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IRFXVLQJ� LQ� SDUWLFXODU� RQ� ILQDQFLDO� DQG� ILVFDO� LQVWUXPHQWV� EXW� DOVR� FRYHULQJ� D� UDQJH� RI� RWKHU� SROLFLHV
DIIHFWLQJ�WKH�IUDPHZRUN�FRQGLWLRQV�IRU�5	'�DQG�WHFKQRORJLFDO�LQQRYDWLRQ�LQ�WKH�(8���$IWHU�UHYLHZLQJ�WKH
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7KLV�UHSRUW��DV�ZHOO�DV�WKH�UHSRUWV�RI�WKH�RWKHU�([SHUW�*URXSV�� LV�DYDLODEOH�RQ�WKH�&RPPLVVLRQ�:HE�VLWH
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([HFXWLYH�6XPPDU\
7KH�(8�ZLOO�QRW�KLW�WKH����WDUJHW�IRU�5	'�DV�D�SURSRUWLRQ�RI�*'3�E\������XQOHVV
GUDVWLF�DFWLRQ�LV�WDNHQ�WR�VWLPXODWH�SULYDWH�VHFWRU�5	'�H[SHQGLWXUH���,QGXVWU\�LV
H[SHFWHG�WR�VSHQG�XS�WR����RI�*'3�RQ�5	'�E\�������EXW�WKLV�OHYHO�ZLOO�QRW�EH
DWWDLQHG�ZLWKRXW�VXSSRUW�IURP�JRYHUQPHQWV�DQG�WKH�(XURSHDQ�&RPPLVVLRQ�DORQJ
PDQ\�IURQWV���,Q�SDUWLFXODU��DOWKRXJK�FRQYHQWLRQDO�5	'�SROLFLHV�DQG�ILQDQFLDO�DQG
ILVFDO�5	'�SROLF\�LQVWUXPHQWV�KDYH�D�FULWLFDO�UROH�WR�SOD\�LQ�SURYLGLQJ�WKLV�VXSSRUW�
WKH\�ZLOO�QHHG�WR�EH�FRPSOHPHQWHG�E\�DGGLWLRQDO�SROLFLHV�WKDW�DIIHFW��DPRQJVW
RWKHU�WKLQJV��WKH�VXSSO\�RI�UHVHDUFKHUV��WKH�GHPDQG�IRU�LQQRYDWLYH�JRRGV�DQG
VHUYLFHV��DQG�WKH�JHQHUDO�KHDOWK�RI�QDWLRQDO�DQG�UHJLRQDO�LQQRYDWLRQ�V\VWHPV
DFURVV�WKH�OHQJWK�DQG�EUHDGWK�RI�WKH�(8�
'UDVWLF�PHDVXUHV�DORQJ�D�EURDG�IURQW�DUH�QHHGHG�IRU�WZR�PDLQ�UHDVRQV���)LUVW�LV
WKH�QDWXUH�DQG�VFDOH�RI�WKH�SUREOHP���,I�WKH�(8�LV�WR�PDWFK�WKH�5	'�IXQGLQJ
OHYHOV�RI�WKH�86$�DV�D�SURSRUWLRQ�RI�*'3��LQGXVWULDO�UHVWUXFWXULQJ�LV�UHTXLUHG��ZLWK
WKH�EDODQFH�VKLIWLQJ�IURP�HFRQRPLHV�GRPLQDWHG�E\�ORZ��WR�PHGLXP�WHFK�60(V�WR
RQHV�LQ�ZKLFK�JOREDO�01&V�LQWHUDFW�ZLWK�D�ULFK�PL[�RI�UHVHDUFK�RULHQWHG
LQVWLWXWLRQV�DQG�5	'�LQWHQVLYH�ILUPV�RI�GLIIHUHQW�VL]HV�LQ�QHZ�DQG�UDSLGO\
H[SDQGLQJ�OHDG�PDUNHWV���6HFRQG��D�EURDG�VSHFWUXP�RI�SROLF\�PHDVXUHV�LV
QHFHVVLWDWHG�EHFDXVH�5	'�H[SHQGLWXUH�OHYHOV�DUH�YLWDOO\�GHSHQGHQW�RQ�WKH�KHDOWK
DQG�G\QDPLVP�RI�WKH�RYHUDOO�LQQRYDWLRQ�V\VWHPV�LQ�ZKLFK�ILUPV�RSHUDWH��DQG
PDQ\�RI�WKHVH�DFURVV�WKH�(8�DUH�FXUUHQWO\�QRW�VWURQJ�HQRXJK�WR�VXSSRUW
LQFUHDVHG�5	'�OHYHOV���,Q�SDUWLFXODU��GHPDQG�LV�ZHDN�DQG�WKH�VXSSO\�RI
UHVHDUFKHUV�WRR�ORZ�
7KH�SUHFLVH�PL[�RI�SROLFLHV�ZLOO�YDU\�IURP�RQH�VHWWLQJ�WR�DQRWKHU�ZLWKLQ�WKH�(8�
EXW�LQ�DOO�VHWWLQJV�WKHUH�ZLOO�EH�D�QHHG�WR�FRQVWUXFW�KROLVWLF�SROLF\�SRUWIROLRV
FRQWDLQLQJ�D�YDULHW\�RI�IRFXVHG�SDFNDJHV�RI�ILQDQFLDO�DQG�ILVFDO�5	'�VXSSRUW
LQVWUXPHQWV�DQG�RWKHU�PHDVXUHV�DIIHFWLQJ�WKH�JHQHUDO�HQYLURQPHQW�LQ�ZKLFK
LQGXVWULDO�5	'�WDNHV�SODFH���7KHVH�LQFOXGH��IRU�H[DPSOH��PHDVXUHV�DGGUHVVLQJ
RYHUDOO�PDFURHFRQRPLF�FRQGLWLRQV�DQG�ILQDQFLDO�DQG�ODERXU�PDUNHWV��FKDQJHV�LQ
FRPSHWLWLRQ�SROLF\�DQG�D�KRVW�RI�UHJXODWRU\�UHJLPHV�DIIHFWLQJ�LQQRYDWLRQ��WUDGH
DQG�LQGXVWULDO�GHYHORSPHQW��HGXFDWLRQDO�PHDVXUHV�LQIOXHQFLQJ�WKH�VXSSO\�RI
UHVHDUFKHUV�DQG�OHYHOV�RI�HQWUHSUHQHXUVKLS�ZLWKLQ�VRFLHW\��DQG��FULWLFDOO\��VXSSRUW
IRU�5	'�LQ�SXEOLF�VHFWRU�LQVWLWXWLRQV�
)RXU�URXWHV�LQ�SDUWLFXODU�ZLOO�QHHG�WR�EH�FRQWHPSODWHG�E\�SROLF\PDNHUV
DWWHPSWLQJ�WR�UDLVH�5	'�OHYHOV�DFURVV�WKH�(8���,Q�WKH�VKRUW�WHUP��WKH�URXWH�OLNHO\
WR�OHDG�WR�WKH�PRVW�GUDPDWLF�LQFUHDVHV�LQ�5	'�LQYROYHV�PDNLQJ�WKH�(8�DQ
DWWUDFWLYH�SODFH�IRU�5	'�LQWHQVLYH�01&V�WR�JURZ�RU�UHORFDWH�5	'�FDSDFLW\���5	'
LV�DOVR�OLNHO\�WR�EH�FRQVLGHUDEO\�HQKDQFHG�LQ�WKH�ORQJHU�WHUP�E\�HIIRUWV�WR�FUHDWH�D
IDYRXUDEOH�HQYLURQPHQW�IRU�WKH�FUHDWLRQ�DQG�VXSSRUW�RI�G\QDPLF��5	'�LQWHQVLYH
60(V�LQ�QHZ�DQG�H[LVWLQJ�KLJK�WHFKQRORJ\�DUHDV�ZLWK�D�KLJK�SRWHQWLDO�IRU�JURZWK�
2WKHU�URXWHV�LQFOXGH�ERRVWLQJ�5	'�DFWLYLWLHV�ZLWKLQ�H[LVWLQJ�PRGHUDWHO\�5	'�
LQWHQVLYH�ILUPV��DQG�H[SDQGLQJ�WKH�5	'�FRPPXQLW\�E\�HQDEOLQJ�QRQ�5	'
SHUIRUPHUV�WR�HQWHU�WKH�IROG�
)RU�HDFK�RI�WKHVH�URXWHV�D�ZLGH�YDULHW\�RI�SROLF\�PHFKDQLVPV�VKRXOG�EH
GHSOR\HG���)RU�WKH�URXWHV�LQYROYLQJ�WKH�FUHDWLRQ�RI�QHZ�5	'�LQWHQVLYH�60(V�DQG
WKH�LQLWLDWLRQ�RI�5	'�DFWLYLWLHV�LQ�QRQ�5	'�SHUIRUPHUV��FDWDO\WLF�ULVN�FDSLWDO�DQG
JXDUDQWHH�LQVWUXPHQWV�DQG�PHDVXUHV�VXSSRUWLQJ�LQIRUPDWLRQ�H[FKDQJH�DQG
QHWZRUNLQJ�DUH�FHQWUDO�WR�WKH�WDVN���,Q�FRQWUDVW��GLUHFW�PHDVXUHV�VXFK�DV�VXSSRUW
IRU�5	'�SURMHFWV�DQG�SXEOLF�WHFKQRORJ\�SURFXUHPHQW�FDQ�FRPELQH�ZLWK�LQGLUHFW
ILVFDO�PHDVXUHV�WR�IRUP�D�FULWLFDO�SROLF\�IRFXV�IRU�LQFUHDVLQJ�H[LVWLQJ�5	'
LQYHVWPHQW�ZLWKLQ�PDQ\�RI�WKH�PHGLXP��WR�KLJK�WHFK�5	'�SHUIRUPHUV���,Q�WHUPV
RI�DWWUDFWLQJ�01&V��KRZHYHU��SROLFLHV�DIIHFWLQJ�IUDPHZRUN�FRQGLWLRQV�VXFK�DV�WKH
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TXDQWLW\��TXDOLW\�DQG�DFFHVVLELOLW\�RI�UHVHDUFKHUV�DQG�HIIRUWV�WR�UHGXFH�WKH
UHJXODWRU\�EXUGHQ�RQ�ILUPV�RSHUDWLQJ�LQ�GLIIHUHQW�SURGXFW�PDUNHWV�ZLOO�EH�DV��LI
QRW�PRUH��LPSRUWDQW�WKDQ�PRVW�ILQDQFLDO�DQG�ILVFDO�PHDVXUHV�
:KLFK�SROLF\�PL[HV�DUH�FKRVHQ�DQG�ZKLFK�URXWHV�VHOHFWHG�ZLOO�GHSHQG�RQ�WKH
VSHFLILF�SUREOHPV�IDFHG�LQ�GLIIHUHQW�FRQWH[WV���,Q�VRPH�RI�WKH�ODUJHU�DQG�PRUH
PDWXUH�HFRQRPLHV�LQ�WKH�(8��LW�ZLOO�EH�QHFHVVDU\�WR�WDNH�DOO�URXWHV���0RVW�RI�WKH
5	'�FXUUHQWO\�XQGHUWDNHQ�LQ�WKH�(8�LV�FRQGXFWHG�LQ�WKHVH�FRXQWULHV��DQG�WKH
DJJUHJDWH����WDUJHW�ZLOO�FHUWDLQO\�EH�PLVVHG�LI�WKHVH�HFRQRPLHV�GR�QRW�UDLVH
5	'�OHYHOV�VXEVWDQWLDOO\���%HFDXVH�RI�WKHLU�PDWXUH�LQQRYDWLRQ�V\VWHPV�DQG
DVVRFLDWHG�SROLF\PDNLQJ�H[SHULHQFH��KRZHYHU��WKHVH�0HPEHU�6WDWHV�DUH�LQ�D
JRRG�SRVLWLRQ�WR�HYROYH�VWUDWHJLHV�IRU�DOO�IRXU�URXWHV�
,Q�FRQWUDVW��VRPH�RI�WKH�FRKHVLRQ�DQG�DFFHVVLRQ�FRXQWULHV�DUH�QRW�VR�ZHOO�SODFHG�
7KHUH�DUH�IHZHU�ZRUOG�FODVV�FHQWUHV�RI�DFDGHPLF�H[FHOOHQFH�WR�DFW�DV�JURZWK
SROHV�IRU�UHJLRQDO�GHYHORSPHQW��UHODWLYHO\�PHDJUH�FRQFHQWUDWLRQV�RI�LQGXVWULDO
5	'�SHUIRUPHUV��DQG�ZHDN�GHPDQG�IRU�LQQRYDWLYH�JRRGV�DQG�VHUYLFHV���(IIRUWV
KHUH�PLJKW�WKHUHIRUH�IRFXV�RQ�SROLF\�FRPELQDWLRQV�ZKLFK�FRXSOH�PXOWLSOH�ILQDQFLDO
DQG�ILVFDO�5	'�VXSSRUW�PHDVXUHV�LQ�D�IHZ�FDUHIXOO\�VHOHFWHG�LQGXVWULDO�VHFWRUV
ZLWK�D�VWURQJ�IRFXV�RQ�SROLFLHV�FDSDEOH�RI�VWLPXODWLQJ�GHPDQG�DQG�DEVRUSWLYH
FDSDFLW\�LQ�WKH�HFRQRP\�JHQHUDOO\�
&DUHIXO�DQDO\VHV�RI�VWUHQJWKV��ZHDNQHVVHV��RSSRUWXQLWLHV�DQG�WKUHDWV�DUH�QHHGHG
LI�DSSURSULDWH�SROLF\�PL[HV�DUH�WR�EH�FKRVHQ���,Q�WXUQ��WKLV�GHSHQGV�RQ�WKH
VWUDWHJLF�LQWHOOLJHQFH�DYDLODEOH�WR�SROLF\PDNHUV��DQG�YDVW�LPSURYHPHQWV�DUH
QHHGHG�LQ�WKLV�VSKHUH�LI�ZLVH�GHFLVLRQV�DUH�WR�UHVXOW���,Q�SDUWLFXODU��EHWWHU�GDWD
DUH�UHTXLUHG�RQ�WKH�VSUHDG�RI�LQGXVWULDO�5	'�DFWLYLWLHV�ERWK�ZLWKLQ�DQG�DFURVV
0HPEHU�6WDWHV��EHWWHU�V\VWHPV�RI�HYDOXDWLRQ�DUH�QHHGHG�WR�DVVHVV�WKH�HIILFDF\�RI
GLIIHUHQW�SROLF\�PHFKDQLVPV��PRUH�IRUHVLJKW�H[HUFLVHV�DUH�QHFHVVDU\�LQ�RUGHU�WR
UHYLHZ�DQG�GLVFXVV�RSWLRQV�DQG�RSSRUWXQLWLHV��DQG�OHDUQLQJ�YLD�WKH�VKDULQJ�DQG
EHQFKPDUNLQJ�RI�FRPSDUDWLYH�SHUIRUPDQFH�DQG�EHVW�SUDFWLFH�QHHGV�WR�EH�JUHDWO\
LPSURYHG�
7KH�FKRLFH�RI�LQGLYLGXDO�ILQDQFLDO�DQG�ILVFDO�5	'�VXSSRUW�PHDVXUHV�GHSHQGV�RQ
WKHLU�VSHFLILFLW\��RU�ILW�IRU�SXUSRVH��DQG�WKHLU�SRWHQWLDO�LPSDFW���7KHVH�YDU\�JUHDWO\
IURP�RQH�LQVWUXPHQW�WR�DQRWKHU���6HSDUDWH�UHSRUWV�UHYLHZLQJ�WKHVH�DVSHFWV�
WRJHWKHU�ZLWK�KLQWV�DQG�WLSV�FRQFHUQLQJ�JRRG�SUDFWLFH��IUHVK�DSSURDFKHV�DQG
JXLGHOLQHV�IRU�WKH�IXWXUH��ZHUH�SURGXFHG�E\�D�VHULHV�RI�([SHUW�*URXSV�DQG�DUH
VXPPDULVHG�LQ�WKLV�UHSRUW���7KH�KRSH�LV�WKDW�WKHVH�UHYLHZV�FDQ�EH�RI�VRPH
DVVLVWDQFH�WR�SROLF\PDNHUV�ZKHQ�FRQWHPSODWLQJ�WKH�XVH�RI�GLIIHUHQW�W\SHV�RI
PHDVXUH�DQG�FRQVWUXFWLQJ�SROLF\�PL[HV�
6LPLODUO\��WKLV�UHSRUW�DOVR�FRQWDLQV�DQ�RYHUYLHZ�RI�VRPH�RI�WKH�PDLQ�IUDPHZRUN
FRQGLWLRQV�DQG�DVVRFLDWHG�SROLFLHV�WKDW�DIIHFW�5	'�DQG�LQQRYDWLRQ�DFWLYLWLHV�
WRJHWKHU�ZLWK�PDQ\�UHFRPPHQGDWLRQV�LQWHQGHG�WR�VWUHQJWKHQ�(8�LQQRYDWLRQ
V\VWHPV�DQG�UDLVH�SULYDWH�VHFWRU�5	'�OHYHOV���$JDLQ�WKH�KRSH�LV�WKDW�WKHVH
VXJJHVWLRQV�FDQ�LQIRUP�WKH�FKRLFHV�PDGH�E\�SROLF\PDNHUV�DFURVV�WKH�(8���7KH
PRVW�LPSRUWDQW�RI�WKHVH��KRZHYHU��LV�DGGUHVVHG�WR�WKH�(XURSHDQ�&RXQFLO�
$OWKRXJK�VHWWLQJ�D�WDUJHW�IRU�5	'�LQWHQVLW\�DW�%DUFHORQD�ZDV�D�ZHOFRPH�ILUVW�VWHS
WKDW�KDV�VWLPXODWHG�PXFK�FRQVWUXFWLYH�SROLF\�WKLQNLQJ��LW�QRZ�QHHGV�WR�EH
FRPSOHPHQWHG�E\�IXUWKHU�DFWLRQV�IRFXVLQJ�RQ�LPSURYHPHQWV�HOVHZKHUH�LQ�WKH�(8
LQQRYDWLRQ�V\VWHP���,Q�SDUWLFXODU��WKH�(XURSHDQ�&RXQFLO�QHHGV�WR�EH�DZDUH�WKDW
VHWWLQJ�DQG�DWWDLQLQJ�DGGLWLRQDO�LQQRYDWLRQ�V\VWHP�WDUJHWV�UHODWHG�WR�WKH�VXSSO\�RI
UHVHDUFKHUV��WKH�H[SORLWDWLRQ�RI�5	'�DQG�WKH�GLIIXVLRQ�RI�LQQRYDWLRQV�DUH
QHFHVVDU\�QH[W�VWHSV�LI�ERWK�WKH�%DUFHORQD�DQG�/LVERQ�WDUJHWV�DUH�WR�EH�UHDFKHG�
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7KH�/LVERQ�(XURSHDQ�&RXQFLO�PHHWLQJ�RI�0DUFK������VHW�WKH�(XURSHDQ�8QLRQ
�(8��WKH�JRDO�RI�EHFRPLQJ�WKH�PRVW�FRPSHWLWLYH�DQG�G\QDPLF�NQRZOHGJH�EDVHG
HFRQRP\�LQ�WKH�ZRUOG���$W�D�IXUWKHU�PHHWLQJ�LQ�%DUFHORQD�LQ�0DUFK�������LQ�D
FRQWH[W�RI�FRQFHUQ�RYHU�WKH�JURZLQJ�GLVSDULW\�EHWZHHQ�UHVHDUFK�DQG
GHYHORSPHQW��5	'��LQYHVWPHQW�OHYHOV�LQ�WKH�(8�FRPSDUHG�ZLWK�WKH�86$�DQG
-DSDQ��5	'�ZDV�VLWXDWHG�DW�WKH�KHDUW�RI�WKH�GHYHORSPHQW�VWUDWHJ\�YLD�QHZ
WDUJHWV�IRU�(8�5	'�LQYHVWPHQW��ZLWK�DJJUHJDWH�OHYHOV�VHW�WR�ULVH�IURP������RI
*'3�WRZDUGV����RI�*'3�E\��������7KH�&RXQFLO�DOVR�VXJJHVWHG�WKDW�WKH�SULYDWH
VHFWRU�VKRXOG�SURYLGH�WZR�WKLUGV�RI�WKH�QHHGHG�5	'�LQYHVWPHQW�
7KH�WDVN�RI�UDLVLQJ�LQGXVWULDO�5	'�LQYHVWPHQW�OHYHOV�LV�SULPDULO\�WKH�UHVSRQVLELOLW\
RI�LQGXVWU\�LWVHOI���7KHUH�LV�VWLOO�D�UROH�IRU�WKH�SXEOLF�VHFWRU�WR�SOD\��KRZHYHU��DQG
PDQ\�DUHDV�ZKHUH�WKH�UHVSRQVLELOLW\�FDQ�EH�VKDUHG���$�VHULHV�RI�([SHUW�*URXSV
ZHUH�WKXV�VHW�XS�E\�WKH�(XURSHDQ�&RPPLVVLRQ�WR�H[SORUH�DQG�HQKDQFH�WKH
SRWHQWLDO�RI�SXEOLF�SROLF\�LQVWUXPHQWV�WR�VWLPXODWH�SULYDWH�VHFWRU�5	'�LQYHVWPHQW
OHYHOV���7KHVH�OHYHOV�DUH�DIIHFWHG�E\�D�YDULHW\�RI�IUDPHZRUN�FRQGLWLRQV�DQG
SROLFLHV�JRYHUQLQJ�EXVLQHVV�EHKDYLRXU�JHQHUDOO\�DQG�5	'�DQG�LQQRYDWLRQ
DFWLYLWLHV�LQ�SDUWLFXODU��EXW�WKHUH�ZDV�D�VSHFLILF�LQWHUHVW�LQ�ILQDQFLDO�DQG
ILVFDO�PHDVXUHV�DIIHFWLQJ�WKH�SULYDWH�VHFWRU¶V�DFFHVV�WR��DQG�XVH�RI�
ILQDQFH�IRU�5	'���7KHVH�PHDVXUHV�IDOO�LQWR�WKH�WKUHH�FDWHJRULHV�VKRZQ�LQ
([KLELW�����DQG�GHVFULEHG�IXUWKHU�ERWK�EHORZ�DQG�LQ�([KLELW�����

• 'LUHFW�)LQDQFLDO�5	'�0HDVXUHV�LQYROYH�WKH�GLUHFW�WUDQVIHU�RI�ILQDQFLDO
VXSSRUW�IRU�5	'�IURP�WKH�SXEOLF�WR�WKH�SULYDWH�VHFWRU�YLD�JUDQWV�
FRQGLWLRQDO�ORDQV�HWF��

• ,QGLUHFW�)LVFDO�5	'�0HDVXUHV��RIWHQ�VKRUWHQHG�WR�,QGLUHFW�RU�)LVFDO
PHDVXUHV��LQYROYH�WKH�SXEOLF�VHFWRU�IRUVDNLQJ�WD[�LQFRPH�IURP�WKH
SULYDWH�VHFWRU�LQ�H[FKDQJH�IRU�DSSURYHG�5	'�LQYHVWPHQW�EHKDYLRXU�

• &DWDO\WLF�)LQDQFLDO�5	'�0HDVXUHV�DUH�DFWLRQV�WDNHQ�E\�WKH�SXEOLF
VHFWRU�WKDW�KHOS�5	'�SHUIRUPHUV�DFFHVV�H[WHUQDO�SULYDWH�VHFWRU�VRXUFHV
RI�ILQDQFH�±�ZKLFK�FDQ�WKHQ�EH�XVHG�HLWKHU�WR�ILQDQFH�5	'�GLUHFWO\�RU�WR
JHQHUDWH�SURILW��VRPH�RI�ZKLFK�ZLOO�EH�UH�LQYHVWHG�LQ�5	'���7\SLFDO
&DWDO\WLF�0HDVXUHV�DUH�

o 5LVN�&DSLWDO�0HDVXUHV��L�H��PHDVXUHV�WDNHQ�E\�WKH�SXEOLF
VHFWRU�ZKLFK�FDWDO\VH�WKH�IORZ�DQG�XVH�RI�ULVN�FDSLWDO�IRU�ERWK
5	'�DQG�LQQRYDWLRQ�UHODWHG�DFWLYLWLHV�OLNHO\�WR�LQFUHDVH�5	'
LQYHVWPHQW�OHYHOV�LQ�WKH�IXWXUH�

o /RDQ�DQG�(TXLW\�*XDUDQWHH�0HDVXUHV��L�H��PHDVXUHV
ZKHUHE\�WKH�SXEOLF�VHFWRU�WULHV�WR�HQFRXUDJH�DGGLWLRQDO
LQYHVWPHQW�LQ�5	'�E\�RIIHULQJ�WR�VKDUH�SDUW�RI�WKH�ULVN�LQYROYHG
LQ�WKH�SURYLVLRQ�RI�VXSSRUW�IRU�5	'�DQG�LQQRYDWLRQ�UHODWHG
DFWLYLWLHV�

([KLELW�������)LQDQFLDO�DQG�)LVFDO�0HDVXUHV�WR�5DLVH�5	'�,QYHVWPHQW
/HYHOV
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7KH�IRXU�([SHUW�*URXSV�FRQVWLWXWHG�E\�WKH�(XURSHDQ�&RPPLVVLRQ�ZHUH�WKXV
DVNHG�WR�H[SORUH�WKH�SRWHQWLDO�RI�

• 'LUHFW�0HDVXUHV�
• ,QGLUHFW�)LVFDO�0HDVXUHV�
• 5LVN�&DSLWDO�0HDVXUHV�
• /RDQ�DQG�(TXLW\�*XDUDQWHH�0HDVXUHV�

$�ILIWK�([SHUW�*URXS��WKH�3ROLF\�0L[�([SHUW�*URXS��ZDV�VHW�XS�WR�FRRUGLQDWH
WKH�DFWLYLWLHV�RI�WKH�RWKHU�JURXSV�DQG�SURYLGH�D�FRPPRQ�PHWKRGRORJLFDO
IUDPHZRUN���6SHFLILFDOO\��LWV�UHPLW�ZDV�ILUVWO\��³WR�LGHQWLI\�KRZ�SXEOLF�ILQDQFLDO
VXSSRUW�PHFKDQLVPV�FDQ�FRQWULEXWH�PRUH�HIIHFWLYHO\��ERWK�LQGLYLGXDOO\�DQG�LQ
FRPELQDWLRQ��WR�VWLPXODWLQJ�SULYDWH�LQYHVWPHQW�LQ�UHVHDUFK´��DQG�VHFRQGO\�WR�RIIHU
UHFRPPHQGDWLRQV�FRQFHUQLQJ�WKH�FRQVWLWXWLRQ�RI�DSSURSULDWH�SROLF\�PL[HV�LQ
GLIIHUHQW�FRQWH[WV�
$�NH\�WDVN�RI�WKH�3ROLF\�0L[�([SHUW�*URXS�ZDV�WR�V\QWKHVLVH�WKH�ZRUN�RI�WKH�RWKHU
([SHUW�*URXSV�DQG�IRFXV�RQ�WKH�SRWHQWLDO�RI�WKH�IRXU�W\SHV�RI�ILQDQFLDO�DQG�ILVFDO
LQVWUXPHQWV�ZKHQ�XVHG�ERWK�DORQH�DQG�LQ�FRPELQDWLRQ���+RZHYHU��GXULQJ�LWV�HDUO\
GHOLEHUDWLRQV��WKH�3ROLF\�0L[�([SHUW�*URXS�GHFLGHG�WR�SUHIDFH�WKLV�ZRUN�ZLWK�DQ
DQDO\VLV�RI�WKH�GLPHQVLRQV�DQG�FDXVHV�RI�WKH�JURZLQJ�JDS�LQ�5	'�LQYHVWPHQW
OHYHOV�EHWZHHQ�WKH�(8�DQG�HOVHZKHUH��DQG�ZLWK�D�UHYLHZ�RI�WKH�QDWXUH�DQG
SRWHQWLDO�RI�D�EURDG�UDQJH�RI�SROLF\�LQVWUXPHQWV�WR�DIIHFW�5	'�LQYHVWPHQW�OHYHOV�
7KHVH�HIIRUWV�DUH�UHIOHFWHG�LQ�6HFWLRQ���RI�WKLV�UHSRUW�
7KHVH�LQLWLDO�DQDO\WLFDO�HIIRUWV�FRQYLQFHG�WKH�3ROLF\�0L[�([SHUW�*URXS�WKDW�WKH
ILQDQFLDO�DQG�ILVFDO�LQVWUXPHQWV�EHLQJ�VWXGLHG�LQ�GHSWK�E\�WKH�RWKHU�([SHUW�*URXSV
KDG�DQ�LPSRUWDQW�SDUW�WR�SOD\�LQ�WKH�VWLPXODWLRQ�RI�SULYDWH�VHFWRU�5	'�LQYHVWPHQW
OHYHOV�ZKHQ�XVHG�HLWKHU�LQGLYLGXDOO\�RU�LQ�FRPELQDWLRQ�ZLWK�HDFK�RWKHU�
1HYHUWKHOHVV��WKH�3ROLF\�0L[�([SHUW�*URXS�DOVR�FRQFOXGHG�WKDW�WKHLU�SRWHQWLDO
LPSDFW�ZDV�PRGHVW�FRPSDUHG�ZLWK�WKH�SRWHQWLDO�RI�SROLF\�PL[HV�ZKLFK�LQYROYHG
QRW�RQO\�WKHVH�LQVWUXPHQWV�EXW�DOVR�DQ�H[SDQGHG�VHW�RI�LQVWUXPHQWV�VSDQQLQJ
SROLF\�VSKHUHV�DV�GLYHUVH�DV�HGXFDWLRQ��SXEOLF�SURFXUHPHQW�DQG�FRPSHWLWLRQ�±�DOO
RI�ZKLFK�DIIHFW�WKH�IUDPHZRUN�FRQGLWLRQV�ZLWKLQ�ZKLFK�ILUPV�RSHUDWH�DQG�ZLWKLQ
ZKLFK�5	'�LQYHVWPHQW�GHFLVLRQV�DUH�WDNHQ�
8QGHUSLQQLQJ�WKLV�FRQFOXVLRQ�ZDV�WKH�FRQYLFWLRQ��EDVHG�RQ�WKHRUHWLFDO�DQG
HPSLULFDO�FRQVLGHUDWLRQV��WKDW�FRQFHUWHG��LQWHUGHSHQGHQW�SROLF\�HIIRUWV�WR�LPSURYH
WKH�ZKROHVDOH�IXQFWLRQLQJ�RI�LQQRYDWLRQ�V\VWHPV�LQ�WKH�(8�ZRXOG�KDYH�D�IDU
JUHDWHU�LPSDFW�RQ�HYHQWXDO�5	'�LQYHVWPHQW�OHYHOV�WKDQ�WKH�DXWRQRPRXV�DQG
LQGHSHQGHQW�XVH�RI�ILQDQFLDO�DQG�ILVFDO�LQVWUXPHQWV�DORQH���,Q�SDUWLFXODU��HYHQ
WKRXJK�HIIRUWV�WR�LPSURYH�UHVHDUFK�FDSDFLW\�DUH�QHHGHG�ZLWKLQ�WKH�(8��WKHVH
KDYH�WR�EH�FRPSOHPHQWHG�E\�HIIRUWV�DLPHG�DW�LPSURYLQJ�WKH�TXDQWLW\�DQG�TXDOLW\
RI�KXPDQ�FDSLWDO��WKH�WHFKQRORJLFDO�DQG�LQQRYDWLRQ�SHUIRUPDQFH�RI�ILUPV�DQG�
HVSHFLDOO\��WKH�DEVRUSWLYH�FDSDFLW\�RI�PDUNHWV�IRU�WHFKQRORJLFDO�JRRGV�DQG
VHUYLFHV���7KH�UHVROXWLRQ�RI�GHILFLHQFLHV�LQ�WKHVH�DUHDV�DQG�WKH�FUHDWLRQ�RI�D�ZHOO
IXQFWLRQLQJ�LQQRYDWLRQ�V\VWHP�ZLOO�WKHQ�FUHDWH�D�YLUWXRXV�GHPDQG�IRU�5	'�DQG
VWLPXODWH�5	'�LQYHVWPHQW�DFFRUGLQJO\�
&RQVHTXHQWO\��6HFWLRQ���RI�WKLV�UHSRUW�FRYHUV�ZKDW�ZH�KDYH�WHUPHG�µ+ROLVWLF
3ROLF\¶�VROXWLRQV�ZKLOH�6HFWLRQ���FRQFHQWUDWHV�RQ�µ)RFXVHG�3ROLF\¶�VROXWLRQV�
+ROLVWLF�3ROLF\�VROXWLRQV�WR�WKH�SUREOHP�RI�UDLVLQJ�5	'�LQYHVWPHQW�OHYHOV�DUH�WKRVH
ZKLFK�LQYROYH�SROLF\�DFWLRQV�DORQJ�D�GLYHUVH�IURQW��ZKLOH�)RFXVHG�3ROLF\�VROXWLRQV
±�D�VXEVHW�RI�KROLVWLF�PHDVXUHV�±�DUH�WKRVH�VSHFLILFDOO\�LQYROYLQJ�WKH�IRXU�W\SHV�RI
ILQDQFLDO�DQG�ILVFDO�LQVWUXPHQWV�UHYLHZHG�E\�WKH�RWKHU�([SHUW�*URXSV���$OWKRXJK
QRW�WKH�PDLQ�DUHD�RI�FRQFHUQ�RI�WKH�DFWLYLWLHV�RI�WKH�3ROLF\�0L[�([SHUW�*URXS�
+ROLVWLF�3ROLF\�VROXWLRQV�DUH�WUHDWHG�ILUVW�EHFDXVH�RI�WKH�LPSRUWDQFH�DWWDFKHG�E\
WKH�JURXS�WR�WKH�XVH�RI�KROLVWLF�VROXWLRQV�JHQHUDOO\���3UHFLVHO\�EHFDXVH�WKH\�IDOO
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RXWVLGH�WKH�VSHFLILF�UHPLW�RI�WKH�JURXS��KRZHYHU��WKH\�DUH�WUHDWHG�LQ�D�PRUH
VXSHUILFLDO�PDQQHU�WKDQ�WKH\�GHVHUYH���2QO\�D�YHU\�EURDG�EUXVK�LV�WKXV�XVHG�WR
SRUWUD\�WKH�PDLQ�HOHPHQWV�RI�WKH�SLFWXUH��LOOXVWUDWLQJ�WKH�FRQQHFWLRQV�EHWZHHQ
GLIIHUHQW�FRPSRQHQWV�DQG�VXJJHVWLQJ�ZD\V�LQ�ZKLFK�WKH�SLFWXUH�FDQ�EH�GHYHORSHG
LQ�WKH�IXWXUH�
,Q�FRQWUDVW��)RFXVHG�3ROLF\�VROXWLRQV�LQYROYLQJ�WKH�XVH�RI�WKH�IRXU�W\SHV�RI
ILQDQFLDO�DQG�ILVFDO�LQVWUXPHQWV�DUH�FRYHUHG�LQ�PRUH�GHWDLO���6HFWLRQ���ILUVW�WDNHV
HDFK�LQVWUXPHQW�LQ�WXUQ�DQG�H[DPLQHV�DVSHFWV�VXFK�DV�WKHLU�VSHFLILFLW\�
LPSRUWDQFH�DQG�SRWHQWLDO�LPSDFW���7KLV�LV�IROORZHG�E\�D�GLVFXVVLRQ�RI�JRRG
SUDFWLFH�DQG�VXJJHVWLRQV�IRU�WKHLU�IXWXUH�XVH�LQ�GLIIHUHQW�FRQWH[WV���)LQDOO\��LQ
6HFWLRQ����WKH�XVH�RI�WKHVH�LQVWUXPHQWV�LQ�)RFXVHG�3ROLF\�FRPELQDWLRQV�LV
FRQVLGHUHG��WRJHWKHU�ZLWK�DQ�DSSUDLVDO�RI�WKHLU�VXLWDELOLW\�IRU�LQFOXVLRQ�LQ�+ROLVWLF
3ROLF\�SDFNDJHV�
$�ILQDO�6HFWLRQ���RIIHUV�VRPH�EURDG�FRQFOXVLRQV�DQG�UHFRPPHQGDWLRQV�IRU�IXWXUH
SROLF\�
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������8QGHUVWDQGLQJ�WKH�3UREOHP�DQG�)UDPLQJ�3RWHQWLDO�6ROXWLRQV
7KH�VHWWLQJ�RI�JRDOV�IRU�(8�5	'�OHYHOV�DW�WKH�%DUFHORQD�PHHWLQJ�RI�WKH�(XURSHDQ
&RXQFLO�FRQVWLWXWHG�IRUPDO�UHFRJQLWLRQ�RI�WKH�LPSRUWDQFH�RI�5	'�LQ�WKH�GULYH�WR
EHFRPH�WKH�ZRUOG¶V�OHDGLQJ�NQRZOHGJH�EDVHG�HFRQRP\�±�WKH�WDUJHW�VHW�DW�WKH
HDUOLHU�PHHWLQJ�RI�WKH�(XURSHDQ�&RXQFLO�LQ�/LVERQ�LQ�0DUFK��������5	'�LV�WKH
PDLQ�VRXUFH�RI�LQQRYDWLRQ�LQ�PRGHUQ�HFRQRPLHV��DQG�LQQRYDWLRQ�LV�RQH�RI�WKH
PDLQ�GULYHUV�RI�HFRQRPLF�JURZWK��SURGXFWLYLW\�JDLQV��HFRQRPLF�DGMXVWPHQW�DQG
MRE�FUHDWLRQ���7KH�5	'�WDUJHW�LV�WKXV�QRW�DQ�HQG�LQ�LWVHOI��EXW�DQ�LPSRUWDQW�PHDQV
RI�DWWDLQLQJ�WKH�/LVERQ�WDUJHW�

������6FRSLQJ�WKH�SUREOHP
��������7KH�,PSRUWDQFH�RI�%XVLQHVV�RULHQWHG�5	'
8QGHUVWDQGLQJ�WKH�VFRSH�DQG�VFDOH�RI�WKH�5	'�JDSV�EHWZHHQ�FRXQWULHV�DQG�WKHLU
YDULDWLRQ�RYHU�WLPH�DQG�VSDFH�LV�DQ�LPSRUWDQW�ILUVW�VWHS�LQ�WKH�HYHQWXDO
IRUPXODWLRQ�RI�DSSURSULDWH�SROLF\�PL[HV�WR�UHPHG\�SHUFHLYHG�SUREOHPV�
([KLELW�����VKRZV�WKH�GLIIHUHQFHV�LQ�5	'�LQWHQVLW\��PHDVXUHG�LQ�WHUPV�RI�JURVV
H[SHQGLWXUHV�RQ�5	'��*(5'��DV�D�VKDUH�RI�*'3��EHWZHHQ�WKH�(8��WKH�86��-DSDQ
DQG�WKH�2(&'�UHJLRQ���&OHDUO\�WKHUH�LV�JDS�EHWZHHQ�WKH�(8�DQG�LWV�PDLQ
FRPSHWLWRUV��ZLWK�WKH�(8�86�JDS�VWDQGLQJ�DW�����SHUFHQWDJH�SRLQWV�LQ������
0RUHRYHU��WKH�JDS�EHWZHHQ�WKH�(8�DQG�WKH�86�KDG�ZLGHQHG�E\�DSSUR[LPDWHO\
����SHUFHQWDJH�SRLQWV�RYHU�WKH�SHULRG�����������

([KLELW�������5	'�,QWHQVLW\�LQ�0DMRU�2(&'�&RXQWULHV�DQG�5HJLRQV
GERD as a % of GDP
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)XUWKHU�DQDO\VLV�RI�2(&'�WUHQGV��([KLELW������DQG�WKH�(8�86�JDS�LQ�SDUWLFXODU
�([KLELW������UHYHDOV�WKDW�*(5'�LV�LQFUHDVLQJO\�GRPLQDWHG�E\�EXVLQHVV�VHFWRU
5	'��ZLWK�JRYHUQPHQW�SOD\LQJ�D�VPDOOHU�UROH�WKDQ�KLWKHUWR��DQG�WKDW�WKH�JDS�LV
QRZ�DOPRVW�HQWLUHO\�GXH�WR�GLIIHUHQFHV�LQ�EXVLQHVV�5	'��ZKHWKHU�PHDVXUHG�E\
5	'�SHUIRUPHG��%(5'��RU�ILQDQFHG�E\�LQGXVWU\��LQGXVWU\�ILQDQFHG�*(5'����7KHUH
LV�D�YHU\�VPDOO�JDS�LQ�*RYHUQPHQW�ILQDQFHG�*(5'�*'3��EXW�WKLV�LV�GHFOLQLQJ�
ZKHUHDV�WKH�JDSV�LQ�WHUPV�RI�EXVLQHVV�5	'�PHDVXUHV�DUH�LQFUHDVLQJ�

([KLELW�������*URVV�([SHQGLWXUHV�RQ�5	'�LQ�WKH�2(&'�5HJLRQ
���������

6RXUFH��2(&'
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([KLELW�������5	'�*DSV�EHWZHHQ�WKH�86�DQG�(8
Percentage Point Difference in R&D as % of GDP

6RXUFH��2(&'

7KH�VLJQLILFDQFH�RI�WKLV�ZLGHQLQJ�JDS�LQ�EXVLQHVV�RULHQWHG�5	'�VKRXOG�DOVR�EH
QRWHG���6RHWH���������([KLELW������KDV�GHPRQVWUDWHG�D�SRVLWLYH�UHODWLRQVKLS
EHWZHHQ�EXVLQHVV�RULHQWHG�5	'�LQWHQVLW\�DQG�SURGXFWLYLW\�JURZWK�RYHU�WKH�ODVW
IHZ�\HDUV�RI�µLQQRYDWLRQ�LQGXFHG�JURZWK¶���$Q\�LQFUHDVH�LQ�WKH�5	'�JDS�LV�WKXV
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([KLELW�������%XVLQHVV�RULHQWHG�5	'�,QWHQVLW\��������DQG�3URGXFWLYLW\
*URZWK������������

6RXUFH��6RHWH�������

��������(FRQRPLF�6L]H��1DWLRQDO�9DULDWLRQV�DQG�,QGXVWULDO�6WUXFWXUH
7KH�H[LVWHQFH�RI�D�JDS�FDQ�EH�H[SODLQHG�LQ�SDUW�E\�GLIIHUHQFHV�LQ�WKH�VL]H�DQG
LQGXVWULDO�VWUXFWXUH�RI�WKH�86�DQG�(8�HFRQRPLHV���+ROEURRN���������DPRQJVW
RWKHUV��KDV�DUJXHG�WKDW�WKHUH�LV�D�JHQHUDO�WHQGHQF\�IRU�5	'�LQWHQVLW\�WR�LQFUHDVH
ZLWK�LQFUHDVLQJ�VL]H�RI�QDWLRQDO�HFRQRP\���7KH�IDFW�WKDW�WKH�(8�DQG�86
HFRQRPLHV�DUH�RI�D�VLPLODU�VL]H�ZRXOG�VHHP�DW�ILUVW�VLJKW�WR�QHJDWH�VFDOH�DV�DQ
H[SODQDWRU\�IDFWRU��EXW�WKH�IDFW�WKDW�WKH�(8�LV�UHDOO\�DQ�DJJORPHUDWLRQ�RI�PXFK
VPDOOHU�HFRQRPLHV�PHDQV�WKDW�LW�FDQ¶W�EH�GLVFRXQWHG�RXW�RI�KDQG���([KLELW����
VKRZV�YDULDWLRQV�LQ�5	'�LQWHQVLW\�LQ�WKLUW\�FRXQWULHV���6ZHGHQ�DQG�)LQODQG�DUH�WKH
RQO\�(8�FRXQWULHV�ZLWK�KLJKHU�UHVHDUFK�LQWHQVLWLHV�WKDQ�WKH�86�DV�D�ZKROH��ZKLOH
WKH�(8�ILJXUH�LV�GHSUHVVHG�FRQVLGHUDEO\�E\�ORZ�UHVHDUFK�LQWHQVLWLHV�LQ�,WDO\�DQG
WKH�FRKHVLRQ�FRXQWULHV�±�D�VLWXDWLRQ�ZKLFK�ZLOO�XQGRXEWHGO\�EH�H[DFHUEDWHG�RQFH
WKH�DFFHVVLRQ�FRXQWULHV�EHFRPH�SDUW�RI�WKH�(8��VLQFH�QRQH�RI�WKHP�KDV�D�5	'
LQWHQVLW\�KLJKHU�WKDQ�WKH�(8�DYHUDJH�
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([KLELW�������5	'�3HUFHQWDJH�RI�*URVV�'RPHVWLF�3URGXFW
������RU�PRVW�UHFHQW�\HDU�

6RXUFH��2(&'

'LIIHUHQFHV�LQ�LQGXVWULDO�VWUXFWXUH�SURYLGH�DQRWKHU�H[SODQDWLRQ�IRU�WKH�H[LVWHQFH
RI�D�JDS�LQ�EXVLQHVV�5	'�LQWHQVLW\�EHWZHHQ�WKH�86�DQG�WKH�(8���+LJK�WHFK
LQGXVWULHV�DFFRXQW�IRU�D�ODUJHU�VKDUH�RI�WRWDO�RXWSXW�LQ�WKH�86�WKDQ�LQ�WKH�(8
JHQHUDOO\�DQG�IRU�D�ODUJHU�VKDUH�RI�WKH�5	'�SHUIRUPHG��([KLELW��������7KH
UHODWLYHO\�JUHDWHU�LPSRUWDQFH�RI�WKH�,7�VHFWRU�LQ�WKH�86��IRU�H[DPSOH��LV
GHPRQVWUDWHG�E\�WKH�IDFW�WKDW�WKH�µ2IILFH��DFFRXQWLQJ�DQG�FRPSXWLQJ�PDFKLQHU\¶
VHFWRU�DFFRXQWHG�IRU�������RI�LQGXVWULDO�5	'�LQ�������ZKLOH�FRPSDUDEOH�ILJXUHV
LQ�WKH�(8�ZHUH������LQ�*HUPDQ\�������LQ�)UDQFH�DQG������LQ�WKH�8.��16)�
��������7KH�86�DOVR�KDV�D�JUHDWHU�VKDUH�RI�WKH�ZRUOG¶V�WRS�5	'�VSHQGHUV�WKDQ
WKH�(8������RXW�RI�WKH�WRS�����DUH�86�RZQHG��FRPSDUHG�WR�����(XURSHDQ�RZQHG
FRPSDQLHV��'7,�5	'�6FRUHERDUG����������,Q�WKLV�WRS������WKHUH�DUH����86�,7
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+DUGZDUH�FRPSDQLHV�FRPSDUHG�ZLWK����(XURSHDQ��DQG����86�6RIWZDUH�DQG�,7
6HUYLFHV�FRPSDQLHV�FRPSDUHG�ZLWK���(XURSHDQ�ILUPV���0RUHRYHU��([KLELW�����
ZKLFK�FRPSDUHV�EXVLQHVV�5	'�DV�D�VKDUH�RI�*'3�E\�LQGXVWU\�VHFWRU�IRU�WKH�86
DQG�WKH�(8��6KHHKDQ���������VKRZV�FOHDUO\�WKDW�WKH�,&7�DQG�6HUYLFHV�VHFWRUV
DFFRXQW�IRU�PRVW�RI�WKH�GLIIHUHQFH�EHWZHHQ�EXVLQHVV�5	'�LQWHQVLW\�OHYHOV�LQ�WKH
WZR�EORFV���*URZWK�LQ�EXVLQHVV�5	'�LQWHQVLW\�LQ�WKH�86�ZDV�DOVR�ODUJHO\�GULYHQ�E\
JURZWK�LQ�WKH�KLJK�WHFK�,7�DQG�VHUYLFH�VHFWRUV�GXULQJ�WKH�����V��([KLELW������
WKRXJK�WKLV�JURZWK�KDV�IDOWHUHG�VLQFH�WKH�GRW�FRP�EXEEOH�EXUVW���*URZWK�LQ�5	'
LQWHQVLW\�LQ�WKH�,7�VHFWRU�ZDV�DOVR�VWURQJ�LQ�)LQODQG��6ZHGHQ�DQG�,UHODQG��EXW
YHU\�ORZ�LQ�*HUPDQ\�DQG�QHJDWLYH�LQ�WKH�8.���,Q�FRPSDULVRQ��%XVLQHVV�5	'
LQWHQVLW\�GURSSHG�LQ�µ2WKHU�PDQXIDFWXULQJ¶�LQ�WKH�86��8.��-DSDQ��*HUPDQ\�DQG
WKH�(8�DV�D�ZKROH�

�([KLELW�������6KDUH�RI�%(5'�LQ�WKH�0DQXIDFWXULQJ�6HFWRU�E\
7HFKQRORJ\�,QWHQVLW\

������RU�PRVW�UHFHQW�\HDU�

1RWHV� �����(/��/��$��3�DUH�QRW�LQFOXGHG�LQ�(8���

�����86��6KLSV��0HGLXP�/RZ�7HFK��DUH�LQFOXGHG�LQ�RWKHU�WUDQVSRUW
�0HGLXP�+LJK�7HFK�

6RXUFH��'*�5HVHDUFK��'DWD��2(&'
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([KLELW�������&RPSDULVRQ�RI�%XVLQHVV�5	'�DV�D�6KDUH�RI�*'3
LQ�WKH�86�DQG�(8�E\�,QGXVWU\�6HFWRU

������RU�PRVW�UHFHQW�\HDU�
R&D expenditure as % GDP

1RWH��,7�PDQXIDFWXULQJ�LQFOXGHV�RIILFH��FRPSXWLQJ�DQG�DFFRXQWLQJ�PDFKLQHV�
FRPPXQLFDWLRQV�HTXLSPHQW��DQG�HOHFWURQLF�FRPSRQHQWV�

6RXUFH��2(&'

��������([KLELW�������$YHUDJH�$QQXDO�,QFUHDVH�LQ�%XVLQHVV�5	'�,QWHQVLW\
E\�,QGXVWU\�6HFWRU

�����������RU�QHDUHVW�\HDUV�
1RWH��,7�PDQXIDFWXULQJ�LQFOXGHV�RIILFH��FRPSXWLQJ�DQG�DFFRXQWLQJ�PDFKLQHV�
FRPPXQLFDWLRQV�HTXLSPHQW��DQG�HOHFWURQLF�FRPSRQHQWV

6RXUFH��2(&'
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'LIIHUHQFHV�LQ�VHFWRUDO�FRPSRVLWLRQ�±�LQ�SDUWLFXODU�WKH�FRPSDUDWLYH�VL]H�DQG
LPSRUWDQFH�RI�WKH�,7�VHFWRU�DQG�WKH�SURSRUWLRQ�RI�KLJK�WHFK�ILUPV�LQ�WKH�RYHUDOO
SRSXODWLRQ�±�DFFRXQW�IRU�WKH�JUHDWHU�SDUW�RI�WKH�JDS�LQ�EXVLQHVV�5	'�LQWHQVLW\
EHWZHHQ�WKH�(8�DQG�86���7KH�SURSRUWLRQ�RI�RYHUDOO�5	'�FDUULHG�RXW�E\�ILUPV�RI
GLIIHUHQW�VL]H�LV�DQRWKHU�UHODWHG�IDFWRU���,Q�WKH�86��5	'�SHUIRUPLQJ�ODUJH�ILUPV
�GHILQHG�KHUH�DV�ILUPV�ZLWK�JUHDWHU�WKDQ�����HPSOR\HHV��DFFRXQWHG�IRU�������RI
LQGXVWU\�5	'�LQ�������16)����������,Q�(XURSH��([KLELW�����VKRZV�WKDW�WKH
SURSRUWLRQV�DFFRXQWHG�IRU�E\�ODUJH�ILUPV�ZDV�VPDOOHU�±�RIWHQ�PXFK�VPDOOHU�±�LQ
DOO�(8�FRXQWULHV�RWKHU�WKDQ�6ZHGHQ�DQG�*HUPDQ\���0RUHRYHU��D�SORW�RI�EXVLQHVV
5	'�LQWHQVLW\��,QGXVWU\�ILQDQFHG�*(5'�DV�D�SHUFHQWDJH�RI�*'3��DJDLQVW�WKH
60(

ä
�VKDUH�RI�EXVLQHVV�5	'��([KLELW�������VKRZV�WKDW�5	'�LQWHQVLW\�IDOOV�DV�WKH

60(�VKDUH�RI�5	'�ULVHV�±�ZKLFK�LQ�WXUQ�VXJJHVWV�WKDW�RQH�GHWHUPLQDQW�RI�WKH�JDS
EHWZHHQ�WKH�(8�DQG�WKH�86�LV�WKH�SUHSRQGHUDQFH�RI�ORZ�5	'�LQWHQVLW\�60(V
WKURXJKRXW�PDQ\�RI�WKH�(8�HFRQRPLHV��SDUWLFXODUO\�WKH�VPDOOHU�HFRQRPLHV�

([KLELW�������7RWDO�DQG�*RYHUQPHQW�ILQDQFHG�%XVLQHVV�5	'
3HUIRUPHG�E\�60(V

������RU�PRVW�UHFHQW�\HDU�

1RWH��60(V�GHILQHG�KHUH�WR�KDYH������HPSOR\HHV

6RXUFH��2(&'

+LJK�WHFK�60(V�QHYHUWKHOHVV�KDYH�D�UROH�WR�SOD\�LQ�GHWHUPLQLQJ�KLJK�5	'
LQWHQVLWLHV��IRU�WKHUH�LV�UHFHQW�HYLGHQFH�WKDW�60(V�±�LQ�SDUWLFXODU�QHZ�WHFKQRORJ\
EDVHG�ILUPV��17%)V��±�SOD\HG�D�GLVSURSRUWLRQDWH�UROH�LQ�ERRVWLQJ�5	'�LQWHQVLW\�LQ
WKH�86$�LQ�WKH�����V���,Q�ODUJH�SDUW��KRZHYHU��WKLV�ZDV�SRVVLEOH�EHFDXVH�RI�WKH
SUHVHQFH�RI�ODUJH�ILUPV�DQG�WKHLU�SUDFWLFH�RI�LQFRUSRUDWLQJ�17%)V�LQWR�WKHLU�VXSSO\
FKDLQV��LQYHVWLQJ�LQ�WKHLU�5	'��WKURXJK�FRUSRUDWH�YHQWXUH�FDSLWDO���DQG�WKHQ�RIWHQ
DFTXLULQJ�WKH�FRPSDQLHV��WKHUHE\�SURYLGLQJ�DQ�DOWHUQDWLYH�H[LW�VWUDWHJ\�IRU
YHQWXUH�FDSLWDOLVWV�WKDW�KHOSHG�DWWUDFW�IXUWKHU�9&�LQYHVWPHQWV���(IIRUWV�WR�VXSSRUW
5	'�LQ�WKH�60(�SRSXODWLRQ�VKRXOG�WKXV�DLP�QRW�RQO\�WR�SURYLGH�GLUHFW�ILQDQFLDO
VXSSRUW�EXW�DOVR�WR�FUHDWH�HIIHFWLYH�LQWURGXFWLRQV�DQG�OLQNV�WR�QHWZRUNV�DQFKRUHG
E\�ODUJH�ILUPV�

�����������������������������������������������ä
� 1�%���60(V�DUH�W\SLFDOO\�GHILQHG�LQ�WKH�(8�DV�KDYLQJ�OHVV�WKDQ�����HPSOR\HHV���7KH
GDWD�XVHG�LQ�WKLV�DQG�VRPH�RWKHU�([KLELWV��KRZHYHU��ZDV�RQO\�DYDLODEOH�IRU�ILUPV�ZLWK�OHVV
WKDQ�����HPSOR\HHV�
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([KLELW��������,QGXVWU\�ILQDQFHG�*(5'�DV�D�3HUFHQWDJH�RI�*'3
DQG�60(�6KDUH�RI�%XVLQHVV�5	'

������RU�PRVW�UHFHQW�\HDU�

1RWH��60(V�GHILQHG�KHUH�WR�KDYH������HPSOR\HHV

6RXUFH��2(&'

��������&ORVLQJ�WKH�5	'�*DS
0HHWLQJ�WKH�(8¶V�SURSRVHG�5	'�WDUJHW�ZLOO�UHTXLUH�FRQVLGHUDEOH�LQFUHDVHV�LQ�5	'
H[SHQGLWXUHV���7KH�H[DFW�ILJXUH�ZLOO�GHSHQG�RQ�WKH�UDWH�RI�JURZWK�RI�*'3�RYHU
WKH�UHPDLQGHU�RI�WKH�GHFDGH���$VVXPLQJ�QR�JURZWK�LQ�*'3��DQ�XQDWWUDFWLYH
DVVXPSWLRQ�IURP�WKH�SHUVSHFWLYH�RI�LQFUHDVHG�OLYLQJ�VWDQGDUGV���D����5	'
LQWHQVLW\�WDUJHW�LPSOLHV�WRWDO�5	'�H[SHQGLWXUHV��*(5'��RI� ������ELOOLRQ�±�D� ����
ELOOLRQ�LQFUHDVH�RYHU������YDOXHV���7KH�DYHUDJH�DQQXDO�UDWH�RI�JURZWK�LQ�5	'
H[SHQGLWXUHV�ZLOO�KDYH�WR�PRUH�WKDQ�GRXEOH�IURP�WKH����UDWH�WKDW�FKDUDFWHULVHG
WKH�����V�WR�DOPRVW��������,I�*'3�JURZWK�LV�FORVHU�WR�KLVWRULFDO�OHYHOV�RI����
5	'�VSHQGLQJ�ZLOO�KDYH�WR�JURZ�E\� ����ELOOLRQ�E\�������RU�DOPRVW����D�\HDU
�([KLELW�������
7KH�HIIHFW�RQ�LQGXVWU\�ILQDQFHG�*(5'��,5	'��ZRXOG�EH�HTXDOO\�GUDPDWLF���:LWK
QR�JURZWK�LQ�*'3��,5	'�ZLOO�KDYH�WR�LQFUHDVH�WR� ����ELOOLRQ�EHWZHHQ������DQG
������FRPSDUHG�WR�LWV�OHYHO�RI� ���ELOOLRQ�LQ���������$W����*'3�JURZWK��,5	'�ZLOO
QHHG�WR�LQFUHDVH�WR� ����ELOOLRQ��RU�QHDUO\����DQQXDOO\���7KLV�HTXDWHV�WR�DQ
LQFUHDVH�LQ�,5	'�RYHU�WKH�FRXUVH�RI�D�GHFDGH������WLPHV�WKH�EDVHOLQH�OHYHO�LQ
�������7KH�DELOLW\�RI�ILUPV�WR�ERRVW�WKHLU�H[SHQGLWXUHV�RQ�5	'�ZLOO�DOVR�EH
DIIHFWHG�E\�WKH�UDWH�RI�*'3�JURZWK���:LWKLQ�ODUJHU��HVWDEOLVKHG�ILUPV��ZKLFK
DFFRXQW�IRU�PRVW�EXVLQHVV�5	'�LQ�KLJK�5	'�LQWHQVLW\�FRXQWULHV����5	'�LV�IXQGHG
JHQHUDOO\�IURP�UHWDLQHG�HDUQLQJV��ZKLFK�PDNHV�5	'�LQYHVWPHQW�PRUH�GLIILFXOW�LQ
SHULRGV�RI�VORZ�HFRQRPLF�JURZWK���'XULQJ�PRUH�UDSLG�HFRQRPLF�H[SDQVLRQV�
JURZLQJ�SURILWV�FDQ�H[SDQG�WKH�SRRO�RI�UHVRXUFHV�ZKLFK�ILUPV�XVH�WR�ILQDQFH
5	'��EXW�5	'�LQWHQVLW\�ZLOO�LQFUHDVH�RQO\�LI�5	'�VSHQGLQJ�ULVHV�IDVWHU�WKDQ�VDOHV
�ZKLFK�LV�HQWLUHO\�SRVVLEOH��JLYHQ�WKH�86�H[SHULHQFH�GXULQJ�WKH�����V����,QFUHDVHV
LQ�5	'�LQWHQVLW\�FDQ�DOVR�UHVXOW�IURP�WKH�FUHDWLRQ�RI�QHZ��IDVW�JURZLQJ�5	'�
LQWHQVLYH�ILUPV��H�J���KLJK�WHFK�VWDUW�XSV�DQG�VSLQ�RIIV��WKRXJK�QHZ�ILUP�FUHDWLRQ
LV�PRUH�OLNHO\�GXULQJ�SHULRGV�RI�VWURQJ�HFRQRPLF�JURZWK��ZKHQ�WKH�WDUJHWV�IRU
LQGXVWU\�ILQDQFHG�5	'��VHH�([KLELW�������DUH�WKHPVHOYHV�KLJKHU�



��

([KLELW��������)LQDQFLQJ�WKH�3URSRVHG�(8�5	'�7DUJHWV
(VWLPDWHG�9DOXHV�LQ�����

3HUFHQWDJH�$QQXDO�*URZWK�LQ�*'3
%DVHOLQH
9DOXHV

������DQG
���������
7UHQG�OLQH� � � � �

*'3��PLOOLRQV� � ��������� ��������� ��������� ��������� ����������

*(5'��PLOOLRQV� � ������� ������� ������� ������� �������
*(5'�*'3���� ����� ����� ����� ����� �����

7RWDO�JURZWK�LQ�*(5'
�PLOOLRQV� � ������ ������ ������� ������� �������

$QQXDO�JURZWK�LQ�*(5'
��� ����� ����� ����� ����� �����

,QGXVWU\�ILQDQFHG�*(5'
�PLOOLRQV� � ������ ������� ������� ������� �������

,QGXVWU\�ILQDQFHG
*(5'�*'3���� ����� ����� ����� ����� �����

7RWDO�JURZWK�LQ�LQGXVWU\�
ILQDQFHG�*(5'��PLOOLRQV� � ������ ������ ������ ������� �������
$QQXDO�JURZWK�LQ�LQGXVWU\�

ILQDQFHG�*(5'���� ����� ����� ����� ����� �����

1RWH��'RHV�QRW�WDNH�H[SDQVLRQ�RI�WKH�(8�LQWR�DFFRXQW���$VVXPHV�D�WDUJHW�5	'
LQWHQVLW\�RI����DQG�D�WDUJHW�LQWHQVLW\�IRU�,QGXVWU\�ILQDQFHG�*(5'�RI���

6RXUFH��2(&'

��������,QGXVWULDO�6WUXFWXUH�&KDQJHV
7KH�VL]H�RI�WKH�JDS�DQG�WKH�UDWHV�RI�JURZWK�LQ�5	'�H[SHQGLWXUH�QHHGHG�WR�FORVH
LW�DUH�GDXQWLQJ���0RUHRYHU��FORVLQJ�WKH�JDS�ZLOO�UHTXLUH�PRUH�WKDQ�H[KRUWDWLRQV�WR
H[LVWLQJ�ILUPV�WR�LQFUHDVH�VSHQGLQJ�E\�WHQ�SHUFHQW�RU�PRUH�SHU�\HDU���7KH
GLIIHUHQFHV�LQ�LQGXVWULDO�VWUXFWXUH�EHWZHHQ�WKH�86�DQG�WKH�(8�LPSO\�WKDW
ZKROHVDOH�UHVWUXFWXULQJ�ZLOO�EH�QHHGHG�LQ�WKH�(8�±�SDUWLFXODUO\�LQ�WKH�VPDOOHU
HFRQRPLHV�GRPLQDWHG�E\�ORZ��WR�PHGLXP�WHFK�60(V�±�WR�HIIHFW�WKH�WUDQVLWLRQ�WR
D�KLJK�5	'�LQWHQVLW\�HFRQRP\���,QHYLWDEO\�WKLV�ZLOO�LQYROYH�D�VKLIW�IURP�QDWLRQDO
HFRQRPLHV�SRSXODWHG�E\�60(�GRPLQDWHG��ORZ�DQG�PHGLXP�WHFK�VHFWRUV�WR�WKRVH
ZLWK�D�ODUJHU�SURSRUWLRQ�RI�KLJK�WHFK�ILUPV�DQG�ODUJH�UHVHDUFK�LQWHQVLYH
FRQJORPHUDWHV���,Q�)LQODQG��6ZHGHQ�DQG�WKH�86$��ZKLFK�DOO�KDYH�KLJK�5	'
LQWHQVLWLHV��PRUH�WKDQ�KDOI�RI�DOO�EXVLQHVV�5	'�LV�SHUIRUPHG�LQ�WKH�,&7�
SKDUPDFHXWLFDO�DQG�VHUYLFH�VHFWRUV��ZKHUHDV�LQ�PDQ\�RWKHU�(8�FRXQWULHV�WKH
SURSRUWLRQ�LV�PXFK�VPDOOHU�
+LJK�WHFK�VHFWRUV�DSSHDU�WR�RIIHU�PRUH�VFRSH�IRU�LQFUHDVLQJ�5	'�VSHQGLQJ�DV�D
VKDUH�RI�YDOXH�DGGHG�WKDQ�ORZ�WHFK�VHFWRUV��([KLELW���������,Q�WKH
FRPPXQLFDWLRQV�VHFWRU��IRU�H[DPSOH��WKH�VSDQ�RI�YDOXHV�IRU�5	'�DV�D�VKDUH�RI
YDOXH�DGGHG�LQ�2(&'�FRXQWULHV�UDQJHV�IURP�D�ORZ�RI������LQ�3RODQG�WR�D�KLJK�RI
����LQ�6ZHGHQ��ZLWK�D�PHGLDQ�RI���������,Q�RWKHU�PDQXIDFWXULQJ�LQGXVWULHV��DOO
PDQXIDFWXULQJ�OHVV�,&7��SKDUPDFHXWLFDOV�DQG�WUDQVSRUWDWLRQ�HTXLSPHQW���5	'�DV
D�VKDUH�RI�YDOXH�DGGHG�KDV�D�PXFK�VPDOOHU�UDQJH��IURP������LQ�,WDO\�WR������LQ
-DSDQ���7KHVH�ILJXUHV�VXJJHVW�WKDW�VKLIWLQJ�LQGXVWULDO�DFWLYLW\�LQWR�KLJK�WHFKQRORJ\
VHFWRUV�SURYLGHV�DQ�RSSRUWXQLW\�WR�UDLVH�QDWLRQDO�5	'�LQWHQVLWLHV�WR�KLJKHU�OHYHOV�



��

([KLELW��������5DQJH�RI�5	'�,QWHQVLWLHV�DFURVV�2(&'�&RXQWULHV�E\
,QGXVWU\�6HFWRU�������RU�PRVW�UHFHQW�\HDU�

BERD as a % of Value Added

6RXUFH��2(&'

$FKLHYLQJ�VLJQLILFDQW�LQFUHDVHV�LQ�5	'�LQWHQVLW\��5	'�*'3���KRZHYHU��ZLOO�UHTXLUH
WKDW�WKH�PDUNHWV�IRU�KLJK�WHFKQRORJ\�JRRGV�DQG�VHUYLFHV�FRQWLQXH�WR�H[SDQG�
0DUNHW�JURZWK�DSSHDUV�WR�EH�D�GHWHUPLQLQJ�IDFWRU�LQ�ERRVWLQJ�5	'�LQWHQVLW\���,Q
)LQODQG��IRU�H[DPSOH��5	'�LQWHQVLW\�LQ�WKH�,&7�VHFWRU��5	'�*'3��JUHZ�E\�D
IDFWRU�RI�IRXU�DV�WKH�VKDUH�RI�WKH�VHFWRU�LQ�LQGXVWULDO�RXWSXW�PRUH�WKDQ�WULSOHG��DV
PHDVXUHG�E\�YDOXH�DGGHG�DV�D�VKDUH�RI�*'3���6KHHKDQ����������,Q�FRQWUDVW�
FRXQWULHV�WKDW�H[SHULHQFHG�RQO\�VPDOO�LQFUHDVHV�LQ�EXVLQHVV�5	'�LQWHQVLW\�GXULQJ
WKH�����V�WHQGHG�WR�VHH�KLJK�WHFKQRORJ\�VHFWRUV�GHFOLQH�DV�D�VKDUH�RI�WRWDO
LQGXVWULDO�RXWSXW���2Q�WKH�GRZQVLGH��UDSLG�PDUNHW�JURZWK�VXFK�DV�WKDW
H[SHULHQFHG�LQ�WKH�,&7�VHFWRU�RYHU�WKH�����V�PD\�QRW�EH�UHSHDWHG�RYHU�WKH�QH[W
GHFDGH���7KH�,&7�PDUNHW�LV�H[SHULHQFLQJ�D�VORZGRZQ�WKDW�VHHPV�UHODWHG��LQ�SDUW�
WR�VDWXUDWLRQ�LQ�PDQ\�WUDGLWLRQDO�PDUNHWV��WKH�ELRWHFK�PDUNHW�IDFHV�DGGLWLRQDO
UHJXODWRU\�KXUGOHV��DQG�QDQRWHFKQRORJ\�PDUNHWV�DUH�VWLOO�QDVFHQW���,W�FDQQRW
WKHUHIRUH�EH�DVVXPHG�WKDW�WKH�PDUNHW�JURZWK�DFFRPSDQ\LQJ�D�VKLIW�WR�KLJK
VHFWRUV�ZLOO�EH�D�VLJQLILFDQW�VRXUFH�RI�LQFUHDVHG�5	'�LQWHQVLW\���,W�PD\�HYHQ�EH
WKDW�WKH�UDSLG�JURZWK�LQ�5	'�LQWHQVLW\�LQ�WKH�86$�GXULQJ�WKH�����V�ZLOO�EH
GLIILFXOW�WR�UHSHDW�HOVHZKHUH��DOWKRXJK�VRPH�ORZ�SHUIRUPLQJ�FRXQWULHV�PD\�EH
DEOH�WR�PRYH�XS�WKH�ODGGHU�RI�5	'�YDOXH�DGGHG�E\�EHFRPLQJ�PRUH�5	'
LQWHQVLYH���2Q�D�PRUH�RSWLPLVWLF�QRWH��HYHQ�WKRXJK�KLJK�JURZWK�FDQQRW�EH
DVVXPHG��WKHUH�LV�QR�UHDVRQ�ZK\�LW�FDQQRW�RFFXU�LI�VXIILFLHQW�HIIRUWV�DUH�PDGH��IRU
H[DPSOH��WR�FOHDU�UHJXODWRU\�KXUGOHV�LQ�WKH�ELRWHFK�VHFWRU�DQG�HQFRXUDJH�WKH
GHYHORSPHQW�RI�OHDG�PDUNHWV�LQ�QDQRWHFKQRORJ\�DSSOLFDWLRQ�DUHDV���:RUOG
PDUNHWV�IRU�WKH�SURGXFWV�RI�WKH�,7�VHFWRU�DUH�DOVR�OLNHO\�WR�JURZ�VLJQLILFDQWO\�
HVSHFLDOO\�LQ�&KLQD��5XVVLD�DQG�,QGLD���7KH�RQXV�LV�WKXV�RQ�LQGXVWU\�DQG
JRYHUQPHQWV�DOLNH�WR�VHHN�RXW�DQG�H[SORLW�DOO�SRVVLEOH�RSSRUWXQLWLHV�IRU�JURZWK�LQ
WKH�PDQ\�GLIIHUHQW�VHWWLQJV�WKDW�H[LVW�ERWK�ZLWKLQ�DQG�EH\RQG�WKH�(8�
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��������7KH�+XPDQ�5HVRXUFH�*DS
6LQFH�PRVW�5	'�H[SHQGLWXUH�LV�FRPSRVHG�RI�VWDII�VDODULHV��WKH�DELOLW\�RI�WKH�(8�WR
FORVH�WKH�5	'�JDS�ZLOO�DOVR�GHSHQG�XOWLPDWHO\�RQ�WKH�DYDLODELOLW\�RI�UHVHDUFK
SHUVRQQHO�WR�SHUIRUP�WKH�DGGLWLRQDO�H[SHFWHG�5	'���8QIRUWXQDWHO\��DV�6RHWH
�������KDV�SRLQWHG�RXW��WKH�(8�LV�FXUUHQWO\�DW�D�GLVDGYDQWDJH�LQ�WKLV�UHVSHFW���,Q
-DSDQ��IRU�H[DPSOH��ZKHUH�WKH�FXUUHQW�5	'�LQWHQVLW\�LV�DOUHDG\������RI�*'3��WKH
QXPEHU�RI�UHVHDUFKHUV��)7(��SHU�WKRXVDQG�RI�WKH�ZRUNIRUFH�LV�������,Q�WKH�(8�LW
LV������D�ILJXUH�WKDW�ZLOO�KDYH�WR�ULVH�E\��������LI�WKH����RI�*'3�WDUJHW�LV�WR�EH
DWWDLQHG���0RUHRYHU��([KLELW������VKRZV�QRW�RQO\�WKDW�WKH�SHUFHQWDJH�RI�VFLHQWLVWV
DQG�HQJLQHHUV�LQ�WKH�SULYDWH�VHFWRU�RI�WKH�ODERXU�IRUFH�LV�FRQVLGHUDEO\�KLJKHU�LQ
WKH�86�DQG�-DSDQ�WKDQ�LW�LV�LQ�WKH�(8��EXW�DOVR�WKDW�JURZWK�UDWHV�KDYH�EHHQ
ODJJLQJ�LQ�WKH�(8�RYHU�WKH�ODVW�GHFDGH�RU�VR���5HFWLI\LQJ�WKLV�VLWXDWLRQ�ZLOO�WKXV�EH
DQ�XSKLOO�VWUXJJOH�UHTXLULQJ�VLJQLILFDQW�LPSURYHPHQWV�WR�WKH�IORZ�RI�VFLHQWLVWV�DQG
HQJLQHHUV�WKURXJK�WKH�HGXFDWLRQDO�SLSHOLQH�

([KLELW��������6FLHQFH�DQG�(QJLQHHULQJ�5HVHDUFKHUV�DV�D
3HUFHQWDJH�RI�WKH�/DERXU�)RUFH

����
 (Average Annual Growth Rates for 1990-1998 in Parentheses)

6RXUFH��6RHWH�������

,W�VKRXOG�DOVR�EH�QRWHG�WKDW�DWWDLQLQJ�WKH�QHFHVVDU\�OHYHOV�RI�VFLHQWLVWV�DQG
HQJLQHHUV�LV�FRPSOLFDWHG�E\�GHPRJUDSKLF�IDFWRUV���WKH�(8�6	7�ZRUNIRUFH�LV
DJHLQJ�DQG�WKH�SLSHOLQH�RI�QHZ�VFLHQFH�DQG�HQJLQHHULQJ�JUDGXDWHV�LV�QRW�VWURQJ�
7KHUH�DUH�IHZHU�VWXGHQWV�HQWHULQJ�XQLYHUVLW\�DQG�D�GHFOLQLQJ�VKDUH�RI�HQUROPHQWV
LQ�VFLHQFH�DQG�HQJLQHHULQJ���0HHWLQJ�WKH����WDUJHW�ZLOO�UHTXLUH�LQFUHDVHG
GRPHVWLF��L�H��(8��SURGXFWLRQ�RI�VFLHQWLVWV�DQG�HQJLQHHUV�DQG�UHFUXLWPHQW�IURP
DEURDG��ZKLFK�PHDQV�GLYHUWLQJ�H[LVWLQJ�IORZV�WR�WKH�86$�DQG�WDSSLQJ�QHZ
VRXUFHV�
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��������3ROLF\�,PSOLFDWLRQV
7KH�SROLF\�LPSOLFDWLRQV�RI�WKH�ILJXUHV�SUHVHQWHG�VR�IDU�DUH�DV�IROORZV�

• 7KH�VL]H�RI�WKH�JDS��LWV�URRWV�LQ�EXVLQHVV�RULHQWHG�5	'�DQG�WKH
UHODWLRQVKLS�EHWZHHQ�EXVLQHVV�RULHQWHG�5	'�LQWHQVLW\�DQG�SURGXFWLYLW\
JURZWK�DOO�VXJJHVW�WKDW�WKH�JDS�LV�D�OHJLWLPDWH�VRXUFH�RI�FRQFHUQ�IRU
SROLF\PDNHUV�ZLWKLQ�WKH�(8�

• 7KH�JDS��KRZHYHU��LV�QRW�WKH�RQO\�VRXUFH�RI�FRQFHUQ���,QFUHDVLQJ�WKH
HIILFLHQF\�DQG�HIIHFWLYHQHVV�RI�5	'�DQG�LQQRYDWLYH�DFWLYLW\�LV�DUJXDEO\
HYHQ�PRUH�LPSRUWDQW��DQG�SROLFLHV�WDFNOLQJ�WKLV�LVVXH�VKRXOG�EH�UHLQIRUFHG
UDWKHU�WKDQ�UHSODFHG�E\�D�IRFXV�RQ�FORVLQJ�WKH�JDS�

• 7KH�IDFW�WKDW�D�VXEVWDQWLDO�SURSRUWLRQ�RI�WKH�JDS�FDQ�EH�DWWULEXWHG�WR
LQGXVWULDO�VWUXFWXUH�GLIIHUHQFHV�VXJJHVWV�WKDW�SROLF\�UHVSRQVHV�WR�WKH�JDS
JR�EH\RQG�WKH�VSKHUH�RI�5	'�RU�LQQRYDWLRQ�SROLF\�DQG�LQWR�WKH�UHDOP�RI
PDFURHFRQRPLF�DQG�LQGXVWULDO�SROLF\�

• 6LPLODUO\��SROLWLFDO�DWWHPSWV�WR�SURPRWH�PDUNHW�H[SDQVLRQ�DQG�SROLF\
FRRUGLQDWLRQ�DFURVV�WKH�(8�ZLOO�EH�QHHGHG�WR�RIIVHW�VRPH�RI�WKH�VFDOH
DGYDQWDJHV�FXUUHQWO\�SRVVHVVHG�E\�WKH�86�

• 1DWLRQDO�YDULDWLRQV�LQ�EXVLQHVV�RULHQWHG�5	'�LQWHQVLW\�DFURVV�WKH�(8�DQG
WKH�DFFHVVLRQ�FRXQWULHV�VXJJHVW�WKDW�HIIRUWV�WR�UDLVH�5	'�LQWHQVLW\�OHYHOV
DFURVV�WKH�ERDUG�VKRXOG�EH�FRPSOHPHQWHG�E\�WDUJHWHG�HIIRUWV�WR�UDLVH
OHYHOV�VLJQLILFDQWO\�LQ�WKH�FRKHVLRQ�DQG�DFFHVVLRQ�FRXQWULHV�DQG�LQ�OHVV
IDYRXUHG�UHJLRQV��/)5V��ZLWKLQ�VRPH�RI�WKH�ODUJHU�HFRQRPLHV��SURYLGHG�
RI�FRXUVH��WKDW�WKHVH�HIIRUWV�DUH�FRPSOHPHQWHG�E\�SDUDOOHO�HIIRUWV�WR
QXUWXUH�RWKHU�LQQRYDWLRQ�UHODWHG�FDSDFLWLHV�DQG�FRPSHWHQFH�OHYHOV��

• (YHQ�WKRXJK�VWUHQXRXV�HIIRUWV�ZLOO�EH�QHHGHG�WR�UDLVH�5	'�LQWHQVLW\�LQ
/)5V�DQG�WKH�FRKHVLRQ�DQG�DFFHVVLRQ�FRXQWULHV��ZKHUH�WKH�JDS�LV�PRVW
SURQRXQFHG��WKH�IDFW�WKDW�PRVW�5	'�LV�SHUIRUPHG�LQ�WKH�ODUJHU
HFRQRPLHV��*HUPDQ\��)UDQFH�DQG�WKH�8.�DFFRXQW�IRU�WZR�WKLUGV�RI�*(5'
LQ�WKH�(8��PHDQV�WKDW�HIIRUWV�WR�UDLVH�5	'�LQWHQVLW\�LQ�WKHVH�FRXQWULHV
DUH�HYHQ�PRUH�FULWLFDO�LI�WKH����WDUJHW�LV�WR�EH�UHDFKHG�

• 6HFWRUDO�DQDO\VHV�UHYHDO�WKDW�WKH�(8�ODJV�WKH�86�SULPDULO\�LQ�WKH�,7�DQG
6HUYLFHV�VHFWRUV��WKH�ODWWHU�RI�ZKLFK�LQFOXGHV�WKH�6RIWZDUH�VHFWRU��ZLWK
WKH�LPSOLFDWLRQ�WKDW�SROLF\�HIIRUWV�WR�FORVH�WKH�JDS�ZRXOG�UHTXLUH�VSHFLDO
DWWHQWLRQ�WR�WKHVH�VHFWRUV�

• (IIRUWV�DOVR�KDYH�WR�IRFXV�RQ�WKH�HVWDEOLVKPHQW�RI�YDQJXDUG�SRVLWLRQV�LQ
WKH�QHZO\�HPHUJLQJ�PDUNHWV�DVVRFLDWHG�ZLWK�ELRWHFKQRORJ\��QHZ
PDWHULDOV�DQG�QDQRWHFKQRORJ\�

• 7KH�VL]H�RI�WKH�JDS�DQG�WKH�JURZWK�UDWHV�LQ�EXVLQHVV�5	'�H[SHQGLWXUH
WKDW�DUH�QHHGHG�WR�FORVH�WKH�JDS�E\������DUJXH�IRU�WKH�XUJHQW
IRUPXODWLRQ�DQG�WLPHO\�LPSOHPHQWDWLRQ�RI�DSSURSULDWH�SROLFLHV�DFURVV�WKH
(8�

• 7KH�QDWXUH�RI�WKH�JDS�FDOOV�IRU�D�VKLIW�IURP�QDWLRQDO�HFRQRPLHV�SRSXODWHG
E\�60(�GRPLQDWHG��ORZ�DQG�PHGLXP�WHFK�VHFWRUV�WR�WKRVH�ZLWK�D�ODUJHU
SURSRUWLRQ�RI�KLJK�WHFK�ILUPV�DQG�ODUJH�UHVHDUFK�LQWHQVLYH�FRQJORPHUDWHV

• :LWKRXW�SDUDOOHO�DFWLRQV�WR�LPSURYH�WKH�VXSSO\�RI�TXDOLILHG�VFLHQWLVWV�DQG
HQJLQHHUV�LQ�WKH�(8��RWKHU�SROLF\�LQLWLDWLYHV�WR�FORVH�WKH�JDS�DUH�OLNHO\�WR
EH�LQ�YDLQ�



��

������8QGHUVWDQGLQJ�3ULYDWH �6HFWRU�5	'�,QYHVWPHQW�%HKDYLRXU
3ROLFLHV�GHVLJQHG�WR�EULGJH�WKH�EXVLQHVV�5	'�JDS�QHHG�WR�EH�EDVHG�RQ�DQ
XQGHUVWDQGLQJ�RI�

• 7KH�GLIIHUHQW�URXWHV�ZKLFK�FDQ�EH�WDNHQ�WR�FORVH�WKH�JDS�
• 7KH�PRWLYDWLRQV�ZKLFK�XQGHUSLQ�5	'�LQYHVWPHQW�GHFLVLRQV�LQ�GLIIHUHQW

W\SHV�RI�ILUPV�DQG�FRQWH[WV�
• 7KH�5	'�LQYHVWPHQW�EDUULHUV�WKDW�H[LVW�LQ�GLIIHUHQW�VLWXDWLRQV�

,Q�WHUPV�RI�URXWHV�FDSDEOH�RI�FORVLQJ�WKH�JDS��EXVLQHVV�VHFWRU�5	'�LQ�WKH�(8�FDQ
EH�LQFUHDVHG��LQWHU�DOLD 
 ��YLD�

• )LUPV�ZLWK�5	'�FDSDFLW\�RXWVLGH�WKH�(8��H�J��ODUJH�0XOWL�1DWLRQDO
&RPSDQLHV��01&V���UHORFDWLQJ�LW�ZLWKLQ�WKH�(8�

• )LUPV�ZLWK�H[LVWLQJ�5	'�FDSDFLW\�LQFUHDVLQJ�WKHLU�H[SHQGLWXUH�RQ�5	'�
• )LUPV�ZLWK�QR�5	'�FDSDFLW\�RU�H[SHULHQFH�LQLWLDWLQJ�5	'�DFWLYLWLHV�RU

RXWVRXUFLQJ�
• 7KH�FUHDWLRQ�DQG�JURZWK�RI�QHZ�5	'�SHUIRUPLQJ��KLJK�WHFK�VWDUW�XSV�
• &RPELQDWLRQV�RI�DOO�WKHVH�URXWHV�

7KH�PRWLYDWLRQV�DQG�EDUULHUV�WKDW�VKDSH�LQYHVWPHQW�GHFLVLRQV�GLIIHU�IRU�HDFK�RI
WKHVH�URXWHV��DV�GR�WKH�SROLFLHV�QHHGHG�WR�VWLPXODWH�DGGLWLRQDO�5	'�H[SHQGLWXUH
LQ�WKH�(8�

��������5HORFDWLQJ�5	'
2YHU�WKH�ODVW�GHFDGH�RU�VR��WKH�GLFWDWHV�RI�JOREDOLVDWLRQ�KDYH�OHG�PDQ\�(8�RZQHG
ILUPV�ZLWK�PXOWL�QDWLRQDO�RSHUDWLRQV�WR�ORFDWH�5	'�IDFLOLWLHV�LQ�WKH�86�DQG
HOVHZKHUH���7KHUH�KDYH�DOVR�EHHQ�IORZV�LQWR�WKH�(8��EXW�QHW�IORZV�KDYH�EHHQ
RXWZDUG���*LYHQ�WKH�VL]H�RI�WKH�ILUPV�LQYROYHG�DQG�WKH�DVVRFLDWHG�OHYHOV�RI�5	'
H[SHQGLWXUH��UHYHUVLQJ�WKLV�WUHQG�ZRXOG�KDYH�DQ�DSSUHFLDEOH�LPSDFW�RQ�EXVLQHVV
5	'�OHYHOV�LQ�WKH�(8���,W�ZRXOG�DOVR�FRQVWLWXWH�DQ�LPSRUWDQW�LQJUHGLHQW�RI�DQ\
DWWHPSW�WR�UHFRQILJXUH�WKH�LQGXVWULDO�VWUXFWXUH�RI�WKH�(8���+RZHYHU��WKH
LQYHVWPHQW�GHFLVLRQV�RI�PXOWL�QDWLRQDOV�FRQFHUQLQJ�WKH�ORFDWLRQ�RI�5	'�IDFLOLWLHV
DUH�GULYHQ�E\�PDQ\�IDFWRUV��WKH�PRVW�LPSRUWDQW�RI�ZKLFK�WHQG�WR�EH�SUR[LPLW\�WR
NH\�PDUNHWV��WKH�DYDLODELOLW\�RI�VNLOOHG�UHVHDUFKHUV�DQG�FRQYHQLHQW�DFFHVV�WR
NQRZOHGJH�LQIUDVWUXFWXUHV���(IIHFWLYH�SROLFLHV�WR�VWLPXODWH�UHORFDWLRQ�ZRXOG
QHFHVVDULO\�KDYH�WR�WDUJHW�WKHVH�IUDPHZRUN�FRQGLWLRQV��PDQ\�RI�ZKLFK�DUH�WKH
FRQFHUQ�RI�EURDG�HFRQRPLF�RU�HGXFDWLRQDO�SROLF\�DQG�OLH�RXWVLGH�RU�DW�WKH�PDUJLQV
RI�FRQYHQWLRQDO�ODUJH�ILUP�RULHQWHG�5	'�SROLF\���0RUH�VXEVLGLHV�IRU�ODUJH�ILUPV�WR
SHUIRUP�5	'�DUH�QRW�WKH�DQVZHU���$�EHWWHU�DSSURDFK�WR�DWWUDFW�ODUJH�ILUP
LQYHVWPHQWV�LV�WR�QXUWXUH�WKH�JURZWK�RI�OHDG�PDUNHWV��LPSURYH�PDUNHW�DFFHVV�DQG
UHJXODWRU\�IUDPHZRUNV��VWUHQJWKHQ�WKH�SXEOLF�UHVHDUFK�EDVH��XQLYHUVLWLHV�DQG
SXEOLF�ODEV���VWLPXODWH�WKH�FUHDWLRQ�RI�17%)V�DQG�VWUHQJWKHQ�WKH�5	'�FDSDELOLWLHV
RI�WKH�ODUJHU�SRSXODWLRQ�RI�60(V��VR�WKDW�ODUJH�ILUPV�ILQG�WKHP�DWWUDFWLYH�VXSSOLHUV
�L�H��D�VWUDWHJ\�RI�IHHGLQJ�WKH�ILVKHV�UDWKHU�WKDQ�WKH�ZKDOHV��

�����������������������������������������������

 � /HVV�REYLRXV�ZD\V�RI�UDLVLQJ�5	'�H[SHQGLWXUH�OHYHOV�LQYROYH�UDLVLQJ�VDODU\�OHYHOV�IRU
UHVHDUFKHUV�DQG�UHGHILQLQJ�5	'�H[SHQGLWXUH�WR�LQFOXGH�µVRIW¶�UHVHDUFK�RQ�EXVLQHVV
PDQDJHPHQW�DQG�RUJDQLVDWLRQDO�LQQRYDWLRQ���%RWK�WKHVH�URXWHV�PLJKW�DSSHDU�WULYLDO�DW�ILUVW
VLJKW��EXW�QHLWKHU�VKRXOG�EH�GLVPLVVHG�RXW�RI�KDQG�EHFDXVH�RI�WKH�FDWDO\WLF�HIIHFWV�WKH\
FRXOG�KDYH�RQ�FDUHHU�DWWUDFWLYHQHVV�DQG�WKH�VWLPXODWLRQ�RI�EHVW�SUDFWLFH�ZLWKLQ�ILUPV�



��

��������,QFUHDVLQJ�5	'
)LUPV�ZLWK�H[LVWLQJ�5	'�FDSDFLW\�WHQG�WR�LQFUHDVH�H[SHQGLWXUH�RQ�5	'�RQO\�ZKHQ
WKHUH�LV�D�SHUFHLYHG�QHHG�DQG�ZKHQ�DGHTXDWH�UHVRXUFHV�DUH�DYDLODEOH�WR
RYHUFRPH�DQ\�EDUULHUV�WR�IXOILOOLQJ�WKLV�QHHG���$SSURSULDWH�SROLFLHV�WR�VWLPXODWH
5	'�H[SHQGLWXUH�WKXV�RIWHQ�IDOO�LQWR�WKUHH�EURDG�FDWHJRULHV��WKRVH�ZKLFK�FUHDWH
RSSRUWXQLWLHV��WKRVH�ZKLFK�KHOS�ILUPV�WR�UHFRJQLVH�QHZ�RSSRUWXQLWLHV�DQG
WUDQVODWH�WKHP�LQWR�SHUFHLYHG�QHHGV��DQG�WKRVH�ZKLFK�KHOS�ILUPV�±�VPDOO�DQG
ODUJH�±�WR�RYHUFRPH�DQ\�REVWDFOHV�WKDW�VWDQG�LQ�WKHLU�ZD\���$JDLQ�PDQ\�RI�WKHVH
SROLFLHV�DUH�WKRVH�WKDW�GHDO�ZLWK�IUDPHZRUN�FRQGLWLRQV�VXFK�DV�WKH�HGXFDWLRQ�DQG
WUDLQLQJ�RI�UHVHDUFKHUV�DQG�WKH�UHVROXWLRQ�RI�KXPDQ�UHVRXUFH�FRQVWUDLQWV��EXW
RWKHUV�IDOO�PRUH�GLUHFWO\�XQGHU�WKH�KHDGLQJ�RI�5	'�SROLF\���3URFXUHPHQW�SROLFLHV
WKDW�FDOO�IRU�WHFKQRORJLFDO�VROXWLRQV�UHTXLULQJ�5	'��IRU�H[DPSOH��FDQ�FUHDWH�QHZ�
GHPDQGLQJ�PDUNHWV��DQG�SXEOLF�LQYHVWPHQW�LQ�EDVLF�UHVHDUFK�FDQ�FUHDWH�QHZ
WHFKQRORJLFDO�RSSRUWXQLWLHV�IRU�ILUPV�WR�H[SORLW���,Q�WHUPV�RI�UHFRJQLVLQJ�QHZ
RSSRUWXQLWLHV��IRUHVLJKW�H[HUFLVHV�FDQ�VWLPXODWH�LQWHUHVW�LQ�QHZ�UHVHDUFK�DUHDV�
DQG�DZDUHQHVV�FDPSDLJQV�FDQ�DOVR�UHRULHQW�UHVHDUFK�SULRULWLHV���0RUH�GLUHFWO\�
JUDQWV�DQG�ORDQV�IRU�5	'�SURMHFWV�KHOS�ILUPV�QRW�RQO\�WR�UHFRJQLVH�QHZ
RSSRUWXQLWLHV��EXW�DOVR�WR�RYHUFRPH�ILQDQFLQJ�EDUULHUV���0RUH�LQGLUHFWO\��5	'
WD[DWLRQ�LQFHQWLYHV�FDQ�DFFRPSOLVK�WKH�VDPH�MRE���&ROODERUDWLYH�5	'�SURJUDPPHV
DQG�VLPLODU�PHDVXUHV�DOVR�ORFDWH�ILUPV�ZLWKLQ�D�EURDGHU�NQRZOHGJH�LQIUDVWUXFWXUH
DQG�KHOS�RYHUFRPH�EDUULHUV�UHODWHG�WR�UHVWULFWHG�NQRZOHGJH�IORZV�
3ROLFLHV�WR�VWLPXODWH�GHPDQG�IRU�WKH�SURGXFWV�RI�WHFKQRORJLFDO�LQQRYDWLRQ�DQG
SURPRWH�WKHLU�GLIIXVLRQ�FRQVWLWXWH�DQRWKHU�FDWHJRU\�WKDW�FDQ�DIIHFW�5	'�OHYHOV�
(QKDQFHG�PDUNHW�SURVSHFWV�DIIHFW�SHUFHLYHG�ULVN�UHZDUG�UDWLRV��ORZHU�HQWU\
EDUULHUV�DQG�PDNH�5	'�PRUH�DWWUDFWLYH��ZKLOH�UHVXOWDQW�VDOHV�JHQHUDWH�SURILWV
WKDW�FDQ�EH�SORXJKHG�EDFN�LQWR�5	'���6LPLODUO\��PDQ\�PHDVXUHV�GHVLJQHG�WR
LPSURYH�WKH�FRPPHUFLDOLVDWLRQ�RI�5	'�UHVXOWV�DQG�HQKDQFH�WKH�LQQRYDWLRQ
SHUIRUPDQFH�RI�ILUPV�DOVR�KDYH�D�VXEVHTXHQW��LQGLUHFW�EXW�QHYHUWKHOHVV�SRVLWLYH
LPSDFW�RQ�5	'�OHYHOV���$OWKRXJK�WKH\�PD\�EH�PRUH�GLIILFXOW�WR�DVVHVV��LQQRYDWLRQ
PHDVXUHV�WKDW�KDYH�LQGLUHFW�LPSDFWV�PD\�EH�DV��RU�HYHQ�PRUH��LPSRUWDQW�WKDQ
RWKHU�5	'�VXSSRUW�PHDVXUHV�

��������5	'�1RYLFHV
3HUKDSV�WKH�PRVW�GLIILFXOW�DUHD�WR�DGGUHVV�LQ�WHUPV�RI�LQFUHDVLQJ�5	'�H[SHQGLWXUH
LQ�WKH�(8�FRQFHUQV�WKH�LQLWLDWLRQ�RI�µ5	'�YLUJLQV¶�LQWR�WKH�FLUFOH�RI�5	'�SHUIRUPLQJ
ILUPV��RU�DW�OHDVW�LQWR�WKH�FLUFOH�RI�ILUPV�ZLOOLQJ�DQG�DEOH�WR�EHQHILW�IURP�5	'
SHUIRUPHG�E\�D�VHUYLFH�SURYLGHU��H�J��D�FRQWUDFW�UHVHDUFK�RUJDQLVDWLRQ���1RQ�5	'
SHUIRUPLQJ�FRPSDQLHV�FRQVWLWXWH�WKH�YDVW�PDMRULW\�RI�ILUPV�LQ�WKH�(8��PDQ\�RI
ZKLFK�DUH�60(V�DFWLYH�LQ�WKH�PRUH�WUDGLWLRQDO��ORZ�WHFK�VHFWRUV���7\SLFDO
LQQRYDWLRQ�UHODWHG�GHILFLWV�IRU�ILUPV�RI�WKLV�W\SH�FRPSULVH�QRQ�H[LVWHQW�RU�ZHDNO\
GHYHORSHG�LQ�KRXVH�5	'�FRPSHWHQFH��ORZ�OHYHOV�RI�5	'�DQG�LQQRYDWLRQ
H[SHQGLWXUH�DV�D�SHUFHQWDJH�RI�WXUQRYHU��YHU\�OLPLWHG�FR�RSHUDWLRQ�ZLWK�SXEOLF
UHVHDUFK�LQVWLWXWLRQV�DQG�RU�RWKHU�FRPSDQLHV��DQG�D�QHJOLJLEOH�VKDUH�RI�ZRUOG
PDUNHWV�IRU�KLJK�WHFK�SURGXFWV���7KH�PRWLYDWLRQ�WR�SHUIRUP�5	'�LV�RIWHQ�DEVHQW
EHFDXVH�RI�D�ODFN�RI�SHUFHLYHG�QHHG��HYHQ�WKRXJK�LW�LV�EHFRPLQJ�LQFUHDVLQJO\
REYLRXV�WKDW�60(V�RI�WKLV�QDWXUH�DUH�OLNHO\�WR�VWUXJJOH�LQ�D�NQRZOHGJH�GULYHQ
HFRQRP\�XQOHVV�5	'�DQG�LQQRYDWLRQ�SROLFLHV�ZLWK�D�EURDGHU�UHDFK�DQG�D�IRFXV�RQ
UDLVLQJ�DZDUHQHVV�DQG�FRPSHWHQFH�EXLOGLQJ�DUH�LPSOHPHQWHG�E\�JRYHUQPHQWV
DFURVV�WKH�(8���(IIRUWV�DOVR�KDYH�WR�EH�PDGH�WR�LQWURGXFH�WKHVH�60(V�WR�FRQWUDFW
UHVHDUFK�RUJDQLVDWLRQV�DQG�WR�VXSSRUW�WKHLU�LQWHUDFWLRQ�
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��������6WDUW�XSV
,QQRYDWLRQ�SROLFLHV�DLPHG�DW�WKH�FUHDWLRQ�RI�QHZ��KLJK�WHFK�5	'�SHUIRUPLQJ�ILUPV
KDYH�D�GLUHFW�LPSDFW�RQ�5	'�OHYHOV�LQ�WKDW�WKH\�JLYH�ELUWK�WR�QHZ�5	'�DFWRUV�
6XFK�LPSDFWV�DUH�W\SLFDOO\�VPDOO�LQ�WKH�VKRUW�WHUP��EXW�SRWHQWLDO�ORQJ�WHUP
LPSDFWV�DUH�PXFK�JUHDWHU�LI�KLJK�WHFK�VWDUW�XSV�DQG�VSLQ�RIIV�WKULYH�DQG�SURVSHU�
IRU�WKH\�DUH�JHQHUDOO\�UHFRJQLVHG�DV�LPSRUWDQW�VRXUFHV�RI�LQQRYDWLRQ���2QH�RQO\
KDV�WR�ORRN�DW�86�VWDUW�XSV�LQ�UHFHQW�GHFDGHV��0LFURVRIW��&LVFR��6XQ�
0LFURV\VWHPV��*HQHQWHFK�HWF���WR�VHH�KRZ�VXFFHVVIXO�VWDUW�XSV�FDQ�GUDVWLFDOO\
DOWHU�WKH�LQGXVWULDO�ODQGVFDSH�LQ�UHODWLYHO\�VKRUW�SHULRGV�RI�WLPH���6XFK�ILUPV�DUH
LPSRUWDQW�LQJUHGLHQWV�RI�HIIRUWV�GHVLJQHG�WR�QXUWXUH�QHZ�WHFKQRORJLFDO�DUHDV�DQG
VWLPXODWH�LQGXVWULDO�JURZWK��QRW�RQO\�EHFDXVH�RI�WKHLU�RZQ�KLJKO\�LQQRYDWLYH�DQG
UHVHDUFK�LQWHQVLYH�EHKDYLRXU��EXW�DOVR�EHFDXVH�WKH\�FDWDO\VH�VLPLODU�EHKDYLRXU
DPRQJVW�WKHLU�FRPSHWLWRUV��VXSSOLHUV�DQG�FXVWRPHUV�

��������60(�%DUULHUV
$FFHVV�WR�H[WHUQDO�FDSLWDO�LV�FULWLFDO�IRU�QHZ�VWDUW�XSV�DQG�VSLQ�RIIV���,Q�D�VLPLODU
YHLQ��DFFHVV�WR�FDSLWDO�IRU�5	'�DFWLYLWLHV�LV�DOVR�D�EDUULHU�WKDW�SDUWLFXODUO\�DIIHFWV
60(V�JHQHUDOO\�DQG�17%)V�LQ�SDUWLFXODU���/DUJHU�ILUPV�WHQG�WR�ILQDQFH�WKH�EXON�RI
WKHLU�UHVHDUFK�RXW�RI�SURILWV � �DQG�SXEOLF�SROLFLHV�RQO\�WHQG�WR�VWLPXODWH�DFWLYLWLHV
DW�WKH�PDUJLQ��WKRXJK�PDQ\�RI�WKHVH�PDUJLQDO�DFWLYLWLHV�LQYROYH�FROODERUDWLRQ
ZLWK�XQLYHUVLWLHV�DQG�60(V��ZKHUH�VSLOORYHU�DQG�QHWZRUN�HIIHFWV�DUH�KLJKHVW���)RU
VPDOOHU�ILUPV��KRZHYHU��DFFHVV�WR�H[WHUQDO�FDSLWDO�LV�RIWHQ�D�GHFLVLYH�IDFWRU�LQ
5	'�LQYHVWPHQW�GHFLVLRQV�DQG�SXEOLF�SROLFLHV�WKDW�DIIHFW�WKH�DYDLODELOLW\�RI
H[WHUQDO�FDSLWDO�FDQ�SOD\�D�FULWLFDO�UROH�LQ�GHWHUPLQLQJ�RYHUDOO�5	'�IXQGLQJ�OHYHOV
ZLWKLQ�H[LVWLQJ�60(V�
$OWKRXJK�ILQDQFLDO�FRQVWUDLQWV�DUH�SDUWLFXODUO\�LPSRUWDQW�IRU�5	'�LQYHVWPHQW�E\
60(V��RWKHU�FRQVWUDLQWV�DOVR�SOD\�D�UROH���7KH�VKRUWDJH�RI�VNLOOHG�5	'�SHUVRQQHO
LV�D�GLUHFW�FRQVWUDLQW�RQ�5	'�DFWLYLW\�RIWHQ�UHSRUWHG�E\�KLJK�WHFK�DQG�LQQRYDWLQJ
60(V���2WKHU�FRQVWUDLQWV�W\SLFDO�IRU�60(V�PD\�EH�FRQVLGHUHG�LQGLUHFW�FRQVWUDLQWV
RQ�5	'�LQYHVWPHQWV��LQVRIDU�DV�WKH\�LPSDFW�RQ�WKH�FDVK�IORZ�JHQHUDWHG�E\�WKH
ILUP���7KH�ODFN�RI�H[SHULHQFHG�PDQDJHUV��VXFK�DV�ILQDQFH�DQG�PDUNHWLQJ
PDQDJHUV��QHHGHG�WR�FRPSOHPHQW�WKH�WHFKQLFDO�VNLOOV�W\SLFDOO\�KHOG�E\�WKH�ILUP
IRXQGHU��LV�D�ZLGHVSUHDG�FRQVWUDLQW���$�YDULHW\�RI�PDUNHW�SUREOHPV��VXFK�DV�ODFN
RI��RU�VORZ�JURZWK�RI��UHOHYDQW�PDUNHWV��RU�DQ�H[FHVV�RI�FRPSHWLWRUV�LQ�WKHVH
PDUNHWV��FDQ�LPSDFW�FDVK�IORZ�DQG�WKXV�5	'�LQYHVWPHQW���3UREOHPV�ZLWK
WHFKQRORJ\�WUDQVIHU��RU�D�ODFN�RI�ILUPV�ZLWK�WKH�UHOHYDQW�H[SHULHQFH�QHHGHG�WR
FRRSHUDWH�RQ�DQ�5	'�SURMHFW��UHSUHVHQW�ERWWOHQHFNV�KLQGHULQJ�5	'�LQYHVWPHQW�
)LQDOO\��WKH�ODFN�RI�HQWUHSUHQHXULDO�WDOHQW�ZLOOLQJ�WR�VWDUW�XS�QHZ�ILUPV�LV�D
SUREOHP�LQ�PDQ\�(XURSHDQ�FRXQWULHV�DQG�UHJLRQV��OHDGLQJ�WR�D�ODFN�RI�HQWUDQWV�LQ
QHZ�ILHOGV���$�ZLGH�YDULHW\�RI�SXEOLF�PHDVXUHV�KDYH�EHHQ�LQWURGXFHG�WR�WU\�WR
GHDO�ZLWK�WKHVH�FRQVWUDLQWV��EXW�ZLWK�YDU\LQJ�VXFFHVV�

�����������������������������������������������
� � 7KDW�VDLG��HYHQ�ODUJH�ILUPV�EHQHILW�IURP�DFFHVV�WR�H[WHUQDO�VRXUFHV�RI�FDSLWDO�ZKHQ
SURILWV�PDUJLQV�DUH�VPDOO�RU�GHFUHDVLQJ�GXH�WR�VORZ�HFRQRPLF�JURZWK��VWRFN�PDUNHW
VOXPSV��PDUNHW�VDWXUDWLRQ�HWF���7KH�VWURQJ�JURZWK�LQ�YROXPH�RI�(,%�ORDQV�WR�ODUJH�ILUPV�LQ
UHFHQW�\HDUV�LV�WHVWLPRQ\�WR�WKLV�
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��������&DSLWDO�*DSV
3XEOLF�SROLFLHV�WR�LPSURYH�DFFHVV�WR�H[WHUQDO�FDSLWDO�ZRXOG�QRW�EH�QHHGHG�LI�WKLV
DFFHVV�ZHUH�VXIILFLHQW���$OO�WKH�HYLGHQFH��KRZHYHU��SRLQWV�WR�WKH�H[LVWHQFH�RI
UHODWLYH�JDSV�LQ�WKH�VXSSO\�RI�FDSLWDO�IRU�5	'��LQQRYDWLRQ�DQG�VWDUW�XSV�ZLWKLQ�WKH
(8���9HQWXUH�FDSLWDO�OHYHOV�LQ�WKH�86��IRU�H[DPSOH��DUH�FRQVLGHUDEO\�KLJKHU�LQ�WKH
86�WKDQ�LQ�WKH�(8��([KLELWV������DQG��������WKRXJK�WKHUH�KDV�EHHQ�VRPH
FRQWUDFWLRQ�LQ�WKH�ZDNH�RI�WKH�GRW�FRP�VKDNHRXW���,Q�������WKH�8QLWHG�6WDWHV�KDG
86'�����ELOOLRQ�� �����ELOOLRQ��LQYHVWHG�LQ�������FRPSDQLHV��RI�ZKLFK�DERXW�86'
���ELOOLRQ�� ���ELOOLRQ���RU�DSSUR[LPDWHO\������RI�*'3��ZDV�HDUO\��DQG�H[SDQVLRQ�
VWDJH�IXQGLQJ� � ��&DQDGD��WKH�1HWKHUODQGV�DQG�WKH�8QLWHG�.LQJGRP�DOVR�KDG�OHYHOV
RI�HDUO\��DQG�H[SDQVLRQ�VWDJH�YHQWXUH�FDSLWDO�DERYH������RI�*'3�LQ�������ZKLOH
WKH�(8�DYHUDJH�RQO\�UHDFKHG�������

([KLELW��������*URZWK�RI�9HQWXUH�&DSLWDO�0DUNHWV�LQ�2(&'�&RXQWULHV
���������

Early- and Expansion-stage Financing as a Percentage of GDP

6RXUFH��2(&'

�����������������������������������������������
� � 'DWD�IURP�WKH�1DWLRQDO�9HQWXUH�&DSLWDO�$VVRFLDWLRQ���6HH�ZZZ�QYFD�FRP
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([KLELW��������7UHQGV�LQ�9HQWXUH�&DSLWDO�)XQGLQJ�LQ�0DMRU�2(&'
&RXQWULHV�DQG�5HJLRQV

Early and Expansion Stage Venture Capital as a Share of GDP

6RXUFH��2(&'
9HQWXUH�FDSLWDO�VXSSRUWV�5	'�LQGLUHFWO\�E\�SURYLGLQJ�ILQDQFLQJ�WR�ULVN\�EXVLQHVV
YHQWXUHV���(DUO\��DQG�H[SDQVLRQ�VWDJH�YHQWXUH�FDSLWDO��LQ�SDUWLFXODU��WHQGV�WR
ILQDQFH�WKH�DFWLYLWLHV�RI�VPDOO��JURZLQJ�FRPSDQLHV�WKDW�DUH�DFWLYH�LQ�KLJK�
WHFKQRORJ\�ILHOGV���%HFDXVH�WKHVH�ILUPV�DOVR�WHQG�WR�EH�KLJKO\�5	'�LQWHQVLYH�
HDUO\��DQG�H[SDQVLRQ�VWDJH�YHQWXUH�FDSLWDO�LV�WKXV�D�FULWLFDO�VRXUFH�RI�ILQDQFH�IRU
5	'�LQ�VPDOO�FRPSDQLHV��+\\WLQHQ�DQG�3DMDULQHQ����������,Q�WKH�8QLWHG�6WDWHV�
IRU�H[DPSOH��LQFUHDVHG�YHQWXUH�FDSLWDO�IXQGLQJ�DSSHDUV�WR�KDYH�KHOSHG�VSXU
LQFUHDVHV�LQ�WKH�VKDUH�RI�EXVLQHVV�5	'�FRQGXFWHG�E\�60(V���5	'�H[SHQGLWXUHV�RI
60(V�LQFUHDVHG�DW�DOPRVW�WZLFH�WKH�UDWH�RI�WKRVH�RI�ODUJH�ILUPV�EHWZHHQ�����
DQG�������ZLWK�5	'�H[SHQGLWXUHV�RI�WKH�VPDOOHVW�ILUPV�LQFUHDVLQJ�PRVW�TXLFNO\
�([KLELW���������$V�D�UHVXOW��WKHLU�VKDUH�RI�WRWDO�LQGXVWU\�5	'�H[SHQGLWXUHV�JUHZ
IURP�����WR�DOPRVW�����EHWZHHQ������DQG������EHIRUH�GHFOLQLQJ�WR�����LQ
������2(&'������D��
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([KLELW��������5	'�([SHQGLWXUHV�E\�86�60(V
���������

Millions of Constant 1995 USD

No. of Employees 1997 1998 1999 2000 % Change
1997-2000

Fewer than 25 2,730 4,088 5,986 5,435 99%
25 to 49 2,642 2,713 4,103 4,379 66%
50 to 99 3,676 5,540 6,201 6,171 68%

100 to 249 6,358 7,117 6,124 7,640 20%
250 to 499 5,628 5,934 6,935 6,239 11%
Total SME 21,034 25,393 29,349 29,846 42%
SME share 16.4% 18.4% 19.6% 18.1%

1RWH��60(V�GHILQHG�KHUH�WR�KDYH������HPSOR\HHV

6RXUFH��2(&'������D���EDVHG�RQ�GDWD�IURP�1DWLRQDO�6FLHQFH�)RXQGDWLRQ������

5HFWLI\LQJ�YHQWXUH�FDSLWDO�JDSV�ZLOO�QRW�EH�HDV\�LQ�WKH�FXUUHQW�FOLPDWH��KRZHYHU�
7KH�HFRQRPLF�GRZQWXUQ�WKDW�EHJDQ�LQ������UHVXOWHG�LQ�D�VLJQLILFDQW�GHFUHDVH�LQ
YHQWXUH�FDSLWDO�IXQGLQJ�DQG�LWV�UHGLUHFWLRQ�WRZDUGV�H[SDQVLRQ�IXQGLQJ�IRU
HVWDEOLVKHG�FRPSDQLHV��5LFKWHO����������86�YHQWXUH�FDSLWDO�IXQGLQJ�GHFOLQHG
VWHHSO\�LQ�������IURP�86'�����ELOOLRQ�� �����ELOOLRQ��LQ������WR�86'����ELOOLRQ
� �����ELOOLRQ��LQ�������RI�ZKLFK�86'����ELOOLRQ�� �����ELOOLRQ���RU������RI�*'3�
ZDV�IRU�HDUO\�DQG�H[SDQVLRQ�VWDJHV���(XURSHDQ�YHQWXUH�FDSLWDO�DOVR�GHFOLQHG
VLJQLILFDQWO\�EHWZHHQ������DQG�������IURP�D�KLJK�RI� �����ELOOLRQ�WR� �����ELOOLRQ�
ZLWK�HDUO\�DQG�H[SDQVLRQ�VWDJH�IXQGLQJ�LQ�WKH�(8�GHFOLQLQJ�WR�������RI�*'3���,Q
FRQWUDVW��6ZHGHQ�DQG�'HQPDUN�VDZ�VWHDG\�JDLQV�LQ�YHQWXUH�FDSLWDO�DV�D�VKDUH�RI
*'3�
5HPHG\LQJ�WKH�DYDLODELOLW\�RI�FDSLWDO�IRU�UHVHDUFK�UHODWHG�DFWLYLWLHV�DOVR�FDOOV�IRU�D
NHHQ�XQGHUVWDQGLQJ�RI�WKH�ZD\�GLIIHUHQW�FDSLWDO�PDUNHWV�RSHUDWH�DQG�WKH�UHDVRQV
ZK\�VRPH�XQGHU�SHUIRUP�LQ�WKH�(8���7KHUH�DUH�GLVWLQFW�GLIIHUHQFHV��IRU�H[DPSOH�
EHWZHHQ�WKH�PDUNHWV�IRU�SUH�VHHG�FDSLWDO��H�J��FDSLWDO�XVHG�WR�QXUWXUH�WKH
WUDQVIRUPDWLRQ�RI�UHVHDUFK�HQGHDYRXUV�LQWR�EXVLQHVV�VWDUW�XS�SURSRVDOV���HDUO\�
VWDJH�FDSLWDO��H�J��YHQWXUH�FDSLWDO�SURYLGHG�LQ�H[FKDQJH�IRU�HTXLW\�DW�WKH�VHHG
DQG�VWDUW�XS�SKDVHV���DQG�H[SDQVLRQ�FDSLWDO��VRPHWLPHV�SURYLGHG�YLD�K\EULG�GHEW
DQG�HTXLW\�ILQDQFH�SDFNDJHV����3UREOHPV�DULVH�ZLWK�WKH�ODWWHU��IRU�H[DPSOH�
EHFDXVH�RI�WKH�VFDUFLW\�LQ�WKH�(8�RI�VSHFLDOLVHG�OHQGHUV�ZLWK�DQ�DSSHWLWH�IRU
SURYLGLQJ�ORDQV�WR�60(V�ZKHUH�H[SHFWHG�UHWXUQV��LQFOXGLQJ�WKRVH�DVVRFLDWHG�ZLWK
WKH�HTXLW\�SDUW�RI�WKH�SDFNDJH��DUH�VXEVWDQWLDOO\�DERYH�QRUPDO�EDQN�PDUJLQV�EXW
VLJQLILFDQWO\�EHORZ�WKRVH�H[SHFWHG�ZLWK�QRUPDO�YHQWXUH�HTXLW\���3XEOLF�SROLFLHV
DIIHFWLQJ�WKH�RSHUDWLRQ�RI�WKHVH�PDUNHWV�WKXV�QHHG�WR�EH�ILQHO\�WXQHG�LI�WKH\�DUH
WR�EH�HIIHFWLYH�

��������6\VWHPLF�%HKDYLRXU
7KH�VFDOH�RI�WKH�VWUXFWXUDO�FKDQJHV�QHHGHG�WR�WUDQVIRUP�WKH�(8�LQWR�D
UHVHDUFK�LQWHQVLYH��KLJK�WHFK��NQRZOHGJH�EDVHG�HFRQRP\�PDNH�LW
KLJKO\�XQOLNHO\�WKDW�DQ\�VLQJOH�URXWH�±�LQ�LVRODWLRQ�±�ZLOO�EH�HQRXJK�
/DUJH�01&V�ZLOO�QHHG�WR�LQFUHDVH�WKH�VKDUH�RI�WKHLU�5	'�FDSDFLW\�LQ�(XURSH�
H[LVWLQJ�5	'�SHUIRUPHUV�ZLOO�QHHG�WR�LQFUHDVH�WKHLU�H[SHQGLWXUH�RQ�5	'��ORZ�
WHFK�ILUPV�ZLOO�QHHG�WR�XSJUDGH�DQG�LQLWLDWH�5	'�DFWLYLWLHV��DQG�HIIRUWV�ZLOO�EH
QHHGHG�WR�HQFRXUDJH�QHZ�KLJK�WHFK�VWDUW�XSV�DQG�VSLQ�RIIV���7KLV�SHUFHSWLRQ�LV
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UHLQIRUFHG�E\�WKH�VLPSOH�REVHUYDWLRQ�WKDW�LQQRYDWLRQ�ZLWKLQ�D
NQRZOHGJH�EDVHG�VRFLHW\�LV�D�FRPSOH[�SURFHVV�LQ�ZKLFK�WKH�IDWHV�DQG
IRUWXQHV�RI�PXOWLSOH�VWDNHKROGHUV�DUH�LQH[WULFDEO\�OLQNHG���/DUJH�ILUPV
ERQG�LQ�VWUDWHJLF�DOOLDQFHV��60(V�IRUP�LQWHJUDO�SDUWV�RI�WKH�VXSSO\�FKDLQV�RI
ODUJHU�ILUPV��ILUPV�RI�DOO�VKDSHV�DQG�VL]HV�LQWHUDFW�ZLWK�XQLYHUVLWLHV�DQG�RWKHU
UHVHDUFK�LQVWLWXWLRQV�LQ�WKH�TXHVW�IRU�NQRZOHGJH�DQG�WHFKQRORJLFDO�DGYDQFH�
,QQRYDWLRQ�WDNHV�SODFH�LQ�ZLGH�QHWZRUNV�RU�µLQQRYDWLRQ�V\VWHPV¶�LQ�ZKLFK
DFDGHPLFV�DQG�FRPSDQLHV�IURP�WKH�VDPH�DQG�GLIIHUHQW�VHFWRUV�EHQHILW�IURP�±
DQG�GHSHQG�XSRQ�±�WKH�VKDULQJ�RI�FRPSOHPHQWDU\�FRPSHWHQFHV���,Q�VXFK
FRPSOH[��LQWHU�UHODWHG�HQYLURQPHQWV��SROLFLHV�GHVLJQHG�WR�LQIOXHQFH�WKH
DFWLRQV�RI�DQ\�RQH�VHW�RI�DFWRUV�LQYDULDEO\�KDYH�FRQVHTXHQFHV�IRU
RWKHUV���0RUH�WR�WKH�SRLQW��KRZHYHU��VXFK�µVLQJOH�DFWRU¶�SROLFLHV�PD\�MXVW
FRQVWLWXWH�QRLVH�LQ�WKH�V\VWHP�XQOHVV�WKH\�DUH�UHLQIRUFHG�E\�PHDVXUHV�DFWLQJ�RQ
RWKHU�LQQRYDWLRQ�V\VWHP�PHPEHUV�ZKLFK�FRPSOHPHQW�DQG�UHLQIRUFH�HDFK�RWKHU�
(IIRUWV�WR�LQIOXHQFH�5	'�LQYHVWPHQW�EHKDYLRXU�LQ�FRPSOH[�DQG
WXUEXOHQW�HQYLURQPHQWV�WKXV�QHHG�WR�EH�EDVHG�QRW�MXVW�RQ�DQ
XQGHUVWDQGLQJ�RI�WKH�IDFWRUV�ZKLFK�LQIOXHQFH�WKH�5	'�LQYHVWPHQW
EHKDYLRXU�RI�LQGLYLGXDO�ILUPV��EXW�DOVR�RQ�DQ�XQGHUVWDQGLQJ�RI�ZKDW
LQIOXHQFHV�WKHLU�FROOHFWLYH�EHKDYLRXU��L�H��WKH�V\VWHPLF�EHKDYLRXU�RI�WKH
LQQRYDWLRQ�V\VWHPV�WR�ZKLFK�GLIIHUHQW�ILUPV�DQG�RWKHU�LQQRYDWLRQ�
RULHQWHG�DFWRUV�EHORQJ�

��������3ROLF\�,PSOLFDWLRQV
&RQVLGHUDWLRQ�RI�SULYDWH�VHFWRU�5	'�LQYHVWPHQW�EHKDYLRXU�KDV�WKH�IROORZLQJ
SROLF\�LPSOLFDWLRQV�

• $SSURSULDWH�SROLFLHV�DUH�SDWK�RU�URXWH�GHSHQGHQW��L�H��WKH\�GHSHQG�RQ
FRQWH[W�DQG�KLVWRU\�

• 3ROLFLHV�DLPHG�DW�SHUVXDGLQJ�JOREDO�FRPSDQLHV�WR�ORFDWH�RU�UHORFDWH�5	'
IDFLOLWLHV�LQ�WKH�(8�KDYH�WR�WDUJHW�IUDPHZRUN�FRQGLWLRQV�DQG�DUH�OLNHO\�WR
LQYROYH�D�PL[�RI�SROLFLHV��PDQ\�RI�WKHP�O\LQJ�RXWVLGH�WKH�FRQYHQWLRQDO
VSKHUH�RI�5	'�RU�LQQRYDWLRQ�SROLF\�

• 3ROLFLHV�ZKLFK�VWUHQJWKHQ�WKH�SXEOLF�UHVHDUFK�EDVH�DQG�WKH�WHFKQRORJLFDO
EDVH�RI�SRWHQWLDO�VXSSOLHUV�DUH�DWWUDFWLYH�WR�01&V�ZKHQ�ORFDWLQJ�5	'
FDSDFLW\�

• 6WLPXODWLQJ�DGGLWLRQDO�5	'�H[SHQGLWXUH�LQ�H[LVWLQJ�ORFDWLRQV�UHTXLUHV
SROLFLHV�WKDW�FUHDWH�RSSRUWXQLWLHV��SROLFLHV�WKDW�KHOS�ILUPV�WR�DSSUHFLDWH
QHHGV�DQG�RSSRUWXQLWLHV��DQG�SROLFLHV�WKDW�KHOS�WKHP�RYHUFRPH�DQ\
REVWDFOHV�LQ�WKHLU�SDWK�

• 3ROLFLHV�WR�VWLPXODWH�GHPDQG�DQG�LPSURYH�WKH�LQQRYDWLRQ�SHUIRUPDQFH�RI
ILUPV�KDYH�D�SXOO�WKURXJK�HIIHFW�ZKLFK�PDNHV�LW�PRUH�DWWUDFWLYH�WR
XQGHUWDNH�5	'�

• 0DQ\�RI�WKHVH�SROLFLHV�DJDLQ�OLH�RXWVLGH�WKH�UHDOP�RI�5	'�DQG�LQQRYDWLRQ
SROLF\��WKRXJK�PDQ\�OLH�GLUHFWO\�ZLWKLQ�LW�

• *LYHQ�WKH�SRWHQWLDO�YXOQHUDELOLW\�RI�PDQ\�(8�60(V�ZLWKLQ�WKH�FRQWH[W�RI�D
NQRZOHGJH�GULYHQ�HFRQRP\��WKHUH�LV�D�QHHG�IRU�SROLFLHV�ZLWK�D�EURDG
UHDFK�WKDW�DLP�QRW�RQO\�WR�XSJUDGH�WKH�DFWLYLWLHV�RI�H[LVWLQJ�5	'
SHUIRUPHUV��EXW�DOVR�WR�LQWURGXFH�QHZFRPHUV�WR�WKH�IROG�

• 3ROLFLHV�HQFRXUDJLQJ�VWDUW�XSV�DQG�VSLQ�RIIV�KDYH�VPDOO�LPPHGLDWH
LPSDFWV�EXW�LPSRUWDQW�ORQJ�WHUP�FRQVHTXHQFHV�IRU�5	'�OHYHOV�

• $FFHVV�WR�FDSLWDO�LV�D�PDMRU�SUREOHP�ZLWKLQ�WKH�(8�ZKLFK�FDQ�EH�DQG
VKRXOG�EH�DGGUHVVHG�E\�SXEOLF�SROLFLHV�
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• 7R�EH�HIIHFWLYH��SXEOLF�SROLFLHV�DGGUHVVLQJ�FDSLWDO�GHILFLHQFLHV�KDYH�WR�EH
ILQHO\�WXQHG�DQG�EDVHG�RQ�D�NHHQ�DSSUHFLDWLRQ�RI�WKH�ZD\�FDSLWDO�PDUNHWV
ZRUN�

• 6WUXFWXUDO�FKDQJH�ZLOO�UHTXLUH�FRPSOHPHQWDU\�SROLFLHV�WDUJHWHG�DW�D
YDULHW\�RI�DFWRUV�DQG�EDVHG�RQ�DQ�XQGHUVWDQGLQJ�RI�WKH�G\QDPLFV�RI�WKH
LQQRYDWLRQ�V\VWHPV�WR�ZKLFK�WKH\�EHORQJ�

������,Q�6HDUFK�RI�$SSURSULDWH�3ROLF\�0L[HV
3ROLFLHV�WR�VWLPXODWH�5	'�LQYHVWPHQW�OHYHOV�LQ�WKH�(8�VKRXOG�LGHDOO\�EH�EDVHG�RQ
DQ�XQGHUVWDQGLQJ�RI�WKH�GLPHQVLRQV�DQG�FDXVHV�RI�WKH�SUREOHP���7KLV�VHFWLRQ
UHYLHZV�WKH�UDWLRQDOH�IRU�SROLFLHV�DQG�H[SORUHV�WKH�UDQJH�RI�SROLF\�VROXWLRQV�RQ
RIIHU�
��������7KH�5DWLRQDOH�IRU�*RYHUQPHQW�,QWHUYHQWLRQ
7KH�GLPHQVLRQV�RI�WKH�5	'�JDS�KDYH�FDXVHG�XQGHUVWDQGDEOH�FRQFHUQ�LQ�(8
SROLF\�FLUFOHV��DQG�FRQVLGHUDWLRQ�RI�SULYDWH�VHFWRU�LQYHVWPHQW�EHKDYLRXU�GRHV
VXJJHVW�WKDW�WKDW�WKHUH�LV�VFRSH�IRU�SXEOLF�SROLFLHV�WR�DGGUHVV�WKH�SUREOHP��EXW�LW
LV�VWLOO�SHUWLQHQW�WR�TXHVWLRQ�WKH�OHJLWLPDF\�RI�SXEOLF�LQWHUYHQWLRQ�LQ�WKLV�VSKHUH�
7KH�JHQHUDO�DUJXPHQW�IRU�JRYHUQPHQW�VXSSRUW�RI�EDVLF�UHVHDUFK�LV�ORQJ
HVWDEOLVKHG���1HOVRQ��������DQG�$UURZ��������H[SOLFDWHG�WKH�SXEOLF�JRRG�DVSHFW
RI�EDVLF�UHVHDUFK��HPSKDVLVLQJ�WKDW�LW�LV�IUHHO\�DYDLODEOH�WKURXJK�WKH�FKDQQHOV�RI
VFLHQWLILF�SXEOLFDWLRQ���,WV�LQGLYLVLEOH�DQG�QRQ�H[FOXGDEOH�FKDUDFWHU�FDXVHV
FRPSDQLHV�V\VWHPDWLFDOO\�WR�XQGHU�LQYHVW��SDUWLFXODUO\�LQ�YLHZ�RI�WKH�XQFHUWDLQW\
RI�VHOHFWLQJ�UHVHDUFK�ZLWK�D�FRPPHUFLDOO\�VXFFHVVIXO�RXWFRPH���6LQFH�VXFK
UHVHDUFK�LV�VRFLDOO\�EHQHILFLDO�WKHUH�LV�D�VWURQJ�DUJXPHQW�IRU�JRYHUQPHQW�WR�IXQG
WKLV�LQYHVWPHQW���7KLV�PDUNHW�IDLOXUH�DUJXPHQW�KDV�EHHQ�IXUWKHU�VRSKLVWLFDWHG�E\
FRQVLGHUDWLRQ�RI�WKH�GLIIHUHQW�W\SHV�RI�VSLOORYHUV�WKDW�RFFXU���7KHVH�HQFRPSDVV
WKH�DSSURSULDELOLW\�RI�NQRZOHGJH��IRU�H[DPSOH�WKURXJK�LPLWDWLRQ���WKH�EHQHILWV�WR
XVHUV�RI�WKH�LQQRYDWLRQ�QRW�FDSWXUHG�LQ�LWV�SULFH��DQG�QHWZRUN�VSLOORYHUV��ZKHQ
VXFFHVVIXO�LQQRYDWLRQ�UHOLHV�XSRQ�GHYHORSPHQWV�LQ�UHODWHG�WHFKQRORJLHV��-DIIH�
������
7KHVH�DUJXPHQWV�DUH�XVHG�WR�XQGHUSLQ�WKH�SROLF\�UDWLRQDOH�ERWK�IRU�VWDWH�VXSSRUW
IRU�SXEOLF�VHFWRU�VFLHQFH�DQG�IRU�ILQDQFLDO�VXSSRUW�IRU�HDUO\�VWDJHV�RI�LQGXVWULDO
5	'���,Q�WKH�ODWWHU�FDVH��WKH�DUJXPHQW�LV�WKDW�UHVHDUFK��SDUWLFXODUO\�ZKHQ�LW�LV
IXUWKHU�IURP�WKH�PDUNHW��RU�µSUH�FRPSHWLWLYH¶��PHULWV�LQYHVWPHQW��EXW�WKDW
GHYHORSPHQW�DFWLYLWLHV�VKRXOG�EH�OHIW�WR�WKH�PDUNHW���$�VWULFW�LQWHUSUHWDWLRQ�RI
QHRFODVVLFDO�HFRQRPLFV�DOORZV�IRU�ILQDQFLDO�VXSSRUW�IRU�5	'�EXW�ZDUQV�DJDLQVW
µJRYHUQPHQW�IDLOXUH¶�ZKHUHE\�SROLFLHV�PD\�GLVWRUW�WKH�PDUNHW�ZLWK�PRUH�GDPDJH
WKDQ�WKH�PDUNHW�IDLOXUH�ZKLFK�WKH\�VHHN�WR�UHFWLI\��IRU�H[DPSOH�E\�FURZGLQJ�RXW
FRPSHWLWRUV¶�5	'�RU�E\�FRQVXPLQJ�VFDUFH�UHVHDUFK�ODERXU�UHVRXUFHV���7KLV�OHDYHV
DGKHUHQWV�RI�WKLV�LQWHUSUHWDWLRQ�PRVW�FRPIRUWDEOH�ZLWK�ILVFDO�PHDVXUHV�EHFDXVH�RI
WKHLU�QRQ�GLVFULPLQDWRU\�QDWXUH��ZKLFK�DYRLGV�WKH�SUREOHP�RI�JRYHUQPHQW�RIILFLDOV
µSLFNLQJ�ZLQQHUV¶�HLWKHU�LQ�WHFKQRORJLHV�RU�LQ�FRPSDQLHV���7KH\�GR�QRW��KRZHYHU�
FLUFXPYHQW�WKH�SUREOHP�RI�LQSXW�DGGLWLRQDOLW\��WKDW�LV�WR�VD\��ZKHWKHU�FRPSDQLHV
DUH�JLYHQ�ILQDQFLDO�VXSSRUW�IRU�UHVHDUFK�WKDW�WKH\�ZRXOG�KDYH�XQGHUWDNHQ�DQ\ZD\
�µGHDGZHLJKW¶��
0RUH�UHFHQW�FRQFHSWXDO�DQG�HPSLULFDO�GHYHORSPHQWV�KDYH�H[SRVHG�WKH�OLPLWDWLRQV
RI�D�SHUVSHFWLYH�EDVHG�VROHO\�XSRQ�PDUNHW�IDLOXUH���7KH�HPSLULFDO�REVHUYDWLRQ�LV
WKDW�LQGXVWULDO�LQQRYDWLRQ�GRHV�QRW�FRQYHQLHQWO\�VHJPHQW�LWVHOI�LQWR�WKH�VWDJHV�RI
WKH�OLQHDU�PRGHO��ZKHUHE\�DSSOLHG�UHVHDUFK�IROORZV�EDVLF��DQG�LV�LWVHOI�IROORZHG�E\
GHYHORSPHQW�DQG�FRPPHUFLDOLVDWLRQ��ZLWK�DOO�RI�WKH�RXWSXWV�RI�HDFK�VWDJH�EHLQJ
FRQVXPHG�E\�WKH�IROORZLQJ�RQH���,W�LV�QRZ�JHQHUDOO\�UHFRJQLVHG�WKDW�LQQRYDWLRQ�LV
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DQ�LQWHUDFWLYH�SURFHVV�ZLWK�QXPHURXV�IHHGEDFN�ORRSV�DQG�UHYHUVH�IORZV�RI
FDXVDWLRQ���8QLYHUVLWLHV�DQG�ILUPV�QR�ORQJHU�KDYH�WRWDOO\�GLVWLQFW�UROHV��*LEERQV�HW
DO���������DQG�FRPSUHVVHG�WLPHVFDOHV�IRU�LQGXVWULDO�5	'�IXUWKHU�FRQIODWH�WKH
VWDJHV�RI�LQQRYDWLRQ��&RRPEV�DQG�*HRUJKLRX����������7KLV�FKDOOHQJHV�WKH
FRQVWUXFWLRQ�RI�VWDWH�VXSSRUW�PHDVXUHV�EDVHG�RQ�GHILQLWLRQV�RI�NQRZOHGJH
SURGXFLQJ�DQG�H[SORLWLQJ�DFWLYLWLHV�WKDW�DUH�LQFUHDVLQJO\�TXHVWLRQDEOH�
,W�KDV�DOVR�EHFRPH�FOHDU�WKDW�D�UDWLRQDOH�DSSOLFDEOH�WR�ODUJH�ILUPV�ZLWK�WKH�DELOLW\
WR�PRELOLVH�VXEVWDQWLDO�FDSLWDO�UHVRXUFHV�DQG�WR�H[SORLW�H[LVWLQJ�FDSDELOLWLHV�DQG
PDUNHW�QHWZRUNV�PD\�QRW�DSSO\�WR�VPDOO�LQQRYDWLQJ�ILUPV��QRWDEO\�WR�VWDUW�XSV�
+HUH�WKH�XQFHUWDLQW\�H[WHQGV�EH\RQG�WKH�WHFKQRORJ\�DQG�HQFRPSDVVHV�WKH�ILUP¶V
PDQDJHULDO�FDSDELOLW\�WR�LQQRYDWH���7KH�PDUNHW�VROXWLRQ�WR�WKLV�KDV�EHHQ�WKH
JURZWK�RI�YHQWXUH�FDSLWDO�DFWLYLW\��EXW�KHUH�WRR�WKHUH�DUH�IDLOXUHV���$�IUHTXHQW
SUREOHP�LV�WKDW�SURPLVLQJ�FRQFHSWV�DUH�XQDEOH�WR�DWWUDFW�VXIILFLHQW�LQYHVWPHQW�WR
UHDFK�WKH�VWDJH�ZKHUH�D�EXVLQHVV�FDVH�FDQ�EH�PDGH�WR�D�FRPPHUFLDO�LQYHVWRU�
+LJKO\�SURPLVLQJ�LGHDV�PD\�IDOO�E\�WKH�ZD\VLGH�DW�WKLV�VWDJH���7KLV�KDV�OHG�WR�D
QXPEHU�RI�SXEOLF�LQWHUYHQWLRQV�LQ�WKH�HDUO\��VHHG�RU�SUH�VHHG�VWDJHV��ZLWK�WKH
UDWLRQDOH�WKDW�WKH�VWDWH�PD\�KDYH�DFFHVV�WR�EHWWHU�VFLHQWLILF�DGYLFH��SHUKDSV
IROORZLQJ�RQ�IURP�HDUOLHU�VXSSRUW�RI�WKH�5	'�VWDJH�RI�WKH�ZRUN��RU�PD\�EH�DEOH
WR�EH�PRUH�SDWLHQW�ZLWK�LWV�LQYHVWPHQW��DOORZLQJ�PRUH�WLPH�IRU�XQFHUWDLQWLHV�WR�EH
UHVROYHG�RU�IRU�WKH�LGHD�WR�JHVWDWH���)XUWKHUPRUH��PDUNHW�IDLOXUH�SUHVXPHV�WKH
H[LVWHQFH�RI�D�PDUNHW���6WDWH�DFWLRQ�PD\�EH�MXVWLILHG�LQ�WHUPV�RI�GHPRQVWUDWLQJ
WKH�EHQHILWV�WR�FRPPHUFLDO�LQYHVWRUV�WR�WKH�SRLQW�ZKHUH�WKH�VWDWH�PD\�H[LW�WKH
PDUNHW�
0RUH�UHFHQW�WKLQNLQJ��HPHUJLQJ�IURP�D�QHR�6FKXPSHWHULDQ�SHUVSHFWLYH�
HPSKDVLVHV�WKH�SRVVLELOLW\�RI�V\VWHP�IDLOXUHV���7KHVH�HPHUJH�IURP�WKH�V\VWHPV�RI
LQQRYDWLRQ�SHUVSHFWLYH�DQG�HPSKDVLVH�FRRUGLQDWLRQ�SUREOHPV�DW�D�V\VWHP�OHYHO�
6PLWK�KDV�DUWLFXODWHG�WKH�FRQFHSW��6PLWK��������WKURXJK�IRXU�W\SHV�RI
PDQLIHVWDWLRQ��IDLOXUH�LQ�LQIUDVWUXFWXUH�SURYLVLRQ��IDLOXUH�WR�DFKLHYH�WUDQVLWLRQV�WR
QHZ�WHFKQRORJLFDO�UHJLPHV��IDLOXUH�IURP�ORFN�LQ�WR�H[LVWLQJ�WHFKQRORJLFDO
SDUDGLJPV��DQG�LQVWLWXWLRQDO�IDLOXUH��UHJXODWLRQ��VWDQGDUGV�DQG�SROLF\�FXOWXUH��
7KHVH�DUH�FRQFHUQHG�ZLWK�WKH�DEVHQFH�RI�EULGJLQJ�LQVWLWXWLRQV�WR�IDFLOLWDWH
NQRZOHGJH�IORZV���0DQ\�GLUHFW�PHDVXUHV�DUH�QRZ�IRFXVHG�RQ�WKLV�UDWLRQDOH�
HPEUDFLQJ�IRU�H[DPSOH�WKH�QHHG�WR�LPSURYH�WKH�IORZV�RI�NQRZOHGJH�EHWZHHQ
SXEOLF�VFLHQFH�DQG�LQGXVWU\���2IWHQ�WKH�DLP�RI�WKH�SROLF\�LV�WR�LPSURYH�WKH
FDSDELOLWLHV�RI�RUJDQLVDWLRQV�WR�EH�LQYROYHG�LQ�LQQRYDWLYH�DFWLYLWLHV��IRU�H[DPSOH
WUDLQLQJ�DQG�DGYLVRU\�VFKHPHV��RU�WR�EHFRPH�DZDUH�RI�RSSRUWXQLWLHV�WR�LQQRYDWH
�IRU�H[DPSOH�IRUHVLJKW�SURJUDPPHV����6SHFLILF�PHDVXUHV�PD\�KDYH�PXOWLSOH
IHDWXUHV���)RU�H[DPSOH�5	'�VXEVLGLHV�PD\�EH�OLQNHG�WR�UHTXLUHPHQWV�WR
FROODERUDWH�QDWLRQDOO\�RU�LQWHUQDWLRQDOO\�WR�SURPRWH�WKH�FUHDWLRQ�RI�QHZ�RU
UHLQIRUFHG�LQQRYDWLYH�QHWZRUNV���%\�FRQWUDVW�ZLWK�WKH�VLPSOH�LQSXW�DGGLWLRQDOLW\
WHVW�RI�ZKHWKHU�WKH�ILUP�LV�VSHQGLQJ�LQFUHPHQWDOO\�PRUH�RQ�5	'��RU�RQ�D�VSHFLILF
5	'�SURMHFW���DQ�HYDOXDWRU�XQGHU�WKLV�UDWLRQDOH�ZRXOG�ORRN�IRU�SHUVLVWHQW
EHKDYLRXUDO�FKDQJHV�ZKLFK�HYLGHQFH�D�ODVWLQJ�FKDQJH�LQ�LQQRYDWLYH�FDSDELOLW\
DQG��LQWHU�DOLD��D�KLJKHU�SODWIRUP�OHYHO�RI�5	'�LQYHVWPHQW��*HRUJKLRX��������
,W�VKRXOG�DOVR�EH�QRWHG�WKDW�WKH�VWDWH�PLJKW�KDYH�PRWLYHV�IRU�VXSSRUW�IRU
LQGXVWULDO�5	'�ZKLFK�OLQN�GLUHFWO\�WR�LWV�RZQ�DFWLYLWLHV���,Q�SDUWLFXODU�WKH�VWDWH�PD\
VXSSRUW�LQGXVWULDO�5	'�WR�HQVXUH�WKDW�LWV�RZQ�SURFXUHPHQW�UHTXLUHPHQWV�DUH�PHW
LQ�DUHDV�VXFK�DV�KHDOWK�DQG�GHIHQFH���7KH�H[LVWHQFH�RI�WKH�VWDWH�DV�D
PRQRSVRQLVWLF�FXVWRPHU�FRPELQHV�ZLWK�DQ�RIWHQ�FRPSOH[�DQG�VSHFLDOLVHG�VHW�RI
UHTXLUHPHQWV�WKDW�WKH�PDUNHW�FDQQRW�GHOLYHU���(YHQ�LQ�DUHDV�ZKHUH�WKH�PDUNHW
GRHV�IXQFWLRQ��WKH�VWDWH�PD\�ZLVK�WR�VXSSRUW�5	'�WKDW�LQIRUPV�LWV�SURFXUHPHQW
GHFLVLRQV�IURP�WKDW�PDUNHW���6LPLODUO\�LW�PD\�VXSSRUW�5	'�WKDW�LQIRUPV�LWV
UHJXODWRU\�DQG�OHJLVODWLYH�IXQFWLRQV�
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7R�VXPPDULVH��RXU�FXUUHQW�XQGHUVWDQGLQJ�RI�WKH�ZD\V�LQ�ZKLFK�LQQRYDWLRQ
V\VWHPV�ZRUN�SURYLGHV�FRKHUHQW�DUJXPHQWV�IRU�WKH�OHJLWLPDF\�RI�D�EURDG�VZDWKH
RI�SROLFLHV�DGGUHVVLQJ�D�UDQJH�RI�PDUNHW��LQIRUPDWLRQ��FDSDELOLW\��LQIUDVWUXFWXUH�
LQVWLWXWLRQDO�DQG�V\VWHP�IDLOXUHV�

��������7KH�5DQJH�RI�3RWHQWLDO�3ROLF\�,QVWUXPHQWV
7KH�UDQJH�RI�SROLF\�LQVWUXPHQWV�WKDW�DIIHFW�5	'�DFWLYLWLHV�LV�YDVW�DQG�SROLF\
GHVLJQ�LV�FRPSOLFDWHG�E\�WKHLU�QXPEHU��GLYHUVLW\�DQG�SRWHQWLDO�WR�LQWHUDFW�ERWK
SRVLWLYHO\�DQG�QHJDWLYHO\���,QVWUXPHQWV�UDQJH�IURP�KLJKO\�WDUJHWHG�PHFKDQLVPV
WKDW�SURYLGH�GLUHFW�ILQDQFLDO�VXSSRUW�WR�LQGLYLGXDO�RUJDQLVDWLRQV�WR�SHUIRUP�5	'�
WR�EURDG�FKDQJHV�LQ�WKH�OHJLVODWLYH�DQG�UHJXODWRU\�HQYLURQPHQWV�RI�ILUPV�ZKLFK
FDQ�DQG�GR�DIIHFW�D�PXOWLWXGH�RI�EXVLQHVV�DFWLYLWLHV��LQFOXGLQJ�WKRVH�UHODWHG�WR
5	'���/\LQJ�LQ�EHWZHHQ�WKHVH�5	'�VSHFLILF�PHFKDQLVPV�DQG�EURDGHU�PHDVXUHV
WKDW�DIIHFW�WKH�JHQHUDO�EXVLQHVV�PLOLHX�DUH�LQVWUXPHQWV�WKDW�GLIIHU�DORQJ�PDQ\
RWKHU�GLPHQVLRQV���6RPH�PHDVXUHV�LQYROYH�WKH�GLUHFW�WUDQVIHU�RI�IXQGV�IURP�WKH
SXEOLF�SXUVH�WR�SULYDWH�RUJDQLVDWLRQV��ZKLOH�PHDVXUHV�VXFK�DV�5	'�WD[�LQFHQWLYHV
DUH�PRUH�LQGLUHFW�LQ�WKDW�WKH\�LQYROYH�WKH�VWDWH�IRUVDNLQJ�LQFRPH�UDWKHU�WKDQ
LQFUHDVLQJ�GLUHFW�H[SHQGLWXUH�RQ�5	'���2WKHU�PHDVXUHV�DUH�DLPHG�DW�LQQRYDWLRQ�
UHODWHG�DFWLYLWLHV�RWKHU�WKDQ�5	'��WKRXJK�PDQ\�VHHN�WR�HQKDQFH�WKH
FRPPHUFLDOLVDWLRQ�RI�5	'�YLD�LPSURYHG�OLQNV�EHWZHHQ�5	'�SHUIRUPLQJ�XQLWV�DQG
SURGXFWLYH�XQLWV��H�J��EHWZHHQ�XQLYHUVLWLHV�DQG�LQGXVWU\�
7KHUH�KDYH�EHHQ�PDQ\�DWWHPSWV�WR�FDWHJRULVH�DQG�FODVVLI\�WKH�SROLF\�LQVWUXPHQWV
WKDW�DIIHFW�5	'�DQG�LQQRYDWLRQ�UHODWHG�DFWLYLWLHV���7KH�7UHQG�&KDUW�FRQVWUXFWHG
DQG�RSHUDWHG�E\�'*�(QWHUSULVH�RI�WKH�(XURSHDQ�&RPPLVVLRQ�FODVVLILHV
LQVWUXPHQWV�LQWR����GLIIHUHQW�W\SHV��LQFOXGLQJ�RQH�µ2WKHU¶�FDWHJRU\���WKHPVHOYHV
FOXVWHUHG�XQGHU�WKUHH�GLIIHUHQW�KHDGLQJV�WKDW�FRUUHVSRQG�WR�REMHFWLYHV�DQG�DFWLRQ
OLQHV�ZLWKLQ�WKH�(XURSHDQ�,QQRYDWLRQ�$FWLRQ�3ODQ��QDPHO\�

• *HDULQJ�UHVHDUFK�PRUH�FORVHO\�WR�LQQRYDWLRQ�
• 3URPRWLQJ�D�JHQXLQH�LQQRYDWLRQ�FXOWXUH�
• (VWDEOLVKLQJ�D�IDYRXUDEOH�OHJDO��UHJXODWRU\�DQG�ILQDQFLDO�HQYLURQPHQW�

7KH�PDMRULW\�RI�FRXQWULHV�UHO\�KHDYLO\�RQ�D�VPDOO�JURXS�RI�LQVWUXPHQWV��PRVW�RI
ZKLFK�DUH�UHODWHG�WR�WKH�REMHFWLYH�HQWLWOHG�µ*HDULQJ�UHVHDUFK�PRUH�FORVHO\�WR
LQQRYDWLRQ¶���,QVWUXPHQWV�ODEHOOHG�µ)LQDQFLQJ¶�LQVWUXPHQWV�DUH�DOVR�ZLGHO\
H[SORLWHG���,QVWUXPHQWV�IDOOLQJ�XQGHU�WKH�KHDGLQJ�RI�µ3URPRWLQJ�D�JHQXLQH
LQQRYDWLRQ�FXOWXUH¶�DUH�FRPPRQSODFH�WRR��WKRXJK�OHVV�VR�LQ�PDQ\�RI�WKH
DFFHVVLRQ�FRXQWULHV���,QVWUXPHQWV�IDOOLQJ�XQGHU�WKH�KHDGLQJ�RI�µ(VWDEOLVKLQJ�D
IDYRXUDEOH�OHJDO��UHJXODWRU\�DQG�ILQDQFLDO�HQYLURQPHQW¶�DUH�XVHG�PRUH
VSRUDGLFDOO\�LQ�DOO�FRXQWULHV��HVSHFLDOO\�WKH�DFFHVVLRQ�FRXQWULHV�
)RU�RXU�SXUSRVHV��VLQFH�ZH�DUH�SDUWLFXODUO\�FRQFHUQHG�ZLWK�WKH�UROH�RI�ILQDQFLDO
DQG�ILVFDO�LQVWUXPHQWV�UHODWLYH�WR�HDFK�RWKHU�DQG�WR�RWKHU�5	'�DQG�LQQRYDWLRQ�
UHODWHG�SROLF\�LQVWUXPHQWV��WKH�VLPSOH�VFKHPH�GHSLFWHG�LQ�([KLELWV������DQG�����
LV�XVHIXO���,Q�WKH�ILUVW�LQVWDQFH��WKUHH�GLPHQVLRQV�DUH�XVHG�WR�GLIIHUHQWLDWH�5	'
DQG�LQQRYDWLRQ�SROLFLHV�DQG�WKHLU�DUHDV�RI�DSSOLFDWLRQ���7KH�ILUVW�GLPHQVLRQ�LQ
([KLELW������GLVWLQJXLVKHV�EHWZHHQ�WKH�WKUHH�W\SHV�RI�ILQDQFLDO�DQG�ILVFDO
LQVWUXPHQWV�LGHQWLILHG�LQ�6HFWLRQ�����RI�WKLV�UHSRUW�±�'LUHFW��,QGLUHFW�)LVFDO�DQG
&DWDO\WLF�±�DQG�DGGV�DQRWKHU�±�2WKHU�'LUHFW�0HDVXUHV�±�ZKLFK�LQFOXGHV�VXSSRUW
IRU�5	'�DQG�LQQRYDWLRQ�SHUIRUPHUV�RWKHU�WKDQ�WKH�SURYLVLRQ�RI�ILQDQFH�IRU
SURMHFWV��H�J��DFFHVV�WR�DGYLFH��EURNHUDJH�VFKHPHV��IXQGLQJ�IRU�QHWZRUNV�HWF�
7KH�VHFRQG�GLPHQVLRQ�GLVWLQJXLVKHV�EHWZHHQ�SROLF\�LQVWUXPHQWV�GHVLJQHG�WR
VXSSRUW�HLWKHU�5	'�RU�LQQRYDWLRQ�DFWLYLWLHV��ZLWK�DQ�LQWHUPHGLDU\�FDWHJRU\�IRU
LQVWUXPHQWV�ZKLFK�VXSSRUW�D�PL[�RI�ERWK�DFWLYLWLHV��DQG�WKH�WKLUG�GLPHQVLRQ
VSHFLILHV�ZKHWKHU�DQ�LQVWUXPHQW�LV�DLPHG�SULPDULO\�DW�SULYDWH�VHFWRU�DFWRUV��H�J�
ILUPV���SXEOLF�VHFWRU�DFWRUV��H�J��XQLYHUVLWLHV���RU�D�PL[WXUH�RI�ERWK���)XUWKHUPRUH�
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LQ�([KLELW�������WKH�5	'�DQG�LQQRYDWLRQ�SROLF\�GRPDLQ�LV�ORFDWHG�ZLWKLQ�WKH
EURDGHU�FRQWH[W�RI�MXVW�VRPH�RI�WKH�RWKHU�SROLF\�GRPDLQV�DQG�IUDPHZRUN
FRQGLWLRQV�ZKLFK�LQWHUDFW�ZLWK�DQG�DIIHFW�5	'�DQG�LQQRYDWLRQ�SROLFLHV�DQG
DFWLYLWLHV�
7KH�VKDGHG�DUHDV�LQ�WKH�([KLELWV�FRUUHVSRQG�WR�WKRVH�DUHDV�WKDW�FRQVWLWXWH�WKH
IRFXV�RI�DWWHQWLRQ�LQ�WKLV�UHSRUW��L�H��WKRVH�ZKLFK�DUH�PRVW�UHOHYDQW�WR�WKH�WRSLF�RI
UDLVLQJ�5	'�LQYHVWPHQW�OHYHOV�LQ�WKH�SULYDWH�VHFWRU���ZLWK�LQWHQVLW\�RI�VKDGLQJ
GHSLFWLQJ�WKH�VKDUSQHVV�RI�IRFXV���:LWKLQ�WKH�VSKHUH�RI�'LUHFW�0HDVXUHV��WKH�DUHD
PRVW�XQGHU�WKH�VSRWOLJKW�LV�WKH�GLUHFW�WUDQVIHU�RI�PRQH\�IURP�WKH�SXEOLF�VHFWRU�WR
SULYDWH�VHFWRU�5	'�SHUIRUPHUV�IRU�WKH�SXUSRVH�RI�XQGHUWDNLQJ�5	'�SURMHFWV���%XW
RWKHU�W\SHV�RI�GLUHFW�PHDVXUH�DUH�DOVR�LPSRUWDQW���-XVW�FRQVLGHULQJ�WKH�WRS�µOD\HU¶
LQ�([KLELW�������WKHUH�DUH�PDQ\�RWKHU�µFHOOV¶�RI�UHOHYDQFH�WR�WKH�UDLVLQJ�RI�5	'
LQYHVWPHQW�OHYHOV�LQ�WKH�SULYDWH�VHFWRU��SDUWLFXODUO\�WKRVH�LQ�ZKLFK�ILQDQFH�LV
SURYLGHG�IRU�SURMHFWV�ZKLFK�LQYROYH�PL[HV�RI�5	'�DQG�LQQRYDWLRQ�DQG�SXEOLF�DQG
SULYDWH�VHFWRU�5'�SHUIRUPHUV���0DQ\�FROODERUDWLYH�5	'�SURJUDPPHV��IRU
H[DPSOH��IDOO�LQWR�WKHVH�FHOOV���7KH�SURYLVLRQ�RI�ILQDQFH�GLUHFW�WR�SXEOLF�VHFWRU
DFWRUV�IRU�5	'�DQG�PL[HG�5	'�DQG�LQQRYDWLRQ�DFWLYLWLHV�DOVR�KDV�DQ�LQGLUHFW
HIIHFW�RQ�5	'�OHYHOV�LQ�WKH�SULYDWH�VHFWRU�EHFDXVH�RI�WKH�FORVH�OLQNV�EHWZHHQ�D
OHDGLQJ�HGJH�SXEOLF�UHVHDUFK�EDVH�DQG�LWV�DELOLW\�WR�DWWUDFW�DQG�QXUWXUH�D�G\QDPLF
DQG�LQQRYDWLYH�LQGXVWULDO�EDVH���,Q�WKH�UHPDLQGHU�RI�WKLV�XSSHU�µOD\HU¶��VXSSRUW�IRU
LQQRYDWLRQ�RULHQWHG�DFWLYLWLHV��VXFK�DV�JUDQWV�IRU�WHFKQRORJ\�GLIIXVLRQ�DQG
DEVRUSWLRQ�SURMHFWV��DUH�DOVR�RI�PRGHVW�LQWHUHVW�LQ�WKDW�WKH\�KHOS�LPSURYH
LQQRYDWLRQ�SHUIRUPDQFH�DQG�IHHGEDFN�ERWK�LGHDV�IRU�IXUWKHU�UHVHDUFK�DQG��LQ�WKH
ORQJHU�WHUP��KHOS�JHQHUDWH�SURILWV�ZKLFK�FDQ�EH�UHLQYHVWHG�LQ�5	'�
0DQ\�RI�WKH�FHOOV�LQ�WKH�VHFRQG�µOD\HU¶�FRUUHVSRQGLQJ�WR�µ2WKHU�'LUHFW�0HDVXUHV¶
DUH�DOVR�LPSRUWDQW���7KHVH�W\SLFDOO\�LQFOXGH�PHDVXUHV�WKDW�SURYLGH�VHUYLFHV�WR
5	'�DQG�LQQRYDWLRQ�SHUIRUPHUV��H�J��DFFHVV�WR�LQIRUPDWLRQ�VHUYLFHV��RU�HYHQ
ILQDQFH�IRU�SXUSRVHV�RWKHU�WKDQ�SURMHFWV��H�J��LQIUDVWUXFWXUDO�VXSSRUW���(YHQ�ZKHQ
WKHVH�DUH�SURYLGHG�WR�SXEOLF�VHFWRU�DFWRUV��WKH�VWURQJ�OLQNV�EHWZHHQ�WKH�KHDOWK
DQG�G\QDPLVP�RI�WKH�SXEOLF�DQG�SULYDWH�UHVHDUFK�EDVHV�HQVXUH�WKHLU�UHOHYDQFH�WR
WKH�TXDOLW\�DQG�TXDQWLW\�RI�5	'�SHUIRUPHG�E\�LQGXVWU\�
,Q�WKH�OD\HU�FRUUHVSRQGLQJ�WR�&DWDO\WLF�)LQDQFLDO�0HDVXUHV��WKH�WZR�PHFKDQLVPV
RI�PRVW�LQWHUHVW�±�5LVN�&DSLWDO�0HDVXUHV�DQG�/RDQ�DQG�(TXLW\�*XDUDQWHH
0HDVXUHV�±�KDYH�KLVWRULFDOO\�EHHQ�XVHG�WR�VWLPXODWH�WKH�SURYLVLRQ�RI�H[WHUQDO
ILQDQFH�IRU�LQQRYDWLRQ�DQG�RWKHU�EXVLQHVV�DFWLYLWLHV�ZLWKLQ�WKH�SULYDWH�VHFWRU
UDWKHU�WKDQ�WR�UDLVH�5	'�OHYHOV���,Q�WKLV�UHSRUW��KRZHYHU��ZH�DUH�VSHFLILFDOO\
LQWHUHVWHG�LQ�KRZ�WKHVH�LQVWUXPHQWV�FDQ�EH�H[WHQGHG�WR�FRYHU�DFWLYLWLHV�LQ�WKH
µ0L[HG�5	'�DQG�,QQRYDWLRQ¶�FHOO���,Q�FRQWUDVW��,QGLUHFW�)LVFDO�0HDVXUHV�KDYH�EHHQ
XVHG�IRU�PDQ\�\HDUV�WR�SURYLGH�LQFHQWLYHV�IRU�LQFUHDVHG�5	'�H[SHQGLWXUH�LQ�WKH
SULYDWH�VHFWRU�DQG�WKH�IRFXV�LQ�WKLV�UHSRUW�UHPDLQV�ILUPO\�RQ�WKLV�FHOO�
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([KLELW��������5	'�DQG�,QQRYDWLRQ�3ROLF\�0HDVXUHV�$IIHFWLQJ�3XEOLF
DQG�3ULYDWH�6HFWRU�$FWRUV

([KLELW��������)UDPHZRUN�&RQGLWLRQV�DQG�3ROLFLHV�$IIHFWLQJ�5	'�DQG
,QQRYDWLRQ�$FWLYLWLHV�DQG�3ROLFLHV

'LUHFW�)LQDQFLDO�0HDVXUHV

2WKHU�'LUHFW�0HDVXUHV

&DWDO\WLF�)LQDQFLDO�0HDVXUHV

,QGLUHFW�)LVFDO�0HDVXUHV

5	' 0L[HG
5	'�DQG
,QQRYDWLRQ

,QQRYDWLRQ

3ULYDWH�6HFWRU�$FWRUV
0L[HG�3XEOLF�DQG�3ULYDWH�6HFWRU�$FWRUV

3XEOLF�6HFWRU�$FWRUV

6WURQJ�)RFXV
0RGHUDWH�)RFXV
:HDN�)RFXV

&RPSHWLWLRQ
3ROLF\

0DFUR�
HFRQRPLF
&RQGLWLRQV

6WDQGDUGV
DQG

5HJXODWLRQV

,QWHOOHFWXDO
3URSHUW\
5LJKWV 3ROLFLHV

3URPRWLQJ
(QWUHSUHQHXU�

VKLS

3XEOLF
5HVHDUFK

+XPDQ
5HVRXUFHV
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([KLELW������UHPLQGV�XV�WKDW�SROLFLHV�LQ�PDQ\�RWKHU�VSKHUHV�DIIHFW�WKH�JHQHUDO
IUDPHZRUN�FRQGLWLRQV�LQ�ZKLFK�DOO�RUJDQLVDWLRQV�RSHUDWH�DQG�ZKLFK�FDQ�LQIOXHQFH
D�KRVW�RI�DFWLYLWLHV�RWKHU�WKDQ�5	'�DQG�LQQRYDWLRQ���7KHLU�SDUWLFXODU�LQIOXHQFH�RQ
WKH�ODWWHU�DFWLYLWLHV��KRZHYHU��LV�DQRWKHU�NHHQ�IRFXV�RI�WKLV�UHSRUW���+XPDQ
5HVRXUFH�3ROLF\��IRU�H[DPSOH��QRW�RQO\�DIIHFWV�JHQHUDO�OHYHOV�RI�HGXFDWLRQ�LQ�WKH
SRSXODFH��ZKLFK�EHFRPH�LQFUHDVLQJO\�LPSRUWDQW�ZLWKLQ�WKH�FRQWH[W�RI�NQRZOHGJH�
EDVHG�VRFLHWLHV�DQG�WKH�/LVERQ�WDUJHWV���EXW�DOVR�KDV�D�FULWLFDO�EHDULQJ�RQ�WKH
QXPEHUV�RI�VWXGHQWV�DWWUDFWHG�WR�VFLHQFH�DQG�HQJLQHHULQJ�DV�D�FDUHHU�DQG�RQ�WKH
IORZ�RI�VFLHQFH�DQG�WHFKQRORJ\�JUDGXDWHV�LQWR�UHVHDUFK���6LPLODUO\��&RPSHWLWLRQ
3ROLF\�DIIHFWV�D�PXOWLWXGH�RI�EXVLQHVV�UHODWHG�DFWLYLWLHV��EXW�LQ�WKH�5	'�VSKHUH�LW
LV�SDUWLFXODUO\�UHOHYDQW�WR�WKH�IUDPLQJ�RI�6WDWH�$LG�UHJXODWLRQV�IRU�WKH�SXEOLF
VHFWRU�VXSSRUW�RI�SULYDWH�VHFWRU�5	'�DFWLYLWLHV���([KLELW������LV�E\�QR�PHDQV
H[KDXVWLYH�LQ�WHUPV�RI�WKH�DUHDV�LW�OLVWV�ZKLFK�FDQ�DIIHFW�5	'�LQYHVWPHQW�OHYHOV�
EXW�LW�GRHV�FRQWDLQ�WKRVH�DUHDV�XSRQ�ZKLFK�WKLV�UHSRUW�IRFXVHV�

��������+LJKOLJKWLQJ�3UREOHP�$UHDV
$OWKRXJK�([KLELWV������DQG������DQ�EH�XVHG�WR�GLIIHUHQWLDWH�EHWZHHQ�GLIIHUHQW
W\SHV�RI�LQVWUXPHQW�DQG�LOOXVWUDWHV�YLYLGO\�WKH�UDQJH�RI�LQVWUXPHQWV�ZLWK�D
SRWHQWLDO�LPSDFW�RQ�5	'�DQG�LQQRYDWLRQ�DFWLYLWLHV��LW�SURYLGHV�QR�FOXHV�FRQFHUQLQJ
WKH�FKRLFH�RI�DSSURSULDWH�LQVWUXPHQWV�RU�SROLF\�PL[HV���7KLV�UHTXLUHV�DQ
H[DPLQDWLRQ�RI�WKH�SUREOHPV�WKHVH�PHFKDQLVPV�DUH�H[SHFWHG�WR�DGGUHVV�DQG
VFUXWLQ\�RI�ILW�IRU�SXUSRVH�
6RPH�RI�WKH�SUREOHPV�FRQFHUQLQJ�VFLHQFH��WHFKQRORJ\�DQG�LQQRYDWLRQ�WKDW�DUH
FXUUHQWO\�FRQIURQWLQJ�PDQ\�FRXQWULHV�FDQ�EH�LOOXVWUDWHG�YLD�VLPSOH�LQQRYDWLRQ
V\VWHP�PRGHOV���([KLELW������LV�D�VLPSOH�UHSUHVHQWDWLRQ�RI�DQ�LQQRYDWLRQ�V\VWHP
FRPSULVLQJ�IRXU�LQWHUGHSHQGHQW�VHFWRUV���(DFK�FRQVWLWXHQW�VHFWRU�FRQVLVWV�RI
LQWHUDFWLQJ�JURXSV�RI�DFWRUV��GHILQHG�LQ�WHUPV�RI�WKHLU�PHPEHUVKLS�RI�WKH�SXEOLF
DQG�SULYDWH�VHFWRUV�DQG�WKHLU�UROHV�DQG�DFWLYLWLHV�DV�HLWKHU�µNQRZOHGJH�FUHDWRUV¶�RU
µNQRZOHGJH�XVHUV¶���(DFK�VHFWRU�FDQ�DOVR�FKDUDFWHULVHG�E\�D�GRPLQDQW�LVVXH�LQ
FRQWHPSRUDU\�GLVFXVVLRQV�DERXW�LQQRYDWLRQ�SROLF\��QDPHO\�WKH�VXSSO\�DQG
GHPDQG�IRU�TXDOLILHG�KXPDQ�UHVRXUFHV��6RFLDO�DQG�+XPDQ�&DSLWDO���WKH�VWUHQJWK
DQG�FRQWLQXDO�UHQHZDO�RI�WKH�XQGHUSLQQLQJ�NQRZOHGJH�EDVH��5HVHDUFK�&DSDFLW\��
WKH�DELOLW\�RI�LQGXVWU\�WR�LQQRYDWH��7HFKQRORJ\�DQG�,QQRYDWLRQ�3HUIRUPDQFH���DQG
WKH�FDSDFLW\�RI�PDUNHWV�WR�DEVRUE�DQG�GLIIXVH�LQQRYDWLRQV��$EVRUSWLYH�&DSDFLW\��
$�UHFHQW�(XURSHDQ�&RPPLVVLRQ�UHSRUW�RQ�WKH�EHQFKPDUNLQJ�RI�WKH�LPSDFW�RI�5	'
DQG�5	'�SROLFLHV�RQ�FRPSHWLWLYHQHVV�DQG�HPSOR\PHQW��6RHWH�HW�DO��������XVHG
WKLV�VFKHPH�WR�OLQN�DQG�DQDO\VH�GDWD�RQ�D�UDQJH�RI�SHUIRUPDQFH�LQGLFDWRUV�IRU�WKH
IRXU�LVVXHV�RXWOLQHG�DERYH���7KUHH�RI�WKH�LVVXHV�ZHUH�IRXQG�WR�EH�KLJKO\
FRUUHODWHG���7KH�UHVXOWV�VXJJHVWHG�WKDW�FRXQWULHV�LQ�WKH�(8�FRXOG�EH�GLYLGHG
URXJKO\�LQWR�WKUHH�FDPSV���7KH�PHPEHUV�RI�WKH�ILUVW�JURXS��6ZHGHQ��)LQODQG�
'HQPDUN��WKH�8.�DQG�WKH�1HWKHUODQGV��DOO�UDQN�KLJKO\�LQ�WHUPV�RI�WKH�KLJKO\
FRUUHODWHG�FRQFHSWV�RI�UHVHDUFK�FDSDFLW\��VRFLDO�FDSDELOLW\�DQG�WHFKQRORJLFDO�DQG
LQQRYDWLRQ�SHUIRUPDQFH���&RQYHUVHO\��WKH�VHFRQG�JURXS��*UHHFH��3RUWXJDO��6SDLQ
DQG�,WDO\��DOO�KDYH�ORZ�UDQNLQJV���7KH�WKLUG�JURXS��,UHODQG��)UDQFH��%HOJLXP�
$XVWULD��*HUPDQ\��KDYH�PLG�VSHFWUXP�UDQNLQJV�EXW�OHVV�RYHUW�FRUUHODWLRQV
EHWZHHQ�WKH�WKUHH�YDULDEOHV���)UDQFH��IRU�H[DPSOH��KDV�D�VWURQJ�UHVHDUFK
FDSDELOLW\�EXW�D�ORZ�UDQNLQJ�IRU�VRFLDO�FDSLWDO�DQG�D�PRGHUDWH�UDQNLQJ�IRU
WHFKQRORJLFDO�DQG�LQQRYDWLRQ�SHUIRUPDQFH�
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([KLELW��������,QGLFDWLYH�,VVXHV��$FWRUV�DQG�$FWLYLWLHV�LQ�D�6LPSOH
6FLHQFH��7HFKQRORJ\�DQG�,QQRYDWLRQ�6\VWHP

6RXUFH���%DVHG�RQ�6RHWH�HW�DO��������DQG�*X\�DQG�1DXZHODHUV�������

7KH�SROLF\�LPSOLFDWLRQ�RI�WKLV�DQDO\VLV�LV�WKDW�HIIRUWV�WR�FORVH�WKH�JDS�EHWZHHQ�WKH
KLJKHVW�DQG�ORZHVW�SHUIRUPHUV�FDQQRW�DIIRUG�WR�IRFXV�RQ�VWUHQJWKHQLQJ�DQ\�RQH
RI�WKHVH�WKUHH�SHUIRUPDQFH�SDUDPHWHUV�DORQH��DOO�WKUHH�KDYH�WR�EH�WDFNOHG
VLPXOWDQHRXVO\�
7KH�UHVXOWV�DOVR�LQGLFDWHG�WKH�DEVHQFH�RI�DQ\�FRUUHODWLRQ�EHWZHHQ�DQ\�RQH�RI
WKHVH�WKUHH�SHUIRUPDQFH�SDUDPHWHUV�DQG�WKH�VFRUHV�IRU�DEVRUSWLYH�FDSDFLW\�±
ZKLFK�ZHUH�DSSUHFLDEO\�KLJKHU�LQ�WKH�86$�DQG�-DSDQ�WKDQ�WKH\�ZHUH�LQ�(8
FRXQWULHV���,Q�RWKHU�ZRUGV��LUUHVSHFWLYH�RI�FRPSDUDWLYH�VWUHQJWKV�LQ�RWKHU
LQQRYDWLRQ�V\VWHP�GRPDLQV��WKH�(8�ZDV��DQG�LV��GHPRQVWUDEO\�ZHDNHU�LQ�WHUPV�RI
LWV�DELOLW\�WR�DEVRUE�DQG�H[SORLW�WHFKQRORJ\�WKDQ�HLWKHU�WKH�86$�RU�-DSDQ�±
FRQILUPDWLRQ�\HW�DJDLQ�RI�WKH�H[LVWHQFH�RI�WKH�RIW�TXRWHG�µ(XURSHDQ�SDUDGR[¶�
7KH�ODFN�RI�D�FOHDU�UHODWLRQVKLS�VXJJHVWV�WKDW�D�FRQFHUWHG�IRFXV�RQ�LPSURYLQJ
DEVRUSWLYH�FDSDFLW\�ZLOO�QHFHVVDULO\�KDYH�WR�EH�DGGLWLRQDO�WR�HIIRUWV�WR�LPSURYH
SHUIRUPDQFH�LQ�WHUPV�RI�WKH�RWKHU�SDUDPHWHUV�

��������0DSSLQJ�3ROLFLHV�RQWR�3UREOHPV
7KH�VLPSOH�LQQRYDWLRQ�V\VWHP�PRGHO�XVHG�DERYH�FDQ�DOVR�EH�XVHG�WR�PDS�SROLF\
LQVWUXPHQWV�RQWR�SUREOHP�DUHDV���5	'�DQG�LQQRYDWLRQ�SROLF\�SUDFWLFH�LQ�WKH�(8�LV
GHSLFWHG�LQ�([KLELW��������7KLV�XVHV�WKH�PRGHO�WR�GLIIHUHQWLDWH�EHWZHHQ�WKRVH
SROLFLHV�WKDW�VWUHQJWKHQ�DQG�UHLQIRUFH�FDSDELOLWLHV�DQG�DFWLYLWLHV�ZLWKLQ�D�VHFWRU
�UHLQIRUFHPHQW�SROLFLHV���DQG�WKRVH�ZKLFK�DWWHPSW�WR�LQLWLDWH�RU�VWUHQJWKHQ�WKH
OLQNV�EHWZHHQ�DFWRUV�DQG�DFWLYLWLHV�LQ�GLIIHUHQW�VHFWRUV��EULGJLQJ�SROLFLHV����7KH
ILJXUH�±�ZKLFK�VKRXOG�QRW�EH�FRQVLGHUHG�DQ�H[KDXVWLYH�OLVW�±�XVHV�UHDO�ZRUOG
H[DPSOHV�GUDZQ�IURP�DQ�LQYHQWRU\�RI�VFLHQFH��WHFKQRORJ\�DQG�LQQRYDWLRQ�SROLF\
LQVWUXPHQWV�LQ�WKH�(8�
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([KLELW��������2YHUYLHZ�RI�5	'�DQG�,QQRYDWLRQ�3ROLFLHV�LQ�WKH�(8
5HLQIRUFHPHQW�3ROLFLHV�IRU�3XEOLF�6HFWRU

.QRZOHGJH�8VHUV
• Public support to education institutions

and programmes
• Actions to raise awareness on S&T

studies (many countries) and technical
vocational courses (NL), or awareness of
science in the larger public e.g.
promotion at primary and secondary
schools (SE)

• Creation of Interdisciplinary Graduate
Schools (DK), Graduate Schools system
(FI, SE)

• Modernisation of vocational schools (DE)
and apprenticeship system (UK)

• Increased funding for Polytechnics

%ULGJLQJ�,QLWLDWLYHV�EHWZHHQ�3XEOLF�DQG
3ULYDWH�6HFWRU�.QRZOHGJH�8VHUV

• Role of Polytechnics, Technical Lyceums
to support companies (AU, FR, DE),
Technocentres (NL)

• Training in ICT (many countries)
• Lifelong Learning initiatives (several

countries) e.g. Open Universities for
Adult Education (FI), retraining of labour
force (NL), Adult Education Programmes
(SE)

• Promoting positions for graduates
(several countries) e.g. FR, IT, PT, NL
(KIM), UK (TCS)

• Innovation and entrepreneurship courses
at high schools (most countries) e.g.
Science Enterprise Challenge (UK)

5HLQIRUFHPHQW�3ROLFLHV�IRU�3ULYDWH
6HFWRU�.QRZOHGJH�8VHUV

• Innovation-oriented Business Support
structures (most countries) e.g. NL
(Syntens), GR (KETA), LU
(Luxinnovation), SE (ALMI)

• Support for technological development in
firms (most countries)

• Support to counselling activities in firms
(most countries) e.g. National Workplace
Development Programme (FI) and
support for training in firms (most
countries) e.g. ES (CRECE)

• SME specific financial programmes (most
countries) e.g. BE (KMO-Innovatie
programme), DK (Danish Growth Fund)

• Entrepreneurship promotion programmes
(many countries) e.g. FI
(entrepreneurship training)

• Incubators (most countries): space,
finance and advice in the same place

• Capital and Seed Investment (most
countries) e.g. FI (Sitra)

%ULGJLQJ�,QLWLDWLYHV�EHWZHHQ�3XEOLF
6HFWRU�.QRZOHGJH�8VHUV�DQG

.QRZOHGJH�&UHDWRUV
• Collaborative programmes between

universities and high education
establishments

• IT infrastructures for science, industry
and public e.g. DE

%ULGJLQJ�,QLWLDWLYHV�EHWZHHQ�3XEOLF�DQG
3ULYDWH�6HFWRU�.QRZOHGJH�8VHUV�DQG

&UHDWRUV
• Cluster policy e.g. AU, BE, DK, FI, DE

(Innonet), GR, NL
• Regional growth centres: co-operative

centres gathering technology services,
training, firms, R&D (DK); Centres of
Expertise (FI); Regional networking
initiatives, InnoRegio, Innovative
Regional Growth Poles (DE)

%ULGJLQJ�,QLWLDWLYHV�EHWZHHQ�3ULYDWH
6HFWRU�.QRZOHGJH�8VHUV�DQG�&UHDWRUV

• Demonstration activities targeting
companies e.g. AU (TechnoKontakte)

• Mentoring schemes between large and
small firms e.g. BE (PLATO)

• Support for co-operative R&D projects
linking developers and users of new
knowledge

5HLQIRUFHPHQW�3ROLFLHV�IRU�3XEOLF�6HFWRU
.QRZOHGJH�&UHDWRUV

• Public support to universities and public
research labs (all EU) with focus on
‘excellence’ poles

• Reform of public research organisations
(e.g. DE, IT, GR, SE, UK) and of status
or career of researcher (e.g. GR, NL, UK)

• New university or research centre
creation (ES, GR, LU)

• Targeted business-oriented R&D
programmes carried out by Public
Research Institutions (many countries,
e.g. IE (PAT))

• Support to Young Scientists (many
countries e.g. UK (START), GR (YPER),
DK)

• Improvement of doctorate and post-doc
research (several countries) e.g. ES, FI,
GR (PENED), IT, PT

• Support for integration of research by
various PRI e.g. BE (inter-university
attraction poles)

• Support for internationalisation of
research (most countries)

• Attraction of foreign researchers: e.g. DE,
GR (ENTER)

%ULGJLQJ�,QLWLDWLYHV�EHWZHHQ�3XEOLF�DQG
3ULYDWH�6HFWRU�.QRZOHGJH�&UHDWRUV

• Mobility programmes for researchers in
industry (most countries) e.g. BE
(FIRST), ES (Torres Quevedo), FR
(CIFRE & CORTECHS), DK and SE
(Industrial PhD programmes), PT

• Spin-off promotion programmes (most
countries) e.g. AU (A+B), FR (contest),
DE (EXIST), GR (PRAXE)

• Third Mission for universities (several
countries) e.g. ES, SE

• Support to R&D in PRIs with potential for
commercial exploitation (most countries)
and legal changes to promote spin-offs
e.g. FR, ES

• Liaison Offices at universities (most
countries)

• Science Parks and Technopoles (most
countries)

• Grants for collaborative research projects
(most countries) or networks e.g. DK
(large cross-disciplinary research
groups), DE (Leitprojecte), UK (LINK)

• Public-Private Competence Centres, e.g.
AU (Kplus), and networks (DE, SE)

• Technology diffusion centres and
networks (most countries) e.g. BE
(collective research centres), DK (GTS),
ES (technological centres), FR (CRITT
and RDT)

5HLQIRUFHPHQW�3ROLFLHV�IRU�3ULYDWH
6HFWRU�.QRZOHGJH�&UHDWRUV

• Support for R&D projects in companies:
grants, loans, capital investment,
guarantee mechanisms (most countries)
e.g. ES (CDTI), FR (ANVAR), DE
(ProInno), PT (Agencia de Innovaçao),
UK (SMART)

• Support for R&D programmes conducted
by business consortia e.g. IT

• Tax incentives for R&D in companies
(AU, BE, ES, FR, IE, IT, NL, PT, UK)

• Risk and Seed Capital Funds, Business
Angel networks (most countries)

6RXUFH��%DVHG�RQ�6RHWH�HW�DO��������DQG�*X\�DQG�1DXZHODHUV�������
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&RQVLGHUDWLRQ�RI�([KLELW������SURPSWV�D�QXPEHU�RI�REVHUYDWLRQV���,Q�WKH�ILUVW
LQVWDQFH��LW�LV�UHDGLO\�DSSDUHQW�WKDW�WKH�VDPH�W\SHV�RI�LQVWUXPHQW�DUH�XVHG�LQ
PDQ\�PHPEHU�FRXQWULHV��DOEHLW�ZLWK�VOLJKW�GLIIHUHQFHV�LQ�HPSKDVLV�DQG
RULHQWDWLRQ�WR�VXLW�ORFDO�FRQWH[WV��DQG�WKDW�WKHVH�FRPSULVH�ERWK�UHLQIRUFHPHQW
DQG�EULGJLQJ�SROLFLHV���7KLV�UHIOHFWV�D�GHJUHH�RI�FRS\LQJ�DQG�LPLWDWLRQ��HVSHFLDOO\
RYHU�WKH�ODVW�GHFDGH�RU�VR�
$�UHODWHG�SRLQW��QRW�LPPHGLDWHO\�GLVFHUQLEOH�IURP�WKH�ILJXUH�EXW�FHUWDLQO\�HYLGHQW
IURP�D�PRUH�GHWDLOHG�VFUXWLQ\�RI�QDWLRQDO�5	'�DQG�LQQRYDWLRQ�SROLFLHV��LV�WKDW
PDQ\�FRXQWULHV�DUH�QRZ�LPSOHPHQWLQJ�D�VLPLODU�PL[�RI�SROLF\�LQVWUXPHQWV�LQ
WHUPV�RI�WKHLU�QXPEHU�DQG�IXQFWLRQ���7KH�ODUJHU�DQG�PRUH�PDWXUH�HFRQRPLHV
WHQG�WR�KDYH�WKH�JUHDWHVW�QXPEHU�DQG�YDULHW\�RI�LQVWUXPHQWV��EXW�PDQ\�RI�WKH
VPDOOHU�HFRQRPLHV�DOVR�XVH�VLPLODU�PL[HV�±�HYHQ�LI�WKHUH�LV�VWLOO�D�JUHDW�GHDO�RI
YDULDWLRQ�LQ�WHUPV�RI�PRGHV�RI�LPSOHPHQWDWLRQ�DQG�UHODWLYH�HIIHFWLYHQHVV���$JDLQ�
KRZHYHU��WKHUH�LV�WKH�VXVSLFLRQ�WKDW�WKH�XVH�RI�VLPLODU�FRPELQDWLRQV�LV�D
FRQVHTXHQFH�RI�VLPSOH�LPLWDWLRQ�UDWKHU�WKDQ�WKH�UHVXOW�RI�GHHSO\�FRQVLGHUHG
UHIOHFWLRQV�RQ�WKH�DSSURSULDWHQHVV�RI�SDUWLFXODU�SROLF\�PL[HV�
$�WKLUG�REVHUYDWLRQ�LV�WKDW�D�JURZLQJ�QXPEHU�RI�SURJUDPPHV��DFWLRQV�DQG
PHDVXUHV�DUH�ORFDWHG�LQ�WKH�ORZHU�PLGGOH�VHFWRU��%ULGJLQJ�LQLWLDWLYHV�EHWZHHQ
3XEOLF�DQG�3ULYDWH�&UHDWRUV�RI�.QRZOHGJH���KLJKOLJKWLQJ�D�VWURQJ�IRFXV�RQ�SROLFLHV
IRVWHULQJ�LQGXVWU\�VFLHQFH�UHODWLRQVKLSV���7KLV�UHIOHFWV�SROLF\�HIIRUWV�WR�LPSURYH
WKH�FRQQHFWLRQ�EHWZHHQ�(XURSH¶V�VWUHQJWKV�LQ�EDVLF�DQG�DSSOLHG�UHVHDUFK�DQG�WKH
FRPPHUFLDOLVDWLRQ�RI�WKHVH�GLVFRYHULHV��L�H��DWWHPSWV�WR�UHVROYH�WKH�µ(XURSHDQ
3DUDGR[¶�
$�IRXUWK�REVHUYDWLRQ�LV�WKDW�PRVW�RI�WKH�LQQRYDWLRQ�DQG�GLIIXVLRQ�RULHQWHG
HOHPHQWV�RI�WKH�SROLF\�PL[�FDQ�EH�IRXQG�LQ�WKH�XSSHU�ULJKW�KDQG�VHFWRU�ODEHOOHG
µ5HLQIRUFHPHQW�3ROLFLHV�IRU�3ULYDWH�.QRZOHGJH�8VHUV¶��DQ�DUHD�ZKLFK�OLHV�DW�WKH
LQWHUIDFH�EHWZHHQ�WHFKQRORJ\�SROLFLHV�DQG�EXVLQHVV�GHYHORSPHQW�SROLFLHV�
$�ILIWK�REVHUYDWLRQ�LV�WKDW�WKH�FHQWUDO�FHOO�LQ�WKH�ILJXUH��LQLWLDWLYHV�EULGJLQJ�ERWK
SXEOLF�DQG�SULYDWH�VHFWRUV�DQG�NQRZOHGJH�FUHDWRUV�DQG�XVHUV��FRQWDLQV�D�VPDOO
QXPEHU�RI�SURJUDPPHV�WKDW�FDQ�EH�WHQWDWLYHO\�GHVFULEHG�DV�V\VWHPLF�SROLFLHV�
7KHVH�DUH�DOO�YHU\�UHFHQW�LQLWLDWLYHV�WKDW�UHIOHFW�FRQWHPSRUDU\�HIIRUWV�WR�JR
EH\RQG�WKH�EXLOGLQJ�RI�EULGJHV�EHWZHHQ�FRQWLJXRXV�VHWV�RI�DFWRUV�LQ�WKH�ILJXUH�
&ULWLFDOO\��WKHVH�LQVWUXPHQWV�HQFRXUDJH�ZLGHU�VHWV�RI�DFWRUV�WR�LQWHUDFW�ZLWK�HDFK
RWKHU�LQ�ZD\V�ZKLFK�DOORZ�D�YDULHW\�RI�XVHU�QHHGV�WR�LQIOXHQFH�NQRZOHGJH
SURGXFWLRQ�DQG��FRQYHUVHO\��NQRZOHGJH�SURGXFWLRQ�FDSDELOLWLHV�WR�VKDSH�XVHU
H[SHFWDWLRQV�DQG�VWUDWHJLHV���([DPSOHV�LQFOXGH�VR�FDOOHG�µFOXVWHU¶�DQG�µWHFKQRORJ\
SODWIRUP¶�SROLFLHV��ERWK�RI�ZKLFK�LQYROYH�µSROLF\�SDFNDJHV¶�FRPSULVLQJ�D�PL[�RI
VXSSRUW�LQVWUXPHQWV�DQG�WKH�SDUWLFLSDWLRQ�RI�D�GLYHUVH�VHW�RI�VWDNHKROGHUV�
%HFDXVH�WKH\�RIWHQ�KDYH�D�UHJLRQDO�GLPHQVLRQ��SROLFLHV�RI�WKLV�QDWXUH�RIWHQ�FDOO
IRU�WKH�LQYROYHPHQW�RI�UHJLRQDO�DXWKRULWLHV�DQG�WKH�FRRUGLQDWLRQ�RI�DFWLYLWLHV
EHWZHHQ�UHJLRQDO��QDWLRQDO�DQG�(8�OHYHOV�
$�QXPEHU�RI�RWKHU�WUHQGV�LQ�WKH�IRUPXODWLRQ�DQG�LPSOHPHQWDWLRQ�RI�(XURSHDQ
5	'�DQG�LQQRYDWLRQ�SROLFLHV�FRPSOHPHQW�WKH�SLFWXUH�SDLQWHG�E\�([KLELW������ u
7KH\�DOO�VXJJHVW�WKDW�LQFUHDVLQJ�DWWHQWLRQ�KDV�EHHQ�SDLG�LQ�UHFHQW�\HDUV�WR
EULGJLQJ�SROLFLHV�DQG�WR�SROLFLHV�FRQFHUQHG�ZLWK�WKH�IXQFWLRQLQJ�RI�LQQRYDWLRQ
V\VWHPV�DV�D�ZKROH���,Q�VXPPDU\�

• 7KH�QXPEHU�DQG�GLYHUVLW\�RI�PHDVXUHV�LQ�XVH�LQ�GLIIHUHQW�FRXQWULHV
LQFUHDVHV�ZLWK�WKH�VL]H�DQG�PDWXULW\�RI�WKH�QDWLRQDO�LQQRYDWLRQ�V\VWHPV�

�����������������������������������������������v
� 6HH��IRU�H[DPSOH��WKH�(8�%HQFKPDUNLQJ�5HSRUW�RQ�µ7KH�,PSDFW�RI�57'�RQ
&RPSHWLWLYHQHVV�DQG�(PSOR\PHQW¶��6RHWH�HW�DO���������DQG�&KDSWHU���RI�WKH�2(&'�67,
2XWORRN�������2(&'������D�
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• 7KH�FRKHVLRQ�FRXQWULHV�DOVR�QRZ�KDYH�D�GLYHUVH�DQG�SOHQWLIXO�PL[��EXW
WKH�DFFHVVLRQ�FRXQWULHV�JHQHUDOO\�H[SORLW�IHZHU�PHDVXUHV�

• +LJKHU�HGXFDWLRQ�LQVWLWXWLRQV�KDYH�EHHQ�H[SHFWHG�WR�SOD\�D�JUHDWHU�UROH
LQ�WKH�LQQRYDWLRQ�SURFHVV�

• 2WKHU�SXEOLFO\�IXQGHG�UHVHDUFK�LQVWLWXWHV�DQG�RUJDQLVDWLRQV�KDYH�EHHQ
HQFRXUDJHG�WR�GLUHFW�WKHLU�UHVHDUFK�HIIRUWV�WR�DUHDV�RI�LQWHUHVW�WR�WKH
SULYDWH�VHFWRU�

• 'LUHFW�VXEVLGLHV�WR�SULYDWH�VHFWRU�ILUPV�KDYH�GHFUHDVHG�VXEVWDQWLDOO\�LQ
PDQ\�FRXQWULHV��WKRXJK�GLUHFW�IXQGLQJ�IRU�EXVLQHVV�5	'�UHPDLQHG�DERYH
�����RI�*'3�LQ�WKH�86$�DQG�6ZHGHQ�LQ������DQG�KDG�LQFUHDVHG�LQ�VRPH
RI�WKH�VPDOOHU�2(&'�HFRQRPLHV��2(&'������D��

• 7DUJHWHG�VXSSRUW�IRU�VSHFLILF�WHFKQRORJ\�DUHDV�KDV��WR�VRPH�H[WHQW��EHHQ
UHSODFHG�RU�DW�OHDVW�VXSSOHPHQWHG�E\�PRUH�LQGLUHFW�VXSSRUW�PHDVXUHV
�H�J��ILVFDO�5	'�WD[�PHDVXUHV��DQG�DWWHPSWV�WR�LPSURYH�JHQHUDO
IUDPHZRUN�FRQGLWLRQV�

• 0DQ\�JRYHUQPHQWV�KDYH�DWWHPSWHG�WR�FDWDO\VH�WKH�JURZWK�RI�D�SULYDWH
YHQWXUH�FDSLWDO�PDUNHW�

• *UHDWHU�HPSKDVLV�KDV�EHHQ�SODFHG�RQ�PHDVXUHV�WR�GLIIXVH�WHFKQRORJ\�
WKRXJK�WKH�UHODWLYH�HPSKDVLV�RQ�PHDVXUHV�GHDOLQJ�ZLWK�WKH�LVVXH�RI
DEVRUSWLYH�FDSDFLW\�KDV�UHPDLQHG�ZHDN�

• 6RPH�JRYHUQPHQWV��H�J��)LQODQG��KDYH�H[SHULPHQWHG�ZLWK�µSROLF\
SDFNDJHV¶�ZKLFK�OLQN�GLVSDUDWH�SROLF\�LQVWUXPHQWV�DQG�DOORZ�WDUJHW
DXGLHQFHV�WR�FXVWRPLVH�WKH�VXSSRUW�WKH\�UHFHLYH�LQ�OLQH�ZLWK�YDU\LQJ
QHHGV�DW�GLIIHUHQW�VWDJHV�RI�WKH�LQQRYDWLRQ�SURFHVV�

• 7KHUH�LV�D�VPDOO�EXW�JURZLQJ�UHFRJQLWLRQ�LQ�VRPH�SROLF\�TXDUWHUV�WKDW�D
KROLVWLF�SHUVSHFWLYH�LV�QHHGHG�WR�QXUWXUH�D�EDODQFHG�SROLF\�PL[�DQG�DYRLG
WKH�SLHFHPHDO��XQFRRUGLQDWHG�DSSOLFDWLRQ�RI�PXOWLSOH�LQVWUXPHQWV�

��������/HVVRQV�IURP�,QQRYDWLRQ�6\VWHPV�7KHRU\
-XVW�DV�PRGHOV�RI�LQQRYDWLRQ�V\VWHPV�FDQ�EH�XVHG�WR�LGHQWLI\�DQG�FKDUDFWHULVH
SUREOHP�DUHDV�DQG�WUDFN�SROLF\�UHVSRQVHV��LQQRYDWLRQ�V\VWHPV�WKHRU\�LV�DOVR�WKH
VRXUFH�RI�D�QXPEHU�RI�KHOSIXO�LQVLJKWV�LQWR�WKH�FKRLFH�RI�DSSURSULDWH�SROLF\�PL[HV�
7KH�ILUVW�RI�WKHVH�LV�EDVHG�RQ�RXU�FXUUHQW�XQGHUVWDQGLQJ�RI�WKH�FRPSOH[LW\�RI
PRGHUQ�LQQRYDWLRQ�V\VWHPV��HDFK�RI�ZKLFK�LV�FRPSRVHG�RI�PDQ\�GLIIHUHQW�W\SHV
RI�DFWRU�LQWHUDFWLQJ�LQ�QXPHURXV�DQG�GLYHUVH�ZD\V���,Q�VXFK�V\VWHPV��V\VWHP
SHUIRUPDQFH�LV�RIWHQ�GHWHUPLQHG�RU�UHJXODWHG�E\�WKH�ZHDNHVW�QRGH��L�H��WKH
ZHDNHVW�OLQN�LQ�WKH�FKDLQ����7KH�LPSOLFDWLRQ�IRU�SROLF\�IRUPXODWLRQ��WKHUHIRUH��LV
WKDW�SROLF\�LQWHUYHQWLRQV�VKRXOG�WDUJHW�WKH�ZHDNHVW�OLQNV�
$�VHFRQG�OHVVRQ��ZKLFK�DOVR�VWHPV�IURP�WKH�FRPSOH[LW\�RI�LQQRYDWLRQ�V\VWHPV��LV
WKDW�LQGLYLGXDO�SROLF\�LQVWUXPHQWV�DSSOLHG�LQ�LVRODWLRQ�DUH�XQOLNHO\�WR�KDYH�D
GUDPDWLF�LPSDFW�RQ�RYHUDOO�V\VWHP�SHUIRUPDQFH���,Q�WKHRU\�WKLV�LV�H[DFWO\�ZKDW
FRXOG�KDSSHQ�LI�SROLFLHV�DUH�WDUJHWHG�DFFXUDWHO\�DW�H[WUHPHO\�FULWLFDO�ZHDN�OLQNV�
EXW�LQ�SUDFWLFH�WKH�µVWUDWHJLF�LQWHOOLJHQFH¶�UHTXLUHG�WR�LGHQWLI\�FULWLFDO�QRGHV�LV
ZRHIXOO\�LQDGHTXDWH���,Q�FRPSOH[�V\VWHPV��WRR��WKHUH�DUH�OLNHO\�WR�EH�PDQ\�ZHDN
QRGHV��DQG�HYHQ�DFFXUDWH�WDUJHWLQJ�RI�DQ�LQGLYLGXDO�ZHDN�OLQN�LV�RQO\�OLNHO\�WR
SURGXFH�LQFUHPHQWDO�LPSURYHPHQWV�LI�SROLF\PDNHUV�QHJOHFW�RWKHU�ZHDN�OLQNV���$
FRUROODU\�RI�DOO�RI�WKLV�LV�WKDW�VXFFHVVIXO�DWWHPSWV�E\�SXEOLF�SROLF\PDNHUV�WR
LPSURYH�WKH�SHUIRUPDQFH�RI�FRPSOH[�LQQRYDWLRQ�V\VWHPV�DUH�PRUH�OLNHO\�WR
FRQVLVW�RI�WKH�DSSOLFDWLRQ�RI�D�EURDG�SRUWIROLR�RI�SROLF\�LQVWUXPHQWV�WKDQ�WKH
DSSOLFDWLRQ�RI�DQ\�RQH�LQVWUXPHQW�LQ�LVRODWLRQ�
$SSO\LQJ�D�VXFFHVVIXO�EURDG�PL[��KRZHYHU��DJDLQ�UHTXLUHV�KLJK�OHYHOV�RI�µVWUDWHJLF
LQWHOOLJHQFH¶�DERXW�WKH�H[LVWHQFH�RI�ZHDN�OLQNV���,W�DOVR�GHPDQGV�DQ�DSSUHFLDWLRQ
RI�WKH�HIILFDF\�DQG�DSSURSULDWHQHVV�RI�LQGLYLGXDO�SROLF\�LQVWUXPHQWV�LQ�GLIIHUHQW
VHWWLQJV���,Q�WXUQ��WKLV�HPSKDVLVHV�WKH�QHHG�IRU�FRQVWDQW�H[SHULPHQWDWLRQ�DQG
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HYDOXDWLRQ�LQ�WKH�XVH�RI�VLQJOH�LQVWUXPHQWV�DQG�FRPELQDWLRQV�RI�LQVWUXPHQWV��ZLWK
WKH�UHVXOWV�RI�WKHVH�DVVHVVPHQWV�FRQWLQXDOO\�IHHGLQJ�EDFN�LQWR�SROLF\�IRUPXODWLRQ
GLVFXVVLRQV�
$Q�LQQRYDWLRQ�V\VWHP�SHUVSHFWLYH�DOVR�VXJJHVWV�WKDW�WKH�FRQVWLWXHQW�SDUWV�RI�WKH
V\VWHP�KDYH�WR�SHUIRUP�ZHOO�LI�WKH�V\VWHP�LV�WR�IXQFWLRQ�HIIHFWLYHO\��DQG�WKDW�DOO
SDUWV�QHHG�WR�LQWHUDFW�VPRRWKO\�WRR���7KHUH�LV�QR�SRLQW�LQ�NQRZOHGJH�FUHDWLRQ��IRU
H[DPSOH��LI�WKH�URXWHV�WR�NQRZOHGJH�XVH�DUH�EORFNHG��ZKLFK�LV�SUHFLVHO\�WKH
UHDVRQ�ZK\�WKH�IXQGLQJ�RI�EDVLF�VFLHQFH�ZLOO�QRW�OHDG�WR�LPSURYHPHQWV�LQ
LQQRYDWLRQ�V\VWHPV�LI�WKH�ZHDN�QRGHV�LQ�WKH�V\VWHP�FRUUHVSRQG�WR�WKH�EDUULHUV
EHWZHHQ�NQRZOHGJH�FUHDWLRQ�DQG�XVH����6LPLODUO\��GLUHFW�HIIRUWV�WR�VWLPXODWH
SULYDWH�VHFWRU�5	'�LQYHVWPHQW�OHYHOV�ZLOO�KDYH�OLWWOH�RYHUDOO�LPSDFW�LI
FRPSOHPHQWDU\�PHDVXUHV�WR�DGGUHVV�ZHDNQHVVHV�LQ�DEVRUSWLYH�FDSDFLW\�DQG
KXPDQ�FDSLWDO��IRU�H[DPSOH��DUH�QRW�DGGUHVVHG�LQ�SDUDOOHO�

������+ROLVWLF�DQG�)RFXVHG�3ROLF\�6ROXWLRQV
7KH�DQDO\VHV�FRQWDLQHG�ZLWKLQ�6HFWLRQV����������VXJJHVW�WKH�DGRSWLRQ�RI�D�QHVWHG
DSSURDFK�WR�WKH�FRQVWUXFWLRQ�RI�SROLF\�PL[HV�FDSDEOH�RI�DGGUHVVLQJ�DQG�FORVLQJ
WKH�JDS�LQ�SULYDWH�VHFWRU�5	'�LQYHVWPHQW�OHYHOV�LQ�WKH�(8���$W�WKH�KLJKHVW�OHYHO�
WKHUH�LV�D�QHHG�IRU�D�KROLVWLF�DSSURDFK�WR�SROLF\�IRUPXODWLRQ��µ+ROLVWLF�3ROLFLHV¶
LQYROYH�WKH�FRQVWUXFWLRQ�RI�SROLF\�SRUWIROLRV�RI�FRQVLGHUDEOH�EUHDGWK��DLPHG�LQ�WKH
PDLQ�DW�UHFWLI\LQJ�ZKROHVDOH�LQQRYDWLRQ�V\VWHP�GHILFLHQFLHV�WKDW��LI�VXFFHVVIXO�
ZRXOG�VWLPXODWH�SULYDWH�VHFWRU�LQYHVWPHQW�LQ�5	'�DV�D�QDWXUDO�FRQVHTXHQFH�RI�D
KHDOWK\�DQG�YLEUDQW�LQQRYDWLRQ�V\VWHP�
$W�WKH�QH[W�OHYHO�LQ�D�QHVWHG�SROLF\�V\VWHP��WKHUH�LV�D�QHHG�IRU�WKH�FRQVWUXFWLRQ�RI
PRUH�IRFXVHG�SROLF\�SDFNDJHV�DGGUHVVLQJ�VSHFLILF�SUREOHPV�ZLWKLQ�PRUH�OLPLWHG
LQQRYDWLRQ�V\VWHP�GRPDLQV���$Q�H[DPSOH�RI�D�µ)RFXVHG�3ROLF\�6ROXWLRQ¶�ZRXOG�EH
DQ�LQWHJUDWHG�SDFNDJH�RI�ILQDQFLDO�DQG�ILVFDO�PHDVXUHV�DGGUHVVLQJ�FDSLWDO
UHVRXUFH�GHILFLHQFLHV�DPRQJVW�60(V�DQG�VWDUW�XSV�

��������+ROLVWLF�3ROLF\�6ROXWLRQV
7KHUH�DUH�WKUHH�PDMRU�ZHDN�VSRWV�LQ�WKH�(8�LQQRYDWLRQ�V\VWHP�WKDW�DUH
SDUWLFXODUO\�UHOHYDQW�WR�WKH�WDVN�RI�UDLVLQJ�SULYDWH�VHFWRU�5	'�OHYHOV�

• /DUJH�WHFKQRORJ\�EDVHG�FRPSDQLHV��01&V�LQ�SDUWLFXODU��DUH�UHVSRQVLEOH
IRU�WKH�EXON�RI�5	'�H[SHQGLWXUH�LQ�WKH�(8���$V�VXFK��WKH\�DUH�WKH�ODUJHVW
SRWHQWLDO�VRXUFH�RI�DGGLWLRQDO�5	'�LQYHVWPHQW�DQG�ZRXOG�FRQWULEXWH�PRVW
WR�FORVLQJ�WKH�5	'�JDS�±�LI�RQO\�WKH\�FRXOG�EH�PRWLYDWHG�WR�DOORFDWH�PRUH
5	'�WR�ORFDWLRQV�ZLWKLQ�WKH�(8���5HFWLI\LQJ�WKH�JDS�WKXV�UHTXLUHV�SROLFLHV
WKDW�PDNH�WKH�(8�DQ�DWWUDFWLYH�SODFH�WR�FRQGXFW�5	'�

• ,W�LV�DOVR�HYLGHQW�WKDW�VWUXFWXUDO�GLIIHUHQFHV�LQ�WKH�FRPSOH[LRQ�RI�LQGXVWU\
DFFRXQW�IRU�D�VXEVWDQWLDO�SURSRUWLRQ�RI�WKH�JDS�EHWZHHQ�(8�DQG�86�5	'
LQYHVWPHQW�OHYHOV�±�GXH�ODUJHO\�WR�WKH�UHODWLYH�VL]H�RI�WKH�,&7�VHFWRU�LQ
WKH�86$���5HFWLI\LQJ�WKLV�LPEDODQFH��ZKHWKHU�E\�IRFXVHG�HIIRUWV�WR
SURPRWH�WKH�JURZWK�RI�WKH�(XURSHDQ�,&7�VHFWRU�RU�VLPLODU�PHDVXUHV�WR
SURPRWH�RWKHU�QHZ�OHDG�PDUNHWV�DQG�VHFWRUV�LQ�WKH�(8��LQ
SKDUPDFHXWLFDOV��ELRWHFKQRORJ\��QDQRWHFKQRORJ\��QHZ�PDWHULDOV�HWF���
ZLOO�UHTXLUH�FRQFHUWHG�SROLF\�HIIRUWV�DORQJ�D�EURDG�IURQW�

• 7KH�UHODWLYHO\�SRRU�SHUIRUPDQFH�RI�WKH�(8�LQ�WHUPV�RI�DEVRUSWLYH�FDSDFLW\
VLJQLILHV�DQ�LQHIILFLHQW�LQQRYDWLRQ�V\VWHP���0HDVXUHV�WR�UHFWLI\�WKLV�DUH
QHHGHG�LI�VXIILFLHQW�ZHDOWK�LV�WR�EH�JHQHUDWHG�WR�UDLVH�IXWXUH�LQYHVWPHQW
OHYHOV�LQ�5	'�



��

7KH�VFDOH�DQG�GLYHUVLW\�RI�WKHVH�SUREOHPV�KDYH�WZR�PDMRU�LPSOLFDWLRQV�IRU�SROLF\�
7KHLU�VFDOH�VXJJHVWV�WKDW�WKHUH�LV�D�QHHG�IRU�GHFLVLYH�VWHSV�WR
UHDSSUDLVH�WKH�HIILFDF\�RI�H[LVWLQJ�SROLFLHV�DQG�WR�LPSOHPHQW�QHZ��HYHQ
GUDVWLF��PHDVXUHV�WR�UHPHG\�GHILFLHQFLHV�LQ�WKH�(8�LQQRYDWLRQ�V\VWHP�
,QFUHPHQWDO�DSSURDFKHV�WKDW�DWWHPSW�WR�VDWLVI\�DQG�DSSHDVH�DOO�LQWHUHVWHG�SDUWLHV
FHUWDLQO\�KDYH�D�SDUW�WR�SOD\�GXULQJ�WKH�QRUPDO�FRXUVH�RI�UHJLRQDO��QDWLRQDO�DQG
(8�SROLF\PDNLQJ��EXW�ZKHQ�WKHUH�LV�D�QHHG�WR�VKLIW�JHDU�DQG�LQFUHDVH
PRPHQWXP��WKLQNLQJ�WKH�XQWKLQNDEOH�EHFRPHV�DFFHSWDEOH�DQG�WKH�QHHG�IRU�PRUH
GUDVWLF�PHDVXUHV�EHFRPHV�DQ�LPSHUDWLYH���6HFRQGO\��WKH�GLYHUVLW\�RI�WKHVH
GLOHPPDV�FDOOV�IRU�D�VLPLODUO\�GLYHUVH�VHW�RI�SROLF\�LQVWUXPHQWV�WR�WDFNOH
WKHP��ZLWK�DOO�WKH�FRQFRPLWDQW�SUREOHPV�DVVRFLDWHG�ZLWK�PRELOLVLQJ�WKHVH�LQ�D
FRKHUHQW�ZD\�DFURVV�D�KLJKO\�YDULHJDWHG�VHW�RI�SROLF\�OHYHOV��UHJLRQDO��QDWLRQDO
DQG�(8��DQG�DQ�HYHQ�PRUH�GLVSDUDWH�VHW�RI�LQVWLWXWLRQDO�DFWRUV�
7KH�QHHG�IRU�GLYHUVH�DQG�GUDVWLF�UHPHGLHV�ZDV�HFKRHG�LQ�D�UHFHQW�VXUYH\��(57�
������RI�WKH�PHPEHUV�RI�WKH�(XURSHDQ�5RXQG�7DEOH��ZKLFK�FRPSULVHV�PDQ\�RI
WKH�(8¶V�ODUJHVW�5	'�SHUIRUPHUV�DQG�DFFRXQWV�IRU�PRUH�WKDQ�����RI�WRWDO
(XURSHDQ�5	'�VSHQGLQJ���7KH�VXUYH\�QRWHG�WKDW�WKH�DPRXQW�PHPEHUV�H[SHFWHG
WR�LQYHVW�LQ�WKH�(8�RQ�5	'�ZRXOG�EH�PDLQWDLQHG�RU�UDLVHG�RQO\�VOLJKWO\�RYHU�WKH
QH[W�IHZ�\HDUV��ZKLOH�LQYHVWPHQW�OHYHOV�RXWVLGH�RI�(XURSH�ZHUH�H[SHFWHG�WR
LQFUHDVH���,I�(8�*'3�FRQWLQXHV�WR�ULVH��WKHQ�SULYDWH�(8�5	'�H[SHQGLWXUH�DV�D
SHUFHQWDJH�RI�*'3�ZLOO�IDOO�DQG�DQ\�KRSH�RI�UHDFKLQJ�WKH�%DUFHORQD�WDUJHW�RI���
ZLOO�UHFHGH�GUDPDWLFDOO\���7KH�(57�WKXV�FRQFOXGHG�WKDW�GUDVWLF�PHDVXUHV�ZHUH
QHFHVVDU\�WR�SHUVXDGH�LWV�PHPEHUV�WR�LQYHVW�LQ�5	'�LQ�(XURSH���$�SROO�RI
PHPEHUV�VXJJHVWHG�WKDW�D�EURDG�SROLF\�PL[�FRPSULVLQJ�WKH�IROORZLQJ�HOHPHQWV
ZDV�UHTXLUHG�

• 3XEOLF�LQYHVWPHQW�LQ�FHQWUHV�RI�5	'�H[FHOOHQFH�LQ�NH\�DUHDV�VXFK�DV�,&7�
DGYDQFHG�QHZ�PDWHULDOV�DQG�SKDUPDFHXWLFDOV�DQG�WKH�GHYHORSPHQW�RI�D
EURDG�UDQJH�RI�PHDVXUHV�WR�UDLVH�WKH�VWDWXV�DQG�LPSURYH�WKH�VXSSO\�RI
VNLOOHG�ODERXU�IRU�5	'�

• ,QFUHDVHG�SXEOLF�VSHQGLQJ�RQ�5	'�WR�HQFRXUDJH�PRUH�SULYDWH�5	'
VSHQGLQJ��LQFOXGLQJ�WD[�LQFHQWLYHV�DQG�GLUHFW�FR�ILQDQFLQJ�RI�5	'
SURMHFWV�

• ,PSURYHG�OHJLVODWLRQ�FRYHULQJ�,QWHOOHFWXDO�3URSHUW\�5LJKWV�DQG�SURGXFW
UHJXODWLRQV�

0RUHRYHU��WKH�WKUXVW�RI�WKH�(57�DGYLFH�ZDV�WKDW�JUDGXDO�RU�PRGHVW�VKLIWV�RU
LPSURYHPHQWV�LQ�H[LVWLQJ�SROLFLHV�ZRXOG�QRW�EH�HQRXJK��DQG�WKDW�VLJQLILFDQW
DPRXQWV�RI�DGGLWLRQDO�HIIRUW�DQG�PRQH\�ZRXOG�EH�QHHGHG�WR�PDNH�D�VLJQLILFDQW
GLIIHUHQFH�WR�WKH�FXUUHQW�PRULEXQG�VWDWH�RI�DIIDLUV�
7KH�PL[�RI�LQVWUXPHQWV�UHTXLUHG�WR�WDFNOH�WKH�DERYH�SUREOHPV�VSDQV�WKH
VSHFWUXP�RI�LQVWUXPHQWV�ZH�KDYH�WHUPHG�'LUHFW��,QGLUHFW�)LVFDO�DQG�&DWDO\WLF�
SOXV�QXPHURXV�SROLF\�LQVWUXPHQWV�DIIHFWLQJ�IUDPHZRUN�FRQGLWLRQV��DQG�WKH
IRUPXODWLRQ�DQG�LPSOHPHQWDWLRQ�RI�VXFK�D�PL[�LV�FHUWDLQO\�D�FKDOOHQJH���7KH
VHYHULW\�RI�WKH�SUREOHPV�WKHVH�SROLFLHV�DUH�PHDQW�WR�VXUPRXQW��KRZHYHU�
GHPDQGV�WKDW�DWWHPSWV�DUH�PDGH�WR�FRQIURQW�WKH�FKDOOHQJH���6HFWLRQ���RI�WKLV
UHSRUW�WKXV�IRFXVHV�RQ�VRPH�RI�WKH�LQJUHGLHQWV�WKDW�FRXOG�RU�VKRXOG�IHHG�LQWR
DSSURSULDWH�SROLF\�UHFLSHV���,Q�SDUWLFXODU��WKH�IRFXV�IDOOV�RQ�VRPH�RI�WKH
IUDPHZRUN�FRQGLWLRQV�DQG�UHODWHG�SROLF\�PHDVXUHV�WKDW�ZLOO�QHHG�WR�EH
LQFRUSRUDWHG�LQWR�+ROLVWLF�3ROLF\�VROXWLRQV�

��������)RFXVHG�3ROLF\�6ROXWLRQV
:KHUHDV�WKH�3ROLF\�0L[�([SHUW�*URXS�IHOW�WKDW�FRQVLGHUDWLRQV�RI�LQGXVWULDO
VWUXFWXUH��DEVRUSWLYH�FDSDFLW\�DQG�WKH�DWWUDFWLYHQHVV�RI�WKH�(8�DV�D�SODFH�IRU
ODUJH�ILUPV�WR�FRQGXFW�5	'�ZHUH�RI�SULPDU\�LPSRUWDQFH�LQ�WKH�FRQVWUXFWLRQ�RI



��

+ROLVWLF�3ROLF\�VROXWLRQV��LW�DOVR�LGHQWLILHG�D�QHHG�WR�UDLVH�5	'�LQWHQVLW\�DPRQJVW
LQGLJHQRXV�ILUPV�DFURVV�D�UDQJH�RI�LQGXVWULDO�VHFWRUV���)LQDQFLDO�DQG�ILVFDO�SROLF\
PHFKDQLVPV�DUH�ZHOO�VXLWHG�WR�WKLV�WDVN��VLQFH�WKH\�WDFNOH�PDQ\�RI�WKH
GHILFLHQFLHV�WKDW�LQKLELW�5	'�DFWLYLWLHV��SDUWLFXODUO\�DPRQJVW�60(V���7KHVH�LQFOXGH
VFDUFH�UHVRXUFHV��RIWHQ�ILQDQFLDO���LQVXIILFLHQW�LQFHQWLYHV�WR�WDNH�ULVNV��PLVVLQJ
FDSDELOLWLHV�DQG�ODFN�RI�RSSRUWXQLWLHV��0HWFDOIH�DQG�*HRUJKLRX����������,Q�WKH
VKRUW�WHUP��VXFK�PHDVXUHV�±�ZKHQ�DLPHG�DW�PLG�VL]HG�FRPSDQLHV��60(V��QHZ
WHFKQRORJ\�EDVHG�ILUPV��17%)V���VWDUW�XSV�DQG�VSLQ�RIIV�±�PD\�RQO\�OHYHUDJH
PRGHVW�DPRXQWV�RI�5	'�DFWLYLW\��EXW�LQ�WKH�ORQJHU�WHUP�WKH�LPSRUWDQFH�RI�QHZ
KLJK�WHFK�HQWUDQWV�DQG�LQQRYDWLYH�60(V�WR�RYHUDOO�HFRQRPLF�SHUIRUPDQFH�HQVXUHV
WKH�UHOHYDQFH�DQG�LPSRUWDQFH�RI�SROLF\�HIIRUWV�LQ�WKLV�VSKHUH���,W�VKRXOG�DOVR�EH
UHPHPEHUHG�WKDW�PDQ\�ILQDQFLDO�DQG�ILVFDO�PHDVXUHV�FDQ�DOVR�EH�H[SORLWHG�E\
ODUJH�ILUPV�DQG�01&V��ZLWK�LPSRUWDQW�OHYHUDJH�HIIHFWV�RQ�RYHUDOO�5	'�LQYHVWPHQW
OHYHOV���6HFWLRQ���RI�WKLV�UHSRUW�WKXV�IRFXVHV�RQ�WKH�UROH�DQG�XVH�RI�VSHFLILF
ILQDQFLDO�DQG�ILVFDO�PHDVXUHV��ZKLOH�6HFWLRQ���ORRNV�DW�WKHLU�XVH�LQ�FRQMXQFWLRQ
ZLWK�HDFK�RWKHU�LQ�)RFXVHG�3ROLF\�SDFNDJHV�DQG�DV�SDUW�RI�EURDGHU�+ROLVWLF�3ROLF\
VROXWLRQV�



��

������+ROLVWLF�3ROLF\�6ROXWLRQV�DQG�)UDPHZRUN�&RQGLWLRQV

$W�WKH�KHDUW�RI�WKH�DUJXPHQW�FRQFHUQLQJ�WKH�GHVLUDELOLW\�DQG�QHFHVVLW\�RI�KROLVWLF
SROLF\�DSSURDFKHV�LV�WKH�UHDOLVDWLRQ�WKDW�EXVLQHVV�5	'�LQYHVWPHQW�OHYHOV�DUH
GHWHUPLQHG�E\�PDQ\�IDFWRUV�WKDW�OLH�RXWVLGH�WKH�WUDGLWLRQDO�VSKHUH�RI�HLWKHU�5	'
RU�LQQRYDWLRQ�SROLFLHV���,Q�WKLV�VHFWLRQ��WKHUHIRUH��ZH�UHYLHZ�VRPH�RI�WKH�EURDGHU
SROLF\�VSKHUHV��IUDPHZRUN�FRQGLWLRQV�DQG�UHODWHG�LVVXHV�WKDW�QHHG�WR�EH
FRQVLGHUHG�LQ�WKH�GHVLJQ�RI�KROLVWLF�SROLF\�VROXWLRQV�

������0DFURHFRQRPLF�&RQGLWLRQV
0DFURHFRQRPLF�FRQGLWLRQV�DUH�LQ�WKH�ORQJ�WHUP�WKH�VLQJOH�PRVW�LPSRUWDQW�IDFWRU
LQIOXHQFLQJ�EXVLQHVV�H[SHFWDWLRQV�DQG�LQYHVWPHQWV���,QQRYDWLRQ�DQG�EXVLQHVV
5	'�LQYHVWPHQWV�DUH�QRW�DQ�H[FHSWLRQ��WKH\�DUH�LQGLUHFWO\�EXW�YHU\�VWURQJO\
LQIOXHQFHG�E\�WKH�PDFURHFRQRPLF�FOLPDWH���,Q�GLIILFXOW�\HDUV��IRU�H[DPSOH��VXFK
LQYHVWPHQWV�DUH�YHU\�OLNHO\�WR�EH�UHGXFHG�EHFDXVH�RI�WKH�WLPH�KRUL]RQV�QHHGHG
IRU�WKHLU�DPRUWLVDWLRQ�DQG�WKH�LQKHUHQW�XQFHUWDLQW\�DVVRFLDWHG�ZLWK�5	'���7KH
ZHOO�EHLQJ�RI�WKH�PDFURHFRQRPLF�HQYLURQPHQW�±�UHJXODWHG�E\�LQWHUHVW�UDWHV��RSHQ
PDUNHWV�DQG�ILVFDO�PHDVXUHV�±�LV�WKXV�D�FRQGLWLRQ�VLQH�TXD�QRQ�IRU�UHVHDUFK�WR
FRQWLQXH���$OWKRXJK�5	'�DQG�LQQRYDWLRQ�DUH�GULYHUV�RI�HFRQRPLF�SURVSHULW\�
HFRQRPLF�JURZWK�LV�DOVR�D�SUHUHTXLVLWH�IRU�WKH�JURZWK�RI�5	'�LQYHVWPHQW�
0DFURHFRQRPLF�DQG�ILVFDO�FRQGLWLRQV�DUH�NH\�IUDPHZRUN�FRQGLWLRQV�LQIOXHQFLQJ
LQYHVWPHQW�LQ�5	'�IRU�WKH�IROORZLQJ�UHDVRQV�

• 7KH�JHQHUDO�OHYHO�RI�LQWHUHVW�UDWHV�LV�DQ�LPSRUWDQW�GHWHUPLQDQW�RI�WKH
FRVW�RI�FDSLWDO���/RZ�LQWHUHVW�UDWHV�UHVXOW�LQ�D�ORZHU�GHEW�VHUYLFH�EXUGHQ
IRU�LQGHEWHG�ILUPV��WKXV�IUHHLQJ�XS�FDVK�IORZ�IRU�LQYHVWPHQW���/RZHU
LQWHUHVW�UDWHV�VKRXOG�DOVR�UHVXOW�LQ�D�ORZHU�WKUHVKROGV�IRU�LQWHUQDO�JR�QR
JR�GHFLVLRQV�RQ�LQYHVWPHQWV��ZKLFK�VKRXOG�LQGXFH�D�ZLGHU�UDQJH�RI�5	'
SURMHFWV�WR�EH�ILQDQFHG�

• 3ULFH�VWDELOLW\�DOVR�VXSSRUWV�5	'�LQYHVWPHQW�LQVRIDU�DV�LW�LQFUHDVHV�WKH
SUHGLFWDELOLW\�RI�IXWXUH�FRVWV�DQG�UHYHQXHV�DQG�WKXV�ERRVWV�WKH�SRWHQWLDO
IRU�SURILWV�VKRXOG�5	'�SURMHFWV�EH�VXFFHVVIXO�

• $�KLJK�JURZWK�UDWH�LQ�DJJUHJDWH�GHPDQG�LV�DOVR�VXSSRUWLYH�RI�LQYHVWPHQW
LQ�5	'��VLQFH�DQWLFLSDWLRQ�RI�IXWXUH�JURZWK�LQ�PDUNHWV�LV�RQH�RI�WKH�PDLQ
GHWHUPLQDQWV�RI�LQYHVWPHQW�VSHQGLQJ�

• ,Q�WKH�ORQJ�UXQ��KRZHYHU��WKLV�JURZWK�UDWH�VKRXOG�QRW�H[FHHG�OHYHOV�OLNHO\
WR�OHDG�WR�µRYHUKHDWLQJ¶�LQ�(XURSH��VLQFH�WKLV�FDQ�OHDG�WR�WKH�QHHG�IRU
LQFUHDVLQJ�LQWHUHVW�UDWHV�DQG��LQ�WKH�ZRUVW�FDVH��µVWRS�±�JR¶�SROLFLHV
LQFUHDVLQJ�WKH�YRODWLOLW\�DQG�XQSUHGLFWDELOLW\�RI�HFRQRPLF�JURZWK���7KHUH
LV�HYLGHQFH�WKDW�JURZWK�UDWHV�LQ�WKH�86�LQ�WKH�ODWH�����V�ZHUH
XQVXVWDLQDEOH��OHDGLQJ�WR�RYHULQYHVWPHQW�DQG�RYHUFDSDFLW\�LQ�,&7���7KLV
EHKDYLRXU�VSLOW�RYHU�WR�D�FHUWDLQ�H[WHQW�WR�(XURSH���7KH�EXEEOH�LQ
VSHQGLQJ�LV�QRZ�EHLQJ�FRUUHFWHG�E\�D�VHYHUH�FRQVROLGDWLRQ�LQ�KLJK�WHFK
LQGXVWULHV�DQG�GUDVWLFDOO\�UHGXFHG�,7�VSHQGLQJ�E\�ODUJH�FRUSRUDWLRQV�
*URZWK�VWDELOLW\�LV�SDUWLFXODUO\�LPSRUWDQW�IRU�5	'��VLQFH�PXFK�RI�5	'
LQYHVWPHQW�LV�LQ�VWDII��PRVW�RI�ZKRP�FDQQRW�VLPSO\�EH�PDGH�UHGXQGDQW
RU�KLUHG�ZLWKRXW�HIILFLHQF\�ORVVHV���,Q�DQ�LGHDO�VLWXDWLRQ��5	'�VSHQGLQJ
VKRXOG�EH�VPRRWK�RYHU�WKH�EXVLQHVV�F\FOH�

• 7KH�WD[�VWUXFWXUH�LV�RQH�RI�WKH�ILVFDO�FRQGLWLRQV�LQIOXHQFLQJ�QRW�RQO\�WKH
OHYHO�EXW�DOVR�WKH�ORFDWLRQ�RI�5	'�LQYHVWPHQW���,QWHUQDWLRQDOO\�PRELOH
ILUPV�KDYH�WKH�FDSDFLW\�WR�ORFDWH�5	'�DFWLYLWLHV�ZKHUH��DPRQJ�RWKHU
WKLQJV��WD[�FRQVLGHUDWLRQV�DUH�IDYRXUDEOH���/HYHOV�RI�ILVFDO�JHQHURVLW\�DQG
WKH�WUDQVSDUHQF\�DQG�VLPSOLFLW\�RI�WD[�V\VWHPV�DOO�WKXV�FRPH�LQWR�SOD\���$
IXUWKHU�FRQVLGHUDWLRQ�LV�WKH�VWDELOLW\�RI�WD[�V\VWHPV�DQG�WKH�SUHGLFWDELOLW\
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RI�WD[�DXWKRULWLHV
�WUHDWPHQW�RI�ILUPV��ZKLFK�FDQ�DOVR�LQIOXHQFH�WKH
ORFDWLRQ�DQG�OHYHO�RI�5	'�

)LQDQFLDO�PDUNHWV�DQG�ODERXU�PDUNHWV�DUH�JRYHUQHG�E\�JHQHUDO�PDFURHFRQRPLF
FRQGLWLRQV�DQG�FRQVWLWXWH�IUDPHZRUN�FRQGLWLRQV�IRU�LQQRYDWLRQ�DQG��DV�D
FRQVHTXHQFH��5	'�
)LQDQFLDO�PDUNHWV�LQIOXHQFH�EXVLQHVV�5	'�LQYHVWPHQWV�EHFDXVH�WKH\�GHWHUPLQH
WKH�FRVW�RI�PRQH\���0RVW�EXVLQHVV�DFWLYLWLHV�DUH�ILQDQFHG�E\�RZQ�FDSLWDO��WKH
EDQNLQJ�VHFWRU�DQG�RU�DFFHVV�WR�WKH�VWRFN�H[FKDQJH���)RU�ELJ�5	'�LQWHQVLYH
FRPSDQLHV�DQG�JOREDO�SOD\HUV��LQWHUQDO�SURILWDELOLW\�DQG�LQWHUHVW�UDWHV�DUH�FULWLFDO
HOHPHQWV�LQ�UHWXUQ�RQ�5	'�LQYHVWPHQW�FDOFXODWLRQV���*HQHUDO�PDFURHFRQRPLF
FRQGLWLRQV�DUH�WKXV�NH\�GHWHUPLQDQWV�RI�5	'�LQYHVWPHQW�OHYHOV�ZKHQHYHU�ODUJH
FRPSDQLHV�GRPLQDWH�EXVLQHVV�5	'�H[SHQGLWXUH�LQ�D�FRXQWU\�
,QWHUYHQWLRQ�LQ�ILQDQFLDO�PDUNHWV�FDQ�DOVR�LQIOXHQFH�5	'�LQYHVWPHQWV�LQ�RWKHU
TXDUWHUV�E\�UHFWLI\LQJ�PDUNHW�IDLOXUHV�DQG�UHGLVWULEXWLQJ�ULVN���0DQ\�FRPSDQLHV
RXWVLGH�WKH�ILUVW�FLUFOH�RI�ODUJH�5	'�LQWHQVLYH�FRPSDQLHV�DUH�PXFK�PRUH
GHSHQGHQW�RQ�DFFHVV�WR�H[WHUQDO�VRXUFHV�RI�FDSLWDO�WR�IXQG�5	'��DQG�WKLV�DFFHVV
LV�QRW�DOZD\V�HDV\�WR�JDLQ���7KLV�LV�HVSHFLDOO\�WUXH�IRU�ORZ��DQG�PHGLXP�WHFK
60(V�ZLVKLQJ�WR�LQYHVW�LQ�5	'�DQG�LQQRYDWLRQ��QHZ�WHFKQRORJ\�EDVHG�ILUPV
�17%)V��ZLWK�OLWWOH�WUDFN�UHFRUG�DQG�VWDUW�XSV�DQG�VSLQ�RIIV�
,GHDOO\��ILQDQFLDO�PDUNHWV�VKRXOG�

• 3URYLGH�HTXLW\�ILQDQFH��9HQWXUH�&DSLWDO��WR�VHHG�DQG�HDUO\�VWDJH
GHYHORSPHQWV�

• 3URYLGH�H[SDQVLRQ�FDSLWDO�IRU�JURZLQJ�FRPSDQLHV��PRVWO\�LQ�WKH�IRUP�RI
HTXLW\��EXW�DOVR�GHEW�DQG�PL[HG�HTXLW\�DQG�GHEW��PH]]DQLQH��ILQDQFH�WR
ILQDQFH�WKHLU�PDUNHWLQJ�DQG�GLVWULEXWLRQ�V\VWHPV�

• *LYH�DFFHVV�WR�GHEW�ILQDQFH�WR�60(V�ZLWK�D�SRVLWLYH�FDVK�IORZ�ZLWKRXW
GLVFULPLQDWLQJ�DJDLQVW�WKHP�MXVW�EHFDXVH�RI�WKHLU�VL]H�DQG�VKRUW�WUDFN�
UHFRUG�

• 2IIHU�FDSLWDO�PDUNHW�LQVWUXPHQWV�WR�PRUH�PDWXUH��EXW�5	'�LQWHQVLYH
FRPSDQLHV�

+RZHYHU��ILQDQFLDO�LQVWLWXWLRQV�DUH�RIWHQ�UHWLFHQW�WR�SURYLGH�FDSLWDO�IRU�5	'�LQ�WKH
IDFH�RI�XQFHUWDLQ�FDVK�IORZ�SURMHFWLRQV��ORZ�DSSURSULDELOLW\�RI�SULYDWH�UHWXUQV�DQG
KLJK�WUDQVDFWLRQ�FRVWV���&XUUHQW�PDUNHW�FRQGLWLRQV�KDYH�DOVR�DIIHFWHG�DFFHVV��ZLWK
IHZHU�,32V��LQYHVWRUV�DYRLGLQJ�WHFKQRORJ\�VWRFNV�RQ�WKH�1HXHU�0DUNW�DQG
1$6'$4��LQYHVWRUV�IDYRXULQJ�µQR�WHFK¶�VWRFNV�RQ�WUDGLWLRQDO�VWRFN�PDUNHWV��DQG�D
GUDPDWLF�UHGXFWLRQ�RI�QHZ�IXQGV�IRU�WKH�9&�LQGXVWU\�LQ�JHQHUDO�DQG�HDUO\�VWDJH
IXQGLQJ�LQ�SDUWLFXODU���7KH�SURSRVHG�%DVHO�,,�UHJXODWLRQV�DUH�DOVR�OLNHO\�WR�OHDG�WR
D�FUHGLW�FUXQFK�IRU�60(V�LQ�WKH�WHFKQRORJ\�VHFWRU��ZLWK�5	'�FODVVLILHG�DV�D�ULVN
IDFWRU�FRQWULEXWLQJ�WR�ORZHU�UDWLQJ�DVVHVVPHQWV�
,Q�RUGHU�WR�DOORZ�VWDUW�XSV�DQG�VSLQ�RIIV�WR�IORXULVK��17%)V�WR�H[SDQG�DQG
WUDGLWLRQDO�ORZ�WHFK�FRPSDQLHV�WR�WXUQ�IURP�GHIHQVLYH�WR�LQQRYDWLYH�KLJK�WHFK
VWUDWHJLHV��DFFHVV�WR�FDSLWDO�QHHGV�WR�EH�LPSURYHG���7KLV�ZLOO�LQYROYH�LQFUHDVLQJ
WKH�DPRXQW�RI�FDSLWDO�DYDLODEOH�WR�VXFK�ILUPV�DQG�LPSURYLQJ�WKH�RSHUDWLRQDO�UXOHV
DQG�SURFHGXUHV�WKDW�JRYHUQ�DFFHVV��,Q�SDUWLFXODU��ILQDQFLDO�LQVWLWXWLRQV�UHTXLUH
EHWWHU�LQIRUPDWLRQ�RQ�WKH�DFWLYLWLHV�DQG�SHUIRUPDQFH�RI�VWDUW�XSV��VSLQ�RIIV�
17%)V�DQG�60(V�LQ�JHQHUDO�LQ�RUGHU�WR�PDNH�EHWWHU�ILQDQFH�DQG�LQYHVWPHQW
GHFLVLRQV���7KLV�LPSOLHV�EHWWHU�PRQLWRULQJ�RI�ILUPV¶�DFWLYLWLHV��JUHDWHU
VWDQGDUGLVDWLRQ�LQ�WHUPV�RI�UHOHYDQW�DFFRXQWLQJ�UXOHV��EHWWHU�WHFKQRORJ\�UDWLQJ
PHFKDQLVPV��DQG�PRUH�ZLGHVSUHDG�EHQFKPDUNLQJ�DFWLYLWLHV���7KHUH�LV�DOVR�D�UROH
IRU�VSHFLDOLVW�FRQVXOWDQWV�DQG�SHGDJRJLF�DFWLYLWLHV�JHDUHG�WRZDUGV�EULGJLQJ�WKH
JDS�EHWZHHQ�WKH�ILQDQFLDO��EXVLQHVV�DQG�WHFKQLFDO�ZRUOGV�±�KHOSLQJ�ILQDQFLDO
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LQVWLWXWLRQV�WR�JDLQ�D�EHWWHU�XQGHUVWDQGLQJ�RI�WHFKQLFDO�SRWHQWLDO�DQG�ULVNV��DQG
KHOSLQJ�WHFKQLFDOO\�RULHQWHG�60(V�WR�DSSUHFLDWH�WKH�UHDOLWLHV�RI�ERWK�WKH
FRPPHUFLDO�DQG�ILQDQFLDO�ZRUOGV�
7KH�ODERXU�PDUNHW�DIIHFWV�EXVLQHVV�5	'�OHYHOV�E\�PHGLDWLQJ�WKH�VXSSO\�DQG
GHPDQG�IRU�KLJKO\�VNLOOHG�DQG�TXDOLILHG�ODERXU���,Q�SDUWLFXODU��DYDLODELOLW\�DQG
TXDOLW\�DUH�WZR�LPSRUWDQW�IDFWRUV�LQIOXHQFLQJ�WKH�ORFDWLRQ�RI�PDMRU�5	'�IDFLOLWLHV�
7KH�5	'�VXEVLGLDULHV�DQG�GHYHORSPHQW�FHQWUHV�HVWDEOLVKHG�E\�PXOWLQDWLRQDOV�LQ
$DFKHQ��*HUPDQ\���6RSKLD�$QWLSROLV��)UDQFH��DQG�&DPEULGJH��8.��DUH�WHVWLPRQ\
WR�WKLV���%XW�LW�LV�QRW�RQO\�WKH�VKDUH�RI�VFLHQWLVWV�DQG�HQJLQHHUV�LQ�WKH�ODERXU�IRUFH
WKDW�LQIOXHQFHV�ORFDWLRQ�GHFLVLRQV���7KH�DYDLODELOLW\�RI�WUDLQLQJ�RSSRUWXQLWLHV�LV
DQRWKHU�LPSRUWDQW�IDFWRU��DQG�PLJUDWLRQ�UXOHV�ZKLFK�DOORZ�ERWWOHQHFNV�LQ�VSHFLILF
VNLOOV�WR�EH�UHVROYHG�±�ZLWQHVV�GHYHORSPHQWV�LQ�*HUPDQ\�GXULQJ�WKH�,7�ERRP�±
DUH�DOVR�YLWDO���*HQHUDOO\��KRZHYHU��ODERXU�PDUNHW�UHJXODWLRQV�DUH�D�FRQVWUDLQW�RQ
LPPLJUDWLRQ�DQG�RQ�LQWHUQDO�PRELOLW\�ZLWKLQ�WKH�(8���(YHQ�LI�RWKHU�SROLFLHV�FDQ
PDNH�WKH�(8�DQ�DWWUDFWLYH�SODFH�WR�FRQGXFW�UHVHDUFK��GHWHUPLQHG�HIIRUWV�ZLOO�VWLOO
EH�QHHGHG�WR�HOLPLQDWH�EDUULHUV�DQG�KDUPRQLVH�HQWU\�UXOHV�IRU�KLJKO\�VNLOOHG
H[SHUWV�DQG�WKHLU�IDPLOLHV���+HDGFRXQWV�RI�VXFK�SHUVRQQHO�ZRXOG�WKHQ�FRQVWLWXWH
DQ�LPSRUWDQW�EHQFKPDUN�RI�SURJUHVV�WRZDUGV�WKH����WDUJHW�
2YHUDOO�ODERXU�PDUNHW�IOH[LELOLW\�DOVR�DIIHFWV�WHFKQRORJLFDO�SURJUHVV�DQG�HFRQRPLF
JURZWK�JHQHUDOO\��ZKLFK�KDV�NQRFN�RQ�LPSOLFDWLRQV�LQ�WKH�ORQJ�UXQ�IRU�EXVLQHVV
5	'�OHYHOV���/DERXU�PDUNHW�SUDFWLFHV�DQG�VRFLDO�VHFXULW\�DQG�SHQVLRQ�V\VWHPV
QHHG�WR�EH�IOH[LEOH�HQRXJK�WR�DOORZ�WKH�WUDQVIHU�RI�SHRSOH�IURP�ORZ�JURZWK
VHFWRUV�WR�DUHDV�RI�KLJK�JURZWK�DQG�SURGXFWLYLW\���6LPLODUO\��HGXFDWLRQDO�SUDFWLFHV
VKRXOG�HQFRXUDJH�OLIH�ORQJ�OHDUQLQJ�UHJLPHV�DQG�IDFLOLWDWH�WKH�UHWUDLQLQJ�DQG
UHVNLOOLQJ�QHHGHG�WR�HDVH�VNLOO�VKRUWDJHV�

������&RPSHWLWLRQ�3ROLF\
&RPSHWLWLRQ�SROLF\�DLPV�WR�HQVXUH�WKDW�PDUNHWV�DUH�FRPSHWLWLYH���3ROLFLHV�LQ
VXSSRUW�RI�5	'�DQG�LQQRYDWLRQ�DWWHPSW�WR�UHFWLI\�PDUNHW�IDLOXUHV���7KH\�FRPH
LQWR�FRQIOLFW�ZLWK�FRPSHWLWLRQ�SROLF\�ZKHQ�WKH\�RYHUFRPSHQVDWH�DQG�VWDUW�WR
GLVWRUW�PDUNHWV���.QRZLQJ�ZKHUH�WR�GUDZ�WKH�OLQH�EHWZHHQ�WKH�WZR�VSKHUHV�LV
WKXV�FULWLFDO�EXW�SUREOHPDWLF�
6WDWH�DLGV�IRU�5	'�LQ�WKH�(8�FXUUHQWO\�LGHQWLI\�WKUHH�VWDJHV�RI�5	'��IXQGDPHQWDO
UHVHDUFK��LQGXVWULDO�UHVHDUFK�DQG�SUH�FRPSHWLWLYH�GHYHORSPHQW�DFWLYLW\��WR�ZKLFK
GLIIHUHQW�OHYHOV�RI�DLG�LQWHQVLW\�DSSO\������������DQG�����UHVSHFWLYHO\����7KHUH
DUH�QR�VWDWH�DLGV�IRU�LQQRYDWLRQ�WKDW�GR�QRW�FRUUHVSRQG�WR�WKHVH�FDWHJRULHV�DSDUW
IURP�SROLFLHV�ZKLFK�FRQIRUP�ZLWK�&RPPLVVLRQ�SROLF\�RQ�UHJLRQDO�LQYHVWPHQW�DLG
RU�DLG�WR�60(V��(FRQRPLF�3ROLF\�&RPPLWWHH��������
7KHVH�OHYHOV�KDYH�EHHQ�FULWLFLVHG�RQ�WKH�JURXQGV�WKDW�WKH�VWDJHV�GR�QRW�UHIOHFW
FRPPHUFLDO�UHDOLW\���7KHLU�DSSOLFDWLRQ�WR�LQGLYLGXDO�SURMHFWV�ZLWKLQ�WKH�FRQWH[W�RI
SURJUDPPHV�RI�VWDWH�VXSSRUW�KDV�DOVR�EHHQ�FULWLFLVHG�DV�RYHU�EXUHDXFUDWLF�DQG
LQIOH[LEOH�LQ�FRPSDULVRQ�ZLWK�V\VWHPV�WKDW�PDLQWDLQ�VSHFLILF�DLG�LQWHQVLWLHV�DW�D
SURJUDPPH�OHYHO�EXW�YDU\�LQWHQVLWLHV�ZLWKLQ�SURJUDPPHV�RQ�D�FDVH�E\�FDVH�EDVLV�
&RXQWHU�DUJXPHQWV�DUH�WKDW�DQ\�DOWHUDWLRQV��H�J��WKH�VHWWLQJ�RI�D�XQLIRUP�OHYHO�IRU
DOO�LQGXVWULDO�5	'�DW��IRU�H[DPSOH�������ZRXOG�HQFRXUDJH�PDUNHW�GLVWRUWLRQ�
7KHVH�KDYH�WR�EH�VHW�DJDLQVW�FODLPV�WKDW�VWDWH�DLG�UHJXODWLRQV�LQ�WKH�86$�DUH�OHVV
KDUVK��ZKLFK�UDLVHV�WKH�LVVXH�RI�OHYHO�SOD\LQJ�ILHOGV��DQG�DJDLQVW�FODLPV�WKDW�WKH
UHODWLYHO\�ZHDN�SHUIRUPDQFH�RI�WKH�(8�LQ�WHUPV�RI�5	'�LQYHVWPHQW�DQG
LQQRYDWLRQ�SHUIRUPDQFH�LV�WKH�FDXVH�RI�SRRU�FRPSHWLWLYHQHVV�DQG�WKH
FRQVHTXHQFH��LQ�SDUW��RI�D�PDUNHW�IDLOXUH�ZKLFK�FDQ�RQO\�EH�UHFWLILHG�E\�PRUH
JHQHURXV�VWDWH�DLG�SURYLVLRQV���7KH�ZD\��IRUZDUG��WKHUHIRUH��ZRXOG�EH�WR�UHGUDZ
WKH�OLQH�E\�VDQFWLRQLQJ�D�����OHYHO�IRU�EXVLQHVV�5	'�DLG�LQWHQVLW\���$OORZLQJ
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WKHVH�OHYHOV�WR�EH�VHW�DW�D�SURJUDPPH�OHYHO�UDWKHU�WKDQ�DW�SURMHFW�OHYHO�ZRXOG
DOVR�DOORZ�VWDWH�DJHQFLHV�WR�H[HUFLVH�GLVFUHWLRQ�LQ�WKH�FRQFHQWUDWLRQ�RI�UHVRXUFHV
LQ�FULWLFDO�DUHDV��ZKLOVW�PDLQWDLQLQJ�DFFHSWDEOH�RYHUDOO�DLG�LQWHQVLWLHV���)OH[LELOLW\
DQG�FRPPRQVHQVH�ZRXOG�WKHQ�EHFRPH�WKH�NH\�ZRUGV�JRYHUQLQJ�WKH
LPSOHPHQWDWLRQ�RI�VWDWH�DLGV�
:LWKLQ�WKH�ILHOGV�RI�UHJLRQDO�GHYHORSPHQW�DQG�VXSSRUW�IRU�60(V��WKH�VWDWH�DLGV
IUDPHZRUN�IRU�5	'�DOVR�GLVWLQJXLVKHV�EHWZHHQ�YDULRXV�FDWHJRULHV�RI�LQGXVWULDO
5	'�DQG�DVVLJQV�GLIIHUHQW�DOORZDEOH�DLG�LQWHQVLWLHV��EXW�DW�KLJKHU�OHYHOV��PD[LPD
RI�����IRU�SUH�FRPSHWLWLYH�GHYHORSPHQW�DQG�����IRU�LQGXVWULDO�UHVHDUFK����7KH
FDVH�IRU�D�XQLIRUP�OHYHO�VWLOO�DSSOLHV��KRZHYHU��WKRXJK�LQ�WKLV�LQVWDQFH�WKH�KLJKHU
OHYHO�RI�����ZRXOG�EH�PRUH�DSSURSULDWH���7KH�VXFFHVVIXO�XVH�RI�6WUXFWXUDO�)XQGV
WR�GHYHORS�VFLHQWLILF�DQG�WHFKQRORJLFDO�FDSDELOLWLHV�LQ�FRXQWULHV�VXFK�DV�)LQODQG
DQG�,UHODQG�LOOXVWUDWHV�WKH�SRWHQWLDO�RI�WKLV�LQVWUXPHQW�WR�HQJHQGHU�VWUXFWXUDO
FKDQJH���+LJKHU�DLG�LQWHQVLWLHV�ZRXOG�LQFUHDVH�WKLV�SRWHQWLDO�HYHQ�IXUWKHU�
8QGRXEWHGO\�WKLV�ZRXOG�SXW�SUHVVXUH�RQ�SXEOLF�EXGJHWV�DQG�DIIHFW�WKH
FRPSHWLWLRQ�IRU�UHVRXUFHV��EXW�LW�LV�VWLOO�DQ�RSWLRQ�WKDW�KDV�WR�EH�WDNHQ�VHULRXVO\�LI
GUDVWLF�VWUXFWXUDO�FKDQJH�LV�DQ�LPSHUDWLYH�DQG�SULRULWLVDWLRQ�DQG�FRQFHQWUDWLRQ�RI
UHVRXUFHV�DUH�FKRVHQ�DV�WKH�ZD\�IRUZDUG���,W�ZLOO�DOVR�EH�LPSRUWDQW�WR�VLPSOLI\
DQG�VWUHDPOLQH�WKH�SURFHGXUHV�JRYHUQLQJ�GHFLVLRQV�RQ�WKH�HOLJLELOLW\�RI�VFKHPHV
�LW�WRRN�RYHU�D�\HDU�WR�JHW�FOHDUDQFH�IRU�WKH�LQQRYDWLYH�5	'�VXSSRUW�VFKHPHV
LQLWLDWHG�E\�WKH�*UHHN�JRYHUQPHQW�XQGHU�WKH��UG�&6)��LI�WKH\�DUH�WR�KDYH
PD[LPXP�LPSDFW�
7KH�QRQ�HOLJLELOLW\�RI�DLG�IRU�LQQRYDWLYH�DFWLYLWLHV�WKDW�GR�QRW�FRUUHVSRQG�WR�WKH
H[LVWLQJ�5	'�FDWHJRULHV��XQOHVV�WKH\�FRQIRUP�WR�60(�DQG�UHJLRQDO�DLG�JXLGHOLQHV�
VKRXOG�DOVR�EH�UHYLHZHG���6XFFHVVIXO�LQQRYDWLRQ�FDWDO\VHV�IXWXUH�5	'��DQG�HIIRUWV
WR�LPSURYH�LQQRYDWLYH�SHUIRUPDQFH�FRXOG�KDYH�D�FULWLFDO�LPSDFW�RQ�5	'�OHYHOV�
$Q\�UHIRUP�RI�HOLJLELOLW\�FULWHULD�DORQJ�WKHVH�OLQHV��KRZHYHU��ZRXOG�KDYH�WR�EH
SUHFHGHG�E\�GHWHUPLQHG�HIIRUWV�WR�FODULI\�DQG�UHGHILQH�H[LVWLQJ�GHILQLWLRQV�RI�ERWK
5	'�DQG�LQQRYDWLRQ�DFWLYLWLHV�
7KH�UROH�RI�FRPSHWLWLRQ�SROLF\�DSURSRV�RI�3XEOLF�7HFKQRORJ\�3URFXUHPHQW��VHH
6HFWLRQ�������IRU�D�GHILQLWLRQ�DQG�IXOOHU�GLVFXVVLRQ�RI�WKLV�FRQFHSW��DOVR�QHHGV�WR
EH�UHYLHZHG���3URFXUHPHQW�RI�WHFKQRORJLFDO�JRRGV�E\�WKH�SXEOLF�VHFWRU�±�ZKLFK
FDQ�LQYROYH�VSHFLILFDWLRQV�UHTXLULQJ�5	'�LI�WKH\�DUH�WR�EH�PHW�±�LV�YLHZHG�LQ
PDQ\�TXDUWHUV�DV�SURWHFWLRQLVW�LQ�QDWXUH�DQG�DOLHQ�WR�WKH�FRQFHSW�RI�FRPSHWLWLYH
PDUNHWV��HVSHFLDOO\�ZKHQ�LW�OHDGV�WR�D�SXEOLF�VHFWRU�SUHIHUHQFH�IRU�QDWLRQDO
VXSSOLHUV���7KLV�QHHG�QRW�QHFHVVDULO\�EH�WKH�FDVH��KRZHYHU���(PSLULFDO�VWXGLHV
KDYH�GHPRQVWUDWHG�WKDW�WKH�SURFXUHPHQW�SURFHVV�FDQ�EH�ERWK�FRPSHWLWLYH�DQG
KLJKO\�UHZDUGLQJ�LQ�WHUPV�RI�WHFKQRORJLFDO�FKDQJH�DQG�FRPSHWLWLYHQHVV��(GTXLVW
HW�DO����������(QFRXUDJLQJ�WHFKQRORJ\�SURFXUHPHQW�ZLWK�DGHTXDWH�UHJXODWLRQ�FDQ
VWLPXODWH�GHPDQG�IRU�WHFKQRORJ\�DQG�WKXV�LPSURYH�EXVLQHVV�H[SHFWDWLRQV�LQ
KLJK�WHFK�DUHDV���7KH�86�GHSHQGV�XSRQ�WKLV�PRGHO�LQ�WKH�GHIHQFH�VHFWRU��ZKLOH
WKH�-DSDQHVH�JRYHUQPHQW�KDV�DSSOLHG�LW�LQ�,7�DQG�LV�FXUUHQWO\�DSSO\LQJ�LW�LQ�WKH
GHYHORSPHQW�RI�PDJQHWLF�WUDLQV�
&RPSHWLWLRQ�GHFLVLRQV�GHSHQG�RQ�DGHTXDWH�DVVHVVPHQWV�RI�PDUNHW�G\QDPLFV�DQG
FRPSHWLWLYH�FRQGLWLRQV���,W�LV�LPSRUWDQW��WKHUHIRUH��WKDW�WKH\�DUH�EDVHG�RQ�DQ
DGHTXDWH�XQGHUVWDQGLQJ�RI�WKH�ZD\�LQ�ZKLFK�5	'�DQG�LQQRYDWLRQ�IXQFWLRQ�LQ
GLIIHUHQW�KLJK�WHFK�VHFWRUV���&RQYHQWLRQDO�ZLVGRP�KROGV�WKDW�PRQRSROLVWLF�DQG
ROLJRSROLVWLF�SUDFWLFHV�KDPSHU�HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV��\HW�LQ�VRPH
LQVWDQFHV�FRQFHQWUDWLRQ�RI�5	'�UHVRXUFHV�DQG�WKH�DWWDLQPHQW�RI�FULWLFDO�PDVV�QRW
RQO\�IDYRXUV�LQQRYDWLRQ�EXW�LV�DOVR�D�FRPPHUFLDO�LPSHUDWLYH���7KLV�KDV�WR�EH
DSSUHFLDWHG�DQG�WDNHQ�LQWR�FRQVLGHUDWLRQ�LQ�FRPSHWLWLRQ�UXOLQJV�
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7KH�&RPPLVVLRQ�UHYLHZHG�WKH�H[LVWLQJ�&RPPXQLW\�IUDPHZRUN�IRU�VWDWH�DLG�WR
5	'�LQ������DQG�GHFLGHG�WR�SURORQJ�LW�XQWLO�WKH�HQG�RI�������GXULQJ�ZKLFK�WLPH�LW
ZLOO�FDUU\�RXW�DQRWKHU�UHYLHZ���$OO�WKH�DERYH�LWHPV�VKRXOG�EH�FRQVLGHUHG�ZLWKLQ
WKH�VFRSH�RI�WKDW�UHYLHZ��HYHQ�VXJJHVWLRQV�VXFK�DV�DOORZLQJ�DLG�LQWHQVLW\�OHYHOV�WR
EH�VHW�DW�D�SURJUDPPH�OHYHO���6WDWH�DLG�SROLF\�FXUUHQWO\�DLPV�WR�FRQWURO�WKH
DPRXQW�RI�DLG�JRLQJ�WR�LQGLYLGXDO�HQWHUSULVHV�DQG�GRHV�QRW�DOORZ�5	'�SURJUDPPH
DGPLQLVWUDWLRQV�WKH�DXWRQRP\�WR�YDU\�WKHVH�OHYHOV�ZLWKLQ�D�SURJUDPPH�OHYHO
FHLOLQJ���7KLV�LV�LQ�OLQH�ZLWK�WKH�7UHDW\��ZKLFK�FDOOV�XSRQ�WKH�&RPPLVVLRQ�WR�FKHFN
WKH�FRPSDWLELOLW\�RI�LQGLYLGXDO�DLG�SURMHFWV�ZLWK�UHVSHFW�WR�LQGLYLGXDO�EHQHILFLDULHV�
,I�WKLV�SURYLVLRQ�ZLWKLQ�WKH�7UHDW\�FRQVWLWXWHV�D�VHULRXV�HQRXJK�LPSHGLPHQW�WR�WKH
DWWDLQPHQW�RI�WKH����WDUJHW��KRZHYHU��WKH�&RPPLVVLRQ¶V�UHYLHZ�VKRXOG�EULQJ�WKLV
WR�WKH�DWWHQWLRQ�RI�WKH�(XURSHDQ�&RXQFLO�

������6WDQGDUGV�DQG�5HJXODWLRQV
6WDQGDUGV�DQG�UHJXODWLRQV�JRYHUQ�WKH�ZD\�ZH�OHDG�RXU�OLYHV���5HJXODWLRQV
JHQHUDOO\�VHW�FRQVWUDLQWV�RQ�EHKDYLRXU�DQG�VSHFLI\�WKH�SHQDOWLHV�IRU�QRW�DELGLQJ
E\�WKH�UXOHV��ZKHUHDV�FRQIRUPLW\�WR�VWDQGDUGV�FDQ�RIWHQ�EH�YROXQWDU\���7KH
VWDQGDUGV�DQG�UHJXODWLRQV�WKDW�JRYHUQ�WKH�EHKDYLRXU�RI�LQGXVWU\�DUH�QXPHURXV
DQG�KDYH�DQ�HQRUPRXV�LQIOXHQFH�RQ�LQQRYDWLRQ�UHODWHG�DFWLYLWLHV��WHFKQRORJLFDO
GHYHORSPHQW�DQG�FRPSHWLWLYHQHVV���7KH\�FDQ�VSDQ�ILHOGV�DV�GLYHUVH�DV�SURWHFWLRQ
RI�WKH�HQYLURQPHQW��KHDOWK�DQG�VDIHW\�DQG�VRFLDO�VWDQGDUGV����7KRVH�FRQQHFWHG
ZLWK�WKH�IXQFWLRQLQJ�RI�SURGXFW�PDUNHWV�DUH�SDUWLFXODUO\�LPSRUWDQW�IRU�5	'�DQG
LQQRYDWLRQ���7KHVH�LQFOXGH�UHJXODWLRQV�JRYHUQLQJ�SULFHV��EDUULHUV�WR�HQWU\��SXEOLF
RZQHUVKLS��FRQVWUDLQWV�RQ�EXVLQHVV�RSHUDWLRQ��PDUNHW�VWUXFWXUH��DQG�YHUWLFDO
LQWHJUDWLRQ�
6WDQGDUGV�DQG�UHJXODWLRQV�FDQ�DIIHFW�5	'�DQG�LQQRYDWLRQ�LQ�PDQ\�ZD\V���,Q
SDUWLFXODU��WKH\�FDQ�HLWKHU�ERRVW�RU�LPSHGH�LQQRYDWLRQ���$W�WKH�EHJLQQLQJ�RI�D
EXVLQHVV�F\FOH��IRU�H[DPSOH��WKH�LPSDFW�RI�VWDQGDUGV�DQG�UHJXODWLRQV�FDQ�UHGXFH
ULVNV�DQG�JHQHUDWH�QHZ�JHQHUDWLRQV�RI�SURGXFWV�EDVHG�RQ�WKHVH�VWDQGDUGV�
ZKHUHDV�DW�WKH�HQG�RI�D�F\FOH�VWDQGDUGV�FDQ�OHDG�WR�ORFN�LQV�DQG�IUXVWUDWH�QHZ
GHYHORSPHQWV���,Q�WKH�HQYLURQPHQW�ILHOG��UHJXODWLRQV�DUH�RIWHQ�SRUWUD\HG�DV
FRQVWUDLQWV�RQ�FRPSHWLWLYHQHVV�DQG�SURILWDELOLW\��\HW�WKH\�FDQ�DOVR�GHILQH�QHZ
OHDG�PDUNHWV�DQG�VWLPXODWH�LQQRYDWLYH�DFWLYLWLHV���$�UHFHQW�8.�UHSRUW w �FLWHG�WZR
H[DPSOHV�RI�HQYLURQPHQWDO�SROLFLHV�WKDW�KDG�VXFFHVVIXOO\�VWLPXODWHG�WHFKQRORJLFDO
GHYHORSPHQWV�DQG�OHG�WR�HQYLURQPHQWDO�LPSURYHPHQWV���%RWK�LQYROYHG�UHJXODWRU\
FKDQJHV�DQG�WKH�VXEVHTXHQW�LQWURGXFWLRQ�RI�EHVW�SUDFWLFH�WHFKQRORJLHV�WR�UHGXFH
DLU�DQG�ZDWHU�SROOXWLRQ��WKH�PRVW�VWULNLQJ�RI�ZKLFK�ZDV�WKH�IDOO�LQ�OHDG�WDLOSLSH
HPLVVLRQV�IROORZLQJ�WKH�LQWURGXFWLRQ�LQ������RI�OHDG�IUHH�SHWURO�LQ�WKH�8.����,Q
&DOLIRUQLD��]HUR�HPLVVLRQ�GHPDQGV�IRU�FDUV�KDYH�DOVR�OHG�WR�DFFHOHUDWHG�SURJUHVV
LQ�WKH�GHYHORSPHQW�RI�IXHO�FHOO�WHFKQRORJLHV���7KH�KLVWRULFDO�UHFRUG�VXJJHVWV�WKDW
PXFK�RI�WKH�LQQRYDWLRQ�SURPSWHG�E\�UHJXODWRU\�FKDQJH�LQ�WKH�HQYLURQPHQW�ILHOG
LV�PRGHVW�DQG�LQFUHPHQWDO�LQ�QDWXUH�EXW��DV�5HQp�.HPS�KDV�QRWHG� x �VWULQJHQW
UHJXODWRU\�FKDQJHV��H�J��SURGXFW�EDQV��FDQ�LQGXFH�PRUH�UDGLFDO�LQQRYDWLRQ�
*UHDW�FDUH�LV�QHHGHG��KRZHYHU��LQ�WKH�IUDPLQJ�RI�UHJXODWLRQV��IRU�WKHUH�LV�JURZLQJ
HYLGHQFH�WKDW�UHGXFWLRQ�RI�WKH�RYHUDOO�UHJXODWRU\�EXUGHQ�RQ�ILUPV�FDQ�OHDG�WR
LPSURYHPHQWV�LQ�SURGXFW�PDUNHWV�DQG�KDYH�SRVLWLYH�HIIHFWV�RQ�LQQRYDWLYH�DFWLYLW\

�����������������������������������������������
w � $QGHUVRQ��'��HW�DO���������,QQRYDWLRQ�DQG�WKH�(QYLURQPHQW��&KDOOHQJHV�DQG�3ROLF\
2SWLRQV�IRU�WKH�8.��/RQGRQ��,PSHULDO�&ROOHJH�&HQWUH�IRU�(QHUJ\�3ROLF\�DQG�7HFKQRORJ\�DQG
WKH�)DELDQ�6RFLHW\
x � .HPS��5����������µ7HFKQRORJ\�DQG�(QYLURQPHQWDO�3ROLF\��,QQRYDWLRQ�(IIHFWV�RI�3DVW
3ROLFLHV�DQG�6XJJHVWLRQV�IRU�,PSURYHPHQW¶��LQ�2(&'���������,QQRYDWLRQ�DQG�WKH
(QYLURQPHQW��6XVWDLQDEOH�'HYHORSPHQW��3DULV��2(&'



��

DQG�5	'�LQWHQVLW\���(PSLULFDO�ZRUN�E\�WKH�2(&'�VXJJHVWV�WKDW��E\�DIIHFWLQJ�WKH
LQFHQWLYHV�WR�LQQRYDWH�DQG�LPSURYH�HIILFLHQF\��UHJXODWLRQV�WKDW�OLPLW�SURGXFW
PDUNHW�FRPSHWLWLRQ��H�J��E\�LPSRVLQJ�HQWU\�RU�RSHUDWLRQDO�UHVWULFWLRQV��FDQ�KDYH
LPSRUWDQW�QHJDWLYH�HIIHFWV�RQ�LQQRYDWLRQ��WHFKQRORJ\�GLIIXVLRQ�DQG�PXOWL�IDFWRU
SURGXFWLYLW\�SHUIRUPDQFH���&RQYHUVHO\��DV�GHSLFWHG�LQ�([KLELW������UHJXODWLRQV�WKDW
SURPRWH�FRPSHWLWLRQ�FDQ�H[SODLQ�PRUH�WKDQ�D�WKLUG�RI�WKH�H[FHVV�5	'�LQWHQVLW\�LQ
WKH�86��-DSDQ��*HUPDQ\�DQG�6ZHGHQ�UHODWLYH�WR�WKH�2(&'�DYHUDJH�DQG�SURYLGH�D
ODUJH�SRVLWLYH�FRQWULEXWLRQ�LQ�WKH�8.��&DQDGD�DQG�,UHODQG��ZKHUHDV�WKH�RSSRVLWH
HIIHFW�LV�VWURQJ�LQ�,WDO\�DQG�*UHHFH�±�FRXQWULHV�LQ�ZKLFK�UHJXODWRU\�UHVWULFWLRQV�RQ
FRPSHWLWLRQ�DFFRXQWHG�IRU�RQH�WKLUG�DQG�WZR�WKLUGV��UHVSHFWLYHO\��RI�WKH�VKRUWIDOO
LQ�5	'�LQWHQVLW\�±�DQG�LQ�)UDQFH�DQG�%HOJLXP��1LFROHWWL��IRUWKFRPLQJ��

([KLELW�������7KH�&RQWULEXWLRQ�RI�3URGXFW�0DUNHW�5HJXODWLRQV�WR
'LIIHUHQFHV�LQ�5	'�,QWHQVLW\�DFURVV�&RXQWULHV
Percentage Deviations from OECD Average (1)

1RWHV� ����$GMXVWHG�IRU�LQGXVWU\�FRPSRVLWLRQ

����,QFOXGHV�HPSOR\PHQW�SURWHFWLRQ��RWKHU�FRQWUROV��FRXQWU\�VSHFLILF
HIIHFWV�DQG�XQH[SODLQHG�UHVLGXDO

6RXUFH��1LFROHWWL��IRUWKFRPLQJ�

7KHVH�UHVXOWV�VXJJHVW�WKDW�VWULGHQW�HIIRUWV�VKRXOG�EH�PDGH�WR�LPSOHPHQW
UHJXODWRU\�UHIRUPV�WKDW�SURPRWH�FRPSHWLWLRQ�LQ�SURGXFW�PDUNHWV���7KLV�VKRXOG
KDSSHQ�JOREDOO\��ZLWK�WKH�(8�SURPRWLQJ�UHYLVHG��OHVV�RQHURXV�(XURSHDQ
UHJXODWLRQV�DQG�VWDQGDUGV�DV�JOREDO�VROXWLRQV��ZLWK�KDUPRQLVDWLRQ�DFURVV�WKH
LQWHUQDO�PDUNHW�D�GHVLUHG�ILUVW�VWHS���6XFK�GHUHJXODWLRQ�LQ�WKH�SXUVXLW�RI�HQKDQFHG
FRPSHWLWLRQ�DQG�FRPSHWLWLYHQHVV��KRZHYHU��VKRXOG�QRW�FRQIOLFW�ZLWK�WKH�QHHG�IRU
VWDQGDUGV�DQG�UHJXODWLRQV�VDIHJXDUGLQJ�DQG�SURPRWLQJ�RWKHU�VRFLDO�JRDOV��H�J�
WKH�JRDOV�RI�VXVWDLQDEOH�GHYHORSPHQW�DQG�HQYLURQPHQWDO�SURWHFWLRQ���7UDGH�RIIV
DUH�LQYROYHG��EXW�ZLQ�ZLQ�RXWFRPHV�DUH�VWLOO�SRVVLEOH�LI�WKH�UHPRYDO�RI�UHVWULFWLYH
UHJXODWLRQV�DIIHFWLQJ�SURGXFW�PDUNHWV�LV�FRPSOHPHQWHG�E\�WKH�FDUHIXO�VHOHFWLRQ



��

RI��IRU�H[DPSOH��HQYLURQPHQWDO�UHJXODWLRQV�FDSDEOH�RI�VWLPXODWLQJ�UDWKHU�WKDQ
OLPLWLQJ�LQQRYDWLRQ�DQG�WHFKQLFDO�FKDQJH�DQG�FUHDWLQJ�QHZ�OHDG�PDUNHWV�
7KH�SHUYDVLYH�LQIOXHQFH�RI�PDQLIROG�VWDQGDUGV�DQG�UHJXODWLRQV�RQ�5	'�DQG
LQQRYDWLRQ�DFWLYLWLHV��WKH�QHHG�WR�UHGXFH�WKH�UHJXODWRU\�EXUGHQ�RQ�ILUPV�DORQJ�D
EURDG�IURQW�DQG�WKH�FRXQWHUYDLOLQJ�QHHG�WR�HQVXUH�WKDW�QHZ�DQG�UHYLVHG
UHJXODWLRQV�DQG�VWDQGDUGV�GULYH�LQQRYDWLYH�EHKDYLRXU�LQ�QHZ�OHDG�PDUNHWV�DOO
GHPDQG�WKDW�UHJXODWRU\�UHIRUP�LV�FHQWUDO�WR�WKH�SURFHVV�RI�UDLVLQJ�5	'
LQYHVWPHQW�OHYHOV���7KLV�LQ�WXUQ�FDOOV�IRU�QHZ�ZD\V�RI�LQFRUSRUDWLQJ�UHJXODWRU\
FRQVLGHUDWLRQV�LQWR�SROLF\�IRUPXODWLRQ�SURFHVVHV���,Q�WKLV�FRQWH[W��WKH�JURZLQJ
LQWHUHVW�LQ�FOXVWHU�SROLFLHV�DQG�WHFKQRORJ\�SODWIRUPV��VHH�6HFWLRQ������LV�WR�EH
ZHOFRPHG��IRU�ERWK�RI�WKHVH�QHFHVVDULO\�LQYROYH�FRQVXOWDWLRQ�SURFHVVHV�WKDW
LQFRUSRUDWH�GLVFXVVLRQ�RI�WKH�VWDQGDUGV�DQG�UHJXODWLRQV�OLNHO\�WR�SURPRWH
LQQRYDWLYH�EHKDYLRXU�

������(QWUHSUHQHXUVKLS
6SLQ�RIIV��VWDUW�XSV�DQG�17%)V�DUH�YLWDO�LQJUHGLHQWV�LQ�WKH�GULYH�WR�ERRVW�5	'
H[SHQGLWXUH��LQFUHDVH�LQQRYDWLRQ�DQG�HQKDQFH�HFRQRPLF�JURZWK���3URPRWLQJ
HQWUHSUHQHXUVKLS�LV�WKXV�DQ�LPSRUWDQW�SDUW�RI�WKH�HTXDWLRQ���,Q�JHQHUDO��KRZHYHU�
LW�LV�DFFHSWHG�WKDW�WKH�(XURSHDQ�PDUNHW�LV�OHVV�HQWUHSUHQHXULDOO\�PLQGHG�WKDQ�LWV
86�HTXLYDOHQW���$OO�WKH�HYLGHQFH�SRLQWV�WR�D�ORZHU�SURSHQVLW\�RI�ERWK�LQGLYLGXDOV
DQG�ILQDQFLDO�LQVWLWXWLRQV�WR�WDNH�ULVNV���0DQ\�OHQGHUV�LQYHVWRUV�DQG�RWKHU�DFWRUV
�VXFK�DV�VXSSOLHUV�FXVWRPHUV��DOVR�KDYH�D�QHJDWLYH�DWWLWXGH�WRZDUGV�EXVLQHVV
IDLOXUHV�LQ�DQ�HQWUHSUHQHXU
V�WUDFN�UHFRUG��ZKHUHDV�WKH�H[SHULHQFH�RI�6LOLFRQ
9DOOH\�LV�WKDW�VHULDO�HQWUHSUHQHXUV��PDQ\�RI�ZKRP�KDYH�DW�OHDVW�RQH�EXVLQHVV
IDLOXUH�LQ�WKHLU�EDFNJURXQG��DUH�YHU\�LPSRUWDQW�
%URDG�EDVHG�HIIRUWV��LGHDOO\�WKURXJK�MRLQW�LQLWLDWLYHV�RI�JRYHUQPHQW�DQG�EXVLQHVV
DVVRFLDWLRQV��DUH�QHHGHG�WR�FKDQJH�WKHVH�SHUFHSWLRQV�DQG�DWWLWXGHV���3DUW�RI�WKLV
LQYROYHV�SURPRWLQJ�D�EURDG�EDVHG�µFXOWXUH¶�ZKLFK�UHFRJQLVHV�WKH�YDOXH�RI
HQWUHSUHQHXUVKLS�DQG�HQFRXUDJHV�LWV�VSUHDG��EXW�SDUW�DOVR�LQYROYHV�FKDQJLQJ
UHJXODWLRQV�DQG�GLVLQFHQWLYHV�ZKLFK�GLVFRXUDJH�HQWUHSUHQHXUVKLS�
%URDG�EDVHG�FXOWXUDO�PHDVXUHV�LQFOXGH�JHQHUDO�DZDUHQHVV�UDLVLQJ�LQLWLDWLYHV
H[WROOLQJ�WKH�EHQHILWV�RI�HQWUHSUHQHXULDO�EHKDYLRXU��WDUJHWHG�DZDUHQHVV�LQLWLDWLYHV
DLPHG�DW�ILQDQFLDO�LQVWLWXWLRQV��SURPRWLQJ�EXVLQHVV�SODQ�FRPSHWLWLRQV��SUL]HV�IRU
LQQRYDWLYH�HQWUHSUHQHXUV��DQG�WKH�LQFOXVLRQ�RI�HOHPHQWV�RI�HQWUHSUHQHXUVKLS�LQ
VFKRRO�DQG�XQLYHUVLW\�FXUULFXOD��HWF���(QWUHSUHQHXUVKLS�FRXOG�DOVR�XVHIXOO\�EH
SURPRWHG�E\�UHZDUGLQJ�LQQRYDWLYHQHVV�DPRQJ�ORFDO�DQG�UHJLRQDO�DXWKRULWLHV�DQG
DFWRUV���$Q�H[DPSOH�RI�WKLV�LV�WKH�%LR5HJLR�FRPSHWLWLRQ�LQ�*HUPDQ\��ZKLFK
SURYLGHV�IHGHUDO�OHYHO�ILQDQFLDO�VXSSRUW�WR�LQQRYDWLYH�UHJLRQDO�SURJUDPPHV
VXSSRUWLQJ�ELRWHFKQRORJ\�QHWZRUNV�
5HJXODWRU\�FKDQJHV�LQFOXGH�WKH�FUHDWLRQ�RI�EHWWHU�LQFHQWLYHV�IRU�XQLYHUVLWLHV�DQG
UHVHDUFK�LQVWLWXWHV�WR�PDNH�VXUH�WKDW�WKH�UHVXOWV�RI�UHVHDUFK�DUH�FRPPHUFLDOLVHG
ZKHQHYHU�SRVVLEOH���(IIRUWV�DUH�DOVR�UHTXLUHG�WR�VWUHDPOLQH�WKH�VWHSV�QHHGHG�WR
JDLQ�DSSURYDO�IRU�VWDUWLQJ�D�EXVLQHVV��KLULQJ�ODERXU��JHWWLQJ�HQYLURQPHQWDO
DSSURYDO��HWF��DQG�PDNLQJ�WKHP�PRUH�µXVHU�IULHQGO\¶��,Q�WKLV�FRQWH[W��PDQ\
SRWHQWLDO�HQWUHSUHQHXUV�FRXOG�EHQHILW�IURP�VRPH�RI�WKH�%(67�SURFHGXUHV
GHYHORSHG�E\�'*�(QWHUSULVH�RI�WKH�(XURSHDQ�&RPPLVVLRQ���3XEOLF�DGPLQLVWUDWLRQV
LQ�PDQ\�FRXQWULHV�FRXOG�DOVR�XVH�WKHVH�DV�D�VRXUFH�RI�LQVSLUDWLRQ�IRU�WKH
VLPSOLILFDWLRQ�RI�WKH�SURFHGXUHV�QHHGHG�WR�HVWDEOLVK�QHZ�EXVLQHVV�YHQWXUHV�
2QFH�HVWDEOLVKHG��QHZ�KLJK�WHFK�FRPSDQLHV�DOVR�QHHG�FRQWLQXHG�VXSSRUW�LI�WKH\
DUH�WR�IORXULVK�DQG�DYRLG�HDUO\�EDQNUXSWF\���0DQ\�RI�WKHVH�IDOO�XQGHU�WKH�KHDGLQJ
RI�FRQYHQWLRQDO�60(�VXSSRUW�PHDVXUHV���2WKHUV�IDOO�PRUH�HDVLO\�LQWR�WKH�FDWHJRU\
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RI�5	'�DQG�LQQRYDWLRQ�VXSSRUW�PHDVXUHV���,Q�PDQ\�LQVWDQFHV��KRZHYHU��WKH\
QHHG�WR�EH�GHOLYHUHG�DV�FRPSOHPHQWDU\�SDUWV�RI�VXSSRUW�SDFNDJHV�DLPHG
VSHFLILFDOO\�DW�IOHGJOLQJ�KLJK�WHFK�60(V���$Q�H[DPSOH�RI�RQH�VXFK�SDFNDJH�LV
JLYHQ�LQ�([KLELW�����

([KLELW�������7KH�)LQQLVK�63,112�3URJUDPPH
 

 7KH�63,112�SURJUDPPH�ZDV�HVWDEOLVKHG�LQ��������,W�LV�D�MRLQW�YHQWXUH�RI�WKH
VFLHQWLILF�LQVWLWXWLRQV��WHFKQLFDO�UHVHDUFK�FHQWUHV��SXEOLF�DXWKRULWLHV�DQG�EXVLQHVV
FRPPXQLW\�LQ�WKH�+HOVLQNL�PHWURSROLWDQ�DUHD���,WV�REMHFWLYH�LV�WKH�FUHDWLRQ�RI
HPSOR\PHQW�YLD�VXSSRUW�IRU�LQQRYDWLYH�KLJK�WHFK�FRPSDQLHV�
 
 7KH�REMHFWLYHV�RI�WKH�VFKHPH�DUH�WZRIROG�
• )RVWHU�WKH�FUHDWLRQ�DQG�JURZWK�RI�ILUPV�LQ�FORVH�FR�RSHUDWLRQ�ZLWK�UHVHDUFK

RUJDQLVDWLRQV�
• 'HYHORS�DQ�HIILFLHQW�V\VWHP�WR�HYDOXDWH��GHYHORS�DQG�LQWHUQDWLRQDOLVH�FRPSOH[

NQRZOHGJH�EDVHG�FRPSDQ\�FRQFHSWV�
 ,W�DLPV�WR�FUHDWH����WR����QHZ�KLJK�WHFK�RU�NQRZOHGJH�EDVHG�FRPSDQLHV�SHU�\HDU�
7KH�PDLQ�WDUJHW�JURXSV�DUH�UHVHDUFKHUV��JUDGXDWH�VWXGHQWV�DQG�YRFDWLRQDO�VFKRRO
JUDGXDWHV�ZRUNLQJ�LQ�VFLHQWLILF�DQG�WHFKQRORJLFDO�DUHDV�
 
 6SLQQR�KHOSV�QHZ�HQWUHSUHQHXUV�WR�GHYHORS�WKHLU�LGHDV�LQWR�D�FRPSDQ\�RU�WR�OLFHQVH
WKHP���,W�KHOSV�WR�LGHQWLI\�WKH�UHVRXUFHV�QHHGHG�DQG�WR�HVWLPDWH�WKH�SURILWDELOLW\�RI
WKH�SURMHFW���7KH�6SLQQR�SURJUDPPH�VFKHPH�LV�GLYLGHG�LQWR�WKUHH�SKDVHV�
• 3KDVH���LV�WKH�HYDOXDWLRQ�SURJUDPPH��LQ�ZKLFK�WKH�LGHD��D�WHQWDWLYH�EXVLQHVV

SODQ�DQG�SUHOLPLQDU\�PDUNHW�UHVHDUFK�DUH�HODERUDWHG�DQG�VWXGLHG�LQ�GHWDLO�
• ,Q�3KDVH����D�VHOHFW�QXPEHU�RI�HQWUHSUHQHXUV�IURP�3KDVH���IROORZ�D�VL[�PRQWK

EXVLQHVV�WUDLQLQJ�DQG�FRQVXOWLQJ�SURJUDPPH�ZKLFK�IRFXVHV�RQ��WKH�GHYHORSPHQW
RI�D�EXVLQHVV�SODQ��QHZ�YHQWXUH�PDQDJHPHQW��HFRQRPLF�LVVXHV��PDUNHWLQJ�DQG
VDOHV�VNLOOV��OHJDO�LVVXHV��OLFHQVLQJ�HWF���(QWUHSUHQHXUV�DUH�JLYHQ�WKH�RSSRUWXQLW\
WR�XVH�FRQVXOWDQWV�DQG�VWXGHQWV�WR�FRQGXFW�PDUNHW�VXUYH\V�DQG�DQDO\VHV���'XULQJ
WKH�EXVLQHVV�WUDLQLQJ�SHULRG��WKH�EXVLQHVV�SODQV�DUH�UH�HYDOXDWHG��FRPSDQLHV
HVWDEOLVKHG�DQG�VHHG�ILQDQFLQJ�FRQVLGHUHG�

• 3KDVH���LV�DLPHG�DW�FRPSDQLHV�VHHNLQJ�LQWHUQDWLRQDO�PDUNHWV���7KH�6SLQQR
LQWHUQDWLRQDO�WUDLQLQJ�SURJUDPPH�KHOSV�FRPSDQLHV�WR�GHYHORS�LQWHUQDWLRQDOLVDWLRQ
VWUDWHJLHV���&RPSDQLHV�DJDLQ�KDYH�WKH�SRVVLELOLW\�RI�XVLQJ�FRQVXOWDQWV��VWXGHQWV
DQG�PHQWRUV�WR�FRQGXFW�PDUNHW�VXUYH\V�DQG�DQDO\VHV�

 
 63,112�RIIHUV�VHYHUDO�IRUPV�RI�VXSSRUW�WR�WKH�QHZO\�IRUPHG�FRPSDQLHV�
• 7UDLQLQJ�LV�RQH�RI�WKH�FRUH�HOHPHQWV�RI�WKH�SURJUDPPH��QRW�RQO\�DW�WKH�LQLWLDO

VWDJH�EXW�DOVR�GXULQJ�DWWHPSWV�WR�LQWHUQDWLRQDOLVH��
• &XVWRPLVHG�FRPELQDWLRQV�RI�JRYHUQPHQW�JUDQWV�DQG�RWKHU�PHWKRGV�RI

VXSSRUW��WHFKQLFDO��HWF���DUH�DYDLODEOH�WR�VHW�XS�D�QHZ�FRPSDQ\���9HQWXUH
FDSLWDO�LV�DYDLODEOH�WKURXJK�6SLQQR�VHHG�/WG��

• ([WHUQDO�FRQVXOWDQWV�DQG�H[SHUWV�FDQ�EH�KLUHG�RQ�D�OLPLWHG�EDVLV���/HJDO
VHUYLFHV�DUH�XVHG�PRVW�IUHTXHQWO\�E\�FRPSDQLHV�

• $�VXSSRUW�DQG�DGYLVRU\�SURJUDPPH�LV�DYDLODEOH�LQ�ZKLFK�FRPSDQLHV�DUH
DVVLVWHG�E\�VSRQVRUV�ZKR�DUH�H[SHULHQFHG�EXVLQHVV�OHDGHUV�

• 7KH�6SLQQR�FOXE�SURYLGHV�DQ�RSSRUWXQLW\�IRU�QHWZRUNLQJ�DQG�FR�RSHUDWLRQ
EHWZHHQ�FRPSDQLHV�

• $FFRPPRGDWLRQ�FDQ�EH�SURYLGHG�LQ�RQH�RI�WKH�VFLHQFH�SDUNV�LQ�WKH�DUHD�
3DUWLFLSDWLQJ�RUJDQLVDWLRQV�FDQ�DOVR�SURYLGH�WKHP�ZLWK�ODERUDWRU\�VSDFH�

• /HDYH�RI�DEVHQFH�FDQ�EH�JUDQWHG�WR�UHVHDUFKHUV�ZLVKLQJ�WR�VWDUW�D�QHZ
FRPSDQ\�

• )OH[LEOH�UXOHV�UHJDUGLQJ�WKH�WUDQVIHU�DQG�SD\PHQW�RI�LQWHOOHFWXDO�SURSHUW\
ULJKWV�KHOS�IRVWHU�VWDUW�XSV�E\�UHVHDUFKHUV�
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������,QWHOOHFWXDO�3URSHUW\�5LJKWV
,QWHOOHFWXDO�3URSHUW\�5LJKWV��,35V��VHHN�WR�HQFRXUDJH�5	'�DQG�LQQRYDWLRQ�YLD�WKH
RIIHU�RI�PRQRSRO\�ULJKWV�GXULQJ�D�SHULRG�LQ�ZKLFK�LQYHVWPHQWV�LQ�5	'�FDQ�EH
DPRUWLVHG���(YHQ�WKRXJK�VXFK�PRQRSRO\�ULJKWV�FDQ�KDPSHU�GLIIXVLRQ�DQG�UHGXFH
WKH�HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV�LQ�DQ�HFRQRP\��WKH�LQGXFHPHQW�WKH\�RIIHU�WR
LQQRYDWH�DFWV�DV�D�FRXQWHUEDODQFH���)URP�D�SROLF\�SHUVSHFWLYH��WKH�WULFN�LV�WR�ILQG
,35�UHJLPHV�LQ�ZKLFK�WKH�FROOHFWLYH�JRRG�UHVXOWLQJ�IURP�D�KHDOWK\�IORZ�RI
LQQRYDWLRQV�RXWZHLJKV�WKH�GLVDGYDQWDJHV�RI�WKH�OLPLWDWLRQV�WKH\�SODFH�RQ�WKH
GLIIXVLRQ�DQG�H[SORLWDWLRQ�RI�NQRZOHGJH�DQG�WHFKQRORJ\�
3UREOHPV�ZLWK�WKH�,35�IUDPHZRUN�LQ�(XURSH�DUH�FOHDUO\�HYLGHQW�DQG�UHTXLUH
XUJHQW�DWWHQWLRQ�IURP�OHJLVODWRUV�DQG�SROLF\�PDNHUV��DQG�IURP�ERGLHV�UHVSRQVLEOH
IRU�WKH�RSHUDWLRQ�RU�JRYHUQDQFH�RI�NQRZOHGJH�SURGXFLQJ�RUJDQLVDWLRQV�LQ�WKH
SXEOLF�VHFWRU���6XFK�SUREOHPV�FDQ�EH�EURNHQ�GRZQ�LQWR�WZR�PDMRU�FDWHJRULHV��WKH
FUHDWLRQ�DQG�XVH�RI�,35�RQ�WKH�RQH�KDQG�±�VR�FDOOHG�SURFHVV�SUREOHPV��DQG
SUREOHPV�DULVLQJ�IURP�WKH�LQYROYHPHQW�RI�SXEOLF�UHVHDUFK�RUJDQLVDWLRQV��352V�
DQG�KLJKHU�HGXFDWLRQ�LQVWLWXWLRQV��+(,V��±�PDQ\�RI�ZKLFK�DUH�RIWHQ�QHZ�WR�WKH
SURFHVV�RI�VHHNLQJ�,35V�±�RQ�WKH�RWKHU�KDQG�
7KH�PRVW�VLJQLILFDQW�SURFHVV�SUREOHPV�IRU�(XURSHDQ�ILUPV�DUH�WKRVH�VWHPPLQJ
IURP�WKH�DEVHQFH�WR�GDWH�RI�D�&RPPXQLW\�3DWHQW�DQG�IURP�WKH�VORZ�SURFHVV�RI
KDUPRQLVLQJ�(XURSHDQ�DQG�QDWLRQDO�DUUDQJHPHQWV�ZLWK�WKH�UHVW�RI�WKH�ZRUOG�
7KH�EHQHILWV�RI�,35�KDYH�WR�RXWZHLJK�WKH�FRVWV�RI�REWDLQLQJ�DQG�HQIRUFLQJ�WKHP�
,W�LV�LPSRUWDQW��WKHUHIRUH��IRU�,35�UHJLPHV�WR�EH�VLPSOH��LQH[SHQVLYH��IDVW�DQG
HIILFLHQW���,Q�(XURSH��DOWKRXJK�WKLV�PD\�EH�WKH�FDVH�ZLWKLQ�VRPH�QDWLRQDO
VHWWLQJV��WKH�KLVWRULFDO�ODFN�RI�D�&RPPXQLW\�3DWHQW�KDV�PDGH�WKH�SURFHVV�RI
VHHNLQJ�DQG�HQIRUFLQJ�SURWHFWLRQ�LQ�VXFFHVVLYH�QDWLRQDO�PDUNHWV�DUGXRXV��WLPH
FRQVXPLQJ��H[SHQVLYH�DQG�LQHIILFLHQW���7KH�UHFHQW�GHFLVLRQ�WR�JR�DKHDG�ZLWK�D
&RPPXQLW\�3DWHQW�LV�WKHUHIRUH�WR�EH�ZHOFRPHG���,Q�IXWXUH��WKH�FRVWV�RI�VHHNLQJ
SURWHFWLRQ�YLD�D�&RPPXQLW\�3DWHQW�VKRXOG�EH�FRPSDUDEOH�WR�WKRVH�DVVRFLDWHG
ZLWK�WKH�FXUUHQW�(XURSHDQ�SDWHQW��VLQFH�ILOLQJ��H[DPLQDWLRQ�DQG�JUDQWLQJ
SURFHGXUHV�ZLOO�EH�VLPLODU��WKRXJK�WUDQVODWLRQ�FRVWV�DIWHU�JUDQW�VKRXOG�EH�OHVV
VLQFH�(QJOLVK�ZLOO�EH�WKH�VROH�ODQJXDJH���EXW�HQIRUFLQJ�SURWHFWLRQ�VKRXOG�EH
PXFK�FKHDSHU�DQG�VLPSOHU�VLQFH�WKLV�ZLOO�EH�FHQWUDOLVHG���7R�GDWH��ODFN�RI�D
&RPPXQLW\�3DWHQW�KDV�OLPLWHG�WKH�SRWHQWLDO�RI�,35�WR�DFW�DV�D�VWLPXOXV�WR
LQQRYDWLRQ�DQG�LQFUHDVHG�H[SHQGLWXUH�RQ�5	'���,Q�IXWXUH��WKLV�EDUULHU�VKRXOG�QR
ORQJHU�H[LVW�
7KH�ODFN�RI�D�&RPPXQLW\�3DWHQW�DOVR�KDG�DQ�DGYHUVH�HIIHFW�RQ�WKH�GHYHORSPHQW
RI�KLJK�WHFK�FDSDELOLWLHV�LQ�(XURSH�LQ�FRPSDULVRQ�ZLWK�WKH�VLWXDWLRQ�LQ�WKH�86$�
7KH�86$�KDG�D�IDYRXUDEOH�UHJLPH�IRU�,35�WKDW�RIIHUHG��DQG�VWLOO�RIIHUV��SURWHFWLRQ
LQ�WKH�ODUJHVW�PDUNHW�LQ�WKH�ZRUOG���)RU�86�EDVHG�ILUPV�LQ�WKHLU�KRPH�PDUNHW�
WKHUH�LV�OLWWOH�GRXEW�WKDW�WKH�QDWLRQDO�,35�UHJLPH�KDG�DQG�FRQWLQXHV�WR�KDYH�D
VWLPXODWLQJ�HIIHFW�RQ�LQGLJHQRXV�5	'�OHYHOV���(8�EDVHG�ILUPV�RIWHQ�SDWHQWHG�LQ
WKH�86�WRR��DQG�WKH�SURWHFWLRQ�WKLV�JDYH�LQ�WKLV�PDUNHW�XQGRXEWHGO\�VWLPXODWHG
VRPH�5	'�DFWLYLW\�LQ�(XURSHDQ�VHWWLQJV��EXW�IRU�PDQ\�(8�EDVHG�ILUPV�WKHVH
LQFHQWLYHV�ZHUH�OHVV�WKDQ�WKH\�ZRXOG�KDYH�EHHQ�LI�D�&RPPXQLW\�3DWHQW�KDG�EHHQ
RQ�RIIHU���)LUPV�RSHUDWLQJ�LQ�ODUJH�QDWLRQDO�PDUNHWV�ZLWK�HIILFLHQW�,35�V\VWHPV
�H�J��*HUPDQ\��ZHUH�OHVV�DIIHFWHG�E\�WKH�DEVHQFH�RI�D�&RPPXQLW\�3DWHQW��EXW
IRU�PDQ\�ILUPV�RSHUDWLQJ�LQ�PXFK�VPDOOHU�QDWLRQDO�PDUNHWV�ZLWK�LQHIILFLHQW�RU
LQHIIHFWLYH�,35�UHJLPHV��WKH�LQFHQWLYH�SURYLGHG�E\�,35�WR�XQGHUWDNH�5	'�DQG�WR
LQQRYDWH�ZDV�PXFK�UHGXFHG�
7KH�LQYROYHPHQW�RI�352V�DQG�+(,V�LQ�WKH�H[SORLWDWLRQ�DQG�JHQHUDWLRQ�RI�UHVHDUFK
UHVXOWV�DQG�WKHLU�FRQVHTXHQW�LQWHUHVW�LQ�,35�LVVXHV�KDV�LPSOLFDWLRQV�IRU�5	'
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H[SHQGLWXUH�OHYHOV���,35�UHJLPHV�FDQ��RQ�WKH�RQH�KDQG��RIIHU�WKH�VDPH�LQFHQWLYHV
WR�LQQRYDWH�DQG�LQFUHDVH�5	'�OHYHOV�DV�WKH\�GR�IRU�SULYDWH�VHFWRU�ILUPV�
&RQYHUVHO\��WKH�LQYROYHPHQW�RI�SXEOLF�VHFWRU�SHUVRQQHO�LQ�FRPPHUFLDOLVDWLRQ
DFWLYLWLHV�DQG�VSLQ�RIIV�FDQ�DFW�DV�D�GUDLQ�RQ�WHDFKLQJ�DQG�PRUH�IXQGDPHQWDO
UHVHDUFK�DFWLYLWLHV�DQG�XQGHUPLQH�WKH�WUDGLWLRQDO�UROH�RI�XQLYHUVLWLHV�DQG�SXEOLF
VHFWRU�UHVHDUFK�LQVWLWXWLRQV���$W�WKH�OHYHO�RI�WKH�UHVHDUFK�V\VWHP��SROLFLHV�VKRXOG
WKHUHIRUH�DWWHPSW�WR�ILQG�D�EDODQFH�EHWZHHQ�WKH�FRQWLQXHG�QHHG�WR�SURWHFW�WKH
SXEOLFO\�IXQGHG�PLVVLRQ�RI�UHVHDUFK�DQG�WHDFKLQJ�LQVWLWXWLRQV�DQG�WKH�GHVLUH�WR
H[SORLW�UHVXOWV�ZLWK�FRPPHUFLDO�SRWHQWLDO���&ROODERUDWLYH�SURMHFWV�ZLWK�LQGXVWU\�DUH
OLNHO\�WR�SOD\�D�YLWDO�SDUW�LQ�GHWHUPLQLQJ�WKLV�EDODQFH��EXW�WKHUH�PD\�DOVR�EH�D�NH\
UROH�IRU�LQWHUPHGLDU\�RUJDQLVDWLRQV�WR�DFW�DV�WHFKQRORJ\�WUDQVIHU�LQWHUIDFHV
EHWZHHQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRU��DOORZLQJ�SXEOLF�RUJDQLVDWLRQV�WR�FRQWLQXH
WR�IXOILO�WKHLU�WLPH�KRQRXUHG�PDQGDWH�
,I�SXEOLF�VHFWRU�UHVHDUFK�RUJDQLVDWLRQV�DUH�WR�SOD\�D�SDUW�LQ�H[SORLWDWLRQ�DQG
WHFKQRORJ\�WUDQVIHU��KRZHYHU��DSSURSULDWH�LQFHQWLYH�VWUXFWXUHV�KDYH�WR�EH�LQ
SODFH�IRU�WKH�SHUVRQQHO�ZLWKLQ�WKHP���:LWKRXW�VXFK�VFKHPHV��ZKLFK�DUH�JUDGXDOO\
EHLQJ�LPSOHPHQWHG�LQ�D�QXPEHU�RI�UHVHDUFK�RUJDQLVDWLRQV�LQ�2(&'�FRXQWULHV�
WHFKQRORJ\�WUDQVIHU�DFWLYLWLHV�DUH�XQOLNHO\�WR�EH�VXFFHVVIXO���7KLV�LVVXH�LV�GHDOW
ZLWK�LQ�PRUH�GHWDLO�LQ�6HFWLRQ��������ZKLFK�FRYHUV�WKH�IUDPHZRUN�FRQGLWLRQV
DIIHFWLQJ�WKH�HIILFDF\�RI�ULVN�FDSLWDO�PHDVXUHV�WR�VWLPXODWH�5	'�DQG�LQQRYDWLRQ�
.H\�LVVXHV�LQFOXGH�FODULILFDWLRQ�RI�WKH�RZQHUVKLS�RI�,35�GHYHORSHG�E\�DFDGHPLFV�
HVSHFLDOO\�ZKHQ�ZRUNLQJ�LQ�FROODERUDWLRQ�ZLWK�LQGXVWU\�LQ�SXEOLFO\�IXQGHG
SURJUDPPHV���7KLV�LV�RQH�RI�WKH�PRVW�GLIILFXOW�LVVXHV�WR�UHVROYH��KRZHYHU��IRU
WKHUH�LV�D�WHQVLRQ�EHWZHHQ�WKH�QHHGV�RI�H[LVWLQJ�LQGXVWULDO�SDUWQHUV��ZKR
QDWXUDOO\�ZDQW�WR�RZQ�WKH�,35��DQG�WKRVH�RI�DFDGHPLFV�HDJHU�WR�UHDS�VRPH
UHZDUG�IRU�WKH�H[SORLWDWLRQ�RI�WKHLU�LQWHOOHFWXDO�FDSLWDO���2QH�SURPLVLQJ�VROXWLRQ�LV
IRU�WKH�&RPPLVVLRQ�WR�GHYHORS�D�WHPSODWH�IRU�D�GHIDXOW�DJUHHPHQW�WKDW�FRXOG�EH
DGRSWHG�ZLWKLQ�ERWK�QDWLRQDO�DQG�(8�SURJUDPPHV��ZLWK�DOO�SDUWLHV�REOLJHG�WR
DFFHSW�WKLV�DJUHHPHQW�XQOHVV�WKH\�FDQ�QHJRWLDWH�DOWHUQDWLYH�DJUHHPHQWV�SULRU�WR
WKH�LQLWLDWLRQ�RI�FROODERUDWLYH�5	'�DFWLYLWLHV�
$SDUW�IURP�WKH�LVVXHV�DOUHDG\�PHQWLRQHG��WKHUH�DUH�PDQ\�RWKHU�DUHDV�ZKHUH
FRQVLGHUDWLRQV�RI�,35�DUH�OLNHO\�WR�DIIHFW�5	'�OHYHOV�LQ�WKH�(8���7KH�YH[HG
TXHVWLRQ�RI�SURWHFWLRQ�IRU�VRIWZDUH�QHHGV�WR�EH�ODLG�WR�UHVW�LI�LQQRYDWLRQ�LQ�WKLV
VSKHUH�LV�WR�FRQWLQXH�WR�GULYH�HFRQRPLF�JURZWK��DQG�D�PXOWLWXGH�RI�SDWHQWLQJ
LVVXHV�FRQFHUQLQJ�JHQHWLFDOO\�PRGLILHG�RUJDQLVPV��*02V��DOVR�KDYH�WR�EH
FRQIURQWHG�DQG�UHVROYHG���$QRWKHU�WRSLFDO�LVVXH�FRQFHUQV�GHYHORSPHQWV�LQ
JHQHWLFV�DQG�ELRWHFKQRORJ\�DQG��VSHFLILFDOO\��SDWHQWLQJ�EHKDYLRXU�LQ�DUHDV�ZLWK
HWKLFDO�RYHUWRQHV���7KHUH�LV�OLWWOH�GRXEW�WKDW�WKH�KXJH�SRWHQWLDO�IRU�HYHQWXDO
FRPPHUFLDO�JDLQ�LQ�DUHDV�FRQFHUQHG�ZLWK�FORQLQJ�KXPDQ�EHLQJV��JHUP�OLQH
PRGLILFDWLRQV�DQG�WKH�XVH�RI�KXPDQ�HPEU\RV�ZLOO�VWLPXODWH�PRUH�HIIRUW�LQ�WKH
86$�WKDQ�LQ�WKH�(8�±�ZKLFK�OLPLWV�SDWHQWDELOLW\�IRU�WKH�SURFHVVHV�LQYROYHG�LQ
WKHVH�DUHDV���7KH�GHEDWH�KHUH��KRZHYHU��FHQWUHV�QRW�VR�PXFK�RQ�PLVVHG
RSSRUWXQLWLHV�WR�UDLVH�5	'�OHYHOV�EXW�RQ�WKH�HWKLFDO�DQG�VRFLDO�DFFHSWDELOLW\�RI
VXFK�SDWHQWLQJ�EHKDYLRXU�LQ�D�(XURSHDQ�FRQWH[W���$V�VXFK�LW�LV�D�SROLWLFDO�LVVXH
WKDW�PHULWV�FRQVLGHUDEOH�SXEOLF�GLVFXVVLRQ�DQG�GHEDWH�EHIRUH�SDWHQWLQJ�LQ�WKLV
DUHD�LV�FRQGRQHG�RU�UHMHFWHG�
$�IXUWKHU�WRSLF�WKDW�GHVHUYHV�DWWHQWLRQ�FRQFHUQV�WKH�EDODQFH�EHWZHHQ�,35�DV�DQ
LQFHQWLYH�WR�LQQRYDWH�DQG�FRQGXFW�5	'��DQG�,35�DV�D�FRQVWUDLQW�RQ�GLIIXVLRQ�±
ZKLFK�FDQ�RFFXU�ZKHQ�,35V�DUH�H[WHQVLYH�DQG�LOO�GHVLJQHG�DQG�FRPSHWLWLYH
SUHVVXUHV�LQGXFH�ILUPV�WR�DGRSW�LQQRYDWLRQ�VWUDWHJLHV�DLPHG�DW�HOLPLQDWLQJ
FRPSHWLWRUV�RU�SUH�HPSWLQJ�WKH�HQWU\�RI�QHZ�ILUPV���$�IDYRXUDEOH�SROLF\
HQYLURQPHQW�IRU�LQQRYDWLRQ�LV�RQH�WKDW�VWULNHV�WKH�ULJKW�EDODQFH�EHWZHHQ�H[�DQWH
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FRPSHWLWLYH�SUHVVXUHV�DQG�H[�SRVW�SURWHFWLRQ�RI�,35V� y ��,Q�WKH�(8�DV�D�ZKROH��ORZ
DEVRUSWLYH�FDSDFLW\�DQG�WKH�VORZ�GLIIXVLRQ�RI�WHFKQRORJLHV�ZLWKLQ�ORZ�WHFK
LQGXVWULDO�VWUXFWXUHV�DUH�PDMRU�GHILFLHQFLHV�RI�WKH�(8�LQQRYDWLRQ�V\VWHP�WKDW�KDYH
D�PDMRU�NQRFN�RQ�HIIHFW�RQ�5	'�OHYHOV���5HFWLI\LQJ�WKLV�VLWXDWLRQ�LV�D�SROLF\
LPSHUDWLYH�WKDW�ZDUUDQWV�IXUWKHU�VWXG\�RI�DSSURSULDWH�FRPELQDWLRQV�RI�SROLF\
OHYHUV���7KHVH�PLJKW�LQFOXGH��GLUHFW�PHDVXUHV�SURPRWLQJ�WKH�GLIIXVLRQ�RI
SURWHFWHG�UHVHDUFK�UHVXOWV��VXEVLGLVLQJ�SURWHFWLRQ�FRVWV��VXEVLGLVLQJ�OLWLJDWLRQ
FRVWV��EURNHUDJH�DQG�LQWHUPHGLDWLRQ�VFKHPHV��DQG�VXSSRUW�IRU�OLFHQVLQJ
DJUHHPHQWV�

������+XPDQ�5HVRXUFHV
$FKLHYLQJ�WKH����REMHFWLYH�ZLOO�UHTXLUH�DQ�LQFUHDVH�LQ�WKH�QXPEHU�RI�TXDOLILHG
UHVHDUFKHUV�DQG�HQJLQHHUV��45(V����$YDLODEOH�VWXGLHV�DQG�GDWD�VKRZ�WKDW�WKH
VXSSO\�RI�WKHVH�45(V�FRXOG�SURYH�D�VHULRXV�ERWWOHQHFN�WR�WKH�JURZWK�RI�(XURSHDQ
UHVHDUFK�HIIRUWV�LQ�WKH�VKRUW��PHGLXP�DQG�ORQJ�WHUP���'HVSLWH�WKH�IDFW�WKDW�WKH
VKDUH�RI�WKH�ZRUNIRUFH�ZLWK�D�+(,�GHJUHH�LV�JURZLQJ��DQG�WKDW�WKH�VXSSO\�RI
(XURSHDQ�JUDGXDWHV�IURP�DOO�GLVFLSOLQHV�ZLWKLQ�HTXLYDOHQW�DJH�JURXSV�LV�KLJKHU
WKDQ�LQ�WKH�86�DQG�RQO\�VOLJKWO\�EHKLQG�-DSDQ��WKH�SURSRUWLRQ�RI�UHVHDUFKHUV�LQ
WKH�ZRUNIRUFH�LQ�WKH�(8�LV�MXVW�WZR�WKLUGV�WKDW�RI�WKH�86$�DQG�-DSDQ���$W�SUHVHQW
JURZWK�UDWHV��WKH�(8�ZLOO�QRW�FDWFK�XS� z
$OUHDG\�WRGD\�WKHUH�DUH�VHULRXV�VKRUWDJHV�RI�45(V�LQ�(XURSH��7KLV�SLFWXUH�YDULHV
FRQVLGHUDEO\�EHWZHHQ�FRXQWULHV�DQG�EHWZHHQ�ILHOGV�RI�UHVHDUFK��DQG�LQ�VRPH
DUHDV�WKHUH�DSSHDUV�WR�EH�DQ�RYHUVXSSO\�RI�UHVHDUFKHUV�UHODWLYH�WR�MRE
RSSRUWXQLWLHV��H�J��ELRORJ\�LQ�)UDQFH���EXW�LQ�JHQHUDO�GHPDQG�RXWVWULSV�VXSSO\�
7KHUH�DUH�YDULRXV�UHDVRQV�IRU�WKH�VKRUWDJH�RI�45(V�

• 6FLHQFH�DQG�HQJLQHHULQJ�DUH�QRW�DV�DWWUDFWLYH�WR�\RXQJ�SHRSOH�DV�WKH\
RQFH�ZHUH��DQG�PDQ\�JUDGXDWHV�QRZ�FKRRVH�FRXUVHV�DQG�FDUHHUV�LQ
EXVLQHVV�DQG�DUWV���7KH�EURDG�DSSHDO�RI�VFLHQFH�LQ�JHQHUDO�LV�WKXV�DQ
LVVXH���,I�\RXQJ�SHRSOH�KDYH�QR�LQWHUHVW�LQ�VFLHQFH��WKH�VXSSO\�RI
TXDOLILHG�UHVHDUFK�WDOHQW�ZLOO�GU\�XS�HYHQWXDOO\�

• 7KH�FDUHHU�RSSRUWXQLWLHV�DQG�ODERXU�FRQGLWLRQV��UHPXQHUDWLRQ��SHQVLRQV�
FRQVWUDLQWV�RQ�PRELOLW\�HWF���IRU�UHVHDUFKHUV�LQ�DFDGHPLD�DUH�SRRU�LQ
FRPSDULVRQ�ZLWK�WKRVH�LQ�RWKHU�VSKHUHV�

• 7KHUH�LV�D�JHQGHU�LPEDODQFH�LQ�WKH�FXUUHQW�SRRO�RI�UHVHDUFKHUV��ZLWK
UHODWLYHO\�IHZ�ZRPHQ�

$OO�WKH�LQGLFDWLRQV�DUH�WKDW�(XURSH�LV�QRW�UHDOLVLQJ�WKH�IXOO�SRWHQWLDO�RI�LWV�KXPDQ
UHVRXUFHV�
,Q�DGGLWLRQ��(XURSH�LV�ORVLQJ�VRPH�RI�LWV�UHVHDUFK�WDOHQW�WR�RWKHU�FRQWLQHQWV�
SDUWLFXODUO\�WR�WKH�86���7KLV�VR�FDOOHG��µEUDLQ�GUDLQ¶�RI�45(V�WR�WKH�86�LV�FRQILUPHG
E\�GDWD�WKDW�VKRZ�WKDW�(XURSH�LV�D�QHW�SURYLGHU�RI�UHVHDUFKHUV���7KH�86�LV�WKH
PDLQ�UHFLSLHQW�RI�(XURSHDQ�UHVHDUFKHUV�JRLQJ�DEURDG��DQG�����RI�IRUHLJQ
UHVHDUFKHUV�LQ�WKH�86�DUH�IURP�(XURSH���7KHUH�DUH�YDULRXV�µSXVK¶�IDFWRUV
LQIOXHQFLQJ�WKH�IORZ�RI�(XURSHDQV�WR�WKH�86�±�IDFWRUV�VWHPPLQJ�IURP�WKH

�����������������������������������������������
y � 6HH�1LFROHWWL��*���IRUWKFRPLQJ���µ7KH�(FRQRP\�:LGH�(IIHFWV�RI�3URGXFW�0DUNHW
3ROLFLHV¶��2(&'
z � 6HH�)DHJUL�HW�DO���������µ+XPDQ�5HVRXUFHV�LQ�57'��%HQFKPDUNLQJ�1DWLRQDO�3ROLFLHV¶�
675$7$�(7$1�([SHUW�:RUNLQJ�*URXS��(XURSHDQ�&RPPLVVLRQ���6HH�DOVR�'*�5HVHDUFK
��������µ7RZDUGV�D�(XURSHDQ�5HVHDUFK�$UHD��.H\�ILJXUHV�����¶��6SHFLDO�(GLWLRQ��,QGLFDWRUV
IRU�%HQFKPDUNLQJ�RI�1DWLRQDO�5HVHDUFK�3ROLFLHV��(XURSHDQ�&RPPLVVLRQ
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XQDWWUDFWLYHQHVV�RI�6	7�FDUHHUV�LQ�(XURSH�±�DV�ZHOO�DV�µSXOO¶�IDFWRUV�ZKLFK�PDNH
FRPSDUDEOH�FDUHHUV�LQ�WKH�86�PRUH�DWWUDFWLYH�
$W�WKH�VDPH�WLPH�(XURSH�LV�XQDEOH�WR�DWWUDFW�VLPLODU�SRROV�RI�45(V�IURP�RXWVLGH
(XURSH���)UDPHZRUN�FRQGLWLRQV�VXFK�DV�LPPLJUDWLRQ�OHJLVODWLRQ�SOD\�D�SDUW�LQ�WKLV�
EXW�WKH�UHVWULFWHG�IORZ�LQWR�(XURSH�KDV�PXFK�WR�GR�ZLWK�WKH�IDFW�WKDW�WDOHQWHG�
LQWHUQDWLRQDOO\�PRELOH�UHVHDUFKHUV�DUH�DWWUDFWHG�WR�FHQWUHV�RI�VFLHQWLILF�H[FHOOHQFH�
DQG�PDQ\�RI�WKHVH�OLH�RXWVLGH�RI�(XURSH��ZLWK�86�FHQWUHV�WKH�PDLQ�PDJQHWV�
&RXQWULHV�ZLWK�LQWHUQDWLRQDOLVHG�KLJKHU�HGXFDWLRQ�DQG�UHVHDUFK�V\VWHPV�RSHUDWLQJ
LQ�DQ�HQYLURQPHQW�FRQGXFLYH�WR�RSSRUWXQLW\�DQG�UHZDUG��H�J��WKH�86�RXWVLGH�RI
WKH�(8�DQG�WKH�8.�ZLWKLQ�LW��DUH�PRUH�VXFFHVVIXO�DW�LQFUHDVLQJ�WKH�SRRO�RI�IRUHLJQ
WDOHQW�LQ�6	7�
,PSURYLQJ�PRELOLW\�LQVLGH�(XURSH�LV�RQH�ZD\�RI�SURYLGLQJ�UHVHDUFKHUV�ZLWK�PRUH
DWWUDFWLYH�FDUHHU�RSWLRQV���7KH�(XURSHDQ�&RPPLVVLRQ�KDV�DFWLYHO\�VXSSRUWHG
PRELOLW\�WKURXJK�LWV�WUDLQLQJ�DQG�PRELOLW\�SURJUDPPHV�DQG�RWKHU�DFWLRQV�WR
LPSURYH�KXPDQ�UHVHDUFK�SRWHQWLDO��EXW�WKHUH�DUH�VWLOO�PDQ\�EXUHDXFUDWLF
REVWDFOHV��VXFK�DV�ODUJH�YDULDWLRQV�EHWZHHQ�FRXQWULHV�LQ�WHUPV�RI�ILVFDO�UHJLPHV
DQG�SHQVLRQ�IDFLOLWLHV��ZKLFK�SUHYHQW�UHVHDUFKHUV�IURP�WDNLQJ�FDUHHU�RSSRUWXQLWLHV
DEURDG���,QWUD�(8�PRELOLW\�PD\�DOVR�KDYH�DGYHUVH�LPSOLFDWLRQV�IRU�WKH�FRKHVLRQ
DQG�DFFHVVLRQ�FRXQWULHV�LI�UHWXUQ�UDWHV�DUH�ORZ�DQG�QHW�IORZV�DUH�RXWZDUGV�
,Q�WHUPV�RI�FDUHHU�RSSRUWXQLWLHV�IRU�45(V��WKH�IDFW�WKDW�PDQ\�VFLHQFH�DQG
HQJLQHHULQJ�JUDGXDWHV�FKRRVH�QRW�WR�FRQWLQXH�LQ�UHVHDUFK�VXJJHVWV�WKDW�WKH
GHPDQG�VLGH�RI�WKH�KXPDQ�UHVRXUFHV�HTXDWLRQ�LV�QRW�D�VWURQJ�HQRXJK�PDJQHW�
,PSURYLQJ�WKLV�VLWXDWLRQ��KRZHYHU��LV�FRPSOLFDWHG�E\�D�ODFN�RI�UHOHYDQW
LQIRUPDWLRQ�DQG�XQGHUVWDQGLQJ���$SDUW�IURP�DQDO\VHV�LQ�WKH�,&7�VHFWRU��WKH�GDWD
RQ�GHPDQG�VLGH�QHHGV��SDUWLFXODUO\�LQ�LQGXVWU\��DUH�QRW�DV�ZHOO�GHYHORSHG�DV�GDWD
RQ�VXSSO\�VLGH�DVSHFWV�RI�WKH�SUREOHP���3DUW�RI�WKH�VROXWLRQ��WKRXJK��ZRXOG�EH�WR
HQFRXUDJH�JUHDWHU�LQWHUDFWLRQ�EHWZHHQ�LQGXVWU\�DQG�WKH�DFDGHPLF�ZRUOG�
SDUWLFXODUO\�YLD�VHFRQGPHQWV�IURP�WKH�IRUPHU�WR�WKH�ODWWHU�DQG�YLFH�YHUVD���7KLV
ZRXOG�LPSURYH�SHUFHSWLRQV�RI�QHHGV�DQG�RSSRUWXQLWLHV�LQ�ERWK�FRPPXQLWLHV�
:KDW�LV�DOVR�FOHDU�LV�WKDW�LQGXVWU\�QHHGV�UHVHDUFKHUV�WUDLQHG�LQ�DQ�LQWHUGLVFLSOLQDU\
PDQQHU���7KLV�VWHPV�IURP�WKH�LQFUHDVLQJO\�LQWHUGLVFLSOLQDU\�QDWXUH�RI�WKH
WHFKQRORJLFDO�VROXWLRQV�EHLQJ�VRXJKW�LQ�PDQ\�LQGXVWULDO�VHFWRUV���0RUHRYHU��DV
VRPH�QDWLRQDO�SLORWV�KDYH�VKRZQ��EURDGHU�FXUULFXOD�VHHP�WR�KDYH�D�SRVLWLYH�HIIHFW
RQ�JHQHUDO�OHYHOV�RI�LQWHUHVW�LQ�VFLHQFH�DQG�HQJLQHHULQJ�DPRQJVW�JUDGXDWHV�
.H\�VWHSV�IRUZDUG�LQYROYH�

• ,QFUHDVLQJ�WKH�DWWUDFWLYHQHVV�RI�(XURSHDQ�UHVHDUFK�FDUHHUV�LQ�DFDGHPLD
DQG�LQGXVWU\�YLD�EHWWHU�ODERXU�FRQGLWLRQV�DQG�D�JUHDWHU�IRFXV�RQ�UHVHDUFK
H[FHOOHQFH��VWLPXODWHG�LQ�WXUQ�E\�D�PRUH�G\QDPLF�DQG�FRPSHWLWLYH
UHVHDUFK�HQYLURQPHQW�

• ,PSURYLQJ�WKH�LPDJH�RI�VFLHQFH��HQJLQHHULQJ�DQG�UHVHDUFK�DPRQJVW�WKH
SRSXODWLRQ�DW�ODUJH�DQG�VFKRROFKLOGUHQ�LQ�SDUWLFXODU�

• 'HYHORSLQJ�SROLF\�PHFKDQLVPV�WR�DWWUDFW�WDOHQWV�IURP�RXWVLGH�(XURSH�WR
SXUVXH�WKHLU�UHVHDUFK�FDUHHUV�LQ�(XURSH���7KHVH�FRXOG�YDU\�IURP�ILQDQFLDO
LQFHQWLYHV��VXFK�DV�VSHFLDO�WD[�EUHDNV�IRU�UHVHDUFKHUV��WR�VLPSOLILHG�DQG
IOH[LEOH�LPPLJUDWLRQ�SURFHGXUHV�

• ,QYROYLQJ�LQGXVWU\�LQ�WKH�GHYHORSPHQW�RI�VWUDWHJLHV�IRU�KXPDQ�UHVRXUFHV�
L�H��WKLQNLQJ�EH\RQG�WUDGLWLRQDO�SXEOLF�SULYDWH�UHVSRQVLELOLWLHV�LQ�WKHVH
PDWWHUV�
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������3XEOLF�5HVHDUFK
3ROLFLHV�WR�VXSSRUW�SXEOLF�VHFWRU�UHVHDUFK�IDOO�VTXDUHO\�ZLWKLQ�WKH�GRPDLQ�RI
FRQYHQWLRQDO�VFLHQFH�DQG�WHFKQRORJ\�SROLF\���%HFDXVH�RI�LPSRUWDQW�LQWHUDFWLRQV
EHWZHHQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV��KRZHYHU��WKH�VWDWH�RI�WKH�SXEOLF�UHVHDUFK
VHFWRU�FRQVWLWXWHV�D�IUDPHZRUN�FRQGLWLRQ�IRU�HIIRUWV�WR�LQFUHDVH�SULYDWH�VHFWRU
5	'�VSHQG�
7KH�FRPPLWPHQW�WR�UDLVH�*(5'�WR����RI�*'3�LQ�WKH�(8�FDOOV�IRU�WKH�SXEOLF�VHFWRU
WR�SURYLGH�DW�OHDVW���±����RI�WKH�DGGLWLRQDO�LQYHVWPHQW�QHHGHG�±�DQ�HVWLPDWHG
��±����ELOOLRQ�H[WUD�SXEOLF�VHFWRU�VSHQG�E\�������VHH�([KLELW���������7KLV�ULVH�LQ

H[SHQGLWXUH�ZLOO�KDYH�WR�WDNH�SODFH�LQ�WKH�FRQWH[W�RI�KLVWRULFDOO\�IODW�OHYHOV�RI
SXEOLF�VHFWRU�UHVHDUFK�H[SHQGLWXUH�RYHU�WKH�SHULRG�����±��������3XEOLF�VHFWRU
H[SHQGLWXUH�OHYHOV�ZLOO�KDYH�WR�ULVH�E\�XS�WR������KRZHYHU��LI�WKH����WDUJHW�LV�WR
EH�PHW�E\������
7KHUH�LV�OLWWOH�GRXEW�WKDW�DQ�LQFUHDVH�LQ�SXEOLF�VHFWRU�UHVHDUFK�ZLOO�EHQHILW
LQGXVWU\���7KH�KLVWRU\�RI�WKH�86�,&7�VHFWRU�LOOXVWUDWHV�WKH�LPSRUWDQFH�RI�D�VWURQJ
SXEOLF�UHVHDUFK�EDVH�LQ�JHQHUDWLQJ�EXVLQHVV�LQQRYDWLRQ���*RYHUQPHQW�IXQGHG
SXEOLF�UHVHDUFK�SOD\HG�D�FULWLFDO�UROH�LQ�VHHGLQJ�LQQRYDWLRQ�LQ�PDQ\�RI�WKH
WHFKQRORJLHV�ZKLFK�XQGHUSLQ�PRGHUQ�,&7�V\VWHPV��H�J��WLPH�VKDULQJ��JUDSKLFV�
QHWZRUNLQJ��ZRUNVWDWLRQV��ZLQGRZV��5,6&�DUFKLWHFWXUHV��9/6,�GHVLJQ�JHQHUDOO\
DQG�SDUDOOHO�FRPSXWLQJ���6LPLODU�H[DPSOHV�FDQ�EH�IRXQG�LQ�WKH�VSKHUH�RI
ELRWHFKQRORJ\�DQG�DUH�H[SHFWHG�LQ�QDQRWHFKQRORJ\�
$�VWURQJ�SXEOLF�UHVHDUFK�VHFWRU�FDQ�ERRVW�EXVLQHVV�5	'�VSHQGLQJ�LQ�VHYHUDO
ZD\V�

• ,W�FUHDWHV�QHZ�NQRZOHGJH�WKDW�ILUPV�FDQ�EXLOG�XSRQ�
• ,W�FDQ�DFW�DV�D�KXPDQ�UHVRXUFH�IHHGVWRFN�IRU�LQGXVWU\�
• ,W�FDQ�SHUIRUP�FRQWUDFW�5	'�IRU�LQGXVWU\�
• ,W�FDQ�DWWUDFW�LQYHVWPHQWV�IURP�IRUHLJQ�RZQHG�ILUPV��SDUWLFXODUO\�YLD�WKH

FRQFHQWUDWLRQ�RI�UHVRXUFHV�LQ�FHQWUHV�RI�H[FHOOHQFH��ZKLFK�DFW�DV�D
PDJQHW�IRU�EXVLQHVV�5	'�LQYHVWPHQW�JHQHUDOO\�

• $FFHVV�WR�GLVWULEXWHG�UHVHDUFK�FRPSHWHQFH�FDQ�RIWHQ�IDFLOLWDWH�WKH
SURFHVVHV�RI�WHFKQRORJ\�WUDQVIHU�DQG�GLIIXVLRQ��ZKLFK�LQ�WXUQ�FDQ
JHQHUDWH�D�GHPDQG�IRU�PRUH�SXEOLF�DQG�SULYDWH�5	'�

.H\�LVVXHV�UHOHYDQW�WR�ERRVWLQJ�EXVLQHVV�5	'�DUH�WKXV�
• )LQGLQJ�PRGHV�RI�UHVHDUFK�IXQGLQJ�DQG�RSHUDWLRQDO�SUDFWLFHV�ZKLFK�UDLVH

H[FHOOHQFH�OHYHOV�ERWK�JHQHUDOO\�DQG�LQ�VSHFLILF�DUHDV�RI�VWUDWHJLF�LQWHUHVW�
• )LQGLQJ�WKH�ULJKW�EDODQFH�LQ�WKH�SXEOLF�VHFWRU�EHWZHHQ�UHVHDUFK�ZKLFK�LV

RI�LPPHGLDWH�FRPPHUFLDO�LQWHUHVW�WR�ILUPV��ZRUN�RI�D�PRUH�IXQGDPHQWDO
QDWXUH��LQ�WKH�FDVH�RI�XQLYHUVLWLHV���DQG�ZRUN�RI�SDUWLFXODU�UHOHYDQFH�WR�D
GLYHUVH�DUUD\�RI�SROLF\�VSKHUHV��LQ�WKH�FDVH�RI�JRYHUQPHQW�ODERUDWRULHV��

• 3URPRWLQJ�LQWHUDFWLRQV�EHWZHHQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV�ZKLFK
SURPRWH�WKH�IORZV�RI�ERWK�NQRZOHGJH�DQG�SHRSOH�

• &UHDWLQJ�D�SXEOLF�UHVHDUFK�LQIUDVWUXFWXUH�LQ�WKH�(8�WKDW�KDV�DQ
DSSURSULDWH�EDODQFH�EHWZHHQ�FHQWUHV�RI�H[FHOOHQFH�ZLWK�WKH�FULWLFDO�PDVV
WR�DFW�DV�JURZWK�SROHV�IRU�DFDGHPLF�LQGXVWULDO�5	'�FRQJORPHUDWLRQV�DQG
WKH�GLVSHUVHG�UHVHDUFK�FDSDELOLWLHV�QHHGHG�WR�IDFLOLWDWH�WHFKQRORJ\
GLIIXVLRQ�

$OO�WKHVH�LVVXHV�GHPDQG�WKDW�FKRLFHV�DUH�PDGH�DQG�SULRULWLHV�DUH�VHW��DQG
SROLF\PDNHUV�FDQQRW�DFFRPSOLVK�WKHVH�WDVNV�HLWKHU�LQ�LVRODWLRQ�RU�YLD�FRQVXOWDWLRQ
ZLWK�SXEOLF�VHFWRU�UHSUHVHQWDWLYHV�DORQH���7KH�EXVLQHVV�ZRUOG�DQG�RWKHU�PDMRU
VWDNHKROGHUV�QHHG�WR�EH�LQYROYHG�LQ�WKH�SURFHVV���7KLV�FDOOV�IRU�D�JUHDWHU
HPSKDVLV�RQ�LQFOXVLYH�IRUHVLJKW�H[HUFLVHV�DQG�SROLF\�IRUPXODWLRQ�SURFHVVHV
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GHVLJQHG�WR�GHWHUPLQH�VWUDWHJLF�FKRLFHV�LQ�WKH�OLJKW�RI�WKH�QHHGV�DQG�FRPSHWHQFH
RI�PXOWLSOH�VHFWRUV�RI�WKH�FRPPXQLW\�
(IIRUWV�WR�UHIRUP�SXEOLF�UHVHDUFK�V\VWHPV�LQ�0HPEHU�6WDWHV�ZLOO�DOVR�KDYH�WR
LQWHQVLI\���7KLV�ZLOO�LQYROYH�UDLVLQJ�WKH�VWDWXV�RI�UHVHDUFKHUV��LPSURYLQJ�LQFHQWLYH
VWUXFWXUHV�IRU�SXEOLF�UHVHDUFKHUV�WR�FRQVLGHU�WKH�LQQRYDWLRQ�SRWHQWLDO�RI�WKHLU
ZRUN�DQG�WR�FROODERUDWH�ZLWK�LQGXVWU\��DQG�WKH�UHPRYDO�RI�DGPLQLVWUDWLYH�DQG
OHJDO�REVWDFOHV�LPSHGLQJ�WKH�LQYROYHPHQW�RI�XQLYHUVLWLHV�DQG�UHVHDUFKHUV�LQ�WKH
GHYHORSPHQW�RI�SDUWQHUVKLSV�ZLWK�LQGXVWU\�
)LQGLQJ�SROLF\�VROXWLRQV�ZLOO�DOVR�EH�H[DFHUEDWHG�E\�WKH�FXUUHQW�IUDJPHQWDWLRQ�RI
WKH�SXEOLF�VHFWRU�UHVHDUFK�LQIUDVWUXFWXUH�LQ�WKH�(8���,W�ZLOO�QRW�EH�HQRXJK�IRU
LQGLYLGXDO�0HPEHU�6WDWHV�WR�IROORZ�SDWKV�RI�LQFUHPHQWDO�FKDQJH�ZLWKLQ�WKHLU�RZQ
QDWLRQDO�ERXQGDULHV���4XHVWLRQV�RI�EDODQFH�DQG�FULWLFDO�PDVV�ZLOO�KDYH�WR�EH
DGGUHVVHG�DW�D�(XURSHDQ�OHYHO�LI�UDGLFDO�LQFUHDVHV�LQ�5	'�LQYHVWPHQW�DUH�WR�RFFXU
DFURVV�WKH�(8���7KLV�ZLOO�FDOO��IRU�H[DPSOH��IRU�WKH�UHIRUPDWLRQ�RI�QDWLRQDO�5	'
SURJUDPPHV�WR�HOLPLQDWH�EDUULHUV�WR�WUDQVQDWLRQDO�FROODERUDWLRQ�EHWZHHQ�SXEOLF
5	'�LQVWLWXWLRQV�LQ�GLIIHUHQW�FRXQWULHV��DQG�WR�FURVV�ERUGHU�WHFKQRORJ\�WUDQVIHU
EHWZHHQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV���,W�ZLOO�DOVR�FDOO�IRU�QHZ�LQVWLWXWLRQV�VXFK
DV�WKH�(XURSHDQ�5HVHDUFK�&RXQFLO�SURSRVHG�E\�(85$%� {'| �DQG�IRU�QHZ�LQLWLDWLYHV
WR�VWUHQJWKHQ�WKH�XQLYHUVLW\�VHFWRU�DFURVV�WKH�(8��H�J��WUDQVSDUHQW�DQG
FRPSDUDEOH�DFFRXQWLQJ�V\VWHPV�DQG�QHZ�(XURSH�ZLGH�FRPSHWLWLRQV�WR�SURPRWH
UHVHDUFK�H[FHOOHQFH� {�{ ��'HWHUPLQHG�HIIRUWV�WR�UHVROYH�VRPH�RI�WKH�SROLWLFDO
WHQVLRQV�WKDW�ZLOO�DFFRPSDQ\�DQ\�PRYH�WR�FRQFHQWUDWH�UHVHDUFK�UHVRXUFHV�LQ�D
PXFK�VPDOOHU�QXPEHU�RI�WUXO\�ODUJH�VFDOH�DQG�JOREDO�FHQWUHV�RI�H[FHOOHQFH�ZLOO
DOVR�EH�QHHGHG�

�����������������������������������������������
{'| � (85$%������D���µ(XURSHDQ�5HVHDUFK�&RXQFLO¶��(85$%�$GYLFH������±������
/X[HPERXUJ��(XURSHDQ�&RPPLVVLRQ
{�{ � (85$%������E���µ6RPH�,VVXHV�$IIHFWLQJ�WKH�)XWXUH�RI�8QLYHUVLW\�5HVHDUFK�LQ�WKH�(5$¶�
(85$%�$GYLFH������±�������/X[HPERXUJ��(XURSHDQ�&RPPLVVLRQ
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������)RFXVHG�3ROLF\�6ROXWLRQV��)LQDQFLDO��DQG�)LVFDO�0HDVXUHV
:LWKLQ�WKH�FRQWH[W�RI�+ROLVWLF�3ROLF\�VROXWLRQV��SROLF\�LQVWUXPHQWV�DIIHFWLQJ
IUDPHZRUN�FRQGLWLRQV�KDYH�WR�EH�GHSOR\HG�DORQJVLGH�VHWV�RI�PRUH�IRFXVHG
ILQDQFLDO�DQG�ILVFDO�LQVWUXPHQWV���7KLV�6HFWLRQ�H[SORUHV�WKH�XVH�RI�'LUHFW
0HDVXUHV��,QGLUHFW�)LVFDO�0HDVXUHV�DQG�WZR�&DWDO\WLF�0HDVXUHV��QDPHO\�5LVN
&DSLWDO�0HDVXUHV�DQG�*XDUDQWHH�0HDVXUHV���:LWKLQ�VHSDUDWH�VXE�VHFWLRQV
GHYRWHG�WR�HDFK�RI�WKHVH�LQVWUXPHQWV��WKHLU�VSHFLILFLW\��SRWHQWLDO�LPSDFW�DQG
UHODWLYH�LPSRUWDQFH�DUH�H[SORUHG�EHIRUH�UHYLHZLQJ�KRZ�WKHLU�XVH�LV�LQIOXHQFHG�E\
IUDPHZRUN�FRQGLWLRQV���([DPSOHV�RI�JRRG�SUDFWLFH��QRYHO�DSSURDFKHV�DQG�WKH
OHVVRQV�WKDW�FDQ�EH�JOHDQHG�IURP�WKHLU�GHSOR\PHQW�DUH�WKHQ�VXPPDULVHG�
WRJHWKHU�ZLWK�JXLGHOLQHV�IRU�WKHLU�IXWXUH�XVH�

������'LUHFW�0HDVXUHV

��������6SHFLILFLW\��3RWHQWLDO�,PSDFW�DQG�,PSRUWDQFH

7KH�6SHFWUXP�RI�'LUHFW�0HDVXUHV

$V�QRWHG�LQ�6HFWLRQ��������ZKHQ�GLVFXVVLQJ�VXSSRUW�IRU�SULYDWH�VHFWRU�5	'�WKH
WHUP�'LUHFW�0HDVXUHV�LQFOXGHV�'LUHFW�)LQDQFLDO�0HDVXUHV��ZKLFK�LQYROYH�WKH
GLUHFW�WUDQVIHU�RI�ILQDQFLDO�VXSSRUW�IRU�5	'�IURP�WKH�SXEOLF�WR�WKH�SULYDWH�VHFWRU
YLD�JUDQWV��FRQGLWLRQDO�ORDQV�HWF���DQG�2WKHU�'LUHFW�0HDVXUHV��ZKLFK�GR�QRW
LQYROYH�WKH�GLUHFW�WUDQVIHU�RI�ILQDQFH�IRU�5	'�SURMHFWV�IURP�WKH�SXEOLF�WR�WKH
SULYDWH�VHFWRU�EXW�GR�LQYROYH�SXEOLF�VHFWRU�FRQWULEXWLRQV�WR�VFKHPHV�SURYLGLQJ
RWKHU�VRUWV�RI�VXSSRUW�WR�ILUPV��H�J��DFFHVV�WR�DGYLFH��EURNHUDJH�VFKHPHV�
IXQGLQJ�IRU�QHWZRUNV�HWF�
7KH�WHUP�'LUHFW�0HDVXUHV�LV�DOVR�XVHG�ZKHQ�GLVFXVVLQJ�PHDVXUHV�WKDW�VXSSRUW
5	'�LQ�WKH�SXEOLF�VHFWRU��H�J��WKH�SURYLVLRQ�RI�IXQGV�IRU�XQLYHUVLW\�UHVHDUFK��VHH
6HFWLRQ��������7KHVH�EHQHILW�XQLYHUVLWLHV�GLUHFWO\�EXW��EHFDXVH�RI�LQWHUDFWLRQV
EHWZHHQ�WKH�LQGXVWULDO�DQG�DFDGHPLF�UHVHDUFK�ZRUOGV��WKH\�DUH�DOVR�RI�LQGLUHFW
EHQHILW�WR�SULYDWH�VHFWRU�UHVHDUFK�DFWRUV�
7KLV�VHFWLRQ�GHDOV�ZLWK�DOO�RI�WKH�DERYH�PHDVXUHV���,W�WKHUHIRUH�FRYHUV�PHDVXUHV
DV�GLYHUVH�DV�VXEVLGLHV�DQG�JUDQWV��LQFOXGLQJ�JUDQWV�WKDW�DUH�UHSD\DEOH�LQ�WKH
HYHQW�RI�VXFFHVVIXO�FRPPHUFLDO�H[SORLWDWLRQ��FRQGLWLRQDO�ORDQV���SXEOLF
SURFXUHPHQW�DQG�EORFN�IXQGLQJ�RI�SXEOLF�LQVWLWXWLRQV���([DPSOHV�RI�WKH�UDQJH
UHOHYDQW�WR�WKH�WDVN�RI�VWLPXODWLQJ�LQFUHDVHV�LQ�SULYDWH�VHFWRU�5	'�H[SHQGLWXUH
DUH�JLYHQ�EHORZ�DQG�VXPPDULVHG�LQ�([KLELW�����

6XSSRUW�IRU�3XEOLF�5HVHDUFK�'LUHFWHG�WR�,QGXVWU\
7KLV�LQFOXGHV�VXSSRUW�IRU�SXEOLF�VHFWRU�VFLHQWLILF�LQVWLWXWLRQV��LQFOXGLQJ�XQLYHUVLWLHV
DQG�ODERUDWRULHV��ZLWK�FRQGLWLRQV�DWWDFKHG�WR�LQFUHDVH�WKH�EHQHILW�WR�LQGXVWU\�
7KHVH�UDQJH�IURP�SULRULWLVDWLRQ�RI�DUHDV�RI�LQWHUHVW�WR�LQGXVWU\��JUDQWV�FRQGLWLRQDO
XSRQ�FROODERUDWLRQ�ZLWK�ILUPV��DUUDQJHPHQWV�IRU�XVH�RI�HTXLSPHQW�EHORQJLQJ�WR
HLWKHU�SDUW\��DQG�LQFHQWLYHV�DQG�DZDUGV�IRU�FROODERUDWLRQ���3XEOLF�ODERUDWRULHV
FDUU\�RXW�LQFUHDVLQJ�SURSRUWLRQV�RI�FRQWUDFW�UHVHDUFK�IRU�LQGXVWU\��H[WHQGLQJ�WKH
UDQJH�RI�LQGXVWULDO�5	'�DQG�SRWHQWLDOO\�EULQJLQJ�5	'�WR�ILUPV�ZLWKRXW�WKH
FDSDELOLW\�WR�GR�LW�WKHPVHOYHV���7KHVH�PHDVXUHV�DUH�D�SROLF\�SULRULW\�IRU�PRVW
FRXQWULHV�DQG�WKHUH�LV�DPSOH�HYLGHQFH�RI�WKH�HFRQRPLF�YDOXH�RI�DFDGHPLF
UHVHDUFK�
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([KLELW�������'LUHFW�0HDVXUHV�RI�'LUHFW�5HOHYDQFH�WR�5DLVLQJ�3ULYDWH
6HFWRU�5	'�/HYHOV

'LUHFW
0HDVXUH

'HILFLHQF\
$GGUHVVHG &RPPHQW�RQ�$SSOLFDWLRQ

6XSSRUW�IRU
3XEOLF�5HVHDUFK
'LUHFWHG�DW
,QGXVWU\

5HVRXUFHV
,QFHQWLYHV
&DSDELOLWLHV
2SSRUWXQLWLHV

,QFOXGHV�VXSSRUW�IRU�SXEOLF�VHFWRU�VFLHQWLILF
LQVWLWXWLRQV�ZLWK�FRQGLWLRQV�DWWDFKHG�WR
LQFUHDVH�WKH�EHQHILWV�WR�LQGXVWU\�

6XSSRUW�IRU
7UDLQLQJ�	
0RELOLW\

5HVRXUFHV
&DSDELOLWLHV

&RYHUV�WKH�EDVLF�SURGXFWLRQ�RI�JUDGXDWHV�
WDLORUHG�FRXUVHV�IRU�ILUPV��WUDLQLQJ�LQ
HQWUHSUHQHXUVKLS�DQG�LQQRYDWLRQ�VNLOOV�
SURPRWLRQ�RI�VHFRQGPHQWV�DQG�HPSOR\PHQW
VXEVLGLHV�IRU�ILUPV�UHFUXLWLQJ�RI�UHVHDUFKHUV�

*UDQWV�IRU
,QGXVWULDO�5	'

5HVRXUFHV
,QFHQWLYHV
2SSRUWXQLWLHV

(YROXWLRQ�DZD\�IURP�VXSSRUW�RI�QHDU�WR�
PDUNHW�UHVHDUFK��ODUJH�ILUPV�DQG�VLQJOH
FRPSDQLHV�LQ�IDYRXU�RI�VXSSRUW�IRU�60(V�DQG
IRU�FROODERUDWLYH��µSUH�FRPSHWLWLYH¶�5	'�

&R�ORFDWLRQ
0HDVXUHV

2SSRUWXQLWLHV
,QFHQWLYHV

7KHVH�LQFUHDVH�LQQRYDWLRQ�YLD�FR�ORFDWLRQ�RI
LQGXVWULDO�DQG�VFLHQWLILF�RUJDQLVDWLRQV�DQG
FULWLFDO�PDVV�HIIHFWV�

,QIRUPDWLRQ
DQG�%URNHUDJH
6XSSRUW

&DSDELOLWLHV
2SSRUWXQLWLHV

6XSSRUW�IRU�FRQWDFW��SDWHQW�DQG�WHFKQRORJLFDO
GHYHORSPHQW�GDWDEDVHV��DGYLVRU\�VHUYLFHV�
WHFKQRORJ\�WUDQVIHU�RIILFHV��EURNHUDJH�HYHQWV
HWF��3ULPDULO\�GLUHFWHG�DW�60(V�

1HWZRUNLQJ
0HDVXUHV

2SSRUWXQLWLHV
&DSDELOLWLHV

6XSSRUW�IRU�LQIRUPDWLRQ�H[FKDQJH�FOXEV�
IRUHVLJKW�SURJUDPPHV�HWF�

3URFXUHPHQW ,QFHQWLYHV
2SSRUWXQLWLHV

(VSHFLDOO\�3XEOLF�7HFKQRORJ\�3URFXUHPHQW�L�H�
SURFXUHPHQW�WKDW�UHTXLUHV�5	'�SULRU�WR�WKH
SURGXFWLRQ�RI�D�VSHFLILHG�JRRG�RU�VHUYLFH�

6\VWHPLF
3ROLFLHV

5HVRXUFHV
,QFHQWLYHV
&DSDELOLWLHV
2SSRUWXQLWLHV

3ROLFLHV�WKDW�GHSOR\�PXOWLSOH�SROLF\
LQVWUXPHQWV�LQ�D�FRRUGLQDWHG�IDVKLRQ�WR
UHPHG\�PXOWLSOH�GHILFLHQFLHV�LQ�LQQRYDWLRQ
V\VWHPV���2IWHQ�DLPHG�DW�µFOXVWHUV¶�RI
LQQRYDWLRQ�VWDNHKROGHUV�

6XSSRUW�IRU�7UDLQLQJ�DQG�0RELOLW\
,Q�WKLV�FDWHJRU\�DUH�WDLORUHG�FRXUVHV�IRU�ILUPV�DW�JUDGXDWH�VFKRROV��WUDLQLQJ�LQ
HQWUHSUHQHXUVKLS�DQG�LQQRYDWLRQ�VNLOOV��SURPRWLRQ�RI�VHFRQGPHQWV�IURP�VFLHQFH
WR�LQGXVWU\�DQG�YLFH�YHUVD��DQG�HPSOR\PHQW�VXEVLGLHV�IRU�WKH�UHFUXLWPHQW�RI
UHVHDUFKHUV�E\�ILUPV�

*UDQWV�IRU�,QGXVWULDO�5	'
'XULQJ�WKH�����V��JUDQW�VFKHPHV�ZHUH�ODUJH�VFDOH�DQG�ZLGHVSUHDG���$�JUDGXDO
HYROXWLRQ�KDV�VHHQ�JRYHUQPHQWV�PRYLQJ�DZD\�IURP�VXSSRUW�IRU�QHDU�PDUNHW
UHVHDUFK��ODUJH�ILUPV�DQG�VLQJOH�FRPSDQ\�VXSSRUW�LQ�IDYRXU�RI�VXSSRUW�IRU�60(V
DQG�IRU�FROODERUDWLYH��µSUH�FRPSHWLWLYH¶�5	'���&RQGLWLRQDO�ORDQV�DUH�D�YDULDWLRQ�RQ
JUDQWV���(YDOXDWLRQV�KDYH�JHQHUDOO\�VKRZQ�D�SRVLWLYH�LPSDFW�IURP�VXFK�VFKHPHV�
+RZHYHU��SXEOLF�VSHQGLQJ�FRQVWUDLQWV�OLPLW�WKHLU�JHDULQJ�IRU�LQGXVWULDO�5	'�DQG
VXFK�IXQGLQJ�KDV�WHQGHG�WR�GHFOLQH�DW�D�QDWLRQDO�OHYHO�

• 7KH�SULQFLSDO�YDOXH�RI�JUDQW�VFKHPHV�LV�WKDW�WKH\�FDQ�EH�ILQH�WXQHG�WR
VWLPXODWH�ILUPV�WR�FDUU\�RXW�5	'�HLWKHU�LQ�SDUWLFXODU�ZD\V�RU�LQ�SDUWLFXODU
DUHDV��H�J��FROODERUDWLYHO\�RU�LQ�DUHDV�LQYROYLQJ�KLJKHU�ULVNV�WKDQ�ILUPV
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ZRXOG�RWKHUZLVH�EH�SUHSDUHG�WR�WDNH���7KHLU�PDLQ�ZHDNQHVV�DWWDFKHV�WR
WKH�VHOHFWLRQ�SURFHVV��ZKLFK�PD\�EH�FRVWO\�DQG�OHVV�DWWXQHG�WR�WKH
PDUNHW�WKDQ�FRPSDQLHV¶�RZQ�GHFLVLRQV��WKH�VR�FDOOHG�µSLFNLQJ�ZLQQHUV¶
SUREOHP��

o ,QFUHDVHG�XVH�KDV�EHHQ�PDGH�RI�JHQHUDO�WHFKQRORJ\
GHYHORSPHQW�SURJUDPPHV�HPSKDVLVLQJ�VXSSRUW�IRU�60(V��WKRXJK
PDQ\�PHDVXUHV�DOVR�FRQWLQXH�WR�EH�RSHQ�WR�ODUJH�ILUPV�DQG
UHPDLQ�GRPLQDWHG�E\�WKHP�LQ�VHFWRUV�VXFK�DV�DHURVSDFH�
WUDQVSRUW�DQG�HQHUJ\���2QH�WUHQG�KDV�EHHQ�WR�H[SORLW�DQG
GHYHORS�OLQNDJHV�EHWZHHQ�ILUPV��VRPHWLPHV�DORQJ�VXSSO\�FKDLQV�
0DQ\�W\SHV�RI�DFWRU�RWKHU�WKDQ�ILUPV�FDQ�EH�LQYROYHG�LQ�SURMHFWV�
LQFOXGLQJ�RUJDQLVDWLRQV�IURP�WKH�VFLHQFH�EDVH�DQG�WHFKQRORJ\
XVHUV���7KLV�YDULHW\�RI�DFWRUV�LV�DOVR�UHIOHFWHG�RFFDVLRQDOO\�LQ
VFKHPHV�VSRQVRUHG�MRLQWO\�E\�WZR�RU�PRUH�PLQLVWULHV�RU�DJHQFLHV
�D�UHVHDUFK�FRXQFLO��IRU�H[DPSOH��PLJKW�IXQG�DQ�DFDGHPLF
SDUWQHU��ZKLOH�DQ�LQQRYDWLRQ�DJHQF\�IXQGV�DQ�LQGXVWULDO�SDUWQHU
LQ�WKH�VDPH�SURMHFW����7KLV�LV�DQ�LQFUHDVLQJ�WUHQG�DV�FRXQWULHV
DWWHPSW�WR�LQFUHDVH�WKH�IOH[LELOLW\�RI�WKHLU�LQQRYDWLRQ�VXSSRUW
V\VWHPV�DQG�UHFRJQLVH�WKH�H[LVWHQFH�RI�VKDUHG�SUREOHPV�DQG�WKH
QHHG�WR�DYRLG�GXSOLFDWLRQ�LQ�WKHLU�VROXWLRQ�

• 5HLPEXUVDEOH�ORDQV�DUH�PRVW�UHOHYDQW�IRU�QHDUHU�PDUNHW�5	'��H�J�
SURWRW\SLQJ��ZKHUH�WKH�ULVN�SURILOH�LV�FOHDU�DQG�LQWHOOHFWXDO�DVVHWV�PD\�EH
XVHG�DV�FROODWHUDO���7KH\�DUH�QHYHUWKHOHVV�LQDSSURSULDWH�IRU�ODUJH�ILUPV�
ZKLFK�JHQHUDOO\�KDYH�VXIILFLHQW�DFFHVV�WR�FDSLWDO�WR�PHHW�WKHLU�5	'
ILQDQFLQJ�QHHGV���$QRWKHU�GLVDGYDQWDJH�IURP�WKH�SRLQW�RI�YLHZ�RI�WKH
SXEOLF�VHFWRU�LV�WKDW�LV�WKHUH�LV�RIWHQ�OLWWOH�LQFHQWLYH�IRU�ILUPV�WR�GHFODUH
VXFFHVV��VLQFH�WKLV�PDNHV�WKHLU�ORDQV�OLDEOH�IRU�UHSD\PHQW�

&R�ORFDWLRQ�0HDVXUHV
7KHVH�VHHN�WR�LQFUHDVH�LQQRYDWLRQ�WKURXJK�WKH�SUR[LPLW\�RI�LQGXVWU\�DQG�VFLHQFH
DQG�FULWLFDO�PDVV�HIIHFWV���,Q�WHUPV�RI�SXEOLF�PHDVXUHV��WKH\�LQFOXGH�WKH�SURYLVLRQ
RI�IDFLOLWLHV�IRU�FRPSDQ\�ODEV�RQ�FDPSXVHV�DQG�WKH�HVWDEOLVKPHQW�RI�LQFXEDWRUV�
VFLHQFH�SDUNV�DQG�WHFKQRORJ\�SDUNV���7KH�WRWDO�DPRXQW�RI�5	'�WDNLQJ�SODFH�LQ
VXFK�HQYLURQPHQWV�LV�UHODWLYHO\�VPDOO��EXW�LW�LV�LPSRUWDQW�LQ�WHUPV�RI�JHQHUDWLQJ
QHZ�ILUPV�WKDW�PD\�VXEVHTXHQWO\�JURZ�LQWR�ODUJHU�HQWLWLHV�

1HWZRUNLQJ�0HDVXUHV
7KHVH�LQFOXGH�VXSSRUW�IRU�FOXEV�H[FKDQJLQJ�LQIRUPDWLRQ�DQG�IRU�DFWLYLWLHV�VXFK�DV
IRUHVLJKW�SURJUDPPHV��ZKLFK�DLP�WR�GHYHORS�FRPPRQ�YLVLRQV�DURXQG�ZKLFK
IXWXUH�RULHQWHG�5	'�QHWZRUNV�FDQ�EH�IRUPHG�

,QIRUPDWLRQ�DQG�%URNHUDJH�6XSSRUW
7KHVH�LQFOXGH�VXSSRUW�IRU�GDWDEDVHV�RI�FRQWDFWV�UHOHYDQW�WR�LQQRYDWLRQ�UHODWHG
DFWLYLWLHV��DGYLVRU\�VHUYLFHV��SURYLVLRQ�RI�LQIRUPDWLRQ�RQ�WHFKQRORJLFDO
GHYHORSPHQWV�LQ�RWKHU�FRXQWULHV��WHFKQRORJ\�WUDQVIHU�RIILFHV��WKH�RUJDQLVDWLRQ�RI
EURNHUDJH�HYHQWV��DFFHVV�WR�SDWHQW�GDWDEDVHV�DQG�IXQGLQJ�IRU�GHPRQVWUDWRUV�
7KHVH�VFKHPHV�DUH�DOPRVW�H[FOXVLYHO\�WDUJHWHG�DW�60(V�ODFNLQJ�WKH�FDSDFLW\�DQG
FRPSHWHQFH�WR�FDUU\�RXW�VXFK�DFWLYLWLHV�RQ�WKHLU�RZQ�
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3URFXUHPHQW
7KLV�LQFOXGHV�3XEOLF�7HFKQRORJ\�3URFXUHPHQW��373���WKH�VLWXDWLRQ�WKDW�DULVHV
ZKHQ�D�SXEOLF�DJHQF\�SODFHV�DQ�RUGHU�WR�DQRWKHU�RUJDQLVDWLRQ�IRU�D�SURGXFW�RU
VHUYLFH�WKDW�GRHV�QRW�\HW�H[LVW���7KLV�PHDQV�WKDW�5	'�DQG�LQQRYDWLRQ�KDYH�WR
WDNH�SODFH�EHIRUH�GHOLYHU\���7KH�SURFXUHU�VSHFLILHV�WKH�IXQFWLRQV�RI�D�SURGXFW�RU
V\VWHP�EXW�QRW�WKH�SURGXFW�DV�VXFK���7KLV�SROLF\�LQVWUXPHQW�LV�QRUPDOO\
DSSURSULDWH�IRU�ODUJH�VFDOH�V\VWHPV�DQG�LV�WKXV�VXLWDEOH�IRU�ODUJH�DV�ZHOO�DV�VPDOO
ILUPV���0HDVXUHV�WR�VWLPXODWH�LQQRYDWLYH�SURFXUHPHQW�EHWZHHQ�SULYDWH
RUJDQLVDWLRQV�LQ�D�VXSSO\�FKDLQ�DUH�DOVR�SRVVLEOH��DV�DUH�PHDVXUHV�LQYROYLQJ�WKH
SURFXUHPHQW�RI�5	'�E\�JRYHUQPHQW�IURP�LQGXVWU\�

6\VWHPLF�3ROLFLHV
7KHVH�SROLFLHV��IRU�H[DPSOH�FOXVWHU�SROLFLHV��DLP�WR�VWLPXODWH�DQG�VWUHQJWKHQ�WKH
OLQNV�DQG�LQWHUDFWLRQV�EHWZHHQ�WKH�GHSHQGHQW�DFWRUV�LQ�SDUWLFXODU�LQQRYDWLRQ
V\VWHPV���7KH\�FRPSULVH�SDFNDJHV�RI�PDQ\�RI�WKH�SROLF\�LQVWUXPHQWV�GLVFXVVHG
DERYH�SOXV��RQ�RFFDVLRQ��D�UDQJH�RI�RWKHU�LQVWUXPHQWV��ZLWK�WKH�SUHFLVH
FRPELQDWLRQ�RI�LQVWUXPHQWV�GHWHUPLQHG�DIWHU�DQDO\VLV�RI�WKH�VWUHQJWKV�DQG
ZHDNQHVVHV�RI�WKH�LQQRYDWLRQ�V\VWHP�LQ�TXHVWLRQ���(IIHFWLYH�FOXVWHU�SROLFLHV�FDQ
VWLPXODWH�SULYDWH�LQYHVWPHQW�LQ�5	'�E\�LQFUHDVLQJ�DZDUHQHVV�DQG�FRQILGHQFH
DPRQJ�ILUPV��ORZHULQJ�WKH�ULVNV�DVVRFLDWHG�ZLWK�LQQRYDWLRQ��DQG�VWUHQJWKHQLQJ
OLQNDJHV�EHWZHHQ�JOREDO�SOD\HUV�DQG�WKHLU�DFWXDO�RU�SRWHQWLDO�VXE�FRQWUDFWRUV�
LQFOXGLQJ�WKRVH�IXUWKHU�DORQJ�VXSSO\�FKDLQV�
7KH�5ROH�RI�'LUHFW�0HDVXUHV

$OWKRXJK�5	'�WD[�PHDVXUHV�DUH�FRPPRQSODFH�LQ�PDQ\�FRXQWULHV��'LUHFW
0HDVXUHV�DUH�PRUH�QXPHURXV�DQG�GLYHUVH���7KHLU�FXPXODWLYH�HIIHFW�LV�WR�UDLVH�WKH
TXDQWLW\�DQG�TXDOLW\�RI�5	'�LQ�(XURSH�DQG�WKH\�KDYH�WKH�SRWHQWLDO�WR�SOD\�DQ
LPSRUWDQW�UROH�LQ�UDLVLQJ�EXVLQHVV�VHFWRU�5	'�LQ�WKH�(8�WR�D�SRVLWLRQ�RI�DW�OHDVW
VKDUHG�ZRUOG�OHDGHUVKLS���3XEOLF�VXSSRUW�IRU�SULYDWH�5	'�SURYLGHV�ILUPV�ZLWK
LQFHQWLYHV��FDSDELOLWLHV�DQG�WHFKQRORJLFDO�RSSRUWXQLWLHV�DV�ZHOO�DV�UHVRXUFHV��ZKLOH
NHHSLQJ�(8�DQG�QDWLRQDO�LQQRYDWLRQ�V\VWHPV�PRUH�DGDSWDEOH�DQG�FRQQHFWHG�WKDQ
WKH\�ZRXOG�EH�ZLWKRXW�LQWHUYHQWLRQ�
7KHLU�RYHUDOO�LPSDFW�RQ�UDLVLQJ�5	'�OHYHOV��KRZHYHU��LV�LQYDULDEO\�HQKDQFHG�LI
WKH\�DUH�XVHG�LQ�FRPELQDWLRQ�ZLWK�RWKHU�LQVWUXPHQWV���7KLV�LV�EHVW�LOOXVWUDWHG�E\
UHIHUHQFH�WR�WKH�UROH�WKH\�FDQ�SOD\�YLV�j�YLV�RWKHU�LQVWUXPHQWV�LQ�WZR�VSHFLILF
FRQWH[WV��QDPHO\�

• 5DLVLQJ�5	'�OHYHOV�LQ�FRKHVLRQ�DQG�DFFHVVLRQ�FRXQWULHV�
• 0RWLYDWLQJ�01&V�WR�ORFDWH�H[SDQG�5	'�FDSDFLW\�LQ�WKH�(8�

5DLVLQJ�5	'�/HYHOV�LQ�&RKHVLRQ�DQG�$FFHVVLRQ�&RXQWULHV

5	'�H[SHQGLWXUH�OHYHOV�DUH�YHU\�ORZ�LQ�PDQ\�&RKHVLRQ�DQG�$FFHVVLRQ�FRXQWULHV�
$WWHPSWV�WR�LQFUHDVH�WKHVH�OHYHOV�YLD�WKH�XVH�RI�'LUHFW�0HDVXUHV�DORQH��KRZHYHU�
DUH�XQOLNHO\�WR�VXFFHHG���2WKHU�GHILFLHQFLHV�LQ�WKHLU�QDWLRQDO�LQQRYDWLRQ�V\VWHPV
DOVR�KDYH�WR�EH�WDFNOHG�LQ�SDUDOOHO���6RPH�RI�WKH�PRVW�LPSRUWDQW�VWHSV�LQYROYH�

• 7KH�XVH�RI�IDLUO\�FRQYHQWLRQDO�GLUHFW�ILQDQFLDO�PHDVXUHV�VXFK�DV�LQGXVWU\�
RULHQWHG�FROODERUDWLYH�5	'�SURJUDPPHV�

• 7KH�SURPRWLRQ�RI�QHWZRUNLQJ�DQG�LPSURYHG�FROODERUDWLRQ�DQG
FRPPXQLFDWLRQ�DPRQJ�60(V�DQG�EHWZHHQ�LQGXVWU\�DQG�DFDGHPLF
UHVHDUFK�SHUIRUPHUV��LQWHUPHGLDU\�RUJDQLVDWLRQV�DQG�ILQDQFLQJ
RUJDQLVDWLRQV�
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• 7KH�XVH�RI�ILVFDO�LQFHQWLYHV�WR�VWLPXODWH�5	'�DORQJ�D�EURDG�IURQW�
• 7KH�DFTXLVLWLRQ�RI�VNLOOV�LQ�UHVHDUFK�DQG�LQQRYDWLRQ�PDQDJHPHQW�

H[SORLWDWLRQ�RI�UHVHDUFK�UHVXOWV��DQG�WHFKQRORJ\�DQG�NQRZ�KRZ�WUDQVIHU�
• 7KH�SURPRWLRQ�RI�DQ�LQQRYDWLRQ�FXOWXUH�DQG�VWUDWHJLF��ORQJ�WHUP�DQG


LQWHUQDWLRQDO
�WKLQNLQJ�DPRQJVW�60(V�
• 7KH�DGRSWLRQ�RI�HYDOXDWLRQ��DVVHVVPHQW�DQG�IRUHVLJKW�DSSURDFKHV

�VWUDWHJLF�LQWHOOLJHQFH�LQ�SROLF\�PDNLQJ��LQ�RUGHU�WR�RSWLPLVH�WKH�XVH�RI
OLPLWHG�UHVRXUFHV��KXPDQ��PRQHWDU\�DQG�LQIUDVWUXFWXUDO��

• 7KH�DGRSWLRQ�RI�FOHDU�DQG�FR�RUGLQDWHG�VFLHQFH��WHFKQRORJ\�DQG
LQQRYDWLRQ�SROLFLHV�EDVHG�RQ�WKRURXJK�DQDO\VHV�RI�WKHLU�QDWLRQDO
LQQRYDWLRQ�V\VWHPV�

7KH�QHHG�WR�SURPRWH�DQ�LQQRYDWLRQ�FXOWXUH�LV�SDUWLFXODUO\�LPSRUWDQW�LQ�PDQ\�RI
WKH�FRKHVLRQ�FRXQWULHV��VLQFH�DQ\�LQFUHDVH�LQ�EXVLQHVV�5	'�LQ�WKHVH�FRXQWULHV�ZLOO
GHSHQG�RQ�WKH�GHJUHH�WR�ZKLFK�ORFDO�EXVLQHVV�FXOWXUH�DFFHSWV�DQG�DGDSWV�WR�WKH
QHHG�IRU�LQQRYDWLRQ���,Q�WHUPV�RI�LQFUHDVLQJ�SULYDWH�LQYHVWPHQW�LQ�5	'��'LUHFW
0HDVXUHV�HQFRXUDJLQJ�ILUPV�WR�EHFRPH�LQYROYHG�LQ�5	'�DQG�WR�FROODERUDWH�ZLWK
UHVHDUFK�RUJDQLVDWLRQV�PD\�RQO\�KDYH�OLPLWHG�UHVXOWV���7R�EH�HIIHFWLYH��WKH\�QHHG
WR�EH�FRPSOHPHQWHG�E\�DFWLRQV�GHVLJQHG�WR�PDNH�ILUPV�DZDUH�RI�WKH
RSSRUWXQLWLHV��WKUHDWV�DQG�HYHQ�WKH�QHFHVVLW\�RI�LQQRYDWLQJ��HQWHULQJ�QHZ��PRUH
LQQRYDWLRQ�GHPDQGLQJ�PDUNHWV�DQG�µJRLQJ�LQWHUQDWLRQDO¶�
,Q�VRPH�DFFHVVLRQ�FRXQWULHV�WKH�SUREOHP�LV�HYHQ�JUHDWHU���+HUH�WKH�FKDOOHQJH�LV
WR�ILQG�WHFKQRORJ\�EDVHG�ILUPV�ZLWK�VXIILFLHQW�UHVRXUFHV�DQG�YLVLRQ�WR�ORRN�EH\RQG
WKH�VWUXJJOH�IRU�GD\�WR�GD\�VXUYLYDO�DQG�WKH�FRXUDJH�WR�EHJLQ�WKH�YLUWXRXV�F\FOH
RI�LQYHVWPHQW�LQ�LQQRYDWLYH�DFWLYLWLHV���%XLOGLQJ�OLQNV�ZLWK�H[LVWLQJ�UHVHDUFK
LQVWLWXWLRQV�PD\�DOVR�FRPSOLFDWHG�E\�WKH�IDFW�WKDW�WUDGLWLRQDO�FRPSHWHQFH�LQ�WKLV
VHFWRU�PD\�EH�RXW�RI�DOLJQPHQW�ZLWK�WKH�QHHGV�RI�ILUPV�LQYROYHG�LQ�UDSLGO\
FKDQJLQJ�WHFKQRORJ\�VHFWRUV���7KHUH�PD\�EH�RYHUFDSDFLW\�LQ�VRPH�SK\VLFV�DQG
PDWHULDOV�EDVHG�VHFWRUV��EXW�QRW�LQ�VHFWRUV�VXFK�ELRVFLHQFHV�
,Q�RUGHU�WR�WDNH�IXOO�DGYDQWDJH�RI�GLUHFW�PHDVXUHV��WKH\�QHHG�WR�EH�ORFDWHG�ZLWKLQ
EURDGHU�SDFNDJHV�RI�VXSSRUW�PHDVXUHV���,Q�WXUQ��WKHVH�QHHG�WR�EH�FRQFHLYHG�DQG
LPSOHPHQWHG�ZLWKLQ�WKH�FRQWH[W�RI�QDWLRQDO�LQQRYDWLRQ�SROLFLHV�DLPHG�DW�SURYLGLQJ
VXSSRUW�DW�QDWLRQDO�DQG�UHJLRQDO�OHYHOV�IRU�WKH�SURPRWLRQ�DQG�GHYHORSPHQW�RI
LQQRYDWLRQ�LQ�ORFDO�LQGXVWULHV�DQG�60(V���6XFK�RYHUDUFKLQJ�SROLFLHV�DUH�PLVVLQJ�LQ
PRVW�DFFHVVLRQ�FRXQWULHV�DQG�LQ�PDQ\�FRKHVLRQ�FRXQWULHV��GHVSLWH�WKHLU�ORQJ
PHPEHUVKLS�LQ�WKH�(8���*UHDWHU�HIIRUWV�DUH�WKHUHIRUH�QHHGHG�WR�DQDO\VH
LQQRYDWLRQ�V\VWHP�VWUHQJWKV�DQG�ZHDNQHVVHV��WR�LQYROYH�LQGXVWU\�DQG�RWKHU
VWDNHKROGHUV�LQ�SULRULW\�VHWWLQJ��DQG�WR�FRRUGLQDWH�WKH�IRUPXODWLRQ�DQG
LPSOHPHQWDWLRQ�RI�QDWLRQDO�DQG�UHJLRQDO�VFLHQFH��WHFKQRORJ\�DQG�LQQRYDWLRQ
VWUDWHJLHV�DFURVV�DOO�PLQLVWULHV�ZLWK�D�YHVWHG�LQWHUHVW�LQ�D�KHDOWK\�LQQRYDWLRQ
V\VWHP�

0RWLYDWLQJ�5	'�,QYHVWPHQW�E\�/DUJH�)LUPV

$V�QRWHG�LQ�6HFWLRQ��������RQH�RI�WKH�PRVW�HIIHFWLYH�ZD\V�RI�UDLVLQJ�5	'�OHYHOV
ZLWKLQ�WKH�(8�ZRXOG�EH�WR�SHUVXDGH�WKH�ODUJHVW�5	'�SHUIRUPHUV�LQ�WKH�ZRUOG��L�H�
01&V��WR�ORFDWH�PRUH�RI�WKHLU�5	'�FDSDFLW\�LQ�WKH�(8���'LUHFW�PHDVXUHV�FDQ�SOD\
D�SDUW�LQ�WKLV��WKRXJK�RQO\�LQ�FRQMXQFWLRQ�ZLWK�RWKHU�PHDVXUHV���,Q�WHUPV�RI
DWWUDFWLQJ�LQWHUQDWLRQDOO\�PRELOH�5	'�LQYHVWPHQW��VXEVLGLHV��DQG��IRU�WKDW�PDWWHU�
ILVFDO�LQFHQWLYHV��DUH�IDFWRUV�WKDW�RQO\�FRPH�LQWR�SOD\�DW�WKH�PDUJLQV���2QFH
UHVHDUFK�FDSDFLW\�KDV�EHHQ�HVWDEOLVKHG��KRZHYHU��LQLWLDWLYHV�VXFK�DV�FROODERUDWLYH
5	'�SURJUDPPHV�SURYLGH�DFFHVV�WR�WKH�VFLHQFH�EDVH�DQG�FDQ�SOD\�D�VLJQLILFDQW
UROH�LQ�UHWDLQLQJ�IRRWORRVH�LQYHVWPHQW�
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7KH�UHVXOWV�RI�D�VXUYH\�RI�7ULDG�FRPSDQLHV��([KLELW������LOOXVWUDWH�WKH�UDQJH�DQG
LPSRUWDQFH�RI�PRWLYDWLRQV�IRU�LQYHVWLQJ�LQ�5	'�DEURDG���(GOHU��0H\HU�.UDKPHU
DQG�5HJHU����������7KH�WKUHH�VWURQJHVW�PRWLYHV�IRU�WKH�(XURSHDQ�FRPSDQLHV
ZHUH�WR�WDNH�DGYDQWDJH�RI�WHFKQRORJ\�GHYHORSHG�E\�IRUHLJQ�FRPSDQLHV��WR�OHDUQ
IURP�OHDG�PDUNHWV�FXVWRPHUV�DQG�WR�DGDSW�SURGXFWV�WR�ORFDO�QHHGV���)RU
-DSDQHVH�FRPSDQLHV��OHDUQLQJ�DQG�JHQHUDWLQJ�NQRZOHGJH�DEURDG�ZHUH�PRUH
LPSRUWDQW���7KH\�ZDQWHG�WR�OHDUQ�IURP�OHDG�PDUNHWV�FXVWRPHUV��WR�NHHS�DEUHDVW
RI�IRUHLJQ�WHFKQRORJ\�DQG�WR�KDYH�DFFHVV�WR�IRUHLJQ�UHVHDUFKHUV�DQG�WDOHQW
�FRQILUPLQJ�*UDQVWUDQG����������1RUWK�$PHULFDQ�FRPSDQLHV�ZHUH�VWURQJO\
PRWLYDWHG�E\�WKH�QHHG�WR�DGDSW�SURGXFWV�WR�ORFDO�UHTXLUHPHQWV��WR�VXSSRUW�QRQ�
GRPHVWLF�PDQXIDFWXULQJ�FDSDELOLW\��DQG�WR�JDLQ�DFFHVV�WR�VNLOOHG�UHVHDUFKHUV�
([KLELW�������0RWLYDWLRQV�IRU�01&V�IURP�WKH�7ULDG�5HJLRQV�WR�,QYHVW

LQ�5	'�$EURDG
}�~<�C� �A�<~t� � �'�)� ���'� ��� �A�<~t� � �4�$�

0 0,5 1 1,5 2 2,5 3 3,5 4 4,5 5

To adapt products to local requirements, regulations,
ingredients,...

To get access to skilled researchers and new talent

To learn from foreign lead markets or lead customers

To take advantage of technology developed by
foreign companies

To keep abreast of foreign technologies

To support non-domestic manufacturing capability

To comply with local market access regulations or
pressures

To take advantage of foreign publicly-funded R&D
programs

Not satisfied with the firm environment in home
country

European MNEs
Japanese MNEs
N-American MNEs
all

6RXUFH��(GOHU��0H\HU�.UDKPHU�DQG�5HJHU�������

,PSRUWDQW�SRLQWV�IRU�(8�SROLF\PDNHUV�WR�QRWH�DUH�WKH�ORZHU�UDQNLQJV�JLYHQ�E\
ILUPV�IURP�DOO�WKUHH�UHJLRQV�WR�GLVDIIHFWLRQ�ZLWK�IUDPHZRUN�FRQGLWLRQV�LQ�WKHLU�RZQ
FRXQWULHV�DQG�WR�WKH�GHVLUH�WR�WDNH�DGYDQWDJH�RI�IRUHLJQ�SXEOLFO\�IXQGHG�5	'
SURJUDPPHV���)LUPV�GR�QRW�VHHN�WR�ORFDWH�5	'�FDSDFLW\�DEURDG�IRU�QHJDWLYH
UHDVRQV��QRU�RXW�RI�D�GHVLUH�WR�VHHN�VXEVLGLHV���3XEOLFO\�IXQGHG�5	'�SURJUDPPHV
DUH�LPSRUWDQW�LQDVPXFK�DV�WKH\�LPSURYH�WKH�5	'�DQG�WHFKQRORJLFDO�DQG
LQQRYDWLRQ�FDSDFLWLHV�RI�UHJLRQV��ZKLFK�DUH�LPSRUWDQW�PDJQHWV�IRU�IRUHLJQ�ILUPV�
EXW�WKH�SURVSHFW�RI�SDUWLFLSDWLRQ�LQ�WKH�SURJUDPPHV�WKHPVHOYHV�LV�QRW�DQ
LPSRUWDQW�PDJQHW�DWWUDFWLQJ�IRUHLJQ�5	'�FDSDFLW\��WKRXJK�LW�GRHV�SOD\�D�SDUW�LQ
LWV�UHWHQWLRQ����7KH�SULQFLSDO�IDFWRUV�DIIHFWLQJ�LQZDUG�5	'�LQYHVWPHQW�GHFLVLRQV
DUH�SUR[LPLW\�WR�NH\�PDUNHWV��WKH�DYDLODELOLW\�RI�VNLOOHG�UHVHDUFKHUV��DQG�DFFHVV�WR
WKH�JHQHUDO�NQRZOHGJH�LQIUDVWUXFWXUH���+HQFH�WKH�PRVW�LPSRUWDQW�SROLF\
PHDVXUHV�DUH�WKRVH�ZKLFK�VWUHQJWKHQ�(XURSHDQ�PDUNHWV�E\�UHPRYLQJ�EDUULHUV�
WKRVH�ZKLFK�OHDG�WR�JUHDWHU�QXPEHUV�RI�KLJKO\�VNLOOHG�SHRSOH��DQG�JHQHUDO
LQYHVWPHQW�LQ�KLJK�TXDOLW\�VFLHQFH�DQG�WHFKQRORJ\���,Q�DGGLWLRQ��LW�LV�LPSRUWDQW�WR
VWLPXODWH�WKH�TXDOLW\�DQG�VFDOH�RI�GHPDQG�YLD�UHJXODWLRQ�DQG�RU�SURFXUHPHQW�LQ
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RUGHU�WR�FUHDWH�µDGYDQFHG�GHPDQG¶�RU�OHDG�PDUNHWV���$�OHDG�PDUNHW�LV�RQH�LQ
ZKLFK�D�FRPSDQ\�LV�PRWLYDWHG�WR�UHVHDUFK��GHYHORS�DQG�LQWURGXFH�LQQRYDWLYH
JRRGV�WKDW�ZLOO�HYHQWXDOO\�EH�LQWURGXFHG�WR�RWKHU�PDUNHWV�

,PSOHPHQWLQJ�3URFXUHPHQW�3ROLF\

7KH�SRWHQWLDOO\�SRZHUIXO�UROH�SURFXUHPHQW�SROLF\�FDQ�SOD\�LQ�FUHDWLQJ�OHDG
PDUNHWV�DQG�UDLVLQJ�5	'�LQYHVWPHQW�OHYHOV�LQ�WKH�(8�GHVHUYHV�VSHFLDO�PHQWLRQ�
+LVWRULFDOO\��WKH�SXEOLF�SURFXUHPHQW�RI�JRRGV�DQG�VHUYLFHV�KDV�EHHQ�D�PDMRU
LQVWUXPHQW�RI�LQQRYDWLRQ�SROLF\��WKRXJK�LW�KDV�QRW�EHHQ�HPSKDVLVHG�LQ�UHFHQW
\HDUV���7KHUH�DUH�WKUHH�PDLQ�W\SHV�RI�SURFXUHPHQW�SROLF\��WZR�RI�ZKLFK�LQYROYH
5	'�

• µ5HJXODU¶�SURFXUHPHQW��ZKHUH�UHDG\�PDGH�SURGXFWV�DUH�ERXJKW�µRII�WKH�
VKHOI¶�DQG�ZKHUH�QR�5	'�RU�LQQRYDWLRQ�LV�LQYROYHG�

• 3URFXUHPHQW�RI�5	'�GLUHFWO\�E\�JRYHUQPHQW�LQ�VXSSRUW�RI�LWV�RZQ�QHHGV�
ZKLFK�QRUPDOO\�LQYROYHV�5	'�LQ�VXSSRUW�RI�SROLF\�DQG�UHJXODWLRQ�

• 3XEOLF�7HFKQRORJ\�3URFXUHPHQW��373���GHILQHG�HDUOLHU�WR�EH�SURFXUHPHQW
WKDW�QHFHVVDULO\�LQYROYHV�DQ�HOHPHQW�RI�5	'�DQG�LQQRYDWLRQ�WR�SURGXFH
WKH�SURGXFW�RU�VHUYLFH�VSHFLILHG�E\�WKH�FXVWRPHU�

8QGHU�WKH�ULJKW�FRQGLWLRQV��SROLFLHV�IRU�SXEOLF�SURFXUHPHQW�RI�5	'�LQ�VXSSRUW�RI
WKH�PDQ\�IXQFWLRQV�SHUIRUPHG�E\�JRYHUQPHQW��SROLF\�GHYHORSPHQW��OHJLVODWLRQ�
UHJXODWLRQ�HWF���FDQ�EH�OHYHUDJHG�WR�LQFUHDVH�OHYHOV�RI�5	'�H[SHQGLWXUH��IRU
H[DPSOH�E\�HQFRXUDJLQJ�UHVHDUFK�FRQWUDFWRUV�WR�GHYHORS�VSLQ�RII�LQQRYDWLRQV
EDVHG�XSRQ�WKH�UHVHDUFK�ILQGLQJV���7KH�LQVWUXPHQW�ZLWK�WKH�JUHDWHVW�SRWHQWLDO�IRU
UDLVLQJ�SULYDWH�VHFWRU�OHYHOV�RI�LQYHVWPHQW�LQ�5	'��KRZHYHU��LV�3XEOLF�7HFKQRORJ\
3URFXUHPHQW�

3XEOLF�7HFKQRORJ\�3URFXUHPHQW
7KH�SRWHQWLDO�RI�WKLV�SROLF\�LQVWUXPHQW�LV�YHU\�ODUJH���(8�ILJXUHV�LQGLFDWH�WKDW
����ELOOLRQ�RU�����RI�WKH�(8¶V�*'3�LV�VSHQW�DQQXDOO\�RQ�SXEOLF�SURFXUHPHQW�

:KLOH�PRVW�RI�WKLV�LV�FXUUHQWO\�IRU�µRII�WKH�VKHOI¶�SURGXFWV��PDQ\�DUHDV�RIIHU�VFRSH
IRU�D�JUHDWHU�HPSKDVLV�RQ�LQQRYDWLYH�SURGXFWV���$�FKDQJH�RI�HPSKDVLV�RI�WKLV
W\SH��H�J��D�UHTXLUHPHQW�WKDW�������RI�DOO�SXEOLF�SURFXUHPHQW�FRQWUDFWV�VKRXOG
FRQWDLQ�DQ�LQQRYDWLRQ�RU�5	'�FRPSRQHQW��FRXOG�DWWUDFW�VLJQLILFDQW�QHZ�UHVRXUFHV
IRU�LQQRYDWLRQ�DQG�KHQFH�IRU�5	'�
373�LV�GHSHQGHQW�XSRQ�FORVH�UHODWLRQV�EHWZHHQ�EX\HU�DQG�VHOOHU�DQG�WKH
GHYHORSPHQW�RI�PXWXDO�OHDUQLQJ���%HFDXVH�RI�WKH�ULVNV�RI�DQWLFRPSHWLWLYH
EHKDYLRXU��VXFK�FROODERUDWLRQ�LV�QR�ORQJHU�HQFRXUDJHG�H[FHSW�LQ�WKH�GHIHQFH
VSKHUH���7KHUH�LV�D�VWURQJ�FDVH��KRZHYHU��IRU�D�QHZ�WUDGH�RII�EHWZHHQ�WKH
PD[LPLVDWLRQ�RI�FRPSHWLWLRQ�DQG�WKH�SURPRWLRQ�RI�LQQRYDWLRQ���7KH�8.¶V�6PDUW
3URFXUHPHQW�,QLWLDWLYH�LQ�WKH�GHIHQFH�VHFWRU�LV�RQH�LQVWDQFH�ZKHUH�WKH�VSRQVRUV
VWHSSHG�EDFN�IURP�D�IXOO\�FRPSHWLWLYH�PDUNHW�PRGHO�DIWHU�UHDOLVLQJ�WKDW�WKH�SXEOLF
LQWHUHVW�LV�QRW�VHUYHG�E\�WKH�H[FHVVLYH�WUDQVIHU�RI�ULVN�WR�FRQWUDFWLQJ�ILUPV�XQDEOH
WR�EHDU�WKDW�ULVN���7KLV�W\SH�RI�SDUWQHUVKLS�PRGHO�FRXOG�EH�EURDGO\�H[WHQGHG��EXW
LW�UHTXLUHV�JRYHUQPHQW�DJHQFLHV�HLWKHU�WR�SRVVHVV��RU�WR�KDYH�DFFHVV�WR��KLJK
OHYHOV�RI�H[SHUWLVH�LQ�WKH�WHFKQRORJ\��LQQRYDWLRQ�DQG�LQGXVWULDO�GRPDLQV
FRQFHUQHG���,Q�SDUWLFXODU��WKH�SXEOLF�VHFWRU�LWVHOI�QHHGV�WR�FRQGXFW�5	'�LQ�WKHVH
DUHDV�LI�LW�LV�WR�EHFRPH�DQ�µLQWHOOLJHQW�FXVWRPHU¶�DEOH�WR�IRUPXODWH�UHDOLVWLF�DQG
LQIRUPHG�WHFKQRORJLFDO�VSHFLILFDWLRQV���2YHU�UHFHQW�\HDUV��KRZHYHU��LQWHOOLJHQW
SXUFKDVLQJ�FDSDELOLW\�ZLWKLQ�JRYHUQPHQW�KDV�EHHQ�HURGHG�LQ�PDQ\�FRXQWULHV�DQG
ZLOO�QHHG�WR�EH�UHEXLOW��ZKLFK�LQ�WXUQ�ZLOO�UHTXLUH�LQFUHDVHG�H[SHQGLWXUH�RQ�5	'
E\�WKH�SXEOLF�VHFWRU�DV�ZHOO�DV�WKH�SULYDWH�VHFWRU�
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6XFFHVVIXO�8VH�RI�373�LQ�7HOHFRPPXQLFDWLRQV
7KH�1RUGLF�FRXQWULHV�KDYH�VXFFHVVIXOO\�XVHG�373�WR�VWUHQJWKHQ�QDWLRQDO�5	'�DQG
WHFKQRORJLFDO�DQG�LQQRYDWLRQ�FDSDFLW\���2QH�H[DPSOH�ZDV�WKH�GHYHORSPHQW�RI�WKH
ILUVW�GLJLWDO�VZLWFKLQJ�WHFKQRORJ\��WKH�$;(�V\VWHP��ZKLFK�ZDV�SURFXUHG�E\
7HOHYHUNHW��WKH�SXEOLF�WHOHSKRQH�PRQRSRO\�DW�WKH�WLPH��DQG�VXSSOLHG�E\�(ULFVVRQ�
7KLV�FUHDWHG�D�VWURQJ�FRPSDUDWLYH�DGYDQWDJH�IRU�(ULFVVRQ�WKDW�ODVWHG�IRU�GHFDGHV
�)ULGOXQG��������
$IWHU�WKH�107�����PRELOH�WHOHSKRQ\�VWDQGDUG�KDG�EHHQ�GHYHORSHG�E\�WKH�1RUGLF
377V��WKH�6ZHGLVK�377�XVHG�WKLV�VWDQGDUG�LQ�GHULYLQJ�D�IXQFWLRQDO�VSHFLILFDWLRQ
IRU�IRXU�RUGHUV�IRU�PRELOH�V\VWHPV��ZKLFK�GLG�QRW�H[LVW�DW�WKDW�WLPH����2QH�RI
WKHVH�RUGHUV�OHG�WR�WKH�GHYHORSPHQW�RI�WKH�ILUVW�GLJLWDO�VZLWFK�IRU�PRELOH
WHOHFRPV��GHYHORSHG�E\�(ULFVVRQ�DQG�EDVHG�RQ�WKH�$;(�V\VWHP���(ULFVVRQ�ZDV
UHOXFWDQW�DW�WKH�WLPH�WR�VWDUW�WKLV�DGDSWDWLRQ�RI�WKH�$;(�DQG�KDG�WR�EH
HQFRXUDJHG�WR�GR�VR�E\�WKH�377��/LQGPDUN��������(GTXLVW����������373�SOD\HG�D
VLPLODU�UROH�LQ�WKH�GHYHORSPHQW�RI�WKH�)LQQLVK�PRELOH�WHOHFRPPXQLFDWLRQV
HTXLSPHQW�SURGXFLQJ�LQGXVWU\��3DOPEHUJ��������

'HIHQFH�5	'

3XEOLF�7HFKQRORJ\�3URFXUHPHQW�LV�PRVW�ZLGHVSUHDG�LQ�WKH�GHIHQFH�VHFWRU�
'HIHQFH�LV�DQ�DUHD�RI�YHU\�VXEVWDQWLDO�HTXLSPHQW�SURFXUHPHQW�DQG��LQ�VRPH
FRXQWULHV��RI�FRQWLQXLQJ�ODUJH�VFDOH�JRYHUQPHQW�VSHQGLQJ�RQ�LQGXVWULDO�5	'�
GHVSLWH�WKH�FXWEDFNV�VLQFH�WKH�HQG�RI�WKH�&ROG�:DU���$WWHPSWV�RYHU�UHFHQW�\HDUV
WR�GHYHORS�GXDO�XVH�WHFKQRORJLHV�WKDW�DOORZ�WKH�UHVXOWV�RI�5	'�WR�EH�H[SORLWHG�LQ
WKH�GHYHORSPHQW�RI�ERWK�FLYLO�DQG�GHIHQFH�UHODWHG�WHFKQRORJLHV�KDYH�IRFXVHG
XSRQ�UHGXFLQJ�WKH�5	'�EXUGHQ�DQG�LPSURYLQJ�WKH�SURGXFWLYLW\�RI�5	'��UDWKHU
WKDQ�LQFUHDVLQJ�WKH�VKDUH�RI�5	'�ZLWKLQ�WKH�GHIHQFH�VHFWRU�SHU�VH���7KH�KLJK
FRVWV�RI�GHIHQFH�5	'�DQG�WKH�UHODWLYHO\�HQRUPRXV�H[SHQGLWXUH�RI�WKH�86$�KDYH
SXW�SUHVVXUH�XSRQ�(XURSHDQ�JRYHUQPHQWV�DQG�GHIHQFH�FRQWUDFWRUV�DOLNH��DQG�RQH
ZD\�IRUZDUG�KDV�EHHQ�YLD�HFRQRPLHV�RI�VFDOH�DFKLHYHG�WKURXJK�LQWHUQDWLRQDO
FROODERUDWLRQ�DQG�LQGXVWULDO�UHVWUXFWXULQJ���)RU�H[DPSOH��'HIHQFH�0LQLVWHUV�LQ�VL[
(XURSHDQ�FRXQWULHV�KDYH�ODXQFKHG�DQ�LQLWLDWLYH�WR�SURPRWH�WKHVH�RXWFRPHV
WKURXJK�WKH�/HWWHU�RI�,QWHQW�)UDPHZRUN�$JUHHPHQW�SURFHVV���,Q�SDUWLFXODU�
KDUPRQLVHG�UHTXLUHPHQWV�DQG�FRRSHUDWLYH�VROXWLRQV�WR�GHIHQFH�WHFKQRORJ\
SUREOHPV�DUH�EHLQJ�VRXJKW��ZLWK�HIIRUWV�EHLQJ�PDGH�WR�DGGUHVV�EDUULHUV�VXFK�DV
VHFXULW\�FRQFHUQV�DQG�LQWHOOHFWXDO�SURSHUW\�ULJKWV���6LPLODUO\��WKH�2UJDQLVDWLRQ�IRU
-RLQW�$UPDPHQW�&R�RSHUDWLRQ��2&&$5��LV�DQ�LQWHUQDWLRQDO�(XURSHDQ�$JHQF\
LQYROYLQJ�)UDQFH��,WDO\��*HUPDQ\�DQG�WKH�8.���,WV�PLVVLRQ�LV�WR�EHFRPH�WKH�EHVW
LQWHUQDWLRQDO�GHIHQFH�SURFXUHPHQW�DJHQF\�LQ�WKH�ZRUOG�YLD�WKH�DSSOLFDWLRQ�RI
SULQFLSOHV�VXFK�DV�WKH�UHQXQFLDWLRQ�RI�MXVWH�UHWRXU�DQG�GHWHUPLQHG�HIIRUWV�WR
KDUPRQLVH�UHTXLUHPHQWV�DFURVV�WKH�FRXQWULHV�LQYROYHG�
$�VSHFLILF�FDVH�LQ�GHIHQFH�SURFXUHPHQW�LV�WKH�GLUHFW�IXQGLQJ�RI�5	'�IRU�PLOLWDU\
QHHGV���3UREDEO\�WKH�EHVW�NQRZQ�DJHQF\�LQ�WKLV�UHVSHFW�LV�WKH�86�'HIHQVH
$GYDQFHG�5HVHDUFK�3URMHFWV�$JHQF\��'$53$����:LWK�D�)<�����EXGJHW�RI�����
ELOOLRQ�� ����ELOOLRQ���WKLV�DJHQF\¶V�PLVVLRQ�VLQFH������KDV�EHHQ�WR�HQVXUH�86
OHDGHUVKLS�LQ�PLOLWDU\�WHFKQRORJ\���$�VPDOO��IOH[LEOH�DQG�QRQ�EXUHDXFUDWLF�FHQWUDO
RIILFH�GHYHORSV�WRSLFV�IRU�IXQGLQJ�DQG�VHOHFWV�SURMHFWV�IURP�FRQWUDFWRUV�GUDZQ
IURP�LQGXVWU\�DQG�RIWHQ�XQLYHUVLWLHV���7\SLFDO�SURMHFWV�DUH�LQ�WKH�UDQJH�RI�������
PLOOLRQ�� �����PLOOLRQ���WKRXJK�PDQ\�DUH�VPDOOHU���$V�D�JRYHUQPHQW�IXQGLQJ
DJHQF\��LW�LV�XQXVXDO�LQ�WKDW�LW�LV�DEOH�WR�VXSSRUW�D�WHFKQRORJ\�DUHD�IURP�DFDGHPLF
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UHVHDUFK�WKURXJK�WR�FRPPHUFLDO�VXFFHVV�ZLWKRXW�JDSV��VR�ORQJ�DV�WKHUH�LV�D�FOHDU
GHIHQFH�REMHFWLYH��(W]NRZLW]�HW�DO��������

6PDUW�3URFXUHPHQW�±�8.�0LQLVWU\�RI�'HIHQFH
7KH�8.�0LQLVWU\�RI�'HIHQFH�VSHQGV�DURXQG� ���ELOOLRQ�SHU�DQQXP�RQ�SURFXULQJ
DQG�VXSSRUWLQJ�PLOLWDU\�HTXLSPHQW���$�6WUDWHJLF�'HIHQFH�5HYLHZ�KLJKOLJKWHG�D
QHHG�IRU�UDGLFDO�FKDQJHV�LQ�GHIHQFH�SURFXUHPHQW�WR�DYRLG�ORQJ�DQG�FRVWO\�GHOD\V
LQ�PDMRU�SURJUDPPHV���$PRQJ�WKH�ZHDNQHVVHV�LGHQWLILHG�ZHUH�WKH�WUDQVIHU�RI
FRPPHUFLDO�DQG�WHFKQLFDO�ULVNV�WR�FRQWUDFWRUV�XQDEOH�WR�DEVRUE�WKHVH�ULVNV��DQG
GHOD\V�LQ�GHFLVLRQ�PDNLQJ�LQYROYLQJ�FROODERUDWLYH�SURMHFWV���$�SDUWLFXODU�ZHDNQHVV
ZDV�WKH�IDLOXUH�WR�VWULNH�WKH�ULJKW�EDODQFH�EHWZHHQ�FRVW��WLPH�DQG�SHUIRUPDQFH�LQ
WKH�YHU\�HDUO\�VWDJHV�RI�SURMHFWV���,QVXIILFLHQW�LQYHVWPHQW�LQ�ULVN�UHGXFWLRQ�DW�WKLV
VWDJH�SURYHG�YHU\�FRVWO\�ODWHU�RQ���2WKHU�ZHDNQHVVHV�LQFOXGHG�D�WHQGHQF\�WR�XVH
WKH�VDPH�DSSURDFK�WR�SURFXUHPHQW�IRU�ZLGHO\�GLIIHULQJ�SURMHFWV��D�IDLOXUH�WR
GHOHJDWH�VXIILFLHQW�DXWKRULW\�WR�SURMHFW�PDQDJHUV��DQG�IDLOXUH�WR�SURYLGH�SURSHUO\
WDUJHWHG�LQFHQWLYHV�WR�ERWK�FRQWUDFWRUV�DQG�VWDII�
7R�DGGUHVV�WKHVH�SUREOHPV��D�UHYROXWLRQDU\�DSSURDFK�NQRZQ�DV�WKH�6PDUW
3URFXUHPHQW�,QLWLDWLYH��63,��ZDV�LQWURGXFHG���7KLV�DLPHG�WR�GHOLYHU�SURMHFWV�RQ
WLPH�DQG�WR�FRVW�WKURXJK�RUJDQLVDWLRQDO��VWDII�WUDLQLQJ�DQG�SURFHGXUDO�FKDQJHV�LQ
DFTXLVLWLRQ�EHKDYLRXU���,QFOXGHG�DPRQJ�WKH�FKDQJHV�ZHUH�WKH�DGRSWLRQ�RI
VHSDUDWH�SURFXUHPHQW�DSSURDFKHV�IRU�PDMRU�DQG�PLQRU�SURMHFWV�DQG�IRU
FRPPRGLW\�DQG�RWKHU�ORZ�ULVN�LWHPV���2I�SDUWLFXODU�UHOHYDQFH�ZDV�D�PRYH�DZD\
IURP�FRPSHWLWLYH�WHQGHULQJ�WRZDUGV�IRUPDO�SDUWQHULQJ�DUUDQJHPHQWV�ZLWK
LQGXVWU\�±�DUUDQJHPHQWV�WKDW�SURYLGHG�ILUPV�ZLWK�VLJQLILFDQW�LQFHQWLYHV�WR
SHUIRUP�ZHOO�DQG�VKDUH�WKH�EHQHILWV���:KHQ�QHZ�SURMHFWV�DUH�FRQFHLYHG��LQGXVWU\
KHOSV�WR�HVWDEOLVK�WHFKQLFDO�IHDVLELOLW\�DQG�WR�HVWLPDWH�FRVWV����$IWHU�WHQGHULQJ
SURFHGXUHV�KDYH�EHHQ�FRPSOHWHG��LQGXVWU\�LV�WKHQ�UHSUHVHQWHG�RQ�,QWHJUDWHG
3URMHFW�7HDPV�WKDW�RYHUVHH�SURMHFWV�IRU�WKH�UHPDLQGHU�RI�WKHLU�OLIHVSDQ�

'$53$�FODLPV�D�QXPEHU�RI�KLVWRULFDO�VXFFHVVHV�DV�D�UHVXOW�RI�LWV�ZRUN��LQFOXGLQJ
³EHWZHHQ�D�WKLUG�DQG�D�KDOI�RI�DOO�WKH�PDMRU�LQQRYDWLRQV�LQ�FRPSXWHU�VFLHQFH�DQG
WHFKQRORJ\´��'HUWRX]RV����������,Q�SDUWLFXODU��'$53$�SOD\HG�D�NH\�UROH�LQ�WKH
HPHUJHQFH�RI�DUHDV�VXFK�DV�PLFURHOHFWURQLFV��FRPSXWLQJ�DQG�QHWZRUN
FRPPXQLFDWLRQV�DQG�H[HUWV�FRQVLGHUDEOH�LQIOXHQFH�RQ�WKH�WHFKQRORJLFDO�GLUHFWLRQV
WDNHQ�LQ�GHIHQFH�DQG�QRQ�GHIHQFH�PDUNHWV���,Q�WKH�HDUO\�����V��WKLV�HYHQ�OHG�WR
WKH�LGHD�WKDW�'$53$�PLJKW�H[WHQG�LWV�VFRSH�EH\RQG�GHIHQFH��ZLWK�WKH�UHVXOW�WKDW
LWV�QDPH�ZDV�WHPSRUDULO\�FKDQJHG�EHWZHHQ������DQG������WR�LWV�RULJLQDO
IRUPXODWLRQ��$53$��
7KH�VXFFHVV�RI�'$53$�LQ�WKH�86�KDV�LPSOLFDWLRQV�DQG�OHVVRQV�IRU�WKH�VWLPXODWLRQ
RI�ERWK�GHIHQFH�DQG�FLYLO�5	'�LQ�WKH�(8���)LUVW��LW�VKRXOG�EH�UHFRJQLVHG�WKDW�SDUW
RI�WKH�5	'�JDS�EHWZHHQ�WKH�(8�DQG�WKH�86$�VWHPV�IURP�WKH�KLJK�OHYHO�RI
GHIHQFH�H[SHQGLWXUH�LQ�WKDW�FRXQWU\���3URJUDPPHV�VXFK�DV�'$53$��FRPELQHG
ZLWK�D�KXJH�PDUNHW�IRU�LQQRYDWLYH�JRRGV��SURYLGH�D�PDMRU�VWLPXOXV�IRU�FRPSDQ\�
IXQGHG�DV�ZHOO�DV�FRQWUDFWHG�5	'���7KH�UHVWUXFWXULQJ�RI�WKH�GHIHQFH�VHFWRU�DQG
FRPPRQ�SURFXUHPHQW�LQ�(XURSH�DUH�FOHDUO\�EHQHILFLDO�DSSURDFKHV��EXW�XQOHVV
WKHUH�LV�D�PDMRU�VKLIW�LQ�SROLF\�WKHUH�LV�QR�SRVVLELOLW\�RI�UHDFKLQJ�WKH�86�VFDOH�RI
DFWLYLW\���,I�(XURSH�LV�WR�KDYH�DQ�HTXLYDOHQW�SURFXUHPHQW�OHG�WHFKQRORJ\�EDVH�
3XEOLF�7HFKQRORJ\�3URFXUHPHQW�ZLOO�QHHG�WR�H[WHQG�WR�WKH�FLYLO�VHFWRU���/HVVRQV�LQ
SURFXUHPHQW�SUDFWLFH�FDQ�EH�GUDZQ�IURP�WKH�GHIHQFH�ZRUOG��KRZHYHU��LQFOXGLQJ
WKH�EHQHILWV�RI�IOH[LELOLW\��SDUWQHUVKLS�ZLWK�LQGXVWU\�DQG�WKH�SRWHQWLDO�IRU�SD\EDFN
RQ�5	'��DV�LOOXVWUDWHG�E\�WKH�'$53$�FDVH���5HSURGXFLQJ�WKHVH�FRQGLWLRQV�LQ
FLYLOLDQ�FLUFXPVWDQFHV�ZLOO�QHYHUWKHOHVV�EH�D�PDMRU�WDVN��UHTXLULQJ�FKDQJHV�LQ
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UHJXODWLRQV��DWWLWXGHV�DQG�OHYHOV�RI�WHFKQRORJLFDO�H[SHUWLVH�LQ�JRYHUQPHQW
GHSDUWPHQWV�

��������7KH�,QIOXHQFH�RI�)UDPHZRUN�&RQGLWLRQV
$�VWURQJ�VFLHQFH�EDVH�LV�D�SUHFRQGLWLRQ�IRU�WKH�VXFFHVV�RI�PDQ\�RI�WKH�MRLQW
UHVHDUFK��QHWZRUNLQJ�DQG�WHFKQRORJ\�WUDQVIHU�DFWLYLWLHV�LQYROYLQJ�ERWK�LQGXVWU\
DQG�WKH�DFDGHPLF�VHFWRU���,W�FUHDWHV�RSSRUWXQLWLHV�IRU�LQQRYDWLRQ�WKURXJK�WKH
SURGXFWLRQ�RI�QHZ�NQRZOHGJH�DQG�LV�WKH�PRVW�LPSRUWDQW�VRXUFH�RI�WUDLQHG
SHRSOH���,W�DOVR�SURYLGHV�ILUPV�ZLWK�D�ZLQGRZ�RQ�WKH�ZRUOG�RI�UHVHDUFK���0DQ\
GLUHFW�PHDVXUHV�VHHN�WR�LQFUHDVH�WKH�OHYHUDJH�RI�WKH�VFLHQFH�EDVH�E\�LPSURYLQJ
LWV�OLQNDJHV�ZLWK�EXVLQHVV�RU�E\�VXSSRUWLQJ�FRPPHUFLDOLVDWLRQ�DQG�WKH�IRUPDWLRQ
RI�QHZ�FRPSDQLHV���5HFHQW�DQDO\VHV�KDYH�LOOXVWUDWHG�WKDW��GHVSLWH�LWV�PDQ\
VWUHQJWKV��WKH�VFLHQFH�EDVH�LQ�(XURSH�LV�QRW�EHLQJ�IXOO\�H[SORLWHG���,Q�PDQ\�ILHOGV
WKH�SDWWHUQ�LV�RQH�RI�µLVODQGV�RI�H[FHOOHQFH¶�UDWKHU�WKDQ�WKH�VWURQJ�FRQFHQWUDWLRQV
WKDW�FDQ�EH�IRXQG�LQ�WKH�86$���7KLV�OLPLWV�HFRQRPLHV�RI�VFDOH�LQ�HTXLSPHQW�DQG
SUHYHQWV�WKH�FULWLFDO�PDVVHV�QHHGHG�IRU�LQWHUGLVFLSOLQDULW\�IURP�GHYHORSLQJ���,W
DOVR�LQFUHDVHV�WKH�VHDUFK�DQG�FROODERUDWLRQ�FRVWV�IRU�(XURSHDQ�LQGXVWU\�DW�D�WLPH
ZKHQ�PDMRU�FRPSDQLHV�DUH�VHHNLQJ�WR�PDLQWDLQ�ORQJ�WHUP�UHODWLRQVKLSV�LQ�ERWK
UHVHDUFK�DQG�WUDLQLQJ�E\�IRFXVLQJ�WKHLU�FROODERUDWLYH�DFWLYLWLHV�XSRQ�D�VPDOOHU
JURXS�RI�DFDGHPLF�LQVWLWXWLRQV���7KH�LPSOLFDWLRQ�LV�WKDW�UDGLFDO�UHVWUXFWXULQJ�LV
QHHGHG�LQ�VRPH�VFLHQFH�DQG�WHFKQRORJ\�ILHOGV�YLD�SROLFLHV�EDVHG�XSRQ�VHOHFWLYLW\�
WKH�FRQFHQWUDWLRQ�RI�UHVRXUFHV�DQG�WKH�FUHDWLRQ�RI�µ&HQWUHV�RI�([FHOOHQFH¶�
'LUHFW�PHDVXUHV�DLPHG�DW�LQFUHDVLQJ�SULYDWH�VHFWRU�5	'�OHYHOV�FDQ�RQO\�VXFFHHG
LI�VXIILFLHQW�KLJK�TXDOLW\�UHVHDUFKHUV�DUH�LQ�SODFH�WR�FDUU\�RXW�WKH�DGGLWLRQDO
UHVHDUFK�HIIRUW��QRW�WR�PHQWLRQ�WKH�QHHG�IRU�D�PRUH�LQQRYDWLRQ�DZDUH�ZRUNIRUFH
JHQHUDOO\��7KHUH�DUH�ZLGH�YDULDWLRQV�LQ�WKH�TXDOLW\�DQG�TXDQWLW\�RI�UHVHDUFKHUV
DFURVV�WKH�(8��KRZHYHU��DQG�DJJUHJDWH�OHYHOV�DUH�QRW�LPSURYLQJ�DW�D�UDWH�OLNHO\
WR�VDWLVI\�WKH�GHPDQGV�RI�WKH����5	'�WDUJHW����3ROLF\�LQLWLDWLYHV�DORQJ�PDQ\
IURQWV�DUH�QHHGHG�WR�UHFWLI\�WKLV�VLWXDWLRQ���6XSSRUW�IRU�EDVLF�VFLHQFH�DQG
HQJLQHHULQJ�LQ�XQLYHUVLWLHV�ZLOO�LQYDULDEO\�KDYH�WR�LQFUHDVH��SOXV�WKHUH�LV�VFRSH�IRU
DGGLWLRQDO�GLUHFW�PHDVXUHV�WKDW�UHZDUG�WKH�UHFUXLWPHQW�RI�QHZ�5	'�SHUVRQQHO�LQ
LQGXVWU\�DQG�SURYLGH�WUDLQLQJ�IRU�LQGXVWULDO�SHUVRQQHO�LQ�5	'�DQG�LQQRYDWLRQ
PDQDJHPHQW�
7KH�VXFFHVV�RU�RWKHUZLVH�RI�'LUHFW�0HDVXUHV�DLPHG�DW�LQFUHDVLQJ�SULYDWH�VHFWRU
5	'�OHYHOV�YLD�VXEVLGLHV�IRU�FROODERUDWLYH�5	'�SURMHFWV�LV�JUHDWO\�LQIOXHQFHG�E\
SUHYDLOLQJ�,35�UHJLPHV���5HJLPHV�WKDW�IDYRXU�DFDGHPLF�LQVWLWXWLRQV�RYHU�LQGXVWU\
FDQ�GHWHU�LQGXVWULDO�SDUWLFLSDWLRQ��ZKLOH�WKH�LQFHQWLYHV�IRU�DFDGHPLFV�DUH�VLPLODUO\
ZHDNHQHG�LI�WKH�FODLPV�RI�LQGXVWU\�DUH�SULRULWLVHG���$Q�HTXLWDEOH�EDODQFH�REYLRXVO\
QHHGV�WR�EH�VWUXFN��ZLWK�VFRSH�IRU�MRLQW�RZQHUVKLS�DQG�H[SORLWDWLRQ���7KH�PRVW
LPSRUWDQW�QHHG��KRZHYHU��LV�IRU�WKH�SDUWLFLSDQWV�LQ�FROODERUDWLYH�SURJUDPPHV�WR
UHDFK�VSHHG\�DJUHHPHQW�RQ�DFFHSWDEOH�,35�DUUDQJHPHQWV�
6WDWH�$LG�UHJXODWLRQV�LQ�(XURSH�DUH�PRUH�UHVWULFWLYH�IRU�JUDQW�VFKHPHV�WKDQ�WKH
FRUUHVSRQGLQJ�UHJXODWLRQV�LQ�WKH�86$���7KH\�DUH�EDVHG�XSRQ�WKH�RXWGDWHG�OLQHDU
PRGHO�RI�LQQRYDWLRQ��ZKLFK�WLHV�OHYHOV�RI�VXSSRUW�WR�VHTXHQWLDO�LQQRYDWLRQ�VWDJHV
WKDW�DUH�QR�ORQJHU�UHFRJQLVHG�DV�GLVWLQFW���)XUWKHUPRUH��HOLJLELOLW\�FULWHULD�WKDW�EDU
VXSSRUW�IRU�µFRUH¶�DFWLYLWLHV�DUH�PLVJXLGHG���7KH\�IDLO�WR�UHFRJQLVH�WKH
LQWHUUHODWHGQHVV�RI�GLIIHUHQW�SDUWV�RI�WKH�LQQRYDWLRQ�SURFHVV�ZLWKLQ�D�ILUP�DQG�WKH
IDFW�WKDW�GHILQLWLRQV�RI�µFRUH¶�YDU\�UDSLGO\�LQ�WXUEXOHQW�WHFKQRORJ\�DQG�EXVLQHVV
HQYLURQPHQWV���7KH\�DOVR�IDLO�WR�UHFRJQLVH�WKDW�UDGLFDO�DQG�ULVN\�LQQRYDWLRQ�FDQ
WDNH�SODFH�ZLWKLQ�D�ILUP¶V�DUHD�RI�FRUH�FRPSHWHQFH���0RUH�IOH[LEOH�DSSURDFKHV�DUH
QHHGHG�WR�RYHUFRPH�WKHVH�GHILFLHQFLHV�LQ�WKH�FXUUHQW�6WDWH�$LG�UHJXODWLRQV�
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���������*RRG�3UDFWLFHV��/HVVRQV�/HDUQHG�DQG�1RYHO�$SSURDFKHV

(OHPHQWV�RI�*RRG�3UDFWLFH

• 'LUHFW�0HDVXUHV�UHTXLUH�D�FOHDU�UDWLRQDOH�LQ�RUGHU�WR�HQVXUH�WKDW
SURJUDPPHV�DGGUHVV�SULRULW\�QHHGV���)RUHVLJKW�H[HUFLVHV�PD\�KHOS�WR
FODULI\�VXFK�QHHGV�

• /DUJHU�SURJUDPPHV�FDQ�EH�PRUH�FRPSUHKHQVLYH�LQ�WKHLU�FRYHUDJH�DQG
DUH�PRUH�YLVLEOH�WR�LQGXVWU\�

• &RRSHUDWLYH�5	'��ERWK�EHWZHHQ�ILUPV�DQG�EHWZHHQ�ILUPV�DQG�VFLHQWLILF
ERGLHV��FDQ�FUHDWH�D�FULWLFDO�PDVV�RI�HIIRUW�

• 3URJUDPPHV�DLPHG�DW�EURDGHQLQJ�WKH�UHVHDUFK�FRPPXQLW\�E\�DWWUDFWLQJ
WUDGLWLRQDO��ORZ�5	'�LQWHQVLYH�ILUPV�DQG�OHQJWKHQLQJ�WKHLU�5	'�KRUL]RQV
XVXDOO\�QHHG�WR�LQYROYH�DGYLVRU\�DQG�VXSSRUW�VHUYLFHV�DV�ZHOO�DV�WKH
VWUDLJKW�SURYLVLRQ�RI�ILQDQFH�

• :LGHQLQJ�WKH�VHW�RI�VWDNHKROGHUV�E\��IRU�H[DPSOH��LQYROYLQJ�VHFWRUDO
PLQLVWULHV�LQFUHDVHV�WKH�VFRSH�IRU�5	'�GHYRWHG�WR�WKH�VROXWLRQ�RI�VRFLDO
SUREOHPV�

• ,GHDOO\��SROLFLHV�RU�SURJUDPPHV�VKRXOG�DLP�WR�PRGLI\�WKH�EHKDYLRXU�RI
SDUWLFLSDQWV�SHUPDQHQWO\�WR�DYRLG�WKH�QHHG�IRU�FRQWLQXLQJ�VXSSRUW�
WKRXJK�RQ�JRLQJ�VXSSRUW�PD\�EH�QHFHVVDU\�LI�WKH�QHHG�WR�FKDQJH�LV�LWVHOI
FRQWLQXRXV�

• 3URJUDPPHV�ZLWK�D�PRELOLW\�HOHPHQW�HQFRXUDJH�WKH�LQWHUFKDQJH�RI
SHUVRQQHO�EHWZHHQ�DFDGHPLD�DQG�LQGXVWU\�DQG�VWUHQJWKHQ�WKH�OLNHOLKRRG
RI�NQRZOHGJH�WUDQVIHU�

(OHPHQWV�RI�%DG�3UDFWLFH

• ([FHVVLYH�DGPLQLVWUDWLYH�RYHUKHDGV�IRU�DSSOLFDQWV�DQG�SDUWLFLSDQWV�DUH
XQIRUWXQDWHO\�FRPPRQ���7KHVH�RIWHQ�UHVXOW�IURP�FRPSOH[�DSSOLFDWLRQ
SURFHGXUHV��ORZ�DSSOLFDWLRQ�VXFFHVV�UDWHV�DQG�WKH�RYHU�]HDORXV
DSSOLFDWLRQ�RI�ILQDQFLDO�YLDELOLW\�FULWHULD�WR�60(V��ZKLFK�DW�EHVW�VFUHHQ�RXW
D�IHZ�SRWHQWLDO�IDLOXUHV�EXW�DW�ZRUVW�GHWHU�ODUJH�QXPEHUV�IURP�HYHQ
DSSO\LQJ���7KH�ODWWHU�SUREOHP�FRXOG�EH�PLWLJDWHG�E\�UHFRJQLVLQJ�WKDW
DFFRXQWDELOLW\�KDV�LWV�OLPLWV�DQG�WKDW�WKH�DGRSWLRQ�RI�ULVN�SRUWIROLR
DSSURDFKHV�ZRXOG�EH�PRUH�DSSURSULDWH���7KHVH�UHFRJQLVH�WKDW�D�FHUWDLQ
SURSRUWLRQ�RI�ILQDQFLDO�IDLOXUHV�LV�DFFHSWDEOH�LI�WKH�FRVWV�DUH�OHVV�WKDQ
WKRVH�LQYROYHG�LQ�DGPLQLVWHULQJ�XQZLHOG\�VFUHHQLQJ�V\VWHPV�

• /DUJH�QXPEHUV�RI�VPDOO�JUDQWV�DQG�ORZ�IXQGLQJ�OHYHOV�SHU�SURMHFW
LQFUHDVH�WKH�UHODWLYH�RYHUKHDG�FRVWV�RI�SDUWLFLSDWLRQ�DQG�UHGXFH�WKH
DWWUDFWLYHQHVV�RI�SURJUDPPHV�WR�ILUPV�

• %URDG�EDVHG�SURJUDPPHV�VSDQQLQJ�PDQ\�VFLHQWLILF�DQG�WHFKQRORJLFDO
DUHDV�FDQ�DGGUHVV�D�ODUJH�QXPEHU�RI�QHHGV�DQG�LQWHUHVWV��EXW�WKH\�PD\
DOVR�IDLO�WR�EXLOG�FULWLFDO�PDVVHV�DQG�UHFWLI\�VSHFLILF�ZHDNQHVVHV�LI�WKH
UHVRXUFHV�DUH�DOORFDWHG�WRR�WKLQO\�RYHU�D�EURDG�SRSXODWLRQ�RI�ILUPV�DQG
LQVWLWXWLRQV�

• 3URFXUHPHQW�RI�5	'�WHQGV�WR�IRFXV�DOPRVW�H[FOXVLYHO\�RQ�ODUJH�ILUPV�LI
WKHUH�DUH�QR�TXRWDV�RU�RWKHU�DUUDQJHPHQWV�LQ�SODFH�WR�HQVXUH�JUHDWHU
60(�LQYROYHPHQW�
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��������*XLGHOLQHV�IRU�)XWXUH�8VH
7KHVH�JXLGHOLQHV�GLVWLQJXLVK�EHWZHHQ�VXSSO\�DQG�GHPDQG�VLGH�SROLFLHV�DQG
IUDPHZRUN�FRQGLWLRQV�ZKHUH�WKHVH�LQYROYH�GLUHFW�PHDVXUHV�

6XSSO\�VLGH

0DQ\�GLUHFW�PHDVXUHV�DUH�QRZ�EDVHG�RQ�UDWLRQDOHV�WKDW�UHIOHFW�WKH�DVFHQGDQFH�RI
EHKDYLRXUDO�DGGLWLRQDOLW\�RYHU�WKH�FRQFHSW�RI�LQSXW�DGGLWLRQDOLW\��,Q�RWKHU�ZRUGV�
PDQ\�SURJUDPPHV�QRZ�UHIOHFW�WKH�EHOLHI�WKDW�LW�LV�DV�LPSRUWDQW�WR�LQIOXHQFH�KRZ
5	'�LV�GRQH�DV�LW�LV�WR�LQIOXHQFH�ZKHWKHU�RU�QRW�LW�LV�GRQH�DW�DOO���&RQVHTXHQWO\�
PRUH�WUDGLWLRQDO�GLUHFW�PHDVXUHV�VXFK�DV�JUDQWV�DQG�UHLPEXUVDEOH�ORDQV�QRZ
SURYLGH�LQFHQWLYHV�IRU�GHYHORSLQJ�QHZ�QHWZRUNV�DQG�FROODERUDWLYH�OLQNDJHV�DQG
DUH�ORFDWHG�ZLWKLQ�WKH�FRQWH[W�RI�EURDGHU�VWUDWHJLHV�VXFK�DV�WKH�GHYHORSPHQW�RI
UHJLRQDO��QDWLRQDO�RU�VHFWRUDO�FOXVWHUV���7KHVH�FUHDWH�FXPXODWLYH�WHFKQRORJLFDO
DVVHWV�WKDW��LQ�WKH�ORQJHU�UXQ��HQDEOH�ILUPV�WR�LQFUHDVH�WKHLU�UHWXUQV�RQ�5	'�DQG�
VXEVHTXHQWO\��WR�UHLQYHVW�LQ�IXUWKHU�5	'�HIIRUWV�
*UDQW�EDVHG�SURJUDPPHV�DUH�RIWHQ�YDOXDEOH�PHDVXUHV�LQ�WKHPVHOYHV��EXW�WKHUH
DUH�OHJLWLPDWH�FRQFHUQV�DERXW�WKH�FRQIXVLQJ�DUUD\�RI�VPDOO�VFDOH�PHDVXUHV�RQ
RIIHU�LQ�PDQ\�QDWLRQDO�VLWXDWLRQV���2Q�WKH�RWKHU�KDQG��ODUJH�DQG�LQIOH[LEOH
LQVWUXPHQWV�GR�QRW�DGDSW�WR�LQGLYLGXDO�FLUFXPVWDQFHV�RU�WR�FKDQJLQJ
WHFKQRORJLFDO�SULRULWLHV�RYHU�WLPH���7KH�ULJKW�PL[�ZRXOG�DSSHDU�WR�EH�D�VPDOO
SRUWIROLR�RI�IOH[LEOH�PHDVXUHV�ZLWK�DGDSWDEOH�UXOHV���7KHUH�LV�DOVR�D�QHHG�IRU
SROLF\�FRRUGLQDWLRQ�WR�HQVXUH�WKDW�DGGUHVVLQJ�GHILFLWV�LQ�RQH�SDUW�RI�WKH�V\VWHP
GRHV�QRW�FUHDWH�ERWWOHQHFNV�HOVHZKHUH�
2QH�DVSHFW�RI�IOH[LELOLW\�LV�FXUUHQWO\�FRQVWUDLQHG�E\�WKH�SUHVHQW�VWUXFWXULQJ�RI
6WDWH�$LGV�DURXQG�WKH�RXWGDWHG�OLQHDU�PRGHO�RI�LQQRYDWLRQ���:KHUH�WKHUH�LV�D
FOHDU�UDWLRQDOH�IRU�VXSSRUW�IURP�SXEOLF�IXQGV��WKHUH�LV�D�VWURQJ�FDVH�IRU�FKDQJLQJ
WKH�UXOHV�WR�DOORZ�DZDUGV�XS�WR�WKH�FXUUHQW�PD[LPXP�OHYHO�RI�VXSSRUW�IRU�LQGXVWU\
������IRU�DQ\�SDUW�RI�WKH�5	'�SURFHVV�
,Q�WHUPV�RI�FRQWULEXWLQJ�WR�WKH����WDUJHW��PHDVXUHV�EDVHG�XSRQ�H[SHQGLWXUH�RI
SXEOLF�IXQGV�DUH�FOHDUO\�FRQVWUDLQHG�LQ�WKHLU�SRWHQWLDO�WR�JURZ�E\�RYHUDOO
EXGJHWDU\�FRQVLGHUDWLRQV���'XULQJ�WKH�UHFHQW�JURZWK�LQ�LQGXVWULDO�5	'��SXEOLF
H[SHQGLWXUH�RQ�5	'�JUHZ�DW�D�PXFK�ORZHU�UDWH��DQG�LQ�VRPH�DUHDV�GLG�QRW�JURZ
DW�DOO���1RZ��DV�EXVLQHVV�VORZV�LWV�JURZWK�LQ�WKH�FXUUHQW�UHFHVVLRQ��ILVFDO
GLIILFXOWLHV�IRU�PDQ\�JRYHUQPHQWV�DUH�LPSDFWLQJ�XSRQ�WKH�IXQGV�DYDLODEOH�IRU
5	'���7KH�FRUH�PHVVDJH�WR�SROLF\PDNHUV�RQ�WKLV�SRLQW�LV�WKDW�VXEVLGLHV��DQG
ILVFDO�LQFHQWLYHV�LI�WKH\�HPSOR\�FRXQWHUF\FOLFDO�WDFWLFV��DUH�PRVW�YDOXDEOH�GXULQJ�D
UHFHVVLRQ���7KH\�HQDEOH�ILUPV�WR�UHEXLOG�WKHLU�WHFKQRORJ\�EDVHV�ZKHQ�WKHLU�RZQ
UHYHQXHV�DUH�VWUHWFKHG���7KH\�DOVR�KHOS�PDLQWDLQ�UHVHDUFK�FDSDFLW\�WKDW�LV�HDVLO\
GHVWUR\HG�EXW�PXFK�PRUH�GLIILFXOW�WR�UHFUHDWH�
7KH�VWUHQJWKV�DQG�OLPLWDWLRQV�RI�5	'�VXSSRUW�SROLFLHV�VKRXOG�EH�FOHDUO\
UHFRJQLVHG���$OWKRXJK�WKH\�KDYH�D�NH\�UROH�WR�SOD\�LQ�UDLVLQJ�EXVLQHVV�5	'�OHYHOV�
WKH\�DUH�RIWHQ�EHVW�GHSOR\HG�LQ�FRQMXQFWLRQ�ZLWK�RWKHU�LQVWUXPHQWV���,Q�WHUPV�RI
DWWUDFWLQJ�LQZDUG�5	'�LQYHVWPHQW��WKH\�DUH�EHVW�FRPSOHPHQWHG�E\�PHDVXUHV
WKDW�IDFLOLWDWH�DFFHVV�WR�PDUNHWV�DQG�VFLHQWLILF�SHUVRQQHO���,Q�FRKHVLRQ�DQG
DFFHVVLRQ�FRXQWULHV��WKH\�DUH�EHVW�XVHG�LQ�FRQMXQFWLRQ�ZLWK�PHDVXUHV�VXSSRUWLQJ
WHFKQRORJ\�WUDQVIHU��VLQFH�SRVVHVVLRQ�RI�DQ�5	'�FDSDFLW\�LV�RIWHQ�WKH�NH\�WR
VXFFHVVIXO�DEVRUSWLRQ�
60(V��SDUWLFXODUO\�WKRVH�LQ�WUDGLWLRQDO�ORZ��DQG�PHGLXP�WHFK�VHFWRUV��RIWHQ�GR�QRW
KDYH�WKH�FDSDELOLW\�WR�SHUIRUP�5	'�HLWKHU�GLUHFWO\�RU�DORQH���7KH�FRQWUDFW
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UHVHDUFK�VHFWRU�KDV�D�YLWDO�UROH�WR�SOD\�LQ�FRPSHQVDWLQJ�IRU�WKHVH�FDSDELOLW\
IDLOXUHV���7KH�PDLQ�FKDOOHQJH�IRU�JRYHUQPHQW�SROLF\�LQ�WKLV�DUHD�LV�WR�HQVXUH�WKDW
FRQWUDFW�UHVHDUFK�RUJDQLVDWLRQV�PDLQWDLQ�WKHLU�VFLHQWLILF�DQG�WHFKQRORJLFDO
FDSDELOLWLHV�YLD�VWUDWHJLF�UHVHDUFK�SURJUDPPHV�JHDUHG�WRZDUGV�WKLV�HQG��DQG�WKDW
VXFK�RUJDQLVDWLRQV�DFW�DV�D�IRFXV�IRU�QHWZRUNLQJ�EHWZHHQ�FRPSDQLHV�DQG
XQLYHUVLWLHV���60(V�WKHPVHOYHV�PXVW�DOVR�EH�HQFRXUDJHG�WR�SHUIRUP�VXIILFLHQW
WHFKQRORJLFDO�ZRUN�WR�FUHDWH�DQG�PDLQWDLQ�DQ�DEVRUSWLYH�FDSDFLW\�IRU�H[WHUQDO
5	'�
7KH�WRWDO�DPRXQW�RI�5	'�EHLQJ�SHUIRUPHG�LQ�(XURSH�LV�FRQVWUDLQHG�E\�WKH
GHILQLWLRQV�LQ�WKH�)UDVFDWL�0DQXDO���7KH�LPSRUWDQFH�RI�WKH�VHUYLFH�VHFWRU�DQG�WKH
JURZWK�RI�QRQ�WHFKQRORJLFDO�LQQRYDWLRQ��ZKLFK�LV�RIWHQ�FRPSOHPHQWDU\�WR
WHFKQRORJLFDO�LQQRYDWLRQ��PDNH�D�FDVH�IRU�UHGHILQLQJ�WKH�FUHDWLRQ�RI�QHZ
NQRZOHGJH�E\�LQGXVWU\�DQG�WKH�DFWLYLWLHV�LQYROYHG�LQ�WKLV�SURFHVV���(YHQ�LI�WKLV
GRHV�QRW�LPSURYH�(XURSH¶V�UDQNLQJ�UHODWLYH�WR�WKH�86$�DQG�-DSDQ��UHFRJQLWLRQ�RI
WKHVH�DFWLYLWLHV�DV�5	'�ZRXOG�EH�D�ILUVW�VWHS�WR�XQGHUVWDQGLQJ�WKH�FRQGLWLRQV�DQG
SROLFLHV�WKDW�FRXOG�VWLPXODWH�LWV�JURZWK�

'HPDQG�VLGH

7KH�PDLQ�DUHD�RI�QHJOHFW�LQ�UHFHQW�\HDUV�LQ�5	'�DQG�LQQRYDWLRQ�SROLF\�VSKHUHV
KDV�EHHQ�GHPDQG�VLGH�SROLFLHV���&HUWDLQO\�PDQ\�FRXQWULHV�KDYH�DWWHPSWHG�WR
VWLPXODWH�DJJUHJDWH�GHPDQG�YLD�WKH�XVH�RI�D�YDULHW\�RI�PDFURHFRQRPLF
LQVWUXPHQWV��EXW�IHZ�KDYH�DFWLYHO\�VRXJKW�WR�OLQN�VXSSO\�DQG�GHPDQG�GLUHFWO\�YLD
WKH�XVH�RI�LQVWUXPHQWV�VXFK�DV�3XEOLF�7HFKQRORJ\�3URFXUHPHQW��ZKLFK�FUHDWHV�D
GHPDQG�IRU�5	'�DQG�VWLPXODWHV�WKH�GHYHORSPHQW�RI�OHDG�PDUNHWV��7KLV�LV
XQIRUWXQDWH�LQ�WKDW�ORVV�RI�DFWXDO�DQG�SRWHQWLDO�5	'�LQYHVWPHQW�IURP�(XURSH�KDV
EHHQ�DV�PXFK�GULYHQ�E\�WKH�DWWUDFWLYHQHVV�RI�PDUNHWV�HOVHZKHUH�DV�E\�DQ\
IDFWRUV�LQWULQVLF�WR�WKH�SHUIRUPDQFH�RI�UHVHDUFK���2WKHU�PHDVXUHV�WKDW�WU\�WR�OLQN
VXSSO\�DQG�GHPDQG�LQFOXGH�DWWHPSWV�WR�DOWHU�WKH�FRQGLWLRQV�DIIHFWLQJ�WKH�SULYDWH
SURFXUHPHQW�RI�5	'�DQG�HIIRUWV�WR�EXLOG�WHFKQRORJ\�SODWIRUPV��VRPHWLPHV�FDOOHG
SXEOLF�SULYDWH�SDUWQHUVKLSV����7KHVH�DFFHOHUDWH�WKH�HPHUJHQFH�RI�QHZ�PDUNHWV�IRU
WHFKQRORJ\�LQWHQVLYH�JRRGV�E\�FRPELQLQJ�GLUHFW�PHDVXUHV�VXFK�DV�JUDQW�VXSSRUW
ZLWK�PHDVXUHV�WR�LPSURYH�OLQNV�ZLWKLQ�VXSSO\�FKDLQV�DQG�FOXVWHUV�DQG�HIIRUWV�WR
VKDSH�QHZ�PDUNHWV�YLD�WKH�GHYHORSPHQW�RI�DSSURSULDWH�VWDQGDUGV�DQG
UHJXODWLRQV�
3XEOLF�7HFKQRORJ\�3URFXUHPHQW�LV�WKH�PRVW�SRZHUIXO�ZHDSRQ�LQ�WKH�DUPRXU\�RI
SROLF\�LQVWUXPHQWV�QHHGHG�WR�DFKLHYH�WKH����WDUJHW���:LWK�D�VSHQG�LQ�WKH�(8�RI
DW�OHDVW� ����ELOOLRQ�SHU�\HDU��RQO\�D�VPDOO�LQFUHDVH�LQ�WKH�SURSRUWLRQ�RI�UHVRXUFHV
GHYRWHG�WR�JRRGV�DQG�VHUYLFHV�UHTXLULQJ�5	'�ZRXOG�UDLVH�5	'�OHYHOV�VLJQLILFDQWO\
LQ�ERWK�WKH�VKRUW�DQG�±�YLD�WKH�GHYHORSPHQW�RI�QHZ�OHDG�PDUNHWV�±�WKH�ORQJHU
WHUP���7KH�SXEOLF�ZRXOG�DOVR�EHQHILW�IURP�PRUH�LQQRYDWLYH�SXEOLF�JRRGV�
6SHFLILF�VWHSV�WR�SURPRWH�373�LQFOXGH�

• $FNQRZOHGJLQJ�WKDW�SXEOLF�VHUYLFHV�VKRXOG�DOVR�EH�ULVN�WDNHUV��ZKLFK
LQYROYHV�UHFRJQLVLQJ�WKDW�WKH�IDLOXUH�RI�VRPH�373�LQLWLDWLYHV�LV�ERWK
DFFHSWDEOH�DQG�MXVWLILHG�E\�WKH�QHHG�WR�VWLPXODWH�5	'��LQQRYDWLRQ�DQG
QHZ�OHDG�PDUNHWV�

• 5HTXLULQJ�JRYHUQPHQWV�WR�SURGXFH�UHJXODU�SODQV�DQG�VWDWHPHQWV�RQ�WKH
GHJUHH�RI�LQQRYDWLRQ�DQG�WHFKQRORJ\�GHYHORSPHQW�LQYROYHG�LQ�WKHLU
SURFXUHPHQW�SUDFWLFHV�

• ,QYHVWLJDWLQJ�WKH�SRVVLELOLW\�RI�GHFODULQJ�WDUJHW�OHYHOV�RI�H[SHQGLWXUH�IRU
WKH�5	'�LQQRYDWLRQ�FRPSRQHQWV�RI�SXEOLF�SURFXUHPHQW�

• ,QYHVWLJDWLQJ�SRVVLEOH�FKDQJHV�LQ�FRPSHWLWLRQ�UHJXODWLRQV�VXFK�WKDW�WKH\
GR�QRW�REVWUXFW�FROODERUDWLRQ�EHWZHHQ�SURFXUHU�DQG�SRWHQWLDO�VXSSOLHUV
ZKHQHYHU�WKHUH�LV�D�VWURQJ�LQQRYDWLYH�FRPSRQHQW�



��

)UDPHZRUN�&RQGLWLRQV

*UHDWHU�VXSSRUW�IRU�WKH�HGXFDWLRQ�RI�VFLHQWLVWV��HQJLQHHUV�DQG�UHVHDUFKHUV�LV
LPSHUDWLYH�LI�WKH����WDUJHW�LV�WR�EH�UHDFKHG���'LUHFW�PHDVXUHV�DOVR�KDYH�D
VXSSRUWLYH�UROH�WR�SOD\�YLD�WUDLQLQJ�VFKHPHV�IRU�LQGXVWULDO�SHUVRQQHO�DQG�VFKHPHV
UHZDUGLQJ�WKH�UHFUXLWPHQW�RI�QHZ�5	'�SHUVRQQHO�LQ�LQGXVWU\�
7KHUH�LV�DOVR�D�QHHG�WR�UHPRYH�REVWDFOHV�FRQVWUDLQLQJ�WKH�PRELOLW\�RI�UHVHDUFKHUV
IURP�WKH�SXEOLF�WR�WKH�SULYDWH�VHFWRU�DQG�RU�WKHLU�µGXDO�PHPEHUVKLS¶�LQ�ERWK�
7KHVH�REVWDFOHV�DUH�QXPHURXV�DQG�GLYHUVH���0RVW�FRXQWULHV�HQGRUVH
VLPXOWDQHRXV�HPSOR\PHQW�LQ�ERWK�VHFWRUV�EXW�VRPH�DSSO\�WLPH�RU�VDODU\
UHVWULFWLRQV���7KH�H[WHQW�WR�ZKLFK�DFDGHPLFV�PXVW�GHFODUH�WKHLU�FRPPHUFLDO
UHODWLRQV�ZLWK�WKH�SULYDWH�VHFWRU�WR�WKHLU�DFDGHPLF�HVWDEOLVKPHQWV�DOVR�YDULHV
IURP�RQH�0HPEHU�6WDWH�WR�DQRWKHU���7UDQVIHU�RI�SHQVLRQV�DQG�VRFLDO�VHFXULW\
ULJKWV�LV�D�SUREOHP�LQ�VRPH�FRXQWULHV�WRR���(QWLWOHPHQWV�EXLOW�XS�RYHU�VHYHUDO
\HDUV�LQ�WKH�SXEOLF�VHFWRU�FDQ�EH�ORVW�RU�QRW�UHDGLO\�UH�HVWDEOLVKHG�DIWHU�DQ
H[WHQGHG�SHULRG�LQ�LQGXVWU\���7KH�DELOLW\�RI�FLYLO�VHUYDQWV�WR�WUDQVIHU�WR�LQGXVWU\�LV
DOVR�UHVWULFWHG�LQ�VRPH�FRXQWULHV���0HDVXUHV�WR�SURPRWH�LQWHU�VHFWRUDO�PRELOLW\
LQFOXGH�ILQDQFLDO�VXSSRUW�IRU�VHFRQGPHQWV�DQG�UHOD[DWLRQ�RU�UHPRYDO�RI
UHVWULFWLRQV�DULVLQJ�IURP�WKH�FLYLO�VHUYLFH�VWDWXV�RI�UHVHDUFKHUV�
&RQWLQXLQJ�VXSSRUW�IRU�UHVHDUFK�LQ�WKH�VFLHQFH�EDVH�LV�DQ�HVVHQWLDO�SUHFRQGLWLRQ
IRU�D�KHDOWK\�LQGXVWULDO�5	'�FXOWXUH���7KH�QHHG�IRU�H[FHOOHQFH�DV�D�GULYHU�RI
FRPSHWLWLYHQHVV�LV�FOHDU��WKRXJK�WKH�UHODWLRQVKLS�EHWZHHQ�DQ�H[FHOOHQW�VFLHQFH
EDVH�DQG�VXFFHVVIXO�LQGXVWULDO�LQQRYDWLRQ�LV�IDU�IURP�DXWRPDWLF���&RQWLQXLQJ
HPSKDVLV�XSRQ�WKH�ZKROH�UDQJH�RI�PHDVXUHV�WKDW�H[LVW�WR�SURPRWH�LQGXVWU\�
VFLHQFH�UHODWLRQV�LV�QHHGHG��DORQJ�ZLWK�FRPSOHPHQWDU\�PHDVXUHV�WR�WUDLQ
VWXGHQWV�LQ�HQWUHSUHQHXULDO�VNLOOV�DQG�WR�LQGXFH�D�VLPLODUO\�HQWUHSUHQHXULDO�FXOWXUH
DPRQJVW�UHVHDUFKHUV�LQ�DFDGHPLF�DQG�RWKHU�SXEOLF�ODERUDWRULHV�



��

������,QGLUHFW�)LVFDO�0HDVXUHV

��������6SHFLILFLW\��3RWHQWLDO�,PSDFW�DQG�,PSRUWDQFH
,QGLUHFW�)LVFDO�5	'�LQFHQWLYHV�UHGXFH�WKH�FRVWV�RI�5	'�IRU�D�ZLGH�YDULHW\�RI
ILUPV��LQFOXGLQJ�60(V��ZKLOH�OHDYLQJ�WKH�FRQWHQW�RI�SURMHFWV�DW�WKH�GLVFUHWLRQ�RI
WKH�ILUPV�WKHPVHOYHV���,I�ZHOO�GHVLJQHG��ILVFDO�VFKHPHV�FDQ�KHOS�UDLVH�RYHUDOO
OHYHOV�RI�LQYHVWPHQW�LQ�EXVLQHVV�5	'�
)LVFDO�5	'�LQFHQWLYHV�DOORZ�FRPSDQLHV�WR�UHGXFH�WKHLU�WD[�SD\PHQWV�DV�D�UHZDUG
IRU�FDUU\LQJ�RXW�LQQRYDWLYH�DFWLYLWLHV���0RVW�(8����FRXQWULHV�RSHUDWH�VRPH�IRUP�RI
WD[�PHDVXUH�WR�VWLPXODWH�EXVLQHVV�HQWHUSULVH�5	'��DV�GR�$XVWUDOLD��&DQDGD�
-DSDQ��WKH�86�DQG�&KLQD���7KH�XVH�RI�ILVFDO�LQFHQWLYHV�IRU�5	'�KDV�LQFUHDVHG�LQ
UHFHQW�\HDUV���6RPH�H[DPSOHV�RI�WKH�W\SHV�RI�VFKHPHV�HPSOR\HG�DUH�JLYHQ�LQ
([KLELW�����

([KLELW�������,QGLUHFW�)LVFDO�,QFHQWLYH�6FKHPHV�IRU�5	'
0HDVXUH 1DWLRQDO�6FKHPHV

&RUSRUDWLRQ�7D[�VFKHPHV
�9ROXPH�EDVHG�

,WDO\��RQO\�IRU�ILUPV�LQ�2EMHFWLYH������DQG��E�DUHDV��
8QLWHG�.LQJGRP��VHSDUDWH�VFKHPHV�IRU�60(V�DQG�ODUJH
ILUPV���&DQDGD��IHGHUDO�DQG�VWDWH�OHYHO�VFKHPHV�

&RUSRUDWLRQ�7D[�VFKHPHV
�,QFUHPHQWDO�

%HOJLXP��SHU�DGGLWLRQDO�PHPEHU�5	'�VWDII���)UDQFH�
8QLWHG�6WDWHV��-DSDQ��.RUHD

&RUSRUDWLRQ�7D[�VFKHPHV
�0L[HG�V\VWHPV�

$XVWULD��WKUHH�SDUDOOHO�VFKHPHV���3RUWXJDO��6SDLQ
�QDWLRQDO�OHYHO�DQG�VRPH�UHJLRQDO�ILVFDO�VFKHPHV��
$XVWUDOLD

6FKHPHV�EDVHG�RQ�WKH
HPSOR\HUV¶�VKDUH�RI�ZDJH�WD[
DQG�VRFLDO�FRQWULEXWLRQV

1HWKHUODQGV
)LVFDO�VFKHPHV�WR�DWWUDFW
IRUHLJQ�NH\�SHUVRQQHO {
WKURXJK�SHUVRQDO�LQFRPH�WD[

)LQODQG��6ZHGHQ��'HQPDUN��1HWKHUODQGV��DOO�KDYH
IDYRXUDEOH�LQFRPH�WD[�UDWHV�

����7KHVH�VFKHPHV�DUH�QRW�H[FOXVLYHO\�IRU�5	'�VWDII�EXW�DOVR�LQFOXGH�RWKHU�µNH\�SHUVRQQHO¶�
H�J��HQJLQHHUV�DQG�PDQDJHPHQW�
)LVFDO�LQFHQWLYHV�IRU�5	'�FDQ�EH�GHVLJQHG�LQ�PDQ\�GLIIHUHQW�ZD\V���7KH�UDQJH�RI
DOWHUQDWLYH�VFKHPHV�LV�ZLGH�DQG�PDQ\�GLIIHUHQW�IDFWRUV�DIIHFW�WKH�GHVLJQ�RI�WKH
VFKHPHV�DGRSWHG���6RPH�RI�WKH�RSWLRQV�DUH�LOOXVWUDWHG�LQ�([KLELW����� {t� ��7KH
JHQHUDO�ILVFDO�HQYLURQPHQW�FHUWDLQO\�KDV�DQ�HIIHFW�RQ�ZKLFK�WD[DWLRQ�UHJLPHV�DUH
PRVW�DSSURSULDWH��ZLWK�WKH�FKRLFH�JHQHUDOO\�O\LQJ�EHWZHHQ�VFKHPHV�YDULRXVO\
EDVHG�RQ�FRUSRUDWLRQ�WD[��D�FRPSDQ\¶V�VKDUH�RI�ZDJH�WD[�RU�SHUVRQDO�LQFRPH�WD[
UHJLPHV�
)RU�VFKHPHV�EDVHG�RQ�FRUSRUDWH�ZDJH�WD[�DQG�LQFRPH�WD[��GHVLJQ�FKRLFHV
LQYROYH�FKRRVLQJ�WKH�WDUJHW�JURXSV��H�J��ILUPV�RI�D�SDUWLFXODU�VL]H��RU�HYHQ�ILUPV
ZLWKLQ�SDUWLFXODU�LQGXVWU\�VHFWRUV��DQG�VSHFLI\LQJ�HOLJLEOH�5	'�H[SHQVHV��FXUUHQW
5	'�H[SHQVHV��5	'�ODERXU�FRVWV��WRWDO�5	'�H[SHQVHV��LQQRYDWLRQ�H[SHQGLWXUHV�
FROODERUDWLYH�RU�RXWVRXUFHG�UHVHDUFK�HWF�����,Q�DGGLWLRQ��WKH�OHYHO�RI�ILVFDO
JHQHURVLW\�KDV�WR�EH�FKRVHQ�

�����������������������������������������������
{t� ��7KH�XVH�RI�9$7�DV�D�WD[�UHJLPH�IRU�VWLPXODWLQJ�5	'�LV�DOVR�DQ�RSWLRQ�
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([KLELW�������7KH�%DVLF�)UDPHZRUN�RI�,QGLUHFW�)LVFDO�,QFHQWLYHV�IRU
5	'

6FKHPHV�EDVHG�RQ�UHGXFWLRQV�LQ�&RUSRUDWH�,QFRPH�7D[�DV�D�UHZDUG�IRU
FRQGXFWLQJ�5	'�FDQ�EH�GLYLGHG�LQWR�WKUHH�W\SHV���7KH�ILUVW�FDWHJRU\�FRYHUV�5	'
'HSUHFLDWLRQ�6FKHPHV���7KHVH�UHGXFH�WKH�WD[DEOH�LQFRPH�RI�D�FRPSDQ\�YLD
DFFHOHUDWHG�GHSUHFLDWLRQ�VFKHPHV�IRU�FDSLWDO�LQYHVWHG�LQ�WKH�PDFKLQHU\�
HTXLSPHQW�DQG�EXLOGLQJV�XVHG�IRU�5	'�SXUSRVHV���7KH�RWKHU�VFKHPHV�FDQ�EH
GLYLGHG�LQWR�WKRVH�WKDW�UHGXFH�WKH�WD[DEOH�LQFRPH�RI�D�FRPSDQ\�YLD�DOORZDQFHV
�6SHFLDO�5	'�$OORZDQFH�6FKHPHV��DQG�WKRVH�WKDW�UHGXFH�FRUSRUDWH�WD[
OLDELOLWLHV��5	'�7D[�&UHGLW�6FKHPHV����$�VSHFLDO�5	'�DOORZDQFH�PDNHV�LW
SRVVLEOH�IRU�ILUPV�WR�GHGXFW�PRUH�WKDQ�����SHU�FHQW�RI�WKHLU�FXUUHQW�5	'
H[SHQGLWXUHV�IURP�WKHLU�WD[DEOH�LQFRPH���7D[�FUHGLWV��RQ�WKH�RWKHU�KDQG��HQDEOH
ILUPV�WR�GHGXFW�D�SHUFHQWDJH�RI�WKHLU�5	'�H[SHQVHV�GLUHFWO\�IURP�WKHLU�WD[
OLDELOLWLHV�
$OORZDQFHV�DQG�FUHGLWV�FDQ�EH�FDOFXODWHG�XVLQJ�HLWKHU�D�IODW�UDWH�RU�DQ
LQFUHPHQWDO�UDWH���$�IODW�UDWH�RU�YROXPH�EDVHG�WD[�VFKHPH�SURYLGHV�IRU�DQ
DOORZDQFH�RU�FUHGLW�HTXDO�WR�D�IL[HG�SURSRUWLRQ�RI�WKH�5	'�H[SHQGLWXUH�LQ�D
JLYHQ�\HDU���$Q�LQFUHPHQWDO�WD[�VFKHPH�SURYLGHV�IRU�DQ�DOORZDQFH�RU�FUHGLW
HTXDO�WR�D�VKDUH�RI�WKH�LQFUHDVH�LQ�5	'�H[SHQGLWXUH���7KLV�LQFUHDVH�LQ�5	'
H[SHQGLWXUH�FDQ�EH�FRPSXWHG�ZLWK�UHIHUHQFH�HLWKHU�WR�D�IL[HG�OHYHO�RI
H[SHQGLWXUH�LQ�WKH�SDVW�RU�UHODWLYH�WR�D�UROOLQJ�EDVH��H�J��WKH�DYHUDJH�5	'
H[SHQGLWXUH�RYHU�D�IL[HG�QXPEHU�RI�SUHFHGLQJ�\HDUV����7KH�FXUUHQW�)UHQFK�ILVFDO
5	'�FUHGLW�VFKHPH��IRU�H[DPSOH��LV�DQ�LQFUHPHQWDO�VFKHPH�EDVHG�RQ�D�UROOLQJ
EDVH�FDOFXODWLRQ�
,Q�SUDFWLFH��YROXPH�EDVHG��LQFUHPHQWDO�DQG�K\EULG�YDULHWLHV�RI�ERWK�5	'
$OORZDQFH�DQG�5	'�7D[�&UHGLW�VFKHPHV�DUH�FRPPRQSODFH�DURXQG�WKH�ZRUOG�

�t� �$�F���j�W�'��� � �E�������'���� �C�'���E�,�t�E� �t�7���W�t�¡ E�j�,�

�t� �$�F���j C¢m£]¤$�t�F���t�)� �j�j�

¥j��� �$�C�t���t¤$�t�F�E�¦��W�t� ���E�,�t�E� �t�,�¦¤<�t�F�E�¦��W�t�
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([KLELW�����SURYLGHV�DQ�RYHUYLHZ�RI�SUDFWLFHV�LQ�D�YDULHW\�RI�VHWWLQJV���,Q�UHFHQW
\HDUV��KRZHYHU��WD[�FUHGLWV�IRU�5	'�H[SHQGLWXUHV�KDYH�EHFRPH�PRUH�SRSXODU
WKDQ�WD[�DOORZDQFHV� {'½

([KLELW�������8VH�RI�5	'�7D[�,QFHQWLYHV�����������

9ROXPH�EDVHG ,QFUHPHQWDO
&RPELQDWLRQ�RI
9ROXPH�EDVHG

DQG�,QFUHPHQWDO

5	'�7D[�&UHGLWV
&DQDGD
,WDO\
.RUHD
1HWKHUODQGV

)UDQFH
-DSDQ
.RUHD
0H[LFR
8QLWHG�6WDWHV

3RUWXJDO
6SDLQ

5	'�$OORZDQFHV
%HOJLXP
'HQPDUN
8QLWHG�.LQJGRP

1RUZD\
$XVWUDOLD
$XVWULD
+XQJDU\

6RXUFH���$GDSWHG�IURP�:DUGD�������

'HVSLWH�WKHLU�ZLGHVSUHDG�XVH��QRW�DOO�FRXQWULHV�DUH�FRQYLQFHG�WKDW�ILVFDO
LQFHQWLYHV�DUH�DQ�HIIHFWLYH�LQVWUXPHQW�WR�VWLPXODWH�SULYDWH�5	'�LQYHVWPHQW
VLJQLILFDQWO\���3ULPDU\�UHDVRQV�IRU�WKLV�LQFOXGH�WKH�FRPSOH[LW\�WKHVH�LQFHQWLYHV�DGG
WR�JHQHUDO�WD[�UHJLPHV�DQG�D�SUHIHUHQFH�IRU�XVLQJ�WDUJHWHG�VXSSRUW�VFKHPHV�VXFK
DV�FROODERUDWLYH�5	'�SURJUDPPHV���)LQODQG�DQG�*HUPDQ\�DUH�ERWK�FRXQWULHV�WKDW
KDYH�GHFLGHG�QRW�WR�XVH�ILVFDO�LQFHQWLYHV�
*HQHUDOLVDWLRQV�FRQFHUQLQJ�WKH�HIILFDF\�RI�GLIIHUHQW�W\SHV�RI�5	'�WD[�LQFHQWLYH
VFKHPHV�DUH�GLIILFXOW�WR�PDNH�LQ�WKH�DEVHQFH�RI�H[WHQVLYH�HYDOXDWLRQ�VWXGLHV�RI
ILVFDO�VFKHPHV�DQG�WKH�PHWKRGRORJLFDO�GLIILFXOWLHV�DVVRFLDWHG�ZLWK�PDQ\�RI�WKH
HFRQRPHWULF�VWXGLHV�XQGHUWDNHQ�LQ�WKLV�DUHD���1HYHUWKHOHVV��WKH�IROORZLQJ
WHQWDWLYH�FRQFOXVLRQV�FDQ�VWLOO�EH�GUDZQ�

• ,I�ZHOO�GHVLJQHG��ILVFDO�LQFHQWLYHV�FDQ�VWLPXODWH�EXVLQHVV�5	'�
,W�KDV�SURYHQ�GLIILFXOW��KRZHYHU��WR�HYDOXDWH�WKH�DPRXQW�RI�DGGLWLRQDO
5	'�JHQHUDWHG�SHU�XQLW�RI�WD[�LQFRPH�IRUVDNHQ�E\�WKH�SXEOLF�VHFWRU���7KH
IHZ�WHQWDWLYH�HYDOXDWLRQV�WKDW�H[LVW�VKRZ�SRVLWLYH�EXW�PRGHUDWH�OHYHOV�RI
OHYHUDJH�DQG�DGGLWLRQDOLW\��DQG�WKH�SRVVLELOLW\�RI�H[WHUQDOLWLHV��5	'
VSLOORYHUV��VWUHQJWKHQV�WKH�OLNHOLKRRG�RI�ILVFDO�LQFHQWLYHV�KDYLQJ�SRVLWLYH
LPSDFWV�

• 7KHUH�LV�D�FOHDU�QHHG�IRU�PRUH�IRUPDO�HYDOXDWLRQV�WR�HVWDEOLVK�WKH
HIIHFWLYHQHVV�DQG�LPSDFW�RI�ILVFDO�LQFHQWLYHV��DQG�IRU�JUHDWHU�HIIRUWV�WR
LPSURYH�WKH�PHWKRGRORJLFDO�WRROV�QHHGHG�WR�FRQGXFW�WKHP�

• %HWWHU�PLFUR�OHYHO�GDWD�VHWV�DUH�QHHGHG�WR�XQGHUVWDQG�WKH�ORQJ�
WHUP�LPSDFW�RI�ILVFDO�LQFHQWLYHV�RQ�EXVLQHVV�5	'�

• ([LVWLQJ�HYDOXDWLRQV�RI�ILVFDO�5	'�LQFHQWLYH�VFKHPHV�LQ�GLIIHUHQW�FRXQWULHV
FDQQRW�EH�FRPSDUHG�GXH�WR�WKH�XVH�RI�GLIIHUHQW�PHWKRGRORJLHV�
LQFRPPHQVXUDEOH�GDWD�VHWV�DQG�GLVVLPLODU�WLPH�SHULRGV���&RRUGLQDWHG�
FURVV�FRXQWU\�FRPSDULVRQV�RI�WKH�HIILFDF\�RI�GLIIHUHQW�W\SHV�RI
VFKHPH�XVLQJ�VLPLODU�PHWKRGRORJLFDO�DSSURDFKHV�DUH�QHHGHG�

�����������������������������������������������
{'½ � 2(&'������E���7D[�,QFHQWLYHV�IRU�5HVHDUFK�DQG�'HYHORSPHQW��7UHQGV�DQG�,VVXHV�
'67,�,1'�673����������-XQH��3DULV��2(&'
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��������7KH�,QIOXHQFH�RI�)UDPHZRUN�&RQGLWLRQV
7KH�PRVW�REYLRXV�IUDPHZRUN�FRQGLWLRQV�WKDW�DIIHFW�WKH�ZRUNLQJ�RI�ILVFDO
LQFHQWLYHV�DUH�WKH�UHODWLYH�FRPSOH[LW\�RI�WKH�RYHUDOO�WD[�UHJLPHV�LQ�ZKLFK�WKH\
DUH�VLWXDWHG��OHYHOV�RI�FRUSRUDWH�WD[�DQG�LQFRPH�WD[��GHSUHFLDWLRQ�UXOHV�HWF���DQG
WKH�UHODWLYH�JHQHURVLW\�RI�WKH�WD[�DOORZDQFHV�DQG�FUHGLWV�DOORZHG�E\�WKHVH
V\VWHPV���)LVFDO�UHJLPHV�YDU\�JUHDWO\�IURP�RQH�(8�FRXQWU\�WR�DQRWKHU�DQG�5	'
LQFHQWLYH�VFKHPHV�YDU\�LQ�OLQH�ZLWK�WKHVH�
7KHUH�LV�DQ�RQJRLQJ�GHEDWH�ZLWKLQ�WKH�(8�DERXW�WKH�FDVH�IRU�D�FRPPRQ
FRUSRUDWH�WD[�EDVH���$W�SUHVHQW��WKH�GHEDWH�FHQWUHV�RQ�WKH�LQIOXHQFH�RI
FRPSOH[��RSDTXH�DQG�KHWHURJHQHRXV�WD[�UHJLPHV�RQ�FURVV�ERUGHU�LQYHVWPHQW
GHFLVLRQV��LQFOXGLQJ�5	'�LQYHVWPHQW�GHFLVLRQV���7KH�(XURSHDQ�&RPPLVVLRQ¶V
2FWREHU������&RPPXQLFDWLRQ��(XURSHDQ�&RPPLVVLRQ������D��DQG�WKH
DFFRPSDQ\LQJ�VWXG\�RQ�FRPSDQ\�WD[DWLRQ�LV�FXUUHQWO\�WKH�IRFXV�RI�WKH�GHEDWH�
7KH�&RPPXQLFDWLRQ�LQIHUV�WKDW�PRVW�RI�WKH�WD[�UHODWHG�REVWDFOHV�WR�FURVV�ERUGHU
HFRQRPLF�DFWLYLW\�DUH�GXH�WR�WKH�H[LVWHQFH�RI�ILIWHHQ�WD[�MXULVGLFWLRQV�LQ�WKH
,QWHUQDO�0DUNHW���7KH�&RPPXQLFDWLRQ�JRHV�RQ�WR�DGYRFDWH�WDUJHWHG�VROXWLRQV�WR
GHDO�ZLWK�WKHVH�REVWDFOHV�LQ�WKH�VKRUW�WHUP��EXW�FDOOV�IRU�D�PRUH�FRPSUHKHQVLYH�
ORQJHU�WHUP�DSSURDFK�WKDW�SURYLGHV�FRPSDQLHV�ZLWK�D�FRPPRQ�FRUSRUDWH�WD[
EDVH�DFURVV�WKH�(8���7KLV�PD\�KDYH�FRQVHTXHQFHV�LQ�WKH�IXWXUH�IRU�WKH�ZD\
0HPEHU�6WDWHV�GHVLJQ�ILVFDO�LQFHQWLYH�VFKHPHV�IRU�5	'��EXW�DW�WKLV�VWDJH�LW�LV
LPSRVVLEOH�WR�FRPPHQW�IXUWKHU�
'LUHFW�ILQDQFLDO�VXSSRUW�PHDVXUHV�IRU�EXVLQHVV�5	'�FDQ�LQWHUDFW�ZLWK�DQG
SRVLWLYHO\�UHLQIRUFH�ILVFDO�LQFHQWLYHV�IRU�5	'���)LVFDO�LQVWUXPHQWV�FDQ�VWLPXODWH
5	'�LQYHVWPHQW�DORQJ�D�EURDG�IURQW��ZKLOH�GLUHFW�PHDVXUHV�DUH�EHWWHU�WDUJHWHG�DW
VSHFLILF�DFWRUV�RU�WHFKQRORJ\�DUHDV�ZKHQHYHU�WKHUH�LV�WKH�QHHG�WR�UHFWLI\
ZHDNQHVVHV�RU�EXLOG�RQ�VWUHQJWKV���,I�FDUH�LV�QRW�WDNHQ��KRZHYHU��ERWK�VHWV�RI
LQVWUXPHQWV�FDQ�DOVR�LQWHUIHUH�QHJDWLYHO\�ZLWK�HDFK�RWKHU��HVSHFLDOO\�LI�RQH
PHFKDQLVP�GHFUHDVHV�WKH�DWWUDFWLYHQHVV�RI�WKH�RWKHU�WR�ILUPV���3ROLF\PDNHUV
QHHG�WR�HQVXUH�WKDW�ILVFDO�PHDVXUHV�DQG�GLUHFW�JRYHUQPHQW�IXQGLQJ�RI�EXVLQHVV
5	'�FRPSOHPHQW�HDFK�RWKHU���7KLV�FDQ�RQO\�EH�DFKLHYHG�WKURXJK�DQ�HIIHFWLYH
FR�RUGLQDWLRQ�PHFKDQLVP�EHWZHHQ�WKH�SXEOLF�LQVWLWXWLRQV��PLQLVWULHV�DQG
DJHQFLHV��LQYROYHG�LQ�WKH�VWLPXODWLRQ�RI�EXVLQHVV�5	'�

��������*RRG�3UDFWLFH��/HVVRQV�/HDUQHG�DQG�1RYHO�$SSURDFKHV
6RPH�RI�WKH�SRWHQWLDO�DGYDQWDJHV�RI�ILVFDO�LQFHQWLYHV�RYHU�GLUHFW�VXSSRUW
LQVWUXPHQWV�LQFOXGH�WKH�IROORZLQJ� {F¾

• %HFDXVH�WKH\�DFW�µKRUL]RQWDOO\¶�DFURVV�D�EURDG�UDQJH�RI�FRPSDQLHV��ILVFDO
LQVWUXPHQWV�DUH�XVHIXO�ZKHQ�WKHUH�LV�QRW�HQRXJK�VWUDWHJLF�LQWHOOLJHQFH
FRQFHUQLQJ�WKH�VSHFLILF�ZHDNQHVVHV�DQG�VWUHQJWKV�RI�GLIIHUHQW�WDUJHW
DXGLHQFHV�WR�PHULW�WKH�XVH�RI�GLUHFW�VXSSRUW�LQVWUXPHQWV���,I�WDUJHWHG
LQFRUUHFWO\��GLUHFW�LQVWUXPHQWV�FDQ�OHDG�WR�XQZDQWHG�GLVWRUWLRQV��ZKHUHDV
WKH�ULVN�RI�WKLV�KDSSHQLQJ�ZLWK�ILVFDO�LQVWUXPHQWV�LV�OHVV�

• 7KH�DGPLQLVWUDWLYH�FRVWV�RI�UXQQLQJ�D�ILVFDO�LQFHQWLYH�SURJUDPPH�FDQ�EH
ORZHU�WKDQ�WKRVH�IRU�GLUHFW�5	'�IXQGLQJ�SURJUDPPHV�

• )LVFDO�LQFHQWLYH�VFKHPHV�DUH�PRUH�DFFHVVLEOH�WR�ILUPV��SDUWLFXODUO\�VPDOO
ILUPV��WKDQ�GLUHFW�JRYHUQPHQWDO�VXSSRUW�VFKHPHV��ZKLFK�LQYDULDEO\
LQYROYH�DQ�HOHPHQW�RI�FRPSHWLWLRQ�DQG�VHOHFWLRQ�

�����������������������������������������������
{F¾ � 6HH�+XWVFKHQUHLWHU���������7D[�,QFHQWLYHV�IRU�5	'�LQ�$XVWULD��9LHQQD��$XVWULDQ
,QVWLWXWH�RI�(FRQRPLF�5HVHDUFK
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• )URP�WKH�SHUVSHFWLYH�RI�D�ILUP��WKH�SRWHQWLDO�LPSDFW�RI�ILVFDO�LQFHQWLYHV
RQ�IXWXUH�DFWLYLWLHV�DQG�FDVK�IORZ�FDQ�EH�PRUH�SUHGLFWDEOH�WKDQ�WKH
ORWWHU\�RI�GLUHFW�JUDQWV�

• $�SROLWLFDO�DUJXPHQW�LQ�IDYRXU�RI�ILVFDO�LQFHQWLYHV�LV�WKDW�WKH\�DUH�QRW
UHJDUGHG�DV�DGGLWLRQDO�JRYHUQPHQW�H[SHQGLWXUH�EXW�DV�ORVV�RI�UHYHQXH�
:KHQHYHU�WKHUH�DUH�VWULQJHQW�OLPLWDWLRQV�RQ�WKH�H[SDQVLRQ�RI�SXEOLF
H[SHQGLWXUH��SROLWLFDO�VXSSRUW�IRU�ERRVWLQJ�ILVFDO�LQFHQWLYHV�PLJKW�EH
H[SHFWHG�WR�LQFUHDVH�

2Q�WKH�RWKHU�KDQG��ILVFDO�PHDVXUHV�DOVR�KDYH�D�QXPEHU�RI�SRWHQWLDO�GUDZEDFNV�
• $OWKRXJK�WKH�DEVHQFH�RI�HYDOXDWLRQ�GDWD�PDNHV�LW�GLIILFXOW�WR�VD\�ZKHWKHU

RU�QRW�WKH�OHYHOV�RI�OHYHUDJH�DQG�DGGLWLRQDOLW\�DVVRFLDWHG�ZLWK�ILVFDO
PHDVXUHV�DUH�LQWULQVLFDOO\�ORZHU�WKDQ�WKRVH�DVVRFLDWHG�ZLWK�GLUHFW
PHDVXUHV��WKH�SRWHQWLDO�IRU�µZLQGIDOOV¶�RQ�WKH�LQWURGXFWLRQ�RI�VRPH�ILVFDO
PHDVXUHV��H�J��YROXPH�EDVHG�VFKHPHV��KDV�WR�EH�WDNHQ�VHULRXVO\�

• %\�SURYLGLQJ�ILQDQFLDO�VXSSRUW�IRU�DFWXDO�SURMHFWV��GLUHFW�PHDVXUHV�KDYH
DQ�LPPHGLDWH��H[SOLFLW�HIIHFW�RQ�5	'�LQYHVWPHQW�OHYHOV��ZKHUHDV�WKH
ILQDQFLDO�EHQHILWV�IURP�UHGXFHG�WD[�SD\PHQWV�DUH�QRW�DOZD\V�IHOW�GLUHFWO\
E\�5	'�PDQDJHUV��HVSHFLDOO\�ZKHQ�WD[�DQG�5	'�PDWWHUV�DUH�KDQGOHG�E\
VHSDUDWH�DGPLQLVWUDWLYH�XQLWV�

• *UHDWHU�EXGJHWDU\�FRQWURO�LV�SRVVLEOH�ZLWK�GLUHFW�VXSSRUW�PHDVXUHV�VLQFH
WKHVH�DUH�XVXDOO\�HQGRZHG�ZLWK�IL[HG�DQQXDO�UHVRXUFHV�

• %HFDXVH�WKH\�DUH�µKRUL]RQWDO¶�LQVWUXPHQWV�DQG�OHVV�DPHQDEOH�WR�WDUJHWLQJ�
ILVFDO�LQVWUXPHQWV�DUH�JHQHUDOO\�OHVV�HIIHFWLYH�DW�VXSSRUWLQJ�VSHFLILF
JRYHUQPHQW�SULRULWLHV�DQG�IRFXVLQJ�RQ�UHVHDUFK�ZLWK�KLJK�VRFLHWDO
UHZDUGV�

• $OWKRXJK�LW�LV�SRVVLEOH�WR�GHVLJQ�WKHP�RWKHUZLVH��PRVW�ILVFDO�LQVWUXPHQWV
RQO\�UHZDUG�ILUPV�ZKHQ�WKH\�PDNH�SURILWV�DQG�QRW�ZKHQ�WKH\�PDNH
ORVVHV���6XFK�LQVWUXPHQWV�DUH�SUR�F\FOLFDO�DQG�RIIHU�IHZ�LQFHQWLYHV�WR
PDLQWDLQ�RU�LQFUHDVH�5	'�LQYHVWPHQW�OHYHOV�WKURXJKRXW�EXVLQHVV�F\FOHV�

• 7D[�LQFHQWLYHV�DUH�RIWHQ�GLIILFXOW�WR�GHVLJQ�DQG�FDQ�DGG�FRPSOH[LW\�WR�WKH
RYHUDOO�ILVFDO�UHJLPH�

• &KRRVLQJ�EHWZHHQ�ILVFDO�LQVWUXPHQWV�FDQ�DOVR�EH�GLIILFXOW���9ROXPH�EDVHG
VFKHPHV�RIIHU�OHVV�LQFHQWLYH�WR�UDLVH�5	'�LQYHVWPHQW�OHYHOV�WKDQ
LQFUHPHQWDO�VFKHPHV��ZKLFK�VSHFLILFDOO\�UHZDUG�LQFUHDVHV���,QFUHPHQWDO
VFKHPHV��KRZHYHU��DUH�RIWHQ�PRUH�GLIILFXOW�WR�LPSOHPHQW�DQG�PRQLWRU�

([SHULHQFH�ZLWK�ILVFDO�LQVWUXPHQWV�LQ�GLIIHUHQW�QDWLRQDO�VHWWLQJV�VXJJHVWV�D
QXPEHU�RI�µJRRG�SUDFWLFHV¶�WKDW�VKRXOG�LQIRUP�GHFLVLRQV�DERXW�WKHLU�XVH�DQG�WKHLU
VXEVHTXHQW�LPSOHPHQWDWLRQ�

• 8QGHUVWDQGLQJ�WKH�OLNHO\�XSWDNH�DQG�GHPDQG�IRU�SDUWLFXODU�W\SHV�RI
LQVWUXPHQW�LV�LPSRUWDQW���,Q�WKH�8.��EHIRUH�ODXQFKLQJ�D�QHZ�ILVFDO�5	'
VFKHPH��JRYHUQPHQW�DXWKRULWLHV�HQJDJHG�LQ�H[WHQVLYH�FRQVXOWDWLRQ�ZLWK
WKH�EXVLQHVV�FRPPXQLW\���,Q�WXUQ��WKLV�LQIOXHQFHG�WKH�FKRLFH�RI�D�YROXPH�
EDVHG�GHVLJQ���7KLV�ZDV�MXVW�RQH�SDUW�RI�DQ�H[WHQVLYH�H[�DQWH�HYDOXDWLRQ
H[HUFLVH�SULRU�WR�WKH�ODXQFK�RI�WKH�VFKHPH�

• 7KHUH�DUH�PHFKDQLVPV�WKDW�PDNH�ILVFDO�LQFHQWLYHV�OHVV�GHSHQGHQW�RQ
SURILWDELOLW\��WKXV�OLPLWLQJ�SUR�F\FOLFDO�HIIHFWV���3URYLVLRQV�VXFK�DV�FDUU\�
IRUZDUG�FDUU\�EDFNZDUG�IDFLOLWLHV�DQG�FDVK�UHIXQGV�FDQ�EH�VHW�XS�WR
PDNH�WKHVH�LQFHQWLYHV�OHVV�GHSHQGHQW�RQ�SURILWDELOLW\���&RXQWULHV�VXFK�DV
)UDQFH��3RUWXJDO��6SDLQ��$XVWUDOLD�DQG�&DQDGD�KDYH�FDUU\�IRUZDUG�FDUU\�
EDFNZDUG�IDFLOLWLHV��DQG�)UDQFH��8.��&DQDGD�DQG�$XVWUDOLD�KDYH�FDVK
UHIXQGV�LQ�ORVV�PDNLQJ�\HDUV�

• 7KH�'XWFK�ILVFDO�LQFHQWLYH�VFKHPH��:%62��LV�QRW�EDVHG�RQ�FRUSRUDWH
LQFRPH�WD[�EXW�RQ�WKH�HPSOR\HU¶V�ZDJH�WD[�DQG�WKH�VRFLDO�VHFXULW\
FRQWULEXWLRQV�RI�5	'�SHUVRQQHO���7KLV�KDV�D�YHU\�GLUHFW�LQIOXHQFH�RQ�5	'
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GHFLVLRQV�VLQFH�LW�UHGXFHV�WKH�JURVV�5	'�VDODU\�FRVWV�RQ�D�PRQWKO\�EDVLV
DQG�IUHHV�XS�PRQH\�IRU�DGGLWLRQDO�5	'�H[SHQGLWXUH�

• ,Q�&DQDGD��UHIXQGV�IURP�WKH�ILVFDO�5	'�LQFHQWLYH�VFKHPH�DUH�FRQVLGHUHG
DV�LQFRPH�WKDW�DSSHDUV�LQ�D�FRPSDQ\¶V�SURILW�DQG�ORVV�DFFRXQWV���7KLV
PDNHV�WKH�EHQHILWV�RI�WKLV�W\SH�RI�VFKHPH�FOHDUO\�YLVLEOH�DW�FRUSRUDWH
&(2�OHYHO�DQG�UDLVHV�WKH�JHQHUDO�SURILOH�DQG�LPSRUWDQFH�RI�5	'�DFWLYLWLHV
ZLWKLQ�ILUPV�

• (YDOXDWLRQV�FDQ�OHDG�WR�EHWWHU�SUDFWLFHV���7KH�1HWKHUODQGV��$XVWUDOLD��DQG
&DQDGD�KDYH�DOO�SHUIRUPHG�LQVLJKWIXO��H[�SRVW�HYDOXDWLRQV�RI�WKHLU�ILVFDO
LQFHQWLYH�VFKHPHV�WKDW�KDYH�OHG�WR�SURFHVV�LPSURYHPHQWV��DQG�WKH�8.
LPSOHPHQWHG�D�WKRURXJK�H[�DQWH�HYDOXDWLRQ�RI�LWV�SROLF\�YLD�WKHRUHWLFDO
DQDO\VLV�DQG�LQ�GHSWK�FRQVXOWDWLRQ�ZLWK�WKH�EXVLQHVV�VHFWRU�

��������*XLGHOLQHV�IRU�)XWXUH�8VH
)LVFDO�LQFHQWLYHV�DUH�UHFRPPHQGHG�ZKHQHYHU�WKHUH�LV�D�QHHG�WR�DGGUHVV�D�ZLGH
SRSXODWLRQ�RI�ILUPV��LQFOXGLQJ�60(V��DQG�DQ�DVVRFLDWHG�GHVLUH�WR�OHDYH�GHFLVLRQV
DERXW�WKH�FRQWHQW�RI�UHVHDUFK�WR�WKH�GLVFUHWLRQ�RI�ILUPV���,I�ZHOO�GHVLJQHG�DQG�FR�
RUGLQDWHG�ZLWK�RWKHU�5	'�SROLFLHV��ILVFDO�VFKHPHV�KDYH�WKH�SRWHQWLDO�WR�UDLVH�WKH
RYHUDOO�OHYHO�RI�LQYHVWPHQW�LQ�EXVLQHVV�5	'�
7KH�ILVFDO�LQFHQWLYH�DQG�WD[�FUHGLW�VFKHPHV�LQ�SODFH�LQ�WKH�(8�0HPEHU�FRXQWULHV
DUH�YHU\�GLYHUVH�DQG�H[WUHPHO\�GHSHQGHQW�RQ�QDWLRQDO�ILVFDO�UHJLPHV���7KLV�UXOHV
RXW�DQ\�UHFRPPHQGDWLRQ�FRQFHUQLQJ�WKH�DGRSWLRQ�RI�D�XQLIRUP�V\VWHP�RI�ILVFDO
LQFHQWLYHV�IRU�EXVLQHVV�5	'�LQ�(XURSH���,W�GRHV�QRW�UXOH�RXW��KRZHYHU��D�VWURQJ
UHFRPPHQGDWLRQ�WKDW�ILVFDO�LQFHQWLYHV�DUH�GHSOR\HG�DV�SDUW�RI�D�SROLF\
PL[�DLPHG�DW�UDLVLQJ�SULYDWH�VHFWRU�5	'�OHYHOV���)LVFDO�LQFHQWLYHV�FOHDUO\
KDYH�WKH�SRWHQWLDO�WR�VWLPXODWH�EXVLQHVV�5	'��WKRXJK�LW�PXVW�EH�VWUHVVHG�WKDW
WKHLU�HIIHFWLYHQHVV�LV�FUXFLDOO\�GHSHQGHQW�XSRQ�WKHLU�GHVLJQ���,Q�DGGLWLRQ�
VLQFH�ILVFDO�LQFHQWLYHV�DUH�QRW�WKH�RQO\�ILQDQFLDO�LQVWUXPHQWV�DLPHG�DW�VWLPXODWLQJ
EXVLQHVV�5	'��WKHUH�LV�D�VWURQJ�QHHG�IRU�FR�RUGLQDWLRQ�EHWZHHQ�WKH
YDULRXV�LQVWLWXWLRQV�DQG�PLQLVWULHV�LQYROYHG�LQ�WKH�ILQDQFLQJ�RI�EXVLQHVV
5	'�
5HFRPPHQGDWLRQV�FRQFHUQLQJ�WKH�GHVLJQ�RI�ILVFDO�LQFHQWLYHV�IRU�5	'�FDQ�EH
JURXSHG�XQGHU�WKUHH�KHDGLQJV��GHVLJQ�LVVXHV��HYDOXDWLRQ�LVVXHV�DQG�SROLF\�PL[
LVVXHV�

'HVLJQ�,VVXHV

7KHUH�DUH�D�QXPEHU�RI�FOHDU�GHVLJQ�SULQFLSOHV�WKDW�0HPEHU�6WDWHV�VKRXOG�XVH�WR
UHYLHZ�WKHLU�FXUUHQW�ILVFDO�PHFKDQLVPV�DQG�GHVLJQ�QHZ�RQHV�

• 6LPSOLFLW\���6FKHPHV�VKRXOG�EH�WUDQVSDUHQW�DQG�HDVLO\�DFFHVVLEOH�WR�D
EURDG�VSHFWUXP�RI�ILUPV�

• /RZ�DGPLQLVWUDWLYH�DQG�FRPSOLDQFH�FRVWV���)RU�ILUPV��LW�VKRXOG�QRW
EH�FRPSOH[�DQG�WLPH�FRQVXPLQJ�WR�DSSO\�IRU�DQG�UHFHLYH�D�WD[
FUHGLW�DOORZDQFH���)RU�DGPLQLVWUDWLRQV��WKH�DXGLWLQJ�V\VWHPV�QHHGHG�WR
FKHFN�RQ�WKH�HOLJLELOLW\�DQG�YDOLGLW\�RI�FODLPV�VKRXOG�EH�HIIHFWLYH�ZLWKRXW
EHLQJ�RQHURXV�IRU�DOO�FRQFHUQHG�

• 5HOLDELOLW\���)LUPV�VKRXOG�EH�DEOH�LQFOXGH�ILVFDO�DOORZDQFHV�RU�FUHGLWV�LQ
WKHLU�IRUZDUG�SODQV�ZLWK�D�IDLU�GHJUHH�RI�FHUWDLQW\���5HFHLSW�RU�QRQ�UHFHLSW
RI�WD[�LQFHQWLYHV�DW�DQ\�SRLQW�LQ�WKH�IXWXUH�VKRXOG�QRW�GHSHQGHQW�RQ
FRQFXUUHQW�OHYHOV�RI�SURILWDELOLW\�

• 6WDELOLW\���7KH�UXOHV�RI�WKH�JDPH�VKRXOG�QRW�EH�FKDQJHG�WRR�RIWHQ��VLQFH
WKLV�UHGXFHV�WKH�DELOLW\�RI�FRPSDQLHV�WR�EXGJHW�IRU�IXWXUH�WD[�EHQHILWV
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ZKHQ�PDNLQJ�5	'�LQYHVWPHQW�GHFLVLRQV���*UHDWHU�FHUWDLQW\�LQ�WKH�ORQJ
WHUP�DOORZV�ILUPV�WR�IRUHFDVW�WKH�FRVW�RI�WKHLU�5	'�SURMHFWV�PRUH
DFFXUDWHO\�

8VH�RI�WKHVH�GHVLJQ�SULQFLSOHV�KDV�LPSOLFDWLRQV�IRU�WKH�FKRLFH�RI�DSSURSULDWH�ILVFDO
LQFHQWLYH�VFKHPHV���,Q�WHUPV�RI�WKH�FKRLFH�EHWZHHQ�YROXPH�EDVHG�DQG
LQFUHPHQWDO�VFKHPHV��IRU�H[DPSOH��DSSOLFDWLRQ�RI�WKHVH�SULQFLSOHV�IDYRXUV�WKH
IRUPHU�RYHU�WKH�ODWWHU���9ROXPH�EDVHG�VFKHPHV�DUH�VLPSOHU�WR�DGPLQLVWHU
IRU�ERWK�ILUPV�DQG�SXEOLF�DXWKRULWLHV���7KH\�DUH�DOVR�PRUH�SUHGLFWDEOH�LQ�WKDW
ILUPV�DUH�VWLOO�HOLJLEOH�IRU�EHQHILWV�HYHQ�LI�WKHUH�LV�QR�JURZWK�LQ�DQQXDO�5	'
H[SHQGLWXUH���,QFRPH�VWUHDPV�DUH�WKXV�OHVV�YRODWLOH�DQG�IRUZDUG�SODQQLQJ�OHVV
KD]DUGRXV�
$UJXDEO\��YROXPH�EDVHG�VFKHPHV�DUH�DOVR�EHWWHU�DW�UDLVLQJ�RYHUDOO�5	'
H[SHQGLWXUH�OHYHOV���,QFUHPHQWDO�VFKHPHV�PLJKW�VHHP�WR�RIIHU�JUHDWHU�LQFHQWLYHV
IRU�LQGLYLGXDO�ILUPV�WR�LQFUHDVH�5	'�VSHQGLQJ��VLQFH�WKH\�VSHFLILFDOO\�UHZDUG�ILUPV
IRU�GRLQJ�WKLV��EXW�WKH�QXPEHU�RI�ILUPV�EHQHILWLQJ��L�H��WKRVH�LQFUHDVLQJ�5	'
H[SHQGLWXUH�LQ�DQ\�RQH�\HDU��LV�LQYDULDEO\�OHVV�WKDQ�WKH�QXPEHU�WKDW�ZRXOG
EHQHILW�IURP�YROXPH�EDVHG�VFKHPHV��L�H��DOO�5	'�SHUIRUPLQJ�ILUPV���DQG�LI�WKHVH
EHQHILWV�±�VSUHDG�DFURVV�WKH�WRWDO�SRSXODWLRQ�RI�5	'�SHUIRUPLQJ�ILUPV�±�DUH
VXEVHTXHQWO\�WUDQVODWHG�LQWR�LQFUHDVHG�5	'�H[SHQGLWXUH�LQ�VXEVHTXHQW�\HDUV��WKH
PDFURHFRQRPLF�LPSOLFDWLRQ�LV�WKDW�YROXPH�EDVHG�VFKHPHV�DUH�PRUH�OLNHO\�WR
VWLPXODWH�JUHDWHU�LQFUHDVHV�LQ�5	'�H[SHQGLWXUH�OHYHOV�WKDQ�LQFUHPHQWDO�VFKHPHV�
+\EULG�FRPELQDWLRQV�RI�YROXPH�EDVHG�DQG�LQFUHPHQWDO�LQFHQWLYHV�PLJKW�VHHP�WR
RIIHU�WKH�EHVW�RI�ERWK�ZRUOGV��EXW�DJDLQ�WKH�SULQFLSOHV�RI�JRRG�GHVLJQ�RXWOLQHG
DERYH�VXJJHVW�WKDW�VXFK�VFKHPHV�DGG�WRR�PXFK�FRPSOH[LW\�WR�WKH�RYHUDOO�ILVFDO
UHJLPH�DQG�WKXV�XQGHUPLQH�WKHLU�HIIHFWLYHQHVV�
,QFUHPHQWDO�VFKHPHV�FDQ�DOVR�

• 'LVWRUW�DV�ZHOO�DV�VWLPXODWH�5	'�LQYHVWPHQW�EHKDYLRXU�LI�ILUPV�DOORZ�WKHLU
5	'�H[SHQGLWXUH�GHFLVLRQV�WR�EH�RYHUO\�LQIOXHQFHG�E\�WKH�UHTXLUHPHQWV
RI�VXFK�VFKHPHV�

• +DYH�KLJK�FRPSOLDQFH�FRVWV��ZKLFK�PDNHV�WKHP�XQDWWUDFWLYH�WR�ILUPV�
HVSHFLDOO\�WR�WKH�ODUJHU�ILUPV�UHVSRQVLEOH�IRU�WKH�EXON�RI�EXVLQHVV�5	'�LQ
PRVW�(8�FRXQWULHV�

• %H�LQHIIHFWLYH�DQG�WKXV�LQDSSURSULDWH�LQVWUXPHQWV�LQ�SHULRGV�RI�HFRQRPLF
GRZQWXUQ��VLQFH�LQFUHPHQWDO�VFKHPHV�DUH�UDUHO\�DWWUDFWLYH�HQRXJK�WR
ILUPV�WR�FRXQWHU�WKH�KLJKO\�SUR�F\FOLFDO�QDWXUH�RI�EXVLQHVV�5	'
LQYHVWPHQW�GHFLVLRQV�

$SSOLFDWLRQ�RI�WKH�SULQFLSOH�RI�UHOLDELOLW\�LV�QHHGHG�WR�UHGXFH�SUR�F\FOLFDO�HIIHFWV�
)RU�LQFHQWLYH�VFKHPHV�EDVHG�RQ�SURPLVHG�UHGXFWLRQV�LQ�FRUSRUDWH�LQFRPH�WD[
OLDELOLWLHV��WKLV�UHTXLUHV�PHFKDQLVPV�FDSDEOH�RI�HQVXULQJ�WKDW�WD[�EHQHILWV�DFFUXH
IURP�5	'�LQYHVWPHQW�EHKDYLRXU�HYHQ�ZKHQ�SURILWDELOLW\�LV�ORZ�RU�QHJDWLYH���)RU
ODUJH�ILUPV�WKLV�FDQ�EH�GHDOW�ZLWK�YLD�WKH�XVH�RI�FDUU\�IRUZDUG�FDUU\�EDFNZDUG
DUUDQJHPHQWV���)RU�VPDOO�ILUPV��FDVK�UHIXQGV�DUH�SUHIHUDEOH�VLQFH�WKHVH�KDYH�DQ
LPPHGLDWH�HIIHFW�RQ�FDVK�IORZ�
,I�ILVFDO�LQFHQWLYHV�DUH�WR�KDYH�D�UHDO�LPSDFW�RQ�5	'�GHFLVLRQ�PDNLQJ��WKH
EHQHILWV�KDYH�WR�EH�FOHDUO\�YLVLEOH�WR�5	'�DQG�ILQDQFLDO�PDQDJHUV�DOLNH���7KLV�LV
HVSHFLDOO\�LPSRUWDQW�LQ�ODUJH�ILUPV��ZKHUH�WKHVH�IXQFWLRQV�DUH�RIWHQ�TXLWH
VHSDUDWH�DQG�GHFLVLRQ�PDNLQJ�QRW�DOZD\V�WUDQVSDUHQW�WR�DOO�WKH�GHSDUWPHQWV�RU
XQLWV�LQYROYHG���2QH�SRVVLELOLW\�LV�WR�FRQVLGHU�5	'�WD[�FUHGLWV�DV�WD[DEOH�LQFRPH
IRU�FRPSDQLHV��DV�LV�WKH�FDVH�LQ�&DQDGD���7KLV�PDNHV�ILVFDO�LQFHQWLYHV�YLVLEOH�DV
DQ�LQFRPH�VWUHDP�LQ�FRPSDQ\�SURILW�DQG�ORVV�DFFRXQWV�DQG�IRFXVHV�WKH�DWWHQWLRQ
RI�ERWK�ILQDQFLDO�DQG�5	'�PDQDJHUV�RQ�WKH�LPSRUWDQFH�RI�ERWK�5	'�DQG�WKH
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LQFHQWLYH�VFKHPHV�DVVRFLDWHG�ZLWK�WKHP���$�VHFRQG�RSWLRQ�LV�WR�XVH�WKH�'XWFK
PRGHO��ZKLFK�GLUHFWO\�OLQNV�5	'�H[SHQGLWXUH�WR�FDVK�IORZ�E\�SURYLGLQJ�FDVK�WR
ILUPV�LQ�WKH�\HDU�5	'�LV�FRQGXFWHG�
$�FOHDU�GHILQLWLRQ�RI�5	'�LV�QHHGHG�WR�GHWHUPLQH�ZKLFK�DFWLYLWLHV�FRXQW�DV
5	'�DQG�ZKLFK�FRVWV�DUH�HOLJLEOH���,GHDOO\�0HPEHU�6WDWHV�VKRXOG�HYROYH�ZRUNDEOH
GHILQLWLRQV�YLD�FRQVXOWDWLRQ�SURFHGXUHV�LQYROYLQJ�UHOHYDQW�PLQLVWULHV��WD[
DXWKRULWLHV�DQG�WKH�SULYDWH�VHFWRU��SUHIHUDEO\�LQIRUPHG�E\�LQWHUQDWLRQDO�VWDQGDUGV
VXFK�DV�WKRVH�FRQWDLQHG�LQ�WKH�2(&'¶V�)UDVFDWL�0DQXDO���7KH�SURFHGXUHV�DGRSWHG
LQ�WKH�GHILQLWLRQ�DQG�GHVLJQ�RI�WKH�8.¶V�UHFHQWO\�LQWURGXFHG�5	'�WD[�LQFHQWLYH
VFKHPHV�VWDQG�DV�DQ�H[DPSOH�RI�JRRG�SUDFWLFH�LQ�WKLV�DUHD���$V�QRWHG�LQ�6HFWLRQ
�������KRZHYHU��WKHUH�LV�D�VWURQJ�DUJXPHQW�LQ�IDYRXU�RI�H[SDQGHG�GHILQLWLRQV�RI
5	'�LI�DGHTXDWH�VXSSRUW�LV�WR�EH�JLYHQ�WR�QRQ�WHFKQRORJLFDO�LQQRYDWLRQ�DQG
LQQRYDWLRQ�LQ�WKH�VHUYLFH�VHFWRU��DQG�WKH�GHILQLWLRQV�XVHG�LQ�WD[�LQFHQWLYH�VFKHPHV
ZLOO�QHHG�WR�HYROYH�DFFRUGLQJO\�

(YDOXDWLRQ�,VVXHV

7KHUH�LV�D�QHHG�IRU�IRUPDO�HYDOXDWLRQ�SUDFWLFHV�LQ�RUGHU�WR�GHWHUPLQH�WKH
HIIHFWLYHQHVV�RI�ILVFDO�LQFHQWLYHV�DQG�WR�FRPSDUH�WKHP�ZLWK�RWKHU�W\SHV�RI�SROLF\
LQVWUXPHQW���7KHVH�HYDOXDWLRQV�VKRXOG�EH�PDGH�SXEOLFO\�DYDLODEOH�IRU�SROLF\
OHDUQLQJ�SXUSRVHV���)URP�H[LVWLQJ�HYDOXDWLRQV�WKHUH�LV�HYLGHQFH�RI�D�OLQN�EHWZHHQ
WKH�XVH�RI�ILVFDO�LQFHQWLYHV�DQG�WKH�VWLPXODWLRQ�RI�EXVLQHVV�5	'��EXW�FXUUHQW
SUDFWLFH�LQ�WKH�HYDOXDWLRQ�RI�WKHVH�LQFHQWLYHV�VWLOO�KDV�WKUHH�PDLQ�ZHDNQHVVHV�
)LUVW��LQWHUQDWLRQDO�FRPSDULVRQV�H[SORULQJ�WKH�UHODWLYH�HIIHFWLYHQHVV�RI�GLIIHUHQW
W\SHV�RI�ILVFDO�LQFHQWLYH�LQ�GLIIHUHQW�FRQWH[WV�DUH�VFDUFH���,GHDOO\�FRPSDULVRQV�DUH
QHHGHG�RI�WKH�XVH�RI�GLIIHUHQW�LQVWUXPHQWV�LQ�VLPLODU�FRQWH[WV�DQG�WKH�XVH�RI
VLPLODU�LQVWUXPHQWV�LQ�GLIIHUHQW�FRQWH[WV���6R�IDU��KRZHYHU��HYDOXDWLRQV�RI�WKLV
QDWXUH�KDYH�QRW�EHHQ�FRQGXFWHG���6HFRQG��H[LVWLQJ�PHWKRGRORJLHV�DUH�QHLWKHU
UREXVW�QRU�FRKHUHQW�HQRXJK�WR�JLYH�D�UHOLDEOH�LQVLJKW�LQWR�WKH�LPSDFW�RI�WKHVH
PHDVXUHV�LQ�WKH�VKRUW���PHGLXP��DQG�ORQJ�WHUP���7KLUG��PDQ\�JRYHUQPHQWV�KDYH
FKRVHQ�QRW�WR�FRQGXFW�H[WHUQDO�DQG�SXEOLF�HYDOXDWLRQV�RI�WKHLU�VFKHPHV��ZKLFK
SUHYHQWV�WKH�SROLF\�FRPPXQLW\�IURP�OHDUQLQJ�RI�JRRG�DQG�EDG�H[SHULHQFHV�ZLWK
FHUWDLQ�GHVLJQ�PRGHOV�
,Q�RUGHU�WR�SHUIRUP�FRPSHWHQW�HYDOXDWLRQV��WKHUH�LV�DOVR�DQ�XUJHQW�QHHG�IRU
GDWDEDVHV�FRQWDLQLQJ�UHOHYDQW�ILUP�OHYHO�LQIRUPDWLRQ���/DFN�RI�DSSURSULDWH
PLFUR�OHYHO�GDWD�LV�SUREDEO\�WKH�PRVW�LPSRUWDQW�UHDVRQ�IRU�WKH�PHDJUH�QXPEHU�RI
IRUPDO�HYDOXDWLRQV�RI�WKH�HIIHFWLYHQHVV�RI�ILVFDO�LQFHQWLYHV�

3ROLF\�0L[�,VVXHV

7KH�WDVN�RI�UDLVLQJ�5	'�H[SHQGLWXUH�OHYHOV�WR�WKH�WDUJHWHG����RI�*'3�ZLOO�UHTXLUH
D�PL[�RI�SROLF\�LQVWUXPHQWV���7KH�FKDOOHQJH�ZLOO�QRW�EH�PHW�YLD�WKH�XVH�RI�ILVFDO
LQVWUXPHQWV�DORQH���,W�ZLOO�EH�LPSRUWDQW��WKHUHIRUH��WR�HQVXUH�WKDW�DOO�WKHVH
LQVWUXPHQWV�LQWHUDFW�SRVLWLYHO\���:KLOH�GLUHFW�VXSSRUW�VFKHPHV�DUH�W\SLFDOO\
GHYHORSHG�DQG�LPSOHPHQWHG�E\�PLQLVWULHV�UHVSRQVLEOH�IRU�VFLHQFH��WHFKQRORJ\�DQG
LQQRYDWLRQ�SROLF\��PLQLVWULHV�RI�ILQDQFH�XVXDOO\�LQWURGXFH�DQG�RYHUVHH�WKH�XVH�RI
ILVFDO�LQVWUXPHQWV���0HPEHU�6WDWHV�DUH�WKXV�ZHOO�DGYLVHG�WR�LPSOHPHQW�DGHTXDWH
FR�RUGLQDWLRQ�PHFKDQLVPV�FDSDEOH�RI�HQVXULQJ�FRQVLVWHQF\�DQG�FRKHUHQFH�DFURVV
WKH�V\VWHP�RI�SXEOLF�VXSSRUW�WR�5	'�
,I�WKH�EHQHILWV�DFFUXLQJ�WR�ILUPV�DV�D�FRQVHTXHQFH�RI�ILVFDO�5	'�LQFHQWLYHV�DUH�WR
WUDQVODWH�LQWR�PRUH�5	'�UDWKHU�WKDQ�EHLQJ�GLVVLSDWHG�RQ�RWKHU�LWHPV�RI
H[SHQGLWXUH��H�J��LQFUHDVHG�ZDJH�OHYHOV��WKHQ�JRYHUQPHQWV�DOVR�KDYH�WR�HQVXUH
WKDW�VXSSO\�VLGH�FRQVWUDLQWV�RQ�WKH�DYDLODELOLW\�RI�5	'�SHUVRQQHO�GR�QRW�LQKLELW
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WKH�H[SDQVLRQ�RI�5	'�DFWLYLWLHV���,Q�WKH�ORQJ�WHUP��HIIHFWLYH�HGXFDWLRQ�SROLFLHV
DUH�QHHGHG�WR�HQVXUH�WKH�QHFHVVDU\�IORZ�RI�KXPDQ�UHVRXUFHV��WKRXJK�UHPHG\LQJ
PLVPDWFKHV�LQ�VXSSO\�DQG�GHPDQG�LQ�WKH�VKRUWHU�WHUP�PLJKW�EH�PRUH�GLIILFXOW
ZLWKRXW�GHWHUPLQHG�HIIRUWV�RQ�WKH�PRELOLW\�IURQW�WR�LPSURYH�QHW�LQZDUG�IORZV�RI
UHVHDUFKHUV�
)LVFDO�LQFHQWLYHV�EDVHG�RQ�SHUVRQDO�LQFRPH�WD[�EUHDNV��LI�DSSURSULDWHO\
IRUPXODWHG��FDQ�EH�XVHG�WR�DWWUDFW�UHVHDUFKHUV�IURP�DEURDG��WKRXJK�WKHUH�LV�OLWWOH
LQIRUPDWLRQ�FXUUHQWO\�DYDLODEOH�FRQFHUQLQJ�WKHLU�HIIHFWLYHQHVV�DQG�LPSDFW��DQG
VXVSLFLRQV�DERXQG�WKDW�WKH\�PD\�LQGXFH�GLVWRUWLRQV�LQ�WKH�(8�ODERXU�PDUNHW���$
IHZ�(8�FRXQWULHV��H�J��)LQODQG��'HQPDUN�6ZHGHQ�DQG�WKH�1HWKHUODQGV��FXUUHQWO\
XVH�WKLV�W\SH�RI�LQFHQWLYH�WR�DWWUDFW�QRQ�UHVLGHQWV��LQFOXGLQJ�SHRSOH�IURP�RWKHU�(8
0HPEHU�6WDWHV��WKRXJK�WKHVH�DUH�GHVLJQHG�WR�DWWUDFW�D�EURDG�UDQJH�RI�SHUVRQQHO
DQG�DUH�QRW�VSHFLILFDOO\�IRFXVHG�RQ�UHVHDUFKHUV���0HUHO\�HQFRXUDJLQJ�WKH
UHORFDWLRQ�RI�UHVHDUFKHUV�ZLWKLQ�WKH�(8��KRZHYHU��LV�XQOLNHO\�WR�LQFUHDVH�RYHUDOO
OHYHOV�RI�5	'�LQYHVWPHQW��DQG�PD\�HYHQ�EH�LQFRQVLVWHQW�ZLWK�WKH�UXOHV�JRYHUQLQJ
IDLU�WD[�FRPSHWLWLRQ���7R�UDLVH�WKH�WRWDO�QXPEHU�RI�UHVHDUFKHUV�LQ�WKH�(8�
LQVWUXPHQWV�DUH�QHHGHG�WR�DWWUDFW�UHVHDUFKHUV�IURP�RXWVLGH�RI�WKH�(8��WR�UHWDLQ
WKRVH�ZLWKLQ�LW��DQG�WR�PDLQWDLQ�DQG�H[SDQG�WKH�LQGLJHQRXV�VXSSO\�RI�IUHVK�WDOHQW
IURP�(8�XQLYHUVLWLHV�
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������5LVN�&DSLWDO�0HDVXUHV

������6SHFLILFLW\��3RWHQWLDO�,PSDFW�DQG�,PSRUWDQFH
0DQ\�RI�WKH�5	'�DQG�LQQRYDWLRQ�UHODWHG�DFWLYLWLHV�FRQGXFWHG�E\�ILUPV��HVSHFLDOO\
VPDOOHU�ILUPV��DUH�ILQDQFHG�IURP�H[WHUQDO�VRXUFHV�YLD�HTXLW\�LQYHVWPHQWV�RU
FHUWDLQ�W\SHV�RI�ORDQV���3ULYDWH�VHFWRU�5	'�LQYHVWPHQW�OHYHOV�DUH�WKXV�FULWLFDOO\
OLQNHG�WR�WKH�ZHOO�EHLQJ�RI�WKH�ULVN�FDSLWDO�PDUNHWV�ZKLFK�SURYLGH�WKLV�ILQDQFH�
DQG�SXEOLF�SROLF\�LQVWUXPHQWV�LQ�WKLV�VSKHUH�DUH�W\SLFDOO\�DSSOLHG�ZKHQ�WKHVH
PDUNHWV�IDOWHU�DQG�VRPH�IRUP�RI�VXSSRUW�LV�QHHGHG�WR�UHFWLI\�PDUNHW�IDLOXUH�
:KHQ�VXFFHVVIXOO\�DSSOLHG��WKHVH�SROLFLHV�FDQ�WKHUHIRUH�FDWDO\VH�WKH�IORZ�RI�ULVN
FDSLWDO�IRU�5	'�DQG�LQQRYDWLRQ�UHODWHG�DFWLYLWLHV�DQG�OHDG�WR�DQ�RYHUDOO�LQFUHDVH�LQ
5	'�LQYHVWPHQW�OHYHOV��ERWK�GLUHFWO\�YLD�WKH�XVH�RI�WKLV�ILQDQFH�IRU�5	'�SURMHFWV�
DQG�LQGLUHFWO\�YLD�WKH�ORQJHU�WHUP�UHLQYHVWPHQW�RI�SURILWV�LQWR�5	'�DFWLYLWLHV�
%HIRUH�GLVFXVVLQJ�WKH�W\SH�RI�SROLFLHV�DQG�SROLF\�LQVWUXPHQWV�WKDW�FDQ�EH�XVHG�
KRZHYHU��D�VKRUW�GHVFULSWLRQ�RI�WKH�ULVN�FDSLWDO�PDUNHWV�FRQFHUQHG�DQG�WKH�DFWRUV
LQYROYHG�LQ�WKHP�LV�KHOSIXO�

$�6KRUW�'HVFULSWLRQ�RI�5LVN�&DSLWDO�0DUNHWV

([KLELW�����VXPPDULVHV�VRPH�RI�WKH�FRQFHSWV�XVHG�ZKHQ�GLVFXVVLQJ�WKH�ILQDQFLQJ
RI�5	'�DQG�LQQRYDWLRQ���,Q�SDUWLFXODU��LW�GLVWLQJXLVKHV�EHWZHHQ�WKH�FRQFHSWV�RI
µ3ULYDWH�5LVN�&DSLWDO¶�DQG�µ9HQWXUH�&DSLWDO¶��9&��EHIRUH�JRLQJ�RQ�WR�SURYLGH
GHVFULSWLRQV�RI�WKH�GLIIHUHQW�XVHV�PDGH�RI�µ3ULYDWH�5LVN�&DSLWDO¶���,Q�WKLV�VHFWLRQ�RI
WKH�UHSRUW��WKH�EURDGHU�FRQFHSW�RI�µ5LVN�&DSLWDO¶�LV�XVHG�UDWKHU�WKDQ�WKDW�RI
µ9HQWXUH�&DSLWDO¶�EHFDXVH�WKH�ODWWHU�XVXDOO\�UHIHUV�WR�WKH�SURYLVLRQ�RI�HTXLW\�IRU
\RXQJ�XQTXRWHG�FRPSDQLHV�ZLWK�KLJK�JURZWK�SRWHQWLDO�DQG�KLJK�FRPPHUFLDO
XQFHUWDLQW\��ZKHUHDV�WKH�PRUH�LQFOXVLYH�FRQFHSW�RI�µ5LVN�&DSLWDO¶�FDSWXUHV�WKH�XVH
RI�ORDQV�DV�ZHOO�DV�HTXLW\�ILQDQFH�DQG�LQFOXGHV�K\EULG�HTXLW\�ORDQ�DUUDQJHPHQWV
NQRZQ�DV�µ0H]]DQLQH¶�ILQDQFH�SURGXFWV���7KH�WHUP�µ3ULYDWH�5LVN�&DSLWDO¶�LV�IXUWKHU
XVHG�WR�UHIHU�RQO\�WR�LQYHVWPHQW�LQ�FRPSDQLHV�ZKRVH�VKDUHV�DUH�QRW�WUDGHG�RQ
SXEOLF�HTXLW\�PDUNHWV�
9HQWXUH�&DSLWDO�LV�W\SLFDOO\�XVHG�WR�ILQDQFH�µVHHG¶��µVWDUW�XS¶�DQG�µRWKHU�HDUO\
VWDJH¶�SURMHFWV���&RUUHVSRQGLQJO\��µVHHG�FDSLWDO¶�LV�ILQDQFH�SURYLGHG�DW�WKH�HDUOLHVW
VWDJH�WR�UHVHDUFK��DVVHVV�DQG�GHYHORS�DQ�LQLWLDO�FRQFHSW��µ6WDUW�8S�&DSLWDO¶�LV
ILQDQFH�SURYLGHG�WR�D�FRPSDQ\�IRU�SURGXFW�GHYHORSPHQW��LQLWLDO�PDUNHWLQJ�DQG
WKH�FRPPHQFHPHQW�RI�FRPPHUFLDO�VDOHV��DQG�µ2WKHU�(DUO\�6WDJH�&DSLWDO¶�LV
ILQDQFH�WR�DQ�H[LVWLQJ�FRPSDQ\�ZLWK�VRPH�UHYHQXHV�EXW�LQ�QHHG�RI�JUHDWHU
LQYHVWPHQW�IRU�DFWLYLWLHV�VXFK�DV�PDQXIDFWXULQJ�DQG�VDOHV�GHYHORSPHQW���7KH
WHUP�µ7HFKQRORJ\�,QYHVWPHQW¶�LV�DOVR�RIWHQ�XVHG�WR�GHVFULEH�WKH�PDMRU�IRFXV�RI
YHQWXUH�FDSLWDO�LQYHVWPHQW��L�H��LQYHVWPHQW�LQ�EXVLQHVVHV�OLNHO\�WR�JHQHUDWH�KLJK
UHWXUQV�YLD�WKH�GHYHORSPHQW�RI�QHZ�WHFKQRORJLHV�RU�LQQRYDWLYH�XVHV�RI�H[LVWLQJ
WHFKQRORJLHV�
7KH�PDLQ�DFWRUV�LQYROYHG�LQ�WKH�3ULYDWH�5LVN�&DSLWDO�VSKHUH�DUH�DV�IROORZV�

• 7KH�µSURYLGHUV¶�RI�3ULYDWH�5LVN�&DSLWDO�WR�FRPSDQLHV�DUH�IRUPDO�YHQWXUH
FDSLWDO�DQG�EX\�RXW�IXQGV�DV�ZHOO�DV�LQIRUPDO�LQYHVWRUV��L�H��EXVLQHVV
DQJHOV���FRUSRUDWH�LQYHVWRUV�DQG�VSHFLDOLVW�OHQGHUV�XVLQJ�PH]]DQLQH
SURGXFWV�

• 7KH�µFXVWRPHUV¶�RI�WKH�3ULYDWH�5LVN�&DSLWDO�LQGXVWU\�DUH�LQYHVWRUV�ZKR�DUH
VHHNLQJ�ULVN�ZHLJKWHG�UHWXUQV�IURP�WKHLU�LQYHVWPHQWV���7KHVH�LQYHVWRUV
DUH�HLWKHU�LQGLYLGXDOV��RU�V\QGLFDWHV�RI�LQGLYLGXDOV�LQYHVWLQJ�LQ�WKHLU�RZQ
ULJKW��RU�LQVWLWXWLRQV��H�J��SHQVLRQ�IXQGV�DQG�EDQNV��SDUWLFXODUO\�LQ
FRQWLQHQWDO�(XURSH��
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• 7KH�µVXSSOLHUV¶�WR�WKH�LQGXVWU\�DUH�WKH�JURZLQJ�FRPSDQLHV�ZKR�SURYLGH
WKH�LQYHVWPHQW�RSSRUWXQLWLHV�IRU�WKH�LQGXVWU\�

([KLELW�������3ULYDWH�5LVN�&DSLWDO�DQG�5HODWHG�&RQFHSWV

+HDGLQJ 6XE�KHDGLQJ 'HILQLWLRQ
3ULYDWH
5LVN
&DSLWDO

6HHG�&DSLWDO
)LQDQFH�SURYLGHG�DW�WKH�HDUOLHVW�VWDJH�WR
UHVHDUFK��DVVHVV�DQG�GHYHORS�DQ�LQLWLDO
FRQFHSW�

6WDUW�8S�&DSLWDO
)LQDQFH�SURYLGHG�WR�D�FRPSDQ\�IRU�SURGXFW
GHYHORSPHQW��LQLWLDO�PDUNHWLQJ�DQG�WKH
FRPPHQFHPHQW�RI�FRPPHUFLDO�VDOHV

�2WKHU��(DUO\�
6WDJH�&DSLWDO

)LQDQFH�WR�DQ�H[LVWLQJ�FRPSDQ\�ZLWK�VRPH
UHYHQXHV�EXW�LQ�QHHG�RI�JUHDWHU�LQYHVWPHQW
IRU�H�J��PDQXIDFWXULQJ�DQG�VDOHV
GHYHORSPHQW�

([SDQVLRQ�&DSLWDO )LQDQFH�IRU�WKH�H[SDQVLRQ�RI�DQ�HVWDEOLVKHG�
XVXDOO\�SURILWDEOH��FRPSDQ\

0DQDJHPHQW�%X\�
2XW��0%2�

)LQDQFH�SURYLGHG�WR�HQDEOH�DQ�H[LVWLQJ
PDQDJHPHQW�WHDP�WR�EX\�D�FRPSDQ\��RU
GLYLVLRQ�RI�D�FRPSDQ\��IURP�LWV�SUHVHQW
RZQHUV���8VXDOO\�SURILWDEOH��ZHOO�HVWDEOLVKHG
EXVLQHVVHV�

0DQDJHPHQW�%X\�
,Q��0%,�

$V�ZLWK�DQ�0%2�EXW�ZLWK�QHZ�PDQDJHPHQW
EURXJKW�LQ��RIWHQ�WR�WXUQ�D�FRPSDQ\�DURXQG�

0H]]DQLQH
)LQDQFH��XVHG�PDLQO\�LQ�ODUJHU�GHDOV�LQ
SURILWDEOH�FRPSDQLHV��ZKLFK�FRPELQHV�D�VPDOO
DPRXQW�RI�HTXLW\�ZLWK�ORDQV�VHFXUHG��ZKHUH
SRVVLEOH��RQ�WKH�FRPSDQ\¶V�DVVHWV���2IWHQ
XVHG�DV�H[SDQVLRQ�FDSLWDO�

9HQWXUH
&DSLWDO
�D�VXE�
VHW�RI
3ULYDWH
5LVN
&DSLWDO�

3URYLVLRQ�RI�HTXLW\�IRU�JHQHUDOO\�\RXQJ�
XQTXRWHG�FRPSDQLHV�ZLWK�KLJK�JURZWK
SRWHQWLDO�DQG�KLJK�FRPPHUFLDO�XQFHUWDLQW\�±
UDQJHV�IURP�VHHG�WR�ODWH�VWDJH�LQYHVWPHQW
ZLWK�NH\�IHDWXUH�RI�EHLQJ�µKDQGV�RQ¶
LQYROYHPHQW�E\�WKH�ILQDQFH�SURYLGHU�
'HVFULEHV�WKH�KLJKHU�ULVN�HOHPHQW�RI�WKH
3ULYDWH�5LVN�&DSLWDO�LQGXVWU\��QRUPDOO\
H[FOXGLQJ�0%2�0%,V�DQG�PH]]DQLQH�

7KH�YHQWXUH�FDSLWDO�HOHPHQW�RI�WKH�LQGXVWU\�DWWHPSWV�WR�VHHN�RXW�ILUPV�ZLWK�KLJK
JURZWK�SRWHQWLDO���,W�VXSSRUWV�5	'�LQWHQVLYH�FRPSDQLHV�RQO\�EHFDXVH�WKHVH�DUH
GHHPHG�OLNHO\�WR�JURZ�UDSLGO\�DQG�JHQHUDWH�ERWK�WKH�KLJK�UHWXUQV�WKH�LQGXVWU\
QHHGV�WR�FRPSHQVDWH�IRU�IDLOHG�LQYHVWPHQWV�DQG�DSSURSULDWH�UHWXUQV�IRU
LQYHVWRUV���7KH�PDLQ�FRQFHUQ�RI�WKH�YHQWXUH�FDSLWDO�VHFWRU��WKHUHIRUH��LV�ZLWK�WKH
JURZWK�RI�ILUPV�DV�D�ZKROH�UDWKHU�WKDQ�ZLWK�WKH�DFWLYLW\�RI�5	'�SHU�VH�RU��HYHQ
PRUH�SHUWLQHQWO\��ZLWK�DEVROXWH�OHYHOV�RI�5	'�LQYHVWPHQW���6RPH�RI�WKH�YHQWXUH
FDSLWDO�LV�XVHG�E\�ILUPV�WR�ILQDQFH�5	'��DQG�5	'�LQYHVWPHQW�OHYHOV�FDQ�EH�UDLVHG
YLD�WKLV�URXWH��EXW�WKH�PDLQ�SXUSRVH�RI�WKH�LQYHVWPHQW�LV�WR�JHQHUDWH�JURZWK��DQG
LW�LV�WKLV�JURZWK�WKDW�HYHQWXDOO\�DOORZV�VXFFHVVIXO�FRPSDQLHV�WR�UHLQYHVW�LQ�IXWXUH
5	'�DFWLYLWLHV�
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,PSRUWDQFH�RI�5LVN�&DSLWDO�IRU�3ULYDWH�6HFWRU�5	'�6SHQGLQJ

$OWKRXJK�WKH�LPSDFW�RI�3ULYDWH�5LVN�&DSLWDO�RQ�SULYDWH�VHFWRU�5	'�VSHQGLQJ�LV�QRW
WKH�SULPDU\�FRQFHUQ�RI�WKH�5LVN�&DSLWDO�VHFWRU��WKHUH�LV�OLWWOH�GRXEW�WKDW�ULVN
FDSLWDO�KDV�D�FULWLFDO�LPSDFW�RQ�WKH�5	'�DFWLYLWLHV�RI�FHUWDLQ�FDWHJRULHV�RI
EXVLQHVV���0RVW�REYLRXVO\��FHUWDLQ�5	'�LQWHQVLYH��LQGHSHQGHQW�VPDOO�ILUPV
ZRUNLQJ�RQ�LQQRYDWLYH�WHFKQRORJLHV�LQ�VHFWRUV�VXFK�DV�ELRVFLHQFHV��,&7�
KHDOWKFDUH��QDQRWHFKQRORJ\�DQG�QHZ�PDWHULDOV�ZRXOG�QRW�H[LVW�ZLWKRXW�ULVN
FDSLWDO�ILQDQFLQJ���,QGLUHFWO\�WRR��LI�DQG�ZKHQ�VXFK�ILUPV�VXFFHHG�LQ�VROYLQJ
WHFKQLFDO�ERWWOHQHFNV��WKHLU�DFWLYLWLHV�FDQ�WULJJHU�FRPSOHPHQWDU\�5	'�VSHQGLQJ
RQ�DSSOLFDWLRQV�E\�RWKHU�DFWRUV��LQFOXGLQJ�ODUJH�FRUSRUDWLRQV�
/DUJH�QDWLRQDO�DQG�LQWHUQDWLRQDO�FRUSRUDWLRQV�DUH�XQOLNHO\�WR�QHHG�SULYDWH�ULVN
FDSLWDO�IRU�IXQGLQJ�5	'��DV�WKH\�KDYH�UHWDLQHG�HDUQLQJV�DQG�DFFHVV�WR�SXEOLF
HTXLW\�PDUNHWV���,QGHHG��WKURXJK�GLUHFW�LQYHVWPHQW�LQ�SURPLVLQJ��5	'�LQWHQVLYH
60(V�DQG�LQGLUHFW�FRUSRUDWH�YHQWXULQJ��LQYHVWLQJ�LQ�YHQWXUH�FDSLWDO�IXQGV���PDQ\
ODUJH�FRUSRUDWLRQV�DUH�VXSSO\LQJ�IXQGV�WR�WKH�SULYDWH�ULVN�FDSLWDO�PDUNHW�
7KH�PDLQ�XVHUV�RI�ULVN�FDSLWDO�IRU�5	'�DUH�WKHUHIRUH�\RXQJ��LQQRYDWLRQ�RULHQWHG
60(V�ZLWK�KLJK�JURZWK�SRWHQWLDO�VXEMHFW�WR�LQWHUQDO�ILQDQFLQJ�FRQVWUDLQWV���7KHVH
UHSUHVHQW�RQO\�D�WLQ\�SURSRUWLRQ�RI�WKH�JHQHUDO�SRSXODWLRQ�RI�60(V��DQG�RQO\�D
YHU\�VPDOO�SHUFHQWDJH�HYHQ�RI�WHFKQRORJ\�RULHQWHG�60(V���7R�PHHW�WKH
UHTXLUHPHQWV�RI�ULVN�FDSLWDO�LQYHVWRUV��VXFK�60(V�QHHG�WR�GHPRQVWUDWH�VWURQJ
SRWHQWLDO�IRU�UDSLG�JURZWK�DQG�WKH�FDSDFLWLHV�DQG�FDSDELOLWLHV�QHFHVVDU\�WR
DFKLHYH�DQG�VXVWDLQ�WKDW�JURZWK���7KH�W\SH�RI�ULVN�FDSLWDO�XVHG�E\�WKHVH
FRPSDQLHV�LV�EHVW�GHVFULEHG�XQGHU�WKH�KHDGLQJ�µYHQWXUH�FDSLWDO¶�
9HQWXUH�FDSLWDO�SURYLGHG�WR�FRPSDQLHV�LQ�WKH�ILUVW�SKDVHV�RI�WKHLU�OLIH�F\FOH�LV
RIWHQ�XVHG�WR�ILQDQFH�DFWLYLWLHV�WKDW�DUH�KLJKO\�5	'�LQWHQVLYH���&RQVHFXWLYH
ILQDQFLQJ�VWDJHV�DQG�LQYHVWPHQW�URXQGV�DUH�FRQYHQWLRQDOO\�GLVWLQJXLVKHG�DV�VHHG�
VWDUW�XS�DQG��RWKHU��HDUO\�VWDJH���%URDGO\�VSHDNLQJ�WKH�5	'�LQWHQVLW\��DQG
SDUWLFXODUO\�WKH�UHVHDUFK�FRPSRQHQW��GLPLQLVKHV�DV�VXFFHVVLYH�SKDVHV�DUH
FRPSOHWHG�
6SLQ�RII�FRPSDQLHV�IURP�XQLYHUVLWLHV�DQG�UHVHDUFK�LQVWLWXWHV�VHW�XS�WR
FRPPHUFLDOLVH�QHZ�LQWHOOHFWXDO�SURSHUW\�DUH�D�VLJQLILFDQW�DQG�LPSRUWDQW�VXE�
FDWHJRU\�RI�5	'�LQWHQVLYH�VWDUW�XSV���:KLOH�VRPH�ZLOO�KDYH�DPELWLRXV�EXVLQHVV
SODQV�UHO\LQJ�RQ�YHQWXUH�FDSLWDO�WR�GHYHORS��ODXQFK�DQG�GLVWULEXWH�QHZ�SURGXFWV
DQG�VHUYLFHV�WR�LQWHUQDWLRQDO�PDUNHWV�ZLWKLQ�D�WLJKW�WLPH�VFDOH��RWKHUV�ZLWK�PRUH
PRGHVW�DPELWLRQV�ZLOO�IRFXV�RQ�FRQWUDFW�5	'�RU�HYROYH�LQWR�WKH�µOLIHVW\OH¶
FRPSDQLHV�IDYRXUHG�E\�PDQ\�VFLHQWLVWV�OHDYLQJ�IXOO�WLPH�DFDGHPLF�SRVLWLRQV�
&RPSDQLHV�LQ�WKH�ODWWHU�JURXS�DUH�OHVV�OLNHO\�WR�QHHG�YHQWXUH�FDSLWDO��WKRXJK�D
IHZ�PD\�JURZ�WR�EHFRPH�LPSRUWDQW�YHQWXUH�FDSLWDO�FDQGLGDWHV�VRPH�\HDUV�DIWHU
HVWDEOLVKPHQW�

)DFWRUV�$IIHFWLQJ�WKH�)ORZ�RI�3ULYDWH�5LVN�&DSLWDO�WR�5	'�,QWHQVLYH�)LUPV

0DLQWDLQLQJ�WKH�IORZ�RI�3ULYDWH�5LVN�&DSLWDO�WR�UHVHDUFK�LQWHQVLYH�60(V�PD\�EH
LPSRUWDQW�IRU�WKH�FRPSDQLHV�FRQFHUQHG�DQG�IRU�5	'�LQYHVWPHQW�OHYHOV�JHQHUDOO\�
EXW�PDQ\�IDFWRUV�DIIHFW�WKH�OHYHO�DQG�LQWHQVLW\�RI�WKLV�IORZ���7KH�9HQWXUH�&DSLWDO
VHFWRU�RI�WKH�LQGXVWU\��IRU�H[DPSOH��KDV�WR�FRPSHWH�IRU�LQYHVWRUV¶�IXQGV�ZLWK�WKH
OHYHUDJHG�EX\�RXW�VHFWRU�RI�WKH�LQGXVWU\���0DQ\�LQYHVWRUV�SUHIHU�WR�FKDQQHO�WKHLU
IXQGV�LQWR�0DQDJHPHQW�%X\�2XWV��0%2V��DQG�0DQDJHPHQW�%X\�,QV��0%,V���ERWK
RI�ZKLFK�FDQ�JHQHUDWH�UHWXUQV�IRU�LQYHVWRUV�YLD�WKH�XVH�RI�VRSKLVWLFDWHG�ILQDQFLDO
OHYHUDJH�WHFKQLTXHV�DQG�RIWHQ�GR�QRW�QHHG�WR�JHQHUDWH�WKH�OHYHO�RI�JURZWK�LQ
LQGLYLGXDO�LQYHVWHH�FRPSDQLHV�QHHGHG�E\�YHQWXUH�LQYHVWRUV���,QYHVWRUV�LQ�0%2V
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DQG�0%,V�DUH�WKHUHIRUH�OHVV�OLNHO\�WR�VHHN�RXW�LQYHVWPHQWV�WKDW�DUH�GHSHQGHQW�RQ
JHQHUDWLQJ�JURZWK�IURP�WKH�UHVHDUFK��GHYHORSPHQW�DQG�PDUNHWLQJ�RI�QHZ
SURGXFWV�DQG�SURFHVVHV�
7KH�IORZ�RI�SULYDWH�5LVN�&DSLWDO�LV�DOVR�JUHDWO\�DIIHFWHG�E\�WKH�JHQHUDO�ILQDQFLDO
HQYLURQPHQW�DQG�WKH�IDWH�RI�SXEOLF�HTXLW\�PDUNHWV���7KLV�LV�SDUWLFXODUO\�WUXH�DW�WKH
FXUUHQW�WLPH��ZKHQ�LQYHVWPHQW�OHYHOV�DUH�DW�D�ORZ�HEE���,Q�'HFHPEHU�������WKH
(XURSHDQ�3ULYDWH�(TXLW\�DQG�9HQWXUH�&DSLWDO�$VVRFLDWLRQ�QHZVOHWWHU�UHSRUWHG�WKDW

³,Q�������D�ODUJH�SURSRUWLRQ�RI�WKH�FRPSDQLHV�IXQGHG�E\�YHQWXUH
FDSLWDOLVWV�ZHUH�H[LVWLQJ�SRUWIROLR�FRPSDQLHV��UHFDSLWDOLVDWLRQV�RI�H[LVWLQJ
EXVLQHVVHV��RU�FRUSRUDWH�GLYHVWLWXUHV���9HU\�IHZ�QHZ�FRPSDQLHV�KDYH
EHHQ�FUHDWHG�LQ�WKH�ODVW����PRQWKV���(DUO\�VWDJH�GHDO�IORZ�KDV
SOXPPHWHG�E\�DQ\WKLQJ�XS�WR�����LQ�WKH�ILUVW�HLJKW�PRQWKV�RI������
FRPSDUHG�WR�WKH�VDPH�SHULRG�LQ������´

7KH�YROXPH�RI�LQYHVWPHQW�UHFRUGHG�DW�WKH�VHHG�DQG�VWDUW�XS�VWDJH�KDV�LQ�IDFW
IDOOHQ�IURP� ����ELOOLRQ�LQ�������WR� ����ELOOLRQ�LQ������DQG�WR� ����ELOOLRQ�IRU�WKH
ILUVW�WKUHH�TXDUWHUV�RI������
)XQGV�UDLVHG�IRU�LQYHVWPHQW�DOVR�DSSHDU�WR�KDYH�GHFOLQHG�GUDPDWLFDOO\�
$FFRUGLQJ�WR�GDWD�IURP�WKH�(XURSHDQ�9HQWXUH�&DSLWDO�$VVRFLDWLRQ��(9&$���D�WRWDO
RI� �����ELOOLRQ�ZDV�UDLVHG�LQ�WKH�ILUVW���TXDUWHUV�RI�������DJDLQVW�D�WRWDO�RI� ����
ELOOLRQ�IRU�WKH�ZKROH�RI�������ZLWK�PXFK�RI�LW�UDLVHG�IRU�EX\�RXW�DFWLYLW\��
2QH�VLJQLILFDQW�UHDVRQ�IRU�WKH�UHGXFWLRQ�LQ�IXQGV�UDLVHG�LV�WKH�LPSDFW�RI�GHFOLQLQJ
SXEOLF�HTXLW\�PDUNHW�YDOXHV�RQ�LQVWLWXWLRQDO�LQYHVWRUV���7KRVH�LQVWLWXWLRQV�WKDW�GR
LQYHVW�LQ�SULYDWH�ULVN�FDSLWDO�RIWHQ�DOORFDWH�D�IL[HG�SURSRUWLRQ�RI�WKHLU�IXQGV�WR�WKLV
DVVHW�FODVV���$V�WKHLU�IXQGV�RYHUDOO�KDYH�GHFOLQHG�LQ�YDOXH��EHFDXVH�RI�GHFOLQLQJ
VWRFN�PDUNHWV���WKH�PD[LPXP�SURSRUWLRQDWH�DOORFDWLRQV�WR�ULVN�FDSLWDO�DUH�TXLFNO\
UHDFKHG��DQG�HYHQ�EUHDFKHG���,Q�H[WUHPH�FDVHV��VRPH�LQVWLWXWLRQV�KDYH�EHHQ
IRUFHG�WR�VHOO��DW�D�GLVFRXQW��WKHLU�ULVN�FDSLWDO�KROGLQJV�WR�VHFRQGDU\�LQYHVWRUV�DQG
IXQGV�LQ�RUGHU�WR�EDODQFH�WKHLU�SRUWIROLRV���2WKHUV�KDYH�VWRSSHG�PDNLQJ�QHZ
FRPPLWPHQWV�WR�WKLV�DVVHW�FODVV���7KRVH�WKDW�KDYH�EHHQ�IRUFHG�WR�VHOO�DW�D
GLVFRXQW�KDYH�VXIIHUHG�VXE�RSWLPDO�UHWXUQV��EHFDXVH�RI�WKH�VHOOLQJ�GLVFRXQWV��
ZKLFK�PDNHV�IXWXUH�LQYHVWPHQW�LQ�ULVN�FDSLWDO�OHVV�DWWUDFWLYH�LQ�FRPSDULVRQ�WR
RWKHU�DVVHW�FODVVHV�
3XEOLF�HTXLW\�PDUNHWV�DIIHFW�PRUH�WKDQ�MXVW�WKH�LQGXVWU\¶V�DELOLW\�WR�IXQGUDLVH
KRZHYHU���6WRFN�PDUNHW�YDOXDWLRQV�RI�SXEOLF�FRPSDQLHV�DUH�IUHTXHQWO\�XVHG�DV
YDOXDWLRQ�EHQFKPDUNV�IRU�ULVN�FDSLWDO�LQYHVWPHQWV���/RZHU�SXEOLF�PDUNHW
YDOXDWLRQV�GHSUHVV�WKH�UHWXUQV�WKDW�ULVN�FDSLWDO�LQYHVWRUV�FDQ�H[SHFW�WR�PDNH�IURP
WKH�VDOH�RI�WKHLU�LQYHVWPHQWV��WR�RWKHU�LQYHVWPHQW�ILUPV��WUDGH�EX\HUV�
PDQDJHPHQW�WHDPV�HWF�����7KH�YLUWXDO�FORVXUH�RI�SXEOLF�PDUNHW�IORWDWLRQV�DV�DQ
H[LW�URXWH�IRU�(XURSHDQ�KLJK�WHFK�YHQWXUH�FDSLWDOLVWV�LV�DOVR�D�VLJQLILFDQW�FXUUHQW
SUREOHP���)URP�D�WRWDO�RI�����FRPSDQLHV�IORDWHG�LQ�������WKH�IORZ�ZDV�UHGXFHG
WR����LQ�������DQG����LQ�WKH�ILUVW�WKUHH�TXDUWHUV�RI��������$FFRUGLQJ�WR
LQIRUPDWLRQ�IURP�&UHGLW�6XLVVH�)LUVW�%RVWRQ��&6)%���RQO\�RQH�QHZ�WHFKQRORJ\
VHFWRU�SXEOLF�RIIHULQJ�DERYH� ���PLOOLRQ�WRRN�SODFH�LQ�������FRPSDUHG�WR�ILYH�LQ
�����
3DUWLFXODU�SUREOHPV�DUH�DOVR�FXUUHQWO\�EHLQJ�H[SHULHQFHG�E\�YHQWXUH�FDSLWDO�IXQGV
VHHNLQJ�WR�UDLVH�QHZ�IXQGV�IRU�IXWXUH�LQYHVWPHQW�SURJUDPPHV���0DQ\��EXW�QRW
DOO��RI�WKHVH�IXQGV�ORVW�ODUJH�DPRXQWV�RI�LQYHVWRUV¶�PRQH\�E\�LQYHVWLQJ�XQZLVHO\
LQ�WKH�µGRW�FRP�EXEEOH¶���(YHQ�WKRVH�IXQGV�WKDW�GLG�PDQDJH�WKHLU�H[SRVXUH�WR
GRW�FRP�LQYHVWPHQWV��DQG�KHQFH�SURWHFWHG�LQYHVWRUV¶�UHWXUQV��KDYH�EHFRPH
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WDUUHG�E\�WKH�YHU\�SHUYDVLYH�QHJDWLYH�DWWLWXGH�WKDW�FXUUHQWO\�H[LVWV�WRZDUGV
µWHFKQRORJ\�LQYHVWLQJ¶���6RPH�RI�WKHVH�IXQG�PDQDJHUV��HYHQ�WKRVH�ZLWK�H[WHQVLYH
SRVLWLYH�WUDFN�UHFRUGV�IRU�YHQWXUH�FDSLWDO�LQYHVWLQJ��PD\�QRW�EH�DEOH�WR�VXUYLYH
WKLV�FXUUHQW�GRZQWXUQ�DV�WKH\�ZLOO�EH�XQDEOH�WR�DWWUDFW�QHZ�LQVWLWXWLRQDO
LQYHVWPHQW�

7KH�5ROH�RI�3XEOLF�3ROLF\

(YHQ�WKRXJK�WKH�EHKDYLRXU�RI�WKH�SXEOLF�HTXLW\�PDUNHWV�KDV�D�VLJQLILFDQW�HIIHFW
RQ�WKH�ULVN�FDSLWDO�LQGXVWU\��SXEOLF�SROLF\�DFWLRQ�WR�VWLPXODWH�WKHVH�PDUNHWV
�EH\RQG�FUHDWLQJ�WKH�PDFURHFRQRPLF�VWDELOLW\�DQG�JURZWK�WKDW�ZLOO�OHDG�WR�D
UHWXUQ�RI�LQYHVWRU�FRQILGHQFH��LV�QRW�FRQVLGHUHG�DSSURSULDWH���3XEOLF�SROLF\�DFWLRQ
LV�OLNHO\�WR�EH�PRUH�FRVW�HIIHFWLYH�DQG�OHVV�GLVWRUWLQJ�LI�LW�LV�WDUJHWHG�DW�EHKDYLRXU
HDUOLHU�LQ�WKH�ULVN�FDSLWDO�LQYHVWPHQW�F\FOH���:KHWKHU�YHQWXUH�FDSLWDO�PDUNHWV�DUH
ZHOO�HVWDEOLVKHG�RU�XQGHYHORSHG��VXSSRUW�PHDVXUHV�ZLOO�KDYH�PRVW�LPSDFW
DW�WKH�HDUOLHVW�VWDJHV�RI�LQYHVWPHQW��DV�WKLV�LV�WKH�SRLQW�DW�ZKLFK�WKH
SULYDWH�PDUNHW�LV�PRVW�FRQVWUDLQHG�
7KH�GHVLUH�WR�LPSOHPHQW�SXEOLF�SROLFLHV�GHVLJQHG�WR�LQFUHDVH�YHQWXUH�FDSLWDO�IORZV
DQG�UDLVH�5	'�LQYHVWPHQW�OHYHOV�VKRXOG�EH�WHPSHUHG�ZLWK�FDXWLRQ��KRZHYHU�
6LQFH�LW�LV�WKH�SULYDWH�VHFWRU�WKDW�ODUJHO\�GULYHV�WKH�ULVN�FDSLWDO�PDUNHW��DQ\�SXEOLF
VHFWRU�LQWHUYHQWLRQ�FUHDWHV�D�UHDO�GDQJHU�RI�PDUNHW�GLVWRUWLRQ�XQOHVV�WKH
LQWHUYHQWLRQ�LQ�TXHVWLRQ�LV�VHQVLWLYH�DQG�PDUNHW�RULHQWHG���$OO�UHFRPPHQGDWLRQV
IRU�SXEOLF�VXSSRUW�PHDVXUHV�WKXV�KDYH�WR�EH�SUHIDFHG�ZLWK�WKH�JHQHUDO�FDYHDW
WKDW�SXEOLF�VXSSRUW�VKRXOG��DV�IDU�DV�SRVVLEOH��EH�QRQ�GLVWRUWLQJ��WLPH�
OLPLWHG��QRQ�EXUHDXFUDWLF�DQG�VXEMHFW�WR�UREXVW��H[WHUQDO��DQG
LQGHSHQGHQW�HYDOXDWLRQ���:KHUHYHU�SRVVLEOH��QHZ�LQWHUYHQWLRQV�VKRXOG�DOVR
FR�RUGLQDWH�ZLWK�H[LVWLQJ�UHJLRQDO��QDWLRQDO�DQG�WUDQVQDWLRQDO�ULVN�FDSLWDO
PHDVXUHV�WR�SURYLGH�D�FRKHUHQW�VHW�RI�PHDVXUHV�DFURVV�WKH�(8�
7KH�SXEOLF�VHFWRU�FDQ�LQIOXHQFH�WKH�ZRUNLQJV�RI�WKH�ULVN�FDSLWDO�PDUNHW�E\
LQWHUYHQLQJ�LQ�WKH�RSHUDWLRQ�RI�WKH�LQGXVWU\�ZKHQHYHU�WKHUH�LV�WKH�ULVN�RI�PDUNHW
IDLOXUH���,Q�SDUWLFXODU��SXEOLF�SROLF\�LQVWUXPHQWV�WDFNOLQJ�FRQVWUDLQWV�DQG�JDSV�FDQ
EH�XVHG��WR�DGMXVW�WKH�ULVN�UHWXUQ�UDWLRV�RI�LQGLYLGXDO�LQYHVWPHQWV�RU�SRUWIROLRV�RI
LQYHVWPHQWV��WR�DGGUHVV�GHPDQG�FRQVWUDLQWV��DQG�WR�LQIOXHQFH�WKH�IUDPHZRUN
FRQGLWLRQV�JRYHUQLQJ�PDUNHW�DFWLYLW\�
'LIIHUHQFHV�LQ�UHJXODWLRQ�DQG�WD[DWLRQ�RI�LQYHVWPHQW�DFURVV�WKH�(8�FUHDWH�EDUULHUV
WR�WKH�HIILFLHQW�JURZWK�RI�LQYHVWPHQW�LQ�SULYDWH�ULVN�FDSLWDO�DQG�WR�WKH�FURVV�
ERUGHU�GHYHORSPHQW�RI�IXQG�PDQDJHPHQW�WHDPV���8QFHUWDLQWLHV�FRQFHUQLQJ�WKH
RZQHUVKLS�DQG�SURWHFWLRQ�RI�LQWHOOHFWXDO�SURSHUW\�ULJKWV��ZKLFK��DW�WKH�HDUOLHVW
VWDJHV��DUH�RIWHQ�WKH�RQO\�DVVHW�LQ�ZKLFK�WR�LQYHVW��FDQ�DOVR�LQFUHDVH�WKH
FRPSOH[LW\�DQG�UHODWLYH�FRVW�RI�HDUO\�VWDJH�LQYHVWPHQW���7KHVH�DQG�RWKHU
IUDPHZRUN�FRQGLWLRQV��WRJHWKHU�ZLWK�UHFRPPHQGDWLRQV�IRU�DFWLRQ��DUH�GLVFXVVHG
LQ�JUHDWHU�GHWDLO�LQ�6HFWLRQ�������
&RQVWUDLQWV�DUH�UHFRJQLVHG�RQ�WKH�PDUNHW�VXSSO\�RI�HDUO\�VWDJH�YHQWXUH�FDSLWDO
LQYHVWPHQW��SDUWLFXODUO\�DW�VHHG�DQG�VWDUW�XS�VWDJHV���0RVW�GHULYH�IURP�WKH
FRPELQDWLRQ�RI�KLJK�ULVN�DQG�KLJK�UHODWLYH�FRVWV�LQ�UHODWLRQ�WR�WKH�LQYHVWPHQW�VL]H�
2WKHUV�UHODWH�WR�WKH�XQXVXDO�FRPELQDWLRQ�RI�EXVLQHVV�DQG�WHFKQLFDO�VNLOOV��DV�ZHOO
DV�H[SHULHQFH��UHTXLUHG�E\�FRQVLVWHQWO\�VXFFHVVIXO�HDUO\�VWDJH�YHQWXUH�PDQDJHUV�
<HW�DQRWKHU�LVVXH�LV�LQVXIILFLHQW�QHWZRUNLQJ��FR�RSHUDWLRQ�DQG�FR�LQYHVWPHQW
DPRQJ�HDUO\�VWDJH�IXQGV�RI�GLIIHUHQW�VL]HV�DQG�LQ�GLIIHUHQW�ORFDOLWLHV���1HJDWLYH
LQYHVWRU�DWWLWXGHV�WR�YHQWXUH�RU�WHFKQRORJ\�LQYHVWLQJ�DUH�DOVR�DQ�LPSRUWDQW
FRQVWUDLQW�
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7KHUH�DUH�DOVR�FRQVWUDLQWV�DFWLQJ�RQ�WKH�GHPDQG�IRU�YHQWXUH�FDSLWDO���7KHVH�FDQ
DULVH�IURP�D�ODFN�RI�XQGHUVWDQGLQJ�RI�WKH�QHHGV�RI�ULVN�FDSLWDO�LQYHVWRUV��IURP
LQDGHTXDWH�PDQDJHPHQW��DQG�IURP�VKRUWDJHV�ZLWKLQ�ILUPV�RI�VRPH�RI�WKH�RWKHU
NH\�EXVLQHVV�UHVRXUFHV�QHFHVVDU\�WR�PD[LPLVH�WKH�FRPPHUFLDO�EHQHILWV�RI
LQQRYDWLRQV���6XSSO\�DQG�GHPDQG�FRQVWUDLQWV��WRJHWKHU�ZLWK�D�GLVFXVVLRQ�RI�WKH
µEULGJH�PHFKDQLVPV¶�QHHGHG�WR�EULGJH�WKH�JDS�EHWZHHQ�WKH�VXSSO\�DQG�GHPDQG
IRU�VSLQ�RXWV�IURP�XQLYHUVLWLHV�DQG�UHVHDUFK�LQVWLWXWLRQV��DUH�GLVFXVVHG�LQ�JUHDWHU
GHWDLO��ZLWK�VSHFLILF�UHFRPPHQGDWLRQV�IRU�DFWLRQ��LQ�6HFWLRQ�������

3RWHQWLDO�,PSDFW�RI�5LVN�&DSLWDO�6XSSRUW�0HDVXUHV

8QGHUVWDQGLQJ�WKH�SRWHQWLDO�LPSDFW�RI�5LVN�&DSLWDO�VXSSRUW�PHDVXUHV�RQ�5	'
LQYHVWPHQW�OHYHOV�LV�FRPSOLFDWHG�LQ�WKH�ILUVW�LQVWDQFH�E\�WKH�IDFW�WKDW�WKH
UHODWLRQVKLS�EHWZHHQ�WKH�IXQFWLRQLQJ�RI�WKH�ULVN�FDSLWDO�PDUNHW�DQG�5	'�VSHQGLQJ
LV�LWVHOI�FRPSOH[���60(V�DV�D�JURXS�FRQWULEXWH�D�UHODWLYHO\�VPDOO�SURSRUWLRQ�RI
EXVLQHVV�5	'�VSHQGLQJ�LQ�WKH�(8��MXVW�RYHU�������DQG�HYHQ�OHVV�LQ�WKH�86$��MXVW
XQGHU��������2YHUDOO�5	'�LQWHQVLWLHV�FDQ�EH�VXEVWDQWLDOO\�KLJKHU��KRZHYHU�
DPRQJ�WHFKQRORJ\�IRFXVHG�60(V��SDUWLFXODUO\�XQLYHUVLW\�DQG�UHVHDUFK�LQVWLWXWH
VSLQ�RXWV��WKDQ�DPRQJ�WHFKQRORJ\�GULYHQ�ODUJH�ILUPV���0RUH�LPSRUWDQW��WKRXJK
OHVV�ZHOO�XQGHUVWRRG��DUH�WKH�OHYHUDJH�DQG�SHUKDSV�FDWDO\WLF�HIIHFWV�RI�60(
LQQRYDWLRQ�DFWLYLW\�ZLWKLQ�WKH�ZKROH�LQQRYDWLRQ�SURFHVV���$�NH\�IXQFWLRQ�RI�ULVN
FDSLWDO�PD\�EH�WR�HQDEOH�WKH�HVWDEOLVKPHQW�RI�QHZ�60(V�WKDW�DUH�SHUPDQHQWO\
PRUH�5	'�LQWHQVLYH�LQ�WKHLU�EXVLQHVV�FXOWXUH�WKDQ�WKH�EXON�RI�60(V��HYHQ�PRUH
VR�WKDQ�WKH�FODVV�RI�OHDGLQJ�WHFKQRORJ\�XVHUV���6RPH�RI�WKHVH�60(V�ZLOO�JURZ�WR
EH�ODUJH�HQWHUSULVHV�ZKLOH�PDLQWDLQLQJ�KLJK�5	'�LQWHQVLW\���6PDOO�WHFKQRORJ\�
EDVHG�ILUPV�DUH�DOVR�LPSRUWDQW�LQ�WKH�FRPSHWLWLYHQHVV�RI�ODUJH�ILUPV�WKDW�DGRSW�D
µEX\¶�UDWKHU�WKDQ�D�µEXLOG¶�VWUDWHJ\�
,Q�WKH�86��WKH�60(�VKDUH�RI�EXVLQHVV�5	'�QHDUO\�GRXEOHG�GXULQJ�WKH�����V���,I
WKLV�LV�DQ\�JXLGH��WKHUH�ZLOO�KDYH�WR�EH�D�VLPLODU�LQFUHDVH�LQ�WKH�60(�VKDUH�LQ�WKH
(8�LI�(XURSHDQ�EXVLQHVV�5	'�VSHQGLQJ�LV�WR�UHDFK�WKH�RYHUDOO����*'3�WDUJHW�E\
�������7KH�DQQXDO�JURZWK�UDWH�RI�60(�5	'�VSHQG�ZRXOG�WKHUHIRUH�QHHG�WR�EH
HYHQ�KLJKHU�WKDQ�WKH����S�D��RYHUDOO�JURZWK�UDWH�QHHGHG�WR�UHDFK�WKH����WDUJHW
�VHH�6HFWLRQ����������0RUHRYHU��PXFK�RI�WKLV�JURZWK�ZRXOG�QHHG�WR�FRPH�IURP
VRPH�RI�WKH�VPDOOHU�60(V���$JDLQ�WKH�86�H[SHULHQFH�PD\�EH�VRPH�JXLGH�WR
SRWHQWLDO��IRU�LW�ZDV�WKH�VPDOOHU�ILUPV��VSHFLILFDOO\�WKRVH�ZLWK�OHVV�WKDQ����
HPSOR\HHV��WKDW�DFKLHYHG�E\�IDU�WKH�JUHDWHVW�LQFUHDVH�LQ�5	'�VSHQG�GXULQJ�WKH
����V��UHDFKLQJ�D�VSHQG�RI�����ELOOLRQ�� ���ELOOLRQ��DQQXDOO\�RU�����RI�WRWDO
EXVLQHVV�5	'�E\��������7KLV�LQ�WXUQ�HPSKDVLVHV�WKH�QHHG�IRU�WKH�DGHTXDWH
SURYLVLRQ�RI�IRUPDO�DQG�LQIRUPDO�YHQWXUH�FDSLWDO�
6RPH�PHDVXUH�RI�WKH�PD[LPXP�SRWHQWLDO�LPSDFW�RI�ULVN�FDSLWDO�VXSSRUW�PHDVXUHV
FDQ�EH�PDGH�E\�FRQVLGHULQJ�WKH�HIIHFW�RQ�5	'�VSHQGLQJ�ZHUH�WKH�LQWHQVLW\�RI
VHHG�DQG�VWDUW�XS�VWDJH�IRUPDO�YHQWXUH�LQYHVWPHQW�WR�LQFUHDVH�WR�DOORZ�WKH
RYHUDOO�(XURSHDQ�DYHUDJH�WR�PDWFK�WKH�FXUUHQW�OHYHO�DFKLHYHG�E\�WKH�OHDGLQJ
FRXQWULHV��DW������RI�*'3��WKLV�FRPIRUWDEO\�H[FHHGV�WKDW�RI�WKH�86����:HUH�WKLV
LQFUHDVH�DFKLHYHG��(XURSHDQ�LQYHVWPHQW�OHYHOV�LQ�VHHG�DQG�VWDUW�XS�VWDJHV�ZRXOG
GRXEOH�WR�DURXQG� ��ELOOLRQ�DQQXDOO\�
7KH�DGGLWLRQDO�60(�5	'�WKDW�ZRXOG�EH�JHQHUDWHG�E\�DQ�LQFUHDVH�RI� ��ELOOLRQ�LQ
VHHG�DQG�VWDUW�XS�FDSLWDO�LV�QRW�NQRZQ�DQG�LV�GLIILFXOW�WR�HVWLPDWH���:H�PLJKW
DVVXPH��KRZHYHU��WKDW�D�YHU\�KLJK�SURSRUWLRQ��VD\������RI�VHHG�FDSLWDO�LV
XWLOLVHG�IRU�5	'�EXW�WKDW�D�PXFK�VPDOOHU�SURSRUWLRQ��VD\������RI�VWDUW�XS�FDSLWDO
LV�GHGLFDWHG�WR�5	'���*LYHQ�WKDW�VHHG�FDSLWDO�DFFRXQWV�IRU�DURXQG�������RI�WKH
WRWDO�DPRXQW�RI�VHHG�DQG�HDUO\�VWDJH�FDSLWDO�LQYHVWHG��WKLV�PLJKW�VXJJHVW�D�FUXGH
PXOWLSOLHU�RI�DURXQG������IRU�5	'�VWLPXODWHG�E\�LQFUHDVHG�VHHG�DQG�HDUO\�VWDJH
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YHQWXUH�FDSLWDO�SURYLVLRQ��� ��ELOOLRQ�DGGLWLRQDO�IXQGLQJ�PLJKW�WKHUHIRUH�GLUHFWO\
IDFLOLWDWH�DQ�DGGLWLRQDO� �����ELOOLRQ�RI�60(�5	'�15

,Q�DGGLWLRQ�WR�WKLV�GLUHFW�HIIHFW��WKHUH�FRXOG�EH�FRQVLGHUDEOH�VHFRQGDU\�HIIHFWV
ZLWKLQ�WKH�VHFWRU��QRW�OHDVW�D�VLJQLILFDQW�DGGLWLRQDO�PRELOLVDWLRQ�RI�EXVLQHVV�DQJHO
LQYHVWPHQW�IXQGLQJ�VHHG�DQG�VWDUW�XS�SURMHFWV�WKDW�DUH�5	'�LQWHQVLYH��7KH
DPRXQW�RI�DGGLWLRQDO�LQYHVWPHQW�WKDW�PLJKW�EH�VWLPXODWHG�LV�QRW�NQRZQ��EXW�RXU
EHVW�JXHVV�LV�D�WRWDO�RI�DURXQG� ����ELOOLRQ�RI�DGGLWLRQDO�5	'�VSHQG�GHULYLQJ�IURP
WRWDO�QHZ�LQYHVWPHQW�RI� �����ELOOLRQ16���7KH�FRQWULEXWLRQ�WR�FORVLQJ�WKH�5	'�JDS
RI�DSSUR[LPDWHO\� ���ELOOLRQ�SHU�\HDU�PLJKW�WKHUHIRUH�EH�VLJQLILFDQW17�
$Q\�LQFUHDVH�LQ�5	'�VSHQG�UHVXOWLQJ�IURP�LQFUHDVHG�YHQWXUH�FDSLWDO�SURYLVLRQ
DVVXPHV�WKDW�WKH�DGGLWLRQDO�FDSLWDO�SXW�LQ�ZLOO�EH�PDQDJHG�E\�VNLOOHG
SURIHVVLRQDOV�DQG�ZLOO�EH�DW�OHDVW�UHDVRQDEO\�VPDUW�PRQH\��DQG�WKHUHIRUH
SURGXFWLYH���5DSLG�LQFUHDVHV�LQ�FDSLWDO�GLVEXUVHPHQWV�FDQ�FDXVH�WKH�TXDOLW\�RI
LQYHVWPHQW�GHFLVLRQ�PDNLQJ�DQG�VXSSRUW�WR�GURS�VKDUSO\���3RRU�LQYHVWPHQW
GHFLVLRQV�ZLOO�OHDG�WR�SRRU�UHWXUQV�DQG�KHQFH�DQ�LQDELOLW\�WR�VXVWDLQ�SULYDWH
LQYHVWPHQW�LQ�YHQWXUH�FDSLWDO���7KH�SRWHQWLDO�LQFUHDVH�LQ�5	'�VSHQGLQJ�IURP�WKH
JUHDWHU�DYDLODELOLW\�RI�YHQWXUH�FDSLWDO�LV�WKHUHIRUH�ODUJH��EXW�LW�ZLOO�QRW�EH�DFKLHYHG
XQOHVV�FRPPHQVXUDWH�LQYHVWPHQW�PDQDJHPHQW�H[SHUWLVH�LV�DOVR�DYDLODEOH�

������7KH�,QIOXHQFH�RI�)UDPHZRUN�&RQGLWLRQV

7D[�DQG�5HJXODWRU\�(QYLURQPHQWV

5LVN�FDSLWDO�IXQGLQJ�V\VWHPV�DUH�VHQVLWLYH�WR�WKHLU�LPPHGLDWH�WD[�DQG�UHJXODWRU\
HQYLURQPHQWV���:KHUH�WKHVH�DUH�FRPSOH[�DQG�G\QDPLF��EDUULHUV�DUH�FUHDWHG�WKDW
DGG�WR�WKH�FRVWV�RI�FUHDWLQJ�DQG�RSHUDWLQJ�ULVN�FDSLWDO�YHKLFOHV��IXQGV����0DQ\
LQVWLWXWLRQDO�LQYHVWRUV�DUH�KLJKO\�VHQVLWLYH�WR�FRVWV�DQG�FRPSOH[LW\�DQG�ZLOO�GLYHUW
WKHLU�LQYHVWPHQWV�WR�RWKHU�DVVHW�FODVVHV��SXEOLF�HTXLWLHV��IL[HG�LQWHUHVW�ERQGV�
SURSHUW\�HWF���LI�WKH�FRVWV�DQG�FRPSOH[LW\�RI�LQYHVWLQJ�LQ�ULVN�FDSLWDO�IXQGV�DUH
VHHQ�DV�GLVSURSRUWLRQDWH�WR�WKHVH�RWKHU�DVVHW�FODVVHV�
0XFK�ZRUN�KDV�DOUHDG\�EHHQ�GRQH�LQ�WKH�(8�RQ�DGGUHVVLQJ�WKH�HQYLURQPHQW�IRU
ILQDQFLDO�VHUYLFHV�DQG�ULVN�FDSLWDO���6SHFLILFDOO\��WKH�)LQDQFLDO�6HUYLFHV�$FWLRQ�3ODQ
�)6$3��DQG�WKH�5LVN�&DSLWDO�$FWLRQ�3ODQ��5&$3��KDYH�EHHQ�FUHDWHG�DQG�DUH�EHLQJ
LPSOHPHQWHG�E\�0HPEHU�6WDWHV���3URJUHVV�KRZHYHU��SDUWLFXODUO\�RQ�5&$3��KDV
EHHQ�VORZ�DQG�0HPEHU�6WDWHV�ZRXOG�GR�ZHOO�WR�UHYLVLW�WKHLU�LPSOHPHQWDWLRQ
WLPHWDEOHV�DQG�DFFHOHUDWH�WKH�SDFH�RI�FKDQJH�LQ�RUGHU�WR�KHOS�DGGUHVV�WKH
FXUUHQW�SUREOHPV�IDFLQJ�WKH�SULYDWH�ULVN�FDSLWDO�PDUNHW�

�����������������������������������������������
15� 1�%���$OO�HVWLPDWHV�DVVXPH�WKDW�YLDEOH�GHPDQG�H[LVWV�IRU�VXFK�QHZ�LQYHVWPHQW���9LDEOH
GHPDQG�FRPSULVHV�EXVLQHVVHV�WKDW�KDYH�JHQXLQH�SRWHQWLDO�WR�JURZ�DQG�GHOLYHU�UHWXUQV�WR
LQYHVWRUV�
16� 5HVHDUFK�LQ�WKH�8.��0DVRQ�DQG�+DUULVRQ��������VXJJHVWV�WKDW�EXVLQHVV�DQJHOV�FDQ
LQYHVW�XS�WR�WKUHH�WLPHV�DV�PXFK�DV�WKH�IRUPDO�YHQWXUH�FDSLWDO�LQGXVWU\�LQ�HDUO\�VWDJH
LQYHVWPHQWV�

{'x � 5HVHDUFK�LV�FXUUHQWO\�XQGHUZD\��E\�(9&$��LQ�(XURSH�RQ�WKH�HFRQRPLF�LPSDFW�RI
YHQWXUH�FDSLWDO���,QWHUHVWLQJ�ILQGLQJV�IURP�WKH�86�RQ�WKH�LPSDFW�RI�YHQWXUH�FDSLWDO�RQ
LQQRYDWLRQ�FDQ�EH�IRXQG�LQ�µ$VVHVVLQJ�WKH�&RQWULEXWLRQ�RI�9HQWXUH�&DSLWDO�WR�,QQRYDWLRQ¶�E\
.RUWXP�DQG�/HUQHU��5$1'�-RXUQDO�RI�(FRQRPLFV��YRO������1R�����SS�����������$PRQJVW
WKHLU�ILQGLQJV�ZDV�WKDW����RI�YHQWXUH�FDSLWDO�SURGXFHG���WLPHV�PRUH�LQQRYDWLRQ�WKDW����RI
WUDGLWLRQDO�FDSLWDO
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$�NH\�UHTXLUHPHQW�LV�IRU�ULVN�FDSLWDO�LQYHVWPHQW�YHKLFOHV�WR�EH�WD[�WUDQVSDUHQW�
5HWXUQV�IURP�ULVN�FDSLWDO�LQYHVWPHQWV�DUH�GLPLQLVKHG�ZKHQ�WKH\�DUH�WD[HG�DW�WKH
OHYHO�RI�WKH�IXQG�DQG�DJDLQ�RQ�GLVWULEXWLRQ�WR�LQYHVWRUV���7KHUH�LV�D�VWURQJ�FDVH
IRU�D�VWDQGDUGLVHG�(XURSHDQ�IXQG�YHKLFOH�WR�EH�GHYHORSHG�WKDW�ZRXOG�DOORZ
UHWXUQV�WR�IORZ�WKURXJK�WKH�IXQG�WR�LQYHVWRUV�ZLWKRXW�GRXEOH�WD[DWLRQ���6XFK�D
PRGHO�H[LVWV�LQ�WKH�86$��WKH�8.�DQG�RWKHU�0HPEHU�6WDWHV�DQG�KDV�UHFHQWO\�EHHQ
LQWURGXFHG�LQ�%HOJLXP���,WV�DGRSWLRQ�DFURVV�DOO�0HPEHU�6WDWHV�ZRXOG�REYLDWH�WKH
QHHG�IRU�FRPSOH[�RIIVKRUH�YHKLFOHV�WR�EH�HVWDEOLVKHG�WR�RYHUFRPH�1DWLRQDO�WD[
UXOHV�
7KH�&RPPLVVLRQ�VKRXOG�SURPXOJDWH�WR�0HPEHU�6WDWHV�WKH�SULQFLSOHV�RI
WD[� WUDQVSDUHQF\�� LQ� OLQH� ZLWK� (9&$� SURSRVDOV�� IRU� ULVN� FDSLWDO� IXQGV�
5HFHQW�OHJLVODWLYH�FKDQJH�LQ�%HOJLXP�LV�D�XVHIXO�H[DPSOH�

,QYHVWPHQW�E\�%DQNV

,QYHVWPHQW�E\�EDQNV�LV�DQ�LPSRUWDQW�VRXUFH�RI�ILQDQFH�IRU�(XURSHDQ�YHQWXUH
IXQGV���7KH�QHZ�%DVHO�&DSLWDO�$FFRUG��FXUUHQWO\�EHLQJ�QHJRWLDWHG��SURSRVHV�ULVN
ZHLJKWLQJV�IRU�EDQNV�DOORFDWLQJ�FDSLWDO�IRU�LQYHVWPHQWV�LQ�YHQWXUH�IXQGV�RI������
RU�HYHQ������IRU�VWDUW�XS�LQYHVWPHQWV��DJDLQVW�WKH�FXUUHQW�UHTXLUHPHQW�RI
�������6XFK�D�FKDQJH�LV�OLNHO\�WR�UHGXFH�GUDPDWLFDOO\�WKH�DOORFDWLRQV�WKDW�EDQNV
FDQ�PDNH�WR�ULVN�FDSLWDO�LQYHVWPHQW��H[DFHUEDWLQJ�WKH�FXUUHQW�SUREOHPV�IDFHG�E\
WKH�LQGXVWU\�DQG�HQGDQJHULQJ�LWV�IXWXUH�GHYHORSPHQW�
,Q�WKH�FXUUHQW�QHJRWLDWLRQV�ZLWK�WKH�%DVHO�&RPPLWWHH��WKH�&RPPLVVLRQ
VKRXOG�VXSSRUW�WKH�(9&$�DUJXPHQW�DJDLQVW�WKH�SURSRVHG�FKDQJH�LQ�WKH
ILQDQFLDO� UHJXODWLRQV� IRU� YHQWXUH� FDSLWDO� LQYHVWPHQW� PDGH� E\� EDQNV�
&R�LQYHVWPHQW�E\�EDQNV�LQ�YHQWXUH�LQYHVWPHQWV�VKRXOG�DWWUDFW�QR�PRUH
WKDQ�D������FDSLWDO�ZHLJKWLQJ�

,QWHOOHFWXDO�3URSHUW\�5LJKWV

:LWKRXW�D�IDYRXUDEOH�LQWHOOHFWXDO�SURSHUW\�ULJKWV�UHJLPH��RWKHU�VXSSRUW�PHDVXUHV
IRU�HDUO\�VWDJH�ULVN�FDSLWDO�DUH�XQOLNHO\�WR�DFKLHYH�WKHLU�SRWHQWLDO�WR�LQFUHDVH�5	'
VSHQG�DQG�LQQRYDWLRQ�DFWLYLW\���.H\�LVVXHV�KHUH�DUH�

• &ODULILFDWLRQ�RI�WKH�RZQHUVKLS�RI�LQWHOOHFWXDO�SURSHUW\�GHYHORSHG�E\
DFDGHPLFV�ZKLOH�DW�D�XQLYHUVLW\�RU�UHVHDUFK�LQVWLWXWH��ZLWK�D�VWURQJ
SUHIHUHQFH�IRU�GHFLVLRQV�WR�EH�LQ�WKH�KDQGV�RI�D�VLQJOH�LQVWLWXWLRQDO
FRQWUROOHU�

• $GHTXDWH�IXQGLQJ�IRU�WKH�FRVW�RI�SURWHFWLQJ�LQWHOOHFWXDO�SURSHUW\�WKURXJK
SDWHQWLQJ��IRU�OHJDO�FRVWV�DQG�IRU�SURIHVVLRQDO�LQWHOOHFWXDO�SURSHUW\�DVVHW
PDQDJHPHQW�

• 7KH�QHHG�IRU�(8�JUDQWV�DQG�SURJUDPPHV�WR�EXLOG�LQ�DQ�RSWLRQ�IRU
H[FOXVLYH�LQGXVWU\�OLFHQFHV�WR�EH�JUDQWHG�IRU�,35�SURWHFWHG�SURGXFWV�DQG
WHFKQRORJLHV��ZLWK�JUDQW�UHFLSLHQWV�REOLJHG�WR�QRPLQDWH�D�VLQJOH�ERG\
�H�J��D�WHFKQRORJ\�WUDQVIHU�RUJDQLVDWLRQ��WR�KDYH�WKH�ULJKWV�WR
FRPPHUFLDO�H[SORLWDWLRQ�

• 7KH�LQWURGXFWLRQ�RI�VWDQGDUG�UHYHQXH�DQG�UR\DOW\�VKDULQJ�VFKHPHV
EHWZHHQ�DFDGHPLF�LQVWLWXWLRQV�DQG�WKH�VFLHQWLILF�LQVWLWXWHV��GHSDUWPHQWV
DQG�LQGLYLGXDO�LQYHQWRUV�ZLWKLQ�WKHP��SUHIHUDEO\�ZLWK�D�KLJK�GHJUHH�RI
FRQYHUJHQFH�DFURVV�(XURSH�

• 6SHHG\�UHVROXWLRQ�RI�WKH�GHEDWH�FRQFHUQLQJ�WKH�UH�LQWURGXFWLRQ�RI�D
PLQLPXP�VL[�PRQWKV�JUDFH�SHULRG�ZKLOH�PDLQWDLQLQJ�WKH�(XURSHDQ�ILUVW�
WR�ILOH�UHJLPH�
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6WDWH�$LG�DQG�&RPSHWLWLRQ

6WDWH�$LG�DQG�FRPSHWLWLRQ�UXOHV�VKRXOG�QRW�XQGXO\�UHVWULFW�ULVN�FDSLWDO�VXSSRUW
PHDVXUHV���7KH�XVH�RI�WKH�0DUNHW�(FRQRP\�,QYHVWRU�3ULQFLSOH��0(,3���DV�D�WHVW
IRU�ZKHWKHU�SXEOLF�VHFWRU�LQYHVWPHQW�FRQVWLWXWHV�D�6WDWH�$LG��KDV�QRZ�EHHQ
HVWDEOLVKHG���7KLV�VKRXOG�LPSURYH�WKH�FRVW�HIIHFWLYHQHVV�RI�LQWHUYHQWLRQV�DQG
DYRLG�RXWODZLQJ�WKRVH�XQDEOH�WR�SURYH�WKHLU�HIIHFWV�ZLOO�DOZD\V�IDOO�ZLWKLQ�5	'
LQWHQVLW\�OLPLWV�
$Q�LPSRUWDQW�LVVXH�IRU�FXUUHQW�FRQVLGHUDWLRQ�LV�WKH�QHHG�IRU�VHQVLWLYH�DSSOLFDWLRQ
E\�'*�&RPSHWLWLRQ�RI�6WDWH�$LG�UXOHV�IRU�ULVN�FDSLWDO�LQWHUYHQWLRQV���7KH�FXUUHQW
ULVN�FDSLWDO�PDUNHW�LV�YRODWLOH�DQG�DUJXDEO\�LQ�JUHDWHU�QHHG�RI�VHQVLWLYH�VXSSRUW
WKDQ�LW�KDV�EHHQ�DW�RWKHU�WLPHV���6WULFW�DSSOLFDWLRQ�RI�EXUHDXFUDWLF�UXOHV�FRXOG�ULVN
SUHYHQWLQJ�WKH�LQWURGXFWLRQ�RI�QHFHVVDU\�VKRUW�WHUP�PHDVXUHV�

)OH[LELOLW\�LQ�3XEOLF�6HFWRU�5HVHDUFKHU�(PSOR\PHQW�&RQWUDFWV

$FDGHPLFV�QHHG�WR�EH�DEOH�WR�EHFRPH�SDUWLDOO\�LQYROYHG�LQ�VSLQ�RXW�FRPSDQLHV�±
DV�DGYLVHUV��FRQVXOWDQWV��SDUW�WLPH�HPSOR\HHV�DQG�VKDUHKROGHUV�±�ZLWKRXW�KDYLQJ
WR�JLYH�XS�EDVLF�HPSOR\PHQW�ULJKWV�RU�EHQHILWV�ZLWKLQ�WKHLU�RZQ�UHVHDUFK
ODERUDWRULHV���&RQIOLFWV�RI�LQWHUHVW�DQG�DGMXVWPHQWV�WR�HPSOR\PHQW�FRQWUDFWV
VKRXOG�EH�GHDOW�ZLWK�YLD�WUDQVSDUHQW�SURIHVVLRQDO�DQG�HWKLFDO�FRGHV���2EYLRXVO\
WKHUH�DUH�OLPLWV�WR�WKLV�SURFHVV��DQG�VRPH�DFDGHPLFV�ZLOO�FURVV�RYHU�WR�EH
HPSOR\HG�E\�WKH�VSLQ�RXWV��EXW�D�IOH[LEOH�DSSURDFK�ZLOO�VWLOO�EH�UHTXLUHG�LI�OLQNV
DUH�WR�EH�PDLQWDLQHG�YLD�WKHLU�FRQWLQXHG�LQYROYHPHQW�DV�YLVLWLQJ�OHFWXUHUV�RU
GRFWRUDO�FDQGLGDWH�VXSHUYLVRUV���$FDGHPLF�UHZDUG�V\VWHPV�VKRXOG�DOVR�ORRN
IDYRXUDEO\�RQ�WKH�LQYROYHPHQW�RI�DFDGHPLFV�LQ�WKH�FUHDWLRQ�RI�VSLQ�RIIV�DQG�RU
SDWHQWLQJ�DQG�OLFHQVLQJ�DFWLYLWLHV�DQG�FDUHHU�SURJUHVVLRQ�VKRXOG�EH�DIIHFWHG
SRVLWLYHO\�UDWKHU�WKDQ�QHJDWLYHO\�
0HPEHU�6WDWHV�VKRXOG�EXLOG�RQ�LQLWLDWLYHV�VXFK�DV�WKRVH�WDNHQ�LQ�)UDQFH
WR�PDNH�HPSOR\PHQW�FRQWUDFWV�IRU�UHVHDUFKHUV�LQ�SXEOLFO\�IXQGHG
LQVWLWXWHV�IOH[LEOH�HQRXJK�WR�DOORZ�WKHLU�UHDVRQDEOH�SDUWLFLSDWLRQ�LQ
VSLQ�RXW�FRPSDQLHV�

7D[�5HJLPH�IRU�,QYHVWPHQW�LQ�8QTXRWHG�&RPSDQLHV

7D[�UHOLHI�VFKHPHV�FRXOG�HQFRXUDJH�LQYHVWPHQW�E\�WD[SD\LQJ�LQGLYLGXDOV�LQ
XQTXRWHG�FRPSDQLHV�JHQHUDOO\��RU�LQ�5	'�LQWHQVLYH�DQG�LQQRYDWLRQ�RULHQWHG
FRPSDQLHV�LQ�SDUWLFXODU�LI�VLPSOH�GHILQLWLRQV�IRU�WKHVH�FDQ�EH�IRXQG���2QH
SRVVLELOLW\�LQYROYHV�PDNLQJ�LQYHVWPHQW�DPRXQWV�GHGXFWLEOH�IURP�WD[DEOH�LQFRPH�
$�VHFRQG�URXWH�LQYROYHV�H[HPSWLQJ�FDSLWDO�SURILWV�UH�LQYHVWHG�LQ�WDUJHW�FRPSDQLHV
IURP�FDSLWDO�JDLQV�WD[���7KH�ILUVW�URXWH�DFKLHYHV�DQ�DOWHUDWLRQ�LQ�WKH�SURILOHV�IRU
LQGLYLGXDO�LQYHVWRUV��LQ�PXFK�WKH�VDPH�ZD\�WKDW�SXEOLF�VHFWRU�JXDUDQWHH�VFKHPHV
DOWHU�WKH�SURILOHV�IRU�IRUPDO�YHQWXUH�FDSLWDOLVWV���,Q�HIIHFW��WKH�PD[LPXP�ORVV�WR
WKH�LQGLYLGXDO�LV�UHGXFHG�E\�WKH�WD[�VDYHG�

,QYHVWRU�3URWHFWLRQ�/HJLVODWLRQ

7KH�(XURSHDQ�3URVSHFWXV�'LUHFWLYH�UXQV�WKH�ULVN�RI�HOLPLQDWLQJ�WKH�YHU\�OLPLWHG
VFRSH�IRU�KLJK�QHW�ZRUWK�LQGLYLGXDOV�WR�EH�WUHDWHG�DV�D�VHSDUDWH�FODVV�RI�WKH
µSXEOLF¶�ZKHQ�VKDUHV�LQ�XQTXRWHG�60(V�DUH�RIIHUHG�IRU�VDOH���3URYLVLRQ�IRU�D�OHJDO
FDWHJRU\�RI�TXDOLILHG�RU�VRSKLVWLFDWHG�LQYHVWRUV��ZKR�FDQ�RSW�RXW�RI�JHQHUDO
LQYHVWRU�SURWHFWLRQ�SURYLVLRQV�RQ�WKH�JURXQGV�RI�ZHDOWK�DQG�RU�H[SHULHQFH��ZRXOG
EH�YHU\�XVHIXO���6XFK�SHRSOH�LQ�WKH�86$�LQYHVW�LQ�WKRXVDQGV�RI�FRPSDQLHV�WKDW
DQQXDOO\�UDLVH�PRGHVW�DPRXQWV�RI�HTXLW\�WKURXJK�GLUHFW�SXEOLF�RIIHULQJV��XQGHU
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6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ��6(&��H[HPSWLRQV���(YLGHQFH�IURP�WKH
8QLWHG�6WDWHV�VXJJHVWV�WKDW��������FRPSDQLHV�DFURVV�DOO�VHFWRUV�FRXOG�UDLVH� ��
ELOOLRQ�DQQXDOO\�LQ�(XURSH�YLD�WKLV�FDSLWDO�UDLVLQJ�URXWH�
,Q�WUDQVSRVLQJ�WKH�3URVSHFWXV�'LUHFWLYH��H[HPSWLRQV�HQDEOLQJ�'LUHFW
3XEOLF�2IIHULQJV�WR�H[SHULHQFHG�DQG�RU�ULVN�DZDUH�LQYHVWRUV�VKRXOG�EH
FRQVLGHUHG�E\�0HPEHU�6WDWHV�DQG�LPSOHPHQWHG�LQ�D�PDQQHU�WKDW
PDLQWDLQV�WKH�QHFHVVDU\�SURWHFWLRQ�IRU�YXOQHUDEOH�LQYHVWRUV�
4XDQWLWDWLYH�UHJXODWRU\�FHLOLQJV�DFURVV�(XURSH�RQ�LQYHVWPHQW�E\�LQVWLWXWLRQDO
LQYHVWRUV��SHQVLRQ�IXQGV�DQG�LQVXUDQFH�FRPSDQLHV��LQ�XQTXRWHG�HTXLWLHV
�LQFOXGLQJ�YHQWXUH�IXQGV���DQG�LQ�FRPSDQLHV�TXRWHG�RQ�HPHUJLQJ�JURZWK�VWRFN
PDUNHWV��VHFRQGDU\�PDUNHWV���JUDGXDOO\�FRQWLQXH�WR�EH�UHSODFHG�E\�PRUH�IOH[LEOH
µSUXGHQW�PDQ¶�UXOHV���7KHUH�LV�OLWWOH�HYLGHQFH�WKDW�VXFK�FHLOLQJV�KDYH�FRQVWUDLQHG
ULVN�FDSLWDO�LQYHVWPHQW�LQ�SUDFWLFH��EXW�WKH�PRYH�WR�SURDFWLYH�SRUWIROLR
PDQDJHPHQW��DV�LQ�DVVHW�OLDELOLW\�PRGHOOLQJ��QHHGV�WR�EH�PDLQWDLQHG�GHVSLWH
DGYHUVH�HTXLW\�PDUNHW�SHUIRUPDQFH�

,QWHUSHQHWUDWLRQ�RI�%XVLQHVV�DQG�7HFKQLFDO�(GXFDWLRQ�&RXUVHV

7KH�VKRUWDJH�RI�VXLWDEO\�TXDOLILHG�DQG�H[SHULHQFHG�HDUO\�VWDJH�YHQWXUH�LQYHVWRUV
LV�D�VHULRXV�FRQVWUDLQW�RQ�WKH�GHYHORSPHQW�RI�WKH�5LVN�&DSLWDO�LQGXVWU\���$�PXFK
ZLGHU�SUREOHP��KRZHYHU��LV�WKH�ODFN�RI�EXVLQHVV�DQG�PDQDJHPHQW�VNLOOV�DPRQJVW
SHRSOH�ZLWK�DGYDQFHG�WHFKQLFDO�WUDLQLQJ��FRPSRXQGHG�PRUH�JHQHUDOO\�E\�D�ODFN�RI
HPSDWK\�ZLWK�HQWUHSUHQHXULDO�DQG�EXVLQHVV�FXOWXUH���7KLV�FRQWULEXWHV�WR�WKH
GLIILFXOW\�±�IUHTXHQWO\�TXRWHG�E\�YHQWXUH�PDQDJHUV�±�RI�EXLOGLQJ�FRKHVLYH
PDQDJHPHQW�WHDPV�IRU�QHZ�WHFKQRORJ\�EDVHG�ILUPV���7KH�LQFOXVLRQ�RI
HQWUHSUHQHXUVKLS�PRGXOHV�ZLWKLQ�DGYDQFHG�WHFKQLFDO�DQG�VFLHQWLILF�HGXFDWLRQDO
FRXUVHV��LQFOXGLQJ�FRYHUDJH�RI�YHQWXUH�FDSLWDO�DQG�KLJK�WHFKQRORJ\�VWDUW�XSV��DQG
WKH�LQFOXVLRQ�RI�WHFKQRORJ\�XQGHUVWDQGLQJ�PRGXOHV�LQ�WKH�FXUULFXOD�RI�EXVLQHVV
VFKRROV��ZRXOG�DOO�KHOS�WR�VROYH�WKHVH�SUREOHPV�
7KH�&RPPLVVLRQ��EXLOGLQJ�RQ�WKH�*DWH�*URZWK�SURJUDPPH�RI�'*
(QWHUSULVH��VKRXOG�HQFRXUDJH�XQLYHUVLWLHV�WR�HGXFDWH�DOO�WKHLU�VWXGHQWV
DERXW�HQWUHSUHQHXUVKLS�DQG�WKH�RSSRUWXQLWLHV�SURYLGHG�E\�µKLJK�
WHFKQRORJ\�VWDUW�XSV¶���%XVLQHVV�VFKRROV�VKRXOG�HQFRXUDJH�WKHLU
([HFXWLYH�0%$�JUDGXDWHV�WR�MRLQ�5	'�LQWHQVLYH�VSLQ�RXWV�DQG�VWDUW�
XSV��UDLVLQJ�WKH�SURILOH�RI�VXFK�DFWLYLW\�WKURXJK�IXQGHG�DZDUGV�DQG
FRPSHWLWLRQV�DFURVV�WKH�(8���7KH�8.�6FLHQFH�(QWHUSULVH�&KDOOHQJH�LV�D
SRVVLEOH�H[DPSOH�KHUH�

1HWZRUNLQJ�DPRQJ�WKH�(XURSHDQ�(DUO\�VWDJH�,QYHVWRU�&RPPXQLW\

7KHUH�LV�HYLGHQFH�WKDW�FR�LQYHVWPHQW�ZLWKLQ�RYHUDOO�HDUO\�VWDJH�LQYHVWPHQW
DFWLYLW\�E\�IXQGV�RI�GLIIHUHQW�VL]HV�DQG�IURP�GLIIHUHQW�ORFDWLRQV�LV�PXFK�OHVV
IUHTXHQW�LQ�(XURSH�WKDQ�LQ�WKH�86$���7KHRUHWLFDO�DQG�SUDFWLFDO�DUJXPHQWV�VXSSRUW
FR�LQYHVWPHQW�DV�D�ZD\�WR�LQFUHDVH�WKH�HIILFLHQF\�DQG�UHGXFH�WKH�ULVNV�RI�WKLV
VWDJH�RI�LQYHVWLQJ���&URVV�ERUGHU�LQYHVWPHQW�LQ�(XURSH�LV�KLQGHUHG�E\�WKH�ODFN�RI
D�VLQJOH�(XURSHDQ�OHJDO�VWUXFWXUH�IRU�YHQWXUH�FDSLWDO�IXQGV�DQG�E\�WKH�GLIIHULQJ
QDWLRQDO�WD[�UHJLPHV�IRU�LQYHVWRUV��LQFOXGLQJ�WKH�DYDLODELOLW\�RI�UHVLGHQW�DQG�QRQ�
UHVLGHQW�IRUPV�RI�WD[�H[HPSW�IXQG�
,Q�DGGLWLRQ��WKHUH�LV�D�VWURQJ�SHUFHSWLRQ�WKDW�OHVV�IRUPDO��H�J��QHWZRUNLQJ��OLQNV
EHWZHHQ�VHHG�DQG�HDUO\�VWDJH�IXQGV�DFURVV�(XURSH�DUH�QRW�DV�JRRG�DV�WKH\�FRXOG
EH���6HHG�IXQG�PDQDJHUV�DUH�DOVR�OHVV�ZHOO�WUDLQHG�DQG�KDYH�ORZHU�IXQG
PDQDJHPHQW�VNLOOV�WKDQ�WKHLU�FROOHDJXHV�LQ�PRUH�IRUPDO�HDUO\�VWDJH�IXQGV��DQG
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WKH�OLQNV�EHWZHHQ�YHQWXUH�IXQG�PDQDJHUV�DQG�8QLYHUVLW\�7HFKQRORJ\�7UDQVIHU
2IILFHV��772V��DUH�XQGHU�GHYHORSHG�
7KH�&RPPLVVLRQ�VKRXOG�VXSSRUW�QHWZRUNLQJ�DQG�WUDLQLQJ�DFWLYLWLHV�E\
RUJDQLVDWLRQV�VXFK�DV�(9&$�WKDW�HQDEOH�JUHDWHU�LQWHUFKDQJH�DQG
XQGHUVWDQGLQJ�EHWZHHQ�8QLYHUVLW\�7HFKQRORJ\�7UDQVIHU�2IILFHUV�
LQFXEDWRU�PDQDJHUV��VHHG�IXQG�PDQDJHUV�DQG�HDUO\�VWDJH�IXQG
PDQDJHUV�
7KH�&RPPLVVLRQ�DQG�0HPEHU�6WDWHV�VKRXOG�FRQVLGHU�SURYLGLQJ
UHVRXUFHV�WR�VXSSRUW�WKH�GLIIXVLRQ�RI�JRRG�SUDFWLFH�IURP�ODUJHU��PRUH
H[SHULHQFHG�772V�WR�QHZHU�RQHV��FRPSOHPHQWLQJ�DQG�EXLOGLQJ�RQ
H[LVWLQJ�LQLWLDWLYHV�

��������*RRG�3UDFWLFH��/HVVRQV�/HDUQHG�DQG�1RYHO�$SSURDFKHV

7KH�5DQJH�RI�5LVN�&DSLWDO�6XSSRUW�0HDVXUHV

7KH�VWUHQJWK�DQG�GHSWK�RI�WKH�FRQQHFWLRQV�EHWZHHQ�HDUO\�VWDJH�ULVN�FDSLWDO�DQG
5	'�VSHQGLQJ��DV�GHVFULEHG�HDUOLHU��PDNH�D�SULPD�IDFLH�FDVH�IRU�SXEOLF�VXSSRUW
PHDVXUHV�WKDW�FDQ�LPSURYH�WKH�VXSSO\�RI�ULVN�FDSLWDO�DQG�WKH�HIIHFWLYH�GHPDQG
IRU�LW�IURP�5	'�LQWHQVLYH�60(V��DV�ORQJ�DV�WKHVH�PHDVXUHV�GR�QRW�GLVWRUW
GHYHORSLQJ�PDUNHWV����9DULRXV�SXEOLF�VXSSRUW�PHDVXUHV�KDYH�EHHQ�WDUJHWHG�DW
UHOLHYLQJ�ERWK�VXSSO\�DQG�GHPDQG�FRQVWUDLQWV�LQ�WKH�ULVN�FDSLWDO�PDUNHWV���$
QXPEHU�RI�µEULGJH¶�PHFKDQLVPV�KDYH�DOVR�EHHQ�LQWURGXFHG�WR�LPSURYH�WKH�OLQNV
DQG�IORZV�EHWZHHQ�WKH�VXSSO\�DQG�GHPDQG�VLGHV�RI�WKH�ULVN�FDSLWDO�LQGXVWU\�
([KLELW�����SURYLGHV�DQ�RYHUYLHZ�RI�VRPH�RI�WKH�PDLQ�PHDVXUHV�XVHG�LQ�(XURSH�
3XEOLF�VXSSRUW�PHDVXUHV�DGGUHVVLQJ�VXSSO\�FRQVWUDLQWV�LQFOXGH�

• 3XEOLF�LQYHVWPHQW�LQ�YHQWXUH�IXQGV�LQVWHDG�RI�E\�SULYDWH�LQYHVWRUV
�VXEVWLWXWLRQ��

• 3XEOLF�LQYHVWPHQW�DORQJVLGH�SULYDWH�LQYHVWRUV��FR�LQYHVWPHQW��WR�LQFUHDVH
WKH�IXQGV�DYDLODEOH��

• 2YHUKHDG�VXEVLGLHV�WR�SULYDWH�LQYHVWPHQW�FRPSDQLHV��WR�DGGUHVV�WKH
GLVSURSRUWLRQDWH�FRVWV�RI�PDNLQJ�YHU\�VPDOO�HDUO\�VWDJH�YHQWXUH
LQYHVWPHQWV��

• 5HILQDQFLQJ�RU�OHYHUDJH�RI�SULYDWH�LQYHVWPHQW�RQ�IDYRXUDEOH�WHUPV��DJDLQ
WR�LQFUHDVH�WKH�IXQGV�DYDLODEOH��

• /RVV�XQGHUZULWLQJ�RU�ULVN�VKDULQJ�E\�WKH�SXEOLF�VHFWRU�LQ�WKH�ULVNV�WDNHQ
E\�SULYDWH�VHFWRU�LQYHVWRUV���7KLV�FDQ�LQYROYH�SXEOLF�LQYHVWRUV�WDNLQJ�WKH
ILUVW�VKDUH�RI�DQ\�ORVVHV��RU�WKH�SXEOLF�VHFWRU�RIIHULQJ�JXDUDQWHHV�WR
FRPSHQVDWH�IRU�ORVVHV��VHH�6HFWLRQ������

• 6SHFLDO�SURYLVLRQ�ZLWKLQ�FDSLWDO�JDLQV�DQG�RU�LQFRPH�WD[�UXOHV�WR�PRWLYDWH
LQGLYLGXDO��LQIRUPDO�EXVLQHVV�DQJHO��LQYHVWRUV�WR�LQYHVW�LQ�HDUO\�VWDJH
FRPSDQLHV�

7KH�LPSDFW�RI�SXEOLF�VHFWRU�VXEVWLWXWLRQ�RU�ORVV�VKDULQJ�VFKHPHV�KDV�EHHQ�VHHQ
PRVW�RIWHQ�LQ�UHJLRQV�ZKHUH�YHQWXUH�FDSLWDO�DFWLYLW\�KDV�EHHQ�ODUJHO\
XQGHYHORSHG�DQG�D�ILUVW�FRKRUW�RI�IXQG�PDQDJHUV�DQG�LQYHVWRUV�KDV�KDG�WR�EH
HQFRXUDJHG�WR�HQWHU�WKH�DFWLYLW\�DQG�JDLQ�H[SHULHQFH���2QFH�YHQWXUH�DFWLYLW\�KDV
EHHQ�HVWDEOLVKHG�DQG�WKHUH�LV�D�ZLGHU�UDQJH�RI�RSSRUWXQLWLHV�IRU�LQYHVWRUV�DFURVV
DOO�VWDJHV�RI�LQYHVWPHQW��WKLV�SDUWLFXODU�DSSURDFK�UXQV�DQ�LQFUHDVLQJ�ULVN�RI
GLVWRUWLQJ�WKH�GHYHORSLQJ�PDUNHW�DQG�QHHGV�WR�GHYHORS�YLD�WKH�XVH�RI�PRUH
VRSKLVWLFDWHG�LQVWUXPHQWV���6XFK�YDULDQWV�LQFOXGH�VFKHPHV�WKDW�WDNH�D�VKDUH�LQ
XSVLGH�JDLQV�LQ�RUGHU�WR�UHFRYHU�VRPH�RI�WKH�ORVVHV�RU�SRWHQWLDO�ORVVHV�ILQDQFHG
RU�XQGHUZULWWHQ�
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([KLELW�������5LVN�&DSLWDO�6XSSRUW�0HDVXUHV��&ODVVLILFDWLRQ�DQG
*HRJUDSKLFDO�$SSOLFDWLRQ

0HDVXUH
(XURSHDQ

/HYHO
6FKHPHV

0HPEHU�6WDWH�6FKHPHV
3XEOLF�LQYHVWPHQW�LQ
YHQWXUH�IXQGV�LQVWHDG�RI
SULYDWH�LQYHVWRUV������
RU�PDMRULW\�IXQGLQJ�

0DLQO\�KLVWRULF������V������V�DW�UHJLRQDO
OHYHO�LQ�)UDQFH��%HOJLXP��1HWKHUODQGV�
3RUWXJDO��6SDLQ�������V�LQ�6ZHGHQ�DQG
)LQODQG

3XEOLF�LQYHVWPHQW�LQ
YHQWXUH�IXQGV��RU�LQ�IXQG
RI�IXQGV��DORQJVLGH
SULYDWH�LQYHVWRUV
�PLQRULW\��FR�LQYHVWPHQW
WR�LQFUHDVH�IXQGV
DYDLODEOH�

(,%�(,)
HTXLW\
SURJUDPPHV�
LQFOXGHV
LQYHVWPHQWV
LQ�IXQGV�RI
IXQGV

)UDQFH��1DWLRQDO�9HQWXUH�&DSLWDO
3URPRWLRQ�)XQG��8.��+LJK�7HFKQRORJ\
)XQG���IXQG�RI�IXQGV�OHYHO�
)LQODQG��UHJLRQDO�YHQWXUH�FDSLWDO�IXQG
QHWZRUN
)UDQFH��VHHG�FDSLWDO�IXQGV�VXSSRUW
SURJUDPPH
*UHHFH��)XQG�IRU�'HYHORSPHQW�RI�WKH
1HZ�(FRQRP\
,UHODQG��VHHG�DQG�YHQWXUH�FDSLWDO
PHDVXUH
1HWKHUODQGV��SDUWLFLSDWLRQ�FRPSDQLHV�IRU
17%)V
1RUZD\��VHHG�FDSLWDO�IXQGV
8.��UHJLRQDO�YHQWXUH�FDSLWDO�IXQGV

2YHUKHDG�VXEVLGLHV�WR
SULYDWH�LQYHVWPHQW
FRPSDQLHV

,�7(&��&5($

5HILQDQFLQJ�RU�OHYHUDJH
RQ�IDYRXUDEOH�WHUPV�RI
SULYDWH�LQYHVWPHQW�LQ
KLJK�WHFK�FRPSDQLHV

*HUPDQ\��%78�VFKHPH�WEJ�DQG�.I:
YDULDQWV
1RWH���7KH�86�6PDOO�%XVLQHVV
,QYHVWPHQW�&RPSDQ\�SURJUDPPHV�DFW
WR�SURYLGH�OHYHUDJH�WR�IXQGV�EXW�GR�QRW
QHFHVVDULO\�IRFXV�RQ�KL�WHFK�

/RVV�XQGHUZULWLQJ�RU
VKDULQJ�E\�SXEOLF�VHFWRU
IRU�SULYDWH�VHFWRU
LQYHVWRUV

$XVWULD��%HOJLXP��'HQPDUN��)UDQFH
*HUPDQ\��,WDO\��1HWKHUODQGV��GHDOW�ZLWK
PRUH�IXOO\�LQ�6HFWLRQ�����

6SHFLDO�SURYLVLRQ�ZLWKLQ
FDSLWDO�JDLQV�DQG�RU
LQFRPH�WD[�UXOHV�WR
SURYLGH�LQFHQWLYHV�IRU
LQGLYLGXDO
�LQIRUPDO�EXVLQHVV�DQJHO�
LQYHVWRUV�LQ�HDUO\�VWDJH
FRPSDQLHV

8.��1HWKHUODQGV��)UDQFH

&UHDWLRQ�RI�UHJLRQDO
LQFXEDWRU�VWUXFWXUHV

%HOJLXP��'HQPDUN��)LQODQG��)UDQFH�
*UHHFH�,UHODQG��,WDO\��1HWKHUODQGV��8.

5LVN�FDSLWDO�VXSSRUW�PHDVXUHV�DUH�DWWUDFWLYH�WR�SXEOLF�SROLF\�PDNHUV�EHFDXVH�RI
WKH�SRWHQWLDO�IRU�ODUJH�OHYHUDJH�HIIHFWV���,Q�WKHRU\��µFDWDO\WLF�PHDVXUHV¶�KDYH
KLJKHU�SRWHQWLDO�OHYHUDJH�OHYHOV�WKDQ�WKRVH�DVVRFLDWHG�ZLWK�WKH�XVH�RI�GLUHFW
PHDVXUHV�RU�ILVFDO�GHGXFWLRQ�VFKHPHV�IRU�5	'�VSHQGLQJ���$Q�H[DPSOH�LV�ZKHUH
SXEOLF�LQYHVWPHQW�LV�PDGH�LQ�DQ�HDUO\�VWDJH�IXQG��RU�LQ�D�IXQG�LQYHVWLQJ�LQ�HDUO\�
VWDJH�IXQGV��ZLWK�PLQLPXP�VXERUGLQDWLRQ�WR�WKH�SULYDWH�LQYHVWPHQW�DWWUDFWHG
DORQJVLGH�LW���,Q�IDFW��WKH�HYHQWXDO�FRVW�WR�WKH�SXEOLF�SXUVH�PD\�EH�]HUR��RU�HYHQ
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QHJDWLYH��LI�WKH�IXQG�LV�VXFFHVVIXO�DQG�WKH�VXERUGLQDWLRQ�LV�QRW�FDOOHG�LQWR�DFWLRQ
WR�LPSURYH�WKH�UHWXUQV�RI�WKH�SULYDWH�LQYHVWRUV���&RQYHUVHO\��OHYHUDJH�FDQ�EH�YHU\
ORZ�LI�ULVN�FDSLWDO�PHDVXUHV�IDLO��DQG�VXFK�IDLOXUH�LV�H[WUHPHO\�XQDWWUDFWLYH�WR
SROLF\PDNHUV��HVSHFLDOO\�LI�LW�OHDGV�WR�DFFXVDWLRQV�WKDW�JRYHUQPHQWV�DUH�JDPEOLQJ
ZLWK�WD[SD\HUV¶�PRQH\�
6XSSRUW�PHDVXUHV�IRU�ULVN�FDSLWDO�DUH�PDLQO\�LPSOHPHQWHG�DW�QDWLRQDO�OHYHO�
WKRXJK�WKHUH�DUH�VRPH�UHJLRQDO�DQG�(XURSHDQ�OHYHO�LQWHUYHQWLRQV���2I�SDUWLFXODU
LPSRUWDQFH�LV�WKH�DFWLYLW\�RI�WKH�(XURSHDQ�,QYHVWPHQW�)XQG��(,)����7KH�(,)
LQYHVWV�LQ�PDQ\�HDUO\�VWDJH�IXQGV��XVLQJ�LWV�RZQ�UHVRXUFHV�DQG�DFWLQJ�DV�DJHQW
IRU�&RPPLVVLRQ�SURJUDPPHV���7KHVH�IXQGV�PD\�LQ�WXUQ�KDYH�DQ�RSHUDWLRQDO
VFRSH�WKDW�LV�UHJLRQDO��QDWLRQDO�RU�LQWHUQDWLRQDO���7KH�(,)�DOVR�PDQDJHV�D
SURJUDPPH�IRU�WKH�&RPPLVVLRQ��SURYLGLQJ�JUDQWV�WR�VXSSRUW�WKH�HPSOR\PHQW�E\
IXQG�PDQDJHPHQW�ILUPV�RI�QHZ�VHHG�LQYHVWPHQW�PDQDJHUV���7KH�LPSRUWDQFH�RI
WKH�(,)�LQ�VXSSRUWLQJ�YHQWXUH�FDSLWDO�DFWLYLW\�DFURVV�WKH�(8�VKRXOG�QRW�EH
XQGHUHVWLPDWHG���,WV�UHPLW�WR�RSHUDWH�LQ�D�FRPPHUFLDO�PDQQHU�DOVR�KHOSV�WR
HQVXUH�PLQLPLVDWLRQ�RI�PDUNHW�GLVWRUWLRQ�
2UJDQLVDWLRQV�VXFK�DV�WHFKQRORJ\�WUDQVIHU�RIILFHV�DQG�LQFXEDWRUV�WKDW�µEULGJH¶�RU
LQWHUPHGLDWH�EHWZHHQ�UHVHDUFK�LQVWLWXWHV�XQLYHUVLWLHV�DQG�WKH�FRPPHUFLDO�DQG
ILQDQFLDO�VHFWRUV�IRUP�RQH�LPSRUWDQW�VHWWLQJ�IRU�ULVN�FDSLWDO�VXSSRUW�PHDVXUHV���$V
ZHOO�DV�SURYLGLQJ�VHHG�ILQDQFH�IRU�WKH�FUHDWLRQ�DQG�LQLWLDO�VWUXFWXULQJ�RI�QHZ
FRUSRUDWH�HQWLWLHV��WUXH�µLQFXEDWRUV¶�SURYLGH�SK\VLFDO�VSDFH��EXVLQHVV�VXSSRUW�
HGXFDWLRQ�DQG�DGYLFH��QHWZRUNLQJ��FRQWLQXLQJ�DFFHVV�WR�UHVHDUFK�IDFLOLWLHV�DQG
DFFHVV�WR�SURIHVVLRQDO��OHJDO�DQG�DFFRXQWDQF\�VXSSRUW���7KHVH�RUJDQLVDWLRQV�FDQ
DFW�DV�µEULGJH�PHFKDQLVPV¶�E\�KHOSLQJ�WR�FRQYHUW�PRUH�UHVHDUFK�SURMHFWV�LQWR
SRWHQWLDOO\�YLDEOH�EXVLQHVV�SURSRVDOV��WKXV�LQFUHDVLQJ�WKH�TXDQWLW\�DQG�TXDOLW\�RI
µGHDO�IORZ¶�IRU�HDUO\�VWDJH��IRUPDO�YHQWXUH�LQYHVWRUV���3XEOLF�VXSSRUW�PHDVXUHV�IRU
WKHVH�EULGJH�RU�LQFXEDWRU�PHFKDQLVPV�DSSHDU�FUXFLDO�JLYHQ�WKDW�SULYDWH
FRPPHUFLDO�UHWXUQV�DUH�XQOLNHO\�HYHU�WR�EH�HDUQHG�IURP�VXFK�DFWLYLW\�

0HDVXUHV�$GGUHVVLQJ�*DSV�LQ�WKH�5LVN�&DSLWDO�0DUNHW

7KHUH�LV�HYLGHQFH�WR�VXSSRUW�WKH�H[LVWHQFH�RI�VHYHUDO�VSHFLILF�JDSV��SUREOHPV�RU
GHILFLHQFLHV�LQ�WKH�ULVN�FDSLWDO�PDUNHW��DOO�RI�ZKLFK�ZRXOG�EHQHILW�IURP�WKH
DSSOLFDWLRQ�RI�SXEOLF�SROLF\�PHDVXUHV�

• 7KH�%ULGJH�,QFXEDWRU�*DS���,Q�HVVHQFH�WKLV�LV�WKH�JDS�WKDW�H[LVWV
EHWZHHQ�5	'�RXWSXWV�DQG�WKHLU�WUDQVODWLRQ�LQWR�YLDEOH�EXVLQHVV
SURSRVDOV���$V�LQGLFDWHG�DERYH��EULGJLQJ�PHFKDQLVPV�VXFK�DV�LQFXEDWRUV
DUH�QHHGHG�WR�EULGJH�WKHVH�WZR�ZRUOGV�

• 7KH�6PDOO�6HHG�(DUO\�VWDJH�,QYHVWPHQW�*DS���7KLV�JDS�UHIHUV�WR
WKH�PLVPDWFK�EHWZHHQ�WKH�IXQGV�QHHGHG�IRU�VHHG�HDUO\�VWDJH�SURMHFWV�WR
IORXULVK�DQG�WKRVH�DFWXDOO\�DYDLODEOH�±�D�JDS�GXH�LQ�ODUJH�SDUW�WR�WKH
UHODWLYHO\�VPDOO�VL]H�RI�WKH�DPRXQWV�RI�FDSLWDO�QHHGHG�E\�LQGLYLGXDO
SURMHFWV�

• 7KH�,QVWLWXWLRQDO�5HOXFWDQFH�*DS���7KLV�UHIHUV�WR�WKH�UHOXFWDQFH�RI
LQVWLWXWLRQDO�LQYHVWRUV��H�J��SHQVLRQ�IXQGV�DQG�EDQNV��WR�SURYLGH�ILQDQFH
WR�WHFKQRORJ\�YHQWXUH�IXQGV��ODUJHO\�EDVHG�RQ�LQIRUPDWLRQ�JDSV�ZKLFK
UHLQIRUFH�SRRU�SHUFHSWLRQV�RI�WHFKQRORJ\�LQYHVWLQJ�

• 7KH�$QJHO�*DS���7KLV�UHIHUV�WR�WKH�UHODWLYH�DEVHQFH�RI�ILQDQFH�IURP
%XVLQHVV�$QJHOV�LQ�WKH�(8�LQ�FRPSDULVRQ�ZLWK�86�SUDFWLFH�

• 7KH�'HPDQG�*DS���7KLV�JDS�UHIHUV�WR�LQIRUPDWLRQ�GHILFLHQFLHV�WKDW
ORZHU�WKH�HIIHFWLYH�GHPDQG�IRU�ULVN�FDSLWDO�DPRQJVW�60(V�

$ORQJVLGH�WKHVH�VSHFLILF�JDSV�RU�SUREOHPV�LV�WKH�PRUH�JHQHUDO�QRWLRQ�WKDW�WKHUH�LV
XQGHULQYHVWPHQW�E\�WKH�SULYDWH�VHFWRU�LQ�HDUO\�VWDJH�YHQWXUH�FDSLWDO�EHFDXVH�RI
WKH�FRPELQDWLRQ�RI�KLJK�ULVN��KLJK�FRVW�DQG�VPDOO�VL]H�RI�GHDOV���,Q�HDFK�FDVH�
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H[SHULHQFH�LQ�(XURSH�DQG�HOVHZKHUH�SURYHV�WKDW�YDULRXV�SXEOLF�VHFWRU�VXSSRUW
PHDVXUHV�FDQ�KDYH�VRPH�XVHIXO�LPSDFW�

7KH�%ULGJH�,QFXEDWRU�*DS

%ULGJLQJ�,QFXEDWRU�PHFKDQLVPV�DUH�UHODWLYHO\�QHZ�LQ�(XURSH���*RRG�SUDFWLFH�LV
RQO\�EHJLQQLQJ�WR�HPHUJH�IURP�WKH�ZLGH�YDULHW\�RI�LQVWLWXWLRQDO�DQG�RUJDQLVDWLRQDO
IRUPDWV�LQ�XVH��PDQ\�RI�WKHP�H[SHULPHQWDO�LQ�QDWXUH���$�EDVLF�UXOH�LV�WR�KDYH�D
FOHDU�IRFXV�RQ�WKH�REMHFWLYH��L�H��WR�LQFUHDVH�WKH�TXDQWLW\�DQG�TXDOLW\�RI�WKH
UHVHDUFK�EDVHG�GHDO�IORZ�DYDLODEOH�WR�FRPPHUFLDO�VHHG�DQG�RU�VWDUW�XS�LQYHVWRUV
LQ�D�V\VWHPDWLF��VFDOHDEOH��ORQJ�WHUP�DQG�FRVW�HIIHFWLYH�PDQQHU�
2QH�RI�WKH�ORQJHVW�UXQQLQJ��ODUJHVW�DQG�ZHOO�HVWDEOLVKHG�EULGJH�SURJUDPPHV�LV
WKH�ORFDOO\�GLVSHUVHG�WHFKQRORJ\�LQFXEDWRU�SURJUDPPH�RI�,VUDHO���,W�KDV�ZHOO�
GHILQHG�SDUDPHWHUV�DQG�UXOHV�IRU�VXSSRUW�DQG�ILQDQFH�DW�ERWK�SURJUDPPH�DQG
SURMHFW�OHYHO���,WV�SHUIRUPDQFH�UHFRUG�LQ�WHUPV�RI�FRVW�HIIHFWLYHQHVV�DQG�WKH
QXPEHU�RI�QHZ�5	'�LQWHQVLYH�FRPSDQLHV�DWWUDFWLQJ�LQYHVWPHQW�DSSHDUV�JRRG�
WKRXJK�WKHUH�KDV�EHHQ�QR�LQGHSHQGHQW�IRUPDO�HYDOXDWLRQ�DQG�WKH�DGGLWLRQDOLW\�RI
WKH�LQLWLDWLYH�LV�GLIILFXOW�WR�DVVHVV���$IWHU�D�UHYLHZ�LQ�������WKH�EDVLF�IUDPHZRUN
ZDV�UHWDLQHG��EXW�ZLWK�PRUH�IOH[LELOLW\�LQ�GHDO�VWUXFWXUHV�DQG�PRUH�HPSKDVLV�RQ
SULYDWH�VHFWRU�SDUWLFLSDWLRQ�
:LWKLQ�(XURSH��)LQODQG¶V�QHWZRUN�RI�FR�RSHUDWLQJ�SXEOLF�VHFWRU�LQVWLWXWLRQV��ZKLFK
LQFOXGHV�6,75$��7(.(6��),119(5$�DQG�6SLQQR�DQG�ZKLFK�KDV�PRUH�WKDQ�WHQ
\HDUV¶�H[SHULHQFH�VXSSRUWLQJ�WHFKQRORJ\�WUDQVIHU�DQG�VSLQ�RIIV��LV�D�JRRG
UHIHUHQFH�SRLQW��WKRXJK�QRW�HQRXJK�LV�NQRZQ�DERXW�WKH�)LQQLVK�V\VWHP¶V�RYHUDOO
FRVW�HIIHFWLYHQHVV���(OVHZKHUH��5	'�JUDQWLQJ�LQVWLWXWHV�LQ�VHYHUDO�FRXQWULHV�KDYH
UHFHQWO\�������������VHW�DVLGH�UHVRXUFHV�IRU�LQWHUQDO�XQLWV�VXSSRUWLQJ�VWDUW�XSV
ZLWK�VHUYLFHV�DQG�ORDQV���$�SLRQHHU�LQ�WKLV�DUHD�ZDV�WKH�QDWLRQDO�)87285
SURJUDPPH�HVWDEOLVKHG�E\�WKH�*HUPDQ�JRYHUQPHQW�LQ������
$QRWKHU�QHZ�DSSURDFK��������LV�WKH�8.�8QLYHUVLW\�&KDOOHQJH�VFKHPH��VXSSRUWHG
SDUWO\�E\�D�ODUJH�VFLHQWLILF�IRXQGDWLRQ���7KLV�LV�D�SURIHVVLRQDOO\�PDQDJHG�LQLWLDWLYH
ZLWK�VRIW�ILQDQFLDO�WDUJHWV���,W�XVHV�YHU\�VPDOO��W\SLFDOO\�XQGHU� ��PLOOLRQ��VHHG
LQYHVWPHQW�IXQGV�DQG�DFWV�DV�D�EULGJLQJ�PHFKDQLVP�IRU����XQLYHUVLWLHV���7KH
IRFXV�RI�WKHVH�IXQGV��KRZHYHU��LV�PRUH�RQ�PDNLQJ�WKH�ILQDQFLDO�LQYHVWPHQW�WKDQ
SURYLGLQJ�WKH�QHFHVVDU\�VXSSRUW�DQG�QXUWXULQJ�
)UHVK�DSSURDFKHV�LQFOXGH�WKH�*HUPDQ�%78�)U�KSKDVHQ�SURJUDPPH�DGPLQLVWHUHG
E\�WEJ��WHFKQRORJLHEHWHLOLJXQJVJHVHOOVFKDIW��D�VSHFLILF�SXUSRVH�VXEVLGLDU\�RI�WKH
SXEOLF�GHYHORSPHQW�EDQN�'HXWVFKH�$XVJOHLFKVEDQN����,QWURGXFHG�LQ�������WKLV�LV
DQ�DPELWLRXV�DQG�IOH[LEOH�VFKHPH�WKDW�XVHV�D�QHWZRUN�RI�HQWUHSUHQHXULDO�FRDFKHV
DQG�D�SKDVHG�JUDQW�V\VWHP�
2WKHU�IUHVK�DSSURDFKHV�ZRUWK�FRQVLGHULQJ�LQFOXGH�PL[HG�SULYDWH�SXEOLF�VHFWRU
IXQGHG�ODUJH�VFDOH�SDQ�(XURSHDQ�WHFKQRORJ\�WUDQVIHU�DFFHOHUDWRUV��77$V��IRU
EURDG�WHFKQRORJ\�WKHPHV���7KHVH�ZRXOG�DFW�DV�YLUWXDO�LQFXEDWRUV��GLYLGHG�LQWR
WHFKQRORJ\�VHJPHQWV���2XWSXW��LQ�WKH�IRUP�RI�LQWHOOHFWXDO�SURSHUW\�ULJKWV��ZRXOG
EH�VROG�WR�9&V�DQG�RWKHU�DFTXLUHUV���7KH�IRFXV�DQG�FRQFHQWUDWLRQ�77$V�ZRXOG
EULQJ�WR�WKH�DFWLYLW\�RI�WHFKQRORJ\�WUDQVIHU��WRJHWKHU�ZLWK�OHDUQLQJ�HFRQRPLHV
ZLWKLQ�VHFWRUV��ZRXOG�GHHSHQ�WHFKQRORJ\�H[SHUWLVH�DPRQJ�YHQWXUH�FDSLWDOLVWV�DQG
PDNH�WHFKQRORJ\�WUDQVIHU�PRUH�FRPPHUFLDO�
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$FWLYLWLHV�DW�WKH�WHFKQRORJ\�LQFXEDWRU�SUH�VHHG�VWDJH�DLPHG�DW
FRQYHUWLQJ�PRUH�UHVHDUFK�SURMHFWV�WR�LQYHVWPHQW�UHDG\�EXVLQHVV
SURSRVDOV�VKRXOG�EH�VWLPXODWHG�DQG�VXSSRUWHG�DFURVV�WKH�(8���6XFK
DFWLYLW\�LV�QRW�QHFHVVDULO\�SURILW�JHQHUDWLQJ�DQG�UHTXLUHV�VRPH
VXVWDLQHG�SXEOLF�UHVRXUFH�LQSXW�WR�LWV�IXQGLQJ�PL[�
7KH�&RPPLVVLRQ�VKRXOG�FDOO�IRU�DQG�IXQG�SURSRVDOV�IRU�QHZ��FR�
RUGLQDWHG��WUDQV�(XURSHDQ�LQFXEDWRU�SUH�VHHG�IXQG�DFWLYLW\�
6XFFHVVIXO�SURSRVDOV�VKRXOG�LQFOXGH�H[SHULHQFHG��SURSHUO\�UHPXQHUDWHG
SULYDWH�PDQDJHPHQW�ZLWK�DQ�XQGHUVWDQGLQJ�RI�ERWK�WHFKQRORJ\
WUDQVIHU�DQG�LQYHVWPHQW�SURFHVVHV���3URSRVDOV�VKRXOG�EH�FRQVLVWHQW
ZLWK�DFWLYLW\�DOUHDG\�H[LVWLQJ�DW�QDWLRQDO�DQG�WUDQV�QDWLRQDO�OHYHOV�DQG
VKRXOG�EH�RI�VXIILFLHQW�VFDOH�WR�HQVXUH�FRVW�HIIHFWLYHQHVV��L�H��UHJLRQDO
RU�VHFWRUDO�LQ�QDWXUH��

7KH�6PDOO�6HHG�(DUO\�VWDJH�,QYHVWPHQW�*DS

$FDGHPLF�UHVHDUFK�DQG�(XURSHDQ�H[SHULHQFH�KDV�GHPRQVWUDWHG�WKDW�WKHUH�LV�D
PLQLPXP�YLDEOH�VL]H�IRU�IRUPDO�YHQWXUH�FDSLWDO�IXQGV���7KLV�VL]H�LV�GHWHUPLQHG
ERWK�E\�WKH�QXPEHU�RI�LQYHVWPHQWV�WKH�IXQGV�QHHG�WR�DFKLHYH�DQ�HIIHFWLYH�EXW
PDQDJHDEOH�SRUWIROLR�DQG�WKH�QHHG�IRU�VXIILFLHQW�IHHV�WR�EH�JHQHUDWHG�E\�WKH
IXQG�WR�SD\�IRU�WKH�FUHDWLRQ�DQG�RQJRLQJ�PDQDJHPHQW�RI�WKDW�SRUWIROLR���6RPH
LQVWLWXWLRQV�FDQ�RQO\�LQYHVW�LQ�ODUJHU�IXQGV�DV�WKH�DGPLQLVWUDWLYH�FRVWV�RI�PDNLQJ
PDQ\�VPDOO�DOORFDWLRQV�WR�IXQGV�OHVV�WKDQ��VD\�� ���PLOOLRQ�LV�FRQVLGHUHG
GLVSURSRUWLRQDWHO\�KLJK��DOWKRXJK�IXQG�RI�IXQGV�DFWLYLW\�FDQ�DGGUHVV�WKLV�LVVXH��
,W�LV�DOVR�NQRZQ�WKDW�ODUJHU�YHQWXUH�FDSLWDO�IXQGV�PDNH�ODUJHU�LQYHVWPHQWV�
7KHUH�LV�WKHUHIRUH�D�SUREOHP�VRXUFLQJ�WKH�VPDOOHU�DPRXQWV�RI�LQYHVWPHQW�QHHGHG
IRU�VHHG��VWDUW�XS�DQG�RWKHU�YHU\�HDUO\�VWDJH�LQYHVWPHQW�SURMHFWV��DV�DOO�SUHVVXUHV
RQ�IRUPDO�IXQGV�DUH�WR�EHFRPH�ODUJHU�
2QH�DSSURDFK�WR�WKLV�SUREOHP�ZRXOG�EH�WR�HQKDQFH�WKH�DFWLYLWLHV�RI�SULYDWH
LQYHVWRUV�E\�LQFUHDVLQJ�WKH�VFDOH�RI�WKHLU�DFWLYLW\���,Q�WKH�86$��WKH�6PDOO�%XVLQHVV
,QYHVWPHQW�&RPSDQ\��6%,&��SURJUDPPH�SURYLGHV�OHYHUDJH�RI���RU���WLPHV�WKH
DPRXQW�UDLVHG�E\�JURXSV�RI�SULYDWH�LQYHVWRUV��ZKR�DUUDQJH�WKHLU�DFWLYLWLHV�LQ�D
IXQG��DQG�VPDOO�LQVWLWXWLRQDO�IXQGV���7KLV�HIIHFWLYHO\�WULSOHV�RU�TXDGUXSOHV�WKH
FDSLWDO�DYDLODEOH�IRU�LQYHVWPHQW�E\�WKH�IXQGV���7KHUH�LV�VRPH�HYLGHQFH�WKDW�WKLV
VFKHPH�DOORZV�LQYHVWRUV�D�ZLGH�UDQJH�RI�SRUWIROLR�FKRLFHV��LQFOXGLQJ�ERWK�YHU\
KLJK�ULVN�VPDOO�VHHG�VWDJH�LQYHVWPHQWV�DQG�PRGHUDWH�ULVN�LQYHVWPHQWV�LQ
HVWDEOLVKHG�WHFKQRORJ\�FRPSDQLHV���$�FRXQWHU�DUJXPHQW�IRU�VXFK�OHYHUDJH�RU
JHDULQJ�SURJUDPPHV��KRZHYHU��LV�WKDW�WKH\�VLPSO\�FUHDWH�ODUJHU�IXQGV�WKDW�DJDLQ
PDNH�ODUJHU�LQYHVWPHQWV�
$QRWKHU�IUHVK�DSSURDFK�WR�WKH�SUREOHP�RI�VPDOO�IXQGV�WDUJHWV�WKH�VHHG�VWDJH�DQG
EULQJV�UHVHDUFK�RUJDQLVDWLRQV�FORVHU�WR�WKH�FRPPHUFLDO�ZRUOG���7KLV�LV�WKH�)UHQFK
SURJUDPPH�RI�VWDWH�ORDQV�WR�OHYHUDJH�LQYHVWPHQWV�E\�SXEOLF�UHVHDUFK�DJHQFLHV�LQ
QDWLRQDO�VHFWRUDO�DQG�UHJLRQDO�FURVV�VHFWRUDO�VHHG�IXQGV��EDFNHG�E\�FR�
LQYHVWPHQW�LQ�WKHVH�IXQGV�E\�D�VSHFLDOLVW�VWDWH�RZQHG�EDQN��&'&��DQG��SDUL
SDVVX��E\�SULYDWH�LQYHVWRUV�
3XEOLF�RU�SULYDWH�OHYHUDJH�WR�IXQGV��ZKLOH�DQ�DWWUDFWLYH�ZD\�WR�LQFUHDVH�WKH�VFDOH
RI�WKHLU�DFWLYLWLHV��FDUULHV�UHDO�ULVNV�IRU�SULYDWH�LQYHVWRUV�LQ�WKH�HTXLW\�RI�WKH�IXQGV�
:KHUH�WKH�OHYHUDJH�LV�RQ�FRPPHUFLDO�WHUPV��DV�LQ�WKH�86�6%,&�SURJUDPPH��DQ\
XQGHUSHUIRUPDQFH�RI�WKH�LQYHVWPHQW�SRUWIROLR�ZLOO�LPSDFW�PRVW�RQ�WKH�SULYDWH
HTXLW\�LQYHVWRUV��DV�WKH�OHYHUDJH�ZLOO�DOZD\V�QHHG�WR�EH�UHSDLG�EHIRUH�WKH�SULYDWH
LQYHVWRUV���:KHUH�WKH�OHYHUDJH�LV�VRIW��L�H��UHSD\PHQW�FDQ�EH�IRUJLYHQ�LQ�ZKROH�RU
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LQ�SDUW�LI�WKH�IXQG�XQGHUSHUIRUPV���WKHUH�LV�D�UHDO�ULVN�RI�GLVWRUWLQJ�RI�LQYHVWPHQW
GHFLVLRQV�
7KHUH�LV�FRXQWHU�LQWXLWLYH�HYLGHQFH�IURP�WKH�86$�WKDW�YHU\�VPDOO�VHHG
LQYHVWPHQWV�DUH�EHLQJ�PDGH�E\�PXOWL�ELOOLRQ�GROODU�YHQWXUH�FDSLWDO�IXQGV���7KH
LPSDFW�RQ�WKH�VHHG�LQYHVWPHQW�PDUNHW�E\�WKHVH�IXQGV�LV�WKH�VXEMHFW�RI�FXUUHQW
DFDGHPLF�UHVHDUFK�LQ�WKH�8.�
3XEOLF�UHVRXUFHV�VKRXOG�EH�PDGH�DYDLODEOH�WR�SURYLGH�OHYHUDJH�WR�VHHG
IXQGV��RQ�DQ�H[SHULPHQWDO�EDVLV��DW�ERWK�QDWLRQDO�DQG�WUDQV�QDWLRQDO
OHYHOV���9DULDQWV�RI�WKH�86�6%,&�PRGHO�FRXOG�EH�DGRSWHG��DV�LQ
)ODQGHUV���DQG�RWKHU�PHDVXUHV�RI�VXEVLGLVHG�RU�FRPPHUFLDO�OHYHUDJH
WULDOOHG��DV�LQ�)UDQFH����7KH�&RPPLVVLRQ�FRXOG�EHFRPH�LQYROYHG�LQ
HYDOXDWLQJ�DQG�UHSRUWLQJ�RQ�WKH�HIIHFWLYHQHVV�RI�YDULRXV�IRUPV�RI
OHYHUDJH��SRVVLEO\�FR�RUGLQDWLQJ�ZLWK�(9&$�
7KH�(,)�VKRXOG�FRQVLGHU�ZD\V�RI�LQFUHDVLQJ�LWV�LPSDFW�RQ�WKH�SURYLVLRQ
RI�ILQDQFH�IRU�VHHG�IXQGV�DFURVV�WKH�(8��ERWK�FRQVLVWHQW�ZLWK�LWV�RZQ
ILQDQFLDO�PDQGDWH�DQG�LWV�UROH�DV�D�PDQDJLQJ�DJHQW�IRU�&RPPLVVLRQ
UHVRXUFHV���7KLV�FRXOG�LQFOXGH�UHOD[LQJ�LWV�����OLPLW�RQ�WRWDO�SXEOLF�
VHFWRU�SDUWLFLSDWLRQ�LQ�IXQGV�LQ�PDUNHWV�ZKHUH�SULYDWH�FR�ILQDQFH�IRU
VHHG�IXQGV�LV�SDUWLFXODUO\�GLIILFXOW�WR�VRXUFH
7KH�&RPPLVVLRQ�VKRXOG�FRQVLGHU�PDNLQJ�UHVRXUFHV�DYDLODEOH�WR
DFFHOHUDWH�UHVHDUFK�LQWR�WKH�LPSDFW�RI�YHU\�ODUJH�YHQWXUH�IXQGV�RQ
VHHG�OHYHO�LQYHVWPHQWV�

,QVWLWXWLRQDO�5HOXFWDQFH

7KH�UHOXFWDQFH�RI�LQVWLWXWLRQV�VXFK�DV�SHQVLRQ�IXQGV�DQG�EDQNV�WR�ILQDQFH
WHFKQRORJ\�IXQGV�LV�DQ�LQIRUPDWLRQ�DQG�SHUFHSWLRQ�JDS���$Q�LPSRUWDQW�LQIOXHQFH
RQ�LQVWLWXWLRQDO�IXQGLQJ�LV�KLVWRULF�GDWD�RQ�WKH�SHUIRUPDQFH�RI�YHQWXUH�FDSLWDO
IXQGV���&RPSDUHG�WR�WKH�GDWD�DYDLODEOH�RQ�KLJKO\�UHJXODWHG�DQG�SXEOLFO\�TXRWHG
DVVHW�FODVVHV��KRZHYHU��YHQWXUH�IXQG�GDWD�LV�LQHYLWDEO\�VFDUFH��RSDTXH�DQG
GLIILFXOW�WR�DQDO\VH���7KLV�SUREOHP�LV�ZRUVH�LQ�(XURSH�WKDQ�LQ�WKH�86$��ZKHUH
YHQWXUH�SHUIRUPDQFH�PHDVXUHPHQW�DFWLYLW\�DQG�LWV�DQDO\VLV�E\�LQVWLWXWLRQV�LV
PRUH�ZLGHVSUHDG�DQG�FRPSHWLWLYH���*HQHUDOO\��WKH�SHUFHSWLRQ�LQ�(XURSH�LV�WKDW
HDUO\�VWDJH�DQG�WHFKQRORJ\�IXQGV�KDYH�XQGHUSHUIRUPHG�LQ�FRPSDULVRQ�ZLWK�RWKHU
VHFWLRQV�RI�SULYDWH�HTXLW\��LQFOXGLQJ�EX\�RXW�IXQGV���7KLV�LV�QRW�QHFHVVDULO\�WKH
FDVH��KRZHYHU���7KH�VSUHDG�RI�SHUIRUPDQFH�LV�DFWXDOO\�TXLWH�ODUJH�DQG�FDUHIXO
VHOHFWLRQ�ZRXOG�XQGRXEWHGO\�OHDG�WR�KLJKHU�UHWXUQV���0RUH�LQIRUPDWLRQ��DQG�RI
EHWWHU�TXDOLW\��ZRXOG�OHDG�WR�WKH�ZLVHU�DOORFDWLRQ�RI�FDSLWDO�UHVRXUFHV�
:KHQ�WKLV�LQIRUPDWLRQ�JDS�LV�FRXSOHG�ZLWK�FXUUHQW�QHJDWLYH�SHUFHSWLRQV�RI
WHFKQRORJ\�LQYHVWLQJ��KHOG�E\�LQVWLWXWLRQV�DV�D�FRQVHTXHQFH�RI�WKH�EXUVWLQJ�RI�WKH
GRW�FRP�EXEEOH��WKHUH�LV�D�UHDO�SUREOHP�RI�LQVWLWXWLRQDO�LQYHVWPHQW�IRU�HDUO\�VWDJH
YHQWXUH�IXQGV�GU\LQJ�XS�
7KH�$XVWULDQ�)LQDQ]LHUXQJVJXDUDQWHH�*HVHOOVFKDIW��)**��&DSLWDO�*XDUDQWHHV
SURJUDPPH�KDV�LQWURGXFHG�D�FDSLWDO�JXDUDQWHH�SURJUDPPH�WR�HQDEOH�LQYHVWRUV�LQ
YHQWXUH�IXQGV�WR�PDQDJH�WKHLU�SRWHQWLDO�ORVVHV�DQG�WKHUHIRUH�RYHUFRPH�FHUWDLQ
LQYHVWPHQW�EDUULHUV���2WKHU�QDWLRQDO�PHDVXUHV�LQFOXGH�WD[�LQFHQWLYHV��RU
SXEOLF�SULYDWH�IXQGV�RI�IXQGV��VXFK�DV�WKH�8.�+LJK�7HFKQRORJ\�)XQG��WKH�)UHQFK
)RQGV�3URPRWLRQ�&DSLWDO�5LVTXH��)3&5���RU�WKH�*UHHN�1HZ�(FRQRP\
'HYHORSPHQW�)XQG��7$1(2��
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7KH�(,)�VKRXOG�SOD\�D�UROH�LQ�SURYLGLQJ�WKH�SURSHU�VLJQDOV�WR�WKH
PDUNHW���*LYHQ�LWV�UHVRXUFHV��H[SHUWLVH��PDUNHW�VWDQGLQJ��PLVVLRQ�DQG
ORQJHU�WHUP�KRUL]RQ��LW�VKRXOG�EH�DEOH�WR�DFW�FRXQWHU�F\FOLFDOO\�ZKLOH
LPSURYLQJ��QRW�ZHDNHQLQJ��FRPPHUFLDO�FRQILGHQFH���7KH�(,)�VKRXOG�

• 7DNH�WKH�OHDG�E\�FRPPLWWLQJ�WR�LQYHVWPHQW�LQ�QHZ�IXQGV�EHLQJ
UDLVHG�E\�H[LVWLQJ�WHDPV��HVSHFLDOO\�WKRVH�ZLWK�D�JRRG�UHFHQW
WUDFN�UHFRUG�ZKR�DUH�ILQGLQJ�LW�GLIILFXOW�WR�PDLQWDLQ�LQVWLWXWLRQDO
LQWHUHVW�EHFDXVH�RI�GHOD\V�LQ�DFKLHYLQJ�H[LWV�IURP�WKHLU�FXUUHQW
IXQGV�

• (QDEOH�YHQWXUH�FDSLWDO�IXQG�UDLVLQJ�WHDPV��LQFOXGLQJ�WKRVH
UDLVLQJ�IXQGV�RI�IXQGV��WR�DWWUDFW�D�ZLGHU�UDQJH�RI�LQYHVWRUV�E\
SXWWLQJ�IOH[LEOH�GRZQVLGH�SURWHFWLRQ�DUUDQJHPHQWV�LQ�SODFH���,Q
UHWXUQ�IRU�SD\PHQW�RI�D�IODW�SUHPLXP��SOXV�D�VKDUH�RI�WKH�XSVLGH
EHQHILWV�LI�WKH�SUHPLXP�LV�OHVV�WKDQ�ULVN�SULFHG��(,)�FRXOG�DFW�DV
FDSLWDO�JXDUDQWRU�WR�VXFK�LQYHVWRUV��WKXV�DOORZLQJ�WKHP�WKH
RSWLRQ�RI�DGMXVWLQJ�WKHLU�ULVN�UHZDUG�SDUDPHWHUV�

7KH�$QJHO�*DS
%XVLQHVV�DQJHO�ILQDQFH�LV�NQRZQ�WR�EH�D�PDMRU�VRXUFH�RI�HDUO\�VWDJH�YHQWXUH
FDSLWDO�EXW�LV�SRRUO\�UHVHDUFKHG�DQG�OLWWOH�TXDQWLWDWLYH�HYLGHQFH�H[LVWV�FRQFHUQLQJ
LWV�LPSDFW���,Q�WKH�H\HV�RI�PRVW�REVHUYHUV�DQG�FRPPHQWDWRUV��KRZHYHU��(XURSH
FHUWDLQO\�ODJV�EHKLQG�WKH�86$�LQ�WKLV�DFWLYLW\���7KH�JDS�EHWZHHQ�%XVLQHVV�$QJHO
DFWLYLW\�LQ�WKH�86�DQG�(XURSH�±�WKH�$QJHO�*DS�±�KDV�PXOWLSOH�DVSHFWV�DQG�FDXVHV
DQG�LV�SUREDEO\�URRWHG�LQ�WKH�FXUUHQW�LPPDWXULW\�RI�WKH�EXVLQHVV�DQJHO�PDUNHW�LQ
(XURSH���,Q�WKH�86$��WKH�'LUHFW�3XEOLF�2IIHULQJ��'32��LV�D�ZHOO�HVWDEOLVKHG
WHFKQLTXH��XVLQJ�VWDQGDUG�H[HPSWLRQV�IURP�6(&�UXOHV��ZKLFK�DOORZV�KLJK�QHW
ZRUWK�LQGLYLGXDOV�WR�EH�DSSURDFKHG�FROOHFWLYHO\�ZLWKRXW�WKH�H[SHQVH�RI�D
SURVSHFWXV�DQG�,QLWLDO�3XEOLF�2IIHULQJ��,32����7KLV�UDLVHV�WKHLU�SURILOH�FRQVLGHUDEO\�
$GRSWLQJ�WKLV�SURFHVV�LQ�(XURSH�ZRXOG�KHOS�LPSURYH�DQJHO�ILQDQFH�IORZV��VHH�WKH
HDUOLHU�UHFRPPHQGDWLRQ�XQGHU�������FRQFHUQLQJ�LQYHVWRU�SURWHFWLRQ�OHJLVODWLRQ��
1DWLRQDO�PHDVXUHV�VXFK�DV�ILVFDO�LQFHQWLYHV�RU�FR�LQYHVWPHQW
SURJUDPPHV�VKRXOG�EH�LQWURGXFHG�WR�OLEHUDWH�DQJHO�PDUNHW
PHFKDQLVPV�
$QJHO�V\QGLFDWHV�VKRXOG�EH�LQFOXGHG�DORQJVLGH�9&�IXQGV�DV�SRWHQWLDOO\
HOLJLEOH�IRU�QDWLRQDO�(XURSHDQ�WD[�DQG�UHJXODWRU\�DGYDQWDJHV��DQG�IRU
OHYHUDJH�VFKHPHV�
0HPEHU�6WDWHV�VKRXOG�XQGHUWDNH�QDWLRQDO�SXEOLFLW\�PHDVXUHV�WR
KLJKOLJKW�WKH�SRWHQWLDO�RI�EXVLQHVV�DQJHO�DFWLYLW\��DV�RFFXUUHG�LQ
*HUPDQ\����(QFRXUDJHPHQW�VKRXOG�EH�JLYHQ�WR�FDVKHG�RXW�WHFKQRORJ\
HQWUHSUHQHXUV�DQG�NH\�PDQDJHPHQW�WHDP�PHPEHUV�WR�UHF\FOH
WKHPVHOYHV�DV�DQJHOV��PHQWRUV��FRDFKHV��9&V��VHULDO�HQWUHSUHQHXUV�HWF�
1DWLRQDO�DQG�RU�UHJLRQDO�JRYHUQPHQW�RUJDQLVDWLRQV��ZRUNLQJ�ZLWK
SULYDWH�VSRQVRUV��VKRXOG�IXQG�FRQIHUHQFHV�DQG�DQJHO�QHWZRUNV�DQG
HQJDJH�WKH�PHGLD�WR�UDLVH�WKH�SURILOH�RI�DQJHO�LQYHVWLQJ�
7KH�&RPPLVVLRQ�VKRXOG�FRQVLGHU�PDNLQJ�IXQGLQJ�DYDLODEOH�WR�DQG
WKURXJK�WKH�(XURSHDQ�%XVLQHVV�$QJHO�1HWZRUN��(%$1��WR�SXEOLFLVH�DQG
SURPRWH�DQJHO�DFWLYLW\�YLD�WKH�XVH�RI�VXFFHVV�VWRULHV�DQG�UROH�PRGHOV�



��

7KH�'HPDQG�*DS

7KH�SUREOHP�RI�DYDLODELOLW\�RI�ULVN�FDSLWDO�IRU�WKH�FRPPHUFLDOLVDWLRQ�RI�5	'�LV�QRW
MXVW�RQH�RI�VXSSO\��LW�LV�DOVR�RQH�RI�GHPDQG���60(V�DQG�SRWHQWLDO�VWDUW�XSV�QHHG
PRUH�HGXFDWLRQ�DQG�DGYLFH�RQ�WKH�DYDLODELOLW\�DQG�DSSURSULDWHQHVV�RI�H[WHUQDO
ULVN�FDSLWDO�
7KH�&RPPLVVLRQ�DQG�0HPEHU�6WDWHV�VKRXOG�FRQVLGHU�PDNLQJ�SXEOLF
UHVRXUFHV�DYDLODEOH�WR�LPSURYH�DZDUHQHVV�FRQFHUQLQJ�WKH�DSSURSULDWH
DSSOLFDWLRQ�RI�ULVN�FDSLWDO���$Q\�VXFK�DFWLYLW\�VKRXOG�FRPSOHPHQW�DQG
EXLOG�RQ�H[LVWLQJ�LQLWLDWLYHV�LQ�WKH�6L[WK�)UDPHZRUN�3URJUDPPH�DQG
HOVHZKHUH�

��������*XLGHOLQHV�IRU�)XWXUH�8VH
7KH�SULYDWH�VHFWRU�ULVN�FDSLWDO�PDUNHW�LV�FDSDEOH�RI�VXSSO\LQJ�ODUJH�DPRXQWV�RI
FDSLWDO�JLYHQ�VXIILFLHQW�GHDO�IORZ�ZLWKLQ�LWV�UHTXLUHG�ULVN�UHWXUQ�SDUDPHWHUV�DQG
VXIILFLHQW�VPDUW�LQYHVWPHQW�PDQDJHPHQW�FDSDFLW\���3ROLF\�PDNHUV�QHHG�WR�EHDU
WKHVH�FRQVWUDLQWV�LQ�PLQG�DQG�DGMXVW�ULVN�VXEVLGLHV�LQ�OLQH�ZLWK�PDUNHW
GHYHORSPHQWV�WR�DYRLG�QHJDWLYH�VLJQDOOLQJ�DQG�GLVWRUWLRQ�HIIHFWV�
:KHQHYHU�SRVVLEOH��DOORZLQJ�IRU�WKH�VWDJH�RI�GHYHORSPHQW�RI�WKH�SULYDWH
LQYHVWPHQW�PDUNHW��ULVN�VXEVLGLHV�VKRXOG�EH�PLQLPLVHG�WKURXJK�FRPSHWLWLYH
WHQGHULQJ�SURFHVVHV�DPRQJVW�SULYDWH�VHFWRU�FRQWUDFWRUV�
6XSSRUW�PHDVXUHV�IRFXVLQJ�RQ�IUDPHZRUN�FRQGLWLRQV�IRU�WKH�ULVN�FDSLWDO�LQGXVWU\
PD\�UHOLHYH�ERWWOHQHFNV�DQG�KDYH�KLJKHU�OHYHUDJH�WKDQ�LQLWLDWLYHV�LQYROYLQJ
ILQDQFLQJ�LQVWUXPHQWV�DORQH���.H\�DUHDV�WR�WDFNOH�LQFOXGH��UHOLHYLQJ�KXPDQ�FDSLWDO
FRQVWUDLQWV�RQ�HDUO\�VWDJH��5	'�LQWHQVLYH��ULVN�FDSLWDO�LQYHVWPHQW�PDQDJHPHQW
FDSDFLW\��LQWHOOHFWXDO�SURSHUW\�UHJLPHV�DIIHFWLQJ�VHHG�FDSLWDO��DQG�HPSOR\PHQW
FRQWUDFWV�IRU�UHVHDUFKHUV�
3ROLF\�PDNHUV�VKRXOG�UHFRJQLVH�WKDW�VXE�GLYLVLRQV�DQG�µJDSV¶�ZLWKLQ�WKH�ULVN
FDSLWDO�DUHD�UHTXLUH�GLVWLQFW�DSSURDFKHV�

7KH�%ULGJH�,QFXEDWRU�*DS

• 3ROLF\PDNHUV�QHHG�WR�UHFRJQLVH�DQ�LPSRUWDQW�JDS�LQ�WKH�WHFKQRORJ\
WUDQVIHU�SURFHVV�EHWZHHQ�WKH�FRPSOHWLRQ�RI�D�JUDQW�IXQGHG�UHVHDUFK
SURMHFW�LQ�D�XQLYHUVLW\�RU�UHVHDUFK�LQVWLWXWH�DQG�WKH�VXEVHTXHQW
GHYHORSPHQW�RI�D�KLJK�JURZWK�EXVLQHVV�VWDUW�XS�SURSRVDO�WKDW�LV�FDSDEOH
RI�DWWUDFWLQJ�RXWVLGH�ULVN�FDSLWDO�LQYHVWPHQW�RQ�UHDVRQDEOH�WHUPV�

• 3URJUDPPHV�WDFNOLQJ�WKLV�JDS�VKRXOG�KDYH�VHFXUH�ILQDQFLQJ�DQG�UHDOLVWLF
H[SHFWDWLRQV�RI�FRVWV�DQG�UHYHQXHV���7KH\�VKRXOG�LQFOXGH�DGHTXDWH
SXEOLF�RU�HGXFDWLRQDO�VHFWRU�VSRQVRUVKLS�DQG�WKHLU�FRQWLQXDWLRQ�VKRXOG
QRW�GHSHQG�RQ�JHQHUDWLQJ�LQYHVWPHQW�UHWXUQV�RU�SULYDWH�VHFWRU�IXQG�
UDLVLQJ�WKDW�FDQ�GLVWRUW�SURMHFW�VHOHFWLRQ�DQG�GLYHUW�PDQDJHPHQW�WLPH�

• 3ULYDWH�VHFWRU�FRPPHUFLDO�PDQDJHPHQW�VKRXOG�EH�XVHG�WR�VHOHFW�SURMHFWV
ZLWK�FRPPHUFLDO�SRWHQWLDO��WDNLQJ�FDUH�WR�EURDGHQ�WKH�VHOHFWLRQ�EH\RQG
WKH�µORZ�KDQJLQJ�IUXLWV¶�WKDW�W\SLFDOO\�DWWUDFW�HDUO\�VWDJH�LQYHVWRUV�

• 6HOHFWHG�SURMHFWV�DQG�WHDPV�VKRXOG�EH�VXSSRUWHG�ZLWK�D�YHU\�PRGHVW
SDFNDJH�RI�ILQDQFH��PHQWRULQJ�DQG�LQWHOOHFWXDO�SURSHUW\�PDQDJHPHQW
VHUYLFHV�IRU�D�VWULFWO\�OLPLWHG�WLPH�VFDOH��ZLWK�GLVWLQFW�PLOHVWRQHV�DQG�WKH
UXWKOHVV�FXOOLQJ�RI�WKRVH�QRW�GHPRQVWUDWLQJ�FRPPHUFLDO�SRWHQWLDO�



��

7KH�6PDOO�6HHG�(DUO\�VWDJH�,QYHVWPHQW�*DS

• 3ROLF\PDNHUV�VKRXOG�HQFRXUDJH�QRQ�LQVWLWXWLRQDO�VRXUFHV�RI�VPDUW
IXQGLQJ�E\�SLORWLQJ�DQG�HYDOXDWLQJ�OHYHUDJH�SURJUDPPHV�IRU�H[SHULHQFHG
LQYHVWRUV�±�ZKLOVW�UHFRJQLVLQJ�WKDW�WKHVH�PXVW�EH�H[SHULPHQWDO�XQWLO�PRUH
LV�NQRZQ�RI�WKHLU�DFWXDO�DQG�SURSRUWLRQDWH�LPSDFW�RQ�HDUO\�VWDJH
LQYHVWLQJ�

• 3ROLF\PDNHUV�VKRXOG�DOVR�UHFRJQLVH�WKH�QHJDWLYH�DV�ZHOO�DV�SRVLWLYH
SRWHQWLDO�LPSDFW�RI�OHYHUDJH�SURJUDPPHV�

• 7KH�UROH�DQG�H[SHUWLVH�RI�WKH�(,)�VKRXOG�EH�UHFRJQLVHG�DQG�GUDZQ�XSRQ
ZKHUHYHU�SRVVLEOH�

7KH�,QVWLWXWLRQDO�5HOXFWDQFH�*DS

• 7KH�SURGXFWLRQ��XVH�DQG�XQGHUVWDQGLQJ�RI�EHWWHU�LQIRUPDWLRQ�RQ�IXQG
SHUIRUPDQFH�DQG�PDQDJHU�WUDFN�UHFRUGV�QHHGV�WR�EH�HQFRXUDJHG�

• 0HDVXUHV�RIIHULQJ�GRZQVLGH�SURWHFWLRQ�WR�LQVWLWXWLRQDO�LQYHVWRUV�LQ
WHFKQRORJ\�IXQGV�DW�PDUNHW�RU�QHDU�PDUNHW�UDWHV�VKRXOG�EH�HQFRXUDJHG�
6XEVLG\�LV�XQOLNHO\�WR�FUHDWH�D�VXVWDLQDEOH��ORQJ�WHUP�SULYDWH�LQYHVWPHQW
FDSDELOLW\�

7KH�$QJHO�*DS

• 3URILOH�UDLVLQJ�DQG�LQIRUPDWLRQ�DQG�DZDUHQHVV�FDPSDLJQV�FDQ�KDYH�D
VLJQLILFDQW�SRVLWLYH�LPSDFW�RQ�DQJHO�PDUNHWV�

• 6XSSRUW�PHDVXUHV�VKRXOG�IRFXV�RQ�PHFKDQLVPV�WR�UDLVH�FDSLWDO�IURP�D
FODVV�RI�SRWHQWLDO�LQYHVWRUV�ZLWK�DQ�DSSHWLWH�IRU�KLJK�ULVN�KLJK�UHWXUQ
LQYHVWPHQW�ZKR��WKURXJK�ZHDOWK�DQG�RU�H[SHULHQFH��UHTXLUH�OHVV�LQYHVWRU
SURWHFWLRQ�WKDQ�WKH�JHQHUDO�SXEOLF�

7KH�'HPDQG�*DS

• 6XSSO\�PHDVXUHV�DORQH�ZLOO�QRW�LPSURYH�WKH�RSHUDWLRQ�RI�ULVN�FDSLWDO
PDUNHWV���$WWHQWLRQ�DOVR�KDV�WR�EH�SDLG�WR�GHPDQG�VLGH�FRQVWUDLQWV�
3RWHQWLDO�VWDUW�XSV�QHHG�PRUH�HGXFDWLRQ�DQG�DGYLFH�RQ�WKH�GHVLUDELOLW\
DQG�DYDLODELOLW\�RI�H[WHUQDO�ULVN�FDSLWDO�



��

������*XDUDQWHHV�IRU�/RDQ�RU�(TXLW\�)LQDQFLQJ

��������6SHFLILFLW\��3RWHQWLDO�,PSDFW�DQG�,PSRUWDQFH
*XDUDQWHHV�DUH�ILQDQFLDO�LQVWUXPHQWV�WKDW�WKH�SXEOLF�VHFWRU�FDQ�XVH�WR�FDWDO\VH
LQYHVWPHQW�LQ�5	'�YLD�SXEOLF�VHFWRU�ERGLHV�RIIHULQJ�WR�FRYHU�RU�VKDUH�SDUW�RI�WKH
ULVN�DVVRFLDWHG�ZLWK�WKH�LQYHVWPHQW��WKXV�HQFRXUDJLQJ�SRWHQWLDO�LQYHVWRUV�WR
SURYLGH�ILQDQFH�WR�5	'�SHUIRUPHUV���%HIRUH�GLVFXVVLQJ�WKLV�VSHFLILF�XVH�IRU
JXDUDQWHH�PHFKDQLVPV��KRZHYHU��D�VKRUW�GHVFULSWLRQ�RI�WKH�PDMRU�W\SHV�RI
JXDUDQWHH�LQVWUXPHQW�DQG�WKHLU�EURDGHU�XVH�LV�ZDUUDQWHG�

$�6KRUW�'HVFULSWLRQ�RI�/RDQ�DQG�(TXLW\�*XDUDQWHHV

/RDQ�*XDUDQWHHV
*XDUDQWHHV�WUDQVIHU�VRPH�RU�DOO�RI�WKH�ULVN�RI�LQYHVWLQJ�WR�D�WKLUG�SDUW\��WKH
µJXDUDQWRUµ����$�ORDQ�JXDUDQWHH�LV�WKH�SURPLVH�RI�WKH�JXDUDQWRU�WR�SD\�WKH�ORDQ�LI
WKH�ERUURZHU�FDQQRW�RU�GRHV�QRW�UHSD\���,Q�PRVW�FDVHV�WKH�ORDQ�JXDUDQWHH�FDQ
EH�FDOOHG�LI�WKH�ERUURZHU�EHFRPHV�LQVROYHQW���,W�LV�DOVR�SRVVLEOH�WR�GHILQH�RWKHU
WULJJHUV�
)RU�OHQGHUV��JXDUDQWHHV�WUDQVIHU�WKH�VSHFLILHG�ULVN�WR�WKH�JXDUDQWRUV��H�J��WKH�ULVN
RI�LQVROYHQF\��WKH�ULVN�RI�GHOD\HG�SD\PHQW��RU�WKH�ULVN�RI�D�SURMHFW�IDLOXUH��
/HQGHUV�FDQ�WKHUHIRUH�SURYLGH�ORDQV�ZLWKRXW�WDNLQJ�LQWR�DFFRXQW�WKHVH�ULVNV���)RU
ERUURZHUV��WKH�JXDUDQWHHV�VHFXUH�ILQDQFH�ZKLFK�ZRXOG�QRW�KDYH�EHHQ�SRVVLEOH
RWKHUZLVH��RU�ZKLFK�WKH\�ZRXOG�KDYH�UHFHLYHG�XQGHU�OHVV�IDYRXUDEOH�FRQGLWLRQV�
)XUWKHUPRUH��JXDUDQWRUV�FDQ�GHIUD\�SRWHQWLDO�ORVVHV�LI�WKH\�DVN�IRU�D�ULVN�
DGMXVWHG�JXDUDQWHH�IHH��DOVR�FDOOHG�WKH�JXDUDQWHH�SUHPLXP�RU�ULVN�SUHPLXP���DV
LQ�WKH�FDVH�RI�JXDUDQWHHV�RIIHUHG�E\�FRPPHUFLDO�EDQNV���/RDQ�JXDUDQWHHV
SURYLGHG�E\�SXEOLF�LQVWLWXWLRQV�DUH�QRUPDOO\�FKDUDFWHULVHG�E\�YHU\�ORZ�RU�QR
JXDUDQWHH�IHHV���$V�DQ\�ORVVHV�KDYH�WR�EH�FRYHUHG�E\�WKH�SXEOLF�EXGJHW�
VXEVLGLVHG�ORDQ�JXDUDQWHHV�FDQ�EH�FRQVLGHUHG�D�IRUP�RI�6WDWH�$LG���6XFK�SXEOLF
ORDQ�JXDUDQWHH�VFKHPHV�DUH�IUHTXHQWO\�XVHG�WR�KHOS�FRPSDQLHV�±�SULPDULO\�60(V
ZLWK�D�ORZ�GHJUHH�RI�FUHGLWZRUWKLQHVV��RIWHQ�WKURXJK�QR�IDXOW�RI�WKHLU�RZQ��±�WR
JDLQ�DFFHVV�WR�ORQJ�WHUP�ORDQV���/RDQ�JXDUDQWHHV�FDQ�WKXV�EH�XVHG�DV�DQ
LQVWUXPHQW�WR�IDFLOLWDWH�WKH�ORDQ�ILQDQFLQJ�RI�5	'�LQWHQVLYH�FRPSDQLHV��VLQFH
WKHVH�DUH�RIWHQ�FRQVLGHUHG�WR�SUHVHQW�D�KLJK�RU�SRRUO\�XQGHUVWRRG�FUHGLW�ULVN�
([KLELW�����VKRZV�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�SDUWLHV�LQYROYHG�
/RDQ�JXDUDQWHH�SURJUDPPHV�JHQHUDOO\�LQFOXGH�FULWHULD�GHILQLQJ�WKH�HOLJLELOLW\�RI
GLIIHUHQW�W\SHV�RI�ILUP���+RUL]RQWDO�ORDQ�JXDUDQWHH�SURJUDPPHV�KDYH�EURDG
WDUJHW�DXGLHQFHV��H�J��PRVW�60(V��RU�60(V�LQYROYHG�LQ�PDQXIDFWXULQJ���([KLELW
����JLYHV�VRPH�H[DPSOHV�RI�PDMRU�ORDQ�JXDUDQWHH�SURJUDPPHV��WRJHWKHU�ZLWK
HVWLPDWHV�RI�WKH�SURSRUWLRQ�RI�DOO�EDQN�ORDQV�WR�60(V�FRYHUHG�E\�ORDQ
JXDUDQWHHV���7DUJHWHG�ORDQ�JXDUDQWHH�SURJUDPPHV��LQ�FRQWUDVW��IRFXV�RQ
VPDOOHU�FDWHJRULHV�RI�FRPSDQLHV��VXFK�DV�VWDUW�XSV�RU�LQQRYDWLQJ�FRPSDQLHV�
([KLELW������SURYLGHV�H[DPSOHV�RI�WKLV�W\SH�RI�SURJUDPPH�
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��([KLELW�����/RDQ�*XDUDQWHHV

([KLELW�������+RUL]RQWDO�/RDQ�*XDUDQWHH�3URJUDPPHV

&RXQWU\ 0DMRU�/RDQ�*XDUDQWHH�3URJUDPPHV /RDQ�JXDUDQWHHV¿ � B �iÀÁ�Ch @ ����Â]� ����� B#$�i
8Ã]Ä B'Å � �E#)HÇÆ�È�È8É BjÊ
$XVWULD 6PDOO�%XVLQHVV�&UHGLW�3URJUDPPH ��
%HOJLXP )RQGV�GH�3DUWLFLSDWLRQ

%UXVVHOV�*XDUDQWHH�)XQG ��
&DQDGD &6%)$ Q�D�
&]HFK�5HSXEOLF =DUXND��VXEVLGLVHG�60(�*XDUDQWHHV� Q�D�
'HQPDUN 6PDOO�(QWHUSULVH�)L[HG�$VVHW�*XDUDQWHHG�/RDQV ��
)LQODQG )LQQYHUD ��
)UDQFH &UHDWLRQ��VWDUW�XS��*XDUDQWHHV

60(�&DSLWDO�*XDUDQWHHV ���
*HUPDQ\ *HUPDQ�&UHGLW�*XDUDQWHH�$VVRFLDWLRQ ���
,UHODQG ��
,WDO\ 0HGLRFUHGLWR�&HQWUDOH��0&&���1DWLRQDO�&RXQWHU�

*XDUDQWHH�3URJUDPPH Q�D�
1HWKHUODQGV 0.%�.UHGLHWHQ ��
3RUWXJDO 63*0 Q�D�
6SDLQ *DUDQWtD�5HFtSURFD Q�D�
6ZHGHQ $OPL�)|UHWDJVSDUWQHU ����
8. 6PDOO�)LUPV�/RDQ�*XDUDQWHH�6FKHPH 8QGHU���
86 6PDOO�%XVLQHVV�$GPLQLVWUDWLRQ���D��3URJUDPPH ��

1RWH��0DQ\�FRXQWULHV�KDYH�PRUH�ORDQ�JXDUDQWHH�SURJUDPPHV�WKDQ�OLVWHG�
6RXUFHV��*UDFH\��������DQG�%DQQRFN��������

&RPSDQ\�UHFHLYLQJ
WKH�*XDUDQWHH

*XDUDQWHH�3URYLGHU%DQN

*XDUDQWHH
)HH/RDQ

/RDQ
*XDUDQWHH
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([KLELW��������,QQRYDWLRQ�/RDQ�*XDUDQWHH�3URJUDPPHV
&RXQWU\ 6FKHPH ,PSRUWDQW�)HDWXUHV
$XVWULD 7HFKQRORJ\�)LQDQFLQJ

3URJUDPPH
&RPELQHV������JXDUDQWHH�RQ�ORDQ�ZLWK�DQ
HTXLW\�JXDUDQWHH

*HUPDQ\ (53�,QQRYDWLRQ
3URJUDPPH�±�/RDQ
9DULDQW

&RPELQHV�UHILQDQFLQJ���JXDUDQWHH
�UHSD\PHQW�IRUJLYHQHVV�LQ�FDVH�RI�GHIDXOW�

'HQPDUN 5	'�3URMHFW�/RDQ
*XDUDQWHHV

3RVW�GHIDXOW�GHEW�UHGXFWLRQ�IDFLOLW\���WUDQVIHU
RI�,35�WR�9DHNVWIRQGHQ��'DQLVK
'HYHORSPHQW�)XQG�

)LQODQG *URZWK�DQG
(PSOR\PHQW�*XDUDQWHH
6FKHPH

7DUJHWHG�DW�LQQRYDWLYH�60(V

(TXLW\�*XDUDQWHHV�IRU�6SHFLILF�,QYHVWPHQWV
(TXLW\�JXDUDQWHHV�FRYHU�VRPH�RI�WKH�ULVNV�RI�IDLOXUH��ORVV�ULVNV��DVVRFLDWHG�ZLWK
HTXLW\�LQYHVWPHQWV���7KH\�KDYH�EHHQ�GHYHORSHG�LQ�VRPH�(XURSHDQ�FRXQWULHV�LQ
UHFHQW�\HDUV�WR�VXSSRUW�WKH�HTXLW\�ILQDQFLQJ�RI�VPDOO��\RXQJ�DQG�QHZ�WHFKQRORJ\�
EDVHG�ILUPV��17%)V��E\�9HQWXUH�&DSLWDO��9&��IXQGV���7KH\�HQFRXUDJH�LQYHVWPHQW
E\�SURWHFWLQJ�WKH�LQYHVWHG�HTXLW\�FDSLWDO�DJDLQVW�VRPH�RI�WKH�KLJK�ULVNV
DVVRFLDWHG�ZLWK�ILQDQFLQJ�17%)V���$V�WKH\�QRUPDOO\�FRYHU�RQO\�D�SDUW�RI�WKH�ORVV
ULVN��WKH\�DUH�DOVR�FDOOHG�µORVV�VKDULQJ¶�JXDUDQWHHV���([KLELW������VKRZV�D�VLPSOH
HTXLW\�JXDUDQWHH�VFKHPH�LQ�ZKLFK�WKH�JXDUDQWHH�LV�SURYLGH�WR�WKH�9&�IXQG�LQ
UHWXUQ�IRU�D�JXDUDQWHH�IHH���*XDUDQWHHV�FRYHU�LQGLYLGXDO�LQYHVWPHQWV�DQG�DUH
W\SLFDOO\�DSSOLHG�IRU�RQ�D�FDVH�E\�FDVH�EDVLV�

([KLELW��������(TXLW\�*XDUDQWHH�6FKHPH�±�,QGLYLGXDO�,QYHVWPHQW
9DULDQW

(TXLW\�*XDUDQWHHV�±�3RUWIROLR�$SSURDFK��µ&DSLWDO�*XDUDQWHHV¶�
$QRWKHU�W\SH�RI�HTXLW\�JXDUDQWHH�SURWHFWV�WKH�FDSLWDO�RI�ILQDQFLDO�LQYHVWRUV�LQ�9&
IXQGV���,Q�WKH�$XVWULDQ�&DSLWDO�*XDUDQWHHV�VFKHPH��IRU�H[DPSOH��LQYHVWRUV�LQ�9&
IXQGV�DUH�RIIHUHG�JXDUDQWHHV�WR�HQFRXUDJH�WKHP�WR�LQYHVW�LQ�VXFK�IXQGV���,Q

&RPSDQLHV

*XDUDQWHH
)HH

(TXLW\
*XDUDQWHH

*XDUDQWHH�3URYLGHU3ULYDWH�(TXLW\�
9HQWXUH�&DSLWDO

,QYHVWRUV

,QYHVWPHQWV

,QYHVWPHQWV
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PRUH�WHFKQLFDO�WHUPV��WKH�LQYHVWRU�FDQ�EX\�SURWHFWLRQ�DJDLQVW�ORVVHV��µGRZQVLGH
SURWHFWLRQ¶��E\�SD\LQJ�D�ULVN�DGMXVWHG�JXDUDQWHH�IHH��VHH�([KLELW�������

([KLELW��������(TXLW\�*XDUDQWHH�6FKHPH�±�3RUWIROLR�9DULDQW

,Q�WKLV�LQVWDQFH��WKH�JXDUDQWHH�LV�VWUXFWXUHG�DV�D�3XW�2SWLRQ���7KLV�JLYHV
SXUFKDVHUV�WKH�ULJKW�WR�VHOO�DQ�XQGHUO\LQJ�DVVHW�DW�D�VSHFLILHG�SULFH�DIWHU�D�JLYHQ
SHULRG�RI�WLPH���,Q�WKLV�FDVH��WKH�3XW�2SWLRQ�JLYHV�LQYHVWRUV�WKH�ULJKW�WR�VHOO�WKHLU
VKDUHV�WR�WKH�JXDUDQWRU�DIWHU�WKH�LQYHVWPHQW�F\FOH�RI�WKH�9&�IXQGV��QRUPDOO\���WR
���\HDUV����7KLV�W\SH�RI�HTXLW\�JXDUDQWHH��ZKLFK�DSSOLHV�WR�SRUWIROLRV�UDWKHU�WKDQ
WR�LQGLYLGXDO�HTXLW\�LQYHVWPHQWV��VXSSRUWV�WKH�IXQG�UDLVLQJ�HIIRUWV�RI�9&�IXQGV
DQG�HQKDQFHV�WKH�DYDLODELOLW\�RI�ULVN�FDSLWDO�RQ�FDSLWDO�PDUNHWV��VHH�([KLELW�����
IRU�VRPH�RI�WKH�GHVLJQ�IHDWXUHV�RI�PDMRU�(TXLW\�*XDUDQWHH�3URJUDPPHV��

([KLELW��������'HVLJQ�)HDWXUHV�RI�0DMRU�(TXLW\�*XDUDQWHH
3URJUDPPHV

 'HVLJQ�)HDWXUHV
 3URJUDPPH

1DPH
/HYHO�RI

*XDUDQWHH
2ZQ

7HFKQRORJ\
$VVHVVPHQW

3URYLVLRQ�RI
&R�)LQDQFLQJ

3UHPLXP
&KDUJHG

62)$5,6
7HFKQRORJ\
'HYHORSPHQW
)XQG

3RUWIROLR 1R 1R
�����RI
JXDUDQWHHG
DPRXQW�SHU�\HDU

)**�&DSLWDO
*XDUDQWHHV
6FKHPH

3RUWIROLR <HV 1R
'HWHUPLQHG�RQ
D�FDVH�E\�FDVH
EDVLV

%78�±�WEJ�9DULDQW
�XQWLO�-DQXDU\
�����

,QGLYLGXDO
,QYHVWPHQW <HV <HV

'HWHUPLQHG�RQ
D�FDVH�E\�FDVH
EDVLV

%78�±�.I:
9DULDQW

,QGLYLGXDO
,QYHVWPHQW

,Q�VRPH
FDVHV <HV

'HWHUPLQHG�RQ
D�FDVH�E\�FDVH
EDVLV

&RPSDQLHV

*XDUDQWHH
)HH

3XW�2SWLRQ

*XDUDQWHH�3URYLGHU3ULYDWH�(TXLW\�
9HQWXUH�&DSLWDO

,QYHVWRUV

,QYHVWPHQWV

,QYHVWPHQWV
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&RXQWHU�JXDUDQWHHV
&RXQWHU�JXDUDQWHHV�DUH�ILQDQFLDO�LQVWUXPHQWV�WKDW�DOORZ�JXDUDQWHH�SURYLGHUV�WR
VKDUH�ULVNV���7KH�SURYLGHU�RI�WKH�FRXQWHU�JXDUDQWHH�DFFHSWV�D�VSHFLILHG
SURSRUWLRQ�RI�WKH�ULVN�IURP�WKH�JXDUDQWHH�RULJLQDWRU��W\SLFDOO\�UHFHLYLQJ�D�SRUWLRQ
RI�WKH�JXDUDQWHH�IHH�LQ�UHWXUQ���7KH�(XURSHDQ�,QYHVWPHQW�)XQG��(,)��LV�D�PDMRU
SURYLGHU�RI�FRXQWHU�JXDUDQWHHV�WR�QDWLRQDO�DQG�UHJLRQDO�JXDUDQWHH�SURJUDPPHV
WKURXJK�WKH�&RPPLVVLRQ
V�0XOWL�DQQXDO�3URJUDPPH��0$3��WR�VXSSRUW�60(V���$
QXPEHU�RI�0HPEHU�6WDWHV�DOVR�KDYH�FRXQWHU�JXDUDQWHH�VFKHPHV�IRU�ORFDO�DQG
UHJLRQDO�JXDUDQWHH�SURJUDPPHV���&RXQWHU�JXDUDQWHHV�DOORZ�JXDUDQWHH�DJHQFLHV
WR�SRRO�WKHLU�VWUHQJWKV��WKH�JXDUDQWHH�RULJLQDWRU�RIWHQ�KDV�EHWWHU�NQRZOHGJH�RI
ORFDO�FRQGLWLRQV��ZKLOH�WKH�FRXQWHU�JXDUDQWHH�DJHQF\�RIWHQ�KDV�PRUH�ILQDQFLDO
UHVRXUFHV�

7KH�,PSRUWDQFH�RI�*XDUDQWHHV�IRU�5	'�3URMHFWV

$V�WKH�H[LVWHQFH�RI�KLJK�ULVNV�LV�RQH�RI�WKH�PDLQ�UHDVRQV�IRU�LQVXIILFLHQW
LQYHVWPHQW�LQ�5	'��JXDUDQWHHV�FDQ�GLUHFWO\�DIIHFW�RQH�RI�WKH�PRVW�LPSRUWDQW
SDUDPHWHUV�IRU�GHFLVLRQ�PDNLQJ�DW�WKH�FRPSDQ\�OHYHO���7KH�SULPDU\�MXVWLILFDWLRQ
IRU�WKH�SXEOLF�VHFWRU�WR�SURYLGH�JXDUDQWHHV�LV�PDUNHW�IDLOXUH�LQ�WKH�IRUP�RI�ODFN�RI
DYDLODELOLW\�RI�ILQDQFH�IRU�5	'�SURMHFWV�ZLWK�IDYRXUDEOH�ULVN�UHZDUG�SURILOHV��ZKLFK
OHDGV�WR�VRFLDOO\�VXE�RSWLPDO�RXWFRPHV���*XDUDQWHHV�FDQ�KHOS�DGGUHVV�WKLV
SUREOHP�E\�DOWHULQJ�WKH�EHKDYLRXU�RI�RYHUO\�ULVN�DYHUVH�LQYHVWRUV�RU�E\
VXEVLGLVLQJ�WKH�FRVWV�RI�WKH�HVWDEOLVKPHQW�RI�LQYHVWRUV�VSHFLDOLVHG�LQ�5	'�ILQDQFH�
*XDUDQWHHV�KDYH�D�QXPEHU�RI�VSHFLILF�IHDWXUHV�WKDW�GLVWLQJXLVK�WKHP�IURP�RWKHU
SXEOLF�VXSSRUW�PHFKDQLVPV�IRU�5	'���7KH�ILUVW�RI�WKHVH�LV�WKHLU�ULVN�FRYHULQJ
QDWXUH��ZKLFK�FDQ�EH�XVHG�VSHFLILFDOO\�WR�GLPLQLVK�RU�HYHQ�FRPSOHWHO\�UHPRYH
5	'�UHODWHG�ULVNV�IRU�LQYHVWRUV���,Q�FRQWUDVW��RWKHU�ILQDQFLDO�VXSSRUW�LQVWUXPHQWV�
VXFK�DV�QRQ�UHSD\DEOH�IXQGV��JUDQWV��RU�ORDQV�ZLWK�ORZ�LQWHUHVW�UDWHV��DUH
W\SLFDOO\�GHVLJQHG�WR�UHGXFH�WKH�FRVWV�DQG�UDLVH�WKH�UHWXUQ�RQ�VXFK�SURMHFWV�
,Q�SULQFLSOH��JXDUDQWHHV�KDYH�PDQ\�SRWHQWLDO�DGYDQWDJHV�DV�LQVWUXPHQWV�WR
SURPRWH�5	'�LQYHVWPHQW�

• *XDUDQWHHV�KDYH�D�KLJKHU�SRWHQWLDO�OHYHUDJH�HIIHFW�WKDQ�PDQ\�RWKHU
ILQDQFLDO�LQVWUXPHQWV��UHVXOWLQJ�LQ�D�ORZHU�EXUGHQ�RQ�SXEOLF�H[SHQGLWXUH
IRU�WKH�VDPH�RXWFRPH��LI�UHDOLVHG���7KH�OHYHUDJH�HIIHFWV�GHSHQG�RQ�WKH
GHIDXOW�UDWHV�RI�WKH�JXDUDQWHHG�FRPSDQLHV�SURMHFWV�DQG�RQ�WKH�ORVV
FRYHUDJH�UDWH�RI�WKH�JXDUDQWHH�IHHV���)RU�KRUL]RQWDO�ORDQ�JXDUDQWHH
VFKHPHV�IRU�60(V��UDWLRV�RI�SXEOLF�H[SHQGLWXUH�WR�PRELOLVHG�ORDQ�FDSLWDO
RI�EHWZHHQ������DQG������DUH�W\SLFDO���6LQFH�RWKHU�QRQ�JXDUDQWHHG�IXQGV
DUH�QHHGHG�WR�ILQDQFH�SURMHFWV�LQ�DGGLWLRQ�WR�WKH�JXDUDQWHHG�ORDQV��WKH
UDWLRV�RI�SXEOLF�H[SHQGLWXUH�WR�LQYHVWPHQW�FDQ�EH�HYHQ�KLJKHU���,Q�WKH
OLPLWLQJ�FDVH�RI�QRQ�VXEVLGLVHG�VFKHPHV��QR�DGGLWLRQDO�EXUGHQ�UHVXOWV�

• 7KLV�KLJKHU�OHYHUDJH�HIIHFW�FDQ�EH�H[SODLQHG�E\�WKH�GLUHFW�LQIOXHQFH�RQ
WKH�ULVN�SURILOH�RI�5	'�SURMHFWV��E\�WKH�DEVHQFH�RI�PDUJLQDO�ILQDQFLQJ
FRVW�IRU�SXEOLF�IXQGV�DV�ORQJ�DV�WKH�JXDUDQWHHV�DUH�QRW�FDOOHG��E\�WKH
SRVVLELOLW\�RI�GHVLJQLQJ�JXDUDQWHHV�LQ�DQ�LQFHQWLYH�UHODWHG�ZD\��DQG�E\
WKH�SRVVLELOLW\�RI�FKDUJLQJ�JXDUDQWHH�IHHV�

• $OWKRXJK�PDQ\�JXDUDQWHH�SURJUDPPHV�DUH�µKRUL]RQWDO¶��WKH\�FDQ�DOVR�EH
GLUHFWHG�DW�VSHFLILF�WDUJHWV�E\�GHILQLQJ�QDUURZHU�HOLJLELOLW\�FULWHULD�

• *XDUDQWHHV�FDQ�IRVWHU�µSXEOLF�SULYDWH¶�SDUWQHUVKLSV�E\�VWUXFWXULQJ�WKH
VKDULQJ�RI�ULVN�EHWZHHQ�LQYHVWRUV�DQG�SXEOLF�JXDUDQWHH�DJHQFLHV�

• *XDUDQWHHV�FDQ�KHOS�RYHUFRPH�VRPH�RI�WKH�UHJXODWRU\�FRQVWUDLQWV�RQ
LQYHVWRUV�WKDW�FRQVWUDLQ�WKH�IORZ�RI�ILQDQFH�WR�5	'���)RU�H[DPSOH��VRPH
SHQVLRQ�IXQGV�DQG�LQVXUDQFH�FRPSDQLHV�DUH�FXUUHQWO\�SURKLELWHG�IURP
LQYHVWLQJ�LQ�YHQWXUH�FDSLWDO�IXQGV�LQ�WKH�DEVHQFH�RI�JXDUDQWHHV��ZKHUHDV
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WKH\�ZRXOG�EH�DOORZHG�WR�LQYHVW�LQ�WKHP�LI�WKH�JXDUDQWHHV�ZHUH�LQ�SODFH�
*XDUDQWHHV�FDQ�DOVR�PLWLJDWH�VRPH�RI�WKH�SRWHQWLDOO\�QHJDWLYH�HIIHFWV�RI
WKH�µ%DVHO�,,¶�UHJXODWLRQV�RQ�EDQN�FDSLWDO���7KHVH�UHJXODWLRQV��SURSRVHG
E\�EDQN�UHJXODWRU\�DJHQFLHV�XQGHU�WKH�DXVSLFHV�RI�WKH�%DQN�IRU
,QWHUQDWLRQDO�6HWWOHPHQWV��PD\�PDNH�LW�PRUH�GLIILFXOW�IRU�60(V�WR�JHW
EDQN�ORDQV�ZLWKRXW�D�JXDUDQWHH�

• *XDUDQWHH�IHHV�RIIHU�D�ZD\�DURXQG�VRPH�RI�WKH�DGGLWLRQDOLW\�SUREOHPV
DVVRFLDWHG�ZLWK�SXEOLF�VXEVLGLHV��VR�FDOOHG�µGHDGZHLJKW�ORVVHV¶����:KHUHDV
JUDQWV�RU�ORDQV�ZLWK�VRIW�FRQGLWLRQV�FDQ�DWWUDFW�5	'�SHUIRUPHUV�ZKR
ZRXOG�KDYH�XQGHUWDNHQ�SURMHFWV�HYHQ�LQ�WKH�DEVHQFH�RI�VXSSRUW��WKH
REOLJDWLRQ�WR�SD\�D�IHH�KHOSV�GHWHU�DSSOLFDWLRQV�IRU�JXDUDQWHHV�XQOHVV
WKH\�DUH�UHDOO\�QHHGHG�WR�ILQDQFH�SURMHFWV���7KHUH�LV�LQ�IDFW�VRPH
HYLGHQFH�WKDW�JXDUDQWHHV��DORQJ�ZLWK�RWKHU�µVHOI�VHOHFWLQJ�PHFKDQLVPV¶
VXFK�DV�UR\DOW\�VKDULQJ�JUDQWV��DUH�PRUH�HIIHFWLYH�DW�UHGXFLQJ
µGHDGZHLJKW¶�WKDQ�JHQHUDO�PHDVXUHV�VXFK�DV�WD[�FUHGLWV��)|OVWHU��������
7KHLU�HIIHFWLYHQHVV��KRZHYHU��LV�OLNHO\�WR�EH�PD[LPLVHG�LI�WKH\�DUH
HPSOR\HG�LQ�FRQMXQFWLRQ�ZLWK�PHDVXUHV�VXFK�DV�WKRVH�SURSRVHG�LQ
6HFWLRQ�����RI�WKLV�UHSRUW��ZKLFK�DLP�WR�LPSURYH�WKH�HQYLURQPHQW�IRU
HDUO\�VWDJH�YHQWXUH�FDSLWDO��SDUWLFXODUO\�VHHG�FDSLWDO�

$W�WKH�VDPH�WLPH��JXDUDQWHHV�KDYH�D�QXPEHU�RI�SRWHQWLDO�GUDZEDFNV���7KLV
PHDQV�WKDW�JXDUDQWHH�SURJUDPPHV�PXVW�EH�FDUHIXOO\�GHVLJQHG�DQG�LPSOHPHQWHG
LQ�RUGHU�WR�PLQLPLVH�WKHVH�SUREOHPV���3RWHQWLDO�GUDZEDFNV�LQFOXGH�

• $GYHUVH�SXEOLFLW\��IRU�DOWKRXJK�SRWHQWLDO�OHYHUDJH�LV�KLJK��LVRODWHG�IDLOXUHV
DQG�WKH�SUHPDWXUH�FDOOLQJ�RI�JXDUDQWHHV�±�ZKLFK�FDQ�KDSSHQ�LQ
GRZQWXUQV�±�FDQ�DWWUDFW�DGYHUVH�FRPPHQW�DQG�DFFXVDWLRQV�RI�PLVXVH�RI
SXEOLF�IXQGV�

• 7KH�GLIILFXOW\�RI�HVWLPDWLQJ�WKH�XOWLPDWH�FRVWV�RI�JXDUDQWHH�SURJUDPPHV
WR�SXEOLF�EXGJHWV���2QH�PHFKDQLVP�IRU�OLPLWLQJ�FRVWV��KRZHYHU��LV�WR
SODFH�D�FDS�RQ�WKH�PD[LPXP�SRWHQWLDO�OLDELOLW\�RI�VFKHPHV�

• 0RUDO�KD]DUG�RQ�WKH�SDUW�RI�LQYHVWRUV�DQG�RU�ILUPV��ZLWK�ERWK�WDNLQJ
DGYDQWDJH�RI�WKH�UHGXFWLRQ�RI�ULVN�RIIHUHG�E\�JXDUDQWHHV�WR�XQGHUWDNH
5	'�LQYHVWPHQW�VWUDWHJLHV�ZLWK�HYHQ�KLJKHU�ULVN�UHZDUG�UDWLRV���2QH�ZD\
RI�GHDOLQJ�ZLWK�WKLV�SUREOHP�LV�WR�OLPLW�WKH�JXDUDQWHHV�WR�OHVV�WKDQ�����
RI�WKH�WRWDO�LQYHVWPHQW��H�J������RU��������,Q�WKLV�ZD\�LQYHVWRUV�VWLOO
KDYH�µPRQH\�DW�ULVN¶�DQG�DQ�LQFHQWLYH�WR�VHOHFW�DQG�PRQLWRU�WKHLU
LQYHVWPHQWV�FDUHIXOO\�

• 7KH�FRVWOLQHVV�RI�ULVN�DVVHVVPHQW��SDUWLFXODUO\�IRU�WHFKQRORJ\�UHODWHG
LQYHVWPHQWV���6RPH�JXDUDQWHH�DJHQFLHV�KDYH�LQWURGXFHG�VWDQGDUGLVHG
UDWLQJ�RU�FUHGLW�VFRULQJ�V\VWHPV�EDVHG�RQ�D�OLPLWHG�QXPEHU�RI�YDULDEOHV
WR�KHOS�VSHHG�XS�DQG�UHGXFH�WKH�FRVW�RI�ULVN�DVVHVVPHQW�

• 3DUWLFXODUO\�IRU�VPDOOHU�JXDUDQWHH�VFKHPHV��ZKLFK�GHVLJQ�JXDUDQWHHV�RQ
D�FDVH�E\�FDVH�EDVLV�IRU�VSHFLDOLVHG�SXUSRVHV��WKHUH�LV�FRQVLGHUDEOH
FRPSOH[LW\�LQYROYHG�LQ�VWUXFWXULQJ�DFFHSWDEOH�GHDOV�DQG�PDQ\�GLIILFXOWLHV
DVVRFLDWHG�ZLWK�PRQLWRULQJ�WKHLU�SURJUHVV���)XUWKHUPRUH��WKHUH�DUH
OHJLWLPDWH�FRQFHUQV�DERXW�WKH�WUDQVSDUHQF\�RI�FRPSOH[�JXDUDQWHH
VWUXFWXUHV�

• 7KH�SRWHQWLDO�IRU�PDUNHW�GLVWRUWLRQ�LV�HYHU�SUHVHQW�XQOHVV�JUHDW�FDUH�LV
WDNHQ�LQ�WKH�GHVLJQ�RI�SURJUDPPHV�

• $OWKRXJK�JXDUDQWHHV�FDQ�UHGXFH�GHDGZHLJKW��WKH\�DUH�JHQHUDOO\�PRUH
H[SHQVLYH�WR�DGPLQLVWHU�WKDQ�VFKHPHV�VXFK�DV�WD[�FUHGLWV�

7DUJHW�$XGLHQFHV

:KHQ�DGGUHVVLQJ�WKH�LVVXH�RI�WDUJHW�DXGLHQFHV��LW�LV�XVHIXO�WR�GLVWLQJXLVK�EHWZHHQ
GLIIHUHQW�FDWHJRULHV�RI�ILUP�DORQJ�WZR�GLPHQVLRQV��WKH�VL]H�DJH�RI�WKH�ILUP��DQG
WKH�UHVHDUFK�LQWHQVLW\�LQQRYDWLRQ�SRWHQWLDO�RI�WKH�ILUP��VHH�([KLELW�������
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([KLELW��������7\SRORJ\�RI�7DUJHW�$XGLHQFHV

5HVHDUFK�,QWHQVLW\�,QQRYDWLRQ�3RWHQWLDO

5	'�LQWHQVLYH ,QQRYDWLYH 3RWHQWLDOO\
,QQRYDWLYH

6HHG�6WDUW�XS�
2WKHU�(DUO\
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���
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���
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XSV

���
/RZ�WHFK�6WDUW�

XSV
(VWDEOLVKHG

60(V
���

+LJK�WHFK
60(V

���
,QQRYDWLYH�60(V

���
/RZ�WHFK�60(V

6L]H�$JH
RI�)LUP

/DUJH�)LUPV
���

+LJK�WHFK
/DUJH�)LUPV

���
,QQRYDWLYH�/DUJH

)LUPV
���

/RZ�WHFK�/DUJH
)LUPV

,Q�WHUPV�RI�WKH�VL]H�DJH�RI�ILUP��VHHG�VWDUW�XS�SURMHFWV�DUH�FRQVLGHUHG�WKH�PRVW
ULVN\�IURP�DQ�LQYHVWPHQW�SRLQW�RI�YLHZ���7KHVH�W\SHV�RI�ILUP�IUHTXHQWO\�ODFN
DGHTXDWH�LQWHUQDO�ILQDQFLDO�FDSLWDO�DQG�H[SHULHQFHG�PDQDJHPHQW���9DULRXV
VWXGLHV�LQ�GLIIHUHQW�FRXQWULHV�KDYH�HVWLPDWHG�WKH�µPRUWDOLW\�UDWH¶�RI�VWDUW�XSV�WR�OLH
EHWZHHQ����±�����LQ�WKH�ILUVW�IHZ�\HDUV�RI�H[LVWHQFH��'HXWVFK����������([WHUQDO
LQYHVWRUV�DOVR�KDYH�GLIILFXOWLHV�HVWLPDWLQJ�ULVNV�DQG�VHOHFWLQJ�SURPLVLQJ
LQYHVWPHQWV��LQ�ODUJH�SDUW�GXH�WR�WKH�ODFN�RI�DQ\�ILQDQFLDO�WUDFN�UHFRUGV�IRU�WKH
ILUPV�XSRQ�ZKLFK�LQYHVWPHQW�GHFLVLRQV�FDQ�EH�PDGH�
7KH�ULVNV�RI�LQYHVWLQJ�LQ�HVWDEOLVKHG�60(V�DQG�ODUJH�ILUPV�DUH�PXFK�ORZHU�GXH�WR
WKH�ORZHU�PRUWDOLW\�UDWH�RI�ILUPV�LQ�WKHVH�FDWHJRULHV���,QYHVWRUV�DOVR�IHHO�WKDW�LW�LV
HDVLHU�WR�DVVHVV�LQYHVWPHQW�ULVNV�IRU�WKHVH�W\SHV�RI�ILUP���%DQNV�LQ�SDUWLFXODU�ORRN
DW�WKH�WUDFN�UHFRUGV�RI�ILUPV��H�J��SURILWDELOLW\��VDOHV�JURZWK��HWF���DQG�WUHDW
WDQJLEOH�DVVHWV��H�J��UHDO�HVWDWH��SODQW�DQG�HTXLSPHQW��HWF���DV�VHFXULW\�IRU�ORDQV�
ZKLFK�WKH\�FDQ�VHL]H�DQG�VHOO�WR�FRYHU�SDUW�RI�WKHLU�ORVVHV�LQ�FDVH�RI�GHIDXOW�RQ
WKH�ORDQV���:LWK�WKH�KHOS�RI�WKHVH�PHFKDQLVPV��EDQNV�LQ�FRXQWULHV�VXFK�DV
*HUPDQ\�DQG�,WDO\�H[SHULHQFH�GHIDXOW�UDWHV�DV�ORZ�DV���±���SHUFHQWDJH�SRLQWV�IRU
WKHVH�W\SHV�RI�ILUP�
$ORQJ�WKH�UHVHDUFK�LQWHQVLW\�LQQRYDWLRQ�SRWHQWLDO�GLPHQVLRQ�RI�([KLELW�������5	'
LQWHQVLYH�ILUPV�DQG�SURMHFWV�DUH�WKH�PRVW�GLIILFXOW�IRU�H[WHUQDO�LQYHVWRUV�WR
HYDOXDWH��VLQFH�PDQ\�LQYHVWRUV�ODFN�WKH�VSHFLDOLVHG�WHFKQLFDO�NQRZ�KRZ�WR�PDNH
WKHVH�MXGJHPHQWV�DQG�WR�HVWLPDWH�WKH�SRWHQWLDO�UHWXUQV�IURP�5	'�SURMHFWV���)RU
WKLV�UHDVRQ��LQYHVWRUV�VXFK�DV�EDQNV�WHQG�WR�DYRLG�OHQGLQJ�WR�WKLV�W\SH�RI�ILUP�
,QWHUHVWLQJO\��VRPH�VWXGLHV�VXJJHVW�WKDW�WHFKQRORJ\�VWDUW�XSV�PD\�QRW�LQ�IDFW�EH
PRUH�ULVN\�WKDQ�ORZ�WHFK�VWDUW�XSV��GHVSLWH�WKH�ZLGHVSUHDG�EHOLHI�WR�WKH�FRQWUDU\
�6WRUH\�DQG�7HWKHU��������
7KH�ULVNV�DVVRFLDWHG�ZLWK�ILUPV�LQ�FDWHJRULHV�����DQG������17%)V�DQG�LQQRYDWLYH
VWDUW�XSV�UHVSHFWLYHO\��DUH�WKXV�FRQVLGHUHG�KLJK�RQ�WZR�FRXQWV��ILUVW�EHFDXVH�RI
WKHLU�VL]H�DQG�IOHGJOLQJ�VWDWXV��DQG�VHFRQG�EHFDXVH�RI�WKHLU�KLJK�5	'�LQWHQVLW\�
)LUPV�LQ�FDWHJRULHV�����DQG������+LJK�WHFK�60(V�DQG�LQQRYDWLYH�60(V
UHVSHFWLYHO\��DOVR�IDFH�GLIILFXOWLHV�REWDLQLQJ�H[WHUQDO�ILQDQFH�GXH�WR�WKH�DYHUVLRQ
RI�PDQ\�LQYHVWRUV�WR�ILUPV�KHDYLO\�LQYROYHG�LQ�KLJK�ULVN�5	'�DFWLYLWLHV�
7KH�W\SRORJ\�RI�ILUPV�SUHVHQWHG�DERYH�LV�XVHIXO�ZKHQ�VSHFLI\LQJ�DSSURSULDWH
WDUJHW�DXGLHQFHV�IRU�GLIIHUHQW�W\SHV�RI�JXDUDQWHH�PHFKDQLVPV��LQ�SDUWLFXODU
HTXLW\�YHUVXV�ORDQ�JXDUDQWHHV�



���

(TXLW\�*XDUDQWHHV
• 'XH�WR�WKH�KLJK�LQYHVWPHQW�ULVNV�DVVRFLDWHG�ZLWK�5	'�LQWHQVLYH�DQG

LQQRYDWLYH�VHHG�SURMHFWV�DQG�VWDUW�XSV��FDWHJRULHV���DQG�����HTXLW\
LQYHVWPHQWV�UDWKHU�WKDQ�EDQN�ORDQV�DUH�PRUH�DSSURSULDWH�IRUPV�RI
H[WHUQDO�LQYHVWPHQW���(TXLW\�JXDUDQWHHV�DUH�WKXV�WKH�DSSURSULDWH
PHFKDQLVP�WR�VWLPXODWH�LQFUHDVHV�LQ�5	'�DFWLYLW\�DPRQJVW�WKHVH�ILUPV�

• 'XH�WR�WKH�VSHFLILF�GHPDQGV�RI�WKLV�W\SH�RI�LQYHVWPHQW��HTXLW\
JXDUDQWHHV�VKRXOG�EH�DLPHG�DW�ILQDQFLDO�LQWHUPHGLDULHV�VSHFLDOLVLQJ�LQ�WKLV
NLQG�RI�LQYHVWPHQW��VXFK�DV�9&�ILUPV�DQG�EXVLQHVV�DQJHOV���5	'�LQWHQVLYH
ILUPV�DUH�WKXV�LQGLUHFW�EHQHILFLDULHV��VLQFH�WKH�GLUHFW�EHQHILFLDU\�RI�WKH
JXDUDQWHH�LV�WKH�ILQDQFLDO�LQWHUPHGLDU\�

• 7KH�EHQHILW�RI�WKLV�LQVWUXPHQW�LV�OLNHO\�WR�EH�JUHDWHVW�LQ�WKRVH�FRXQWULHV
DQG�UHJLRQV�ZKHUH�WKHUH�LV�QRW�\HW�DQ�HVWDEOLVKHG�YHQWXUH�FDSLWDO
LQGXVWU\���(TXLW\�JXDUDQWHHV�FDQ�FRQWULEXWH�WR�WKH�GHYHORSPHQW�RI�VXFK
DQ�LQGXVWU\�E\�KHOSLQJ�QHZ�9&�LQLWLDWLYHV�WR�UDLVH�IXQGV���)XUWKHUPRUH�
WKH\�FDQ�OLPLW�WKH�GRZQVLGH�ULVN�RI�LQGLYLGXDO�LQYHVWPHQWV�GXULQJ�WKH�ORQJ
SHULRG�RI�WLPH�LW�WDNHV�WR�GHYHORS�D�PDWXUH�9&�LQGXVWU\���7KLV
GHYHORSPHQW�FDQ�EH�TXLWH�FRVWO\��KRZHYHU��GXH�WR�WKH�QHHG�WR�GHYHORS�D
VXSSRUWLQJ�QHWZRUN�RI�WHFKQRORJ\��OHJDO�DQG�RWKHU�VSHFLDOLVWV��DQG�GXH�WR
WKH�H[WHQGHG�OHDUQLQJ�SHULRG�QHHGHG�IRU�9&�LQYHVWPHQW�PDQDJHUV�

/RDQ�*XDUDQWHHV
• /RDQ�JXDUDQWHHV�DUH�PRUH�DSSURSULDWH�ZKHQ�WKHUH�LV�D�QHHG�WR�VWLPXODWH

ILQDQFH�IRU�HVWDEOLVKHG�60(V�WR�FRQGXFW�5	'�SURMHFWV�ZLWK�D�OLPLWHG�ULVN
SURILOH��FDWHJRULHV���DQG������7KHVH�µDFWLYHO\�LQQRYDWLQJ¶�FRPSDQLHV
DFFRXQW�IRU�SHUKDSV�����RI�WKH�60(�SRSXODWLRQ�LQ�(XURSH���7KH
LQYHVWLQJ�ULVNV�KHUH�DUH�OHVV�WKDQ�WKRVH�LQYROYHG�LQ�17%)�DQG�LQQRYDWLYH
VWDUW�XS�ILQDQFH�IRU�WZR�UHDVRQV���)LUVW��WKH�HVWDEOLVKHG�60(�W\SLFDOO\�KDV
D�PXFK�VWURQJHU�ILQDQFLDO�EDVLV��VXFK�DV�D�KLJKHU�OHYHO�RI�HTXLW\�DQG
PRUH�FDVK�RQ�KDQG��DQG�WKXV�WKH�IDLOXUH�RI�D�SURMHFW�LV�OHVV�OLNHO\�WR
HQGDQJHU�WKH�VXUYLYDO�RI�WKH�ILUP�DV�D�ZKROH���6HFRQG��WKH�W\SHV�RI�5	'
SURMHFWV�XQGHUWDNHQ�E\�WKHVH�ILUPV��VXFK�DV�LQFUHPHQWDO�LPSURYHPHQWV�LQ
H[LVWLQJ��DQG�DOUHDG\�VXFFHVVIXO��SURGXFWV��DUH�IUHTXHQWO\�OHVV�ULVN\�WKDQ
WKRVH�RI�17%)V���)RU�WKHVH�UHDVRQV�LW�LV�PRUH�DSSURSULDWH�WR�XVH�EDQN
ORDQV�DV�H[WHUQDO�ILQDQFH�WKDQ�LW�LV�IRU�VWDUW�XSV�

• 7KH�LPSDFW�RI�ORDQ�JXDUDQWHHV�LV�OLNHO\�WR�EH�JUHDWHVW�LQ�FRXQWULHV�DQG
UHJLRQV�ZKHUH�EDQNV�DUH�KLJKO\�ULVN�DYHUVH��L�H��ZKHUH�WKH\�DUH�UHOXFWDQW
RU�XQZLOOLQJ�WR�OHQG�GXH�WR�ODFN�RI�VXIILFLHQW�FROODWHUDO�RU�WKH�QDWXUH�RI�WKH
LQYHVWPHQW�SURMHFW�

• 0RVW�ORDQ�JXDUDQWHH�SURJUDPPHV�DUH�µKRUL]RQWDO¶�LQ�WKH�VHQVH�WKDW�D
EURDG�VSHFWUXP�RI�60(V�LV�HOLJLEOH���7KH�W\SLFDO�SULPDU\�JRDO�RI�WKHVH
SURJUDPPHV�LV�MRE�FUHDWLRQ�RU�WKH�SURPRWLRQ�RI�QHZ�ILUPV���7KH�VSHFLILF
LPSDFW�RI�KRUL]RQWDO�SURJUDPPHV�RQ�5	'�VSHQGLQJ�LV�OLNHO\�WR�EH�YHU\
VPDOO��ZLWK�VLJQLILFDQWO\�OHVV�WKDQ�����RI�WKH�JXDUDQWHHG�DPRXQW�JRLQJ
LQWR�5	'�VSHQGLQJ���+RUL]RQWDO�ORDQ�JXDUDQWHH�SURJUDPPHV�DUH�WKXV�QRW
WKH�PRVW�HIILFLHQW�LQVWUXPHQWV�WR�SURPRWH�5	'�VSHQGLQJ�LQ�(XURSH�

• *XDUDQWHH�SURJUDPPHV��RU�ILQDQFLDO�SURJUDPPHV�ZLWK�D�JXDUDQWHH
FRPSRQHQW��WKDW�DUH�WDUJHWHG�VSHFLILFDOO\�DW�ORDQV�IRU�5	'�DQG
LQQRYDWLRQ�RFFXU�OHVV�IUHTXHQWO\�LQ�(XURSH���7KLV�WDUJHWLQJ�FDQ�EH�GRQH�LQ
HLWKHU�RI�WZR�ZD\V���2QH�ZD\�LV�WR�OLPLW�HOLJLELOLW\�WR�5	'�LQWHQVLYH�ILUPV
RU�LQQRYDWLRQ�SURMHFWV���$QRWKHU�ZD\�LV�WR�FUHDWH�VSHFLDO�SURYLVLRQV�ZLWKLQ
KRUL]RQWDO�ORDQ�JXDUDQWHH�SURJUDPPHV��HLWKHU�E\�PRUH�JHQHURXV�ULVN
FULWHULD�IRU�5	'�LQWHQVLYH�FRPSDQLHV��RU�E\�GHILQLQJ�DQ�DGGLWLRQDO
JXDUDQWHH�WULJJHU�VXFK�DV�WKH�IDLOXUH�RI�WKH�5	'�SURMHFW���6XFK�D
JXDUDQWHH�ZRXOG�EH�HFRQRPLFDOO\�HTXLYDOHQW�WR�D�FRQGLWLRQDO�JUDQW��LI�WKH
JXDUDQWRU�WDNHV�RYHU�WKH�UHSD\PHQW�RI�WKH�JXDUDQWHHG�ORDQ�ZLWKRXW�DQ\
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UHLPEXUVHPHQW�IURP�WKH�ERUURZHU���$�NH\�GHVLJQ�LVVXH�IRU�VXFK
SURJUDPPHV�LV�WKH�ZD\�LQ�ZKLFK�5	'�ULVN�LV�DVVHVVHG���,Q�SDUWLFXODU�
VSHFLDOLVHG�WHFKQRORJ\�ULVN�DVVHVVPHQW�XQLWV�ZLWKLQ�EDQNV�RU�JXDUDQWRUV
FDQ�KHOS�LPSURYH�WKH�VHOHFWLRQ�RI�DSSURSULDWH�LQYHVWPHQWV���3URJUDPPHV
RI�WKLV�QDWXUH�DUH�OLNHO\�WR�KDYH�D�JUHDWHU�LPSDFW�RQ�5	'�VSHQGLQJ�WKDQ
KRUL]RQWDO�SURJUDPPHV�

• ,Q�SULQFLSOH��ORDQ�JXDUDQWHHV�FRXOG�DOVR�HQFRXUDJH�WKH�H[WHUQDO�ILQDQFLQJ
RI�ORZ�ULVN�5	'�SURMHFWV�ZLWKLQ�ODUJHU�FRPSDQLHV���7KH�WDNH�XS��KRZHYHU�
ZRXOG�SUREDEO\�EH�OHVV�VLQFH�WKHVH�W\SHV�RI�FRPSDQLHV�WHQG�WR�EH�OHVV
FDVK�FRQVWUDLQHG�WKDQ�60(V�

3RWHQWLDO�,PSDFW�RI�*XDUDQWHHV

7KH�LPPHGLDWH�TXDQWLWDWLYH�LPSDFW�RI�WKH�HVWDEOLVKPHQW�RI�QHZ�JXDUDQWHH
VFKHPHV�DQG�D�ULVH�LQ�DFWLYLW\�RI�H[LVWLQJ�JXDUDQWHH�VFKHPHV�LV�OLNHO\�WR�EH�VPDOO
LQ�DEVROXWH�WHUPV�
7KH�PDLQ�WDUJHW�DXGLHQFH��60(V��DFFRXQWV�IRU�D�PRGHVW�EXW�QHYHUWKHOHVV
VLJQLILFDQW�SURSRUWLRQ�RI�5	'�LQ�ERWK�WKH�(8�DQG�WKH�EHQFKPDUN�FDVH��WKH�86
�VRPHZKDW�OHVV�WKDQ�����RI�WRWDO�5	'�LQ�WKH�ODWWHU����7KLV�60(�LQWHQVLW\�YDULHV
ZLGHO\�EHWZHHQ�FRXQWULHV�DQG�UHJLRQV�LQ�(XURSH��DV�GRHV�WKH�SUHVHQFH�DQG�WDNH�
XS�RI�HTXLW\�DQG�ORDQ�JXDUDQWHH�SURJUDPPHV���)RU�H[DPSOH��ZKHUHDV�DERXW����
RI�EDQN�ORDQV�WR�60(V�LQ�*HUPDQ\�DQG�)UDQFH�DUH�FRYHUHG�E\�ORDQ�JXDUDQWHHV�
ORDQ�JXDUDQWHH�SURJUDPPHV�LQ�WKH�8.�DUH�LQYROYHG�LQ�OHVV�WKDQ����RI�WRWDO�60(
OHQGLQJ�
7KH�XSWDNH�RI�HTXLW\�JXDUDQWHH�SURJUDPPHV�KDV�EHHQ�PXFK�KLJKHU�LQ�VRPH
(XURSHDQ�&RXQWULHV���7KH�*HUPDQ�%78��%HWHLOLJXQJVNDSLWDO�I�U�NOHLQH
7HFKQRORJLHXQWHUQHKPHQ��SURJUDPPH��ZKLFK�LQYROYHV�ERWK�D�ILQDQFLQJ�DQG�D
JXDUDQWHH�FRPSRQHQW��KDV�EHHQ�XVHG�E\�WKH�PDMRULW\�RI�17%)�RULHQWHG�9HQWXUH
&DSLWDO�)XQGV���6LPLODU�KLJK�GHPDQG�KDV�EHHQ�UHSRUWHG�LQ�)UDQFH�DQG�LQ�$XVWULD�
,Q�WKH�ODWWHU�FDVH������RI�DOO�9HQWXUH�EDFNHG�VWDUW�XS�DQG�HDUO\�VWDJH�LQYHVWPHQW
SURMHFWV�LQ�WKH�\HDU������KDG�EHHQ�ILQDQFHG�E\�9HQWXUH�&DSLWDO�IXQGV�LQ
FRQQHFWLRQ�ZLWK�(TXLW\�*XDUDQWHH�3URJUDPPHV���7KH�LPSDFW�RI�(TXLW\
*XDUDQWHHV�RQ�WKH�DYDLODELOLW\�RI�ULVN�FDSLWDO�IRU�5	'�SURMHFWV�RI�60(V�LV�WKXV
SRWHQWLDOO\�KLJK��DW�OHDVW�LQ�WKH�VKRUW�WHUP���/RQJHU�WHUP�VXVWDLQDEOH�LPSDFWV�DUH
PRUH�GLIILFXOW�WR�DFKLHYH�DQG�YHU\�GHSHQGHQW�RQ�JHQHUDO�PDUNHW�FRQGLWLRQV��DV
GHPRQVWUDWHG�E\�WKH�GHFUHDVH�LQ�9HQWXUH�&DSLWDO�LQYHVWPHQWV�LQ�WKH�\HDUV�����
DQG������
(VWLPDWLQJ�WKH�SRWHQWLDO�LPSDFW�RQ�5	'�LQYHVWPHQW�RI�DQ�LQFUHDVH�LQ�JXDUDQWHHV
LQ�(XURSH�LV�FRPSOLFDWHG�E\�WKH�UHODWLYH�GHDUWK�RI�DQ\�GHWDLOHG�HYDOXDWLRQ�VWXGLHV
RI�H[LVWLQJ�JXDUDQWHH�SURJUDPPHV���,W�LV�QHYHUWKHOHVV�VDIH�WR�VD\�WKDW�WKH�LPSDFW
RI�DQ�H[SDQVLRQ�LQ�KRUL]RQWDO�ORDQ�JXDUDQWHH�SURJUDPPHV�RQ�5	'�LQYHVWPHQW
ZRXOG�EH�VPDOO�GXH�WR�WKH�ORZ�SURSRUWLRQ�RI�5	'�LQWHQVLYH�FRPSDQLHV
SDUWLFLSDWLQJ�LQ�VXFK�VFKHPHV���+RZHYHU��JUHDWHU�EHQHILWV�FRXOG�EH�H[SHFWHG
IURP�HTXLW\�JXDUDQWHH�DQG�LQQRYDWLRQ�ORDQ�JXDUDQWHH�SURJUDPPHV�GXH�WR�WKH
QDWXUH�RI�WKH�LQYHVWPHQW�SURMHFWV�VXSSRUWHG���7KHVH�WZR�W\SHV�RI�JXDUDQWHH
SURJUDPPH�FRXOG�KHOS�UHGXFH�WKH�5	'�LQYHVWPHQW�JDS�UHODWLYH�WR�WKH�86
DPRQJVW�17%)V�DQG�HVWDEOLVKHG�60(V���$V�QRWHG�HDUOLHU�LQ�6HFWLRQ������PHDVXUHV
VXSSRUWLQJ�WKH�GHYHORSPHQW�RI�YHQWXUH�FDSLWDO�LQ�(XURSH�FRXOG�KHOS�ERRVW�5	'
LQYHVWPHQW�E\�RYHU� ��ELOOLRQ�GLUHFWO\�DQG�D�IXUWKHU� ��±���ELOOLRQ�LQGLUHFWO\��D
VPDOO�EXW�VLJQLILFDQW�SURSRUWLRQ�RI�WKH�RYHUDOO� ���ELOOLRQ�JDS�UHODWLYH�WR�WKH�86�
*XDUDQWHH�PHFKDQLVPV�FRXOG�EH�D�NH\�LQVWUXPHQW�FRQWULEXWLQJ�WR�WKLV�LQFUHDVH�
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������7KH�,QIOXHQFH�RI�)UDPHZRUN�&RQGLWLRQV
7KHUH�DUH�D�QXPEHU�RI�LPSRUWDQW�IUDPHZRUN�FRQGLWLRQV�LQIOXHQFLQJ�WKH
HIIHFWLYHQHVV�RI�JXDUDQWHHV���7KHVH�LQFOXGH�6WDWH�$LG�UHJXODWLRQV��WKH�VWDWH�RI
GHYHORSPHQW�RI�WKH�ILQDQFLDO�V\VWHP��LQFOXGLQJ�LWV�UHJXODWRU\�V\VWHP�
PDFURHFRQRPLF�SROLF\��DQG�WKH�JHQHUDO�FOLPDWH�WRZDUGV�HQWUHSUHQHXUVKLS�

6WDWH�$LG�5HJXODWLRQV

*XLGHOLQHV�GHYHORSHG�E\�WKH�(XURSHDQ�&RPPLVVLRQ�RQ�6WDWH�$LG�KDYH�D�GLUHFW
LPSDFW�RQ�WKH�VSHFLILFLW\��SULFLQJ�DQG�RWKHU�FKDUDFWHULVWLFV�RI�SXEOLF�JXDUDQWHH
SURJUDPPHV�

• 7KH�µ&RPPLVVLRQ�1RWLFH�RQ�WKH�DSSOLFDWLRQ�RI�$UWLFOHV����DQG����RI�WKH
(&�7UHDW\�WR�6WDWH�$LG�LQ�WKH�IRUP�RI�JXDUDQWHHV¶��(XURSHDQ�&RPPLVVLRQ�
������RXWOLQHV�WKH�&RPPLVVLRQ¶V�JHQHUDO�VWDQFH�RQ�SXEOLF�JXDUDQWHHV�
7KLV�QRWLFH�VXJJHVWV�WKDW�JXDUDQWHH�FRYHUDJH�RI�QR�PRUH�WKDQ�����RI
WKH�WRWDO�ILQDQFLDO�RSHUDWLRQ�LV�DSSURSULDWH�LQ�RUGHU�WR�OHDYH�DQ�LQFHQWLYH
IRU�OHQGHUV�WR�PRQLWRU�ERUURZHUV���7KH�QRWLFH�DOVR�VWDWHV�WKDW�JXDUDQWHH
VFKHPHV�WKDW�DUH�QRW�VHOI�VXVWDLQLQJ��L�H��ZKHUH�LQFRPH�SUHPLXP�IURP
JXDUDQWHHV�GRHV�QRW�FRYHU�WKH�FRVWV�RI�GHIDXOW��DGPLQLVWUDWLRQ��DQG�WKH
QRUPDO�UHWXUQ�RQ�FDSLWDO��DUH�FRQVLGHUHG�DV�IRUPV�RI�6WDWH�$LG�ZKLFK�WKXV
KDYH�WR�EH�VXEPLWWHG�WR�WKH�&RPPLVVLRQ�IRU�DSSURYDO�

• 7KH�&RPPLVVLRQ�FRPPXQLFDWLRQ�RQ�6WDWH�$LG�DQG�5LVN�&DSLWDO��(XURSHDQ
&RPPLVVLRQ������E��DVVHUWV�WKDW�SXEOLF�VFKHPHV�WR�HQFRXUDJH�WKH
GHYHORSPHQW�RI�ULVN�FDSLWDO�DUH�MXVWLILHG�LI�WKH\�KHOS�DGGUHVV�PDUNHW
IDLOXUHV�EORFNLQJ�DFFHVV�WR�ILQDQFH�IRU�60(V�DQG�QHZ�ILUPV���7KHVH
IDLOXUHV�FDQ�EH�GXH��IRU�H[DPSOH��WR�LPSHUIHFW�RU�DV\PPHWULF�LQIRUPDWLRQ�
RU�WR�KLJK�UHODWLYH�WUDQVDFWLRQV�FRVWV�

7KH�FXUUHQW�6WDWH�$LG�JXLGHOLQHV�RQ�JXDUDQWHHV�DUH�QRW�D�PDMRU�LPSHGLPHQW�WR
WKH�GHVLJQ�RI�DSSURSULDWH�SURJUDPPHV���2I�PRUH�FRQFHUQ�DUH�WKH�UHVWULFWLYH
JXLGHOLQHV�RQ�5	'�VXSSRUW��VLQFH�WKHVH�DUH�ODUJHO\�EDVHG�RQ�WKH�µOLQHDU¶�PRGHO�RI
5	'���7KHVH�DUH�UHODWLYHO\�JHQHURXV�LQ�DOORZLQJ�WKH�XVH�RI�VXEVLGLVHG�JXDUDQWHHV
WR�VXSSRUW�5	'��EXW�SXW�PXFK�JUHDWHU�FRQVWUDLQWV�RQ�WKH�FRPPHUFLDOLVDWLRQ�RI
WKH�UHVXOWV�RI�5	'�SURMHFWV�

)LQDQFLDO�6\VWHP

)LQDQFLDO�V\VWHP�UHJXODWLRQV�KHOS�VKDSH�WKH�LQFHQWLYHV�IRU�LQYHVWPHQW��ZKLFK
JXDUDQWHHV�LQ�WXUQ�WU\�WR�LQIOXHQFH���2QH�YHU\�LPSRUWDQW�H[DPSOH�FRQFHUQV
SUXGHQWLDO�UHJXODWLRQV��ZKLFK�FDQ�DFW�WR�SUHYHQW�LQYHVWRUV��H�J��SHQVLRQ�IXQGV�DQG
LQVXUDQFH�FRPSDQLHV��IURP�LQYHVWLQJ�LQ�ULVNLHU�YHKLFOHV�VXFK�DV�YHQWXUH�FDSLWDO
ZLWKRXW�D�JXDUDQWHH���$QRWKHU�H[DPSOH�FRQFHUQV�WKH�%DVHO�,,�DJUHHPHQWV�RQ
EDQN�FDSLWDO�DGHTXDF\��ZKLFK�KDYH�WKH�HIIHFW�RI��DPRQJVW�RWKHU�WKLQJV��UHGXFLQJ
WKH�LQFHQWLYHV�IRU�EDQNV�WR�LQYHVW�LQ�60(V���,Q�WKH�ODWWHU�FDVH��JXDUDQWHHV�FDQ
KHOS�UHGXFH�WKH�FDSLWDO�EDQNV�QHHG�WR�VHW�DVLGH�IRU�60(�ORDQV��WKXV�UHGXFLQJ
VRPH�RI�WKHVH�GLVLQFHQWLYHV�
7KH�OHYHO�RI�GHYHORSPHQW�RI�WKH�ILQDQFLDO�V\VWHP�DQG�WKH�SUDFWLFHV�DQG�DWWLWXGHV
RI�LWV�PDLQ�DFWRUV�DOVR�PRGHUDWH�WKH�HIIHFWLYHQHVV�RI�JXDUDQWHH�VFKHPHV���)RU
HTXLW\�JXDUDQWHHV�LQ�SDUWLFXODU��WKH�SUHVHQFH�RU�DEVHQFH�RI�YHQWXUH�FDSLWDO�DQG
DQ�DFWLYH�PDUNHW�IRU�KLJK�WHFK�,QLWLDO�3XEOLF�2IIHULQJV��,32V��L�H��QHZ�OLVWLQJV�RI
FRPSDQLHV�RQ�VWRFN�H[FKDQJHV��FDQ�KDYH�D�GHFLVLYH�LPSDFW���)RU�ORDQ
JXDUDQWHHV��WKH�YDU\LQJ�UHTXLUHPHQWV�RI�EDQNV�IRU�FROODWHUDO�DQG�WKHLU�SURFHGXUHV
IRU�HYDOXDWLQJ�WKH�VXLWDELOLW\�RI�ILUPV�IRU�ORDQV�FDQ�DOVR�KDYH�D�FULWLFDO�LQIOXHQFH
RQ�WKH�VXFFHVV�RI�ORDQ�JXDUDQWHH�VFKHPHV�
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0DFURHFRQRPLF�3ROLF\

$�KLJKO\�F\FOLFDO�IOXFWXDWLRQ�LQ�WKH�RULHQWDWLRQ�WRZDUGV�ULVN�LV�D�IXQGDPHQWDO
IHDWXUH�RI�ILQDQFLDO�V\VWHPV���7KLV�SDUWLFXODUO\�DIIHFWV�WKH�ULVNLHU�W\SHV�RI
LQYHVWPHQW�YHKLFOHV��LQ�WKH�IDPRXV�ZRUGV�RI�RQH�REVHUYHU�RI�:DOO�6WUHHW��HTXLW\
LQYHVWRUV�IOXFWXDWH�EHWZHHQ�IHDU�DQG�JUHHG���0DFURHFRQRPLF�SROLF\�KDV�D�GXDO
HIIHFW�RQ�WKLV�RULHQWDWLRQ��ILUVWO\�WKURXJK�WKH�PRQHWDU\�WUDQVPLVVLRQ�PHFKDQLVP
�ZKLFK�GLUHFWO\�DIIHFWV�OLTXLGLW\�DQG�WKH�µWDVWH¶�IRU�KLJKHU�ULVN�DVVHWV��DQG�
VHFRQGO\��WKURXJK�LWV�LQIOXHQFH�RQ�WKH�JHQHUDO�OHYHO�RI�GHPDQG��DQG�WKXV�WKH
µRSSRUWXQLWLHV¶�IRU�QHZ��KLJK�ULVN�SURGXFWV���WKH�VL]H�RI�LQYHVWPHQW�EXGJHWV�IRU
QHZ�WHFKQRORJLHV��DQG�WKH�DPRXQW�RI�FRQVXPHUV¶�GLVFUHWLRQDU\�VSHQGLQJ���$
JURZWK��DQG�VWDELOLW\�RULHQWHG�PDFURHFRQRPLF�SROLF\�LV�WKXV�D�YHU\�LPSRUWDQW
SRVLWLYH�IUDPHZRUN�FRQGLWLRQ�IRU�WKH�VXSSO\�RI�ILQDQFH�IRU�5	'�LQYHVWPHQW�DQG
WKH�GHPDQG�IRU�5	'�LQWHQVLYH�JRRGV�DQG�VHUYLFHV�

&OLPDWH�WRZDUG�(QWUHSUHQHXUVKLS�DQG�,QQRYDWLRQ�DQG�WKH�6WRFN�RI�(QWUHSUHQHXULDO
6NLOOV

&RQVWUDLQWV�RQ�5	'�FDQ�H[LVW�RQ�ERWK�WKH�VXSSO\�DQG�GHPDQG�VLGH���,Q�WKH�FDVH
RI�JXDUDQWHHV��HYHQ�ZHOO�GHVLJQHG�DQG�IXQGHG�JXDUDQWHH�VFKHPHV�FDQ�KDYH�D
ORZ�WDNH�XS�LQ�WKH�DEVHQFH�RI��RQ�WKH�VXSSO\�VLGH��DQ�DGHTXDWH�VXSSO\�RI�LGHDV
IRU�5	'�SURMHFWV��VXIILFLHQW�HQWUHSUHQHXULDO�LQLWLDWLYH��DQG�WKH�VNLOOHG�UHVHDUFKHUV
QHHGHG�WR�FDUU\�RXW�WKH�ZRUN���2Q�WKH�GHPDQG�VLGH��FULWLFDO�LQJUHGLHQWV�DUH
LQYHVWRUV�ZLWK�ULVN�RULHQWDWLRQV�FRPSDWLEOH�ZLWK�WKH�ULVN�SURILOHV�RI�WKH�5	'
SURMHFWV�SURSRVHG�DQG�WKH�VNLOOHG�SHUVRQQHO��LQYHVWPHQW�PDQDJHUV��OHQGLQJ
RIILFHUV�UHODWLRQVKLS�PDQDJHUV��HWF���QHHGHG�WR�HYDOXDWH�DQG�PRQLWRU�WKHVH
LQYHVWPHQWV���$OO�WKHVH�VXSSO\�DQG�GHPDQG�FRQVWUDLQWV�DUH�IXQFWLRQV�RI�JHQHUDO
FXOWXUDO�IDFWRUV��WKH�HQWUHSUHQHXULDO�RULHQWDWLRQ�RI�WKH�UHJLRQ�FRXQWU\�LQYROYHG�
WKH�TXDOLW\�DQG�RULHQWDWLRQ�RI�HGXFDWLRQDO�LQVWLWXWLRQV��LQFOXGLQJ�KLJKHU�HGXFDWLRQ
HVWDEOLVKPHQWV���DQG�WKH�RSSRUWXQLWLHV�IRU�RQ�WKH�MRE�DFTXLVLWLRQ�RI�UHOHYDQW�VNLOOV
DQG�H[SHULHQFH�

��������*RRG�3UDFWLFH��/HVVRQV�/HDUQHG�DQG�1RYHO�$SSURDFKHV
0DQ\�JRRG�SUDFWLFHV�DQG�QRYHO�DSSURDFKHV�FDQ�EH�IRXQG�LQ�(XURSHDQ�HTXLW\�DQG
ORDQ�JXDUDQWHH�VFKHPHV���7KHVH�SURYLGH�D�ZHDOWK�RI�H[SHULHQFH�WKDW�FDQ�EH
GUDZQ�XSRQ�ZKHQ�PRGLI\LQJ�H[LVWLQJ�SURJUDPPHV�DQG�LQWURGXFLQJ�QHZ�RQHV�
(TXLW\�JXDUDQWHH�SURJUDPPHV�KDYH�EHHQ�LQWURGXFHG�PRUH�UHFHQWO\�WKDQ�ORDQ
JXDUDQWHH�SURJUDPPHV��DQG�PRVW�KDYH�QRW�\HW�EHHQ�HYDOXDWHG���6RPH�RI�WKHVH
SURJUDPPHV�KDYH�H[SHULHQFHG�KLJK�ORVVHV�VLQFH�WKH�WHFKQRORJ\�EXEEOH�EXUVW�
DQG�PDQ\�KDYH�EHHQ�VXEMHFW�WR�WKH�FULWLFLVP�WKDW�WKH\�ZHUH�QRW�VHOHFWLYH�HQRXJK
LQ�WKHLU�FRYHUDJH���1HYHUWKHOHVV��D�ZHOO�GHVLJQHG�HTXLW\�JXDUDQWHH�SURJUDPPH
FDQ��LQ�SULQFLSOH��FRQWULEXWH�WR�WKH�GHYHORSPHQW�RI�D�ORFDO�YHQWXUH�FDSLWDO
LQGXVWU\���(TXLW\�JXDUDQWHH�VFKHPHV�RI�SDUWLFXODU�LQWHUHVW�LQFOXGH�

• 7KH�62)$5,6�7HFKQRORJ\�'HYHORSPHQW�)XQG��)UDQFH���ZKLFK�JXDUDQWHHV
SRUWIROLRV�RI�HTXLW\�LQYHVWPHQWV�E\�ILQDQFLDO�LQWHUPHGLDULHV��PDLQO\�9&V��
,W�PD[LPLVHV�OHYHUDJH�E\�IRFXVLQJ�RQ�LQWHUPHGLDULHV�ZLWK�VXFFHVVIXO�WUDFN
UHFRUGV��ZKLOH�DW�WKH�VDPH�WLPH�PLQLPLVHV�DGPLQLVWUDWLRQ�FRVWV�E\�UHO\LQJ
RQ�WKHVH�LQWHUPHGLDULHV�WR�DVVHVV�ULVNV�DQG�PRQLWRU�SRUWIROLRV�

• 7KH�)LQDQ]LHUXQJVJXDUDQWHH�*HVHOOVFKDIW��)**��&DSLWDO�*XDUDQWHHV
VFKHPH��$XVWULD���ZKLFK�VXSSRUWV�IXQGUDLVLQJ�E\�QHZ�RU�UHODWLYHO\�QHZ
YHQWXUH�FDSLWDO�ILUPV�E\�JXDUDQWHHLQJ�SRUWIROLRV�RI�HTXLW\�LQYHVWPHQWV���,W
DOVR�UHGXFHV�WKH�ULVN�IRU�LQYHVWRUV�RI�LQYHVWLQJ�LQ�QHZ�9&V�E\�FRQWUROOLQJ
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ULVN�H[SRVXUH�WKURXJK�FRUSRUDWH�DQG�WHFKQRORJ\�ULVN�DVVHVVPHQW�E\�DQ
H[SHULHQFHG�LQ�KRXVH�WHDP�

• 7KH�%78��%HWHLOLJXQJVNDSLWDO�I�U�NOHLQH�7HFKQRORJLHXQWHUQHKPHQ�
SURJUDPPH��*HUPDQ\��LV�DLPHG�DW�WKH�GHYHORSPHQW�RI�D�YLDEOH�YHQWXUH
FDSLWDO�LQGXVWU\��ZKLOH�DW�WKH�VDPH�WLPH�LQFUHDVLQJ�WKH�VXSSO\�RI�IXQGV
DYDLODEOH�WR�WKLV�LQGXVWU\�E\�SURYLGLQJ�ERWK�JXDUDQWHHV�DQG�ILQDQFLQJ�
2QH�SDUW�RI�WKLV�SURJUDPPH��ZKLFK�RSHUDWHV�WKURXJK�WKH�WEJ
�WHFKQRORJLHEHWHLOLJXQJVJHVHOOVFKDIW��D�VSHFLILF�SXUSRVH�VXEVLGLDU\�RI�WKH
SXEOLF�GHYHORSPHQW�EDQN�'HXWVFKH�$XVJOHLFKVEDQN��SURYLGHV�FR�
LQYHVWPHQW��XS�WR�����RI�WKH�WRWDO�LQYHVWPHQW��ZLWK�WKH�UHPDLQGHU
SURYLGHG�E\�WKH�SULYDWH�VHFWRU��DQG��XQWLO�-DQXDU\�������JXDUDQWHHG�XS
WR�����RI�WKH�SULYDWH�VHFWRU¶V�LQYHVWPHQW�LQ�17%)V���$�VHFRQG�SDUW�RI
WKLV�SURJUDPPH��RSHUDWLQJ�WKURXJK�WKH�.UHGLWDQVWDOW�I�U�:LHGHUDXIEDX
�.IZ��DQRWKHU�SXEOLF�GHYHORSPHQW�EDQN��UHILQDQFHG�XS�WR�����RI
ILQDQFLDO�LQWHUPHGLDULHV¶�LQYHVWPHQWV�LQ�17%)V������DV�RI�-DQXDU\������
DQG�SURYLGHV�D�JXDUDQWHH�RQ�WKLV�SRUWLRQ�RI�WKH�LQYHVWPHQW�

,Q�WHUPV�RI�ORDQ�JXDUDQWHH�VFKHPHV��H[DPSOHV�RI�JRRG�SUDFWLFH�DQG�QHZ
DSSURDFKHV�LQFOXGH�

• 7KH�8.�6PDOO�%XVLQHVV�/RDQ�*XDUDQWHH�6FKHPH��LQ�H[LVWHQFH�VLQFH������
LV�D�SULPH�H[DPSOH�RI�D�FRVW�HIIHFWLYH�KRUL]RQWDO�ORDQ�JXDUDQWHH�VFKHPH�
$Q�HYDOXDWLRQ�RI�WKH�VFKHPH�LQ������HVWLPDWHG�WKDW�����RI�WKH�60(V
EHQHILWLQJ�IURP�WKH�VFKHPH�ZRXOG�QRW�KDYH�EHHQ�DEOH�WR�UHFHLYH�D�ORDQ�
RU�ZRXOG�KDYH�UHFHLYHG�D�VPDOOHU�ORDQ��LQ�WKH�DEVHQFH�RI�WKH�JXDUDQWHH�
+LJK�WHFK�60(V�DUH�QRW�VSHFLILFDOO\�FRYHUHG��DQG�WKH�VFKHPH�LV�XQOLNHO\
WR�KDYH�KDG�PXFK�LPSDFW�RQ�5	'�VSHQGLQJ���1HYHUWKHOHVV��VXFK
SURJUDPPHV�FDQ�LPSURYH�JHQHUDO�OHYHOV�RI�LQQRYDWLRQ��IRU�����RI�WKH
ILUPV�VWDWHG�WKDW�WKH\�ZHUH�XVLQJ�WKH�ORDQ�WR�ILQDQFH�QHZ�SURGXFWV�RU
VHUYLFHV�

• $OWKRXJK�WKH�)LQQYHUD�ORDQ�JXDUDQWHH�VFKHPH��)LQODQG��LV�DOVR�KRUL]RQWDO
�L�H��LW�LV�DYDLODEOH�WR�D�EURDG�VSHFWUXP�RI�60(V���LW�LV�HVWLPDWHG�WKDW���
���RI�WKH�FRPSDQLHV�EHQHILWLQJ�IURP�WKH�VFKHPH�DUH�WHFKQRORJ\�UHODWHG�
7KH�VWUHQJWK�RI�WKH�VFKHPH�LV�D�ULJRURXV��EXW�ORZ�FRVW��FRUSRUDWH�DQG
WHFKQRORJ\�ULVN�DVVHVVPHQW�V\VWHP��ZKLFK�KHOSV�LGHQWLI\�5	'
LQYHVWPHQWV�ZLWK�D�ORZ�SUREDELOLW\�RI�IDLOXUH���$SSURYDO�RI�D�JXDUDQWHH�E\
)LQQYHUD�LV�RIWHQ�DFFHSWHG�E\�EDQNV��ZKR�DUH�QRW�DEOH�WR�SHUIRUP�VXFK
FRPSUHKHQVLYH�ULVN�DQDO\VHV��DV�D�SRVLWLYH�VLJQDO�IRU�LQYHVWPHQW�

• 7KH�.UHGLWDQVWDOW�I�U�:LHGHUDXIEDX¶V�(53��(XURSHDQ�5HFRQVWUXFWLRQ
3URJUDPPH��LQQRYDWLRQ�ORDQ�SURJUDPPH��*HUPDQ\��LQYROYHV�ERWK�D
UHILQDQFLQJ�DQG�JXDUDQWHH�FRPSRQHQW�IRU�EDQNV�LQYHVWLQJ�LQ�LQQRYDWLRQ
SURMHFWV��LQFOXGLQJ�5	'�SURMHFWV��LQ�HVWDEOLVKHG�60(V���$OWKRXJK�WKHVH
DUH�UHODWLYHO\�ORZ�ULVN�SURMHFWV��DQG�WKH�IXWXUH�HDUQLQJ�SRZHU�RI�WKH�ILUPV
LQYROYHG�LV�VXIILFLHQW�WR�UHSD\�WKH�ORDQV�LQ�WKH�FDVH�RI�SURMHFW�IDLOXUH�
PDQ\�EDQNV�DUH�QHYHUWKHOHVV�XQZLOOLQJ�WR�SURYLGH�ILQDQFH�IRU�WKLV�W\SH�RI
SURMHFW�ZLWKRXW�D�JXDUDQWHH�

• 7KH�)LQDQ]LHUXQJVJXDUDQWHH�*HVHOOVFKDIW��)**��7HFKQRORJ\�)LQDQFLQJ
3URJUDPPH��7)3���$XVWULD��RIIHUV�D�FRPELQDWLRQ�RI�HTXLW\�DQG�ORDQ
JXDUDQWHHV�IRU�WHFKQRORJ\�RULHQWHG�60(V���&RVWV�FRYHUHG�E\�WKH�VFKHPH
LQFOXGH�5	'��WHFKQRORJ\�LQYHVWPHQW��DQG�HGXFDWLRQ�DQG�WUDLQLQJ�FRVWV�
$������JXDUDQWHH�LV�SURYLGHG�IRU�WKH�EDQN�ORDQ�FRPSRQHQW�RI�ILQDQFLQJ�
ZKLFK�LQ�WXUQ�OHYHUDJHV�WKH�HTXLW\�ILQDQFLQJ�FRPSRQHQW��LWVHOI�W\SLFDOO\
SURYLGHG�E\�YHQWXUH�FDSLWDO�IXQGV���5LVN�LV�FRQWUROOHG�E\�FRQGXFWLQJ�LQ�
KRXVH�ULVN�DSSUDLVDOV�DQG�E\�PDLQWDLQLQJ�LQFHQWLYHV��D�����HTXLW\
JXDUDQWHH��IRU�HTXLW\�LQYHVWRUV�WR�DSSUDLVH�DQG�PRQLWRU�WKH�LQYHVWPHQWV�
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([SHULHQFH�LQ�WKHVH�SURJUDPPHV�VXSSRUWV�D�QXPEHU�RI�JHQHUDO�SULQFLSOHV�
• $OWKRXJK�SXEOLF�JXDUDQWHHV�VKRXOG�UHGXFH�WKH�ULVN�H[SRVXUH�RI�SULYDWH

VHFWRU�LQYHVWRUV��WKLV�ULVN�VKRXOG�QRW�EH�FRPSOHWHO\�HOLPLQDWHG���5LVN�
VKDULQJ�HQVXUHV�WKDW�SULYDWH�LQYHVWRUV�VWLOO�KDYH�DQ�LQFHQWLYH�IRU�SURMHFWV
WR�EH�VXFFHVVIXO�

• 'HFLVLRQ�PDNLQJ�RQ�JXDUDQWHHV�VKRXOG�EH�VSHHG\��LQ�SDUW�GXH�WR�WKH
UDSLGLW\�RI�WHFKQRORJLFDO�LQQRYDWLRQ�

• 3URJUDPPH�UHTXLUHPHQWV�DQG�IHDWXUHV�VKRXOG�EH�VLPSOH��VR�WKDW�XVHUV
FDQ�XQGHUVWDQG�SURJUDPPHV�DQG�WKHLU�ORJLF�TXLFNO\�

$�QXPEHU�RI�QHZ�DSSURDFKHV�LQ�WKH�DUHD�RI�JXDUDQWHHV�GHVHUYH�FRQVLGHUDWLRQ
DQG�SURPRWLRQ���7KHVH�LQFOXGH�

• 2SWLRQ�EDVHG�DSSURDFKHV�WR�WKH�DVVHVVPHQW�RI�ULVN�DQG�SULFLQJ
JXDUDQWHHV�IRU�5	'�LQYHVWPHQWV���'XH�WR�WKH�XQLTXH�QDWXUH�RI�5	'
LQYHVWPHQW��LQFOXGLQJ�KLJK�XQFHUWDLQW\�DQG�WKH�ELQDU\�QDWXUH�RI�UHWXUQV
�IDLOXUH�RU�VXFFHVV���WUDGLWLRQDO�LQYHVWPHQW�PRGHOV�VXFK�DV�WKH�GLVFRXQWHG
FDVK�IORZ��'&)��PRGHO�OHDG�WR�XQGHU�LQYHVWPHQW�LQ�5	'���7UDGLWLRQDO
FDVK�IORZ�EDVHG�LQYHVWPHQW�FDOFXODWLRQ�PRGHOV�GR�QRW�DGHTXDWHO\�UHIOHFW
WKH�YDOXH�RI�5	'�SURMHFWV�DV�D�FKDQFH��DQ�RSWLRQ��WR�FDSWXUH�IXWXUH�FDVK
IORZV���'XH�WR�WKH�FRVWV�RI�FDOFXODWLQJ�WKHVH�YDOXHV�RQ�D�FDVH�E\�FDVH
EDVLV��KRZHYHU��RSWLRQ�EDVHG�DSSURDFKHV�DUH�PRVW�DSSURSULDWH�IRU
JXDUDQWHH�VFKHPHV�ZKLFK�SURYLGH�D�VPDOO�QXPEHU�RI�ODUJHU�JXDUDQWHHV�
H�J��SRUWIROLR�JXDUDQWHHV�LQWHQGHG�WR�VXSSRUW�WKH�IXQG�UDLVLQJ�DFWLYLWLHV�RI
YHQWXUH�FDSLWDOLVWV�

• 6HFXULWLVDWLRQ�RI�60(�ORDQ�SRUWIROLRV��VRPH�RI�ZKLFK�LQYROYH�5	'
SURMHFWV���6HFXULWLVDWLRQ�LQYROYHV�WKH�EXQGOLQJ�WRJHWKHU�RI�D�ODUJH�QXPEHU
RI�DVVHWV�RI�D�VLQJOH�W\SH��VXFK�DV�UHDO�HVWDWH�PRUWJDJHV��DQG�WKH�VDOH�RI
ULJKWV�WR�WKH�FDSLWDO�DQG�LQFRPH�IURP�WKLV�SRUWIROLR�LQ�WKH�IRUP�RI
ILQDQFLDO�VHFXULWLHV�WR�LQYHVWRUV���6HFXULWLVDWLRQ�KHUH�LV�GULYHQ�E\�WKH
GHVLUH�RI�EDQNV�WR�IUHH�XS�UHJXODWRU\�FDSLWDO�IRU�QHZ�ORDQ�FRPPLWPHQWV�
6HFXULWLVDWLRQ�KHOSV�PDLQWDLQ�WKH�IORZ�RI�IXQGV�WR�60(V�DW�D�WLPH�ZKHQ
GHYHORSPHQWV�OLNH�WKH�%DVHO�FDSLWDO�DGHTXDF\�DJUHHPHQWV�DSSHDU�WR
PDNH�LW�PRUH�GLIILFXOW�IRU�PDQ\�EDQNV�WR�OHQG�WR�SRUWLRQV�RI�WKLV�PDUNHW
VHJPHQW���$W�D�QDWLRQDO�OHYHO��*HUPDQ\¶V�.UHGLWDQVWDOW�I�U�:LHGHUDXIEDX
KDV�JDLQHG�VLJQLILFDQW�H[SHULHQFH�LQ�VHFXULWLVLQJ�60(�ORDQ�SRUWIROLRV�
6RPH�RI�WKHVH�WUDQVDFWLRQV�KDYH�EHHQ�VXSSRUWHG�DW�(XURSHDQ�OHYHO�E\
WKH�(XURSHDQ�,QYHVWPHQW�)XQG��ZKLFK�KDV�D�PDQGDWH�IURP�WKH�(XURSHDQ
&RPPLVVLRQ�WR�VXSSRUW�ILQDQFH�IRU�60(V���7KH�.I:�LV�FXUUHQWO\
FRQVLGHULQJ�SXWWLQJ�WRJHWKHU�D�VHFXULWLVHG�ORDQ�SRRO�IRU�UHQHZDEOH�HQHUJ\
SURMHFWV��VRPH�SURSRUWLRQ�RI�ZKLFK�ZLOO�EH�5	'�LQWHQVLYH�LQYHVWPHQWV�

• 7HFKQRORJ\�UDWLQJ�V\VWHPV���3ULYDWH�VHFWRU�ILQDQFLQJ�RI�ULVN\�SURMHFWV
RQ�D�ZLGHVSUHDG�EDVLV�UHTXLUHV�VRPH�PHFKDQLVP�WR�TXDQWLI\�WKHVH�ULVNV�
7UDGLWLRQDOO\��VWDQGDUGLVHG�ULVN�DVVHVVPHQW�V\VWHPV�KDYH�IRFXVHG�RQ
ILQDQFLDO�LQGLFDWRUV�VXFK�DV�GHEW�HTXLW\�UDWLRV��FDVK�IORZ�DVVHW�UDWLRV��HWF�
7KH�UHOXFWDQFH�RI�LQYHVWRUV�WR�SURYLGH�ILQDQFH�IRU�5	'�SURMHFWV�GHULYHV�LQ
SDUW�IURP�WKH�GLIILFXOW\�RI�HVWLPDWLQJ�RU�UDWLQJ�WKH�ULVN�RI�WKHVH�SURMHFWV�
HDFK�RI�ZKLFK�KDV�XQLTXH�FKDUDFWHULVWLFV���1HYHUWKHOHVV��VRPH�LQQRYDWLYH
DJHQFLHV�DQG�LQYHVWRUV��VXFK�DV�)LQODQG¶V�)LQQYHUD��KDYH�VXFFHVVIXOO\
GHYHORSHG�HFRQRPLFDO�ZD\V�RI�HVWLPDWLQJ�WHFKQRORJ\�UHODWHG�ULVNV��WKXV
UHGXFLQJ�WKH�EDUULHUV�WR�REWDLQLQJ�H[WHUQDO�ILQDQFH�IRU�5	'�SURMHFWV�
*XDUDQWHH�LQVWLWXWLRQV�FRXOG�KHOS�WR�FUHDWH�D�PDUNHW�IRU�UDWLQJ�VHUYLFHV
E\�UHTXLULQJ�DSSOLFDQWV�WR�VXEPLW�FRPSDQ\�RU�SURMHFW�UDWLQJV�DV
SUHFRQGLWLRQ�IRU�GHDOLQJ�ZLWK�DSSOLFDWLRQV�

• ,QFOXGLQJ�JXDUDQWHHV�LQ�SDFNDJHV�RI�VXSSRUW�DQG�VHUYLFHV���7KH
VXSSRUW�RI�5	'�LQWHQVLYH�FRPSDQLHV�RIWHQ�LQYROYHV�PRUH�WKDQ�RQH�SXEOLF
LQVWUXPHQW�DQG�PRUH�WKDQ�RQH�SXEOLF�DJHQF\���+RZHYHU��PXOWLSOH��DQG
GLIIHUHQW��DSSOLFDWLRQV�DQG�OHQJWK\�GHFLVLRQ�PDNLQJ�WLPHV�FDQ
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VXEVWDQWLDOO\�UHGXFH�WKH�DWWUDFWLYHQHVV�DQG�HIIHFWLYHQHVV�RI�SXEOLF
LQVWUXPHQWV���2QH�IUHVK�DSSURDFK�KDV�EHHQ�WDNHQ�E\�,WDO\¶V�0HGLRFUHGLWR
&HQWUDOH��0&&���D�SULYDWH�VHFWRU�EDQN�ZLWK�D�FRQWUDFW�ZLWK�WKH
JRYHUQPHQW�WR�UXQ�WKH�QDWLRQDO�FRXQWHU��DQG�FR�JXDUDQWHH�VFKHPHV�
*XDUDQWHHV�DUH�RIIHUHG�DV�SDUW�RI�D�ODUJHU�SDFNDJH�RI�VXSSRUW�DQG
VHUYLFHV��ZKLFK�FDQ�LQFOXGH�JUDQWV��DGYLVRU\�VHUYLFHV��DQG�ORDQV���7KLV
SDFNDJHG�DSSURDFK�UHTXLUHV�RQO\�RQH�DSSOLFDWLRQ��DQG�WKH�SURYLVLRQ�RI
VXSSRUW�DQG�VHUYLFHV�LV�FRRUGLQDWHG�RYHU�WLPH�

• ,QQRYDWLYH�LQVXUDQFH�DSSURDFKHV�WR�5	'�ILQDQFH���*XDUDQWHHV�DUH
HVVHQWLDOO\�D�VSHFLDO�IRUP�RI�LQVXUDQFH���,Q�SULQFLSOH��WKHUHIRUH��LQVXUDQFH
FRPSDQLHV�VKRXOG�DW�OHDVW�EH�LQWHUHVWHG�LQ�ZD\V�RI�LQVXULQJ�DJDLQVW�WKH
ULVN�RI�5	'�SURMHFWV�IDLOLQJ���,Q�SUDFWLFH�WKHUH�KDV�EHHQ�VRPH�GLVFXVVLRQ
RI�SKDUPDFHXWLFDO�DQG�ELRWHFK�FRPSDQLHV�LQVXULQJ�DJDLQVW�WKH�IDLOXUH�RI
FOLQLFDO�WULDOV��EXW�QR�NQRZQ�LPSOHPHQWDWLRQV���2QH�LQVXUDQFH�FRPSDQ\
�6ZLVV�5H���KRZHYHU��KDV�EHHQ�LQYROYHG�LQ�RUJDQLVLQJ�WKH�3ULQFHVV�%RQG�
D�VSHFLDO�LQVWUXPHQW�ZKLFK�DOORZV�SULYDWH�LQYHVWRUV�WR�EHQHILW�IURP�WKH
XSVLGH�SRWHQWLDO�RI�SDUWLFLSDWLQJ�LQ�D�SRUWIROLR�RI�YHQWXUH�FDSLWDO�IXQGV�
ZKLOH�DW�WKH�VDPH�WLPH�LQVXULQJ�DJDLQVW�WKH�GRZQVLGH�ULVNV���7KLV�SULYDWH
VHFWRU�LQVWUXPHQW��ZKLFK�KHOSV�UDLVH�IXQGV�IRU�YHQWXUH�FDSLWDO��LV
LQWHUHVWLQJ�LQ�WKHRU\�LW�WKDW�LW�PLJKW�HYHQWXDOO\�UHGXFH�WKH�QHHG�IRU�SXEOLF
VHFWRU�JXDUDQWHHV�

��������*XLGHOLQHV�IRU�)XWXUH�8VH
(YDOXDWLRQ�RI�*XDUDQWHH�6FKHPHV�DQG�([FKDQJH�RI�*RRG�3UDFWLFH

7KHUH�DUH�IHZ�HYDOXDWLRQ�VWXGLHV�RI�JXDUDQWHH�SURJUDPPHV��DQG�HYHQ�IHZHU�WKDW
IRFXV�RQ�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�XVH�RI�JXDUDQWHHV�DQG�5	'�LQYHVWPHQW
OHYHOV���7KLV�PDNHV�LW�YHU\�GLIILFXOW�WR�MXGJH�ZKHWKHU�RU�QRW�WKH\�KDYH�EHHQ
VXFFHVVIXO��DQG�HYHQ�PRUH�GLIILFXOW�WR�PDNH�SUHGLFWLRQV�DERXW�SUREDEOH�LPSDFWV�
0RUH�DQG�EHWWHU�HYDOXDWLRQV�DUH�QHHGHG�LI�SURJUDPPH�GHVLJQ�DQG�SHUIRUPDQFH
DUH�WR�EH�LPSURYHG���*UHDWHU�H[FKDQJH�RI�LQIRUPDWLRQ�RQ�SDUWLFXODU�DVSHFWV�RI
SURJUDPPH�GHVLJQ��RSHUDWLRQ�DQG�SHUIRUPDQFH��H�J��RQ�WKH�XVH�DOWHUQDWLYH
PHWKRGV�RI�ULVN�DVVHVVPHQW�SURFHGXUHV��ZRXOG�DOVR�LPSURYH�SUDFWLFHV�DFURVV�WKH
(8�
0HPEHU�6WDWHV�VKRXOG�WKHUHIRUH�LPSURYH�WKHLU�SUDFWLFHV�ZLWK�UHJDUG�WR
WKH� HYDOXDWLRQ� RI� JXDUDQWHH� SURJUDPPHV�� � ,PSDFW� RQ� 5	'� LQYHVWPHQW
OHYHOV� VKRXOG�DOVR�EH� LQFOXGHG�DV�RQH�RI� WKH� FULWHULD� IRU� MXGJLQJ� WKH� VXFFHVV� RI
HTXLW\�DQG�LQQRYDWLRQ�ORDQ�JXDUDQWHH�VFKHPHV�
)XUWKHUPRUH��OHDUQLQJ�VWUXFWXUHV�IRU�GLIIXVLQJ�WKH�UHVXOWV�RI�JRRG�SUDFWLFH�DQG�IRU
DVVHVVLQJ�WKH�LPSDFW�RI�JXDUDQWHH�VFKHPHV�RQ�5	'�VSHQGLQJ�VKRXOG�EH�FUHDWHG�
7KH� (,)� LV� DOUHDG\� LQYROYHG� LQ� WKLV� DUHD� DQG� FRXOG� SRWHQWLDOO\� LQFUHDVH� LWV� UROH
VLJQLILFDQWO\�

(TXLW\�*XDUDQWHHV

(TXLW\�JXDUDQWHH�SURJUDPPHV�KDYH�DOUHDG\�EHHQ�WULHG�LQ�D�QXPEHU�RI�0HPEHU
6WDWHV�DQG�KDYH�VXFFHVVIXOO\�FRQWULEXWHG�WR�WKH�HQWU\�RI�QHZ�YHQWXUH�FDSLWDO�ILUPV
DQG�WKH�HVWDEOLVKPHQW�RI�D�YLDEOH�HDUO\�VWDJH�YHQWXUH�FDSLWDO�LQGXVWU\���7KLV�LV
LPSRUWDQW�IRU�SURPRWLQJ�5	'�VSHQGLQJ��VLQFH�9&V�DUH�RQH�RI�WKH�PDLQ�VRXUFHV�RI
H[WHUQDO�ILQDQFH�IRU�17%)V�
(8�0HPEHU�6WDWHV�ZLWKRXW�D�GHYHORSHG�YHQWXUH�FDSLWDO�LQGXVWU\�
SDUWLFXODUO\�WKRVH�ZLWKRXW�µHDUO\�VWDJH¶�YHQWXUH�FDSLWDO�ILUPV�IRFXVLQJ
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RQ�WKH�SURYLVLRQ�RI�VHHG�DQG�VWDUW�XS�FDSLWDO��VKRXOG�FRQVLGHU
LQWURGXFLQJ�DQ�HTXLW\�JXDUDQWHH�SURJUDPPH�
([LVWLQJ�DQG�SUHYLRXV�SURJUDPPHV�SURYLGH�PDQ\�OHVVRQV�IRU�WKH�GHVLJQ�RI�QHZ
LQLWLDWLYHV���2QH�JXLGLQJ�SULQFLSOH�LV�WKDW�VXEVLGLVHG�HTXLW\�JXDUDQWHH�SURJUDPPHV
VKRXOG�RQO\�EH�RIIHUHG�XQWLO�VHOI�VXVWDLQLQJ�YHQWXUH�FDSLWDO�VHFWRUV�KDYH�EHHQ
HVWDEOLVKHG��VLQFH�WKH�UDWLRQDOH�IRU�VXFK�SURJUDPPHV�LV�UHGXFHG�RQFH�WKH�VHOI�
VXVWDLQLQJ�VWDJH�KDV�EHHQ�UHDFKHG���)RU�VHHG�VWDJH�DQG�YHU\�HDUO\�VWDJH
GHYHORSPHQWV��KRZHYHU��LW�FDQ�EH�DUJXHG�WKDW�SHUPDQHQW�PDUNHW�IDLOXUHV
QHFHVVLWDWH�D�ORQJHU�WHUP�UROH�IRU�VXEVLG\�VFKHPHV���$�VHFRQG�JXLGLQJ�SULQFLSOH�LV
WKDW�WKH�XVH�RI�RSWLRQ�EDVHG�PRGHOV�LQ�WKH�SULFLQJ�RI�JXDUDQWHH�SUHPLXPV�LV
ZDUUDQWHG��VLQFH�WKHVH�PRGHOV�DYRLG�PDQ\�RI�WKH�SUREOHPV�DVVRFLDWHG�ZLWK�WKH
ZLGHO\�XVHG�GLVFRXQWHG�FDVK�IORZ�PRGHO�DQG�KLVWRULFDOO\�EDVHG�KD]DUG�PRGHOV�
+RZHYHU��WKHUH�DUH�QR�FOHDU�JXLGHOLQHV�IRU�DVVHVVLQJ�WKH�ULVNV�DFFRPSDQ\LQJ
WHFKQRORJLFDO�GHYHORSPHQW���,Q�VRPH�SURJUDPPHV��D�NH\�IHDWXUH�RI�SURJUDPPH
GHVLJQ�LV�WKDW�WKH�JXDUDQWRU�SHUIRUPV�WKH�WHFKQRORJ\�ULVN�DVVHVVPHQW��ZKLOH
RWKHU�SURJUDPPHV�UHO\�RQ�LQFHQWLYH�PHFKDQLVPV�WKDW�PRWLYDWH�LQYHVWRUV�WR�FDUU\
RXW�WKH�ULVN�DVVHVVPHQWV�
7KH�(,)�FRXOG�KHOS�VXSSRUW�WKHVH�QHZ�HTXLW\�JXDUDQWHH�SURJUDPPHV�E\
SURYLGLQJ�FRXQWHU�JXDUDQWHHV�WR�WKHP���3URYLGHUV�RI�FRXQWHU�JXDUDQWHHV
VKDUH�ULVNV�ZLWK�JXDUDQWHH�DJHQFLHV�E\�DFFHSWLQJ�D�VSHFLILHG�SURSRUWLRQ�RI
JXDUDQWHH�ULVN�IRU�D�IHH���7KH�(,)�KDV�VXFFHVVIXOO\�SURPRWHG�WKH�GHYHORSPHQW�RI
ORDQ�JXDUDQWHH�SURJUDPPHV�LQ�D�QXPEHU�RI�0HPEHU�6WDWHV�E\�RIIHULQJ�FRXQWHU
JXDUDQWHHV��DQG�WKLV�H[SHULHQFH�FRXOG�EH�XVHIXOO\�GXSOLFDWHG�IRU�HTXLW\
JXDUDQWHHV���7KH�(,)�LV�LGHDOO\�SRVLWLRQHG�IRU�VXFK�D�FRXQWHU�JXDUDQWHH
SURJUDPPH�EHFDXVH�RI�LWV�XQLTXH�H[SHULHQFH�DV�D�(XURSHDQ�)XQG�RI�)XQGV
LQYHVWRU��WKDW�LV��DV�DQ�LQYHVWRU�LQ�PDQ\�YHQWXUH�FDSLWDO�IXQGV���%DVHG�RQ�LWV
H[LVWLQJ�ORDQ�FRXQWHU�JXDUDQWHH�SURJUDPPHV��LW�LV�DOVR�NQRZOHGJHDEOH�DERXW
PDQ\�QDWLRQDO�JXDUDQWHH�LQVWLWXWLRQV�DQG�SURJUDPPHV���7KH�(,)¶V�SURYLVLRQ�RI
FRXQWHU�JXDUDQWHHV�LV�FXUUHQWO\�FDUULHG�RXW�RQ�EHKDOI�RI�WKH�(XURSHDQ
&RPPLVVLRQ�DQG�LV�UHJXODWHG�XQGHU�WKH�0XOWL�$QQXDO�3URJUDPPH��0$3��WR
VXSSRUW�60(V���&XUUHQW�UHJXODWLRQV�DQG�WKH�(XURSHDQ�&RPPLVVLRQ�PDQGDWH�WR
WKH�(,)�VKRXOG�EH�H[DPLQHG�DQG��LI�QHFHVVDU\��PRGLILHG�WR�DOORZ�WKH�(,)�WR
SURYLGH�HTXLW\�FRXQWHU�JXDUDQWHHV�WR�QDWLRQDO�DQG�UHJLRQDO�JXDUDQWHH�DJHQFLHV�

/RDQ�*XDUDQWHHV

7KH�EDVLF�UDWLRQDOH�IRU�ORDQ�JXDUDQWHHV�LV�WR�LPSURYH�WKH�VXSSO\�RI�H[WHUQDO
ILQDQFH�WR�60(V�E\�RYHUFRPLQJ�PDUNHW�IDLOXUH�LQ�FUHGLW�UDWLRQLQJ�
+RUL]RQWDO�ORDQ�JXDUDQWHH�VFKHPHV��L�H��VFKHPHV�DSSOLFDEOH�WR�D�EURDG
VSHFWUXP�RI�60(V��DUH�PRUH�DSSURSULDWH�IRU�DFKLHYLQJ�JRDOV�VXFK�DV�MRE
FUHDWLRQ�WKDQ�IRU�WKH�SURPRWLRQ�RI�5	'�VSHQGLQJ���2QH�UHDVRQ�IRU�WKLV�LV
WKDW�WKH�SURSRUWLRQ�RI�5	'�LQWHQVLYH�ILUPV�EHQHILWLQJ�IURP�WKLV�W\SH�RI�VFKHPH�LV
VPDOO���7KXV�WKH�LPSDFW�RI�DQ�LQFUHDVH�LQ�WKH�VL]H�RI�WKHVH�SURJUDPPHV�RQ�5	'
LQYHVWPHQW�ZLOO�DOVR�EH�VPDOO���$�VHFRQG�UHDVRQ�LV�WKDW�PRVW�EDQNV�DUH�QRW
HTXLSSHG�WR�MXGJH�WKH�ULVNV�RI�5	'�LQYHVWPHQW���+RZHYHU��0HPEHU�6WDWHV�VXFK
DV�*HUPDQ\�DQG�$XVWULD�KDYH�KDG�VRPH�VXFFHVV�ZLWK�LQQRYDWLRQ�ORDQ�JXDUDQWHH
SURJUDPPHV��RU�SURJUDPPHV�ZLWK�D�ORDQ�JXDUDQWHH�FRPSRQHQW��ZKLFK�DUH
VSHFLILFDOO\�WDUJHWHG�DW�WKH�ILQDQFLQJ�RI�5	'�SURMHFWV�LQ�HVWDEOLVKHG�60(V���7KHVH
SURJUDPPHV�LQFOXGH�PHFKDQLVPV�IRU�WKH�HYDOXDWLRQ�RI�WHFKQRORJ\�ULVN���6XSSRUW
IRU�WKHVH�SURMHFWV�LV�OHVV�ULVN\�WKDQ�ILQDQFLQJ�VWDUW�XSV�EHFDXVH�HVWDEOLVKHG�60(V
WHQG�WR�KDYH�HQRXJK�UHVRXUFHV�WR�DEVRUE�ORVVHV�IURP�IDLOHG�SURMHFWV�
)XUWKHUPRUH��5	'�SURMHFWV�XQGHUWDNHQ�E\�HVWDEOLVKHG�60(V�DUH�W\SLFDOO\
LQFUHPHQWDO�LPSURYHPHQWV�RI�H[LVWLQJ�SURGXFWV�DQG�VHUYLFHV�WKDW�LQYROYH�ORZHU
OHYHOV�RI�ULVN���0HPEHU�6WDWHV�ZLWKRXW�D�WDUJHWHG�LQQRYDWLRQ�ORDQ
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JXDUDQWHH�VFKHPH�VKRXOG�WKXV�FRQVLGHU�WKH�HVWDEOLVKPHQW�RI�VXFK�D
SURJUDPPH���$OWHUQDWLYHO\��0HPEHU�6WDWHV�ZLWK�H[LVWLQJ�KRUL]RQWDO
JXDUDQWHH�SURJUDPPHV�VKRXOG�FRQVLGHU�LQWURGXFLQJ�VSHFLDO�SURYLVLRQV
IRU�5	'�UHODWHG�LQYHVWPHQWV���7KLV�FRXOG�EH�GRQH�HLWKHU�E\�LQWURGXFLQJ
PRUH�JHQHURXV�ULVN�FULWHULD�IRU�5	'�LQWHQVLYH�FRPSDQLHV�RU�E\�GHILQLQJ
DQ�DGGLWLRQDO�JXDUDQWHH�WULJJHU�VXFK�DV�WKH�IDLOXUH�RI�WKH�5	'�SURMHFW�
7KH�(,)�VKRXOG�VXSSRUW�GHYHORSPHQWV�VXFK�DV�WKHVH�E\�SURYLGLQJ
FRXQWHU�JXDUDQWHHV�IRU�QHZ�QDWLRQDO�DQG�UHJLRQDO�LQQRYDWLRQ�ORDQ
JXDUDQWHH�SURJUDPPHV��RU�IRU�KRUL]RQWDO�SURJUDPPHV�ZLWK�VSHFLDO
SURYLVLRQV�IRU�5	'�UHODWHG�LQYHVWPHQWV���7KH�(,)�LV�DOUHDG\�LQYROYHG�LQ�WKH
SURYLVLRQ�RI�FRXQWHU�JXDUDQWHHV�WR�KRUL]RQWDO�ORDQ�JXDUDQWHH�SURJUDPPHV�XQGHU
D�PDQGDWH�IURP�WKH�(XURSHDQ�&RPPLVVLRQ¶V�0XOWL�DQQXDO�3URJUDPPH���&XUUHQW
UHJXODWLRQV�DQG�WKH�&RPPLVVLRQ¶V�PDQGDWH�WR�WKH�(,)�VKRXOG�EH�H[DPLQHG�DQG��LI
QHFHVVDU\��PRGLILHG�WR�DOORZ�WKH�(,)�WR�SURYLGH�FRXQWHU�JXDUDQWHHV�VSHFLILFDOO\
IRU�LQQRYDWLRQ�ORDQ�JXDUDQWHHV�

,QQRYDWLYH�)LQDQFLDO�3UDFWLFHV

7KH�IORZ�RI�ILQDQFH�WR�LQQRYDWLQJ�60(V��DQG�SHUKDSV�WR�ODUJHU�ILUPV�DV�ZHOO�
FRXOG�EH�XVHIXOO\�VWLPXODWHG�YLD�WKH�EURDGHU�XVH�RI�LQQRYDWLYH�ILQDQFLDO�SUDFWLFHV
DQG�SURGXFWV���2QH�SRVVLELOLW\�LV�WKH�VHFXULWLVDWLRQ�RI�60(�ORDQ�SRROV��ZKLFK
W\SLFDOO\�LQFOXGH�VRPH�ORDQV�IRU�5	'�DQG�LQQRYDWLRQ��DQG�ZKLFK�KDYH�DOUHDG\
EHHQ�UHSHDWHGO\�XVHG�LQ�*HUPDQ\���7KH�H[SHULHQFH�WR�GDWH�ZLWK�ORDQ�SRRO
VHFXULWLVDWLRQ�VKRXOG�WKXV�EH�H[DPLQHG�ZLWK�DQ�H\H�WR�WKH�H[SDQGHG�XVH�RI
VHFXULWLVDWLRQ�DW�D�QDWLRQDO�OHYHO�DQG��EDFNHG�E\�WKH�(,)��DW�(XURSHDQ�OHYHO�
0HPEHU�6WDWHV�VKRXOG�WKHQ�FRQVLGHU�EURDGHQLQJ�WKH�UHPLW�RI�H[LVWLQJ
DJHQFLHV�RU�GHYHORSPHQW�EDQNV�WR�LQFOXGH�ORDQ�VHFXULWLVDWLRQ�
7KH�(,)�FRXOG�VXSSRUW�WKLV�GHYHORSPHQW�E\�SDUWLFLSDWLQJ�LQ
VHFXULWLVDWLRQ��DV�LW�KDV�GRQH�DOUHDG\�LQ�D�QXPEHU�RI�(8�FRXQWULHV���7KH
(XURSHDQ�&RPPLVVLRQ�VKRXOG�HVWDEOLVK�D�PDQGDWH�IRU�WKH�(,)�DQG�SURYLGH�WKH
QHFHVVDU\�ILQDQFLQJ�WR�PDQDJH�D�QHZ�IDFLOLW\�VSHFLILFDOO\�IRU�ORDQ�VHFXULWLVDWLRQ�
$V�SDUW�RI�WKH�VHFXULWLVDWLRQ�LQLWLDWLYH��WKH�SRVVLELOLW\�RI�FUHDWLQJ�D�SDQ�
(XURSHDQ�PDUNHW�IRU�WKH�UDWLQJ��LQFOXGLQJ�WHFKQRORJ\�UDWLQJ��RI�60(V
VKRXOG�EH�FRQVLGHUHG���,QDVPXFK�DV�WKLV�ZRXOG�KHOS�SXEOLF�JXDUDQWHH
LQVWLWXWLRQV�WR�DVVHVV�ULVNV��SXEOLF�DJHQFLHV�VKRXOG�FRQVLGHU�EHDULQJ�DW
OHDVW�D�SRUWLRQ�RI�WKH�FRVWV�RI�VXFK�D�VFKHPH��ZKLFK�FDQ�EH�KLJK�UHODWLYH
WR�WKH�UHVRXUFHV�RI�60(V�
$�VHFRQG�SURGXFW��ZKLFK�KDV�QRW�\HW�EHHQ�ZLGHO\�XVHG�EXW�ZKLFK�LQ�SULQFLSOH
FRXOG�VXSSRUW�5	'�ILQDQFH��LV�DQ�LQVXUDQFH�SURGXFW�WKDW�ZRXOG�LQVXUH�FRPSDQLHV
DJDLQVW�WKH�ULVN�RI�IDLOXUH�RI�5	'�SURMHFWV���6LQFH�WKLV�LV�D�SURGXFW�SULPDULO\
RIIHUHG�E\�WKH�SULYDWH�VHFWRU��WKH�(XURSHDQ�&RPPLVVLRQ�FDQ�EHVW�VXSSRUW�LW
E\�PRQLWRULQJ�LWV�XVH�LQ�RWKHU�FRXQWULHV�DQG�E\�HQFRXUDJLQJ�D
GLVFXVVLRQ�RI�LWV�PHULWV�



���

������&RPELQLQJ�3ROLFLHV

7KH�SRLQW�ZDV�PDGH�LQ�6HFWLRQ���WKDW�WKH�FRPSOH[LW\�RI�LQQRYDWLRQ�V\VWHPV
LPSOLHV�WKDW�PXOWLSOH�SROLF\�LQVWUXPHQWV�DUH�QHHGHG�WR�PDLQWDLQ�DQG�QXUWXUH
WKHP��DQG�WKDW�DSSURSULDWH�SROLF\�PL[HV�LQFOXGH�LQVWUXPHQWV�ZKLFK�WDFNOH�ERWK
IUDPHZRUN�FRQGLWLRQV��DV�GLVFXVVHG�LQ�6HFWLRQ����DQG�PRUH�IRFXVHG�ILQDQFLDO�DQG
ILVFDO�LQVWUXPHQWV�RI�WKH�W\SHV�GLVFXVVHG�LQ�6HFWLRQ�����7KH�YHU\�FRPSOH[LW\�RI
LQQRYDWLRQ�V\VWHPV��KRZHYHU��LV�DOVR�RQH�RI�WKH�IDFWRUV�XQGHUSLQQLQJ�WKHLU
GLYHUVLW\�DQG�OHDGV�WR�WKH�REVHUYDWLRQ�WKDW�QR�RQH�LQQRYDWLRQ�V\VWHP��ZKHWKHU
GHILQHG�DW�UHJLRQDO��QDWLRQDO�RU�LQWHUQDWLRQDO�OHYHO��LV�H[DFWO\�WKH�VDPH�DV�DQRWKHU�
8QIRUWXQDWHO\��WKH�QDWXUDO�FRUROODU\�LV�WKDW�DSSURSULDWH�SROLF\�PL[HV�DOVR�GLIIHU�RQ
D�FDVH�E\�FDVH�EDVLV�±�D�VLWXDWLRQ�UHLQIRUFHG�E\�WKH�IDFW�WKDW�WKH�KLVWRULFDO
HYROXWLRQ�RI�VFLHQFH��WHFKQRORJ\�DQG�LQQRYDWLRQ�JRYHUQDQFH�VWUXFWXUHV�DQG�SROLF\
GHOLYHU\�PHFKDQLVPV�DOVR�SOD\V�D�SDUW�LQ�GHWHUPLQLQJ�WKH�DSSURSULDWHQHVV�RI�D
JLYHQ�SROLF\�PL[�
:KLOH�LW�LV�FHUWDLQO\�WUXH��WKHUHIRUH��WR�FRQFOXGH�WKDW�SROLF\�PL[HV�WKDW�ZRUN�LQ�RQH
VHWWLQJ�FDQQRW�DQG�VKRXOG�QRW�EH�WUDQVIHUUHG�ZKROHVDOH�WR�GLIIHUHQW�VHWWLQJV��WKLV
GRHV�QRW�PHDQ�WKDW�XVHIXO�OHVVRQV�FRQFHUQLQJ�WKH�DSSURSULDWHQHVV�RI�SDUWLFXODU
SROLF\�PL[HV�FDQQRW�EH�JOHDQHG�E\�FRQVLGHUDWLRQ�RI�WKHLU�HIILFDF\�LQ�RWKHU
VHWWLQJV���1HLWKHU�GRHV�LW�PHDQ�WKDW�WKH�SURFHVV�RI�SROLF\PDNLQJ�FDQQRW�EHQHILW
IURP�WKH�XVH�RI�VLPSOH�DQDO\WLFDO�JXLGHOLQHV��QRU�WKDW�JRYHUQDQFH�VWUXFWXUHV�DQG
SURFHGXUHV�FDQQRW�EH�LPSURYHG�YLD�FRPSDULVRQ�ZLWK�VWUXFWXUHV�DQG�SURFHGXUHV
HOVHZKHUH���,Q�WKH�UHPDLQGHU�RI�WKLV�VHFWLRQ��WKHUHIRUH��VRPH�RI�WKH�SROLF\�PL[HV
XVHG�DURXQG�WKH�ZRUOG�DUH�FRPSDUHG�DQG�FRQWUDVWHG�DQG�WKH�SRWHQWLDO�RI
GLIIHUHQW�FRPELQDWLRQV�GHVLJQHG�WR�LQFUHDVH�5	'�LQYHVWPHQW�OHYHOV�H[SORUHG�
*XLGHOLQHV�FRQFHUQLQJ�ZD\V�RI�WDFNOLQJ�WKH�SUREOHP�LQ�GLIIHUHQW�VHWWLQJV�DUH�DOVR
GLVFXVVHG�DQG�FRPPHQWDU\�RIIHUHG�RQ�LVVXHV�RI�GHOLYHU\��FRRUGLQDWLRQ�DQG
JRYHUQDQFH�RI�SDUWLFXODU�UHOHYDQFH�WR�WKH�UDLVLQJ�RI�5	'�LQYHVWPHQW�OHYHOV�

������1DWLRQDO�3ROLF\�&RPELQDWLRQV
7KH�UDQJH�RI�SROLF\�PL[HV�LQ�RSHUDWLRQ�DURXQG�WKH�ZRUOG�LV�HYLGHQW�IURP�([KLELW
�����ZKLFK�LV�EDVHG�RQ�D�UHYLHZ�RI�WHFKQRORJ\�SROLF\�LQVWUXPHQWV�XQGHUWDNHQ�E\
7HFKQRSROLV�%�9��RQ�EHKDOI�RI�WKH�'XWFK�0LQLVWU\�RI�(FRQRPLF�$IIDLUV���,W�IRFXVHV
RQ�QDWLRQDO�SROLF\�PL[HV�LQ�VXSSRUW�RI�LQGXVWU\�RULHQWHG�5	'�DQG�LQQRYDWLRQ�DQG
PDSV�VSHFLILF�SROLF\�REMHFWLYHV�DJDLQVW�ILYH�PDLQ�SROLF\�GHOLYHU\�PHFKDQLVPV�
7KH�ILUVW�SRLQW�WR�QRWH�LV�WKDW�WKH�SROLF\�PL[HV�HPSOR\HG�GR�YDU\�FRQVLGHUDEO\
IURP�RQH�FRQWH[W�WR�DQRWKHU���6XSSRUW�IRU�5	'�SURMHFWV�LQ�VLQJOH�ILUPV��SHUKDSV
WKH�PRVW�FRQYHQWLRQDO�IRFXV�RI�VFLHQFH��WHFKQRORJ\�DQG�LQQRYDWLRQ�SROLFLHV�RYHU
WKH�ODVW�WKLUW\�\HDUV�RU�VR��UHPDLQV�WKH�PRVW�FRPPRQ�SROLF\�REMHFWLYH�LQ�DOO
FRXQWULHV��WKRXJK�WKH�GHOLYHU\�PHFKDQLVPV�YDU\���7D[�UHODWHG�PHDVXUHV�DUH�WKH
PRVW�SRSXODU�ZD\�RI�GHOLYHULQJ�WKLV�IRUP�RI�VXSSRUW�LQ�VL[�RI�WKH�VHYHQ�FRXQWULHV
VXUYH\HG��WKRXJK�VKDUHV�LQ�WKH�WRWDO�LQQRYDWLRQ�EXGJHW�UDQJH�IURP�D�KLJK�RI����
LQ�1HZ�=HDODQG�WR�����LQ�WKH�86$�DQG�WKH�DEVHQFH�RI�DQ\�5	'�UHODWHG�WD[
PHDVXUHV�LQ�)LQODQG���7KH�GRPLQDQFH�RI�WKLV�GHOLYHU\�PHFKDQLVP�LQ�WKH�8.�LV�DOVR
D�YHU\�UHFHQW�SKHQRPHQRQ�
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([KLELW�������1DWLRQDO�3ROLF\�0L[HV�LQ�6XSSRUW�RI�,QGXVWU\�RULHQWHG
5	'�DQG�,QQRYDWLRQ

�3HUFHQWDJH�RI�7RWDO�,QQRYDWLRQ�%XGJHW�
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6RXUFH��$GDSWHG�IURP�%RHNKROW��3��HW�DO���������µ$Q�LQWHUQDWLRQDO�UHYLHZ�RI
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'LUHFW�VXEVLGLHV�WR�VLQJOH�ILUPV�DUH�VWLOO�FRPPRQSODFH�LQ�WKH�86$�DQG�$XVWUDOLD�
EXW�WKHLU�VLJQLILFDQFH�KDV�ZDQHG�LQ�WKH�RWKHU�FRXQWULHV���,Q�)UDQFH�DQG�)LQODQG�
IRU�H[DPSOH��PXFK�PRUH�HPSKDVLV�LV�SODFHG�RQ�WKH�XVH�RI�FUHGLWV�DQG�ORDQV�
WKRXJK�VXEVLGLHV�DUH�VWLOO�XVHG��SDUWLFXODUO\�LQ�)LQODQG�DQG�WKH�1HWKHUODQGV��WR
VXSSRUW�FROODERUDWLYH�5	'���)RU�WKH�(8�FRXQWULHV�WRR��LW�VKRXOG�EH�QRWHG�WKDW
FROODERUDWLYH�5	'�VXEVLGLHV�DUH�DOVR�DYDLODEOH�YLD�)UDPHZRUN�3URJUDPPH
IXQGLQJ�
7KH�UHPDLQLQJ�EXGJHWV�LQ�DOO�WKH�FRXQWULHV�DUH�VSUHDG�TXLWH�WKLQO\�RYHU�D�EURDG
UDQJH�RI�PHDVXUHV�DQG�SROLF\�REMHFWLYHV��ZLWK�WKH�VSUHDG�PRVW�QRWLFHDEOH�LQ�WKH
86$������RI�WKH�EXGJHW�LV�VSUHDG�RYHU�REMHFWLYHV�RWKHU�WKDQ�VXSSRUW�IRU�5	'
SURMHFWV�LQ�VLQJOH�ILUPV��DQG�OHDVW�VR�LQ�1HZ�=HDODQG��RQO\����RQ�WKH
FRUUHVSRQGLQJ�VHW�RI�REMHFWLYHV����7KHUH�DUH�IHZ�FRPPRQDOLWLHV�LQ�WKH�SDWWHUQ�RI
H[SHQGLWXUH�DFURVV�WKH�FRXQWULHV�DQG�IHZ�KLJKOLJKWV�RWKHU�WKDQ�WKH�����VSHQW�E\
)UDQFH�DQG�����E\�WKH�1HWKHUODQGV�RQ�FUHGLW�DQG�ORDQ�VFKHPHV�GHVLJQHG�WR
FRXQWHU�WKH�KLJK�ULVNV�DVVRFLDWHG�ZLWK�KLJK�WHFKQRORJ\�VWDUW�XSV��WKH�����VSHQW
E\�WKH�8.�RQ�VFKHPHV�GHVLJQHG�WR�HQKDQFH�WKH�H[SORLWDWLRQ�DQG
FRPPHUFLDOLVDWLRQ�RI�SXEOLF�VHFWRU�5	'��DQG�WKH�����VSHQW�LQ�WKH�86$�RQ
LQLWLDWLYHV�GHVLJQHG�WR�LPSURYH�WKH�IUDPHZRUN�FRQGLWLRQV�IRU�KLJK�WHFKQRORJ\
VWDUWHUV�
$QRWKHU�SRLQW�ZRUWK\�RI�DWWHQWLRQ�LV�WKH�JURZLQJ�IRFXV�RQ�LQWHJUDWHG�SDFNDJHV�
L�H��SURJUDPPHV�ZKLFK�FRQWDLQ�D�YDULHW\�RI�GHOLYHU\�PHFKDQLVPV�WDUJHWHG�DW
VSHFLILF�JURXSV��VHFWRUV��UHJLRQV�RU�SUREOHPV���7KHVH�WDNH�XS�����RI�WKH�EXGJHW
LQ�$XVWUDOLD������LQ�WKH�8.�DQG�����LQ�WKH�86$���,Q�WKH�8.��LQWHJUDWHG�SDFNDJHV
DLPHG�DW�LQFUHDVLQJ�WKH�DEVRUSWLYH�FDSDFLW\�RI�LQGXVWU\��L�H��WKH�DELOLW\�RI
FRPSDQLHV�WR�DGRSW�DQG�XWLOLVH�LQQRYDWLRQV�HIIHFWLYHO\��DFFRXQW�IRU�����RI�WKH
EXGJHW��ZLWK�)UDQFH�VSHQGLQJ�����RQ�VLPLODU�LQLWLDWLYHV���$�IXUWKHU�����RI�WKH
8.�EXGJHW�LV�VSHQW�RQ�LQWHJUDWHG�SDFNDJHV�GHVLJQHG�WR�VXSSRUW�KLJK�WHFK�VWDUW�
XSV�
$OWKRXJK�WKH�SDWWHUQV�RI�H[SHQGLWXUH�GLIIHU�DFURVV�FRXQWULHV��YDOXDEOH�OHVVRQV
FRQFHUQLQJ�WKH�LVVXH�RI�DSSURSULDWHQHVV�FDQ�EH�GUDZQ�IURP�DQ�H[DPLQDWLRQ�RI
WKH�UDWLRQDOHV�GHWHUPLQLQJ�WKH�SROLF\�PL[�LQ�LQGLYLGXDO�FRXQWULHV���7KH�UHODWLYH
DEVHQFH�RI�FUHGLW�DQG�ORDQ�VFKHPHV�RU�PHDVXUHV�DGGUHVVLQJ�PLVPDWFKHV�LQ�ULVN
FDSLWDO�PDUNHWV�LQ�WKH�86$��IRU�H[DPSOH��KDV�PXFK�WR�GR�ZLWK�WKH�ODFN�RI�PDUNHW
IDLOXUHV�LQ�WKHVH�DUHDV�DQG�WKH�UHODWLYH�HDVH�ZLWK�ZKLFK�ILUPV�FDQ�JDLQ�DFFHVV�WR
FDSLWDO�LQ�WKH�DEVHQFH�RI�SXEOLF�PHDVXUHV���7KLV�FRQWUDVWV�PDUNHGO\�ZLWK�WKH
FRUUHVSRQGLQJ�VLWXDWLRQV�LQ�)LQODQG�DQG�)UDQFH��ZKHUH�WKH�SXEOLF�VHFWRU¶V�XVH�RI
FUHGLW�DQG�ORDQ�VFKHPHV�FRPSHQVDWHV�IRU�WKH�FRQVHUYDWLVP�DQG�ULVN�DYRLGDQFH�RI
SULYDWH�VHFWRU�ILQDQFLDO�LQVWLWXWLRQV���,Q�WKH�8.��PHDVXUHV�WR�VWLPXODWH�ULVN�FDSLWDO
PDUNHWV�SOD\�D�VLPLODU�UROH�
6LPLODUO\��WKH�GLVWLQFWLYH�SDWWHUQ�RI�H[SHQGLWXUH�LQ�)LQODQG��ZLWK�����RI�WKH
EXGJHW�JRLQJ�DOPRVW�HTXDOO\�WR�VXSSRUW�IRU�5	'�SURMHFWV�LQ�VLQJOH�ILUPV�DQG�WR
FROODERUDWLYH�SURMHFWV��LV�D�FRQVHTXHQFH�RI�ZHDNQHVVHV�LQ�LWV�LQGXVWULDO�VWUXFWXUH
�YHU\�IHZ�ODUJH�UHVHDUFK�LQWHQVLYH�01&V��D�PRGHVW�QXPEHU�RI�PHGLXP�VL]HG
IRUPV�DQG�PDQ\�60(V�ZLWK�OLPLWHG�5	'�FDSDELOLWLHV��DQG�WKH�UHVXOW�RI�D
GHWHUPLQHG�HIIRUW�WR�LQFUHDVH�WKH�WHFKQRORJLFDO�FDSDELOLW\�RI�LQGXVWU\�LQ�NH\�DUHDV
RYHU�DQG�DERYH�DOO�RWKHU�SROLF\�REMHFWLYHV���)RU�H[DPSOH��PDQ\�RI�WKH
SURJUDPPHV�ODXQFKHG�E\�7(.(6��WKH�)LQQLVK�1DWLRQDO�7HFKQRORJ\�$JHQF\��WKXV
FRQWDLQ�FROODERUDWLYH�SURMHFWV�WKDW�DUH�GHOLEHUDWHO\�PHDQW�WR�HQFRXUDJH
FROODERUDWLRQ�EHWZHHQ�SLYRWDO�ILUPV�VXFK�DV�1RNLD��PHPEHUV��DFWXDO�DQG
SRWHQWLDO��RI�LWV�VXSSO\�FKDLQ�DQG�NH\�FHQWUHV�RI�DFDGHPLF�DQG�SXEOLF�VHFWRU
UHVHDUFK�H[FHOOHQFH���,Q�SDUDOOHO��RWKHU�VFKHPHV�HQVXUH�WKDW�FUHGLWV�DQG�ORDQV�DUH
DYDLODEOH�WR�VXSSRUW�ZRUN�DW�WKH�FRPPHUFLDOLVDWLRQ�HQG�RI�WKH�VSHFWUXP�
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,Q�GLVWLQFW�FRQWUDVW��FRXQWULHV�VXFK�DV�WKH�8.�DQG�WKH�86$�HPSOR\�D�PXFK
EURDGHU�VSHFWUXP�RI�LQVWUXPHQWV�SUHFLVHO\�EHFDXVH�UHODWLYH�ZHDNQHVVHV�LQ�WKHLU
LQQRYDWLRQ�V\VWHPV�DUH�OHVV�IRFXVHG�DQG�PRUH�GLIIXVH�DQG�YDULHG���7KH
UHTXLUHPHQW��KHUH��WKHUHIRUH��LV�IRU�PXOWLSOH�LQVWUXPHQWV�WR�WDFNOH�PXOWLSOH
SUREOHPV��ILJKWLQJ�ILUHV�DV�DQG�ZKHQ�WKH\�DULVH���7KLV�DOVR�KLJKOLJKWV�WKH�WHPSRUDO
DVSHFW�RI�SROLF\�PL[HV��IRU�DSSURSULDWHQHVV�REYLRXVO\�YDULHV�RYHU�WLPH�DV�VRPH
ILUHV�DUH�H[WLQJXLVKHG�DQG�RWKHUV�LJQLWH���'XULQJ�WKH�����V��WKH�8.�PDGH
H[WHQVLYH�XVH�RI�VLQJOH�ILUP�5	'�VXSSRUW�VFKHPHV�EXW�VKLIWHG�WKH�SROLF\�IRFXV�WR
FROODERUDWLYH�5	'�VFKHPHV�LQ�VWUDWHJLF�DUHDV�GXULQJ�WKH�����V�DQG�����V�LQ�DQ
DWWHPSW�WR�JURZ�FRPSHWHQFH�LQ�VSHFLILF�WHFKQRORJLHV�YLD�VWUDWHJLHV�EDVHG�RQ
NQRZOHGJH�VKDULQJ���/DWWHUO\��KRZHYHU��QDWLRQDO�VXSSRUW�IRU�FROODERUDWLYH�5	'
KDV�ZDQHG��FRPSHQVDWHG�IRU�LQ�SDUW�E\�WKH�VWURQJ�LQYROYHPHQW�RI�8.�ILUPV�DQG
LQVWLWXWLRQV�LQ�(8�ZLGH�VFKHPHV��DQG�EHHQ�UHSODFHG�E\�SROLFLHV�GHVLJQHG�WR�UDLVH
RYHUDOO�5	'�OHYHOV�YLD�QRQ�VHFWRU�VSHFLILF�WD[�LQFHQWLYHV�

������3ROLF\�0L[HV�IRU�6WLPXODWLQJ�5	'�,QYHVWPHQW
$OWKRXJK�KLQWV�DQG�WLSV�FRQFHUQLQJ�WKH�DSSURSULDWHQHVV�RI�SDUWLFXODU�W\SHV�RI
LQVWUXPHQW�FDQ�EH�SLFNHG�XS�IURP�D�FDUHIXO�DQDO\VLV�RI�WKH�GULYHUV�JRYHUQLQJ�WKH
IRUPXODWLRQ�RI�SDUWLFXODU�QDWLRQDO�SROLF\�PL[HV��WKH�PDLQ�OHVVRQ�LV�WKDW�WKH�PRVW
DSSURSULDWH�SROLFLHV�DUH�DOZD\V�EDVHG�RQ�D�VRXQG�DQDO\VLV�RI�WKH�SUREOHPV
SHUWLQHQW�WR�DQ\�RQH�FRQWH[W�
,Q�WKLV�VSLULW��([KLELW�����LV�EDVHG�RQ�WKH�DQDO\VLV�LQ�6HFWLRQ���RI�WKH�(8�5	'
LQYHVWPHQW�GLOHPPD�DQG�WKH�UHYLHZV�RI�SROLF\�LQVWUXPHQWV�DQG�UHODWHG�LVVXHV
FRQGXFWHG�LQ�6HFWLRQV���DQG�����,Q�VKRUW��LW�PDSV�SROLFLHV�RQWR�SUREOHPV�
LQGLFDWLQJ�YLD�D�VLPSOH�FRORXU�VFKHPH�WKH�VXLWDELOLW\�RU�UHODWLYH�LPSRUWDQFH�RI
SDUWLFXODU�SROLF\�LQVWUXPHQWV�WR�WKH�VROXWLRQ�RI�VRPH�RI�WKH�SUREOHPV�ZKLFK
FXUUHQWO\�XQGHUSLQ�WKH�UHODWLYHO\�ORZ�5	'�LQWHQVLW\�RI�WKH�(8�FRPSDUHG�WR�WKH
86$�DQG�-DSDQ��DQG�ZKLFK�KDYH�WR�EH�UHVROYHG�LI�WKH�(8�LV�WR�FORVH�WKH�JDS�RYHU
WKH�FRPLQJ�\HDUV���,W�LV�EDVHG�RQ�DQ�(8�ZLGH�SHUVSHFWLYH�DQG�VKRXOG�QRW
EH�PLVLQWHUSUHWHG�DV�D�SUHVFULSWLRQ�IRU�LQGLYLGXDO�QDWLRQDO�RU�UHJLRQDO
SROLF\�PL[HV���,W�VLPSO\�GHSLFWV�WKH�DJJUHJDWH�SLFWXUH�WR�ZKLFK�WKH�VXP
RI�(8�SROLFLHV�VKRXOG�DVSLUH�LI�WKH�(8�LV�WR�ULVH�WR�WKH����FKDOOHQJH�
7KH�SUREOHPV�WR�EH�UHVROYHG�DUH�WKRVH�ILUVW�RXWOLQHG�LQ�6HFWLRQ����QDPHO\�

• 0DNLQJ�WKH�(8�DQ�DWWUDFWLYH�ORFDWLRQ�IRU�KLJKO\�5	'�LQWHQVLYH�01&V�WR
FRQVROLGDWH�RU�UHORFDWH�5	'�FDSDFLW\�

• ,QFUHDVLQJ�5	'�LQYHVWPHQW�DPRQJVW�WKH�H[LVWLQJ�SRSXODWLRQ�RI
PRGHUDWHO\�5	'�LQWHQVLYH�LQGLJHQRXV�ILUPV�

• &UHDWLQJ�D�IDYRXUDEOH�HQYLURQPHQW�IRU�QHZ�DQG�H[LVWLQJ�5	'�LQWHQVLYH
60(V�

• ,QLWLDWLQJ�5	'�DFWLYLWLHV�LQ�WUDGLWLRQDOO\�ORZ�5	'�LQWHQVLYH�ILUPV�DQG
VHFWRUV�

,Q�WXUQ��WKH�SROLFLHV�UHSUHVHQWHG�LQ�WKH�([KLELW�DUH�WKH�PRVW�LPSRUWDQW�RI�WKRVH
GLVFXVVHG�LQ�6HFWLRQ����L�H��WKRVH�UHODWLQJ�WR�)UDPHZRUN�&RQGLWLRQV��DQG�6HFWLRQ
���L�H��ILQDQFLDO�DQG�ILVFDO�LQVWUXPHQWV�
,W�LV�REYLRXV�IURP�HYHQ�FXUVRU\�VFUXWLQ\�RI�WKH�([KLELW�WKDW�QR�RQH�LQVWUXPHQW�LV
KLJKO\�UHOHYDQW�WR�WKH�VROXWLRQ�RI�SROLF\�GLOHPPDV�LQ�DOO�IRXU�SUREOHP�DUHDV�
6RPH�SROLFLHV�DUH�FRQVLGHUHG�LPSRUWDQW�WR�SUREOHP�UHVROXWLRQ�LQ�DOO�DUHDV��EXW
QRQH�DUH�FRQVLGHUHG�KLJKO\�UHOHYDQW�LQ�DOO�IRXU�DUHDV���6LPLODUO\��HDFK�SUREOHP
DUHD�LV�OLNHO\�WR�UHTXLUH�D�YHU\�GLIIHUHQW�FRPELQDWLRQ�RI�SROLF\�LQVWUXPHQWV�LQ�LWV
UHVROXWLRQ���&RQVLGHU�HDFK�SUREOHP�DUHD�LQ�WXUQ�
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([KLELW�������0DWFKLQJ�3ROLFLHV�WR�3UREOHPV
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6\VWHPLF�6ROXWLRQV��ìjß'÷�ájô�ý ôWâWê¯ÿWý ÞtÜ ú ô�Ý±ñªíå�ý üjí$Ü ì�ÝÖÿtô�ý à ß'à ìjí

.H\��,PSRUWDQFH�RI�3ROLF\�,QVWUXPHQW
��ì�Ý ê¡ë7ñ¡éjô�Ý Ü Þ�átÜ
ë7ñ¡éjô�Ý Ü Þ�átÜ
ó<ìjí<í�ë7ñ¡éjô�Ý Ü Þ�átÜ
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��������$WWUDFWLQJ�01&�5	'�&DSDFLW\
7KH�PRVW�LPSRUWDQW�DQG�UHOHYDQW�SROLF\�LQVWUXPHQWV�KHUH�DUH�SUREDEO\�WKRVH
GHVLJQHG�WR�ERRVW�FDSDELOLWLHV�LQ�SXEOLF�VHFWRU�UHVHDUFK�DQG�HGXFDWLRQDO
HVWDEOLVKPHQWV�DQG�LQFUHDVH�WKH�SRWHQWLDO�IRU�WKHLU�LQWHUDFWLRQ�ZLWK�LQGXVWU\�
,QGXVWU\�LV�DWWUDFWHG�E\�FULWLFDO�PDVVHV�RI�EUDLQSRZHU�WKDW�LW�FDQ�HLWKHU
FROODERUDWH�ZLWK�RU�UHFUXLW���+XPDQ�UHVRXUFH�SROLFLHV�WR�LPSURYH�WKH�TXDOLW\�RI
5	'�SHUVRQQHO�DQG�SROLFLHV�GHVLJQHG�VSHFLILFDOO\�WR�FRQFHQWUDWH�WKHVH�KXPDQ
UHVRXUFHV�LQ�D�IHZ�FHQWUHV�RI�H[FHOOHQFH�RI�ZRUOG�UHQRZQ�DUH�ERWK�YHU\�LPSRUWDQW
LQJUHGLHQWV���7KH�H[LVWHQFH�RI�FROODERUDWLYH�5	'�LQLWLDWLYHV�LV�QRW�LQ�LWVHOI�D
SRZHUIXO�HQRXJK�LQFHQWLYH�IRU�01&V�WR�UHORFDWH��EXW�WKH\�DUH�VWLOO�LPSRUWDQW
FKDQQHOV�DOORZLQJ�DFFHVV�WR�WKH�VFLHQFH�EDVH�RQFH�LQGXVWULDO�UHVHDUFK�XQLWV�KDYH
EHHQ�HVWDEOLVKHG���6WDWH�$LG�UXOHV�WKDW�WUHDW�LQGXVWU\�RULHQWHG�5	'�LQ�VXFK
SURJUDPPHV�PRUH�JHQHURXVO\�ZRXOG�DOVR�EH�ORRNHG�XSRQ�IDYRXUDEO\�E\�ODUJH
01&V���3XEOLF�SURFXUHPHQW�SROLFLHV�WKDW�HPSKDVLVH�LQQRYDWLRQ�DQG�GHPDQG�5	'
LQSXWV�DUH�DOVR�SRWHQW�LQVWUXPHQWV��IRU�WKHVH�FDQ�DFW�DV�VWURQJ�LQFHQWLYHV�IRU
01&V�WR�ORFDWH�5	'�FDSDFLW\�QHDU�WR�WKH�VRXUFH�RI�OXFUDWLYH�PDUNHWV���7KH�OHDG
PDUNHWV�WKDW�SURFXUHPHQW�SROLFLHV�FDQ�FUHDWH�DUH�DOVR�SRZHUIXO�PDJQHWV�IRU
01&V�ZLVKLQJ�WR�OHDUQ�IURP�IRUHLJQ�OHDG�FXVWRPHUV��)DYRXUDEOH�UHJXODWRU\
HQYLURQPHQWV�WKDW�ERWK�UHGXFH�WKH�UHJXODWRU\�EXUGHQ�RQ�ILUPV�DQG�HQFRXUDJH
WKH�JURZWK�RI�QHZ�OHDG�PDUNHWV�DUH�DOVR�DQ�DWWUDFWLYH�SURSRVLWLRQ���)LQDOO\��LQ
DGGLWLRQ�WR�DOO�WKHVH�YHU\�LPSRUWDQW�PHDVXUHV��QXPHURXV�RWKHU�VXSSRUW
PHFKDQLVPV�DQG�FKDQJHV�WR�IUDPHZRUN�FRQGLWLRQV�ZRXOG�DOVR�FRQWULEXWH�JUHDWO\
WR�WKH�RYHUDOO�JRDO�RI�PDNLQJ�WKH�(8�D�PRUH�DWWUDFWLYH�SODFH�LQ�ZKLFK�WR�FRQGXFW
5	'�

��������,QFUHDVLQJ�([LVWLQJ�5	'�,QYHVWPHQW
6RPH�RI�WKH�PRVW�FULWLFDO�LQVWUXPHQWV�XVHG�WR�DWWUDFW�01&V�WR�H[SDQG�5	'
FDSDFLW\�LQ�(XURSH�DUH�DOVR�HPLQHQWO\�FDSDEOH�RI�UDLVLQJ�5	'�LQYHVWPHQW�OHYHOV�LQ
RWKHU�W\SHV�RI�LQGLJHQRXV�5	'�SHUIRUPHU���)DYRXUDEOH�6WDWH�$LG�UHJLPHV�
LQQRYDWLYH�SXEOLF�SURFXUHPHQW�SROLFLHV�DQG�FROODERUDWLYH�5	'�SURJUDPPHV�DOO
KDYH�D�YHU\�LPSRUWDQW�SDUW�WR�SOD\���7D[�LQFHQWLYH�VFKHPHV�FDQ�PDNH�D�FULWLFDO
FRQWULEXWLRQ�WRR��HVSHFLDOO\�YROXPH�EDVHG�PHDVXUHV�DSSOLFDEOH�DFURVV�WKH�ERDUG
WR�DOO�5	'�SHUIRUPHUV���0DQ\�SROLFLHV�DIIHFWLQJ�IUDPHZRUN�FRQGLWLRQV�FDQ�DOVR�EH
RI�JUHDW�FRQVHTXHQFH��HVSHFLDOO\�WKRVH�DIIHFWLQJ�WKH�PDFURHFRQRPLF�DQG�ILQDQFLDO
FOLPDWH�DQG�DFFHVV�WR�LQYHVWPHQW�FDSLWDO���5LVN�FDSLWDO�DQG�JXDUDQWHH�PHDVXUHV
DGGUHVVLQJ�SUREOHPV�UHODWHG�WR�ODFN�RI�FDSLWDO�IRU�5	'�DUH�UHOHYDQW�HYHQ�IRU�VRPH
RI�WKH�ODUJHU�DQG�PRUH�ZHOO�HVWDEOLVKHG�5	'�SHUIRUPHUV���$QRWKHU�FULWLFDO�IDFWRU
DIIHFWLQJ�5	'�LQYHVWPHQW�OHYHOV�LV�WKH�ORZ�SHUFHLYHG�LPSRUWDQFH�RI�5	'�DQG
LQQRYDWLRQ�ZLWKLQ�VHQLRU�PDQDJHPHQW�FLUFOHV���,Q�VRPH�(8�FRXQWULHV��WKH
SRWHQWLDO�UROH�RI�5	'�DQG�LQQRYDWLRQ�LQ�WKH�RYHUDOO�ORQJ�WHUP�SHUIRUPDQFH�RI
ILUPV�LV�ERWK�XQGHUDSSUHFLDWHG�DW�WKLV�OHYHO�DQG�GZDUIHG�E\�FRQFHUQV�DERXW�VKRUW�
WHUP�UHZDUGV���7DUJHWHG�HIIRUWV�WR�UDLVH�DZDUHQHVV�PD\�EH�QHHGHG�WR�IRVWHU�WKH
UHTXLUHG�FXOWXUDO�VKLIW��WKRXJK�WKHUH�PD\�DOVR�EH�VFRSH�IRU�FKDQJHV�LQ�FRPSDQ\
ODZ�DQG�DFFRXQWLQJ�SUDFWLFHV�WKDW�HQFRXUDJH�FRPSDQLHV�WR�WUHDW�5	'�DV�DQ
LQYHVWPHQW�UDWKHU�WKDQ�DV�D�FRVW�

��������&UHDWLQJ�5	'�,QWHQVLYH�60(V
7KH�VSHFWUXP�RI�SROLFLHV�VXLWHG�WR�WKH�FUHDWLRQ�DQG�QXUWXULQJ�RI�5	'�LQWHQVLYH
60(V��17%)V�DQG�VWDUW�XSV�LV�VWLOO�YHU\�EURDG��EXW�WKH�IRFXV�LV�YHU\�GLIIHUHQW�
&DWDO\WLF�ILQDQFLDO�PHDVXUHV�SOD\�D�FULWLFDO�UROH�LQ�IDFLOLWDWLQJ�DFFHVV�WR�FDSLWDO�
VRPH�RI�ZKLFK�FDQ�EH�XVHG�IRU�5	'�SURMHFWV���2WKHU�LPSRUWDQW�LQVWUXPHQWV�
KRZHYHU��LQFOXGH�D�UDQJH�RI�GLUHFW�PHDVXUHV�GHVLJQHG�QRW�RQO\�WR�SURYLGH�ILQDQFH
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IRU�5	'��EXW�DOVR�WR�VXSSRUW�D�EURDG�UDQJH�RI�LQQRYDWLRQ�DQG�EXVLQHVV�DFWLYLWLHV�
7KHVH�LQFOXGH�LQIRUPDWLRQ�DQG�EURNHUDJH�VFKHPHV�WR�KHOS�RYHUFRPH�LQIRUPDWLRQ
GHILFLHQFLHV�DQG�EURDGHQ�WKH�RSSRUWXQLW\�EDVH�IRU�ILUPV��DQG�QHWZRUNLQJ�DQG�FR�
ORFDWLRQ�PHDVXUHV�WR�HQFRXUDJH�LQWHUDFWLRQ�ZLWK�H[WHUQDO�VRXUFHV�RI
FRPSOHPHQWDU\�H[SHUWLVH���0HDVXUHV�WR�LPSURYH�WKH�SXEOLF�UHVHDUFK�EDVH�
FRPPHUFLDOLVH�SXEOLF�VHFWRU�5	'�RXWSXWV�DQG�VWLPXODWH�VSLQ�RII�DFWLYLW\�IURP
XQLYHUVLWLHV�DQG�RWKHU�3XEOLF�5HVHDUFK�2UJDQLVDWLRQV�DUH�REYLRXVO\�LPSRUWDQW�WRR�
DV�DUH�,35�UHJLPHV�WKDW�PRWLYDWH�VXFK�EHKDYLRXU�

��������,QLWLDWLQJ�5	'�LQ�/RZ�WHFK�6HFWRUV
0DQ\�ILUPV�LQ�WUDGLWLRQDOO\�ORZ�WHFK�VHFWRUV�QHLWKHU�QHHG�WR�SHUIRUP�QRU�WR�KDYH
DFFHVV�WR�5	'���,Q�VRPH�VHFWRUV��KRZHYHU��WKHUH�LV�OLWWOH�GRXEW�WKDW�KLJKHU�OHYHOV
RI�LQQRYDWLRQ�DQG�DQ�HQKDQFHG�5	'�FDSDELOLW\�ZRXOG�VWUHQJWKHQ�RYHUDOO
SHUIRUPDQFH��WKRXJK�WKH�EDUULHUV�DUH�SOHQWLIXO�DQG�VWHHS���1RW�DOO�ILUPV�SHUFHLYH
WKH�QHHG�IRU�5	'��RU�WKH�EHQHILWV�OLNHO\�WR�DFFUXH�IURP�LW��DQG�HYHQ�ZKHQ�WKH\�GR
WKH\�DUH�JUHDWO\�FRQVWUDLQHG�E\�ODFN�RI�H[SHULHQFH��ODFN�RI�SHUVRQQHO��ODFN�RI
VXLWDEOH�FRQWDFWV��ODFN�RI�LQIRUPDWLRQ�DQG�ODFN�RI�PRQH\���$SSURSULDWH�SROLFLHV�
WKHUHIRUH��DOO�VWHP�IURP�DWWHPSWV�WR�UHFWLI\�WKHVH�GHILFLHQFLHV���6FKHPHV�WR�UDLVH
DZDUHQHVV�RI�WKH�UHOHYDQFH�DQG�SRWHQWLDO�EHQHILWV�RI�LQQRYDWLRQ�DQG�5	'�DUH
FUXFLDO���6R�WRR�DUH�LQIRUPDWLRQ�DQG�EURNHUDJH�VFKHPHV�DQG�FDWDO\WLF�ILQDQFLDO
LQVWUXPHQWV�ZKLFK�LPSURYH�DFFHVV�WR�FDSLWDO���$OVR�LPSRUWDQW�DUH�VHFRQGPHQW
DQG�ERRWVWUDSSLQJ�VFKHPHV�WKDW�µVHHG¶�WHFKQRORJLFDO�LQQRYDWLRQ�DQG�5	'�E\
SDUDFKXWLQJ�TXDOLILHG�VFLHQWLVWV��WHFKQRORJLVWV�DQG�UHVHDUFKHUV�LQWR�ILUPV�ZLWK
OLWWOH�WUDFN�UHFRUG�LQ�WKHVH�VSKHUHV�
&KDQJHV�LQ�WKH�GHILQLWLRQ�RI�5	'�FRXOG�DOVR�VWLPXODWH�QRW�RQO\�5	'�DFWLYLWLHV�LQ
WKHVH�VHFWRUV��EXW�DOVR�LPSURYHPHQWV�LQ�LQQRYDWLYH�DQG�HFRQRPLF�SHUIRUPDQFH�
,Q�ERWK�PDQXIDFWXULQJ�DQG�VHUYLFH�VHFWRUV��EXW�LQ�WKH�ODWWHU�LQ�SDUWLFXODU�
LQQRYDWLRQ�LQ�WKH�VHQVH�RI�ZRUN�RUJDQLVDWLRQ�FKDQJHV��QHZ�PRGHV�RI
PDQDJHPHQW�±�LQFOXGLQJ�NQRZOHGJH�PDQDJHPHQW�±�DQG�WKH�LQWURGXFWLRQ�RI�QHZ
EXVLQHVV�PRGHOV�LV�KDYLQJ�DQ�LQFUHDVLQJO\�SRVLWLYH�HIIHFW�RQ�RYHUDOO�SHUIRUPDQFH�
0XFK�RI�WKH�µVRFLDO�VFLHQFH¶�UHVHDUFK�WKDW�VKRXOG�LGHDOO\�XQGHUSLQ�PDQ\�RI�WKHVH
FKDQJHV��KRZHYHU��LV�QHLWKHU�FDUULHG�RXW�E\�ILUPV�QRU�DFFHVVHG�E\�WKHP��DQG
HYHQ�LI�LW�ZHUH�LW�ZRXOG�QRW�TXDOLI\�IRU�VXSSRUW�IURP�PDQ\�RI�WKH�5	'�VXSSRUW
VFKHPHV�FXUUHQWO\�LQ�H[LVWHQFH���0DNLQJ�VXFK�UHVHDUFK�HOLJLEOH�IRU�VXSSRUW�PLJKW
DOORZ�PRUH�ILUPV�WR�EHQHILW�IURP�UHVXOWDQW�LPSURYHPHQWV�LQ�WKHLU�LQQRYDWLYH�DQG
HFRQRPLF�SHUIRUPDQFH�

�����)RFXVHG�3ROLF\�&RPELQDWLRQV
2QFH�WKH�PRVW�HVVHQWLDO�LQJUHGLHQWV�RI�D�EURDG�SROLF\�PL[�FDSDEOH�RI�WDFNOLQJ�D
VSHFLILF�SUREOHP�±�WKH�FUHDWLRQ�RI�D�G\QDPLF��5	'�LQWHQVLYH��KLJK�WHFK�60(
VHFWRU�±�KDYH�EHHQ�LGHQWLILHG��WKH�QH[W�VWHSV�LQ�WKH�FRQVWUXFWLRQ�RI�)RFXVHG
3ROLF\�FRPELQDWLRQV�LQYROYH�H[DPLQLQJ�WKH�VXLWDELOLW\�RI�LQGLYLGXDO�SROLF\
PHFKDQLVPV�LQ�GLIIHUHQW�FRQWH[WV�DQG�FRQVLGHUDWLRQ�RI�WKH�ZD\V�LQ�ZKLFK�WKHVH
LQVWUXPHQWV�PLJKW�LQWHUDFW�
([KLELW�����VXPPDULVHV�VRPH�RI�WKH�FKDUDFWHULVWLFV�RI�WKH�ILQDQFLDO�DQG�ILVFDO
LQVWUXPHQWV�UHYLHZHG�LQ�6HFWLRQV�����±�������,W�FDQ�EH�XVHG�WR�LGHQWLI\�SRWHQWLDO
SROLF\�VROXWLRQV�RQFH�VSHFLILF�ZHDN�SRLQWV�LQ�UHJLRQDO��QDWLRQDO�RU�LQWHUQDWLRQDO
LQQRYDWLRQ�V\VWHPV�KDYH�EHHQ�LGHQWLILHG���,I��IRU�H[DPSOH��WKHUH�DUH�UHODWLYHO\
ZHDN�ULVN�FDSLWDO�PDUNHWV�LQ�D�JLYHQ�FRQWH[W�±�ZKLFK�LV�VWLOO�YHU\�PXFK�WKH�FDVH�LQ
PDQ\�(8�DQG�DFFHVVLRQ�FRXQWULHV�±�WKHQ�WKHUH�LV�D�UROH�IRU�(TXLW\�*XDUDQWHH
0HFKDQLVPV�LQ�SDUWLFXODU�WR�VWLPXODWH�WKH�GHYHORSPHQW�RI�WKHVH�PDUNHWV�
/LNHZLVH��FRXQWULHV�ZLWK�ORZ�5	'�OHYHOV�DQG�KLJK�FRUSRUDWH�WD[DWLRQ�PLJKW
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FRQVLGHU�ILVFDO�5	'�VFKHPHV�EDVHG�RQ�FRUSRUDWH�WD[�UHGXFWLRQV��ZKHUHDV
FRXQWULHV�ZLWK�KLJK�ODERXU�DQG�VRFLDO�FRVWV�VKRXOG�FRQVLGHU�EDVLQJ�5	'�WD[
LQFHQWLYHV�RQ�WKHVH�LQVWHDG���&RXQWULHV�ZLWK�KLJKO\�FRPSOH[�WD[�V\VWHPV��RQ�WKH
RWKHU�KDQG��VKRXOG�ZHLJK�WKH�SRWHQWLDO�EHQHILWV�RI�LQWURGXFLQJ�5	'�WD[�LQFHQWLYHV
DJDLQVW�WKH�GLVDGYDQWDJHV�DFFUXLQJ�IURP�HYHQ�PRUH�FRPSOLFDWHG�V\VWHPV�
&RQFHUQLQJ�GLUHFW�PHDVXUHV��WKHLU�YDULHW\�DQG�SRWHQWLDO�WR�WDUJHW�PXOWLSOH�ZHDN
VSRWV�PDNH�WKHP�WKH�LQGLVSHQVDEOH�FRUH�RI�DQ\�SROLF\�SRUWIROLR���&XPXODWLYHO\�
KRZHYHU��WKH\�DUH�UHODWLYHO\�H[SHQVLYH�WR�IXQG�DQG�DGPLQLVWHU�DQG�UHTXLUH
FRQVLGHUDEOH�HIIRUWV�LQ�WHUPV�RI�LQWHOOLJHQFH�JDWKHULQJ�DQG�VHOHFWLRQ�SURFHGXUHV�LI
WKH\�DUH�WR�EH�WDUJHWHG�FRUUHFWO\�
7KH�FRQVWUXFWLRQ�RI�D�)RFXVHG�3ROLF\�SDFNDJH�VKRXOG�FRQVLGHU�QRW�RQO\�WKH
DSSURSULDWHQHVV�RI�VSHFLILF�LQJUHGLHQWV��EXW�DOVR�WKHLU�LQWHUDFWLRQ�ZLWK�HDFK�RWKHU�
7KUHH�LQWHUDFWLRQV�LQ�SDUWLFXODU�QHHG�WR�EH�KLJKOLJKWHG�

��������'LUHFW�DQG�,QGLUHFW�)LVFDO�0HDVXUHV
7KH�XVH�RI�'LUHFW�0HDVXUHV�WKDW�DWWHPSW�WR�UHFWLI\�ILQDQFLDO�UHVRXUFH�GHILFLHQFLHV
YLD�WKH�XVH�RI�JUDQWV�IRU�5	'�SURMHFWV�FDQ�LQWHUDFW�ERWK�SRVLWLYHO\�DQG�QHJDWLYHO\
ZLWK�,QGLUHFW�)LVFDO�0HDVXUHV�VXFK�DV�5	'�WD[�LQFHQWLYHV���)URP�WKH�SRLQW�RI�YLHZ
RI�WKH�SXEOLF�VHFWRU��WKHLU�FRPELQHG�XVH�KDV�PDQ\�SRWHQWLDO�DGYDQWDJHV���7D[
LQFHQWLYHV�RIIHU�WKH�SURPLVH�RI�UDLVLQJ�5	'�LQYHVWPHQW�YROXPHV�DORQJ�D�EURDG
IURQW��ZKHUHDV�JUDQW�VFKHPHV�FDQ�EH�GHVLJQHG�WR�WDFNOH�YHU\�VSHFLILF�SUREOHPV�LQ
DUHDV�RI�VWUDWHJLF�LPSRUWDQFH���7KHVH�DUH�LPSRUWDQW�FRQVLGHUDWLRQV�LQ�WKH�GHVLJQ
RI�SROLF\�SRUWIROLRV���)URP�WKH�SRLQW�RI�LQGXVWU\��WKH�DXWRQRP\�RI�FKRLFH�RIIHUHG
E\�JHQHULF�WD[�LQFHQWLYH�VFKHPHV�LV�RIWHQ�FRPSOHPHQWHG�E\�WKH�DYDLODELOLW\�RI
DGGLWLRQDO�FDVK�YLD�'LUHFW�0HDVXUHV�WR�LQLWLDWH�ZRUN�LQ�DUHDV�LW�FRQVLGHUV�WR�EH
LPSRUWDQW�WRR�
7KHUH�DUH�OLPLWV��KRZHYHU���,I�WD[�LQFHQWLYHV�DUH�WRR�KLJK��WKH�DWWUDFWLRQ�RI�JUDQWV
GLPLQLVKHV�XQOHVV�WKHVH�DUH�YHU\�KLJK�WRR��EXW�WKHQ�WKH�FRPELQHG�GUDLQ�RQ�SXEOLF
UHVRXUFHV�LV�RIWHQ�XQDFFHSWDEOH���&RQYHUVHO\��ZKHQ�JUDQW�OHYHOV�DQG�WD[
LQFHQWLYHV�DUH�ERWK�WRR�ORZ��QHLWKHU�LV�VXIILFLHQWO\�DWWUDFWLYH�WR�PRWLYDWH�LQGXVWU\
WR�LQYHVW�LQ�PRUH�5	'���,I�WKHUH�LV�D�SHUFHLYHG�QHHG�IRU�ERWK�W\SHV�RI�LQVWUXPHQW
ZLWKLQ�D�SDUWLFXODU�LQQRYDWLRQ�V\VWHP�FRQWH[W��WKHVH�FRQVLGHUDWLRQV�RI�EDODQFH
KDYH�WR�EH�ERUQH�LQ�PLQG�

��������5LVN�&DSLWDO�DQG�/RDQ�DQG�(TXLW\�*XDUDQWHH�0HDVXUHV
%RWK�RI�WKHVH�VHWV�RI�PHDVXUHV�KDYH�DQ�LPSRUWDQW�DQG�FRPSOHPHQWDU\�SDUW�WR
SOD\�LQ�WKH�SURFHVV�RI�HQFRXUDJLQJ�LQYHVWPHQW�LQ�WKH�FRPPHUFLDOLVDWLRQ�RI�5	'�
WKH�VXFFHVV�RI�ZKLFK�LQFUHDVHV�WKH�LQFHQWLYH�WR�XQGHUWDNH�UHVHDUFK�DFWLYLWLHV�DQG
HYHQWXDOO\�LPSDFWV�RQ�DJJUHJDWH�5	'�LQYHVWPHQW�OHYHOV���%RWK�PHDVXUHV�DOVR
KDYH�PRUH�LPPHGLDWH�LPSDFWV�RQ�5	'�OHYHOV��VLQFH�PDQ\�5	'�LQWHQVLYH
UHFLSLHQWV�RI�ULVN�FDSLWDO�DQG�WKH�EHQHILFLDULHV�RI�JXDUDQWHH�VFKHPHV�XVH�WKH
FDSLWDO�DFFHVVHG�WR�ILQDQFH�5	'�DFWLYLWLHV���*XDUDQWHH�PHFKDQLVPV�RIIHU�WR�VKDUH
ORVVHV��WKXV�UHGXFLQJ�H[SRVXUH�WR�WKH�ULVNV�LQYROYHG�LQ�HDUO\�VWDJH�LQYHVWPHQW�
/RDQ�JXDUDQWHHV�DUH�ZHOO�VXLWHG�WR�WKH�VXSSRUW�RI�HVWDEOLVKHG�60(V�LQ�ULVN�DYHUVH
FRQWH[WV��ZKHUHDV�HTXLW\�JXDUDQWHHV�DUH�ZHOO�VXLWHG�WR�HQYLURQPHQWV�ZKHUH�ULVN
FDSLWDO�PDUNHWV�DUH�SRRUO\�HVWDEOLVKHG���2QFH�WKHVH�EHFRPH�PRUH�HVWDEOLVKHG�
KRZHYHU��ORVV�VKDULQJ�VFKHPHV�KDYH�D�WHQGHQF\�WR�GLVWRUW�PDUNHWV���,Q�VXFK
VLWXDWLRQV��RWKHU�ULVN�VKDULQJ�PHFKDQLVPV�DUH�SUHIHUDEOH���)URP�D�SRUWIROLR
SHUVSHFWLYH��LW�WKHUHIRUH�PDNHV�VHQVH�WR�FRQVLGHU�WKH�SKDVHG�DSSOLFDWLRQ�RI�ILUVW
HTXLW\�JXDUDQWHH�DQG�WKHQ�RWKHU�ULVN�FDSLWDO�PHDVXUHV�LQ�WKH�WUDQVLWLRQ�IURP
LPPDWXUH�WR�PDWXUH�ULVN�DQG�YHQWXUH�FDSLWDO�PDUNHWV��DQG�WR�H[SORLW�ORDQ
JXDUDQWHH�LQVWUXPHQWV�LQ�KLJKO\�ULVN�DYHUVH�HQYLURQPHQWV�
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��������'LUHFW�0HDVXUHV�DQG�5LVN�&DSLWDO�0HDVXUHV
7KHUH�LV�D�ZHOO�UHFRJQLVHG�JDS�LQ�VXSSRUW�FRYHUDJH�EHWZHHQ�WKH�5	'�VWDJH�RI
WKH�LQQRYDWLRQ�FKDLQ�DQG�VXFFHVVIXO�H[SORLWDWLRQ���$OWKRXJK�ILQDQFH�YLD�'LUHFW
0HDVXUHV�LV�RIWHQ�DYDLODEOH�IRU�5	'�ZLWK�FRPPHUFLDO�SRWHQWLDO��LW�LV�UDUHO\
DYDLODEOH�GLUHFWO\�IURP�SXEOLF�VRXUFHV�IRU�WKH�LQLWLDO�H[SORLWDWLRQ�VWDJHV�ZKHQ
FRPPHUFLDO�IHDVLELOLW\�KDV�EHHQ�GHPRQVWUDWHG�EXW�ULVN�OHYHOV�DUH�VWLOO�YHU\�KLJK�
8QIRUWXQDWHO\��PXFK�ULVN�FDSLWDO�IURP�SULYDWH�VHFWRU�VRXUFHV�LV�RQO\�XVXDOO\
DYDLODEOH�ZKHQ�ULVN�OHYHOV�DUH�DSSUHFLDEO\�ORZHU��L�H��ZKHQ�H[SORLWDWLRQ�LV
FRQVLGHUHG�SUREDEOH�UDWKHU�WKDQ�VLPSO\�SRVVLEOH�
0DQ\�RI�WKH�ULVN�FDSLWDO�PHDVXUHV�WKDW�WDFNOH�WKH�SUH�VHHG�JDS�DWWHPSW�QRW�RQO\
WR�SURYLGH�ILQDQFH��EXW�DOVR�WR�SURYLGH�DGYLFH��PHQWRULQJ�DQG�PDQ\�RWKHU�VXSSRUW
VHUYLFHV���7KHVH�OLH�DW�WKH�LQWHUIDFH�ZLWK�PDQ\�LQVWUXPHQWV�IDOOLQJ�XQGHU�WKH
KHDGLQJ�RI�'LUHFW�0HDVXUHV�DQG�GHVHUYH�WR�EH�FRQVLGHUHG�DV�D�FRQWLQXRXV�SDUW�RI
WKH�VXSSRUW�VSHFWUXP���2IWHQ�LW�LV�QRW�HQRXJK��KRZHYHU��WR�RIIHU�D�UDQJH�RI
LQGHSHQGHQW��DXWRQRPRXV�VXSSRUW�VHUYLFHV�FRYHULQJ�WKH�5	'�DQG
FRPPHUFLDOLVDWLRQ�JDS���)URP�WKH�SHUVSHFWLYH�RI�D�ILUP��WKH�RIIHU�RI�GLIIHUHQW
VXSSRUW�VHUYLFHV�KDV�WR�EH�DV�VHDPOHVV�DV�SRVVLEOH�LI�GLVFRQWLQXLWLHV�DUH�QRW�WR�EH
LQWURGXFHG�LQWR�WKH�LQQRYDWLRQ�SURFHVV���7KLV�FDOOV�IRU�PRUH�HIIRUW�RQ�WKH�SDUW�RI
VXSSRUW�DJHQFLHV�WR�HQVXUH�WKDW�WKHLU�RIIHUV�DUH�DV�LQWHJUDWHG�DV�SRVVLEOH�IURP
WKH�SHUVSHFWLYH�RI�WKH�EHQHILFLDU\�

�����+ROLVWLF�3ROLF\�&RPELQDWLRQV
:KLOH�)RFXVHG�3ROLF\�VROXWLRQV�LQYROYH�WKH�FDUHIXO�VHOHFWLRQ�RI�LQGLYLGXDO�SROLF\
LQVWUXPHQWV�DQG�WKHLU�XVH�LQ�FRPELQDWLRQ�ZLWK�FRPSOHPHQWDU\�µQHDU�QHLJKERXUV¶
LQ�WKH�EURDG�SROLF\�VSHFWUXP��+ROLVWLF�3ROLF\�VROXWLRQV�LQYROYH�PRUH�FRPSOH[
SROLF\�SRUWIROLRV�WDFNOLQJ�D�PXFK�EURDGHU�UDQJH�RI�SUREOHPV�LQ�GLIIHUHQW
LQQRYDWLRQ�V\VWHP�GRPDLQV���7KHVH�DUH�FRUUHVSRQGLQJO\�PRUH�GLIILFXOW�WR
FRQVWUXFW��WKRXJK�WKHUH�KDYH�EHHQ�D�QXPEHU�RI�DWWHPSWV�LQ�UHFHQW�\HDUV�WR
HYROYH�SRUWIROLRV�RI�WKLV�QDWXUH���0RVW�QRWHZRUWK\�DUH�WKH�V\VWHPLF�SROLFLHV
ODEHOOHG�µFOXVWHU¶�SROLFLHV�DQG�WKRVH�HPEUDFLQJ�WKH�FRQFHSW�RI�µWHFKQRORJ\
SODWIRUPV¶�
$OWKRXJK�FOXVWHU�SROLFLHV�DQG�SROLFLHV�WR�VXSSRUW�WKH�GHYHORSPHQW�DQG�UROO�RXW�RI
WHFKQRORJ\�SODWIRUPV�KDYH�QRW�VR�IDU�EHHQ�VSHFLILFDOO\�DLPHG�DW�UDLVLQJ�SULYDWH
VHFWRU�5	'�LQYHVWPHQW��WKH\�DUH�QHYHUWKHOHVV�LPSRUWDQW�LQ�WHUPV�RI�WKH
GHYHORSPHQW�RI�+ROLVWLF�3ROLF\�FRPELQDWLRQV�IRU�WZR�PDLQ�UHDVRQV���,Q�WKH�ILUVW
LQVWDQFH��ERWK�DUH�H[DPSOHV�RI�WKH�NLQG�RI�WKLQNLQJ�DQG�JHQHUDO�V\VWHPV
DSSURDFK�WKDW�XQGHUSLQV�WKH�FRQFHSWXDOLVDWLRQ�DQG�IRUPXODWLRQ�RI�+ROLVWLF�3ROLF\
SDFNDJHV���6HFRQGO\��PDQ\�RI�WKH�LQVWUXPHQWV�FXUUHQWO\�XVHG�LQ�WKH
LPSOHPHQWDWLRQ�RI�FOXVWHU�SROLFLHV�DURXQG�WKH�ZRUOG�DUH�VLPLODU�LQ�QDWXUH�WR�WKRVH
OLNHO\�WR�EH�LQFOXGHG�LQ�SDFNDJHV�GHVLJQHG�WR�UDLVH�SULYDWH�VHFWRU�5	'�OHYHOV�
0DQ\�OHVVRQV�DERXW�WKH�HIILFDF\�RI�GLIIHUHQW�FRPELQDWLRQV�RI�LQVWUXPHQWV�FRXOG
WKHUHIRUH�EH�OHDUQW�IURP�H[SHULHQFHV�WR�GDWH�ZLWK�H[LVWLQJ�FOXVWHU�SROLFLHV���)LQH�
WXQLQJ�UDWKHU�WKDQ�WKH�LQWURGXFWLRQ�RI�UDGLFDOO\�QHZ�SROLF\�SDFNDJHV�PLJKW�DOVR�EH
SRVVLEOH���7KH�RQH�SURYLVR�LV�WKDW�IHZ�GHWDLOHG�HYDOXDWLRQV�RI�WKH�HIILFLHQF\�
HIIHFWLYHQHVV�DQG�LPSDFW�RI�FOXVWHU�DQG�WHFKQRORJ\�SODWIRUP�SROLFLHV�FXUUHQWO\
H[LVW���7KLV�LV�WKH�PDLQ�UHDVRQ�WKHVH�V\VWHPLF�SROLFLHV�DUH�FODVVLILHG�DV�LPSRUWDQW
UDWKHU�WKDQ�YHU\�LPSRUWDQW�LQ�([KLELW�������7KH�VXVSLFLRQ��KRZHYHU��LV�WKDW�WKH\
FRXOG�EH�YHU\�LPSRUWDQW�LQGHHG�
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��������7HFKQRORJ\�3ODWIRUPV
)LUPV�RSHUDWLQJ�LQ�DUHDV�WKDW�LQYROYH�FRPSOH[�V\VWHP�WHFKQRORJLHV��H�J�
FRPSXWLQJ�DQG�WHOHFRPV�FRPSDQLHV��KDYH�ORQJ�UHFRJQLVHG�WKH�QHHG�IRU
µWHFKQRORJ\�SODWIRUPV¶���$W�DQ\�RQH�WLPH�WKHVH�GHILQH�WKH�SDUDPHWHUV�DQG
WHFKQLFDO�VWDQGDUGV�RI�D�JLYHQ�WHFKQRORJLFDO�V\VWHP�DQG�DOORZ�WKH�GHYHORSPHQW�RI
V\VWHP�FRPSRQHQWV�DQG�VXE�V\VWHPV�WR�WDNH�SODFH�ZLWKLQ�LWV�ERXQGDULHV���5	'�LV
WKHQ�GHYRWHG�ERWK�WR�WKH�VKRUW�WHUP�GHYHORSPHQW�RI�QHZ�SURGXFWV�DQG�SURFHVVHV
ZLWKLQ�WKHVH�ERXQGDULHV��DQG�WR�WKH�GHILQLWLRQ�DQG�HYROXWLRQ�RI�QH[W�JHQHUDWLRQ
WHFKQRORJ\�SODWIRUPV��VXE�V\VWHPV�DQG�FRPSRQHQWV�
,Q�WHUPV�RI�WKH�HYROXWLRQ�RI�WHFKQRORJ\�SODWIRUPV�ZLWKLQ�VXFK�FRPSOH[�V\VWHP
WHFKQRORJ\�DUHDV��GH�IDFWR�VWDQGDUGV�IRU�WHFKQRORJ\�SODWIRUPV�KDYH�RIWHQ
HPHUJHG�DV�WKH�QDWXUDO�UHVXOW�RI�FRPSHWLWLRQ�LQ�WKH�SULYDWH�VHFWRU��HLWKHU�EHWZHHQ
LQGLYLGXDO�ILUPV�RU��LQFUHDVLQJO\��EHWZHHQ�ULYDO�JOREDO�FRQVRUWLD�LQ�WKH�PRVW
FRPSOH[�V\VWHP�DUHDV���7KH�SXEOLF�VHFWRU�KDV�DOVR�KDG�D�SDUW�WR�SOD\��KRZHYHU��LQ
WKH�HYROXWLRQ��DFFHSWDQFH�DQG�UROO�RXW�RI�SDUWLFXODU�WHFKQRORJ\�SODWIRUPV��QRWDEO\
YLD�LWV�UROH�DV�D�VSRQVRU�RI�5	'��YLD�LWV�UROH�DV�FXVWRPHU�DQG�OHDG�PDUNHW�IRU�QHZ
WHFKQRORJLHV��DQG�YLD�LWV�UROH�LQ�WKH�GHILQLWLRQ�RI�QHZ�VWDQGDUGV�DQG�UHJXODWLRQV�LQ
ILHOGV�VXFK�DV�WHOHFRPPXQLFDWLRQV���,QFUHDVLQJO\��WKHUHIRUH��WKHUH�KDV�EHHQ
JUHDWHU�FDOO�IRU�SXEOLF�SULYDWH�SDUWQHUVKLSV�WR�HQVXUH�WKH�VPRRWK�DGRSWLRQ�DQG�UROO
RXW�RI�QHZ�WHFKQRORJ\�SODWIRUPV���,Q�WXUQ��WKLV�KDV�LQYROYHG�WKH�FRQVWLWXWLRQ�RI
SROLF\�SRUWIROLRV�WKDW�LQYROYH�VXSSRUW�IRU�5	'�SURMHFWV��QHWZRUNLQJ�LQLWLDWLYHV�WKDW
IDFLOLWDWH�WKH�VKDULQJ�RI�NQRZOHGJH�DERXW�SRWHQWLDO�QHZ�SODWIRUPV�EHWZHHQ�WKH
DFWRUV�LQYROYHG�LQ�WKHLU�GHYHORSPHQW�DQG�VXEVHTXHQW�XVH��WKH�HVWDEOLVKPHQW�RI
IRUD�WR�GLVFXVV�DQG�QHJRWLDWH�QHZ�VWDQGDUGV�DQG�UHJXODWLRQV��DQG�SXEOLF
SURFXUHPHQW�LQLWLDWLYHV�WR�HVWDEOLVK�OHDG�PDUNHWV�
2YHU�WLPH��WKH�LPSRUWDQFH�RI�WKH�QHWZRUNLQJ��LQIRUPDWLRQ�VKDULQJ�DQG
FRQVXOWDWLRQ�SURFHVVHV�DVVRFLDWHG�ZLWK�WKH�GHYHORSPHQW�RI�WKHVH�SODWIRUPV�KDV
OHG�WR�WKHLU�JUDGXDO�LQFRUSRUDWLRQ�LQWR�FXUUHQW�GHILQLWLRQV�RI�WKH�FRQFHSW�LWVHOI�
ZLWK�D�FRUUHVSRQGLQJ�H[WHQVLRQ�RI�LWV�DSSOLFDELOLW\���:KHUHDV�WKH�WHUP�µWHFKQRORJ\
SODWIRUP¶�ZDV�LQLWLDOO\�DVVRFLDWHG�ZLWK�QRWLRQV�VXFK�DV�WHFKQLFDO�FRPSDWLELOLW\�LQ
FRPSOH[�V\VWHP�WHFKQRORJLHV��WKH�FRQFHSW�LV�QRZ�XVHG�QRW�RQO\�WR�GHVFULEH�WKH
VHW�RI�QRUPDWLYH�µUXOHV¶�ZKLFK�GHILQH�WKH�UHODWLRQVKLSV�EHWZHHQ�YDULRXV�HOHPHQWV
LQ�D�WHFKQLFDO�µV\VWHP¶��EXW�DOVR�WR�GHVFULEH�WKH�VRFLDO�SURFHVVHV�LQYROYHG�LQ
GHWHUPLQLQJ�WKH�IXWXUH�GLUHFWLRQ�RI�GHYHORSPHQWV�LQ�D�VFLHQWLILF�DQG�WHFKQRORJLFDO
DUHD�±�DQG�QRW�MXVW�LQ�DUHDV�DVVRFLDWHG�ZLWK�ODUJH�FRPSOH[�V\VWHP�WHFKQRORJLHV�
,Q�SDUWLFXODU��WKH�WHUP�WHFKQRORJ\�SODWIRUP�LV�QRZ�RIWHQ�XVHG�WR�GHVFULEH�WKH
YDULRXV�SURFHVVHV�LQYROYHG�LQ�GLVFXVVLQJ�DQG�GHFLGLQJ�SROLF\�SULRULWLHV�DQG�DFWLRQ
SODQV�LQ�DUHDV�DV�GLYHUVH�DV�*02V��FORQLQJ�DQG�HQHUJ\�V\VWHPV�
7KH�LPSRUWDQFH�RI�WKLV�EURDGHU�QRWLRQ�RI�D�WHFKQRORJ\�SODWIRUP�KDV�EHHQ
UHFRJQLVHG�E\�WKH�(8��ZKLFK�LV�FRQVLGHULQJ�VHWWLQJ�XS�WHFKQRORJ\�SODWIRUPV�WR
ZRUN�RXW�ORQJ�WHUP�VWUDWHJLHV�IRU�5	'�LQ�VSHFLILF�WHFKQRORJLFDO�DUHDV�LQYROYLQJ
PDMRU�HFRQRPLF�DQG�VRFLHWDO�FKDOOHQJHV���7KH�DLP�LV�WR�HQVXUH�V\QHUJ\�DPRQJVW
VWDNHKROGHUV�VXFK�DV�SXEOLF�DXWKRULWLHV��XVHUV��UHJXODWRUV��LQGXVWU\��VFLHQWLVWV�DQG
FRQVXPHUV���,QLWLDWLYHV�ZRXOG�UHYLHZ�SUREOHPV�DQG�RSSRUWXQLWLHV��HVWDEOLVK�(8
OHYHO�YLVLRQV�DQG�SURSRVH�DFWLRQ�SODQV�IRU�ERWK�WKH�SXEOLF�DQG�SULYDWH�VHFWRU�
7HFKQRORJ\�SODWIRUPV�DUH�SDUWLFXODUO\�UHOHYDQW�WR�WKH�WDVN�RI�UDLVLQJ�5	'
LQYHVWPHQW�OHYHOV�EHFDXVH�RI�WKHLU�FULWLFDO�FRQWULEXWLRQ�WR�WKH�GHYHORSPHQW�RI�QHZ
OHDG�PDUNHWV�LQ�DUHDV�VXFK�DV�ELRWHFKQRORJ\��QDQRWHFKQRORJ\�DQG�WKH�K\GURJHQ
HFRQRP\���$OO�UHTXLUH�WKH�GHYHORSPHQW�RI�DSSURSULDWH�VWDQGDUGV�DQG�UHJXODWRU\
IUDPHZRUNV�FDSDEOH�RI�HQFRXUDJLQJ�UDWKHU�WKDQ�GLVFRXUDJLQJ�5	'�DQG
LQQRYDWLRQ��ZKLFK�LQ�WXUQ�UHTXLUHV�LQWHQVLYH�LQWHUDFWLRQ�EHWZHHQ�DOO�UHOHYDQW
VWDNHKROGHUV�LI�OHDG�PDUNHWV�DUH�WR�GHYHORS�
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��������&OXVWHU�3ROLFLHV
µ&OXVWHU¶�SROLFLHV�DUH�HVVHQWLDOO\�D�FKLOG�RI�WKH�����V���7KH\�LQYROYH�SRUWIROLRV�RI
SROLFLHV�GHVLJQHG�WR�LPSURYH�RYHUDOO�V\VWHP�SHUIRUPDQFH���7KH�V\VWHPV�LQ
TXHVWLRQ�FDQ�UDQJH�IURP�QDWLRQDO�HFRQRPLF�DQG�LQQRYDWLRQ�V\VWHPV�WR�UHJLRQDO
V\VWHPV�DQG�HYHQ�WR�V\VWHPV�WKDW�FURVV�RU�WUDQVFHQG�JHRJUDSKLFDO�ERXQGDULHV���$
GLVWLQFWLRQ�FDQ�DOVR�EH�PDGH�LQ�WHUPV�RI�WKH�DQDO\WLFDO�IRFXV�XVHG�WR�GHILQH
DSSURSULDWH�SROLFLHV�IRU�WKHVH�V\VWHPV���$FFRUGLQJ�WR�%RHNKROW�DQG�7KXULDX[
��������SROLFLHV�±�DQG�WKH�DQDO\VHV�XSRQ�ZKLFK�WKH\�DUH�EDVHG�±�FDQ�IRFXV�RQ�

• 7KH�LQGXVWULDO�VHFWRUV�LQ�D�QDWLRQDO�HFRQRP\�WKDW�FRQWULEXWH�WR�QDWLRQDO
FRPSHWLWLYHQHVV��0HJD�)RFXV��

• 7KH�VHW�RI�LQGXVWULDO�VHFWRUV�LQ�DQ\�RQH�VHWWLQJ�WKDW�DUH�OLQNHG�WRJHWKHU�LQ
YDOXH�FKDLQV��0HVR�)RFXV��

• 7KH�VHW�RI�ILUPV�DQG�RWKHU�DFWRUV�WKDW�DUH�OLQNHG�WRJHWKHU�LQ�DQ\�RQH
SDUWLFXODU�YDOXH�FKDLQ��0LFUR�)RFXV��

7KH�LPSURYHPHQWV�VRXJKW�LQ�GLIIHUHQW�FRQWH[WV�DOVR�YDU\��ZLWK�IRXU�W\SLFDO�DLPV
EHLQJ�

• 7KH�LPSURYHPHQW�RI�QDWLRQDO�FRPSHWLWLYHQHVV�DQG�FRPSDUDWLYH
DGYDQWDJH�

• 5HJLRQDO�GHYHORSPHQW�
• 7KH�VWUHQJWKHQLQJ�RI�5	'�DQG�LQQRYDWLRQ�OLQNDJHV�EHWZHHQ�LQGXVWU\�DQG

SXEOLF�UHVHDUFK�RUJDQLVDWLRQV��352V��XQLYHUVLWLHV�DQG�JRYHUQPHQW�ODEV��
• ,PSURYHPHQWV�LQ�LQWHU�ILUP�QHWZRUNLQJ�

&RXQWULHV�WKDW�KDYH�GHYHORSHG�FOXVWHU�SROLFLHV�ZLWK�WKHVH�DLPV�DUH�GHSLFWHG�LQ
([KLELW�������&RXQWULHV�VXFK�DV�'HQPDUN�DQG�)LQODQG�KDYH�DWWHPSWHG�WR�EDVH
QDWLRQDO�SROLFLHV�RQ�FRPSUHKHQVLYH�DSSUDLVDOV�RI�WKH�FRQWULEXWLRQ�RI�DOO�VHFWRUV�WR
QDWLRQDO�FRPSHWLWLYHQHVV��ZKHUHDV�LQ�WKH�1HWKHUODQGV��IRU�H[DPSOH��FOXVWHU
DSSURDFKHV�KDYH�EHHQ�XVHG�WR�VWUXFWXUH�UHJLRQDO�GHYHORSPHQW�SROLFLHV�DQG�WR
VWUHQJWKHQ�LQGXVWU\�352�OLQNV���,Q�RWKHU�FRXQWULHV��H�J��,UHODQG��FOXVWHU
DSSURDFKHV�EDVHG�RQ�PLFUR�OHYHO�DQDO\VHV�RI�ILUPV¶�YDOXH�FKDLQV�KDYH�EHHQ�XVHG
LQ�HIIRUWV�WR�LQFUHDVH�LQWHU�ILUP�QHWZRUNLQJ

([KLELW�������&OXVWHU�3ROLFLHV�LQ�'LIIHUHQW�&RXQWULHV

)RFXV�RI�3ROLF\�$QDO\VLV
3ROLF\�$LP 0HJD�)RFXV

�$OO�VHFWRUV�LQ�D
V\VWHP�

0HVR�)RFXV
�&RQQHFWHG�VHFWRUV

LQ�D�V\VWHP�
0LFUR�)RFXV

�&RQQHFWHG�DFWRUV
LQ�D�V\VWHP�

1DWLRQDO�$GYDQWDJH 'HQPDUN
)LQODQG

5HJLRQDO�'HYHORSPHQW
&DQDGLDQ�3URYLQFHV
8.�5HJLRQV
86�6WDWHV

1HWKHUODQGV
5HJLRQV

,QGXVWU\�352�/LQNV *HUPDQ\
1HWKHUODQGV

$XVWULD
6ZHGHQ

,QWHU�ILUP�1HWZRUNLQJ
$XVWULD
,UHODQG
1HZ�=HDODQG
1RUZD\
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6RXUFH��%DVHG�RQ�%RHNKROW��3��DQG�7KXULDX[��%����������µ3XEOLF�3ROLFLHV�WR
)DFLOLWDWH�&OXVWHUV��%DFNJURXQG��5DWLRQDOH�DQG�3ROLF\�3UDFWLFHV�LQ�,QWHUQDWLRQDO
3HUVSHFWLYH¶��LQ�2(&'���������%RRVWLQJ�,QQRYDWLRQ��7KH�&OXVWHU�$SSURDFK��3DULV�
2(&'

1RW�VXUSULVLQJO\��WKH�SROLF\�LQVWUXPHQWV�LQFRUSRUDWHG�LQWR�SDUWLFXODU�FOXVWHU�SROLF\
SDFNDJHV�YDU\�QRW�RQO\�IURP�RQH�FRQWH[W�WR�DQRWKHU��EXW�DOVR�ZLWK�WKH�SROLF\�DLP
DQG�WKH�DQDO\WLFDO�IRFXV�XVHG�WR�VWUXFWXUH�WKH�DSSURDFK���&OXVWHU�SROLFLHV�DW�D
QDWLRQDO�OHYHO�FRQFHUQHG�ZLWK�WKH�FRQWULEXWLRQ�RI�DOO�VHFWRUV�WR�QDWLRQDO
FRPSHWLWLYHQHVV�WKXV�WHQG�WR�KDYH�D�JUHDWHU�HPSKDVLV�RQ�SROLFLHV�ZKLFK�DIIHFW
RYHUDOO�IUDPHZRUN�FRQGLWLRQV�WKDQ�SROLFLHV�DLPHG��IRU�H[DPSOH��DW�LPSURYLQJ
LQWHU�ILUP�QHWZRUNLQJ�EHWZHHQ�D�VSHFLILF�VHW�RI�DFWRUV��ZKLFK�FDQ�DQG�RIWHQ�GR
LQYROYH�D�PXFK�JUHDWHU�HPSKDVLV�RQ�WKH�XVH�RI�PRUH�GLUHFW��KDQGV�RQ�PHDVXUHV�
,Q�WHUPV�RI�VWLPXODWLQJ�SULYDWH�VHFWRU�5	'�OHYHOV��WKH�H[DFW�FRQVWLWXWLRQ�RI�WKH
UHTXLUHG�V\VWHPLF�SROLFLHV�RU�+ROLVWLF�3ROLF\�SDFNDJHV�ZLOO�DOVR�GHSHQG�RQ�WKH
OHYHOV�DW�ZKLFK�WKH\�DUH�DSSOLHG���$W�DQ�(8�OHYHO��IRU�H[DPSOH��SROLF\�SDFNDJHV
WKDW�HPSKDVLVH�WKH�LPSRUWDQFH�RI�WDFNOLQJ�IUDPHZRUN�FRQGLWLRQV�DUH�YLWDO�
ZKHUHDV�DQDO\VHV�DQG�SROLF\�SUHVFULSWLRQV�DW�QDWLRQDO�DQG�UHJLRQDO�OHYHOV�VKRXOG
SODFH�JUHDWHU�HPSKDVLV�RQ�PRUH�5	'�VSHFLILF�LQVWUXPHQWV�DQG�FRPELQDWLRQV�RI
LQVWUXPHQWV�

������'HOLYHU\��&RRUGLQDWLRQ�DQG�*RYHUQDQFH�,VVXHV
7KH�FRQFHSW�RI�+ROLVWLF�3ROLF\�SDFNDJHV�LV�LPSRUWDQW�EHFDXVH�LW�VWUHVVHV�WKH�QHHG
IRU�HIIHFWLYH�SROLF\�VROXWLRQV�WR�FRPSULVH�D�YHU\�EURDG�PL[�RI�GLIIHUHQW�SROLF\
LQVWUXPHQWV��VRPH�WDFNOLQJ�WKH�SUREOHP�RI�UDLVLQJ�5	'�LQYHVWPHQW�OHYHOV�GLUHFWO\
ZKLOH�RWKHUV�GHDO�ZLWK�IUDPHZRUN�FRQGLWLRQV�DQG�DWWHPSW�WR�LQIOXHQFH�WKH
ZKROHVDOH�GHYHORSPHQW�RI�LQQRYDWLRQ�V\VWHPV���,GHQWLI\LQJ�WKH�PRVW�FULWLFDO
FRPSRQHQWV�RI�DQ�DSSURSULDWH�PL[�DQG�WKH�ZD\V�WKH\�PLJKW�EH�FRPELQHG��DORQJ
WKH�OLQHV�LQGLFDWHG�LQ�6HFWLRQV�����±������DUH�DOVR�LPSRUWDQW�VWHSV�LQ�WKH
FRQVWUXFWLRQ�RI�DQ�HIIHFWLYH�SROLF\�VROXWLRQ���,W�LV�HTXDOO\��LPSRUWDQW��KRZHYHU��WR
FRQVLGHU�WKH�FRQWH[WV�LQ�ZKLFK�WKHVH�SROLF\�FRPELQDWLRQV�XOWLPDWHO\�KDYH�WR�EH
IRUPXODWHG�DQG�LPSOHPHQWHG���*LYHQ�WKDW�PDQ\�RI�WKH�SROLF\�LQJUHGLHQWV�RI�DQ
HIIHFWLYH�SROLF\�PL[�DUH�WKH�UHVSRQVLELOLWLHV�RI�GLIIHUHQW�SXEOLF�VHFWRU�GHSDUWPHQWV
RU�PLQLVWULHV��RIWHQ�RSHUDWLQJ�DW�GLIIHUHQW�OHYHOV��UHJLRQDO��QDWLRQDO�DQG�(8�OHYHO�
DQG�DLPHG�DW�GLIIHUHQW�WDUJHW�DXGLHQFHV��01&V��60(V��ILQDQFLDO�LQVWLWXWLRQV�
LQWHUPHGLDU\�RUJDQLVDWLRQV�HWF����SROLF\�IRUPXODWLRQ�DQG�LPSOHPHQWDWLRQ�DUH
JUHDWO\�DIIHFWHG�E\�LVVXHV�RI�GHOLYHU\��FRRUGLQDWLRQ�DQG�JRYHUQDQFH���6RPH�RI�WKH
PRVW�LPSRUWDQW�RI�WKHVH�DUH�WRXFKHG�XSRQ�EHORZ�

��������6WUHDPOLQLQJ
2QH�RI�WKH�ODWHVW�WUHQGV�LQ�5	'�DQG�LQQRYDWLRQ�SROLF\�FLUFOHV�LV�IRU�JRYHUQPHQWV
WR�DWWHPSW�WR�VWUHDPOLQH�WKH�GHOLYHU\�RI�SROLFLHV���7KHUH�KDV�EHHQ�D�WHQGHQF\�IRU
WKH�QXPEHU�RI�SROLF\�LQVWUXPHQWV�LQ�XVH�WR�SUROLIHUDWH�DV�JUHDWHU�XQGHUVWDQGLQJ
RI�WKH�FRPSOH[LWLHV�RI�LQQRYDWLRQ�V\VWHPV�KDV�OHG�WR�WKH�LQFUHPHQWDO�DGGLWLRQ�RI
SROLFLHV�UDWKHU�WKDQ�WKH�UHSODFHPHQW�RI�H[LVWLQJ�SROLF\�VHWV�ZLWK�QHZ�RQHV���7KLV
SURFHVV�RI�DFFUHWLRQ��KRZHYHU��KDV�RIWHQ�OHG�WR�GXSOLFDWLRQ�DQG��PRUH�ZRUU\LQJO\�
FRQIXVHG�WDUJHW�DXGLHQFHV���:KLOH�SROLF\�SOXUDOLVP�GRHV�SURYLGH�SRWHQWLDO
EHQHILFLDULHV�ZLWK�D�JUHDW�GHDO�RI�FKRLFH�LQ�WKH�VHOHFWLRQ�RI�VXSSRUW�PHDVXUHV
DSSURSULDWH�WR�WKHLU�QHHGV��WKH\�FDQ�RQO\�H[HUFLVH�WKLV�FKRLFH�LI�WKH\�DUH�JLYHQ
VXIILFLHQW�LQIRUPDWLRQ�XSRQ�ZKLFK�WR�EDVH�WKHLU�FKRLFH���&RQVHTXHQWO\��WKHLU�DELOLW\
WR�FKRRVH�LV�FRQVWUDLQHG�ERWK�ZKHQ�WKHUH�LV�LQVXIILFLHQW�LQIRUPDWLRQ�DQG��RQ
RFFDVLRQ��ZKHQ�WKHUH�LV�LQIRUPDWLRQ�RYHUORDG���6ROXWLRQV�WR�WKH�SUREOHP�ZKLFK
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PDLQWDLQ�D�KHDOWK\�YDULHW\�RI�SROLF\�VXSSRUW�PHFKDQLVPV�DQG�GHOLYHU�DGHTXDWH
OHYHOV�RI�LQIRUPDWLRQ�DERXW�WKHP�WR�ILUPV�W\SLFDOO\�LQYROYH�HIIRUWV�WR�UHRUJDQLVH
WKH�GHOLYHU\�RI�LQVWUXPHQWV��IHZHU�GHSDUWPHQWV�RIIHULQJ�PRUH�FRKHUHQW�VHWV�RI
VXSSRUW�LQVWUXPHQWV��DQG�EHWWHU�µVLJQSRVWLQJ¶�WR�HQVXUH�WKDW�WKHVH�PHFKDQLVPV
DUH�YLVLEOH�WR�SRWHQWLDO�EHQHILFLDULHV���$OO�GHYHORSPHQWV�VXFK�DV�WKHVH�DUH�OLNHO\�WR
LPSURYH�WKH�GHOLYHU\�RI�WKH�PXOWLSOH�SROLF\�LQVWUXPHQWV�WKDW�FRPSULVH�+ROLVWLF
3ROLF\�SDFNDJHV�DLPHG�DW�UDLVLQJ�SULYDWH�VHFWRU�5	'�OHYHOV�

��������5HOHYDQFH�WR�,QGXVWULDO�1HHGV
2QH�FRPPRQ�GLOHPPD�LQ�SROLF\�FLUFOHV�LV�WKDW�SURJUDPPHV�DQG�SROLFLHV�WKDW�IXOILO
D�GLVWLQFW�SROLF\�QHHG�DUH�VRPHWLPHV�XQDWWUDFWLYH�WR�SRWHQWLDO�WDUJHW�DXGLHQFHV
EHFDXVH�WKH\�GR�QRW�LGHQWLI\�ZLWK�WKLV�QHHG���(IIRUWV�WR�LQFUHDVH�5	'�OHYHOV�FRXOG
IDOO�LQWR�WKLV�FDWHJRU\�DQG�DUH�OLNHO\�WR�EH�XQVXFFHVVIXO�LI�LQGXVWU\�IDLOV�WR�LGHQWLI\
ZLWK�WKHP���7KH�SURVSHFWV�RI�WKLV�KDSSHQLQJ��KRZHYHU��DUH�GLPLQLVKHG�ZLWKLQ�WKH
FRQWH[W�RI�+ROLVWLF�3ROLF\�SDFNDJHV�EHFDXVH�WKHVH�RIIHU�GLIIHUHQWLDWHG�WDUJHW
DXGLHQFHV�D�UDQJH�RI�SRWHQWLDOO\�XVHIXO�VXSSRUW�PHDVXUHV�±�DOO�RI�ZKLFK�PDNH�D
SDUWLDO�FRQWULEXWLRQ�HLWKHU�GLUHFWO\�RU�LQGLUHFWO\�WR�WKH�RYHUDOO�JRDO�RI�UDLVLQJ�5	'
LQYHVWPHQW�OHYHOV�

��������([FHHGLQJ�6WDWH�$LG�,QWHQVLW\
2QH�RI�WKH�SRWHQWLDO�SUREOHPV�DVVRFLDWHG�ZLWK�WKH�RIIHU�RI�PXOWLSOH�SROLF\�VXSSRUW
LQVWUXPHQWV�WR�ILUPV�LV�WKDW�LQGLYLGXDO�ILUPV�PLJKW�WDNH�DGYDQWDJH�RI�DOO�RI�WKHP
DQG�H[FHHG�6WDWH�$LG�LQWHQVLW\�OHYHOV���$�FRUROODU\�LV�WKDW�WKH�SUHFDXWLRQV�DQG
SROLFLQJ�QHFHVVDU\�WR�DYRLG�WKLV�KDSSHQLQJ�ZRXOG�EH�XQGXO\�H[SHQVLYH���,Q
UHDOLW\��KRZHYHU��WKHVH�SRVVLELOLWLHV�GR�QRW�SUHVHQW�D�UHDO�ZRUU\���6WDWH�$LG
UHVWULFWLRQV�WKHPVHOYHV�RQO\�DSSO\�WR�VSHFLILF�VHWV�RI�DFWLYLWLHV��DQG�PRVW�RI�WKH
SROLF\�LQVWUXPHQWV�FRQWDLQHG�ZLWKLQ�+ROLVWLF�3ROLF\�SDFNDJHV�DGGUHVV�GLIIHUHQW
W\SHV�RI�PDUNHW�RU�V\VWHP�IDLOXUH�DQG�VXSSRUW�GLIIHUHQW�VHWV�RI�DFWLYLWLHV���9HU\
IHZ�LQVWUXPHQWV��IRU�H[DPSOH��GLUHFWO\�SURYLGH�ILQDQFLDO�VXSSRUW�IRU�5	'�SURMHFWV�
DQG�HYHQ�WKRXJK�WKHUH�LV�WKH�SRVVLELOLW\�WKDW�GLUHFW�VXSSRUW�IRU�DQ�LQGLYLGXDO
SURMHFW�FRXOG�LQ�WKHRU\�EH�FRPSOHPHQWHG�E\�D�WD[�VXEVLG\�IRU�WKH�SURSRUWLRQ
VSHQW�E\�D�ILUP�RQ�WKH�SURMHFW��DQG�HYHQ�E\�D�VPDOO�SURSRUWLRQ�RI�WKH�ULVN�FDSLWDO
PDGH�DYDLODEOH�WR�D�ILUP�DV�D�UHVXOW�RI�SXEOLF�LQWHUYHQWLRQ��WKH�RYHUDOO
FRQVHTXHQFHV�IRU�WKH�SXEOLF�EXGJHW�DUH�PLQLPDO�DQG�DOPRVW�FHUWDLQO\�RXWZHLJKHG
E\�WKH�OHYHUDJH�DQG�DGGLWLRQDOLW\�HIIHFWV�RQ�RYHUDOO�OHYHOV�RI�SULYDWH�VHFWRU�5	'
VSHQG�

��������+RUL]RQWDO�&R�RUGLQDWLRQ�EHWZHHQ�'HSDUWPHQWV�0LQLVWULHV
'LIIHUHQW�PLQLVWULHV�RU�HTXLYDOHQW�SXEOLF�VHFWRU�GHSDUWPHQWV�DW�QDWLRQDO��UHJLRQDO
DQG�(8�OHYHOV�HPSOR\�GLIIHUHQW�SROLF\�LQVWUXPHQWV���(YHQ�ZLWKLQ�WKH�GRPDLQ�RI
ILQDQFLDO�DQG�ILVFDO�LQVWUXPHQWV��VRPH�'LUHFW�0HDVXUHV�DUH�RIWHQ�WKH�UHVSRQVLELOLW\
RI�WKH�PLQLVWULHV��RU�WKHLU�HTXLYDOHQWV��GHDOLQJ�ZLWK�VFLHQFH�DQG�WHFKQRORJ\��ZKLOH
RWKHUV�IDOO�XQGHU�WKH�XPEUHOOD�RI�PLQLVWULHV�RI�LQGXVWU\�DQG�LQQRYDWLRQ���,Q
SDUDOOHO��,QGLUHFW�)LVFDO�0HDVXUHV��L�H��WD[�LQVWUXPHQWV��DUH�W\SLFDOO\�WKH
UHVSRQVLELOLW\�RI�PLQLVWULHV�RI�ILQDQFH���:LWK�+ROLVWLF�3ROLF\�PHDVXUHV��WKLV
VLWXDWLRQ�LV�H[DFHUEDWHG�HYHQ�IXUWKHU�YLD�WKH�LQYROYHPHQW�RI�PLQLVWULHV�GHDOLQJ
ZLWK�HGXFDWLRQ��WUDGH��FRPSHWLWLRQ��KHDOWK��HQYLURQPHQW�HWF�
,Q�VRPH�VHWWLQJV��WKH�DGRSWLRQ�RI�+ROLVWLF�3ROLF\�PHDVXUHV�FRXOG�OHDG�WR�D
UHDOORFDWLRQ�RI�UHVSRQVLELOLWLHV�EHWZHHQ�SXEOLF�VHFWRU�GHSDUWPHQWV�RU�HYHQ�WR�WKHLU
UHVWUXFWXULQJ���1HLWKHU�RI�WKHVH�DUH�SUHUHTXLVLWHV��KRZHYHU��DQG�WKH\�PD\�HYHQ
EH�XQGHVLUDEOH�JLYHQ�WKH�YDVW�VSUHDG�RI�SROLF\�GRPDLQV�LQYROYHG���,W�ZLOO�EH
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LPSRUWDQW��KRZHYHU��WR�HQVXUH�WKDW�PHFKDQLVPV�DUH�LQ�SODFH�WR�SURYLGH�DGHTXDWH
FR�RUGLQDWLRQ�GXULQJ�ERWK�WKH�SROLF\�IRUPXODWLRQ�DQG�LPSOHPHQWDWLRQ�SKDVHV���$W
D�QDWLRQDO�OHYHO��LQWHU�GHSDUWPHQWDO�FRPPLWWHHV�DUH�RQH�REYLRXV�PHFKDQLVP�
HVSHFLDOO\�LI�FKDLUHG�E\�+HDGV�RI�6WDWH�±�D�VLWXDWLRQ�MXVWLILHG�E\�WKH�IDFW�WKDW�WKH
WDUJHW�RI�UDLVLQJ�(8�5	'�OHYHOV�WR����RI�*'3�ZDV�VHW�E\�WKH�(XURSHDQ�&RXQFLO�
$W�WKH�OHYHO�RI�WKH�(XURSHDQ�&RPPLVVLRQ��VWHSV�ZLOO�DOVR�KDYH�WR�EH�WDNHQ�WR
HQVXUH�WKDW�WKH�GLIIHUHQW�'LUHFWRUDWHV�ZLWK�DQ�LQWHUHVW�LQ�WKH�DUHDV�DIIHFWHG�E\
+ROLVWLF�3ROLF\�SDFNDJHV�DFW�LQ�D�FRRUGLQDWHG�DQG�FRKHUHQW�IDVKLRQ�

��������3ROLFLHV�DW�5HJLRQDO��1DWLRQDO�DQG�(8�OHYHOV
+ROLVWLF�3ROLF\�VROXWLRQV�GHVLJQHG�WR�UDLVH�5	'�LQYHVWPHQW�OHYHOV�FDQ�EH
IRUPXODWHG�DW�D�YDULHW\�RI�OHYHOV���7KLV�LQ�WXUQ�UDLVHV�D�QXPEHU�RI�LVVXHV
FRQFHUQLQJ�WKH�EDODQFH�RI�HIIRUW�DQG�UHVSRQVLELOLW\�EHWZHHQ�OHYHOV��WKH�EDODQFH�RI
HIIRUW�DQG�UHVSRQVLELOLW\�ZLWKLQ�OHYHOV��DQG�FR�RUGLQDWLRQ�EHWZHHQ�OHYHOV���6RPH�RI
WKH�PRVW�LPSRUWDQW�DQG�UHOHYDQW�SRLQWV�ZKLFK�HPHUJH�IURP�D�FRQVLGHUDWLRQ�RI�WKH
JHQHUDO�OLWHUDWXUH�RQ�5	'�DQG�LQQRYDWLRQ�SROLF\�GHYHORSPHQWV�DUH�QRWHG�EHORZ�

• 5	'�DQG�LQQRYDWLRQ�SROLFLHV�KDYH�SULPDULO\�EHHQ�LPSOHPHQWHG�DW�D
QDWLRQDO�OHYHO�DFURVV�(XURSH��ZLWK�RQH�RU�WZR�PDMRU�H[FHSWLRQV���7KH
LPSRUWDQFH�RI�IRUPXODWLQJ�DQG�LPSOHPHQWLQJ�5	'�DQG�LQQRYDWLRQ
VWUDWHJLHV�DW�D�UHJLRQDO�OHYHO��KRZHYHU��LV�EHFRPLQJ�LQFUHDVLQJO\
UHFRJQLVHG�ZLWKLQ�WKH�FRQWH[W�RI�WKH�GHYHORSPHQW�RI�NQRZOHGJH�EDVHG
VRFLHWLHV�

• 7KH�DPRXQWV�RI�SXEOLF�PRQH\�DYDLODEOH�WR�VXSSRUW�5	'�DQG�LQQRYDWLRQ
UHODWHG�DFWLYLWLHV�DW�D�UHJLRQDO�OHYHO��HVSHFLDOO\�IURP�WKH�6WUXFWXUDO�)XQGV�
DUH�OLNHO\�WR�JURZ�DV�HYHU�LQFUHDVLQJ�QXPEHUV�RI�UHJLRQV�VHH�WKH
QHFHVVLW\�RI�GHYHORSLQJ�NQRZOHGJH�EDVHG�RULHQWDWLRQV�

• $V�QRWHG�HDUOLHU��WKH�FRPSOH[LRQ�RI�+ROLVWLF�3ROLF\�PL[HV�LV�D�IXQFWLRQ�RI
WKH�OHYHO�DW�ZKLFK�WKH\�DUH�IRUPXODWHG�DQG�LPSOHPHQWHG��ZLWK�SROLF\
PL[HV�DW�UHJLRQDO�OHYHOV�OLNHO\�WR�SODFH�OHVV�HPSKDVLV�RQ�WDFNOLQJ
IUDPHZRUN�FRQGLWLRQV�WKDQ�SROLFLHV�IUDPHG�DW�PRUH�DJJUHJDWHG�OHYHOV�

• ,W�IROORZV�WKDW�KH�(8�OHYHO�LV�SUREDEO\�WKH�PRVW�DSSURSULDWH�OHYHO�WR�WDFNOH
PDQ\�RI�WKH�SUREOHPV�DVVRFLDWHG�ZLWK�IUDPHZRUN�FRQGLWLRQV�

• 7KH�FRPSOH[LRQ�RI�+ROLVWLF�3ROLF\�VROXWLRQV�VKRXOG�GLIIHU�UDGLFDOO\�IURP
RQH�UHJLRQ��DQG�QDWLRQ��WR�DQRWKHU�

• 7KHUH�LV�D�GDQJHU�WKDW�PDQ\�UHJLRQV��DQG�QDWLRQV��ZLOO�DWWHPSW�WR
GHYHORS�YHU\�VLPLODU�5	'�DQG�LQQRYDWLRQ�VWUDWHJLHV�LUUHVSHFWLYH�RI�WKHLU
VWDUWLQJ�SRLQWV�XQOHVV�GHWHUPLQHG�HIIRUWV�DUH�PDGH�WR�LPSOHPHQW�+ROLVWLF
3ROLFLHV�EDVHG�RQ�D�VRXQG�DQDO\VLV�RI�FDSDELOLWLHV��QHHGV�DQG
RSSRUWXQLWLHV�

• 7KH�PRUH�OLPLWHG�QXPEHUV�RI�VWDNHKROGHUV�LQYROYHG�LQ�UHJLRQDO�V\VWHPV
PDNH�WKH�WDVN�RI�IRUPXODWLQJ�+ROLVWLF�3ROLFLHV�LQ�OLQH�ZLWK�VWDNHKROGHUV¶
QHHGV�PRUH�PDQDJHDEOH�

• +ROLVWLF�3ROLFLHV�GHVLJQHG�WR�UDLVH�5	'�OHYHOV�DUH�OLNHO\�WR�EH�PRVW
DSSURSULDWH�IRU��DQG�VXFFHVVIXO�LQ��WKRVH�UHJLRQV��DQG�QDWLRQV��ZKHUH
5	'�LQWHQVLW\�OHYHOV�DUH�DOUHDG\�KLJK�

• 3ROLFLHV�ZLWK�D�PXFK�VWURQJHU�IRFXV�RQ�LQFUHDVLQJ�DEVRUSWLYH�FDSDFLW\
WKURXJK�HGXFDWLRQ��VNLOOV�GHYHORSPHQW�DQG�FRPSHWHQFH�EXLOGLQJ�LQ�DUHDV
ZKHUH�FRPSDUDWLYH�DGYDQWDJHV�DOUHDG\�H[LVW��WRXULVP�DQG�DJULFXOWXUH�
DUH�PRUH�LPSRUWDQW�LQ�DUHDV�ZKHUH�H[LVWLQJ�5	'�LQWHQVLW\�OHYHOV�DUH�ORZ�

• 7KH�ULVH�RI�WKH�UHJLRQ�DV�DQ�LPSRUWDQW�SDUW�RI�WKH�SROLF\�GHOLYHU\�HTXDWLRQ
LQ�(XURSH�EULQJV�ZLWK�LW�WKH�WKUHDW�RI�RYHUODS�DQG�GXSOLFDWLRQ�RI�HIIRUWV
SXUVXHG�DW�QDWLRQDO�DQG�(8�OHYHOV���:LWKLQ�FRXQWULHV��QDWLRQDO
JRYHUQPHQWV�ZLOO�QHHG�WR�VWUHQJWKHQ�FR�RUGLQDWLRQ�PHFKDQLVPV�EHWZHHQ
QDWLRQDO�DQG�UHJLRQDO�OHYHOV��ZKLOH�WKH�(XURSHDQ�&RPPLVVLRQ�FRXOG�SOD\
DQ�LPSRUWDQW�SDUW�LQ�IDFLOLWDWLQJ�WKH�H[FKDQJH�RI�UHOHYDQW�H[SHULHQFHV�DQG
SROLF\�OHVVRQV�DFURVV�ERWK�FRXQWULHV�DQG�UHJLRQV�
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��������7UDGH�RIIV�EHWZHHQ�3ROLF\�6SKHUHV
7KHUH�DUH�DOZD\V�WUDGH�RIIV�EHWZHHQ�SROLFLHV�LQ�DQ\�RQH�VSKHUH�DQG�SROLFLHV�LQ
DQRWKHU���0RUH�SXEOLF�H[SHQGLWXUH�RQ�KHDOWK�DQG�HGXFDWLRQ��IRU�H[DPSOH��FDQ
OHDG�WR�OHVV�VSHQG�RQ�GHIHQFH���7KH�(XURSHDQ�&RXQFLO�WDUJHW�RI����IRU�5	'�DV�D
SHUFHQWDJH�RI�*'3��ZLWK�WKH�SXEOLF�VHFWRU�FRQWULEXWLQJ�D�VXEVWDQWLDO�SURSRUWLRQ�RI
WKLV�HYHQ�LI�SULYDWH�VHFWRU�H[SHQGLWXUH�LQFUHDVHV��ZLOO�WKXV�KDYH�FRQVHTXHQFHV�IRU
RWKHU�SROLFLHV�LI�5	'�H[SHQGLWXUH�ULVHV�LQ�OLQH�ZLWK�H[SHFWDWLRQV��HVSHFLDOO\�LI
FRXQWULHV�NHHS�WR�WKH�RYHUDOO�SXEOLF�H[SHQGLWXUH�OLPLWV�RI����VHW�E\�WKH�6WDELOLW\
3DFW���7KLV�LQ�WXUQ�PD\�OHDG�WR�SXEOLF�SUHVVXUH�IRU�D�UHYHUVDO�RI�WKH�VWDQFH�RI�WKH
(XURSHDQ�&RXQFLO�LI�H[SHQGLWXUH�LV�UHGXFHG�LQ�DUHDV�RI�JUHDWHU�SHUFHLYHG�LQWHUHVW
WR�WKH�SRSXODWLRQ�DW�ODUJH���7R�FRXQWHU�WKLV��SXEOLF�VHFWRU�ERGLHV�VKRXOG�FRQVLGHU
IXUWKHU�DFWLRQV�WR�SURPRWH�WKH�SXEOLF�XQGHUVWDQGLQJ�RI�VFLHQFH�DQG�LPSURYHG
SHUFHSWLRQV�RI�WKH�LPSRUWDQFH�RI�VFLHQFH��WHFKQRORJ\�DQG�LQQRYDWLRQ�LQ�PRGHUQ
HFRQRPLHV���*UHDWHU�DQG�PRUH�FRQFHUWHG�HIIRUWV�WR�UDLVH�SULYDWH�VHFWRU
LQYHVWPHQW�RQ�5	'�ZRXOG�DOVR�HDVH�WKH�SUHVVXUH�RQ�SXEOLF�EXGJHWV�LQ�WKH�ORQJ
UXQ�
$�UHODWHG�WUDGH�RII�VWHPV�IURP�WKH�WHQVLRQ�WKDW�H[LVWV�LQ�WKH�(8�EHWZHHQ�WKH
GULYH�IRU�JUHDWHU�FRPSHWLWLYHQHVV��KLJKHU�OHYHOV�RI�LQQRYDWLRQ�DQG�LQFUHDVHG�OHYHOV
RI�5	'�H[SHQGLWXUH�DQG�SROLF\�JRDOV�VXFK�DV�WKH�PDLQWHQDQFH�RI�(XURSHDQ�VRFLDO
ZHOIDUH�PRGHOV�DQG�WKH�GHYHORSPHQW�JRDO�RI�FRKHVLRQ���7KHUH�LV�FRQFHUQ�LQ�VRPH
TXDUWHUV�WKDW�DWWHPSWV�WR�ULYDO�WKH�86�LQ�WHUPV�RI�FRPSHWLWLYHQHVV�DQG�LQQRYDWLRQ
SHUIRUPDQFH�FDQ�RQO\�EH�DFKLHYHG�YLD�WKH�DGRSWLRQ��IRU�H[DPSOH��RI�PXFK�PRUH
IOH[LEOH�ODERXU�UHJXODWLRQV�DQG�WKH�HURVLRQ�RI�WKH�VRFLDO�ZHOIDUH�UHJLPHV�ZKLFK
FXUUHQWO\�FKDUDFWHULVH�PXFK�RI�(XURSH���6LPLODUO\��WKHUH�DUH�FRQFHUQV�WKDW�WKH
JUHDWHU�FRQFHQWUDWLRQ�RI�5	'�DQG�LQQRYDWLRQ�UHODWHG�UHVRXUFHV�WKDW�PD\�EH
QHFHVVDU\�WR�UDLVH�5	'�LQYHVWPHQW�OHYHOV�YLD�WKH�DWWUDFWLRQ�RI�IRRWORRVH�5	'
FDSDFLW\�ZLOO�DOVR�OHDG�WR�UHJLRQDO�GLVSDULWLHV���7R�VRPH�H[WHQW�WKHVH�DUH�YDOLG
FRQFHUQV��EXW�QHLWKHU�WKH�HURVLRQ�RI�VRFLDO�ZHOIDUH�UHJLPHV�QRU�JURVV�UHJLRQDO
GLVSDULWLHV�DUH�LQHYLWDEOH�FRQVHTXHQFHV�RI�DWWHPSWV�WR�UDLVH�5	'�LQYHVWPHQW�DQG
LPSURYH�LQQRYDWLYH�SHUIRUPDQFH���*RYHUQPHQWV�DQG�WKH�(8�VKRXOG�QHYHUWKHOHVV
SD\�DWWHQWLRQ�WR�WKHVH�FRQFHUQV�LQ�WKH�GHVLJQ�RI�+ROLVWLF�3ROLFLHV�DQG�FDUHIXOO\
PRQLWRU�GHYHORSPHQWV�GXULQJ�WKHLU�LPSOHPHQWDWLRQ�LQ�RUGHU�WR�LQIRUP�IXWXUH
SROLF\�GHEDWHV�

�����7KH�5ROH�RI�6WUDWHJLF�,QWHOOLJHQFH
7KH�WDVN�RI�IRUPXODWLQJ�DQ�DSSURSULDWH�SROLF\�PL[�WR�VWLPXODWH�SULYDWH�VHFWRU
LQYHVWPHQW�LQ�5	'�UHTXLUHV�LQWHQVLYH�HIIRUWV�WR�DPDVV�DOO�WKH�LQIRUPDWLRQ
QHFHVVDU\�WR�PDNH�LQWHOOLJHQW�GHFLVLRQV���7KH�DQDO\WLFDO�VWHSV�LQYROYHG�DUH�TXLWH
VWUDLJKWIRUZDUG���'DWD�LV�QHHGHG�LQ�WKH�ILUVW�LQVWDQFH�RQ�WKH�GLPHQVLRQV�RI�WKH
SUREOHP��H�J��FRPSDUDWLYH�5	'�LQWHQVLW\�OHYHOV�EHWZHHQ�GLIIHUHQW�ILUP�W\SHV�
LQGXVWULDO�VHFWRUV��UHJLRQV�DQG�FRXQWULHV��DQG�DVVHVVPHQWV�DUH�UHTXLUHG�RI�UHODWLYH
VWUHQJWKV��ZHDNQHVVHV��RSSRUWXQLWLHV�DQG�WKUHDWV���3RWHQWLDO�URXWHV�WR�UHVROYH�WKH
PRVW�SUHVVLQJ�SUREOHPV�FDQ�WKHQ�EH�LGHQWLILHG�DQG�SULRULWLVHG��H�J��D�SULPDU\
IRFXV�RQ�HIIRUWV�WR�DWWUDFW�01&V�WR�UHORFDWH�5	'�FDSDFLW\�DQG�D�VHFRQGDU\�ORQJHU
WHUP�IRFXV�RQ�WKH�FUHDWLRQ�RI�D�G\QDPLF�KLJK�WHFK�60(�VHFWRU���7KH�VXLWDELOLW\�RI
YDULRXV�SROLF\�LQVWUXPHQWV�FDQ�WKHQ�EH�FRPSDUHG��EDVHG�RQ�SDVW�DVVHVVPHQWV�RI
UHODWLYH�HIILFLHQF\��HIIHFWLYHQHVV�DQG�LPSDFW��DQG�WKH�PRVW�DSSURSULDWH�RI�WKHVH
SROLF\�LQVWUXPHQWV�PDSSHG�RQWR�HDFK�RI�WKH�SULRULW\�SUREOHPV��&RQVLGHUDWLRQ�FDQ
WKHQ�EH�JLYHQ�WR�WKH�IHDVLELOLW\�RI�FRPELQLQJ�WKH�LQVWUXPHQWV�LQWR�WKH�)RFXVHG
DQG�+ROLVWLF�3ROLF\�VROXWLRQV�QHHGHG�WR�WDFNOH�DOO�WKH�LGHQWLILHG�SUREOHPV�
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,Q�SUDFWLFH��KRZHYHU��WKH�WDVN�LV�FRPSOLFDWHG�E\�D�QXPEHU�RI�GDWD�GHILFLHQFLHV�
QRQH�RI�ZKLFK�DUH�XQH[SHFWHG��DOO�RI�ZKLFK�FDQ�EH�DPHOLRUDWHG���6RPH�RI�WKH
VWHSV�QHHGHG�WR�LPSURYH�WKH�µVWUDWHJLF�LQWHOOLJHQFH¶�XSRQ�ZKLFK�VRXQG�SROLF\
IRUPXODWLRQ�GHSHQGV�DUH�GLVFXVVHG�EHORZ�

��������,QGLFDWRUV
,QWHUQDWLRQDO�RUJDQLVDWLRQV�VXFK�DV�WKH�2(&'�DQG�WKH�(XURSHDQ�&RPPLVVLRQ
GHYRWH�FRQVLGHUDEOH�HIIRUWV�WR�WKH�FROOHFWLRQ�RI�WLPH�VHULHV�GDWD�RQ�5	'�LQWHQVLW\
OHYHOV�LQ�GLIIHUHQW�FRXQWULHV���1DWLRQDO�RUJDQLVDWLRQV�VXFK�DV�WKH�1DWLRQDO�6FLHQFH
)RXQGDWLRQ�LQ�WKH�86�DOVR�FROOHFW�DQG�SXEOLVK�VXFK�LQIRUPDWLRQ���,W�LV�VWLOO�GLIILFXOW�
KRZHYHU��WR�REWDLQ�DGHTXDWH�DQG�FRPPHQVXUDWH�WLPH�VHULHV�GDWD�RQ�5	'
LQWHQVLW\�OHYHOV�DFURVV�ILUP�W\SHV�DQG�LQGXVWULDO�VHFWRUV���7KLV�VLWXDWLRQ�QHHGV�WR
EH�UHFWLILHG�LI�WKH�DFFXUDF\�RI�SUREOHP�LGHQWLILFDWLRQ�LV�WR�LPSURYH�

��������(YDOXDWLRQV
0DQ\�JRYHUQPHQWV�LQ�WKH�(8�KDYH�HVWDEOLVKHG�HYDOXDWLRQ�V\VWHPV�WR�UHYLHZ�WKH
DSSURSULDWHQHVV��HIILFLHQF\��HIIHFWLYHQHVV�DQG�LPSDFW�RI�GLIIHUHQW�5	'�DQG
LQQRYDWLRQ�SROLF\�LQVWUXPHQWV���7KHVH�V\VWHPV�DUH�SUREDEO\�PRVW�GHYHORSHG�LQ
WKH�6FDQGLQDYLDQ�FRXQWULHV�DQG�WKH�8.�DQG�OHDVW�GHYHORSHG�LQ�VRPH�RI�WKH
FRKHVLRQ�DQG�DFFHVVLRQ�FRXQWULHV���$W�RWKHU�OHYHOV��WKH�(XURSHDQ�&RPPLVVLRQ�KDV
PDGH�VLJQLILFDQW�HIIRUWV�WR�LPSURYH�LWV�HYDOXDWLRQ�V\VWHP��ZKLOH�PRVW�UHJLRQV
KDYH�\HW�WR�LQLWLDWH�HYDOXDWLRQ�DFWLYLWLHV���:LWKLQ�DOO�WKHVH�V\VWHPV��HYDOXDWLRQ
SUDFWLFHV�UDQJH�IURP�VRSKLVWLFDWHG�HIIRUWV�WR�OHDUQ�IURP�SDVW�H[SHULHQFHV�WR
PHFKDQLVWLF�DFFRXQWDELOLW\�H[HUFLVHV���$FURVV�WKH�(8�DV�D�ZKROH��KRZHYHU��GHVSLWH
SRFNHWV�RI�H[FHOOHQFH��WKHUH�LV�VWLOO�WUHPHQGRXV�VFRSH�IRU�LPSURYHPHQW���,Q�DQ\
RQH�FRQWH[W�LW�LV�VWLOO�GLIILFXOW�WR�ILQG�HYDOXDWLRQV�RI�GLIIHUHQW�SROLF\�LQVWUXPHQWV
WKDW�DOORZ�FRPSDULVRQV�RI�UHODWLYH�HIILFDF\�WR�EH�PDGH��ZKLOH�FRPSDULVRQV�RI�WKH
XVH�RI�VLPLODU�LQVWUXPHQWV�LQ�GLIIHUHQW�QDWLRQDO�DQG�UHJLRQDO�FRQWH[WV�DUH�HYHQ
KDUGHU�WR�ORFDWH���7KHUH�LV�OLWWOH�GRXEW�WKDW�WKH�SURFHVV�RI�SROLF\�IRUPXODWLRQ
DFURVV�WKH�(8�ZRXOG�EHQHILW�HQRUPRXVO\�IURP�PRUH�FRQFHUWHG�HIIRUWV�WR
LQWURGXFH�FRPSUHKHQVLYH�HYDOXDWLRQ�V\VWHPV�ZLWK�D�OHDUQLQJ�RULHQWDWLRQ�
,PSURYHPHQWV�LQ�HYDOXDWLRQ�V\VWHPV�DUH�DOVR�UHTXLUHG�WR�PHHW�WZR�QHZ
FKDOOHQJHV���7KH�ILUVW�UHVXOWV�IURP�WKH�LQFUHDVLQJ�DQG�UHFRPPHQGHG�XVH�RI
FRPELQDWLRQV�RI�LQVWUXPHQWV�WR�WDFNOH�ERWK�VLQJOH�DQG�PXOWLSOH�SUREOHPV�ZLWKLQ
LQQRYDWLRQ�V\VWHPV���7KLV�ZLOO�SODFH�QHZ�PHWKRGRORJLFDO�GHPDQGV�RQ�WKH
HYDOXDWLRQ�FRPPXQLW\���7KH�VHFRQG�FKDOOHQJH�DULVHV�DV�D�FRQVHTXHQFH�RI�WKH
GULYH�WR�GHYHORS�D�(XURSHDQ�5HVHDUFK�$UHD��(5$��DQG�WKH�DGRSWLRQ�RI�WKH�6L[WK
)UDPHZRUN�3URJUDPPH��)3�����7R�GDWH��WKH�)UDPHZRUN�3URJUDPPHV�KDYH
SULPDULO\�EHHQ�D�ZD\�RI�DOORFDWLQJ�IXQGV�WR�WKH�UHVHDUFK�FRPPXQLW\�DFURVV�WKH
(8��ZLWK�SURJUDPPH�DLPV�FRXFKHG�LQ�WHUPV�RI�VFLHQWLILF�H[FHOOHQFH�DQG�LPSURYHG
FRPSHWLWLYHQHVV���)3���KRZHYHU��JRHV�EH\RQG�WKLV�DQG�FRQVWLWXWHV�DQ�DWWHPSW�WR
UHVWUXFWXUH�DQG�UHRULHQW�VFLHQWLILF�DQG�WHFKQRORJLFDO�DFWLYLWLHV�PXFK�PRUH�EURDGO\
ZLWKLQ�WKH�0HPEHU�6WDWHV���(IIRUWV�WR�HYDOXDWH�WKH�VXFFHVV�RI�)3���WKHUHIRUH��ZLOO
KDYH�WR�JR�EH\RQG�FRQYHQWLRQDO�HIIRUWV�WR�DVVHVV�SURJUDPPH�HIILFLHQF\�
HIIHFWLYHQHVV�DQG�LPSDFWV�E\�DJJUHJDWLQJ�WKH�DVVHVVPHQWV�RI�WKHVH�HQWLWLHV�DW�D
SURMHFW�OHYHO���,QVWHDG��WKH\�ZLOO�KDYH�WR�KDYH�DQ�DGGLWLRQDO��SULPDU\�IRFXV�RQ�WKH
FKDQJHV�LQ�WKH�VWUXFWXUH��RUJDQLVDWLRQ��GLUHFWLRQ��OHYHO�DQG�TXDOLW\�RI�VFLHQWLILF
DQG�WHFKQRORJLFDO�HQGHDYRXUV�ZLWKLQ�0HPEHU�6WDWHV���7KLV�ZLOO�LQYDULDEO\�SODFH
GHPDQGV�QRW�RQO\�RQ�WKH�&RPPLVVLRQ¶V�HYDOXDWLRQ�V\VWHP��EXW�DOVR�RQ�WKH
HYDOXDWLRQ�V\VWHPV�RI�DOO�0HPEHU�6WDWHV��VLQFH�WKH�RQO\�ZD\�DVVHVVPHQWV�RI�WKLV
QDWXUH�FDQ�EH�FRQGXFWHG�LV�YLD�FRRUGLQDWHG��SRROHG�HIIRUWV�DFURVV�WKH�(8�



���

��������%HQFKPDUNLQJ
7KH�VWUDWHJLF�LQWHOOLJHQFH�QHHGV�RI�SROLF\PDNHUV�HYROYLQJ�DSSURSULDWH�SROLF\
PL[HV�LQ�GLIIHUHQW�VHWWLQJV�DUH�WUHPHQGRXV���'DWD�DUH�UHTXLUHG�QRW�RQO\�RQ�SROLF\
SHUIRUPDQFH�DQG�VFLHQWLILF��WHFKQRORJLFDO�DQG�LQQRYDWLRQ�UHODWHG�WUHQGV�LQ�DQ\
RQH�VHWWLQJ��EXW�DOVR�RQ�VLPLODU�WUHQGV�DQG�RXWFRPHV�LQ�RWKHU�VHWWLQJV��SUHIHUDEO\
LQ�D�FRPPHQVXUDWH�IRUP�WKDW�DOORZV�FRPSDULVRQV�WR�EH�PDGH�DQG�IDFLOLWDWHV
HVWLPDWHV�RI�EHVW�SUDFWLFH���-XVW�DV�DVVHVVPHQWV�RI�WKH�LPSDFW�RI�)3��RQ�WKH
IDEULF�RI�(XURSHDQ�VFLHQFH�DQG�WHFKQRORJ\�HQGHDYRXUV�ZLOO�UHTXLUH�FRRUGLQDWHG
HIIRUWV�DFURVV�0HPEHU�6WDWHV��HIIRUWV�WR�EHQFKPDUN�LQQRYDWLRQ�V\VWHP
SHUIRUPDQFH�DW�UHJLRQDO��QDWLRQDO�DQG�LQWHUQDWLRQDO�OHYHOV�ZLOO�DOVR�QHFHVVLWDWH�D
KLJK�GHJUHH�RI�LQWHUDFWLRQ�DQG�FRRUGLQDWLRQ�EHWZHHQ�WKH�UHOHYDQW�DXWKRULWLHV�LI
PXWXDO�OHDUQLQJ�LV�WR�RFFXU�
,I�EHQFKPDUNLQJ�GHPDQGV�FRRUGLQDWLRQ��LW�LV�DOVR�WUXH�WR�VD\�WKDW�FRRUGLQDWHG
SROLF\PDNLQJ�GHPDQGV�EHQFKPDUNLQJ���7KH�2SHQ�0HWKRG�RI�&RRUGLQDWLRQ��20&�
KDV�EHHQ�SURSRVHG�E\�WKH�/LVERQ�(XURSHDQ�&RXQFLO�DV�D�PHDQV�RI�OLQNLQJ
SROLF\PDNLQJ�LQ�WKH�(8��DQG�WKH�DSSOLFDWLRQ�RI�WKLV�FRQFHSW�LV�FXUUHQWO\�EHLQJ
H[SORUHG�LQ�WKH�ILHOG�RI�UHVHDUFK�DQG�WHFKQRORJ\�GHYHORSPHQW���,Q�HVVHQFH�WKLV
ZLOO�LQYROYH�WKH�VKDULQJ�RI�LQIRUPDWLRQ�DERXW�SROLF\�SUDFWLFHV�DQG�LQWHQWLRQV�DQG
WKH�HYROXWLRQ�RI�PXWXDOO\�VXSSRUWLYH�SROLFLHV�LQ�WKH�IXWXUH���7KH�OLQN�ZLWK��DQG
QHHG�IRU��EHQFKPDUNLQJ�LV�WKHUHIRUH�SDOSDEOH���,I�20&�LV�DFFHSWHG�LQ�WKLV�ILHOG�
FRRUGLQDWHG�DSSURDFKHV�WR�SROLF\PDNLQJ�DUH�OLNHO\�WR�EHQHILW�HQRUPRXVO\�IURP
FRQFHUWHG�EHQFKPDUNLQJ�HIIRUWV�DFURVV�WKH�(8���&RQYHUVHO\��HIIRUWV�WR�EHQFKPDUN
LQQRYDWLRQ�V\VWHP�SHUIRUPDQFH�ZLOO�DOVR�EH�JUHDWO\�HQKDQFHG�DQG�WKH�XWLOLW\�RI
EHQFKPDUNLQJ�H[HUFLVHV�LPSURYHG�YLD�WKH�GLUHFW�OLQN�ZLWK�SROLF\PDNLQJ�
&DUH�ZLOO�KDYH�WR�EH�WDNHQ��KRZHYHU��WR�HQVXUH�WKDW�WKH�UHVXOWV�RI�EHQFKPDUNLQJ
H[HUFLVHV�DUH�LQWHUSUHWHG�FRUUHFWO\�DQG�DFWHG�XSRQ�VHQVLEO\���$�µQDwYH
EHQFKPDUNLQJ¶�DSSURDFK��IRU�H[DPSOH��ZRXOG�EH�WR�FRQVLGHU�WKH�FXUUHQW�JDS�LQ
5	'�LQWHQVLW\�EHWZHHQ�WKH�86�DQG�WKH�(8��VHW�DQ�DJJUHJDWH�WDUJHW�RI����DFURVV
WKH�(8��DQG�DVN�DOO�0HPEHU�6WDWHV�WR�SXUVXH�WKLV�WDUJHW�LUUHVSHFWLYH�RI�RWKHU
SUHVVLQJ�SUREOHPV�ZLWKLQ�WKHLU�RZQ�LQQRYDWLRQ�V\VWHPV���$OWHUQDWLYHO\��DSSOLFDWLRQ
RI�DQ�µLQWHOOLJHQW�EHQFKPDUNLQJ¶�DSSURDFK�ZRXOG�LQYROYH�0HPEHU�6WDWHV
FRQVLGHULQJ�KRZ�GHILFLHQFLHV�LQ�WKHLU�RZQ�LQQRYDWLRQ�V\VWHPV��LGHQWLILHG�YLD�WKH
XVH�RI�VWUDWHJLF�LQWHOOLJHQFH�WRROV�VXFK�DV�HYDOXDWLRQ�DQG�EHQFKPDUNLQJ��FRXOG�EH
UHVROYHG�YLD�URXWHV�ZKLFK�ZRXOG�VLPXOWDQHRXVO\�UDLVH�5	'�FDSDFLW\���7KLV�PD\
VRXQG�RYHUWO\�RSWLPLVWLF��EXW�LV�WKLV�UHDOO\�WKH�FDVH�ZKHQ�ZH�NQRZ��IRU�H[DPSOH�
WKDW�LPSURYHPHQWV�LQ�LQQRYDWLRQ�SHUIRUPDQFH�DQG�PDUNHW�VXFFHVV�DUH�PDMRU
VRXUFHV�RI�5	'�LQYHVWPHQW�FDSLWDO��DQG�WKDW�GUDPDWLF�LPSURYHPHQWV�LQ�WKH
TXDQWLW\�DQG�TXDOLW\�RI�UHVHDUFKHUV�LQ�D�FRXQWU\�FDQ�DFW�DV�PDJQHWV�IRU�WKH
IRRWORRVH�5	'�FDSDFLW\�RI�01&V"
7R�FRPSOHWH�WKH�F\FOH��SROLFLHV�DGRSWHG�DW�D�QDWLRQDO��DQG�UHJLRQDO��OHYHO�ZRXOG
WKHQ�EH�FRPSOHPHQWHG�E\�PRQLWRULQJ�DFWLYLWLHV�ZKLFK�ZRXOG�IHHG�LQWR�FROOHFWLYH
EHQFKPDUNLQJ�DFWLYLWLHV�DQG�FRPSOHPHQW�VWUDWHJLF�LQWHOOLJHQFH���,Q�WXUQ�WKLV
ZRXOG�KHOS�LPSURYH�UHJLRQDO�DQG�QDWLRQDO�SROLFLHV�DQG�ILOWHU�HYHQWXDOO\�LQWR�WKH
QHJRWLDWLRQ�RI�QHZ�DQG�UHYLVHG�SROLF\�WDUJHWV�DW�D�KLJKHU�(8�OHYHO���7KHUH�LV�WKXV
QR�QHFHVVLW\�IRU�µQDwYH�EHQFKPDUNLQJ¶�WR�OHDG�WR�LQDSSURSULDWH�SROLF\�VROXWLRQV�LI
µLQWHOOLJHQW�EHQFKPDUNLQJ¶�DSSURDFKHV�DUH�XVHG�WR�VHW�XS�D�YLUWXRXV�F\FOH�RI
OLQNHG�EHQFKPDUNLQJ�DQG�SROLF\PDNLQJ�DFWLYLWLHV�
7KH�DGRSWLRQ�RI�DQ�DSSURSULDWH�SROLF\�PL[�WR�UHDFK�WKH����WDUJHW�DOVR�KDV
LPSOLFDWLRQV�IRU�EHQFKPDUNLQJ�SULRULWLHV�LQ�IXWXUH���$V�QRWHG�WKURXJKRXW�WKLV
UHSRUW��PXFK�RI�WKH�JDS�ZLWK�WKH�86$�LV�FDXVHG�E\�GLIIHUHQFHV�LQ�LQGXVWULDO
VWUXFWXUH��ZLWK�WKH�86�KDYLQJ�D�PXFK�KLJKHU�SURSRUWLRQ�RI�ODUJH�5	'�LQWHQVLYH
01&V�LQ�KLJK�WHFK�DUHDV�VXFK�DV�,&7�DQG�D�JUHDWHU�SURSRUWLRQ�RI�KLJK�WHFK�ILUPV
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JHQHUDOO\�WKDQ�WKH�(8���$Q\�DWWHPSWV�WR�UHFWLI\�WKHVH�LPEDODQFHV�ZLOO�WKHUHIRUH
LQYROYH�D�UDQJH�RI�SROLF\�PHDVXUHV��LQFOXGLQJ�DWWHPSWV�WR�DWWUDFW�01&V�WR�ORFDWH
RU�UHORFDWH�5	'�FDSDFLW\�LQ�WKH�(8�DQG�HIIRUWV�WR�VWLPXODWH�WKH�FUHDWLRQ�DQG
JURZWK�RI�QHZ��KLJK�WHFK�5	'�LQWHQVLYH�60(V���,Q�WXUQ��WKHVH�PD\�LQYROYH
DWWHPSWV�WR�LPSURYH�WKH�SXEOLF�UHVHDUFK�EDVH�YLD�WKH�FUHDWLRQ�RI�FHQWUHV�RI
H[FHOOHQFH�WR�ULYDO�6WDQIRUG��0,7��+DUYDUG��HWF���DOO�PDJQHWV�IRU�WKH�FR�ORFDWLRQ�RI
LQGXVWULDO�UHVHDUFK�ODEV���HIIRUWV�WR�VWLPXODWH�WKH�G\QDPLF�FOXVWHULQJ�RI�01&V�
UHVHDUFK�ODEV�DQG�KLJK�WHFK�60(V��ZKLFK�DFW�DV�D�EUHHGLQJ�JURXQG�IRU�VWDUW�XSV
DQG�VSLQ�RIIV���DQG�HIIRUWV�WR�LPSURYH�WKH�IORZ�RI�JUDGXDWHV�LQWR�UHVHDUFK��VLQFH
WKH����WDUJHW�LV�QRW�OLNHO\�WR�EH�UHDFKHG�LI�WKH�TXDQWLW\�DQG�TXDOLW\�RI
UHVHDUFKHUV�LQ�WKH�(8�GR�QRW�LQFUHDVH�GUDPDWLFDOO\���6XLWDEOH�EHQFKPDUNLQJ�WRSLFV
DQG�LQGLFDWRUV�IRU�WKH����WDUJHW�WKXV�LQFOXGH��DPRQJVW�PDQ\�RWKHU�SRVVLELOLWLHV�

• $JJUHJDWH�5	'�LQWHQVLW\�ILJXUHV�DW�(8��QDWLRQDO�DQG�UHJLRQDO�OHYHOV�
• 5	'�LQWHQVLW\�GDWD�DW�LQGXVWU\�VHFWRU�OHYHO�
• 5	'�LQWHQVLW\�GDWD�EURNHQ�GRZQ�E\�ILUP�VL]H�DQG�WHFKQRORJLFDO�FDSDELOLW\

�KLJK�WHFK��PHGLXP�WHFK��ORZ�WHFK�HWF���
• &RPSDUDWLYH�DQDO\VHV�RI�JRRG�SUDFWLFH�LQ�WHUPV�RI�SROLFLHV�WR�DWWUDFW�01&

UHVHDUFK�ODEV�
• 'DWD�RQ�WKH�FKDQJLQJ�GLVWULEXWLRQ�RI�FHQWUHV�RI�H[FHOOHQFH�DFURVV�WKH�(8
• &RPSDUDWLYH�DQDO\VHV�RI�JRRG�SUDFWLFH�LQ�WHUPV�RI�SROLFLHV�WR�VWLPXODWH

QHZ�KLJK�WHFK�ILUP�IRUPDWLRQ�
• &RPSDUDWLYH�DQDO\VHV�RI�JRRG�SUDFWLFH�LQ�WHUPV�RI�FOXVWHU�GHYHORSPHQW�
• &RPSDUDWLYH�DQDO\VHV�RI�PHDVXUHV�GHVLJQHG�WR�VWLPXODWH�WKH�IORZ�RI

JUDGXDWHV�LQWR�UHVHDUFK�
• 'DWD�RQ�WKH�IORZ�RI�JUDGXDWHV�LQWR�UHVHDUFK�

��������)XWXUH�RULHQWHG�$FWLYLWLHV
:KHUHDV�HYDOXDWLRQ�DQG�EHQFKPDUNLQJ�H[HUFLVHV�KDYH�DQ�H\H�RQ�SDVW
SHUIRUPDQFH�DQG�KLVWRULFDO�WUHQGV��DVVHVVLQJ�IXWXUH�RSSRUWXQLWLHV�DQG�WKUHDWV�LV
DOVR�DQ�LPSRUWDQW�VWHS�LQ�DVVHVVLQJ�WKH�DSSURSULDWHQHVV�RI�DQ\�SROLF\�PL[���)RU
WKH����GULYH�LQ�SDUWLFXODU��IRUHVLJKW�DQG�VLPLODU�H[HUFLVHV�KDYH�D�FUXFLDO�UROH�WR
SOD\�LQ�PDWFKLQJ�SURVSHFWLYH�SROLFLHV�ZLWK�FXUUHQW�FDSDELOLWLHV�DQG�IXWXUH
DVSLUDWLRQV���,GHQWLI\LQJ�WHFKQRORJ\�µKRW�VSRWV¶�DQG�HVWLPDWLQJ�WKHLU�SRWHQWLDO�IRU
JURZWK�ZLOO�EH�SDUWLFXODUO\�LPSRUWDQW���,Q�DQ�(8�FRQWH[W��LW�ZLOO�DOVR�EH�QHFHVVDU\
WR�H[SORUH�WKH�IHDVLELOLW\�DQG�GHVLUDELOLW\�RI�GLIIHUHQW�VRFLR�HFRQRPLF�VFHQDULRV�IRU
WKH�IXWXUH���7KH�W\SHV�RI�SROLF\�PL[�DGYRFDWHG�LQ�WKLV�UHSRUW�WR�UDLVH�(8�5	'
OHYHOV�DQG�LQWHQVLW\�VKRXOG�OHDG�WR�LQGXVWULDO�UHVWUXFWXULQJ�DQG�D�UHFRQILJXUDWLRQ
RI�WKH�VFLHQFH��WHFKQRORJ\�DQG�LQQRYDWLRQ�ODQGVFDSH�RI�WKH�(8���7KH�RXWFRPHV�RI
WKHVH�FKDQJHV��KRZHYHU��DUH�QRW�SUHGHWHUPLQHG�LQ�DQ\�ZD\���7KH\�DUH�VRFLDOO\
GHWHUPLQHG���(IIRUWV�DUH�QHHGHG��WKHUHIRUH��WR�VHQVLWLVH�WKH�PXOWLSOH�VWDNHKROGHUV
DIIHFWHG�E\�WKHVH�FKDQJHV�WR�WKH�LPSRUWDQFH�RI�FRQWULEXWLQJ�WR�WKH�SROLF\�GHEDWH
WKDW�ZLOO�VKDSH�WKH�UHVXOWDQW�RXWFRPHV�
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������&RQFOXVLRQV�DQG�5HFRPPHQGDWLRQV

������5LVLQJ�WR�WKH�&KDOOHQJH
5DGLFDO�LPSURYHPHQWV�LQ�WKH�HIIHFWLYHQHVV�RI�WKH�PL[�RI�SXEOLF�VXSSRUW
LQVWUXPHQWV�IRU�5	'�DUH�QHFHVVDU\�LI�WKH�(8�LV�WR�UHDFK�WKH�WDUJHW�ILJXUH�IRU�5	'
LQWHQVLW\�RI����RI�*'3�E\��������µ%XVLQHVV�DV�XVXDO¶�LV�QRW�DQ�RSWLRQ���(YHQ
PRGHVW�LQFUHDVHV�LQ�WKH�VFDOH�DQG�DGHTXDF\�RI�H[LVWLQJ�HIIRUWV�WR�VWLPXODWH
SULYDWH�VHFWRU�LQYHVWPHQW�LQ�5	'�±�ZKLFK�LV�H[SHFWHG�WR�DFFRXQW�IRU�WZR�WKLUGV�RI
RYHUDOO�5	'�H[SHQGLWXUH�E\������±�ZLOO�QRW�EH�HQRXJK���7KH�JDS�ZLWK�WKH�86�LQ
SDUWLFXODU�LV�ZLGHQLQJ��WKH�LQFHQWLYHV�IRU�LQGXVWU\�WR�LQFUHDVH�5	'�LQYHVWPHQW�LQ
WKH�(8�DUH�FXUUHQWO\�LQVXIILFLHQW��DQG�ERWWOHQHFNV�VXFK�DV�DQ�LQDGHTXDWH�VXSSO\�RI
TXDOLILHG�UHVHDUFKHUV�ZLOO�FRQWLQXH�WR�EORFN�SURJUHVV�WRZDUGV�WKH�WDUJHW�XQOHVV
GUDVWLF�DFWLRQ�LV�WDNHQ�
7KH�(XURSHDQ�&RXQFLO�QHHGV�WR�EH�DOHUWHG�DV�VRRQ�DV�SRVVLEOH�WR�WKH
IDFW�WKDW�WKH�SULYDWH�VHFWRU�FRQWULEXWLRQ�WR�WKH����WDUJHW�VHW�LQ
%DUFHORQD�LQ�0DUFK������ZLOO�QRW�EH�UHDOLVHG�ZLWKRXW�UDGLFDO
LPSURYHPHQWV�LQ�WKH�H[LVWLQJ�PL[�RI�SXEOLF�VXSSRUW�PHFKDQLVPV�IRU
5	'�
$QDO\VLV�RI�WKH�FDXVHV�RI�WKH�JDS�DQG�SRWHQWLDO�PHDQV�RI�FORVLQJ�LW�LQGLFDWH�WKDW
PXFK�RI�LW�LV�GXH�WR�LQGXVWULDO�VWUXFWXUH�GLIIHUHQFHV�DQG�GHILFLHQFLHV�LQ�WKH�(8
LQQRYDWLRQ�V\VWHP�DV�D�ZKROH���,Q�WHUPV�RI�WKH�IRUPHU��WKH�86�KDV�ODUJHU
SURSRUWLRQV�RI�KLJK�WHFK�FRPSDQLHV�DQG�KLJKO\�5	'�LQWHQVLYH�01&V�LQ�LWV
LQGXVWULDO�FRPSOH[LRQ�DQG�SRVVHVVHV�WKH�ODUJHVW�FRQFHQWUDWLRQ�RI�KLJKO\�5	'�
LQWHQVLYH�,&7�FRPSDQLHV�LQ�WKH�ZRUOG���3URVSHFWV�IRU�WKH�FUHDWLRQ�DQG�JURZWK�RI
5	'�LQWHQVLYH�ILUPV�LQ�ELRWHFKQRORJ\��QDQRWHFKQRORJ\�DQG�DGYDQFHG�QHZ
PDWHULDOV�DUH�DOVR�KHDOWK\���,Q�FRPSDULVRQ��WKH�(8�LQGXVWULDO�VWUXFWXUH�KDV�PRUH
ORZ��WR�PHGLXP�WHFK�FRPSDQLHV�DQG�D�ODUJHU�VKDUH�RI�5	'�FDUULHG�RXW�E\�60(V�
7R�D�ODUJH�H[WHQW��FORVLQJ�WKH�JDS�PHDQV�UHFWLI\LQJ�WKHVH�VWUXFWXUDO�GLIIHUHQFHV�
ZKLFK�LQ�WXUQ�FDOOV�IRU�WKH�LPSOHPHQWDWLRQ�RI�D�PXFK�EURDGHU�VXLWH�RI�SROLFLHV
WKDQ�WKRVH�W\SLFDOO\�DVVRFLDWHG�ZLWK�VXSSRUW�IRU�5	'�
7KH�QDWXUH�RI�WKH�JDS�FDOOV�IRU�SROLFLHV�FDSDEOH�RI�LQVWLJDWLQJ�D
ZKROHVDOH�VKLIW�IURP�DQ�(8�LQGXVWULDO�VWUXFWXUH�GRPLQDWHG�E\�60(V�DQG
ORZ�WR�PHGLXP�WHFK�VHFWRUV�WR�RQH�ZLWK�D�ODUJHU�SURSRUWLRQ�RI�KLJK�
WHFK�VHFWRUV�DQG�5	'�LQWHQVLYH�FRQJORPHUDWHV�ZRUNLQJ�LQ�FRQMXQFWLRQ
ZLWK�60(V�
$OWKRXJK�LQFUHDVLQJ�WKH�DPRXQW�RI�5	'�SHUIRUPHG�LQ�WKH�(8�LV�D�QHFHVVDU\
FRQGLWLRQ�IRU�WKH�(8�WR�FORVH�WKH�JDS�ZLWK�WKH�86�DQG�UHDFK�WKH�%DUFHORQD�WDUJHW�
WKLV�ZLOO�QRW�EH�VXIILFLHQW�LQ�LWVHOI�IRU�WKH�(8�WR�UHDFK�WKH�/LVERQ�WDUJHW�RI
EHFRPLQJ�WKH�ZRUOG¶V�OHDGLQJ�NQRZOHGJH�EDVHG�VRFLHW\���7KLV�ZLOO�UHTXLUH�PDQ\
RWKHU�LQLWLDWLYHV�DLPHG�DW�UHFWLI\LQJ�GHILFLHQFLHV�LQ�WKH�(8�LQQRYDWLRQ�V\VWHP�
7KHVH�LQFOXGH�HIIRUWV�QRW�RQO\�WR�VWUHQJWKHQ�WKH�5	'�EDVH�LQ�WKH�(8�EXW�DOVR
HIIRUWV�DLPHG�DW�LPSURYLQJ�WKH�SURGXFWLYLW\�RI�5	'��HQKDQFLQJ�WKH�DELOLW\�RI�ILUPV
WR�H[SORLW�5	'�DFWLYLWLHV��DQG�SURPRWLQJ�WKH�ZLGHVSUHDG�GLIIXVLRQ�DQG�DEVRUSWLRQ
RI�LQQRYDWLRQV�WKURXJKRXW�WKH�HFRQRP\���7KH�ODWWHU�LV�D�SDUWLFXODU�SUREOHP�LQ�WKH
(8��EXW�LPSURYHPHQWV�LQ�DOO�WKHVH�VSKHUHV�DUH�QHHGHG�LI�WKH�(8�LQQRYDWLRQ
V\VWHP�LV�WR�IXQFWLRQ�HIILFLHQWO\�DQG�HIIHFWLYHO\�±�D�QHFHVVDU\�SUHUHTXLVLWH�IRU
DWWDLQLQJ�WKH�/LVERQ�WDUJHW���&UXFLDOO\��KRZHYHU��WKHVH�FKDQJHV�DUH�DOVR�QHHGHG�LI
WKH�%DUFHORQD�WDUJHW�RI����LV�WR�EH�PHW���5	'�LQYHVWPHQW�OHYHOV�DUH�XOWLPDWHO\
GHSHQGHQW�RQ�EXR\DQW�HFRQRPLHV�DQG�UHDOLVWLF�SURVSHFWV�RI�FRPPHUFLDO�VXFFHVV�
ZKLFK�LQ�WXUQ�UHTXLUH�DOO�SDUWV�RI�WKH�(8�LQQRYDWLRQ�V\VWHP�WR�IXQFWLRQ
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KDUPRQLRXVO\���$OWKRXJK�VHWWLQJ�D�WDUJHW�IRU�5	'�LQWHQVLW\�DW�%DUFHORQD�ZDV�D
ZHOFRPH�VWHS�WKDW�KDV�VWLPXODWHG�PXFK�FRQVWUXFWLYH�SROLF\�WKLQNLQJ��LW�QRZ�QHHGV
WR�EH�FRPSOHPHQWHG�E\�IXUWKHU�HIIRUWV�ZKLFK�IRFXV�RQ�LPSURYHPHQWV�HOVHZKHUH
LQ�WKH�(8�LQQRYDWLRQ�V\VWHP�
7KH�(XURSHDQ�&RXQFLO�VKRXOG�EH�PDGH�DZDUH�WKDW�VHWWLQJ�DQG�DWWDLQLQJ
DGGLWLRQDO�LQQRYDWLRQ�V\VWHP�WDUJHWV�UHODWHG�WR�WKH�VXSSO\�RI
UHVHDUFKHUV��WKH�H[SORLWDWLRQ�RI�5	'�DQG�WKH�GLIIXVLRQ�RI�LQQRYDWLRQV
DUH�QHFHVVDU\�QH[W�VWHSV�LI�ERWK�WKH�%DUFHORQD�DQG�/LVERQ�WDUJHWV�DUH
WR�EH�UHDFKHG�
7KH�UDGLFDO�FKDQJHV�LQ�(8�LQGXVWULDO�VWUXFWXUH�DQG�WKH�LPSURYHPHQWV�LQ
LQQRYDWLRQ�V\VWHP�SHUIRUPDQFH�ZKLFK�DUH�QHHGHG�WR�DWWDLQ�WKH�(XURSHDQ
&RXQFLO¶V�WDUJHWV�FDOO�IRU�D�PXFK�PRUH�LQWHJUDWHG�VHW�RI�SROLFLHV�DORQJ�D�EURDGHU
ZDWHUIURQW�WKDQ�KDV�EHHQ�WKH�FDVH�KLWKHUWR���0RUH�WKDQ�HYHU�EHIRUH��D�KROLVWLF
DSSURDFK�LV�QHHGHG�LQ�WKH�FRQVWUXFWLRQ�RI�DGHTXDWH�SROLF\�SRUWIROLRV���7KHUH�LV
OLWWOH�GRXEW�WKDW�WUDGLWLRQDO�5	'�VXSSRUW�PHDVXUHV�VXFK�DV�SXEOLF�VHFWRU�VXEVLGLHV
IRU�5	'�SURMHFWV�RU�5	'�UHODWHG�WD[�LQFHQWLYHV�KDYH�D�PDMRU�SDUW�WR�SOD\�LQ
VWLPXODWLQJ�SULYDWH�VHFWRU�LQYHVWPHQW�LQ�5	'��EXW�WKH�GHSOR\PHQW�RI�WKHVH
PHDVXUHV�ZLOO�EH�WR�OLWWOH�DYDLO�LQ�WKH�DEVHQFH�RI�SDUDOOHO�PHDVXUHV�WDFNOLQJ
H[WHUQDO�IUDPHZRUN�FRQGLWLRQV���5	'�LQYHVWPHQW�EHKDYLRXU�LV�FRQGLWLRQHG�DQG
PRGLILHG�LQ�PXFK�WKH�VDPH�ZD\�WKDW�JHQHUDO�EXVLQHVV�EHKDYLRXU�LV�DIIHFWHG�E\
JHQHUDO�PDFURHFRQRPLF�GHYHORSPHQWV���3ROLF\�LQWHUYHQWLRQ�LQ�ILQDQFLDO�DQG�ODERXU
PDUNHWV�FDQ�KDYH�FULWLFDO�LPSDFWV�RQ�WKH�DYDLODELOLW\�DQG�IORZ�RI�FDSLWDO�DQG
ODERXU���&RPSHWLWLRQ�SROLF\�FDQ�VRPHWLPHV�LQKLELW�LQQRYDWLRQ�DQG�VXSSUHVV�5	'
LQYHVWPHQW�XQOHVV�LW�LV�FDUHIXOO\�IUDPHG�DQG�LPSOHPHQWHG���6WDQGDUGV�DQG
UHJXODWLRQV�DQG�SROLFLHV�GHVLJQHG�WR�SURWHFW�LQWHOOHFWXDO�SURSHUW\�DOVR�UHTXLUH
FDUHIXO�VSHFLILFDWLRQ�LI�WKH\�DUH�WR�SURPRWH�UDWKHU�WKDQ�LQKLELW�5	'��DQG
DSSURSULDWH�HGXFDWLRQDO�SROLFHV�DUH�YLWDO�QRW�RQO\�WR�HQVXUH�VXIILFLHQW�VXSSOLHV�RI
VFLHQWLVWV��HQJLQHHUV�DQG�UHVHDUFKHUV��EXW�DOVR�WR�HQVXUH�WKDW�WKH�JHQHUDO
SRSXODFH�LV�VXIILFLHQWO\�HGXFDWHG�WR�DSSUHFLDWH�DQG�EHQHILW�IURP�WKH�IUXLWV�RI
VFLHQFH��WHFKQRORJ\��LQQRYDWLRQ�DQG�NQRZOHGJH�VRFLHWLHV�JHQHUDOO\�
$�KROLVWLF�SHUVSHFWLYH�LV�QHHGHG�LQ�WKH�FRQVWUXFWLRQ�RI�SROLF\�SRUWIROLRV
LI�DSSURSULDWH�DQG�HIIHFWLYH�VROXWLRQV�DUH�WR�EH�IRXQG�WR�WKH�SUREOHP�RI
ORZ�SULYDWH�VHFWRU�LQYHVWPHQW�LQ�5	'�
$�QHVWHG�DSSURDFK�WR�WKH�GHYHORSPHQW�DQG�LPSOHPHQWDWLRQ�RI�DSSURSULDWH�SROLF\
SRUWIROLRV�ZLOO�DOVR�EH�QHHGHG���:KHUHDV�D�KROLVWLF�DSSURDFK�SURYLGHV�WKH
µKHOLFRSWHU¶�SHUVSHFWLYH�QHHGHG�WR�LGHQWLI\�DOO�WKH�FRUUHFW�LQJUHGLHQWV�LQ�D�SROLF\
PL[��WKHVH�FRPSRQHQW�SROLFLHV�ZLOO�QHHG�WR�EH�LPSOHPHQWHG�YLD�PRUH�IRFXVHG
SROLF\�SDFNDJHV�FRPSULVLQJ�RQH�RU�PRUH�LQGLYLGXDO�SROLF\�HOHPHQWV���,Q�SDUWLFXODU�
PDQ\�RI�WKHVH�IRFXVHG�SROLF\�SDFNDJHV�ZLOO�QHHG�WR�OLQN�SROLF\�LQLWLDWLYHV�WKDW
WDFNOH�FRQWLJXRXV�SUREOHPV�DORQJ�LQQRYDWLRQ�FKDLQV���7UDGLWLRQDO�5	'�SURMHFW
VXSSRUW�PHFKDQLVPV�IRU�60(V��IRU�H[DPSOH��PD\�QHHG�WR�EH�VXSSOHPHQWHG�ZLWK
FRPSOHPHQWDU\�PHFKDQLVPV�WKDW�HQFRXUDJH�JURZWK�DQG�H[SDQVLRQ�DW�ODWHU
VWDJHV�LQ�WKH�LQQRYDWLRQ�SURFHVV��DQG�SROLFLHV�GHVLJQHG�WR�IRVWHU�VSLQ�RIIV��VWDUW�
XSV�DQG�17%)V�ZRXOG�XQGRXEWHGO\�EHQHILW�IURP�FRPSOHPHQWDU\�SROLFLHV�WR
HQFRXUDJH�WKH�GHYHORSPHQW�RI�FOXVWHUV�RI�KLJK�WHFK�60(V��ODUJH�ILUPV�DQG
DFDGHPLF�LQVWLWXWLRQV�
)RFXVHG�SROLF\�SDFNDJHV�FRPSULVLQJ�VHWV�RI�FRPSOHPHQWDU\�SROLF\
LQVWUXPHQWV�ZLOO�EH�QHHGHG�WR�HQVXUH�WKDW�DFWLRQV�GHVLJQHG�WR
VWLPXODWH�5	'�DFWLYLWLHV�DUH�OLQNHG�HIIHFWLYHO\�WR�RWKHU�LQQRYDWLRQ�
UHODWHG�DFWLYLWLHV�
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7KH�DGRSWLRQ�RI�KROLVWLF�SHUVSHFWLYHV�DQG�WKH�GHVLJQ�RI�IRFXVHG�SROLF\�SDFNDJHV
ZLOO�LQYDULDEO\�LQYROYH�FKRLFHV�DORQJ�PDQ\�GLPHQVLRQV�DQG�GHFLVLRQV�EDVHG�RQ
FDUHIXO�FRQVLGHUDWLRQ�RI�PXOWLSOH�RSWLRQV��FRPSHWLQJ�QHHGV�DQG�FRQWH[WXDO
LGLRV\QFUDVLHV���6RPH�RI�WKHVH�FKRLFHV�ZLOO�LQYROYH�ILQGLQJ�DQ�DSSURSULDWH�EDODQFH
EHWZHHQ�WKH�µSXEOLF�VHFWRU�JRRG¶�DQG�WKH�µSULYDWH�VHFWRU�JRRG¶���5	'�WD[
LQFHQWLYHV��IRU�H[DPSOH��EHQHILW�WKH�SULYDWH�VHFWRU�LQ�WKH�VKRUW�WHUP�DQG�WKH
SXEOLF�VHFWRU�LQ�WKH�ORQJ�WHUP�LI�WKH\�GR�OHDG�WR�LQFUHDVHG�5	'�OHYHOV��EXW�WKH\
RQO\�EHQHILW�WKH�SULYDWH�VHFWRU�LI�WKH\�IDLO�WR�VWLPXODWH�DGGLWLRQDO�5	'�DQG�RQO\
VXEVLGLVH�H[LVWLQJ�DFWLYLWLHV���&KHFNV�DUH�WKXV�QHHGHG�WR�HQVXUH�DGGLWLRQDOLW\��EXW
WKHVH�LQFUHDVH�WKH�DGPLQLVWUDWLYH�RYHUKHDGV�IRU�ILUPV�DQG�DFW�DV�D�GLVLQFHQWLYH�WR
SDUWLFLSDWH���7KH�WULFN��WKHUHIRUH��LV�WR�ILQG�DQ�DSSURSULDWH�EDODQFH�WKDW�HQKDQFHV
ERWK�SXEOLF�DQG�SULYDWH�VHFWRU�JRRG���,Q�RWKHU�VLWXDWLRQV��WKH�GHFLGLQJ�IDFWRU�LQ
WKH�FKRLFH�RI�DQ�DSSURSULDWH�SROLF\�LQVWUXPHQW�ZLOO�GHSHQG�RQ�WKH�VRFLDO�DQG
LQVWLWXWLRQDO�VHWWLQJ���)LVFDO�5	'�LQFHQWLYHV��IRU�H[DPSOH��DUH�OHVV�HIIHFWLYH�LQ
FRXQWULHV�ZLWK�ORZ�FRUSRUDWH�WD[DWLRQ�OHYHOV��DQG�WD[�LQFHQWLYHV�EDVHG�RQ�UHGXFHG
LQFRPH�WD[�SD\PHQWV�IRU�LQGLYLGXDO�UHVHDUFKHUV�DUH�ZHOO�VXLWHG�WR�HQYLURQPHQWV
DWWHPSWLQJ�WR�DWWUDFW�UHVHDUFKHUV�IURP�RWKHU�FRXQWULHV�WR�UHORFDWH���7KH�FUXFLDO
SRLQW�WR�DSSUHFLDWH�LQ�DOO�RI�WKLV�LV�WKDW�WKHUH�DUH�QR�LQWULQVLFDOO\�µFRUUHFW¶�VROXWLRQV
RU�µPDJLF¶�SROLF\�SUHVFULSWLRQV�WKDW�DUH�FRQWH[W�LQGHSHQGHQW���$OO�GHSHQG�FULWLFDOO\
RQ�VHWV�RI�FRQVWUDLQWV�WKDW�DUH�XQLTXH�WR�SDUWLFXODU�ORFDWLRQV�DQG�WLPHV��DQG
FKRLFHV�WKDW�GHSHQG�RQ�VDWLVI\LQJ�DQG�EDODQFLQJ�WKH�QHHGV�RI�PXOWLSOH
VWDNHKROGHUV�
7KHUH�LV�QR�RQH�SUHVFULSWLRQ�IRU�D�SROLF\�PL[�WKDW�FDQ�LQYDULDEO\
LPSURYH�WKH�HIIHFWLYHQHVV�RI�LQQRYDWLRQ�V\VWHPV�DQG�UDLVH�5	'
LQYHVWPHQW�OHYHOV���&KRRVLQJ�WKH�FRUUHFW�SUHVFULSWLRQV�LQ�GLIIHUHQW
VHWWLQJV�LQYROYHV�FDUHIXO�DQDO\VLV�RI�WKH�QDWXUH�RI�WKH�SUREOHP�LQ�WKHVH
FRQWH[WV�DQG�DQ�DSSUDLVDO�RI�WKH�SRWHQWLDO�EHQHILWV�RI�ULYDO�VROXWLRQV�
:KDW�ZRUNV�LQ�RQH�FRXQWU\�PLJKW�QRW�ZRUN�LQ�DQRWKHU��DQG�ZKDW�ZRUNV
DW�WKH�OHYHO�RI�WKH�(8�VKRXOG�QRW�EH�H[SHFWHG�WR�ZRUN�ZLWK�WKH�VDPH
HIILFDF\�LQ�GLIIHUHQW�0HPEHU�6WDWHV�
$OWKRXJK�WKHUH�LV�QR�RQH�SROLF\�PL[�ZKLFK�ZLOO�ILW�WKH�ELOO�LQ�DOO�0HPEHU�6WDWHV��LW
LV�SRVVLEOH�WR�VSHFLI\�VRPH�RI�WKH�SUREOHPV�ZKLFK�FRQIURQW�WKH�(8�DV�D�ZKROH�DQG
WR�VXJJHVW�VRPH�SRWHQWLDO�VROXWLRQV���,QFUHDVLQJ�5	'�LQYHVWPHQW�OHYHOV�YLD�D
UHVWUXFWXULQJ�DQG�UHRULHQWDWLRQ�RI�WKH�(8�LQGXVWULDO�VWUXFWXUH�ZLOO�DW�WKH�YHU\�OHDVW
LQYROYH�DWWUDFWLQJ�PRUH�01&V�WR�ORFDWH�RU�UHORFDWH�5	'�FDSDFLW\�LQ�WKH�(8��WKH
DGRSWLRQ�RI�D�VWUDWHJLF�IRFXV�RQ�SDUWLFXODU�KLJK�WHFK�WHFKQRORJ\�VHFWRUV�RI�FXUUHQW
RU�SRWHQWLDO�LPSRUWDQFH��DQG�FRQFHUWHG�HIIRUWV�WR�QXUWXUH�D�YLEUDQW�KLJK�WHFK�60(
VHFWRU���*HQHUDWLQJ�VXIILFLHQW�ZHDOWK�WR�UDLVH�IXWXUH�5	'�LQYHVWPHQW�OHYHOV�ZLOO
DOVR�LQYROYH�LPSURYLQJ�DEVRUSWLYH�FDSDFLW\�YLD�SROLFLHV�GHVLJQHG�WR�VWLPXODWH�WKH
ZLGHVSUHDG�GLIIXVLRQ�RI�LQQRYDWLYH�SURGXFWV�DQG�SURFHVVHV�WKURXJKRXW�WKH�(8
HFRQRP\���7DFNOLQJ�DOO�WKHVH�SUREOHPV�ZLOO�UHTXLUH�KROLVWLF�DSSURDFKHV�WKDW
LQYROYH�SROLFLHV�RSHUDWLQJ�RQ�IUDPHZRUN�FRQGLWLRQV�DQG�PRUH�FRQYHQWLRQDO�5	'
VWLPXODWLRQ�LQVWUXPHQWV��RIWHQ�OLQNHG�LQ�QHVWHG�RU�IRFXVHG�SROLF\�SDFNDJHV�
(YHQ�WKRXJK�DSSURSULDWH�SROLF\�PL[HV�ZLOO�YDU\�IURP�RQH�0HPEHU�6WDWH
WR�DQRWKHU��WKHUH�LV�DPSOH�VFRSH�IRU�PXWXDO�OHDUQLQJ�LQ�ERWK�WKH�ZD\V
SROLF\�LQVWUXPHQWV�FDQ�EH�VHOHFWHG�DQG�XVHG�DQG�LQ�WKH�ZD\V�LQ�ZKLFK
WKH\�FDQ�EH�FRPELQHG�
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������3ROLFLHV�$IIHFWLQJ�)UDPHZRUN�&RQGLWLRQV
5HVROYLQJ�VRPH�RI�WKH�SUREOHPV�FXUUHQWO\�EHVHWWLQJ�WKH�(8�ZLOO�LQYROYH�KROLVWLF
DSSURDFKHV�WKDW�LQFRUSRUDWH�SROLFLHV�WDFNOLQJ�WKH�IROORZLQJ�IUDPHZRUN�FRQGLWLRQV�

• 0DFURHFRQRPLF�&RQGLWLRQV�
• &RPSHWLWLRQ�3ROLF\�
• 6WDQGDUGV�DQG�5HJXODWLRQV�
• (QWUHSUHQHXUVKLS�
• ,QWHOOHFWXDO�3URSHUW\�5LJKWV�
• +XPDQ�5HVRXUFHV�
• 3XEOLF�5HVHDUFK�

��������0DFURHFRQRPLF�&RQGLWLRQV
/RZ�LQWHUHVW�UDWHV��VWDEOH�JURZWK�UDWHV�DQG�VLPSOH��WUDQVSDUHQW�EXVLQHVV�WD[
UHJLPHV�QRW�RQO\�IDYRXU�5	'�LQYHVWPHQW�E\�LQGLJHQRXV�ILUPV�EXW�DOVR�DFW�DV
LQGXFHPHQWV�IRU�IRUHLJQ�EDVHG�ILUPV�WR�ORFDWH�5	'�DFWLYLWLHV�LQ�WKH�(8�
(YHU\�HIIRUW�VKRXOG�EH�PDGH�WR�PDLQWDLQ�VWDEOH�JURZWK�FRQGLWLRQV�DQG
LPSURYH�WKH�WUDQVSDUHQF\�DQG�FRPPHQVXUDELOLW\�RI�EXVLQHVV�WD[
UHJLPHV�DFURVV�WKH�(8�
$FFHVV�WR�FDSLWDO�QHHGV�WR�EH�LPSURYHG�LQ�RUGHU�WR�DOORZ�VSLQ�RIIV��VWDUW�XSV�DQG
17%)V�WR�IORXULVK���,W�DOVR�QHHGV�WR�EH�DYDLODEOH�WR�RWKHU�ILUPV�LQ�WLPHV�RI
HFRQRPLF�GRZQWXUQ�
3XEOLF�SROLFLHV�WKDW�KHOS�LPSURYH�FRPPXQLFDWLRQ�FKDQQHOV�DQG�IORZV
EHWZHHQ�WKH�ILQDQFLDO�VHFWRU�DQG�WKH�5	'�SHUIRUPLQJ��LQQRYDWLYH�60(
FRPPXQLW\�DUH�QHHGHG�WR�LPSURYH�XQGHUVWDQGLQJ�DQG�IDFLOLWDWH�EHWWHU
ULVN�DVVHVVPHQW�
2YHUDOO�ODERXU�PDUNHW�IOH[LELOLW\�DIIHFWV�WHFKQRORJLFDO�SURJUHVV�DQG�HFRQRPLF
JURZWK�JHQHUDOO\��ZLWK�NQRFN�RQ�LPSOLFDWLRQV�IRU�EXVLQHVV�5	'�OHYHOV�
/DERXU�PDUNHW�SUDFWLFHV�DQG�VRFLDO�VHFXULW\�DQG�SHQVLRQ�V\VWHPV�QHHG
WR�EH�IOH[LEOH�HQRXJK�WR�DOORZ�WKH�WUDQVIHU�RI�SHRSOH�IURP�ORZ�JURZWK
VHFWRUV�WR�DUHDV�RI�KLJK�JURZWK�DQG�SURGXFWLYLW\��JLYHQ�VXLWDEOH
UHWUDLQLQJ�
��������&RPSHWLWLRQ�3ROLF\
5	'�SROLF\�LV�PHDQW�WR�RYHUFRPH�PDUNHW�IDLOXUH�DQG�(8�6WDWH�$LG�UXOHV�IRU�WKH
VXSSRUW�RI�5	'�SURMHFWV�LPSRVH�OLPLWV�RQ�WKH�VXEVLGLHV�ILUPV�FDQ�UHFHLYH�LQ�RUGHU
WR�SUHYHQW�PDUNHW�GLVWRUWLRQ���,I�WKHVH�OLPLWV�DUH�GUDZQ�LQ�WKH�ZURQJ�SODFH�RU
SKUDVHG�WRR�KDUVKO\��WKH�PDUNHW�IDLOXUH�FDQ�UHPDLQ�XQUHVROYHG�DQG�FRPSHWLWLRQ
SROLF\�FDQ�DFW�DV�D�EUDNH�RQ�LQQRYDWLRQ�DQG�5	'�LQYHVWPHQW���*LYHQ�WKDW�WKHUH�LV
D�UHFRJQLVHG�SROLWLFDO�QHHG�WR�LQFUHDVH�SULYDWH�VHFWRU�LQYHVWPHQW�LQ�5	'��DQG�LQ
WKH�DEVHQFH�RI�DQ\�FUHGLEOH�REMHFWLYH�WHVWV�WR�LQGLFDWH�ZKHWKHU�RU�QRW�D�PDUNHW
IDLOXUH�KDV�EHHQ�UHVROYHG��WKHUH�LV�D�FDVH�IRU�DPHQGLQJ�WKH�FXUUHQW�UXOHV�WR
LQFUHDVH�WKH�LQFHQWLYHV�IRU�ILUPV�WR�SDUWLFLSDWH�LQ�SXEOLF�VHFWRU�VSRQVRUHG�5	'
SURJUDPPHV�
(8�6WDWH�$LG�UXOHV�IRU�5	'�VKRXOG�VDQFWLRQ�D�����EXVLQHVV�5	'�DLG
LQWHQVLW\�DW�D�SURJUDPPH�OHYHO�DQG�FDUHIXOO\�HYDOXDWH�DQ\�UHVXOWLQJ�ULVH
LQ�EXVLQHVV�5	'�OHYHOV���+LJKHU�OHYHOV�RI�����ZRXOG�EH�PRUH
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DSSURSULDWH�IRU�SURJUDPPHV�DLPHG�DW�UHJLRQDO�GHYHORSPHQW�DQG
VXSSRUW�IRU�60(V�

��������6WDQGDUGV�DQG�5HJXODWLRQV
5HPRYDO�RI�UHJXODWRU\�EDUULHUV�SURPRWHV�FRPSHWLWLRQ�LQ�SURGXFW�PDUNHWV�
VWLPXODWHV�LQQRYDWLRQ�DQG�LV�OLNHO\�WR�OHDG�WR�LQFUHDVHV�LQ�5	'�LQWHQVLW\�DFURVV�WKH
(8���(IIRUWV�DUH�QHHGHG�WR�UHPRYH�VXFK�EDUULHUV��WKRXJK�QRW�DW�WKH�H[SHQVH�RI
RWKHU�VRFLR�HFRQRPLF�JRDOV�VXFK�DV�HQYLURQPHQWDO�SURWHFWLRQ�DQG�VXVWDLQDEOH
GHYHORSPHQW���,I�FKRVHQ�FRUUHFWO\��KRZHYHU��HYHQ�VWDQGDUGV�DQG�UHJXODWLRQV�WKDW
VDIHJXDUG�DQG�DWWDLQ�WKHVH�JRDOV�FDQ�VWLPXODWH�LQQRYDWLRQ�DQG�OHDG�WR�LQFUHDVHV
LQ�5	'�DFWLYLW\�
7KH�(8�VKRXOG�DWWHPSW�WR�UHPRYH�WKH�UHJXODWRU\�EXUGHQ�RQ�ILUPV�E\
SURPRWLQJ��ZKHUHYHU�SRVVLEOH��UHYLVHG��OHVV�RQHURXV�(XURSHDQ
VWDQGDUGV�DQG�UHJXODWLRQV�DV�JOREDO�VROXWLRQV��ZLWK�KDUPRQLVDWLRQ
DFURVV�WKH�LQWHUQDO�PDUNHW�D�GHVLUHG�ILUVW�VWHS�
5HJXODWLRQV�WKDW�VHHN�WR�VDIHJXDUG�RU�DWWDLQ�VRFLR�HFRQRPLF�JRDOV
RWKHU�WKDQ�LQFUHDVHG�FRPSHWLWLYHQHVV�VKRXOG�EH�FKRVHQ�ZLWK�WKHLU
SRWHQWLDO�WR�HQKDQFH�LQQRYDWLRQ�DQG�SURPRWH�5	'�DFWLYLWLHV�LQ�PLQG�

��������(QWUHSUHQHXUVKLS
$�KHDOWK\�DQG�G\QDPLF�KLJK�WHFK�60(�VHFWRU�LV�PRUH�OLNHO\�WR�IORXULVK�ZLWKLQ�D
SHUYDVLYH�HQWUHSUHQHXULDO�FXOWXUH���&RPSDUHG�WR�WKHLU�86�HTXLYDOHQWV��KRZHYHU�
(8�ILQDQFLDO�LQVWLWXWLRQV�DQG�HQWUHSUHQHXUV�DUH�PRUH�ULVN�DYHUVH�
%URDG�EDVHG�HIIRUWV�WR�SURPRWH�DQ�HQWUHSUHQHXULDO�FXOWXUH�H[LVW�LQ
PDQ\�FRXQWULHV�EXW�VKRXOG�EH�LQWHQVLILHG�VLJQLILFDQWO\���7KHVH�VKRXOG
LQFOXGH�DZDUHQHVV�UDLVLQJ�LQLWLDWLYHV��FRPSHWLWLRQV�DQG�WKH�LQFOXVLRQ�RI
HOHPHQWV�RI�HQWUHSUHQHXUVKLS�LQ�VFKRRO�DQG�XQLYHUVLW\�FXUULFXOD�

��������,QWHOOHFWXDO�3URSHUW\�5LJKWV
)RU�,QWHOOHFWXDO�3URSHUW\�5LJKWV�WR�SURYLGH�DQ�DGHTXDWH�LQFHQWLYH�WR�FRQGXFW�5	'
DQG�LQQRYDWH�WKH�DGPLQLVWUDWLYH�FRVWV�RI�DFTXLULQJ�DQG�SURWHFWLQJ�WKHP�KDYH�WR
EH�ORZ�DQG�WKH�SURFHVVHV�LQYROYHG�WUDQVSDUHQW�DQG�XVHU�IULHQGO\���7KH�DEVHQFH�RI
D�&RPPXQLW\�3DWHQW�DQG�VORZ�SURJUHVV�WRZDUGV�KDUPRQLVDWLRQ�DFURVV�WKH
0HPEHU�6WDWHV�KDYH�FROOHFWLYHO\�DFWHG�WR�ORZHU�WKH�LQFHQWLYH�WR�LQYHVW�LQ�5	'�LQ
WKH�(8�
7KH�UHFHQW�DJUHHPHQW�RQ�WKH�LQWURGXFWLRQ�RI�D�&RPPXQLW\�3DWHQW�LV
ZHOFRPHG��EXW�KDUPRQLVDWLRQ�RI�,35�UHJLPHV�LQ�0HPEHU�6WDWHV�VWLOO
QHHGV�WR�EH�DFFHOHUDWHG�
&ODULILFDWLRQ�RI�WKH�RZQHUVKLS�RI�,35�GHYHORSHG�E\�DFDGHPLFV�ZKHQ�ZRUNLQJ�LQ
FROODERUDWLRQ�ZLWK�LQGXVWU\�LQ�SXEOLFO\�IXQGHG�SURJUDPPHV�LV�D�GLIILFXOW�LVVXH�WR
UHVROYH��VLQFH�WKHUH�LV�D�WHQVLRQ�EHWZHHQ�WKH�QHHGV�RI�H[LVWLQJ�LQGXVWULDO�SDUWQHUV
�ZKR�ZDQW�WR�RZQ�WKH�,35��DQG�WKRVH�RI�DFDGHPLFV�HDJHU�WR�UHDS�VRPH�UHZDUG
IRU�WKH�H[SORLWDWLRQ�RI�WKHLU�LQWHOOHFWXDO�FDSLWDO�
2QH�SURPLVLQJ�VROXWLRQ�LV�IRU�WKH�&RPPLVVLRQ�WR�GHYHORS�D�WHPSODWH�IRU
D�GHIDXOW�DJUHHPHQW�WKDW�FRXOG�EH�DGRSWHG�ZLWKLQ�ERWK�QDWLRQDO�DQG�(8
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SURJUDPPHV��ZLWK�DOO�SDUWLHV�REOLJHG�WR�DFFHSW�WKLV�DJUHHPHQW�XQOHVV
WKH\�FDQ�QHJRWLDWH�DOWHUQDWLYH�DJUHHPHQWV�SULRU�WR�WKH�LQLWLDWLRQ�RI
FROODERUDWLYH�5	'�DFWLYLWLHV�
$OWKRXJK�,QWHOOHFWXDO�3URSHUW\�5LJKWV�FRQVWLWXWH�DQ�LQFHQWLYH�WR�FRQGXFW�5	'�DQG
WR�LQQRYDWH��WKH\�FDQ�DOVR�DFW�DV�D�UHVWUDLQW�RQ�WKH�SURFHVV�RI�WHFKQRORJ\
DEVRUSWLRQ�DFURVV�DQ�HFRQRP\���*LYHQ�WKDW�UHFWLI\LQJ�GHILFLHQFLHV�LQ�DEVRUSWLYH
FDSDFLW\�LV�D�SUHUHTXLVLWH�IRU�D�KHDOWK\�LQQRYDWLRQ�V\VWHP�ZLWKLQ�WKH�(8��LW�LV�YLWDO
WKDW�,35�UHJLPHV�DFURVV�WKH�(8�VWULNH�WKH�ULJKW�EDODQFH�EHWZHHQ�WKH�LQFHQWLYH�WR
FRQGXFW�5	'�DQG�WKH�QHHG�WR�SURPRWH�GLIIXVLRQ�
)XUWKHU�VWXG\�LV�QHHGHG�RI�WKH�PL[�RI�SROLF\�LQVWUXPHQWV�QHHGHG�WR
HQVXUH�WKDW�,35�UHJLPHV�ERWK�HQFRXUDJH�5	'�LQYHVWPHQW�DQG�SURPRWH
GLIIXVLRQ���7KHVH�PLJKW�LQFOXGH��GLUHFW�PHDVXUHV�SURPRWLQJ�WKH
GLIIXVLRQ�RI�SURWHFWHG�UHVHDUFK�UHVXOWV��VXEVLGLVLQJ�SURWHFWLRQ�FRVWV�
VXEVLGLVLQJ�OLWLJDWLRQ�FRVWV��EURNHUDJH�DQG�LQWHUPHGLDWLRQ�VFKHPHV�
DQG�VXSSRUW�IRU�OLFHQVLQJ�DJUHHPHQWV�

��������+XPDQ�5HVRXUFHV
3RWHQWLDO�KXPDQ�UHVRXUFH�VKRUWDJHV�FRQVWLWXWH�D�FULWLFDO�REVWDFOH�WR�WKH
DWWDLQPHQW�RI�WKH�%DUFHORQD�WDUJHW���1RW�HQRXJK�SHRSOH�DUH�EHLQJ�DWWUDFWHG�LQWR
HLWKHU�WKH�VWXG\�RI�VFLHQFH�DQG�WHFKQRORJ\�RU�LQWR�DVVRFLDWHG�FDUHHUV��LQFOXGLQJ
UHVHDUFK���7KHUH�DUH�DOVR�QHW�IORZV�RI�UHVHDUFKHUV�IURP�WKH�(8�WR�WKH�86�DQG
LQDGHTXDWH�IORZV�IURP�RWKHU�SDUWV�RI�WKH�ZRUOG�WR�WKH�(8�
8UJHQW�VWHSV�DUH�QHHGHG�WR�LQFUHDVH�WKH�DWWUDFWLYHQHVV�RI�VFLHQFH�
WHFKQRORJ\�DQG�UHVHDUFK�DV�UHZDUGLQJ�FDUHHUV�DQG�WR�PDNH�WKH�(8�DQ
DWWUDFWLYH�SODFH�WR�SXUVXH�WKHP���7KLV�ZLOO�LQYROYH�DFWLRQ�RQ�WKH�SDUW�RI
HGXFDWLRQDO�DXWKRULWLHV�DQG�FKDQJHV�LQ�ILHOGV�DV�GLYHUVH�DV�SHQVLRQ�
LPPLJUDWLRQ�DQG�PRELOLW\�SROLF\���,QLWLDWLYHV�VWLPXODWLQJ�JUHDWHU
LQWHUDFWLRQ�EHWZHHQ�LQGXVWU\�DQG�WKH�DFDGHPLF�ZRUOG�ZLOO�DOVR�EH
QHHGHG�

��������3XEOLF�5HVHDUFK
$�VWURQJ�SXEOLF�UHVHDUFK�VHFWRU�LV�YLWDO�IRU�WKH�H[LVWHQFH�RI�D�YLEUDQW
EXVLQHVV�5	'�FRPPXQLW\���,W�LV�D�VRXUFH�RI�SRWHQWLDO�UHFUXLWV�DQG�NQRZOHGJH
ZKLFK�FDQ�EH�GHYHORSHG�E\�LQGXVWU\��LW�FDQ�DFW�DV�D�PDJQHW�IRU�ILUPV�FRQVLGHULQJ
WKH�(8�DV�D�ORFDWLRQ�IRU�5	'�IDFLOLWLHV��SXEOLF�UHVHDUFK�ERGLHV�DUH�FULWLFDO
FRPSRQHQWV�RI�UHVHDUFK�LQWHQVLYH�FOXVWHUV�DQG�SRWHQWLDO�JURZWK�SROHV�IRU�WKH
GHYHORSPHQW�RI�KLJK�WHFK�UHJLRQV��DQG�DFFHVVLEOH�VRXUFHV�RI�SXEOLF�UHVHDUFK�DQG
NQRZOHGJH�FDQ�SOD\�D�NH\�SDUW�LQ�WKH�ZLGHVSUHDG�GLIIXVLRQ�RI�WHFKQRORJ\�
(IIRUWV�WR�UHIRUP�SXEOLF�UHVHDUFK�V\VWHPV�LQ�0HPEHU�6WDWHV�ZLOO�KDYH�WR
LQWHQVLI\���7KLV�ZLOO�LQYROYH�UDLVLQJ�WKH�VWDWXV�RI�UHVHDUFKHUV��LPSURYLQJ�LQFHQWLYH
VWUXFWXUHV�IRU�SXEOLF�UHVHDUFKHUV�WR�FRQVLGHU�WKH�LQQRYDWLRQ�SRWHQWLDO�RI�WKHLU
ZRUN�DQG�WR�FROODERUDWH�ZLWK�LQGXVWU\��DQG�WKH�UHPRYDO�RI�DGPLQLVWUDWLYH�DQG
OHJDO�REVWDFOHV�LPSHGLQJ�WKH�LQYROYHPHQW�RI�XQLYHUVLWLHV�DQG�UHVHDUFKHUV�LQ�WKH
GHYHORSPHQW�RI�SDUWQHUVKLSV�ZLWK�LQGXVWU\�
4XHVWLRQV�RI�EDODQFH�DQG�FULWLFDO�PDVV�ZLOO�KDYH�WR�EH�DGGUHVVHG�DW�D
(XURSHDQ�OHYHO�LI�UDGLFDO�LQFUHDVHV�LQ�5	'�LQYHVWPHQW�DUH�WR�RFFXU
DFURVV�WKH�(8���7KLV�ZLOO�FDOO�IRU�WKH�UHIRUPDWLRQ�RI�QDWLRQDO�5	'�SURJUDPPHV�WR
HOLPLQDWH�EDUULHUV�WR�WUDQVQDWLRQDO�FROODERUDWLRQ�EHWZHHQ�SXEOLF�5	'�LQVWLWXWLRQV
LQ�GLIIHUHQW�FRXQWULHV��DQG�WR�FURVV�ERUGHU�WHFKQRORJ\�WUDQVIHU�EHWZHHQ�WKH�SXEOLF



���

DQG�SULYDWH�VHFWRUV���,W�ZLOO�DOVR�FDOO�IRU�QHZ�LQVWLWXWLRQV�DQG�LQLWLDWLYHV�WR
VWUHQJWKHQ�WKH�XQLYHUVLW\�VHFWRU�DFURVV�WKH�(8��H�J��D�(XURSHDQ�5HVHDUFK
&RXQFLO��WUDQVSDUHQW�DQG�FRPSDUDEOH�DFFRXQWLQJ�V\VWHPV�DQG�QHZ�(XURSH�ZLGH
FRPSHWLWLRQV�WR�SURPRWH�UHVHDUFK�H[FHOOHQFH�
$�WKLUG�RI�WKH�5	'�H[SHQGLWXUH�QHHGHG�WR�PHHW�WKH�%DUFHORQD�WDUJHW�LV
H[SHFWHG�WR�FRPH�IURP�WKH�SXEOLF�VHFWRU���7KLV�FRXOG�OHYHUDJH�PXFK�RI
WKH�DGGLWLRQDO�LQYHVWPHQW�QHHGHG�IURP�LQGXVWU\�LI�LW�LV�DOORFDWHG�ZLVHO\�
$�VLJQLILFDQW�SURSRUWLRQ�VKRXOG�EH�GHYRWHG�WR�IXQGDPHQWDO�UHVHDUFK�
PXFK�RI�LW�FRQFHQWUDWHG�LQWR�D�VHOHFW�QXPEHU�RI�VWUDWHJLFDOO\�LPSRUWDQW
ILHOGV�DQG�FHQWUHV�RU�QHWZRUNV�RI�H[FHOOHQFH�WKDW�ZRXOG�WKHQ�EH�DEOH�WR
DWWUDFW�WKH�EHVW�UHVHDUFKHUV�LQ�WKH�ZRUOG���)XQGLQJ�IRU�MRLQW�DFDGHPLF�
LQGXVWU\�5	'�SURJUDPPHV�DQG�QHWZRUNV�LQ�PRUH�DSSOLHG�DUHDV�VKRXOG
DOVR�EH�LQFUHDVHG�VXEVWDQWLDOO\��ZLWK�LPSURYHG�LQFHQWLYHV�IRU�DFDGHPLFV
WR�FROODERUDWH�ZLWK�LQGXVWU\��DQG�D�SURSRUWLRQ�VKRXOG�EH�UHVHUYHG�IRU
PDLQWDLQLQJ�DQG�HQKDQFLQJ�5	'�FDSDELOLW\�ZLWKLQ�UHJLRQDO�FHQWUHV
JHDUHG�WRZDUGV�VHUYLQJ�WKH�5	'��LQQRYDWLRQ�DQG�WHFKQRORJ\�DEVRUSWLRQ
QHHGV�RI�ORFDO�ILUPV�

������)LQDQFLDO�DQG�)LVFDO�,QVWUXPHQWV
7KH�PDLQ�ILQDQFLDO�DQG�ILVFDO�LQVWUXPHQWV�XVHG�HLWKHU�LQ�LVRODWLRQ�RU�LQ
FRPELQDWLRQ�WR�VWLPXODWH�EXVLQHVV�5	'�LQYHVWPHQW�DUH�'LUHFW�0HDVXUHV��W\SLFDOO\
LQYROYLQJ�WKH�GLUHFW�WUDQVIHU�RI�ILQDQFLDO�VXSSRUW�IURP�WKH�SXEOLF�WR�WKH�SULYDWH
VHFWRU��DQG�,QGLUHFW�)LVFDO�0HDVXUHV��ZKHUHE\�WKH�SXEOLF�VHFWRU�IRUVDNHV�WD[
LQFRPH�IURP�WKH�SULYDWH�VHFWRU�LQ�H[FKDQJH�IRU�DSSURYHG�LQYHVWPHQW�EHKDYLRXU�
,Q�DGGLWLRQ��&DWDO\WLF�0HDVXUHV�VXFK�DV�5LVN�&DSLWDO�0HDVXUHV�DQG�/RDQ�DQG
(TXLW\�*XDUDQWHHV�FDQ�EH�XVHG�WR�LPSURYH�DFFHVV�WR�H[WHUQDO�SULYDWH�VRXUFHV�RI
ILQDQFH�DQG�VWLPXODWH�WKH�IORZ�RI�LQYHVWPHQW�IXQGV�ERWK�IRU�LQQRYDWLRQ�LQ�JHQHUDO
DQG�IRU�5	'�

��������'LUHFW�0HDVXUHV
'LUHFW�0HDVXUHV�WDNH�PDQ\�IRUPV���7KH\�LQFOXGH�JUDQWV�DQG�ORDQV�WR�ILUPV�WR
XQGHUWDNH�5	'��RIWHQ�LQ�FROODERUDWLRQ�ZLWK�RWKHU�UHVHDUFK�LQVWLWXWLRQV��VXSSRUW
IRU�SXEOLF�UHVHDUFK�LQVWLWXWLRQV�WR�XQGHUWDNH�5	'�RI�UHOHYDQFH�WR�LQGXVWU\�
VXSSRUW�IRU�QHWZRUNLQJ��FR�ORFDWLRQ�LQLWLDWLYHV�DQG�LQIRUPDWLRQ�DQG�EURNHUDJH
VFKHPHV��VXSSRUW�IRU�5	'�FRQGXFWHG�DV�SDUW�RI�WKH�SURFXUHPHQW�SURFHVV��DQG
V\VWHPLF�PHDVXUHV�VXFK�DV�FOXVWHU�SROLFLHV�ZKLFK�XVH�D�YDULHW\�RI�LQVWUXPHQWV�WR
HQFRXUDJH�LQWHUDFWLRQ�DQG�V\QHUJ\�EHWZHHQ�FORVHO\�UHODWHG�DFWRUV�LQ�KLJK�WHFK�
5	'�LQWHQVLYH�VHFWRUV�
$V�WKH�PDLQ�LQVWUXPHQWV�FRQYHQWLRQDOO\�GHSOR\HG�WR�VWLPXODWH�EXVLQHVV�5	'��WKH\
DUH�RI�JUHDW�SRWHQWLDO�LPSRUWDQFH�LQ�SROLF\�PL[HV�GHVLJQHG�WR�DWWDLQ�WKH�%DUFHORQD
WDUJHW�DQG�QHFHVVDU\�FRPSOHPHQWV��IRU�H[DPSOH��WR�SDUDOOHO�PHDVXUHV�WR
VWUHQJWKHQ�WKH�SXEOLF�UHVHDUFK�EDVH�
.H\�PHVVDJHV�FRQFHUQLQJ�WKH�XWLOLVDWLRQ�RI�'LUHFW�0HDVXUHV�DUH�DV�IROORZV�
5	'�SURJUDPPHV�ZKLFK�RIIHU�JUDQWV�WR�ILUPV�DUH�DQ�LQGLVSHQVDEOH�SDUW�RI�WKH
SROLF\�SRUWIROLRV�LQWHQGHG�WR�VWUHQJWKHQ�5	'�FDSDELOLW\��OHYHUDJH�EXVLQHVV
H[SHQGLWXUH�RQ�5	'��HQFRXUDJH�QHWZRUNV�DQG�HVWDEOLVK�5	'�LQWHQVLYH�FOXVWHUV�
7KH\�DUH�HVSHFLDOO\�XVHIXO�ZKHQ�WKH\�DUH�KLJKO\�YLVLEOH��HDVLO\�DFFHVVLEOH�WR�ILUPV�
DQG�WDUJHWHG�DW�DUHDV�RI�FRQWHPSRUDU\�LQGXVWULDO�LQWHUHVW��DQG�OHVV�VR�ZKHQ�WKH
PXOWLSOLFDWLRQ�RI�VXFK�SURJUDPPHV�FDXVHV�FRQIXVLRQ�DQG�WDUJHWV�DUH�LQIOH[LEOH
RYHU�WLPH���*RRG�SUDFWLFH�VXJJHVWV�VPDOO�SRUWIROLRV�RI�IOH[LEOH�PHDVXUHV�
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7KH�VHUYLFH�VHFWRU�GRPLQDWHV�PDQ\�PRGHUQ�HFRQRPLHV�DQG�LQQRYDWLRQ�LQ�WKH
SURYLVLRQ�RI�VHUYLFHV�LV�D�NH\�GHWHUPLQDQW�RI�WKH�KHDOWK�DQG�JURZWK�RI�WKLV�VHFWRU�
+RZHYHU��5	'�UHODWHG�WR�VHUYLFH�VHFWRU�LQQRYDWLRQ�UDUHO\�TXDOLILHV�IRU�VXSSRUW�YLD
WKH�XVH�RI�FRQYHQWLRQDO�'LUHFW�0HDVXUHV��DQG�LQYHVWPHQW�LQ�WKLV�DUHD�UHPDLQV
VXE�RSWLPDO�GHVSLWH�LWV�JURZLQJ�LPSRUWDQFH���5HGHILQLQJ�WKH�HOLJLELOLW\�UXOHV
ZRXOG�VWLPXODWH�5	'�LQYHVWPHQW�OHYHOV�LQ�WKLV�FULWLFDO�DUHD�
3ROLF\�LQVWUXPHQWV�ZKLFK�DWWHPSW�WR�OLQN�VXSSO\�ZLWK�GHPDQG�KDYH�EHHQ�UHODWLYHO\
QHJOHFWHG�LQ�QRQ�PLOLWDU\�DUHQDV��GHVSLWH�WKH�IDFW�WKDW�SXEOLF�WHFKQRORJ\
SURFXUHPHQW�HQWDLOLQJ�D�PHDVXUH�RI�5	'�LV�WKH�ODUJHVW�SRWHQWLDO�VRXUFH�RI�WKH
ILQDQFLDO�UHVRXUFHV�QHHGHG�WR�PHHW�WKH�%DUFHORQD�WDUJHW���3XEOLF�DXWKRULWLHV
VKRXOG�EH�HQFRXUDJHG�WR�EH�OHVV�ULVN�DYHUVH�DQG�WDNH�VWHSV�WR�LQFUHDVH
WKH�DPRXQWV�RI�5	'�DVVRFLDWHG�ZLWK�SURFXUHPHQW�GHFLVLRQV�

��������,QGLUHFW�)LVFDO�0HDVXUHV
0DQ\�FRXQWULHV�XVH�WD[�LQFHQWLYHV�DV�D�PHDQV�RI�VWLPXODWLQJ�5	'�DQG�VFKHPHV
GLIIHU�UDGLFDOO\�LQ�GLIIHUHQW�VHWWLQJV�±�RIWHQ�GXH�WR�WKH�QHHG�WR�PDNH�WKHP
FRPSDWLEOH�ZLWK�WKH�JHQHUDO�ILVFDO�HQYLURQPHQW�LQ�HDFK�ORFDWLRQ���7KH\�DUH�ZHOO
VXLWHG�WR�UDLVLQJ�5	'�OHYHOV�DFURVV�WKH�ERDUG�DQG�OHVV�ZHOO�VXLWHG�DV�D�PHDQV�RI
WDUJHWLQJ�VSHFLILF�VHFWRUV�RU�WHFKQRORJ\�DUHDV���7KH\�DUH�UHODWLYHO\�HFRQRPLF�WR
DGPLQLVWHU�EXW�UXQ�D�JUHDWHU�ULVN�WKDQ�VRPH�RWKHU�PHDVXUHV�RI�VXEVLGLVLQJ�ZRUN
WKDW�ZRXOG�KDYH�EHHQ�FDUULHG�RXW�LQ�WKH�DEVHQFH�RI�WKH�LQFHQWLYH�
.H\�PHVVDJHV�FRQFHUQLQJ�WKH�XWLOLVDWLRQ�RI�,QGLUHFW�)LVFDO�0HDVXUHV�DUH�DV
IROORZV�
0HPEHU�6WDWHV�VKRXOG�DPHQG�FXUUHQW�ILVFDO�LQFHQWLYHV�IRU�5	'�RU
GHVLJQ�QHZ�LQVWUXPHQWV�LQ�DFFRUG�ZLWK�FXUUHQW�FRQFHSWV�RI�µJRRG
SUDFWLFH¶��ZKHUH�GHVLJQ�FULWHULD�HPSKDVLVH�VLPSOLFLW\��ORZ
DGPLQLVWUDWLYH�DQG�FRPSOLDQFH�FRVWV��UHOLDELOLW\��DQG�ORQJ�WHUP�VWDELOLW\�
,Q�NHHSLQJ�ZLWK�WKHVH�SULQFLSOHV�RI�JRRG�GHVLJQ��WD[�LQFHQWLYH�VFKHPHV
VKRXOG�EH�YROXPH�EDVHG��DOORZDQFHV�EDVHG�RQ�WKH�YROXPH�RI�5	'�FRVWV
LQ�D�JLYHQ�SHULRG��UDWKHU�WKDQ�LQFUHPHQW�EDVHG��DOORZDQFHV�EDVHG�RQ
WKH�LQFUHPHQW�LQ�5	'�FRVWV�IURP�RQH�SHULRG�WR�DQRWKHU��LI�WKH�PDLQ
REMHFWLYH�LV�WR�VWLPXODWH�5	'�LQYHVWPHQW�VXEVWDQWLDOO\�
)OXFWXDWLRQV�LQ�5	'�LQYHVWPHQW�DV�D�FRQVHTXHQFH�RI�IOXFWXDWLRQV�LQ
RYHUDOO�EXVLQHVV�SHUIRUPDQFH�FRXOG�EH�PLQLPLVHG�YLD�VFKHPHV�ZKLFK
UHIXQG�WD[�FUHGLWV�RU�WD[�DOORZDQFHV�ZKHQHYHU�FRPSDQLHV�PDNH�ORVVHV
�DQG�WKXV�PLVV�RXW�RQ�RSSRUWXQLWLHV�WR�EHQHILW�IURP�D�UHGXFWLRQ�RI
FRUSRUDWH�LQFRPH�WD[�OLDELOLWLHV����)RU�ODUJH�ILUPV��WKLV�FRXOG�EH�GHDOW�ZLWK�YLD
FDUU\�IRUZDUG�FDUU\�EDFNZDUG�PHFKDQLVPV���)RU�VPDOO�ILUPV��FDVK�UHIXQGV�DUH
SUHIHUDEOH�VLQFH�WKH\�KDYH�DQ�LPPHGLDWH�HIIHFW�RQ�FDVK�IORZ�
7KHUH�LV�D�QHHG�IRU�IRUPDO�HYDOXDWLRQV�RI�WKH�HIIHFWLYHQHVV�RI�ILVFDO
LQFHQWLYHV�DQG�FRPSDULVRQV�ZLWK�WKH�HIIHFWLYHQHVV�RI�RWKHU�W\SHV�RI
SROLF\�LQVWUXPHQW���7KHVH�HYDOXDWLRQV�VKRXOG�EH�PDGH�SXEOLFO\�DYDLODEOH�IRU
SROLF\�OHDUQLQJ�SXUSRVHV���,Q�RUGHU�WR�SHUIRUP�HIIHFWLYH�HYDOXDWLRQV��WKHUH�LV�DQ
XUJHQW�QHHG�IRU�WKH�FRPSLODWLRQ�RI�GDWDEDVHV�FRQWDLQLQJ�LQIRUPDWLRQ�DW�WKH�ILUP
OHYHO�
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��������5LVN�&DSLWDO�0HDVXUHV
5LVN�&DSLWDO�0HDVXUHV�DIIHFW�WKH�IORZ�DQG�XVH�RI�ULVN�FDSLWDO�IRU�LQQRYDWLRQ�UHODWHG
DFWLYLWLHV�OLNHO\�WR�LQFUHDVH�5	'�OHYHOV�LQ�WKH�ORQJ�WHUP��W\SLFDOO\�YLD�URXWHV�ZKLFK
HQFRXUDJH�LQYHVWPHQW�LQ�VSLQ�RIIV��VWDUW�XSV�DQG�17%)V�DQG�WKH�HVWDEOLVKPHQW�RI
G\QDPLF��KLJK�WHFK��UHVHDUFK�LQWHQVLYH�60(�VHFWRUV���$V�VXFK�WKH\�KDYH�D�FULWLFDO
UROH�WR�SOD\�LQ�WKH�QHFHVVDU\�WUDQVIRUPDWLRQ�RI�WKH�(8�LQGXVWULDO�VWUXFWXUH��WKRXJK
WKHLU�HIILFDF\�LV�KLJKO\�GHSHQGHQW�RQ�SUHYDLOLQJ�IUDPHZRUN�FRQGLWLRQV�VXFK�DV�WKH
PDFURHFRQRPLF�FOLPDWH��WKH�KHDOWK�RI�ILQDQFLDO�PDUNHWV��WD[�UHJLPHV�DQG�,35
UHJXODWLRQV�
.H\�PHVVDJHV�FRQFHUQLQJ�WKH�XWLOLVDWLRQ�RI�5LVN�&DSLWDO�0HDVXUHV�DUH�DV�IROORZV�
,QFXEDWRU�SUH�VHHG�DFWLYLW\�LQ�(XURSH�LV�HVVHQWLDO�IRU�ULVN�FDSLWDO�GHDO
IORZ�DQG�UHTXLUHV�SXEOLF�VXSSRUW�LQ�RUGHU�WR�EH�GHYHORSHG�DQG
VXVWDLQHG���7KH�SURYLVLRQ�RI�VXSSRUW�IRU�WHFKQRORJ\�LQFXEDWRU�SUH�VHHG�DFWLYLW\
FRQYHUWLQJ�PRUH�UHVHDUFK�SURMHFWV�WR�LQYHVWPHQW�UHDG\�EXVLQHVV�SURSRVDOV�QHHGV
WR�EH�HQKDQFHG�DFURVV�WKH�(8���6XFK�DFWLYLW\�LV�QRW�SURILW�JHQHUDWLQJ�DQG�UHTXLUHV
D�VXVWDLQHG�SXEOLF�FRQWULEXWLRQ�WR�LWV�IXQGLQJ�PL[���7KH�&RPPLVVLRQ�VKRXOG
FDOO�IRU�DQG�IXQG�SURSRVDOV�IRU�QHZ��FR�RUGLQDWHG��WUDQV�(XURSHDQ
LQFXEDWRU�DQG�SUH�VHHG�IXQG�DFWLYLWLHV���&ULWHULD�IRU�SURSRVDOV�VKRXOG
LQFOXGH�D�UHTXLUHPHQW�IRU�H[SHULHQFHG��SURSHUO\�UHPXQHUDWHG�SULYDWH
PDQDJHPHQW�ZLWK�DQ�XQGHUVWDQGLQJ�RI�ERWK�WHFKQRORJ\�WUDQVIHU�DQG
LQYHVWPHQW�SURFHVVHV���3URSRVDOV�VKRXOG�EH�FRQVLVWHQW�ZLWK�DFWLYLW\
DOUHDG\�H[LVWLQJ�DW�QDWLRQDO�DQG�WUDQV�QDWLRQDO�OHYHOV�DQG�VKRXOG�EH�RI
VXIILFLHQW�VFDOH�WR�HQVXUH�FRVW�HIIHFWLYHQHVV��H�J��UHJLRQDO�OHYHO��
(XURSH�KDV�WRR�IHZ�VHHG�IXQGV�RI�DQ�DSSURSULDWH�VFDOH�WR�RSHUDWH
HIIHFWLYHO\���,Q�PDQ\�0HPEHU�6WDWHV��VHHG�IXQGV�IRU�LQYHVWLQJ�LQ�5	'�LQWHQVLYH
VWDUW�XSV�DUH�WRR�VPDOO�WR�EH�YLDEOH���%\�FRQWUDVW��LQVWLWXWLRQDOO\�EDFNHG�HDUO\�
VWDJH�IXQGV�WHQG�WR�EH�WRR�ODUJH�WR�EH�DEOH�WR�DGGUHVV�WKLV�VHJPHQW�DV�SDUW�RI
WKHLU�PDLQVWUHDP�EXVLQHVV���3XEOLF�UHVRXUFHV�VKRXOG�EH�PDGH�DYDLODEOH�WR
SURYLGH�OHYHUDJH�WR�VHHG�IXQGV��RQ�DQ�H[SHULPHQWDO�EDVLV��DW�ERWK
QDWLRQDO�DQG�WUDQV�QDWLRQDO�OHYHOV���9DULDQWV�RI�WKH�86�6%,&�PRGHO�FRXOG
EH�DGRSWHG��DV�LQ�)ODQGHUV���DQG�RWKHU�PHDVXUHV�RI�VXEVLGLVHG�RU
FRPPHUFLDO�OHYHUDJH�WULDOOHG��DV�LQ�)UDQFH����7KH�&RPPLVVLRQ�FRXOG
EHFRPH�LQYROYHG�LQ�HYDOXDWLQJ�DQG�UHSRUWLQJ�RQ�WKH�HIIHFWLYHQHVV�RI
YDULRXV�IRUPV�RI�OHYHUDJH��SRVVLEO\�FR�RUGLQDWLQJ�ZLWK�WKH�(9&$���,Q
DGGLWLRQ��WKH�(,)�VKRXOG�FRQVLGHU�ZD\V�RI�LQFUHDVLQJ�LWV�LPSDFW�RQ�WKH
SURYLVLRQ�RI�ILQDQFH�IRU�VHHG�IXQGV�DFURVV�WKH�(8�WKDW�DUH�FRQVLVWHQW
ZLWK�LWV�RZQ�ILQDQFLDO�PDQGDWH�DQG�LWV�UROH�DV�D�PDQDJLQJ�DJHQW�IRU
&RPPLVVLRQ�UHVRXUFHV���7KLV�FRXOG�LQFOXGH�UHOD[LQJ�WKH�����OLPLW�RQ
WRWDO�SXEOLF�VHFWRU�SDUWLFLSDWLRQ�LQ�IXQGV�LQ�PDUNHWV�ZKHUH�SULYDWH�FR�
ILQDQFH�IRU�VHHG�IXQGV�LV�SDUWLFXODUO\�GLIILFXOW�WR�VRXUFH�
,QVWLWXWLRQDO�LQYHVWRUV�LQ�(XURSH�DUH�XQQHFHVVDULO\�FDXWLRXV�DERXW
HDUO\�VWDJH�IXQGV�DV�DQ�DVVHW�FDWHJRU\���(IIRUWV�DUH�QHHGHG�WR�RYHUFRPH
WKLV�UHOXFWDQFH�WR�LQYHVW�DQG�WR�FRPEDW�WKH�LQIRUPDWLRQ�DQG�SHUFHSWLRQ�JDSV�WKDW
XQGHUSLQ�LW���,Q�SDUWLFXODU��LQIRUPDWLRQ�RQ�LQYHVWPHQW�DFWLYLW\��PDQDJHU�WUDFN
UHFRUGV�DQG�IXQG�SHUIRUPDQFH�QHHGV�WR�EH�PRUH�GHWDLOHG�DQG�WUDQVSDUHQW�WR
LPSURYH�XQGHUVWDQGLQJ�LQ�WKH�LQYHVWRU�FRPPXQLW\��)XUWKHUPRUH��WKH�(,)
VKRXOG�SOD\�D�SDUW�LQ�ORZHULQJ�LQVWLWXWLRQDO�UHOXFWDQFH�WR�LQYHVW�LQ�HDUO\�
VWDJH�IXQGV�E\�SURYLGLQJ�WKH�SURSHU�VLJQDOV�WR�WKH�PDUNHW���*LYHQ�LWV
UHVRXUFHV��H[SHUWLVH��PDUNHW�VWDQGLQJ��PLVVLRQ�DQG�ORQJHU�WHUP
KRUL]RQ��LW�VKRXOG�EH�DEOH�WR�DFW�FRXQWHU�F\FOLFDOO\�ZKLOH�LPSURYLQJ��QRW
ZHDNHQLQJ��FRPPHUFLDO�FRQILGHQFH���7KH�(,)�VKRXOG�WKHUHIRUH�WDNH�WKH
OHDG�E\�FRPPLWWLQJ�WR�LQYHVWPHQW�LQ�QHZ�IXQGV�EHLQJ�UDLVHG�E\�H[LVWLQJ
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WHDPV���,W�VKRXOG�DOVR�HQDEOH�YHQWXUH�FDSLWDO�IXQG�UDLVLQJ�WHDPV�WR
DWWUDFW�D�ZLGHU�UDQJH�RI�LQYHVWRUV�E\�SXWWLQJ�IOH[LEOH�GRZQVLGH
SURWHFWLRQ�DUUDQJHPHQWV�LQ�SODFH�
%XVLQHVV�DQJHO�DFWLYLW\�LQ�(XURSH�IRU�5	'�LQWHQVLYH�VWDUW�XSV�DW�WKH
VHHG�VWDJH�LV�VWLOO�ZHDN�LQ�FRPSDULVRQ�ZLWK�WKH�86���0HPEHU�6WDWHV�DQG
UHJLRQV�GLIIHU�PDUNHGO\�LQ�WKH�H[WHQW�DQG�SURIHVVLRQDOLVP�RI�EXVLQHVV�DQJHO
DFWLYLW\���7R�UHPHG\�WKLV��QDWLRQDO�PHDVXUHV�VXFK�DV�ILVFDO�LQFHQWLYHV�RU�FR�
LQYHVWPHQW�SURJUDPPHV�VKRXOG�EH�LQWURGXFHG�WR�OLEHUDWH�PDUNHW
PHFKDQLVPV��DQG�DQJHO�V\QGLFDWHV��OLNH�9&�IXQGV��VKRXOG�EH�HOLJLEOH�IRU
QDWLRQDO�WD[�EHQHILW�VFKHPHV�DQG�QDWLRQDO�DQG�(8�OHYHUDJH�VFKHPHV�
0HPEHU�6WDWHV�VKRXOG�DOVR�XQGHUWDNH�QDWLRQDO�SXEOLFLW\�PHDVXUHV�WR
KLJKOLJKW�WKH�SRWHQWLDO�RI�EXVLQHVV�DQJHO�DFWLYLW\��DQG�WKH�&RPPLVVLRQ
VKRXOG�FRQVLGHU�PDNLQJ�IXQGLQJ�DYDLODEOH�WR�DQG�WKURXJK�WKH�(XURSHDQ
%XVLQHVV�$QJHO�1HWZRUN�WR�SXEOLFLVH�DQJHO�DFWLYLW\�
'HPDQG�DV�ZHOO�DV�VXSSO\�FRQVWUDLQWV�QHHG�WR�EH�DGGUHVVHG���7KH
SUREOHP�RI�DYDLODELOLW\�RI�ULVN�FDSLWDO�IRU�WKH�FRPPHUFLDOLVDWLRQ�RI�5	'�LV�QRW�MXVW
RQH�RI�VXSSO\���60(V�DQG�SRWHQWLDO�VWDUW�XSV�QHHG�PRUH�HGXFDWLRQ�DQG�DGYLFH�RQ
WKH�DYDLODELOLW\�DQG�DSSURSULDWHQHVV�RI�H[WHUQDO�ULVN�FDSLWDO���7KH�&RPPLVVLRQ
DQG�0HPEHU�6WDWHV�VKRXOG�FRQVLGHU�PDNLQJ�SXEOLF�UHVRXUFHV�DYDLODEOH
WR�LPSURYH�DZDUHQHVV�FRQFHUQLQJ�WKH�DSSURSULDWH�DSSOLFDWLRQ�RI�ULVN
FDSLWDO���$Q\�VXFK�DFWLYLW\�VKRXOG�FRPSOHPHQW�DQG�EXLOG�RQ�H[LVWLQJ
LQLWLDWLYHV�LQ�WKH�6L[WK�)UDPHZRUN�3URJUDPPH�DQG�HOVHZKHUH�

��������(TXLW\�DQG�/RDQ�*XDUDQWHH�0HDVXUHV
*XDUDQWHH�0HFKDQLVPV�FRPH�LQWR�SOD\�ZKHQ�WKH�SXEOLF�VHFWRU�WULHV�WR�LQFUHDVH
5	'�LQYHVWPHQW�OHYHOV�E\�RIIHULQJ�WR�VKDUH�SDUW�RI�WKH�ULVN�ERUQH�E\�ILQDQFLDO
LQVWLWXWLRQV�ZKHQ�VXSSO\LQJ�FDSLWDO�IRU�5	'�DQG�LQQRYDWLRQ�UHODWHG�DFWLYLWLHV�
7\SLFDOO\�WKHVH�WDNH�WKH�IRUP�RI�HLWKHU�(TXLW\�*XDUDQWHHV�RU�/RDQ�*XDUDQWHHV�
7KH�IRUPHU�DUH�DSSURSULDWH�IRU�17%)V�DQG�5	'�LQWHQVLYH�60(V���7KH�ODWWHU�DUH
EHVW�WDUJHWHG�DW�HVWDEOLVKHG�60(V�XQGHUWDNLQJ�OLPLWHG�ULVN�5	'�SURMHFWV���7KH\
ERWK�KDYH�D�YDOXDEOH�UROH�WR�SOD\�LQ�WKH�HVWDEOLVKPHQW�RI�YHQWXUH�FDSLWDO�PDUNHWV
DQG�WKH�VWLPXODWLRQ�RI�KLJK�WHFK��UHVHDUFK�LQWHQVLYH�60(�DFWLYLW\�
.H\�PHVVDJHV�FRQFHUQLQJ�WKH�XWLOLVDWLRQ�RI�*XDUDQWHH�0HDVXUHV�DUH�DV�IROORZV�
(8�0HPEHU�6WDWHV�ZLWKRXW�D�GHYHORSHG�YHQWXUH�FDSLWDO�LQGXVWU\�
SDUWLFXODUO\�WKRVH�ZLWKRXW�µHDUO\�VWDJH¶�YHQWXUH�FDSLWDO�ILUPV�IRFXVLQJ
RQ�WKH�SURYLVLRQ�RI�VHHG�DQG�VWDUW�XS�FDSLWDO��VKRXOG�FRQVLGHU
LQWURGXFLQJ�DQ�HTXLW\�JXDUDQWHH�SURJUDPPH�IRU�D�OLPLWHG�SHULRG�RI
WLPH���7KHUH�KDYH�DOUHDG\�EHHQ�SURJUDPPHV�LQ�D�QXPEHU�RI�0HPEHU�6WDWHV�WKDW
KDYH�VXFFHVVIXOO\�VXSSRUWHG�WKH�HQWU\�RI�QHZ�YHQWXUH�FDSLWDO�ILUPV��DQG�WKHVH
SURJUDPPHV�SURYLGH�D�ZHDOWK�RI�H[SHULHQFH��IRU�H[DPSOH��LQ�WKH�XVH�RI
LQQRYDWLYH�RSWLRQ�EDVHG�SULFLQJ�IRU�JXDUDQWHH�SUHPLXPV���7KH�(,)�FRXOG�KHOS
VXSSRUW�WKHVH�GHYHORSPHQWV�E\�SURYLGLQJ�FRXQWHU�JXDUDQWHHV�IRU�QHZ
SURJUDPPHV�DQG�E\�WDNLQJ�WKH�LQLWLDWLYH�LQ�SURPRWLQJ�D�SDQ�(XURSHDQ
WHFKQRORJ\�UDWLQJ�V\VWHP�
+RUL]RQWDO�ORDQ�JXDUDQWHH�VFKHPHV��L�H��VFKHPHV�DSSOLFDEOH�WR�D�EURDG
VSHFWUXP�RI�60(V��DUH�PRUH�DSSURSULDWH�IRU�DFKLHYLQJ�JRDOV�VXFK�DV�MRE
FUHDWLRQ�UDWKHU�WKDQ�IRU�WKH�SURPRWLRQ�RI�5	'�VSHQGLQJ���*XDUDQWHHV�LQ
WKHVH�VFKHPHV�DSSO\�DOPRVW�H[FOXVLYHO\�WR�EDQN�ORDQV��DQG�PRVW�EDQNV�DUH�QRW
HTXLSSHG�WR�MXGJH�WKH�ULVNV�RI�5	'�LQYHVWPHQW���+RZHYHU��VRPH�0HPEHU�6WDWHV�
*HUPDQ\�LQ�SDUWLFXODU��KDYH�KDG�VXFFHVV�ZLWK�LQQRYDWLRQ�ORDQ�JXDUDQWHH
SURJUDPPHV�ZKLFK�KDYH�PHFKDQLVPV�IRU�HYDOXDWLQJ�WHFKQRORJLFDO�ULVN�DQG�DUH
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VSHFLILFDOO\�PHDQW�WR�ILQDQFH�5	'�SURMHFWV�LQ�HVWDEOLVKHG�60(V���6XSSRUW�IRU�VXFK
SURMHFWV�LV�OHVV�ULVN\�WKDQ�ILQDQFLQJ�VWDUW�XSV��ILUVWO\�EHFDXVH�HVWDEOLVKHG�60(V
WHQG�WR�KDYH�D�ODUJHU�ILQDQFLDO�FXVKLRQ�IRU�DEVRUELQJ�ORVVHV�IURP�IDLOHG�SURMHFWV�
DQG�VHFRQGO\�EHFDXVH�5	'�SURMHFWV�XQGHUWDNHQ�E\�HVWDEOLVKHG�60(V�DUH�W\SLFDOO\
LQFUHPHQWDO�LPSURYHPHQWV�RI�H[LVWLQJ�SURGXFWV�DQG�VHUYLFHV�ZKLFK�WKHPVHOYHV
LQYROYH�ORZ�OHYHOV�RI�ULVN���0HPEHU�6WDWHV�ZLWKRXW�D�WDUJHWHG�LQQRYDWLRQ
ORDQ�JXDUDQWHH�VFKHPH�VKRXOG�FRQVLGHU�WKH�HVWDEOLVKPHQW�RI�VXFK�D
SURJUDPPH���7KHVH�GHYHORSPHQWV�FRXOG�EH�VXSSRUWHG�E\�WKH�(,)
WKURXJK�WKH�HVWDEOLVKPHQW�RI�D�FRXQWHU�JXDUDQWHH�VFKHPH�VSHFLILFDOO\
IRU�QDWLRQDO�DQG�UHJLRQDO�LQQRYDWLRQ�ORDQ�JXDUDQWHH�SURJUDPPHV�
7KH�IORZ�RI�ILQDQFH�WR�LQQRYDWLQJ�60(V��DQG�SHUKDSV�WR�ODUJHU�ILUPV�DV
ZHOO��FRXOG�EH�XVHIXOO\�VWLPXODWHG�YLD�WKH�EURDGHU�XVH�RI�LQQRYDWLYH
ILQDQFLDO�SUDFWLFHV�DQG�SURGXFWV���2QH�VXFK�SURGXFW�WKDW�KDV�DOUHDG\�EHHQ
XVHG�LQ�*HUPDQ\�LV�WKH�VHFXULWLVDWLRQ�RI�60(�ORDQ�SRROV�±�SRROV�WKDW�W\SLFDOO\
LQFOXGH�VRPH�ORDQV�IRU�5	'�DQG�LQQRYDWLRQ���0HPEHU�6WDWHV�VKRXOG�FRQVLGHU
HVWDEOLVKLQJ�QHZ�DJHQFLHV�RU�GHYHORSPHQW�EDQNV��RU�EURDGHQLQJ�WKH
UHPLW�RI�H[LVWLQJ�DJHQFLHV�RU�GHYHORSPHQW�EDQNV��WR�LQFOXGH�ORDQ
VHFXULWLVDWLRQ���7KH�(,)�VKRXOG�VXSSRUW�WKLV�GHYHORSPHQW�E\
SDUWLFLSDWLQJ�LQ�VHFXULWLVDWLRQ��DV�LW�DOUHDG\�KDV�GRQH�D�QXPEHU�RI�WLPHV
ZLWK�*HUPDQ\¶V�.I:���2WKHU�SURGXFWV��ZKLFK�KDYH�QRW�\HW�EHHQ�ZLGHO\�XVHG�
EXW�ZKLFK��LQ�SULQFLSOH��FRXOG�VXSSRUW�5	'�ILQDQFH��DUH�LQVXUDQFH�SURGXFWV�WKDW
LQVXUH�FRPSDQLHV�DJDLQVW�WKH�ULVN�RI�IDLOHG�5	'�SURMHFWV���6LQFH�WKHVH�DUH
SURGXFWV�SULPDULO\�RIIHUHG�E\�WKH�SULYDWH�VHFWRU��WKH�(XURSHDQ�&RPPLVVLRQ
FRXOG�EHVW�VXSSRUW�WKHP�E\�PRQLWRULQJ�WKHLU�XVH�LQ�PHPEHU�6WDWHV�DQG
HOVHZKHUH�DQG�E\�HQFRXUDJLQJ�D�GLVFXVVLRQ�RQ�WKH�PHULWV�RI�WKHVH
ILQDQFLDO�LQVWUXPHQWV�

������&RPELQLQJ�3ROLFLHV
$V�QRWHG�HDUOLHU��WKHUH�LV�QR�RQH�FRPELQDWLRQ�RI�LQVWUXPHQWV�WKDW�LV�DSSOLFDEOH�LQ
DOO�FRQWH[WV���7KHUH�DUH�VRPH�JXLGHOLQHV��KRZHYHU��ZKLFK�GHVHUYH�FRQVLGHUDWLRQ
ZKHQHYHU�GLIIHUHQW�FRPELQDWLRQV�DUH�FRQVLGHUHG�

��������1DWLRQDO�3ROLF\�&RPELQDWLRQV
7KH�ZLGH�GLYHUVLW\�RI�QDWLRQDO�SROLF\�PL[HV�LQ�VXSSRUW�RI�LQGXVWU\�
RULHQWHG�5	'�DQG�LQQRYDWLRQ�VFKHPHV�GHPRQVWUDWHV�ERWK�WKH�UDQJH�RI
SUREOHPV�IDFHG�E\�GLIIHUHQW�QDWLRQV�DQG�WKH�YDULRXV�DSSURDFKHV�LW�LV
SRVVLEOH�WR�WDNH�LQ�WKHLU�UHVROXWLRQ���7KDW�VDLG��VXSSRUW�IRU�5	'�SURMHFWV
ZLWKLQ�VLQJOH�ILUPV�LV�E\�IDU�WKH�PRVW�FRPPRQ�SROLF\�REMHFWLYH�DQG�WD[�LQFHQWLYHV
D�SRSXODU�ZD\�RI�GHOLYHULQJ�VXSSRUW�RI�WKLV�QDWXUH���2WKHU�SROLF\�REMHFWLYHV�DQG
GHOLYHU\�PHFKDQLVPV�DUH�LQ�HYLGHQFH�RQ�D�IUHTXHQW�EDVLV�LQ�PRVW�RI�WKH�ODUJHU
HFRQRPLHV��EXW�OHVV�IUHTXHQWO\�VR�LQ�VPDOOHU�HFRQRPLHV���,QWHJUDWHG�SDFNDJHV�RI
SROLF\�PHFKDQLVPV�DUH�DOVR�JDLQLQJ�LQ�SRSXODULW\���:KHUHDV�0HPEHU�6WDWHV
FDQ�OHDUQ�PXFK�IURP�RWKHU�FRXQWULHV�DERXW�WKH�UHODWLYH�HIILFDF\�RI
LQGLYLGXDO�SROLF\�PHFKDQLVPV��WKH�SUHFLVH�QDWXUH�RI�D�SROLF\�PL[
VXLWDEOH�WR�WKHLU�RZQ�FLUFXPVWDQFHV�ZLOO�GHSHQG�FUXFLDOO\�XSRQ�WKH
FRPSOH[LW\�RI�WKHLU�RZQ�LQQRYDWLRQ�V\VWHPV�DQG�WKHLU�DVVRFLDWHG
VWUHQJWKV�DQG�ZHDNQHVVHV�
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��������3ROLF\�0L[HV�IRU�6WLPXODWLQJ�5	'�,QYHVWPHQW
7KHUH�DUH�D�OLPLWHG�QXPEHU�RI�URDGV�WR�LQFUHDVHG�5	'�LQYHVWPHQW�EXW
PDQ\�ZD\V�RI�WUDYHOOLQJ�DORQJ�WKHP���,Q�WKH�VKRUW�WHUP��WKH�URXWH�OLNHO\�WR
OHDG�WR�WKH�PRVW�GUDPDWLF�LQFUHDVHV�LQ�5	'�LQYROYHV�PDNLQJ�WKH�(8�DQ�DWWUDFWLYH
SODFH�IRU�5	'�LQWHQVLYH�01&V�WR�JURZ�RU�UHORFDWH�5	'�FDSDFLW\���5	'�LV�DOVR
OLNHO\�WR�EH�FRQVLGHUDEO\�HQKDQFHG�LQ�WKH�ORQJHU�WHUP�E\�HIIRUWV�WR�FUHDWH�D
IDYRXUDEOH�HQYLURQPHQW�IRU�WKH�FUHDWLRQ�DQG�VXSSRUW�RI�G\QDPLF��5	'�LQWHQVLYH
60(V�LQ�QHZ�DQG�H[LVWLQJ�KLJK�WHFKQRORJ\�DUHDV�ZLWK�D�KLJK�SRWHQWLDO�IRU�JURZWK�
2WKHU�URXWHV�LQFOXGH�ERRVWLQJ�5	'�DFWLYLWLHV�ZLWKLQ�H[LVWLQJ�PRGHUDWHO\�5	'�
LQWHQVLYH�ILUPV��DQG�H[SDQGLQJ�WKH�5	'�FRPPXQLW\�E\�HQDEOLQJ�QRQ�5	'
SHUIRUPHUV�WR�HQWHU�WKH�IROG���)RU�HDFK�RI�WKHVH�URXWHV�WKHUH�DUH�D�ZLGH�YDULHW\�RI
SROLF\�PHFKDQLVPV�WKDW�FDQ�EH�GHSOR\HG��ZLWK�WKH�SROLF\�PL[�IRU�HDFK�URXWH
KDYLQJ�D�GLIIHUHQW�FRPSRVLWLRQ�DQG�IRFXV��WKRXJK�HDFK�LQYROYHV�D�YHU\�EURDG�PL[
RI�ILQDQFLDO�DQG�ILVFDO�PHDVXUHV�FRPELQHG�ZLWK�SROLFLHV�WKDW�DIIHFW�IUDPHZRUN
FRQGLWLRQV���)RU�WKH�URXWHV�LQYROYLQJ�WKH�FUHDWLRQ�RI�QHZ�5	'�LQWHQVLYH�60(V�DQG
WKH�LQLWLDWLRQ�RI�5	'�DFWLYLWLHV�LQ�QRQ�5	'�SHUIRUPHUV��FDWDO\WLF�ULVN�FDSLWDO�DQG
JXDUDQWHH�LQVWUXPHQWV�DQG�PHDVXUHV�VXSSRUWLQJ�LQIRUPDWLRQ�H[FKDQJH�DQG
QHWZRUNLQJ�DUH�YHU\�LPSRUWDQW�SROLF\�IRFL���,Q�FRQWUDVW��GLUHFW�PHDVXUHV�VXFK�DV
VXSSRUW�IRU�5	'�SURMHFWV�DQG�SXEOLF�WHFKQRORJ\�SURFXUHPHQW�FRPELQH�ZLWK
LQGLUHFW�ILVFDO�PHDVXUHV�WR�IRUP�D�FULWLFDO�SROLF\�IRFXV�IRU�LQFUHDVLQJ�H[LVWLQJ�5	'
LQYHVWPHQW���,Q�WHUPV�RI�DWWUDFWLQJ�01&V��KRZHYHU��SROLFLHV�DIIHFWLQJ�D�IHZ�NH\
IUDPHZRUN�FRQGLWLRQV�DUH�PRUH�LPSRUWDQW�WKDQ�PRVW�ILQDQFLDO�DQG�ILVFDO
PHDVXUHV�
7KH�SDUWLFXODU�URXWHV�DQG�SROLF\�PL[HV�SULRULWLVHG�DQG�FKRVHQ�E\�SXEOLF
DXWKRULWLHV�ZLOO�XOWLPDWHO\�GHSHQG�RQ�ORFDO�FLUFXPVWDQFHV���,I�LW�LV
QHFHVVDU\�WR�WUDYHO�DORQJ�DOO�URXWHV��KRZHYHU��WKH�FRPELQHG�SROLF\�PL[
ZLOO�LQYDULDEO\�KDYH�WR�FRQWDLQ�DQ�H[WUHPHO\�ULFK�PL[�RI�ERWK�ILQDQFLDO
DQG�ILVFDO�PHDVXUHV�DQG�SROLFLHV�DIIHFWLQJ�IUDPHZRUN�FRQGLWLRQV�

��������)RFXVHG�3ROLF\�&RPELQDWLRQV
$Q\�DWWHPSW�WR�FRQVWUXFW�FRPELQDWLRQV�RI�ILQDQFLDO�DQG�ILVFDO�SROLF\�LQVWUXPHQWV�
HLWKHU�LQ�)RFXVHG�3ROLF\�FRPELQDWLRQV�RU�LQ�FRQMXQFWLRQ�ZLWK�RWKHU�SROLF\
LQVWUXPHQWV�DIIHFWLQJ�IUDPHZRUN�FRQGLWLRQV�LQ�+ROLVWLF�3ROLF\�FRPELQDWLRQV�
VKRXOG�EHJLQ�ZLWK�D�UHYLHZ�RI�WKHLU�XVH�LQ�LVRODWLRQ���7KLV�VKRXOG�FRPSDUH�LWHPV
VXFK�DV�WKHLU�VSHFLILFLW\��H�J��WKH�SURV�DQG�FRQV�RI�WKHLU�XVH�LQ�GLIIHUHQW
FLUFXPVWDQFHV��DQG�HVWLPDWHV�RI�WKHLU�SRWHQWLDO�LPSDFW�DQG�LPSRUWDQFH���3RWHQWLDO
LQWHUDFWLRQV�ZLWK�RWKHU�LQVWUXPHQWV�VKRXOG�DOVR�EH�H[DPLQHG�
'LUHFW�DQG�,QGLUHFW�)LVFDO�0HDVXUHV�IRUP�QDWXUDO�FRPSOHPHQWV�LQ�D
SROLF\�SRUWIROLR�LI�WKH�RYHUDOO�DLP�LV�WR�UDLVH�5	'�LQYHVWPHQW�OHYHOV
DORQJ�ERWK�D�EURDG�IURQW��E\�XVLQJ�,QGLUHFW�)LVFDO�0HDVXUHV��DQG�LQ
VSHFLILF�DUHDV�RI�VWUDWHJLF�LQWHUHVW��YLD�'LUHFW�0HDVXUHV����$�FDUHIXO
EDODQFH�KDV�WR�EH�PDLQWDLQHG��KRZHYHU��LQ�RUGHU�WR�HQVXUH�WKDW�KLJK�WD[
LQFHQWLYHV�IRU�5	'�LQ�JHQHUDO�GR�QRW�ORZHU�WKH�DWWUDFWLYHQHVV�RI�'LUHFW�0HDVXUHV
LQWHQGHG�WR�UHRULHQW�H[LVWLQJ�WHFKQRORJLFDO�WUDMHFWRULHV�E\�IRFXVLQJ�RQ�SDUWLFXODU
WHFKQRORJ\�DUHDV���,Q�WKH�FRQWH[W�RI�WKH�(8��JLYHQ�WKDW�WKH�&RPPLVVLRQ�LV
QRW�LQ�D�SRVLWLRQ�WR�LQLWLDWH�WD[�LQFHQWLYH�UHJLPHV�EXW�LV�LQ�D�SRVLWLRQ�WR
LQFUHDVH�IXQGLQJ�IRU�'LUHFW�0HDVXUHV��0HPEHU�6WDWHV�VKRXOG�FRQVLGHU
WKH�ODWWHU�DV�FRPSOHPHQWV�WR�ERWK�QDWLRQDO�'LUHFW�0HDVXUHV�DQG
LQGLJHQRXV�5	'�WD[�LQFHQWLYHV�
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*XDUDQWHH�DQG�5LVN�&DSLWDO�0HDVXUHV�DUH�DOVR�QDWXUDO�FRPSOHPHQWV�
7KH�IRUPHU��HVSHFLDOO\�HTXLW\�JXDUDQWHH�PHDVXUHV��KDYH�D�FULWLFDO�UROH�WR�SOD\�LQ
WKH�HVWDEOLVKPHQW�RI�YHQWXUH�FDSLWDO�PDUNHWV���7KH�ODWWHU�DUH�SDUWLFXODUO\�XVHIXO
RQFH�WKHVH�KDYH�EHHQ�HVWDEOLVKHG�DQG�WKHUH�LV�DQ�LQFUHDVHG�QHHG�IRU�RWKHU�ULVN�
VKDULQJ�PHFKDQLVPV�LI�PDUNHW�GLVWRUWLRQ�LV�WR�EH�DYRLGHG���0HPEHU�6WDWHV�ZLWK
LPPDWXUH�YHQWXUH�FDSLWDO�PDUNHWV�DUH�XUJHG�WR�FRQVLGHU�WKH�SKDVHG
DSSOLFDWLRQ�RI�(TXLW\�*XDUDQWHH�DQG�WKHQ�5LVN�&DSLWDO�0HDVXUHV�
7KHUH�KDV�WR�EH�DQ�LQWHUIDFH�EHWZHHQ�'LUHFW�0HDVXUHV�DQG�5LVN�&DSLWDO
0HDVXUHV���)RU�ILUPV�WKH�LQQRYDWLRQ�SURFHVV�LV�VHDPOHVV���)RU�SXEOLF�DXWKRULWLHV�
WKH�SURYLVLRQ�RI�VXSSRUW�LV�RIWHQ�VHJPHQWHG���3ROLFLHV�VSDQQLQJ�WKH�JDS
EHWZHHQ�5	'�DQG�LWV�H[SORLWDWLRQ�QHHG�WR�EH�SDUW�RI�LQ�LQWHJUDWHG
SRUWIROLR�RI�VXSSRUW�SROLFLHV�LI�LQGLYLGXDO�ILUPV�DUH�IXOO\�WR�DSSUHFLDWH
DQG�EHQHILW�IURP�WKH�VXSSRUW�RQ�RIIHU�

��������+ROLVWLF�3ROLF\�&RPELQDWLRQV
&OXVWHU�3ROLFLHV�DQG�7HFKQRORJ\�3ODWIRUPV�DUH�LPSRUWDQW�H[DPSOHV�RI
DWWHPSWV�WR�GHYHORS�V\VWHPLF�RU�KROLVWLF�SROLFLHV���%RWK�LQYROYH�WKH�XVH�RI�D
V\VWHPV�DSSURDFK�WR�SLQSRLQW�SUREOHPV�DQG�SRWHQWLDO�VROXWLRQV�DQG�ERWK�IRUHVHH
WKH�QHHG�WR�FRQVWUXFW�VROXWLRQV�FRPSRVHG�RI�FRPELQDWLRQV�RI�SROLF\�LQVWUXPHQWV�
%RWK�DOVR�QHFHVVLWDWH�WKH�LQYROYHPHQW�RI�PXOWLSOH�VWDNHKROGHUV�LQ�WKH�IRUPXODWLRQ
DQG�LPSOHPHQWDWLRQ�RI�WKH�UHVXOWDQW�SROLFLHV�DQG�DFWLYLWLHV�
7HFKQRORJ\�3ODWIRUPV�DUH�SDUWLFXODUO\�UHOHYDQW�WR�WKH�WDVN�RI�UDLVLQJ
5	'�LQYHVWPHQW�OHYHOV�EHFDXVH�RI�WKHLU�FULWLFDO�FRQWULEXWLRQ�WR�WKH
GHYHORSPHQW�RI�QHZ�OHDG�PDUNHWV�LQ�DUHDV�VXFK�DV�ELRWHFKQRORJ\�
QDQRWHFKQRORJ\�DQG�WKH�K\GURJHQ�HFRQRP\���(IIRUWV�E\�WKH�(XURSHDQ
&RPPLVVLRQ�WR�HVWDEOLVK�7HFKQRORJ\�3ODWIRUPV�IRU�WKH�GLVFXVVLRQ�
IRUPXODWLRQ�DQG�LPSOHPHQWDWLRQ�RI�SROLF\�RSWLRQV�LQ�WKHVH�DUHDV�VKRXOG
WKHUHIRUH�EH�HQFRXUDJHG�
&OXVWHU�SROLFLHV�FDQ�EH�GHYHORSHG�DW�UHJLRQDO��QDWLRQDO�RU�LQWHUQDWLRQDO
OHYHOV�WR�UHFWLI\�GHILFLHQFLHV�LQ�LQQRYDWLRQ�V\VWHPV�DQG�VWUHQJWKHQ�WKH
LQWHUDFWLRQV�EHWZHHQ�WKH�LQQRYDWLRQ�DFWRUV�LQYROYHG���&OXVWHU�SROLFLHV�DW
QDWLRQDO�DQG�LQWHUQDWLRQDO�OHYHOV�VKRXOG�LQFOXGH�HOHPHQWV�WDFNOLQJ�WKH
IUDPHZRUN�FRQGLWLRQV�DIIHFWLQJ�5	'�LQYHVWPHQW�OHYHOV��ZKHUHDV�WKRVH
IRUPXODWHG�DW�D�UHJLRQDO�OHYHO�VKRXOG�SULRULWLVH�WKH�XVH�RI�ILQDQFLDO�DQG
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SROLF\�PL[HV�DLPHG�DW�UDLVLQJ�SULYDWH�VHFWRU�5	'�OHYHOV�QHHG�WR�EH�FDUHIXOO\
SDFNDJHG�DQG�SUHVHQWHG���'HOLYHU\�V\VWHPV�QHHG�WR�EH�VWUHDPOLQHG�DQG
DGYLFH�RIIHUHG�WR�LQWHQGHG�EHQHILFLDULHV�RQ�WKH�UHOHYDQFH�RI�GLIIHUHQW
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7KHUH�VKRXOG�EH�IHZ�FRQFHUQV�DERXW�6WDWH�$LG�UXOHV�EHLQJ�DEXVHG�E\
LQGLYLGXDO�ILUPV�WDNLQJ�DGYDQWDJH�RI�PXOWLSOH�LQVWUXPHQWV�ZLWKLQ�WKH
FRQWH[W�RI�FRPSOH[�SROLF\�SDFNDJHV���6RPH�DEXVH�ZLOO�XQGRXEWHGO\�RFFXU�
EXW�WKH�OLNHO\�FRVWV�DUH�RXWZHLJKHG�E\�WKH�SRWHQWLDO�EHQHILWV�DQG�GR�QRW�ZDUUDQW
KHDY\�PRQLWRULQJ�DQG�SROLFLQJ�V\VWHPV�
7KH�IRUPXODWLRQ�DQG�LPSOHPHQWDWLRQ�RI�DSSURSULDWH�SROLF\�PL[HV�RIWHQ
LQYROYHV�VHSDUDWH�JRYHUQPHQW�GHSDUWPHQWV��DQG�LW�LV�YLWDO�WKDW



���

DGHTXDWH�PHFKDQLVPV�DUH�LQ�SODFH�WR�HQVXUH�FRRUGLQDWLRQ�DQG
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UHJLRQV�DUH�IRUPXODWHG�DQG�WKDW�WKH�URXWHV�WDNHQ�DUH�DOVR�LQ�WKH�FROOHFWLYH
LQWHUHVW�RI�ERWK�SDUHQW�0HPEHU�6WDWHV�DQG�WKH�(8�DV�D�ZKROH��FRRUGLQDWLRQ
EHWZHHQ�WKH�YDULRXV�OHYHOV�RI�JRYHUQDQFH�ZLOO�QHHG�WR�EH�VWUHQJWKHQHG�
7KH�(XURSHDQ�&RPPLVVLRQ�VKRXOG�DOVR�IDFLOLWDWH�WKH�H[FKDQJH�RI�UHOHYDQW
H[SHULHQFHV�DQG�SROLF\�OHVVRQV�DFURVV�ERWK�FRXQWULHV�DQG�UHJLRQV�
7KH�DGRSWLRQ�RI�WKH����WDUJHW�PD\�FDOO�IRU�WUDGH�RIIV�EHWZHHQ�SROLFLHV
LQ�GLIIHUHQW�VSKHUHV���3XEOLF�H[SHQGLWXUH�RQ�SROLF\�PL[HV�DLPHG�DW�LQFUHDVLQJ
SULYDWH�VHFWRU�5	'�LQYHVWPHQW�FRXOG�FRPH�XQGHU�SUHVVXUH�LI�WKHUH�DUH�FRPSHWLQJ
FODLPV�RQ�SXEOLF�EXGJHWV���7R�FRXQWHU�WKLV��SXEOLF�VHFWRU�ERGLHV�VKRXOG
FRQVLGHU�IXUWKHU�DFWLRQV�WR�SURPRWH�WKH�SXEOLF�XQGHUVWDQGLQJ�RI�VFLHQFH
LQ�JHQHUDO�DQG�WKH�UHOHYDQFH�RI�5	'�WR�HFRQRPLF�JURZWK�LQ�SDUWLFXODU�

��������6WUDWHJLF�,QWHOOLJHQFH
3ROLF\�PL[HV�FDQQRW�EH�IRUPXODWHG�LQ�D�YDFXXP���&RQFHUWHG�HIIRUWV�DUH
QHHGHG�WR�LPSURYH�WKH�VWUDWHJLF�LQWHOOLJHQFH�XSRQ�ZKLFK�SROLF\
IRUPXODWLRQ�LV�EDVHG���,Q�SDUWLFXODU��EHWWHU�GDWD�DUH�UHTXLUHG�RQ�5	'�LQWHQVLW\
OHYHOV�DW�GLIIHUHQW�OHYHOV�RI�DJJUHJDWLRQ�DFURVV�WKH�(8��WKH�VFRSH�DQG�VFDOH�RI
HYDOXDWLRQ�V\VWHPV�DQG�SUDFWLFHV�QHHG�WR�EH�LPSURYHG�ZLWKLQ�0HPEHU�6WDWHV�DQG
SURFHGXUHV�SXW�LQ�SODFH�WR�VKDUH�WKH�UHVXOWV��D�OLQN�EHWZHHQ�EHQFKPDUNLQJ
H[HUFLVHV�DQG�WKH�SURSRVHG�2SHQ�0HWKRG�RI�&RRUGLQDWLRQ�ZRXOG�EHQHILW�ERWK
SROLF\PDNLQJ�DQG�WKH�SUDFWLFH�DQG�XWLOLW\�RI�EHQFKPDUNLQJ�H[HUFLVHV��DQG
IRUHVLJKW�H[HUFLVHV�DUH�QHHGHG�QRW�RQO\�WR�LGHQWLI\�WHFKQRORJ\�KRW�VSRWV��EXW�DOVR
WR�LQYROYH�VWDNHKROGHUV�LQ�WKH�IRUPXODWLRQ�RI�GHVLUDEOH�DQG�DFKLHYDEOH�SROLF\
DJHQGDV�DQG�DFWLRQ�SODQV�
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$PVWHUGDP
$QGHUVRQ��'��HW�DO���������,QQRYDWLRQ�DQG�WKH�(QYLURQPHQW��&KDOOHQJHV�DQG
3ROLF\�2SWLRQV�IRU�WKH�8.��/RQGRQ��,PSHULDO�&ROOHJH�&HQWUH�IRU�(QHUJ\�3ROLF\�DQG
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)|OVWHU��6����������7KH�$UW�RI�(QFRXUDJLQJ�,QQRYDWLRQ��$�1HZ�$SSURDFK�WR
*RYHUQPHQW�,QQRYDWLRQ�3ROLF\��$OPTYLVW�	�:LNVHOO��6WRFNKROP
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&RQWHPSRUDU\�6RFLHWLHV��6DJH�3XEOLFDWLRQV��/RQGRQ
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+ROEURRN��-�$�'����������µ7KH�LQIOXHQFH�RI�VFDOH�HIIHFWV�RQ�LQWHUQDWLRQDO
FRPSDULVRQV�RI�5	'�H[SHQGLWXUHV¶��6FLHQFH�DQG�3XEOLF�3ROLF\��9ROXPH����
QXPEHU����$XJXVW��SS���������
+XWVFKHQUHLWHU���������7D[�,QFHQWLYHV�IRU�5	'�LQ�$XVWULD��9LHQQD��$XVWULDQ
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6WRUH\��'�-��DQG�7HWKHU��%�6����������µ3XEOLF�SROLF\�PHDVXUHV�WR�VXSSRUW�QHZ
WHFKQRORJ\�EDVHG�ILUPV�LQ�WKH�(XURSHDQ�8QLRQ¶��5HVHDUFK�3ROLF\�����SS�������
����
:DUGD�-����������µ$�����������8SGDWH�RI�5	'�7D[�WUHDWPHQW�LQ�2(&'
&RXQWULHV¶��5HSRUW�SUHSDUHG�IRU�WKH�2(&'�'LUHFWRUDWH�IRU�6FLHQFH�
7HFKQRORJ\�DQG�,QGXVWU\��2(&'��3DULV



(XURSHDQ�&RPPLVVLRQ
(85�������²�5DLVLQJ�(8�5	'�,QWHQVLW\�±�,PSURYLQJ�WKH
(IIHFWLYHQHVV�RI�WKH�0L[�RI�3XEOLF�6XSSRUW�0HFKDQLVPV�IRU�3ULYDWH
6HFWRU�5HVHDUFK�DQG�'HYHORSPHQW
/X[HPERXUJ��2IILFH�IRU�2IILFLDO�3XEOLFDWLRQV�RI�WKH�(XURSHDQ�&RPPXQLWLHV�
�����²�SS�����²�$��������[������FP
,6%1��������������
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7KH�(XURSHDQ�&RXQFLO� LQ�%DUFHORQD�VHW�DQ�RYHUDOO�(8�5	'� LQYHVWPHQW� WDUJHW�RI
���RI�*'3�E\�WKH�\HDU�������ZLWK�LQGXVWU\�DVNHG�WR�FRQWULEXWH�WZR�WKLUGV�RI�WKLV
ILJXUH���7R�DSSURDFK�WKHVH� OHYHOV��KRZHYHU��GUDPDWLF� LPSURYHPHQWV�DUH�QHHGHG
LQ�WKH�HIIHFWLYHQHVV�RI�SROLFLHV�XVHG�WR�VWLPXODWH�SULYDWH�VHFWRU�5	'���7KH�VSHFLILF
DLP�RI�WKLV�UHSRUW��WKHUHIRUH��LV�WR�RIIHU�VXJJHVWLRQV�DQG�JXLGDQFH�FRQFHUQLQJ�WKH
FRQVWUXFWLRQ�RI�SROLF\�PL[HV�FDSDEOH�RI�UDLVLQJ�SULYDWH�VHFWRU�5	'�LQWHQVLW\�LQ�WKH
(8�WR�WKH�UHTXLUHG�OHYHOV���7KH�UHSRUW�FRQVLGHUV�WKH�UDQJH�RI�SROLF\� LQVWUXPHQWV
DYDLODEOH�WR�WDFNOH�WKH�SUREOHP�RI�WKH�5	'�LQYHVWPHQW�JDS��IRFXVLQJ�LQ�SDUWLFXODU
RQ� ILQDQFLDO� DQG� ILVFDO� LQVWUXPHQWV� EXW� DOVR� FRYHULQJ� D� UDQJH� RI� RWKHU� SROLFLHV
DIIHFWLQJ� WKH� IUDPHZRUN� FRQGLWLRQV� IRU� 5	'� DQG� LQQRYDWLRQ� LQ� WKH� (8�� � $IWHU
UHYLHZLQJ� WKH� XVH� RI� WKHVH� LQVWUXPHQWV�� ERWK� LQ� LVRODWLRQ� DQG� FRPELQHG� LQ� D
YDULHW\� RI� SROLF\� SDFNDJHV� RU� PL[HV�� WKH� UHSRUW� WKHQ� SUHVHQWV� D� VHULHV� RI
UHFRPPHQGDWLRQV�IRU�WKH�FRQVLGHUDWLRQ�RI�SROLF\PDNHUV�DFURVV�WKH�(8�


