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7KLV# LV# WKH# ODVW#EXW#FHUWDLQO\#QRW# WKH# OHDVW# LQ#D#VHULHV#RI#FRQWULEXWLRQV#RQ#FXUUHQF\#FULVHV

DQG#FRQWDJLRQ#E\#3DXO#0DVVRQ1#0DNLQJ#RUGHU#000#DW#OHDVW/#VRPH#RUGHU#000#LQ#ZKDW#LV#FXUUHQWO\#WKH

PRVW#FKDRWLF#DQG#%\]DQWLQH#QLFKH#RI#LQWHUQDWLRQDO#PDFURHFRQRPLF#OLWHUDWXUH#LV#D#EXUGHQVRPH#EXW

SULFHOHVV#WDVN1#,Q#WKLV#DQG#RWKHU#UHFHQW#SDSHUV/#0DVVRQ#FRQWULEXWHV#FRKHUHQWO\#DQG#LQWHOOLJHQWO\#WR

DQ# RYHUGXH# SURFHVV# RI# LQWHOOHFWXDO# KRXVHFOHDQLQJ# ZLWKLQ# WKH# ILHOG/# SUHVHQWLQJ# UHDVRQDEOH

WD[RQRPLHV# DQG# VKHGGLQJ# OLJKW#RQ# WKH# LPSOLFDWLRQV#RI# D#YDVW# DUUD\#RI#PRGHOV# DQG# WKHRULHV# IRU

SROLF\# DQDO\VLV1# 6SHFLILFDOO\/# WKLV# SDSHU# SURYLGHV# D# QHDW/# H[WHQVLYH# RYHUYLHZ# RI# ³PXOWLSOH0

HTXLOLEULD´#PRGHOV#RI#VSHFXODWLYH#DWWDFNV#DQG#FXUUHQF\#FULVHV1#,W#LV#DQ#HDV\#JXHVV#WKDW#WKLV#VXUYH\

ZLOO#IUHTXHQWO\#DSSHDU#RQ# WKH# UHDGLQJ# OLVWV#RI#FRXUVHV# LQ# LQWHUQDWLRQDO#FDSLWDO#PDUNHWV/#DQG# ,#DP

FRQILGHQW#LW#ZLOO#KDYH#ORQJ#VKHOI#OLIH#DPRQJ#UHVHDUFKHUV#DQG#SROLF\#DQDO\VWV1

0DVVRQ# LV# DQ# HDUQHVW# DGYRFDWH# RI# WKH# UHOHYDQFH# RI#PXOWLSOH# HTXLOLEULD# DV# D#PRGHOOLQJ

GHYLFH# WR# XQGHUVWDQG# FRPSOH[# LVVXHV# VXFK# DV# WKH# GHWHUPLQDQWV# DQG# LPSOLFDWLRQV# RI# WKH

LQWHUQDWLRQDO#FXUUHQF\#DQG#ILQDQFLDO#FULVHV#RI#WKH#4<<3V1#%XW#SURVHO\WL]LQJ#QHHG#QRW#PHDQ#EHLQJ

EOLQG#RU#XQIDLU1#:KLOH# WKH# VWUHQJWKV#RI# WKH#PXOWLSOH0HTXLOLEULD#DSSURDFK#DUH#HPSKDVL]HG/#DV#ZH

H[SHFW/# LWV#ZHDNQHVVHV#DUH#QRW#KLGGHQ#RU#GLVPLVVHG1#5DWKHU/# WKH\#DUH#JHQHUDOO\# WUHDWHG#DV#RSHQ

LVVXHV#OHIW#WR#IXWXUH#LQYHVWLJDWLRQV#DQG#DQDO\VHV1

,Q#P\#FRPPHQWV/#,#ZLOO#WU\#WR#HPXODWH#WKH#VWDQGDUGV#RI#LPSDUWLDOLW\#DQG#REMHFWLYLW\#RI#WKH

SDSHU/#DOWKRXJK#ZLWK#D#WZLVW1#,Q#P\#YLHZ/#ZKDW#QHHGV#WR#EH#HPSKDVL]HG#DUH#QRW#WKH#VWUHQJWKV#RI

WKH#PXOWLSOH0HTXLOLEULD#DSSURDFK/#EXW# UDWKHU# LWV#ZHDNQHVVHV1#7KLV# LV#QRW# WR#GHQ\#RU#RYHUORRN# LWV

DFFRPSOLVKPHQWV1#6LPSO\/#,#WKLQN#WKH#WLPH#KDV#QRZ#FRPH#WR#EXLOG#RQ#WKHVH#SDVW#DFFRPSOLVKPHQWV

##########################################################
ó#)RUWKFRPLQJ#LQ#5HXYHQ#*OLFN/#5DPRQ#0RUHQR/#DQG#0DUN#6SLHJHO#+HGV1,/#)LQDQFLDO#&ULVHV# LQ#(PHUJLQJ#0DUNHWV/
1HZ#<RUN/#1<# DQG# &DPEULGJH/#8.=# &DPEULGJH#8QLYHUVLW\# 3UHVV1# 7KH# YLHZV# H[SUHVVHG# KHUH# DUH# WKRVH# RI# WKH
DXWKRUV/#DQG#GR#QRW#QHFHVVDULO\#UHIOHFW#WKRVH#RI#WKH#)HGHUDO#5HVHUYH#%DQN#RI#1HZ#<RUN/#WKH#)HGHUDO#5HVHUYH#6\VWHP/
RU#DQ\#RWKHU#LQVWLWXWLRQ#ZLWK#ZKLFK#WKH#DXWKRU#LV#DIILOLDWHG1#&RUUHVSRQGHQFH=#SDROR1SHVHQWL#Q\1IUE1RUJ1
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DQG# PRYH# RYHU# WR# D# QHZ# SDUDGLJP# IRU# WKH# DQDO\VLV# DQG# DVVHVVPHQW# RI# LQWHUQDWLRQDO# FULVHV1

0DVVRQ¶V#SDSHU# 000#DQG# ,#TXRWH#GLUHFWO\# 000# ³UDWKHU# WKDQ# DWWHPSWLQJ# WR#SURYLGH#QHZ# WKHRULHV#RU

HFRQRPHWULF#HYLGHQFH/#GLVFXVVHV#LQ#DQ#LQIRUPDO#ZD\#WKH#SODXVLELOLW\#RI#PXOWLSOH#HTXLOLEULD#PRGHOV

DQG#WKHLU#XVHIXOQHVV#DV#D#PRGHOLQJ#WHFKQLTXH´#+P\#LWDOLFV,1#,W#LV#RQ#WKHVH#WZR#LWDOLFL]HG#ZRUGV#WKDW

PRVW#RI#P\#FRPPHQWV#ZLOO#EH#IRFXVHG1

,V# # ³SODXVLELOLW\´# D# ZHOO0GHILQHG# FRQFHSW# LQ# WKH# FRQWH[W# RI# WKH# PXOWLSOH0HTXLOLEULD

OLWHUDWXUH"# ,#DP#QRW#VXUH1#6XGGHQ#VKLIWV# LQ#SULYDWH#DJHQWV#H[SHFWDWLRQV#DUH#FRQVLVWHQW/#DOPRVW#E\

GHILQLWLRQ/# ZLWK# DQ\# HSLVRGH# RI# VSHFXODWLYH# DWWDFN# DQG# FULVLV1# )URP# WKLV# YDQWDJH# SRLQW/# WR

³H[SODLQ´# D# FULVLV# LQ# WHUPV# RI# DQ# DUELWUDU\# VHOHFWLRQ# RI# D# SDUWLFXODU# HTXLOLEULXP# LV# QRW#PXFK

GLIIHUHQW# IURP#VWDWLQJ# WKDW#D#FULVLV#RFFXUV#ZKHQ#D#FULVLV#RFFXUV1#7UXLVPV#DUH#QRW# IDOVLILDEOH/#DQG

PXOWLSOH0HTXLOLEULD#PRGHOV#DUH#QRW#WHVWDEOH1#,Q#ERWK#FDVHV#RQH#PD\#EH#H[FXVHG#IRU#UHJDUGLQJ#WKHLU

HPSLULFDO# FRQWHQW# 000# DQG# WKHLU# FRQWULEXWLRQ# WR# SRVLWLYH# DQG# QRUPDWLYH# DQDO\VHV# 000#ZLWK# VRPH

GHJUHH#RI# VNHSWLFLVP1#&HUWDLQO\# LW# LV#QRW# FRUUHFW# IURP# DQ# HSLVWHPRORJLFDO#YLHZSRLQW# WR#XVH# WKH

VKRUWFRPLQJV#DQG#HPSLULFDO#IDLOXUHV#RI#PRGHOV#EDVHG#RQ#IXQGDPHQWDO#H[SODQDWLRQV#DV#HYLGHQFH#LQ

IDYRU#RI#PXOWLSOH#HTXLOLEULD#PRGHOV1#$QG# ,#KDYHQ¶W#VHHQ#DQ\#FRQYLQFLQJ#ZD\#RI# WHVWLQJ#GLUHFWO\

RQH# DSSURDFK# DJDLQVW# DQRWKHU/# VLQFH# WKH# VR0FDOOHG# ILUVW0# DQG# VHFRQG0JHQHUDWLRQ#PRGHOV# DUH# LQ

SUDFWLFH#REVHUYDWLRQDOO\#HTXLYDOHQW1

7R#JLYH#DQ#H[DPSOH/#FRQVLGHU#WKH#WH[WERRN#ILUVW0JHQHUDWLRQ#PRGHO#RI#EDODQFH#RI#SD\PHQWV

FULVHV#i0OD0.UXJPDQ1#$#FRPPRQ#PLVFRQFHSWLRQ#LV#WKH#LGHD#WKDW#ZKDW#GHWHUPLQHV#D#FULVLV# LQ# WKLV

VHWWLQJ#LV#WKH#REVHUYHG#DFFHOHUDWLRQ#LQ#GRPHVWLF#FUHGLW# OHDGLQJ# WR#D#IDOO# LQ# WKH#VWRFN#RI# UHVHUYHV1

$FWXDOO\/#WKH#NH\#IDFWRU#WULJJHULQJ#D#FULVLV#LQ#WKLV#PRGHO#LV#WKH#GHWHULRUDWLRQ#LQ#IXQGDPHQWDOV#000

VXFK#DV#GRPHVWLF#FUHGLW#H[SDQVLRQ#000#WKDW#LV#H[SHFWHG#WR#RFFXU#LQ#WKH#IXWXUH/#QRW#WKH#RQH#WKDW#KDV

RFFXUUHG#LQ#WKH#SDVW1#6R/#HYHQ#LI#WKH#UHFRUG#VKRZV#QR#GHILFLW#PRQHWL]DWLRQ#LQ#WKH#SDVW/#HYHQ#LI#WKH

UHFRUG#VKRZV#DQ# LQFUHDVLQJ# VWRFN#RI# LQWHUQDWLRQDO# UHVHUYHV/#D#.UXJPDQ0VW\OH# VSHFXODWLYH#DWWDFN

FDQ# VWLOO#RFFXU# LQ#DQWLFLSDWLRQ#RI# IXWXUH#SUREOHPV1# ,Q# WKH#HQG/#ERWK#D#PRGHO#RI# WKLV#NLQG#DQG# D

PRGHO# EDVHG# RQ# MXPSV# EHWZHHQ# PXOWLSOH# HTXLOLEULD# VXJJHVW# WKDW/# RQ# WKH# EDVLV# RI# REVHUYHG

IXQGDPHQWDOV/#D#FULVLV#LV#XQSUHGLFWDEOH1#:KLFK#PRGHO#LV#PRUH#³SODXVLEOH´"#7KH#DQVZHU#LV#LQ#WKH

H\H#RI#WKH#EHKROGHU/#D#PDWWHU#RI#WDVWHV#PRUH#WKDQ#HFRQRPHWULFV1

,Q#JHQHUDO/#WKH#UXOH#LV#WKDW#IRU#DQ\#³SODXVLEOH´#PXOWLSOH#HTXLOLEULD0EDVHG#VWRU\#RQH#FDQ#WHOO

WKHUH# LV# DQ# DOWHUQDWLYH# LQWHUSUHWDWLRQ#ZKLFK# LV# MXVW# DV# SODXVLEOH# 000# WKDW# LV# WR# VD\/# WKH# GHEDWH

EHWZHHQ#³IXQGDPHQWDOLVWV´#DQG#³QRQ0IXQGDPHQWDOLVWV´#LV#ERXQG#WR#EH#ILQHO\#EDODQFHG#IRU#D#ORQJ/
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ORQJ# WLPH1#)RU# LQVWDQFH/#0DVVRQ# DUJXHV# WKDW# D#PXOWLSOH# HTXLOLEULD# DSSURDFK# LV# SODXVLEOH#ZKHQ

