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 /�$ODQ�:LQWHUV�LV�DOVR�DIILOLDWHG�WR�WKH�&HQWUH�IRU�(FRQRPLF�3HUIRUPDQFH�DW�/RQGRQ�6FKRRO�RI�(FRQRPLFV�

:H�DUH�ERWK�JUDWHIXO�WR�PDQ\�FROOHDJXHV�IRU�FRQYHUVDWLRQV�RQ�WKLV�VXEMHFW�DQG�WR�5LFKDUG�%DOGZLQ��%ULJLWWH�*UDQYLOOH
DQG�6WHSKHQ�<HR�IRU�FRPPHQWV�RQ�DQ�HDUOLHU�GUDIW�



&HQWUH�IRU�(FRQRPLF�3ROLF\�5HVHDUFK

7KH�&HQWUH�IRU�(FRQRPLF�3ROLF\�5HVHDUFK�LV�D�QHWZRUN�RI�DOPRVW�����5HVHDUFK�)HOORZV��EDVHG
SULPDULO\�LQ�(XURSHDQ�XQLYHUVLWLHV��7KH�&HQWUH�FRRUGLQDWHV�LWV�)HOORZV·�UHVHDUFK�DFWLYLWLHV�DQG
FRPPXQLFDWHV�WKHLU�UHVXOWV�WR�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV��&(35�LV�DQ�HQWUHSUHQHXU��GHYHORSLQJ
UHVHDUFK�LQLWLDWLYHV�ZLWK�WKH�SURGXFHUV��FRQVXPHUV�DQG�VSRQVRUV�RI�UHVHDUFK��(VWDEOLVKHG�LQ������
&(35�LV�D�(XURSHDQ�HFRQRPLFV�UHVHDUFK�RUJDQL]DWLRQ�ZLWK�XQLTXHO\�ZLGH�UDQJLQJ�VFRSH�DQG
DFWLYLWLHV�

&(35�LV�D�UHJLVWHUHG�HGXFDWLRQDO�FKDULW\��,QVWLWXWLRQDO��FRUH��ILQDQFH�IRU�WKH�&HQWUH�LV�SURYLGHG�E\
PDMRU�JUDQWV�IURP�WKH�(FRQRPLF�DQG�6RFLDO�5HVHDUFK�&RXQFLO��XQGHU�ZKLFK�DQ�(65&�5HVRXUFH�&HQWUH
RSHUDWHV�ZLWKLQ�&(35��WKH�(VPpH�)DLUEDLUQ�&KDULWDEOH�7UXVW�DQG�WKH�%DQN�RI�(QJODQG��7KH�&HQWUH�LV
DOVR�VXSSRUWHG�E\�WKH�(XURSHDQ�&HQWUDO�%DQN��WKH�%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV�����QDWLRQDO
FHQWUDO�EDQNV�DQG����FRPSDQLHV��1RQH�RI�WKHVH�RUJDQL]DWLRQV�JLYHV�SULRU�UHYLHZ�WR�WKH�&HQWUH·V
SXEOLFDWLRQV��QRU�GR�WKH\�QHFHVVDULO\�HQGRUVH�WKH�YLHZV�H[SUHVVHG�WKHUHLQ�

7KH�&HQWUH�LV�SOXUDOLVW�DQG�QRQ�SDUWLVDQ��EULQJLQJ�HFRQRPLF�UHVHDUFK�WR�EHDU�RQ�WKH�DQDO\VLV�RI
PHGLXP��DQG�ORQJ�UXQ�SROLF\�TXHVWLRQV��&(35�UHVHDUFK�PD\�LQFOXGH�YLHZV�RQ�SROLF\��EXW�WKH
([HFXWLYH�&RPPLWWHH�RI�WKH�&HQWUH�GRHV�QRW�JLYH�SULRU�UHYLHZ�WR�LWV�SXEOLFDWLRQV��DQG�WKH�&HQWUH�WDNHV
QR�LQVWLWXWLRQDO�SROLF\�SRVLWLRQV��7KH�RSLQLRQV�H[SUHVVHG�LQ�WKLV�UHSRUW�DUH�WKRVH�RI�WKH�DXWKRUV�DQG�QRW
WKRVH�RI�WKH�&HQWUH�IRU�(FRQRPLF�3ROLF\�5HVHDUFK

([HFXWLYH�&RPPLWWHH

&KDLUPDQ� *XLOOHUPR�GH�OD�'HKHVD

-DQ�.U\V]WRI�%LHOHFNL 'HQLV�*URPE� %ULGJHW�5RVHZHOO
'LDQH�&R\OH 3KLOLSSH�/DJD\HWWH 0DULR�6DUFLQHOOL
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%HUQDUG�'HZH�0DWKHZV 3HWHU�0LGGOHWRQ 3KLOLSSH�:HLO
)UDQFHVFR�*LDYD]]L 5DIDHO�5HSXOOR

2IILFHUV
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&RQWHQWV

([HFXWLYH�6XPPDU\ Y

,QWURGXFWLRQ �

�� /LEHUDOL]H��OLEHUDOL]H��OLEHUDOL]H

��� $JULFXOWXUH
��� 0DQXIDFWXUHV
��� 6HUYLFHV

�

�
�
�

�� &UHGLW�IRU�XQLODWHUDO�OLEHUDOL]DWLRQ ��

�� 5H�LQYHQWLQJ�VSHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW ��

�� %LQGLQJ�WHFKQLFDO�DVVLVWDQFH ��

�� *HQXLQHO\�SKDVLQJ�RXW�WKH�0)$ ��

�� $YRLGLQJ�ODERXU�DQG�HQYLURQPHQWDO�VWDQGDUGV ��

�� 'URSSLQJ�LQYHVWPHQW�DQG�FRPSHWLWLRQ�SROLF\ ��

�� 7KH�JRYHUQDQFH�RI�WKH�:72 ��

�� &RQFOXVLRQV ��

%LEOLRJUDSKLFDO�1RWH ��

5HIHUHQFHV ��



/LVW�RI�)LJXUHV

)LJXUH��������$JULFXOWXUDO�VXSSRUW�LQ�2(&'������ �

)LJXUH������ $YHUDJH�WDULIIV�RQ�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWU\
H[SRUWV�RI�PDQXIDFWXUHV

�

)LJXUH�������*DLQV�IURP�����UHGXFWLRQ�LQ�WUDGH�EDUULHUV ��



([HFXWLYH�6XPPDU\

6HDWWOH�ZDV�D�PHVV��7KH�IDLOXUH�RI�WKH�:72�0LQLVWHULDO�PHHWLQJ�WR�LQLWLDWH�D�QHZ
URXQG�RI�ZRUOG�WUDGH�WDONV�LQ�'HFHPEHU������UHIOHFWHG�VHYHUDO�QHJDWLYH�IRUFHV��WKH
SDUWLHV·�ZLGHO\�GLVSDUDWH�SRVLWLRQV��WKH�OXNHZDUP�DWWLWXGH�RI�JRYHUQPHQWV�WRZDUGV�IXUWKHU
WUDGH�OLEHUDOL]DWLRQ��DQG�D�IDLOXUH�RI�WKH�:72�DV�DQ�LQVWLWXWLRQ��7KH�WUXVW�QHFHVVDU\�WR
VSDQ�WKH�ODUJH�GLIIHUHQFHV�LQ�DWWLWXGHV�DQG�LQWHUHVWV�HQFRXQWHUHG�LQ�WUDGH�QHJRWLDWLRQV
ZDV�FRPSOHWHO\�DEVHQW��DQG�DPRQJ�WKH�ZRUVW�IUDFWXUHV�ZDV�WKDW�EHWZHHQ�WKH
GHYHORSHG�DQG�WKH�GHYHORSLQJ�FRXQWULHV��7KH�ODWWHU�IHOW�FRPSOHWHO\�H[FOXGHG�IURP�WKH
SURFHVV�LQ�6HDWWOH��ERWK�SURFHGXUDOO\�DQG�EHFDXVH�WKH\�ZHUH�XQDEOH�WR�PDNH�WKHLU
YRLFHV�KHDUG�LQ�WKH�VXEVWDQWLYH�GHEDWHV�DQG�SUHSDUDWLRQV�

,I�WKH�:72�LV�WR�UHFRYHU�IURP�6HDWWOH��LW�ZLOO�QHHG�WR�EULQJ�WKH�GHYHORSLQJ�FRXQWULHV�PXFK
PRUH�VHFXUHO\�LQWR�WKH�WUDGLQJ�V\VWHP��$IWHU�DOO��GHYHORSLQJ�FRXQWULHV�FRPSULVH�D�ODUJH
PDMRULW\�RI�:72�PHPEHUVKLS�DQG�DFFRXQW�IRU�DQ�LQFUHDVLQJ�VKDUH�RI�ZRUOG�WUDGH�DQG
WKH�EXON�RI�LWV�JURZWK��7KH\�IHHO�IUXVWUDWHG�E\�WKH�GLIILFXOWLHV�RI�LPSOHPHQWLQJ�WKH�8UXJXD\
5RXQG�DJUHHPHQWV�DQG�E\�WKH�XQV\PSDWKHWLF�DWWLWXGH�RI�WKH�GHYHORSHG�FRXQWULHV
WRZDUGV�WKHLU�DVSLUDWLRQV�IRU�WKH�WUDGLQJ�V\VWHP��7KH\�ZHUH�UHOXFWDQW�WR�FRPH�WR�6HDWWOH
DQG�WKH�PHVV�WKHUH�PDGH�LW�ZRUVH��+DYLQJ�WRUQ�WKH�IDEULF�RI�WKH�V\VWHP��LW�ZLOO�EH
LPSRVVLEOH�WR�SXW�LW�WRJHWKHU�DJDLQ�ZLWKRXW�WKH�DFWLYH�HQWKXVLDVP�RI�WKH�PDMRULW\�RI�LWV
PHPEHUV��%XW�UHVWRULQJ�WKH�OHJLWLPDF\�RI�WKH�ZRUOG�WUDGLQJ�V\VWHP�LQ�WKH�H\HV�RI�WKH
PDMRULW\�RI�LWV�PHPEHUV�LV�QRW�PHUH�FKDULW\��UDWKHU�LW�LV�D�PDWWHU�RI�VHOI�LQWHUHVW�IRU�WKH
GHYHORSHG�FRXQWULHV��7KH\�VWLOO�KDYH�PXFK�WR�JDLQ�IURP�ERWK�WKH�IXUWKHU�OLEHUDOL]DWLRQ�RI
ZRUOG�WUDGH�DQG�WKH�GLVFLSOLQHV�WKDW�DQ�HIIHFWLYH�:72�LPSRVHV�RQ�GRPHVWLF�SROLF\
GLVFUHWLRQ�

$Q�HIIHFWLYH�FRDOLWLRQ�LQ�IDYRXU�RI�WKH�WUDGLQJ�V\VWHP�PXVW�EH�SXW�WRJHWKHU�EHIRUH
VWDUWLQJ�DQRWKHU�VHULRXV�URXQG�RI�WDONV��7KLV�UHTXLUHV�ERWK�SD\LQJ�JUHDWHU�DWWHQWLRQ�WR�WKH
VXEVWDQWLYH�QHHGV�RI�GHYHORSLQJ�FRXQWULHV�DQG�SURFHGXUDO�UHIRUP�RI�WKH�:72��:H
DUJXH�WKDW�WKH�EHVW�VWUDWHJ\�IRU�GHYHORSLQJ�FRXQWULHV�LV�QRW�WR�UHVLVW�D�5RXQG�DQG
OLEHUDOL]DWLRQ��EXW�WR�HPEUDFH�WKHP��DQG�IRFXV�WKHP�RQ�WKHLU�GHYHORSPHQW�QHHGV��7KH\
VKRXOG�DSSURDFK�D�5RXQG�ZLWK�D�ILUP�YLHZ�RI�WKHLU�GHYHORSPHQW�SULRULWLHV�DQG�VHHN�WR
HQVXUH�WKDW�:72�REOLJDWLRQV�ZLOO�DVVLVW�LQ�DFKLHYLQJ�WKHP��7R�EH�SODXVLEOH�LQ�WKH�FXUUHQW
FLUFXPVWDQFHV��KRZHYHU��WKDW�QHHGV�UHDO�FRQFHVVLRQV�IURP�WKH�GHYHORSHG�ZRUOG�
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7R�EDODQFH�WKH�QHHGV�RI�WKH�GHYHORSLQJ�DQG�GHYHORSHG�ZRUOGV��ZH�SURSRVH�DQ�HLJKW�
SRLQW�SODQ�

���$�EURDG�EDVHG�OLEHUDOL]DWLRQ�RI�WUDGH�LQ�DJULFXOWXUH��PDQXIDFWXUHV�DQG�VHUYLFHV

$JULFXOWXUDO�OLEHUDOL]DWLRQ�LV�D�MRE�IRU�GHYHORSHG�FRXQWULHV�²�SDUWLFXODUO\�WKH�(8�DQG
-DSDQ��,W�FDOOV�IRU�UHGXFLQJ�ERXQG�WDULIIV�IURP�WKHLU�FXUUHQW���������WR�WKH�������UDQJH�
D�EDQ�RQ�DJULFXOWXUDO�H[SRUW�VXEVLGLHV��DQG�FXWV�LQ�GRPHVWLF�VXSSRUW��/LEHUDOL]LQJ
PDQXIDFWXUHG�LPSRUWV�LQWR�GHYHORSLQJ�FRXQWULHV��ZKHUH�WDULIIV�DORQH�FXUUHQWO\�DYHUDJH
RYHU������ZLOO�VWLPXODWH�PXWXDO�WUDGH�DQG�SURYLGH�¶VSHFLH·�ZLWK�ZKLFK�WR�¶EX\·�RWKHU
FRQFHVVLRQV�IURP�GHYHORSHG�FRXQWULHV��$PRQJ�WKH�ODWWHU��WDULII�HVFDODWLRQ�VKRXOG�EH
HOLPLQDWHG�

'HYHORSLQJ�FRXQWULHV�KDYH�EHHQ�UHOXFWDQW�WR�OLEHUDOL]H�VHUYLFHV��IHDULQJ�WKDW�WKH\�KDYH
QRWKLQJ�WR�JDLQ���7KLV�LV�ZURQJ���$V�LPSRUWHUV��D�VXSSO\�RI�UHOLDEOH�DQG�FKHDS�EXVLQHVV
VHUYLFHV�ZRXOG�DLG�HIILFLHQF\�LQ�DOO�VHFWRUV�RI�WKHLU�HFRQRPLHV��$V�H[SRUWHUV�RI�VHUYLFHV�
SDUWLFXODUO\�WKURXJK�WKH�WHPSRUDU\�PRYHPHQW�RI�QDWXUDO�SHUVRQV�WR�VXSSO\�VHUYLFHV�LQ
IRUHLJQ�PDUNHWV��WKH�SRWHQWLDO�JDLQV�DUH�KXJH��7KH�FXUUHQW�VXFFHVV�VWRULHV�RI�GHYHORSLQJ
FRXQWULHV�H[SRUWLQJ�VHUYLFHV��VXFK�DV�,QGLDQ�VRIWZDUH�RU�&XEDQ�KHDOWK�VHUYLFHV��UHO\
VLJQLILFDQWO\�RQ�SURYLGHU�PRELOLW\��EXW�WKLV�LV�VHYHUHO\�FRQVWUDLQHG�DW�SUHVHQW��7KH
IXQGDPHQWDO�SUREOHP�LV�WKDW�GHYHORSHG�FRXQWULHV�PDNH�DOPRVW�QR�GLVWLQFWLRQ�EHWZHHQ
WHPSRUDU\�DQG�SHUPDQHQW�ODERXU�PRYHPHQW��:LWK�VXLWDEOH�SURYLVLRQ�IRU�VKRUW�WHUP
PRELOLW\�RI�ZRUNHUV��PDQ\�PRUH�GHYHORSLQJ�FRXQWULHV�FRXOG�H[SRUW�VHUYLFHV��VXFK�DV
FRQVWUXFWLRQ��GLVWULEXWLRQ�DQG�KHDOWK�DQG�WUDQVSRUW��WR�WKH�JUHDW�DGYDQWDJH�RI
FRQVXPHUV�DQG�PDQ\�EXVLQHVVHV�LQ�WKH�GHYHORSHG�ZRUOG�

,W�LV�SUHPDWXUH�WR�WDON�RI�QXPEHUV��EXW�SUHOLPLQDU\�HVWLPDWHV�VXJJHVW�JDLQV�IURP
¶RUGLQDU\·�WUDGH�OLEHUDOL]DWLRQ�OLNH�WKLV�UXQQLQJ�LQWR�KXQGUHGV�RI�ELOOLRQV�RI�GROODUV�SHU
\HDU�

���&UHGLW�IRU�SDVW�XQLODWHUDO�OLEHUDOL]DWLRQ

'HYHORSHG�FRXQWULHV�VKRXOG�WUHDW�SDUW�RI�GHYHORSLQJ�FRXQWULHV·�UHFHQW�XQLODWHUDO
OLEHUDOL]DWLRQV�DV�VRPHWKLQJ�WR�EH�UHFLSURFDWHG�E\�WKHLU�RZQ�FRQFHVVLRQV�LQ�D�URXQG�
7KLV�ZRXOG�UH�DVVXUH�GHYHORSLQJ�FRXQWULHV��ZKR�IHHO�WKDW�WKH\�RIWHQ�KDYH�WR�¶SD\�WZLFH·
IRU�GHYHORSHG�FRXQWU\�OLEHUDOL]DWLRQ��DQG�UHFRJQL]H�WKDW�GHYHORSHG�FRXQWULHV�KDYH�DOVR
EHHQ�EHQHILFLDULHV�IURP�XQLODWHUDO�UHIRUPV��)RU�WKHLU�RZQ�VDNHV��KRZHYHU��GHYHORSLQJ
FRXQWULHV�VKRXOG�XVH�FUHGLW�QRW�WR�DYRLG�PDNLQJ�FXWV�LQ�DFWXDO�WDULIIV��EXW�DV�D�PHDQV�RI
HQFRXUDJLQJ�GHHSHU�OLEHUDOL]DWLRQ�LQ�WKH�GHYHORSHG�ZRUOG�
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���5H�LQYHQWLQJ�VSHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW�IRU�WKH�WZHQW\�ILUVW�FHQWXU\

7KLV�ZRXOG�UHFRJQL]H�GHYHORSLQJ�FRXQWULHV·�QHHGV�IRU�FKHDS�DQG�HIIHFWLYH
LQVWLWXWLRQDO�URXWHV�WR�LPSOHPHQWLQJ�OLEHUDOL]DWLRQ�DQG�DOORZ�WKHP�JUHDWHU�SURFHGXUDO
IOH[LELOLW\�LQ�VRPH�UXOHV�DUHDV��2OG�VW\OH�VSHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW��ZKLFK�MXVW�OHW
WKH�GHYHORSLQJ�FRXQWULHV�RII�PDQ\�*$77�REOLJDWLRQV�DQG�RIIHUHG�H[WHQGHG�DGMXVWPHQW
SHULRGV�DW�UDQGRP��VKRXOG�EH�MXQNHG�

���/HJDOO\�ELQGLQJ�SURPLVHV�RI�WHFKQLFDO�DVVLVWDQFH

:KHUH�GHYHORSHG�FRXQWULHV�SHUVXDGH�GHYHORSLQJ�RQHV�WR�DFFHSW�D�SROLF\�ZLWK
SURPLVHV�RI�WHFKQLFDO�DVVLVWDQFH�LQ�LPSOHPHQWLQJ�LW��WKHVH�SURPLVHV�VKRXOG�EH�OHJDOO\
ELQGLQJ��,Q�WKH�SDVW��VXFK�DVVLVWDQFH�KDV�QRW�DOZD\V�EHHQ�GHOLYHUHG�H[�SRVW��3HUKDSV
WKH�GHYHORSHG�FRXQWULHV�VKRXOG�SD\�IRU�WKH�DVVLVWDQFH�ZKHQ�LW�LV�DJUHHG��E\�GHSRVLWLQJ
HDUPDUNHG�IXQGV�LQ�WKH�:72�

���+RQRXU�WKH�DJUHHPHQW�RQ�SKDVLQJ�RXW�RI�WKH�0)$

'HYHORSLQJ�FRXQWULHV�QHHG�WR�PDNH�SODLQ�WKDW�WKHUH�ZLOO�EH�QR�VHWWOHPHQW�WR�WKH
QH[W�5RXQG�LI�WKH�WH[WLOHV�DQG�FORWKLQJ�DJUHHPHQW�QHJRWLDWHG�LQ�WKH�8UXJXD\�5RXQG�LV
QRW�LPSOHPHQWHG�LQ�JRRG�IDLWK��7KDW�PHDQV�WKDW�TXDQWLWDWLYH�EDUULHUV�PXVW�EH�UHPRYHG
DQG�QRW�UHSODFHG�E\�DOWHUQDWLYH�UHVWULFWLRQV�VXFK�DV�DQWL�GXPSLQJ�GXWLHV��7KH�LQWHQWLRQ�
IORDWHG�LQ�6HDWWOH��RI�D�WKUHH�\HDU�5RXQG�ZDV�QHYHU�YHU\�SODXVLEOH��EXW�GHYHORSLQJ
FRXQWULHV�KDYH�D�FOHDU�LQWHUHVW�LQ�SRVWSRQLQJ�LWV�FRQFOXVLRQ�ZHOO�LQWR�������ZKHQ�WKH
0)$�TXRWDV�KDYH�DOO�EHHQ�RII�IRU�VRPH�WLPH�

���.HHS�ODERXU�DQG�HQYLURQPHQWDO�VWDQGDUGV�RII�WKH�DJHQGD

7KH�IHDU�WKDW�DGGLQJ�ODERXU�DQG�HQYLURQPHQWDO�FODXVHV�LQWR�WKH�:72�ZRXOG�IRVWHU
SURWHFWLRQLVP�LV�ZHOO�JURXQGHG��WKLQN�KRZ�DQWL�GXPSLQJ�PHDVXUHV�KDYH�EHHQ�DEXVHG�
/DERXU�GLVFXVVLRQV�VKRXOG�EH�PRYHG�WR�WKH�,/2��DQG�LI�WKH�ODWWHU·V�ODFN�RI�WHHWK�LV�D
SUREOHP�IRU�GHYHORSHG�FRXQWULHV��OHW�WKH�DJHQGD�LQFOXGH�GLVFXVVLRQV�RQ�HQIRUFHPHQW�

���'URS�LQYHVWPHQW�DQG�FRPSHWLWLRQ�SROLF\

7KHVH�ZLOO�FHUWDLQO\�EH�FRQWHQWLRXV�DQG�WKH\�ZLOO�GLYHUW�SROLWLFDO�DQG�EXUHDXFUDWLF
DWWHQWLRQ�IURP�WKH�PRUH�VWUDLJKWIRUZDUG�DQG�UHZDUGLQJ�EXVLQHVV�RI�WUDGH�OLEHUDOL]DWLRQ�
&RPSUHKHQVLYH�URXQGV�DUH�GHVLUDEOH�EHFDXVH�WKH\�LQFUHDVH�WKH�RSSRUWXQLWLHV�IRU
WUDGH�RIIV��EXW�LQ�WKH�DIWHUPDWK�RI�6HDWWOH�LW�VHHPV�EHWWHU�QRW�WR�EXUGHQ�GHYHORSLQJ
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FRXQWU\�DGPLQLVWUDWLRQV�ZLWK�WKUHDWHQLQJ�DQG�FRPSOH[�LVVXHV��7KH�ODVW�WKLQJ�WKH\�QHHG�LV
WKH�H[WHUQDO�LPSRVLWLRQ�RI�DQRWKHU�VHW�RI�LQVWLWXWLRQV�WKDW�WKH\�FDQQRW�RSHUDWH�HIIHFWLYHO\�

���'UDPDWLFDOO\�LPSURYH�WKH�JRYHUQDQFH�RI�WKH�:72

7KLV�FOHDUO\�LQYROYHV�VWUHQJWKHQLQJ�GHYHORSLQJ�FRXQWU\�FDSDFLW\�WR�GHDO�ZLWK�WUDGH
LVVXHV�DQG�ZLWK�WKH�:72��,Q�WKH�:72�LWVHOI��PRUH�VWUHDPOLQHG�JRYHUQDQFH�ZRXOG�EH
GHVLUDEOH��7KLV�ZRXOG�IDFLOLWDWH�SUH�QHJRWLDWLRQ�H[SORUDWLRQV�DQG�GLVFXVVLRQV��EXW�LW�FRXOG
QRW�FUHDWH�ELQGLQJ�DJUHHPHQWV��ZKLFK��IRU�VRYHUHLJQ�JRYHUQPHQWV��FDQ�RQO\�EH�DJUHHG
E\�FRQVHQVXV�

7KLV�SODQ�LV�QR�ZDONRYHU��LQGHHG��LW�ZLOO�UHTXLUH�FRQVLGHUDEOH�FRXUDJH��'HYHORSLQJ
FRXQWU\�SROLF\�PDNHUV�ZLOO�KDYH�WR�WDFNOH�IXQGDPHQWDO�LQVWLWXWLRQDO�SUREOHPV�DQG
FRQIURQW�GRPHVWLF�SURWHFWLRQLVW�LQWHUHVWV��'HYHORSHG�FRXQWU\�OHDGHUV�ZLOO�QHHG�WR�JHW
RYHU�WKHLU�EOLQG�LQVLVWHQFH�WKDW�WKHLU�RZQ�PRGHOV�RI�SROLF\�DQG�LQVWLWXWLRQV�DUH�WKH�RQO\
DFFHSWDEOH�RQHV��7KH\�ZLOO�DOVR�QHHG�WR�FRQIURQW�WKHLU�RZQ�LQWHUHVW�JURXSV�LQ�RUGHU�WR
PDNH�WKH�VLJQLILFDQW�FRQFHVVLRQV�QHFHVVDU\�WR�HQVXUH�WKDW��LQ�WKH�ORQJ�UXQ��WKH�WUDGLQJ
V\VWHP�VXUYLYHV�LQWDFW�DQG�WKDW�DOO�FRXQWULHV�FDQ�EHQHILW�IURP�LW�



,QWURGXFWLRQ

+XPSW\�'XPSW\�VDW�RQ�WKH�ZDOO

+XPSW\�'XPSW\�KDG�D�JUHDW�IDOO

$OO�WKH�.LQJ·V�KRUVHV�DQG�DOO�WKH�.LQJ·V�PHQ

&RXOGQ·W�SXW�+XPSW\�WRJHWKHU�DJDLQ

%\�FRPPRQ�FRQVHQW�6HDWWOH�ZDV�D�PHVV��7KH�DFULPRQLRXV�IDLOXUH�RI�WKH�0LQLVWHULDO
WDONV�WR�LQLWLDWH�D�QHZ�URXQG�RI�ZRUOG�WUDGH�WDONV�LQ�'HFHPEHU������UHSUHVHQWHG�D
VHYHUH�VHWEDFN�IRU�KRSHV�RI�KDUQHVVLQJ�WKH�WUDGLQJ�V\VWHP�DV�D�VWLPXOXV�IRU�HFRQRPLF
JURZWK�DQG�GHYHORSPHQW��,W�DURVH�IURP�D�FRQIOXHQFH�RI�VHYHUDO�QHJDWLYH�IRUFHV��WKH
SDUWLHV·�ZLGHO\�GLVSDUDWH�SRVLWLRQV�DQG�LQWHUHVWV�RQ�PRVW�LVVXHV��WKH�JHQHUDOO\�OXNHZDUP
DWWLWXGH�RI�JRYHUQPHQWV�WRZDUGV�WUDGH�OLEHUDOL]DWLRQ��DQG�D�IDLOXUH�RI�WKH�JRYHUQDQFH�RI
WKH�:72�DV�DQ�LQVWLWXWLRQ��7KH�KLJK�OHYHO�RI�WUXVW�WKDW�LV�QHFHVVDU\�WR�VSDQ�WKH�ODUJH
GLIIHUHQFHV�LQ�DWWLWXGHV�DQG�LQWHUHVWV�HQFRXQWHUHG�LQ�WUDGH�QHJRWLDWLRQV�ZDV�FRPSOHWHO\
DEVHQW��7KH�IUDFWXUHV�UDQ�LQ�VHYHUDO�GLUHFWLRQV��EXW�SURPLQHQW�DPRQJ�WKHP�ZDV�WKDW
EHWZHHQ�WKH�GHYHORSLQJ�DQG�WKH�GHYHORSHG�FRXQWULHV��7KH�GHYHORSLQJ�FRXQWULHV�IHOW
FRPSOHWHO\�H[FOXGHG�IURP�WKH�SURFHVV�LQ�6HDWWOH��ERWK�SURFHGXUDOO\�DQG�EHFDXVH�WKH\
ZHUH�XQDEOH�WR�PDNH�WKHLU�YRLFHV�KHDUG�LQ�WKH�VXEVWDQWLYH�GHEDWHV�DQG�SUHSDUDWLRQV�

0DQ\�SROLF\�PDNHUV�UHFRJQL]H�WKDW�WKH�MRE�RI�FUHDWLQJ�D�OLEHUDO�ZRUOG�WUDGH�RUGHU�LV�QRW
FRPSOHWH��DQG�KDYH�H[SUHVVHG�D�ZHOFRPH�GHWHUPLQDWLRQ�WR�JHW�WKH�¶:72�VKRZ·�EDFN
RQ�WKH�URDG��+LJK�RQ�WKH�OLVW�RI�WKHLU�SULRULWLHV�IRU�UHSDLULQJ�WKH�GDPDJH�GRQH�DW�6HDWWOH
PXVW�EH�WR�FHPHQW�WKH�GHYHORSLQJ�FRXQWULHV�PRUH�VHFXUHO\�LQWR�WKH�WUDGLQJ�V\VWHP��

$IWHU�DOO��GHYHORSLQJ�FRXQWULHV�FRPSULVH�D�ODUJH�PDMRULW\�RI�:72�PHPEHUVKLS�DQG
DFFRXQW�IRU�DQ�LQFUHDVLQJ�VKDUH�RI�ZRUOG�WUDGH�DQG�WKH�EXON�RI�LWV�JURZWK��2YHU�WKH�ODVW
IHZ�\HDUV�GHYHORSLQJ�FRXQWULHV�KDYH�EHFRPH�LQFUHDVLQJO\�IUXVWUDWHG�ZLWK�WKH�RSHUDWLRQ
RI�WKH�:72�DQG�WKH�WUDGLQJ�V\VWHP�LQ�JHQHUDO��+DYLQJ�ODUJHO\�DGRSWHG�WKH�¶QHZ·
SKLORVRSK\�WKDW�RSHQQHVV�LV�JRRG�²�LQGHHG�YLWDO�²�IRU�GHYHORSPHQW�WKH\�IRXQG�WKH
DJUHHPHQWV�RI�WKH�8UXJXD\�5RXQG�OHVV�VDWLVIDFWRU\�WKDQ�WKH\�KDG�DQWLFLSDWHG��DQG�WKH
XQFRPSURPLVLQJ�EHKDYLRXU�RI�PDMRU�GHYHORSHG�FRXQWULHV�GLVFRXUDJLQJ�WR�DQ\�KRSHV
WKDW�WKH\�PD\�KDYH�KDG�WKDW�WKH�V\VWHP�ZRXOG�EH�V\PSDWKHWLF�WR�WKHLU�SUREOHPV�

*LYHQ�WKHVH�IUXVWUDWLRQV��LW�ZDV�DOZD\V�JRLQJ�WR�EH�D�FKDOOHQJH�WR�ELQG�WKH�GHYHORSLQJ
FRXQWULHV�LQWR�D�QHZ�URXQG�RI�WUDGH�WDONV��1RZ��KRZHYHU��LW�LV�ERWK�PRUH�FKDOOHQJLQJ
DQG�PRUH�LPSRUWDQW��,W�LV�PRUH�FKDOOHQJLQJ�LQ�WKDW�6HDWWOH�UHYHDOHG�VR�VWDUNO\�WKH�QDUURZ
������������������������������ ��������������������
���3DVFDO�/DP\��7UDGH�&RPPLVVLRQHU�RI�WKH�(XURSHDQ�&RPPLVVLRQ��UHFRJQL]HG�WKLV�LQ�D�UHFHQW�OHWWHU�WR�WKH�)LQDQFLDO
7LPHV�����-DQXDU\�������LQ�ZKLFK�KH�ZURWH�RI�GHYHORSLQJ�FRXQWULHV
�¶GHHS�IUXVWUDWLRQ�DQG�UHVHQWPHQW·��DQG�QRWHG�WKDW
¶UHEXLOGLQJ�FRQILGHQFH�LQ�WKH�:72�LV�FULWLFDO·�
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VHOI�LQWHUHVW�WKDW�PRWLYDWHG�WKH�GHYHORSHG�FRXQWULHV�DQG�WKDW��KDYLQJ�RQFH�PLVVHG�DQ
H[LVWLQJ�RSSRUWXQLW\�WR�VWULNH�D�EDUJDLQ��LW�ZLOO�EHFRPH�PRUH�H[SHQVLYH�WR�FRQVWUXFW�D
QHZ�RQH��7KH�IDLOXUH�LQ�6HDWWOH�KDV�UHLQIRUFHG�WKH�FULWLFV�RI�RSHQ�WUDGH�ZLWKLQ�WKH
GHYHORSLQJ�FRXQWULHV�DQG�PRYHG�HYHQ�V\PSDWKHWLF�FRPPHQW�WRZDUGV�WKH�YLHZ�WKDW
GHYHORSLQJ�FRXQWULHV·�QHHGV�LQ�WKH�:72�DUH�IRU�H[HPSWLRQV�DQG�H[FHSWLRQV�WR
OLEHUDOL]DWLRQ�UDWKHU�WKDQ�WKH�RSSRVLWH��7KLV�PDNHV�EULQJLQJ�GHYHORSLQJ�FRXQWULHV�EDFN
LQWR�D�V\VWHP�ZKRVH�PDLQ�YLUWXH�ZDV�WR�IRVWHU�RSHQQHVV�ERWK�SROLWLFDOO\�DQG
LQWHOOHFWXDOO\�GLIILFXOW��7KH�FRQFHVVLRQV�WKDW�WKH�GHYHORSLQJ�FRXQWULHV�ZLOO�LQLWLDOO\�VHHN�DV
WKH�SULFH�RI�UHWXUQ�ZLOO�WHQG�WR�XQGHUPLQH�WKH�V\VWHP·V�XVHIXOQHVV�DV�D�WRRO�RI
GHYHORSPHQW��7KH�FKDOOHQJH�ZLOO�EH�WR�HQFRXUDJH�JRRG�SROLF\�ZKLOH�DW�WKH�VDPH�WLPH
ZLQQLQJ�WKH�SROLWLFDO�VXSSRUW�QHFHVVDU\�WR�SUHVHUYH�²�RU�SHUKDSV��UHVWRUH�²�WKH�VWDQGLQJ
RI�DQ�LQVWLWXWLRQ�WKDW�KHOSV�JRYHUQPHQWV�WR�WDNH�EHQHILFLDO�EXW�XQSRSXODU�GHFLVLRQV�

,W�KDV�DOVR�EHFRPH�PRUH�LPSRUWDQW�WR�EULQJ�WKH�GHYHORSLQJ�FRXQWULHV�DFWLYHO\�LQWR�WKH
FRDOLWLRQ�WR�SUHVHUYH�WKH�WUDGLQJ�V\VWHP��EHFDXVH��KDYLQJ�WRUQ�WKH�IDEULF�RI�WKH�V\VWHP�
LW�ZLOO�EH�LPSRVVLEOH�WR�SXW�LW�WRJHWKHU�DJDLQ�ZLWKRXW�WKH�DFWLYH�HQWKXVLDVP�RI�WKH�PDMRULW\
RI�LWV�PHPEHUV��5HEXLOGLQJ�WKH�OHJLWLPDF\�RI�WKH�ZRUOG�WUDGLQJ�V\VWHP�LQ�WKH�H\HV�RI�WKH
PDMRULW\�RI�LWV�PHPEHUV�LV�QRW�D�PDWWHU�RI�FKDULW\�RU�GHYHORSPHQW�DVVLVWDQFH��KRZHYHU�
EXW�RQH�RI�VHOI�LQWHUHVW�IRU�WKH�GHYHORSHG�ZRUOG��7KH�ODWWHU�VWLOO�KDV�PXFK�WR�JDLQ�IURP
ERWK�WKH�IXUWKHU�OLEHUDOL]DWLRQ�RI�ZRUOG�WUDGH�DQG�WKH�HIIHFWLYH�SUHVHQFH�RI�WKH�:72�LQ
GRPHVWLF�SROLWLFDO�GHEDWH��7KH�PDLQ�FRQWULEXWLRQ�RI�WKH�*$77��QRZ�:72��V\VWHP�ZDV�WR
IRUWLI\�JRYHUQPHQWV�DJDLQVW�WKH�QDUURZ�DQG�VHFWRUDO�LQWHUHVWV�RI�WKHLU�GRPHVWLF�SUHVVXUH
JURXSV��$Q\�REVHUYHU�RI�WKH�ZD\�WKH�(XURSHDQ�8QLRQ�NRZ�WRZHG�WR�LWV�IDUP�JURXSV�RU
WKH�86�JRYHUQPHQW�WR�LWV�ODERXU�JURXSV�ZRXOG�FRQFOXGH�WKDW�WKLV�PHGLFLQH�LV�DV�PXFK
UHTXLUHG�LQ�ULFK�DV�LQ�SRRU�FRXQWULHV�

7KH�WLPHWDEOH�IRU�UHVXPLQJ�VHULRXV�PXOWLODWHUDO�WUDGH�OLEHUDOL]DWLRQ�LV�XQFHUWDLQ��EXW�LQ�DOO
SUREDELOLW\�JRYHUQPHQWV�ZLOO�ZDQW�WR�WU\�DJDLQ�DW��RU�EHIRUH��WKH�:72·V�IRXUWK�0LQLVWHULDO
&RQIHUHQFH�LQ�������7KXV�WKH�QH[W�\HDU�RIIHUV�D�UHVSLWH�GXULQJ�ZKLFK�WKH�YDULRXV�SLHFHV
RI�WKH�FRDOLWLRQ�IRU�WKH�WUDGLQJ�V\VWHP�FDQ�EH�SXW�EDFN�WRJHWKHU��:H�DUJXH�WKDW��LQ
WHUPV�RI�WKH�GHYHORSLQJ�GHYHORSHG�FRXQWU\�IUDFWXUH�OLQH��WKLV�ZLOO�UHTXLUH�ERWK�JUHDWHU
DWWHQWLRQ�EHLQJ�SDLG�WR�WKH�VXEVWDQWLYH�QHHGV�RI�GHYHORSLQJ�FRXQWULHV�DQG�SURFHGXUDO
UHIRUP�RI�WKH�:72��7KH�ODWWHU�LV�UHTXLUHG�WR�HQVXUH�WKDW�GHYHORSLQJ�FRXQWULHV�DUH�QR
ORQJHU�H[FOXGHG�IURP�QHJRWLDWLRQV�HLWKHU�IRUPDOO\��DV��XQIRUJLYDEO\��KDSSHQHG�LQ
6HDWWOH��RU�LQIRUPDOO\�WKURXJK�ODFN�RI�YRLFH�LQ�*HQHYD�

7KLV�3DSHU�LV�DERXW�KRZ�WR�VWDUW�WR�UHSDLU�WKH�V\VWHP�E\�DGGUHVVLQJ�WKH�VXEVWDQWLYH�QHHGV
RI�GHYHORSLQJ�FRXQWULHV��(YHQ�PRUH�VR�WKDQ�EHIRUH�6HDWWOH��DQ\�IRUWKFRPLQJ�URXQG�RI
WUDGH�WDONV�PXVW�EH�D�¶'HYHORSPHQW�5RXQG·��,W�GRHV�QRW�DUJXH�IRU�WDNLQJ�WKH�OLQH�RI�OHDVW
UHVLVWDQFH�E\�GLOXWLQJ�:72�GLVFLSOLQHV�LQ�OLQH�ZLWK�WKH�GHPDQGV�RI�PDQ\�RI�LWV�FULWLFV��EXW
IRU�WKH�DJJUHVVLYH�SXUVXLW�RI�WKRVH�HOHPHQWV�RI�WKH�V\VWHP�WKDW�JHQXLQHO\�DVVLVW
GHYHORSPHQW�FRXSOHG�ZLWK�WKH�UHPRYDO�RI�RWKHU�GLVWUDFWLRQV��:H�SUHVHQW�D�UHDOLVWLF�DQG
EDODQFHG�EOXHSULQW�IRU�QHJRWLDWRUV�IURP�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV�
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LQFOXGLQJ�VLJQLILFDQW�WUDGH�OLEHUDOL]DWLRQ�IRU�ERWK��DQG�IURP�ERWK���DORQJ�ZLWK�LQVWLWXWLRQDO
DQG�UXOHV�UHIRUPV��,WV�PDLQ�HOHPHQWV�DUH�VXPPDUL]HG�LQ�%R[����EHORZ��

7KH�UHFRPPHQGDWLRQV�LQ�%R[���DUH�QR�ZDONRYHU��LQGHHG��WKH\�ZLOO�UHTXLUH�FRQVLGHUDEOH
FRXUDJH��'HYHORSLQJ�FRXQWU\�SROLF\�PDNHUV�ZLOO�KDYH�WR�WDFNOH�IXQGDPHQWDO
LQVWLWXWLRQDO�SUREOHPV�DQG�FRQIURQW�GRPHVWLF�SURWHFWLRQLVW�LQWHUHVWV��'HYHORSHG�FRXQWU\
OHDGHUV�ZLOO�QHHG�WR�JHW�RYHU�WKHLU�EOLQG�LQVLVWHQFH�WKDW�WKHLU�RZQ�PRGHOV�RI�SROLF\�DQG
LQVWLWXWLRQV�DUH�WKH�RQO\�DFFHSWDEOH�RQHV��DQG�DOVR�FRQIURQW�WKHLU�LQWHUHVW�JURXSV�LQ
RUGHU�WR�PDNH�WKH�VLJQLILFDQW�FRQFHVVLRQV�QHFHVVDU\�WR�HQVXUH�WKDW��LQ�WKH�ORQJ�UXQ��WKH
WUDGLQJ�V\VWHP�VXUYLYHV�LQ�WDFW�DQG�WKDW�DOO�FRXQWULHV�FDQ�EHQHILW�IURP�LW�
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%2;�������$�VKRSSLQJ�OLVW�IRU�WKH�'HYHORSPHQW�5RXQG
�
/LEHUDOL]H��OLEHUDOL]H��OLEHUDOL]H

�²�$JULFXOWXUH
• VODVK�ERXQG�WDULIIV
• EDQ�H[SRUW�VXEVLGLHV
• DEROLVK�VXEVLGLHV�WKDW�ERRVW�IDUP�RXWSXW

²�0DQXIDFWXUHV
• UHGXFH�ERXQG�WDULIIV��HVSHFLDOO\�LQ�GHYHORSLQJ�FRXQWULHV
• HOLPLQDWH�WDULII�HVFDODWLRQ�DQG�UHPRYH�WDULII�SHDNV��HVSHFLDOO\�LQ�GHYHORSHG

FRXQWULHV

²�6HUYLFHV
• HQKDQFH�DFFHVV�IRU�IRUHLJQ�VHUYLFHV�VXSSOLHUV�WR�GHYHORSLQJ�FRXQWU\�PDUNHWV
• OLEHUDOL]H�GHYHORSLQJ�FRXQWU\�GRPHVWLF�UHJXODWLRQV�WR�HQFRXUDJH

FRPSHWLWLRQ�DQG�HQKDQFH�VRFLDO�JRDOV
• OLEHUDOL]H�WKH�PRYHPHQW�RI�¶QDWXUDO�SHUVRQV·��HVSHFLDOO\�WR�DOORZ�GHYHORSLQJ

FRXQWU\�ZRUNHUV�WHPSRUDU\�HQWU\�WR�GHYHORSHG�FRXQWU\�VHUYLFH�PDUNHWV

*LYH�FUHGLW�IRU�GHYHORSLQJ�FRXQWULHV·�XQLODWHUDO�WUDGH�OLEHUDOL]DWLRQ

5H�LQYHQW�VSHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW�IRU�WKH�WZHQW\�ILUVW�FHQWXU\

• MXGJH�UXOHV�FKDQJHV�DJDLQVW�D�GHYHORSPHQW�\DUGVWLFN
• DOORZ�JUHDWHU�SURFHGXUDO�IOH[LELOLW\�IRU�GHYHORSLQJ�FRXQWULHV

0DNH�SURPLVHV�RI�WHFKQLFDO�DVVLVWDQFH�OHJDOO\�ELQGLQJ

+RQRXU�WKH�DJUHHPHQW�RQ�WKH�SKDVLQJ�RXW�RI�WKH�0)$

• HQVXUH�WH[WLOHV�DQG�FORWKLQJ�WUDGH�IDOO�FRPSOHWHO\�XQGHU�WKH�*$77�GLVFLSOLQHV
• DOORZ�RQO\�H[WUHPHO\�OLPLWHG�XVH�RI�VDIHJXDUGV�RQ�WH[WLOH�DQG�FORWKLQJ�WUDGH

/DERXU�DQG�HQYLURQPHQW�VWDQGDUGV

• VKLIW�LVVXHV�RI�ODERXU�VWDQGDUGV�RXW�RI�WKH�:72�DQG�LQWR�WKH�,/2
• SHUPLW�HQYLURQPHQWDO�WUDGH�SROLF\�RQO\�ZKHQ�PXOWLODWHUDOO\�VDQFWLRQHG�E\�DQ

DSSURSULDWH�PXOWLODWHUDO�HQYLURQPHQWDO�DJUHHPHQW

'URS�LQYHVWPHQW�DQG�FRPSHWLWLRQ�SROLF\�RII�WKH�DJHQGD

*RYHUQDQFH�RI�WKH�:72

• VWUHQJWKHQ�GHYHORSLQJ�FRXQWULHV·�FDSDFLW\�WR�GHDO�ZLWK�WUDGH�DQG�:72
• VWUHDP�OLQH�:72�JRYHUQDQFH�WR�IDFLOLWDWH�SUH�QHJRWLDWLRQ�GLVFXVVLRQV�EXW

UHFRJQL]H�WKDW�FRQVHQVXV�LV�WKH�RQO\�EDVLV�IRU�ELQGLQJ�DJUHHPHQWV
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�����/LEHUDOL]H��OLEHUDOL]H��DQG�OLEHUDOL]H��

7KH�ILUVW�DQG�PDLQ�UHTXLUHPHQW�IRU�GHYHORSLQJ�FRXQWULHV�LV�D�WKRURXJK�JRLQJ�WUDGH
OLEHUDOL]DWLRQ�FRYHULQJ�DJULFXOWXUH��PDQXIDFWXULQJ�DQG�VHUYLFHV��QRW�RQO\�OLEHUDOL]LQJ
DFFHVV�WR�GHYHORSHG�FRXQWU\�PDUNHWV��EXW�WR�HDFK�RWKHUV�PDUNHWV�DQG��PRVW
LPSRUWDQWO\��HDFK�RSHQLQJ�XS�LWV�RZQ�PDUNHW�

������$JULFXOWXUH

7KH�8UXJXD\�5RXQG�PDGH�JRRG�SURJUHVV�LQ�EULQJLQJ�DJULFXOWXUH�XQGHU�UHJXODU
*$77�GLVFLSOLQHV��WKH�QH[W�URXQG�PXVW�FRQWLQXH�WKH�SURFHVV�E\�UHPRYLQJ�WKH�UHPDLQLQJ
QRQ�WDULII�EDUULHUV��17%V��XQLTXH�WR�DJULFXOWXUH�DQG�WKHQ�OLEHUDOL]LQJ�WUDGH�E\�UHGXFLQJ
WDULIIV��$W�SUHVHQW��EDUULHUV�WR�WUDGH�LQ�DJULFXOWXUDO�SURGXFWV�DUH�VHYHUDO�WLPHV�KLJKHU�WKDQ
EDUULHUV�WR�WUDGH�LQ�PDQXIDFWXUHV��2(&'�HVWLPDWHV�WRWDO�OHYHOV�RI�VXSSRUW�DW�����RI�WKH
YDOXH�RI�RXWSXW�LQ�WKH�86$������LQ�WKH�(8��DQG�DQ�RXWUDJHRXV������DQG�����
UHVSHFWLYHO\�LQ�1RUZD\�DQG�6ZLW]HUODQG��VHH�)LJXUH�����EHORZ���$OWKRXJK�WKH�VKDUHV�RI
DJULFXOWXUH�LQ�WRWDO�ZRUOG�WUDGH�DQG�SURGXFWLRQ�DUH�PXFK�VPDOOHU�WKDQ�WKRVH�RI
PDQXIDFWXUHV��WKH�FRVW�RI�DJULFXOWXUDO�SURWHFWLRQ�WR�WKH�ZRUOG�HFRQRP\�URXJKO\�HTXDOV
WKDW�RI�WKH�ODWWHU��)RU�PRVW�IDUP�SURGXFWV�DQG�FRXQWULHV��DFWXDO�WDULIIV�SURYLGH�QR�OHVV
SURWHFWLRQ�WKDQ�GLG�WKH�QRQ�WDULII�LPSRUW�EDUULHUV�RI�WKH�ODWH�����V�DQG�HDUO\�����V�
7DULIILFDWLRQ�RI�DJULFXOWXUDO�WUDGH�LQ�WKH�8UXJXD\�5RXQG�KDV�PDGH�UHVWULFWLRQV�WR�LPSRUWV
PRUH�WUDQVSDUHQW��EXW�WKH�GHJUHH�RI�
ZDWHU
�FXUUHQWO\�LQ�WKRVH�WDULIIV�PDNHV�PRVW
ELQGLQJV�LQHIIHFWLYH��%LQGLQJ�WDULIIV�DW�VXFK�D�KLJK�OHYHO�DOORZV�FRXQWULHV�WR�YDU\�WKHLU
DFWXDO��DSSOLHG��SURWHFWLRQ�DV�WKH\�ZLVK�LQ�UHVSRQVH�WR�FKDQJHV�LQ�GRPHVWLF�DQG
LQWHUQDWLRQDO�IRRG�PDUNHW��7KLV�PHDQV�WKDW�WKHUH�KDV�EHHQ�OLWWOH�RU�QRQH�RI�WKH�UHGXFWLRQ
LQ�IOXFWXDWLRQV�LQ�LQWHUQDWLRQDO�IRRG�PDUNHWV�WKDW�WDULIILFDWLRQ�ZDV�H[SHFWHG�WR�GHOLYHU�
5HGXFLQJ�ERXQG�WDULIIV�IURP�WKHLU�FXUUHQW���������WR�WKH�������UDQJH�WKDW
FKDUDFWHUL]HV�PDQXIDFWXUHV�LV�RQH�RI�WKH�PDMRU�FKDOOHQJHV��DQG�RQH�RI�WKH�PDMRU
SRWHQWLDO�EHQHILWV��DKHDG�

6HYHUDO�QRQ�WDULII�EDUULHUV��17%V��DUH�PRUH�RU�OHVV�XQLTXH�WR�DJULFXOWXUDO�WUDGH��H�J��WDULII
UDWH�TXRWDV��H[SRUW�VXEVLGLHV�DQG�YDULRXV�IRUPV�RI�GRPHVWLF�VXSSRUW�PHDVXUHV��7KH
SHUQLFLRXV�¶WDULII�UDWH�TXRWDV·�DUH�ZKHQ��PRVWO\�GHYHORSHG��FRXQWULHV�UHGXFH�WKH�WDULIIV
FKDUJHG�RQ�D�JLYHQ�OHYHO�RI�WKHLU�LPSRUWV�RI�YDULRXV�FRPPRGLWLHV�LQ�RUGHU��RVWHQVLEO\��WR
JXDUDQWHH�D��QHJRWLDWHG��PLQLPXP�OHYHO�RI�LPSRUW�SHQHWUDWLRQ��,Q�IDFW��WKH�DOORFDWLRQ�RI
WKHVH��ORZ�WDULII��TXRWDV�DFURVV�VXSSOLHUV�LV�DUELWUDU\�DQG�ELDVHG��UHVXOWLQJ�LQ�LQHIILFLHQF\
�KLJK�FRVW�VXSSOLHUV�JRW�WKH�TXRWDV���IDYRXULWLVP��SROLWLFDO�SUHVVXUHV�DQG��VRPHWLPHV�
XQGHU�VKRRWLQJ�WKH�PLQLPXP�EHFDXVH�WKH�TXRWDV�JR�WR�FRXQWULHV�WKDW�FDQ·W�VXSSO\��,W�LV
HVWLPDWHG�WKDW�UHQWV�IURP�WDULII�UDWH�TXRWDV�RQ�DJULFXOWXUDO�LPSRUWV�WR�2(&'�FRXQWULHV
������������������������������ ��������������������
���7KLV�DQG�VXEVHTXHQW�VHFWLRQV�GUDZ�KHDYLO\�RQ�WKH�ZRUN�RI�FROOHDJXHV��5DWKHU�WKDQ�SHSSHU�WKH�WH[W�ZLWK�UHIHUHQFHV�
ZH�LQFOXGH�EULHI�%LEOLRJUDSKLF�1RWHV�RQ�S�����
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DPRXQW�WR�����ELOOLRQ�SHU�\HDU�EDVHG�RQ������LQWHUQDWLRQDO�SULFHV��([SDQGLQJ�WDULII�UDWH
TXRWDV�²�L�H��WKH�TXDQWLW\�RI�LPSRUWV�SHUPLWWHG�DW�ORZ�WDULII�UDWHV���ZLOO�UHGXFH�WKHLU
LPSRUWDQFH��LQFUHDVH�FRPSHWLWLRQ�DQG�OHVVHQ�WKH�LPSDFW�RI�WKH�H[FHVVLYHO\�KLJK
DERYH�TXRWD�WDULIIV�

)LJXUH�������$JULFXOWXUDO�VXSSRUW�LQ�2(&'������

6RXUFH��7DEOH���LQ�$QGHUVRQ��(UZLGRGR�DQG�,QJFR�������

([SRUW�VXEVLGLHV�XQGHUFXW�ORFDO�SURGXFHUV�LQ�GHYHORSLQJ�FRXQWULHV�EXW�DUH�QRW�PXFK
KHOS�WR�FRQVXPHUV�EHFDXVH�WKH\�DUH�XQUHOLDEOH�DQG�OLNHO\�WR�GLVDSSHDU�DV�VRRQ�DV
ZRUOG�SULFHV�ULVH��1RWKLQJ�OHVV�WKDQ�D�EDQ�RQ�DJULFXOWXUDO�H[SRUW�VXEVLGLHV�LV�QHHGHG�
EULQJLQJ�DJULFXOWXUH�LQWR�OLQH�ZLWK�QRQ�IDUP�SURGXFWV�XQGHU�WKH�*$77�

$�ZKROH�UDIW�RI�GRPHVWLF�VXSSRUW�PHDVXUHV�H[SDQGV�DJULFXOWXUDO�RXWSXW�LQ�GHYHORSHG
FRXQWULHV��JHQHUDOO\�WKH�OHVV�HIILFLHQW�SURGXFHUV���ZDVWLQJ�UHVRXUFHV�WKHUH�DQG
XQGHUPLQLQJ�HIILFLHQW�SURGXFWLRQ�DQG�LQFRPH�JHQHUDWLRQ�LQ�GHYHORSLQJ�FRXQWULHV��)RU
ERWK�HIILFLHQF\�DQG�HTXLW\��WKH�JHQHUDO�OHYHO�RI�GRPHVWLF�VXSSRUW�QHHGV�WR�IDOO�IXUWKHU�
7KH�VR�FDOOHG�¶EOXH�ER[·��D�VHW�RI�VXEVLG\�SROLFLHV�SHUPLWWHG�E\�WKH�8UXJXD\�5RXQG�HYHQ
WKRXJK�WKH\�ZHUH�NQRZQ�WR�ERRVW�IDUP�RXWSXW��QHHGV�WR�EH�DEROLVKHG��7KH�FULWHULD�IRU
WKH�
JUHHQ�ER[
��IRU�VXEVLGLHV�WKDW�GR�QRW�DIIHFW�RXWSXW��RXJKW�WR�EH�WLJKWHQHG�XS�LQ
RUGHU�WR�UHGXFH�WKH�ORRSKROHV�WKDW�FXUUHQWO\�VWLOO�SHUPLW�RXWSXW�LQFUHDVLQJ�VXEVLGLHV�

� �� ��� ��� ��� ��� ���
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$JULFXOWXUDO�OLEHUDOL]DWLRQ�LV�SUHGRPLQDQWO\�D�MRE�IRU�GHYHORSHG�FRXQWULHV�²�SDUWLFXODUO\
WKH�(8�DQG�-DSDQ��ZKR�ZHQW�WR�JUHDW�OHQJWKV�LQ�6HDWWOH�WR�VKLIW�WKH�IRFXV�HOVHZKHUH�E\
HQODUJLQJ�WKH�DJHQGD���,I�DFKLHYHG��GHYHORSLQJ�FRXQWU\�VXSSOLHUV�RI�WHPSHUDWH
SURGXFWV�ZLOO�VHH�ODUJH�H[SRUW��DQG�LQFRPH��LQFUHDVHV��DQG�WKHUH�ZLOO�SUREDEO\�EH�VRPH
VSLOO�RYHU�WR�WURSLFDOV���$JULFXOWXUDO�JURZWK�LV�VWURQJO\�SUR�SRRU�DQG�VR�WKH�EHQHILWV�ZLOO
IORZ�WR�ZKHUH�WKH\�DUH�PRVW�QHHGHG��:RUOG�SULFHV�RI�DJULFXOWXUDO�SURGXFWV�ZLOO�SUREDEO\
ULVH�ZLWK�OLEHUDOL]DWLRQ��EXW�WKLV�LV�QRW�OLNHO\�WR�EH�D�PDMRU�SUREOHP�HYHQ�IRU�QHW�IRRG
LPSRUWLQJ�GHYHORSLQJ�FRXQWULHV���)LUVW��WKH�LQFUHDVHV�DUH�OLNHO\�WR�EH�RQO\�D�IHZ�SHUFHQW�
FRPSDUHG�ZLWK�UHJXODU�IOXFWXDWLRQV�PHDVXUHG�LQ�WHQV�RI�SHUFHQW��6HFRQG��PDQ\
GHYHORSLQJ�FRXQWULHV�FXUUHQWO\�LPSRUW�IRRG�RQO\�EHFDXVH�RI�WKHLU�RZQ�GLVWRUWLRQDU\
SROLFLHV��3URWHFWLRQ�LQ�WKH�PDQXIDFWXUHV�DQG�VHUYLFHV�VHFWRUV�EHVWRZV�D�VLJQLILFDQW�DQWL�
DJULFXOWXUH�ELDV�LQ�PDQ\�ORZ��DQG�PHGLXP�LQFRPH�FRXQWULHV��PDNLQJ�LW�PRUH�GLIILFXOW�IRU
WKHP�WR�EHQHILW�IURP�WKH�DJULFXOWXUDO�WUDGH�UHIRUP�LQ�GHYHORSHG�FRXQWULHV��)RU�VXFK
FRXQWULHV�HFRQRPLF�WKHRU\�VKRZV�WKDW��HYHQ�WKRXJK�WKH�SULFHV�RI�WKHLU�LPSRUWV�ULVH��ZRUOG
IRRG�SULFH�ULVHV�PDNH�WKHP�EHWWHU�RII��WKH\�DUH�LQLWLDOO\�ORVLQJ�ZHOIDUH�E\�XQQHFHVVDULO\
VWLPXODWLQJ�IRRG�LPSRUWV�DQG�WKH�SULFH�ULVH�FXUWDLOV�WKDW�VWLPXOXV�

'HYHORSLQJ�FRXQWULHV�KDYH�D�VLJQLILFDQW�VWDNH�LQ�WKH�SURFHVV�RI�IDUP�SROLF\�UHIRUP��2QH
VLPSOH�PRGHO�RI�WKH�ZRUOG�HFRQRP\�VXJJHVWV�WKDW�D�UHGXFWLRQ�RI�����LQ�WKH�EDUULHUV�WR
ZRUOG�IDUP�WUDGH�ZLOO�JHQHUDWH�HFRQRPLF�JDLQV�RI�DW�OHDVW�����ELOOLRQ�SHU�\HDU�E\�������

2(&'�FRXQWULHV�DUH�HVWLPDWHG�WR�JDLQ�DERXW�����ELOOLRQ�SHU�\HDU�IURP�WKH�VDPH
OLEHUDOL]DWLRQ�²�JUHDWHU�WKDQ�GHYHORSLQJ�FRXQWULHV·�JDLQV�EHFDXVH�LW�LV�PDLQO\�GHYHORSHG
FRXQWU\�LQHIILFLHQFLHV�WKDW�DUH�UHPRYHG�E\�WKH�UHGXFWLRQ�LQ�EDUULHUV��2WKHU�HVWLPDWHV�DUH
RI�VXEVWDQWLDOO\�KLJKHU�JDLQV�IRU�GHYHORSLQJ�FRXQWULHV��ZKLFK�VHHPV�SODXVLEOH�JLYHQ�WKH
GLIILFXOWLHV�RI�FDSWXULQJ�DOO�WKH�FRPSOH[LWLHV�RI�DJULFXOWXUDO�SROLF\�DQG�WKH�H[WUHPHO\�KLJK
UDWHV�RI�SURWHFWLRQ�WKDW�SDUWLFXODU�DJULFXOWXUDO�SURGXFWV�UHFHLYH�

������0DQXIDFWXUHV

7KH�VKDUH�RI�PDQXIDFWXUHV�LQ�GHYHORSLQJ�FRXQWU\�H[SRUWV�KDV�LQFUHDVHG
GUDPDWLFDOO\��IURP�DURXQG�����LQ�HDUO\������WR�RYHU�����LQ������DQG�SUREDEO\
DSSURDFKLQJ�����E\�������0DQXIDFWXUHV�WUDGH�EHWZHHQ�GHYHORSLQJ�FRXQWULHV�KDV
DOVR�EHHQ�LQFUHDVLQJ�VWHDGLO\�RYHU�WLPH��$ERXW�����RI�GHYHORSLQJ�FRXQWU\�H[SRUWV�RI
PDQXIDFWXUHV�ZHQW�WR�RWKHU�GHYHORSLQJ�FRXQWULHV�LQ������

)LJXUH������VHH�EHORZ��VKRZV�WKDW�GHYHORSHG�FRXQWU\�WDULIIV�RQ�PDQXIDFWXUHG�LPSRUWV
DUH�TXLWH�ORZ�RQ�DYHUDJH���������EXW�WKDW�WKH\�LPSLQJH�PRUH�KHDYLO\�RQ�H[SRUWV�IURP
WKH�GHYHORSLQJ�ZRUOG��������WKDQ�RQ�WKRVH�IURP�RWKHU�GHYHORSHG�FRXQWULHV��������

������������������������������ ��������������������
���7KHVH�UHVXOWV��DQG�DOO�WKH�RWKHU�IRUHFDVWV�RI�WKH�HIIHFWV�RI�IXWXUH�URXQGV��DUH�EDVHG�RQ�FRPSXWDEOH�JHQHUDO
HTXLOLEULXP�PRGHOV��7KHLU�DEVROXWH�VL]HV�VKRXOG�QRW�EH�WDNHQ�WRR�VHULRXVO\��DQG�LW�VKRXOG�DOZD\V�EH�UHPHPEHUHG�WKDW
WKH\�UHIOHFW�WKHLU�DXWKRUV·�DVVXPSWLRQV�DQG�DSSUR[LPDWLRQV��+RZHYHU��SURYLGHG�WKH\�DUH�FDUHIXOO\�FRQGXFWHG�DQG
KRQHVWO\�UHSRUWHG��WKH�UHVXOWV�RI�VXFK�H[HUFLVHV�DUH�XVHIXO�LQ�VXJJHVWLQJ�WKH�UHODWLYH�LPSRUWDQFH�RI�GLIIHUHQW�SROLFLHV
DQG�LQ�WHUPV�RI�KLJKOLJKWLQJ�EURDG�LVVXHV�
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0RUHRYHU��ZLWKLQ�WKH�DYHUDJH�WKHUH�DUH�ERWK�SHDNV�RI��������RU�����RQ�JRRGV�LQ�ZKLFK
GHYHORSLQJ�FRXQWULHV�DUH�FRPSHWLWLYH�DQG�VLJQLILFDQW�HVFDODWLRQ���(VFDODWLRQ�PHDQV
WKDW�WDULIIV�ULVH�ZLWK�WKH�GHJUHH�RI�SURFHVVLQJ��ZKLFK�PDNHV�LW�PRUH�GLIILFXOW�IRU
GHYHORSLQJ�FRXQWULHV�WR�H[SRUW�SURFHVVHG�JRRGV���7KHUH�DUH�DOVR�VRPH�UHVLGXDO�QRQ�
WDULII�EDUULHUV�RI�YDULRXV�VRUWV���7KXV�WKHUH�DUH�VLJQLILFDQW�DUHDV�VXFK�DV�VWHHO��OHDWKHU�
IRRWZHDU��WH[WLOHV�DQG�FORWKLQJ�LQ�ZKLFK�GHYHORSLQJ�FRXQWULHV�FDQ�EHQHILW�IURP
LPSRUWDQW�FRQFHVVLRQV�IURP�GHYHORSHG�RQHV�

)LJXUH������ $YHUDJH�WDULIIV�RQ�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWU\�H[SRUWV�RI
PDQXIDFWXUHV

0XFK�PRUH�LPSRUWDQW��KRZHYHU��DUH�GHYHORSLQJ�FRXQWULHV·�RZQ�EDUULHUV�WR
PDQXIDFWXUHV���7KHVH�DYHUDJH�������RQ�GHYHORSHG�FRXQWULHV·�PDQXIDFWXUHG�H[SRUWV
DQG�������RQ�GHYHORSLQJ�FRXQWULHV
��VHH�)LJXUH�����DERYH����/LEHUDOL]LQJ�WKHVH�ZLOO�KDYH
LPPHGLDWH�FRQVXPHU�JDLQV�LQ�GHYHORSLQJ�FRXQWULHV�DQG�ORQJHU�WHUP�HIILFLHQF\�EHQHILWV
DV�LQGXVWU\�DGMXVWV��,W�ZLOO�VWLPXODWH�JURZWK�LQ�WUDGH�EHWZHHQ�GHYHORSLQJ�FRXQWULHV�DQG
DOVR��LQ�WKH�SUHVHQW�FRQWH[W��SURYLGH�VSHFLH�ZLWK�ZKLFK�WR�¶EX\·�RWKHU�FRQFHVVLRQV�IURP
GHYHORSHG�FRXQWULHV�LQ�WKH�QHJRWLDWLRQV�

'HYHORSLQJ�FRXQWULHV�VWDQG�WR�PDNH�VXEVWDQWLDO�JDLQV�IURP�IXUWKHU�OLEHUDOL]LQJ
PDQXIDFWXUHV�WUDGH��PXFK�ODUJHU��LQ�IDFW��WKDQ�WKRVH�DFFUXLQJ�WR�GHYHORSHG�FRXQWULHV
�����ELOOLRQ�YV������ELOOLRQ�SHU�\HDU�IURP�D�����UHGXFWLRQ�LQ�EDUULHUV���7KLV�LPEDODQFH
UHIOHFWV�D�FRPELQDWLRQ�RI�WKH�IDFWV�WKDW��IDFLQJ�KLJKHU�WDULIIV�WR�VWDUW�ZLWK��GHYHORSLQJ
FRXQWULHV�JHW�ODUJHU�DEVROXWH�LPSURYHPHQWV�LQ�DFFHVV�WR�H[SRUWV�PDUNHWV��DQG�WKDW
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VWDUWLQJ�ZLWK�PXFK�KLJKHU�WDULIIV�RI�WKHLU�RZQ��GHYHORSLQJ�FRXQWULHV�JHW�PXFK�JUHDWHU
HIILFLHQF\�JDLQV�IURP�D�JLYHQ�SURSRUWLRQDWH�OLEHUDOL]DWLRQ�

������6HUYLFHV

7KH�VHUYLFH�VHFWRU�LV�IDU�ODUJHU�WKDQ�PDQXIDFWXULQJ�RU�DJULFXOWXUH�DQG�DOPRVW
FHUWDLQO\�PRUH�SURWHFWHG���'HYHORSLQJ�FRXQWULHV�KDYH�EHHQ�UHOXFWDQW�WR�OLEHUDOL]H
VHUYLFHV��IHDULQJ�WKDW�WKH\�KDYH�QRWKLQJ�WR�JDLQ���7KLV�LV�ZURQJ���$V�LPSRUWHUV�D�VXSSO\�RI
UHOLDEOH�DQG�FKHDS�EXVLQHVV�VHUYLFHV�ZRXOG�DLG�HIILFLHQF\�LQ�DOO�VHFWRUV�RI�WKHLU
HFRQRPLHV��ZKLOH�FRQVXPHUV�ZRXOG�VWDQG�WR�JDLQ�IURP�OLEHUDOL]DWLRQ�RI�VRPH�RWKHU
VHUYLFHV��0RUHRYHU��LPSRUWLQJ�VHUYLFHV��RU�DOORZLQJ�IRUHLJQ�ILUPV�WR�HVWDEOLVK�DW�KRPH��LV
TXLWH�FRQVLVWHQW�ZLWK�SUXGHQWLDO�RU�TXDOLW\�UHJXODWLRQ���+RZHYHU��OLEHUDOL]LQJ�IRUHLJQ
VXSSO\�LV�QRW�VXIILFLHQW��'HYHORSLQJ�FRXQWULHV�QHHG�DOVR�WR�OLEHUDOL]H�GRPHVWLF�VHUYLFHV
PDUNHWV�DW�WKH�VDPH�WLPH��7KLV�VKRXOG�HQWDLO�LPSURYHG�UXOHV�DQG�GRPHVWLF�UHJXODWLRQV�²
ILUVW�WR�HQFRXUDJH�HFRQRPLF�HIILFLHQF\�E\�UHPHG\LQJ�PDUNHW�IDLOXUHV�DQG��VHFRQG��WR
SXUVXH�VRFLDO�JRDOV�

3ROLF\�PDNHUV�VKRXOG�HPSKDVL]H�FRPSHWLWLRQ�UDWKHU�WKDQ�RZQHUVKLS�ZKHQ�QHJRWLDWLQJ
VHUYLFHV�PDUNHWV�EHFDXVH�ODUJHU�ZHOIDUH�JDLQV�DULVH�IURP�LQFUHDVHG�FRPSHWLWLRQ�WKDQ
IURP�VLPSO\�FKDQJHV�RI�RZQHUVKLS��LQFUHDVHG�FRPSHWLWLRQ�EULQJV�EHQHILWV�WKURXJK�ERWK
DOORFDWLYH�DQG�LQWHUQDO�HIILFLHQF\��/LEHUDOL]LQJ�LPSRUWHG�VHUYLFHV�PDUNHWV�E\�HOLPLQDWLQJ
H[SOLFLW�WUDGH�UHVWULFWLRQV�DQG�LPSOLFLW�UHJXODWRU\�EDUULHUV�WR�IRUHLJQ�VHUYLFHV�FDQ�LQFUHDVH
HIIHFWLYH�FRPSHWLWLRQ�VWURQJO\��DQG�WKLV�LV�FOHDUO\�EXVLQHVV�IRU�D�URXQG�RI�WUDGH�WDONV��%XW
UHIRUPLQJ�WKH�UHJXODWLRQV�JRYHUQLQJ�GRPHVWLF�ILUPV�FDQ�RIWHQ�JR�IXUWKHU�DQG�WKLV�WRR
FDQ�EH�DLGHG�E\�SODFLQJ�LW�LQ�DQ�LQWHUQDWLRQDO�FRQWH[W��'HYHORSLQJ�FRXQWULHV�VKRXOG�XVH
VWUHQJWKHQHG�PXOWLODWHUDO�GLVFLSOLQHV�RQ�GRPHVWLF�UHJXODWLRQV�WR�SURPRWH�DQG
FRQVROLGDWH�GRPHVWLF�UHIRUP��DV�WKH\�GLG�LQ�WHOHFRPPXQLFDWLRQV�RYHU�WKH�����V��$OVR�
VXFK�GLVFLSOLQHV�JLYH�GHYHORSLQJ�FRXQWU\�H[SRUWHUV�WKH�PHDQV�WR�DGGUHVV�UHJXODWRU\
EDUULHUV�WR�WKHLU�H[SRUWV�LQ�IRUHLJQ�PDUNHWV�

+RZHYHU��WKHUH�DUH�OLPLWV�WR�ZKDW�FDQ�EH�DFKLHYHG�DW�PXOWLODWHUDO�OHYHO��PXOWLODWHUDO
WUDGH�UXOHV�DUH�GHVLJQHG�WR�HQVXUH�PDUNHW�DFFHVV��UDWKHU�WKDQ�GLUHFWO\�WR�SURPRWH
FRPSHWLWLRQ��7KXV��LQ�SDUDOOHO�ZLWK�DQ\�WUDGH�WDONV��GHYHORSLQJ�FRXQWULHV�VKRXOG
VWUHQJWKHQ�WKHLU�SXUHO\�GRPHVWLF�UXOHV�WR�HQFRXUDJH�HFRQRPLF�HIILFLHQF\�LQ�UHPHG\LQJ
PDUNHW�IDLOXUH�DQG�SXUVLQJ�VRFLDO�JRDOV�

'HYHORSLQJ�FRXQWULHV�DOVR�KDYH�DV�PXFK�WR�JDLQ�DV�H[SRUWHUV�RI�VHUYLFHV��SDUWLFXODUO\
ZLWK�UHJDUG�WR�WKH�WHPSRUDU\�PRYHPHQW�RI�QDWXUDO�SHUVRQV�WR�VXSSO\�VHUYLFHV�LQ�D
IRUHLJQ�PDUNHW��8QGHU�WKH�*HQHUDO�$JUHHPHQW�RQ�7UDGH�LQ�6HUYLFHV��*$76���QHJRWLDWHG
LQ�WKH�8UXJXD\�5RXQG��WKH�OLEHUDOL]DWLRQ�FRPPLWPHQWV�ZHUH�YHU\�OLPLWHG�LQ�WKLV�DUHD��2I
WKH�IRXU�PRGHV�RI�VXSSO\�UHFRJQL]HG�E\�WKH�*$76��²�FURVV�ERUGHU�VXSSO\��FRQVXPSWLRQ

������������������������������ ��������������������
���1RWH�WKDW�OLEHUDOL]LQJ�WKH�SURYLVLRQ�RI�EDQNLQJ�VHUYLFHV�LV�QRW�WKH�VDPH�DV�OLEHUDOL]LQJ�FDSLWDO�IORZV�
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DEURDG��FRPPHUFLDO�SUHVHQFH��L�H��IRUHLJQ�GLUHFW�LQYHVWPHQW���DQG�SUHVHQFH�RI�QDWXUDO
SHUVRQV�²�WKH�ODVW�DWWUDFWHG�WKH�IHZHVW�FRPPLWPHQWV��7KRVH�WKDW�ZHUH�PDGH�ZHUH�RI
YHU\�OLPLWHG�VHFWRUDO�FRYHUDJH�DQG�ZHUH�FRQGLWLRQDO�RQ�WKLQJV�VXFK�DV�WKH�OHQJWK�RI
VWD\��WKH�VWDWH�RI�WKH�ODERXU�PDUNHW�DQG�WKH�¶HFRQRPLF�QHHG·�IRU�LPSRUWV��(YHQ�ZKHUH
FRPPLWPHQWV�ZHUH�PDGH�WR�IUHH]H�H[LVWLQJ�UHJXODWLRQV��WKH�ODWWHU�DUH�VR�REVFXUH�WKDW�LW
LV�XQFOHDU�ZKDW�KDV�EHHQ�JDLQHG�

$OPRVW�LQHYLWDEO\��WKH�OHDVW�OLEHUDO�FRPPLWPHQWV��RU�WKH�FRPSOHWH�DEVHQFH�RI
FRPPLWPHQWV��DUH�LQ�VHFWRUV�RU�DUHDV�ZKHUH�GHYHORSLQJ�FRXQWULHV�KDYH�D�FRPSDUDWLYH
DGYDQWDJH��L�H��LQ�ORZ��DQG�PHGLXP�VNLOO�UHODWHG�ODERXU�LQWHQVLYH�DFWLYLWLHV��7KH
FRPPLWPHQWV�WKDW�KDYH�EHHQ�PDGH�JHQHUDOO\�KDYH�RQO\�OLPLWHG�VLJQLILFDQFH�IRU
GHYHORSLQJ�FRXQWULHV�EHFDXVH�WKH\�UHIHU�DOPRVW�H[FOXVLYHO\�WR�KLJKHU�OHYHO�RI�SHUVRQQHO
ZKR�DUH�W\SLFDOO\�DVVRFLDWHG�ZLWK�FRPPHUFLDO�SUHVHQFH�LQ�FDSLWDO�LQWHQVLYH�DFWLYLWLHV��,I
WKH�*$76�LV�WR�HIIHFWLYHO\�SURPRWH�WUDGH�LQ�VHUYLFHV�DQG�DGGUHVV�WKH�LQWHUHVWV�RI
GHYHORSLQJ�FRXQWULHV��WKH�LQGXVWULDO�FRXQWULHV�PXVW�QHJRWLDWH�LQ�JRRG�IDLWK�LQ�WKLV�NH\
DUHD�RI�WKH�¶PRYHPHQW�RI�QDWXUDO�SHUVRQV·�

)RXU�FODVVHV�RI�FRQWLQXLQJ�FRQVWUDLQWV�RQ�WKH�PRYHPHQW�RI�QDWXUDO�SHUVRQV�QHHG�WR�EH
QHJRWLDWHG�

�� ,PPLJUDWLRQ�UHODWHG�UHJXODWLRQV�FRQFHUQLQJ�WKH�HQWU\�DQG�VWD\�RI�VHUYLFH�SURYLGHUV�

�� 5HJXODWLRQV�FRQFHUQLQJ�WKH�UHFRJQLWLRQ�RI�TXDOLILFDWLRQV��ZRUN�H[SHULHQFH�DQG
WUDLQLQJ�

�� 7KH�GLIIHUHQWLDO�WUHDWPHQW�RI�GRPHVWLF�DQG�IRUHLJQ�SHUVRQQHO�

�� 5HJXODWLRQV�FRYHULQJ�RWKHU�PRGHV�RI�VXSSO\��SDUWLFXODUO\�FRPPHUFLDO�SUHVHQFH�
ZKLFK�LQGLUHFWO\�OLPLW�WKH�VFRSH�IRU�WKH�PRYHPHQW�RI�QDWXUDO�SHUVRQV�

7KH�IXQGDPHQWDO�SUREOHP�LV�WKDW�WKHUH�LV�QR�VHSDUDWLRQ�EHWZHHQ�WHPSRUDU\�DQG
SHUPDQHQW�ODERXU�PRYHPHQW��HYHQ�WKRXJK�*$76�LV�PHDQW�WR�FRYHU�RQO\�WHPSRUDU\
ODERXU�IORZV�LQ�VHUYLFHV��$W�SUHVHQW��WKH�WHPSRUDU\�PRYHPHQW�RI�ODERXU�FRPHV�XQGHU
WKH�SXUYLHZ�RI�LPPLJUDWLRQ�OHJLVODWLRQ�DQG�ODERXU�PDUNHW�FRQGLWLRQV��,Q�D�QHZ�URXQG�LW
ZLOO�EH�LPSRUWDQW�WR�VHSDUDWH�WHPSRUDU\�PRYHPHQW�RI�ODERXU�IURP�SHUPDQHQW
PRYHPHQW�RI�ODERXU�DQG�SURYLGH�VXLWDEOH�SURYLVLRQ�IRU�VKRUW�WHUP�PRELOLW\�RI�ZRUNHUV�
7KH�PXOWLODWHUDO�GLVFXVVLRQV�VKRXOG�DOVR�DLP�DW�VHFWRU�VSHFLILF�FRPPLWPHQWV��HVSHFLDOO\
LQ�VHFWRUV�VXFK�DV�SURIHVVLRQDO�DQG�EXVLQHVV�VHUYLFHV��DQG�RQ�H[SDQGLQJ�WKH�FDWHJRULHV
RI�VHUYLFH�SURYLGHUV��WR�UHPRYH�WKH�FXUUHQW�ELDV�WRZDUGV�KLJKHU�OHYHO�SHUVRQQHO��,W�LV
LPSRUWDQW�WR�LQFOXGH�PLGGOH��DQG�ORZ�VNLOO�OHYHO�SURYLGHUV�DQG�PDNH�WKH�FRPPLWPHQWV
PRUH�UHOHYDQW�WR�WKH�LQWHUHVWV�RI�GHYHORSLQJ�FRXQWULHV�ZLWK�FDSDFLW\�LQ�WKHVH�FDWHJRULHV�

$OO�LQ�DOO��ZLWK�VXLWDEOH�SURYLVLRQ�IRU�VKRUW�WHUP�PRELOLW\�RI�ZRUNHUV��QRW�PLJUDWLRQ��
GHYHORSLQJ�FRXQWULHV�FRXOG�JUHDWO\�H[SDQG�WKH�VXSSO\�RI�VHUYLFHV�WR�GHYHORSHG
FRXQWU\�FRQVXPHUV�DQG�EXVLQHVVHV��:LWK�JUHDWHU�OLEHUDOL]DWLRQ��PDQ\�PRUH�GHYHORSLQJ
FRXQWULHV�FRXOG�H[SRUW�VHUYLFHV�VXFK�DV�FRQVWUXFWLRQ��GLVWULEXWLRQ��HQYLURQPHQW�DQG
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WUDQVSRUW��7KH�FXUUHQW�VXFFHVV�VWRULHV�RI�GHYHORSLQJ�FRXQWULHV�H[SRUWLQJ�VHUYLFHV��VXFK�DV
,QGLDQ�VRIWZDUH�RU�&XEDQ�KHDOWK�VHUYLFHV��UHO\�VLJQLILFDQWO\�RQ�SURYLGHU�PRELOLW\��,QGLDQ
VRIWZDUH�H[SRUWV�JUHZ�IURP������PLOOLRQ�LQ��������WR�������ELOOLRQ�LQ����������'HVSLWH�WKH
JURZLQJ�LPSRUWDQFH�RI�FURVV�ERUGHU�HOHFWURQLF�GHOLYHU\��WKH�PRYHPHQW�RI�QDWXUDO
SHUVRQV�UHPDLQV�D�FULWLFDO�SDUW�RI�WKH�HTXDWLRQ��,Q�WKH�HDUO\�����V��WKH�86�JRYHUQPHQW
LQWURGXFHG�UXOHV�WKDW�REOLJHG�IRUHLJQ�ZRUNHUV�WR�DFTXLUH�WHPSRUDU\�ZRUN�YLVDV��+���%
YLVDV���7KH�QXPEHU�RI�YLVDV�LVVXHG�GXULQJ�D�\HDU�ZDV�OLPLWHG�WR���������,Q�������LQ
UHVSRQVH�WR�PRXQWLQJ�ODERXU�VKRUWDJHV�H[SHULHQFHG�LQ�WKH�LQIRUPDWLRQ�DQG�WHFKQRORJ\
VHFWRU��WKH�86�UHOD[HG�LWV�WHPSRUDU\�YLVD�UHTXLUHPHQWV�IRU�VNLOOHG�ZRUNHUV�DQG�WKH�DQQXDO
YLVD�FDS�ZDV�UDLVHG�WR���������IRU�ERWK������DQG�������7KLV�VKRZV�WKH�VRUW�RI
DGYDQWDJHV�WKDW�GHYHORSHG�FRXQWU\�SURGXFHUV�SHUFHLYH�LQ�UHOD[LQJ�WKH�PRYHPHQW�RI
QDWXUDO�SHUVRQV�DQG�VXJJHVWV�WKH�VRUW�RI�DOOLHV�WKDW�GHYHORSLQJ�FRXQWULHV�FRXOG�ILQG�LQ
SXUVXLQJ�WKLV�LVVXH�

)LJXUH�������*DLQV�IURP�����UHGXFWLRQ�LQ�WUDGH�EDUULHUV

)LJXUH������VHH�DERYH��VXPPDUL]HV�RQH�VHW�RI�HVWLPDWHV�RI�WKH�EHQHILWV�RI�UHGXFLQJ
ZRUOG�WUDGH�EDUULHUV�E\�����LQ�������,W�VXJJHVWV�VLJQLILFDQW�JDLQV�IRU�ERWK�GHYHORSLQJ
DQG�GHYHORSHG�FRXQWULHV�RI�URXJKO\������ELOOLRQ�DQG������ELOOLRQ�UHVSHFWLYHO\��2QH
VKRXOG�FHUWDLQO\�QRW�WDNH�WKHVH�ILJXUHV�OLWHUDOO\�²�HVSHFLDOO\�LQ�VHUYLFHV�²�EXW�WKH\�DUH�DQ
LQGLFDWLRQ�WKDW�WKHUH�DUH�VWLOO�VLJQLILFDQW�EHQHILWV�WR�EH�UHDSHG�WKURXJK�VLPSOH�WUDGH
OLEHUDOL]DWLRQ��7KH\�DOVR�VXJJHVW�WKH�UHODWLYH�LPSRUWDQFH�RI�VHUYLFHV�PDUNHWV�LQ�ERWK
GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV�DQG�WKH�IDPLOLDU�UHVXOW�WKDW�WUDGH�SROLF\�UHIRUP
PDLQO\�EHQHILWV�WKH�FRXQWULHV�GRLQJ�LW�UDWKHU�WKDQ�WKHLU�SDUWQHUV��'HYHORSHG�FRXQWULHV
JDLQ�PRUH�WKDQ�GHYHORSLQJ�FRXQWULHV�IURP�DJULFXOWXUDO�OLEHUDOL]DWLRQ�EHFDXVH�WKH\�KDYH
IXUWKHVW�WR�JR��GHYHORSLQJ�FRXQWULHV�JDLQ�PRUH�WKDQ�GHYHORSHG�FRXQWULHV�IURP
PDQXIDFWXUHV�OLEHUDOL]DWLRQ�IRU�WKH�VDPH�UHDVRQ�

������������������������������ ��������������������
���,W�LV�UHSRUWHG�WKDW�LW�ZLOO�UHDFK�������ELOOLRQ�LQ���������)LQDQFLDO�7LPHV����)HEUXDU\�������
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�����&UHGLW�IRU�XQLODWHUDO�OLEHUDOL]DWLRQ

0DQ\�GHYHORSLQJ�FRXQWULHV�KDYH�OLEHUDOL]HG�WKHLU�WUDGH�XQLODWHUDOO\�VLQFH�WKH�HQG
RI�WKH�8UXJXD\�5RXQG��IUHTXHQWO\�ORZHULQJ�DSSOLHG�WDULIIV�ZHOO�EHORZ�WKH�UDWHV�WKH\
DJUHHG��¶ERXQG·�LQ�:72�VSHDN��LQ�WKH�5RXQG��7KH\�IHDU�WKDW�VXFK�UHGXFWLRQV�ZLOO�HURGH
WKHLU�EDUJDLQLQJ�SRZHU�LQ�DQ\�IRUWKFRPLQJ�WDONV��'HYHORSHG�FRXQWULHV�PXVW�UH�DVVXUH
WKHP�WKDW�WKLV�LV�QRW�VR��7KH\�PXVW�WUHDW�UHGXFWLRQV�LQ�ERXQG�UDWHV��ZKLFK�DUH�WKH�VXEMHFW
RI�:72�QHJRWLDWLRQV��DV�FRQFHVVLRQV�WR�EH�UHFLSURFDWHG��HYHQ�LI�WKH�ELQGLQJV�GR�QRW
FRPH�GRZQ�WR�WKH�UDWHV�DFWXDOO\�DSSOLHG�DQG�KHQFH�GR�QRW�LPSO\�DQ�LPPHGLDWH
UHGXFWLRQ�LQ�WKH�WDULIIV�FKDUJHG�RQ�WKH�JURXQG�

5HGXFWLRQV�LQ�ERXQG�UDWHV�DUH�YDOXDEOH�HYHQ�LI�WKH\�GR�QRW�LPPHGLDWHO\�ORZHU�DSSOLHG
UDWHV�EHFDXVH�WKH\�UHPRYH�XQFHUWDLQW\��WKH\�ORZHU�WKH�PD[LPXP�OHJDO�WDULII��%HVLGHV�
E\�RIIHULQJ�FUHGLW��GHYHORSHG�FRXQWULHV�ZLOO�KHOS�WR�IRVWHU�IXUWKHU�XQLODWHUDO�OLEHUDOL]DWLRQ�
ZKLFK��LQ�WKH�SDVW��KDV�EHQHILWHG�GHYHORSHG�FRXQWULHV�DV�ZHOO�DV�WKH�GHYHORSLQJ
FRXQWULHV�XQGHUWDNLQJ�WKH�OLEHUDOL]DWLRQ��)RU�WKHLU�RZQ�VDNHV�GHYHORSLQJ�FRXQWULHV�VKRXOG
QRW�XVH�FUHGLW�WR�DYRLG�PDNLQJ�FXWV�LQ�DFWXDO�WDULIIV��EXW�DV�D�PHDQV�RI�HQFRXUDJLQJ
GHHSHU�OLEHUDOL]DWLRQ�LQ�WKH�GHYHORSHG�ZRUOG��,I�WKH\�GR�WKLV�PDNLQJ�SURYLVLRQ�IRU�FUHGLW
LQ�WKH�5RXQG�ZRXOG�EH�ERWK�HTXLWDEOH�DQG�FRQVWUXFWLYH�DV�ZHOO�DV�D�XVHIXO�JHVWXUH
WRZDUGV�GHYHORSLQJ�FRXQWULHV�

�����5H�LQYHQWLQJ�VSHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW

¶6SHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW·�UHIHUUHG�WR�*$77�:72�ULJKWV�DQG�SULYLOHJHV
JLYHQ�WR�GHYHORSLQJ�FRXQWULHV��EXW�QRW�H[WHQGHG�WR�GHYHORSHG�FRXQWULHV��,W�FRYHUHG
ERWK�VSHFLDO�ULJKWV�IRU�GHYHORSLQJ�FRXQWULHV�WR�SURWHFW�WKHLU�GRPHVWLF�PDUNHWV�DQG
SURGXFHUV��DQG�VSHFLDO�PDUNHW�DFFHVV��WDULII�SUHIHUHQFHV��IRU�WKHLU�H[SRUWV�WR�GHYHORSHG
FRXQWULHV��,Q�WKH�����V�LQWHOOHFWXDO�RSLQLRQ�RQ�HFRQRPLF�GHYHORSPHQW�VKLIWHG�DZD\
IURP�LPSRUW�VXEVWLWXWLRQ�DQG�PDQ\�GHYHORSLQJ�FRXQWULHV�VWDUWHG�XQLODWHUDO�WUDGH
OLEHUDOL]DWLRQ��7KH�8UXJXD\�5RXQG�DJUHHPHQWV�UHGXFHG�WKH�VFRSH�RI�VSHFLDO�DQG
GLIIHUHQWLDO�WUHDWPHQW��EXW�GLG�QRW�FRPSOHWHO\�HOLPLQDWH�LW��,QVWHDG��WKH\�IRFXVHG�LW�RQ
WKH�DGMXVWPHQW�DQG�LPSOHPHQWDWLRQ�FDSDFLW\�SUREOHPV�IDFLQJ�GHYHORSLQJ�FRXQWULHV�
6SHFLDO�DQG�GLIIHUHQWLDO�SURYLVLRQV�ZHUH�LQFOXGHG�LQ�PDQ\�:72�DJUHHPHQWV��LQFOXGLQJ
PRUH�IOH[LEOH�WHUPV�VXFK�DV�ORQJHU�WUDQVLWLRQ�SHULRGV�WR�LPSOHPHQW�WKH�DJUHHPHQWV�UXOHV�
VPDOOHU�OLEHUDOL]DWLRQ�FRPPLWPHQWV�DQG�WHFKQLFDO�DVVLVWDQFH��5LJKWV�WR�SUHIHUHQFHV�LQ
GHYHORSHG�PDUNHWV�ZHUH�QRW�UHGXFHG�DW�DOO�

%HIRUH�6HDWWOH��GHYHORSLQJ�FRXQWULHV�ZHUH�JHQHUDOO\�UHOXFWDQW�WR�FRQWHPSODWH�D�5RXQG�
'HVSLWH�VSHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW��WKH\�IHOW�RYHU�EXUGHQHG�ZLWK�LPSOHPHQWLQJ
WKH�8UXJXD\�5RXQG�DQG�LQVLVWHG�WKDW��LI�WKHUH�ZHUH�D�QHZ�URXQG��WKH\�EH�H[HPSW�IURP
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PXFK�RI�LWV�OLNHO\�OLEHUDOL]DWLRQ�DQG�QHZ�UXOHV��,Q�HIIHFW�WKH\�ZHUH�ORRNLQJ�EDFN�WRZDUGV
WKH�VSHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW�RI�WKH�SDVW��ZKLFK�KDG�WHQGHG�WR�GHIOHFW�WKHP
IURP�WUDGH�OLEHUDOL]DWLRQ�DQG�ZKLFK��DV�D�UHVXOW��OHIW�WKHP�ODUJHO\�RXWVLGH�WKH�*$77�V\VWHP
DQG�IUHTXHQWO\�RXWVLGH�WKH�KXJH�LQFUHDVH�LQ�SURVSHULW\�WKDW�LW�HQJHQGHUHG�

6SHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW�KDV�QRW�EHHQ�D�FRQVWUXFWLYH�IRUFH�LQ�WKH�SDVW��/HWWLQJ
GHYHORSLQJ�FRXQWULHV�RII�WKH�OLEHUDOL]DWLRQ�RI�WKHLU�RZQ�EDUULHUV�XQGHUPLQHG�OLEHUDO�IRUFHV
DW�KRPH�DQG�OHIW�GHYHORSLQJ�FRXQWU\�QHJRWLDWRUV�QRWKLQJ�WR�QHJRWLDWH�ZLWK�LQ�WKH
5RXQGV��1HLWKHU�KDYH�WKH�SUHIHUHQFHV��ZKLFK�GHYHORSLQJ�FRXQWULHV�KDYH�IRXJKW�VR�KDUG
WR�SUHVHUYH��EHHQ�D�VXFFHVV�RYHUDOO��8QGHU�WKH�*HQHUDO�6\VWHP�RI�3UHIHUHQFHV��*63��RU�
IRU�WKH�(8��WKH�/RPp�&RQYHQWLRQ�IRU�$&3�FRXQWULHV��LQGXVWULDO�FRXQWULHV�JUDQW�SUHIHUHQWLDO
WDULIIV�WR�GHYHORSLQJ�FRXQWULHV·�H[SRUWV��,Q�PRVW�JRRGV�WKH�PDUJLQV�RI�WDULII�SUHIHUHQFH
DUH�VPDOO�EHFDXVH�WDULIIV�DUH�ORZ�LQ�LQGXVWULDO�FRXQWULHV��:KHUH�WKH\�DUH�QRW�VPDOO��WKH
SUHIHUHQFHV�DUH�FRQVWUDLQHG�HLWKHU�TXDQWLWDWLYHO\��IRUPDOO\�RU�LQIRUPDOO\��RU�E\�VWULQJHQW
UXOHV�RI�RULJLQ�DQG�D�WKUHDW�RI�JUDGXDWLRQ��L�H��WKDW�WKH�H[SRUWHU�KDV�EHFRPH�WRR
HIIHFWLYH�WR�EH�WUHDWHG�VSHFLDOO\���7KH�FRPSOLFDWHG�SURFHGXUHV�RI�WKH�UXOHV�RI�RULJLQ
FRVW�SRRU�FRXQWU\�H[SRUWHUV�GHDUO\�LQ�WHUPV�RI�SDSHUZRUN��,Q�FHUWDLQ�DUHDV�ZKHUH
GHYHORSLQJ�FRXQWULHV�KDYH�FRPSDUDWLYH�DGYDQWDJH�WKH\�PD\�KDYH�QR�SUHIHUHQFHV�DW
DOO��IRU�H[DPSOH��WKH�86$·V�*63�H[FOXGHV�FORWKLQJ�

,Q�WKH�IHZ�FDVHV�ZKHUH�SUHIHUHQFH�PDUJLQV�DUH�PDWHULDO��WKH\�DUH�QR�EDVLV�IRU
LQYHVWPHQW�DQG�GHYHORSPHQW�EHFDXVH�WKH\�DUH�LQVHFXUH���3UHIHUHQFHV�WHDFK
GHYHORSLQJ�FRXQWU\�QHJRWLDWRUV�WR�IRFXV�RQ�VKRUW�WHUP�TXDVL�UHQWV��L�H��SRFNHWLQJ�WKH
UHYHQXH�IURP�WKH�WDULIIV�WKH\�KDYH�EHHQ�OHW�RII�ZKLOH�WKH�FRQFHVVLRQ�ODVWV��UDWKHU�WKDQ�WR
IRFXV�RQ�WKH�ORQJ�WHUP�QHHGV�RI�DVVXUHG�DFFHVV�IRU�FRPPHUFLDOO\�YLDEOH�SURGXFWV��,W
DOVR�RSHQV�WKHP�XS�WR�SUHVVXUH�RQ�XQUHODWHG�LVVXHV�VXFK�DV�ODERXU�VWDQGDUGV��,W�LV�IRU
WKH�EHVW�LQWHUHVW�RI�GHYHORSLQJ�FRXQWULHV�WKDW�WKH\�VWLFN�ZLWK�WKH�EDVLF�UXOHV�RI�WUDGH
OLEHUDOL]DWLRQ�²�QRQ�GLVFULPLQDWLRQ��PRVW�IDYRXUHG�QDWLRQ�DQG�QDWLRQDO�WUHDWPHQW��
ELQGLQJ�WDULIIV�LQ�DOO�VHFWRUV�DQG�FXWWLQJ�ERXQG�WDULIIV�WKURXJK�QHJRWLDWLRQV�

+RZHYHU��WKHUH�LV�VWLOO�VFRSH�IRU�D�QHZ�IRUP�RI�VSHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW�WKDW
HQKDQFHV�HIIHFWLYH�OLEHUDOL]DWLRQ�UDWKHU�WKDQ�VW\PLHV�LW��7KLV�ZRXOG�UHFRJQL]H�WKH
JHQXLQH�GLIIHUHQFHV�LQ�LQVWLWXWLRQV�DQG�REMHFWLYHV�EHWZHHQ�GHYHORSHG�DQG�GHYHORSLQJ
FRXQWULHV�DQG�WDLORU�OLEHUDOL]DWLRQ�DQG�QHZ�UHJXODWLRQV�WR�WKHVH��7KXV��IRU�H[DPSOH��LI
IXWXUH�WUDGH�WDONV�LQWURGXFH�PHDVXUHV�WKDW�JHQXLQHO\�UHTXLUH�PRUH�GLIILFXOW�RU�PRUH
FRVWO\�WUDQVLWLRQV�IRU�GHYHORSLQJ�FRXQWULHV��WKHVH�VKRXOG�EH�UHFRJQL]HG�LQ�WHUPV�RI
ORQJHU�SHULRGV��PRUH�IOH[LEOH�UXOHV��DQG�LQ�VSHFLILF�RIIHUV�RI�WHFKQLFDO�DVVLVWDQFH��7R
SUHYHQW�ORQJHU�WUDQVLWLRQ�SHULRGV�IURP�EHLQJ�XVHG�PHUHO\�WR�SXW�RII�DGMXVWPHQW�
KRZHYHU��GHYHORSLQJ�FRXQWULHV�VKRXOG�DJUHH�WR�SKDVHG�WUDQVLWLRQV�ZLWK�PRQLWRUDEOH
PLOHSRVWV��VR�WKDW�ERWK�WKH�LQWHUQDWLRQDO�FRPPXQLW\�DQG�WKHLU�RZQ�FLWL]HQV�FDQ�VHH�WKDW
DGMXVWPHQW�LV�DFWXDOO\�RFFXUULQJ�

������������������������������ ��������������������
���&RQGLWLRQV�VXFK�DV�UXOHV�RI�RULJLQ��HOLJLELOLW\��LI�D�FRXQWU\�EHFRPHV�FRPSHWLWLYH�LQ�FHUWDLQ�SURGXFWV��*63�VWDWXV
JUDQWHG�E\�WKH�86$�PD\�EH�ZLWKGUDZQ���UHQHZDO�DQG�JUDGXDWLRQ�DUH�DWWDFKHG�WR�DOO�*63�VFKHPHV��VHH�:KDOOH\
��������
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6SHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW�PLJKW�DOVR�EH�H[WHQGHG�WR�VRPH�UXOHV�FKDQJHV�RQ�D
PRUH�SHUPDQHQW�EDVLV��7KH�8UXJXD\�5RXQG�LQFOXGHG�FRPPLWPHQWV�WR�PRGHUQL]H�WUDGH
SURFHGXUHV�VXFK�DV�LPSRUW�OLFHQVLQJ�DQG�FXVWRPV�YDOXDWLRQ��DQG�WR�UHIRUP�DUHDV�RI
UHJXODWLRQ�ZKLFK�UHODWH�WR�GRPHVWLF�EXVLQHVV�HQYLURQPHQW��*LYHQ�WKH�GLVSDULWLHV�LQ
QHJRWLDWLQJ�SRZHU�DQG�UHVRXUFHV��QHJRWLDWLRQV�RQ�UXOHV�WHQG�WR�UHIOHFW�WKH�DJHQGD�RI
ULFK�FRXQWULHV�DQG�WKHLU�VSHFLILF�LQWHUHVW�JURXSV��7KHUHIRUH��WKH�H[LVWLQJ�:72�UXOHV�DUH�LQ
ODUJH�SDUW�D�FRGLILFDWLRQ�RI�WKH�UXOHV�DQG�LQVWLWXWLRQV�LQ�GHYHORSHG�FRXQWULHV��7KH\�ZRUN
ZHOO�WKHUH��EXW�QRW�QHFHVVDULO\�VR�ZHOO�LQ�SRRU�FRXQWULHV�

,Q�VRPH�FDVHV�WKH�UHTXLUHPHQWV�RI�WKH�:72�DJUHHPHQWV��ZKLOH�QRW�KDUPIXO�SHU�VH��DUH
QRW�ZHOO�VXLWHG�WR�GHYHORSLQJ�FRXQWULHV·�GHYHORSPHQW�REMHFWLYHV��2QH�H[DPSOH�LV�WKH
FXVWRPV�YDOXDWLRQ�DJUHHPHQW��&XVWRPV�YDOXDWLRQ�LV�RQO\�RQH�SDUW�RI�WKH�FXVWRPV
SURFHVV��*LYHQ�WKH�LQLWLDOO\�ZHDN�VLWXDWLRQ�LQ�PDQ\�GHYHORSLQJ�FRXQWULHV��FKDQJLQJ�WKH
YDOXDWLRQ�PHWKRG�ZLWKRXW�RYHUDOO�FXVWRPV�UHIRUP�LV�QRW�OLNHO\�WR�LPSURYH�WKH
SUHGLFWDELOLW\�RI�WKH�FXVWRPV�SURFHVV��QRU�WR�PLWLJDWH�VLJQLILFDQWO\�WKH�SRVVLELOLW\�RI�XVLQJ
WKH�FXVWRPV�SURFHVV�DV�D�QRQ�WDULII�EDUULHU��)RU�H[DPSOH��QHDUO\�DOO�GHYHORSLQJ�FRXQWULHV
IDFH�GLIILFXOWLHV�RYHU�FXVWRPV�DGPLQLVWUDWLRQ��EXW�LQDSSURSULDWH�YDOXDWLRQ�PHWKRGV�UDQN
IDU�EHKLQG�WKLQJV�OLNH�FRUUXSWLRQ��ODFN�RI�FRGLILFDWLRQ�DQG�PHFKDQL]DWLRQ��DQG
XQUHOLDEOH�WLPLQJ��7KXV�WKH�:72�&XVWRPV�9DOXDWLRQ�$JUHHPHQW��ZKLFK�SUHVFULEHG�KRZ
LPSRUWV�DUH�WR�EH�YDOXHG��LV�PRUH�RU�OHVV�LUUHOHYDQW�IRU�PDQ\�GHYHORSLQJ�FRXQWULHV��$
JOREDO�UHJLPH�PRUH�V\PSDWKHWLF�WR�DQ�KRQHVW�DQG�YHULILDEOH�UHIHUHQFH�SULFH�V\VWHP
�ZKLFK�LV�EDQQHG�XQGHU�WKH�FXUUHQW�$JUHHPHQW��ZRXOG�EH�EHWWHU��,W�ZRXOG�OHDYH�RYHU
PRUH�GHYHORSLQJ�FRXQWU\�UHVRXUFHV��DQG�HIIRUW��IRU�UHIRUPV�WKDW�DUH�PRUH�LPSRUWDQW���

,Q�IXWXUH��UXOHV�FKDQJHV�VKRXOG�EH�MXGJHG�DJDLQVW�D�GHYHORSPHQW�\DUGVWLFN���0DQ\
UHIRUPV�ZRXOG�SDVV�WKH�WHVW�DQG�DSSO\�WR�DOO�:72�PHPEHUV��EXW�VRPH�ZRXOG�QRW�DQG
ZRXOG�QHHG�WR�EH�PRGLILHG�IRU�SRRU�FRXQWULHV��,Q�PDQ\�RI�WKH�QHZ�QHJRWLDWLQJ�DUHDV�RQ
GRPHVWLF�UHJXODWLRQ�DQG�LQVWLWXWLRQV��WKHUH�LV�QR�GHYHORSLQJ�FRXQWU\�WULDO�DQG�HUURU
H[SHULHQFH�IURP�ZKLFK�WR�LQIHU�WKH�GHYHORSPHQW�LPSOLFDWLRQV�RI�PXOWLODWHUDO�UXOHV��:72
UXOHV�VKRXOG�DOORZ�IRU�VXFK�H[SHULPHQWDWLRQ�DQG�OHDUQLQJ��&UHDWLQJ�VXFK�IOH[LELOLW\��ZKLOH
DW�WKH�VDPH�WLPH�SUHVHUYLQJ�SUHGLFWDELOLW\�DQG�WUDQVSDUHQF\�IRU�WUDGHUV�ZRXOG�EH�D
XVHIXO�IRUP�RI�VSHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW�IRU�GHYHORSLQJ�FRXQWULHV�LQ�WKH�QH[W
URXQG��2QH�DSSURDFK�PLJKW�EH�WR�DOORZ�JUHDWHU��DOWKRXJK�QRW�FRPSOHWH��SURFHGXUDO
IOH[LELOLW\��ZKLOH�UHTXLULQJ�WKDW�RXWFRPHV�EH�IDLU��&ULWHULD�IRU�DVVHVVLQJ�WKH�IDLUQHVV�RI
RXWFRPHV�DQG�SURFHGXUHV�ZLWKRXW�RYHUEXUGHQLQJ�WKH�'LVSXWH�6HWWOHPHQW�SURFHVV�ZRXOG
QHHG�WR�EH�GHYHORSHG��3HUKDSV��IRU�H[DPSOH��WKH�ULJKW�WR�XVH�XQRUWKRGR[�SURFHGXUHV
FRXOG�EH�PDGH�FRQGLWLRQDO�XSRQ�DJUHHLQJ�WR�D�IDVW�WUDFN�DGPLQLVWUDWLYH�UHYLHZ�RI
FRQWHQWLRXV�SROLFLHV�

5XOH�PDQGDWHG�UHIRUP�ZLOO�FRVW�PRQH\�DQG�PDQ\�GHYHORSLQJ�FRXQWULHV�ZLOO�QHHG�H[WUD
IXQGLQJ�DQG�WHFKQLFDO�DVVLVWDQFH��VHH�EHORZ���+RZHYHU��WKH�TXHVWLRQ�RI�ZKHUH�WR�VSHQG

������������������������������ ��������������������
���)LQJHU�DQG�6FKXOHU��������FKDUDFWHUL]H�WKH�FXVWRPV�YDOXDWLRQ�DJUHHPHQW�DV�DGGUHVVLQJ�RQO\�D�VPDOO�SURSRUWLRQ�RI
GHYHORSLQJ�FRXQWULHV·�FXVWRPV�SUREOHPV��SURYLGLQJ�QR�UHPHG\�RYHU�WKH�UHPDLQGHU��DQG�EHLQJ�LQDSSURSULDWH�LQ�WKH
DUHDV�LW�GRHV�FRYHU�
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WKH�OLPLWHG�UHVRXUFHV�GHVHUYHV�DWWHQWLRQ��,I�WKH�GHYHORSPHQW�GLPHQVLRQ�LV�DEVHQW�LQ�WKH
UXOHV��PRQH\�VSHQW�RQ�LPSOHPHQWLQJ�WKHP�PLJKW�EH�ZDVWHG��)RU�H[DPSOH��DQ�H[WUD
GROODU�LQ�PRVW�SRRU�FRXQWULHV�PLJKW�EH�PRUH�SURGXFWLYHO\�VSHQW�RQ�KHDOWK�FDUH�RU
HGXFDWLRQ�WKDQ�RQ�LPSOHPHQWLQJ�LQWHOOHFWXDO�SURSHUW\�UXOHV�

�����%LQGLQJ�WHFKQLFDO�DVVLVWDQFH

)RU�WKH�PDQ\�QHZ�DUHDV�RI�UHJXODWLRQ�LQWURGXFHG�LQ�WKH�8UXJXD\�5RXQG�HIIHFWLYH
LPSOHPHQWDWLRQ�DQG�FRPSOLDQFH�LQYROYHV�KHDY\�LQYHVWPHQW��)RU�H[DPSOH��WKH
LQWURGXFWLRQ�RI�OHJLVODWLRQ��WKH�FUHDWLRQ�RI�DGPLQLVWUDWLYH�ERGLHV��VWDII�WUDLQLQJ�
HTXLSPHQW��EXLOGLQJV��HWF��DOO�FRVW�PRQH\��,W�LV�HVWLPDWHG�WKDW�LW�DYHUDJHV���������
PLOOLRQ�SHU�FRXQWU\�WR�PHHW�WKH�:72�UXOHV�LQ�MXVW�WKUHH�DUHDV��LQWHOOHFWXDO�SURSHUW\�
VDQLWDU\�DQG�SK\WR�VDQLWDU\�VWDQGDUGV�DQG�FXVWRPV�YDOXDWLRQ���7KLV�H[FHHGV�DQ�HQWLUH
\HDU·V�GHYHORSPHQW�EXGJHW�LQ�PDQ\�RI�WKH�OHDVW�GHYHORSHG�FRXQWULHV�

7KH�8UXJXD\�5RXQG�$JUHHPHQW�LV�UHSOHWH�ZLWK�SURPLVHV�RI�WHFKQLFDO�DVVLVWDQFH�WR
GHYHORSLQJ�FRXQWULHV�WR�KHOS�WKHP�XQGHUWDNH�WKH�DJUHHG�UHIRUPV��EXW�PRVW�RI�WKHVH
SURPLVHV�ZHUH�QRW�ELQGLQJ�DQG�PDQ\�KDYH�QRW�EHHQ�GHOLYHUHG��6LQFH�WKH�GHYHORSLQJ
FRXQWULHV�FOHDUO\�VDZ�VXFK�DVVLVWDQFH�DV�D�TXLG�SUR�TXR�IRU�FHUWDLQ
DJUHHPHQWV�FRQFHVVLRQV��WKLV�LV�KDUGO\�IDLU���1HLWKHU�LV�LW�HIILFLHQW��*LYHQ�WKHLU�OLPLWHG
KXPDQ�UHVRXUFHV�DQG�LQVWLWXWLRQDO�FDSDFLW\��PDQ\�GHYHORSLQJ�FRXQWULHV��SDUWLFXODU�WKH
SRRU�DQG�VPDOO�RQHV��KDYH�VLJQLILFDQW�GLIILFXOWLHV�LPSOHPHQWLQJ�WKH�5RXQG�DQG
LQWHJUDWLQJ�WKHPVHOYHV�LQWR�WKH�ZRUOG�WUDGLQJ�V\VWHP��6ROYLQJ�WKHVH�GLIILFXOWLHV�LV�OLNHO\�WR
EHQHILW�ERWK�WKH�FRXQWULHV�WKHPVHOYHV�DQG�WKHLU�WUDGLQJ�SDUWQHUV��7KH�QH[W�5RXQG�QHHGV
WR�ILQG�D�PHDQV�RI�PDNLQJ�SURPLVHV�RI�WHFKQLFDO�DVVLVWDQFH�ELQGLQJ�²�MXVWLFLDEOH�DQG
VXEMHFW�WR�FRPSODLQW�UHWDOLDWLRQ���2QH�VROXWLRQ�PLJKW�EH�WR�HVWDEOLVK�D�IXQG�IURP�ZKLFK
GHYHORSLQJ�FRXQWULHV�FRXOG�GUDZ�DJUHHG�DPRXQWV�E\�ULJKW��7KH�7UDGH�DQG
'HYHORSPHQW�&RPPLWWHH�RI�WKH�:72�PD\�EH�DXWKRUL]HG�WR�PDQDJH�WKH�IXQG�

7KH�QH[W�TXHVWLRQ�LV�ZKDW�NLQG�RI�PHFKDQLVP�VKRXOG�EH�SXW�LQ�SODFH�LQ�RUGHU�WR�HQVXUH
HIIHFWLYH�XVH�RI�UHVRXUFHV��7KH�FXUUHQW�PRGHO��WKH�,QWHJUDWHG�)UDPHZRUN���PD\�IRUP�D
VXLWDEOH�EDVLV��DOWKRXJK��LQ�WUXWK��LW�KDV�VHYHUDO�VKRUWFRPLQJV��,W�LQYROYHV�VL[�LQWHUQDWLRQDO
DJHQFLHV�²�:72��,0)��:RUOG�%DQN��7KH�,QWHUQDWLRQDO�7UDGH�&HQWUH��,7&���81&7$'�DQG
81'3��7KH�SURFHVV�EHJLQV�ZLWK�WKH�LGHQWLILFDWLRQ�RI�QHHGV�E\�HDFK�FRXQWU\��IROORZHG�E\
D�MRLQW�UHVSRQVH�WR�WKRVH�QHHGV�E\�SDUWLFLSDWLQJ�DJHQFLHV��(DFK�FRXQWU\�GHYHORSV�DQ
LQWHJUDWHG�DVVLVWDQFH�SODQ��7KH�,QWHJUDWHG�)UDPHZRUN�VHHPV�D�VRXQG�DSSURDFK�DV�LW�LV
GHPDQG�GULYHQ�DQG�DYRLGV�RYHUODSSLQJ�DPRQJ�LQWHUQDWLRQDO�RUJDQL]DWLRQV��+RZHYHU�
LWV�HIIHFWLYHQHVV�GHSHQGV�RQ�WKH�IROORZ�XS�DQG�FR�RUGLQDWLRQ�DPRQJ�WKH�SDUWLFLSDWLQJ
LQWHUQDWLRQDO�DJHQFLHV��WKH�TXDOLW\�RI�WKH�QHHGV�DVVHVVPHQWV�DW�WKH�VWDUW��DQG�WKH

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

���7KLV�ZDV�GHYHORSHG�LQ������DV�SDUW�RI�WKH�+LJK�/HYHO�0HHWLQJ�RQ�,QWHJUDWHG�,QLWLDWLYHV�IRU�WKH�/HDVW�'HYHORSHG
&RXQWULHV·�7UDGH�DQG�'HYHORSPHQW��IRU�PRUH�GHWDLO�VHH�ZZZ�LGFV�RUJ��
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UHVRXUFHV�ZKLFK�DUH�DYDLODEOH�WR�PHHW�WKHVH�QHHGV��,Q�IDFW��DOO�WKHVH�DVSHFWV�DUH
FDXVHV�IRU�FRQFHUQ��HVSHFLDOO\�WKH�ODVW��JLYHQ�WKDW�QR�QHZ�UHVRXUFHV�ZHUH�HDUPDUNHG
IRU�WKH�SURJUDPPH�

7KH�(XURSHDQ�&RPPLVVLRQ�KDV�VXJJHVWHG�WKDW��ZKHQ�DQ�DJUHHPHQW�LV�EHLQJ�FRQFOXGHG
LQ�WKH�:72��LW�LV�DFFRPSDQLHG�E\�D�IUDPHZRUN�WR�VXSSRUW�LWV�LPSOHPHQWDWLRQ�LQ�OLJKW�RI
FRXQWU\�VSHFLILF�UHTXLUHPHQWV��7KLV�ZRXOG�UHTXLUH�WKH�GHILQLWLRQ�RI�VWHSV�IRU
LPSOHPHQWDWLRQ�SOXV�HDFK�GHYHORSLQJ�FRXQWU\�PHPEHU·V�LGHQWLILFDWLRQ�RI�LWV�RZQ
VSHFLILF�UHTXLUHPHQWV��7KH�&RPPLVVLRQ�DUJXHV�WKDW�DV�WHFKQLFDO�DVVLVWDQFH�QHHGV�DUH
VR�FRXQWU\�VSHFLILF��GHSHQGLQJ��IRU�H[DPSOH��RQ�WKH�OHYHO�RI�GHYHORSPHQW��H[LVWLQJ
UHJXODWLRQV�DQG�WKH�WUDGH�UHJLPH�RI�WKH�FRXQWU\��WHFKQLFDO�DVVLVWDQFH�UHTXLUHPHQWV
ZRXOG�QRW�EH�ODLG�GRZQ�LQ�WKH�DJUHHPHQW�LWVHOI��EXW�ZRXOG�VRPHKRZ�EH�¶LGHQWLILHG�LQ
UHODWLRQ�WR�WKH�DJUHHPHQW·��:H�DJUHH�WKDW�GHYHORSLQJ�FRXQWULHV�FOHDUO\�VKRXOG�QRW�VLJQ
DQ\�DJUHHPHQW�XQWLO�WKHLU�UHTXLUHPHQWV�IRU�LPSOHPHQWLQJ�WKH�DJUHHPHQW�DUH�NQRZQ��%XW
ZH�ZRXOG�DOVR�DUJXH�WKDW�LI�WKH\�QHHG�DVVLVWDQFH�WR�PDNH�LPSOHPHQWDWLRQ�SRVVLEOH�RU
GHVLUDEOH��QHLWKHU�GR�WKH\�VLJQ�XQWLO�WKHVH�QHHGV�DUH�UHFRJQL]HG��DQG�WKH�UHVRXUFHV�WR
PHHW�WKHP�KDYH�EHHQ�LGHQWLILHG�DQG�JXDUDQWHHG�E\�GHYHORSHG�FRXQWU\�PHPEHUV�
*LYHQ�WKDW�PDQ\�GHYHORSLQJ�FRXQWULHV�ODFN�KXPDQ�UHVRXUFHV�DQG�KDYH�OLWWOH
H[SHULHQFH�LQ�LQWHUQDWLRQDO�QHJRWLDWLRQV�RU�LQ�DGPLQLVWHULQJ�SROLF\�LQ�WKH�QHZ�DUHDV�RI
WKH�:72��WKH\�ZLOO�QHHG�DVVLVWDQFH�LQ�LGHQWLI\LQJ�WKHLU�QHHGV��7KLV�DVVLVWDQFH�PLJKW
LQFOXGH�LQGHSHQGHQW�VSHFLDOLVW�KHOS�GXULQJ�QHJRWLDWLRQV��EXW�VKRXOG�DOVR�H[WHQG�WR
VWUHQJWKHQLQJ�GHYHORSLQJ�FRXQWULHV
�FDSDFLW\�WR�DQDO\]H�WKHLU�LQWHUHVWV�LQ�SURSRVHG
LQWHUQDWLRQDO�WUDGH�UXOHV�

2YHUDOO��WKH�PHVVDJH�KHUH�LV�FOHDU��$V�RWKHU�QHJRWLDWHG�FRPPLWPHQWV�DUH�ELQGLQJ�
WHFKQLFDO�DVVLVWDQFH�FRPPLWPHQWV�VKRXOG�EH�ELQGLQJ�WRR�

�����*HQXLQHO\�SKDVLQJ�RXW�WKH�0)$

7KH�8UXJXD\�5RXQG�DJUHHG�WR�SKDVH�RXW�WKH�TXDQWLWDWLYH�UHVWULFWLRQV�RQ�WH[WLOH�DQG
FORWKLQJ�WUDGH�E\�WKH�HQG�RI�������7KH�OLEHUDOL]DWLRQ�ZDV�KXJHO\�HQG�ORDGHG��ZLWK�WKH
UHVXOW�WKDW�WKHUH�LV�GXH�WR�EH�D�KXJH�ERQILUH�RI�FRQWUROV�RQ����'HFHPEHU�������*LYHQ
GHYHORSHG�FRXQWULHV·�SRRU�UHFRUG�LQ�OLEHUDOL]LQJ�WKLV�VHFWRU�LQ�WKH�SDVW��DQG�JLYHQ
&KLQD·V�OLNHO\�DFFHVVLRQ�WR�:72�E\�WKHQ��RQH�FDQ�OHJLWLPDWHO\�GRXEW�ZKHWKHU�WKH
ERQILUH�ZLOO�FDWFK�DOLJKW�DW�DOO��2QH�HYHQ�KHDUV�UXPRXUV�RI�SODQV�IRU�PDVV�DQWL�GXPSLQJ
RU�VDIHJXDUGV�DFWLRQV�LQ�������VR�WKDW�HYHQ�LI�WH[WLOHV�DQG�FORWKLQJ�WUDGH�LV�UHWXUQHG�WR
*$77�GLVFLSOLQH�WKHUH�LV�OLWWOH�HIIHFWLYH�OLEHUDOL]DWLRQ��7KLV�ZRXOG�EH�D�PDVVLYH��DQG�ZKROO\
XQDFFHSWDEOH��EUHDFK�RI�IDLWK�

,GHDOO\�WKH�GHYHORSHG�FRXQWULHV�VKRXOG�SUH�HPSW�VXFK�ZRUULHV�E\�PDNLQJ�SXEOLF
FRPPLWPHQWV�WKDW�WKLV�ZLOO�QRW�KDSSHQ�²�SHUKDSV�DJUHHLQJ�WR�OLPLW�VDIHJXDUGV�LQ
FORWKLQJ�WR��VD\��D�PD[LPXP�RI�ILYH�WDULII�KHDGLQJV��%XW�LQ�WKH�PHDQWLPH��GHYHORSLQJ
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FRXQWULHV�QHHG�WR�PDNH�SODLQ�WKDW�WKHUH�ZLOO�EH�QR�VHWWOHPHQW�WR�WKH�QH[W�5RXQG�LI�WKH
WH[WLOHV�DQG�FORWKLQJ�DJUHHPHQW�IURP�WKH�ODVW�LV�QRW�LPSOHPHQWHG�LQ�JRRG�IDLWK��7KH
LQWHQWLRQ��IORDWHG�LQ�6HDWWOH��RI�D�WKUHH�\HDU�5RXQG�ZDV�QHYHU�YHU\�SODXVLEOH��EXW
GHYHORSLQJ�FRXQWULHV�KDYH�D�FOHDU�LQWHUHVW�LQ�SRVWSRQLQJ�LWV�FRQFOXVLRQ�ZHOO�LQWR������
ZKHQ�WKH�0)$�TXRWDV�KDYH�DOO�EHHQ�RII�IRU�VRPH�WLPH�

�����$YRLGLQJ�ODERXU�DQG�HQYLURQPHQWDO�VWDQGDUGV

7KH�IHDU�WKDW�ODERXU�DQG�HQYLURQPHQWDO�FODXVHV�LQ�WKH�:72�ZRUOG�IRVWHU
SURWHFWLRQLVP�LV�ZHOO�JURXQGHG��WKLQN�KRZ�DQWL�GXPSLQJ�KDV�EHHQ�DEXVHG��0RUHRYHU��LI
WKH�:72�OHJLWLPL]HG�WUDGH�VDQFWLRQV�IRU�VRFLDO�RU�HQYLURQPHQWDO�UHDVRQV��WKH�:72
$SSHOODWH�%RG\�FRXOG�EHFRPH��GH�IDFWR��WKH�ILQDO�DUELWHU�RI�VXFK�VWDQGDUGV��7KLV�VHHPV
ERWK�XQGHVLUDEOH�SHU�VH�DQG�SRWHQWLDOO\�VR�GLYLVLYH�WKDW�:72·V�WUDGLWLRQDO�UROH�LQ�IRVWHULQJ
WUDGH�FRXOG�EH�XQGHUPLQHG��'HYHORSLQJ�FRXQWULHV�DUH�ULJKW�WR�UHVLVW�WKHVH�DGGLWLRQV�WR
WKH�:72�FRPSHWHQFH�DEVROXWHO\�IRU�ODERXU�VWDQGDUGV�DQG�QHDUO\�DEVROXWHO\�IRU�WKH
HQYLURQPHQW���,I�WKH\�KDYH�WR�JLYH�JURXQG�RQ�WKH�ODWWHU��LW�VKRXOG�RQO\�EH�WR�FRQVLGHU
PXOWLODWHUDO�VDQFWLRQV�IRU�EUHDFKHV�RI�PXOWLODWHUDO�HQYLURQPHQWDO�DJUHHPHQWV�ZKHUH�WKH
EUHDFKHV�KDYH�EHHQ�LGHQWLILHG�E\�D�ODUJH�PDMRULW\�RI�WKH�FRXQWULHV�LQ�WKH�ZRUOG�

2QH�RI�WKH�UHDVRQV�IRU�WKH�6HDWWOH�FROODSVH�ZDV�%LOO�&OLQWRQ·V�FDOO�IRU�ODERXU�VWDQGDUGV
ZLWK�WUDGH�VDQFWLRQV�WR�EH�LQVHUWHG�LQWR�WKH�:72��6HDWWOH�IDLOHG�DQG�HYHU\ERG\�ZHQW
KRPH��%XW�WKH�LVVXH�RI�ODERXU�VWDQGDUGV�ZLOO�QRW�JR�DZD\��5DWKHU�WKDQ�MXVW�EHLQJ
REVWUXFWLYH��LW�PD\�EH�PRUH�FRQVWUXFWLYH�IRU�GHYHORSLQJ�FRXQWULHV�DQG�VXSSRUWLYH
LQWHUQDWLRQDO�RUJDQL]DWLRQV�VXFK�DV�81&7$'�DQG�WKH�:RUOG�%DQN�WR�LQYLWH�WKHLU
GHYHORSHG�FRXQWU\�SDUWQHUV�WR�GLVFXVV�WKH�LVVXH�LQ�WKH�,QWHUQDWLRQDO�/DERXU�2UJDQL]DWLRQ
�,/2���7KLV�LV�D�IDU�PRUH�DSSURSULDWH�IRUXP�IRU�D�ODERXU�GHEDWH��7KH�,/2
V�ODFN�RI�WHHWK
KDV�PDGH�LW�OHVV�DWWUDFWLYH�WKDQ�WKH�:72�WR�GHYHORSHG�FRXQWULHV��EXW�WKH�DJHQGD�FRXOG
LQFOXGH�GLVFXVVLRQV�RQ�HQIRUFHPHQW�DQG�WHHWK��0RUHRYHU��WKH�,/2
V�WUDGLWLRQDO
PHFKDQLVP�RI�QDPLQJ�DQG�VKDPLQJ�WUDQVJUHVVRUV�KDV�LQFUHDVHG�JUHDWO\�LQ
HIIHFWLYHQHVV�ZLWK�WKH�DGYHQW�RI�WKH�LQWHUQHW�DQG�WKH�LQFUHDVHG�LQIOXHQFH�DQG
RUJDQL]DWLRQDO�DELOLW\�RI�WKH�1*2V�

�����'URSSLQJ�LQYHVWPHQW�DQG�FRPSHWLWLRQ�SROLF\

7KHUH�LV�QR�VWRPDFK�IRU�DQ�LQYHVWPHQW�QHJRWLDWLRQ�VR�VRRQ�DIWHU�WKH�GHPLVH�RI�WKH
2(&'·V�0XOWLODWHUDO�$JUHHPHQW�RQ�,QYHVWPHQW��0$,���7KH�FDXVHV�WKDW�OHG�WR�WKH
DEDQGRQPHQW�RI�WKH�0$,�²�WKH�GLIIHUHQFHV�EHWZHHQ��DQG�ODFN�RI�FRPPLWPHQW�RI��WKH
GHYHORSHG�FRXQWULHV�²�KDYH�QRW�GLVDSSHDUHG��0RUHRYHU��WKH�OLEHUDOL]DWLRQ�RI�FDSLWDO
IORZV�LQ�JHQHUDO��DQG�IRUHLJQ�GLUHFW�LQYHVWPHQW��)',��LQ�SDUWLFXODU��KDV�EHHQ�JRLQJ�RQ�LQ
PDQ\�GHYHORSLQJ�FRXQWULHV�UHJDUGOHVV�RI�WKH�2(&'�PDFKLQDWLRQV��6LQFH�WKH�0$,
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HVVHQWLDOO\�DLPHG�WR�PDQGDWH�WKH�IDLU�DQG�OLEHUDO�WUHDWPHQW�RI�LQZDUG�LQYHVWPHQW�
GHYHORSLQJ�FRXQWULHV�FDQ�DFKLHYH�PRVW�RI�ZKDW�LW�SURPLVHG�RQ�)',�XQLODWHUDOO\��7KH
LQYHVWPHQW�QHJRWLDWLRQ�VKRXOG�EH�GURSSHG�IRU�QRZ�

2Q�FRPSHWLWLRQ�SROLF\��WKH�FKDQFHV�RI�D�VXFFHVVIXO�QHJRWLDWLRQ�ORRN�QR�EHWWHU��EXW�KHUH
GHYHORSLQJ�FRXQWULHV�FRXOG�XVHIXOO\�VHHN�PHDQV�WR�PDQDJH�LQWHUQDWLRQDO�FROOXVLRQ�DQG
WR�FRQWURO�DQWL�GXPSLQJ�DFWLRQV��ZKLFK�DUH��RVWHQVLEO\��DERXW�SUHGDWRU\�FRPSHWLWLRQ�
2Q�FROOXVLRQ��WKH\�PLJKW�H[WUDFW�DJUHHPHQW�WKDW�ILUPV·��GHYHORSHG��KRPH�JRYHUQPHQWV
ZRXOG�DFW�DJDLQVW�H[SRUW�PDUNHW�SRZHU��D�VRUW�RI�SRVLWLYH�FRPLW\���2Q�DQWL�GXPSLQJ��WKH
QHHG�LV�IRU�VXEVWDQWLYH�UHIRUP�QRW�JUHDWHU�SURFHGXUDO�FRPSOH[LW\�DQG�LW�PXVW�FXUE�QRW
RQO\�GHYHORSHG�EXW�DOVR�GHYHORSLQJ�FRXQWULHV·�DFWLYLWLHV��:KDW�GHYHORSLQJ�FRXQWULHV�GR
QRW�QHHG�LV�DQ�REOLJDWLRQ�WR�FUHDWH�FRPSOH[�FRPSHWLWLRQ�DXWKRULWLHV��WKH\�ZLOO�W\SLFDOO\
KDYH�WKH�UHVRXUFHV�QHLWKHU�WR�FUHDWH�QRU�WR�UXQ�WKHP��0RUHRYHU��LI�VXFK�RUJDQL]DWLRQV
DUH�WR�KDYH�OHJLWLPDF\�DQG�RSHUDWH�HIIHFWLYHO\�WKH\�PXVW�HPHUJH�IURP�GRPHVWLF
FRQFHUQV�DERXW�GRPHVWLF�FRQVXPHUV��QRW�IURP�LQWHUQDWLRQDO�FRQFHUQV�DERXW�PDUNHW
DFFHVV�

1RW�RQO\�DUH�LQYHVWPHQW�DQG�FRPSHWLWLRQ�SROLF\�OLNHO\�WR�\LHOG�OLWWOH�FRQFUHWH�SURJUHVV�LQ
WKH�QH[W�IHZ�\HDUV��EXW�WKH\�FRXOG�GHUDLO�D�5RXQG��7KH\�ZLOO�FHUWDLQO\�EH�FRQWHQWLRXV
DQG�WKH\�ZLOO�GLYHUW�SROLWLFDO�DQG�EXUHDXFUDWLF�DWWHQWLRQ�IURP�WKH�PRUH�VWUDLJKWIRUZDUG
DQG�UHZDUGLQJ�EXVLQHVV�RI�WUDGH�OLEHUDOL]DWLRQ��&RPSUHKHQVLYH�URXQGV�DUH�GHVLUDEOH�LQ
WKDW�WKH\�LQFUHDVH�WKH�RSSRUWXQLWLHV�IRU�WUDGH�RIIV��EXW�LQ�WKH�DIWHUPDWK�RI�6HDWWOH�LW
VHHPV�EHWWHU�WR�NHHS�WKH�DJHQGD�ZLWKLQ�IDLUO\�WLJKW�ERXQGV�LQ�RUGHU�QRW�WR�RYHUEXUGHQ
GHYHORSLQJ�FRXQWU\�DGPLQLVWUDWLRQV�ZLWK�WKUHDWHQLQJ�DQG�FRPSOH[�LVVXHV�

�����7KH�JRYHUQDQFH�RI�WKH�:72

7KH�GLVRUJDQL]DWLRQ�DW�6HDWWOH�ZDV�QRW�RQO\�HPEDUUDVVLQJ�DQG�LQVXOWLQJ�WR
GHYHORSLQJ�FRXQWU\�GHOHJDWLRQV��LW�ZDV�DOVR�G\VIXQFWLRQDO��%\�H[FOXGLQJ�PRVW�RI�WKHP
IURP�HYHU\�QHJRWLDWLQJ�VHVVLRQ���RSSRVLWLRQ�WR�DQ\�GHDO�ZDV�YLUWXDOO\�DVVXUHG��1R
SURYLVLRQ�ZDV�PDGH�HYHQ�IRU�HIIHFWLYH�LQIRUPDO�FRPPXQLFDWLRQ��0RUHRYHU��LQ�WKH�3UH�
&RQIHUHQFH�GLVFXVVLRQV�LQ�*HQHYD�GHYHORSLQJ�FRXQWULHV�DOVR�ZHUH�VXEVWDQWLDOO\
LJQRUHG��2Q�RQH�RFFDVLRQ�WKHLU�FRQWULEXWLRQV�WR�D�OLVW�RI�SRVVLEOH�WRSLFV�IRU�GLVFXVVLRQ
ZDV��FRQWUDU\�WR�DOO�SUHYLRXV�SUDFWLFH�DQG�GLSORPDWLF�QLFHW\��H[FLVHG�E\�WKH�6HFUHWDULDW�
DOOHJHGO\�DW�WKH�EHKHVW�RI�WKH�86$�

,W�LV�FOHDU�WKDW�PHDQV�KDYH�WR�EH�IRXQG�RI�LQYROYLQJ�GHYHORSLQJ�FRXQWULHV�PRUH
HIIHFWLYHO\�LQ�WKH�:72�ZLWKRXW�DOORZLQJ�SUHVVXUH�RI�QXPEHUV�WR�DOORZ�WKH�RUJDQL]DWLRQ�WR
GHJHQHUDWH�LQWR�D�PHUH�WDONLQJ�VKRS��7KLV�FOHDUO\�LQYROYHV�VWUHQJWKHQLQJ�GHYHORSLQJ
FRXQWU\�FDSDFLW\�WR�GHDO�ZLWK�:72�LVVXHV�²�PDLQO\��ZH�VXJJHVW��LQ�QDWLRQDO�FDSLWDO�
������������������������������ ��������������������
���1HJRWLDWLQJ�VHVVLRQV�ZHUH�UHVWULFWHG�WR�WKLUW\�SDUWLFLSDQWV�²�FKRVHQ�IURP�DPRQJ�WKH�ODUJHVW�WUDGHUV�LQ�HDFK�VHFWRU�
7KXV�VRPH�FRXQWULHV�DWWHQGHG�DOO�VHVVLRQV��PRVW�DWWHQGHG�QRQH�
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ZKHUH�H[SHUWV�FDQ�UHYLHZ�WUDGH�LVVXHV�LQ�JHQHUDO��UDWKHU�WKDQ�LQ�*HQHYD��,Q�WKH�:72
LWVHOI�D�PRUH�VWUHDPOLQHG�JRYHUQDQFH�ZRXOG�EH�GHVLUDEOH��7KLV�FRXOG�EH�EDVHG�RQ�D
VPDOOHU�ERG\�ZLWK�PXOWL�FRXQWU\�FRQVWLWXHQFLHV��DV�LQ�WKH�:RUOG�%DQN�DQG�,0)�([HFXWLYH
%RDUGV��RU�UHYROYLQJ�PHPEHUVKLS��DV�LQ�WKH�86�)HGHUDO�5HVHUYH�%RDUG
V�0RQHWDU\�3ROLF\
&RPPLWWHH���+RZHYHU��JLYHQ�WKH�KLJK�YDOXH�WKDW�JRYHUQPHQWV�SODFH�RQ�VRYHUHLJQW\�DQG
JLYHQ�WKH�GRPHVWLF�VHQVLWLYLW\�RI�WUDGH�LVVXHV��LW�LV�SODLQ�WKDW�VXFK�VPDOOHU�ERGLHV�FRXOG
KDYH�RQO\�H[SORUDWRU\�DQG�SUHOLPLQDU\�UROHV��*RYHUQPHQWV�ZLOO�DFFHSW�RQO\�WUDGH
DJUHHPHQWV�WKDW�WKH\�KDYH�VLJQHG�WKHPVHOYHV��DQG��LQ�PDQ\�FDVHV��KDYH�EHHQ
DSSURYHG�E\�WKHLU�OHJLVODWXUHV��

7KH�:72�6HFUHWDULDW�PLJKW�SOD\�D�PRUH�DFWLYH�UROH�WKDQ�SUHYLRXVO\��EXW�LW�PXVW�XOWLPDWHO\
EH�VHHQ�WR�UHPDLQ�QHXWUDO�LQ�QHJRWLDWLRQV��0RUHRYHU��LW�LV�GHYHORSLQJ�FRXQWU\
GHOHJDWLRQV�DV�PXFK�DV�GHYHORSHG�FRXQWU\�RQHV�WKDW�KDYH�NHSW�WKH�6HFUHWDULDW�VR
FORVHO\�XQGHU�WKH�FRQWURO�RI�PHPEHUV�LQ�WKH�SDVW��7KXV��WKHUH�ZLOO�QHHG�WR�EH�ERWK�D
EURDG�DJUHHPHQW�EHWZHHQ�PHPEHUV�DQG�D�PXFK�JUHDWHU�VHQVH�RI�WROHUDQFH�DQG�WUXVW
LQ�*HQHYD�EHIRUH�WKH�6HFUHWDULDW�FDQ�VWDUW�WR�H[SORUH�DQG�GHYHORS�LQLWLDWLYHV
LQGHSHQGHQWO\�DV�D�PHDQV�WR�UHVROYLQJ�VRPH�RI�WKH�FRQIOLFWV�WKDW�D�URXQG�ZLOO�WKURZ�XS�

*RYHUQDQFH�FOHDUO\�UHTXLUHV�D�JUHDW�GHDO�RI�FDUHIXO�WKRXJKW�DQG�DQDO\VLV�RYHU�WKH�QH[W
IHZ�PRQWKV��:H�FDQQRW�UHVROYH�WKH�SUREOHPV�KHUH��EXW�FRQFOXGH�ZLWK�WZR�REVHUYDWLRQV�
)LUVW��WKH�DQVZHU�SUREDEO\�OLHV�LQ�FUHDWLQJ�JUHDWHU�FDSDFLW\�IRU�WHFKQLFDO�DQG�QRQ�
QHJRWLDWLQJ�GLVFXVVLRQV�WR�PDS�RXW�DOWHUQDWLYHV�DQG�SUREH�WKH�ERXQGDULHV�RI�IHDVLELOLW\�
6WUDLJKW�GHFLVLRQ�WDNLQJ�VHHPV�OLNHO\�WR�UHPDLQ�EDVHG�RQ�FRQVHQVXV�DPRQJ�DOO
PHPEHUV��6HFRQG��ZKLOH�WKHUH�LV�SODLQO\�D�FDVH�IRU�ZLGH�GHEDWH�RQ�PDQ\�LVVXHV�DQG�IRU
KHDULQJ�WKH�YLHZV�RI�PDQ\�SDUWLHV��WKHUH�VHHPV�OLWWOH�YLUWXH�LQ�DOORZLQJ�QRQ�
JRYHUQPHQWDO�DFWRUV�LQWR�GHFLVLRQ�PDNLQJ�RU�DGMXGLFDWLRQ��QRU��LQGHHG��HYHQ�RI
DOORZLQJ�WKHP�WR�REVHUYH�WKH�&RXQFLO�RU�,QWHUJRYHUQPHQWDO�QHJRWLDWLQJ�VHVVLRQV��7R�EH
VXUH�SXEOLFV�REVHUYH�WKHLU�SDUOLDPHQWV�DW�ZRUN�ILUVW�KDQG��EXW�WKH\�QHYHU�REVHUYH�WKHLU
H[HFXWLYHV�



�������������������3XWWLQJ�¶+XPSW\·�7RJHWKHU�$JDLQ��,QFOXGLQJ�'HYHORSLQJ�&RXQWULHV�LQ�D�&RQVHQVXV�IRU�WKH�:72

�����&RQFOXVLRQV

(YHQ�EHIRUH�6HDWWOH�LW�ZDV�JRLQJ�WR�EH�D�FKDOOHQJH�WR�HQWKXVH�WKH�GHYHORSLQJ
FRXQWULHV�VXIILFLHQWO\�WR�DFKLHYH�D�VXFFHVVIXO�URXQG�RI�WUDGH�WDONV��7KH�:72�ZRUNV
HVVHQWLDOO\�E\�FRQVHQVXV�DQG�VR��ZKLOH�KXJH�SUHVVXUH�FDQ�EH�EURXJKW�WR�EHDU�RQ�VPDOO
DQG�LVRODWHG�KROGRXWV�RQ�SDUWLFXODU�LVVXHV��LW�LV�QR�ORQJHU�SRVVLEOH�WR�SURFHHG�LQ�WKH�IDFH
RI�FRQFHUWHG�DQWLSDWK\�E\�WKH�GHYHORSLQJ�FRXQWULHV��,Q�VHHNLQJ�WR�EXLOG�VXFK�D
FRQVHQVXV��&ODUH�6KRUW��8.�6HFUHWDU\�RI�6WDWH�IRU�,QWHUQDWLRQDO�'HYHORSPHQW��DQG
0LFKDHO�0RRUH��WKH�'LUHFWRU�*HQHUDO�RI�WKH�:72�FKULVWHQHG�WKH�SURVSHFWLYH�URXQG�WKH
¶'HYHORSPHQW�5RXQG·��1RW�RQO\�LV�GHYHORSPHQW�WKH�PRVW�SUHVVLQJ�RI�KXPDQLW\·V
SUREOHPV�DQG�RSHQ�WUDGH�SDUW�RI�WKH�DQVZHU��EXW�WKLV�UKHWRULF�DOVR�UHFRJQL]HG�WKH�QHHG
IRU�D�GLUHFW�SD\�RII�IRU�GHYHORSLQJ�FRXQWULHV�LI�WKH\�ZHUH�WR�PDLQWDLQ�IDLWK�LQ�WKH�V\VWHP�
,I�WKH\�ORVW�IDLWK�DQG�ZLWKGUHZ�LQWR�SURWHFWLRQLVP�DJDLQ�LW�ZRXOG�EH�D�EORZ�QRW�RQO\�WR
WKH�ZRUOG�WUDGLQJ�V\VWHP��EXW�DOVR�WR�WKHLU�RZQ�GHYHORSPHQW�SURVSHFWV��6KRUW���������

,Q�WKLV�SDSHU�ZH�GLVFXVV�KRZ�WR�LQFRUSRUDWH�WKH�GHYHORSLQJ�FRXQWULHV�VHFXUHO\�LQWR�WKH
ZRUOG�WUDGLQJ�V\VWHP�DQG�PDNH�WKH�QH[W�URXQG�D�WUXO\�¶'HYHORSPHQW�5RXQG·��%XLOGLQJ
GHYHORSLQJ�FRXQWULHV
�FRQILGHQFH�DQG�EULQJLQJ�WKHP�EDFN�WR�:72�QHJRWLDWLRQV
UHTXLUHV��WR�TXRWH�3DVFDO�/DP\·V����ZRUGV��¶VRPHWKLQJ�RI�VXEVWDQFH�IRU�GHYHORSLQJ
FRXQWULHV·��:H�DUJXH�WKDW�WKH�EHVW�VWUDWHJ\�IRU�GHYHORSLQJ�FRXQWULHV�LV�QRW�WR�UHVLVW�D
5RXQG�DQG�OLEHUDOL]DWLRQ��EXW�WR�HPEUDFH�WKHP��DQG�IRFXV�WKHP�RQ�WKHLU�GHYHORSPHQW
QHHGV��7R�EH�SODXVLEOH�LQ�WKH�FXUUHQW�FLUFXPVWDQFHV�WKDW�ZLOO�QHHG�UHDO�FRQFHVVLRQV�DQG
FRQWULEXWLRQV�IURP�WKH�GHYHORSHG�ZRUOG��'HYHORSLQJ�FRXQWULHV�VKRXOG�DSSURDFK�:72
QHJRWLDWLRQV�ZLWK�D�ILUP�YLHZ�RI�WKHLU�GHYHORSPHQW�SULRULWLHV��DQG�VHHN�WR�HQVXUH�WKDW
:72�REOLJDWLRQV�ZLOO�DVVLVW�LQ�WKH�UHDOL]DWLRQ�RI�GHYHORSPHQW�REMHFWLYHV��:H�SURYLGH�D
VKRSSLQJ�OLVW�IRU�GHYHORSLQJ�DQG�GHYHORSHG�FRXQWULHV��LQFOXGLQJ�VLJQLILFDQW
OLEHUDOL]DWLRQ�IRU�ERWK�SOXV�VRPH�LQVWLWXWLRQDO�UXOHV�EDVHG�VXJJHVWLRQV��:H�UHFRJQL]H�WKDW
HDFK�VLGH�QHHGV�WR�¶EX\·�WKH�FRQFHVVLRQV�LW�VHHNV�IURP�WKH�RWKHU�E\�PDNLQJ�WKHLU�RZQ�

:H�DOVR�JLYH�D�ZDUQLQJ�WR�WKH�PDMRU�GHYHORSHG�FRXQWULHV�RI�ZKDW�WKH\�KDYH�WR�FRQVLGHU
LI�WKH\�DUH�VHULRXV�DERXW�UHSDLULQJ�WKH�IUDFWXUHV�LQVLGH�WKH�:72��:H�HPSKDVL]H�D�UHDOLVWLF
UHFRJQLWLRQ�WKDW�GHYHORSLQJ�WKH�LQVWLWXWLRQV�WR�ORFN�LQ�WKH�DGYDQWDJHV�RI�PDUNHWV�WDNHV
WLPH�DQG�UHVRXUFHV��DQG�D�VHQVLWLYLW\�WR�WKH�HQYLURQPHQW�LQ�ZKLFK�WKRVH�LQVWLWXWLRQV�KDYH
WR�EH�GHYHORSHG�DQG�RSHUDWH��¶5HFRJQLWLRQ·�FDOOV�IRU�UHVRXUFHV�DQG�DVVLVWDQFH�IURP
GHYHORSHG�FRXQWULHV��ZKLOH�¶VHQVLWLYLW\·�UHTXLUHV�PRUH�IOH[LELOLW\�LQ�WKH�UXOHV�SDUWV�RI�WKH
:72�DJUHHPHQWV�WKDQ�ZDV�VKRZQ�SUHYLRXVO\��,Q�DGGLWLRQ��JLYHQ�WKH�UHFHQW�KLVWRU\��ZH
VKDOO�DOVR�QHHG�VRPH�PHDVXUHV�WR�UH�DVVXUH�GHYHORSLQJ�FRXQWU\�PHPEHUV�RI�WKH�:72
WKDW�WKH\�KDYH�D�VLJQLILFDQW�UROH�WR�SOD\�DQG�VLJQLILFDQW�EHQHILWV�WR�UHDS�

������������������������������ ��������������������
����3DVFDO�/DP\��7UDGH�&RPPLVVLRQHU�RI�WKH�(XURSHDQ�&RPPLVVLRQ��)LQDQFLDO�7LPHV�����-DQXDU\������
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:H�UHFRPPHQG�

• $�EURDG�EDVHG�OLEHUDOL]DWLRQ�RI�WUDGH�LQ�DJULFXOWXUH��PDQXIDFWXULQJ�DQG�VHUYLFHV�

• *LYLQJ�FUHGLW�IRU�GHYHORSLQJ�FRXQWULHV·�SDVW�XQLODWHUDO�OLEHUDOL]DWLRQ�

• 5H�LQYHQWLQJ�VSHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW�WR�UHFRJQL]H�GHYHORSLQJ�FRXQWULHV·
QHHGV�IRU�FKHDS�DQG�HIIHFWLYH�LQVWLWXWLRQDO�URXWHV�WR�LPSOHPHQWLQJ�OLEHUDOL]DWLRQ��ROG
VW\OHV�RI�VSHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW�ZKLFK�OHW�WKH�GHYHORSLQJ�FRXQWULHV�RII
PDQ\�*$77�REOLJDWLRQV�DQG�RIIHUHG�H[WHQGHG�DGMXVWPHQW�SHULRGV�DW�UDQGRP�VKRXOG
EH�MXQNHG�

• /HJDOO\�ELQGLQJ�SURPLVHV�RI�WHFKQLFDO�DVVLVWDQFH�

• $�ILUP�FRPPLWPHQW�WR�OLEHUDOL]H�WH[WLOHV�DQG�FORWKLQJ�WUDGH�E\������

• .HHSLQJ�ODERXU�DQG�HQYLURQPHQWDO�VWDQGDUGV�RII�WKH�DJHQGD�

• 'URSSLQJ�LQYHVWPHQW�DQG�FRPSHWLWLRQ�SROLF\�RII�WKH�DJHQGD�

• 'UDPDWLFDOO\�LPSURYLQJ�WKH�JRYHUQDQFH�RI�WKH�:72�DQG�WKH�RUJDQL]DWLRQ�RI�LWV
PHHWLQJ�





%LEOLRJUDSKLF�1RWH

7KLV�SDSHU�KDV�GUDZQ�RQ�WKH�ZRUN�RI�PDQ\�FROOHDJXHV��SDUWLFXODUO\�WKH�:RUOG�%DQN
LQWHUQDWLRQDO�WUDGH�UHVHDUFK�ZRUN�DQG�YDULRXV�SDSHUV�FRPPLVVLRQHG�E\�WKH�:RUOG�%DQN�

6HFWLRQ�����LV�EDVHG�RQ�ZRUN�E\�+HUWHO��$QGHUVRQ��)UDQFRLV��+RHNPDQ�DQG�0DUWLQ
��������$QGHUVRQ��(UZLGRGR�DQG�,QJFR���������(OEHKUL�HW�DO���������7KH�GDWD�RQ�ZHOIDUH
JDLQ�RI�DJULFXOWXUDO�OLEHUDOL]DWLRQ�LV�IURP�$QGHUVRQ��(UZLGRGR�DQG�,QJFR���������WKH�UHQW
RI�WDULII�TXRWDV�IURP�(OEHKUL�HW�DO���������6HFWLRQ�����GUDZV�RQ�+HUWHO�DQG�0DUWLQ��������
7KH�JHQHUDO�GLVFXVVLRQ�RI�6HFWLRQ�����LV�EDVHG�RQ�0DWWRR��������DQG�WKH�GLVFXVVLRQ�RI
PRYHPHQW�RI�QDWXUDO�SHUVRQ�GUDZV�RQ�&KDQGD���������7KH�TXDQWLWDWLYH�HVWLPDWHV�LQ
)LJXUH������DQG�HOVHZKHUH��DUH�GHULYHG�IURP�+HUWHO��$QGHUVRQ��)UDQFRLV��+RHNPDQ�DQG
0DUWLQ��������DQG�+HUWHO�DQG�0DUWLQ��������

6HFWLRQ����UH�LQYHQWLQJ�VSHFLDO�DQG�GLIIHUHQWLDO�WUHDWPHQW�EHQHILWV�IURP�:DQJ�DQG
:LQWHUV��������DQG�:KDOOH\���������7KH�GLVFXVVLRQ�RI�UXOHV�FKDQJHV�DJDLQVW�D
GHYHORSPHQW�\DUGVWLFN�DQG�DOORZLQJ�SURFHGXUDO�IOH[LELOLW\�LQ�WKH�:72�GUDZV�RQ�)LQJHU
DQG�+RHNPDQ��������DQG�)LQJHU�DQG�6FKXOHU���������7KH�ODWWHU�DOVR�SURYLGHV�WKH
HVWLPDWHV�RI�WKH�FRVWV�RI�LPSOHPHQWLQJ�WKH�8UXJXD\�5RXQG�DJUHHPHQWV�

7KH�(8�SURSRVDO�RQ�WHFKQLFDO�DVVLVWDQFH�FRPHV�IURP�:72�GRFXPHQW��:72�
:7�*&�:������

7KH�DUJXPHQWV�RQ�ODERXU�DQG�WKH�HQYLURQPHQW�GUDZ�RQ�5ROOR�DQG�:LQWHUV��IRUWKFRPLQJ��

+HQGHUVRQ��������SURYLGHV�DQ�H[FHOOHQW�DQDO\VLV�RI�0$,�DIIDLUV�





5HIHUHQFHV

$QGHUVRQ��.���(UZLGRGR�DQG�0��,QJFR��������¶,QWHJUDWLQJ�$JULFXOWXUH�LQWR�WKH�:72��7KH
1H[W�3KDVH·��7KH�:72�:RUOG�%DQN�&RQIHUHQFH�RQ�'HYHORSLQJ�&RXQWULHV·�LQ�D�0LOOHQQLXP
5RXQG��������6HSWHPEHU�������*HQHYD
ZZZ�ZRUOGEDQN�RUJ�UHVHDUFK�WUDGH�DUFKLYH�KWPO�

&KDQGD��5���������¶0RYHPHQW�RI�1DWXUDO�3HUVRQV�DQG�7UDGH�LQ�6HUYLFHV��/LEHUDOL]LQJ
7HPSRUDU\�0RYHPHQW�RI�/DERXU�XQGHU�WKH�*$76·��SUHVHQWHG�DW�WKH�ZRUNVKRS�VHVVLRQ���
LQ�*OREDO�'HYHORSPHQW�1HWZRUN�&RQIHUHQFH��%ULGJLQJ�.QRZOHGJH�DQG�3ROLF\�
'HFHPEHU�����������%RQQ
ZZZ�JGQHW�RUJ�ERQQ���ZRUNVKRSV�VHVVLRQ���KWP

&URRPH��-���������¶7KH�3UHVHQW�2XWORRN�IRU�7UDGH�1HJRWLDWLRQV�LQ�WKH�:RUOG�7UDGH
2UJDQLVDWLRQ·�:RUOG�%DQN�3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU�1R��������:RUOG�%DQN�
:DVKLQJWRQ��'�&�
ZZZ�ZRUOGEDQN�RUJ�UHVHDUFK�WUDGH�DUFKLYH�KWPO�

(OEHKUL��$���HW�DO���������
$JULFXOWXUDO�/LEHUDOLVDWLRQ�LQ�WKH�1HZ�0LOOHQQLXP
��SDSHU�WR�EH
SUHVHQWHG�DW�WKH�:RUOG�%DQN�FRQIHUHQFH�RQ�$JULFXOWXUH�DQG�WKH�1HZ�7UDGH�$JHQGD
IURP�D�'HYHORSPHQW�3HUVSHFWLYH������2FWREHU�������*HQHYD
ZZZ�ZRUOGEDQN�RUJ�UHVHDUFK�WUDGH�DUFKLYH�KWPO�

)LQJHU��0��DQG�%��+RHNPDQ��������¶'HYHORSLQJ�&RXQWULHV�DQG�D�1HZ�7UDGH�5RXQG�
/HVVRQV�IURP�5HFHQW�5HVHDUFK·��PLPHR��WKH�:RUOG�%DQN��:DVKLQJWRQ��'�&�

)LQJHU��0��DQG�3��6FKXOHU��������¶,PSOHPHQWDWLRQ�RI�8UXJXD\�5RXQG�&RPPLWPHQWV��WKH
'HYHORSPHQW�&KDOOHQJH·��7KH�:72�:RUOG�%DQN�&RQIHUHQFH�RQ�'HYHORSLQJ�&RXQWULHV·�LQ
D�0LOOHQQLXP�5RXQG��������6HSWHPEHU�������*HQHYD
ZZZ�ZRUOGEDQN�RUJ�UHVHDUFK�WUDGH�DUFKLYH�KWPO�

+HQGHUVRQ��'���������7KH�0$,�$IIDLU��D�6WRU\�DQG�LWV�/HVVRQV��7KH�5R\DO�,QVWLWXWH�RI
,QWHUQDWLRQDO�$IIDLUV��,QWHUQDWLRQDO�(FRQRPLFV�3URJUDPPH��/RQGRQ

+HUWHO�7�:��.�$QGHUVRQ��-�)�)UDQFRLV��%�+RHNPDQ�DQG�:�0DUWLQ��������¶$JULFXOWXUDO�DQG
1RQ�DJULFXOWXUDO�/LEHUDOLVDWLRQ�LQ�WKH�0LOOHQQLXP�5RXQG·��SDSHU�SUHVHQWHG�DW�WKH�:RUOG
%DQN�FRQIHUHQFH�RQ�$JULFXOWXUH�DQG�WKH�1HZ�7UDGH�$JHQGD�IURP�D�'HYHORSPHQW
3HUVSHFWLYH������2FWREHU�������*HQHYD
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