
1

##### #3DSHU#WR#EH#SUHVHQWHG#DW#WKH#&RQIHUHQFH#RQ#%,QWHUQDWLRQDO4

7UDGH/#,QGXVWULDO#2UJDQL]DWLRQ/#DQG#$VLD%/#&LW\#8QLYHUVLW\#RI#+RQJ
.RQJ/#+RQJ#.RQJ/#$XJXVW#4<<<1

INDONESIA'S ECONOMIC CRISIS AND ITS EFFECT AND THE LIKELY IMPACT OF
THE IMF-REFORM PACKAGE ON SMALL-SCALE INDUSTRIES1

##########################7XOXV#7DPEXQDQ
7KH#,QVWLWXWH#IRU#(FRQRPLF#6WXGLHV/#5HVHDUFK#)#'HYHORSPHQW#+/36(,/
,QGRQHVLDQ#&KDPEHU#RI#&RPPHUFH#DQG#,QGXVWU\
#

,1#,QWURGXFWLRQ

,Q#WKH#FXUUHQW#HFRQRPLF#UHFHVVLRQ#LQ#,QGRQHVLD#WULJJHUHG#E\

WKH#FXUUHQW#HFRQRPLF2ILQDQFLDO#FULVLV/#JURZWK#SURVSHFWV#ZLOO#UHPDLQ

XQIRXUDEOH#LQ#PRVW#VHF0WRUV#RI#WKH#HFRQRP\/#LQFOXGLQJ#DJULFXOWXUH

DQG#PDQXIDFWXULQJ#IRU#DW#OHDVW#WZR#\HDUV#WR#FRPH1#7KH#DJULFXOWXUDO

VHFWRU#KDV#H[SHULHQFHG#OLWWOH#JURZWK#LQ#4<<;#DQG#QR#D#VLJQLILFDQW

LPSURYHPHQW#LV#H[SHFWHG#LQ#4<<</#ZKLOH#WKH#PDQXIDFWXULQJ#VHFWRU#LQ

4<<<#ZLOO#FRQWLQXH#WR#H[SHULHQFH#D#VLJQLILFDQW#GHFOLQH#LQ#DFWLYLW\/

DV#EHIRUH#LQ#4<<;/#GXH#WR#ORZHU#GRPHVWLF#GHPDQG/#KLJKHU#LQWHUHVW

UDWHV/#DQG#GLIILFXOWLHV#LQ#LPSRUWLQJ#UDZ#PDWHULDOV1#$V#D#UHVXOW#RI

WKH# HFRQRPLF# UHFHVVLRQ/# ,/2# +4<<;,# KDV# FRQGXFWHG# D# VWXG\# ZKLFK

HVWLPDWHG# WKDW# LQ# 4<<;# VRPH# 817# PLOOLRQ# ZRUNHUV# LQ# WKH# IRUPDO

VHFWRU#ZLOO#EH#GLVSODFHG#E\#WKH#FXUUHQW#HFRQRPLF#FULVLV/#PDLQO\

IURP#VHUYLFH#+6:(,/#PDQXIDFWXULQJ#+58(,/#DQG#FRQVWUXFWLRQ#+4<(,

VHFWRUV/# DQG# WKH# UDWH# RI# QHZ# XQHPSOR\HG# SHRSOH# LV# H[SHFWHG# WR

LQFUHDVH#LQ#4<<<1#+RZHYHU/#EHFDXVH#PDQ\#FDQQRW#DIIRUG#WR#UHPDLQ

XQHPSOR\HG#IRU#ORQJ/#DURXQG#KDOI#RI#WKHP#ZLOO#EH#UH0DEVRUEHG#LQ

VPDOO0VFDOH#HFRQRPLF#DFWLYLWLHV#LQ#WKH#LQIRUPDO#VHFWRU/#LQFOXGLQJ

LQ# VPDOO0VFDOH# LQGXVWULHV# +66,V,1# 7KH# HPSOR\PHQW# LPSDFW# RI# WKH

FULVLV#ZLOO#EH#VHYHUH#LQ#FLWLHV#DQG#WRZQV#ZKLFK#DFFRXQW#IRU#PRVW

IRUPDO#VHFWRU#HPSOR\PHQW1#7KH#UHWXUQ#RI#PDQ\#GLVSODFHG#ZRUNHUV#EDFN

WR#WKHLU#KRPH#WRZQV#DQG#YLOODJHV#+UXUDO#DUHDV,#ZLOO#UHYHUVH#WKH
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##### #7KLV#UHIRUP#SURJUDP#FRQWDLQHG#IRXU#PDMRU#HOHPHQWV/#LQFOXGLQJ5

PRQHWDU\#SROLF\/#ILVFDO#SROLF\/#ILQDQFLDO#VHFWRU#UHVWUXFWXULQJ/#DQG
VWUXFWXUDO#UHIRUPV1#,Q#UHWXUQ/#WKH#,0)#UHVFXH#SDFNDJH#SURYLGHG#IRU
D#86'76#ELOOLRQ#VWDQGE\#ORDQ/#LQFOXGLQJ#D#86'43#ELOOLRQ#VWDQGE\
ORDQ# IURP# WKH# ,0)# LWVHOI/# 86'7/8# ELOOLRQ# IURP# WKH# :RUOG# %DQN/
86'6/8#ELOOLRQ#IURP#WKH#$VLDQ#'HYHORSPHQW#%DQN#+$'%,#DQG#DGGLWLRQDO
FRQWLQJHQF\#ORDQV#IURP#ELODWHUDO#VRXUFV/#LQFOXGLQJ#-DSDQ/#WKH#86/
6LQJDSRUH/#0DOD\VLD/#DQG#$XVWUDOLD1

UXUDO0XUEDQ# VKLIW# LQ# HPSOR\PHQW1# ,/2# +4<<;,# KDV# HVWLPDWHG# WKDW

XUEDQ#HPSOR\PHQW#ZLOO#GHFOLQH#IURP#D#SHDN#RI#67(#LQ#4<<:#WR#63(#LQ

4<<;1#

)XUWKHU/#WKH#UHVXOWV#RI#WKH#,/2*V#+4<<;,#VWXG\#VKRZ#WKDW/#GXH

WR#VWDJQDQW#ZDJHV#DQG#LQFRPHV#LQ#QRPLQDO#WHUPV#DQG#WKH#LQFUHDVH#RI

GLVSODFHG#ZRUNHUV/#RQ#RQH#KDQG/#DQG#KLJK#LQIODWLRQ#RQ#WKH#RWKHU/

DURXQG#:8#PLOOLRQ#SHRSOH/#RU#DERXW#6:(#RI#WKH#FRXQWU\*V#SRSXODWLRQ/

ZLOO# IDOO# EHORZ# WKH# SRYHUW\# OLQH# E\# PLG04<<;1# ,I# WKH# HFRQRPLF

FULVLV# FRQWLQRXV/# WKDW# LV# PRUH# ZRUNHUV# ZLOO# EH# GLVSODFHG# DQG

LQIRUPDO#VHFWRU/#LQFOXGLQJ#66,V/#HLWKHU#LQ#XUEDQ#RU#UXUDO#DUHDV#DUH

QRW#DEOH#WR#DEVRUE#DOO#RI#WKHP/#DQG#SULFH#ZLOO#IXUWKHU#LQFUHDVH/

DFFRUGLQJ#WR#WKH#,/2*V#+4<<;,#VWXG\/#LW#ZLOO#SXVK#VRPH#473#PLOOLRQ

SHRSOH/#RU#99(#RI#WKH#SRSXODWLRQ/#EHORZ#WKH#RIILFLDO#SRYHUW\#OLQH/

DW#SRYHUW\#OHYHOV#QRW#VHHQ#VLQFH#WKH#4<93V1

$IWHU#VXFFHVVIXO#QHJRWLDWLRQV#ZLWK#WKH#,0)/#DQ#DJUHHPHQW#ZDV

UHDFKHG#LQ#ODWH#2FWREHU#4<<:/#XQGHU#ZKLFK#WKH#,QGRQHVLDQ#JRYHUQPHQW

DJUHHG#WR#LPSOHPHQW#D#UHIRUP#SURJUDP#UHTXLUHG#WR#TXDOLI\#IRU#WKH

,0)#UHVFXH#SDFNDJH15

1RW#RQO\#WKH#HFRQRPLF#FULVLV#ZLOO#KDYH#HIIHFW/#EXW#DOVR#WKH

LPSOHPHQWDWLRQ# RI# WKH# DJUHHG# ,0)# UHIRUP# SDFNDJH/# DW# OHDVW# VRPH

HOHPHQWV#RI#LW/#LV#OLNHO\#WR#KDYH#D#JUHDW#LPSDFW#RQ#WKH#GHYHORSPHQW

DQG#JURZWK#RI#66,V/#DV#DOVR#RI#RWKHU#GRPHVWLF#HFRQRPLF#DFWLYLWLHV

LQ#WKH#FRXQWU\1

7KH#REMHFWLYHV#RI#WKLV#SDSHU#DUH#WKUHHIROG=

+4,# WR# HYDOXDWH# WKH# HFRQRPLF# FULVLV# DQG# LWV# FRQVHTXHQFHV# RQ

XQHPSOR\PHQW#DQG########SRYHUW\#LQ#,QGRQHVLD>
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+4,#WR#GLVFXVV#WKHRUHWLFDOO\#DQG#WR#H[DPLQH#HPSLULFDOO\#WKH#HIIHFWV

RI# WKH##########FXUUHQW#HFRQRPLF#FULVLV#LQ#,QGRQHVLD#RQ#66,V

GHYHORSPHQW#LQ#WKH#FRXQWU\>#DQG

+5,# WR# DVVHVV# WKHRUHWLFDOO\# WKH# OLNHO\# LPSDFW# RI# WKH# IXOO

LPSOHPHQWDWLRQ# RI# WKH# # # # # # DJUHHG# ,0)# UHIRUP# SDFNDJH# RQ# 66,V

GHYHORSPHQW#LQ#WKH#FRXQWU\1

,,1#,QGRQHVLD*V#(FRQRPLF#&ULVLV#

,Q#0D\#63/#4<<:/#WKH#:RUOG#%DQN#UHOHDVHG#LWV#DQQXDO#UHSRUW#RQ

,QGRQHVLD#ZKLFK#LQGLFDWHG#WKDW#GXULQJ#WKH#ILUVW#KDOI#RI#WKH#4<<3V

WKH# ,QGRQHVLDQ# HFRQRP\# KDG# EHHQ# SHUIRUPLQJ# YHU\# ZHOO/# ZLWK# *'3

+*URVV#'RPHVWLF#3URGXFW,#JURZLQJ#DW#DQ#DYHUDJH#DQQXDO#UDWH#RI#;#SHU

FHQW#+:RUOG#%DQN/#4<<:,1#1RW#VXUSULVLQJO\/#D#VLPLODU#UREXVW#JURZWK

ZDV#EHLQJ#IRUHFDVW#IRU#4<<:1#

+RZHYHU#RQO\#WZR#PRQWKV#DIWHU#WKH#UHOHDVH#RI#WKLV#UHSRUW#WKLV

URV\#SURVSHFW#EHJDQ#WR#XQUDYHO#DV#WKH#,QGRQHVLDQ#UXSLDK#DQG#WKH

FXUUHQFLHV#RI#RWKHU#6RXWKHDVW#$VLDQ#FRXQWULHV/#LQFOXGLQJ#0DOD\VLD/

WKH#3KLOLSSLQHV/#DQG#HYHQ#6LQJDSRUH/#VWDUWHG#GHSUHFLDWLQJ#VWHHSO\

LQ#WKH#ZDNH#RI#WKH#GHSUHFLDWLRQ#RI#WKH#7KDL#EDWK1#$V#D#UHVXOW#RI

WKH#VWHHS#UXSLDK#GHSUHFLDWLRQ/#WKH#,QGRQHVLDQ#HFRQRP\#LV#JUDGXDOO\

EXW#VWHDGLO\#JULQGLQJ#WR#D#KDOW1#&RPSDQLHV#DUH#EXUGHQHG#ZLWK#GHEWV

WKH\# FDQQRW# UHSD\# DQG# GHFOLQLQJ# UHYHQXHV# FDXVHG# E\# WKH# UHGXFHG

SXUFKDVLQJ#SRZHU#RI#WKH#SXEOLF1#,W#KDV#DOVR#OHG#WR#WKH#LQDELOLW\#RI

PDQ\# FRPSDQLHV# WR# LPSRUW# H[SHQVLYH# UDZ# PDWHULDOV# RU# SDUWV# DQG

FRPSRQHQWV# DV# PRVW# RYHUVHDV# EDQNV# DUH# UHIXVLQJ# WR# DFFHSW# WKH

OHWWHUV#RI#FUHGLWV#+/&V,#LVVXHG#E\#,QGRQHVLDQ#EDQNV#RQ#EHKDOI#RI

WKH# ,QGRQHVLDQ# LPSRU0WHUV1# 3URGXFWLRQ# LQ# PDQ\# PDQXIDFWXULQJ

HQWHUSULVHV/#LQFOXGLQJ#/6,V#DV#ZHOO#DV#66,V#DQG#06,V/#KDV#EHHQ

GUDVWLFDOO\#UHGXFHG#RU#VWRSSHG#DOWRJHWKHU1#,Q#DGGLWLRQ/#WKH#ODERXU0

LQWHQVLYH#FRQVWUXFWLRQ#DFWLYLWLHV#KDYH#WRWDOO\#FROODSVHG#IROORZLQJ

WKH#WHFKQLFDO#EDQNUXSWF\#RI#YLUWXDOO\#DOO#UHDO#HVWDWH#FRPSDQLHV/
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LQFOXGLQJ#VPDOO0#DQG#PHGLXP#HQWHUSULVHV#+60(V,#DPRQJ#WKHVH#UHDO

HVWDWH#FRPSDQLHV1#$V#D#UHVXOW/#ODUJH#DQG#JURZLQJ#QXPEHU#RI#ZRUNHUV

KDYH#EHHQ#ODLG#RII#+'LHUPDQ/#HW#DO1/#4<<;,1

&RQVLGHULQJ#DOO#WKH#DERYH#IDFWRUV/#WKH#SURMHFWLRQ#PDGH#E\#WKH

&HQWUDO#%XUHDX#RI#6WDWLVWLFV#+&%6,#RI#D#46(#RU#PRUH#FRQWUDFWLRQ#LQ

WKH#,QGRQHVLDQ#HFRQRP\#LQ#4<<;#+7DEOH#4,#DQG#SHUKDSV#]HUR#RU#VWLOO

D#QHJDWLYH#JURZWK#UDWH#LQ#4<<<1

######7DEOH#4#6HYHUDO#0DFUR#(FRQRPLF#,QGLFDWRUV#RI#,QGRQHVLD=#4<<70
4<<;
#################################################################
#############
,QGLFDWRU##############################4<<7#####4<<8#####4<<9##
4<<:###4<<;####
5DWH#RI#JURZWK#RI#*'3#+(,#DW#
FRQVWDQW#SULFH#4<<6####################:/8######;/5######:/<###
7/:###046/9;

,QFRPH#SHU#FDSLWD#+86',################<5;####4136<####41488##
413;;##773/53

5DWH#RI#LQIODWLRQ#+(,##################</5######;/9######9/8##
44/4####::/96

7RWDO#H[SRUW#YDOXH#+PLO\DU#86',#######73/4#####78/7#####7</;##
86/7####83/38

7RWDO#LPSRUW#YDOXH#+PLO\DU#86',#######65/3#####73/9#####75/<##
74/:####5:/76

&XUUHQW#DFFRXQW#+PLO\DU#86',##########05/<#####09/;#####0:/;####0
81;#####418;

)RUHLJQ#H[FKDQJH#+PLO\DU#86',#########46/5#####47/:#####4</4##
4:/7####47/39

)RUHLJQ#GHEW#+PLO\DU#86',############439/3####449/8####44;/3#
453/8###46;13##
#################################################################
############
6RXUFH=#/36(0.DGLQ#,QGRQHVLD#+SURFHVVHG#GDWD#IURP#&%6,1
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:KHUHDV/# EDVHG# RQ# :RUOG# %DQN# VWDII# HVWLPDWHV# +:RUOG# %DQN

4<<<,/#JLYHQ#WKH#GLIILFXOW#LQVWLWXWLRQ0EXLOGLQJ#SUREOHPV#LQKHUHQW

LQ#PDQ\#RI#WKH#IROORZLQJ#SURFHVVHV#VXFK#DV#UHQHZHG#FDSLWDO#LQIORZV

IURP#DEURDG/#LPSURYHPHQW#RI#FXUUHQW#DFFRXQW#EDODQFHV/#DQG#SURJUDPV

WR#UHFDSLWDOL]H#EDQNV/#UHFRYHU\#LQ#WKH#(DVW#$VLDQ#FULVLV#FRXQWULHV

LV#H[SHFWHG#WR#EH#UHODWLYHO\#SURWUDFWHG1#'LIIHUHQW#FRXQWULHV#DUH#DW

GLIIHUHQW#VWDJHV#RI#WKH#SURFHVV#PHQWLRQHG#DERYH1#7KDLODQG#DQG#6RXWK

.RUHD#DUH#PRUH#DGYDQFHG/#ZKLOH#,QGRQHVLD#LV#ZRUVW#RII1#,Q#WKH#EDVH0

FDVH# VFHQDULR# IRU# UHFRYHU\# LQ# WKHVH# FRXQWULHV# DIIHFWHG# E\# WKH

FULVLV/#DFFRUGLQJ#WR#WKLV#:RUOG#%DQN#HVWLPDWH/#RXWSXW#JURZWK#ZLOO

UHWXUQ#WR#SRVLWLYH#OHYHOV#IDVWHU#LQ#6RXWK#.RUHD#DQG#WKH#3KLOLSSLQHV

WKDQ#LQ#WKH#RWKHU#FRXQWULHV/#EHFDXVH#RI#IDVWHU#H[SRUW#JURZWK#+7DEOH

5,1#,Q#,QGRQHVLD/#*'3#LV#VWLOO#H[SHFWHG#WR#IDOO#LQ#4<<<#EXW#DW#D

PXFK#VORZHU#UDWH1#,Q#WKH#RWKHU#FRXQWULHV/#*'3#LV#H[SHFWHG#WR#UDLVH

PDUJLQDOO\/#UHIOHFWLQJ#D#VWDELOL]DWLRQ#RI#RXWSXW#LQ#PLG#WR#ODWH

4<<<1#

7DEOH#5#*URZWK#LQ#,QGRQHVLD#DQG#RWKHU#&ULVLV#&RXQWULHV#LQ#$VLD=
4<<905333-
#################################################################
#########

###########################################################)RUHFDVW
####
&RXQWU\################4<<9######4<<:#####4<<;--######4<<<#######
5333#####

,QGRQHVLD###############:/<#######7/:#####048/6#######05/;#######
#5/6
7KDLODQG################9/7######03/7######0:/3########3/6#######
#5/9
6RXWK#.RUHD#############:/4#######8/8######09/8########4/3#######
#6/8
0DOD\VLD################;/9#######:/<######08/4########3/8#######
#7/5
3KLOLSSLQHV#############8/:#######8/5######03/8########5/8#######
#7/7
###7RWDO################:/5#######7/8######0;/3########3/4#######
#6/5
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#################################################################
###########
1RWHV=#-# #*'3#LQ#FRQVWDQW#4<;:#SULFHV#DQG#H[FKDQJH#UDWH
######--# #HVWLPDWH
6RXUFH=#:RUOG#%DQN#+4<<<,

,,,1#6RPH#6XEVHFWRUV#RI#0DQXIDFWXULQJ#VHULRXVO\#DIIHFWHG#E\#WKH

&ULVLV

$#&XUVRU\#H[DPLQDWLRQ#RI#WKH#,QGRQHVLDQ#HFRQRP\#UHYHDOV#PDQ\

+LI#QRW#DOO,#LQGXVWULHV#LQ#YDULRXV#VXEVHFWRUV#RI#PDQXIDFWXULQJ#DUH

VHYHUHO\#DIIHFWHG#E\#WKH#HFRQRPLF#FULVLV1#$#ODUJH#SURSRUWLRQ#RI

PDQXIDFWXULQJ#LQGXVWULHV#DUH#VWLOO#KLJKO\#GHSHQGHQW#RQ#LPSRUWHG

JRRGV1#$V#D#UHVXOW/#WKH#VWHHS#GHSUHFLDWLRQ#RI#WKH#UXSLDK#KDV#PDGH

LW# YHU\#GLIILFXOW/#LI#QRW#LPSRVVLEOH/#IRU#WKHP#WR#FRQWLQXH1#,Q

UXSLDK# WHUPV# WKHVH# LQSXWV# KDYH# EHFRPH# SURKLELWLYHO\# H[SHQVLYH1

0RUHRYHU/# DV# H[SODLQHG# EHIRUH/# LPSRUWLQJ# WKHVH# LQSXWV# KDV# DOVR

RIWHQ#EHFRPH#LPSRVVLEOH#DV#IRUHLJQ#EDQNV#KDYH#UHIXVHG#WR#DFFHSW

OHWWHU#RI#FUHGLWV#+/&V,#LVVXHG#E\#,QGRQHVLDQ#EDQNV#RQ#EHKDOI#RI

,QGRQHVLDQ#LPSRUWHUV1#7KLV#KDV#OHG#WR#D#ODUJH#QXPEHU#RI#LPSRUW0

LQWHQVLYH# LQGXVWULHV# EHLQJ# IRUFHG# WR# GUDVWLFDOO\# FXUWDLO# WKHLU

RSHUDWLRQV#RU#WR#VWRS#WKHLU#RSHUDWLRQ#DOWRJHWKHU#DV#WKHLU#VWURFN#RI

LPSRUWHG#JRRGV#DUH#JUDGXDOO\#H[KDXVWHG1#

07KH#WH[WLOH#LQGXVWU\

6\QWKHWLF#ILEHUV#DQG#FRWWRQ#DUH#WKH#PDMRU#UDZ#PDWHULDOV#IRU

,QGRQHVLD# VSLQQLQJ# LQGXVWULHV1# 7KH# EXON# RI# FRWWRQ# LV# LPSRUWHG

+DURXQG#833/333#WRQV#DQQXDOO\,#DV#GRPHVWLF#SURGXFWLRQ#RI#FRWWRQ

XQDEOH#WR#PHHW#WKH#QHHGV#RI#WKH#VSLQQLQJ#LQGXVWU\1#0RVW#RI#WKH

FRWWRQ#LV#LPSRUWHG#IURP#WKH#86/#$XVWUDOLD/#DQG#3DNLVWDQ1#$V#D#ODUJH

QXPEHU#RI#VSLQQLQJ#FRPSDQLHV#VWLOO#XVH#FRWWRQ#UDWKHU#WKDQ#V\QWKHWLF

ILEHUV#DV#WKHLU#PDMRU#UDZ#PDWHULDOV/#WKH#UDSLGO\#GZLQGOLQJ#VWRFNV
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RI# FRWWRQ# DUH# HQGDQJHULQJ# WKH# FRQWLQXHG# RSHUDWLRQV# RI# WKHVH

VSLQQLQJ# FRPSDQLHV/# HVWLPDWHG# WR# QXPEHU# DURXQG# 5331# $# VHYHUH

FRQWUDFWLRQ#RI#WKH#RXWSXW#RI#WKH#VSLQQLQJ#LQGXVWU\#ZLOO#KDYH#DQ

DGYHUVH#HIIHFW#RQ#WKH#RSHUDWLRQV#RI#WKH#ZHDYLQJ#LQGXVWU\/#ZKLFK#LQ

WXUQ#ZLOO#DGYHUVHO\#DIIHFW#WKH#RSHUDWLRQ#RI#WKH#JDUPHQW#

LQGXVWU\1#7KLV/#DIIHFWV#,QGRQHVLD*V#IRUHLJQ#H[FKDQJH#HDUQLQJV/#DV
PXFK#RI#WKH#WH[WLOH#DQG#JDUPHQW#LQGXVWU\/#QRW#RQO\#ODUJH#EXW#DOVR

VPDOO0DQG#PHGLXP0VFDOH#LQGXVWULHV#+60,V,/#LV#H[SRUW0RULHQWHG1#%\

HDUO\#0DUFK#4<<;#D#ODUJH#QXPEHU#RI#VSLQQLQJ#FRPSDQLHV#KDG#DOUHDG\

VWRSSHG#RSHUDWLRQV#DV#WKHLU#VWRFNV#RI#FRWWRQ#KDG#UXQ#RXW1#6LQFH#WKH

EDQN*V#/&V#ZHUH#QRW#EHLQJ#DFFHSWHG#E\#WKH#IRUHLJQ#EDQNV/#VSLQQLQJ

FRPSDQLHV#ZHUH#QRW#DEOH#WR#UHSOHQLVK#WKHLU#VWRFNV#RI#FRWWRQ/#HYHQ

WKRXJK# WKH# SULFH# RI# FRWWRQ# LV# FXUUHQWO\# ORZ# +'LHUPDQ/# HW# DO1/

4<<;,1

07KH#IRRWZHDU#LQGXVWU\

/LNH#WKH#WH[WLOH#LQGXVWU\/#,QGRQHVLD*V#ODUJHO\#H[SRUW0RULHQWHG

IRRWZHDU# LQGXVWU\# ZKLFK# KDV# DOVR# D# KXJH# QXPEHU# RI# 60,V# IDFHV

VHULRXV#GLIILFXOWLHV#LQ#LPSRUWLQJ#UDZ#PDWHULDOV1#7KH#VWRFNV#RI#UDZ

PDWHULDOV#KDYH#UHFHQWO\#EHHQ#GHSOHWHG1#$V#WKH#,QGRQHVLDQ#IRRWZHDU

SURGXFHUV#IDLO#WR#PHHW#WKH#H[SRUW#RUGHUV/#WKH#GDQJHU#DULVHV#WKDW

IRUHLJQ# EX\HUV# ZLOO# WXUQ# WR# SURGXFHUV# IURP# RWKHU# FRXQWULHV/

SDUWLFX0ODUO\#&KLQD/#9LHWQDP/#DQG#7KDLODQG/#DQG#WKH#ORVW#PDUNHW

VKDUH#PD\#EH#GLIILFXOW#WR#UHFDSWXUH#ODWHU#+'LHUPDQ/#HW#DO1/#4<<;,1

07KH#&RQVXPHU#HOHFWURQLFV#LQGXVWU\

,QGRQHVLD*V# FRQVXPHU# HOHFWURQLFV# LQGXVWU\# LV# EDVLFDOO\# DQ

DVVHPEOLQJ# LQGXVWU\# KLJKO\# GHSHQGHQW# RQ# LPSRUWHG# SDUWV# DQG

FRPSRQHQWV1# $URXQG# 98(# RI# DOO# SDUWV# DQG# FRPSRQHQWV# XVHG# DUH

LPSRUWHG1#1RW#VXUSULVLQJO\/#WKH#VWHHS#GHSUHFLDWLRQ#RI#WKH#UXSLDK
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# # # # # # (VWLPDWHV# RI# XQHPSOR\PHQW# YDU\# ZLGHO\# GHSHQGLQJ# RQ# WKH6

DVVXPSWLRQV#PDGH#RQ#WKH#H[WHQW#RI#WKH#FRQWUDFWLRQ#LQ#WKH#HFRQRP\/
WKH#VHFWRUDO#HODVWLFLWLHV#RI#HPSOR\PHQW#DQG#WKH#PDJQLWXGH#RI#WKH
EDFNORJ#RI#MRE#VHHNHUV#IURP#SUHYLRXV#\HDUV1

KDV# DOVR# DGYHUVHO\# DIIHFWHG# WKH# RSHUDWLRQV# RI# WKLV# LQGXVWU\1

%HFDXVH#LPSRUWHG#FRPSRQHQWV#DQG#SDUWV#KDYH#EHFRPH#SURKLELWLYHO\

H[SHQVLYH#DQG#DV#WKH#GRPHVWLF#PDUNHW#KDV#VKUXQN/#VHYHUH#HOHFWURQLFV

FRPSDQLHV# DQG# WKHLU# VPDOO0VFDOH# VXEFRQWUDFWLQJ# LQGXVWULHV# KDYH

HLWKHU#UHGXFHG#RU#KDOWHG#WKHLU#RSHUDWLRQV#+'LHUPDQ/#HW#DO1/#4<<;,1

,9#6RPH#6HULRXV#&RVWV#RI#WKH#&ULVLV=#WKH#,QFUHDVHG#8QHPSOR\PHQW#DQG

3RYHUW\

+RZ#WKH#HFRQRPLF#FULVLV#DIIHFWV#XQHPSOR\PHQW#DQG#SRYHUW\#LQ

,QGRQHVLD#ZLOO#GHSHQG#RQ#KRZ#PXFK#RXWSXW#DQG#UHDO#LQFRPH#GHFOLQH

DQG# KRZ# LQFRPH# GLVWULEXWLRQ# HYROYHV1# %HIRUH# WKH# FULVLV/# LQ# WKH

SHULRG#RI#UDSLG#HFRQRPLF#JURZWK/#VD\#EHWZHHQ#4<<304<<:#DJULFXOWXUDO

HPSOR\PHQW#GHFOLQHG#UDSLGO\#IURP#88(#WR#74(#RI#WRWDO#HPSOR\PHQW/

WKRXJK#WKH#VHFWRU#UHPDLQV#WKH#ODUJHVW#VLQJOH#HPSOR\HU1#2Q#WKH#RWKHU

KDQG/#LQGXVWULDO#HPSOR\PHQW#URVH#UDSLGO\#IURP#DERXW#;(#LQ#4<;9#WR

DOPRVW# 53(# LQ# 4<<:1# :LWK# WKH# LQFUHDVH# RI# HPSOR\PHQW# LQ# RWKHU

XUEDQ2IRUPDO#VHFWRUV/#XUEDQ#HPSOR\PHQW#LQFUHDVHG#IURP#D#ILIWK#WR

RYHU#D#WKLUG#RI#WRWDO#HPSOR\PHQW#GXULQJ#WKDW#HFRQRPLF#ERRP#SHULRG

+7DEOH#6,1

,/2#+4<<;,#KDV#PDGH#DQ#HVWLPDWLRQ#DERXW#WKH#HPSOR\PHQW#HIIHFW

RI#WKH#FULVLV#LQ#,QGRQHVLD1 7KH#UHVXOWV#RI#LWV#VWXG\#VKRZV#WKDW6

+SDJH#5,=

+D,# 6RPH#817# PLOOLRQ#ZRUNHUV#ZLOO#EH#GLVSODFHG#E\#WKH#HFRQRPLF

FULVLV#LQ#4<<;1######+RZHYHU/#EHFDXVH#PDQ\#FDQQRW#DIIRUG#WR#UHPDLQ

XQHPSOR\HG#IRU#ORQJ/#DURXQG#######KDOI#RI#WKHP#ZLOO#EH#UH0DEVRUEHG

LQ#WKH#LQIRUPDO#VHFWRU1

+E,# 2SHQ# XQHPSOR\PHQW/# QDUURZO\# GHILQHG# DV# WKRVH# QRW# SUHVHQWO\
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ZRUNLQJ#DQG#DF0######WLYHO\#ORRNLQJ#IRU#ZRUN/#ZLOO#ULVH#WR#91:

PLOOLRQ/#RU#IURP#8(#RI#WKH#ODERXU######IRUFH#EHIRUH#WKH#FULVLV#LQ

PLG04<<:#WR#:(#E\#PLG04<<;1#7KH#RSHQ#XQHPSOR\PHQW######ZLOO#FRQVLVW

RI#WKH#UHPDLQLQJ#GLVSODFHG#ZRUNHUV#+DERXW#51;#PLOOLRQ,/#WKH#QHZ##

# # HQWUDQWV# WR# WKH# ODERXU# IRUFH# LQ# 4<<;# +417# PLOOLRQ,# DQG# WKH

EDFNORJ#RI#MRE#######VHHNHUV#IURP#4<<:#+518#PLOOLRQ,1

+F,#7KH#QHZO\#XQHPSOR\HG#ZDJH#ZRUNHUV#KDYH#EHHQ#GLVSODFHG#PDLQO\

IURP# WKH# PDQX0# # # # # # IDFWXULQJ# +58(,/# FRQVWUXFWLRQ# +4<(,/# DQG

VHUYLFH#+6:(,#VHFWRUV1#+RZHYHU/#DOO######RWKHU#VHFWRUV#ZLWK#WKH

H[FHSWLRQ#RI#DJULFXOWXUH#DQG#PLQLQJ#KDYH#EHHQ############DIIHFWHG/

QDPHO\#WUDGH#DQG#KRWHOV#+4<8,/#WUDQVSRUW#+9(,#DQG#ILQDQFH#+6(,1#

7DEOH# 6# ,/2# (VWLPDWHV# RI# &KDQJHV# LQ# (PSOR\PHQW# E\# 6HFWRUV# DQG
8UEDQ05XUDO# ########/RFDWLRQ/#4<;904<<;#
#################################################################
###################################7RWDO#HPSOR\PHQW#+PLOOLRQ,####
####3HUFHQWDJH#########
######################4<;9###4<<3###4<<:###4<<;####4<;9###4<<3#
4<<:###4<<;###
%\#VHFWRU
000000000
$JULFXOWXUH###########6:19###7517###681;###6917######88####89###
74#####76
,QGXVWUL-#############431;###4317###4918###4715#######;####47###
4<#####4:
7UDGH##################<1;###4414###4:15###4;16######56####48###
53#####55
6HUYLFHV##############4314###4513###4:17###4817######47####49###
53#####4;

####7RWDO#############9;16###:81<###;:13###;716#####433###433##
433####433

%\#ORFDWLRQ
00000000000
8UEDQ#################4619###4;16###5<19###5715######53####57###
67#####5<
5XUDO#################871:###8:19###8:18###9314######;3####:9###
99#####:4

####7RWDO#############9;16###:81<###;:13###;716#####433###433##
433####433
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##### #7KRXJK#WKH#FULVLV#KDV#LQLWLDWHG#D#VLJQLILFDQW#XUEDQ#WR#UXUDO7

PLJUDWLRQ#IORZ#LQ#-DYD/#PDQ\#GLVSODFHG#IRUPDO#VHFWRU#HPSOR\HHV/#ZKR
QR# ORQJHU# PDLQWDLQ# WLHV# ZLWK# DJULFXOWXUH# RU# WKHLU# KRPH
WRZQV2YLOODJHV#RI#RULJLQ/#DUH#OLNHO\#WR#UHPDLQ#LQ#XUEDQ#DUHDV#DQG
DUH#OLNHO\#ZRUN#LQ#WKH#XUEDQ#LQIRUPDO#VHFWRU1

%\#)RUPDO2,QIRUPDO
000000000000000000
:DJH#HPSOR\PHQW#######4:19###5414###6318###5814######59####59###
68#####63
6HOI0HPSOR\HG#)
IDPLO\#ZRUNHUV########831;###871;###8919###8<15######:7####:7###
98#####:3

####7RWDO#############9;16###:81<###;:13###;716#####433###433##
433####433
#################################################################
###########
1RWH=#-#LQFOXGHV#PLQLQJ/#XWLOLWLHV/#PDQXIDFWXULQJ#DQG#FRQVWUXFWLRQ
VHFWRUV1
6RXUFH=#,/2#+4<<;,1

$V# H[SODLQHG# EHIRUH/# LW# LV# H[SHFWHG# PDQ\# RI# WKHVH# QHZ

XQHPSOR\HG#ZRUNHUV#ZKR#FDQQRW#DIIRUG#WR#UHPDLQ#XQHPSOR\HG#ZLOO#EH

IRUFHG#WR#UHWXUQ#WR#WKHLU#KRPH#WRZQ#DQG#YLOODJHV1#,I#WKLV#LV#WKH

FDVH/# WKLV#PRYHPHQW#ZLOO#UHYHUVH#WKH#SDVW#WUHQG#RI#PRYHPHQW#RI

ZRUNHUV#RXW#RI#DJULFXOWXUH#RU#WKH#UXUDO0XUEDQ#VKLIW#LQ#HPSOR\PHQW

REVHUYHG# XQWLO# QRZ# +,/2/# 4<<;,1 )XUWKHU/# WKH# VKDUH# RI# XUEDQ7

HPSOR\PHQW#PD\#GHFOLQH#IURP#D#SHDN#RI#67(#LQ#4<<:#WR#OHVV#WKDQ#63(

RI#WRWDO#HPSOR\PHQW#LQ#4<<;#+7DEOH#6,1

:LWK# UHVSHFW# WR# IRUPDO2LQIRUPDO# VHFWRU# HPSOR\PHQW/# ZDJH

HPSOR\PHQW#DV#D#SUR[\#IRU#HPSOR\PHQW#LQ#WKH#IRUPDO#VHFWRU#+LQ#WKH

PDQXIDFWXULQJ#VHFWRU=#ODUJH#DQG#PHGLXP#LQGXVWULHV#DQG#WR#D#FHUWDLQ

H[WHQW#6,V,/#LQFUHDVHG#IURP#DURXQG#D#TXDUWHU#WR#PRUH#WKDQ#D#WKLUG

RI#WRWDO#HPSOR\PHQW#LQ#WKH#SHULRG#VWXGLHG1#7KH#OD\RIIV#RI#RYHU#8

PLOOLRQ# ZRUNHUV# IURP# WKH# IRUPDO# VHFWRU# GXH# WR# WKH# FULVLV# ZLOO

UHVXOW#LQ#WKH#GHFOLQH#RI#ZDJH#HPSOR\PHQW#ZKLFK#LV#HVWLPDWHG#IURP

68(#WR#63(#EHWZHHQ#4<<:#DQG#4<<;#+,/2/#4<<;,1#,W#LV#H[SHFWHG#WKDW
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# # # # # # :LWK#WKH#DVVXPSWLRQV=#QR#FKDQJH#LQ#WKH#GLVWULEXWLRQ#RI8

LQFRPH# DQG# D# 86'# 4# D# GD\# SRYHUW\# OLQH# IRU# ,QGRQHVLD# DQG# WKH
3KLOLSSLQHV#DQG#86'#5#D#GD\#IRU#0DOD\VLD#DQG#7KDLODQG1

DW#OHDVW#83(#RI#WKHVH#GLVSODFHG#ZRUNHUV#ZLOO#EH#DEVRUEHG#LQ#VHOI0

HPSOR\PHQW#DQG#IDPLO\#ZRUN1#7KDW#FDQ#EH#LQ#LQIRUPDO#PDQXIDFWXULQJ

DFWLYLWLHV#+L1H1#66,V#,#RU#LQ#RWKHU#LQIRUPDO#VHFWRUV/#PDLQO\#LQ

UXUDO# DUHDV# DV# PDQ\# RI# WKHP# DUH# H[SHFWHG# WR# UHWXUQ# WR# WKHLU

YLOODJHV1#

$IWHU#RQH#\HDU#VLQFH#WKH#FULVLV#VWDUWHG/#GXH#WR#VWDJQDQW#ZDJHV

DQG#LQFRPHV#LQ#QRPLQDO#WHUPV/#KLJK#LQIODWLRQ/#DQG#LQFUHDVHG#QHZ

XQHPSOR\HG#ZDJH#ZRUNHUV#IURP#WKH#IRUPDO#VHFWRU/#LW#LV#H[SHFWHG#WKDW

E\#WKH#HQG#RI#4<<;#DURXQG#433#PLOOLRQ/#RU#7;(#RI#WKH#SRSXODWLRQ/

ZLOO#IDOO#EHORZ#WKH#SRYHUW\#OLQH1#7KH#LQFLGHQFH#RI#SRYHUW\#LQ#UXUDO

DUHDV/#DW#86(/#ZLOO#EH#KLJKHU#WKDQ#WKDW#LQ#XUEDQ#DUHDV/#DW#6<(/#E\

WKH#HQG#RI#4<<;#+7DEOH#7,1#$OVR/#RYHU#:3(#RI#SRRU#SHRSOH#ZLOO#OLYH

LQ#UXUDO#DUHDV#+,/2/#4<<;,1

7KH#H[SHFWHG#LQFUHDVH#RI#SRYHUW\#LQ#UXUDO#DUHDV#LV#GXH#WR#WKH

H[SHFWDWLRQ#WKDW#PDQ\#GLVSODFHG#ZRUNHUV#IURP#WKH#IRUPDO#VHFWRU#DUH

OLNHO\#WR#UHWXUQ#WR#WKHLU#KRPH#WRZQV#DQG#YLOODJHV#DQG#VRPH#DUH

OLNHO\#WR#EH#DEVRUEHG#LQ#WKH#ORZ#LQFRPH#DFWLYLWLHV#VXFK#DV#LQ#WKH

DJULFXOWXUDO#VHFWRU#DQG#LQ#UXUDO#LQGXVWULHV#+L1H1#66,V,1#

:KHUHDV/# DFFRUGLQJ# WR# :RUOG# %DQN# SURMHFWHG# LQFUHDVHV# LQ

SRYHUW\# LQ# WKH# $VLDQ# FULVLV# FRXQWULHV1 DOPRVW# 4:# PLOOLRQ# PRUH8

SHRSOH#LQ#,QGRQHVLD#DUH#H[SHFWHG#

7DEOH#7#,/2#(VWLPDWHV#RI#3RYHUW\#,QFLGHQFH=#4<<;04<<<
                                                                 

                                 1998             1999           
Percentage
----------
   Indonesia                     48.34            66.42
   Urban                         39.31            56.60
   Rural                         53.20            71.71
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# # # # # # 3RYHUW\# FDOFXODWLRQV# DUH# YHU\# VHQVLWLYH# WR# FKDQJHV# LQ9

GLVWULEXWLRQ#RI#LQFRPH1#7KH#:RUOG#%DQN*V#+4<<<,#VWXG\#VKRZV#WKDW
ZLWK#D#GHWHULRUDWLRQ#LQ#LQFRPH#GLVWULEXWLRQ/#RU#VD\#D#43(#ZRUVHQLQJ
LQ#WKH#*LQL#FRHIILFLHQW/#WKH#SRYHUW\#LQFLGHQFH#LQ#,QGRQHVLD#ZRXOG
LQFUHDVH#WR#PRUH#WKDQ#53(1#$V#D#FRPSDULVRQ/#LQ#0DOD\VLD/#7KDLODQG
DQG# WKH# 3KLOLSSLQHV/# WKH# UDWHV# RI# SRYHUW\# ZRXOG# UDLVH# WR# PRUH
WKDQ#58(1

Poor population (million)
-------------------------
   Indonesia                     98.80           137.80    
   Urban (%)                     28.10 (28)       41.10 (30)
   Rural (%)                     70.70 (72)       96.70 (70)

Total Population
----------------
   Indonesia                    204.40           207.50
   Urban                         71.50            72.60
   Rural                        132.90           134.90
                                                                 
Source: ILO (1998, Table 8).

WR#IDOO#EHORZ#WKH#SRYHUW\#OLQH#LQ#4<<;#+)LJXUH#4,1#0RUHRYHU/#PDQ\

SHRSOH#LQ#WKLV#FRXQWU\#OLYH#RQO\#VOLJKWO\#DERYH#WKH#SRYHUW\#OLQH#RI

86'4158#D#GD\/#IRU#H[DPSOH/#WKH#QXPEHU#RI#SRRU#SHRSOH#ZRXOG#ULVH#E\

55#PLOOLRQ1#7KLV#ZLOO#EULQJ#WKH#WRWDO#QXPEHU#RI#SRRU#LQ#,QGRQHVLD

WR# DOPRVW#8:#PLOOLRQ1#,Q#RWKHU#$VLDQ#FRXQWULHV#DIIHFWHG#E\#WKH

FULVLV/#WKH#LQFUHDVH#RI#SRYHUW\#ZRXOG#EH#OHVV#SURQRXQFHG/#EXW#VWLOO

ODUJH=#516#PLOOLRQ#LQ#7KDLODQG/#998/333#LQ#WKH#3KLOLSSLQHV/#DQG

OHVV#WKDQ#833/333#LQ#0DOD\VLD#+:RUOG#%DQN/#4<<<,19

)XUWKHU/#E\#XVLQJ#WKH#UXSLDK#LQ#WKH#GHILQLWLRQ#RI#WKH#SRYHUW\

OLQH/#WKH#:RUOG#%DQN*V#+4<<<,#VWXG\#KDV#SURMHFWHG#WKDW#LQ#,QGRQHVLD

SRYHUW\#LQ#WKH#QH[W#FRXSOH#RI#\HDUV#ZRXOG#DOPRVW#GRXEOH#LQ#XUEDQ

DUHDV#DQG#LQFUHDVH#E\#83(#LQ#UXUDO#DUHDV#+)LJXUH#5D,>#WKLV#UHVXOW

LV# GLIIHUHQW# WKDQ# WKDW# RI# WKH# ,/2*V# +4<<;,# VWXG\1# )XUWKHU/

DFFRUGLQJ#WR#:RUOG#%DQN*V#HVWLPDWLRQ/#WKH#VKDUSHVW#LQFUHDVHV#DUH

H[SHFWHG#WR#EH#DPRQJ#ZRUNHUV#HPSOR\HG#LQ#WUDGH#DQG#PDQXIDFWXULQJ
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+)LJXUH#E,

)LJXUH#4#7KH#WRWDO#QXPEHU#RI#SRRU#SHRSOH#H[SHFWHG#WR#UDLVH#LQ#WKH
$VLDQ#&ULVLV###########&RXQWULHV

####6RXUFH=#:RUOG#%DQN#+4<<</#)LJXUH#5058,1

)LJXUH# 5# 3URMHFWHG# SRYHUW\# WUHQGV# LQ# ,QGRQHVLD/# E\# XUEDQ0UXUDO
DUHDV#+$,#DQG#############6HFWRUV#+%,

#####################$################################%
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6RXUFH=#VHH#)LJXUH#4

9#,PSDFW#RQ#66,V=#$#7KHRUHWLFDO#'LVFXVVLRQ#DQG#/LPLWHG#(PSLULFDO

$VVHVVPHQW

5HFHQW#GDWD#LQGLFDWH#WKDW#WKH#PDQXIDFWXULQJ#VHFWRU#FRQWUDFWHG

E\#DURXQG#47#SHUFHQW#GXULQJ#WKH#ILUVW#KDOI#RI#4<;;1#$FFRUGLQJ#WR#D

VWXG\#FRQGXFWHG#E\#%DSSHQDV#DQG#*7=#+4<<;/#SDJH#4,/#WKLV#QHJDWLYH

WUHQG#LV#PDLQO\#GXH#WR#WKH#IROORZLQJ#UHDVRQV=

+4,#'RPHVWLF#VDOHV#DUH#DIIHFWHG#E\#D#VKULQNLQJ#GRPHVWLF#GHPDQG/#DQG

DQ#LQIODWLRQ######RI#DURXQG#93(#+DV#RI#$XJXVW#4<<;,#UHVXOWLQJ#LQ#D

GHFOLQH#RI#UHDO#ZDJHV#DQG######D#UHGXFWLRQ#RI#WKH#SXUFKDVLQJ#SRZHU

RI#WKH#SHRSOH1

+5,# )RUHLJQ# RUGHUV# DUH# GURSSLQJ# EHFDXVH# EX\HUV# DUH# DIUDLG# WKDW

,QGRQHVLDQ#FRPSD0######QLHV#FDQQRW#GHOLYHU#RQ#WLPH#GXH#WR#SUHVHQW

ILQDQFLDO# DQG# HFRQRPLF# FULVLV# DQG# # # # # # DUH# GLYHUWLQJ# WKHLU

SXUFKDVHV#WR#RWKHU#FRXQWULHV#OLNH#9LHWQDP/#7KDLODQG#DQG######&KLQD

IRU#VLPLODU#SURGXFWV#IURP#,QGRQHVLD1

+6,# $V# DOUHDG\# H[SODLQHG# DERYH/# IRUHLJQ# VXSSLHUV# GR# QRW# WUXVW

,QGRQHVLDQ#/&V#E\######UHDVRQ#WKDW#WKH#EDQNLQJ#VHFWRU#LQ#,QGRQHVLD

LV#DVVXPHG#WR#KDYH#QR#PRUH#IXQGV/#####HYHQ#ZLWK#WKH#&HQWUDO#%DQN

+&%,# DVVXUDQFHV# WKDW# DOO# /&V# DUH# EDFNHG# E\# WKH# &%2# # # # # # %DQN

,QGRQHVLD1#7KH#IRUHLJQ#VXSSOLHUV#VLPSO\#DVVXPH#QR#FUHGLELOLW\#LQ

WKH#######,QGRQHVLDQ#EDQNLQJ#VHFWRU/#IRU#WKH#WLPH#EHLQJ1#

+7,# 7KH# UXSLDK# GHSUHFLDWLRQ# RI# DERXW# :3(# KDV# FDXVHG# LQFUHDVHG

SULFHV#RI#GRPHVWLF######UDZ#PDWHULDOV#E\#4330583(/#DQG#LPSRUWHG

PDWHULDOV#E\#5330833(/#LI#DYDLODEOH/######UHVXOWLQJ#LQ#LQFUHDVHG

HQG0SURGXFW#SULFHV#E\#630433(1
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+8,#5DZ#PDWHULDOV#PXVW#EH#SDLG#LQ#FDVK#LQVWHDG#RI#WKH#XVXDO#405

PRQWKV#FUHGLW/######DIIHFWLQJ#WKH#ZRUNLQJ#FDSLWDO#ZKLOVW#FRVW#RI

IXQGV#LV#QRZ#DERXW#98(1

$OWKRXJK#LW#FDQ#EH#H[SHFWHG#WKDW#PDQ\#+LI#QRW#DOO,#66,V#DUH

VHYHUHO\#DIIHFWHG#E\#WKH#FRQWUDFWLRQ#LQ#WKH#PDQXIDFWXULQJ#VHFWRU

FDXVHG#E\#WKH#DERYH#IDFWRUV/#LW#LV#QRW#HDV\#+LI#QRW#LPSRVLEOH,#WR

DVVHVV#WKH#LPSDFW#RI#WKH#HFRQRPLF#FULVLV#RQ#,QGRQHVLD*V#DOO#66,V#LQ

YLHZ#RI#WKHLU#ODUJH#QXPEHUV/#WKH#GLYHUVLW\#RI#WKHLU#DFWLYLWLHV/

ILUP# VL]H# ZLWKLQ# WKH# JURXS/# W\SHV# RI# SURGXFWV# SURGXFHG/# PDUNHW

RULHQWDWLRQ/#KHWHURJHQHLW\#RI#WKHLU#IHDWXUHV#DQG#WKHLU#JHRJUDSKLFDO

VSUHDG# DFURVV# WKH# YDVW# DUFKLSHODJR1# ,Q# GLIIHUHQW# VXEVHFWRUV# RI

PDQXIDFWXULQJ/#66,V#PD\#KDYH#GLIIHUHQW#H[SHULHQFHV#ZLWK#WKH#FULVLV/

EHFDXVH# LQGLYLGXDO# HQWUHSUHQHXUV# SURGXFLQJ# GLIIHUHQW# JRRGV# RU

VHUYLFLQJ#GLIIHUHQW#PDUNHWV#PD\#IDFH#GLIIHUHQW#LQWHUQDO#DV#ZHOO#DV

H[WHUQDO# FRQGLWLRQV/# H1J1# LQWHUQDO# DQG# H[WHUQDO# FRQVWUDLQWV/

FKDOOHQJHV#DQG#PDUNHW#RSSRUWXQLWLHV1#3UREDEO\/#RQO\#D#IHZ#RI#WKHP/

HVSHFLDOO\#WKRVH#ZKRVH#DFWLYLWLHV#DUH#PDLQO\#H[SRUW#RULHQWHG#DQG

XVHG#PDLQO\#ORFDO#UDZ#PDWHULDOV#DQG#RWKHU#LQSXWV/#VXFK#DV#66,V#LQ

ZRRG#DQG#UDWWDQ#VXEVHFWRU#ZLOO#EHQHILW#IURP#WKH#DSUHFLDWLRQ#RI#86

GROODU# DJDLQVW# UXSLDK1# 0RUHRYHU/# WKH# UDSLG# H[LVW# DQG# HQWU\# RI

HQWUHSUHQHXUV#LQWR#WKH#66,V/#SDUWLFXODU#DW#WKH#*ORZHU*#HQG#RI#WKH

VFDOH/#PHDQV#LW#LV#GLIILFXOW#WR#JDXJH#WR#ZKDW#H[WHQW#WKH#FXUUHQW

FULVLV#KDV#DIIHFWHG#WKHP1#

0#$#WKHRUHWLFDO#GLVFXVVLRQ

7KHRUHWLFDOO\/#WKH#FRQWUDFWLRQ#RI#WKH#HFRQRP\#FDQ#EH#H[SHFWHG

WR#KDYH#SRVL0WLYH#RU2DQG#QHJDWLYH#HIIHFWV/#RU#D#QHW#SRVLWLYH#RU#D

QHW# QHJDWLYH# LPSDFW# RQ# 66,V/# DV# RQ# RWKHU# EXVLQHVVHV# +7DPEXQDQ/

4<<;G,1#)XUWKHU/#DV#LOOXVWUDWHG#LQ#)LJXUH#6/#WKH#LPSDFW#RI# WKH

FULVLV#RQ#66,V#FDQ#EH#GLVWLQJXLVKHG#LQWR#WKH#VXSSO\0VLGH#DQG#WKH
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GHPDQG0VLGH#HIIHFWV/#WKDW#FDQ#RFFXU#VLPXOWDQRXVO\1#7KH#VXSSO\0VLGH

HIIHFWV#DUH#WKH#HIIHFWV#RFFXU#WKURXJK#FKDQJHV#LQ#WKH#PDUNHWV#IRU

IDFWRUV#RI#SURGXFWLRQ/#H1J1#FDSLWDO#DQG#ODERXU/#DQG#RWKHU#LQSXWV#RU

UDZ#PDWHULDOV1#:KHUHDV/#WKH#GHPDQG0VLGH#HIIHFWV#KDSSHQ#YLD#FKDQJHV

LQ#WKH#RXWSXW#+ILQDO#DQG#LQWHUPHGLDWH,#PDUNHWV1#

)LJXUH#6=#$#7KHRUHWLFDO#)UDPHZRUN#LQ#$VVHVVLQJ#WKH#,PSDFW#RI#WKH
&ULVLV#RQ#66,V1

########6XSSO\0VLGH###################################'HPDQG0VLGH
########HIIHFWV#######################################HIIHFWV
#######.,,,,,,,,/
#######-#&DSLWDO-
#######-#PDUNHW#2,,,,,,/
#######1,,,,,,,,0######-
#####################0#-
#######.,,,,,,,/#######-
# # # # # # # -# ,QSXWV-# # # # # # # -# # # # # # # # # # # # # # # # # # # # # # #
.,,,,,,,,,,3,,,,,,,,,,/####
#######-#PDUNHW-#######-###.,,,,,,,,,/###0###.,,,4#,QIHULRU#-###
.,,,,5,,,,/
#######1,,,3,,,0####0##1,,#-#########-,,,,,,,0###-##########-###
-##)LQDO##-
###########1,,,,,,,,,,,,,,#-###66,V##-###########1,,,,,,,,,,0###
-##JRRG###-
###########.,,,,,,,,,,,,,,#-#########-,,,,,,,/###.,,,,,,,,,,/###
-##PDUNHW#-
###########-########.######1,,,,,,,,,0###.###1,,,4####QRQ###-###
1,,,,3,,,,0#########.,,,,5,,,/###############-#################-
LQIHULRU#2,,,,,,,,,,0
######-#/DERU##-###############-#################1,,,,,,,,,,0
######-#PDUNHW#-###############-#############################
.,,,,,,,,,,,,,/
######1,,,,,,,,0###############-###############################-
&DSLWDO#)###-
###############################-######.######.,,,,,,,,,,,/#####-
LQWHUPHGLDWH-
###############################1,,,,,,,,,,,,,4#3URGXFWLRQ2,,,,,4
JRRG#PDUNHW#-
######################################0######-#OLQNDJH###-###
1,,,,,,,,,,,,,0
#############################################1,,,,,,,,,,,0

)URP#WKH#VXSSO\#VLGH/#LWV#QHJDWLYH#HIIHFW#LV#RULJLQDWHG#PDLQO\
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# # # # # # :LWK# UHVSHFW# WR# LQGLYLGXDO# UHDVRQV# RU# PRWLYDWLRQV# LQ:

XQGHUWDNLQJ# 66,# RU# LQIRUPDO# HFRQRPLF# DFWLYLWLHV/# D# GLVWLQFWLRQ
ZKLFK#LV#RIWHQ#SUHVHQWHG#LQ#WKH#OLWHUDWXUH/#HVSHFLDO\#RQ#WKH#LVVXH

IURP# WZR# VRXUFHV1# )LUVW/# FDSLWDO# PDUNHW# HIIHFWV=# GXH# WR# WLJKW

QDWLRQDO#OLTXLGLW\#HLWKHU#DV#D#GLUHFW#SROLF\#UHVSRQVH#WR#WKH#FULVLV

RU#EHFDXVH#RI#WKH#VKRUWDJH#RI#PRQH\#LWVHOI#LQ#FRPPHUFLDO#EDQNV/#WKH

LQWHUHVW#UDWH#KDV#LQFUHDVHG#VLJQLILFDQWO\#VLQFH#WKH#PLG1#4<<;#DQG

WKH#DYDLODELOLW\#RI#EDQN#FUHGLWV#IRU#DOO#EXVLQHVV#DFWLYLWLHV#LQ#DOO

VL]HV# EHFDPH# D# YHU\# VKRUW1# $OVR/# PDQ\# ODUJH# FRPSDQLHV# ZKR# KDG

FRPPLWWHG#EHIRUH#WKH#FULVLV#WR#KHOS#VPDOO#SURGXFHUV#ZLWK#FDSLWDO

+DQG# RWKHU# DVVLVWDQFHV,# LQ# WKH# FRQWH[W# RI# WKH# 1DWLRQDO# )RVWHU0

3DUHQWV#VFKHPH#PD\#DOVR#WXUQHG#WKHLU#EDFN/#

EHFDXVH# FXUUHQWO\# WKH\# DOVR# KDYH# WKHLU# RZQ# ILQDQFLDO# SUREOHPV

FDXVHG#E\#WKH#FUL0VLV1#7KLV#QHJDWLYH#FDSLWDO#PDUNHW#HIIHFW#ZLOO

UHGXFH#RU#HYHQ#VWRS#GDLO\#SURGXF0WLRQ#DFWLYLWLHV#RI#VPDOO#SURGXFHUV

ZKR#DUH#WRR#PXFK#GHSHQGHQW#RQ#IRUPDO#VRXUFHV#RI#FUHGLW#+H1J1#EDQN

ORDQV,# RU# RQ# FDSLWDO# DVVLVWDQFHV# IURP# WKHLU# ODUJHU# EXVLQHVV

SDUWQHUVKLSV1# 6HFRQG/# LQSXWV# PDUNHW# HIIHFWV=# WKH# SULFHV# RI# UDZ

PDWHULDOV#DQG#RWKHU#LQSXWV#KDYH#DOVR#LQFUHDVHG/#RQ#DYHUDJH#PRUH

WKDQ#533#SHUFHQW/#QRW#RQO\#EHFDXVH#VRPH#RI#WKHP#DUH#LPSRUWHG#LWHPV

EXW# DOVR# EHFDXVH# RI# GLVWRUWLRQV# LQ# GRPHV0WLF# SURGXFWLRQ# DQG

GLVWULEXWLRQ# V\VWHPV1# 7KLV# ZLOO# KDYH# D# QHJDWLYH# LPSDFW# RQ# 66,V

GHYHORSPHQW/#SDUWLFXODUO\#WKRVH#WKDW#XVXDOO\#ZRUN#RQ#VPDOOHU#SURILW

PDUJLQV#DQG#DUH#OHVV#DEOH#WKDQ#WKHLU#ODUJH#FRXQWHUSDUWV#WR#SDVV

SULFH# LQFUHDVHV# RQ# WR# WKHLU# FRQVXPHUV1# $FFRUGLQJ# WR# VRPH

LQIRUPDWLRQ/#PDQ\#+LI#QRW#DOO,#66,V#QRZ#RQO\#ZRUN#RQ#H[LVWLQJ#VWRFN

RI#UDZ#PDWHULDOV#ZKLFK#PD\#ODVW#405#PRQWKV/#ZKLOVW#PDQ\#RWKHU#66,V

KDYH#DOUHDG\#FORVHG#+%DSSHQDV#)#*7=/#4<<;,1#

:KHUHDV/#ZLWK#UHVSHFW#WR#WKH#SRVLWLYH#VXSSO\#VLGH#HIIHFW/#WKH

GHFOLQH#RI#HPSOR\PHQW#LQ#WKH#IRUPDO#VHFWRU#ZLOO#SURYLGH#D#UHDG\

VXSSO\#RI#ZRUNHUV#RU2DQG#SRWHQWLDO#HQWHUSUHQHXUV2SURGXFHUV#IRU#WKH

66,V/# DV# HPSOR\HU# RI# ODVW# UHVRUW1 $V# VKRZQ# EHIRUH/# DV# EXVLQHVV:



18

RI# HPSOR\PHQW# PRYHPHQW# IURP# DJULFXOWXUH# WR# UXUDO# QRQIDUP
DFWLYLWLHV/# LV# EHWZHHQ# %SXVK%# DQG# %SXOO%# IDFWRUV1# 7KH# IRUPHU
IDFWRUV#UHIHU#WR#WKRVH#ZKR#XQGHUWDNH#DQ#DFWLYLW\#IRU#ODFN#RI#ZRUN
DOWHUQDWLYHV/#WKXV#WKH\#DUH#%SXVKHG%#WR#GR#VR1#7KH#ODWWHU#RQHV
UHIHU# WR# WKH# DWWUDFWLRQV# RI# HQWUHSUHQHXUV1# :LWK# UHVSHFW# WR# WKH
%SXVK%#SKHQRPHQRQ/#LW#LV#RIWHQ#VWDWHG#LQ#WKH#OLWHUDWXUH#WKDW#66,V
LQ# GHYHORSLQJ# FRXQWULHV# IXQFWLRQ# PDLQO\# DV# D# ODVW# UHVRUW# IRU
WKH#SRRU2XQHPSOR\HG#SHRSOH1

DFWLYLWLHV#RI#PDQ\#FRPSDQLHV#LQ#,QGRQHVLD#DUH#VWDJQDWHG#RU#PDQ\

ILUPV# # QRZ# DUH# FORVHG# EHFDXVH# RI# WKH# FXUUHQW# FULVLV/# VRPH# 817

PLOOLRQ#ZRUNHUV#DUH#H[SHFWHG#WR#EH#GLVSODFHG#LQ#4<<;/#DQG#WKH#VDPH

VLWXDWLRQ#LV#DOVR#H[SHFWHG#WR#KDSSHQ#LQ#4<<<#+,/2/#4<<;,1#+RZHYHU/

EHFDXVH#PDQ\#RI#WKHVH#QHZ#XQHPSOR\HG#ZDJH#ZRUNHUV#FDQQRW#DIIRUG#WR

UHPDLQ#XQHPSOR\HG#IRU#ORQJ/#LW#LV#H[SHFWHG#WKDW#DURXQG#KDOI#RI#WKHP

ZLOO# EH# UH0DEVRUEHG# LQ# WKH# 66,V# DQG# RWKHU# LQIRUPDO# HFRQRPLF

DFWLYLWLHV#LQ#WKH#LQIRUPDO#VHFWRU1#6R/#WKLV#VR0FDOOHG#D#SRVLWLYH

ODERXU0VXSSO\# HIIHFW# RI# WKH# FULVLV# LV# H[SHFWHG# WR# LQFUHDVH# WKH

QXPEHU#RI#XQLWV#RI#66,#RU#ZRUNHUV#ZRUNLQJ#LQ#H[LVWLQJ#RQHV1#%XW/

WKLV# SRVLWLYH# ODERXU# VXSSO\# HIIHFW# LV# QRW# RQO\# FDXVHG# E\# WKH

LQFUHDVH# RI# RSHQ# XQHPSOR\PHQW/# EXW# SDUWO\# DOVR# LQGXFHG# E\# WKH

LQFUHDVH#RI#SRYHUW\#DQG#LQHTXDOLW\1#

2Q#WKH#GHPDQG0VLGH/#DV#DOVR#YDOLG#IRU#RWKHU#EXVLQHVVHV/#WKH

VWDELOLW\#RU#FRQWLQXLW\#RI#GHPDQG#LV#YHU\#LPSRUWDQW#IRU#66,V1#7KHUH

DUH#WKUHH#PDMRU#VRXUFHV#RI#PDUNHW#GHPDQG#IRU#WKH#SURGXFWV#RI#66,V=

+4,#FRPPXQLW\#+LQGLYLGXDO#FRQVXPHUV,/#+5,#EXVLQHVVHV#+ILUPV,/#DQG

+6,#JRYHUQPHQW#+H1J1#GHSDUWPHQWV,1#7KH#ILUVW#VRXUFH#UHSUHVHQWV#WKH

ILQDO#FRQVXPSWLRQ#GHPDQG#LQ#GRPHVWLF#DQG#H[SRUW#PDUNHWV/#ZKLOH#WKH

ODWWHU#WZR#VRXUFHV#FRPSULVH#WKH#LQWHUPHGLDWH#GHPDQG1#

:LWK#UHVSHFW#WR#WKH#VRXUFHV#RI#LQWHUPHGLDWH#GHPDQG/#GXULQJ#WKH

FULVLV#WKH#VWDELOLW\#RI#GHPDQG#IRU#66,V#SURGXFWV#GHSHQGV#PXFK#RQ

ZKHWKHU# RU# QRW# WKH# FRPSD0QLHV# RU# JRYHUQPHQW# GHSDUWPHQWV# +H1J1

GHYHORSPHQW#SURMHFWV,/#ZKR#KDYH#EXVLQHVV#UHODWLRQV#LQ#WKH#IRUP#RI

SURGXFWLRQ# RU# GHPDQG# OLQNDJHV# ZLWK# WKH# 66,V/# DUH# QHJD0WLYHO\

DIIHFWHG# E\# WKH# FULVLV1# ,I# WKH\# KDYH# WR# UHGXFH# RU# VWRS# WKHLU
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##### #$FFRUGLQJ#WR#(QJHOV*#/DZ/#DV#LQFRPH#LQFUHDVHV#WKH#GHPDQG;

VKLIWV#JUDGXDOO\#IURP#IRRG#WR#QRQ0IRRG#RU#PDQXIDFWXUHG#JRRGV#RU
IURP# VLPSOH# +WUDGLWLRQDO,# WRZDUGV# PRUH# VRSKLVWLFDWHG# +PRGHUQ,
PDQXIDFWXUHG#JRRGV>#RU#DV#VWDWHG#LQ#%LJJV#DQG#2SSHQKHLP#+4<;9,=#%2Q
WKH#GHPDQG#VLGH/#LQFUHDVHV#LQ#SHU#FDSLWD#LQFRPH#UHVXOW#LQ#D#VKLIW
DZD\#IURP#EDVLF#FRPPRGLWLHV#WRZDUGV#SURGXFWV#ZKLFK#UHTXLUH#D#PRUH
VRSKLV0WLFDWHG#RUJDQL]DWLRQ#RI#VXSSO\#DQG#GLYLVLRQ#RI#ODERU%#+S14,1
7KLV#VWUXFWXUDO#VKLIW#LQ#WKH#ILQDO#GHPDQG#OHDGV#WR#WKH#GHFUHDVH#LQ
WKH#PDUNHW#GHPDQG#IRU#LQIHULRU#JRRGV/#ZKLFK#DUH#PDLQO\#SURGXFHG#E\
66,V/# DQG# WKH# LQFUHDVH# LQ# WKH# PDUNHW# GHPDQG# IRU# KLJK# LQFRPH
HODVWLFLW\#JRRGV/#SURGXFHG#PDLQO\#E\#0/6,V1

DFWLYLWLHV/#WKLV#PD\#GHSUHVV#WKH#GHPDQG#IRU#WKH#66,V#SURGXFWV1#%XW/

WKH#FULVLV#PD\#DOVR#KDYH#D#SRVLWLYH#GHPDQG#HIIHFW#WKURXJK#WKHVH

LQWHUPHGLDWH#GHPDQG#VRXUFHV/#QDPHO\#E\#FUHDWLQJ#D#JUHDWHU#PDUNHW

RSSRUWXQLW\# IRU# WKH# 66,V1# %HIRUH# WKH# FULVLV# +EHIRUH# WKH

GHSUHFLDWLRQ#RI#PRUH#WKDQ#433(#RI#H[FKDQJH#UDWH#RI#UXSLDK#DJDLQVW

86#GROODU,/#PDQ\#GRPHVWLF#PHGLXP0DQG#ODUJH0VFDOH#LQGXVWULHV#+0/6,V,

ZHUH# XVHG# WR# LPSRUW# DOO# WKHLU# QHHGHG# FDSLWDO# DQG# LQWHUPHGLDWH

JRRGV1#%XW/#VLQFH#WKH#FULVLV#EHJDQ#WKH\#PXVW#FKDQJH#WKHLU#EHKDYLRU

DQG#VWDUW#WR#ILQG#WKHLU#QHHGHG#LQSXWV#IURP#GRPHVWLF#PDUNHW1#7KLV

FDQ#PHDQ#D#QHZ#GHPDQG#IRU#GRPHVWLF#66,V1#,Q#RWKHU#ZRUGV/#FXUUHQWO\

WKHUH# LV# D# ODUJH# SRWHQWLDO# IRU# WKH# GHYHORSPHQW# RI# VPDOO0VFDOH

LPSRUW#VXEVWLWXWLRQ#LQGXVWULHV#LQ#,QGRQHVLD1

:LWK# UHVSHFW# WR# WKH# ILQDO# FRQVXPSWLRQ# GHPDQG/# LW# LV# WKH

SULPDU\# VRXUFH# IRU# WKH# 66,V# SURGXFWV# ZKLFK# JHQHUDWHG# IURP# WKH

LQFRPHV#RI#GRPHVWLF#+UXUDO#DQG#XUEDQ,#DQG#WR#D#VPDOOHU#H[WHQW#IURP

IRUHLJQ# FRQVXPHUV1# ,Q# WKLV# UHVSHFW/# ZKHWKHU# WKH# LPSDFW# RI# WKH

FULVLV#RQ#66,V#ZLOO#EH#QHJDWLYH#RU#SRVLWLYH/#LW#GHSHQGV#RQ#WKH

UHODWLRQ# EHWZHHQ# WKH# W\SHV# RI# JRRG# SXUFKDVHG# DQG# WKH# OHYHO# RI

LQFRPH#RI#FRQVX0PHUV1#)URP#WKHLU#QDWXUH/#LI#66,V#SURGXFH#LQIHULRU

+RU#QRQ0LQIHULRU,#JRRGV#KDYLQJ#QHJDWLYH#+SRVLWLYH#DQG#KLJK,#LQFRPH

HODVWLFLW\#RI#GHPDQG/#WKHQ/#WKHRUHWLFDOO\/#LW#FDQ#EH#H[SHFWHG#WKDW

ZKHQ# LQFRPH# LQFUHDVHV/# WKH# GHPDQG# IRU# VXFK# JRRGV# GHFUHDVHV

+LQFUHDVHV,1 #;
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# # # # # # 7KHUH# LV# VRPH# DQHFGRWDO# HYLGHQFH# WKDW# WKLV# VKLIW# LV<

RFFXUULQJ1# )RU# H[DP0SOH/# D# YHU\# OLPLWHG# VXUYH\# RI# SURGXFHUV# RI
VQDFNV#LQGLFDWHG#WKDW#ZKLOH#WKHUH#LV#D#VKDUS#GRZQWXUQ/#WKH#66,V
SURGXFLQJ# FDVVDYD# VQDFNV# KDYH# H[SHULHQFHG# DQ# LQFUHDVH# LQ# WKHLU
GHPDQG#DV#FRQVXPHUV#VZLWFK#IURP#KLJKHU#SULFHG#VQDFNV/#PDQ\#RI#ZKLFK
DUH#SURGXFHG#E\#ODUJH#ILUPV/#WR#ORZHU#SULFHG#RQHV#SURGXFHG#E\#WKHVH
66,V#+7$)/#4<<;,1

1RZ/#JLYHQ#WKH#IDFW#WKDW#JRRGV#SURGXFHG#E\#66,V#LQ#,QGRQHVLD

DUH# SXUFKDVHG# PDLQO\# E\# FRQVXPHUV# IURP# ORZ# DQG/# WR# D# FHUWDLQ

H[WHQW/#PLGGOH#LQFRPH#JURXSV#RI#WKH#SRSXODWLRQ/#WKHQ#WKH#LPSRUWDQW

TXHVWLRQ#QRZ#LV=#ZKR#ZLOO#EH#DIIHFWHG#PRVW#E\#WKH#FULVLV=#WKH#ULFK

RU#WKH#SRRU#RU#WKH#PLGGOH#FODVV"#:LWK#DQ#DQDO\WLFDO#IUDPH0ZRUN#+DQ

LQFRPH#HODVWLFLW\#DSSURDFK,/#WKH#K\SRWKHVLV#FDQ#EH#IRUPXODWHG#DV

IRO0ORZV=# LI# RQO\# WKH# UHDO# LQFRPH# RI# WKH# ULFK# GHFOLQHV/# WKHQ

RYHUDOO/#WKH#HIIHFWLYH#GHPDQG#IRU#66,V#JRRGV#ZLOO#LQFUHDVH=#WKH

GHFOLQH# LQ# SXUFKDVLQJ# SRZHU# RI# WKH# ULFK# LV# OLNHO\# WR# FDXVH# D

VXEVWLWXWLRQ#DIIHFW#IURP#H[SHQVLYH#LPSRUWHG#JRRGV#RU#JRRGV#PDGH#E\

GRPHVWLF# ODUJH# FRPSDQLHV# WR# ORFDOO\# SURGXFHG# ORZHU# TXDOLW\# DQG

SULFHG#JRRGV1 %XW/#ZKHQ#WKH#UHDO#LQFRPH#RI#WKH#SRRU#LV#DIIHFWHG<

PRVW#E\#WKH#FULVLV/#WKHQ#WKH#HIIHFWLYH#GHPDQG#IRU#66,V#JRRGV#ZLOO

GHFOLQH1#,I#WKH#FULVLV#DIIHFW#DOO#WKH#WKUHH#LQFRPH#JURXSV/#EXW#ZLWK

GLIIHUHQW#PDJQLWXGHV/#WKHQ#WKH#QHW#HIIHFW#RI#LW#FDQ#EH#SRVLWLYH/

]HUR#RU#QHJDWLYH#+7DEOH#8,1#

)LQDOO\/# ZLWK# UHVSHFW# WR# WKH# H[SRUW# RSSRUWXQLW\# IRU# 66,V/

WKHRUHWLFDOO\/#LW#FDQ#EH#H[SHFWHG#WKDW#WKH#GHSUHFLDWLRQ#RI#UXSLDK

DJDLQVW#WKH#86#GROODU#ZLOO#SXVK#XS#WKH#H[SRUW#YROXPH#RI#,QGRQHVLD/

LQFOXGLQJ#66,V#SURGXFUV1#%XW/#VR#IDU#WKHUH#LV#QR#VWURQJ#HYLGHQFH

ZKLFK#VXSSRUWV#WKLV#WKHRUHWLFDO#H[SHFWDWLRQ#WKDW#WKH#H[SRUW#RI#WKH

FRXQWU\#ZLOO#LQFUHDVH#VLJQLILFDQWO\1#0DQ\#RWKHU#IDFWRUV#PD\#DOVR

SOD\#DQ#LPSRUWDQW#UROH#LQ#GHWHUPLQLQJ#WKH#H[SRUW#SHUIRUPDQFH#RI

66,V#VXFK#DV#SURGXFWLRQ#FDSDFLW\/#TXDOLW\#RI#SURGXFWV/#V\VWHPV#RI

PDUNHWLQJ/# SURPRWLRQ# DQG# GLVWULEXWLRQ/# WKH# SURFXUHPHQW# RI# UDZ
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##### #$FDGHPLF#UHVHDUFKHUV#KDYH#VRXJKW#WR#LGHQWLI\#IDFWRUV#WKDW43

VXSSRUW#DQG#KLQGHU#66,V#LQ#WKHLU#HIIRUWV#WR#LQFUHDVH#WKHLU#H[SRUWV
RU# WR# JOREDOLVH1# 7KH\# KDYH# IRXQG# WKDW# DWWLWXGHV/# YDOXHV/
SHUFHSWLRQV#RI#ULVN/#FRQWLQXRXV#OHDUQLQJ/#PDQDJHULDO#DQG#PDUNHWLQJ
VNLOOV/#DYDLODELOLW\#RI#UHVRXUFHV#+LQFOXGLQJ#ILQDQFLDO#UHVRXUFHV,/
DGMXVWPHQW#RI#RUJDQLVDWLRQDO#VWUXFWXUH/#DQG#WKH#DYDLODELOLW\#DQG
HIIHFWLYH# XVH# RI# LQIRUPDWLRQ/# H[SDQGLQJ# WUDGH# DQG# FRPPHUFLDO
PRYHPHQWV/# GLIIHUHQ0FHV# LQ# QDWLRQDO# YDOXHV/# ODQJXDJH/# FXOWXUH/
HFRQRPLF#VWUXFWXUHV/#LQVWLWXWLRQV/#DQG#KLVWRULHV/#WKH#GLVWULEXWLRQ
RI#ZHDOWK#EHWZHHQ#FRXQWULHV/#WKH#OHYHO#RI#SURWHFWLRQ#+L1H1#WDULII
DV#ZHOO#DV#QRQ0WDULII#EDUULHUV#SROLFLHV,/#H[FKDQJH#UDWH#SROLFLHV/
UHG# WDSH# DQG# RWKHU# XQQHFHVVDU\# DGPLQLVWUDWLRQ# SURFHGXUHV/# DQG
PXOWLODWHUDO/#UHJLRQDO/#DQG#ELODWHUDO#WUDGH#SROLFLHV#DUH#NH\#PDFUR
LVVXHV#WKDW#LQGLUHFWO\#RU#GLUHFWO\#DIIHFW#WKH#DELOLW\#RI#66,V#WR
HQWHU# JOREDO# PDUNHWV1# 7KHVH# VWXGLHV# VXJJHVW# WKDW# D# FRPSHWLWLYH
SULFH# WKRXJK#VWLOO#LPSRUWDQW#GRHV#QRW#SOD\#DV#WKH#PRVW#FUXFLDO
IDFWRU#LQ#GHWHUPLQLQJ#WKH#VXFFHVVIXO#RI#66,V#LQ#HQWHULQJ#WKH#JOREDO
PDUNHW1#6HH/#D1R1#+LQH#DQG#.HOO\#+4<<:,/#-DIIH#DQG#+DQRFK#+4<<7,/
$[LQQ/#HW#DO#+4<<7,/#+DDU#+4<<8,/#DQG#0RLQL#+4<<8,1

PDWHULDOV#DQG#RWKHU#QHFHVVDU\#LQSXWV/#VNLOO/#DQG#WHFKQRORJ\#XVHG143

7DEOH#8=#7KH#+\SRWKHVLV#DERXW#WKH#,PSDFW#RI#7KH#'HFOLQH#RI#,QFRPH
RQ#WKH#'HPDQG# ###IRU#66,V#*RRGV#E\#'LIIHUHQFHV#LQ#WKH#,QFRPH#*URXS
DQG#1DWXUH#RI#WKH#############*RRGV1
#################################################################
###############################################7KH#LQFRPH########
&KDQJH#LQ
,QFRPH#########7KH#QDWXUH#########HODVWLFLW\##########GHPDQG#DV
JURXS##########RI#SURGXFW#########RI#GHPDQG###########LQFRPH
LQFUHDVHV
0000000000000000000000000000000000000000000000000000000000000000000
00000000000
41#+LJK#########YHU\#LQIHULRU####QHJDWLYH#)#ODUJH#####LQFUHDVH
VLJQLILFDQWO\
###############
51# 0LGGOH# # # # # # # LQIHULRU2OHVV# # # # QHJDWLYH# )# VPDOO2# #
LQFUHDVH2GHFUHDVH
################LQIHULRU#########SRVLWLYH#)#VPDOO#####

61#%DZDK########YHU\#QRQ0########SRVLWLYH#)#ODUJH#####GHFUHDVH
VLJQLILFDQWO\
################LQIHULRU######################################
#################################################################
############
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)XUWKHU/# LQ# WKH# OLWHUDWXUH/# LW# LV# JHQHUDOO\# FRQVLGHUHG# D

FRPSHWLWLYH#DGYDQWDJH#RI#66,V#WKDW#WKH\#DUH#DEOH#WR#UHVSRQG#RU#WR

DGMXVW#WKHLU#SURGXFWLRQ#TXLFNO\#DQG#IOH[LEO\#WR#VXGGHQ#DQG#UDSLG

HFRQRPLF# RU# PDUNHW# FKDQJH# WKURXJK# FORVH# FRQWDFW# ZLWK# WKHLU

FXVWRPHUV# DQG# E\# SURGXFLQJ# D# ODUJH# YDULHW\# RI# JRRGV# LQ# VPDOO

EDWFKHV#+%DHN/#4<<5,1#$OVR/#EHFDXVH#RI#WKH#ORZ#VXQN#FRVW/#LW#LV

RIWHQ# VDLG# WKDW# 66,V# DUH# DEOH# WR# FORVH# YHU\# TXLFNO\# ZLWKRXW

LQFXUULQJ#JUHDW#ORVVHV#+'LHUPDQ#HW#DO1/#4<<;,1#,Q#IDFW/#WKLV#LV#QRW

RQO\#D#VWUHQJWK/#EXW#FDQ#DOVR#EH#VHHQ#DV#D#ZHDNQHVV#RI#66,V1#,W#LV

D#VWUHQJWK#LQ#VR#IDU#WKH\#FDQ#TXLFNO\#DGMXVW#WR#FKDQJLQJ#PDUNHW

FRQGLWLRQV/# EXW# D# ZHDNQHVV# EHFDXVH# VPDOO# EXW# VXGGHQ# HFRQRPLF

IOXFWXDWLRQV#ZLOO#FDXVH#WKH#UDSLG#H[LVW#RI#D#ODUJH#QXPEHU#RI#66,V

OHDGLQJ#WR#XQHPSOR\PHQW#DQG#ORVV#RI#LQFRPH1#,Q#UHVSRQVH#WR#UDSLG

FKDQJH#LQ#D#UDQJH#RI#HFRQRPLF#YDULDEOHV#VXFK#DV#LQWHUHVW#UDWHV/

FRVW#RI#LQSXWV#DQG#FKDQJLQJ#SDWWHUQV#RI#GHPDQG/#PD\#EH#EHFDXVH#RI

WKHLU# *VPDOOQHVV*/# 66,# ZLOO# UHSRVLWLRQ# WKHPVHOYHV# TXLFNO\# E\

FORVLQJ#GRZQ#DQG2#RU#VWDUWLQJ#QHZ#DFWLYLWLHV1#$V#D#JHQHUDO#UXOH#DQG

JLYHQ#WKH#ORZ#FRVW#RI#HQWU\#DQG#H[LW/#WKH#JUHDWHU#WKH#HFRQRPLF

WXUQPRLO/#WKH#KLJKHU#WKH#UDWH#RI#66,V#WXUQRYHU#LQ#VWDUWXSV#DQG

FORVXUHV#+'LHUPDQ#HW#DO1/#4<<;,1##

0/LPLWHG#HYLGHQFH

$OWKRXJK#66,V#DUH#VDLG#WR#EH#YHU\#IOH[LEOH#DQG#UHVLOLHQW#LQ

FRPSDULVRQ#ZLWK#WKHLU#ODUJHU#FRXQWHUSDUWV/#D#FORVHU#ORRN#DW#WKH

DFWXDO#VLWXDWLRQ#LQ#WKHP#ZRXOG#UHYHDO#WKDW#WKH\#DUH/#RQ#EDODQFH/

PRUH#QHJDWLYHO\#WKDQ#SRVLWLYOH\#DIIHFWHG#E\#WKH#FXUUHQW#ILQDQFLDO

DQG#HFRQRPLF#FULVLV1#(YHQ#PDQ\#RI#WKH#VWURQJHU#ILUPV#KDYH#DOUHDG\

EHHQ#IRUFHG#WR#FORVH#GRZQ1#%DSSHQDV#DQG#*7=#+4<<;,#KDV#HVWLPDWHG

WKDW# LQ# WKLV# FXUUHQW# VLWXDWLRQ/# 66,V# WKDW# FRXOG# EH# ODEHOHG# DV

%YLDEOH#DQG#SURPLVLQJ%#WKDW#KDYH#D#FOHDU#SRVVLELOLW\#IRU#VXUYLYDO

DQG#JURZWK#DUH#UHSUHVHQWLQJ#SHUKDSV#QRW#PRUH#WKDQ#5(#RI#WKH#WRWDO
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RI#DOPRVW#6#PLOOLRQ#XQLWV1#

)URP#PDQ\#QHZV0SDSHUV*#UHSRUWV/#66,V#DUH#OLNHO\#WR#ZHDWKHU#WKH

FULVLV#EHVW#DUH#WKRVH#WKDW#FDWHU#IRU#H[SRUW#PDUNHW#DQG#XVH#PXFK

ORFDO# UDZ# PDWHULDOV# RU# RWKHU# LQSXWV1# )RU# LQVWDQFH/# KDQGLFUDIW

LQGXVWULHV# LQ# %DOL# DQG# ZHDYLQJ# LQGXVWULHV# LQ# 7DVLNPDOD\D# +:HVW

-DYD,# JRW#PRUH#RUGHUV#IURP#DEURDG#IRU#WKHLU#SURGXFWV#VLQFH#WKH

FULVLV#RI#UXSLDK#VWDUWHG#ODVW#\HDU1#$QRWKHU#H[DPSOH/#WKH#H[SRUWV#RI

IXUQLWXUH#66,V#LQ#-HSDUD#+&HQWUDO#-DYD,/#WKDW#XVH#ORFDOO\#VRXUFHG

LQSXWV#DQG#KHQFH#SD\#LQ#UXSLDK#EXW#HDUQ#WKHLU#UHYHQXHV#LQ#IRUHLJQ

FXUUHQFLHV#+PDLQO\#86#GROODU,/#KDYH#DFWXDOO\#LQFUHDVHG#DV#D#UHVXOW

RI#WKH#VWHHS#UXSLDK#GHSUHFLDWLRQ1#

$#UHODWHG#FDVH#LV#WKH#VXFFHVVIXO#H[SRUW0RULHQWHG#LQGXVWU\#LQ

WKH#WUDGLWLR0QDO#OXULN#FORWKH#ZHDYLQJ#LQGXVWU\#ORFDWHG#LQ#&HSHU/

.ODWHQ# GLVWULFW# +&HQWUDO# -DYD,/# ZKLFK# DOVR# ODUJHO\# FRQVLVWV# RI

66,V1#'HVSLWH#WKH#IDFW#WKDW#WKHVH#VPDOO0VFDOH#OXULN#SURGXFHUV#XVH

KDQGORRPV#UDWKHU#WKDQ#SRZHU#ORRPV/#WKH\#KDYH#EHHQ#DEOH#WR#WKULYH#DV

WKH\# SURFXUH# WKHLU# UDZ# PDWHULDOV# +H1J1# ILEHUV# GHULYHG# IURP# WKH

WUXQNV# RI# EDQDQD# WUHHV/# UDPL/# ILEEHU# IURP# SLQHDSSOH# SODQWV,

ORFDOO\/#ZKLOH#WKH#EXON#RI#WKHVH#SURGXFWV#DUH#VROG#RYHUVHDV/#PRVWO\

WR# PDUNHWV# LQ# WKH# 86/# -DSDQ/# :HVWHUQ# (XURSH/# DQG# $XVWUDOLD

+'LHUPDQ/#HW#DO1/#4<<;,1##

7KH# DERYH# HYLGHQFH# PD\# VXJJHVW# WKDW# SDUWLFXODUO\# 66,V# LQ

DJULFXOWXUDO#EDVHG#JRRGV#+DJURLQGXVWU\,/#L1H1#IRRG0SURFHVVLQJ#DQG

QRQ0IRRG# SURFHVVLQJ# VXFK# DV# ZRRG/# OHDWKHU/# UDWWDQ# DQG# EDPERR

SURGXFWV/# DQG# RWKHU# JRRGV# XVLQJ# ORFDO# QDWXUDO# UDZ# PDWHULDOV

SURGXFLQJ# IRU# WKH# H[SRUW# PDUNHW# VKRXOG# KDYH# D# JRRG# FKDQFH# RI

VXUYLYDO#GXULQJ#WKLV#FULVLV1#7KHLU#FKDQFHV#DUH#EHWWHU#EHFDXVH/#DV

SUHYLRXVO\#PHQWLRQHG/#WKH\#GR#QRW#UHO\#KHDYLO\#RQ#IRUPDO#FUHGLW/#VR

DUH#OHVV#DIIHFWHG#E\#WKH#OHWWHUV#RI#FUHGLW#SUREOHP1#1HYHUWKHOHVV/

WKH#SLFWXUH#RI#H[SRUW0RULHQWHG#66,V#LQ#WKH#ZDNH#RI#WKH#FULVLV#KDV

QRW# DOWRJHWKHU# EHHQ# VXFFHVVIXO# DV# VRPH# 66,V# KDYH# GLIILFXOWLHV

GXULQJ#WKH#FULVLV1#)RU#LQVWDQFH/#VPDOO0VFDOH#H[SRUW#SURGXFHUV#DQG
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# # # # # # 7KLV# SURFHVV# RI# DGMXVWPHQW# FDQ# EH# H[SHFWHG# WR# OHDG# WR44

VLJQLILFDQW#FKDQJHV#LQ#WKH#QXPEHU#DQG#GLVWULEXWLRQ#RI#66,V#E\#W\SH
RI# DFWLYLW\# DQG# ORFDWLRQ1# )RU# H[DPSOH/# WKH# FULVLV# VHHPV# WR# EH
KDYLQJ#D#GLIIHUHQWLDO#LPSDFW#RQ#66,V#DFURVV#UHJLRQV#LQ#WKH#FRXQWU\1
6RPH#VRXUFH#RI#LQIRUPDWLRQ#VXJJHVWV#WKDW#WKH#FULVLV#LV#KDYLQJ#D
OHVV#QHJDWLYH#LPSDFW#RQ#66,V#RXWVLGH#-DYD1#7KLV#PD\#EH#GXH#WR#WKH
UHOD0WLYHO\# JUHDWHU# H[WHQW# WKDW# 66,V# LQ# WKH# RXWHU# LVODQGV# KDYH
EHQHILWHG#IURP#WKH#UXSLDK#GHSUHFLDWLRQ#DV#PDQ\#RI#WKHLU#DFWLYLWLHV
DUH#EDVHG#RQ#ORFDO#UHVRXUFHV#DQG#DUH#H[SRUW0RULHQWHG/#LQFOXGLQJ
DJULFXOWXUH#DQG#IRRG0SURFHVVLQJ#+7$)/#4<<;,1

H[SRUWHUV#ORFDWHG#LQ#DQG#DURXQG#%DQGXQJ#+:HVW#-DYD,/#&HQWUDO#-DYD/

DURXQG#-DNDUWD/#DQG#LQ#%DOL1#7R#WKH#H[WHQW#WKDW#WKHLU#RSHUDWLRQV

DUH#GHSHQGHQW#RQ#D#VWHDG\#LQIORZ#RI#LPSRUWHG#FORWK#DQG#RWKHU#UDZ

PDWHULDOV/#WKH#VWHHS#UXSLDK#GHSUHFLDWLRQ#DQG#WKH#XQZLOOLQJQHVV#RI

RYHUVHDV#EDQNV#WR#DFFHSW#WKH#/&V#LVVXHG#E\#,QGRQHVLDQ#EDQNV#RQ

WKHLU#EHKDOI#KDV#FDXVHG#JUHDW#GLIILFXOWLHV#WR#WKHVH#JDUPHQW#60,V#WR

FRQWLQXH#WKHLU#RSHUDWLRQV#+'LHUPDQ/#HW#DO1/#4<<;,1

%XW/#WKHUH#LV#OLPLWHG#HYLGHQFH#VKRZV#WKDW#VRPH#ORFDO#PDUNHW0

RULHQWHG#66,V#KDYH#PDQDJHG#WR#WKULYH#GXULQJ#WKLV#HFRQRPLF#FULVLV1

,W#GHSHQGV#RQ#KRZ#TXLFN#WKH#HQWHUSULVHV#FDQ#VZLWFK#WKHLU#SURGXFWLRQ

LQ# FRSLQJ# ZLWK# WKH# FKDQJLQJ# VLWXDWLRQ1# )RU# H[DPSOH/# WKH# PHWDO

ZRUNLQJ#LQGXVWU\/#D#GRPHVWLF#RULHQWHG#LQGXVWU\#ODUJHO\#PDGH#XS#RI

66,V/#KDV#EHHQ#DEOH#WR#SURILW#IURP#WKH#FULVLV#E\#TXLFNO\#VZLWFKLQJ

WR#SURGXFWLRQ#RI#QDLOV/#ODWFKHV/#DQG#GRRU#EROWV1#%HIRUH#WKH#FULVLV/

WKHVH# JRRGV# ZHUH# ODUJHO\# LPSRUWHG# IURP# &KLQD/# 7DLZDQ# DQG# ,WDO\

+'LHUPDQ/# HW# DO/# 4<<;,1 ,Q# DGGLWLRQ/# DV# D# UHVXOW# RI# WKH44

LQWURGXFWLRQ# E\# WKH# ,QGRQHVLDQ# JRYHUQPHQW# RI# SXEOLFO\# IXQGHG/

ODERU0LQWHQVLYH#SXEOLF#ZRUN#SURMHFWV/#WKH#GHPDQG#IRU#ORFDOO\#PDGH

VSDGHV/#UXEELVK#ELQV/#DQG#KRHV#KDV#LQFUHDVHG#UDSLGO\1#7KLV#LQFUHDVH

LQ#GHPDQG#KDV#ODUJHO\#EHHQ#PHW#E\#66,V#SURGXFLQJ#IRU#WKH#ORFDO

PDUNHW1

6LQFH#WKH#FULVLV#VWDUWHG#LQ#PLG04<<:#XS#WR#WKH#SUHVHQW/#QR

VHULRXV2#FRPSUH0KHQVLYH#VWXGLHV#KDYH#EHHQ#PDGH#\HW#WR#LQYHVWLJDWH

WKH#RYHUDOO#LPSDFW#RI#WKH#FXUUHQW#FULVLV#RQ#,QGRQHVLD*V#66,V1#6R
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##### #$V#SUHYLRXVO\#H[SODLQHG/#66,V#LV#KLJKO\#GLYHUVH#QRW#RQO\45

EHWZHHQ# GLIIHUHQW# VXEVHFWRUV# EXW# DOVR# WR# VRPH# H[WHQW# ZLWKLQ# D
VXEVHFWRU#DQG/#VR/#WKH#LPSDFWV#RI#WKH#FULVLV#PD\#YDU\#FRQVLGHUDEO\
GHSHQGLQJ#RQ#IDFWRUV#VXFK#DV#W\SHV#RI#SURGXFWV#PDGH/#VRXUFHV#RI
FDSLWDO/# LQWHUQDO# DQG# H[WHUQDO# FRQVWUDLQWV# IDFHG# DQG# PDUNHW
RULHQWD0WLRQ1

IDU/#WKHUH#DUH#RQO\#YHU\#IHZ#VPDOO#VXUYH\V#LQ#FHUWDLQ#VXEVHFWRUV

DQG#UHJLRQ/#VRPH#RI#WKHP#DUH#VWLOO#XQGHUZD\/#DQG#DQHFGRWDO#HYLGHQFH

IURP#VRPH#QHZVSDSHUV#DV#GLVFXVVHG#DERYH#ZKLFK#PD\#VXJJHVW#WKDW#WKH

FULVLV#LV#DGYHUVHO\#DIIHFWLQJ#PDQ\#+LI#QRW#DOO,#66,V#EXW#QRW#DOO#LQ

WKH#VDPH#ZD\#RU#WR#WKH#VDPH#H[WHQW1 ,Q#DGGLWLRQ/#'HSDUWPHQW#RI45

&RRSHUDWLYH# DQG# 6PDOO# DQG# 0HGLXP# (QWUHSUHQHXU# +'HSNRS# )# 3.0,

WKURXJK#LWV#ORFDO#RIILFHV#KDV#FRQGXFWHG#D#VXUYH\#RI#4:8/<36#VPDOO

HQWHUSULVHV#LQ#YDULRXV#VHFWRUV#LQ#DOO#5:#SURYLQFHV#LQ#WKH#FRXQWU\1

0RVW#RI#WKHVH#VXUYH\HG#VPDOO#HQWHUSULVHV#KDYH#EHHQ#IRXQG#LQ#UXUDO

DUHDV1#7KH#UHVXOW#RI#WKH#VXUYH\#VKRZV#WKDW#:8/7865#+76(,#KDG#FORVHG

WKHLU#EXVLQHVV1#2I#WKH#UHPDLQGHU/#DV#VKRZQ#LQ#7DEOH#9/#77/638#+58(,

KDG#H[SHULHQFHG#D#GHFOLQH#LQ#DFWLYLW\#DQG#64/45:#+4;(,#KDG#VWRSSHG

DFWLYLW\# EXW# QRW# \HW# RIILFLDOO\# FORVHG1# 2I# WKH# QLQH# VHFWRUV/

KXVEDQGU\/#PLQLQJ/#DQG#PDQXIDFWXULQJ#LQGXVWU\#KDG#IDUHG#WKH#ZRUVW1

7DEOH#9#,PSDFW#RI#WKH#&XUUHQW#&ULVLV#RQ#6PDOO#(QWHUSULVHV#LQ#6RPH
#####################6HFWRUV#RI#WKH#(FRQRP\/#$SULO#4<<;
#################################################################
6HFWRU######################'HFOLQH#+(,##########&ORVH#+(,#######

+XVEDQGU\######################75##################64
0LQLQJ#########################83##################56
0DQXIDFWXULQJ#,QGXVWU\#########5;##################68
&RQVWUXFWLRQ###################45###################8
7UDGH/#KRWHOV#DQG#UHVWDXUDQWV##53###################8
7UDQVSRUW#DQG#&RPPXQLFDWLRQ#####9##################43
6HUYLFHV#######################74###################7
#################################################################
6RXUFH=#'HSNRS#)#3.0#+4<<;,1

7KH#UHVXOW#RI#WKLV#VXUYH\#DQG#RWKHU#HYLGHQFH#GLVFXVVHG#DERYH

VHHP#WR#VXSSRUW#VWURQJO\#WKH#WKHRUHWLFDO#DVVHVVPHQW#JLYHQ#EHJRUH/

WKDW#LV/#WKHUH#DUH#DW#OHDVW#WKUHH#IDFWRUV#ZKLFK#KDYH#VLJQLILFDQW
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##### #$FFRUGLQJ#WR#WKH#$VLD#)RXQGDWLRQ#UHSRUW/#66,V#VXSSO\LQJ46

LQSXWV# WR# 0/6,V/# SDUWLFXODUO\# WKRVH# SURGXFLQJ# JRRGV# DLPHG# DW
GRPHVWLF#PDUNHWV/#DUH#DPRQJ#WKH#KDUGHVW#KLW#+7$)/#4<<;,1

LPSOLFDWLRQV#IRU#WKH#KHDOWK#RI#66,V#GXULQJ#WKH#FULVLV1#2QH#RQ#WKH

GHPDQG#VLGH=#WKH#ZHDN#GRPHVWLF#GHPDQG#VLWXDWLRQ#IRU#WKHLU#SURGXFWV

FDXVHG#E\#WKH#GHFOLQH#LQ#SXUFKDVLQJ#SRZHU#RI#WKH#LQGLYLGXDO#FRQVX0

PHUV/#LQFOXGLQJ#IURP#WKH#ORZ0LQFRPH#JURXS/#LQ#FRPELQDWLRQ#ZLWK#WKH

GHFOLQH# LQ# SURGXFWLRQ# YROXPHV# RI# 0/6,V# ZKLFK# KDYH# SURGXFWLRQ

OLQNDJHV#ZLWK#66,V/ DQG#WZR#IDFWRUV#RQ#WKH#VXSSO\#VLGH=#WKH#RYHUDOO46

VFDUFLW\#RI#FUHGLW#FRPELQHG#ZLWK#WKH#VWHHS#LQFUHDVH#LQ#LQWHUHVW

UDWH#DV#D#UHVXOW#RI#WKH#PDMRU#GLVUXSWLRQV#RI#WKH#EDQNLQJ#VHFWRU/

DQG#WKH#VWHHS#ULVH#LQ#WKH#SULFHV#RI#WKHLU#UDZ#PDWHULDOV#DQG#RWKHU

LQSXWV1#

:LWK#UHVSHFW#WR#WKH#VXSSO\#VLGH/#WKH#ULVH#LQ#WKH#FRVW#RI#UDZ
PDWHULDOV#EHFDXVH#RI#WKH#VWHHS#UXSLDK#GHSUHFLDWLRQ#FDXVHV#D#VHULRXV

SUREOHP# IRU# PDQ\# 66,V# HVSHFLDOO\# LQ# KLJKO\# LPSRUW0LQWHQVLYH

VXEVHFWRUV#VXFK#DV#WH[WLOH/#PHWDOV/#DQG#IRRWZHDU1#$#UHVXOW#RI#D

VWXG\#IURP#$.$7,*$#ZLWK#D#VPDOO#VXUYH\#FRQGXFWHG#GXULQJ#-DQXDU\0

0DUFK#4<<;#RQ#66,V#LQ#D#QXPEHU#RI#ORFDWLRQ#LQ#UXUDO#:HVW#-DYD#VKRZV

DQ#LQWHUHVWLQJ#IDFW#WKDW#HYHQ#LQ#WUDGLWLRQDO#FRPPRGLWLHV#VXFK#DV

IRRWZHDU# DQG# WH[0WLOH/# 66,V# DUH# YHU\# GHSHQGHQW# RQ# LPSRUWHG

PDWHULDOV># VR/# WKH\# DUH# YHU\# KXUW# E\# WKH# UXSLDK# GHSUHFLDWLRQ

+$.$7,*$/#4<<;,1#7KH#UHVXOW#VKRZV#WKDW#WKH#LQFUHDVH#RI#SULFHV#LQ

UXSLDK#RI#LPSRUWHG#LQSXWV#FDQ#UHDFK#XS#WR#PRUH#WKDQ#933(>#DOWKRXJK

LW#YDULHV#DPRQJ#GLIIHUHQW#JURXSV#RI#LQGXVWU\#+7DEOH#:,1#$OVR/#WKH

SRZHU#RI#UHVLV0WDQFH#DQG#WKH#VWUDWHJ\#+UHVSRQVH,#RI#WKH#LQGLYLGXDO

SURGXFHUV#LQ#WKH#VDPSOH#LQ#GHDOLQJ#ZLWK#WKH#FULVLV#KDYH#EHHQ#IRXQG

YDU\#DPRQJ#GLIIHUHQW#VXEVHFWRUV#+7DEOH#;#DQG#7DEOH#<,1

7DEOH#:#7KH#,QFUHDVHV#RI#,PSRUW#&RVWV#H[SHULHQFHG#E\#66,#LQ#WKH
6DPSOH#LQ###############6HOHFWHG#6XEVHFWRUV#FDXVHG#E\#WKH#5XSLDK
'HSUHFLDWLRQ1
#################################################################
###############################################,QFUHDVH#RI#SULFHV
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6XE0##########,PSRUW##############RI#LPSRUWHG#LQSXWV#####3HUFHQWDJH
RI
VHFWRU########FRPSRQHQWV##########LQ#UXSLDK#+(,##########SURGXFWLRQ
FRVW#

)RRWZHDU#####OHDWKHU/#OHDWKHU########78#0#833################43#0
;3
#############LPLWDWLRQ/#JOXH/
#############VROH/#HWF1

7H[WLOH######\DUQ/#HTXLSPHQW/########433#0#947###############93#0
:3
#############SRO\HVWHU/#FRORXU
#############PDWWHU/#VLON/#HWF1

)RRG#########VR\EHDQ/#SODVWLF#########83#0#583###############53#0
<8
#############+SDFNLQJ,/#ER[HV/
#############PDL]H/#HWF1

6LOYHU#######VLOYHU##################433#0#933#################:8
KDQGLFUDIW

)XUQLWXUH####WKLQQHU/#+ 2 /###########478#0#733################485 5

IURP#URWWDQ##SODVWLF/#VWHSOHVV/
#############SDSHU/#VFUHZ#QDLO/
#############SROLVK#PDWHULDO/#HWF1
#################################################################
#########
6RXUFH=#$.$7,*$#+4<<;,1

7DEOH#;#3RZHU#RI#UHVLVWDQFH#RI#66,V#LQ#6HOHFWHG#6XEVHFWRUV#'XULQJ
WKH#&ULVLV
#################################################################
############
SHUFHQWDJH#RI
FORVHG#66,V#########6XEVHFWRU####################H[SODQDWLRQ#####
#########
###!#;3########IRRWZHDU/#WH[WLOH/###########SULFHV#RI#UDZ#PDWHULDOV
KDYH
###############VR\EHDQ#FDNH#+WDKXý÷ýWHPSH,##LQFUHDVHG#H[WUHPHO\
KLJK/
############################################WKH\#DUH#GLIILFXOW#WR
JHW/#DQG#PXVW##############################################EH#SDLG
LQ#FDVK1#2QO\#HQWUHSUHQHXUV
############################################ZLWK#VWURQJ#FDSLWDO#FDQ
VXUYLYH1
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#83#0#;3#######PHWDO#ZRUNLQJ/#HPEURLGHU\####WKH#RQO\#GRPHVWLF
PDUNHW#+VWDWH###############################################
FRPSDQLHV,#LV#FROODSVH#+IRU#PHWDO,/#
############################################ODFN#RI#GRPHVWLF#VXSSO\
RI#LPSRUWHG##############################################PDWHULDOV
DQG#DOVR#KDYH#WR#EH#SDLG#########################################
###LQ#FDVK1

#53#0#83#######URWWDQ#SURGXFWV/#IRRG########H[WUHPHO\#KLJK#SULFHV
RI#LPSRUWHG#UDZ############################################
PDWHULDOV#
#################################################################
#############6RXUFH=#$.$7,*$#+4<<;,1

7DEOH#<#6WUDWHJ\25HVSRQVH#RI#WKH#,QGLYLGXDO#3URGXFHUV#E\#6L]H
#################################################################
#############6L]H
JURXS-#####################6WUDWHJ\2UHVSRQVH#####################
#############&+,V#########0#VWRS#WKH#EXVLQHVV
#############0#FKDQJH#WKH#RFFXSDWLRQ#+EHFRPH#WUDGHU/#HWF1,
#############0#UHGXFH#WKH#TXDOLW\#RI#SURGXFW#E\#FKDQJLQJ2UHGXFLQJ
UDZ#PDWHULDOV#################XVHG
#############0#FKDQJH#WKH#SURGXFW

6,V##########0#UHGXFH#WKH#VFDOH#RI#SURGXFWLRQ2ZRUNLQJ#KRXUV
#############0#NHHS#WKH#SULFH#RI#RXWSXW#DV#EHIRUH/#ZKLOH#GHFUHDVLQJ
WKH#VL]H#RI#################JRRGV#SURGXFHG
#############0#LQFUHDVH#WKH#SULFH#RI#RXWSXW#E\#53(#0#58(
#############0#GLYHUVLI\#WKH#SURGXFW
#############0#VKLIW#WKH#LPSRUWHG#UDZ#PDWHULDOV2LQSXWV#WRZDUGV
ORFDO#RQHV
#############0#VWLOO#LQ#SURGXFWLRQ#E\#XVLQJ#ROG#VWRFN#RI#UDZ
PDWHULDOV
#############0#FKDQJH#WKH#PDUNHW#RULHQWDWLRQ#IURP#GRPHVWLF2ORFDO
WRZDUGV#H[SRUW
###############PDUNHW
#############0#XVH#86#GROODU#WR#GHWHUPLQH#WKH#VHOOLQJ#SULFH#RI
SURGXFW
#############0#SD\#EDFN#EDQN#ORDQ#DQG#WU\#WR#VXEVWLWXWH#LW#ZLWK
IXQG#IURP#RWKHU#################VRXUFHV#
#################################################################
#############1RWH=#-# #66,V#FRQVLVW#RI#&+,=#FRWWDJH#DQG#KRXVHKROG
LQGXVWULHV#+WKH#WUDGLWLRQDO############W\SH#RI#66,V,#DQG#6,=#VPDOO
LQGXVWULHV#+WKH#PRGHUQ#W\SH,1
6RXUFH=#$.$7,*$#+4<<;,
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$V#UHJDUGV#FUHGLW#FRQVWUDLQWV/#UHVXOWV#RI#DQRWKHU#VXUYH\#RQ

VPDOO#HQWHU0SULVHV#+6(V,#LQ#WKH#PDQXIDFWXULQJ#DQG#IHZ#RWKHU#VHFWRUV

FRQILUP#WKDW#WKH#FULVLV#LV#KDYLQJ#D#PL[HG#LPSDFW#RQ#WKH#FRVW#DQG

DYDLODELOLW\#RI#FUHGLW#WR#6(V#+0XVD/#4<<;,1#0DMRU#ILQGLQJV#IURP#WKH

VXUYH\#LQFOXGH=

+4,#+LJKHU#LQWHUHVW#UDWHV#DQG#WKH#UHGXFWLRQ#LQ#DJJUHJDWH#GHPDQG

KDYH#UHGXFHG#WKH######GHPDQG#IRU#FUHGLW#E\#6(V/#ZLWK#PRVW#ILUPV

UHSRUWLQJ#D#GHFOLQH#LQ#ERUURZLQJ1

+5,#6RPH#ILUPV#UHSRUW#WKDW#LW#LV#PRUH#GLIILFXOW#WR#REWDLQ#FUHGLW/

SDUWLFXODUO\######FUHGLW#IURP#VXSSOLHUV#RI#UDZ#PDWHULDOV1#0RVW
ILUPV#UHSRUW#WKDW#VXSOLHUV#KDYH#

####GUDVWLFDOO\#UHGXFHG#WKH#JUDFH#SHULRG#IRU#SD\PHQW1

+6,# 0DQ\# ILUPV# KDYH# UHSDLG# WKHLU# EDQN# GHEWV# WKRXJK# EHODWHGO\/

GHVSLWH# WKH# # # # # # # # # # # DSSDUHQW# ZLOOLQJQHVV# RI# PDQ\# EDQNV# WR

UHVFKHGXOH#GHEW1

7KLV#VXUYH\#VXJJHVWV#WKDW#6(V#DUH#UHVSRQGLQJ#WR#WLJKWHQLQJ

FUHGLW# DYDLODEL0OLW\# DQG# KLJK# FRVW# RI# FDSLWDO/# E\# UHGXFLQJ

LQYHQWRULHV# DQG# GHPDQGLQJ# FDVK# LQ# DGYDQFH1# 7KHUH# DUH# DOVR

LQGLFDWLRQV#WKDW#DV#H[WHUQDO#VRXUFH#RI#ILQDQFLQJ#KDV#GULHG#XS/#VRPH

6(V# PD\#KDYH#WXUQHG#WR#WKH#LQWHUQDO#ILQDQFLQJ#VRXUFHV#RI#VHOI0

JHQHUDWHG#IXQGV#DQG#LQIRUPDO#FUHGLW#PDUNHWV1

$FFRUGLQJ#WR#WKLV#VWXG\#+0XVD/#4<<;,/#EHFDXVH#RI#WKH#WKUHH

IDFWRUV#VWDWHG#DERYH/#DERXW#66(#RI#WKH#6(V#VXUYH\HG#KDG#GHFOLQHG

WKH#QXPEHU#RI#WKHLU#ZRUNHUV/#54(#KDG#RSHUDWHG#ZLWK#OHVV#ZRUNLQJ

KRXUV/#69(#KDG#VXEVWLWXWHG#WKHLU#LPSRUWHG#ZLWK#ORFDO/#FKHDSHU#UDZ

PDWHULDOV2LQSXWV/# DQG# WKH# UHPDLQGHU# RI# WKH# VDPSOH# KDYH# KDG# WR

UHGXFH#WKH#VL]H#DQG#WKH#TXDOLW\#RI#WKHLU#SURGXFWV#ZLWKRXW#UHGXFH

WKHLU#SULFHV1

9,#7KH#/LNHO\#,PSDFW#RI#WKH#,0)#5HIRUP#3DFNDJH#RQ#66,V
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9,141#,0)#5HIRUP#3DFNDJH

$IWHU#VXFFHVVIXO#QHJRWLDWLRQV#ZLWK#WKH#,0)/#DQ#DJUHHPHQW#ZDV

UHDFKHG#LQ#ODWH#2FWREHU#4<<:/#XQGHU#ZKLFK#WKH#,QGRQHVLDQ#JRYHUQPHQW

DJUHHG#WR#LPSOHPHQW#D#UHIRUP#SURJUDP#UHTXLUHG#WR#TXDOLI\#IRU#WKH

,0)#UHVFXH#SDFNDJH1#7KLV#ILUVW#,0)#UHIRUP#SURJUDP#FRQWDLQHG#IRXU

PDMRU#SROLFLHV=#PRQHWDU\#SROLF\/#ILVFDO#SROLF\/#ILQDQFLDO#VHFWRU

UHVWUXFWXULQJ# SROLF\/# DQG# VWUXFWXUDO# UHIRUP# SROLF\1# $IWHU# WKH

UHOXFWDQFH#WR#LPSOHPHQW#WKH#ILUVW#,0)#UHIRUP#SURJUDP#ZKLFK#OHG#WR

D#IXUWKHU#GHSUHFLDWLRQ#RI#WKH#UXSLDK/#WKH#,QGRQHVLDQ#JRYHUQPHQW#LQ

PLG0-DQXDU\#4<<;#IHOW#FRPSHOOHG#WR#VLJQ#D#5HYLVHG#/HWWHU#RI#,QWHQW

ZLWK# WKH# ,0)/# XQGHU# ZKLFK# WKH# ,QGRQHVLDQ# JRYHUQPHQW# FRPPLWWHG

LWVHOI# WR# LPSOHPHQW# D# ZLGH0UDQJLQJ# 830SRLQW# UHIRUP# SDFNDJH# WR

UHVWRUH#FRQILGHQFH#DQG#WR#VWRS#WKH#GHFOLQH#RI#WKH#UXSLDK/#FRYHULQJ

PDFUR0HFRQRPLF#SROLFLHV/#ILQDQFLDO#VHFWRU#UHVWUXFWXULQJ#SROLFLHV/

DQG#VWUXFWXUDO#UHIRUP#SROLFLHV1

$V# UHJDUGV# 66,V# GHYHORSPHQW# LQ# ,QGRQHVLD/# WKHUH# ZDV# D

TXHVWLRQ=#LV#WKLV#FRPSUHKHQVLYH#SROLF\#SDFNDJH#IURP#WKH#,0)#JRLQJ

WR#DIIHFW#WKH#LQGXVWULHV#QHJDWLYHO\#RU#SRVLWLYHO\1#7KH#HIIHFWV#FDQ

EH#GLUHFWO\#+VXSSO\0VLGH#HIIHFWV,/#L1H1#DIIHFWLQJ#WKH#FDSDFLW\#DQG

FRVWV#RI#SURGXFWLRQ,#RU2DQG#LQGLUHFWO\#+GHPDQG0VLGH#HIIHFWV,/#H1J1

WKURXJK#SURGXFWLRQ#RU#FRQVXPSWLRQ#RU#LQFRPH#OLQNDJH#HIIHFWV1#

9,15#7KH#/LNHO\#,PSDFW#RQ#66,V

7R#DQVZHU#WKH#DERYH#TXHVWLRQ/#D#VWXG\#KDV#EHHQ#FRQGXFWHG#LQ

PLG04<<;#WR#HYDOXDWH#WKH#OLNHO\#LPSDFW#RI#HFRQRPLF#UHIRUPV#RU#WKH

LPSOHPHQWDWLRQ#RI#WKH#,0)#UHIRUP#SURJUDP#ZLOO#KDYH#RQ#VPDOO0DQG

PHGLXP0HQWHUSULVHV#+60(V,#LQ#VRPH#VHFWRUV/#LQFOXGLQJ#PDQXIDFWXULQJ

+YDQ#'LHUPDQ/#HW#DO1/#4<<;,1#7KH#VXPPDU\#RI#WKH#UHIRUP#SDFNDJH#LV

JLYHQ#LQ#7DEOH#431

,Q#VXPPDU\/#WKH#VWXG\*V#UHVXOWV#UHYHDO#DW#OHDVW#WZR#LPSRUWDQW

SRLQWV1#)LUVW/#LI#IXOO\#LPSOHPHQWHG/#PRVW#RI#WKH#UHIRUPV#ZLOO#KDYH
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D#SRVLWLYH#LPSDFW#RQ#WKH#66,V1#7KLV#LV#FRQVLVWHQW#ZLWK#PXFK#RI#WKH

OLWHUDWXUH#RQ#66,1#$#UHYLHZ#RI#WKH#OLWHUDWXUH#E\#%HUU\#DQG#0D]XPGDU

+4<<4,/#VXJJHVWV#VLJQLILFDQW#ELDVHV#DJDLQVW#66,V#KDYH#EHHQ#FUHDWHG

E\#WKH#H[FHVVLYH#XVH#RI#PDFUR0HFRQRPLF#SROLFLHV#IRU#SURPRWLQJ#ODUJH

H[SRUW#RULHQWHG#FRPSDQLHV1#6R/#LW#PHDQV#WKDW#WKH#UHPRYDO#RI#WKHVH

PDFUR0HFRQRPLF#GLVWRUWLRQV/#DV#VHW#RXW#LQ#WKH#,0)#UHIRUP#SDFNDJH/

LV#OLNHO\#WR#KDYH#D#SRVLWLYH#HIIHFW#RQ#WKH#GHYHORSPHQW#DQG#JURZWK

RI#66,V#LQ#,QGRQHVLD#+YDQ#'LHUPDQ/#HW#DO1/#4<<;,1

6HFRQG/#RI#WKH#UHIRUP#SRLQWV#VXJJHVWHG#E\#WKH#,0)/#DW#OHDVW

ILYH#UHIRUPV#FDQ#EH#LGHQWLILHG#DV#KDYLQJ#VLJQLILFDQW#LPSDFW#RQ#66,V

LQ#,QGRQHVLD1#7KHVH#DUH=

+4,#&RPSUHKHQVLYH#DQG#WUDQVSDUDQW#V\VWHP#RI#SXEOLF#VHFWRU#ILQDQFH

+5,#5HVWUXFWXULQJ#DQG#UHIRUP#RI#WKH#EDQNLQJ#VHFWRU

+6,# 3URKLELW# ORFDO# H[SRUW/# LQWHU0SURYLQFLDO# DQG# LQWHU0GLVWULFW

WD[HV

+7,#$VVLVWDQFH#WR#WKH#SRRU#DQG#FRPPXQLW\0EDVHG#ZRUN#SURJUDPV1

7DEOH#43#6XPPDU\#RI#WKH#,0)#(FRQRPLF#5HIRUP#3ROLFLHV#ZKLFK#
#########DUH#H[SHFWHG#WR#KDYH#LPSDFW#RQ#66,V
#################################################################
##
)LVFDO#3ROLF\=#
###############0#HOLPLQDWH#IXHO#)#HOHFW1#VXEVLGLHV
###############0#UHPRYH#9$7#H[HPSWLRQV#)#LPSRVH#8#SHUFHQW#WD[#RQ
JDV
###############0#LPSURYH#WD[#V\VWHP
###############0#EULQJ#RII#EXGJHW#LWHPV#LQWR#EXGJHW
###############0#45#SURMHFWV#DQG#VSHFLDO#SULYLOHJHV#FDQFHOHG
0RQHWDU\#DQG#H[FKDQJH#UDWH#SROLF\=
###############0#NHHS#LQWHUHVW#UDWHV#KLJK
###############0#VXEVLGL]HG#FUHGLW#IRU#60(V
# # # # # # # # # # # # # # # 0# LPSURYH# H[FKDQJH# UDWH# )# %DQN# ,QGRQHVLD*V
LQGHSHQGHQFH
)LQDQFLDO#VHFWRU#UHIRUP#SROLF\=
###############0#UHIRUP#EDQNLQJ#VHFWRU/#FUHGLW#IRU#VPDOO#EXVLQHVV
+.8.,#
#################WR#FRQWLQXH
6WUXFWXUH#UHIRUP#SROLF\=
###############0#HQFRXUDJH#DQ#RSHQ/#FRPSHWLWLYH#DQG#HIILFLHQW
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HFRQRP\
###############0#WDULII#RQ#IRRG#LWHPV#UHGXFHG
###############0#SKDVH#RXW#QRQ0WDULII#LPSRUW#EDUULHUV###
###############0#SKDVH#SXQLWLYH#H[SRUW#WD[HV
###############0#SKDVH#RXW#DOO#RWKHU#H[SRUW#EDUULHUV########
###############0#VKRUWHQ#QHJDWLYH#OLVW#IRU#IRUHLJQ#LQYHVWPHQW/#RSHQ
#################ZKROHVDOH#DQG#UHWDLO#WUDGH
'HUHJXODWLRQ#DQG#SULYDWL]DWLRQ#SROLF\=
###############0#SURPRWH#GRPHVWLF#FRPSHWLWLRQ/#UHPRYH#UHVWULFWLYH
#################PDUNHWLQJ#DUUDQJHPHQWV
###############0#GHUHJXODWH#WUDGH#LQ#DJULFXOWXUDO#SURGXFWV
###############0#SURKLELW#ORFDO#H[SRUW#WD[HV#DQG#DEROLVK#LQWUD0
GLVWULFW#
#################WD[HV
###############0#%8/2*V#PRQRSRO\#OLPLWHG#WR#ULFH
###############0#UHIRUP#DQG#VHOO#RI#VWDWH#FRPSDQLHV
6RFLDO#VDIHW\#QHW=
###############0#DVVLVWDQFH#WR#WKH#SRRU
(QYLURQPHQW=
###############0#LPSOHPHQW#HQYLURQPHQWDO#ODZV
#################################################################
#############6RXUFH=#YDQ#'LHUPDQ#HW#DO1#+4<<;,1

'LVFXVVLRQV# RQ# WKH# OLNHO\# LPSDFW# RI# VSHFLILF# SROLFLHV# DUH

JLYHQ#EHORZ1

0#)LVFDO#3ROLF\

,Q#*HQHUDO/#WKH#ILVFDO#UHIRUPV#FDQ#EH#GLYLGHG#LQWR#WZR#W\SHV1

)LUVW/#WKH#MRLQW#,0)0,QGRQHVLDQ#JRYHUQPHQW#DJUHHPHQW#SURSRVHV#WR#GR

DZD\# ZLWK# JRYHUQPHQW0EDFNHG# RU# 0IXQGHG# SURMHFWV# DQG# VHYHUDO

VXEVLGLHV1#7KH#ODWWHU#LQFOXGHV#WKH#HOLPL0QDWLRQ#VXEVLGLHV#RQ#IXHO

DQG#HOHFWULFLW\#JUDGXDOO\#RYHU#WKH#FRXUVH#RI#WKH#SUR0JUDP/#VWDUWLQJ

ZLWK#WKH#VL]DEOH#LQLWLDO#DGMXVWPHQW#LQ#$SULO#4/#4<<;1#6HFRQG/#WR

HQVXUH#WKH#TXDOLW\#DQG#GXUDELOLW\#RI#WKH#ILVFDO#UHIRUP/#LW#SURSRVHV

WR#PDNH#ILVFDO#SROLF\#PRUH#WUDQVSDUDQW#DQG#HIILFLHQW1

,Q#UHODWLRQ#WR#66,/#WZR#PDMRU#HIIHFWV#DUH#OLNHO\#WR#RFFXU1

)LUVW/# LQ# WKH# VKRUW# UXQ/# WKH# JUDGXDOO\# HOLPLQDWLRQ# RI# SULFH

VXEVLGLHV# RQ# IXHO# DQG# HOHFWULFLW\# ZLOO# KDYH# D# VWURQJ# QHJDWLYH

LPSDFW#RQ#DOO#EXVLQHVV#DFWLYLWLHV/#LQFOXGLQJ#66,V#KDYLQJ#HQHUJ\#DV



33

D# PDMRU#FRPSRQHQW#RI#WRWDO#RSHUDWLQJ#FRVWV1#7KLV#QHZ#EXUGHQ#LV

OLNHO\#WR#UHGXFH#WKHLU#FRPSHWLWLYHQHVV#DQG#RXWSXW/#LPSDFWLQJ#PRVW

RQ#WKRVH#66,V#ZLWK#KLJK#XVH#RI#HQHUJ\#+7DEOH#44,1#,QFUHDVHV#LQ#WKH

SULFH#RI#NHURVHQH/#KRZHYHU/#ZLOO#LPSDFW#PRUH#RQ#WUDGLWLRQDO#66,V

ZKR#DUH#WKH#PDMRU#XVHUV#RI#WKLV#W\SH#RI#IXHO1#7KH#SULFH#ULVH#LQ

NHURVHQH#ZLOO/#KRZHYHU/#EH#PRGHUDWH#DQG#OHVV#WKDQ#WKDW#IRU#RWKHU

W\SHV#RI#IXHO1

7DEOH#44#3HUFHQWDJH#RI#LQWHUPHGLDWH#FRVWV#IRU#66,V#E\#6XEVHFWRUV/
4<<504<<6#+(,
#################################################################
###################################################,QGXVWULDO
%XLOGLQJ/
#############5DZ########)XHO#)########VHUYLFHV####PDFKLQHU\#)###
6XEVHFWRU-###PDWHULDO###HOHFWULFLW\###H[SHQVHV####HTXLSPHQW##
2WKHUV###7RWDO#######64#########;<16:######8184##########3139####
#3148########71<4#####43313
####65#########<71;7######4138##########4186#######3169########5155
###43313
####66#########<31;8######6147##########5148#######316:########617;
###43313
####67#########:91;8######;16:##########418<#######419;#######44183
###43313
####68#########;:1;:######:17<##########3134#######3139########718:
###43313
####69#########751<7#####751:<##########7145#######31<5########<156
###43313
####6;#########;:137######91<6##########3138#######313:########81<4
###43313
####6<#########;614:######6157##########61<8#######3185########<145
###43313
#################################################################
#############1RWH=#-# #,6,&#&RGH#+5#GLJLW,
6RXUFH=#&%6

$OVR/# D# PRUH# HIILFLHQW# ILVFDO# VHFWRU# DUH# OLNHO\# WR# UDLVH

SURGXFWLRQ#FRVWV#

IRU#66,V1#6HYHUDO#RI#WKH#SROLFLHV#ZLOO#KDYH#GLIIHUHQWLDWHG#LPSDFW

RQ#VSHFLILF#VXEVHFWRUV1#,PSURYHPHQWV#LQ#WKH#WD[DWLRQ#V\VWHP#DUH

PRUH#OLNHO\#WR#DIIHFW#PRGHUQ#66,V#+L1H1#6,V,#WKDQ#WUDGLWLRQDO#66,V
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+L1H1#&+,V,/#VLQFH#WKH#IRUPHU#DUH#PRUH#UHD0GLO\#GUDZQ#LQWR#WKH#WD[

V\VWHP1#7KH#UHPRYDO#RI#DOO#9$7#FRXOG#DOVR#DIIHFW#PRGHUQ#66,V#WKDW

VXSSO\#FRPSRQHQWV#WR#ODUJH#H[SRUWHU#ILUPV#LQ#WKH#ERQGHG#]RQHV1

6HFRQG/#ZKLOH#LQ#WKH#VKRUW#UXQ#WKH#FRVW#RI#LQSXWV#ULVHV#IRU

LQGXVWULHV#RI#DOO#VL]HV/#LQ#WKH#ORQJ#UXQ#WKH#GRPHVWLF#FRPSDUDWLYH

DGYDQWDJH#RI#66,V#ZLOO#LPSURYH/#ZLWK#WKH#DVVXPSWLRQ#WKDW#WKH\#DUH

OLNHO\# WR# PDNH# DGMXVWPHQW# WR# WKH# LQFUHDVHG# FRVWV1# %\# UHPRYLQJ

ILVFDO# SROLF\# DQG# PDNLQJ# LW# PRUH# WUDQVSDUDQW# DQG# HIILFLHQW/

HVSHFLDOO\#/6,V#DUH#OHVV#OLNHO\#WR#JDLQ#VSHFLDO#EHQHILWV#DQG#SULYL0

OHJHV1# 7KXV/# LI# WKHVH# ILVFDO# UHIRUPV# DUH# IXOO\# LPSOHPHQWHG/

DVVXPLQJ#DOO#RWKHU#WKLQJV#DUH#HTXDO/#LQ#WKH#ORQJ0UXQ/#66,V#DUH

H[SHFWHG# WR# JDLQ# LQ# FRPSHWLWLYHQHVV# ZKHQ# FRPSDUHG# ZLWK# ODUJHU

LQGXVWULHV/#SDUWLFXODUO\#/6,V#LQ#WKH#VDPH#VXEVHFWRUV1#

0#0RQHWDU\#DQG#([FKDQJH#5DWH#3ROLF\

7KH# PRQHWDU\# DQG# H[FKDQJH# UDWH# SROLF\# UHIRUPV# DWWHPSW# WR

UHVWRUH#FRQILGHQFH#LQ#WKH#ILQDQFLDO#VHFWRU1#6SHFLILFDOO\/#LW#ZLOO

DOORZ#LQWHUHVW#UDWH#WR#ULVH#DV#GHWHUPLQHG#E\#WKH#PDUNHW#DQG#DWWHPSW

WR#FRQWDLQ#LQIODWLRQ/#RULJLQDOO\#VHW#DW#D#WDUJHW#RI#53(#EXW#ODWHU

VHW#DW#D#78(1#,Q#OLQH#ZLWK#WKHVH#UHIRUP#SROLFLHV/#WKH#PRQH\#VXSSO\

ZLOO#EH#WLJKWHQHG#DQG#WKH#H[FKDQJH#UDWH#VWDELOL]HG1#%DQN#,QGRQHVLD

SODQV#WR#OLPLW#WKH#JURZWK#RI#EURDG#PRQH\#WR#49(#LQ#4<<;1#)XUWKHU/

DV#DOVR#LQFOX0GLQJ#LQ#WKHVH#SROLFLHV/#%DQN#,QGRQHVLD#+WKH#FHQWUDO

EDQN,#ZLOO#EH#JLYHQ#JUHDWHU#LQGHSHQGHQFH#IURP#WKH#JRYHUQPHQW#WR

GHWHUPLQH# LWV# PRQHWDU\# SROLF\/# DQG/# DW# WKH# VDPH# WLPH/# %DQN

,QGRQHVLD#ZLOO#DOVR#SURYLGH#IXOO#DXWRQRP\#WR#VWDWH#EDQNV#WR#DGMXVW

UDWHV#RQ#FUHGLW#DQG#GHSRVLW#OLDELOLWLHV/#ZLWK#WKH#REMHFWLYH#WKDW

WKHLU#UDWHV#FRXOG#DOVR#UHIOHFW#GHYHORSPHQWV#LQ#PRQH\#DQG#FUHGLW

PDUNHWV1#

7KLV#WLJKW#PRQHWDU\#SROLF\#ZLOO#LQHYLWDEO\#PHDQ#WKDW/#DW#OHDVW

IRU#WKH#VKRUW#SHULRG/#WKH#DPRXQW#RI#FUHGLW#DYDLODEOH#IRU#OHQGLQJ#WR

WKH#FRUSRUDWH#VHFWRU#ZLOO#UHPDLQ#FRQVWUDLQHG#DQG#WKH#FRVW#RI#FUHGLW
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ZLOO#UHPDLQ#YHU\#KLJK1#%XW/#LQ#RUGHU#WR#DOOHYLDWH#WKH#EXUGHQ#RI

WKLV#SROLF\#RQ#60(V/#WKH#,QGRQHVLDQ#JRYHUQPHQW#LV#DOORZHG#WR#JLYH

VXEVLGL]HG#FUHGLW#WR#WKLV#JURXS#RI#HQWHUSULVHV#WKURXJK#VWDWH#EDQNV1

,Q#RUGHU#WR#HQVXUH#DQ#DGHTXDWH#IORZ#RI#FUHGLW#WR#60(V#GXULQJ#WKH

SHULRG# RI# JHQHUDO# FUHGLW# UHVWUDLQW/# LQ# WKH# VKRUW0WHUP/# WKH

,QGRQHVLDQ#JRYHUQPHQW#ZLOO#LPSURYH#WKH#WDUJHWLQJ#DQG#LPSOHPHQWDWLRQ

RI#H[LVWLQJ#VFKHPHV#ZLWK#DVVLVWDQFH#IURP#WKH#$VLDQ#'HYHORSPHQW#%DQN

+$'%,# DQG# WKH# :RUOG# %DQN1# ,I# QHFHVVDU\/# DGGLWLRQDO# EXGJHWDU\

UHVRXUFHV#ZLOO#EH#PDGH#DYDLODEOH#WR#WKHVH#VFKHPHV1#2YHU#WKH#PHGLXP0

WHUP/# WKH# JRYHUQPHQW# ZLOO# VWUHQJWKHQ# WKH# RYHUDOO# LQVWLWXWLRQDO

IUDPHZRUN#IRU#HQKDQFLQJ#HIILFLHQF\#RI#WKH#60(V1

6R/#LQ#WKH#VKRUW#WHUP#FUHGLW#SURYLVLRQ#ZLOO#KDYH#EHQHILWV#IRU

60(V/# DV# ZLOO# LQVWLWXWLRQDO# GHYHORSPHQW# LQ# WKH# PHGLXP# WHUP1

1HYHUWKHOHVV/#WKLV#SROLF\#QHHGV#WR#EH#YLHZHG#ZLWK#VRPH#FDXWLRQ1

(YHQ# WKRXJK# WKH# JRYHUQPHQW# LV# ZLOOLQJ# WR# SURYLGH# DGGLWLRQDO

JRYHUQPHQW#UHVRXUFHV/#LW#LV#EH\RQG#WKH#PHDQV#RI#WKH#JRYHUQPHQW#WR

SURYLGH#VXEVLGL]HG#FUHGLW#WR#DOO#60(V1#,Q#RWKHU#ZRUGV/#60(V#WR#EH

VXSSRUWHG#E\#WKH#VXEVLGL]HG#FUHGLW#PXVW#EH#VHOHFWHG#EDVHG#RQ#D

QXPEHU#RI#FULWHULRQ/#VXFK#DV#H[SRUW#SRWHQWLDO1#)XUWKHU/#JLYHQ#WKH

H[SHULHQFH#LQ#WKH#4<:3V#DQG#4<;3V#RI#VLPLODU#VFKHPHV#RI#VXEVLGL]HG

FUHGLW/#WKH#RYHUDOO#LPSDFW#LV#OLNHO\#WR#EH#OLPLWHG#DQG#TXHVWLRQDEOH

+YDQ#'LHUPDQ/#HW#DO1/#4<<;,1#

0#)LQDQFLDO#6HFWRU#5HIRUP#SROLFLHV

$V#LW#LV#JHQHUDOO\#DFFHSWHG#WKDW#WKH#HFRQRPLF#FULVLV#VWDUWHG

ZLWK#SRRU#EDQNLQJ#V\VWHP#RU#SUDFWLFHV#DQG#D#ORVV#RI#FRQILGHQFH#LQ

WKH# EDQNLQJ# VHFWRU/# WKH# ILQDQFLDO# VHFWRU# UHIRUP# SROLFLHV# DUH

HVVHQWLDO#IRU#UHVWRULQJ#FRQILGHQFH#DQG#HFRQRPLF#VWDELOLW\1#7KHVH

SROLFLHV#DLP#WR#HVWDEOLVK#D#PRUH#WUDQVSDUHQW#DQG#HTXLWDEOH#EDQNLQJ

V\VWHP# ZLWK# PRUH# FOHDUO\# GHILQHG# UXOHV# IRU# UHVROYLQJ# OLTXLGLW\

SUREOHPV#DQG#FUHDWLQJ#WLJKWHU#VXSHUYLVLRQ#RI#EDQNV1

6WDWH#EDQNV#DUH#WR#EH#PDGH#HIILFLHQW#DQG#WKHQ#SULYDWL]HG#DQG
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WKH# EDQNLQJ# VHFWRU# WR# EH# UHJXODWHG# WR# DOORZ# JUHDWHU# IRUHLJQ

RZQHUVKLS1#%DQN#,QGRQHVLD#KDV#DOVR#DWWHPSWHG#WR#UHVWRUH#FRQILGHQFH

LQ#H[SRUWHUV*#OHWWHU#RI#FUHGLW#E\#SODFLQJ#D#WRWDO#RI#86':33#PLOOLRQ

LQ#IRUHLJQ#EDQNV1#)LQDOO\/#WKH#EDQNLQJ#UHIRUPV#KDYH#VSHFLILFDOO\

SURWHFWHG#WKH#.8.#VFKHPH+VPDOO#EXVLQHVV#FUHGLW,#IRU#60(V1

,W#LV#WKHQ#H[SHFWHG#WKDW#WKH#EDQN#UHVWUXFWXULQJ#SURJUDP#ZLOO

LQFUHDVH#WKH#HIILFLHQF\#RI#WKH#VHFWRU#DQG#WKLV#ZLOO#EH#UHIOHFWHG#LQ

WKH# IRUPV#RI#ORZHU#%HIIHFWLYH#FRVWV%#RI#FUHGLW#DQG#PRUH#FUHGLW

DYDLODEOH#IRU#60(V1#6LPLODUO\/#WKH#VWUHQJWKHQLQJ#RI#WKH#OHJDO#DQG

VXSHUYLVRU\#IUDPHZRUN#IRU#EDQNLQJ/#L1H1#D#PRUH#DFFRXQWDEOH#EDQNLQJ

V\VWHP/#ZLOO#UHGXFH#WKH#UDWH#RI#GHIDXOW#DQG#WKHUHE\#ZLOO#OHDG#WR

WKH#JUDGXDO#UHGXFWLRQ#LQ#OHQGLQJ#UDWHV#FKDUJHG#DQG#DQ#LQFUHDVH#RI

FUHGLW#DYDLODELOLW\#IRU#60(V1

0#6WUXFWXUDO#5HIRUP/#'HUHJXODWLRQ#DQG#3ULYDWL]DWLRQ

,Q#1RYHPEHU#4<<;/#WKH#JRYHUQPHQW#VHW#RXW#DQ#DPELWLRXV#VWUDWHJ\

RI#VWUXF0WXUDO#UHIRUP/#DLPHG#DW#EULQJLQJ#WKH#HFRQRP\#EDFN#WR#D#SDWK

RI#UDSLG#JURZWK/#E\#HOLPLQDWLQJ#WKH#%KLJK0FRVW#HFRQRP\%#DQG#DW#WKH

VDPH#WLPH#PDNLQJ#WKH#HFRQRP\#PRUH#RSHQ/#FRPSHWLWLYH/#DQG#HIILFLHQW1

7KLV# VWUXFWXUDO# UHIRUP# VWUDWHJ\# FRQWDLQV# WKXV# VRPH# RI# WKH# PRVW

FRQWURYHUVLDO#DQG#IDU0UHDFKLQJ#UHIRUPV#RI#WKH#HQWLUH#SDFNDJH1

7R#DFKLHYH#WKLV#JRDO/#IRUHLJQ#WUDGH#DQG#LQYHVWPHQW#ZLOO#EH#IXUWKHU

OLEHUDOL]HG/#GRPHVWLF#DFWLYLWLHV#ZLOO#EH#IXUWKHU#GHUHJXODWHG/#DQG

WKH#SULYDWL]DWLRQ#SURJUDP#ZLOO#EH#IXUWKHU#DFFHOHUDWHG1#$W#WKH#VDPH

WLPH/#PHDVXUHV#RQ#WKH#DOOHYLDWLRQ#RI#SRYHUW\#ZLOO#EH#FRQWLQXHG1

6LQFH# WKHQ/# WKH# JRYHUQPHQW# KDV# DOUHDG\# PDGH# FRQVLGHUDEOH

SURJUHVV#WRZDUG#WKH#VWUDWHJLF*#REMHFWLYHV1#)RU#LQVWDQFH/#LQ#WKH

VDPH#PRQWK/#D#PDMRU#VWHS#ZDV#WDNHQ#WRZDUG#RSHQLQJ#XS#WKH#HFRQRP\

DQG#LQFUHDVLQJ#FRPSHWLWRQ/#ZKHQ#%8/2**V#LP0SRUW#PRQRSRO\#RYHU#ZKHDW

DQG#ZKHDW#IORXU/#VR\EHDQV/#DQG#JDUOLF#ZHUH#HOLPLQDWHG1#7R#HQVXUH

WKDW#ILQDO#FRQVXPHUV#REWDLQHG#PD[LPXP#EHQHILWV#IURP#WKLV#UHIRUP/

LPSRU0WHUV# ZHUH# DOORZHG# WR# PDUNHW# DOO# RI# WKHVH# SURGXFWV
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GRPHVWLFDOO\/#H[FHSW#ZKHDW1#6LPLODUO\/#WR#HDVH#WKH#DGMXVWPHQW#FRVWV

IRU#IDUPHUV/#WDULIIV#ZHUH#VLPXOWDQHRXVO\#LQWURGXFHG#RQ#DOO#RI#WKHVH

SURGXFWV/#EXW#WKHVH#UDWHV#ZHUH#OLPLWHG#WR#53(#RU#OHVV/#DQG#ZLOO#EH

UHGXFHG# WR# 8(# E\# 53361# )DUPHUV# ZLOO# DOVR# EH# UHOHDVHG# IURP# WKH

IRUPDO#DQG#LQIRUPDO#UHTXLUHPHQWV#IRU#WKH#IRUFHG#SODQWLQJ#RI#VXJDU

FDQH1

,Q#DGGLWLRQ/#WZR#RWKHU#LPSRUWDQW#VWUXFWXUDO#PHDVXUHV#KDYH#DOVR

EHHQ# WDNHQ# XQGHU# WKH# SURJUDP1# )LUVW/# WKH# DGPLQLVWUDWLYH# UHWDLO

SULFHV#IRU#FHPHQW#ZDV#HOLPL0QDWHG/#WKHUHE\#LPSURYLQJ#WKH#GHJUHH#RI

FRPSHWLWLRQ#LQ#WKLV#LQGXVWU\/#DQG#LPPHGL0DWHO\#UHGXFLQJ#SULFHV#IRU

FRQVWUXFWLRQ#ILUPV#DQG#FRQVXPHUV1#6HFRQG/#WKH#PHGLXP0WHUP#WDULII

UHGXFWLRQ#SURJUDP#ZDV#H[WHQGHG#WR#FRYHU#WZR#NH\#DGGLWLRQDO#VHFWRUV=

FKHPLFDOV#DQG#PHWDO#SURGXFWV1

:LWK# UHVSHFW# WR# IRUHLJQ# WUDGH/# LQ# WKH# LPSRUW# VLGH/# WKH

JRYHUQPHQW#KDV#GHFLGHG#WR#LQFOXGH#IRRG#DQG#QRQ0IRRG#DJULFXOWXUDO

SURGXFWV#LQ#WKH#JHQHUDO#SURJUDP#RI#WDULII#UHGXFWLRQ#+OHDYLQJ#PRWRU

YHKLFOHV#DV#WKH#RQO\#H[FHSWLRQ,1#$V#DQ#LPPH0GLDWH#PHDVXUH/#WDULIIV

RQ#DOO#IRRG#DQG#QRQ0IRRG#LWHPV#KDYH#EHHQ#FXW#WR#D#PD[LPXP#RI#8(/

ZKLOH# ORFDO# FRQWHQW# UHJXODWLRQV# RQ# GDLU\# SURGXFWV# KDYH# EHHQ

DEROLVKHG/# ERWK# HIIHFWLYH# )HEUXDU\# 4/# 4<<;1# $W# WKH# VDPH# WLPH/

WDULII#UDWHV#RQ#QRQ0IRRG#DJUL0FXOWXUDO#SURGXFWV#ZLOO#EH#UHGXFHG#E\

8#SHUFHQWDJH#SRLQWV/#DQG#ZLOO#JUDGXDOO\#EH#UHGXFHG#WR#D#PD[LPXP#RI

43(#E\#53361

$V#DQRWKHU#PDMRU#VWHS#LQ#DVVXULQJ#D#OHYHO#SOD\LQJ#ILHOG/#LQ

)HEUXDU\#4<<;/#DOO#LPSRUW#UHVWULFWLRQV#RQ#DOO#QHZ#DQG#XVHG#VKLSV

ZHUH# DOVR# DEROLVKHG1# $OO# RWKHU# UHPDLQLQJ# TXDQWLWDWLYH# LPSRUW

UHVWULFWLRQV/#RWKHU#WKDQ#WKRVH#ZKLFK#PD\#EH#MXVWL0ILHG#IRU#KHDOWK/

VDIHW\/# HQYLURQPHQW# DQG# VHFXULW\# UHDVRQV/# DQG# RWKHU# QRQWDULII

EDUULHUV# +17%V,# WKDW# SURWHFW# GRPHVWLF# SURGXFWLRQ/# ZLOO# EH

HOLPLQDWHG1

,Q#WKH#H[SRUW0VLGH/#H[SRUW#WD[HV#RQ#D#ZLGH#UDQJH#RI#SURGXFWV/

LQFOXGLQJ#OHDWKHU/#FRUN/#RUHV#DQG#ZDVWH#DOXPLQXP#SURGXFWV#ZLOO#EH
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UHGXFHG#RU#DEROLVKHG1#7KH#JRYHUQPHQW#ZLOO#DOVR#HOLPLQDWH#DOO#RWKHU

W\SHV# RI# H[SRUW# UHVWULFWLRQV/# VXFK# DV# TXRWDV1# ,Q# DGGLWLRQ/# WR

VXSSRUW# H[SRUW# H[SDQVLRQ# WKH# JRYHUQPHQW# LV# QRZ# HQIRUFLQJ# WKH

SURKLELWLRQ# RI# UHWULEXVL# +ORFDO# WD[HV,# DW# DOO# OHYHOV# RQ# H[SRUW

JRRGV1

,Q# WKH# DUHD# RI# LQYHVWPHQW/# WKH# JRYHUQPHQW# ZLOO# HQFRXUDJH

IRUHLJQ#LQYHVWPHQW#E\#LVVXLQJ#D#UHYLVHG#DQG#VKRUWHQHG#QHJDWLYH#OLVW

RI#DFWLYLWLHV#FORVHG#WR#IRUHLJQ#LQYHVWRUV1

7KH#VHFRQG#PDMRU#WKUXVW#RI#WKH#VWUXFWXUDO#UHIRUP#VWUDWHJ\#ZLOO

EH#WR#GHUH0JXODWH#DQG#SULYDWL]H#WKH#QDWLRQDO#HFRQRP\1#7KLV#ZLOO

LQFOXGH#WKDW#DOO#RI#WKH#H[LVWLQJ#IRUPDO#DQG#LQIRUPDO#UHVWULFWLYH

PDUNHWLQJ# DUUDQJHPHQW/# LQFOXGLQJ# WKRVH# IRU# FHPHQW/# SDSHU/# DQG

SO\ZRRG/#ZLOO#EH#GLVVROYHG1#,Q#DGGLWLRQ/#WUDGH#LQ#DJULFXO0WXUDO

SURGXFWV#LV#DOVR#EHLQJ#GHUHJXODWHG1#7UDGHUV#ZLOO#KDYH#WKH#IUHHGRP

WR# EX\/# VHOO/# DQG# WUDQVIHU# DOO# FRPRGLWLHV# DFURVV# GLVWULFW# DQG

SURYLQFLDO#ERXQGDULHV/#LQFOXGLQJ#FORYHV/#FDVKHZ#QXWV/#RUDQJHV/#DQG

YDQLOD1#

7KH#GHUHJXODWLRQ#LV#DOVR#FRQGXFWHG#LQ#WKH#DUHDV#RI#H[SRUW#DQG

LPSRUW1# $V# GHVFULEHG# EHIRUH/# WR# VXSSRUW# H[SRUW# H[SDQVLRQ# WKH

JRYHUQPHQW#LV#QRZ#HQIRUFLQJ#WKH#SURKLELWLRQ#RI#UHWULEXVL#+ORFDO

WD[HV,#DW#DOO#OHYHOV#RQ#H[SRUW#JRRGV1#,Q#WKH#LPSRUW#DUHD/#%XORJ*V

PRQRSRO\#ZLOO#EH#OLPLWHG#WR#ULFH1#$OO#WUDGHUV#ZLOO#EH#DOORZHG#WR

LPSRUW#VXJDU#DQG#PDUNHW#LW#GRPHVWLFDOO\1

,Q# SDUDOOHO# ZLWK# WKHVH# HIIRUWV# WR# LQFUHDVH# SULYDWH# VHFWRU

SURGXFWLYLW\/# WKH# JRYHUQPHQW# LV# XQGHUWDNLQJ# D# SXEOLF# VHFWRU

H[SHQGLWXUH# DQG# LQYHVWPHQW# UHYLHZ# LQ# RUGHU# WR# SURPRWH# D# PRUH

HIILFLHQW#XVH#RI#JRYHUQPHQW#UHVRXUFHV1#7KLV#UHYLHZ#ZLOO#UHVXOW#LQ

D# FRPSUHKHQVLYH# SURJUDP# WR# LPSURYH# ILVFDO# HIILFLHQF\/# DQG

UHVWUXFWXUH#VWDWH0RZQHG#HQWHUSULVHV#DQG#VWUDWHJLF#LQGXVWULHV1

7KHVH#UHIRUPV#ZLOO#DOVR#EH#VRPH#RI#WKH#KDUGHVW#WR#LPSOHPHQW/

DQG# WKH# LPPH0GLDWH# HIIHFW# RQ# 66,V# DUH# H[SHFWHG# WR# YDU\# DPRQJ

GLIIHUHQW#VXEVHFWRUV1#)RU#LQVWDQFH/#WKH#GHUHJXODWLRQ#RI#%8/2**V
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PRQRSROLHV# DQG# LWV# LQDELOLW\# WR# VXSSRUW# SULFHV# DV# WKH# UXSLDK

GHYDOXHV#LV#OLNHO\#WR#KDYH#WKH#PRVW#VHULRXV#VKRUW0WHUP#FRQVHTXHQFHV

IRU#66,V#LQ#IRRG#SURFHVVLQJ#LQGXVWU\1#7KURXJK#%8/2*/#WKH#,QGRQHVLDQ

JRYHUQPHQW#KDV#IROORZHG#D#SROLF\#RI#VHOI0UHOLDQFH#DQG#VWDEOH#IRRG

SULFHV#IRU#WKH#FRXQWU\*V#PDMRU#IRRG#FRPPRGLWLHV1#,Q#HIIHFW/#%8/2*

VXEVLGL]HV#WKH#SULFH#RI#VHYH0UDO#PDMRU#IRRG#VWDSOHV1#$EROLVKLQJ

%8/2**V#PRQRSRO\#DW#WKH#VDPH#WLPH#WKH#UXSLDK#KDV#ORVW#:3(#RI#LWV

YDOXH# KDV# OHG# WR# WKH# UDSLG# SULFH# ULVH# RI# VHYHUDO# IRRG# VWDSOHV

UHOLDQW#RQ#LPSRUWV#WR#PHHW#GRPHVWLF#GHPDQG1#5DSLG#SULFH#ULVHV#LQ

WKH#LPSRUWHG#VWDSOHV#RI#ZKHDW#IORXU#XVHG#LQ#PDNLQJ#QRRGOHV/#VXJDU/

DQG# VR\EHDQ# XVHG# LQ# PDNLQJ# WHPSH# DQG# WDKX/# KDYH# FDXVHG# PDMRU

GLIILFXOWLHV1#7KH#SULFH#RI#VRPH#RI#WKH#PRVW#FRPPRQO\#FRQVXPHG#IRRGV

KDV# UDSLGO\# ULVHQ# DW# D# WLPH# ZKHQ# PRVW# RI# WKH# SRSXODWLRQ# LV

H[SHULHQFLQJ#D#GHFOLQH#LQ#LQFRPH#DQG#KHQFH#LWV#GHPDQG#IRU#IRRG1

7KLV#VLWXDWLRQ#LV#H[SHFWHG#WR#FUHDWH#VHULXV#GLIILFXOWLHV#IRU

66,V#LQ#WKH#IRRG#SURFHVVLQJ#LQGXVWU\#ZKLFK#KDYH#H[SHULHQFHG#UDSLG

LQFUHDVHV#LQ#SURGXFWLRQ#FRVWV#DQG#GHFOLQLQJ#PDUNHW#GHPDQG#IRU#WKHLU

SURGXFWV1#7KH#UHVXOW#KDV#EHHQ#WKH#DOPRVW#FRPSOHWH#FROODSVH#RI#WKH

WHPSH#DQG#WDKX#SURFHVVLQJ#LQGXVWU\#GXULQJ#4<<;1#

7KH#WDULII#UHGXFWLRQ#SURJUDP#RI#WKH#,0)#SDFNDJH#ZLOO#KDYH#D

QHJDWLYH#LPSDFW#LQ#WKH#VKRUW#UXQ#RQ#VPDOO0VFDOH#VXSSOLHU#ILUPV#RI

FRPSRQHQWV#DQG#SDUWV#LQ#WKH#HOHFWURQLFV#DQG#HOHFWULFDO#DSSOLDQFH

VXEVHFWRU#WR#WKH#H[WHQW#WKDW#WKH\#SXUFKDVH#FKHPLFDOV/#EDVLF#VWHHOV

DQG# PHWDOV/# DQG# PHWDO# SURGXFWV1# :KLOH/# LQ# WKH# ORQJ# UXQ/# LW# LV

H[SHFWHG#WKDW#66,V#LQ#WKLV#VXEVHFWRU#ZLOO#EHQHILW#IURP#WKDW#SROLF\1

6LPLODUO\/#LQ#WKH#VKRUW#DQG#PHGLXP#UXQ/#IRUHLJQ#LQYHVWPHQW

GHUHJXODWLRQ/#DV#SURYLGHG#XQGHU#WKH#,0)#SDFNDJH/#LV#OLNHO\#WR#KDYH

D#QHJDWLYH#LPSDFW#RQ#VPDOO0VFDOH#VXSSOLHU#ILUPV#LQ#WKH#HOHFWURQLFV

DQG# HOHFWULFDO# DSSOLDQFH# VXEVHFWRU1# ,Q# WKH# ORQJ# UXQ/# LW# LV

TXHVWLRQDEOH#ZKHWKHU#WKHVH#GRPHVWLF#66,V#FDQ#VXUYLYH#WKH#LQIOX[#RI

QHZ#DQG#PRUH#HIILFLHQW#IRUHLJQ#FRPSDQLHV#SURGXFLQJ#WKH#VDPH#SDUWV

DQG# FRPSRQHQWV# DV# WKH\# PDGH1# 'RPHVWLF# 66,V*# DELOLW\# LQ# WKLV
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VXEVHFWRU#WR#IDFH#FRPSH0WLWLRQ#IURP#IRUHLJQ#ILUPV#ZLOO#GHSHQG#PXFK

RQ#WKHLU#DELOLW\#WR#UDLVH#WKHLU#VXSSO\0VLGH#FDSDELOLWLHV#DGHTXDWHO\

DQG# UDSLGO\1# ,W# ZLOO# DOVR# GHSHQG# RQ# WKH# ,QGRQHVLDQ# JRYHUQPHQW

WDNLQJ# DSSURSULDWH# VWHSV# WR# HVWDEOLVK# D# PRUH# HQDEOLQJ# SROL0F\

HQYLURQPHQW#IRU#66,V#E\#UHPRYLQJ#WKH#RIWHQ#XQLQWHQGHG#ELDV#DJDLQVW

WKHP#LQ#LWV#UHJXODWRU\#IUDPHZRUN#+YDQ#'LHUPDQ/#HW#DO1/#4<<;,1

9,,#&RQFOXVLRQV

:LWK#UHVSHFW#WR#WKH#LPSDFW#RI#WKH#HFRQRPLF#FULVLV#RQ#66,V

GHYHORSPHQW/# DOWKRXJK# LW# LV# YDULHG# DPRQJ# GLIIHUHQW# LQGLYLGXDO

SURGXFHUV# ZKLFK# LV# DVVRFLDWHG# ZLWK# GLIIHUHQW# SURGXFWV/# UDZ

PDWHULDOV#DQG#PDUNHW#RULHQWDWLRQV/#WKH#OLPLWHG#HYLGHQFH#SUHVHQWHG

LQ#WKLV#&KDSWHU#VKRZV#WKDW#LQ#JHQHUDO#WKH#FDSDELOLW\#RI#H[SRUW0

RULHQWHG#DQG2RU#OHVV#LPSRUW#GHSHQGHQW#66,V#WR#FRSH#ZLWK#WKH#FULVLV

LV# KLJKHU# WKDQ# WKDW# RI# GRPHVWLF# PDUNHW0RULHQWHG# DQG2RU# KLJKO\

LPSRUW# GHSHQGHQW# 66,V1# 7KLV# VXJJHVWV# WKDW# WKH# NH\# IDFWRU

GHWHUPLQLQJ#WKH#LPSDFW#RI#WKH#FULVLV#LV#ZKHWKHU#LQGXVWULHV#HDUQ

IRUHLJQ# PRQH\# DQG# SURFXUH# WKHLU# UDZ# PDWHULDOV# ORFDOO\# RU# UHO\

VLJQLILFDQWO\#RQ#GRPHVWLF#PDUNHW#IRU#WKHLU#SURGXFWV#DQG#RQ#LPSRUWV

IRU#WKHLU#UDZ#PDWHULDOV1

$V#UHJDUGV#WKH#HYDOXDWLRQ#VWXG\#RI#WKH#OLNHO\#LPSDFW#RI#WKH

,0)#UHIRUP#SDFNDJH/#VHYHUDO#FRQFOXVLRQV#FDQ#EH#GUDZQ#KHUH1#)LUVW/

PDQ\# HFRQRPLF# GLVWRUWLRQV# FDXVHG# E\# H[FHVVLYH# LQWHUYHQWLRQ# DUH

IL[HG# FRVWV# DQG# WKHUHIRUH# EHDU# PRVW# KHDYLO\# RQ# 66,V1# 7KH# ,0)

SDFNDJH# ZLOO# HYHQWXDOO\# HOLPLQDWH# D# ODUJH# QXPEHU# RI# WKHVH

GLVWRUWLRQV#DQG#WKHUHIRUH#IDYRU#66,V1#6HFRQG/#WKH#HFRQRPLF#FULVLV

ZLOO#KDYH#D#VHYHUH#DQG#LPPHGLDWH#LPSDFW#RQ#66,V/#ZKLFK#ZLOO#QRW#LQ

WKH#VKRUW#WHUP#EH#DOOHYLDWHG#E\#WKH#,0)#SURJUDP1#7KLUG/#WKH#OLNHO\

LPSDFW# RI# WKH# SDFNDJH# RQ# 66,V# ZLOO# EH# YDULHG# DPRQJ# GLIIHUHQW

VXEVHFWRUV1#7KH#VKRUW0WHUP#LPSDFW#RI#WKH#UHIRUPV#ZLOO#KDYH#D#VHYHUH

LPSDFW#RQ#66,V#LQ#WKH#IRRG#VXEVHFWRU/#DIIHFWHG#E\#WKH#HOLPLQDWLRQ
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RI# %8/2**V# PRQRSRO\1# ,Q# WKH# PHGLXP# WHUP/# WKRVH# 66,V# SURYLGLQJ

HVVHQWLDO# JRRGV/# H[SRUWLQJ# DQG# QRW# KHDYLO\# UHOLDQW# RQ# LPSRUWHG

JRRGV#RU#LQSXWV#ZLOO#EHQHILW#IURP#WKH#,0)#UHIRUPV1#,Q#WKH#ORQJ0UXQ/

WKH#,0)#VWUXFWXUDO#UHIRUPV#ZLOO#EH#EHQHILFLDO#IRU#66,V#LI#WKH\#DUH

IXOO\#LPSOHPHQWHG#DQG#QRW#UHSODFHG#ZLWK#RWKHU#PDUNHW#UHVWULFWLRQV

DQG#UHJXODWLRQV1#
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6PDOO#%XVLQHVV# 'XULQJ# WKH# &ULVLV,/# $SULO/# 7LP# 8VDKD# .HFLO
$NDWLJD/#%DQGXQJ=#3XVDW#$QDOLVLV# 6RVLDO1

$[LQQ/# &111/# 6LQNXOD/# -101/# DQG# 7KDFK/# 6191# +4<<7,/# %([SRUW
,QWHQWLRQ/# %HOLHI# DQG# %HKDYLRXUV# LQ# 6PDOOHU# ,QGXVWULDO# )LUPV%/
-RXUQDO#RI#%XVLQHVV#5HVHDUFK/#651

%DHN/#1DN#.L#+4<<5,/#%7KH#([SORLWDWLRQ#RI#1LFKH#0DUNHWV#E\#6PDOO
DQG#0HGLXP# .RUHDQ#(QWHUSULVHV%/#6PDOO#(QWHUSULVH#'HYHORSPHQW/
6+6,1

%DSSHQDV#)#*7=#+4<<;,/#%6WDELOL]LQJ#DQG#6WUHQJWKHQLQJ#9LDEOH#DQG
3URPLVLQJ#6PDOO# )# 0HGLXP# (QWHUSULVHV/# 0LFURHQWHUSULVHV/# DQG
&RRSHUDWLYHV/#$FWLRQ#3ODQ# 4/5/6%/#%DSSHQDV0*7=# 6 0 (
3URPRWLRQ#3URMHFW/#47#2FWREHU/#-DNDUWD1

%LJJV/#71DQG#-12SSHQKHLP#+4<;9,/#%:KDW#'ULYHV#WKH#6L]H#'LVWULEXWLRQ
RI#)LUPV#LQ# 'HYHORSLQJ#&RXQWULHV"%/#((3$#'LVFXVVLRQ#3DSHU#QR1#9/
+,,'/#+DUYDUG#8QLYHU0 VLW\1

'HSNRS# )# 3.0# +4<<;,/# %$QDOLVLV# 'DPSDN# .ULVLV# 0RQHWHU# WHUKDGDS
3HQJXVDKD#.HFLO%# +DQDO\VLV#RI#WKH#LPSDFW#RI#WKH#PRQHWDU\#FULVLV
RQ#VPDOO#HQWUHSUHQHXU,/# $SULO/#-DNDUWD1

+DDU/#-1#+4<<8,/#%7KH#,QWHUQDWLRQDOLVDWLRQ#3URFHVV#DQG#0DUNHWLQJ
$FWLYLWLHV=#WKH# FDVH# RI#%UD]LOLDQ#H[SRUW#ILUPV%/#-RXUQDO
RI#%XVLQHVV#5HVHDUFK/#65+5,1

+LQH/# '1#DQG#61#.HOO\#+4<<:,/#%7LFNHWV#WR#$VLD=#)RUHLJQ#PDUNHW
HQWU\#DQG#VXV0 WDLQHG# FRPSHWLWLYHQHVV# E\# 60(V%/# 0LDPL# 90:# $SULO
4<<:1

,/2# +4<<;,/# (PSOR\PHQW# &KDOOHQJHV# RI# WKH# ,QGRQHVLDQ# (FRQRPLF
&ULVLV/#81#'HYHORS0 PHQW#3URJUDPPH/#-XQH/#-DNDUWD=#,/2#
-DIIH/# (1'1# DQG# +DQRFK/# 31# +4<<7,/# %$Q# $WWLWXGLQDO# 0RGHO# WR
'HWHUPLQH# WKH# ([SRUW# ,QWHQWLRQ# RI# 1RQ0H[SRUWLQJ# 6PDOO
0DQXIDFWXUHUV%/#,QWHUQDWLRQDO#0DUNHWLQJ# 5HYLHZ/#44+6,1

0RLQL/# $1+1# +4<<8,/# %$Q# ,QTXLU\# LQWR# 6XFFHVVIXO# ([SRUWLQJ=# $Q
HPSLULFDO#LQYHVWL0 JDWLRQ#XVLQJ#D#WKUHH#VWDJH#PRGHO%/#-RXUQDO#RI
6PDOO#%XVLQHVV#0DQDJHPHQW/# -XO\/#S1#<0581

0XVD/#$JXVWLQD#+4<<;,/#%5HIRUPDVL#.HELMDNDQ#EDJL#3HUPRGDODQ#8.0#GL
,QGRQHVLD=# $QDOLVLV#'DPSDN#.ULVLV#.HXDQJDQ%#+3ROLF\#5HIRUPDWLRQ
IRU#WKH#)LQDQFLDO#RI# 60(V#LQ#,QGRQHVLD=#$QDO\VLV#RI#WKH#LPSDFW



43

RI#WKH#ILQDQFLDO#FULVLV,/# -DNDUWD=#7KH#$VLD#)RXQGDWLRQ1#

7$)#+4<<;,/#%7KH#&ULVLV#DQG#%H\RQG=#60(#'HYHORSPHQW#LQ#,QGRQHVLD1
$#%DFNJURXQG# 1RWH# IRU#7KH#4<<;#&*,%/#-XQH/#-DNDUWD=#7KH#$VLD
)RXQGDWLRQ1

7DPEXQDQ/#71#+4<<;,/#%8SD\D#0HPEDQWX#60(V#'DODP#6LWXDVL#0RQHWHU
6DDW#,QL%#+HIIRUW# WR#KHOS#60(V#LQ#WKLV#0RQHWDU\#VLWXDWLRQ,/#SDSHU
SUHVHQWHG#DW#WKH#,9WK# 'LVFXVVLRQ# RQ# 60(V/# )RUXP# ,QGRQHVLD/
-DNDUWD/#5:#-DQXDUL1

YDQ#'LHUPDQ/#3/#7KHH#.LDQ#:LH/#0DQJDUD#7DPEXQDQ/#DQG#7XOXV#7DPEXQDQ
+4<<;,/%7KH# ,0)#5HIRUP# $JUHHPHQWV=# (YDOXDWLQJ# 7KH# /LNHO\
,PSDFW#RQ#60(V%/#-XQH/# -DNDUWD=#7KH#$VLD#)RXQGDWLRQ1

:RUOG#%DQN#+4<<:,/#,QGRQHVLD06XVWDLQLQJ#+LJK#*URZWK#ZLWK#(TXLW\/
5HSRUW#QR1497660 ,1'/#0D\#631

:RUOG#%DQN#+4<<<,/#*OREDO#(FRQRPLF#3URVSHFWV#DQG#WKH#'HYHORSLQJ
&RXQWULHV/# :DVKLQJWRQ/#'1&1
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