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���6RFLDO�GLPHQVLRQV�RI�WKH�HFRQRPLF�UHIRUPV

6RFLDO�,PSOLFDWLRQV�RI�WKH�7UDQVLWLRQ��(FRQRPLF�UHIRUPV�DUH�GHVLJQHG�WR�LPSURYH

SHRSOH¶V�OLYLQJ�VWDQGDUGV��$�UHWURVSHFWLYH�DQDO\VLV�RI�VHYHQ�\HDUV�RI�WUDQVLWLRQ�DWWHVWV�WR�D�GHHS

ZRUVHQLQJ�RI�DOO�SDUDPHWHUV�RI�WKH�TXDOLW\�RI�OLIH��7KH�VRFLDO�VHFWRU�LV�QRW�DEOH�WR�SURYLGH�DQ

DGHTXDWH�SURWHFWLRQ�DJDLQVW�VRFLDO�ULVNV��7KH�VLWXDWLRQ�UHJLVWHUHG�DW�WKH�HQG�RI������FRQILUPV

WKDW�DFWLYLWLHV�LQ�WKH�VRFLDO�VSKHUH�DUH�UXQQLQJ�LQFRQVLVWHQWO\�DQG�ZLWK�D�ORZ�HIILFLHQF\��7KH

UHDOLW\�RI�WKH�WUDQVLWLRQ�KDV�EHHQ�TXLWH�GLIIHUHQW�IURP�ZKDW�ZDV�HQYLVDJHG�GXULQJ�WKH�SHULRG�RI

³URPDQWLFLVP´�LQ�WKH�HDUO\�VWDJHV�RI�UHIRUP��ZKLFK�RYHUHVWLPDWHG�WKH�VSHHG�DQG�XQGHUHVWLPDWHG

WKH�FRVWV�RI�WUDQVLWLRQ��7KH�IDOO�LQ�*'3�DFFRPSDQLHG�E\�D�WRXJK�PRQHWDU\�SROLF\�KDV�HQWDLOHG

VLJQLILFDQW�VRFLDO�FRVWV��ZKLFK�KDYH�EHHQ�ULVLQJ�GXULQJ�WKH�SHULRG��7KHLU�DGYHUVH�LPSDFW�KDV

EHHQ�IHOW�E\�WKH�ZKROH�FROOHFWLYLW\��EXW�LW�ZDV��DQG�ZLOO�FRQWLQXH�WR�EH��HVSHFLDOO\�SDLQIXO�IRU�WKH

HOGHUO\��WKH�GLVDEOHG��IDPLOLHV�ZLWK�PDQ\�GHSHQGHQW�FKLOGUHQ�DQG�RWKHU�YXOQHUDEOH�JURXSV��,Q

WKLV�VHQVH�WKH�EXUGHQ�RI�WKH�HFRQRPLF�UHIRUP�LV�ERUQH�E\�WKH�SHRSOH�ZLWK�ORZ�LQFRPHV��ZKR�LQ

IDFW�DUH�LQ�JUHDWHU�QHHG�RI�VRFLDO�SURWHFWLRQ��&RQVHTXHQWO\�YXOQHUDELOLW\�DQG�GHSHQGHQFH�DUH

JURZLQJ��7KLV�IDFW�LV�FRQILUPHG�DOVR�E\�WKH�RSLQLRQ�SROO�PDGH�UHFHQWO\�E\�WKH�,162&�0DUNHW�

ZKLFK�LQGLFDWHV�WKDW�RQO\����RI�WKH�SRSXODWLRQ�KDV�EHQHILWHG�E\�WKH�UHIRUPV��ZKLOH�DERXW����

RI�WKH�UHVSRQGHQWV�VDLG�WKDW�WKHLU�OLYLQJ�VWDQGDUGV�KDYH�EHHQ�ZRUVHQLQJ�

7KH�VRFLDO�LPSOLFDWLRQV�RI�UHIRUP�KDYH�D�VSLOORYHU�HIIHFW�RQWR�DOO�FRPSRQHQWV�RI�TXDOLW\�RI

OLIH��GHHSHQLQJ�VRFLDO�SRODUL]DWLRQ��0DVVLYH�OLEHUDOL]DWLRQ�RI�HFRQRPLF�DFWLYLW\�DW�WKH�HDUO\

VWDJH�RI�UHIRUP��DFFRPSDQLHG�E\�ZLGHVSUHDG�KLGGHQ�XQHPSOR\PHQW�DQG�VDODU\�GHEWV�KDV

FRQVLGHUDEO\�GHFUHDVHG�SHRSOH¶V�UHDO�LQFRPH��$FFRUGLQJ�WR�VRPH�HVWLPDWLRQ�WKH�PDJQLWXGH�RI

WKLV�IDOO�ZDV�RI�DSSUR[LPDWHO\����SHUFHQW��$V�D�UHVXOW�SRYHUW\�KDV�EHHQ�JURZLQJ�VLJQLILFDQWO\�

ZKLFK�OHDGV�WR�D�GHHSHU�VRFLDO�LQHTXDOLW\��7KH�*LQL�FRHIILFLHQW��ZKLFK�PHDVXUHV�WKH�GLVSHUVLRQ

LQ�WKH�GLVWULEXWLRQ�RI�LQFRPHV��LQFUHDVHG�IURP������LQ������WR������LQ�WKH�ILUVW�KDOI�RI�������IRU
FRPSDULVRQ��:HVWHUQ�FRXQWULHV�KDYH�*LQL�FRHIILFLHQWV�RI�DERXW�������LQ�3RODQG��+XQJDU\�DQG�WKH�&]HFK

5HSXEOLF�WKH\�DUH�DERXW�������

$V�D�FRQVHTXHQFH�RI�WKLV�SURFHVV��LQFRPH�LQHTXDOLW\�LV�LQFUHDVLQJ�LQ�0ROGRYD�

$FFRUGLQJ�WR�KRXVHKROG�EXGJHW�VXUYH\�GDWD��E\�WKH�HQG�RI������WKH�WRWDO�LQFRPH�UHFHLYHG�E\

WKH�ULFKHVW����SHUFHQW�RI�WKH�SRSXODWLRQ�ZDV������WLPHV�WKH�LQFRPH�UHFHLYHG�E\�WKH�SRRUHVW���

SHUFHQW��ZKLFK�FRPSDUHV�ZLWK�D�ILJXUH�RI�������WKUHH�\HDUV�DJR��7RGD\�WKH�ULFKHVW�RQH�ILIWK�RI

WKH�SRSXODWLRQ

UHFHLYHV�URXJKO\

KDOI�RI�WKH�WRWDO

GLVSRVDEOH

LQFRPH��ZKLOH�WKH

SRRUHVW�RQH�ILIWK

KDV�RQO\������

3HRSOH�ZLWK

PLGGOH�LQFRPH

ZKR�FRQVWLWXWHV

WKH�PDLQ�VKDUH�RI

WKH�VRFLHW\������

UHFHLYH�DERXW

����RI�WKH�WRWDO

GLVSRVDEOH

LQFRPH��7KLV�LV�D�FOHDU�LQGLFDWLRQ�WKDW�WKH�PLGGOH�FODVV�LQ�0ROGRYD�LV�VWLOO�WRR�IUDJLOH�WR�RIIVHW

WKH�VRFLDO�FRVWV�RI�UHIRUP�
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� 7KH�UHGXFWLRQ�LQ�SXUFKDVLQJ�SRZHU�OHG�WR�D�VXEVWDQWLDO�VKULQNDJH�RI�LQGLYLGXDO

FRQVXPSWLRQ��)URP�D�VRFLHW\�ZLWK�D�VFDUFLW\�RI�FRQVXPSWLRQ�JRRGV�RQ�WKH�PDUNHW�0ROGRYD�KDV

EHFRPH�D�VRFLHW\�ZLWK�ORZ�LQGLYLGXDO�FRQVXPSWLRQ��$OO�FRPSRQHQWV�RI�FRQVXPSWLRQ�GHFUHDVHG

�IRRGVWXII��GXUDEOH�JRRGV��DQG�VHUYLFHV���+RZHYHU��WKH�PRVW�VLJQLILFDQW�IDOO�ZDV�UHJLVWHUHG�LQ

EDVLF�IRRGVWXIIV��QDPHO\�PHDW�±PLQXV������PLON�±�PLQXV������DQG�ILVK��PLQXV�����

&RQVXPSWLRQ�LV�QRZ�FORVH�WR�WKH�FULWLFDO�OLPLWV��WKUHDWHQLQJ�SHRSOH¶V�QRUPDO�GHYHORSPHQW�DV

KXPDQ�EHLQJV�

0DOQXWULWLRQ�DIIHFWV�WRGD\�QRW�RQO\�SHRSOH�ZLWK�ORZ�LQFRPH��EXW�SDUWLDOO\�DOVR�WKRVH

ZLWK�PLGGOH�LQFRPH�ZKR�DUH�HPSOR\HG�LQ�WKH�EXGJHW�VSKHUH��WHDFKHUV��SXEOLF�VHUYDQWV��PHGLFDO

ZRUNHUV���GXH�WR�IUHTXHQW�GHOD\V�LQ�SD\LQJ�ZDJHV��$FFRUGLQJ�WR�KRXVHKROG�EXGJHW�VXUYH\

ILQGLQJV��LQ������WKH�DYHUDJH�GDLO\�QXWULWLRQDO�YDOXH�SHU�SHUVRQ�DPRXQWV�RQO\�WR������NFDO��7KLV

LV�PXFK�OHVV�WKDQ�WKH�PLQLPXP�QXWULWLRQDO�WKUHVKROG�FDOFXODWHG�E\�)$2��RI������NFDO�SHU�GD\�

7KXV�PDOQXWULWLRQ�LQ�0ROGRYD�LV�VSUHDGLQJ�VZLIWO\��FRPSURPLVLQJ�WKH�VHFXULW\�RI�QRXULVKPHQW�

7KH�LPSOLFLW�HIIHFW�RI�PDOQXWULWLRQ�KDV�EHHQ�IHOW�LQ�GHPRJUDSKLF�DVSHFWV�DQG�WKH�VWDWH�RI

WKH�SRSXODWLRQ�KHDOWK��&RPSDUDWLYH�ZLWK�������WKH�JHQHUDO�GHDWK�UDWH�KDV�LQFUHDVHG�E\����

ZKLOH�WKH�ELUWK�UDWH�KDV�GURSSHG�E\������,Q������IRU�WKH�ILUVW�WLPH�LQ�0ROGRYD�WKH�GHDWK�UDWH

KDV�H[FHHGHG�WKH�ELUWK�UDWH��&RQVHTXHQWO\�WKH�UDWH�RI�QDWXUDO�LQFUHDVH�RI�WKH�SRSXODWLRQ�KDV

EHFRPH�QHJDWLYH�������SHU�WKRXVDQG���7KLV�FRXOG�KDYH�D�ORQJ�WHUP�LPSDFW�RQ�GHSRSXODWLRQ�LQ

0ROGRYD��&RPSOHPHQWDULO\��PRUELGLW\��ZKLFK�VWD\V�KLJK�GXH�WR�ZLGHVSUHDG�FKURQLF�GLVHDVHV�

VXFK�DV�EODFN�OXQJ��GLJHVWLRQ�SDWKRORJLHV��WXPRUV��DQG�FDUGLR�YDVFXODU�GLVHDVHV��FRXOG�H[HUW�D

JUHDW�LPSDFW�RQ�WKH�IXUWKHU�KXPDQ�GHYHORSPHQW�LQ�0ROGRYD��$V�D�UHVXOW�WKH�GHPRJUDSKLF

GHSHQGHQF\�UDWLR�LV�ULVLQJ�ZKLFK�FRXOG�EHFRPH�D�UHDO�KLQGUDQFH�IRU�WKH�HFRQRPLF�UHIRUPV��1RZ

WKH�VFRSH�RI�WKLV�SKHQRPHQRQ�LV�PXFK�KLJKHU�WKDQ�WKH�FULWLFDO�OLPLW���������DFFRXQWLQJ�IRU������

7KH�FXPXODWLYH�HIIHFW�RI�VRFLDO�FRVWV�LV�UHIOHFWHG�LQ�WKH�+XPDQ�'HYHORSPHQW�,QGH[

�+',���ZKLFK�FRQWDLQV�D�V\QWKHVLV�RI�GHPRJUDSKLF�SDUDPHWHUV��SHUIRUPDQFH�RI�HGXFDWLRQ�

KHDOWK��DQG�OLYLQJ�VWDQGDUGV��7KLV�LQGH[�LV�FRPSXWHG�E\�WKH�81'3�DQG�VHUYHV�D�EDVLV�IRU

FRPSDUDWLYH�LQWHUQDWLRQDO�DQDO\VLV��%DVHG�RQ�HVWLPDWLRQV�PDGH�E\�WKH�81'3��0ROGRYD�LQ�����

KHOG���
WK
�SODFH�LQ�WKH�ZRUOG��DFKLHYHPHQW�ZKLFK�ZDV�TXLWH�JRRG�IRU�WKDW�SHULRG�RI�WLPH�

+RZHYHU��0ROGRYD�KDV�VLQFH�H[SHULHQFHG�D�GHHS�IDOO�LQ�WKLV�LQGH[��ZKLFK�SXWV�LW�RQ����
WK
�SODFH

LQ�������2I�IRUPHU�VRYLHW�UHSXEOLFV�RQO\�7DMLNLVWDQ��LQ�WKH����
WK
�SRVLWLRQ��LV�EHKLQG�0ROGRYD�LQ

WKLV�LQWHUQDWLRQDO�UDWLQJ��7KH�ORZ�YDOXH�RI�+',�FRQVWLWXWHV�D�ZDUQLQJ�RI�GLIILFXOW�VLWXDWLRQ�WKDW

SHUVLVWV�LQ�WKH�VRFLDO�VHFWRUV��7KH�PDLQ�LQGLFDWRUV�RI�LQ�WKH�VRFLDO�VSKHUH�DUH�DW�FULWLFDO�OHYHO�DQG

FRXOG�XQGHUPLQH�IXUWKHU�GHYHORSPHQW�RI�HFRQRPLF�UHIRUPV��DQG�HYHQ�SXW�LQWR�JUHDW�GDQJHU�WKH

HFRQRPLF�VHFXULW\�RI�VWDWH�

7KH�PDJQLWXGH�RI�WKH�VRFLDO�LPSOLFDWLRQV�LV�FRQGLWLRQHG�PDLQO\�E\�WKH�OHJDF\�ZKLFK�WKH

VRFLDO�VSKHUH�LQKHULWHG�IURP�WKH�ROG�V\VWHP��%HLQJ�FRPSOHWHO\�ILQDQFHG�IURP�WKH�VWDWH�EXGJHW�

WKH�VRFLDO�VSKHUH�ZDV�GHVLJQHG�WR�SURYLGH�VHUYLFHV�WR�WKH�ZKROH�SRSXODWLRQ�UHJDUGOHVV�RI�WKH

UHFLSLHQWV¶�OHYHO�RI�LQFRPH�DQG�WKHLU�GHJUHH�RI�QHHG��6RFLDO�FRPPLWPHQWV�KDG�D�XQLYHUVDO

FKDUDFWHU��DQG�LQFOXGHG�D�ZLGH�JDPXW�RI�EHQHILWV��ZKLFK�FRYHUHG�OLIH¶V�RUGLQDU\�FRQWLQJHQFLHV�

L�H��DJLQJ��WHPSRUDU\�ORVV�RI�ZRUN�FDSDELOLW\��FKLOGFDUH��HQWHUWDLQPHQW�DQG�RWKHUV� � �
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6RFLDO�,QGLFDWRUV�RI�(FRQRPLF�6HFXULW\

���� ���� 5HFRPPHQGHG




/LIH�H[SHFWDQF\��\HDUV ���� ����

���������IRU�ZRPHQ ���� ����

���������IRU�PHQ �� ����

%LUWK�UDWH��SHU�WKRXVDQG ���� ��



7RWDO�GHDWK�UDWH��SHU�WKRXVDQG ��� ����

 ���

1DWXUDO�LQFUHDVH��SHU�WKRXVDQG ��� ����



,QIDQW�PRUWDOLW\��SHU�WKRXVDQG ���� ���� ��

)HUWLOLW\�FRHIILFLHQW��QXPEHU�RI�ELUWKV ���� ����� ���

1HW�UHSURGXFWLRQ�UDWLR��� �� �� ���

2IILFLDO�UDWH�RI�XQHPSOR\PHQW��� 1�$ ���

 �

+LGGHQ�XQHPSOR\PHQW��� 1�$ ����

 �

5DWH�RI�HPSOR\PHQW�RI�ODERU�IRUFH��� ���� ��

 �����

6KDUH�RI�IRRGVWXII�H[SHQGLWXUHV��� ���� ����� �����

9DOXH�RI�QXWULWLRQ��NFDO�GD\ ���� ���� ����

6RFLDO�SRODUL]DWLRQ�RI�SRSXODWLRQ��WLPHV 1�$ ����

 ���

�*LQL�FRHIILFLHQW ����
 ���� ��������

&RHIILFLHQW�RI�GHPRJUDSKLF�GHSHQGHQF\ ���� ���� ����

&RHIILFLHQW�RI�VRFLDO�GHSHQGHQF\ ���� ���� ��������

6KDUH�RI�VRFLDO�H[SHQGLWXUHV����RI�*'3 ���� ���� ��

,QFOXGLQJ�IRU�KHDOWK�FDUH����RI�*'3 ���
 ��� ���

$QQXDO�DYHUDJH�KHDOWK�FDUH�H[SHQGLWXUHV�SHU

SHUVRQ��OHL
1�$ ��� ���

,QFOXGLQJ�IRU�HGXFDWLRQ����RI�*'3 ���
 ��� ���

$QQXDO�DYHUDJH�H[SHQGLWXUHV�SHU�VFKRODU��OHL 1�$ ����

 ����

3HQVLRQ�H[SHQGLWXUHV����RI�*'3 �������
 ������ �����������������

5DWH�RI�VDODU\�UHSODFHPHQW�E\�SHQVLRQ��� ��� ���

 �����

BBBBBBBBBBBBBBBBBBBBBBBB

������



��������ILUVW�KDOI




���DFFRUGLQJ�WKH�FULWHULD�VHW�E\�WKH�LQWHUQDWLRQDO�RUJDQL]DWLRQV��81��,0)��:%��

1�$���GDWD�QRW�DYDLODEOH�
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)UHH�XQLYHUVDO�DFFHVV�WR�PHGLFDO�DQG�HGXFDWLRQDO�VHUYLFHV�KDV�EHHQ�LQWHQVLI\LQJ�WKH

WHQGHQF\�RI�WKHLU�H[DJJHUDWHG�JURZWK�LQ�YROXPH�ZKLOH�WKH\�KDYH�ORVW�FRQVLGHUDEO\�LQ�TXDOLW\�

7KXV��RQ�TXDQWLWDWLYH�SDUDPHWHUV��QXPEHU�RI�SK\VLFLDQV��EHGV�LQ�KRVSLWDOV��SXSLOV�LQ�VFKRROV�

DQG�WHDFKHUV��0ROGRYD�FRXOG�FRPSHWH�HYHQ�ZLWK�VRPH�RI�WKH�:HVWHUQ�FRXQWULHV��$W�WKH�VDPH

WLPH��KRZHYHU��TXDOLW\�OHDYHV�PXFK�WR�EH�GHVLUHG�

$�VLJQLILFDQW�UROH�LQ�WKH�WUDGLWLRQDO�V\VWHP�RI�VRFLDO�EHQHILWV�ZDV�DWWULEXWHG�WR

LQGHPQLWLHV�DQG�FRPSHQVDWLRQV�LQ�FDVK��+DYLQJ�DV�D�PDMRU�SXUSRVH�WKH�DYRLGDQFH�RI�H[FHVVLYH

LQFRPH�GLVSDULWLHV��FDVK�WUDQVIHUV�ZHUH�SURYLGHG�IRU�FRYHULQJ�WULYLDO�VLWXDWLRQV��OLNH�KRXVLQJ�

SXEOLF�WUDQVSRUWDWLRQ��FRPPXQDO�VHUYLFHV�DQG�RWKHUV��9HU\�RIWHQ�WKH�VDPH�SHUVRQ�FRXOG�UHFHLYH

VHYHUDO�FDVK�EHQHILWV�IURP�GLIIHUHQW�VRXUFHV��VWDWH�RU�ORFDO�EXGJHW��VRFLDO�IXQG��IRU�WKH�VDPH

FDVH��2YHUODSSLQJ�DQG�HDV\�HOLJLELOLW\�FULWHULD�OHG�WR�D�VXEVWDQWLDO�LQFUHDVH�LQ�WKHLU�QXPEHU��%\

PLG������WKHUH�ZHUH�DERXW�����W\SHV�RI�LQFRPH�WUDQVIHUV��$OWKRXJK�PHDVXUHV�XQGHUWDNHQ

IXUWKHU�RQ�WKLV�LVVXH�KDYH�UHGXFHG�WR�VRPH�H[WHQW�WKH�QXPEHU�RI�FDVK�EHQHILWV��\HW�WKHLU�EXUGHQ

UHPDLQV�KHDY\��$W�WKH�HQG�RI������PRUH�WKDQ���PLOOLRQ�SHRSOH�LQ�0ROGRYD�KDYH�EHHQ�SURYLGHG

ZLWK�FDVK�EHQHILWV��ZLWK�DQ�HVWLPDWHG�YDOXH�RI�����ELOOLRQ�OHL�

$W�WKH�VDPH�WLPH�WKH�GLIIXVH�FKDUDFWHU�RI�VRFLDO�WUDQVIHUV�KDV�EHHQ�DJJUDYDWLQJ�WKHLU

GLVSHUVLRQ��2IWHQ�LW�LV�WKH�QRQ�SRRU�JURXSV�WKDW�KDYH�UHFHLYHG�WKHVH�EHQHILWV��$FFRUGLQJ�WR

KRXVHKROG�EXGJHW�VXUYH\�GDWD��LQ�WKH�ILUVW�KDOI�RI������DURXQG�����RI�WRWDO�VRFLDO�EHQHILWV�ZHQW

WR�ULFK�JURXSV���
WK
�DQG��

WK
�TXLQWLOH���7KLV�LV�D�JRRG�UHDVRQ�WR�DUJXH�WKDW�LQFRPH�WUDQVIHUV�VKRXOG

EH�EHWWHU�WDUJHWHG�DQG�SURYLGHG�RQ�EDVLV�RI�PHDQV�WHVWLQJ��7KXV�WKH�SRRU�VWLOO�UHPDLQ�WKH�PRVW

YXOQHUDEOH�SRLQW�LQ�WKH�VRFLDO�DVVLVWDQFH�V\VWHP�

%HVLGHV�WKDW��D�ODUJH�VKDUH�RI�VRFLDO�VHUYLFHV�ZHUH�SURYLGHG�DW�WKH�PLFUR�OHYHO�E\�WKH

HQWHUSULVHV��8VLQJ�WKH�GLYHUVH�VRFLDO�LQVWLWXWLRQV��NLQGHUJDUWHQV��GRUPLWRULHV��VDQDWRULXPV��DQG

RWKHUV��EHORQJLQJ�WR�WKHP��HQWHUSULVHV�ZHUH�DEOH�WR�SURYLGH�IULQJH�EHQHILWV�WR�WKHLU�HPSOR\HHV

LQ�DGGLWLRQ�WR�WKRVH�EHQHILWV�UHFHLYHG�DW�PDFUR�OHYHO��IURP�VWDWH�EXGJHW�RU�VRFLDO�IXQG���6RPH

VHFWRUDO�ILQGLQJV�VKRZ�WKDW�WKH�VKDUH�RI�IULQJH�EHQHILWV�ZDV�VLJQLILFDQWO\�LQ�HOHFWULFDO�LQGXVWU\�

FKHPLVWU\��PDQXIDFWXULQJ�DQG�RWKHU�EUDQFKHV��7KHLU�YDOXH�FRXOG�UHDFK�����RI�WKH�JURVV�YDOXH

RI�ZDJHV��,QWHUODFLQJ�RI�IULQJH�EHQHILWV�ZLWK�WKRVH�SURYLGHG�E\�WKH�VWDWH�FDXVHG�IUDJPHQWDWLRQ

RI�WKH�VRFLDO�V\VWHP��PDNLQJ�LWV�PDQDJHPHQW�OHVV�HIILFLHQW�

8QLYHUVDO�FRYHUDJH�DQG�XQFOHDU�HOLJLELOLW\�FULWHULD�KDYH�EHHQ�JHQHUDWLQJ�DQ�H[SORVLYH

LQFUHDVH�RI�VRFLDO�FRVW��ZKLFK�FRQVWLWXWHG�D�KHDY\�EXUGHQ�IRU�WKH�HFRQRP\��'XULQJ�WKH���V�WKH

VKDUH�RI�VRFLDO�H[SHQGLWXUHV�LQFUHDVHG�E\������XQWLO�LW�UHSUHVHQWHG��LQ�����������RI�WKH�*'3�

(FRQRPLF�UHFHVVLRQ�DFFRPSDQLHG�E\�WKH�ILVFDO�FULVLV�KDV�EHHQ�HURGLQJ�WKH�VXSSRUW�RI�VRFLDO

LQIORZV��XQGHUPLQLQJ�VLJQLILFDQWO\�WKH�VXVWDLQDELOLW\�RI�VRFLDO�ILQDQFH��0LVDOORFDWLRQ�RI

UHVRXUFHV�LQ�FRQFHUW�ZLWK

ORZ�UDWH�RI�FRQWULEXWLRQ

FROOHFWLRQ�KDV�ZLGHQHG�WKH

GLVFUHSDQF\�EHWZHHQ�VRFLDO

FRPPLWPHQWV�DQG�ILQDQFLDO

SRVVLELOLWLHV��)URP�����LQ

������WKH�JDS�EHWZHHQ�UHDO

DOORFDWLRQ�RI�ILQDQFLDO

UHVRXUFHV�DQG�WKH�PLQLPDO

UHTXLUHG�OHYHO�UHDFKHG

����LQ�������,W�EHFDPH�DV

D�FRPPRQ�QRUP�FKURQLFDOO\�GHOD\LQJ�LQ�SD\LQJ�ZDJHV��SHQVLRQV��LQGHPQLWLHV�DQG�RWKHU�VRFLDO

5HSXEOLF�RI��0ROGRYD��GLVFUHSDQFLHV�LQ��VRFLDO�

ILQDQFH

���

����

���� ������HVW

0LQLPXP�UHTXLUHG

5HDO�ILQDQFLDO�DOORFDWLRQ�
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EHQHILWV��7KLV�LV�D�VLJQ�WKDW�WKH�YLDELOLW\�RI�VRFLDO�ILQDQFH�LV�RQ�HGJH�RI�FULVLV�

,W�EHFDPH�FOHDU�WKDW�IXUWKHU�PDLQWDLQLQJ�WKH�VRFLDO�VSKHUH�LQ�LWV�LQLWLDO�VFRSH�DQG

VWUXFWXUH�LV�DQ�LQDGPLVVLEOH�WKLQJ��ZKLFK�FRXOG�FRQVWLWXWH�D�VHULRXV�LPSHGLPHQW�IRU�HFRQRPLF

WUDQVIRUPDWLRQV��)LQDQFLDO�GLVEDODQFHV�DQG�GLVIXQFWLRQDOLWLHV�LQ�VRFLDO�VSKHUH�DFWLYLWLHV�FRXOG

OHDG�WR�D�IXUWKHU�JURZ�RI�WKH�EXUGHQ�ERUQH�E\�WKH�HFRQRPLF�DFWLYH�SRSXODWLRQ��7KH�FRHIILFLHQW

RI�VRFLDO�GHSHQGHQF\�JUHZ�IURP������LQ������WR������LQ�PLG�������7RGD\�IRU�HDFK�����SHRSOH

HPSOR\HG�LQ�WKH�HFRQRP\�WKHUH�DUH����EHQHILFLDULHV�RI�VRFLDO�VSKHUH��SHQVLRQHUV��FKLOGUHQ�

GLVDEOHG���7KH�SUDFWLFDO�HYLGHQFH�VXJJHVWV�WKDW�IRU�D�QRUPDO�VLWXDWLRQ�WKLV�UDWLR�VKRXOG�EH����

WR�����+HQFH�UHIRUPLQJ�PHDVXUHV�VKRXOG�FRYHU�DOO�HOHPHQWV�RI�VRFLDO�VHFWRUV��QDPHO\�ILQDQFH�

WKH�VWUXFWXUH�RI�EHQHILWV�DQG�LQVWLWXWLRQDO�QHWZRUN�

&RQFHSWXDO�3DWWHUQ�RI�6RFLDO�5HIRUP��$OWKRXJK�WKH�QHFHVVLW\�RI�UHIRUPLQJ�WKH�VRFLDO

VHFWRUV�KDV�EHHQ�UHFRJQL]HG�IURP�WKH�EHJLQQLQJ�DQG�ZDV�LQFOXGHG�LQ�DOO�JRYHUQPHQWDO

SURJUDPV��SUDFWLFDO�DFWLRQV�XQGHUWDNHQ�LQ�WKLV�UHJDUG�DUH�WRR�PRGHVW��7KH�VHQVLWLYLW\�RI�WKH

VRFLDO�VSKHUH�KDV�GHWHUPLQHG�WKH�QDWXUH�RI�WKH�FRQFHSWXDO�SDWWHUQ�RI�UHIRUP��+DYLQJ�DV�D�PDMRU

DLP�SURYLVLRQ�WR�DOO�SHRSOH�D�GHFHQW�OHYHO�RI�OLIH��REMHFWLYH�WKDW�LV�YHU\�QREOH��EXW�QRW�IHDVLEOH�LQ

WKH�FXUUHQW�FRQGLWLRQV���SROLF\�PDNHUV�SOXQJHG�LQWR�ORQJ�WKHRUHWLFDO�GLVSXWHV�DERXW�WKH�VFRSH�RI

VRFLDO�UHIRUP��'LVFXVVLRQV�DERXW�SDWKV�RI�UHIRUPV�HPHUJH�HYHQ�QRZ�DIWHU�VHYHQ�\HDUV�RI

WUDQVLWLRQ��7KXV�WKH�WKHRUHWLFDO�DVSHFW�RI�UHIRUP�SUHYDLOHG�RYHU�WKH�SUDJPDWLF�RQH�

&RQVHTXHQWO\��UHPHGLDO�DFWLRQ�KDG�D�ORZ�HIILFLHQF\�

$SDUW�IURP�WKDW��LW�ZDV�PDLQO\�WKH�SROLWLFDO�HQYLURQPHQW�WKDW�FRQGLWLRQHG

SURFUDVWLQDWLRQ�RI�VRFLDO�WUDQVIRUPDWLRQV��$IIHFWLQJ�IRUHPRVW�ZHOIDUH�RI�SHRSOH�ZLWK�ORZ�DQG

PLGGOH�LQFRPH��ZKR�WUDGLWLRQDOO\�DUH�WKH�PRVW�DFWLYH�SDUW�RI�HOHFWRUDWH���VRFLDO�LVVXHV�KDYH

VWDUWHG�WR�EH�XVHG�PRUH�IUHTXHQWO\�E\�WKH�SROLWLFDO�SDUWLHV�LQ�WKHLU�RZQ�LQWHUHVW��6RFLDO

WUDQVIRUPDWLRQV�ZHUH�WXUQHG�LQWR�SROLWLFDO�LVVXHV��3UHVVXUHV�H[HUWHG�E\�WKH�SROLWLFLDQV�XVXDOO\

DUH�PXFK�JUHDWHU�WKDQ�UHDO�SRVVLELOLWLHV��$V�D�UHVXOW�SURPLVHV�PDGH�GXULQJ�WKH�HOHFWLRQV�UHPDLQ

XQIXOILOOHG��7KXV�WKH�SROLWLFDO�SRSXOLVP�WKDW�LV�TXLWH�FRPPRQ�QRZDGD\V�KDV�D�VLJQLILFDQW

DGYHUVH�LPSDFW��OHVVHQLQJ�WKH�FUHGLELOLW\�RI�SHRSOH�LQ�UHIRUPLQJ�WKH�VRFLDO�VSKHUH�

7KH�XQVXVWDLQDEOH�HIIHFWV�RI�WKH�HQYLURQPHQW�DUH�DPSOLILHG�DOVR�E\�WKH�LQFRQVLVWHQF\�RI

SROLWLFDO�ZLOO�ZKLFK�LV�PDQLIHVWHG�E\�WKH�SROLF\�PDNHUV��%HLQJ�FRQVWUDLQHG�E\�WKH�ILQDQFLDO

WXUEXOHQFH�DQG�E\�WKH�H[FHVVLYH�SRODUL]DWLRQ�RI�WKH�FROOHFWLYLW\��SROLF\�PDNHUV�JLYH�SUHIHUHQFH

WR�VFHQDULRV�ZLWK�OHVV�GHJUHH�RI�ULVN��7KXV�VR�IDU�WKH\�KDYH�VWUHVVHG�SDUWLDO�DQG�SLHFHPHDO

UHIRUPV��ZKLFK�DFFRUGLQJ�WR�HPSLULFDO�HYLGHQFH�IURP�RWKHU�FRXQWULHV�LQ�WUDQVLWLRQ�DUH�PRUH

SDLQIXO�DQG�FRVWO\�IRU�WKH�VRFLHW\��)XUWKHUPRUH��FKDQJHV�PDGH�YHU\�RIWHQ�LQ�WKH�VWUXFWXUH�RI

JRYHUQPHQW�KDYH�EHHQ�HURGLQJ�WKH�SROLWLFDO�DQG�DGPLQLVWUDWLYH�VXSSRUW�IRU�WKH�VRFLDO�UHIRUPV�

7KH�ODFN�RI�D�PDLQ�SROLWLFDO�JXDUDQWRU�ZKR�ZLOO�DVVXPH�IXOO�UHVSRQVLELOLW\�IRU�WKH�VFRSH�DQG

DLPV�RI�UHIRUPV�RI�WKH�VRFLDO�VSKHUH�ZDV�XQGRXEWHGO\�D�IDFWRU�RI�WKH�LQVLJQLILFDQW�SURJUHVV

UHJLVWHUHG�XQWLO�QRZ�LQ�WKH�DFWLYLWLHV�RI�VRFLDO�VHFWRUV�

7KH�PDMRU�UHDVRQ�LQ�VSUHDGLQJ�WKH�FULVLV�VLWXDWLRQ�LQ�WKH�VRFLDO�VSKHUH�ZDV�WKH�ODFN�RI�D

FOHDU�DQG�IHDVLEOH�VWUDWHJ\��ZKLFK�VKRXOG�EH�VXSSRUWHG�E\�D�VHW�RI�VXFFHVVLYH�DQG�FRKHUHQW

SUDFWLFDO�DFWLYLWLHV��:KDW�KDV�EHHQ�GRQH�GXULQJ�VHYHQ�\HDUV�FRXOG�EH�GHVFULEHG�DV�D

FRPELQDWLRQ�RI�IUDJPHQWDU\�PHDVXUHV��LPSOHPHQWHG�LQ�D�VSRUDGLF�DQG�DG�KRF�PDQQHU��7KDW�FDQ

EH�DWWULEXWHG�WR�WKH�QXPHURXV�UHFDOFXODWLRQV�RI�SHQVLRQV�DQG�LQGHPQLWLHV��XQVXFFHVVIXO�DWWHPSWV

DW�LQWURGXFLQJ�IHHV�IRU�PHGLFDO�VHUYLFHV��VKDOORZ�SKDVLQJ�RXW�RI�VXEVLGLHV�DQG

RWKHUV�

7KH�PDLQ�GLVDGYDQWDJH�RI�VXFK�PHDVXUHV�LV�WKDW�WKH\�DWWDFN�RQO\�RQH�SDUW�RI�WKH�LVVXH
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�PRUH�IUHTXHQWO\�WKLV�LV�WKH�ILQDQFLDO�RQH���QHJOHFWLQJ�RWKHU�VLGHV�RI�WKH�SUREOHP��VHWWLQJ�SROLF\

DJHQGD��EHQHILWV�VWUXFWXUH��LQVWLWXWLRQDO�QHWZRUN��VWUHQJWKHQLQJ�DGPLQLVWUDWLYH�FDSDELOLWLHV���$V

D�UXOH�VXFK�LQWHUIHUHQFH�LV�HVVHQWLDOO\�SDVVLYH��EHFDXVH�LV�QRW�DEOH�WR�DQWLFLSDWH�WKH�HYHQWV��DQG�LW

LV�VHW�XS�DIWHU�WKH\�KDYH�HPHUJHG��2EYLRXVO\��SHUIRUPDQFHV�DUH�LQVLJQLILFDQW�DQG�GR�QRW

FRQWULEXWH�WR�WKH�VRFLDO�FRVW�UHGXFWLRQ�

7KH�����V�ZHUH�FKDUDFWHUL]HG�E\�D�UHJUHWWDEOH�LQFRQVLVWHQF\�LQ�IRUPXODWLQJ�VWUDWHJLF

JXLGHOLQHV�IRU�VRFLDO�UHIRUP��(DFK�WLPH�D�JRYHUQPHQW�PDGH�FKDQJHV��LW�DOVR�FDUULHG�RXW�D

FRPSOHWH�RYHUKDXO�RI�WKH�VRFLDO�SROLF\�HODERUDWHG�E\�WKH�SUHYLRXV�JRYHUQPHQWDO�WHDP��8VXDOO\

QHZ�JRYHUQPHQW�FDPH�XS�ZLWK�DQ�DEVROXWHO\�QHZ�VRFLDO�FRQFHSW��FRPSOHWHO\�GLIIHUHQW�IURP�WKH

SUHYLRXV�RQH��)RU�LQVWDQFH��DW�WKH�LQLWLDO�VWDJH�RI�UHIRUP�������������VRFLDO�SROLF\�HQYLVDJHG�D

PDVVLYH�LQGH[DWLRQ�QRW�RQO\�RI�SHQVLRQV�DQG�VDODULHV��EXW�HYHQ�RI�SHRSOH¶V�VDYLQJV�GHSRVLWV�

/DWHU�RQ�WKLV�FRQFHSW�ZDV�UHYLVHG�DV�WR�EHLQJ�WRR�FRVWO\��,W�ZDV�UHSODFHG�E\�WKH�FRQFHSW�RI

SDUWLDO�VHOHFWLYH�DQG�UHJUHVVLYH�LQGH[DWLRQ��7KH�VDPH�WKLQJ�KDSSHQHG�ZLWK�QRPLQDO�FDVK

FRPSHQVDWLRQV��VRPHWLPHV�WKH\�ZHUH�FXW�RU�SRVWSRQHG��VRPHWLPHV�SURYLGHG�DJDLQ��7KHVH

EURDG�FKDQJHV�LQ�FRQFHSW�KDYH�IXUWKHU�FRPSOLFDWHG�WKH�VLWXDWLRQ��GHHSHQLQJ�FRQIXVLRQ�DW�WKH

LPSOHPHQWDWLRQ�VWDJH�

7KH�DQDO\VLV�RI�VRFLDO�SROLF\�VKRZV�WKDW�LQ�WKH�FRQFHSWXDO�SDWWHUQ�RI�UHIRUPV�RI�WKH

VRFLDO�VSKHUH��ILQDQFLDO�DSSURDFKHV�SUHYDLO��%HLQJ�FRQFHUQHG�PDLQO\�ZLWK�PDLQWDLQLQJ�WKH

ILQDQFLDO�VLWXDWLRQ��SROLF\�PDNHUV�KDYH�ODLG�VWUHVV�RQ�UHGXFLQJ�SXEOLF�VRFLDO�H[SHQGLWXUHV��%\�WKH

ZD\��DW�WKH�HDUO\�VWDJH�RI�UHIRUP�������������HYHQ�PLVVLRQV�RI�WKH�LQWHUQDWLRQDO�ILQDQFLDO

LQVWLWXWLRQV��:%�DQG�,0)��HQGRUVHG�ZLWK�VRPH�UHVHUYDWLRQV�WKHVH�SRVLWLRQV��7KH�FRVW±VDYLQJ

PRGHO�KDV�EHHQ�ODUJHO\�LPSOHPHQWHG�LQ�DOO�VHFWRUV�RI�WKH�VRFLDO�VSKHUH��KHDOWK�FDUH��HGXFDWLRQ�

VRFLDO�DVVLVWDQFH�DQG�RWKHUV��7KH�EXGJHWV�RI�WKHVH�VHFWRUV�DUH�UHYLVHG�VHYHUDO�WLPHV�GXULQJ�RQH

ILVFDO�\HDU�ZLWK�D�YLHZ�WR�FXWWLQJ�H[SHQGLWXUH��$Q�HORTXHQW�H[DPSOH�RI�WKLV�LV�WKH�EXGJHW�RI�WKH

VRFLDO�IXQG��ZKLFK�ZDV�UHYLVHG�WKUHH�WLPHV�GXULQJ�������%\�FRPSDULVRQ�ZLWK�WKH�LQLWLDO�YHUVLRQ

DW�WKH�EHJLQQLQJ�RI�\HDU��H[SHQGLWXUHV�IURP�WKLV�IXQG�ZHUH�UHGXFHG�E\������)RU������WKH

VRFLDO�IXQG�EXGJHW�ZLOO�EH�VKULQNLQJ�IXUWKHU��DFFRXQWLQJ�IRU�RQO\�����RI�WKH�ILQDO�EXGJHW

UHJLVWHUHG�DW�WKH�HQG�RI������\HDU�

7KXV�WKH�DXVWHULW\�LQ�DOORFDWLQJ�ILQDQFLDO�UHVRXUFHV�WR�WKH�VRFLDO�VSKHUH�LQFUHDVHV�DQG

EHFRPHV�PRUH�FRPPRQ��2I�FRXUVH��UHVWUXFWXULQJ�VRFLDO�ILQDQFH�LV�DQ�LPSRUWDQW�SRLQW�IRU�WKH

UHIRUP�DQG�JLYHV�H[SOLFLW�VKRUW�UXQ�RXWFRPHV��DYRLGDQFH�RI�PLVDOORFDWLRQ��FRQWDLQLQJ�FRVWV��

ZKLFK�DUH�YHU\�UHOHYDQW�DW�WKLV�FULWLFDO�PRPHQW��%XW�WKHVH�PHDVXUHV�FRXOG�KDYH�DQ�DGYHUVH

LPSDFW�LQ�WKH�ORQJ�UXQ��)LQDQFLQJ�KHDOWK�FDUH�DQG�HGXFDWLRQ�RQO\�LQ�SURSRUWLRQ�RI�����ZH�FDQ

EH�VXUH�WKDW�WKH�PRUELGLW\�DQG�PRUWDOLW\�ZLOO�LQFUHDVH��KROGLQJ�EDFN�QRUPDO�KXPDQ�GHYHORSPHQW

LQ�0ROGRYD��7KH�VDPH�FDQ�EH�VDLG�DERXW�VRFLDO�EHQHILWV��SHQVLRQV��FRPSHQVDWLRQV�

LQGHPQLWLHV���ZKLFK�IRUP�WKH�PDLQ�VRXUFHV�RI�LQFRPH�IRU�WKH�SRRU�SHRSOH��&XWWLQJ�WKHLU�VL]H

PLJKW�DIIHFW�GLUHFWO\�WKH�ZHOIDUH�RI�YXOQHUDEOH�JURXSV��H[WHQGLQJ�³SRYHUW\�SRFNHWV´��)URP�WKLV

SRLQW�RI�YLHZ�WKH�FRVW�VDYLQJ�DSSURDFK�FDQQRW�EH�MXVWLILHG�DV�WKH�VLQJOH�PHWKRG�WR�GHDO�ZLWK

UHIRUP�RI�WKH�VRFLDO�VSKHUH�
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0DLQ�3HFXOLDULWLHV�RI�&RQFHSWXDO�3DWWHUQ�LQ�5HIRUPLQJ�6RFLDO�6SKHUH

�&ODVVLFDO�0HWKRG &DVH�RI�0ROGRYD

��6\VWHPLF�DSSURDFK

��7UDGH�RII�EHWZHHQ�HIILFLHQF\��VRFLDO

HTXLW\�SROLWLFDO�IHDVLELOLW\

���6WURQJ�VWDEOH�ILQDQFLDO�VXSSRUW

���6RFLDO�FRKHVLRQ�RI�WKH�FRPPXQLW\

���&RQWLQXRXV�LPSURYHPHQW�RI�SUDFWLFDO

SHUIRUPDQFH

���8QLW\�LQ�FRQFHSW�SROLF\�SURJUDPV

���6XFFHVVLRQ�DQG�FRQWLQXLW\�LQ�WKH

VWUDWHJLF�OLQH

��´3ROLF\�ZLQGRZ�´LV�RSHQ

���(TXLWDEOH�GLVWULEXWLRQ�RI�VRFLDO�FRVWV

���8QLODWHUDO�DSSURDFK

���5HO\�RQ�FRVW�VDYLQJ�PHWKRGV

���)LQDQFLDO�XQVXVWDLQDELOLW\

���6WURQJ�SUHVVXUH�IURP�WKH�RSSRVLWLRQ

DQG�FRPPXQLW\

���,QFRQVLVWHQF\�LQ�LPSOHPHQWDWLRQ

���'LVFUHSDQF\�EHWZHHQ�FRQFHSW�DQG

DGPLQLVWUDWLYH�FDSDELOLWLHV

���)UDJPHQWHG�DQG�VSRUDGLF�FKDUDFWHU

���7RXJK�SROLWLFDO�DQG�DGPLQLVWUDWLYH

FRQVWUDLQWV

���7KH�EXUGHQ�RI�VRFLDO�FRVWV�LV�ERUQH

PDLQO\�E\�WKH�SRRU�JURXSV

7KH�SULQFLSOHV�RI�VRFLDO�VSKHUH�UHIRUP�VKRXOG�VDWLVI\�WKH�IROORZLQJ�WKUHH�FULWHULD�

HFRQRPLF�HIILFLHQF\��VRFLDO�HTXLW\��DQG�SROLWLFDO�IHDVLELOLW\��,Q�WKH�FDVH�RI�0ROGRYD�IURP�WKH

EHJLQQLQJ�WKH�UHIRUP�RI�VRFLDO�VHFWRUV�ZDV�ZURQJO\�FRQFHLYHG��JLYLQJ�SULRULW\�WR�ILQDQFLDO

DVSHFWV��)LQDQFLDO�LQGLFHV�KDYH�EHHQ�WDNHQ�DV�DQ�LQGLFDWRU�RI�VXFFHVVIXO�SHUIRUPDQFH�

2YHUORRNLQJ�RI�PRGLILFDWLRQV�RI�WKH�VWUXFWXUH�RI�EHQHILWV�DQG�WKH�LQVWLWXWLRQDO�QHWZRUN�KDV

FDXVHG�VXEVWDQWLDO�GLVWRUWLRQV�GXULQJ�WKLV�SHULRG��&RQVHTXHQWO\��SHRSOH¶V�DQ[LHW\�KDV�EHHQ

JURZLQJ�WR�WKH�SRLQW�RI�EHFRPLQJ�DQ�LPSHGLPHQW�WR�WKH�UHIRUP��7U\LQJ�WR�UHFWLI\�HUURUV�PDGH�

SROLF\�PDNHUV�KDYH�UHOLHG�RQO\�RQ�WKH�GLVWULEXWLRQ�SULQFLSOH��ZKLFK�LQ�RXU�GLIILFXOW�VLWXDWLRQ

GHHSHQV�VRFLDO�SRODUL]DWLRQ��$V�D�UHVXOW��ILVFDO�HYDVLRQ�DQG�LQFRPH�KLGLQJ��XQUHJLVWHUHG�ZDJHV�

EHFRPH�ZLGHU��WKUHDWHQLQJ�WKH�IXWXUH�GHYHORSPHQW�RI�UHIRUP�

8QGRXEWHGO\��QRW�DOO�RI�ZKDW�ZDV�GRQH�VR�IDU�LQ�WKH�ILHOG�RI�VRFLDO�UHIRUP�FDQ�EH�VHHQ�DV

QHJDWLYH��7KHUH�ZHUH�VRPH�VLJQLILFDQW�DFKLHYHPHQWV��2I�FRXUVH��SHRSOH�ZDQW�WR�EHQHILW�IURP

WKH�UHVXOWV�RI�UHIRUP�DV�VRRQ�DV�SRVVLEOH��DQG�LQ�D�WDQJLEOH�IRUP��LQFUHDVHV�LQ�UHDO�ZDJHV�DQG

SHQVLRQV��FKHDSHU�JRRGV��DFFHVVLEOH�VRFLDO�VHUYLFHV�DQG�RWKHUV���6RFLDO�FKDQJHV��E\�WKHLU�QDWXUH�

DIIHFW�SHRSOH¶V�ZHOIDUH�WRGD\��EXW�EULQJ�EHQHILWV�DIWHU�D�FHUWDLQ�SHULRG�RI�WLPH�

1HYHUWKHOHVV�WKHUH�KDYH�EHHQ�VRPH�EHQHILFLDO�RXWFRPHV�IURP�WKH�VRFLDO�UHIRUP��,W�LV

ZRUWK�PHQWLRQLQJ�LQ�WKLV�FRQWH[W�WKH�DYDLODELOLW\�RI�JRRGV�ZKLFK�KDV�LQFUHDVHG�VLJQLILFDQWO\

GXULQJ�WKH���V��7KLV�IDFW�H[WHQGHG�WKH�FKRLFHV�DQG�RSSRUWXQLWLHV�RI�SHRSOH�DV�FRQVXPHUV�

UHGXFLQJ�WKH�WLPH�WKH\�VSHQW�LQ�TXHXHV��7KH�JUDGH�RI�LPSHUIHFW�VXEVWLWXWLRQV��ZKLFK�LV�W\SLFDO�RI

WKH�ROG�HFRQRPLF�V\VWHP��KDV�GHFUHDVHG��0DUNHW�GHWHUPLQHG�ZDJHV�WRJHWKHU�ZLWK�KDUGHU

EXGJHW�FRQVWUDLQWV�KDYH�LPSURYHG�ZRUN�LQFHQWLYHV��(YHQ�LI�WKLV�GHHSHQV�WKH�GLIIHUHQWLDWLRQ�LQ

UHPXQHUDWLRQ��WKH�EHQHILFLDO�HIIHFW�LV�VLJQLILFDQW��PRUH�SURGXFWLYH�DQG�PRUH�TXDOLILHG�ZRUN�KDV

FRPH�WR�EH�SDLG�KLJKHU�WKDQ�SUHYLRXVO\��$W�WKH�VDPH�WLPH�WKH�VWUXFWXUH�RI�SHRSOHV¶�LQFRPH�KDV

FKDQJHG�VXEVWDQWLDOO\��GULYHQ�E\�WKH�PDUNHW�IRUFHV��7KH�VKDUH�RI�VDODULHV�LQ�WKH�WRWDO�LQFRPH�KDV

IDOOHQ�IURP�������LQ������WR�������LQ�ODWH�������ZKLOH�WKH�VOLFH�ZKLFK�FRPHV�IURP

HQWUHSUHQHXULDO�DFWLYLWLHV�LQFUHDVHG��7KLV�IDFW�KDV�UHGXFHG�WKH�JUDGH�RI�GHSHQGHQF\�RI�LQFRPH

RQ�VDODULHV��PDNLQJ�SRVVLEOH�PRUH�IOH[LEOH�DGMXVWPHQW�RI�ZDJHV�OHYHO�WR�WKH�PDUNHW

UHTXLUHPHQWV�
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$OWKRXJK�WKH�SURJUHVV�UHJLVWHUHG�LQ�WKH�HGXFDWLRQ�VHFWRU�LV�VWLOO�PRGHVW��ZH�FDQ�ILQG

