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Ø-RQDWKDQ�.QHH�GHOLYHUV�D�SUHFLVH��LUUHYHUHQW��DQG�LQIRUPDWLYH�GLDJQRVLV�RI�%LJ�7HFK�

7KH�3ODWIRUP�'HOXVLRQ� H[SODLQV�ZK\� WKH� ODUJHVW� FRPSDQLHV� VXFFHHG�� LQFOXGLQJ�ZK\

ZH�FRQVXPHUV�OHW�WKHP�UXQ�DPXFN��5HTXLUHG�UHDGLQJ�Ù

Ô6XGKLU�9HQNDWHVK��DXWKRU�RI�*DQJ�/HDGHU�IRU�D�'D\�DQG�:LOOLDP�%��5DQVIRUG

3URIHVVRU�RI�6RFLRORJ\�DW�&ROXPELD�8QLYHUVLW\

Ø.QHHÖV� ERRN� LV� DQ� LQYDOXDEOH� JXLGH� IRU� DQ\RQH� WU\LQJ� WR� XQGHUVWDQG� KRZ� WKH

SODWIRUP� HFRQRP\� ZRUNV�� +LV� FULWLFDO� OHQV� XQFRYHUV� RIWHQ� RYHUORRNHG� DVSHFWV� RI

SODWIRUPV��'HILQLWHO\�D�PXVW�UHDG�Ù

Ô%UDGOH\�7XVN��FRIRXQGHU�DQG�PDQDJLQJ�SDUWQHU��7XVN�9HQWXUHV

Ø7KH�&(2V�RI�WKH�WHFK�JLDQWV�NQRZ�ZKHUH�WKHLU�FRPSHWLWLYH�DGYDQWDJHV�UHDOO\�FRPH

IURPÔEXW�WKH\ÖUH�QRW�WHOOLQJ��-RQDWKDQ�.QHH�GHEXQNV�WKH�FRQYHQWLRQDO�ZLVGRP�DQG

H[SODLQV�KRZ�WKHVH�FRPSDQLHV�GRPLQDWH�Ù

Ô*HRII�&ROYLQ��EHVWVHOOLQJ�DXWKRU�RI�7DOHQW�,V�2YHUUDWHG�DQG�VHQLRU�HGLWRU�

)RUWXQH

Ø-RQDWKDQ� .QHH� KDV� FUHDWHG� WKH� HVVHQWLDO� IUDPHZRUN� WR� DQDO\]H� GLJLWDO� SODWIRUPV�

,QGLVSHQVDEOH�� HQWHUWDLQLQJ� UHDGLQJ� IRU� DQ\RQH� LQWHUHVWHG� LQ� KRZ� WKHVH� EXVLQHVVHV

ZRUN�DQG�FUHDWH�YDOXH�Ù

Ô-HUHP\�*��3KLOLSV��JHQHUDO�SDUWQHU��6SDUN�&DSLWDO�

Ø7KRXJKW�SURYRNLQJ�DQG�FRXQWHULQWXLWLYH��-RQDWKDQ�.QHHÖV�7KH�3ODWIRUP�'HOXVLRQ�LV

D�PXVW�UHDG�IRU�DQ\RQH�LQWHUHVWHG�LQ�WKH�VHFUHWV�RI�VXFFHVVIXO�WHFKQRORJ\�EXVLQHVVHV�Ù

Ô$OH[�.DQWURZLW]��DXWKRU�RI�$OZD\V�'D\�2QH�DQG�IRXQGHU�RI�%LJ�7HFKQRORJ\

Ø$V� XVXDO�� -RQDWKDQ�.QHH� KDV�ZULWWHQ�ZLWK� XQLTXH� LQVLJKW� DQG� FODULW\� RQ� QHWZRUN

HIIHFWV�DQG�SODWIRUP�HFRQRPLFV��$Q\RQH�LQWHUHVWHG�LQ�VHSDUDWLQJ�P\WKV�IURP�UHDOLW\

LQ� WKHVH� DUHDV� ZKHWKHU� IRU� EXVLQHVV� RU� LQYHVWPHQW� SXUSRVHV� ZLOO� ILQG� WKLV� ERRN

HVVHQWLDO�Ù

Ô%UXFH�*UHHQZDOG��+HLOEUXQQ�3URIHVVRU�RI�)LQDQFH��&ROXPELD�%XVLQHVV�6FKRRO�

DQG�DXWKRU�RI�9DOXH�,QYHVWLQJ��)URP�*UDKDP�WR�%XIIHW�DQG�%H\RQG�

Ø.QHH� LV�D� WDOHQWHG�DQG�HQJDJLQJ�ZULWHU��$JUHH�ZLWK�KLP�RU�QRW�RQ�GLJLWDO�EXVLQHVV

PRGHOV��KH�GRHVQÖW�MXVW�DFFHSW�FRPPRQO\�KHOG�DVVXPSWLRQV�EXW�HQFRXUDJHV�WKH�W\SH

RI�FULWLFDO�WKLQNLQJ�WKDW�LV�VR�LPSRUWDQW�IRU�ERWK�SROLF\�PDNHUV�DQG�LQYHVWRUV�Ù

Ô-XVWLQ�0X]LQLFK��IRUPHU�'HSXW\�6HFUHWDU\�RI�WKH�8�6��7UHDVXU\



Ø$Q\RQH� FRPSHWLQJ� LQ� RU� LQYHVWLQJ� LQ� WKH� GLJLWDO� HFRQRP\� VKRXOG� UHDG� -RQDWKDQ

.QHHÖV�7KH�3ODWIRUP�'HOXVLRQ��.QHH� ORRNV� LQVLJKWIXOO\� LQWR� WKH� EXVLQHVV�PRGHOV� RI

VXFK� WHFK� VWDUV� DV� )DFHERRN�� 1HWIOL[�� *RRJOH�� $PD]RQ�� $SSOH� DQG� $LUEQE�

RYHUWXUQLQJ�FRQYHQWLRQDO�ZLVGRP�DQG�GHOLYHULQJ�YDOXDEOH�OHVVRQV�IRU�ELJ�FRPSDQLHV

DV�ZHOO�DV�VWDUW�XSV�Ù

Ô6WHYH�6ZDUW]��SUHVLGHQW�DQG�&(2��+HDUVW

Ø,I� \RX� LQYHVW� LQ� D� GLJLWDO� SODWIRUP�� ZRUN� IRU� RQH� RI� WKHP�� RU� FRPSHWH� ZLWK� WKH

SODWIRUPV��VR�WKDWÖV�HYHU\ERG\��\RX�QHHG�WR�UHDG�WKLV�ERRN��<RX�ZLOO�XQGHUVWDQG�KRZ

WKH�SODWIRUPV�JRW�ZKHUH�WKH\�DUH�DQG�ZKHUH�WKH\ÖUH�JRLQJ��ZKLFK�QHZ�GLJLWDO�GDUOLQJV

ZLOO� VXFFHHG�RU� IDLO��DQG�ZK\��$�EULOOLDQW�� LQGLVSHQVDEOH�ELEOH�QRW�RQO\� IRU� WKRVH� LQ

ÕSODWIRUPÖ�EXVLQHVVHV��EXW�DOVR�IRU�WKRVH�LQ�DOO�EXVLQHVVHV�Ù

Ô-HII�%HZNHV��IRUPHU�FKDLUPDQ�DQG�&(2��7LPH�:DUQHU

Ø7KH�WHUP�ÕSODWIRUPÖ�KDV�EHFRPH�RQH�RI�WKH�PRVW�RYHUXVHG�WHUPV�LQ�WKH�WHFK�ZRUOG�

7KLV�ERRN� LV�D�EULOOLDQW�DQG�SUDFWLFDO�H[DPLQDWLRQ�RI�ZKDW�D�SODWIRUP�UHDOO\� LV�DQG

ZK\�LW�PDWWHUV�IRU�VXFFHVV�LQ�WHFK�Ù

Ô'HYHQ�3DUHNK��PDQDJLQJ�GLUHFWRU��,QVLJKW�3DUWQHUV

Ø.QHH� RXWOLQHV� ZKDW� WUXO\� VHWV� GLJLWDO� ZLQQHUV� DSDUW� E\� UHWXUQLQJ� WR� WKH

IXQGDPHQWDOV�� $� SRZHUIXO� UHPLQGHU� WKDW� WKH� SULQFLSOHV� RI� FRPSHWLWLYH� DGYDQWDJH

HQGXUH�HYHQ�LQ�GLJLWDO�HQYLURQPHQWV�Ù

Ô%LOO�)RUG��FKDLUPDQ�DQG�&(2��*HQHUDO�$WODQWLF

Ø$Q� LPSUHVVLYH� ERRN� WKDW� GLJV� XQGHU� FRQYHQWLRQDO� ZLVGRP� DERXW� WKH� GLJLWDO

HFRQRP\� DQG� DGGUHVVHV� LWV� XQSUHFHGHQWHG� FRPSOH[LW\�� ZLWK� HVVHQWLDO� LQVLJKWV� IRU

EXVLQHVV�OHDGHUV�DQG�SROLF\�PDNHUV��7KH�3ODWIRUP�'HOXVLRQ�LV�WLPHO\��LPSRUWDQW��DQG

LOOXPLQDWLQJ�Ù

Ô-XOLXV�*HQDFKRZVNL��PDQDJLQJ�GLUHFWRU��&DUO\OH��DQG�IRUPHU�FKDLU��)HGHUDO

&RPPXQLFDWLRQV�&RPPLVVLRQ

Ø-RQDWKDQ� .QHH� KDV� GRQH� D� JUHDW� VHUYLFH� WR� PDQDJHUV�� LQYHVWRUV�� UHJXODWRUV�� DQG

VWXGHQWV�E\�FXWWLQJ�DZD\�DOO�WKH�IDQFLIXO�WKLQNLQJ�DERXW�SODWIRUP�FRPSDQLHV�DQG�E\

VKRZLQJ� KRZ� WKH� VWDQGDUG� WRROV� RI� FRPSHWLWLYH� DQDO\VLV� DSSO\� HIIHFWLYHO\� WR� OHW� XV

XQGHUVWDQG�WKHVH�EXVLQHVVHV�Ù

Ô-RKQ�5REHUWV��-RKQ��+��6FXOO\�3URIHVVRU�RI�(FRQRPLFV�DQG�6WUDWHJLF

0DQDJHPHQW�(PHULWXV��6WDQIRUG�*UDGXDWH�6FKRRO�RI�%XVLQHVV�DQG�DXWKRU�RI�7KH

0RGHUQ�)LUP
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7KH�$FFLGHQWDO�,QYHVWPHQW�%DQNHU��,QVLGH�WKH�'HFDGH�7KDW�7UDQVIRUPHG�:DOO�6WUHHW

7KH�&XUVH�RI�WKH�0RJXO��:KDWÕV�:URQJ�ZLWK�WKH�:RUOGÕV�/HDGLQJ�0HGLD�&RPSDQLHV

�ZLWK�%UXFH�*UHHQZDOG�DQG�$YD�6HDYH�

&ODVV�&ORZQV��+RZ�WKH�6PDUWHVW�,QYHVWRUV�/RVW�%LOOLRQV�LQ�(GXFDWLRQ







3RUWIROLR���3HQJXLQ

$Q�LPSULQW�RI�3HQJXLQ�5DQGRP�+RXVH�//&

SHQJXLQUDQGRPKRXVH�FRP

&RS\ULJKW�j������E\�-RQDWKDQ�$��.QHH

3HQJXLQ�VXSSRUWV�FRS\ULJKW��&RS\ULJKW�IXHOV�FUHDWLYLW\��HQFRXUDJHV�GLYHUVH�YRLFHV��SURPRWHV�IUHH�VSHHFK��DQG

FUHDWHV�D�YLEUDQW�FXOWXUH��7KDQN�\RX�IRU�EX\LQJ�DQ�DXWKRUL]HG�HGLWLRQ�RI�WKLV�ERRN�DQG�IRU�FRPSO\LQJ�ZLWK

FRS\ULJKW�ODZV�E\�QRW�UHSURGXFLQJ��VFDQQLQJ��RU�GLVWULEXWLQJ�DQ\�SDUW�RI�LW�LQ�DQ\�IRUP�ZLWKRXW�SHUPLVVLRQ��<RX

DUH�VXSSRUWLQJ�ZULWHUV�DQG�DOORZLQJ�3HQJXLQ�WR�FRQWLQXH�WR�SXEOLVK�ERRNV�IRU�HYHU\�UHDGHU�

/LEUDU\�RI�&RQJUHVV�&DWDORJLQJ�LQ�3XEOLFDWLRQ�'DWD

1DPHV��.QHH��-RQDWKDQ�$���DXWKRU�

7LWOH��7KH�SODWIRUP�GHOXVLRQ���ZKR�ZLQV�DQG�ZKR�ORVHV�LQ�WKH�DJH�RI�WHFK�WLWDQV���-RQDWKDQ�$��.QHH�

'HVFULSWLRQ���VW�(GLWLRQ��_�1HZ�<RUN���3RUWIROLR���3HQJXLQ��������_�,QFOXGHV�LQGH[�

,GHQWLILHUV��/&&1�������������SULQW��_�/&&1�������������HERRN��_�,6%1����������������KDUGFRYHU��_�,6%1

���������������HERRN�

6XEMHFWV��/&6+��6XFFHVV�LQ�EXVLQHVV��_�(QWUHSUHQHXUVKLS��_�(OHFWURQLF�FRPPHUFH��_�,QWHUQHW�PDUNHWLQJÔ

0DQDJHPHQW��_�,QGXVWULDO�PDQDJHPHQW��_�&RPSHWLWLRQ�

&ODVVLILFDWLRQ��/&&�+)������.���������SULQW��_�/&&�+)������HERRN��_�''&����ÔGF��

/&�UHFRUG�DYDLODEOH�DW�KWWSV���OFFQ�ORF�JRY�����������

/&�HERRN�UHFRUG�DYDLODEOH�DW�KWWSV���OFFQ�ORF�JRY�����������

&RYHU�GHVLJQ��%ULDQ�/HPXV

&RYHU�LPDJH��7RKH\�.+5���6KXWWHUVWRFN
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,Q�PHPRU\�RI�P\�EHORYHG�PRWKHU��5RNNL�.QHH�&DUU��D�IRUFH�RI�QDWXUH
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$OVR�E\�-RQDWKDQ�$��.QHH� ��

7LWOH�3DJH� ��

&RS\ULJKW� ��

'HGLFDWLRQ� ��

&RQWHQWV� ��

,QWURGXFWLRQ� ��

3DUW�,��'LJLWDO�$GYDQWDJH�DQG�?GLVDGYDQWDJH� ��

���7KH�)RXU�3LOODUV�RI�WKH�3ODWIRUP�'HOXVLRQ� ��

���1HWZRUN�'HIHFWV��6FDOH�LQ�WKH�'LJLWDO�(UD� ��

���,W�7DNHV�D�9LOODJH��7KH�6RXUFHV�RI�'LJLWDO�&RPSHWLWLYH

$GYDQWDJH�
��

3DUW�,,��,Q�WKH�/DQG�RI�WKH�*LDQWV� ��

���)DFHERRN��7KH�8OWLPDWH�1HWZRUN� ��

���$PD]RQ��&DQ�<RX�+DYH�7RR�0XFK�RI�D�*RRG�7KLQJ"� ���

���$SSOH��:KDWÖV�DW�WKH�&RUH"� ���

���1HWIOL[��&RQWHQW�:DV�1HYHU�.LQJ�DQG�6WLOO�,VQÖW� ���

���*RRJOH��/HWWHU�3HUIHFW�$OSKDEHW� ���

3DUW�,,,��,Q�WKH�6KDGRZ�RI�WKH�*LDQWV� ���

���(�&RPPHUFH��,I�$PD]RQ�,V�WKH�(YHU\WKLQJ�6WRUH��:KDWÖV

/HIW�WR�6HOO"�
���

����)O\�0H�WR�WKH�0RRQ��:KR�0DNHV�0RQH\�:KHQ�$LU

7UDYHO�*RHV�'LJLWDO"�
���

����Ø7R�7UDYHO�,V�WR�/LYH�Ù���+RZ�3ULFHOLQH�%HFDPH�:RUWK

�����%LOOLRQ�
���

&217(176



����,WÖV�1LFH�WR�6KDUH��6RPHWLPHV��:K\�$LUEQE�:LOO�$OZD\V

%H�D�%HWWHU�%XVLQHVV�7KDQ�8EHU

���

����0DG�0HQ��6DG�0HQ��$GYHUWLVLQJ�DQG�$GWHFK�0HHW�WKH

,QWHUQHW�
���

����%LJ�'DWD�DQG�$UWLILFLDO�,QWHOOLJHQFH��:KHQ�7KH\�0DWWHU

DQG�:KHQ�7KH\�'RQÖW�
���

6WDUW�8S�)HYHU��,V�,W�D�&XUH�RU�D�'LVHDVH"� ���

$FNQRZOHGJPHQWV� ���

1RWHV� ���

,QGH[� ���

$ERXW�WKH�$XWKRU� ���
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7+(�3/$7)2506�$5(�7$.,1*�29(5�WKH�ZRUOG��+LGH�WKH�FKLOGUHQ��7DNH�RQO\

ZKDW�\RX�FDQ�FDUU\�ZLWK�\RX�

7KHLU�GRPLQDQFH� LV� LQHYLWDEOH��5HVLVWDQFH� LV� IXWLOH��7KRVH�ZKR�GR

QRW�FDSLWXODWH�ZLOO�EH�UHOHJDWHG�WR�WKH�ERWWRP�UXQJ�RI�RXU�LQFUHDVLQJO\

VWUDWLILHG�HFRQRP\�

7KH�UXOHUV�RI�WKLV�QHZ�JOREDO�RUGHU�DUH�WKH�HDUO\�SODWIRUP�LQYHVWRUV

DQG�WKH�YLVLRQDU\�HQWUHSUHQHXUV�WKH\�EDFN��7KRVH�ZKR�MRLQ�WKHP�KDYH

D�FKDQFH�RI�VXUYLYDO��$OO�WKH�UHVW�DUH�FROODWHUDO�GDPDJH�

7KHUH�LV�PXFK�WR�FRPPHQG�WKLV�QDUUDWLYH�

,Q� LQGXVWU\� DIWHU� LQGXVWU\�� WKLV� QHZ� EUHHG� RI� VR�FDOOHG� SODWIRUP

FRPSDQLHV� DUH� VXFNLQJ� DOO� WKH� YDOXH�� UHWXUQV�� DQG� JURZWK� RXW� RI� WKH

FRPSDQLHV�WKDW�DFWXDOO\�GR�WKLQJV�

$� VOLGH� SUHVHQWHG� DW� DQ� ,%0� IRU� (QWUHSUHQHXUV� HYHQW� LQ� ����

SHUIHFWO\�FDSWXUHG�WKLV�]HLWJHLVW�DQG�LPPHGLDWHO\�ZHQW�YLUDO��8QGHU�WKH

KHDGLQJ� Ø7KH� 'LJLWDO� 'LVUXSWLRQ� +DV� $OUHDG\� +DSSHQHG�Ù� ,%0ÖV

OHDGLQJ�H[HFXWLYH�IRU�VWDUW�XSV�VKDUHG�D�OLVW�RI�HLJKW�PDVVLYH�VHFWRUV�RI

WKH�HFRQRP\�WKDW�KDYH�FRPH�WR�EH�GRPLQDWHG�E\�SODWIRUPV���$�SKRWR

RI� WKH� VOLGH� FRQWLQXHV� WR� FLUFXODWH� ZLGHO\� RQOLQH� WRGD\�� DQG� VOLJKWO\

PRGLILHG� YHUVLRQV� KDYH� EHHQ� H[WHQVLYHO\� DSSURSULDWHG� E\� WHFKQRORJ\

EDQNHUV� DQG� FRQVXOWDQWV� WU\LQJ� WR� VKRFN� SRWHQWLDO� FOLHQWV� LQWR

HQJDJHPHQW�
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)LJXUH�,QWUR��

6RXUFH��KWWS���YUZRUOG�FRP������������LEP�GLVUXSWLRQ�KDV�DOUHDG\�KDSSHQHG

7KHVH� VXFFXEXV� HQWHUSULVHV� RIWHQ� OXOO� JURZWK�VWDUYHG� LQFXPEHQW

FRPSHWLWRUV�LQWR�FROODERUDWLRQ�WKDW�DFFHOHUDWHV�WKHLU�GHPLVH��/XUHG�E\

WKH� SURPLVH� RI� VKDULQJ� LQ� D� GLJLWDO� ERXQW\� DQG� UHFDSWXULQJ� WKHLU

FRUSRUDWH�PRMR�� WKH\� UHYHDO� WRR�PXFK�� IRUJHW�ZKR� WKH\� DUH�� DQG� DUH

UHGXFHG�WR�DQ�XQUHFRJQL]DEOH�VKDGRZ�RI�WKHLU�IRUPHU�VHOYHV�

$URXQG�������&LUFXLW�&LW\��%RUGHUV��DQG�7R\V�Ö5Ö�8V�DOO�WKRXJKW�LW

ZDV�D�JRRG�LGHD�WR�RXWVRXUFH�GLJLWDO�RUGHUV�WR�WKH�$PD]RQ�SODWIRUP�

&LUFXLW� &LW\� DQG� %RUGHUV� ILOHG� IRU� EDQNUXSWF\� LQ� ����� DQG� �����

UHVSHFWLYHO\��� ,Q�������7R\V� Ö5Ö�8V�VRXJKW� WR� WDNH�EDFN� LWV�RSHUDWLQJ

FRQWURO�� 7RR� OLWWOH�� WRR� ODWH�� /LWLJDWLRQ� DQG� D� ����� EX\RXW� E\� WKH

GHHSHVW�SRFNHWHG�SULYDWH�HTXLW\�ILUPV�IROORZHG���$IWHU�ILYH�\HDUV�LQ�WKH

FRXUWV��$PD]RQ�XOWLPDWHO\�DJUHHG�WR�SD\�7R\V�Ö5Ö�8V�DOO�RI�����PLOOLRQ

LQ� D� ØFRQILGHQWLDOÙ� VHWWOHPHQW��� 7R\V� Ö5Ö� 8V� ILOHG� IRU� EDQNUXSWF\� LQ

������

:KHQ� 1HWIOL[� ODXQFKHG� D� VWUHDPLQJ� VHUYLFH� LQ� ������ WKH

HQWHUWDLQPHQW� FRQJORPHUDWHV� HDJHUO\� VROG� LW� WKH� GLJLWDO� ULJKWV� WR� WKH

FRQWHQW� SURGXFHG� E\� WKHLU� ILOP� DQG� WHOHYLVLRQ� VWXGLRV�� YLHZLQJ� LW� DV

IRXQG�PRQH\��7KH������UHFHVVLRQ�IXUWKHU�LQFHQWLYL]HG�WKHVH�FRPSDQLHV

WR� LJQRUH� WKH� ORQJHU�WHUP� LPSOLFDWLRQV� RI� VDWLVI\LQJ� VKRUW�WHUP� SURILW

QHHGV�WKURXJK�WKH�VDOH�RI�VWUHDPLQJ�ULJKWV�

,Q� ������ -HII� %HZNHV�� WKH� ODVW� &(2� RI� DQ� LQGHSHQGHQW� 7LPH

:DUQHU��ZDV� VWLOO� GLVPLVVLYH� RI�1HWIOL[ÖV� DVSLUDWLRQV� WR� EHFRPH�PRUH
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WKDQ� D� VRXUFH� RI� H[WUD� KLJK�PDUJLQ� UHYHQXHV� IRU� WKH� HVWDEOLVKHG

VWXGLRV��+H�VFRIIHG��Ø,WÖV�D�OLWWOH�ELW�OLNH��LV�WKH�$OEDQLDQ�DUP\�JRLQJ�WR

WDNH�RYHU�WKH�ZRUOG"�,�GRQÖW�WKLQN�VR�Ù�

$�IHZ�\HDUV�ODWHU��LQ�������LQ�SDUW�WR�MXVWLI\�LWV�UHMHFWLRQ�RI�D�KRVWLOH

WDNHRYHU� ELG� E\� 5XSHUW�0XUGRFKÖV� ��VW� &HQWXU\� )R[�� 7LPH�:DUQHU

XQYHLOHG� SODQV� IRU� LWV� RZQ� +%2� VWUHDPLQJ� VHUYLFH� WR� FRPSHWH� ZLWK

1HWIOL[���$IWHU�VSHQGLQJ�KXQGUHGV�RI�PLOOLRQV�LQ�DQ�XQVXFFHVVIXO�HIIRUW

WR� EXLOG� WKH� RQOLQH� FDSDELOLW\� LQWHUQDOO\�� WKH� FRPSDQ\� KDVWLO\

RXWVRXUFHG� WKH� HIIRUW� WR�0DMRU� /HDJXH� %DVHEDOOÖV� GLJLWDO� EXVLQHVV� LQ

RUGHU�WR�DFKLHYH�LWV�SXEOLFO\�DQQRXQFHG�ODXQFK�GDWH�

%\� WKH� WLPH� 7LPH� :DUQHU� VXEVHTXHQWO\� FRPSOHWHG� D� VDOH� RI� WKH

FRPSDQ\�WR�$7	7�LQ������� WKH�YDOXH�VHFXUHG�ZDV� OHVV� WKDQ�KDOI� WKH

SXEOLF�PDUNHW�YDOXH�RI�1HWIOL[���$7	7�JDYH�XS�RQ�WKH�DVVHW�OHVV�WKDQ

WKUHH� \HDUV� ODWHU��� ,Q� ������ HYHQ� 5XSHUW� 0XUGRFK� VROG� RXW� ��VW

&HQWXU\� )R[� LQ� WKH� IDFH� RI� WKH� WUDGLWLRQDO� HQWHUWDLQPHQW� LQGXVWU\ÖV

LQFUHDVLQJO\�JORRP\�SURVSHFWV�

$Q� DFFHSWHG� QDUUDWLYH� KDV� HPHUJHG� WR� H[SODLQ� WKH� WULXPSK� RI

GLJLWDO� SODWIRUPV� RYHU� WKH� KDSOHVV� DQDORJ� EXVLQHVVHV� WUDPSOHG� E\� WKH

WHFK� WLWDQVÖ� DSSDUHQWO\� UHOHQWOHVV� PDUFK�� ,Q� WKLV� ZRUOGYLHZ�� GLJLWDO

SODWIRUPV�DUH�D�NLQG�RI�XQVWRSSDEOH�YLUXV��,QGHHG��WKH������SDQGHPLF

VHHPHG� WR� DFFHOHUDWH� LWV� VSUHDG�� 1DVGDTÔWKH� QDWXUDO� KRPH� RI� WKHVH

SODWIRUPVÔWKULYHG� ZKLOH� WKH� 1<6(� VWDJQDWHG���� 7KLV� VWRU\OLQH�

KRZHYHU�� GHVSLWH� WKH� FRPSHOOLQJ� DQHFGRWHV� WKDW� DSSHDU� WR� VXSSRUW� LW�

GRHV�QRW�KROG�XS�WR�FORVH�VFUXWLQ\��%XW�FORVH�VFUXWLQ\�LV�SUHFLVHO\�ZKDW

WKRVH�ZLWK�FOHDU�ILQDQFLDO�LQFHQWLYHV�WR�PDLQWDLQ�WKH�ILFWLRQ�KDYH�VRXJKW

WR� DYRLG�� $QG� WKH� SURPLVH� RI� D� GLJLWDO� ERQDQ]D� KDV� GLVFRXUDJHG� WKH

UHVW�RI�XV�IURP�ORRNLQJ�WRR�FORVHO\�

7KH�VLUHQ�VRQJ�RI�HDV\�PRQH\�LV�KDUG�WR�UHVLVW��,WV�VHGXFWLYH�VWUDLQV

OHDG�XV�WR�UHSODFH�ZKDW�ZH�NQRZ�WR�EH�WUXH�ZLWK�ZKDW�ZH�ZDQW�WR�EH

WUXH��,Q�WKH�DJH�RI�GLJLWDO�GLVUXSWLRQ��LW� LV�QRW�MXVW�WKH�SUROLIHUDWLRQ�RI

XQLFRUQVÔRQHWLPH�VWDUW�XSV�WKDW�VHHPLQJO\�RYHUQLJKW��DQG�VRPHWLPHV

ZLWK� OLWWOH� RU� QR� UHYHQXHV�� DFKLHYH� ELOOLRQ�GROODU� YDOXDWLRQVÔRU� WKH

LQH[RUDEOH�FOLPE�LQWR�WULOOLRQ�GROODU�WHUULWRU\�RI�WKH�ODUJHVW�WHFKQRORJ\

OHYLDWKDQV�WKDW�FDSWXUHV�RXU�DWWHQWLRQ��,W�LV�WKH�DSSDUHQW�VLPSOLFLW\�ZLWK
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ZKLFK� LW� VHHPV� WKDW� DQ\RQH� FDQ� RXWSHUIRUP� WKH� PDUNHW� E\� SODFLQJ

H[FOXVLYHO\�GLJLWDO�EHWV���

7KH�WUXWK�WKDW�LV�RIWHQ�IRUJRWWHQ�LQ�WKH�SXUVXLW�RI�LQWHUQHW�LQVSLUHG

ULFKHV�LV�WKDW�WKH�VDPH�EDVLF�LQYHVWLQJ�GLVFLSOLQHV�DSSO\�WR�GLJLWDO�DV�WR

DQDORJ� RSSRUWXQLWLHV��$Q�XQGHUVWDQGLQJ� RI� WKH� VWUXFWXUDO� FRPSHWLWLYH

DGYDQWDJHV� SUHVHQW� RU� DEVHQW� LQ� D� EXVLQHVV� LV� HVVHQWLDO� WR� DVVHVVLQJ

ZKHWKHU� LW� LV�ZRUWK� ILQDQFLQJ�DQG�DW�ZKDW�SULFH��7KH�FXUUHQW�FURS�RI

WHFK�HQDEOHG� SURPRWHUV� DUH� QRW� WKH� ILUVW� ZKR� KDYH� VRXJKW� WR� GLUHFW

DWWHQWLRQ�DZD\� IURP� IXQGDPHQWDOV� LQ� IDYRU�RI�PDJLFDO� WKLQNLQJ��7KH

PHGLD�PRJXOV�RI�\RUH�UHYHOHG�LQ�FRQYLQFLQJ�LQYHVWRUV�IRU�D�JHQHUDWLRQ

RI�WKHLU�P\VWLFDO�VNLOOV�LQ�PDQDJLQJ�WDOHQW�DQG�SLFNLQJ�KLWV�HYHQ�DV�WKHLU

VKDUHV�FRQVLVWHQWO\�XQGHUSHUIRUPHG�

7KH�JRDO�RI�WKLV�ERRN�LV�WR�WXUQ�RII�WKH�K\SQRWLF�GLJLWDO�PXVLF�IRU�D

PRPHQW��WDNH�D�GHHS�EUHDWK��DQG�UHWXUQ�WR�ILUVW�SULQFLSOHV�WKDW�SURYLGH

WRROV�WR�GLVWLQJXLVK�WKH�UHVLOLHQW�IURP�WKH�IUDJLOH��WKH�IUDQFKLVH�IURP�WKH

IUDXG�� $OWKRXJK� WKH� HFRQRPLF� FRQFHSWV� XQGHUO\LQJ� FRPSHWLWLYH

DGYDQWDJH�DUH�LPPXWDEOH��WKH�ZD\V�LQ�ZKLFK�VXFK�DGYDQWDJHV�DUH�OLNHO\

WR�SUHVHQW�LQ�GLJLWDO�HQYLURQPHQWV�DUH�VWULNLQJO\�GLIIHUHQW��7KHVH�DUH�WKH

ERRNÖV�IRFXV�

:KDW�,�FDOO�ØWKH�3ODWIRUP�'HOXVLRQÙ�KDV�D�GXDO�PHDQLQJ��RQH�YHU\

VSHFLILF� DQG�DQRWKHU�PRUH�JHQHUDO�� ,Q� WKH� ILUVW� FKDSWHU�� ,�GHILQH�TXLWH

SUHFLVHO\� WKH� HOHPHQWV� RI� D� SDUWLFXODU� IDOODF\� WKDW� XQGHUSLQV� WKH

V\VWHPDWLF�WHQGHQF\�WR�RYHUHVWLPDWH�WKH�SRWHQWLDO�DQG�WKH�UHVLOLHQF\�RI

D� ZLGH� UDQJH� RI� GLJLWDO� EXVLQHVVHV�� %XW� PRUH� EURDGO\�� WKH� 3ODWIRUP

'HOXVLRQ� VLJQLILHV� DQ� HQWLUH� FODVV� RI� ORRVHO\� FRQQHFWHG� ZRUGV� DQG

SKUDVHV�XVHG�WR�LPSO\�VXSHUQDWXUDO�SRZHUV�RQ�WKH�SDUW�RI�WKH�EXVLQHVV

GHVFULEHG�� 1RW� MXVW� ØSODWIRUPÙ� EXW� DOVR� ØDUWLILFLDO� LQWHOOLJHQFH�Ù

ØZLQQHU�WDNH�DOO�Ù� ØQHWZRUN� HIIHFWV�Ù� ØELJ� GDWD�Ù� DQG� RWKHU

EX]]ZRUGV�DUH�URXWLQHO\�LQYRNHG�DV�D�NLQG�RI�ØWULJJHUÙ�WR�LQVSLUH�WKH

EHOLHI�WKDW�\RX�FOHDUO\�KDYH�D�ZLQQHU�RQ�\RXU�KDQGV�DQG�WKDW�QR�IXUWKHU

FORVH�H[DPLQDWLRQ�LV�UHTXLUHG����7KH�XVH�RI�WKHVH�WHUPV�LV�GHVLJQHG�WR

UHQGHU� VXSHUIOXRXV� WKH�PRUH�SHGHVWULDQ� FRQVLGHUDWLRQV�RI� FRPSHWLWLYH

DGYDQWDJH�
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/LNH�DOO�JRRG�GHOXVLRQV��WKHVH�EHOLHIV�KDYH�PRUH�WKDQ�MXVW�D�JUDLQ�RI

WUXWK��3OHQW\�RI�SHRSOH�KDYH�JRWWHQ�SOHQW\� ULFK�E\�EDFNLQJ�D�EXVLQHVV

DVVRFLDWHG�ZLWK�RQH�RU�PRUH�RI�WKH�DWWULEXWHV�UHIHUHQFHG��7KH�SUREOHP

LV�WKDW�WKHVH�FRQFHSWV�DUH�LQFRQVLVWHQWO\�GHILQHG�DQG�DSSOLHG��$QG�ZKHQ

DQ�HIIRUW�LV�PDGH�WR�H[DPLQH�WKHVH�FKDUDFWHULVWLFV�V\VWHPDWLFDOO\��WKHUH

LV�XVXDOO\�OLWWOH�FRUUHODWLRQ�ZLWK�VXFFHVV���

:KDWÖV�PRUH��WKH�XQGHUO\LQJ�LGHDV�DUH�RIWHQ�PLVOHDGLQJO\�SUHVHQWHG

DV� LI� WKH\� ZHUH� HQWLUHO\� QHZ�� LPEXHG� ZLWK� WUDQVFHQGHQWDO� SRZHUV

GHULYHG� IURP� WKH� LQWHUQHW�� <HW� WKH� FRUH� FRQFHSWV� DQG� WHFKQRORJLHV

LQYROYHG��ZKHWKHU�SODWIRUPV�RU�DUWLILFLDO� LQWHOOLJHQFH�RU� WKH�RWKHUV�� LQ

PRVW�FDVHV�SUHGDWH�WKH�LQWHUQHW��$QG�DOWKRXJK�WKH�GLJLWDO�HFRV\VWHP�KDV

FKDQJHG� WKHLU� QDWXUH� DQG� DYDLODELOLW\�� WKLV� KDV� QRW� DOZD\V� EHHQ� LQ� D

JRRG� ZD\�� 8QIRUWXQDWHO\� IRU� LQYHVWRUV�� HQWUHSUHQHXUV�� DQG

FRUSRUDWLRQV� DOLNH�� WKH� VWUXFWXUDO� FKDQJHV� ZURXJKW� E\� WKH� LQWHUQHW�

PRUH� RIWHQ� WKDQ� QRW�� KDYH� KLQGHUHG� UDWKHU� WKDQ� KHOSHG� EXVLQHVVHVÖ

DELOLW\�WR�VHFXUH�DQG�PDLQWDLQ�VWURQJ�EDUULHUV�WR�HQWU\�

7KH�:DOO�6WUHHW� -RXUQDO�KDV� VDLG� WKDW�SODWIRUP� LV�ØWKH�ZRUG� WKDW

PRVW� GHILQHV� WKH� >WHFK@� LQGXVWU\ÖV� ERRP� RYHU� WKH� SDVW� GHFDGHÙ� DQG

H[SODLQV� KRZ� WKH� LQWHUQHW� ØEHFDPH� D� VSULQJERDUG� IRU� HQRUPRXV

JURZWK�DQG�ZHDOWK�Ù���$OWKRXJK�SODWIRUP�EXVLQHVVHV�PDNH�PRQH\�LQ�D

ZLGH�YDULHW\�RI�GLIIHUHQW�ZD\V��WKH�GHILQLQJ�FKDUDFWHULVWLF�RI�D�SODWIRUP

LV� WKDW� LWV� FRUH� YDOXH� SURSRVLWLRQ� IORZV� IURP� WKH� FRQQHFWLRQV� LW

IDFLOLWDWHV��0DQ\�RI�WKH�PRVW�LFRQLF�DQG�YDOXDEOH�GLJLWDO�EXVLQHVVHV�ILW

WKLV�GHILQLWLRQ��WKH�RSHUDWLQJ�V\VWHPV�WKDW�FRQQHFW�VRIWZDUH�GHYHORSHUV

DQG�XVHUV��0LFURVRIW�DQG�$SSOH���WKH�PDUNHWSODFHV�WKDW�FRQQHFW�EX\HUV

DQG� VHOOHUV� �$PD]RQ��� WKH� VRFLDO� QHWZRUNV� WKDW� FRQQHFW� FRPPXQLWLHV

�)DFHERRN��� WKH� VHDUFK� HQJLQHV� WKDW� FRQQHFW� DGYHUWLVHUV� DQG� GLJLWDO

SXEOLVKHUV�ZLWK�VHDUFKHUV��*RRJOH��

%XW�DOWKRXJK�WKH�WHUP�SODWIRUP�KDV�RQO\�UHODWLYHO\�UHFHQWO\�HQWHUHG

WKH� YHUQDFXODU�� EXVLQHVVHV� ZLWK� SUHFLVHO\� WKLV� GHILQLQJ� FKDUDFWHULVWLF

ZHUH�DURXQG� IRU�GHFDGHV�EHIRUH� WKH� LQYHQWLRQ�RI� WKH� LQWHUQHW��:KDWÖV

PRUH�� DV�ZH� VKDOO� VHH��PDQ\� RI� WKHVH�ZHUH� DFWXDOO\� EHWWHU� EXVLQHVVHV

WKDQ�WKH�LQWHUQHW�LQIXVHG�YHUVLRQV�RI�WKH�VDPH�HQWHUSULVHV��%\�ORZHULQJ

IL[HG�FRVW� UHTXLUHPHQWV�DQG�PDNLQJ�VZLWFKLQJ�HDVLHU�� WKH� LQWHUQHW�KDV
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DPSHG� XS� WKH� IHURFLW\� RI� FRPSHWLWLRQ� DPRQJ� SODWIRUPV� WR� WKH

GHWULPHQW�RI�WKHLU�RZQHUV��1R�RQH�FDOOHG�D�ORFDO�PRQRSRO\�QHZVSDSHU

D� SODWIRUP�� EXW� LW�ZDV�� LW� FRQQHFWHG� DGYHUWLVHUV� WR� UHDGHUV� DV�ZHOO� DV

EX\HUV�WR�VHOOHUV�WKURXJK�WKH�FODVVLILHGV��7KH�LQDELOLW\�WR�VXSSRUW�PRUH

WKDQ�RQH�VXFK�HQWHUSULVH�LQ�PRVW�PLGVL]H�FLWLHV�LV�ZK\�LW�ZDV�D�ZLQQHU�

WDNH�DOO� EXVLQHVV� WKDW� PDQDJHG� WR� JHQHUDWH� ��� SHUFHQW�SOXV� PDUJLQV

ORQJ�DIWHU� UHDGHUVKLS� DQG� FLUFXODWLRQ�EHJDQ� WKHLU� LQH[RUDEOH�GHFOLQHV�

2Q� WKH� LQWHUQHW�� WKH� SUROLIHUDWLRQ� RI� FRPSHWLQJ� QHZV� FRQWHQW� DQG

FODVVLILHG�VLWHV�KDV�HQVXUHG� WKDW� VXFK� OHYHOV�RI�SURILWDELOLW\�DUH� ODUJHO\

XQKHDUG�RI�LQ�WKHVH�GLJLWDO�SODWIRUPV�

7KH� ORQJ�KLVWRU\�RI� FKDULVPDWLF�� LFRQLF�&(2V�DVVRFLDWHG�ZLWK� WKH

PRVW� QRWDEOH� SODWIRUP� EXVLQHVVHVÔ6WHYH� -REV�� -HII� %H]RV�� 5HHG

+DVWLQJVÔKDV�DOVR�LQGLUHFWO\�VXSSRUWHG�WKH�SUHYDOHQFH�RI�WKH�3ODWIRUP

'HOXVLRQ�� 7KHVH� ILJXUHV� EHFDPH� VR� LQWHUWZLQHG� ZLWK� WKH� LGHQWLW\� RI

WKHLU�UHVSHFWLYH�FRPSDQLHV�WKDW�LW�FRPSOLFDWHG�WKH�DELOLW\�WR�GLVWLQJXLVK

WKH�UHVXOWV�RI�H[FHSWLRQDO�PDQDJHPHQW�IURP�WKH�LPSDFW�DQG�QDWXUH�RI

WKH�VWUXFWXUDO�DGYDQWDJHV�LQYROYHG��/HDGHUVKLS��H[HFXWLRQ��DQG�FXOWXUH

DOO� FRQWULEXWH� WR� WKH� VXFFHVV� RI� DQ\� EXVLQHVV�� EXW� WKH\� DUH

IXQGDPHQWDOO\� GLIIHUHQW� IURP� FRPSHWLWLYH� DGYDQWDJH�� $� FRPSDQ\ÖV

ORQJ�WHUP� SURVSHFWV�� DQG� WKH� GXUDELOLW\� RI� LWV� FRPSHWLWLYH� HGJH�� FDQ

RQO\�EH�SURSHUO\�DVVHVVHG�WKURXJK�D�FORVH�H[DPLQDWLRQ�RI�WKH�VSHFLILF

VRXUFHV�RI�LWV�VWUXFWXUDO�DGYDQWDJHV�

,Q� VKRUW�� WKH� IDFW� WKDW� PDQ\� RI� WKH� EHVW� GLJLWDO� EXVLQHVVHV� DUH

ØSODWIRUPVÙ� GRHV� QRW� LPSO\� HLWKHU� WKDW� PRVW� SODWIRUP� EXVLQHVVHV

GHOLYHU� VXSHULRU� UHWXUQV� RU� WKDW� LW� LV� WKH� SODWIRUP� VWDWXV� RI� WKH

GHPRQVWUDEO\�VXSHULRU�EXVLQHVVHV�WKDW�LV�UHVSRQVLEOH�IRU�WKHLU�VXSHULRU

UHVXOWV��,Q�IDFW��FRQVLVWHQW�VXSHULRU�UHWXUQV�DUH�RQO\�DFKLHYDEOH�WKURXJK

VWUXFWXUDO� FRPSHWLWLYH� DGYDQWDJH�� DQG� WKH� UHVLOLHQFH� RI� WKH� EHVW

SODWIRUP� EXVLQHVVHV� DUH� WKH� UHVXOW� RI� PXOWLSOH� PXWXDOO\� UHLQIRUFLQJ

DGYDQWDJHV� WKDW� DUH� QRWDEOH� PRUH� IRU� WKH� GLIIHUHQFHV� WKDQ� WKH

FRPPRQDOLWLHV� LQ�HDFK�VSHFLILF�FDVH��7R�VXJJHVW�RWKHUZLVHÔWKDW� LV�� WR

SURIIHU� D� VLPSOH� XQLWDU\� DOO�HQFRPSDVVLQJ� SODWIRUP�GULYHQ� EDVLV� IRU

WKHLU�VXFFHVVÔLV�UHPLQLVFHQW�RI�D�SDUWLFXODU�VOHLJKW�RI�KDQG�IDYRUHG�E\

PHGLD�PRJXOV�� LI� \RX�RQO\� FRXQW� WKH�KLWV�� LQKHUHQWO\� ULVN\�EXVLQHVVHV

VXGGHQO\�VHHP�LQYLQFLEOH�
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1RW�DOO�GHOXVLRQV�DUH�QHFHVVDULO\�EDG��3URIHVVRU�+DUROG�+LOO�ZDV�D

