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5HFHQWO\� QXPHURXV� HVVD\V� KDYH� FRQFOXGHG� WKDW� RQO\� D� IUDFWLRQ� RI�IRUHLJQ�UHVRXUFH�LQIORZV�KDYH�EHHQ�DGGLWLYH�WR�GRPHVWLF�VDYLQJ��ZKLOH�D�ODUJH�VKDUH� ZHUH� XVHG� WR� LQFUHDVH� FRQVXPSWLRQ�� 6RPH� HFRQRPLVWV� DUJXH� WKDW�IRUHLJQ� LQIORZ� DQG� HVSHFLDOO\� DLG� PDNH� OLWWOH� FRQWULEXWLRQ� WR� HFRQRPLF�JURZWK��RQFH�DFFRXQW�LV�WDNHQ�RI�WKHLU�HIIHFW�LQ�UHGXFLQJ�VDYLQJ��RI�WKH�SRRU�UDWH�RI� UHWXUQ�RQ�DLG�ILQDQFHG� LQYHVWPHQW�DQG�RI�GHEW� VHUYLFH�FKDQJHV��$LG�PD\� HDVH� WKH� ORW� RI� WKH� UHFLSLHQW� FRXQWU\
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� )RUHLJQ�DLG�LV�WKH�WUDQVIHU�RI�UHDO�UHVRXUFHV�IURP�GHYHORSHG�FRXQWULHV��'&V��WR�OHVV�GHYHORSHG�FRXQWULHV��/'&V��RQ�IDYRXUDEOH�WHUPV��'HYHORSPHQW�$VVLVWDQFH�&RPPLWWHH� �'$&�� GHILQHV� LW� DV� RIILFLDO� GHYHORSPHQW� DVVLVWDQFH�
�2'$��DQG�WHFKQLFDO�DLG��7KH�WHUP�H[FOXGHV�PLOLWDU\�DVVLVWDQFH�� 2'$�IORZV�PXVW�VDWLVI\�DOO�WKUHH�RI�WKH�IROORZLQJ�FULWHULD��
� �� WKHLU� SULPDU\� REMHFWLYH� PXVW� EH� GHYHORSPHQWDO�� WKXV� LW� H[FOXGHV�PLOLWDU\�DLG�DQG�SULYDWH�LQYHVWPHQW��
� ��WKH\�PXVW�EH�FRQFHVVLRQDO� WKDW� LV�WKH�WHUPV�DQG�FRQGLWLRQV�RI�WKH�ILQDQFLDO�SDFNDJH�PXVW�EH�VRIWHU�WKDQ�WKRVH�DYDLODEOH�RQ�D�FRPPHUFLDO�EDVLV��'$&�GHILQHV�DV�2IILFLDO�'HYHORSPHQW�$VVLVWDQFH��2'$��RIILFLDO�IORZV�ZLWK�D JUDQW�HOHPHQW�RI�JUHDWHU�WKDQ�����DW�D�����GLVFRXQW�UDWH��
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� 7KH� '$&� FRQFHVVLRQDOLW\� FULWHULRQ� GRHV� QRW� WDNH� LQWR� DFFRXQW�SUREOHPV� LQ� WKH� PHDVXUHPHQW� RI� WKH� YDOXH� RI� DLG� IORZV� FUHDWHG� E\�SURFXUHPHQW�W\LQJ��ZKHUHE\�JRRGV�SURFXUHG�E\�DLG�IXQGV�PXVW�EH�SXUFKDVHG�LQ�WKH�GRQRU�FRXQWU\��$LG�PD\�DOVR�EH�WLHG�WR�D�SURMHFW�RU�SROLF\�FRQGLWLRQV��
� ���0RWLYHV�DQG�2EMHFWLYHV�RI�)RUHLJQ�$LG�
� 0DQ\�HFRQRPLVWV�VHDUFKHG�WKH�DOORFDWLRQ�DQG�VRPH�GHWHUPLQDQWV�RI�IRUHLJQ�DLG�IORZV�WR�GHYHORSLQJ�FRXQWULHV�DQG�WULHG�WR�DQVZHU�WZR�TXHVWLRQV�FRQFHUQLQJ�IRUHLJQ�DLG�����:K\�GR�FRXQWULHV�JLYH�IRUHLJQ�DLG"�DQG����:KDW�GR� WKH� UHFHLYLQJ� FRXQWULHV� GR� ZLWK� LW"�� 6RPH� RI� WKHP�� OLNH� 0DL]HOV� DQG�1LVVDQNH���������0RVOH\���������)UH\�DQG�6FKQHLGHU���������5XWWDQ��������DQG�*DQJ�DQG�.KDQ��������ORRNHG�DW�ZKDW�IDFWRUV�GHWHUPLQH�KRZ�PXFK�DLG�D�FRXQWU\� JLYHV�� 0DQ\� RWKHU� UHVHDUFKHUV�� OLNH� *ULIILQ� DQG� (QRV� ��������
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� &RQFHVVLRQDOLW\� LV� PHDVXUHG� E\� WKH� JUDQW� HOHPHQW� RI� WKH� DLG�� ZKHUH� WKLV� LV� WKH� JUDQW�
HTXLYDOHQW� RI� WKH� DLG� H[SUHVVHG� DV� D� SHUFHQWDJH�RI� LWV� IDFH�YDOXH��*UDQW� HTXLYDOHQW� LV� WKH�
IDFH� YDOXH�RI� WKH� DLG�PLQXV� WKH� SUHVHQW� YDOXH�RI� UHSD\PHQW��'$&�GHILQH� DV�FRQFHVVLRQDO�
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:HLVVNRII���������3DSHQHN���������0RVOH\��+XGVRQ�DQG�+RUUHOO��������GHDOW�ZLWK�WKH�VHFRQG�TXHVWLRQ��
� 7KH�HFRQRPLF�REMHFWLYHV�RI�IRUHLJQ�DLG�DUH�WR�DOOHYLDWH�SRYHUW\�DQG�LQFUHDVH� VDYLQJV�� LQYHVWPHQW� DQG� UDWH� RI� JURZWK� RI� *13� LQ� GHYHORSLQJ�FRXQWULHV�� +RZHYHU�� GHYHORSPHQW� DVVLVWDQFH� KDV� QRW� DOZD\V� VXFFHHGHG� LQ�DFKLHYLQJ� WKHVH�REMHFWLYHV�EHFDXVH� LQ�PDQ\�FDVHV�GRQRU�PRWLYHV�IRU�JLYLQJ�DLG� DQG� UHFLSLHQW� PRWLYHV� IRU� DFFHSWLQJ� LW� FRQIOLFW� ZLWK� WKH� HFRQRPLF�REMHFWLYHV�RI�IRUHLJQ�DLG��$V�7RGDUR��������LQGLFDWHV���7KHUH�DUH�OLNHO\�WR�EH�IXQGDPHQWDO� GLIIHUHQFHV� LQ� DWWLWXGHV� DQG� PRWLYDWLRQV� EHWZHHQ� GRQRU� DQG�UHFLSLHQW� FRXQWULHV�� �7RGDUR�� 0�3�� ������ S������� 7KXV�� IRUHLJQ� DLG� LV� D�FRPSOH[� WHUP�� HVSHFLDOO\�� ZKHQ� LW� LV� XVHG� WR� FRYHU� D� YDULHW\� RI� UHVRXUFH�WUDQVIHUV� IURP�GHYHORSHG� FRXQWULHV� WR�GHYHORSLQJ� FRXQWULHV��0DQ\�RI� WKHVH�PD\� EH� PLOLWDU\� DQG�RU� SROLWLFDO� LQ� QDWXUH� DQG� KDYH� QRWKLQJ� WR� GR� ZLWK�DVVLVWLQJ�HFRQRPLF�GHYHORSPHQW��
� ,W� KDV� EHHQ� DUJXHG� WKDW� WKH� WUDQVIHU� RI� UHVRXUFHV� IURP� GHYHORSHG�FRXQWULHV� WR� GHYHORSLQJ� FRXQWULHV� RQ� FRPPHUFLDO� WHUPV� SURYLGH� VRPH�
EHQHILWV� IRU� ERWK� GHYHORSHG� DQG� GHYHORSLQJ� FRXQWULHV�� +RZHYHU�� DV� VWDWHG�E\�5XWWDQ� ������� WKLV� DUJXPHQW�PD\� QRW� EH� YDOLG� IRU� RIILFLDO� GHYHORSPHQW�DVVLVWDQFH�ZKLFK�LQFOXGHV�JUDQW�HOHPHQWV��
� 0DL]HOV�DQG�1LVVDQNH��������LQYHVWLJDWH�WKH�XQGHUO\LQJ�SULQFLSOHV�RI�IRUHLJQ�DLG�DOORFDWLRQ�DQG�PRWLYHV�RI�GRQRU�DQG�UHFLSLHQW��7KH\�WHVWHG�GRQRU�LQWHUHVW�DQG�WKH�UROH�RI�UHFLSLHQW�QHHG�LQ�GHWHUPLQDWLRQ�RI�IRUHLJQ�DLG�LQIORZV�E\� VHWWLQJ� WZR�DOWHUQDWLYH�PRGHOV� WR�ELODWHUDO�DQG�PXOWLODWHUDO�DLG� IORZV�IRU����FRXQWULHV��7KHLU�HPSLULFDO�HYLGHQFH�VKRZV�WKDW�GRQRU¶V�VHOI�LQWHUHVW�SOD\V�D UHODWLYHO\� ODUJH� UROH� LQ� ELODWHUDO� DVVLVWDQFH� ZKLOH� IRUHLJQ� DLG� IURP�PXOWLODWHUDO� VRXUFHV� DUH� DOORFDWHG� DQG� SOD\� ODUJH� UROH� RQ� UHFLSLHQW� QHHG�FULWHULD��
� �����'RQRU�0RWLYHV�)RU�*LYLQJ�)RUHLJQ�$LG�
� 7KHUH� DUH� VHYHUDO� PRWLYHV� ZKLFK� LQVSLUH� ILQDQFLDO� DVVLVWDQFH� IURP�SXEOLF� ERGLHV� RQ� FRQFHVVLRQDU\� WHUPV�� VXFK� DV� KXPDQLWDULDQ�� SROLWLFDO��FRPPHUFLDO�� PLOLWDU\� DQG� HFRQRPLF�� $V� LW� LV� LQGLFDWHG� E\� 0HQGH� ���������WHUPV�OLNH�DLG�DQG�GHYHORSPHQW�DVVLVWDQFH�KDYH�KXPDQLWDULDQ�DQG�FKDULWDEOH�FRQQRWDWLRQV�� $� QDLYH� ORJLF�ZRXOG� OHDG� RQH� WR� EHOLHYH� WKDW� DLG� LV� GLUHFWHG�
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HLWKHU�ZKHUH� WKHUH� LV�JUHDWHVW� SRYHUW\�RU�DOWHUQDWLYHO\��ZKHUH� LW�FDQ�EH�EHVW�HPSOR\HG�WR�SXW�DQ�HQG�WR�DQ�LQWROHUDEOH�VLWXDWLRQ��(YHQ�FXUVRU\�H[DPLQDWLRQ�RI�GDWD�VKRZV�WKDW�WKLV�QRW�WKH�FDVH���0HQGH��7���������S������7KH�GLUHFWLRQ�
RI�8�6��DLG�VKRZV�WKDW�LW�LV�REYLRXV�WKDW�DLG�GRHV�QRW�DOZD\V�JR�WR�WKH�SRRU���6RPH�GHYHORSPHQW��DVVLVWDQFH�PD\�EH�PRWLYDWHG�E\�PRUDO�DQG�KXPDQLWDULDQ�GHVLUHV� WR� DVVLVW� WKH� OHVV� IRUWXQDWH�� EXW� WKHUH� LV� QR� VLJQLILFDQW� HYLGHQFH� WR�VXJJHVW�WKDW�RYHU�ORQJHU�SHULRGV�RI�WLPH�GRQRU�FRXQWULHV�DVVLVW�RWKHUV�ZLWKRXW�H[SHFWLQJ�VRPH�FRUUHVSRQGLQJ�EHQHILWV��
� 7KH�RIILFLDO�DLG� UHSRUWV�JHQHUDOO\�SRLQW�RXW� WKH�KXPDQLWDULDQ�DVSHFW�RI�IRUHLJQ�DLG�ZLWK�LWV�XVHIXOQHVV�LQ�SURPRWLQJ�VRFLDO�VWDELOLW\�LQ�WKH�UHFLSLHQW�FRXQWULHV�� +RZHYHU�� WKH� GHYHORSPHQW�PRWLIV� RI� IRUHLJQ� DLG� VWLOO� WDNH� ODUJH�SDUW� LQ� RIILFLDO� UHSRUWV� RI� GRQRU� JRYHUQPHQWV� DQG� WKH�2(&'�'HYHORSPHQW�
$VVLVWDQFH�&RPPLWWHH� �'$&���� 0RUHRYHU��PDQ\�GRQRU� FRXQWULHV� FRQVLGHU�WKHLU�QDWLRQDO�HFRQRPLF�LQWHUHVW��SROLWLFDO�DQG�VWUDWHJLF�LQWHUHVW�DV�ZHOO��
� �������0RUDO�DQG�+XPDQLWDULDQ�0RWLYHV�
� 7KHUH�DUH�PRUDO�DQG�KXPDQLWDULDQ�PRWLYHV� WR�DVVLVW�SRRU�FRXQWULHV��7KH� REMHFWLYHV� RI� PRVW� GRQRUV� KDYH� DQ� LQJUHGLHQW� RI� PRUDO� REOLJDWLRQ�VWUHVVLQJ� WKDW� VRFLDO� ZHOIDUH� VKRXOG� EH� SURPRWHG� LQ� WKH� /'&V� VR� DV� WR�GHFUHDVH� WKH� GLVSDULW\� EHWZHHQ� WKH� WZR� JURXSV�� %RWK� 2KOLQ� ������� DQG�3HDUVRQ� ������� KDYH� EURDGO\� HQGRUVHG� WKH� YLHZ� WKDW� DLG� LV� D� SDVVDJH� WR�JOREDO�SHDFH�VLQFH�WHQVLRQV�ZLWKLQ�WKH�GHVWLWXWH�QDWLRQV�DUH�UHGXFHG��1DWLRQDO�ERXQGDULHV�DUH�TXLWH�DUWLILFLDO�FRQVWUXFWLRQV��WKHUHIRUH��GHYHORSLQJ�FRXQWULHV�DFFHSW� DVVLVWDQFH� QRW� RQO\� IURP� QDWLRQDO� JRYHUQPHQWV� DV� D� SDUW� RI� WKHLU�UHJXODU� DLG� SURJUDP�� EXW� DOVR� IURP� PDQ\� YROXQWDU\� DQG� FKDULWDEOH�
RUJDQLVDWLRQV��DQG�IURP�HPHUJHQF\�DQG�GLVDVWHU�UHOLHI�IXQGV���

7KH� WKHVLV� WKDW� QDWLRQV� H[WHQG� DLG� RXW� RI� D� VHQVH� RI� V\PSDWK\� DQG�FKDULW\� KDV� EHHQ� UHMHFWHG� E\� *ULIILQ� DQG� (QRV� �������� DQG� WKH\� VD\�� �:H�EHOLHYH�WKHUH�DUH�RWKHU�UHDVRQV�IRU�ZKLFK�IRUHLJQ�DLG�LV�JLYHQ��DQG�E\�ZKLFK�GRQRU� FRXQWULHV� MXGJH� LWV� HIIHFWLYHQHVV�� 3KLODQWKURS\� LV� QRW� RQH� RI� WKHVH��,QGLYLGXDOV� PD\� EH� KXPDQH� DQG� GLVLQWHUHVWHG�� EXW� QDWLRQV� DUH� QRW�� :KHQ�
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��

SHRSOH� FROOHFW� WRJHWKHU� WR� SURPRWH� WKHLU� RZQ� LQWHUHVWV�� WKH\� ORVH� WKHLU�V\PSDWK\�IRU�RWKHUV���*ULIILQ�DQG�(QRV��������S�������
� )XUWKHU��DV�IDU�DV�WKH�/'&V�DUH�FRQFHUQHG��KXPDQLWDULDQLVP�LV�QRW�D�FRJHQW� UHDVRQ�� $EERW� ������� KDV� VWDWHG�� �7KH\� UHMHFW� WKH�ZKROH� QRWLRQ� RI�KXPDQLWDULDQLVP� DQG� VXEVWLWXWH� IRU� LW� WKH� PRUH� XQFRPIRUWDEOH� FRQFHSW� RI�FRQVFLHQFH� PRQH\�� LQ� ZKLFK� WKH� GRQRUV� DUH� VHHQ� QRW� DV� DFWLQJ� RXW� RI� WKH�JRRGQHVV�RI�WKHLU�KHDUWV��VR�DV�WR�VSHDN��EXW�UDWKHU�DV�SD\LQJ�WKH�GHEWV�RI�SDVW�LQMXVWLFHV�� H[SORLWDWLRQV� DQG� VR� RQ�� ,Q� RWKHU� ZRUGV�� WKH� GRQRUV� DUH� RQO\�DWRQLQJ�IRU�WKHLU�SDVW�PLVGHHGV���$EERW��������S�����
� �������3ROLWLFDO��&RPPHUFLDO�DQG�0LOLWDU\�0RWLYHV�
� 7KH� GRQRU
V� SULPDU\�PRWLYHV� IRU� JLYLQJ� DLG� LV� SROLWLFDO� UDWKHU� WKDQ�PRUDO�DQG�KXPDQLWDULDQ��7KH�SROLWLFDO�SXUSRVHV�KDYH�EHHQ�WR�REWDLQ�VWUDWHJLF�DGYDQWDJHV�DQG� WR�FXOWLYDWH� WKH�DVSLUDWLRQV�RI�WKH�GRQRU�VXFK�DV�GHPRFUDF\�DQG�FRPPXQLVP��DPRQJ�RWKHUV��7KH�WHUPLQDWLRQ�RI�:RUOG�:DU�,,��ZLWQHVVHG�WKH� JUDGXDO� HPHUJHQFH� RI� OLEHUDWHG� QDWLRQV� ZKR� UHTXLUHG� DVVLVWDQFH� IRU�SURJUHVV��)RUHLJQ�DLG�PDGH�LWV�GHEXW�LQ�WKH�/'&V�SDUWO\�WR�PHHW�WKLV�UHVSRQVH�DQG�SDUWO\�WR�REYLDWH�WKHP�IURP�DOO\LQJ�ZLWK�WKH�6RYLHW�8QLRQ��)RUHLJQ�DLG��HVSHFLDOO\�LQ�WKH�8QLWHG�6WDWHV��ZDV�DVVLJQHG�WKH�UROH�RI�ZLQQLQJ�IULHQGV�DQG�FRXQWHULQJ�HQHPLHV��,W�ZDV�RSLQHG�WKDW�LI�GHYHORSHG�FRXQWULHV�OLNH�WKH�8QLWHG�6WDWHV� GR� QRW� KHOS� QDWLRQV�ZKLFK� DUH� GHWHUPLQHG� WR� GHYHORS� HFRQRPLFDOO\��
WKH\�ZLOO�WXUQ�WR�5XVVLD���

,W� LV� JHQHUDOO\� WKH� FDVH� WKDW� )RUHLJQ� DLG�ZLOO� QRW� EH� JLYHQ� WR� RQH
V�HQHPLHV��)RU�LQVWDQFH�D�ODUJH�SDUW�RI�$PHULFDQ�DLG�WR�/'&V�ZDV�DOORFDWHG�RQ�WKH�JURXQGV�RI�NHHSLQJ�LQWDFW�$PHULFDQ
V�SROLWLFDO�LQWHUHVW�DV�IDU�DV�SRVVLEOH��7KH� IULHQGO\� FRXQWULHV� DUH� XVXDOO\� WKRVH� ZKLFK� ZRXOG� KHOS� WKH� 8�6�$�� WR�SURWHFW� DJDLQVW� WKH�GDQJHU�RI� WKH� VSUHDG�RI�FRPPXQLVP��6RYLHW� IRUHLJQ�DLG�
ZDV� DOVR� VLPLODU� WKH� 8�6�$�� IRUHLJQ� DLG��� )XUWKHUPRUH�� DV� 7RGDUR� �������VDLG���WKH�GLUHFWLRQ�RI�WRWDO�DLG�LV�QRW�DOZD\V�JLYHQ�WR�WKH�QHHGLHVW�FRXQWULHV��/HVV� WKDQ�KDOI�RI�ELODWHUDO�GHYHORSPHQW�DLG�JRHV�WR�WKH�IRXUW\�VL[�FRXQWULHV�ZLWK� WKH� ORZHVW� LQFRPHV�� 0RVW� DLG� EDVHG� RQ� SROLWLFDO� DQG� PLOLWDU\�FRQVLGHUDWLRQV� JRHV� WR� UHODWLYHO\�ZHOO�RII� 7KLUG�:RUOG� FRXQWULHV�� �7RGDUR��

��� �6HH�)5,('0$1�0����)RUHLJQ�(FRQRPLF�$LG��0HDQV�DQG�2EMHFWLYHV���<DOH�5HYLHZ��9RO��
����������

��
� 6HH� *+$7$.� 6���$Q� ,QWURGXFWLRQ� WR� 'HYHORSPHQW� (FRQRPLF�� $OOHQ� DQG� 8QZLQ� /WG���
/RQGRQ���������S�������



��

������S�������,QGHHG��(J\SW�DQG�,VUDHO�DUH�RI�JHRSROLWLFDO�VLJQLILFDQFH�WR�WKH�8QLWHG�6WDWHV�DQG�WKXV�UHFHLYH�PRUH�DLG�WKDQ�WKH�QRUPDO��
� %LODWHUDO� DVVLVWDQFHV� DUH� DOVR� ODUJHO\� D� PDWWHU� IRU� WKH� GRQRUV�FRQFHUQHG�� ,Q� SUDFWLFH�� LW� RIWHQ� UHIOHFWV� SROLWLFDO� DQG� PLOLWDU\� REMHFWLYHV��7KLUOZDOO�� ������� 7KHUHIRUH�� LW� FDQ� EH� VDLG� WKDW� HVSHFLDOO\� WKH� GHFLVLRQ� WR�JUDQW�DLG�WR�WKH�DQRWKHU�FRXQWU\�LV�IXQGDPHQWDOO\�D�SROLWLFDO�GHFLVLRQ��,Q�RWKHU�ZRUGV�� (FRQRPLF� DLG� IURP� WKH� SRZHUIXO� WR� WKH� SRZHUOHVV� FRXQWULHV� LV� DQ�LQVWUXPHQW�RI�SRZHU�SROLWLFV��
� $SDUW� IURP� SROLWLFDO� DQG�PLOLWDU\�PRWLYDWLRQV�� WKHUH� DUH� DOVR� VRPH�FRPPHUFLDO�PRWLYHV� IRU� JLYLQJ� DLG� DV� WKH\� SURFXUH� HFRQRPLF� EHQHILWV� DV� D�UHVXOW� RI� WKHLU�DLG�SURJUDPPHV��7KLV� LV�DSSDUHQW�DV�GRQRUV�DUH� LQFUHDVLQJO\�WHQGLQJ�WRZDUGV�SURYLGLQJ�ORDQV�LQVWHDG�RI�JUDQWV��+HUH���WLHG�DLG��HLWKHU�E\�VRXUFH� �L�H�� ORDQV� RU� JUDQWV� KDYH� WR� EH� VSHQW� RQ� WKH� SXUFKDVH� RI� GRQRU�FRXQWU\
V� JRRGV� DQG� VHUYLFHV�� RU� E\� SURMHFW� �IXQGV� FDQ� RQO\� EH� XVHG� IRU�
VSHFLILF�SURMHFWV��FDQ�EH�DQ�H[DPSOH�RI�FRPPHUFLDO�PRWLYHV��� ,Q�DGGLWLRQ��VRPH� LQWHUHVW� JURXSV� LQ� WKH� '&V� SURYLGH� VRPH� EHQHILWV� IURP� DLG�� 7KHVH�LQWHUHVW� JURXSV� LQFOXGH� H[SRUWHUV� RI� JRRGV� DQG� VHUYLFHV� ERXJKW� E\� DLG�UHFLSLHQW� FRXQWULHV�� WKRVH� ZKR� KDYH� H[WHQGHG� ORDQV� DQG� FUHGLWV� WR� DLG�UHFLSLHQW� JRYHUQPHQWV� ZKRVH� DELOLW\� WR� UHSD\� WKHP� GHSHQGV� FULWLFDOO\� RQ�FRQWLQXLQJ� WR� UHFHLYH� DLG� IXQGV�� DQG� WKRVH� HQJDJHG� LQ� WKH� DLG� LQGXVWU\� DV�
SROLWLFLDQV��DGPLQLVWUDWRUV�DQG�H[SHUWV���

�������(FRQRPLF�0RWLYHV�
� $V� LW� LV� VWDWHG� E\� 7KLUOZDOO� �������� �WKHUH� DUH� VRPH� HFRQRPLF�PRWLYHV�IRU�GHYHORSHG�FRXQWULHV�LQYHVWLQJ�LQ�GHYHORSLQJ�FRXQWULHV��QRW�RQO\�WR�UDLVH�WKH�JURZWK�UDWH�RI�WKH�GHYHORSLQJ�FRXQWULHV��EXW�DOVR�LQ�WKHLU�RZQ�VHOI�LQWHUHVW� WR� UDLVH� WKHLU� RZQ� ZHOIDUH�� �7KLUOZDOO�� ������ S������� ,Q� WKLV� FDVH��LQWHUQDWLRQDO� DLG� FDQ� EH� PXWXDOO\� SURILWDEOH�� 7KLV� HFRQRPLF� PRWLYHV� RI�IRUHLJQ�DLG�HPSOR\�VRPH�DVVHUWLRQV� WKDW� IRUHLJQ�DLG�SURPRWHV�H[SRUWV� IURP�DQG�HPSOR\PHQW�LQ�WKH�GRQRU�FRXQWULHV��)RU�H[DPSOH�� LW� LV�REYLRXV�WKDW� WKH�8QLWHG� 6WDWHV� HFRQRP\� JDLQV� VRPH� EHQHILWV� IURP� WKH� DVVLVWDQFH� SURJUDP�ZKHUH� H[SRUWV� RI� JRRGV� DQG� VHUYLFHV� DUH� VXEVLGLVHG� E\� IRUHLJQ� DLG�� )RRG�

��
�6HH�72'$52��0�3���(FRQRPLF�'HYHORSPHQW�LQ�WKH�7KLUG�:RUOG����HG���/RQJPDQ��������
S�����������

��
� 6HH� %$8(5�� 3�7�<DPH\�� %�� �7KH� 3ROLWLFDO� (FRQRP\� RI� )RUHLJQ� $LG��� /OR\GV� %DQN�
5HYLHZ��������



��

JUDLQV�SURGXFHUV�EHQHILWV� IURP�IRRG�DVVLVWDQFH�� WKH�HQJLQHHULQJ�ILUPV�JDLQV�
IURP�FRQWUDFWV�DVVRFLDWHG�ZLWK�LQIUDVWUXFWXUH�GHYHORSPHQW�SURMHFWV���

7KH� EXVLQHVV� JURXSV� DQG� JRYHUQPHQW� RI�8�.�� DOVR� H[SHFW� WKDW� WLHG�ELODWHUDO� DLG� LV� OLNHO\� WR� JDLQ� JUHDWHU� FRPPHUFLDO� EHQHILWV� RQ� WKH� 8�.��HFRQRP\�� 7KLV� WLHG� ELODWHUDO� DLG� JHQHUDWHV� 8.�� H[SRUWV�� ZLWK� DVVRFLDWHG�EHQHILWV� LQ� WHUP�RI�RXWSXW�� HPSOR\PHQW� DQG� WKH� EDODQFH�RI� WUDGH��ZKLFK� LQ�WXUQ� JHQHUDWH� WD[� UHYHQXH� WKDW� SDUWLDOO\� RIIVHWV� WKH� FRVW� RI� DLG� WR�
JRYHUQPHQW��� 0RUULVVH\� ������� LQ� KLV� VWXG\�� KRZHYHU�� VKRZHG� WKDW�PXOWLODWHUDO�DLG�KDV�JUHDWHU�LPSDFW�RQ�WKH�GRQRU�HFRQRP\�WKDQ�WLHG�ELODWHUDO�DLG��
� ,W� FDQ� DOVR� EH� FDVH� WKDW� LI� IRUHLJQ� DLG� LV� XVHIXO� LQ� VWLPXODWLQJ� WKH�JURZWK�UDWH�RI�QDWLRQDO�LQFRPH�LQ�D�GHYHORSLQJ�FRXQWU\��WKH�HIIHFW�RI�IRUHLJQ�
DLG�FDQ�H[SDQG�WKH�GHPDQG�IRU�JRRGV�DQG�VHUYLFHV�RI�GHYHORSHG�FRXQWULHV���

7KH� HFRQRPLF� PRWLYHV� VSODVK� WKH� DLG� GRFXPHQWV� RI� PRVW� RI� WKH�GRQRUV� DQG� ILQDQFLDO� LQVWLWXWLRQV� DQG� PXOWLODWHUDO� RUJDQLVDWLRQV�� $� VDPSOH�ZRXOG�UXQ�DV�IROORZV��
� D�� WR�FXOWLYDWH�D�FRQGXFLYH�HQYLURQPHQW�LQ�GHYHORSLQJ�FRXQWULHV�IRU�VHOI�VXVWDLQHG�JURZWK��
� E��WR�DFW�DV�D�FDWDO\VW�LQ�WKH�UHFLSLHQW�FRXQWU\�E\�FRPSOHPHQWLQJ�WKH�DFWLYLWLHV�RI�WKH�JHQHUDO�PDVVHV�WRZDUGV�UDSLG��HFRQRPLF�JURZWK��
� F�� WR� SURYLGH� WKH� IRUHLJQ� H[FKDQJH� WR� WKH� /'&V� IRU� LPSRUWLQJ�UHTXLUHG�FDSLWDO�JRRGV�DQG�PDFKLQHU\��
� G��WR�EULGJH�WKH�JDS�EHWZHHQ�GRPHVWLF�LQYHVWPHQW�DQG�VDYLQJV��
� H��WR�KHOS�LQ�WKH�LQWURGXFWLRQ�DQG�DGRSWLRQ�RI�PRGHUQ�WHFKQRORJ\�DQG�DOWHU�WKH�FRPSRVLWLRQ�RI�RXWSXW�DQG�HPSOR\PHQW��
� (FRQRPLFDOO\��WKH�GRQRU�ZLOO�DOVR�JDLQ�LI�LW�LV�DEOH�WR�SHQHWUDWH�LQWR�WKH�PDUNHWV�RI�GHYHORSLQJ�FRXQWULHV��

��
� 6HH�5XWWDQ��9��:��� �:K\�)RUHLJQ�(FRQRPLF�$VVLVWDQFH"���(FRQRPLF�'HYHORSPHQW�DQG�
&XOWXUDO�&KDQJH��9RO������1R����������

��
� 6HH� 0255,66(<� 2��� �7KH� ,PSDFW� RI� 0XOWLODWHUDO� DQG� 7LHG� %LODWHUDO� $LG� RQ� WKH� 8�.��
(FRQRP\���-RXUQDO�RI�,QWHUQDWLRQDO�'HYHORSPHQW��9RO����1R����������

��
� 6HH�5XWWDQ�9��:��� �:K\� )RUHLJQ� (FRQRPLF�$VVLVWDQFH"���(FRQRPLF�'HYHORSPHQW� DQG�
&XOWXUDO�&KDQJH��9RO������1R�����������



��

�����5HFLSLHQW�0RWLYHV�IRU�5HFHLYLQJ�)RUHLJQ�$LG�
� ,W� LV�ZHOO� NQRZQ� WKDW�/'&V�� DW� OHDVW�XQWLO� UHFHQWO\��KDYH�EHHQ�YHU\�HDJHU�WR�DFFHSW�IRUHLJQ�DLG��HYHQ�LQ�LWV�PRVW�VWULQJHQW�DQG�UHVWULFWLYH�IRUPV��,W�KDV�EHHQ�JLYHQ�PXFK�DWWHQWLRQ�WR�UHFHLYLQJ�IRUHLJQ�DLG��$�SULPDU\�PRWLYH�IRU�UHFHLYLQJ�DLG�LV�SROLWLFDO�DV�IRUHLJQ�DLG�SURYLGHV�JUHDWHU�SROLWLFDO�OHYHUDJH�WR�WKH�H[LVWLQJ�OHDGHUVKLS�WR�PDLQWDLQ�LWV�SRZHU�DQG�VXSSUHVV�RSSRVLWLRQ���
� $QRWKHU�PDMRU� UHDVRQ� LV� FOHDUO\� HFRQRPLF� LQ� FRQFHSW� DQG�SUDFWLFH��$FFRUGLQJ� WR� 7RGDUR� �������� GHYHORSLQJ� FRXQWULHV� KDYH� RIWHQ� WHQGHG� WR�DFFHSW�XQFULWLFDOO\�WKH�SURSRVLWLRQ�WKDW�IRUHLJQ�DLG�LV�D�FUXFLDO�DQG�HVVHQWLDO�LQJUHGLHQW�LQ�WKH�GHYHORSPHQW�SURFHVV��7KHUH�DUH�VRPH�VXFFHVVIXO�FDVHV�VXFK�DV� ,VUDHO�� 7DLZDQ� DQG� 6RXWK� .RUHD�� +HQFH�� IRUHLJQ� DLG� VXSSOHPHQWV� WKH�VFDUFH�GRPHVWLF�UHVRXUFHV�RI�GHYHORSLQJ�FRXQWULHV��LW�FRQWULEXWHV�WRZDUGV�WKH�HFRQRP\�WUDQVIRUPLQJ�VWUXFWXUDOO\��,W�LV�DOVR�FRQWULEXWHV�WR�WKH�DFKLHYHPHQW�RI� GHYHORSLQJ� FRXQWULHV
� WDNH�RIIV� LQWR� VHOI�VXVWDLQLQJ� HFRQRPLF� JURZWK��7KHUHIRUH��WKH�HFRQRPLF�UDWLRQDOH�IRU�IRUHLJQ�DLG�LQ�GHYHORSLQJ�FRXQWULHV�LV�ODUJHO\�RQ�WKHLU�DFFHSWDQFH�RI�ZKDW�WKH\�UHTXLUH�WR�SURPRWH�WKHLU�HFRQRPLF�GHYHORSPHQW��+HQFH��FRQIOLFWV� JHQHUDOO\�DULVH��QRW�RXW�RI�DQ\�GLVDJUHHPHQW�DERXW� WKH� UROH� RI� IRUHLJQ� DLG�� EXW� RYHU� LWV� DPRXQW� DQG� FRQGLWLRQV�� 7RGDUR�������� FRQFOXGHG� WKDW� �QDWXUDOO\�� GHYHORSLQJ� FRXQWULHV� ZRXOG� OLNH� WR� KDYH�PRUH� DLG� LQ� WKH� IRUP� RI� RXWULJKW� JUDQWV� RU� ORQJ� WHUP� ORZ�FRVW� DLG� ZLWK�PLQLPXP�VWULQJV�DWWDFKHG���7RGDUR��������S��������
� 0RUHRYHU�� UHFLSLHQWV� XVH� DLG� IRU� FRPPHUFLDO� UHDVRQV� DV� WKH\� VKLIW�UHVRXUFHV� IURP� WKHLU� GHVWLQHG� SURMHFWV� RU� SURJUDPPHV� WR� RWKHU� QRQ�
SURGXFWLYH�SXUSRVHV��7KLV� LV�NQRZQ�DV� WKH� IXQJLELOLW\�RI�DLG��� ,W� LV�DUJXHG�WKDW� JRYHUQPHQW� DUH� HQDEOH� WR� DOWHU� WKHLU� VSHQGLQJ� SDWWHUQV� WR� VXEYHUW� WKH�VHFWRUDO� GLVWULEXWLRQ� RI� H[SHQGLWXUH� GHVLUHG� E\� GRQRU� FRXQWULHV�� ,QGHHG�0RVOH\� LQGLFDWHV� WKDW� LQ� VRPH� FRXQWULHV� UHOXFWDQFH� WR� UDLVH� WD[HV�� RU� WR�FROOHFW�WKH�WD[HV�WKDW�DUH�GXH��IRUFHV�JRYHUQPHQWV�RI�WKHVH�FRXQWULHV�WR�GUDLQ�
VRPH�RYHUVHDV�DLG�LQWR�WKH�UHFXUUHQW�EXGJHW��� +H�DUJXHV�WKDW�WKH�WUHQG�LQ�WD[�HIIRUW�LV�D�JRRG�LQGLFDWRU�IRU�WKH�H[WHQW�WR�ZKLFK�IRUHLJQ�DLG�LV�VZLWFKHG�LQWR�FRQVXPSWLRQ��+H�WHVWHG�WKH�WD[�HIIRUW�LQ�WKH�DLG�JURZWK�UHODWLRQVKLS��DQG�KLV�
��
� )RU� IXQJLELOLW\� RI� IRUHLJQ� DLG�� VHH�3$&.�+��-��5��3$&.�� �,V�)RUHLJQ�$LG�)XQJLEOH"�7KH�
&DVH�RI�,QGRQHVLD���7KH�(FRQRPLF�-RXUQDO��9RO�������������

��
�6HH�026/(<�3����$LG��6DYLQJV�DQG�*URZWK�5HYLVLWHG���%XOOHWLQ�RI�WKH�2[IRUG�8QLYHUVLW\�
,QVWLWXWH� RI� (FRQRPLFV� DQG� 6WDWLVWLFV�� 9RO�� ���� ������ 0D\�� DQG� DOVR� 0RVOH\�� 3�� DQG�
+XGVRQ�� -�� DQG�+255(/�6�� �$LG� �� WKH�3XEOLF�6HFWRU�DQG� WKH�0DUNHW� LQ�/HVV�'HYHORSHG�
&RXQWULHV���7KH�(FRQRPLF�-RXUQDO��9RO�����6HSW������������



��

UHVXOW�VKRZHG�WKDW�ZLWKLQ�WKH�JURXS�RI�KLJK�DLG�UHFHLYHUV�WKRVH�ZLWK�OHVV�WKDQ�DYHUDJH�JURZWK�SHUIRUPDQFH�DUH�PDLQO\� WKRVH� LQ�ZKLFK� WD[�HIIRUW� LV� IDOOLQJ�DQG� WKRVH�ZLWK�DERYH�DYHUDJH�JURZWK�SHUIRUPDQFH�DUH�H[FOXVLYHO\� WKRVH� LQ�ZKLFK�WD[�HIIRUW�LV�ULVLQJ��0RVOH\�WKHQ�H[SDQGHG�WKH�WHVW�WR�DQ�RSHQ�HFRQRP\�PRGHO� ZKHUH� KH� LQFRUSRUDWHG� D� FRXQWU\
V� IRUHLJQ� H[FKDQJH� SRVLWLRQ� LQ� WKH�UHODWLRQVKLS��EXW�LW�GLG�QRW�FKDQJH�KLV�UHVXOW��6LQFH�JRYHUQPHQW�FRQWUROV�WKH�FKRLFH�RI�WD[�UDWHV�DQG�WD[�EDVHV��KH�VXJJHVWHG�WKDW�FRXQWULHV�WKDW�XVHG�DLG�WR�ILQDQFH� UHFXUUHQW� H[SHQGLWXUH� ZHUH� H[HUFLVLQJ� D� GHOLEHUDWH� SUHIHUHQFH� IRU�ORZHU�OHYHOV�RI�WD[DWLRQ�WKDQ�WKH\�ZRXOG�KDYH�GRQH�LQ�WKH�DEVHQFH�RI�IRUHLJQ�DLG��
� 7KH� IXQJLELOLW\� RI� IRUHLJQ� DLG� LV� D� WKHRUHWLFDO� SKHQRPHQRQ�� 7KH�JRYHUQPHQW� RI� D� GHYHORSLQJ� FRXQWU\� DGMXVWV� LWV� DOORFDWLRQ� RI� H[SHQGLWXUH��ZKLFK�LV�HTXDO�WR�GRPHVWLF�UHVRXUFHV�SOXV�IRUHLJQ�DLG��EHWZHHQ�WZR�JRRGV�RU�VHFWRUV� WR� DFKLHYH� LWV� KLJKHVW� EHQHILW��7KH� IRUHLJQ� DLG� IXQGV�GHVLJQDWHG� IRU�RQH� SURMHFW�PD\� EH� VSHQW� RQ� DQRWKHU� DV� JRYHUQPHQW� DOWHUV� LWV� H[SHQGLWXUH�SDWWHUQ��0RUH�UHFHQWO\��&DVKHO�&RUGR�DQG�&UDLJ��������DQG�*DQJ�DQG�.KDQ��������LQYHVWLJDWHG�WKH�IXQJLELOLW\�RI�IRUHLJQ�DLG�HPSLULFDOO\��
� 7KH�LPSDFW�RI�IRUHLJQ�DLG�RQ�UHFLSLHQW�ILVFDO�EHKDYLRXU��WKDW�IRUHLJQ�DLG�ZLOO�RIIVHW� WD[HV�DQG�WKDW�JRYHUQPHQW�H[SHQGLWXUH�ZLOO�ULVH�E\� OHVV�WKDQ�WKH�YDOXH�RI�WKH�DLG�LQIORZV��KDV�EHHQ�FULWLFLVHG�E\�:KLWH���������+H�VWDWHG�WKDW�WKH�PRGHO�RI�0RVOH\��3��DQG�+XGVRQ��-��DQG�+RUUHO��6���������GRHV�QRW�LQFRUSRUDWH� DQ\� RI� WKH� IHHG� EDFN� HIIHFWV� IURP� IRUHLJQ� DLG� WKURXJK� KLJKHU�LQFRPH��+LV�VWXG\�SUHVHQWV�D�VLPSOLILHG��YHUVLRQ�RI�0RVOH\�HW�DO� �������� LQ�ZKLFK�DLG�FDQ�LQFUHDVH�FXUUHQW�LQFRPH��DQG�VKRZHG�WKDW��WKH�FRQFOXVLRQ�WKDW�IRUHLJQ�DLG�GLVSODFHV�WD[HV�LV�D�SDUWLDO�UHVXOW�WKDW�QHHG�QRW�KROG�RQFH�IHHGEDFN�HIIHFWV�DUH�FRQVLGHUHG���:KLWH��������S�������
� +H� UHDFKHG� WR�FRQFOXVLRQ� WKDW� WKH� LPSDFW�RI� IRUHLJQ�DLG�RQ� LQFRPH�PD\�IHHG�EDFN�LQWR�KLJKHU�VDYLQJV�DQG�WKHUH�LV�D�SRVVLELOLW\�WKDW�DLG�ZLOO�OHDG�WR�DQ�LQFUHDVH�LQ�WD[HV�DQG�DQ�LQFUHDVH�LQ�JRYHUQPHQW�H[SHQGLWXUH�LQ�H[FHVV�RI�WKH�YDOXH�RI�WKH�DLG�LQIORZV���7KH�LPSDFW�RI�DLG�RQ�WKHVH�YDULDEOHV�GHSHQGV�FUXFLDOO\� XSRQ� WKH� UHODWLRQVKLS� EHWZHHQ� DLG� DQG� SULYDWH� LQYHVWPHQW�� ,I� DLG�FURZGV�RXW�SULYDWH�LQYHVWPHQW�WKHQ�WKHUH�LV�D�JUHDWHU�SRVVLELOLW\�WKDW�DLG�ZLOO�UHGXFH�WD[HV��DQG�LW�PD\�HYHQ�UHGXFH�QDWLRQDO�LQFRPH���:KLWH��������S��������
� )XQJLELOLW\� RI� IRUHLJQ� DLG� KLJKOLJKWV� WKH� UHFLSLHQW� PRWLYHV� IRU�UHFHLYLQJ� DLG�� ,QGHHG�� IRUHLJQ� DLG� LQIORZV� DUH� VZLWFKHG� IURP� SURGXFWLYH�SXUSRVHV� WR� QRQ� SURGXFWLYH� RU� ZDVWHIXO� IRUPV� RI� UHFXUUHQW� H[SHQGLWXUH��7KHVH� LQFOXGH� HQODUJLQJ� WKH� DUP\�� SD\LQJ� RII� GHEWV�� UHGXFLQJ� WD[HV� DQG�
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UHGXFLQJ�ERUURZLQJ��)XUWKHUPRUH��UHFLSLHQW�PRWLYHV�DUH�QRW�DOZD\V�GLUHFWHG�WRZDUGV�SRYHUW\� DOOHYLDWLRQ� DQG�EHQHILWLQJ� WKH�SRRU��7KLV� LV�DSSDUHQW� VLQFH�SURSHUW\� LQWHUHVWV� LQ� GHYHORSLQJ� FRXQWULHV� DUH� DOLJQHG� WR� JRYHUQPHQWV� DQG�WKXV� WKH� EHQHILW� RI� IRUHLJQ� DLG� JRHV� SULPDULO\� WR� WKH� ULFK�� 5HFLSLHQW�JRYHUQPHQWV� UDUHO\� WDUJHW�DLG�DQG�VHOI� ORDQV� WR�DJULFXOWXUDO�DQG�UXUDO�DUHDV��7KLV� LV� D� FRQWUDGLFWLRQ� LQ� WKH� REMHFWLYHV� RI� DLG� ZKLFK� DUH� SULPDULO\� WR�DOOHYLDWH�SRYHUW\�DPRQJ�WKH�PDVVHV�DQG�LQFUHDVH�JURZWK�UDWHV��
� ���)RUHLJQ�$LG�DQG�(FRQRPLF�'HYHORSPHQW�
� 7KH� HFRQRPLF� REMHFWLYHV� RI� IRUHLJQ� DLG� DUH� WR� LQGXFH� KLJK� JURZWK�UDWHV�LQ�/'&¶V�ZKLFK�LQ�WXUQ�ZLOO�JHQHUDWH�DGGLWLRQDO�GRPHVWLF�VDYLQJV�DQG�LQYHVWPHQW�� KRZHYHU�� WKHUH� LV� PXFK� GLVSXWH� DV� WR� ZKHWKHU� GHYHORSPHQW�DVVLVWDQFH� WR� /'&¶V� KDV� EHHQ� VXFFHVVIXO� LQ� DFKLHYLQJ� WKHHVH� REMHFWLYHV��7KHUH� KDYH� EHHQ� QXPHURXV� DWWHPSW� WR� LQYHVWLJDWH� WKH� HIIHFWV� RI� IRUHLJQ�FDSLWDO� LQ� WHUPV� RI� GLUHFW� IRUHLJQ� LQYHVWPHQW�� DQG� IRUHLJQ� DLG� DQG� RWKHU�IRUHLJQ�LQIORZV�RQ�GHYHORSLQJ�FRXQWULHV��WKHLU�UHVXOWV�KDYH�EHHQ�FRQIOLFWLQJ��7KHVH� VWXGLHV� LQYHVWLJDWHG�HFRQRPLF�GHYHORSPHQW� UHODWHG� WR� IRUHLJQ�FDSLWDO�LQ�/DWLQ�$PHULFD�>*ULIILQ�DQG�(QRV���������%HUQDO�������@��LQ�6XE�6DKDUDQ�$IULFD�>0F*RZDQ�DQG�6PLWK�������@��LQ�&DQDGD�>*OREHUPDQ��������@�DQG�LQ�/'&V� >5RVHQVWHLQ�5RGDQ� �������� &KHQHU\� DQG� 6WURXW� �������� 3DSHQHN������D��� *XSWD� �������� 6WRQHPDQ� �������� *XODWL� �������� 5RWKJHE� ��������6FKQHLGHU�DQG�)UH\�������@��
� $LG� DQWDJRQLVWV� OLNH� %DXHU� FODLP� WKHUH� LV� D� QHJDWLYH� FDXVDO�UHODWLRQVKLS�EHHWZHHQ�DLG�DQG�JURZWK�LQ�/'&¶V��7KLV�LV�EHFDXVH�DLG�UHWDUGV�JURZWK� E\� VXEVWLWXWLQJ� IRU� VDYLQJV� DQG� LQYHVWPHQWV� UDWKHU� WKDQ�VXSSOHPHQWLQJ� WKHP�� %DXHU� ������� DUJXHG� WKDW� DOWKRXJK� SULYDWH� IRUHLJQ�LQYHVWPHQW� LV�EHQHILFLDO� WR�JURZWK� LQ�GHYHORSLQJ�FRXQWULHV�� WKH�VDPH�WKLQJV�FDQQRW� EH� VDLG� DERXW� IRUHLJQ� DLG�� HYHQ� LI� WKH� SUHVHQFHV� RI� WKLV� DLG� LQIORZ�UHPHGLHV� PDUNHW� GLVWRUWLRQV� LQ� VRPH� FDVHV�� LW� FUHDWHV� WKHP� LQ� RWKHUV� E\�UHGXFLQJ� WKH� VXSSO\� RI� JRYHUQPHQW� HIIRUW� DQG� REVWUXFWLQJ� LQYHVWPHQW� IURP�WKH�SULYDWH�VHFWRU��+H�H[SUHVVHG�WKDW��IRUHLJQ�DLG�LV�SDLQO\�QRW�LQGLVSHQVDEOH�WR� HFRQRPLF� SURJUHVV�� DQG� LQGHHG� OLNHO\� WR� REVWUXFW� LW�� DQG� WKDW� WKH� RWKHU�DUJXPHQWV�DUH�DOVR�GHIHFWLYH���%DXHU��������S������
� )RUHLJQ� DLG� DGYRFDWHV�� KRZHYHU�� DUJXH� WKDW� DLG� KHOSV� SURPRWH�JURZWK�DQG�LQYHVWPHQW�LQ�/'&¶V��$V�LW�LV�VWDWHG�E\�0RVOH\��������S�������WKH�PDLQ�WKHRUHWLFDO�FDVH�IRU�DLG�UHVWV�RQ�WKH�SUHVXPSWLRQ�WKDW�IRUHLJQ�DLG�FRXOG�ILOO�WKH�VKRUWDJH�RI�LQWHUQDWLRQDO�FDSLWDO��7KHUHIRUH�WKHUH�LV�D�SRVLWLYH�FDXVDO�UHODWLRQVKLS� EHWZHHQ� DLG� DQG� JURZWK�� 7KH� HPSULFDO� WHVWV� RI� ERWK� DLG�
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DGYRFDWHV�DQG�DLG�DQWDJRQLVW�KDYH�EHHQ�VXEMHFW�WR�PXFK�FULWLFLVP�RYHU�WKHLU�VWDVWLFDO� HUURUV� DQG� WKHLU� VLPSOLVWLF� DVVXPSWLRQV� RI� WKH� DLG�JURZWK�UHODWLRQVKLS��
� $V�0RVOH\� LQGLFDWHV� WKH� OLWHUDWXUH�RQ�DLG�DQG�JURZWK�LQ�/'&¶V�KDV�SDVVHG�WKURXJK�WKUHH�SKDVHV��
� 7KH� ILUVW� SKDVH��5RVHQVWHLQ�5RGDQ� �������� DQG�&KHQHU\� DQG�6WURXW���������DUJXHG�WKDW�DOO�FDSLWDO�LQIORZV�UHSUHVHQWHG�QHW�DGGLWLRQV�WR�DQ�/'&
V�SURGXFWLYH�FDSDELOLWLHV��7KH�FKDQQHO�RI�WKLV�HIIHFW�ZDV�H[SUHVVHG�VRPHWLPHV�WKURXJK�WKH�+DUURG�'RPDU�JURZWK�PRGHO�DQG�DW�RWKHU�WLPHV�LQ�WHUPV�RI�WKH��WZR�JDS�� PRGHOV�� ZKHUH� HFRQRPLF� JURZWK� LV� REWDLQHG� E\� WKH� UHPRYDO� RI�IRUHLJQ� H[FKDQJH� DQG�RU� WKH� VDYLQJV� JDS�� 7KH� +DUURG�'RPDU� PRGHO�H[SUHVVHG� E\� D� IRUPXOD� J V�Y� �ZKHUH� J� LV� JURZWK� UDWH� RI� RXWSXW�� V� LV� WKH�VDYLQJV� UDWH� DQG� Y� LV� WKH� LQFUHPHQWDO� FDSLWDO�RXWSXW� UDWLR� � VWDWHV� WKDW� WKH�JURZWK�UDWH�RI�RXWSXW�LV�HTXDO�WR�WKH�VDYLQJV�UDWH�GLYLGHG�E\�WKH�LQFUHPHQWDO�FDSLWDO�RXWSXW�UDWLR��,Q�WKH�����
V�DQG�����
V�WKLV�DQDO\VLV�LV�XVHG�PXFK��IRU�H[DPSOH��&KHQHU\�DQG�6WURXW��������DUJXHG�WKDW�IRUHLJQ�DLG�LV�D�VXSSOHPHQW�WR� GRPHVWLF� VDYLQJV� DQG� KHQFH� UDLVHG� WKH� JURZWK� UDWH� RI� RXWSXW� WR� �V�D��Y�ZKHUH�D LV�IRUHLJQ�DLG�DV�D�SHUFHQWDJH�RI�UHFLSLHQW�*13��7KLV�LQFUHDVH�LQ�WKH�JURZWK� UDWH� ZRXOG� UDLVH� LQFRPH�� DQG� WKHQ� WKH� VDYLQJ� UDWH� ZRXOG� LQFUHDVH�EHFDXVH� WKH� PDUJLQDO� VDYLQJ� SURSHQVLW\� LV� JUHDWHU� WKDQ� DYHUDJH� VDYLQJ�SURSHQVLW\� LQ�GHYHORSLQJ�FRXQWULHV�DQG�KHQFH�WKH�KLJKHU�JURZWK�UDWH�ZRXOG�EHFRPH� VHOI� VXVWDLQLQJ�ZLWKRXW� WKH� QHHG� RI� IXUWKHU� LQIORZV� RI� IRUHLJQ� DLG��7KXV��DFFRUGLQJ�WR�WKLV�YLHZ��LQIORZV�RI�IRUHLJQ�DLG�ZRXOG�KDYH�WKH�HIIHFW�RI�UDLVLQJ�WKH�VDYLQJV�UDWH�LQ�VXEVHTXHQW�SHULRGV��
� +RZHYHU��&KHQHU\�DQG�%UXQR��������DQG�&KHQHU\�DQG�6WURXW��������GLG�QRW�GLVWLQJXLVK�EHWZHHQ�GLIIHUHQW�W\SHV�RI�IRUHLJQ�FDSLWDO�DQG�LJQRUHG�WKH�LQWHUDFWLRQ�WKDW�PLJKW�H[LVW�EHWZHHQ�WKH�VDYLQJV�DQG�IRUHLJQ�H[FKDQJH�JDSV��
� 7KH� VHFRQG� SKDVH�� *ULIILQ� �������� *ULIILQ� DQG� (QRV� ��������:HLVVNRSI���������$UHVNRXJ���������FKDOOHQJHG�WKH�DVVXPSWLRQ�WKDW�IRUHLJQ�FDSLWDO�LQIORZV�DGG�WR�FDSLWDO�IRUPDWLRQ�ZLWKRXW�GLVWXUELQJ�GRPHVWLF�VDYLQJV�DQG�FRQVXPSWLRQ��7KH\�FULWLFL]HG�WKH�VLPSOLWLF�ILQGLQJV�RI�WKH�IRUPHU�JURXS�DQG� HPSKDVLVHG� WKDW� QRW� DOO� DLG� ZDV� DQ� LQFUHPHQW� WR� WKH� FDSLWDO� VWRFN� RI��/'&¶V�VLQFH�VRPH�DLG�ZDV�GLYHUWHG�IRU�FRQVXPSWLRQ�SXUSRVHV��$LG�PD\�DOVR�UDLVH� WKH� FDSLWDO� RXWSXW� UDWLR� �Y��� &RQVHTXHQWO\�� ³LI� JLYLQJ� DLG� WR� D� SRRU�FRXQWU\� GHSUHVVHV� WKDW� FRXQWU\¶V� VDYLQJV� UDWH�� RU� UDLVHV� LWV� FDSLWDO� RXWSXW�UDWLR��WR�D�VXIILFLHQW�H[WHQW�WKHQ�WKHUH�LV�D�SRVVLELOLW\�WKDW�DLG�PD\�LPPLVHUL]H�
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WKH� UHFHSLHQW´��� 7KH\� SHUIRUPHG� HPSULFDO� WHVWV� WKURXJK� FURVV� VHFWLRQDO�UHJUHVVLRQ� UHODWLQJ� DLG� WR� VDYLQJV� UDWHV� DFURVV� D� VDPSOH� RI� /'&¶V�� 7KHVH�VWXGLHV� UHSUHVHQWHG� VWDWLVWLFDOO\� VLJQLILFDQW� QHJDWLYH� FRUUHODWLRQV� EHWZHHQ�IRUHLJQ�DLG�DQG�GRPHVWLF�VDYLQJV�LQ�PRVW�FDVHV��
� *ULIILQ�DQG�(QRV��������IRXQG�WKDW�LW�LV�LQYHUVHO\�UHODWHG�WR�WKH�UDWLR�RI� IRUHLJQ� DLG� WR�*13��$FFRUGLQJ� WR�*ULIILQ� DQG� (QRV� �������� LQ� JHQHUDO��IRUHLJQ� DLG� KDV� QHLWKHU� DFFHOHUDWHG� JURZWK� QRU� KHOSHG� WRZDUGV� IDVWHU�GHPRFUDWLF�SROLWLFDO�UHJLPHV��,I�DQ\WKLQJ�DLG�PD\�KDYH�UHWDUGHG�GHYHORSPHQW�E\� OHDGLQJ� WR� ORZHU� GRPHVWLF� VDYLQJ� E\� GLVWRUWLQJ� WKH� FRPSRVLWLRQ� RI�LQYHVWPHQW� DQG� WKHUHE\� UDLVLQJ� WKH� FDSLWDO�RXWSXW� UDWLR�� E\� IUXVWUDWLQJ� WKH�HPHUJHQFH� RI� DQ� LQGLJHQRXV� HQWUHSUHQHXULDO� FODVV� DQG� E\� LQKLELWLQJ�LQVWLWXWLRQDO�UHIRUPV��
� *ULIILQ� DQG�(QRV� ��������:HLVVNRSI� ��������$UHVNRXJ� �������KDYH�QRW� RQO\� FULWL]HG� WKH� EDVLF� DVVXPSWLRQV� RI� WKH� FDSLWDO�RULHQWHG� IRUHLJQ� DLG�PRGHOV��EXW�DOVR�VXJJHVWHG�WKDW��LQ�VRPH�FRXQWULHV�DW�OHDVW��IRUHLJQ�DLG�PLJKW�LPSDLU� UDWKHU� WKDQ� SURPRWH� JURZWK�� 7KLV� YLHZ� ZDV� EDVHG� RQ� VWDWLVWLFDO�ILQGLQJV� WKDW� IRUHLJQ� DLG� GRHV� QRW� DGG� DQ� HTXLYDOHQW� DPRXQW� WR� WRWDO�LQYHVWPHQW��,W�ZDV�IXUWKHU�VXJJHVWHG�WKDW�IRUHLJQ�DLG�LQFUHDVHV�FRQVXPSWLRQ��DQG�WKXV�UHGXFHV�WKH�VDYLQJV�UDWH��
� 7KH� 7KLUG� 3KDVHV�� 3DSHQHN� ������� ������ VHYHUHO\� FULWLFLVHG� WKH�PHWKRGRORJ\� RI� KLV� SUHGHFHVVRUV�� )LUVWO\� DXWKRUV� ZHUH� IRXQG� TXLOW\� RI�FRPELQLQJ� DLG�ZLWK�RWKHU� IRUHLJQ� UHVRXUFH� LQIORZV��6HFRQGO\�� WKH\� LJQRUHG�WKH�GDWD�SUREOHPV� WKDW�DULVH� IURP�XVLQJ�VDYLQJV�DV�DQ� LQGHSHQGHQW�YDULDEOH�ZKHQ�LQ�PRVW�/'&¶V�LV�FDOFXODWHG�DV�D�UHVLGXDO��³0RVW�LPSRUWDQW�RI�DOO��WKH\�LQIHUULHG� RQH� ZD\� FDXVDO� UHODWLRQVKLS� IURP� DLG� WR� VDYLQJ� OHYHOV� LQ� /'&¶V�IURP��DQ�XQGRXEWHG�QHJDWLYH�FRUUHODWLRQ�EHWZHHQ�WKHVH�WZR�YDULDEOHV�ZKHQ�ZKDW�ZDV�PRUH� SUREDEO\�KDSSLQLQJ� LQ�PDQ\� FRXQWULHV�ZDV� WKDW�ERWK� ORZHU�VDYLQJV� UDWLRV�DQG�KLJK�DLG� OHYHOV�VWHPPHG�IURP�DQ�H[WUDQHRXV� WKLUG� IDFWRU�
L�H��SROLWLFDO�DQG���RU�HFRQRPLF�DULVHV�LQ�WKH�UHFHSLHQW�FRXQWU\´���

,QVWHDG�� 3DSHQHN� �����D�� ZDV� WKH� ILUVW� UHVHDUFKHU� ZKR� GLYLGHG�IRUHLJQ� FDSLWDO� LQWR� WKUHH� FRPSRQHQWV�� IRUHLJQ� LQYHVWPHQW�� IRUHLJQ� DLG� DQG�RWKHU� IRUHLJQ� LQIORZV��+H� WUHDWHG�HFRQRPLF�JURZWK�DV�D�GHSHQGHQW�YDULDEOH�
��
�6HH�026/(<�3���+8'621��-��DQG�+255(/��6��³$LG��WKH�3XEOLF�6HFWRU�DQG�WKH�0DUNHW�LQ�
OHVV�'HYHORSHG�&RXQWULHV´���7KH�(FRQRPLF�-RXUQDO��9RO������6HS����������S�������

��
�6HH�026/(<�3����$LG��6DYLQJV�DQG�*URZWK�5HYLVLWHG���%XOOHWLQ�RI�WKH�2[IRUG�8QLYHUVLW\�
,QVWLWXWH�RI�(FRQRPLFV�DQG�6WDWLVWLFV��9RO������0D\���������S������
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ZLWK� GRPHVWLF� VDYLQJV�� IRUHLJQ� DLG�� IRUHLJQ� LQYHVWPHQW� DQG� RWKHU� IRUHLJQ�LQIORZV� EHLQJ� LQGHSHQGHQW� YDULDEOHV�� +H� DOVR� LQFRUSRUDWHG� WKH� GRPHVWLF�VDYLQJV�UDWLR�DV�DQ�DGGLWLRQDO�H[SODQDWRU\�YDULDEOH��+H�IRXQG�WKDW�VDYLQJV�DQG�DOO�IRUHLJQ�FDSLWDO�LQIORZV�H[SODLQHG�RYHU�D�WKLUG�RI�JURZWK�DQG�WKDW�IRUHLJQ�DLG� KDG� D� VXEVWDQWLDOO\� JUHDWHU� HIIHFW� RQ� HFRQRPLF� JURZWK� WKDQ� WKH� RWKHU�YDULDEOHV��+H�HVWLPDWHG�WKH�IROORZLQJ�HTXDWLRQ�IRU�HLJKW\�ILYH�FRXWULHV��
� \ �������������6���������)$���������)',���������2),��
� ������ ��������������� �������� �������������

5� �����
� �W��VWDWLVWLFV�LQ�SDUDQWKHVLV��
� 7KH� HVWLPDWHG� HTXDWLRQ� UHYHDOV� WKDW� WKH� DLG� FRHIILFLHQW� LV� YHU\�VLJQLILFDQW�DQG�KLJKHU�LQ�DEVROXWH�WHUPV�WKDQ�DQ\�RWKHU�FRHIILFLHQWV��3DSHQHN�VXJJHVWHG� WKDW� DLG� LV� PRUH� SURGXFWLYH� WKDQ� GRPHVWLF� UHVRXUFHV� DQG� RWKHU�FDSLWDO�LQIORZV���
� *XSWD���������6WRQHPDQ���������*XODWL���������0F*RZDQ�DQG�6PLWK�������� DQG� %UDGVKDZ� ������� DOVR� IRXQG� SRVLWLYH� UHODWLRQVKLSV� EHWZHHQ�IRUHLJQ�FDSLWDO�DQG�HFRQRPLF�JURZWK��
� 7KH� IRXUWK� SKDVH� ZDV� SLRQHUHG� E\� 0RVOH\� ������� ������� 0RVOH\�FULWLFLVHG� 3DSHQHN¶V� WKHRULWLFDO� EDVLV� DQG� DWHPSWHG� WR� HVWLPDWH� D� PRGLILHG�HTXDWLRQ� UHODWLQJ� DLG� WR� JURZWK�� 0RVOH\� FULWLFLVPV� ZHUH� IRFXVHG� RQ� WKH�IROORZLQJV��$OWKRXJK��WKHUH�LV�D�WLPH�ODJ�EHWZHHQ�FRPPLWPHQW��GLVEXUVHPHQW�DQG� WKH� JHVWDWLRQ� SHULRG� RI� IRUHLJQ� DLG�� WKH� VWXGLHV� GR� QRW� XVH� DQ\� ODJ�VWUXFWXUH�� 0RVOH\� DOVR� TXHVWLRQHG� WKH� YDOLGLW\� RI� 2UGLQDU\� /HDVW� 6TXDUHV��2/6�� HVWLPDWLRQ� RI� SDUDPHWHUV� LQ� WKDW� LI� WKHUH� LV� D� WZR�ZD\� FDXVDWLRQ�EHWZHHQ�JURZWK�DQG�IRUHLJQ�DLG�WKHQ�WKH�2/6�GRHV�QRW�JLYH�JRRG�HVWLPDWLRQ��$FFRUGLQJ� WR� 0RVOH\�� WKH� DVVXPSWLRQ� WKDW� IRUHLJQ� DLG� LV� H[RJHQRXVO\�GHWHUPLQHG�LV�QRW�SODXVLEOH��DV�KH�EHOLHYHV�WKDW�WKHUH�LV�D�WZR�ZD\�FDXVDWLRQ�EHFDXVH�RQFH� WKH�SROLWLFDO�DQG�VWUDWHJLF�EHQHILWV�DUH�HQVXUHG�� IRUHLJQ�DLG� LV�JLYHQ� DFFRUGLQJ� WR� WKH� UHTXLUHPHQWV� RI� WKH� UHFLSLHQW� FRXQWU\�� 0RUH�VSHFLILFDOO\�� IRUHLJQ�DLG�UHODWHG� WR�DQG�LV� LQIOXHQFHG�E\�WKH�LQFRPH�OHYHO�RI�WKH� UHFLSLHQW� FRXQWU\��7KH�K\SRWKHVLV� WKDW� IRUHLJQ�DLG� LQIOXHQFHV�JURZWK�RI�LQFRPH� DQG� LQ� FRQMXQFWLRQ�ZLWK� WKH� DERYH� SURSRVLWLRQ�PDNHV� ERWK� LQFRPH�DQG� IRUHLJQ� DLG� LQWHUGHSHQGHQW�� ,Q� VXFK� DQ� LQVWDQFH�� 7ZR� 6WDJH� 2UGLQDU\�/HDVW�6TXDUHV� �76/6�� LV� WKH�PRUH� DSSURSULDWH� HVWLPDWLRQ� WHFKQLTXH��DV� WKH�XVH�RI�2/6� LV� OLNHO\� WR�EULQJ� IRUWK�ELDVHG�HVWLPDWLRQ�RI�SDUDPHWHUV��QRW�DV�3DSHQHN������D��KDV�GRQH��
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0RVOH\��������IRXQG�D�QHJDWLYH�UHODWLRQVKLS�EHWZHHQ�IRUHLJQ�DLG�DQG�JURZWK�LQ�KLV����/'&�FDVH�DQG�D�SRVLWLYH�UHODWLRQVKLS�IRU�JURZWK�IRU�WKH����FRXQWULHV�E\�XVLQJ�76/6��+H�FRQWLQXHV���,W�LV�OLNHO\�WKDW�WKLV�OLWWOH�PRUH�WKDQ�D UHIOHFWLRQ� RI� WKH� IDFW� WKDW� WKH� SRRUHVW� FRXQWULHV� DWWUDFW� WKH� PRVW� DLG� LQ�SURSRUWLRQ� WR� WKHLU� LQFRPH�� DQG� WKDW� WKH�SRRUHVW� FRXQWULHV� VDYH� OHDVW�� QRW� D�JHQXLQH�FDXVDO�UHODWLRQVKLS��3RVLWLYH�DQG�VLJQLILFDQW�UHODWLRQVKLS�EHWZHHQ�DLG�DQG� JURZWK� QRWHG� E\� 3DSHQHN� LQ� WKH� ����V� DSSHDUV� WR� KDYH� FROODSVHG� DV�DSSOLHG�WR�WKH�OHVV�GHYHORSHG�FRXQWULHV�DV�D�ZKROH���0RVOH\��������S������
� ,W�KDV�EHHQ�DUJXHG�WKDW�DV�WKH�GHSHQGHQFH�RQ�DLG�YDULHV�IURP�FRXQWU\�WR� FRXQWU\�� DLG� RSHUDWHV� GLIIHUHQWO\� LQ� GLIIHUHQW� DGPLQLVWUDWLYH�� LQIUD�VWUXFWXUDO�DQG�SROLF\�HQYLURQPHQWV��0RVOH\��������IRXQG�WKDW�WKH�SURSRUWLRQ�RI�JURZWK�H[SODLQHG�E\�DLG��DQG�SULYDWH�FDSLWDO�FDQ�YDU\�IURP���WR����SHUFHQW��,Q�DGGLWLRQ��LI�WKH�DLG�UHFLSLHQW�FRXQWULHV�ZHUH�GLYLGHG�LQWR�D�SRRU�JURXS��ZLWK�SHU�FDSLWD�EHORZ������DW������SULFHV��DQG�PLGGOH�LQFRPH�JURXS�DERYH�WKDW�OHYHO�� D� VWURQJ� DQG�SRVLWLYH� UHODWLRQVKLS�ZDV� LQGLFDWHG�EHWZHHQ� IRUHLJQ� DLG�DQG�JURZWK��)RU�WKH�PLGGOH�LQFRPH�JURXS��WKH�UHODWLRQVKLS�ZDV�QHJDWLYH�EXW�QRW�VLJQLILFDQW�� �
� 7KH� HTXDWLRQV� 0RVOH\� ������� KDV� HVWLPDWHG� FRQWDLQ� DOO� WKH�H[SODQDWRU\� YDULDEOHV� XVHG� E\� 3DSDQHN� SOXV� �� DLG� ODJJHG� ILYH� \HDUV�� DV�H[SODQDWRU\� YDULDEOHV�� 8VLQJ� WKH� 76/6� PHWKRG� WKH� WZR� VLJQLILFDQW� UHVXOWV�ZKLFK�KH�KDV�REWDLQHG�VXJJHVW�WKDW�DLG�ODJJHG�ILYH�\HDUV�LV�SRVLWLYHO\�UHODWHG�ZLWK� JURZWK� LQ� WKH� FDVH� RI� ��� SRRU� FRXQWULHV� DQG� WKDW� 8.� GRQDWHG� DLG��SDUWLFXODUO\� WR� SRRU� $IULFDQ� FRXQWULHV� VKRZHG� VLJQLILFDQW� SRVLWLYH�FRQWULEXWLRQV�WR�JURZWK��7KXV�KH�FRQFOXGHV�WKDW��WKH�SRVLWLYH�DQG�VLJQLILFDQW�UHODWLRQVKLS�EHWZHHQ�JURZWK�DQG�DLG�QRWHG�E\�3DSHQHN�LQ�WKH�����¶V�DSSHDUV�WR� KDYH� FROODSVHG� DV� DSSOLHG� WR� WKH� OHVV� GHYHORSHG� FRXQWULHV� DV� D� ZKROH���0RVOH\��������S������EXW�WKH�UHODWLRQVKLS�EHWZHHQ�IRUHLJQ�DLG�DQG�JURZWK�LV�
VWLOO�SRVLWLYH�IRU�WKH�SRRUHVW�FRXQWULHV���

$FFRUGLQJ� WR�0RVOH\�� +XGVRQ� DQG� +RUUHOO� �������� PXOWLSOH� OLQHDU�UHJUHVVLRQ� HTXDWLRQ� ZKLFK� UHODWHV� JURZWK� LQ� WKH� UHFLSLHQW� FRXQWU\�� DV� DQ�LQGHSHQGHQW�YDULDEOH��WR�D�FOXVWHU�RI�SRVVLEOH�FDVXDO�LQIOXHQFHV��LQFOXGLQJ�DLG�DV�LQGHSHQGHQW�YDULDEOHV��LV�D�VLPSOH�PRGHO�ZKLFK�LPSOLHV�WKDW�DLG�KDV�VRPH�NLQG�RI�OHYHUDJH�RQ�JURZWK��7KXV�WKH\�FRQVLGHUHG�WKH�DSSDUHQW�HIIHFWLYHQHVV�RI� IRUHLJQ� DLG� LQ� WKH� OLJKW� RI� D� PRGHO� ZKLFK� GHFRPSRVHV� WKH� LPSDFW� RI�
��
� 6HH� � 026/(<�� 3��� �$LG� 6DYLQJV� DQG� *URZWK� 5HYLVLWHG��� %XOOHWLQ� RI� WKH� 2[IRUG�
8QLYHUVLW\�,QVWLWXWH�RI�(FRQRPLFV�DQG�6WDWLVWLFV��9RO�������0D\���������S������



��

IRUHLJQ�DLG�LQWR�WKUHH�GLIIHUHQW�FRPSRQHQW�SDUWV��7KHVH�DUH��WKH�GLUHFW�HIIHFWV�RI� WKH� DLG� GLVEXUVHPHQW��� �LQGLUHFW� HIIHFWV� RQ� WKH� VSHQGLQJ� SDWWHUQ� RI� WKH�SXEOLF�VHFWRU�RI�WKH�UHFLSLHQW�FRXQWU\���DQG�ODVWO\�WKH�HIIHFW�RI�IRUHLJQ�DLG�RQ�WKH� SULFHV� RI� VRPH� JRRGV�� �UDLVHV� WKH� SULFHV� RI� VRPH� JRRGV�� GHSUHVVHV� WKH�SULFH�RI�VRPH�RWKHUV�DQG�KHQFH�KDV�VLGH�HIIHFWV�RQ�WKH�SULYDWH�VHFWRU�RI�WKH�UHFLSLHQW�HFRQRP\�WKURXJK�WKH�SULFH�V\VWHP���0RVOH\��+XGVRQ�DQG�+RUUHOO��������S�����������
� ,W� KDV�EHHQ�DUJXHG�SDUWLFXODUO\�E\�3DSHQHN� �������� WKDW�QRW�RQO\� LV�WKH� HFRQRPLF� SHUIRUPDQFH� RI� D� FRXQWU\� LQIOXHQFHG� E\� DLG� LQIORZV�� EXW�LQIORZV� DUH� LQIOXHQFHG� E\� HFRQRPLF� SHUIRUPDQFH�� DQG� LQ� SDUWLFXODU� DUH�VWLPXODWHG� E\� EDODQFH� RI� SD\PHQW� FULVHV� DQG� QDWXUDO� GLVDVWHUV� LQ� UHFLSLHQW�FRXQWULHV�� :KHUHDV� WKHVH� FULVHV� DUH� QRW� QHFHVVDULO\� FRUUHODWHG� LQ� DQ\� ZD\�ZLWK�WKH�JURZWK�RI�*13��WKH�SRVVLELOLW\�RI�VLPXOWDQHRXV�FDXVDWLRQ�REYLRXVO\�H[LVWV�� 7KHUHIRUH�� 0RVOH\�� +XGVRQ�� DQG� +RUUHOO� ������� FRQVLGHU� WKLV�VLPXOWDQHLW\� SUREOHP� DQG� WKH\� XVHG� D� VLPXOWDQHRXV� HTXDWLRQV� V\VWHP� WR�RYHUFRPH�WKLV�PDWWHU�� ,Q�WKHLU�PRGHO��IRUHLJQ�DLG�LV�H[SUHVVHG�DV�D�IXQFWLRQ�RI�YDULRXV�LQGLFDWRUV�RI�UHFLSLHQW�QHHG��LQFOXGLQJ�JURZWK�RI�*13��WKH�OHYHO�RI�SHU�FDSLWD�*13��DQG�RYHUDOO�PRUWDOLW\�DV�D�PHDVXUH�RI�ZHOIDUH��,Q�DGGLWLRQ��WKH� PHPEHU� FRXQWULHV� RI� WKH� $UDE� /HDJXH� DQG� 23(&� ZHUH� LQFOXGHG� DV�GXPP\�YDULDEOHV�WR�DFFRXQW�IRU�D�QXPEHU�RI�WKH�FDVHV�RI�DEQRUPDO�IRUHLJQ�DLG� IORZV� GXULQJ� WKH� ����V�� 0RUWDOLW\� LV� WDNHQ� LWVHOI� DV� DQ� HQGRJHQRXV�YDULDEOH�DQG�WKHUHIRUH�WKH�V\VWHP�FRQVLVWV�RI�WKUHH�UHODWLRQVKLSV��
� �*URZWK � IRUHLJQ� DLG�� RWKHU� ILQDQFLDO� IORZV�� VDYLQJV�� JURZWK� RI�OLWHUDF\�UDWH��JURZWK�RI�H[SRUW��
� )RUHLJQ� DLG � 3HU� FDSLWD� *13� DW� WKH� EHJLQQLQJ� RI� WKH� SHULRG��PRUWDOLW\� DW� WKH� EHJLQQLQJ� RI� WKH� SHULRG�� JURZWK� UDWH� RI� *13�� 23(&� DQG�$UDE�OHDJXH�GXPPLHV��
� &KDQJH�LQ�0RUWDOLW\ �IRUHLJQ�DLG��SHU�FDSLWD�*13�DW�EHJLQQLQJ�RI�WKH�SHULRG��JURZWK�UDWH�RI�*13���0RVOH\��+XGVRQ�DQG�+RUUHOO��������S�������
� 2QH�RI�WKH�VHYHUDO�DWWHPSWV�DW�PHDVXULQJ�WKH�LPSDFW�RI�ERWK�GRPHVWLF�DQG� IRUHLJQ� UHVRXUFHV� RQ� WKH� DFWXDO� JURZWK� SHUIRUPDQFH� RI� WKH�GHYHORSLQJ�FRXQWULHV�KDV�EHHQ�PDGH�E\�*XSWD��������DQG�*XSWD�DQG�,VODP���������+H�SRLQWHG� RXW� WKDW� WKH� DERYH� VWXGLHV� RQO\� DOORZHG� IRU� WKH� GLUHFW� HIIHFWV� RI�IRUHLJQ�FDSLWDO� LQIORZV�RQ�JURZWK�DQG�GLG�QRW�SURSHUO\�VSHFLI\� WKH� LQGLUHFW�HIIHFWV� WKURXJK�VDYLQJV��7KHUHIRUH�KH�WULHG�WR�VSHFLI\�DQG�HVWLPDWH�D�PRGHO�



��

ZKLFK�DOORZV�IRU�ERWK�WKH�GLUHFW�DQG�WKH�LQGLUHFW�HIIHFWV�RI�GHSHQGHQF\�UDWHV�DQG�IRUHLJQ�FDSLWDO�LQIORZV�RQ�VDYLQJV�UDWHV��
� *XSWD�DQG�,VODP��������LQYROYHG�GHPRJUDSKLF�IDFWRUV�LQ�WKH�IRUP�RI�GHSHQGHQF\�UDWHV�LQ�WKHLU�PRGHO�WR�SDUWO\�H[SODLQ�WKH�ORZHU�VDYLQJ�UDWH�RI�WKH�/'&
V� DQG� XVHG� D� VLPXOWDQHRXV� HTXDWLRQ� PRGHO�� 7KH\� WUHDWHG� WKH�FRPSRQHQWV�RI� IRUHLJQ� FDSLWDO� �)RUHLJQ� DLG�� IRUHLJQ�SULYDWH� LQYHVWPHQW�DQG�RWKHU�IRUHLJQ�LQIORZV��DV�DQ�H[RJHQRXV�YDULDEOH�DQG�ERWK�WKH�JURZWK�RI�*13�DQG� VDYLQJV� DV� HQGRJHQRXV� YDULDEOHV�� 7KH\� KDYH� IRXQG� WKDW� WKH� GRPHVWLF�VDYLQJV�DV�ZHOO�DV�IRUHLJQ�FDSLWDO�PDNH�D�SRVLWLYH�FRQWULEXWLRQ�WR�JURZWK�DQG�WKH\�UHDFKHG�WKH�SRLQW�WKDW�IRUHLJQ�FDSLWDO�KDV�VRPH�SRVLWLYH�UROH�WR�SOD\�DQG�WKDW� IRUHLJQ�FDSLWDO�ZLOO�VWLOO�FRQWLQXH� WR�SOD\�D�FUXFLDO� UROH� LQ� WKH�UHODWLRQV�EHWZHHQ�WKH�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV�LQ�WKH�QHDU�IXWXUH��8VLQJ�WKH�VLQJOH�HTXDWLRQ�HVWLPDWHV� LQ� WKHLU�PRGHO�� LW�FDQ�EH�VHHQ�FOHDUO\�WKDW�IRUHLJQ�DLG� LV� PRUH� SURGXFWLYH� WKDQ� SULYDWH� LQYHVWPHQW�� DQG� LQ� PRVW� FDVHV� WKH�FRHIILFLHQW�RI�IRUHLJQ�SULYDWH�LQYHVWPHQW�LV�QRW�VLJQLILFDQW��7KXV��RQ�WKH�EDVLV�RI�VWURQJ�HYLGHQFH�LQ�IDYRXU�RI�IRUHLJQ�DLG�DJDLQVW�IRUHLJQ�SULYDWH�LQYHVWPHQW�IURP�VLQJOH�HTXDWLRQ�UHVXOWV��IRUHLJQ�DLG�LV�PRUH�XVHIXO� WKDQ�IRUHLJQ�SULYDWH�LQYHVWPHQW��
� &RQFOXVLRQ�

)RUHLJQ�$LG� DQWDJRQLVWV� DQG� DLG� DGYRFDWHV� KDYH� WULHG� WR� MXGJH� WKH�HIIHFW� RI� DLG�RQ� VDYLQJV�� LQYHVWPHQW� DQG�JURZWK� LQ�/'&¶V��+RZHYHU�� WKHUH�DUH�PDQ\�SUREOHPV�UHJDUGLQJ�WKH�HVVHVVPHQW�RI�WKH�HIIHFWLYHQHVV�RI�DLG��$V�%DXHU� LQGLFDWHV�� ³7KLV� GLIILFXOW\� DULVHV� SDUWO\� EHFDXVH� RI� WKH� IDPLOLDU�SUREOHP�RI�GLVFHUQLQJ� WKH�FDXVDO�� IXQFWLRQDO� UHODWLRQVKLS�EHWZHHQ�VSHFLILHG�YDULDEOHV�ZKHQ�D�VLWXDWLRQ�RU�SURFHVV�LV�HIIHFWHG�VLPXOWDQHRXVO\�E\�QXPHURXV�
SDVW�DQG�SUHVHQW�LQIOXHQFHV�RSHUDWLQJ�ZLWK�YDULRXV�WLPH�ODJV´��� 7KLV�LV�PRUH�HYLGHQW�ZKHQ�UHODWLQJ�WKH�SHUIRUPDQFH�RI�DQ�HFRQRP\�WR�WKH�RSHUDWLRQ�RI�WKH�LQIORZ�RI�IRUHLJQ�DLG��
� 7KH� HIIHFWLYHQHVV� RI� DLG�� KRZHYHU�� GHSHQGV� ODUJHO\� XSRQ� ERWK� WKH�GRQRU� DQG� UHFHSLHQW�PRWLYHV� DQG� KRZ� WKHVH�PD\� EH� DOLJQHG� RU� FRQIOLFWLQJ�ZLWK�WKH�REMHFWLYHV�RI�DLG���7KLV�LV�DOVR�GHSHQGV�RQ�WKH�H[WHQW�WR�ZKLFK�DLG�LV�WLHG�WR�FDSLWDO�SURMHFWV�UDWKHU�WKDQ�EHLQJ�GLVEXUVHG�LQ�IRUPV�VXFK�DV�IRRG�DLG��EDODQFH�RI�SD\PHQWV�VXSSRUW�DQG�GHEW� UHOLHI�ZKLFK�GR�QRW�QHFHVVDULO\�KDYH�DQ\� GHYHORSPHQW� FRPSRQHQW� DW� DOO�� :KHWKHU� WKH� UHFHSLHQW� XVHV� DLG� WR�
��
� 6HH� %$8(5�� 3�7�<$0(<�� %��� �7KH� 3ROLWLFDO� (FRQRP\� RI� )RUHLJQ� $LG���/OR\GV� %DQN�
5HYLHZ��������S������



��

LQFUHDVH� VDYLQJV� DQG� LQYHVWPHQW� UDWKHU� WKDQ� VZLWFK� DLG� UHVRXUFHV� WR�FRQVXPSWLRQ� DQG� RWKHU� QRQSURGXFWLYH� SXUSRVHV�� DOVR� GHWHUPLQH� WKH�HIIHFWLYHQHVV�RI�DLG��
� +RZHYHU�� HYLGHQFH� VKRZV� WKDW� GRQRU� FRXQWULHV� DUH� LQFUHDVLQJ� DLG�W\LQJ�� 7KLV� LV�� RI� FRXUVH�� LQ� WKH� EHVW� RI� LQWHUHVW� RI� WKH� GRQRU� FRXQWU\� DV�RSSRVHG� WR� WKH� SRYHUW\� VWULFNHQ� UHFHSLHQW� FRXQWU\�� ,W� GRHV� QRW� VHUYH� WR�LQFUHDVH�JURZWK�LQ�/'&¶V�EXW�KDV�DQ�DGYHUVH�HIIHFW�RQ�JURZWK��HPSOR\PHQW�DQG�WKH�EDODQFH�RI�SD\PHQWV��7KXV��LW�LV�VXJJHVWHG�WKDW�GRQRU�FRXQWULHV�PXVW�DYRLG� W\LQJ�RI�DLG��HVSHFLDOO\� MRLQW� W\LQJ�E\�VRXUFH�DQG�E\�FRPPRGLW\�DV�LW�OHDGV�WR�PRQRSROLVWLF�H[SORWDWLRQ���
� )LQDOO\�� LW� LV� DUJXHG� WKDW� WKH� DPRXQW� RI� DLG� � VKRXOG� EH� LQFUHDVHG��+RZHYHU��LQ�WKH�OLJKW�RI�WKH�FRQIOLFWLQJ�PRWLYHV�RI�GRQRUV�DQG�UHFHSLHQWV��LW�LV�QRW�OLNHO\�WKDW�VXFK�DQ�LQFUHDVH�ZLOO�DOOHYLDWH�SRYHUW\��6LQFH�WKH�EHJLQQLQJ�RI�WKH�*XOI�FULVHV�WKH�LQWHUQDWLRQDO�FRPPXQLW\�KDV�EHHQ�DVNLQJ�IRU�PRUH�DLG�WR� WKH� FRXQWULHV� OLNH� (WKLRSLD�� ZKHUH� FURS� IDLOXUH� DQG� IDPLQH� DUH� KDYLQJ�GUDVWLF�HIIHFWV�RQ� WKH�SRRU��+RZHYHU��GXH� WR�SROLWLFDO�PRWLYDWLRQV�PRUH�DLG�KDV�EHHQ�GLUHFWHG�WRZDUGV�(J\SW�DQG�,VUDHO�IRU�WKHLU�SROLWLFDO�VXSSRUW�RI�WKH�FULVHV��+HQFH��XQOHVV�WKH�UHIRUPV�RXWOLQHG�EHIRUH�WDNH�SODFH��DQ\�LQFUHDVH�LQ�WKH�DPRXQW�RI�DLG�ZLOO�QRW�QHFHVVDULO\�KDYH�D�QRWLDEOH�HIIHFW�RQ�WKH�/'&¶V���
�



��

5HIHUHQFHV�
��� $EERWW�� *�� &��� �������� ³7ZR� &RQFHSWV� RI� )RUHLJQ� $LG´�� :RUOG�

'HYHORSPHQW� 9RO����6HS��
��� $UHVNRXJ��.������������3ULYDWH�)RUHLJQ�,QYHVWPHQW�DQG�&DSLWDO�)RUPDWLRQ�

LQ� 'HYHORSLQJ� &RXQWULHV��� (FRQRPLF� GHYHORSPHQW� � DQG� FXOWXUDO�
&KDQJH� 9RO�����1R����

��� %DXHU�� 3�7�� DQG� <DPH\�� %��������� �7KH� 3ROLWLFDO� (FRQRP\� RI� )RUHLJQ�
$LG���/OR\GV�%DQN�5HYLHZ�

��� %HUQDO��5�/������������)RUHLJQ�,QYHVWPHQW�DQG�'HYHORSPHQW�LQ�-DPDLFD���
,QWHU�$PHULFDQ�(FRQRPLF�$IIDLU��DXWXPQ���9RO�����1R����

��� %UDGVKDZ�� <�:��� �������� �'HSHQGHQW� 'HYHORSPHQW� LQ� %ODFN� $IULFD�$�
&URVV�1DWLRQDO�6WXG\���$PHULFDQ�6RFLRORJLFDO�5HYLHZ� 9RO����$SU��

��� &DVKHO�&RUGR�� 3�� DQG�6�*��&UDLJ�� �������� �7KH�3XEOLF�6HFWRU� ,PSDFW� RI�
,QWHUQDWLRQDO�5HVRXUFH�7UDQVIHUV���-RXUQDO�RI�'HYHORSPHQW�(FRQRPLFV�9RO�����

��� &KHQHU\�� +�%�� DQG�0�� %UXQR�� ������� �'HYHORSPHQW� $OWHUQDWLYHV� LQ� DQ�
2SHQ�(FRQRP\��7KH�&DVH�RI�,VUDHO���7KH�(FRQRPLF�-RXUQDO� 9RO�����

��� &KHQHU\�� +�%�� DQG� 6WURXW�� $�0��������� �)RUHLJQ� $VVLVWDQFH� DQG�
(FRQRPLF�'HYHORSPHQW��$PHULFDQ�(FRQRPLF�5HYLHZ� 1������

��� )UHLGPDQ��0��� �������� �)RUHLJQ�(FRQRPLF�$LG��0HDQV�DQG�2EMHFWLYHV���
<DOH�5HYLHZ��

����)UH\�� %� DQG� )�� 6FKQHLGHU�� �������� �&RPSHWLQJ�0RGHOV� RI� ,QWHUQDWLRQDO�
/HQGLQJ�$FWLYLW\���-RXUQDO�RI�'HYHORSPHQW�(FRQRPLFV� 9RO����

����*DQJ�� ,�1�� DQG� +�$�� .KDQ�� �������� �)RUHLJQ� $LG�� 7D[HV� DQG� 3XEOLF�
,QYHVWPHQW���-RXUQDO�RI�'HYHORSPHQW�(FRQRPLFV� 9RO�����

����*KDWDN��6�����������$Q�,QWURGXFWLRQ�WR�'HYHORSPHQW�(FRQRPLF���$OOHQ�DQG�8QZLQ�/WG���/RQGRQ��
����*OREHUPDQ�� 6��� �������� �1HZ� 7HFKQRORJ\� $GDSWLRQ� ,Q� WKH� &DQDGLDDQ�

3DSHU�,QGXVWU\���,QGXVWULDO�2UJDQL]DWLRQ�5HYLHZ� 9RO����
����*ULIILQ��.�%�����������)RUHLJQ�&DSLWDO��'RPHVWLF�6DYLQJV�DQG�(FRQRPLF�

'HYHORSPHQW��� %XOOHWLQ� RI� WKH� 2[IRUG� 8QLYHUVLW\� ,QVWLWXWH� RI�
(FRQRPLFV�DQG�6WDWLVWLFV��9RO����0D\�1R����

����*ULIILQ�� .�%��� (QRV�� -�/��� �������� �)RUHLJQ� $VVLVWDQFH�� 2EMHFWLYH� DQG�
&RQVHTXHQFHV���(FRQRPLF�'HYHORSPHQW�DQG�&XOWXUDO�&KDQJH� 9RO�����



��

����*XODWL��8�&������������(IIHFWV�RI�&DSLWDO�,PSRUWV�RQ�6DYLQJV�DQG�*URZWK�
LQ�/HVV�'HYHORSHG�&RXQWULHV���(FRQRPLF�,QTXLU\� 9RO�����

����*XSWD��.�/��� �������� �)RUHLJQ�&DSLWDO� DQG�'RPHVWLF�6DYLQJV��$�7HVW�RI�
+DDYHOPR
V�+\SRWKHVLV�ZLWK�&URVV�&RXQWU\�'DWD��$�&RPPHQW���5HYLHZ�
RI�(FRQRPLFV�DQG�6WDWLVWLFV� 9RO�����0D\��

����*XSWD��.�/������������)RUHLJQ�&DSLWDO�,QIORZV��'HSHQGHQF\�%XUGHQ��DQG�6DYLQJ�5DWHV�LQ�'HYHORSLQJ�&RXQWULHV��$�6LPXOWDQHRXV�(TXDWLRQ�0RGHO���
.<./26��9RO�����

����*XSWD�� .�/�� �� 0�� $�� ,VODP�� �������� )RUHLJQ� &DSLWDO�� 6DYLQJV� DQG�
*URZWK��$Q�,QWHUQDWLRQDO�&URVV�6HFWLRQ�6WXG\��,QWHUQDWLRQDO�6WXGLHV�
LQ�(FRQRPLFV�DQG�(FRQRPHWULFV� 9RO����'��5HLGHO�3XEOLVKLQJ�&RPSDQ\��

����.UXHJHU�� $�2��� �������� �$LG� LQ� 'HYHORSPHQW� 3URFHVV��� :RUOG� %DQN�
5HVHDUFK�2EVHUYHU����-DQXDU\�������

����0DL]HOV�� $�� DQG� 0�� .�� 1LVVDQNH�� �������� ³0RWLYDWLRQ� IRU� $LG� WR�
'HYHORSLQJ�&RXQWULHV´��:RUOG�'HYHORSPHQW� 9RO�����1R����

����0F*RZDQ��3�-��DQG�'�/��6PLWK�����������(FRQRPLF�'HSHQGHQFH�LQ�%ODFN�
$IULFD�� $Q� $QDO\VLV� RI� &RPSHWLQJ� 7KHRULHV��� ,QWHUQDWLRQDO�
2UJDQL]DWLRQ��9RO�����1R����

����0HQGH�� 7�� �������� )URP� $LG� WR� 5HFRORQL]DWLRQ� *HUU\� +HUUDS� DQG�&RPSDQ\�/WG��(QJODQG��
����0RUULVVH\��2������������7KH�,PSDFW�RI�0XOWLODWHUDO�DQG�7LHG�%LODWHUDO�$LG�

RQ� WKH�8�.��(FRQRP\���-RXUQDO�RI�,QWHUQDWLRQDO�'HYHORSPHQW� 9RO����1R����
����0RVOH\��3������������$LG��6DYLQJV�DQG�*URZWK�5HYLVLWHG���%XOOHWLQ�RI�WKH�

2[IRUG� 8QLYHUVLW\� ,QVWLWXWH� RI� (FRQRPLFV� DQG� 6WDWLVWLFV�� 9RO����� ��0D\��
����0RVOH\��3�� ��+XGVRQ�� -�� DQG�+RUUHO��6�� �������� �$LG� �� WKH�3XEOLF�6HFWRU�

DQG� WKH�0DUNHW� LQ�/HVV�'HYHORSHG�&RXQWULHV���7KH�(FRQRPLF�-RXUQDO�9RO����6HSW��
����0RVOH\��3�����������2YHUVHDV�$LG���,WV�'HIHQFH�DQG�5HIRUP��6WXGLHV�LQ�

3ROLWLFDO�(FRQRP\��:KHDWVKHDI�%RRNV��
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