KHUH�VRPH�EHQHILFLDO�RXWFRPHV��7KH\�UHIHU�ILUVW�RI�DOO�WR�LPSURYHG�DFFHVV�WR�IRUHLJQ�NQRZ�KRZ

DQG�WKH�,QWHUQHW��$GGLWLRQDOO\�WKH�RSSRUWXQLWLHV�WR�VWXG\�DEURDG�LQ�SUHVWLJLRXV�ZHVWHUQ

XQLYHUVLWLHV�KDYH�LQFUHDVHG��6ORZO\�EXW�FRQVLVWHQWO\��SULYDWH�IRUPV�RI�HGXFDWLRQ�DIILUP

WKHPVHOYHV��,Q������RQH�RXW�RI�ILYH�VWXGHQWV�ZDV�VWXG\LQJ�LQ�WKH�QRQ�VWDWH�SULYDWH�LQVWLWXWLRQV�

$V�D�UHVXOW��WKH�ILQDQFLDO�VRXUFHV�RI�WKH�HGXFDWLRQDO�V\VWHP�EHFRPH�PRUH�GLYHUVLILHG��$W�WKH�HQG

RI������WKH�QRQ�VWDWH�SULYDWH�VRXUFHV�RI�ILQDQFH�DFFRXQWHG�IRU�����RI�WRWDO�H[SHQGLWXUHV�IRU

WKH�HGXFDWLRQ�VHFWRU�

2Q�WKH�ODERU�PDUNHW�RFFXU�SURFHVVHV�ZKLFK�LQFUHDVH�WKH�IOH[LELOLW\�RI�ODERU�DFWRUV�

3URIHVVLRQDO�DQG�WHUULWRULDO�PRELOLW\�KDV�LQFUHDVHG��ZKLFK�KDV�D�SRVLWLYH�LPSDFW�RQ�WKH

HTXLOLEULXP�EHWZHHQ�GHPDQG�DQG�VXSSO\�RI�ODERU��,QLWLDWLYH�DQG�HQWUHSUHQHXULDO�WDOHQW�EHFRPHV

PRUH�VLJQLILFDQW�IRU�ODERU�UHODWLRQV��7KH�UROH�RI�WKH�SULYDWH�VHFWRU�LQ�FUHDWLQJ�QHZ�MREV�LV

EHFRPLQJ�PRUH�UHOHYDQW��,Q�WKH�ILUVW�KDOI�RI������DERXW������QHZ�MREV�ZHUH�FUHDWHG�LQ

HQWHUSULVHV�ZLWK�IRUHLJQ�DQG�PL[HG�FDSLWDO��ZKLFK�LV�PRUH�E\�����WLPHV�WKDQ�LQ�WKH�SULYDWH

VHFWRU��/DERU�PLJUDWLRQ�LV�LQFUHDVLQJ��DOWKRXJK�ZLWK�VRPH�GHILFLHQFLHV��$W�SUHVHQW�0ROGRYD�KDV

ELODWHUDO�FRQYHQWLRQV�ZLWK�3RODQG��5RPDQLD��,VUDHO�DQG�PDQ\�RI�WKH�1,6�UHJDUGLQJ�ODERU

PLJUDWLRQ�SURFHGXUHV�

+HDOWK�FDUH�DQG�PHGLFDO�DVVLVWDQFH�EHJDQ�WKH�SURFHVV�RI�UHIRUP�ODWHU�WKDQ�RWKHU�VRFLDO

VHFWRUV��2QJRLQJ�UHVWUXFWXULQJ�KDV�EHHQ�GHDOLQJ�ZLWK�DOO�SDUWV�RI�WKLV�VHFWRU��)RU�WKLV�UHDVRQ�LW

LV�WRR�HDUO\�WR�ILQG�VRPH�WDQJLEOH�EHQHILWV��7KH\�ZLOO�EH�IHOW�LQ�WKH�QHDU�IXWXUH��)RU�QRZ�ZH�FDQ

PHQWLRQ�WKH�IROORZLQJ�UHVXOWV��7KH�OHJLVODWLYH�SDWWHUQ�RI�UHIRUP�ZDV�HODERUDWHG��ZKLFK�LQFOXGHV

WKH�&RQFHSW��DGRSWHG�RQ�-XO\������������ODZ�RQ�FRPSXOVRU\�PHGLFDO�LQVXUDQFH��DSSURYHG�RQ

)HEUXDU\������������DQG�D�QXPEHU�RI�QRUPDWLYH�DFWV�RQ�UHVWUXFWXULQJ�WKH�LQVWLWXWLRQDO�QHWZRUN

DQG�RSWLPL]DWLRQ�RI�H[SHQGLWXUHV��*UDGXDOO\�LW�LV�SDVVLQJ�WR�WKH�SULPDU\�PHGLFDO�FDUH�WKURXJK

VHWWLQJ�XS�WKH�LQVWLWXWLRQ�RI�IDPLO\�SK\VLFLDQV�

,Q�WKH�ILHOG�RI�VRFLDO�DVVLVWDQFH��EHQHILWV�VWLOO�UHPDLQ�LQWDQJLEOH��L�H��WKH\�GR�QRW�KDYH�D

FOHDUO\�PHDVXUDEOH�YDOXH��7KH�RXWFRPHV�UHJLVWHUHG�E\�QRZ�UDWKHU�IDFLOLWDWH�WKH�SURPRWLRQ�RI

UHIRUP��EHFDXVH�WKHLU�DLP�LV�WR�FUHDWH�D�VXVWDLQDEOH�HQYLURQPHQW��,Q�WKLV�VHQVH�ZH�VKRXOG

PHQWLRQ�SKDVLQJ�RXW�VRPH�VRFLDO�IDFLOLWLHV��WLJKWHQLQJ�WKH�HOLJLELOLW\�FULWHULD��LPSURYLQJ�WKH�OLQN

EHWZHHQ�FRQWULEXWLRQV�DQG�EHQHILWV��$V�D�SRVLWLYH�DFKLHYHPHQW�FRXOG�EH�PHQWLRQHG�WKH

DSSURYDO�E\�SDUOLDPHQW�RI�WKH�ODZ�RQ�VWDWH�SHQVLRQ�LQVXUDQFH��2FWREHU������������DQG�SDVVDJH

IRU�H[DPLQDWLRQ�RI�DQRWKHU�VHW�RI�OHJLVODWLYH�DFWV�ZKLFK�ZLOO�LQWHQVLI\�WKH�SURPRWLRQ�RI�VRFLDO

UHIRUP��8QTXHVWLRQDEO\��D�PRUH�UHDOLVWLF�VRFLDO�IXQG�EXGJHW��SDVVHG�E\�WKH�SDUOLDPHQW��ZLOO

H[HUW�D�SRVLWLYH�HIIHFW�RQ�WKH�ZKROH�VSHHG�RI�UHIRUP�

7KH�RXWFRPHV�DFKLHYHG�VR�IDU�FRXOG�EH�FRQVLGHUHG�DV�D�ILUVW�VWHS�RQ�WKH�ORQJ�DQG

FRQWURYHUVLDO�SDWK�RI�UHIRUPV��7KH\�LQGLFDWH�WKDW�WKH�YHFWRU�LQ�JHQHUDO�LV�VHW�XS�SURSHUO\��7KH

UHDO�VLWXDWLRQ�VKRZV�WKDW�WKH�PRVW�GLIILFXOW�SDUW�RI�WKLV�MRE�VWLOO�UHPDLQV�EH�GRQH��DV�LV�LQGLFDWHG

E\�WKH�ODUJH�JDS�EHWZHHQ�SURJUHVV�DQG�SODQQHG�REMHFWLYHV��'HWHULRUDWLRQ�LV�W\SLFDO�IRU�DOO�VRFLDO

VHFWRUV��,Q�KHDOWK�FDUH��PRUELGLW\�DQG�FKURQLF�SDWKRORJ\�DUH�LQFUHDVLQJ�VKDUSO\��7KH�UDWH�RI

PDWHUQDO�PRUWDOLW\�VWLOO�UHPDLQV�DW�D�KLJK�OHYHO�������SHU�WKRXVDQG���(DFK�WKLUG�FKLOG�LV�ERUQ

ZLWK�SDWKRORJLHV�DW�ELUWK��,Q�HGXFDWLRQ�WKH�QXPEHU�RI�SXSLOV�ZKLFK�GR�QRW�JR�WR�VFKRRO�IRU

UHDVRQV�RI�SRYHUW\�LV�JURZLQJ��,Q������WKHLU�QXPEHU�UHDFKHG����WKRXVDQG�FKLOGUHQ��DJDLQVW

�����LQ�������+XJH�VDODU\�DQG�SHQVLRQ�GHEWV��DFFRPSDQLHG�E\�WKH�SRRU�FROOHFWLRQ�RI�VRFLDO

FRQWULEXWLRQV���������RI�WKH�GDLO\�QHFHVVLW\���FRPSOLFDWH�WKH�VLWXDWLRQ�ZKLFK�QRZ�IDFHV�WKH

VRFLDO�VSKHUH��7KXV�WKH�LPSOHPHQWDWLRQ�RI�PHDVXUHV�WKDW�ZLOO�LPSURYH�WKH�VLWXDWLRQ�DQG�DOVR

IDFLOLWDWH�UHIRUP�LV�XUJHQWO\�UHTXLUHG�
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6RFLDO�3ROLF\�$JHQGD��SULRULWLHV�DQG�VXFFHVVLRQ��7KH�YHFWRU�RI�IXUWKHU�DFWLRQV�VKRXOG

EH�RULHQWHG�WRZDUG�JUDGXDO�UHGXFWLRQ�RI�VRFLDO�FRVWV�RI�HFRQRPLF�UHIRUP�DQG�VWRSSLQJ�WKH�GURS

LQ�OLYLQJ�VWDQGDUGV�EHORZ�WKH�WKUHVKROG�RI�VRFLDO�VHFXULW\��7DNLQJ�LQWR�DFFRXQW�WKH�VFRSH�RI

SRYHUW\��ZKLFK�DIIHFWV�DOPRVW�����RI�WKH�SRSXODWLRQ��SULRULW\�VKRXOG�EH�JLYHQ�WR�SURJUDPV�RI

SRYHUW\�DOOHYLDWLRQ�DV�WKH�PRVW�LPSRUWDQW�LVVXH�IRU�WKH�VKRUW�UXQ�SHULRG�

6RFLDO�SURWHFWLRQ�RI�WKH�SRRU�JURXSV�VKRXOG�EH�WKH�PDLQ�FRQFHUQ�RQ�WKH�SROLF\�DJHQGD

IRU�WKH�QH[W�FRXSOH�RI�\HDUV��3ROLF\�LQ�WKLV�ILHOG�FRXOG�FRPELQH�WZR�HOHPHQWV��DFWLYH�PHDVXUHV

DQG�SDVVLYH�PHDVXUHV��,Q�WKH�ILUVW�FDVH�WKH�DFFHQW�PXVW�EH�SXW�RQ�WKH�SURPRWLRQ�RI�HFRQRPLF

RSSRUWXQLWLHV�IRU�WKH�SRRU�E\�FUHDWLQJ�ORZ�SDLG�MREV��GLYHUVLI\LQJ�WKH�VRFLDO�LQIUDVWUXFWXUH��DQG

HDVLQJ�WKH�DFFHVV�WR�FUHGLW��7KHVH�FRXOG�H[WHQG�WKH�SRVVLELOLWLHV�RI�XVLQJ�PRUH�SURGXFWLYHO\�WKH

RQO\�DVVHW�WKDW�WKH�SRRU�KDYH�LQ�DEXQGDQFH���WKHLU�ODERU�IRUFH��,Q�WKH�VHFRQG�FDVH�VLJQLILFDQW

SURJUHVV�FRXOG�EH�DFKLHYHG�WKURXJK�WKH�VRFLDO�DVVLVWDQFH�V\VWHP�QHWZRUN��3URYLGLQJ�EDVLF

VRFLDO�VHUYLFHV��DFFHVV�WR�HOHPHQWDU\�HGXFDWLRQ��SULPDU\�KHDOWK�FDUH��QRPLQDWLYH�LQGHPQLWLHV�

ZRXOG�FXVKLRQ�WR�VRPH�H[WHQW�WKH�EXUGHQ�RI�VRFLDO�FRVWV�WKDW�LV�ERUQH�E\�WKH�PRVW�YXOQHUDEOH

JURXSV��)RU�WKH�SDVVLYH�SROLF\�DQG�SDUWLFXODUO\�IRU�WKH�SRYHUW\�LQGHPQLWLHV�LW�LV�LPSRUWDQW�WR

SURYLGH�EHQHILWV�RQ�WKH�EDVLV�RI�PHDQV�WHVWLQJ��LPSURYLQJ�VKDUSO\�WKHLU�DGGUHVVDELOLW\�

:LWK�UHVSHFW�WR�WKH�SROLF\�RI�UHIRUPLQJ�WKH�VRFLDO�VSKHUH�ZH�FRQVLGHU

�WKDW�UHIRUPV�VKRXOG�EH�FODVVLILHG�LQWR�VKRUW�WHUP�DFWLYLWLHV��LPSOHPHQWHG�DV�D�PDWWHU�RI

XUJHQF\���DQG�DFWLYLWLHV�IRU�WKH�PHGLXP�WHUP��VWUHQJWKHQLQJ�WKH�FDSDELOLW\�RI�VRFLDO�VSKHUH���$

KLHUDUFKLFDO�DUUDQJHPHQW�RI�SULRULWLHV�LV�QRW�PHUHO\�D�WKHRUHWLFDO�H[HUFLVH��,W�KDV�VLJQLILFDQW

SUDJPDWLF�LPSRUWDQFH��%HLQJ�LPSOHPHQWHG�LQ�D�YHU\�WXUEXOHQW�HQYLURQPHQW�DQG�IDFLQJ�WRXJK

ILQDQFLDO�FRQVWUDLQWV��VRFLDO�SROLF\�WKXV�IHHOV�WKH�QHHG�WR�KDYH�D�VFDOH�RI�VRFLDO�YDOXHV��2Q�WKLV

EDVLV�LW�VKRXOG�DSSUHFLDWH�VRFLDO�GLPHQVLRQV�RI�UHIRUP�LQ�RUGHU�WR�DYRLG�WKH�GLVSHUVLRQ�DQG

PLVDOORFDWLRQ�RI�UHVRXUFHV��2Q�WKH�RWKHU�KDQG�WKLV�ZLOO�DOORZ�WR�FRQFHQWUDWH�WKH�HIIRUWV�DQG

OLPLWHG�UHVRXUFHV�RQ�WKH�PRVW�XUJHQW�SUREOHPV��LPSURYLQJ�PHDQZKLOH�WKH�RSHUDWLRQDO�OHYHO�RI

VRFLDO�SURJUDPV�

7KH�QDWXUH�RI�VKRUW�WHUP�DFWLYLWLHV�FRQILUPV�WKDW�WKH\�VKRXOG�EH�LPSOHPHQWHG�LQ�DQ

RSHUDWLYH�UHJLPH�DQG�EH�RULHQWHG�PDLQO\�WR�VROYLQJ�LVVXHV�RI�D�WUDQVLWLRQDO�QDWXUH�ZKLFK�DW�WKH

PRPHQW�FDQ�XQGHUPLQH��RU�DJJUDYDWH��VXEVWDQWLDOO\�IXUWKHU�SURPRWLRQ�RI�VRFLDO�UHIRUP��7KHVH

DFWLYLWLHV�PLJKW�KDYH�DV�D�PDMRU�REMHFWLYH�WKH�LPSURYHPHQW�RI�VRFLDO�ILQDQFH�YLDELOLW\��DQG�FRXOG

IRFXV�RQ�WKH�IROORZLQJ�

x� SD\LQJ�RII�RYHUDOO�SHQVLRQ�DQG�VDODU\�GHEW�

x� DYRLGLQJ�D�EXLOGXS�LQ�WKH�FXUUHQW�VWRFN�RI�SHQVLRQ�DQG�VDODU\�DUUHDUV�DQG�SUHYHQWLQJ

LW�IURP�RFFXUULQJ�LQ�WKH�IXWXUH�

x� FDQFHOLQJ�WKH�SUDFWLFH�RI�SD\PHQWV�LQ�NLQG�RI�SHQVLRQV�DQG�VDODU\�

x� EDQQLQJ�WKH�XVH�RI�QHWWLQJ�WUDQVDFWLRQV�LQ�UHODWLRQV�ZLWK�VRFLDO�IXQG�

x� DVVXULQJ�WLPHO\�SD\PHQWV�RI�FXUUHQW�SHQVLRQV�DQG�ZDJHV�ZLWK�QR�DUUHDUV�

x� LQFUHDVLQJ�WKH�OHYHO�RI�FRQWULEXWLRQ�FROOHFWLRQ�WR�WKH�VRFLDO�IXQG��DQG�WLJKWHQLQJ

ILQDQFLDO�GLVFLSOLQH�

x� UHGXFLQJ�IRUPHU�VRFLDO�SULYLOHJHV�DQG�LPSURYLQJ�WKH�HOLJLELOLW\�FULWHULD�

x� PRGLI\LQJ�WKH�VWUXFWXUH�RI�VRFLDO�FRQWULEXWLRQV�LQ�RUGHU�WR�VKDUH�PRUH�HTXLWDEO\
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WKHLU�EXUGHQ�EHWZHHQ�HPSOR\HUV��HPSOR\HHV��DQG�VWDWH�EXGJHW�

x� DVVXULQJ�ILQDQFLQJ�LQ�IXOO�IURP�WKH�VWDWH�EXGJHW�IRU�WKH�PLQLPXP�SDFNDJH�RI�VRFLDO

VHUYLFHV�DGRSWHG�E\�WKH�SDUOLDPHQW�

0HGLXP�WHUP�PHDVXUHV�LQFOXGH�D�VHULHV�RI�DFWLYLWLHV�DLPHG�DW�GHHSHQLQJ�WKH�UHIRUP�LQ

DOO�VHFWRUV�RI�WKH�VRFLDO�VSKHUH��7KHLU�LPSDFW�ZRXOG�KDYH�D�ORQJ�UXQ�VWUDWHJLF�HIIHFW�DQG�IRU�WKLV

UHDVRQ�WKH�EHQHILWV�PLJKW�EH�IHOW�LQ�WKH�IXWXUH��QRW�LPPHGLDWHO\��7KH�SROLF\�DJHQGD�IRU�WKH

PHGLXP�WHUP�VKRXOG�FRYHU�LQ�D�EDODQFHG�PDQQHU�DOO�SDUWV�RI�WKH�VRFLDO�VSKHUH�DFWLYLWLHV��QDPHO\

ILQDQFLDO��VWUXFWXUDO��LQVWLWXWLRQDO��OHJDO��DQG�PDQDJHULDO�FRQFHUQLQJ��2XW�RI�PXOWLSOH�VWUDWHJLF

DFWLYLWLHV�ZH�PLJKW�VWUHVV�WKH�IROORZLQJ�

x� EXLOGLQJ�XS�D�OHJLVODWLYH�SDWWHUQ�ILWWHG�WR�WKH�UHTXLUHPHQWV�RI�WKH�PDUNHW�HFRQRP\�

x� UDWLRQDOL]LQJ�WKH�VWUXFWXUH�RI�VRFLDO�LQVWLWXWLRQV�DQG�VWUHQJWKHQLQJ�DGPLQLVWUDWLYH

FDSDELOLW\�

x� DVVHVVLQJ�WKH�SHUIRUPDQFH�RI�VRFLDO�DFWLYLWLHV�RQ�WKH�EDVLV�RI�ZHVWHUQ�740

VWDQGDUGV�

x� GHYHORSLQJ�DQ�DOWHUQDWLYH�QRQ�VWDWH�VHFWRU�IRU�WKH�SURYLVLRQ�RI�VRFLDO�VHUYLFHV�

,PSOHPHQWDWLRQ�RI�VRFLDO�SROLF\�ZLOO�KDSSHQ�LQ�DQ�XQVXVWDLQDEOH�WXUEXOHQW�HQYLURQPHQW

�DW�OHDVW�IRU�WKH�VKRUW�UXQ���)URP�WKLV�SRLQW�RI�YLHZ�VRPH�IDFWRUV�PLJKW�FDXVH�GLIILFXOWLHV�WR�WKH

QRUPDO�UXQQLQJ�RI�WKLQJV��7KHVH�LQFOXGH�

x� ORZ�UDWH�RI�FROOHFWLRQ�WKH�VRFLDO�FRQWULEXWLRQ�

x� WRXJK�EXGJHW�FRQVWUDLQWV�ZKLFK�GXULQJ�WKH�QH[W�SHULRG�PLJKW�EHFRPH�KDUGHU�

x� ZHDN�DGPLQLVWUDWLYH�FDSDELOLWLHV�WR�LPSOHPHQW�WKH�VRFLDO�SURJUDPV�

x� SUHVVXUH�H[HUWHG�E\�WKH�SROLWLFDO�RSSRVLWLRQ�DQG�WKH�FRPPXQLW\�PLJKW�WDNH�ODUJHU

SURSRUWLRQV�

x� ZHDN�SROLWLFDO�VXSSRUW�IURP�WKH�SDUOLDPHQWDU\�DOOLDQFH�

(PSLULFDO�HYLGHQFH�VKRZV�WKDW�WKH�VWDWH�SOD\�DQ�LPSRUWDQW�UROH�LQ�WKH�SURPRWLRQ�RI

VRFLDO�SURJUDPV��%HVLGHV�LWV�WUDGLWLRQDO�UHGLVWULEXWLYH�IXQFWLRQ�WKH�VWDWH�PDLQWDLQ�VRFLDO

FRKHVLRQ�LQ�WKH�VRFLHW\��IDFLOLWDWHV�WKH�HIILFLHQW�SURPRWLRQ�RI�PDUNHW�IRUFHV��DQG�LQVXUHV�D

PLQLPXP�OHYHO�RI�SURWHFWLRQ�DJDLQVW�VRFLDO�ULVNV��ZKLFK�WKH�SULYDWH�PDUNHW�JHQHUDWHV�

)ROORZLQJ�IURP�WKLV�LW�LV�QHFHVVDU\�WR�VWUHQJWKHQ�WKH�UROH�RI�SXEOLF�DGPLQLVWUDWLRQ�LQ�WKH

SURPRWLRQ�RI�VRFLDO�UHIRUP��7RGD\��DIWHU�VHYHQ�\HDUV�RI�WUDQVLWLRQ��ZH�YHULI\�WKDW�WKH�SULFH�RI

UHIRUP�LV�WRR�KLJK��DQG�WKLV�PLJKW�VXEVWDQWLDOO\�LQFUHDVH�VRFLDO�LQVWDELOLW\�LQ�0ROGRYD�


