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7KV BERWLY SUBDHG B\ WHWEH R \WH 1 RUEF YOO 2 1ILFH 192  DAKH , QMIODARID
0 RHEY ) XQG LQ SUEODIRY | RJWH $ QX000 HAMY R \WH ) XQG DQG WHP HAMY R \WH
,QMDIRIDO0 RHEY DG ) LDGADO&RPPIWH ,0 )& RQ 2 AREHU 7KHH
P HAMYV Z LOBEHWH [ LXZ LW 5 RAWR GH5 DR D/0 DDILQ) ' LWHARU' H5 DR Z KR\VHYHS

as Spain's Minister of Economy BJG 9 LIFH 3UMG-OARJ( FRQRP LF $ 110Dl GAUQY
succeeded Horst Kohler IURP * HPDQ Dv 0 DQDILQ ' WHARUR WH ) XQG LQ - X(H
Kohler WLIQHGIURP KIVSRWWO0 DK |RTZ 1Q) KLYV QRP LADARY  BG KEVHIXHQNHBRNRO
| ROWH* HIP DR3UNGHRA

7 KH UBRWARYHY WH SHIRG IURP WH,0 ) & 0 MY 1Q: DKIQWY' & IQ$SUO R
\WHHGR 6FBAMPEHU  DQGAHQMYRQWHIRTBZ LQ) P QDD

7 KHIGEDCHRGRP LF DQG | LQDGADCP DAV

6HDRMGFRXQN FDAY 7 KIVIGFOG\KHFuNd' s P DQG-BRUARXQUHY DOGD\KP P DU
R WHQVRXWRQ/RQ1 RAF %0 FRXQUHAKDAKDYHVEN-D STFHLQWLY SHIRG

7KHP DQSRIA. MM/ WDAMOYHEHH GVPAWHGLQWH( [ HFMWHYROGR \WH) XQG
VGFHWH\SIQ) R DOGLQSUHEDDNRQR \WHS QX000 HHMIV

,Q WH YDURXY VHRNRY/ D\SHADOWHHHFH LY PDEHWR NH YIHZ V SIAVHQAMG B\ WH 1 RGF
YOO &SRQMWHR 19%& 7KHPDQUHHHFAVDHWH: RO ( FRRPLIF2 XN : (2
\WH * GEDO) LDAADOB\BHMW 5HSRW™* ) 65 DG WH $SQRXDOS HERWR \WH ) XQG 7KRH
WBRWDHavailable on the Fund swebsite ZZZ [IP1 RJ

7KH 1 RGF OO &ROMWHR ARQUW R HIKWRRXQMHY ' HP DN ( WRQD ) LQDQG
,FHDQG / DMD / MXDQD 1 RZD DQG6Z HH 7KH1 Y& KD/ SHAHQAR \WH\REDYRM/
at the Fund's Executive Board \WDAVAHRQUMWV R RO HBHHNY \KH PHP B
FRQUH 7KHO DLQ) ' WHARU RURHR \WH \KUH G-BX\Y RO WH YROUG P HHMIV
7KH 1RGF YO0 2 [1IFH KDV W Wl PHPEHY $Q ([ HAWH ' LUWHARU DQ $ GMIDM
([HPAWH' LWHARU \ZR 6HQRU$ GMMVRY 1RXUS$ GYIVRY DG \W R SHIP DHAS GP LQVADIYH
$WMBRV ( KR \WHP HP BHUFRQMH/R WHE& RQMWYHIR SUIRMGHVRHWE P HP BHURQD
WREBINRIO EDIV ,Q CFFREDAH Z W \WH PDQEDM R \WH ) XQG WH Z RN DWMKH 192
ARQUEXMY \R \WWH SRIA  |RP XDNRQ O0G GAMRQPINQI R WH) XQG ZIW \WWH OP \R
MUHI WHD WH UR®B1 DG | XUKHULP SIRYHWHH IITHHR RO \WWH LOXYNRD 0 RIHRYHU \WH 1 9@
\KDODVHYH \WH IOMHWV R \WH 1 RGF YO0 &RQMYWHR B SIRPRAMY W YIHZV DG
HIXOAQ) LW URBI Z WIQ WH ) X35 7KH1 92 LQMIFW Z W P DQUHP HQVWEH DG RHU
([HAH' WWHARU2 [T 1Q WH SIRRHW R SRIR  |RP XOWNRQ 06 GHMRQP INQJ  7KH
1% ARRSHDMY Z W (DNRBODAKRIMA/ R UHHYH IXARH H FKBQIH YIHZ V DG SURNGH
LQ RIP DNRQ RQAVRXW RV DG GHYHRSP HQVZ WLIQWH) XQG

) XUKHP RUH \WHM[ 192 WSHHBYHY/IURP \KH( 8 FRXQUHY SDMASDM LQWH LG RP 0D
cooperation between EU countries’ UHBURVHBYH/LIQWH) XQG (85,0 )  7KYVARSHDIRQ



KDV BHHD WHQIWHIHG MIQULFDQ® 1O WHAHOM HOW IRTBRZ Q) \WH DIUHP HOAVDAAH ( 8
6XP P IWQ 9 HID $ XD Q' HHP BHU WDMKH (8 \KRXG SO LW I XDURDI LQ
WW DG HRFP IF SRIP. FRRSHDIRQ Z WMQ IQMIDMRIO RD LFOXAQ)

7 KHFRRSHDARDZ MMOQWH( 85,0 ) LVIRFXVHGRQOEURDG) XQG\WDMLE SRIA WXHY/D/Z HD
DVRQFRQMH/R W WP LE LP SRWIGFH LFOQAQ) HP HILQ) P DOHNRXQUHYZ W @UH) XQG
ILCDCADOSURIUP V |, Q DAAMRY XSFRP 1Q) $UIFMH |9 FROKEIMRYY LORYLQ) (8 FRXQMH/
DHAWRWHGIQWH( 85,0 ) 7KH( 85,0 ) DORP HAVZ W \WH) XQG WS DQGP DEJHP HQWV
ZIW DYLHZ \R FRQUEXY \R \WH Z RIN SIRIUP R WH ) XQG DQG \R SXKLQ) IRZ DG ( 8
|G-DV DG SRIMRY/ 7KH (85,0 ) LQMIFN Z W DQG UFHYHY JXGDGFH WP \KH (8
\KEFRP P LWH RQ ) XQG IMKXHY 6&,0 )  HWEEQKHG XQEHUWH (8 ( FRIRP LF DQG ) LQDGADD
&RP P WH 6&,0 ) LVFRP SRHGR UBUAHIBIYHVR | LCDGRHP LQWHY DQG AHOADOEDQNVR
WH( 8 FRQMH/ : W DTXOWMIR (8 P HP BHUFRXQUHVLQWH 1 RUGF YOO & RQXMMHA
\KH Z HDGHYHBSHG LQRP DO( 8 FRRSHIDIRY SURVGHY DEAMRIODHHY |RUWH 1 %8 R
MHIWHOLWILQ OHFH

7Z R SHIP DOHOAFRP P LWHY IXGHWHZ RINR \WH 1 968 1Q) XQG UG MKXHY 7KH1 R@AF
YOO 0 RHEY DQG) LDGADORRPPIWH 190 ) & LVARP SRHGR \WRKLIK GYHOR | LADY
IURP HIFK FRQU \KH 6\BM 6HUABLY 3HP DHQAVBHAUABLY [URP \KH UHBYDQAP LV
0 IQWY R ) LCDIAHRUO LQWY R ( FRRPLE$ 110 DQG\WH' HOXW * RHIRUIURP \KH
&HONDDYDQW 7KH* LRXS R $AMDM/LVARP SRHGR KHIB/R |, QMIDARIDO HSOWW HOV
LQWWH & HOADOYQNY DG UHBYOQAP LQWIHY 7 KHS$ GMCDM&RP P IWkH P HHV\R LFHD\ HOUWR
QVPXW) XQG UHIDAG LWXHY DG P DNHY SIRSROY R \WH1 %0 ) & 7KH1 %0 ) & LVDGHAMRQ
P ONQI HQIW WDAP HHV | RPP DI \& LFH D\ HIU EXWFRQXOV P RIHRWWD HJ  1Q \WBBKRH
FRQHHHY/

) RUWH LAY GXBOARXQAHY LQWH 1 R(GF YO0 & RQMYWHER  \WHUQUHRNHIDIHP HQAZ LW
\WH) XQG LV QRZ QP WG WAXYHO@IGHH LQ CHRREDAH Z W $UFBI, 9 of the Fund's Articles
R $ JUWHP HOM WRQD ) LQDG / DMD / MWXOQD 1 RZD DG6Z HHDHRQD@P DO
P RQK R FB! LH \WH) XQG's WHH - YIMW \KHH FRXQAIHY RFH D\ HOUMR DA \WHUHRERP LE
SRIA DG SRMGH \WH DAKRIMAY Z W SRTR DGYIFH * HP DN DG, FHDQG DH RQ D
P RON R F& $ @KHFRXQUH/ 1QWH & RQMYHR H A-BW HPDNDG1RZD KDHEHD
DAVANVHGIURP DI LCDEHBOHRRUMBE DN SRONR YIHZ. Z MWQWHIWIP HZ RINR WH) LQDQADO
6HARUSVWAAWPHOABWRILDP ) 6$3 1RZD ZI@KDHDY) 6$3 LQWH) MDO<HU ) <
DG' HP DINLVH SHAMGWR KDYHRHLQ) < $ CFRRXQUHVIQWH & RQMWYHR DH
SEQKIQ WHUERWIURP \WH $UIFG!,9 \XWYHMIFH RQ WHU& HIMDOYEON Z HAVWWY 7 KH
FRXQMN reports are al'so available on the Fund' s website.
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7 KH( [ HFAWHYROLGFRIGAM WA LFH\ HO® FRP SUHKHQLYHDWHAP HQWR \KHZ RUTS
HARQRP LF RXABRN DQG JEREDO LQDQADOMIELDN LQHDD 6HBMP BHJ

* GEDY FRQRP LF 2 XVBR\

7KHSOAHR \WH JGEDDUHRYHY KDV EIRDGHHS DG FRQMAHG \R H FHHG H SHRBIRYY * ' 3

JURZ W IVQRZ SIRMAMGE\ \WH) X@G\WRDHDIH ~ SHAHQAIQ \WH KLIKHWRUQD®

\WUHH GHFDGHY + RZ HYHU JLYHD \WH UHRHQM XUIHU LGRUDH LQ ROSUFHY DG Z HINHU WDQ
H SHARG LGFRP LQ) HFRQRP LIF DI \WH EDDGFHR UM\ KDV KU MG \R \WH GRZ QUGH 2 Q\KH
SRIA MGH LOMANDM/Z LOGHHE R UNHI XUKHIDARHUFRYHY SURFHHE/ DONRXIK WHSDFH
DG WP LQ) YDUHY ARQUIGHIE® DRIRW FRXQMHY/ $ NH - FKDEDQIH LY \R \ENH DGYDQRIHR WH
XSMQ B PINGQ SIRIUW LQ DEAHMQ) 1 XQEP HQBDP HIXP WP SUREGPV LFOAQ)

XQMWELCTE® | MADDSRIMRYY JURZ W UADQQ) WIKRMIOZ HNHAHY DG OBV
GDWV \WH FROMXQ) JEEDORXUHNTFFRXQAP EDDIGRHY 3URIUAW/LY EHQJ P DEHEXAZ WRXW
| XUKHU CRMNRQY \WHLH LV D VHUIRXY UMN R \VKRWDIY LQ P D). UHILIRYY DY) \WH Z R&S P RH
YX@HIE®! R | XUUH \KRAW ) RU \WH) XQG LV SIRWANY) JBEDDJWRZ\WR SHIFHQW
( FRFP LF SREHFWIRU DHXQCHEQIG R FRQMHS SIRIUW 1Q BBHAQ) 1LQDGADD
YXQHIEQNIOWHFR SRUDMDQGEDONG) VHRRLY

