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&RQWHQW� ,V� 1RW� .LQJ�� 0RYLHV�� 0XVLF�� DQG� %RRNV

-HII�=XFNHU��³/LVWHQ��WKH�NH\�WR�VXFFHVV�UHPDLQV�WKH�VDPH�WRGD\�DV�LW
ZDV��\RX�NQRZ���������\HDUV�DJR��<RX�KDYH�JRW�WR�KDYH�JUHDW�FRQWHQW
DQG�\RX�KDYH�JRW�WR�KDYH�JUHDW�VWRULHV��$QG�WKRVH�ZKR�FDQ�WHOO�JUHDW
VWRULHV�ZLOO�DOZD\V�VXFFHHG�������ZKHWKHU�LW¶V�DQ�KRXU��D�KDOI�KRXU��RU
WKUHH� PLQXWHV�� <RX¶YH� VWLOO� JRW� WR� WHOO� D� JUHDW� VWRU\�� DQG� JUHDW
VWRU\WHOOLQJ�ZLOO�DOZD\V�ZLQ�RXW�´�

7KHUH�DUH�ORWV�RI�NLQGV�RI�PHGLD�FRQWHQW��%XW�LW�LV�WKH�EORFNEXVWHU��WKH�KLW�
WKH� HSLF� WKDW� GHILQHV� DQ� HUD�� RU� DW� OHDVW� D� VHDVRQ�� WKDW� DWWUDFWV� WKH� JUHDWHVW
IDVFLQDWLRQ��7KH� EXVLQHVV� RI� SURGXFLQJ� WKH� GLVFUHWH� SLHFHV� RI� HQWHUWDLQPHQW
FRQWHQW�WKDW�ZH�ZDWFK��KHDU��DQG�UHDG�LV�XQGHUJRLQJ�SURIRXQG�FKDQJHV��3LUDF\
RQ�D�VFDOH�QHYHU�VHHQ�EHIRUH�KDV�EHHQ�PDGH�SRVVLEOH�E\�WKH�HDVH�RI�GLJLWDO
GLVWULEXWLRQ�RI�ILOP�DQG�PXVLF�LQ�SDUWLFXODU��%XW�PRUH�UHPDUNDEOH�WKDQ�WKHVH
FKDQJHV� LV� WKH� H[WHQW� WR�ZKLFK� WKH� QDWXUH� DQG� VWUXFWXUH� RI� WKHVH� EXVLQHVVHV
KDYH�UHPDLQHG�WKH�VDPH�
$V� PXFK� DV� ZH� EODPH� WKH� ,QWHUQHW� IRU� DQ\� QXPEHU� RI� QHJDWLYH

GHYHORSPHQWV� LQ�D�YDULHW\�RI�PHGLD� LQGXVWULHV�� LW� LV� LPSRUWDQW� WKDW� WKLV�GRHV
QRW�GLVWUDFW�DWWHQWLRQ�IURP�D�EDVLF�IDFW��0DNLQJ�PRYLHV��SURGXFLQJ�PXVLF��DQG
SXEOLVKLQJ� ERRNV� KDYH� EHHQ� WHUULEOH� EXVLQHVVHV� IRU� D� YHU\� ORQJ� WLPH�� 7R
XQGHUVWDQG� KRZ� WKH� ,QWHUQHW� PD\� KDYH� PDGH� WKHVH� HQWHUSULVHV� HYHQ� OHVV
OXFUDWLYH��DQG�WR�DVVHVV�WKH�SURVSHFWV�RI�YDULRXV�LQGXVWU\�LQLWLDWLYHV�WR�³IL[´
WKHLU�SUREOHPV��LW�LV�ZRUWK�FRQVLGHULQJ�WKH�IXQGDPHQWDO�UHDVRQV�ZK\�RZQHUV
RI�WKHVH�EXVLQHVVHV�KDYH�QHYHU�JHQHUDWHG�PRUH�WKDQ�DQHPLF�UHWXUQV��



),*85(� ����&RQWHQW�&RPSHWLWLYH�$GYDQWDJH
$W�ILUVW�JODQFH��WKH�PDNLQJ�RI�ILOPHG��UHFRUGHG��DQG�SULQWHG�HQWHUWDLQPHQW

ORRNV� D� ORW�PRUH� GLIIHUHQW� WKDQ� VLPLODU�� 7KH� FXOWXUHV� DQG� SHUVRQDOLWLHV� WKDW
GULYH�WKHVH�RUJDQL]DWLRQV��IRU�RQH��DUH�TXLWH�GLVWLQFW��,Q�DOO��KRZHYHU��LW�LV�WKH
UHODWLRQVKLSV�ZLWK�WDOHQW�WKDW�DUH�YLHZHG�DV�FRUH��'LIIHUHQW�IXQFWLRQV�GHYHORS
VSHFLDO� UHODWLRQVKLSV� ZLWK� WKH� DUWLVWV� IRU� GLIIHUHQW� EXVLQHVVHV�� ,Q� ILOPHG
HQWHUWDLQPHQW�� LW� LV� RIWHQ� WKH� DJHQW� ZKR� LV� NH\� WR� XQGHUVWDQGLQJ� DQG
QHJRWLDWLQJ� WKHLU�PDQLIROG�QHHGV�� ,Q�PXVLF�� ODZ\HUV��ZKR�RIWHQ�SHUIRUP� WKH
³EXVLQHVV�DIIDLUV´�IXQFWLRQ�DW�D�ODEHO��QDYLJDWH�WKH�KLJKO\�DUFDQH�FRQWUDFW�DQG
SXEOLVKLQJ��SHUIRUPDQFH�DQG�UHVLGXDO�ULJKWV�LVVXHV�WKDW�DULVH��,Q�SXEOLVKLQJ��LW
LV�WKH�HGLWRU�ZKR�FKDPSLRQV�DQ�DXWKRU�DQG�QXUVHV�KLV�ZRUN�WKURXJK�WKH�RIWHQ
GLIILFXOW� ELUWKLQJ� SURFHVV�� $OWKRXJK� WKHUH� DUH�PDQ\� H[FHSWLRQV�� LQGLYLGXDOV
ZKR� KDYH� SHUIRUPHG� WKHVH� IXQFWLRQV²QRQH� RI� ZKLFK� W\SLFDOO\� HQWDLOV� IXOO
3	/�UHVSRQVLELOLW\²KDYH�ZLWK�XQFDQQ\�FRQVLVWHQF\�ULVHQ�WR�WKH�WRS�RI�WKHVH
UHVSHFWLYH� LQGXVWULHV��$QG� WKH�QDWXUH�RI� WKH�RUJDQL]DWLRQV�PRVW�SUHYDOHQW� LQ
WKHVH�VHFWRUV�YHU\�PXFK�UHIOHFWV�WKH�GLIIHUHQFHV�LQ�SHUVSHFWLYH�RFFDVLRQHG�E\
WKHVH�YDULHG�EDFNJURXQGV�
)RU� DOO� WKH� DSSDUHQW� GLIIHUHQFHV�� WKHUH� DUH� D� QXPEHU� RI� FRUH� DWWULEXWHV

LQYROYHG� LQ�SXWWLQJ� WRJHWKHU� D� VODWH�RI� ILOPV�� D� URVWHU�RI� DUWLVWV�� RU� D� OLVW� RI
WLWOHV��7KH�ODUJHVW�ILOP��PXVLF��DQG�ERRN�FRPSDQLHV�DOO�UHSUHVHQW�D�FROOHFWLRQ
RI�KRXVHV��ODEHOV��DQG�LPSULQWV��UHVSHFWLYHO\��7KLV�LV�QRW�DQ�DFFLGHQW��$QG�LW
LV�QRW�VLPSO\�D�PDUNHWLQJ�GHYLFH�WR�SURYLGH�GLIIHUHQWLDWHG�EUDQGLQJ�SURGXFHG
E\� RQH�PDVVLYH� FRQWHQW� IDFWRU\��(DFK� RI� WKH� GR]HQV� RI� LPSULQWV� DW�5DQGRP
+RXVH� KDV� DQ� HGLWRULDO� GLUHFWRU� ZKR� PDQDJHV� QR� PRUH� WKDQ� ILYH� WR� WHQ



HGLWRUV��QRQH�RI�ZKRP�LV�OLNHO\�WR�EH�DEOH�WR�SURGXFH�PRUH�WKDQ�WZHQW\�ERRNV
LQ�D�\HDU��(DFK�RI� WKH� WKUHH�EURDG�ODEHO�JURXSV�DW�:DUQHU�0XVLF�86�KDV� LWV
RZQ�$	5� VWDIIV� WKDW� DUH� VXEGLYLGHG� LQWR� JHQUH� JURXSV� WKDW� RQ� DYHUDJH� DUH
UHVSRQVLEOH�IRU�WZHQW\�WR�WKLUW\�QHZ�IXOO�OHQJWK�UHOHDVHV�DQQXDOO\��(DFK�ILOP
SURGXFWLRQ�KRXVH��ZKHWKHU� IXOO\�SDUW�RI�RU�ZLWK� MXVW�D�GLVWULEXWLRQ�GHDO�DW�D
PDMRU� VWXGLR��KDV� LWV�RZQ�GHYHORSPHQW�RUJDQL]DWLRQ�ZKRVH� VL]H�GHWHUPLQHV
KRZ�PDQ\�SURMHFWV�FDQ�EH�PDQDJHG²JHQHUDOO\�QR�PRUH�WKDQ�ILIWHHQ�WR�WZHQW\
LQ� D� VHDVRQ��� )XUWKHUPRUH�� LW� LV� D� ZLGHO\� DFFHSWHG� D[LRP� RI� PRYLH
SURGXFWLRQ� WKDW�DW� WKH�HQG�RI� WKH�GD\�RQO\�DURXQG����SHUFHQW�RI� WKRVH� LGHDV
IRUPDOO\� SXW� ³LQ� GHYHORSPHQW´�ZLOO� XOWLPDWHO\� EHFRPH� DFWXDO� ILOP� UHOHDVHV
DQG� DQ\� DJJUHVVLYH� DWWHPSW� WR� PHDQLQJIXOO\� LQFUHDVH� WKH� \LHOG� RQ
GHYHORSPHQW�SURMHFWV�ZLOO�IXUWKHU�GHSUHVV�ILQDQFLDO�UHVXOWV�
7KH�EDVLF�PDQDJHPHQW�IXQFWLRQ�LQ�WKHVH�FRQWHQW�EXVLQHVVHV�LV�WKH�VHOHFWLRQ

DQG�FXOWLYDWLRQ�RI�FUHDWLYH�PDWHULDO��7KHUH�DUH�LQGLYLGXDOV�ZKR�DUH�PRUH�RU
OHVV� WDOHQWHG� DW� WKLV�� EXW� VXFK� WDVNV� GR� QRW� OHQG� WKHPVHOYHV� WR� VXVWDLQDEOH
FRPSHWLWLYH� DGYDQWDJH�� 7KH� VWUXFWXUH� RI� DOO� WKHVH� EXVLQHVVHV� UHIOHFWV� WKH
LPSRVVLELOLW\� RI� DFKLHYLQJ� VFDOH� HFRQRPLHV� IURP� DGGLQJ� PRUH� FRQWHQW�� $
FUHDWLYH�PDQDJHU�FDQ�PDQDJH�RQO\�VR�PDQ\�SURMHFWV��7KH�FRQVXPHU�LQ�WXUQ�LV
EDUHO\� DZDUH� RI� WKH� SURGXFWLRQ� HQWLW\� UHVSRQVLEOH�� PDNLQJ� DQ\� IRUP� RI
FXVWRPHU� FDSWLYLW\� KLJKO\� LPSUREDEOH�� $QG� DFKLHYLQJ� DQ� HQGXULQJ� FRVW
DGYDQWDJH�HLWKHU� WKURXJK�VRPH� IRUP�RI�SURSULHWDU\� WHFKQRORJ\�RU�RWKHUZLVH
VHHPV�HYHQ�PRUH�XQOLNHO\�
$QRWKHU� FRPPRQDOLW\� RI� WKHVH� KLW�GULYHQ� FRQWHQW� EXVLQHVVHV� LV� WKDW� HDFK

KDV�D�OHVV�YRODWLOH��PRUH�DWWUDFWLYH�SLHFH�RI�WKHLU�RSHUDWLRQV�WKDW�LQYROYHV�WKH
H[SORLWDWLRQ� RI� DOUHDG\� SURYHQ� HQWHUWDLQPHQW� SURSHUWLHV�� ,Q� PRYLHV�� LW� LV
PDQDJHPHQW� RI� WKH� ILOP� OLEUDU\�� LQ� ERRNV�� LW� LV� WKH� DXWKRU� EDFNOLVW�� DQG� LQ
PXVLF�� LW� LV�ERWK� WKH�DUWLVW�FDWDORJ�DQG�PXVLF�SXEOLVKLQJ�EXVLQHVV��%DVHG�RQ
KRZ�D�QHZ�UHOHDVH�GRHV�LQ�WKH�HDUO\�GD\V��LW�LV�UHODWLYHO\�HDV\�WR�SURMHFW�WKH
IXWXUH� UHYHQXH� VWUHDPV� IURP� YDULRXV� DQFLOODU\� PDUNHWV� RYHU� WLPH�� $OO� WKH
PDMRU� FRVWV� RI� GHYHORSPHQW�� SURGXFWLRQ�� DQG�PDUNHWLQJ� KDYH� DOUHDG\� EHHQ
LQFXUUHG��VR�WKHVH�DFWLYLWLHV�DFFRUGLQJO\�JHQHUDWH�KLJK�SURILWDELOLW\�ZLWK�KLJK
SUHGLFWDELOLW\�� 7KHUH� LV� RQH� SUREOHP�� :LWKRXW� QHZ� SURGXFW� FRQWLQXRXVO\
EHLQJ� DGGHG�� WKHVH� SURILWV� ZLOO� GHFOLQH� FRQVLVWHQWO\� RYHU� WLPH� DV� WKH
FROOHFWLRQ�JURZV�VWDOH��3ULYDWH�HTXLW\� LQYHVWRUV�ZKR�KDYH� ORRNHG�DW�EX\LQJ
FRQWHQW� EXVLQHVVHV� KDYH� RIWHQ� YDOXHG� WKH� HQWHUSULVHV� ODUJHO\� EDVHG� RQ� WKH



DVVXPSWLRQ�WKDW�QHZ�FRQWHQW�FUHDWLRQ�LV�VKXW�GRZQ�DOWRJHWKHU��7KH�UHVXOW�KDV
EHHQ�HLWKHU�WKDW�WKH\�KDYH�EHHQ�RXWELG�E\�D�PHGLD�PRJXO�RU�WKDW�RQFH�WKH\�JRW
KROG�RI�WKH�EXVLQHVV��WKH\�FRXOG�QRW�UHVLVW�WU\LQJ�WR�SURGXFH�KLWV�WKHPVHOYHV²
JHQHUDOO\�ZLWK�GLVDVWURXV�UHVXOWV��
,I� KDUG�QRVHG� SULYDWH� HTXLW\� LQYHVWRUV� FDQ� FRQYLQFH� WKHPVHOYHV� WKDW� WKH\

FDQ�GR�D�EHWWHU�MRE�RI�SURGXFLQJ�ERIIR�ER[�RIILFH�UHVXOWV��\RX�FDQ�LPDJLQH�WKH
LQFOLQDWLRQV�RI�PRUH�WUDGLWLRQDO�PHGLD�PRJXOV��7KH�HOXVLYH�KRO\�JUDLO�RI�WKH
HQWHUWDLQPHQW�LQGXVWU\�KDV�DOZD\V�EHHQ�D�VXUHILUH�ZD\�WR�SURGXFH�KLW�DIWHU�KLW
ZKLOH�\RXU�FRPSHWLWRUV¶�RXWSXW�UHIOHFWV�WKH�KLW�DQG�PLVV�QDWXUH�RI�WKH�RYHUDOO
EXVLQHVV�� )UHXG� KDG� D� ZRUG� IRU� D� EHOLHI� EDVHG� RQ� ZLVK� IXOILOOPHQW�� DQ
LOOXVLRQ��� 6XFK� EHOLHIV� SURYLGH� UHDG\� IRGGHU� IRU� FRQ� DUWLVWV�� DQG� LQ� WKLV
UHJDUG�PHGLD�PRJXOV� KDYH� DOZD\V�EHHQ� DQ� HDV\�PDUN��7KHUH� LV� D� ORQJ� DQG
GLVWLQJXLVKHG� KLVWRU\� RI� FODLPV� WR� EH� DEOH� WR� SUHGLFW� KLWV��7KH� FXUUHQW� FURS
JDLQV� LWV� SDWLQD� RI� DSSDUHQW� FUHGLELOLW\� IURP� DGYDQFHG� FRPSXWLQJ� DQG
VWDWLVWLFDO� WHFKQLTXHV��%HIRUH� H[DPLQLQJ� VRPH�RI� WKHVH� LQ�PRUH� GHWDLO�� OHW¶V
FRQVLGHU�WKH�RYHUDOO�HQWHUSULVH�RI�SUHGLFWLQJ�KLWV�
,PDJLQH� WKDW� D�PDG� VFLHQWLVW� UHDOO\� LQYHQWHG� D� EODFN� ER[� WKDW� \RX� FRXOG

GURS� D� VFULSW�� VFRUH�� RU� PDQXVFULSW� LQWR� DQG� TXLFNO\� REWDLQ� DQ� DFFXUDWH
DVVHVVPHQW�RI�LWV�XOWLPDWH�FRPPHUFLDO�SRWHQWLDO��:KDW�ZRXOG�KDSSHQ"�,I�WKH
PDG�VFLHQWLVW�KDG�JRRG�UHSUHVHQWDWLRQ��KH�ZRXOG�HLWKHU�ELG�LW�RXW�WR�WKH�VWXGLR
ZLOOLQJ�WR�SD\�WKH�PRVW�WR�RZQ�LW�RU�MXVW�VHW�D�KLJK�OLFHQVH�IHH�IRU�XVDJH�WKDW
UHWDLQHG� WKH� EXON� RI� WKH� YDOXH� FUHDWHG� E\� KLV� LQYHQWLRQ�� 2QO\� WKH� VFLHQWLVW
ZRXOG�EH�EHWWHU�RII�
%XW� ZKDW� LI� WKH� VFLHQWLVW� ZRUNHG� IRU� D� VWXGLR� WKDW� UHIXVHG� WR� PDNH� WKH

WHFKQRORJ\�DYDLODEOH�WR�RWKHUV"�(YHQ�KHUH��WKH�EHQHILWV�RYHU�WLPH�DUH�XQFOHDU�
7KDW� VWXGLR� ZRXOG� VWLOO� EH� ELGGLQJ� RQ� SURMHFWV� DJDLQVW� RWKHU� VWXGLRV� WKDW
GLGQ¶W� RZQ� WKH� EODFN� ER[�� 6RPH�RI� WKHVH�ZRXOG� SUHVXPDEO\� EH� RIIHULQJ� WR
RYHUSD\��6PDUW�DJHQWV�ZRXOG�VKRS�WKH�EODFN�ER[�VWXGLR�ELGV�WR�RWKHU�VWXGLRV�
$OVR��VLQFH�WKH�SURGXFWV�RI�WKH�EODFN�ER[�DUH�DYDLODEOH�IRU�DOO�WR�VHH��VRRQHU
RU�ODWHU�RWKHU�FRPSDQLHV�DUH�JRLQJ�WR�OHDUQ�WR�FRS\�WKH�EODFN�ER[�UHVXOWV�DQG
ZLOO�ELG�IRU�SURMHFWV�DFFRUGLQJO\��+DYLQJ�WKH�EODFN�ER[�ZRXOG�VWRS�WKH�VWXGLR
IURP�RYHUSD\LQJ��EXW�KRZ�PDQ\� UHDO�EDUJDLQV�ZRXOG� LW�JHW"�(YHQ� LI� VXFK�D
VXSHUQDWXUDO�SRZHU�ZHUH�DYDLODEOH��WKH�ODFN�RI�DQ\�RWKHU�VRXUFH�RI�VWUXFWXUDO
DGYDQWDJH�ZRXOG�HYHQWXDOO\�RYHUZKHOP�WKH�SRWHQWLDO�EHQHILWV�



6XFK�REVHUYDWLRQV�DUH�QRW�QHDUO\�HQRXJK�WR�GLVVXDGH�DQ�HDJHU�PRJXO�IURP
H[SORULQJ� WKH�SRVVLELOLW\�RI�JHWWLQJ�D� OHJ�XS�RQ� WKH�FRPSHWLWLRQ²RU�DW� OHDVW
H[WHQGLQJ�KLV�RU�KHU�WHQXUH��8QIRUWXQDWHO\��WKHUH�LV�QR�EODFN�ER[��QRU�FDQ�WKHUH
EH��7KDW�EHLQJ�VDLG��SDUW�RI�WKH�FRQWLQXHG�HIIRUWV�LQ�WKLV�UHJDUG�FRPH�IURP�WKH
KXEULV�RI�WKH�FRPSXWLQJ�DQG�PDWKHPDWLFDO�FRPPXQLW\�WKDW�EHOLHYHV�GDWD�VHWV
DUH�WKH�VRXUFH�RI�DOO�ZLVGRP²LQFOXGLQJ�DUWLVWLF�DQG�FUHDWLYH�GHFLVLRQV�
6WDWLVWLFDO� KHOS� LVQ¶W� QHZ� LQ� WKH� DUWV�� 0XOWLSOH� UHJUHVVLRQ� DQDO\VLV�� WKH

VWDWLVWLFDO� WHFKQLTXH� WKDW� PHDVXUHV� WKH� SUHGLFWLYH� UHODWLRQVKLS� DPRQJ� PDQ\
YDULDEOHV�� KDV� EHHQ� DSSOLHG� WR� WKH� PRYLH� LQGXVWU\� WR� SUHGLFW� ER[� RIILFH
UHFHLSWV� IRU� DW� OHDVW� WKLUW\� \HDUV��� ,QVLJKWV� IURP� WKHVH� UHJUHVVLRQV� KDYH
SULPDULO\� DIIHFWHG� GHFLVLRQV� WKDW� DUH�PDGH� LQ� WKH�PDUNHWLQJ� GHSDUWPHQWV� RI
VWXGLRV��WR�KHOS�ZLWK�DGYHUWLVLQJ�EXGJHWV�DQG�UHOHDVH�VFKHGXOHV�
)RU� H[DPSOH�� WKH� HDUO\� UHJUHVVLRQV� LQGLFDWHG� WKDW� LQLWLDO� GLVWULEXWLRQ� RI

ILOPV�RQ�PRUH�VFUHHQV�KDG�D�VLJQLILFDQW�SRVLWLYH�HIIHFW�RQ�XOWLPDWH�JURVVHV��$W
WKH� WLPH�� D� UHOHDVH� RQ� RQH� WKRXVDQG� VFUHHQV� LQ� WKH� 8QLWHG� 6WDWHV� ZDV
FRQVLGHUHG�H[FHSWLRQDOO\�ODUJH��7RGD\��8�6��ILOPV�PD\�EH�UHOHDVHG�RQ�IRXU�WR
ILYH�WKRXVDQG�VFUHHQV�
0RUH� UHFHQWO\�� ³QHXUDO�QHWZRUNLQJ´�KDV� VHHPLQJO\�EHFRPH�D� WRRO� IRU� WKH

VWXGLRV��1HXUDO� QHWZRUNV�XVH�KLVWRULFDO� GDWD� MXVW� DV� UHJUHVVLRQV�GR�� EXW� WKH
VWDWLVWLFLDQ� GRHVQ¶W� KDYH� WR� FKRRVH� WKH� YDULDEOHV� DKHDG� RI� WLPH� WR� ³FRXQW�´
1HXUDO�QHWZRUNLQJ�WDNHV�DGYDQWDJH�RI�WKH�FRPSXWHU¶V�HYHU�LQFUHDVLQJ�DELOLW\
WR� GHDO� ZLWK� YDVW� GDWD� VHWV�� VR� WKDW� IRU� D� JLYHQ� SUREOHP�� UHODWLYHO\
LQGLVFULPLQDWH� PDVVHV� RI� UDZ� GDWD� FDQ� EH� IHG� LQWR� WKH� QHWZRUN�� DQG� WKH
FRPSXWHU�ZLOO�EH�QHXUDOO\�WUDLQHG�WR�SUHGLFW�DQ�RXWFRPH��7KH�MXU\�LV�RXW�RQ
KRZ�XVHIXO�QHXUDO�QHWZRUNV�DUH�IRU�SUDFWLWLRQHUV�LQ�PDQ\�ILHOGV��EHFDXVH�WKH\
DUH�VR�FRPSOLFDWHG��LW�RIWHQ�LV�LPSRVVLEOH�WR�ILJXUH�KRZ�DQ�LQGLYLGXDO�LQSXW�LV
DIIHFWLQJ� WKH�SUHGLFWHG�RXWFRPH���%XW� WKLV�KDVQ¶W� VWRSSHG�D�FRPSDQ\�FDOOHG
(SDJRJL[�WKDW�XVHV�QHXUDO�QHWZRUNLQJ�DV�WKH�KHDUW�RI�LWV�EODFN�ER[�VROXWLRQ�WR
SLFNLQJ� DQG� IL[LQJ� VFULSWV�� 7KH� FRPSDQ\� KDV� EHFRPH� WKH� FRQVXOWDQW� IRU
QXPHURXV� VWXGLR� KHDGV�� KHGJH� IXQGV�� DQG� RWKHU� SOD\HUV� LQ� WKH� LQGXVWU\��� ,Q
IDFW�� DFFRUGLQJ� WR� IRXQGHU�5LFKDUG�&RSDNHQ�� ³$OO� ,� GR� NQRZ� LV� WKDW� LQ� RXU
PRVW�UHFHQW�WHVW�IRU�D�PDMRU�ILOP�VWXGLR��ZH�ZHUH������PRUH�DFFXUDWH�WKDQ
WKH� VWXGLR� LQ� GHWHUPLQLQJ� LQ� DGYDQFH� RI� UHOHDVH�ZKHWKHU� WKHVH� ILOPV�ZRXOG
HDUQ�PRUH�LQ�86�%R[�2IILFH�UHYHQXH�WKDQ�WKHLU�UHVSHFWLYH�DOO�LQ�QHJDWLYH�FRVW
RI� SURGXFWLRQ� �DOO� SURGXFWLRQ� FRVWV�� EXW� H[FOXGLQJ� WKH� FRVW� RI� SULQWV� DQG



PDUNHWLQJ��� 7KLV� PHDVXUH� W\SLFDOO\� ZLOO� GHWHUPLQH� LI� D� ILOP� ZLOO� EH� QHW
SURILWDEOH� �� �� �� %RWK� ZH� DQG� WKH� VWXGLR� ZHUH� YHU\� SOHDVHG� WR� DFKLHYH� WKLV
GHJUHH� RI� DFFXUDF\� ZLWK� D� PHWKRGRORJ\� WKDW� FDQ� EH� DSSOLHG� DW� WKH� LQLWLDO
VFULSW� VWDJH� EHIRUH� WKH� VWXGLR� VSHQGV� WKH� ILUVW� GROODU� RI� SURGXFWLRQ�´� �
,QWHUHVWLQJO\�� ZKHWKHU� KLV� PHWKRG� ZRUNV� RU� QRW� �DQG� VR� IDU�� QR� SDUWLFXODU
PRYLH�VWXGLR¶V�UHWXUQV�KDYH�P\VWHULRXVO\�LPSURYHG���WKLV�VFLHQWLILF�EODFN�ER[
VWLOO�GHSHQGV�RQ�UHDO�SHRSOH�UHDGLQJ�VFULSWV�DQG�VXPPDUL]LQJ�WKHLU�FRQWHQW�
/LNH� PRYLHV�� WKH� PXVLF� EXVLQHVV� DOVR� KDV� KDG� LWV� WUDGLWLRQDO� UHVHDUFK

PHWKRGV�DQG�KDV�XVHG�IRFXV�JURXSV�DQG�SKRQH�DQG�RQOLQH�VXUYH\V�IRU�\HDUV�
7KH�PRVW�ZLGHO\�XVHG�PHWKRG�LV�³FDOO�RXW�UHVHDUFK�´�ZKHUH�ILIWHHQ�WR�WKLUW\
VHFRQGV� RI� D� VRQJ� DUH� SOD\HG� RYHU� WKH� SKRQH� OLQH� RI� D� SUHVFUHHQHG� �IRU
GHPRJUDSKLFV�DQG�PXVLF�WDVWH��OLVWHQHU�ZKR�WKHQ�UDWHV�WKH�WXQH�
%XW�D�QHZHU�� VKLQLHU�EODFN�ER[�FDOOHG�³VSHFWUDO�GHFRQYROXWLRQ´� WKDW�XVHV

PDVVLYH�GDWD�VHWV�LV�EHLQJ�WRXWHG�E\�WZR�FRPSDQLHV²WKH�RULJLQDO�RQH��QRZ
FDOOHG�0XVLF�,QWHOOLJHQFH�6ROXWLRQV��EDVHG� LQ�0DGULG��DQG�D�VHFRQG�RQH�� WR
ZKLFK�D�QXPEHU�RI�0,6¶V�H[HFXWLYHV�PLJUDWHG��FDOOHG�3ODWLQXP�%OXH��LQ�1HZ
<RUN��%RWK�FRPSDQLHV�DQDO\]H�WKH�XQGHUO\LQJ�PDWKHPDWLFDO�SDWWHUQV��EH\RQG
ZKDW�FDQ�EH�KHDUG�� LQ�D� WXQH��FRPSDUH� WKHVH� WR� WKH�VL[W\�RU�VR�SDWWHUQV� WKDW
FRQVWLWXWHG�D�KLW�LQ�WKH�SDVW��DQG�PDNH�UHFRPPHQGDWLRQV�DERXW�ZKHUH�WKH�QHZ
WXQH�IDOOV�VKRUW��%RWK�FRPSDQLHV�FODLP�WKDW� WKH\�FDQ�KHOS�WKH�PXVLF�LQGXVWU\
IRFXV� LWV� LQYHVWPHQWV� LQ� VRQJV�ZLWK� D� EHWWHU� FKDQFH� RI�PDUNHW� VXFFHVV�� DQG
WKXV�EHFRPH�PRUH�SURILWDEOH��7KH\�VHOO� WKHLU�VHUYLFHV� WR�VRQJ�ZULWHUV�� WKHLU
SURGXFHUV��DQG�WR�WKH�ODEHOV�WKDW�EX\�WKH�SURGXFW����6R�ZKHUH�LV�WKH�UHODWLYH
DGYDQWDJH�RI�XVLQJ�WKLV�V\VWHP"�+DUG�WR�NQRZ�
%XW� WKHUH� DUH� LQKHUHQW� OLPLWDWLRQV� WR� WKHVH� DSSURDFKHV�� )LUVW�� DQG� PRVW

LPSRUWDQWO\�� VLQFH� WKH\� GHSHQG� RQ� KLVWRULFDO� GDWD�� WKH\� FDQQRW�ZRUN� XQOHVV
WKHUH�LV�VXEVWDQWLDO�VWDELOLW\�LQ�WKH�WDVWHV�RI�WKH�EX\LQJ�SXEOLF��,I�SUHIHUHQFHV
VKLIW� VLJQLILFDQWO\� DQG� XQSUHGLFWDEO\� RYHU� WLPH�� WKHQ� GHFLVLRQV� EDVHG� RQ
KLVWRULFDO� WDVWHV� ZLOO� QRW� SHUIRUP� ZHOO�� 7KXV�� LQ� PXVLF�� DV� EX\HUV� KDYH
PLJUDWHG�IURP�ELJ�EDQGV�WR�FODVVLF�URFN�WR�KHDY\�PHWDO��UDS��DQG�1HZ�$JH�
HDUOLHU�VXFFHVVHV�DUH�XQOLNHO\�WR�EH�XVHIXO�IRU�SUHGLFWLQJ�FXUUHQW�SRSXODULW\�
7KLV�OLPLWV�WKH�UDQJHV�RI�GDWD�LQSXWV�WKDW�DUH�XVHIXO�IRU�WKH�EODFN�ER[�PRGHOV�
6HFRQG�� WKHUH� DUH� OLWHUDOO\� KXQGUHGV� RI� WKRXVDQGV� RI� SRWHQWLDO� YDULDEOHV

WKDW�DIIHFW�VXFFHVV�LQ�PRYLHV��ERRNV��DQG�PXVLF��$W�WKH�VDPH�WLPH��WKHUH�DUH
UHODWLYHO\� OLPLWHG� QXPEHUV� RI� ILOPV�� ERRNV�� DQG� VRQJV� WKDW� JHW� PDVV



GLVWULEXWLRQ� DQG� H[SRVXUH� �DOWKRXJK� WKLV� FRXOG� FKDQJH� ZLWK� WKH� DGYHQW� RI
,QWHUQHW�PDUNHWLQJ���8VLQJ� ILOPV� DV� DQ� H[DPSOH��7KH� ���� UHOHDVHV� SHU� \HDU
DQG�HLJKW\�\HDUV�RI�KLVWRU\�������WR�������SURYLGHV�RQO\�DERXW�WHQ�WKRXVDQG
GDWD� SRLQWV�� 6RUWLQJ� DPRQJ� D� KXQGUHG� WKRXVDQG� SRWHQWLDO� IDFWRUV� ZLWK� WHQ
WKRXVDQG� GDWD� SRLQWV� FDQQRW� EH� GRQH�� $Q\� FRPELQDWLRQ� RI� WHQ� WKRXVDQG� RI
WKHVH� IDFWRUV� ZLOO� ILW� WKH� GDWD� SHUIHFWO\�� DQG� HYHQ� VHDUFKLQJ� IRU� OLPLWHG
QXPEHUV� RI� IDFWRUV²VD\� VL[W\²DPRQJ� WKH� KXQGUHG� WKRXVDQG� ZLOO� SURGXFH
KLJK�OHYHOV�RI�VSXULRXV�FRUUHODWLRQ�
)RU�WKHVH�UHDVRQV��WKHUH�DSSHDU�WR�EH�QDWXUDO�OLPLWDWLRQV�RQ�WKH�HIILFDF\�RI

EODFN�ER[� DSSURDFKHV�� +RZHYHU�� HYHQ� LI� WKH\� GR� QRW� SHUIRUP� LQIDOOLEO\�
VWDWLVWLFDO� EODFN�ER[� DSSURDFKHV� PD\� ZHOO� GR� EHWWHU� WKDQ� WKH� DOWHUQDWLYH
EODFN�ER[� DSSURDFK� RI� XVLQJ� WKH� LQHIIDEOH� JXW� LQVWLQFWV� RI� VHOHFWHG� LQGXVWU\
H[HFXWLYHV�
6XUHO\�� WKH�PRJXO�ZLOO� DUJXH�� WKHUH� DUH� VRPH� DGYDQWDJHV� HQMR\HG� E\� WKH

³PDMRUV´� LQ� FUHDWLYH� FRQWHQW� EXVLQHVVHV�� -XVW� ORRN� DW� WKHLU� FRQVLVWHQWO\
RYHUZKHOPLQJ�PDUNHW� VKDUHV�DV�D�JURXS� LQ� WKH� LQGXVWULHV�RI�PRYLHV��PXVLF�
DQG�ERRNV��7KHUH�LV�VRPH�WUXWK�WR�WKLV�REVHUYDWLRQ�DQG�ZH�ZLOO�H[DPLQH�WKH
ILQDQFLDOV� DQG� VKDUHV� LQ� HDFK� RI� WKHVH� VHFWRUV�� LQ� WXUQ�� $OWKRXJK� WKHUH� DUH
EDUULHUV� WR� HQWU\� DPRQJ� WKHVH� LQGXVWU\� JLDQWV�� WKHVH� DUH� QRW� LQ� WKH� FRQWHQW
FRPSRQHQW� RI� WKH� EXVLQHVV� EXW� UDWKHU� LQ� WKH� PDUNHWLQJ� DQG� GLVWULEXWLRQ
FRPSRQHQW��7KLV� LV� SDUW� RI� WKH� ³SDFNDJLQJ´� IXQFWLRQ� UDWKHU� WKDQ� WKH� FRQWHQW
FUHDWLRQ� IXQFWLRQ�� ,Q� DGGLWLRQ�� WKHVH� DGYDQWDJHV� DUH� VKDUHG� E\� DOO� RI� WKH
PDMRUV�DQG�KDYH�EHHQ�IULWWHUHG�DZD\�WKURXJK�WKH�DEVROXWH�ODFN�RI�FRRSHUDWLRQ
DPRQJ�WKHP��)LQDOO\��ZKDW�DGYDQWDJHV�KDYH�KLVWRULFDOO\�EHHQ�DYDLODEOH�LQ�WKH
PDUNHWLQJ� DQG� GLVWULEXWLRQ� RSHUDWLRQV� KDYH� VLJQLILFDQWO\� GLPLQLVKHG� RYHU
WLPH�
7KHVH�REVHUYDWLRQV�DUH�FRQVLVWHQW�ZLWK�WKH�VWUXFWXUH�DQG�UHVXOWV�RI�HDFK�RI

WKHVH� EXVLQHVVHV� RYHU� DQ� H[WHQGHG� SHULRG� RI� WLPH��$OO� RI� WKHVH� EXVLQHVVHV
FRQVLVWHQWO\�VWUXJJOH�WR�DFKLHYH�HYHQ�ORZ�GRXEOH�GLJLW�RSHUDWLQJ�PDUJLQV�DQG
JHQHUDWH� VWXEERUQO\� ZHDN� UHWXUQV� RQ� LQYHVWPHQW�� 7KHVH� UHVXOWV� UHIOHFW� WKH
FRPELQHG�UHVXOWV�RI� WKH�KLJKHU�PDUJLQ�EXVLQHVVHV� LQYROYLQJ� WKH�H[SORLWDWLRQ
RI�OLEUDU\��FDWDORJ��DQG�SXEOLVKLQJ�DVVHWV�DORQJ�ZLWK�WKH�SURGXFWLRQ�RI�D�QHZ
VODWH�RI�SURGXFW�HDFK�VHDVRQ��$Q�XQH[SHFWHG�PHJDKLW�RU�D�SODWIRUP�VKLIW�OLNH
WKH�LQWURGXFWLRQ�RI�WKH�&'�RU�WKH�'9'�FDQ�FUHDWH�VKRUW�WHUP�ZLQGIDOOV�HLWKHU
WR� D� SDUWLFXODU� FRPSDQ\� RU� WR� WKH� LQGXVWU\� DV� D� ZKROH�� 7KHVH� SHULRGV� RI
ILQDQFLDO� QLUYDQD� DUH� IOHHWLQJ�� DV� WKH� WDOHQW� TXLFNO\� PRYHV� WR� GHYRXU� WKH



VXUSOXV��$QG�IRU�HYHU\�SHULRG�RI�ZLQGIDOO�WKHUH�DUH�SHULRGV�RI�DFWXDO�ORVVHV
GXH� WR� D� KLJK�SURILOH� IDLOXUH� RU� DQ� LQGXVWU\�ZLGH� FKDOOHQJH�� ,W� ZLOO� QRW
VXUSULVH�\RX�WR�NQRZ�WKDW�LQ�VXFK�FLUFXPVWDQFHV��WDOHQW�GRHV�QRW�UDLVH�LWV�KDQG
WR�VKDUH�LQ�WKH�SDLQ��+HDGV�WKH\�ZLQ��WDLOV�\RX�ORVH��7KH�UHVXOW�LV�UHPDUNDEOH
VWDELOLW\�LQ�UHVXOWV�RYHU�WLPH�DQG�DFURVV�WKHVH�LQGXVWULHV�

086,&

7KH� UHFRUGHG� PXVLF� LQGXVWU\� KDV� VHHQ� VWHDGLO\� GHFOLQLQJ� UHYHQXH� DQG
SURILWDELOLW\�VLQFH�������ZKHQ�8�6��UHWDLO�VKLSPHQWV�FDPH�LQ�DW�������ELOOLRQ
IRU�����ELOOLRQ�SK\VLFDO�XQLWV��,Q�WKDW�JORULRXV�\HDU��WKHUH�ZHUH�ILYH�PDMRUV²
6RQ\�� %HUWHOVPDQQ�� (0,�� 8QLYHUVDO�� DQG�:DUQHU�� ,Q� UHFHQW� \HDUV�� WKH� ILYH
PDMRUV�EHFDPH�IRXU��ZLWK�6RQ\�DQG�%HUWHOVPDQQ�FRPELQLQJ��(0,�ZDV�WDNHQ
SULYDWH� E\� D� KHGJH� IXQG� DQG�:DUQHU�0XVLF� KDG� D� QHDU�GHDWK� H[SHULHQFH� LQ
������IURP�ZKLFK�LW�VWLOO�FRQWLQXHV�WR�VXIIHU��,Q�����������ELOOLRQ�XQLWV�ZHUH
OHJDOO\�VKLSSHG��RI�ZKLFK����SHUFHQW�ZHUH�GLJLWDO��'HVSLWH�WKH����SHUFHQW�XQLW
JURZWK��WKH�UHWDLO�YDOXH�GLSSHG����SHUFHQW�WR�������ELOOLRQ���DV�VDOHV�VKLIWHG
IURP� KLJKHU�SULFHG�PXOWLSOH�VRQJ� DOEXPV� SK\VLFDOO\� VKLSSHG� WR� ORZ�SULFHG
VLQJOHV� GLJLWDOO\� GRZQORDGHG� DW� L7XQHV� DQG� RWKHU�03�� GLVWULEXWLRQ� SRLQWV�
(YHQ� PRUH� GHSUHVVLQJ�� WKH� ,QWHUQDWLRQDO� )HGHUDWLRQ� RI� WKH� 3KRQRJUDSKLF
,QGXVWU\��,)3,��HVWLPDWHG�WKDW�LOOHJDO�GRZQORDGV�RXWQXPEHUHG�WKH�QXPEHU�RI
WUDFNV�VROG�E\�D�IDFWRU�RI�WZHQW\�WR�RQH���
)RU� WKH� GHFDGH� EHWZHHQ� ����� DQG� ������ WKH� DYHUDJH� LQGXVWU\� SURILW

PDUJLQV�ZHUH�RQ�DYHUDJH�ZHOO�EHORZ���SHUFHQW��7KH�LQGXVWU\�GLG�QRW�DFKLHYH
HYHQ�D����SHUFHQW�PDUJLQ�LQ�DQ\�\HDU�GXULQJ�WKLV�SHULRG�
(YHQ�ZKHQ� WKH�PXVLF� LQGXVWU\�KDV�KDG� WKH�ZLQG�DW� LWV�EDFN�� UHWXUQV�KDYH

EHHQ�JRRG�RQO\�IRU�VKRUW�SHULRGV��7KH�DUULYDO�RI�&'�WHFKQRORJ\�LQ�WKH�HDUO\
����V� SURYLGHG� DQ� H[WUDRUGLQDU\� ERRVW� WR� VDOHV� DQG� SULFHV� DV� EX\HUV
UHSODFHG�WKHLU�FDVVHWWHV�DQG�YLQ\O�DOEXPV�ZLWK�KLJKHU�TXDOLW\�&'V��,QLWLDOO\�
UHWXUQV�RQ�VDOHV�DQG�SURILWV�GLG� ULVH��%XW�E\� WKH�PLG�� WR� ODWH�����V�� UHWXUQV
KDG�GHFOLQHG�WR�WKHLU�QRUPDO�PHGLRFUH�OHYHO��,QFUHDVHV�LQ�WKH�FRVW�RI�&'V��DV
ODEHOV� ELG� PRUH� IRU� DUWLVWV� DQG� VSHQW� PRUH� RQ� DGYHUWLVLQJ� DQG� SURPRWLRQ�
HOLPLQDWHG�VRPH�RI�WKH�EHQHILWV��,QFUHDVHG�QXPEHUV�RI�&'V�DQG�DUWLVWV��ZKLFK
UHGXFHG� WKH� DYHUDJH� UHYHQXHV� SHU� UHOHDVH�� HOLPLQDWHG� WKH� UHVW�� 'HVSLWH� WKH



IDFW� WKDW� WKH�PDMRUV�PDLQWDLQHG�SULFH�GLVFLSOLQH�� WKHVH�VHFRQGDU\�DVSHFWV�RI
FRPSHWLWLRQ�GLG�WKHLU�ZRUN�LQ�KROGLQJ�GRZQ�SURILWDELOLW\�
$W� ILUVW� JODQFH� WKH� RWKHU� LQGLFDWLRQ� RI� FRPSHWLWLYH� DGYDQWDJH²VKDUH

VWDELOLW\²VHHPV� WR� WHOO� D� GLIIHUHQW� VWRU\�� 7DEOH� ���� VKRZV� WKH�8�6��PDUNHW
VKDUHV� RI� WKH� PDMRUV� �IRU� FRPSDULVRQ� SXUSRVHV� ZH� WUHDW� 6RQ\� DQG� %0*�
ZKLFK�PHUJHG�LQ�������DV�FRPELQHG�IRU�WKH�HQWLUH�SHULRG��DQG�LQGHSHQGHQWV
EHWZHHQ������DQG�������'XULQJ�WKHVH�\HDUV��WKH�PDMRUV�DV�D�JURXS�UHPDLQHG
ZLWKLQ�D���SHUFHQW�EDQG�RI�RYHUDOO�VKDUH�LQ�WKH�IDVW�GHFOLQLQJ�EXVLQHVV�DQG��LQ
DQ\�JLYHQ�\HDU��QR�PDMRU�JDLQHG�RU�ORVW�PRUH�WKDQ�����SHUFHQW�RI�VKDUH��7KH
LQWHUQDWLRQDO�GDWD�WHOOV�D�VLPLODU�VWRU\��$V�:DUQHU�0XVLF�WDNHV�SDLQV�WR�SRLQW
RXW� LQ� LWV� ����� DQQXDO� UHSRUW�� ³>Z@KLOH� PDUNHW� VKDUHV� FKDQJH� PRGHUDWHO\
\HDU�WR�\HDU��QRQH�RI�>WKH�PDMRUV@�KDYH�JDLQHG�RU�ORVW�PRUH�WKDQ����SRLQWV�RI
VKDUH�LQ�WKH�ODVW���\HDUV�´
7$%/(� ����0XVLF�0DMRUV�0DUNHW�6KDUH��8�6��5HFRUGHG�0XVLF��&DWDORJ�DQG
&XUUHQW�7LWOHV���

7$%/(� ����0XVLF�0DMRUV��5HODWLYH�6KDUH�&KDQJH����������



7KHUH�LV��KRZHYHU��PXFK�OHVV�VWDELOLW\�WKDQ�PHHWV�WKH�H\H�IRU�WZR�UHDVRQV�
)LUVW�� ZKHQ� WKLQNLQJ� DERXW� VKDUH� VWDELOLW\� LQ� DQ� LQGXVWU\�� LW� LV� LPSRUWDQW� WR
ZDWFK�VKDUH�VKLIWV�DPRQJ�WKH�OHDGHUV�RYHU�WLPH��$�TXLFN�DQG�HDV\�ZD\�WR�GR
WKLV�LV�WR�FDOFXODWH�WKH�OHDGHUV¶�VKDUH�MXVW�DPRQJ�WKHPVHOYHV��E\�QRUPDOL]LQJ
WKH�QXPEHUV��VR�WKH\�DGG�XS�WR�����SHUFHQW��7KHQ��DPRQJ�DQ\�WZR�SHULRGV�\RX
DUH� FRPSDULQJ�� FDOFXODWH� WKH� DEVROXWH� YDOXH� RI� GLIIHUHQFH�� DGG� XS� WKHVH
DEVROXWH� YDOXHV�� DQG� WDNH� WKH� DYHUDJH�� ,I� WKLV� QXPEHU�RYHU� VHYHUDO� \HDUV� LV
VRPHZKHUH� EHORZ� IRXU�� WKHUH� LV� GHILQLWHO\� VKDUH� VWDELOLW\�� IRXU� DQG� DERYH
LQGLFDWHV�VKDUH�LQVWDELOLW\��)RU�FRQWH[W��&RNH�DQG�3HSVL�W\SLFDOO\�FDSWXUH���WR
�� SHUFHQW� VKDUH� IURP� HDFK� RWKHU� RYHU� HYHQ� PRUH� H[WHQGHG� SHULRGV�� ZLWK
DFTXLVLWLRQV�SOD\LQJ�QR�PHDQLQJIXO�UROH�
7KH� DEVROXWH� QXPEHUV� LQ� 7DEOH� ���� DERYH� GR� VXJJHVW� ERUGHUOLQH� VKDUH

VWDELOLW\��$OWKRXJK�WKH�DYHUDJH�VKDUH�VKLIW�IRU�WKH�����������SHULRG�LV�D�OLWWOH
RYHU� �� SHUFHQW�� IRU� VKRUWHU� SHULRGV� ZLWKLQ� WKLV� WLPH� IUDPH� WKH� VKLIW� LV� �
SHUFHQW� RU� OHVV�� 7KH� ELJJHU� SUREOHP� LV� WKDW� WKLV� OHYHO� RI� VWDELOLW\� KDV� EHHQ
DFKLHYHG�RQO\� DIWHU� DJJUHVVLYH� DFTXLVLWLRQV� RI� LQGHSHQGHQWV� WR� EDODQFH� DQ\
UHODWLYH� VKDUH� ORVV� DPRQJ� WKH� PDMRUV� DQG� EHWZHHQ� WKH� PDMRUV� DQG� WKH
LQGHSHQGHQWV�PRUH�JHQHUDOO\��,W�LV�D�JUHDW�LQGXVWU\�WUDGLWLRQ�IRU�WKH�PDMRUV�WR
EX\�XS�VXFFHVVIXO�QHZ�HQWUDQWV�OLNH�6XQ��$WODQWLF��0RWRZQ��*HIIHQ��DQG�PRUH
UHFHQWO\� ,QWHUVFRSH�� /DEHOV� DFTXLUHG� GXULQJ� WKH� ���������� SHULRG� MXVW� E\
PDUNHW�OHDGHU�8QLYHUVDO�LQFOXGH�500��'UHDP:RUNV�5HFRUGV��5RF�$�)HOOD
5HFRUGV��9DOH�0XVLF��$UVHQDO�0XVLF��6DQFWXDU\�*URXS��$56�(QWHUWDLQPHQW�
DQG�9��0XVLF�*URXS����1RPLQDO�VWDELOLW\�WKHQ�LV�DFKLHYHG�WKH�ROG�IDVKLRQHG
ZD\²LW� LV� SXUFKDVHG��7KH� RYHUDOO� SLFWXUH�� KRZHYHU�� UHIOHFWV� WKH� UHOHQWOHVV
FRPSHWLWLRQ�DPRQJ�WKH�PDMRUV�DQG�ZLWK�WKH�LQGHSHQGHQWV�
,Q�WKH�ROG�GD\V�EHIRUH�GLJLWDO�UHFRUGLQJ�DQG�GLJLWDO�GLVWULEXWLRQ��WKH�PDMRUV

VKDUHG� D� WUXH� VFDOH� DGYDQWDJH� LQ� WKH� SDFNDJLQJ� DQG� UHWDLO� SRUWLRQV� RI� WKH
EXVLQHVV�FRPSDUHG�WR�WKH�LQGHSHQGHQW�ODEHOV�DQG�LQGLYLGXDO�PXVLFLDQV��7KH\
VXSSOLHG� LQGLYLGXDO� DUWLVWV� SURIHVVLRQDO�JUDGH� SURGXFWLRQ� IDFLOLWLHV� DQG
H[SHUW�SURGXFHUV��7KH\�FRXOG�PDVV�SURGXFH�&'V�DFFXUDWHO\�DQG�FKHDSO\�DQG
WKH\�KDG�D�VDOHV�DQG�PDUNHWLQJ�RUJDQL]DWLRQ�WKDW�ZRXOG�GLVWULEXWH�WKH�&'V�WR
WKRXVDQGV� RI� UHWDLO� RXWOHWV�� 7KHVH� VFDOH� DGYDQWDJHV�PHDQW� WKH�PDMRUV�PLJKW
KDYH� FRQWUROOHG� WKH� PDUNHW�� EXW� LW� QHYHU� WUDQVODWHG� LQWR� VXVWDLQDEOH� KLJK
UHWXUQV�EHFDXVH�RI� WKH�QDWXUH�RI� WKH�GLVFUHWH�KLW�EXVLQHVV�DV�GHWDLOHG�HDUOLHU



DQG� WKH� UHOHQWOHVV� FRPSHWLWLRQ� DPRQJ� WKH� PDMRUV� IRU� WDOHQW� DQG� PDUNHW
SRVLWLRQ�
$V� ILWIXO� DV� WKH�FRRUGLQDWLRQ�DPRQJ� WKH� WRS�SOD\HUV�KDV�EHHQ� LQ� WKH�SDVW�

WKLQJV�ZLOO�RQO\�JHW�ZRUVH�LQ�WKH�IXWXUH�DV�WKH�VFDOH�DGYDQWDJHV�LQ�PDUNHWLQJ
DQG�GLVWULEXWLRQ�WKDW�FRXOG�KDYH�PDGH�FRRSHUDWLRQ�SRVVLEOH�GLVDSSHDU��7KHVH
ORZHU� EDUULHUV� WR� HQWU\� KDYH� DWWUDFWHG� QHZ� LQGXVWU\� SDUWLFLSDQWV�ZKR� KDYH
VWDUWHG�ELGGLQJ�IRU�WDOHQW��,Q�������:DO�0DUW�PDGH�D�GLUHFW�GHDO�ZLWK�WKH�URFN
EDQG�WKH�(DJOHV��DQG�LQ������ZLWK�DQRWKHU�JURXS��-RXUQH\��LQ�ERWK�FDVHV�WKH\
FXW� RXW� WKH� DUWLVWV¶�PXVLF� ODEHO�� 7KH� FRQFHUW� SURPRWHU� /LYH�1DWLRQ�PDGH� D
GHDO�ZLWK�0DGRQQD�WKDW�OHDYHV�KHU�ORQJWLPH�UHFRUG�FRPSDQ\��:DUQHU��RXW�LQ
WKH� FROG�� /LYH� 1DWLRQ� QRZ� KDV� DQ� DOO�HQFRPSDVVLQJ� VWDNH� LQ� 0DGRQQD¶V
FDUHHU²LQFOXGLQJ� WKH�0DGRQQD� EUDQG�� DOEXPV�� WRXULQJ��PHUFKDQGLVLQJ�� IDQ
FOXE� DQG�:HE� VLWH�� '9'V�� PXVLF�UHODWHG� WHOHYLVLRQ� DQG� ILOP� SURMHFWV�� DQG
DVVRFLDWHG�VSRQVRUVKLS�DJUHHPHQWV���
,I� WKH� ELJ� DQG� HVWDEOLVKHG� DUWLVWV� DUH� EHLQJ� SLFNHG� RII� E\� ELJ� QHZ

FRPSHWLWRUV�� WKH�\RXQJ�DQG�VWDUW�XS�DUWLVWV�DUH�EHLQJ�VHUYHG�E\� LQGHSHQGHQW
ODEHOV� DV� WKH\� QHYHU� FRXOG� EHIRUH�� DV� WKH� IL[HG� FRVW� UHTXLUHPHQWV� RI� WKH
EXVLQHVV� GLPLQLVK�� 6PDOO� ODEHOV� GRQ¶W� KDYH� WR� LQFXU� ODUJH� IL[HG� FRVWV� IRU� D
VDOHV�IRUFH�LI�PRVW�RI�WKHLU�DUWLVWV¶�VDOHV�DUH�GRZQORDGHG�DW�L7XQHV��ZLWK�WKH
EDODQFH�DW�RQO\�ILYH�KXQGUHG�GLJLWDO�VLWHV�ZRUOGZLGH��7KH\�FDQ�SURPRWH�WKH
LQGLH�EDQGV�WKURXJK�0\6SDFH�DQG�WKH�EDQGV¶�RZQ�VLWHV��$QG�WKH\�FDQ�PDQDJH
WKH� DUWLVWV¶� UR\DOWLHV� DQG� ERRNLQJV�ZLWK� UHODWLYHO\� FKHDS� �LI� QRW� IUHH�� DUWLVW
PDQDJHPHQW� VRIWZDUH�� ,QGHSHQGHQW� ODEHOV� KDYH� HYHQ� EDQGHG� WRJHWKHU� LQ� D
FRRSHUDWLYH� FDOOHG�0HUOLQ��7KLV� DVVRFLDWLRQ� FDOOV� LWVHOI� D� YLUWXDO� ODEHO� DQG
FODLPV� WR�KDYH� WZHOYH� WKRXVDQG�PHPEHUV� WKDW� VHOO�DV�PXFK�SURGXFW�DV�(0,
GRHV���

029,(6

7KH�VWXGLRV�NQRZQ�DV�WKH�³PDMRUV´�DUH�WKH�³ILOPHG�HQWHUWDLQPHQW´�GLYLVLRQV
RI�ODUJH�PHGLD�FRPSDQLHV��/LNH�WKH�SURILWV�LQ�0XVLF��WKH�ILQDQFLDO�UHWXUQV�RI
WKHVH� GLYLVLRQV� DUH� QRW� RQO\� LQFRQVLVWHQW�� EXW�PRVWO\��ZLWK� WKH� H[FHSWLRQ� RI
)R[�(QWHUWDLQPHQW�*URXS��DUH�KLVWRULFDOO\�UDWKHU�ORZ��7KH�DYHUDJH�RSHUDWLQJ



PDUJLQ� RQ� VDOHV� LQ� HDFK� \HDU� IURP� ����� DQG� ������ LQFOXGLQJ� )R[�� UDQJHG
IURP�D�ORZ�RI�����SHUFHQW�WR�����SHUFHQW�
7KH� DYHUDJH� UHWXUQ� RQ� DVVHWV� RI� WKHVH� GLYLVLRQV� GXULQJ� WKRVH� VDPH�\HDUV

�ZKHUH� DVVHW� VHJPHQW� LQIRUPDWLRQ� LV� DYDLODEOH� RU� FRXOG� EH� UHDVRQDEO\
HVWLPDWHG�� UDQJHG� IURP�����SHUFHQW� WR������SHUFHQW��:LWKRXW�)R[��KRZHYHU�
WKH� \HDUO\�52$�DYHUDJH�ZHQW� XS� WR� DERXW� RQO\� ���� SHUFHQW��$QG� WKHVH� DUH
SUHWD[� UHWXUQV�� DVVXPLQJ� WD[� UDWHV� RI� ��� SHUFHQW�� DIWHU�WD[� UHWXUQV� RQ� DVVHWV
DYHUDJHG���WR���SHUFHQW²DURXQG�WKH�VDPH�DV�FRXOG�KDYH�EHHQ�DFKLHYHG�IURP
LQYHVWLQJ�LQ�8�6��6DYLQJV�%RQGV�RYHU�WKH�VDPH�SHULRG�
7KH�YDULDELOLW\�RI�WKHVH�UHWXUQV�LV�DWWULEXWDEOH�WR�WKH�KLW�GULYHQ�QDWXUH�RI�WKH

EXVLQHVV�� 7KH� ORZ� DYHUDJH� OHYHO� RI� UHWXUQV� LV� D� IXQFWLRQ� RI� FRPSHWLWLYH
FRQGLWLRQV�� WKH� JHQHUDOO\� ORZ� OHYHO� RI� EDUULHUV� WR� HQWU\�� DQG� LQWHQVH
FRPSHWLWLRQ�DPRQJ� WKH�PDMRU� VWXGLRV��7KH� ORZ�EDUULHUV� DUH� DSSDUHQW� LQ� WKH
UHFXUUHQW� DELOLW\� RI� LQGHSHQGHQW� HQWUDQWV� OLNH� 0LUDPD[�� 'UHDP:RUNV�
/LRQVJDWH��7XUQHU��DQG�1HZ�/LQH� WR� WDNH�VKDUH��7KH�UHODWLYH�VWDELOLW\�RI� WKH
PDMRUV¶� RYHUDOO� VKDUH� KDV� EHHQ� VXVWDLQHG� RQO\� WKURXJK� DFTXLVLWLRQ� RI� WKHVH
HQWUDQWV²0LUDPD[�E\�'LVQH\�LQ�������1HZ�/LQH�E\�7XUQHU�LQ�������ZKLFK
ZDV�LQ�WXUQ�DFTXLUHG�E\�7LPH�:DUQHU�LQ�������DQG�'UHDP:RUNV�E\�9LDFRP
LQ� ������ 7KH� ODWWHU� IDFWRU� LV� UHIOHFWHG� LQ� WKH� DPRXQW� RI� PDUNHW� VKDUH� WKDW
FKDQJHV�KDQGV�DPRQJ�WKH�PDMRUV��$V�LQ�PXVLF��WKH�WHQGHQF\�WR�EX\�EDFN�ORVW
VKDUH�UHVXOWV�LQ�LQGXVWU\�GDWD�WKDW�XQGHUVWDWHV�WKH�LQWHQVLW\�RI�FRPSHWLWLRQ�
7DEOH� ���� SUHVHQWV� UHODWLYH� 1RUWK� $PHULFDQ� PDUNHW� VKDUHV� IRU� WKH� VL[

PDMRUV� LQ� ������ ������ DQG� ������ 2Q� DYHUDJH�� URXJKO\� �� SHUFHQW� RI� WKH
PDMRUV¶� RYHUDOO� PDUNHW� VKDUH� FKDQJHG� KDQGV� EHWZHHQ� WKHVH� \HDUV�� )RU
H[DPSOH��&ROXPELD��6RQ\��ZHQW�IURP����SHUFHQW�RI�8�6��&DQDGD�ER[�RIILFH
LQ������WR����SHUFHQW�LQ������DQG�EDFN�WR����SHUFHQW�LQ�������7KH�UHVXOWV�RI
WKLV� FRPSHWLWLRQ� DUH� HYLGHQW� LQ� WKH� KLVWRU\� RI� WKH� ILOP� EXVLQHVV� WKDW� ZH
GHVFULEHG�HDUOLHU��7KH�JUHDW�UHFHQW�UHYHQXH�EHQHILWV�RI�PDQ\�QHZ�FKDQQHOV�RI
GLVWULEXWLRQ²FDEOH�� VDWHOOLWH�� SD\�SHU�YLHZ�� '9'V�� DQG� HQKDQFHG
LQWHUQDWLRQDO� RSSRUWXQLWLHV²KDYH� EHHQ� FRPSOHWHO\� RIIVHW� E\� KLJKHU� ILOP
SURGXFWLRQ�DQG�PDUNHWLQJ�FRVWV�DQG�WKH�FRVWV�RI�PRUH�ILOPV�UHOHDVHG��7KH�NH\
WR�SURILWDELOLW\�LQ�WKLV�HQYLURQPHQW�KDV�QRW�EHHQ�FUHDWLYLW\��EXW�WKH�H[HUFLVH�RI
FDUHIXO�FRVW�FRQWUROV�LQ�SURGXFWLRQ�DQG�WKH�HQHUJHWLF�H[SORLWDWLRQ�RI�H[LVWLQJ
ILOP�OLEUDULHV��7KLV�DFFRXQWV�IRU� WKH�KLJKHU�SURILWDELOLW\�RI�0*0²DOWKRXJK
DV�D�UHVXOW�LW�IHOO�IURP�WKH�UDQNV�RI�WKH�UHFRJQL]HG�PDMRUV²DQG�)R[�6WXGLRV�



7$%/(� ����0RYLH�0DMRUV�0DUNHW�6KDUH��8�6��DQG�&DQDGD���

%22.6

7KH� FRQVXPHU� SXEOLVKLQJ� VHJPHQW� WKDW� SURGXFHV� WKH� ODWHVW� -RKQ� *ULVKDP
EHVWVHOOHU� LV� NQRZQ� DV� ³WUDGH�´� 7UDGH� ERRN� SXEOLVKLQJ� LQFOXGHV� SDSHU� DQG
KDUGEDFN�ERRNV�VROG�WR�DGXOWV�DQG�WR�FKLOGUHQ��7UDGH�ERRN�SXEOLVKLQJ�KDV�DQ
LQGXVWU\�SURILOH�VLPLODU�WR�PXVLF�DQG�PRYLHV��2YHU�WKH�ODVW�VHYHUDO�GHFDGHV
WKH�LQGXVWU\�KDV�KDG�PRVWO\�DQHPLF�UHWXUQV��2I�WKH�WRS�ILYH�SXEOLVKHUV�LQ�WKH
8QLWHG� 6WDWHV�� GDWD� ZDV� GHFLSKHUDEOH� IRU� IRXU�� ZKLFK� RQ� DYHUDJH� KDYH
RSHUDWLQJ�PDUJLQV�XQGHU����SHUFHQW�DQG�UHWXUQV�RQ�FDSLWDO�QRW�PXFK�EHWWHU���
7KH�EULJKWHVW�SHUIRUPHU�LQ�WKLV�JURXS�DSSHDUV�WR�EH�+DUSHU&ROOLQV��RZQHG�E\
1HZV� &RUS��� WKH� FRUSRUDWH� RZQHU� RI� )R[²ZKLFK� DOVR� FRQVLVWHQWO\



RXWSHUIRUPV�LWV�PRYLH�VWXGLR�SHHUV��(YHQ�+DUSHU��KRZHYHU��KDV�EHHQ�XQDEOH
WR�DFKLHYH�SURILW�PDUJLQV�RI�JUHDWHU�WKDQ����SHUFHQW�
7KH� WUDGH� ERRN� SXEOLVKHUV� PD\� EH� LQ� D� YHU\� VORZ�JURZLQJ� EXVLQHVV�

HYLGHQFHG�E\�WKH�IODW�RU�IDOOLQJ�VDOHV��EXW� WKH\�DUH�GRLQJ�WKH�EHVW�ZLWK�ZKDW
WKH\¶YH�JRW��7KH\¶YH�FRQVLVWHQWO\�NHSW�SULFHV�XS��VR�WKDW�WKH�UHYHQXH�JURZWK
LV�GRXEOH�WKH�XQLW�JURZWK��)RU�H[DPSOH��IRU�WKH�VDPH�SHULRG��ORRNLQJ�DW�DGXOW
KDUGEDFN�DQG�WUDGH�SDSHU�VDOHV��XQLWV�KDYH�JURZQ�RQO\�����SHUFHQW�SHU�\HDU�
ZKLOH�UHYHQXH�KDV�JURZQ�����SHUFHQW����%XW�ZKHQ�DOO� LV�VDLG�DQG�GRQH�� WKH
RYHUDOO�PDUJLQV�DQG�UHWXUQV�IURP�WKLV�EXVLQHVV�ORRN�UHPDUNDEO\�OLNH�WKRVH�RI
WKH�PRYLH�DQG�PXVLF�VHFWRUV��GHVSLWH�WKH�DSSDUHQW�VWUXFWXUDO�GLIIHUHQFHV�
�
$V� GHSUHVVLQJ� DV� WKHVH� VHJPHQW� SURILOHV� DUH�� DOO� FRQWHQW� LV� QRW� HTXDO�
&RQWLQXRXV�FRQWHQW�EXVLQHVVHV��DV�FRQWUDVWHG�ZLWK�WKH�SUHGRPLQDQWO\�RQH�RII�
GLVMRLQW� FRQWHQW�EXVLQHVVHV� MXVW�SURILOHG�� DUH�PXFK�EHWWHU�EXVLQHVVHV��7R�EH
VXUH�� PXVLF�� ILOP�� DQG� ERRNV� KDYH� FRQWLQXRXV� DVSHFWV� WR� WKHLU� EXVLQHVVHV�
$URXQG�D�TXDUWHU�RI�+DUOHTXLQ�URPDQFH�QRYHOV�DUH�VROG�DV�FRQWLQXLW\�VHULHV
WKDW� DUH�PDLOHG�RXW�SHULRGLFDOO\� WR� VXEVFULELQJ� FXVWRPHUV��)LOP� VWXGLRV� DUH
UHVSRQVLEOH�IRU�D�QXPEHU�RI�ORQJ�UXQQLQJ�PRYLH�IUDQFKLVHV�RU�GUDPD�VHULHV�
VRDS� RSHUDV�� RU� JDPH� VKRZV�� (YHQ� UHFRUGHG�PXVLF� FRPSDQLHV� DUH� DEOH� WR
VHOO� VRPH� SDUW� RI� WKHLU� SURGXFW� WKURXJK� YDULRXV� RQJRLQJ� VHUYLFHV�� HLWKHU
WKURXJK� WKH�PDLO� RU� RQOLQH�� %XW� WKH� FRQWLQXRXV� DVSHFWV� RI� WKHVH� EXVLQHVVHV
UHSUHVHQW�D�WLQ\�IUDFWLRQ�RI�WKH�RYHUDOO�UHYHQXH�DQG�SURILW�RI�WKHVH�VHJPHQWV�
7KHUH� DUH� PDQ\� PHGLD� EXVLQHVVHV� ZKRVH� FRUH� FRQWHQW� FUHDWLRQ� LV

FRQWLQXRXV� LQ� QDWXUH�� 0DJD]LQHV�� QHZVSDSHUV�� FDEOH� FKDQQHOV�� GDWDEDVHV�
PRVW� SURIHVVLRQDO� SXEOLVKLQJ�� EURDGFDVW� 79� DQG� UDGLR�� WR� QDPH� D� IHZ�� DOO
KDYH� FRQWHQW� FUHDWLRQ� LQIUDVWUXFWXUH� GHVLJQHG� WR� SURGXFH� UHJXODUO\� XSGDWHG
YHUVLRQV� RI� WKH� VDPH� FRUH� SURGXFW�� 7KLV� LQIUDVWUXFWXUH� LV� W\SLFDOO\� IOH[LEOH
HQRXJK�WR�LQFRUSRUDWH�DQG�LQWHJUDWH�DGGLWLRQDO�FRQWHQW�IURP�WKLUG�SDUWLHV�LQWR
WKH�PL[��1HZVSDSHUV�DQG�PDJD]LQHV�XVH�ZLUH�VWRULHV�DQG�SKRWRV��VWULQJHUV�
DQG� FRQWUDFW� ZULWHUV�� SURIHVVLRQDO� DQG� GDWDEDVH� SXEOLVKHUV� LQWHJUDWH� WKHLU
RZQ�PDWHULDO�ZLWK�SXEOLF�DQG�RWKHU�VRXUFHV��FDEOH�FKDQQHOV�DQG�EURDGFDVWHUV
SURGXFH�WKHLU�GDLO\�OLQHXSV�IURP�D�PL[�RI�LQWHUQDOO\�SURGXFHG�DQG�SXUFKDVHG
SURJUDPPLQJ�� $V� D� UHVXOW�� FRQWLQXRXV� FRQWHQW� EXVLQHVVHV� W\SLFDOO\� KDYH� D
VLJQLILFDQW� FRPSRQHQW� RI� WKHLU� RSHUDWLRQV� LQ� WKH� SDFNDJLQJ� VLGH� RI� WKH
EXVLQHVV�DV�ZHOO�



7KH� GLIIHUHQW� QDWXUH� RI� WKHVH� FRQWLQXRXV� EXVLQHVVHV� WUDQVODWHV� LQWR� TXLWH
GLIIHUHQW�RSHUDWLQJ� VWUXFWXUHV� IURP� WKDW�RI�GLVMRLQW�FRQWHQW�EXVLQHVVHV��)LOP�
UHFRUG�� DQG� ERRN� FRPSDQLHV� HVVHQWLDOO\� VWDUW� RYHU� IURP� VFUDWFK� HDFK� WLPH
WKH\� EHJLQ� D� QHZ� SURMHFW�� 7KHUH� LV� VRPH� VKDUHG� LQIUDVWUXFWXUH� WKDW� LV� XVHG
UHSHDWHGO\��EXW� LW� LV�VR�JHQHULF�WKDW� LW�FDQ�RIWHQ�EH�HDVLO\�RXWVRXUFHG��0*0
IRU�PXFK� RI� LWV� UHFHQW� KLVWRU\� RSHUDWHG� HDVLO\�ZLWKRXW� DQ� DFWXDO� VWXGLR� ORW�
)LQGLQJ� DGHTXDWH� PXVLF� UHFRUGLQJ� IDFLOLWLHV� LV� QR� PRUH� D� FKDOOHQJH� WKDQ
JDLQLQJ� DFFHVV� WR� WKH� EDVLF� SXEOLVKLQJ� VRIWZDUH� QHHGHG� WR� WXUQ� D� KXQGUHG
WKRXVDQG�ZHOO�FRQFHLYHG�ZRUGV�LQWR�D�ERRN�
&RQWLQXRXV� FRQWHQW� EXVLQHVVHV�� E\� FRQWUDVW�� FDQ� MXVWLI\� LQYHVWLQJ� LQ� WKH

GHGLFDWHG�HTXLSPHQW�DQG�UHVRXUFHV�UHTXLUHG� WR�SURGXFH�WKDW�YHU\�SDUWLFXODU
SURGXFW�RQ�DQ�RQJRLQJ�EDVLV��2IWHQ�WKH�QDWXUH�RI�WKHVH�LQYHVWPHQWV�LV�VXFK�WKDW
WKH\� FDQQRW� EH� HDVLO\� PRGLILHG� IRU� DQRWKHU� SXUSRVH�� $� ODUJH� IRXU�FRORU
SULQWHU�GHVLJQHG�WR�SURGXFH�D�KLJK�YROXPH�GDLO\�QHZVSDSHU�FDQQRW�EH�HDVLO\
UHWURILWWHG� WR� SULPDULO\� VHUYH� RWKHU� NLQGV� RI� SULQWLQJ� MREV�� 7KH� DGYHUWLVLQJ
VDOHV� IRUFH� WKDW�KDV�EHHQ�FDOOLQJ�RQ� WKH�VDPH�FXVWRPHUV� UHJDUGLQJ� WKH�VDPH
EDVLF�SURSRVLWLRQ�IRU�\HDUV�FDQQRW�EH�HDVLO\�VZLWFKHG�RXW�HQ�PDVVH�WR�PDUNHW
VRPHWKLQJ�HOVH�
&RQWLQXRXV�FRQWHQW�EXVLQHVVHV��WKHQ��E\�WKHLU�YHU\�QDWXUH��W\SLFDOO\�HQWDLO�D

KLJKHU�IL[HG�FRVW�FRPSRQHQW��$�QHZ�HQWUDQW� LQWR�WKH�PDUNHW�FDQ�HQJDJH�LQ�D
YDULHW\�RI�VWUDWHJLHV� WR�PLWLJDWH� WKH�ILQDQFLDO�ULVNV�UHTXLUHG�WR�SXW� WKLV�IL[HG
FRVW� EDVH� LQ� SODFH�� VXFK� DV� XQGHUWDNLQJ� PDUNHW� UHVHDUFK� RU� SUHVHOOLQJ
DGYHUWLVLQJ�EDVHG�RQ�D�SURWRW\SH�RI�VRPH�VRUW��%XW�DW� WKH�HQG�RI� WKH�GD\�� LI
\RX� DUH� JRLQJ� WR� EH� LQ� WKH�EXVLQHVV�� WKH� LQYHVWPHQW�PXVW� EH�PDGH��$QG� WKH
JUHDWHU�WKH�IL[HG�FRVW�UHTXLUHPHQW��WKH�JUHDWHU�WKH�HFRQRPLHV�RI�VFDOH�DQG�WKH
JUHDWHU�WKH�EDUULHUV�WR�HQWU\��1RW�DOO�FRQWLQXRXV�FRQWHQW�EXVLQHVVHV�KDYH�KXJH
IL[HG� FRVW� HOHPHQWV�� 7KH� VHW� RI�'HDO� RU� 1R� 'HDO� SUREDEO\� GRHV� QRW� KDYH
PDQ\� RWKHU� XVHV�� EXW� ZH� GRXEW� HLWKHU� LW� RU� D� ORQJ�WHUP� FRQWUDFW� ZLWK� KRVW
+RZLH�0DQGHO� LV� YHU\� H[SHQVLYH�� 7KH� SRLQW� LV�� KRZHYHU�� WKDW� DV� D� JURXS�
FRQWLQXRXV�FRQWHQW�EXVLQHVVHV�DUH�OLNHO\�WR�KDYH�JUHDWHU�HFRQRPLHV�RI�VFDOH�
6LPLODUO\�� RQ� WKH� GHPDQG� VLGH� RI� WKH� HTXDWLRQ�� FRQWLQXRXV� FRQWHQW

EXVLQHVVHV�DUH�PRUH�OLNHO\�WR�EH�KDELW�IRUPLQJ��DOPRVW�E\�GHILQLWLRQ��$Q\RQH
ZKR� KDV� VSHQW� WLPH� RQ� WKH� SKRQH� ZLWK� D� FXVWRPHU� VHUYLFH� UHSUHVHQWDWLYH
WU\LQJ�WR�WXUQ�RII�WKH�FDEOH�VHUYLFH�NQRZV�ZHOO�WKH�SRWHQWLDO�VZLWFKLQJ�FRVWV
DVVRFLDWHG� ZLWK� FDQFHOLQJ� PRVW� VXEVFULSWLRQ�EDVHG� FRQWLQXRXV� FRQWHQW
EXVLQHVV��0RVW� ORFDO� QHZVSDSHU� VXEVFULEHUV� VXEVFULEH� XQWLO� WKH\�PRYH� RU�



PRUH�DQG�PRUH��WKH\�GLH��$QG�LQ�WKH�EXVLQHVV�RU�SURIHVVLRQDO�PHGLD�FRQWH[W
ZKHUH� WKH�GDWD�PD\�KDYH�EHHQ� LQWHJUDWHG� LQWR� WKH�RYHUDOO�ZRUN� IORZ�RI� WKH
RUJDQL]DWLRQ��WKHVH�VZLWFKLQJ�FRVWV�FDQ�EH�PRUH�WKDQ�D�PLOG�DQQR\DQFH�
7KH� LQFUHPHQWDO� FRPSHWLWLYH� DGYDQWDJHV� RI� HFRQRPLHV� RI� VFDOH� DQG

FXVWRPHU�FDSWLYLW\�SRWHQWLDOO\�HQMR\HG�E\�FRQWLQXRXV�FRQWHQW�EXVLQHVVHV�RYHU
WKHLU�VH[LHU�RQH�RII�VLVWHUV�PD\�VRXQG�OLNH�PXFK�DGR�DERXW�QRWKLQJ��$QG�WR�EH
VXUH�� WKHVH�EDUULHUV�DUH�QHLWKHU�RYHUZKHOPLQJ�QRU� LPSHUYLRXV� WR�FKDQJHV� LQ
WKH�PDUNHW�HQYLURQPHQW��%XW�WKHVH�VWUXFWXUDO�GLIIHUHQFHV�LQ�FRQWLQXRXV�FRQWHQW
EXVLQHVVHV�WUDQVODWH�LQWR�PHDQLQJIXO�GLIIHUHQFHV�LQ�SHUIRUPDQFH�
/HW¶V�WDNH�WKH�H[DPSOH�RI�FRQVXPHU�PDJD]LQHV�WDUJHWLQJ�ZRPHQ��7KLV�LV�D

VHFWRU� WKDW� RQH� PLJKW� H[SHFW� WR� KDYH� FRQIURQWHG� GUDPDWLF� FKDQJH
FRUUHVSRQGLQJ�WR�WKH�GUDPDWLF�FKDQJHV�LQ�WKH�SROLWLFDO��HFRQRPLF��DQG�VRFLDO
UROHV�RI�ZRPHQ�RYHU�SDVW�GHFDGHV��)XUWKHUPRUH��WKH�,QWHUQHW�PLJKW�KDYH�EHHQ
H[SHFWHG�WR�HDVLO\�GLVLQWHUPHGLDWH�WKHVH�WLUHG�ROG�WLWOHV�E\�DOORZLQJ�ZRPHQ
WR�JHW�WKH�LQIRUPDWLRQ�WKH\�ZDQW�ZKHQ�WKH\�ZDQW�LW�ZLWKRXW�OXJJLQJ�DURXQG�D
KHDY\�PDJD]LQH��7KH�GDWD�VXJJHVWV�VRPHWKLQJ�TXLWH�GLIIHUHQW��KRZHYHU�
7$%/(� ���� :RPHQ¶V� 6HUYLFH� 0DJD]LQHV� ����� DQG� ������ 5DQNHG� E\
&LUFXODWLRQ���



:H� ORRNHG� DW� ZRPHQ¶V� PDJD]LQHV� WKDW� KDYH� WUDGLWLRQDOO\� EHHQ� FDOOHG
³ZRPHQ¶V� VHUYLFH´� RU� ³ZRPHQ¶V� OLIHVW\OH�´� 7KHVH� DUH� JHQHUDOO\� PRQWKO\
PDJD]LQHV� WKDW� FRYHU� D� EURDG� DUUD\� RI�ZRPHQ¶V� LQWHUHVWV�� LQFOXGLQJ� IDPLO\
DQG�UHODWLRQVKLSV��KRPH�GHFRUDWLQJ��UHFLSHV��DQG�KHDOWK�LVVXHV��$OWKRXJK�HDFK
WLWOH�VSHFLDOL]HV� LQ�D�SDUWLFXODU�DJH�GHPRJUDSKLF�� WKH\�DOO�KDYH�YHU\�VLPLODU
FRQWHQW�� ,Q� ������ WKHUH� ZHUH� ILIW\�WKUHH� WLWOHV� �ZLWK� FLUFXODWLRQV� RYHU� WZR
KXQGUHG� WKRXVDQG� DQG� WKDW� DFFHSWHG� DGYHUWLVLQJ�� WKDW� ZH� LGHQWLILHG� DV
FRYHULQJ�ZRPHQ¶V� VHUYLFH�DQG� OLIHVW\OH� WRSLFV��%\�HDUO\�������RQH�WKLUG�RI
WKRVH�LGHQWLILHG�KDG�VWRSSHG�SXEOLVKLQJ��DQG�VHYHQ�QHZ�RQHV�KDG�HQWHUHG�WKH
UDQNV��6R�RQ�WKH�VXUIDFH��WKHUH�VHHPV�WR�EH�D�ORW�RI�SURGXFW�PRYHPHQW�LQ�WKLV
FDWHJRU\²EXW� LW� LV� UHDOO\� RQO\� RQ� WKH� PDUJLQV�� ,Q� H[DPLQLQJ� WKH� FDWHJRU\
OHDGHUV�� WKH� WRS� ILYH� ODUJHVW�FLUFXODWLRQ� WLWOHV� DUH� WKH� VDPH� LQ� ����� DV� WKH\
ZHUH�LQ�������$QG�RI�WKH�WRS�WHQ��QLQH�DUH�WKH�VDPH�
:KDW�LV�PRVW�VWULNLQJ�LQ�WKLV�OLVW�LV�QRW�RQO\�WKH�WHQ�\HDU�VWDELOLW\��EXW�KRZ

UHDOO\� ROG� WKH� SURGXFWV� LQ� WKLV� FDWHJRU\� DUH�� 2I� WKH� PDJD]LQHV� LQ� WKH� WRS
ILIWHHQ�� ��� SHUFHQW� ZHUH� IRXQGHG� LQ� WKH� QLQHWHHQWK� FHQWXU\� DQG� DQRWKHU� ��
SHUFHQW�EHIRUH�������7KH�VKDUH�VWDELOLW\�DPRQJ�WKH�WRS�ILIWHHQ�DUH�VWULNLQJ�DV
ZHOO��(YHQ�ZLWK�WKH�DGGLWLRQV�RI�WKH�QHZ�WLWOHV�2SUDK�DQG�5HDO�6LPSOH��RYHU
WKH� WHQ�\HDU� SHULRG�� WKH� FLUFXODWLRQ� VKDUH� VKLIWV� RQO\� ���� SHUFHQW� DPRQJ� WKH
OHDGHUV�
%XW� ZKDW� DERXW� SURILWDELOLW\"� 6XUHO\� LQ� WKH� QHZ� GLJLWDO� ZRUOG�� ZLWK

HYHU\RQH� DEOH� WR� *RRJOH� PXOWLSOH� VRXUFHV� RI� LQIRUPDWLRQ� RQ� D� WRSLF� RI
LQWHUHVW�DQG�GR]HQV�RI� LQGHSHQGHQW�VLWHV� WDUJHWLQJ�ZRPHQ²IURP�L9LOODJH� WR
'DLO\�&DQG\²ZRPHQ¶V�PDJD]LQH�SXEOLVKHUV�PXVW�EH�EOHHGLQJ�UHG� LQN��1RW
DW� DOO�� 0HUHGLWK�� D� SXEOLF� FRPSDQ\� WKDW� SXEOLVKHV� WKUHH� RI� WKH� WRS� ILYH
ZRPHQ¶V� VHUYLFH� PDJD]LQHV�� EUHDNV� RXW� WKH� SURILWDELOLW\� RI� LWV� SXEOLVKLQJ
GLYLVLRQ�� 7KHVH� PDJD]LQHV� FRQWLQXH� WR� VKRZ� KLJKHU� DQG� PRUH� FRQVLVWHQW
SURILWDELOLW\�WKDQ�HYHQ�WKH�EHVW�UXQ�FRPSDQ\�LQ�PRYLHV��PXVLF��RU�ERRNV�
6R� ZKDW� LV� JRLQJ� RQ"� 7KH� SXEOLVKHUV� DQG� HGLWRUV� RI� WKHVH� ZRPHQ¶V

SXEOLFDWLRQV�KDYH�FOHDUO\�XQGHUVWRRG�FXVWRPHU�FDSWLYLW\��:RPHQ�EX\LQJ�WKHVH
SXEOLFDWLRQV��HYHU\�PRQWK�RU�LQ�\HDUO\�VXEVFULSWLRQV��PDNH�D�VPDOO�GHFLVLRQ
RQ�D�FRQWLQXRXV�EDVLV��7KH\�DUH�KRRNHG�RQ�WKH�NLQG�RI�LQIRUPDWLRQ�DQG�RQ�WKH
GHOLYHU\� WKURXJK� JORVV\� SDSHU� ZLWK� WH[W� DQG� ORWV� RI� LOOXVWUDWLRQV�� 7KH
PDQDJHPHQWV�RI�WKHVH�YHU\�VXFFHVVIXO�PDJD]LQHV�SD\�PLQXWH�DWWHQWLRQ�WR�ZKDW
DSSHDOV�WR�LQGLYLGXDO�VHJPHQWV�RI�WKHLU�UHDGHUV�E\�FDUHIXOO\�WUDFNLQJ�GDWD�DQG
UHLQIRUFLQJ�WKDW�ERQG�ZLWK�UHDGHUV�DFFRUGLQJO\��7KH�EHVW�SXEOLVKHUV�FDQ�WHOO



\RX� KRZ� PDQ\� LVVXHV� VXEVFULEHUV� UHDG� E\� DJH� UDQJH� RU� WKH� DSSHDO� RI� D
SDUWLFXODU�GLUHFW�PDLO�SLHFH�WR�SRWHQWLDO�UHDGHUV�LQ�D�VLQJOH�VWDWH�RU�KRZ�PDQ\
SULQW�UHDGHUV�XVH�WKHLU�:HE�VLWHV�
7$%/(� ����0HUHGLWK�3HUIRUPDQFH����������

6RXUFH��&RPSDQ\�ILQDQFLDOV��ILVFDO�\HDUV�HQGLQJ�-XQH����
7KLV� LV� QRW� WR� VXJJHVW� WKDW� WKHVH�EXVLQHVVHV� DUH� LPSHUYLRXV� WR� WKH� WKUHDWV

SRVHG� E\� GLJLWDO� GLVWULEXWLRQ�� DQG� WKHUH� DUH� VLJQV� RI� WURXEOH� LQ� WKH� UHFHQW
PDUJLQ� DQG� UHWXUQV� WUHQGV�� %XW� FRQWLQXRXV� FRQWHQW� EXVLQHVVHV� KDYH� WRROV� DW
WKHLU� GLVSRVDO� WR� SURWHFW� WKHLU� IUDQFKLVHV� XQDYDLODEOH� WR� GLVFUHWH� FRQWHQW
EXVLQHVVHV��7KH�ORQJ�VWDQGLQJ�UHODWLRQVKLS�ZLWK�WKHLU�UHDGHU�EDVH�ERWK�PDNHV
WKDW� EDVH� OHVV� OLNHO\� WR�PRYH� DQG� DUPV� WKH� SXEOLVKHU�ZLWK� LQIRUPDWLRQ� WKDW
HQVXUHV� WKDW� WKH�PDJD]LQHV� UHPDLQ� UHOHYDQW� WR�JHQHUDWLRQV�RI� UHDGHUV�DQG� WR
WKH� DGYHUWLVHUV� ZKR� ZDQW� WR� UHDFK� WKHP�� 6RPH� RI� WKLV� LQIRUPDWLRQ� DQG
OHDUQLQJ�LV�WUDQVIHUDEOH�DPRQJ�SXEOLFDWLRQV�ZLWKLQ�WKH�VDPH�FRPSDQ\��DQG�ZH
VHH� RZQHUVKLS� RI� WKHVH� SXEOLFDWLRQV� FRQFHQWUDWHG� DPRQJ� ILYH� FRPSDQLHV
�0HUHGLWK�� +HDUVW�� 7LPH�� &RQGp� 1DVW�� DQG� +DFKHWWH��� %XW� LQ� WKH� HQG�� D
FXVWRPHU¶V�OR\DOW\�LV�WR�D�SDUWLFXODU�WLWOH��DQG�LW�LV�D�NLQG�RI�DOFKHP\�WKDW�LQ
VRPH�FDVHV�KDV�WDNHQ�PRUH�WKDQ�D�KXQGUHG�\HDUV�WR�SHUIHFW�


