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/DGLHV�DQG�*HQWOHPHQ�
2Q�EHKDOI�RI�WKH�*HUPDQ�%DXVSDUNDVVHQ�,��WRR��ZRXOG�OLNH�WR�ZDUPO\�ZHOFRPH�\RX�WR�WKHMRLQW�FRQJUHVV�RI�81�+$%,7$7�DQG�WKH�(XURSHDQ�)HGHUDWLRQ�RI�%XLOGLQJ�6RFLHWLHV�KHUH�LQ%HUOLQ��:H�DUH�PHHWLQJ�KHUH�LQ�%HUOLQ�IRU�WKH�VHFRQG�WLPH�DIWHU������DQG�WKLV�LV�D�VRXUFH�RIJUHDW�MR\�IRU�PH�
9HU\�RIWHQ��LQ�LWV�KLVWRU\��WKH�ZRUOG�KDV�ORRNHG�WR�WKLV�FLW\��6RPHWLPHV�IXOO�RI�NHHQDQWLFLSDWLRQ��VRPHWLPHV��DODV��DOVR�ILOOHG�ZLWK�IHDU�DQG�KRUURU��EXW�ILQDOO\��DJDLQ�IXOO�RI�MR\�%HUOLQ�LV�EUHDWKLQJ�KLVWRU\�±�WKLV�LV�ZKDW�KDV�EHFRPH�WKH�KDOOPDUN�RI�WKLV�FLW\�
/LNH�KDUGO\�DQ\�RWKHU�PHWURSROLV��%HUOLQ�KDV�FKDQJHG�LWV�IDFH�RYHU�WKH�SDVW�\HDUV��*UDGXDOO\�WKH�WUDFHV�RI�LWV�PRUH�WKDQ����\HDUV�RI�GLYLVLRQ�DUH�EHLQJ�HUDVHG��1HZ�WKLQJV�KDYH�HPHUJHG�VRPH�RI�WKHP�DUH�RXWVWDQGLQJ��+HQFH��WKLV�FLW\�LV�WKH�LGHDO�YHQXH�IRU�D�FRQJUHVV�ZKLFK�GHDOVZLWK�WKH�LVVXH�RI�UHDO�HVWDWH�ILQDQFH��,�GR�KRSH��WKDW�RYHU�WKH�QH[W�GD\V��\RX�ZLOO�DOVR�KDYH�DQRSSRUWXQLW\�WR�WDNH�LQ�D�EUHDWK�RI�³%HUOLQHU�/XIW´�DQG�WKDW�\RX�ZLOO�EH�DEOH�WR�HQMR\�WKHDWPRVSKHUH�RI�LWV�³QHXH�0LWWH´��L�H��WKH�QHZ�KHDUW�RI�WKH�FLW\�
, ZRXOG�OLNH�WR�FRUGLDOO\�WKDQN�(X%9�DQG�81�+$%,7$7�IRU�JLYLQJ�XV�WKH�RFFDVLRQ�WR�PHHWKHUH��%HKLQG�WKH�VFHQHV��D�ORW�RI�ZRUN�JRHV�LQWR�SUHSDUDWLRQ�RI�VXFK�D�FRQJUHVV�DQG�YHU\RIWHQ��WKLV�ZRUN�JRHV�XQQRWLFHG��$OO�WKRVH�KHOSLQJ�KDQGV�GHVHUYH�ELJ�SUDLVH�
%XW�DERYH�DOO��,�ZRXOG�OLNH�WR�H[SUHVV�P\�VLQFHUH�JUDWLWXGH�WR�\RX��/DGLHV�DQG�*HQWOHPHQ��IRUFRPLQJ�KHUH��<HVWHUGD\�DQG�WRGD\�,�KDYH�DOUHDG\�VHHQ�PDQ\�IDPLOLDU�IDFHV��,�ZLVK�DOO�RI�\RXH[FLWLQJ�SUHVHQWDWLRQV�DQG�GLVFXVVLRQV�
/DGLHV�DQG�*HQWOHPHQ�
:KDW�LV�DOO�WKLV�DERXW"���)LUVW�RI�ZH�ZLOO�EH�GHDOLQJ�ZLWK�WKH�LVVXH�RI�UHVLGHQWLDO�SURSHUW\�%HFDXVH�UHVLGHQWLDO�SURSHUW\�KDV�D�SHUVRQDO�FRPSRQHQW�ZKLFK�FDQ�DOVR�EH�GXEEHG�DV�KDQGV�RQ IUHHGRP�DQG�VHFXULW\��$ERYH�DOO��LW�KDV�D�VWDELOLVLQJ�HIIHFW�RQ�WKH�VRFLDO�IDEULF�RI�D�VRFLHW\�3DUWLFXODUO\�LQ�FRXQWULHV�IHDWXULQJ�D�PDMRU�GLYLGH�EHWZHHQ�ULFK�DQG�SRRU��WKLV�ZLOO�EH�RISLYRWDO�LPSRUWDQFH�
7KH�PRVW�LPSRUWDQW�SUHFRQGLWLRQV�IRU�VXFFHVVIXO�JURZWK�±�DQG�WKHVH�FRXQWULHV�VKDOO�DQG�PXVWJURZ�±�SUREDEO\�LQFOXGH�VRFLDO�DQG�SROLWLFDO�VWDELOLW\�,I�WKHUH�LV�D�ODFN�RI�VXFK�VWDELOLW\��LQYHVWRUV�ZLOO�QRW�FRPH��<HW��ZLWKRXW�LQYHVWRUV��LW�ZLOO�QRWZRUN��+HQFH��ZH�VKRXOG�OLNH�WR�IXUWKHUPRUH�KLJKOLJKW�URXWHV�IRU�DFFHVV�WR�UHVLGHQWLDOSURSHUW\��5RXWHV�WKDW�DUH�YLDEOH�DFURVV�WKH�JOREH�
7KH�FUHDWLRQ�RI�UHVLGHQWLDO�SURSHUW\�WKXV�SOD\V�D�YHU\�VSHFLDO�UROH��7KH�H[DPSOH�RI�:HVWHUQ(XURSH�VKRZV�ZKLFK�YROXPH�FDQ�EH�PRYHG�E\�WKLV��:LWK�DQ�RYHUDOO�YROXPH�RIDSSUR[LPDWHO\�����ELOOLRQ�HXURV�DQG�DQ�RYHUDOO�VKDUH�LQ�WKH�WRWDO�FRQVWUXFWLRQ�YROXPH�RIDOPRVW����SHUFHQW��WKH�ILHOG�RI�KRXVLQJ�GHYHORSPHQW�LV��E\�IDU��WKH�ODUJHVW�FRQVWUXFWLRQ�VHFWRU�
:KDW�LV�WKH�H[SHULHQFH�ZH�KDYH�JDLQHG�LQ�WKLV�FRXQWU\�RYHU�WKH�SDVW�GHFDGHV"�+RZ�PXFK�RILW�FDQ�EH�DSSOLHG�HOVHZKHUH"
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/HW�PH�MXVW�UHPLQG�\RX�RI�WKH�HDUO\�����V��$W�WKDW�WLPH�SULYDWH�KRXVHKROGV��EXW�DOVR�EDQNV��LQ%ULWDLQ�ZHUH�LQ�VHYHUH�ILQDQFLDO�GLVWUHVV��7KLV�ZDV�HVVHQWLDOO\�GXH�WR�ILQDQFLQJ�PRGHOV�PDGHXS DOPRVW�H[FOXVLYHO\�RI�ORDQV�
:K\�GR�,�PHQWLRQ�WKLV"�%HFDXVH�,�WKLQN�WKLV�H[DPSOH�YHU\�FOHDUO\�VKRZV�KRZ�QRW�WR�JR�DERXWLW�7KLV�LV�EHFDXVH�PLVFRQFHLYHG�ILQDQFLQJ�DQG�UHILQDQFLQJ�V\VWHPV�ZLOO�LQFUHDVH�F\FOLFDOIOXFWXDWLRQV�UDWKHU�WKDQ�FXUELQJ�WKHP��:KLOVW�WKLV�PLJKW�SURGXFH�VKRUW�WHUP�EHQHILWV��WKHVHEHQHILWV�ZLOO�QRW�EH�VXVWDLQDEOH�LQ�WKH�ORQJ�UXQ��/DUJH�SDUWV�RI�WKH�SRSXODWLRQ�PD\�WKXV�EHGHSULYHG�RI�WKH�IUXLWV�RI�WKHLU�ODERXU��7KLV�LQ�WXUQ�KDV�QHJDWLYH�LPSOLFDWLRQV�IRU�ILQDQFLDOLQVWLWXWLRQV��FDSLWDO�PDUNHWV�DQG��ODVW�EXW�QRW�OHDVW��LW�ZLOO�KDYH�D�QHJDWLYH�LPSDFW�RQ�DFRXQWU\
V�VRFLDO�DQG�SROLWLFDO�VWDELOLW\�
6R�KRZ�FRXOG�WKLQJV�EH�GRQH�LQ�D�EHWWHU�ZD\��HVSHFLDOO\�LQ�HPHUJLQJ�DQG�GHYHORSLQJFRXQWULHV"
2U�UDWKHU��ZKDW�DUH�WKH�KDOOPDUNV�RI�DQ�HIILFLHQW�V\VWHP�RI�KRXVLQJ�ILQDQFH"
, WKLQN�VXFK�D�V\VWHP�LQFOXGHV�WKUHH�FKDUDFWHULVWLFV�

� D�FRQVWDQW�IORZ�RI�IXQGV�WR�VWDELOLVH�WKH�HFRQRPLF�VLWXDWLRQ�
� SUHGLFWDELOLW\�DQG�VHFXULW\�IRU�LQYHVWRUV�DQG�ILQDQFLQJ�LQVWLWXWLRQV�
� TXDQWLILDEOH�VXFFHVV�LQ�FUHDWLQJ�KRPH�RZQHUVKLS�DQG�D�ORZ�UDWH�RI�IRUHFORVXUH�VDOHV�

,V�ILQDQFLQJ�DQG�UHILQDQFLQJ�HQVXUHG�E\�D�FRQVWDQW�IORZ�RI�VDYLQJV�DFFXPXODWHG�E\�ODUJHVHFWLRQV�RI�WKH�SRSXODWLRQ"�7KLV�LV�FOHDUO\�WKH�FDVH�LQ�*HUPDQ\��2U�ZLOO�IXQGLQJ�PRGHOVGHSHQG�PRUH�RQ�WKH�GHFLVLRQV�RI�ODUJH�LQVWLWXWLRQDO�LQYHVWRUV�DQG�WKHLU�REMHFWLYHV"�:KDWHYHU\RXU�FKRLFH�LV��WKH�LPSDFW�RQ�WKH�V\VWHP¶V�VWDELOLW\�ZLOO�YDU\�VLJQLILFDQWO\�
%\�HQFRXUDJLQJ�DYHUDJH�FRQVXPHUV�WR�PDNH�UHJXODU�VDYLQJV�\RX�IDFLOLWDWH�D�FRQVWDQW�IORZ�RIIXQGV��ZKLFK�LQ�WXUQ�VWDELOLVHV�LQWHUHVW�UDWHV�
$QG�WKLV�ERWK�LQFUHDVHV�SUHGLFWDELOLW\�IRU�LQYHVWRUV�DQG�ILQDQFLQJ�LQVWLWXWLRQV�DQG�KHOSV�WRDFKLHYH�KLJKHU�OHYHOV�RI�KRPH�RZQHUVKLS��,Q�WKLV�FDVH��VDYLQJ�LV�QRW�DQ�HQG�LQ�LWVHOI��QRWPHUHO\�DQ�DOWHUQDWLYH�WR�FRQVXPSWLRQ��,QVWHDG��DV�D�PHDQV�WR�DQ�HQG��VDYLQJV�FUHDWHUHVLGHQWLDO�SURSHUW\�DQG�WKXV�HQVXUH�VXVWDLQDELOLW\�
,QGLYLGXDO�FRQGLWLRQV�FOHDUO\�YDU\�VLJQLILFDQWO\�IURP�RQH�FRXQWU\�WR�WKH�QH[W��:KDW�ZRUNV�LQD�JLYHQ�PDUNHW�FDQQRW�EH�WUDQVIHUUHG�RQ�D�RQH�WR�RQH�EDVLV�WR�RWKHU�PDUNHWV��7KLVQRWZLWKVWDQGLQJ��ZH�FRXOG�DQG�VKRXOG�VWLOO�OHDUQ�IURP�HDFK�RWKHU¶V�H[SHULHQFH�
7KLV�LV�DOVR�WUXH�IRU�WKH�*HUPDQ�PRGHO��,�DP�QRW�MXVW�WDONLQJ�DERXW�*HUPDQ\�WRGD\�EXW�DOVRDERXW�WKH�FRXQWU\�DIWHU�:RUOG�:DU�,��ZKHQ�WKHUH�ZDV�QR�HIILFLHQW�FDSLWDO�PDUNHW��,W�ZDV�WKH*HUPDQ�KRPH�ORDQ�DQG�VDYLQJV�DVVRFLDWLRQV�ZKR�FUHDWHG�D�EUHDNWKURXJK�IRU�WKH�SULQFLSOH�RI³KHOS�IRU�VHOI�KHOS´�ZKHQ�SXUFKDVLQJ�UHVLGHQWLDO�SURSHUW\�
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7RGD\�HFRQRPLVWV�ZRUOGZLGH��,�VKRXOG�WKLQN��DJUHH�WKDW�LQ�RUGHU�WR�SUHYHQW�LQIODWLRQ�KRXVLQJLQYHVWPHQWV�XOWLPDWHO\�QHHG�WR�EH�UHILQDQFHG�E\�WKH�ORQJ�WHUP�DYDLODELOLW\�RI�VDYHG�XSFDSLWDO�
6HOI�JHQHUDWHG�FDSLWDO�LV�RI�FUXFLDO�LPSRUWDQFH�IRU�HFRQRPLF�JURZWK��SDUWLFXODUO\�LQGHYHORSLQJ�DQG�HPHUJLQJ�FRXQWULHV�
)RU�KRXVLQJ�ILQDQFH��WKLV�PHDQV�WKHUH�PXVW�EH�FKDQQHOV�FDSDEOH�RI�OLQNLQJ�SULYDWH�KRXVHKROGVDYLQJV�DQG�KRXVLQJ�LQYHVWPHQWV�
$�GHFLVLYH�FKDOOHQJH��WKHUHIRUH��LV�WR�FRQYHUW�VKRUW�WHUP�VDYLQJV�GHSRVLWV�LQWR�ORQJ�WHUPIXQGV��DSWO\�VXPPDULVHG�E\�WKH�NH\ZRUG�RI�³PDWXULW\�WUDQVIRUPDWLRQ´��(FRQRPLF�DQG�ILVFDOSROLF\�VKRXOG�WKXV�DLP�DW�LQFUHDVLQJ�WKH�VDYLQJV�UDWLR�VSHFLILFDOO\�IRU�KRXVLQJ�FRQVWUXFWLRQDQG�HTXLW\�IRUPDWLRQ��7KLV�SURYLGHV�DGGLWLRQDO�OHHZD\�IRU�KRXVLQJ�ILQDQFH�
/DGLHV�DQG�*HQWOHPHQ�<RX�PD\�KDYH�JXHVVHG�WKDW�,�ZDQW�WR�VWURQJO\�DGYRFDWH�VDYLQJ�WKURXJK�KRPH�ORDQDVVRFLDWLRQV��7KH�PDMRU�DGYDQWDJH�RI�WKLV�VFKHPH�LV�WKDW�VDYHG�XS�FDSLWDO�LV�GLUHFWO\FRQYHUWHG�LQWR�LQYHVWPHQW�FDSLWDO�HDUPDUNHG�IRU�WKH�SXUSRVH�RI�KRPH�FRQVWUXFWLRQ�
,Q�DQ\�RWKHU�V\VWHP�ZKLFK�GRHV�QRW�IHDWXUH�WKLV�HDUPDUNLQJ��LW�ZLOO�EH�WKH�IXQGLQJ�LQVWLWXWLRQVZKR�DFFHSW�GHSRVLWV�DQG�PD\�GHFLGH�RQ�WKH�IRUP�DQG�EHQHILFLDU\�RI�WKH�GLVWULEXWHG�FDSLWDO�
3DUWLFXODUO\�LQ�(DVWHUQ�(XURSHDQ�FRXQWULHV�SHRSOH�RIWHQ�ZDQW�VKRUW�WHUP��RU�HYHQ�LQVWDQWILQDQFLQJ�ZLWKRXW�SURYLGLQJ�DQ\�DFFXPXODWHG�VDYLQJV��7KLV�RFFDVLRQDOO\�ZRUNV�IRU�SHRSOH�LQWKH�KLJKHU�LQFRPH�EUDFNHW��+RZHYHU��LI�WKH�PDMRULW\�RI�WKH�SRSXODWLRQ�ZHUH�WR�PDNH�WKLVFKRLFH�WKH�UHVXOW�ZRXOG�EH�LQIODWLRQDU\�GHEW��8QOHVV�VXIILFLHQW�HTXLW\�FDSLWDO�LV�FUHDWHG��HYHQWKH�EHVW�PRUWJDJH�FUHGLW�V\VWHP�ZLOO�IDLO��7KLV�LV�GXH�WR�WKH�IDFW�WKDW�KRXVHKROGV�ZLOO�EHXQDEOH�WR�JHW�ORDQV�IURP�WKHLU�EDQNV�
7R�WKH�LQGLYLGXDO�ERUURZHU��KRXVLQJ�ILQDQFH�ZLWK�OLWWOH�RU�QR�HTXLW\�PHDQV�WKDW�LQWHUHVW�UDWHFKDQJHV�RQ�WKH�FDSLWDO�PDUNHW�ZLOO�DOPRVW�FRPSOHWHO\�IHHG�WKURXJK�LQWR�WKH�ORDQ��7KLV�PD\VHYHUHO\�LQFUHDVH�WKH�ILQDQFLDO�EXUGHQ�RI�WKH�KRPH�RZQHU�
&RQYHUVHO\��D�UHODWLYHO\�KLJK�HTXLW\�UDWLR��ZKLFK�LV�FRPPRQ�SUDFWLFH�LQ�*HUPDQ\�DW����WR���SHUFHQW��HQVXUHV�WKDW�IXQGV�DUH�PXFK�PRUH�LQGHSHQGHQW�RI�FDSLWDO�PDUNHW�LQWHUHVW�UDWHV�DQGWKXV�DOVR�PRUH�UREXVW�ZLWK�UHJDUG�WR�IOXFWXDWLRQV�
(TXLW\�FDSLWDO�IRUPV�D�ULVN�FXVKLRQ�IRU�HFRQRPLF�XSV�DQG�GRZQV��WKH�KLJKHU�WKH�HTXLW\�UDWLR�WKH�ORZHU�WKH�ILQDQFLDO�EXUGHQ�
,Q�WHUPV�RI�PDFURHFRQRPLFV�WKLV�PHDQV�WKDW�WKH�QXPEHU�RI�IRUHFORVXUH�VDOHV�LV�NHSW�ZLWKLQQDUURZ�OLPLWV��,Q�*HUPDQ\�IRUHFORVXUHV�IRU�QRQ�KRPH�VDYHUV�DUH�VHYHUDO�WLPHV�PRUH�IUHTXHQWWKDQ�IRU�KRPH�VDYHUV��,Q�D�ZD\�WKLV�DOVR�OHDGV�WR�DQ�DXWRPDWLF�ULVN�UHGXFWLRQ�IRU�RWKHU�EDQNV�
,Q�FRXQWULHV�ZKHUH�KRPH�RZQHUV�DUH�KHDYLO\�LQGHEWHG�DQG�VSHFXODWH�DERXW�DQ�³DXWRPDWLF�GHEWUHGXFWLRQ´�E\�ZD\�RI�DQ�LQFUHDVH�LQ�UHDO�HVWDWH�YDOXH��ZH�XVXDOO\�ZLWQHVV�³SULFH�EXEEOHV´�7KHVH�ZLOO�EXUVW�ZKHQ�WKH�XSKLOO�WUHQG�FRPHV�WR�DQ�DEUXSW�KDOW��ZKLFK�PD\�EH�FDXVHG�E\XQHPSOR\PHQW��ODFN�RI�LQFRPH�JURZWK��LQFUHDVH�LQ�FDSLWDO�PDUNHW�LQWHUHVW�UDWHV��XQUHDOLVWLFSULFH�DVVXPSWLRQV�HWF�
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/HW�WKHUH�EH�QR�PLVXQGHUVWDQGLQJ��,�VKRXOG�OLNH�WR�KLJKOLJKW�WKDW�WKH�SRLQW�LV�QRW�WR�EDQNH[FOXVLYHO\�RQ�KRPH�ORDQ�DQG�VDYLQJV�VFKHPHV��([SHULHQFH�KDV�VKRZQ��KRZHYHU��WKDW�KRPHVDYLQJ�DQG�PRUWJDJH�IXQGLQJ�FRPSOHPHQW�HDFK�RWKHU�ZHOO��$�FRPELQDWLRQ�RI�WKH�WZR�LV�PRUHSURILWDEOH�DQG�VWDEOH�WKDQ�D�V\VWHP�VROHO\�EDVHG�RQ�PRUWJDJH�FUHGLW�
7KDW�VXFK�D�FRPELQDWLRQ�PRGHO�LV�IXWXUH�YLDEOH�LV�QRW�RQO\�VKRZQ�E\�HDUOLHU�GHYHORSPHQWV�LQ*HUPDQ\�DQG�$XVWULD��EXW�DOVR�E\�FXUUHQW�DFWLYLWLHV�LQ�WKH�&]HFK�5HSXEOLF��6ORYDNLD�+XQJDU\��&URDWLD�DQG�VRRQ�SUREDEO\�DOVR�LQ�5RPDQLD��.D]DNKVWDQ��%XOJDULD��%HODUXV�5XVVLD��WKH�8NUDLQH�DQG��QRW�OHDVW�RI�DOO��&KLQD��7KLV�PRGHO�LV�H[WUHPHO\�ZHOO�VXLWHG�IRUFRXQWULHV�WKDW�DUH�VWLOO�ODFNLQJ�D�IXQFWLRQLQJ�ORQJ�WHUP�FDSLWDO�PDUNHW�
,W�LV�IRU�WKLV�UHDVRQ�WKDW�,�EHOLHYH�GHYHORSLQJ�DQG�HPHUJLQJ�FRXQWULHV�DUH�ZHOO�DGYLVHG�WRHQDEOH�SULYDWH�KRXVHKROGV�WR�EXLOG�XS�VDYLQJV��HYHQ�LI�WKLV�PHDQV�WKDW�LQLWLDOO\�RQO\�WKHDFFXPXODWHG�FDSLWDO�RI�SHRSOH�LQ�WKH�PHGLXP�RU�KLJKHU�LQFRPH�EUDFNHW�PD\�EH�PRELOLVHG�:H�PXVW�EH�UHDOLVWLF�HQRXJK�WR�XQGHUVWDQG�WKDW�SHRSOH�ZLWK�YHU\�ORZ�LQFRPHV�ZLOO�KDUGO\�EHLQ�D�SRVLWLRQ�WR�FRQWULEXWH�DW�WKLV�VWDJH��)RU�WKHP�ZH�ZLOO�QHHG�VHSDUDWH�VROXWLRQV�
/HW�XV�DOO�WRJHWKHU�WKLQN�DERXW�KRZ�ZH�FDQ�EULQJ�DERXW�FKDQJH�E\�XVLQJ�ZKDW�LV�DYDLODEOHWRGD\�


