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7KH (XURSHDQ %DQN IRU 5HFRQVWUXFWLRQ DQG 'HYHORSPHQW �(%5'� LV D XQLTXH
LQVWLWXWLRQ ZLWK DQ LQVSLULQJ DQG FKDOOHQJLQJ PDQGDWH� , ORRN EDFN RQ WKH VL[ \HDUV
, VSHQW ZLWK \RX DV D PRVW SURGXFWLYH DQG FKHHUIXO SHULRG RI P\ ZRUNLQJ OLIH�
$QG LW LV D JUHDW KRQRXU WR JLYH D OHFWXUH EHDULQJ WKH QDPH RI -DFTXHV GH
/DURVLqUH� /LNH PDQ\ RI \RX� , OHDUQHG HQRUPRXVO\ IURP KLP DQG RZH KLP DQ
LPPHQVH GHEW� $QG HYHQ DV EDQNHUV� ZH PXVW UHFRJQL]H WKDW WKHUH DUH VRPH GHEWV
WKDW LW LV D SULYLOHJH WR EHDU� -DFTXHV LV D YHU\ VSHFLDO ILJXUH LQ WKH LQWHUQDWLRQDO
FRPPXQLW\� +H LV VRPHRQH ZKR� WKURXJK KLV RXWVWDQGLQJ DELOLWLHV� SHUVRQDOLW\�
GHGLFDWLRQ DQG FKDUP� KDV FKDQJHG WKH VKDSH RI GHYHORSPHQW DQG SURJUHVV LQ WKH
JOREDO HFRQRP\ RI WKH ODVW ILIW\ \HDUV� *LYLQJ WKLV OHFWXUH LQ KLV QDPH PHDQV D
JUHDW GHDO WR PH� DQG , ZRXOG OLNH WR WKDQN -HDQ /HPLHUUH DQG WKH ([HFXWLYH
&RPPLWWHH RI WKH (%5' IRU WKH LQYLWDWLRQ�

���,QWURGXFWLRQ�DQG�WKH�LVVXHV�

0\ VXEMHFW LV LQYHVWPHQW DQG SRYHUW\ DQG� LQ SDUWLFXODU� WKH UROH RI WKH
LQWHUQDWLRQDO ILQDQFLDO LQVWLWXWLRQV �,),V� LQ SURPRWLQJ WKH RQH DQG RYHUFRPLQJ WKH
RWKHU� 7KH :RUOG %DQN·V REMHFWLYH LV WR ILJKW WR RYHUFRPH SRYHUW\ LQ FOLHQW
FRXQWULHV� $Q LQFUHDVLQJ SURSRUWLRQ RI WKH :RUOG %DQN·V WRWDO OHQGLQJ LV LQ WKH
IRUP RI SURJUDPPDWLF ORDQV WR JRYHUQPHQWV� GHVLJQHG WR VXSSRUW FKDQJH LQ WKH

                                                     
� 'HOLYHUHG DW WKH ��WK $QQXDO 0HHWLQJ RI WKH %RDUG RI *RYHUQRUV RI WKH (%5'� /RQGRQ� $SULO �����
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HFRQRP\ DV D ZKROH RU LQ D PDMRU VHFWRU� 7KH (%5'·V REMHFWLYH LV WR SURPRWH
WUDQVLWLRQ WR D PDUNHW HFRQRP\� ,W LQYHVWV PRVWO\ LQ WKH SULYDWH VHFWRU� ODUJHO\
WKURXJK WKH ILQDQFLQJ RI SURMHFWV� 7KH :RUOG %DQN·V GHYHORSPHQW VWUDWHJ\ VWDQGV

RQ WZR EURDG SLOODUV� ��� EXLOGLQJ DQ LQYHVWPHQW FOLPDWH IRU LQYHVWPHQW DQG
JURZWK� DQG ��� WKH HPSRZHUPHQW RI SRRU SHRSOH WR SDUWLFLSDWH LQ JURZWK� 7KH
(%5'·V VWUDWHJ\ IRFXVHV RQ WKH WUDQVLWLRQ LPSDFW RI LWV LQGLYLGXDO SURMHFWV DQG LWV
RYHUDOO SRUWIROLR� %RWK PXVW RSHUDWH DFFRUGLQJ WR VRXQG EDQNLQJ SULQFLSOHV
�DOWKRXJK ZH PLJKW KDYH VOLJKWO\ GLIIHUHQW SHUFHSWLRQV RI ZKDW FRQVWLWXWHV VRXQG
EDQNLQJ�� DQG ERWK VKRXOG H[WHQG WKH ERXQGDULHV RI ZKDW WKH SULYDWH VHFWRU FDQ RU
LV ZLOOLQJ WR GR� 2I FRXUVH� SXVKLQJ RXW IURQWLHUV RIWHQ LQYROYHV ZKDW HFRQRPLVWV
FDOO H[WHUQDOLWLHV �EHQHILWV WR RWKHUV IRU ZKLFK \RX DUH QRW UHZDUGHG�� ,W DOVR RIWHQ
LQYROYHV WDNLQJ ULVNV EH\RQG WKRVH WKDW SULYDWH�VHFWRU PDUNHW SDUWLFLSDQWV ZLOO
DFFHSW� )RU WKHVH UHDVRQV� WKLV UROH RI SXVKLQJ RXW IURQWLHUV UHTXLUHV D SXEOLF
LQVWLWXWLRQ�

7KLV OHFWXUH ZLOO H[DPLQH WKH NH\ OLQNV EHWZHHQ WKH LQYHVWPHQW FOLPDWH DQG
SRYHUW\ UHGXFWLRQ� ,Q GRLQJ VR� , ZLOO DUJXH WKDW D FRPELQDWLRQ RI WKH SKLORVRSKLHV
DQG DSSURDFKHV WR GHYHORSPHQW HPERGLHG LQ WKHVH WZR LQWHUQDWLRQDO EDQNV� WKH
(%5' DQG WKH :RUOG %DQN� FDQ SURYLGH D SRZHUIXO ERRVW WR SUR�SRRU JURZWK� ,
ZLOO PDNH WKH FDVH WKDW DQ DFWLYLVW DSSURDFK E\ SXEOLF LQVWLWXWLRQV FDQ KHOS
SURPRWH D G\QDPLF IRUP RI D FDSLWDOLVW V\VWHP WKDW \LHOGV VWURQJ EHQHILWV IRU SRRU
SHRSOH� ,QGHHG� WKHVH EHQHILWV PD\ JR IDU EH\RQG WKRVH OLNHO\ WR EH DFKLHYHG E\ D
SXEOLF SROLF\ WKDW DWWHPSWV WR EH SXUHO\ SHUPLVVLYH RU SDVVLYH WRZDUGV SULYDWH
VHFWRU GHYHORSPHQW� :H KDYH WR VHH RXU WZR LQWHUQDWLRQDO ILQDQFLDO LQVWLWXWLRQV DV
DJHQWV RI FKDQJH�

7KH ZRUG ¶LQYHVWPHQW· LQ RXU WLWOH ZLOO HYRNH PHPRULHV� LQ VRPH� RI WKH

GHYHORSPHQW SKLORVRSKLHV RI WKH ����V DQG ����V� ZKHQ WKH HPSKDVLV ZDV RQ
JURZWK WKURXJK FDSLWDO DFFXPXODWLRQ� 7KHUH ZDV PLVWUXVW RI WKH SULYDWH VHFWRU
DQG OLWWOH PHQWLRQ RI HQWUHSUHQHXUVKLS RU VRFLDO LQFOXVLRQ� 7KXV GHYHORSPHQW
DVVLVWDQFH ZDV VHHQ SULPDULO\ DV WKH WUDQVIHU RI FDSLWDO WR WKH FRXQWULHV UHFHQWO\
HPHUJLQJ IURP FRORQLDOLVP DQG DVSLULQJ WR MRLQ WKH UDQNV RI LQGXVWULDOL]HG
FRXQWULHV� 6LQFH WKRVH HDUO\ GD\V RI GHYHORSPHQW HFRQRPLFV� , KRSH WKDW ZH KDYH
OHDUQHG PXFK�

0\ HPSKDVLV KHUH ZLOO EH YHU\ GLIIHUHQW IURP WKRVH HDUOLHU PRGHOV DQG ZLOO EH�
ILUVW� RQ JURZWK GULYHQ E\ WKH SULYDWH VHFWRU DQG� VHFRQG� RQ KRZ WR HPSRZHU
SRRU SHRSOH VR WKDW WKH\ FDQ SDUWLFLSDWH VWURQJO\ LQ WKH SURFHVV RI JURZWK� %RWK
HOHPHQWV DUH FUXFLDO IRU ILJKWLQJ SRYHUW\� 1RW RQO\ LV WKH SULYDWH VHFWRU WKH PDLQ
HQJLQH RI DJJUHJDWH JURZWK� LW LV DOVR WKH PDLQ SURYLGHU RI HFRQRPLF DFWLYLW\ IRU
SRRU SHRSOH� 2I WKH ZRUOG·V ��� ELOOLRQ SHRSOH ZKR OLYH RQ OHVV WKDQ �� D GD\� RQO\
D PLQXWH IUDFWLRQ ZRUN LQ WKH SXEOLF VHFWRU� 7KXV JURZWK RI WKH SULYDWH VHFWRU LV
YLWDO WR WKH UHGXFWLRQ RI SRYHUW\� %XW SRRU SHRSOH RIWHQ IDFH HQRUPRXV REVWDFOHV LQ
UHDOL]LQJ HFRQRPLF RSSRUWXQLWLHV� $QG WKHUH DUH PDQ\ PRUH GLPHQVLRQV RI
SRYHUW\ EH\RQG WKH ODFN RI LQFRPH DVVRFLDWHG ZLWK WKH ODFN RI HFRQRPLF
RSSRUWXQLW\� )RU ERWK WKHVH UHDVRQV� DQ DWWDFN RQ SRYHUW\ LV YDVWO\ PRUH
VXFFHVVIXO LI LW DOVR IRFXVHV RQ HPSRZHULQJ SRRU SHRSOH WR VKDSH WKHLU RZQ OLYHV�
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WKURXJK RSSRUWXQLWLHV IRU HGXFDWLRQ� KHDOWK FDUH� DQG SDUWLFLSDWLQJ LQ WKH NH\
GHFLVLRQV WKDW DIIHFW WKHP DQG WKHLU IDPLOLHV�

7KH VWUDWHJ\ IRU GHYHORSPHQW , KDYH MXVW GHVFULEHG VRXQGV� , KRSH� YHU\
SODXVLEOH� LQGHHG DOPRVW REYLRXV� %XW WKLV GHVFULSWLRQ LV IDLUO\ QHZ DQG LV QRW
XQLYHUVDOO\ DFFHSWHG� $W WKH VDPH WLPH� LW EXLOGV RQ WKH LQWHOOHFWXDO FDSLWDO
EHTXHDWKHG E\ GHYHORSPHQW SLRQHHUV ² WKRVH SLRQHHUV ZKR� WR SDUDSKUDVH
'DQWH·V GHVFULSWLRQ RI 9LUJLO LQ KLV 3XUJDWRU\ �&DQWR ;;,,�� ¶ZDONHG DW QLJKW�
FDUU\LQJ WKH ODQWHUQ EHKLQG� RI QR KHOS WR WKHPVHOYHV EXW LOOXPLQDWLQJ WKRVH ZKR
IROORZ EHKLQG�· ,QGHHG� PDQ\ RI WKH DUJXPHQWV WKDW , ZLOO DGYDQFH KHUH ZLOO EXLOG
RQ WKRVH WKDW -DFTXHV GH /DURVLqUH GHYHORSHG DQG FKDPSLRQHG LQ KLV RZQ ZD\
GXULQJ KLV WLPH DW WKH )UHQFK 7UHDVXU\� WKH ,0)� WKH %DQTXH GH )UDQFH DQG WKH
(%5'� +H KDV DOZD\V SUHWHQGHG WKDW KH LV QHLWKHU DQ HFRQRPLVW QRU D
SKLORVRSKHU� EXW WKRVH RI XV ZKR ORYH WKRVH VXEMHFWV DQG VHH WKHP DV IXQGDPHQWDO
DJHQWV RI FKDQJH KDYH DOZD\V NQRZQ WKDW KH LV ERWK�

���,QYHVWPHQW�FOLPDWH�

2.1 What does it mean? 

:KDW GR ZH PHDQ E\ ¶LQYHVWPHQW FOLPDWH·" %\ ¶LQYHVWPHQW FOLPDWH·� , PHDQ WKH
SROLF\� LQVWLWXWLRQDO� DQG EHKDYLRXUDO HQYLURQPHQW� ERWK SUHVHQW DQG H[SHFWHG�
WKDW DIIHFWV WKH UHWXUQV DQG ULVNV DVVRFLDWHG ZLWK LQYHVWPHQW� 7KH QRWLRQ RI
LQYHVWPHQW FOLPDWH IRFXVHV RQ TXHVWLRQV RI LQVWLWXWLRQV� JRYHUQDQFH� DQG SROLFLHV
WKDW DIIHFW QRW MXVW WKH OHYHO RI FDSLWDO LQYHVWPHQWV EXW DOVR WKH SURGXFWLYLW\ RI
H[LVWLQJ LQYHVWPHQWV ² LQGHHG RI DOO IDFWRUV RI SURGXFWLRQ ² DQG WKH ZLOOLQJQHVV WR
PDNH SURGXFWLYH LQYHVWPHQWV IRU WKH ORQJHU WHUP�

6HHQ LQ WKLV EURDG ZD\� WKH LQYHVWPHQW FOLPDWH FOHDUO\ GHSHQGV RQ PDQ\
GLIIHUHQW DVSHFWV RI SXEOLF DQG SULYDWH DFWLRQ� ,W LV XVHIXO WR JURXS WKHVH IDFWRUV
XQGHU WKUHH EURDG KHDGLQJV�

x )LUVW� ZH KDYH PDFURHFRQRPLF VWDELOLW\ DQG RSHQQHVV� 7KHVH HPERG\ WKH
JRRG VHQVH RI VRXQG� LI VWDQGDUG� HFRQRPLF SUHVFULSWLRQV LQ PDFUR DQG
WUDGH SROLF\�

x 6HFRQG� ZH KDYH D VHW RI LVVXHV WKDW ZH FDQ JURXS XQGHU JRRG JRYHUQDQFH
DQG VWURQJ LQVWLWXWLRQV� 7KHVH LVVXHV ZLOO EH P\ PDLQ IRFXV KHUH� WKH\
LQFOXGH�
¾ JRYHUQPHQW LQVWLWXWLRQV DQG EHKDYLRXU� LQFOXGLQJ� EXUHDXFUDWLF

KDUDVVPHQW� HVSHFLDOO\ LQ WKH DGPLQLVWUDWLRQ RI UHJXODWLRQV DQG WD[HV�
WKH VWUHQJWK RI ILQDQFLDO LQVWLWXWLRQV� WKH UXOH RI ODZ �LQFOXGLQJ ODZ
HQIRUFHPHQW�� FRUUXSWLRQ DQG FULPH�

¾ WKH HIIHFWLYHQHVV RI WKH JRYHUQPHQW LQ SURYLGLQJ VRXQG UHJXODWRU\
VWUXFWXUHV IRU WKH SURPRWLRQ RI D FRPSHWLWLYH SULYDWH VHFWRU�

¾ WKH HIIHFWLYH SURYLVLRQ RI SXEOLF VHUYLFHV RU WKH IUDPHZRUN IRU VXFK
VHUYLFHV� DQG
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¾ WKH TXDOLW\ DQG SUHYDLOLQJ ZRUN FXOWXUH RI WKH ODERXU IRUFH�
x 7KH WKLUG EURDG DUHD LV WKH TXDOLW\ RI LQIUDVWUXFWXUH� LQFOXGLQJ SRZHU DQG

WHOHFRPPXQLFDWLRQV�

7KDW LV D ORQJ OLVW� DQG LW ORRNV IDLUO\ DOO�HQFRPSDVVLQJ� /HW XV WU\ WR JHW PRUH
FRQFUHWH E\ H[SORULQJ ZKDW LW PHDQV IRU HFRQRPLF DFWLYLW\ DW WKH PLFUR�OHYHO�

2.2 Why is it so important?  

7KH NH\ WR LPSURYLQJ WKH LQYHVWPHQW FOLPDWH FDQ EH VLPSO\ VWDWHG� LPSURYLQJ WKH
FRQQHFWLRQ EHWZHHQ VRZLQJ DQG UHDSLQJ� 7KLV LV QRW MXVW D SRLQW DERXW
PXOWLQDWLRQDOV DQG IRUHLJQ GLUHFW LQYHVWRUV� ,W LV� HYHQ PRUH LPSRUWDQWO\ �DQG
KHQFH WKH PHWDSKRU�� DOVR D VWRU\ RI WKH ORFDO OHYHO� RI WKH PLFUR�HQWUHSUHQHXU�
VPDOO EXVLQHVV SHUVRQ� RU IDUPHU� (YHU\ GD\ DV WKH\ ZRUN� WKHVH SHRSOH KDYH WR
PDNH GHFLVLRQV DERXW WKH LQYHVWPHQW RI WKHLU HIIRUW DQG UHVRXUFHV� $ NH\ WR WKHVH
LQYHVWPHQW GHFLVLRQV LV WKH LQYHVWRUV· VHQVH RI HIILFDF\ ² WKHLU DELOLW\ WR JHW RQ ZLWK
WKH MRE DQG VHH WKH UHZDUGV� &DQ LQYHVWRUV FDUU\ RXW WKHLU HIIRUWV DQG UHDS WKH
EHQHILWV� RU ZLOO WKLV LQYHVWPHQW EH IUXVWUDWHG E\ XQFHUWDLQW\� LQVWDELOLW\� DQG
SUHGDWLRQ" 7KH\ ZLOO UHDVRQDEO\ DVN� ¶:K\ VKRXOG , VRZ� LI , FDQQRW UHDS P\
KDUYHVW"·

*RYHUQPHQW FDQQRW JXDUDQWHH WKH KDUYHVW DJDLQVW DOO WKH QDWXUDO XQFHUWDLQWLHV
RI LQYHVWPHQW �DOWKRXJK WKH VRFLDO RUJDQL]DWLRQ RI LQVXUDQFH FDQ PLWLJDWH WKH ULVNV
RI QDWXUDO DGYHUVH HYHQWV�� %XW LW LV D IXQGDPHQWDO REOLJDWLRQ RI JRYHUQPHQW WR VHH
WKDW WKRVH ZKR VRZ ZLOO QRW EH DUELWUDULO\ GLVUXSWHG LQ WKHLU GDLO\ DFWLYLWLHV RU
UREEHG RI WKHLU KDUYHVW E\ RSSRUWXQLVWLF KXPDQ LQWHUYHQWLRQ� 7KLV LV HYHQ PRUH
LPSRUWDQW WKDQ WKH SURWHFWLRQ RI H[LVWLQJ SURSHUW\� EHFDXVH LW LV RQO\ E\ SURWHFWLQJ
WKH FRQQHFWLRQ EHWZHHQ LQYHVWPHQW DQG UHWXUQ WKDW QHZ SURSHUW\ ZLOO EH FUHDWHG�

7RR RIWHQ� ZH VHH VRFLHWLHV WKDW KDYH VWDJQDWHG LQ ORZ�OHYHO HTXLOLEULD EHFDXVH
RI D GHDUWK RI RSSRUWXQLWLHV RU LQFHQWLYHV IRU LQYHVWPHQW� 7KH JRYHUQPHQW PD\
SURWHFW WKH VWDWLF DFFXPXODWHG ZHDOWK RI WKH SDVW �ODUJH ODQGHG SURSHUW\� IRU
H[DPSOH�� DQG LQ VRPH FRXQWULHV LW KDV DFWHG DV WKH ¶HPSOR\HU RI ODVW UHVRUW�· %XW
XQOHVV LW WDNHV VWHSV WR HQFRXUDJH HQWUHSUHQHXULDO LQYHVWPHQW LQ WKH SULYDWH VHFWRU�
RU DW D PLQLPXP WR DYRLG VWLIOLQJ VXFK LQYHVWPHQW� VWURQJ JURZWK DQG SRYHUW\
UHGXFWLRQ DUH XQOLNHO\ WR HQVXH�

,Q PDQ\ FRXQWULHV RI WKH ZRUOG WKDW KDYH H[KLELWHG VORZ JURZWK� WKRVH ZKR
PLJKW PDNH HQWUHSUHQHXULDO LQYHVWPHQWV RI HQHUJ\ DQG UHVRXUFHV DUH OHIW WR EH WKH
SUH\ RI ¶EDQGLWV�· ERWK UHDO DQG PHWDSKRULFDO� $ QHYHU�HQGLQJ VWUHDP RI DUELWUDULO\
LPSRVHG UHQWV� WD[HV� IHHV� DQG RXWULJKW EULEHV DQG FRQILVFDWLRQV ZLOO GURZQ HYHQ
WKH PRVW GHGLFDWHG HQWUHSUHQHXUV� ZDVKLQJ DZD\ DOO WKH HQHUJ\ DQG G\QDPLVP
WKDW SRZHU HFRQRPLF JURZWK DQG OLIW SHRSOH RXW RI SRYHUW\� &UHDWLQJ D FOLPDWH�
WKHQ� LQ ZKLFK HQWUHSUHQHXUV DQG ILUPV FDQ GR JRRG EXVLQHVV LV FUXFLDO WR
HQFRXUDJLQJ WKH W\SHV RI LQYHVWPHQW DQG HFRQRPLF DFWLYLW\ WKDW OHDG WR ORQJ�WHUP�
VXVWDLQDEOH HFRQRPLF JURZWK�

7KLV LV HVSHFLDOO\ WUXH IRU VPDOO DQG PHGLXP�VL]HG HQWHUSULVHV �WKH 60(
VHFWRU�� $Q\RQH ZKR HPSKDVL]HV WKH LQYHVWPHQW FOLPDWH DOZD\V ULVNV EHLQJ
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ODEHOHG DV D QDUURZ�PLQGHG DGYRFDWH IRU ELJ EXVLQHVV� %XW LW LV 60(V ² DQG ,
LQFOXGH PLFURHQWHUSULVHV XQGHU WKLV UXEULF ² WKDW DFFRXQW IRU WKH PDMRULW\ RI ILUPV
DQG D ODUJH VKDUH RI HPSOR\PHQW LQ PRVW GHYHORSLQJ FRXQWULHV� LQFOXGLQJ
�DOWKRXJK WR D OHVVHU H[WHQW RQ DYHUDJH� WKH WUDQVLWLRQ HFRQRPLHV� )XUWKHUPRUH� LW
LV LQ 60(V� DQG , LQFOXGH DJULFXOWXUH KHUH� WKDW PRVW RI WKH ZRUOG·V SRRU SHRSOH
DUH ZRUNLQJ� %\ HQDEOLQJ D G\QDPLF 60( VHFWRU LQ ERWK UXUDO DQG XUEDQ DUHDV�
JRYHUQPHQWV FDQ VWUHQJWKHQ LQFRPH�JHQHUDWLQJ RSSRUWXQLWLHV IRU SRRU SHRSOH
ZKLOH UHGXFLQJ WKHLU YXOQHUDELOLW\ WR HFRQRPLF ULVNV�

7KHUH DUH VHYHUDO UHDVRQV IRU WKLV HPSKDVLV RQ 60(V� )LUVW� LQ UXUDO DUHDV� RII�
IDUP 60( HPSOR\PHQW FDQ SOD\ D YLWDO UROH LQ LQFRPH JURZWK DQG VWDELOLW\� ,Q
,QGLD� IRU H[DPSOH� RXU VXUYH\ UHVHDUFK VKRZV WKDW DERXW D WKLUG RI UXUDO
KRXVHKROGV· LQFRPH FRPHV IURP QRQ�IDUP VRXUFHV� PXFK RI LW IURP PLFUR� VPDOO�
RU PHGLXP�VL]HG ILUPV� $ VLPLODU IUDFWLRQ DSSOLHV WR LQFRPHV LQ WKH YLOODJH RI
3DODQSXU� ZKLFK P\ UHVHDUFK FROODERUDWRUV DQG , KDYH EHHQ IROORZLQJ FORVHO\
VLQFH ����� DQG ZKHUH RXU GDWD JR EDFN WR ����� 7KHVH LQFRPHV FRPH IURP D
YDULHW\ RI VHFWRUV� LQFOXGLQJ FRPPHUFH� PDQXIDFWXULQJ DQG VHUYLFHV� DQG WKH\
VWHP IURP UHJXODU DQG SDUW�WLPH ZDJH HPSOR\PHQW� DV ZHOO DV VHOI�HPSOR\PHQW�
9LOODJH VWXGLHV UHYHDO WKDW UXUDO KRXVHKROGV YDOXH VXFK QRQ�IDUP LQFRPHV KLJKO\�
QRW RQO\ EHFDXVH WKH\ FRQWULEXWH VLJQLILFDQWO\ WR RYHUDOO LQFRPH OHYHOV� EXW DOVR
EHFDXVH WKH\ FDQ UHGXFH WKH H[SRVXUH RI KRXVHKROGV WR SRWHQWLDOO\ GHYDVWDWLQJ
LQFRPH IOXFWXDWLRQV DVVRFLDWHG ZLWK EDG KDUYHVWV� $ VWURQJ LQYHVWPHQW FOLPDWH�
WKHQ� LV FHQWUDO WR WKH RII�IDUP 60( HPSOR\PHQW WKDW FDQ OHDG WR KLJKHU LQFRPHV
IRU WKH SRRU DV ZHOO DV GLYHUVLILFDWLRQ RI HFRQRPLF ULVNV�

6HFRQG� VPDOO�VFDOH DJULFXOWXUDO DFWLYLWLHV DUH WKHPVHOYHV YHU\ YXOQHUDEOH WR DQ
DGYHUVH LQYHVWPHQW FOLPDWH� 7KH\ VXIIHU DV PXFK� RU PRUH� WKDQ RWKHUV GR IURP
PDFUR�LQVWDELOLW\� ZHDN JRYHUQDQFH DQG PDOIXQFWLRQLQJ LQIUDVWUXFWXUH�

7KLUG� ZH DUH OLNHO\ WR VHH DQ LQFUHDVH LQ XUEDQ SRSXODWLRQV LQ GHYHORSLQJ
FRXQWULHV RI VRPH � ELOOLRQ RYHU WKH QH[W TXDUWHU�FHQWXU\� ,W ZLOO EH WKH 60(V LQ
XUEDQ DUHDV WKDW ZLOO QHHG WR FRQWLQXH WR SURYLGH HPSOR\PHQW RSSRUWXQLWLHV IRU
WKLV UDSLGO\ JURZLQJ XUEDQ SRSXODWLRQ�

)RXUWK� WKH H[SHULHQFH RI WKH (DVW $VLDQ FRXQWULHV� QRWDEO\ -DSDQ DQG &KLQD�
DQG RI WKH VXFFHVVIXO 3ROLVK DQG +XQJDULDQ WUDQVLWLRQV KDYH VKRZQ XV WKH JUHDW
LPSRUWDQFH RI 60(V �ERWK XUEDQ DQG UXUDO� LQ RYHUDOO HFRQRPLF GHYHORSPHQW DQG
LQ SURYLGLQJ HPSOR\PHQW IRU SRRU SHRSOH�

:H PXVW DOVR UHFRJQL]H WKDW WKH EHQHILWV RI JURZWK IRU 60(V JR ZD\ EH\RQG
WKH SURYLVLRQ RI HFRQRPLF RSSRUWXQLWLHV� 6PDOO ILUPV JLYH D EUHDGWK DQG GHSWK WR
SXEOLF YRLFH� ZKLFK LV VR LPSRUWDQW IRU WKH GHYHORSPHQW RI GHPRFUDWLF SURFHVVHV
LQ WKH ORQJ WHUP� 7KH\ SURYLGH D ELJ IUDFWLRQ RI WKH SRSXODWLRQ ZLWK D VWDNH LQ
VRFLHW\ DQG WKXV FDQ JHQHUDWH UHDO IRUFHV LQ IDYRXU RI VRXQG HFRQRPLF DQG
SROLWLFDO JRYHUQDQFH�

2.3 The dynamics of investment climate 

:H FDQ QRZ VHH RQH RI WKH NH\ ZD\V LQ ZKLFK WKH QHZ IRFXV RQ ¶LQYHVWPHQW
FOLPDWH· GLIIHUV IURP DQ HPSKDVLV RQ WKH RUGLQDU\ QRWLRQ RI ¶LQYHVWPHQW�· ,Q
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4XDOLWDWLYH $VSHFWV RI 7UDQVLWLRQ ,PSDFW RI 3URMHFWV� $ &KHFNOLVW
�6XPPDU\�
&RQWULEXWLRQV WR WKH VWUXFWXUH DQG H[WHQW RI PDUNHWV�

x *UHDWHU FRPSHWLWLRQ LQ WKH SURMHFW VHFWRU�

x ([SDQVLRQ RI FRPSHWLWLYH�PDUNHW LQWHUDFWLRQV LQ RWKHU VHFWRUV�
&RQWULEXWLRQV WR WKH LQVWLWXWLRQV DQG SROLFLHV WKDW VXSSRUW PDUNHWV�

x 0RUH ZLGHVSUHDG SULYDWH RZQHUVKLS�

x ,QVWLWXWLRQV� ODZV DQG SROLFLHV WKDW SURPRWH PDUNHW IXQFWLRQLQJ DQG
HIILFLHQF\�

&RQWULEXWLRQV WR PDUNHW�EDVHG FRQGXFW� VNLOOV DQG LQQRYDWLRQ�

x 7UDQVIHU DQG GLVSHUVLRQ RI VNLOOV�

x 'HPRQVWUDWLRQ RI QHZ UHSOLFDEOH EHKDYLRXU DQG DFWLYLWLHV�

x 6HWWLQJ VWDQGDUGV IRU FRUSRUDWH JRYHUQDQFH DQG EXVLQHVV FRQGXFW�
�$GDSWHG IURP 6WHUQ DQG /DQNHV� �����

FRQYHQWLRQDO WKHRU\� ¶LQYHVWPHQW· LV H[SHFWHG WR OHDG WR GLPLQLVKLQJ UHWXUQV� $V
PRUH LQYHVWPHQWV DUH PDGH LQ RQH SODFH� PDUJLQDO UHWXUQV GHFOLQH DQG QHZ
LQYHVWPHQW ZLOO VHHN RWKHU RXWOHWV� 'LPLQLVKLQJ UHWXUQV WKXV LPSOLHV WKDW
¶LQYHVWPHQW· LV VHOI�OLPLWLQJ LQ HDFK XVH� DV RSSRVHG WR VHOI�UHLQIRUFLQJ� DV ORQJ DV
RWKHU NH\ LQSXWV� LQFOXGLQJ WHFKQRORJ\� UHPDLQ XQFKDQJHG�

7KH LQYHVWPHQW FOLPDWH� LQ FRQWUDVW� FDQ EH SRVLWLYHO\ RU QHJDWLYHO\ VHOI�
UHLQIRUFLQJ� DQG WKXV FDQ JHQHUDWH HLWKHU SURVSHULW\ RU VWDJQDWLRQ� $V WKH
LQYHVWPHQW FOLPDWH LPSURYHV� WKH IURQWLHU RI RSSRUWXQLW\ H[SDQGV� H[LVWLQJ
LQYHVWPHQW EHFRPHV PRUH SURGXFWLYH� WKH UHZDUGV WR SURGXFWLYH EHKDYLRXU ULVH�
DQG WKXV WKH HFRQRP\ WHQGV WR DWWUDFW PRUH LQYHVWPHQW UDWKHU WKDQ OHVV� $ VRXQG
LQYHVWPHQW FOLPDWH OHDGV WR WKH NLQG RI VXVWDLQHG SURGXFWLYLW\ LPSURYHPHQWV DQG
YLEUDQW HQWUHSUHQHXUVKLS WKDW LQGXFHV D YLUWXRXV VSLUDO RI LQYHVWPHQW� JURZWK�
DQG SRYHUW\ UHGXFWLRQ� ,Q FRQWUDVW� ZKHUH WKH FOLPDWH IRU SURGXFWLYH LQYHVWPHQW LV
ODFNLQJ� ERWK UHSODFHPHQW DQG QHZ QHW LQYHVWPHQWV ZLOO VXIIHU LQ D SHUQLFLRXV
GRZQZDUG VSLUDO�

)RU H[DPSOH� GLG WKH UHIRUPV LPSOHPHQWHG E\ WUDQVLWLRQ HFRQRPLHV LQFUHDVH RU
GHFUHDVH SHRSOH·V VHQVH RI EHLQJ DEOH WR GHWHUPLQH WKHLU RZQ OLYHV" ,Q WRR PDQ\
FDVHV� JRYHUQPHQWV XVHG WKH UKHWRULF RI UHIRUP WR MXVWLI\ DOO VRUWV RI KDOI�PHDVXUHV
DQG PLVJXLGHG SROLFLHV WKDW RQO\ GHHSHQHG SHRSOH·V F\QLFLVP WKDW WKH PRUH WKLQJV
FKDQJH� WKH PRUH WKH\ UHPDLQ WKH VDPH RU GHWHULRUDWH� 7KH FKLSSLQJ DZD\ DW
SXEOLF WUXVW KDV PDGH ODWHU HIIRUWV WR DGRSW UHDO UHIRUPV ² ZKLFK UHO\ VR FULWLFDOO\
RQ FUHGLELOLW\ DQG FRQVHQVXV ² WKDW PXFK PRUH GLIILFXOW� 0XFK RI WKH FKDOOHQJH IRU
WKRVH ZKRVH MRE LW LV WR SURPRWH GHYHORSPHQW LV WR XQGHUVWDQG KRZ WR EUHDN IUHH
RI D GRZQZDUG VSLUDO� D WRSLF WKDW , ZLOO WDNH XS ODWHU LQ WKLV OHFWXUH�

)URP WKH LQYHVWPHQW FOLPDWH SHUVSHFWLYH� WKH IXQFWLRQ RI ,), LQYHVWPHQW
SURMHFWV LV QRW VLPSO\ WR WUDQVIHU FDSLWDO EXW WR VHHN SRZHUIXO GHPRQVWUDWLRQ
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HIIHFWV� 7KHVH GHPRQVWUDWLRQ HIIHFWV ZRUN RQ WKH FOLPDWH RI H[SHFWDWLRQV WR KHOS
FURZG�LQ RWKHU LQYHVWPHQWV� 7KLV HPSKDVLV RQ WUDQVLWLRQ LPSDFW �VHH IROORZLQJ
ER[� DQG WKH GHPRQVWUDWLRQ HIIHFW KDV SDUWLFXODUO\ FKDUDFWHUL]HG WKH DSSURDFK RI
WKH (%5'� ZKLFK KDV LQGHHG SOD\HG D SLRQHHULQJ UROH ERWK LQ WKH DQDO\VLV RI WKHVH
LGHDV DQG LQ SXWWLQJ WKHP LQWR SUDFWLFH�

7KH RWKHU EURDG DSSURDFK ² SDUWLFXODUO\ DSSURSULDWH IRU WKH :RUOG %DQN ² LV WR
IRFXV RQ JRYHUQDQFH� RQ WKH LQVWLWXWLRQDO DGMXVWPHQWV� DQWL�FRUUXSWLRQ PHDVXUHV�
DQG SROLF\ FKDQJHV WKDW ZLOO FKDQJH WKH UXOHV DQG WKHLU HQIRUFHPHQW WRJHWKHU ZLWK
WKH ZD\ LQ ZKLFK LQGLYLGXDOV DQG RUJDQL]DWLRQV EHKDYH DQG IXQFWLRQ WR GLUHFWO\
LPSURYH WKH LQYHVWPHQW FOLPDWH� $V LQYHVWRUV FRPH IRUZDUG� ZKHWKHU WKH\ DUH
GRPHVWLF RU IRUHLJQ� WKH\ WHQG WR GHPDQG PRUH HIIHFWLYH LQVWLWXWLRQV� JUHDWHU
VHFXULW\ DQG FRQVWDQW LPSURYHPHQWV LQ WKH SURYLVLRQ RI SXEOLF JRRGV ² WKXV
IXUWKHU HQKDQFLQJ WKH TXDOLW\ RI WKH LQYHVWPHQW FOLPDWH�

, WKLQN WKH DUJXPHQWV , KDYH DOUHDG\ JLYHQ VKRZ KRZ WKH WZR VWUDQGV RI
SURMHFWV ZLWK VWURQJ WUDQVLWLRQ LPSDFW DV FKDPSLRQHG E\ WKH (%5' DQG ZKDW ,
PLJKW FDOO WKH JRYHUQDQFH DSSURDFK RI WKH :RUOG %DQN DUH VWURQJO\ LQWHUWZLQHG
DQG PXWXDOO\ VXSSRUWLYH�

%XW , NQRZ WKH KDUG�KHDGHG HFRQRPLVWV DPRQJ \RX ZLOO EH VD\LQJ� ¶$OO WKLV LV
VSOHQGLG� EXW ZKHUH DUH WKH DQDO\WLFV DQG GDWD"·

2.4 Analyzing and measuring the investment climate  

&DQ ZH EH DQDO\WLFDO LQ DVVHVVLQJ RU PHDVXULQJ WKH LQYHVWPHQW FOLPDWH" :H FDQ�
DQG UHVHDUFKHUV ERWK DW WKH (%5' DQG WKH :RUOG %DQN KDYH DOUHDG\ JRQH D ORQJ
ZD\ WRZDUG GRLQJ VR� :H DUH KHOSLQJ RXU FOLHQWV GHYHORS WKH VNLOOV WR HYDOXDWH WKH
TXDOLW\ RI WKH LQYHVWPHQW FOLPDWH LQ WKHLU RZQ FRXQWULHV WKURXJK V\VWHPDWLF
VXUYH\V RI SULYDWH ILUPV� ZLWK D SDUWLFXODU IRFXV RQ VPDOO DQG PHGLXP HQWHUSULVHV�
7KLV UHVHDUFK KDV DOUHDG\ GHPRQVWUDWHG TXLWH GUDPDWLFDOO\ WKDW D KRVWLOH
LQYHVWPHQW FOLPDWH KLWV 60(V WKH KDUGHVW�

$Q LPSRUWDQW H[DPSOH RI WKLV ZRUN� DQG RI FROODERUDWLRQ EHWZHHQ WKH (%5'
DQG WKH :RUOG %DQN� LV WKH %XVLQHVV (QYLURQPHQW DQG (QWHUSULVH 3HUIRUPDQFH 6XUYH\�
7KLV VXUYH\� ZKLFK ZDV OHG E\ WKH (%5'� SROOHG QHDUO\ ����� ILUPV LQ �� WUDQVLWLRQ
FRXQWULHV� 7KH VXUYH\ EURNH QHZ JURXQG LQ TXDQWLI\LQJ WKH QHJDWLYH LPSDFW RI
GLIIHUHQW IRUPV RI FRUUXSWLRQ RQ WKH SHUIRUPDQFH RI ILUPV� ,W DOVR GHPRQVWUDWHG LQ
D V\VWHPDWLF ZD\� EH\RQG WKH IODVK\ PHGLD KHDGOLQHV� WKH SHUQLFLRXV LQIOXHQFH RI
SRZHUIXO YHVWHG LQWHUHVWV ² WKH VR�FDOOHG ROLJDUFKV ² LQ GLVWRUWLQJ WKH LQYHVWPHQW
FOLPDWH LQ WUDQVLWLRQ HFRQRPLHV DQG XQGHUPLQLQJ JURZWK� 6XFK VXUYH\V DUH D
SRZHUIXO WRRO QRW WR OHFWXUH RWKHU FRXQWULHV DERXW WKH YLUWXHV RI RXU RZQ V\VWHPV
�ZKLFK KDYH WKHLU RZQ SUREOHPV�� EXW WR JLYH YRLFH WR GRPHVWLF ILUPV WR VSHDN WR
WKHLU RZQ JRYHUQPHQWV DERXW WKH GD\�WR�GD\ REVWDFOHV WKH\ IDFH LQ UXQQLQJ D
EXVLQHVV�

/HW PH DOVR VKDUH ZLWK \RX WKH UHVXOWV RI D UHFHQW VXUYH\ RI �����
PDQXIDFWXULQJ DQG VRIWZDUH ILUPV WKDW ZH FDUULHG RXW ZLWK DQ ,QGLDQ SDUWQHU WR
LQYHVWLJDWH GLIIHUHQFHV LQ WKH LQYHVWPHQW FOLPDWH LQ WHQ ,QGLDQ VWDWHV� :H IRXQG
WKDW WKH FRVWV WR EXVLQHVVHV RI D SRRU LQYHVWPHQW FOLPDWH ² IRU H[DPSOH� D OHVV
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UHOLDEOH SRZHU VXSSO\� PRUH RQHURXV UHJXODWLRQV� DQG PRUH LQWUXVLYH DQG
GLVUXSWLYH YLVLWV IURP JRYHUQPHQW RIILFLDOV ² DUH TXLWH KLJK LQ TXDQWLWDWLYH WHUPV�
,Q IDFW� WKRVH FRVWV DUH DQDORJRXV WR DQ DGGLWLRQDO WD[ EXUGHQ RI XS WR �� SHU FHQW
IRU ILUPV LQ SRRU�FOLPDWH VWDWHV VXFK DV 8WWDU 3UDGHVK �ZKLFK KDV D SRSXODWLRQ RI
��� PLOOLRQ� RU ODUJHU WKDQ WKDW RI 5XVVLD� UHODWLYH WR WKRVH LQ 0DKDUDVKWUD �D VWDWH
RI QHDUO\ ��� PLOOLRQ��

8SRQ H[DPLQDWLRQ� LW LV QRW GLIILFXOW WR VHH KRZ RQH FRXOG DUULYH DW VXFK D ODUJH
FRVW HVWLPDWH� 7R KDYH D YLEUDQW 60( VHFWRU� \RX KDYH WR KDYH D IXQFWLRQLQJ
SRZHU JULG� ,QGLD LV IDLUO\ UHPDUNDEOH LQ WKDW EHFDXVH RI WKH SRRU TXDOLW\ RI JULG�
EDVHG HOHFWULFLW\� PRVW VPDOO DQG PHGLXP HQWHUSULVHV WKDW ZH VXUYH\HG KDYH WKHLU
RZQ SRZHU JHQHUDWRU� ,Q 8WWDU 3UDGHVK� �� SHU FHQW RI ILUPV VXUYH\HG KDG WKHLU
RZQ JHQHUDWRU �WKH\ KDG OLWWOH DOWHUQDWLYH�� ZKHUHDV LQ 0DKDUDVKWUD WKH ILJXUH LV
FRQVLGHUDEO\ EHWWHU� DW �� SHU FHQW� 7KH LQWUXVLYHQHVV RI JRYHUQPHQW UHJXODWLRQ
DOVR YDULHG VKDUSO\ DFURVV VWDWHV� IRU H[DPSOH� ILUPV ZHUH YLVLWHG WZLFH DV RIWHQ E\
JRYHUQPHQW RIILFLDOV LQ WKH SRRU�FOLPDWH VWDWHV DV LQ WKH JRRG�FOLPDWH VWDWHV� 7KXV
WKH YDULDWLRQ LQ LQYHVWPHQW FOLPDWH IURP VWDWHV OLNH 0DKDUDVKWUD DQG .DUQDWDND

RQ WKH KLJK HQG WR 8WWDU 3UDGHVK DQG :HVW %HQJDO DW WKH ORZ HQG LV UHDO DQG
PHDVXUDEOH� 1RW VXUSULVLQJO\� WKH VWDWHV ZLWK ZHDN LQYHVWPHQW FOLPDWHV HQMR\ OHVV
JURZWK DQG KDYH VHHQ OHVV SRYHUW\ UHGXFWLRQ� PDNLQJ WKH LQYHVWPHQW FOLPDWH D
NH\ UHDVRQ ZK\ VRPH VWDWHV UHPDLQ SRRU DQG VWUXJJOLQJ ZKLOVW RWKHUV DUH
EHJLQQLQJ WR ZLQ WKH ILJKW DJDLQVW SRYHUW\�

7KLV W\SH RI ILUP VXUYH\ KDV WKH DGYDQWDJH RI EHLQJ V\VWHPDWLF DQG DPHQDEOH
WR IDLUO\ VWUXFWXUHG DQDO\VLV DQG UHDVRQDEO\ UREXVW JHQHUDO FRQFOXVLRQV� %XW DOVR
LQYDOXDEOH DUH WKH DFFXPXODWHG H[SHULHQFHV RI WKH FOLHQWV RI WKH (%5' DQG ,)&�
)RU PH RQH RI WKH NH\ DGYDQWDJHV RI KDYLQJ D SXEOLF LQVWLWXWLRQ ZRUNLQJ DV D
SULYDWH�RULHQWHG LQYHVWPHQW EDQN LV WKDW WKRVH DFWXDOO\ LQYROYHG LQ ILQDQFLQJ DQG
PDNLQJ LQYHVWPHQWV DUH DOVR WKLQNLQJ DERXW KRZ WR LPSURYH WKH HQYLURQPHQW LQ
ZKLFK WKH LQVWLWXWLRQ LV IXQFWLRQLQJ� $QG WKLV KDQGV�RQ DQDO\VLV LV IURP WKH
SHUVSHFWLYH RI SXEOLF SROLF\� DQG QRW WKH QDUURZ VHOI�LQWHUHVW RI EXVLQHVV� 7KLV
DFWLRQ EDVLV IRU HFRQRPLF SROLF\ LV LQYDOXDEOH� 2QH FKDQQHO IRU JDWKHULQJ DQG
WUDQVPLWWLQJ WKH H[SHULHQFH LV RUJDQL]DWLRQV VXFK DV WKH )RUHLJQ ,QYHVWPHQW
$GYLVRU\ &RXQFLOV�� LQ ZKLFK WKH (%5' KDV SOD\HG D VWURQJ UROH �DV ZHOO DV WKH
:RUOG %DQN *URXS·V VLPLODU DFWLYLWLHV LQ PDQ\ FRXQWULHV�� 7KH (%5' KDV ORQJ
UHFRJQL]HG WKDW LW FDQ DIIHFW WKH WUDQVLWLRQ SURFHVV QRW RQO\ WKURXJK WKH WUDQVLWLRQ
LPSDFW RI LWV SURMHFWV� EXW DOVR WKURXJK ZRUNLQJ ZLWK JRYHUQPHQWV WR XQGHUVWDQG�
DQG WKHUHE\ LQIOXHQFH� WKH LQYHVWPHQW FOLPDWH�

7KHVH GLIIHUHQW W\SHV RI LQIRUPDWLRQ FRPSOHPHQW HDFK RWKHU DQG ZLOO HQDEOH
WKH ,),V WR VXSSRUW FOLHQWV �ERWK LQVLGH DQG RXWVLGH WKH JRYHUQPHQW� WR DQDO\]H WKH
LPSHGLPHQWV WR LQYHVWPHQW DQG WKH FRVWV RI WKRVH LPSHGLPHQWV� :H DUH OLNHO\ WR
GLVFRYHU WKDW LQ RQH FRXQWU\ SHWW\ FRUUXSWLRQ LV D NH\ SUREOHP� LQ DQRWKHU�
XQUHOLDEOH SRZHU� LQ D WKLUG� WUDQVSRUW LQIUDVWUXFWXUH� DQG LQ D IRXUWK� LW LV

                                                     
� 2UJDQL]DWLRQV WR PRQLWRU LQYHVWPHQW FOLPDWH VHW XS E\ JRYHUQPHQWV �H�J�� 5XVVLD LQ ���� DQG 8NUDLQH LQ
����� DQG UHSUHVHQWDWLYHV RI PDMRU LQYHVWRUV�
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SURPRWLQJ D IUHH SUHVV DQG FLYLO VRFLHW\ WR H[SRVH JUDQG FRUUXSWLRQ� ,Q WKLV ZD\� D
JRRG GLDJQRVWLF VXUYH\ FDQ EH D ILOWHU WKURXJK ZKLFK ZH ORRN DW GLIIHUHQW SRVVLEOH
LQWHUYHQWLRQV� HVWDEOLVK SULRULWLHV� DQG UHODWH RXU DFWLYLW\ WR ZKDW RWKHU ,),V DUH
GRLQJ��

2.5 Moving forward 

,W LV UHSRUWHG WKDW 0DUN 7ZDLQ VDLG� ¶(YHU\RQH WDONV DERXW WKH ZHDWKHU EXW QR RQH

GRHV DQ\WKLQJ DERXW LW�· 7RGD\ 7ZDLQ PLJKW ZHOO KDYH DVNHG� ¶(YHU\RQH LV WDONLQJ
DERXW WKH LQYHVWPHQW FOLPDWH� EXW ZKR LV GRLQJ DQ\WKLQJ DERXW LW"·

7KH ILUVW VWHS LV WR DQDO\]H WKH LQYHVWPHQW FOLPDWH� QRWDEO\ WKURXJK VXUYH\V
VXFK DV WKRVH WKDW , KDYH MXVW GHVFULEHG� $QG , KDYH DOUHDG\ HPSKDVL]HG WKH
)RUHLJQ ,QYHVWPHQW $GYLVRU\ &RXQFLOV LQ ZKLFK WKH (%5' LV LQYROYHG� 6WURQJ
DQDO\VLV DQG LGHQWLILFDWLRQ RI SUREOHPV DUH QRW RQO\ D JXLGH WR UHIRUP� EXW DOVR D
SRZHUIXO VSXU WR DFWLRQ� 6WULNLQJ ILJXUHV VXFK DV WKRVH FLWHG KHUH ² UHPHPEHU WKH
�� SHU FHQW DGGLWLRQDO ¶WD[· EXUGHQ LQ WKH SRRU�FOLPDWH ,QGLDQ VWDWHV ² FDQ EXLOG
SXEOLF VXSSRUW IRU UHIRUP DQG KHOS PRWLYDWH D KHVLWDQW JRYHUQPHQW�

7KH TXHVWLRQ LV� ZKDW H[DFWO\ GR ZH ZDQW JRYHUQPHQWV WR EH PRWLYDWHG WR GR"
7KLV LV QRW D TXHVWLRQ WR ZKLFK ZH ZLOO KDYH VLPSOH DQVZHUV� DV WKH UHVSRQVH ZLOO
YDU\ GUDPDWLFDOO\ E\ FRXQWU\� %XW RQH FRQVWDQW LV WKDW UHIRUPLQJ WKH LQYHVWPHQW
FOLPDWH ZLOO UHTXLUH OHDGHUVKLS DQG SRZHUIXO DGYRFDF\� SULPDULO\ IURP
JRYHUQPHQWV� /HDGHUV SURPRWLQJ UHIRUPV DOZD\V IDFH D IXQGDPHQWDO SUREOHP�
RQH WKDW ZDV JLYHQ LWV FODVVLFDO H[SUHVVLRQ E\ 0DFKLDYHOOL�

,W PXVW EH FRQVLGHUHG WKDW WKHUH LV QRWKLQJ PRUH GLIILFXOW WR FDUU\ RXW� QRU

PRUH GRXEWIXO RI VXFFHVV� QRU PRUH GDQJHURXV WR KDQGOH� WKDQ WR LQLWLDWH D

QHZ RUGHU RI WKLQJV� )RU WKH UHIRUPHU KDV HQHPLHV LQ DOO WKRVH ZKR SURILW

E\ WKH ROG RUGHU� DQG RQO\ OXNHZDUP GHIHQGHUV LQ DOO WKRVH ZKR ZRXOG

SURILW E\ WKH QHZ RUGHU« � 7KXV LW DULVHV WKDW RQ HYHU\ RSSRUWXQLW\ IRU

DWWDFNLQJ WKH UHIRUPHU� KLV RSSRQHQWV GR VR ZLWK WKH ]HDO RI SDUWLVDQV� WKH

RWKHUV RQO\ GHIHQG KLP KDOI�KHDUWHGO\� VR WKDW EHWZHHQ WKHP KH UXQV JUHDW

GDQJHU �7KH 3ULQFH� ����� &KDSWHU 9,��

7KH UHIRUPHU·V OHDGHUVKLS OLHV LQ VHOHFWLQJ DQG VWUHQJWKHQLQJ WKH EHVW
LQLWLDWLYHV IRU UHIRUP �GUDZLQJ RQ WKH W\SH RI DQDO\VLV GLVFXVVHG DERYH� DQG LQ
WDNLQJ SRVLWLYH DFWLRQ WR ZHDNHQ WKH REVWDFOHV HUHFWHG E\ YHVWHG LQWHUHVWV�

%XW WKHUH ZLOO DOVR EH WKRVH ZKR DUH QRW VSHFLDOO\ SULYLOHJHG ZKR PD\ EH
GLVUXSWHG E\ WKH UHDOORFDWLRQV WKDW DUH DQ LQWHJUDO SDUW RI UHIRUP� +HUH VRFLDO
SURWHFWLRQ FDQ SOD\ D VWURQJ UROH� RI ZKLFK PRUH ODWHU� VWLOO� DW WKH HQG RI WKH GD\�
WKH EHVW VRFLDO SURWHFWLRQ IRU WKH JUHDW PDVV RI VRFLHW\ LV D JURZLQJ HFRQRP\�

                                                     
� 6HH 6WHUQ ������ IRU PRUH RQ WKH UHVHDUFK SURJUDP DVVRFLDWHG ZLWK WKLV GHYHORSPHQW VWUDWHJ\�



STERN ���

)XUWKHU� FKDQJLQJ WKH LQYHVWPHQW FOLPDWH WDNHV WLPH� LW LV QRW D VWURNH�RI�WKH�SHQ
UHIRUP OLNH VWULNLQJ GRZQ D WDULII� 7KXV UHIRUPHUV QRW RQO\ KDYH WR DUJXH WKHLU
FDVH VWURQJO\� WKH\ KDYH WR SUHSDUH WKHLU FRQVWLWXHQWV IRU WKH ORQJ KDXO�

/DWHU LQ WKLV OHFWXUH� , ZLOO GLVFXVV LQ JUHDWHU GHWDLO WKH UROH RI WKH ,),V LQ
VXSSRUWLQJ LPSURYHPHQWV LQ WKH LQYHVWPHQW FOLPDWH� +HUH� OHW PH QRWH EULHIO\ WKDW
WKH :RUOG %DQN·V VWUXFWXUDO DJHQGD KDV EHJXQ WR DGGUHVV WKH IDFWRUV WKDW WRJHWKHU
GHVFULEH WKH LQYHVWPHQW FOLPDWH� SDUWLFXODUO\ DV WKH :RUOG %DQN PRYHV PRUH
WRZDUGV ORQJ�WHUP SURJUDPPDWLF OHQGLQJ �DV RSSRVHG WR GLVFUHWH SURMHFWV RU
VKRUW�WHUP DGMXVWPHQW ORDQV�� 3URJUDPV DGGUHVVLQJ PDFUR�VWDELOLW\ DQG RSHQQHVV
DUH OHYHUV WR FKDQJH WKH LQYHVWPHQW FOLPDWH� *RYHUQDQFH DQG LQVWLWXWLRQDO
GHYHORSPHQW SURJUDPV DUH� RU VKRXOG EH� LQ ODUJH PHDVXUH DERXW WKH LQYHVWPHQW
FOLPDWH� 7KH\ FDQ LQIOXHQFH KRZ GLIILFXOW RU HDV\ LW LV WR UHJLVWHU DQG VWDUW ILUPV� WR
PRYH JRRGV LQ DQG RXW RI WKH FRXQWU\ WKURXJK FXVWRPV� DQG WR SD\ WD[HV LQ D IDLU�
SUHGLFWDEOH DQG WUDQVSDUHQW ZD\� 7KH TXDOLW\ RI GLIIHUHQW W\SHV RI LQIUDVWUXFWXUH ²
SRZHU� SRUWV� WHOHFRPPXQLFDWLRQV� URDGV� DQG UDLO� DOO RI ZKLFK UHTXLUH IDU�VLJKWHG
DQG PDUNHW�RULHQWHG DFWLRQ ² LV DOVR D FUXFLDO SDUW RI WKH VWRU\� 3URJUDPV WR
LPSURYH WUDLQLQJ DQG HGXFDWLRQ V\VWHPV LPSURYH WKH TXDOLW\ RI WKH ODERXU IRUFH�
LQ DGGLWLRQ WR EHLQJ YDOXDEOH LQ WKHLU RZQ ULJKW� 6R� LQ VKRUW� DQG IRXQGHG RQ
VHULRXV DQDO\VLV� , WKLQN WKHUH LV D JUHDW GHDO WKDW JRYHUQPHQWV DQG ,),V FDQ GR
DERXW WKH LQYHVWPHQW FOLPDWH�

���,QYHVWPHQW�FOLPDWH�Î�JURZWK�Î�SRYHUW\�UHGXFWLRQ�

,Q WKLV VHFWLRQ� , ZRXOG OLNH WR FRPPHQW RQ WKH VWURQJ OLQNV IURP LQYHVWPHQW
FOLPDWH WR JURZWK DQG SRYHUW\ UHGXFWLRQ ² QRW EHFDXVH WKH OLQNV DUH VR VXUSULVLQJ
EXW EHFDXVH WKH\ DUH VRPHWLPHV TXHVWLRQHG DQG EHFDXVH WKH HYLGHQFH LV QRZ
FRPSHOOLQJ�

,W LV ZLGHO\ DJUHHG WKDW WKH :RUOG %DQN VKRXOG KHOS FOLHQWV ERWK ZLWK D
¶VWUXFWXUDO· DJHQGD DQG ZLWK D ¶VRFLDO· DJHQGD� 7KHUH LV D WHPSWDWLRQ IRU VRPH WR
WKLQN WKDW WKH VWUXFWXUDO DJHQGD LV IRU �KDUG�KHDGHG� JURZWK DQG WKH VRFLDO
DJHQGD LV IRU �VRIW�KHDUWHG� SRYHUW\ UHGXFWLRQ� EXW WKLV LV WKH ZURQJ ZD\ WR WKLQN
DERXW WKHVH GLIIHUHQW DVSHFWV RI WKH GHYHORSPHQW DJHQGD� 7KH VRFLDO DJHQGD RI
GHOLYHULQJ SXEOLF VHUYLFHV� SURYLGLQJ HIIHFWLYH VRFLDO SURWHFWLRQ� DQG HPSRZHULQJ
WKH SRRU WR SDUWLFLSDWH FDQ FRQWULEXWH VWURQJO\ WR JURZWK� $QG WKH VWUXFWXUDO
DJHQGD ² WKRXJK DLPHG GLUHFWO\ DW LPSURYLQJ WKH LQYHVWPHQW FOLPDWH ² LV YLWDO IRU
SRYHUW\ UHGXFWLRQ� :H DUH QRW LQWHUHVWHG LQ LQYHVWPHQW RU EXVLQHVV GHYHORSPHQW
VROHO\ IRU LWV RZQ VDNH� 5DWKHU� WKHUH LV SRZHUIXO HYLGHQFH WKDW WKH LQYHVWPHQW
FOLPDWH LV D FUXFLDO LQJUHGLHQW IRU JURZWK DQG SRYHUW\ UHGXFWLRQ�

:KDW LV WKH HYLGHQFH" )LUVW� ZH KDYH WKH FRQQHFWLRQ EHWZHHQ LQYHVWPHQW
FOLPDWH DQG JURZWK� ,W LV FOHDU WKDW GHYHORSLQJ FRXQWULHV WKDW DUH LPSURYLQJ WKHLU
LQYHVWPHQW FOLPDWHV DV D SDUW RI JOREDOL]DWLRQ DUH GRLQJ ZHOO� 7KH WRS WLHU �DERXW
RQH�WKLUG� RI GHYHORSLQJ FRXQWULHV LQ WHUPV RI PRYHV WRZDUGV OLEHUDOL]LQJ DQG
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H[SDQGLQJ LQYHVWPHQW DQG IRUHLJQ WUDGH �D JURXS WKDW LQFOXGHV ,QGLD� &KLQD� DQG
0H[LFR� GLG ZHOO LQ WKH ����V� ZKLOH WKH UHVW RI WKH GHYHORSLQJ ZRUOG DV D ZKROH
GLG SRRUO\� 7KH H[SDQGHG LQYHVWPHQW DQG WUDGH ZDV SDUWO\ WKH UHVXOW RI
OLEHUDOL]DWLRQ� EXW DOVR GHSHQGHG RQ LQIUDVWUXFWXUH LQYHVWPHQW DQG VWUHDPOLQLQJ RI
JRYHUQPHQW UHJXODWLRQV� 7KH IDFWRUV FRQWULEXWLQJ WR VXFFHVV YDULHG LQ WKH GLIIHUHQW
FRXQWULHV LQ WKLV JURXS� DQG LQGHHG WKH VW\OH RI UHIRUP ZDV YHU\ FRXQWU\�VSHFLILF�
EXW DOO WKH FRXQWULHV VKRZHG UHDO PRYHPHQW RQ VRPH GLPHQVLRQV� ,Q FRQWUDVW� D
QXPEHU RI VWXGLHV KDYH VKRZQ WKDW $IULFD·V ORZ LQYROYHPHQW LQ LQWHUQDWLRQDO
WUDGH KDV EHHQ LQIOXHQFHG VWURQJO\ E\ WKH ODFN RI SURJUHVV RQ WKH LQYHVWPHQW
FOLPDWH ² PRVW QRWDEO\� E\ SRRU DQG GHWHULRUDWLQJ LQIUDVWUXFWXUH DQG E\ FRQIOLFW�
$QG DPRQJVW WKH RWKHU ODUJH FRXQWULHV WKDW KDYH SHUIRUPHG OHVV ZHOO� LQFOXGLQJ
5XVVLD� 1LJHULD DQG 3DNLVWDQ� VHYHUH SUREOHPV ZLWK SURSHUW\ ULJKWV� WKH UXOH RI
ODZ� DQG JRYHUQDQFH KDYH EHHQ SURPLQHQW� �VHH 'ROODU DQG .UDD\� �����

6HFRQG� ZH KDYH WKH OLQN EHWZHHQ JURZWK DQG SRYHUW\ UHGXFWLRQ� 2Q DYHUDJH�
WKHUH LV D FORVH UHODWLRQVKLS EHWZHHQ JURZWK RI SHU FDSLWD LQFRPH DQG JURZWK RI
LQFRPH RI WKH SRRU� $PRQJ ORZ�LQFRPH FRXQWULHV� 9LHWQDP LV D JRRG H[DPSOH RI
WKLV� ,W PDGH D ORW RI SURJUHVV ZLWK WKH LQYHVWPHQW FOLPDWH EHWZHHQ ���� DQG �����
D SHULRG GXULQJ ZKLFK JURZWK DFFHOHUDWHG DQG VXUYH\ HYLGHQFH VKRZV WKDW
SRYHUW\ GURSSHG VKDUSO\� RI WKH SRRUHVW � SHU FHQW RI KRXVHKROGV LQ ����� �� SHU
FHQW ZHUH EHWWHU RII ILYH \HDUV ODWHU� �VHH 'ROODU DQG /MXQJJUHQ� �����

,Q VRPH FDVHV� PHPEHUV RI SRRU KRXVHKROGV JHW HPSOR\PHQW LQ WKH IRUPDO�
VHFWRU ILUPV WKDW H[SDQG LQ D JRRG LQYHVWPHQW HQYLURQPHQW� %XW EHQHILWV IRU WKH
SRRU JR ZHOO EH\RQG WKLV� $ JRRG LQYHVWPHQW FOLPDWH LV EHQHILFLDO IRU WKH LQIRUPDO
DV ZHOO DV WKH IRUPDO VHFWRU� $QG IRUPDO VHFWRU LQYHVWPHQW DQG HPSOR\PHQW
JHQHUDWLRQ DOVR FUHDWHV QHZ GHPDQG IRU LQIRUPDO VHFWRU H[SDQVLRQ� DQG IRU PRUH
IDUP RXWSXW DW EHWWHU SULFHV� ,Q FRXQWULHV WKDW KDYH EHHQ VXFFHVVIXO� LQFUHDVHV LQ
DJULFXOWXUDO SURGXFWLYLW\ DQG IDUP LQFRPH KDYH JRQH KDQG�LQ�KDQG ZLWK WKH
JHQHUDWLRQ RI RII�IDUP HPSOR\PHQW RSSRUWXQLWLHV� &KLQD LV D VWURQJ H[DPSOH KHUH�
PRYHPHQWV IURP FRPPXQHV WR KRXVHKROG RSHUDWLRQV OHG WR GUDPDWLF LQFUHDVHV LQ
DJULFXOWXUDO SURGXFWLYLW\ LQ WKH HDUO\ ����V� ZLWK LPPHGLDWH FRQVHTXHQFHV IRU
SRYHUW\ UHGXFWLRQ� 9HU\ VRRQ DIWHUZDUG� RII�IDUP HPSOR\PHQW JUHZ VWURQJO\
�GULYHQ E\ WKH WRZQVKLS DQG YLOODJH HQWHUSULVHV�� ZLWK JURZWK DYHUDJLQJ PRUH
WKDQ �� SHU FHQW DQQXDOO\ RYHU WKH SDVW �� \HDUV� , KDYH JLYHQ SURPLQHQFH LQ P\
DUJXPHQWV KHUH WR VPDOO DQG PHGLXP HQWHUSULVHV� EXW LW LV LPSRUWDQW WR HPSKDVL]H
WKDW LQ IDVW�JURZLQJ HFRQRPLHV ODUJH DQG VPDOO ILUPV WHQG WR SURVSHU DQG FOXVWHU
WRJHWKHU� +HQFH� WKH LVVXH LV WR FUHDWH D JRRG LQYHVWPHQW FOLPDWH IRU ERWK VPDOO
DQG ODUJH ILUPV�

:H DUH VWHDGLO\ OHDUQLQJ PRUH DERXW DOO WKHVH OLQNV� QRW RQO\ E\ PDNLQJ
FRPSDULVRQV DFURVV FRXQWULHV DQG WLPH SHULRGV EXW DOVR WKURXJK FRPSDULVRQV RI
UHJLRQV ZLWKLQ FRXQWULHV� 0XFK RI ZKDW JRHV LQWR WKH LQYHVWPHQW FOLPDWH FRQFHUQV
ORFDO LQVWLWXWLRQV DQG SROLFLHV� DQG LQ ODUJH FRXQWULHV WKHVH FDQ YDU\ TXLWH
VXEVWDQWLDOO\ DFURVV UHJLRQV� , SUHYLRXVO\ PHQWLRQHG WKH VWXG\ RI GLIIHUHQW VWDWHV
LQ ,QGLD� %HFDXVH WKH LQYHVWPHQW FOLPDWH YDULHV GUDPDWLFDOO\ DFURVV VWDWHV� WKH
LPSDFW RI PDFUR UHIRUP RQ SRYHUW\ VLPLODUO\ YDULHV DFURVV VWDWHV� $ UHFHQW VXUYH\
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RI PDQXIDFWXULQJ ILUPV LQ WHQ VWDWHV UDQNHG WKHP LQ WHUPV RI WKHLU RYHUDOO
LQYHVWPHQW FOLPDWH� DQG WKHQ IRXQG WKDW WKH UDQNLQJ DFFRUGLQJ WR SRYHUW\
UHGXFWLRQ ZDV TXLWH VLPLODU�

$V , KDYH DUJXHG� WKH HPSLULFDO EDVLV RI WKH OLQN EHWZHHQ LQYHVWPHQW FOLPDWH
DQG SRYHUW\ UHGXFWLRQ LV QRZ YHU\ VWURQJ�

���(PSRZHUPHQW�Î�SRYHUW\�UHGXFWLRQ��

$W WKH RXWVHW� , QRWHG WKDW WKH :RUOG %DQN LV SXUVXLQJ D VWUDWHJ\ IRU SRYHUW\
UHGXFWLRQ WKDW LV EDVHG RQ WZR SLOODUV� LQYHVWPHQW FOLPDWH DQG HPSRZHUPHQW� $
IDYRXUDEOH LQYHVWPHQW FOLPDWH FDQ JHQHUDWH VWURQJ JURZWK� $QG ZKHUH WKHUH LV
JURZWK� SRYHUW\ UHGXFWLRQ LV OLNHO\� %XW LW VKRXOG QRW EH WDNHQ IRU JUDQWHG�
EHFDXVH QRW DOO JURZWK LV HTXDOO\ SUR�SRRU� 7KH VHFRQG SLOODU RI HPSRZHUPHQW
DQG LQYHVWLQJ LQ SHRSOH IRFXVHV RQ WKH TXHVWLRQV VXFK DV KRZ HGXFDWLRQ DQG
KHDOWK VHUYLFHV DQG VRFLDO LQFOXVLRQ FDQ HQDEOH SRRU SHRSOH WR WDNH SDUW LQ WKH
SURFHVV RI JURZWK DQG WR VKDSH WKHLU RZQ OLYHV�

$W WKLV SRLQW ZH VKRXOG HPSKDVL]H WKDW SRYHUW\ UHGXFWLRQ LV PRUH WKDQ
LQFUHDVLQJ LQFRPH� (PSRZHUPHQW LV ERWK DQ LQKHUHQW SDUW RI DQG D PHDQV WR
SRYHUW\ UHGXFWLRQ� (PSRZHUPHQW FDQ LQGHHG EH WKH LQVWUXPHQW WR LQFUHDVH
LQFRPH� DQG WR LQFUHDVH WKH DVVHWV� KXPDQ DQG SK\VLFDO� RI SRRU SHRSOH� %XW LW LV D
EURDGHU QRWLRQ DQG UHIHUV WR WKH DELOLW\ RI SHRSOH WR VKDSH WKHLU RZQ OLYHV� $V VXFK
LW LV DQ LQWHJUDO FRPSRQHQW RI WKH VWDQGDUG RI OLYLQJ� D PHVVDJH WKDW ZH KHDUG YHU\
FOHDUO\ WKURXJK RXU VWXG\ 9RLFHV RI WKH 3RRU� ZKLFK GUHZ RQ VXUYH\V RI PRUH WKDQ
������ SRRU SHRSOH LQ PRUH WKDQ �� FRXQWULHV� 7KLV SHUVSHFWLYH KDV DOVR PRYHG WR
FHQWUH VWDJH LQ WKH OLWHUDWXUH RQ WKH PHDQLQJ RI GHYHORSPHQW� PRVW QRWDEO\ LQ WKH
ZRUN RI $PDUW\D 6HQ� �,QGHHG� LW LV HPERGLHG LQ WKH WLWOH RI KLV UHFHQW ERRN
'HYHORSPHQW DV )UHHGRP�� 7KLV EURDGHU QRWLRQ RI GHYHORSPHQW DQG WKH UROH RI
HPSRZHUPHQW ZHUH WDNHQ XS LQ RXU :RUOG 'HYHORSPHQW 5HSRUW �������
$WWDFNLQJ 3RYHUW\�

/HW PH IRFXV RQ WKUHH W\SHV RI LQYHVWPHQWV WKDW DUH RI SDUWLFXODU LPSRUWDQFH LQ
HPSRZHULQJ SRRU SHRSOH� LQYHVWPHQWV LQ HGXFDWLRQ� LQ VRFLDO SURWHFWLRQ� DQG LQ
SDUWLFLSDWRU\ SURFHVVHV DQG LQFOXVLRQ LQ GHYHORSPHQW�

)LUVW� FRQVLGHU HGXFDWLRQ� %DVLF HGXFDWLRQ LV FULWLFDO WR SDUWLFLSDWLRQ DQG
SURGXFWLYLW\ LQ HFRQRPLF OLIH� $ KHDOWK\� OLWHUDWH ODERXU IRUFH ZLOO ERWK LQFUHDVH
WKH DPRXQW RI JURZWK \RX JHW IURP HVWDEOLVKLQJ D VRXQG LQYHVWPHQW FOLPDWH DQG
VWURQJO\ LQFUHDVH WKH SRYHUW\ UHGXFWLRQ EHQHILW IURP WKDW JURZWK� 7KH H[DPSOH RI
HGXFDWLRQ PDNHV LW YHU\ FOHDU WKDW WKH WZR SLOODUV RI LQYHVWPHQW FOLPDWH DQG
HPSRZHUPHQW DUH VWURQJO\ PXWXDOO\ VXSSRUWLYH� 2U� DW WKH ULVN RI DEXVLQJ WKH
PHWDSKRU� WKHVH SLOODUV DUH FORVHO\ LQWHUWZLQHG�

:H NQRZ� RI FRXUVH� WKDW WKH SURPRWLRQ RI HGXFDWLRQ XVXDOO\ JRHV IDU EH\RQG
VXSSO\LQJ UHVRXUFHV� -XVW DV LPSRUWDQW LV WKH RUJDQL]DWLRQ RI WKH GHOLYHU\ RI
HGXFDWLRQ DQG RWKHU SXEOLF VHUYLFHV� 7KLV LV DQ DUHD ZKHUH FRPPXQLWLHV DURXQG
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WKH ZRUOG DUH LQQRYDWLQJ� DQG WKHUH DUH PDQ\ H[DPSOHV RI H[FLWLQJ QHZ
DSSURDFKHV� 2IWHQ� WKHVH DUH PRUH GHFHQWUDOL]HG WKDQ SDVW DSSURDFKHV� ZLWK ORFDO
FRQWURO DQG SDUHQWDO LQYROYHPHQW HPHUJLQJ DV SURPLQHQW WKHPHV� LQ WKHVH FDVHV�
WKH PHDQV RI VXSSO\LQJ HGXFDWLRQ LWVHOI GHPRQVWUDWHV WKH UROH RI HPSRZHUPHQW�

,Q (O 6DOYDGRU� IRU H[DPSOH� WKH &RPPXQLW\�0DQDJHG 6FKRROV 3URJUDP KDV
EHHQ H[SDQGLQJ HGXFDWLRQ LQ UXUDO DUHDV E\ HQOLVWLQJ DQG ILQDQFLQJ FRPPXQLW\
PDQDJHPHQW WHDPV WR RSHUDWH VFKRROV �-LPHQH] HW DO�� ����� ������ 7KHVH WHDPV DUH
PDGH XS RI SDUHQWV� HOHFWHG E\ WKH FRPPXQLW\� ZLWK UHVSRQVLELOLW\ DQG SRZHU IRU
KLULQJ DQG ILULQJ WHDFKHUV DQG HTXLSSLQJ DQG PDLQWDLQLQJ VFKRROV� 7KHLU
H[SHULHQFH GHPRQVWUDWHV WKDW FRPPXQLW\�EDVHG LQFHQWLYHV FDQ HQFRXUDJH
WHDFKHUV WR SHUIRUP EHWWHU� ,Q SDUWLFXODU� WKHVH SURJUDP VFKRROV KDYH ORZHU
WHDFKHU DQG VWXGHQW DEVHQWHHLVP WKDQ GR WUDGLWLRQDO VFKRROV� 6LPLODU HIIHFWV KDYH
EHHQ REVHUYHG LQ ,QGLD·V 'LVWULFW 3ULPDU\ (GXFDWLRQ 3URJUDPPH �DOVR VXSSRUWHG
E\ WKH :RUOG %DQN EXW FRQFHLYHG ZLWKLQ ,QGLD�� ZKLFK IHDWXUHV YHU\ VWURQJ
FRPPXQLW\ LQYROYHPHQW DQG LQFHQWLYHV IRU JLUOV· HQUROPHQW�

7KH UROH RI HGXFDWLRQ LQ LQFUHDVLQJ ERWK HPSRZHUPHQW DQG HFRQRPLF JURZWK
LV PRVW VWULNLQJ ZKHQ ZH ORRN DW WKH HYLGHQFH RQ WKH HGXFDWLRQ RI ZRPHQ DQG
JLUOV� 5DLVLQJ ZRPHQ·V VFKRROLQJ OHYHOV HPSRZHUV ZRPHQ� DOORZLQJ WKHP WR
SDUWLFLSDWH PRUH EURDGO\ DQG PRUH HIIHFWLYHO\ ERWK LQ WKH HFRQRP\ DQG DOVR LQ
SROLF\�PDNLQJ� DGPLQLVWUDWLRQ� DQG JRYHUQPHQW� 7KH HIIHFWV DUH SURIRXQG DQG
HFRQRP\�ZLGH� )LUVW DQG IRUHPRVW� WKHUH DUH WKH GLUHFW LPSOLFDWLRQV IRU WKH
VWDQGDUG RI OLYLQJ RI ZRPHQ WKHPVHOYHV� %XW WKH IXUWKHU HIIHFWV DUH DOVR SURIRXQG�
DQG WKH\ LQIOXHQFH WKH IXQFWLRQLQJ RI WKH ZKROH HFRQRP\ DQG VRFLHW\�

7KH HYLGHQFH RQ WKHVH HIIHFWV LV H[WHQVLYH DQG SRZHUIXO �VHH WKH H[DPSOHV DQG
OLWHUDWXUH FLWHG LQ WKH :RUOG %DQN·V UHFHQW SXEOLFDWLRQ (QJHQGHULQJ 'HYHORSPHQW��
7KH HYLGHQFH VKRZV WKDW JRYHUQPHQWV ² DV ZHOO DV EXVLQHVVHV ² DUH FOHDQHU ZKHQ
ZRPHQ DUH PRUH DFWLYH LQ SROLWLFV RU EXVLQHVV� 5HFHQW UHVHDUFK UHYHDOV WKDW
FRXQWULHV ZLWK PRUH ZRPHQ LQ SDUOLDPHQW W\SLFDOO\ KDYH VLJQLILFDQWO\ ORZHU
OHYHOV RI FRUUXSWLRQ� HYHQ DIWHU ZH FRQWURO IRU QDWLRQDO LQFRPH DQG RWKHU UHOHYDQW
IDFWRUV� VXFK DV WKH H[WHQW RI FLYLO OLEHUWLHV DQG GHJUHH RI WUDGH RSHQQHVV� 7KHVH
ILQGLQJV VXJJHVW WKDW ZRPHQ DUH DQ HIIHFWLYH IRUFH ERWK IRU JRRG JRYHUQPHQW DQG
EXVLQHVV WUXVW� %XW LI ZRPHQ·V SDUWLFLSDWLRQ LQ SROLWLFDO GHFLVLRQ�PDNLQJ LV WR
LQFUHDVH RYHUDOO� WKHUH PXVW EH DQ H[SDQVLRQ LQ WKH HGXFDWLRQ DQG OLWHUDF\ RI
ZRPHQ� ZLWK WKH LPSOLFDWLRQ WKDW PRUH JLUOV QHHG WR JR WR VFKRRO DQG VWD\ LQ
VFKRRO ORQJHU�

*UHDWHU ZRPHQ·V HPSRZHUPHQW DQG HGXFDWLRQ \LHOGV VLJQLILFDQW EHQHILWV
YLUWXDOO\ HYHU\ZKHUH� 7KHUH LV D SRZHUIXO UHODWLRQVKLS EHWZHHQ IHPDOH HGXFDWLRQ
DQG JHQHUDO KHDOWK� IRU H[DPSOH� PRWKHUV· HGXFDWLRQ LQFUHDVHV FKLOGUHQ·V
QXWULWLRQDO VWDWXV� OLIH H[SHFWDQF\� DQG JHQHUDO ZHOIDUH� ,QFUHDVLQJO\� ZLWK PRUH
ORQJLWXGLQDO VWXGLHV� ZH VHH WKDW PDQ\ RI WKHVH HIIHFWV ODVW LQWR ODWHU OLIH� LQ WKDW
WKH HGXFDWLRQ RI WKH PRWKHU LV DQ LPSRUWDQW IDFWRU LQ WKH DJH�VSHFLILF PRUWDOLW\
UDWHV RI KHU FKLOGUHQ ZHOO LQWR WKHLU DGXOWKRRG�

,QFUHDVHG LQYHVWPHQWV LQ ZRPHQ·V HGXFDWLRQ� WKHQ� \LHOG D KHDOWKLHU� PRUH
OLWHUDWH� PRUH SURGXFWLYH� DQG EHWWHU�JRYHUQHG VRFLHW\ LQ WKH ORQJ UXQ� +RZHYHU
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RQH ORRNV DW WKH LVVXH RI GHYHORSPHQW DQG SRYHUW\ UHGXFWLRQ� DQG FHUWDLQO\ IURP
WKH SHUVSHFWLYH RI WKH LQYHVWPHQW FOLPDWH DQG HPSRZHUPHQW� WKH HGXFDWLRQ RI
ZRPHQ DQG JLUOV LV DQ LQYHVWPHQW ZLWK RXWVWDQGLQJ UHWXUQV�

6HFRQG� VRFLDO SURWHFWLRQ FDQ EH VHHQ DV D GLPHQVLRQ RI HPSRZHUPHQW ² RI
HQDEOLQJ SHRSOH WR PDNH DGMXVWPHQWV DQG ERXQFH EDFN IURP HFRQRPLF VKRFNV�
7KLV LV DQ H[DPSOH RI D NH\ WKHPH WR ZKLFK , ZLOO VKRUWO\ UHWXUQ� WKH UROH RI WKH
,),V LV WR KHOS ILQDQFH WKH FRVWV RI FKDQJH� UDWKHU WKDQ WR FRYHU WKH FRVWV RI QRW
FKDQJLQJ� 'XULQJ WKH DGMXVWPHQW DIWHU DQ RSHQLQJ WR IRUHLJQ WUDGH� VRPH IRUPHUO\
SURWHFWHG DFWLYLWLHV ZLOO FHDVH WR EH YLDEOH� DQG VRPH ZRUNHUV DQG ILUP RZQHUV
ZLOO ORVH WKHLU HPSOR\PHQW DQG WKHLU LQFRPH� HYHQ DV QHZ SURGXFWLYH DFWLYLWLHV
RSHQ XS� 6RFLDO SURWHFWLRQ PHDVXUHV FDQ VPRRWK WKLV DGMXVWPHQW� 6XFK PHDVXUHV
KDYH WR EH WDLORUHG WR FRXQWU\ FLUFXPVWDQFHV� :KLOH XQHPSOR\PHQW LQVXUDQFH FDQ
EH LPSRUWDQW IRU IRUPDO�VHFWRU ZRUNHUV� RWKHU DSSURDFKHV ² VXFK DV SXEOLF ZRUN
VFKHPHV RI WKH &DVK� RU )RRG�IRU�:RUN YDULHW\ ² DUH PXFK PRUH OLNHO\ WR UHDFK
WKH YHU\ SRRU� %XW ZH VKRXOG VHH VRFLDO SURWHFWLRQ DV VRPHWKLQJ PXFK PRUH WKDQ
D VKRUW�UXQ SDOOLDWLYH� ,W LV DQ HVVHQWLDO XQGHUSLQQLQJ RI D PDUNHW HFRQRP\� RQH
WKDW KHOSV LW WR IXQFWLRQ ZHOO DQG WR LQYROYH SRRU SHRSOH LQ WKH RSSRUWXQLWLHV LW
FUHDWHV� :LWKRXW JRRG VRFLDO SURWHFWLRQ� SRRU SHRSOH PD\ EH XQDEOH WR WDNH VRPH
RI WKH ULVNV WKDW DUH SDUW RI SDUWLFLSDWLRQ LQ D PDUNHW HFRQRP\� HYHQ ZKHQ WKH\
VWDQG WR JDLQ VWURQJO\ DQG EXLOG WKHLU DVVHWV LQ WKH PHGLXP WHUP� )URP WKLV
SHUVSHFWLYH� VRFLDO SURWHFWLRQ LV LQGHHG D FUXFLDO HOHPHQW RI HPSRZHUPHQW�

7KH WKLUG GLPHQVLRQ RI HPSRZHUPHQW , ZDQW WR GLVFXVV KHUH UHIHUV WR
SDUWLFLSDWLRQ DQG LQFOXVLRQ LQ VRFLDO RUJDQL]DWLRQV ² IURP VHOI�KHOS FUHGLW JURXSV�
WR ZDWHU�XVHU DVVRFLDWLRQV� WR KHDOWK VHUYLFHV DQG WR WKH JRYHUQDQFH RI VFKRROV WKDW
ZH KDYH DOUHDG\ GHVFULEHG� ([DPSOHV RI WKH EHQHILWV RI SDUWLFLSDWLRQ VWUHWFK
DFURVV VHFWRUV DQG FRXQWULHV� ZLWK LQFUHDVLQJ UHFRJQLWLRQ RI WKH SRZHUIXO HIIHFW RI
FRPPXQLW\ SDUWLFLSDWLRQ RQ SXEOLF VHUYLFH GHOLYHU\� , KDYH DOUHDG\ JLYHQ
H[DPSOHV IURP HGXFDWLRQ� EXW WKH HIIHFW LV HYHU\ZKHUH� )RU H[DPSOH� LQ VRPH RI
WKH FRXQWULHV ZKHUH HQIRUFHPHQW RI HQYLURQPHQWDO SROOXWLRQ UHJXODWLRQ LV ZHDN�
JRYHUQPHQWV KDYH SURYLGHG ORFDO FRPPXQLWLHV ZLWK UHOLDEOH SROOXWLRQ GDWD� 3RRU
SHRSOH OLYLQJ LQ WKH YLFLQLW\ RI LQGXVWULDO SROOXWHUV KDYH WKHQ QHJRWLDWHG EHWWHU
DUUDQJHPHQWV IRU FRPSHQVDWLRQ DQG FOHDQ�XS�

,W LV WKHVH HTXLSSLQJ� SURWHFWLQJ� DQG LQFOXGLQJ GLPHQVLRQV RI HPSRZHUPHQW
WKDW ERRVW WKH FRQQHFWLRQ EHWZHHQ JURZWK DQG SRYHUW\ UHGXFWLRQ ² WKDW WXUQ
JURZWK LQWR SUR�SRRU JURZWK�

:H FDQ QRZ VHH WKH GHHSHU FRQQHFWLRQ EHWZHHQ WKH WZR SLOODUV RI LQYHVWPHQW
FOLPDWH DQG HPSRZHUPHQW� 7R XVH \HW DQRWKHU PHWDSKRU� LQYHVWPHQW FOLPDWH DV D
OHQV EULQJV LQWR IRFXV WKRVH UHIRUPV WKDW LQFUHDVH SHRSOH·V VHQVH RI RSSRUWXQLW\ ²
LI WKH\ VRZ� WKHQ WKH\ ZLOO EH DEOH WR FXOWLYDWH DQG UHDS� %XW� LQ D EDVLF VHQVH� WKHVH
UHIRUPV DOVR HPSRZHU WKH IDUPHUV� ZRUNHUV� DQG ORFDO HQWUHSUHQHXUV DQG
PDQDJHUV WR EH DEOH WR EXLOG DVVHWV DQG WR VKDSH WKHLU RZQ OLYHV� )XUWKHU
HPSRZHUPHQW VKRXOG EH D VHOI�UHLQIRUFLQJ SURFHVV ² OLNH FKDQJHV LQ WKH
LQYHVWPHQW FOLPDWH� %XW , WKLQN ZH QRZ UHFRJQL]H WKDW LQ VRPH FRXQWULHV� PDQ\
DFWLRQV VHHQ DV UHIRUPV KDYH KDG DQ DGYHUVH HIIHFW� ,Q D QXPEHU RI FDVHV� WKH\
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WRRN DZD\ WKH ROG ZD\ RI GRLQJ WKLQJV ZLWKRXW DQ\ UHSODFHPHQW� OHDYLQJ SHRSOH
GLVHPSRZHUHG DQG GHPRUDOL]HG� ,QVWHDG RI SHRSOH SDUWLFLSDWLQJ LQ UHIRUPV� WKH
UHIRUP SURFHVV ZDV FDSWXUHG E\ HOLWHV� DQG WKH SHRSOH ZHUH OHIW WR JOHDQ ZKDW
WKH\ FRXOG IURP WKH OHIWRYHUV� $QG LQ WKRVH FRXQWULHV� WKH LQYHVWPHQW FOLPDWH KDV
WHQGHG WR VSLUDO GRZQZDUG�

7KH SLOODUV RI LQYHVWPHQW FOLPDWH DQG HPSRZHUPHQW WRJHWKHU SURYLGH WKH EDVLV
RI D VWUDWHJ\ IRU SUR�SRRU JURZWK� , KRSH WKDW DV D SHUVSHFWLYH DQG DV D VWUDWHJ\
WKH\ DUH YHU\ SODXVLEOH� LQGHHG FRQYLQFLQJ� %XW WKH\ DUH QRW \HW VWDQGDUG DQG WKH\
FRQVWLWXWH D IDLUO\ QHZ ZD\ RI ORRNLQJ DW WKH FKDOOHQJH RI GHYHORSPHQW� 7KXV DW
WKH VDPH WLPH WKH\ SURYLGH D UHVHDUFK SURJUDP� WKHUH LV PXFK WKDW ZH KDYH WR GR
WR EHWWHU XQGHUVWDQG HDFK RI WKH HOHPHQWV DQG KRZ WKH\ FRPELQH�

���7KH�QHZ�UROH�RI�WKH�,),V�LQ�WKH�DJH�RI�JOREDOL]DWLRQ�

:KDW FDQ WKH ,),V GR WR KHOS FRXQWULHV LPSOHPHQW WKLV WZR�SLOODU VWUDWHJ\" 2XU
DQVZHU WR WKLV TXHVWLRQ LV GLIIHUHQW IURP WKH RQH WKDW ZRXOG KDYH EHHQ JLYHQ ILIW\�
RU SHUKDSV HYHQ WHQ� \HDUV DJR� )LUVW� PXFK KDV FKDQJHG LQ WKH IXQFWLRQLQJ RI WKH
LQWHUQDWLRQDO HFRQRP\ DQG WKH HQYLURQPHQW IRU GHYHORSPHQW DVVLVWDQFH VLQFH WKH
%UHWWRQ :RRGV &RQIHUHQFH RI ����� ,Q SDUWLFXODU� WKH ZRUOG HFRQRP\ KDV PRYHG
GHFLVLYHO\ WRZDUG JUHDWHU LQWHJUDWLRQ� 6HFRQG� RXU XQGHUVWDQGLQJ RI GHYHORSPHQW
KDV EURDGHQHG DQG GHHSHQHG� :H QRW RQO\ ORRN EH\RQG DJJUHJDWH LQFRPH WR LWV
GLVWULEXWLRQ� EXW DOVR UHFRJQL]H VWDQGDUGV RI OLYLQJ DQG WKXV GHYHORSPHQW DV
KDYLQJ NH\ GLPHQVLRQV EH\RQG LQFRPH� 7KLUG� ZH QRZ VHH VWUDWHJLHV IRU
GHYHORSPHQW LQ D PXFK PRUH VXEWOH ZD\� UDWKHU WKDQ IRFXVLQJ VLPSO\ RQ ERRVWLQJ
LQYHVWPHQW� ZH WDNH D PRUH FRPSUHKHQVLYH DSSURDFK DQG UHFRJQL]H WKH QHHG IRU D
JUHDWHU UROH IRU WKH SULYDWH VHFWRU� EDVHG RQ D GHHSHU XQGHUVWDQGLQJ RI KRZ LW
IXQFWLRQV� $QG IRXUWK� ZH KDYH UHRULHQWHG RXU SHUFHSWLRQ RI KRZ LQWHUQDWLRQDO
ILQDQFLDO LQVWLWXWLRQV VKRXOG ZRUN ZLWK WKHLU SDUWQHUV DQG FOLHQWV� &RXQWU\
FRPPLWPHQW� RZQHUVKLS� SDUWQHUVKLS� DQG D PRUH FRPSUHKHQVLYH DSSURDFK DUH
QRZ PXFK PRUH SURPLQHQW SDUWV RI WKH VWUDWHJ\�

7KH QHZ LQWHUQDWLRQDO ILQDQFLDO DUFKLWHFWXUH PDUNV RQH RI WKH PRVW UDGLFDO
FKDQJHV� ,W KDV EURXJKW PDVVLYH LQFUHDVHV LQ SULYDWH FDSLWDO IORZV DQG WUDGH DORQJ
ZLWK H[FKDQJH UDWH YRODWLOLW\ DQG JUHDWHU SUHVVXUH IRU VRXQG HFRQRPLF SROLFLHV� 7R
XVH ODQJXDJH WKDW KDV EHFRPH FXUUHQW� LQGHHG RIWHQ HPRWLRQDOO\ FKDUJHG� WKHUH
KDV EHHQ D UHPDUNDEOH DFFHOHUDWLRQ LQ WKH SDFH RI JOREDOL]DWLRQ� 'LIIHUHQW SHRSOH
PHDQ GLIIHUHQW WKLQJV E\ WKLV� :KDW , PHDQ E\ JOREDOL]DWLRQ LV WKH JURZLQJ
LQWHJUDWLRQ RI HFRQRPLHV DQG VRFLHWLHV WKURXJK WKH FURVV�FRXQWU\ IORZV RI
LQIRUPDWLRQ� LGHDV� DFWLYLWLHV� WHFKQRORJLHV� JRRGV� VHUYLFHV� FDSLWDO DQG SHRSOH�
*OREDOL]DWLRQ LV QRW D QHZ SKHQRPHQRQ� RI FRXUVH� WKH PRYHPHQW WRZDUG JUHDWHU
LQWHJUDWLRQ FDQ EH WUDFHG EDFN WR WKH HDUOLHVW KLVWRULFDO WLPHV� $QG LW LV DOVR WUXH
WKDW JOREDOL]DWLRQ KDV HEEHG DQG IORZHG LQ GLIIHUHQW SHULRGV ² UHDFKLQJ D SHDN LQ
WKH HDUO\ SDUW RI WKH WZHQWLHWK FHQWXU\� IRU H[DPSOH� EHIRUH ZDU DQG GHSUHVVLRQ
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FDXVHG PDQ\ FRXQWULHV WR UHWUHDW IURP ZRUOG PDUNHWV� 1HYHUWKHOHVV� WKH ODVW
GHFDGH KDV VHHQ H[WUDRUGLQDU\ FKDQJHV� SDUWLFXODUO\ LQ FRPPXQLFDWLRQV
WHFKQRORJLHV� RI ZKLFK WKH DGYHQW RI WKH ,QWHUQHW LV WKH PRVW YLVLEOH�

7KH LPSURYHG IORZ RI LQIRUPDWLRQ DORQH ZRXOG KDYH KDG D SRZHUIXO HIIHFW RQ
HFRQRPLHV DQG VRFLHWLHV� %XW WKH FRPPXQLFDWLRQV UHYROXWLRQ KDV DOVR EHHQ
DFFRPSDQLHG E\ GHFOLQHV LQ WUDQVSRUW FRVWV� DQG E\ PRUH RSHQ SROLFLHV WRZDUGV
LQWHUQDWLRQDO WUDGH DQG FDSLWDO IORZV� 7KH UHVXOW LV D PXFK PRUH LQWHJUDWHG ZRUOG
HFRQRP\ WKDQ ZH KDG MXVW WHQ \HDUV DJR� 7KH ODVW GHFDGH KDV VHHQ GUDPDWLF
LQFUHDVHV LQ FDSLWDO IORZV� DQG JURZWK LQ WUDGH KDV EHHQ PXFK IDVWHU WKDQ JURZWK
LQ LQFRPHV� 7KH UHFHQW LQFUHDVH LQ WUDGH SURYLGHV D VWULNLQJ H[DPSOH� WKH :RUOG
%DQN HVWLPDWHV WKDW ZRUOG WUDGH YROXPHV LQFUHDVHG E\ �� SHU FHQW ODVW \HDU� WKH
PRVW UDSLG UDWH RI LQFUHDVH VLQFH WKH ILUVW RLO VKRFN RI WKH HDUO\ ����V�

7KRVH RI XV ZKR ZRUN LQ WKH ,),V DUH NHHQO\ DZDUH RI WKH FKDQJHV DQG
SUHVVXUHV WKDW WKH DFFHOHUDWLRQ RI JOREDOL]DWLRQ EULQJV IRU WKH UROH RI WKH ,),V�
-DFTXHV GH /DURVLqUH KDV� LQ IDFW� DOUHDG\ DGGUHVVHG WKH WRSLF RI WKH UROH RI ,),V LQ
D ZRUOG RI SULYDWH FDSLWDO IORZV LQ KLV 3HU -DFREVVRQ /HFWXUH ILYH \HDUV DJR DW WKH
���� %DQN�)XQG $QQXDO 0HHWLQJV� DQG , FDQ RQO\ DGG D IHZ WKRXJKWV WR KLV PDLQ
SRLQWV�

, ZLOO DUJXH WRJHWKHU ZLWK -DFTXHV GH /DURVLqUH WKDW WKH ,),V GR FRQWLQXH WR
KDYH D UROH� EXW WKDW LW LV D FKDQJHG UROH� 7KH ,),V QRZ VWDUW XQDYRLGDEO\ IURP WKH
SUHPLVH WKDW WKH SULYDWH VHFWRU LV WKH HQJLQH RU ORFRPRWLYH RI JURZWK DQG
GHYHORSPHQW� VXUHO\ WKH IDLOXUHV RI GHYHORSPHQWDO GLULJLVPH DQG WKH FROODSVH RI
FRPPDQG HFRQRPLHV KDYH WDXJKW XV WKDW OHVVRQ� ,W LV FHQWUDO WR WKH UROH RI WKH ,),V�
WKHUHIRUH� WR SURPRWH DQG IRVWHU SULYDWH VHFWRU�GULYHQ JURZWK ² DQG WR GR VR LQ
ZD\V WKDW DUH SUR�SRRU�

,W LV ZRUWK VSHQGLQJ D PRPHQW WR HODERUDWH RQ WKLV SRLQW� 7KH ,),V� DV
SURPRWHUV RI GHYHORSPHQW� VKRXOG ZRUN WR FUHDWH QHZ RSSRUWXQLWLHV ² WKDW LV� WR
KHOS GHYHORSLQJ FRXQWULHV SXVK RXW WKH IURQWLHU RI ZKDW LV SRVVLEOH� 7KLV VKRXOG EH
WKH FRQVWDQW WHVW WKDW WKH\ DSSO\ WR WKHLU DFWLYLWLHV� DQG LW KDV DW OHDVW WZR
LPSOLFDWLRQV� )LUVW� LW PHDQV WKDW GHYHORSPHQW DVVLVWDQFH VKRXOG KDYH WKH HIIHFW RI
FURZGLQJ LQ SULYDWH LQYHVWPHQW ² IRU H[DPSOH� WKURXJK EXLOGLQJ D VRXQG
UHJXODWRU\ HQYLURQPHQW RU XSJUDGLQJ WKH VNLOOV RI WKH ODERXU IRUFH ² UDWKHU WKDQ
VXEVWLWXWLQJ IRU VXFK LQYHVWPHQW� 6HFRQG� GHYHORSPHQW DVVLVWDQFH PXVW EH
GHVLJQHG LQ VXFK D ZD\ WKDW LW KHOSV EXLOG DQG UDLVH WKH SURGXFWLYLW\ RI SXEOLF
UHVRXUFHV UDWKHU WKDQ PHUHO\ UHSODFLQJ VXFK UHVRXUFHV� 7R DFKLHYH WKHVH JRDOV� WKH
,),V PXVW VXFFHHG LQ KHOSLQJ FRXQWULHV LPSURYH WKH LQYHVWPHQW FOLPDWH� RQ WKH RQH
KDQG� DQG PXVW VXSSRUW FRXQWU\ RZQHUVKLS DQG FRPPLWPHQW IRU UHIRUP
LQLWLDWLYHV� RQ WKH RWKHU� 7R SXVK DQRWKHU PHWDSKRU� LI WKH SULYDWH VHFWRU LV WKH
ORFRPRWLYH RI GHYHORSPHQW� WKH ,),V· UROH LV WR KHOS FRXQWULHV OD\ WUDFN DQG FUHDWH
UDLOZD\ QHWZRUNV� 0RUHRYHU� ,),V QHHG WR GR VR LQ D ZD\ WKDW HQFRXUDJHV WKH
FRXQWU\ WR LQYHVW LQ LPSURYLQJ V\VWHPV DQG WR EXLOG VRXQG DGGLWLRQDO UDLO OLQHV RQ
LWV RZQ� UDWKHU WKDQ VLPSO\ UHO\LQJ RQ HQJLQHHULQJ DQG ILQDQFLQJ SURYLGHG E\ WKH
,),V� ,I ZH ZDQW WR VWUDLQ WKH PHWDSKRU VWLOO IXUWKHU� WKHUH PD\ DOVR EH PRPHQWV
ZKHQ WKH ,),V FDQ KHOS WR SXVK�VWDUW D ORFRPRWLYH VXIIHULQJ IURP LQHUWLD�
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:KDW DUH WKH LQVWUXPHQWV EHVW VXLWHG WR WKLV DSSURDFK" 2Q WKH OHQGLQJ VLGH� ZH
DUH PRYLQJ WRZDUG D SURJUDPPDWLF DSSURDFK ² WKDW LV� WRZDUG SURJUDPV WKDW FRYHU
D VXEVWDQWLDO SDUW RI WKH HFRQRP\� LQYROYH EDVLF SROLF\ UHIRUPV� DQG HPERG\
PXOWL�\HDU ILQDQFLQJ� 7KHVH PD\ EH LQYHVWPHQWV WKDW LQYROYH VXEVWDQWLDO VXSSRUW
IRU D VHFWRU RU DUHD RI DFWLYLW\� RU WKH\ PD\ EH SURJUDPV IRU HFRQRP\�ZLGH
DGMXVWPHQW� :LWKLQ WKLV DSSURDFK� ZH ZLOO XVH WZR PDMRU OHQGLQJ LQVWUXPHQWV�

x 3URJUDPPDWLF DGMXVWPHQW OHQGLQJ� 7KH NH\ UROH RI WKLV W\SH RI OHQGLQJ LV WR
VXSSRUW UHIRUPV WKDW DUH RULHQWHG WR JURZWK DQG SRYHUW\ UHGXFWLRQ E\
KHOSLQJ WR PHHW WKH XS�IURQW FRVWV RI DGMXVWPHQW� 7KXV� DV , KDYH DOUHDG\
UHPDUNHG� LW DLPV WR PHHW WKH FRVWV RI UHIRUPLQJ UDWKHU WKDQ FDUU\LQJ WKH
FRVWV RI QRW UHIRUPLQJ� ,Q VXFK FDVHV� ZKHUH FRXQWU\ FLUFXPVWDQFHV
SHUPLW� WKH :RUOG %DQN ZLOO LQFUHDVLQJO\ SURYLGH DLG LQ WKH IRUP RI ZKDW
ZH FDOO ¶SURJUDPPDWLF DGMXVWPHQW OHQGLQJ·� 7KHVH DUH SROLF\� DQG
SHUIRUPDQFH�EDVHG EXGJHW VXSSRUW ORDQV� ZLWKRXW WKH VWURQJ SURFHVV�
EDVHG FRQGLWLRQDOLW\ DQG QHJDWLYH FRQQRWDWLRQV �L�H�� ¶DGMXVWPHQW· DV D
UHVSRQVH WR SDVW IDLOXUHV� RI WUDGLWLRQDO DGMXVWPHQW OHQGLQJ� 6XFK OHQGLQJ
LV D SRZHUIXO YHKLFOH IRU EDFNLQJ VHULRXV UHIRUPV LQ FRXQWULHV ZLWK� RU
HVWDEOLVKLQJ� JRRG WUDFN UHFRUGV� 7ZHQW\ \HDUV RI H[SHULHQFH ZLWK
DGMXVWPHQW DQG RWKHU SURJUDPPDWLF OHQGLQJ VXJJHVWV WKDW WKLV W\SH RI
VXSSRUW LV PRVW HIIHFWLYH ZKHQ LW LV� �D� JURXQGHG LQ VWURQJ ERUURZHU
FRPPLWPHQW WR UHIRUP� DQG �E� GLVEXUVHG RQ WKH EDVLV RI DFWLRQV RQ WKH
JURXQG� UDWKHU WKDQ SURPLVHV� ,Q WKHVH FLUFXPVWDQFHV� EXGJHW VXSSRUW FDQ
EH D SDUWLFXODUO\ HIIHFWLYH YHKLFOH IRU VXSSRUWLQJ UHIRUP�

$V D PHDQV RI GRLQJ VR� SURJUDPPDWLF OHQGLQJ KDV DQ DGYDQWDJH
RYHU SURMHFW�EDVHG OHQGLQJ� LW SURPRWHV JUHDWHU RZQHUVKLS RI GHYHORSPHQW
VWUDWHJLHV E\ WKH ERUURZLQJ FRXQWU\� %RUURZHU FRPPLWPHQW WR UHIRUP LV
OLNHO\ WR GHSHQG RQ WKH GHJUHH RI DXWRQRP\ WKDW WKH FRXQWU\ KDV LQ VHWWLQJ
RXW LWV RZQ GHYHORSPHQW VWUDWHJ\� FRQVLVWHQW ZLWK LWV NQRZOHGJH DQG
XQGHUVWDQGLQJ RI WKH ORFDO VLWXDWLRQ� %HFDXVH FRXQWULHV DUH DEOH WR UHIOHFW
WKHLU SULRULWLHV EHWWHU ZLWKLQ WKH SURJUDP WKDQ ZLWKLQ D SURMHFW� WKH
SURJUDPPDWLF DSSURDFK FDQ LQFUHDVH FRXQWU\ RZQHUVKLS� 2I FRXUVH DQ ,),
ZLWK D PDQGDWH WR ILJKW SRYHUW\ FDQQRW VXSSRUW D SURJUDP PHUHO\ RQ WKH
JURXQGV WKDW LW LV ¶FRXQWU\�RZQHG·� ,W KDV DOVR WR EH FRQYLQFHG WKDW LW ZLOO
EH HIIHFWLYH LQ UHGXFLQJ SRYHUW\�

x 3URJUDPPDWLF LQYHVWPHQW OHQGLQJ� 7KH SURJUDPPDWLF DSSURDFK LV QRW
OLPLWHG WR EXGJHWDU\ VXSSRUW IRU HFRQRP\� RU VHFWRU�ZLGH DGMXVWPHQW DQG
GHYHORSPHQW� ,W DSSOLHV DOVR WR SURMHFWV WKDW DUH RI D VFRSH DQG LQIOXHQFH
VXFK WKDW WKH\ WDNH RQ PDQ\ RI WKH FKDUDFWHULVWLFV RI VHFWRU�ZLGH
DGMXVWPHQW SURJUDPV� /HW PH PHQWLRQ MXVW WZR OHDGLQJ H[DPSOHV IURP
RXU SRUWIROLR WKDW , KDYH KDG WKH SULYLOHJH RI ZLWQHVVLQJ ILUVW�KDQG LQ
UHFHQW PRQWKV� 2QH LV WKH 'LVWULFW 3ULPDU\ (GXFDWLRQ 3URJUDPPH LQ ,QGLD�
ZKLFK HQFRPSDVVHV RYHU �� PLOOLRQ VWXGHQWV DQG LV WKXV ODUJH UHODWLYH WR
DQ HGXFDWLRQDO ¶SURMHFW· LQ WKH WUDGLWLRQDO VHQVH� WKH VHFRQG LV WKH
.HFDPDWDQ 'HYHORSPHQW 3URJUDP LQ ,QGRQHVLD� ZKLFK LQ PDQ\ UHJLRQV
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SURYLGHV EORFN JUDQWV WR VXSSRUW YLOODJH�OHYHO SURMHFWV WKURXJKRXW WKH
FRXQWU\� 7KH ILUVW RI WKHVH KDV GUDPDWLFDOO\ FKDQJHG WKH ZD\ LQ ZKLFK
FRPPXQLWLHV DUH LQYROYHG LQ HGXFDWLRQ DQG LQ ZKLFK JLUOV EHQHILW IURP
HGXFDWLRQ� ZKLOH WKH VHFRQG LQYROYHV D SRZHUIXO H[DPSOH RI FRPPXQLWLHV
EHLQJ HPSRZHUHG WR DOORFDWH SXEOLF UHVRXUFHV� 7KXV HDFK RI WKHVH SURMHFWV
FOHDUO\ ILWV WKH FULWHULD IRU WKH SURJUDPPDWLF DSSURDFK WKDW , ODLG RXW
HDUOLHU�

&RPSOHPHQWLQJ WKHVH SURJUDPPDWLF LQVWUXPHQWV ZLOO EH D JUHDWHU HPSKDVLV
E\ WKH :RUOG %DQN RQ GHPRQVWUDWLRQ SURMHFWV� (YHQ ZLWK WKH VKLIW WR JUHDWHU XVH RI
EXGJHW�VXSSRUW DQG VHFWRU�ZLGH SURJUDP OHQGLQJ� SURMHFW OHQGLQJ ZLOO UHPDLQ D
SRZHUIXO WRRO IRU %DQN DVVLVWDQFH WR ERUURZHU FRXQWULHV� 7KH GLIIHUHQFH LV WKDW

SURMHFWV ZLOO QRZ EH XVHG ZKHUH WKH\ DUH PRVW HIIHFWLYH ² LQ GHPRQVWUDWLQJ WKH
YDOXH RI QHZ DSSURDFKHV DQG EXLOGLQJ FDSDFLW\� 7KH VWDNHV LQ GHYHORSPHQW DUH
WRR KLJK� DQG WKH UHVRXUFHV WRR OLPLWHG� WR DOORZ XV WR FDUU\ RXW ZKDW PLJKW EH
FDOOHG ¶HQFODYH SURMHFWV·� 7KHVH DUH SURMHFWV WKDW PD\ KDYH D SRVLWLYH HIIHFW ZLWKLQ
WKH FRQILQHV RI WKH SURMHFW� EXW WKDW OHDG WR QHLWKHU VLJQLILFDQW NQRZOHGJH
VSLOORYHUV� QRU WKH EXLOGLQJ RI DQ\ FDSDFLW\ IRU WKH IXWXUH� ,QGHHG� LI QRW FDUHIXOO\
GHVLJQHG ZLWK IXQJLELOLW\ FRQFHUQV LQ PLQG� ,), HIIRUWV PD\ VLPSO\ GLVSODFH WKH
FRXQWU\·V RZQ HDUOLHU LQLWLDWLYHV� VR WKDW LQ WKH HQG WKH ,), SURMHFWV PD\ KDYH
PLQLPDO QHW GHYHORSPHQWDO HIIHFW�

%\ FRQWUDVW� ¶GHPRQVWUDWLRQ SURMHFWV· QRW RQO\ KDYH D VLJQLILFDQW GLUHFW HIIHFW
EXW DOVR VSDUN VLPLODU UHIRUPV WKURXJKRXW DQ HFRQRP\� 7KH (%5' KDV EHHQ LQ WKH
OHDG LQ GHYHORSLQJ WKH WKHRU\ DQG SUDFWLFH RI GHPRQVWUDWLRQ SURMHFWV DV D
SDUWLFLSDQW LQYHVWRU� ,Q WKHLU ODQJXDJH� WKH\ VSHDN RI ¶WUDQVLWLRQ LPSDFW·� 7KH\
KDYH VKRZQ WKDW RQH FDQ SURYLGH VHULRXV DQDO\VLV DQG PHDVXUHPHQW WKDW FDQ
JXLGH SURMHFW VHOHFWLRQ DQG VWUDWHJLF GHFLVLRQV� ,Q WKH ODQJXDJH RI WKH ,)&� WKH
DQDORJRXV WHUP LV ¶GHYHORSPHQW LPSDFW·� %RWK WKH (%5' DQG WKH ,)& KDYH GRQH
PXFK WR SURYH WKH YDOXH RI WKH GHPRQVWUDWLRQ SURMHFW� WKH\ KDYH SLRQHHUHG QHZ
DSSURDFKHV DQG H[SORUHG QHZ PDUNHWV� KLJKOLJKWLQJ WKH ZD\ IRU IXUWKHU SULYDWH�
VHFWRU LQLWLDWLYH� ,W LV QRW IRU PH WR SLFN WKH RXWVWDQGLQJ (%5' H[DPSOHV EXW , GR
UHPHPEHU WKH PXQLFLSDO XWLOLW\ SURMHFWV LQ &HQWUDO (XURSH� WKH HTXLW\ LQ SULYDWH
EDQNV LQ %RVQLD MXVW RQH \HDU DIWHU WKH 'D\WRQ 3HDFH $FFRUG� DQG WKH WUDGH
IDFLOLWDWLRQ SURJUDP ILUVW GHYHORSHG LQ 5XVVLD LQ ����� 2EYLRXVO\� LI WKH ,),V DUH
WDNLQJ WKH ULVNV WKDW WKH\ VKRXOG� WKHQ QRW HYHU\ SURMHFW ZLOO EH D VXFFHVV� OHW DORQH
KDYH VSLOORYHU HIIHFWV� 1HYHUWKHOHVV� HYHU\ SURSRVHG SURMHFW VKRXOG EH MXGJHG
DJDLQVW D FULWHULRQ RI SRWHQWLDO IRU VSLOORYHUV�

7KHVH GHPRQVWUDWLRQ HIIHFWV FDQ DSSO\ DFURVV FRXQWULHV� DV ZHOO DV DFURVV VWDWHV
ZLWKLQ D FRXQWU\� ,QGHHG� RQH DGYDQWDJH RI WKH ,),V LV WKHLU DELOLW\ WR KHOS
SURSDJDWH VXFK VSLOORYHUV� 2QH UHFHQW H[DPSOH LV WKH PDUNHW�EDVHG ODQG UHIRUPV
LQ QRUWKHDVW %UD]LO� ZKLFK KDYH EHHQ LPSOHPHQWHG VXFFHVVIXOO\ LQ VHYHUDO VWDWHV
ZLWK :RUOG %DQN VXSSRUW DQG DUH QRZ EHLQJ UHSOLFDWHG WKURXJKRXW %UD]LO·V
SRRUHU VWDWHV� ,QGHHG� WKLV LV D JRRG H[DPSOH RI LQWHUQDWLRQDO GHPRQVWUDWLRQ HIIHFWV�
VLQFH WKH RULJLQDO H[DPSOH FDPH IURP 6RXWK $IULFD� DQG WKH %UD]LOLDQ H[DPSOH LV
QRZ EHLQJ HPXODWHG E\ RWKHU FRXQWULHV� LQFOXGLQJ WKH 3KLOLSSLQHV DQG *XDWHPDOD�
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6LPLODUO\� ZLWK :RUOG %DQN VXSSRUW WKH ,QGLDQ VWDWH RI .DUQDWDND LV DERXW WR
ODXQFK D VWDWH�OHYHO 9$7� ZKLFK ZLOO ERWK HVWDEOLVK D EXR\DQW UHYHQXH EDVH DQG�
RYHU WLPH� UHGXFH DGPLQLVWUDWLYH KDUDVVPHQW� .DUQDWDND·V H[DPSOH LV OLNHO\ WR EH
IROORZHG E\ RWKHU VWDWHV LQ ,QGLD�

7KHVH LQVWUXPHQWV ² SURJUDPPDWLF DGMXVWPHQW DQG LQYHVWPHQW OHQGLQJ� DQG
GHPRQVWUDWLRQ SURMHFWV ² DUH PRVW HIIHFWLYH ZKHQ FRPELQHG ZLWK RWKHU DVVHWV DQG
LQVWUXPHQWV DW WKH GLVSRVDO RI WKH ,),V� 7KHVH LQFOXGH�

x H[WHQVLYH NQRZOHGJH DERXW ZKDW GHYHORSPHQW DSSURDFKHV DUH HIIHFWLYH LQ
ZKDW FLUFXPVWDQFHV� EUHG RI FURVV�FRXQWU\ H[SHULHQFH DQG VHULRXV
UHVHDUFK�

x D FRQFHUQ IRU FDSDFLW\�EXLOGLQJ� WRJHWKHU ZLWK LQVWUXPHQWV WR SURPRWH LW�
x DQ DELOLW\ WR XVH ZHOO�GHVLJQHG FRQGLWLRQDOLW\ WR KHOS FRXQWULHV FRPPLW WR

UHIRUPV� DQG
x D ILQDQFLDO VWUXFWXUH WKDW LV ZHOO VXLWHG WR GHYHORSPHQW DVVLVWDQFH�
7KHVH DGGLWLRQDO WRROV SURYLGH SDUW RI WKH DQVZHU WR WKH REYLRXV TXHVWLRQV

DERXW WKH ,),V DQG WKH SULYDWH VHFWRU� +RZ FDQ WKH ,),V SDUWQHU ZLWK WKH SULYDWH
VHFWRU� VR WKDW WKH ODWWHU FDQ GR ZKDW LW FRXOG QRW RWKHUZLVH GR" :K\ FDQQRW
FDSLWDO PDUNHWV GR WKH MRE RI LQVWLWXWLRQDO UHIRUP DQG HFRQRPLF GHYHORSPHQW"

6RPH SLRQHHULQJ GHYHORSPHQW SURMHFWV ZRXOG EH ZLWKLQ WKH DPELW RI SULYDWH
LQYHVWPHQW� ZHUH LW QRW IRU WKH JUHDW FRPPHUFLDO� VRFLDO DQG SROLWLFDO ULVNV ZKLFK
RIWHQ DFFRPSDQ\ LQQRYDWLRQ LQ GHYHORSLQJ FRXQWULHV� 7KH ,),V KDYH FDSLWDO
VWUXFWXUHV WKDW DOORZ WKHP WR DEVRUE SDUW RI WKHVH ULVNV LQ SDUWQHUVKLS ZLWK SULYDWH
LQYHVWPHQW� 0RUHRYHU� WKH UHODWLRQVKLS ,),V KDYH ZLWK JRYHUQPHQWV HQDEOHV WKHP
WR UHGXFH SROLWLFDO ULVNV LQ ZD\V WKDW D SULYDWH LQYHVWRU FRXOG QRW� )LUVW�WLPH
IRUHLJQ LQYHVWRUV PLJKW PDNH DQ LQYHVWPHQW WKDW WKH\ ZRXOG RWKHUZLVH DYRLG LI
WKH\ FDQ UHO\ RQ WKH SULRU NQRZOHGJH� H[SHULHQFH� UHODWLRQVKLSV� DQG VWDQGLQJ RI
DQ ,), LQ WKH FRXQWU\� 0RUHRYHU� WKH ,),V FDQ EULQJ ORFDO SURMHFW GHYHORSPHQW
H[SHULHQFH WR QHZ SULYDWH LQYHVWRUV WR KHOS SURMHFWV JHW RII WKH JURXQG�

+RZ GR ZH HQVXUH WKDW WKLV VXSSRUW GRHV QRW EHFRPH D FUXWFK" +RZ FDQ WKH
DVVLVWDQFH RI WKH ,),V HQDEOH QHZ SULYDWH VHFWRU DFWLYLW\ ZLWKRXW FUHDWLQJ DQ
HQIHHEOLQJ GHSHQGHQF\ RQ LQWHUQDWLRQDO VXEVLGLHV" 7KLV TXHVWLRQ JRHV WR WKH KHDUW
RI WKH FXUUHQW GHEDWH DERXW WKH ,),V� &ULWLFV PLJKW DUJXH WKDW LQYHVWRUV ORYH WR ILOO
WKH KROHV LQ WKHLU RWKHUZLVH XQIXQGDEOH SURMHFWV ZLWK SXEOLF PRQLHV� EXW WKDW WKLV
GLVWRUWV UDWKHU WKDQ VWUHQJWKHQV PDUNHW GLVFLSOLQH� 6LPLODUO\� LQYHVWRUV ZRXOG
ZHOFRPH WKH ,),V UXQQLQJ WKHLU LQWHUIHUHQFH IRU WKHP ZLWK WKH SROLWLFDO DXWKRULWLHV�
%XW WKDW ZRXOG SRVWSRQH WKH GD\ ZKHQ WKH ULJKWV RI SULYDWH HQWUHSUHQHXUVKLS DQG
LQYHVWPHQW ZLOO EH UHVSHFWHG� 7KHVH DUH VHULRXV DUJXPHQWV WKDW WKH ,),V PXVW WDNH
WR KHDUW�

7KH DQVZHU OLHV LQ WKH GHYHORSPHQWDO OHDUQLQJ DQG GHPRQVWUDWLRQ HIIHFW� 7KH
LQYROYHPHQW RI WKH ,), LV SUHPLVHG RQ WKH OHDUQLQJ DQG FDSDFLW\�EXLOGLQJ WKDW LW
EULQJV DERXW ² VR WKDW LWV LQYROYHPHQW ZLOO VXEVHTXHQWO\ QRW EH QHHGHG� ,Q WKLV
VHQVH� WKH MRE RI WKH ,),V LV WR FRQWLQXDOO\ ZRUN WKHPVHOYHV RXW RI D MRE� DVVLVWLQJ
FRXQWULHV LQ LQFUHDVLQJ WKHLU FDSDFLW\ WR FDUU\ RXW GHYHORSPHQW UHIRUPV� DQG
JUDGXDOO\ UHSODFLQJ ,),V· WHFKQLFDO H[SHUWLVH ZLWK WKHLU RZQ LQ WKH SURFHVV� ,Q



STERN ���

GRLQJ VR� DQ ,), KDV WR HPERG\ WKH LPSDUWLDOLW\ WKDW LWV SXEOLF DQG LQWHUQDWLRQDO
VWDWXV FDQ EULQJ� 7KDW LV� LW KDV WR ZRUN WR LPSURYH WKH LQYHVWPHQW FOLPDWH IRU DOO
LQYHVWRUV� VPDOO RU ELJ� GRPHVWLF RU IRUHLJQ� DQG QRW MXVW IRU WKRVH ZKR DUH LWV
FXUUHQW FOLHQWV�

7KLV DQVZHU VSHDNV WR WKH ZKROH LVVXH RI WKH UROH RI WKH ,),V LQ D ZRUOG RI
JOREDOL]HG SULYDWH FDSLWDO IORZV� 7KH FDSDFLW\�EXLOGLQJ EXVLQHVV RI D SXEOLF
GHYHORSPHQW LQVWLWXWLRQ LV IXQGDPHQWDOO\ GLIIHUHQW IURP WKDW RI D SULYDWH
EXVLQHVV� ,PDJLQH D FRXQWU\ WKDW QHHGV WR EXLOG WHQ SRZHU SODQWV DW UHDVRQDEOH
SULFHV� )RU D FRPPHUFLDO LQVWLWXWLRQ� UHSHDW EXVLQHVV LV WKHLU EXVLQHVV� WKH LQFHQWLYH
LV WR EXLOG WKH ILUVW SRZHU SODQW LQ VXFK D ZD\ WKDW WKH FRXQWU\·V JRYHUQPHQW WKHQ
FRPPLWV WR SXUFKDVH WKH RWKHU QLQH SODQWV IURP WKH VDPH VXSSOLHU� %\ FRQWUDVW�
RXU UROH DV ,),V LV WR HQVXUH WKDW WKH FRXQWU\ LV DEOH WR EXLOG DQG RSHUDWH LWV RZQ
SRZHU SODQWV� 2XU LQYROYHPHQW VKRXOG WKHUHIRUH EH JHDUHG WRZDUG EXLOGLQJ RQH
SRZHU SODQW DV D GHPRQVWUDWLRQ SURMHFW� ZKLOH DOVR KHOSLQJ WKH FRXQWU\ GHYHORS
WKH LQVWLWXWLRQDO VWUXFWXUH WKDW ZLOO SURPRWH WKH FRQVWUXFWLRQ DQG PDQDJHPHQW RI
WKH RWKHU QLQH SRZHU SODQWV�

:H VKRXOG \LHOG WR QR RQH LQ UHFRJQL]LQJ WKH SURPLVH RI WKH LQWHUQDWLRQDO
SULYDWH FDSLWDO IORZV IRU JURZWK DQG GHYHORSPHQW� %XW ZH VKRXOG ZLWK HTXDO
IRUFH DVVHUW WKH GLVWLQFWLYH UROH RI WKH ,),V� WR DVVLVW FOLHQW FRXQWULHV LQ IRVWHULQJ WKH
LQVWLWXWLRQDO OHDUQLQJ DQG WKH EXLOGLQJ RI WKH LQYHVWPHQW FOLPDWH WKDW DUH
QHFHVVDU\ WR GHVLJQ WKHLU RZQ GHYHORSPHQW VXFFHVVHV� DQG WR KHOS HQVXUH WKDW WKH
SRRU ZLWKLQ WKRVH FRXQWULHV VKDUH LQ WKDW JUHDW SURPLVH�

���&RQFOXVLRQ�

,Q FRQFOXVLRQ� , ZRXOG OLNH QRW RQO\ WR DVVHUW EXW DOVR WR FHOHEUDWH WKH GLVWLQFWLYH
UROH RI WKH ,),V� 7RR RIWHQ� GHYHORSPHQW LQVWLWXWLRQV DUH VHHQ RU SRUWUD\HG DV
DJHQFLHV WKDW WKLQN WKH\ DUH VROYLQJ JUDQG FROOHFWLYH DFWLRQ SUREOHPV EXW WKDW DUH
DFWXDOO\ SXUVXLQJ UDWKHU PXQGDQH DQG SDURFKLDO HQGV� <HW VXFK D SLFWXUH GRHV QRW
WHOO WKH UHDO VWRU\�

)URP WKH DQFLHQW 6WRLFV RQZDUG� WKHUH KDV EHHQ WKH YLVLRQ WKDW ZH DUH DOO QRW
PHUHO\ FLWL]HQV RI RXU RZQ SROLV EXW DUH DOVR FLWL]HQV RI WKH ZRUOG� 7KHUH LV D ORZHU
VHOI WKDW LV LQGHOLEO\ PDUNHG E\ WKH DFFLGHQWV RI ELUWK DQG XSEULQJLQJ� %XW WKHUH LV
DOVR D KLJKHU VHOI WKDW FDQ RYHUORRN WKHVH SDUWLFXODUV WR UHFRJQL]H D FRPPRQ
KXPDQLW\� &RXQWULHV� OLNH LQGLYLGXDOV� DUH SURQH WR VHH LVVXHV QDUURZO\ LQ WHUPV RI
VHOI�LQWHUHVW� DQG WKXV WKH ,),V DUH VRPHWLPHV VHHQ DV VLPSO\ GHYLFHV WR SXUVXH WKH
HQGV RI WKH ULFK FRXQWULHV WKDW DUH WKHLU GRPLQDQW VKDUHKROGHUV� :H DOO ²
VKDUHKROGHUV� PDQDJHPHQW DQG HPSOR\HHV ² ZRXOG EH VHOOLQJ RXU PLVVLRQ VKRUW LI
ZH VDZ LW WKLV ZD\�

7KH GHYHORSPHQW DJHQFLHV VKRXOG EH VHHQ DV� DQG DFW DV� LQVWLWXWLRQDO
PHFKDQLVPV IRU FRXQWULHV WR FRQWUDFWXDOO\ ELQG WKHPVHOYHV WR SXUVXH KLJKHU HQGV�
,Q WKH ,),V� HDFK PHPEHU FRXQWU\ LV OLNH DQ 2G\VVHXV ELQGLQJ LWVHOI WR WKH
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FROOHFWLYH PDVW RI LQWHUQDWLRQDO GHYHORSPHQW DQG JRYHUQDQFH ² DQG WKXV WKH
FRXQWU\ FRPPLWV LWVHOI WR UHVLVW WKH VLUHQ�VRQJV RI SDURFKLDO LQWHUHVWV LQ RUGHU WR
SXUVXH WKDW FRPPRQ JRRG� )RU DOO LWV ULFKHV DQG SURPLVH� WKH ZRUOG FRPPXQLW\ LV
WKUHDWHQHG E\ SRYHUW\ DQG GLVHDVH� 7KH LQWHUQDWLRQDO ILQDQFLDO LQVWLWXWLRQV PXVW
QRZ� PRUH WKDQ HYHU� FDOO XSRQ WKHLU PHPEHU QDWLRQV WR JR EH\RQG QDUURZ
LQWHUHVWV DQG WR UHSOHQLVK WKHLU FRPPRQ FRPPLWPHQW WR WKH RYHUDOO GHYHORSPHQW
RI KXPDQNLQG�

2XU UHVSRQVLELOLW\ LV DOO WKH PRUH VHULRXV� JLYHQ WKDW ZH QRZ NQRZ PRUH WKDQ
HYHU DERXW ZKDW VWUDWHJ\ LV PRVW HIIHFWLYH LQ SURPRWLQJ GHYHORSPHQW� DV ZHOO DV
ZKDW UROH WKH ,),V FDQ PRVW XVHIXOO\ SOD\ DV DJHQWV RI FKDQJH� 6WUDWHJLFDOO\� ZH
NQRZ WKDW ZH QHHG WR IRFXV RQ LPSURYHPHQW RI WKH LQYHVWPHQW FOLPDWH DQG
HPSRZHUPHQW RI SRRU SHRSOH� 2SHUDWLRQDOO\� ZH NQRZ WKDW WKH PRVW HIIHFWLYH
WRROV IRU DFKLHYLQJ WKHVH UHIRUPV DUH SURMHFWV ZLWK SRZHUIXO GHPRQVWUDWLRQ HIIHFWV
DQG SURJUDPPDWLF OHQGLQJ� DOZD\V ERXQG WRJHWKHU ZLWK WKH NQRZOHGJH� FDSDFLW\�
EXLOGLQJ� DQG PXWXDO FRPPLWPHQW WKDW WKH ,),V FDQ RIIHU� 7KLV NQRZOHGJH DERXW
ZKDW ZRUNV LV ERUQ IURP WKH H[SHULHQFH RI WKH (%5' DQG WKH :RUOG %DQN� ZKLFK
KDYH OHG WKH ZD\ LQ DFFXPXODWLQJ WKH H[SHULHQFH DQG DQDO\VLV RQ ZKLFK WKLV
YLVLRQ LV EDVHG� 7KH GHYHORSLQJ ZRUOG KDV LWVHOI EHHQ GUDZLQJ LWV OHVVRQV� DQG
HFRQRPLF SROLFLHV KDYH LPSURYHG PDUNHGO\ RYHU WKH SDVW WHQ \HDUV� 7KH UHVXOW LV
WKDW� IRU WKH ILUVW WLPH LQ GHFDGHV� SHU FDSLWD LQFRPH LQ GHYHORSLQJ FRXQWULHV LV
JURZLQJ PRUH UDSLGO\ WKDQ LQ DGYDQFHG FRXQWULHV� 7KLV VXUJH LV IDU IURP XQLIRUP�
EXW RQ DYHUDJH LW LV KDSSHQLQJ� 7KXV WKHUH DUH PRUH IDYRXUDEOH FLUFXPVWDQFHV LQ
WKH GHYHORSLQJ ZRUOG� ZH KDYH D GHHSHU XQGHUVWDQGLQJ RI GHYHORSPHQW� DQG ZH
NQRZ PRUH DERXW KRZ WKH ,),V FDQ ZRUN PRVW HIIHFWLYHO\� 2XU RSSRUWXQLW\ WR
PDNH UHDO SURJUHVV LQ WKH ILJKW DJDLQVW SRYHUW\ KDV QHYHU EHHQ JUHDWHU� 7R
SDUDSKUDVH &KXUFKLOO� ¶:H KDYH WKH WRROV� OHW·V JHW RQ ZLWK WKH MRE�·

5HIHUHQFHV�

GH /DURVLqUH� -DFTXHV ������� ¶)LQDQFLQJ 'HYHORSPHQW LQ D :RUOG RI 3ULYDWH &DSLWDO )ORZV�
7KH &KDOOHQJH IRU 0XOWLODWHUDO 'HYHORSPHQW %DQNV LQ :RUNLQJ ZLWK WKH 3ULYDWH
6HFWRU·� 7KH 3HU -DFREVVRQ /HFWXUH� :DVKLQJWRQ� '&� ,0)�

'ROODU� 'DYLG DQG $DUW .UDD\ ������� ¶7UDGH� *URZWK DQG 3RYHUW\·� $%&'( &RQIHUHQFH
3DSHU 0D\ �� ����� $OVR 3ROLF\ 5HVHDUFK :RUNLQJ 3DSHU ����� :DVKLQJWRQ� '&� 7KH
:RUOG %DQN� KWWS���HFRQ�ZRUOGEDQN�RUJ�YLHZ�SKS"W\SH �	FRQILG ����	LG �����

'ROODU� 'DYLG DQG %|UMH /MXQJJUHQ ������� ¶9LHWQDP·� LQ 'HVDL� 3DGPD �HG�� *RLQJ *OREDO�
7UDQVLWLRQ IURP 3ODQ WR 0DUNHW LQ WKH :RUOG (FRQRP\� &DPEULGJH� 0$� 0,7 3UHVV�

-LPHQH]� (PPDQXHO DQG 9LFHQWH 3DTXHR ������� 'R /RFDO &RQWULEXWLRQV $IIHFW WKH
(IILFLHQF\ RI 3XEOLF 3ULPDU\ 6FKRROV" (FRQRPLFV RI (GXFDWLRQ 5HYLHZ� ������ SS� ���²���

-LPHQH]� (PPDQXHO DQG <DVX\XNL 6DZDGD ������� 'R &RPPXQLW\�0DQDJHG 6FKRROV
:RUN" $Q (YDOXDWLRQ RI (O 6DOYDGRU·V ('8&2 3URJUDP� :RUOG %DQN (FRQRPLF 5HYLHZ�
������ SS� ���²���
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0DFKLDYHOOL� 1LFFROz ������ �RULJ� ������ 7KH 3ULQFH DQG WKH 'LVFRXUVHV� 1HZ <RUN� 5DQGRP
+RXVH�

1DUD\DQ� 'HHSD ZLWK 3� 5DM� .� 6FKDIIW� $� 5DGHPDFKHU DQG 6� .RFK�6FKXOWH ������� 9RLFHV

RI WKH 3RRU� &DQ $Q\RQH +HDU 8V" :DVKLQJWRQ� '&� 2[IRUG 8QLYHUVLW\ 3UHVV IRU WKH
:RUOG %DQN�

6HQ� $PDUW\D ������� 'HYHORSPHQW DV )UHHGRP� 2[IRUG� 2[IRUG 8QLYHUVLW\ 3UHVV�
6WHUQ� 1LFKRODV ������� ¶$ 6WUDWHJ\ IRU 'HYHORSPHQW·� $%&'( &RQIHUHQFH .H\QRWH

$GGUHVV� 0D\ �� ����� KWWS���HFRQ�ZRUOGEDQN�RUJ�YLHZ�SKS"W\SH �	FRQILG ����
	LG ����

6WHUQ� 1LFKRODV DQG +DQV 3HWHU /DQNHV ������� ¶0DNLQJ WKH PRVW RI 0DUNHWV� 7KH 5ROH RI
,),V·� (,% 3DSHUV� ����� SS� ���²���

:RUOG %DQN ������� :RUOG 'HYHORSPHQW 5HSRUW ���������� $WWDFNLQJ 3RYHUW\� 1HZ <RUN�
2[IRUG 8QLYHUVLW\ 3UHVV�

:RUOG %DQN ������� (QJHQGHULQJ 'HYHORSPHQW� 7KURXJK *HQGHU (TXDOLW\ LQ 5LJKWV� 5HVRXUFHV�
DQG 9RLFH� 3ROLF\ 5HVHDUFK 5HSRUW� 1HZ <RUN� 2[IRUG 8QLYHUVLW\ 3UHVV�


