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&XOWXUDO�'LVWDQFH��,QVWLWXWLRQDO�'LVWDQFH�DQG�,QWHUQDWLRQDO�7UDGH
6MRHUG�%HXJHOVGLMN�D��+HQUL�GH�*URRWE��*HUW�-DQ�/LQGHUVE DQG�$UMHQ�6ODQJHQD

D 7LOEXUJ�8QLYHUVLW\�DQG�&HQW(5�3�2��%R[�������������/(�7LOEXUJ��7KH�1HWKHUODQGV
E 'HSW��RI�6SDWLDO�(FRQRPLFV��9ULMH�8QLYHUVLWHLW�'H�%RHOHODDQ������������+9�$PVWHUGDP��7KH�1HWKHUODQGV

$EVWUDFW7KHUH� LV� ODUJH� YDULDWLRQ� LQ� WUDGH� SDWWHUQV� DFURVV� WKH� ZRUOG�� 'HVSLWH� WKH� SRSXODUGLVFXVVLRQV�RQ� WKH� µGHDWK�RI�GLVWDQFH¶��GLVWDQFH� LV� �VWLOO�� WKH�PRVW� LPSRUWDQW�YDULDEOHH[SODLQLQJ�WKLV�YDULDWLRQ��,Q�H[SODLQLQJ�WUDGH�SDWWHUQV�DFURVV�WKH�ZRUOG��LW�LV�LPSRUWDQWWR� DFNQRZOHGJH� WKH� PXOWLSOH� GLPHQVLRQV� RI� GLVWDQFH�� ,Q� WKLV� SDSHU�� ZH� HPSLULFDOO\LQYHVWLJDWH�WKH�UHOHYDQFH�RI�VHYHUDO�RI�WKHVH�GLPHQVLRQV��$SDUW�IURP�SK\VLFDO�GLVWDQFH�ZH�DOVR�FRQVLGHU�WKH�HIIHFWV�RI�FXOWXUDO�GLVWDQFH�DQG�LQVWLWXWLRQDO�GLVWDQFH��2XU�UHVXOWVUHYHDO�WKH�LPSRUWDQFH�RI�DOO�WKUHH�GLPHQVLRQV�
-(/�FRGHV� )��.H\�ZRUGV�� ELODWHUDO�WUDGH��JUDYLW\�PRGHOV��FXOWXUDO�GLVWDQFH��LQVWLWXWLRQDO�GLVWDQFH�

� &RUUHVSRQGLQJ� DXWKRU�� 6MRHUG� %HXJHOVGLMN�� V�EHXJHOVGLMN#XYW�QO�� 7KH� DXWKRUV� WKDQN� %UDP� YDQ&DPSHQKRXW�DQG�$OH[�(DSHQ�IRU�WKHLU�XVHIXO�UHPDUNV�DQG�DVVLVWDQFH�
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���,QWURGXFWLRQ,Q�WKLV�SDSHU�ZH�H[DPLQH�KRZ�QDWLRQDO�GLIIHUHQFHV�LQ�FXOWXUH�DQG�LQVWLWXWLRQDO�TXDOLW\DIIHFW� WKH�DPRXQW�RI� WUDGH�EHWZHHQ�FRXQWULHV��7KH�H[SODQDWLRQ�RI� WUDGH�SDWWHUQV� LV� DILHOG� RI� UHVHDUFK� LQ� ZKLFK� GLIIHUHQW� GLVFLSOLQHV� PHHW�� 7UDGLWLRQDOO\� WKH� ILHOG� RILQWHUQDWLRQDO� HFRQRPLFV� �,(�� KDV� LQYHVWLJDWHG� WUDGH� IORZV� EHWZHHQ� QDWLRQV� �IRU� DQRYHUYLHZ� RI� HPSLULFDO� UHVHDUFK� ILQGLQJV� UHODWHG� WR� WUDGH� WKHRULHV�� VHH�� IRU� H[DPSOH�+DUULJDQ�� �������%XW� DOVR� VFKRODUV� LQ� LQWHUQDWLRQDO� EXVLQHVV� �,%�� KDYH� VWXGLHG� WUDGHE\��IRU�H[DPSOH��LQYHVWLJDWLQJ�WKH�LQWHUQDWLRQDOL]DWLRQ�SDWWHUQV�DQG�SURFHVVHV�RI�ILUPVRYHU�WLPH��H�J���-RKDQVRQ�DQG�:LHGHUVKHLP�3DXO��������-RKDQVRQ�DQG�9DKOQH�������&DYXVJLO��������6W|WWLQJHU�DQG�6FKOHJHOPLOFK���������7\SLFDOO\�� WKH� ILHOGV�RI� ,(�DQG,%�DUH�VHSDUDWHG�ILHOGV��ZLWK�RQO\�OLPLWHG�VSLOORYHUV�EHWZHHQ�WKHP��,Q�WKH�ILHOG�RI�,%��DODUJH�QXPEHU�RI�VWXGLHV�KDYH�H[DPLQHG�WKH�HIIHFWV�RI�FXOWXUDO�DQG�±�WR�D�OHVVHU�H[WHQW�±LQVWLWXWLRQDO� GLIIHUHQFHV� RQ� D� ILUP¶V� FKRLFH� EHWZHHQ� YDULRXV� PRGHV� RI� IRUHLJQH[SDQVLRQ� �H�J��� *DWLJQRQ� DQG� $QGHUVRQ�� ������ .RJXW� DQG� 6LQJK�� ������ &KR� DQG3DGPDQDEKDQ��������%DUNHPD�HW�DO����������%HFDXVH�RI�WKH�IRFXV�RQ�WKH�PXOWLQDWLRQDOILUP��WKH�VFDUFH�DJJUHJDWH�FRQWULEXWLRQV�FRQFHQWUDWH�RQ�)',�IORZV�EHWZHHQ�FRXQWULHV�,QWHUHVWLQJO\��WR�RXU�NQRZOHGJH�WKHUH�DUH�QR�VWXGLHV�LQ�,%�FRQFHQWUDWLQJ�RQ�DJJUHJDWHWUDGH�IORZV�EHWZHHQ�FRXQWULHV��7KLV� LV� UHPDUNDEOH�JLYHQ� WKH� DPRXQW�RI� LQWHUQDWLRQDOWUDGH�YHUVXV�WKH�DPRXQW�RI�)',��:RUOGZLGH�PHUFKDQGLVH�H[SRUWV�LQ������ZHUH�DOPRVWWHQ� WLPHV� ODUJHU� WKDQ� RXWZDUG� )',� IORZV� �81&7$'�� ������� ,Q� DGGLWLRQ�� 'XQQLQJ������������HVWLPDWHV� WKH� VKDUH�RI� LQWHUQDWLRQDO� WUDGH�DFFRXQWHG� IRU�E\� �VXEVLGLDULHVRI��PXOWLQDWLRQDO�HQWHUSULVHV��01(V��±�WKH�WUDGLWLRQDO�REMHFW�RI�LQTXLU\�LQ�,%�VWXGLHV�±WR�EH�RQO\������LPSO\LQJ�WKDW�WKH�UHPDLQLQJ�����LV�DFFRXQWHG�IRU�E\�GRPHVWLF�ILUPV�L�H��ILUPV�ZLWKRXW�DQ\�IRUHLJQ�VXEVLGLDULHV�'HVSLWH�WKH�ODFN�RI�DWWHQWLRQ�WR�WUDGH�LQ�,%��WKHUH�KDYH�EHHQ�QXPHURXV�VWXGLHVLQ� WKH� ILHOG� RI� ,(� FRQFHQWUDWLQJ� RQ� WUDGH� SDWWHUQV�� 7KLV� KDV� UHVXOWHG� LQ� WKH� ZHOO�HVWDEOLVKHG� HPSLULFDO� JUDYLW\�PRGHO� WR� DQDO\VH� DQG�SUHGLFW� WKH� VL]H� DQG� GLUHFWLRQ� RIWUDGH�IORZV��+RZHYHU��ZKHUHDV�FXOWXUH�DQG�LQVWLWXWLRQV�KDYH�EHHQ�LQFRUSRUDWHG�LQ�,%�VFKRODUV�LQ�WKH�,(�WUDGLWLRQ�KDYH�W\SLFDOO\�QRW�SDLG�DWWHQWLRQ�WR�WKH�UROH�RI�FXOWXUH� DQG
� 7KRXJK� RQO\� LQ� DQ� LQGLUHFW� ZD\��3DWHO� ������� KDV� PDGH� D� IRUPDO� DWWHPSW� WR� LQWHJUDWH� WUDGLWLRQDOPRGHOV�RI�LQWHUQDWLRQDO�WUDGH�ZLWK�WKHRULHV�RI� LQWHUQDO�RUJDQL]DWLRQ�E\�DGGLQJ�WKH�H[WUD�GLPHQVLRQV�RIRUJDQL]DWLRQDO� GHFLVLRQ�PDNLQJ� VWUXFWXUH� WR� WKH� WUDGLWLRQDO� RUJDQL]DWLRQ� QHXWUDO� +HFNVFKHU� 2KOLQ6DPXHOVRQ�PRGHO��*LYHQ� WKH� UHODWLRQVKLS�EHWZHHQ�GHFLVLRQ�PDNLQJ� VWUXFWXUHV� DQG� FXOWXUH� �+RIVWHGH��������WKLV�PD\�EH�FRQVLGHUHG�DQ�LPSOLFLW�DWWHPSW�WR�OLQN�WUDGH�WKHRU\�ZLWK�FXOWXUH�
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RQO\� UHFHQWO\� WKHUH� LV� VRPH� DWWHQWLRQ� IRU� WKH� UROH� RI� LQVWLWXWLRQV� �IRU� H[DPSOH�� 'H*URRW�HW�DO��������,Q� WKLV� SDSHU�ZH� EULQJ� WRJHWKHU� LQVLJKWV� IURP� ERWK� ,(� DQG� ,%� E\� H[SODLQLQJELODWHUDO� WUDGH� SDWWHUQV� EHWZHHQ� ���� FRXQWULHV� XVLQJ� D� JUDYLW\� PRGHO� DSSURDFKH[WHQGHG�ZLWK�PHDVXUHV�RI�FXOWXUDO�DQG�LQVWLWXWLRQDO�GLVWDQFH��7KHRUHWLFDOO\��WKLV�SDSHUDOVR� FRQWULEXWHV� WR� WKH� UHFHQW� FXOWXUDO� WXUQ� LQ� HFRQRPLF� JHRJUDSK\� E\� SURYLGLQJ� DQDQDO\VLV�RI�LQWHUGHSHQGHQFH�EHWZHHQ�SODFHV�DQG�WKH�LPSDFW�RI�FXOWXUDO�GLIIHUHQFHV�RQWKH�DPRXQW�RI�WUDGH�WDNLQJ�SODFH�EHWZHHQ�WKHVH�SODFHV��7KH�FRQFHSW�RI�GLVWDQFH��ZKLFKLV�FUXFLDO� LQ�HFRQRPLF�JHRJUDSK\�� LV� QRW� RQO\�RSHUDWLRQDOLVHG� LQ�SK\VLFDO� WHUPV��EXWDOVR�LQ�FXOWXUDO�DQG�LQVWLWXWLRQDO�WHUPV�:KHQ� WKHRUL]LQJ� RQ� WUDGH� DQG� WKH� LQIOXHQFH� RI� FXOWXUDO� DQG� LQVWLWXWLRQDOGLIIHUHQFHV�EHWZHHQ�KRPH��LPSRUWHU��DQG�KRVW� �H[SRUWHU��FRXQWULHV� LW� LV� LPSRUWDQW� WRWDNH�WKH�GLIIHUHQW�PRGHV�RI�LQWHUQDWLRQDO�EXVLQHVV�LQWR�DFFRXQW��)LUPV�FKRRVH�IRU�ORZFRPPLWPHQW� PRGHV� �H[SRUWV�� LQVWHDG� RI� )',� ZKHQ� FRQIURQWHG� ZLWK� ODUJH� FXOWXUDOGLIIHUHQFHV� �$URUD� DQG� )RVIXUL�� ������ (UUDPLOOL� DQG� 5DR�� ������ .LP� DQG� +ZDQJ�������.RJXW�DQG�6LQJK���������+RZHYHU��WKLV�SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�WUDGH�DQGFXOWXUDO� GLVWDQFH� PD\� RQO\� KROG� XS� WR� D� FHUWDLQ� OHYHO�� :KHQ� FXOWXUDO� GLIIHUHQFHVEHFRPH�WRR�ODUJH��LW�PD\�KDYH�QHJDWLYH�HIIHFWV�RQ�WKH�DPRXQW�RI�WUDGH��:H�H[SHFW�WKLVWUDGH� RII� QRW� WR� H[LVW� UHJDUGLQJ� LQVWLWXWLRQDO� GLIIHUHQFHV�� ,W� FDQ� EH� DUJXHG� WKDW� WKHPRGHUDWLQJ� HIIHFW� RI� LQVWLWXWLRQDO� GLIIHUHQFHV�ZLWK� UHVSHFW� WR� WKH� GLIIHUHQW�PRGHV� RILQWHUQDWLRQDO�EXVLQHVV� LV�QRW�DV� UHOHYDQW�DV�FXOWXUDO�GLIIHUHQFHV�EHFDXVH� WKH� ODWWHU�DUHHVSHFLDOO\�UHOHYDQW�ZKHQ�WKH�GHJUHH�RI�KXPDQ�LQWHUDFWLRQ�LV�KLJK��ZKLFK�LV�HVSHFLDOO\WKH�FDVH�IRU�)',��7KHUHIRUH�ZH�K\SRWKHVL]H�DQG�WHVW�D�QHJDWLYH�UHODWLRQVKLS�EHWZHHQLQVWLWXWLRQDO�GLVWDQFH�DQG�WUDGH��0RUH�VSHFLILFDOO\��ZH�DUJXH�WKDW�WKLV�QHJDWLYH�HIIHFW�RILQVWLWXWLRQDO�GLIIHUHQFHV�LV�ODUJHU�DW�ORZHU�OHYHOV�
���7KHRUHWLFDO�EDFNJURXQG
7UDGH�SDWWHUQV7UDGH� WKHRU\� KDV� WUDGLWLRQDOO\� H[SODLQHG� LQWHUQDWLRQDO� WUDGH� IURP� FURVV�FRXQWU\FRPSDUDWLYH� FRVW� GLIIHUHQFHV�� 7KH� GLUHFWLRQ� DQG� FRPSRVLWLRQ� RI� WUDGH� LV� H[SODLQHGPDLQO\� E\� UHODWLYH� IDFWRU� HQGRZPHQW� GLIIHUHQFHV� �WKH� +HFNVFKHU�2KOLQ�9DQHNPRGHO��� &RXQWULHV� H[SRUW� SURGXFWV� IURP� LQGXVWULHV� WKDW� LQWHQVLYHO\� XVH� WKHFRPSDUDWLYHO\� DEXQGDQW� SURGXFWLRQ� IDFWRUV�� DQG� WKXV� FDQ� EH� SURGXFHG� UHODWLYHO\
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FKHDSO\�� 7KH� SURGXFWV� WKDW� UHO\� UHODWLYHO\� LQWHQVLYHO\� RQ� WKH� VFDUFH� IDFWRUV� LQSURGXFWLRQ� DUH� LPSRUWHG� LQ� UHWXUQ�� 7KLV� W\SH� RI� WUDGH� LV� RIWHQ� UHIHUUHG� WR� DV� LQWHU�LQGXVWU\� WUDGH�� 0RUH� UHFHQWO\�� QHZ� WKHRULHV� KDYH� HPHUJHG� LQ� ZKLFK� LQWHUQDWLRQDOVSHFLDOL]DWLRQ�DQG�WUDGH�DULVH�IURP�LQWHUQDO�RU�H[WHUQDO�HFRQRPLHV�RI�VFDOH�DQG�SURGXFWGLIIHUHQWLDWLRQ� �IRU�H[DPSOH��+HOSPDQ�DQG�.UXJPDQ��������0RVW� LPSRUWDQWO\�� WKHVHQHZ�WUDGH�WKHRULHV�FDQ�H[SODLQ�WZR�ZD\�WUDGH�EHWZHHQ�FRXQWULHV� LQ�VLPLODU�SURGXFWV�VR�FDOOHG�LQWUD�LQGXVWU\�WUDGH�5HJDUGLQJ� WKH� UHODWLRQVKLS� EHWZHHQ� )',� DQG� WUDGH��PL[HG� UHVXOWV� KDYH� EHHQREWDLQHG�ZLWK�UHVSHFW�WR�WKH�TXHVWLRQ�LI�)',�VWLPXODWHV�RU�VXEVWLWXWHV�IRU�)',��%XLOGLQJRQ�D�PRGHO�GHYHORSHG�E\�0DUNXVHQ���������������ZKLFK�OLQNV�FRXQWU\�FKDUDFWHULVWLFVDQG� WUDGH� FRVWV� WR� W\SHV� RI� )',�� LV� KDV� UHFHQWO\� EHHQ� DUJXHG� WKDW� WKH� UHODWLRQVKLSEHWZHHQ�WUDGH�DQG�)',�GHSHQGV�RQ�WKH�W\SH�RI�)',�XQGHUWDNHQ��$PLWL�DQG�:DNHOLQ��������,I�)',�LV�YHUWLFDO�DQG�PXOWLQDWLRQDO�ILUPV��01(V��VSOLW�SURGXFWLRQ�VWDJHV��WUDGHFDQ�EH�H[SHFWHG�WR�LQFUHDVH��2Q�WKH�RWKHU�KDQG��LI�)',�LV�KRUL]RQWDO�DQG�01(V�FKRRVHWR�SURGXFH�ILQDO�JRRGV�LQ�PXOWLSOH� ORFDWLRQV�WKLV� LV� OLNHO\�WR�VXEVWLWXWH�IRU� WUDGH��7KHDVVXPSWLRQ�RI�GLIIHUHQW�UHODWLYH�IDFWRU�LQWHQVLWLHV�IRU�GLIIHUHQW�VWDJHV�RI�SURGXFWLRQ�FDQSURYLGH� D� PRWLYH� IRU� YHUWLFDO� )',�� DQG� SRVLWLYH� WUDGH� FRVWV� FDQ� EH� D PRWLYH� IRUKRUL]RQWDO�)',��'HVSLWH�WKH�LQVLJKWIXO�GLVWLQFWLRQ�EHWZHHQ�W\SHV�RI�)',��OLNH�PRVW�RIWKH�WKHRULHV�LQ�,(�$PLWL�DQG�:DNHOLQ��������RQO\�IRFXV�XSRQ�FRXQWU\�FKDUDFWHULVWLFVDQG�IDFWRU�HQGRZPHQWV�DEVWDLQLQJ�IURP�WKH� LQIOXHQFH�RI�FXOWXUDO�DQG�RU� LQVWLWXWLRQDOGLIIHUHQFHV��7\SLFDOO\� LW� LV�DUJXHG� WKDW� µWKH� ILUP� IDFHV�D� WHQVLRQ�EHWZHHQ� WKH�FRVW�RIVHWWLQJ�XS�DQ�DGGLWLRQDO�SODQW�DQG�WKH�VDYLQJ�RQ�WUDGH�FRVWV��,I�WUDGH�FRVWV�DUH�ORZ��LW�LVQRW�ZRUWK�ZLOH�LQFXUULQJ�WKH�FRVW�RI�VHWWLQJ�XS�DQ�DGGLWLRQDO�SODQW��WKH�ILUP�ZRXOG�EHEHWWHU�RII�H[SRUWLQJ��+RZHYHU��LI�WUDGH�FRVWV�DUH�KLJK��ILUPV�KDYH�DQ�LQFHQWLYH�WR�VHUYHWKH�IRUHLJQ�FRXQWU\�E\�SURGXFLQJ�WKH�JRRG�DEURDG¶��$PLWL�DQG�:DNHOLQ�������������:LWKLQ� WKH� ILHOG� RI� ,%� LW� KDV� QHYHUWKHOHVV� VXFFHVVIXOO\� EHHQ� DUJXHG� DQG� HPSLULFDOO\VKRZQ�WKDW�FXOWXUDO�GLIIHUHQFHV�EHWZHHQ� WUDGLQJ�SDUWQHUV�PRGHUDWH� WKH�FKRLFH� DJHQWV�ILUPV��IDFH�ZKHQ�HQJDJLQJ�LQ�LQWHUQDWLRQDO�EXVLQHVV��7KH�FRQFHSW�RI�FXOWXUDO�GLVWDQFHKDV� EHHQ� GHYHORSHG� WR� LQFRUSRUDWH� WKH� LQIOXHQFH� RI� QDWLRQDO� FXOWXUDO� GLIIHUHQFHV� RQLQWHUQDWLRQDO�EXVLQHVV�DQG�WKH�GLIIHUHQW�IRUPV�LW�PD\�WDNH�
&XOWXUDO�GLVWDQFH�DQG�WUDGH1DWLRQDO�FXOWXUDO�GLVWDQFH��KHQFHIRUWK��&'��FDQ�EH�GHILQHG�DV�WKH�GHJUHH�WR�ZKLFK�WKHVKDUHG� QRUPV� DQG� YDOXHV� LQ� RQH� FRXQWU\� GLIIHU� IURP� WKRVH� LQ� DQRWKHU� FRXQWU\� �FI�



�

+RIVWHGH��������.RJXW�DQG�6LQJK���������,W�LV�JHQHUDOO\�DFNQRZOHGJHG�WKDW�WKH�FRVWVDVVRFLDWHG� ZLWK� LQWHUQDWLRQDO� WUDGH� LQFUHDVH� ZLWK� &'�� DV� ODUJHU� FXOWXUDO� GLIIHUHQFHVPDNH�LW�LQFUHDVLQJO\�GLIILFXOW�WR�XQGHUVWDQG��FRQWURO��DQG�SUHGLFW�WKH�EHKDYLRU�RI�RWKHUV�(OVDVV�DQG�9HLJD���������ZKLFK�FRPSOLFDWHV�HIIHFWLYH�SDLUZLVH�LQWHUDFWLRQV��3DUNKH�������� WKXV� LPSHGLQJ� WKH� UHDOL]DWLRQ� RI� EXVLQHVV� GHDOV�� $FFRUGLQJ� WR� 1HDO� �������VRPH�RI�WKH�PRVW�QRWDEOH�GLIILFXOWLHV�DVVRFLDWHG�ZLWK�FURVV�FXOWXUDO�LQWHUDFWLRQ�LQFOXGHWKRVH�DVVRFLDWHG�ZLWK�XQGHUVWDQGLQJ��SDUWLFXODUO\�WKRVH�DVVRFLDWHG�ZLWK�GLIIHUHQFHV�LQSHUFHSWLRQV�RI�WKH�VDPH�VLWXDWLRQ��'LIIHUHQW�SHUFHSWLRQV�FRPSOLFDWH�LQWHUDFWLRQV��PDNHWKHP� SURQH� WR� IDLO�� DQG� KLQGHU� WKH� GHYHORSPHQW� RI� UDSSRUW� DQG� WUXVW� ±� IDFWRUV� WKDWJHQHUDOO\� IDFLOLWDWH� WKH� LQWHUDFWLRQ� SURFHVV�� (VSHFLDOO\� ZLWK� UHVSHFW� WR� WKH� QRWLRQ� RIUHODWLRQDO�EHKDYLRUV�WKHUH�PD\�EH�FRQVLGHUDEOH�GLVFUHSDQFLHV�EHWZHHQ�WUDGLQJ�SDUWQHUVRI�GLVVLPLODU�FXOWXUHV��'R]�DQG�+DPHO���������$OO�WKLV�VXJJHVWV�WKDW�DQ�LQFUHDVLQJ�&'UHGXFHV�WKH�DPRXQW�RI�WUDGH�EHWZHHQ�FRXQWULHV�+RZHYHU�� DOWKRXJK� WKH� FRVWV� DVVRFLDWHG�ZLWK� LQWHUQDWLRQDO� WUDGH� DUH� OLNHO\� WRLQFUHDVH�ZLWK�&'��WKH�FRVWV�RI�PDQDJLQJ�HPSOR\HHV�DEURDG�WKURXJK�D�VXEVLGLDU\�±�L�H��WKH�FRVWV�DVVRFLDWHG�ZLWK�)',�±�DUH�OLNHO\�WR�LQFUHDVH�HYHQ�IDVWHU��EHFDXVH�H[WHQGLQJ�DILUP� DEURDG� UHTXLUHV� FORVH� LQWHUDFWLRQV�ZLWK� D� YDULHW\� RI� ORFDO� VWDNHKROGHUV� VXFK� DVHPSOR\HHV�� XQLRQV�� VXSSOLHUV�� DQG� JRYHUQPHQW� DJHQFLHV�� ZKLFK� H[SRUWLQJ� GRHV� QRWUHTXLUH� �+HQQDUW�� ������ -RKDQVRQ� DQG�9DKOQH�� �������0RUHRYHU�� WKH� ODUJHU� WKH� &'EHWZHHQ� WZR� FRXQWULHV�� WKH� ODUJHU� WKH� GLIIHUHQFHV� LQ� WKHLU� RUJDQL]DWLRQDO� DQGPDQDJHPHQW� SUDFWLFHV� �.RJXW� DQG� 6LQJK�� ������ /DULPR�� ������� ZKLFK� PDNHV� LWGLIILFXOW� DQG� FRVWO\� IRU� ILUPV� WR� WUDQVIHU� WKHLU� KRPH�FRXQWU\� SUDFWLFHV� WR� IRUHLJQVXEVLGLDULHV� ORFDWHG� LQ� FXOWXUDOO\� GLVVLPLODU� HQYLURQPHQWV� �$QGHUVRQ� DQG� *DWLJQRQ�������$JDUZDO�� ������*HULQJHU� HW� DO��� ������%DUNHPD� HW� DO��� �������$OWKRXJK� ILUPVFRXOG�WU\�WR�LPELEH�WKH�KRVW�FRXQWU\¶V�SUHYDLOLQJ�SUDFWLFHV�LQVWHDG��WKH�OHDUQLQJ�FRVWVDVVRFLDWHG�ZLWK�WKLV�SURFHVV�LQ�WHUPV�RI�WLPH��HIIRUW��DQG�UHVRXUFHV�DUH�OLNHO\�WR�EH�WRRKLJK� �0DGKRN�� ������ ������ )LQDOO\�� LQH[SHULHQFHG� ILUPV� DUH� OLNHO\� WR� ODFN� WKHQHFHVVDU\� NQRZOHGJH� RI� ORFDO� YDOXHV�� FXVWRPV�� DQG� KDELWV� WR� VXFFHVVIXOO\� RSHUDWHFRPSDQ\�RZQHG�IDFLOLWLHV�LQ�FXOWXUDOO\�GLVWDQW�PDUNHWV��EXW�PD\�VWLOO�EH�DEOH�WR�VHUYHVXFK� PDUNHWV� WKURXJK� H[SRUWV� �-RKDQVRQ� DQG� 9DKOQH�� ������� )RU� DOO� WKHVH� UHDVRQV�LQWHUQDWLRQDOL]LQJ�ILUPV�VKRXOG�EH�PRUH�OLNHO\�WR�HQJDJH�LQ�WUDGH�UDWKHU�WKDQ�)',�ZKHQVHUYLFLQJ�FXOWXUDOO\�GLVWDQW�PDUNHWV�7KH�FKRLFH�EHWZHHQ�WUDGH�DQG�)',�FDQ�DOVR�EH�IUDPHG�DV�D�WUDGH�RII�EHWZHHQUHVRXUFH� FRPPLWPHQW� DQG� FRQWURO� �$JDUZDO� DQG� 5DPDVZDPL�� ������� ZLWK� FRQWURO
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UHIHUULQJ�WR�D�ILUP¶V�DELOLW\�WR�LQIOXHQFH�V\VWHPV��PHWKRGV��DQG�GHFLVLRQV�LQ�D�IRUHLJQPDUNHW� �$QGHUVRQ� DQG� *DWLJQRQ�� ������� :KLOH� WUDGH� LV� D� ORZ�ULVN� DOWHUQDWLYH� WKDWUHTXLUHV� OLWWOH� ILQDQFLDO� DQG� PDQDJHULDO� UHVRXUFHV�� LW� GRHV� QRW� SURYLGH� D� ILUP� DQ\FRQWURO� RYHU� WKH� PDUNHW� VHUYHG�� )',�� RQ� WKH� RWKHU� KDQG�� UHTXLUHV� VXEVWDQWLDOLQYHVWPHQWV�LQ�SK\VLFDO�DQG�KXPDQ�UHVRXUFHV���PDNLQJ�LW�D�ULVN\�HQWHUSULVH���EXW�DOVRSURYLGHV� D� ILUP� D� KLJK� GHJUHH� RI� FRQWURO� RYHU� WKH� IRUHLJQ� RSHUDWLRQ� �$JDUZDO� DQG5DPDVZDPL��������$Q�LQFUHDVLQJ�&'�OHDGV�ILUPV�WR�RSW�IRU� OHVV� LQYROYHG�PRGHV�RI�HQWU\� �5RRW��������0RUH�VSHFLILFDOO\��ILUPV�H[SDQGLQJ�LQWR�FRXQWULHV�ZLWK�DQ�XQNQRZQ�FXOWXUH�DQGXQIDPLOLDU� EXVLQHVV� SUDFWLFHV� WHQG� WR� VK\� DZD\� IURP� )',� LQ� IDYRU� RI� HQWU\� PRGHVUHTXLULQJ� UHODWLYHO\� OLWWOH� UHVRXUFHV�� VXFK� DV� H[SRUWLQJ� �'XQQLQJ�� ������ ����� �����)LUPV�DUH�JHQHUDOO\�XQZLOOLQJ�WR�FRPPLW�VXEVWDQWLDO�UHVRXUFHV�WR�D�IRUHLJQ�VXEVLGLDU\ORFDWHG�LQ�D�FXOWXUDOO\�GLVWDQW�PDUNHW��DV�WKLV�ZRXOG�VXEVWDQWLDOO\�UHGXFH�WKHLU�DELOLW\�WRZLWKGUDZ�IURP�WKH�PDUNHW�VKRXOG�WKH�YHQWXUH�WXUQ�RXW�WR�EH�XQVXFFHVVIXO��+LOO�HW�DO�������������.LP�DQG�+ZDQJ�������������)XUWKHUPRUH��VLQFH�PDQDJHUV�DUH�XVXDOO\�QRWIDPLOLDU��FRPIRUWDEOH��RU�HYHQ�LQ�DJUHHPHQW�ZLWK�WKH�YDOXHV��EHKDYLRUV�DQG�SUDFWLFHVRI�FXOWXUHV�WKDW�DUH�WUXO\�IRUHLJQ�WR� WKHP��WKH\�SHUFHLYH�D�KLJKHU� OHYHO�RI�XQFHUWDLQW\ZKHQ� HQWHULQJ� FXOWXUDO� GLVWDQW� FRXQWULHV� �&DYHV�� ������� ZKLFK� OHDGV� WKHP� WR� DYRLGKLJK�FRPPLWPHQW� HQWU\� PRGHV� LQ� WKRVH� FRXQWULHV� �'DYLGVRQ�� ������ 5RRW�� ������9DULRXV�VWXGLHV�KDYH�SURYLGHG�HYLGHQFH�WKDW�DQ�LQFUHDVLQJ�&'�LQGHHG� OHDGV� ILUPV� WRFKRRVH�OHVV�LQYROYHG�HQWU\�PRGHV��H�J���$URUD�DQG�)RVIXUL��������(UUDPLOOL�DQG�5DR�������.LP�DQG�+ZDQJ��������.RJXW�DQG�6LQJK��������:H� WKXV� H[SHFW� ILUPV� WR� LQFUHDVLQJO\� UHO\� RQ� H[SRUWV�ZKHQ� WKH�&'� EHWZHHQWKHLU� KRPH� FRXQWU\� DQG� WKH� WDUJHW� FRXQWU\� LQFUHDVHV�� ZKLFK� VKRXOG� HQKDQFH� WKHDPRXQW�RI� WUDGH�EHWZHHQ�WKHP��+RZHYHU�� WKLV�SRVLWLYH� UHODWLRQVKLS�EHWZHHQ�&'�DQGLQWHUQDWLRQDO� WUDGH� IORZV� VKRXOG� RQO\� KROG� IRU� ORZ� WR� LQWHUPHGLDWH� OHYHOV� RI�&'�� DVWUDGH� EHFRPHV� OHVV� DWWUDFWLYH� IRU� ILUPV� ZKHQ� FXOWXUDO� GLIIHUHQFHV� JURZ� VXIILFLHQWO\ODUJH�� 7KLV� LV� EHFDXVH� WKH� QHJRWLDWLRQ� DQG� FRPPXQLFDWLRQ� VW\OHV� RI� LQWHUQDWLRQDOWUDGLQJ�SDUWQHUV�HYHQWXDOO\�EHFRPH�WRR�GLYHUVH��DQG�VWDUW�WR�KDPSHU�WKH�UHDOL]DWLRQ�RIEXVLQHVV�GHDOV��$GOHU�DQG�*UDKDP��������&DPSEHOO�HW�DO��������*UDKDP�HW�DO�������1HDO��������
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+\SRWKHVLV� ���7KH� UHODWLRQVKLS� EHWZHHQ� &'� DQG� WKH� DPRXQW� RI� WUDGH� EHWZHHQ� WZRFRXQWULHV� LV� FXUYLOLQHDU��ZLWK� WKH� DPRXQW� RI� ELODWHUDO� WUDGH� ILUVW� LQFUHDVLQJ� DQG� WKHQGHFUHDVLQJ�ZLWK�&'�
,QVWLWXWLRQDO�GLVWDQFH�DQG�WUDGH$OWKRXJK�ZH�H[SHFW�FXOWXUDO�GLIIHUHQFHV�WR�KDYH�D�VWURQJ�LPSDFW�RQ�LQWHUQDWLRQDO�WUDGHIORZV��&'� LV� QRW� WKH� RQO\� HQYLURQPHQWDO� IDFWRU� DIIHFWLQJ� WKHVH� IORZV��$FFRUGLQJ� WR.RVWRYD�� ³>U@HGXFLQJ� QDWLRQDO� HQYLURQPHQWV� WR� FXOWXUH� PLJKW� EH� D� FDVH� RIVLPSOLILFDWLRQ� DV� WKHUH� DUH� RWKHU� DVSHFWV� RI� QDWLRQDO� HQYLURQPHQWV�� LQ� DGGLWLRQ� WRFXOWXUH��WKDW�VLJQLILFDQWO\�DIIHFW�RUJDQL]DWLRQDO�EHKDYLRU�OLNH�WKH�HFRQRPLF�RU�SROLWLFDOV\VWHP´�������������,QVWLWXWLRQV�DUH�UHOHYDQW� LQ� LQWHUQDWLRQDO�EXVLQHVV��EHFDXVH� OHJDO��SROLWLFDO�DQGDGPLQLVWUDWLYH� V\VWHPV� WHQG� WR� EH� LQWHUQDWLRQDOO\� LPPRELOH� IDFWRUV� ZKRVH� FRVWVGHWHUPLQH� WKH� LQWHUQDWLRQDO� DWWUDFWLYHQHVV� RI� D� ORFDWLRQ�� µ,QVWLWXWLRQV� DIIHFW� WKHFDSDFLW\� RI� ILUPV� WR� LQWHUDFW� DQG� WKHUHIRUH� DIIHFW� WKH� UHODWLYH� WUDQVDFWLRQ� DQGFRRUGLQDWLRQ�FRVWV�RI�SURGXFWLRQ�DQG�LQQRYDWLRQ¶��0XGDPEL�DQG�1DYDUUD������������9HUZDDO�DQG�'RQNHUV��������$V�PHQWLRQHG�DERYH��GLIIHUHQW�PRGHV�RI� LQWHUQDWLRQDO�EXVLQHVV�H[LVW�� UDQJLQJIURP� ORZ� FRPPLWPHQW� �H[SRUW�� WR� KLJK� FRPPLWPHQW�PRGHV� �)',��� 5HJDUGLQJ� )',�*OREHUPDQ�DQG�6KDSLUR��������DQG�%HYDQ�HW�DO���������UHFHQWO\�IRXQG�WKDW�FRXQWULHV¶)',� LQIORZV� DUH� VPDOOHU�ZKHQ� WKH� TXDOLW\� RI� WKHLU� LQVWLWXWLRQV� LV� SRRU��5HGGLQJ� DQG9HQDEOHV� �������KDYH�VKRZQ�WKDW� LQWHUQDWLRQDO�GLIIHUHQFHV� LQ�H[SRUW� JURZWK�PD\�EHUHODWHG� WR� GLIIHUHQFHV� LQ� LQVWLWXWLRQDO� TXDOLW\��PHDVXUHG� E\� WKH� LQWHUQDWLRQDO� FRXQWU\ULVN� JXLGH� �,&5*��� ,Q� D� VLPLODU� YHLQ�� 'H� *URRW� HW� DO�� ������� KDYH� WULHG� WR� H[SODLQLQWHUQDWLRQDO� WUDGH� SDWWHUQV� E\� GLIIHUHQFHV� LQ� OHYHOV� RI� LQVWLWXWLRQDO� TXDOLW\�� XVLQJVHYHUDO�GLPHQVLRQV�RI�JRYHUQDQFH��,Q�ERWK�FRQWULEXWLRQV�LW�LV�IRXQG�WKDW�FRXQWULHV�ZLWKZHOO�IXQFWLRQLQJ�LQVWLWXWLRQV�DUH�PRUH�LQYROYHG�LQ�LQWHUQDWLRQDO�WUDGH�$FFRUGLQJ� WR� ;X� DQG� 6KHQNDU� ������� ������ ILUPV� ZLOO� FKRRVH� ORZ� FRQWUROPRGHV��VXFK�DV�H[SRUW��ZKHQ�WKH�WDUJHW�FRXQWU\�KDV�DQ�LQVWLWXWLRQDO�V\VWHP�WKDW�LV�YHU\GLIIHUHQW�IURP�WKH�RQH�RI�WKHLU�KRPH�FRXQWU\��EXW�ZLOO�RSW�IRU�KLJK�FRQWURO�RQHV��L�H��)',��ZKHQ�WKH�WDUJHW�FRXQWU\�V\VWHP�LV�PRUH�VLPLODU��7KLV�VXJJHVWV� WKDW� LW� LV�QRW� WKHDEVROXWH�OHYHO�RI�WKH�TXDOLW\�RI�WKH�KRVW�FRXQWU\¶V�LQVWLWXWLRQDO�V\VWHP�WKDW�GHWHUPLQHV)',�DQG�RU�WUDGH�IORZV��EXW�UDWKHU�WKH�GLIIHUHQFH LQ�LQVWLWXWLRQDO�TXDOLW\�OHYHOV�EHWZHHQWZR�FRXQWULHV�
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$V� RQ� WKH� RQH� KDQG� WKH� HQIRUFHPHQW� RI� SURSHUW\� ULJKWV� DQG� WKH� DGKHUHQFH� WR� WUDGHFRQWUDFWV�ZLWK�IRUHLJQ�H[SRUWHUV�YDULHV�VLJQLILFDQWO\�EHWZHHQ�FRXQWULHV��=KDQJ�HW�DO���������DQG�RQ�WKH�RWKHU�KDQG�IULFWLRQ�DQG�FRQIOLFW�EHWZHHQ�LQWHUQDWLRQDO�WUDGLQJ�SDUWLHVLQFUHDVH� LQ� XQFHUWDLQ� HQYLURQPHQWV� �$FKURO� HW� DO�� ������ 6NDUPHDV� HW� DO��� ������� LWVHHPV�ZRUWKZKLOH�WR�VWXG\�WKH�LQIOXHQFH�RI�LQVWLWXWLRQDO�GLVWDQFH��,'��RQ�LQWHUQDWLRQDOWUDGH�IORZV�:KHUHDV�;X�DQG�6KHQNDU�VXJJHVW�WKDW�,'�KDV�D�VLPLODU�HIIHFW�RQ�WUDGH�DV�&'�WKLV�SURSRVLWLRQ�PD\�EH�TXHVWLRQHG��7KH� HIIHFW� RI� FXOWXUDO� GLIIHUHQFHV�RQ� WKH� FKRLFHEHWZHHQ�ORZ�DQG�KLJK�FRPPLWPHQW�PRGHV�PD\�EH�ODUJHU�WKDQ�WKH�HIIHFW�RI�,'�RQ�WKLVFKRLFH��(YHQ�LQ�ORZ�FRPPLWPHQW�PRGHV�RI�LQWHUQDWLRQDO�EXVLQHVV�WKH�LQIOXHQFH�RI�,'PD\�EH�VLJQLILFDQWO\��DQG�PD\�EH�PRUH�RU�OHVV�VLPLODU�LQ�KLJK�FRPPLWPHQW�PRGHV��:HPD\� H[SHFW� WKDW� WKH� GHJUHH� WR� ZKLFK� ILUPV� DUH� FRQIURQWHG� ZLWK� KRVW� FRXQWU\LQVWLWXWLRQV� LV� ODUJHU� IRU� KLJK� FRPPLWPHQW�PRGHV� WKDQ� IRU� ORZ� FRPPLWPHQW�PRGHV�EXW�WKH�GHJUHH�WR�ZKLFK�ILUPV�DUH�FRQIURQWHG�ZLWK�FXOWXUDO�GLIIHUHQFHV�PD\�EH�PXFKPRUH�SHUYDVLYH��$OWHUQDWLYHO\��WKH�SRWHQWLDOO\�GLIIHUHQW�HIIHFWV�RI�,'�DQG�&'�RQ�WUDGHPD\�EH�FDXVHG�E\�WKH�IDFW�WKDW�WKH�UROH�RI�FXOWXUH�LV�PRUH�LPSRUWDQW��WKDQ�WKH�UROH�RILQVWLWXWLRQV�� LQ� KLJK� FRPPLWPHQW�PRGHV�ZKHQ� WKH� UHTXLUHG� GHJUHH� RI� LQWHJUDWLRQ� LVODUJHU�� 6WDWHG� GLIIHUHQWO\�� &'�PD\� EH� H[SHFWHG� WR� EH� D PRUH� LPSRUWDQW�PRGHUDWLQJYDULDEOH� EHWZHHQ� WKH� FKRLFH� IRU� D� VSHFLILF� PRGH� RI� LQWHUQDWLRQDO� EXVLQHVV� WKDQLQVWLWXWLRQV��,I�WKLV�LV�WUXH�WKDQ�WKH�HIIHFWV�RI�&'�DQG�,'�RQ�WUDGH�SDWWHUQV�GLIIHU�,Q� JHQHUDO�� )',� UHTXLUHV� PRUH� LQWHQVH� LQWHUDFWLRQV� ZLWK� ORFDOV� WKDQ� H[SRUWV�6ODQJHQ� DQG� %HXJHOVGLMN�� ������� DQG� KHQFH� WKH� FRVWV� DVVRFLDWHG� ZLWK� FXOWXUDOGLIIHUHQFHV� YDU\� VLJQLILFDQWO\� DFURVV� WKHVH� WZR� HQWU\�PRGHV�� � +RZHYHU�� IRU� UHDVRQVH[SODLQHG�DERYH��ZH�GR�QRW�H[SHFW� WKHVH�FRVWV� WR�YDU\�ZLWK� LQVWLWXWLRQDO�GLIIHUHQFHV�:H� WKXV� H[SHFW� GLIIHUHQFHV� LQ� LQVWLWXWLRQV� WR� SOD\� RQO\� D� PLQRU� UROH� LQ� WKH� FKRLFHEHWZHHQ� WUDGH�DQG�)',� DQG�DUJXH� WKDW� ODUJHU� LQVWLWXWLRQDO� GLIIHUHQFHV� DOZD\V�KDYH� DQHJDWLYH�HIIHFW�RQ�WKH�DPRXQW�RI�ELODWHUDO� WUDGH��+RZHYHU�� LQ� OLQH�ZLWK�WKH�QRQOLQHDUSRVLWLYH� UHODWLRQVKLS� EHWZHHQ� &'� DQG� WUDGH� DW� ORZ� OHYHOV� RI� &'�� ZH� H[SHFW� WKHUHODWLRQVKLS�EHWZHHQ�,'�DQG�WUDGH�WR�EH�PRUH�QHJDWLYH�DW�ORZ�OHYHOV�RI�,'�WKDQ�DW�KLJKOHYHOV��7KDW�LV�
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+\SRWKHVLV� ��� 7KH� UHODWLRQVKLS� EHWZHHQ� ,'� DQG� WKH� DPRXQW� RI� WUDGH� EHWZHHQ� WZRFRXQWULHV� LV�QRQOLQHDUO\�QHJDWLYH��ZLWK� WKH�DPRXQW�RI�ELODWHUDO� WUDGH�GHFUHDVLQJ�ZLWK,'��EXW�DW�D�GHFUHDVLQJ�UDWH�
���'DWD�DQG�PHWKRG2XU�ELODWHUDO�WUDGH�GDWD�FRPH�IURP�,0)¶V�'LUHFWLRQ�RI�7UDGH�6WDWLVWLFV�DQG�FRYHU����FRXQWULHV�RYHU�WKH�SHULRG������������ZLWK�VRPH�JDSV���:H�XVH�GDWD�IRU�D�VHOHFWLRQ�RILQGHSHQGHQW� YDULDEOHV� WKDW� KDYH� NLQGO\� EHHQ� PDGH� SXEOLFO\� DYDLODEOH� E\� $QGUHZ5RVH�� 7KHVH�RULJLQDWH�IURP�YDULRXV�VRXUFHV��IRU�DQ�RYHUYLHZ��VHH�5RVH���������&'�LVRSHUDWLRQDOL]HG� E\� XVLQJ�+RIVWHGH¶V� IRXU� GLPHQVLRQV� RI� QDWLRQDO� FXOWXUH� �+RIVWHGH������� ������� ZKHUHDV� ,'� LV� PHDVXUHG� WKURXJK� .DXIPDQQ� HW� DO�¶V� ������� VL[LQVWLWXWLRQDO�TXDOLW\�GLPHQVLRQV�
*UDYLW\�PRGHO,Q� RUGHU� WR� WHVW� IRU� WKH� LQIOXHQFH� RI� &'� DQG� ,'� RQ� WUDGH� SDWWHUQV�ZH� XVH� D� JUDYLW\PRGHO�LQ�ZKLFK�ZH�FRQWURO�IRU�D�QXPEHU�RI�µVWDQGDUG¶�YDULDEOHV�XVHG�WR�H[SODLQ�WUDGHSDWWHUQV�EHWZHHQ�FRXQWULHV��7KH�JUDYLW\�PRGHO�RZHV�LWV�QDPH�WR�WKH�IDFW�WKDW�LW�UHODWHVELODWHUDO� WUDGH�PXOWLSOLFDWLYHO\� SURSRUWLRQDWHO\� WR� WKH� FRPELQHG� HFRQRPLF� µPDVV¶� RIWKH�FRXQWU\�SDLU��PRVWO\�UHIOHFWHG�E\�*'3V�RU�*13V���DQG�LQYHUVHO\�WR�WKH�HFRQRPLFGLVWDQFH� EHWZHHQ� WKHP� �5DXFK�� ������� 7KH� XVH� RI� JUDYLW\� PRGHOV� WR� DQDO\VH� WUDGHSDWWHUQV�KDV�D�ORQJ�KLVWRU\��GDWLQJ�EDFN�WR�WKH�����V�DW�OHDVW��VHH�)UDQNHO�������IRU�DQRYHUYLHZ��� $OWKRXJK� LW� KDV� DOZD\V� EHHQ� VXFFHVVIXO� LQ� SURYLGLQJ� HFRQRPLFDOO\� DQGVWDWLVWLFDOO\� VLJQLILFDQW� UHVXOWV�� ZKLOH� H[SODLQLQJ� PRVW� YDULDWLRQ� LQ� ELODWHUDO� WUDGH�5RVH�� ������� WKH� JUDYLW\� PRGHO� KDV� EHHQ� FULWLFL]HG� IRU� ODFNLQJ� D� WKHRUHWLFDOIRXQGDWLRQ�� 6WDUWLQJ� ZLWK� $QGHUVRQ� �������� KRZHYHU�� D� VHULHV� RI� VWXGLHV� KDYHDGGUHVVHG�WKH�UHODWLRQ�EHWZHHQ�WUDGH�WKHRU\�DQG�WKH�JUDYLW\�PRGHO��7KHVH�KDYH�VKRZQWKDW�WKH�JUDYLW\�PRGHO� LV�FRQVLVWHQW�ZLWK�ERWK�+HFNVFKHU�2KOLQ�W\SH�PRGHOV�RI� WUDGHDQG� PRGHOV� RI� PRQRSROLVWLF� FRPSHWLWLRQ�� HFRQRPLHV� RI� VFDOH� DQG� WUDGH� �H�J��'HDUGRUII��������(YHQHWW�DQG�.HOOHU��������$�W\SLFDO�ORJ�OLQHDU�JUDYLW\�HTXDWLRQ�WKDW�ZH�HVWLPDWH�EHORZ�ORRNV�DV�IROORZV�

LMLMLMMLMLLM &''\\<<7 HEEEEE ������� ����� �OQ��OQ��OQ��OQ�
� 6HH�KWWS���IDFXOW\�KDDV�EHUNHOH\�HGX�DURVH�5HF5HV�KWP
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7KH�GHSHQGHQW�YDULDEOH� LV� WKH� ORJ�RI� WKH� DPRXQW�RI� UHDO� ELODWHUDO�PHUFKDQGLVH� WUDGHEHWZHHQ�SDLUV�RI�FRXQWULHV�L DQG�M��,W�FRQVLVWV�RI�WKH�VXP�RI�PHUFKDQGLVH�H[SRUWV�DQGLPSRUWV�EHWZHHQ�WKHP��7KH�H[SODQDWRU\�YDULDEOHV� LQFOXGHG�LQ�WKH�EDVLF�PRGHO�DERYH�RPLWWLQJ�WKH�WLPH�VXEVFULSWV�IRU�EUHYLW\��DUH�VXEVHTXHQWO\��ORJ�YDOXH�RI�WKH�SURGXFW�RI*'3� RI� FRXQWU\� L DQG� FRXQWU\� M DW� WLPH� W DQG RI� *'3� SHU� FDSLWD� WKH� ORJ� RIJHRJUDSKLFDO�GLVWDQFH DQG�DQ�LQGLFDWRU�RI�FXOWXUDO�GLVWDQFH EHWZHHQ�FRXQWU\�L�DQG�M�7KH� JUDYLW\� HTXDWLRQ� KDV� EHHQ� H[WHQGHG� DFURVV� WKH� OLWHUDWXUH�ZLWK� DGGLWLRQDOH[SODQDWRU\� YDULDEOHV� WKDW� HLWKHU� UHIOHFW� DVSHFWV� RI� HFRQRPLF� µPDVV¶� RU� HFRQRPLFGLVWDQFH��:H�LQFOXGH�VRPH�RI�WKH�UHJUHVVRU�YDULDEOHV�VXJJHVWHG�LQ�WKH�UHODWHG�OLWHUDWXUHLQWR�RXU�VSHFLILFDWLRQV��VXFK�DV�WKH�ORJ�RI�WKH�DUHD�SURGXFW�RI�FRXQWU\�L DQG�M��D�GXPP\ZLWK�WKH�YDOXH���LI�FRXQWU\�L DQG�M KDYH�D�FRPPRQ�RIILFLDO�ODQJXDJH��D�GXPP\�ZLWK�DYDOXH�RI���LI�L�DQG�M VKDUH�D�ODQG�ERUGHU�DQG�D�GXPP\�ZLWK�D�YDOXH�RI���LI�L ZDV�HYHUFRORQL]HG�E\� M RU�YLFH�YHUVD�� )LQDOO\��ZH� H[WHQG� WKH�JUDYLW\� HTXDWLRQ�ZLWK�YDULDEOHVWKDW� UHIOHFW� FXOWXUDO� DQG� LQVWLWXWLRQDO� GLVWDQFH�� WR� LQYHVWLJDWH�ZKHWKHU� WKH\� DIIHFW� WKHVL]H�RI�ELODWHUDO�WUDGH�
&XOWXUDO�GLVWDQFH��&'�:H�PHDVXUHG�&'�E\�WKH�.RJXW�DQG�6LQJK��������LQGH[��ZKLFK�LV�EDVHG�RQ�+RIVWHGH¶V������� ������ FRXQWU\� VFRUHV� RI� QDWLRQDO� FXOWXUH�� $SSO\LQJ� IDFWRU� DQDO\VLV� WRTXHVWLRQQDLUH�GDWD�RQ�ZRUN�UHODWHG�YDOXHV�REWDLQHG�IURP�,%0�HPSOR\HHV�ZRUNLQJ�LQ��� GLIIHUHQW� FRXQWULHV�� +RIVWHGH� ������� LGHQWLILHG� IRXU� GLPHQVLRQV� DORQJ� ZKLFKQDWLRQDO�FXOWXUHV�GLIIHU��YL]��SRZHU�GLVWDQFH��XQFHUWDLQW\�DYRLGDQFH��LQGLYLGXDOLVP��DQGPDVFXOLQLW\�� ZLWK� HDFK� GLPHQVLRQ� UHSUHVHQWLQJ� D� YDULHG� UHVSRQVH� WR� D� XQLYHUVDOVRFLHWDO�SUREOHP��+RIVWHGH���������3RZHU� GLVWDQFH� UHIHUV� WR� WKH� H[WHQW� WR�ZKLFK� SHRSOH� EHOLHYH� WKDW� SRZHU� DQGVWDWXV� DUH� GLVWULEXWHG� XQHTXDOO\� DQG� WKH� H[WHQW� WR� ZKLFK� WKH\� DFFHSW� DQ� XQHTXDOGLVWULEXWLRQ�RI�SRZHU�DV�WKH�SURSHU�ZD\�IRU�VRFLDO�V\VWHPV�WR�EH�RUJDQL]HG��+RIVWHGH�������� ,Q�FRXQWULHV�FKDUDFWHUL]HG�E\�D�KLJK�SRZHU�GLVWDQFH�� WKHUH� LV�D�JHQHUDO�EHOLHIWKDW�WKHUH�VKRXOG�EH�D ZHOO�GHILQHG�RUGHU�LQ�ZKLFK�HYHU\RQH�KDV�D�ULJKWIXO�SODFH��ZKLOHLQ� ORZ� SRZHU�GLVWDQFH� FRXQWULHV� DOO� SHRSOH� H[SHFW� WR� KDYH� HTXDO� ULJKWV� DQG� WKH
� ,Q�D�ODWHU�VWDJH��+RIVWHGH�DQG�%RQG��������XQFRYHUHG�D�ILIWK�GLPHQVLRQ�DORQJ�ZKLFK�QDWLRQDO�FXOWXUHVGLIIHU�� ZKLFK� LV� ORQJ�WHUP� RULHQWDWLRQ�� 8QIRUWXQDWHO\�� VFRUHV� RQ� WKLV� GLPHQVLRQ� DUH� DYDLODEOH� IRU� DOLPLWHG�QXPEHU�RI�FRXQWULHV�RQO\��WKXV�UHGXFLQJ�LWV�HPSLULFDO�DSSOLFDELOLW\�
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RSSRUWXQLW\� WR�FKDQJH� WKHLU�SRVLWLRQ� LQ� VRFLHW\� �9HU\� HW�DO���������� ,Q� RUJDQL]DWLRQV�SRZHU�GLVWDQFH�UHIOHFWV� WKH�DPRXQW�RI� IRUPDO�KLHUDUFK\�� WKH�GHJUHH�RI�FHQWUDOL]DWLRQ�DQG� WKH� DPRXQW� RI� SDUWLFLSDWLRQ� LQ� GHFLVLRQ� PDNLQJ� �1HZPDQ� DQG� 1ROOHQ�� ������+RIVWHGH� ������� IRXQG� WKDW� /DWLQ� (XURSHDQ�� /DWLQ� $PHULFDQ�� $VLDQ�� DQG� $IULFDQFRXQWULHV�JHQHUDOO\�KDG�D�ODUJH�SRZHU�GLVWDQFH��ZKLOH�1RUWKHUQ�(XURSHDQ�DQG�$QJOR�6D[RQ�FRXQWULHV�JHQHUDOO\�VFRUHG�ORZ�RQ�WKLV�GLPHQVLRQ�8QFHUWDLQW\�DYRLGDQFH� UHIHUV� WR� WKH�H[WHQW� WR�ZKLFK�SHRSOH�DUH� WKUHDWHQHG�E\XQFHUWDLQ�� XQNQRZQ�� RU� XQVWUXFWXUHG� VLWXDWLRQV� �+RIVWHGH�� ������� /RZ� XQFHUWDLQW\�DYRLGDQFH� FRXQWULHV� VRFLDOL]H� WKHLU� LQKDELWDQWV� LQWR� DFFHSWLQJ� XQFHUWDLQW\� DQGDPELJXLW\�DQG�QRW�EHFRPLQJ�XSVHW�E\� LW��3HRSOH� IURP�VXFK� FRXQWULHV� WHQG� WR� DFFHSWHDFK�GD\�DV�LW�FRPHV��WDNH�ULVNV�UDWKHU�HDVLO\��GR�QRW�ZRUN�DV�KDUG��DQG�DUH�UHODWLYHO\WROHUDQW�RI�EHKDYLRU�DQG�RSLQLRQV�GLIIHUHQW� IURP� WKHLU� RZQ�EHFDXVH� WKH\�GR�QRW� IHHOWKUHDWHQHG�E\� WKHP��3HRSOH� IURP�KLJK�XQFHUWDLQW\�DYRLGDQFH� FRXQWULHV�� RQ� WKH�RWKHUKDQG�� DUH� QRW� YHU\� FRPIRUWDEOH� ZLWK� XQFHUWDLQW\� DQG� DPELJXLW\�� $V� D� UHVXOW�� WKH\JHQHUDOO\�KDYH�D�KLJKHU�OHYHO�RI�DQ[LHW\�LQ�WKHP��ZKLFK�EHFRPHV�PDQLIHVW� LQ�JUHDWHUQHUYRXVQHVV��HPRWLRQDOLW\��DQG�DJJUHVVLYHQHVV��7KH\�DOVR�WHQG�WR�GHYHORS�LQVWLWXWLRQVWKDW� FUHDWH� VHFXULW\� DQG� UHGXFH� XQFHUWDLQW\� �+RIVWHGH�� �������:LWKLQ� RUJDQL]DWLRQV�XQFHUWDLQW\� DYRLGDQFH� LV� PDQLIHVWHG� LQ� FOHDU� DQG� GHWDLOHG� SODQV�� SROLFLHV�� DQGSURFHGXUHV� WKDW� KHOS� HPSOR\HHV� FRSH� ZLWK� WKHLU� GLVFRPIRUW� WRZDUGV� XQFHUWDLQ� DQGXQNQRZQ� VLWXDWLRQV� �1HZPDQ�DQG�1ROOHQ�� �������2UJDQL]DWLRQV� LQ� ORZ�XQFHUWDLQW\�DYRLGDQFH�FRXQWULHV��RQ�WKH�RWKHU�KDQG��HPSKDVL]H�IOH[LELOLW\��HPSOR\HHV�DUH�UHFHSWLYHWR�FKDQJH�DQG�ZLOOLQJ�WR�WU\�QHZ�ZD\V�WR�JHW�WKH�MRE�GRQH��)RUPDO�ZRUN�UXOHV�DUH�XVHGDV�JXLGHOLQHV�UDWKHU�WKDQ�FRQVWUDLQWV��DQG�LW�LV�DFFHSWDEOH�WR�GHYLDWH�IURP�WKHP�LI�WKLVEHQHILWV� WKH� RUJDQL]DWLRQ� �9HU\� HW� DO��� ������� +RIVWHGH� ������� IRXQG� WKDW� /DWLQ(XURSHDQ��/DWLQ�$PHULFDQ��DQG�0HGLWHUUDQHDQ�FRXQWULHV��DV�ZHOO�DV�-DSDQ�DQG�6RXWK.RUHD�KDG�SDUWLFXODUO\�KLJK�XQFHUWDLQW\� DYRLGDQFH�VFRUHV�� WKDW� WKH�*HUPDQ�VSHDNLQJFRXQWULHV� KDG� PRGHUDWHO\� KLJK� VFRUHV�� DQG� WKDW� $VLDQ�� $IULFDQ�� $QJOR� 6D[RQ�� DQG1RUWKHUQ�(XURSHDQ�FRXQWULHV�JHQHUDOO\�VFRUHG�PHGLXP�WR�ORZ�RQ�WKLV�GLPHQVLRQ�,QGLYLGXDOLVP� DQG� LWV� RSSRVLWH� FROOHFWLYLVP� UHIHU� WR� WKH� GHJUHH� WR� ZKLFK� DVRFLHW\� HPSKDVL]HV� WKH� UROH� RI� WKH� LQGLYLGXDO� DV� RSSRVHG� WR� WKH� UROH� WKH� UROH� RI� WKHJURXS�� ,Q�LQGLYLGXDOLVWLF�VRFLHWLHV�WKH�WLHV�EHWZHHQ�LQGLYLGXDOV�DUH�ORRVH��ZLWK�SHRSOHEHLQJ� H[SHFWHG� WR� ORRN� DIWHU� WKHPVHOYHV� DQG� WKHLU� LPPHGLDWH� IDPLO\� RQO\�� ZKLOH� LQFROOHFWLYLVWLF�VRFLHWLHV�SHRSOH�IURP�ELUWK�RQZDUGV�DUH�LQWHJUDWHG�LQ�VWURQJ��FRKHVLYH�LQ�JURXSV��ZKLFK�SURWHFW� WKHP� WKURXJKRXW� WKHLU� OLIHWLPH� LQ� H[FKDQJH� IRU� XQTXHVWLRQLQJ
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OR\DOW\� �+RIVWHGH�� ������� ,Q� RUJDQL]DWLRQV�� LQGLYLGXDOLVP� LV� H[SUHVVHG� LQ� DXWRQRP\�LQGLYLGXDO� UHVSRQVLELOLW\� IRU� UHVXOWV�� LQGLYLGXDO�OHYHO� UHZDUGV�� SURPRWLRQ� RI� VHOI�DFKLHYHPHQW��MRE�VSHFLDOL]DWLRQ��DQG�PDQDJHPHQW�E\�REMHFWLYHV��ZKLOH�FROOHFWLYLVP�LVPDQLIHVWHG� LQ� ZRUN�XQLW� VROLGDULW\�� WHDP�EDVHG� UHZDUGV�� JURXS� ZRUN� DVVLJQPHQWV�FRQVHQVXV�GHFLVLRQ�PDNLQJ��DQG�SODQV�WKDW�WDNH�LQWR�FRQVLGHUDWLRQ�WKH�KHDOWK�DQG�ZHOO�EHLQJ�RI�HPSOR\HHV��WKH�FRPPXQLW\��DQG�VRFLHW\�DW�ODUJH��1HZPDQ�DQG�1ROOHQ�������9HU\� HW� DO��� �������+RIVWHGH� ������� IRXQG� D� VWURQJ� FRUUHODWLRQ� EHWZHHQ� D� FRXQWU\¶VGHJUHH� RI� LQGLYLGXDOLVP� DQG� LWV� SURVSHULW\�� ZLWK� LQGLYLGXDOLVWLF� FRXQWULHV� ZLWKRXWH[FHSWLRQ�EHLQJ�ZHDOWK\�LQ�WHUPV�RI�*13�SHU�FDSLWD��DQG�PRUH�FROOHFWLYLVWLF�FRXQWULHVJHQHUDOO\� EHLQJ� SRRU�� ([FHSWLRQV� LQFOXGH� WKH� (DVW�$VLDQ� FRXQWULHV� -DSDQ�� 7DLZDQ�6RXWK�.RUHD��6LQJDSRUH��DQG�+RQJ�.RQJ��ZKRVH�FXOWXUHV�DUH�PXFK�PRUH�FROOHFWLYLVWLFWKDQ�WKRVH�RI�PRVW�:HVWHUQ�FRXQWULHV��EXW�ZKRVH�OLYLQJ�VWDQGDUGV�DUH�UHODWLYHO\�KLJK�0DVFXOLQLW\� DQG� LWV� FRXQWHUSDUW� IHPLQLQLW\� UHIHU� WR� WKH� H[WHQW� WR� ZKLFK� DVRFLHW\¶V� GRPLQDQW� YDOXHV� HPSKDVL]H� WUDGLWLRQDO� PDVFXOLQH� VRFLDO� YDOXHV� VXFK� DVFRPSHWLWLYHQHVV��DVVHUWLYHQHVV��DFKLHYHPHQW��DPELWLRQ��DQG�WKH�DFTXLVLWLRQ�RI�PRQH\DQG� RWKHU� PDWHULDO� SRVVHVVLRQV�� DV� RSSRVHG� WR� IHPLQLQH� VRFLDO� YDOXHV� VXFK� DVQXUWXULQJ�� KHOSLQJ� RWKHUV�� SXWWLQJ� UHODWLRQVKLSV� ZLWK� SHRSOH� EHIRUH� PRQH\�� QRWVKRZLQJ� RII�� DQG� PLQGLQJ� WKH� TXDOLW\� RI� OLIH� �+RIVWHGH�� ������ 9HU\� HW� DO��� ������0DVFXOLQH� VRFLHWLHV� GHILQH� PDOH�IHPDOH� UROHV� PRUH� ULJLGO\� WKDQ� IHPLQLQH� VRFLHWLHV�ZLWK�WKH�WUDGLWLRQDO�PDVFXOLQH�VRFLDO�YDOXHV�SHUPHDWLQJ�WKH�ZKROH�VRFLHW\�±�HYHQ�WKHZD\� RI� WKLQNLQJ� RI� ZRPHQ�� ,Q� PRUH� IHPLQLQH� VRFLHWLHV� RQ� WKH� RWKHU� KDQG�� WKHGRPLQDQW�YDOXHV� DUH� WKRVH� WUDGLWLRQDOO\� DVVRFLDWHG�ZLWK� WKH� IHPLQLQH� UROH�� DQG� WKHVHKROG�IRU�ERWK�PHQ�DQG�ZRPHQ� �+RIVWHGH��������� ,Q�RUJDQL]DWLRQV�� WKLV�GLPHQVLRQ� LVUHIOHFWHG� LQ� SHUIRUPDQFH�EDVHG� RSSRUWXQLWLHV� IRU� KLJK� HDUQLQJV�� UHFRJQLWLRQ�DGYDQFHPHQW�� DQG� UHZDUGV� LQ� PDVFXOLQH� FRXQWULHV�� DQG� PDQDJHPHQW� SUDFWLFHVHPSKDVL]LQJ�WKH�TXDOLW\�RI�LQWHUSHUVRQDO�UHODWLRQVKLSV�DQG�ZRUNLQJ�FRQGLWLRQV�LQ�PRUHIHPLQLQH� FRXQWULHV� �1HZPDQ� DQG�1ROOHQ�� ������� -DSDQ�� WKH�8�6��� DQG� WKH�*HUPDQLFFRXQWULHV� DUH� W\SLFDO�PDVFXOLQH� FRXQWULHV��ZKLOH� WKH� 6FDQGLQDYLDQ� FRXQWULHV� DQG� WKH1HWKHUODQGV�DUH�SUHGRPLQDQWO\�IHPLQLQH��+RIVWHGH��������8VLQJ� D� PXOWL�VWDJH� SURFHGXUH�� +RIVWHGH� DVVLJQHG� HDFK� FRXQWU\� D� VFRUH� RQHDFK� FXOWXUDO� GLPHQVLRQ� WKDW� YDULHG� EHWZHHQ� DERXW� ]HUR� DQG� ����� 7KURXJKRXW� WKH\HDUV��WKHVH�VFRUHV�KDYH�EHFRPH�DYDLODEOH�IRU�DQ�LQFUHDVLQJ�QXPEHU�RI�FRXQWULHV��:H
� )RU�WKH�GHWDLOV�RI�WKLV�SURFHGXUH��ZH�UHIHU�WR�+RIVWHGH��������
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ZHUH�DEOH� WR�REWDLQ�WKH�VFRUHV�IRU�����RI� WKH�FRXQWULHV�IRU�ZKLFK�ZH�KDG� WUDGH�GDWD�7KHVH�FRXQWULHV�DUH�OLVWHG�LQ�7DEOH���
��,QVHUW�7DEOH���DURXQG�KHUH�!

,QVWLWXWLRQDO�GLVWDQFH��,'�:H�PHDVXUH�GLIIHUHQFHV�LQ�LQVWLWXWLRQDO�TXDOLW\�E\�WKH�.DXIPDQQ�JRYHUQDQFH�LQGLFHV�'UDZLQJ� RQ� VHSDUDWH� VRXUFHV� RI� VXEMHFWLYH� GDWD� RQ� SHUFHSWLRQV� RI� JRYHUQDQFH�.DXIPDQQ� HW� DO�� ������� KDYH� FRQVWUXFWHG� VL[� LQGLFDWRUV�� (DFK� RI� WKHVH� LQGLFDWRUVFDSWXUHV�GLIIHUHQW�DVSHFWV�RI�JRYHUQDQFH��7KH�.DXIPDQQ�LQGLFHV�RI������ZHUH�XVHG�
�� 9RLFH� DQG� $FFRXQWDELOLW\�� UHIOHFWV� WKH� SROLWLFDO� SURFHVV� DQG� LQFOXGHV� WKHLQGHSHQGHQFH�RI�WKH�PHGLD��� 3ROLWLFDO� VWDELOLW\�� LQFOXGHV� WKH� OLNHOLKRRG� WKDW� WKH� JRYHUQPHQW� ZLOO� EHRYHUWKURZQ� E\� XQFRQVWLWXWLRQDO� LQWHUIHUHQFH� DQG� UHIOHFWV� WKH� VWDELOLW\� RI� WKHHFRQRPLF�HQYLURQPHQW��� *RYHUQPHQW� HIIHFWLYHQHVV�� PHDVXUHV� WKH� TXDOLW\� RI� WKH� SXEOLF� VHUYLFHSURYLVLRQ�� WKH�EXUHDXFUDF\�� WKH�FRPSHWHQFH�RI�FLYLO�VHUYDQWV��0RUH�JHQHUDO� LWUHIOHFWV� WKH� DELOLW\� RI� WKH� JRYHUQPHQW� WR� IRUPXODWH� DQG� LPSOHPHQW� JRRGSROLFLHV��� 5HJXODWRU\� TXDOLW\�� UHIOHFWV� WKH� TXDOLW\� RI� WKH� LPSOHPHQWHG� SROLFLHV�� OLNH� WKHGHJUHH� RI� RYHU� UHJXODWLRQ� RI� EXVLQHVV� GHYHORSPHQW� DQG� WKH� LQFLGHQFH� RIPDUNHW�XQIULHQGO\�SROLFLHV�� 5XOH�RI�ODZ��PHDVXUHV�WKH�GHJUHH�WR�ZKLFK�FLWL]HQV�KDYH�FRQILGHQFH�LQ�WKH�ODZDQG� DELGH� E\� WKH� UXOHV� RI� VRFLHW\�� ,W� FRQFHQWUDWHV� RQ� WKH� TXDOLW\� RI� WKH� OHJDOV\VWHP�DQG�WKH�HQIRUFHDELOLW\�RI�FRQWUDFWV��� &RQWURO�RI�FRUUXSWLRQ��UHIOHFWV� WKH�GHJUHH�WR�ZKLFK�SXEOLF�SRZHU� LV�H[HUFLVHGIRU�SULYDWH�JDLQ�

7RJHWKHU� WKHVH� VL[� LQGLFDWRUV�SURYLGH�D� IDLUO\�JRRG� VNHWFK� RI� WKH�TXDOLW\�RI�QDWLRQDOLQVWLWXWLRQV�� 7KH� VL[� LQGLFDWRUV� DOORZ� WHVWLQJ� RI� K\SRWKHVHV� UHJDUGLQJ� FURVV�FRXQWU\GLIIHUHQFHV�LQ�JRYHUQDQFH��,Q�RXU�SDSHU��ZH�DUH�SDUWLFXODUO\�LQWHUHVWHG�LQ�WKH�SRWHQWLDOLQIOXHQFH� RI� GLIIHUHQFHV� LQ� JRYHUQDQFH� RQ� ELODWHUDO� WUDGH�� 7KHUHIRUH� ZH� XVH� WKHFRQFHSW�RI� LQVWLWXWLRQDO�GLVWDQFH� �,'���7KH� FRQFHSW�RI� LQVWLWXWLRQDO� GLVWDQFH� UHIHUV� WR



��

WKH�FURVV�FRXQWU\�GLIIHUHQFHV� LQ�JRYHUQDQFH� 6LPLODU� WR�&'��ZH�PHDVXUHG� ,'�E\� WKH.RJXW�DQG�6LQJK��������LQGH[��XVLQJ�WKH�VL[�.DXIPDQ�GLPHQVLRQV�RI�LQVWLWXWLRQ�7KH�.RJXW�DQG�6LQJK��������LQGH[�±�RXU�PHDVXUH�RI�&'�DQG�,'�±�LV�EDVHG�RQWKH�GLIIHUHQFHV�LQ�WKH�VFRUHV�EHWZHHQ�WKH�IRUHLJQ�FRXQWU\��M��HQWHUHG�DQG�D�ILUP¶V�KRPHFRXQWU\� �K��� 7KHVH� GLIIHUHQFHV� DUH� FRUUHFWHG� IRU� GLIIHUHQFHV� LQ� WKH� YDULDQFH� RI� HDFKGLPHQVLRQ�DQG�WKHQ�DULWKPHWLFDOO\�DYHUDJHG��$OJHEUDLFDOO\�

ZKHUH�&'MK LV�WKH�FXOWXUDO�GLVWDQFH�EHWZHHQ�FRXQWU\�M DQG�WKH�ILUP¶V�KRPH�FRXQWU\��,LMLV�FRXQWU\� M¶V�VFRUH�RQ�WKH� LWK�FXOWXUDO�GLPHQVLRQ��,LK LV� WKH�VFRUH�RI� WKH� ILUP¶V�KRPHFRXQWU\� RQ� WKLV� GLPHQVLRQ�� DQG�9L LV� WKH� YDULDQFH� RI� WKH� VFRUH� RI� WKH� GLPHQVLRQ��$VLPLODU�IRUPXOD�DSSOLHV�WR�,'��H[FHSW�WKDW�WKH�QXPEHU�RI�GLPHQVLRQV�LV���,Q� ILUVW� LQVWDQFH�ZH�XVH�WUDGH�GDWD�JHQHUDOO\� UHIHUULQJ�WR�������,Q�VRPH�FDVHVWKH\� UHIHU� WR� D� SUHYLRXV� \HDU�� XVXDOO\� ����� RU� ������ ,Q� WKH� UREXVWQHVV� DQDO\VLV� ZHLQFOXGH� WKH� SDQHO� VWUXFWXUH� LQ� RXU� HVWLPDWLRQ� SURFHGXUH� DQG� XVH� DOO� WUDGH� GDWDDYDLODEOH�� +RZHYHU�� DV� WKH� .DXIPDQ� GLPHQVLRQV� DUH� PHDVXUHG� LQ� ������ DQGLQVWLWXWLRQV�FDQQRW�EH�DVVXPHG� WR�EH�FRQVWDQW�RYHU� ORQJ� WLPH�SHULRGV��ZH�KDYH�XVHGWKH� PRVW� UHFHQW� GDWD� RQ� WUDGH� SDWWHUQV� EHWZHHQ� FRXQWULHV�� )RU� REYLRXV� UHDVRQV� ZHH[FOXGHG�,UDT�DQG�<XJRVODYLD�LQ�RXU�LQLWLDO�HVWLPDWLRQ�
���5HVXOWV$V�ZH�K\SRWKHVL]HG�D�FXUYLOLQHDU�UHODWLRQVKLS�EHWZHHQ�WUDGH�DQG�&'��ZH�LQFOXGH�WKHVTXDUHG�YDOXH�RI�&'�WR�WHVW�WKLV��5HJDUGLQJ�,'�ZH�KDYH�WDNHQ�WKH�LQYHUVH�YDOXH�RI�,'�WR�DOORZ�IRU�WKH�K\SRWKHVL]HG��K\SHUEROLF��HIIHFW�RI�D�JUHDWHU�HIIHFW�RI�,'�RQ�WUDGH�DWORZHU�OHYHOV�RI�,'��7KH�SURYLVLRQDO�UHVXOWV�DUH�GHVFULEHG�LQ�7DEOH���

��,QVHUW�7DEOH���DURXQG�KHUH�!
7KH� UHVXOWV� IRU� WKH� VWDQGDUG� YDULDEOHV� WKDW� DUH� FRPPRQO\� LQFOXGHG� LQ� WKHVH� JUDYLW\HTXDWLRQV�DUH�DV�H[SHFWHG��VHH�0RGHO�����7KH�PDVV�RI� WKH�HFRQRPLHV� WKDW�HQJDJH� LQWUDGH� SRVLWLYHO\� DIIHFWV� WUDGH� EHWZHHQ� WKHVH� HFRQRPLHV� DQG� SK\VLFDO� GLVWDQFH� KDV� DVWDWLVWLFDOO\� VLJQLILFDQW� QHJDWLYH� HIIHFW��$OVR� VKDULQJ� D� FRPPRQ� ERUGHU�� ODQJXDJH� RUFRORQLDO�KLVWRU\�KDV� D�SRVLWLYH�HIIHFW�RQ� WUDGH��7KH�HIIHFW�RI�KDYLQJ� D� UHJLRQDO� WUDGH

¦ � �
� � ��`��^�L LLKLMMK 9,,&'
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DJUHHPHQW� LV�DOVR�SRVLWLYH�� DOWKRXJK�VWDWLVWLFDOO\� LQVLJQLILFDQW��*'3�SHU� FDSLWD�KDV� DVWDWLVWLFDOO\�VLJQLILFDQW�QHJDWLYH�HIIHFW�DV�ZHOO�DV�WKH�DUHD�RI�WKH�FRXQWULHV�HQJDJLQJ�LQWUDGH�� 7KH� IRUPHU� HIIHFW� PD\� EH� GXH� WR� WKH� LQFOXVLRQ� RI� D� ZLGH� UDQJH� RI� UHJLRQDOGXPPLHV�WKDW�WDNH�DZD\�PXFK�RI�WKH�UHJLRQDO�YDULDWLRQ�WKDW�LV�FRPPRQO\�FDSWXUHG�LQ*'3�SHU�FDSLWD��7KH�QHJDWLYH�HIIHFW�RI�WKH�DUHD�LV�OLNHO\�WR�EH�UHODWHG�WR�DFFHVVLELOLW\RI�WKH�FRXQWULHV�HQJDJLQJ�LQ�WUDGH�ZKHUH�ODUJH�FRXQWULHV�WHQG�WR�EH�UHODWLYHO\�GLIILFXOWWR�DFFHVV�,Q�PRGHO����ZH�DGG�FXOWXUDO�DQG�LQVWLWXWLRQDO�GLVWDQFH��&XOWXUDO�GLVWDQFH�KDV�DSRVLWLYH�HIIHFW�RQ�ELODWHUDO� WUDGH�ZKHUHDV� LQVWLWXWLRQDO�GLVWDQFH�KDV� D�QHJDWLYH� HIIHFW�$GGLQJ�FXOWXUDO�GLVWDQFH�LQ�D�QRQ�OLQHDU�IDVKLRQ�UHVXOWV�LQ�D�KXPS�VKDSHG�UHODWLRQVKLS�ZKHUH� WKH� PDMRULW\� RI� REVHUYDWLRQV� DUH� ORFDWHG� WR� WKH� OHIW� RI� WKH� WRS� RI� WKH� FXUYH�UHFRQILUPLQJ�WKH�JHQHUDOO\�SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�WUDGH�DQG�FXOWXUDO�GLVWDQFH�
5REXVWQHVV�DQDO\VLV:H�SHUIRUPHG�VRPH�ILUVW�UREXVWQHVV�WHVWV��)LUVW��ZH�H[FOXGHG�WKH�FDVHV�����WREH� SUHFLVH�� IRU� ZKLFK� ZH� RQO\� KDG� GDWD� RQ� ELODWHUDO� WUDGH� EHIRUH� ������ )URP� DWKHRUHWLFDO� SHUVSHFWLYH� FXOWXUH� FDQ� EH� DVVXPHG� WR� EH� FRQVWDQW� RYHU� WLPH�� 7KLV� GRHVKRZHYHU�QRW�KROG�IRU�WKH�ZHOO�IXQFWLRQLQJ�RI�LQVWLWXWLRQV��$V�WKH�.DXIPDQQ�LQGLFHV�DUHPHDVXUHG� LQ� ����� LW� PD\� EH� VHQVH� IXOO\� DUJXHG� WR� XVH� RQO\� WKH� REVHUYDWLRQV� RQELODWHUDO�WUDGH�WKDW�WRRN�SODFH�LQ�WKH�����V��6HFRQG��ZH�WHVW�LI�WKH�UHVXOWV�REWDLQHG�LQWDEOH� �� DUH� UREXVW� WR� LQFOXVLRQ� RI� ,UDT� DQG� <XJRVODYLD�� 7KLUG�� ZH� PRGLILHG� WKHGHSHQGHQW�YDULDEOH��,QVWHDG�RI�XVLQJ�WKH�PRVW�UHFHQW�WUDGH�GDWD��ZH�KDYH�DYHUDJHG�WKHDPRXQW� RI� ELODWHUDO� WUDGH� EHWZHHQ� FRXQWULHV� IRU� DOO� \HDUV� WKDW� GDWD� ZHUH� DYDLODEOH�+RZHYHU�� DV� ,'�ZDV�PHDVXUHG� LQ� ����� DQG� FDQQRW� EH� DVVXPHG� WR� EH� FRQVWDQW� RYHUWKHVH� ORQJ� WLPH� SHULRGV��ZH� KDYH� WDNHQ� WKH� DYHUDJH� RI� ELODWHUDO� WUDGH� LQ� WKH� ����V�)LQDOO\��ZH�WRRN�IXOO�DFFRXQW�RI�WKH�SDQHO�VWUXFWXUH�RI�RXU�WUDGH�GDWD�E\�HVWLPDWLQJ�DUDQGRP�HIIHFWV��*/6��PRGHO��*LYHQ�WKH�IDFW�WKDW�&'�DQG�,'�DUH�RQO\�PHDVXUHG�DW�RQHSRLQW� LQ� WLPH�� D� )(� SDQHO� HVWLPDWLRQ� FDQQRW� EH� XVHG�� 7KH� UHVXOWV� RI� RXU� UREXVWQHVVDQDO\VLV�DUH�FRQWDLQHG�LQ�7DEOH����,W�UHPDLQV�IRU�IXUWKHU�UHVHDUFK�WR�HODERUDWH�RQ�WKHVHUHVXOWV��)XUWKHU�DQDO\VLV�RI�VSHFLILFDWLRQ�� UREXVWQHVV�DQG�IXQFWLRQDO� IRUP�LV� UHTXLUHG�EXW� EH\RQG� WKH� VFRSH� RI� WKH� FXUUHQW� YHUVLRQ� RI� WKLV� SDSHU�� 6SHFLDO� DWWHQWLRQ�ZLOO� EHSDLG�WR�WKH�HPSLULFDO�UHOHYDQFH�RI�WKH�VHSDUDWH�LQGLFDWRUV�RI�FXOWXUDO�DQG�LQVWLWXWLRQDOGLVWDQFH� WKDW� DUH� QRZ� VXEVXPHG� LQ� WKH�.RJXW�6LQJK� LQGH[��:H� H[SHFW� WKH� ODWWHU� WR
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JLYH�PRUH�LQVLJKW�LQWR�WKH�XQGHUO\LQJ�FDXVHV�DQG�PHFKDQLVPV�JLYLQJ�ULVH�WR�YDULDWLRQLQ�ELODWHUDO�WUDGH�
��,QFOXGH�7DEOH���DURXQG�KHUH�!

���'LVFXVVLRQ�DQG�FRQFOXVLRQ7KH� HIIHFW� RI� &'� DQG� WKH� HIIHFW� RI� ,'� RQ� WUDGH� SDWWHUQV� LV� GLIIHUHQW�� :KHQ� GRLQJLQWHUQDWLRQDO� EXVLQHVV� ERWK� ORZ� FRPPLWPHQW� PRGHV� �OLNH� H[SRUW�� DQG� KLJKFRPPLWPHQW� PRGHV� �OLNH� )',�� DUH� LQIOXHQFHG� E\� WKH� GLIIHUHQFHV� LQ� LQVWLWXWLRQDOTXDOLW\�� &XOWXUDO� GLIIHUHQFHV� EHFRPH� HVSHFLDOO\� DSSDUHQW� DW� KLJKHU� OHYHOV� RIFRPPLWPHQW�OLNH�)',��+HQFH��ZKHQ�ILUPV�FRQVLGHU�GRLQJ�LQWHUQDWLRQDO�EXVLQHVV�ZLWKFXOWXUDOO\� UHPRWH� FRXQWULHV�� WKH\� PLJKW� FRQVLGHU� H[SRUWV� LQVWHDG� RI� )',� �FHWHULVSDULEXV��� EXW� WKLV� WKHRUHWLFDO� WUDGH� RII� GRHV� QRW� H[LVW� UHJDUGLQJ� LQVWLWXWLRQDOGLIIHUHQFHV��JLYHQ�WKDW�ZH�IRXQG�WKDW�&'�LQLWLDOO\�KDV�D�SRVLWLYH�HIIHFW�RQ� WUDGH��DQG,'�KDV�D�QHJDWLYH�HIIHFW�RQ�WUDGH�5HVXOWV�VXJJHVW� WKDW�DQ� LQYHUWHG�8�VKDSH�H[LVWV� UHJDUGLQJ�&'�DQG�D�QHJDWLYHDQG�K\SHUEROLF�UHODWLRQVKLS�UHJDUGLQJ�,'��QHJDWLYH�ZLWK�GHFUHDVLQJ�PDUJLQDO�HIIHFWV��+RZHYHU��FDUHIXO� LQVSHFWLRQ�RI� WKH�GDWD� UHYHDOV� WKDW� WKHUH�DUH�KDUGO\�DQ\�GDWD�SRLQWV�WUDGH�WDNLQJ�SODFH�EHWZHHQ�SDLUV�RI�FRXQWULHV��WKDW�DUH�DW�WKH�H[WUHPH�XSSHU�HQG�RI�WKHGLVWULEXWLRQ� RI� &'�� 7KXV�� WKH� �LQYHUWHG�� 8� VKDSHV� DSSHDU� WR� EH� GULYHQ� E\� WKHH[WUDSRODWLRQ� RI� SDWWHUQV� H[LVWLQJ� DW� ORZHU� OHYHOV� RI� FXOWXUDO� GLVWDQFH� UDWKHU� WKDQ� E\DFWXDO� REVHUYDWLRQV�� )XWXUH� UHVHDUFK� ZLOO� HODERUDWH� RQ� WKH� IXQFWLRQDO� UHODWLRQVKLSEHWZHHQ�ELODWHUDO�WUDGH�DQG�LQVWLWXWLRQDO�DQG�FXOWXUDO�GLVWDQFH��:H�ZLOO�DOVR�DQDO\]H�LQPRUH� GHWDLO� WKH� HIIHFW� RI� WKH� GLIIHUHQW� FRQVWLWXHQW� HOHPHQWV� RI� RXU� FXUUHQWO\� XVHGPHDVXUHV� IRU� LQVWLWXWLRQDO� DQG� FXOWXUDO� GLVWDQFH� LQ� RUGHU� WR� VKHG� PRUH� OLJKW� RQ� WKHUHOHYDQFH�RI�GLIIHUHQW�XQGHUO\LQJ�PHFKDQLVPV�JLYLQJ�ULVH�WR�YDULDWLRQ�LQ�LQWHUQDWLRQDOWUDGH�SDWWHUQV�
5HIHUHQFHV$FKURO�� 5��� 5HYH�� 7� DQG� 6WHUQ�� :�� ������� 7KH� HQYLURQPHQW� RI� PDUNHWLQJ� FKDQQHOG\DGV��D�IUDPHZRUN�IRU�FRPSDUDWLYH�DQDO\VLV��-RXUQDO�RI�0DUNHWLQJ ����������$GOHU��1�-�� DQG�*UDKDP�� -�/�� ������� %XVLQHVV�1HJRWLDWLRQV�� &DQDGLDQV� DUH� QRW� MXVWOLNH�$PHULFDQV��&DQDGLDQ�-RXUQDO�RI�$GPLQLVWUDWLYH�6FLHQFH �����������$PLWL��0� DQG�:DNHOLQ��.�� ������� ,QYHVWPHQW� OLEHUDOL]DWLRQ� DQG� LQWHUQDWLRQDO� WUDGH�-RXUQDO�RI�,QWHUQDWLRQDO�(FRQRPLFV ������������



��

$JDUZDO�� 6�� ������� 6RFLR�&XOWXUDO� 'LVWDQFH� DQG� WKH� &KRLFH� RI� -RLQW� 9HQWXUHV�� $&RQWLQJHQF\�3HUVSHFWLYH��-RXUQDO�RI�,QWHUQDWLRQDO�0DUNHWLQJ�����������$JDUZDO�� 6�� DQG� 5DPDVZDPL�� 6�1�� ������� &KRLFH� RI� )RUHLJQ�0DUNHW� (QWU\�0RGH�,PSDFW� RI� 2ZQHUVKLS�� /RFDWLRQ� DQG� ,QWHUQDOL]DWLRQ� )DFWRUV�� -RXUQDO� RI,QWHUQDWLRQDO�%XVLQHVV�6WXGLHV ���������$QGHUVRQ��(��DQG�*DWLJQRQ��+���������0RGHV�RI�)RUHLJQ�(QWU\��$�7UDQVDFWLRQ�&RVW$QDO\VLV�DQG�3URSRVLWLRQV��-RXUQDO�RI�,QWHUQDWLRQDO�%XVLQHVV�6WXGLHV ���������$URUD�� $�� DQG� )RVIXUL�� $�� ������� :KROO\�2ZQHG� 6XEVLGLDU\� YHUVXV� 7HFKQRORJ\/LFHQVLQJ� LQ� WKH� :RUOGZLGH� &KHPLFDO� ,QGXVWU\�� -RXUQDO� RI� ,QWHUQDWLRQDO%XVLQHVV�6WXGLHV ������������%DUNHPD��+�*���6KHQNDU��2���9HUPHXOHQ��)��DQG�%HOO��-�+�-���������:RUNLQJ�$EURDG�:RUNLQJ� ZLWK� 2WKHUV�� +RZ� )LUPV� /HDUQ� WR� 2SHUDWH� ,QWHUQDWLRQDO� -RLQW9HQWXUHV��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO ������������%HYDQ�� $��� (VWULQ�� 6�� DQG� 0H\HU�� .�� ������ )RUHLJQ� LQYHVWPHQW� ORFDWLRQ� DQGLQVWLWXWLRQDO� GHYHORSPHQW� LQ� WUDQVLWLRQ� HFRQRPLHV�� ,QWHUQDWLRQDO� %XVLQHVV5HYLHZ ����������&DPSEHOO��1�&�*���*UDKDP�� -�/��� -ROLEHUW��$�� DQG�0HLVVQHU�� +�&�� �������0DUNHWLQJ1HJRWLDWLRQV�LQ�)UDQFH��*HUPDQ\��WKH�8QLWHG�.LQJGRP��DQG�WKH�8QLWHG�6WDWHV�-RXUQDO�RI�0DUNHWLQJ ����������&DYHV��5�(���������0XOWLQDWLRQDO�(QWHUSULVH�DQG�(FRQRPLF�$QDO\VLV��VHFRQG�HGLWLRQ�&DPEULGJH��1HZ�<RUN��&DPEULGJH�8QLYHUVLW\�3UHVV�&DYXVJLO�� 6�7�� ������� 'LIIHUHQFH� $PRQJ� ([SRUWLQJ� )LUPV� %DVHG� RQ� 'HJUHH� RI,QWHUQDWLRQDOL]DWLRQ��-RXUQDO�RI�%XVLQHVV�6FLHQFH�5HVHDUFK��������������&KR��.�5��DQG�3DGPDQDEKDQ��3���������$FTXLVLWLRQ�YHUVXV�1HZ�9HQWXUH��7KH�&KRLFHRI�)RUHLJQ�(VWDEOLVKPHQW�0RGH�E\� -DSDQHVH�)LUPV��-RXUQDO� RI� ,QWHUQDWLRQDO0DQDJHPHQW ���������������'DYLGVRQ�� :�+�� �������*OREDO� 6WUDWHJLF� 0DQDJHPHQW�� 1HZ� <RUN�� -RKQ� :LOH\� 	6RQV�'HDUGRUII�� $�9�� �������� 
'HWHUPLQDQWV� RI� %LODWHUDO� 7UDGH�� 'RHV� *UDYLW\�:RUN� LQ� D1HRFODVVLFDO�:RUOG"
�� LQ�� -�� )UDQNHO� �HG����7KH� 5HJLRQDOL]DWLRQ� RI� WKH�:RUOG(FRQRP\��&KLFDJR��8QLYHUVLW\�RI�&KLFDJR�3UHVV�'H� *URRW�� +�/�)��� /LQGHUV�� *�-��� 5LHWYHOG�� 3�� DQG� 6XEUDPDQLDQ�� 8�� ������� 7KHLQVWLWXWLRQDO�GHWHUPLQDQWV�RI�ELODWHUDO�WUDGH�SDWWHUQV��.\NORV ������������'R]��<�/��DQG�+DPHO��*���������$OOLDQFH�DGYDQWDJH��%RVWRQ��+%6�3UHVV�'XQQLQJ�� -�+�� ������� 0XOWLQDWLRQDO� (QWHUSULVHV� DQG� WKH� *OREDO� (FRQRP\�:RNLQJKDP��8.��$GGLVRQ�:HVWOH\�3XEOLVKLQJ�&RPSDQ\�(OVDVV�� 3�0�� DQG� 9HLJD�� -�)�� ������� $FFXOWXUDWLRQ� LQ� $FTXLUHG� 2UJDQL]DWLRQV�� $)RUFH�)LHOG�3HUVSHFWLYH��+XPDQ�5HODWLRQV ������������(UUDPLOOL�� 0�.�� DQG� 5DR�� &�3�� ������� 6HUYLFH� )LUPV¶� ,QWHUQDWLRQDO� (QWU\�0RGH&KRLFH�� $� 0RGLILHG� 7UDQVDFWLRQ�&RVW� $QDO\VLV� $SSURDFK�� -RXUQDO� RI0DUNHWLQJ ����������(YHQHWW�� 6�-�� DQG� :�� .HOOHU� �������� 
2Q� 7KHRULHV� ([SODLQLQJ� WKH� 6XFFHVV� RI� WKH*UDYLW\�(TXDWLRQ
��-RXUQDO�RI�3ROLWLFDO�(FRQRP\� �����SS����������)UDQNHO�� -�$�� �������� 5HJLRQDO� 7UDGLQJ� %ORFV� LQ� WKH� :RUOG� (FRQRPLF� 6\VWHP�:DVKLQJWRQ�'�&���,QVWLWXWH�IRU�,QWHUQDWLRQDO�(FRQRPLFV�*DWLJQRQ��+�� DQG�$QGHUVRQ�� (�� �������7KH�0XOWLQDWLRQDO¶V�'HJUHH� RI�&RQWURO� RYHU)RUHLJQ�6XEVLGLDULHV��$Q�(PSLULFDO�7HVW�RI�WKH�7UDQVDFWLRQ�&RVW�([SODQDWLRQ�-RXUQDO�RI�/DZ��(FRQRPLFV��DQG�2UJDQL]DWLRQ ���������������



��

*HULQJHU��-�0���%HDPLVK��3�:��DQG�GD&RVWD��5�&���������'LYHUVLILFDWLRQ�6WUDWHJ\�DQG,QWHUQDWLRQDOL]DWLRQ�� ,PSOLFDWLRQV� IRU� 01(� 3HUIRUPDQFH�� 6WUDWHJLF0DQDJHPHQW�-RXUQDO ������������*OREHUPDQ�� 6�� DQG� 6KDSLUR�� '�� ������� *RYHUQDQFH� ,QIUDVWUXFWXUH� DQG� 86� )RUHLJQ'LUHFW�,QYHVWPHQW��-RXUQDO�RI�,QWHUQDWLRQDO�%XVLQHVV�6WXGLHV ����������*UDKDP�� -�/��� '�.�� .LP�� &��<�� /LQ� DQG� 0�� 5RELQVRQ� ������� %X\HU�6HOOHU1HJRWLDWLRQV� DURXQG� WKH� 3DFLILF�5LP��'LIIHUHQFHV� LQ� )XQGDPHQWDO� ([FKDQJH3URFHVVHV��-RXUQDO�RI�&RQVXPHU�5HVHDUFK ����������+DUULJDQ�� -�� �������� 
6SHFLDOL]DWLRQ� DQG� WKH� YROXPH� RI� WUDGH�� GR� WKH� GDWD� REH\� WKHODZV"
�� LQ�� .�� &KRL� DQG� -�� +DUULJDQ� �HGV���� 7KH� +DQGERRN� RI� ,QWHUQDWLRQDO7UDGH��/RQGRQ��%DVLO�%ODFNZHOO�+HOSPDQ�� (�� DQG� 3�� .UXJPDQ� �������� 0DUNHW� 6WUXFWXUH� DQG� )RUHLJQ� 7UDGH�&DPEULGJH��0$��0,7�3UHVV�+HQQDUW�� -��)�� �������7UDQVDFWLRQ�&RVWV�7KHRU\�DQG� WKH�0XOWLQDWLRQDO�(QWHUSULVH�� LQ&��3LWHOLV�DQG�5��6XJGHQ��HGV���7KH�1DWXUH�RI�WKH�7UDQVQDWLRQDO�)LUP��VHFRQGHGLWLRQ��/RQGRQ��5RXWOHGJH�+LOO��&�:�/���+ZDQJ��3��DQG�.LP��:�&���������$Q�(FOHFWLF�7KHRU\�RI�WKH�&KRLFH�RI,QWHUQDWLRQDO�(QWU\�0RGH��6WUDWHJLF�0DQDJHPHQW�-RXUQDO ������������+RIVWHGH�� *�� ������� &XOWXUH¶V� &RQVHTXHQFHV�� ,QWHUQDWLRQDO� 'LIIHUHQFHV� LQ� :RUN�5HODWHG�9DOXHV��%HYHUO\�+LOOV��&$��6DJH�3XEOLFDWLRQV�+RIVWHGH��*���������7KH�&XOWXUDO�5HODWLYLW\�RI�2UJDQL]DWLRQDO�3UDFWLFHV�DQG�7KHRULHV�-RXUQDO�RI�,QWHUQDWLRQDO�%XVLQHVV�6WXGLHV ��������������+RIVWHGH��*��DQG�0�+��%RQG��������7KH�&RQIXFLXV�&RQQHFWLRQ��)URP�&XOWXUDO�5RRWVWR�(FRQRPLF�*URZWK��2UJDQL]DWLRQDO�'\QDPLFV ���������+RIVWHGH�� *�� ������� &XOWXUH¶V� &RQVHTXHQFHV�� &RPSDULQJ� 9DOXHV�� %HKDYLRUV�,QVWLWXWLRQV�� DQG� 2UJDQL]DWLRQV� DFURVV� 1DWLRQV� VHFRQG� HGLWLRQ�� 7KRXVDQG2DNV��6DJH�3XEOLFDWLRQV�-RKDQVRQ��-��DQG�9DKOQH��-��(���������7KH�,QWHUQDWLRQDOL]DWLRQ�3URFHVV�RI�WKH�)LUP�±�$0RGHO� RI� .QRZOHGJH� 'HYHORSPHQW� DQG� ,QFUHDVLQJ� )RUHLJQ� 0DUNHW&RPPLWPHQWV��-RXUQDO�RI�,QWHUQDWLRQDO�%XVLQHVV�6WXGLHV ���������-RKDQVRQ��-��DQG�:LHGHUVKHLP�3DXO� �������7KH� ,QWHUQDWLRQDOL]DWLRQ�RI�)LUPV�±�)RXU6ZHGLVK�&DVHV��-RXUQDO�RI�0DQDJHPHQW�6WXGLHV ������������.DXIPDQQ�� '��� .UDD\�� $�� DQG� 3�� =RLGR�/REDWRQ� ������� *RYHUQDQFH� PDWWHUV� ,,�XSGDWHG� LQGLFDWRUV� IRU� ��������� 3ROLF\� UHVHDUFK� ZRUNLQJ� SDSHU� ������ 7KH:RUOG�%DQN�'HYHORSPHQW�5HVHDUFK�*URXS�.LP��:�&�� DQG�+ZDQJ�� 3�� �������*OREDO� 6WUDWHJ\� DQG�0XOWLQDWLRQDOV¶� (QWU\�0RGH&KRLFH��-RXUQDO�RI�,QWHUQDWLRQDO�%XVLQHVV�6WXGLHV ����������.RJXW��%��DQG�6LQJK��+���������7KH�(IIHFW�RI�1DWLRQDO�&XOWXUH�RQ�WKH�&KRLFH�RI�(QWU\0RGH��-RXUQDO�RI�,QWHUQDWLRQDO�%XVLQHVV�6WXGLHV ������������.RVWRYD�� 7�� ������� &RXQWU\� ,QVWLWXWLRQDO� 3URILOH�� &RQFHSW� DQG� 0HDVXUHPHQW�� %HVW3DSHU�3URFHHGLQJV�RI�WKH�$FDGHP\�RI�0DQDJHPHQW����������/DULPR��-���������)RUP�RI�,QYHVWPHQW�E\�1RUGLF�)LUPV�LQ�:RUOG�0DUNHWV��-RXUQDO�RI%XVLQHVV�5HVHDUFK ������������0DGKRN��$���������7KH�1DWXUH�RI�0XOWLQDWLRQDO�)LUP�%RXQGDULHV��7UDQVDFWLRQ�&RVWV�)LUP� &DSDELOLWLHV� DQG� )RUHLJQ� 0DUNHW� (QWU\� 0RGH�� ,QWHUQDWLRQDO� %XVLQHVV5HYLHZ �����������0DUNXVHQ��-�5���������7UDGH�YHUVXV� LQYHVWPHQW� OLEHUDOL]DWLRQ��1%(5�ZRUNLQJ�SDSHU�����0DUNXVHQ��-�5���������0XOWLQDWLRQDO�ILUPV�DQG�WKH�WKHRU\�RI�LQWHUQDWLRQDO�WUDGH��0,7SUHVV��&DPEULGJH�
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0XGDPEL�� 5�� DQG� 1DYDUUD�� 5�� ������� ,QVWLWXWLRQV� DQG� LQWHUQDWLRQDO� EXVLQHVV�� DWKHRUHWLFDO�RYHUYLHZ��,QWHUQDWLRQDO�%XVLQHVV�5HYLHZ ������������1HDO��0�� �������7KH�&XOWXUH�)DFWRU��&URVV�1DWLRQDO�0DQDJHPHQW� DQG� WKH�)RUHLJQ9HQWXUH��+RXQGPLOOV��8.��0DF0LOODQ�3UHVV�1HZPDQ�� .�/�� DQG�1ROOHQ�� 6�'�� ������� &XOWXUH� DQG� &RQJUXHQFH�� 7KH� )LW� EHWZHHQ0DQDJHPHQW� 3UDFWLFHV� DQG� 1DWLRQDO� &XOWXUH�� -RXUQDO� RI� ,QWHUQDWLRQDO%XVLQHVV�6WXGLHV ����������������3DUNKH�� $�� ������� ,QWHUILUP� 'LYHUVLW\�� 2UJDQL]DWLRQDO� /HDUQLQJ�� DQG� /RQJHYLW\� LQ*OREDO�6WUDWHJLF�$OOLDQFHV��-RXUQDO�RI�,QWHUQDWLRQDO�%XVLQHVV�6WXGLHV ������������3DWHO��8�5���������,QWHUQDWLRQDO�WUDGH�DQG�LQWHUQDO�RUJDQL]DWLRQ��-RXUQDO�RI�(FRQRPLF%HKDYLRU�	�2UJDQL]DWLRQ�������������5DXFK�� -�(�� �������� 
1HWZRUNV� YHUVXV� PDUNHWV� LQ� LQWHUQDWLRQDO� WUDGH
�� -RXUQDO� RI,QWHUQDWLRQDO�(FRQRPLFV� ����SS�������5HGGLQJ��6�DQG�9HQDEOHV��$�-���������6RXWK�(DVW�$VLDQ�H[SRUW�SHUIRUPDQFH��H[WHUQDOPDUNHW� DFFHVV� DQG� LQWHUQDO� VXSSO\� FDSDFLW\�� -RXUQDO� RI� WKH� -DSDQHVH� DQG,QWHUQDWLRQDO�(FRQRPLHV ������������5RRW�� )�/�� ������� (QWU\� 6WUDWHJLHV� IRU� ,QWHUQDWLRQDO� 0DUNHWV�� VHFRQG� HGLWLRQ�� 6DQ)UDQFLVFR��-RVVH\�%DVV�3XEOLVKHUV�6W|WWLQJHU��%��DQG�6FKOHJHOPLOFK��%�%���������([SODLQLQJ�H[SRUW�GHYHORSPHQW�WKURXJKSV\FKLF�GLVWDQFH��HQOLJKWHQLQJ�RU�HOXVLYH��,QWHUQDWLRQDO�0DUNHWLQJ�5HYLHZ ��������������81&7$'��������+DQGERRN�RI�6WDWLVWLFV� *HQHYD��6ZLW]HUODQG��81&7$'�9HUZDDO��(��DQG�'RQNHUV��%���������&XVWRPV�UHODWHG�WUDQVDFWLRQ�FRVWV��ILUP�VL]H�DQGLQWHUQDWLRQDO�WUDGH�LQWHQVLW\��6PDOO�%XVLQHVV�(FRQRPLFV ������������9HU\�� 3��� /XEDWNLQ�� 0�� DQG� &DORUL�� 5�� ������� $� &URVV�1DWLRQDO� $VVHVVPHQW� RI$FFXOWXUDWLYH� 6WUHVV� LQ� 5HFHQW� (XURSHDQ� 0HUJHUV�� ,QWHUQDWLRQDO� 6WXGLHV� RI0DQDJHPHQW�	�2UJDQL]DWLRQ ��������������;X��'��DQG�2��6KHQNDU��������,QVWLWXWLRQDO�'LVWDQFH�DQG�WKH�0XOWLQDWLRQDO�(QWHUSULVH�$FDGHP\�RI�0DQDJHPHQW�5HYLHZ ������������=KDQJ�� &��� &DYXVJLO�� 6�7�� DQG� 5RDWK�� $�6�� ������� 0DQXIDFWXUHU� *RYHUQDQFH� RI)RUHLJQ� 'LVWULEXWRU� 5HODWLRQVKLSV�� 'R� 5HODWLRQDO� 1RUPV� (QKDQFH&RPSHWLWLYHQHVV� LQ� WKH� ([SRUW� 0DUNHW"�� -RXUQDO� RI� ,QWHUQDWLRQDO� %XVLQHVV6WXGLHV ������������
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7DEOH����&RXQWULHV�LQFOXGHG�LQ�WKH�VDPSOH�� 8QLWHG�6WDWHV�� 8QLWHG�.LQJGRP�� $XVWULD�� %HOJLXP�� 'HQPDUN�� )UDQFH�� *HUPDQ\�� ,WDO\�� /X[HPERXUJ��� 1HWKHUODQGV��� 1RUZD\��� 6ZHGHQ��� 6ZLW]HUODQG��� &DQDGD��� -DSDQ��� )LQODQG��� *UHHFH��� ,UHODQG��� 0DOWD��� 3RUWXJDO��� 6SDLQ��� 7XUNH\��� $XVWUDOLD��� 1HZ�=HDODQG��� 6RXWK�$IULFD��� $UJHQWLQD��� %UD]LO��� &KLOH��� &RORPELD��� &RVWD�5LFD��� 'RP�5HSXEOLF��� (FXDGRU��� (O�6DOYDGRU��� *XDWHPDOD��� 0H[LFR��� 3DQDPD��� 3HUX��� 8UXJXD\��� 9HQH]XHOD��� -DPDLFD��� 6XULQDP��� 7ULQLGDG��� %DKUDLQ��� ,UDQ��� ,UDT��� ,VUDHO��� -RUGDQ��� .XZDLW��� /HEDQRQ��� 2PDQ��� 4DWDU
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