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,W�LV�D�SULYLOHJH�WR�UHQGHU�6RXWK�$IULFD�DV�DQ�REMHFW�RI�VWXG\��$V�PXFK�DV�,�PD\�LQYROYH

SXEOLVKHG�KLVWRULHV��SROLFLHV��WKHRULHV��DQG�HPSLULFDO�HYLGHQFH�WR�VXSSRUW�P\�ZULWLQJ��WKLV�SURMHFW

RQO\�WHOOV�D�YHU\�VPDOO�SDUW�RI�WKH�VWRU\��6LPLODUO\��ZKLOH�,�DGYDQFH�D�QXPEHU�RI�FODLPV��FULWLTXHV�

DQG�FRQFOXVLRQV��,�GR�VR�IURP�D�SRVLWLRQ�WKDW�PD\�LQKLELW�P\�DELOLW\�WR�EH�REMHFWLYH��DFFXUDWH��RU

IDLU��,�XUJH�P\�UHDGHUV�WR�KROG�WKH�ZRUGV�RI�6RXWK�$IULFDQV�RYHU�REVHUYDWLRQV�DQG�MXGJHPHQWV

PDGH�IURP�DIDU��2QO\�E\�UHFRJQL]LQJ�RQH¶V�SODFH�LQ�WKH�SURGXFWLRQ�RI�NQRZOHGJH�PD\�WKH\�VWDQG

LQ�VROLGDULW\�ZLWK�WKH�SXUVXLW�RI�PRUH�FHUWDLQ�WUXWKV�DQG�HPSRZHU�WKRVH�ZKR�OLYH�WKHVH�UHDOLWLHV�
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,QWURGXFWLRQ

:H�VKDOO�EXLOG�D�VRFLHW\�LQ�ZKLFK�DOO�6RXWK�$IULFDQV��ERWK�%ODFN
DQG�:KLWH��ZLOO�EH�DEOH�WR�ZDON�WDOO�ZLWKRXW�DQ\�IHDU�LQ�WKHLU�KHDUWV�
DVVXUHG�RI�WKHLU�LQDOLHQDEOH�ULJKW�WR�KXPDQ�GLJQLW\²D�5DLQERZ

1DWLRQ�DW�SHDFH�ZLWK�LWVHOI�DQG�WKH�ZRUOG�
²�1HOVRQ�0DQGHOD

6RXWK�$IULFD¶V�WUDQVLWLRQ�WR�GHPRFUDF\�IROORZLQJ�WKH�HOHFWLRQ�RI�WKH�$IULFDQ�1DWLRQDO

&RQJUHVV��$1&��LQ������RIILFLDOO\�EURXJKW�DQ�HQG�WR�FHQWXULHV�RI�UDFLDOL]HG�DXWKRULWDULDQ�UXOH��$W

WKH�KDQGV�RI�WKH�FRORQLDO��F������±������DQG�$SDUWKHLG������±������UHJLPHV��WKH�%ODFN�PDMRULW\

ZDV�V\VWHPDWLFDOO\�GLVHPSRZHUHG��EUXWDOO\�RSSUHVVHG��DQG�UHVWULFWHG�IURP�VRFLDO�DQG�HFRQRPLF

IUHHGRPV�� 'HPRFUDWL]DWLRQ�EURXJKW�KRSH�WKDW�6RXWK $IULFD�ZRXOG�ILQDOO\�EHFRPH�D�³5DLQERZ

1DWLRQ´�FKDUDFWHUL]HG�E\�GLYHUVLW\��VRFLDO�FRKHVLRQ��SHDFH��DQG�QRQ�UDFLDOLVP��3DOPHU����������

7KH�$1&�*RYHUQPHQW²OHG�E\�3UHVLGHQW�1HOVRQ�0DQGHOD������±�����²HQWKXVLDVWLFDOO\

HPEUDFHG�WKLV�QDUUDWLYH��FRPPLWWLQJ�WR�UHEXLOG�6RXWK�$IULFD�DQG�HQVKULQLQJ�SULQFLSOHV�RI�UDFLDO

HTXDOLW\�LQ�WKH�FRXQWU\¶V������&RQVWLWXWLRQ��,QLWLDOO\��LW�VHHPHG�WKDW�SURJUHVV�WRZDUGV�D�PRUH

LQFOXVLYH��HTXLWDEOH��DQG�KDUPRQLRXV�IXWXUH�ZDV�LQHYLWDEOH�

1HDUO\�WKUHH�GHFDGHV�DIWHU�WKH�IDOO�RI�$SDUWKHLG��WKH�5DLQERZ�1DWLRQ�SURPLVH�UHPDLQV

XQIXOILOOHG��'HPRFUDF\�KDV�\HW�WR�WUDQVIRUP�6RXWK�$IULFDQ�VRFLHW\��FRUUHFW�SDWWHUQV�RI�UDFLDO

GLIIHUHQFH��RU�RYHUFRPH�WKH�ODVWLQJ�YHVWLJHV�RI�$SDUWKHLG�UXOH�DW�WKH�QDWLRQDO�RU�ORFDO�OHYHO��$V�D

UHVXOW��-RKDQQHVEXUJ²6RXWK�$IULFD¶V�HFRQRPLF�SRZHUKRXVH�DQG�D�IRUPHU�:KLWH�RQO\

HQFODYH²UHPDLQV�H[WUHPHO\�GLYLGHG�DFURVV�UDFH��JHQGHU��DQG�HFRQRPLF�PHWULFV��7KH�FLW\¶V�:KLWH

UHVLGHQWV�HQMR\�UHDG\�DFFHVV�WR�TXDOLW\�HGXFDWLRQ��SXEOLF�VHUYLFHV��KLJK�SD\LQJ�MREV��DQG

HFRQRPLF�VHFXULW\�ZKHUHDV�-RKDQQHVEXUJ¶V�%ODFN�UHVLGHQWV�EHDU�D�GLVSURSRUWLRQDWH�EXUGHQ�RI

SRYHUW\��LQVHFXULW\��DQG�XQHPSOR\PHQW��7KH�SHUVLVWHQFH�RI�H[WUHPH�UDFLDO�LQHTXDOLW\�LV�DW�RGGV

� )RU�GHWDLOV�RQ�$SDUWKHLG¶V�DEXVHV��VHH�-DFRE�'ODPLQL¶V 7KH�7HUURULVW�$OEXP DQG�$QWMLH�.URJ¶V &RXQWU\�RI 0\�6NXOO�
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ZLWK�WKH�$1&¶V�HQWKXVLDVWLF�FRPPLWPHQW�WR�5DLQERZ�1DWLRQ�LGHDOV��7KHVH�G\QDPLFV�EHJ�WKH

TXHVWLRQ��ZK\�KDV�VR�OLWWOH�FKDQJHG�LQ�WKH�SRVW�$SDUWKHLG�SHULRG"

7KLV�SDSHU�H[DPLQHV�KRZ�6RXWK�$IULFD¶V�SROLWLFDO�DQG�HFRQRPLF�RULHQWDWLRQ�IROORZLQJ

GHPRFUDWL]DWLRQ�HQDEOHG�D�FRQWLQXDWLRQ�RI�$SDUWKHLG�HUD�SDWWHUQV�LQ�WKH�&LW\�RI�-RKDQQHVEXUJ��,Q

SDUWLFXODU��LW�FRQWHQGV�WKDW�JRYHUQPHQWDO�GHFHQWUDOL]DWLRQ��QHROLEHUDOLVP��DQG�JOREDO�FLW\

DVSLUDWLRQV�WXUQHG�DWWHQWLRQ�DZD\�IURP�DGGUHVVLQJ�LQWHUQDO�GHSULYDWLRQV�DQG�DFWXDOL]LQJ�5DLQERZ

1DWLRQ�SURPLVHV��5DWKHU�WKDQ�SURYLGLQJ�UHVLGHQWV�ZLWK�D�ULJKW�WR�WKH�FLW\� E\�UHGLVWULEXWLQJ�VRFLDO

DQG�HFRQRPLF�SRZHU��XSOLIWLQJ�WKH�%ODFN�PDMRULW\��DQG�DOORZLQJ�XUEDQ�VWDNHKROGHUV�WR�SOD\�D

FHQWUDO�UROH�LQ�SROLF\�IRUPDWLRQ�DQG�GHFLVLRQ�PDNLQJ��-RKDQQHVEXUJ¶V�&LW\�*RYHUQPHQW�FDWHUHG

WR�HOLWH�RXWVLGH�LQWHUHVWV��H�J���LQWHUQDWLRQDO�WUDGH��ILQDQFH��SULYDWH�GHYHORSPHQW���HIIHFWLYHO\

LQWURGXFLQJ�QHZ�IRUPV�RI�VHJPHQWDWLRQ�DQG�GLVHQIUDQFKLVHPHQW�

7KH�ILUVW�FKDSWHU�XQSDFNV�WKH�PRWLYDWLRQV�DQG�LPSOLFDWLRQV�RI�GHFHQWUDOL]HG�JRYHUQDQFH

LQ�6RXWK�$IULFD��,W�FULWLTXHV�WKH�DVVHUWLRQ�WKDW�ORFDO�JRYHUQPHQW�DXWRQRP\�LV�D�SDWKZD\�WR

DFFRXQWDELOLW\��MXVWLFH�DQG�HTXDOLW\�LQ�D�SRVW�$SDUWKHLG�FRQWH[W��'UDZLQJ�RQ�-RKDQQHVEXUJ¶V

SROLF\�IUDPHZRUNV��EXGJHW�FRQVWUDLQWV��HFRQRPLF�VWUXFWXUH��DQG�VRFLRHFRQRPLF�FRQGLWLRQ��WKLV

FKDSWHU�DUJXHV�WKDW�XQOHVV�WKH�ORFDO�VSKHUH�LV�HQGRZHG�ZLWK�DGHTXDWH�UHVRXUFHV²LQFOXGLQJ

ILQDQFLDO�DQG�DGPLQLVWUDWLYH�FDSDFLWLHV²GHFHQWUDOL]HG�JRYHUQPHQWV�ZLOO�EH�YXOQHUDEOH�WR

H[WHUQDO�LQWHUHVWV�DQG�PD\�IDLO�WR�JHQHUDWH�SRVLWLYH�VRFLDO�FKDQJH�

7KH�VHFRQG�FKDSWHU�H[SORUHV�WKH�HPEUDFH�RI�QHROLEHUDOLVP�DW�WKH�QDWLRQDO�DQG�ORFDO�OHYHOV

DQG�DUJXHV�WKDW�WKLV�RULHQWDWLRQ�XQGHUPLQHG�6RXWK�$IULFD¶V�5DLQERZ�1DWLRQ�SURPLVHV��,Q

SDUWLFXODU��LW�ORRNV�DW�KRZ�WKH�1DWLRQDO�*RYHUQPHQW¶V�WUDQVLWLRQ�IURP�WKH�5HFRQVWUXFWLRQ�DQG

'HYHORSPHQW�3URJUDPPH��5'3��WR�WKH�*URZWK��(PSOR\PHQW��DQG�5HGLVWULEXWLRQ��*($5�

� 7KH�ULJKW�WR�WKH�FLW\�FRQFHSW�FRQWHQGV�WKDW�DOO�XUEDQ�LQKDELWDQWV�VKRXOG�KDYH�WKH�DELOLW\�WR�SDUWLFLSDWH�LQ�FLW\�OLIH�DQG
DSSURSULDWH��FKDQJH��DQG�RFFXS\�XUEDQ�VSDFH�LQ�ZD\V�WKDW�PHHW�WKHLU�QHHGV�DQG�GHVLUHV��3XUFHOO������������
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VWUDWHJ\�VHW�D�SUHFHGHQW�IRU�PXQLFLSDOLWLHV�WR�HPEUDFH�QHROLEHUDO�DJHQGDV��)XUWKHUPRUH��LW�FORVHO\

H[DPLQHV�KRZ�ORFDO�SROLFLHV�WKDW�VRXJKW�WR�WUDQVIRUP�-RKDQQHVEXUJ�LQWR�D�JOREDO�FLW\²WKURXJK

QHROLEHUDO�PHWKRGV�LQFOXGLQJ�SULYDWL]DWLRQ��PDUNHW�OLEHUDOL]DWLRQ��DQG�ILVFDO�DXVWHULW\²HURGHG

XUEDQ�ULJKWV�DQG�HQDEOHG�UDFLDO�LQHTXDOLW\�WR�SHUVLVW�

7KH�FRQFOXVLRQ�EULQJV�GHFHQWUDOL]DWLRQ��QHROLEHUDOLVP��DQG�-RKDQQHVEXUJ¶V�JOREDO�FLW\

DVSLUDWLRQV�LQWR�FRQYHUVDWLRQ��,W�FRQWHQGV�WKDW�WKHVH�IRUFHV�ZRUNHG�WRJHWKHU�WR�SUHYHQW�5DLQERZ

1DWLRQ�SURPLVHV�IURP�EHFRPLQJ�UHDOLW\��'HFHQWUDOL]DWLRQ�PDGH�-RKDQQHVEXUJ�YXOQHUDEOH�EHFDXVH

WKLV�PRGHO�IDLOHG�WR�SURYLGH�WKH�&LW\�*RYHUQPHQW�ZLWK�DGHTXDWH�UHVRXUFHV�IRU�UHFRQVWUXFWLRQ��,Q

HIIHFW��SROLF\�PDNHUV�FDWHUHG�WR�WKH�LQWHUHVWV�RI�HOLWHV�LQ�RUGHU�WR�PDNH�HQGV�PHHW��&RQFXUUHQWO\�

QHROLEHUDO�YDOXHV�DQG�JOREDO�FLW\�YLVLRQV�HQFRXUDJHG�ORFDO�RIILFLDOV�WR�IRFXV�WKHLU�DWWHQWLRQ�RQ

HOLWH�LQWHUHVWV²VXFK�DV�HFRQRPLF�JURZWK��EXVLQHVV�IULHQGOLQHVV��DQG�DSSHDUDQFHV²HIIHFWLYHO\

XQGHUPLQLQJ�WKHLU�FRPPLWPHQW�WR�VRFLDO�MXVWLFH�DQG�HTXDOLW\��)LQDOO\��WKH�FRQFOXVLRQ�GLVFXVVHV

WKH�LPSOLFDWLRQV�RI�WKLV�VWXG\�IRU�DOWHUQDWLYH�FRQWH[WV��DUJXLQJ�WKDW�DGGUHVVLQJ�H[WUHPHO\�XQHTXDO

VRFLR�HFRQRPLF�FRQGLWLRQV�UHTXLUHV�SROLF\�LQWHUYHQWLRQV�WKDW�FHQWHU�ORFDO�QHHGV�DV�RSSRVHG�WR

PDUNHW�IRUFHV�DQG�KHJHPRQLF�LGHRORJLHV�
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&KDSWHU����0DNLQJ�D�-XVW�&LW\�WKURXJK�'HFHQWUDOL]DWLRQ"

����,QWURGXFWLRQ

7KH�IDOO�RI�$SDUWKHLG�EURXJKW�WKH�SRWHQWLDO�IRU�IXQGDPHQWDO�FKDQJH�DQG�WUDQVIRUPDWLRQ�

$V�6RXWK�$IULFDQV�KRSHIXOO\�UHLPDJLQHG�WKH�VRFLDO��VWUXFWXUDO��DQG�HFRQRPLF�IDEULF�RI�WKHLU

FRXQWU\��QHZ�TXHVWLRQV�DERXW�WKH�GHVLUHG�UROHV��IXQFWLRQV��DQG�IRUP�RI�JRYHUQDQFH�DURVH��+RZ

FRXOG�D�QHZ�JRYHUQPHQW�VDIHJXDUG�WKH�IXWXUH�RI�WKH�FRXQWU\�DQG�SUHYHQW�LQFRPSUHKHQVLEOH

DEXVHV�RI�SRZHU²VXFK�DV�WKRVH�H[SHULHQFHG�XQGHU�$SDUWKHLG�DQG�FRORQLDOLVP²IURP�KDSSHQLQJ

DJDLQ"�+RZ�FRXOG�WKH�QDWLRQ�SURFHHG�LQ�D�GLIIHUHQW�GLUHFWLRQ�ZLWK�GHPRFUDWLF�SULQFLSOHV

HQVKULQHG�DW�HYHU\�OHYHO�RI�FLYLF�RUJDQL]DWLRQ��HYHQ�DW�WKRVH�OHYHOV�WKDW�RQFH�XSKHOG�$SDUWKHLG"

)XUWKHUPRUH��KRZ�FRXOG�6RXWK�$IULFD
V�JRYHUQPHQW�VHUYH�DQG�UHIOHFW�WKH�LQWHUHVWV�RI�LWV�SHRSOH"

7R�DQVZHU�WKHVH�SUHVVLQJ�TXHVWLRQV��6RXWK�$IULFD�DGRSWHG�D�IDU�UHDFKLQJ�V\VWHP�RI

GHFHQWUDOL]DWLRQ�ZKHQ�WKH�FRXQWU\�GHPRFUDWL]HG�LQ�������3LHWHUVH������������7KH�&RQVWLWXWLRQ

H[SOLFLWO\�REOLJDWHV�WKH�VWDWH�WR�³SURYLGH�GHPRFUDWLF�DQG�DFFRXQWDEOH�JRYHUQPHQW�IRU�ORFDO

FRPPXQLWLHV�´�HIIHFWLYHO\�HQVKULQLQJ�FLYLF�LQYROYHPHQW�LQ�WKH�FRXQWU\¶V�IRXQGDWLRQ��&RQVWLWXWLRQ

RI�WKH�5HSXEOLF�RI�6RXWK�$IULFD�������6HFWLRQ�����DV�FLWHG�LQ�6LNKDNDQH�DQG�5HGG\�����������

7KH�GHFHQWUDOL]HG�DSSURDFK�RVWHQVLEO\�JDYH�ORFDO�JRYHUQPHQWV�WKH�SRZHU�WR�HQJDJH�ZLWK

PDUJLQDOL]HG��XQGHUUHSUHVHQWHG��DQG�KLVWRULFDOO\�H[FOXGHG�JURXSV��GLIIXVH�VRFLDO�WHQVLRQV��DQG

HQVXUH�ORFDO�FXOWXUDO�DQG�SROLWLFDO�DXWRQRP\��%HDOO����������%DUGKDQ������������

'HFHQWUDOL]DWLRQ�GHYROYHG�UHVSRQVLELOLW\�IURP�WKH�QDWLRQDO�VSKHUH�WR�WKH�ORFDO�VSKHUH��VKLIWLQJ�WKH

UHODWLYH�SRZHUV��H[SHFWDWLRQV��DQG�GXWLHV�RI�JRYHUQPHQWDO�LQVWLWXWLRQV�



�

������7KHRUHWLFDO�6LJQLILFDQFH

0DQ\�RI�WKH�XQGHUO\LQJ�PRWLYDWLRQV�IRU�WKH�GHFHQWUDOL]HG�DSSURDFK�DUH�FRQVLVWHQW�ZLWK

WKH�ULJKW�WR�WKH�FLW\�DQG�VSDWLDO�MXVWLFH�IUDPHZRUNV��7KHVH�WKHRUHWLFDO�OHQVHV�KLJKOLJKW�ORFDO

SDUWLFLSDWLRQ�DV�DQ�HVVHQWLDO�FRPSRQHQW�RI�DFKLHYLQJ�JRRG�JRYHUQDQFH�DQG�IDLUO\�GLVWULEXWLQJ

UHVRXUFHV²ZKHWKHU�WKH\�EH�LQVWLWXWLRQDO��PDWHULDO��RU�SK\VLFDO²ZLWKLQ�VRFLHWLHV��5RFFR�Q�G���

7KH�ULJKW�WR�WKH�FLW\� HPSKDVL]HV�WKDW�XUEDQ�LQKDELWDQWV VKRXOG�KDYH�WKH�DELOLW\�WR�³DSSURSULDWH

XUEDQ�VSDFH�DQG�SDUWLFLSDWH�LQ�FLW\�OLIH�LQ�ZD\V�WKDW�PHHW�WKHLU�QHHGV�DQG�GHVLUHV´��3XUFHOO������

������)XUWKHUPRUH��WKH\�VKRXOG�QRW�RQO\�KDYH�DFFHVV�WR�UHVRXUFHV��EXW�EH�HPSRZHUHG�WR�FKDQJH

WKH�FLW\�DV�WKH\�VHH�ILW��+DUYH\������������7KH�ULJKW�WR�WKH�FLW\�LV�LQ�PDQ\�ZD\V�DQ�DQWL�FDSLWDOLVW

DQG�UHYROXWLRQDU\�FRQFHSW��,W�FRQWHQGV�WKDW�WKRVH�ZKR�LQKDELW�FLWLHV�VKRXOG�EH�HQGRZHG�ZLWK�WKH

FDSDFLW\�WR�GHFLGH�ZKDW�NLQG�RI�XUEDQLVP�WKH\�ZDQW��ZKHWKHU�RU�QRW�WKLV�LV�IDFLOLWDWHG�E\�WKH

JRYHUQPHQW��)UDQW]DQDV�������������.X\PXOX�����������

7KH�FRQFHSW�RI�VSDWLDO�MXVWLFH� H[SDQGV�XSRQ�WKH�MXVW FLW\�DSSURDFK��7KLV�OHQV�FHQWHUV

GLVWULEXWLYH�MXVWLFH� DQG�SURFHGXUDO�MXVWLFH�� SRVLWLQJ WKDW�FLWLHV�PXVW�SURYLGH�HYHQ�DFFHVV�WR

SK\VLFDO��H�J���ZDVWH�GLVSRVDO��LQIUDVWUXFWXUH��DQG�QRQSK\VLFDO��H�J���MREV��FRPPXQLWLHV��XUEDQ

UHVRXUFHV��DORQJVLGH�FOHDU�FKDQQHOV�IRU�SDUWLFLSDWLRQ�DQG�LQYROYHPHQW�LQ�GHFLVLRQ�PDNLQJ��%RWK

RI�WKHVH�OHQVHV�FDOO�IRU�D�WUDQVIRUPDWLRQ�RI XUEDQ RUJDQL]DWLRQ�IURP�D�IRFXV�RQ�WKH�VWDWH�DQG

QRQ�VWDWH�DFWRUV�WR�XUEDQ�LQKDELWDQWV�WKHPVHOYHV��1RWDEO\��VSDWLDO�MXVWLFH�SXWV�JUHDWHU�HPSKDVLV�RQ

RSHUDWLQJ�ZLWKLQ�H[LVWLQJ�VWUXFWXUHV�ZKHUHDV�WKH�MXVW�FLW\�DSSURDFK�HQFRXUDJHV�WKHLU�GLVPDQWOLQJ�

*LYHQ�WKDW�GHFHQWUDOL]DWLRQ�LV�SUHGLFDWHG�RQ�SDUWLFLSDWRU\�GHFLVLRQ�PDNLQJ�DQG�ORFDO�JRYHUQPHQW

� 3URFHGXUDO�MXVWLFH�FDOOV�IRU�VWDNHKROGHU�LQYROYHPHQW�LQ�WKH�ZD\V�WKDW�FLWLHV�DUH�³QHJRWLDWHG��SODQQHG��GHVLJQHG�DQG
PDQDJHG´��5RFFR�Q�G���

� 'LVWULEXWLYH�MXVWLFH�LQYROYHV�IDLU�DFFHVV�DQG�DOORFDWLRQ�RI�SXEOLF�JRRGV��UHVRXUFHV��DQG�VHUYLFHV��5RFFR�Q�G���

� (GZDUG�6RMD�ILUVW�LQWURGXFHG�WKLV�FRQFHSW�LQ 6HHNLQJ 6SDWLDO�-XVWLFH �������

� 7KH�ULJKW�WR�WKH�FLW\�FRQFHSW�ZDV�ILUVW�DGYDQFHG�E\�0DU[LVW�VFKRODU�+HQUL�/HIHEYUH�LQ /H�GURLW�D�OD YLOOH �������



�

DFFRXQWDELOLW\��WKLV�PRGHO�RVWHQVLEO\�DOLJQV�ZLWK�WKH�LGHDOV�HVSRXVHG�E\�WKH�ULJKW�WR�WKH�FLW\�DQG

VSDWLDO�MXVWLFH�WKHRULHV�LQVRIDU�DV�WKH�UROH�RI�WKH�VWDWH�LV�FRQFHUQHG��

����7KH�3RVW�$SDUWKHLG�*RYHUQPHQW�6WUXFWXUH

7KH�SRVW�$SDUWKHLG�6RXWK�$IULFDQ�*RYHUQPHQW��)LJXUH����FRQVLVWV�RI�WKUHH�PDMRU

FDWHJRULHV�²WKH�1DWLRQDO�*RYHUQPHQW��3URYLQFLDO�*RYHUQPHQW� DQG�/RFDO�*RYHUQPHQW²ZKLFK

DUH�GLVWLQFWLYH��LQWHUGHSHQGHQW��DQG�QRQ�KLHUDUFKLFDO��&DPHURQ�������V�����7KLV�WKUHH�SURQJHG

VWUXFWXUH�ZDV�SUDJPDWLF�DQG�LQIRUPHG�E\�KLVWRU\��VKDULQJ�DXWKRULW\��REOLJDWLRQV��DQG�FDSDFLWLHV

DPRQJ�GLIIHUHQW�SROLWLFDO�XQLWV�RVWHQVLEO\�VDIHJXDUGHG�WKH�1HZ�6RXWK�$IULFD�IURP�EHLQJ

VXEMHFWHG�WR�WKH�LQIOXHQFHV�RI�D�FRUUXSW�FHQWUDOL]HG�DXWKRULW\��6XPPDUL]LQJ�WKH�ZRUN�RI�RWKHU

VFKRODUV��&KLOHQJD�%XWDR��������H[SODLQV�WKDW�WKH

PDLQ�UHDVRQV�IRU�WKH�FKRLFH�RI�D�GHPRFUDWLF�µGHFHQWUDOLVHG�XQLWDU\�VWDWH¶��+XPSKULHV�DQG
5DSRR����������ZHUH�VRFLDO�FRKHVLRQ��6LPHRQ�DQG�0XUUD\��������DOORZLQJ�D�µFRPPRQ
FLWL]HQVKLS¶��)ULHGPDQ������������DQG�PRVW�LPSRUWDQWO\��DV�D�FRQGXLW�IRU�µDFFHVV�WR�WKH
VWDWH�DQG�WR�HFRQRPLF�UHVRXUFHV¶��)ULHGPDQ����������������

%H\RQG�WKHLU�REOLJDWLRQV�WR�LQWHUJRYHUQPHQWDO�FROODERUDWLRQ��DGKHUHQFH�WR�QDWLRQDO�SROLFLHV��DQG

REVHUYDWLRQ�RI�WKH�WHQHWV�RI�WKH������&RQVWLWXWLRQ��HDFK�RI�WKHVH�HQWLWLHV�LV�DXWRQRPRXV��KROGV

XQLTXH�UHVSRQVLELOLWLHV��DQG�SOD\V�D�GLVWLQFW�UROH�LQ�WKH�RYHUDOO�JRYHUQDQFH�RI�WKH�FRXQWU\�

� 6RXWK�$IULFD�DOVR�KDV�DQ�LQGHSHQGHQW�MXGLFLDU\�WKDW�LV�UHVSRQVLEOH�RQO\�WR�WKH�1DWLRQDO�&RQVWLWXWLRQ�DQG�ODZV�

� ,PSRUWDQWO\��WKHVH�WKHRULHV�GR�QRW�YLHZ�WKH�VWDWH�DV�WKH�VROH�DUELWHU�RI�MXVWLFH��LQKDELWDQWV�DUH�HQFRXUDJHG�WR�SURGXFH
XUEDQ�VSDFH�LQ�D�ZD\�WKDW�PHHWV�WKHLU�QHHGV��ZKHWKHU�WKDW�LV�WKURXJK�H[LVWLQJ�VWDWH�VWUXFWXUHV�RU�RXWVLGH�RI�WKHP�



�

)LJXUH��� 6RXWK�$IULFD¶V�3ROLWLFDO�6WUXFWXUH
�:LGPHU�DQG�/RPEDUG����������

������7KH�1DWLRQDO�*RYHUQPHQW

7KH�1DWLRQDO�*RYHUQPHQW�LV�UHVSRQVLEOH�IRU�IHGHUDO�OHJLVODWLRQ��RYHUVHHLQJ

QRQ�SURYLQFLDO�DQG�QRQ�ORFDO�LVVXHV��H�J���QDWLRQDO�GHIHQVH�DQG�WUDGH���DQG�IRU�FRRUGLQDWLQJ

EHWZHHQ�SURYLQFHV�DQG�PXQLFLSDOLWLHV��7KH�3DUOLDPHQW²D�FRPSRQHQW�RI�WKH�QDWLRQDO

JRYHUQPHQW²LV�UHVSRQVLEOH�IRU�OHJLVODWLRQ�DQG�SROLF\�PDNLQJ��7KLV�ERG\�FRQWDLQV�WKH�1DWLRQDO

&RXQFLO�RI�3URYLQFHV��1&23�²ZKLFK�LQFOXGHV�WKH�YLHZV�RI�SURYLQFLDO�DQG�ORFDO�JRYHUQPHQWV�LQ

QDWLRQDO�GHFLVLRQ�PDNLQJ�WKURXJK�QLQHW\�UHSUHVHQWDWLYH�GHOHJDWHV²DQG�WKH�1DWLRQDO

$VVHPEO\²ZKLFK�FRQVLVWV�RI�����HOHFWHG�UHSUHVHQWDWLYHV��³7KH�7KUHH�6SKHUHV´�Q�G����7KH

&DELQHW�LV�WKH�RWKHU�PDLQ�ERG\�RI�WKH�QDWLRQDO�JRYHUQPHQW��,W�FRPSULVHV�WKH�VHQLRU�SROLWLFDO

OHDGHUVKLS�RI�6RXWK�$IULFD��7KH�3UHVLGHQW��'HSXW\�3UHVLGHQW��DQG�WKH�&DELQHW�RI�0LQLVWHUV��³7KH



�

7KUHH�6SKHUHV´�Q�G����7KH�1DWLRQDO�$VVHPEO\�LV�UHVSRQVLEOH�IRU�HOHFWLQJ�WKH�SUHVLGHQW��DQG�LQ

WXUQ�WKH�SUHVLGHQW�LV�UHVSRQVLEOH�IRU�DSSRLQWLQJ�WKH�GHSXW\�SUHVLGHQW�DQG�FDELQHW�PLQLVWHUV��7KH

QDWLRQDO�JRYHUQPHQW�DFWV�DV�D�UHSUHVHQWDWLYH�ERG\�IRU�6RXWK�$IULFDQ�SROLWLFV�WKDW�DLPV�WR�VHUYH

DQG�XSKROG�FRQVWLWXWLRQDO�SURPLVHV�WKURXJKRXW�WKH�FRXQWU\�

������7KH�3UHVLGHQW

&\ULO�5DPDSKRVD²HOHFWHG�E\�WKH�1DWLRQDO�$VVHPEO\�LQ�����²LV�WKH�LQFXPEHQW

3UHVLGHQW�RI�6RXWK�$IULFD��ZLWK�'DYLG�0DEX]D�VHUYLQJ�DV�WKH�'HSXW\�3UHVLGHQW��$V�GLVFXVVHG�

WKHVH�RIILFLDOV�DUH�PHPEHUV�RI�WKH�1DWLRQDO�*RYHUQPHQW¶V�&DELQHW��6LQFH�WKH�IDOO�RI�$SDUWKHLG�LQ

������WKHUH�KDYH�EHHQ�D�WRWDO�RI�ILYH�GHPRFUDWLFDOO\�HOHFWHG�SUHVLGHQWV�LQ�6RXWK�$IULFD��)LJXUH����

QDPHO\�1HOVRQ�0DQGHOD������±�������7KDER�0EHNL������±�������.JDOHPD�0RWODQWKH

�����±�������-DFRE�=XPD������±�������DQG�&\ULO�5DPDSKRVD������±3UHVHQW���³3URILOHV´�������

7KXV�IDU��DOO�RI�6RXWK�$IULFD¶V�GHPRFUDWLF�SUHVLGHQWV�KDYH�EHHQ�PHPEHUV�RI�WKH�$IULFDQ�1DWLRQDO

&RQJUHVV��$1&���WKH�$SDUWKHLG�OLEHUDWLRQ�PRYHPHQW�WXUQHG�SROLWLFDO�SDUW\��$OGHQ�����������

)LJXUH��� 7LPHOLQH�RI�6RXWK�$IULFDQ�3UHVLGHQWV
�$XWKRU¶V�2ZQ�



�

1HOVRQ�0DQGHOD��)LJXUH����LV�SHUKDSV�WKH�PRVW�IDPRXV�RI�6RXWK�$IULFD¶V�SUHVLGHQWV��$

UHYROXWLRQDU\�OHDGHU��$1&�RUJDQL]HU��DQG�IRUPHU�SULVRQHU�RI�WKH�$SDUWKHLG�6WDWH� � 0DQGHOD

SOD\HG�DQ�HVVHQWLDO�UROH�LQ�WKH�ILJKW�DJDLQVW�$SDUWKHLG�E\�SRSXODUL]LQJ�5DLQERZ�1DWLRQ�LGHDOV�DQG

QHJRWLDWLQJ�WKH�HQG�RI�:KLWH�PLQRULW\�UXOH��+H�UHPDLQV�D�³ILJXUH�RI�UHVLVWDQFH�DQG�UHEHOOLRQ�

VXIIHULQJ�DQG�KXPLOLW\��SURJUHVV�DQG�SROLWLFV�´�DQG�LV�FHOHEUDWHG�DV�WKH�³UDLQERZ�QDWLRQ

SHUVRQLILHG��>DQG@�WKH�VLJQLILFDWLRQ�RI�WKH�1HZ�6RXWK�$IULFD´��0F0DQQ�������������0DQGHOD¶V

MXVWLFH�EDVHG�HWKRV�DQG�HPEUDFH�RI�QRQ�YLROHQW�DSSURDFKHV²HSLWRPL]HG�E\�KLV�HPSKDVLV�RQ

UHFRQFLOLDWLRQ�DQG�IRUJLYHQHVV�DV�D�SDWKZD\�WR�KDUPRQ\²KDV�LQVSLUHG�UDFLDO�OLEHUDWLRQ

PRYHPHQWV�DQG�VRFLDO�SURJUHVV�DFURVV�WKH�ZRUOG��5XHFNHUW��%UDQG��DQG�6HSHKU��������,W�LV

LPSRUWDQW�WR�UHFRJQL]H�0DQGHOD¶V�FRQWULEXWLRQV�WR�WKH�SRVW�$SDUWKHLG�LPDJLQDU\�EHFDXVH�KLV

YLVLRQV�PD\�VHUYH�DV�D�EHQFKPDUN�WR�HYDOXDWH�SURJUHVV�LQ�6RXWK�$IULFD¶V�GHPRFUDWLF�HUD�

)LJXUH��� 3UHVLGHQW�1HOVRQ�0DQGHOD
�)UHHG������

� 1HOVRQ�0DQGHOD�ZDV�LPSULVRQHG�IRU�D�WRWDO�RI����\HDUV��IURP������WR�������³7ULDOV´�Q�G���



��

������7KH�$IULFDQ�1DWLRQDO�&RQJUHVV

7KH�$IULFDQ�1DWLRQDO�&RQJUHVV��$1&��LV�6RXWK�$IULFD¶V�FXUUHQW�JRYHUQLQJ�SDUW\�DW�WKH

QDWLRQDO�OHYHO��$V�GHSLFWHG�E\�)LJXUH��²ZKLFK�VKRZV�WKH�SDUWLVDQ�DIILOLDWLRQ�RI�ORFDO

JRYHUQPHQWV�DIWHU�6RXWK�$IULFD¶V������0XQLFLSDO�(OHFWLRQV²PXQLFLSDOLWLHV�WKURXJKRXW�WKH

FRXQWU\�DUH�OHG�E\�DQ�$1&�PDMRULW\�JRYHUQPHQW��VXJJHVWLQJ�WKDW�WKH�SDUW\�LV�DOVR�LQIOXHQWLDO�DW

WKH�ORFDO�OHYHO��� 7KH�$1&�RULJLQDWHG�LQ������DV�D ZD\�WR�XQLWH�6RXWK�$IULFDQV�LQ�WKH�VWUXJJOH�IRU

SROLWLFDO��VRFLDO��DQG�HFRQRPLF�HTXDOLW\��³:KDW�LV�WKH�$1&´��������7KLV�RUJDQL]DWLRQ�IRXJKW

DJDLQVW�UDFLVP�LQ�6RXWK�$IULFD�IRU�RYHU�����\HDUV�DQG�SOD\HG�D�YLWDO�UROH�LQ�WKH�GHYHORSPHQW�RI

WKH�)UHHGRP�&KDUWHU�����������WKH�FUHDWLRQ�RI�WKH�5HFRQVWUXFWLRQ DQG�'HYHORSPHQW�3URJUDPPH

�5'3��� ��������DQG�WKH�IRUPDWLRQ�RI�WKH�6RXWK�$IULFDQ &RQVWLWXWLRQ���������7RGD\��WKH�$1&¶V

RIILFLDO�DLPV�DQG�REMHFWLYHV�LQFOXGH�FUHDWLQJ�D�³XQLWHG��QRQ�UDFLDO��QRQ�VH[LVW�DQG�GHPRFUDWLF

VRFLHW\´�E\�IUHHLQJ�6RXWK�$IULFDQV�IURP�SROLWLFDO��VRFLDO��DQG�HFRQRPLF�EDUULHUV�DQG�LPSURYLQJ

TXDOLW\�RI�OLIH��³:KDW�LV�WKH�$1&´��������7KH�$1&�ZDV�DQ�HVVHQWLDO�IRUFH�DQG�YLVLRQDU\�EHKLQG

WKH�DQWL�$SDUWKHLG�PRYHPHQW�DQG�UHPDLQV�FHQWUDO�WR�WKH�PDNLQJ�RI�D�1HZ�6RXWK�$IULFD�WRGD\�

�� 7KH�5'3�ZDV�WKH�$1&¶V�RULJLQDO�SROLF\�IUDPHZRUN��,W�FRPPLWWHG�WKH�JRYHUQPHQW�WR�PHHW�EDVLF�QHHGV��UHEXLOG�WKH
HFRQRP\��DQG�GHPRFUDWL]H�6RXWK�$IULFDQ�VRFLHW\��)HUJXVRQ����������³:KDW�LV�WKH�$1&´�������

�� 7KH�)UHHGRP�&KDUWHU�ZDV�D�ULJKWV�EDVHG�GRFXPHQW�WKDW�H[SOLFLWO\�FRGLILHG�WKH�YDOXHV�RI�WKH�RUJDQL]HUV�RI�WKH
DQWL�$SDUWKHLG�VWUXJJOH��7KLV�GRFXPHQW�FDOOHG�IRU�OHJDO��VRFLDO��SROLWLFDO��DQG�HFRQRPLF�HTXDOLW\��GHPRFUDWLF
JRYHUQDQFH��KXPDQ�ULJKWV��HPSOR\PHQW�RSSRUWXQLWLHV��KRXVLQJ��DQG�SHDFH��³:KDW�LV�WKH�$1&´�������

�� 1RWDEO\��WKH�'HPRFUDWLF�$OOLDQFH��'$�²D�EURDGO\�FHQWULVW�SDUW\�ZKRVH�VXSSRUWHUV�DUH����SHUFHQW�:KLWH²
JRYHUQV�WKH�&LW\�RI�7VKZDQH�0HWURSROLWDQ�0XQLFLSDOLW\��ORFDWHG�QH[W�WR�-RKDQQHVEXUJ�LQ�*DXWHQJ�3URYLQFH���DQG
&DSH�7RZQ��WKH�FRXQWU\¶V�VHFRQG�ODUJHVW�FLW\�DQG�WKH�OHJLVODWLYH�FDSLWDO���+DUULV�������+WRQO��������7KHVH�DUH�WKH
SULPDU\�DUHDV�ZKHUH�WKH�$1&�GRHV�QRW�KDYH�PDMRULW\�FRQWURO�RYHU�WKH�ORFDO�JRYHUQPHQW��0RUDQJH�DQG�)RO���������



��

)LJXUH��� 7KH�3DUWLVDQ�1DWXUH�RI�6RXWK�$IULFD¶V�/RFDO *RYHUQPHQWV������
�+WRQO������

������7KH�3URYLQFLDO�*RYHUQPHQW

3URYLQFLDO�JRYHUQPHQWV�DUH�VLWXDWHG�ZLWKLQ�HDFK�RI�6RXWK�$IULFD¶V�QLQH�SURYLQFHV��)LJXUH

����7KHVH�HQWLWLHV�FRQWDLQ�ERWK�SURYLQFLDO�OHJLVODWLYH�DQG�H[HFXWLYH�DXWKRULWLHV�� DQG�D�ZLGH�DUUD\

RI�GHPRFUDF\�VXSSRUWLQJ�LQVWLWXWLRQV��$PRQJ�WKHVH�DUH�WKH�+XPDQ�5LJKWV�&RPPLVVLRQ��WKH

&RPPLVVLRQ�IRU�WKH�3URPRWLRQ�DQG�3URWHFWLRQ�RI�WKH�5LJKWV�RI�&XOWXUDO��5HOLJLRXV��DQG

/LQJXLVWLF�&RPPXQLWLHV��DQG�WKH�&RPPLVVLRQ�IRU�*HQGHU�(TXDOLW\��³6WUXFWXUH´��������7KHVH

HQWLWLHV�RYHUVHH��PRQLWRU��DQG�LQYHVWLJDWH�DGKHUHQFH�WR�FRQVWLWXWLRQDO�PDQGDWHV�LQ�RUGHU�WR

�� 6RXWK�$IULFD�RQO\�KDV�D�QDWLRQDO�FRXUW�V\VWHP��PHDQLQJ�WKDW�WKH�MXGLFLDU\²DQG�WKHUHIRUH�WKH�DGPLQLVWUDWLRQ�RI
OHJDO�MXVWLFH²LV�WKH�VROH�UHVSRQVLELOLW\�RI�WKH�QDWLRQDO�JRYHUQPHQW�



��

VDIHJXDUG�GHPRFUDF\�DQG�SUHYHQW�YLRODWLRQV�RI�KXPDQ�ULJKWV��ODZV��DQG�MXVWLFH��³6WDWH

,QVWLWXWLRQV´�Q�G����7KH�SUHVHQFH�RI�WKHVH�LQVWLWXWLRQV�DW�WKH�SURYLQFLDO�OHYHO�UHIOHFWV�6RXWK

$IULFD¶V�FRQVWLWXWLRQDO�FRPPLWPHQW�WR�UHDOL]H�DQG�PDLQWDLQ�5DLQERZ�1DWLRQ�LGHDOV�

)LJXUH��� 3URYLQFLDO�0DS�RI�6RXWK�$IULFD
�1RUYDO�DQG�:ULJKW����������

3URYLQFLDO�JRYHUQPHQWV�FRPSOHPHQW�WKH�HIIRUWV�RI�ORFDO�JRYHUQPHQWV�DQG�WKH�QDWLRQDO

JRYHUQPHQW�LQ�RUGHU�WR�HQVXUH�WKH�VPRRWK�IXQFWLRQLQJ�RI�GHPRFUDF\�DW�PXOWLSOH�OHYHOV�RI�6RXWK

$IULFDQ�VRFLHW\��7LWXV������������,QWHUHVWLQJO\��RQH�RI�WKH�NH\�WDVNV�RI�SURYLQFLDO�JRYHUQPHQWV�LV

WR�³SURPRWH�WKH�GHYHORSPHQW�RI�ORFDO�JRYHUQPHQW�FDSDFLW\�WR�HQDEOH�PXQLFLSDOLWLHV�WR�SHUIRUP

WKHLU�IXQFWLRQV�DQG�PDQDJH�WKHLU�RZQ�DIIDLUV´�E\�RYHUVHHLQJ�PXQLFLSDO�EXGJHWLQJ��VHUYLFH

GHOLYHU\��DQG�SODQQLQJ�SURFHVVHV��7LWXV������������7KH\�DUH�DOVR�WDVNHG�ZLWK�GHYHORSLQJ



��

IUDPHZRUNV�IRU�HFRQRPLF�DQG�FRPPXQLW\�GHYHORSPHQW�ZLWKLQ�WKHLU�MXULVGLFWLRQV��DQG�EHDU

UHVSRQVLELOLW\�IRU

VRFLDO�VHUYLFHV�OLNH�HGXFDWLRQ��KHDOWK�DQG�VRFLDO�GHYHORSPHQW��HFRQRPLF�IXQFWLRQV�OLNH
DJULFXOWXUH�DQG�URDGV��DQG�SURYLQFLDO�JRYHUQDQFH�DQG�DGPLQLVWUDWLRQ�ZKLFK�LQFOXGH�WKH
OHJLVODWXUH��SURYLQFLDO�WUHDVXU\��ORFDO�JRYHUQPHQW�DQG�KXPDQ�VHWWOHPHQWV��1DWLRQDO
7UHDVXU\�����������

0DQ\�RI�WKH�H[SHFWDWLRQV�OHYLHG�XSRQ�SURYLQFLDO�JRYHUQPHQWV�DUH�DPELJXRXV�DQG�UHTXLUH�WKHP�WR

FRRUGLQDWH�ZLWK�WKH�QDWLRQDO�DQG�ORFDO�VSKHUHV�

������*DXWHQJ�3URYLQFH

7KH�*DXWHQJ�3URYLQFLDO�*RYHUQPHQW�RYHUVHHV�WKUHH�PHWURSROLWDQ�PXQLFLSDOLWLHV²WKH

&LW\�RI�(NXUKXOHQL��&LW\�RI�-RKDQQHVEXUJ��DQG�&LW\�RI�7VKZDQH²DQG�WZR�GLVWULFW

PXQLFLSDOLWLHV²WKH�6HGLEHQJ�'LVWULFW��DQG�:HVW�5DQG�'LVWULFW²ZKLFK�WKHPVHOYHV�DUH�IXUWKHU

VXEGLYLGHG�LQWR�ORFDO�DGPLQLVWUDWLYH�GLVWULFWV��)LJXUH�����'HVSLWH�RQO\�DFFRXQWLQJ�IRU�DURXQG����

SHUFHQW�RI�6RXWK�$IULFD¶V�ODQG�DUHD��*DXWHQJ�KDV�WKH�ODUJHVW�SRSXODWLRQ�� RXW�RI�DOO�RI�WKH

SURYLQFHV�DQG�FRQWDLQV�DURXQG�D�TXDUWHU�RI�6RXWK�$IULFD¶V�QDWLRQDO�SRSXODWLRQ��³*DXWHQJ

0XQLFLSDOLWLHV´�Q�G����$FFRUGLQJ�WR�HVWLPDWHV�IURP�������WKH�SURYLQFH�HPSOR\V�DURXQG�����

SHUFHQW�RI�WKH�FRXQWU\¶V�ODERU�IRUFH�DQG�LWV�JURVV�YDOXH�DGGHG��*9$��WR�WKH�QDWLRQDO�HFRQRP\�LV

DSSUR[LPDWHO\������SHUFHQW��+DUULVRQ�HW�DO������������&OHDUO\��*DXWHQJ�3URYLQFH�SOD\V�DQ

LPSRUWDQW�UROH�LQ�6RXWK�$IULFD¶V�QDWLRQDO�HFRQRP\�

�� *DXWHQJ�3URYLQFH¶V�SRSXODWLRQ�LV�DURXQG������PLOOLRQ�DFFRUGLQJ�WR�HVWLPDWHV�IURP�������0XQWKUHH�������



��

)LJXUH��� *DXWHQJ¶V�0HWURSROLWDQ�DQG�'LVWULFW�0XQLFLSDOLWLHV
�+WRQO������

1RWDEO\��*DXWHQJ¶V�FRQWULEXWLRQV�WR�HPSOR\PHQW�DQG�HFRQRPLF�JURZWK�LQ�6RXWK�$IULFD�DV

D�ZKROH�DUH�GXH�LQ�ODUJH�SDUW�WR�WKH�&LW\�RI�-RKDQQHVEXUJ��$FFRUGLQJ�WR�D�SURYLQFLDO�UHSRUW�IURP

������-RKDQQHVEXUJ�LV�UHVSRQVLEOH�IRU�DURXQG�����RI�6RXWK�$IULFD¶V�QDWLRQDO�JURVV�GRPHVWLF

SURGXFW��*'3���DQG�FRQWULEXWHV�����RI�*DXWHQJ�3URYLQFH¶V�WRWDO�*'3��&RRSHUDWLYH�*RYHUQDQFH

	�7UDGLWLRQDO�$IIDLUV�'HSDUWPHQW������������7KHVH�ILJXUHV�DUH�FRQVLVWHQW�ZLWK�WKH�SRVW�$SDUWKHLG

WUHQGV�WKDW�DUH�GHSLFWHG�E\�)LJXUH����)XUWKHUPRUH²DFFRUGLQJ�WR�HVWLPDWHV�IURP�����²WKH�FLW\

HPSOR\V�DURXQG������SHUFHQW�RI�6RXWK�$IULFD¶V�RIILFLDO�ODERU�IRUFH��+DUULVRQ�HW�DO�����������



��

-RKDQQHVEXUJ�KDV�D�VLJQLILFDQW�LPSDFW�RQ�*DXWHQJ¶V�SURYLQFLDO�DIIDLUV�DQG�SROLF\�DJHQGDV�GXH�WR

LWV�XQSDUDOOHOHG�FRQWULEXWLRQV�WR�WKH�UHJLRQDO�DQG�QDWLRQDO�HFRQRP\�

)LJXUH��� &RQWULEXWLRQV�RI�-RKDQQHVEXUJ�DQG�*DXWHQJ 3URYLQFH�������DQG�����
�$XWKRU¶V�2ZQ��EDVHG�RQ�GDWD�IURP�+DUULVRQ�HW�DO����������

:KHQ�LW�FRPHV�WR�WKH�DGPLQLVWUDWLRQ�RI�JRYHUQPHQW�ZLWKLQ�*DXWHQJ��WKHUH�LV�VRPH

RYHUODS�EHWZHHQ�WKH�SURYLQFLDO�DQG�ORFDO�VSKHUH��:KLOH�WKH�GHVLJQ�RI�SRVW�$SDUWKHLG�JRYHUQDQFH

LQWHQGHG�WR�HQFRXUDJH�FROODERUDWLRQ�EHWZHHQ�GLIIHUHQW�VWDWH�XQLWV��WKH�UHODWLYHO\�XQFOHDU

GHOLQHDWLRQ�RI�UHVSRQVLELOLWLHV²HYHQ�DV�VSHOOHG�RXW�LQ�QDWLRQDO�SROLF\�GRFXPHQWV²HQJHQGHUV

FRQIXVLRQ��IUDJPHQWDWLRQ��DQG�GXSOLFDWLRQ��&DPHURQ�������V�����7KHVH�G\QDPLFV�DUH�HVSHFLDOO\

SURQRXQFHG�ZKHUH�VXFK�REMHFWLYHV�DV�KRXVLQJ�SURYLVLRQ��SXEOLF�WUDQVSRUWDWLRQ��DQG�SODQQLQJ�DUH

FRQFHUQHG��� GHOD\LQJ�SURJUHVV�WRZDUGV�VRFLDO��HFRQRPLF� DQG�LQIUDVWUXFWXUDO�JRDOV��&RQVLGHULQJ

WKDW�RQH�RI�WKH�PRWLYDWLRQV�IRU�DGRSWLQJ�WKH�GHFHQWUDOL]HG�PRGHO�ZDV�WKH�DELOLW\�WR�PDNH�WKH

JRYHUQPHQW�PRUH�HIILFLHQW��WKH�QHFHVVLW\�IRU�GLIIHUHQW�VWDWH�DSSDUDWXVHV�WR�FRQWLQXDOO\�FRRUGLQDWH

DQG�QHJRWLDWH�WKHLU�UROHV�DQG�UHVSRQVLELOLWLHV�LV�RI�QRWH��,Q�DQ\�FDVH��WKH�*DXWHQJ�3URYLQFLDO

*RYHUQPHQW�LV�LQWHQGHG�WR�GLUHFWO\�VXSSRUW�ORFDO�JRYHUQPHQWV�ZLWKLQ�LWV�MXULVGLFWLRQ��DFW�DV�DQ

�� 7KH�UHVSRQVLELOLW\�IRU�KRXVLQJ�LV�VKDUHG�E\�QDWLRQDO�DQG�SURYLQFLDO�JRYHUQPHQWV��DQG�LPSOHPHQWDWLRQ�RI�KRXVLQJ
SODQV�LV�RIWHQ�GHOHJDWHG�WR�ORFDO�PXQLFLSDOLWLHV��7UDQVSRUWDWLRQ�LV�WKH�UHVSRQVLELOLW\�RI�ERWK�QDWLRQDO�DQG�SURYLQFLDO
JRYHUQPHQWV��H�J���QDWLRQDO�KLJKZD\V��SURYLQFLDO�URDGZD\V���ZKHUHDV�PXQLFLSDO�SXEOLF�WUDQVSRUW��H�J���FLW\�VWUHHWV�
EXV�V\VWHPV��HW�FHWHUD��LV�D�PXQLFLSDO�IXQFWLRQ��&DPHURQ�������V�����)XUWKHUPRUH��SODQQLQJ�LV�VKDUHG�EHWZHHQ
JRYHUQPHQW�XQLWV�DV�ZHOO�VXFK�WKDW�ZKLOH�WKH�QDWLRQDO�JRYHUQPHQW�DUWLFXODWHV�QDWLRQDO�SODQQLQJ�YLVLRQV�DQG
GRFXPHQWV��³SURYLQFLDO�SODQQLQJ�LV�DQ�H[FOXVLYH�SURYLQFLDO�FRPSHWHQFH´�DQG�³PXQLFLSDO�SODQQLQJ�IDOOV�XQGHU�WKH
PDQGDWH�RI�WKH�PXQLFLSDOLWLHV´�\HW�LV�RYHUVHHQ�E\�WKH�SURYLQFLDO�JRYHUQPHQW��&DPHURQ�������V�����7KHVH�VKDUHG
UHVSRQVLELOLWLHV�DUH�FRPSOH[�DQG�XQFOHDUO\�GHOHJDWHG��OHDGLQJ�WR�VLJQLILFDQW�RYHUODS�LQ�JRYHUQPHQWDO�DGPLQLVWUDWLRQ�



��

LQWHUPHGLDU\�EHWZHHQ�WKH�ORFDO�DQG�QDWLRQDO�VSKHUH��DQG�PDLQWDLQ�LWV�RZQ�OHJLVODWLYH��H[HFXWLYH�

DQG�DGPLQLVWUDWLYH�IXQFWLRQV�DV�WKH\�SHUWDLQ�WR�WKH�SURYLQFH�DV�D�ZKROH�

������7KH�/RFDO�*RYHUQPHQW

7KH�ILQDO�VSKHUH�RI�JRYHUQPHQW�LQ�6RXWK�$IULFD¶V�SRVW�$SDUWKHLG�IUDPHZRUN�LV�/RFDO

*RYHUQPHQW��WKH�VWDWH�DSSDUDWXV�ZLWK�WKH�PRVW�WDQJLEOH�LPSDFWV�RQ�WKH�OLYHG�H[SHULHQFHV�RI

6RXWK�$IULFDQV��,Q�DFFRUGDQFH�ZLWK�WKH������&RQVWLWXWLRQ��/RFDO�JRYHUQPHQWV�DUH�UHVSRQVLEOH�IRU

EDVLF�VHUYLFH�SURYLVLRQ��H�J���ZDWHU��VDQLWDWLRQ��PXQLFLSDO�URDGV��VROLG�ZDVWH�GLVSRVDO��HOHFWULFLW\�

DQG�KHDOWKFDUH��DQG�WKH�SXUVXLW�RI�VRFLDO�DQG�HFRQRPLF�GHYHORSPHQW��EURDGO\�SXW��&DPHURQ

������V�����1RWDEO\��PXQLFLSDOLWLHV�EHDU�SULPDU\�UHVSRQVLELOLW\�IRU�WKH�SURYLVLRQ�RI�VHUYLFHV

ZLWKLQ�WKHLU�MXULVGLFWLRQ��DOWKRXJK�VRPH�RYHUVLJKW�IURP�WKH�SURYLQFLDO�VSKHUH�DLPV�WR�³SURWHFW�DQG

SURPRWH�PLQLPXP�VWDQGDUGV�RI�ORFDO�JRYHUQPHQW�VHUYLFH�GHOLYHU\�DQG�HQVXUH�WKDW�ORFDO

JRYHUQPHQW�IXOILOOV�LWV�FRQVWLWXWLRQDO�PDQGDWH´��7LWXV�����������

/RFDO�JRYHUQPHQWV�DUH�FDWHJRUL]HG�DV�0HWURSROLWDQ�0XQLFLSDOLWLHV��'LVWULFW

0XQLFLSDOLWLHV��RU�/RFDO�0XQLFLSDOLWLHV�DFFRUGLQJ�WR�WKHLU�VL]H��0HWURSROLWDQ�PXQLFLSDOLWLHV�DUH

UHVSRQVLEOH�IRU�WKH�GHYHORSPHQW�DQG�GHOLYHU\�RI�DOO�ORFDO�JRYHUQPHQW�VHUYLFHV�ZLWKLQ�XUEDQ

PHWURSROHV��³7KH�7KUHH�6SKHUHV´�Q�G����'LVWULFW�DQG�ORFDO�PXQLFLSDOLWLHV�WHQG�WR�EH�ORFDWHG�LQ

UXUDO�DQG�OHVV�SRSXODWHG�DUHDV��EXW�VWLOO�KDYH�WKH�VDPH�REOLJDWLRQV�WR�VHUYLFH�SURYLVLRQ�DQG

GHYHORSPHQW�DV�ODUJHU�PXQLFLSDOLWLHV��7KLV�UHIOHFWV�WKH�DVVXPSWLRQ�WKDW�LV�LPSOLFLW�WR�WKH

GHFHQWUDOL]HG�DSSURDFK�WKDW�GLIIHUHQW�XQLWV�RI�JRYHUQPHQW�SRVVHVV�VLPLODU�WHFKQLFDO�DQG

DGPLQLVWUDWLYH�FDSDFLWLHV��%DUGKDQ������������

,Q�VRPH�FDVHV��JRYHUQDQFH�LV�IXUWKHU�VHJPHQWHG�ZLWKLQ�WKH�ORFDO�JRYHUQPHQW�IUDPHZRUN�

)RU�H[DPSOH��ZKLOH�WKH�&LW\�RI�-RKDQQHVEXUJ�DV�D�ZKROH�LV�WHFKQLFDOO\�D�PHWURSROLWDQ



��

PXQLFLSDOLW\��JRYHUQPHQWDO�DGPLQLVWUDWLRQ�LV�GHFHQWUDOL]HG�LQWR�VHYHQ�GLVWLQFW�UHJLRQV²5HJLRQ

$�WKURXJK�5HJLRQ�*²LQ�RUGHU�WR�DFFRPPRGDWH�WKH�QHHGV�RI�-RKDQQHVEXUJ¶V�ODUJH�SRSXODWLRQ��

�)LJXUH�����(DFK�RI�WKHVH�UHJLRQV�LV�DQ�DGPLQLVWUDWLYH�XQLW�RI�WKH�PXQLFLSDOLW\��WKH\�DUH

UHVSRQVLEOH�IRU�WKH�SURYLVLRQ�RI�EDVLF�FRPPXQLW\��VRFLDO��DQG�SK\VLFDO�VHUYLFHV�ZKLOH�VWLOO�IDOOLQJ

XQGHU�WKH�DXWKRULW\�DQG�EXGJHW�RI�WKH�&LW\�RI�-RKDQQHVEXUJ�0HWURSROLWDQ�0XQLFLSDOLW\��:KLOH�LQ

WKHRU\�WKLV�DSSURDFK�PHDQV�WKDW�WKH�JRYHUQPHQW�LV�GHVLJQHG�WR�EH�UHSUHVHQWDWLYH��ORFDOO\

DFFRXQWDEOH��DQG�UHVSRQVLYH²FRQVLVWHQW�ZLWK�WKH�PRUHV�RI�WKH�ULJKW�WR�WKH�FLW\�IUDPHZRUN�ZKLFK

FDOO�IRU�GHPRFUDWLF�SDUWLFLSDWLRQ�LQ�WKH�SURGXFWLRQ�DQG�XVH�RI�VSDFH�DQG�UHVRXUFHV²LW�DOVR

LQWURGXFHV�WKH�SRWHQWLDO�IRU�VHJPHQWDWLRQ�LQ�WKH�FDSDFLWLHV�RI�ORFDO�JRYHUQPHQW�VWUXFWXUHV�DQG

KRZ�FRQVWLWXHQWV�H[SHULHQFH��DFFHVV��DQG�XVH�WKHVH�LQVWLWXWLRQV�

�� 7KH�SRSXODWLRQ�RI�WKH�-RKDQQHVEXUJ�0HWURSROLWDQ�$UHD�ZDV�RYHU�����PLOOLRQ�DFFRUGLQJ�WR������HVWLPDWHV
�&RRSHUDWLYH�*RYHUQDQFH�	�7UDGLWLRQDO�$IIDLUV�'HSDUWPHQW�����������



��

)LJXUH��� 5HJLRQV�RI�WKH�&LW\�RI�-RKDQQHVEXUJ�0HWURSROLWDQ 0XQLFLSDOLW\
�6FRWW����������

����*RLQJ�%DFN��$SDUWKHLG¶V�6HOHFWLYH�'HFHQWUDOL]DWLRQ�$SSURDFK

7KH�$SDUWKHLG�HUD�HPEUDFHG�D�IRUP�RI�JRYHUQDQFH�WKDW�PD\�EHVW�EH�GHVFULEHG�DV VHOHFWLYH

GHFHQWUDOL]DWLRQ�� ZKHUHLQ�DGPLQLVWUDWLRQ�ZDV�ODUJHO\ WRS�GRZQ�DQG�UDFLDOO\�VHJPHQWHG��'XULQJ

$SDUWKHLG��6RXWK�$IULFD�ZDV�JHRJUDSKLFDOO\�GLYLGHG�LQWR�DUHDV�IRU�:KLWH�VHWWOHPHQW²SULPDULO\

FLWLHV²DQG�%ODFN�VHWWOHPHQW²SULPDULO\�UXUDO�DUHDV��7KLV�HQDEOHG�WKH�DGRSWLRQ�RI�D�SROLWLFDO

VWUXFWXUH�WKDW�ZDV�SUHGLFDWHG�RQ�UDFLDO�GLYLVLRQ��DV�GHSLFWHG�E\�)LJXUH����8QGHU�WKLV�VHJPHQWHG

PRGHO��WKH�JRYHUQPHQW�ZRUNHG�WR�SULYLOHJH�WKH�LQWHUHVWV�RI�WKH�:KLWH�PLQRULW\��DOORZHG�WKH

�� ³6HOHFWLYH�GHFHQWUDOL]DWLRQ´�LV�LQWHQGHG�WR�UHIOHFW�DQ�RULJLQDO�WHUP�SURGXFHG�E\�WKH�DXWKRU�RI�WKLV�6HQLRU�3URMHFW�
7KH�DXWKRU�ZDV�GLVVDWLVILHG�ZLWK�WKH�FRQYHQWLRQ�LQ�VFKRODUVKLS�RI�DUWLFXODWLQJ�$SDUWKHLG¶V�JRYHUQDQFH�DV HLWKHU
GHFHQWUDOL]HG�RU�FHQWUDOL]HG�ZKHQ�LW�DSSHDUV�WR�KDYH�DVVXPHG�D�PRUH�K\EULG�DSSURDFK�WKDQ�WKHVH�WHUPV�LQGLFDWH�



��

UHSUHVVLYH�UDFLDO�SROLFLHV�DQG�$SDUWKHLG�YLVLRQV�RI�WKH�:KLWH�OHG�1DWLRQDO�3DUW\�� WR�EH�SURPRWHG

DQG�UHLQIRUFHG�DW�HYHU\�OHYHO�RI�JRYHUQPHQW��DQG�UHVWULFWHG�ORFDO�SROLWLFDO�DJHQF\�DQG�DXWRQRP\

�1HO�DQG�%LQQV�������������:KLOH�VR�FDOOHG�:KLWH�6RXWK�$IULFD�EHQHILWHG�IURP�ZHOO�IXQGHG�DQG

FHQWUDOL]HG�VWDWH�LQVWLWXWLRQV�WKDW�ZHUH�DOLJQHG�ZLWK�QDWLRQDOO\�DUWLFXODWHG�YLVLRQV��%ODFN�6RXWK

$IULFD�H[SHULHQFHG�D�KLJKO\�GHFHQWUDOL]HG�SROLWLFDO�VWUXFWXUH�WKDW�ZLGHO\�ODFNHG�UHVRXUFHV�

*RYHUQPHQW�ZDV²LQ�HVVHQFH²D�WRRO�RI�$SDUWKHLG�WKDW�ZDV�OHYHUDJHG�WR�HOHYDWH�DQG�PDLQWDLQ

WKH�SRVLWLRQ�RI�WKH�:KLWH�PLQRULW\�ZKLOH�VLPXOWDQHRXVO\�GLVHPSRZHULQJ�WKH�%ODFN�PDMRULW\�

)LJXUH��� 5DFLDOO\�6HJPHQWHG�*RYHUQDQFH�8QGHU�$SDUWKHLG
���:LWWHQEHUJ�����������DV�FLWHG�LQ�&KLOHQJD�%XWDR����������

�� 7KH�1DWLRQDO�3DUW\��13��ZDV�IRXQGHG�LQ������WR�VHUYH�WKH�VRFLDO��HFRQRPLF��DQG�QDWLRQDOLVW�LQWHUHVWV�RI�6RXWK
$IULFD¶V�:KLWH�VHWWOHU�FRORQLVWV��,Q�LWV�HDUO\�GD\V��WKH�13�ZDV�SULPDULO\�FRPSRVHG�RI�'XWFK�GHVFHQGHG�$IULNDQHUV�
EXW�ODWHU�JDLQHG�D�IROORZLQJ�RI�(QJOLVK�VSHDNLQJ�:KLWHV��7KLV�SDUW\�ZDV�GHGLFDWHG�WR�XSKROGLQJ�:KLWH�VXSUHPDF\
�L�H���$SDUWKHLG��DQG�FRQWUROOHG�6RXWK�$IULFD¶V�1DWLRQDO�*RYHUQPHQW�IRU�PXFK�RI�WKH�WZHQWLHWK�FHQWXU\²IURP�����
WR�������³1DWLRQDO�3DUW\´��������:KLOH�LQ�SRZHU��WKH�1DWLRQDO�3DUW\�SXUVXHG�UDFLDOO\�RSSUHVVLYH�SROLFLHV�WKDW
HQJHQGHUHG�PDVV�KXPDQ�ULJKWV�DEXVHV��ZLGHVSUHDG�VRFLDO�LQMXVWLFHV��DQG�HFRQRPLF�LQHTXDOLWLHV��$OWKRXJK�IDOO�RI�WKH
$SDUWKHLG�5HJLPH�IROORZLQJ�6RXWK�$IULFD¶V������(OHFWLRQV�PDUNHG�WKH�RIILFLDO�HQG�RI�1DWLRQDO�3DUW\�UXOH��WKH
H[WUHPH�LPSDFWV�WKDW�WKLV�DGPLQLVWUDWLRQ�KDG�RQ�6RXWK�$IULFDQ�VRFLHW\�SHUVLVW�LQ�WKH�SUHVHQW�GD\�



��

������([DPLQLQJ�$SDUWKHLG�*RYHUQDQFH

3ULRU�WR�GHPRFUDWL]DWLRQ��JRYHUQDQFH�ZDV�VRPHZKDW�FHQWUDOL]HG��/RFDO�JRYHUQPHQWV�ZHUH

GHSHQGHQW�XSRQ�WKH�ILVFDO��RUJDQL]DWLRQDO��DQG�DGPLQLVWUDWLYH�UHVRXUFHV�RI�WKH�QDWLRQDO

JRYHUQPHQW�DQG�KDG�OLPLWHG�DXWRQRP\��&DOLW]�DQG�(VVRS�������������7KLV�GHVLJQ�DOORZHG�WKH

LPSOHPHQWDWLRQ�RI�$SDUWKHLG�DW�WKH�ORFDO�OHYHO�DQG�OLPLWHG�WKH�SRWHQWLDO�IRU�ORFDO�JRYHUQPHQWV�WR

UHVLVW�UDFLDOL]HG�UXOH��0DKDUDM�����������8QGHU�WKH�OHDGHUVKLS�RI�WKH�QDWLRQDO�JRYHUQPHQW�

ORFDOLWLHV�PDLQWDLQHG�WKH�SRZHU�RI�WKH�:KLWH�PLQRULW\�DQG�ZRUNHG�WR�FRQWURO�WKH�OLYHV�RI�%ODFN

6RXWK�$IULFDQV�WKURXJK�UHSUHVVLYH�WDFWLFV�LQFOXGLQJ�SROLWLFDO�H[FOXVLRQ�DQG�VSDWLDO�VHSDUDWLRQ

�6ZLOOLQJ�HW�DO������������DV�FLWHG�LQ�0DKDUDM�������������7KH�FHQWUDOL]HG�PRGHO�ZDV�FOHDUO\

ZHOO�VXLWHG�IRU�WKH�1DWLRQDO�3DUW\¶V�UDFLDO�VHJPHQWDWLRQ�JRDOV�

:KLOH�WKH�$SDUWKHLG�HUD�FHUWDLQO\�VDZ�IRUPV�RI�FHQWUDOL]HG�JRYHUQDQFH²DV�UHIOHFWHG�E\

WKH�LGHRORJLFDO�DWWXQHPHQW�EHWZHHQ�WKH�QDWLRQDO�DQG�ORFDO�VSKHUHV�DQG�WKH�VWUXFWXUDO�FRPSRVLWLRQ

RI�JRYHUQPHQW²LW�ZDV�QRW�DQ�HQWLUHO\�FHQWUDOL]HG�V\VWHP��� $�PRUH�DFFXUDWH�DVVHVVPHQW�RI�WKH

DSSURDFK�ZRXOG�DFNQRZOHGJH�WKH�LQKHUHQW�GLVFUHSDQFLHV�LQ�H[SHULHQFHV�RI�JRYHUQPHQW�DFFRUGLQJ

WR�UDFH��VXFK�DV�WKDW�LQYRNHG�E\�WKH VHOHFWLYH�GHFHQWUDOL]DWLRQ FRQFHSWXDOL]DWLRQ��7KH�$SDUWKHLG

V\VWHP�RI�JRYHUQDQFH�OHYHUDJHG�GHFHQWUDOL]DWLRQ�IRU�FHQWUDO�FRQWURO�DQG�UDFLDO�GLYLVLRQ��%DUGKDQ

DQG�0RRNKHUMHH����������DV�FLWHG�LQ�&KLOHQJD�%XWDR������������$V�0DKDUDM��������QRWHV��WKH

DSDUWKHLG�SODQQLQJ�GLVFRXUVH�ZDV�RUJDQLVHG�DORQJ�WKH�OLQHV�RI�UDFLDO�VHSDUDWLRQ�DQG
RSHUDWLRQDOLVHG�WKURXJK�VSDWLDO�SDUWLWLRQ��0RUH�VSHFLILFDOO\��>%ODFN�6RXWK@�$IULFDQV�ZHUH
GHQLHG�DFFHVV�WR��DQG�SDUWLFLSDWLRQ�LQ��DOO�>RIILFLDO�:KLWH@�SROLWLFDO�VWUXFWXUHV��DQG�KHQFH
KDG�OLWWOH�RU�QR�LQIOXHQFH�RQ�GHFLVLRQ�PDNLQJ���±���

7KXV��ZKLOH�WKH�JRYHUQPHQW�ZDV�FHQWUDOL]HG�LQVRIDU�DV�LW�VHUYHG�:KLWH�FRPPXQLWLHV�DQG�WKHLU

LQWHUHVWV��LW�ZDV�VHOHFWLYHO\�GHFHQWUDOL]HG�IRU�%ODFNV�ZKR�ZHUH�ZLGHO\�OHIW�WR�WKHLU�RZQ�GHYLFHV

�� 6RPH�VFKRODUV��VXFK�DV�&DPHURQ��������H[SOLFLWO\�FODLP�WKDW�³6RXWK�$IULFD�KDG�D�FHQWUDOLVHG�IRUP�RI�JRYHUQDQFH´
XQGHU�$SDUWKHLG��&DPHURQ�������V�����$OWKRXJK�WKHUH�ZHUH�FHQWUDOL]HG�FRPSRQHQWV��WKLV�DWWULEXWLRQ�LV�LQFRPSOHWH
DQG�PLVUHSUHVHQWDWLYH�RI�WKH�UDFLDOO\�VHJPHQWHG�VWUXFWXUH�



��

ZKHUH�PDWWHUV�RI�UHSUHVHQWDWLRQ��UHVRXUFH�GLVWULEXWLRQ��SROLWLFDO�DQG�VRFLDO�RUJDQL]DWLRQ��VHUYLFH

SURYLVLRQ��DQG�RWKHU�FRQYHQWLRQDO�WDVNV�RI�JRYHUQPHQW�ZHUH�FRQFHUQHG�

������7KH�*RYHUQDQFH�RI�-RKDQQHVEXUJ�8QGHU�$SDUWKHLG

(VWDEOLVKHG�DV�D�:KLWH�RQO\�FLW\�GXULQJ�WKH�FRORQLDO�DQG�$SDUWKHLG�HUDV��-RKDQQHVEXUJ

ZDV�RQH�RI�WKH�ORFDO�PXQLFLSDOLWLHV�WKDW�ILW�LQWR�WKH�FHQWUDOL]HG�JRYHUQPHQW�VWUXFWXUH�RI�:KLWH

6RXWK�$IULFD��7KURXJKRXW�WKH�WZHQWLHWK�FHQWXU\��-RKDQQHVEXUJ¶V�&LW\�&RXQFLO²SULPDULO\

FRQVLVWLQJ�RI�:KLWH�PDOH�OHDGHUVKLS²UHFHLYHG�VLJQLILFDQW�ILVFDO��PDQDJHULDO��DQG�RUJDQL]DWLRQDO

VXSSRUW�IURP�WKH�FHQWUDO�JRYHUQPHQW��HQDEOLQJ�WKH�UHSOLFDWLRQ�RI�WKH�1DWLRQDO�3DUW\¶V�$SDUWKHLG

DJHQGD�DW�WKH�ORFDO�OHYHO��&LW\�DXWKRULWLHV�VWUDWHJLFDOO\�HQDFWHG�ODZV�WKDW�SULRULWL]HG�WKH�LQWHUHVWV

RI�:KLWHV�DQG�FRQWUROOHG�WKH�DJHQF\�DQG�DELOLWLHV�RI�%ODFNV��7KHVH�LQFOXGHG�SROLFLHV�WKDW�OLPLWHG

XUEDQ�SURSHUW\�ULJKWV��� UDFLDOO\�GLYLGHG�UHVLGHQWLDO VHWWOHPHQW��� DQG�UHVWULFWHG�WKH�DJHQF\�RI

%ODFN�ODERUHUV�� �+DUULVRQ�DQG�=DFN�������������$V D�UHVXOW�RI�LWV�FRQQHFWLRQ�WR�WKH�FHQWUDOL]HG

VWUXFWXUH��-RKDQQHVEXUJ�KDG�WKH�UHVRXUFHV�DQG�LQVWLWXWLRQDO�FDSDFLW\�WR�GHYHORS�LQIUDVWUXFWXUH�DQG

SURYLGH�ORFDO�VHUYLFHV�WR�LWV�:KLWH�LQKDELWDQWV��,Q�FRQWUDVW��%ODFN�PDMRULW\�VHWWOHPHQWV²RIWHQ

IRXQG�LQ�XUEDQ�SHULSKHULHV�DQG�UXUDO�DUHDV²GLG�QRW�KDYH�WKH�FDSDFLW\�WR�SURYLGH�IRU�ORFDO�QHHGV

WKURXJK�VWDWH�LQVWLWXWLRQV�GXH�WR�WKHLU�GHFHQWUDOL]HG�VWUXFWXUH�DQG�DXWRQRP\��,Q�HIIHFW�

&HQWUDOL]DWLRQ�JDYH�-RKDQQHVEXUJ�WKH�UHVRXUFHV�WR�HOHYDWH�LWV�SK\VLFDO��HFRQRPLF��DQG�VRFLDO

SRVLWLRQ�UHODWLYH�WR�GHFHQWUDOL]HG�%ODFN�ORFDOLWLHV��IXUWKHU�VHJPHQWLQJ�VRFLHW\�DFURVV�UDFLDO�OLQHV�

�� ,QIOX[�FRQWURO�PHDVXUHV�DQG�SDVV�ODZV�VRXJKW�WR�HQDEOH�WKH�H[SORLWDWLRQ�RI�FKHDS�%ODFN�ODERU�ZKLOH�VLPXOWDQHRXVO\
SUHYHQWLQJ�LQWHU�UDFLDO�VHWWOHPHQW�LQ�-RKDQQHVEXUJ��6DYDJH�������������%ODFNV�FRXOG�RQO\�ODERU�LQ�-RKDQQHVEXUJ�LI
WKH\�SRVVHVVHG�GRFXPHQWDWLRQ�DOORZLQJ�WKHP�WR�GR�VR��DQG�LI�:KLWH�LQWHUHVWV�GHPDQGHG�WKHP��0HDUV����������

�� 3ROLFLHV�OLNH�WKH�*URXS�$UHDV�$FW��������DVVLJQHG�UDFLDO�FDWHJRULHV��H�J���:KLWH��1DWLYH��&RORXUHG��WR�UHVLGHQWLDO
DUHDV�LQ�-RKDQQHVEXUJ��HQDEOLQJ�$SDUWKHLG�DOLJQHG�VSDWLDO�HQJLQHHULQJ�HIIRUWV�VXFK�DV�UHORFDWLRQ�DQG�LQIRUPDO
VHWWOHPHQW�FOHDULQJ��-RKQVRQ�&DVWOH�������

�� 2QH�RI�WKHVH�SROLFLHV�ZDV�WKH�1DWLYHV��8UEDQ�$UHDV��$FW��������ZKLFK�UHTXLUHG�%ODFNV�DQG�:KLWHV�WR�UHVLGH�LQ
VHSDUDWH�DUHDV�ZLWKLQ�-RKDQQHVEXUJ��&KULVWRSKHU������������



��

������)LQDO�&RPPHQWV�RQ�6HOHFWLYH�'HFHQWUDOL]DWLRQ

2QH�RI�WKH�SULPDU\�RXWFRPHV�RI�WKH�VHOHFWLYH�GHFHQWUDOL]DWLRQ�PRGHO�ZDV�WKH�FXOWLYDWLRQ

RI�UDFLDO�LQHTXDOLW\�DQG�VHJPHQWDWLRQ��:LWK�ORFDO�JRYHUQPHQW�XQGHU�WKH�FHQWUDOL]HG�PRGHO

FRQVLGHUHG�WKH�UHVSRQVLELOLW\�RI�:KLWH�PXQLFLSDOLWLHV�DQG�XVHG�DV�D�WRRO�RI�FRQWURO��UHSUHVVLRQ

DQG�GLVHPSRZHUPHQW�E\�WKH�$SDUWKHLG�6WDWH²DQG�ZLWK�WKH�ORFDO�JRYHUQPHQWV�XQGHU�WKH

GHFHQWUDOL]HG�PRGHO�ODFNLQJ�DGHTXDWH�UHVRXUFHV�DQG�IXQFWLRQDO�FDSDFLWLHV�WR�VHUYH�%ODFN

FRPPXQLWLHV²WKH�%ODFN�PDMRULW\�ZDV�H[FOXGHG�IURP�KDUQHVVLQJ�RU�EHQHILWWLQJ�IURP�VWDWH

UHVRXUFHV�� �%HNNHU�DQG�-HIIHU\���������DV�FLWHG�LQ 0DKDUDM�������������7KH�UDFLDOL]DWLRQ�RI

JRYHUQDQFH�XQGHU�$SDUWKHLG�HPEROGHQHG�WKH�SXUVXLW�RI�WKH�1DWLRQDO�3DUW\¶V�VRFLDO��SROLWLFDO�

VSDWLDO��DQG�HFRQRPLF�JRDOV�DW�PXOWLSOH�OHYHOV�RI�VRFLHW\��HQVXULQJ�WKH�YLDELOLW\�RI�WKLV�SROLWLFDO

V\VWHP��*RYHUQPHQW�ZDV�QRW�LQWHQGHG�WR�SURYLGH�IRU�WKH�QHHGV�RI�6RXWK�$IULFDQV�DW�ODUJH��EXW

UDWKHU�WR�XSKROG�WKH�SRZHU�RI�WKH�:KLWH�PLQRULW\�DW�WKH�H[SHQVH�RI�WKH�%ODFN�PDMRULW\�

����'HFHQWUDOL]DWLRQ��,PSHWXV��,PSOLFDWLRQV��DQG�2EOLJDWLRQV

7KH�HQG�RI�$SDUWKHLG�EURXJKW�DQ�HUD�RI�GHFHQWUDOL]HG��GHPRFUDWLF�JRYHUQPHQW�WR�6RXWK

$IULFD��3LHWHUVH������������'HFHQWUDOL]DWLRQ�RIIHUHG�QHZ�RSSRUWXQLWLHV�IRU�SROLWLFDO�HQJDJHPHQW

DQG�DJHQF\�E\�HPSRZHULQJ�WKH�ORFDO�VSKHUH��FRQWUDVWLQJ�ZLWK�WKH�DSSURDFK�RI�WKH�$SDUWKHLG�HUD

ZKLFK�XVHG�JRYHUQPHQW�DV�D�WRRO�RI�GLVHPSRZHUPHQW�DQG�VRFLDO��HFRQRPLF��DQG�SROLWLFDO

�� 7KLV�EULHI�RYHUYLHZ�RI�$SDUWKHLG�HUD�JRYHUQDQFH�LV�LQFRPSOHWH�ZLWKRXW�FRQVLGHUDWLRQ�RI�WKH�%DQWXVWDQV��$OVR
NQRZQ�DV�%ODFN�+RPHODQGV�DQG�%DQWX�6WDWHV��WKHVH�DUHDV�ZHUH�ORFDWHG�LQ�UXUDO�DUHDV�RI�6RXWK�$IULFD��7KH\�HYROYHG
RXW�RI�WKH�/DQG�$FW�RI������ZKLFK�VHW�DVLGH���SHUFHQW��ODWHU�LQFUHDVHG�WR����SHUFHQW��RI�6RXWK�$IULFD¶V�ODQG�IRU�%ODFN
VHWWOHPHQW��)HUJXVRQ������������7KH�$SDUWKHLG�6WDWH�OHYHUDJHG�WKH�%DQWXVWDQV�WR�OHJLWLPL]H�UDFLDO�GLIIHUHQWLDWLRQ�
7KH\�ZHUH�UHPRYHG�IURP�WKH�PDLQ�HFRQRPLF�FHQWHUV�RI�6RXWK�$IULFD��OLPLWLQJ�WKH�RSSRUWXQLWLHV�WKDW�ZHUH�DYDLODEOH
WR�WKRVH�ZKR�ZHUH�IRUFHG�WR�OLYH�ZLWKLQ�WKHP��1REOH�DQG�:ULJKW������DV�FLWHG�LQ�%XUJHU�HW�DO������������±������
$OLJQLQJ�ZLWK�WKH�VHOHFWLYH�GHFHQWUDOL]DWLRQ�DSSURDFK��WKH�%DQWXVWDQV�UHFHLYHG�OLWWOH�WR�QR�IXQGLQJ�IURP�WKH�FHQWUDO
JRYHUQPHQW��HQWUHQFKLQJ�VSDWLDO�GLYLVLRQV��%XUJHU�HW�DO���������������)RU�DOO�LQWHQWV�DQG�SXUSRVHV��WKHVH�DUHDV�ZHUH
FRQFHLYHG�RI�DV�LQGHSHQGHQW�SROLWLFDO�XQLWV�WKDW�FRXOG�GHYHORS�LQGHSHQGHQWO\��)HUJXVRQ������������7KLV�GLVWLQFWLYH
VHSDUDWLRQ�EHWZHHQ�JRYHUQDQFH�LQ�:KLWH�6RXWK�$IULFD�DQG�WKH�%ODFN�+RPHODQGV�KDG�VLJQLILFDQW�LPSOLFDWLRQV��1RW
RQO\�GLG�LW�SURGXFH�P\ULDG�UDFLDOO\�GLYLGHG�LQVWLWXWLRQDO�VWUXFWXUHV��LW�DOVR�PHDQW�WKDW�WKHUH�ZDV�D�FRPSOHWH�DEVHQFH
RI�HIIHFWLYH�ORFDO�JRYHUQPHQW�LQ�UXUDO�DUHDV�RXWVLGH�RI�IRUPHU�:KLWH�DUHDV��%HDOO�����������7KLV�FRPSOLFDWHG�WKH�WDVN
RI�SRVW�$SDUWKHLG�JRYHUQDQFH��HVSHFLDOO\�JLYHQ�WKH�HPEUDFH�RI�D�GHFHQWUDOL]HG�PRGHO�



��

H[FOXVLRQ��'HYROYHG�SRZHU�PHDQW�ORFDO�LQGHSHQGHQFH�DQG�WKH�SRWHQWLDO�WR�EXLOG�WKH�LQWHUHVWV�RI

PDUJLQDOL]HG�JURXSV�LQWR�WKH�SROLW\��0XUUD\�DQG�6LPHRQ�������������7KLV�FRQFHUWHG�HPSKDVLV�RQ

SDUWLFLSDWLRQ�UHIOHFWHG�WKH�QHZ�JRYHUQPHQW¶V�FRPPLWPHQW�WR�UHDOL]LQJ�VSDWLDO�MXVWLFH��VRFLDO

HTXDOLW\��DQG�HQVXULQJ�XQLYHUVDO�ULJKWV�E\�DOLJQLQJ�VWDWH�LQVWLWXWLRQV�ZLWK�ORFDO�QHHGV�

)XUWKHUPRUH��WKH�GHFHQWUDOL]HG�DSSURDFK�DGGUHVVHG�FRQFHUQV�RYHU�GHPRFUDWL]DWLRQ�EHLQJ�PRUH�RI

D�SHUIRUPDWLYH�JHVWXUH�WKDQ�D�OLYHG�UHDOLW\�LQ�6RXWK�$IULFD��$V�MRXUQDOLVW�/\QGD�6FKXVWHU�QRWHV�

WR�OHJLVODWH�DZD\�ZKLWH�PLQRULW\�UXOH�DW�WKH�QDWLRQDO�OHYHO²DV�KDSSHQHG��LQ�HVVHQFH��LQ
WKH������HOHFWLRQV²ZDV�RQH�WKLQJ��WR�DEROLVK�DSDUWKHLG�ORFDOO\��ZKHUH�LW�KDV�DVVXPHG
VRPH�RI�LWV�PRVW�RGLRXV�IRUPV��LV�TXLWH�DQRWKHU«�*RYHUQPHQW�DIIHFWV�SHRSOH
V�GDLO\�OLYHV
PRVW�DW�WKH�ORFDO�OHYHO��WKDW�LV�ZKHUH�WKH�SURPLVHV�WR�UHGUHVV�DSDUWKHLG
V�LQMXVWLFHV�PXVW�EH
NHSW��ZKHUH�WKH�UHDO�FKDQJHV�LQ�6RXWK�$IULFD�ZLOO�EH�IHOW��ZKHUH�GHPRFUDF\�ZLOO�HLWKHU
VXFFHHG�RU�VWXPEOH��6FKXVWHU�������

'HFHQWUDOL]DWLRQ²XQGHUVWRRG�DV�D�ZD\�WR�FRXQWHUDFW�$SDUWKHLG�E\�HQKDQFLQJ�SROLWLFDO

SDUWLFLSDWLRQ�DQG�LPSURYLQJ�VWDWH�DFFRXQWDELOLW\��WUDQVSDUHQF\��HIILFLHQF\��DQG

UHVSRQVLYHQHVV²ZDV�IRXQGDWLRQDO�WR�YLVLRQV�RI�D�UDFLDOO\�HTXDO�6RXWK�$IULFD��%HDOO����������

7KLV�SRVLWLRQLQJ�DOVR�PLUURUHG�WKH�PRUHV�RI�WKH�ULJKW�WR�WKH�FLW\�LPSHUDWLYH�LQVRIDU�DV�LW�UHRULHQWHG

WKH�VWUXFWXUH�RI�GHFLVLRQ�PDNLQJ�DZD\�IURP�D�FHQWUDOL]HG�DQG�FRQWH[W�GHWDFKHG�DXWKRULW\�DQG

WRZDUGV�WKH�SHRSOH��3XUFHOO�������������7KH�GHFHQWUDOL]HG�PRGHO�RIIHUHG�6RXWK�$IULFDQV�QHZ

DYHQXHV�WR�DSSURSULDWH��FKDQJH��DQG�RFFXS\�VSDFH��DOORZLQJ�QHZ�LPDJLQDWLRQV�DQG�SRVVLELOLWLHV�

8QGHU�WKH�GHFHQWUDOL]HG�V\VWHP��ORFDO�JRYHUQPHQWV�EHFDPH�WKH�LPSOHPHQWLQJ

PHFKDQLVPV�IRU�WKH�SURPLVHV�PDGH�E\�QDWLRQDO�DXWKRULWLHV��7UDQVIRUPLQJ�6RXWK�$IULFD�LQWR�D

5DLQERZ�1DWLRQ²DOWKRXJK�D�QDWLRQDOO\�DUWLFXODWHG�LPSHUDWLYH²ZDV�QRW�LPDJLQHG�DV�WKH�VROH

UHVSRQVLELOLW\�RI�WKH�FHQWUDO�JRYHUQPHQW��5DWKHU��LQ�DGGLWLRQ�WR�SURYLGLQJ�EDVLF�VHUYLFHV�DQG

DGPLQLVWUDWLYH�IXQFWLRQV��PXQLFLSDOLWLHV�ZHUH�H[SHFWHG�WR�RYHUFRPH�ORFDO�PDQLIHVWDWLRQV�RI

$SDUWKHLG¶V�VSDWLDO�DQG�HFRQRPLF�HQJLQHHULQJ��DQG�SXUVXH�GHYHORSPHQW�SURMHFWV��'HZDU������DV

FLWHG�LQ�3LHWHUVH������������7KLV�ZLGH�UDQJH�RI�XQSUHFHGHQWHG�REOLJDWLRQV�LV�VLJQLILFDQW�



��

HVSHFLDOO\�JLYHQ�WKH�IDFW�WKDW�ORFDO�JRYHUQPHQWV�ZHUH�QRW�QHFHVVDULO\�HQGRZHG�ZLWK�WKH�UHVRXUFHV

RU�FDSDFLWLHV�WR�DGGUHVV�DOO�RI�WKHLU�QHZO\�GHYROYHG�UROHV��1HYHUWKHOHVV��GHFHQWUDOL]DWLRQ�ZDV

DGYRFDWHG�DV�D�SDWKZD\�WR�WUDQVIRUPDWLYH�FKDQJH�DQG�VRFLDO�SURJUHVV��LQIOXHQFLQJ�LWV�XSWDNH�

7KH�MXVWLFH�EDVHG�LPSHWXV�IRU�GHFHQWUDOL]HG�JRYHUQDQFH�LQ�6RXWK�$IULFD�PXVW�QRW�EH

FRQVLGHUHG�LQ�LVRODWLRQ�IURP�WKH�EURDGHU�FRQWH[W��'HFHQWUDOL]DWLRQ²DIILOLDWHG�ZLWK�QHROLEHUDO

YDOXHV�LQFOXGLQJ�PDUNHW�OLEHUDOL]DWLRQ�DQG�SULYDWL]DWLRQ²ZDV�D�SRSXODU�LGHD�LQ�JOREDO

GHYHORSPHQW�GLVFRXUVHV�GXULQJ�WKH�ODWH�WZHQWLHWK�FHQWXU\��,QIOXHQWLDO�DGYLVRU\�RUJDQL]DWLRQV�OLNH

WKH�:RUOG�%DQN��,QWHUQDWLRQDO�0RQHWDU\�)XQG��DQG�WKH�8QLWHG�1DWLRQV�&RPPLVVLRQ�IRU�+XPDQ

6HWWOHPHQWV�VXSSRUWHG�WKLV�VWUDWHJ\�DQG�FLWHG�LWV�SRWHQWLDO�WR�VSUHDG�GHPRFUDF\��HQKDQFH�VWDWH

HIILFLHQF\��DQG�IDFLOLWDWH�HFRQRPLF�JURZWK��%DUGKDQ������������0DKDUDM����������3DUQHOO�DQG

5RELQVRQ������������0LUDIWDE�DQG�.XGYD������������1HO�DQG�%LQQV�������������$FFRUGLQJ�WR�D

VWXG\�E\�&URRN�DQG�0DQRU���������DURXQG����SHUFHQW�RI�FRXQWULHV�DFURVV�WKH�JOREH�KDG

LPSOHPHQWHG�VRPH�IRUP�RI�GHFHQWUDOL]HG�JRYHUQDQFH�E\�WKH�PLG�����V��DIILUPLQJ�WKDW�WKLV�ZDV

QRW�D�QRYHO�DSSURDFK��&URRN�DQG�0DQRU������DV�FLWHG�LQ�)R[�DQG�*RRGIHOORZ�������������7KXV�

DOWKRXJK�GHFHQWUDOL]DWLRQ�ZDV�DUWLFXODWHG�DV�DQ�HVVHQWLDO�DVSHFW�RI�SRVW�$SDUWKHLG�QDWLRQ�EXLOGLQJ

DQG�DFWXDOL]LQJ�5DLQERZ�1DWLRQ�LGHDOV��WKH�GHFLVLRQ�WR�DGRSW�WKLV�PRGHO�ZDV�DOVR�LQIOXHQFHG�E\

IDFWRUV�WKDW�ZHUH�XQUHODWHG�WR�WKH�6RXWK�$IULFDQ�FRQWH[W�

������&RQWH[WXDOL]LQJ�-RKDQQHVEXUJ¶V�3RVW�$SDUWKHLG�/DQGVFDSH

1DWLRQDO�GHPRFUDWL]DWLRQ�DQG�FRQFXUUHQW�JRYHUQPHQW�UHVWUXFWXULQJ�EURXJKW�PDMRU

FKDQJHV�WR�WKH�&LW\�RI�-RKDQQHVEXUJ��2Q�SDSHU��-RKDQQHVEXUJ�ZDV�QR�ORQJHU�DQ�HQFODYH�RI

$SDUWKHLG�EXW�ZDV�UDWKHU�D�FLW\�RSHQ�WR�DOO�6RXWK�$IULFDQV��LQGLVFULPLQDWH�RI�UDFLDO�LGHQWLW\��7KLV

QHZ�SRVLWLRQLQJ�ZDV�VLJQLILFDQW��,Q�WKH�ILUVW�GHFDGH�IROORZLQJ�WKH�HQG�RI�$SDUWKHLG�



��

-RKDQQHVEXUJ¶V�SRSXODWLRQ�JUHZ�E\�RYHU�RQH�PLOOLRQ�SHRSOH²IURP�MXVW�XQGHU�����PLOOLRQ�LQ

�����WR�MXVW�RYHU�����PLOOLRQ�LQ�����²DV�IRUPHUO\�H[FOXGHG�6RXWK�$IULFDQV�DVSLUHG�WR�HQJDJH

ZLWK�XUEDQ�RSSRUWXQLWLHV��³-RKDQQHVEXUJ´��������2YHU�WKLV�SHULRG��-RKDQQHVEXUJ�DOVR�VDZ�WKH

LQIOX[�RI�QHZ�SULYDWH�LQYHVWPHQWV��H[SHULHQFHG�FRQVLGHUDEOH�HFRQRPLF�JURZWK�� DQG�XQGHUZHQW

HFRQRPLF��SROLWLFDO��DQG�LQVWLWXWLRQDO�VKLIWV��:LQNOHU�������������,W�VHHPHG²DW�OHDVW

LQLWLDOO\²WKDW�-RKDQQHVEXUJ�ZDV�WUDQVIRUPLQJ�LQWR�D�FLW\�WKDW�ZDV�VRFLDOO\�LQFOXVLYH��RSHQ�WR�QHZ

DFWRUV��DQG�FRPPLWWHG�WR�UHFWLI\LQJ�LWV�SDVW�

3RSXODWLRQ�JURZWK�DQG�SULYDWH�GHYHORSPHQW�EURXJKW�QHZ�FKDOOHQJHV�DQG�TXHVWLRQV�WR

-RKDQQHVEXUJ��7KH�FLW\¶V�SRSXODWLRQ�ERRP�ZDV�PRVWO\�H[SODLQHG�E\�%ODFN�PLJUDQWV�UHORFDWLQJ

IURP�UXUDO�DUHDV�WR�LQIRUPDO�VHWWOHPHQWV�QHDU�KLVWRULFDOO\�%ODFN�WRZQVKLSV�LQ�-RKDQQHVEXUJ¶V

SHULSKHU\��%UDGORZ������������&RQFXUUHQWO\��SULYDWH�LQYHVWPHQWV�OHG�WR�WKH�HVWDEOLVKPHQW�RI

PDOOV��FRUSRUDWH�RIILFHV��DQG�RWKHU�LQVWLWXWLRQV�WKDW�UHIOHFWHG�WKH�LQWHUHVWV�RI�-RKDQQHVEXUJ¶V

ZHOO�RII�LQKDELWDQWV²DQG�WKXV�GLG�QRW�DLP�WR�VHUYH�VRFLDOO\�DQG�HFRQRPLFDOO\�H[FOXGHG

JURXSV²WKURXJKRXW�WKH�FLW\��%UDGORZ������������7KHVH�SDWWHUQV�PLUURUHG�WKH�FLW\¶V

$SDUWKHLG�HUD�VHJPHQWDWLRQ��ZLWK�:KLWHV�FRQFHQWUDWHG�QHDU�WKH�FRUH�DQG�ZLWK�UHDG\�DFFHVV�WR

VHUYLFHV��DPHQLWLHV��DQG�HFRQRPLF�RSSRUWXQLWLHV�DQG�%ODFNV�ORFDWHG�LQ�OHVV�GHYHORSHG�DUHDV�WKDW

ZHUH�IDU�UHPRYHG�IURP�WKHVH�VDPH�UHVRXUFHV�

7KH�LQYROYHPHQW�RI�SULYDWH�FDSLWDO�FRLQFLGHG�ZLWK�-RKDQQHVEXUJ¶V�EURDGHU�VWUXFWXUDO

HFRQRPLF�VKLIWV��'XULQJ�WKH�ODWH�WZHQWLHWK�FHQWXU\��-RKDQQHVEXUJ¶V�SULPDU\�DQG�VHFRQGDU\

VHFWRUV²FKDUDFWHUL]HG�E\�LQGXVWULHV�VXFK�DV�PDQXIDFWXULQJ�DQG�PLQLQJ²VKUXQN�DV�WHUWLDU\

VHFWRU�LQGXVWULHV²LQFOXGLQJ�VHUYLFH�EDVHG�MREV�LQ�FRPPHUFH��ILQDQFH��DQG�EDQNLQJ²JUHZ��7KH

GHFOLQH�RI�PDQXDO�MREV�GHHSHQHG�LQHTXDOLW\�E\�OLPLWLQJ�RSSRUWXQLWLHV�IRU�ODERU�PDUNHW

�� %HWZHHQ������DQG�������-RKDQQHVEXUJ¶V�DYHUDJH�*'3�JURZWK�UDWH�ZDV�����SHUFHQW��KLJKHU�WKDQ�SURYLQFLDO�����
SHUFHQW��DQG�QDWLRQDO�DYHUDJHV������SHUFHQW���³(FRQRPLF�*URZWK´��������7KLV�LV�ODUJHO\�GXH�WR�JURZWK�LQ�WKH
ILQDQFLDO�DQG�EXVLQHVV�VHUYLFHV�VHFWRUV�ZKLFK�FRQVLVWHQWO\�RXWSHUIRUP�DYHUDJH�UDWHV��³(FRQRPLF�*URZWK´�������



��

SDUWLFLSDWLRQ�DPRQJ�WKRVH�ZKR�ODFNHG�VXIILFLHQW�HGXFDWLRQ��VNLOOV��DQG�H[SHULHQFH�� WR�ILQG�ZRUN

LQ�WKH�FRPSHWLWLYH�WHUWLDU\�VHFWRU��%HDOO��&UDQNVKDZ��DQG�3DUQHOO������������)XUWKHUPRUH��JLYHQ

WKH�EURDGHU�FRQWH[W�RI�SULPDULO\�%ODFN�UXUDO�WR�XUEDQ�PLJUDWLRQ��MRE�VFDUFLW\��DQG�DQ�RIILFLDO�FLW\

XQHPSOR\PHQW�UDWH�� KRYHULQJ�DURXQG����SHUFHQW��WKH ODFN�RI�LQFOXVLYH�HFRQRPLF�RSSRUWXQLWLHV

IXUWKHU�VHJPHQWHG�-RKDQQHVEXUJ�DQG�FRPSOLFDWHG�WKH�WDVN�RI�GHFHQWUDOL]HG�JRYHUQDQFH�

-RKDQQHVEXUJ¶V�SRVW�$SDUWKHLG�VKLIWV�SODFHG�QHZ�SUHVVXUHV�RQ�LWV�SK\VLFDO�LQIUDVWUXFWXUH�

VSDWLDO�OD\RXW��DQG�WKH�DYDLODELOLW\�RI�RSSRUWXQLWLHV��VWUHQJWKHQLQJ�H[LVWLQJ�LQHTXDOLWLHV�DQG

UHSOLFDWLQJ�$SDUWKHLG�SDWWHUQV��%UDGORZ������������$V�WKH�HFRQRPLF�SRZHUKRXVH�RI�WKH�FRXQWU\�

-RKDQQHVEXUJ¶V�&LW\�*RYHUQPHQW�ZDV�DOVR�LPSOLFDWHG�LQ�WKH�SXUVXLW�RI�JURZWK�DQG�HFRQRPLF

GHYHORSPHQW��3DUQHOO�DQG�5RELQVRQ�������������:KLOH�SULYDWH�LQYHVWPHQW�DOLJQHG�ZLWK�WKH�JRDOV

RI�HFRQRPLF�JURZWK�DQG�GHYHORSPHQW��LW�XQGHUPLQHG�WKH�FLW\¶V�UHVSRQVLELOLW\�WR�UHDOL]H�VRFLDO�

VSDWLDO��DQG�HFRQRPLF�HTXDOLW\�E\�IXQFWLRQLQJ�DV�D�YHFWRU�RI�H[FOXVLRQ��6LPLODUO\��ZKLOH

SRSXODWLRQ�JURZWK�LQYROYHG�QHZ�DQG�GLYHUVH�DFWRUV�LQ�ORFDO�JRYHUQPHQW�GHFLVLRQ�PDNLQJ�

VHWWOHPHQW�SDWWHUQV�UHIOHFWHG�$SDUWKHLG�VHJPHQWDWLRQ²ZLWK�:KLWHV�FRQFHQWUDWHG�LQ�OLYDEOH�

SODQQHG��DQG�ZHOO�PDLQWDLQHG�DUHDV�SUR[LPDWH�WR�HFRQRPLF�RSSRUWXQLWLHV�DQG�SXEOLF�VHUYLFHV�

DQG�%ODFNV�ZLGHO\�UHOHJDWHG�WR�XQSODQQHG�VKDQW\WRZQV�WKDW�ZHUH�GLVFRQQHFWHG�IURP�WKH�IRUPDO

HFRQRP\²UHDIILUPLQJ�WKH�UDFLDOL]DWLRQ�RI�VSDFH�DQG�HPSOR\PHQW��'HFHQWUDOL]DWLRQ�PHDQW�WKDW

�� 7KH�RIILFLDO�XQHPSOR\PHQW�UDWH�UHIOHFWV�WKH�QXPEHU�RI�SHRSOH�ZKR�DUH�DFWLYHO\�VHHNLQJ�ZRUN�DV�D�SURSRUWLRQ�RI�WKH
HQWLUH�ODERU�IRUFH��1RWDEO\��WKLV�PHWULF�H[FOXGHV�GLVFRXUDJHG�ZRUNHUV��L�H���WKRVH�QR�ORQJHU�ORRNLQJ�IRU�MREV�LQ�WKH
IRUPDO�HFRQRP\���DQG�WKHUHIRUH�PD\�QRW�EH�IXOO\�UHSUHVHQWDWLYH�RI�WKH�DFWXDO�QXPEHU�RI�SHRSOH�ZKR�DUH�XQHPSOR\HG�

�� 6RXWK�$IULFDQV�KDG�VWDUNO\�GLIIHUHQW�RSSRUWXQLWLHV�IRU�KXPDQ�FDSLWDO�DFFXPXODWLRQ�DFFRUGLQJ�WR�WKHLU�UDFH��:KLWHV
W\SLFDOO\�UHVLGHG�LQ�FRPPXQLWLHV�ZLWK�UHOLDEOH�DFFHVV�WR�LQIUDVWUXFWXUH��HGXFDWLRQ��DQG�ZHOO�IXQGHG�VRFLDO�VHUYLFHV�
&RQYHUVHO\��%ODFN�DUHDV�W\SLFDOO\�KDG�G\VIXQFWLRQDO�V\VWHPV�RI�JRYHUQPHQW��XQGHUIXQGHG�VFKRROV��DQG�OLPLWHG
HPSOR\PHQW�RSSRUWXQLWLHV��)LVNH�DQG�/DGG�������������7KLV�VHJPHQWDWLRQ�SUHSDUHG�WKHVH�JURXSV�IRU�GLIIHUHQW
HFRQRPLF�UROHV��XQVNLOOHG�MREV�ZHUH�DOPRVW�HQWLUHO\�ILOOHG�E\�%ODFN�$IULFDQV�ZKHUHDV�VNLOOHG�MREV�GLVSURSRUWLRQDWHO\
HPSOR\HG�:KLWHV��%HDOO��&UDQNVKDZ��DQG�3DUQHOO������������$V�-RKDQQHVEXUJ�GHLQGXVWULDOL]HG��WKH�DYDLODELOLW\�RI
ORZ�VNLOO��PDQXDO�MRE�RSSRUWXQLWLHV�GHFUHDVHG��FDXVLQJ�KLJKHU�XQHPSOR\PHQW�DPRQJ�%ODFNV�EHFDXVH�WKH\�ZHUH�OHVV
HQGRZHG�ZLWK�FRPSHWLWLYH�VNLOOV�WKDW�ZRXOG�HQDEOH�WKHP�WR�DGDSW�WR�D�FKDQJLQJ�HFRQRPLF�VWUXFWXUH��%HDOO�
&UDQNVKDZ��DQG�3DUQHOO�����������



��

WKH�&LW\�RI�-RKDQQHVEXUJ�IDFHG�WKH�FKDOOHQJH�RI�QHJRWLDWLQJ�EHWZHHQ�GLYHUJLQJ�REOLJDWLRQV�DQG

JRDOV�LQ�D�YDVWO\�XQHTXDO�FRQWH[W�WKDW�ZDV�LQKHULWHG�IURP�WKH�$SDUWKHLG�HUD�

������-RKDQQHVEXUJ¶V�'HFHQWUDOL]HG�3ROLF\�$JHQGDV

:KLOH�GHFHQWUDOL]DWLRQ�ZDV�FHOHEUDWHG�IRU�LWV�VRFLDO�MXVWLFH��KXPDQ�ULJKWV��DQG�UDFLDO

HTXDOLW\�LPSOLFDWLRQV�DW�WKH�QDWLRQDO�OHYHO��WKH�IRFXV�LQ�-RKDQQHVEXUJ�ZDV�VOLJKWO\�GLIIHUHQW��7KH

IDOO�RI�$SDUWKHLG�EURXJKW�DQ�HQG�WR�WKH�FHQWUDOL]HG�JRYHUQDQFH�PRGHO�ZKLFK�KDG�KLVWRULFDOO\

IXQGHG�DQG�VXSSRUWHG�VHOHFW�PXQLFLSDOLWLHV�WKURXJKRXW�6RXWK�$IULFD��$V�D�UHVXOW�RI�WKLV�WUDQVLWLRQ�

-RKDQQHVEXUJ¶V�ILQDQFLDO�FRQGLWLRQ�DQG�RUJDQL]DWLRQDO�VWUXFWXUH�ZHUH�LQ�GLVDUUD\��,Q�RUGHU�WR

DGGUHVV�WKH�FKDOOHQJHV�RI�H[WUHPH�LQHTXDOLW\�DQG�SXUVXH�5DLQERZ�1DWLRQ�JRDOV��WKH�&LW\

*RYHUQPHQW�LPSOHPHQWHG�VWUDWHJLHV�WKDW�VLPXOWDQHRXVO\�HQJDJHG�WKH�RVWHQVLEO\�RSSRVLQJ

REMHFWLYHV�RI�SRYHUW\�UHOLHI�DQG�HFRQRPLF�JURZWK��3DUQHOO�DQG�5RELQVRQ������������

'HFHQWUDOL]HG�JRYHUQDQFH�OHYLHG�D�ZLGH�UDQJH�RI�REOLJDWLRQV�RQWR�-RKDQQHVEXUJ�DQG�OHG�WKH�&LW\

*RYHUQPHQW�WR�HQDFW�SROLFLHV�WKDW�GLG�QRW�QHFHVVDULO\�RIIHU�MXVWLFH�RU�ULJKWV�EDVHG�LPSURYHPHQWV�

7KH�$1&�DIILOLDWHG�&LW\�*RYHUQPHQW�DWWHPSWHG�WR�GHYHORS�D�GHFHQWUDOL]HG�PRGHO�RI

XUEDQ�JRYHUQDQFH�� WKDW�DOLJQHG�ZLWK�5DLQERZ�1DWLRQ LGHDOV��HQDEOHG�VRFLR�HFRQRPLF

UHFRQVWUXFWLRQ��DQG�SURYLGHG�VHUYLFHV��%HDOO��&UDQNVKDZ��DQG�3DUQHOO������������7KURXJK

FROODERUDWLRQ�ZLWK�VWDNHKROGHUV²LQFOXGLQJ�$1&�OHDGHUV��XQLRQ�UHSUHVHQWDWLYHV��SULYDWH

FRUSRUDWLRQV��DQG�FRQVWLWXHQWV²WKH�&LW\�*RYHUQPHQW�GHYHORSHG�L*ROL�������/DXQFKHG�LQ������

WKLV�SODQ�FUHDWHG�-RKDQQHVEXUJ¶V�LQWHJUDWHG�PHWURSROLWDQ�JRYHUQPHQW��� XQLILHG�WKH�WD[�EDVH��DQG

DOORZHG�SULYDWH�FRPSDQLHV�WR�DLG�LQ�WKH�SURYLVLRQ�RI�XUEDQ�VHUYLFHV�LQ�RUGHU�WR�DGGUHVV�EDFNORJV

�� L*ROL������PDGH�-RKDQQHVEXUJ�D�³8QLFLW\´�E\�EULQJLQJ�WRJHWKHU�IRUPHUO\�VHJPHQWHG�DUHDV�DQG�JRYHUQPHQW
VWUXFWXUHV�DQG�HVWDEOLVKLQJ�QHZ�FLW\�ERXQGDULHV��3DUQHOO�DQG�5RELQVRQ������������

�� 7KHVH�XUEDQ�JRYHUQDQFH�PRGHOV�DUH�DOVR�FDOOHG�&LW\�'HYHORSPHQW�6WUDWHJLHV��&'6��DQG�8UEDQ�'HYHORSPHQW
6WUDWHJLHV��8'6��LQ�WKH�OLWHUDWXUH�



��

�3DUQHOO�DQG�5RELQVRQ�������������L*ROL������ZDV�D�SROLWLFDOO\�SRODUL]LQJ�DQG�FRQWHVWHG�VWUDWHJ\

EHFDXVH�LW�HPEUDFHG�QHROLEHUDO�LGHRORJLHV�E\�PDNLQJ�D�UROH�IRU�WKH�SULYDWH�VHFWRU�LQ�WDVNV�RI�ORFDO

JRYHUQPHQW��6LKORQJRQ\DQH�����������'HVSLWH�WKH�EURDGHU�LPSOLFDWLRQV�RI�SULYDWL]DWLRQ��RQH�RI

LWV�PRWLYDWLRQV�ZDV�WR�KHOS�WKH�&LW\�*RYHUQPHQW�UHDOL]H�LWV�SRVW�$SDUWKHLG�REOLJDWLRQV�

L*ROL����� VHW�WKH�VWDJH�IRU�L*ROL����� �YLVLRQLQJ EHJDQ�LQ������� ZKLFK�IXUWKHU

FRQVROLGDWHG�-RKDQQHVEXUJ¶V�PHWURSROLWDQ�VWUXFWXUH�DQG�DVVHUWHG�WKH�LPSRUWDQFH�RI�HFRQRPLF

JURZWK�IRU�SURYLGLQJ�EDVLF�QHHGV��3DUQHOO�DQG�5RELQVRQ�������������7KLV�IUDPHZRUN�PDGH

JUHDWHU�SURYLVLRQV�IRU�WKH�SULYDWH�VHFWRU�DQG�HVWDEOLVKHG�D�YLVLRQ�RI�WXUQLQJ�-RKDQQHVEXUJ�LQWR�D

JOREDOO\�FRPSHWLWLYH�³:RUOG�&ODVV�$IULFDQ�&LW\´��6LKORQJRQ\DQH�����������$OWKRXJK�L*ROL�����

HYLGHQFHG�WKH�&LW\�*RYHUQPHQW¶V�HPEUDFH�RI�SULYDWH�DFWRUV�DQG�PDUNHW�IRUFHV�DV�D�ZD\�WR�UHDOL]H

VRFLDO�SURJUHVV��LW�ZDV�SURGXFHG�E\�D�SDUWLFLSDWRU\�FLW\�YLVLRQLQJ�SURFHVV�WKDW�LQYROYHG�D�QXPEHU

RI�VWDNHKROGHUV��6LKORQJRQ\DQH�����������7KLV�DWWULEXWH�DOLJQHG�ZLWK�WKH�JRDO�RI�GHFHQWUDOL]HG

JRYHUQDQFH�RI�JLYLQJ�FRQVWLWXHQWV�D�VD\�LQ�WKH�JRYHUQPHQW¶V�SROLF\�PHDVXUHV�DQG�GHFLVLRQV���

)ROORZLQJ�WKH�L*ROL SODQV�ZDV�-REXUJ����� �HQDFWHG LQ������� D�SROLF\�DJHQGD�WKDW�ZDV

LQIOXHQFHG�E\�L*ROL������EXW�PRUH�FOHDUO\�OLQNHG�WR�GLVFRXUVHV�RI�JOREDOL]DWLRQ�DQG�QHROLEHUDO

HFRQRPLFV��6LKORQJRQ\DQH�����������-REXUJ������SURPRWHG�-RKDQQHVEXUJ�DV�D�ZRUOG�FODVV�FLW\

WKDW�ZDV�RSHQ�WR�H[WHUQDO�FDSLWDO��LQWHUQDWLRQDO�FRPSHWLWLRQ��DQG�SULYDWH�DFWRUV��3DUQHOO�DQG

5RELQVRQ�������������$FFRUGLQJ�WR�DQ�DQDO\VLV�E\�6LKORQJRQ\DQH���������-REXUJ����� VRXJKW�WR

PDNH�WKH�FLW\�PRUH�FRPSHWLWLYH�DQG�DWWUDFW�SULYDWH�LQYHVWPHQW�E\�HQFRXUDJLQJ�D

VKLIW�WRZDUGV�KLJK�YDOXH�DGGHG�PDQXIDFWXULQJ�DQG�D�VWURQJHU�VHUYLFH�HFRQRP\��HQDEOLQJ
WKH�FLW\�WR�HPHUJH�DV�DQ�H[SRUW�RULHQWHG�KXE��FORVHO\�LQWHJUDWHG�LQWR�WKH�JOREDO�HFRQRP\
ZLWK�DQ�HPSKDVLV�RQ�WUDGH��WUDQVSRUW��LQIRUPDWLRQ��FRPPXQLFDWLRQV�DQG�WHFKQRORJ\��,&7��
ILQDQFH��EXVLQHVV�VHUYLFHV��DQG�WRXULVP�����

�� 1RWDEO\��L*ROL������ZDV�QHYHU�IRUPDOO\�LPSOHPHQWHG�E\�WKH�-RKDQQHVEXUJ�&LW\�*RYHUQPHQW�GXH�WR�LQWHUUXSWLRQV
IURP�WKH�PXQLFLSDO�HOHFWLRQV�LQ�������3DUQHOO�DQG�5RELQVRQ�������������,QVWHDG��LWV�YLVLRQV�ZHUH�LQFRUSRUDWHG�LQWR
WKH�FLW\¶V�QH[W�GHYHORSPHQW�SODQ��-REXUJ������



��

-REXUJ�����¶V�IRFXV�DQG�SROLF\�GHYHORSPHQW�SURFHVV GLYHUJHG�IURP�WKH�L*ROL�SODQV��5DWKHU�WKDQ

SULRULWL]LQJ�VHUYLFH�GHOLYHU\�RU�PDWWHUV�RI�VRFLDO�MXVWLFH��-REXUJ������ZDV�RULHQWHG�WR�QHROLEHUDO

ORJLF��XUEDQ�SURPRWLRQ��DQG�JOREDO�FRPSHWLWLRQ��)XUWKHUPRUH��DOWKRXJK�-REXUJ����� ZDV

DGYRFDWHG�DV�EHLQJ�³KRPH�JURZQ�DQG�JHDUHG�WR�WKH�QHHGV�RI�-RKDQQHVEXUJ¶V�RZQ�FLWL]HQU\�´�LW

ZDV�GHYHORSHG�E\�HOLWHV�DQG�PHPEHUV�RI�WKH�&LW\�&RXQFLO�ZLWKRXW�FRQVXOWDWLRQ�ZLWK�ORFDO

VWDNHKROGHUV��6LKORQJRQ\DQH����������

'HFHQWUDOL]DWLRQ�RIIHUHG�ORFDO�JRYHUQPHQWV�FRQVLGHUDEOH�DXWRQRP\�ZKLOH�VLPXOWDQHRXVO\

LQYROYLQJ�D�UDQJH�RI�QHZ�UHVSRQVLELOLWLHV��DFWRUV��DQG�GLYHUJLQJ�LQWHUHVWV��-RKDQQHVEXUJ¶V�L*ROL

DQG�-REXUJ������SROLF\�DJHQGDV�PDNH�FOHDU�WKDW�WKH�LPSHUDWLYH�WR�DFWXDOL]H�HTXDOLW\�ZDV

LPSDFWHG�E\�JOREDO�HFRQRPLF�SUHVVXUHV�DQG�ORFDO�JRYHUQPHQW�FDSDFLW\�OLPLWDWLRQV��$FFRUGLQJ�WR

RQH�FULWLTXH��LQ�DWWHPSWLQJ�WR�QHJRWLDWH�D�SRVW�$SDUWKHLG�YLVLRQ�RI�-RKDQQHVEXUJ��WKH�&LW\

*RYHUQPHQW�³GLG�QRW�H[SOLFLWO\�VHHN�WR�DOWHU�WKH�FRQGLWLRQV�WKDW�PDNH�LW�GLIILFXOW�IRU

PDUJLQDOL]HG��H[FOXGHG�RU�PLQRULW\�JURXSV�WR�SDUWLFLSDWH�LQ�WKH�OLIH�RI�WKH�FLW\�LQ�WKH�ILUVW�SODFH´

�/LSLHW]�������������5DWKHU��ORFDO�DXWKRULWLHV�DGRSWHG�YLVLRQV�DQG�SODQV�IRU�-RKDQQHVEXUJ�WKDW

ZHUH�LQHIIHFWXDO�DQG�PLVDOLJQHG�ZLWK�WKHLU�SROLWLFDO�SURPLVHV��HQDEOLQJ�WKH�SHUVLVWHQFH�RI

$SDUWKHLG�LQHTXDOLWLHV�DQG�SUHYHQWLQJ�GHFHQWUDOL]DWLRQ�IURP�HQJHQGHULQJ�D�ULJKW�WR�WKH�FLW\�

������'HFHQWUDOL]DWLRQ�DQG�3RVW�$SDUWKHLG�(TXDOLW\

'HVSLWH�WKH�SURPLVHV�RI�GHPRFUDWLF�GHFHQWUDOL]HG�JRYHUQDQFH��UDFLDO�LQHTXDOLW\�UHPDLQV

H[WUHPHO\�KLJK�LQ�FRQWHPSRUDU\�-RKDQQHVEXUJ��$FFRUGLQJ�WR�GDWD�IURP�WKH������&HQVXV��WKH

SK\VLFDO�OD\RXW�RI�WKH�FLW\�VWLOO�UHIOHFWV�$SDUWKHLG�HUD�VHJUHJDWLRQ��)LJXUH������,QWHU�UDFLDO�PL[LQJ

LV�OLPLWHG��:KLWHV�GLVSURSRUWLRQDWHO\�RFFXS\�ZHOO�HQGRZHG�PLGGOH��DQG�XSSHU�FODVV�VXEXUEV�WR

WKH�1RUWKZHVW�RI�WKH�&HQWUDO�%XVLQHVV�'LVWULFW��&%'��ZKLOH�%ODFNV�DUH�FRQFHQWUDWHG�LQ�WKH�6RXWK



��

DQG�DORQJ�WKH�XUEDQ�SHULSKHU\��,Q�WDQGHP�ZLWK�WKHVH�VSDWLDO�SDWWHUQV��DFFHVV�WR�UHVRXUFHV²VXFK

DV�KRXVLQJ��HGXFDWLRQ��LQFRPH��KHDOWKFDUH��HPSOR\PHQW�RSSRUWXQLWLHV��DQG�VRFLDO�VXSSRUWV²LV

DOVR�GLYLGHG�E\�UDFH�GXH�WR�WKH�VHJPHQWHG�LQYHVWPHQWV�LQ�FRPPXQLW\�VWUXFWXUHV�DQG�LQVWLWXWLRQV

PDGH�GXULQJ�$SDUWKHLG��+DUULVRQ�DQG�=DFN�������������,QWHUSUHWLQJ�)LJXUH���²ZKLFK�GHSLFWV

XQHPSOR\PHQW�LQ�����²LQ�FRQYHUVDWLRQ�ZLWK�WKH�GHPRJUDSKLF�OD\RXW�RI�-RKDQQHVEXUJ�VKRZQ

E\�)LJXUH����VXJJHVWV�WKDW�DUHDV�ZLWK�SULPDULO\�%ODFN�VHWWOHPHQW�H[SHULHQFH�KLJKHU

XQHPSOR\PHQW�WKDQ�DUHDV�ZLWK�:KLWH�PDMRULW\�VHWWOHPHQW��)XUWKHUPRUH��WKH�FLW\¶V�*LQL

&RHIILFLHQW�� ZDV�WKH�VDPH�LQ�����������DV�LW�ZDV�LQ �����������VXJJHVWLQJ�WKDW�H[WUHPH�LQFRPH

LQHTXDOLW\�KDV�SHUVLVWHG�RYHU�WZR�GHFDGHV�LQWR�WKH�GHPRFUDWLF�HUD�� �1HPDYXQGH�DQG�/RPDKR]D

�������-RKDQQHVEXUJ�PD\�KDYH�GLYHUVLILHG�LQ�WHUPV�RI�SROLWLFDO�UHSUHVHQWDWLRQ�DQG�SRSXODWLRQ�

H[SDQGHG�LWV�FDSDFLW\�WR�GHOLYHU�VHUYLFHV��DQG�PDGH�LQYHVWPHQWV�LQ�SXEOLF�LQIUDVWUXFWXUH�LQ�WKH

GHPRFUDWLF�HUD��\HW�LWV�VRFLDO��HFRQRPLF��DQG�VSDWLDO�LQHTXDOLWLHV�UHPDLQ��%UDGORZ�����������

�� 7R�IXUWKHU�FRQWH[WXDOL]H�WKHVH�WUHQGV��)LJXUH����VKRZV�FKDQJHV�WR�WKH�QDWLRQDO�*LQL�&RHIILFLHQW�RYHU�WLPH�

�� 7KH�*LQL�&RHIILFLHQW�PHDVXUHV�LQFRPH�LQHTXDOLW\�RQ�D�VFDOH�RI���WR������ZLWK���EHLQJ�SHUIHFW�HTXDOLW\��L�H���HTXDO
GLVWULEXWLRQ±HYHU\RQH�KDV�WKH�VDPH�LQFRPH��DQG�����EHLQJ�SHUIHFW�LQHTXDOLW\��L�H���FRPSOHWHO\�XQHTXDO
GLVWULEXWLRQ±RQH�SHUVRQ�KDV�DOO�RI�WKH�LQFRPH���$OWKRXJK�WKLV�VWDWLVWLF�GRHV�QRW�UHIOHFW�GHPRJUDSKLF�GLYLVLRQV�LQ
LQFRPH�GLVWULEXWLRQ��LW�PD\�EH�H[WUDSRODWHG�IURP�WKH�FRQWH[W�WKDW�WKH�FRQFHQWUDWLRQ�RI�HFRQRPLF�SRZHU�LQ�WKH�KDQGV
RI�WKH�:KLWH�PLQRULW\�GXH�WR�WKH�OHJDFLHV�RI�FRORQLDOLVP�DQG�$SDUWKHLG�LV�D�GULYLQJ�IDFWRU�EHKLQG�WKLV�ODUJH�YDOXH�



��

)LJXUH���� 7KH�6RFLDO�7DSHVWU\�RI�-RKDQQHVEXUJ��
�³0DSSLQJ�'LYHUVLW\´������

�� 7KLV�JUDSKLF�VKRZV�WKH�SHUVLVWHQFH�RI�UDFLDO�VHJUHJDWLRQ�LQ�WKH�&LW\�RI�-RKDQQHVEXUJ�QHDUO\�WZR�GHFDGHV�DIWHU�WKH
RIILFLDO�HQG�RI�$SDUWKHLG�UXOH��%H\RQG�WKH�ODFN�RI�UDFLDO�PL[LQJ�LQ�VHWWOHPHQW��LW�LV�DOVR�LPSRUWDQW�WR�QRWH�WKDW
PDMRULW\�:KLWH�DUHDV�W\SLFDOO\�KDYH�EHWWHU�DFFHVV�WR�VHUYLFHV��HPSOR\PHQW�RSSRUWXQLWLHV��DQG�HGXFDWLRQ�



��

)LJXUH���� 7KH�'LVWULEXWLRQ�RI�8QHPSOR\PHQW�LQ�-RKDQQHVEXUJ
�³6SDWLDO�,QHTXDOLW\´������



��

)LJXUH���� 6RXWK�$IULFD¶V�*LQL�&RHIILFLHQW������±����
�$XWKRU¶V�2ZQ��EDVHG�RQ�GDWD�IURP�,QGH[�0XQGL������

7KH�GHFHQWUDOL]HG�V\VWHP²ZKLOH�RIIHUHG�DV�D�SDWKZD\�WR�PDNH�WKH�JRYHUQPHQW�PRUH

UHVSRQVLYH�DQG�HIILFLHQW²DSSHDUV�WR�KDYH�HQDEOHG�WKH�SHUVLVWHQFH�RI�WKH�VWDWXV�TXR�LQVWHDG�RI

EULQJLQJ�DERXW�WUDQVIRUPDWLYH�VRFLDO�SURJUHVV��%DUGKDQ�������������6SHDNLQJ�RQ�6RXWK�$IULFDQ

FLWLHV�DW�ODUJH��6RXWK�$IULFD¶V�1DWLRQDO�7UHDVXU\��������H[SODLQV�WKDW�WKH

GLVSHUVHG�DQG�IUDJPHQWHG�VSDWLDO�SDWWHUQV�RI�RXU�FLWLHV�FRQWULEXWH�VLJQLILFDQWO\�WR�WKH
VHULRXV�VWUXFWXUDO�FKDOOHQJHV�WKH\�IDFH��$OWKRXJK�VRPH�SURJUHVV�LQ�SURYLGLQJ�EDVLF
VHUYLFHV�WR�XUEDQ�UHVLGHQWV�KDYH�EHHQ�PDGH��RXU�FLWLHV�UHPDLQ�VHJUHJDWHG�DQG
H[FOXVLRQDU\«�WKLV�LV�PDGH�ZRUVH�E\�WKH�IDFW�WKDW�XUEDQ�JRYHUQDQFH�LWVHOI�VWLOO�UHIOHFWV
$SDUWKHLG�IUDJPHQWDWLRQ��1DWLRQDO�7UHDVXU\���������DV�FLWHG�LQ�3LHWHUVH�����������

$FFRUGLQJ�WR�WKLV�DQDO\VLV��WKH�SHUVLVWHQFH�RI�LQHTXDOLW\�LQ�-RKDQQHVEXUJ�LV�UHODWHG�WR�WKH�FLW\¶V

VSDWLDO�IUDJPHQWDWLRQ�DQG�D�QHWZRUN�RI�FRPSRXQGLQJ�LQHTXDOLWLHV��$V�HYLGHQFHG�E\�WKH�L*ROL�DQG

-REXUJ����� SODQV��WKH�WDVN�RI�RYHUFRPLQJ�LQHTXDOLW\� H[FOXVLRQ��DQG�VRFLDO�GHSULYDWLRQ�ZDV

GLVWRUWHG�E\�WKH�LQYROYHPHQW�RI�SULYDWH�DFWRUV��LQFUHDVLQJO\�OLPLWHG�SXEOLF�SDUWLFLSDWLRQ�LQ�SROLF\

GUDIWLQJ��DQG�DQ�HPSKDVLV�RQ�WKH�PDUNHW�LQ�PDWWHUV�RI�XUEDQ�JRYHUQDQFH��%HDOO��&UDQNVKDZ��DQG

3DUQHOO������������'HFHQWUDOL]DWLRQ�LQWURGXFHG�PDQ\�YXOQHUDELOLWLHV�IRU�ORFDO�JRYHUQPHQWV�WKDW

HURGHG�SURJUHVV�WRZDUGV�5DLQERZ�1DWLRQ�JRDOV�



��

�����'HFHQWUDOL]DWLRQ¶V�9XOQHUDELOLWLHV

,Q�6RXWK�$IULFD��ORFDO�JRYHUQPHQWV�EHDU�UHVSRQVLELOLW\�IRU�D�ZLGH�UDQJH�RI

REOLJDWLRQV²LQFOXGLQJ�FRPEDWWLQJ�$SDUWKHLG�OHJDFLHV��DFWXDOL]LQJ�MXVWLFH��DQG�UHDOL]LQJ�VRFLDO

DQG�HFRQRPLF�HTXDOLW\²GHVSLWH�ODFNLQJ�WKH�UHVRXUFHV�DQG�LQFHQWLYHV�WR�DFKLHYH�WKHVH�JRDOV

�&DPHURQ�������V��±V�����$OWKRXJK�WKH�GHFHQWUDOL]HG�PRGHO�SURPLVHG�WR�PDNH�WKH�JRYHUQPHQW

PRUH�HIILFLHQW��UHVSRQVLYH��DQG�DFFRXQWDEOH��LW�GLG�QRW�VLJQLILFDQWO\�LPSURYH�WKH�FRQGLWLRQ�RI

%ODFN�6RXWK�$IULFDQV��EULQJ�DERXW�VRFLDO�HTXDOLW\��RU�IXQGDPHQWDOO\�WUDQVIRUP�WKH�FRXQWU\�LQ

DFFRUGDQFH�ZLWK�5DLQERZ�1DWLRQ�YLVLRQV��0XUUD\�DQG�6LPHRQ�������������2QH�RI�WKH�SULPDU\

UHDVRQV�ZK\�FLWLHV�OLNH�-RKDQQHVEXUJ�UHPDLQ�KLJKO\�XQHTXDO�LV�EHFDXVH�ORFDO�JRYHUQPHQWV�DUH

H[SHFWHG�WR�UDLVH�WKH�PDMRULW\�RI�WKHLU�RZQ�UHYHQXH��GLVWRUWLQJ�LQFHQWLYHV�DQG�SROLF\�DJHQGDV�

������)LVFDO�'HFHQWUDOL]DWLRQ

)LVFDO�GHFHQWUDOL]DWLRQ�LV�DQ�LPSRUWDQW�DVSHFW�RI�6RXWK�$IULFD¶V�SRVW�$SDUWKHLG�DSSURDFK

WR�JRYHUQDQFH��8QGHU�WKLV�PRGHO��ORFDO�JRYHUQPHQWV�PXVW�UDLVH�DURXQG����SHUFHQW�RI�WKHLU�RZQ

UHYHQXH�� WR�IXQG�WKHLU�DGPLQLVWUDWLYH�DQG�RSHUDWLRQDO GXWLHV�� �%HDOO������������7KLV�G\QDPLF�LV

VLJQLILFDQW�JLYHQ�WKDW�PXQLFLSDOLWLHV�UHFHLYH�D�YHU\�OLPLWHG�DPRXQW�RI�IXQGLQJ�� IURP�WKH�QDWLRQDO

JRYHUQPHQW�GHVSLWH�EHLQJ�WDVNHG�ZLWK�RSHUDWLRQDOL]LQJ�QDWLRQDOO\�DUWLFXODWHG�JRDOV��%HWZHHQ

�����DQG�������ORFDO�JRYHUQPHQWV�UHFHLYHG�DQ�DYHUDJH�RI�����SHUFHQW�RI�QDWLRQDO�UHYHQXH�SHU

�� $OWKRXJK�WKH�YDVW�PDMRULW\�RI�PXQLFLSDO�IXQGV�DUH�UDLVHG�LQWHUQDOO\��WKH�&RQVWLWXWLRQ�JXDUDQWHHV�DQ�³HTXLWDEOH
VKDUH´�RI�QDWLRQDOO\�UDLVHG�UHYHQXH�IRU�WKH�ORFDO�VSKHUH�WR�H[SDQG�DFFHVV�WR�EDVLF�VHUYLFHV��&DPHURQ�������V����
)XQGV�DUH�DOORFDWHG�DFFRUGLQJ�WR�WKH�SURSRUWLRQ�RI�SRRU�KRXVHKROGV�ZLWKLQ�ORFDO�MXULVGLFWLRQV��&DPHURQ�������V����
$FFRUGLQJ�WR�WKH�1DWLRQDO�7UHDVXU\¶V������DQG������%XGJHW�5HYLHZ��6RXWK�$IULFD¶V�PXQLFLSDOLWLHV�UHFHLYH�D�VXP�RI
DURXQG���SHUFHQW�RI�QDWLRQDO�UHYHQXH�HDFK�\HDU��1DWLRQDO�7UHDVXU\�����������1DWLRQDO�7UHDVXU\�������,9���7KH
PDMRULW\�RI�WKH�QDWLRQDOO\�UDLVHG�UHYHQXH�LV�DOORFDWHG�WR�QDWLRQDO�GHSDUWPHQWV�DQG�SURYLQFLDO�JRYHUQPHQWV�

�� /RFDO�JRYHUQPHQWV�XVH�WKHLU�UHYHQXHV�WR�SD\�VDODULHG�HPSOR\HHV��FRQVWUXFW�DQG�PDLQWDLQ�LQIUDVWUXFWXUH��SURYLGH
VHUYLFHV��DQG�SXUVXH�GHYHORSPHQW�SURMHFWV�

�� 6RXUFHV�RI�ORFDOO\�GHULYHG�UHYHQXH�YDU\�DFFRUGLQJ�WR�FRQWH[W�EXW�W\SLFDOO\�LQFOXGH�WD[DWLRQ��UDWHV�RQ�SURSHUW\��DQG
VXUFKDUJHV�RQ�IHHV�IRU�PXQLFLSDO�VHUYLFHV��%HDOO�����������



��

\HDU��)LJXUH������$OWKRXJK�WKH\�PD\�REWDLQ�DGGLWLRQDO�JUDQWV�RU�WUDQVIHUV�DW�WKH�GLVFUHWLRQ�RI�WKH

SURYLQFLDO�JRYHUQPHQW�DQG�1*2V��PXQLFLSDOLWLHV�JHQHUDWH�PRVW�RI�WKHLU�UHYHQXH�LQWHUQDOO\�

)LJXUH���� 'LYLVLRQ�RI�1DWLRQDOO\�5DLVHG�5HYHQXH�LQ 6RXWK�$IULFD
�$XWKRU¶V�2ZQ��EDVHG�RQ�GDWD�IURP�1DWLRQDO�7UHDVXU\�������,9�

,Q�6RXWK�$IULFD¶V�SRVW�$SDUWKHLG�ODQGVFDSH��JRYHUQPHQWDO�SRZHUV�DQG�UHVSRQVLELOLWLHV

KDYH�EHHQ�GHYROYHG�WR�ORFDO�DXWKRULWLHV��EXW�WKH�UHVRXUFHV�WKDW�DUH�QHFHVVDU\�WR�LPSOHPHQW�WKHP

KDYH�QRW��1HO�DQG�%LQQV�������������,Q�PDQ\�FDVHV��6RXWK�$IULFDQ�PXQLFLSDOLWLHV�GR�QRW�SRVVHVV

VXIILFLHQW�IXQGV�WR�PHHW�DOO�RI�WKHLU�REOLJDWLRQV�EHFDXVH�WKHUH�LV�DQ�LPEDODQFH�EHWZHHQ�DYDLODEOH

UHYHQXH�DQG�H[SHQGLWXUH�GHPDQGV��&DPHURQ�������V����1HO�DQG�%LQQV�������������7KLV�LV�HYHQ

WUXH�LQ�WKH�&LW\�RI�-RKDQQHVEXUJ��ZKHUH�WKH�PXQLFLSDO�EXGJHW�ZDV�5�����ELOOLRQ�� IRU�WKH

����������\HDU��$UQROGL��������-RKDQQHVEXUJ�LV�6RXWK�$IULFD¶V�ULFKHVW�DQG�PRVW�SRSXORXV�FLW\

DQG�KDV�WKH�ODUJHVW�PXQLFLSDO�EXGJHW�DQG�WD[�EDVH�LQ�WKH�FRXQWU\��'HVSLWH�WKLV�XQLTXH�SRVLWLRQ�

-RKDQQHVEXUJ�VWLOO�H[SHULHQFHV�VLJQLILFDQW�ILQDQFLQJ�LVVXHV��6RXWK�$IULFDQ�&LWLHV�1HWZRUN������

����7KH�FLW\¶V�SK\VLFDO�LQIUDVWUXFWXUH��DELOLW\�WR�SURYLGH�EDVLF�VHUYLFHV�WR�DOO�RI�LWV�LQKDELWDQWV��DQG

HIIRUWV�WR�DGGUHVV�SRYHUW\�DQG�GHSULYDWLRQ�ORFDOO\�DUH�LQDGHTXDWH�EHFDXVH�WKH�&LW\�*RYHUQPHQW

�� 5�����ELOOLRQ�LV�HTXLYDOHQW�WR�DSSUR[LPDWHO\�������ELOOLRQ��86'��
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ODFNV�IXQGLQJ��0XQLFLSDOLWLHV�DUH�H[SHFWHG�WR�ILOO�FULWLFDOO\�LPSRUWDQW�UROHV�LQ�WKH�DGPLQLVWUDWLRQ

RI�JRYHUQDQFH�DQG�VRFLHWDO�UHFRQVWUXFWLRQ�LQ�6RXWK�$IULFD��\HW�WKH\�UHFHLYH�LQVXIILFLHQW�UHVRXUFHV

DQG�FRRUGLQDWLRQ�IURP�WKH�FHQWHU�WR�IXOILOO�DOO�RI�WKHLU�REOLJDWLRQV��&DPHURQ�������V�����7KHVH

G\QDPLFV�KHOS�H[SODLQ�WKH�GLVWLQFW�ODFN�RI�WUDQVIRUPDWLRQ�SRVW�$SDUWKHLG�

������&RQVLGHULQJ�8UEDQ�(QWUHSUHQHXUVKLS

7KH�VKRUWFRPLQJV�RI�GHFHQWUDOL]DWLRQ�LQ�6RXWK�$IULFD�OHG�WR�WKH�LQYROYHPHQW�RI�QHZ

DFWRUV�DQG�LQWHUHVWV�LQ�PDWWHUV�RI�ORFDO�JRYHUQPHQW��7R�DWWHQG�WR�DOO�RI�WKHLU�UHVSRQVLELOLWLHV�LQ�D

FRQWH[W�RI�UHVRXUFH�OLPLWDWLRQV��PXQLFLSDOLWLHV�HPEUDFHG�WDFWLFV�RI�XUEDQ�HQWUHSUHQHXUVKLS���

$FFRUGLQJ�+DUYH\���������XUEDQ�HQWUHSUHQHXUVKLS

KDV�DV�LWV�FHQWHUSLHFH�WKH�QRWLRQ�RI�D�µSXEOLF�SULYDWH�SDUWQHUVKLS¶�LQ�ZKLFK�D�WUDGLWLRQDO
ORFDO�ERRVWHULVP�� LV�LQWHJUDWHG�ZLWK�WKH�XVH�RI�ORFDO JRYHUQPHQWDO�SRZHUV�WR«�DWWUDFW
H[WHUQDO�VRXUFHV�RI�IXQGLQJ��QHZ�GLUHFW�LQYHVWPHQWV��RU�QHZ�HPSOR\PHQW�VRXUFHV�����

%\�PDNLQJ�VSDFH�IRU�SULYDWH�DFWRUV�LQ�SXEOLF�DIIDLUV��ORFDO�JRYHUQPHQWV�FRXOG�RVWHQVLEO\�DPDVV

DGGLWLRQDO�IXQGLQJ�WR�DGGUHVV�ORFDO�QHHGV��VROLFLW�RUJDQL]DWLRQDO�DQG�PDQDJHULDO�JXLGDQFH��DQG

EHWWHU�DGKHUH�WR�WKHLU�UHVSRQVLELOLWLHV��)LVFDO�GHFHQWUDOL]DWLRQ�PHDQW�WKDW�FLWLHV�KDG�WR�FRPSHWH�WR

DWWUDFW�SULYDWH�LQYHVWPHQW�DQG�IXQGLQJ�WR�PDNH�XS�IRU�WKH�GLIIHUHQFH�EHWZHHQ�WKHLU�UHYHQXH

VRXUFHV�DQG�WKHLU�H[SHQGLWXUHV��7KLV�GLVWRUWHG�WKHLU�LQFHQWLYHV�DQG�DJHQGDV�DV�PXQLFLSDOLWLHV�SXW

HQKDQFLQJ�WKHLU�DSSHDO�WR�FDSLWDO�ILUVW��DQG�DGGUHVVLQJ�LQWHUQDO�GHSULYDWLRQV�DQG�QHHGV�VHFRQG���

�� 6HFWLRQ�����GLVFXVVHV�H[DPSOHV�RI�WKH�&LW\�*RYHUQPHQW¶V�XUEDQ�HQWUHSUHQHXULDO�WDFWLFV�LQ�JUHDWHU�GHWDLO�

�� ³%RRVWHULVP´�UHIOHFWV�HIIRUWV�E\�D�FRPELQDWLRQ�RI�DFWRUV�LQ�WKH�ORFDO�VSKHUH²LQFOXGLQJ�WKH�FKDPEHU�RI�FRPPHUFH�
EXVLQHVV�OHDGHUV��ILQDQFLHUV��LQGXVWULDOLVWV��DQG�SURSHUW\�GHYHORSHUV²WR�SURPRWH�D�ORFDOLW\��+DUYH\����������

�� ,Q�WKLV�FRQWH[W��³XUEDQ�HQWUHSUHQHXUVKLS´�UHIHUV�WR�WKH�FRQFHSW�GHYHORSHG�E\�0DU[LVW�VFKRODU�'DYLG�+DUYH\�LQ�KLV
�����DUWLFOH�³)URP�PDQDJHULDOLVP�WR�HQWUHSUHQHXULDOLVP��7KH�WUDQVIRUPDWLRQ�LQ�XUEDQ�JRYHUQDQFH�LQ�ODWH
FDSLWDOLVP�´�5DWKHU�WKDQ�UHIOHFWLQJ�D�JHQHUDO�HWKRV�RI�HQWUHSUHQHXUVKLS�LQ�XUEDQ�VHWWLQJV��LW�GHVFULEHV�ZKHQ�XUEDQ
JRYHUQPHQWV�WKHPVHOYHV�HPEUDFH�HQWUHSUHQHXULDO�EHKDYLRUV��$OWKRXJK�+DUYH\�FRQFHLYHV�RI�WKLV�WHUP�LQ�WKH�FRQWH[W
RI�FLWLHV��KHQFH�³XUEDQ´�HQWUHSUHQHXUVKLS���WKLV�WHUP�PD\�DOVR�GHVFULEH�RWKHU�JRYHUQPHQWDO�LQVWLWXWLRQV��H�J���UXUDO
ORFDO�JRYHUQPHQWV��WKDW�HPEUDFH�QHROLEHUDO�FDSLWDOLVW�YDOXHV�LQ�SROLF\PDNLQJ�DQG�VWDNHKROGHU�HQJDJHPHQW�
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,W�LV�LPSRUWDQW�WR�TXHVWLRQ�KRZ�ZHOO�WKLV�RULHQWDWLRQ�WR�SULYDWH�LQWHUHVWV�DOLJQV�ZLWK�WKH

RULJLQDO�LQWHQWLRQV�RI�WKH�GHFHQWUDOL]HG�DSSURDFK�WR�JRYHUQDQFH�LQ�SRVW�$SDUWKHLG�6RXWK�$IULFD�

'HFHQWUDOL]DWLRQ�ZDV�RIIHUHG�DV�D�PHFKDQLVP�WR�³SURPRWH�GHPRFUDF\�DQG�SDUWLFLSDWLRQ��VXFK�WKDW

ORFDO�SHRSOH�DUH�GLUHFWO\�LQYROYHG�LQ�GHFLVLRQV�DQG�GHYHORSPHQWV�ZKLFK�DIIHFW�WKHP�SHUVRQDOO\´

�1HO�DQG�%LQQV�������������,Q�FRQWUDVW��HQWUHSUHQHXULDO�JRYHUQPHQWV�SULRULWL]H�WKH�LQWHUHVWV�RI

FDSLWDO��IRFXV�RQ�SURYLGLQJ�D�JRRG�EXVLQHVV�FOLPDWH��DQG�DVVXPH�WKDW�ORFDO�FRQGLWLRQV�ZLOO

LPSURYH�DV�D�UHVXOW��+DUYH\���������������7KLV�RULHQWDWLRQ�LV�UHIOHFWHG�LQ�-RKDQQHVEXUJ¶V�L*ROL

DQG�-REXUJ������SODQV�ZKLFK�DUWLFXODWHG�HFRQRPLF�JURZWK��JOREDO�FRPSHWLWLYHQHVV��DQG

SULYDWL]DWLRQ�DV�HVVHQWLDO�ZD\V�WR�SURYLGH�IRU�XUEDQ�QHHGV��3DUQHOO�DQG�5RELQVRQ������������

'HVSLWH�VXFK�SRVLWLYH�DUWLFXODWLRQV��HQWUHSUHQHXULDO�G\QDPLFV�RIWHQ�FDXVH�JUHDWHU�GLVSDULWLHV�LQ

WKH�GLVWULEXWLRQ�RI�ZHDOWK�DQG�LQFRPH�DQG�LQFUHDVH�WKH�SUHYDOHQFH�RI�SRYHUW\��HIIHFWLYHO\

LQKLELWLQJ�VRFLDO�SURJUHVV��+DUYH\������������'HFHQWUDOL]DWLRQ�PDNHV�PXQLFLSDOLWLHV�YXOQHUDEOH

WR�H[WHUQDO�LQIOXHQFHV�EHFDXVH�WKH\�ODFN�VXIILFLHQW�UHVRXUFHV�DQG�VXSSRUW�IURP�WKH�SXEOLF�VHFWRU�WR

SURYLGH�IRU�DOO�RI�WKHLU�GHYROYHG�UROHV�

������$�1RWH�RQ�(OLWH�&DSWXUH

/RFDO�JRYHUQPHQWV�DUH�DOVR�YXOQHUDEOH�WR�HOLWH�FDSWXUH�LQ�WKH�GHFHQWUDOL]HG�PRGHO��7KLV

RFFXUV�ZKHQ�SRZHUIXO�VRFLDO�JURXSV��FRUSRUDWLRQV��RU�LQGLYLGXDOV�FRYHUWO\�GRPLQDWH�PDWWHUV�RI

ORFDO�JRYHUQDQFH�WKURXJK�HFRQRPLF�XOWLPDWXPV�DQG�RWKHU�FRHUFLYH�WDFWLFV��2ORZX�DQG�:XQVFK

��������DV�FLWHG�LQ�&KLOHQJD�%XWDR������������7KH�ULVN�RI�HOLWH�FDSWXUH�LV�VLJQLILFDQW�LQ�WKH�6RXWK

$IULFDQ�FRQWH[W�EHFDXVH�GHPRFUDWL]DWLRQ�GLG�QRW�RFFXU�LQ�WDQGHP�ZLWK�DJJUHVVLYH�UHGLVWULEXWLRQ

VWUDWHJLHV�� �7D]DQX�����������$V�D�UHVXOW��UDFLDO GLVSDULWLHV�ZHUH�QRW�IXQGDPHQWDOO\�DOWHUHG�

�� $V�6RXWK�$IULFD¶V�OHDGHUVKLS�QHJRWLDWHG�WKH�HQG�RI�$SDUWKHLG��WKH\�LPSOLFLWO\�PDLQWDLQHG�WKH�KHJHPRQLF�SRVLWLRQ
RI�WKH�:KLWH�PLQRULW\�E\�RSWLQJ�WR�QRW�IRUFLEO\�UHGLVWULEXWH�UHVRXUFHV�WR�WKH�%ODFN�PDMRULW\��$W�WKH�WLPH��WKLV
GHFLVLRQ�VHHPHG�SUDJPDWLF�JLYHQ�LQWHUQDO�VRFLDO�WHQVLRQV�DQG�WKH�H[SHULHQFHV�RI�QHLJKERULQJ�=LPEDEZH²ZKLFK
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:KLWHV�PDLQWDLQHG�WKHLU�ZHDOWK��KLJK�OHYHO�MREV��EXVLQHVVHV��DQG�SURSHUW\��JLYLQJ�WKHP

GLVSURSRUWLRQDWH�LQIOXHQFH�RYHU�PDWWHUV�RI�ORFDO�JRYHUQPHQW��HVSHFLDOO\�LQ�FLWLHV�OLNH

-RKDQQHVEXUJ�ZKHUH�WKH\�FRPSULVHG�D�VLJQLILFDQW�SRUWLRQ�RI�WKH�SRSXODWLRQ�

:KLOH�HOLWH�FDSWXUH�ZDV�D�QDWLRQ�ZLGH�ULVN�LQ�WKH�SRVW�$SDUWKHLG�FRQWH[W�GXH�WR�WKH

GLVSURSRUWLRQDWH�GLVWULEXWLRQ�RI�VRFLDO�DQG�HFRQRPLF�SRZHU�EHWZHHQ�UDFLDO�JURXSV��LW�KDG�DFXWH

PDQLIHVWDWLRQV�LQ�-RKDQQHVEXUJ��7KLV�SURFHVV�LV�UHIOHFWHG�LQ�WKH�VXFFHVVLYH�HURVLRQ�RI�SXEOLF

LQYROYHPHQW�LQ�WKH�L*ROL�DQG�-REXUJ����� SODQV��SDUWLFLSDWLRQ DQG�WDFWLFV�RI�GHOLEHUDWLYH

GHPRFUDF\�IHOO�DZD\�DV�WKH�HFRQRPLF�LQWHUHVWV�RI�HOLWH�SULYDWH�DFWRUV�SODFHG�QHZ�SUHVVXUHV�RQ

FLW\�DXWKRULWLHV��/LSLHW]�������������)RU�GHFHQWUDOL]DWLRQ�WR�HIIHFWLYHO\�SURPRWH�GHPRFUDWLF

SULQFLSOHV�DQG�DFKLHYH�EURDGHU�VRFLDO�JRDOV��LW�PXVW�EH�DFFRPSDQLHG�E\�FKDQJHV�WR�H[LVWLQJ

SRZHU�G\QDPLFV��%DUGKDQ�������������(OLWH�FDSWXUH�WKUHDWHQV�WKH�DELOLW\�RI�GHFHQWUDOL]HG

JRYHUQPHQWV�WR�RYHUFRPH�$SDUWKHLG��LW�SURPRWHV�D�FRQWLQXDWLRQ�RI�WKH�VWDWXV�TXR��IDYRUV�WKH

LQWHUHVWV�RI�WKRVH�ZLWK�VRFLDO�DQG�HFRQRPLF�SRZHU�RYHU�WKH�PDMRULW\��DQG�WKUHDWHQV�GHPRFUDF\�

����&KDSWHU�&RQFOXVLRQ��/RFDO�*RYHUQPHQWV��/RFDO�3UREOHPV

'HFHQWUDOL]HG�JRYHUQDQFH�ZDV�D�IXQGDPHQWDO�FRPSRQHQW�RI�GHPRFUDWLF�QDWLRQ�EXLOGLQJ

DQG�UHFRQVWUXFWLRQ�LQ�6RXWK�$IULFD��%\�GHYROYLQJ�SRZHU�WR�WKH�ORFDO�VSKHUH²DQG�FRQFXUUHQWO\

KROGLQJ�ORFDO�JRYHUQPHQWV�UHVSRQVLEOH�IRU�GHOLYHULQJ�XSRQ�SURPLVHV�PDGH�DW�WKH�QDWLRQDO

OHYHO²6RXWK�$IULFD¶V�SRVW�$SDUWKHLG�YLVLRQDULHV�EHOLHYHG�WKDW�WKH�JRYHUQPHQW�ZRXOG�EH�PRUH

DFFRXQWDEOH�DQG�UHVSRQVLYH�WR�ORFDO�QHHGV��'HFHQWUDOL]DWLRQ�ZDV�RIIHUHG�DV�D�RQH�VL]H�ILWV�DOO

VROXWLRQ�WR�WKH�FKDOOHQJHV�IDFLQJ�6RXWK�$IULFD��LW�FRXOG�RVWHQVLEO\�RYHUFRPH�WKH�OLQJHULQJ�VLGH

HIIHFWV�RI�$SDUWKHLG��EULQJ�DERXW�UDFLDO�MXVWLFH��VRFLDO�HTXDOLW\��DQG�SROLWLFDO�LQFOXVLRQ��DQG

RSWHG�IRU�DQ�DJJUHVVLYH�UHGLVWULEXWLRQ�DSSURDFK�DIWHU�WKH�IDOO�RI�:KLWH�PLQRULW\�UXOH�WKDW�OHG�WR�YLUWXDO�HFRQRPLF
FROODSVH��6RXWK�$IULFD�DGRSWHG�D�UHODWLYHO\�QRQ�LQWHUYHQWLRQLVW�DSSURDFK�WR�QDWLRQ�EXLOGLQJ�EHFDXVH�LWV�OHDGHUVKLS
ZDQWHG�WR�DYRLG�H[WUHPH�HFRQRPLF�GLVUXSWLRQV�DQG�VRFLDO�XQUHVW�
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LQFUHDVH�TXDOLW\�RI�OLIH�WKURXJKRXW�WKH�FRXQWU\��:LWK�GHFHQWUDOL]DWLRQ�VKURXGHG�LQ�VXFK�SRVLWLYH

ODQJXDJH��LW�EHFDPH�D�ZLGHO\�XQTXHVWLRQHG�LPSHUDWLYH�LQ�6RXWK�$IULFD¶V�GHPRFUDWLF�HUD�

'HVSLWH�LWV�SURPLVHV��GHFHQWUDOL]DWLRQ�SURYHG�YXOQHUDEOH��/RFDO�JRYHUQPHQWV�VWUXJJOHG�WR

FROOHFW�DGHTXDWH�UHYHQXH�WR�DGGUHVV�DOO�RI�WKHLU�UHVSRQVLELOLWLHV��ODFNHG�VXIILFLHQW�RUJDQL]DWLRQDO

DQG�DGPLQLVWUDWLYH�FDSDFLWLHV��DQG�IHOO�YLFWLP�WR�WKH�YLVLRQV�DQG�LQIOXHQFH�RI�SULYDWH�FDSLWDO�

7KHVH�IDFWRUV�HURGHG�WKH�VRFLDO�MXVWLFH�DQG�ULJKWV�EDVHG�PRWLYDWLRQV�RI�GHFHQWUDOL]HG�JRYHUQDQFH

E\�GLVWRUWLQJ�LQFHQWLYHV�DQG�IRUFLQJ�ORFDO�JRYHUQPHQWV�WR�DVVXPH�HQWUHSUHQHXULDO�EHKDYLRUV�WKDW

HQDEOHG�WKH�UHSOLFDWLRQ�DQG�SHUVLVWHQFH�RI�$SDUWKHLG�SDWWHUQV��(YHQ�GHFDGHV�DIWHU�WKH

GHFHQWUDOL]HG�PRGHO�ZDV�HVWDEOLVKHG�LQ�-RKDQQHVEXUJ��WKH�VSDWLDO��HFRQRPLF��DQG�VRFLDO�G\QDPLFV

RI�WKH�FLW\�KDG�QRW�IXQGDPHQWDOO\�FKDQJHG��3LHWHUVH������������,Q�WKLV�FRQWH[W��GHFHQWUDOL]DWLRQ

GLG�QRW�EULQJ�DERXW�D�ULJKW�WR�WKH�FLW\�RU�DFW�DV�D�WRRO�RI�VRFLDO�HPSRZHUPHQW��-RKDQQHVEXUJ

UHPDLQV�XQHTXDO�WRGD\�EHFDXVH�WKH�QHROLEHUDO�SROLF\�DJHQGDV�RI�HFRQRPLF�JURZWK��JOREDO

FRPSHWLWLRQ��DQG�SULYDWL]DWLRQ�REVFXUHG�WKH�SXUVXLW�RI�5DLQERZ�1DWLRQ�LGHDOV�DW�WKH�ORFDO�OHYHO�
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&KDSWHU����-RKDQQHVEXUJ��$�µ:RUOG�&ODVV�$IULFDQ�&LW\¶

����,QWURGXFWLRQ

1DWLRQDO�GHPRFUDWL]DWLRQ�DQG�JRYHUQPHQWDO�GHFHQWUDOL]DWLRQ�OHG�WKH�&LW\�RI�-RKDQQHVEXUJ

WR�DVVXPH�QHZ�UHVSRQVLELOLWLHV��IDFH�XQSUHFHGHQWHG�REVWDFOHV��DQG�JUDSSOH�ZLWK�GLYHUJLQJ

LQFHQWLYHV��7KH�5DLQERZ�1DWLRQ�YLVLRQ²HPEUDFHG�E\�$1&�OHDGHUV�DQG�WKH�FLWL]HQU\�DW

ODUJH²SURPLVHG�D�SRVW�FRORQLDO�DQG�SRVW�$SDUWKHLG�ODQGVFDSH�ZKHUHLQ�QRQ�UDFLDOLVP��VRFLDO

MXVWLFH��HFRQRPLF�HTXDOLW\��DQG�GHPRFUDF\�ZRXOG�EH�WKH�QHZ�QRUPDO��8QGHU�WKH�GHFHQWUDOL]HG

PRGHO��ORFDO�JRYHUQPHQWV�DFURVV�WKH�FRXQWU\�ERUH�SULPDU\�UHVSRQVLELOLW\�IRU�DFWXDOL]LQJ�WKHVH

SULQFLSOHV�LQ�6RXWK�$IULFDQ�VRFLHW\��0XQLFLSDOLWLHV�ZHUH�PRVWO\�DXWRQRPRXV�XQLWV�RI�WKH

GHPRFUDWLF�JRYHUQDQFH�VWUXFWXUH��WKH\�ZHUH�H[SHFWHG�WR�UDLVH�WKH�YDVW�PDMRULW\�RI�WKHLU�RSHUDWLQJ

UHYHQXHV��GHYHORS�SROLF\�YLVLRQV�DQG�IUDPHZRUNV�IRU�WKHLU�MXULVGLFWLRQV��DQG�SXUVXH�GHYHORSPHQW

SURMHFWV�WR�HQKDQFH�ORFDO�FRQGLWLRQV�LQGHSHQGHQWO\��,PSRUWDQWO\��SRVW�$SDUWKHLG�UHFRQVWUXFWLRQ

DQG�QDWLRQ�EXLOGLQJ�ZDV�ZLGHO\�SUHGLFDWHG�RQ�WKH�DVVXPSWLRQ�WKDW�VRFLDO�SURJUHVV�DW�WKH�ORFDO

OHYHO�ZRXOG�IDFLOLWDWH�WUDQVIRUPDWLRQ�RQ�D�QDWLRQDO�VFDOH�

$IWHU�WKH�IDOO�RI�WKH�$SDUWKHLG�5HJLPH��-RKDQQHVEXUJ�IDFHG�WKH�HQRUPRXV�WDVN�RI

FRXQWHUDFWLQJ�WKH�OHJDFLHV�RI�UDFLDOL]HG�VRFLDO��VSDWLDO��DQG�HFRQRPLF�HQJLQHHULQJ�WKDW�OHIW�WKH�FLW\

LQ�VKDPEOHV��,Q�WDQGHP��WKH�&LW\�*RYHUQPHQW�ZDV�IRUFHG�WR�QHJRWLDWH�LWV�QHZ�HFRQRPLF�RSHQQHVV

ZLWK�LWV�REOLJDWLRQ�WR�SURYLGH�IRU�LQWHUQDO�QHHGV��7R�DGGUHVV�WKHVH�FKDOOHQJHV��-RKDQQHVEXUJ¶V

&LW\�*RYHUQPHQW�PDGH�VSDFH�IRU�WKH�LQYROYHPHQW�RI�SULYDWH�DFWRUV�DQG�HFRQRPLF�ORJLFV�LQ

PDWWHUV�RI�ORFDO�JRYHUQPHQW��1RWDEO\��WKLV�HPEUDFH�RI�WKH�SULYDWH�VHFWRU�PLUURUHG�QDWLRQDO�SROLF\

WUHQGV²HSLWRPL]HG�E\�WKH�VKLIW�IURP�WKH�5HFRQVWUXFWLRQ�DQG�'HYHORSPHQW�3URJUDPPH��5'3��WR

WKH�*URZWK��(PSOR\PHQW��DQG�5HGLVWULEXWLRQ��*($5��VWUDWHJ\²DQG�DOLJQHG�ZLWK

FRQWHPSRUDQHRXV�GHYHORSPHQW�GLVFRXUVHV�WKDW�RIIHUHG�QHROLEHUDOLVP�DV�D�ZD\�WR�JHQHUDWH�VKDUHG
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SURVSHULW\�DQG�GHPRFUDWL]H�VRFLHWLHV��%\�������-RKDQQHVEXUJ¶V�&LW\�*RYHUQPHQW�KDG�HPEUDFHG

XUEDQ�HQWUHSUHQHXULDOLVP��� QHROLEHUDOLVP��DQG�D�YLVLRQ RI�EHFRPLQJ�D�JOREDOO\�OLQNHG�³:RUOG

&ODVV�$IULFDQ�&LW\´��:&$&��� LQ�FHQWUDO�SROLF\�GRFXPHQWV �:LQNOHU�������������7KLV

RULHQWDWLRQ�WR�H[WHUQDO�IRUFHV�GLVWRUWHG�-RKDQQHVEXUJ¶V�LQWHUQDO�REOLJDWLRQV��IDLOHG�WR�SURYLGH

LQKDELWDQWV�ZLWK�D�ULJKW�WR�WKH�FLW\��� DQG�DOORZHG H[WUHPH�LQHTXDOLWLHV�WR�SHUVLVW�

����&RQWH[WXDOL]LQJ�WKH�3XUVXLW

%HIRUH�H[SORULQJ�-RKDQQHVEXUJ¶V�SRVW�$SDUWKHLG�RULHQWDWLRQ��LW�LV�LPSRUWDQW�WR�XQGHUVWDQG

KRZ�WKH�FLW\�FDPH�WR�RFFXS\�VXFK�D�SULYLOHJHG�HFRQRPLF�SRVLWLRQ�WKDW�EHFRPLQJ�D�:&$&

DSSHDUHG�DV�D�IHDVLEOH�DQG�UDWLRQDO�SROLF\�REMHFWLYH��-RKDQQHVEXUJ¶V�HFRQRP\�LV�FORVHO\�OLQNHG�WR

LWV�QDWXUDO�UHVRXUFH�HQGRZPHQWV��KLVWRU\�DV�D�PLQLQJ�FLW\��DQG�WKH�LPSDFWV�RI�SURWHFWLRQLVW

LPSRUW�VXEVWLWXWLRQ�LQGXVWULDOL]DWLRQ��,6,��SROLFLHV��'XULQJ�WKH�FRORQLDO�SHULRG��-RKDQQHVEXUJ

IXQFWLRQHG�DV�D�:KLWH�FRQWUROOHG�$IULFDQ�QRGH�LQ�WKH�FRORQLDO�V\VWHP��7KLV�SRVLWLRQLQJ�DOORZHG

WKH�FLW\�WR�GHYHORS�OLQNDJHV�ZLWK�HDUO\�V\VWHPV�RI�LQWHUQDWLRQDO�WUDGH�DQG�H[FKDQJH�WKURXJKRXW

WKH�$IULFDQ�FRQWLQHQW��-RKDQQHVEXUJ¶V�HFRQRP\�GHYHORSHG�DQG�GLYHUVLILHG�TXLFNO\��OHDGLQJ�WR

VLJQLILFDQW�SRSXODWLRQ�DQG�*'3�JURZWK��'HVSLWH�LWV�SULYLOHJHG�SRVLWLRQ��$SDUWKHLG�HUD�HFRQRPLF

VDQFWLRQV�KHOG�-RKDQQHVEXUJ�EDFN�IURP�EHFRPLQJ�D�FHQWUDO�ILJXUH�LQ�WKH�JOREDO�HFRQRP\��'XULQJ

WKH�GHPRFUDWLF�SHULRG��GHYHORSPHQW�GLVFRXUVHV�DQG�QDWLRQDO�LGHRORJLFDO�VKLIWV�LQIOXHQFHG�SROLF\

�� 7KH�ULJKW�WR�WKH�FLW\�FRQFHSW²DGYDQFHG�DQG�DGDSWHG�E\�VHPLQDO�VFKRODUV�OLNH�+HQUL�/HIHEYUH���������'DYLG
+DUYH\���������DQG�(GZDUG�6RMD�������²H[DPLQHV�WKH�H[WHQW�WR�ZKLFK�XUEDQ�LQKDELWDQWV�DUH�HQGRZHG�ZLWK�WKH
DELOLW\�WR�XVH��FKDQJH��DQG�DSSURSULDWH�VSDFH��ZLWK�UHOHYDQFH�IRU�PDWWHUV�RI�MXVWLFH�DQG�ERWWRP�XS�HPSRZHUPHQW�

�� *OREDO�FLWLHV�DUH�FRPPDQG�SRLQWV�LQ�WKH�ZRUOG�HFRQRP\�WKDW�SOD\�D�NH\�UROH�LQ�IDFLOLWDWLQJ�LQWHUQDWLRQDO�HFRQRPLF
LQWHUDFWLRQV��LQFOXGLQJ�V\VWHPV�RI�H[FKDQJH��H[WUDFWLRQ��SURGXFWLRQ��DQG�FRQVXPSWLRQ��6DVVHQ������������*OREDO
FLWLHV�DUH�D�SURGXFW�RI�WKH�LQFUHDVLQJO\�WUDQVQDWLRQDO�DQG�K\SHUPRELOH�QDWXUH�RI�FHUWDLQ�VHUYLFHV�DQG�LQGXVWULHV��H�J��
ILQDQFH��DQG�WKH�JHRJUDSKLF�GLVSHUVDO�RI�HFRQRPLF�IXQFWLRQV�DFURVV�WKH�SODQHW��H�J���SURGXFLQJ�FRQVXPHU�JRRGV
WKURXJK�LQWHUQDWLRQDO�VXSSO\�FKDLQV���6DVVHQ�����������

�� $V�WKHRUL]HG�E\�+DUYH\���������XUEDQ�HQWUHSUHQHXUVKLS�LV�D�SURFHVV�ZKHUHE\�ORFDO�JRYHUQPHQWV�DGRSW�WDFWLFV�RI
VHOI�SURPRWLRQ�DQG�ERRVWHULVP�WR�DWWUDFW�SULYDWH�LQYHVWPHQW�DQG�LQGXVWU\��+DUYH\�����������7KURXJK�SXEOLF�SULYDWH
SDUWQHUVKLSV��PXQLFLSDOLWLHV�DLP�WR�HQKDQFH�WKHLU�VRFLRHFRQRPLF�FRQGLWLRQ�DQG�UHGXFH�WKH�QHHG�IRU�VWDWH�LQWHUYHQWLRQ�



��

DJHQGDV�DQG�YLVLRQV�RI�XUEDQLW\��HQFRXUDJLQJ�-RKDQQHVEXUJ¶V�&LW\�*RYHUQPHQW�WR�HPEUDFH

QHROLEHUDO�YDOXHV�DQG�DVSLUH�WR�JOREDO�FLW\�VWDWXV�

������-RKDQQHVEXUJ¶V�(FRQRPLF�)RXQGDWLRQV

7KURXJKRXW�WKH�FRORQLDO�DQG�$SDUWKHLG�HUDV��-RKDQQHVEXUJ�RFFXSLHG�D�XQLTXH�HFRQRPLF

SRVLWLRQ�WKDW�ZDV�VKDSHG�E\�WKH�FRORQLDO�FDSLWDOLVW�DQG�LQGXVWULDO�HFRQRPLF�V\VWHP��:RUGHQ������

���DV�FLWHG�LQ�0HDUV�����������)RXQGHG�LQ�������WKH�FLW\¶V�SRSXODWLRQ��HFRQRP\��DQG�XUEDQ�IRUP

HYROYHG�RXW�RI�WKH�G\QDPLFV�RI�PLQHUDO�H[WUDFWLRQ�DORQJ�WKH�:LWZDWHUVUDQG�*ROG�)LHOGV

�+DUULVRQ�DQG�=DFN�������������$W�LWV�SHDN�LQ�������6RXWK�$IULFD�FRQWULEXWHG����SHUFHQW�RI�WKH

ZRUOG¶V�WRWDO�JROG�RXWSXW��ZLWK�D�VLJQLILFDQW�SRUWLRQ�RI�JROG�SURGXFWLRQ�RFFXUULQJ�LQ�PLQHV�LQ�DQG

DURXQG�-RKDQQHVEXUJ��+DUULVRQ�DQG�=DFN�������������$OWKRXJK�WKH�PLQLQJ�VHFWRU�FRQWUDFWHG

GXULQJ�WKH�VHFRQG�KDOI�RI�WKH�WZHQWLHWK�FHQWXU\��-RKDQQHVEXUJ¶V�HFRQRP\�FRQWLQXHG�WR�JURZ�DQG

SURVSHU�DQG�UHPDLQHG�FHQWUDO�WR�6RXWK�$IULFD¶V�QDWLRQDO�HFRQRP\�

7KH�JURZWK�RI�WKH�PLQLQJ�LQGXVWU\�FDWDO\]HG�-RKDQQHVEXUJ¶V�HFRQRPLF�GHYHORSPHQW�DQG

GLYHUVLILFDWLRQ��JLYLQJ�ULVH�WR�WKH�FLW\¶V�SURPLQHQW�LQGXVWULDO�DQG�ILQDQFLDO�VHFWRUV��+DUULVRQ�DQG

=DFN�������������,Q�������-RKDQQHVEXUJ�EHFDPH�WKH�VLWH�RI�WKH�-RKDQQHVEXUJ�6WRFN�([FKDQJH

�-6(���FRQQHFWLQJ�WKH�FLW\�WR�DQ�HOLWH�V\VWHP�RI�ILQDQFH��EDQNLQJ��DQG�VSHFXODWLRQ��+DUULVRQ�DQG

=DFN�������������-RKDQQHVEXUJ�DOVR�VHUYHG�DV�WKH�FRUSRUDWH�DQG�SK\VLFDO�FHQWHU�RI�WKH�PLQLQJ

LQGXVWU\�DQG�ZDV�KRPH�WR�D�QXPEHU�RI�PDQXIDFWXULQJ�ILUPV�WKDW�ZHUH�HVWDEOLVKHG�LQ�SDUW�WR�PHHW

WKH�PDWHULDO�GHPDQGV�RI�WKH�PLQLQJ�VHFWRU��+DUULVRQ�DQG�=DFN�������������$V�D�UHVXOW�RI�LWV

GLYHUVH�HFRQRPLF�DFWLYLWLHV��FRORQLDO�VWDWXV��DQG�FRQWULEXWLRQV�WR�WKH�ZRUOG¶V�JROG�VXSSO\��WKH�FLW\

ZDV�ZHOO�FRQQHFWHG�WR�UHJLRQDO�DQG�LQWHUQDWLRQDO�WUDGH�



��

6RXWK�$IULFD¶V�QDWLRQDO�SROLF\�RULHQWDWLRQ�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�-RKDQQHVEXUJ¶V

HFRQRPLF�GHYHORSPHQW�DQG�LQGXVWULDO�GLYHUVLILFDWLRQ��)URP�WKH�����V�XQWLO�DURXQG�������6RXWK

$IULFD¶V�1DWLRQDO�*RYHUQPHQW²OHG�E\�WKH�:KLWH�PLQRULW\²UHOLHG�RQ�D�PDFURHFRQRPLF�VWUDWHJ\

FDOOHG�LPSRUW�VXEVWLWXWLRQ�LQGXVWULDOL]DWLRQ��,6,���,QLWLDOO\��WKLV�DSSURDFK�ZDV�D�UHDFWLRQ�WR�WKH

LPSRUW�GLVUXSWLRQV�WKDW�RFFXUUHG�GXULQJ�:RUOG�:DU�,�DQG�:RUOG�:DU�,,��+DUULVRQ�DQG�=DFN������

���±������%\�LQFHQWLYL]LQJ�GRPHVWLF�SURGXFWLRQ�WKURXJK�VWDWH�VXEVLGLHV�DQG�SURWHFWLRQLVW�WUDGH

SROLFLHV��,6,�HQKDQFHG�6RXWK�$IULFD¶V�HFRQRPLF�LQGHSHQGHQFH��$GHZDOH������������

,Q�DGGLWLRQ�WR�LWV�UHOHYDQFH�GXULQJ�ZDUWLPHV��,6,�VWUDWHJLFDOO\�KHOSHG�WKH�1DWLRQDO�3DUW\

XSKROG�WKH�$SDUWKHLG�V\VWHP��8QGHU�WKLV�PRGHO��6RXWK�$IULFD�SURGXFHG�HVVHQWLDO�JRRGV²VXFK�DV

FORWKLQJ��FKHPLFDOV��FRQVWUXFWLRQ�PDWHULDOV��DQG�IRRG²LQWHUQDOO\��UHGXFLQJ�LWV�GHSHQGHQFH�RQ

LPSRUWV�DQG�VKLHOGLQJ�WKH�FRXQWU\�IURP�WKH�WKUHDW�RI�HFRQRPLF�LVRODWLRQ��VDQFWLRQV��DQG�FRHUFLRQ

E\�IRUHLJQ�VWDWHV��$GHZDOH������������+DUULVRQ�DQG�=DFN�������������0DQ\�RI�6RXWK�$IULFD¶V

QHZ�LQGXVWULHV�DQG�PDQXIDFWXULQJ�SODQWV�ZHUH�VLWXDWHG�LQ�DQG�DURXQG�-RKDQQHVEXUJ�GXH�WR�LWV

ODUJH�SRSXODWLRQ�DQG�VXSSO\�RI�ODERUHUV��WUDGH�IULHQGO\�LQIUDVWUXFWXUH��DQG�H[LVWLQJ�VWDWXV�DV�WKH

FRXQWU\¶V�FRUSRUDWH�KHDGTXDUWHUV�IURP�WKH�PLQLQJ�ERRP��,QQHV������DV�FLWHG�LQ�+DUULVRQ�DQG

=DFN�������������7KHVH�G\QDPLFV�UHDVVHUWHG�-RKDQQHVEXUJ
V�SRVLWLRQ�DV�6RXWK�$IULFD¶V�HFRQRPLF

SRZHUKRXVH�E\�EULQJLQJ�GLVSURSRUWLRQDWH�EHQHILWV�WR�WKH�FLW\¶V�ODERU�PDUNHW�DQG�ORFDO�HFRQRP\�

$W�D�QDWLRQDO�OHYHO��SURWHFWLRQLVW�PDFURHFRQRPLF�SROLFLHV�OHG�WR�HFRQRPLF�GLYHUVLILFDWLRQ��FUHDWHG

HPSOR\PHQW�RSSRUWXQLWLHV��DQG�VHUYHG�WKH�LQWHUHVW�RI�WKH�FRXQWU\¶V�:KLWH�PLQRULW\�OHDGHUVKLS�

'XULQJ�WKH�����V��DQWL�FRORQLDO�DQG�DQWL�$SDUWKHLG�VHQWLPHQWV�JHQHUDWHG�QHZ�SUHVVXUHV

WKDW�WKUHDWHQHG�6RXWK�$IULFD¶V�SROLWLFDO�DQG�HFRQRPLF�V\VWHP��$FWLYLVWV �� FDOOHG�IRU�FRUSRUDWH

�� 7KH�$QWL�$SDUWKHLG�PRYHPHQW��$$0��ZDV�HVSHFLDOO\�SURPLQHQW�DFURVV�FROOHJH�FDPSXVHV�LQ�WKH�8�6��DQG�(XURSH�
6WXGHQW�SURWHVWV�OHG�FROOHJHV�WR�GLYHVW�WKHLU�HQGRZPHQWV�IURP�6RXWK�$IULFDQ�VWRFN��SUHFLSLWDWLQJ�ZLGHVSUHDG�SULYDWH
GLVLQYHVWPHQW�DQG�HFRQRPLF�VDQFWLRQV��.DHPSIHU��/HKPDQ��DQG�/RZHQEHUJ����������±������7KHVH�WDFWLFV�DLPHG�WR
LQFHQWLYL]H�SROLF\�FKDQJH�LQ�6RXWK�$IULFD�E\�DGGLQJ�DGGLWLRQDO�HFRQRPLF�SUHVVXUH�WR�WKLV�DOUHDG\�H[FOXGHG�FRXQWU\�



��

GLVLQYHVWPHQW�DQG�DJJUHVVLYH�VWDWH�VDQFWLRQV�DV�D�ZD\�WR�LQFHQWLYL]H�SROLF\�FKDQJH�DQG�OLEHUDWH

6RXWK�$IULFD�IURP�:KLWH�PLQRULW\�UXOH��)LJXUH�����.DHPSIHU��/HKPDQ��DQG�/RZHQEHUJ������

������$FFRUGLQJO\��WKH�2UJDQL]DWLRQ�RI�WKH�3HWUROHXP�([SRUWLQJ�&RXQWULHV��23(&��HQDFWHG�DQ

RLO�HPEDUJR�DJDLQVW�6RXWK�$IULFD�LQ�������WKUHDWHQLQJ�HFRQRPLF�GLVDVWHU�EHFDXVH�WKHUH�ZDV�QR

GRPHVWLF�VXEVWLWXWH�IRU�WKLV�HVVHQWLDO�SURGXFW��/HY\�������������$URXQG�WKLV�VDPH�SHULRG�

FRXQWULHV�OLNH�WKH�8QLWHG�.LQJGRP�DQG�8QLWHG�6WDWHV�HQDFWHG�WUDGH�DQG�ILQDQFLDO�VDQFWLRQV

DJDLQVW�6RXWK�$IULFD��DQG�D�ODUJH�DPRXQW�RI�LQYHVWPHQW�ZDV�ZLWKGUDZQ�E\�ERWK�SXEOLF�DQG

SULYDWH�DFWRUV��/HY\�������������,Q�HIIHFW��6RXWK�$IULFD
V�HFRQRPLF�JURZWK�ZDV�UHGXFHG�E\�DQ

HVWLPDWHG�����SHUFHQW�SHU�\HDU�IURP�WKH�����V�WR�WKH�HDUO\�����V��GH�.OHUN����������DV�FLWHG�LQ

6FKQHLGHU������������7KHVH�H[WHUQDO�SUHVVXUHV�KDG�SURIRXQG�LPSDFWV�RQ�6RXWK�$IULFD¶V�GRPHVWLF

HFRQRP\�DQG�LQFHQWLYL]HG�13�DQG�$1&�RIILFLDOV�WR�QHJRWLDWH�WKH�HQG�RI�WKH�$SDUWKHLG�V\VWHP�

)LJXUH�����0RGHO�RI�,QWHUQDWLRQDO�3ROLWLFDO�DQG�(FRQRPLF 3UHVVXUH�RQ�6RXWK�$IULFD
�.DHPSIHU��/HKPDQ��DQG�/RZHQEHUJ�����������

'HVSLWH�LWV�HDUO\�SUHVWLJH��ULFK�HQGRZPHQW�RI�QDWXUDO�UHVRXUFHV��DQG�OLQNDJHV�ZLWK�JOREDO

DFWRUV�IURP�WKH�FRORQLDO�V\VWHP��-RKDQQHVEXUJ�FRXOG�QRW�EHFRPH�D�:&$&�GXULQJ�$SDUWKHLG�

6RXWK�$IULFD¶V�VHOI�LQIOLFWHG�,6,�SROLFLHV�DQG�WKH�FRXQWU\¶V�HFRQRPLF�H[FOXVLRQ�E\�IRUHLJQ�DFWRUV

SUHYHQWHG�6RXWK�$IULFDQ�FLWLHV�IURP�FRPSHWLQJ�DQG�SDUWLFLSDWLQJ�LQ�WKH�JOREDO�HFRQRP\�DW�D



��

VLJQLILFDQW�OHYHO��/RQJ�SUHYHQWHG�IURP�UHDOL]LQJ�LWV�SRWHQWLDO�DV�D�FHQWUDO�SOD\HU�LQ�WKH

LQWHUQDWLRQDO�FDSLWDOLVW�RUGHU��WKH�WUDQVLWLRQ�WR�PDMRULW\�UXOH²DQG�FRQFXUUHQW�OLIWLQJ�RI�VDQFWLRQV�

EDUULHUV��DQG�LQYHVWPHQW�GHWHUUHQWV²RSHQHG�XS�QHZ�SRVVLELOLWLHV�DQG�RSSRUWXQLWLHV��7KLV�KLVWRU\

FRQWH[WXDOL]HV�WKH�&LW\�RI�-RKDQQHVEXUJ¶V�XQLTXH�SRVLWLRQ�DQG�HQWKXVLDVWLF�SXUVXLW�RI

SDUWLFLSDWLQJ�LQ�WKH�JOREDO�HFRQRPLF�V\VWHP�IROORZLQJ�GHPRFUDWL]DWLRQ�

������,QIOXHQFH�RI�&RQWHPSRUDU\�'LVFRXUVHV

:KHQ�6RXWK�$IULFD�ZDV�OLEHUDWHG�IURP�$SDUWKHLG�LQ�������QHROLEHUDO�LGHRORJ\�ZDV

SHUYDVLYH��SUHHPLQHQW��DQG�KLJKO\�LQIOXHQWLDO�DFURVV�WKH�JOREH��6FXOO\�������������$URXQG�WKLV

WLPH��WKH�ZHOIDUH�VWDWH�PRGHO²ZKLFK�HPSRZHUHG�JRYHUQPHQWV�WR�WDNH�RQ�DQ�DFWLYH�UROH�LQ

SURYLGLQJ�IRU�WKH�KHDOWK�DQG�ZHOO�EHLQJ�RI�LWV�FLWL]HQV�WKURXJK�VRFLDO�SROLFLHV²ZDV�XQGHU�LQWHQVH

VFUXWLQ\��2UJDQL]DWLRQV�OLNH�WKH�:RUOG�%DQN��DQG�FRXQWULHV�LQFOXGLQJ�WKH�8QLWHG�6WDWHV�DQG

8QLWHG�.LQJGRP�DGYRFDWHG�IRU�QHROLEHUDO�YDOXHV²LQFOXGLQJ�ILVFDO�DXVWHULW\��SULYDWL]DWLRQ�

GHUHJXODWLRQ��PDUNHW�OLEHUDOL]DWLRQ��DQG�FXWV�WR�SXEOLF�VSHQGLQJ²DV�D�IRXQGDWLRQ�IRU

GHYHORSPHQW��HFRQRPLF�JURZWK��DQG�VSUHDGLQJ�GHPRFUDF\��7KXV��IXOO\�UHDOL]LQJ�WKH�VRFLDO

EHQHILWV�RI�GHPRFUDWL]DWLRQ�ZDV�FRPSOLFDWHG�E\�WKH�OLPLWV�WKDW�QHROLEHUDOLVP�SODFHG�RQ�VWDWH

DFWLRQV��6FXOO\�������������:KLOH�6RXWK�$IULFD¶V�H[WUHPH�UDFLDO�LQHTXDOLW\�FUHDWHG�D�SROLWLFDO

LPSHUDWLYH�IRU�WKH�JRYHUQPHQW�WR�LQWHUYHQH�ZLWK�UREXVW�VRFLDO�ZHOIDUH�VWUDWHJLHV��WKH�IRFXV�RQ

QHROLEHUDO�DSSURDFKHV�WR�GHYHORSPHQW�DQG�UHGLVWULEXWLRQ�OLPLWHG�WKH�SRVW�$SDUWKHLG�SROLF\�VSDFH�

������&KDUDFWHUL]LQJ�*OREDO�&LWLHV�DQG�1HROLEHUDO�8UEDQLVP

-RKDQQHVEXUJ¶V�SRVW�$SDUWKHLG�FRQGLWLRQ�LV�LQWHUWZLQHG�ZLWK�JOREDO�FLW\�YLVLRQV�DQG�WKH

FRLQFLGLQJ�ORJLFV�RI�QHROLEHUDO�XUEDQLVP�DQG�XUEDQ�HQWUHSUHQHXULDOLVP��,Q�EULHI��JOREDO�FLWLHV�DUH



��

FHQWUDO�QRGHV�LQ�WKH�ZRUOG�HFRQRP\�WKDW�VHUYH�DV�VLWHV�RI�LQGXVWU\��LQYHVWPHQW��SURGXFWLRQ�

FRQVXPSWLRQ��DQG�LQIOXHQFH��6DVVHQ���������±�����7KH\�WHQG�WR�EH�FKDUDFWHUL]HG�E\�KLJK

HFRQRPLF�JURZWK��FRQFHQWUDWLRQV�RI�ZHDOWK��ZHOO�GHYHORSHG�WUDGH�LQIUDVWUXFWXUH��DQG�WHUWLDU\

VHFWRU�LQGXVWULHV��0XQLFLSDOLWLHV�WKDW�DVSLUH�WR�JOREDO�FLW\�VWDWXV�DGRSW�QHROLEHUDO�SROLF\�DJHQGDV

DQG�HPEUDFH�HQWUHSUHQHXULDO�WDFWLFV�WR�DWWUDFW�SULYDWH�LQYHVWPHQW�DQG�PDNH�WKHPVHOYHV�PRUH

FRPSHWLWLYH�LQ�WKH�ZRUOG�HFRQRP\��+DUYH\����������9LYHV�0LUy���������DV�FLWHG�LQ�-DIIHH������

������5DWKHU�WKDQ�WDUJHWLQJ�ORFDO�QHHGV��FLW\�JRYHUQPHQWV�RIWHQ�VSHQG�WKHLU�OLPLWHG�UHVRXUFHV�RQ

SURPRWLRQDO�SURMHFWV�WR�HQKDQFH�WKHLU�DSSHDO�WR�FDSLWDO��/HPDQVNL�������������7KLV�RULHQWDWLRQ�LV

SUHGLFDWHG�RQ�WKH�QRWLRQ�WKDW�SDUWLFLSDWLRQ�LQ�WKH�ZRUOG�HFRQRP\�ZLOO�JHQHUDWH�ORFDO

LPSURYHPHQWV²VXFK�DV�VKDUHG�SURVSHULW\��GHYHORSPHQW��DQG�HFRQRPLF�JURZWK²OHVVHQ�WKH

VWDWH¶V�DGPLQLVWUDWLYH�DQG�ILQDQFLDO�EXUGHQ��DQG�JLYH�FLWLHV�PRUH�SRZHU�DQG�LQIOXHQFH�LQ�WKH

JOREDO�VSKHUH��$V�D�UHVXOW��HQWUHSUHQHXULDO�PXQLFLSDO�JRYHUQPHQWV�DLP�WR�PDNH�WKHPVHOYHV

EXVLQHVV�IULHQGO\�DQG�DWWUDFWLYH�WR�LQWHUQDWLRQDO�FDSLWDO�WKURXJK�QHROLEHUDO�SROLFLHV�

1HROLEHUDO�XUEDQLVP�PDNHV�LVVXHV�RI�VRFLDO�GHSULYDWLRQ�DQG�LQHTXDOLW\�SHULSKHUDO�WR

HFRQRPLF�PHWULFV��:KLOH�WKH�SRVLWLYH�DVSHFWV�RI�JOREDO�FLWLHV�WHQG�WR�EH�WKHLU�PRVW�SURPLQHQW

IHDWXUHV�LQ�GHYHORSPHQW�GLVFRXUVHV��WKLV�FRQGLWLRQ�LQWURGXFHV�D�QXPEHU�RI�QHJDWLYH�H[WHUQDOLWLHV�

$PRQJ�WKHP�DUH�VRFLDO�SRODUL]DWLRQ��SROLWLFDO�GLVHQIUDQFKLVHPHQW��WKH�JURZWK�RI�LQIRUPDO

VHWWOHPHQWV��ODERU�PDUNHW�H[FOXVLRQ��VSDWLDO�VHJPHQWDWLRQ��DQG�JHQWULILFDWLRQ��)ULHGPDQ�DQG

:ROII�����������DV�FLWHG�LQ�)R[�DQG�*RRGIHOORZ�����������/HPDQVNL������������3HFN��7KHRGRUH�

DQG�%UHQQHU������������7KH�EHQHILWV�RI�EHLQJ�D�JOREDO�FLW\�DUH�QRW�HTXDOO\�VKDUHG�DPRQJ�XUEDQ

FLWL]HQULHV��VRFLDO�DQG�VSDWLDO�VHJUHJDWLRQ�LV�DQ�HYHU�SUHVHQW�E\SURGXFW��6DVVHQ������������DV

FLWHG�LQ�/HPDQVNL������������



��

*OREDO�FLW\�DVSLUDWLRQV�VNHZ�WKH�LQFHQWLYHV�RI�XUEDQ�JRYHUQPHQWV��1HROLEHUDOLVP�SRVLWV

WKDW�FRPSHWLWLYH��RSHQ��DQG�XQUHJXODWHG�PDUNHWV�DUH�WKH�RSWLPDO�DQG�PRVW�HIILFLHQW�ZD\�WR

DFKLHYH�VRFLR�HFRQRPLF�GHYHORSPHQW��3HFN��7KHRGRUH��DQG�%UHQQHU������������$FFRUGLQJO\��FLW\

JRYHUQPHQWV�VXERUGLQDWH�WKHLU�SROLF\�DJHQGDV�WR�HOLWH�LQWHUHVWV�DQG�WKH�GHPDQGV�RI�FDSLWDO�

VDFULILFLQJ�ORFDO�DFFRXQWDELOLW\�DQG�UHVSRQVLYHQHVV��$V�6PLWK�DQG�*XDUQL]R��������H[SODLQ�

>D@�SULPDU\�JRDO�RI�FLW\�JRYHUQPHQWV�LV�WR�SURPRWH�HFRQRPLF�GHYHORSPHQW�FRQQHFWHG�WR
JOREDO�FDSLWDO�FLUFXLWV��7KH\�QR�ORQJHU�VHHN�WR�GLUHFWO\�LPSURYH�WKH�HYHU\GD\�OLYLQJ
FRQGLWLRQV�RI�WKH�LQKDELWDQWV��EXW�UDWKHU�WR�FUHDWH�HQYLURQPHQWV�DWWUDFWLYH�WR�FRUSRUDWH
LQYHVWPHQWV�LQ�JOREDO�FRPSHWLWLRQ�ZLWK�RWKHU�FLWLHV�������

7KHVH�G\QDPLFV�DUH�HVSHFLDOO\�SUREOHPDWLF�LQ�SRVW�FRORQLDO�FLWLHV�OLNH�-RKDQQHVEXUJ�ZKHUH

LQHTXDOLW\��SRYHUW\��VRFLDO�GLVHPSRZHUPHQW��DQG�DQ�XQHYHQ�GLVWULEXWLRQ�RI�UHVRXUFHV�LV�DOUHDG\

WKH�QRUP��/HPDQVNL�������������7KH�SURPLVHV�RI�WKH�PDUNHW�DOORZ�XUEDQ�JRYHUQPHQWV�WR�WXUQ

WKHLU�DWWHQWLRQ�DZD\�IURP�LQWHUQDO�QHHGV�DQG�LPEDODQFHV��\HW�WKLV�RULHQWDWLRQ�HIIHFWLYHO\�HQDEOHV

WKH�SHUVLVWHQFH�DQG�UHSURGXFWLRQ�RI�XQGHVLUDEOH�FRQGLWLRQV��6FKQHLGHU�����������

����3RVW�$SDUWKHLG�3ROLF\�)UDPHZRUNV

6KRUWO\�DIWHU�6RXWK�$IULFD¶V�GHPRFUDWL]DWLRQ��-RKDQQHVEXUJ¶V�&LW\�*RYHUQPHQW�EHJDQ

SURPRWLQJ�LWVHOI�DV�D�³:RUOG�&ODVV�$IULFDQ�&LW\´��6LKORQJRQ\DQH�����������7KH�FRXQWU\¶V�QHZ

HFRQRPLF�RSHQQHVV��-RKDQQHVEXUJ¶V�DXWRQRP\��DQG�WKH�FRQWHPSRUDU\�SRSXODULW\�RI�QHROLEHUDOLVP

HQFRXUDJHG�FLW\�DXWKRULWLHV�WR�LQYROYH�PDUNHW�IRUFHV�LQ�PDWWHUV�RI�XUEDQ�JRYHUQDQFH��$W�ILUVW��WKLV

VHHPHG�SUDJPDWLF��*LYHQ�-RKDQQHVEXUJ¶V�QHZ�PXQLFLSDO�VWUXFWXUH�DQG�LWV�OLPLWHG�DGPLQLVWUDWLYH�

RUJDQL]DWLRQDO��DQG�ILQDQFLDO�UHVRXUFHV��LQYROYLQJ�WKH�SULYDWH�VHFWRU�LQ�VHUYLFH�SURYLVLRQ�FRXOG

RVWHQVLEO\�KHOS�WKH�ORFDO�JRYHUQPHQW�UHVSRQG�WR�LPPHGLDWH�QHHGV��<HW��QHROLEHUDO�YDOXHV�VRRQ

EHFDPH�IRXQGDWLRQDO�WR�-RKDQQHVEXUJ¶V�DSSURDFK�WR�GHYHORSPHQW�DQG�JRYHUQDQFH²DV�HYLGHQFHG

E\�L*ROL������DQG�-REXUJ�����²HURGLQJ�WKH�FLW\¶V�LQLWLDO�IRFXV�RQ�GLUHFWO\�UHFWLI\LQJ�ORFDO�DQG



��

ODVWLQJ�PDQLIHVWDWLRQV�RI�$SDUWKHLG��7KHVH�WUHQGV�PLUURUHG�WKH�$1&¶V�HPEUDFH�RI�QHROLEHUDO

ORJLF�DW�WKH�QDWLRQDO�OHYHO��DV�UHIOHFWHG�E\�LWV�VKLIW�IURP�WKH�5HFRQVWUXFWLRQ�DQG�'HYHORSPHQW

3URJUDPPH��5'3��WR�WKH�*URZWK��(PSOR\PHQW��DQG�5HGLVWULEXWLRQ��*($5��VWUDWHJ\��%\

DGRSWLQJ�QHROLEHUDO�YDOXHV�DQG�SXUVXLQJ�D�FHQWUDO�UROH�LQ�WKH�JOREDO�HFRQRP\�E\�EHFRPLQJ�D

:&$&��-RKDQQHVEXUJ¶V�&LW\�*RYHUQPHQW�IDLOHG�WR�WUDQVIRUP�LWV�XUEDQ�ODQGVFDSH�SRVW�$SDUWKHLG�

������7KH�1DWLRQDO�6SKHUH

7KH�5HFRQVWUXFWLRQ�DQG�'HYHORSPHQW�3URJUDPPH��5'3��ZDV�WKH�$1&¶V�LQLWLDO�SROLF\

IUDPHZRUN�IRU�SRVW�$SDUWKHLG�6RXWK�$IULFD��(QDFWHG�LQ�������LW�FDOOHG�IRU�KHDY\�VWDWH

LQYROYHPHQW�WR�HUDGLFDWH�$SDUWKHLG�OHJDFLHV�DQG�UHDOL]H�WKH�5DLQERZ�1DWLRQ�SURPLVH�RI�D

³GHPRFUDWLF��QRQ�UDFLDO�DQG�QRQ�VH[LVW�IXWXUH´�IRU�6RXWK�$IULFD��*RYHUQPHQW�RI�1DWLRQDO�8QLW\

��������DV�FLWHG�LQ�&RUGHU�������������1RWDEO\��WKH�5'3�ZDV�SUHGLFDWHG�RQ�WKH�FRQYLFWLRQ�WKDW

WKH�PDUNHW�V\VWHP�ZDV�XQDEOH�WR�DGGUHVV�LQHTXDOLW\��WKXV�ZDUUDQWLQJ�RYHUVLJKW�DQG�LQWHUYHQWLRQ

E\�WKH�VWDWH��$GHO]DGHK�����������&KLSNLQ������DV�FLWHG�LQ�-DPHV������������7KLV�SHRSOH�ILUVW�

PDUNHW�VHFRQG�RULHQWDWLRQ�UHIOHFWV�WKH�5'3¶V�VR�FDOOHG�³VRFLDOLVW�UHVRQDQFH�´�ZKLFK�ZDV�DW�RGGV

ZLWK�WKH�SULPDF\�RI�IUHH�PDUNHW�FDSLWDOLVP�LQ�JOREDO�GHYHORSPHQW�GLVFRXUVHV�DW�WKH�WLPH��1DUVLDK

�����������8QGHU�WKH�5'3��WKH�VWDWH�ZDV�H[SHFWHG�WR�IDFLOLWDWH�UHGLVWULEXWLRQ�E\�SURYLGLQJ�IRU

EDVLF�QHHGV��H�J���KRXVLQJ��MREV��VHUYLFHV��LQIUDVWUXFWXUH���UHEXLOG�WKH�HFRQRP\��DQG�GHPRFUDWL]H

6RXWK�$IULFDQ�VRFLHW\��&RUGHU����������±�����0RROOD��.RW]H��DQG�%ORFN�������������2QH�RI�WKH

SULPDU\�DLPV�RI�WKLV�SROLF\�IUDPHZRUN�ZDV�WR�UHDOL]H�5DLQERZ�1DWLRQ�LGHDOV�DQG�HPSRZHU�%ODFN

6RXWK�$IULFDQV�ZKRVH�FDSDELOLWLHV�DQG�RSSRUWXQLWLHV�ZHUH�VXSSUHVVHG�XQGHU�:KLWH�PLQRULW\�UXOH�

7KH�5'3�ZDV�QRW�ZLWKRXW�IODZV�DQG�VKRUWFRPLQJV��,PSOHPHQWDWLRQ�ZDV�FRPSOLFDWHG�E\

WKH�GHFHQWUDOL]HG�V\VWHP��ZKLFK�REOLJDWHG�PRVWO\�DXWRQRPRXV�PXQLFLSDO�JRYHUQPHQWV�WR�SOD\�D



��

NH\�UROH�LQ�VHUYLFH�SURYLVLRQ�DQG�GHYHORSPHQW��HYHQ�WKRXJK�WKLV�SROLF\�ZDV�HQDFWHG�DW�WKH

QDWLRQDO�OHYHO���)XUWKHUPRUH��6RXWK�$IULFD¶V�ILQDQFHV�ZHUH�LQ�GLVDUUD\��WKH�JRYHUQPHQW�LQKHULWHG

PDMRU�EXGJHW�GHILFLWV�IURP�WKH�$SDUWKHLG�HUD²DQG�LWV�DYDLODEOH�UHYHQXH�VRXUFHV�GLG�QRW�PDWFK�LWV

H[SHQGLWXUH�GHPDQGV²OHDGLQJ�SROLF\�PDNHUV�WR�FODLP�WKDW�WKH\�³FRXOG�QRW�SRVVLEO\�DIIRUG�DOO�RI

WKH�WKLQJV�WKH�$1&�ZDQWHG´�ZLWKRXW�LQWHQVLI\LQJ�WKH�QDWLRQ¶V�HFRQRPLF�SUREOHPV��6FKQHLGHU

�����������%H\RQG�WKHVH�IDFWRUV��WKH�$1&�*RYHUQPHQW�ZDV�DGYLVHG�E\�WKH�:RUOG�%DQN�DQG

,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)���PXOWLODWHUDO�LQVWLWXWLRQV�WKDW�SURPRWHG�QHROLEHUDOLVP�

HFRQRPLF�VWDELOL]DWLRQ��DQG�VWUXFWXUDO�DGMXVWPHQW�SROLFLHV�LQ�GHYHORSLQJ�FRXQWULHV�DW�WKLV

KLVWRULFDO�MXQFWXUH��1DUVLDK������������:KLOH�WKH�5'3�VRXJKW�WR�XSOLIW�6RXWK�$IULFD�WKURXJK�VWDWH

LQWHUYHQWLRQ��WKH�EURDGHU�FRQWH[W�GLVLQFHQWLYL]HG�VRFLDO�ZHOIDULVW�DSSURDFKHV�WR�UHGLVWULEXWLRQ�DQG

UHFRQVWUXFWLRQ��,Q�HIIHFW��ILVFDO�DQG�PRQHWDU\�GLVFLSOLQH�� EHFDPH�QRQ�QHJRWLDEOH�SROLF\

LPSHUDWLYHV�LQ�WKH�H\HV�RI�WKH�QDWLRQ¶V�SROLWLFDO�OHDGHUV�DQG�SROLF\�DGYLVRUV��1DUVLDK�����������

7KH�$1&�UHSODFHG�WKH�5'3�ZLWK�WKH�*URZWK��(PSOR\PHQW��DQG�5HGLVWULEXWLRQ��*($5�

VWUDWHJ\�LQ�������MXVW�WZR�\HDUV�DIWHU�GHPRFUDWL]DWLRQ��:KLOH�WKH�5'3�IUDPHZRUN�VDZ�WKH�PDUNHW

DV�D�YHFWRU�RI�LQHTXDOLW\�DQG�FDOOHG�IRU�UHGLVWULEXWLRQ�DV�D�SDWKZD\�WR�JURZWK�DQG�VKDUHG

SURVSHULW\��*($5�H[SOLFLWO\�HPEUDFHG�QHROLEHUDO�YDOXHV��LW�GLVFRXUDJHG�VWDWH�LQYROYHPHQW�LQ

VRFLHWDO�UHFRQVWUXFWLRQ�DQG�VRFLDO�ZHOO�EHLQJ��DQG�SULRULWL]HG�SULYDWL]DWLRQ��ILVFDO�DXVWHULW\�

HFRQRPLF�JURZWK��DQG�DWWUDFWLQJ�IRUHLJQ�LQYHVWPHQW��-DPHV�����������+DOO������������1DUVLDK

�����������*($5�ZDV�SUHGLFDWHG�RQ�WKH�ORJLF�WKDW�D�PDUNHW�IULHQGO\�GHYHORSPHQW�VWUDWHJ\�ZRXOG

HIILFLHQWO\�DQG�LQHYLWDEO\�FRUUHFW�UDFLDO�LQHTXDOLW\��XQHPSOR\PHQW��DQG�UHGLVWULEXWH�VRFLDO�DQG

�� 6RXWK�$IULFD¶V�1DWLRQDO�*RYHUQPHQW�GLG�QRW�DFFHSW�ORDQV�IURP�LQWHUQDWLRQDO�GHYHORSPHQW�RUJDQL]DWLRQV�OLNH�WKH
:RUOG�%DQN�RU�WKH�,0)�EHFDXVH�WKH\�ZDQWHG�WR�SUHVHUYH�WKH�FRXQWU\¶V�VRYHUHLJQW\�DQG�VKLHOG�WKH�QHZO\�GHPRFUDWLF
QDWLRQ�IURP�FRHUFLRQ��5XVWRPMHH�������������7KXV��LQ�RUGHU�WR�ILQDQFH�WKH�5'3�DQG�RWKHU�HVVHQWLDO�SURJUDPV��WKH
$1&�KDG�WR�OHY\�WD[HV��*LYHQ�6RXWK�$IULFD¶V�KLJK�XQHPSOR\PHQW�DQG�SRYHUW\�UDWHV²DV�ZHOO�DV�WKH�G\VIXQFWLRQDO
DQG�VHJPHQWHG�JRYHUQDQFH�VWUXFWXUH²WKLV�ZDV�QR�VLPSOH�XQGHUWDNLQJ��7KHVH�IDFWRUV�LQIOXHQFHG�WKH�1DWLRQDO
*RYHUQPHQW¶V�GHFLVLRQ�WR�HQDFW�*($5��D�³KRPH�JURZQ�VWUXFWXUDO�DGMXVWPHQW�SURJUDP�´�ZKLFK�FDOOHG�IRU�SROLF\
FKDQJHV�DQG�LQVWLWXWLRQDO�VKLIWV�WR�HQFRXUDJH�SULYDWH�LQYHVWPHQW��5XVWRPMHH�������������,QYROYLQJ�WKH�SULYDWH�VHFWRU
ZDV�LPDJLQHG�DV�D�ZD\�WR�UHGXFH�WKH�VWDWH¶V�ILQDQFLDO�REOLJDWLRQV�ZKLOH�PDLQWDLQLQJ�WKH�JRYHUQPHQW¶V�DXWRQRP\�



��

HFRQRPLF�SRZHU�LQ�SRVW�$SDUWKHLG�6RXWK�$IULFD����)HUJXVRQ�����������,Q�WDQGHP��*($5�ZDV

SURPSWHG�E\�WKH�UDSLG�FROODSVH�LQ�WKH�YDOXH�RI�WKH�UDQG�DQG�VLJQLILFDQW�GHFOLQH�LQ�WKH�FRQILGHQFH

RI�IRUHLJQ�LQYHVWRUV�WKDW�WRRN�SODFH�EHWZHHQ������DQG�������5XVWRPMHH������������6FKQHLGHU

�����������7KLV�FRQWH[W�SXW�SUHVVXUH�RQ�6RXWK�$IULFD¶V�$1&�*RYHUQPHQW�WR�WDNH�VWHSV�WR�UHGXFH

WKH�ULVN�RI�HFRQRPLF�FROODSVH��DQG�DW�WKH�WLPH��QHROLEHUDOLVP�RIIHUHG�D�UHDG\�VROXWLRQ�

7KH�VKLIW�IURP�5'3�WR�*($5�ZDV�VLJQLILFDQW��HVSHFLDOO\�FRQVLGHULQJ�WKDW�SULRU�WR�WKH

�����(OHFWLRQ��WKH�$1&²D�KLVWRULFDOO\�OHIW�OHDQLQJ�SROLWLFDO�RUJDQL]DWLRQ²ZDV�³RSHQO\�KRVWLOH

WR�WKH�QHROLEHUDO�SROLFLHV�RI�WKH�,0)�DQG�WKH�:RUOG�%DQN´�GXH�WR�WKHLU�SRWHQWLDO�WR�HQKDQFH

LQHTXDOLW\�DQG�HURGH�GRPHVWLF�ZHOO�EHLQJ��6FKQHLGHU���������±�����8QGHU�*($5��6RXWK

$IULFD¶V�1DWLRQDO�*RYHUQPHQW�FRQWHQGHG�WKDW�WKH�PDUNHW�ZRXOG�QDWXUDOO\�DQG�HIILFLHQWO\�EULQJ

DERXW�UHGLVWULEXWLRQ�DQG�RYHUFRPH�VWUXFWXUDO�LQHTXDOLWLHV��7KLV�RULHQWDWLRQ�LPSOLFLWO\�SUHVHUYHG

WKH�HFRQRPLF�SRZHU�RI�WKH�:KLWH�PLQRULW\�DQG�OHIW�PDUJLQDOL]HG�DQG�GLVDGYDQWDJHG�JURXSV�WR

QHJRWLDWH�ZLWK�ODUJHO\�XQUHJXODWHG�PDUNHW�IRUFHV�RQ�WKHLU�RZQ��*($5�ZRUNHG�WR�DEVROYH�WKH

VWDWH¶V�UHVSRQVLELOLW\�WR�PDNH�6RXWK�$IULFDQ�VRFLHW\�PRUH�HTXDO�WKURXJK�GLUHFW�LQWHUYHQWLRQ�

������(FRQRPLF�5HVWUXFWXULQJ

0DUNHW�OLEHUDOL]DWLRQ�EURXJKW�DQ�HQG�WR�6RXWK�$IULFD¶V�HFRQRPLF�H[FOXVLRQ�DQG�PDGH�LWV

LQGXVWULHV�YXOQHUDEOH�WR�JOREDO�G\QDPLFV��$V�SURWHFWLRQLVW�WDULIIV�WKDW�DLPHG�WR�EROVWHU�WKH

SURGXFWLYH�FDSDFLW\�RI�WKH�PDQXIDFWXULQJ�VHFWRU�GXULQJ�$SDUWKHLG�ZHUH�OLIWHG��FKHDS�LPSRUWV

IORRGHG�WKH�GRPHVWLF�PDUNHW��FDXVLQJ�6RXWK�$IULFDQ�SODQWV�WR�FORVH��1DUVLDK������������,Q�HIIHFW�

WKH�MREV�DYDLODEOH�LQ�WKH�SULPDU\�DQG�VHFRQGDU\�VHFWRUV�FRQWUDFWHG�VLJQLILFDQWO\��$W�WKH�VDPH

WLPH��UHVWUXFWXULQJ�FDXVHG�UDSLG�JURZWK�LQ�WKH�WHUWLDU\�VHFWRU�DV�IRUPHU�EDUULHUV�WR�WUDGH�

LQYHVWPHQW��DQG�H[FKDQJH�ZHUH�UHYRNHG�LQ�IDYRU�RI�IUHH�PDUNHW�DSSURDFKHV��2YHUDOO��WKH�QHW



��

QXPEHU�RI�MREV�LQ�6RXWK�$IULFD�VKUXQN�E\�RYHU�KDOI�D�PLOOLRQ�LQ�WKH�ILUVW�GHFDGH�RI�GHPRFUDF\

GXH�WR�WKHVH�EURDGHU�HFRQRPLF�VKLIWV��0XUSK\��������%\�DGYRFDWLQJ�IRU�D�PLQLPDOLVW�VWDWH�

*($5�GLVLQFHQWLYL]HG�JRYHUQPHQWDO�LQWHUYHQWLRQ�LQ�SDWWHUQV�RI�ODERU�PDUNHW�LQHTXDOLW\�DQG

IDLOHG�WR�SURWHFW�GLVDGYDQWDJHG�JURXSV�IURP�WKH�H[WHUQDOLWLHV�RI�SULYDWL]DWLRQ�DQG�FRPSHWLWLRQ�

%ODFN�6RXWK�$IULFDQV�VKRXOGHUHG�D�GLVSURSRUWLRQDWH�EXUGHQ�RI�XQHPSOR\PHQW�DQG

XQGHUHPSOR\PHQW�GXH�WR�WKH�HFRQRPLF�UHVWUXFWXULQJ�WKDW�RFFXUUHG�XQGHU�*($5��,Q�������:KLWH

PDOHV�ZHUH����SHUFHQW�PRUH�OLNHO\�WR�EH�HPSOR\HG�WKDQ�WKHLU�%ODFN�FRXQWHUSDUWV�DW�DQ\�VNLOO�OHYHO

�%XUJHU�DQG�-DIWD������������)XUWKHUPRUH��LQ������DQG�������%ODFN�ODERUHUV�ZHUH�PRUH�RIWHQ

HPSOR\HG�LQ�ORZ�VNLOOHG�� DQG�VHPL�VNLOOHG�MREV�WKDQ :KLWHV��)LJXUH������(YHQ�SRVVHVVLQJ

FRPSHWLWLYH�VNLOOV�GLG�QRW�DXWRPDWLFDOO\�JHQHUDWH�LPSURYHG�HPSOR\PHQW�RXWFRPHV��D�VWXG\�IURP

�����IRXQG�WKDW����SHUFHQW�RI�VNLOOHG�%ODFN�6RXWK�$IULFDQV�ZRUNHG�LQ�ORZ�HDUQLQJV�MREV�ZKHUHDV

���SHUFHQW�RI�VNLOOHG�:KLWHV�ZRUNHG�LQ�KLJK�HDUQLQJV�MREV��$OWPDQ������������7KLV�GDWD�LQGLFDWHV

WKDW�WKH�ODERU�PDUNHW�ZDV�QRW�PRUH�LQFOXVLYH�SRVW�$SDUWKHLG��FRQWUDVWLQJ�ZLWK�WKH�QHROLEHUDO�ORJLF

HPEUDFHG�E\�*($5�WKDW�FRPSHWLWLRQ�SURGXFHV�HIILFLHQW�DQG�HTXLWDEOH�UHVXOWV�

7KHUH�DUH�WZR�SULPDU\�H[SODQDWLRQV�IRU�WKHVH�XQHYHQ�ODERU�PDUNHW�RXWFRPHV��2Q�RQH

KDQG��%ODFN�6RXWK�$IULFDQV�PD\�KDYH�ODFNHG�WKH�VNLOOV��HGXFDWLRQ��DQG�H[SHULHQFH�QHFHVVDU\�WR

FRPSHWH�IRU�MREV²HVSHFLDOO\�LQ�D�FRQWH[W�RI�PDVV�VWUXFWXUDO�XQHPSOR\PHQW²GXH�WR�WKHLU

LQWHQWLRQDO�KXPDQ�FDSLWDO�VXSSUHVVLRQ�XQGHU�$SDUWKHLG��%HDOO��&UDQNVKDZ��DQG�3DUQHOO�����������

$V�WKH�HFRQRP\�VKHG�ORZHU�VNLOOHG�PDQXDO�MREV�DQG�JDLQHG�KLJK�VNLOOHG�WHUWLDU\�VHFWRU�MREV�

WKRVH�ZLWKRXW�FHUWDLQ�PDUNHWDEOH�WDOHQWV�DQG�HQGRZPHQWV�ZHUH�PRUH�OLNHO\�WR�ORVH�RXW��6DVVHQ

�����������2Q�WKH�RWKHU�KDQG��WKH�HPEUDFH�RI�QHROLEHUDO�LGHRORJLHV�XQGHU�*($5�GLVLQFHQWLYL]HG

ODERU�PDUNHW�LQWHUYHQWLRQ�DQG�LPSOLFLWO\�DOORZHG�GLVFULPLQDWRU\�SUDFWLFHV�WR�SHUVLVW��7KHVH

�� $OWKRXJK�WHUPV�OLNH�³ORZ�VNLOOHG´�DQG�³KLJK�VNLOOHG´�DUH�SHUYDVLYH�GHVFULSWRUV�LQ�DFDGHPLF�OLWHUDWXUH��WKH\�LPSRVH
DQ�XQQHFHVVDU\�KLHUDUFK\�RQWR�SHUFHSWLRQV�RI�HPSOR\PHQW�DQG�JORVV�RYHU�WKH�IDFW�WKDW�HYHU\�W\SH�RI�MRE�KDV�YDOXH
DQG�UHTXLUHV�XQLTXH�VNLOOV��6XFK�WHUPLQRORJ\�LV�LQYRNHG�IRU�FRQVLVWHQF\�SXUSRVHV�RQO\�DQG�QRW�WR�SODFH�MXGJPHQW�



��

IDFWRUV�FRPELQHG�WR�SUHYHQW�GLIIHUHQW�UDFLDO�JURXSV�IURP�FRPSHWLQJ�RQ�HTXDO�IRRWLQJ��$V�RI������

WKH�RIILFLDO�XQHPSOR\PHQW�UDWH�� IRU�%ODFN�6RXWK�$IULFDQV�ZDV������SHUFHQW²QHDUO\�ILYH�WLPHV

KLJKHU�WKDQ�WKH�XQHPSOR\PHQW�UDWH�RI�����SHUFHQW�IRU�:KLWHV²VXJJHVWLQJ�WKDW�WKH�JRYHUQPHQW¶V

SDVVLYH�DSSURDFK�WR�DGGUHVVLQJ�VWUXFWXUDO�ODERU�PDUNHW�LQHTXDOLWLHV�ZDV�LQHIIHFWLYH��*DODO�������

)XUWKHUPRUH��WKH�SHUVLVWHQFH�RI�UDFLDOO\�XQHYHQ�RXWFRPHV�QHDUO\�WKUHH�GHFDGHV�DIWHU

GHPRFUDWL]DWLRQ�UHYHDOV�WKDW�WKH�$1&�FRQVLVWHQWO\�IDLOHG�WR�UHDOL]H�LWV�5DLQERZ�1DWLRQ�SURPLVHV�

)LJXUH���� (PSOR\PHQW�&RPSRVLWLRQ�LQ�6RXWK�$IULFD E\�5DFH�DQG�6NLOO�������DQG�����
�$GDSWHG�IURP�6WDWLVWLFV�6RXWK�$IULFD���������

-RKDQQHVEXUJ¶V�HFRQRPLF�G\QDPLFV�DOLJQHG�ZLWK�QDWLRQDO�WUHQGV��$IWHU�GHPRFUDWL]DWLRQ�

WKH�FLW\¶V�WHUWLDU\�VHFWRU�LQGXVWULHV�RI�ILQDQFH�DQG�FRPPHUFH�H[SHULHQFHG�UDSLG�JURZWK�ZKLOH�WKH

�� 7KH�RIILFLDO�XQHPSOR\PHQW�UDWH�UHIOHFWV�WKH�QXPEHU�RI�SHRSOH�ZKR�DUH�DFWLYHO\�VHHNLQJ�ZRUN�DV�D�SURSRUWLRQ�RI�WKH
HQWLUH�ODERU�IRUFH��7KLV�PHWULF�H[FOXGHV�GLVFRXUDJHG�ZRUNHUV��L�H���WKRVH�QR�ORQJHU�VHHNLQJ�IRUPDO�MREV���DQG
WKHUHIRUH�PD\�QRW�EH�IXOO\�UHSUHVHQWDWLYH�RI�WKH�DFWXDO�QXPEHU�RI�SHRSOH�ZKR�DUH�XQHPSOR\HG�



��

PLQLQJ�DQG�PDQXIDFWXULQJ�LQGXVWULHV�VWDJQDWHG�DQG�FRQWUDFWHG��)LJXUH������,Q�����²ZKHQ

*($5�ZDV�ILUVW�LPSOHPHQWHG�DW�WKH�QDWLRQDO�OHYHO²WKH�SULPDU\�DQG�VHFRQGDU\�VHFWRUV�PDGH�XS

DSSUR[LPDWHO\������SHUFHQW�RI�WKH�MREV�LQ�-RKDQQHVEXUJ��ZKHUHDV�WKH�WHUWLDU\�VHFWRU�FRQWULEXWHG

DURXQG������SHUFHQW�RI�WKH�MREV��)LJXUH�����+DUULVRQ�HW�DO������������%\�������WKHVH�ILJXUHV�ZHUH

�����SHUFHQW�DQG������SHUFHQW�UHVSHFWLYHO\��VXJJHVWLQJ�WKDW�WKH�FRXQWU\¶V�QHZ�HFRQRPLF�RSHQQHVV

XQGHU�*($5�EURXJKW�VLJQLILFDQW�FKDQJHV�WR�-RKDQQHVEXUJ¶V�HFRQRP\��)LJXUH�����+DUULVRQ�HW�DO�

����������7KH�VWDWH¶V�SDVVLYH�DSSURDFK�WR�SRVW�$SDUWKHLG�UHFRQVWUXFWLRQ�XQGHU�*($5�FRPELQHG

ZLWK�-RKDQQHVEXUJ¶V�OHJDF\�RI�UDFLDO�GLVFULPLQDWLRQ��VSDWLDO�VHJPHQWDWLRQ��DQG�HFRQRPLF��VRFLDO�

DQG�SROLWLFDO�H[FOXVLRQ�WR�KROG�WKH�%ODFN�PDMRULW\�EDFN�IURP�EHQHILWWLQJ�IURP�WKHVH�FKDQJHV�

)LJXUH���� &KDQJH�LQ�(PSOR\PHQW�E\�6HFWRU�LQ�-RKDQQHVEXUJ� ����±����
�$GDSWHG�IURP�+DUULVRQ�DQG�=DFN������������



��

)LJXUH���� (PSOR\PHQW�E\�(FRQRPLF�6HFWRU�LQ�-RKDQQHVEXUJ� �����DQG�����
�$XWKRU¶V�2ZQ��EDVHG�RQ�GDWD�IURP�+DUULVRQ�HW�DO����������

������7KH�/RFDO�6SKHUH

8QGHU�WKH�DXVSLFHV�RI�WKH�5HFRQVWUXFWLRQ�DQG�'HYHORSPHQW�3URJUDPPH��5'3��

-RKDQQHVEXUJ¶V�&LW\�*RYHUQPHQW�LQLWLDOO\�SURPLVHG�D�SHRSOH�GULYHQ�DSSURDFK�WR�ORFDO

GHYHORSPHQW�WKDW�ZRXOG�FHQWHU�FRPPXQLW\�QHHGV�DQG�RYHUFRPH�WKH�OHJDFLHV�RI�UHSUHVVLYH

:KLWH�PLQRULW\�UXOH��0\DPER������������,Q�WKH�ZRUGV�RI�-RKDQQHVEXUJ¶V�ILUVW�SRVW�$SDUWKHLG

0D\RU��,VDDF�0RJDVH������±�������WKH�$1&�OHG�&LW\�&RXQFLO�ZDV�VWULYLQJ�WR�FUHDWH�DQ

³LQQRYDWLYH�WUDQVIRUPDWLRQ�DQG�GHYHORSPHQW�SODQ�ZLWK�WKH�SULPDU\�JRDO�RI�HIIHFWLYH��HIILFLHQW

DQG�VXVWDLQDEOH�GHPRFUDWLF�JRYHUQDQFH´��0RJDVH���������DV�FLWHG�LQ�%HDOO��&UDQNVKDZ��DQG

3DUQHOO������������6XFK�KRSHIXO�UKHWRULF�VXJJHVWHG�WKDW�-RKDQQHVEXUJ¶V�OHDGHUVKLS�ZDV

FRPPLWWHG�WR�HPEUDFLQJ�WKH�5'3�DW�WKH�ORFDO�OHYHO��JLYLQJ�UHVLGHQWV�D�ULJKW�WR�WKH�FLW\�E\

SURYLGLQJ�WKHP�ZLWK�DFFRXQWDEOH��UHVSRQVLEOH�ORFDO�JRYHUQPHQW�DQG�FOHDU�FKDQQHOV�IRU

SDUWLFLSDWLRQ��DQG�DOLJQLQJ�WKHLU�SROLF\�DJHQGDV�DQG�XUEDQ�YLVLRQV�ZLWK�ORFDO�QHHGV�

3ULRU�WR�LPSOHPHQWLQJ�D�FRPSUHKHQVLYH�SODQ�IRU�XUEDQ�JRYHUQDQFH�DQG�GHYHORSPHQW�

-RKDQQHVEXUJ¶V�QHZO\�GHPRFUDWL]HG�&LW\�*RYHUQPHQW�PDGH�DWWHPSWV�WR�EULQJ�DERXW�VRFLDO

HTXDOLW\��LQWHJUDWLRQ��DQG�UHGLVWULEXWLRQ��/LSLHW]�������������&DSLWDO�LQYHVWPHQWV�LQ�KLVWRULFDOO\

GLVDGYDQWDJHG�DUHDV�RI�WKH�FLW\�DQG�DWWHPSWV�WR�HVWDEOLVK�ORFDO�SDUWLFLSDWRU\�SODQQLQJ�SURFHVVHV



��

ZHUH�FRPPRQSODFH�HIIRUWV��/LSLHW]�������������$PRQJ�RWKHU�SURMHFWV��-RKDQQHVEXUJ¶V�&LW\

*RYHUQPHQW²LQ�FROODERUDWLRQ�ZLWK�WKH�*DXWHQJ�3URYLQFLDO�*RYHUQPHQW�DQG�WKH�1DWLRQDO

*RYHUQPHQW²ZRUNHG�WR�FRQVWUXFW�ORZ�FRVW�SXEOLF�KRXVLQJ�XQLWV�LQ�KLJK�GHSULYDWLRQ�DUHDV�OLNH

6RZHWR��0RROOD��.RW]H��DQG�%ORFN�������������7KH\�DOVR�VRXJKW�WR�H[SDQG�DFFHVV�WR�EDVLF

DPHQLWLHV²VXFK�DV�SXEOLF�WUDQVSRUWDWLRQ��SOXPELQJ��DQG�HOHFWULFLW\²LQ�RUGHU�WR�FRQFXUUHQWO\

PRGHUQL]H�WKH�FLW\�DQG�FRPEDW�-RKDQQHVEXUJ¶V�KLJKO\�UDFLDOL]HG�ODQGVFDSH��$OWKRXJK�WKHVH

HIIRUWV�HPERGLHG�WKH�WHQHWV�RI�WKH�5'3�DQG�DOLJQHG�ZLWK�5DLQERZ�1DWLRQ�SURPLVHV��WKHLU

HIIHFWLYHQHVV�ZDV�FRQVWUDLQHG�E\�WKH�FLW\¶V�LQDGHTXDWH�ILQDQFLDO�UHVRXUFHV��OLPLWHG�UHGLVWULEXWLYH

FDSDFLW\��DQG�FRPSOLFDWHG�RUJDQL]DWLRQDO�DQG�DGPLQLVWUDWLYH�VWUXFWXUH�LQ�WKH�ZDNH�RI�$SDUWKHLG

�/LSLHW]�������������7KHVH�IDFWRUV�FRQWULEXWHG�WR�D�GLVWLQFW�ODFN�RI�SURJUHVV�LQ�WKH�LPPHGLDWH

SRVW�$SDUWKHLG�SHULRG��DQG�HQFRXUDJHG�WKH�&LW\�*RYHUQPHQW�WR�GHYHORS�QHZ�VWUDWHJLHV�

(DFK�RI�WKH�&LW\�*RYHUQPHQW¶V�SRVW�$SDUWKHLG�SROLF\�DJHQGDV²QDPHO\��L*ROL������

L*ROL�������DQG�-REXUJ�����²HPEUDFHG�QHROLEHUDO�ORJLFV�DQG��DOEHLW�WR�GLIIHULQJ�H[WHQWV�

HPERGLHG�D�GHVLUH�IRU�-RKDQQHVEXUJ�WR�EHFRPH�D�JOREDO�FLW\��7KHVH�IUDPHZRUNV�GUHZ�WKH�JRDOV

RI�HQKDQFLQJ�-RKDQQHVEXUJ¶V�FRPSHWLWLYHQHVV��IRVWHULQJ�JOREDO�HFRQRPLF�SDUWLFLSDWLRQ��DQG

LQFUHDVLQJ�WKH�FLW\¶V�DSSHDO�WR�FDSLWDO�LQWR�WKH�VDPH�SODQQLQJ�GLVFRXUVH�DV�SURYLGLQJ�IRU�EDVLF

QHHGV�DQG�DGGUHVVLQJ�XUEDQ�LQHTXDOLW\²ZLWK�WKH�IRUPHU�REMHFWLYHV�HYHQWXDOO\�VXSHUVHGLQJ�WKH

ODWWHU�LQ�RIILFLDO�SROLF\�GRFXPHQWV��3DUQHOO�DQG�5RELQVRQ�������������&LW\�DXWKRULWLHV�FODLPHG

WKDW�WKH�QHROLEHUDO�YDOXHV�RI�HFRQRPLF�JURZWK��SULYDWL]DWLRQ��DQG�FRPSHWLWLRQ�ZHUH�IXQGDPHQWDO

WR�SURYLGLQJ�IRU�XQGHUVHUYHG��PDUJLQDOL]HG��DQG�SRRU�XUEDQ�LQKDELWDQWV��,Q�WKHLU�H\HV��³HTXLW\�DQG

SRYHUW\�UHGXFWLRQ�FRXOG�QRW�RFFXU�ZLWKRXW�HQKDQFHG�PXQLFLSDO�HIILFLHQF\�RU�VXVWDLQDEOH�JURZWK´

�$OOHQ�HW�DO�����������DV�FLWHG�LQ�%HDOO��&UDQNVKDZ��DQG�3DUQHOO�������������,Q�DFFRUGDQFH�ZLWK

WKLV�SHUVSHFWLYH��-RKDQQHVEXUJ¶V�&LW\�*RYHUQPHQW�IDLOHG�WR�DGRSW�VWUDWHJLHV�WKDW�GLUHFWO\



��

LQWHUYHQHG�LQ�SDWWHUQV�RI�LQHTXDOLW\²VXFK�DV�PDUNHW�UHJXODWLRQ��VRFLDO�SURWHFWLRQV��DQG

ZHOIDULVW�DSSURDFKHV�WR�VHUYLFH�SURYLVLRQ²OHDYLQJ�PDUJLQDOL]HG�JURXSV�YXOQHUDEOH�WR�WKH

H[WHUQDOLWLHV�RI�WKH�FLW\¶V�SDUWLFLSDWLRQ�LQ�WKH�JOREDO�HFRQRP\�

7KURXJK�L*ROL�������WKH�&LW\�*RYHUQPHQW�HPEUDFHG�WDFWLFV�RI�XUEDQ�HQWUHSUHQHXUVKLS�

VRXJKW�WR�SURPRWH�-RKDQQHVEXUJ�DV�WKH�³3XOVH�RI�$IULFD�´�DQG�ZRUNHG�WR�UHDVVHUW�WKH�FLW\¶V�UROH

DV�WKH�HFRQRPLF�SRZHUKRXVH�RI�WKH�FRXQWU\��6LKORQJRQ\DQH�����������2QH�RI�WKH�SULPDU\

RXWFRPHV�RI�L*ROL������ZDV�WKH�SULYDWL]DWLRQ�RI�EDVLF�VHUYLFHV�OLNH�ZDWHU�DQG�HOHFWULFLW\��

�3DUQHOO�DQG�5RELQVRQ�������������,Q�HIIHFW��DFFHVV�WR�VHUYLFHV�ZDV�LQ�ODUJH�SDUW�D�IXQFWLRQ�RI

UHVLGHQWV¶�DELOLW\�WR�SD\��7KHVH�G\QDPLFV�GLVUHJDUGHG�TXHVWLRQV�RI�HTXLW\��WKH�SRWHQWLDO�³SRVLWLYH

HIIHFW�RI�XQLIRUP�ZDWHU�DQG�HOHFWULFLW\�VWDQGDUGV�XSRQ�SXEOLF�KHDOWK��ODERU�SURGXFWLYLW\�

HPSOR\PHQW�RU�JHRJUDSKLFDO��UDFLDO�DQG�FODVV��LQWHJUDWLRQ�´�DQG�WKH�IDFW�WKDW�WKH�SRRU�PD\

VWUXJJOH�WR�SD\�IUHH�PDUNHW�UDWHV�IRU�HVVHQWLDO�JRRGV�DQG�VHUYLFHV��%RQG������DV�FLWHG�LQ

6FKQHLGHU������������*LYHQ�WKDW�-RKDQQHVEXUJ¶V�%ODFN�UHVLGHQWV�ZHUH�PRUH�OLNHO\�WR�EH�SRRU�

XQHPSOR\HG��DQG�OLYH�LQ�XQGHUVHUYLFHG�DUHDV�ZLWK�LQDGHTXDWH�LQIUDVWUXFWXUH��IRUFLQJ�WKHP�WR

FRQWHQG�ZLWK�ZLGHO\�XQUHJXODWHG�FRUSRUDWLRQV�WR�DFFHVV�HVVHQWLDO�VHUYLFHV�XQGHU�L*ROL�����

EODWDQWO\�LJQRUHG�WKH�ORFDO�FRQWH[W�DQG�LQWHQVLILHG�SDWWHUQV�RI�UDFLDO�LQHTXDOLW\��:KLOH

-RKDQQHVEXUJ¶V�&LW\�&RXQFLORUV�FODLPHG�WKDW�L*ROL������³SULRULWL]HV�WKH�XQGHUVHUYHG�DQG�WKH

SRRU´�E\�PDNLQJ�PRUH�UHVRXUFHV�DYDLODEOH��LW�DFWXDOO\�LQFUHDVHG�WKH�YXOQHUDELOLW\�RI�PDUJLQDOL]HG

XUEDQ�LQKDELWDQWV��)LKOD���������DV�FLWHG�LQ�%HDOO��&UDQNVKDZ��DQG�3DUQHOO�����������

-RKDQQHVEXUJ¶V�VXEVHTXHQW�SROLF\�DJHQGDV²L*ROL������DQG�-REXUJ�����²HPEUDFHG

QHROLEHUDO�YDOXHV�DQG�JOREDO�FLW\�YLVLRQV�PRUH�H[SOLFLWO\�WKDQ�L*ROL�������,Q�WKHVH�GRFXPHQWV�

EHFRPLQJ�D�:&$&�ZDV�D�FHQWUDO�DVSLUDWLRQ��ZKHUHDV�VRFLDO�HTXDOLW\��MXVWLFH��DQG�FRXQWHUDFWLQJ

�� &RPSDQLHV�OLNH�WKH�(OHFWULFLW\�6XSSO\�&RPPLVVLRQ��(6.20��EHFDPH�QHZ�DQG�HVVHQWLDO�DFWRUV�LQ�PDWWHUV�RI
XUEDQ�VHUYLFH�SURYLVLRQ�GXH�WR�WKH�L*ROL������IUDPHZRUN��%HDOO��&UDQNVKDZ��DQG�3DUQHOO�����������



��

$SDUWKHLG�ZHUH�GHFLGHGO\�VHFRQGDU\��$FFRUGLQJ�WR�RQH�RI�-RKDQQHVEXUJ¶V�VHQLRU�SROLF\

VWUDWHJLVWV��³VHUYLQJ�WKH�LQQHU�FLW\�DUHDV��ZKLFK�DUH�QRZ�ODUJHO\�EODFN�DQG�SRRU��ZDV�D�ORZHU

SULRULW\�WKDQ�WXUQLQJ�-RKDQQHVEXUJ�LQWR�D�ZRUOG�FODVV�FLW\´��)ULHGPDQ�����������DV�FLWHG�LQ

6LKORQJRQ\DQH�����������&OHDUO\��WKHVH�QHROLEHUDO�SROLF\�SUHVFULSWLRQV�GLG�QRW�VHHN�WR�UHDOL]H

5DLQERZ�1DWLRQ�JRDOV�RU�SURYLGH�XUEDQ�LQKDELWDQWV�ZLWK�D�ULJKW�WR�WKH�FLW\��2YHUFRPLQJ

GHSULYDWLRQ�DQG�UDFLDO�VHJPHQWDWLRQ�ZDV�QR�ORQJHU�D�SULPDU\�IRFXV��WKH�&LW\�*RYHUQPHQW¶V�GHVLUH

WR�SDUWLFLSDWH�LQ�WKH�JOREDO�HFRQRP\�RYHUVKDGRZHG�LWV�HDUOLHU�FRPPLWPHQWV�WR�HTXLWDEOH�

SDUWLFLSDWRU\��DQG�LQFOXVLYH�GHYHORSPHQW�

L*ROL������HFKRHG�WKH�QHROLEHUDO��PDUNHW�EDVHG�VWUDWHJ\�RI�L*ROL�������7KLV�DSSURDFK

VRXJKW�WR�PDNH�-RKDQQHVEXUJ�DWWUDFWLYH�WR�EXVLQHVV�DQG�VWHSSHG�IXUWKHU�DZD\�IURP�WKH�FDOO�IRU

VWDWH�LQWHUYHQWLRQ�LQ�PDWWHUV�RI�HTXDOLW\�DQG�UHGLVWULEXWLRQ�WKDW�ZDV�HVSRXVHG�E\�WKH�5'3��3DUQHOO

DQG�5RELQVRQ�������������1RWDEO\��L*ROL������IDLOHG�WR�LQFOXGH�SROLFLHV�WKDW�ZRXOG�DOORZ

KLVWRULFDOO\�PDUJLQDOL]HG�DQG�H[FOXGHG�JURXSV�WR�SDUWLFLSDWH�LQ�XUEDQ�OLIH�DQG�GHFLVLRQ�PDNLQJ

�/LSLHW]�������������,W�HPEUDFHG�DQ�DJHQGD�WKDW�ZDV�SUHGLFDWHG�RQ�XUEDQ�HQWUHSUHQHXUVKLS�DQG

WKH�SULYDWL]DWLRQ�RI�SXEOLF�VHUYLFHV��WXUQLQJ�DWWHQWLRQ�DZD\�IURP�LQWHUQDO�QHHGV��0DELQ������DV

FLWHG�LQ�'LGLHU��3H\URX[��DQG�0RUDQJH����������0\DPER������������'XH�WR�SROLWLFDO�LQWHUUXSWLRQV

IURP�-RKDQQHVEXUJ¶V�VHFRQG�PXQLFLSDO�HOHFWLRQ�LQ�������L*ROL������ZDV�QHYHU�IRUPDOO\

LPSOHPHQWHG��3DUQHOO�DQG�5RELQVRQ�������������,QVWHDG��LW�VHUYHG�DV�D�IRXQGDWLRQ�IRU�-REXUJ

������WKH�FLW\¶V�ORQJ�WHUP�GHYHORSPHQW�DQG�JRYHUQDQFH�IUDPHZRUN�WKDW�ZDV�HQDFWHG�LQ������

-REXUJ������HQWKXVLDVWLFDOO\�HPEUDFHG�WKH�REMHFWLYH�RI�PDNLQJ�-RKDQQHVEXUJ�D�JOREDO

FLW\��� ,Q�DFFRUGDQFH�ZLWK�WKLV�YLVLRQ��WKH�&LW\�*RYHUQPHQW ERUH�UHVSRQVLELOLW\�IRU�HQKDQFLQJ

�� *OREDO�FLWLHV�VHUYH�DV�NH\�FRQWURO�SRLQWV�DQG�KHDGTXDUWHUV�IRU�PDMRU�PXOWLQDWLRQDO�FRUSRUDWLRQV��6DVVHQ�����������
,Q�RUGHU�WR�DWWUDFW�HOLWH�SULYDWH�DFWRUV�DQG�FRPSDQLHV��FLW\�JRYHUQPHQWV�VHHN�WR�PDNH�WKHPVHOYHV�FRPSHWLWLYH�WKURXJK
GLVWLQFWLRQ��,Q�SODLQ�WHUPV��WKH\�ZDQW�WR�RIIHU�WKH�SULYDWH�VHFWRU�VRPHWKLQJ�XQLTXH�DQG�HOVHZKHUH�XQDWWDLQDEOH��7KHVH
DWWULEXWHV²HVSHFLDOO\�LI�WKH\�DUH�LUUHSURGXFLEOH²HQKDQFH�WKHLU�FRPSHWLWLYHQHVV�LQ�WKH�JOREDO�XUEDQ�V\VWHP�



��

-RKDQQHVEXUJ¶V�DSSHDO�WR�H[WHUQDO�DFWRUV�WKURXJK�SODFH�PDUNHWLQJ��EXVLQHVV�IULHQGO\�SROLFLHV��DQG

SURPRWLQJ�WKH�FLW\¶V�FRPSHWLWLYH�DQG�FRPSDUDWLYH�DGYDQWDJH�LQ�WKH�ILQDQFLDO�DQG�EXVLQHVV

VHUYLFHV�VHFWRUV��&LW\�RI�-RKDQQHVEXUJ�����������DV�FLWHG�LQ�6LKORQJRQ\DQH������������ -REXUJ

�����FDOOHG�IRU�-RKDQQHVEXUJ¶V�³HFRQRP\�DQG�ODERXU�IRUFH�>WR@«�VSHFLDOL]H�LQ�WKH�VHUYLFH�VHFWRU

VR�WKDW�WKH�HFRQRP\�ZLOO�RSHUDWH�RQ�D�FRPSHWLWLYH�JOREDO�VFDOH�>WR@�GULYH�XS�WD[�UHYHQXHV��SULYDWH

VHFWRU�SURILWV��DQG�GLVSRVDEOH�LQFRPHV´��&LW\�RI�-RKDQQHVEXUJ���������DV�FLWHG�LQ�:LQNOHU������

������-REXUJ������H[SOLFLWO\�DLPHG�WR�³WLS�WKH�EDODQFH�DZD\�IURP�VHUYLFH�GHOLYHU\�DQG�WRZDUGV

HFRQRPLF�GHYHORSPHQW´�LQ�PDWWHUV�RI�XUEDQ�JRYHUQDQFH��&LW\�RI�-RKDQQHVEXUJ������DV�FLWHG�LQ

/LSLHW]�������������7KLV�SROLF\�DJHQGD�SODFHG�UHQHZHG�IRFXV�RQ�SRVLWLRQLQJ�-RKDQQHVEXUJ�DV�WKH

³JDWHZD\�WR�$IULFD´�ZLWK�XQSDUDOOHOHG�FRPPDQG�DQG�FRQWURO�IXQFWLRQV�LQ�WKH�UHJLRQDO�HFRQRP\�

DQG�WKH�DELOLW\�WR�DWWUDFW�PXOWLQDWLRQDO�FRUSRUDWLRQV��JOREDO�FDSLWDO��DQG�SULYDWH�LQYHVWPHQW�WR�LWV

RZQ�EHQHILW��&LW\�RI�-RKDQQHVEXUJ������DV�FLWHG�LQ�/LSLHW]������������

7KH�HPEUDFH�RI�QHROLEHUDOLVP�DQG�SXVK�WRZDUGV�JOREDO�HFRQRPLF�SDUWLFLSDWLRQ�DW�WKH

ORFDO�OHYHO�LJQRUHG�WKH�XQLTXH�DQG�SUHVVLQJ�GHPDQGV�RI�-RKDQQHVEXUJ¶V�LQFUHGLEO\�VHJPHQWHG

VRFLDO��HFRQRPLF��DQG�VSDWLDO�VWUXFWXUH��7KH�L*ROL�DQG�-REXUJ������SODQV�VKLIWHG�WKH�IRFXV�RI�WKH

ORFDO�JRYHUQPHQW�DQG�WKUHDWHQHG�WR�HQKDQFH�DQG�PDLQWDLQ�XUEDQ�LQHTXDOLW\��%\�DVVHUWLQJ�WKDW

SULYDWH�VHFWRU�LQYROYHPHQW�DQG�PDUNHW�IRUFHV�DUH�DQ�HIILFLHQW�DQG�UHOLDEOH�EDVLV�IRU�FUHDWLQJ

HPSOR\PHQW�RSSRUWXQLWLHV��UHGLVWULEXWLQJ�LQFRPH��DQG�JHQHUDWLQJ�UHYHQXH��WKH�&LW\�*RYHUQPHQW

DEVROYHG�LWV�UHVSRQVLELOLW\�WR�UHDOL]H�5DLQERZ�1DWLRQ�JRDOV�WKURXJK�PHWKRGV�RI�GLUHFW

LQWHUYHQWLRQ��,QVWHDG��JOREDOL]LQJ�-RKDQQHVEXUJ¶V�HFRQRP\�DQG�IDFLOLWDWLQJ�HFRQRPLF�JURZWK

EHFDPH�FHQWUDO�REMHFWLYHV��7KH�&LW\�*RYHUQPHQW¶V�SRVW�$SDUWKHLG�SROLFLHV�DLPHG�WR�PDNH

-RKDQQHVEXUJ�DQ�HOLWH�:&$&�UDWKHU�WKDQ�EULQJ�DERXW�VRFLDO�MXVWLFH�RU�HTXDOLW\�

�� 7KHVH�EHKDYLRUV�DOLJQ�ZLWK�+DUYH\¶V��������XUEDQ�HQWUHSUHQHXULDOLVP�FRQFHSW�



��

����-RKDQQHVEXUJ¶V�*OREDO�&LW\�9LVLRQV�LQ�$FWLRQ

7KH�HPEUDFH�RI�QHROLEHUDOLVP�DQG�JOREDO�FLW\�DVSLUDWLRQV�LQ�-RKDQQHVEXUJ¶V

SRVW�$SDUWKHLG�SROLF\�IUDPHZRUNV�KDG�SURIRXQG�LPSOLFDWLRQV��8QGHU�L*ROL������DQG�-REXUJ

������DWWHPSWV�WR�DGKHUH�WR�WKH�PXQLFLSDOLW\¶V�FRQVWLWXWLRQDOO\�PDQGDWHG�UHVSRQVLELOLWLHV���

UHFRQVWUXFW�WKH�FLW\��DQG�EULQJ�DERXW�UDFLDO�HTXDOLW\�EHFDPH�HPEURLOHG�LQ�WKH�&LW\�*RYHUQPHQW¶V

HIIRUWV�WR�HQKDQFH�-RKDQQHVEXUJ¶V�H[WHUQDO�DSSHDO��,Q�RWKHU�ZRUGV��UDWKHU�WKDQ�FRPSUHKHQVLYHO\

DGGUHVVLQJ�LQWHUQDO�GHSULYDWLRQV�WKURXJK�WDUJHWHG�LQWHUYHQWLRQV��WKH�&LW\�*RYHUQPHQW�IRFXVHG�RQ

OXULQJ�YLVLWRUV��ILUPV��DQG�SULYDWH�LQYHVWRUV��KRSLQJ�WKDW�VRFLDO�SURJUHVV�ZRXOG�EH�D�QDWXUDO

FRQVHTXHQFH�RI�WKLV�RULHQWDWLRQ��6LKORQJRQ\DQH�����������1RWDEO\��PDQ\�RI�-RKDQQHVEXUJ¶V

SRVW�$SDUWKHLG�GHYHORSPHQW�SURMHFWV²VXFK�DV�WKH�,QQHU�&LW\�5HJHQHUDWLRQ�3URMHFW��WKH�%HWWHU

%XLOGLQJV�3URJUDPPH��DQG�WKH�FLW\¶V������),)$�:RUOG�&XS�SUHSDUDWLRQV²FDWHUHG�WR�WKH�SULYDWH

VHFWRU��QHJDWLYHO\�LPSDFWHG�DOUHDG\�GLVHPSRZHUHG�VWDNHKROGHUV��DQG�WXUQHG�DWWHQWLRQ�DQG

UHVRXUFHV�DZD\�IURP�SUHVVLQJ�LQWHUQDO�QHHGV��,Q�HIIHFW��-RKDQQHVEXUJ¶V�&LW\�*RYHUQPHQW�IDLOHG

WR�SURYLGH�UHVLGHQWV�ZLWK�D�ULJKW�WR�WKH�FLW\�DQG�DOORZHG�LQHTXDOLW\�WR�SHUVLVW�

������,QQHU�&LW\�5HJHQHUDWLRQ

5HJHQHUDWLQJ�-RKDQQHVEXUJ¶V�&HQWUDO�%XVLQHVV�'LVWULFW�ZDV�RQH�RI�WKH�NH\�SULRULWLHV�RI

WKH�&LW\�*RYHUQPHQW�XQGHU�-REXUJ�������7KLV�UHJLRQ²ORFDWHG�DW�WKH�KHDUW�RI�WKH�FLW\²ZDV

FKDUDFWHUL]HG�E\�GLODSLGDWHG�EXLOGLQJV��D�ODUJH�SRSXODWLRQ��DQG�ZLGHVSUHDG�SRYHUW\�IROORZLQJ

GHPRFUDWL]DWLRQ��:LQNOHU�������������7KHVH�XQGHVLUDEOH�FRQGLWLRQV�LPSDFWHG�WKH�SHUFHLYHG

EXVLQHVV�IULHQGOLQHVV�RI�-RKDQQHVEXUJ¶V�LQQHU�FLW\�DQG�SOD\HG�D�UROH�LQ�WKH�UHORFDWLRQ�RI�WKH�-6(

�� 7KH������&RQVWLWXWLRQ�REOLJDWHG�6RXWK�$IULFDQ�PXQLFLSDOLWLHV�WR�
SURYLGH�GHPRFUDWLF�DQG�DFFRXQWDEOH�JRYHUQPHQW�IRU�ORFDO�FRPPXQLWLHV«�HQVXUH�WKH�SURYLVLRQ�RI�VHUYLFHV
WR�FRPPXQLWLHV�LQ�D�VXVWDLQDEOH�PDQQHU«�SURPRWH�VRFLDO�DQG�HFRQRPLF�GHYHORSPHQW«�SURPRWH�D�VDIH�DQG
KHDOWK\�HQYLURQPHQW��DQG�WR�HQFRXUDJH�WKH�LQYROYHPHQW�RI�FRPPXQLWLHV�DQG�FRPPXQLW\�RUJDQLVDWLRQV�LQ
WKH�PDWWHUV�RI�ORFDO�JRYHUQPHQW��5HSXEOLF�RI�6RXWK�$IULFD�����������



��

IURP�WKH�&%'�WR�6DQGWRQ²D�ZHDOWK\�VXEXUE�WR�WKH�1RUWK²LQ�������GUDZLQJ�HOLWH�SULYDWH�VHFWRU

DFWRUV�DZD\�IURP�WKLV�IRUPHU�EXVLQHVV�KXE��3LHWHUVH�DQG�2ZHQV�����������,Q�WKH�H\HV�RI�FLW\

RIILFLDOV��WKH�VWDWH�RI�WKH�&%'�ZDV�DQ�REVWDFOH�WR�DFKLHYLQJ�WKH�:&$&�YLVLRQ�WKDW�ZDV�ODLG�RXW�LQ

-REXUJ�������QHFHVVLWDWLQJ�LQWHUYHQWLRQ��:LQNOHU������������

7KH�&LW\�*RYHUQPHQW
V�,QQHU�&LW\�5HJHQHUDWLRQ�3URMHFW�ZDV�SUHGLFDWHG�RQ�SULYDWH�VHFWRU

LQYROYHPHQW��QHROLEHUDO�PDUNHW�ORJLF��DQG�JHQWULILFDWLRQ��,W�ZDV�IUDPHG�E\�DQ�RYHUDUFKLQJ�JRDO�WR

³UDLVH�DQG�VXVWDLQ�SULYDWH�LQYHVWPHQW�OHDGLQJ�WR�D�VWHDG\�ULVH�LQ�SURSHUW\�YDOXHV�´�VXJJHVWLQJ�WKDW

WKH�VRFLDO�DQG�VSDWLDO�H[FOXVLRQ�RI�ORZHU�LQFRPH�JURXSV²LQFOXGLQJ�H[LVWLQJ�UHVLGHQWV�RI�WKH

&%'²ZDV�D�EXLOW�LQ�H[WHUQDOLW\��&LW\�RI�-RKDQQHVEXUJ���������DV�FLWHG�LQ�:LQNOHU������������

7KH�ORFDO�JRYHUQPHQW�HPEUDFHG�HQWUHSUHQHXULDO�WDFWLFV�WR�HQFRXUDJH�WKH�SULYDWH�VHFWRU�WR

UHGHYHORS�WKH�LQQHU�FLW\��$FFRUGLQJO\��ORFDO�DXWKRULWLHV�GHFODUHG�WKH�&%'�DV�DQ�RIILFLDO�8UEDQ

'HYHORSPHQW�=RQH��DOORZLQJ�LQYHVWRUV�WR�TXDOLI\�IRU�VXEVWDQWLDO�WD[�EUHDNV��7KLV�LQFHQWLYH

EURXJKW�DURXQG�86������PLOOLRQ�ZRUWK�RI�SULYDWH�LQYHVWPHQW�WR�WKH�LQQHU�FLW\�UHJLRQ�EHWZHHQ

�����DQG������DORQH��7KH�6WDU���������DV�FLWHG�LQ�:LQNOHU�������������$ORQJVLGH�SURYLGLQJ�WD[

EUHDNV��WKH�&LW\�*RYHUQPHQW�LPSOHPHQWHG�WKH�%HWWHU�%XLOGLQJV�3URJUDPPH��%%3��WR�LPSURYH

WKH�DHVWKHWLFV�RI�WKH�&%'�DQG�DWWUDFW�LQYHVWPHQW��7KHVH�VWUDWHJLHV�PDGH�FOHDU�WKDW�-RKDQQHVEXUJ¶V

&LW\�*RYHUQPHQW�ZDV�PRUH�FRQFHUQHG�DERXW�DSSHDUDQFHV�DQG�FDWHULQJ�WR�WKH�LQWHUHVWV�RI�HOLWHV

WKDQ�PDNLQJ�WKH�FLW\�OLYDEOH�DQG�LQFOXVLYH�IRU�D�UDQJH�RI�VRFLRHFRQRPLF�JURXSV�

8QGHU�WKH�%%3��WKH�&LW\�*RYHUQPHQW�LGHQWLILHG�����³EDG�EXLOGLQJV´�LQ�WKH�&%'�DQG

H[SURSULDWHG�����RI�WKHP�WR�SULYDWH�GHYHORSHUV��:LQNOHU����������±������7KHVH�EXLOGLQJV�ZHUH

RIWHQ�LQIRUPDOO\�RFFXSLHG�E\�WKH�³SRRUHVW�DQG�PRVW�YXOQHUDEOH�UHVLGHQWV�RI�WKH�LQQHU�FLW\´²ZKR

ZHUH�PRUH�OLNHO\�WR�EH�%ODFN�GXH�WR�$SDUWKHLG¶V�OHJDF\²VXJJHVWLQJ�WKDW�WKHLU�QHZ�VXEMHFWLYLW\

DV�VLWHV�RI�GHYHORSPHQW�WKURXJK�ZKLFK�:&$&�YLVLRQV�ZRXOG�EH�UHDOL]HG�GLVSURSRUWLRQDWHO\



��

LPSDFWHG�PDUJLQDOL]HG�JURXSV��:LOVRQ�DQG�GX�3OHVVLV���������DV�FLWHG�LQ�:LQNOHU������������

$OWKRXJK�WKH�%%3�KDG�D�GLUHFW�LPSDFW�RQ�WKH�VWRFN�RI�ORZ�FRVW�KRXVLQJ�WKDW�ZDV�DYDLODEOH�LQ�WKH

LQQHU�FLW\��LW�GLG�QRW�DOZD\V�SURYLGH�VXEVWLWXWH�DFFRPPRGDWLRQV�IRU�HYLFWHG�WHQDQWV��)XUWKHUPRUH�

WKH�%%3�RQO\�FDOOHG�IRU�WHQ�RI�WKH�H[SURSULDWHG�EXLOGLQJV�WR�EH�UHGHYHORSHG�DV�ORZ�FRVW

³WUDQVLWLRQDO�KRXVLQJ�SURMHFWV�LQ�ZKLFK�WHQDQWV�PD\�UHVLGH�IRU�D�PD[LPXP�RI�WZR�\HDUV´��&LW\�RI

-RKDQQHVEXUJ����������DV�FLWHG�LQ�:LQNOHU�������������$V�D�UHVXOW�RI�WKH�%%3��D�VLJQLILFDQW

SRUWLRQ�RI�WKH�&%'¶V�SRRU�SRSXODWLRQ�ZDV�IRUFHG�WR�UHORFDWH�EHFDXVH�WKH\�HLWKHU�FRXOG�QRW�DIIRUG

WR�OLYH�LQ�WKH�UHKDELOLWDWHG�EXLOGLQJV�RU�ZHUH�OHJDOO\�REOLJDWHG�WR�PRYH��� 7KH�%%3�IDFLOLWDWHG�WKH

SULYDWL]DWLRQ�RI�WKH�&%'¶V�KRXVLQJ�PDUNHW�DQG�LQWHQVLILHG�VSDWLDO�VHJPHQWDWLRQ�LQ�-RKDQQHVEXUJ�

$V�SULYDWH�GHYHORSHUV�FRQYHUWHG�GLODSLGDWHG�EXLOGLQJV�LQWR�PRGHUQ��DWWUDFWLYH�DSDUWPHQWV

WKDW�DOLJQHG�ZLWK�-RKDQQHVEXUJ¶V�:&$&�YLVLRQ��DV�PDQ\�DV��������WHQDQWV�ZHUH�GLVSODFHG�IURP

-RKDQQHVEXUJ¶V�LQQHU�FLW\��:LQNOHU�������������7KH�GLUHFWRU�RI�WKH�,QQHU�&LW\�5HJHQHUDWLRQ

3URMHFW�HQWKXVLDVWLFDOO\�VXSSRUWHG�WKLV�WUDQVLWLRQ��FODLPLQJ�WKDW

WKURXJK�RXU�UHJHQHUDWLRQ�>LQLWLDWLYHV@��ZH�DUH�JRLQJ�WR�PDNH�PLOOLRQDLUHV�RXW�RI�D�ORW�RI
SHRSOH��:KDW�LV�KDSSHQLQJ�LV�WKDW�D�KLJKHU�FDOLEUH�RI�SHRSOH�LV�QRZ�PRYLQJ�LQ��7KH\�DUH
WDNLQJ�XS�WKH�SHQWKRXVHV��DQG�WKH\�DUH�FUHDWLQJ�WKH�ZRUOG�FODVV�FLW\�WKDW�ZH�DUH�WDONLQJ
DERXW��,QWHUYLHZ�ZLWK�&LW\�RI�-RKDQQHVEXUJ�'LUHFWRU�RI�,QQHU�&LW\�5HJHQHUDWLRQ������DV
FLWHG�LQ�:LQNOHU������������

7KH�%%3�PDQDJHU�H[SUHVVHG�VLPLODU�VHQWLPHQWV�GXULQJ�DQ�LQWHUYLHZ��³,�VD\�WR�WKRVH�GHYHORSHUV

ZDQWLQJ�WR�PDNH�D�SURILW��FRPH�LQ��ZH�ZDQW�\RX�RQ�ERDUG��ZH
UH�WU\LQJ�WR�FUHDWH�D�ZRUOG�FODVV

FLW\��6R��ZH�QHHG�WR�DWWUDFW�WKH�ULJKW�SHRSOH�WR�OLYH�KHUH´��,QWHUYLHZ�ZLWK�%HWWHU�%XLOGLQJV

3URJUDP�0DQDJHU������DV�FLWHG�LQ�:LQNOHU�������������&LW\�RIILFLDOV�ZHUH�FOHDUO\�DZDUH�RI�WKH

VRFLDOO\�SRODUL]LQJ�H[WHUQDOLWLHV�WKDW�WKHLU�UHMXYHQDWLRQ�VWUDWHJ\�HOLFLWHG��5DWKHU�WKDQ�PDNLQJ

HIIRUWV�WR�DFFRXQW�IRU�WKH�QHJDWLYH�LPSDFWV�RQ�PDUJLQDOL]HG�JURXSV��WKH\�HPEUDFHG�DQ

�� 0DQ\�IRUPHU�&%'�UHVLGHQWV�UHORFDWHG�WR�LQIRUPDO�GZHOOLQJV�WKURXJKRXW�-RKDQQHVEXUJ��)LJXUH����GHSLFWV�WKH
DSSUR[LPDWH�JHRJUDSKLFDO�GLVWULEXWLRQ�RI�FRQFHQWUDWLRQV�RI�LQIRUPDO�VHWWOHPHQWV�LQ�-RKDQQHVEXUJ�DV�RI������



��

HQWUHSUHQHXULDO�VSLULW�DQG�FDOOHG�RQ�SULYDWH�GHYHORSHUV�WR�JHQWULI\�WKH�LQQHU�FLW\��DOO�ZLWK�WKH�HQG

JRDO�RI�DFKLHYLQJ�WKHLU�:&$&�YLVLRQ�

-REXUJ�����¶V�,QQHU�&LW\�5HJHQHUDWLRQ�3URMHFW�VWDQGV�LQ�VWDUN�FRQWUDVW�ZLWK�WKH�&LW\

*RYHUQPHQW¶V�SURPLVH�WR�FUHDWH�DQ�LQFOXVLYH��HTXLWDEOH��DQG�VSDWLDOO\�LQWHJUDWHG�FLW\�LQ�WKH

SRVW�$SDUWKHLG�SHULRG��,QVWHDG�RI�HQDFWLQJ�SROLFLHV�WKDW�VHUYHG�-RKDQQHVEXUJ¶V�SRRU�DQG

PDUJLQDOL]HG�LQKDELWDQWV��WKH�&LW\�*RYHUQPHQW�DGRSWHG�D�EXVLQHVV�IULHQGO\�DSSURDFK�WKDW

SULRULWL]HG�QHROLEHUDO�YDOXHV²LQFOXGLQJ�FDSLWDO�DFFXPXODWLRQ��SULYDWL]DWLRQ��DQG

FRPSHWLWLRQ²DQG�VRXJKW�WR�UHSRSXODWH�WKH�&%'�ZLWK�HOLWH�PLGGOH��DQG�XSSHU�FODVV�LQGLYLGXDOV�

:KLOH�ORFDO�DXWKRULWLHV�DUJXHG�WKDW�WKLV�VWUDWHJ\�KHOSHG�PDNH�XS�IRU�WKH�SXEOLF�VHFWRU¶V�ODFN�RI

ILQDQFLDO�FDSDFLW\�WR�UHSDLU�-RKDQQHVEXUJ�DQG�SURYLGH�VHUYLFHV��WKH�&%'�SURMHFWV�ZHUH�QRW�VROHO\

LPSOHPHQWHG�WR�EHQHILW�UHVLGHQWV��'LGLHU��3H\URX[��DQG�0RUDQJH�����������5HJHQHUDWLRQ�ZDV�D

FHQWUDO�FRPSRQHQW�RI�WKH�&LW\�*RYHUQPHQW¶V�:&$&�YLVLRQ��HYHQ�LI�LW�SURGXFHG�QHJDWLYH

H[WHUQDOLWLHV�OLNH�LQWHQVLILHG�VRFLDO�VHJPHQWDWLRQ��GLVSODFHPHQW��DQG�VSDWLDO�H[FOXVLRQ��7KLV

VXJJHVWV�WKDW�PDNLQJ�-RKDQQHVEXUJ�D�JOREDO�FLW\�ZDV�PRUH�LPSRUWDQW�WR�ORFDO�RIILFLDOV�WKDQ

EULQJLQJ�DERXW�VRFLDO�LQFOXVLRQ��XUEDQ�MXVWLFH��DQG�HTXLW\�



��

)LJXUH���� .H\�/RFDWLRQV�LQ�-RKDQQHVEXUJ
�$XWKRU¶V�2ZQ��EDVH�PDS�IURP�0\DPER�������[LLL�



��

������7KH������),)$�:RUOG�&XS

6RXWK�$IULFD�ZDV�KRPH�WR�WKH������),)$�:RUOG�&XS��):&���7R�GDWH��LW�LV�WKH�RQO\

FRXQWU\�RQ�WKH�$IULFDQ�FRQWLQHQW�WR�ZLQ�WKH�ELG�WR�KRVW�WKLV�SRSXODU�LQWHUQDWLRQDO�VSRUWLQJ�HYHQW�

7KH�):&�SUHSDUDWLRQV�UHSUHVHQW�RQH�RI�WKH�ODUJHVW�LQIUDVWUXFWXUH�LQYHVWPHQWV�LQ�6RXWK�$IULFD�WR

GDWH��DQG�WKHVH�H[SHQVHV�ZHUH�MXVWLILHG�XQGHU�WKH�SUHWHQVH�WKDW�WKH\�ZRXOG�JHQHUDWH�GRPHVWLF

SURVSHULW\��JURZWK��DQG�GHYHORSPHQW��6RXWK�$IULFDQ�*RYHUQPHQW������DV�FLWHG�LQ�0ROOR\�DQG

&KHWW\�����������,Q�WRWDO��6RXWK�$IULFD�VSHQW�RYHU�86������ELOOLRQ�RQ�LWV�SUHSDUDWLRQV�IRU�WKH

:RUOG�&XS��0ROOR\�DQG�&KHWW\�����������7KLV�LPSUHVVLYH�VXP�LQFOXGHG�RYHU������ELOOLRQ�IRU

LQIUDVWUXFWXUH�DQG�VWDGLXP�FRQVWUXFWLRQ�������ELOOLRQ�IRU�WUDQVSRUW��DQG������PLOOLRQ�IRU

SURPRWLRQ�DQG�EURDGFDVWLQJ��6WHJHU�����������$OWKRXJK�WKH�):&�ZDV�FRRUGLQDWHG�DW�WKH�QDWLRQDO

OHYHO��WKHVH�WHQHWV�DOLJQHG�ZLWK�WKH�-REXUJ������YLVLRQ�RI�PDNLQJ�-RKDQQHVEXUJ�D�JOREDO�FLW\�DQG

D�NH\�SOD\HU�LQ�WKH�LQWHUQDWLRQDO�HFRQRP\��$FFRUGLQJO\��-RKDQQHVEXUJ¶V�&LW\�*RYHUQPHQW

HPEUDFHG�WKH�):&�DV�DQ�RSSRUWXQLW\�WR�SURPRWH�WKH�FLW\��HQKDQFH�LWV�LQWHUQDWLRQDO�YLVLELOLW\�

DWWUDFW�LQYHVWPHQW��DQG�DVVHUW�LWV�ZRUOG�FODVV�VWDWXV�

7KH�):&�ZDV�FHOHEUDWHG�DV�D�ZD\�WR�EULQJ�LQYHVWPHQW��HPSOR\PHQW��LQIUDVWUXFWXUH

XSJUDGHV��HFRQRPLF�JURZWK��DQG�GHYHORSPHQW�WR�6RXWK�$IULFD��$FFRUGLQJ�WR�3UHVLGHQW�7KDER

0EHNL������±�������WKH�³�����6RFFHU�:RUOG�&XS�ZLOO�PDNH�DQ�LPSRUWDQW�FRQWULEXWLRQ�WR�RXU

HIIRUW�WR�DFFHOHUDWH�RXU�SURJUHVV�WRZDUGV�WKH�DFKLHYHPHQW�RI�WKH�JRDO�RI�D�EHWWHU�OLIH�IRU�RXU

SHRSOH´��0EHNL������DV�FLWHG�LQ�6WHLQEULQN��+DIHUEXUJ��DQG�/H\������������+RVWLQJ�WKH�):&

ZDV�WKXV�DUWLFXODWHG�DV�D�ZD\�WR�DFKLHYH�5DLQERZ�1DWLRQ�JRDOV��'HVSLWH�LWV�SRVLWLYH�DVVRFLDWLRQV�

WKHUH�ZHUH�D�QXPEHU�RI�RSSRUWXQLW\�FRVWV�LQYROYHG�LQ�WKLV�XQGHUWDNLQJ��1RWDEO\��IXQGLQJ�WKH

):&�QHFHVVLWDWHG�EXGJHW�UHVWUXFWXULQJ�DQG�UHVXOWHG�LQ�FXWV�WR�VRFLDO�SURJUDPV�VXFK�DV�SXEOLF

KRXVLQJ�SURMHFWV�DQG�LQYHVWPHQWV�LQ�KLJK�GHSULYDWLRQ�DUHDV��6WHLQEULQN��+DIHUEXUJ��DQG�/H\



��

�����������$V�RQH�FULWLF�SRLQWHG�RXW��6RXWK�$IULFD�³FRXOG�KDYH�PRELOL]HG�DOO�WKH�PRQH\�DQG

SROLWLFDO�ZLOO�LQYHVWHG�LQ�WKH�:RUOG�&XS�IRU�KRXVHV��VFKRROV��OLEUDULHV��SDUNV��FUqFKHV��KRVSLWDOV

DQG�VSRUWV�IDFLOLWLHV�LQ�HYHU\�SDUW�RI�HYHU\�FLW\´�LQ�RUGHU�WR�LPSURYH�WKH�OLYHV�RI�LWV�SHRSOH�DQG

FRPEDW�ODVWLQJ�VRFLDO�LQHTXDOLWLHV��&RZHOO��������,QVWHDG��6RXWK�$IULFD�LQYHVWHG�ELOOLRQV�RI

GROODUV�LQWR�LQIUDVWUXFWXUHV�IRU�WKH�):&�WR�LPSURYH�LWV�LQWHUQDWLRQDO�LPDJH�DQG�DWWUDFW�FDSLWDO�

1RWDEO\��WKH�IDFW�WKDW�WKH�JRYHUQPHQW�VXFFHVVIXOO\�IXQGHG�DQG�RUJDQL]HG�WKH�):&�FRQWUDVWV�ZLWK

WKH�FODLP�PDGH�E\�$1&�SROLWLFLDQV�WKDW�6RXWK�$IULFD�GRHV�QRW�KDYH�VXIILFLHQW�UHVRXUFHV�WR

FRPEDW�$SDUWKHLG�ZLWKRXW�SULYDWH�VHFWRU�LQYROYHPHQW�

,Q�-RKDQQHVEXUJ��WKH�):&�KDG�SURIRXQG�LPSDFWV�RQ�ORZ�LQFRPH�UHVLGHQWV�DQG�LQIRUPDO

WUDGHUV��2QH�RI�-RKDQQHVEXUJ¶V�):&�VWDGLXPV�ZDV�ORFDWHG�LQ�(OOLV�3DUN��D�QHLJKERUKRRG�ZLWKLQ

WKH�&%'��)LJXUH������8QGHU�WKH�&LW\�*RYHUQPHQW¶V�*UHDWHU�(OOLV�3DUN�'HYHORSPHQW�3ODQ

�*(3'3���RIILFLDOV�ZRUNHG�WR�PRGHUQL]H�DQG�UHYLWDOL]H�WKH�DUHD�WR�HQKDQFH�LWV�DSSHDO�WR�YLVLWRUV

DQG�SRWHQWLDO�LQYHVWRUV��&RQVLVWHQW�ZLWK�SUHYLRXV�&%'�UHQHZDO�VWUDWHJLHV��WKH�XSJUDGLQJ�SURFHVV

GLVSODFHG�ORZ�LQFRPH�UHVLGHQWV�DQG�H[FOXGHG�WKRVH�ZKR�ZHUH�LPSDFWHG�E\�WKH�*(3'3�IURP�WKH

GHFLVLRQ�PDNLQJ�SURFHVV��%pQLW�*EDIIRX�����������DV�FLWHG�LQ�6WHLQEULQN��+DIHUEXUJ��DQG�/H\

�����������)XUWKHUPRUH��LQIRUPDO�WUDGHUV�ZHUH�SURKLELWHG�IURP�GRLQJ�EXVLQHVV�SUR[LPDWH�WR

-RKDQQHVEXUJ¶V�VWDGLXPV��� PHDQLQJ�WKDW�WKH\�FRXOG QRW�GHULYH�VXEVWDQWLDO�HFRQRPLF�EHQHILWV

IURP�WKH�):&�GHVSLWH�WKH�IDFW�WKDW�WKLV�PDMRU�HYHQW�ZDV�KDSSHQLQJ�LQ�WKHLU�FRPPXQLW\

�6WHLQEULQN��+DIHUEXUJ��DQG�/H\�����������

7KH�):&�DOVR�KDG�VLJQLILFDQW�LPSOLFDWLRQV�IRU�-RKDQQHVEXUJ¶V�SXEOLF�WUDQVSRUWDWLRQ

LQIUDVWUXFWXUH��,Q�RUGHU�WR�SURYLGH�YLDEOH�WUDQVLW�RSWLRQV�IRU�WKH�KXQGUHGV�RI�WKRXVDQGV�RI�VRFFHU

IDQV�WKDW�ZHUH�H[SHFWHG�WR�DUULYH�IRU�WKH�):&��WKH�&LW\�*RYHUQPHQW�DOORFDWHG�IXQGV�WRZDUGV

PRGHUQL]LQJ�*DXWUDLQ²WKH�H[LVWLQJ�UDLO�QHWZRUN²DQG�HVWDEOLVKLQJ�D�%XV�5DSLG�7UDQVLW��%57�

�� 7KLV�ZDV�GXH�WR�),)$¶V�WUDGHPDUN�UHTXLUHPHQWV�DQG�WKH�GULYH�WR�PDNH�WKH�&%'�VHHP�FRQGXFLYH�WR�EXVLQHVV�



��

V\VWHP�FDOOHG�5H\D�9D\D�LQ�FROODERUDWLRQ�ZLWK�WKH�*DXWHQJ�3URYLQFLDO�*RYHUQPHQW��6WHLQEULQN�

+DIHUEXUJ��DQG�/H\�����������$GHZXPL�DQG�$OORSL�����������,QIUDVWUXFWXUH�LQYHVWPHQWV�ZHUH

FRQFHQWUDWHG�QHDU�WKH�):&�VWDGLXPV��WKH�DLUSRUW��DQG�LQ�SRSXODU�WRXULVW�GHVWLQDWLRQV��PHDQLQJ

WKDW�SHULSKHUDO�GLVWULFWV�DQG�KLJK�GHSULYDWLRQ�DUHDV�ZHUH�ZLGHO\�H[FOXGHG�IURP�WKHVH�VHUYLFHV

�)LJXUH�����3LHWHUVH�DQG�2ZHQV����������6WHLQEULQN��+DIHUEXUJ��DQG�/H\������������1RWDEO\��WKH

SULRULWL]DWLRQ�RI�):&�LQIUDVWUXFWXUH�GHOD\HG�RWKHU�GHYHORSPHQW�SURMHFWV��GHPRQVWUDWLQJ�WKDW

PDNLQJ�-RKDQQHVEXUJ�DWWUDFWLYH�WR�SULYDWH�VHFWRU�LQWHUHVWV�RYHUVKDGRZHG�WKH�&LW\�*RYHUQPHQW¶V

H[LVWLQJ�FRPPLWPHQWV��6WHLQEULQN��+DIHUEXUJ��DQG�/H\������������)XUWKHUPRUH��WKH�IDFW�WKDW�WKH

&LW\�*RYHUQPHQW�MXVWLILHG�WUDQVLW�LQYHVWPHQWV�WR�VHUYH�H[WHUQDO�LQWHUHVWV²EXW�QRW�WKRVH�RI�LWV

LQKDELWDQWV²GHPRQVWUDWHV�WKDW�LQWHUQDO�QHHGV�ZHUH�QRW�D�FHQWUDO�SULRULW\�RI�ORFDO�RIILFLDOV�

7KH������),)$�:RUOG�&XS�GUHZ�LQWHUQDWLRQDO�DWWHQWLRQ�WR�6RXWK�$IULFD��7KH�JDPHV�ZHUH

EURDGFDVWHG�DFURVV�WKH�ZRUOG��DQG�KDG�RYHU�����ELOOLRQ�YLHZHUV��6WHJHU�����������7KLV�PHDQW�WKDW

6RXWK�$IULFDQ�FLWLHV�ZHUH�WKUXVW�WR�WKH�IRUHIURQW�RI�WKH�ZRUOG�VWDJH�DV�WKH�EHQHYROHQW�KRVWV�RI�WKLV

H[FLWLQJ�JOREDO�FRPSHWLWLRQ��,Q�-RKDQQHVEXUJ��WKH�):&�DOORZHG�WKH�&LW\�*RYHUQPHQW�WR�H[HUFLVH

HQWUHSUHQHXULDO�VWUDWHJLHV�DQG�DVVHUW�LWV�VWDWXV�DV�D�:&$&��WZR�REMHFWLYHV�WKDW�ZHUH�FHQWUDO�WR�WKH

-REXUJ������GHYHORSPHQW�DQG�JRYHUQDQFH�VWUDWHJ\��:DQWLQJ�WR�SURPRWH�-RKDQQHVEXUJ�DV�D

EXVLQHVV�IULHQGO\�KXE�WKDW�ZDV�FRQGXFLYH�WR�WKH�GHPDQGV�RI�WKH�JOREDO�HFRQRPLF�V\VWHP��DSSHDO

WR�SULYDWH�LQYHVWRUV��DQG�FDWHU�WR�WRXULVWV��WKH�&LW\�*RYHUQPHQW�SXUVXHG�D�VHULHV�RI�WDUJHWHG

UHJHQHUDWLRQ�SURMHFWV�DQG�LQIUDVWUXFWXUH�LQYHVWPHQWV��8QIRUWXQDWHO\��WKHVH�HIIRUWV�IDLOHG�WR

DGHTXDWHO\�LQYROYH�VWDNHKROGHUV��GHOD\HG�LQIUDVWUXFWXUH�SURMHFWV�LQ�KLJK�GHSULYDWLRQ�DUHDV��DQG

GLVSODFHG�ORZ�LQFRPH�FRPPXQLWLHV�DQG�LQIRUPDO�WUDGHUV�IURP�WKH�LQQHU�FLW\��*OREDO�SDUWLFLSDWLRQ

KDG�QHJDWLYH�LPSDFWV�RQ�WKH�FRPPXQLWLHV�WKDW�WKH�&LW\�*RYHUQPHQW�VZRUH�WR�XSOLIW��HPSRZHU�

DQG�SURWHFW�ZKHQ�$SDUWKHLG�IHOO�
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)LJXUH���� 3XEOLF�0DVV�7UDQVSRUWDWLRQ�DQG�'HSULYDWLRQ LQ�-RKDQQHVEXUJ
�$GDSWHG�IURP�3LHWHUVH�DQG�2ZHQV����������



��

����&KDSWHU�&RQFOXVLRQ��*OREDO�3UHHPLQHQFH��/RFDO�)UDJPHQWDWLRQ

7KH�IDOO�RI�$SDUWKHLG�SURPLVHG�DQ�HUD�RI�WUDQVIRUPDWLRQ�LQ�6RXWK�$IULFD��$W�WKH�QDWLRQDO

OHYHO��WKH�$1&�*RYHUQPHQW�LQLWLDOO\�HQDFWHG�WKH�5'3²DQ�H[SDQVLYH�ZHOIDULVW�SROLF\�DLPHG�WR

HTXDOL]H�6RXWK�$IULFD¶V�HFRQRP\�DQG�VRFLHW\�WKURXJK�KHDY\�VWDWH�LQWHUYHQWLRQ²WR�EULQJ�DERXW

5DLQERZ�1DWLRQ�YLVLRQV��'XH�WR�WKH�LQIOXHQFH�RI�QHROLEHUDO�LGHRORJLHV��WKH�QDWLRQ¶V�VLJQLILFDQW

ILQDQFLDO�FRQVWUDLQWV��DQG�WKH�SROLWLFDO�GHVLUH�WR�HOHYDWH�6RXWK�$IULFD¶V�SRVLWLRQ�LQ�WKH�JOREDO

HFRQRP\��WKH�5'3�ZDV�UHSODFHG�E\�*($5�LQ�������*($5�FDOOHG�IRU�D�QRQ�LQWHUYHQWLRQLVW�VWDWH

DQG�YLHZHG�WKH�PDUNHW�DV�WKH�SULPDU\�PHFKDQLVP�WKURXJK�ZKLFK�UHGLVWULEXWLRQ��VRFLDO�SURJUHVV�

DQG�GHYHORSPHQW�DLPV�ZRXOG�UHVXOW��8QIRUWXQDWHO\��*($5�GLG�OLWWOH�WR�EULQJ�DERXW�UDFLDO�HTXDOLW\

RU�LPSURYH�6RXWK�$IULFD¶V�HFRQRPLF�SHUIRUPDQFH�SRVW�$SDUWKHLG�EHFDXVH�WKLV�SROLF\�IUDPHZRUN

SULRULWL]HG�QHROLEHUDO�YDOXHV�RYHU�LQWHUQDO�QHHGV��6FKQHLGHU�����������

7KH�SROLF\�DJHQGDV�RI�-RKDQQHVEXUJ¶V�&LW\�*RYHUQPHQW�ZHUH�FRQVLVWHQW�ZLWK�QDWLRQDO

WUHQGV��7KURXJK�L*ROL�������L*ROL�������DQG�-REXUJ�������DXWKRULWLHV�EURXJKW�QHROLEHUDOLVP�WR

WKH�ORFDO�OHYHO��SULYDWL]HG�SXEOLF�VHUYLFHV��DQG�SXUVXHG�JOREDO�FLW\�VWDWXV��7KLV�RULHQWDWLRQ�WR

H[WHUQDO�DFWRUV²HSLWRPL]HG�E\�WKH�FLW\¶V�&%'�SODQV�DQG�):&�SUHSDUDWLRQV²HQKDQFHG�DQG

PDLQWDLQHG�LQHTXDOLW\��%\�FDWHULQJ�WR�SULYDWH�LQWHUHVWV�UDWKHU�WKDQ�H[SUHVVHG�SXEOLF�QHHGV�

-RKDQQHVEXUJ�EHFDPH�OHVV�DFFHVVLEOH�DQG�LQFOXVLYH�IRU�PDUJLQDOL]HG�UHVLGHQWV��0\DPER������

����7KHVH�G\QDPLFV�DUH�FRQVLVWHQW�ZLWK�WKH�OLWHUDWXUH�RQ�JOREDO�FLWLHV�ZKLFK�SRVLWV�WKDW�WKH\

SULRULWL]H�H[FKDQJH�YDOXHV�DQG�PDUNHW�IRUFHV�RYHU�FRQVLGHUDWLRQV�RI�WKH�XVH�YDOXH�RU�OLYDELOLW\�RI

XUEDQ�VSDFH��3XUFHOO������������%\�VXERUGLQDWLQJ�LWVHOI�WR�WKH�GHPDQGV�RI�WKH�JOREDO�HFRQRP\�

-RKDQQHVEXUJ¶V�&LW\�*RYHUQPHQW�DOORZHG�LQHTXDOLW\�WR�SHUVLVW�DQG�IDLOHG�WR�FUHDWH�D�MXVW�DQG

LQFOXVLYH�FLW\��,Q�RUGHU�WR�RYHUFRPH�$SDUWKHLG�DQG�UHDOL]H�5DLQERZ�1DWLRQ�JRDOV��WKH�VWDWH�PXVW

EH�PRUH�LQYROYHG�LQ�VRFLDO�HPSRZHUPHQW��UHFRQVWUXFWLRQ��DQG�UHGLVWULEXWLRQ�
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&RQFOXVLRQ

$V�ORQJ�DV�SRYHUW\��LQMXVWLFH��DQG�JURVV�LQHTXDOLW\
SHUVLVW�LQ�RXU�ZRUOG��QRQH�RI�XV�FDQ�WUXO\�UHVW�

²�1HOVRQ�0DQGHOD

7KH�5DLQERZ�1DWLRQ�YLVLRQ�UHPDLQV�D�IDLOHG�SURPLVH�LQ�SRVW�$SDUWKHLG�6RXWK�$IULFD

EHFDXVH�WKH�GHPRFUDWLF�JRYHUQPHQW�DGRSWHG�GHFHQWUDOL]DWLRQ��HPEUDFHG�QHROLEHUDO�YDOXHV��DQG

FDWHUHG�WR�WKH�LQWHUHVWV�RI�WKH�JOREDO�HFRQRP\�LQ�GRPHVWLF�SROLF\�DJHQGDV��6LQFH������

-RKDQQHVEXUJ�KDV�H[SHULHQFHG�OLPLWHG�SURJUHVV�WRZDUGV�VRFLDO��SROLWLFDO��VSDWLDO��DQG�HFRQRPLF

HTXDOLW\��� %ODFN�6RXWK�$IULFDQV�FRQWLQXH�WR�IDFH�GLVSURSRUWLRQDWH EDUULHUV�WR�HFRQRPLF�DQG

SROLWLFDO�SDUWLFLSDWLRQ�DQG�ZLGHO\�ODFN�DFFHVV�WR�EDVLF�QHHGV�LQFOXGLQJ�IRUPDO�KRXVLQJ�

WUDQVSRUWDWLRQ��VHUYLFHV��DQG�HPSOR\PHQW��7KH�&LW\�*RYHUQPHQW¶V�SROLFLHV�LQFUHDVLQJO\�WXUQHG

WKHLU�DWWHQWLRQ�DZD\�IURP�WKH�XQLTXH�GHPDQGV�RI�-RKDQQHVEXUJ¶V�UDFLDOL]HG�ODQGVFDSH²IRFXVLQJ

LQVWHDG�RQ�HQKDQFLQJ�LWV�VWDWXV�DV�D�:RUOG�&ODVV�$IULFDQ�&LW\�DQG�DWWUDFWLQJ�WKH�SULYDWH

VHFWRU²LQWHQVLI\LQJ�GHSULYDWLRQ�DPRQJ�KLVWRULFDOO\�PDUJLQDOL]HG�JURXSV�ZKLOH�XSOLIWLQJ�HOLWHV�

$OWKRXJK�WKH\�PD\�KDYH�ULJKWV�RQ�SDSHU��%ODFN�6RXWK�$IULFDQV�DUH�VWLOO�DZDLWLQJ�WUDQVIRUPDWLRQ�

7KH�SHUVLVWHQFH�RI�LQHTXDOLW\�LV�QRW�VROHO\�GXH�WR�WKH�ODVWLQJ�LPSDFWV�RI�:KLWH�PLQRULW\

UXOH��EXW�DOVR�WR�WKH�VKRUWFRPLQJV�RI�WKH�JRYHUQPHQW¶V�SRVW�$SDUWKHLG�UHFRQVWUXFWLRQ�HIIRUWV�

'HFHQWUDOL]HG�JRYHUQDQFH�SURPLVHG�WR�HQKDQFH�WKH�VWDWH¶V�DFFRXQWDELOLW\�DQG�UHVSRQVLYHQHVV�E\

EULQJLQJ�WKH�JRYHUQPHQW�FORVHU�WR�WKH�SHRSOH��'HVSLWH�WKLV�UKHWRULF��WKHUH�DUH�QR D�SULRUL UHDVRQV

ZK\�GHFHQWUDOL]HG�JRYHUQPHQWV�ZRXOG�DXWRPDWLFDOO\�EH�PRUH�LQFOXVLYH��DWWHQWLYH��RU�HIIHFWLYH

�%HDOO�����������$V�HYLGHQFHG�E\�WKH�&LW\�RI�-RKDQQHVEXUJ��ZLWKRXW�SRVVHVVLQJ�DGHTXDWH�KXPDQ

DQG�ILQDQFLDO�FDSDFLWLHV��ORFDO�JRYHUQPHQWV�PD\�QRW�EH�DEOH�WR�VKLIW�H[LVWLQJ�SRZHU�G\QDPLFV�DQG

PD\�IDFH�LQFHQWLYH�GLVWRUWLRQV��7KH�GHFHQWUDOL]HG�PRGHO�HQFRXUDJHV�ORFDO�JRYHUQPHQWV�WR�JLYH

�� 6RPH�VWXGLHV�HYHQ�GHPRQVWUDWH�WKDW�UDFLDO�LQHTXDOLW\�LQFUHDVHG�DIWHU�WKH�HQG�RI�$SDUWKHLG�DFURVV�LQFRPH�
GLVFULPLQDWLRQ��DQG�VSDWLDO�VHWWOHPHQW��.HVZHOO����������3LHWHUVH�����������6FKQHLGHU�����������6KHUHU������������
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SDUWLFXODU�FRQVLGHUDWLRQ�WR�SULYDWH�DFWRUV�EHFDXVH�SXEOLF�SULYDWH�SDUWQHUVKLSV�DUH�VHHQ�DV�D�ZD\�WR

SURYLGH�IRU�ORFDO�QHHGV�ZKHQ�WKH�VWDWH�LV�LQFDSDFLWDWHG��7KLV�H[WHUQDO�RULHQWDWLRQ�WKUHDWHQV�WR

XQGHUPLQH�SROLWLFDO�FRPPLWPHQWV�ZKHQ�WKH\�GR�QRW�DOLJQ�ZLWK�WKH�SUHURJDWLYHV�RI�FDSLWDO�

'HFHQWUDOL]DWLRQ�PD\�ZRUN�WR�WKH�GHWULPHQW�RI�GHPRFUDWLF�SULQFLSOHV�DQG�SUHYHQW�PXQLFLSDOLWLHV

IURP�UHVSRQGLQJ�WR�ORFDO�QHHGV�GLUHFWO\��HYHQ�LI�SUHYDLOLQJ�GLVFRXUVHV�VXJJHVW�RWKHUZLVH�

7KH�YXOQHUDELOLWLHV�LQYROYHG�LQ�WKH�GHFHQWUDOL]HG�JRYHUQDQFH�PRGHO�SURYLGHG�VXSSRUW�IRU

WKH�LQFOXVLRQ�RI�QHROLEHUDO�YDOXHV�LQ�SRVW�$SDUWKHLG�SROLFLHV��1HROLEHUDOLVP�RIIHUHG�WKH�PDUNHW�DV

D�ZD\�WR�UHGLVWULEXWH�VRFLDO�DQG�HFRQRPLF�SRZHU��FRUUHFW�LQHTXDOLWLHV��DQG�EULQJ�SURVSHULW\��7KHVH

SURPLVHV�ZHUH�XQGHUVWDQGDEO\�DSSHDOLQJ�IRU�PXQLFLSDOLWLHV�WKDW�ODFNHG�WKH�FDSDFLW\�WR�HQJHQGHU

VXFK�RXWFRPHV�RQ�WKHLU�RZQ��-RKDQQHVEXUJ¶V�&LW\�*RYHUQPHQW�ERXJKW�LQWR�WKLV�QHROLEHUDO

QDUUDWLYH��FRQWHQGLQJ�WKDW�SULYDWH�DFWRUV�DQG�JOREDO�FLW\�VWDWXV�ZRXOG�OHDG�WR�PXFK�QHHGHG

LQIUDVWUXFWXUH�LQYHVWPHQWV��MREV��VHUYLFHV��DQG�GHYHORSPHQW�RXWFRPHV�LQ�WKHLU�L*ROL�DQG�-REXUJ

�����SODQV��$FFRUGLQJO\��WKH�&LW\�*RYHUQPHQW�RIIHUHG�HFRQRPLF�LQFHQWLYHV��EXVLQHVV�IULHQGO\

SROLFLHV��DQG�ZRUOG�FODVV�DSSHDUDQFHV�WR�DWWUDFW�WKH�SULYDWH�VHFWRU��8QIRUWXQDWHO\��VXFK�SXUVXLWV

LQWHQVLILHG�LQWHUQDO�VRFLDO�DQG�HFRQRPLF�SRODUL]DWLRQ��HURGHG�WKH�ULJKWV�RI�GLVHPSRZHUHG�JURXSV�

DQG�IDLOHG�WR�FHQWHU�PDWWHUV�RI�HTXDOLW\��MXVWLFH��DQG�ZHOO�EHLQJ��6RXWK�$IULFD�UHPDLQV�H[WUHPHO\

XQHTXDO�WRGD\�EHFDXVH�SRVW�$SDUWKHLG�UHFRQVWUXFWLRQ�VWUDWHJLHV�WXUQHG�WKH�VWDWH¶V�DWWHQWLRQ

WRZDUGV�H[WHUQDO�IRUFHV�DQG�DZD\�IURP�LWV�5DLQERZ�1DWLRQ�FRPPLWPHQWV�

$OWKRXJK�WKLV�SDSHU�IRFXVHG�SULPDULO\�RQ�WKH�&LW\�RI�-RKDQQHVEXUJ��WKH�WKHRULHV��LGHDV�

DQG�FRQFHSWV�GLVFXVVHG�KHUHLQ�KDYH�UHOHYDQFH�EH\RQG�WKH�6RXWK�$IULFDQ�FRQWH[W��,Q�SRVW�FRORQLDO

RU�RWKHUZLVH�KLJKO\�XQHTXDO�VRFLHWLHV��SROLF\�IUDPHZRUNV�WKDW�HPEUDFH�KHJHPRQLF�LGHRORJLHV

DQG�PDUNHW�IRUFHV�PD\�H[DFHUEDWH�H[LVWLQJ�SUREOHPV��$V�WKH�6RXWK�$IULFDQ�FDVH�GHPRQVWUDWHV�

ZKLOH�GHFHQWUDOL]DWLRQ�RIIHUV�ORFDO�DXWRQRP\�DQG�SXEOLF�SDUWLFLSDWLRQ�DV�ZD\V�WR�VSUHDG
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GHPRFUDF\�DQG�LQFUHDVH�WKH�JRYHUQPHQW¶V�UHVSRQVLYHQHVV��WKLV�PRGHO�VXIIHUV�IURP�FDSDFLW\

FRQVWUDLQWV�DQG�YXOQHUDELOLWLHV�WKDW�LQKLELW�SURJUHVV�WRZDUGV�VRFLDOO\�GHVLUDEOH�JRDOV��6LPLODUO\�

ZKLOH�QHROLEHUDO�SROLFLHV�WKDW�SURPRWH�FRPSHWLWLRQ��SULYDWH�LQYHVWPHQW��DQG�OLPLWHG�VWDWH

LQWHUYHQWLRQ�PD\�EH�DGYDQFHG�DV�D�IL[�DOO�VROXWLRQ�WR�VRFLDO�DQG�HFRQRPLF�FKDOOHQJHV��VXFK

IUDPHZRUNV�PD\�DFWXDOO\�HQKDQFH�VHJPHQWDWLRQ��)XUWKHUPRUH��ZKLOH�PXQLFLSDOLWLHV�DFURVV�WKH

ZRUOG�KDYH�HPEUDFHG�JOREDO�FLW\�YLVLRQV��WKLV�RULHQWDWLRQ�FDWHUV�WR�HOLWH�LQWHUHVWV�UDWKHU�WKDQ

LQWHUQDO�QHHGV��IDFLOLWDWLQJ�WKH�FRQWLQXHG�H[FOXVLRQ�RI�PDUJLQDOL]HG�XUEDQ�LQKDELWDQWV��&OHDUO\�

VXFK�DSSURDFKHV�LQWURGXFH�QHZ�REVWDFOHV�DQG�LQFUHDVH�WKH�EXUGHQ�RQ�GLVHPSRZHUHG�JURXSV�

7R�DGGUHVV�LQHTXDOLW\��JRYHUQPHQWV�PXVW�EH�HQGRZHG�ZLWK�ILQDQFLDO�UHVRXUFHV��UHFHLYH

DGHTXDWH�DGPLQLVWUDWLYH�VXSSRUW��DQG�FHQWHU�WKHLU�DJHQGDV�RQ�HPSRZHULQJ�WKH�SHRSOH��%RUURZLQJ

IURP�/HIHEYUH¶V�ULJKW�WR�WKH�FLW\�FRQFHSW��LQVWHDG�RI�DOORZLQJ�WKH�VWDWH�DQG�HOLWH�SULYDWH�VHFWRU

DFWRUV�WR�PDNH�GHFLVLRQV�WKDW�GR�QRW�DGGUHVV�WKH�QHHGV�RI�WKH�PDMRULW\��DOO�LQKDELWDQWV�VKRXOG�KDYH

WKH�ULJKW�WR�SDUWLFLSDWH�FHQWUDOO\�LQ�GHFLVLRQ�PDNLQJ��3XUFHOO�������������7KLV�GRHV�QRW�VLPSO\

PHDQ�WKDW�PXQLFLSDOLWLHV�VKRXOG�IDFLOLWDWH�SDUWLFLSDWLRQ��EXW�WKDW�WKH\�VKRXOG�SXW�WKH�H[SUHVVHG

GHVLUHV�RI�FRQVWLWXHQWV�DERYH�DOO�HOVH��)XUWKHUPRUH��DV�UHQRZQHG�SKLORVRSKHU�DQG�HFRQRPLVW

$PDUW\D�6HQ�SRVLWV��H[SDQGLQJ�LQGLYLGXDO�DJHQF\�DQG�WKH�³RYHUDOO�IUHHGRPV�RI�SHRSOH�WR�OHDG�WKH

NLQG�RI�OLYHV�WKH\�KDYH�UHDVRQ�WR�YDOXH´�VKRXOG�EH�HVVHQWLDO�SXUVXLWV�RI�GHYHORSPHQW��6HQ������

�����7R�DFKLHYH�WKHVH�RXWFRPHV��SROLF\�DJHQGDV�PXVW�EH�SUHGLFDWHG�RQ�ORFDO�QHHGV�DQG�IRFXVHG

RQ�ULJKWV��SDUWLFLSDWLRQ��DQG�HTXDOLW\��UDWKHU�WKDQ�GRPLQDQW�LGHRORJLHV�DQG�WRS�GRZQ�GLVFRXUVHV�

*RYHUQPHQWV�PXVW�WDNH�RQ�DQ�DFWLYH�UROH�LQ�WKH�SXUVXLW�RI�MXVWLFH��HTXDO�RSSRUWXQLW\��DQG

WKH�UHGLVWULEXWLRQ�RI�VRFLDO�DQG�HFRQRPLF�SRZHU�EHFDXVH�VWDWH�SDVVLYLW\�HQDEOHV�D�FRQWLQXDWLRQ�RI

WKH�VWDWXV�TXR��:KLOH�WKLV�SDSHU�GRHV�QRW�DLP�WR�SURSRVH�VROXWLRQV��LWV�FRQWHQWV�VXJJHVW�WKDW

SROLF\�LQWHUYHQWLRQV�PXVW�EH�SHRSOH�IRFXVHG��FRQWH[W�VSHFLILF��DQG�FRQWLQXDOO\�UHYLHZHG�DQG
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UHFRQVLGHUHG��&ULWLFDO�H[DPLQDWLRQ�RI�KRZ�VROXWLRQV�PD\�IDLO�WR�JHQHUDWH�FKDQJH��HURGH�SROLWLFDO

FRPPLWPHQWV��RU�RWKHUZLVH�FDXVH�XQGHVLUDEOH�H[WHUQDOLWLHV�LV�HVVHQWLDO�WR�DFKLHYH�VRFLDO�SURJUHVV�

$V�1HOVRQ�0DQGHOD�DSWO\�SURFODLPHG��³LW�LV�LQ�WKH�FKDUDFWHU�RI�JURZWK�WKDW�ZH�VKRXOG�OHDUQ�IURP

ERWK�SOHDVDQW�DQG�XQSOHDVDQW�H[SHULHQFHV´��0DQGHOD������DV�FLWHG�LQ�0DQGHOD��+DWDQJ��DQG

9HQWHU��������7R�EULQJ�DERXW�FKDQJH�DQG�DFWXDOL]H�SRVW�FRORQLDO�YLVLRQV��JRYHUQPHQWV�PXVW�EH

ZLOOLQJ�WR�VKLIW�WKHLU�DSSURDFK�DQG�UHVLVW�VROXWLRQV�WKDW�SXW�H[WHUQDO�LQWHUHVWV�DERYH�LQWHUQDO�QHHGV�



��

%LEOLRJUDSK\

$GHO]DGHK��$VJKDU��������³)URP�WKH�5'3�WR�*($5��7KH�*UDGXDO�(PEUDFLQJ�RI�1HR�/LEHUDOLVP
LQ�(FRQRPLF�3ROLF\�´ 7UDQVIRUPDWLRQ� ������±���

$GHZDOH��$UHJEHVKROD�5��������³,PSRUW�6XEVWLWXWLRQ�,QGXVWULDOLVDWLRQ�DQG�(FRQRPLF�*URZWK�±
(YLGHQFH�IURP�WKH�*URXS�RI�%5,&6�&RXQWULHV�´ )XWXUH %XVLQHVV�-RXUQDO� ���������±����
KWWSV���GRL�RUJ���������M�IEM�������������

$GHZXPL��(PPDQXHO��DQG�'KLUHQ�$OORSL��������³5HD�9D\D��6RXWK�$IULFD¶V�)LUVW�%XV�5DSLG
7UDQVLW�6\VWHP�´ 6RXWK�$IULFDQ�-RXUQDO�RI�6FLHQFH� ������������±��
KWWSV���GRL�RUJ���������VDMV������D�����

$OGHQ��&KULV��������³)URP�/LEHUDWLRQ�0RYHPHQW�WR�3ROLWLFDO�3DUW\��$1&�)RUHLJQ�3ROLF\�LQ
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KWWS���ZZZ�HFRQUVD�RUJ�ZRUNVKRSV�SUHVHQWDWLRQV������SDSHU�KLVWRULFDO�GHYHORSPHQW�LQIR
UPDO�WRZQVKLS�VHWWOHPHQWV�MRKDQQHVEXUJ�
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0XQWKUHH��&KDQWDO��³�����0LG�<HDU�3RSXODWLRQ�(VWLPDWHV�´�3UHVV�6WDWHPHQWV��6WDWLVWLFV�6RXWK
$IULFD��5HSXEOLF�RI�6RXWK�$IULFD��-XO\��������� KWWSV���ZZZ�VWDWVVD�JRY�]D�"S ������

0XUSK\��-RKQ��³6RPH�5LVH�EXW�0RVW�6LQN�LQ�6RZHWR
V�6HD�RI�6OXPV�´�%DOWLPRUH�6XQ��2FWREHU���
����� KWWSV���ZZZ�EDOWLPRUHVXQ�FRP�EDO�WH�VRZHWR��RFW���VWRU\�KWPO�

0XUUD\��&KULVWLQD��DQG�5LFKDUG�6LPHRQ��������³3URPLVHV�8QPHW��0XOWL�/HYHO�*RYHUQPHQW�LQ
6RXWK�$IULFD�´�,Q 9DULHWLHV�RI�)HGHUDO�*RYHUQDQFH� HGLWHG�E\�5HNKD�6D[HQD�����±����
'HOKL��)RXQGDWLRQ�%RRNV� KWWSV���GRL�RUJ���������832������������������

0\DPER��0HOLVVD�7DQGLZH��������³$IULFD¶V�*OREDO�&LW\"´ 1HZ�/HIW�5HYLHZ� �������±���
KWWSV���QHZOHIWUHYLHZ�RUJ�LVVXHV�LL����DUWLFOHV�PHOLVVD�P\DPER�DIULFD�V�JOREDO�FLW\�

https://halshs.archives-ouvertes.fr/halshs-00749561
https://www.statssa.gov.za/?p=7678
https://doi.org/10.1353/lit.2017.0034
https://doi.org/10.1353/lit.2017.0034
http://www.econrsa.org/workshops/presentations/2011/paper-historical-development-informal-township-settlements-johannesburg.
http://www.econrsa.org/workshops/presentations/2011/paper-historical-development-informal-township-settlements-johannesburg.
https://doi.org/10.1002/pmj.21502
https://doi.org/10.5379/urbani-izziv-en-2011-22-01-005
https://www.jssj.org/wp-content/uploads/2014/05/Intro-Eng-numero-6-jssj2.pdf
https://www.statssa.gov.za/?p=13453
https://www.baltimoresun.com/bal-te.soweto06oct06-story.html
https://doi.org/10.1017/UPO9788175969209.014
https://newleftreview.org/issues/ii108/articles/melissa-myambo-africa-s-global-city


��

0\DPER��0HOLVVD�7DQGLZH� 5HYHUVLQJ�8UEDQ�,QHTXDOLW\�LQ�-RKDQQHVEXUJ��1HZ�<RUN��1<�
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6HQ��$PDUW\D� 'HYHORSPHQW�DV�)UHHGRP� 1HZ�<RUN��1<� $QFKRU�%RRNV�������

6KHUHU��*HRUJH��������³,QWHUJURXS�(FRQRPLF�,QHTXDOLW\�LQ�6RXWK�$IULFD��7KH�3RVW�$SDUWKHLG
(UD�´ $PHULFDQ�(FRQRPLF�5HYLHZ� �����������±���� KWWSV���GRL�RUJ���������DHU����������

6LKORQJRQ\DQH��0IDQLVHQL�)��������³7KH�*OREDO��WKH�/RFDO�DQG�WKH�+\EULG�LQ�WKH�0DNLQJ�RI
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�����

³6RXWK�$IULFD���*LQL�,QGH[��:RUOG�%DQN�(VWLPDWH��´�,QFRPH�'LVWULEXWLRQ��,QGH[�0XQGL�
'HFHPEHU����������
KWWSV���ZZZ�LQGH[PXQGL�FRP�IDFWV�VRXWK�DIULFD�LQGLFDWRU�6,�329�*,1,�
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