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3RGFDVWLQJ KDV WKULYHG VLQFH LWV SRSXODUL]DWLRQ LQ ���� DV D EDVWLRQ IRU DPDWHXU PHGLD
SURGXFWLRQ� 2YHU WKH SDVW WHQ \HDUV� KRZHYHU� HQWUHSUHQHXUV DQG OHJDF\ PHGLD
FRPSDQLHV KDYH UDSLGO\ H[SDQGHG WKHLU LQWHUHVWV LQ SRGFDVWLQJ� EULQJLQJ ZLWK WKHP
SURIHVVLRQDO VWDQGDUGV DQG WKH ORJLFV RI FDSLWDO� %UHDNRXW KLWV VXFK DV ����¶V 6HULDO
�ZLWK QHDUO\ �� PLOOLRQ GRZQORDGV� DQG 7KLV $PHULFDQ /LIH KDYH GHPRQVWUDWHG WR ERWK
SURJUDPPHUV DQG DGYHUWLVHUV WKH SRWHQWLDO IRU SRGFDVWLQJ WR HPHUJH DV D FRPPHUFLDOO\
YLDEOH PHGLD LQGXVWU\ �2¶&RQQHOO� ������ $FFRUGLQJ WR D UHFHQW QDWLRQZLGH VXUYH\ E\
(GLVRQ 5HVHDUFK ������� DQ HVWLPDWHG �� PLOOLRQ OLVWHQHUV UHSRUWHG KDYLQJ OLVWHQHG WR D
SRGFDVW LQ WKH SUHYLRXV PRQWK� 'HVSLWH WKH PHGLXP¶V KRPHVSXQ� ',< URRWV� WKLV
GUDPDWLF H[SDQVLRQ RI WKH SRGFDVW DXGLHQFH DQG LQWHUHVW IURP OHJDF\ PHGLD KDV EHJXQ
WR WUDQVIRUP LW ³IURP D GR�LW�\RXUVHOI� DPDWHXU QLFKH PHGLXP LQWR D FRPPHUFLDO PDVV

       Virtual Event /  27-31 October 2020

     Virtual Event



PHGLXP´ �%RQLQL� ����� S� ����

7KLV $R,5 ���� SDQHO DLPV WR H[SORUH WKH WUDQVLWLRQV FXUUHQWO\ XQGHUZD\ LQ SRGFDVWLQJ�
6SHFLILFDOO\� HDFK RI WKH SDSHUV RQ WKLV SDQHO DGGUHVV LQ VRPH ZD\ WKH SURFHVV RI
IRUPDOL]DWLRQ� RU WKH SURFHVV E\ ZKLFK ³PHGLD V\VWHPV EHFRPH SURJUHVVLYHO\ PRUH
UDWLRQDOL]HG� FRQVROLGDWHG DQG ILQDQFLDOO\ WUDQVSDUHQW´ �/REDWR 	7KRPDV� ����� S� ����
)RUPDOL]DWLRQ LV QRW D PRQROLWKLF SURFHVV� EXW UDWKHU RQH WKDW LV UHVSRQVLYH WR H[LVWLQJ
LQVWLWXWLRQDO� UHJXODWRU\� DQG FXOWXUDO VWUXFWXUHV� ,W LV DOVR KLVWRULFDOO\ FRQWLQJHQW� 7KH ILUVW
SDSHU E\ 7L]LDQR %RQLQL� HQWLWOHG ³3RGFDVWLQJ DV D FXOWXUDO IRUP EHWZHHQ ROG DQG QHZ
PHGLD´ XWLOL]HV D KLVWRULFDO OHQV WR OLQN WKH FXUUHQW WUDMHFWRU\ RI WKH PHGLXP¶V
GHYHORSPHQW WR WKH GHYHORSPHQW DQG GRPHVWLFDWLRQ RI UDGLR LQ WKH ����V DV ZHOO DV WKH
ULVH RI RQOLQH VWUHDPLQJ VHUYLFHV LQ WKH ��VW &HQWXU\� ,Q SDUWLFXODU� WKLV SDSHU VLWXDWHV
SRGFDVWLQJ LQ WKH FRQWH[W RI WKHVH HDUOLHU WHFKQRORJLHV� DUJXLQJ WKDW WKH PHGLXP LV EHVW
XQGHUVWRRG DV D FRPSOH[ LQWHUSOD\ EHWZHHQ QHWZRUNV RI PDUNHW DFWRUV�

7KH VHFRQG SDSHU E\ 'DULR /OLQDUHV UHIUDPHV WKH IRUPDOL]DWLRQ GHEDWH E\ SXOOLQJ WKH
GLVFXVVLRQ DZD\ IURP WKH FRQILQLQJ ELQDULHV RI XWRSLDQ RU G\VWRSLDQ QDUUDWLYHV� ,QVWHDG�
WKLV SDSHU VLWXDWHV SRGFDVWLQJ ZLWKLQ D PXFK EURDGHU FRQWH[W E\ OHYHUDJLQJ 'RQ ,GKH¶V
SKHQRPHQRORJLFDO SKLORVRSK\ RI WHFKQRORJ\ WR ³VSHFXODWH RQ D SRWHQWLDO IXWXUH RI UHLILHG
RUDO�DXUDO PHGLWDWLRQ�´ 7KLV SDSHU FRQVLGHUV WKH QDWXUH RI WKH PHGLXP LWVHOI DV D XQLTXH
³WHFKQR�VRQLF H[SHULHQFH´� +HUH� SRGFDVWLQJ LV QRW FRQVLGHUHG DV D PHGLXP EHLQJ
VKDSHG E\ WKH IRUPDOL]DWLRQ HIIRUWV RI LQVWLWXWLRQV RU OHJDF\ IRUPV RI PHGLD� ,QVWHDG�
SRGFDVWLQJ HPHUJHV DV D WUDQVIRUPDWLRQDO WHFKQRORJ\ WKDW SURPLVHV D QHZ HUD RI VRXQG
LQWHJUDWLRQ�

7KH FRPSOH[ LQWHUSOD\ RI DFWRUV LQ SRGFDVWLQJ LV H[SORUHG LQ PRUH GHWDLO E\ SDSHUV � DQG
�� ,Q WKH WKLUG SDSHU� HQWLWOHG ³)RUPDOLVLQJ WKH LQIRUPDO� %%& FRPPLVVLRQV DQG WKH
VKDSH RI SRGFDVWV�´ 5LFKDUG %HUU\ H[SORUHV WKH SRZHUIXO UROH RI WKH %%& LQ SURYLGLQJ DQ
LQVWLWXWLRQDO DQG FUHDWLYH IUDPHZRUN IRU SRGFDVWLQJ SURGXFWLRQ YLD LWV %%& 6RXQGV RQOLQH
UDGLR SODWIRUP� 7KURXJK WKH HIIRUWV RI WKLV YHQHUDEOH SXEOLF VHUYLFH EURDGFDVWHU WR UHDFK
QHZ DXGLHQFHV E\ GHYHORSLQJ SRGFDVW FRQWHQW VSHFLILF WR WKLV SODWIRUP� WKLV SDSHU
DUJXHV WKDW WKH PHGLXP¶V DPDWHXU DQG LQIRUPDO HWKRV VWDQGV WR EH UH�VKDSHG� 7KH
IRXUWK SDSHU E\ 3DWULFLD $XIGHUKHLGH HW� DO�� HQWLWOHG ³3URWHFWLQJ SXEOLF SRGFDVWLQJ� $UH
8�6� QHZV� SXEOLF DIIDLUV� DQG OHDUQLQJ SRGFDVWV DW ULVN"´� WDNHV D PDFUR�OHYHO YLHZ RI
WKH IRUPDOL]DWLRQ SURFHVV� IRFXVLQJ RQ SRGFDVWV ZLWKLQ WKH 8�6� FRQWH[W� 1RWKLQJ WKDW WKH
PRVW SRSXODU SRGFDVWV LQ WKH 8�6� DUH HLWKHU OHDUQLQJ RU LQIRUPDWLRQ�RULHQWHG�
$XIGHUKHLGH DQG KHU FR�DXWKRUV DUJXH WKDW WKH SRGFDVW HFRV\VWHP IXOILOOV DQ LPSRUWDQW
SXEOLF VHUYLFH IXQFWLRQ� 7KH LQWURGXFWLRQ RI SODWIRUP VHUYLFHV OLNH 6SRWLI\ DV SRZHU
SOD\HUV LQ SRGFDVW GLVWULEXWLRQ� FRXSOHG ZLWK WKH ULVH RI DGYHUWLVLQJ DV D PHDQV RI
PRQHWL]DWLRQ� SUHVHQWV QHZ ULVNV IRU SHUSHWXDWLRQ RI WKH PHGLXP DV DQ DXUDO SXEOLF
VHUYLFH UHVRXUFH�

)LQDOO\� WKH ILIWK SDSHU E\ -RKQ 6XOOLYDQ H[SDQGV WKH DUJXPHQWV VXUURXQGLQJ SRGFDVW
IRUPDOL]DWLRQ E\ H[SORULQJ WKH LQWURGXFWLRQ RI PDUNHW LQIRUPDWLRQ UHJLPHV ZLWKLQ WKH
PHGLXP� 6SHFLILFDOO\� WKLV SDSHU H[SORUHV WKH GHYHORSPHQW RI DXGLHQFH PHWULFV IRU
SRGFDVWLQJ� EHJLQQLQJ LQ WKH PLG�����¶V� 7KLV SDSHU PDNHV FOHDU WKDW SRZHUIXO LQGXVWU\
SOD\HUV VXFK DV $SSOH DQG WKH ,QWHUDFWLYH $GYHUWLVLQJ %XUHDX �,$%� DUH TXLFNO\
VWDQGDUGL]LQJ WKH PHDVXUHPHQW RI SRGFDVW DXGLHQFHV� 7KHVH VWDQGDUGV FUHDWH D PRUH



WUDQVSDUHQW PDUNHW IRU DGYHUWLVHUV� EXW LQ VR GRLQJ WKH\ DOVR VKLIW WKH IRFXV DZD\ IURP
WKH XQLTXH QDWXUH RI SRGFDVW FRQWHQW DQG PRYH LW WRZDUG QRWLRQV RI DXGLHQFH VL]H� 7KLV
KDV WKH SRWHQWLDO WR PRYH WKH PHGLXP IXUWKHU DZD\ IURP LWV DPDWHXU URRWV�

5HIHUHQFHV

%RQLQL� 7� ������� 7KH ³6HFRQG $JH´ RI SRGFDVWLQJ� 5HIUDPLQJ SRGFDVWLQJ DV D QHZ
GLJLWDO PDVV PHGLXP� 4XDGHUQV 'HO &$&� ������� ��±���

(GLVRQ 5HVHDUFK� ������ 0DUFK ��� 7KH ,QILQLWH 'LDO ����� (GLVRQ 5HVHDUFK�
KWWSV���ZZZ�HGLVRQUHVHDUFK�FRP�LQILQLWH�GLDO������

2¶&RQQHOO� 0� ������ $SULO ���� 7KH ³6HULDO´ (IIHFW� 3URJUDPPHUV 5DPSLQJ 8S RQ
3RGFDVWV� 7KH +ROO\ZRRG 5HSRUWHU� KWWS���ZZZ�KROO\ZRRGUHSRUWHU�FRP�QHZV�VHULDO�
HIIHFW�SURJUDPPHUV�UDPSLQJ�XS�������

/REDWR� 5�� 	 7KRPDV� -� ������� 7KH ,QIRUPDO 0HGLD (FRQRP\� /RQGRQ� 3ROLW\�
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5DGLR DQG HPHUJLQJ SRGFDVWLQJ VWXGLHV LQ UHFHQW \HDUV KDYH RIWHQ DUJXHG DERXW WKH
VWDWXV RI SRGFDVWLQJ� ZLWKRXW HYHU UHDFKLQJ DQ DJUHHPHQW� 5DGLR VFKRODUV ILQG LQ
SRGFDVWLQJ D IRUP RI UHPHGLDWLRQ RI UDGLR� ZKLOH WKRVH ZKR DSSURDFK SRGFDVWLQJ IURP
RWKHU GLVFLSOLQHV RU IURP GLJLWDO PHGLD VWXGLHV WHQG WR HQKDQFH WKH GLVUXSWLYH DVSHFWV RI
SRGFDVWLQJ DV D QHZ PHGLD�

,Q WKLV SDSHU , ZRXOG OLNH WR SURSRVH D ZD\ RXW RI WKLV GHEDWH� D VRUW RI WKLUG ZD\� LQ
ZKLFK , ZLOO GUDZ IURP WKH FXOWXUDO KLVWRU\ RI EURDGFDVWLQJ� WKH SROLWLFDO HFRQRP\ RI
FRPPXQLFDWLRQ DQG FXOWXUDO VWXGLHV WR DQDO\]H WKH H[LVWLQJ FRQWLQXLWLHV DQG GLIIHUHQFHV
EHWZHHQ UDGLR DQG SRGFDVWLQJ� &RPSDULQJ WKH HDUO\ \HDUV RI EURDGFDVWLQJ ZLWK WKH HDUO\
VWDJH RI SRGFDVWLQJ� , ZLOO WU\ WR VKRZ WKDW SRGFDVWLQJ KDV UH�PHGLDWHG VRPH DVSHFWV RI
WKH KLVWRU\� HFRQRP\ DQG DHVWKHWLFV RI UDGLR� EXW LW DOVR UHSUHVHQWV VRPHWKLQJ
FRPSOHWHO\ GLIIHUHQW IURP LW� &RQWHPSRUDU\ SKHQRPHQD DV WKH SODWIRUPLVDWLRQ RI
SRGFDVWLQJ �6XOOLYDQ ����� DQG WKH FRPPRGLILFDWLRQ RI LWV DXGLHQFHV WKURXJK LQWHQVH
GDWDILFDWLRQ ZLOO EH DQDO\VHG WKURXJK WKH OHQVHV RI KLVWRULFDO LQTXLU\� PDNLQJ
FRPSDULVRQV ZLWK WKH FRPPRGLILFDWLRQ RI EURDGFDVWLQJ �6WHUQH HW DO� ������

, ZLOO DUJXH WKDW SODWIRUPLVDWLRQ UHSUHVHQWV IRU SRGFDVWLQJ ZKDW FRPPHUFLDOL]DWLRQ
UHSUHVHQWHG IRU EURDGFDVWLQJ DIWHU WKH DSSURYDO RI WKH 5DGLR $FW RI ����� DQRWKHU F\FOH
RI FRPPRGLILFDWLRQ RI WKH PHDQV RI FRPPXQLFDWLRQ DQG RI WKH DXGLHQFHV� $QRWKHU
VLPLODULW\ ZLWK WKH HDUO\ VWDJH RI EURDGFDVWLQJ LV WKH WUDQVQDWLRQDOLW\ RI SRGFDVWLQJ�
8QOLNH WKH FRQWHPSRUDU\ UDGLR EURDGFDVWHUV
 HFRV\VWHP� VWLOO VWURQJO\ OLQNHG WR QDWLRQDO
ERUGHUV� WKH HPHUJLQJ SRGFDVWLQJ HFRV\VWHP LV WUDQVQDWLRQDO� OLNH WKH HDUO\ VKRUW�ZDYH
UDGLR EURDGFDVWHUV� IUHHG E\ WKH PDWHULDO EXUGHQ RI DQWHQQDV� SRGFDVWLQJ FURVVHV
QDWLRQDO ERUGHUV DQG IORZV IUHHO\ RQOLQH� EXW WUDQVQDWLRQDO IORZV RI SRGFDVWLQJ REMHFWV
�DXGLR DQG UDGLR VHULHV� PRVWO\ RULJLQDWH IURP IHZ FRXQWULHV� 3RGFDVWLQJ WUDQVQDWLRQDOLW\
EULQJV ZLWK LWVHOI TXHVWLRQV RI FXOWXUDO LPSHULDOLVP DQG FRQWHQW GLYHUVLW\� VLQFH $PHULFDQ
ERUQ SRGFDVWV DUH WKH PRVW OLVWHQHG WR LQ DOPRVW DOO (XURSHDQ FRXQWULHV �(%8 ������



,Q DGGLWLRQ WR VLPLODULWLHV ZLWK UDGLR KLVWRU\� SRGFDVWLQJ VKDUHV FRPPRQ URRWV ZLWK RWKHU
PHGLD� $V /REDWR QRWHG ZKLOH VWXG\LQJ DXGLRYLVXDO VWUHDPLQJ WHFKQRORJLHV� ³1HWIOL[ LV D
K\EULG WHFKQRORJ\ WKDW UHPHGLDWHV D UDQJH RI HDUOLHU PHGLD WHFKQRORJLHV LQ GLIIHUHQW
DVSHFWV RI LWV RSHUDWLRQ� DQG WKLV PL[ RI DVVRFLDWLRQ LV FRQVWDQWO\ FKDQJLQJ´ ������ ����
6LPLODUO\� SRGFDVWLQJ LV D K\EULG WHFKQRORJ\ WKDW UHPHGLDWHV QRW RQO\ UDGLR EXW D ZKROH
UDQJH RI HDUOLHU PHGLD WHFKQRORJLHV LQ GLIIHUHQW DVSHFWV�

,Q WKLV SDSHU , ZLOO WU\ WR DFFRXQW IRU WKH PL[HG QDWXUH RI SRGFDVWLQJ¶V FXOWXUDO IRUP
�:LOOLDPV ������ SRGFDVWLQJ VKRXOG QRW EH LQWHQGHG VROHO\ DV D PHGLD REMHFW �WKH
SRGFDVW HSLVRGH� QRU DV D GLVWULEXWLRQ WHFKQRORJ\ �WKH UVV IRUPDW� WKH SRGFDVW QHWZRUNV
RU WKH SRGFDVW VWUHDPLQJ SODWIRUPV�� EXW DV D QHZ� K\EULG� FXOWXUDO IRUP� WKDW GUDZV QRW
RQO\ IURP UDGLR� EXW DOVR IURP WKHDWUH� SHUIRUPLQJ DUWV� GHVLJQ DQG LQWHUQHW FXOWXUH� 7KLV
FXOWXUDO IRUP KDV DV D GLVWLQFWLYH IHDWXUH RQ�GHPDQG OLVWHQLQJ� WKH RSSRVLWH RI WKH
DXGLRYLVXDO IORZ� ZKLFK DFFRUGLQJ WR :LOOLDPV ������ UHSUHVHQWHG WKH GLVWLQFWLYH IHDWXUH
RI EURDGFDVWLQJ�

2I FRXUVH� UDGLR LV WKH PHGLXP IURP ZKLFK SRGFDVWLQJ GUDZV WKH PRVW� , ZLOO DUJXH WKDW
WKH SURFHVV RI UHPHGLDWLRQ RI UDGLR RFFXUV DW WKUHH GLIIHUHQW OHYHOV� �� SURGXFWLRQ� ��
UDGLR 
WH[WV
 �JHQUHV DQG IRUPDWV� GLVWULEXWLRQ DQG �� DXGLHQFH UHFHSWLRQ� 3RGFDVWLQJ KDV
UH�PHGLDWHG SUHYLRXV IRUPV RI UDGLR SURGXFWLRQ �LQFOXGLQJ VRPH HFRQRPLF PRGHOV��
SUHYLRXV UDGLR JHQUHV DQG SUHYLRXV IRUPV RI UDGLR OLVWHQLQJ� EXW KDV DOVR GUDZQ RQ RWKHU
PHGLD DQG RWKHU DUWV�

7KH DLP RI WKH SDSHU LV QRW WR UHVSRQG WR WKH GHEDWH RQ WKH VWDWXV RI SRGFDVWLQJ� DV
ERULQJ DV WKH GHEDWH RQ WKH VH[ RI DQJHOV� 5DWKHU� WKLV UHIOHFWLRQ RQ WKH QDWXUH RI
SRGFDVWLQJ LV LQWHQGHG WR EH XVHG DV DQ H[DPSOH WR FRQWULEXWH WR D JUHDWHU
XQGHUVWDQGLQJ RI WKH UHODWLRQVKLS EHWZHHQ ROG DQG QHZ PHGLD DQG WR GHPRQVWUDWH KRZ
WKH DGRSWLRQ DQG GRPHVWLFDWLRQ RI HDFK QHZ PHGLXP LV IRUFLEO\ VKDSHG E\ WKH KLVWRU\ RI
WKH PHGLD WKDW DUULYHG EHIRUH KLP� WKH SROLWLFDO HFRQRP\ RI WKH PHGLD DQG WKH FXOWXUDO
HQYLURQPHQW LQ ZKLFK WKLV PHGLXP JURZV XS� , ZLOO VKRZ KRZ SRGFDVWLQJ FDQQRW EH
XQGHUVWRRG DV D VWDEOH HFRV\VWHP EXW LW VKRXOG EH EHWWHU XQGHUVWRRG DV DQ HYROYLQJ
QHWZRUN RI GLIIHUHQW FOXVWHUV RI DFWRUV �SURGXFHUV� OLVWHQHUV� SODWIRUPV� GLVWULEXWLRQ
WHFKQRORJLHV DQG LQWHUQHW LQIUDVWUXFWXUHV� FRPSHWLQJ HDFK RWKHU� 7KH QHWZRUN RI DFWRUV
WKDW VKDSHG WKH HDUO\ VWDJHV RI SRGFDVWLQJ LQ ���� KDV FRPSOHWHO\ FKDQJHG DQG WRGD\
SRGFDVWLQJ PHDQV IRU PDQ\ SHRSOH VRPHWKLQJ YHU\ GLIIHUHQW IURP ����� ,QGHSHQGHQW
SURGXFHUV DQG DPDWHXU SRGFDVWHUV VWLOO H[LVW EXW DUH ORVLQJ YLVLELOLW\ LQ IDYRXU RI QHZ
FRPPHUFLDO DFWRUV� &RPSHWLQJ YLVLRQV RI SRGFDVWLQJ KDYH HPHUJHG� DQ HPHUJHQW
SODWIRUP�EDVHG HFRV\VWHP� GULYHQ E\ VXEVFULSWLRQV RU DGYHUWLVLQJ LV LQFUHDVLQJO\
UHSODFLQJ LQGHSHQGHQW SRGFDVWLQJ HFRV\VWHP� QRW SODWIRUPLVHG DQG VWLOO UXQQLQJ RQ UVV
IHHG� 7KH FDVH RI SRGFDVWLQJ ZLOO EH XVHG DV D WKLQNLQJ WRRO WR XQGHUVWDQG WKH XQVWDEOH
QDWXUH RI HYHU\ PHGLD LQ VRFLHW\� RU� DV &KULVWLQD 'XQEDU (VWKHU SXW LW� ³WKH IOH[LELOLW\ RI
WHFKQRORJ\ RYHU WLPH´ ������ �����

5HIHUHQFHV

'XQEDU�+HVWHU� &� ������� /RZ SRZHU WR WKH SHRSOH� 3LUDWHV� SURWHVW� DQG SROLWLFV LQ )0
UDGLR DFWLYLVP� 0,7 3UHVV�



(%8 ������ 'LJLWDO 5DGLR 5HSRUW ����� *HQHYH� (%8 3UHVV�

/REDWR� 5� ������� 1HWIOL[ QDWLRQV� 7KH JHRJUDSK\ RI GLJLWDO GLVWULEXWLRQ� 1<8 3UHVV�

6WHUQH� -�� 0RUULV� -�� %DNHU� 0� %�� 	 )UHLUH� $� 0� ������� 7KH SROLWLFV RI
SRGFDVWLQJ� ILEUHFXOWXUH�

6XOOLYDQ� -� /� ������� 7KH SODWIRUPV RI SRGFDVWLQJ� 3DVW DQG SUHVHQW� 6RFLDO 0HGLD�
6RFLHW\� ����� �����������������

:LOOLDPV� 5� ������ 7HOHYLVLRQ� 7HFKQRORJ\ DQG &XOWXUDO )RUP� /RQGRQ� 5RXWOHGJH�
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'DULR /OLQDUHV
8QLYHUVLW\ RI %ULJKWRQ� 8.

&RPSHWLQJ XWRSLDQ DQG G\VWRSLDQ GLVFRXUVHV UHJDUGLQJ WKH HIIHFWV RI GLJLWDO WHFKQRORJ\
DQG WKH LQWHUQHW RQ VRFLHWDO DQG KXPDQ LQWHUDFWLRQ� KDYH EHFRPH LQFUHDVLQJO\
YRFLIHURXV DQG SRODULVHG� ,QLWLDO IHUYRXU DV WR D UDGLFDO SURJUHVVLYH WHFKQRORJLFDO
WUDQVIRUPDWLRQ� LPSURYLQJ HYHU\WKLQJ IURP SROLWLFV� FOLPDWH� FRPPXQLFDWLRQ DQG
GHPRFUDF\� KDV EHHQ UHSODFHG E\ D PXFK PRUH VFHSWLFDO RXWORRN SUHYDOHQW LQ DFDGHPLD�
SRSXODU FXOWXUH DQG HYHQ WKH WHFK LQGXVWU\ LWVHOI� :H KDYH VWLOO EDUHO\ EHJXQ WR FRPH WR
WHUPV ZLWK WKH GLPHQVLRQV RI RXU F\EHU�LQIXVHG OLYHV� ERWK LQ UHJDUGV WR WKH
HSLVWHPRORJLFDO DVVXPSWLRQV UHJDUGLQJ PHGLDWHG LQIRUPDWLRQ �KRZ GR ZH NQRZ ZKDW ZH
NQRZ� EXW LQFUHDVLQJO\ LQ WHUPV RI D UHVKDSHG RQWRORJ\ RI WKH KXPDQ H[SHULHQFH �WKH
YHU\ QDWXUH RI RXU EHLQJ�� 7KH GLFKRWRPRXV QDUUDWLYHV XQGHUSLQQLQJ DQDO\VHV RI WKH
GLJLWDO WUDQVIRUPDWLRQ DUH PDQ\IROG� OLYLQJ LQ DQ LQFUHDVLQJO\ QHWZRUNHG VRFLHW\ LV OHDGLQJ
WR JUHDWHU OHYHOV RI XQGHUVWDQGLQJ� HPSDWK\ DQG JOREDO FRPPRQ FDXVH� RU UHVXOWV LQ
H[FOXVRU\ JURXSLQJV DQG FRQIURQWDWLRQDO WULEDOLVP� WKH GHPRFUDWLVDWLRQ RI LQIRUPDWLRQ
DOORZV WKH E\SDVVLQJ RI WUDGLWLRQDO JDWHNHHSHUV� DXWRQRP\ RI PHGLD FRQVXPSWLRQ DQG D
JURZWK LQ WKH PDUNHWSODFH RI LGHDV� RU KDV ORRVHQHG VHQVH RI WKH SURYHQDQFH DQG
YHUDFLW\ RI LQIRUPDWLRQ VRXUFHV� D FULVLV RI REMHFWLYH NQRZOHGJH DQG H[SHUWLVH UHSODFHG
E\ VXEMHFWLYH RSLQLRQ� WHFKQRORJLFDO LQWHUFRQQHFWLRQV LQ DQG DFURVV WKH SXEOLF DQG
SULYDWH VSKHUHV FUHDWH IOXLG V\VWHPV RI H[SHULHQFH� PRUH HIILFLHQW� IOH[LEOH DQG
SURGXFWLYH OLYHV� RU DQ HUD RI XOWUD�VXUYHLOODQFH� PHWULILFDWLRQ RI WKH VHOI� DQG DQ HSLGHPLF
RI DOLHQDWLRQ DQG DQ[LHW\�

3RGFDVWLQJ LV D IDVFLQDWLQJ PHGLXP WR FRQVLGHU LQ WKLV FRQWH[W� 6LQFH LWV LQFHSWLRQ LQ WKH
PLG ����V� LWV ILUVW ZDYH RI LQWHUHVW ZKLFK OHG WR SURQRXQFHPHQWV RI D WUDQVIRUPDWLRQ LQ
DXGLR PHGLD FRPPXQLFDWLRQ DQG RQWR WKH ZHOO�GRFXPHQWHG PDLQVWUHDP FURVV�RYHU LQ
WKH PLG�����V� D XQLTXH WHFKQR�LQGXVWULDO�FXOWXUDO GHYHORSPHQW KDV GULYHQ QDUUDWLYHV RI
XWRSLDQLVP� $SSOH¶V L7XQHV LQIUDVWUXFWXUH DQG 566 GLVWULEXWLRQ IRU H[DPSOH IDFLOLWDWHG DQ
LQGHSHQGHQW SURGXFWLRQ HWKRV� DQ HWKLFV RI FRPPXQLWDULDQ YDOXH �0DUNPDQ ����� DQG
H[HPSOLILHG WKH EHVW RI SDUWLFLSDWRU\ FXOWXUH �'HX]H ����� DQG SURXVDJH �/HDGEHDWHU
DQG 0LOOHU ������ 3RGFDVWLQJ¶V DGRSWLRQ E\ HQWKXVLDVWV ZLWK QLFKH VHQVLELOLWLHV DQG D
',< HWKRV� KDV EHHQ FRUUHODWHG ZLWK D UHQDLVVDQFH LQ VRXQG FUHDWLYLW\ XQHQFXPEHUHG E\
EURDGFDVW UXOHV� FHQVRUVKLS RU D SUHFRQFHLYHG DGKHUHQFH WR WKH WUDGLWLRQDO DHVWKHWLFV RI



UDGLR� 7KDW SRGFDVWLQJ¶V H[SDQVLRQ DOVR UHOLHG RQ WKH LQWHUUHODWLRQVKLS EHWZHHQ QRQ�
SRGFDVW VSHFLILF WHFKQRORJLHV� �VXFK DV WKH HPHUJHQFH DQG XELTXLW\ RI WKH L3KRQH DQG
WKH DSSLILFDWLRQ RI H[SHULHQFH� DQG VRFLDO PHGLD DV NH\ WR SRGFDVW GLVFRYHU\�� KDV OHG WR
LPSOLFLW HOHPHQW RI WHFKQRORJLFDO GHWHUPLQLVP ZLWKLQ DFDGHPLF DQG SRSXODU GLVFRXUVH�

:LWKLQ SRGFDVW VWXGLHV OLWHUDWXUH KRZHYHU� WKH LPSOLHG WHFKQRORJLFDO XQGHUSLQQLQJ LV
RIWHQ VXPPDULO\ VXEVXPHG LQWR QDUUDWLYHV RI VRFLR�FXOWXUDO HIIHFWV WKDW DUH UHODWHG WR WKH
PHGLXP¶V SURGXFWLRQ� GLVWULEXWLRQ DQG�RU H[KLELWLRQ� 6SDWLDO DQG WHPSRUDU\ IOH[LELOLW\�
GHPRFUDWLF GLVWULEXWLRQ� SURGXFHU DQG FRQVXPHU DXWRQRP\� EUHDNLQJ RI ERXQGDULHV RI
IRUP DQG FRQWHQW UHODWHG WR µROG¶ PHGLD� DUH MXVW VRPH RI WKH FULWHULD RI DQDO\VLV EXW D IHZ�
3RGFDVWLQJ LV DOVR RIWHQ SHUFHLYHG DV OHVV VXVFHSWLEOH WR WKH QHJDWLYH HIIHFWV DVVRFLDWHG
ZLWK LQWHUQHW FXOWXUH� WKH VXSHUILFLDOLW\ DQG YHQDOLW\ RI VRFLDO PHGLD� VKRUWHQLQJ RI
DWWHQWLRQ VSDQV� SK\VLFDO DQG FRJQLWLYH LPSDFWV RI VFUHHQ XVDJH� 'LVFRXUVHV RI
XWRSLDQLVP OLQNHG WR SRGFDVWLQJ LQFOXGH LWV IUDPLQJ DV SDUW RI WKH RSHQ VRXUFH HWKRV
�+HHUHPDQV ������ DOLJQPHQW ZLWK WKH LGHDO RI SXEOLF VHUYLFH PHGLD ZKLOH FKDOOHQJLQJ
ERWK FRPPHUFLDOLVHG DQG WUDGLWLRQDO SXEOLF VHUYLFH VWUXFWXUHV �-DUUHW ������ ,Q WHUPV RI
DXGLHQFH UHVSRQVH� FODLPV IRU SRGFDVWLQJ DUH ZLGH�UDQJLQJ� $Q DUGHQW VHQVH RI FXOW
IDQGRP KDV EHHQ DVVRFLDWHG ZLWK WKH PHGLXP DORQJ ZLWK WKH QRWLRQ WKDW SRGFDVWV
H[XGH D XQLTXH LQWLPDF\ RI OLVWHQLQJ H[SHULHQFH �6SLQHOOL 	 'DQQ ����� DQG WKHUH KDV
HYHQ EHHQ DOOXVLRQV WR KROLVWLF HYHQ PLQGIXO HIIHFWV� H[HPSOLILHG LQ WHUPV VXFK DV WKH
µSRGFDVW KXJ¶ FRLQHG RQ ,ULVK PXVLFLDQ %OLQGER\ RQ KLV VHOI�WLWOHG VKRZ �VHH /OLQDUHV
������

3RWHQWLDO QHJDWLYH DVSHFWV RI SRGFDVWLQJ KDYH ODUJHO\ EHHQ IRFXVHG RQ WHFKQRORJLFDO
DQG LQGXVWULDO GHYHORSPHQWV WKDW PD\ WUDQVIRUP WKH QH[W SKDVH RI SRGFDVWLQJ¶V
HYROXWLRQ� 6XOOLYDQ KLJKOLJKWV WKH ³SODWIRUP FRQVROLGDWLRQ´ �6XOOLYDQ ����� DV KDYLQJ WKH
SRWHQWLDO QHJDWLYH FRQVHTXHQFH IRU WKH LQGHSHQGHQFH� RSHQ VRXUFH SKLORVRSK\ DQG
XVHU DXWRQRP\ VHHQ E\ PDQ\ DV HVVHQWLDO WR WKH '1$ RI WKH PHGLXP� :LWK FRUSRUDWH
H[SDQVLRQ LQWR SRGFDVWLQJ WKH H[DFHUEDWLRQ RI WKH PHGLXP¶V GLVFRYHU\ SUREOHP �3KDP
����� DORQJ ZLWK SRWHQWLDO HFRQRPLF ULQJIHQFLQJ FUHDWLQJ D WZR�WLHU KLHUDUFK\� DUH RWKHU
FRQFHUQV WKDW KDYH EHHQ KLJKOLJKWHG�

:KDW KDV EHHQ H[DPLQHG OHVV� DQG ZKDW WKLV SDSHU EHJLQV WR DGGUHVV� LV ZKHUH
SRGFDVWLQJ VLWV LQ WKH EURDGHU FRQFHUQV ZLWK UHJDUG WR WKH WHFKQRORJLFDO WUDQVIRUPDWLRQ
RI HYHU\GD\ OLIH� +RZ PLJKW SRGFDVW OLVWHQLQJ WR DIIHFW WKH SHUFHSWLRQ DQG XWLOLVDWLRQ
LQIRUPDWLRQ LQ GLYHUVH PHGLD ILHOGV" 'RHV WKH GLVFRXUVH RI LQWLPDF\ H[DFHUEDWH WKH HFR�
FKDPEHU HIIHFW" +RZ PLJKW SRGFDVWLQJ¶V DGRSWLRQ DV D MRXUQDOLVWLF WRRO UHIOHFW
FRQWUDGLFWRU\ PHGLD HWKLFV" 'RHV SRGFDVWLQJ H[DFHUEDWH HXURFHQWULVP DQG WKH (QJOLVK
DV D GHIDXOW JOREDO ODQJXDJH" +DV WKHUH EHHQ D JUHDWHU GLYHUVLW\ RI YRLFHV WKDW LWV RSHQ
DFFHVV IUDPHZRUN PLJKW LPSO\" +RZ PLJKW WKH FXUUHQW SKDVH RI µIRUPDOLVDWLRQ¶ EULQJ
SRGFDVWLQJ LQWR OLQH ZLWK PRUH WUDGLWLRQDO EURDGFDVW VWUXFWXUHV� DQG VKRXOG VFKRODUV DQG
LQGHSHQGHQW SURGXFHUV EH UHVLVWLQJ WKLV"

, ZLOO DUJXH WKDW SRGFDVWLQJ KDV� XS XQWLO WKLV SRLQW� EHHQ VKDSHG GLVFXUVLYHO\ LQWR
SULPDULO\ XWRSLDQ QDUUDWLYHV EHFDXVH RI LWV LGLRV\QFUDWLF WHFKQRORJLFDO XQGHUSLQQLQJ�
IRUPDO OLPLQDOLW\ EHWZHHQ WKH LGHDOV µROG¶ DQG µQHZ¶ PHGLD� D SHUFHSWLRQ WKDW WKH PHGLXP
HQJHQGHUV DQ DPDOJDPDWLRQ EHWZHHQ LQGLYLGXDO DQG FROOHFWLYH SUDFWLFH� DQG D VHQVH
WKDW SRGFDVWLQJ WHFKQRORJLHV KDYH LQVWLJDWHG D UHHQJDJHPHQW ZLWK WKH SRWHQWLDOV RI



VRXQG PHGLDWLRQ� 7R H[SORUH WKLV IXUWKHU� , ZLOO FRQVLGHU SRGFDVWLQJ DV PDUNLQJ WKH
EHJLQQLQJ RI D WUDQVIRUPDWLRQDO HUD LQ WKH LQWHJUDWLRQ RI VRXQG ZLWKLQ RXU HYHU\GD\
H[SHULHQFH� 'UDZLQJ XSRQ VRPH RI WKH VHPLQDO WH[WV LQ WKH EXUJHRQLQJ ILHOG RI 3RGFDVW
6WXGLHV� , FRQWH[WXDOLVH SRGFDVWLQJ¶V GHYHORSPHQW ZLWKLQ WKH GHWHUPLQLVW FRQVWUXFWLRQLVW
GLFKRWRP\ WKDW XQGHUSLQV WKH SKLORVRSK\ RI WHFKQRORJ\� , WKHQ JR RQ WR GLVFXVV KRZ WKLV
IHHGV LQWR GLVFXUVLYH VSHFXODWLRQV LQ DFDGHPLD DQG WKH SRSXODU SUHVV ZLWK UHJDUGV WR D
IXWXUH RI KXPDQ�WHFKQRORJ\�ZRUOG LQWHUDFWLRQ LQ ZKLFK VRXQG WHFKQRORJLHV UHRULHQW RXU
HPERGLHG KXPDQ H[SHULHQFH�

5HIHUHQFHV

'HX]H� 0� ������� &RQYHUJHQFH &XOWXUH LQ WKH &UHDWLYH ,QGXVWULHV� ,QWHUQDWLRQDO -RXUQDO
RI &XOWXUDO 6WXGLHV� ������ ��������

*ROGVWHLQ� -�$� ������� 7KH &RPSOLFDWHG (WKLFV RI µ6HULDO�¶ 7KH 0RVW 3RSXODU 3RGFDVW 2I
$OO 7LPH� 7KLQN3URJUHVV� 5HWULHYHG IURP KWWSV���WKLQNSURJUHVV�RUJ�WKH�FRPSOLFDWHG�
HWKLFV�RI�VHULDO�WKH�PRVW�SRSXODU�SRGFDVW�RI�DOO�WLPH��I�����GH�D��
+HUUHPDQV� /� ������� µ3RGFDVW 1HWZRUNV� 6\QGLFDWLQJ 3URGXFWLRQ &XOWXUH¶� ,Q /OLQDUHV�
'�� )R[� )� 	 %HUU\� 5� �HGV� 3RGFDVWLQJ� 1HZ $XUDO &XOWXUHV DQG 'LJLWDO 0HGLD� /RQGRQ�
3DOJUDYH 0DFPLOODQ

-DUUHWW� .� ������� 3ULYDWH 7DON LQ WKH 3XEOLF 6SKHUH� 3RGFDVWLQJ DV %URDGFDVW 7DON�
&RPPXQLFDWLRQ� 3ROLWLFV DQG &XOWXUH� ������ �������� 5HWULHYHG IURP
KWWSV���VHDUFK�LQIRUPLW�FRP�DX�GRFXPHQW6XPPDU\�GQ ����������������UHV ,(/+66

/HDGEHDWHU� &� 0LOOHU� 3 ������� 7KH 3UR�$P 5HYROXWLRQ� +RZ (QWKXVLDVWV $UH
&KDQJLQJ 2XU (FRQRP\ DQG 6RFLHW\� /RQGRQ� 'HPRV�

/OLQDUHV� '� ������� %OLQGER\¶V 3RGFDVW +XJ� 5HWULHYHG IURP
KWWS���ZZZ�GDULROOLQDUHV�FRP�EORJ�����������EOLQGER\V�SRGFDVW�KXJ

3KDP� 6� ������� 3RGFDVWV KDYH D VHULRXV GLVFRYHU\ SUREOHP� 5HWULHYHG IURP
KWWSV���PDVKDEOH�FRP������������ILQG�QHZ�SRGFDVWV�"HXURSH WUXH

6SLQHOOL� 0� DQG 'DQQ� /� ������� 3RGFDVWLQJ� 7KH $XGLR 0HGLD 5HYROXWLRQ� /RQGRQ
%ORRPVEXU\�

6XOOLYDQ -� ������� 7KH 3ODWIRUPV RI 3RGFDVWLQJ� 3DVW DQG 3UHVHQW� 6RFLDO 0HGLD �
6RFLHW\� ����� �±��� 5HWULHYHG IURP
KWWSV���MRXUQDOV�VDJHSXE�FRP�GRL�IXOO�������������������������



6HOHFWHG 3DSHUV RI �$R,5�����
7KH ��VW $QQXDO &RQIHUHQFH RI WKH
$VVRFLDWLRQ RI ,QWHUQHW 5HVHDUFKHUV

'XEOLQ ,UHODQG � ����� 2FWREHU ����

)250$/,6,1* 7+( ,1)250$/� %%& &200,66,216 $1' 7+(
6+$3( 2) 32'&$676

5LFKDUG %HUU\�
8QLYHUVLW\ RI 6XQGHUODQG� 8.

$V D PHGLXP SRGFDVWLQJ FDQ WUDFH LWV RULJLQV EDFN WR RSHQ�VRXUFH SLRQHHUV ZKR
DGYRFDWHG D GLIIHUHQW IRUP RI PHGLD �%HUU\� ����� RQH WKDW ZDV RSHQ� GHPRFUDWLF DQG
WKDW E\SDVVHG WUDGLWLRQDO PHGLD JDWHNHHSHUV� (DUO\ SRGFDVWV ZHUH XQVWUXFWXUHG�
XQIRUPDWWHG DQG GULYHQ E\ DPDWHXUV� RU DW OHDVW E\ WKRVH DGRSWLQJ UROHV RI DQ DPDWHXU
VWDWXV� /LNH RWKHU PHGLD WKH RULJLQV RI SRGFDVWLQJ ZHUH JURXQGHG LQ VSKHUH RI WKH
DPDWHXU� ZKHUH VHPL�SURIHVVLRQDO HTXLSPHQW ZDV GHSOR\HG DQG ZKHUH VRIWZDUH ZDV
GHYHORSHG E\ WKRVH ZLWK OLWWOH RU QR H[SHULHQFH �%HQVRQ� ������ (TXDOO\� WKH SURGXFHUV
LQ WKLV VSDFH RIWHQ KDG QR SULRU H[SHULHQFH RI DXGLR SURGXFWLRQ� %HWZHHQ WKH\ IRXQGHG D
PHGLXP� 7KHLU EHKDYLRXUV DV LQGLFDWLYH RI WKRVH RXWOLQHG E\ 0F/XKDQ DQG )LRUH ������
LQ WKH µ0HGLXP LV WKH 0DVVDJH¶ ZKHQ GLVFXVVLQJ WKH VWDWXV RI WKH DPDWHXU� 7KH\ QRWH
�DV RWKHUV KDYH� WKDW FUHDWRUV RIWHQ EULQJ WKHLU H[SHULHQFH RI ROG PHGLD WR QHZ PHGLD�
KRZHYHU WKLV PD\ QRW EH D SURIHVVLRQDO UHVSRQVH EXW DQ LQVWLWXWLRQDO RQH� ZKHUHDV
DPDWHXULVP LV µDQWL�HQYLURQPHQWDO´ DQG ZKHUH WKH DPDWHXU FDQ ³DIIRUG WR ORVH´ �LELG��
(DUO\ SRGFDVWHUV ZHUH DEOH WR EUHDN FRQYHQWLRQV EHFDXVH WKH\ VWDWXV DV DPDWHXUV
FRQIHUUHG QRW RQO\ WKH IUHHGRP WR GR VR EXW DOVR EHFDXVH WKH\ ODFNHG WKH FRQGLWLRQLQJ
RI WKH LQVWLWXWLRQ� :H FDQ FDOO WKLV WKH µLQIRUPDOLW\ RI SRGFDVWLQJ�¶

$V 'DQQ DQG 6SLQHOOL ������ RXWOLQH WKH QDWXUH RI WKH PHGLXP LQ WKH ��VW &HQWXU\ DV
�ZKLOVW FKDOOHQJHG E\ QHZ JDWHNHHSHUV� KDV EHHQ FDSDEOH RI SURGXFLQJ QHZ IRUPV RI
FRQWHQW DQG QHZ RSSRUWXQLWLHV IRU FUHDWLYHV� $V WKH DXWKRUV QRWH ³7KH VLPSOLILHG
DHVWKHWLF RI SRGFDVWLQJ DOORZV SURGXFWLRQV WR EH PDGH FKHDSO\� UDSLGO\� DQG ZLWKRXW
VSHFLDOLVW NQRZOHGJH´ ������ 7KLV VXJJHVWV WKDW HYHQ ZKHUH SURGXFWLRQV DUH GHYLVHG E\
WKRVH ZLWK SULRU H[SHULHQFH LQ PHGLD SURGXFWLRQ� D GHOLEHUDWHO\ LQIRUPDO DSSURDFK LV
WDNHQ� 7KH H[SHULHQFHV RI SRGFDVWHUV VXJJHVW WKDW WKH XQ�UHJXODWHG QDWXUH RI
SRGFDVWLQJ DIIRUGHG WKHP WKH DELOLW\ WR FUHDWH FRQWHQW LQ WKHLU RZQ ZD\ �%HUU\� ����� ���
��� ZLWKRXW WKH LQVWLWXWLRQDO EUDNHV RXWOLQHV DERYH E\ 0F/XKDQ DQG )LRUH� ,Q WKH ZDNH
RI WKH SRGFDVW 6HULDO� WKH PHGLXP H[SDQGHG DQG VDZ WKH DUULYDO RI FRUSRUDWH SURGXFHUV�
LQ DQ HDU ODEHOOHG E\ %RQLQL ������ DV WKH µ6HFRQG $JH RI 3RGFDVWLQJ¶ ZKHUH GLIIHUHQW
IRUPV RI WKH PHGLXP EHJDQ WR HPHUJH� +RZHYHU� SRGFDVWV UHWDLQHG WKH FRUH YDOXHV RI



LQGHSHQGHQFH� LQWLPDF\ DQG LQIRUPDOLW\� -DUUHWW KDV VXJJHVWHG WKDW RQH DVSHFW RI
SRGFDVWLQJ LV KRZ ³WKH VRFLDO UROHV RI FRQVXPHU DQG SURGXFHU DUH EHLQJ SHUIRUPHG LQ D
GH�LQVWLWXWLRQDOLVHG EURDGFDVWLQJ FRQWH[W�´ ������ ����� %XW ZKDW KDSSHQV ZKHQ WKH\
ZRUN SDVVHV LQWR DQ LQVWLWXWLRQDO EURDGFDVW FRQWH[W"

,Q ���� WKH %%& UHIUDPHG WKHLU RQOLQH UDGLR SODWIRUP� UHEUDQGLQJ LW %%& 6RXQGV DQG
JLYLQJ LW D QHZ UHPLW WR SURGXFH ³SRGFDVWV ZKLFK HQJDJH H[LVWLQJ SRGFDVW OLVWHQHUV ZKR
GRQ¶W FRQVXPH %%& RXWSXW DQG SRGFDVWV ZKLFK FRQYHUW QHZ SHRSOH WR WKH MR\V RI
SRGFDVWV´ �%%& &RPPLVVLRQLQJ�� :LWKLQ WKLV IUDPHZRUN WKH %%& KDV DOVR SRVLWHG D
JXLGH WR WKH QDWXUH RI WKH PHGLXP DQG FUHDWHG D VHULHV RI EULHIV WKDW FRQQHFW WR WKH
LQVWLWXWLRQDO JRDO RXWOLQHG DERYH� ,W LV LQWR WKH FRQWH[W WKDW WKLV SDSHU ZLOO H[SORUH WKH
WHQVLRQV EHWZHHQ WKLV VHQVH RI LQIRUPDOLW\� ZKHUH SRGFDVWHUV RXWOLQH WKHLU RZQ
IUDPHZRUN DQG RQH ZKHUH FRQYHQWLRQV EHJLQ WR HPHUJH� KRZHYHU KHOSIXOO\ WKH\ PLJKW
EH IUDPHG� ,I ZH UHWXUQ WR WKH HDUOLHU LGHD RI WKH DPDWHXU� ZH FDQ FRQQHFW RXU FXUUHQW
H[SHULHQFH WR WKDW RI SUHYLRXV PHGLD DV WKH\ WUDQVLWLRQHG IURP WKH DPDWHXU WR WKH
SURIHVVLRQDO �:X� ������

7KLV SDSHU GUDZV XSRQ WKHVH FRQWH[WV DQG IUDPHZRUNV DQG FRQVLGHUV ZKHWKHU WKH
VWUXFWXUHV RIIHUHG KHUH E\ WKH %%& DQG WKH ZLGHU VKLIWV RXWOLQHG E\ 6XOOLYDQ ������ DV
RWKHU FRUSRUDWH JDWHNHHSHUV EHJLQ WR VWDNH RXW WKH SRGFDVW VSDFH� ZLOO FKDQJH WKLV
VHQVH RI WKH LQIRUPDO� 7KH GRFXPHQWV SXEOLVKHG DERYH E\ WKH %%&� DORQJ ZLWK RWKHU
SURFHVVHV IURP WKDW IRUP SDUW RI D SDUDGLJP UHIHUUHG WR DV µWROO SRGFDVWLQJ¶ E\ %RQLQL
������ WKDW DGG OD\HUV RI VWUXFWXUH DQG IRUPDOLW\ WR D SUHYLRXVO\ XQ�VWUXFWXUHG DQG
LQIRUPDO PHGLXP�

7KLV SDSHU GUDZV XSRQ WKH JURZLQJ ILHOG RI SRGFDVW VWXGLHV� OHYHUDJLQJ DQ DQDO\VLV RI
GRFXPHQWDWLRQ� LQVLJKWV IURP SURIHVVLRQDOV� DQG H[DPSOHV RI FRQWHQW WKDW ZLOO VKRZ WKH
FRQQHFWLRQ WR WKH SDVW� , DUJXH WKDW WKH VHQVH RI LQIRUPDOLW\ FRQWULEXWHV WR SRGFDVW
DHVWKHWLFV� HYHQ ZKHQ WKDW FRQWHQW LV PDGH ZLWKLQ WKH FRQILQHV RI D FRUSRUDWH ERG\�
,QGHHG� IRU WKH %%& WKLV LQIRUPDOLW\ KDV DSSHDO WR WKH \RXQJHU WKH\ DUH VHHNLQJ WR UHDFK
DW WKH FXUUHQW WLPH� EXW E\ LQVWLWXWLRQDOLVLQJ WKHVH FRQYHQWLRQV GRHV WKLV GLVFRQQHFW WKH
SUDFWLFHV RI SRGFDVWLQJ IURP WKH VHQVH RI DPDWHXU RXWOLQHG E\ 0F/XKDQ DERYH" 2U KDV
LQIRUPDOLW\ EHFRPH D WURSH ZLWKLQ SRGFDVWV� ZKHUHHYHU WKH\ PLJKW ODQG LQ WKH /RQJ 7DLO"

5HIHUHQFHV

%%& &RPPLVVLRQLQJ �QR GDWH� &RPPLVVLRQLQJ %ULHI 1R� ������� %%& 6RXQGV�
'UDPDWLF 6WRU\WHOOLQJ� $FFHVVHG YLD�
KWWS���GRZQORDGV�EEF�FR�XN�UDGLR�FRPPLVVLRQLQJ�&RPPVB%ULHIB������B%%&6RXQGVB3
RGFDVWVB'UDPDWLF6WRU\WHOOLQJB����B�����SGI

%HQVRQ� 5LFKDUG ������ $Q 2UDO +LVWRU\ 2I 7KH 3RGFDVW LQ (VTXLUH� 5HWULHYHG IURP�
KWWSV���ZZZ�HVTXLUH�FRP�XN�FXOWXUH�D���������RUDO�KLVWRU\�RI�SRGFDVWV� �)HEUXDU\�
�����



%HUU\� 5LFKDUG ������ :LOO WKH L3RG NLOO WKH UDGLR VWDU" 3URILOLQJ SRGFDVWLQJ DV UDGLR�
&RQYHUJHQFH� 7KH ,QWHUQDWLRQDO -RXUQDO RI 5HVHDUFK LQWR 1HZ 0HGLD 7HFKQRORJLHV� ���
���±����

%HUU\� 5LFKDUG ������ ������ µ-XVW %HFDXVH <RX 3OD\ D *XLWDU DQG $UH IURP 1DVKYLOOH
'RHVQ¶W 0HDQ <RX $UH D &RXQWU\ 6LQJHU¶� 7KH (PHUJHQFH RI 0HGLXP ,GHQWLWLHV LQ
3RGFDVWLQJ� ,Q� 3RGFDVWLQJ� 1HZ $XUDO &XOWXUHV DQG 'LJLWDO 0HGLD� 3DOJUDYH 0DF0LOODQ�
%DVLQJVWRNH� ������

%RQLQL� 7L]LDQR ������ 7KH µ6HFRQG $JH¶ RI 3RGFDVWLQJ� UHIUDPLQJ 3RGFDVWLQJ DV D 1HZ
'LJLWDO 0DVV 0HGLXP LQ 4XDGHUQV GHO &$&� �� �;9,,,� �����

-DUUHWW� .\OLH ������ 3ULYDWH 7DON LQ WKH 3XEOLF 6SKHUH� 3RGFDVWLQJ DV %URDGFDVW 7DON
&RPPXQLFDWLRQ� 3ROLWLFV DQG &XOWXUH 9ROXPH ������ �������

0F/XKDQ� 0DUVKDOO DQG )LRUH� 4XHQWLQ ������ 7KH 0HGLXP LV WKH 0DVVDJH 3HQJXLQ�
/RQGRQ

6SLQHOOL� 0DUWLQ� DQG 'DQQ� /DQFH ������ 3RGFDVWLQJ� 7KH $XGLR 0HGLD 5HYROXWLRQ
%ORRPVEXU\� /RQGRQ

6XOOLYDQ� -RKQ ������� 7KH 3ODWIRUPV RI 3RGFDVWLQJ� 3DVW DQG 3UHVHQW� 6RFLDO 0HGLD �
6RFLHW\� KWWSV���GRL�RUJ�������������������������

:X� 7LP ������ 7KH 0DVWHU 6ZLWFK� 7KH 5LVH DQG )DOO RI ,QIRUPDWLRQ (PSLUHV� $WODQWLF
%RRNV� /RQGRQ



6HOHFWHG 3DSHUV RI �$R,5�����
7KH ��VW $QQXDO &RQIHUHQFH RI WKH
$VVRFLDWLRQ RI ,QWHUQHW 5HVHDUFKHUV

'XEOLQ ,UHODQG � ����� 2FWREHU ����

3527(&7,1* 38%/,& 32'&$67,1*� $5( 8�6� 1(:6� 38%/,&
$))$,56 $1' /($51,1* 32'&$676 $7 5,6."

3DWULFLD $XIGHUKHLGH
$PHULFDQ 8QLYHUVLW\� 86$

'DYLG /LHEHUPDQ
7KH 1HZ 6FKRRO� 86$

$WLND $ONKDOORXI
$PHULFDQ 8QLYHUVLW\� 86$

-LML 0DMLUL 8JURPED
7KH 1HZ 6FKRRO� 86$

1RZ SXEOLVKHG LQ WKH ,QWHUQDWLRQDO -RXUQDO RI &RPPXQLFDWLRQ DW
KWWSV���LMRF�RUJ�LQGH[�SKS�LMRF�DUWLFOH�YLHZ������

,QWURGXFWLRQ

:H DUJXH WKDW D 8�6��EDVHG SRGFDVWLQJ HFRORJ\ FDQ XVHIXOO\ EH GHILQHG DV SXEOLF
PHGLD� DQG WKDW WKLV HFRORJ\ LV DW ULVN IURP WKH JURZWK RI DGYHUWLVLQJ DQG
SODWIRUPL]DWLRQ� DOWKRXJK WKH QHWZRUNHG VWUXFWXUH DQG MRXUQDOLVWLF DQG SXEOLF
EURDGFDVWLQJ WUDGLWLRQV SURYLGH VRPH LPPXQLW\� :H DOVR EHOLHYH WKDW WKLV FRQFHSW FDQ
HQULFK WKH VWXG\ RI SXEOLF PHGLD� ZKLFK KLVWRULFDOO\ KDV IRFXVHG RQ VWDWH�VXEVLGL]HG
EURDGFDVWLQJ�

7KH 3RGFDVWLQJ %XVLQHVV

3RGFDVWLQJ� ZKLOH VWLOO D VPDOO SRUWLRQ RI PHGLD EXVLQHVV� KDV JURZQ GUDPDWLFDOO\ LQ WKH
ODVW IHZ \HDUV�� 6FKRODU -RKQ /� 6XOOLYDQ ������ FDOOV WKLV D PRPHQW RI IRUPDOL]DWLRQ�
EULQJLQJ FRQVROLGDWLRQ� UDWLRQDOL]DWLRQ� DQG JUHDWHU ILQDQFLDO WUDQVSDUHQF\� 7KH
ILQDQFLDOO\ YLDEOH SRGFDVWV� DV +HHUHPDQV ������ QRWHV� KDYH WKH EDFNLQJ RI ODUJH
PHGLD LQVWLWXWLRQV� 0RUH WKDQ KDOI RI SRGFDVW OLVWHQHUV URXWLQHO\ OLVWHQ WR QHZV�FXUUHQW
HYHQWV� DQG PRUH WKDQ D WKLUG OLVWHQ WR HGXFDWLRQDO SURJUDPV �:HVWZRRG 2QH� ������



7KH WRS �� SRGFDVWV LQ WKH 8�6�� DV GHILQHG E\ 3RGWUDF LQ ����� GHPRQVWUDWH WKLV�
7KLUWHHQ FRXOG EH FKDUDFWHUL]HG DV SXEOLF SXUSRVH� 7KUHH QHZV SURJUDPV �7KH 'DLO\�
8S )LUVW� 135 3ROLWLFV 3RGFDVW�� WZR WRSLFDO HFRQRPLFV SURJUDPV �)UHDNRQRPLFV� 3ODQHW
0RQH\�� WZR VFLHQFH SURJUDPV �+LGGHQ %UDLQ� 5DGLR/DE�� WZR PLQL�OHFWXUHV�GLVFXVVLRQV
RQ JHQHUDO NQRZOHGJH �6WXII <RX 6KRXOG .QRZ� 7(' 5DGLR +RXU�� RQH EXVLQHVV
SURJUDP �� RQH VWRU\WHOOLQJ DERXW SXEOLF LVVXHV DQG VRFLDO YDOXHV �7KLV $PHULFDQ /LIH��
RQH FRPHG\ VKRZ DERXW WKH QHZV �:DLW :DLW«'RQ¶W 7HOO 0H��� DQG RQH LQWHUYLHZ
SURJUDP RQ SXEOLF LVVXHV DQG WKH DUWV �)UHVK $LU��

3XEOLF SRGFDVWLQJ DV D FRQFHSW

)LUVW� FRQVLGHU WKH GRPLQDQFH DQG OHDGHUVKLS RI 8�6� SXEOLF EURDGFDVWLQJ HQWLWLHV LQ 8�6�
SRGFDVWLQJ� 2I WKH WRS ��� �� DUH SURGXFHG E\ SXEOLF EURDGFDVWLQJ HQWLWLHV �LQFOXGLQJ
)UHDNRQRPLFV� DQ LQGHSHQGHQWO\ SURGXFHG SURJUDP ZKRVH VXFFHVV GHSHQGV RQ
UHODWLRQVKLSV ZLWK SXEOLF EURDGFDVWLQJ HQWLWLHV�� 3XEOLF EURDGFDVWLQJ HQWLWLHV� ERWK
VWDWLRQV DQG SURGXFHU�GLVWULEXWRU QHWZRUNV VXFK DV $PHULFDQ 3XEOLF 0HGLD �$30��
1DWLRQDO 3XEOLF 5DGLR �135�� DQG 3XEOLF 5DGLR ([FKDQJH�3XEOLF 5DGLR ,QWHUQDWLRQDO
�35;�35,�� KDYH WDNHQ OHDGHUVKLS LQ LQYHVWLQJ LQ WKH IRUP� 135 KDV GHYHORSHG UHOLDEOH
PHWULFV IURP LWV 5HPRWH $XGLR 'DWD DQDO\WLFV WHFKQRORJ\� DQG 35;�35, KDV GHYHORSHG
G\QDPLF DG LQVHUWLRQ WHFKQRORJ\� 7KH\ KDYH GHYHORSHG DJJUHJDWRUV WKDW RIIHU ERWK
GLVFRYHU\ DQG FRQVXPSWLRQ� 135 KDV 135 2QH� DQG 5DGLRWRSLD� D QRQSURILW WKDW ZRUNV
ZLWKLQ WKH RUELW RI SXEOLF EURDGFDVWLQJ� KDV 5DGLR 3XEOLF� 7KH\ KDYH LQYHVWHG ILQDQFLDOO\
LQ SODWIRUP EXLOGLQJ� 135 DQG UHODWHG SXEOLF EURDGFDVWLQJ HQWLWLHV KDYH SXUFKDVHG
3RFNHW &DVWV� 7KHVH WRS�UDWHG VKRZV KDYH P\ULDG VLEOLQJV DQG FRXVLQV IXUWKHU GRZQ
WKH FKDUW RI SRSXODULW\�

6HFRQG� FRQVLGHU WKH SXEOLF VHUYLFH IXQFWLRQ RI WKH SRGFDVWV LQ WKLV PLQL�HFRORJ\� ,W KDV
EHHQ DUJXHG WKDW SXEOLF VHUYLFH PHGLD �WUDGLWLRQDOO\ SXEOLF EURDGFDVWLQJ� IXQFWLRQV DV D
VSDFH LQ ZKDW LV VRPHWLPHV FDOOHG WKH SVHXGR�SXEOLF VSKHUH �%OXPOHU� ������ D ]RQH LQ
ZKLFK PHGLD HQDFWV DQG PRGHOV EHKDYLRUV RI FLYLO GLVFRXUVH� ,W KDV EHHQ GHVFULEHG DV D
VHUYLFH RI WKH ³PLFURG\QDPLFV RI GHPRFUDF\´ �'DKOJUHQ� ����� S� ���� E\ HQJDJLQJ
YLHZHUV ZLWK LPSRUWDQW LVVXHV DQG SURYLGLQJ WKHP LQIRUPDWLRQ WR IXHO LQIRUPHG
FRQYHUVDWLRQ� 7KLV FRQFHSW GUDZV IURP D QRWLRQ RI SXEOLFQHVV SDUWLFXODU WR WKH $PHULFDQ
WUDGLWLRQ RI SUDJPDWLVP �'HZH\� ������ DOWKRXJK LW LQYRNHV WKH ODQJXDJH RI WKH PRUH
IDPLOLDU +DEHUPDVLDQ DUJXPHQWV DERXW WKH SXEOLF VSKHUH �&DOKRXQ� ����� *ULSVUXG 	
(LGH� ����� +DEHUPDV� &URVVOH\� 	 5REHUWV� ������ )RU 'HZH\� D SXEOLF VKDUHV LQ
FRPPRQ WKH HIIHFWV RI ERWK FRUSRUDWH DQG JRYHUQPHQW DFWLRQV� LW FRQVWLWXWHV LWVHOI LQ
DGGUHVVLQJ WKHP E\ FRPPXQLFDWLQJ ZLWK RWKHUV VLPLODUO\ DIIHFWHG LQ LWV RZQ GHIHQVH
�'HZH\� ����� :HVWEURRN� ������ &RPPXQLFDWLRQ EHFRPHV DFWLRQ� *LYHQ WKDW GHILQLWLRQ�
SRGFDVWV RXWVLGH SXEOLF EURDGFDVWLQJ DOVR VRPHWLPHV IXQFWLRQ DV SXEOLF PHGLD�

7KLUG� LQ LQWHULP UHVXOWV RI UHVHDUFK� ZH IRXQG VRPH FRQJUXHQFH EHWZHHQ WKH FRQFHUQV
RI $PHULFDQV� DV GHILQHG LQ PRQWKO\ *DOOXS SROOLQJ �*DOOXS� ������ DQG WRSLFV FRYHUHG LQ
SXEOLF PHGLD SRGFDVWV� 2XU SUHVHQWDWLRQ ZLOO GLVFXVV WKHVH UHVXOWV LQ PRUH GHWDLO�

7KUHDWV DQG RSSRUWXQLWLHV



$OWKRXJK RXU FRPSOHWHG SDSHU ZLOO LQFOXGH D PRUH H[WHQVLYH HFRQRPLF DQDO\VLV� KHUH
ZH SRLQW WR SRWHQWLDO WKUHDWV WR WKLV SXEOLF SRGFDVWLQJ HFRORJ\� ,Q WKH VKRUW UXQ� HYHQ LQ
WKH UHODWLYHO\ GHFHQWUDOL]HG HQYLURQPHQW� WKH JURZWK RI DGYHUWLVHU LQWHUHVW LQ
SRGFDVWLQJ OHDGV ERWK WR DQ H[SDQVLRQ RI ILQDQFLDOO\ YLDEOH SRGFDVWV DQG WR
SURGXFWLRQV WKDW WLOW PRUH WRZDUG WKH HQWHUWDLQLQJ� VHQVDWLRQDO� RU VKRFNLQJ WKDQ WKH
LQIRUPDWLYH� &RPHG\ SRGFDVWV DFFRXQWHG IRU ��� RI WKH PHGLXP¶V DG VDOHV LQ WKH ILUVW
WKUHH PRQWKV RI ����� UHVHDUFK ILUP 0DJHOODQ ������ UHSRUWV� 7KDW ZDV IROORZHG E\
1HZV 	 3ROLWLFV �������� 6RFLHW\ 	 &XOWXUH �������� 6SRUWV 	 5HFUHDWLRQ ��������
%XVLQHVV ������� +HDOWK ������� DQG 6FLHQFH 	 0HGLFLQH ������� ZLWK RWKHU FDWHJRULHV
FROOHFWLQJ ����� �0DJHOODQ� ������

,Q WKH PHGLXP WHUP� SODWIRUPL]DWLRQ ERGHV D VHD FKDQJH LQ PHGLD LQ JHQHUDO� DQG WR
SRGFDVWLQJ LQ SDUWLFXODU� 7KLV LV VLJQDOHG E\ WKH DJJUHVVLYH PRYHV LQWR WKH SRGFDVWLQJ
ODQGVFDSH E\ 6SRWLI\ DQG /XPLQDU\� 7KH QDWXUH RI WKLV WKUHDW LV ZHOO LGHQWLILHG LQ
VFKRODUO\ OLWHUDWXUH� 1RW RQO\ 6XOOLYDQ ������� EXW DOVR 1LHERUJ DQG 3RHOO ������� ZDUQHG
JHQHUDOO\ RI WKH ³SODWIRUPL]DWLRQ RI FXOWXUDO SURGXFWLRQ�´ ZLWK ODUJH FRPSDQLHV
LQFUHDVLQJO\ FRQWUROOLQJ WKH WHUPV RI DFFHVV IRU FXOWXUDO SURGXFHUV DQG� XOWLPDWHO\�
FRQVXPHUV�

,Q SXEOLF SRGFDVWLQJ� WKH GDQJHUV RI DGYHUWLVLQJ GHUDLOLQJ PLVVLRQ KDYH EHHQ VLJQDOHG
UHSHDWHGO\� EXW SODWIRUPL]DWLRQ UHPDLQV YLUWXDOO\ XQGLVFXVVHG� DV ZH OHDUQHG IURP D
UHYLHZ RI FXUUHQW WUDGH OLWHUDWXUH ZLWKLQ SXEOLF SRGFDVWLQJ DQG IURP LQWHUYLHZV ZLWK QLQH
H[HFXWLYHV�

&RQFOXVLRQ

3XEOLF SRGFDVWLQJ FDQ GUDZ RQ ULFK FXOWXUDO WUDGLWLRQV LQ MRXUQDOLVP DQG SXEOLF
EURDGFDVWLQJ� DQG RQ HFRQRPLF UHVRXUFHV IURP WKH SXEOLF HFRORJ\ LWVHOI� EXW DZDUHQHVV
RI WKH FKDQJLQJ HQYLURQPHQWV DQG LWV WKUHDWV WR GHFHQWUDOL]HG EXVLQHVV PRGHOV ZLOO EH
LPSRUWDQW IRU VXUYLYDO�

5HIHUHQFHV

%OXPOHU� -� *� ������� 7HOHYLVLRQ DQG WKH SXEOLF LQWHUHVW� 9XOQHUDEOH YDOXHV LQ ZHVW
(XURSHDQ EURDGFDVWLQJ� /RQGRQ� 8.� 6$*( 3XEOLFDWLRQV LQ DVVRFLDWLRQ ZLWK WKH
%URDGFDVWLQJ 6WDQGDUGV &RXQFLO�

&DOKRXQ� &� -� ������� +DEHUPDV DQG WKH SXEOLF VSKHUH� &DPEULGJH� 0$� 0,7 3UHVV�

'DKOJUHQ� 3� ������� 'RLQJ FLWL]HQVKLS� 7KH FXOWXUDO RULJLQV RI FLYLF DJHQF\ LQ WKH SXEOLF
VSKHUH� (XURSHDQ -RXUQDO RI &XOWXUDO 6WXGLHV� ����� ���±����

'HZH\� -� ������� 7KH SXEOLF DQG LWV SUREOHPV� 1HZ <RUN� 1<� +� +ROW DQG &RPSDQ\�

*DOOXS� ������� 0RVW LPSRUWDQW SUREOHP� 5HWULHYHG IURP
KWWSV���QHZV�JDOOXS�FRP�SROO������PRVW�LPSRUWDQW�SUREOHP�DVS[



*ULSVUXG� -�� 	 (LGH� 0� ������� 7KH LGHD RI WKH SXEOLF VSKHUH� $ UHDGHU� /DQKDP� 0'�
/H[LQJWRQ %RRNV�

*URXS0� ������� 7KLV \HDU QH[W \HDU� :RUOGZLGH PHGLD IRUHFDVWV� 5HWULHYHG IURP
KWWSV���ZZZ�JURXSP�FRP�QHZV�\HDU�QH[W�\HDU�JOREDO�PHGLD�IRUHFDVWV

+DEHUPDV� -�� &URVVOH\� 1�� 	 5REHUWV� -� 0� ������� $IWHU +DEHUPDV� 1HZ SHUVSHFWLYHV
RQ WKH SXEOLF VSKHUH� 2[IRUG� 8.� %ODFNZHOO� 6RFLRORJLFDO 5HYLHZ�

+HHUHPDQV� /� ������� 3RGFDVW QHWZRUNV� 6\QGLFDWLQJ SURGXFWLRQ FXOWXUH� ,Q '� /OLQDUHV�
1� )R[� 	 5� %HUU\ �(GV��� 3RGFDVWLQJ� 1HZ DXUDO FXOWXUHV DQG GLJLWDO PHGLD �SS�
��±���� &KDP� 6ZLW]HUODQG� 3DOJUDYH 0DFPLOODQ�

0DJHOODQ� ������� 4� ¶�� SRGFDVW DGYHUWLVLQJ DFWLYLW\� 5HWULHYHG IURP
KWWSV���ZZZ�PDJHOODQ�DL�LQGXVWU\�
UHSRUWV�����T�"XWPBVRXUFH PHGLXP	XWPBPHGLXP WHDVHUEORJ	XWPBFDPSDLJQ
 ����T�UHSRUW	64)B6285&( PHGLXP	64)B&$03$,*1 ����4�UHSRUW

1LHERUJ� '� %�� 	 3RHOO� 7� ������� 7KH SODWIRUPL]DWLRQ RI FXOWXUDO SURGXFWLRQ� 7KHRUL]LQJ
WKH FRQWLQJHQW FXOWXUDO FRPPRGLW\� 1HZ 0HGLD 	 6RFLHW\� ������� ����±�����
GRL�������������������������

3RGWUDF� ������ 2FWREHU ���� 7RS �� SRGFDVWV� 6HSWHPEHU ����� 5HWULHYHG IURP
KWWSV���DQDO\WLFV�SRGWUDF�FRP�EORJ�WRS����SRGFDVWV�DSULO������M�N�\�\�E\S��W�M��
VOMQS�FZIN�

6XOOLYDQ� -� ������� 3RGFDVW PRYHPHQW� $VSLUDWLRQDO ODERXU DQG WKH IRUPDOLVDWLRQ RI
SRGFDVWLQJ DV D FXOWXUDO LQGXVWU\� ,Q '� /OLQDUHV� 1� )R[� 	 5� %HUU\ �(GV���
3RGFDVWLQJ� 1HZ DXUDO FXOWXUHV DQG GLJLWDO PHGLD �SS� ��±���� &KDP� 6ZLW]HUODQG�
3DOJUDYH 0DFPLOODQ�

6XOOLYDQ� -� ������ 0D\ ��� 7KH SODWIRUPV RI SRGFDVWLQJ� 3DVW DQG SUHVHQW� 6RFLDO 0HGLD
� 6RFLHW\� ����� �±���

:HVWEURRN� 5� %� ������� -RKQ 'HZH\ DQG $PHULFDQ GHPRFUDF\� ,WKDFD� 1<� &RUQHOO
8QLYHUVLW\ 3UHVV�

:HVWZRRG 2QH 3RGFDVW 1HWZRUN� �������:HVWZRRG 2QH¶V SRGFDVW GRZQORDG � )DOO
���� UHSRUW� 5HWULHYHG IURP KWWSV���ZZZ�ZHVWZRRGRQH�FRP�ZS�
FRQWHQW�XSORDGV���������:HVWZRRG�2QHV�3RGFDVW�'RZQORDG�)DOO������
5HSRUW�SGI



6HOHFWHG 3DSHUV RI �$R,5�����
7KH ��VW $QQXDO &RQIHUHQFH RI WKH
$VVRFLDWLRQ RI ,QWHUQHW 5HVHDUFKHUV

'XEOLQ ,UHODQG � ����� 2FWREHU ����

0$5.(7 ,1)250$7,21 5(*,0(6 ,1 32'&$67,1*�
)250$/,=$7,21 $1' $8',(1&( 0(75,&6

-RKQ /� 6XOOLYDQ
0XKOHQEHUJ &ROOHJH� 86$

3RGFDVWLQJ KDV WKULYHG VLQFH LWV FUHDWLRQ LQ ���� DV D EDVWLRQ IRU KRPHJURZQ� DPDWHXU
PHGLD SURGXFWLRQ� 2YHU WKH SDVW WHQ \HDUV� KRZHYHU� HQWUHSUHQHXUV DQG OHJDF\ PHGLD
FRPSDQLHV KDYH UDSLGO\ H[SDQGHG WKHLU LQWHUHVWV LQ SRGFDVWLQJ� EULQJLQJ ZLWK WKHP
SURIHVVLRQDO VWDQGDUGV DQG WKH ORJLFV RI FDSLWDO� 7KH DUULYDO RI SRGFDVWLQJ LQWR WKH
FXOWXUDO PDLQVWUHDP KDV DWWUDFWHG WKH DWWHQWLRQ RI PDMRU FRUSRUDWLRQV DQG DGYHUWLVHUV�
$GYHUWLVHUV KDYH QRW MXPSHG LQWR SRGFDVWLQJ ZLWK EOLQG IDLWK LQ WKH FRPPHUFLDO SRWHQWLDO
RI WKH PHGLXP� KRZHYHU� 5DWKHU� WKH\ KDYH LQVLVWHG XSRQ UHOLDEOH DXGLHQFH PHWULFV WR
SURWHFW WKHLU FOLHQWV DQG LQYHVWPHQWV� 8QWLO UHFHQWO\� KRZHYHU� WKHUH ZHUH QR
VWDQGDUGL]HG PHDVXUHPHQWV RI DXGLHQFH H[SRVXUH� QRU ZDV WKHUH YDOLGDWLRQ RI PHWULFV
SURYLGHG E\ D WKLUG�SDUW\ �VXFK DV 1LHOVHQ RU $UELWURQ LQ EURDGFDVW UDGLR�� 3RGFDVWLQJ
KDV ZLWQHVVHG D VSLULWHG DQG VRPHWLPHV FRQWHQWLRXV GHEDWH DPRQJ GLIIHUHQW SOD\HUV
ZLWKLQ SRGFDVWLQJ DERXW ZKLFK PHWULFV VKRXOG EHFRPH WKH VWDQGDUG� RU ZKHWKHU WKHUH LV
DQ\ SURVSHFW IRU VWDQGDUGL]DWLRQ� 7KHVH GHEDWHV XQGHUVFRUH WKH FRQWHVWHG G\QDPLFV RI
LQGXVWU\ IRUPDOL]DWLRQ�

)RUPDOL]DWLRQ LQ 3RGFDVWLQJ

7KH SRGFDVWLQJ ODQGVFDSH KDV EHHQ UHVKDSHG LQ WKH SDVW VHYHUDO \HDUV E\ DFTXLVLWLRQV
DQG PHUJHUV DPRQJ SOD\HUV LQ WKH LQGXVWU\� 0DMRU SODWIRUP VHUYLFHV OLNH 6SRWLI\� 6WLWFKHU�
*RRJOH� DQG $SSOH KDYH DOO PDGH PRYHV WR PRUH FORVHO\ ELQG FRQVXPHUV WR WKHLU
SURSULHWDU\ VHUYLFHV� WKUHDWHQLQJ WKH RSHQ DUFKLWHFWXUH RI GLVWULEXWLRQ YLD 566 �6XOOLYDQ�
������ 7KH SODWIRUPL]DWLRQ DQG LQGXVWU\ FRQVROLGDWLRQ LV IXHOLQJ ZKDW VFKRODUV FDOO
IRUPDOL]DWLRQ� )RUPDOL]DWLRQ GHVFULEHV WKH SURFHVV E\ ZKLFK ³PHGLD V\VWHPV EHFRPH
SURJUHVVLYHO\ PRUH UDWLRQDOL]HG� FRQVROLGDWHG DQG ILQDQFLDOO\ WUDQVSDUHQW´ �/REDWR 	
7KRPDV� ����� S� ���� $Q H[DPSOH RI WKH W\SH RI IRUPDOL]DWLRQ WDNLQJ SODFH RI WKH
PHGLXP FDQ EH VHHQ LQ DXGLR JLDQW 6SRWLI\¶V UHFHQW DFTXLVLWLRQV RI SRGFDVWLQJ
SURGXFWLRQ FRPSDQ\ *LPOHW� SRGFDVW KRVW $QFKRU�IP �+X� ������ DQG LWV ����
DFTXLVLWLRQ RI WKH VSRUWV SRGFDVW QHWZRUN 7KH 5LQJHU �5REHUWVRQ 	 6FKHLEHU� ������



�

7UDGH FRQYHQWLRQV OLNH 3RGFDVW 0RYHPHQW KDYH DOVR HPHUJHG DV NH\ VRFLDOL]DWLRQ
YHQXHV IRU LQVWLOOLQJ WKH YDOXHV RI HQWUHSUHQHXULVP LQWR SRGFDVW SURGXFWLRQ �6XOOLYDQ�
������

(PHUJLQJ 0DUNHW 5HJLPHV LQ 3RGFDVWLQJ

7KH UHFHQW LQWURGXFWLRQ RI VWDQGDUGL]HG DXGLHQFH PHWULF SURPLVHV WR DFFHOHUDWH WKH
IRUPDOL]DWLRQ RI SRGFDVWLQJ� , DUJXH LQ WKLV SDSHU WKDW WKH GHYHORSPHQW RI DXGLHQFH
PHWULFV IRU SRGFDVWLQJ UHSUHVHQWV WKH HPHUJHQFH RI D PDUNHW LQIRUPDWLRQ UHJLPH� $
PDUNHW LQIRUPDWLRQ UHJLPH� DV FRQFHSWXDOL]HG E\ $QDQG DQG 3HWHUVRQ ������ S� ����� LV
FRPSULVHG RI ³UHJXODUO\ XSGDWHG LQIRUPDWLRQ DERXW PDUNHW DFWLYLW\ SURYLGHG E\ DQ
LQGHSHQGHQW VXSSOLHU� SUHVHQWHG LQ D SUHGLFWDEOH IRUPDW ZLWK FRQVLVWHQW IUHTXHQF\� DQG
DYDLODEOH WR DOO LQWHUHVWHG SDUWLHV DW D QRPLQDO FRVW�´ 7KHVH UHJLPHV DUH VRFLDOO\�
FRQVWUXFWHG PHFKDQLVPV WKDW DOORZ IRU SOD\HUV ZLWKLQ D PDUNHWSODFH WR JDXJH
FRPSHWLWLRQ� EHQFKPDUN WKHLU RZQ SHUIRUPDQFH� VHW JRDOV� DQG HQJDJH LQ PDUNHWSODFH
VXUYHLOODQFH� $V .RVWHULFK DQG 1DSROL ������ S� ���� QRWH� WKH LQIRUPDWLRQ WKDW WKHVH
PDUNHW UHJLPHV SURYLGH WR PHGLD FUHDWRUV DQG FRPSDQLHV ³EHFRPHV IXQGDPHQWDO WR
KRZ PDUNHWSODFH SDUWLFLSDQWV SHUFHLYH WKH G\QDPLFV RI WKHLU PDUNHW� DQG WKXV DIIHFWV
RUJDQL]DWLRQDO VWUDWHJ\ DQG GHFLVLRQ PDNLQJ� 7KH\ DUH� HVVHQWLDOO\� WKH DJUHHG XSRQ
OHQV WKURXJK ZKLFK PDUNHWSODFH SDUWLFLSDQWV SHUFHLYH WKHLU ZRUOG�´ /HJDF\ PHGLD VXFK
DV EURDGFDVW WHOHYLVLRQ DQG UDGLR KDYH ILUPO\ HVWDEOLVKHG PDUNHW LQIRUPDWLRQ UHJLPHV
WKDW VWUHWFK EDFN IRU GHFDGHV LQ WKH IRUP RI DXGLHQFH UDWLQJV �%X]]DUG� ����� :HEVWHU
HW DO�� ������ DOWKRXJK WKH LQWURGXFWLRQ RI VRFLDO PHGLD DQDO\WLFV �'¶KHHU 	 9HUGHJHP�
����� .RVWHULFK 	 1DSROL� ����� DQG RQOLQH GLVWULEXWLRQ YLD VWUHDPLQJ SODWIRUPV
�$OH[DQGHU� ����� 6WHLQEHUJ� ����� KDYH EHJXQ WR GLVUXSW WKH VWDWXV TXR�

, WUDFH WKH GHYHORSPHQW RI PDUNHW LQIRUPDWLRQ UHJLPHV LQ SRGFDVWLQJ E\ ILUVW RXWOLQLQJ
WKH FRQWHVWHG DXGLHQFH PHWULFV LQ WKH PLG�����V� %HJLQQLQJ DV HDUO\ DV �����
SURPLQHQW SRGFDVW KRVWLQJ FRPSDQLHV FRPSHWHG IRU SRGFDVWHUV �WKHLU FXVWRPHUV� E\
RIIHULQJ LQIRUPDWLRQ DERXW WKH QXPEHU RI GRZQORDGV IRU HDFK DXGLR ILOH ± RU HSLVRGH ±
WKDW ZDV KRVWHG RQ WKHLU VHUYHUV� 7KH ³GRZQORDG SHU HSLVRGH´ �'3(� QXPEHU EHFDPH
VRPHWKLQJ RI DQ LQGXVWU\ VWDQGDUG IRU PHDVXULQJ DXGLHQFH VL]H� WKRXJK SRGFDVW KRVWV
GHYHORSHG WKHLU RZQ SURSULHWDU\ PHDQV IRU PHDVXULQJ WKLV QXPEHU� 6SRWLI\¶V HQWU\ LQWR
SRGFDVWLQJ DV D PDMRU VWUHDPLQJ SODWIRUP IXUWKHU FRPSOLFDWHG SRGFDVW DXGLHQFH
PHDVXUHPHQW E\ LQWURGXFLQJ QHZ PHDQV RI DFFHVVLQJ SRGFDVW FRQWHQW YLD VWUHDPLQJ RU
³SURJUHVVLYH GRZQORDGLQJ�´

7KH VHFRQG VWDJH LQ WKH IRUPDOL]DWLRQ RI SRGFDVW PHWULFV ZDV EURXJKW DERXW LQ SDUW E\
$SSOH� ZKLFK EHJDQ WR RIIHU DQRQ\PL]HG GRZQORDG PHWULFV WR LQGLYLGXDO SRGFDVWHUV IRU
IUHH LQ ���� �.DIND� ������ $SSOH¶V PRYH WR SURYLGH GRZQORDG VWDWV ZDV VLJQLILFDQW GXH
WR $SSOH¶V FHQWUDO UROH DV RQH RI ROGHVW DQG ODUJHVW SRGFDVW GLVWULEXWRUV� 7KH GRZQORDG
VWDWLVWLFV RIIHUHG E\ $SSOH JDYH SRGFDVWHUV D JOLPSVH LQWR WKHLU DXGLHQFH� WKRXJK LW ZDV
OLPLWHG WR OLVWHQHUV DFFHVVLQJ WKHLU SRGFDVWV RQ $SSOH GHYLFHV RU YLD WKH $SSOH 3RGFDVWV
$3,� $W WKH VDPH WLPH� NH\ PDUNHW SOD\HUV LQ SRGFDVWLQJ IRUPHG D WHFKQLFDO ZRUNLQJ
JURXS XQGHU WKH DXVSLFHV RI WKH ,QWHUQHW $GYHUWLVLQJ %XUHDX �,$%� WR FUHDWH WKH SRGFDVW
PHDVXUHPHQW JXLGHOLQHV �,QWHUDFWLYH $GYHUWLVLQJ %XUHDX� ������ :LWK WKH ,$% DJUHHLQJ
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WR ³FHUWLI\´ SRGFDVW KRVWLQJ FRPSDQLHV IRU FRPSOLDQFH ZLWK WKHVH JXLGHOLQHV� WKH VWDJH
ZDV VHW IRU D IXOO IRUPDOL]DWLRQ RI SRGFDVW FRQVXPSWLRQ PHWULFV�

,Q WKH FRQFOXVLRQ� , DUJXH WKDW WKH HPHUJHQFH RI D PDUNHW LQIRUPDWLRQ UHJLPH IRU
SRGFDVWLQJ VHUYHV WR VWUHDPOLQH WKH IRUPDOL]DWLRQ RI WKH PHGLXP DORQJ WKH OLQHV RI
OHJDF\ PHGLD VXFK DV EURDGFDVW WHOHYLVLRQ DQG UDGLR� 7KH VKLIW WRZDUG VWDQGDUGL]HG
PHWULFV PD\ DOVR IXUWKHU SURIHVVLRQDOL]H WKH PHGLXP� PRYLQJ LW IXUWKHU DZD\ IURP LWV
URRWV LQ DPDWHXU FRQWHQW�
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KWWSV���GRL�RUJ�������������������������



�

/REDWR� 5�� 	 7KRPDV� -� ������� 7KH ,QIRUPDO 0HGLD (FRQRP\ �� HGLWLRQ�� 3ROLW\�

5REHUWVRQ� .�� 	 6FKHLEHU� 1� ������ )HEUXDU\ ��� 6SRWLI\ ,V %X\LQJ 7KH 5LQJHU� 7KH
1HZ <RUN 7LPHV� KWWSV���ZZZ�Q\WLPHV�FRP������������EXVLQHVV�PHGLD�VSRWLI\�
WKH�ULQJHU�ELOO�VLPPRQV�KWPO

6WHLQEHUJ� %� ������ 2FWREHU ���� 1LHOVHQ 6D\V ,W :LOO 0HDVXUH $XGLHQFHV IRU 79
(SLVRGHV 7KDW 6WUHDP 9LD 1HWIOL[� 9DULHW\�
KWWSV���YDULHW\�FRP������WY�QHZV�QLHOVHQ�PHDVXUHPHQW�QHWIOL[������������

6XOOLYDQ� -� /� ������� 3RGFDVW 0RYHPHQW� $VSLUDWLRQDO /DERXU DQG WKH )RUPDOLVDWLRQ RI
3RGFDVWLQJ DV D &XOWXUDO ,QGXVWU\� ,Q '� /OLQDUHV� 1� )R[� 	 5� %HUU\ �(GV���
3RGFDVWLQJ� 1HZ $XUDO &XOWXUHV DQG 'LJLWDO 0HGLD �SS� ��±���� 3DOJUDYH
0DFPLOODQ�

6XOOLYDQ� -� /� ������� 7KH 3ODWIRUPV RI 3RGFDVWLQJ� 3DVW DQG 3UHVHQW� 6RFLDO 0HGLD �
6RFLHW\� ����� KWWSV���GRL�RUJ�������������������������

:HEVWHU� -� *�� 3KDOHQ� 3� )�� 	 /LFKW\� /� :� ������� 5DWLQJV $QDO\VLV� $XGLHQFH
0HDVXUHPHQW DQG $QDO\WLFV ��WK HGLWLRQ�� 5RXWOHGJH�


