ�WKH�DGYDQFHG�VFLHQWL¿F�FRPPXQLW\��WKH�SHQQ\�KDV�DJDLQ�DOUHDG\�GURSSHG��$�UDWLRQDO�VFLHQWL¿F�
FRQVHQVXV�ZDV�DOUHDG\�EHLQJ�H[SUHVVHG����\HDUV�DJR��UHVXOWLQJ�LQ�WKH�.\RWR�&RQIHUHQFH�RI������DQG�
FRQVHTXHQW�.\RWR�3URWRFRO�HQGRUVHG�E\�WKH�8QLWHG�1DWLRQV�EXW�GHHSO\�ÀDZHG�E\�WKH�GLYLVLRQ�RI�JRY�
HUQPHQWDO�RSLQLRQ��WKH�GHWHUPLQDWLRQ�RI�LQGXVWU\�DQG�FRPPHUFH�OHG�E\�WKH�KHDY\�ZHLJKW�RI�WKH�HQHUJ\�
LQGXVWULHV�WR�VZHHS�WKH�SURSRVHG�WDUJHWV�DQG�VWUDWHJLHV�XQGHU�WKH�FDUSHW�DQG�D�FRQIXVHG��ODUJHO\�LQGLIIHU�
HQW�UHVSRQVH�IURP�SXEOLF�RSLQLRQ��:LWKLQ�WKH�ODVW�¿YH�\HDUV��D�QHZ�WLSSLQJ�SRLQW�KDV�EHHQ�UHDFKHG�DV�WKH�
OHDGLQJ�VFLHQWLVWV�KDYH�UHDOLVHG�WKH�JUDYLW\�RI�WKH�WKUHDW�WR�WKH�HDUWK¶V�DWPRVSKHUH��7KH�SDFH�RI�UHVHDUFK�
VZROOHQ�E\�DFFHVV�WR�WKH�QHFHVVDU\�IXQGV�KDV�SURYLGHG�UH�HYDOXDWLRQV�RI�WKH�XVHIXOQHVV�RI�RFHDQ��VSDFH��
FKHPLFDO�DQG�PHGLFDO�UHVHDUFK��,W�LV�KHUH�ZKHUH�ZH�PD\�ZHOO�¿QG�WKH�VROXWLRQV�WR�VRPH�RI�RXU�FXUUHQW�
FRQFHUQV�DERXW�DQ�DEXQGDQW�ORQJ�WHUP�JOREDO�HQHUJ\�VXSSO\�



,QWHUQDWLRQDO�$VVRFLDWLRQ�IRU�(QHUJ\�(FRQRPLFV� _���

7KH�$JLOLW\�RI�6KDOH�2LO�3URGXFWLRQ
%\��5RVV�0F&UDFNHQ
2LO�SURGXFWLRQ�LV�GLYHUVH��UDQJLQJ�IURP�VWULSSHU�ZHOOV�SURGXFLQJ�DV�OLWWOH�DV�D�IHZ���V�RI�EDUUHOV�D�GD\�

RQ�WKH�7H[DQ�SODLQV�WR�WKH�SUROL¿F��������E�G�%UD]LOLDQ�RIIVKRUH�ZHOOV�GULOOHG�GHHS�LQWR�WKH�VXEVDOW�OD\HUV�
RI�WKH�&DPSRV�%DVLQ��WR�JLYH�EXW�WZR�H[DPSOHV��(DFK�PRGH�RI�SURGXFWLRQ�KDV�GLIIHUHQW�VHQVLWLYLWLHV�ERWK�
WR�VKRUW�WHUP�FKDQJHV�LQ�WKH�RLO�SULFH�DQG�WR�FKDQJHV�LQ�ORQJHU�WHUP�H[SHFWDWLRQV��)RU�D�PXOWL�ELOOLRQ�GRO�
ODU�RIIVKRUH�SURMHFW��LW�LV�WKH�ODWWHU�WKDW�GRPLQDWHV�GHFLVLRQ�PDNLQJ��EXW�IRU�WKH�QHZ�EHDVW�RQ�WKH�EORFN��
VKDOH�RLO��LW�LV�WKH�IRUPHU�
$V�VXFK��VKDOH�RLO�KDV�FKDQJHG�WKH�VKRUW�UXQ�VXSSO\�VLGH�G\QDPLFV�RI�WKH�RLO�LQGXVWU\��,W�LV�DOVR�HYLGHQW�

WKDW�WKH�HFRQRPLFV�RI�VKDOH�RLO�FRPH�LQ�QRW�DW�WKH�WRS�RI�WKH�FRVW�FXUYH��DV�PLJKW�EH�H[SHFWHG�IRU�ZKDW�
ZDV�VR�UHFHQWO\�DQ�RLO�IURQWLHU��EXW�LQ�WKH�PLGGOH��(VWLPDWHV�YDU\��EXW�8�6��VKDOH�RLO�DW�OHDVW�ORRNV�SUHWW\�
VHFXUH�DW�����E��FHUWDLQO\�FKHDSHU�WKDQ�9HQH]XHODQ�KHDY\�RLO��&DQDGLDQ�RLO�VDQGV�RU�WKH�$UFWLF��EXW�PRUH�
H[SHQVLYH�WKDQ�WKH�RQVKRUH�JLDQW�¿HOGV�RI�WKH�0LGGOH�(DVW��
7KHVH�WZR�IDFWRUV±VKDOH¶V�UHVSRQVLYHQHVV�WR�VKRUW�WHUP�PRYHPHQWV�LQ�WKH�RLO�SULFH�DQG�LWV�PLG�UDQNLQJ�

SRVLWLRQ�LQ�WKH�FRVW�FXUYH±ZLOO�WRJHWKHU�KDYH�D�PDMRU�LPSDFW�RQ�WKH�RLO�LQGXVWU\¶V�HQWLUH�LQYHVWPHQW�F\FOH�

6KDOH�2LO�,QGLFDWRUV

7KH� SULFH� RI� IURQW�PRQWK� 8�6�� PDUNHU� FUXGH�:HVW� 7H[�
DV� ,QWHUPHGLDWH�� SULFHG� DW� &XVKLQJ�� 2NODKRPD�� IHOO� IURP�
��������E�-XO\����WR�EHORZ�����E�LQ�-DQXDU\�������7KH�UH�
VSRQVH�RI�WKH�8�6��VKDOH�RLO�LQGXVWU\�ZDV�UDSLG�
7KH�8�6�RLO�ULJ�FRXQW��DV�UHSRUWHG�E\�%DNHU�+XJKHV��VWDUW�

HG� WR� GURS� LQ�2FWREHU��ZLWK� D� VKDUS� FRQWUDFWLRQ� LQ� DFWLYLW\�
HYLGHQW�E\�-DQXDU\��7KH�FRXQW�IHOO�IURP�������IRU�WKH�ZHHN�
HQGLQJ�2FWREHU����WR�����IRU�WKH�ZHHN�HQGLQJ�0DUFK����
$Q\�GHFOLQH� LQ�DFWXDO�VKDOH�RLO�RXWSXW�QDWXUDOO\� ODJV� WKLV�

FRQWUDFWLRQ�LQ�GULOOLQJ�DFWLYLW\��D�QRWDEOH�IHDWXUH�RI�ZKLFK�LV�
WKDW�WKH�UDWH�RI�ZHOO�FRPSOHWLRQV�IHOO�TXLFNHU�WKDQ�WKH�UDWH�RI�
QHZ�ZHOO�GULOOLQJ��
6KDOH�RLO�ZHOOV�SURGXFH�WKH�EXON�RI�WKHLU�RXWSXW�LQ�WKH�¿UVW�

���PRQWKV�DQG�GHFOLQH�UDSLGO\�WKHUHDIWHU��(DFK�LQGLYLGXDO�ZHOO�LV�DOVR�UHODWLYHO\�FKHDS�WR�GULOO�DQG�WKH�
FRPSOHWLRQ�FRVWV�PDNH�XS�D�VLJQL¿FDQW�SDUW�RI�WKH�WRWDO�GULOOLQJ�FRVW��
6R�ZKLOH�3HWUREUDV��ZLWK�D�SUROL¿F�UHDG\�WR�FRPSOHWH��H[�

SHQVLYH�EXW�ORQJ�OLIH�ZHOO�LQ�WKH�VXEVDOW��ZLOO�PRYH�IURP�GULOO�
LQJ� WR�FRPSOHWLRQ�UHJDUGOHVV�RI� WKH�RLO�SULFH�GURS�� WKH�8�6��
VKDOH�RLO�GULOOHU�ZLOO�ZHLJK�WKH�FRVW�RI�FRPSOHWLRQ�DJDLQVW�WKH�
SRVVLELOLW\�RI�DQ�XSWXUQ�LQ�WKH�RLO�SULFH�LQ�WKH�VKRUW�WHUP�EH�
FDXVH�WKLV�LV�ZKHQ�WKH�VKDOH�ZHOO�ZLOO�EH�PRVW�SURGXFWLYH�
7KHUH�LV�DOVR�WKH�OLNHOLKRRG�WKDW�ZHOO�FRPSOHWLRQ�FRVWV�ZLOO�

IDOO�GXH�WR�WKH�ODFN�RI�GULOOLQJ�DFWLYLW\��7KH�EDFNORJ�RI�GULOOHG�
EXW�XQFRPSOHWHG� VKDOH�RLO�ZHOOV� UHSUHVHQWV� D�QHZ�SKHQRP�
HQRQ�LQ�WKH�RLO�LQGXVWU\��DNLQ�WR�D�IRUP�RI�VWRUDJH�
+RZHYHU��LQ�DVVHVVLQJ�WKH�LPSDFW�RQ�RXWSXW�RI�WKH�GHFOLQH�

LQ�8�6��GULOOLQJ�DFWLYLW\��WKH�UDSLG�GHSOHWLRQ�UDWH�RI�VKDOH�RLO�
ZHOOV�DOVR�KDV� WR�EH� WDNHQ�LQWR�DFFRXQW��$V�GULOOLQJ�DFWLYLW\�
VWDOOV��QHZ�SURGXFWLRQ�IDOOV��EXW�WKH�OHJDF\�GHFOLQHV�IURP�WKH�
HDUOLHU��PRUH�DFWLYH�GULOOLQJ�SHULRG�FRQWLQXH�WR�LQFUHDVH��
7KH�UHVXOW�LV�WKDW�WKH�QHW�JDLQ�IURP�VKDOH�SURGXFWLRQ�GHFOLQHV�VKDUSO\��7KH�VXSSO\�FXUYHV�UHODWLQJ�WR�

QHZ�SURGXFWLRQ�DQG�OHJDF\�GHFOLQHV�FDQ�EH�UHSUHVHQWHG�DV�WZR�VLQH�ZDYHV��RQH�EHKLQG�WKH�RWKHU��SURGXF�
LQJ�D�WKLUG�FXUYH�±�WKH�QHW�JDLQ���
7KH�8�6��(QHUJ\�,QIRUPDWLRQ�$GPLQLVWUDWLRQ�KDV��VLQFH�1RYHPEHU�������SURGXFHG�D�'ULOOLQJ�$FWLYLW\�

5HSRUW�RQ�VHYHQ�NH\�VKDOH�SOD\V��7KLV�VKRZV�IRU�HDFK�SOD\�WKH�H[SHFWHG�OHYHO�RI�QHZ�SURGXFWLRQ��WKH�ORVV�
DWWULEXWDEOH�WR�OHJDF\�GHFOLQHV�DQG�WKH�QHW�JDLQ�IRU�WKH�PRQWK�DKHDG��,Q�WRWDO��WKH�
SURMHFWLRQV�GHPRQVWUDWH�D�YHU\�FORVH�FRUUHODWLRQ�ZLWK�WKH�WKHRUHWLFDO�VLQH�FXUYHV��
7KH�(,$¶V�SURMHFWLRQ�IRU�$SULO��PDGH�LQ�0DUFK��IRUHFDVW�D�QHW�JDLQ�LQ�8�6��VKDOH�

RXWSXW�IURP�WKH�%DNNHQ��(DJOH�)RUG��+D\QHVYLOOH��0DUFHOOXV��1LREUDUD��3HUPLDQ�

�� 5RVV� 0F&UDFNHQ� LV� 0DQDJLQJ� (GLWRU� RI�
3ODWWV�(QHUJ\�(FRQRPLVW��/RQGRQ��+H�PD\�EH�
UHDFKHG�DW�URVV�PFFUDFNHQ#SODWWV�FRP
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$Q�(QHUJ\�7DUJHW�IRU�WKH�1H[W����<HDUV
%\�%MRUQ�/RPERUJ
1XWULWLRXV�IRRG��FOHDQ�ZDWHU�DQG�EDVLF�KHDOWKFDUH�IRU�DOO�PD\�EH�REYLRXV�KLJK�SULRULW\�WDUJHWV�IRU�WKH�

LQWHUQDWLRQDO�FRPPXQLW\��EXW�ZH�VKRXOGQ¶W�LJQRUH�HQHUJ\��5HOLDEOH�DQG�DIIRUGDEOH�HQHUJ\�LV�DV�YLWDO�IRU�
WRGD\¶V�GHYHORSLQJ�DQG�HPHUJLQJ�HFRQRPLHV�DV�LW�ZDV�EHIRUH�WKH�,QGXVWULDO�5HYROXWLRQ��'ULYHQ�PRVWO\�
E\�LWV�¿YH�IROG�LQFUHDVH�LQ�FRDO�XVH��&KLQD¶V�HFRQRP\�KDV�JURZQ����IROG�RYHU�WKH�SDVW�WKLUW\�\HDUV�ZKLOH�
OLIWLQJ�����PLOOLRQ�SHRSOH�RXW�RI�SRYHUW\�
7KH�HQHUJ\�ODGGHU�LV�D�ZD\�RI�YLVXDOL]LQJ�VWDJHV�RI�GHYHORSPHQW��7KLV�VWDUWV�ZLWK�ZKDW�ZH�FDOO�WUDGL�

WLRQDO�ELRIXHOV�±�¿UHZRRG��GXQJ�DQG�FURS�ZDVWH��$OPRVW�WKUHH�ELOOLRQ�SHRSOH�XVH�WKHVH�IRU�FRRNLQJ�DQG�
KHDWLQJ�LQGRRUV��ZKLFK�LV�VR�SROOXWLQJ�WKDW�WKH�:RUOG�+HDOWK�2UJDQL]DWLRQ��:+2��HVWLPDWHV�WKH\�NLOO�RQH�
RI�HYHU\����SHRSOH�WKDW�GLH�RQ�WKH�SODQHW�
7KH�QH[W�VWHS�RQ�WKH�ODGGHU�LV�µWUDQVLWLRQ�IXHOV¶�VXFK�DV�NHURVHQH��FKDUFRDO�DQG�OLTXL¿HG�SHWUROHXP�JDV��

ZKLOH�WKH�WRS�RI�WKH�ODGGHU�LV�HOHFWULFLW\��ZKLFK�WKDQNIXOO\�PDNHV�QR�SROOXWLRQ�LQVLGH�\RXU�KRPH��%HFDXVH�
HOHFWULFLW\�LV�RIWHQ�SRZHUHG�E\�IRVVLO�IXHOV��LW�GRHV�FRQWULEXWH�WR�WKH�SUREOHP�RI�JOREDO�ZDUPLQJ��+HQFH�
DQ�DOOXULQJ�RSWLRQ�FRXOG�EH�WR�PRYH�WR�FOHDQ�HQHUJ\��OLNH�ZLQG��VRODU�DQG�K\GUR��6RPH�VXJJHVW�WKDW�GH�
YHORSLQJ�FRXQWULHV�VKRXOG�VNLS�WKH�IRVVLO�VWHS�DQG�PRYH�ULJKW�WR�FOHDQ�HQHUJ\��+RZHYHU��ULFK�FRXQWULHV�
DUH�DOUHDG\�¿QGLQJ�WKH�PRYH�DZD\�IURP�FRDO�DQG�RLO�WR�EH�GLI¿FXOW��DQG�WKHUH�DUH�QR�HDV\�DQVZHUV�IRU�
GHYHORSLQJ�HFRQRPLHV�
7RGD\¶V�FUXFLDO�TXHVWLRQ�LV��ZKDW�VKRXOG�WKH�ZRUOG�SULRULWL]H"�)LIWHHQ�\HDUV�DJR��WKH�ZRUOG�DJUHHG�WKH�

0LOOHQQLXP�'HYHORSPHQW�*RDOV��0'*V���DPELWLRXV�WDUJHWV�WR�WDFNOH�SRYHUW\��KXQJHU��KHDOWK�DQG�HGXFD�
WLRQ��7KHVH�JRDOV�KDYH�GLUHFWHG�ORWV�RI�LQWHUQDWLRQDO�DLG�DQG�PRVWO\�OHG�WR�LPSURYHPHQW��DOWKRXJK�PXFK�
UHPDLQV�WR�EH�GRQH�
1RZ��WKH�81�LV�FRQVLGHULQJ�WKH�QH[W�VHW�RI�WDUJHWV�IRU������������6RPH�DUJXH�WKDW�ZH�VKRXOG�FRQWLQXH�

ZLWK�WKH�IHZ��VKDUS�WDUJHWV�IURP�WKH�0'*V��VLQFH�ZH¶UH�VWLOO�QRW�GRQH��2WKHUV�SRLQW�RXW�WKDW�RWKHU�LVVXHV��
OLNH�HQYLURQPHQW�DQG�VRFLDO�MXVWLFH��DOVR�QHHG�DWWHQWLRQ��0\�WKLQN�WDQN��WKH�&RSHQKDJHQ�&RQVHQVXV��LV�
KHOSLQJ�WR�EULQJ�EHWWHU�LQIRUPDWLRQ�WR�WKLV�GLVFXVVLRQ��:H�KDYH�DVNHG�VRPH�RI�WKH�ZRUOG¶V�WRS�HFRQRPLVWV�
WR�PDNH�DQDO\VHV�ZLWKLQ�DOO�PDMRU�FKDOOHQJH�DUHDV��HVWLPDWLQJ�WKH�HFRQRPLF��VRFLDO�DQG�HQYLURQPHQWDO�
FRVWV�DQG�EHQH¿WV�RI�GLIIHUHQW�WDUJHWV�
6R��VKRXOG�WKH�DOPRVW�WKUHH�ELOOLRQ�SHRSOH�FRRNLQJ�ZLWK�WR[LF�RSHQ�¿UHV�WDNH�KLJKHU�SULRULW\�WKDQ�WKH�

EURDGHU��ORQJ�WHUP�REMHFWLYH�RI�FXWWLQJ�EDFN�RQ�IRVVLO�IXHO�XVH"�,W�WXUQV�RXW�WKHUH�DUH�VPDUW�ZD\V�WR�KHOS�
RQ�ERWK�DFFRXQWV��VD\�HFRQRPLVWV�,VDEHO�*DOLDQD�DQG�$P\�6RSLQND��
%XUQLQJ�¿UHZRRG�DQG�GXQJ�RQ�RSHQ�LQGRRU�¿UHV�LV�LQHI¿FLHQW�DQG�FDXVHV�KRUUHQGRXV�DLU�SROOXWLRQ��

0RUH�WKDQ�IRXU�PLOOLRQ�SHRSOH�HDFK�\HDU�GLH�IURP�UHVSLUDWRU\�LOOQHVV�EHFDXVH�RI�VPRNH�IURP�LQGRRU�RSHQ�
¿UHV��0RVW�RI�WKHVH�DUH�ZRPHQ�DQG�\RXQJ�FKLOGUHQ��ZKR�DUH�DOVR�WKH�RQHV�VSHQGLQJ�WKHLU�WLPH�IHWFKLQJ�
¿UHZRRG��RIWHQ�IURP�TXLWH�IDU�DZD\��3URYLGLQJ�FOHDQHU�FRRNLQJ�IDFLOLWLHV�±�HI¿FLHQW�VWRYHV�ZKLFK�UXQ�RQ�
OLTXH¿HG�JDV�±�ZRXOG�LPSURYH�KHDOWK��LQFUHDVH�SURGXFWLYLW\��DOORZ�ZRPHQ�WR�VSHQG�WLPH�HDUQLQJ�PRQH\�
DQG�FKLOGUHQ�WR�JR�WR�VFKRRO��
7KH�HFRQRPLF�EHQH¿WV�RI�JHWWLQJ�HYHU\RQH�RII�GXQJ�DQG�ZRRG�DUH�DV�KLJK�DV�WKH�KXPDQ�ZHOIDUH�RQHV��

PRUH� WKDQ������ELOOLRQ�HDFK�\HDU��&RVWV�ZRXOG�EH�PXFK�ORZHU��DERXW�����ELOOLRQ�DQQXDOO\�� LQFOXGLQJ�
JUDQWV�DQG�VXEVLGLHV�WR�SXUFKDVH�VWRYHV��(YHU\�GROODU�VSHQW�ZRXOG�EX\�DOPRVW����RI�EHQH¿WV��ZKLFK�LV�D�
YHU\�JRRG�ZD\�WR�KHOS�
+RZHYHU��WKH�HFRQRPLVWV�DOVR�SURYLGH�D�PRUH�UHDOLVWLF�WDUJHW��ZKLFK�WXUQV�RXW�WR�EH�HYHQ�PRUH�HI¿�

FLHQW��6LQFH�LW�LV�DZIXOO\�KDUG�WR�JHW�WR�������WKH\�VXJJHVW�SURYLGLQJ�PRGHUQ�FRRNLQJ�IXHOV�WR������7KLV�
ZLOO�VWLOO�KHOS�����PLOOLRQ�SHRSOH��EXW�DW�WKH�PXFK�ORZHU�FRVW�RI�����ELOOLRQ�DQQXDOO\��)RU�HYHU\�GROODU�
VSHQW��ZH�ZRXOG�GR�PRUH�WKDQ�����ZRUWK�RI�JRRG�
:KLOH�FOHDQ�FRRNLQJ�LV�LPSRUWDQW��HOHFWULFLW\�FDQ�EULQJ�GLIIHUHQW�EHQH¿WV��/LJKWLQJ�PHDQV�WKDW�VWXGHQWV�

FDQ�VWXG\�DIWHU�GDUN��FOLQLFV�FDQ�UHIULJHUDWH�YDFFLQHV��DQG�ZDWHU�FDQ�EH�SXPSHG�IURP�ZHOOV�VR�WKDW�ZRPHQ�
GR�QRW� KDYH� WR�ZDON�PLOHV� WR� IHWFK� LW��$ERXW� ����RI� VXE�6DKDUDQ�$IULFD� VWLOO�
PLVVHV�DFFHVV�WR�HOHFWULFLW\��DFFRUGLQJ�WR������GDWD�E\�WKH�,QWHUQDWLRQDO�(QHUJ\�
$JHQF\�
7KH�YDOXH�RI�JHWWLQJ�HOHFWULFLW\�WR�HYHU\RQH�LV�DERXW������ELOOLRQ�DQQXDOO\��7KH�

FRVW�LV�PRUH�GLI¿FXOW�WR�ZRUN�RXW��7R�SURYLGH�HOHFWULFLW\�WR�HYHU\RQH�ZRXOG�QHHG�
WKH�HTXLYDOHQW�RI�����PRUH�SRZHU�VWDWLRQV�EXW�PDQ\�UXUDO�DUHDV�PLJKW�EHVW�EH�
VHUYHG�E\�VRODU�SDQHOV�DQG�EDWWHULHV��7KLV�LV�QRW�DQ�LGHDO�VROXWLRQ�EXW�ZRXOG�VWLOO�
EH�HQRXJK�WR�PDNH�DQ�HQRUPRXV�LPSURYHPHQW�WR�SHRSOH¶V�OLYHV��7KH�RYHUDOO�FRVW�

�%M¡UQ� /RPERUJ�� DQ� DGMXQFW� SURIHVVRU� DW� WKH�
&RSHQKDJHQ� %XVLQHVV� 6FKRRO�� GLUHFWV� WKH�
&RSHQKDJHQ� &RQVHQVXV� &HQWHU�� UDQNLQJ� WKH�
VPDUWHVW�VROXWLRQV�WR�WKH�ZRUOG¶V�ELJJHVW�SURE�
OHPV�E\�FRVW�EHQH¿W��+H�LV�WKH�DXWKRU�RI�7KH�
6NHSWLFDO� (QYLURQPHQWDOLVW� DQG�&RRO� ,W�� +LV�
QHZ� ERRN� LV� +RZ� 7R� 6SHQG� ���� %LOOLRQ� WR�
0DNH�WKH�:RUOG�D�%HWWHU�3ODFH�
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LV�SUREDEO\�DURXQG�����ELOOLRQ�SHU�\HDU��ZKLFK�VWLOO�GRHV����RI�EHQH¿WV�IRU�HDFK�GROODU�VSHQW�
,I�ZH�ZDQW�WR�WDFNOH�JOREDO�ZDUPLQJ��RQ�WKH�RWKHU�KDQG��WKHUH�DUH�VRPH�WDUJHWV�ZH�VKRXOG�EH�ZHDU\�RI��

2QH�SURPLQHQW�WDUJHW�VXJJHVWV�GRXEOLQJ�WKH�ZRUOG¶V�VKDUH�RI�UHQHZDEOHV��SDUWLFXODUO\�VRODU�DQG�ZLQG�EXW�
WKLV�WXUQV�RXW�WR�EH�D�UDWKHU�LQHIIHFWLYH�XVH�RI�UHVRXUFHV��7KH�H[WUD�FRVWV�RI�FRSLQJ�ZLWK�WKH�LQWHUPLWWHQW�
DQG�XQSUHGLFWDEOH�RXWSXW�RI�UHQHZDEOHV�PDNHV�WKHP�H[SHQVLYH��DQG�WKH�FRVW�OLNHO\�WR�EH�KLJKHU�WKDQ�WKH�
EHQH¿WV�
+RZHYHU�� WKH�ZRUOG�VSHQGV������ELOOLRQ� LQ�IRVVLO� IXHO�VXEVLGLHV��DOPRVW�H[FOXVLYHO\� LQ� WKLUG�ZRUOG�

FRXQWULHV��7KLV�GUDLQV�SXEOLF�EXGJHWV�IURP�EHLQJ�DEOH�WR�SURYLGH�KHDOWK�DQG�HGXFDWLRQ��ZKLOH�HQFRXUDJ�
LQJ�KLJKHU�&2��HPLVVLRQV��0RUHRYHU��JDVROLQH�VXEVLGLHV�PRVWO\�KHOS�ULFK�SHRSOH��EHFDXVH�WKH\�DUH�WKH�
RQO\�RQHV�WR�DIIRUG�D�FDU��7R�SKDVH�RXW�IRVVLO�IXHO�VXEVLGLHV�ZRXOG�EH�D�SKHQRPHQDO�WDUJHW��EHFDXVH�LW�
ZRXOG�FXW�&2��ZKLOH�VDYLQJ�PRQH\�IRU�RWKHU�DQG�EHWWHU�SXEOLF�XVHV��7KH�HFRQRPLVWV�HVWLPDWH�WKDW�HYHU\�
GROODU�LQ�FRVWV�ZRXOG�GR�PRUH�WKDQ�����RI�FOLPDWH�DQG�SXEOLF�JRRG�
:LWK�VXFK�KLJK�UHWXUQ�WDUJHWV��WKH�HFRQRPLF�HYLGHQFH�VKRZV�WKDW�±�LI�FDUHIXOO\�FKRVHQ�±�HQHUJ\�WDUJHWV�

VKRXOG�GH¿QLWHO\�EH�SDUW�RI�WKH�SURPLVHV�IRU�WKH�QH[W����\HDUV��

,$((�$I¿OLDWH�0DVWHU�&DOHQGDU�RI�(YHQWV
�1RWH���$OO�FRQIHUHQFHV�DUH�SUHVHQWHG�LQ�(QJOLVK�XQOHVV�RWKHUZLVH�QRWHG�

'DWH� (YHQW��(YHQW�7LWOH�DQG�/DQJXDJH� /RFDWLRQ� 6XSSRUWLQJ� &RQWDFW
� � � 2UJDQL]DWLRQ�V�
����
$SULO������� �WK�1$((�,$((�,QWHUQDWLRQDO�&RQIHUHQFH� ,EDGDQ��1LJHULD� 1$((�,$((� $GHROD�$GHQLNLQMX
� )XWXUH�(QHUJ\�2SWLRQV���$VVHVVPHQW���� � � DGHRODDGHQLNLQMX#\DKRR�FRP
� )RUPXODWLRQ�DQG�,PSOHPHQWDWLRQ

0D\������� ��WK�,$((�,QWHUQDWLRQDO�&RQIHUHQFH� $QWDO\D��7XUNH\� 75$((�,$((� *XUNDQ�.XPEDURJOX
� (QHUJ\�6HFXULW\��7HFKQRORJ\�DQG�6XVWDLQDELOLW\�� � � JXUNDQN#ERXQ�HGX�WU
� &KDOOHQJHV�$FURVV�WKH�*OREH

2FWREHU������� ��UG�86$((�,$((�1RUWK�$PHULFDQ�&RQIHUHQFH� 3LWWVEXUJK��3$��86$� �5$((�86$((� 'DYLG�:LOOLDPV
� 7KH�'\QDPLF�(QHUJ\�/DQGVFDSH� � � XVDHH#XVDHH�RUJ
����
)HEUXDU\������� �WK�,$((�$VLDQ�&RQIHUHQFH� 3HUWK��$XVWUDOLD� 2$((�,$((� 3HWHU�+DUWOH\
� 0HHWLQJ�$VLD¶V�(QHUJ\�&KDOOHQJHV�� � � KDUWOH\#ULFH�HGX

)HEUXDU\������� �WK�1$((�,$((�,QWHUQDWLRQDO�&RQIHUHQFH� $EXMD��1LJHULD� 1$((�1$((�,$((� $GHROD�$GHQLNLQMX
� 7KHPH�WR�EH�$QQRXQFHG�� � � DGHRODDGHQLNLQMX#\DKRR�FRP

0DUFK������� �VW�,$((�0(1$�&RQIHUHQFH� (O�*RXQD��(J\SW� *((�,$((� *HRUJ�(UGPDQQ
� 7KHPH�WR�EH�$QQRXQFHG�� � � JHRUJ�HUGPDQQ#WX�EHUOLQ�GH�

-XQH������� ��WK�,$((�,QWHUQDWLRQDO�&RQIHUHQFH� %HUJHQ��1RUZD\� 1$((� 2OYDU�%HUJODQG
� (QHUJ\���([SHFWDWLRQV�DQG�8QFHUWDLQW\�� � � ROYDU�EHUJODQG#XPE�QR
� &KDOOHQJHV�IRU�$QDO\VLV��'HFLVLRQV�DQG�3ROLF\

6HSWHPEHU������� ��WK�%,((�$FDGHPLF�&RQIHUHQFH� 2[IRUG��8.� %,((� %,((�$GPLQLVWUDWLRQ
� 7KHPH�WR�EH�$QQRXQFHG��� � � FRQIHUHQFH�#ELHH�RUJ

2FWREHU������� ��WK�86$((�,$((�1RUWK�$PHULFDQ�&RQIHUHQFH� 7XOVD��2.��86$� 86$((� 'DYLG�:LOOLDPV
� ,PSOLFDWLRQV�RI�1RUWK�$PHULFDQ�(QHUJ\�6HOI�6XI¿FLHQF\���� � XVDHH#XVDHH�RUJ
����
-XQH������� ��WK�,$((�,QWHUQDWLRQDO�&RQIHUHQFH� 6LQJDSRUH� 2$((�,$((� 7RQ\�2ZHQ
� 0HHWLQJ�WKH�(QHUJ\�'HPDQGV�RI�(PHUJLQJ�(FRQRPLF�3RZHUV�� � HVLDGR#QXV�HGX�VJ
� ,PSOLFDWLRQV�IRU�(QHUJ\�$QG�(QYLURQPHQWDO�0DUNHWV
6HSWHPEHU����� ��WK�,$((�(XURSHDQ�&RQIHUHQFH� 9LHQQD��$XVWULD� $$((�,$((� 5HLQKDUG�+DDV
� +HDGLQJ�7RZDUGV�6XVWDLQDELOLW\�(QHUJ\�� � � KDDV#HHJ�WXZLHQ�DF�DW
� 6\VWHPV���E\�(YROXWLRQ�RU�5HYROXWLRQ"
����
-XQH������� ��VW�,$((�,QWHUQDWLRQDO�&RQIHUHQFH� *URQLQJHQ�� %$((�,$((� 0DFKLHO�0XOGHU
� 6HFXULW\�RI�6XSSO\��6XVWDLQDELOLW\�DQG�� 7KH�1HWKHUODQGV� � PDFKLHO�PXOGHU#UXJ�QO�
� $IIRUGDELOLW\���$VVHVVLQJ�WKH�7UDGH�RIIV� �
� 2I�(QHUJ\�3ROLF\



,QWHUQDWLRQDO�$VVRFLDWLRQ�IRU�(QHUJ\�(FRQRPLFV� _���

&KLQD�6HHNV�WR�'RPLQDWH�2II�6KRUH�(QHUJ\�5HVRXUFHV�LQ�
WKH�6RXWK�DQG�(DVW�&KLQD�6HDV
%\�-RKQ�5��:HLQEHUJHU
2Q�0D\����������ZLWKRXW�DQQRXQFHPHQW��&KLQHVH�YHVVHOV�ÀRDWHG�&KLQD�1DWLRQDO�2IIVKRUH�2LO�&RUS�¶V�

�&122&��VWDWH�RI�WKH�DUW�GHHS�ZDWHU�GULOOLQJ�ULJ�LQWR�9LHWQDPHVH�ZDWHUV�DQG�EHJDQ�VHD�ÀRRU�GULOOLQJ�RS�
HUDWLRQV�IRU�QDWXUDO�JDV���7KH�ORFDWLRQ�RI�WKH�ULJ���ZLWKLQ�9LHWQDP¶V�����QDXWLFDO�PLOH�H[FOXVLYH�HFRQRPLF�
]RQH��((=��DQG�RQO\����QDXWLFDO�PLOHV�IURP�7ULWRQ�,VODQG�LQ�WKH�6RXWK�&KLQD�6HD��RQH�RI�WKH�3DUDFHO�
,VODQGV�WKDW�LV�FODLPHG�E\�9LHWQDP��&KLQD��DQG�7DLZDQ�±�ZDV�XQPLVWDNDEO\�VHW�XS�LQ�PDULWLPH�WHUULWRU\�
FODLPHG�E\�9LHWQDP���7KH�9LHWQDPHVH�)RUHLJQ�0LQLVWHU�FDOOHG�WKH�PRYH�D�YLRODWLRQ�RI�9LHWQDPHVH�VRY�
HUHLJQW\���7KH�8�6��6WDWH�'HSDUWPHQW�GHVFULEHG�WKH�PRYH�DV�³SURYRFDWLYH�´��7KH�GHSOR\PHQW�RI�&KLQD¶V�
¿UVW�DQG�RQO\�KRPH�JURZQ�GHHS�ZDWHU�VHPLVXEPHUVLEOH�GULOOLQJ�ULJ�LQ�VXFK�D�EUD]HQ�PDQQHU�LOOXVWUDWHV�
WKH�YDOXH�WKDW�&KLQD�SODFHV�RQ�$VLD�3DFL¿F�RII�VKRUH�RLO�DQG�JDV�UHVRXUFHV�DQG�WKH�OHQJWKV�WKDW�&KLQD�ZLOO�
JR�WR�DVVHUW�FRQWURO�RYHU�VHDEHG�K\GURFDUERQV�EHQHDWK�WKH�IDU�ZHVWHUQ�3DFL¿F�2FHDQ��

&KLQD¶V�4XHVW�IRU�$VLD�3DFL¿F�(QHUJ\�5HVRXUFHV�'ULYHQ�E\�2YHUDOO�*URZWK�LQ�(QHUJ\�'HPDQG�

)RVVLO�IXHOV�DUH�WKH�OLIHEORRG�RI�&KLQD¶V�HFRQRP\���$IIRUGDEOH��UHOLDEOH�VRXUFHV�RI�FUXGH�RLO�HQDEOH�
&KLQD¶V�WUDQVSRUWDWLRQ�VHFWRU�WR�JURZ�DQG�WKULYH���1DWXUDO�JDV�LV�EHFRPLQJ�D�FRUQHUVWRQH�WR�&KLQD¶V�HOHF�
WULF�SRZHU�FDSDFLW\�DQG�DQ�DOWHUQDWLYH�WUDQVSRUWDWLRQ�IXHO�����
&KLQD¶V�UHPDUNDEOH�HFRQRPLF�JURZWK�RYHU�WKH�SDVW�WKUHH�GHFDGHV�LV�PDWFKHG�E\�DQ�LQVDWLDEOH�WKLUVW�

IRU�RLO���&KLQD¶V������RLO�FRQVXPSWLRQ�RI�����PPW�H[FHHGHG�GRPHVWLF�SURGXFWLRQ�E\�����PPW����&KLQD¶V�
DYHUDJH�DQQXDO�JURZWK�LQ�FUXGH�RLO�FRQVXPSWLRQ�KDV�EHHQ������RYHU�WKH�SDVW�WHQ�\HDUV����,Q�WKH�WHQ�\HDU�
SHULRG������WR�������&KLQHVH�RLO�FRQVXPSWLRQ�PRUH�WKDQ�GRXEOHG�IURP�������ELOOLRQ�EDUUHOV�WR�������
ELOOLRQ�EDUUHOV��� �����RI�&KLQD¶V������FUXGH�RLO�GHPDQG�ZDV�PHW�E\� LPSRUWV��� �%\������� WKH�&13&�
(FRQRPLF�DQG�7HFKQRORJ\�5HVHDUFK�,QVWLWXWH�SURMHFWV�WKDW�����RI�&KLQHVH�FUXGH�RLO�VXSSOLHV�ZLOO�EH�
LPSRUWHG�������RI�&KLQD¶V�LPSRUWV�FRPH�IURP�WKH�3HUVLDQ�*XOI�UHJLRQ����
1DWXUDO�JDV�LV�TXLFNO\�HPHUJLQJ�DV�D�SULPDU\�DOWHUQDWLYH�IXHO�LQ�&KLQD�IRU�HOHFWULF�SRZHU�JHQHUDWLRQ�

DQG�WUDQVSRUWDWLRQ�������RI�&KLQD¶V������QDWXUDO�JDV�FRQVXPSWLRQ�ZDV�LPSRUWHG����'HPDQG�JURZWK�IRU�
QDWXUDO�JDV�LV�H[SHFWHG�WR�FOLPE���7KH�,QVWLWXWH�RI�(QHUJ\�(FRQRPLFV�RI�-DSDQ¶V�SURMHFWLRQ��WKURXJK�WKH�
\HDU�������IRUHFDVWV�D�VWHHS�����ULVH�LQ�&KLQD¶V�QDWXUDO�JDV�FRQVXPSWLRQ�IURP����������
2LO�VHFXULW\�IRU�&KLQD�PHDQV�WKH�DVVXUDQFH�RI�VXI¿FLHQW�RLO�DW�DIIRUGDEOH�SULFHV���7KH�IDFW�WKDW�PRVW�RI�

&KLQD¶V�RLO�UHTXLUHPHQWV�PXVW�EH�PHW�E\�VRXUFHV�RXWVLGH�RI�&KLQD�LV�D�VLPSOH�UHDOW\�RI�JHRJUDSK\��JHRO�
RJ\�DQG�GHPDQG����*LYHQ�WKDW�GRPHVWLF�VXSSOLHV�DUH�LQVXI¿FLHQW�WR�PHHW�&KLQD¶V�HQHUJ\�QHHGV��&KLQD¶V�RLO�
VHFXULW\�SROLF\�LV�EDVHG�RQ�WKH�EURDG�JRDOV�RI�VXSSO\�DYDLODELOLW\��DIIRUGDELOLW\��UHOLDELOLW\�DQG�GLYHUVLW\���
&KLQD¶V�H[SORLWDWLRQ�RI�(DVW�&KLQD�6HD�DQG�6RXWK�&KLQD�6HD�UHVRXUFHV�LV�FRQVLVWHQW�ZLWK�WKRVH�JRDOV���
2Q�VKRUH�GRPHVWLF�RLO�DQG�JDV�UHVHUYHV�DUH�VLJQL¿FDQW�EXW�LQVXI¿FLHQW�WR�PHHW�&KLQD¶V�QHHGV���2II�VKRUH�
GRPHVWLF�RLO�UHSUHVHQWV�RQO\�����RI�&KLQD¶V�GRPHVWLF�RLO�SURGXFWLRQ�DQG�KDV�EHHQ�OLPLWHG�WR�VKDOORZ�
ZDWHUV����&KLQD�UHOLHV�KHDYLO\�RQ�RLO�DQG�JDV�UHVHUYHV�LQ�WKH�3HUVLDQ�*XOI��$QJROD��5XVVLD��,UDT��,UDQ�DQG�
9HQH]XHOD���7KHVH�VXSSOLHV�DUH�VXEMHFW�WR�SROLWLFDO�ULVN��FLYLO�XQUHVW��VHD�ODQH�WUDQVSRUWDWLRQ�ULVN��SULFH�
YRODWLOLW\�DQG�VXSSO\�GLVUXSWLRQ���7KH�$VLDQ�3DFL¿F�VHD�EHGV��DOWKRXJK�FODLPHG�E\�PXOWLSOH�FRXQWULHV��
FRQWULEXWH�WR�&KLQHVH�HQHUJ\�VHFXULW\�E\�SURYLGLQJ�VRXUFHV�RI�RLO�DQG�JDV�FORVH�WR�KRPH�ZKHUH�&KLQD�KDV�
WKH�PLOLWDU\�DQG�SROLWLFDO�VWUHQJWK�WR�PLQLPL]H�ULVNV�ZKLFK�PLJKW�UHVXOW�LQ�VXSSO\�GLVUXSWLRQV�

&RQÀLFW�LQ�WKH�6RXWK�&KLQD�6HD

7KH�6RXWK�&KLQD�6HD�LV�DQ���������VT��NP�VHPL�HQFORVHG�DUHD�RI�ZDWHU�URXJKO\�VXUURXQGHG�E\�&KLQD��
7DLZDQ��9LHWQDP��WKH�3KLOLSSLQHV��0DOD\VLD��%UXQHL�DQG�,QGRQHVLD���7KHUH�LV�PXFK�GLVDJUHHPHQW�DERXW�
WKH�HQHUJ\�UHVRXUFH�SRWHQWLDO�RI�WKH�6RXWK�&KLQD�6HD�EHFDXVH�WKH�DUHD�LV�XQGHU�H[SORUHG�DQG�K\GURFDUERQ�
GHYHORSPHQW�KDV�EHHQ�VORZ���7KHUH�LV�QR�FOHDU�DXWKRULWDWLYH�HVWLPDWH�RI�6RXWK�&KLQD�6HD�K\GURFDUERQ�
UHVHUYHV�EXW�8�6��(,$�HVWLPDWHV�WKDW�WKHUH�LV�DSSUR[LPDWHO\����EEO�RI�RLO�UHVHUYHV�DQG�����7FI�RI�QDWXUDO�
JDV�UHVHUYHV���7KHVH�QXPEHUV�UHSUHVHQW�ERWK�SURYHG�DQG�SUREDEOH�UHVHUYHV��VR�WKH�HVWLPDWHV�PD\�EH�RQ�
WKH�KLJK�HQG����
7KH�ODFN�RI�K\GURFDUERQ�H[SORUDWLRQ�DQG�GHYHORSPHQW�LQ�WKH�6RXWK�&KLQD�6HD�

LV�D�IXQFWLRQ�RI�WZR�IDFWRUV������LQWHUQDWLRQDO�WHUULWRULDO�FRQÀLFW�DPRQJ�WKH�FRXQ�
WULHV�HQFORVLQJ�WKH�6RXWK�&KLQD�6HD�DQG�����WKH�ODFN�RI�GHHS�ZDWHU�WHFKQRORJ\�
DQG�LQH[SHULHQFH�LQ�GHHS�ZDWHU�GHYHORSPHQW�E\�WKH�ORFDO�QDWLRQDO�RLO�FRPSDQLHV���
2YHUODSSLQJ�DQG�FRQÀLFWLQJ�PDULWLPH�FODLPV�E\�&KLQD��7DLZDQ��0DOD\VLD��9LHW�

�-RKQ�:HLQEHUJHU� LV�D�:DVKLQJWRQ��'&�EDVHG�
SROLF\� FRQVXOWDQW� VSHFLDOL]LQJ� LQ� HQHUJ\� DQG�
HQYLURQPHQWDO� LVVXHV��+H�PD\�EH� UHDFKHG� DW�
MZHLQEHUJHU#VEFJOREDO�QHW

� 6HH�IRRWQRWHV�DW�HQG�RI�WH[W�



���_�� 6HFRQG�4XDUWHU�����

QDP�DQG�WKH�3KLOLSSLQHV�KDYH�PDGH�WKH�6RXWK�&KLQD�6HD�DQ�XQDWWUDFWLYH�DUHD�IRU�12&�LQYHVWPHQW����
&KLQD�LQ�SDUWLFXODU�KDV�WDNHQ�D�KLJKO\�DJJUHVVLYH�VWDQFH�WRZDUG�WKH�RWKHU�6RXWK�&KLQD�6HD�QDWLRQV�DQG�

KDV�HVVHQWLDOO\�FODLPHG�KHJHPRQ\�RYHU�WKH�ZDWHUV�DQG�XQLQKDELWHG�LVODQGV�LQ�WKH�UHJLRQ���7KH�&KLQHVH�
JRYHUQPHQW�DQQRXQFHG�LQ������WKDW�WKH�6RXWK�&KLQD�6HD�LV�D�³FRUH�LQWHUHVW´�RI�&KLQD��SXWWLQJ�WKH�6RXWK�
&KLQD�VHD�RQ�D�SDU�ZLWK�7DLZDQ�DQG�7LEHW�DV�D�PDWWHU�RI�&KLQHVH�VRYHUHLJQW\�����)RU�WKH�SXUSRVH�RI�RII�
VKRUH�RLO�DQG�JDV�GHYHORSPHQW��&KLQD�FODLPV�YHWR�SRZHU�RYHU�DQ\�QHZ�SURMHFW���%HLMLQJ�VHHV�XQLODWHUDO�
HQHUJ\�GHYHORSPHQW�E\�9LHWQDP�RU�WKH�3KLOLSSLQHV�DV�D�WHUULWRULDO�FKDOOHQJH��HYHQ�LQ�DUHDV�WKDW�DUH�JHQHU�
DOO\�UHFRJQL]HG�DV�LQWHUQDWLRQDO�ZDWHUV���
&KLQD�FODLPV�WKDW�LWV�LQWHQW�LV�QRW�WR�H[FOXGH�DQ\�QDWLRQ�IURP�RII�VKRUH�SURMHFWV�DQG�WKDW�LW�LV�RSHQ�WR�

MRLQW�GHYHORSPHQW�RI�6RXWK�&KLQD�6HD�RII�VKRUH�UHVRXUFHV�ZLWK�RWKHU�FRXQWULHV���7KH�RWKHU�6RXWK�&KLQD�
6HD�QDWLRQV�DUH�ZDU\���,Q�RUGHU�WR�SDUWLFLSDWH�LQ�D�MRLQW�RLO�RU�JDV�GHYHORSPHQW�SURMHFW�ZLWK�&KLQD��WKH\�
ZRXOG�KDYH�WR�DFFHSW�&KLQHVH�VRYHUHLJQW\�RYHU�WKH�SURMHFW�ORFDWLRQ���$V�RQH�DQDO\VW�SXW�LW��³DOWKRXJK�
&KLQD�KDV�RIIHUHG�MRLQW�GHYHORSPHQW�WR�RWKHU�FODLPDQWV��LWV�FRQFHSWV�RI�MRLQW�GHYHORSPHQW�VHHPV�WR�LQ�
YROYH�MRLQW�GHYHORSPHQW�RI�WKH�SURGXFLQJ�RLO�DQG�JDV�¿HOGV�RQ�RWKHU�FODLPDQWV¶�FRQWLQHQWDO�VKHOYHV�±�DQG�
WKHQ�RQO\�DIWHU�&KLQD¶V�VRYHUHLJQW\�KDV�EHHQ�UHFRJQL]HG�´����� �
7KH�WHQVLRQ�EHWZHHQ�&KLQD�DQG�LWV�6RXWK�&KLQD�6HD�QHLJKERUV�KDV�SOD\HG�RXW�PRVW�GUDPDWLFDOO\�ZLWK�

WKH�3KLOLSSLQHV� DQG�9LHWQDP�±� WZR�QDWLRQV� WKDW� ERWK� FRQWHVW�&KLQHVH� FODLPV�RI� VRYHUHLJQW\�RYHU� WKH�
6SUDWO\�DQG�3DUDFHO�,VODQGV������&KLQD�PRELOL]HG�IRUFHV�DJDLQVW�3KLOLSSLQH�SURMHFWV�LQ�WKH�5HHG�%DQN�LQ�
$SULO������ZLWK�&KLQHVH�YHVVHOV�JDLQLQJ�FRQWURO�RI�6FDUERURXJK�6KRDO��DQ�XQLQKDELWHG�LVOHW�FODLPHG�E\�
&KLQD�DQG�WKH�3KLOLSSLQHV��DIWHU�D�VWDQGRII�EHWZHHQ�D�3KLOLSSLQH�QDY\�VKLS�DQG�&KLQHVH�FRPPHUFLDO�YHV�
VHOV�����&KLQHVH�VKLSV�KDYH�EHHQ�SDWUROOLQJ�DURXQG�7KRPDV�6KRDO��D�UHHI�LQ�WKH�6SUDWO\�,VODQGV��VLQFH�0D\�
RI��������7KH�3KLOLSSLQHV�FODLP�7KRPDV�6KRDO�DV�SDUW�RI�LWV�FRQWLQHQWDO�VKHOI���0DQLOD�LQYLWHG�&KLQHVH�
FRPSDQLHV�WR�HQJDJH�LQ�MRLQW�H[SORUDWLRQ��EXW�KDV�QRW�FRQFHGHG�&KLQHVH�VRYHUHLJQW\���%HLMLQJ�UHIXVHV�WR�
WDNH�SDUW�LQ�LQWHUQDWLRQDO�DUELWUDWLRQ�ZLWK�WKH�3KLOLSSLQHV�DQG�UHIXVHV�WR�UHFRJQL]H�3KLOLSSLQH�MXULVGLFWLRQ�
LQ�WKH�DUHD���
&RQÀLFW�LV�DOVR�HYLGHQW�EHWZHHQ�&KLQD�DQG�9LHWQDP���$�&KLQHVH�PDULQH�VXUYHLOODQFH�YHVVHO�VDERWDJHG�

D�3HWURYLHWQDP�VHLVPLF�H[SORUDWLRQ�YHVVHO�LQ�0D\��������&122&�LQYLWHG�IRUHLJQ�RLO�FRPSDQLHV��LQ�-XQH�
������WR�ELG�IRU�EORFNV�LQ�ZDWHUV�FODLPHG�E\�9LHWQDP���$QG��DV�QRWHG�DERYH��&122&�KDG�SODFHG�LWV�GHHS�
ZDWHU�GULOOLQJ�SODWIRUP�ZLWKLQ�9LHWQDP¶V�((=�����
,I�QRW�IRU�FRQÀLFWLQJ�QDWLRQDO�FODLPV�RYHU�PDULWLPH�WHUULWRU\��SDUWV�RI�WKH�6RXWK�&KLQD�6HD�ZRXOG�EH�

ULSH�IRU�RLO�DQG�JDV�H[SORUDWLRQ����7KH�ZDWHUV�DURXQG�WKH�6SUDWO\�DQG�3DUDFHO�,VODQGV�DUH�VKDOORZ�HQRXJK�
IRU�ORZ�FRVW�H[SORUDWLRQ�DQG�DUH�WKRXJKW�WR�EH�UHVRXUFH�ULFK���7KH\�DUH�SURPLVLQJ�DUHDV�RI�H[SORUDWLRQ�EXW�
UHPDLQ�QHJOHFWHG���7KH�3KLOLSSLQHV�1DWLRQDO�2LO�&RPSDQ\�KDV�VWD\HG�DZD\�IURP�WKH�DUHD�VLQFH�&KLQHVH�
VKLSV�VWDUWHG�SDWUROOLQJ�LQ������DQG�LQWHUQDWLRQDO�RLO�FRPSDQLHV�DUH�GHWHUUHG�IURP�JHWWLQJ�LQYROYHG�LQ�WKH�
DUHD�E\�WKH�FRQÀLFWLQJ�QDWLRQDO�FODLPV���
$OWKRXJK�PRVW�RI�WKH�UHJLRQ¶V�RLO�DQG�JDV�UHVRXUFHV�DUH�WKRXJKW�WR�EH�LQ�GHHS�ZDWHU��RII�VKRUH�DFWLYLW\�

KDV�EHHQ�OLPLWHG�WKXV�IDU�WR�VKDOORZ�ZDWHU����2WKHU�WKDQ�-DSDQHVH�FRPSDQLHV��DQG�YHU\�UHFHQWO\�&122&��
(DVW�$VLDQ�RLO�FRPSDQLHV�KDYHQ¶W�KDG�WKH�WHFKQLFDO�FDSDELOLW\�WR�SURGXFH�K\GURFDUERQV�IURP�GHHS�VHD�
EHGV����,2&V�KDYH�EHHQ�UHOXFWDQW�WR�LQYHVW�LQ�GHHS�ZDWHU�GHYHORSPHQW�LQ�WKH�DUHD�EHFDXVH�RI�WKH�XQFHU�
WDLQW\�RI�QDWLRQDO�WHUULWRULDO�FODLPV���7KHUH�KDV�EHHQ�VRPH�UHFHQW�GHHS�ZDWHU�DFWLYLW\���%HJLQQLQJ�LQ�WKH�
PLG�����V�GULOOLQJ� WR�GHSWKV�EH\RQG������PHWHUV�EHJDQ�� �9LHWQDP¶V�VWDWH�RLO�FRPSDQ\�VLJQHG�DJUHH�
PHQWV�ZLWK�(QL�6S$��([[RQ�0RELO��DQG�21*&�9LGHVK�IRU�GHHS�ZDWHU�RII�VKRUH�GHYHORSPHQW�����&KLQD¶V�
&122&�EHJDQ�RSHUDWLQJ�LWV�¿UVW�GHHS�ZDWHU�GULOOLQJ�SODWIRUP�LQ��������,Q�IDFW�DOO�RI�&122&¶V�QHZ�DF�
WLYLWLHV�LQ�WKH�6RXWK�&KLQD�6HD�DUH�LQ�GHHS�ZDWHU�����,W�DSSHDUV�WKDW�GHHS�ZDWHU�H[SORUDWLRQ�DQG�SURGXFWLRQ�
ZLOO�FRQWLQXH�WR�EH�&122&¶V�IRFXV���&KLQD�2LO¿HOG�6HUYLFHV�/LPLWHG��&26/���D�VXEVLGLDU\�RI�&122&��
LQYHVWHG�KHDYLO\�LQ�QHZ�RII�VKRUH�SODWIRUPV�LQ��������

6LQR�-DSDQHVH�7HQVLRQ�LQ�WKH�(DVW�&KLQD�6HD

7KH�(DVW�&KLQD�6HD�LV�D�����PLOOLRQ�VTXDUH�NP�VHPL�HQFORVHG�ERG\�RI�ZDWHU�ERXQGHG�RQ�WKH�QRUWK�E\�
WKH�<HOORZ�6HD�DQG�WKH�.RUHDQ�SHQLQVXOD��RQ�WKH�VRXWK�E\�WKH�6RXWK�&KLQD�6HD�DQG�7DLZDQ��RQ�WKH�HDVW�
E\�-DSDQ¶V�5\XN\X�DQG�.\XVKX�LVODQGV�DQG�RQ�WKH�ZHVW�E\�&KLQD���7KH�(DVW�&KLQD�6HD�FRQWDLQV�WKH�GHHS�
2NLQDZD�7URXJK��DQ�DUF�VKDSHG�EDVLQ�����NP�HDVW�RI�WKH�&KLQHVH�FRDVW���/LNH�WKH�6RXWK�&KLQD�6HD��LW�
LV�WKRXJKW�WR�EH�ULFK�LQ�VHD�ÀRRU�RLO�DQG�JDV�EXW�LQWHUQDWLRQDO�FRQÀLFW�DQG�GLI¿FXOW�WHUUDLQ�KDYH�OHIW�LWV�
K\GURFDUERQ�UHVRXUFHV�ODUJHO\�XQH[SORUHG����
&KLQD�DQG�-DSDQ��$VLD¶V� WZR� ODUJHVW�HQHUJ\�FRQVXPHUV��KDYH�FRQÀLFWLQJ� WHUULWRULDO�FODLPV�RYHU� WKH�

(DVW�&KLQD�6HD�DQG�DUH�LQ�FRPSHWLWLRQ�ZLWK�HDFK�RWKHU�IRU�DFFHVV�WR�VHD�ÀRRU�QDWXUDO�UHVRXUFHV���%RWK�
FRXQWULHV�PDNH�RYHUODSSLQJ�WHUULWRULDO�FODLPV�XQGHU�WKH�8QLWHG�1DWLRQV�&RQYHQWLRQ�RQ�WKH�/DZ�RI�WKH�
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6HD��81&/$6����&KLQD�FODLPV�WKH�ULJKW�WR�FRQWURO�WKH�FRQWLQHQWDO�VKHOI�H[WHQGLQJ�IURP�LWV�FRDVW�OLQH�
����QDXWLFDO�PLOHV�HDVW�WR�WKH�2NLQDZD�7URXJK���$ERXW��������VTXDUH�NLORPHWHUV�RI�WKDW�VDPH�WHUULWRU\�LV�
FODLPHG�E\�-DSDQ�DV�EHLQJ�ZLWKLQ�LWV�((=���-DSDQ�SURSRVHV�D�QRUWK�VRXWK�0HGLDQ�/LQH��URXJKO\�ELVHFWLQJ�
WKH�(DVW�&KLQD�6HD�IURP�7DLZDQ�QRUWK�WR�6RXWK�.RUHD��PDUNLQJ�WKH�GLYLVLRQ�EHWZHHQ�&KLQD¶V�DQG�-DSDQ¶V�
UHVSHFWLYH�((=V�
&KLQD¶V�QDWLRQDO�RLO�FRPSDQLHV�DUH�GHYHORSLQJ�RLO�DQG�JDV�¿HOGV�MXVW�WR�WKH�ZHVW�RI�-DSDQ¶V�FODLPHG�

0HGLDQ�/LQH���6SHFL¿FDOO\��&KLQD¶V�12&V�DUH�SURGXFLQJ�RLO�DQG�JDV�LQ�WKUHH�¿HOGV�±�3LQJKX��&KXQ[LDR�
�FDOOHG�6KLUDNXD�E\�-DSDQ��DQG�7LDQZDLWLDQ��FDOOHG�.DVKL�RU�.DVKLLGH�E\�-DSDQ����7KH�&KXQ[LDR�¿HOG�LV�
DW�WKH�FHQWHU�RI�6LQR�-DSDQHVH�XQGHUVHD�UHVRXUFH�FRQÀLFW�LQ�WKH�(DVW�&KLQD�6HD���&KLQHVH�GULOOLQJ�ULJV�
H[SORLWLQJ�&KXQ[LDR�JDV�KDYH�EHHQ�RSHUDWLQJ���NLORPHWHUV�ZHVW�RI�WKH�0HGLDQ�/LQH�VLQFH������±�FORVH�
HQRXJK�WR�WKH�OLQH�WR�PDNH�-DSDQ�XQFRPIRUWDEOH���)XUWKHUPRUH��WKH�&KXQ[LDR�JDV�¿HOG�H[WHQGV�LQWR�-DSD�
QHVH�WHUULWRU\���-DSDQ¶V�SRVLWLRQ�LV�WKDW�HQHUJ\�UHVRXUFHV�RQ�RU�QHDU�WKH�0HGLDQ�/LQH�VKRXOG�EH�GHYHORSHG�
MRLQWO\�DQG�WKH�&KXQ[LDR�¿HOG�VKRXOG�EH�D�VKDUHG�UHVRXUFH���&KLQD¶V�SRVLWLRQ�LV�WKDW�WKH�RQO\�DUHD�IRU�MRLQW�
GHYHORSPHQW�LV�HDVW�RI�WKH�0HGLDQ�/LQH�WR�WKH�2NLQDZD�7URXJK��LQFOXGLQJ�WKH�DUHD�DURXQG�WKH�GLVSXWHG�
'LDR\X�6HQNDNX�LVOHWV���������
$IWHU�IRXU�\HDUV�RI�ELODWHUDO�WDONV��LQ�-XQH������&KLQD�DQG�-DSDQ�DJUHHG�WKDW�����WKHUH�VKRXOG�EH�D�MRLQW�

GHYHORSPHQW�]RQH�VWUDGGOLQJ�ERWK�VLGHV�RI�WKH�0HGLDQ�/LQH�SURSRVHG�E\�-DSDQ��DQG�����-DSDQ�ZRXOG�
SDUWLFLSDWH�LQ�WKH�&KXQ[LDR�JDV�¿HOG���+RZHYHU�QR�SURJUHVV�WRZDUG�MRLQW�GHYHORSPHQW�KDV�EHHQ�DFKLHYHG�
DQG�&KLQD�FRQWLQXHV�LWV�XQLODWHUDO�GHYHORSPHQW�RI�WKH�&KXQ[LDR�¿HOG���������
$OPRVW�DOO�RI�WKH�(DVW�&KLQD�6HD�RLO�DQG�JDV�GHYHORSPHQW�WR�GDWH�KDV�EHHQ�RQ�WKH�ZHVW�VLGH�RI�WKH�0H�

GLDQ�/LQH�DQG�KDV�EHHQ�FRQGXFWHG�E\�&KLQHVH�12&V���-DSDQHVH�FRPSDQLHV�DQG�RWKHU�,2&V�KDYH�VKRZQ�
OLWWOH�LQWHUHVW�LQ�WKH�(DVW�&KLQD�6HD���7KHUH�ZDV�VRPH�H[SORUDWRU\�GULOOLQJ�LQ�WKH�����V�RQ�WKH�-DSDQHVH�
VLGH�RI�WKH�0HGLDQ�/LQH�EXW�SURGXFWLRQ�ZDV�GLVDSSRLQWLQJ�����&KLQD�LV�LQ�D�EHWWHU�SRVLWLRQ�WKDQ�-DSDQ�WR�
H[SORLW�(DVW�&KLQD�6HD�K\GURFDUERQ�UHVRXUFHV���0RVW�RI�WKH�(DVW�&KLQD�6HD�RLO�DQG�JDV�¿HOGV�DUH�HQWLUHO\�
RU�PRVWO\�ZLWKLQ�XQGLVSXWHG�&KLQHVH�WHUULWRU\���$OO�RI�-DSDQHVH�VHDEHG�FODLPV�E\�FRQWUDVW�DUH�ZHVW�RI�
WKH�2NLQDZD�7URXJK�LQ�FRQWHVWHG�WHUULWRU\���3URYHQ�K\GURFDUERQ�UHVHUYHV�DUH�FORVHU�WR�&KLQD¶V�FRDVW�DQG�
PRUH�UHDGLO\�DFFHVVLEOH�E\�&KLQD¶V�XQGHUVHD�SLSHOLQH�WKDW�UXQV�IURP�WKH�3LQJKX�JDV�¿HOG�WR�6KDQJKDL���
3URYHQ�JDV�UHVHUYHV�DUH�IDUWKHU�IURP�-DSDQ¶V�PDLQ�LVODQGV�DQG�WKH�2NLQDZD�7URXJK�PDNHV�SLSHOLQH�WUDQV�
SRUWDWLRQ�WR�-DSDQ�H[SHQVLYH�DQG�WHFKQLFDOO\�FKDOOHQJLQJ�
&KLQD¶V�DSSURDFK�WR�-DSDQ�LQ�WKH�(DVW�&KLQD�6HD�LV�OHVV�DJJUHVVLYH�WKDQ�LWV�DSSURDFK�WR�9LHWQDP�DQG�

WKH�3KLOLSSLQHV�LQ�WKH�6RXWK�&KLQD�6HD���,Q�WKH�6RXWK�&KLQD�6HD��&KLQD�DVVHUWV�KHJHPRQ\�RYHU�WKH�UHJLRQ��
UHTXLULQJ�RWKHU�FRXQWULHV�WR�UHFRJQL]H�&KLQHVH�VRYHUHLJQW\�DV�D�FRQGLWLRQ�RI�MRLQW�GHYHORSPHQW�RI�VHD�
EHG�UHVRXUFHV���%\�FRQWUDVW��LQ�WKH�(DVW�&KLQD�6HD��&KLQD�GRHV�VHHP�WR�UHVSHFW�-DSDQ¶V�DVVHUWLRQ�RI�WKH�
0HGLDQ�/LQH�DQG�QDUURZV�WKH�DUHD�XQGHU�GLVSXWH�WR�WKH�ZDWHUV�DQG�VHD�ÀRRU�EHWZHHQ�WKH�0HGLDQ�/LQH�
DQG�WKH�2NLQDZD�7URXJK���
%\�QRW�ZRUNLQJ�FRRSHUDWLYHO\�ZLWK�LWV�(DVW�DQG�6RXWK�&KLQD�6HD�QHLJKERUV��&KLQD�LV�LQKLELWLQJ�HQHUJ\�

VHFXULW\�IRU�LWVHOI�DQG�LWV�UHJLRQ���(QHUJ\�VHFXULW\�DPRQJ�$VLD�3DFL¿F�FRXQWULHV�LV�QRW�D�]HUR�VXP�JDPH���
&KLQD�DQG�LWV�QHLJKERUV�DFKLHYH�WKH�JUHDWHVW�HQHUJ\�VHFXULW\�ZKHQ���D��WKHUH�LV�VWDELOLW\�DQG�HFRQRPLF�
LQWHJUDWLRQ�LQ�WKH�$VLDQ�3DFL¿F�UHJLRQ�DQG��E��ZKHUH�$VLDQ�3DFL¿F�FRXQWULHV�DUH�RSHQ�WR�IRUHLJQ�LQYHVW�
PHQW�LQ�RLO�DQG�QDWXUDO�JDV�SURGXFWLRQ���&KLQD¶V�DJJUHVVLRQ�DQG�XQZLOOLQJQHVV�WR�ZRUN�WRZDUGV�D�VHWWOH�
PHQW�RI�FODLPV�LQ�WKH�ZHVWHUQ�3DFL¿F�VHDV�DUH��WKHUHIRUH��FRXQWHU�SURGXFWLYH�WR�&KLQD¶V�HQHUJ\�VHFXULW\���

)RRWQRWHV
���&13&�(FRQRPLF�DQG�7HFKQRORJ\�5HVHDUFK�,QVWLWXWH��1RYHPEHU������������
���%3�6WDWLVWLFDO�5HYLHZ�RI�:RUOG�(QHUJ\��-XQH������
���&13&�(FRQRPLF�DQG�7HFKQRORJ\�5HVHDUFK�,QVWLWXWH��1RYHPEHU������������
���&13&�(FRQRPLF�DQG�7HFKQRORJ\�5HVHDUFK�,QVWLWXWH��1RYHPEHU������������
���%3�6WDWLVWLFDO�5HYLHZ�RI�:RUOG�(QHUJ\��-XQH������
���,QVWLWXWH�RI�(QHUJ\�(FRQRPLFV�-DSDQ��6WDWXV�DQG�3URVSHFWV�RI�&KLQD¶V�1DWLRQDO�*DV�0DUNHW��1RYHPEHU�����

�������
���,QVWLWXWH�RI�(QHUJ\�(FRQRPLFV�-DSDQ��6WDWXV�DQG�3URVSHFWV�RI�&KLQD¶V�1DWLRQDO�*DV�0DUNHW��1RYHPEHU�����

�����
���8�6��(,$�&KLQD�$QDO\VLV��)HEUXDU\���������
���8�6��(,$�6RXWK�&KLQD�6HD�$QDO\VLV�%ULHI��)HE������������
����³6RXWK�&KLQD�6HD�SDUW�RI�FRUH�LQWHUHVWV��%HLMLQJ�´�7KH�6WUDLW�7LPHV��-XO\������������
����=KDR�6XLVKHQJ��³&KLQD¶V�*OREDO�6HDUFK�IRU�(QHUJ\�6HFXULW\��&RRSHUDWLRQ�DQG�&RPSHWLWLRQ�LQ�WKH�

$VLD�3DFL¿F�´�7KH�$VLD�3DFL¿F�-RXUQDO��9RO�����������'HFHPEHU��������
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7KH�*HRSROLWLFV�RI�2LO�LQ�D�&DUERQ�&RQVWUDLQHG�:RUOG
%\�$YLHO�9HUEUXJJHQ�DQG�7KLMV�9DQ�GH�*UDDI

,QWURGXFWLRQ

(QHUJ\�LVVXHV�FRQWLQXH�WR�PDNH�KHDGOLQHV�LQ�LQWHUQDWLRQDO�SROLWLFV��,Q�0D\�������&KLQD�SODFHG�DQ�RLO�
ULJ�QHDU� WKH�GLVSXWHG�3DUDFHO� LVODQGV�� OHDGLQJ� WR�PXOWLSOH� LQFLGHQWV�EHWZHHQ�9LHWQDPHVH�DQG�&KLQHVH�
VKLSV��5XVVLD¶V�DQQH[DWLRQ�RI�&ULPHD�DQG�WKH�FRQÀLFW�LQ�8NUDLQH�KDV�OHG�WKH�(8�DQG�WKH�8�6��WR�DGRSW�
VHYHUDO�VDQFWLRQV��LQFOXGLQJ�HQHUJ\�VDQFWLRQV��DJDLQVW�5XVVLD�LQ�DQ�DWWHPSW��DV�8.�(QHUJ\�0LQLVWHU�(G�
'DYH\�SXW�LW��WR�GLVDUP�5XVVLD¶V�HQHUJ\�ZHDSRQ���5XVVLD�KDG�KDOWHG�LWV�JDV�GHOLYHULHV�WR�8NUDLQH�LQ�-XQH�
������WKH�WKLUG�JDV�FXW�RII�VLQFH�-DQXDU\���������0HDQZKLOH��YDVW�SDUWV�RI�6\ULD�DQG�,UDT�DUH�RFFXSLHG�E\�
UDGLFDO�LVODPLVW�¿JKWHUV�NQRZQ�DV�,VODPLF�6WDWH�RI�,UDT�DQG�6\ULD��,6,6��DOVR�NQRZQ�DV�,6,/�RU�,6���ZKR�
UHSRUWHGO\�JHQHUDWH����WR����PLOOLRQ�GDLO\�IURP�RLO�WKHIW�DQG�VDOHV�IURP�VHL]HG�RLO�¿HOGV�DQG�UH¿QHULHV����
6XFK�HYHQWV�LOOXVWUDWH�DQG�QRXULVK�WKH�FRQWLQXHG�UHOHYDQFH�RI�D�JHRSROLWLFDO�YLHZ�RI�HQHUJ\�PDUNHWV�

DQG�WUDGH��7KH�GRPLQDQW�LPDJH�RI�HQHUJ\�JHRSROLWLFV��UHSURGXFHG�LQ�LQWHUQDWLRQDO�QHZV�PHGLD�DQG�E\�
YRFDO�VFKRODUV�� LV�UHYROYLQJ�DURXQG�D�VWUXJJOH�IRU�DFFHVV�WR�VFDUFH�RLO�DQG�JDV�UHVHUYHV��7KHVH�HQHUJ\�
EDWWOHV�DUH�RIWHQ�IRUHFDVW�WR�EHFRPH�PRUH�SURPLQHQW�LQ�WKH�IXWXUH�DV�HQHUJ\�GHPDQG�FRQWLQXHV�WR�VRDU��
SDUWLFXODUO\�LQ�WKH�HPHUJLQJ�HFRQRPLHV��ZKLOH�RLO�UHVHUYHV�VKULQN�GXH�WR�UDSLG�GHSOHWLRQ�RI�H[LVWLQJ�¿HOGV�
DQG�IHZHU�GLVFRYHULHV��)DFHG�ZLWK�LQFUHDVLQJ�VFDUFLW\��LW�LV�FODLPHG�WKDW�PDMRU�FRQVXPHUV�ZLOO�HYHQWXDOO\�
FODVK��SRWHQWLDOO\�LQ�DQ�DUPHG�FRQÀLFW��DV�WKH\�WU\�WR�SUHVHUYH�WKHLU�DFFHVV�WR�IRUHLJQ�RLO�DQG�JDV�VXSSOLHV�
LQ�D�JOREDO�UDFH�IRU�ZKDW¶V�OHIW��.ODUH���������7KLV�VXSSRVHGO\�LQÀDWHV�WKH�SRZHU�RI�HQHUJ\�ULFK�VWDWHV��
VXFK�DV�5XVVLD��LQ�LQWHUQDWLRQDO�UHODWLRQV��.ODUH���������
2XU�WKHVLV�LV�WKDW�WKLV�SUHYDLOLQJ�YLHZ�RI�VFDUFLW\�LQGXFHG�FRQÀLFW�RYHU�RLO�DQG�JDV�UHVRXUFHV�LV�ORS�

VLGHG��7KH�DUJXPHQW� LV�GHYHORSHG�LQ� WZR�VWHSV��)LUVW��ZH�VKRZ�WKDW�RLO�GHPDQG�ZLOO�GHFOLQH� LQ�D���&�
VFHQDULR��UHVXOWLQJ�LQ�H[FHVV�RLO�UHVHUYHV��6HFRQG��ZH�DUJXH�WKDW�WKLV�RLO�DEXQGDQFH�RSHQV�XS�D�KRVW�RI�
QHZ�JHRSROLWLFDO�ULVNV�DQG�WKUHDWV��

7KH�2LO�0DUNHW�LQ�D���&�:RUOG

5DWKHU�WKDQ�IDFLQJ�DQ�LPPLQHQW�VKRUWDJH�RI�K\GURFDUERQV��WKH�ZRUOG�VWLOO�KRVWV�SOHQW\�RI�RLO�DQG�JDV�
UHVRXUFHV��%3���������7KLV�PHDQV�WKDW��LQ�WKH�FRPLQJ�\HDUV��RLO�SURGXFWLRQ�FDQ�VWLOO�H[SDQG��DOWKRXJK�WKH�
XQLW�FRVW�RI�PDUJLQDO�SURGXFWLRQ��DOVR�NQRZQ�DV��VKRUW�UXQ�PDUJLQDO�FRVW��ZLOO�OLNHO\�ULVH��,($���������
+RZHYHU��XQDEDWHG� IRVVLO� IXHO� FRQVXPSWLRQ� VSHOOV� WURXEOH� IRU� WKH�RQJRLQJ�HIIRUWV� WR�PLWLJDWH�FOLPDWH�
FKDQJH��3UHYLRXV�VWXGLHV�KDYH�VKRZQ�WKDW�IRVVLO�IXHO�UHVRXUFH�FRQVWUDLQWV�DUH��LQ�DQG�RI�WKHPVHOYHV��XQ�
OLNHO\�WR�OLPLW�IXWXUH�JUHHQKRXVH�JDV�HPLVVLRQV��9HUEUXJJHQ�DQG�$O�0DUFKRKL��������0F&ROOXP�HW�DO���
�������+HQFH��WR�DYRLG�GDQJHURXV�FOLPDWH�FKDQJH��D�VL]HDEOH�FKXQN�RI�WKH�ZRUOG¶V�IRVVLO�IXHO�UHVHUYHV�
ZLOO�QHHG�WR�EH�OHIW�LQ�WKH�JURXQG��5DWKHU�WKDQ�MRLQLQJ�WKRVH�YRLFHV�ZKR�DUJXH�WKDW�ZH�KDYH�HQWHUHG�D�QHZ�
DJH�RI�SOHQW\��0DXJHUL���������ZH�DUJXH�WKDW�WKH�JOREDO�GULYH�WRZDUGV�GHFDUERQL]DWLRQ�ZLOO�UHVXOW�LQ�D�
VKULQNLQJ�RLO�PDUNHW�
7KLV�EULQJV�XV�WR�WKH�TXHVWLRQV��ZKHQ�ZLOO�WKH�GHPDQG�SHDN�RFFXU��DQG�QH[W��DW�ZKDW�UDWH�ZLOO�XVH�RI�RLO�

GHFOLQH"�7KH�EHVW�DQVZHU�WR�WKHVH�TXHVWLRQV�LV�SURYLGHG�LQ�FKDSWHU����&ODUNH��-LDQJ�HW�DO���������RI�ZRUN�
LQJ�JURXS�,,,�RI�WKH�,3&&�$VVHVVPHQW�5HSRUW����7KH�FKDSWHU�GLVFXVVHV�KXQGUHGV�RI�IXWXUH�&2��DQG�JUHHQ�
KRXVH�JDV��*+*��HPLVVLRQ�SDWKZD\V�DV�IRUHFDVW�E\�DOO�DFFHVVLEOH�DQG�YHUL¿DEOH�PRGHOV�LQ�WKH�ZRUOG��7KH�
KXQGUHGV�RI�SDWKZD\V�DUH�DVVHPEOHG�LQWR�IRXU�5HSUHVHQWDWLYH�&RQFHQWUDWLRQ�3DWKZD\V��5&3����ZKHUH�
WKH�QXPEHU���UHIHUV�WR�WKH�UDGLDWLYH�IRUFLQJ�LQ�:�P��DURXQG�WKH�\HDU������GXH�WR�WKH�FRQFHQWUDWLRQ�SDWK�
ZD\���5&3�����DVVXPHV�WKDW�JOREDO�DQQXDO�*+*�HPLVVLRQV��PHDVXUHG�LQ�&2��HTXLYDOHQWV��SHDN�EHWZHHQ�
�����������ZLWK�HPLVVLRQV�GHFOLQLQJ�VXEVWDQWLDOO\�WKHUHDIWHU��(PLVVLRQV�LQ�5&3�����SHDN�DURXQG�������
WKHQ�GHFOLQH��,Q�5&3����HPLVVLRQV�SHDN�DURXQG�������WKHQ�GHFOLQH��,Q�5&3������HPLVVLRQV�FRQWLQXH�WR�ULVH�
WKURXJKRXW�WKH���VW�FHQWXU\��2QO\�5&3�����FRYHUV�SDWKZD\V�WKDW�DUH�OLNHO\�WR�PDLQWDLQ�JOREDO�WHPSHUD�
WXUH�ULVH�RQ�HDUWK�EHORZ���&��$Q�HDUOLHU�VWXG\��FRRUGLQDWHG�E\�VRPH�RI�WKH�,3&&�ZRUNLQJ�JURXS�,,,��FKDS�
WHU���OHDG�DXWKRUV��H[DPLQHG�WKH�LPSOLFDWLRQV�IRU�HQHUJ\�XVH�DQG�RLO�FRQVXPSWLRQ�
RI�WKH�IRXU�5&3V��9DQ�9XXUHQ�HW�DO����������,W�IRXQG�WKDW�RLO�FRQVXPSWLRQ�LV�WR�
GURS�VKDUSO\�LQ�5&3�����EHIRUH�������DV�LV�LOOXVWUDWHG�LQ�)LJXUH����3XW�GLIIHUHQWO\��
LI�WKH�ZRUOG�LV�WR�DELGH�E\�WKH�&DQFXQ�SOHGJH�RI�OLPLWLQJ�DQWKURSRJHQLF�FOLPDWH�
FKDQJH�WR���&��JOREDO�RLO�XVH�LV�WR�GHFOLQH�VKDUSO\�EHIRUH������
)DOOLQJ�RLO�GHPDQG�LQ�5&3�����DURXQG������LPSOLHV�WKDW�WKH�RLO�PDUNHW�ZLOO�

QRW�EH�FKDUDFWHUL]HG�E\�VFDUFLW\�DQG�VKRUWDJHV��EXW�E\�UHODWLYH�DEXQGDQFH��7KH�
VSHFWHU�RI�HQHUJ\�DEXQGDQFH�GRHV�QRW�VWULS�K\GURFDUERQV�IURP�WKHLU�JHRSROLWLFDO�

�$YLHO�9HUEUXJJHQ�LV�3URIHVVRU� LQ� WKH�'HSDUW�
PHQW� RI� (QJLQHHULQJ�0DQDJHPHQW��$QWZHUS�
8QLYHUVLW\��DQG�7KLMV�9DQ�GH�*UDDI�LV�DQ�$V�
VLVWDQW�3URIHVVRU�LQ�WKH�'HSDUWPHQW�RI�3ROLWL�
FDO�6FLHQFH��*KHQW�8QLYHUVLW\��%HOJLXP��3UR�
IHVVRU�9HUJUXJJHQ�PD\� EH� UHDFKHG� DW�$YLHO�
9HUEUXJJHQ#8$QWZHUSHQ�EH�

� 6HH�IRRWQRWHV�DW�HQG�RI�WH[W�



���_�� 6HFRQG�4XDUWHU�����

FRQWHQW��KRZHYHU��4XLWH�WKH�FRQWUDU\��WKH�H[LVWHQFH�RI�WRR�PXFK�
RLO�DQG�JDV�FRXOG�HTXDOO\�WULJJHU�JHRSROLWLFDO�VWULIH��FRQÀLFW��DQG�
HYHQ�ZDU��9HUEUXJJHQ�DQG�9DQ�GH�*UDDI���������7KH�JHRSROLWLFV�
RI�RLO�±�ZKLFK�FDQ�EH�GH¿QHG�DV�WKH�VWUXJJOH�WR�GH¿QH�ZKR�ZLQV�
DQG�ZKR�ORVHV�DV�RLO�PRYHV�IURP�XQGHUJURXQG�UHVHUYHV�WR�WKH�
SRLQW�RI�FRQVXPSWLRQ��%ULGJH�DQG�/H�%LOORQ��������S������±�WKXV�
UHYROYHV�DURXQG�RUJDQL]LQJ�VFDUFLW\� LQ� WKH� IDFH�RI�SURGLJLRXV�
DEXQGDQFH�� ,Q� WKH�UHPDLQGHU�RI� WKLV�DUWLFOH��ZH�IRFXV�RQ�KRZ�
RLO�H[SRUWLQJ�FRXQWULHV��SDUWLFXODUO\�WKH�ODUJH�UHVHUYH�KROGHUV�LQ�
WKH�0LGGOH�(DVW��FRXOG�UHDFW�WR�WKH�VFHQDULR�RI�SHDN�RLO�GHPDQG��
2XU�DLP�LV�QRW�WR�SURYLGH�D�IXOO�UHSHUWRLUH�RI�SRVVLEOH�FRXQWHU�
PRYHV��TXRWD�DJUHHPHQWV��SULFH�ZDUV��HFRQRPLF�GLYHUVL¿FDWLRQ��
HWF���EXW� UDWKHU� WR� LOOXVWUDWH� WKH�SRWHQWLDO� IRU�FRQÀLFW� UHVXOWLQJ�
IURP�D�VWUXFWXUDO�RLO�JOXW���

$�5DFH�WR�6HOO�2LO

7KH�SURVSHFW�RI�D�VWUXFWXUDO�RLO�JOXW�GRHV�QRW�PHDQ�WKDW�RLO�
LV� GHFRXSOHG� IURP�JHRSROLWLFV��7KH� JHRJUDSK\�RI� RLO� DQG� JDV�
GHPDQG�DQG�VXSSO\�ZLOO�FRQWLQXH�WR�LQIRUP�PXFK�RI�WKH�SROLWL�

FDO�DQG�VWUDWHJLF�UHODWLRQV�DURXQG�WKH�ZRUOG��,Q�IDFW��HQHUJ\�DEXQGDQFH�LQ�LWVHOI�FRXOG�VWLU�LQWHUQDWLRQDO�
FRQÀLFWV��,Q�WKH�QH[W�SDUDJUDSKV��WKH�SURVSHFW�RI�DEXQGDQFH�LQGXFHG�HQHUJ\�FRQÀLFWV�LV�LOOXVWUDWHG�ZLWK�
WKH�FDVH�RI�RLO�EHFDXVH�WKLV�VWLOO�LV�WKH�OHDGLQJ�DQG�PRVW�JOREDOL]HG�HQHUJ\�FRPPRGLW\��:H�FRQWHQG�WKDW�
RQJRLQJ�DQG�IXWXUH�RLO�FRQÀLFWV�DUH�OLNHO\�QRW�UHYROYLQJ�DURXQG�WKH�FRQTXHULQJ�RI�RLO�UHVHUYHV��DV�LV�FRP�
PRQO\�WKRXJKW��EXW�DURXQG�NHHSLQJ�WKH�RLO�UHVHUYHV�RI�ULYDO�SURGXFHUV�LQ�WKH�JURXQG�VR�DV�WR�VHOO�DV�PXFK�
RI�RQH¶V�RZQ�UHVHUYHV�DV�SRVVLEOH�WR�¿OO�WKH�UHPDLQLQJ�TXRWD�LQ�D�ZRUOG�RI�VKULQNLQJ�RLO�GHPDQG��
2LO� DEXQGDQFH�ZLOO�� RI� FRXUVH�� DIIHFW�PDMRU�RLO� SURGXFHUV�� EH� WKH\�RLO� H[SRUWHUV�� WKHLU� QDWLRQDO�RLO�

FRPSDQLHV��RU�WKH�RLO�PDMRUV��7KURXJKRXW�LWV�KLVWRU\��23(&�DQG�HVSHFLDOO\�WKH�*XOI�PHPEHU�VWDWHV�KROG�
LQJ�WKH�ODUJHVW��ORZ�FRVW�UHVHUYHV��KDYH�EHHQ�WU\LQJ�WR�NHHS�WKH�SULFH�RI�RLO�XS��EXW�QRW�WR�OHYHOV�ZKHUH�
GHPDQG�GHVWUXFWLRQ�ZRXOG�RFFXU��7KHLU�PDLQ�JRDO�LV�WR�PD[LPL]H�WKH�UHQWV�IURP�RLO�H[WUDFWLRQ�RYHU�D�
ORQJHU�WLPH�VSDQ��7KLV�LV�GLIIHUHQW�IURP�WKH�SHUVSHFWLYH�RI�WKH�SULFH�KDZNV�ZLWKLQ�23(&��KROGLQJ�PXFK�
VKRUWHU�WLPH�KRUL]RQV�DQG�NHHQ�WR�PD[LPL]H�WKHLU�RLO�H[SRUW�UHYHQXHV�WRGD\��7KH�VR�FDOOHG�SULFH�GRYHV��
RI�ZKLFK�6DXGL�$UDELD�LV�WKH�PDLQ�H[SRQHQW��FRQVLGHU�RLO�LQ�WKH�JURXQG�OLNH�KDYLQJ�PRQH\�LQ�WKH�EDQN�
7KH�SURVSHFW�RI�GHFOLQLQJ�RLO�GHPDQG��LPSRVHG�E\�VKULQNLQJ�FDUERQ�GLR[LGH�HPLVVLRQV�TXRWD��LQVWL�

JDWHV�RLO�H[SRUWHUV�WR�VHOO�PRUH�RI�WKHLU�RLO��6LQQ���������,Q�D�PDUNHW�IHQFHG�RII�IURP�XQIHWWHUHG�JURZWK��
RLO�H[SRUWHUV�ZLOO�FRPSHWH�ZLWK�ULYDO�H[SRUWHUV�IRU�PDUNHW�VKDUHV��7KLV�FRPSHWLWLRQ�VWLPXODWHV�D�FUXGH�RLO�
SULFH�FROODSVH��1RUPDOO\��WKLV�ZRXOG�OHDG�WR�D�UHFRYHU\�RI�WKH�GHPDQG�IRU�RLO�E\�FRQVXPHUV��+RZHYHU��
ZKHQ�FOLPDWH�SROLF\�PDNHUV�UHDOO\�VXSSRUW�HPLVVLRQV�UHGXFWLRQV��WKH\�ZLOO�¿OO�WKH�JDS�EHWZHHQ�D�ORZ�
FUXGH�SULFH�DQG�KLJK�¿QDO�HQG�XVH�SULFHV�RI�RLO�SURGXFWV�E\�KLJKHU�OHYLHV��:DLVPDQ�HW�DO���������¿QG�
WKDW��LUUHVSHFWLYH�RI�WKH�RLO�SULFLQJ�VWUDWHJ\�WKH\�FKRRVH��HLWKHU�ÀRRGLQJ�WKH�PDUNHW�ZLWK�RLO�WR�GHSUHVV�
SULFHV�RU�FXWWLQJ�EDFN�SURGXFWLRQ�WR�WULJJHU�SULFH�LQFUHDVHV�DQG�KHQFH�PDLQWDLQ�UHYHQXHV�GHVSLWH�WKH�GURS�
RI�RLO�FRQVXPSWLRQ���0LGGOH�(DVWHUQ�SURGXFHUV�ZLOO�IDFH�D�VLJQL¿FDQW�GURS�LQ�RLO�UHYHQXHV�LQ�D������SSP�
VWDELOL]DWLRQ�VFHQDULR�
1DWLRQDO�2LO�&RPSDQLHV��12&V��GLIIHU�IURP�,QWHUQDWLRQDO�2LO�&RPSDQLHV��,2&V���7KH�12&V�RI�QHW�

RLO�H[SRUWLQJ�FRXQWULHV��ZKLFK�RZQ�WKH�EXON�RI�WKH�JOREDO�UHVHUYHV��KDYH�WKH�PRVW�WR�ORVH�ZKHQ�RLO�GH�
PDQG�VKULQNV��2IWHQ�WKH\�RSHUDWH�QRW�MXVW�RQ�FRPPHUFLDO�WHUPV�EXW�DOVR�VHUYH�RWKHU�SROLWLFDO��¿QDQFLDO��
VRFLDO�DQG�VWUDWHJLF�JRDOV�IRU�WKHLU�JRYHUQPHQWV�DV�ZHOO��9LFWRU�HW�DO����������,2&V��E\�FRQWUDVW��DUH�RQO\�
DFFRXQWDEOH� WR� WKHLU� VKDUHKROGHUV�DQG�SXW�SUR¿WDELOLW\�¿UVW��7KH\�FRPPDQG�PXFK�PRUH�ÀH[LELOLW\� LQ�
PRYLQJ�DVVHWV�WR�RWKHU�JOREDO�EXVLQHVV�RSSRUWXQLWLHV��,2&V�DOO\�ZLWK�FRXQWULHV�WKDW�JXDUDQWHH�VDIH�SURS�
HUW\�ULJKWV�DQG�KLJK�QHW�SUR¿W�PDUJLQV��7KHLU�SUR¿WV�DUH�OHVV�GHSHQGHQW�RQ�WKH�KHLJKW�RI�WKH�FUXGH�SULFH�
WKDQ�RQ�WKH�YROXPHV�RI�SURFHVVHG�RLO��,Q�WKLV�ZD\�,2&V�DOO\�ZLWK�IULHQGO\�12&V�DQG�FRXQWULHV�WKDW�DOORZ�
URRP�IRU�SULYDWHO\�RZQHG�DVVHWV��SURWHFW�LQYHVWPHQW��DQG�XSKROG�WKH�UXOH�RI�ODZ�

.HHSLQJ�+RVWLOH�2LO�LQ�WKH�*URXQG

,Q�D�FRQWH[W�RI�DEXQGDQFH��RLO�SURGXFHUV�VWDQG�WR�EHQH¿W�IURP�VLWXDWLRQV�LQ�ZKLFK�WKHLU�GLUHFW�FRPSHWL�
WRUV�FDQQRW�SURGXFH�DW�IXOO�FDSDFLW\��IRU�VRPH�UHDVRQ�RU�DQRWKHU��7KH�FRQWLQXHG�XQUHVW�LQ�/LE\D��6\ULD��
DQG�,UDT��IRU�LQVWDQFH��SOD\V�LQWR�WKH�KDQGV�RI�DOO�RWKHU�RLO�H[SRUWHUV�VLQFH�LW�KHOSV�WR�NHHS�RLO�SULFHV�KLJK�
ZKLOH� DOVR� SUHYHQWLQJ� ODUJH� DGGLWLRQDO� RLO� VXSSOLHV� IURP� UHDFKLQJ� LQWHUQDWLRQDO�PDUNHWV�� ,Q� D�EHQLJQ�

)LJXUH����'HYHORSPHQW�RI�SULPDU\�HQHUJ\�FRQVXPSWLRQ�
�GLUHFW�HTXLYDOHQW��DQG�RLO�FRQVXPSWLRQ�IRU�WKH�IRXU�5&3V��
7KH�JUH\�DUHD�LQGLFDWHV�WKH���WK�DQG���WK�SHUFHQWLOHV�
�OLJKW�GDUN�JUH\���
6RXUFH��9DQ�9XXUHQ�HW�DO���������S������)LJ�����



,QWHUQDWLRQDO�$VVRFLDWLRQ�IRU�(QHUJ\�(FRQRPLFV� _���

LQWHUSUHWDWLRQ��VXFK�RXWDJHV�DUH�WKH�UHVXOW�RI�LQWHUQDO�SROLWLFDO�G\QDPLFV��+DPLOWRQ���������,Q�/LE\D��IRU�
H[DPSOH��RLO�SURGXFWLRQ�ZDV�EULHÀ\�UHVWRUHG�DIWHU� WKH������WRSSOLQJ�RI� WKH�*DGGD¿�UHJLPH��\HW�VWULIH�
DPRQJ�GLIIHUHQW�FODQV�DQG�IDFWLRQV�KDV�VLQFH�FXUEHG�WKH�FRXQWU\¶V�RLO�RXWSXW��
$�PRUH�PDOLJQ�LQWHUSUHWDWLRQ��KRZHYHU��DOORZV�URRP�IRU�GHOLEHUDWH�GHVWDELOL]DWLRQ�RI�ULYDO�RLO�SURGXF�

HUV�E\�WKH�:HVWHUQ�IULHQGO\�DOOLDQFH��)RU�H[DPSOH��WKH�UDGLFDO�¿JKWHUV�NQRZQ�DV�,6��,VODPLF�6WDWH��WKDW�
KDYH�VHL]HG�ODUJH�SDUWV�RI�6\ULD�DQG�,UDT�KDYH�DOOHJHGO\�UHFHLYHG�¿QDQFLQJ�IURP�*XOI�SHWURVWDWHV��0DUFHO��
�������(PEROGHQHG�E\�WKHLU�RZQ�WLJKW�RLO�UHYROXWLRQ�DQG�WKH�SURVSHFW�RI�H[SRUWLQJ�RLO�DJDLQ�LQ�WKH�QHDU�
WHUP��WKH�8QLWHG�6WDWHV�KDV�WDNHQ�WKH�OHDG�LQ�VHWWLQJ�XS�RLO�VDQFWLRQV�DJDLQVW�,UDQ�DQG�UHFHQWO\�DOVR�DJDLQVW�
5XVVLD��EDFNHG�XS�E\�¿QDQFLDO�VDQFWLRQV��:KLOH�LW�LV�TXHVWLRQDEOH�WKDW�WKH�RLO�SURGXFHUV�LQ�WKH�8QLWHG�
6WDWHV�SUR¿W�GLUHFWO\�IURP�WKHVH�VDQFWLRQV��WKH\�FHUWDLQO\�KHOSHG�WR�HDVH�WHQVLRQV�LQ�5L\DGK�DERXW�D�8�6��
GULYHQ�RLO�JOXW�LQ�WKH�ZDNH�RI�WKH�IUDFNLQJ�UHYROXWLRQ��:HLQEHUJ���������7KH�ZD\�WKH�8�6��EHQH¿WV�IURP�
JRRG�UHODWLRQV�LV�E\�KDYLQJ�5L\DGK�DV�OR\DO�SXUFKDVHU�RI�ELOOLRQV�GROODUV�8�6��ZHDSRQU\��ZLWK�PRQH\�
FRXJKHG�XS�E\�(XURSHDQ�DQG�)DU�(DVWHUQ�LQGXVWULDOL]HG�FRXQWULHV�
2XU�XQXVXDO�LQWHUSUHWDWLRQ�RI�UHFHQW�HYHQWV�LOOXVWUDWHV�KRZ�WKH�JHRSROLWLFV�RI�HQHUJ\�FRXOG�HYROYH�LQ�

WKH�FRPLQJ�\HDUV��7KH�FHQWUDO�VWDNH�ZRXOG�QRW�EH�WR�FRQTXHU�IRUHLJQ�RLO�DQG�JDV�¿HOGV��EXW�WR�XQORFN�
RU�FORVH�SURGXFWLRQ�¿HOGV�IRU�JOREDO�PDUNHWV�LQ�RUGHU�WR�REWDLQ�WKH�PD[LPXP�UHYHQXHV��UHQWV��IURP�WKH�
OLPLWHG�RLO�TXRWD�DOORZHG�WR�EH�FRPEXVWHG�E\�KXPDQV�LQ�WKH�FRPLQJ�GHFDGHV��2LO�SURGXFHUV�ZRXOG�EH�
FDWDORJXHG��DV�LV�QRZ�DOUHDG\�GRQH�TXLWH�RIWHQ�LQ�DQ�LPSOLFLW�PDQQHU��LQ�IULHQGO\�RLO�VRXUFHV�DQG�KRVWLOH�
RLO�VRXUFHV��7KH�¿UVW�FDWHJRU\�UHIHUV�WR�FRXQWULHV�WKDW�DFFHSW�DQG�SURWHFW�IRUHLJQ�LQYHVWPHQW��,W�LV�FHQWHUHG�
RQ�WKH�D[LV�8�6���ZLWK�1$72�DOOLHV��±�$UDE�*XOI�VWDWHV��DVVHPEOHG�LQ�WKH�*XOI�&RRSHUDWLRQ�&RXQFLO���
+RVWLOH�RLO�LV�OHG�E\�,UDQ�ZLWK�D�IHZ�FRPPLWWHG�DOOLHV��H�J���9HQH]XHOD���0DQ\�RLO�SURGXFHUV�DUH�GULIWLQJ�
LQ�EHWZHHQ��VHYHUDO�RI�WKHP�GD]HG�E\�YLROHQW�HYHQWV�RU�DJJUHVVLRQ�

&RQFOXVLRQ

2XU�KHUHWLFDO�DQDO\VLV�RI�WKH�FUXGH�RLO�PDUNHWV�DQG�RI�UHFHQW�JHRSROLWLFDO�HYHQWV�KLJKOLJKWV�WKH�HIIHFWV�
RI�D�VWUXFWXUDO�DEXQGDQFH�RI�IRVVLO�IXHOV��+RZ�WR�RUJDQL]H�VFDUFLW\�LQ�WKH�IDFH�RI�SURGLJLRXV�DEXQGDQFH�
�%ULGJH�DQG�:RRG���������KDV�EHHQ�D�FRQWLQXRXV�LVVXH�LQ�WKH�LQWHUQDWLRQDO�RLO�PDUNHWV��7KH�KLVWRU\�RI�
23(&�UHYROYHV�DURXQG�WKDW�LVVXH��,Q�OLJKW�RI�WKH�VWULFW�OLPLWV�LPSRVHG�E\�DQWKURSRJHQLF�FOLPDWH�FKDQJH��
ZH�¿QG�WKDW�DEXQGDQFH�UDWKHU�WKDQ�VFDUFLW\�ZLOO�FRQWLQXH�WR�LQIRUP�PXFK�RI�WKH�JHRSROLWLFV�RI�SHWUROHXP�
LQ�WKH�IRUHVHHDEOH�\HDUV�DQG�GHFDGHV��:KLOH�WKH�VKDUS�GURS�LQ�RLO�SULFHV�EHWZHHQ�-XQH�DQG�'HFHPEHU�
�����LV�QRW�SULPDULO\�UHODWHG�WR�FOLPDWH�SROLF\��LW�RIIHUV�ODUJH�RLO�H[SRUWLQJ�FRXQWULHV�D�WDVWH�RI�WKHLU�IDWH�
LI�JRYHUQPHQWV�DURXQG�WKH�ZRUOG�JHW�VHULRXV�DERXW�FOLPDWH�FKDQJH�PLWLJDWLRQ�DQG�VWDUW� LPSOHPHQWLQJ�
FUHGLEOH�RLO�VXEVWLWXWLRQ�SROLFLHV�
:H�RXWOLQH�WZR�SRVVLEOH�VWUDWHJLHV�IRU�RLO�SURGXFHUV�WR�IROORZ�LQ�D�ZRUOG�RI�DEXQGDQW�RLO�UHVHUYHV�DQG�

VKULQNLQJ�GHPDQG��2QH�LV�WR�VHOO�DV�PXFK�RLO�DV�SRVVLEOH��DV�UDSLGO\�DV�SRVVLEOH��LQ�RUGHU�WR�SUHYHQW�RQH¶V�
RZQ�UHVHUYHV�IURP�EHFRPLQJ�VWUDQGHG��$QRWKHU��PRUH�DJJUHVVLYH�VWUDWHJ\��LV�WR�HQVXUH�WKDW�ULYDO�SURGXF�
HUV¶�RLO�LV�NHSW�XQGHUJURXQG��7KH�ODWWHU�PD\�UHVXOW�IURP�LQWHUQDO�VWULIH��FRQÀLFW�RU�SODLQ�ZDUIDUH��RU�IURP�
RUJDQL]HG�LQWHUQDWLRQDO�ER\FRWWV�RI�RLO�DQG�JDV�H[SRUWV��7KHVH�DUH�SRVVLEOH�PRYHV�DQG�RXWFRPHV�RQ�WKH�
JHRSROLWLFDO�FKHVVERDUG��LQYLWLQJ�IXUWKHU�LQTXLU\�LQWR�WKH�JHRSROLWLFDO�FRQVHTXHQFHV�RI�HQHUJ\�DEXQGDQFH��
GHFDUERQL]DWLRQ�DQG�FOLPDWH�FKDQJH��VHH��DPRQJ�RWKHUV��'XSRQW��������*OHGLWVFK��������-HZHOO�HW�DO���
�������7KLV�DQDO\VLV�DOVR�VHUYHV�DV�D�UHPLQGHU�WKDW�WKH�WUDQVLWLRQ�WR�ORZ�FDUERQ�HQHUJ\�VRXUFHV�LV�QRW�MXVW�
D�ZDON�LQ�WKH�SDUN�EXW�D�PDMRU�VRFLR�WHFKQLFDO�DQG�SROLWLFDO�RYHUKDXO�ZLWK�ZLQQHUV�DQG�ORVHUV�DFURVV�WKH�
JOREH�

)RRWQRWHV
��1DRPL�2¶/HDU\��³*��WR�EHJLQ�UHGXFLQJ�5XVVLDQ�HQHUJ\�GHSHQGHQF\���(G�'DYH\�´�5HXWHUV��0D\���������
��'HVSLWH�DQ�DJUHHPHQW�LQ�ODWH�2FWREHU��EURNHUHG�E\�WKH�(8��JDV�ÀRZV�KDG�\HW�WR�UHVXPH�DV�RI�HDUO\�'HFHPEHU�

������³8NUDLQH�GUDZV�UHFRUG�KLJK�YROXPH�RI�JDV�IURP�VWRFNV�´�5HXWHUV��'HFHPEHU���������
��%RU]RX�'DUDJDKL�DQG�(ULND�6RORPRQ��³)XHOLQJ�,VLV�,QF��´�)LQDQFLDO�7LPHV��6HSWHPEHU����������

5HIHUHQFHV

%3��������6WDWLVWLFDO�5HYLHZ�RI�:RUOG�(QHUJ\��-XQH�������$YDLODEOH�DW��KWWS���ZZZ�ES�FRP�VWDWLVWLFDOUHYLHZ�
>ODVW�DFFHVVHG��$XJXVW��������@��

%ULGJH��*��:RRG��$��������/HVV�LV�0RUH��6SHFWUHV�RI�6FDUFLW\�DQG�WKH�3ROLWLFV�RI�5HVRXUFH�$FFHVV�LQ�WKH�8S�
VWUHDP�6HFWRU��*HRIRUXP��������±����

%ULGJH��*���/H�%LOORQ��3��������2LO��&DPEULGJH��8.��3ROLW\�3UHVV�,($��������:RUOG�(QHUJ\�2XWORRN�������
3DULV��,($�2(&'�





,QWHUQDWLRQDO�$VVRFLDWLRQ�IRU�(QHUJ\�(FRQRPLFV� _���

:KDW�LV�%HKLQG�WKH�6WHHS�'HFOLQH�LQ�&UXGH�2LO�3ULFHV��*OXW�
RU�*HRSROLWLFV"����������������������
%\�0DPGRXK�*��6DODPHK

,QWURGXFWLRQ

7KH�FUXGH�RLO�SULFH�KDV�ORVW�����RI�LWV�YDOXH�VLQFH�6HSWHPEHU������DQG�WKHUH�DUH�QR�LQGLFDWLRQV�WKDW�LW�
ZLOO�VWRS�WKHUH�LQ�WKH�DEVHQFH�RI�D�PDMRU�SURGXFWLRQ�FXW�E\�23(&��,W�LV�QRW�LQFRQFHLYDEOH�WKDW�WKH�SULFH�
FRXOG�HYHQ�VOLGH�WR�����D�EDUUHO��
7KH�UHDVRQV�JLYHQ�VR�IDU�IRU�WKH�VWHHS�RLO�SULFH�GHFOLQH�LV�JOXW�LQ�WKH�JOREDO�RLO�PDUNHW�FDXVHG�E\�ULVLQJ�

8�6��VKDOH�RLO�SURGXFWLRQ�DQG�D�VORZGRZQ�LQ�HFRQRPLF�JURZWK�LQ�&KLQD�DQG�WKH�(XURSHDQ�8QLRQ��(8��
UHGXFLQJ�WKH�GHPDQG�IRU�RLO��7KLV�ZDV�H[DFHUEDWHG�E\�23(&¶V�YHU\�ZURQJ�GHFLVLRQ�QRW�WR�FXW�SURGXFWLRQ�
E\�DW�OHDVW���PLOOLRQ�EDUUHOV�D�GD\��PEG��WR�DEVRUE�WKH�JOXW�LQ�WKH�RLO�PDUNHW��+DG�WKH\�FXW�WKHLU�SURGXF�
WLRQ��5XVVLD�DQG�0H[LFR�ZRXOG�KDYH�MRLQHG�WKHP�DQG�FXW�SURGXFWLRQ�E\���������EDUUHOV�D�GD\��E�G��DQG�
��������E�G��UHVSHFWLYHO\��D�WRWDO�RI�����PEG�FDSDEOH�RI�UHPRYLQJ�WKH�JOXW�DQG�VWDELOL]LQJ�WKH�RLO�SULFH��,W�
LV�QRW�WRR�ODWH�IRU�23(&�WR�UHYHUVH�WKHLU�HDUOLHU�GHFLVLRQ�DQG�FXW�SURGXFWLRQ��
6WLOO�D�JOXW�LQ�WKH�JOREDO�RLO�PDUNHW�HVWLPDWHG�DW�����PEG�DQG�VOLJKWO\�VORZHU�HFRQRPLF�JURZWK�LQ�&KLQD�

DQG�WKH�(8�VKRXOG�QRW�KDYH�OHG�WR�VXFK�D�VWHHS�GHFOLQH�LQ�RLO�SULFHV��7KH�JOREDO�HFRQRP\�VXIIHUHG�KDUVKHU�
DQG�PRUH�GLUH�EDQNLQJ�DQG�HFRQRPLF�FULVHV�GXULQJ�WKH�SHULRG�RI�����������DQG�VWLOO�RLO�SULFHV�QHYHU�
GHFOLQHG�DV�VWHHSO\�DQG�IRU�VXFK�D�ORQJ�WLPH���
&LUFXPVWDQWLDO�HYLGHQFH�VXJJHVWV�VRPH�SROLWLFDO�FROOXVLRQ�EHWZHHQ�6DXGL�$UDELD�DQG�WKH�8QLWHG�6WDWHV�

EHKLQG�WKH�VWHHS�GHFOLQH�LQ�WKH�RLO�SULFH��
6DXGL�$UDELD�WRRN�DGYDQWDJH�RI�WKH�ORZ�RLO�SULFHV�WR�LQÀLFW�GDPDJH�RQ�,UDQ¶V�HFRQRP\�DQG�ZHDNHQ�

,UDQ¶V� LQÀXHQFH� LQ� WKH�0LGGOH�(DVW� LQ� LWV�SUR[\�ZDU�ZLWK� ,UDQ�RYHU� LWV�QXFOHDU�SURJUDPPH�ZKLOVW� WKH�
8QLWHG�6WDWHV�LV�WDNLQJ�DGYDQWDJH�RI�WKH�ORZ�RLO�SULFHV�WR�ZHDNHQ�5XVVLD¶V�HFRQRP\�DQG�WLJKWHQ�WKH�VDQF�
WLRQV�DJDLQVW�5XVVLD�RYHU�WKH�8NUDLQH�

6DXGL�8�6��&ROOXVLRQ

+LVWRU\�LV�UHSHDWLQJ�LWVHOI��(DUO\�LQ�WKH�����V��6KHLNK�$KPDG�=DNL�<DPDQL��WKH�YHWHUDQ��IRUPHU�RLO�
PLQLVWHU�RI�6DXGL�$UDELD��VXGGHQO\�DZRNH�WR�6DXGL�$UDELD¶V�QHHG�IRU�PDUNHW�6KDUH��+H�ÀRRGHG�WKH�PDU�
NHW�ZLWK�RLO�FDXVLQJ�WKH�RLO�SULFH�WR�FROODSVH�WR�����EDUUHO��,W�ODWHU�WUDQVSLUHG�WKDW�WKH�6DXGL�QHHG�IRU�D�PDU�
NHW�VKDUH�ZDV�MXVW�D�FRYHU�IRU�D�&,$�6DXGL�FRQVSLUDF\�WR�KDVWHQ�WKH�GHPLVH�RI�WKH�IRUPHU�6RYLHW�8QLRQ��
$QG�QRZ�WKH�6DXGL�RLO�PLQLVWHU�$OL�$O�1DLPL�LV�ZDNLQJ�XS�WR�WKH�VDPH�QHHG��$O�1DLPL�KDV�IROORZHG�

LQ�WKH�H[DFW�IRRWVWHSV�RI�<DPDQL��+H�VXGGHQO\�UHPHPEHUHG�DW�WKH����WK�0HHWLQJ�RI�WKH�&RQIHUHQFH�RI�
23(&�RQ�WKH���WK�RI�1RYHPEHU������WKH�QHHG�IRU�6DXGL�PDUNHW�VKDUH��7KLV�LV�SUREDEO\�D�FRYHU�IRU�D�QHZ�
FROOXVLRQ�EHWZHHQ�WKH�8QLWHG�6WDWHV�DQG�6DXGL�$UDELD�WR�ORZHU�WKH�RLO�SULFHV�LQ�D�QHZ�FRQVSLUDF\�DJDLQVW�
5XVVLD�DQG�,UDQ��:KLOVW�WKH�NH\�SOD\HUV�KDYH�FKDQJHG��WKH�VWUDWHJLF�REMHFWLYHV�KDYH�UHPDLQHG�WKH�VDPH��

,PSDFW�RI�/RZ�2LO�3ULFHV�RQ�WKH�*OREDO�(FRQRP\

7KH�JOREDO�HFRQRP\�FDQ¶W�UHFRQFLOH�LWVHOI�ZLWK�ORZ�RLO�SULFHV�IRU�D�ORQJ�ZKLOH�EHFDXVH�WKH�PDLQ�LQJUH�
GLHQWV�WKDW�PDNH�XS�WKH�JOREDO�HFRQRP\�VXFK�DV�JOREDO�LQYHVWPHQWV��WKH�RLO�LQGXVWU\�DQG�WKH�HFRQRPLHV�
RI�WKH�RLO�SURGXFLQJ�FRXQWULHV��ZLOO�EH�XQGHUPLQHG�
$�FRQWLQXDWLRQ�RI�ORZ�RLO�SULFHV�FRXOG�GDPDJH�WKH�JOREDO�HFRQRP\�LQ�PDQ\�ZD\V��:KLOVW�RLO�FRQVXP�

HUV�DURXQG�WKH�ZRUOG�PD\�HQMR\�IRU�D�VKRUW�ZKLOH�ORZ�FUXGH�RLO�SULFHV��HYHQWXDOO\�JOREDO�FRQVXPSWLRQ�
ZLOO�RYHUWDNH�JOREDO�SURGXFWLRQ�DQG�WKDW�ZLOO�SXVK�RLO�SULFHV�VWHHSO\�XS��$OUHDG\�FUXGH�RLO¶V�SOXQJH�KDV�
IXHOOHG�D�ELJ�MXPS�LQ�8�6��SHWURO�GHPDQG���&XUUHQW�ORZ�RLO�SULFHV�FRXOG�EH�SODQW�
LQJ�WKH�VHHGV�IRU�D�IXWXUH�GDPDJLQJ�RLO�FULVLV�LQ�WKH�QH[W�WZR�WR�WKUHH�\HDUV��
7KH� FKDOOHQJHV� IDFLQJ� WKH� JOREDO� HFRQRP\� LQ� ����� DUH�PDQLIROG��2QH� LP�

SRUWDQW�FKDOOHQJH�LV�D�FXUWDLOPHQW�RI�JOREDO�LQYHVWPHQWV�LQ�PDQ\�VHFWRUV�RI�WKH�
JOREDO�HFRQRP\�SDUWLFXODUO\�WKH�RLO�DQG�HQHUJ\�VHFWRU�
$QRWKHU� LV� D� VXVWDLQHG�GDPDJH� WR� WKH�JOREDO� RLO� LQGXVWU\��7KH� VHYHQ�PDMRU�

RLO�FRPSDQLHV���5R\DO�'XWFK�6KHOO��%3��([[RQ�0RELO��&KHYURQ��7RWDO��(1,�DQG�
6WDWRLO���QHHG�D�SULFH�RI�����������EDUUHO�WR�EDODQFH�WKHLU�ERRNV�
,Q�-DQXDU\�������6FKOXPEHUJHU��+DOOLEXUWRQ�DQG�%DNHU�+XJKHV��WKH�WKUHH�ODUJ�

HVW�LQWHUQDWLRQDO�VHUYLFH�FRPSDQLHV�LQ�WKH�ZRUOG�UHSRUWHG�WKDW�VSHQGLQJ�E\�WKHLU�
FXVWRPHUV�LV�GURSSLQJ�E\��������LQ�1RUWK�$PHULFD�FRPSDUHG�ZLWK��������LQ�

�0DPGRXK� 6DODPHK� LV� DQ� LQWHUQDWLRQDO� RLO�
HFRQRPLVW��D�FRQVXOWDQW�WR�WKH�:RUOG�%DQN�DQG�
D� WHFKQLFDO� H[SHUW� RI� WKH�8QLWHG�1DWLRQV� ,Q�
GXVWULDO�'HYHORSPHQW�2UJDQL]DWLRQ��81,'2��
LQ�9LHQQD��+H�LV�D�PHPEHU�RI�ERWK�WKH�,QWHUQD�
WLRQDO�,QVWLWXWH�IRU�6WUDWHJLF�6WXGLHV�LQ�/RQGRQ�
DQG� WKH� 5R\DO� ,QVWLWXWH� RI� ,QWHUQDWLRQDO�$I�
IDLUV��+H�LV�DOVR�D�YLVLWLQJ�SURIHVVRU�RI�HQHUJ\�
HFRQRPLFV�DW�WKH�(6&3�(XURSH�8QLYHUVLW\�LQ�
/RQGRQ��+H�PD\�EH�UHDFKHG�DW�PJVDODPHK#
EWFRQQHFW�FRP

� 6HH�IRRWQRWHV�DW�HQG�RI�WH[W�
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WKH�UHVW�RI�WKH�ZRUOG��7KH\�DOVR�UHSRUWHG�D�����GURS�LQ�WKH�QXPEHU�RI�ULJV�GULOOLQJ�IRU�VKDOH�RLO�LQ�WKH�8�6��
IURP�2FWREHU������WR�-DQXDU\������
:KLOH�WKH�ZRUOG�ZLGH�VOLGH�LQ�WKH�SULFH�RI�RLO�KDV�IRFXVHG�DWWHQWLRQ�RQ�WKH�8QLWHG�6WDWHV¶�UHODWLYHO\�

QHZ�VKDOH�RLO�¿HOGV���LW�LV�WKH�PDWXUH��KLJK�FRVW�¿HOGV�VXFK�DV�WKRVH�LQ�WKH�1RUWK�6HD�WKDW�VHHP�OLNHO\�WR�
VXIIHU�PRVW��$W�SULFHV�PXFK�EHORZ�����D�EDUUHO��VRPH�RI�WKH�1RUWK�6HD�UHVHUYHV�PLJKW�EH�WRR�H[SHQVLYH�
WR�GHYHORS��
,Q�������WKH�VHYHQ�PDMRUV�SURGXFHG������PEG�RI�RLO�OLTXLGV��RU�������RI�JOREDO�RXWSXW�RI������PEG��

)DVW�IRUZDUG����\HDUV�DQG�WKHLU�VPDOOHU�RXWSXW�RI�����PEG�LV�HTXLYDOHQW�WR�RQO\�������RI�ODUJHU�JOREDO�
SURGXFWLRQ�RI������PEG��2LO�PDMRUV�KDYH�YHU\�OLWWOH�OHYHUDJH�RYHU�DFWXDO�RLO�SULFHV�WRGD\�
7KH�IDVWHU�GRZQWXUQ�LQ�WKH�1RUWK�$PHULFDQ�LQGXVWU\�LV�LQ�SDUW�H[SODLQHG�E\�WKH�KLJKHU�FRVWV�RI�8�6��

DQG�&DQDGLDQ�SURGXFWLRQ�FRPSDUHG�ZLWK�RLO�IURP�WKH�0LGGOH�(DVW��$�EUHDN�HYHQ�SULFH�IRU�8�6��VKDOH�RLO�
SURGXFWLRQ�ZDV�HVWLPDWHG�DW���������SHU�EDUUHO��:KLOH�VRPH�HI¿FLHQW�VKDOH�RLO�GULOOHUV�FRXOG�OLYH�ZLWK�DQ�
RLO�SULFH�RI��������D�EDUUHO��PDQ\�RI�WKHP�DUH�IUDFNLQJ�WKHPVHOYHV�WR�EDQNUXSWF\�

,PSDFW�RQ�WKH�$UDE�*XOI�2LO�3URGXFHUV

0\�FDOFXODWLRQV�VKRZ�WKDW�WKH�$UDE�*XOI�RLO�SURGXFHUV�HDUQHG�DQ�HVWLPDWHG������EQ�LQ�������GRZQ�
����RQ������HDUQLQJV��7KH\�DUH�SURMHFWHG�WR�HDUQ������EQ�LQ������EDVHG�RQ�DQ�DYHUDJH�RLO�SULFH�RI�����
EDUUHO�WKURXJKRXW�������VHH�7DEOH����

,I�RLO�SULFHV�FRQWLQXH�DW�����EDUUHO�IRU�D�\HDU��6DXGL�$UDELD�DORQH�
ZLOO�ORVH�DQ�HVWLPDWHG������EQ��
6DXGL�$UDELD�LV�IRUHFDVW�WR�UHGXFH�VWDWH�H[SHQGLWXUH�WR������EQ�WKLV�

\HDU��GRZQ����RQ�������D�FOHDU�VLJQ�RI�WKH�LPSDFW�WKH�VOXPS�LQ�FUXGH�
SULFHV�LV�KDYLQJ�RQ�LWV�¿QDQFHV��,W�ZLOO�HQG�XS�ZLWK�D�����EQ�GH¿FLW�
DPRXQWLQJ�WR����RI�6DXGL�*'3��$V�D�UHVXOW��6DXGL�$UDELD¶V�QRQ�RLO�
HFRQRP\�ZRXOG�FRQWUDFW�E\����WKLV�\HDU��
:HDNHQHG�RLO�SULFHV�KDYH�UHVXOWHG�LQ�WKH�UDWLQJ�DJHQF\�6WDQGDUG�

	�3RRU��6	3��GRZQJUDGLQJ�LWV�RXWORRN�IRU�6DXGL�$UDELD��³:H�YLHZ�
6DXGL�$UDELD¶V�HFRQRP\�DV�XQGLYHUVL¿HG�DQG�YXOQHUDEOH�WR�D�VKDUS�
DQG�VXVWDLQHG�GHFOLQH�LQ�RLO�SULFH�´�6	3�VDLG��6DXGL�$UDELD¶V�SHWUR�
OHXP�VHFWRU�DFFRXQWV�IRU�����RI�LWV�*'3�
$QG�QRZ�6DXGL�$UDPFR��WKH�ODUJHVW�RLO�SURGXFHU�LQ�WKH�ZRUOG��KDV�

EHHQ�DGYLVHG�E\� WKH�6DXGL�JRYHUQPHQW� WR�VODVK� LWV� IXWXUH�VSHQGLQJ�
RQ�SURGXFWLRQ�DQG�H[SORUDWLRQ�E\�DV�PXFK�DV�����IURP�����EQ� WR�
����EQ���

+RZHYHU��$UDPFR�LVQ¶W�WKH�RQO\�ELJ�VWDWH�RZQHG�RLO�FRPSDQ\�VHHNLQJ�WR�FXW�FRVWV��6XKDLO�ELQ�0R�
KDPPHG�DO�0D]URXL��WKH�8$(�RLO�PLQLVWHU��VDLG�LQ�-DQXDU\�WKDW�KLV�FRXQWU\��DORQJ�ZLWK�RWKHU�SURGXFHUV��
ZRXOG�VTXHH]H�RLO�FRQWUDFWRUV¶�FRVWV�WR�DGDSW�WR�ORZHU�RLO�SULFHV��³:H�ZLOO�QHHG�WKH�VHUYLFH�FRPSDQLHV�
DQG�FRQWUDFWRUV�WR�XQGHUVWDQG�WKH�F\FOH�RI�WKH�RLO�PDUNHW�´�KH�VDLG�DW�DQ�HQHUJ\�HYHQW�LQ�'XEDL�
6RPH�23(&�FRXQWULHV�QHHG�YHU\�KLJK�SULFHV�WR�³EUHDN�HYHQ´�LQ�WKHLU�EXGJHWV�DQG�SD\�IRU�DOO�WKH�JRY�

HUQPHQW�VSHQGLQJ�WKH\�KDYH�UDFNHG�XS�LQ�UHFHQW�\HDUV��,UDQ�IRU�LQVWDQFH��QHHGV�SULFHV�DW�DURXQG������D�
EDUUHO�ZKLOH�6DXGL�$UDELD�QHHGV�DQ�RLO�SULFH�RI�86�����EDUUHO�LQ������WR�¿VFDOO\�EUHDN�HYHQ��XS�IURP�
����D�EDUUHO�LQ������DFFRUGLQJ�WR�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)���VHH�)LJXUH����
������������������������������������������������������������������������������7KH�$UDE�*XOI�RLO�SURGXFHUV�ZLOO�DOZD\V�EH�YXOQHUDEOH�

WR�GHFOLQHV�LQ�WKH�RLO�SULFH�DV�ORQJ�DV�WKH\�FRQWLQXH�WR�EH�GH�
SHQGHQW�RQ�RLO�H[SRUW�UHYHQXHV�WR�WKH�WXQH�RI�����������7KLV�
LV� EHFDXVH� WKH\� KDYH� QRW� GLYHUVL¿HG� WKHLU� HFRQRPLHV� VLQFH�
WKH�GLVFRYHU\�RI�RLO�LQ�WKHLU�WHUULWRULHV�LQ�WKH�HDUO\�WZHQWLHWK�
FHQWXU\�
,Q�DGGLWLRQ�WR�WKHLU�YXOQHUDELOLW\�WR�WKH�YRODWLOLW\�RI�WKH�RLO�

SULFH�� WKH� JUHDWHVW� WKUHDW� WR� WKHLU� RLO�GHSHQGHQW� HFRQRPLHV�
FRPHV�IURP�WKH�VWHHSO\�ULVLQJ�GRPHVWLF�RLO�FRQVXPSWLRQ�IRU�
SRZHU� JHQHUDWLRQ� DQG�ZDWHU� GHVDOLQDWLRQ� DQG� D� ODFN� RI� GL�
YHUVL¿FDWLRQ��$�SUHFXUVRU�RI�WKLV�FRQVXPSWLRQ�LV�WKH�ZDVWHIXO�
VXEVLGLHV��
7KLV�PHDQV�WKDW�WKH�*&&�FRXQWULHV�ZLOO�KDYH�WR�FXW�WKHLU�

GRPHVWLF�RLO�FRQVXPSWLRQ�GUDVWLFDOO\�RU�UHSODFH�RLO�E\�QXFOH�
DU�SRZHU�DQG�VRODU�HQHUJ\�LQ�HOHFWULFLW\�JHQHUDWLRQ�DQG�ZDWHU�

������������������������������������������������������86��EQ�
�����&RXQWU\� ����� ����� ����

,UDQ� ����� ���� ������
.XZDLW� ��� ��� ��
6DXGL�$UDELD� ���� ���� ���
8$(� ��� ��� ��
2PDQ� ��� ��� ��
7RWDO� ����� ���� ���

6RXUFH�� 8�6�� (QHUJ\� ,QIRUPDWLRQ�$GPLQLVWUDWLRQ¶V� �(,$�� �����
6KRUW�WHUP� (QHUJ\� 2XWORRN� �67(2�� ��$XWKRU¶V� SURMHFWLRQV� IRU�
HDUQLQJV�LQ������	������
%DVHG�RQ�DQ�DYHUDJH�SULFH�RI�RLO�RI�����EDUUHO�LQ�WKH�VHFRQG�KDOI�
RI������	������

7DEOH����1HW�2LO�([SRUW�5HYHQXHV�RI�WKH�$UDE�*XOI�
2LO�3URGXFHUV

6RXUFH�� 23(&� ³%UHDN�HYHQ´� 3ULFHV� �0DWWKHZ� +XOEHUW�(XURSHDQ� (Q�
HUJ\�5HYLHZ��

)LJXUH����23(&�0HGLDQ�%XGJHWDU\�%UHDNHYHQ�3ULFH



,QWHUQDWLRQDO�$VVRFLDWLRQ�IRU�(QHUJ\�(FRQRPLFV� _���

GHVDOLQDWLRQ��)DLOLQJ�WR�GR�HLWKHU�ZRXOG�UHVXOW�
LQ�WKHLU�UHOHJDWLRQ�WR�PLQRU�FUXGH�RLO�H[SRUWHUV�
E\������RU�FHDVLQJ�WR�UHPDLQ�RLO�H[SRUWHUV�DOWR�
JHWKHU�E\�������VHH�7DEOH����

,PSDFW�RQ�,UDQ¶V�(FRQRP\

7KH� LQWHUQDWLRQDO� VDQFWLRQV� DJDLQVW� ,UDQ�
DQG� WKH� VWHHS� GHFOLQH� LQ� WKH� RLO� SULFH� KDYH��
DGYHUVHO\� DIIHFWHG� WKH�YDOXH�RI� LWV� FXUUHQF\�
DQG�UHGXFHG�LWV�RLO�H[SRUWV�IURP������PEG�LQ�
�����WR���PEG�LQ�������6HH�7DEOH�����
+RZHYHU��EHIRUH�WKH�UHFHQW�IDOO� LQ� WKH�RLO�

SULFH�� ,UDQ�ZDV� VHOOLQJ� LWV� FUXGH� DW� DQ� DYHU�
DJH�SULFH�RI�����������EDUUHO��$W�����EDUUHO��
WKH�JRYHUQPHQW�ZLOO�IDFH�D�VKRUWIDOO�RI�DERXW�
�������� EQ� FRPSDUHG� WR� RULJLQDO� SODQ�� RU�
���������RI�WRWDO�SODQQHG�JRYHUQPHQW�UHY�
HQXH�
,UDQLDQ� 3UHVLGHQW� +DVVDQ� 5RXKDQL� ZDV�

TXRWHG� E\� 5HXWHUV� RQ� -DQXDU\� ���� ����� DV�
VD\LQJ� WKDW� FRXQWULHV� EHKLQG� WKH� IDOO� LQ� WKH�
JOREDO�RLO�SULFHV�ZRXOG�UHJUHW� WKHLU�GHFLVLRQ�
DQG� ZDUQHG� WKDW� 6DXGL�$UDELD� DQG� .XZDLW�
ZRXOG� VXIIHU� DORQJVLGH� ,UDQ� IURP� WKH� SULFH�
GURS��+H�DGGHG�WKDW�³,I�,UDQ�VXIIHUV�IURP�WKH�
GURS�LQ�RLO�SULFHV��RWKHU�RLO�SURGXFLQJ�FRXQ�
WULHV� VXFK� DV� 6DXGL�$UDELD� DQG�.XZDLW�ZLOO�
VXIIHU�PRUH�WKDQ�,UDQ��,Q������RLO�DFFRXQWHG�
IRU� URXJKO\� ���� RI� 6DXGL�$UDELD¶V� RYHUDOO�
EXGJHW�LQFRPH�DQG�����RI�.XZDLW¶V�DFFRUG�
LQJ�WR�5HXWHU¶V�FDOFXODWLRQV�EDVHG�RQ�RI¿FLDO�
GDWD��2Q�WKH�RWKHU�KDQG��RQO\�D�WKLUG�RI�,UDQ¶V�EXGJHW�LV�EDVHG�RQ�RLO�VDOHV��ZLWK�DQ�HVWLPDWHG�����RI�WKH�
FRXQWU\¶V�H[SRUWV�WLHG�WR�RLO´�

,PSDFW�RI�6DQFWLRQV�	�'HFOLQLQJ�2LO�3ULFHV�RQ�5XVVLD

6DQFWLRQV�ZHUH�LPSRVHG�RQ�5XVVLD�LQ�WKH�DIWHUPDWK�RI�LWV�LQWUXVLRQ�LQWR�WKH�8NUDLQH�LQ�)HEUXDU\������
DQG�WKH�HQVXLQJ�DQQH[DWLRQ�RI�WKH�&ULPHD��
,Q������PRUH�WKDQ�����RI�WKH�QDWLRQDO�EXGJHW�ZDV�IXQGHG�E\�

JDV�DQG�RLO�UHYHQXHV�HVWLPDWHG�DW������EQ��
7KH�FRPELQDWLRQ�RI� VDQFWLRQV�DQG� IDOOLQJ�RLO�SULFH�KDV�DG�

YHUVHO\�DIIHFWHG� WKH�5XVVLDQ�HFRQRP\�E\�VHQGLQJ� LW� WR� UHFHV�
VLRQ�DQG�FDXVLQJ�WKH�5XVVLDQ�FXUUHQF\�WR�ORVH�����RI�LWV�YDOXH�
DJDLQVW�WKH�GROODU��
5XVVLDQ�LQWHUQDWLRQDO�UHVHUYHV�DOVR�GHFUHDVHG�IURP������EQ�

WR������EQ�GXULQJ�������0RUHRYHU��WKH�FRPELQHG�HIIHFW�RI�VDQF�
WLRQV�DQG�ORZ�RLO�SULFHV�KDV�UHVXOWHG�LQ�GRZQVLGH�SUHVVXUH�RQ�
5XVVLD¶V�*'3��*'3�JURZWK�VORZHG�GRZQ�WR�RQO\������LQ�WKH�
WKLUG�TXDUWHU�RI�������VHH�)LJXUH�����%DVHG�RQ�DQ�DYHUDJH�RLO�
SULFH�RI�����EDUUHO�LQ�������WKH�:RUOG�%DQN�IRUHFDVWV�UHDO�*'3�FRQWUDFWLRQ�E\������IRU�5XVVLD���
:KLOH�WKH�LQWHUQDWLRQDO�VDQFWLRQV�DJDLQVW�5XVVLD�KDYH�KDG�VR�IDU�OLWWOH�HIIHFW�RQ�WKH�5XVVLDQ�HFRQRP\��

LW�LV�WKH�GHFOLQLQJ�RLO�SULFHV�WKDW�KDYH�KDG�WKH�ELJJHVW�LPSDFW��6WLOO��5XVVLD�ZLOO�EH�DEOH�WR�ZLWKVWDQG�WKH�
RQVODXJKW�RI�VDQFWLRQV��GHFOLQLQJ�RLO�SULFHV�DQG�FXUUHQF\�GHSUHFLDWLRQ�E\�LQFUHDVLQJ�LWV�RLO�H[SRUWV�DQG�E\�
KDYLQJ�D�WUXPS�FDUG�LQ�&KLQD¶V�HQHUJ\�QHHGV�DQG�¿QDQFLDO�VXSSRUW�

,PSDFW�RQ�WKH�8�6��6KDOH�2LO�3URGXFWLRQ

7KH�VXUJH�LQ�8�6��VKDOH�RLO�SURGXFWLRQ�RYHU�WKH�SDVW�¿YH�\HDUV�KDV�EHHQ�WUXO\�SKHQRPHQDO��EXW�WKH�QR�
WLRQ�WKDW�LW�ZDV�XVKHULQJ�LQ�D�QHZ�DJH�RI�JOREDO�RLO�DEXQGDQFH�LV�ORRNLQJ�PRUH�H[DJJHUDWHG�E\�WKH�GD\�

�
����������������������������������������������������PEG�
<HDU�����������������3URGXFWLRQ������������&RQVXPSWLRQ��������������1HW�([SRUWV���
� � � � � � ��,PSRUWV
������������������������������������������������������������������������������������������������
������������������������������������������������������������������������������������������������
������������������������������������������������������������������������������������������������
������������������������������������������������������������������������������������������������
������������������������������������������������������������������������������������������������
������������������������������������������������������������������������������������������������
������������������������������������������������������������������������������������������������
������������������������������������������������������������������������������������������������
������������������������������������������������������������������������������������������������
������������������������������������������������������������������������������������������������
�������������������������������������������������������������������������������������������������
����6RXUFHV��86�(QHUJ\�,QIRUPDWLRQ�$GPLQLVWUDWLRQ��(,$���2LO�2XWORRN��������23(&
����������������$QQXDO�6WDWLVWLFDO�%XOOHWLQ��������%3�6WDWLVWLFDO�5HYLHZ�RI�:RUOG�(QHUJ\�
����������������-XQH��������$XWKRU¶V�SURMHFWLRQV�

7DEOH����&RPELQHG�&XUUHQW�	�3URMHFWHG�3URGXFWLRQ��&RQVXPSWLRQ�	
�����([SRUW�RI�&UXGH�2LO�([SRUWV�LQ�WKH�$UDELDQ�*XOI�&RXQWULHV�����������

� � � ��������������PEG�
�� �����������������������������������������������������������������������
3URGXFWLRQ����������������� �������������������������������������������������������������������������������

&RQVXPSWLRQ� ��������������������������������������������������������������������

1HW�H[SRUWV�,PSRUWV���� ��������������������������������������������������������������������
6RXUFHV��,($¶V�:RUOG�(QHUJ\�2XWORRN��������%3�6WDWLVWLFDO�5HYLHZ�RI�:RUOG�(QHUJ\�
���������������-XQH�������23(&�$QQXDO�6WDWLVWLFDO�%XOOHWLQ��������$XWKRU¶V�(VWLPDWHV�

7DEOH����,UDQ¶V�&XUUHQW�	�3URMHFWHG�&UXGH�2LO�3URGXFWLRQ��
&RQVXPSWLRQ��([SRUWV�	�6XVWDLQDEOH�&DSDFLW\�������������

6RXUFH��ZZZ�WUDGLQJHFRQRPLFV�FRP��)HGHUDO�6WDWH�6WDWLVWLFV�6HUYLFH
)LJXUH����5XVVLD�*'3�$QQXDO�*URZWK�5DWH��SHUFHQW�
FKDQJH�LQ�*URVV�'RPHVWLF�3URGFW�



���_�� 6HFRQG�4XDUWHU�����

2QH�QHHG�RQO\�ORRN�DW�WKH�WUHQG�LQ�WKH�QXPEHU�RI�ULJV�GULOOLQJ�IRU�RLO�LQ�WKH�8�6��WR�VHH�WKDW�WKH�VKDOH�
RLO�LQGXVWU\�LV�QRZ�LQ�VHYHUH�FULVLV��7KH�8�6��ULJ�FRXQW�LV�QRZ�GRZQ�E\�����XQLWV�������VLQFH�2FWREHU��
DQG�LV�DW�LWV�ORZHVW�OHYHO�VLQFH�'HFHPEHU��������
7KH� LPSOLFDWLRQV�RI�VKDOH�RLO¶V� WUHDGPLOO�G\QDPLFV�KDYH�XQWLO�QRZ�EHHQ� ODUJHO\�RYHUORRNHG�E\� WKH�

PDUNHW��7KH�GHFOLQLQJ�RLO�SULFHV�KDYH�SURPSWHG�WKH�VKDUS�GURS�LQ�WKH�8�6��ULJ�FRXQW��+RZHYHU��RQFH�WKH�
LPSDFW�RI�D�GUDPDWLFDOO\�ORZHU�ULJ�FRXQW�VWDUWV�IHHGLQJ�WKURXJK�LQWR�VKDOH�RLO�VXSSO\�IURP�WKH�PLGGOH�RI�
WKH�\HDU��SULFHV�VKRXOG�VWDUW�WR�UDOO\�RQ�D�PRUH�VXVWDLQHG�EDVLV��ZLWK�%UHQW�OLNHO\�WR�EH�EDFN�DW�����D�EDU�
UHO�E\�\HDU�HQG��7KH�VKDOH�PRGHO�VLPSO\�GRHV�QRW�ZRUN�ZLWKRXW�KLJK�SULFHV��DQG�WKH�PDUNHW�LV�VWDUWLQJ�
WR�XQGHUVWDQG�WKDW�
,Q�D�ZD\��RLO�FRPSDQLHV�LQ�WKH�8�6��DUH�SHUSHWXDWLQJ�WKH�FUDVK�E\�FRQWLQXLQJ�WR�GULOO�DQG�SXVK�XS�8�6��

VKDOH�RLO�SURGXFWLRQ�WR�LWV�IDVWHVW�SDFH�HYHU��5DWKHU�WKDQ�SXOOLQJ�EDFN�LQ�KRSHV�RI�VORZLQJ�WKH�DPRXQW�RI�
VXSSO\�RQ�WKH�PDUNHW�WR�WU\�DQG�ERRVW�SULFHV��GULOOHUV�DUH�LQVWHDG�RSHUDWLQJ�DW�IXOO�WLOW�DQG�SXPSLQJ�RLO�DV�
IDVW�DV�WKH\�FDQ��6R�ZLOO�8�6��VKDOH�RLO�SURGXFHUV�IUDFN�WKHLU�ZD\�LQWR�EDQNUXSWF\"�7KDW¶V�D�UHDO�SRVVLELO�
LW\�QRZ���
+RZHYHU�� WKH� ELJJHVW� REVWDFOHV� WR� DQ� H[SDQVLRQ� RI�86� VKDOH� RLO� SURGXFWLRQ�ZRXOG� EH� D� EDFNODVK�

DJDLQVW�LWV�DGYHUVH�LPSDFW�RQ�WKH�HQYLURQPHQW�DQG�ULVLQJ�FRVWV�RI�SURGXFWLRQ�UHVXOWLQJ�IURP�WKH�VWHHS�¿UVW�
\HDU�GHFOLQH�UDWH�RI���������IRU�QHZ�ZHOOV��:LWKRXW�KLJKHU�SULFHV�H[FHHGLQJ�����EDUUHO��QR�RQH�ZRXOG�
EH�FKDVLQJ�VKDOH�RLO��

&DQ�23(&�'LVUXSW�8�6��6KDOH�2LO�3URGXFWLRQ�6XUJH"

23(&¶V�DELOLW\� WR�SXVK�SULFHV� ORZHU� WR�GLVUXSW�QHZ�HPHUJLQJ�VRXUFHV�RI� VXSSO\� LV�FRQVWUDLQHG�E\�
PHPEHUV¶�KLJKHU�¿VFDO�EUHDN�HYHQV��D�UHVXOW�RI�WKH�VRFLDO�WXUPRLO�XQOHDVKHG�E\�WKH�$UDE�6SULQJ��
23(&�PHPEHUV�QHHG�SULFHV�DW�OHDVW�DV�KLJK�LI�QRW�HYHQ�KLJKHU�WR�WKH�RQHV�WKDW�VKDOH�GULOOHUV�QHHG�WR�

VXVWDLQ�WKHLU�EXVLQHVVHV��6DXGL�$UDELD�QHHGV�RLO�SULFHV�DERYH������EDUUHO�WR�VXVWDLQ�WKH�H[WUD�VSHQGLQJ��
2WKHU�$UDE�*XOI�SURGXFHUV�DUH�LQ�D�VLPLODU�VLWXDWLRQ��2Q�WKH�RWKHU�KDQG��8�6��VKDOH�GHYHORSPHQWV�QHHG�
SULFHV�RI���������EDUUHO�WR�EUHDN�HYHQ��DFFRUGLQJ�WR�LQGXVWU\�HVWLPDWHV��7KH�VKDOH�ERRP��WKXV��LV�QRW�LQ�
GDQJHU�RI�DQ�23(&�DWWDFN�

&RQFOXVLRQV

$�FRQWLQXDWLRQ�RI�ORZ�RLO�SULFHV�FRXOG�GDPDJH�WKH�JOREDO�HFRQRP\��LQÀLFW�VXVWDLQHG�GDPDJH�RQ�WKH�
JOREDO�RLO�LQGXVWU\�DQG�WKH�HFRQRPLHV�RI�WKH�RLO�SURGXFLQJ�FRXQWULHV�LQ�WKH�ZRUOG��
0RUHRYHU��GHFOLQLQJ�RLO�SULFHV�FRXOG�EH�SODQWLQJ�WKH�VHHGV�IRU�D�IXWXUH�VHYHUH�RLO�FULVLV�LQ�WZR�WR�WKUHH�

\HDUV�
7KH�JOREDO�HFRQRP\�FDQ¶W�UHFRQFLOH�LWVHOI�ZLWK�ORZ�RLO�SULFHV�IRU�D�ORQJ�ZKLOH��7KDW�LV�ZK\�,�DP�FRQ�

YLQFHG�WKDW�RLO�SULFHV�ZLOO�VWDUW�WR�UHERXQG�VRRQ��0\�SURMHFWLRQ�LV�WKDW�WKH�RLO�SULFHV�ZLOO�VWDUW�WR�UHFRYHU�
E\�WKH�VHFRQG�KDOI�RI������SUREDEO\�UHDFKLQJ�����EDUUHO�DQG�UHFRXSLQJ�PRVW�RI�WKHLU�HDUOLHU�ORVVHV��

)RRWQRWHV
��6H\HG�*KRODP+RVHLQ�+DVVDQWDVK��³1DLPL�LQ�<DPDQL¶V�$WWLUH��$UH�$XWKRULWLHV�LQ�5L\DGK�:LWOHVV�RU�/\LQJ"�

+LVWRU\�LV�%HLQJ�5HSHDWHG´��,$((�(QHUJ\�)RUXP���VW�4XDUWHU�RI������S����
��,ELG���
��(G�&URRNV�	�*UHJRU\�0D\HU�� ³&UXGH¶V�3OXQJH�)XHOV� -XPS� LQ�8�6��3HWURO�'HPDQG´��)LQDQFLDO�7LPHV�����

-DQXDU\��������S�����
��6HOLQD�:LOOLDPV�	�-XVWLQ�6FKHFN��³1RUWK�6HD�5HJLRQ�,V�+RW�DV�2LO¶V�7XPEOH�3HUVLVWV´��:DOO�6WUHHW�-RXUQDO��

-DQXDU\��������������S���
��)LQDQFLDO�7LPHV�����-DQXDU\��������S����
��6XPPHU�6DLG�	�%HQRLW�)DXFRQ��³2LO�'URS�3DLQ�6SUHDGV�WR�6DXGL�$UDELD¶V�%HKHPRWK´��:DOO�6WUHHW��)HEUXDU\�

���������
��0DPGRXK�*�6DODPHK��³,PSDFW�RI�8�6��6KDOH�2LO�5HYROXWLRQ�RQ�WKH�*OREDO�2LO�0DUNHW��WKH�3ULFH�RI�2LO�	�

3HDN�2LO´��D�SDSHU�JLYHQ�DW�D�6\PSRVLXP�RI�3HDN�2LO������$SULO��������'RKD��4DWDU�
�0DPGRXK�*�6DODPHK��³7XUQLQJ�WKH�*D]H�WRZDUGV�$VLD��5XVVLD¶V�*UDQG�6WUDWHJ\�WR�1HXWUDOL]H�:HVWHUQ�6DQF�

WLRQV´��$�86$((�:RUNLQJ�3DSHU�1R����������SRVWHG�RQ����-XO\��������
��(OYLQ�0LU]D\HY��³6DQFWLRQV�	�LO�3ULFHV�%ULQJ�WKH�5XVVLDQ�(FRQRP\�1HDU��&ROODSVH³����-DQXDU\�������DF�

FHVVHG�RQ���)HEUXDU\������DW�ZZZ�LQYHVWRSHGLD�FRP�
���6HOLQD�:LOOLDPV�	�-XVWLQ�6FKHFN��³1RUWK�6HD�5HJLRQ�,V�+RW�DV�2LO¶V�7XPEOH�3HUVLVWV´�S���



,QWHUQDWLRQDO�$VVRFLDWLRQ�IRU�(QHUJ\�(FRQRPLFV� _���

7KH�*HRSROLWLFV�RI�2LO�DQG�*DV
%\�)UHG�%��2OD\HOH
7KH�LPSRUWDQFH�RI�HQHUJ\�DV�D�PDMRU�GULYHU�RI�HFRQRPLF�DFWLYLW\��DQG�E\�LPSOLFDWLRQ�D�EDVLF�GHQRPL�

QDWRU�RI�JURZWK��LV�ZHOO�H[SODLQHG�E\�KLVWRU\�±�HVSHFLDOO\�ZLWK�UHJDUGV�WR�KRZ�WKH�ZRUOG¶V�HQHUJ\�XVH�
SDWWHUQ�KDV�HYROYHG�RYHU�WKH�\HDUV��&KDQJHV�LQ�RLO�SULFHV�DQG�DYDLODELOLW\�FRQWLQXH�WR�DIIHFW�HFRQRPLF�
JURZWK�SURVSHFWV��LQWHUQDWLRQDO�VHFXULW\�DQG�SROLWLFDO�VWDELOLW\�RI�FRQVXPLQJ�FRXQWULHV��7R�D�ODUJH�H[WHQW��
PDQ\�FRQWHPSRUDU\�UHJLRQDO�HQHUJ\�GULYHQ�FRQWHQWLRQV�±�DPRQJ�SURGXFLQJ��WUDQVLW�DQG�PDUNHW�VWDWHV�±�
GHWHUPLQH�WKH�ZRUOG¶V�HQHUJ\�VHFXULW\�DUFKLWHFWXUH��:KLOH�PDQ\�LQGXVWULDOL]HG�HFRQRPLHV�DUH�ZRUNLQJ�
DJJUHVVLYHO\�WR�GHYHORS�DOWHUQDWLYH�QRQ�RLO�EDVHG�HQHUJ\�VRXUFHV��WKHLU�HPHUJLQJ�FRXQWHUSDUWV�FRQWLQXH�
WR�UHO\�RQ�UHODWLYHO\�FKHDSHU�K\GURFDUERQ�EDVHG�HQHUJ\�VRXUFHV�WR�LQFUHDVH�WKHLU�SURGXFWLYH�FDSDFLWLHV��
DW�OHDVW�IRU�WKH�IRUHVHHDEOH�IXWXUH�
$FFRUGLQJ�WR�WKH�,QWHUQDWLRQDO�(QHUJ\�$JHQF\��,($���JOREDO�GHPDQG�IRU�HQHUJ\�LV�H[SHFWHG�WR�ULVH�

E\�RQH�WKLUG�E\������DV�HFRQRPLHV� LQ�ERWK�GHYHORSHG�DQG�HPHUJLQJ�FRXQWULHV�FRQWLQXH� WR�JURZ�DQG�
VWDQGDUGV�RI�OLYLQJ�LPSURYH��,Q�WKH�SDVW�±�DQG�SHUKDSV�IRU�\HDUV�WR�FRPH�±�WKH�JOREDO�HQHUJ\�VHFXULW\�DU�
FKLWHFWXUH�KDV�EHHQ�JHDUHG�WR�WKH�QHHGV�RI�WKH�:HVWHUQ�PDUNHW��+RZHYHU��ZLWK�UHFHQW�SRSXODWLRQ�IRUHFDVWV�
VKRZLQJ�$VLD�DV�D�FHQWUH�WKDW�ZLOO�KRVW�QHDUO\�KDOI�RI�WKH�ZRUOG
V�XUEDQ�SRSXODWLRQ��ZLWK�D�FRQFRPLWWDO�
LQFUHDVH�LQ�RLO�FRQVXPSWLRQ��WKH�JUDGXDO�VKLIW�RI�JOREDO�HQHUJ\�WUDGH�WR�WKLV�UHJLRQ�ZLOO�KDYH�PDQ\�JHR�
VWUDWHJLF�LPSOLFDWLRQV��

(QHUJ\�3ULFHV

0DQ\�IDFWRUV�H[SODLQ�����¶V�JOREDO�VOLGH�LQ�RLO�SULFHV��FKLHI�DPRQJ�ZKLFK�DUH�LQFUHDVHG�$PHULFDQ�DQG�
&DQDGLDQ�SURGXFWLRQ�� LQFUHDVHG�HQHUJ\�HI¿FLHQF\��HFRQRPLF�VWDJQDWLRQ� LQ�(XURSH��VORZLQJ�HFRQRPLF�
JURZWK�LQ�&KLQD�DQG�6DXGL�$UDELD¶V�UHIXVDO�WR�KHOS�VWDELOL]H�SULFH�E\�FXWWLQJ�SURGXFWLRQ��$PRQJ�RWKHU�
WKLQJV��PDQ\� LQ� WKH�¿HOG�RI�HQHUJ\�HFRQRPLFV�DJUHH�RQ�RQH� WKLQJ�� WKDW�HQHUJ\�SULFHV�DUH�GHWHUPLQHG�
E\�D�FRPSOH[�LQWHUSOD\�RI�HFRQRPLFV��JHRSROLWLFV�DQG�WHFKQRORJLFDO�FKDQJHV��1RW�RQO\�WKDW��WKHUH�LV�D�
FRQVHQVXV�WKDW�JOREDO�RLO�DQG�JDV�SULFHV�DUH�DQ�LPSRUWDQW�HFRQRPLF�LQGLFDWRU�IRU�¿UPV�DQG�KRXVHKROGV��
VLQFH�WKH\�DIIHFW�LQÀDWLRQ��SXUFKDVLQJ�SRZHU��DQG�LQGXVWU\¶V�SURGXFWLRQ�FRVWV��6LQFH�LW�UHDFKHG�LWV�SHDN�
LQ�PLG�-XQH�WKLV�\HDU��WKH�SULFH�RI�RLO�KDV�GHFOLQHG�E\����SHUFHQW��7KLV�SOXQJHG�IXUWKHU�ODVW�ZHHN�DIWHU�WKH�
2UJDQL]DWLRQ�RI�WKH�3HWUROHXP�([SRUWLQJ�&RXQWULHV��23(&��UHVROYHG�WR�FRQWLQXH�WR�SURGXFH�DW�WKH�VDPH�
UDWH��LQ�DQ�HIIRUW�WR�VTXHH]H�RXW�VRPH�RI�WKH�PDUJLQDO�SURGXFHUV�LQ�WKH�IDVW�JURZLQJ�8�6��RLO�LQGXVWU\��
*LYHQ�WKH�ZHDN�VWDWH�RI�WKH�JOREDO�HFRQRP\�DQG�LQFUHDVHG�GRPHVWLF�HQHUJ\�VXSSOLHV�LQ�WKH�8�6���WXP�
EOLQJ�RLO�SULFHV�FRQWLQXH�WR�GUDLQ�KXQGUHGV�RI�ELOOLRQV�RI�GROODUV�IURP�SHWUROHXP�SURGXFHUV��H[SRUWHUV�DQG�
RLO�FRPSDQLHV��2Q�WKH�RWKHU�KDQG��ORZHU�SULFHV�SOD\�WR�WKH�DGYDQWDJH�RI�PDQ\�(XURSHDQ�FRXQWULHV��WKH�
8�6��DQG�-DSDQ�E\�VKLIWLQJ�KXQGUHGV�RI�ELOOLRQV�RI�GROODUV�LQWR�VWLPXODWLQJ�WKHLU�HFRQRPLHV�DV�KRXVHKROG�
GHPDQG�FRQWLQXHV�WR�SLFN�XS���
)DOOLQJ�RLO�SULFHV�FRQWLQXH�WR�SXVK�GRZQ�DOUHDG\�ORZ�LQÀDWLRQ�UDWHV�� WKHUHE\�GHOD\LQJ�WKH�QHHG�IRU�

PRQHWDU\�DXWKRULWLHV�LQ�PDQ\�FRXQWULHV�WR�UDLVH�LQWHUHVW�UDWHV�HYHQ�DV�JURZWK�SLFNV�XS�GXH�WR�ULVLQJ�KRXVH�
KROG� VSHQGLQJ�RQ�QRQ�HQHUJ\�SURGXFWV��:KLOH� WKLV�SUHVHQWV� DQ�RSSRUWXQLW\�� WKHUH�GH¿QLWHO\� DUH� VRPH�
RIIVHWWLQJ�QHJDWLYHV��7KH�,($�VDLG�UHFHQWO\�WKDW�DERXW������ELOOLRQ�SHU�\HDU�LQ�LQYHVWPHQW�ZLOO�EH�UHTXLUHG�
LQ� WKH�XSVWUHDP�VHFWRU� WR�PHHW�HQHUJ\�GHPDQG�EHWZHHQ�QRZ�DQG������� ,QWHUYLHZV�DQG�VXUYH\V� IURP�
PDQ\�RLO�DQG�JDV�KHDGTXDUWHUV�DURXQG�WKH�ZRUOG�VKRZ�FOHDUO\�WKDW�WKH�FXUUHQW�HQYLURQPHQW�LV�XQOLNHO\�WR�
HQFRXUDJH�WKDW�OHYHO�RI�FDSLWDO�LQYHVWPHQW��JLYHQ�WKH�RLO�ZHDOWK�WUDQVIHU�WR�FRQVXPHUV�IURP�FXUUHQW�ORZ�
SULFHV��,W�GRHVQ¶W�VWRS�WKHUH��$�ORZHU�WKDQ�H[SHFWHG�OHYHO�RI�LQYHVWPHQW�KDV�IDU�UHDFKLQJ�HFRQRPLF�LPSOL�
FDWLRQV��LQFOXGLQJ�WKH�OLNHOLKRRG�RI�D�JOREDO�HFRQRPLF�VORZGRZQ�IXUWKHU�GRZQ�WKH�URDG�ZKHQ�JOREDO�RLO�
SULFHV�PD\�UHERXQG�WR�\HW�KLJKHU�OHYHOV�WKDQ�HDUOLHU�WKLV�\HDU�LQ�RUGHU�WR�LQFHQW�RLO�LQYHVWPHQWV��$JDLQ��
XQGHUVWDQGLQJ�WKH�JHRSROLWLFV�RI�HQHUJ\�LV�VWUDWHJLF�WR�HVFDSLQJ�WKH�FRQXQGUXP�MXVW�SUHVHQWHG�DERYH�
)URP�0RVFRZ�WR�%DJKGDG��IURP�WKH�0LGGOH�(DVW�WR�$VLD��UHFHQW�KDSSHQLQJV�VKRZ�WKDW�UHJLRQDO�GLV�

DJUHHPHQWV�WKDW�RUGLQDULO\�ZRXOG�KDYH�EHHQ�KDQGOHG�E\�UHJLRQDO�SRZHUV�KDYH�QRZ�EHJXQ�WR�LQFUHDVLQJO\�
DWWUDFW�JOREDO�LQWHUHVW��ZLWK�VRPH�RI�WKH�PRVW�SRZHUIXO�FRXQWULHV�LQ�WKH�ZRUOG�LQWULFDWHO\�LQYROYHG��7KH�
UHDVRQV�IRU�WKLV�DUH�REYLRXVO\�QRW�IDU�IHWFKHG��)RU�LQVWDQFH��WKH�UHFHQW�FULVLV�LQ�8NUDLQH�H[SODLQV�WKH�LP�
SRUWDQFH�RI�HQHUJ\�LQ�WKH�JOREDO�JHRSROLWLFDO�PDWUL[��DV�ZHOO�DV�ZK\�DQG�KRZ�HQHUJ\�ZLOO�FRQWLQXH�WR�EH�
D�IXQGDPHQWDO�LQGLFDWRU�RI�QDWLRQDO�SRZHU�

3LSHOLQHV

8QGHUVWDQGLQJ�WKH�VWUDWHJLF�LPSRUWDQFH�RI�SLSHOLQHV�LQ�WKH�JOREDO�SHWUROHXP�
JHRSROLWLFDO�HTXDWLRQ� LV�NH\��%HFDXVH� WKH\�KHOS�GLYHUVLI\�D� UHJLRQ
V�SHWUROHXP�

�
�)UHG�2OD\HOH�LV�D�6HQLRU�(QHUJ\�(FRQRPLVW��LQ�
WKH�0LQLVWU\�RI� WKH�(FRQRP\�LQ� WKH�*RYHUQ�
PHQW� RI� 6DVNDWFKHZDQ�� &DQDGD�� +H� PD\� EH�
UHDFKHG�DW�IUHGE�ROD\HOH#JRY�VN�FD
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VXSSO\�URXWHV��LQ�DGGLWLRQ�WR�FRQQHFWLQJ�WUDGLQJ�SDUWQHUV�DQG�LQÀXHQFLQJ�WKH�UHJLRQDO�EDODQFH�RI�SRZHU��
SLSHOLQHV�DUH�PRUH�WKDQ�D�PHUH�PHGLXP�RI�UHVRXUFH�WUDQVSRUWDWLRQ��(XURSH�LV�VHUYHG�E\�D�SLSHOLQH�SXW�LQ�
SODFH�XS�QRUWK�E\�5XVVLD��(FRQRPLF�WLHV�UHPDLQ�RQH�RI�&KLQD¶V�PRVW�SRWHQW�LQVWUXPHQWV�LQ�&HQWUDO�$VLD��
,Q�IDFW��LW�ZRXOG�QRW�EH�RXW�RI�SODFH�WR�VD\�WKDW�RQH�RI�WKH�PRVW�µSROLWLFDO¶�&KLQHVH�LQYHVWPHQWV�LQ�&HQ�
WUDO�$VLD�DUH�WKH�SLSHOLQHV��WKH�7XUNPHQLVWDQ�&KLQD�JDV�SLSHOLQH�±�ZKLFK�SDVVHV�WKURXJK�7XUNPHQLVWDQ��
8]EHNLVWDQ�DQG�.D]DNKVWDQ�±�GHOLYHUV�JDV�LQWR�;LQMLDQJ��7KH�&KLQHVH�KDYH�D�SLSHOLQH�JRLQJ�DV�IDU�DV�
6KDQJKDL�DQG�FRQQHFWLQJ�ZLWK�WKHLU�QHWZRUN�HDVW��:KLOH�WKHVH�SLSHOLQHV�JHQHUDWH�JUHDW�HFRQRPLF�EHQH¿WV�
WR�WKH�SDUWLFLSDWLQJ�UHJLRQV��%HLMLQJ�LV�DEOH�WR�VLJQL¿FDQWO\�VKDSH�WKH�GLUHFWLRQ�RI�PDQ\�&HQWUDO�$VLDQ�
VWDWHV¶�IRUHLJQ�SROLFLHV�E\�OHYHUDJLQJ�LWV�HFRQRPLF�FORXW��
7KH� PRUH� WKDQ� D� GHFDGH�ROG� SURSRVHG� 7XUNPHQLVWDQ�$IJKDQLVWDQ�3DNLVWDQ�,QGLD� �7$3,�� SLSHOLQH�

SURMHFW�LV�DQRWKHU�YLYLG�H[DPSOH�RI�KRZ�WKH�UDSLGO\�FKDQJLQJ�JOREDO�HQHUJ\�JHRSROLWLFDO�ODQGVFDSH�FRQ�
WLQXHV�WR�SOD\�RXW��(VWLPDWHG�DW�����ELOOLRQ�ZLWK�WKH�FDSDFLW\�WR�WUDQVSRUW����ELOOLRQ�FXELF�PHWHUV�RI�7XUN�
PHQLVWDQ�JDV�RYHU����\HDUV��LPSRUWDQW�VHFXULW\�DQG�¿QDQFLQJ�FRQFHUQV�WKURXJK�$IJKDQLVWDQ�KDYH�EHHQ�D�
FORJ�LQ�WKH�7$3,�SURMHFW¶V�ZKHHO�RI�SURJUHVV��5HFHQWO\��WKH�7$3,�FRXQWULHV�GHFLGHG�WR�EHJLQ�FRQVWUXFWLQJ�
WKH�SLSHOLQH�E\�������ZLWK�FRPSOHWLRQ�HVWLPDWHG�IRU�WKH�HQG�RI�������:LWK�WKH�$VLD�'HYHORSPHQW�%DQN�
UHFHQWO\�GHVLJQDWHG�DV�WUDQVDFWLRQ�DGYLVRU��KRSHV�DUH�KLJK�DJDLQ�WKDW�WKH�������NP�SLSHOLQH�SURMHFW�PD\�
VHH�WKH�OLJKW�RI�WKH�GD\��7KH�RQH�TXHVWLRQ�WKDW�UHPDLQV�RQ�WKH�OLSV�RI�PDQ\�LV�KRZ�6LQR�$PHULFDQ�UHOD�
WLRQV�PLJKW�KDYH�LPSDFWHG�WKH�SROLWLFDO�FKHVV�JDPH�RI�WKH�SURMHFW��:KLOH�WKH�$PHULFDQV�IDYRXU�LW��WKH�
&KLQHVH�DUH�VNHSWLFDO��$�VXFFHVVIXO�FRPSOHWLRQ�RI�WKH�SURMHFW�ZLOO�LPSO\�WRWDO�DYRLGDQFH��RU�DW�OHDVW��D�
UHGXFWLRQ�LQ� WRWDO�GHSHQGHQFH�RQ�&KLQHVH�JDV�SXUFKDVHV��7KH�8�6��SRVLWLRQ�LV�UHODWLYHO\�HDVLHU� WR�XQ�
GHUVWDQG�±LQFUHDVHG�8�6��RLO�DQG�JDV�SURGXFWLRQ�KDV�KDG�D�SURIRXQG�LPSDFW�RQ�WKH�FRXQWU\¶V�SRVLWLRQ�LQ�
JOREDO�HQHUJ\�PDUNHWV�±�PRUH�VR�WKDQ�DW�DQ\�RWKHU�WLPH�LQ�GHFDGHV��1RQHWKHOHVV��WKH�$PHULFDQV�FRQWLQXH�
WR�ZDWFK�DQG�DVVHVV�HYHQWV�RQ�WKH�JOREDO�HQHUJ\�JHRSROLWLFDO�VWDJH��DQG�IURP�WLPH�WR�WLPH��UHDFW�WR�VXLW�
WKHLU�HFRQRPLF�DQG�QDWLRQDO�VHFXULW\�LQWHUHVWV�
7KH�SURSRVHG�.H\VWRQH�;/�SLSHOLQH�E\�7UDQV&DQDGD�KDV�EHFRPH�DQRWKHU�UHIHUHQFH�SRLQW�LQ�WKH�FRP�

SOH[�LQWHUSOD\�RI�HFRQRPLFV��JHRSROLWLFV�DQG�WHFKQRORJ\��:KLOH�DGYRFDWHV�EHOLHYH�WKDW�LQFUHDVHG�ÀRZ�RI�
&DQDGLDQ�RLO�LQWR�WKH�8�6��ZLOO�ORZHU�JDVROLQH�SULFHV��VWUHQJWKHQ�HQHUJ\�VHFXULW\�DQG�JHQHUDWH�VXEVWDQWLDO�
HFRQRPLF� EHQH¿WV�� SLSHOLQH� RSSRQHQWV� FLWH� HQYLURQPHQWDO� FRQVHTXHQFHV�� LQFOXGLQJ� FOLPDWH�ZDUPLQJ�
JUHHQKRXVH�JDV�HPLVVLRQV��:KLOH�ERWK�YLHZV�KDYH�WKHLU�PHULWV��WKH�JOREDO�FRPPRGLW\�VWDWXV�RI�RLO�PDNHV�
WKLV�DUJXPHQW�PRUH�D�IXQFWLRQ�RI�JOREDO�HFRQRPLFV��JHRSROLWLFV��VHFXULW\�DQG�WHFKQRORJ\�WKDQ�DQ\�RWKHU�
WKLQJ�

5HFHQW�*HRSROLWLFDO�'HYHORSPHQWV

:KLOH� WKH� LPSDFW�RI� HFRQRPLFV�RQ�PDQ\�RI� WKH�JHRSROLWLFDO�GHFLVLRQV�E\�JRYHUQPHQWV� DFURVV� WKH�
ZRUOG�LV�ZHOO�XQGHUVWRRG��PDQ\�DUH�FRQFHUQHG�WKDW�SROLWLFDO�LQVHFXULW\�DQG�XQFHUWDLQW\�FRXOG�QHJDWLYHO\�
LPSDFW�JOREDO�HQHUJ\�DQG�WUDGH�G\QDPLFV��OHDGLQJ�WR�DQRWKHU�JOREDO�HFRQRPLF�PHOWGRZQ��7KH�LPSRUWDQW�
UROH�WKDW�5XVVLDQ�HQHUJ\�SOD\V�LQ�(XURSHDQ�JHRSROLWLFV�KDV�DJDLQ�EHHQ�KLJKOLJKWHG�E\�WKH�&ULPHD�FULVLV�
DQG�PRYHV�DJDLQVW�(DVWHUQ�8NUDLQH���$OPRVW�RQH�WKLUG�RI�(XURSH¶V�QDWXUDO�JDV�VXSSOLHV�FRPH�IURP�5XV�
VLD��KDOI�RI�8NUDLQH¶V�QDWXUDO�JDV�QHHGV�DUH�PHW�E\�5XVVLD��*LYHQ�VXFK�D�GHOLFDWH�GHPDQG�DQG�VXSSO\�
SLFWXUH��WKHUH�LV�QR�JDLQVD\LQJ�WKH�IDFW�WKDW�HQHUJ\�LV�FHQWUDO�WR�WKH�SROLWLFDO�DQG�HFRQRPLF�WXUPRLO�LQ�
8NUDLQH���$IWHU�PRUH�WKDQ�WZR�\HDUV�RI�GLVFRUGDQFH�RQ�SULFH��FRXSOHG�ZLWK�ZRUVHQLQJ�5XVVLD�8NUDLQH�
UHODWLRQV�RYHU�0RVFRZ
V�DQQH[DWLRQ�RI�&ULPHD�DQG�¿JKWLQJ��5XVVLD�¿QDOO\�FXW�RII�JDV�VXSSO\�WR�8NUDLQH��
$Q�LQWHULP�JDV�GHDO�UHFHQWO\�EURNHUHG�E\�WKH�(XURSHDQ�&RPPLVVLRQ�IRU�0RVFRZ�DQG�.LHY�VKRXOG�KHOS�
8NUDLQH�UHFHLYH�HQRXJK�VXSSO\�WR�JHW�WKURXJK�WKH�ZLQWHU��&RQWHQWLRXV�GHEW�¿JXUHV�EHWZHHQ�ERWK�FRXQ�
WULHV�GR�QRW�KHOS�PDWWHUV�HLWKHU��8NUDLQH�VD\V�LW�ZLOO�KRQRXU�LWV�GHEW�REOLJDWLRQV�ZLWK�5XVVLD�RQO\�DIWHU�WKH�
,QWHUQDWLRQDO�&RXUW�RI�$UELWUDWLRQ�LQ�6WRFNKROP�GHOLYHUV�LWV�YHUGLFW�
5XVVLD�UHPDLQV�RQH�RI�WKH�ZRUOG¶V�PRVW�UHVRXUFH�HQGRZHG�MXULVGLFWLRQV�±�LW�LV�WKH�ODUJHVW�QDWXUDO�JDV�

H[SRUWHU�DQG�RQH�RI�WKH�WZR�ODUJHVW�SURGXFHUV�RI�FUXGH�RLO��:KLOH�WKH�FRXQWU\¶V�RLO�UHVRXUFHV�FRQVWLWXWH�DQ�
HFRQRPLF�OHYHU��5XVVLD�XVHV�LWV�DEXQGDQW�QDWXUDO�JDV�WR�UHPDLQ�SROLWLFDOO\�UHOHYDQW�LQ�WKH�JOREDO�VSKHUH��
:LWK�D�QHZ�ZDYH�RI�:HVWHUQ�VDQFWLRQV�KLWWLQJ�5XVVLD
V�HFRQRP\�KDUG��FRXSOHG�ZLWK�IDOOLQJ�RLO�SULFHV�DQG�
LWV�FXUUHQF\�DW�D�UHFRUG�ORZ�DJDLQVW�WKH�GROODU��LW�UHPDLQV�WR�EH�VHHQ�ZKHWKHU�RU�QRW�3UHVLGHQW�9ODGLPLU�
3XWLQ�ZLOO�SXOO�D�QHZ�VHW�RI�SROLF\�OHYHUV�
(OVHZKHUH�� WKH�6DXGLV� DUH� WDNLQJ�FKDUJH� LQ� WKH� UDSLGO\�FKDQJLQJ� IDFH�RI� WKH�0LGGOH�(DVW�� �$V� WKH�

ZRUOG¶V�ODUJHVW�RLO�H[SRUWHU�DQG�VHFRQG�ODUJHVW�SURGXFHU��6DXGL�$UDELD¶V�XQLTXH�SRVLWLRQ�DOORZV�LW�WR�GUD�
PDWLFDOO\�LQÀXHQFH�JOREDO�HFRQRPLFV�DQG�SROLWLFV��:KLOH�6DXGL�$UDELD��.XZDLW�DQG�8QLWHG�$UDE�(PLU�
DWHV�KDYH�WKH�¿QDQFLDO�PXVFOH�WR�YROXQWDULO\�UHGXFH�RLO�SURGXFWLRQ��WKH�RWKHU�23(&�PHPEHUV�±�1LJHULD��
/LE\D��$OJHULD��,UDQ��,UDT�DQG�9HQH]XHOD�±�UHO\�RQ�PD[LPXP�SURGXFWLRQ�DQG�KLJK�SULFHV�WR�¿QDQFH�WKHLU�
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)XHO�IRU�7KRXJKW
%\�-RVHSK�1DHPL
7KH�JHRSROLWLFV�RI�RLO� DQG�JDV�KDV�HYROYHG� IURP� LWV�3HUVLDQ�*XOI� FHQWULF�FKDSWHU�� WR�DQ�(DVW�:HVW�

VHSDUDWLRQ�RI�VXSSO\�DQG�GHPDQG�G\QDPLFV��)URP�WKH�&ROG�:DU�HUD�SULVP��WKH�DIRUHVDLG�HYROXWLRQ�KDV�
WKH�SRWHQWLDO�WR�HVFDODWH�WKH�SUHVHQW�JHRSROLWLFDO�WHQVLRQV��DV�WKH�VXFFHVV�RI�WKH�6KDOH�5HYROXWLRQ�WKDW�LV�
PDNLQJ�WKH�86$�OHVV�GHSHQGHQW�RQ�LWV�WUDGLWLRQDO�0LGGOH�(DVWHUQ�VXSSO\�VRXUFHV��PLJUDWHV�WR�(XURSH��
DQG�HQDEOHV�WKH�HYHQWXDO�(XURSHDQ�LQGHSHQGHQFH�IURP�5XVVLDQ�K\GURFDUERQV��
,Q�DQWLFLSDWLRQ��WKH�LQWHJUDWLRQ�RI�WKH�5XVVLDQ�K\GURFDUERQV�VXSSO\�FKDLQ�LQWR�&KLQD�DQG�1RUWKHDVW�

$VLD��L�H���-DSDQ��.RUHD��DQG�7DLZDQ���ZLOO�KDYH�SURIRXQG�HIIHFWV�RQ�WKH�IXWXUH�RI�WKH�JOREDO�GLVWULEXWLRQ�
RI�HQHUJ\�UHVRXUFHV��DIIHFWLQJ�WKH�HFRQRPLFV�DQG�FRPSHWLWLYHQHVV�RI�ERWK�RLO�VXSSOLHV�IURP�WKH�0LGGOH�
(DVW� DQG�QDWXUDO�JDV� �L�H���/1*�� VXSSOLHV�RULJLQDWLQJ� IURP�(DVW�$IULFD��3HUVLDQ�*XOI�� ,QGRQHVLD�� DQG�
$XVWUDOLD��
7KH�IRUHJRLQJ�WUHQG�ZLOO�KDYH�PLOLWDU\�VHFXULW\�LPSOLFDWLRQV��DV�LW�ELQGV�5XVVLD�DQG�&KLQD�LQWR�WKH�

VDPH�W\SH�RI�UHODWLRQVKLS�WKDW�WKH�86$�KDV�ORQJ�KDG�ZLWK�6DXGL�$UDELD��.XZDLW��DQG�RWKHU�FRXQWULHV�VXU�
URXQGLQJ�WKH�3HUVLDQ�*XOI��,W�ZLOO�DOVR�EULQJ�LQWR�TXHVWLRQ��ZKHWKHU�RU�QRW�WKH�86$�VKRXOG�VWLOO�EH�VROHO\�
UHVSRQVLEOH�IRU�VDIHJXDUGLQJ�WKH�ZRUOG¶V�VHYHQ�FKRNHSRLQWV�IRU�PDULWLPH�WUDQVLW�RI�RLO��DQG�/1*��
)XUWKHUPRUH��WKH�JOREDO�EDODQFH�RI�WUDGH�ZLOO�VKLIW��ZKLFK�ZLOO�QHJDWLYHO\�LPSDFW�WKH�SURPLQHQFH�RI�

WKH�8�6��GROODU��KHQFH�H[SHGLWLQJ�WKH�ULVH�RI�WKH�&KLQHVH�<XDQ��³50%´���DV�DQ�DOWHUQDWLYH�PHGLXP�IRU�
VHWWOHPHQW�RI�LQWHUQDWLRQDO�WUDGH��
'HVSLWH�WKH�IDFW�WKDW�WKH�$WODQWLF�$OOLDQFH�ZLOO�EHFRPH�HYHQ�VWURQJHU�LQ�WKH�IXWXUH�WKDQ�LW�KDV�HYHU�EHHQ�

LQ�WKH�SDVW��WKH�UHDOLW\�LV�WKDW�WKHUH�VKDOO�EH�D�FOHDU�OLQH�RI�³HQHUJ\�VHFXULW\´�GHPDUFDWLRQ�EHWZHHQ�WKH�
:HVW�DQG�WKH�(DVW��SHUKDSV��DNLQ�WR�WKH�LQIDPRXV�%HUOLQ�:DOO�
7KH�KLVWRU\�RI�PDQNLQG�LV�IUDXJKW�ZLWK�ZDUV��UHJLRQDO�FRQÀLFWV��ULVLQJ�DQG�IDOOLQJ�HPSLUHV��SHUVHFX�

WLRQ�� RSSUHVVLRQ�� DQG�\HV�� GHPRFUDF\��7RGD\�� D� QDWXUDO� UHVRXUFHV�ZDU�� DQG� HVSHFLDOO\� WKH� EDWWOH� RYHU�
HQHUJ\�UHVRXUFHV��LV�XQGLVSXWDEOH��7KH�SULPDU\�FKDUDFWHULVWLF�RI�DQ\�ZDU�LV�YRODWLOLW\��9RODWLOLW\�PHDQV�
LQVWDELOLW\��LPSXOVLYHQHVV��XQSUHGLFWDELOLW\��DQG�VHYHUDO�RWKHU�V\QRQ\PV�RI�WKH�VDPH�DWWULEXWHV��SUHFLVHO\��
HYLGHQFHG�LQ�WKH�RLO�DQG�JDV�LQGXVWU\�QRZDGD\V��$�EDVLF�LQGXVWULDO�FRPPRGLW\��ZKRVH�DYDLODELOLW\�VKRXOG�
EH�VPRRWK��UHOLDEOH��PHDVXUHG��DQG�VWDEOH��FRQWLQXHV�WR�EH�WKH�VLQJXODUO\�PRVW�YRODWLOH�FRPPRGLW\��ZKRVH�
SULFH�GHYLDWHV�PRUH�RIWHQ�WKDQ�QRW��IURP�DQ\�FRUUHODWLRQ�ZLWK�IXQGDPHQWDO�HFRQRPLFV�
7R�H[DFHUEDWH�WKH�GLOHPPD��ZH�KDYH�UHFHQWO\��DQG�QDLYHO\��EHFRPH�DFFXVWRPHG�WR�DQ�LQWHUQDWLRQDO�

UHODWLRQV�SURWRFRO��ZKHUH�³VDQFWLRQV´��DUH�WKH�SHUPDQHQW�DSSHWL]HU�IRU�WKH�GLSORPDWLF�PDLQ�FRXUVH��7KH�
81�6DQFWLRQV��WKH�8�6��6DQFWLRQV��WKH�(8�6DQFWLRQV��WKH�$XWRQRPRXV�6DQFWLRQV�RI�$XVWUDOLD��&DQDGD��
8.��HW�DO��DJDLQVW�DQ�DUUD\�RI�FRXQWULHV�ZRUOGZLGH��LV�EHVW�GHVFULEHG�DV�VFKRRO\DUG�EXOO\LQJ��UDWKHU�WKDQ�
WKH�DUW�RI�GLSORPDF\��
,W�LV�ZLWK�WKLV�EDFNVWRU\�WKDW�ZH�IDLO�WR�FUHDWH�KDUPRQ\�LQ�WKH�RLO�DQG�JDV�LQGXVWU\��,Q�DQ�XQ�SROLWLFL]HG�

PDUNHW�HQYLURQPHQW��WKH�SURGXFHUV�DQG�FRQVXPHUV�RI�K\GURFDUERQV��KDYH�D�YHU\�VLPSOH�EXW�FRQWUDGLF�
WRU\�REMHFWLYH��3URGXFHUV�DUH�H[SHFWHG� WR�PD[LPL]H� WKHLU� UHYHQXH��DQG�FRQVXPHUV�DUH� MXVW�DV�HTXDOO\�
H[SHFWHG�WR�PLQLPL]H�WKHLU�H[SHQVH��&RQVLGHU�WKDW�WKHUH�LV�QRWKLQJ�LQ�WKH�PDUNHWSODFH��ZKLFK�LV�SULFH�
LQHODVWLF��WR�DOORZ�IUHH�HQWHUSULVH�PDUNHWV�WR�HI¿FLHQWO\�DQG�SHDFHIXOO\��NHHS�SURGXFHUV¶�DQG�FRQVXPHUV¶�
LQWHUHVWV�LQ�EDODQFH��7KLV�ZRXOG�RQO\�EH�SRVVLEOH��LI�JRYHUQPHQWV�XQLYHUVDOO\�UHIUDLQ�IURP�LQWHUYHQLQJ��
E\�HOLPLQDWLQJ�WKH�VXSSO\�DQG�FRQVXPSWLRQ�RI�K\GURFDUERQV�IURP�WKHLU�SROLWLFDO�WRRONLW�DQG�GLSORPDWLF�
DJHQGD��,Q�LWV�VWHDG��JRYHUQPHQWV�RXJKW�WR�IRFXV�RQ�UHYDPSLQJ�WKH�8QLWHG�1DWLRQV�LQWR�WKH�RUJDQL]DWLRQ�

WKDW� LW�ZDV�PHDQW� WR�EH��D�IRUXP�ZKHUH� WKH�����QDWLRQV�RI� WKH�ZRUOG�PD\�WDON��
OLVWHQ��GHEDWH��DQG�IRUPXODWH�SXEOLF�SROLFLHV�QRW�RQO\�IRU�WKH�EHWWHUPHQW�RI�WKHLU�
FRQVWLWXHQFLHV¶�OLYLQJ�VWDQGDUGV��EXW�DOVR�IRU�WKH�FRPSHWHQW�PDQDJHPHQW�RI�D�WUDQ�
TXLO��SURVSHURXV��DQG�VXVWDLQDEOH�JOREDO�YLOODJH��
$V� 3ODWR� KDV� VR� HORTXHQWO\� VDLG�� ³0DQ� LV� QRWKLQJ� EXW� D� WZR� OHJJHG� DQLPDO�

ZLWKRXW�IHDWKHUV´�

�-RVHSK�1DHPL�� LV� DQ�$XVWUDOLDQ� HQWUHSUHQHXU�
ZLWK� 1LQR[� &DSWLDO� 3W\� /WG� LQ� 6\GQH\� ZLWK�
QHDUO\� ��� \HDUV� RI� H[SHULHQFH�ZLWKLQ� WKH� LQ�
WHUQDWLRQDO� SHWUROHXP� LQGXVWU\�� +H� PD\� EH�
UHDFKHG�DW�MQ#QLQR[FDSLWDO�FRP
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*HRSROLWLFV�0RYH�%DFN�XS�WKH�$JHQGD��7XUPRLO�LQ�8NUDLQH�
DQG�LWV�,PSDFW�RQ�5LVN�3HUFHSWLRQV�$PRQJ�(QHUJ\�([SHUWV
%\�5REHUW�*HUPHVKDXVHQ��3KLOLSS�0DVVLHU�DQG�1LNRODV�:|O¿QJ�
7KH�HVFDODWLRQ�RI�WKH�FRQÀLFW�LQ�8NUDLQH�DQG�WKH�LQYROYHPHQW�RI�5XVVLD�KDYH�PRYHG�JHRSROLWLFDO�DV�

SHFWV�RI�HQHUJ\�VHFXULW\�EDFN�XS�WKH�SROLWLFDO�DJHQGD�LQ�(XURSH����
8NUDLQH�LV�RI�NH\�LPSRUWDQFH�WR�HQHUJ\�VXSSO\�IRU�VHYHUDO�(8�PHPEHU�VWDWHV�DV�D�PDLQ�WUDQVLW�FRXQWU\�IRU�

5XVVLDQ�JDV�GHOLYHULHV��,Q������DERXW����SHU�FHQW�RI�DOO�LPSRUWV�RI�QDWXUDO�JDV�LQWR�WKH�(8�ZHUH�GHOLYHUHG�E\�
5XVVLD����$SSUR[LPDWHO\�KDOI�RI�WKHVH�YROXPHV�VWLOO�SDVV�WKURXJK�8NUDLQH����$OWKRXJK�WKLV�¿JXUH�GHFUHDVHG�
IURP����SHU�FHQW�VLQFH�WKH�1RUG�6WUHDP�SLSHOLQH�EHJDQ�WR�GHOLYHU�LQ�������IHDUV�DPRQJ�(XURSHDQ�JRYHUQ�
PHQWV��EXVLQHVVHV�DQG�KRXVHKROGV�WKDW�5XVVLD�FRXOG�³WXUQ�RII�WKH�JDV�WDS´�EHFDPH�YLUXOHQW�LQ�HDUO\������
7KH�IDFW�WKDW�5XVVLD�DQG�8NUDLQH�FRQÀLFW�RYHU�JDV�GHOLYHULHV�LV�QRW�QHZ��$OVR�WKH�IDFW�WKDW�5XVVLD�XWL�

OL]HV�WKH�UHVWULFWLRQ�RI�JDV�GHOLYHULHV�WR�DPSOLI\�SROLWLFDO�SUHVVXUH�KDV�EHHQ�H[HPSOL¿HG�LQ�WKH�SDVW��%XW�
WKH�YHKHPHQFH�RI�WKH�DSSURDFK�WRZDUGV�8NUDLQH�XS�WR�PLOLWDU\�LQWHUYHQWLRQV�DQG�DQQH[DWLRQ�RI�QDWLRQDO�
WHUULWRU\�KDG�EHHQ�XQLPDJLQDEOH�IRU�PDQ\�(XURSHDQ�OHDGHUV�XQWLO�UHFHQWO\��7KH�GUDVWLF�HVFDODWLRQ�RI�WKH�
FRQÀLFW�UDLVHV�TXHVWLRQV�ZKHWKHU�WKH�(8�DQG�WKHLU�PHPEHU�VWDWHV�VKRXOG�UHFRQVLGHU�WKH�DVVHVVPHQW�RI�
WKHLU�PRVW�LPSRUWDQW�JDV�VXSSOLHU�ZLWK�UHIHUHQFH�WR�UHOLDELOLW\�
$JDLQVW�WKLV�EDFNGURS��WKH�(8�&RPPLVVLRQ�±�LQ�LWV�FRPPXQLFDWLRQ�IRU�D�(XURSHDQ�(QHUJ\�6HFXULW\�

6WUDWHJ\���±�SUHVHQWV�D�VWUHVV�WHVW�E\�VFHQDULR�DQDO\VHV�IRU�WKH�LPSDFWV�RI�DQ�LQWHUUXSWLRQ�RI�WKH�QDWXUDO�JDV�
VXSSO\�IURP�5XVVLD�DQG�YLD�8NUDLQH��7KH�FRPPLVVLRQ�FRQFOXGHV�WKDW�WKHUH�LV�D�³�«��VXEVWDQWLDO�LPSDFW�LQ�
WKH�(8��ZLWK�WKH�(DVWHUQ�(8�0HPEHU�6WDWHV�DQG�WKH�(QHUJ\�&RPPXQLW\�FRXQWULHV�EHLQJ�DIIHFWHG�PRVW�´
%XW�KRZ�OLNHO\�DUH�WKHVH�VFHQDULRV�LQ�WKH�FXUUHQW�JHRSROLWLFDO�HQYLURQPHQW"�2EMHFWLYH�ULVN�PHDVXUHV�

IRU�WKHVH�LVVXHV�DUH�REYLRXVO\�KDUG�WR�¿QG��$JJUHJDWHG�VHQWLPHQW�RI�PDUNHW�H[SHUWV��KRZHYHU��PLJKW�JLYH�
DQ�LGHD�RQ�KRZ�IDU�WKH�SHUFHSWLRQ�RI�HQHUJ\�VHFXULW\�DQG�5XVVLD�DV�D�WUDGLQJ�SDUWQHU�KDYH�FKDQJHG��DQG�
WKXV�LQIRUP�SROLF\�PDNHUV�DQG�DFDGHPLFV��7R�WKLV�HQG��ZH�DVNHG�HQHUJ\�H[SHUWV�IURP�WKH�=(:�(QHUJ\�
0DUNHW�%DURPHWHU�����DERXW�WKH�H[SHFWHG�LPSDFW�RI�WKH�8NUDLQLDQ�FULVLV�RQ�HQHUJ\�VHFXULW\�LQ�*HUPDQ\�
DQG�WKH�(8��7KH�VXUYH\�GHVLJQ�VHHNV�WR�FDSWXUH�D�JHQHUDO�YLHZ�IURP�WKH�HQHUJ\�PDUNHW�H[SHUW�SDQHO�RQ�
WKH�\HW�LQWDQJLEOH�FRQVHTXHQFHV�RI�WKH�UHFHQW�SROLWLFDO�HYHQWV��,Q�RXU�VXUYH\��WKH�H[SHUWV�LQGLFDWHG�ZKHWK�
HU�WKHLU�SHUFHSWLRQ�RI�5XVVLD¶V�UHOLDELOLW\�DV�HQHUJ\�VXSSOLHU�DV�ZHOO�DV�WKHLU�DVVHVVPHQW�RI�WKH�VHFXULW\�RI�
VXSSO\�IRU�*HUPDQ\�DQG�WKH�(8�KDG�FKDQJHG�LQ�OLJKW�RI�WKH�8NUDLQLDQ�FULVLV��)XUWKHUPRUH��ZH�DVNHG�IRU�
WKHLU�RSLQLRQ�RQ�WKH�VXLWDELOLW\�RI�YDULRXV�PHDVXUHV�WR�JXDUDQWHH�VHFXULW\�RI�VXSSO\�LQ�WKH�(8��
7KH�UHVXOWV�DOORZ�XV�WR�GUDZ�±�EDVHG�RQ�VXEMHFWLYH�DVVHVVPHQWV�±�D�PRUH�GHWDLOHG�SLFWXUH�RI�WKH�LP�

SDFWV�RI�WKH�8NUDLQLDQ�FULVLV�RQ�WKH�VHFXULW\�RI�WKH�QDWXUDO�JDV�VXSSO\�LQ�WKH�(8�DQG�*HUPDQ\��,Q�WKH�
IROORZLQJ�ZH�SUHVHQW�DQG�EULHÀ\�GLVFXVV�WKH�¿QGLQJV�RI�RXU�VXUYH\��

([SHFWDWLRQV�RI�5XVVLD¶V�5HOLDELOLW\�DV�DQ�(QHUJ\�6XSSOLHU

³'LG�WKH�ODWHVW�FRQÀLFW�EHWZHHQ�5XVVLD�DQG�8NUDLQH�FKDQJH�\RXU�YLHZ�RQ�5XVVLD¶V�UHOLDELOLW\�DV�DQ�
HQHUJ\�VXSSOLHU"´����SHU�FHQW�RI�WKH�H[SHUWV�DQVZHUHG�WKLV�TXHVWLRQ�ZLWK�³VOLJKWO\�GHWHULRUDWHG´��IXUWKHU�
���SHU�FHQW�DQVZHUHG�ZLWK�³VLJQL¿FDQWO\�GHWHULRUDWHG´��1HYHUWKHOHVV�����SHU�FHQW�KDG�QR�UHDVRQ�WR�FKDQJH�
WKHLU�HYDOXDWLRQ�RI�5XVVLD�DV�D�WUDGLQJ�SDUWQHU��1RQH�RI�WKH�H[SHUWV�ZDV�RI�WKH�RSLQLRQ�WKDW�5XVVLD¶V�UHOL�
DELOLW\�DV�DQ�HQHUJ\�VXSSOLHU�KDV�LPSURYHG��+HQFH��DFFRUGLQJ�WR�WKH�RSLQLRQ�RI�WKH�VXUYH\�SDUWLFLSDQWV��
5XVVLD¶V�UHOLDELOLW\�LV�QHJDWLYHO\�LQÀXHQFHG�E\�WKH�FRQÀLFW��EXW�RQH�FRXOG�KDUGO\�GLDJQRVH�D�GUDPDWLF�
DOWHUDWLRQ��7KDW�VDLG��WKH�VXUYH\�GLG�QRW�DVN�IRU�KRZ�UHOLDEOH�5XVVLD�ZDV�UHJDUGHG�EHIRUH�WKH�FULVLV�
%XW�GRHV�WKLV�DOVR�UHÀHFW�D�FKDQJH�LQ�HQHUJ\�VHFXULW\"�:KDW�LV�WKH�WDNH�RI�WKH�SDQHOOLVWV�RQ�WKH�LPSDFW�

RI� WKH� FRQÀLFW�RQ� WKH�(XURSHDQ�DQG�PRUH� VSHFL¿FDOO\� WKH�*HUPDQ� VXSSO\� VLWXDWLRQ"�7KH�PDMRULW\�RI�
H[SHUWV�FRQVLGHU�WKH�VLWXDWLRQ�WR�EH�XQFKDQJHG�IRU�*HUPDQ\�����SHU�FHQW�GR�QRW�VHH�D�UHOHYDQW�VKLIW�LQ�
WKH�VHFXULW\�RI�VXSSO\�LQ�*HUPDQ\�DJDLQVW�WKH�EDFNJURXQG�RI�WKH�8NUDLQH�FULVLV��)RU�WKH�(8��WKH�SDQHO�LV�
DOPRVW�HYHQO\�VSOLW�LQ�H[SHUWV�WKDW�EHOLHYH�WKHUH�LV�QR�LPSDFW�����SHU�FHQW��DQG�H[SHUWV�WKDW�VHH�VHFXULW\�
RI�QDWXUDO�JDV�VXSSO\�GHFUHDVLQJ�����SHU�FHQW���)RU�FRPSOHWHQHVV��ZH�DOVR�DVNHG�IRU�D�SRVLWLYH�LPSDFW�RQ�
VHFXULW\�RI�VXSSO\�ZLWK�QDWXUDO�JDV��EXW�QRQH�RI�WKH�H[SHUWV�HQGRUVHG�WKLV�SURSRVLWLRQ��
$OWKRXJK�WKHVH�¿JXUHV�GR�QRW�KLQW�WRZDUGV�PDMRU�LPSDFWV�RI�WKH�FULVLV�\HW��WKH�

PHUH�HYHQWXDOLW\�WKDW�FRQGLWLRQV�IRU�JDV�GHOLYHULHV�DUH�XVHG�DV�DQ�LQVWUXPHQW�RI�
5XVVLDQ�IRUHLJQ�SROLF\�FDXVHV�FRQFHUQV�DOO�RYHU�(XURSH��)RU�*HUPDQ\��WKH�H[�
SHUWV�DUH�QRW�ZRUULHG�LQ�WKLV�PDWWHU��7KUHH�TXDUWHUV�RI�WKH�VXUYH\�UHVSRQGHQWV�GR�
QRW�H[SHFW�WKDW�QDWXUDO�JDV�VXSSOLHV�WR�*HUPDQ\�ZLOO�EH�FRQQHFWHG�ZLWK�SROLWLFDO�
GHPDQGV�LQ�WKH�IXWXUH��:LWK�UHJDUG�WR�WKH�UHVW�RI�WKH�(8��WKH�UHVXOW�LV�OHVV�FOHDU��

�5REHUW� *HUPHVKDXVHQ�� 3KLOLSS� 0DVVLHU� DQG�
1LNRODV�:|O¿QJ�DUH�ZLWK�WKH�&HQWUH�IRU�(XUR�
SHDQ�(FRQRPLF�5HVHDUFK��=(:��LQ�0DQQKHLP��
*HUPDQ\��1LNRODV�:|O¿QJ�PD\�EH� UHDFKHG�DW�
ZRHO¿QJ#]HZ�GH

� 6HH�IRRWQRWHV�DW�HQG�RI�WH[W�
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PHDVXUH�ZLWKLQ�WKH�JLYHQ�SRVVLELOLWLHV�
7KHUH�LV�DOVR�D�FOHDU�YRWH�RQ�WKH�PHDVXUHV�DGGUHVVLQJ�D�UHGXFWLRQ�RI�GHSHQGHQF\�RQ�QDWXUDO�JDV�DV�DQ�

HQHUJ\�FDUULHU��,W�LV�WKH�LQFUHDVH�RI�HQHUJ\�HI¿FLHQF\�ZKLFK�LV�PRVW�ZLGHO\�DSSURYHG�E\�WKH�H[SHUWV�RI�WKH�
=(:�(QHUJ\�0DUNHW�%DURPHWHU�����SHU�FHQW�RI�WKH�H[SHUWV�VHH�WKLV�DV�DQ�DSSURSULDWH�PHDVXUH�WR�UHGXFH�
GHSHQGHQFLHV��7KH�H[WHQVLRQ�RI�WKH�XVH�RI�UHQHZDEOH�HQHUJLHV�VWLOO�UHFHLYHV�D�ODUJH�PDMRULW\�EXW�QRW�DV�
PXFK�FRQVHQW��+HUH��DERXW����SHU�FHQW�¿QG�WKLV�PHDVXUH�WR�EH�DSSURSULDWH��7KH�RSWLRQ�WR�XVH�QXFOHDU�
HQHUJ\�±�VLPLODU�WR�WKH�XVH�RI�GRPHVWLF�FRDO�UHVHUYHV�±�DV�D�PHDVXUH�WR�UHGXFH�QDWXUDO�JDV�FRQVXPSWLRQ�
RQO\�UHFHLYHV����SHU�FHQW�RI�FRQVHQW�LQ�WKH�*HUPDQ�SDQHO�

7DNLQJ�D�%URDGHU�(XURSHDQ�3HUVSHFWLYH

7KH�*HUPDQ�SDQHOOLVWV�GR�QRW�VHHP�WR�H[SHFW�KLJK�LPSDFWV�IURP�WKH�8NUDLQLDQ�FULVLV�RQ�WKH�QDWXUDO�JDV�
VXSSO\�LQ�*HUPDQ\��$SSDUHQWO\��D�ODUJH�IUDFWLRQ�FRQVLGHUV�HQHUJ\�WUDGLQJ�EHWZHHQ�5XVVLD�DQG�*HUPDQ\�
WR�FRQWLQXH�DV�XVXDO��7KLV�YLHZ�GLIIHUV��KRZHYHU��IRU�RWKHU�(8�PHPEHU�VWDWHV�WKDW�LQGHHG�DUH�DIIHFWHG�
LQ�WKHLU�HQHUJ\�VHFXULW\�DFFRUGLQJ�WR�WKH�H[SHUW�SDQHO��,W�LV�WKXV�DOO�WKH�PRUH�HQOLJKWHQLQJ�WKDW�ZH�KDG�
WKH�FKDQFH�WR�FRPSDUH�RXU�UHVXOWV�WR�WKRVH�RI�DQ�RIIVSULQJ�SDQHO�ZKLFK�FRQGXFWV�VLPLODU�VXUYH\V�DPRQJ�
HQHUJ\�H[SHUWV�LQ�)UDQFH��7KH�*UHQREOH�eFROH�GH�0DQDJHPHQW��*(0��DVNHG�HTXLYDOHQW�TXHVWLRQV�WR�WKH�
)UHQFK�H[SHUWV�RI�LWV�UHFHQWO\�HVWDEOLVKHG�HQHUJ\�PDUNHW�EDURPHWHU����7KH�)UHQFK�SDQHOOLVWV�DUH�PRUH�SHV�
VLPLVWLF�DERXW�WKH�LPSDFW�RI�WKH�8NUDLQLDQ�FULVLV�RQ�VHFXULW\�RI�VXSSO\�DQG�UHSRUW�D�VWURQJHU�GHFOLQH�RI�WKH�
YDOXDWLRQ�RI�5XVVLD¶V�UHOLDELOLW\�DV�DQ�HQHUJ\�VXSSOLHU��7KUHH�TXDUWHUV�RI�WKH�H[SHUWV�LQ�WRWDO�LQGLFDWHG�WKDW�
WKHLU�HVWLPDWLRQ�RI�5XVVLD¶V�UHOLDELOLW\�KDV�GHWHULRUDWHG�GXH�WR�WKH�FRQÀLFW�ZLWK��DQG�ZLWKLQ��8NUDLQH�RYHU�
WKH�FRXUVH�RI�WKH�\HDU�����SHU�FHQW�UHFRJQL]H�D�VOLJKW�GHWHULRUDWLRQ�����SHU�FHQW�HYHQ�UHFRJQL]H�D�VLJQL¿�
FDQW�GHWHULRUDWLRQ��,QWHUHVWLQJO\��D�VLJQL¿FDQW�GHWHULRUDWLRQ�LQ�VHFXULW\�RI�VXSSO\�IRU�)UDQFH�LV�DOVR�VWDWHG�
E\�WKH�)UHQFK�SDQHOOLVWV��:LWK�UHJDUG�WR�RWKHU�(8�FRXQWULHV��DERXW����SHU�FHQW�RI�WKH�*(0�H[SHUWV�UHSRUW�
D�GHFUHDVH�LQ�HQHUJ\�VHFXULW\��7KXV��WKH�)UHQFK�H[SHUWV�DUH�PRUH�DODUPHG�E\�WKH�FRQÀLFW�LQ�(XURSH¶V�HDVW�
WKHQ�WKHLU�*HUPDQ�FRXQWHUSDUWV��DOWKRXJK�*HUPDQ\�VKRXOG�EH�PXFK�PRUH�DIIHFWHG�E\�WKH�PHUH�SURSRU�
WLRQ�RI�LWV�JDV�LPSRUWV��7KH�GLIIHUHQFHV�LQ�SHUFHSWLRQ�PD\�DOVR�UHVXOW�IURP�GLIIHUHQW�LQWHUUHODWLRQV�ZLWK�
5XVVLD��2Q�RQH�KDQG��WKH�*HUPDQ�HQHUJ\�LQGXVWU\�KDV�KLJKHU�VWDNHV�DW�ULVN�DQG�PLJKW�ZDQW�WR�H[HUW�VRPH�
RSWLPLVP��2Q�WKH�RWKHU�KDQG��WKH�UHODWLYH�WUDQTXLOOLW\�RI�WKH�*HUPDQ�H[SHUWV�FRXOG�UHÀHFW�WKHLU�H[SHULHQFH�
LQ�GHDOLQJ�ZLWK�5XVVLD�DQG�D�NQRZOHGJH�DERXW�ELGLUHFWLRQDO�HFRQRPLF�GHSHQGHQFLHV��3RVVLEO\��FXOWXUDO�
GLIIHUHQFHV�PD\�DOVR�SOD\�WKHLU�UROH�OHDYLQJ�D�FORVH�FRRSHUDWLRQ�RI�VWDWH�RZQHG�FRPSDQLHV�IRU�WKH�JRYHUQ�
PHQW�LQWHUHVWV�LQ�IRUHLJQ�SROLF\�DSSHDU�WR�EH�PRUH�SODXVLEOH�LQ�)UDQFH�WKDQ�IURP�D�*HUPDQ�SHUVSHFWLYH�

:KDW�&RXOG�EH�WKH�,QWUD�(XURSHDQ�5HVSRQVH"

:LWKLQ�LWV�VWUHVV�WHVW��WKH�(8�&RPPLVVLRQ�LGHQWL¿HG�WZR�ZHDN�VSRWV�LQ�WKH�(8¶V�VHFXULW\�RI�VXSSO\��
)LUVW��LQIUDVWUXFWXUH�SURMHFWV�DUH�QRW�\HW�IXOO\�FRPPLVVLRQHG�DV�SODQQHG�DIWHU�WKH������VXSSO\�FULVLV��6HF�
RQG��VHFXULW\�RI�VXSSO\�VWUDWHJLHV�RI�WKH�(8�PHPEHU�VWDWHV�DUH�³HLWKHU�XQLODWHUDO�LQ�QDWXUH��LQVXI¿FLHQWO\�
FRRUGLQDWHG�DQG�RU�LQVXI¿FLHQWO\�FRRSHUDWLYH´����2XU�H[SHUWV�FRQ¿UP�WKHVH�QHHGV�JLYHQ�WKHLU�RSLQLRQ�RQ�
WKH�H[SDQVLRQ�RI�WKH�QDWXUDO�JDV�LQIUDVWUXFWXUH��DOVR�LQ�WKH�(8��DQG�WKH�UHLQIRUFHPHQW�RI�WKH�(8�6LQJOH�
0DUNHW�LQWHJUDWLRQ��HQDEOLQJ�WKH�WUDQVIHU�RI�QDWXUDO�JDV�IURP�:HVWHUQ�(XURSH�WR�&HQWUDO�DQG�(DVWHUQ�(X�
URSH�ZKHQ�QHHGHG�����%XW�DOVR�XQLODWHUDO�VWUDWHJLHV�DPRQJ�WKH�PHDVXUHV�WR�JXDUDQWHH�VHFXULW\�RI�VXSSO\�
DUH�IDYRXUHG�E\�WKH�PDMRULW\�RI�VXUYH\HG�HQHUJ\�H[SHUWV��7KH�LPSURYHPHQW�RI�HQHUJ\�HI¿FLHQF\�UHFHLYHV�
DOPRVW�XQGLYLGHG�FRQVHQW�DV�D�PHDVXUH�WR�UHGXFH�GHSHQGHQF\�IURP�HQHUJ\�LPSRUWV��7KLV�KROGV�IRU�WKH�
)UHQFK�DV�ZHOO�DV�WKH�*HUPDQ�SDQHO��
6LPLODU�XQDQLPLW\��KRZHYHU��LV�XQOLNHO\�WR�EH�IRXQG�IRU�RWKHU�SRVVLEOH�PHDVXUHV��)RU�LQVWDQFH��WKH�UHOD�

WLYH�XQLPSRUWDQFH�WKH�*HUPDQ�SDQHOOLVWV�JDYH�WR�WKH�XVH�RI�QXFOHDU�HQHUJ\�DQG�FRDO�UHVHUYHV�LV�OLNHO\�WR�
EH�VHHQ�GLIIHUHQWO\�LQ�RWKHU�FRXQWULHV��(DVWHUQ�(XURSH�PLJKW�WHQG�PRUH�WR�UHO\�RQ�GRPHVWLF�FRDO�GHSRVLWV��
VKDOH�JDV��DQG�WKH�XVH�RI�QXFOHDU�HQHUJ\��DV�RWKHU�PHDVXUHV�FRXOG�EH�VHHQ�DV�YHU\�FRVWO\�����'LIIHUHQFHV�
RFFXU�DOVR�EHWZHHQ�WKH�*HUPDQ�DQG�WKH�)UHQFK�SDQHO��IRU�H[DPSOH��LQ�WKH�DVVHVVPHQW�RI�WKH�XWLOL]DWLRQ�
RI�XQFRQYHQWLRQDO�QDWXUDO�JDV�UHVHUYHV��7KLV�RSWLRQ�UHFHLYHV�WKH�ODUJHVW�FRQVHQW�XQGHU�WKH�QDWXUDO�JDV�
VSHFL¿F�PHDVXUHV�LQ�WKH�)UHQFK�SDQHO�ZLWK����SHU�FHQW��7KH�H[SHUWV�RI�WKH�*HUPDQ�=(:�(QHUJ\�0DUNHW�
%DURPHWHU��KRZHYHU��VHH�WKLV�RSWLRQ�PXFK�PRUH�FULWLFDOO\�
,Q�VXPPDU\��HQHUJ\�PDUNHW�H[SHUWV�ZLWKLQ�WKH�(8�GR�QRW�\HW�DJUHH�RQ�DQ�DSSURDFK�UHJDUGLQJ�HQHUJ\�

VHFXULW\��&RUUHVSRQGLQJO\��WKH�HQHUJ\�VHFXULW\�SROLFLHV�RI�(8�PHPEHU�VWDWHV�GR�QRW�DOZD\V�UHÀHFW�D�FRKHU�
HQW�FRPPRQ�VWUDWHJ\��+RZHYHU��WKHUH�DUH�DOUHDG\�PHDVXUHV�WDNHQ�WR�VWUHQJWKHQ�FRRSHUDWLRQ�ZLWKLQ�WKH�(8��
7KHVH�PHDVXUHV�DOVR�¿QG�ZLGH�VXSSRUW�DPRQJ�WKH�PDMRULW\�RI�H[SHUWV�VXUYH\HG�LQ�*HUPDQ\�DQG�)UDQFH��
7KLV�LV�HYHQ�PRUH�LPSRUWDQW�DV�WKH�UHQHZHG�SURPLQHQFH�RI�JHRSROLWLFV�LQ�HQHUJ\�SROLF\�XQGHUVFRUHV�WKH�
QHHG�IRU�FRRSHUDWLRQ�DPRQJ�(8�PHPEHU�VWDWHV�
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)RRWQRWHV
��,QWHUQDWLRQDO�(QHUJ\�$JHQF\��,($���������:RUOG�(QHUJ\�2XWORRN�������3DULV��)UDQFH�
���(8�&RPPLVVLRQ�������D��(XURSHDQ�(QHUJ\�6HFXULW\�6WUDWHJ\��&RPPXQLFDWLRQ�IURP�WKH�&RPPLVVLRQ�WR�WKH�

(XURSHDQ�3DUOLDPHQW�DQG�WKH�&RXQFLO��%UXVVHOV��%HOJLXP�
��6LPRQ�3LUDQL��-DPHV�+HQGHUVRQ��$QRXN�+RQRUp��+RZDUG�5RJHUV�DQG�.DWMD�<D¿PDYD��������:KDW�WKH�8NUDLQH�

FULVLV�PHDQV�IRU�JDV�PDUNHWV��2[IRUG�(QHUJ\�&RPPHQW��0DUFK�������2[IRUG��8QLWHG�.LQJGRP�
��7KH� ,QGHSHQGHQW�� ������ )HDU� RYHU�5XVVLDQ� JDV� VZLWFK�RII� VHHV� (8� VWDWHV� VWRFNSLOH� VXSSOLHV�� 5HWULHYDEOH�

XQGHU� KWWS���ZZZ�LQGHSHQGHQW�FR�XN�QHZV�ZRUOG�HXURSH�IHDU�RYHU�UXVVLDQ�JDV�VZLWFKRII�VHHV�HX�VWDWHV�VWRFNSLOH�
VXSSOLHV���������KWPO�>����������@�

���8�&RPPLVVLRQ�������D��LELG�
��7KH�&HQWUH�IRU�(XURSHDQ�(FRQRPLF�5HVHDUFK��=(:��KRVWV�D�SDQHO�RI�HQHUJ\�PDUNHWV�H[SHUWV��ZKR�DUH�VXU�

YH\HG�ELDQQXDOO\�IRU�WKH�=(:�(QHUJ\�0DUNHW�%DURPHWHU�>=(:�(QHUJLHPDUNWEDURPHWHU@��7KH�=(:�(QHUJ\�0DU�
NHW�%DURPHWHU�LV�DQ�LQGXVWU\�VSHFL¿F�LQGLFDWRU�RI�HFRQRPLF�VHQWLPHQW�UHJDUGLQJ�HQHUJ\�VXSSO\��HQHUJ\�WUDGH��DQG�
HQHUJ\�VHUYLFH� LQGXVWULHV� LQ�*HUPDQ\�� ,W�FRPSULVHV� WKH�H[SHFWDWLRQV�RI�DERXW�����H[SHUWV�FRQFHUQLQJ�VKRUW��DQG�
ORQJ�WHUP�GHYHORSPHQWV�LQ�WKH�QDWLRQDO�DQG�LQWHUQDWLRQDO�HQHUJ\�PDUNHWV��7KH�PDMRULW\�RI�WKH�SDQHOOLVWV�ZRUN�IRU�
WKH�HQHUJ\�VXSSO\�LQGXVWU\�RU�LQ�HQHUJ\�WUDGLQJ��)XUWKHUPRUH��H[SHUWV�VWHP�IURP�DFDGHPLD�DQG�HQHUJ\�FRQVXOWDQ�
FLHV��$�VPDOO�SDUW�RI�WKH�SDUWLFLSDQWV�ZRUN�IRU�HQHUJ\�UHODWHG�DVVRFLDWLRQV��DGPLQLVWUDWLRQV�RU�LQVWLWXWLRQV��*LYHQ�WKDW�
WKH�=(:�(QHUJ\�0DUNHW�%DURPHWHU�DGGUHVVHV�*HUPDQ�HQHUJ\�PDUNHW�H[SHUWV��UHVXOWV�PD\�UHODWH�SDUWLFXODUO\�WR�WKH�
*HUPDQ�VLWXDWLRQ��7KH�SDQHO�ZDV�HVWDEOLVKHG�LQ������

��7KH�FRPSOHWH�VHULHV�RI� WKH�=(:�(QHUJ\�0DUNHW�%DURPHWHU�FDQ�EH�UHWULHYHG�IURP��KWWS���ZZZ�]HZ�GH�GH�
SXEOLNDWLRQHQ�HQHUJLHPDUNWEDURPHWHU�SKS��7KLV�DUWLFOH�LV�EDVHG�RQ�WKH�ODWHVW�=(:�(QHUJ\�0DUNHW�%DURPHWHU�IURP�
-XO\�$XJXVW�������ZKLFK�LV�RQO\�DYDLODEOH�LQ�*HUPDQ�

��*UHQREOH�eFROH�GH�0DQDJHPHQW��*(0��(QHUJ\�0DUNHW�%DURPHWHU������±�5HSRUW����5HWULHYDEOH�XQGHU�KWWS���
HQ�JUHQREOH�HP�FRP�HQHUJ\�PDUNHW�EDURPHWHU�UHSRUW�>����������@�

��(8�&RPPLVVLRQ�������E��&RPPXQLFDWLRQ�IURP�WKH�&RPPLVVLRQ�WR�WKH�(XURSHDQ�3DUOLDPHQW�DQG�WKH�&RXQFLO�
RQ�WKH�VKRUW�WHUP�UHVLOLHQFH�RI�WKH�(XURSHDQ�JDV�V\VWHP��3UHSDUHGQHVV�IRU�D�SRVVLEOH�GLVUXSWLRQ�RI�VXSSOLHV�IURP�WKH�
(DVW�GXULQJ�WKH�IDOO�DQG�ZLQWHU�RI������������%UXVVHOV��%HOJLXP�

����&KULVWLDQ�+�EQHU���������(XURSHDQ�(QHUJ\�6XSSO\�6HFXULW\�LQ�/LJKW�RI�WKH�8NUDLQH�&ULVLV��)DFWV�	�)LQGLQJV�
1R�������-XO\�������.RQUDG�$GHQDXHU�6WLIWXQJ��%HUOLQ��*HUPDQ\�

���&KULVWLDQ�+�EQHU��������LELG�

,$((������$ZDUG�:LQQHUV�$QQRXQFHG

:XPL�,OHGDUH��,PPHGLDWH�3DVW�3UHVLGHQW�DQG�&KDLU�RI�WKH�$ZDUGV�&RPPLWWHH��LV�SOHDVHG�WR�DQQRXQFH�WKH�IROORZLLQJ�

� :LQQHU�RI�
� 2XWVWDQGLQJ�&RQWULEXWLRQ�WR�WKH�3URIHVVLRQ��$ZDUG�
� � � � 6HYHULQ�%RUHQVWHLQ��8QLYHUVLW\�RI�&DOLIRUQLD

6LQFH�������WKLV�DZDUG�KDV�EHHQ�JLYHQ�HDFK�\HDU�WR�DQ�LQGLYLGXDO�MXGJHG�WR�KDYH�PDGH�DQ�RXWVWDQGLQJ�
FRQWULEXWLRQ�WR�WKH�¿HOG�RI�HQHUJ\�HFRQRPLFV�DQG�LWV�OLWHUDWXUH��

� 2XWVWDQGLQJ�&RQWULEXWLRQ�WR�WKH�,$((�$ZDUG�
� � � � 0LQH�<XFHO��)HGHUDO�5HVHUYH�%DQN�RI�'DOODV

7KLV�DZDUG�LV�JLYHQ�DW�WKH�RSWLRQ�RI�WKH�$ZDUGV�&RPPLWWHH�WR�DQ�LQGLYLGXDO�RU�DQ�RUJDQL]DWLRQ�GHHPHG�
WR�KDYH�PDGH�DQ�RXWVWDQGLQJ�FRQWULEXWLRQ�WR�WKH�,$((�RYHU�WKH�UHFHQW�SDVW�

� ,$((�-RXUQDOLVP�$ZDUG�
� � � � -RKQ�.LQJVWRQ��3ODWWV

7KLV�DZDUG�LV�JLYHQ�WR�HDFK�\HDU�WR�WKH�LQGLYLGXDO�RU�LQGLYLGXDOV�GHHPHG�WR�KDYH�FRQWULEXWHG�WR�
H[FHOOHQFH�LQ�MRXUQDOLVP�RQ�WRSLFV�UHODWLQJ�WR�WKH�¿HOG�RI�LQWHUQDWLRQDO�HQHUJ\�HFRQRPLFV�

� ,Q�DGGLWLRQ�WR�,OHGDUH��$ZDUGV�&RPPLWWHH�PHPEHUV�ZHUH�&DURO�'DKO��'DYLG�.QDSS��'DYLG�1HZEHU\�DQG�/RUL�6FKHOO�



,QWHUQDWLRQDO�$VVRFLDWLRQ�IRU�(QHUJ\�(FRQRPLFV� _���

(XURSHDQ�*DV�6XSSO\�6HFXULW\�DQG�*HRSROLWLFV
%\�<XUL�<HJRURY�DQG�)UDQ]�:LUO

,QWURGXFWLRQ

1DWXUDO�JDV�SOD\V�DQ�LPSRUWDQW�UROH�LQ�WKH�ZRUOG¶V�HQHUJ\�SRUWIROLR��DQG�,($�IRUHFDVWV�DQ�LQFUHDVH�RI�LWV�
VKDUH�LQ�FRPLQJ�\HDUV��7KHUH�DUH�VHYHUDO�UHDVRQV�IRU�WKLV��$PRQJ�WKHP�WKH�PRVW�LPSRUWDQW�DUH�

��1DWXUDO�JDV�LV�DQ�HQYLURQPHQWDOO\�FOHDQ�IXHO�DQG�LW�JLYHV�OHVV�FDUERQ�HPLVVLRQV�WKDQ�FRDO�
��7KH�JOREDO�UHVHUYHV�RI�QDWXUDO�JDV�DUH�PRUH�DEXQGDQW�WKDQ�RLO��WKLV�PDNHV�LW�FKHDSHU�DQG�FDOOV�IRU�
WKH�VXEVWLWXWLRQ�RI�JDV�IRU�RLO�LQ�KHDWLQJ��PRVWO\�DFFRPSOLVKHG��DQG�WUDQVSRUW��MXVW�VWDUWLQJ��

(XURSH�GHSHQGV�RQ�QDWXUDO�JDV�OHVV�WKDQ�RQ�RLO��EXW�GXH�WR�GHSOHWLRQ�RI�GRPHVWLF�UHVHUYHV��LQ�1HWKHU�
ODQGV�JDV�SURGXFWLRQ�ZLOO�GHFOLQH�ZKLOH�LQ�1RUZD\�LW�ZLOO�VWD\�RQ�D�SODWHDX�DW���������EFP�\�LQ�WKH�QH[W�
GHFDGH�EHIRUH�HYHQWXDO�GHFOLQH��LWV�GHSHQGHQFH�RQ�LPSRUWV�ZLOO�LQFUHDVH��
,Q������(XURSH�LPSRUWHG�����EFP�RI�QDWXUDO�JDV������RI�LWV�GHPDQG���LQ�������LW�LV�SURMHFWHG�WR�LPSRUW�

����EFP�RU�����RI�GHPDQG��ZKLOH�LQ������WKH�SURMHFWLRQ�LV�IRU�LPSRUWV�RI�����EFP�RU�����RI�GHPDQG�
2QH�RI�WKH�UHDVRQV�IRU�OHVV�RSWLPLVP�DERXW�WKH�(8V�IXWXUH�JDV�FRQVXPSWLRQ�LV�IDLOXUH�RI�WKH�SURJUDP�

IRU�D�UDSLG�VXEVWLWXWLRQ�RI�JDV�¿UHG�IRU�FRDO�¿UHG�HOHFWULFLW\�SODQWV��$W�SUHVHQW�� WKH�PDUNHW�IRU�FDUERQ�
GLR[LGH�KDV�FROODSVHG�LQ�(XURSH��DQG�SROLF\�PDNHUV�GLG�QRW�SURYLGH�DQ\�VXEVLG\�IRU�LW�ZKLOH�SURYLGLQJ�
PXFK�ODUJHU�VXEVLGLHV�IRU�UHQHZDEOH�HQHUJLHV��HVSHFLDOO\�SKRWRYROWDLFV��
:H�VHH� WKDW�JDV�GHPDQG� LQ�(XURSH� LV�VKULQNLQJ�FRPSDULQJ� WR� WKH�SUHYLRXV� IRUHFDVWV��:KLOH� WKLV� LV�

PRVWO\�D�PLGGOH�WHUP�SKHQRPHQRQ�RI�D����\HDU�KRUL]RQ��GHPDQG�FDQ�EH�GULYHQ�E\�RWKHU�WKDQ�HFRQRPLF�
IDFWRUV��7KH�JRDO�RI�WKLV�SDSHU�LV�WR�VWXG\�WR�ZKDW�H[WHQW�JHRSROLWLFDO�FRQFHUQV�DQG�HQHUJ\�VHFXULW\�UHD�
VRQV�FDQ�EH�WKH�GULYHUV�RI�VXFK�DQ�RXWFRPH��

(FRQRPLF�3HUVSHFWLYHV�IRU�)XWXUH�*DV�6XSSO\�

,QGHHG��WKHUH�LV�QR�JOREDO�VKRUWDJH�RI�QDWXUDO�JDV�LQ�WKH�FRPLQJ�VHYHUDO�GHFDGHV��FRQWUDU\�WR�RLO��ZKHUH��
WKH�SURGXFWLRQ�SHDN��DW�OHDVW�IRU�FRQYHQWLRQDO�RLO��HLWKHU�KDV�DOUHDG\�RFFXUUHG�RU�ZLOO�FRPH�VRRQ��,UDQ�DQG�
4DWDU�KROG�����DQG�����RI�ZRUOG�UHVHUYHV��DQG�WKHLU�UHVHUYH�SURGXFWLRQ�UDWLR�VWD\V�ZHOO�DERYH�WKH�JOREDO�
DYHUDJH��7KLV�PHDQV�WKDW�WKH\�FDQ�VXEVWDQWLDOO\�LQFUHDVH�QDWXUDO�JDV�H[SRUWV�LQ�WKH�FRPLQJ�GHFDGHV��,W�LV�
H[SHFWHG�WKDW�EHWZHHQ������DQG������,UDQ�ZLOO�LQFUHDVH�LWV�SURGXFWLRQ�E\����EFP��ZKLOH�WKH�LQFUHDVH�LQ�
4DWDU�LV����EFP��:(2�������7KH�JURZWK�RI�5XVVLDQ�SURGXFWLRQ�FDQ�EH�HYHQ�PRUH�VXEVWDQWLDO�±�E\�����
EFP��0RVW�RI�WKLV�JDV�ZLOO�JR�IRU�H[SRUWV��$GGLWLRQDOO\�PRUH�JDV�IRU�H[SRUW�FDQ�FRPH�IURP�$OJHULD��1L�
JHULD�DQG�9HQH]XHOD�DQG�RWKHU�FRXQWULHV��<HJRURY�DQG�:LUO��������DUJXH�WKDW�EDVHG�RQ�SXUHO\�HFRQRPLF�
UHDVRQLQJ��FRVW�RSWLPL]DWLRQ�DQG�UHVHUYH�WR�SURGXFWLRQ�UDWLR��WKH�IXWXUH�FRQYHQWLRQDO�JDV�PDUNHW�ZLOO�EH�
GRPLQDWHG�E\�5XVVLD��,UDQ�DQG�4DWDU��ZKLOH�FRXQWULHV�ZLWK�ORZHU�IUDFWLRQV�RI�JOREDO�UHVHUYHV��OLNH�$O�
JHULD�DQG�1LJHULD��ZLOO�EH�LPSRUWDQW�VXSSOLHUV�RQO\�LQ�WKH�PLGGOH�UXQ��EHIRUH�WKHLU�UHVHUYHV�DUH�GHSOHWHG��
6KRXOG�WKHQ�(XURSH�FDUH�DERXW�D�JDV�VKRUWDJH"�:KLOH�JOREDO�GHPDQG�LV�XQFHUWDLQ��PRVWO\�EHFDXVH�RI�

IDVW�JURZWK�LQ�&KLQD���LW�LV�FOHDU�WKDW�LW�LV�HDV\�WR�VDWLVI\�(XURSHDQ�JURZWK�LQ�GHPDQG�IRU�JDV�LPSRUWV��,I�
WKH�TXHVWLRQ�KDV�D�SXUHO\�HFRQRPLF�RULJLQ��WKH�DQVZHU�ZRXOG�EH�D�FOHDU�³QR´�

7KH�5ROH�RI�*HRSROLWLFV

,Q�HFRQRPLF�OLWHUDWXUH�LW�LV�FRPPRQ�WR�¿QG�SXUHO\�HFRQRPLF�UDWLRQDOLW\�IRU�DOO�GHFLVLRQV��+RZHYHU��LQ�
WKH�FDVH�RI�QDWXUDO�JDV�WKH�UROH�RI�JHRSROLWLFV�LV�YHU\�KLJK��6HYHUDO�FDVH�VWXGLHV�KDYH�EHHQ�SUHVHQWHG�LQ�
WKH�ERRN�HGLWHG�E\�9LFWRU��-DIIH�	�+D\HV��������ZKLOH�WKH�WKHRUHWLFDO�DQDO\VLV�ZDV�GHYHORSHG�E\�<HJRURY�
	�:LUO��������
%ULHÀ\��WUDQVSRUW�FRVWV�DQG�HVSHFLDOO\�¿[HG�FRVWV�RI�LQYHVWPHQW�LQ�LQIUDVWUXFWXUH�DUH�YHU\�LPSRUWDQW�

IRU�QDWXUDO�JDV��7KDW�LV�ZK\�JHRJUDSKLF�ORFDWLRQ�SOD\V�D�YHU\�LPSRUWDQW�UROH��,Q�VRPH�FDVHV��HVSHFLDOO\�
IRU�ODQG�ORFNHG�FRXQWULHV��D�SLSHOLQH��WKH�RQO\�ZD\�RI�JDV�GHOLYHU\��LV�HLWKHU�QHYHU�EXLOW��OLNH�D�SLSHOLQH�
FURVVLQJ�$IJKDQLVWDQ��RU�EXLOW�ZLWK�GHOD\��WKH�H[SRUW�URXWH�IURP�7XUNPHQLVWDQ�WR�&KLQD���
,I�ZH�ORRN�DW�WKRVH�FRXQWULHV�WKDW�KDYH�WKH�ODUJHVW�UHVHUYHV�DQG�WKXV�ZLOO�GRPLQDWH�IXWXUH�JDV�H[SRUW��

ZH�FDQ�HDVLO\�VHH�WKDW�PDQ\�RI�WKHP�DUH�FRQVLGHUHG�SROLWLFDOO\�QRQ�VHFXUH��7KLV�SUHVHQWV�D�FRPSOH[�LVVXH��
,I�WKHUH�ZRXOG�EH�QR�VDQFWLRQV�RYHU�,UDQ��(XURSH�FRXOG�KDYH�LQFOXGHG�LW�DV�

SRWHQWLDO�VXSSOLHU�WR�WKH�1DEXFFR�SURMHFW�WR�NHHS�LW�DOLYH��*LYHQ�UHFHQW�WHQVLRQV�
LQ�,UDT��WKHUH�LV�D�FKDQFH�RI�FRRSHUDWLRQ�EHWZHHQ�WKH�8�6��DQG�,UDQ�RQ�WKLV�LVVXH��
DQG�OLIWLQJ�RI�VDQFWLRQV�FDQ�KDSSHQ�VRRQHU�UDWKHU�WKDQ�ODWHU��,Q�WKLV�FDVH�,UDQ�FDQ�
EHFRPH�D�VXEVWDQWLDO�FRPSHWLWRU�RI�5XVVLD�LQ�WKH�(XURSHDQ�JDV�PDUNHW��7KLV�LV�

�<XUL�<HJRURY�DQG�)UDQ]�:LUO�DUH�SURIHVVRUV�DW�
WKH�8QLYHUVLW\�RI�9LHQQD��$XVWULD��<XUL�<HJR�
URY�PD\� EH� UHDFKHG� DW� \XU\�HJRURY#XQLYLH�
DF�DW

� 6HH�IRRWQRWH�DW�HQG�RI�WH[W�
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D�PHGLXP�WHUP�SHUVSHFWLYH��VLQFH�WKH�GHYHORSPHQW�RI�DGGLWLRQDO�FDSDFLWLHV�IRU�,UDQ��HVSHFLDOO\�LQ�JDV�
WUDQVSRUWDWLRQ��UHTXLUHV�VXEVWDQWLDO�LQYHVWPHQW�DQG�WLPH�
+RZHYHU�� LI� WKHVH�RSWLRQV�EHFRPH�UHDOLVWLF��(XURSH�FRXOG� UHYLVH� LWV� IXWXUH� IRUHFDVW� IRU�QDWXUDO�JDV�

FRQVXPSWLRQ��,I�5XVVLDQ�JDV�H[SRUWV�WR�(8�ZRXOG�UHPDLQ�FRQVWDQW��DQ�DGGLWLRQDO��������EFP�IURP�,UDQ�
FRXOG�DOORZ�(XURSH�WR�PDNH�PRUH�JDV�IRU�FRDO�VXEVWLWXWLRQ��7KH�JDV�IURP�,UDQ�LV�OLNHO\�WR�EH�HYHQ�FKHDSHU�
WKDQ�VKDOH�JDV�IURP�WKH�86$�DIWHU�OLTXHIDFWLRQ��DQG�WKXV�ZLOO�EH�FRPSHWLWLYH�DQG�QRW�DOORZ�JDV�SULFHV�LQ�
(XURSH�WR�ULVH�
+RZHYHU��JHRSROLWLFV�WRGD\�VHHPV�WR�SOD\�D�QHJDWLYH�UROH�IRU�(XURSH��IRUFLQJ�LW�WR�ORFN�LQ�HFRQRPL�

FDOO\�LQIHULRU�RXWFRPHV��:KLOH�JDV�VXSSO\�IURP�5XVVLD�DQG�,UDQ�WR�(8�FRXOG�EH�DEXQGDQW�LQ�WKH�IXWXUH��
QRQ�HFRQRPLF�UHDVRQV��OLNH�VDQFWLRQV��OLPLW�WKRVH�IXWXUH�ÀRZV�RI�QDWXUDO�JDV�IURP�5XVVLD��WKH�FRXQWU\�
WKDW�KDV�VHW�FRQWUDFWV�ZLWK�&KLQD�LQ������WR�VXSSO\����EFP�RI�JDV�YLD���SLSHOLQHV�WR�EH�FRQVWUXFWHG��DQG�
,UDQ��ZKLFK�FDQ�VXSSO\�FKHDS�JDV�IURP�WKH�ZRUOG¶V�ODUJHVW�6RXWK�3DUV�GHSRVLW�����

(XURSHDQ�(QHUJ\�6HFXULW\��'LIIHUHQW�9LHZV�

,W�EHFDPH�FRPPRQ�WR�XVH�WKH�WHUP�³(XURSHDQ�HQHUJ\�VHFXULW\´�DIWHU�WKH�JDV�FRQÀLFW�EHWZHHQ�5XVVLD�
DQG�8NUDLQH�LQ�-DQXDU\�������UHVXOWHG�LQ�D�WHPSRUDU\�WHUPLQDWLRQ�RI�WKH�SK\VLFDO�ÀRZ�RI�LPSRUWV�WR�WKH�
(8��%DONDQ�FRXQWULHV�ZHUH�H[SRVHG�WR�HYHQ�ODUJHU�ORVVHV��(QHUJ\�VHFXULW\�LQ�JDV�VXSSOLHV�QHFHVVLWDWHV�
EURDGHU�GLYHUVL¿FDWLRQ�RI�LPSRUW�VRXUFHV��FRQVWUXFWLRQ�RI�DGGLWLRQDO�JDV�SLSHOLQHV�EHWZHHQ�(8�FRXQWULHV�
DQG�PRUH�VWRUDJH�FDSDFLWLHV�
)URP�SXUHO\�HFRQRPLF�SHUVSHFWLYHV��EDVHG�RQ�DQ�DVVXPSWLRQ�RI�D�UDWLRQDO�FRQVXPHU��WKH�DFFHSWDEOH�

OHYHO�RI�VHFXULW\�KDV�WR�EH�FKRVHQ�EDVHG�RQ�WKH�DQDO\VLV�RI�GLIIHUHQW�VFHQDULRV�IRU�ORVVHV�DQG�WKH�FKRLFH�RI�
PHDVXUHV�WR�GLYHUW�WKHP�WKDW�ZRXOG�KDYH�PLQLPDO�FRVW�
:H�NQRZ�WKDW�1DEXFFR�KDV�EHHQ�RQH�RI�WKH�SURMHFWV�RI�WKDW�W\SH��+RZHYHU��WKH�FDSDFLWLHV�RI�$]HUEDL�

MDQ�KDYH�EHHQ�LQVXI¿FLHQW�WR�PDNH�LW�HFRQRPLFDOO\�YLDEOH��ZKLOH�,UDT�LV�VWLOO�QRW�VHFXUH��DQG�,UDQ�LV�RXW�RI�
FRQVLGHUDWLRQ�EHFDXVH�RI�8�6��VDQFWLRQV�
,I�RQH�PLQLPL]HV�WUDQVSRUW�FRVW��HQHUJ\�VHFXULW\�FDQQRW�EH�JXDUDQWHHG��$V�ZH�FDQ�VHH�IURP�)LJXUH����

WUDQVLW�URXWHV�IURP�5XVVLD�WR�(8�WRGD\�KDYH�WR�SDVV�HLWKHU�
WUDQVLW�FRXQWULHV��RU�WR�XVH�PRUH�H[SHQVLYH�WUDQVLW�RYHU�WKH�
ERWWRP�RI�WKH�VHD�

7KH�&DVH�RI�8NUDLQLDQ�*DV�7UDQVLW

+LVWRULFDOO\��PRVW�QDWXUDO�JDV�WUDQVLW�URXWHV�IURP�5XVVLD�
WR�(8�ZHUH�WKURXJK�8NUDLQH��7KLV�GLG�QRW�PDWWHU�LQ�WKH�WLPH�
RI� WKH�8665�� EXW� EHFDPH�YHU\� LPSRUWDQW� LQ� UHFHQW� \HDUV��
:KLOH�5XVVLD�KDV�SURYHQ�WR�EH�D�UHOLDEOH�JDV�VXSSOLHU�WR�(X�
URSH��8NUDLQH�ZDV�QRW�ULFK�HQRXJK�WR�VXVWDLQ�WKH�(XURSHDQ�
SULFH�IRU�QDWXUDO�JDV��)RU�SROLWLFDO�UHDVRQV��LW�KDG�EHHQ�VXE�
VLGL]HG�E\�5XVVLD�IRU�PDQ\�\HDUV��%XW�ZKHQ�5XVVLD�ZDQWHG�
WR�UDLVH�SULFHV��HLWKHU�WR�OLIW�WKH�VXEVLG\�IRU�SROLWLFDO�UHDVRQV�
RU�WR�PRYH�WRZDUG�PDUNHW�SULFHV���8NUDLQH�EDUJDLQHG�YHU\�
KDUG��RIWHQ�EH\RQG�ZKDW�LV�DFFHSWHG�LQ�DQ�HFRQRPLF�ZRUOG���
7KLV�KDV�UHVXOWHG�LQ�VHYHUDO�VR�FDOOHG�JDV�ZDUV��������������
ZLWK� WHPSRUDU\� FXWV� LQ� WUDQVLW� DQG�ZLWK� WKH�(8�EHLQJ� WKH�
ORVHU��
7KLV�KDV� UDLVHG� WKH� LVVXH�RI�(XURSHDQ�JDV�VHFXULW\��DQG�

UHVXOWHG�LQ�VWHSV�WR�OLPLW�GHSHQGHQFH�RQ�5XVVLD��ZKLFK�VXS�
SOLHV�DERXW�����RI�(8�JDV�LPSRUWV��+RZHYHU��DW�SUHVHQW�WKLV�
LV�LPSRVVLEOH�ZLWKRXW�D�VXEVWDQWLDO�UDLVH�LQ�JDV�SULFHV��$IWHU�
WKH�)XNXVKLPD�WUDJHG\��-DSDQ�KDV�LQFUHDVHG�LWV�GHPDQG�IRU�
JDV��%HVLGHV�WKDW��&KLQHVH�JDV�GHPDQG�LV�JURZLQJ��SXVKLQJ�
PRVW�RI� WKH�ÀH[LEOH�JDV�VXSSO\� LQ� WKH�IRUP�RI�/1*�DZD\�

IURP�(XURSH�DQG�WRZDUGV�$VLD��
5XVVLD�SDLG�DWWHQWLRQ�WR�(XURSHDQ�FRQFHUQV�DQG�VWDUWHG�WZR�SURMHFWV�±�1RUWK�6WUHDP�DQG�6RXWK�6WUHDP�

±�ZLWK�WKH�ODWWHU��DSDUW�IURP�D�SRWHQWLDO�LQFUHDVH�LQ�H[SRUW�YROXPH��WR�E\SDVV�8NUDLQH�DQG�WKXV�PDNH�JDV�
VXSSO\�WR�(8�PRUH�VHFXUH��%RWK�SURMHFWV�FDQ�EH�H[WHQGHG�WR�D�FDSDFLW\�RI����EFP�\��1RUWK�6WUHDP�LV�
DOUHDG\�IXQFWLRQLQJ��ZKLOH�6RXWK�6WUHDP�LV�RQO\�SODQQHG�
7KH�KLJKHVW�WUDQVLW�RYHU�8NUDLQH�ZDV�DW�WKH�OHYHO�RI�����EFP�\�LQ�������MXVW�EHIRUH�WKH�2UDQJH�UHYR�

)LJXUH����7UDQVLW�URXWHV�IRU�QDWXUDO�JDV��
6RXUFH�KWWS���HQ�ZLNLSHGLD�RUJ�ZLNL�5XVVLD�(�������8NUDLQHBJDVB
GLVSXWHV



,QWHUQDWLRQDO�$VVRFLDWLRQ�IRU�(QHUJ\�(FRQRPLFV� _���

OXWLRQ��$IWHU�WKH�FRQVWUXFWLRQ�RI�1RUWK�6WUHDP�LQ������LW�GURSSHG�WR�DERXW����EFP�\�LQ������DQG������
�6RXUFH���1DIWRJD]���$W�SUHVHQW������RI�WKH�QDWXUDO�JDV�FRQVXPHG�E\�(XURSH�ÀRZV�WKURXJK�8NUDLQH���
7KH�VKDUH�RI�8NUDLQLDQ�WUDQVLW�JDV�LQ�LPSRUWV�LV�YHU\�KLJK�IRU�6RXWKHUQ�DQG�&HQWUDO�(XURSH��,Q�SDUWLFXODU��
$XVWULD��%XOJDULD��&URDWLD��+XQJDU\��5RPDQLD��6ORYDNLD�DQG�6ORYHQLD�DUH������GHSHQGHQW�RQ�WKLV�WUDQVLW�
IRU�WKHLU�LPSRUWV��*DV�LPSRUW�GHSHQGHQF\�IRU�WKRVH�FRXQWULHV�LV�DOVR�KLJK��7KH�VKDUH�RI�5XVVLDQ�JDV�LQ�
JDV�FRQVXPSWLRQ�LV�WKH�KLJKHVW�IRU�%XOJDULD��DW��������DQG�WKH�ORZHVW�IRU�5RPDQLD��DW��������6KDUSOHV�
	�-XJGH��������
,Q������������EFP�RI�(8�LPSRUWHG�JDV���������FDPH�YLD�8NUDLQH�����EFP���������YLD�%HODUXV�DQG�

�����EFP���������YLD�1RUWK�6WUHDP��,Q�������DOO�LPSRUWHG�JDV�WR�$XVWULD��%XOJDULD��&URDWLD��+XQJDU\��
5RPDQLD��6ORYDNLD�DQG�6ORYHQLD�FDPH�YLD�8NUDLQH��ZKLOH�,WDO\��3RODQG�DQG�&]HFK�5HSXEOLF�KDYH�EH�
WZHHQ�����DQG�����GHSHQGHQF\�RQ�WKLV�URXWH���6KDUSOHV�	�-XJGH��������
3LUDQL�HW�DO��������DQDO\]HG�WKH�FRQVHTXHQFHV�RI�D�SRWHQWLDO�LQWHUUXSWLRQ�RI�JDV�WUDQVLW�YLD�8NUDLQH��

JLYHQ�WKH�SROLWLFDO�VLWXDWLRQ�LQ�HDUO\�0DUFK�������$OWKRXJK�WKHUH�KDYH�EHHQ�PDQ\�SROLWLFDO�FKDQJHV�VLQFH�
WKHQ��ZH�DUH�QRW�DZDUH�RI�D�PRUH�UHFHQW�HFRQRPLF�DQDO\VLV��0RUHRYHU��PRVW�RI�WKH�FRQFOXVLRQV�VWLOO�KROG��
7KH�DXWKRUV�KDYH�IRXQG�WKDW�ZKLOH�JDV�LPSRUWV�E\�8NUDLQH�KDV�GHFOLQHG�IURP������EFP�LQ������WR������
EFP�LQ�������WKH�YDOXH�RI�WKRVH�LPSRUWV�KDYH�ULVHQ�IURP������EOQ��WR�����EOQ��7KH�SUHVHQFH�RI�RXWVWDQG�
LQJ�GHEW�IRU�JDV�E\�8NUDLQH�KDV�EHFRPH�DQ�LVVXH��7KH�GHEW�ZDV�JURZLQJ��DORQJ�ZLWK�SD\PHQW�GDWH��DQG�
¿QDOO\�LQ�-XQH�8NUDLQH�QRW�RQO\�YLRODWHG�GHEW�SD\PHQWV��EXW�DOVR�IDLOHG�WR�DJUHH�RQ�D�SULFH��1RZ�WKH�FDVH�
LV�EHLQJ�FRQVLGHUHG�E\�DQ�DUELWUDWRU�LQ�6WRFNKROP�
,Q�������8NUDLQH�KDG�DFFXPXODWHG�DERXW����EFP�LQ�VWRUDJH�EXW�WKDW�LV�QRW�VXI¿FLHQW�IRU�WKH�QRUPDO�

IXQFWLRQLQJ�RI�WUDQVLW��LW�UHTXLUHV�DERXW����EFP�LQ�ZLQWHU���7KDW�LV�ZK\�*D]SURP�ZDUQHG�(8�FRQVXPHUV��
LQ�WKH�DXWXPQ��RI�WKH�ULVN�RI�WKH�LOOHJDO�XVH�RI�SDUW�RI�WKH�WUDQVLW�JDV�IRU�GRPHVWLF�8NUDLQH�FRQVXPSWLRQ�
:KLOH�WKH�¿QDO�DJUHHPHQW�DERXW�JDV�VXSSO\�IURP�5XVVLD�WR�8NUDLQH�ZDV�UHDFKHG�RQ�2FWREHU�����������

WKHUH�LV�VWLOO�D�GDQJHU�RI�DQ�LQWHUUXSWLRQ�WR�(XURSH�LQ�WKH�ZLQWHU����������0XFK�GHSHQGV�RQ�WKH�DELOLW\�RI�
8NUDLQH�WR�SD\�IRU�WKLV�JDV�ZLWK�IXUWKHU�FRPSOLFDWLRQV�OLNHO\�LI�LW�LV�XQDEOH�WR�GR�VR��VHH�JDV�WUDQVLW�JDPH�
DQDO\VLV�LQ�:LUO�	�<HJRURY��������

6RXWK�6WUHDP��%OXH�6WUHDP�DQG�(XURSHDQ�*DV�6HFXULW\

7KH�6RXWK�6WUHDP�SURMHFW�KDV�HQRXJK�FDSDFLW\�����EFP��WR�E\SDVV�8NUDLQLDQ�WUDQVLW��DQG�DW�WKH�VDPH�
WLPH�DGGLWLRQDO�FDSDFLW\�WR�EULQJ�DQ\�JDV�IURP�WKH�VRXWK��LQFOXGLQJ�WKH�&DVSLDQ�DUHD��%HVLGHV�WKDW��5XVVLD�
ZDV�JRLQJ�WR�¿QDQFH�WKLV�SURMHFW�ZKLFK�REYLRXVO\�EULQJV�PRUH�HQHUJ\�VHFXULW\�WR�(XURSH�
:KLOH�LW�LV�FOHDU�WKDW�6RXWK�6WUHDP�LV�YLWDO�IRU�(8�HQHUJ\�VHFXULW\��HVSHFLDOO\�IRU�%XOJDULD��D�¿QDO�GHFL�

VLRQ�RQ�LWV�FRQVWUXFWLRQ�ZDV�EORFNHG�LQ�-XQH�������SRVVLEO\�IROORZLQJ�SROLWLFDO�SUHVVXUH��+HUH�ZH�REVHUYH�
KRZ�SROLWLFDO�IRUFHV�FDQ�SUHYHQW�D�FRXQWU\�IURP�PDNLQJ�UDWLRQDO�HFRQRPLF�GHFLVLRQ�
7KH� IRUPDO� UHDVRQ� IRU� WKH�EORFNDJH� LV� WKH�7KLUG�(QHUJ\�SDFNDJH��$FFRUGLQJ� WR� LW�� WKHUH�VKRXOG�EH�

IUHH�DFFHVV�RI�WKLUG�SDUWLHV�WR�WKH�SLSHOLQH��,I�6RXWK�6WUHDP�ZRXOG�EH�D�MRLQW�LQYHVWPHQW�SURMHFW�EHWZHHQ�
5XVVLD�DQG�(8�DQG�LI�WKHUH�ZRXOG�EH�D�FOHDU�SDUWQHU�WKDW�FRXOG�¿OO�LW��WKDW�SRVVLEO\�ZRXOG�PDNH�VHQVH�IRU�
5XVVLD��*LYHQ�WKDW�LW�LV�D�ZLQ�ZLQ�SURMHFW�IRU�5XVVLD�DQG�(8��LW�LV�VWUDQJH��WKDW�VRPH�IRUPDO�(8�OHJLVOD�
WLRQ�FDQ�EORFN�LW�
:KLOH�LW�LV�EHFRPLQJ�FOHDU��DQG�WKH�ZLQWHU���������FDQ�RQO\�SURYH�LW�DJDLQ��WKDW�RQO\�WKH�FRQVWUXFWLRQ�

RI�6RXWK�6WUHDP�FDQ�JXDUDQWHH�HQHUJ\�VHFXULW\�WR�6RXWK�(DVW�DQG�&HQWUDO�(XURSH��WKHUH�KDYH�EHHQ�FRQWLQ�
XHG�DWWHPSWV�WR�EORFN�LW�DQG�HYHQ�SROLWLFDO�SUHVVXUH�RQ�VRPH�(8�FRXQWULHV��OLNH�+XQJDU\��WKDW�KDG�FKRVHQ�
WR�HQKDQFH�WKHLU�IXWXUH�HQHUJ\�VHFXULW\�E\�VXSSRUWLQJ�LW��,Q�IDFW��EORFNLQJ�¿QDOO\�EHFDPH�VXFFHVVIXO�DQG�
RQ�'HFHPEHU����������*D]SURP�WRRN�WKH�GHFLVLRQ�WR�VWRS�6RXWK�6WUHDP�DQG�WR�UHSODFH�LW�E\�H[SDQVLRQ�
RI�WKH�%OXH�6WUHDP�WR�7XUNH\��WKH�FRUUHVSRQGLQJ�DJUHHPHQW�EHWZHHQ�5XVVLD�DQG�7XUNH\�ZDV�VLJQHG�WKH�
VDPH�GD\��:KLOH�5XVVLD�KDV�SUDFWLFDOO\�QR�ORVVHV�IURP�WKLV�VXEVWLWXWLRQ��(8�HQHUJ\�VHFXULW\�LV�QRW�OLNHO\�
WR�LQFUHDVH�EHFDXVH�7XUNH\�ZLOO�KDYH�WRR�PXFK�PDUNHW�SRZHU�RYHU�WUDQVLW�HYHQ�WKRXJK�WKH�7KLUG�(QHUJ\�
SDFNDJH�RI�(8��ZKLFK�VKRXOG�SUHYHQW�WKLV��LV�QRZ�IRUPDOO\�UDWL¿HG�

&RQFOXVLRQV�DQG�3ROLF\�,PSOLFDWLRQV

*HRSROLWLFV�SOD\V�D�YHU\�LPSRUWDQW�UROH�LQ�WKH�QDWXUDO�JDV�LQGXVWU\�DQG�LW�KDSSHQV�RQ�VHYHUDO�OHYHOV��
7KH�¿UVW� OHYHO� FRPHV� IURP� WKH� LPSRUWDQFH� RI� JHRJUDSK\� IRU� JDV� VXSSO\� URXWHV�� ,I� WKH� GHOLYHU\� LV� E\�
SLSHOLQH��WKHQ�D�WUDQVLW�FRXQWU\�EHFRPHV�D�ORFDO�PRQRSROLVW�WKDW�FDQ�LQÀXHQFH�WKLV�VXSSO\�DQG�SOD\�UHQW�
VHHNLQJ�JDPHV��,Q�WKH�FDVH�RI�/1*��JHRSROLWLFV�SOD\V�D�OHVVRU�UROH��VLQFH�WKHUH�DUH�PDQ\�VHD�URXWHV�WR�
FRQQHFW�WZR�SDUWLFXODU�SRUWV��EXW�LW�FDQ�VWLOO�SOD\�D�UROH�LI�FRQWURO�RYHU�VRPH�YLWDO�VWUDLWV�RU�FKDQQHOV�FDQ�
WDNH�D�QRQ�HFRQRPLF�IRUP�
,Q�WKH�\HDU������JHRSROLWLFV�EHFDPH�HYHQ�PRUH�LPSRUWDQW��%HIRUH������ZH�VDZ�LW�DV�D�OLPLW�WR�,UDQLDQ�



���_�� 6HFRQG�4XDUWHU�����

DFFHVV� WR�JOREDO�PDUNHWV� IRU� LWV�QDWXUDO�JDV� �RQO\�7XUNPHQLVWDQ�DQG�7XUNH\�KDG�JDV� WUDGH�ZLWK�,UDQ���
ZKLOH�VDQFWLRQV�DJDLQVW�5XVVLD��IROORZLQJ�LWV�SROLF\�UHJDUGLQJ�8NUDLQH��DUH�EULQJLQJ�D�WKUHDW�WR�IXWXUH�JDV�
WUDGH�EHWZHHQ�5XVVLD�DQG�(8��7KH�UHDVRQ�LV�IDU�IURP�HFRQRPLF��PRUHRYHU��LW�FRQWUDGLFWV�DOO�SULQFLSOHV�
RI�IUHH�WUDGH��5XVVLD�LV�DOUHDG\�ORRNLQJ�WRZDUGV�&KLQD��DQG�WZR�ORQJ�WHUP�FRQWUDFWV��IRU����DQG����EFP�
\HDU��WKDW�ZLOO�PDNH�&KLQD�WKH�ODUJHVW�EX\HU�IURP�5XVVLD�DIWHU�FRQVWUXFWLRQ�RI�WKH�UHODWHG�SLSHOLQHV�
:KDW�ZLOO�WKLV�LPSO\�IRU�(XURSH"�'HVSLWH�ZLGHVSUHDG�WDON�DERXW�SOHQW\�RI�FKHDS�/1*�IURP�WKH�86$�

VRRQ�� WKRVH�YROXPHV� FDQQRW� VXEVWLWXWH� IRU�5XVVLDQ�JDV��7KH�SRVVLELOLW\�RI�1RUZHJLDQ�JDV� VXSSO\� DUH�
OLPLWHG��DQG�QHZ�/1*�SURMHFWV�LQ�$IULFD�DQG�$XVWUDOLD�ZLOO�VXSSO\�JDV�DW�SULFHV�DERYH�FXUUHQW�(XURSHDQ�
UDWHV��GXH�WR�KLJK�WUDQVLW�FRVWV��0HDQZKLOH�*HUPDQ\�SXVKHV�IRU�WRR�PXFK�H[SHQVLYH�UHQHZDEOH�HQHUJ\�
ZLWK�D�ORW�RI�FRDO�LQ�HOHFWULFLW\�SURGXFWLRQ��PDNLQJ�LWV�WUDQVLWLRQ�WR�D�ORZHU�FDUERQ�ZRUOG�PRUH�H[SHQVLYH�

)RRWQRWH
��ŚƩƉ͗ͬͬǁǁǁ͘ĞŝĂ͘ŐŽǀͬƚŽĚĂǇŝŶĞŶĞƌŐǇͬĚĞƚĂŝů͘ĐĨŵ͍ŝĚсϭϱϰϭϭ

/LWHUDWXUH

1DWXUDO�*DV�DQG�*HRSROLWLFV��)URP������ WR�������'�9LFWRU��$�-DIIH��0�+D\HV��(GV���&DPEULGJH�8QLYHUVLW\�
3UHVV�������

3LUDQL�6LPRQ��-DPHV�+HQGHUVRQ��$QRXN�+RQRUH��+RZDUG�5RJHUV�DQG�.DWMD�<D¿PDYD��������:KDW�WKH�8NUDLQH�
FULVLV�PHDQV�IRU�JDV�PDUNHWV����:3�RI�2[IRUG�,QVWLWXWH�IRU�HQHUJ\�6WXGLHV�

6KDUSOHV�-���-XJGH�$���������5XVVLDQ�JDV�VXSSOLHV�WR�(XURSH��WKH�
OLNHOLKRRG��DQG�SRWHQWLDO� LPSDFW��RI� WKH� LQWHUUXSWLRQ� LQ�JDV� WUDQVLW� WR�
(XURSH��±�7KH�(XURSHDQ�*HRSROLWLFDO�)RUXP����WK�0DUFK��KWWS���JSI�
HXURSH�FRP�IRUXP�"EORJ HQHUJ\	LG ���

:(2������,($�
:LUO� )��� <HJRURY� <�� ������� 8NUDLQLDQ� *DV� 7UDQVLW� *DPH��

=HLWVFKULIW�IXU�(QHUJLHZLUWVFKDIW��LVV����S���������
<HJRURY�<���:LUO�)�� �������*DV�7UDQVLW��*HRSROLWLFV�DQG�(PHU�

JHQFH�RI�*DPHV�ZLWK�$SSOLFDWLRQ�WR�&,6�&RXQWULHV��86$((���,$((�:3�
�����������)HEUXDU\����������S���KWWS���VVUQ�FRP�DEVWUDFW ����������

<HJRURY�<���:LUO�)���������*DV�7UDQVSRUWDWLRQ��*HRSROLWLFV�DQG�
)XWXUH�0DUNHW�6WUXFWXUH��)XWXUHV��������Y���������S�����������

�KWWS���G[�GRL�RUJ���������M�IXWXUHV������������
<HJRURY�<���:LUO� )�� ������� 6PRRWK�7UDQVLWLRQ� WR�/RZ�&DUERQ�

:RUOG�ZLWK�2SWLPDO�3ROLFLHV�IRU�1DWXUDO�*DV�DQG�5HQHZDEOH�(QHUJLHV��
SUHVHQWDWLRQ�DW� WKH���WK�,$((�(XURSHDQ�(QHUJ\�&RQIHUHQFH��5RPH��
,WDO\��������2FWREHU������

&DUHHUV��(QHUJ\�(GXFDWLRQ�
DQG�6FKRODUVKLSV�2QOLQH�
'DWDEDVHV

,$((� LV� SOHDVHG� WR� KLJKOLJKW� RXU� RQOLQH� FD�UHHUV�GDWDEDVH��ZLWK�VSHFLDO�IRFXV�RQ�JUDGX�
DWH� SRVLWLRQV�� � 3OHDVH� YLVLW� KWWS���ZZZ�LDHH�
RUJ�HQ�VWXGHQWV�VWXGHQWBFDUHHUV�DVS�IRU�D�OLVW�
LQJ�RI�HPSOR\PHQW�RSSRUWXQLWLHV�
(PSOR\HUV�DUH�LQYLWHG�WR�XVH�WKLV�GDWDEDVH��

DW�QR�FRVW��WR�DGYHUWLVH�WKHLU�JUDGXDWH��VHQLRU�
JUDGXDWH� RU� VHDVRQHG� SURIHVVLRQDO� SRVLWLRQV�
WR� WKH� ,$((�PHPEHUVKLS� DQG� YLVLWRUV� WR� WKH�
,$((� ZHEVLWH� VHHNLQJ� HPSOR\PHQW� DVVLV�
WDQFH���
7KH� ,$((� LV� DOVR� SOHDVHG� WR� KLJKOLJKW� WKH�

(QHUJ\�(FRQRPLFV�(GXFDWLRQ�GDWDEDVH�DYDLO�
DEOH� DW� KWWS���ZZZ�LDHH�RUJ�HQ�VWXGHQWV�HHH�
DVS[��0HPEHUV�IURP�DFDGHPLD�DUH�NLQGO\�LQ�
YLWHG�WR�OLVW��DW�QR�FRVW��JUDGXDWH��SRVWJUDGXDWH�
DQG�UHVHDUFK�SURJUDPV�DV�ZHOO�DV�WKHLU�XQLYHU�
VLW\�DQG�UHVHDUFK�FHQWHUV� LQ� WKLV�RQOLQH�GDWD�
EDVH���)RU�VWXGHQWV�DQG�LQWHUHVWHG�LQGLYLGXDOV�
ORRNLQJ�WR�HQKDQFH�WKHLU�NQRZOHGJH�ZLWKLQ�WKH�
¿HOG�RI�HQHUJ\�DQG�HFRQRPLFV��WKLV�LV�D�YDOX�
DEOH�GDWDEDVH�WR�UHIHUHQFH�
)XUWKHU�� ,$((�KDV� DOVR� ODXQFKHG� D�6FKRO�

DUVKLS�'DWDEDVH��RSHQ�DW�QR�FRVW�WR�GLIIHUHQW�
JUDQWV� DQG� VFKRODUVKLS� SURYLGHUV� LQ� (QHUJ\�
(FRQRPLFV� DQG� UHODWHG� ¿HOGV�� � 7KLV� LV� DYDLO�
DEOH� DW� KWWS���ZZZ�LDHH�RUJ�HQ�VWXGHQWV�/LVW�
6FKRODUVKLSV�DVS[���
:H� ORRN� IRUZDUG� WR� \RXU� SDUWLFLSDWLRQ� LQ�

WKHVH�QHZ�LQLWLDWLYHV�
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�����,QWHUQDWLRQDO�0HHWLQJ�LQ�1RUZD\��3ODQQLQJ�:HOO�8QGHUZD\
6FKHGXOHG� IRU���� WR����-XQH������� LQ�%HUJHQ��

1RUZD\��WKH�,$((¶V�,QWHUQDWLRQDO�PHHWLQJ�ZLOO�EH�
KRVWHG� E\� WKH� 1RUZHJLDQ� 6FKRRO� RI� (FRQRPLFV�
�1++��
$W�D�OXQFKHRQ�SODQQLQJ�PHHWLQJ�RQ�)HEUXDU\����

3DVW�3UHVLGHQW��(LQDU�+RSH��ZKR�KHDGV�WKH�PHHW�
LQJ�DQG�3URIHVVRU�*XQQDU�(VNHODQG��KHDG�RI� WKH�
3URJUDPPH�&RPPLWWHH�PHW�ZLWK�1++�UHVHDUFK�
HUV�IURP�YDULRXV�¿HOGV�WR�VWDUW�WKH�SODQQLQJ�SKDVH�
RI� WKH� FRQIHUHQFH�� 7KH� PHHWLQJ� JDYH� WKH� 1++�
VFKRODUV�WKH�RSSRUWXQLW\�WR�SURYLGH�LQSXW�RQ�YDUL�
RXV�WRSLFV�DQG�GLVFXVV�WKH�EHVW�DSSURDFKHV�IRU�HQ�
VXULQJ�WKH�PDMRU�VSHHFKHV�DUH�JLYHQ�E\�VSHDNHUV�
ZLWK�LQWHUQDWLRQDO�SUR¿OHV�
³:H�KDYH�DOUHDG\�VHQW�RXW�LQYLWDWLRQV�WR�WRS�

SHRSOH�´�VDLG�(VNHODQG��ZKR�LV�3URIHVVRU�LQ�WKH�
'HSDUWPHQW�RI�%XVLQHVV�DQG�0DQDJHPHQW�6FL�
HQFH�

3URIHVVRU�(PHULWXV�(LQDU�+RSH�LV�LQ�FKDUJH�RI�WKH�ZRUN�RQ�WKH�,$((�
&RQIHUHQFH�WR�EH�KHOG�DW�1++�LQ�������+H�SURYLGHG�LQIRUPDWLRQ�DERXW�
WKH�SUHOLPLQDU\�SODQV�DW�D�OXQFK�IRU�D�QXPEHU�RI�UHVHDUFKHUV�IURP�
VHYHUDO�GHSDUWPHQWV�
)RWR��+HOJH�6NRGYLQ

7KH�,$((������FRQIHUHQFH�FRPPLWWHH�DW�1++��IURP�WKH�OHIW���3URIHVVRU�
(PHULWXV�DQG�OHDGHU�RI�WKH�FRQIHUHQFH�(LQDU�+RSH��RUJDQLVDWLRQDO�OHDGHU�/LQGD�
5XG��SURIHVVRU�DQG�OHDGHU�RI�WKH�SURJUDPPH�FRPPLWWHH�*XQQDU�6��(VNHODQG��
3K'�VWXGHQW�DQG�VWXGHQW�UHSUHVHQWDWLYH�IRU�WKH�1RUZHJLDQ�$VVRFLDWLRQ�IRU�
(QHUJ\�(FRQRPLFV��/LVD�0��$VVPDQQ��DQG�2OJD�3XVKNDVK��DGPLQLVWUDWLYH�
FRRUGLQDWRU�IRU�WKH�FRQIHUHQFH�
)RWR��+HOJH�6NRGYLQ
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)DLOLQJ�WR�UHVWRUH�KHDOWK\�LQYHVWPHQW�WR�WKH�HQHUJ\�VHFWRU�DQG�WR�SUHVHUYH�IUHH�WUDGH�
DUH�WZR�RI�WKH�ELJJHVW�ULVNV�KXPDQV�IDFH�WRGD\�

6XUYLYLQJ�WKH�6WRUP�LV�DQ�DQDO\VLV��XQGHUWDNHQ�E\�WKH�:LQGVRU�(QHUJ\�*URXS�RYHU�WKH�SDVW����\HDUV��IRFXVLQJ�
RQ�WKH�DYDLODELOLW\�RI�DQ�DPSOH�JOREDO�HQHUJ\�VXSSO\�RYHU�WKH�QH[W����WR����\HDUV��,W�FKDUWV�D�ZD\�WKURXJK�WKH�
VWRUP�EXW�ZDUQV�RI�WKH�PDQ\�SROLWLFDO�FRQIOLFWV�DQG�HFRQRPLF�REVWDFOHV�ORRPLQJ��
:LWK�WKH�HIIHFWV�RI�FOLPDWH�FKDQJH�DQG�WKH�JURZLQJ�GDPDJH�WR�WKH�(DUWK¶V�DWPRVSKHUH��FDWDVWURSKH�VHHPV��DW�
ILUVW�VLJKW�LQHYLWDEOH��7KH�LPSDFW�RQ�LQWHUQDWLRQDO�WUDGH��HFRQRPLF�JURZWK�DQG�IRRG�VXSSO\�FRXOG�EH�FULWLFDO��
:LWK�D�VWHDGLO\�ULVLQJ�JOREDO�SRSXODWLRQ�DQG�WKH�HYHU�ZLGHQLQJ�H[SHFWDWLRQV�RI�WKH�ELOOLRQV�ZKR�OLYH�LQ�WKH�QRQ�
2(&'�GHYHORSLQJ�ZRUOG��LW�LV�VDIH�WR�DVVXPH�WKDW�WKHLU�JOREDO�FRQVXPSWLRQ�RI�SULPDU\�HQHUJ\�FRXOG�FRPH�FORVH�
WR�GRXEOLQJ�ZLWKLQ�WKH�FRPLQJ�\HDUV��
:KHUH�LV�DOO�WKLV�HQHUJ\�JRLQJ�WR�EH�IRXQG"�$OWHUQDWLYH�HQHUJ\�LV�VWUXJJOLQJ�KDUG�WR�KDQJ�RQ�WR�LWV�WLQ\�VKDUH�RI�
WKH�JOREDO�HQHUJ\�PL[��6FLHQWLILF�UHVHDUFK�VKRZV�WKH�GLUH�FRQVHTXHQFHV�RI�GRLQJ�QRWKLQJ�DQG�WKH�SUHVVLQJ�QHHG�
WR�DFFHOHUDWH�WKH�SDFH�RI�GHYHORSLQJ�PXFK�PRUH�HIILFLHQW�DQG�HQHUJ\�VDYLQJ�WHFKQRORJ\��
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+RZHYHU��ZH�ZLOO�KDYH�WR�PDLQWDLQ�WKH�FXUUHQW�PRPHQWXP�RI�SURGXFWLRQ�RI�WKHVH�IRVVLO�EDVHG�IXHOV�DQG�WR�
LQYHVW�KHDYLO\�LQ�H[SDQGLQJ�WKHLU�FDSDFLW\��7KH�EDG�QHZV�LV�WKDW�ZH�FDQ�RQO\�DFKLHYH�WKLV�LI�ZH�FDQ�
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\HDUV�RU�VR� WR�DYRLG�FDWDVWURSKLF�FKDQJHV� LQ�FOLPDWH�VXFK�DV�
WKH�EUHDNLQJ�GRZQ�RI� WKH�*XOI�6WUHDP�DQG�GLVUXSWLRQ�RI� WKH�
PRQVRRQV�� QRW� WR� PHQWLRQ� FKDRWLF� FRQGLWLRQV� IRU� ZRUOG�
DJULFXOWXUH�´��

/RUG�2[EXUJK�RI�/LYHUSRRO�

³2XU�ZRUOG�LV�LQGHHG�EHLQJ�HQGDQJHUHG�DQG�PXFK�KDUP�EHLQJ�
GRQH�WR�RXU�HQYLURQPHQW�DQG�WR�IXWXUH�JHQHUDWLRQV�WKURXJK�
WKH�HQHUJ\�DQG�IDLOHG�FOLPDWH�SROLFLHV�WKDW�KDYH�EHHQ�
SXUVXHG�´��
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+(�.KDOHG�$O�'XZDLVDQ�

³,QYHVWPHQW�LQ�QHZ�HQHUJ\�SURMHFWV�KDV�VORZHG�XS�MXVW�DV�WKH��
QHHG�WR�DFFHOHUDWH�KDV�EHFRPH�XUJHQW��7KH�SUHVHQW�VWUXFWXUH�
RI�JOREDO�FRRUGLQDWLRQ�DQG�VXUYHLOODQFH�LV�GHUHOLFW��1HZ�
WKLQNLQJ�VKRXOG�LQFOXGH�D�*OREDO�(QHUJ\�%DQN�´��
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³7KH�RXWFRPH�RI�WKH�VWUXJJOH�DJDLQVW�,6,6�DQG�WKH�IXWXUH�RI�
86�,UDQLDQ�UHODWLRQV�ZLOO�KDYH�D�PDMRU�LPSDFW�RQ�PHGLXP��WR�
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VXSSO\�DQG�SULFH�WR�WKHLU�RZQ�DGYDQWDJH�´��

3DXO�7HPSHVW�

³:KDW�LV�QHHGHG�QRZ�LV�WKH�GHFODUDWLRQ�RI�D�SRZHUIXO�FOLPDWH�
LQLWLDWLYH�E\�-DSDQ�´��

3URIHVVRU�7DWVXR�0DVXGD�

³���ZH�LQ�WKH�%ULWLVK�,VOHV�DUH�LQ�HQHUJ\�FKDRV��1RQH�RI�RXU�
REMHFWLYHV�ZLOO�EH�UHDFKHG��$OO�DUH�VHYHUHO\�WKUHDWHQHG�´�

/RUG�+RZHOO�RI�*XLOGIRUG�

27+(5�32,176��$�VWURQJ�5XVVLD�,UDQ�DOOLDQFH��HVFDODWLRQ�
RI�ILJKWLQJ�LQ�WKH�/HYDQW��5XVVLD�&KLQD�FRQIURQWDWLRQ�RU�
HFRQRPLF�FROODSVHV�LQ�(XURSH�FRXOG�VKDWWHU�FXUUHQW�ORQJ�WHUP�
DVVXPSWLRQV�DQG�VHULRXVO\�GDPDJH�JOREDO�HQHUJ\�PDUNHWV�
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