DSSOLHG#WR#WKH#DQDO\VLV#RI#VSHFXODWLYH#FULVHV#LQ#)UDQFH#LQ#4<<61#+H#REVHUYHV#WKDW#LQ#WKH#ODWH#VSULQJ

RI# 4<<6#)UHQFK# VKRUW0WHUP# UDWHV#ZHUH#EHORZ#*HUPDQ# UDWHV/#DQG# VWLOO# WKHUH#ZHUH#DWWDFNV#RQ# WKH

IUDQF# WULJJHUHG#QRW#E\#GHWHULRUDWLQJ# IXQGDPHQWDOV#EXW#E\#³UHODWLYHO\#PLQRU#HYHQWV´1#+H#PD\#EH

ULJKW1#%XW# WKHUH# LV# DW# OHDVW# RQH# RWKHU# SODXVLEOH# VWRU\1# ,Q# UHWURVSHFW/#PDQ\# KDYH# LQWHUSUHWHG# WKH

EHKDYLRU#RI#)UHQFK#LQWHUHVW#UDWHV#LQ#4<<6#DV#WKH#UHVXOW#RI#D#UDWKHU#GHOLEHUDWH#HIIRUW#WR#SURPRWH#WKH

IUDQF# DV#D# FR0DQFKRU#RI# D#QHZ#(XURSHDQ#0RQHWDU\#6\VWHP/# DQ# HIIRUW#SHUFHLYHG# DW# WKH# WLPH# DV

XQVXVWDLQDEOH1#7KH#DWWDFNV#DJDLQVW#WKH#IUDQF#ZHUH#SHUKDSV#QRWKLQJ#EXW#D#ZD\#WR#WHVW#VXFK#HIIRUW#000

DQG/#VRPHERG\#ZRXOG#DGG/#WR#FDOO# WKH#EOXII1#6SHFXODWLYH# WHQVLRQV# LQ#(XURSH#VWRSSHG#RQO\#ZKHQ

WKH#EDVLV#IRU#SROLWLFDO#FRRSHUDWLRQ#UHJDUGLQJ#WKH#0DDVWULFKW#SURMHFW#ZHUH#UHHVWDEOLVKHG/#EDVLFDOO\

LQ#WKH#VXPPHU#RI#4<<61#,Q#JHQHUDO/#RQFH#ZH#WDNH#LQWR#DFFRXQW#SROLWLFDO#GHYHORSPHQWV#LQ#(XURSH

GXULQJ# 4<<5# DQG# 4<<6# 000# DQG# WKHLU# LPSOLFDWLRQV# IRU# WKH# FUHGLELOLW\# RI# WKH# ([FKDQJH# 5DWH

0HFKDQLVP#000#ZH#KDYH#DEVROXWHO\#QR#QHHG#WR#LQYRNH#MXPSV#DPRQJ#PXOWLSOH#HTXLOLEULD#WR#PDNH

VHQVH#RI#WKH#VSHFXODWLYH#DWWDFNV#DJDLQVW#WKH#(XURSHDQ#0RQHWDU\#6\VWHP14

,#ZKROHKHDUWHGO\#DJUHH#ZLWK#0DVVRQ#DV#UHJDUGV#WKH#³XVHIXOQHVV´#RI#PXOWLSOH#HTXLOLEULD#DV

D#PRGHOOLQJ#GHYLFH1#7KHUH#LV#QR#GRXEW#WKDW#WKLV#DSSURDFK#KDV#KDG#D#KXJH#LPSDFW#RQ#WKH#DFDGHPLF

OLWHUDWXUH1#6RPH#RI#WKH#PRVW#LQQRYDWLYH#DQG#WKRXJKW0SURYRNLQJ#FXUUHQF\#FULVLV#PRGHOV#RI#WKH#ODVW

ILIWHHQ#\HDUV#KDYH#EXLOW#XSRQ# WKH#QRWLRQ#RI#PXOWLSOH# HTXLOLEULD1# #7R#PHQWLRQ#EXW#RQH# H[DPSOH/

0DXU\# 2EVWIHOG¶V# DQDO\VLV# RI# WKH# GHVWDELOL]LQJ# HIIHFWV# RI# HVFDSH# FODXVHV5# KDV# VXSSOLHG# DQ

LPSRUWDQW#JHQHUDO#DUJXPHQW#DJDLQVW#D# OHVV# WKDQ# IXOO\#FUHGLEOH#FRPPLWPHQW# WR# WKH#GHIHQVH#RI#DQ

H[FKDQJH# UDWH# SDULW\1# 7KLV# DUJXPHQW# KDV# JUHDWO\# UHGXFHG# WKH# DSSHDO# RI# GLVLQIODWLRQ# VWUDWHJLHV

EDVHG#RQ#H[FKDQJH# UDWH# WDUJHWLQJ/#DQG# LV#VWLOO#XVHG# LQ# IDYRU#RI#H[WUHPH# IRUPV#RI#H[FKDQJH# UDWH

UHJLPHV#+VXFK#DV#IUHH#IORDWV#RU#FXUUHQF\#ERDUGV,#RYHU#LQWHUPHGLDWH#IRUPV#VXFK#DV#DGMXVWDEOH#SHJV1

,#ZRXOG#RQO\#OLNH#WR#SRLQW#RXW#WKDW#PXOWLSOH#HTXLOLEULD#PRGHOV#DUH/#E\#WKH#VWDQGDUGV#RI#\HDU

5333/# VR# PXFK# SDUW# RI# WKH# W\SLFDO# FRQFHSWXDO# DSSDUDWXV# RI# DQ\# VHOI0UHVSHFWHG# LQWHUQDWLRQDO

HFRQRPLVW#WKDW#DQ\#IXUWKHU#DGYRFDF\#RQ#WKHLU#EHKDOI#VRXQGV/#VR#WR#VSHDN/#SDVVp/#OLNH#SUHDFKLQJ#WR

WKH#FRQYHUWHG1#7KH#NH\#TXHVWLRQ#QRZDGD\V# LV=#ZKDW#QH[W"# ,Q# WKH#SDVW# IHZ#\HDUV/#DQG#HVSHFLDOO\

VLQFH#WKH#$VLDQ#FULVLV/#P\#IHHOLQJ#LV#WKDW#ERWK#WKH#DFDGHPLF#DQG#WKH#SROLF\#HQYLURQPHQWV#KDYH#IHOW

DQ#XUJHQW#QHHG#WR#JR#EH\RQG#WKH#WUDGLWLRQDO#LQWHUSUHWLYH#IUDPHZRUNV1

##########################################################
4#$Q#LQWHUSUHWDWLRQ#DORQJ#WKHVH#OLQHV#DSSHDUV#LQ#%XLWHU/#&RUVHWWL#DQG#3HVHQWL#+4<<;,1
5#2EVWIHOG#+4<<:,1



7

2QH# RI# WKH# RXWFRPHV# RI# WKLV# TXHVW# IRU# QRQ0WUDGLWLRQDO# FULVLV# WKHRULHV# KDV# EHHQ# WKH

GHYHORSPHQW#RI#D#QHZ#DSSURDFK#LQ#PRGHOOLQJ#FRQILGHQFH#FULVHV16#7KLV#DSSURDFK##SURPLVHV#WR#WDNH

FDUH#RI#RQH#RI#WKH#PRVW#REYLRXV#SUREOHPV#ZLWK#WKH#PXOWLSOH0HTXLOLEULD#PRGHOV/#QDPHO\#WKHLU#RIW0

PHQWLRQHG#DJQRVWLFLVP#RQ#ZKDW#FDXVHV#WKH#H[SHFWDWLRQ#VKLIWV#XQGHUO\LQJ#FXUUHQF\#DQG#ILQDQFLDO

FULVHV1#0DVVRQ¶V#SDSHU#LV#SHUKDSV#D#ELW#GLVPLVVLYH#DV#UHJDUGV#WKHVH#UHFHQW#GHYHORSPHQWV/#DQG#WKH

UHDVRQ#000#RQH#VXVSHFWV#000#LV#WKDW#WKH#QHZ#UHVHDUFK#DJHQGD#WKUHDWHQV#WR#FXUWDLO#WKH#UHOHYDQFH#DQG

JHQHUDOLW\#RI#WKH#FRQFHSW#RI#PXOWLSOH#HTXLOLEULD1#,Q#ZKDW#IROORZV/#,#ZLOO#DWWHPSW#WR#SURYLGH#D#QRQ0

WHFKQLFDO#FRPSDULVRQ#EHWZHHQ#WKH#GLIIHUHQW#DSSURDFKHV#ZLWK#WKH#KHOS#RI#WKH#PRGHO#LQWURGXFHG#LQ

&RUVHWWL#+5333,1

/HW#PH#VWDUW#E\#FRQVLGHULQJ#D#VLPSOH#FDVH#RI#PXOWLSOH#HTXLOLEULD#DW#ZRUN1#+HUH#LV#WKH#VHWXS1

$#FRXQWU\#SXUVXHV#D#XQLODWHUDO#SHJ1#,WV#PRQHWDU\#DXWKRULWLHV#FDQ#RQO\#FRPPLW#D#JLYHQ#DPRXQW#RI

UHVRXUFHV# +VD\/# RIILFLDO# UHVHUYHV,# WR# WKH# GHIHQVH# RI# VXFK# SHJ1# 7KHUH# DUH# WZR# DJHQWV# LQ# WKLV

HFRQRP\#ZKR#FDQ#DWWDFN#WKH#SHJ#E\#VHOOLQJ#GRPHVWLF#FXUUHQF\#WR#WKH#FHQWUDO#EDQN#LQ#H[FKDQJH#IRU

IRUHLJQ#FXUUHQF\1#1R#DJHQW# LV# ODUJH#HQRXJK# WR#GHSOHWH# WKH#HQWLUH# VWRFN#RI#RIILFLDO# LQWHUQDWLRQDO

UHVHUYHV#DQG#IRUFH# WKH#DEDQGRQPHQW#RI# WKH#SHJ1# ,I#ERWK#DJHQWV#DWWDFN#VLPXOWDQHRXVO\/#KRZHYHU/

WKHLU#FRPELQHG#DWWDFN#IRUFHV#WKH#FHQWUDO#EDQN#WR#FDSLWXODWH1

(DFK#DJHQW#FDQ#DWWDFN#+VWUDWHJ\#$,#RU#QRW#+VWUDWHJ\#1,/#DQG#FKRRVHV#WR#GR#VR#RQ#WKH#EDVLV

RI#WKH#H[SHFWHG#SD\RII1#1R#FRRUGLQDWLRQ#EHWZHHQ#DJHQWV# LV#IHDVLEOH1#$#VSHFXODWLYH#DWWDFN# 000#QR

PDWWHU#ZKHWKHU# VXFFHVVIXO#RU#QRW# 000# LQYROYHV#D#FRVW/#KHUH#QRUPDOL]HG# WR# 41#6R/# LI# WKH#DWWDFN# LV

XQVXFFHVVIXO/#WKH#DJHQW#ORVHV#41#,I#QR#DWWDFN#RFFXUV/#WKH#DJHQW#JHWV#QRWKLQJ#DQG#ORVHV#QRWKLQJ1#,I#D

MRLQW# 000#DQG#VXFFHVVIXO# 000# UXQ#PDWHULDOL]HV/#HDFK#DJHQW¶V#JDLQV#GHSHQG#RQ# WKH#VL]H#RI# WKH#SRVW0

DWWDFN# H[FKDQJH# UDWH# GHYDOXDWLRQ1#5HDOLVWLFDOO\/# WKH# VL]H# RI# VXFK# GHYDOXDWLRQ# LV# D# IXQFWLRQ# RI

XQGHUO\LQJ#IXQGDPHQWDO#ZHDNQHVVHV#LQ#WKH#HFRQRP\1#:H#ZLOO#GHQRWH#WKH#H[FKDQJH#UDWH#JDLQV#E\

;1#7KH#KLJKHU# LV#;/# WKH#ZHDNHU# WKH# IXQGDPHQWDOV#DW# WKH# WLPH#RI# WKH# DWWDFN1#7DEOH# 4# VKRZV# WKH

PDWUL[#RI#WKH#QHW#SD\RIIV#GHVFULEHG#DERYH1

:H# LPPHGLDWHO\# REVHUYH# WKDW# LI# DJHQW# ,# GRHV# QRW# DWWDFN/# DJHQW# ,,# KDV# QR# LQFHQWLYH# WR

DWWDFN/# DQG# LI# DJHQW# ,,# GRHV# QRW# DWWDFN/# DJHQW# ,# FKRRVHV# QRW# WR# DWWDFN# HLWKHU1# 6R# WKHUH# LV# DQ

HTXLOLEULXP# LQ# ZKLFK# QR# DWWDFN# RFFXUV1# 1RZ# VXSSRVH# WKDW# ;# LV# D# UDQGRP# YDULDEOH# ZKRVH

UHDOL]DWLRQ#LV#NQRZQ#WR#ERWK#DJHQWV1#,Q#RWKHU#ZRUGV/#ERWK#DJHQWV#IDFH#QR#XQFHUWDLQW\#UHJDUGLQJ#WKH

##########################################################
6#6HH#IRU#LQVWDQFH#0RUULV#DQG#6KLQ#+4<<;,1
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VWDWH#RI#WKH#HFRQRP\1#&OHDUO\/#LI#;?4#QR#DJHQW#DWWDFNV#+WKH#SD\RII#IURP#DQ#DWWDFN#LV#QHJDWLYH/#DQG

HDFK#SOD\HU#FDQ#JXDUDQWHH#D#]HUR#SD\RII# WR#KHUVHOI#E\#QRW#DWWDFNLQJ,1# ,I#;�4/# WKHUH#DUH#PXOWLSOH

HTXLOLEULD=#RQH# LQ#ZKLFK#QR#RQH#DWWDFNV/#DV#VHHQ#DERYH/#DQG#RQH# LQ#ZKLFK#ERWK#DJHQWV#DWWDFN1# ,I

RQH#DJHQW#FKRRVHV#D#VSHFLILF#VWUDWHJ\/#$#RU#1/#WKH#RWKHU#DJHQW#LV#EHWWHU#RII#E\#IROORZLQJ#VXLW1

)LJXUH#4

$JHQW ,,

$ 1

$JHQW $ ;04/
;04

04/3

, 1 3/04 3/3

7KH#PRGHO# LV# KLJKO\# VW\OL]HG/# \HW# LW# LQFOXGHV#PDQ\# NH\# IHDWXUHV# RI#PRUH# VRSKLVWLFDWHG

PXOWLSOH0HTXLOLEULD# VHWWLQJV1# 7KUHH# FRQVLGHUDWLRQV# VWDQG# RXW1# )LUVW/# LI# IXQGDPHQWDOV# DUH# VRXQG

HQRXJK/#QR# VSHFXODWLYH# DWWDFNV#RFFXU1#6HFRQG/#ZKHQ# IXQGDPHQWDOV#DUH# VXIILFLHQWO\#ZHDN/# WKHUH

DUH#PXOWLSOH#HTXLOLEULD1#7KLUG/#SURYLGHG#ZH#DUH# LQ# WKH#ZHDN0IXQGDPHQWDOV# UHJLRQ/#D# VSHFXODWLYH

FULVLV#RFFXUV#ZKHQ#WKH#DJHQWV#VKLIW#IURP#WKH#QR0DWWDFN#HTXLOLEULXP#WR#WKH#DWWDFN#HTXLOLEULXP1#:K\

WKLV#KDSSHQV/#ZKHQ#GRHV# WKLV#KDSSHQ#ZH#GRQ¶W#NQRZ1#7KH# WKHRU\# LV# VLOHQW#RQ#ZKDW#GHWHUPLQHV

VXFK#GHWHULRUDWLRQ#LQ#FRQILGHQFH1

1RZ# DVVXPH# WKDW#;# LV# D# UDQGRP#YDULDEOH#ZKRVH# UHDOL]DWLRQ# LV# XQNQRZQ# WR# WKH# DJHQWV1

5DWKHU#WKDQ#REVHUYLQJ#;#GLUHFWO\/#HDFK#DJHQW#UHFHLYHV#VRPH#SULYDWH#LQIRUPDWLRQ#DERXW#WKH#VWDWH#RI

IXQGDPHQWDOV#LQ#WKH#IRUP#RI#D#VLJQDO#=/#ZKLFK#LV#GLVWULEXWHG#XQLIRUPO\#DQG#V\PPHWULFDOO\#DURXQG

WKH#WUXH#YDOXH#RI#;1#,Q#RWKHU#ZRUGV/#IURP#WKH#YDQWDJH#SRLQW#RI#HDFK#DJHQW/#WKH#WUXH#YDOXH#RI#;#OLHV

VRPHZKHUH#EHWZHHQ#=00#DQG#=.0# 000#ZKHUH# LV# 0# # LV# VRPH#SRVLWLYH/#DUELWUDULO\# VPDOO#QXPEHU# 000

ZLWK#HTXDO#SUREDELOLW\1#6R/#=#LV#WKH#EHVW#HVWLPDWH#RI#;1
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%RWK#WKH#GLVWULEXWLRQV#RI#;#DQG#=#DUH#FRPPRQ#NQRZOHGJH1#(DFK#DJHQW¶V#H[SHFWHG#SD\RII

LI#VKH#DWWDFNV#LV#JLYHQ#E\#=04#ZKHQ#WKH#RWKHU#DJHQW#DWWDFNV#DV#ZHOO/#RU#±4#LI#WKH#RWKHU#DJHQW#GRHV

QRW#DWWDFN1#7KXV/#HDFK#DJHQW¶V#H[SHFWHG#SD\RII#LI#VKH#DWWDFNV#LV=

3URE^RWKHU#DJHQW#DWWDFNV`-+=04,.+403URE^RWKHU#DJHQW#DWWDFNV`,-+04,# 

# #3URE^RWKHU#DJHQW##DWWDFNV`-=#0#41

)RU# WKLV#H[SHFWHG#SD\RII# # WR#EH#SRVLWLYH/#ZH#QHHG# WZR#HOHPHQWV1#)LUVW/# WKH#VLJQDO#=# UHFHLYHG#E\

WKH#DJHQW#PXVW#EH#VXIILFLHQWO\#KLJK=#LI#=?4/#WKH#H[SHFWHG#SD\RII#LV#QHJDWLYH#UHJDUGOHVV#RI#ZKDW#WKH

RWKHU#DJHQW#GRHV1#6HFRQG/#WKH#SUREDELOLW\#WKDW#WKH#RWKHU#DJHQW#DWWDFNV#PXVW#EH#VXIILFLHQWO\#KLJK1#,I

RQH#DJHQW#UHFHLYHV#D#VLJQDO#=#HTXDO# WR/#VD\/#4.K/#ZLWK#K#YHU\#VPDOO/#VKH#ZLOO#DWWDFN#RQO\# LI#VKH

EHOLHYHV#WKDW#WKH#RWKHU#DJHQW#ZLOO#DWWDFN#ZLWK#SUREDELOLW\#FORVH#WR#433#SHUFHQW1

7KH#SUREOHP#LV#WKDW#LI#DJHQW#,#UHFHLYHV#D#VLJQDO#4.K/#VKH#FDQQRW#FRQVLGHU#LW#KLJKO\#OLNHO\

WKDW#DJHQW#,,#ZLOO#DWWDFN1#7KH#UHDVRQLQJ#LV#DV#IROORZV1#$JHQW#,¶V#HVWLPDWH#RI#;#LV#4.K/##VR#VKH#PXVW

WKLQN# WKDW# KHU# RSSRQHQW#ZLOO# UHFHLYH# D# VLJQDO# EHORZ# 4.K#ZLWK# SUREDELOLW\# 83# SHUFHQW1# # 7KLV

LPSOLHV#WKDW#DJHQW#,#WKLQNV#WKDW#DJHQW#,,#LV#UHFHLYLQJ#D#VLJQDO#EHORZ#4#ZLWK#SUREDELOLW\#FORVH#WR#83

SHUFHQW/#DQG#ZH#KDYH#HVWDEOLVKHG#DERYH#WKDW#QR#DJHQW#ZLWK#D#VLJQDO#EHORZ#4#ZLOO#HYHU#DWWDFN#WKH

FXUUHQF\1#6R#ZKHQ#= 4.K/#DJHQW#,¶V#H[SHFWHG#SD\RII#FDQQRW#EH#SRVLWLYH/#DQG#VKH#ZLOO#GHFLGH#QRW

WR#DWWDFN1

:H#FDQ# LWHUDWH# WKLV#DUJXPHQW=#D# VOLJKWO\# ODUJHU# VLJQDO/# VD\# 4.5K/#ZLOO#QRW#EH#HQRXJK# WR

JHQHUDWH#D#SRVLWLYH#H[SHFWHG# UHWXUQ# IURP#DWWDFNLQJ#DV# WKHUH# LV#D#SUREDELOLW\#FORVH# WR#83#SHUFHQW

WKDW#KHU#RSSRQHQW#ZLOO#JHW#D#VLJQDO#EHORZ#4.K/#DQG#VR#RQ1#$W#VRPH#SRLQW#ZH#ZLOO# ILQG#D#FXWRII

SRLQW/#VD\#= =¶/#DW#ZKLFK#DJHQW#,#ZLOO#UDWLRQDOO\#VZLWFK#IURP#D#³QR#DWWDFN´#WR#DQ#³DWWDFN´#VWUDWHJ\

VLQFH#KHU#VLJQDO#LV#QRZ#KLJK#HQRXJK#WR#PDNH#KHU#VXIILFLHQWO\#FRQILGHQW#WKDW#WKH#RWKHU#DJHQW#ZLOO

DOVR#DWWDFN1#,Q#HTXLOLEULXP#DJHQWV#ZLOO#ILQG#LW#RSWLPDO#WR#IROORZ#D#VLPSOH#UXOH#EDVHG#RQ#WKLV#FXWRII

SRLQW=#DWWDFN#LI#DQG#RQO\#LI#=!=¶/#GR#QRW#DWWDFN#RWKHUZLVH1#,W#FDQ#EH#VKRZQ#WKDW/#LQ#RXU#FDVH/#VXFK

FXWRII#SRLQW# LV#=¶ 5# IRU#ERWK#DJHQWV1#6LQFH#DJHQWV#FDQ#HVWLPDWH# WKH# VWDWH#RI# IXQGDPHQWDOV#ZLWK

DUELWUDULO\#KLJK#SUHFLVLRQ/#UHODWLYHO\#ZHDN#IXQGDPHQWDOV# +;!5,#ZLOO#EH#DVVRFLDWHG#ZLWK#FXUUHQF\

FROODSVHV/#UHODWLYHO\#VWURQJ#IXQGDPHQWDOV#+;�5,#ZLWK#WKH#DEVHQFH#RI#VSHFXODWLYH#DWWDFNV1



:

7KH#PHVVDJH#RI#WKH#PRGHO#DERYH#LV#UDWKHU#H[SOLFLW1#)LUVW/#WKH#UHDOLVWLF#LQWURGXFWLRQ#RI#VRPH

XQFHUWDLQW\#+LQFRPSOHWH# LQIRUPDWLRQ,#RQ# WKH#VWDWH#RI#IXQGDPHQWDOV#UXOHV#RXW#PXOWLSOH#HTXLOLEULD=

DQ#DWWDFN#RFFXUV#LI#IXQGDPHQWDOV#DUH#VXIILFLHQWO\#ZHDN/#QR#DWWDFN#RFFXUV#ZKHQ#IXQGDPHQWDOV#DUH

VWURQJ1#6HFRQG/#WR#³NLOO´#WKH#PXOWLSOLFLW\#RI#HTXLOLEULD#ZH#RQO\#QHHG#DQ#DUELWUDULO\#VPDOO#GHJUHH#RI

XQFHUWDLQW\1# 7KLUG/# WKHUH# DUH# QR# ORQJHU# VHOI0IXOILOOLQJ# FULVHV# WULJJHUHG# E\# DUELWUDU\# VKLIWV# LQ

H[SHFWDWLRQV1#)XQGDPHQWDOV# 000# DQG# IXQGDPHQWDOV#RQO\# 000#GHWHUPLQH#ZKHWKHU# D# FXUUHQF\# FULVLV

RFFXUV#RU#QRW1#)RXUWK/#PXOWLSOH#HTXLOLEULD#RFFXU#RQO\#LQ#D#YHU\#VSHFLDO#FDVH#RI#WKH#PRGHO#LQ#ZKLFK

WKHUH# LV#QR#XQFHUWDLQW\#ZKDWVRHYHU#RQ# WKH# VWDWH#RI# IXQGDPHQWDOV# +RU/#DOWHUQDWLYHO\/# LQ#ZKLFK#DOO

VLJQDOV#DUH#FRPPRQ#NQRZOHGJH,1

$W#WKLV#VWDJH/#LW#LV#VWLOO#PXFK#WRR#HDUO\#WR#SUHGLFW#ZKHWKHU#DQG#ZKHQ#WKH#QHZ#DSSURDFK#ZLOO

SURGXFH#D#ERG\#RI#FULVLV#OLWHUDWXUH#DEOH#WR#VXSSODQW#WKH#WUDGLWLRQDO#DSSDUDWXV1#%XW#ZH#FDQQRW#DIIRUG

WR#RYHUORRN#WKDW#PRGHOV#RI#VSHFXODWLRQ#ZLWK#LQFRPSOHWH#LQIRUPDWLRQ#UHSUHVHQW#WRGD\#WKH#EXLOGLQJ

EORFNV#RI#D#SURPLVLQJ#QHZ#DQG#IDU0UHDFKLQJ#WKHRU\#RI#WKH#GHWHUPLQDQWV#RI#PDUNHW#FRQILGHQFH#DQG

LWV# VZLQJV1# ,I# WKLV# WKHRU\# GHOLYHUV# RQ# LWV# SURPLVHV/# ,# ORRN# IRUZDUG# WR# UHDGLQJ# D# VXUYH\# RI# LWV

GHYHORSPHQW# DV# OXFLG# DQG# LQIRUPDWLYH# DV# WKH# RQH# 3DXO#0DVVRQ# KDV#ZULWWHQ# IRU# WKH#PXOWLSOH0

HTXLOLEULD#OLWHUDWXUH1

5()(5(1&(6

%XLWHU/#:LOOHP/#*LDQFDUOR#&RUVHWWL/# DQG# 3DROR# 3HVHQWL# +4<<;,1# )LQDQFLDO#0DUNHWV# DQG

(XURSHDQ#0RQHWDU\#&RRSHUDWLRQ1#7KH#/HVVRQV#RI#WKH#4<<50<6#([FKDQJH#5DWH#0HFKDQLVP#&ULVLV1

1HZ#<RUN/#1</#DQG#&DPEULGJH/#8./#&DPEULGJH#8QLYHUVLW\#3UHVV1

&RUVHWWL/# *LDQFDUOR# +5333,1# ³,QWHUSUHWLQJ# WKH# $VLDQ# )LQDQFLDO# &ULVLV=# 2SHQ# ,VVXHV# LQ

7KHRU\#DQG#3ROLF\´#$VLDQ#'HYHORSPHQW#5HYLHZ/#IRUWKFRPLQJ1

0RUULV/#6WHSKHQ/#DQG#+\XQ#6RQJ#6KLQ#+4<<;,1#³8QLTXH#(TXLOLEULXP#LQ#D#0RGHO#RI#6HOI0

)XOILOOLQJ#&ULVHV*1##$PHULFDQ#(FRQRPLF#5HYLHZ#;;/#SS18;:08<:1

2EVWIHOG/#0DXULFH# +4<<:,1# ³'HVWDELOL]LQJ# (IIHFWV# RI# ([FKDQJH05DWH# (VFDSH# &ODXVHV1´

-RXUQDO#RI#,QWHUQDWLRQDO#(FRQRPLFV#76#+$XJXVW,/#SS1940::1