,QWH86 \WHH SDOMRQ UP DGHG WWRY LQ HID EXWKIMD \R WSDRK 1Q WH \VHRQG
TXOWMJZ W SHYRIDOFRQKP SINRQ JURZ \W 1 DI ETFN : KUGH \WH \BZ GRZ Q LQ KRAHKRTS
GP DQG LV H SHAMG R BH EDDAHG B\ UMQ) BXMQHW LR HQV D SRME®! LGRUDH LQ
KRXHKRT\DYLQIV UDAR DQGWWH UM R UHEXFHG ME FU-DARQ KDYH LGRUHDHG FROPHOV \KDAKH
\RVWGRAFRXTS SHYMABRQI HWDR DAXP HG |, Q- DD WH UHFRYHY LV EHRP LQ) LGFUDIQIO
EURDG EDHG 6WRY JURZ \W LQH SRW DG BXMGHW 1 L HG LOYHWR HAKDY EHHD \IKSSRUMG B\
EUMN SUYDM FRQAP SIRQ UFHD®  * URZ W LQ $ D KDV ARQIMXHG \R H FHHG H SHRBANRYY
XCHAEQRG B JOED URHY KUK JURZW 1Q &K DUG JHHDD \XSSRWYH
P DRIRHRQRP LF SRIAHY LGFOQQ) KLIK® FRP SHMWYH H FKDQIH DMV 7 KH BFRYHY 1O \KH
HXR DUD KDV JOQHS PRP HQXP 7 KH XS0 1V WMDG-SHIGHARQ H \MDOGHP DQG DQG
LOMHORY EXCQRQ) + RZ HYHJ JURZ \K L SURWRMG \R EH LGFUDIQIO \KSSRIAWG B\ GRP HXF
GHP OQG D/ SUYDM FROXP SIRQ LY ERRIAG B\ UMQ GASREGILGRP WY/, FUDHG\DNQIV
B\ KRAVHKRD/ KD/H FRQUEXWG \R Z HNHUGRP HAF G-P DG LQ* HP DY DQG VI Z KL
) IDQAHDVZ HODVP D RH( XURSHIQFRXQUEHVLVH SHIHGAQ) P RIHEURDGEDHS UHFRYHY

$WIKH ( [ HHAWH %R0G P HHMY \WH 1 RUAF YO8IF RKOLU Z DV 1Q EURDG DI UHHP HOAZ LW WH
DAHAP HOVR B DQG XQEHIOHS \WDVGRZ QIGH UMWV KDYH LGRBDHG ,Q SDUFX@U
LFUDIQ) ROSUFH/P D @P SHY WH JGEDOUHRYHY UL \WH SUFHY SUWDIOIRUDQ H \MXGHG
SHIRG ' HEW \KH LGRUDHS UMWYV \WH SURHAXSIMUD \KRXE EH XVHG R DE3HN JGEDD
LP EDDQRHY P RYH\RZ DB/ P RIH XWELCTE®! | MADOSRVMRQY DG SUAW DKHDG Z WK KFMUDD
UHRUP V \R SUHSDUH FRXQAHY | RUIXMUH FKDEBQIHY LFOQQ) |RUIGEDODILG) $ JOQWLY
EDANGRS WH P RAHDIRQ R JURZ W [URP WKH SUAHAKLIK BYHDZ RX@ QRAGHHADUD EH



XQGMLIE® Ll JEEDOLP EDDQRHY DuH FRUMANG DQG | LUP HUI RXQEDIRQ | RUNKWELTE®! JURZ \W
LVHXEEQKHG , | JURZ \W QVCSSRON FHMDCEDQNVP D KDYHWRNHHS LOMIWADM/GZ HJIRUD
RQYHJSHURG \WDQ FXUHQ® HOMMDIHG DV \WHH LY QW81 URRP | RUFRP SHQDIY | MVADOSRIA

0 RIRYHJ DARP DIF |1\VFDD WEELQ) HY \KRX@ EH DIBZ HS \R ZRIN DIRXQG D \WEE®! RU

WKWMAQ) WHIG

7XQQ R \WH P DQ HRRP IF IR/ \WH 1 RGF YOI FKDLU WUAHS \WDAKH 8 6 1MVADD
FRORIEDIRQ \KRXT EH P RUH [P BMRXY WOQ QRZ. HOMJHG B\ \WH DAKRUMEY KHSLQ) \R
FRUHAWAH \Z LQ GH LAWDQG UHOFHWH UM R DQ CEXSWAKDQIHLQ WH GRIIUDQG D\KDLS UM
1IQ BQY WP LQMHIMDM ,Q -[800 DQG ( XURSH UMYHG HIRW DH GHHEHG \R DOYDgRH
WUKRAMUDOUH RIP V DQG R SXMSXETE | LQDIFHY RQ D\RXQG | RRIY \R XL FRQLGHIFH LQ WH
SUYDM \HRARU DQG XQEHSQ WH LGASHOMBFRYHY (P HJLQ) FRXQMH/ L1Q $ D Z RXG —
\WURKIK DEBZ Q) WHDDH FKDQIH DAY \R. EHWU UH GRAMKHU HRGRP IF WHIW — QHHG \R
\KRX@J D @UHJ \KDH R UEDDGAQ) JBEDD GPOQG 7KH 1 RUGF YOO A<OU DOR
XQGHMGHE \KDAZ KLO1 \WH RAGRN IRUP DQ- $ | WFDQ FRXQUEHY LY EHARUNKDQ MKDY BHHQ | RU
\RP HWP H RQ) HIRWIURP \WWH FRXQUN/\MHP \HYH/ DH GHHADY \R @ \WH | RXQEDARY/
| RUVKMBEGHG WIRQ JURZ \W 7 KH LQMDARIDOFRP P XQW DOR KDV DQ LP SRMIQARBI VR SO

1Q $1UFD P RWWREED WURKIK FRQMXHG OG |GZV DG GEWHIH  DQG \MRIK GZ HJ
UAXERNRYY RQ GHYHBELQ) FRQU H SRW ,Q WDAHIDG \WH UFHOV 72 DIUHP HQARQ D
1P HZ RUN | RUFRQIMXHG WBCH QHIRIDIRQY LY D SRARYH GHYHERSP HONERK | RUGHYHBSHE DG
GHYHBE.Q) DIRY/

* EDD) LCDCADCB\WELON

7 KHEURDEHQQ) HARQRP LF UHFRYHY KDV \WUHI\WWHHG WH I GREDC! LCDQALDOW WP RYHWHSDWY
M[ P ROV 7 KHILQDGADOW WP GR\ P RIH UAMOHDAKDQ HYHUMGRH WH EXOAY) R HIXW
EXEEG \WUH \ HOY DIR ,Q @KWR \KLY SRUMYH DAHAP HQMKH * GEDO) LQDQADOG\BELAOW
5HERUA ) 65  HP SKDV] H/WHGQHHG | RUWHDAKRUIMEVR  DOFRXQMH/\R DEAHNZ HIN\SRV
LQ \WH | LCDGADOM WPV 6KRWR P DNVRU JHRSROWADDUMWY \WH * ) 65 1G5/ IMKDUG \R VHH
Z KHH K\ LE \KUHDIV FRXES HP HUH LQ WH GDUWLP  + RZ HYHU \WH * ) 65 LQAFDM/ \MUH
P OQP HXP \MP GRZ QUCHUMY

7TKHUMN R FRP SOHRHR LQWH | LQDADOP DINHV FRX@ GG W DUHMQR  LQAVAUP L(DM
risk behavior, due to a strong tendency to “search for yield”.

7KHUWN R KUKHJLQ@ARDY SUHXKIY DG KHIFHR D P RIH\KEWEQMIOUNH LO\KH S 6
LQMMHKMDAY FRXE GMXSMKH \R IDURGH® DOXVR HOAR P DNV R KLIKHJ LQAMBWY
DM/

7TKHUMNR DAVREHO DANMAE HONR \WH I GEDCRXUWHNIFARXQAP BDDCHY

7KHNH SRIA UHARP P HIEDIRQY LGFOGH D FRQMXHG GHHG | RURHQRBOEDQNVAR JXLGHP DNV
H SHABMRY DRQY WH SDQCHS \WKWMIQ) FRXUH DQG W XVH WH EHLIQ HRRPIE DQG
| LODQADCFRQAWRQ/\WR HKDFHSRIA. FRRAIRQ\R UHAHIGEDOP EDDGRHY/



,QRHR \KH DDOWDOFKIBWY \WWH * ) 65 |RPXVAY RQ 51N 0 DQRIHP HQMQ \WH 3 HQURQ
) XQG, (DM ,Q@KWR \KH SURVIRMG JURZ W R SHMRQ I XQB/ \KY FKCOMIDIXHY | RUWH
QGHG \R FUBEQK BHWUUMN P DRI HP HOASITRIEHY DG P RUH MEE®! | XQAQ) \WDAJLHY 7KH
HG\R GVHBS &Y WP 1] H5LGFRP H DQG LG @ONHG LOWKP HONV \R | CRLOBM SHOMRQ
IXQB/ \R LP SBP HOVEHMU DAHANICE.QN P DOIHP HQVZ DV WHAHG ,Q POQ FRXQMHY/
UHGAIRQY LQ WM SHOURQY DG P RYHP HOV I URP - GH LGHG EHZH LWWR. GH LHS FRQUBMRQ RU
K\ EUGSHMRQSDQVE, HP SR HYDUHLGRHDIQI® QU HULQ) UMNVR \WHKRXAHKRTS VHARU
7KLY MY WH TXHARQ R KRZ Z HDHMXSSHE KRAHKRDY DUH R BHDUNVKRK UMWY 7 KLY K
Z LGEHAVRWHSLOWHB SUQ) *)65

7KH 1 RUEF YOO FKDLU Z HBRP HG WH DIDOMY R D QP BHJR \RSLFDD! LDGADOMBELDW
MK LFOAQ) RQ WH SHMRD \VFARU DG JHHDD \KOWG \WH DODOMY DQG
UHFRP P HIEDARYY 7 KLV LGFOGH/WWH SRIMYH Y. RQ JEED0 LADCADOWEELOA XKHY DQG WH
RYH.DTDXHIP HQAKDNLCDGADOL QUNMANRQ, KDYH WUHIWHHG WHUEDDGH\KHAV\R DSROQN
ZKHHWH FRXG CERE FRMGHIE® \KRAWV 7 KH 1 RUAF YOOF KDL HIERYHG \WH SRIA

FRFOMRQ \KDAWH FXUHAEHLIQ FRQAWRYY \KRX@ EH X\VHG B\ DIDFRXQAHY \R DE3HW
UP DQQ) YXTHIEMN LOWH | LQDGADOM WP 7KH P SRWUIFHR WP HD P DRIRHFRQRP LF
DG WUKRAMIDOSRIR P HDXUWY Z D/ XQCHOGHS W KHS DEAHW JGEDD P DDA $ OR

HP SKDM] HG Z DV WH GHHG |RU P HJLQ) P DNV \R FRQIMXH DEAHMQ) \WH XQEHDLQ)
\WKAMUDO YXTH RO WURIK HIRW R P SIRYH \KHU G-EWMBKAMH HKDGAQ) WH

P DRURHFRQRP LF WIELOW DG CFRHBLDY JURZ \W HOKDGRQ) WWKRMUDOUH RP

., B(/(&7(" &28175<0 $77(56

7 DEG®I

7 KH/ DURMRIRZ Y XQGHIWH* HOH.DOE HRXURHV$ FFRXQV
& UHAV? XWEQAQ) -XO

UARY  ,QSHAHHWV 6KDHR \RLD 5%
R 6 5V R TXRD RHAWSHHOQN




$ WHIND
$ WUH\ HUB\WBG % $UDQHP HOMRUS$ WHRND Z DV CESURYHS RQ 6HBWP BHU
JIMQ) WHHRXQN CHHW\WR6' 5 HO@RQRUS 6' HAORQ 7KH1 RAF YO0 ROV
\RIHKHUZ W O\KUHH RKHURKDOLY CEWBined from the Executive Board' s decision ,QWHYLHZ
R \WH1 RAF YO0 ROUWHSIRIWP GG QRAGDOQ DDV DRARY P DRHJZ LW \KH VHIRXV
HRQRP LF DG SRWADOA! | LIEXANY | CAQ) WHFRXQUY W2 DV \KHIH RUH QRAQ \KH ERINQM IRV
R $ UHWD \WHUHIIRQ DG WH) XQG 7KH 1 RGF YO0 FKOWU \RIHKHUZ W \RYHDORKHJ
FKOLY DOR CEWELCHS RQ\WH GHAMRQ\R FRP SOIM\KH [ LWAHEZ. R \KHSIRIUP 1Q - DX
7KH 1 RGF YO0 FKOWRRXG KRZ HYHJ JR DR Z W \WH FRP SBPINRQ R WH \VHRG
WM 1Q$ SUO JLYHQ WH | CRAKDAKHIH Z D/ SURIUAW LOVRP HDWHDY Z KHIHWH 1 RUGF YO8N
AOUKDGH SURMHGFRAHQ/

TKHWUG UM, R WHSIRIWP KDY\ HAR BH FRP SBIMG $ W HQID \MODKDY \R FRP H\R D
FRP SUKHQIYH FRFOMRQ Z W BWSHRWR URXAKAMUQ W \RYHHIQ GBW: KB WHRHQWV
P DRRHRRP LIF GIYHRSP HQV 1Q $ UHRND JHHD® KDYH BHHQ I DYRIIE®! \WHIH LV FRGFHD
DERAWIQAX I IHHQNVSRIR  SIRIW XQAHU WH SIRIUP L(FOQAQ)  LQUX T LHHNV\WRKRMUBD
UHRPV 0 RIRYHJ $ UHMNDKD/\ HNR GHILCHDP HAXP WP SUP DY \XEV | VADOSRIA
path reflecting the macroeconomic outlook and Argentina’ s I XWUHREQ] DARQ/AR\KH) XQG DV
Z HGD/\WHRARRP HR \WHGBWIRAKRMXUQ) 7 RIHKHJZ LW D\XSSRWYHP HOXP WP 1IVAID
IUP HZRIN D FRP SUKHUYH DG \XMBCE® DJUHHP HQAWith Argentina' s private creditors
Z LOEH B FVHMDEXA@IQ) EGAN JRQ) IRZ DG IQRP 04 L $ UHNDV HRERP\ DG
WEQEQ) LQWH I LQDGADOP DHWV Z W DYIHZ. \R DR \WHQHZ. LQYBXR HQVQHHADY |RU
VMEQQ) JURZ W DG SRYHW UHGARNRQ

3URIUP QVAXWIRQYEHE HHQ\KH) XQG DQG\WH DANR MY Z LAOEH UAMXP HG RGFH \WHRARRP H
R \WH GEWHXKAXMUQ) DG Z RIN RQ WH WKRMUDD! VADDLWAHY KDY BHHD DRAWHG 7KH
1RAF YDOF FKDW KD/ HP SKDA HS \KDVIXMUH \XSSRWZ RX@ EH FROGMRIO XSRQ
REVHYDQFH R \WH HWEEQWKHS SHIRUP DJRH FUMAID DY Z HIDDY 1XUKHU SURIUAW 1Q WH NH
DD/

The Fund’s 5 RBILQ$ WWHAAND , ( 2

7KH ®&Q awaited report on the Fund's role in Argentina by the Fund's ,QG-BHGEQWV
( YDOOMNRQ 2 IIFH ,(2 ZDV QARXMHG LQ-XO 7 KH UHERYWWXSSBP HOMSG WH ) XQG staff's

RZQ DIOMY R WH $ UHMNH RIMV WP 1 RYHP BHJ [ FAWRQV ILRP \KH &UMYV 1Q
SUHWD 7KH,( 2 UWBRWWKERMS \KDAKH \HHIW R \WWH FUMY URXAMG TURP \WH IDOUH R

SUHMH SRIRPONHY W \BNH GHHWOY FRUIHAMYH PHDXUY HO® HRXIK ) XQG
VX IYH@AH 106G W KLIKQWKWKH JURZ 1Q) YXQHIHOWY LQ the authorities choice of

SRIAHDOIGWH) XGHIHGE \XSSRWWY LCDGHTDXDM SRIAHY IRMWR &Y ' HAW ARAHYDY/
CERWWH FKDQIH UDM DG G-EWBKTHON WH ) XQ5 WKSSRIMG $ UHQMD's HIRW \R
SIHHYH WH H ROQIH IDM WHIIPH WHRIQ] LlQJ \WWH QUJH FRW R H IW7 KLY \KSSRWZ D/
MWIWLOE®I XS W - DR}DY BHDXAH QU H | LA BOVXSSRWHRP B(HG Z WK WAIRQY) SRIR

ARUHANRYY KOG VRP HRKDAH R \XAHW |, Q UHRRVSHRMKH URRXUAHY XVHG LQ D DNP SR
SURHYHWH SHI FRX@ KDYH BHH EHNUXMVHG VR P MUDMVRP HR \WWH LCHYMIEBI FRWR H LW



IURP WH SH CFFRAEQ W \WH UHSRWO0 RUHRYHJ WH ) XQG AG (RAKH \WWH DYDOE® \RRY
HIHAYHD Conditionality was weak, and Argentina's failure to comply with it was
WEHOM3D OFHFRP P REDMG

&RP DHG W WH )XG W UHBRW WH (2 UWBRWIRRAMG PRH RQ WH
UHRP P HEDWRYY SHIMQQ \R) XQG JRYHIDFH DG WHURBIR WH ([ HHAWH94RDG UIDKHU
WD RQ WH HRRPLIF IDRRY BHKQG WH RIMY 7KH WBRWPDOH D QPEU R
UHRP P HEDWRY/ 1Q WH DD/ R RIMY P DRI HP HQWWXUWYHM@IAH SURIUP BHDMWROQWKLS DG
WH GHAMRQP INQ) SURFHW LQ \WH ) XQG 7KH QGHHG IRUWH ) XQG \R KDYH D FRQMYHRA
VDA [URP \WHRAWHNR DRIMYZ D/YARWWHG @ KHIHWH\XMBTHOW R GHEWRUH FKOQIH
DMLV LQ TXHIRY WH) XQG\WKRX@ L.QE FDMIW\XSSRWARIAWRIDOXSRQDP HIQQJ I XOWKUWQ
the country's policy. 0 RHRYHJ \WWH ,( 2 RXQG WP SRMEQM RUWH ) XQG W UHUDQ) | URP
HOMIQ) RUPDQMQQ) D SRIUP WHDNRQKLS Z1\W D P H BHUFRQN ZKHQ \WHH LV (R
PP HADMBEIDHR SDPHQVQHG ) LD  \WH WHERW\P DGH D Q<P BHUR  \XJJHXMRY | RU
VUHIWHQQ) WHURBDIR \WWH( [ HHAYHY DG

,Q WH %RDG AVPAWRD ' WHARY BIRGY DIUWHG Z W WH \WDAMVR  \WH GWRY/ DG
UHFRP P HOEDIRQ/R | \WH U-BRIWEXWRXQG WDNDSSOECELON VR RKHURUMY \IXDARQ/P LIKWEH
QP MG OH R \WH XQDXHHN R WH $ UHOMH FDH ' LWHARY GG QRVDIUH RQ \KH
LP SIFDMRQLQWH, ( 2 WHERVYKDAKH) XQG \KRXG RAHQMILQR DSIRIUP IHIMRQKLS Z 1\
DP HP BHUFRXQN Z KHQ WHH LV QR LP P HADM EDDFHR SD P HON GHG |, Q MY LASHRW
WH XQEHOOHS WH YDOHR  SUFDARTY DUBQIHP HQV SIRIUP V1Q Z KLFK \KH DAKRUANAY
H DQMKDYH LQAFDAMS WHULQMINRQ QRAR QLY. RQ\WH DYDXDEGI UARXUAHY DV DQLP SRUBQNV
FUMY SUAYHQNRQVRRO

7 KH1 RUEF YD FKOLUMEBAMG WDAD FODUGMRQI URP \WHFRMBVHR \WH& RYHWEDN 300
Z DV \KDAGR H FKOQIH UDM BILP H 1Q WH GRY) XQ FDQ SIRARAD FRXQU TURP \XI 1 HIIQ) WH
FRQHDHIHY R DD XQMXWELE®! | MODSRIA 7 KH GAUIEON R DQ H FKDQH DM WILP H
G-BHIB/ RQ KSSRWYH | VFDDDQG WWKRMUDOSRIAHY DQG \RXQG LOXMMRY/ 7KXV RYHDD
FROIMMA R SRIAH/LYP RHLP SRUBQAWWDQWHFKRFHR WILP HIWHD

7KH1 RGF YO0 FRKOUDOR DIUHHG Z W WHFRFOMRQR \WH UHBRWWKDWKH YRGB Z DY QRWV
DZDV SRNGHG ZW DO \WH HbP HQV WHNXUHG TRU ZHDIQRP HS GRMRY DG \WDW
[P SRMBIQVGHRMRY 1Q WYV DWD ZHH EHQ PDEH B P DV \KDUHKRGHY RANGH \KH
([ HAWH 9RO 7 KH 1 RGEF YO0 FKOUMWIRQIO \XSSRYMS \WH EDUF SUCH S®I XQEHDLQ)
\KH ,EO recommendations, namely that the Fund's policy decisions should be taken B\ \KH
([ HMYHYROGLIQYROGP HIQV , QRP DNRQ\KRX@ DOR BHSUIRMGH-G \R \WHZ KR YRGB
DG RAR DVHBRAJURXS R FRXQUEHY LH \WH P DMUNKDUHKRGHY ) LD \WWH 1 RAF YO0
AKDOWunderlined the necessity for the Fund to be able to say “no” earlier when policies are
LAARQUMMINDG BH SUHEDHG QRMIR VIXSSRWD WIRQIO RZQGHG SIRIULP LI (WY MGIHG

LQOEHNXDOMLQJHHDAY DGMUGRARRP H



%0 1O

7 KHVAYHON UVLHZ. XQEHOWHOQG % SUDQIHPHONVURP ' HRPEHU  Z DVARP SBIAGLO
- XQHDG\WHHIKWIHYLLZ. Z D/FRP SBIMGLQ6HBMP BHU 7 KH YA LODQ DAKRUMAY DUH\WDALY
\KH DUDQIHP HOADY SUFDAMRY D/DSOWR DDA\ \R H IWURP ) XQG | LCDGADOKSSRW
041 LOs SHIRWP DFHXQEHWHSIRIUP KDY FRQMMHG\R BEHHIFRXDILQ) ( FRIRP LE JURZ \W
1Q 1V SURWRAMG R BEHRVHU  SHIFHQAD WU Z HON SHURIP DGRH 1Q DG 7KH
SUP DY KOV |MDDKSOVH FOQQ) IQMMWMED PHON ZD/ SHIFHAR * ' 3 1Q
DQGDSUP DY EDDGFHR RYHU. SHAHQWSURMRRGIRU 7 KHDAKRIMAKDYHFRQ WP HG
WDAMKH ZI@P OQEQDSUP DY \KEOWR  SHAHDAR * ' 3WRAIK ~ ZKIFK P STH
\LJQILFDQ® P SIRYHG GHEWG @P LV 7 KH PXUHQACFRRXQAUHP DOV WIRY) GXH R EXR DQW
H SRWJURZ W 1Q \WMPV R ERN YROPH DG SURHY +RZHH IQOIRY DG LQ@IRY
H SHABIRQY KDYH LGRBDHG ' RS SIRIUAW LQ PDQ. DWDY %4 LOWP DQV YXQHIED! \R
GHMIRIDARY LQ P DINHAVHQIP HQADQG \WH G-EAEXGEHD LV KHDA  * URZ \W RYHUWH P HIXP

WP Z LOG-EHIG VIQILDQE® RQWHDAKRIMAY DELON \R H \WG DG GHH5HD \WH WKRMUDD
UHRP DIHIEDWWRK DAL WHRP V SHMRQUA RWP VDG MERUP DNHNHRP V

7KH1 RAF YDOF FKDLUVKSSR WG WH FRP SBURQR  ERK UEZ V 7KH 1 RGF YOO DU
QRAG LQAMIDID WD/WAL} LOFRQMMH/RQWHURDGR HRGRP LF SIRIUAN DQGFRP P HGHS\WDV
SHURIP DORH XQGHU WH SUFDAMNREL 696 KDV BHHD P SUAMYH 7KH 1 RUAF YOO FKDLU
HP SKDV] H3 \WDAGKUIE®! H I \KWEICHS P DRIRHFRQRP LF SXGHRH DG I XURHJLQ

URDGY/WR DEAAW UHP DQQ) (Y WBRAQ) WWKRMUDOLP SHAP HONV DQG | RXQG \WH BURDG EDHG
DOG\HP LQIO JURZ Q) SRIMFDOWSSRYWR \WHSUIRIUIP \R EHHIFRXUDILQY

7 XUNH

Q -XO WH ([ HDMYH %R0G DSSUIRYHG WH HIKWUMEZ  XQaHU WH 6\BQG %
$SUDQHPHOMURP ) HELAY DG FRFOGHS \WH SUNFG ,9 FROXGIARY Z LK
7X0H  ( FRERP LF SHIRP DORH KDY ARQIMXHG \R EHLP SUAMYHZ WK UBLG HRGRP LF JURZ \K
DQG GZ HIG LQ@IRY ) WDDAVASICH DQG SXGHAP RHBY  SRIAHY KDYH FRQUEXAG \R
\KHVH DFKLEYHP HQW + RZ HYHU \WHM] HDQG ARP SRUMIRQR! \KH SXEQF GHEVWAMIP DNHY/ 7 XUNH
YXQHIED! , Q\WHP HIXP \MP  FRQIMXHG I MDOFRQRICDARQZ LOEHHAHUID , Q\WWHYROLG
AVPWRY' LWHARY LFOQQ) WH 1 RGF YDUF FKDLU GRS \WDAFRQIMHS KLIK SUP DY
\KSOMHY LQ D SHARKE®IP HAXP \MP 1P HZ RUN Z RXT@ BH KHI XO , WZ LADOR EH FUMFID
IRU7XUNH R FRQIMXH Z W \WH LP SBP HOBMRQ R \WWH WIKRMIOWHRP DIHYD LFOQQ)

WHRP R I D LQWDARQ DQG \WH \RADOVHRXUW A \WAP  DQG R DGYDRH SUYD DIRQ
ILCDGADOVHRARU BHRP  DQG @ERU P DMHMHRPV 7KH LP P HADM FKDEBIH LV \R DRG

Z1IGRQQ R \WH PXAUHNHRXQNGH L[HW 6 WRM VD AVASTCH DG VoNQ EXGIHAMRYHJ
SHIRP DHZ LOEHHHEG ,Q$ XIXW \WH 7 XUNAK DAKRUIMAY LQ RUP HG \WH) XQG WDW
\WH  KDYH G-H.GHG R BHDXHAD \XFRHWRUMR \WH PXUHQW XQG DUDQIHP HQVZ KK H SV LQ
early February 2005. Once information on the authorities' poliAH KDV BHHQ SUIRVIGHE R \KH
) XQG \WWHUHNXAWAZ LAOEH FRUGHIHG XQEHMMH DESTHER SURAFHGAUHY

LDT

" VEXWIRQY Z W, WDTL RIADY DV ZHD DV WH SIRMMRQ R \WFKQIEDID DAMWBCRH KDYH
ARQIMDGG ' XH \R \KH VXU \WDIRQ \WH FRQIEAV KDYH P OGO \ENHD SOFH RANGH WH



FRQN 7KH L.QMIP JRYHOP HQMKDMERN RILFH 1Q -XH KDV BHQ WFRIQIHG B \WH
LQMIDNRDOARP P XQW DSUHFRQAWRQIRUDY 1 LCDADOKSSRWURP \WH) XQG , DT FBDUWHG
IWRYHGH I LQDQADCREQ) DARQVVR WH) XQG DG FRQHMG\RD TXRBLGFUDHIURP 6' 5
PLARQWE' 5 P LARQ LQ 6 FB\WP BHJ 2Q6HBMPELU  WH ([ HDAWH 9%R0G
approved Iraq's request for ( PHJHPR 3RW&RQ AN WIMBFH LQ DR [P RXQAR 8 6
PLARQ RJ SHHOAR TXRW D/DM.Jn of support for Iraq' s economic reconstruction efforts

WRAIK  DOB\RKHS FDBD] HDBAWR DO QM IDIRDOXSSRWMGFOAQ) G-ENHIH
$ UAFBI, 9 & RQXOMARQVZ IW 1 RIAF YD & RXQMH/ 0 D 6HWP EHU

" HPDIN 7KH SUNFBI ,9 FRQXAIINRY Z W ' HP DN Z DV FRP SBIMG RQ $ XIXWV
([HAWH ' IWHARY ARPPHGG WH ' DQWK DAKRIMW 1RU WHU HRG R \XMWBHG
structural reform and strong fiscal policy. Directors also agreed that Denmark's fixed
H A<BRIH DM KD/ VHYHS WH FRXQUNY Z HD 6HYHIDD' LUWHRARLY XQAHYARUHG \WWDAMKH ' DRQ\K
H SHIHFHR | HYXVH XOBWRY/ | RURKHUFRXQAHY DG \KRZ VWDNWY SRMEBIVR FRP EGHD
VR Z HDDUHWIAMZ LW KLIK HP SR P HQADQGJURZ WKW

;KB DNZ Q) WDV HP DN KDV P BEH SIRIUAW 1Q SWHDUQ) |RUWH P HAXP WP

AOBQIH/ R SRSXOMRQ D)) ' LWHARY HFRADIHG | XUKHU HIRW DAMFRQMQQ) SXETF

H SHAWUH DG LGRHDIQ HP SR P HQMRZ DG WY JRDD ' LWHARY JHHDD DIUWHHG \WDW
Denmark's recent fiscal stimulus package was Z HDGMJIQHS R SURYLGH \XSSRWM RU \KH
XOMD Z MWRAMNWXQEEHP 1QQ PHIXP WP | NMFDORBWRANHY Z KL DOR DE3HMQ VRP H
GQIHMAP MUKRMBOMXH/ 7KH FDAMRHG KRZ HYHJ WWDAYXUKHUI VABOWIP XV \KRXG EH
N-BWDY BQ H A-BWRBOUASROH \R DYRG MRSDAE] 1Q) \WWH RHAHOW R \WH P HAXP \MP

\BUHV : KIBICANRZ GELQ) WH KHS XOURDIR \WHW | WHH H DG \WH GIDD HQAQ) KOV
RQFRXQMV\R FRP SO Z W EXGIHABUIHN ' LUHRARLY FRQUGHIHG \WDA XWRHUDRWNRQ R FRQARO
SXETF ARQXP SWRQJUWRZ WP D BEHUHNXUWHG

' LWHRARYARP P HIGHG WHWWRY SHIRP DFHR \WH'  DQ\K @ERUP DJHAY7 R DEBYLDM QERU
XSSO FROAEIQN DQG GZ HIWH KPMIOXQHP SR P HQADM | XUKHU WH - HIFRXUDIHG WH
DAWRIMAY R SISO DEAMRIDO HRPV 1Q SDMEXOU \R WHEFAH LGRHIVHY 1RU HOU®

UANHP HON' LUHRARLY Z HBRP HG \WH URHQMBBAIRY 1Q @FRULGFRPH \I DAV DQG \WH

HIFRADIHG \WH DAKRIMAY \R FROUGHU [ XUWHU FKDQIHY 1Q \Bf  DQG @ERU FRP SHRDIRY
WUKRXUAY \KDAZ RXTB LQRUDHLGAHQIWH/VR Z RIN 7 KHLP SRUBGFHR JUDMIZ DJHAVGHURD
DQG EHARU LQMWDIRY R LP P LJUDQMDERU Z DV DOR KLIKQIKWMG LQ MY FRQM W7KH GH W
$UNF®!, 9 FROXEIMRQZ W' HP DINLVH SHAMGLO

/ DMD 7KH  $UIFGI,9 FROXGENRZ D/FRP SBIMGRO$ XIXWY ' LWHRARWYFRP P HGS
\KH DAKRUMA/ | RUWH | DYRUIIE®! P CRIRHFRQRP LE SHIRUIP DGRH DG \RXQG SRIAHY + RZ HYHJ
WH SRQAMS \R \WH SRMQMOUMY R RYHIKHDIY WP P L) 1URP WH IDEIG JURZ W R FBHAW
DQG SUYDMARQAP SWRD 1 HA® DORKOILY SRQME VR \WHRXADOURDIR D\RXQG | \VFDOSRIA
LQP DILQY GRP HAF GP DQG 7KH  WUHAHG \WH GHHG R LGFUDH I Of LEOW R 1 MVADOSRIR



RYHUWH FRAUH R WH EXMCHW R F®1 DG BGYIVHG WH DAKRRUIMAY R XVH WH RSSRWQW R
VIIRQ JURZ W | RUDW KWUI VADOBRIA. MBEAH

Latvia's strategy for re SHIJIQJ WH PXUWHRA W \WH HXUR DG HOMUQY) WH (50 DMKH

beginning of 2005 was seen as appropriate. It was pointed out that the authorities desire to

RSWRUD QURZ BHIQG GHRHAARAY D IXAKH) WHIWHIQ) R EXGIHBY DG @ERJP DNV
SRIAH/ R AHDM P RHURRP \R CEVRE \KRA\V 7 KHMXHR \WHOQUJHWKOHR QRO UGV
G-BRUW KDV WDAMRD®  BHH VBN XS 1Q staff' s WERW DG GAUQ) %RDEG AVRXWRY RQ

/ DMD $ WWH %06 QAVPAMWRY ' LUWHARLY SROQMS R \WH SRMMODYXQHIHON R \WHH

G-BRUW

6ZH3HD 7KH SUNFDBI,9 ARQUXAINRY Z W 6Z H3HD Z DV ARP SBIMG RQ $ XIXW  7KH
6Z HAVK DANRIMAY/ \KDWHG POQ R \WH FRFOMRYY 006G YIHZ V H SUAWHG 1Q \KH WHBRW
+RZHHJ) RQ VRP H 1P SRMUWI VADO DG WWKPMUDD SRIAHY WH YIHZV R WWH 6Z HA\K
DAKRIMA/ GLTHHG TURP \WWRHH SUAWHG LQ WHWEHT UHERW) RUH 0P S WH QG (RWKDUH
\Maff's view on the need to trim down the welfare state in order to lower taxeV

,QWHYRDLGAVRXWIRY ( [ HRAWH' LWHARY SIIVHG6Z HEHD VVRIRY) HFRQRP LE SHURWP DgFH
1Q UAHAM HIY  JURXQEHG 1Q Z HDGHLIQHS |MWDODQG PRHMY SRIA (WP HZRW DQG
VRY SURGARNW JOQV \KDAKDYH \KFFHHGEHG LQ P INGQ \WH GRZ QMWD 1O P RH
P RGHDM \KDQ \WH DHIIH 1Q WH ( XURSHDD 8 QRY ' LUHARY QRAG WDKK IR
SHURP DORH KOG EHHD WXV DU FRQUMAAZ LW \WH JHIHIRXZ HDDHWIAM 7KH Y. DQHHG
KRZ HYHU \R UYIMBD) H\WH DJHIED R \WKRMIOWH RP 1Q RGHUWR DE3HW WH FKDIIH/ R

GHP RIDSKLE \WBQMRQ DG J BEDCHRGRP LE LM UDIRY

' LHRARY QRAG\WD/Bweden' s | WADO P HZ RINKDYDJRRGWERN UHFR.G DOG LW LVFDOSRVMRD
UP DQVI DYRIEGILQDARP SODRYH( 8 FRQM WL HYHWHBW GRI) \WDH | RW\R DABIQ\KH
IVADD \KLSOV \BLJIHAKDYH \@ANHHG 1Q \WH UWHFRHQWSDWY ' LUHARY HP SKDU] HG \KDW/
\DHIXOEQ) \WH \BLIHALY FHQWDOWR P DQEIQ FRQLGHIH LQ Sweden's PHAXP WP |MVADD
IUWPHZRN 0 RW LUHRARY HIFRXUDIHG WH DAKRIME/ \R FRQUG-UD P RUH CP EMRXV | MDD
DOV HAD \R G-P ROAMDM\KHUFRQIMKHG FRP P LW HAR WWH\XSOV\BLIHAY

.y, 32/ ,8&<,668(6$1' 7+( 52/ (2)7+()81

UdHXAD HH. R 6 XUYHADORH

( YHY VHRQG\ HOUWH) XQGP DNAVDARP SUAFKHLYHDWAWP HQAR RHR IWHRRIHORRWANAY +
\KIYHADGAH 7KLY\ HOUWH [ REXV Z DV RQ TXOIW DG FRQMUAR \XWYH@IGH DY Z HDDY WH
SRIA ADRIXH 06 ARP P XQADNRQ 06 Q@Y R \KWYHMAH 5HIDAEQ) WH IRFXV
TXODW DG FRQMIAVD QP BHUR G HHQNDHDVZ HHH CP LQHGP RHFRWHD \RPHR Z KIFK
DUH outside the institution's traditional areas of expertise JEEIODG WHIIRBOVIMRYHY
H RBQIH DM BDDOMY | LDABOVHRRUDDOMY YXQHIHON DAMAWP HQV JURZ W LQ &Z
LCHRP H FRXQANIHY  LQXRYY DG LQYHXK HOAFTP DM \VRADOMWXHY DG JRYH(DAAH 7KHH
ZHHD QP EUR SIRSROY IURP Ml W HKDQHH WH SRIR ADRIXH LRXAQ \WURXIK



SRIP WEAP HOVE\ P HP BHUFRXQMHY LH DWEMP H)ABWHEDIHS B\ \WHP HP BHUFRXQU DQG
SIRNG-GVR WM CKHIGR $UF®H, 9 P MWIRQ/

, QWHAVRPAWRQ ' LUHRARLY XQAHYARUHG \WDAZ HDI REXVHG \VWWYH@IGHH H HIRVAY DG KWK
TXOOW DEBOVH/ UHP DQ BAVHRNBO! RUH [ HARYH\XYH@IGAH 7KH - WD LWP HG WH FRIFOMRY/
R \KH UM R \XUYH@AH Z KK DBEHWHG KRZ XQ@AUWH H SDQa3-G LK R
\KIYHEDGH LQAYIGOOS KB, 9 FRQUXABINRYY P XWAEHNF-BWRPAVHG RONH KHY 7KLV LY
WEHAERHB HXUQ \WDAFRYHIDIH LV DEDBWMS W FRXQA \SHALLE ALURXP WBIgHY DG WDV
\KHVHBRNRQ R \WWSLFV LV EDVHG RQ P CRIRHARCRP LF UHBYDAH 6 SHALLEDD  \WH P DALY DAKH
apex of the Fund's hierarchy of concerns are externa sustainability YXQHIHEQWN IR EDDAH
R SO PHWRJPUHR RIMY \XMELCCE® JURZ W DG \WH SRTIAHY W OFKIHYH IWDG |RU
MNP DD 1P SRUEQAVARXQAHY ARQAWRYY 06 SRIAHY DIHANY \WH JGEDDRU WHLIRQD
HREP IF RABRN

' LUHRARLY \RIRRHG KDY XQG KYHADQAH LV DQ LGHIDYHKLF®! \R DD H JEREDODQG WHILRDD
\SARHY 7KH ¥ \KEWEQMOURRP \R LP SIRYH WHDR HOAR WHH IKKHY \WURXIK JUDMU
IQMUDMRQ R ELOWMIDO U-ILRIDODQG P XAMDMIOVKYHGH ' LUHARY REVHLYHS \WDAFGBLU
DQG FOQAG WK HOAVR H FKOQIH WDAM MK/ WP DQV D KD © KB BFRIQ] LQ) \WH
VFOLRW R \RHHTXHARDY \WH WG \WDADWRIRKIK QVRXWIRQR H AKDQIHUDMIKHY
WP DQVPUMIFDO RAVXYHADGAH ' LUHRARLY Z HBRP HG UHRHQAP SIRYHP HQVLQ\WHFRYHIJHR

| LCDQRADOV-RRUAKHY EXWIRMG \WDARLY LV QRAY HARQ D SDUZ WY \WHFRYHIJHR RKMHUP DIQ
1Y,

' LWHARY GVPXWHGKRZ. BRI XQG \KYHAIAH FOQ UASRIGWR BIDXHIVI URP \RP HP HP EHY
IRUSRIA P RQWUQ) DAKLIK [UHNXHR DG IRUGHIVHY R D WIQDORQ WH WHIW R D

member's economic policies. They recognized the difficulties in designing DESURSUDM
VJIQ@IY PHKDQW YV 7KH P HQMNRHS Gl T HHQAIQXKP HQV DG P R/ LFOQQ ®Z

OFAHW SUHDARQDY DUDQIHP HQVDG &7 DHAHW35* ) V DG YOURXV IRP VR ) XQG DG
W P RO ' LWHARLY DOR FRUGHIHG Z KHKHU LQD\KYHDGH FRQM WSIHHRBNRQ B
DP HP BHUR IWRZ Q TXBQMRAYHHRGRP LF 1P HZ RN SRMEOD FRP SBP HQMGE. DGARGG
policy agenda, might facilitate assessment by the Fund of the member's policies.

7KH 1 RAF YDA FKOLUZ HBRP H3 WH UHFHQALP SURYHP HQIV P DEH LQ WH FRYHIIHR ) XQG
\XYHQDGFH HSHADD QWP VR LRUDHG\WIQASDHR  7KH1 RAF YO FKDWUI RXQG LW
LP SRUBQMKDAKYHADIFH | REXAVHS P RUH RQ SRAMQIMDID  YXQHIEG! FRXQUEY \X WP LFDID

LP SRUBQANFRXQUHY DQG UHILRDODQG P XAMDMDOMKHY & RXQUEY Z LW \RXQG | XQEP QY
FRX@ EH FRQIGMG \R PRH\R D P ROKY \XYHDGH R FO! \R \DYH UARXUAHY 7KH
1 RAF YD FKDLUREVHLYHS WDAKH \REDFRW R \KH SURSRDYY | URP Wit Z HH @LIH DQG

VY OB VARSH IRULP SBP HOMY \WH UHRP P HIEDIRQY |XA@ Z DNKRMWWGHYRWY DEWRIO
R W \AXIYHMHH 6WHIWHAQ) \XWIYHMHH FARX@ BH OFKHYHG WURXIK P RH

DALE P DODIHP HOAR URRXUAHY EHWL SURIMY DINRQ  DQG DEAWRDOFRQUBMRYY | URP
| XQRMRIDOG-S0WW HOWV \R $UIFBH , 9 FRQXAIAMRYY 7KH 1 RAF YOOF FKDLU \RIHKHUZ W

PDQ RKHIROLY A®BG | RUIXWWHIFRMGHDIRQ R UBAWRXAUAH\DYMIQIV DG R VAV \XHK DV
JUDMNHBRANW LOQWHFRYHIDHR  LQAYIGBOXWYHMHAHH HAMA/ D/Z HODY DERSWY \KH



GYIHJ FRQXATRY R FBV RQ D VHPRAMG EDIY 7KH 1 RAF YOOF R<OU DOR \KIJHWAG
P RVLQ) WH\XYHEDGAHUAEZ IWHD [URP DR\ HOUR FOIVR DWUHH\ HDUR F®

& UMV 3 UHYHOARQ DQG 3 UHDXMWRDU $ UDQIHP HQWV

,Q 6HFBWP BEHUWHH Z D/ D QAVRXWIRQ LQ WH %R0 RQ & UMY 3 UHYHRINRQ DQG 3 UIHFDXWNRDY
$UDQIHP HQV— 6\XV5 HSRUWV, Q\WWH UHBRWWANH T FRFOGHS WDAMWY XQINHD \WDAELTHHAHY
LOYLHZ VIQWHYROG FRXG EHBUIGIHGZ W DGARGGSRIA  SIRSROCDMWKLYWIIH 7 KHP DQ
AVDIUHP HQNVZ KK Z D/ UH GRWNG LQWH YRDG AVPXAWRQ LV Z KHKHUD SRMEBIQGH. SRIA
RQ H AFBMRIO DFFHW XQAU SUHDAMRDY SUDQIHPHQV 33V ZRX@ \JQILHRW®
strengthen the Fund's criMyY SUHYHNRQ \WWROIWG6HHID' IWHARY ZHH R \WH YLHZ \KDWV
H LMY ) XQG SRTAHY/Z HHDAHNXDMI RU LQMJDID WHIRTZ IQJ WDRY  WHTXODWR D
country's own economic policies is the most important fORRULQ UHGHQ YXQHIHON

) XQG P HP BHOKLS IWWHD SRNGVIQXIDH  UHIX@U3$ V FIQ \IXSSRWWIRQY SRTAH/
LQIRYDIRQ/WR) XQG\VYH@IFHDHBHUQ) | AW

7KHRSSRIW YLHZ LV \WDAKHH SIWDNRQ R \WH & RQMIHAL UIHAW LCH/ | DROW GIVD JCS LQ
the Fund's toolkit for crisis prevention that could partly be filled by a new poliR RQ
H AFBMRIDO AW XQAHU3$V 7KV SRIR ZRX@ SIRMGH L(RHDHG DAXIDAHY R \WH
D/D@HONV R ) XQG AR SURYIGH DFFHW P RIH LQ @CH Z W SRMNIDQHHG  UHEXAH \KH
SFEHONV R RIMY BRG SURYLGH HKDRHS LQWDRYHY/ W DBERSWKIRY SRTAHY |, Q \WH 9RO
P HINY IWZ DV DJUHHG \WDAKEH T Z RXG IQRP ' LHARLY RQ I XUIKHUZ RN LQ KLY DD LQ \KH
context of the discussion on the Fund's: RIN3WRILWDP

7KH 1 RGF YO0 AOIU welcomed staff's CBSURIAK DG FRQMXHSG VR KRG WH YIHZ  \KDWV
H IMMY ) XQG SRIAHH/ DH DENXDM 7KH ([ AF-BWREBO$ FHW [P HZ RIN WKRX@ (RVEH

CP HIG-G\WROHRP P RDM3$ VIQH AF-BWRDOCHHNVFDHY/

3 RJIHVZ IW & UMYV5 RROMWMRQ , QWDWYHY/

& UMY URROMRQ WXHY KDYH QRABHHR GAVRXWHG LQWH Y/AROG DEDWURP . \WH GVRXWRQRQWH
IEO's report on Argentina and \WHX\XBOSURIUAW UHSRWAMXHG TRUWH, 0 ) & PHAMY Z KK
Z DV AAVRPAWHS 1Q 6HBWP BHJ 7 KH SURTUAW WHBRWRMG \WWDAMKH IMXOFH R LQMIDINRO
\RYHHJIQ ERB/ LlFOAQ) &RBAMNH $PNRQ &OXVHY &$& LV BHFRP Q) \WH BEG
SURANFHIQWH1 HZ < RINP DINHABRYHHIQMWMXH FRQEMQQ) &$ &VKDYHIURZ QR UHBUHHRV
PRHWDD SHAHQAR \RUDYDDHR ERB/MXHGMHO DK DIGOERW  SHRQWV
R WHYDDHR WHRAMBEQ WHHN R BRQGB/1URP HP HJILQ) P DNHVDY/R HG-XO 6RIDJ
WHHLY RHMAGHFHR DSUHP IXP DARADMG Z D WHXVHR &% &V 0 RHRYHJ \WH SURTUAW
UBRWQRMS \WDNVAVRXWRY RQ D YROQAY FRAH R FRIGAMRU RIMY URWROWRQ DA
ARQMXMQ) LQIRDRANGHWH) X6 :  KIBIZ HBRP 1Q) \WHHGYHBRSP HQV \WH 1 RUGF Y0
ROUKDY FRQMRA® DINHG IRUfurther progress in the Fund' s crisis resolution framework

, QWHHYHQADFRXQUI Z RXT@B QH-G\R UKFMUHWARYHIHI QG-EWE.S & VFDQKHS P INQJ
\XFK DSURFHWP RHRGHO



7 KH) XQG\KRXGS G XS \WHZ RN RQDQH | LAHQVUIP HZ RUN | RUKDQRIR) | LQDADCRUMY KDV
FOQHQXUHP RIHSUHAREELON

SRIA 0 RQMAUQ] $ UDQIHP HQWV

,Q6HBWP BHJ \WH %ROG KDG DR LQWIOH AKBRQIHR YIHZ V RQ \WWH SRMEBIGMIQR DQH
VJQ@IY LOXKP HQVSRIA 0 RQRUQ) $UDQHPHIN30 $  \WDNKRXG HIER \WH) XQG W
FRQYH DAVAAWP HQAR the members' policies to the international financial community RANGH
WH FRQM VR D | LQDQADODUDQIHP HQVS WKLY WEIH WHH LV D YDUHW R YIHZ V RQ Z KHKHU
KK DQEZ PHKOQWP P LIKWEHXVH XO ) XWWHJAVAXWRQV RQMIQ@DIY IWXHY/ DH SDIQHG
|RIZ 1Q) FRQUXARANRY Z LW SRIMNDOX\VHY GRORY DG SUYDM P DUINAARDMA SDONV

7KH1 RGF YO0 RKOUH SWHWHS P DMUUWHHYDARY/ \RZ DBV D SRMEBI30 $ DV RAWBHS
7 R FUDM LQIKP HQWVI RUZ KIFK RHLY (RVFRYMGHGR WHQHGP D HQEIORHAH QN FRIW
IRUMH ) XQG $Q DRAXDORUSHFHYHS JO5 1Q WH \WWROIWWHP V BEHRINILABG B XMQJ PR
HILHHQ® \WH XQNBESHS SRMVD 1Q H MY LQXKP HQV R \XWYH@IAH DG G3Q)
IRV 7KLY LFOXGY GZ ODFFRW 35* ) V 06 3UHDARIY  $ WDQIHP HQV DV ZHD DY/
HXORHS WDRSDIHER  Z KK LV DR PAVHMDOSDWR MJQ@IQ) 5 DKHJ WOQ D SIHRHP HID
CSSIRIAK Z KHHQGHZ LQXKP HQW DUH FUHDMG R | LOSHIFHYHG JCBV 7 KH 1 RGF YO0 ROV
BMG WD HPRP HGa general review of the Fund' s lenGQQJ | CHOQNWY

,9 7+()81''66833257)25/2: ,1&20( &28175,(6

The main objective of the Fund's work with low LFRP H FRXQNIHY LV G5 DG MINY
SRYHW UHAMNRQ DV HDERIDMS 1Q \WH 8 QWG Nation's 0 LAHQXP ' HYHBSP HQV RDY
0'*V : RNQ FRH ZI\WWH: REIGYDON DIGLQWHARQM WR \WHSRIR [UP HZ RNV
set out in the countries’ 3RYHIWV 5 HGAWNRQ 6D\ 305HY 3563V WH) XQG SIRVIGH IW
®Z (AP HPHP EHYZ W SRIR  DGYIFH WRKQFBODAMMWEAH  BIG ARAAWRIBOE)/ XQEU
\WH 3RYHIV 5HAMNRQ DG * URZW ) DA@WY 35* ) DJG P ONAV JUDRQV XQGUWH + HDYLO
, @GBME3 RRUGRXQAUIHY +,3&  LQWDIYH 7 KH1 RGF YO0NF & RQMHR LVAXSSRWY KLY
ZRN Z KM XQAHDQAQ) WH P SRMUHH R the Fund's involvement BHQ 1REXAVHG RQ \WH
|nst|tut|ons AFRHDHDV R HSHWH LH PORRHRRP IF SRIAHY DQG 1L CDEHBD WH QN
tXUQ \WH 1 RGAF YO0 2 [1IFH KDV SOG VSHHOODMWNRQ W GYHBSIQ) ARXQMHY
ZKHHWHP HP BEHYR WH 1 %& KDYH\SHADOHIDIHP HQADVP DIMUGRRYR OG 7KH1 9@
KDV HARAIIHG M R WH HP BEDMBY R RXU BRSHRIYH FRXQUEHY R SURIGH | LIXAKDG
LQRP DNRQ R HIE® DV L.QRP H> WP HQWV D/ SRME® / RZ L(ARP H ARXQUEHY \WDAKDYH
DNERCHE P RH ITRAXV LR LQMJDID 70 0RD 0 ROPHETXH 8JDQYE@ =0PHD 0 DL
* KDD 1 IHDDIXDDGYRIMID

7KHFund’s5 RBIQ/ RZ , GFRP H&RXQMEY

7KHFund's BRBILQ/ RZ ,FRP H&RXQMIHY / ,& Z DVIQWDAMG D/D\SHADORSF MW\ HU DQG
KDVEHHQRHR WHNH  IXHY I RUBRHNO ) & P HHMDIV 7 KH AVRXAWRQ FRYHY | RAUBURDG
DDV \KH LOXWKP HQWV WH ) XQG WKRX@ BH HTXISSHG Z W 1Q Z RINGQ) Z LW LW BZ LGFRP H
PHPEHY D/ ZHDDV \WH ILDGAQ) R \WHH IWKHY UHDAG \R GEWAXBLEDN  \WH



FRIDERDARQ EHE HQWH) XQGDQGWH:  RESYOON LQWHHP DIWLY DG 1LQDD  \WHGHLIQ
R SRIUPVIRY ,&V : KIGIAVRXWRQY/DHRYIRQ) Z WK URGHANR \WH | LLIXNYKUHH DWDY \KH
YROGLVH SHAMG R AVPXW35* ) SIRILP GAMIQLWXH/DWWUWH — $ QD00 HAMIV
,P SRUBQV IRTZ XS QVPAWRY IURP WH 6SUQ) 0 HIMIV LGFOGY WDVRY GRRU
FRRAEMIRQDGMIQDIY

,QDYROG AVPAMRQLOS$ XIXWW  LUHRARY Z HBRP H3\WH UHFHQ® HXBEDKHG & RP P WWHRQ
| RZ ,QRPH&RXQU : RIN FOUBGE WH) LY HXW 0 DIDILQ) ' LWHRARU Z KLFK KDY/ WH
REMANH R HQXUQ) SRIA FRHIHIAH CFIRW \WH ) XQG RQ IWXHY UHDMG \R / ,&V 7KH
&RP P WiH KOG SUHSDUHG D P WRQ WP HQARQWH URDIR \WH) XQGLQ/ , &V I RUWH YROG
PHIMY ZKIFK FRYHHMG \WUH FRP SOP HQBY Z DV 1Q Z KIFK \WH ) XQG \KSSRW IW &Z
LGFRP HP HP EHY SRIF\ DGYIFH FOSCAW EX@Q) DGILQDAQ) LFOAQ) GENHIH  7KH
SURSRHG P WRQWBAMP HQV FRQUIMMZ W EDUE SUCA.SOV DI UHE XSRQHMHI  XQEHMHY/
\KDARH) XQG | REAHY/ IW\XKSSRWWR/ , &V RQIWFRMHH SHWH KHELQ) P HP EHY/\R BATEDK
DQG P OQEQ P CARRRP IF DQG | LQDGADOMEELON QRAMBGDIMR FUDM DQ HYLURP HOV
FRIGAYH W JUZ W DG GYHBSP HQV ,WOBR HP SKDM] WV \KDV®Z LGFRPH P HP EHY/
\KHP VHOYHY P X\WAEINH \KH GG LQ SXMGY LQ SOFHWWH SRIAHY DG LOANR)Y GHHEHG | RUWHU
GHYHBSP HOV

' LHARY JHHDED DIUHHS WDAD FBOUDQG \KFALGRAWEMP HOATRUP XOWY DI WP HZ RIN IRU
) XQG HIDIHP HQNLQ/ , &V Z RX@ XVH X FOUl\ \KH REMARYHY DG UASRQIELDNY DVZ HD

DVIXNGHWHZ RNR WH) XQG LQWHH FRXQMH/ LQ@HZ W LW P DM 7 KH1 RGF YO0
AOWUZ HBRP HG\WH P DWRQ WP HOADQG DIUHHG Z W \RHWKUKVAR WS VWRH AP HWP H \KH
1 RAF Y0 ROLUVRHAVHG WDWKHFund' s work in this areais work in progress and that the
P DMRQWEANP HQAZ RX@GANHD KDYHWR BHURIVHG | XUKHUGRZ QWHURDG D/ Z RIN SIRTURAHY

,Q 6HBMP EHJ \WHH Z D/ D QWRXAMRD RQ ' HEABXUBLTEQN 1Q / RZ ,FRPH &RXQUILY
) XUKMHU& RMGHDIRQ/RQDQ2 SHDMRIO) WP H RNDQG3RIA , P SIDIRY/IRTZ IQ) XS
RQDAVAXAWMRQRQ G-EWKWECTELON [ URP WH\SUQY 7 KH SCBHUFRQIEICHS MQABUIRSRDYR
) XQGDOGYDON W | | RUDQ RSHDMRIOG-EWKWEETE@N | TP HZ RINIRU/ ,&V 7KHOP MR
HOXUH WDMKH @UH ILCDGAQ) QHHB/ DARADAMS Z W \WH 0 ' * V JRDY (R GRAMBDG \R
XQMXWELTED! EX@G XS R GEAMIQG GEWUHIH XQEHUWWH +,3& ,QUDAYH ZIOWE RQ D
\XWBLCTE®ISD ) XUKHUZ RUN Z LEDEH XQGHMENHD RQ LWAKHY UHIDMG R G-EVVKUA KR DQG WH
IRP DOGSIRHWVR ) XQGYON G-EWXWETELON DAHAP HON

+,3& 6XQHADMXVH 3 RILHWS FBRUNDQG 7 RSSIQJ 8 S, WXHY

7KH6\BMV/ R ,P SBP HOBMRQ R \KH +,3& , QUDYH Z DV QMRS LQ 6HBMP BHU ) XUWHU
SIRIUAN KDY EHHQ DALY HS XQGHAMHIQWDIYH  FRXQUIEVKDYHQRZ. UHTRKHG\WHUGHAMRQ
RU FRP SBURQ SRQN 6LGFH 6HBMP BHU V[ FRQUH/ * X\ DD 1D 1LIHJ
( \MRSID 6HZHIDODG* KD UHTRKHG \WHUFRP SBINRQ SRQNV P INGQJ \WH VREDQP EHJ
ZK®I  +,3&VDOHIQWHIQMIP SHIRG LH BA®HHD WH GHAMRQ SRQADGE FRP SBIRD
SRQV

YRUWHH  FRQUEV\WH +,3& , QUDAYH KDV MIQILEDQ® UHEFHS \WH RYHDEDG-EWKREN



' HEAWHYLEH IDARY DH QRZ. BHBZ WH DHIDHIRJQRQ+,3& / RZ ,FRPH&RXQUILY +,3&
UHIH FRP P UWG\R\WWHH  FRQMHY RIHKHUZ W RMHUG-ENHIH LQUWDIYHY BBUAHOND
\& R WLLG/ BOANROR \WHURYHDDGEWKRAN ' HEWHYLEH\R H SRW DRV KDYHDOR EHHD
UGEG R 0D DHDH R SHAHQV ODNQ) BRRP IRU LAUDIQ)  SRYHW UBAQ)
H SHIEWUV LQ \WHH FRQUH/ 7KH FRIWR SIRIGQ) GEMHIH R~ +,3&V IV QZ
HXP DMGD/8 6' HAOR) 1Q  QUSUHHANDOHWPY 0 RUHWDD\E HNV QRQ 30UV
&OE R | LF.DOEMMIOFHARY DG P RVFRP P HIADOFUHAVRY KDYH WDCRAQR FDRG WHU
LQMRD R SOMASDM 1Q WH LQWDAYH 8 SOAMS G-EMMXELTHEON DIDOWW/ 1RU SRW
FRP SOURQ SRQM+,3&V LQAFDM \WDMRXQG HARIRP LF SRTAHY DG FARH P RARIQ) DA
QHEG\R SUYHQMHUH HP HIHIFHR XQMXWBLTEBIGEW

$ P DQMKHLQWHEHBMP BHUGVRXWRQ Z D/\R GHALGHZ KHKHUWH \KQHNFIXVH \KRX EH
HWOE-G ' LUHARY DIUHG \R H WG WH \KQHAFDXHE D IXUMHUVER \ HOY \R HG

C KB POQ ' WUHARY \KSSRWG H \WIEAQ) WH +,3& , QUDAYH Z LKRAWP RALLEDIRD WH
P DAV | DYRIHG @P (MY HJLELMV \R DVHAR FRQUH/E\ XMQ) LOFRP H DG LQG-RMEHN
FOMIDEDFGROHG DI ([ WIAQ) WH\KQHNFKIXH SURVLGHY WH FRXQUH/WDADYH
QRAMBUMG HABEDKLQ) D\MAN UHFR G DQ DEAMRIDOZ LQRZ. R RSSRWMQW \R SUW DKHDG
ZIWWWHRP HIRWIQREHMR EHIEG\WREHH IWURP G-EWHIH XQGHMWH, QUDAYH

7KH1 RGF %0 AKOIUZ HBRP HG \WH SURITUHW P DEH XQG-UWH , QWNDRYH DG VXSSRMS \WH

H WRMRQE\ \®R\ HOW Z MWRAADQ P RAILFDMRQ/ D/ SIRSRHG B\ Wi H FHBW LODIQG \KDWV
\WSSRWG QP WY HDJIEMW 7KH 1RGEF YOI KO DOR XUHS BURDGH RHAWU

SOMASDNROLOWH-+ , 38, LQWDIYH

The Fund’s Experience with PRSPs and PRGF (I EO)

,Q-X0 WH ,QE8HEQM YOODMRQ 2 |1LIFH SXEQKHG D WBRWRQ WH H SHIHFH/ R \KH
Fund's work related to 3RYHIW 5HEANRQ 6MDWILHY 7 KLY LGFXGH WH 3 RYHIV 5 HORWRQ
6WDIM\ 3 DSHY/ DG WH3 RYHIW 5 HoOARNRQ* UIRZ\W ) DAAW 35* )  7KH356 CSSURIK Z D/
LQWRGHGLQ \R P ONHDOG P RIHHTHAWH LQ BHEHQ) SRYHW DG XAAHBQ WH +,3&
LQWDAYH 7 KHP DQ SUCHSBV XQEHDOLQ) WH35 6 CESUIRIK DHARXQN RZ HIKLS IRRXVRQ
UAXOV DG ARAQN GG SDVHIKLSV 7 KH WHERWP DQD  1RAXVHG RQ VAYHIIDLQMP HADM
REVIRRYHY DG WXV \KHTXCDWV R WHBERDGHUEDHGSRIR | RP XOWRQ SURAHN \WH@DMUH
R \WH HYROHG WADA\ DG SRIR WP HZ RN \WH LOMIRWNRQ BHZ HHQ WLV | WIP HZ RIN DG
PRGF as well as the effectiveness of the Fund' srole in the process.

7KHP DQILQAQIVR \WH, ( 2 Z HH\WDAKH35 6 DESURTFK KOG WH SRAMQMOR HIFRXUDIH \KH
GHYHBSP HQAR D FRXQN RZ GHG DOG FUHAEG (RY) WP DA\ | RUJURZ W DQG SRYHW
UBAIRY DG FRRAQM GRRUHIRW + RZ HHU DFKUHYHP HQV I HDWKRWAR - SRIMQID 7 KH
(2 SWIRZDG V[ WP P HIEDARY \WDAVDP HG DMP SIRIQ) WH 3563 DQG 35* )
DSSURDFK

, QURGFH JUDMUI Bf LELOW LQ \WH LP SBP HQBIRQ R \WH 356 DESURDFK R EHARUI LW
\WHGHHB/R FRXQUEY DAGL T HIHQAMEDHY/ R \WH SURRHW DOG Z WK QL HIHQAFDSCAMY
DG SRONDCDQG OGP LQVRDAYHW AP V/



BKUWWH HP SKDIV R \WWH LQWDAYH [URP \WH SIRBAIRQ R GRRXP HOV R \KH
GHYHBSP HQAR \RXQGGRP HAIF SRIA |RP XOWRQDQGLP SBP HOBMRQ SURFHAHY

&@U\ WHSXERHR \WH- RQM\E $\WHAP HQVZ WK \WH:  RESYON DG UHEH LCH
\WHYHIFBICFFRAQIO

&@UI\ ZKDNKH356 CESUROK P STHYIRUWH) XQG's own operations and strengthen
\WHLP SBP HQBNRQR \WH DI UHHS URBH

BWHIKHD \WH SURIMY DARQ DG DAFRXQBELMN RQ Z KDMKH ) XQG LV \KSSRHG \R
GHIYHUZ W QWH ELRDGHUSDNGHIKLS | TP HZ RN EXLONDURXQG WH SURIMAYHP HILQ)
IURP WH356 SURFHN DG HQKUHUARXUAHYP DK FRP P W HQV

7KH) XQG \KRX@ HIFRXDIH D WHIWHIQ) R \KH | LIP HZ RIN | RJHWEEDKLQ) \KH
H WODOUARXUAHVHYHBRSHDYSOWR \WH35 6 DBSURIFK

' LWHARLY DG B JHHDED CFRF-BMGWWH, ( 2''s UHFRP P HOEDIRQY DY BHQ) FRQWUKARYH | RU
\WHIXMUHZ RINR WH) XQGLQ/ , &V 6RP HZ KDARYHIHWLHZ VVRAFXUHG RQWHLQYRYHP HQV
R \WH ) XQG LQ \WH SXEQE GEDM 6HYHIDD' LWHARY Z DQAG \WWH ) XQG RD R SURVIGH
LQRIP DNRQ D/ UINXHAAG EXACRAR W R GUHAD 1Q OHIFH WH SROWADDGHAMRQ P INQ)

SRR

7KH 1RAF YOO FKOWU expressed support for the objectives underlying the IEO's
UHRP P HEDMWRY HEHADD \WHQHHGIRUDP RHI G LE®I DCESURDRK W SUHBDUH\WWH JURXQG 1 RU
LRUHDHEFRXQN RZ GHIKLS DGOZ. 1RU35 6 SURAHAAH/PXMRP [ HG W LQAVLGDORRXQMHY/
The Fund's participation in the PRSP process should be set within a redlistic resource
ARQIDQADG | RPAVHG RQIWDUD R H SHWH SDMEXOW® RQ P DRIRHARRP LIF RAWRY/ DG
RSWRQ/ I RUP CRUR UHBYDQAKMKRMBDOH RP V

SRYHW 5 HeXPARQ6WDWI\ 306HYV  3WRILHWS HSRUW

$ WBRWRQ3RYHIV 5 HAAWRQ MDA\ 3DSHY 3 URILAWLQ, P SBP HMBARQ Z DV AVFXAWHG
1Q \WH %ROLG LQ 6HBAMP BHU 7 KH WBRWWKRZ H3 Z KHIH LP SUIRYHP HQV KDYH BHHD P OH 1Q
3RHIV 5HAIRY GWDMILHY 356V DG QWMG \RPH WP DQQ) RKDIBIHY 6LGFH WH
LQURSANR)R \WHCESURTFK | RXU\ HOWDIR WHQP EHUR FRXQUEHVLP SBP HQIY) 35 6VKDY
GFUDHG \R~ 7KH UWBRWILQGE/ WDNVSRYHW DEOMY UHFRIQUWRQ R \KH \IDMILE
LP SRMIGFH R JURZ \W DQG P DRIRHFRQRP LF WBELOW QG VFRRUIDDFRYHDIH DU DDV Z KHM
JRRG SIRIUAW KDV BHHQ P DCH + RZ HYHJ GW KDV BEHHD DRKLHYHG LQ DQDO] LY \RXUAH/ R
JURZ W DG QQN.Q) P DRIRFRGRP LE | TP HZ RIWDQG | LQDGAQ) BN HOV\R P HEXP \MP
JRYY 7 KHAH DUH FUMFDOLKHY DV D \KWELCTE®! HFRQRP LE JURZ W LV \KH EFVABP H3. 1O \KH
| LIKAD) DLQWAZ LGASUHIG SRYHW LQ WH GRYHBSIQ) FRXQUEEY 6HYHIDOSCSHY DUH SOQUHG LQ
WH FRPLQ) PRQKV \R G-DOZ WK YDURXYV IMKXHY UHDAG R 356 LGFOQQ) JURZW DG
QAVMBEMRDOMKH/

" IWHARY QRMS WHSIRIUAWP DAHLQ356 DQGWHHZ DVDIHHDOCHHUAHR WH3 RYHIW
SHAWRQ 6MDRM\ 3 DEHJDY \WWH RSHIDNRCDO WP HZ RN I RUSUIRIUAW WZ DG \WWHO  LA@pxXP



" HYHBSP HQV RY ' LUHRARLY XQEHMCHS WH GHHG VR MIHQI WHD FRXQA RZ GHIKLS DG \WH
LP SRMUAHR @NQJ 356 Z WK N\KHEXG RADQG LARBHDVHWHXVHR- 3 RYHIW DQG6RAD0, P SORW
$@OMY 7KH 7 HKQHI0$ WIMBH R \WH ) XQG KDV D IR R SO 1Q AW EXA@Q) W
ICAQBM P RH SOWASDNRQ R WENHKR@HY DG WH AMIOVRAHN 1Q WH 356 SUIRAHW
Directors stressed that the Fund's involvement in the PRS process should be limited to its
P DODHO/R AP SHMIFHDIGWH) XQGWKRXGRWDYHDGDAQ) URHILQ ARIRUARRAMMNRY
+ RZHHJ\HYHIO WHARY Z DOMGWEH LQITXMUHUHSRWAR FOUL\  BERAMUAKH SRMMNDOURBDIR
\WH ) XQG LQ ARARUARRA@INRQ Directors supported staff' s recommendation for changes in
\WH- RQM\WEI T $WHAMP HONDQG$ QRXDCB IR WYV UHBRW

7KH 1 RGF YDWF KO \WHAHG LOMJ DID \WDAMKH 0 ' * V \KRX@ EH \WH ECANERH R
3563V , W Dv/LP SRUBQVR DRI Q\WHSURFHW/Z WK DFRXQU \SHALLLF G-AMRQP DNGQJ SIRHW/
DG PHIXP \MP H SHIEWMH |UIP HZ RN 0 RURYHU WH LOYRYHP HOALQ WH 356 SURFHW/
\KRX@ EH H \WGHG R \WH GFD0DQG WHILRIDO®YHD 7KH Fund's GRAQ) DRV \KRXT
FROMH\R EHEDHGRQ35 63V

$1G( 11 HAYHORW/DQG) LODGAQ) 0 REDDARY

$ NN XQG YON STHHURQ $1G ( 1IHAMHRW DQG ) LDGAQ) 0 RADDMAY Z DV GVRXAWHG LQ
6HBWP BHU 7KLY SCBHUZ D/ BTG B\ \WH' HYHBSP HA&RP P LWH DQG \WH, 0 ) & LOWH
6SUQ) 0 HHMYV R GHIYHUD FRP SUKHQULYH UWHZ. R DG HIHANWHHY CERSMH
FOSCAW DQGP HIWR  YOURXY RSIWRQ/\R P RELA] HWWH [ LCDGADOUARXUAHY \R P DNH SUIRTUW
\RZ DB/ \WH 0 LGP ' HYHERSP HQAV* RDY 7 KH SCBHU P DNHY \WH FDAH |RU JUDAU OG
H 1 HAYHIAW DG XUHWFDDY XS R R I LADDGHYHESP HQADKMMBGRH \R WK WHO ' * V/

7Z R SIRSRDYRQGHZ. | LGDGADOP REDMMAY | RUDGAMRIDONG DUH GVAXWHS LQ WH SDSHU \WH
, QMIDIRIOD) LQOGADD) CAON Z KK LV D P HKDQWP EDHG RQ ERG MKOJFH \WDAZ RX@
HIEGIWHI RRQ@DAQ) R 0G DYGJGEDON DQG YROQMW JIMQ) P HKDQWPV 0 RWAKTLLY

LFOGQ) WH1 RUGF YOO AKOLU Z HHR \WHYLHZ \KDAP RIHR | LALDOGHYHESP HADMMBGFH
LV \WH ERMESSURDFK. DG WA \WDANGRRUFRXQUEHY QHHG R P RYHP RIH I RIFH X@ \RZ DG
PHIMY WHS1 \BJHAR GYRMY  SHFHDAR * LRW 1 DIRQDO, FRPHR OG Director's

YIHZV YOUHG ZIGHD  KRZ HHJ RQ WH DMEDAYH | LQDGADOWRRY | RUDCBAMRIONG 0 RW
' WARY LFOQQ) WH 1 REF YOOF AKOIU Z HIH\KSSRMYHR \WH ) XQG \R GRN LOR Q7

| LQDQA.DOP RADDWY $ OR \WH 1 R.GF YDA AKOLUZ W VAYHIDORKHU LUHRRLY \WHKHG \KDV
\WH ) XQG \KRX@ CRAJR BH RG W P DQEDM LQ DOYDAQ) WH VMG RQWHH Q7 1LCQDGADD
\RRY

9 7+()81''625*%$1,=$7,21%$1" ),1$1&(6

9 RFHDQG 5 HSUHHBWRQ DAWKH, QMCDARDOD RCHAU ) XQG

$WIKH 6SUQ) 0 HAMIV \KH ,0 ) & FDEBE | RUFRQIMXHG HIRW \R HOKDGRH \WH FDSCAW R
GYHBEQ) FRQMH/ R SDWASDM P RIH HIHAHD 1Q WH ) XQGs GAMRQPING DG
FOEBE | RUWH YROLG\R FRQIMXHZ RINGI RO TXREY YRFH DG UHBUAHBIRY 7 KHYROUE DIV
QAVPAWHG TXRED BHIDMS MKH/ 1Q - XO DG UHFHYHG UHFHQ® XSEDAG LAWADAYH TXRD



FOBXDIRY/ 7 KHH LY D BIRDG FRQHQUAXV \WDANAKDQIHV LQ\WH DD R YRIFH DG UWHBUHHQBINRY
are best addressed within a broad “ package solution” as part of a general quotDL(RIHDH

7KH1 R.GF YDOF & ROAMMWHEF \XSSRIWHKDGAQ) \WH YR FHDQG SOMASDARQR GHYHBSLQ)
FRQUH/ LQ WH G-AMRQP DNQJ ERAH/R WH %OQN DQG \WH ) XQG , P SRUBQASIRIUAW KD/
EHHD P DCH RQ STRNFDDWRP V \KFK DV LP SIRYHP HQAR \KH FLSCAW R \WWH GHYHBS.QJ
FRQUH) FROAWHER R I LFH/DARKH) XQG DG \WHYDN 7KH1 %68 \KSSRWLGRBDIQ) EDIF
YRAWV DQG HIKOGAQ) FOSCAW EX@Q) +RZ HHU WH 1 %8 FROMXHY \R XSKRTS \WH EDUF
SUCA.SOI\KDAKHP DMUSDWR DP HP EHUFRXQU' VYR SRZ HVKDDEHGHMP LGHS B\ \KH
VJHR IWTXRE $ JHHDOGRUDHIQ TXREVLY GHEHGWR JHAID. UHEMMEXNRQEXNZ W \WH
FRP | RUBEG! DQG LP SURVLQ) @NXAW VIMDARQR \WWH) XQG \MLY/LY GRAINHD \R P DRLUDT HLQ
\WHQDUMP

$ XAWR WH) LDCHDGBVIWP HOVR WH) XQG

,Q-XH WH( [ WD XAWLRPPIWH ( $ & SURVHIMS LW DQRXBOUHSRWRU) < R \KH
([ HPAWH YROG 7 KH UHSRWADEEAWAY \WH | LQDADO\ HUZ KIFK HGHG $ SUIO DG
BN/ 1QMJ DID that “PriceZ DMKRAMERRSHY FRGAMS WH DAWR  \KH |LQDGARDD
MEBM HOV R \KWH) XQG \WH UHDMG DEP LQMMHG CHARXQV  0QG WH UAMHP HOADQG BEHH LW
SOQVR WH) XQG LQIAFREFHZ W, QMIDNRDOS\MELG/RQ$ XAWY 8 QrxDal LHEDXAW
RILQRQVZ HIHIWAHG RQ DIDWH I LDGADOWEMP HQN Z KIFK Z HIH SUHSDUHG LQ DFFREDRHZ LW
International Financial Reporting Standards’. 7KH ( $ & DOR BIRXAIKWIR \WH DAWNRQ R \WH

" LUHARLY/\RUHH DXV | RUDAKHURRQUGHDNRQBR. \WHYRDWG

7 KH) XQG\KRXTS FRQMXHWR GHYRMUARXUAH/Z W \WHSURSHUH SHIWHR DAHWLO
DGYDQRH\WH DSSUFDE.OA DQGLP SRR \WWHQHZ DQG OP HIGHG | LQDQADCCFRRXQIY
WDEDLB/\RWH) XQG

7 KH) XQG\KRX@ FRQUGHUHOM.SUNH Z LGHVHD DAVHAP HOAR UM LGHONLFDMRQDQG UM
P DQJH? HWV

7 KH) XQG\KRXT FRQMMHWR UYL \WHH \MODODX@WLIDQIHP HON

,Q-X0 WR PHIQJV R \WH $XAGWeHBPRNRQ &RP P \WH \RRN SOHH \R QVRXW \KH

VHBRMNRQR DILWP W WHBDOHHthe external audit of the Fund. The Fund's five \ HHDUFRQAERN
ZIW 3UAH DMKRABRRSHY H S RQ 2 Ak 0 U 3HWY + DNNOUDCHD

P HP BHUR WHYROGR * RYHIRYR WHE&HMWD/AOWNR ) 1lQDQG LVDP HP BHUR \WH( $ &

7 KHFund’ s %oXGIHRN

7KHFund's IVDD HIUXQVIURP 0 D \WMIRAIK$SUO 2 Q$ SUO \KH ([ HPARYH
%ROG CBSURYHS WH Fund's DEP LQVWDAYH DG FOSMEDEXGIHV IRU) < 1Q \KH \RAED
[PRQAR 86' P LIRQ DG 8 6' PLAORQ KSHAWHD $ FHOQ R IX®

WP HWEH | SRVMIRQV/Z D/DOR CESURYHS 6\ EHCH LW DQG DEBZ DOAHYDHH SHAMG\R LGRUDH
B SHAQWD/ARP SIHG\RWH) < EXGIHNZ KU \WH SURMRQ | RUDDQRQ SHYRQGHD
H SHIEWUWVLQ) < Z L@ DDV@KW® LQGRP LOOMP V



7KH ) XQG KD/ WMSSHG XS WH LHRPV R LW IQMIBOEXGIHBY  SURAHGAUHY MHH
including the improved assessment of the resource content of the Fund's main outputs and
\WHLQARGARWRQR DWUHH\ HOUUR@Q FDSMUCEXGIHV  XUIQ) \WH) < [ XUKHULP SR
SIRIKW Z DV DRKHYHG 1Q WH EXGIHMHRP ) LWWD QZ WP H UBRWY MNP Z LADEH
LP SBP HOMSWR P DNHWHUHBRWY RQWHXVHR MM s resources among the Fund' s outputs
P RHH I LHHADG XMUJIUHBY 6HRIG D FRWDBRDNRQ M WWP LV BHQ) GYHBRSHS DR
ZI\K \KH 7IPHS5HERIMY 6\ WP IR DOBFDM BT DG (RO MEHT FRUIV R RABXW 7KULG DD
LQMIBOWN | RFHRQ SHIRP DHH LQAFDRY UHRP P HIGHG WH) XQG W GYHBRS DM WP R
SHIRP DAH LQAFDRY ,Q CSSURIQ) WH ) < D&° LQWDAYH DG FDS\MUD EXGIHV
([HAYH' LUHARLY Z HBRP HG WH | XUIRHJMMEV \ENH LOQ LP SBP HAY \WH 0P BMIRXY EXGIHV
WHRP DHXD +RZHHJ VHYHDO( [ HHDAWWH ' IWHRARY LFOGQ) WH 1 RGF YDA FKOIU
VIUHAHG \WWH GAUTHOW R DERSWY D P RHWDMILF DG P HAXP WP YIHZ R \WH EXGIHNV
SR

7KH 1RAF YO FKOWU KD/ VKSSRWG WY RQQRQ) KHRP DHYXAD W L(RBDH \WH
transparency and accountability of the Fund's own operations. The 1 RAF YOO FKOWU
FRQUGHY\WHLP SBP HQBNRQR DEQAQ) PHAXP \MP EXGIHEY | WP HZ RINLQ\WH) XQGDY
DNH JRIOR WHRQRQ EXGIHNHRP ,Q SDMFXOU \WH WS GRZ Q EXGIHANFRQXDQADG
G850 HQEDEXM QAW SO/ DH W BH HRAGG IQ RHP HAXP WP MMM @ IWKIQ \WH
AROM WR WH RQRQ) BEXGHWWHRP WH 1RGFYOOF FKOU DOR \XSSRWS D
ARP SUKKHQLYH DAHAP HOAMR the Fund's ARP SHQDINRQ DG BEHHIW MMWWP DG 1XAKHU

IQMWDMRQ R WH UMEZ R B FRP SHQUDIRQ DOG \WH GVAXWIRQ RQ \WH DR LQVADAYH
EXGIHAR \WH) XQG

, Q\KH EURDEHJARQM \WKH 1 RUAF 90O FKDLUHP SKDW] H3\KDAKH GVAXWWMRQY RQWHEXGIHW
and the Fund's work program and priorities should be clearly interlinked. $ VWKH\OP HWP H
\KH) XQG WKRXG LRHDH WH CH QN WKL WAV URVRXUAHY BRAT HHQ G0N HQWV DG RASXWV UL
QH3G 7KH1RGF YO0 RKOULY DOR R WH YIHZ \KDAKH UHDMYHD MP S®i DG BIROG
EDFGM WP R SHURIP DOAHLQRFDRLYLY DXVH XORRO RAWHEXGI HVRIP XOWRQ