FRQ� DUWLVW� ZKR� GLGQÖW� DFWXDOO\� SURYLGH� PXVLF� OHVVRQV�� EXW� KH� GLG

PDQDJH�WR� LQVWLOO� LQ� WKRVH�FKLOGUHQ�D�FRQILGHQFH�WKDW�DOORZHG�WKHP�WR

SOD\� D� OLWWOH�� 7KHUH� DUH� SOHQW\� RI� HPSLULFDOO\� YDOLGDWHG� H[DPSOHV� RI

ZKHUH� WKH� EHOLHI� LQ� WKH� SRVVLELOLW\� RI� VXSHULRU� SHUIRUPDQFH� DFWXDOO\

IDFLOLWDWHV�LWV�DFKLHYHPHQW��6WXGHQWV�ZKR�DUH�WROG�WKH\�FDQ�GR�ZHOO�RQ

DQ�H[DP�DUH�PRUH�OLNHO\�WR�GR�VR�WKDQ�WKRVH�WROG�WKH�UHYHUVH���

7KH� SUREOHP� ZLWK� WKH� 3ODWIRUP� 'HOXVLRQ� LV� WKDW� LW� GRHV� QRW

JHQHUDWH� V\VWHPDWLFDOO\� VXSHULRU� SHUIRUPDQFH�� 5DWKHU�� LW� DFWLYHO\

XQGHUPLQHV� WKH� DELOLW\� WR� GLVWLQJXLVK� UREXVW� EXVLQHVV� PRGHOV� IURP

ZHDN� RQHV�� %\� JORVVLQJ� RYHU� WKH� GLVSRVLWLYH� DWWULEXWHV� SURYLGLQJ� WKH

VWUXFWXUDO�DGYDQWDJHV�WKDW�KDYH�DOORZHG�WKH�EHVW�SODWIRUP�EXVLQHVVHV�WR

WKULYHÔDQG� IDLOLQJ� WR� GUDZ� DSSURSULDWH� OHVVRQV� IURP� WKH� IDWH� RI� WKH

PXFK� ORQJHU� OLVW� RI� XQVXFFHVVIXO� SODWIRUP� EXVLQHVVHVÔWKLV� SDUWLFXODU

GHOXVLRQ�KDV�SURYHQ�YHU\�FRVWO\�

7KH�WHQDFLW\�ZLWK�ZKLFK�WKH�3ODWIRUP�'HOXVLRQ�KDV�WDNHQ�KROG��QRW

MXVW� LQ� WKH� SXEOLF� LPDJLQDWLRQ� EXW� DPRQJ� LQVWLWXWLRQDO� LQYHVWRUV�

UHIOHFWV�LQ�SDUW�WKH�VXVWDLQHG�HIIRUWV�RI�WKRVH�ZKR�KDYH�D�YHVWHG�LQWHUHVW

LQ� LWV� FRQWLQXHG� YLWDOLW\�� 7HFKQRORJ\� H[HFXWLYHV�� YHQWXUH� FDSLWDOLVWV�

SULYDWH�HTXLW\�SDUWQHUV��DQG�SRUWIROLR�PDQDJHUV�DOO�KDYH�PDQ\�PLOOLRQV

RI� UHDVRQV� WR�ZDQW� WKH� KLJK� DQG� JURZLQJ� YDOXDWLRQV� RI� WKH� SODWIRUP

EXVLQHVVHV� WR� ZKLFK� WKH\� KDYH� FRPPLWWHG� WR� SHUVLVW�� :KLOH� SXEOLFO\

UHDIILUPLQJ�D�EHOLHI� LQ�WKH�LQKHUHQW�LQGRPLWDELOLW\�RI�WKHVH�FRPSDQLHV�

SULYDWH� FRPPXQLFDWLRQV� KDYH� FRPH� WR� OLJKW� VXJJHVWLQJ� D�PXFK�PRUH

QXDQFHG�YLHZ�RI�WKHLU�DFWXDO�VWUHQJWKV�DQG�ZHDNQHVVHV�

7KHUH� DUH� HFKRHV� RI� WKH� G\QDPLFV� XQGHUO\LQJ� WKH� ILUVW� LQWHUQHW

ERRP� LQ� WKLV� XQKRO\� DOOLDQFH� RI� VHOI�LQWHUHVWHG� FRQVWLWXHQFLHV�� ,Q� WKDW

HUD�,�ZDV�D�VHQLRU�LQYHVWPHQW�EDQNHU��ILUVW�DW�*ROGPDQ�6DFKV�DQG�WKHQ

DW�0RUJDQ�6WDQOH\��ZKHUH�,�ZDV�FR�KHDG�RI�WKH�PHGLD�JURXS��,�VDZ�XS

FORVH� WKH� ILQDQFLDO� SUHVVXUHV� WKHVH� RQFH� YHQHUDEOH� SULYDWH� EDQNLQJ

SDUWQHUVKLSV�IDFHG�DIWHU�EHFRPLQJ�SXEOLF�FRPSDQLHV�ZLWK�VKDUHKROGHUV

GHPDQGLQJ� FRQVWDQW� JURZWK� DQG� PDUNHW� VKDUH� JDLQV�� $V� IRU� WKH

EXVLQHVVHV� WKH\�XQGHUZURWHÔPDQ\�KDG�QR�UHDOLVWLF�SURVSHFW�RI�SURILW

DQG� LQ� VRPH� FDVHV� QR� PHDQLQJIXO� UHYHQXHV� EXW� ZHUH� URXWLQHO\
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VSRQVRUHG� E\� WKHVH� EDQNV� LQ� WKH� SXEOLF�PDUNHWV� LQ� FOHDU� YLRODWLRQ� RI

ZKDW� KDG� EHHQ� WKH� ILUPVÖ� ORQJ�HVWDEOLVKHG� LQVWLWXWLRQDO� VWDQGDUGV�

5HVHDUFK� DQDO\VWV� FKHHUHG� RQ� DFTXLVLWLRQV� E\� PRUH� HVWDEOLVKHG

FRPSDQLHV� WKDW� ZHUH� VLPXOWDQHRXVO\� VWUDWHJLFDOO\� LQFRKHUHQW� DQG

ILQDQFLDOO\�GHVWUXFWLYH�

7KLV�WLPH�DURXQG��WKH�VWDNHV�DUH�IDU�KLJKHU�DQG�VR�DUH�WKH�HFRQRPLF

LQFHQWLYHV� WRZDUG� GLVVHPEOLQJ� RU� HYHQ� RXWULJKW� GHFHLW�� ,Q� WKH� WZHQW\

\HDUV� VLQFH� WKH� FROODSVH� RI� WKDW� EXEEOH�� WKH� H[SORVLRQ� LQ� PRELOLW\�

FRPSXWLQJ�SRZHU�� DQG�EDQGZLGWK�KDYH� DOORZHG� WKH� HVWDEOLVKPHQW�RI

HQWLUHO\�QHZ�RU�UDGLFDOO\�HQKDQFHG�EXVLQHVVHV�DQG�EXVLQHVV�PRGHOV�RI

UHDO� VL]H� DQG� VXEVWDQFH��7KH� ODUJHVW� KDQGIXO� RI� WKHVH� FRPSDQLHV� QRZ

UHSUHVHQWV�DQ�XQSUHFHGHQWHG�SURSRUWLRQ�RI�RYHUDOO�VWRFN�PDUNHW�YDOXH�

7KH�YHQWXUH�FDSLWDO�DQG�SULYDWH�HTXLW\�VHFWRUV�WKDW�UHO\�RQ�WKHVH�ORIW\

YDOXDWLRQV�QRZ�PDQDJH�DOPRVW� WHQ� WLPHV�DV�PXFK�FDSLWDO�DV� WKH\�GLG

EDFN� LQ� �������� $QG� DOWKRXJK� UHJXODWLRQ� KDV� PRGHUDWHG� WKH� ZRUVW

H[FHVVHV� RI� WKH� IXOO�VHUYLFH� LQYHVWPHQW� EDQNV� RI� WKDW� HUD�� WKH� IHHV

FXUUHQWO\�DW�VWDNH�GZDUI�WKRVH�SUHYLRXVO\�LQ�SOD\�

$IWHU� WKH� FROODSVH� RI� WKH� RULJLQDO� WHFK� EXEEOH�� ,� ZURWH� 7KH

$FFLGHQWDO� ,QYHVWPHQW� %DQNHU�� ,QVLGH� WKH�'HFDGH� 7KDW� 7UDQVIRUPHG

:DOO�6WUHHW��GRFXPHQWLQJ�KRZ�WKHVH�LQYHVWPHQW�EDQNV�IXHOHG�LW�DQG�E\

GRLQJ�VR�GDPDJHG�WKHLU�RZQ�FXOWXUHV����,Q�WKH�DIWHUPDWK��,�UHPDLQHG�LQ

WKH� LQGXVWU\� DQG� FRQWLQXHG� WR� DGYLVH� FRPSDQLHV� RQ� VWUDWHJLF

WUDQVDFWLRQV� EXW� KDYH� PRYHG� LQFUHDVLQJO\� LQWR� DFDGHPLD�� $V� WKH

FRGLUHFWRU� RI� WKH� 0HGLD� DQG� 7HFKQRORJ\� SURJUDP� DW� &ROXPELD

%XVLQHVV� 6FKRRO� DQG� WKH� 0LFKDHO� 7�� )ULHV� 3URIHVVRU� RI� 3URIHVVLRQDO

3UDFWLFH� RI� 0HGLD� DQG� 7HFKQRORJ\�� P\� IRFXV� KDV� VKLIWHG� IURP� WKH

GHFLVLRQ�PDNLQJ� RI� WKH� EDQNV� WR� WKH� LQGXVWU\� VWUXFWXUHV� DQG� RSWLPDO

VWUDWHJLHV� RI� WKH� EXVLQHVVHV� WKH\� DGYLVH� DQG� ILQDQFH�� 0\� VXEVHTXHQW

ERRNV�� 7KH� &XUVH� RI� WKH� 0RJXO�� :KDWÕV� :URQJ� ZLWK� WKH� :RUOGÕV

/HDGLQJ� 0HGLD� &RPSDQLHV� DQG� &ODVV� &ORZQV�� +RZ� WKH� 6PDUWHVW

,QYHVWRUV�/RVW�%LOOLRQV� LQ�(GXFDWLRQ�� H[DPLQHG�ZKHUH� LQYHVWRUV� KDYH

JRQH� EDGO\� ZURQJ� E\� LJQRULQJ� WKH� HVVHQWLDO� FRQQHFWLRQV� EHWZHHQ

EXVLQHVV�VWUDWHJ\��LQGXVWU\�VWUXFWXUH��DQG�YDOXDWLRQ��7KLV�ERRN�DSSOLHV

WKH�VDPH�OHQV�WR�VRPH�RI�WKH�PRVW�VLJQLILFDQW�DQG�YDOXDEOH�FRPSDQLHV
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RI� RXU� HUD�� WKH� VR�FDOOHG� )$$1*� FRPSDQLHV� RI� )DFHERRN�� $SSOH�

$PD]RQ��1HWIOL[��DQG�*RRJOH�$OSKDEHW�

7KH� SRLQW� RI� WKLV� ERRN� LV� QRW� WR� XQGHUPLQH� FRQILGHQFH� LQ� WKH

UHVLOLHQFH�RI�WKH�KDQGIXO�RI�PDVVLYH�IUDQFKLVHV�WKDW�KDYH�PDWHULDOL]HG�LQ

WKH�GLJLWDO�HUD��0\�JRDO�LQVWHDG�LV�WR�H[SODLQ�WKH�YHU\�GLIIHUHQW�VRXUFHV

RI� DGYDQWDJH� XQGHUO\LQJ� HDFK�� 7R� GR� VR�� KRZHYHU�� QHFHVVDULO\

FKDOOHQJHV�FRQYHQWLRQDO�ZLVGRP�ZLWK�UHVSHFW�WR�QRW�MXVW�WKH�QDWXUH�RI

SODWIRUPV� EXW� DOVR� RI� GLJLWDO� FRPSHWLWLYH� DGYDQWDJH� JHQHUDOO\�� 7KH

VSHFLILF�DGYDQWDJHV�DWWULEXWHG�WR�VRPH�RI�WKH�EHVW�NQRZQ�FRPSDQLHV�RI

WKH�GLJLWDO�HUD�DUH�FDOOHG�LQWR�TXHVWLRQ�

,I�,�DP�VXFFHVVIXO��E\�WKH�WLPH�\RX�KDYH�ILQLVKHG�WKH�ERRN�\RX�ZLOO

KDYH�DGRSWHG�WKH�IROORZLQJ�FRXQWHULQWXLWLYH�SURSRVLWLRQV�

1HWZRUN� HIIHFWV� KDYH� EHHQ� WRXWHG� DV� WKH� GRPLQDQW� VRXUFH� RI

FRPSHWLWLYH� DGYDQWDJH� LQ� WKH� GLJLWDO� DJH�� 7KLV� SKHQRPHQRQ

PDNHV� D� SURGXFW� LQKHUHQWO\� EHWWHU�ZLWK� WKH� DGGLWLRQ� RI� HYHU\

QHZ� XVHU�� %XW� PRVW� EXVLQHVVHV� WKDW� H[KLELW� QHWZRUN� HIIHFWV�

HLWKHU�EHFDXVH�RI�WKH�VWUXFWXUH�RI�WKH�SDUWLFXODU�LQGXVWU\�RU�WKH

DEVHQFH� RI� DQ\� UHLQIRUFLQJ� DGYDQWDJHV�� GR� QRW� GHOLYHU

H[FHSWLRQDO� UHVXOWV�� :KDWÖV� PRUH�� VWURQJ� QHWZRUN� HIIHFWV� DUH

QRW�� DV� FRPPRQO\� VXSSRVHG�� H[KLELWHG� LQ� DOO� SODWIRUP

EXVLQHVVHV��2I�WKH�JURXS�RI�GLJLWDO�JROLDWKV�WKDW�KDYH�FRPH�WR

EH� UHIHUUHG� WR� DV� )$$1*�� RQO\� )DFHERRN� LV� D� SUHGRPLQDQWO\

QHWZRUN�HIIHFWV�GULYHQ�IUDQFKLVH�

0DQ\� RI� WKH� QHZ� JURZWK� YHFWRUV� VSXUULQJ� WKH� XQSUHFHGHQWHG

YDOXDWLRQV� RI� WKH� )$$1*� FRPSDQLHV� UHFHLYH� OLPLWHG� VXSSRUW

IURP� WKH� FRPSHWLWLYH� DGYDQWDJHV� XSRQ� ZKLFK� WKHLU� FRUH

IUDQFKLVHV� UHO\��1RWDEO\�� LQ� WKH� FDVH� RI�$SSOHÖV� HQWHUWDLQPHQW

LQLWLDWLYHV� LQ� PXVLF� DQG� WHOHYLVLRQ� DQG� $PD]RQÖV� DFFHOHUDWLQJ

LQYHVWPHQWV� LQ� LQWHUQDWLRQDO� PDUNHWV� DQG� JURFHU\�� LW� FDQ� EH

DUJXHG� ERWK� WKDW� WKH� ILUPV� RSHUDWH� DW� D� FRPSHWLWLYH

GLVDGYDQWDJH�LQ�WKHVH�DUHDV�DQG�WKDW�WKH�VHFWRUV�LQ�DQ\�FDVH�DUH

LQKHUHQWO\�XQDWWUDFWLYH�
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1HWIOL[� GRHV� QRW� HQMR\� PHDQLQJIXO� QHWZRUN� HIIHFWV� DQG� LWV

GHFLVLRQ� WR� HQWHU� WKH�RULJLQDO� FRQWHQW� DUHQD� LV�QRW� MXVWLILHG�RU

VXSSRUWHG� E\� WKH� LPDJLQHG� DELOLW\� RI� DUWLILFLDO� LQWHOOLJHQFH� WR

V\VWHPDWLFDOO\� GHOLYHU� ØKLWV�Ù� 7KH� DEDQGRQPHQW� RI� WKH

SUHYLRXVO\�DUWLFXODWHG� VWUDWHJ\�RI�DYRLGLQJ� FUHDWLYH� ULVN��ZKLOH

MXVWLILHG� E\� WKH� GUDPDWLFDOO\� LQFUHDVHG� FRPSHWLWLRQ� LQ� WKH

VHFWRU��KDV�PDGH�1HWIOL[�D�ZRUVH��QRW�D�EHWWHU��EXVLQHVV�

7KH� DFTXLVLWLRQ� VSUHHV� E\� PDQ\� )$$1*� FRPSDQLHV� UHYHDO

YXOQHUDELOLWLHV�LQ�WKHLU�DUPRU�DQG�WKH�OLPLWV�RI�WKHLU�DGYDQWDJHV�

7KH� DELOLW\� RI� LQGHSHQGHQW� H�FRPPHUFH� SOD\HUV� WR� HVWDEOLVK

GXUDEOH� OHDGV� RYHU� $PD]RQ� LQ� GLDSHUV�� IRRWZHDU�� IDEULF�� SHW

VXSSOLHV�� DQG� IXUQLWXUH� DQG� WKH� DELOLW\� RI� ,QVWDJUDP�

:KDWV$SS��DQG�7LN7RN�WR�HVWDEOLVK�JOREDO�RQOLQH�FRPPXQLWLHV

LQGHSHQGHQW� RI� )DFHERRN� UHIOHFW� WKHVH� VWUXFWXUDO� FRQVWUDLQWV�

0RVW�RI�WKH�VSHFLILF�FRPSDQLHV�QRWHG�KDYH�EHHQ�DFTXLUHG��EXW

WKH�UHJXODWRU\�HQYLURQPHQW�ZLOO�UHVWULFW�IXWXUH�DFTXLVLWLRQV��RU

HYHQ� XQGR� SUHYLRXV� RQHV�� DQG� LQWHQVLI\� IXWXUH� FRPSHWLWLYH

FKDOOHQJHV�WR�)$$1*�

7KH�SRZHU�RI�QHWZRUN�HIIHFWV�LQ�WKH�FRQWH[W�RI�DQ\�JLYHQ�VHFWRU

LV�VLJQLILFDQWO\� LQIOXHQFHG�E\�WKH�FRPSOH[LW\�RI�WKH�SURGXFW�RU

VHUYLFH� EHLQJ� SURYLGHG� DQG� WKH� EUHDN�HYHQ� HFRQRPLFV� IRU� D

JLYHQ�PDUNHW��7KLV� H[SODLQV�ZK\�$LUEQE�ZLOO� DOZD\V�EH� D� IDU

EHWWHU�EXVLQHVV�WKDQ�8EHU�DQG�ZK\�%RRNLQJ�DQG�([SHGLD�PDNH

PRVW� RI� WKHLU� PRQH\� IURP� VHOOLQJ� KRWHO� URRPV� DQG� DOPRVW

QRWKLQJ� IURP� IOLJKWV�� 0DQ\� RI� WKH� PRVW� UHVLOLHQW� QHWZRUN

HIIHFWV� GULYHQ� SODWIRUPV�� LQ� VHFWRUV� OLNH� WUDYHO� DQG� SD\PHQWV�

SUHGDWH�WKH�LQWHUQHW�E\�GHFDGHV�

$UWLILFLDO� LQWHOOLJHQFH�KDV�EHHQ�SURPRWHG�DOPRVW�DV�YLJRURXVO\

DV�QHWZRUN�HIIHFWV�DV�GULYLQJ�WKH�XQDVVDLODELOLW\�DQG�LQHYLWDEOH

JOREDO� GRPLQDWLRQ� RI� GLJLWDO� SODWIRUPV�� 7KH� SUROLIHUDWLRQ� RI

QHZ� YHUWLFDOO\� IRFXVHG�PXOWLELOOLRQ�GROODU� VRIWZDUH� FRPSDQLHV

XQGHUPLQHV� WKH� SUHGLFWLRQV� WKDW� $,� ZLOO� OHDG� WR� ØWKH� JUDGXDO

GHPLVH� RI� WUDGLWLRQDO� VSHFLDOL]DWLRQÙ��� DQG� DQ� LQFUHDVLQJO\

ZLQQHU�WDNH�DOO�ZRUOG�
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7KH�)$$1*�EXVLQHVVHV�FROOHFWLYHO\�UHSUHVHQWHG�RYHU����WULOOLRQ�RI

PDUNHW� FDSLWDOL]DWLRQ� DW� WKH� HQG� RI� ������ ,Q� ������ WKHVH� FRPSDQLHV

ZHUH�ZRUWK�XQGHU����WULOOLRQ��WKHLU�VXEVHTXHQW�DSSUHFLDWLRQ�ZDV�PRUH

WKDQ�WKUHH� WLPHV�JUHDWHU� WKDQ�WKH�RYHUDOO�JURZWK� LQ�YDOXH�RI� WKH�6	3

����� 7KHLU� FROOHFWLYH� GUDPDWLF� RXWSHUIRUPDQFH� GXULQJ� WKH� SDQGHPLF

KDV� UHLQIRUFHG� WKH� SHUFHSWLRQ� RI� WKHLU� XQLWDU\� DQG� LQKHUHQW

LQYXOQHUDELOLW\��8QGHUVWDQGLQJ� WKH� VWUHQJWKV� DQG�ZHDNQHVVHV� RI� WKHVH

UHPDUNDEOH� FRPSDQLHV� LV� HVVHQWLDO� WR�PDNLQJ� LQWHOOLJHQW�GHFLVLRQV�QRW

RQO\� UHODWHG� GLUHFWO\� WR� WKHP� EXW� WR� DQ\� FRPSDQ\� IDFLQJ� DFWXDO� RU

SRWHQWLDO�FRPSHWLWLRQ�IURP�WKHPÔZKLFK�LV�PRVW�FRPSDQLHV�

7KH� LQDGHTXDF\� RI� WKH� FRQYHQWLRQDO� ZLVGRP� UHJDUGLQJ� GLJLWDO

SODWIRUPV� JHQHUDOO\� LV� EHVW� GHPRQVWUDWHG� E\� LWV� LQDELOLW\� WR� H[SODLQ

UDGLFDOO\�GLIIHUHQW�RXWFRPHV�IURP�DSSDUHQWO\�VLPLODU�EXVLQHVV�PRGHOV�

/HJLRQV�RI�RQOLQH�DQG�RII�OLQH�UHWDLOHUV�KDYH�IDPRXVO\�IDOOHQ�LQ�WKH�IDFH

RI� $PD]RQÖV� PLJKW�� <HW� $PD]RQ� KDV� EHHQ� SRZHUOHVV� WR� YDQTXLVK

GR]HQV� RI� VSHFLDOL]HG�PDUNHWSODFHV�ZKHUH� LQGHSHQGHQW� RSHUDWRUV� OLNH

:D\IDLU�DQG�(WV\�DUH�HVWDEOLVKHG�OHDGHUV��,Q�FRQWUDVW�WR�WKH�VXFFHVV�RI

WKH� KXQGUHGV� RI� QHZ� YHUWLFDO� VRIWZDUH� SODWIRUPV�� KXQGUHGV� RI� DG�

VXSSRUWHG� DQG� DGWHFK� SODWIRUPV� KDYH� FROODSVHG� GHVSLWH� IUHTXHQWO\

DWWUDFWLQJ� ZLGHVSUHDG� DGRSWLRQ�� 7KH� 3ODWIRUP� 'HOXVLRQ� DWWHPSWV� WR

H[SODLQ�WKHVH�DQG�PDQ\�RWKHU�DSSDUHQW�DQRPDOLHV�WKURXJK�D�QDUUDWLYH

RUJDQL]HG�LQWR�WKUHH�SDUWV�

3DUW� ,� SURYLGHV� WKH� FRQWH[W� UHTXLUHG� IRU� WKLQNLQJ� FOHDUO\� DERXW

FRPSHWLWLYH� DGYDQWDJH� LQ� GLJLWDO� HQYLURQPHQWV�� &KDSWHU� �� FORVHO\

H[DPLQHV� WKH� WHQHWV�KROGLQJ�XS� WKH�3ODWIRUP�'HOXVLRQ��(DFK�RI� WKHVH

KDV� DWWUDFWHG� UHPDUNDEO\� EURDG� DFFHSWDQFH�� ZKLFK� H[SODLQV� WKH

GXUDELOLW\� RI� WKH� RYHUDUFKLQJ� GHOXVLRQ�� EXW� LV� GHPRQVWUDEO\� IDOVH�

&KDSWHU���H[SORUHV�WKH�FRQFHSW�RI�VFDOH�DV�LW�RIWHQ�PDQLIHVWV�LQ�GLJLWDO

HQYLURQPHQWVÔWKURXJK� QHWZRUN� HIIHFWV�� 7KH� EHQHILWV� RI� QHWZRUN

HIIHFWV�DUH�YHU\�GLIIHUHQW� IURP�WKH�EHQHILWV�RI� WUDGLWLRQDO� VFDOH��ZKLFK

GHULYH� SULPDULO\� IURP� VSUHDGLQJ� IL[HG� FRVWV�� ,� DOVR� LGHQWLI\� WKH� NH\

LQGXVWU\� FKDUDFWHULVWLFV� WKDW� GHWHUPLQH� WKH� SRWHQWLDO� VWUHQJWK� RI

QHWZRUN� HIIHFWV� DQG� WKH� FRQWLQXLQJ� UHOHYDQFH� RI� WUDGLWLRQDO� VFDOH

EHQHILWV� WR� QHWZRUN� HIIHFWV� EXVLQHVVHV�� &KDSWHU� �� VHWV� RXW� D� EURDG

IUDPHZRUN� ZLWKLQ� ZKLFK� WR� WKLQN� DERXW� FRPSHWLWLYH� DGYDQWDJH� LQ
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GLJLWDO�HQYLURQPHQWV��6FDOH�RI�DQ\�NLQG�ZLWKRXW�DGGLWLRQDO�UHLQIRUFLQJ

FRPSHWLWLYH� DGYDQWDJHV� LV� YXOQHUDEOH� WR� FRPSHWLWLYH� LQFXUVLRQ�� 7KH

H[LVWHQFH��RU�DEVHQFH��RI�SODWIRUPV�DQG�QHWZRUN�HIIHFWV�FDQ�EH�UHOHYDQW

WR�WKLV�DQDO\VLV��EXW�LW�LV�QHYHU�GLVSRVLWLYH�LQ�LWVHOI�

3DUW� ,,� �FKDSWHUV��Ó���DSSOLHV� WKLV� IUDPHZRUN� WR� WKH� ILYH�)$$1*

FRPSDQLHV��JLYLQJ�DQ�RYHUYLHZ�RI�WKH�KLVWRU\�DQG�SHUIRUPDQFH�RI�HDFK�

,�H[DPLQH�LQ�GHWDLO�WKH�YDULRXV�VRXUFHV�DQG�OHYHOV�RI� LQWHQVLW\�RI�WKHLU

UHVSHFWLYH� FRPSHWLWLYH� DGYDQWDJHV�� ,� DOVR� FRQVLGHU� WKH� FRPSDQLHVÖ

VSHFLILF�YXOQHUDELOLWLHV�DQG�OLNHO\�SDWKV�IRUZDUG�

3DUW� ,,,� �FKDSWHUV� �Ó���� ORRNV� DW� D� UDQJH� RI� VHFWRUV� DQG� EXVLQHVV

PRGHOV�� PDQ\� RSHUDWLQJ� LQ� WKH� VKDGRZ� RI� WKH� )$$1*� JLDQWV�

VSHFLILFDOO\� LQ� WUDYHO�� DGWHFK�� ELJ� GDWD�� H�FRPPHUFH�� VRIWZDUH�DV�D�

VHUYLFH� �6DD6��� DQG� WKH� VKDULQJ� HFRQRP\�� ,Q� HDFK� FDVH�� ,� H[SORUH� WKH

KLVWRU\� RI� KRZ� WKH� GRPDLQ� HPHUJHG� RU� KDV� EHHQ� WUDQVIRUPHG� LQ� WKH

GLJLWDO�HFRV\VWHP��7KH�VWUXFWXUDO�IHDWXUHV�WKDW�H[SODLQ�WKH�PRVW�QRWDEOH

VXFFHVVIXO�DQG�IDLOHG�LQYHVWPHQWV�DUH�KLJKOLJKWHG�

)LQDOO\��DQ�HSLORJXH�SURYLGHV�REVHUYDWLRQV�DERXW�VRPH�GDQJHUV�RI

WKH�3ODWIRUP�'HOXVLRQ�RXWVLGH�RI�VLPSO\�ORVLQJ�ERDWORDGV�RI�PRQH\��,Q

WKH� DUHDV� RI� SXEOLF� SROLF\� DQG� RXU� FXOWXUH� PRUH� EURDGO\�� VLPSOLVWLF

DVVXPSWLRQV� DERXW� WKH� VWUXFWXUH� RI� GLJLWDO� LQGXVWULHV� DQG� WKH�SDWK� WR

ULFKHV� KDYH� OHG� WR� VKRUWVLJKWHG� DQG� RIWHQ� VHOI�GHIHDWLQJ� GHFLVLRQ�

PDNLQJ�

7KLV� ERRN� LV� PHDQW� DV� ERWK� D� UHPLQGHU� RI� WKH� IXQGDPHQWDO

LPSRUWDQFH� RI� FRPSHWLWLYH� DGYDQWDJH� DQG� D� ILHOG� JXLGH� WR� KRZ

FRPSHWLWLYH� DGYDQWDJH� PDQLIHVWV� LWVHOI� LQ� GLJLWDO� HQYLURQPHQWV

GLIIHUHQWO\�IURP�DQDORJ�RQHV��2YHU�WZR�GHFDGHV�RI�H[SHULHQFH�ZRUNLQJ

ZLWK� RQH� IRRW� LQ� LQYHVWPHQW� EDQNLQJ� DQG� WKH� RWKHU� LQ� DFDGHPLD� KDV

FRQILUPHG�IRU�PH�WKH�XUJHQF\�RI�WKLV�HQWHUSULVH�IRU�D�EURDG�DXGLHQFH�

7RR� RIWHQ�� HYHQ� VRSKLVWLFDWHG� ERDUGV�� VHDVRQHG� H[HFXWLYHV�� DQG

SURIHVVLRQDO� LQYHVWRUV� KDYH� DOORZHG� WKHPVHOYHV� WR� EH� GUDZQ� LQWR

PLVJXLGHG�GLJLWDO�WUDQVDFWLRQV�EDVHG�RQ�IDXOW\�H[WUDSRODWLRQV�RI�QHDU�

WHUP� UHVXOWV�� 7KH� VDPH� PLVXQGHUVWDQGLQJV� DERXW� LQGXVWU\� VWUXFWXUH

WKDW�XQGHUSLQ�WKHVH�EDG�GHDOV�DQG�IDLOHG�LQYHVWPHQWV�KDYH�DOVR�OHG�WRR

PDQ\� JUDGXDWLQJ� EXVLQHVV� VWXGHQWV� WR� SXUVXH� FDUHHUV� DW� \RXQJ
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DPELWLRXV� WHFKQRORJ\� FRPSDQLHV� WKDW� DUH� GHVWLQHG� WR� HYDSRUDWH�

OHDYLQJ�WKHP�DQG�VRFLHW\�SRRUHU�IRU�WKH�VTXDQGHULQJ�RI�WKHLU�SRWHQWLDO�

$V� WKH� JOREDO� HFRQRP\� UHJURXSV� IROORZLQJ� WKH� PDVVLYH

UHWUHQFKPHQW� ZURXJKW� E\� WKH� FRURQDYLUXV� SDQGHPLF�� DQG� DV� HYHU\

EUDQFK� RI� JRYHUQPHQW� DSSHDUV� SRLVHG� WR� VFUXWLQL]H� LWV� UHODWLRQVKLSV

ZLWK� WHFKQRORJ\� FRPSDQLHV� JHQHUDOO\�� WKHUH� KDV� QHYHU� EHHQ� D� EHWWHU

WLPH� WR� H[DPLQH� WKH� VWUXFWXUDO� VWUHQJWKV� DQG� ZHDNQHVVHV� RI� WKH� VR�

FDOOHG� SODWIRUP� HFRQRP\�� 2QO\� E\� LGHQWLI\LQJ� WKH� WUXH� VRXUFHV� RI

WRGD\ÖV� FRPSHWLWLYH� DGYDQWDJH� FDQ� LQYHVWRUV�� PDQDJHUV�� DQG

HQWUHSUHQHXUV� FRQVLVWHQWO\� FUHDWH� YDOXH� GXULQJ� WKLV� SHULRG� RI

XQSUHFHGHQWHG� WHFKQRORJLFDO� DQG� PDUNHW� FKDQJH�� %XW� EXVLQHVV� DQG

LQYHVWLQJ� VWUDWHJLHV� DVLGH�� FLWL]HQV� DQG� SROLF\� PDNHUV� DOVR� QHHG� DQ

XQGHUVWDQGLQJ� RI� WKHVH� VWUXFWXUDO� DWWULEXWHV� LI� WKH\� DUH� WR� PDNH� D

SRVLWLYH� FRQWULEXWLRQ� WR� WKH� RQJRLQJ� QDWLRQDO� GHEDWH�� 2XU� FROOHFWLYH

DELOLW\� WR� UHDOL]H� WKH� SURPLVH� ZKLOH� DYRLGLQJ� WKH� GDQJHUV� RI� RXU

FRQWHPSRUDU\�HFRQRP\�KLQJHV�RQ�RXU�ZLOOLQJQHVV�WR�HPEUDFH�D�FOHDU�

H\HG�YLHZ�RI�PDUNHW�DQG�LQGXVWU\�VWUXFWXUH�DQG�RYHUFRPH�WKH�3ODWIRUP

'HOXVLRQ�
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7+(�)285�3,//$56�2)�7+(�3/$7)250�'(/86,21

7+(� 3/$7)250� '(/86,21� 0267� 2)7(1� PDQLIHVWV� LWVHOI� VXEWO\�� DV� DQ

XQVSRNHQ� DVVXPSWLRQ� XQGHUO\LQJ� FRQILGHQW� DVVHUWLRQV� UHJDUGLQJ� WKH

GLUHFWLRQ�RI�WKH�HFRQRP\�RU�WKH� LPDJLQHG�LQYLQFLELOLW\�RI�D�SDUWLFXODU

HQWHUSULVH��5HJDUGOHVV�RI�H[DFW�WHUPLQRORJ\ÔØWKH�SODWIRUP�HFRQRP\�Ù

ØWKH�SODWIRUP�UHYROXWLRQ�Ù�DQG�ØWKH�SODWIRUP�HIIHFWÙ�KDYH�HPHUJHG�DV

FRPPRQ� WHUPVÔWKH� FHQWUDO� IDOODF\� UHOLHV� RQ� D� FRQVLVWHQW� P\WKRORJ\

DQG� WKH� FRQILGHQW� H[SHFWDWLRQ� RI� ZRUOG� GRPLQDWLRQ� E\� D� VHOHFW� IHZ

PHJDSODWIRUPV�� 7KLV� FRQYHQWLRQDO� ZLVGRP� UHVWV� RYHUZKHOPLQJO\� RQ

IRXU�FRUH�SLOODUV�RI�EHOLHI�

(DFK�RI�WKHVH�LV�GHPRQVWUDEO\�IDOVH�

7+(�&25(�7(1(76�2)�7+(�3/$7)250�'(/86,21

���3ODWIRUPV�$UH�D�5HYROXWLRQDU\�1HZ�%XVLQHVV�0RGHO�

���'LJLWDO� 3ODWIRUPV� $UH� 6WUXFWXUDOO\� 6XSHULRU� WR� $QDORJ

3ODWIRUPV�

���$OO�3ODWIRUPV�([KLELW�3RZHUIXO�1HWZRUN�(IIHFWV�

���1HWZRUN� (IIHFWV� /HDG� ,QH[RUDEO\� WR� :LQQHU�7DNH�$OO

0DUNHWV�

3/$7)2506�$5(�$�5(92/87,21$5<�1(:�%86,1(66�02'(/

,W�LV�WUXH�WKDW�EXVLQHVV�VFKRRO�SURIHVVRUV�RQO\�VWDUWHG�ZULWLQJ�LQ�HDUQHVW

DERXW�SODWIRUP�EXVLQHVV�PRGHOV�DIWHU�������%XW�LW�LV�D�WHUULEOH�PLVWDNH

WR�GDWH�D�VRFLDO�RU�HFRQRPLF�SKHQRPHQRQ�RQO\�IURP�WKH�PRPHQW�WKDW

DFDGHPLFV� GHFLGHG� WR� WDNH� QRWH�� :HOO� EHIRUH� WKH� LQWHUQHW� ZDV� HYHQ
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FRQFHLYHG��PXFK�OHVV�FRPPHUFLDOL]HG��WKH�DYHUDJH�FRQVXPHU�LQWHUDFWHG

ZLWK�SODWIRUP�EXVLQHVVHV�RQ�D�GDLO\�EDVLV�

7KH� GHILQLWLRQ� RI� D� ØSODWIRUPÙ� EXVLQHVV� LV� VWUDLJKWIRUZDUG�

$OWKRXJK� WKH\� WDNH�PDQ\� IRUPV��ZKDW� SODWIRUPV� KDYH� LQ� FRPPRQ� LV

WKDW� WKHLU� FRUH� YDOXH� SURSRVLWLRQ� OLHV� LQ� WKH� FRQQHFWLRQV� WKH\� HQDEOH

DQG�HQKDQFH��Ø7KH\�EULQJ� WRJHWKHU� LQGLYLGXDOV�DQG�RUJDQL]DWLRQV�Ù�D

UHFHQW� UHYLHZ� RI� SODWIRUP� EXVLQHVVHV� DQG� UHVHDUFK� VXPPDUL]HG�� ØVR

WKH\�FDQ�LQQRYDWH�RU�LQWHUDFW�LQ�ZD\V�QRW�RWKHUZLVH�SRVVLEOH�Ù�

7KH� SHUVLVWHQW� FRQIXVLRQ� UHJDUGLQJ� ZKDW� FRQVWLWXWHV� D� SODWIRUP

EXVLQHVV�� GHVSLWH� WKH� UHODWLYHO\� VLPSOH� GHILQLWLRQ�� LV� PRVWO\� GXH� WR

XQKHOSIXO� PDUNHW� LQFHQWLYHV�� $V� LV� RIWHQ� WKH� FDVH�� ZKHQ� D� PRQLNHU

HPHUJHV� WKDW� DIIRUGV� D� SUHPLXP� YDOXDWLRQ�� DOO�PDQQHU� RI� HQWHUSULVHV

WZLVW�WKHPVHOYHV�LQ�NQRWV�WR�FODLP�D�FUHGLEOH�DVVRFLDWLRQ�ZLWK�WKH�WHUP�

6R��IRU�LQVWDQFH��LW�VKRXOG�QRW�EH�VXUSULVLQJ�WKDW�D�IDVW�IRRG�VDODG�FKDLQ

ZRXOG�SURPRWH�LWVHOI�DV�D�ØIRRG�SODWIRUP�Ù�7KH�FRPSDQ\��6ZHHWJUHHQ�

KDV�HYHQ�DWWUDFWHG�D�GLVWLQJXLVKHG�+DUYDUG�%XVLQHVV�6FKRRO�SURIHVVRU

WR�WKH�ERDUG�WR�OHQG�OHJLWLPDF\�WR�WKH�SLWFK��

7KDW� VDLG�� WKH� GLYHUVLW\� RI� FRQQHFWLRQV� PDGH� SRVVLEOH� E\� WKH

LQWHUQHW� KDV� VSDZQHG� D� PLQG�ERJJOLQJ� DUUD\� RI� OHJLWLPDWH� SODWIRUP

EXVLQHVVHV�� RIWHQ�ZLWK� YHU\� GLIIHUHQW� EXVLQHVV�PRGHOV�� 6RPHWLPHV� WKH

SODWIRUPÖV� VRXUFH� RI� YDOXH� FRPHV� IURP� D� ILQDQFLDO� WUDQVDFWLRQ� E\

PDWFKLQJ� D� EX\HU� DQG� D� VHOOHU� LQ� D�PDUNHWSODFH�� VRPHWLPHV� LW� FRPHV

IURP�IDFLOLWDWLQJ�LQQRYDWLRQ�WKURXJK�WKH�DGGLWLRQ�RI�IXQFWLRQDOLW\�DQG

FRQWHQW� WR� D� VKDUHG� HQYLURQPHQW� OLNH� D� JDPLQJ� SODWIRUP�� DQG

VRPHWLPHV�LW�FRPHV�MXVW�IURP�WKH�LQWHUDFWLRQ�LWVHOI��DV�LQ�WKH�FDVH�RI�D

VRFLDO�QHWZRUN��7KLV�H[SORVLRQ�RI�QHZ�SODWIRUPV�KDV� OHG� WR�D�VWUDQJH

DPQHVLD�UHJDUGLQJ�WKH�XELTXLW\�RI�SODWIRUP�EXVLQHVVHV�ORQJ�EHIRUH�WKH

GDZQ�RI�WKH�GLJLWDO�DJH�

6RPH� RI� WKH� SODWIRUP� EXVLQHVVHV� WKDW� SUHGDWHG� WKH� LQWHUQHW� ZHUH

SULPDULO\� HOHFWURQLF�� OLNH� FUHGLW� FDUGV�� ,QWURGXFHG� E\� 'LQHUV� &OXE� LQ

�����DQG�SHUYDVLYH�E\�WKH�����V�DIWHU�WKH�HVWDEOLVKPHQW�RI�$PHULFDQ

([SUHVV�� 9LVD�� DQG� 0DVWHUFDUG�� FUHGLW� FDUGV� VHUYH� DV� D� SODWIRUP� RQ

ZKLFK� PHUFKDQWV� DQG� FXVWRPHUV� FDQ� WUDQVDFW��� %\� WKH� HQG� RI� �����
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9LVD�ZDV�ZRUWK�DOPRVW�KDOI�D�WULOOLRQ�GROODUV��ZLWK�0DVWHUFDUG�QRW�IDU

EHKLQG�

2WKHU� ORQJ�HVWDEOLVKHG� SODWIRUP� EXVLQHVVHV� DUH� SK\VLFDO�� OLNH� WKH

LFRQLF� PDOOV� WKDW� FRQQHFW� UHWDLOHUV� ZLWK� VKRSSHUV� WKURXJKRXW� WKH

FRXQWU\�� 7KH� 6RXWKGDOH� &HQWHU� LQ� (GLQD�� 0LQQHVRWD�� JHQHUDOO\

LGHQWLILHG�DV�WKH�ILUVW�PRGHUQ�VKRSSLQJ�PDOO��RSHQHG�LQ�������DQG�VWLOO

RSHUDWHV� WRGD\�� 0RYLH� WKHDWHUV� VLPLODUO\� DUH� SODWIRUP� EXVLQHVVHV�

([KLELWRUV�QHJRWLDWH�ZLWK�VWXGLRV�WR�JHW�WKH�EHVW�ILOPV�RQ�WKH�EHVW�WHUPV

DQG�PDUNHW�WKH�H[SHULHQFH�WR� ORFDO�PRYLHJRHUV��7KH�DELOLW\�WR�JHW�WKH

EHVW� ILOPV� LV� LQ� SDUW� D� IXQFWLRQ�RI� WKH� FUHGLELOLW\� RI� WKHLU� FODLP� WR�EH

DEOH�WR�DWWUDFW�WKH�ELJJHVW�SRVVLEOH�DXGLHQFH��DQG�WKHLU�DELOLW\�WR�ILOO�WKH

WKHDWHU�ZLOO�EH�LQ�SDUW�D�IXQFWLRQ�RI�WKH�ILOPV�WKH\�VHFXUH�

7KLV�FKLFNHQ�DQG�HJJ�G\QDPLF�LQKHUHQW�LQ�SODWIRUP�EXVLQHVVHV�KDV

QRW�IXQGDPHQWDOO\�FKDQJHG�ZLWK�WKH�LQWHUQHW��2SHUDWRUV�IDFH�WKH�VDPH

EDVLF�EXVLQHVV� LVVXHVÔZKR�DQG�KRZ�WR�FKDUJH��HQFRXUDJLQJ�SODWIRUP

OR\DOW\��DQG�ØWUDIILFÙ�PRQHWL]DWLRQ�VWUDWHJLHV��IRU�LQVWDQFHÔLQ�VHHNLQJ

WR�EXLOG�DQG�PDLQWDLQ�VXFFHVVIXO�PXOWLVLGHG�SODWIRUPV�

:KDW�LV�VXUSULVLQJ�LV�WKDW�LW�WRRN�VR�ORQJ�IRU�LW�WR�RFFXU�WR�DQ\RQH

WR� VWXG\� WKH� VWUXFWXUH� DQG� HFRQRPLFV� RI� SODWIRUP� EXVLQHVVHV�� 1REHO

3UL]HÓZLQQLQJ�HFRQRPLVW�-HDQ�7LUROH�LV�WKH�FRDXWKRU�RI�DQ�DUWLFOH�IURP

�����ZKLFK�� LI� QRW� WKH� DEVROXWH� ILUVW� WR� H[DPLQH� WKH�SKHQRPHQRQ�� LV

PRVW� ZLGHO\� FLWHG� DQG� DSSHDUV� WR� KDYH� ODXQFKHG� WKH� DYDODQFKH� RI

UHVHDUFK�DQG�SXEOLFDWLRQV�WKDW�KDYH�IROORZHG���,QWHUHVWLQJO\��JLYHQ�WKH

VXSSRVHG� FRQQHFWLRQ� EHWZHHQ� WKH� ØGLVFRYHU\Ù� RI� SODWIRUPV� DQG� WKH

DYDLODELOLW\�RI� WKH� LQWHUQHW�� WKH�VHPLQDO�DUWLFOH�ZDV�QRW�SXEOLVKHG� LQ�D

86�MRXUQDO�GHVSLWH�WKDW�WKH�PRVW�QRWDEOH�GLJLWDO�SODWIRUPV�RI�VFDOH�ZHUH

GHYHORSHG�KHUH�

7KH�DXWKRUV�RI� WKLV�JURXQGEUHDNLQJ�DUWLFOH� VHHP�VOLJKWO\�EHPXVHG

WKDW� WKH�WRSLF�KDG�SUHYLRXVO\�DWWUDFWHG�VXFK�ØVFDQW�DWWHQWLRQÙ�GHVSLWH

GHFDGHV�RI� UHVHDUFK� IRFXVHG�RQ�QHWZRUN�HFRQRPLFV�DQG�FKLFNHQ�DQG�

HJJ� SUREOHPV��� :KDWÖV� PRUH�� DOWKRXJK� VRPH� LQWHUQHW� EXVLQHVVHV� DUH

GLVFXVVHG��PRVW�RI�WKH�H[DPSOHV�XVHG�LQ�WKHLU�DQDO\VLV��LQFOXGLQJ�YLGHR

JDPHV�� FUHGLW� FDUGV�� DQG� RSHUDWLQJ� V\VWHPV�� VXEVWDQWLDOO\� SUHGDWH� WKH

LQWHUQHW� DQG� LQ� PDQ\� FDVHV� �OLNH� GLVFRXQW� FRXSRQ� ERRNV�� VKRSSLQJ
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PDOOV�� DQG� UHDO� HVWDWH� EURNHUV�� DUH� GHFLGHGO\� ORZ�WHFK��� 7KLV� KDV� QRW

GLVVXDGHG� WKH�PHGLD� RU� RWKHU� DFDGHPLFV� IURP� FKDUDFWHUL]LQJ� 7LUROHÖV

LQWHOOHFWXDO� FRQWULEXWLRQ�DV� VRPHKRZ�DSSO\LQJ�XQLTXHO\�RU�GLIIHUHQWO\

WR�Ø,QWHUQHW�HUD�FRPSDQLHV�Ù�

7KH� FRQYLFWLRQ� WKDW� SODWIRUPV� DUH� VRPHWKLQJ� QHZ� DQG� GLIIHUHQW

VHHPV�RQO\�WR�KDYH�LQWHQVLILHG�LQ�UHFHQW�\HDUV��7KH�WHUP�ØSODWIRUPÙ�KDV

HQWHUHG� WKH�YHUQDFXODU�ZLWK�D�YHQJHDQFH��DV�D� UHYLHZ�RI� VHDUFK� WHUPV

RYHU� WKH� SDVW� GHFDGH� UHYHDOV�� :KHWKHU� WKLV� FRLQFLGHV� ZLWK� D

FRUUHVSRQGLQJ� LQFUHDVH� LQ� XQGHUVWDQGLQJ� RI� WKH� GLVWLQJXLVKLQJ

FKDUDFWHULVWLFV�RI�SODWIRUP�EXVLQHVVHV�VHHPV�TXHVWLRQDEOH�DW�EHVW�

*RRJOH�7UHQGV��X3ODWIRUPY�,QWHUHVW�2YHU�7LPH

)LJXUH����

',*,7$/�3/$7)2506�$5(�6758&785$//<�683(5,25�72�$1$/2*

3/$7)2506

(YHQ� LI� SODWIRUPV� DUH� QRW� D� QHZ� FRQFHSW�� WKH� LQWHUQHW� KDV� YDVWO\

H[SDQGHG� WKH�UDQJH�� VFRSH��DQG�VL]H�RI�SRWHQWLDO�SODWIRUP�EXVLQHVVHV�

,Q�PDQ\� FDVHV�� WKHVH� QHZ� GLJLWDO�PRGHOV� KDYH� SURYHG� GHYDVWDWLQJ� WR

ORQJ�HVWDEOLVKHG� IUDQFKLVHV�� %XW� ELJJHU� LV� QRW� DOZD\V� EHWWHU�� DQG� WKH

DELOLW\�WR�XSHQG�GRHV�QRW�DOZD\V�VLJQDO�D�FDSDELOLW\�RI�FUHDWLQJ�ODVWLQJ

YDOXH�

7KH�XQGHQLDEOH��VRPHWLPHV�VKRFNLQJ�VWUHQJWK�RI�WKH�KDQGIXO�RI�WKH

ODUJHVW� GLJLWDO� SODWIRUPV� HVWDEOLVKHG� LQ� UHFHQW� GHFDGHVÔ*RRJOH� DQG

)DFHERRN� LQ�SDUWLFXODUÔKDV� OHG� WR�D�EURDGHU�DVVXPSWLRQ� WKDW�GLJLWDO

SODWIRUPV� DUH� FRQVLVWHQWO\� EHWWHU� EXVLQHVVHV� WKDQ� WKH� DQDORJ
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HTXLYDOHQWV��7KLV�LV�DQ�DVVXPSWLRQ�WKDW�GRHV�QRW�EHDU�XS�WR�VFUXWLQ\��,W

KDV�DOVR�SURYHQ�FRVWO\�WR�PDQ\�LQYHVWRUV�

$� FRPSDULVRQ� RI� WKH� NH\� EXVLQHVV� FKDUDFWHULVWLFV� RI� RQH� IDPLOLDU

DQDORJ� SODWIRUP� DQG� LWV� GLJLWDO� HTXLYDOHQW� GHPRQVWUDWHV� WKH� GHSWK� RI

WKLV�IDOODF\��6KRSSLQJ�PDOOV�DQG�WKHLU�GLJLWDO�FRXQWHUSDUW��H�FRPPHUFH

ZHEVLWHV�� UHSUHVHQW� WKH� VLPSOHVW� RI� WZR�VLGHG� SODWIRUPV� FRQQHFWLQJ

VHOOHUV�DQG�EX\HUV�

7UDGLWLRQDO� PDOOV� KDG� WZR� PDMRU� EHQHILWV�� WKHLU� YHQGRUV� ZHUH

FRPPLWWHG� WR� ORQJ�WHUP� OHDVHV� DQG� WKHLU� VKRSSHUVÖ� QH[W� EHVW� RSWLRQ

ZDV� PDQ\� PLOHV� DZD\�� %HIRUH� FRPPLWWLQJ� WR� FRQVWUXFWLRQ�� D� PDOO

GHYHORSHU�ZLOO� W\SLFDOO\� VHFXUH�D�KDQGIXO�RI�DQFKRU� WHQDQWV�DQG�RIWHQ

REWDLQ�QRW�RQO\�DQ�H[WHQGHG�FRPPLWPHQW��EXW�D�SURPLVH�QRW�WR�RSHQ

DQ\�RWKHU�VWRUHV�ZLWKLQ�D�FHUWDLQ�GLVWDQFH�RI�WKH�PDOO��7KH�RULJLQDO�VLWH�

VHOHFWLRQ� SURFHVV� LQFRUSRUDWHV� FRQVLGHUDWLRQV� RI� GHPRJUDSKLFV�

VKRSSLQJ� DOWHUQDWLYHV�� DQG� ODQG� FRVW� DQG� DYDLODELOLW\�� $� NH\� DQDO\VLV

KHUH� LV� WR� FRQILUP� WKDW� WKH� VXEVHTXHQW� HVWDEOLVKPHQW� RI� D� FRPSHWLQJ

QHDUE\�PDOO�LV�LPSUDFWLFDO��7KHVH�IHDWXUHV�HQVXUH�WKDW�WKH�PDOO�RSHUDWRU

LV�DEOH�WR�VHFXUH�VXSHULRU�UHWXUQV�IRU�LWV�LQYHVWRUV�

2Q�WKH� LQWHUQHW�� WKH�SODWIRUPÖV�UHODWLRQVKLSV�ZLWK�ERWK�EX\HU�DQG

VHOOHU� W\SLFDOO\�H[KLELW�QRQH�RI� WKLV�GXUDELOLW\��$OWHUQDWLYHV� IRU�EX\HUV

DUH�RQO\�D� FOLFN�DZD\��DQG� VRSKLVWLFDWHG� VHOOHUV�G\QDPLFDOO\�RSWLPL]H

WKHLU�DELOLW\�WR�UHDFK�FXVWRPHUV�DFURVV�FRPSHWLQJ�SODWIRUPV�RU�GLUHFWO\�

7KHUH�DUH�IHZ�OHYHUV�D�GLJLWDO�FRPPHUFH�SODWIRUP�FDQ�SXOO� WR�FRPEDW

WKLV�VWUXFWXUDO�UHDOLW\��(VWLPDWHV�RI�H�FRPPHUFH�IDLOXUH�UDWHV�DUH�DV�KLJK

DV����SHUFHQW��

7KH�FDVH�RI�$PD]RQ�LV�FRPSOH[�DQG�WKH�VXEMHFW�RI�LWV�RZQ�FKDSWHU�

,W� LV�ZRUWK�QRWLQJ��KRZHYHU��WKDW�WKH�PRVW�VXFFHVVIXO�RSHUDWRUV�LQ�WKH

VKRSSLQJ�FHQWHU� VHFWRU� DUH� ZLOGO\� PRUH� SURILWDEOH� WKDQ� $PD]RQÖV� H�

FRPPHUFH�RSHUDWLRQV����7KH�SRLQW�LVQÖW�WKDW�\RX�ZRXOG�UDWKHU�LQYHVW�LQ

D�PDOO�RSHUDWRU�WKDQ�$PD]RQ�GXULQJ�D�SDQGHPLF�EXW�VLPSO\�WKDW�RII�

OLQH� EXVLQHVV� PRGHOV� KDYH� VXUSULVLQJ� UHODWLYH� UHVLOLHQFH�� ,W� LV� QRW� D

FRLQFLGHQFH�WKDW��GHVSLWH�WKH�VHFXODU�WUHQGV��ULJKW�XS�XQWLO�WKH�&29,'�

��� FULVLV� KLW�� VWUXJJOLQJ� RQOLQH� UHWDLOHUV� ZHUH� LQFUHDVLQJO\� ORRNLQJ� WR

VROYH�WKHLU�VWUXFWXUDO�ZRHV�E\�RSHQLQJ�XS�PDOO�RXWOHWV���
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$� GLVSURSRUWLRQDWH� QXPEHU� RI� WKH� HDUOLHVW� GRW�FRP� IODPHRXWVÔ

QDPHV� OLNH� 3HWV�FRP�� .R]PR�� %RR�FRP�� DQG� :HEYDQÔZHUH� H�

FRPPHUFH�FRPSDQLHV��7KHVH�HOLFLW�VRPH�QRVWDOJLD�IRU�WKRVH�RI�XV�ZKR

OLYHG� WKURXJK� WKH� ILUVW� LQWHUQHW� ERRP� EXW� OLNHO\� FDXVH� UHFXUULQJ

QLJKWPDUHV� IRU� VRPH� RI� WKH� ELJJHVW� QDPHV� LQ� YHQWXUH� FDSLWDO� ZKR

DFWXDOO\�EDFNHG�WKHP�

7KH�PRUH�UHFHQW�HQWULHV�LQWR�WKH�FDWHJRU\�KDYH�KDUGO\�SURYHQ�PXFK

PRUH� UHVLOLHQW�� DOWKRXJK� UHPDUNDEO\� WKLV� KDV� QRW� VHHPHG� WR

VLJQLILFDQWO\�GDPSHQ�WKH�ZLOOLQJQHVV�RI�SXEOLF�DQG�SULYDWH�LQYHVWRUV�WR

DJJUHVVLYHO\� ILQDQFH� WKH�FDWHJRU\��7KH�ØIODVK� VDOHÙ�FUD]H� ODVWHG�D� IHZ

\HDUV�DQG�EULHIO\�SURGXFHG� LWV�RZQ�VLJQDWXUH�XQLFRUQ��*LOW�*URXSH���

2QOLQH� GHDO� PDUNHWSODFH� *URXSRQÖV� ����� ,32� ZDV� WKH� ODUJHVW� VLQFH

*RRJOHÖV� LQ� ������ YDOXLQJ� WKH� FRPSDQ\� DW� ZHOO� RYHU� ���� ELOOLRQ���

7RGD\��LW�LV�D�ODUJHO\�IRUJRWWHQ�PLFURFDS����,Q�������WKH�KLJKHVW�SURILOH

FURS� RI� H�FRPPHUFH� ,32V�� -XPLD�� 5HYROYH�� DQG� &KHZ\ÔWDUJHWLQJ

FRPPHUFH� LQ� $IULFD�� FORWKLQJ�� DQG� SHW� SURGXFWV�� UHVSHFWLYHO\ÔDOO

VRDUHG� RQ� WKHLU� ILUVW� GD\� RI� WUDGLQJ� EXW� HQGHG� WKH� \HDU� DW� D� VPDOO

IUDFWLRQ�RI�WKH�YDOXH�UHIOHFWHG�E\�WKDW�LQLWLDO�HXSKRULD�

$OWKRXJK�&29,'����LQLWLDOO\�LQWHUUXSWHG�WKH�,32�GUHDPV�RI�PDQ\

LQ� WKH� SODQQHG� H�FRPPHUFH� FODVV� RI� ����ÔIRU� LQVWDQFH� 3RVKPDUN�

DQRWKHU�IDVKLRQ�UHWDLOHU��ZKLFK�KDG�SUHYLRXVO\�GHOD\HG� LWV� ,32��ÔWKH

VHFWRU� GUDPDWLFDOO\� UHFRYHUHG� DV� LQYHVWRUV� FDPH� WR� EHOLHYH� LQ� D

SHUPDQHQW� VKLIW� WR� RQOLQH� EX\LQJ�� &DVSHU�� LQ� EHGGLQJ�� WDSSHG� WKH

SXEOLF�PDUNHWV�MXVW�EHIRUH�WKH�IXOO�IRUFH�RI�WKH�SDQGHPLF�ZDV�IHOW�DQG

ORVW����SHUFHQW�RI�LWV�YDOXH�LQ�WKH�ILUVW�PRQWKÔEXW�PDQDJHG�WR�UHJDLQ

DW� OHDVW� VRPH�RI� LWV� ,32�SULFH� E\� \HDU� HQG����0RUH� GUDPDWLFDOO\�� WKH

RQFH�XQORYHG�&KHZ\��GHVFULEHG�DV� WKH�3HWV�FRP�RI� WKH� FXUUHQW� HUD���

H[SORGHG� WR� D� PDUNHW� FDSLWDOL]DWLRQ� RI� RYHU� ���� ELOOLRQ�� $QG� LQ

6HSWHPEHU�� 3RVKPDUN� ZHQW� DKHDG� DQG� ILOHG� LWV� ,32� SDSHUZRUN�

XOWLPDWHO\� EHFRPLQJ� RQH� RI� WKH� HDUOLHVW� KRW� RIIHULQJV� RI� �������

6KLIWLQJ�PDUNHW� VHQWLPHQW�� KRZHYHU�� FDQ� RQO\�PDVN� WKH� IXQGDPHQWDO

HFRQRPLFV�RI�H�FRPPHUFH�IRU�VR�ORQJ�

'LJLWDO� UHWDLO� HQYLURQPHQWV� SURYLGH� FRQVXPHUV� ZLWK� ERXQWLIXO

LQIRUPDWLRQ�ZLWK� UHVSHFW� WR� ERWK� SULFH� DQG� SURGXFW� RSWLRQV�� %XW� WKH
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IULHQG�RI�WKH�EX\HU�LV�W\SLFDOO\�WKH�HQHP\�RI�WKH�VHOOHUÔDV�SRZHU�VKLIWV

WR� FRQVXPHUV� DQG� DZD\� IURP� SURGXFHUV�� H[FHSWLRQDO� SURILW

RSSRUWXQLWLHV�EHFRPH�UDUH��2QOLQH�FRPPHUFH�PD\�KDYH�EHHQ�FRUUHFWO\

LGHQWLILHG�DV�RQH�RI�WKH�ILUVW�ØNLOOHU�DSSVÙ�RI�WKH�:RUOG�:LGH�:HE��EXW

RYHUZKHOPLQJO\�ZKR�JHWV�NLOOHG�DUH�WKH�LQYHVWRUV�LQ�WKHVH�EXVLQHVVHV�

2I� FRXUVH�� DOO� GLJLWDO� FRPPHUFH�EXVLQHVVHV� DUH�QRW� WKH� VDPH�� DQG

WKHVH�LPSRUWDQW�GLVWLQFWLRQV�DUH�H[DPLQHG�PRUH�FORVHO\�ODWHU��6RPH�DUH

SXUH� SODWIRUPV� WKDW� VLPSO\� FRQQHFW� EX\HU� DQG� VHOOHU�� VXFK� DV� H%D\�

2WKHUV��OLNH�&DVSHU��DFWXDOO\�DUH�WKH�VHOOHUV�WKHPVHOYHV�DQG�VRPHWLPHV

HYHQ� WKH� PDQXIDFWXUHUV�� $QG� VWLOO� RWKHUV�� OLNH� $PD]RQ�� RSHUDWH� D

K\EULG�PRGHO� RI� VRPH� VRUW�� $QG� WKHUH� DUH� ODUJH� H�FRPPHUFH� VHFWRUV�

OLNH� RQOLQH� WUDYHO� EXVLQHVVHV�� WKDW� VHOO� VHUYLFHV� UDWKHU� WKDQ� WKLQJV�

'HVSLWH� WKHLU� GLYHUVLW\� RI� EXVLQHVV� PRGHOV� DQG� SURGXFWV�� DV� D� JURXS

WKH\� DUH� VXUSULVLQJO\� FRQVLVWHQW� LQ� DW� OHDVW� RQH� UHJDUG�� GLVDSSRLQWLQJ

ILQDQFLDO�SHUIRUPDQFH�RYHU�WLPH�

'XULQJ� WKH� TXDUWHU� FHQWXU\� VLQFH� WKH� ELUWK� RI� WKH� FRPPHUFLDO

LQWHUQHW��GR]HQV�RI�FRPSDQLHV�LQ�VRPH�IRUP�RI�H�FRPPHUFH�KDYH�JRQH

SXEOLF��$OPRVW�D�TXDUWHU�KDYH�JRQH�EDQNUXSW�RU�GHOLVWHG��2I�WKRVH�WKDW

PDQDJHG�WR�JHW�DFTXLUHG�EHIRUH�IDFLQJ�WKDW�XQSOHDVDQW�SURVSHFW��RYHU

WZR�WKLUGV�VROG�RXW�IRU�OHVV�WKDQ�WKHLU�RULJLQDO�SXEOLF�RIIHULQJ�SULFH��2I

WKH� WKLUG� WKDW� UHPDLQ�SXEOLF� FRPSDQLHV�� RYHU����SHUFHQW�KDYH� ODJJHG

WKH�RYHUDOO�PDUNHW�VLQFH�WKHLU�UHVSHFWLYH�,32V���
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86�(�FRPPHUFH�,32V

)LJXUH����

6RXUFH��6	3�&DSLWDO�,4��&RPSDQ\�ILOLQJV��SUHVV�UHOHDVHV�

1RWH��'LVSOD\V�86�,QWHUQHW�DQG�'LUHFW�0DUNHWLQJ�5HWDLO�&RPSDQLHV�ZLWK�,32V�IURP�����Ó����

$//�3/$7)2506�(;+,%,7�32:(5)8/�1(7:25.�())(&76

7KH� LPDJLQHG� WDOLVPDQLF� TXDOLWLHV� RI� SODWIRUP� EXVLQHVV� PRGHOV� DUH

RIWHQ�DWWULEXWHG�WR�WKH�LQKHUHQW�DYDLODELOLW\�RI�DQ�LPSRUWDQW�HFRQRPLF

SKHQRPHQRQ�NQRZQ�DV�ØQHWZRUN�HIIHFWV�Ù�6RPHWLPHV�DOVR�UHIHUUHG�WR

DV� WKH� ØIO\ZKHHO� HIIHFW�Ù� LW� PHDQV� WKDW� HYHU\� QHZ� XVHU� LQFUHDVHV� WKH

YDOXH�RI�WKH�QHWZRUN�WR�H[LVWLQJ�XVHUV�

:KDW� LV� VR� LUUHVLVWLEOH� DERXW� QHWZRUN� HIIHFWV� LV� WKHLU� SRWHQWLDO� WR

IHHG�RII�WKHPVHOYHV��7KHUH�LV�VRPHWKLQJ�FRPSHOOLQJ�DERXW�WKH�YLUWXRXV

FLUFOH�RI�VWHDGLO\� LQFUHDVLQJ�DGYDQWDJH�UHIOHFWHG�LQ�WKH�PRVW�VXFFHVVIXO

EXVLQHVVHV�EXLOW�RQ�QHWZRUN�HIIHFWV��,Q�WKHRU\��HYHU\�QHZ�XVHU�LQFUHDVHV

WKH� UHODWLYH� DWWUDFWLYHQHVV� RI� WKH� EXVLQHVV�� VLPXOWDQHRXVO\� DWWUDFWLQJ

VWLOO�PRUH�QHZ�XVHUV�DQG�PDNLQJ�WKH�SURVSHFW�RI�VXFFHVVIXO�FRPSHWLWLYH

DWWDFN�HYHU�PRUH�UHPRWH�

7KH� ORJLFDO� DVVRFLDWLRQ�EHWZHHQ�SODWIRUP�EXVLQHVVHV�DQG�QHWZRUN

HIIHFWV� LV� XQGHUVWDQGDEOH�� 3ODWIRUPV�� DIWHU� DOO�� DUH� JHQHUDOO\� LQ� WKH
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EXVLQHVV�RI�PDQDJLQJ�DQG� IDFLOLWDWLQJ� WKH� LQWHUDFWLRQ�DPRQJ�QHWZRUN

SDUWLFLSDQWV�� %XW� LW� LV� D� PLVWDNH� WR� FRQFOXGH� WKDW� DOO� SODWIRUPV� DUH

SRZHUHG� E\� VWURQJ� QHWZRUN� HIIHFWV���� ,Q� IDFW�� SOHQW\� RI� SODWIRUP

EXVLQHVVHV�UHFHLYH�OLWWOH�DVVLVWDQFH�IURP�QHWZRUN�HIIHFWV�

)RU� LQVWDQFH�� DOO� DG�VXSSRUWHG� PHGLD� EXVLQHVVHV�� IURP� WHOHYLVLRQ

EURDGFDVWHUV� WR� LQWHUQHW� FRQWHQW� SURYLGHUV�� VHUYH� DV� SODWIRUPV� WR

FRQQHFW� DGYHUWLVHUV� DQG� FRQVXPHUV�� 7KH� ØZDWHU� FRROHUÙ� HIIHFW� PD\

JHQHUDWH� VRPH� SV\FKLF� EHQHILW� IURP� NQRZLQJ� WKDW� RWKHUV� VKDUH� \RXU

LQWHUHVWV� DQG� DGYHUWLVHUV� DUH� XQGRXEWHGO\� DWWUDFWHG� WR� D� ODUJHU

DXGLHQFH��EXW�WKH�HFRQRPLFV�RI�WKHVH�EXVLQHVVHV�DUH�SULPDULO\�GULYHQ�E\

WUDGLWLRQDO� IL[HG�FRVW� VFDOH�� ,W� LV� WKH� SURGXFWLRQ� RI� KLW� VKRZV� DQG

FRPSHOOLQJ� ZHE� FRQWHQW� WKDW� SRZHU� WKHVH� EXVLQHVVHV�� QRW� QHWZRUN

HIIHFWV� HLWKHU� EHWZHHQ� RU� DPRQJ� YLHZHUV� DQG� DGYHUWLVHUV�� :KHQ� WKH

FRQWHQW� VXFFHHGV�� WKH� VLJQLILFDQW� IL[HG� LQIUDVWUXFWXUH� FRVWV� FDQ� EH

VSUHDG� DFURVV� WKH� KHLJKWHQHG� UHYHQXH� EDVH� JHQHUDWHG� E\� DWWUDFWLQJ

PRUH�YLHZHUV�DQG�EHWWHU�DGYHUWLVLQJ�UDWHV�

6LPLODUO\�� PRYLH� WKHDWHUV�� DV� QRWHG� HDUOLHU�� UHSUHVHQW� SODWIRUPV

FRQQHFWLQJ�PRYLHJRHUV� DQG� VWXGLRV�� 7KHLU� HFRQRPLFV�� KRZHYHU�� KDYH

OLWWOH� WR� GR� ZLWK� QHWZRUN� HIIHFWV�� 5DWKHU�� UHODWLYH� SURILWDELOLW\� KDV

KLVWRULFDOO\�EHHQ�SUHGRPLQDQWO\�D�IXQFWLRQ�RI�ZKHWKHU�WKH�WKHDWHUV�DUH

UHJLRQDOO\� FOXVWHUHG� LQ� VPDOO� PDUNHWV� WKDW� VXSSRUW� IHZ� WKHDWHUV� RU

VSUHDG�QDWLRQDOO\�DFURVV�KLJKO\�FRPSHWLWLYH�ELJ�FLWLHV���

(YHQ� =RRP�� WKH� YLGHR� FRPPXQLFDWLRQV� SODWIRUP� WKDW� LV� SHUKDSV

WKH� PRVW� LFRQLF� VXFFHVV� RI� WKH� SDQGHPLF� HUD�� LV� QRW� UHDOO\� D� VWURQJ

QHWZRUN�HIIHFWV�EXVLQHVV��%\�WKH�HQG�RI�������WKH�FRPSDQ\�ZDV�ZRUWK

RYHU� ����� ELOOLRQ� DQG� LWV� VWRFN� WUDGHG� DW� DURXQG� WHQ� WLPHV� LWV� ����

RIIHULQJ� SULFH�� =RRP� LV� D� IDEXORXV� SURGXFW�� EXW� LWV� YHU\� VXFFHVV� LQ

HOLPLQDWLQJ�DQ\�IULFWLRQ�RU�FRPSOH[LW\�LQ�DGRSWLRQ�KDV�VHYHUHO\�OLPLWHG

KRZ� SRZHUIXO� LWV� QHWZRUN� HIIHFWV� FDQ� EH�� $W� WKLV� SRLQW�� PXOWLSOH

FRPSHWLWLYH�SURGXFWV�DOVR�SHUPLW�SDUWLFLSDWLRQ�E\�VLPSO\�FOLFNLQJ�RQ�D

EURZVHU� OLQN�� VR� REWDLQLQJ� DFFHVV� WR� WKH� EURDGHVW� SRVVLEOH� SRRO� RI

SRWHQWLDO� QHWZRUN� SDUWLFLSDQWV� LV� QRW� D� GLIIHUHQWLDWRU�� :LWKRXW� DQ\

PHDQLQJIXO�FRVWV�RI�VZLWFKLQJ�RU�UHDO�FKDOOHQJHV�LQ�FRRUGLQDWLQJ�DPRQJ

XVHUV��WKH�YDOXH�RI�DQ\�QHWZRUN�HIIHFWV�LV�OLPLWHG���
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,W�LV�WUXH�WKDW�PRVW�SODWIRUP�EXVLQHVVHV�GR�H[KLELW�QHWZRUN�HIIHFWV�

1RQHWKHOHVV��HYHQ�ZKHUH�WKH\�H[LVW�� WKH�QDWXUH��H[WHQW��DQG�LPSDFW�RI

WKH�HIIHFWV�RQ�WKH�DWWUDFWLYHQHVV�RI�WKH�HQWHUSULVHV�YDU\�ZLGHO\��)LQDOO\�

ZKHQ��DV�LQ�WKH�FDVH�RI�)DFHERRN��VWURQJ�QHWZRUN�HIIHFWV�DUH�D�FUXFLDO

IHDWXUH�RI�D�SRZHUIXO�GLJLWDO�SODWIRUP��WKHUH�LV� LQYDULDEO\�PRUH�WR�WKH

VWRU\��8QGHUVWDQGLQJ�ZKHWKHU�DQG�ZK\�WR�LQYHVW�LQ�D�SODWIRUP�EXVLQHVV

UHTXLUHV�DQ�H[DPLQDWLRQ�RI�PXOWLSOH� IDFWRUV�ZHOO�EH\RQG�WKH�SUHVHQFH

RI�QHWZRUN�HIIHFWV�

1(7:25.�())(&76�/($'�,1(;25$%/<�72�:,11(5�7$.(�$//�02'(/6

7KH� SHUFHLYHG� SRZHU� RI� QHWZRUN� HIIHFWV� EXVLQHVV� PRGHOV� DQG� WKH

XQLTXH�DELOLW\�RI�GLJLWDO�SODWIRUPV�WR�ZHDSRQL]H�WKHVH�RQ�D�SUHYLRXVO\

XQLPDJLQDEOH�VFDOH�OLH�DW�WKH�KHDUW�RI�WKH�3ODWIRUP�'HOXVLRQ��1HWZRUN

HIIHFWV��OLNH�SODWIRUPV��H[LVWHG�LQ�WKH�DQDORJ�ZRUOG��,Q�DQ�H[DPSOH�FORVH

WR� KRPH�� WKH� UHVLOLHQFH� RI� WKH� UDQNLQJV� RI� WKH� ZRUOGÖV� WRS� UHVHDUFK

XQLYHUVLWLHV�RYHU�PDQ\�GHFDGHV� LQ� WKH� IDFH�RI�ZHOO�IXQGHG�JOREDO�QHZ

HQWUDQWV� LV�D� IXQFWLRQ�RI� WKH�HQWUHQFKHG�QHWZRUN�RI� VWXGHQWV�� IDFXOW\�

IXQGHUV��DQG�DOXPQL�

%XW� WKH� LQWHUQHW� LV� D� QHWZRUN� RI� QHWZRUNV�� ,WV� HPHUJHQFH� DV� WKH

LQGLVSHQVDEOH� LQVWUXPHQWDOLW\� RI� FRPPHUFH� DQG� FRPPXQLFDWLRQ� LV

SHUKDSV� WKH� GHILQLQJ� FKDUDFWHULVWLF� RI� WKH� PRGHUQ� HFRQRP\�� ,WV� YHU\

IOXLGLW\� DQG� XELTXLW\� ZRXOG� VHHP� WR� HQDEOH� DQ� LQWHQVLILFDWLRQ� RI

QHWZRUN�HIIHFWV�ZKHUH�WKH\�SUHYLRXVO\�DSSOLHG�DQG�D�YDVW�H[SDQVLRQ�RI

SRWHQWLDO�QHZ�DSSOLFDWLRQV�

7KH� LPDJLQHG� UHVXOW� LV� RI� DQ� HFRQRP\� GRPLQDWHG� E\� EHKHPRWKV

EHQHILWLQJ� IURP� WKH�ZLQQHU�WDNH�DOO� �RU��PRUH�PRGHVWO\��ZLQQHU�WDNH�

PRVW�� G\QDPLFV� RI� GLJLWDOO\� HQKDQFHG� QHWZRUN� HIIHFWV� LQ� D� JURZLQJ

QXPEHU�RI�GRPDLQV�

7KH�SUREOHP�ZLWK�WKLV�VWRU\�OLQH�LV�WKDW�LW�LV�QRW�VXSSRUWHG�E\�HYHQ

D�FXUVRU\�VXUYH\�RI�WKH�ODQGVFDSH��)RU�HYHU\�)DFHERRN�DQG�0LFURVRIW

WKHUH�DUH� OLWHUDOO\�KXQGUHGV�RI�QHWZRUN�HIIHFWV�EXVLQHVVHV�RSHUDWLQJ�LQ

FURZGHG�VHFWRUV�RU�RQHV�LQ�ZKLFK�LW�LV�QRW�FOHDU�WKDW�DQ\RQH�ZLOO�HYHU

WXUQ�D�SURILW��7KHUH� LV� VLPSO\�QR�DFWXDO� HYLGHQFH� IRU� WKH�RIW�UHSHDWHG
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DVVHUWLRQ� WKDW� QHWZRUN� HIIHFWV� DUH� ØOLNHO\� WR� VWUHQJWKHQ� D� PDUNHWÖV

ZLQQHU�WDNH�DOO�WHQGHQF\�Ù��

7R�VHH�WKDW�ZLQQHU�WDNH�DOO�RXWFRPHV�GR�QRW�IROORZ�QHFHVVDULO\�RU

HYHQ�XVXDOO\�IURP�WKH�PHUH�H[LVWHQFH�RI�QHWZRUN�HIIHFWV��OHWÖV�ORRN�DW�D

VXEVHW� RI� H�FRPPHUFH� EXVLQHVVHV� LQ� ZKLFK� WKH� SUHVHQFH� RI� QHWZRUN

HIIHFWV� LV� PRVW� LQWXLWLYH�� 6R�FDOOHG� PDUNHWSODFH� EXVLQHVVHV� VHUYH� DV

PDWFKPDNHUV� WR� EX\HUV� DQG� VHOOHUV�� 7KH\� GRQÖW� SURGXFH� WKHLU� RZQ

SURGXFWV�DQG�GR�QRW�W\SLFDOO\�KROG� LQYHQWRU\��5DWKHU�� WKHLU�VXFFHVV� LV

EDVHG� RQ� WKH� DELOLW\� WR� FUHDWH� DQ� DSSHDOLQJ� IRUXP� ZLWKLQ� ZKLFK� WR

WUDQVDFW��7KLV� LV� WKH�FODVVLF� LQGLUHFW�QHWZRUN�HIIHFWV�EXVLQHVV�PRGHOÔ

PRUH� EX\HUV� DWWUDFW� PRUH� VHOOHUV� DQG� YLFH� YHUVD�� )RXQGHG� D� TXDUWHU

FHQWXU\� DJR�� H%D\�ZDV� RQH� RI� WKH� ILUVW� VXFFHVVIXO� GLJLWDO�PDUNHWSODFH

EXVLQHVVHV�� EXW� KXQGUHGV� RI� RWKHUV� KDYH� IROORZHG� XVLQJ� GLIIHUHQW

DSSURDFKHV�DQG�WDUJHWLQJ�GLIIHUHQW�PDUNHWV�

(YHQ�LQ�WKLV�ZHOO�HVWDEOLVKHG�VHFWRU��WKH�UDQJH�RI�LQGXVWU\�VWUXFWXUHV

DQG�RXWFRPHV�YDULHV�ZLOGO\�EDVHG�RQ�D�QXPEHU�RI�IDFWRUV��VXFK�DV�ZKDW

LV�EHLQJ�VROG�DQG�WKH�JHRJUDSK\�EHLQJ�VHUYHG��,Q�WKH�86��IRU�LQVWDQFH�

WKH�DXWRPRWLYH�PDUNHW�VXSSRUWV�ZHOO�HVWDEOLVKHG�JHQHUDO�PDUNHWSODFHV

OLNH� H%D\��$PD]RQ�� DQG�&UDLJVOLVW��PXOWLSOH� ODUJH� VSHFLDOL]HG� VHUYLFHV

VXFK� DV� $XWRWUDGHU�� &DUV�FRP�� &DUV'LUHFW�� DQG� (GPXQGV�FRP�� DQG

FDSWLYH� VLWHV�RI�D�YDULHW\�RI�GHDOHU�JURXSV�DQG�DVVRFLDWLRQV�DV�ZHOO�DV

GR]HQV� RI� VPDOOHU� SOD\HUV� DQG� D� FRQWLQXLQJ� VWUHDP� RI� UHODWLYHO\� QHZ

HQWUDQWV�OLNH�&DU*XUXV��7UXH&DU��DQG�&DUYDQD��$PLG�WKLV�GLYHUVLW\�RI

UHVXOWLQJ� LQGXVWU\� VWUXFWXUHV�� KRZHYHU�� ØZLQQHU�WDNH�DOOÙ� RU� HYHQ

ØZLQQHU�WDNH�PRVWÙ� DV� DQ� HTXLOLEULXP� RXWFRPH� LV� RQO\� UDUHO\

REVHUYHG�

0RUH�EURDGO\��WKH�DXWKRUV�RI�7KH�%XVLQHVV�RI�3ODWIRUPV����ORRNHG

DW� WZR� GHFDGHV� RI� SHUIRUPDQFH�� IURP� ����� WR� ������ RI� SODWIRUP

EXVLQHVVHV� DQG� QRWHG� WKDW� UHODWLYHO\� IHZ� KDG� VXUYLYHG�� 6SHFLILFDOO\�

ØRQO\� ��� SHUFHQW� ���� RXW� RI� ����� UHPDLQHG� LQ� ����� DV� LQGHSHQGHQW

SXEOLF�FRPSDQLHV�Ù���0XFK�RI� WKH�ERRN� LV�SUHRFFXSLHG�ZLWK�GUDZLQJ

OHVVRQV� IURP� WKH�ZLGH�YDULHW\�RI� IDFWRUV� WKDW� OHG� WR� WKH�����SODWIRUP

EXVLQHVV� IDLOXUHV� FDWDORJXHG�� )RU� RXU� SXUSRVHV�� WKH� PRVW� LQWHUHVWLQJ

ILQGLQJ� LV�ZKDW�ZDV� WKH� OHDVW� OLNHO\� VRXUFH�RI� IDLOXUH�� Ø,Q� D� UHODWLYHO\
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VPDOO�QXPEHU�RI�SODWIRUP�VSDFHV��IDLOXUH�ZDV�D�IXQFWLRQ�RI�D�JHQXLQH

ZLQQHU�WDNH�DOO�RU�ZLQQHU�WDNH�PRVW�RXWFRPH�IRU�D�FRPSHWLWRU�Ù��

7KH�ULFK�WDSHVWU\�RI�EXVLQHVV�PRGHOV�DQG�ZLGH�YDULHW\�RI�XOWLPDWH

ILQDQFLDO� UHVXOWV� VXJJHVWV� WKDW� WKH� LGHQWLILFDWLRQ� RI� QHWZRUN� HIIHFWV

VKRXOG�UHSUHVHQW�WKH�EHJLQQLQJ��QRW�WKH�HQG��RI�WKH�DQDO\VLV��7LPH�DQG

DJDLQ��DSSDUHQWO\�SURPLVLQJ�QHWZRUN�HIIHFWV�EXVLQHVVHV�KDYH�DWWUDFWHG

FDSLWDO�IURP�YHQWXUH�DQG�SULYDWH�HTXLW\�LQYHVWRUV�EDVHG�SULPDULO\�RQ�D

EXVLQHVV�SODQ�RU�HDUO\�WUDFWLRQ�LQ�EXLOGLQJ�D�QHWZRUN��6RPHWLPHV�WKHVH

HDUO\� FDSLWDO� VRXUFHV� KDYH� EHHQ� UHZDUGHG� DV� WKH� QHWZRUNV� KDYH

FRQWLQXHG�WR�JURZ��DQG�WKH�EXVLQHVVHV�KDYH�EHHQ�VROG�HLWKHU�WR�ODUJHU

FRPSDQLHV� RU� WKH� SXEOLF� WKURXJK� DQ� ,32�� 7RR� RIWHQ�� KRZHYHU�� WKH

XOWLPDWH� RZQHUV� KDYH� EHHQ� GLVDSSRLQWHG� DV� WKH� ILQDQFLDO� UHVXOWV� RYHU

WLPH� UHIOHFW� WKDW� DOO� QHWZRUN� HIIHFWV� EXVLQHVVHV� DUH� QRW� FUHDWHG� HTXDO

DQG�WKDW�WKH�VLPSOH�H[LVWHQFH�RI�QHWZRUN�HIIHFWV�GRHV�QRW�HQVXUH�ZRUOG

GRPLQDWLRQ�RU�HYHQ�D�SURPLVLQJ�IXWXUH�

Ý���Ý���Ý

,1�$8*867�������$SSOH�EHFDPH�WKH�ILUVW�WULOOLRQ�GROODU�WHFK�FRPSDQ\���

$PD]RQ� DQG� 0LFURVRIW� VRRQ� IROORZHG���� DQG� *RRJOHÖV� SDUHQW�

$OSKDEHW�� PRUH� UHFHQWO\� DWWDLQHG� WKLV� RQFH� XQLPDJLQDEOH� YDOXDWLRQ

WKUHVKROG���� -XVW� WKH�DSSUHFLDWLRQ�RI� WKH�)$$1*�VWRFNV�DORQH�GXULQJ

WKH� ILUVW� VL[� PRQWKV� RI� ����� H[FHHGHG� ��� WULOOLRQ�� ,Q� $XJXVW� �����

$SSOH� EHFDPH� WKH� ILUVW� ��� WULOOLRQ� WHFK� FRPSDQ\���� 7DNLQJ� D� ORQJHU

YLHZ�� KRZHYHU�� ZKDW� PD\� EH� PRUH� VWDUWOLQJ� LV� KRZ� IHZ� GXUDEOH

LQGHSHQGHQW� LQWHUQHW� EXVLQHVVHV� RI� VFDOH� DQG� VXEVWDQFH� KDYH� DFWXDOO\

PDQDJHG�WR�HVWDEOLVK�WKHPVHOYHV� LQ� WKH�TXDUWHU�SOXV� FHQWXU\� VLQFH� WKH

EURDG�FRQVXPHU�DYDLODELOLW\�RI�WKH�:RUOG�:LGH�:HE�

$OWKRXJK�VRPHWKLQJ�QRUWK�RI�WZR�KXQGUHG�LQWHUQHW�,32V�RFFXUUHG

GXULQJ� WKH� ILUVW� WZHQW\� \HDUV� IROORZLQJ� 1HWVFDSH� EHFRPLQJ� D� SXEOLF

FRPSDQ\�LQ���������RXWVLGH�RI�)$$1*�QRW�PXFK�PRUH�WKDQ�D�KDQGIXO

KDYH�JURZQ�LQWR�SURYHQ�ODUJH�FDS�SXEOLF�FRPSDQLHV����)DU�PRUH�KDYH

JRQH� RXW� RI� EXVLQHVV�� EHHQ� VXEVXPHG� DW� D� IUDFWLRQ� RI� WKHLU� SUHYLRXV
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SXEOLF� YDOXDWLRQ� E\� VRPHRQH� HOVH�� RU� PXGGOHG� DORQJ� DV� PDUJLQDO

HQWHUSULVHV�

6LQFH� ������ WKH� QXPEHU� RI� QHZ� ODUJH�FDS� LQWHUQHW� FRPSDQLHV� KDV

DFFHOHUDWHG��0DQ\� RI� WKHVH� GHVFULEHG� WKHPVHOYHV� DV� D� ØSODWIRUPÙ� RI

RQH� NLQG� RU� DQRWKHU� EXW� WR� GDWH� KDYH� JHQHUDOO\� IDLOHG� WR� DFKLHYH

FRQVLVWHQW� SURILWDELOLW\�� $W� WKH� VDPH� WLPH�� DQ� LQFUHDVLQJ� QXPEHU� RI

SULYDWH� SODWIRUP� FRPSDQLHV� KDYH� DFKLHYHG� ØXQLFRUQÙ� VWDWXVÔ

DWWUDFWLQJ�SULYDWH� LQYHVWRUV�DW�D�YDOXDWLRQ�RI�RYHU����ELOOLRQÔRQO\� WR

EH�IRUFHG�WR�UHWXUQ�WR�WKH�SULYDWH�PDUNHW�DW�ORZHU�YDOXDWLRQV�LQ�RUGHU

WR�VHFXUH�DGGLWLRQDO�FDSLWDO� WR�VXUYLYH��:H:RUN� LV� WKH�KLJKHVW�SURILOH

FRPSDQ\�LQ�WKLV�FDWHJRU\��ZKLFK�LQFOXGHV�PDQ\�RWKHUV��6RPHWLPHV�WKH

,32� LWVHOI� VHUYHV� DV� D� GRZQ� URXQG��ZLWK� WKH� LQLWLDO�PDUNHW� YDOXHÔDV

ZDV� WKH� FDVH� IRU� 6TXDUH� DQG� 3LQWHUHVWÔVRPHWLPHV� ELOOLRQV� RI� GROODUV

OHVV�WKDQ�WKH�ILQDO�SULYDWH�URXQG���

7KH� DFFHOHUDWLRQ� LQ� WKH� QXPEHU� RI� QHZ� ODUJH�FDS� LQWHUQHW

FRPSDQLHV�LQ�UHFHQW�\HDUV�VWHPV�LQ�SDUW�IURP�WKH�VWUXFWXUDO�LQFHQWLYHV

WR�ZDLW� ORQJHU�EHIRUH� WDSSLQJ� WKH� ,32�PDUNHW����:LWK�XQSUHFHGHQWHG

OHYHOV� RI� SULYDWH� FDSLWDO� ZLOOLQJ� WR� GHOLYHU� OLTXLGLW\� DQG� VWHDGLO\

LQFUHDVLQJ� KHDGOLQH� YDOXDWLRQVÔVRPHWLPHV� XVLQJ� TXHVWLRQDEOH

VWUXFWXUDO�DQG�DFFRXQWLQJ�WRROV��ÔRXWVLGH�WKH�JODUH�RI�SXEOLF�VFUXWLQ\�

IRUPHU�8EHU�&(2�7UDYLV�.DODQLFN�VSRNH�IRU�PDQ\�SHHUV�ZKHQ�KH�VDLG

KLV�FRPSDQ\�ZRXOG�JR�SXEOLF�ØDV�ODWH�DV�KXPDQO\�SRVVLEOH�Ù��

7KH�FRPSDQLHV�ERUQ�LQ�WKH�RULJLQDO�GRW�FRP�ERRP�DURXQG�WKH�WXUQ

RI�WKH�FHQWXU\�KDG�EHHQ�LQ�H[LVWHQFH�IRU�WKUHH�\HDUV�RQ�DYHUDJH�ZKHQ

WKH\�ZHQW�SXEOLF��7KH�PRUH�UHFHQW�FURS�VWD\HG�SULYDWH�IRU�D�GHFDGH�RU

PRUH� RQ� DYHUDJH� EHIRUH� ORRNLQJ� WR� SXEOLF� LQYHVWRUV���� 7KHVH� VDPH

WHQGHQFLHV� WR� FRQWLQXH� WR� WDNH� DGGLWLRQDO� SULYDWH� PRQH\� IRU� ORQJHU

EHIRUH� JRLQJ� SXEOLF� DUH� UHIOHFWHG� LQ� WKH� DFFHOHUDWLQJ� JURZWK� LQ� WKH

QXPEHU� RI� XQLFRUQV� DV�ZHOO�� %XW� DV� WKH� FXPXODWLYH� QXPEHU� RI� DFWLYH

XQLFRUQV�KDV�VZHOOHG��WKH�QXPEHU�RI�VXFFHVVIXO�H[LWV�DV�D�SHUFHQWDJH�RI

WKH�WRWDO�KDV�H[SHULHQFHG�D�FRUUHVSRQGLQJO\�UDSLG�GHFOLQH�

$V� RI� ODWH� ������ WKHUH� ZHUH� RQO\� ��� DFWLYH� XQLFRUQV�� DQG� ZLWK

FRQVLVWHQF\�HDFK�\HDU� LQYHVWRUV� LQ�DERXW�D�TXDUWHU�RI� WKH�RXWVWDQGLQJ

FRPSDQLHV� ZHUH� DEOH� WR� ILQG� DQ� H[LW�� ZKHWKHU� WKURXJK� DQ� ,32� RU
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RWKHUZLVH����)URP�������KRZHYHU��ZKHQ�XQLFRUQV�QXPEHUHG�RYHU����

IRU�WKH�ILUVW�WLPH��XQWLO�WKH�HQG�RI�WKH�GHFDGH��E\�ZKLFK�WLPH�WKHUH�ZHUH

����� WKH� SHUFHQWDJH� RI� H[LWV� KDV� UHPDLQHG� VWXEERUQO\� DW� DURXQG� ��

SHUFHQW���� 7KLV� UHPDLQHG� WUXH� HYHQ� LQ� ������ ZLWK� XQSUHFHGHQWHG

RSSRUWXQLWLHVÔZHOO� EH\RQG� WKH� SUHYLRXV� UHFRUG� VHW� GXULQJ� WKH� ����

GRW�FRP�ERRPÔWR�WDS�WKH�SXEOLF�PDUNHWV���

/RRNLQJ�DW� WKLV�GDWD��RQH� LV� UHPLQGHG�RI� WKH�$HVRSÖV� IDEOH�RI� WKH

IR[�ZKR�GHFOLQHV� WR�YLVLW� WKH�VXSSRVHGO\�VLFN� OLRQ� LQ�KLV�FDYH�EHFDXVH

ØKH�FDQ�RQO\�VHH�WUDFNV�JRLQJ�LQ��EXW�QRQH�FRPLQJ�RXW�Ù�+RUDFH�UHOLHG

RQ� WKLV� WDOH� WR� DWWDFN� WKH� JHW�ULFK�TXLFN� FXOWXUH� WKDW� FKDUDFWHUL]HG

5RPDQ�EDQNHUV����,I�DQ\WKLQJ��WKHVH�RXWFRPHV�VXJJHVW�WKDW�LW�LV�KDUGHU

UDWKHU�WKDQ�HDVLHU�WR�PDNH�D�EXFN�LQ�GLJLWDO�HQYLURQPHQWV�

2I�FRXUVH��VWDUWLQJ�D�VXFFHVVIXO�QHZ�FRPSDQ\�RU�RXWSHUIRUPLQJ�WKH

RYHUDOO�PDUNHW�KDV�DOZD\V�EHHQ�D�GHYLOLVKO\�GLIILFXOW�XQGHUWDNLQJ��7KDW

WKH�ORVHUV�VLJQLILFDQWO\�RXWQXPEHU�WKH�ZLQQHUV�VKRXOG�QRW�EH�VXUSULVLQJ

RU� FRQFHUQLQJ� LQ� LWVHOI��:KDW� LV� DODUPLQJ�� KRZHYHU�� LV� WKH� H[WHQW� WR

ZKLFK� WKH� HXSKRULD� WULJJHUHG� E\� WKH� 3ODWIRUP� 'HOXVLRQ� KDV� OHG

LQYHVWRUV� WR� IRUJHW� WKDW�� XOWLPDWHO\�� WKH� H[LVWHQFH� RI� FRPSHWLWLYH

DGYDQWDJH�LV�ZKDW�GULYHV�WKH�DELOLW\�RI�DQ\�EXVLQHVV��GLJLWDO�RU�DQDORJ�

WR�SURGXFH�FRQVLVWHQWO\�VXSHULRU�UHWXUQV�

7KH�EDVLF�FRQFHSW�RI�FRPSHWLWLYH�DGYDQWDJH�KDV�EHHQ�WKH�VXEMHFW�RI

PXFK� QHHGOHVV� FRQIXVLRQ�� 7KLV� LV� SDUWLDOO\� WKH� UHVXOW� RI� WKH� VKHHU

YROXPH�RI�VFKRODUVKLS�WKDW�KDV�EHHQ�SURGXFHG�RQ�WKH�VXEMHFW��%XW�LW�LV

DOVR�D�IXQFWLRQ�RI�WKH�SUDFWLFDO�GLIILFXOWLHV�HQFRXQWHUHG�LQ�DSSO\LQJ�WKH

FODVVLF�ØILYH�IRUFHVÙ�IUDPHZRUN�IRU�DVVHVVLQJ�FRPSHWLWLRQ�GHYHORSHG�E\

+DUYDUG� %XVLQHVV� 6FKRRO� SURIHVVRU� 0LFKDHO� 3RUWHU� RYHU� IRUW\� \HDUV

DJR���� :KDW� ,� PHDQ� KHUH� E\� FRPSHWLWLYH� DGYDQWDJH� LV� GLVDUPLQJO\

VLPSOH��WKH�VWUXFWXUDO�FKDUDFWHULVWLFV�WKDW�DOORZ�D�FRPSDQ\�WR�GR�ZKDW

LWV�ULYDOV�FDQQRW����7KLV�VLPSOLFLW\�GRHV�QRW�GHWUDFW��KRZHYHU��IURP�LWV

FHQWUDO�LPSRUWDQFH�
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8QGHUVWDQGLQJ� FRPSHWLWLYH� DGYDQWDJH� LV� LQGLVSHQVDEOH� WR� SXUVXLQJ

VXFFHVVIXO�ORQJ�WHUP�EXVLQHVV�RU�LQYHVWLQJ�VWUDWHJLHV�LQ�ERWK�WKH�DQDORJ

DQG� GLJLWDO� ZRUOGV�� $� FRPSDQ\� FDQ� H[SHFW� WR� GHOLYHU� H[FHSWLRQDO

UHVXOWV�LQ�WZR�ZD\V��,W�FDQ�EH�D�EHWWHU�RSHUDWRU�RU�LW�FDQ�EHQHILW�IURP

VWUXFWXUDO� DWWULEXWHV� WKDW� LPSHGH� HIIHFWLYH� FRPSHWLWLYH� DWWDFN�� 6XFK

VWUXFWXUDO� DWWULEXWHV� DUH� FDOOHG� FRPSHWLWLYH� DGYDQWDJH�� ,GHQWLI\LQJ

ZKLFK� RI� WKH� WZR� URXWHV� LV� WKH� EDVLV� IRU� DQ\� SDUWLFXODU� LQVWDQFH� RI

RXWSHUIRUPDQFH� LV� FULWLFDO� IRU� OHDGHUV�DQG� LQYHVWRUV� ORRNLQJ� WR� UHSHDW

WKH�IHDW�

7KH� IXQGDPHQWDO�GLIIHUHQFH�EHWZHHQ�YDOXH�FUHDWLRQ�GHULYLQJ� IURP

RSHUDWLRQDO� DQG� IURP� VWUXFWXUDO� VRXUFHV� LV� WKHLU� UHVSHFWLYH�GXUDELOLW\�

$QG�LW�LV�GXULQJ�SHULRGV�RI�PDUNHW�HXSKRULDÔZKHQ�ILQDQFLDO�VXFFHVV�LV

DYDLODEOH�LQGLVFULPLQDWHO\�ZLWKRXW�WKH�QHHG�IRU�GHHS�XQGHUVWDQGLQJ�RI

WKH�WUXH�YDOXH�RI�LQGLYLGXDO�DVVHWVÔWKDW�DQ�DSSUHFLDWLRQ�RI�GXUDELOLW\�LV

HVSHFLDOO\� LPSRUWDQW��:KHQ� WKH�PXVLF� VWRSV�� DV� LW� DOZD\V� GRHV�� RQO\

WKRVH�ZKR�ZHUH� DEOH� WR�PDNH� WKHVH� FULWLFDO� GLVWLQFWLRQV�ZLOO� VXUYLYH�

(IILFLHQW� RSHUDWLRQV� FDQ� HYHQWXDOO\� EH� FRSLHG�� JUHDW� OHDGHUV� FDQ� EH

SRDFKHG��3URFHVV�DQG�FXOWXUH�GR�QRW�KDYH�WKH�UHVLOLHQFH�RI�D�VWUXFWXUDO

DGYDQWDJH�� $� QDWXUDO� PRQRSRO\�� D� SDWHQWHG� FULWLFDO� SURSULHWDU\

WHFKQRORJ\�� DQG� DQ� H[FOXVLYH� ORQJ�WHUP� JRYHUQPHQW� IUDQFKLVH� DUH

H[WUHPH� H[DPSOHV� RI� VWUXFWXUDO� DGYDQWDJHV� WKDW� VXSSRUW� SHUVLVWHQW

VXFFHVV�

7KLQN� IRU� D� PRPHQW� DERXW� WKH� LQWHUFKDQJHDELOLW\� RI� WKH� WHUPV

ØFRPSHWLWLYH�DGYDQWDJHÙ�DQG�ØEDUULHU�WR�HQWU\�Ù�,I�D�EXVLQHVV�H[KLELWV

FKDUDFWHULVWLFV�WKDW�JLYH�LW�D�GHIHQVLEOH�DGYDQWDJH�RYHU�DQ\�FRPSHWLWRUV�

WKLV� ZLOO� LQKLELW� QHZ� HQWUDQWV� DQG� GULYH� VXSHULRU� UHWXUQV�� :KHQ

VXSHULRU� UHWXUQV� DUH� EHLQJ� DFKLHYHG�� LQ� WKH� DEVHQFH� RI� LPSHGLPHQWV�

HQWUHSUHQHXUV� DQG� RSSRUWXQLVWLF� H[LVWLQJ� EXVLQHVVHV� HQWHU�� $QG� WKH\

FRQWLQXH� HQWHULQJ� XQWLO� WKDW� VR�FDOOHG� DGYDQWDJH� LV� QR� ORQJHU� DQ

DGYDQWDJH� DW� DOO� EXW� VLPSO\� WDEOH� VWDNHV� LQ� D� FRPSHWLWLYH� EXVLQHVV�

&RPSHWLWLYH� DGYDQWDJHV� DUH� SUHFLVHO\� WKRVH� IHDWXUHV� RI� LQFXPEHQF\

WKDW� VKXW� GRZQ� WKH� SURFHVV� RI� UHOHQWOHVV� HQWU\� EHFDXVH� SRWHQWLDO� QHZ

HQWUDQWV�NQRZ�WKH\�ZLOO�VXIIHU�IURP�D�UHODWLYH�VWUXFWXUDO�KDQGLFDS�

1RZ�FRQVLGHU� WKH�PRVW�HIILFLHQW�RSHUDWRU�ZLWK�D� IDEXORXV�FXOWXUH

DQG�H[WUDRUGLQDU\� LQWHUQDO�SURFHVVHV��7KLV�PLJKW� VHW�D�KLJK�EDU� IRU�D
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ZRXOG�EH� FRPSHWLWRU� LQ� WHUPV� RI� JHWWLQJ� LWV� DFW� WRJHWKHU� EHIRUH

HQWHULQJ�� EXW� LI� WKH� SOD\LQJ� ILHOG�ZHUH� RWKHUZLVH� OHYHO�� GR� \RX� GRXEW

WKDW�PDQ\�ZRXOG�WDNH�D�VKRW"�$QG�DOWKRXJK�WKHUH�DUH�SOHQW\�RI�FDVHV

RI�WKH�VDPH�FRPSDQ\�FRQVLVWHQWO\�SHUIRUPLQJ�DV�EHVW�LQ�FODVV�LQ�KLJKO\

FRPSHWLWLYH� VHFWRUV� ZLWKRXW� PHDQLQJIXO� VWUXFWXUDO� DGYDQWDJHV�� LW� FDQ

RQO\�GR� VR�E\� UHOHQWOHVVO\� XSSLQJ� LWV� JDPH��&KDQJHV� LQ�PDQDJHPHQW�

RZQHUVKLS�� RU� WKH� FRPSHWLWLYH� VHW� LQHYLWDEO\� EULQJ� WKHVH� LPSUHVVLYH

UXQV�WR�DQ�HQG�

)RU�PDQDJHUV��NQRZLQJ�WR�ZKDW�H[WHQW�D�FRPSDQ\�RZHV�LWV�VXFFHVV

WR� HIILFLHQF\� DQG� FRPSHWLWLYH� DGYDQWDJH� VKRXOG� IXQGDPHQWDOO\� GULYH

UHVRXUFH� DOORFDWLRQ�� 6WUDWHJ\� LV� DOO� DERXW� DFWLRQV� WKDW� ZLOO� DOORZ� D

EXVLQHVV�WR�SHUIRUP�EHWWHU�WKDQ�LWV�SHHUV�RYHU�WKH�ORQJ�WHUP��7KH�IRFXV

PXVW� DFFRUGLQJO\� EH� RQ� HVWDEOLVKLQJ� RU� UHLQIRUFLQJ� FRPSHWLWLYH

DGYDQWDJH�DQG�ZLOO�LQYROYH�LQWHUUHODWHG�FRQVLGHUDWLRQV�RI�KRZ�WR�LQYHVW

LQWHUQDOO\�DQG�KRZ�WR� LQWHUDFW�ZLWK�RWKHU�FRQVWLWXHQWV� LQ� WKH�EURDGHU

HFRV\VWHP�� (IILFLHQF\�� E\� FRQWUDVW�� KDV� D� UHODWLYHO\� VKRUWHU�WHUP

KRUL]RQ� DQG� LV� RYHUZKHOPLQJO\� IRFXVHG� LQWHUQDOO\� RQ� RSWLPL]LQJ

RSHUDWLQJ�SHUIRUPDQFH�

(IIHFWLYH�VWUDWHJ\�UHTXLUHV�DQ�DSSUHFLDWLRQ�RI�WKH�SUHFLVH�VRXUFHV�RI

FRPSHWLWLYH� DGYDQWDJH� LQ� RUGHU� WR� EHWWHU� SURWHFW� DQG� H[SORLW� WKH

EDUULHU��6RPH�DGYDQWDJHV�PDQLIHVW�RQ� WKH�VXSSO\�VLGH�� IDFLOLWDWLQJ� WKH

GHOLYHU\�RI�DQ�RWKHUZLVH�ODUJHO\�LGHQWLFDO�SURGXFW�DW�D�ORZHU�FRVW�WKDQ

WKDW�RI�D�FRPSHWLWRU��RU�VRPHWLPHV�D�EHWWHU�SURGXFW�DW�WKH�VDPH�FRVW��

2WKHU� HQWU\� EDUULHUV� HQMR\HG� E\� OXFN\� LQFXPEHQWV� DUH� GHPDQG�VLGH

SKHQRPHQD�� 7KHVH� NHHS� FXVWRPHUV� FDSWLYH� LQ� WKH� IDFH� RI� DSSDUHQWO\

HTXDOO\�DWWUDFWLYH��RU�HYHQ�VRPHZKDW�EHWWHU�RU�FKHDSHU��DOWHUQDWLYHV�

(DFK�SDUWLFXODU�YDULHW\�RI�GHPDQG�DQG�VXSSO\�DGYDQWDJH�FDOOV� IRU

GLIIHUHQW� IRUPV� RI� UHLQIRUFHPHQW�� )RU� H[DPSOH�� KDELW�� D� GHPDQG

DGYDQWDJH�� LV� VWUHQJWKHQHG� E\� HQFRXUDJLQJ� UHSHDWHG� XVH�� ZKHUHDV

SURSULHWDU\�WHFKQRORJ\��D�VXSSO\�DGYDQWDJH�� LV�SURWHFWHG�E\�FRQWLQXDO

LQYHVWPHQW��7KH�VWURQJHVW�IUDQFKLVHV�XVXDOO\�PDQDJH�WR�EHQHILW�IURP�D

FRPELQDWLRQ�RI� VXSSO\�DQG�GHPDQG�DGYDQWDJHV��ZKLFK�RIWHQ�EXWWUHVV

HDFK�RWKHU�

,Q� WKH� DEVHQFH� RI� EDUULHUV� WR� HQWU\�� KRZHYHU�� PDQDJHUV� VKRXOG

IRFXV�H[FOXVLYHO\�RQ�RSHUDWLQJ�HIILFLHQF\��%XW�D�FXOWXUH�RI�HIILFLHQF\�LV
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VWLOO� LPSRUWDQW� IRU� EXVLQHVVHV� ZLWK� FRPSHWLWLYH� DGYDQWDJHV� IRU� WZR

UHDVRQV��)LUVW��UHODWLYH�HIILFLHQF\�PDNHV�D�KXJH�GLIIHUHQFH�LQ�UHWXUQV�WR

LQYHVWRUV�� ,Q� WHFKQRORJ\� DV� LQ� RWKHU� GRPDLQV�� WKH� GHOWD� LQ� NH\

SHUIRUPDQFH� LQGLFDWRUV� EHWZHHQ� WKH� EHVW� DQG� ZRUVW� RSHUDWRUV� LV

VXEVWDQWLDO�� 6HFRQG�� HYHQ� ØVXVWDLQDEOHÙ� FRPSHWLWLYH� DGYDQWDJH� LV� QRW

IRUHYHU�� &KDQJHV� LQ� WHFKQRORJ\�� FRQVXPHU� GHPDQG�� JRYHUQPHQW

SROLFLHV�� DQG� DQ\� QXPEHU� RI� RWKHU� IDFWRUV� FDQ� FKDQJH� WKH� H[WHQW� RU

HYHQ� WKH� H[LVWHQFH� RI� DGYDQWDJH�� 7KH� ODFN� RI� VWURQJ� RSHUDWLQJ

FDSDELOLWLHV� ZLOO� VLJQLILFDQWO\� XQGHUPLQH� WKH� DELOLW\� WR� HIIHFWLYHO\

PDQDJH�VKLIWV�LQ�LQGXVWU\�VWUXFWXUH�

8QIRUWXQDWHO\��VWURQJ�FRPSHWLWLYH�DGYDQWDJH�KDV�D�WHQGHQF\�WR�GXOO

WKH�VHQVHV�ZKHQ�LW�FRPHV�WR�RSHUDWLQJ�HIILFLHQF\��,I�JUHDW�UHVXOWV�FDQ�EH

DFKLHYHG�ZLWKRXW� VZHDWLQJ��ZK\�VZHDW"�)XUWKHUPRUH�� LW� LV� FRQYHQLHQW

WR� LPDJLQH� WKDW� VROLG� UHVXOWV� DUH� WKH� RXWFRPH� RI� RQHÖV� RZQ� VWUDWHJLF

EULOOLDQFH�RU�RSHUDWLQJ�SURZHVV�UDWKHU� WKDQ�VLPSO\� LQGXVWU\�VWUXFWXUH�

7KH�QHZVSDSHU�LQGXVWU\�VXIIHUHG�IURP�QRWRULRXVO\�ZHDN�PDQDJHPHQW

\HW�RXWSHUIRUPHG�WKH�PDUNHW�DQG�GHOLYHUHG�RSHUDWLQJ�PDUJLQV�DV�KLJK

DV����SHUFHQW�RU�PRUH� IRU�GHFDGHV��7KH� IDLOXUH� WR�FXOWLYDWH�RSHUDWLQJ

VNLOOV� RU� XQGHUVWDQG� WKH� WUXH� VRXUFHV� RI� WKH� VHFWRUÖV� RXWVL]H

SHUIRUPDQFH� PDGH� WKH� VHLVPLF� FKDQJHV� WR� QHZVSDSHU� HFRQRPLFV

ZURXJKW�E\� WKH� LQWHUQHW� IDU�PRUH�ZUHQFKLQJ� WKDQ� WKH\�QHHGHG� WR�EH�

7KLV� ZDV� EDG� IRU� VKDUHKROGHUV�� HPSOR\HHV�� UHDGHUV�� DQG� GHPRFUDWLF

VRFLHW\��ZKLFK�UHOLHV�RQ�D�YLEUDQW�LQGHSHQGHQW�QHZV�VHFWRU�

)RU�LQYHVWRUV��DOO�SURILW�LV�QRW�FUHDWHG�HTXDOO\��9DOXLQJ�D�FRPSDQ\

FRUUHFWO\� LQYROYHV� GHWHUPLQLQJ� KRZ� KLJK� D� PXOWLSOH� WR� DSSO\� WR� WKH

SURILW�LQ�FDOFXODWLQJ�WKH�ZRUWK�RI�WKH�RYHUDOO�EXVLQHVV����%XW�WR�GR�WKLV

FRUUHFWO\� UHTXLUHV� DQ� XQGHUVWDQGLQJ� RI� ZKHWKHU� DQG� WR� ZKDW� H[WHQW

WKHUH� DUH� FRPSHWLWLYH� DGYDQWDJHV�� 7KLV� LV� WUXH� IRU� WZR� UHDVRQV�� RQH

REYLRXV�DQG�RQH�OHVV�VR�

2Q�WKH�REYLRXV�IURQW��LI�WKH�OHYHO�RI�SURILWDELOLW\�LV�H[FOXVLYHO\�GXH

WR� WKH� VXSHULRU� H[HFXWLRQ� E\� D� VWHOODU�PDQDJHPHQW� WHDP� UDWKHU� WKDQ

VWUXFWXUDO�HQWU\�EDUULHUV��DQ� LQYHVWRU�ZLOO� OLNHO\�KDYH�VRPH�VNHSWLFLVP

UHJDUGLQJ�WKH�ORQJHYLW\�RI�WKHVH�UHVXOWV��$�YDOXDWLRQ�PXOWLSOH�UHSUHVHQWV

D�PDWKHPDWLFDO� FDOFXODWLRQ�RI� WKH� FXUUHQW� YDOXH� RI� DQWLFLSDWHG� IXWXUH
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FDVK�IORZV�JHQHUDWHG�E\�D�EXVLQHVV�GLVFRXQWHG�EDFN�WR�WKH�SUHVHQW��$V

D� SUDFWLFDO�PDWWHU�� WKLV� LQYROYHV�PDNLQJ� SUHGLFWLRQV� UHJDUGLQJ� IXWXUH

UHVXOWV� IRU� WKH� XSFRPLQJ� \HDUVÔZLWK� HDFK� VXFFHVVLYH� \HDU� EHFRPLQJ

LQFUHDVLQJO\�VSHFXODWLYHÔDQG�DQ�DVVXPSWLRQ�UHJDUGLQJ�WKH�JURZWK�UDWH

LQWR�SHUSHWXLW\�DSSOLHG�WR�WKH�ILQDO�\HDU�RI�SURMHFWLRQV��3UHVXPDEO\��WKH

IRUHFDVW� IRU� WKDW� ILQDO� \HDU� DQG�DQ\�SHUSHWXLW\� JURZWK� UDWH�ZRXOG�EH

ORZHU�ZKHUH�HQWU\�EDUULHUV�DUH�DEVHQWÔUHVXOWLQJ�LQ�D�ORZHU�PXOWLSOH�

2Q�WKH�OHVV�REYLRXV�IURQW��WKH�H[LVWHQFH�RI�FRPSHWLWLYH�DGYDQWDJH�LV

D� FULWLFDO� IDFWRU� LQ� GHFLGLQJ� ZKHWKHU� WR� SODFH� DQ\� YDOXH� DW� DOO� RQ

JURZWK��7R�DFKLHYH�JURZWK��D�EXVLQHVV�PXVW�PDNH�LQYHVWPHQWV��7KRVH

LQYHVWPHQWV� FUHDWH� YDOXH� RQO\� WR� WKH� H[WHQW� WKDW� WKH\� \LHOG� UHWXUQV

JUHDWHU�WKDQ�ZKDW�\RX�ZHUH�FKDUJHG�IRU�WKH�PRQH\�XVHG�WR�LQYHVW��6DLG

DQRWKHU�ZD\��WKHUH�LV�DQ�RSSRUWXQLW\�FRVW�WR�XVLQJ�FDSLWDO�WR�JHQHUDWH

JURZWKÔZKDW�HFRQRPLVWV�FDOO�WKH�ØZHLJKWHG�DYHUDJH�FRVW�RI�FDSLWDO�Ù

RU�:$&&�� ,I� WKH� EXVLQHVV� KDV� QR� EDUULHUV� WR� HQWU\�� WKRVH� SURSRVHG

JURZWK� LQYHVWPHQWV� ZLOO� DWWUDFW� FRPSHWLWRUV� XQWLO� WKH� UHWXUQV� DUH

UHGXFHG� WR� WKH� :$&&�� $V� D� UHVXOW�� JURZWK� LQ� WKH� DEVHQFH� RI

FRPSHWLWLYH�DGYDQWDJH�LV�ZRUWKOHVV���

)RU� WKRVH� ZKR� KDYH� VXFFXPEHG� WR� WKH� 3ODWIRUP�'HOXVLRQ� RU� DUH

VLPSO\� LPPHUVHG� LQ� WKH� FXOWXUH� RI� LQWHUQHW� LQYHVWLQJ�� WKH� QRWLRQ� WKDW

JURZWK�FRXOG�HYHU�ODFN�YDOXH�ZLOO�OLNHO\�FRPH�DV�D�ELW�RI�D�VKRFN��,W�KDV

EHFRPH�VRPHWKLQJ�RI�DQ�DUWLFOH�RI�IDLWK�LQ�GLJLWDO�LQYHVWLQJ�FLUFOHV�WKDW

D�OLWWOH�GLVUXSWLRQ�DQG�D�ORW�RI�JURZWK�QHFHVVDULO\�WUDQVODWHV�LQWR�D�ELJ

RSSRUWXQLW\�

$�UHIOHFWLRQ�RI�WKH�LQWHQVLW\�RI�WKLV�EHOLHI�LV�WKH�SUHYDOHQFH�RI�GLJLWDO

EXVLQHVV� PRGHOV� LQ� ZKLFK� WKH� JURVV� PDUJLQ� LV� DFWXDOO\� QHJDWLYH�� ,Q

RWKHU�ZRUGV��HYHQ�LJQRULQJ�LQGLUHFW�RYHUKHDG�FRVWV�� WKH�EXVLQHVV� ORVHV

PRUH�PRQH\�HYHU\�WLPH�LW�PDNHV�DQRWKHU�VDOH��2Q�WKH�RQH�KDQG�� LW� LV

FHUWDLQO\� GLVUXSWLYH� WR� VHOO� SURGXFW� EHORZ� FRVW� DQG� OLNHO\� WR� VSDUN

SOHQW\�RI�FRQVXPHU�LQWHUHVW�DQG�WKXV�JURZWK��2Q�WKH�RWKHU�KDQG��ZKHQ

\RX�KDYH�XQSURILWDEOH�XQLW�HFRQRPLFV��LW�LV�VLPSO\�QRW�SRVVLEOH�WR�PDNH

LW�XS�RQ�YROXPH�

$W�VRPH�OHYHO��WKLV�FULWLFLVP�PD\�VHHP�XQIDLU��7KH�HQWLUH�FRQFHSW�RI

ØFRPSHWLWLYH�DGYDQWDJHÙ�DSSOLHV�GHILQLWLRQDOO\�RQO\�WR�LQFXPEHQWV��QRW
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QHZ�HQWUDQWV��+RZ�FDQ�D�QHZ�HQWUDQW�EHQHILW�IURP�D�EDUULHU�WR�HQWU\"

,QGHHG��PDQ\�RI� WKHVH�QHJDWLYH�JURVV�PDUJLQ�EXVLQHVVHV�DUH� VWDUW�XSV�

$QG� PD\EH� WKHLU� SODQ� LV� WR� JURZ� LQWR� VXVWDLQDEOH� FRPSHWLWLYH

DGYDQWDJH��RQFH�WKH\�JHW�ELJ�HQRXJK��XQLW�FRVWV�FRXOG�JR�GRZQ�EDVHG

RQ�JUHDWHU�SXUFKDVLQJ�FORXW�DQG�WKH\�PD\�EH�DEOH�WR�UDLVH�SULFHV�VR�WKDW

JURVV�PDUJLQV�ZLOO�EHFRPH�SRVLWLYH��7KH�ORVVHV�LQFXUUHG�DORQJ�WKH�ZD\

FRXOG� EH� MXVWLILHG� E\� WKH� TXDOLW\� RI� WKH� VFDOH� IUDQFKLVH� XOWLPDWHO\

HVWDEOLVKHG�

7KDW�VRXQGV�UHDVRQDEOH�HQRXJK��EXW�LQ�SUDFWLFH��QRW�VR�PXFK��,Q�D

ZLGHO\� UHDG� ����� EORJ� SRVW� E\� WKH� XQFRPPRQO\� WKRXJKWIXO� YHQWXUH

FDSLWDOLVW� )UHG� :LOVRQ� RI� 8QLRQ� 6TXDUH� 9HQWXUHV�� KH� FRPSODLQHG

ELWWHUO\�RI�WKH�ØWUHPHQGRXV�QXPEHU�RI�KLJK�JURZWK�FRPSDQLHV�UDLVLQJ

PRQH\� WKLV� \HDU� ZLWK� QHJDWLYH� JURVV� PDUJLQV�Ù��� :LOVRQ� LV� KLJKO\

VNHSWLFDO�RI�SODQV�EDVHG�RQ�DQ�DELOLW\� WR� IOLS� WKH�HFRQRPLFV�RQFH�\RX

VFDOH�XS��1RWDEO\��ØLI�WKHUH�DUH�RWKHU�VWDUW�XSV�FRPSHWLQJ�ZLWK�\RX�DQG

RIIHULQJ�D�VLPLODU�VHUYLFH��\RX�DUHQÖW�JRLQJ�WR�EH�DEOH�WR�WDNH�SULFHV�XS

ZLWKRXW� ORVLQJ�FXVWRPHUV� WR�D� VLPLODU� FRPSHWLWRU��XQOHVV�\RXU� VHUYLFH

WUXO\�KDV�ÕORFN�LQ�Ö�Ù�7KDW�LV�KLJKO\�XQOLNHO\��:LOVRQ�DUJXHV��ØJLYHQ�WKH

PDVVLYH� DPRXQW� RI� VWDUW�XS� FDSLWDO� WKDW� LV� RXW� WKHUH� DQG� WKH� HQGOHVV

QXPEHU�RI�HQWUHSUHQHXUV�VWDUWLQJ�EXVLQHVVHV�VLPLODU�WR�HDFK�RWKHU�WKHVH

GD\V�Ù

$W� WKH� KHDUW� RI� WKH� SUREOHP� OLHV� D� TXHVWLRQ� WKDW� KDV� SHUSOH[HG

PDQNLQG� IRU� DJHV�� :KHQ� GRHV� VL]H� PDWWHU"� 6FDOH� LV� WKH� VLQJOH

FRPSHWLWLYH� DGYDQWDJH� WKDW� LV� DOPRVW� DOZD\V� SUHVHQW� LQ� HYHU\� UREXVW

EXVLQHVV� IUDQFKLVH�� ,PSRUWDQWO\�� LW� LV� GLIIHUHQW� IURP� PHUH� VL]H�� 7KH

LQWHUQHW�KDV�DOWHUHG�LWV�DYDLODELOLW\��LWV�XVHIXOQHVV��DQG�KRZ�LW�LV�OLNHO\�WR

PDQLIHVW�� PHDQLQJ� WKDW� VXFFHVVIXO� PDQDJHPHQW� RI� WKH� 3ODWIRUP

'HOXVLRQ�UHTXLUHV�D�QXDQFHG�XQGHUVWDQGLQJ�RI�GLJLWDO�VFDOH�

.(<�&+$37(5�7$.($:$<6

���7KH� GH2QLQJ� FKDUDFWHULVWLF� RI� D� SODWIRUP� EXVLQHVV� LV� WKDW� LWV� FRUH� YDOXH

SURSRVLWLRQ�OLHV�LQ�HQDEOLQJ�DQG�HQKDQFLQJ�FRQQHFWLRQV�EHWZHHQ�LQGLYLGXDOV

DQG� RUJDQL]DWLRQV�� $OWKRXJK� IUHTXHQWO\� SUHVHQWHG� DV� SHFXOLDU� WR� WKH

LQWHUQHW��SODWIRUP�EXVLQHVV�PRGHOV�KDYH�ORQJ�EHHQ�XELTXLWRXV��:KDWWV�PRUH�
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LQ�PDQ\� LQVWDQFHV�� WKH� GLJLWDO� YHUVLRQV� RI� WKHVH�PRGHOV� KDYH� SURYHQ� OHVV

UHVLOLHQW�WKDQ�WKH�DQDORJ�FRXQWHUSDUWV�WKDW�WKH\�GLVSODFH�

���$OWKRXJK� PDQ\� SODWIRUP� EXVLQHVVHV� H[KLELW� VLJQL2FDQW� QHWZRUN� H4HFWV�

PDQ\� GR� QRW�� (YHQ�ZKHUH� QHWZRUN� H4HFWV� DUH� SUHVHQW�� WKH� QDWXUH�� H[WHQW�

DQG� LPSDFW� RI� WKH� H4HFWV� RQ� WKH� DWWUDFWLYHQHVV� RI� WKH� HQWHUSULVHV� YDU\

ZLGHO\�

���7KH� HPHUJHQFH� RI� WKH� LQWHUQHW� KDV� HQDEOHG� DQ� LQWHQVL2FDWLRQ� RI� QHWZRUN

H4HFWV� ZKHUH� WKH\� SUHYLRXVO\� DSSOLHG� DQG� D� VLJQL2FDQW� H[SDQVLRQ� RI

SRWHQWLDO�QHZ�DSSOLFDWLRQV��%XW�HYHQ�GLJLWDOO\�HQKDQFHG�QHWZRUN�H4HFWV�GR

QRW�OHDG�LQH[RUDEO\�RU�HYHQ�XVXDOO\�WR�HLWKHU�ZLQQHU�WDNH�DOO�RU�ZLQQHU�WDNH�

PRVW�PDUNHWV��%HLQJ�GLJLWDO�� LQ� IDFW��RIWHQ� ORZHUV�EDUULHUV� WR�HQWU\��QRW� WKH

RSSRVLWH�

���'XUDEOH� GLJLWDO� EXVLQHVV� IUDQFKLVHV�� OLNH� WKHLU� DQDORJ� FRXQWHUSDUWV�� RZH

WKHLU� VXFFHVV� WR� WKH� HVWDEOLVKPHQW� RI� VXVWDLQDEOH� FRPSHWLWLYH� DGYDQWDJH�

QRW� WKH� H[LVWHQFH� RI� SODWIRUPV� RU� QHWZRUN� H4HFWV� DORQH�� :LWKRXW� VXFK

VWUXFWXUDO� EDUULHUV� WR� HQWU\�� RU� D� FUHGLEOH� SURVSHFW� RI� DFKLHYLQJ� WKHP�

LQYHVWRUV� FDQQRW� H[SHFW� VXVWDLQDEOH� VXSHULRU� UHWXUQV�� *UHDW� PDQDJHPHQW

DQG� H5FLHQW� RSHUDWLRQV� \LHOG� HQRUPRXV� EHQH2WV�� EXW� YDOXLQJ� WKHVH� PXVW

UH3HFW� WKHLU� LQKHUHQWO\� WUDQVLWRU\� QDWXUH�� *URZWK� LQ� WKH� DEVHQFH� RI

FRPSHWLWLYH�DGYDQWDJH�JHQHUDOO\�GRHV�QRW�FUHDWH�VKDUHKROGHU�YDOXH�
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1(7:25.�'()(&76��6&$/(�,1�7+(�',*,7$/�(5$

:+(1�%,*�5($//<�,6�%(77(5��$1�,1752'8&7,21�72�6&$/(

6&$/(� ,6� $�+,*+/<� ,178,7,9(� FRQFHSW�� EXW� LW� LV� DQ� LQWXLWLRQ� WKDW� KDV� DQ

XQIRUWXQDWH� WHQGHQF\� WR� OHDG� LQYHVWRUV� DVWUD\�� 7KH� LQWXLWLRQ� RI� VFDOH

PRVW� RIWHQ� LV� DVVRFLDWHG� ZLWK� WKH� LGHD� RI� DEVROXWH� VL]H�� %XW� WKH

DGYDQWDJHV�RI�VFDOH�DUH�DOZD\V�UHODWLYH��9HU\� ODUJH�FRPSDQLHV� LQ�YHU\

ODUJH� PDUNHWV� WKDW� FDQ� VXSSRUW� PDQ\� VLPLODUO\� VL]HG� JLDQWV� KDYH� QR

VFDOH�DGYDQWDJH�YLV���YLV�HDFK�RWKHU��ZKHUHDV�PXFK�VPDOOHU�EXVLQHVVHV

LQ� VPDOOHU�PDUNHWV� WKDW� FDQ�RQO\� VXSSRUW�D� VLQJOH�SURILWDEOH�RSHUDWRU

GR�

7KH� LQWXLWLYH� YDOXH� RI� VFDOH� LV� WKDW� LW� RIIHUV� DQ� RSSRUWXQLW\� WR

VSUHDG�FRVWV�DFURVV�D�ODUJHU�XVHU�EDVH��7KLV�UHVXOWV�LQ�D�ORZHU�DYHUDJH

FRVW�DQG�D�KLJKHU�SURILW�SRWHQWLDO�SHU�XQLW�WKDQ�VPDOOHU�FRPSHWLWRUV�FDQ

DFKLHYH��$QG�WKLV�LQWXLWLRQ�LV�SUHFLVHO\�FRUUHFW�

7KH� VXEWOHW\�� KRZHYHU�� LV� WKDW� WKH� REVHUYDWLRQ� RQO\� DSSOLHV� WR� D

FHUWDLQ�NLQG�RI�FRVWÔQDPHO\��IL[HG�FRVWV��)L[HG�FRVWV�DUH�WKRVH�WKDW�GR

QRW�YDU\�ZLWK�VDOHVÔD�6XSHU�%RZO�DG��5	'��DQG�IDFLOLWLHV�DOO�FRVW�WKH

VDPH� UHJDUGOHVV� RI� WKH� VL]H� RI� WKH� FRPSDQ\� SD\LQJ� IRU� WKHP�� ,Q

FRQWUDVW��YDULDEOH�FRVWV�JR�XS�DQG�GRZQ�EDVHG�RQ�KRZ�PXFK�LV�VROGÔ

IRU�H[DPSOH��FRPPLVVLRQV�DQG�UDZ�PDWHULDOV��%\�GHILQLWLRQ��IL[HG�FRVWV

JHW�VSUHDG��EXW�YDULDEOH�FRVWV�GRQÖW��6FDOH�FDQ�DOVR�RIIHU�EHQHILWV�DW�WKH

YDULDEOH� FRVW� OHYHO�� SRWHQWLDOO\� H[SDQGLQJ� JURVV�PDUJLQV� IURP� JUHDWHU

SXUFKDVLQJ�FORXW��DV�QRWHG� LQ�WKH�SUHYLRXV�FKDSWHU��EXW�RQ�WKH�VXSSO\

VLGH��VFDOH�PDNHV�WKH�ELJJHVW�GLIIHUHQFH�WR�IL[HG�FRVWV�
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7KH� LQWULQVLF�YDOXH�RI�VFDOH� LQ�DQ\�SDUWLFXODU�VHFWRU� LV�DFFRUGLQJO\

UHODWHG�WR�KRZ�PXFK�RI�WKDW�LQGXVWU\ÖV�FRVW�VWUXFWXUH�LV�IL[HG�DQG�KRZ

PXFK� LV�YDULDEOH��7KH�UHODWLYH�SUHGRPLQDQFH�RI� IL[HG�FRVWV�GULYHV� WKH

PRVW� LPSRUWDQW� DGYDQWDJHV� DVVRFLDWHG� ZLWK� VFDOH�� :KHUH� FRVWV� DUH

PRVWO\� YDULDEOH�� EHLQJ� WKH� ELJJHVW� VLPSO\� GRHVQÖW� SURYLGH� QHDUO\� DV

PXFK� RI� D� OHJ� XS�� DQG� LW� FDQ� VRPHWLPHV� SURYH� D� KLQGUDQFH� DV

FRPPXQLFDWLRQ�� PDQDJHPHQW�� DQG� FRRUGLQDWLRQ� EHFRPH� PRUH

FRPSOH[��� $QG�� RI� FRXUVH�� WKH� OHVV� VLJQLILFDQW� WKH� IL[HG�FRVW

UHTXLUHPHQWV��WKH�HDVLHU�LW�LV�IRU�D�QHZ�FRPSHWLWRU�WR�HQWHU�LQ�WKH�ILUVW

SODFH�

7KH�EHQHILWV�RI� VSUHDGLQJ� IL[HG�FRVWV�GHULYHG� IURP�VFDOH�XQGHUSLQ

PDQ\� ZHOO�NQRZQ� ORQJ�HVWDEOLVKHG� IUDQFKLVHV�� 1RWDEOH� VHFWRUV� WKDW

EHQHILW� IURP� VXFK� DGYDQWDJHV� DUH� FRQVXPHU� SURGXFWV� ZLWK� PDVVLYH

IL[HG� PDUNHWLQJ� DQG� GLVWULEXWLRQ� LQIUDVWUXFWXUHV� �WKLQN� &RNH� DQG

3	*��DQG�WHFKQRORJ\�EXVLQHVVHV�ZLWK�PDVVLYH�IL[HG�5	'�FRVWV��WKLQN

,QWHO�DQG�2UDFOH��

7+(�,17(51(7�$1'�6&$/(�$'9$17$*(6��7+(�%$'�1(:6�$1'�7+(

*22'�1(:6

7KH�LPPHGLDWH�ILQDQFLDO� LPSDFW�RI�WKH�LQWHUQHW�ZDV�WR�ORZHU�PDQ\�RI

WKH� IL[HG� FRVWV� RI� RSHUDWLRQV�� SDUWLFXODUO\� DURXQG� PDUNHWLQJ� DQG

GLVWULEXWLRQ�� (YHU\ERG\� OLNHV� D� GLVFRXQW�� VR� HYHQ� PDQ\� LQFXPEHQWV

ZKR�KDG�ORQJ�UHOLHG�RQ�VFDOH�DGYDQWDJHV�WR�GULYH�VKDUHKROGHU�UHWXUQV

DSSHDUHG� WR� UHOLVK� WKH� FKDQFH� WR� UHGXFH� IL[HG� FRVWV�� 7KLV� ZDV

SDUWLFXODUO\� WKH� FDVH� LQ� PHGLD� DQG� LQIRUPDWLRQ� EXVLQHVVHV� ZKHUH

HQWLUHO\� HOHFWURQLF� GLVWULEXWLRQ� RI� SURGXFW� ZRXOG� EH� SRVVLEOH�� $UWKXU

6XO]EHUJHU�� WKH� SXEOLVKHU� RI� WKH�1HZ�<RUN�7LPHV�� ZDV� KDUGO\� DORQH

ZKHQ�KH�H[XOWHG��ØLWÖV�ZRQGHUIXO�Ù��DW�WKH�SURVSHFW�RI�D�IXWXUH�ZLWKRXW

SULQWLQJ�SUHVVHV��QHZVVWDQGV��DQG�GHOLYHU\�WUXFNV�

7KH�WURXEOH�LV�WKDW�LW�LV�WKRVH�YHU\�IL[HG�FRVWV�WKDW�KDG�VHUYHG�DV�D

NH\� EDUULHU� WR� HQWU\� DJDLQVW� VXEVFDOH� SOD\HUV� XQDEOH� WR� DIIRUG� WKHP�

2QFH� WKH� H[FLWHPHQW� RYHU� JHWWLQJ� D� EDUJDLQ� RQ� WKHLU� IL[HG�FRVW

REOLJDWLRQV� VXEVLGHG�� WKHVH� LQFXPEHQWV� ORRNHG� DURXQG� DQG� QRWLFHG
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VRPH� XQH[SHFWHG� JXHVWV�� QHZ� FRPSHWLWRUV�� 7KH� UHVXOWLQJ� UHYHQXH

SUHVVXUHV�IURP�FRPSHWLWLRQ�LQYDULDEO\�RYHUZKHOP�WKH�EHQHILWV�RI�IL[HG�

FRVW� UHGXFWLRQV�� 7R� DGG� LQVXOW� WR� LQMXU\�� ZKLOH� FHUWDLQ� IL[HG� FRVWV

GHFOLQH��PDQ\�RWKHU�IL[HG�DQG�YDULDEOH�FRVWV�DUH�OLNHO\�WR�HVFDODWH�DV�WKH

QHZ�HQWUDQWV�ELG�XS�LQGXVWU\�VDODULHV�DQG�SULFHV�IRU�NH\�VXSSOLHV��7R�EH

IDLU��WKHVH�WHQGHQFLHV�FDQ�EH�PLWLJDWHG�E\�RWKHU�IDYRUDEOH�WUHQGV��,Q�WKH

FDVH� RI� WKH� 6DD6� VRIWZDUH� VHFWRU� SURILOHG� LQ� FKDSWHU� ���� DOWKRXJK

DEVROXWH�IL[HG�FRVWV�DUH�ORZHU�WKDQ�IRU�WUDGLWLRQDO�VRIWZDUH��WKH\�QRZ

UHSUHVHQW�D�JUHDWHU�SURSRUWLRQ�RI�WRWDO�FRVWV�

7KH�JRRG�QHZV�LV� WKDW�WKH� LQWHUQHW�IDFLOLWDWHV�WKH�HVWDEOLVKPHQW�RI

DQ� HQWLUHO\� GLIIHUHQW� EUHHG� RI� VFDOH� DGYDQWDJH� WKDW� GRHV� QRW� RZH� LWV

H[LVWHQFH�WR�KLJK�IL[HG�FRVWV��$V�GLVFXVVHG��QHWZRUN�HIIHFWV�KDYH�EHHQ

UHSHDWHGO\� LGHQWLILHG� DV� WKH� GHILQLQJ� VWUXFWXUDO� FRPSHWLWLYH� DGYDQWDJH

RI�WKH�GLJLWDO�DJH�DQG�OLH�DW�WKH�FRUH�RI�WKH�3ODWIRUP�'HOXVLRQ�

$OWKRXJK�GLJLWDO�SODWIRUPV�GR�QRW�DOZD\V�JHQHUDWH�QHWZRUN�HIIHFWV�

WKH� LQWHUQHW� KDV� FOHDUO\� H[SDQGHG� WKH� UDQJH� RI� SRWHQWLDO� FRPPHUFLDO

HQYLURQPHQWV� ZLWKLQ� ZKLFK� WKH\� FRXOG� PDQLIHVW�� 5DWKHU� WKDQ

UHSUHVHQWLQJ�D�VXSSO\�DGYDQWDJH��QHWZRUN�HIIHFWV�\LHOG�D�EHQHILW�RQ�WKH

GHPDQG� VLGH� RI� WKH� HTXDWLRQ�� WKH� ELJJHU� \RX� DUH�� WKH� HDVLHU� LW� LV� WR

DWWUDFW�QHZ�FXVWRPHUV�DQG�LQFUHPHQWDO�UHYHQXH�

6R�� LI� WKH� LQWHUQHW�PDNHV� LW�KDUGHU� WR� VHFXUH� VXSSO\�VLGH� VFDOH�EXW

HDVLHU� WR�GHYHORS�GHPDQG�VLGH�VFDOH�� WKH�REYLRXV�TXHVWLRQ� LV��:KDW� LV

WKH�QHW�LPSDFW�RQ�WKH�DYDLODELOLW\�RI�VFDOH�DGYDQWDJHV"�6RPHWLPHV�WKLV

TXHVWLRQ� LV� SRVHG� DV� D� FRPSHWLWLRQ� EHWZHHQ� ØWUDGLWLRQDOÙ� IL[HG�FRVW�

GULYHQ� VFDOH� DQG� WKH� HPHUJLQJ� FDWHJRU\� RI� GLJLWDO� QHWZRUN� HIIHFWV�

:KLFK�RQH�LV�EHWWHU"

5HFHQW� FRQYHQWLRQDO� ZLVGRP� UHJDUGLQJ� SODWIRUP� EXVLQHVVHV� KDV

VXJJHVWHG� WKDW� WKHLU� LQWULQVLF� VXSHULRULW\� LV� WKHLU� IRXQGDWLRQ� EXLOW� RQ

GHPDQG�VLGH�UDWKHU�WKDQ�VXSSO\�VLGH�VFDOH��7KHUH�LV�DFWXDOO\�D�YHQWXUH

ILUP��FDOOHG�1I;��WKDW�ZDV�HVWDEOLVKHG�EDVHG�RQ�WKLV�EHOLHI��FODLPLQJ�WR

KDYH�GHPRQVWUDWHG�WKDW�QHWZRUN�HIIHFWV�ØDUH�UHVSRQVLEOH�IRU����SHUFHQW

RI� WKH� YDOXH� FUHDWHG� E\� WHFK� FRPSDQLHV� VLQFH� WKH� ,QWHUQHW� EHFDPH� D

WKLQJ�Ù�
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7KH�6WUDWHJLF�,PSRUWDQFH�RI�5HODWLYH�)L[HG�&RVWV

)LJXUH����

+DUYDUG� VWUDWHJ\� SURIHVVRU� %KDUDW� $QDQGÖV� SHUVSHFWLYH� RQ� WKH

IXQGDPHQWDO� GLIIHUHQFH� EHWZHHQ� WKH� QHWZRUN� HIIHFWV� DVVRFLDWHG� ZLWK

GLJLWDO�EXVLQHVVHV�DQG�WKH�IL[HG�FRVW�GULYHQ�VFDOH�HFRQRPLHV�DVVRFLDWHG

ZLWK�WUDGLWLRQDO�RQHV�LV�W\SLFDO�LQ�WKLV�UHJDUG��,Q�KLV�ERRN�7KH�&RQWHQW

7UDS��3URIHVVRU�$QDQG�DUJXHV� WKDW�ØFKDQFHV�DUH�\RX�ZLQ�HYHU\WKLQJÙ

LQ� QHWZRUN� HIIHFWV� PDUNHWV� LQ� FRQWUDVW� WR� VXSSO\�VLGH� VFDOH� WKDW� KH

EHOLHYHV�LV�PRUH�HDVLO\�FRSLHG���,URQLFDOO\��LQ�WKH�YHU\�PDUNHW�3URIHVVRU

$QDQG� OHDGV� ZLWKÔQHZVSDSHUVÔWKH� RSSRVLWH� ZDV� WUXH�� /RFDO

QHZVSDSHU�IUDQFKLVHV�ZHUH�D�ZLQQHU�WDNH�DOO�PDUNHW�SUHFLVHO\�EHFDXVH

WKH� IL[HG� FRVWV� UHTXLUHG� PDGH� RQO\� D� VLQJOH� SDSHU� HFRQRPLFDOO\

IHDVLEOH��ZKHUHDV�PRVW�RQOLQH�FODVVLILHG�PDUNHWSODFHV��ZKLOH�EHQHILWLQJ

IURP�QHWZRUN�HIIHFWV��DSSHDU�WR�VXSSRUW�PXOWLSOH�FRPSHWLWRUV�

7KH�FULWLFDO�LVVXH��KRZHYHU��LV�QRW�ZKHWKHU�VXSSO\�VLGH�RU�GHPDQG�

VLGH�VFDOH�LV�ØEHWWHUÙ�LQ�WKH�DEVWUDFW��7KH�PRUH�LQWHUHVWLQJ�LVVXH�LV�KRZ

WKH� WZR� IRUPV� RI� VFDOH� LQWHUDFW� ZLWK� HDFK� RWKHU�� ,Q� SUDFWLFH�� WKH

UHVLOLHQF\�RI�QHWZRUN�HIIHFWV�EXVLQHVVHV�LV�VWUHQJWKHQHG�E\�WKH�SUHVHQFH

RI�VLJQLILFDQW�IL[HG�FRVWV�LQ�WKHLU�RSHUDWLQJ�PRGHO�
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,W� LV� WUXH� WKDW� LQ� GLJLWDO� EXVLQHVV� PRGHOV�� WKH� DEVROXWH� IL[HG�FRVW

UHTXLUHPHQWV� FDQ� EH� VLJQLILFDQWO\� ORZHU� DQG� IORZ� IURP� HQWLUHO\

GLIIHUHQW� FDWHJRULHV� RI� IL[HG� H[SHQVHV�� %XW� WKLV� GRHV� QRW� UHGXFH� WKH

FRQWLQXLQJ�LPSRUWDQFH�RI�VXSSO\�VLGH�HFRQRPLFV�LQ�VXFFHVVIXO�GHPDQG�

VLGH�VFDOH�EXVLQHVV�PRGHOV��7KLV�LV�HYLGHQW�IURP�VLPSOH�HFRQRPLFV��7KH

PLQLPXP�IL[HG�FRVWV�QHHGV�DQG�JURVV�PDUJLQ�SURILOH�RI�D�EXVLQHVV�LQ�D

JLYHQ� LQGXVWU\� GHWHUPLQH� EUHDN�HYHQ� YROXPH� DQG� WKH� FRUUHVSRQGLQJ

UHTXLUHG�PLQLPXP�PDUNHW�VKDUH�WR�DFKLHYH�SURILWDELOLW\�

.QRZLQJ�WKH�UHTXLUHG�PDUNHW�VKDUH�WR�DFKLHYH�FRPPHUFLDO�YLDELOLW\

\LHOGV� WZR� VLJQLILFDQW� LQVLJKWV� ZLWK� SURIRXQG� LPSOLFDWLRQV� IRU� WKH

LQWHQVLW\�RI�DFWXDO�DQG�SRWHQWLDO�FRPSHWLWLRQ�WR�EH�DQWLFLSDWHG� LQ�DQ\

GRPDLQ�

)LUVW�� LW� LV�SRVVLEOH�WR� LGHQWLI\�WKH�PD[LPXP�QXPEHU�RI�SURILWDEOH

FRPSHWLWRUV��,I�D�SDUWLFXODU�VHFWRU�RSSRUWXQLW\�FDQ�VXVWDLQ�D�FRPSHWLWRU

DW� D� �� SHUFHQW� PDUNHW� VKDUH�� WZHQW\� PDUNHW� SDUWLFLSDQWV� FDQ� WKULYH

LQGHILQLWHO\��,I�KLJK�IL[HG�FRVWV�GLFWDWH�D����SHUFHQW�EUHDN�HYHQ�PDUNHW

VKDUH� E\� FRQWUDVW�� PRQRSRO\� RU� GXRSRO\� DUH� WKH� RQO\� VXVWDLQDEOH

PDUNHW�VWUXFWXUHV�

7KLV� G\QDPLF� H[SODLQV� ZK\� WUXO\� JOREDO� PDUNHWV� RIWHQ� DUH

VLJQLILFDQWO\�OHVV�OXFUDWLYH�IRU�RSHUDWRUV�WKDQ�WKH�SXUHO\�ORFDO�RQHV�WKDW

KDG�SUHYLRXVO\�SUHYDLOHGÔZLWK� WKH�GUDPDWLF� LQFUHDVH� LQ� WRWDO�PDUNHW

RSSRUWXQLW\�W\SLFDOO\�FRPHV�D�GHFUHDVH�LQ�WKH�QHZO\�UHOHYDQW�JOREDO��DV

RSSRVHG� WR� ORFDO��PDUNHW� VKDUH� DW�ZKLFK� YLDELOLW\� LV� DFKLHYHG��:KHQ

WZR� RU� WKUHH� PDQXIDFWXUHUV� GRPLQDWHG� WKHLU� UHVSHFWLYH� QDWLRQDO

PDUNHWV��ZKHWKHU�DXWRPRWLYH�RU�HOHFWURQLFV��VKDUHKROGHU�UHWXUQV�ZHUH

VLJQLILFDQWO\�KLJKHU� WKDQ� LQ� LQWHUQDWLRQDO�PDUNHWV�ZKHUH�D� VLQJOH�GLJLW

PDUNHW�VKDUH�LV�XVXDOO\�DOO�WKDW�LV�UHTXLUHG�WR�HNH�RXW�D�SURILW�

6HFRQG��LW�LV�SRVVLEOH�WR�HVWLPDWH�KRZ�ORQJ�LW�ZRXOG�WDNH�IRU�D�QHZ

HQWUDQW� WR� DFKLHYH�EUHDNHYHQ��7KH� VWURQJHU� WKH�EDUULHUV� WR� HQWU\� LQ� D

JLYHQ� VHFWRU�� WKH� OHVV�PRYHPHQW� WKHUH� LV� LQ�PDUNHW� VKDUHV� LQ� D� JLYHQ

\HDU��$�JRRG�VLJQ�RI�KLJK�EDUULHUV�LV�D�QRUPDOL]HG�VKDUH�VKLIW�ZLWKLQ�D

VHFWRU� RI� XQGHU� �� SHUFHQW� RYHU� D� WZR�WR�WKUHH�\HDU� SHULRG�� $� QHZ

HQWUDQW�WR�D�PDUNHW�WKDW�UHTXLUHV�D����SHUFHQW�VKDUH�WR�EUHDN�HYHQ�DQG

LQ�ZKLFK� VKDUHV�QHYHU�PRYH�PRUH� WKDQ���SHUFHQW� DQQXDOO\� FRXOG�QRW

KRSH�WR�DFKLHYH�SURILWDELOLW\�LQ�XQGHU�ILYH�\HDUV�
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:KLOH� YDOXDEOH� LQ� WKHRU\�� LW� FRXOG� EH� DUJXHG� WKDW� VXFK� GDWD� LV

VLPSO\�QRW�DYDLODEOH� IRU�H[SORVLYH�QHZ�GLVUXSWLYH�PDUNHWV�DQG�GLJLWDO

EXVLQHVV� PRGHOV�� :KR� FRXOG� KDYH� DQWLFLSDWHG� WKH� VL]H� DQG

FKDUDFWHULVWLFV� RI� WKH� PDUNHWV� IRU� VHDUFK� DQG� VRFLDO� QHWZRUNLQJ� LQ

DGYDQFH"� 9HQWXUH� FDSLWDO� SLWFKHV� IRU� HYHQ� WKH� PRVW� WULYLDO

ØLQQRYDWLRQÙ�LQYDULDEO\�LQFOXGH�D�GHVFULSWLRQ�RI�WKH�PXOWLELOOLRQ�GROODU

ØWRWDO� DGGUHVVDEOH� PDUNHWÙ� �7$0�� SRWHQWLDO��� ,I� QRWKLQJ� HOVH�� WKHVH

GHPRQVWUDWH� KRZ� DUELWUDU\� VXFK� PDUNHW� GHILQLWLRQV� DUH� DQG� KRZ

FKDOOHQJLQJ�LW�LV�WR�LGHQWLI\�D�PHDQLQJIXO�EUHDN�HYHQ�PDUNHW�VKDUH�

1RQHWKHOHVV��WKH�IRFXV�RQ�VWHDG\�VWDWH�LQGXVWU\�EUHDN�HYHQ�PDUNHW

VKDUH� KLJKOLJKWV� WKH� VWUDWHJLF� LPSRUWDQFH� RI� VXSSO\�VLGH� VFDOH� DQG

HFRQRPLFV� LQ� HVWDEOLVKLQJ� HQGXULQJ� QHWZRUN� HIIHFWV� EXVLQHVVHV��:KLOH

7$0� LV� KDUG� WR� SXW� RQHÖV� ILQJHU� RQ�� JURVV� PDUJLQV� DQG� IL[HG�FRVW

UHTXLUHPHQWV�DUH�QRW��9LDEOH� LQGXVWULHV�ZLWKRXW�PHDQLQJIXO�IL[HG�FRVW

UHTXLUHPHQWV� RIWHQ� DOORZ� FRPSHWLWRUV� WR� RSHUDWH� DW� YHU\� ORZ� EUHDN�

HYHQ� PDUNHW� VKDUHV�� $QG� HYHQ� LQGXVWULHV� ZKHUH� FRVWV� DUH

SUHGRPLQDQWO\� IL[HG�� EXW� H[WUHPHO\� ORZ� UHODWLYH� WR� WKH� RYHUDOO

DGGUHVVDEOH�PDUNHW�RSSRUWXQLW\��FDQ�VXSSRUW�PDQ\�FRPSHWLWRUV��(LWKHU

FLUFXPVWDQFH� LPSOLHV� D� UHODWLYHO\� VKRUW� WLPH� WR� DFKLHYH� D� VXVWDLQDEOH

OHYHO�RI� WXUQRYHU�DQG�PDNHV�PDUNHW�HQWU\�UHODWLYHO\�DWWUDFWLYH�� ,W�DOVR

PDNHV� WKH� HVWDEOLVKPHQW� RI� UHODWLYH� VFDOH� LQ� WKH� ILUVW� SODFH� OHVV� OLNHO\

DQG� DPSOLILHV� WKH� YXOQHUDELOLW\� RI� DQ� HDUO\� PRYHU� ZKR� PDQDJHG� WR

VHFXUH�LW�QRQHWKHOHVV�

7KH� FRQFHSW� RI� EUHDN�HYHQ� HFRQRPLFV� GHILQHV� WKH� PD[LPXP

SRWHQWLDO� QXPEHU�RI� VFDOH� SOD\HUV� LQ� DQ� LQGXVWU\��7KLV� LV� UHOHYDQW� IRU

DVVHVVLQJ� HLWKHU� WKH�GHPDQG��RU� VXSSO\�VLGH�DGYDQWDJHV� WKDW� FRXOG�EH

DYDLODEOH� LQ� D� JLYHQ� EXVLQHVV� OLQH�� 7KHUH� DUH�� KRZHYHU�� RWKHU

FKDUDFWHULVWLFV�VSHFLILF�WR�QHWZRUN�HIIHFWV�WKDW�FRQVWUDLQ�WKHLU�SRWHQWLDO

YDOXH�LQ�SDUWLFXODU�FRQWH[WV��7ZR�DUH�ZRUWK�KLJKOLJKWLQJÔRQH�UHODWHG

WR�WKH�QDWXUH�RI�WKH�QHWZRUNÖV�YDOXH�SURSRVLWLRQ�DQG�RQH�UHODWHG�WR�WKH

VWUXFWXUH�RI�LWV�SDUWLFLSDQWV�
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7KH�6WUDWHJLF�,PSRUWDQFH�RI�5HODWLYH�)L[HG�&RVWV

)LJXUH����

)LUVW��KRZ�ELJ�D�QHWZRUN�QHHGV�WR�EH�WR�DFKLHYH�SURGXFW�YLDELOLW\Ô

DQG�WKH�H[WHQW�DQG�GXUDWLRQ�RI�LQFUHPHQWDO�SURGXFW�HQKDQFHPHQW�IURP

DGGLWLRQDO� VL]HÔGHSHQGV� SULPDULO\� RQ� KRZ� FRPSOH[� WKH� SURGXFW� RU

VHUYLFH� EHLQJ� RIIHUHG� LV��� ,Q� PDUNHWSODFH� EXVLQHVVHV�� LQ� ZKLFK� WKH

LPSRUWDQFH� RI� EURDG� VHOHFWLRQ� LV� QHJOLJLEOH� DQG� WKH� UHOHYDQW� SURGXFW

FKDUDFWHULVWLFV�DUH�IHZ��WKH�YDOXH�RI�QHWZRUN�VL]H�WHQGV�WR�KDYH�D�FDS�

6R�� LQ� ULGH� VKDULQJ��ZKHUH� WKH� DELOLW\� WR�GHOLYHU� D� FDU�ZLWKLQ� WKUHH� WR

ILYH� PLQXWHV� GRPLQDWHV� DOO� RWKHU� FXVWRPHU� FRQVLGHUDWLRQV�� DGGLQJ

GULYHUV� WR� WKH� QHWZRUN�EH\RQG� WKLV� SRLQW� LV� RI� OLWWOH� YDOXH��(YHQ� LQ� D

GRPDLQ� OLNH� UHVWDXUDQW� UHYLHZV�� ZKHUH� WKH� QXPEHU� RI� VDOLHQW

FRQVLGHUDWLRQV� LV� EURDGHU�� WKH� LQFUHPHQWDO� YDOXH� RI� UHFHQW� UHYLHZV

EH\RQG� D� FHUWDLQ� QXPEHU� WDLOV� RII� TXLFNO\�� %\� FRQWUDVW�� LQ� GDWLQJ

DSSOLFDWLRQV�� ZKHUH� WKH� EUHDGWK� DQG� YDULHW\� RI� UHOHYDQW� KXPDQ

DWWULEXWHV� LV� HQGOHVV�� WKH� FRQWLQXLQJ� YDOXH� RI� DGGLWLRQDO� QHWZRUN

SDUWLFLSDQWV�LV�PRUH�GXUDEOH�

6HFRQG�� ZKHUH� D� VLQJOH� RU� UHODWLYHO\� VPDOO� JURXS� RI� XVHUV� DUH

UHVSRQVLEOH�IRU�GLVSURSRUWLRQDWH�DFWLYLW\�RQ�WKH�QHWZRUN��WKH�DELOLW\�RI

D�QHWZRUN�RSHUDWRU�WR�UHWDLQ�WKH�YDOXH�FUHDWHG�E\�VFDOH�LV�KLQGHUHG��,Q

WKHVH� LQVWDQFHV�� WKH�XVHUV�ZLOO�KDYH� OHYHUDJH� WR�FDSWXUH�YDOXH�ZKHWKHU

WKURXJK�SULFLQJ��GLUHFW�SD\PHQWV��RU�HVWDEOLVKLQJ�WKHLU�RZQ�QHWZRUN��,Q
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DQ\� RI� WKHVH� FDVHV�� LW� LV� FKDOOHQJLQJ� IRU� DQ� LQGHSHQGHQW� RSHUDWRU� WR

HVWDEOLVK�D�FRPSHOOLQJ�SODWIRUP�WKDW�LV�DEOH�WR�VHFXUH�WKH�EHQHILWV�IURP

QHWZRUN�HIIHFWV�IRU�LWVHOI�

,QGHHG�� WKHUH� DUH�PDQ\� H[DPSOHV�ZKHUH� ODUJH� XVHUV� KDYH� EDQGHG

WRJHWKHU� WR� HVWDEOLVK� WKHLU� RZQ� KLJKO\� VXFFHVVIXO� SODWIRUPV�� )RU

LQVWDQFH��WKH�ODUJHVW�LQVXUDQFH�FRPSDQLHV�DQG�EDQNV�KDYH�ERWK�FUHDWHG

KLJKO\� SURILWDEOH� QHWZRUN� HIIHFWV� GULYHQ� EXVLQHVVHV� EXLOW� RQ� WKHLU

FROOHFWLYH� RZQHUVKLS� RI� D� FULWLFDO�PDVV� RI� YDOXDEOH� FDWHJRULHV� RI� ULVN

GDWD�� 7KH� LQVXUDQFH� LQGXVWU\� FUHDWHG� D� QRQSURILW� FDOOHG� ,QVXUDQFH

6HUYLFHV� 2IILFH� �,62�� ILIW\� \HDUV� DJR� WR� SRRO� GDWD� IURP� WKHLU

SURSHUW\�FDVXDOW\� LQVXUDQFH�PHPEHUV� WR� LPSURYH� WKHLU� FROOHFWLYH� ULVN

DVVHVVPHQWV�� 7KH� EXVLQHVV� EHFDPH� D� IRU�SURILW� LQ� ����� DQG� WRGD\

UHSUHVHQWV� WKH� FRUH� DVVHW� RI� 9HULVN� $QDO\WLFV�� D� ���� ELOOLRQ� SXEOLF

FRPSDQ\��� 6LPLODUO\�� LQ� WKH� ����V�� ODUJH� EDQNV� UHDOL]HG� WKH\� FRXOG

PLWLJDWH� GHSRVLW� ORVVHV� LI� WKH\� VKDUHG� GDWD�� 7KH\� WXUQHG� WKLV� LQWR� D

ZKROO\� RZQHG� EXVLQHVV� FDOOHG� (DUO\�:DUQLQJ�� ZKLFK� WRGD\� SURYLGHV

EURDGHU� IUDXG� SURWHFWLRQ� WR� RYHU� WZHQW\�ILYH� KXQGUHG� ILQDQFLDO

LQVWLWXWLRQV��� 7KLV� DELOLW\� RI� ODUJH� XVHUV� WR� FDSWXUH� YDOXH� RU� HVWDEOLVK

WKHLU�RZQ�SODWIRUPV� LV� DOVR�ZK\� VPDUW�SULYDWH� LQYHVWRUV�ZKR� ORRN�DW

ØPDUNHWSODFHÙ�EXVLQHVVHV�XVXDOO\�OLPLW�WKHLU�VHDUFK�WR�VR�FDOOHG�PDQ\�

WR�PDQ\�PDUNHWV��ZKHUH�WKH�ULVN�RI�GLVLQWHUPHGLDWLRQ�E\�FXVWRPHUV�LV

OLPLWHG��

7KH�SRWHQWLDO�GHPDQG�DQG�VXSSO\�DGYDQWDJHV�WKDW�PD\�IORZ�IURP

UHODWLYH� LQGXVWU\� VFDOH� VKRXOG� QRW� EH� YLHZHG� DV� LQ� FRPSHWLWLRQ� EXW

SRWHQWLDOO\� PXWXDOO\� UHLQIRUFLQJ�� 7DNH� D� EXVLQHVV� OLNH� $QFHVWU\�FRP�

WKH�ZRUOGÖV�ODUJHVW�JHQHDORJLFDO�VHUYLFH����,Q�DGGLWLRQ�WR�WKH�IL[HG�FRVWV

DVVRFLDWHG�ZLWK�GHYHORSLQJ�DQG�PDLQWDLQLQJ�WKH�SODWIRUP��WKH�FRPSDQ\

KDV� EXLOW� XS� D� GDWDEDVH� RI� ��� ELOOLRQ� IDPLO\� KLVWRU\� UHFRUGV� DFURVV

HLJKW\� FRXQWULHV��PXFK�RI� LW� SXUFKDVHG�RU� OLFHQVHG��7KH�RULJLQDO� GDWD

DVVHWV� PD\� KDYH� DWWUDFWHG� VXEVFULEHUV� LQLWLDOO\�� EXW� LW� LV� WKH� QHWZRUN

HIIHFWV� WKDW� FRPH� IURP� WKH� XQLTXH� XVHU�JHQHUDWHG� FRQWHQW� DQG� WKH

LQFUHDVLQJ� OLNHOLKRRG� RI� FRQQHFWLQJ� ZLWK� D� ORQJ�ORVW� IDPLO\� PHPEHU

WKDW�PDNHV�DQ\�HIIRUW�WR�MXVW�OLFHQVH�WKH�VDPH�UHFRUGV�ZKHUH�SRVVLEOH�RU

RXWELG� $QFHVWU\�FRP� IRU� QHZ� GDWD� VHWV� VHHP� IXWLOH�� $QG� WKH� PRUH
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QHWZRUN�HIIHFWV�GULYH�VXEVFULEHU�JURZWK��WKH�PRUH�$QFHVWU\�FRP�LV�DEOH

WR� LQYHVW� IXUWKHU� LQ� FRQWHQW� DQG� WHFKQRORJ\� HQKDQFHPHQWV� WKDW�PDNH

WKH� SURVSHFWV� IRU� D� SRWHQWLDO� QHZ� HQWUDQW� HYHQ� PRUH� EOHDN�� ,I� WKH

EXVLQHVV�UHOLHG�HLWKHU�RQO\�RQ�IL[HG�FRVW�VXSSO\�DGYDQWDJHV�RU�RQO\�RQ

WKH�QHWZRUN�HIIHFWV�IURP�XVHUV�� LW�ZRXOG�EH�PXFK�PRUH�YXOQHUDEOH�WR

FRPSHWLWLYH�DWWDFN�IURP�DOWHUQDWLYH�SODWIRUPV�

3RWHQWLDO�,PSDFW�RI�1HWZRUN�(4HFWV�E\�,QGXVWU\�8VH�&DVH

)LJXUH����

'HEDWLQJ� ZKLFK� IODYRU� RI� VFDOH� DGYDQWDJH� LV� SUHIHUDEOH� LQ� WKH

DEVWUDFW�LV�QRW�PHDQLQJIXO��'LIIHUHQW�VHFWRUV�H[KLELW�VWURQJHU�RU�ZHDNHU

GHPDQG��RU�VXSSO\�VLGH�DGYDQWDJHV�IURP�VFDOH��1RU�DUH�QHWZRUN�HIIHFWV

RU� D� IL[HG�FRVW�GRPLQDWHG� FRVW� VWUXFWXUH� VWUDWHJLFDOO\� YDOXDEOH� LQ� WKH

DEVHQFH� RI� UHODWLYH� VFDOH�� $QG� DOWKRXJK� LW� LV� QRW� LPSRVVLEOH� IRU� D

QHWZRUN� HIIHFWV� EXVLQHVV� RI� VFDOH� WR� FRQVLVWHQWO\� SURGXFH� VXSHULRU
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UHWXUQV�ZLWKRXW�FRPSOHPHQWDU\�DGYDQWDJHV�HLWKHU�RQ�WKH�VXSSO\�VLGH�RU

RWKHUZLVH��DV�ZH�GLVFXVV�LQ�PRUH�GHWDLO�VKRUWO\��LW�LV�D�ZKROH�ORW�KDUGHU�

.(<�&+$37(5�7$.($:$<6

���7KH�DGYDQWDJHV�RI�VFDOH�DUH�FHQWUDO�WR�PRVW�VWURQJ�IUDQFKLVHV��7KH�LQWHUQHW�

IDFLOLWDWHG� UHGXFWLRQ� RI� 2[HG�FRVW� UHTXLUHPHQWV� XQGHUPLQHV� WKH� H[WHQW� RI

VXSSO\�VLGH�VFDOH�EHQH2WV�DYDLODEOH�WR�LQFXPEHQWV��&RQYHUVHO\��WKH�LQWHUQHW

KDV� HQKDQFHG� WKH� SRWHQWLDO� DYDLODELOLW\� RI� GHPDQG�VLGH� EHQH2WV� RI� VFDOH

WKURXJK�WKH�SRZHU�RI�QHWZRUN�H4HFWV�

���$OO�QHWZRUN�H4HFWV�DUH�QRW�HTXDO��7KHLU�LQKHUHQW�SRWHQWLDO�YDOXH�DW�VFDOH�LQ�D

SDUWLFXODU�FRQWH[W�LV�GULYHQ�E\�WKH�FRPSOH[LW\�RI�WKH�SURGXFW�RU�VHUYLFH�EHLQJ

R4HUHG�� WKH� GLYHUVLW\� RI� QHWZRUN� SDUWLFLSDQWV�� DQG� WKH� EUHDN�HYHQ�PDUNHW

VKDUH�UHTXLUHG�JLYHQ�WKH�PDUNHW�VL]H�DQG�LQGXVWU\�FRVW�VWUXFWXUH�

���'HPDQG�VLGH�DQG�VXSSO\�VLGH�VFDOH�DGYDQWDJHV�DUH�QRW�LQ�FRPSHWLWLRQ�EXW�

LQ� PDQ\� RI� WKH� VWURQJHVW� GLJLWDO� IUDQFKLVHV�� PXWXDOO\� UHLQIRUFLQJ�� 7KH

LPSRUWDQFH�RI�EUHDN�HYHQ�PDUNHW�VKDUH�LQ�GHWHUPLQLQJ�WKH�OLNHO\�LQWHQVLW\�RI

FRPSHWLWLYH� SUHVVXUH� LQ� D� VHFWRU� KLJKOLJKWV� WKH� FRQWLQXLQJ� UHOHYDQFH� RI

VXSSO\�VLGH�FRQVLGHUDWLRQV�HYHQ�LQ�DVVHVVLQJ�WKH�DWWUDFWLYHQHVV�RI�QHWZRUN

H4HFWV�EXVLQHVVHV�
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,7�7$.(6�$�9,//$*(��7+(�6285&(6�2)�',*,7$/

&203(7,7,9(�$'9$17$*(

21(�,6�7+(�/21(/,(67�180%(5

2QH� IXQGDPHQWDO� WKLQJ� WKDW� GHPDQG�VLGH� DQG� VXSSO\�VLGH� VFDOH

DGYDQWDJHV�KDYH�LQ�FRPPRQ�LV�WKDW�QHLWKHU�LV�WHUULEO\�GXUDEOH�RQ�WKHLU

RZQ�

5HODWLYHO\�IHZ�PDUNHWV�FDQ�UHDOO\�RQO\�VXSSRUW�D�VLQJOH�FRPSHWLWRU

ÔD� VR�FDOOHG� QDWXUDO� PRQRSRO\�� $� VLQJOH� VFDOH� LQFXPEHQW� WKDW

GRPLQDWHV�D�VHFWRU�WKDW�FDQ�VXVWDLQ�PXOWLSOH�SDUWLFLSDQWV�ZLOO�FHUWDLQO\

HQMR\�VXSHULRU�UHWXUQV�IRU�D�WLPH��%XW�LI�LWV�RQO\�DGYDQWDJH�LV�VFDOH�RQ

WKH� VXSSO\� VLGH�� LW� LV� YXOQHUDEOH� WR� DQ\RQH�ZLWK�GHHS�SRFNHWV� DQG�DQ

LQWHUHVW�LQ�VKDULQJ�WKH�VSRLOV��,I�WKHUH�LV�QRWKLQJ�WKDW�RWKHUZLVH�LPSHGHV

FXVWRPHUV� IURP� HDVLO\� PRYLQJ�� D� FRPSHOOLQJ� EXVLQHVV� SODQ� FRXOG� EH

GHYHORSHG� WR� LQYHVWÔHLWKHU� E\� UROOLQJ� XS� VPDOOHU� FRPSHWLWRUV� RU

EXLOGLQJ� D� QHZ� VFDOH� RQH� RUJDQLFDOO\ÔLQ� HVWDEOLVKLQJ� D� FRPSDUDEO\

VL]HG� FRPSHWLWRU�� $QG� GHSHQGLQJ� RQ� WKH�PDUNHW� FKDUDFWHULVWLFV�� HYHQ

DIWHU�WKHVH�WZR�VFDOH�SOD\HUV�VSOLW�WKH�PDUNHW��WKH\�FRXOG�EH�VXVFHSWLEOH

WR�DWWDFN�IURP�D�WKLUG�DQG�VR�RQ�

7KLV� IDWH� FDQ� EH� DYRLGHG�� KRZHYHU�� ZKHUH� D� VXSSO\�VLGH� VFDOH

DGYDQWDJH� LV� FRPSOHPHQWHG� E\� RWKHU� FRPSHWLWLYH� DGYDQWDJHV� WKDW

LPSHGH�WKH�DELOLW\�RI�RWKHUV�ZLWK�UHDG\�FDVK�WR�HDVLO\�FRS\�DQG�GLYLGH

WKH�PDUNHW��+LVWRULFDOO\�� WKH�VWURQJHVW�DQDORJ�VXSSO\�VLGH�GULYHQ�VFDOH

IUDQFKLVHV�KDYH�EHHQ�SDLUHG�ZLWK�D�YDULHW\�RI�GHPDQG�VLGH�DGYDQWDJHV�

:KDW� DOO� WKHVH� IRUWLI\LQJ� DGYDQWDJHV� KDYH� LQ� FRPPRQ� LV� WKDW� WKH\

HQFRXUDJH�H[LVWLQJ�FXVWRPHUV�WR�VWD\�SXW�LQ�WKH�IDFH�RI�DQ�LGHQWLFDO��RU
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HYHQ�VRPHZKDW�EHWWHU��RIIHU�E\�D�QHZ�HQWUDQW��7KH�FRPELQHG�LPSDFW�RI

IL[HG�FRVW�VXSSRUWHG� VFDOH� DQG� D� FDSWLYH� FXVWRPHU� EDVH� LV� WKDW� DQ

LQFXPEHQW�FDQ�DYRLG�VSOLWWLQJ�WKH�PDUNHW�E\�DJJUHVVLYHO\�PDWFKLQJ�DQ\

RIIHU�PDGH�E\�D�ZHOO�ILQDQFHG�LQVXUJHQW��%\�PDNLQJ�WKLV�PDWFK�VWUDWHJ\

FOHDU�XS� IURQW�� ILQDQFLQJ� LV� OLNHO\� WR�GU\�XS� IRU�SRWHQWLDO� FRPSHWLWRUV

DQG�WKH�WKUHDWHQHG�LQVXUJHQF\�PD\�QHYHU�PDWHULDOL]H�LQ�WKH�ILUVW�SODFH�

1HWZRUN� HIIHFWVÔWKH� NH\� GHPDQG�VLGH� DGYDQWDJH� SRWHQWLDOO\

HQDEOHG� E\� UHODWLYH� VFDOHÔE\� WKHPVHOYHV� FDQ� EH� VLPLODUO\� IUDJLOH�

:KDWÖV� PRUH�� LQ� GLJLWDO� HQYLURQPHQWV�� WKH� DELOLW\� WR� VHFXUH

FRPSOLPHQWDU\�ØFXVWRPHU�FDSWLYLW\Ù�DGYDQWDJHV�LV�RIWHQ�FRPSURPLVHG�

%H\RQG�VLPSOH�KDELW��WKH�PRVW�W\SLFDO�IRUPV�RI�FXVWRPHU�FDSWLYLW\�DUH

VZLWFKLQJ� FRVWV� DQG� VHDUFK� FRVWV�� :KDW� PDNHV� WKH� LQWHUQHW� VXFK� D

UHYROXWLRQDU\�PHGLXP�IRU�FRQVXPHUV� LV� WKH�HDVH�ZLWK�ZKLFK� LW�DOORZV

VZLWFKLQJ� DQG� VHDUFKLQJ�� 7KHVH� DGYDQWDJHV� IRU� WKH� FRQVXPHU� DUH

XVXDOO\�QRW�VR�JRRG�IRU�WKH�SURGXFHU�

$� VLPSOH� KLVWRULF� H[DPSOH� GHPRQVWUDWHV� WKH� SRLQW�� ,Q� WKH� ����V�

WKH� 6(&� LQWURGXFHG� UXOHV� WKDW� DOORZHG� DOWHUQDWLYH� WUDGLQJ� V\VWHPV� WR

HPHUJH�� HQDEOLQJ� PDUNHW� SDUWLFLSDQWV� WR� LQH[SHQVLYHO\� WUDGH� HTXLWLHV

RXWVLGH� RI� WKH� HVWDEOLVKHG� H[FKDQJHV�� 7KH� UHVXOWLQJ� (OHFWURQLF

&RPPXQLFDWLRQV� 1HWZRUNV� �(&1V�� ZHUH� FODVVLF� QHWZRUN� HIIHFWV

EXVLQHVVHV��EX\HUV�DWWUDFWHG�VHOOHUV�DQG�PDUNHW�OLTXLGLW\�DWWUDFWHG�PRUH

PDUNHW� OLTXLGLW\�� $QG� WKH� VHFWRU� H[SHULHQFHG� KXJH� JURZWK� DV� QHZ

WHFKQRORJ\�SODWIRUPV�HPHUJHG�WR�ZUHVW�WUDGLQJ�YROXPH�DZD\�IURP�WKH

KLJK�FRVW� LQFXPEHQW� SODWIRUPV� ZKHUH� PRVW� DFWLYLW\� KDG� SUHYLRXVO\

RFFXUUHG�

%XW� WKH�KHGJH� IXQGV�DQG�SURIHVVLRQDO� WUDGHUV�ZKR�SDUWLFLSDWHG� LQ

WKHVH� QHWZRUNV� KDG� QR�PRUH� OR\DOW\� WR� RQH� (&1� RYHU� DQRWKHU� WKDQ

WKH\� KDG� KDG� IRU� WKH� SUHGHFHVVRU� H[FKDQJHV� WKDW� WKH\� KDG� TXLFNO\

DEDQGRQHG��(DFK�QHZ�(&1�ZRXOG� LQYDULDEO\�RIIHU� ORZHU� WUDQVDFWLRQ

IHHV�� 7KH� LPSDFW� RI� HYHQ� D� IUDFWLRQ� RI� D� FHQW� UHGXFWLRQ� LQ� WKH� UDWH

FKDUJHG� RIWHQ� UHVXOWHG� LQ� LPPHGLDWH� DQG� PDVVLYH� VKLIWV� LQ� OLTXLGLW\

SRROV�DPRQJ�(&1V��7UDGHUV� FDUHG�RQO\�DERXW�ØEHVW� H[HFXWLRQÙÔWKH

QHW�SULFH�DYDLODEOH�IRU�D�JLYHQ�VHFXULW\�DIWHU�FRPPLVVLRQVÔUHVXOWLQJ�LQ

ZLOG� VKLIWV� LQ� PDUNHW� VKDUH� DPRQJ� QHZ� ORZ�FRVW� FRPSHWLWRUV� DQG� D
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UDFH� WR� WKH� ERWWRP� LQ� FRPPLVVLRQV�� $V� IDU� DV� QHWZRUN� HIIHFWV� DUH

FRQFHUQHG��D�YLUWXRXV�FLUFOH�FDQ�TXLFNO\�EHFRPH�D�YLFLRXV�RQH�

7+$7W6�:+$7�)5,(1'6�$5(�)25

%XW� WKH� QHZV� LV� QRW� XQLIRUPO\� EDG� IRU� GHPDQG�VLGH� VFDOH�� 7KHUH� DUH

VRPH� XQLTXH� EHQHILWV� DYDLODEOH� WR� SURGXFHUV� RSHUDWLQJ� LQ� GLJLWDO

HQYLURQPHQWV� UHODWLYH� WR� DQDORJ� RQHV�� 6SHFLILFDOO\�� EXVLQHVVHV

LQWHUDFWLQJ�ZLWK�WKHLU�XVHUV�GLJLWDOO\�DUH�DEOH�WR�OHDUQ�PRUH�DERXW�DQG

GHYHORS� D� GLUHFW� UHODWLRQVKLS�ZLWK� WKHLU� FXVWRPHUV� LQ�ZD\V� WKDW� WKHLU

DQDORJ� FRXQWHUSDUWV� FDQQRW�� 7KLV� FORVHU� GLJLWDO� FXVWRPHU� FRQQHFWLRQ

FDQ� WUDQVODWH� LQWR� D� QXPEHU� RI� RWKHU� FRPSHWLWLYH� DGYDQWDJHV�

&RQWLQXRXV� LQWHUDFWLRQV� IDFLOLWDWH� FRQWLQXRXV� SURGXFW� LPSURYHPHQW

DQG�FRXOG�DFFHQWXDWH� WKH� VORSH�RI� WKH� OHDUQLQJ� FXUYH��([LVWLQJ�GLJLWDO

FXVWRPHUV� FDQ� PRUH� HDVLO\� EH� D� VRXUFH� RI� QHZ� FXVWRPHU� UHIHUUDOV�

SRWHQWLDOO\�UHGXFLQJ�FXVWRPHU�DFTXLVLWLRQ�FRVWV�

0RUH�JHQHUDOO\��GHSHQGLQJ�RQ�WKH�XVH�FDVH��WKH�DYDLODELOLW\�RI�ØELJ

GDWDÙ�FROOHFWHG�RYHU�WLPH�IURP�WKHVH�GLJLWDO�FXVWRPHUV�FRXOG�KDYH�DQ\

QXPEHU�RI�EHQHILFLDO�DSSOLFDWLRQV��LQFOXGLQJ�WKRVH�OHYHUDJLQJ�SUHGLFWLYH

DQDO\WLFV� RU� HYHQ� DUWLILFLDO� LQWHOOLJHQFH�� $OWKRXJK� WUXO\� IRXQGDWLRQDO

SURSULHWDU\� WHFKQRORJ\� WKDW� DORQH� FUHDWHV� D� VXVWDLQDEOH� FRPSHWLWLYH

DGYDQWDJHÔWKLQN� RI� 4XDOFRPPÖV� ZLUHOHVV� WHFKQRORJ\� SDWHQWVÔ

UHPDLQV�H[FHHGLQJO\�UDUH�� WKH�FRPELQDWLRQ�RI�FXWWLQJ�HGJH�WHFKQRORJ\

ZLWK� XQLTXH� GDWD� VHWV� FDQ� \LHOG� GLVWLQFWLYH� LQVLJKWV� WKDW� SURYLGH� UHDO

RSHUDWLRQDO�DGYDQWDJHV��*RRJOH�6HDUFKÖV�JUHDWHVW�DGYDQWDJH�RYHU�%LQJ

GHULYHV� QRW� IURP� KRZ�PXFK� EHWWHU� LWV� VHFUHW� VHDUFK� DOJRULWKP� LV� EXW

KRZ� PDQ\� SUHYLRXV� VHDUFKHV� E\� WKH� VDPH� XVHU� LW� KDV� DOUHDG\

XQGHUWDNHQ�

6R�� LI� VWURQJ� DQDORJ� IL[HG�FRVW�VFDOH� EXVLQHVVHV� DUH� PRVW� RIWHQ

SDLUHG�ZLWK�FXVWRPHU�FDSWLYLW\��GLJLWDO�QHWZRUN�HIIHFWV�EXVLQHVVHV�VHHP

WR� OHQG� WKHPVHOYHV� WR� UHLQIRUFLQJ� DGYDQWDJHV� RQ� WKH� VXSSO\� VLGH�

ZKHWKHU�IURP�OHDUQLQJ��GDWD�DQG�DUWLILFLDO�LQWHOOLJHQFH��IL[HG�FRVW�VFDOH

LWVHOI��RU�D�FRPELQDWLRQ�RI�FRVW�DGYDQWDJHV��7KLV�LV�QRW�WR�VXJJHVW�WKDW

VXFK�QHWZRUN�HIIHFWV�FDQ�RQO\�EH�EXWWUHVVHG�LQ�WKLV�ZD\��)RU�LQVWDQFH�
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WKH� DELOLW\� WR� SHUVRQDOL]H� WKH� SURGXFW� H[SHULHQFH� FDQ� PLWLJDWH� WKH

WHQGHQF\�RI�LQWHUQHW�DSSOLFDWLRQV�WR�XQGHUPLQH�FXVWRPHU�FDSWLYLW\��7KH

SRLQW� LV� VLPSO\� WKDW� WKH� VWUXFWXUDO� FRPPRQDOLWLHV� RI� WKH� XQGHUO\LQJ

LQGXVWULDO� RUJDQL]DWLRQ� RI� HDFK� RI� WKHVH� FDWHJRULHV� RI� DGYDQWDJH

VXSSRUWV�D�GLUHFWLRQDO�VKLIW�LQ�OLNHO\�VRXUFHV�RI�FRPSHWLWLYH�DGYDQWDJH�

/LNHO\�6RXUFHV�RI�&RPSHWLWLYH�$GYDQWDJH�LQ�6WURQJ�'LJLWDO�DQG�$QDORJ�)UDQFKLVHV

)LJXUH����

7KH� PRUH� IXQGDPHQWDO� SRLQW� LV� WKDW� WKH� FRUH� QDUUDWLYH� WKDW

XQGHUSLQV� WKH� 3ODWIRUP�'HOXVLRQ� LV�PLVJXLGHG�� (YHQ�ZKHQ� SODWIRUPV

GR�JHQHUDWH�QHWZRUN�HIIHFWV��WKLV�E\�LWVHOI�VKRXOG�QRW�EH�FRQYLQFLQJ�WR

LQYHVWRUV�DQG� WKH\� VKRXOG� FHUWDLQO\�QRW�EH� FRXQWLQJ�RQ�GRPLQDWLQJ�D

ZLQQHU�WDNH�DOO�� RU� HYHQ� ZLQQHU�WDNH�PRVW�� PDUNHW�� 7KH� H[LVWHQFH� RI

QHWZRUN�HIIHFWV�VKRXOG�UHSUHVHQW�WKH�EHJLQQLQJ�UDWKHU�WKDQ�WKH�HQG�RI

WKH�DQDO\VLV��

5HVLOLHQW� IUDQFKLVHV� PXVW� UHVW� RQ�PXOWLSOH� VRXUFHV� RI� FRPSHWLWLYH

DGYDQWDJH��ZKLFK�W\SLFDOO\�UHLQIRUFH�HDFK�RWKHU��)RU�H[DPSOH��DOWKRXJK

,� KDYH� GHVFULEHG� ELJ� GDWD� DV� SULPDULO\� D� VXSSO\� DGYDQWDJH�� WKH� GDWD

PD\� EH� JHQHUDWHG� E\� D� QHWZRUN� HIIHFWV� IO\ZKHHO� DQG� PDQLIHVW� LWV

EHQHILWV�SULPDULO\�WKURXJK�HQKDQFHG�FXVWRPHU�FDSWLYLW\�RQ�WKH�GHPDQG
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VLGH��$QG� DV� WKH� FDVH� RI�$QFHVWU\�FRP� IURP� FKDSWHU� �� GHPRQVWUDWHV�

GDWD� FDQ� VXSSRUW� VXSSO\�VLGH� VFDOH� DGYDQWDJHV� DV� ZHOO�� %XW� WKH� YHU\

VWUXFWXUH� RI� GLJLWDO� HQYLURQPHQWV� PDNHV� LW� KDUGHU�� QRW� HDVLHU�� IRU

QHWZRUN� HIIHFWV� EXVLQHVVHV� WR� VHFXUH� PDQ\� RI� WKHVH� SRWHQWLDO

FRPSOHPHQWDU\�DGYDQWDJHV�OLNH�FXVWRPHU�FDSWLYLW\�RU�VFDOH�DGYDQWDJHV

WKDW�IORZ�IURP�KLJK�IL[HG�FRVWV��7KLV�ZRXOG�SDUWO\�H[SODLQ�WKH�VNHZHG

WDOO\� RI� IDLOHG� LQWHUQHW� EXVLQHVVHV� YHUVXV� WKRVH� WKDW� KDYH� QRW� MXVW

VXUYLYHG�EXW�VXVWDLQDEO\�WKULYHG�

6RPH�FRPELQDWLRQ�RI�KLJK�EUHDN�HYHQ�PDUNHW� VKDUH��DQ�DELOLW\� WR

HVWDEOLVK� HQWUHQFKHG� FXVWRPHU� UHODWLRQVKLSV�� DQG� D� XVH� FDVH� WKDW� FDQ

WDNH� DGYDQWDJH�RI� WKH� DYDLODELOLW\� RI� ODUJH� TXDQWLWLHV� RI� WUDQVDFWLRQDO

GDWD�ZKHQ�SDLUHG�ZLWK�QHWZRUN�HIIHFWV�FDQ�LQGHHG�UHVXOW�LQ�UHPDUNDEO\

SRZHUIXO� EXVLQHVV� IUDQFKLVHV�� :KDW� LV� PRVW� QRWDEOH�� WKRXJK�� LV� QRW

RQO\�KRZ�XQXVXDO�VXFK�EXVLQHVVHV�DUH�EXW�DOVR�WKH�IDFW�WKDW�PRVW�RI�WKH

ODUJHVW� LQWHUQHW�EXVLQHVVHV�GR�QRW�UHVW�SULPDULO\�RQ�QHWZRUN�HIIHFWV�DW

DOO�

,W� LV�SRSXODU�DPRQJ�DGKHUHQWV� WR� WKH�3ODWIRUP�'HOXVLRQ� WR�DVVHUW

WKDW�WKH�GLJLWDO�UHYROXWLRQ�QHFHVVLWDWHV�D�IXQGDPHQWDOO\�QHZ�DSSURDFK

WR�EXVLQHVV�VWUDWHJ\���1RWKLQJ�FRXOG�EH�IXUWKHU�IURP�WKH�WUXWK��6WUDWHJ\

KDV�DOZD\V�EHHQ�DQG�DOZD\V�ZLOO�EH�DERXW�HVWDEOLVKLQJ�DQG�UHLQIRUFLQJ

EDUULHUV� WR� HQWU\�� (YHQ� WKH� FRUH� FDWHJRULHV� RI� FRPSHWLWLYH� DGYDQWDJH

KDYH� QRW� FKDQJHG�� VFDOH�� GHPDQG�� DQG� VXSSO\�� 7KHUH� DUH� RWKHU

VXSSRVHG� FDWHJRULHV� RI� DGYDQWDJHÔPRVW� IUHTXHQWO\� SURIIHUHG� DUH� D

ILUVW�PRYHU� DGYDQWDJH� DQG� EUDQGLQJÔWKDW� ZH� DGGUHVV� HOVHZKHUH�

6XIILFH� LW� WR� VD\� IRU� QRZ� WKDW� DOWKRXJK� WKHVH� FDQ� VRPHWLPHV� KHOS

HVWDEOLVK�RU�UHLQIRUFH�VRPH�RI�WKH�FRPSHWLWLYH�DGYDQWDJHV�LGHQWLILHG��LW

LV�WKH�LQGXVWU\�VWUXFWXUH�WKDW�GHWHUPLQHV�ZKHWKHU�WKLV�ZLOO�EH�WKH�FDVHÔ

DQG�PRUH�RIWHQ�WKDQ�QRW��LW�LV�VLPSO\�QRW�WKH�FDVH�

'LJLWDO� HQYLURQPHQWV� KDYH� FKDQJHG� WKH� SUHFLVH� IRUP� WKHVH� HQWU\

EDUULHUV� XVXDOO\� WDNH�� ZKDW� FRPELQDWLRQ� RI� WKHP� LV� DFKLHYDEOH�� DQG

KRZ�GLIILFXOW�LW�LV�WR�HVWDEOLVK�JUHDW�FRPSDQLHVÔDQG�JHQHUDOO\�QRW�IRU

WKH�EHWWHU�DV�IDU�DV�LQYHVWRUV�DUH�FRQFHUQHG��,QYHVWRUV�VKRXOG�QRW�ORRN

IRU�IXQGDPHQWDOO\�QHZ�VWUDWHJLF�SDUDGLJPV�RU�IDOO�SUH\�WR�WKH�3ODWIRUP

'HOXVLRQ� EXW� UDWKHU� UHPHPEHU� IXQGDPHQWDO� SULQFLSOHV� ZKHQ� ORRNLQJ
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IRU� RSSRUWXQLWLHV� LQ� WKH� LQWHUQHW� HUD�� 7KLV� UHTXLUHV� D� FOHDU�H\HG

SHUVSHFWLYH�RQ�WKH�GLVDGYDQWDJHV�DV�ZHOO�DV�WKH�DGYDQWDJHV�RI�RSHUDWLQJ

LQ�GLJLWDO�HQYLURQPHQWV�

6285&(6�2)�',*,7$/�&203(7,7,9(�$'9$17$*(

7KH�%DG�1HZV 7KH�*RRG�1HZV

6FDOH

)L[HG� &RVW

��6XSSO\

)L[HG�FRVW�UHTXLUHPHQWV

V\VWHPDWLFDOO\�ORZHUHG

(YHQ�ORZ�2[HG�FRVW�FDQ�EH�PHDQLQJIXO

EDUULHU� ZKHQ� FRXSOHG� ZLWK� QHWZRUN

H4HFWV

1HWZRUN

(4HFWV� �

'HPDQG

3UR2WDEOH� VFDOH� RIWHQ

DFKLHYDEOH� DW� YHU\� ORZ

PDUNHW�VKDUHV

'LJLWDO� SODWIRUPV� IDFLOLWDWH� QHWZRUN

H4HFWV

&XVWRPHU

&DSWLYLW\��

'HPDQG

6HDUFK 6HDUFKLQJ�LV�HDVLHU 3HUVRQDOL]DWLRQ� PD\� PDNH� 2QGLQJ

LGHQWLFDO�DOWHUQDWLYHV�PRUH�GL5FXOW

6ZLWFKLQJ 6ZLWFKLQJ�LV�OHVV�FRVWO\ 3HUVRQDOL]DWLRQ� ORZHUV� ZLOOLQJQHVV� WR

VZLWFK

+DELW +DELW� OHVV� OLNHO\� WR� EH

GHYHORSHG� ZKHQ

WHFKQRORJ\�LV�FKDQJLQJ

'LJLWDO� DSSOLFDWLRQ� PD\� LQFUHDVH

IUHTXHQF\�RI�XVH

&RVW��

6XSSO\

/HDUQLQJ

&XUYH

2IWHQ�RWKHUV�FDQ�TXLFNO\

FDWFK�XS

6ORSH�RI�OHDUQLQJ�FXUYH�LV�PDJQL2HG

X%LJ�'DWDY $SSOLFDWLRQV� WKDW� PRYH

WKH�QHHGOH�DUH�IHZ

'LJLWDO� H[SRQHQWLDOO\� LQFUHDVHV

TXDQWXP�RI�GDWD

3URSULHWDU\

7HFK

6SHHG� RI� WKH

VXSHUFHGLQJ� LQYHQWLRQV

LQFUHDVLQJ

7UXO\�SURSULHWDU\�WHFKQRORJ\�LV�HTXDOO\

UDUH� LQ� DQDORJ� ZRUOG� DQG� GDWD� PD\

VWUHQJWKHQ�LQ�GLJLWDO

)LJXUH����

$//�7+(�1(:6�7+$7W6�),7�72�',*,7,=(

(DUOLHU��,�SRNHG�IXQ�DW�1HZ�<RUN�7LPHV�SXEOLVKHU�$UWKXU�6XO]EHUJHUÖV

MXELODWLRQ�RYHU�WKH�SURVSHFWV�RI�D�GLJLWDO� IXWXUH��7KH�FDVH�RI�WKH�1HZ

<RUN� 7LPHV� LV� DQ� LQWHUHVWLQJ� RQH� LQ� DVVHVVLQJ� WKH� QHW� LPSDFW� RI� WKH

DYDLODELOLW\� RI� GLJLWDO� GLVWULEXWLRQ� DQG� WHFKQRORJLHV�� 7KH� 7LPHV� LV

ULJKWO\�YLHZHG�DV�D�UDUH�LQWHUQHW�VXFFHVV�VWRU\�LQ�WKH�QHZV�EXVLQHVV��%XW

VXFFHVV��OLNH�VFDOH��LV�D�UHODWLYH�FRQFHSW�
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7R�EH�VXUH��XQOLNH�ORFDO�QHZVSDSHUV�ZKRVH�FRQWHQW�LV�RI�OLWWOH�YDOXH

RXWVLGH�RI�LWV�KRPH�WXUI�DQG�IRU�ZKRP�WKH�LQWHUQHW�ZDV�DQ�XQPLWLJDWHG

ILQDQFLDO�GLVDVWHU��WKH�1HZ�<RUN�7LPHV�KDV�EHHQ�DEOH�WR�VXEVWDQWLDOO\

H[SDQG�LWV�VXEVFULEHU�EDVH�IURP�D�SULQW�SHDN�RI�QRW�PXFK�PRUH�WKDQ��

PLOOLRQ�LQ�GDLO\�FLUFXODWLRQ��$OWKRXJK�SULQW�VXEVFULEHUV�DUH�QRZ�FORVHU

WR�KDOI� WKDW�� WRWDO� VXEVFULEHUV�H[FHHG���PLOOLRQ��$V�RI�������DOPRVW��

PLOOLRQ� WRRN� WKH� FRUH� GLJLWDO� QHZV� SURGXFW� DQG� DQRWKHU�PLOOLRQ�SOXV

VXEVFULEH�WR�HLWKHU�WKH�FURVVZRUGV�RU�FRRNLQJ�SURGXFWV��7KH�ERRPLQJ

SRGFDVW� EXVLQHVV�� ZKLFK� DWWUDFWV� �� PLOOLRQ� GDLO\� OLVWHQHUV�� UHOLHV

H[FOXVLYHO\� RQ� DGYHUWLVLQJ�� EXW� LWV� \RXQJHU�VNHZLQJ� DXGLHQFH� FRXOG

EHFRPH� IXWXUH� GLJLWDO� VXEVFULEHUV�� 2YHU� D� KDOI� PLOOLRQ� RI� WKH� GLJLWDO

VXEVFULEHUV�FRPH�IURP�RXWVLGH�WKH�86��7KH�7LPHV�KDV�VHW�D�JRDO�RI���

PLOOLRQ�SD\LQJ�UHDGHUV�E\�������LQFOXGLQJ���PLOOLRQ�LQWHUQDWLRQDOO\��

%XW�RYHU� WZHQW\�\HDUV�DIWHU�6XO]EHUJHUÖV� HXSKRULF�SUHGLFWLRQV�� WKH

1HZ�<RUN�7LPHV�VWRFN�SULFH�KDG�VWLOO�QRW�UHDFKHG�LWV�KLJKV�IURP�WKDW

HUD�DJDLQ���$QG�DOWKRXJK�WKH�QXPEHU�RI�VXEVFULEHUV�KDV�PXOWLSOLHG��WKH

DYHUDJH�VXEVFULSWLRQ�SULFH�KDV�IDOOHQ�GUDPDWLFDOO\��DGYHUWLVLQJ��RQFH�D

PDMRULW\� RI� UHYHQXHV�� KDV� FROODSVHG� HQWLUHO\�� 'HVSLWH� WKH� VXFFHVV� RI

SRGFDVWLQJ�DQG�RWKHU�QHZ�LQLWLDWLYHV�OLNH�WKH�:LUHFXWWHU�SURGXFW�UHYLHZ

VLWH��ØHIIRUWV�WR�GLYHUVLI\�LWV�DG�SURGXFWV�EH\RQG�GLVSOD\�DGYHUWLVLQJ�DUH

VWLOO�LQ�QDVFHQW�PRQHWL]DWLRQ�VWDJHV�Ù��,WV�WRWDO�DQQXDO�GLJLWDO�UHYHQXHV

RI��������PLOOLRQ��D�VOLJKW�PDMRULW\�RI�ZKLFK�FRPHV�IURP�VXEVFULEHUV�

LV�IDU�OHVV�WKDQ�WKH�UHYHQXHV�JHQHUDWHG�E\�SULQW�DGYHUWLVLQJ�DORQH�LQ�WKH

SUH�SD\ZDOO�HUD��$QG�WKH�FRPSDQ\ÖV�WRWDO������UHYHQXH�RI������ELOOLRQ�

D�PDMRULW\�RI�ZKLFK�RQ�ERWK�WKH�DGYHUWLVLQJ�DQG�VXEVFULSWLRQ�VLGHV�VWLOO

FDPH� IURP� WKH� OHJDF\� SULQW� EXVLQHVV�� LV� IDU� EHORZ� ZKDW� WKH� SULQW

IUDQFKLVH�SURGXFHG�DORQH�LQ�������

/HWÖV�FRQVLGHU�WKH�LPSDFW�RI�WKH�HPHUJHQFH�RI�GLJLWDO�RQ�HDFK�RI�WKH

FRUH�1HZ� <RUN� 7LPHV� FRPSHWLWLYH� DGYDQWDJHV� E\� FDWHJRU\�� VWDUWLQJ

ZLWK�VFDOH��7KH�1HZ�<RUN�7LPHV�ORQJ�RSHUDWHG�LQ�ORFDO��QDWLRQDO��DQG

LQWHUQDWLRQDO� PDUNHWV�� HDFK� RI� ZKLFK� KDV� LWV� RZQ� VWUXFWXUH� DQG

G\QDPLF�

,Q� WKH� ORFDO�PDUNHW�� WKH�1HZ�<RUN�7LPHV�KLVWRULFDOO\�ZDV�RQH�RI

VHYHUDO� FRPSHWLQJ� ORFDO� SDSHUV� RI� VFDOH�� $OWKRXJK� QRW� WKH� ODUJHVW� E\
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ORFDO�FLUFXODWLRQ��WKH�YDVW�VL]H�RI�WKH�1HZ�<RUN�PDUNHW�DQG�WKH�7LPHVÖV

OHDGLQJ� SRVLWLRQ� LQ� WKH� KLJK�HQG� GHPRJUDSKLF� PDGH� WKLV� D� YHU\

SURILWDEOH� VHJPHQW�� 'HVSLWH� WKH� GUDPDWLF� FROODSVH� LQ� WRWDO� UHYHQXH

DYDLODEOH� IURP� WKDW�PDUNHW� IURP� ERWK� VXEVFULSWLRQV� DQG� DGYHUWLVLQJ�

WKH� QXPEHU� RI� ORFDO� FRPSHWLWRUV� KDV� LQFUHDVHG� LQ� ERWK� WKH� SULQW� DQG

GLJLWDO� UHDOPV��7KH�PDLQ� WUDGLWLRQDO� FRPSHWLWRUV�� WKH�1HZ�<RUN�3RVW

DQG� 'DLO\� 1HZV�� KDYH� EHHQ� MRLQHG� E\� PXOWLSOH� IUHH� DG�VXSSRUWHG

SDSHUV��ZLWK� WKH� UHVXOW� WKDW�QRQH�RI� WKH� OHJDF\� OHDGHUV�PDNHV�PRQH\�

$OWKRXJK�WKH�1HZ�<RUN�7LPHVÖV�VFDOH�UHODWLYH�WR�LWV�WZR�PDLQ�KLVWRULF

FRPSHWLWRUV� KDV� LPSURYHG� VOLJKWO\�� LWV� RYHUDOO� VKDUH� RI� WKLV� IDVW�

VKULQNLQJ�PDUNHW�KDV�DFWXDOO\�IDOOHQ��7KH�FLUFXODWLRQ�RI�WKH�ODUJHVW�IUHH

SDSHU�LV�GRXEOH�WKDW�RI�DQ\�RI�WKH�SDLG�RQHV��

,QWHUQDWLRQDOO\�� LQ� WKH� (QJOLVK�ODQJXDJH� QHZVSDSHU� PDUNHW�� WKH

7LPHV� IRU� PDQ\� \HDUV� RSHUDWHG� WKURXJK� WKH� ,QWHUQDWLRQDO� +HUDOG

7ULEXQH��ZKLFK�FRPSHWHG�SULPDULO\�ZLWK� WKH� LQWHUQDWLRQDO�HGLWLRQV�RI

WKH� :DOO� 6WUHHW� -RXUQDO�� WKH� )LQDQFLDO� 7LPHV�� DQG� 86$� 7RGD\�� $

GHVFHQGDQW� RI� D� 3DULV�EDVHG� SDSHU� IRXQGHG� LQ� ������ LW� KDG� RSHUDWHG

WKURXJK� D� ������ MRLQW� YHQWXUH� ZLWK� WKH�:DVKLQJWRQ� 3RVW� VLQFH� WKH

����V�

7KLV�ZDV�QHYHU�D�ODUJH�PDUNHWÔWKH�+HUDOG�7ULEXQH�ZDV�WKH�ODUJHVW

SOD\HU�LQ�PRVW�FRXQWULHV�EXW�DWWUDFWHG�VFDQW�DGYHUWLVLQJ�DQG�DW�LWV�SHDN

KDG�D�FLUFXODWLRQ�RI�OLWWOH�PRUH�WKDQ���������VSUHDG�DFURVV�WKH�JOREHÔ

DQG� WKH� IL[HG� FRVWV� DVVRFLDWHG� ZLWK� VXSSRUWLQJ� LW� PDGH� WKH� EXVLQHVV

XQSURILWDEOH� IRU�HYHU\RQH��'HVSLWH� WKHVH�GLUH�HFRQRPLFV�� LQ������� WKH

1HZ� <RUN� 7LPHV� WKUHDWHQHG� LWV� WKLUW\�ILYH�\HDU� SDUWQHU� ZLWK

LQWURGXFLQJ� D� QHZ� FRPSHWLQJ� 1HZ� <RUN� 7LPHV� SURGXFW� LQWR� WKH

PDUNHW���7KH�:DVKLQJWRQ�3RVW� KDSSLO\� DJUHHG� WR� DFFHSW� ����PLOOLRQ

IRU����SHUFHQW�RI�WKH�SHUHQQLDO�PRQH\�ORVHU��$�GHFDGH�DIWHU�PDNLQJ�WKH

DFTXLVLWLRQ��WKH�7LPHV�ILQDOO\�UHEUDQGHG�WKH�SDSHU�DV�WKH�,QWHUQDWLRQDO

1HZ� <RUN� 7LPHV� DV� SDUW� RI� LWV� QHZ� GLJLWDO� VWUDWHJ\��� ,Q� �����

LQWHUQDWLRQDO� VXEVFULSWLRQV� UHSUHVHQW� EDUHO\� ��� SHUFHQW� RI� GLJLWDO

VXEVFULSWLRQV� EXW� DUH� DQWLFLSDWHG� WR� UHDFK� ��� SHUFHQW� E\� �����

$OWKRXJK� WKH� RULJLQDO� UHDVRQV� IRU� EX\LQJ� RXW� WKHLU� SDUWQHU�� OLNHO\� D

PL[WXUH�RI�YDQLW\�DQG�SULGH��PDGH�OLWWOH�HFRQRPLF�VHQVH��LW�PD\�EH�WKDW
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WKH�GHFLVLRQ�ZDV�D� IRUWXLWRXV�RQH��7KH� LQWHUQHWÖV�DELOLW\� WR�XOWLPDWHO\

IDFLOLWDWH� RYHU� ����� PLOOLRQ� LQ� LQFUHPHQWDO� VXEVFULSWLRQ� UHYHQXH� LQ

�����ZLWK�UHODWLYHO\�OLWWOH�LQFUHPHQWDO�FRVW�DJDLQVW�LW�GHPRQVWUDWHV�WKH

YDOXH�RI�D�ZKROO\�RZQHG�XQLWDU\�EUDQG�LQ�WKLV�QDUURZ�PDUNHW�

7KH� PDLQ� HYHQW� LV� LQ� WKH� QDWLRQDO� QHZV� PDUNHW�� 7KH�7LPHV� KDG

SULPDULO\� EHHQ� LQ� FRPSHWLWLRQ� ZLWK� WKH� :DOO� 6WUHHW� -RXUQDO� DQG

VHFRQGDULO\�ZLWK�86$�7RGD\�� ZKLFK� KDG� QDWLRQDO� FLUFXODWLRQ� EXW� QR

PHDQLQJIXO�SDLG�LQGLYLGXDO�VXEVFULEHU�EDVH��DQG�WKH�86�HGLWLRQ�RI�WKH

)LQDQFLDO� 7LPHV�� ,Q� D� GLJLWDO� HQYLURQPHQW�� ZKLFK� HOLPLQDWHG

SURKLELWLYHO\� KLJK� IL[HG� GLVWULEXWLRQ� FRVWV�� WKH� OLVW� RI� FRPSHWLWRUV� IRU

QHZV� KDV� PXOWLSOLHG�� 7KH� WRS� RQOLQH� QHZV� VRXUFHV� LQFOXGH� QRW� RQO\

WKHVH� WUDGLWLRQDO� SULQW� FRPSHWLWRUV� EXW� RWKHU� SULPDULO\� ORFDO

QHZVSDSHUV� OLNH� WKH�:DVKLQJWRQ� 3RVW�� ZKLFK� KDG� ODUJHO\� H[LWHG� WKH

QDWLRQDO� PDUNHW� EHFDXVH� RI� WKH� HFRQRPLFV� EXW� UHHQWHUHG� LW� ZLWK

UHQHZHG�]HDO�XQGHU�WKH�RZQHUVKLS�RI�-HII�%H]RV����,Q�DGGLWLRQ��H[LVWLQJ

QHZV� SURGXFHUV� IURP� RWKHU�PHGLD� �EURDGFDVW�� FDEOH�� PDJD]LQHV�� DQG

HYHQ�UDGLR��WKDW�KDYH�EHHQ�DEOH�WR�DGG�D�GLJLWDO�PDQLIHVWDWLRQ�UHODWLYHO\

LQH[SHQVLYHO\� DQG� D� ZLGH� UDQJH� RI� GLJLWDO�RQO\� SOD\HUV� XVLQJ� D

FRPELQDWLRQ� RI� RULJLQDO� DQG� DJJUHJDWHG� FRQWHQW� URXQG� RXW� WKH� WRS

VLWHV��(YHQ�VRPH�8.�EDVHG�QHZV�EXVLQHVV��QRWDEO\��WKH�%%&��WKH�0DLO

2QOLQH�� DQG� WKH�*XDUGLDQ�� WKDW� RWKHUZLVH� ZRXOG� QRW� KDYH� KDG� DQ\

VKRW� RI� SDUWLFLSDWLQJ� LQ� WKH� 86� PDUNHW� DUH� DPRQJ� WKH� WRS� 86� QHZV

VLWHV�

�����1DWLRQDO�1HZVSDSHU

&LUFXODWLRQ��0LOOLRQV�

�����0RVW�3RSXODU�1HZV�6LWHV��0RQWKO\�8QLTXH

9LVLWRUV�LQ�0LOOLRQV�

:DOO�6WUHHW�-RXUQDO ��� <DKRR��1HZV ���

86$�7RGD\ ��� *RRJOH�1HZV ���

1HZ�<RUN�7LPHV ��� +X43RVW ���

2WKHU ���� &11 ��

1HZ�<RUN�7LPHV ��

)R[�1HZV ��

1%&�1HZV ��

0DLO�2QOLQH ��

:DVKLQJWRQ�3RVW ��
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*XDUGLDQ ��

:DOO�6WUHHW�-RXUQDO ��

$%&�1HZV ��

%%&�1HZV ��

86$�7RGD\ ��

/RV�$QJHOHV�7LPHV ��

)LJXUH����

6RXUFH��1HZVSDSHU�$VVRFLDWLRQ�RI�$PHULFD��H%L]0%$�UDQN�GHULYHG�IURP�4XDQWFDVW��$OH[D��DQG�6LPLODU:HE

$PRQJ� DFWXDO� QHZV� VXEVFULEHUV�� WKH�1HZ� <RUN� 7LPHVÖV� UHODWLYH

VFDOH�KDV�DFWXDOO\�LPSURYHG�VRPHZKDW��$OWKRXJK�$SSOH�1HZV�6HUYLFHÖV

���� PLOOLRQ� PRQWKO\� DFWLYH� XVHUV��� GZDUIV� WKDW� RI� WKH� 1HZ� <RUN

7LPHV��DOO�HYLGHQFH�LV�WKDW�JURZWK�LQ�LWV�VXEVFULSWLRQ�1HZV��VHUYLFH�KDV

VWDOOHG�DIWHU�DWWUDFWLQJ���������XVHUV�LQ�WKH�ILUVW�IRUW\�HLJKW�KRXUV�DIWHU

LWV�0DUFK������ODXQFK����1RQHWKHOHVV��LW�LV�KDUG�WR�DUJXH�WKDW�WKH�1HZ

<RUN�7LPHVÖV� RYHUDOO� UHODWLYH� VFDOH� KDV� QRW� GHFOLQHG� DV� LW� KDV�PRYHG

IURP�WKH�GLVWLQFW�QDWLRQDO�QHZVSDSHU�PDUNHW�LQ�ZKLFK�LW�ZDV�RQH�RI�D

IHZ� FOHDU� OHDGHUV� WR� D� PXFK� PRUH� FURZGHG� JOREDO� (QJOLVK�ODQJXDJH

QHZV�PDUNHW�ZKHUH�OLQHV�DFURVV�PHGLD�DQG�JHRJUDSK\�KDYH�EOXUUHG�

�����'LJLWDO�1DWLRQDO�,QWHUQDWLRQDO�1HZV�6XEVFULEHUV

1HZ�<RUN�7LPHV ���������

:DOO�6WUHHW�-RXUQDO ���������

:DVKLQJWRQ�3RVW ���������

)LQDQFLDO�7LPHV ���������

%DUURQWV �������

$SSOH �������

%XVLQHVV�,QVLGHU �������

*XDUGLDQ �������

/RV�$QJHOHV�7LPHV �������

&KLFDJR�7ULEXQH �������

)LJXUH����

6RXUFH��3XEOLF�ILOLQJV�DQG�VWDWHPHQWV��QHZV�UHSRUWV
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%XW� KRZ� GR� WKHVH� EHQHILWV� RI� UHGXFHG� EXW� VWLOO� VLJQLILFDQW� VFDOH

PDQLIHVW� WKHPVHOYHV� LQ� DQ� LQFUHDVLQJO\� GLJLWDO� HQYLURQPHQW"

,QWHUHVWLQJO\��QRW�DW�DOO�RQ�WKH�GHPDQG�VLGH��$V�ZH�H[SORUH�PRUH�GHHSO\

LQ�FKDSWHU���RQ�1HWIOL[��FRQWHQW�FUHDWLRQ�EXVLQHVVHV��ZKHWKHU�GLJLWDO�RU

DQDORJ��GR�QRW�W\SLFDOO\�OHQG�WKHPVHOYHV�WR�QHWZRUN�HIIHFWV��,QGHHG��WKH

SULQW� 7LPHV� RQFH� KDG� D� PRGHVW� EXW� KLJKO\� SURILWDEOH� FODVVLILHG

DGYHUWLVLQJ� VHJPHQW�� ZKLFK� GLG� EHQHILW� IURP� QHWZRUN� HIIHFWV�� 7KH

GLJLWDO�7LPHV�� E\� FRQWUDVW�� KDV� QR� VLJQLILFDQW� FODVVLILHG� EXVLQHVV�� VR

DUJXDEO\�LW�H[KLELWV�IHZHU�QHWZRUN�HIIHFWV�

2Q�WKH�VXSSO\�VLGH��WKH�EHQHILWV�RI�VFDOH�DW�WKH�7LPHV�DUH�HQKDQFHG

LQ�LWV�GLJLWDO�IRUP�EHFDXVH�RI�WKH�LQFUHDVH�LQ�WKH�SHUFHQWDJH�RI�LWV�FRVW

VWUXFWXUH�WKDW�LV�IL[HG��%HFDXVH�RI�WKH�HOLPLQDWLRQ�RI�UDZ�PDWHULDOV�DQG

RWKHU� YDULDEOH� HOHPHQWV� WKDW� XQGHUSLQ� WKH� FRVW� RI� SURGXFLQJ� D

QHZVSDSHU�� D� GLJLWDO� QHZV� SURGXFW� LV� RYHUZKHOPLQJO\� D� IL[HG�FRVW

DIIDLU��2Q� WKH� RWKHU� KDQG�� DV� LV� HYLGHQW� IURP�)LJXUH������ WKH� UDGLFDO

UHGXFWLRQ� LQ� WKH� WRWDO� FRVWV� UHTXLUHG� KDV� GUDPDWLFDOO\� H[SDQGHG� WKH

QXPEHU�RI�FRPSHWLWRUV��ZKLFK�LQ�WXUQ�H[SODLQV�WKH�UHGXFWLRQ�LQ�UHODWLYH

VFDOH�XSRQ�ZKLFK� WKLV� UHODWLYHO\�JUHDWHU�EHQHILW� DSSOLHV��7R�DVVHVV� WKH

QHW� LPSDFW�� KRZHYHU�� WKH� LPSDFW� RI� WKH� GLJLWDO� PRGHO� RQ� WKH� RWKHU

VRXUFHV�RI�FRPSHWLWLYH�DGYDQWDJH�PXVW�DOVR�EH�FRQVLGHUHG�

$V�IDU�DV�FXVWRPHU�FDSWLYLW\�LV�FRQFHUQHG��WKH�LPSDFW�RQ�DGYHUWLVHUV

DQG� UHDGHUV� LV� TXLWH� GLIIHUHQW�� EXW� GLUHFWLRQDOO\� VLPLODU�� $GYHUWLVHUV

KDYH�PDQ\�PRUH� RSSRUWXQLWLHV� WR� UHDFK� D� GHVLUHG� GHPRJUDSKLF� WKDQ

HYHU� EHIRUH�� DQG� WKH� 1HZ� <RUN� 7LPHVÖV� IRUPHU� DELOLW\� WR� FODLP� D

VLQJXODU� DELOLW\� WR� GHOLYHU� LWV� DXGLHQFH� LV� QR� ORQJHU� FUHGLEOH�� 0RUH

GLVWXUELQJ��DV�GLVFXVVHG�LQ�JUHDWHU�GHWDLO�LQ�FKDSWHU�����LV�WKH�IDFW�WKDW

SURJUDPPDWLF�DGYHUWLVLQJ�DOORZV�PDUNHWHUV�WR�UHDFK�1HZ�<RUN�7LPHV

UHDGHUV� RQ� RWKHU� ZHEVLWHV�� 7KLV� UHDOLW\� LV� UHIOHFWHG� LQ� WKH� GUDPDWLF

UHGXFWLRQ� LQ� DEVROXWH� DGYHUWLVLQJ� UHYHQXH� LQ� ERWK� SULQW� DQG� GLJLWDO

SURGXFWV� DQG� WKH� FRQWLQXRXV� GHFOLQHV� LQ� DGYHUWLVLQJ� UDWHV� �&30V� RU

FRVW�SHU�PLOOH��RU�D�WKRXVDQG�LPSUHVVLRQV��

)RU� VXEVFULEHUV�� WKH� XQLTXH� YDOXH� SURSRVLWLRQ� LV� SRWHQWLDOO\�PRUH

FRPSHOOLQJ�� EXW� WKH� DYDLODELOLW\� RI� VR� PDQ\� IUHH� DOWHUQDWLYHV� KDV

UHVXOWHG�LQ�D�UHGXFWLRQ�LQ�WKH�DYHUDJH�VXEVFULSWLRQ�SULFH�IURP�WKH�SULQW

HQYLURQPHQW�� DOWKRXJK� QRW� DV� SUHFLSLWRXV� DV� WKH� UHGXFWLRQ� LQ�&30V�
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:KDWÖV� PRUH�� WKH� SRWHQWLDO� IRU� FXVWRPHU� FKXUQ� KDV� LQFUHDVHG

GUDPDWLFDOO\� LQ� WKH� GLJLWDO� UHDOP� DV� ERWK� VLJQLQJ� XS� DQG� VLJQLQJ� RII

KDYH�QHYHU�EHHQ�VR�HDV\��&XVWRPHUV�QRZ�GHPDQG�WKDW�WKH\�EH�DEOH�WR

FDQFHO� RQOLQH� ZLWKRXW� FRQIURQWLQJ� HQGOHVV� KROG� PXVLF� DQG� D� QRW�VR�

IULHQGO\� FXVWRPHU� VHUYLFH� DJHQW�� 7KH� 1HZ� <RUN� 7LPHV� RQO\� EHJDQ

HQDEOLQJ�RQOLQH�FDQFHOODWLRQV�LQ������

)RU� \HDUV�� WKH�1HZ� <RUN� 7LPHV� PRVWO\� ORVW� VXEVFULEHUV� EHFDXVH

WKH\� PRYHG� �KRSHIXOO\� WHPSRUDULO\�� RU� GLHG� �XVXDOO\� SHUPDQHQWO\��

7KLV� LV�TXLWH� VLPLODU� WR� WKH�:DOO�6WUHHW� -RXUQDO��ZKRVH�PRVW� IUHTXHQW

FDXVH�RI�FDQFHOODWLRQ�DW�RQH�SRLQW�ZDV�WKH�GHFHDVHGÖV�HVWDWH�GLVFRYHULQJ

WKDW� WKH� FUHGLW� FDUG�ZDV� VWLOO� SD\LQJ� WKH� VXEVFULSWLRQ�� $V� UHFHQWO\� DV

������WKH�1HZ�<RUN�7LPHV�KDG�IHZHU�WKDQ�WHQ�HPSOR\HHV�IRFXVHG�RQ

FXVWRPHU� UHWHQWLRQ���� 7KLV� QXPEHU� LV� QRZ� YDVWO\� H[SDQGHG�� DQG� WKH

HQWLUH� FRUSRUDWH� HWKRV� KDV� VKLIWHG� WRZDUG� DWWUDFWLQJ� DQG� NHHSLQJ

UHDGHUV�� 7KLV� LV� D� WHVWDPHQW� WR� WKH�1HZ� <RUN� 7LPHV� PDQDJHPHQWÖV

DSSUHFLDWLRQ�IRU�WKH�VKLIWLQJ�SRWHQWLDO�VRXUFHV�RI�FRPSHWLWLYH�DGYDQWDJH

DV� VXEVFULSWLRQV� FDPH� WR� UHSUHVHQW� WKH� YDVW� PDMRULW\� RI� UHYHQXHV�

5HPDUNDEO\��WKH�FRPSDQ\�UHSRUWV�KDYLQJ�EHHQ�DEOH�WR�DFKLHYH�GLJLWDO

FKXUQ�UDWHV�QRW�PXFK�GLIIHUHQW�IURP�LWV�DQDORJ�RQHV�

%XW�HYHQ�EHVW�LQ�FODVV�FRQVXPHU�VXEVFULSWLRQ�VHUYLFHV�OLNH�WKH�1HZ

<RUN� 7LPHV� ZLOO� DOZD\V� H[SHULHQFH� VLJQLILFDQW� RQOLQH� FKXUQ�� DQG

PDQDJLQJ� WKLV�EHFRPHV� LQFUHDVLQJO\� FKDOOHQJLQJ�DV� WKH� FXVWRPHU�EDVH

PRYHV�EH\RQG�WKH�PRVW�OR\DO�HDUO\�DGRSWHUV��1HWIOL[��ZLGHO\�YLHZHG�DV

D� OHDGHU� LQ� FXVWRPHU� HQJDJHPHQW� DQG� UHWHQWLRQ�� VWLOO� KDV� FKXUQ� RI

DURXQG���SHUFHQW�HDFK�PRQWK�RU����SHUFHQW�DQQXDOO\��7KH�1HZ�<RUN

7LPHV�PD\�GR�WKLV�ZHOO�RU�HYHQ�EHWWHU��EXW�WKHUH�LV�D�VWUXFWXUDO�OLPLW���

$V�LPSUHVVLYH�D�MRE�DV�WKH�FRPSDQ\�KDV�GRQH�LQ�WKLV�DUHD��VXEVFULEHUV

DUH�VLPSO\�QRW�DV�FDSWLYH�DV�WKH�DGYHUWLVHUV�ZKR�SUHYLRXVO\�FRXOG�RQO\

UHDFK�WKH�UDUHILHG�7LPHV�UHDGHUVKLS�WKURXJK�LWV�SULQW�HGLWLRQ�

,Q� WKH� FRQWH[W� RI� SODWIRUP� EXVLQHVVHV�� WKLV� DELOLW\� WR� HDVLO\� VKLIW

DPRQJ�RU�VXSSRUW�WKH�VLPXOWDQHRXV�XVH�RI�PXOWLSOH�SODWIRUPV�LV�RIWHQ

JLYHQ� D� IDQF\� GLJLWDO� PRQLNHU�� PXOWL�KRPLQJ�� 7KHUH� LV� QRWKLQJ

REMHFWLRQDEOH� LQ� WKLV� WHUP�� EXW� LW� LV� VRPHWLPHV� WUHDWHG� DV� DQ� HQWLUHO\

QRYHO�FDWHJRU\�RI�SKHQRPHQRQ�UDWKHU� WKDQ�VLPSO\�D�PDQLIHVWDWLRQ�RI
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ZHDNHU� GHPDQG�VLGH� EDUULHUV� WR� HQWU\���� 'LJLWDO� HQYLURQPHQWV� RIWHQ

FUHDWH� KHLJKWHQHG� FKDOOHQJHV� WR� HIIHFWLYHO\� PDLQWDLQLQJ� FXVWRPHU

FDSWLYLW\ÔLQ�WKLV�LQVWDQFH�ERWK�DPRQJ�DGYHUWLVHUV�DQG�UHDGHUVÔEXW�LQ

DVVHVVLQJ� WKH�RYHUDOO� VWUHQJWK�RI� D� EXVLQHVV�� WKLV�PXVW� EH� DQDO\]HG� LQ

WKH�FRQWH[W�RI�WKH�IXOO�SRUWIROLR�RI�DYDLODEOH�HQWU\�EDUULHUV�

7KLV� VWUXFWXUDO� UHGXFWLRQ� LQ� GHPDQG�VLGH� DGYDQWDJHV� PXVW� EH

FRQVLGHUHG� DORQJVLGH� QHZ� VXSSO\�VLGH� DGYDQWDJHV�� 7KH� 1HZ� <RUN

7LPHV� QRZ� OHDUQV� QRW� RQO\� DERXW� ZKDW� LWV� VXEVFULEHUV� VSHQG� WLPH

UHDGLQJ�EXW�ZKHQ�WKH\�H[KLELW�EHKDYLRU�WKDW�VXJJHVWV�D�KHLJKWHQHG�ULVN

RI�FKXUQ��7KLV�DOORZV�WLPHO\�LQWHUYHQWLRQV��EXW�PRUH�EURDGO\�SURYLGHV

WKH�WRROV�WR�SUHVHQW�DQG�UHFRPPHQG�WKH�SURGXFW�WR�LQGLYLGXDO�UHDGHUV

LQ�ZD\V�WKDW�DUH�OLNHO\�WR�EH�PRUH�VDWLVI\LQJ��$OWKRXJK�MRXUQDOLVWV�RIWHQ

UHEHO� DW� WKH� LGHD� WKDW� HGLWRULDO� FKRLFHV�PLJKW� DFWXDOO\� UHODWH� WR�ZKDW

LQWHUHVWV�UHDGHUV��LW�ZRXOG�EH�VWUDWHJLF�PDOSUDFWLFH�QRW�WR�DW�OHDVW�WDNH

WKLV�LQWR�DFFRXQW�LQ�GHVLJQLQJ�WKH�PRVW�FRPSHOOLQJ�SRVVLEOH�SURGXFW�IRU

D�JLYHQ�FRVW����<HW�ZKLOH� WKHVH�GLJLWDO� DWWULEXWHV�JLYH� WKH�7LPHV�PRUH

DPPXQLWLRQ� WR� FRPEDW� FKXUQ� WKDQ� WKRVH� ZLWK� D� VPDOOHU� VXEVFULEHU

EDVH�� WKH� DEVROXWH� QXPEHUV� VXJJHVW� WKDW� WKLV� PLWLJDWHV� UDWKHU� WKDQ

HOLPLQDWHV� WKH� FKDOOHQJHV� WR� FXVWRPHU� FDSWLYLW\� LQ� D� GLJLWDO

HQYLURQPHQW�

7KH�YDOXH�RI�XVHU�GDWD�PLJKW�LQWXLWLYHO\�VHHP�PRUH�YDOXDEOH�LQ�WKH

FRQWH[W�RI�NHHSLQJ�DGYHUWLVHUV�UDWKHU�WKDQ�UHDGHUV��)ROORZLQJ�UHDGHUVÖ

EHKDYLRU� RQ� WKH� VLWH� SUHVXPDEO\� DOORZV� WKH�7LPHV� WR� SURYLGH� D� QHZ

OHYHO�RI�SUHFLVLRQ�WR�DGYHUWLVHUV�ORRNLQJ�WR�WDUJHW�WKHLU�PHVVDJH��,W�DOVR

IDFLOLWDWHV�FRQWLQXRXV�LPSURYHPHQW�RI�UHVSRQVH�UDWHV�IRU�VSHFLILF�VDOHV

OHDGV�LQ�WKH�PRUH�DWWUDFWLYH�SD\�IRU�SHUIRUPDQFH�DGYHUWLVLQJ�FDWHJRULHV

ZKHUH� SXEOLVKHUV� GHOLYHU� TXDQWLILDEOH� HQJDJHPHQW� UDWKHU� WKDQ� MXVW

FRQVXPHU� LPSUHVVLRQV�� %XW� XQOLNH� LQ� WKH� FRQWH[W� RI� PDQDJLQJ

VXEVFULSWLRQV��ZKHUH�WKH�7LPHV�HQMR\V�D�VFDOH�DGYDQWDJH�EHFDXVH�RI�LWV

SD\ZDOO��WKH�7LPHV�KDV�PHDQLQJIXOO\� OHVV� UHOHYDQW�SHUVRQDO�GDWD� WKDQ

VRPH� RWKHU� IUHH� QHZV� VLWHVÔQRW� WR� PHQWLRQ� WKH� DGYHUWLVLQJ� JLDQWV

*RRJOH��)DFHERRN��DQG�$PD]RQ�

$�ILQDO�SRWHQWLDO�XSVLGH�IURP�GDWD�LV�WKDW�E\�REVHUYLQJ�HQJDJHPHQW�

LW�PD\� ILQDOO\� EH� WKHRUHWLFDOO\� SRVVLEOH� WR� ILOO� LQ� WKH� GHPDQG� FXUYHÔ
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VRPH�VXEVFULEHUV�ZLOO�SD\�D� ORW� IRU�DFFHVV�� VRPH�ZLOO�SD\�D� OLWWOH��DQG

EHWWHU�GDWD�PHDQV�WKDW�LWÖV�LQFUHDVLQJO\�SRVVLEOH�WR�LGHQWLI\�WKH�FOHDULQJ

SULFH� IRU� HDFK� VXEVFULEHU�� 3XEOLVKHUV� KDYH� EHHQ� VORZ� WR� SXUVXH� VXFK

GDWD�GULYHQ� UHYHQXH�PD[LPL]DWLRQ� VWUDWHJLHV�� DOWKRXJK� LW� LV� QRW� FOHDU

ZKHWKHU� WKLV� LV� EHFDXVH� RI� D� ODFN� RI� VRSKLVWLFDWLRQ� RU� D� QHUYRXVQHVV

DERXW�LUULWDWLQJ�FXVWRPHUV�ZKR�UHDOL]H�WKH\�DUH�SD\LQJ�PRUH�WKDQ�WKHLU

IULHQGV��,W�LV�QRW�REYLRXV�KRZ�PXFK�YDOXH�VXFK�RSWLPL]DWLRQ�VWUDWHJLHV

FDQ�DGG�LQ�GLJLWDO�HQYLURQPHQWV�ZLWK�VXFK�UDGLFDO�SULFH�WUDQVSDUHQF\�

,W� LV� LQFUHDVLQJO\� FHUWDLQ�� JLYHQ� WKH� VXEVFULEHU� ERRVW� IURP� WKH

SDQGHPLF� DQG� WKH�7UXPS�SUHVLGHQF\�� WKDW� WKH�1HZ�<RUN�7LPHV� ZLOO

GHOLYHU�RU�H[FHHG�LWV�ORIW\�JRDO�RI����PLOOLRQ�VXEVFULEHUV�LQ�������,Q�VR

GRLQJ�� LW� PD\� ILQDOO\� H[FHHG� WKH� UHYHQXH� WKH� SULQW� SDSHU� DFKLHYHG� D

TXDUWHU�FHQWXU\�HDUOLHU�LQ�������%XW�LWV�VKDUHKROGHUV�ZLOO�OLNHO\�VWLOO�VHH

D� PRUH� PRGHVW� ERWWRP� OLQH�� :KLOH� WKH� 1HZ� <RUN� 7LPHV� ZLOO

XQGRXEWHGO\� UHPDLQ� RQH� RI� WKH� ODUJHVW� VFDOH� (QJOLVK�ODQJXDJH� QHZV

SURYLGHUV� LQ� WKH� ZRUOG�� DQG� PD\� DOVR� ERDVW� WKH� KLJKHVW� SDLG

VXEVFULSWLRQ� EDVH�� WKH� VWUXFWXUDO� OLPLWV� RQ� WKH� GHJUHH� RI� FRPSHWLWLYH

DGYDQWDJH� DYDLODEOH� WR� D� QHZV� FRQWHQW� SURGXFHU� LQ� D� GLJLWDO� ZRUOG

LPSRVH�FRQVWUDLQWV�RQ�SRWHQWLDO�VL]H�DQG�UHWXUQV�
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1HZ�<RUN�7LPHV�5HVXOWV������`����(�

)LJXUH����

6RXUFHV��&RPSDQ\�ILOLQJV��(YHUFRUH�,6,�DXWKRU�HVWLPDWHV

1RWH������$�ILQDQFLDOV�H[FOXGH�1<�7LPHV�'LJLWDO��ZKLFK�KDG�a���P�RI�UHYHQXH�DQG�a

����P��RI�(%,7'$�LQ�����

6RPH�KDYH�DUJXHG�WKDW� WKHVH�UHVXOWV�DUH�DUWLILFLDOO\�VNHZHG�E\�WKH

EXUGHQ�RI� WKH� OHJDF\� SULQW� RSHUDWLRQV��2Q� WKLV� YLHZ�� D� SXUHO\� GLJLWDO

7LPHV��OLEHUDWHG�IURP�WKH�VKDFNOHV�RI�LWV�LQN�DQG�SDSHU�KHULWDJH��ZRXOG

IO\� IDU� IDVWHU� DQG� IDU� KLJKHU�� %XW� PRGHOLQJ� ZKDW� DQ� HQWLUHO\� RQOLQH

RSHUDWLRQ� ZRXOG� ORRN� OLNH� LQ� ����� UHYHDOV� VRPHWKLQJ� IDU� PRUH

SHGHVWULDQ��$�GLJLWDO�1HZ�<RUN�7LPHV�LQ������ZRXOG�EH�D�VPDOOHU�DQG

OHVV� SURILWDEOH� EXVLQHVV�� HYHQ� LJQRULQJ� WKH� FRVW� RI� HOLPLQDWLQJ� WKH

SULQWLQJ� DQG� GLVWULEXWLRQ� RSHUDWLRQV�� (YHQ� ZLWK� WKH� JHQHURXV

DVVXPSWLRQ�WKDW�DOO����SHUFHQW�RI�SULQW�VXEVFULEHUV�ZKR�KDYH�HYHU�JRQH

RQOLQH�WDNH�D�GLJLWDO�VXEVFULSWLRQ�� WKH�SULFH� LV�VR�PXFK� ORZHU�DQG�WKH

DGYHUWLVLQJ�ORVVHV�VR�JUHDW�WKDW�WKH�RYHUDOO�SURILW�PDUJLQ�VWD\V�WKH�VDPH
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GHVSLWH� WKH� HOLPLQDWLRQ� RI� KXQGUHGV� RI� PLOOLRQV� RI� GROODUV� LQ� SULQW�

UHODWHG�FRVWV��1HZ�GLJLWDO�VXEVFULEHUV�GR�KDYH�KLJKHU�JURVV�PDUJLQV��VR

WKDW�WKH�RYHUDOO�SURILW�PDUJLQ�ZLOO�LQFUHDVH�LQ�WLPH�ZLWK�JURZWK��EXW�LW

LV�VWDUWLQJ�IURP�D�PXFK�ORZHU�EDVH���

1HZ�<RUN�7LPHV�'LJLWDO�(FRQRPLFV

)LJXUH����

6RXUFHV��&RPSDQ\�ILOLQJV��(YHUFRUH�,6,��DXWKRU�HVWLPDWHV

7KH�1HZ�<RUN�7LPHV�FDVH�KLJKOLJKWV�WKH�LQFRQJUXLW\�EHWZHHQ�KRZ

RQH� SDUWLFXODU� GLJLWDO� PDUNHW� ZRUNV� LQ� SUDFWLFH� DQG� WKH� XQGHUO\LQJ

FRQFHLWV�RI�WKH�3ODWIRUP�'HOXVLRQ��0RUH�EURDGO\��LW�VKRXOG�HQFRXUDJH�D

FHUWDLQ� DPRXQW� RI� KXPLOLW\� DERXW� JHQHUDOL]LQJ� WRR� UHDGLO\� IURP

OHJLWLPDWH� VWUXFWXUDO� WHQGHQFLHV� RI� GLJLWDO� HFRV\VWHPV�� ,W� LV� WUXH� ERWK

WKDW�QHWZRUN�HIIHFWV�DUH�PRUH�SUHYDOHQW� LQ�GLJLWDO�EXVLQHVVHV�DQG�WKDW

WKHVH� DUH� RIWHQ� SDLUHG� ZLWK� VXSSO\�VLGH� DGYDQWDJHV� QRW� DYDLODEOH� WR

DQDORJ�FRXQWHUSDUWV��%XW�VRPHWLPHV�VFDOH�GLJLWDO�EXVLQHVVHV�GLVSOD\�QR

QHWZRUN� HIIHFWV�� DQG� WKH� H[WHQW� DQG� QDWXUH� RI� WKHLU� DGYDQWDJHVÔDQG

WKH� ZD\V� LQ� ZKLFK� WKH\� ZRUN� WRJHWKHUÔDOZD\V� UHTXLUHV� D� FDUHIXO

FRQVLGHUDWLRQ�RI�WKH�PDUNHW�DQG�LQGXVWU\�VWUXFWXUH�
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%,*�%527+(5�,6�:$7&+,1*�$1'�620(7,0(6�+(/3,1*��*29(510(17

$6�$�6285&(�2)�&203(7,7,9(�$'9$17$*(

7KH�DYDLODELOLW\�RI�RQH�RWKHU�VLJQLILFDQW�IRUP�RI�FRPSHWLWLYH�DGYDQWDJH

KDV� QRW� FKDQJHG� LQ� DQ\� EDVLF� ZD\� E\� YLUWXH� RI� WKH� LQWHUQHW�� WKH

JRYHUQPHQW�� 6WUXFWXUDO� EHQHILWV� EHVWRZHG� RU� UHLQIRUFHG� E\� WKH

JRYHUQPHQW�DUH�UDUHO\�KLJKOLJKWHG�E\�FRPSDQLHV��ZKLFK�LQVWHDG�WHQG�WR

FDVW� WKH� JRYHUQPHQW� PRUH� XVHIXOO\� DV� DQ� REVWDFOH� WR� WKH� XQIHWWHUHG

IXQFWLRQLQJ� RI� FDSLWDOLVP� LQ� WKH� VHUYLFH� RI� VKDUHKROGHUV���� %HWWHU� WR

SRVLWLRQ� WKH� LQKHUHQW� VWUHQJWKV� RI� PDQDJHPHQW� RU� WKH� EXVLQHVV� DV

UHVSRQVLEOH�IRU�FRQVLVWHQW�VXSHULRU�SHUIRUPDQFHÔDQG�PD\EH��IRU�JRRG

PHDVXUH�� FODLP� H[WUD� FUHGLW� IRU� DFWXDOO\� RYHUFRPLQJ� PLVJXLGHG

JRYHUQPHQW�PHGGOLQJ��7KH� VWHDGLO\� LQFUHDVLQJ� LQYHVWPHQW� LQ� OREE\LQJ

E\� WKH� LQWHUQHW� JLDQWV�� KRZHYHU�� LPSOLFLWO\� UHIOHFWV� WKH� LPSRUWDQFH� RI

JRYHUQPHQW�PXQLILFHQFH�WR�WKHLU�UHVSHFWLYH�IUDQFKLVHV���

7KH�UDQJH�RI�JRYHUQPHQW�FRQIHUUHG�VWUXFWXUDO�DGYDQWDJHV�LV�EURDG

DQG�LQFOXGHV�ERWK�WKH�REYLRXV�DQG�WKH�VXEWOH��7KLV�LV�SDUWLFXODUO\�WUXH

RQ� WKH� LQWHUQHW�� LWVHOI� IDPRXVO\� WKH� UHVXOW� RI� WKH� ZRUN� RI� WD[SD\HU

GROODUV� DQG� JRYHUQPHQW� DJHQFLHV� UDWKHU� WKDQ� FRPSHWLWLYHO\� IXHOHG

LQQRYDWLRQ�IURP�WKH�SULYDWH�VHFWRU���

,Q� WKH� REYLRXV� FDWHJRU\� DUH� JRYHUQPHQW�DZDUGHG� PRQRSROLHV� RU

ROLJRSROLHV��ZKLFK�FDQ�WDNH�PDQ\�IRUPV��,QGLYLGXDO�86�DLUOLQHV�UHFHLYH

WKH� ULJKW� WR� IO\� WR� VSHFLILF� LQWHUQDWLRQDO� GHVWLQDWLRQVÔVRPHWLPHV

H[FOXVLYHO\�H[FHSW�IRU�D�VLQJOH�IRUHLJQ�FDUULHU��ZLWK�VWULFW�UHVWULFWLRQV�RQ

FDSDFLW\ÔVHFXUHG� WKURXJK� ELODWHUDO� JRYHUQPHQW� QHJRWLDWLRQV� DW

DEVROXWHO\� QR� FKDUJH�� 7HOHYLVLRQ� DQG� UDGLR� EURDGFDVWHUV� UHFHLYH� IUHH

SHUSHWXDO�OHDVHV�WR�XVH�WKH�OLPLWHG�VSHFWUXP�DYDLODEOH�IRU�WKDW�SXUSRVH�

VXEMHFW�RQO\�WR�SHUIXQFWRU\�UHQHZDOV�HYHU\�IHZ�\HDUV��6LPLODUO\�DW� WKH

ORFDO�OHYHO��RIILFLDOV�RIIHU�H[FOXVLYH�IUDQFKLVHV�IRU�HYHU\WKLQJ�IURP�FDEOH

V\VWHPV�WR�SXEOLF�VLJQDJH�

,Q� WKH� OHVV� REYLRXV� FDWHJRU\�� JRYHUQPHQW� UHJXODWLRQÔRIWHQ��ZLWK

QR� VPDOO� LURQ\�� GLUHFWLYHV� VXSSRVHGO\� GHYHORSHG� WR� HQFRXUDJH� ØIDLUÙ

FRPSHWLWLRQ� DQG� QHZ� HQWUDQWVÔLPSRVHV� VLJQLILFDQW� IL[HG� FRVWV� WKDW

EHQHILW� WKH� ODUJHVW� LQFXPEHQWV��:KHQ� &RQJUHVV� SXQLVKHG� WKH� UDWLQJV
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DJHQFLHV�IRU�WKHLU�ODSVHV�LQ�WKH�OHDG�XS�WR�WKH������PDUNHW�PHOWGRZQ�

WKH� UHVXOW� ZDV� DFWXDOO\� D� EHQHILW� WR� WKHVH� ILUPV�� %\� LPSRVLQJ� QHZ

EXUGHQVRPH� UHTXLUHPHQWV� RQ� DQ\� UDWLQJV� SURYLGHU��&RQJUHVV� HQVXUHG

WKDW� RQO\� WKH� ODUJHVW� H[LVWLQJ� SOD\HUV� FRXOG� DIIRUG� WR� FRPSO\�� $IWHU

KDYLQJ� D� EULHI� QHJDWLYH� LPSDFW� RQ� SURILWDELOLW\� DV� OHJLRQV� RI� QHZ

FRPSOLDQFH� RIILFHUV� ZHUH� KLUHG�� WKH� DJHQFLHV� VRRQ� VXUSDVVHG� WKHLU

SUHYLRXV� KLJK�ZDWHU� PDUNV� RI� SURILWDELOLW\�� 7KH� OHDGHUVKLS� RI� WKH

DJHQFLHV�VOHHS�ZHOO��VHFXUH�LQ�WKH�NQRZOHGJH�WKDW�DOPRVW�UHJDUGOHVV�RI

KRZ�DJJUHVVLYHO\�WKH\�UDLVH�SULFHV��QR�QHZ�HQWUDQW�FRXOG�HYHU�EHDU�WKH

PDVVLYH�FRVW�RI�DGKHUHQFH�WR�WKH�QHZO\�UHLQIRUFHG�UHJXODWRU\�UHJLPH�

:DUUHQ�%XIIHWW�PDGH� D� UDUH� HUURU� LQ� ILQDQFLDO� MXGJPHQW�ZKHQ�KH

VLJQLILFDQWO\� OLJKWHQHG� KLV� SRVLWLRQ� LQ� 0RRG\ÖV� LQ� WKH� IDFH� RI� WKH

UHJXODWRU\� WXUPRLO���� $W� WKH� KHLJKW� RI� WKH� ILQDQFLDO� FULVLV�� %HUNVKLUH

+DWKDZD\�RZQHG�DV�PXFK�DV����SHUFHQW�RI�0RRG\ÖV��$IWHU�D�VHULHV�RI

VDOHV�LQ������DQG�������LWV�VWDNH�IHOO�EHORZ����SHUFHQW�DQG�DSSURDFKHG

��� SHUFHQW� DIWHU� IXUWKHU� VHOOLQJ� LQ� ������ 0RRG\ÖV� VKDUHV� KDYH

GUDPDWLFDOO\�RXWSHUIRUPHG�ERWK�WKH�PDUNHW�DQG�%HUNVKLUH�VLQFH������

,Q�WKH�GLJLWDO�UHDOP��WKHUH�LV�HYLGHQFH�RI�D�YHU\�VLPLODU�G\QDPLF�DW

SOD\�LQ�WKH�FDVH�RI�WKH�(XURSHDQ�8QLRQÖV� LPSRVLWLRQ�RI�VWULFW�*HQHUDO

'DWD�3URWHFWLRQ�5HJXODWLRQ��RU�*'35��7KHVH�UXOHV�ZHQW�LQWR�HIIHFW�LQ

������7KH�DELOLW\�RI�*RRJOH�DQG�)DFHERRN� WR�TXLFNO\�DQG�HIIHFWLYHO\

FRPSO\� ZLWK� UHJXODWLRQV� DSSHDUV� WR� KDYH� JLYHQ� WKH� FRPSDQLHV� DQ

DGGLWLRQDO� DGYDQWDJH� LQ� WKH� EDWWOH� IRU� DGYHUWLVHUV�� *'35� KDV

ØHQWUHQFKHG�WKH�LQWHUHVWV�RI�WKH�LQFXPEHQW�Ù�DFFRUGLQJ�WR�WKH�&(2�RI

WKH�ZRUOGÖV�ODUJHVW�DGYHUWLVLQJ�DJHQF\��:33��E\�KDQGLQJ�ØSRZHU�WR�WKH

ELJ�SODWIRUPV�EHFDXVH�WKH\�KDYH�WKH�DELOLW\� WR�FROOHFW�DQG�SURFHVV� WKH

GDWD�Ù��

*RYHUQPHQW�EHVWRZHG�DGYDQWDJHV�FDQ�EH�RQ� WKH� VXSSO\�FRVW� VLGH�

DV�LQ�WKH�FDVH�RI�UHJXODWRU\�UHJLPHV�LPSRVLQJ�VLJQLILFDQW�IL[HG�FRVWV��RU

RQ� WKH� GHPDQG�UHYHQXH� VLGH�� DV� ZKHUH� D� SXEOLF� HQWLW\� SURYLGHV� DQ

H[FOXVLYH�ORQJ�WHUP�FRQWUDFW�RU�GHVLJQDWHG�ØDSSURYHGÙ�YHQGRUV��,Q�WKH

H[DPSOH� RI� WKH� HPHUJHQFH� RI� WKH� (&1�PDUNHW� GHVFULEHG� HDUOLHU�� WKH

LQFXPEHQW�H[FKDQJHV�EHLQJ�GLVUXSWHG�KDG�EHQHILWHG�IURP�ERWK�GHPDQG

DQG�VXSSO\�DGYDQWDJHV��7UDGHUV�ZHUH�SUHYLRXVO\�UHTXLUHG� WR�XVH� WKHLU
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IDFLOLWLHV� �GHPDQG��DQG� WKH�QHZ�RSHQ�UHJLPH� ORZHUHG� IL[HG�RSHUDWLQJ

FRVWV�DQG�YROXPHV�UHTXLUHG�WR�EUHDN�HYHQ��VXSSO\��

:KDW� DOPRVW� DOO� RI� WKHVH� EHQHILWV� KDYH� LQ� FRPPRQÔDQG� DV� WKH

H[DPSOH� RI� WKH� HOLPLQDWLRQ� RI� RQHWLPH� SURWHFWLRQV� WKDW� VSDZQHG� WKH

SUROLIHUDWLRQ� RI� (&1V� GHPRQVWUDWHVÔLV� WKDW� WKH\� FDQ� EH� IOHHWLQJ�

5HO\LQJ� H[FOXVLYHO\� RQ� VWUXFWXUDO� SURWHFWLRQV� WKDW� DUH� VXEMHFW� WR

FKDQJHV� LQ� WKH�SROLWLFDO�ZLQGV� LV�D�GDQJHURXV�JDPH��%HWWHU� WR�XVH� WKH

LQHYLWDEO\� OLPLWHG� WLPH�EHKLQG� WKHVH� IUDJLOH� EDUULHUV� WR� EXLOG�PXOWLSOH

DOWHUQDWLYH�FRPSHWLWLYH�IRUWLILFDWLRQV�

7KH� ULVNV� RI� IDLOLQJ� WR� GR� VR� DUH�ZHOO� GRFXPHQWHG�� 7KH� YDVW� IRU�

SURILW�KLJKHU�HGXFDWLRQ� LQGXVWU\�HPHUJHG�DOPRVW�HQWLUHO\�RXW�RI�D� OD[

UHJXODWRU\� UHJLPH� WKDW� HQWLWOHG� DSSOLFDQWV� WR� JRYHUQPHQW� ORDQV

UHJDUGOHVV�RI�WKH�DSSURSULDWHQHVV�RI�WKH�FRXUVH�RI�VWXG\�IRU�WKH�VWXGHQW

RU� ZKHWKHU� WKH� HGXFDWLRQ� EHLQJ� VRXJKW� ZDV� OLNHO\� WR� OHDG� WR� WKH

HPSOR\PHQW�RSSRUWXQLWLHV�QHHGHG�WR�SD\�WKH�ORDQ�RII��7KH�UHVXOW�ZDV

DQ� H[WHQGHG� SHULRG� RI� PDUNHW� RXWSHUIRUPDQFH� LQ� WKH� VHFWRU�� GXULQJ

ZKLFK� RQO\� D� KDQGIXO� RI� SOD\HUV� XVHG� WKH� WLPH� WR� EXLOG� VFDOH� DQG

FDSWLYLW\�ZLWKLQ� WDUJHWHG� GLVFLSOLQHV�� GHPRJUDSKLFV�� DQG� JHRJUDSKLHV�

7KH�UHVW�VLPSO\�JUDEEHG�DV�PXFK�JRYHUQPHQW�IXHOHG�PRQH\�DV�SRVVLEOH

ZKLOH� WKH� JRLQJ� ZDV� JRRG�� XVLQJ� LQFUHDVLQJO\� DJJUHVVLYH� GLUHFW

PDUNHWLQJ� VWUDWHJLHV� WR� RIWHQ� XQVXLWDEOH� VWXGHQWV��:KHQ� WKH� 2EDPD

DGPLQLVWUDWLRQ�FUDFNHG�GRZQ�RQ�WKHVH�SUDFWLFHV��PDQ\�SOD\HUV� ORVW�DV

PXFK� DV� ��� SHUFHQW� RI� WKHLU� YDOXH� RU� ZHQW� EDQNUXSW���� 7KH� 7UXPS

DGPLQLVWUDWLRQ�UHLQVWDWHG�WKH�ODLVVH]�IDLUH�DSSURDFK��EXW�LW�LV�QRW�FOHDU

KRZ�PDQ\�LQYHVWRUV�RU�RSHUDWRUV�OHDUQHG�ODVWLQJ�OHVVRQV�IURP�WKH�ODVW

ULGH�GRZQÔRU�KRZ�WKH�%LGHQ�DGPLQLVWUDWLRQ�ZLOO�FKDQJH�WKH�UXOHV�\HW

DJDLQ�

$PD]RQ� LV� DQ� H[DPSOH� RI� D� FRPSDQ\� WKDW�ZRUNHG� WR� SURWHFW� LWV

UHJXODWRU\�DGYDQWDJH�HYHQ�DV�LW�SUHSDUHG�IRU�LWV�HYHQWXDO�ORVV��)RU�WKH

ILUVW� WZHQW\�SOXV�\HDUV�RI�$PD]RQÖV�ULVH�� LW�EHQHILWHG�IURP�QRW�KDYLQJ

WR�FKDUJH� WKH� VDPH�VDOHV� WD[HV� WKDW� LWV�DQDORJ�FRPSHWLWRUV�GLG����7KH

ORRSKROH� WKH� FRPSDQ\� H[SORLWHG� ZDV� D� UHTXLUHPHQW� WKDW� LQ�VWDWH

RSHUDWLRQV� ZHUH� UHTXLUHG� WR� LPSRVH� VWDWH� WD[HV� RQ� VDOHV�� $PD]RQ

OLPLWHG� RSHUDWLRQV� WR� D� KDQGIXO� RI� VWDWHV�ZLWK� IHZ� VDOHV� WR�PD[LPL]H
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WKH� EHQHILWV� RI� WKLV� DGYDQWDJH�� (YHQ� DV� LW� IRXJKW� WR� SUHVHUYH� WKLV

DQDFKURQLVWLF�EHQHILW�ZKLOH� LW� JDLQHG� VFDOH� LQ�NH\� FDWHJRULHV��$PD]RQ

SUHSDUHG�WR�UDGLFDOO\�H[SDQG�LWV�VDOHV�DQG�GLVWULEXWLRQ�LQIUDVWUXFWXUH�VR

WKDW� WKH� FRVW� VDYLQJV� IURP� RSWLPL]LQJ� LWV� ORJLVWLFV� QHWZRUNV� ZRXOG

PLWLJDWH�WKH�QHHG�WR�FKDUJH�VDOHV�WD[�

7KH�JRYHUQPHQWÖV�RYHUDOO�DWWLWXGH�WRZDUG�WKH�WHFKQRORJ\�LQGXVWU\

KDV� XQGHUJRQH� VRPHWKLQJ� RI� D� VHD� FKDQJH�� 8QWLO� UHFHQWO\�� WKH� JOREDO

GRPLQDQFH�RI�86�WHFKÔDW�OHDVW�RXWVLGH�RI�&KLQDÔKDV�EHHQ�D�VRXUFH�RI

SULGH� DQG� D� V\PERO� RI� RXU� LQQRYDWLYH� VSLULW�� 8QWLO� YHU\� UHFHQWO\�� WKH

UHVXOW�KDV�EHHQ��ZLWK�IHZ�H[FHSWLRQV��D�VXUSULVLQJO\�KDQGV�RII�DSSURDFK

WR� WKH� HQWLUH� VHFWRU�� ,QGHHG�� WKH� ����� 7HOHFRPPXQLFDWLRQV� $FW

H[SOLFLWO\�H[HPSWHG�WKH�LQWHUQHW�IURP�PRVW�UHJXODWLRQ�DQG�LQFOXGHG�WKH

QRZ� FRQWURYHUVLDO� 6HFWLRQ� ���� SURWHFWLRQ� IURP� ODZVXLWV�� 7KLV

SHUVSHFWLYH� KDG� EHHQ� SDUWLFXODUO\� VWDUN� LQ� WKH� DUHD� RI� DQWLWUXVW

HQIRUFHPHQW�

(YHQ� DV� WKH� -XVWLFH� 'HSDUWPHQW� KDG� FORVHO\� VFUXWLQL]HG� RU� HYHQ

EORFNHG� GHDOV� LQ� VHFXODUO\� FKDOOHQJHG� DQDORJ� LQGXVWULHV� VHHNLQJ� WR

UDWLRQDOL]H� RSHUDWLRQV� WR� VXUYLYH�� KXQGUHGV� RI� DFTXLVLWLRQV� E\� WKH

GLJLWDO�JLDQWV�KDYH�EHHQ�FRQVXPPDWHG�ODUJHO\�XQSHUWXUEHG��$FFRUGLQJ

WR�&ROXPELD�/DZ�3URIHVVRU�7LP�:X��)DFHERRN��$PD]RQ��DQG�*RRJOH

ØPDQDJHG� WR� VWULQJ� WRJHWKHUÙ� D� EUHDWKWDNLQJ� UHFRUG� RI� FRQVHFXWLYH

XQFKDOOHQJHG� DFTXLVLWLRQV�� ���� ���� DQG� ���� GHDOV� UHVSHFWLYHO\� KDYH

VDLOHG�WKURXJK�PRVWO\�ZLWKRXW�D�UHJXODWRU\�SHHS���

3DUW�RI�WKLV�RYHUVLJKW�ZDV�VWUXFWXUDO��QRW�PHUHO\�FXOWXUDO��$V�PDQ\

VLJQLILFDQW�WHFKQRORJ\�EXVLQHVVHV�KDYH�IHZ�DVVHWV�DQG�OLWWOH�UHYHQXHV��D

QXPEHU�RI�FRPSHWLWLYHO\�TXHVWLRQDEOH�WUDQVDFWLRQV�KDYH�VOLSSHG�XQGHU

WKH� ILQDQFLDO� WKUHVKROGV� IRU� WKH� UHTXLUHG� JRYHUQPHQW� DQWLWUXVW

QRWLILFDWLRQ� RI� WKH�+DUW�6FRWW�5RGLQR� �+65��$QWLWUXVW� ,PSURYHPHQWV

$FW����*RRJOH�KDG�HYHQ�IRXQG�D�ORRSKROH�WR�DYRLG�JLYLQJ�UHJXODWRUV�D

KHDGV�XS�RQ�LWV�ELOOLRQ�GROODU�DFTXLVLWLRQ�RI�:D]H����$OWKRXJK�WKHUH�LV

QR�UHVWULFWLRQ�RQ�WKH�JRYHUQPHQW�UHYLHZLQJ�D�WUDQVDFWLRQ�DIWHU�WKH�IDFW�

LQ�SUDFWLFH�WKH\�UDUHO\�GR�DQG�HYHQ�PRUH�UDUHO\�DFW�JLYHQ�WKH�LQKHUHQW

FRPSOH[LWLHV� LQ� XQGRLQJ� DOUHDG\� LQWHJUDWHG� DFTXLVLWLRQV�� 7KH� )7&

EHODWHGO\� UHTXHVWHG� GDWD� RQ� D� IXOO� GHFDGH� RI� WUDQVDFWLRQV� WR� FRUUHFW

THE PLATFORM DELUSION 72



WKHVH�RPLVVLRQV�LQ�FRQQHFWLRQ�ZLWK�WKH�VZHHSLQJ�JRYHUQPHQW�SUREH�RI

ELJ�WHFK�DQQRXQFHG�LQ��������

5HJXODWRUV� ZDNLQJ� XS� WR� WKH� SRWHQWLDO� GDQJHUV� RI� ELJ� WHFK� LV

ZHOFRPH�QHZV��%XW�WKHUH�LV�D�GLIIHUHQFH�EHWZHHQ�LGHQWLI\LQJ�D�SUREOHP

DQG�ORFDWLQJ�WKH�PRVW�SUREOHPDWLF�LVVXH�DQG�WKH�PRVW�HIIHFWLYH�UHPHG\�

7KH� IDFW� WKDW� WKH� DQWLWUXVW� DXWKRULWLHV� FKRVH� EORFNLQJ� $7	7� EX\LQJ

7LPH�:DUQHUÔD�GHDO�VR�LQFRKHUHQW�WKDW�$7	7�UHYHUVHG�LW�LQ�OHVV�WKDQ

WKUHH� \HDUVÔDV� PRVW� ZRUWK\� RI� H[WHQVLYH� �DQG� IDLOHG�� OLWLJDWLRQ� WR

SURWHFW� WKH�SXEOLF� VXJJHVWV� WKDW� WKH�FKDQFHV� WKDW� WKH�JRYHUQPHQW�ZLOO

JHW�LW�ULJKW�LQ�ELJ�WHFK�DUH�ORZ�

7KH� VKLIW� LQ� SHUVSHFWLYH� IURP� ELJ� WHFK� EHLQJ� JLYHQ� D� SDVV� RQ

SULQFLSOH� WR� QRZ� EHLQJ� VXEMHFW� WR� KHLJKWHQHG� VFUXWLQ\� RQ� SULQFLSOH

UHIOHFWV� RQH� FRQVLVWHQF\�� WKH� PLVJXLGHG� QRWLRQ� WKDW� WKHVH� EXVLQHVVHV

KDYH� VR� PXFK� LQ� FRPPRQ� WKDW� WKH\� GHVHUYH� D� VLQJXODU� DSSURDFK� WR

HQIRUFHPHQW���� 7KLV� FRQFHLW� LV� D� UHJXODWRU\� PDQLIHVWDWLRQ� RI� WKH

3ODWIRUP�'HOXVLRQ��,Q�ERWK�LQVWDQFHV��WKH�DVVXPSWLRQ�LV�WKDW�WKHLU�VL]H

DQG�VWUHQJWK�DUH�QRW�RQO\�FRPSDUDEOH��EXW�IORZ�IURP�WKH�VDPH�VRXUFHV�

$� GHHS� GLYH� LQWR� WKH� HOHPHQWV� RI� DGYDQWDJH� HQMR\HG� E\� HDFK� RI� WKH

ODUJHVW� GLJLWDO� OHDGHUV� LV� WKH� EHVW� URXWH� WR� GLVDEXVLQJ� LQYHVWRUV� DQG

UHJXODWRUV�RI�WKLV�GHHSO\�IODZHG�VXSSRVLWLRQ�

Ý���Ý���Ý

7+(� (0(5*(1&(� 2)� 7+(� ,17(51(7� KDV� QRW� IXQGDPHQWDOO\� FKDQJHG� WKH

SULPDU\� FDWHJRULHV� RI� FRPSHWLWLYH� DGYDQWDJH� RU� WKH� QHFHVVLW\� RI

PXOWLSOH� UHLQIRUFLQJ� DGYDQWDJHV� WR� EXLOG� UHVLOLHQW� IUDQFKLVHV�� 6FDOH

VXSSOHPHQWHG�E\�VRPH�FRPELQDWLRQ�RI�GHPDQG�DQG�VXSSO\�DGYDQWDJHV

KDYH� DOZD\V� EHHQ� IRXQG� LQ� WKH� VWURQJHVW� EXVLQHVV�PRGHOV��<HV�� WKHUH

DUH� VWUXFWXUDO� WHQGHQFLHV� WKDW� VKLIW� WKH� PRVW� OLNHO\� PL[� RI� GLJLWDO

DGYDQWDJHV�DV�RSSRVHG�WR�DQDORJ�DGYDQWDJHV��%XW�WKHUH�FRQWLQXH�WR�EH

D�ZLGH�YDULHW\�RI�FRPELQDWLRQV�H[KLELWHG�LQ�GLIIHUHQW�VXFFHVVIXO�GLJLWDO

EXVLQHVVHV�� LQFOXGLQJ� PDQ\� LQ� ZKLFK� QHWZRUN� HIIHFWV� SOD\� QR

PHDQLQJIXO� UROH� DW� DOO�� 0RUHRYHU�� WKRXJK� WKH� GLJLWDO� HQYLURQPHQW

FUHDWHV� RSSRUWXQLWLHV� IRU� QHZ� DGYDQWDJHV� ZKHUH� QRQH� FRXOG� KDYH

H[LVWHG� EHIRUH�� WKH� RYHUDUFKLQJ� LPSDFW� RI� ORZHU� EUHDN�HYHQ� PDUNHW
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VKDUHV� DQG�ZHDNHU� FXVWRPHU� FDSWLYLW\� VXJJHVWV� WKDW� GLJLWDO� IUDQFKLVHV

DUH�JHQHUDOO\�QRW�DV�VWURQJ�DV�WKH�DQDORJ�RQHV�WKH\�UHSODFH�

$QG�\HW�WKH�HPHUJHQFH�RI�WKH�LQWHUQHW�VHHPV�WR�KDYH�FRUUHVSRQGHG

ZLWK�DQ� HQWLUHO\�QHZ�FDWHJRU\�RI� FRPSDQ\� WKDW� LV� DW�RQFH� ODUJHU�DQG

PRUH� LPSHUYLRXV� WR� FRPSHWLWLYH� DWWDFN� WKDQ� DQ\� WKDW� KDYH� FRPH

EHIRUH�� 7KLV� REVHUYDWLRQ� VHHPV� PRUH� FRQVLVWHQW� ZLWK� WKH� 3ODWIRUP

'HOXVLRQ� WKDQ� WKH� VXJJHVWLRQ� WKDW� HYHU\� IUDQFKLVH�GHULYHV� LWV� VWUHQJWK

IURP�D�GLYHUVH�FROOHFWLRQ�RI�FRPSHWLWLYH�DGYDQWDJHV��$QG�WKH�VKHHU�VL]H

RI� WKHVH�GLJLWDO�JLDQWV�XQGHUFXWV� WKH� VXJJHVWLRQ� WKDW�GLJLWDO� IUDQFKLVHV

DUH�JHQHUDOO\�QRW�DV�VWURQJ�DV�WKH�DQDORJ�RQHV�WKH\�UHSODFH�

7KH�RQO\�ZD\�WR�DVVHVV�ZKLFK�SHUVSHFWLYH�FRPHV�FORVHU�WR�FDSWXULQJ

WKH� WUXWK� LV� WR� ORRN� FORVHO\� DW� WKH� VRXUFHV� RI� DGYDQWDJH� WKDW� VXSSRUW

HDFK� RI� WKHVH� YDVW� HQWHUSULVHV�� 5HJDUGOHVV� RI� ZKDW� ZH� FRQFOXGH�� WKH

YHU\� H[LVWHQFH� RI� WKHVH� HQRUPRXV� FRPSDQLHV� LQ� LWVHOI� LPSDFWV� WKH

VWUXFWXUH�RI�WKH�PDUNHWV�LQ�ZKLFK�HYHU\RQH�HOVH�RSHUDWHV��LQ�ZD\V�WKDW

PXVW�EH�H[DPLQHG�

6XPPDU\�RI�'HPDQG��DQG�6XSSO\�6LGH�&RPSHWLWLYH�$GYDQWDJHV

)LJXUH����

7KH�EDODQFH�RI�WKLV�ERRN�FRQFHUQV�LWVHOI�ZLWK�WKLV�WZLQ�HQWHUSULVH�

:H�EHJLQ�LQ�SDUW���E\�H[DPLQLQJ�WKH�EDVLV�DQG�QDWXUH�RI�WKH�VWXQQLQJ

VXFFHVV� RI� WKH� ODUJHVW� WHFKQRORJ\� FRPSDQLHV� WKHPVHOYHV� DQG� WKHQ�� LQ
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SDUW����H[SORUH� WKH� IDWH�RI� WKRVH�ZKR�KDYH�VRXJKW� WR�EXLOG�VXFFHVVIXO

EXVLQHVVHV�LQ�WKHLU�VKDGRZ��,Q�FDWDORJLQJ�WKH�VXFFHVVHV�DQG�IDLOXUHV��WKH

VWUHQJWKV� DQG�ZHDNQHVVHV�� WKH� IRFXV� LV� RQ� WKH� VDPH�ZHE�RI� SRWHQWLDO

FRPSHWLWLYH�DGYDQWDJHV�WKDW�XQGHUSLQ�HYHU\�GXUDEOH�IUDQFKLVH��ZKHWKHU

DQDORJ�RU�GLJLWDO�

.(<�&+$37(5�7$.($:$<6

���6FDOH�DGYDQWDJHV�E\�WKHPVHOYHV��ZKHWKHU�PDQLIHVWHG�WKURXJK�GHPDQG��RU

VXSSO\�VLGH�EHQH2WV��DUH�IUDJLOH�ZLWKRXW�UHLQIRUFLQJ�HQWU\�EDUULHUV��7KH�PRVW

SRZHUIXO� EXVLQHVV� IUDQFKLVHV� LQ� GLJLWDO� HQYLURQPHQWV�� DV� LQ� DQDORJ� RQHV�

W\SLFDOO\�EHQH2W�IURP�D�SRUWIROLR�RI�GHPDQG�DQG�VXSSO\�DGYDQWDJHV�

���$OWKRXJK�WKH�NH\�FDWHJRULHV�RI�FRPSHWLWLYH�DGYDQWDJH�KDYH�QRW�FKDQJHG��WKH

VWUXFWXUH� RI� GLJLWDO� RSHUDWLQJ� HQYLURQPHQWV� KDV� VKLIWHG� ZKHUH� DQG� KRZ

FRPSHWLWLYH�DGYDQWDJH�LV�PRVW�OLNHO\�WR�PDQLIHVW��'LJLWDO�PRGHOV�XQGHUPLQH

WKH� DELOLW\� WR� VXVWDLQ� FHUWDLQ� HQWU\� EDUULHUV� EXW� SRWHQWLDOO\� IDFLOLWDWH� WKH

HVWDEOLVKPHQW�RI�RWKHUV��2YHUDOO��KRZHYHU��WKH�OHYHO�RI�FRPSHWLWLYH�LQWHQVLW\

IDFHG�KDV�JHQHUDOO\�LQFUHDVHG�EHFDXVH�RI�WKHVH�VWUXFWXUDO�FKDQJHV�

���,Q� GLJLWDO� HQYLURQPHQWV�� VWURQJ� QHWZRUN� H4HFWV� EXVLQHVVHV� RIWHQ� H[KLELW

VXSSO\�DGYDQWDJHV�IURP�VRPH�FRPELQDWLRQ�RI�GDWD��WHFKQRORJ\��DQG�OHDUQLQJ

EXW� IUHTXHQWO\� IURP� VLJQL2FDQW� 2[HG� FRVWV� DV� ZHOO�� 7KH� SDUWLFXODU

FRPELQDWLRQ� RI� DGYDQWDJHV� WKDW� XQGHUSLQ� UHVLOLHQW� GLJLWDO� EXVLQHVVHV� YDU\

ZLGHO\�� ,Q�PDQ\�FDVHV��QRWDEO\�LQ�FRQWHQW�EXVLQHVVHV�VXFK�DV�WKH�1HZ�<RUN

7LPHV��WKH�DGYDQWDJHV�DUH�XQOLNHO\�WR�EH�QHWZRUN�H4HFWV�GULYHQ�

���*RYHUQPHQW�UHJXODWLRQ�FDQ�RIWHQ�LWVHOI�EH�D�VRXUFH�RI�FRPSHWLWLYH�DGYDQWDJH

RQ� HLWKHU� WKH� GHPDQG� RU� VXSSO\� VLGH� RU� ERWK�� 5HO\LQJ� H[FOXVLYHO\� RQ� VXFK

DGYDQWDJHV�LV�D�GDQJHURXV�VWUDWHJ\�JLYHQ�WKH�LQKHUHQW�YRODWLOLW\�RI�ORFDO�DQG

QDWLRQDO� SROLWLFDO� UHJLPHV�� $� ZLVHU� VWUDWHJ\� LV� WR� DVVXPH� WKDW� WKH\� DUH

WHPSRUDU\� DQG� WR� XVH� WKH� WLPH� WR� EXLOG� D� FROOHFWLRQ� RI� PRUH� VWUXFWXUDOO\

GXUDEOH�HQWU\�EDUULHUV�
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7KH� ILYH� HQRUPRXV� FRPSDQLHV� WKDW� FRQVWLWXWH� )$$1*Ô)DFHERRN�

$PD]RQ�� $SSOH�� 1HWIOL[�� DQG� *RRJOHÔRZH� WKHLU� LQFOXVLRQ� LQ� WKLV

XELTXLWRXV� DFURQ\P� WR� WHOHYLVLRQ� SHUVRQDOLW\� -DPHV� &UDPHU�� %DFN� LQ

)HEUXDU\� ������ &UDPHU� LQWURGXFHG� WKH� FRQFHSW� RQ� KLV� &1%&

WHOHYLVLRQ� VKRZ�0DG�0RQH\� ZKHQ� D� FROOHDJXH�� %RE� /DQJ�� FDPH� XS

ZLWK�WKH�QLFNQDPH�IRU�D�KDQGIXO�RI�GLJLWDO�ØFRPSDQLHV�WKDW�UHSUHVHQW

WKH� IXWXUHÙ� DQG� RIIHU� ØWKH� SRWHQWLDO� WR� UHDOO\� WDNH� D� ELWH� RXW� RI� WKH

EHDUV�Ù�

7KH�SKUDVHÔRULJLQDOO\� MXVW�)$1*��EXW�EHIRUH�WRR� ORQJ�H[SDQGHG

WR� DFFRPPRGDWH� D� VHFRQG� $� IRU� $SSOHÔKDV� SURYHQ� UHPDUNDEO\

UHVLOLHQW�DV�D�VKRUWKDQG�WR�GHVFULEH�WKH�FRUH�SODWIRUPV�SRLVHG�WR�VXFN�D

GLVSURSRUWLRQDWH�VKDUH�RI�YDOXH�RXW�RI�WKH�HFRQRP\��,Q�WKH�\HDUV�VLQFH

LWV� LQWURGXFWLRQ�� WKH� DFURQ\P� KDV� VSDZQHG� PXOWLSOH� DOWHUQDWLYH

IRUPXODWLRQV�E\�YDULRXV� LQYHVWRUV�DQG�DQDO\VWVÔP\�SHUVRQDO� IDYRULWH

ZDV� %$*(/�� DGGLQJ� $OLEDED�� ([SHGLD�� DQG� /LQNHG,Q� DQG� GURSSLQJ

$SSOH��)DFHERRN��DQG�1HWIOL[�ÔDV�QHZ�SODWIRUPV�KDYH� HPHUJHG� DQG

PDUNHWV�KDYH�J\UDWHG�

*ROGPDQ� 6DFKV� DWWHPSWHG� WR� WZHDN� WKH� JURXSÖV� FRPSRVLWLRQ� E\

VXEVWLWXWLQJ�0LFURVRIW��ZKLFK�ZH�GLVFXVV�VHSDUDWHO\�LQ�FKDSWHU�����IRU

1HWIOL[�RQ� WKH�JURXQGV� WKDW� WKH� ODWWHUÖV�PDUNHW�FDSLWDOL]DWLRQ��D�PHUH

���� ELOOLRQ� RU� VR� DW� WKH� WLPH�� ØZDV� QRW� ODUJH� HQRXJK� WR� KDYH� D

VLJQLILFDQW� LPSDFW� RQÙ� WKH� 6	3� LQGH[��� 7KH� LQIOXHQWLDO� *ROGPDQÖV

HIIRUWV� VLQFH�HVWDEOLVKLQJ�)$$0*�DV� LWV�SUHIHUUHG�DOWHUQDWLYH� LQ�����

KDYH�VHHPHG�RQO\�WR�LQFUHDVH�WKH�UHODWLYH�LQWHUHVW�LQ�WKH�RULJLQDO�
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)LJXUH�,,��

6RXUFH��*RRJOH�7UHQGV

(YHQ�&UDPHU�KLPVHOI�XQVXFFHVVIXOO\�WULHG�WR�FKDQJH�WKH�DFURQ\P�LQ

����� WR� )$$$�� UHIOHFWLQJ� KLV� IUXVWUDWLRQ� ZLWK� LQFRQVLVWHQW� 1HWIOL[

SHUIRUPDQFH�DQG�$OSKDEHW�EHFRPLQJ� WKH�SXEOLFO\� WUDGHG�PRQLNHU� IRU

WKH�YDULRXV�*RRJOH�HQWLWLHV�LQ�������

1RWZLWKVWDQGLQJ� HIIRUWV� WR� FULWLTXH� WKH� FRQFHSW�� KROGHUV� RI� D

)$$1*�SRUWIROLR�IRU�WKH�ILYH�\HDUV�DIWHU�LWV�RIILFLDO�QDPLQJ�ZHUH�ZHOO

UHZDUGHG�� (YHQ� WKH�ZRUVW�SHUIRUPLQJ� VWRFN� DPRQJ� WKHP� GXULQJ� WKLV

SHULRGÔ$SSOH�� ZKLFK� RQO\� MRLQHG� WKH� DFURQ\P� LQ� ����ÔGLG� ��

SHUFHQW�EHWWHU�WKDQ�WKH�RYHUDOO�PDUNHW�

)$$1*�3HUIRUPDQFH�YV��6	3����������`�����

)LJXUH�,,��

$IWHU� D�EULHI�SDXVH� LQ������� WKHVH� FRPSDQLHV� VRRQ� UHJDLQHG� WKHLU

PRPHQWXP�� DQG� RQO\� DFFHOHUDWHG� ZLWK� WKH� ����� SDQGHPLF�� 0RUH

EURDGO\��ØJURZWKÙ�VWRFNV�KDYH�RXWSHUIRUPHG�IRU�RYHU�D�GHFDGH��GULYHQ

ODUJHO\� E\� )$$1*� DQG� LWV� WHFK� EUHWKUHQ�� DQG� FRUUHVSRQGLQJ� WR

UHVRXQGLQJ�XQGHUSHUIRUPDQFH�E\�YDOXH�VWRFNV�RYHU�WKH�VDPH�H[WHQGHG

SHULRG�� $ORQJ�ZLWK� UHJXODU� SURQRXQFHPHQWV� RI� WKH� ØGHDWKÙ� RI� YDOXH
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LQYHVWLQJ�� D� YDULHW\� RI� WKHRULHV� KDYH� EHHQ� SXW� IRUWK� WR� H[SODLQ� WKLV

SKHQRPHQRQ�� IURP� WKH� SHUVLVWHQFH� RI� ORZ� LQWHUHVW� UDWHV� WR� LQFUHDVHG

PDUNHW�HIILFLHQF\��

)$$1*�3HUIRUPDQFH�YV��6	3����������`�����

)LJXUH�,,��

7KHUH�LV�D�FORVH�FRQQHFWLRQ�EHWZHHQ�WKH�YDOXH�LQYHVWLQJ�HWKRV�DQG

WKH�RYHUDOO�HQWHUSULVH�RI�WKLV�ERRNÔWKH�ØHFRQRPLF�PRDWVÙ�SRSXODUL]HG

E\� YDOXH� LQYHVWLQJ� LFRQ� :DUUHQ� %XIIHWW�� DUH� MXVW� DQRWKHU� WHUP� IRU

ØFRPSHWLWLYH�DGYDQWDJHÙ�DQG�ØEDUULHUV�WR�HQWU\�Ù�,I�YDOXH�LQYHVWLQJ�KDV

EHHQ� WUXO\� GHDOW� D� GHDWK� EORZ� E\� UHFHQW� PDUNHW� SHUIRUPDQFH�� RQH

PLJKW� OHJLWLPDWHO\� TXHVWLRQ� WKH� ZLVGRP� RI� DSSO\LQJ� SULQFLSOHV� RI

FRPSHWLWLYH� DGYDQWDJH� WR� GULYH� LQYHVWLQJ� GHFLVLRQV� LQ� GLJLWDO

HQYLURQPHQWV�� <HW� HYHQ� LI� RQH� UHPDLQV� VNHSWLFDO� RI� WKH� UHOHYDQFH� RI

ERRN� YDOXHÔWKH� LQGLVSHQVDEOH� ILQDQFLDO� PHWULF� UHOLHG� RQ� E\� YDOXH

LQYHVWRUVÔIRU�YDOXLQJ�KLJK�IO\LQJ�VWRFNV�RU�DVVHW�OLJKW�EXVLQHVV�PRGHOV�

LW� VWLOO� PD\� EH� SUXGHQW� WR� GLVWLQJXLVK� DPRQJ� JURZWK�RULHQWHG� GLJLWDO

EXVLQHVVHV�EDVHG�RQ�WKHLU�UHVSHFWLYH�YXOQHUDELOLW\�WR�FRPSHWLWLYH�DWWDFN�

2EVHVVLQJ� RYHU� HLWKHU� WKH� SUHFLVH� FRPSRVLWLRQ� RU� WKH� XSV� DQG

GRZQV�RI�)$$1*�GLVWUDFWV�IURP�D�PXFK�PRUH�IXQGDPHQWDO�TXHVWLRQ�

:KDW�GR�WKHVH�EXVLQHVVHV�UHDOO\�KDYH�LQ�FRPPRQ�WKDW�LQYHVWRUV�VKRXOG

FDUH�DERXW"

$FURVV�D�ZLGH�UDQJH�RI�RSHUDWLQJ�DQG�ILQDQFLDO�PHWULFV�WKDW�PDWWHU

WR�LQYHVWRUV��WKH�)$$1*�)LYH�GR�GLYHUJH�IURP�WKH�QRUPÔEXW�LQ�PXFK

GLIIHUHQW� ZD\V�� 7DNH� D� EHQFKPDUN� DV� EDVLF� DV� SURILWDELOLW\�� IRU
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LQVWDQFH��$�FRPSDQ\ÖV�SURILW�PDUJLQ�UHYHDOV�KRZ�PXFK�RI�WKH�WRS�OLQH

�UHYHQXH�� WUDQVODWHV� WR� WKH�ERWWRP� OLQH� �SURILW���%XVLQHVVHV�ZLWKLQ� WKH

VDPH� LQGXVWU\� XVXDOO\� GLVSOD\� VLPLODU� PDUJLQV� DQG� LQGXVWULHV� ZLWK

FRPSDUDEOH� RSHUDWLQJ� DQG� FRPSHWLWLYH� VWUXFWXUHV� VKRXOG� KDYH

FRPSDUDEOH�SURILWDELOLW\��7KH�DELOLW\�RI�D�EXVLQHVV�RU�DQ�HQWLUH�VHFWRU

WR�GHPRQVWUDWH�FRQVLVWHQWO\� VXSHULRU�SURILW�PDUJLQV� LV�DQ� LQGLFDWRU�RI

VWUXFWXUDO�FRPSHWLWLYH�DGYDQWDJH�

2I� WKH� RULJLQDO� IRXU� )$1*� VWRFNV� WRXWHG� E\� &UDPHU�� DOO� DUH

RXWOLHUV� IURP� WKH� DYHUDJH� SURILWDELOLW\� RI� RWKHU�PHPEHUV� RI� WKH� 6	3

�����%XW�WZR�DUH�RQ�WKH�KLJK�VLGH�DQG�WZR�DUH�RQ�WKH�ORZ�VLGH��$SSOH�

WKH�ODWH�MRLQHU�WR�)$$1*��KDV�UHVXOWV�WKDW�KHZ�FORVHU�WR�WKH�JURXS�WKDW

GLVWLQJXLVKHV�LWVHOI�RQ�WKH�KLJK�VLGH�

7KHUH�DUH�D�QXPEHU�RI�GLIIHUHQW�PHDVXUHV�RI�SURILWDELOLW\��,Q�)LJXUH

,,���� ZH� XVH� WKH� RYHUO\� JHQHURXV� PHWULF� IDYRUHG� E\� WKH� FRPSDQLHV

WKHPVHOYHVÔ(%,7'$6��ZKLFK�DGGV�EDFN�WR�RSHUDWLQJ�SURILW�D�QXPEHU

RI�QRQ�FDVK�LWHPV�OLNH�VWRFN�EDVHG�FRPSHQVDWLRQ��ZKLFK�UHSUHVHQW�UHDO

HFRQRPLF� FRVWV� WR� VKDUHKROGHUVÔWR� PDNH� WKH� UHOHYDQW� PDUJLQ

FRPSDULVRQ�� (YHQ� XVLQJ� WKH� PRUH� KDUG�QRVHG� ILQDQFLDO� \DUGVWLFNV� RI

DFWXDO� RSHUDWLQJ� SURILW� RU� RSHUDWLQJ� FDVK� IORZ�� KRZHYHU�� )$$1*ÖV

RSHUDWLQJ�SHUIRUPDQFH� UHODWLYH� WR� WKH� UHVW� RI� WKH�PDUNHW� GLVSOD\V� WKH

VDPH�WZR�VLGHG�GLYHUJHQFH�
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)$$1*�3UR2WDELOLW\�%HQFKPDUNLQJ�YV��6	3����������`�����

)LJXUH�,,��

6RXUFH��6	3�&DSLWDO�,4��FRPSDQ\�ILOLQJV

$QRWKHU� GLPHQVLRQ� RQ� ZKLFK� WKH� )$$1*� FRPSDQLHV� GLIIHU

GUDPDWLFDOO\� LV� WKH� H[WHQW� DQG� VXFFHVV� RI� WKHLU� HIIRUWV� WR� GLYHUVLI\

EH\RQG� WKHLU� FRUH� IUDQFKLVHV�� $W� WKH� H[WUHPHV� DUH� 1HWIOL[�� ZKLFK

UHPDLQV� DOPRVW� HQWLUHO\� D� VXEVFULSWLRQ�EDVHG� VWUHDPLQJ� VHUYLFH�� DQG

$PD]RQ��ZKRVH�IDU�IOXQJ�LQLWLDWLYHV�LQFOXGH�WKH�$PD]RQ�:HE�6HUYLFHV

�$:6�� GLYLVLRQ� WKDW� QRZ� FRQWULEXWHV�PRUH� SURILW� WR� WKH� ERWWRP� OLQH

WKDQ� WKH� VWLOO� PXFK� ELJJHU� H�FRPPHUFH� RSHUDWLRQV�� ,Q� WKH� FDVH� RI

)DFHERRN�� DOWKRXJK� WZR� RI� LWV� WKUHH� ODUJHVW� DFTXLVLWLRQVÔ,QVWDJUDP

DQG�:KDWV$SSÔDUH�EURDGO\�LQ�WKH�VDPH�ØVRFLDOÙ�DUHQD�DV�WKH�RULJLQDO

SODWIRUP��WKHVH�KDYH�FRQWLQXHG�WR�RSHUDWH�ODUJHO\�LQGHSHQGHQWO\��:LWK

WKH� HVWDEOLVKPHQW� RI� $OSKDEHW� DV� D� KROGLQJ� FRPSDQ\� WR� DOORZ� WKH

VHSDUDWLRQ� RI� WKH� VHDUFK�UHODWHG� DFWLYLW\� IURP� RWKHU� HQGHDYRUV� DQG

LQYHVWPHQWV��PRVW�RI�WKHVH�FRPSDQLHV�DUH�QRZ�YDOXHG�RQ�D�VXP�RI�WKH�

SDUWV�EDVLVÔWKDW�LV��E\�FDOFXODWLQJ�DQG�WKHQ�DGGLQJ�WKH�ZRUWK�RI�HDFK

GLVWLQFW�EXVLQHVV�OLQH���$OWKRXJK�ZH�H[DPLQH�WKHVH�FRPSDQLHV�LQ�WKHLU

HQWLUHW\��DQG� WRXFK�RQ� WKHLU�GLYHUVLILFDWLRQ�HIIRUWV��RXU�SULPDU\� IRFXV

UHPDLQV�WKH�UHVSHFWLYH�FHQWUDO�HQJLQHV�RI�WKHLU�KLVWRULF�DFKLHYHPHQWV�

0RUH�IXQGDPHQWDOO\��WKH�XQGHUO\LQJ�VRXUFHV�RI�VXFFHVV�IRU�HDFK�RI

WKHVH� EXVLQHVVHV� DUH� TXLWH� GLYHUVH�� 2QO\� RQH� RI� WKH� ILYH� SODWIRUPVÔ
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)DFHERRNÔH[KLELWV� FKDUDFWHULVWLFV� EURDGO\� FRQVLVWHQW� ZLWK� WKH

QDUUDWLYH� RI� WKH� 3ODWIRUP� 'HOXVLRQ�� $QG� HYHQ� )DFHERRNÖV� SULPDU\

UHOLDQFH�RQ�QHWZRUN� HIIHFWV� DQG� LWV� FRPPDQGLQJ�JOREDO�PDUNHW� VKDUH

GRHV� QRW� WHOO� WKH� IXOO� VWRU\ÔHLWKHU� DERXW� WKH� FRPSOHPHQWDU\

FRPSHWLWLYH� DGYDQWDJHV� WKDW� KDYH� EHHQ� FHQWUDO� WR� UHLQIRUFLQJ� WKH

FRPSDQ\ÖV� SRVLWLRQ� RU� LWV� FRQWLQXLQJ� YXOQHUDELOLWLHV�� 7KH� VXEVHTXHQW

ILYH� FKDSWHUV� DUH� D� FORVHU� H[DPLQDWLRQ� RI� WKH� VRXUFHV� DQG� H[WHQW� RI

DGYDQWDJH�HQMR\HG�E\�)$$1*�

7DNLQJ� D� GHHSHU� GLYH� LQWR� WKH� IRXQGDWLRQ� IRU� WKH� UHPDUNDEOH

DFFRPSOLVKPHQWV� RI� WKHVH� ILYH� EXVLQHVVHV� VHUYHV� WZR� SXUSRVHV�� )LUVW�

WKH�GLYHUVLW\�DQG�FRPSOH[LW\�RI�WKH�YDULRXV�FRPELQDWLRQV�RI�VWUXFWXUDO

DGYDQWDJHV� DQG� RSHUDWLRQDO� DSSURDFKHV� XSRQ� ZKLFK� HDFK� RI� WKHVH

IUDQFKLVHV�UHVWV�GHPRQVWUDWHV�WKH�GLVFRQQHFW�EHWZHHQ�WKH�DVVXPSWLRQV

RI� WKH�3ODWIRUP�'HOXVLRQ�DQG�KRZ�YDOXH�KDV�DFWXDOO\�EHHQ�FUHDWHG� LQ

WKH� GLJLWDO� HUD�� 6HFRQG�� KLJKOLJKWLQJ� WKH� WUXH� VRXUFHV� RI� VWUHQJWK� DQG

ZHDNQHVV�RI�WKHVH�GLJLWDO�JLDQWV�ZLOO�IDFLOLWDWH�D�FOHDU�H\HG�YLHZ�RI�WKH

SURVSHFWV� RI� HDFK� DQG� RI� WKRVH� WKDW� FRPSHWH� LQ� WKHLU� VKDGRZV�� 7KH

FKDUW� RQ� WKH� QH[W� SDJH� VXPPDUL]HV� WKH� FRQFOXVLRQV� GUDZQ� IURP� WKH

DQDO\VHV�RI�FKDSWHUV��Ó��

,I� WKH� FRUH� WHQHWV� RI� WKH� 3ODWIRUP� 'HOXVLRQ� GR� QRW� KROG� IRU

)$$1*�� WKH\�DUH�XQOLNHO\� WR�SUHYDLO� HOVHZKHUH�� ,QGHHG�� WKH�3ODWIRUP

'HOXVLRQ� LV� D� V\PSWRP� RI� )$$1*� HQY\�� ,W� UHIOHFWV� WKH� GHVLUH� IRU� D

VLPSOH�URDG�PDS�WR�JHWWLQJ�LQ�RQ�WKH�JURXQG�IORRU�RI�WKH�QH[W�FRPSDQ\

WKDW�PLJKW� JHW� DGGHG� WR� WKH� DFURQ\P�� ,I� \RXÖUH� JRLQJ� WR� GUHDP�� \RX

PLJKW� DV� ZHOO� GUHDP� ELJ�� &RQWLQXHG� ZLGHVSUHDG� DGKHUHQFH� WR� WKH

3ODWIRUP� 'HOXVLRQ� LQ� WKH� IDFH� RI� RYHUZKHOPLQJ� HYLGHQFH� WR� WKH

FRQWUDU\� UHIOHFWV� WKH� LQWHQVLW\� RI� WKLV� GHVLUH�� Ø7KH� VHFUHW� RI� WKHLU

VWUHQJWK�Ù� DV� )UHXG� VDLG� LQ� KLV� FODVVLF�ZRUN� RQ� WKH� VXEMHFW� RI� EHOLHIV

EDVHG�RQ�ZLVK�IXOILOOPHQWV��ØLV�WKH�VWUHQJWK�RI�WKHVH�ZLVKHV�Ù�
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'LYHUVLW\�RI�)$$1*�&RPSHWLWLYH�$GYDQWDJH

)LJXUH�,,��

2QH�FDQQRW�KHOS�EXW�IHHO�WKDW�)$$1*�HQY\�LV�IHG�LQ�ODUJH�SDUW�E\

WKH�OHDGHUVKLS�RI�)$$1*�LWVHOI��7KH�IDOODF\�RI�HDFK�RI�WKH�XQGHUO\LQJ

DVVXPSWLRQV� RI� WKH� 3ODWIRUP�'HOXVLRQ� LV�ZHOO� NQRZQ� WR� HDFK� OHDGHU�

EXW�WKH\�DOO�VWLOO�ILQG�YDOXH�LQ�FRQYH\LQJ�WKH�RYHUDUFKLQJ�LPSUHVVLRQ�RI

LQGRPLWDELOLW\��7R�ERWK� WKH� DXGLHQFH�RI� LQYHVWRUV�ZKR� HQVXUH� D� ORIW\

YDOXDWLRQ� DQG� SRWHQWLDO� LQVXUJHQWV� ZKR� FRXOG� WKUHDWHQ� WKH� FRUH

EXVLQHVV�� WKH� LQHYLWDELOLW\�RI�JOREDO� VXSUHPDF\� LV�D�XVHIXO�DVVXPSWLRQ

WR� LQVWLOO�� -XVW� DV� WKH� PHGLD� PRJXOV� RI� \RUH� ZRUNHG� WLUHOHVVO\� WR

FRQYLQFH�WKH�RXWVLGH�ZRUOG�RI�WKHLU�PDJLFDO�DELOLWLHV�WR�FUHDWH�KLWV�DQG

PDQDJH� WDOHQW�� WKH� WHFK�HOLWHÔQRW� MXVW� WKH�H[HFXWLYHV��EXW� WKH�SULYDWH

DQG� SXEOLF� LQYHVWRUV� ZKR� EDFN� WKHPÔZDQW� XV� WR� EHOLHYH� WKDW� WKH\

KDYH�WKH�JLIW�RI�FUHDWLQJ�XQDVVDLODEOH�IUDQFKLVHV��

2I�FRXUVH��LW�ZRXOG�EH�IDU�WRR�FUDVVÔDQG�D�GDQJHURXV�UHG�IODJ�WR

DQWLWUXVW�UHJXODWRUVÔWR�GLUHFWO\�PDNH�WKHVH�FODLPV�SXEOLFO\��%XW�WKHUH

DUH� VXEWOHU� PHDQV� WR� H[SUHVV� WKHVH� VHQWLPHQWV�� ZKHWKHU� E\� LQIRUPDO
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FRPPXQLFDWLRQV�WR�JXOOLEOH�UHVHDUFK�DQDO\VWV��MRXUQDOLVWV��DQG�ØWKRXJKW

OHDGHUVÙ� RU� VLPSO\� E\� QRW� FRQWUDGLFWLQJ� VWDWHPHQWV� RI� RWKHUV� WKDW

UHDIILUP�WKH�GHOXVLRQ��$QG�ZKDW�VWDWHPHQWV�FRUSRUDWH�RIILFHUV�GR�PDNH

SXEOLFO\� DUH� VWLOO� D� IDU� FU\� IURP� WKH� IUDQWLF� DQG� IHDUIXO� DGPLVVLRQV�RI

YXOQHUDELOLW\� UHYHDOHG� LQ� WKHLU� SULYDWH� FRPPXQLFDWLRQV�� 7KH� WURYH� RI

SULYDWH� HPDLOV� UHFHQWO\� REWDLQHG� IURP� WRS� )$$1*� H[HFXWLYHV� E\

&RQJUHVV� UHDG�PRUH� OLNH� WKH� SOHDV� RI� VFDUHG� FKLOGUHQ� KDQJLQJ� RQ� IRU

GHDU�OLIH�WKDQ�WKH�EUDYH�SURQRXQFHPHQWV�RI�PDVWHUV�RI�WKH�XQLYHUVH�

Ø7KH� EXVLQHVVHV� DUH� QDVFHQW� EXW� �� �� �� WKH\� FRXOG� EH� YHU\

GLVUXSWLYH�WR�XV�Ù

Ø7KH\�DSSDUHQWO\�KDYH�ORZHU�IXOILOOPHQW�FRVWV�WKDQ�ZH�KDYH�Ù

Ø7KH\�DUH�RXU�ODUJHVW�DQG�IDVWHVW�JURZLQJ�FRPSHWLWRU�Ù

Ø+RZ�GR�ZH�GHDO�ZLWK�WKH�SUREOHP�RI�ÕSUROLIHUDWLQJ�YHUWLFDOVÖ"Ù

Ø:H�VKRXOGÖYH�RZQHG�WKLV�VSDFH�EXW�ZH�DUH�DOUHDG\�ORVLQJ�TXLWH

EDGO\�Ù�DQG�VR�RQ���

$�VROXWLRQ�WR�WKLV�SDUDGH�RI�KRUULEOHV�LV�SURSRVHG�E\�RQH�)$$1*

&)2��Ø:H�QHHG�D�VLPSOHU�ÕSODWIRUPÖ�VWRU\�Ù

(YHQ� EHIRUH� ZH� WXUQ� WR� D� PRUH� GHWDLOHG� DQDO\VLV� RI� HDFK� RI� WKH

)$$1*� FRPSDQLHV�� LWÖV� ZRUWK� PDNLQJ� VRPH� JHQHUDO� REVHUYDWLRQV

DERXW�WKH�JURXS��%DVHG�RQ�WKH�VWUHQJWK�DQG�EUHDGWK�RI�WKHLU�UHVSHFWLYH

FRPSHWLWLYH�DGYDQWDJHV�� WKH�WZR�VWURQJHVW� IUDQFKLVHV�DPRQJ�WKHP�DUH

)DFHERRN�DQG�*RRJOH��,W�LV�QRWDEOH�WKDW�ERWK�RI�WKHVH��XQOLNH�WKH�RWKHU

WKUHH��RSHUDWH�LQ�HVVHQWLDOO\�QHZ�EXVLQHVV�VHFWRUV�PDGH�SRVVLEOH�E\�WKH

LQWHUQHW�� 1HLWKHU� ZDV� D� ØILUVW� PRYHU�Ù� EXW� VRFLDO� QHWZRUNLQJ� DQG

VHDUFK� KDG� QRW� EHHQ� FRQVXPHU� EXVLQHVV� OLQHV� IRU� YHU\� PDQ\� \HDUV

EHIRUH� WKH\�ZHUH� HVWDEOLVKHG�� $QG� DOWKRXJK� HDFK� RI� WKHVH� EXVLQHVVHV

GLVSODFHG�DQ�ØLQFXPEHQWÙ�IRU�OHDGHUVKLS��WKH�QDVFHQFH�RI�WKH�LQGXVWU\

PHDQW� WKDW� WKH� HDUOLHU� SOD\HUV� HQMR\HG� RQO\�PRGHVW� VFDOH� DQG� OLPLWHG

FXVWRPHU�FDSWLYLW\�

%\� FRQWUDVW�� WKH� UHWDLO�� VPDUWSKRQH�� DQG� SD\� WHOHYLVLRQ� VHFWRUV

DWWDFNHG� E\� $PD]RQ�� $SSOH�� DQG� 1HWIOL[�� UHVSHFWLYHO\�� ZHUH� DQG

FRQWLQXH� WR�EH�PDVVLYH� HVWDEOLVKHG�PXOWLELOOLRQ�GROODU� LQGXVWULHV�� ,W� LV
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DOVR�QRWDEOH� WKDW�5	'�UHSUHVHQWV�D� VXUSULVLQJO\� VPDOO�SRUWLRQ�RI� WKH

RYHUDOO� FRVW� VWUXFWXUH� RI� WKHVH� WKUHH� )$$1*� PHPEHUV�� 3URGLJLRXV

5	'�LQYHVWPHQW�LV�ULJKWO\�YLHZHG�DV�FHQWUDO�WR�WKH�VXFFHVV�RI�WKH�JUHDW

KLVWRULF� WHFKQRORJ\� IUDQFKLVHV� IURP� ,%0� WR� ,QWHO� WR�0LFURVRIW� DQG� LV

VWLOO� WKH� VLQJOH� IL[HG� H[SHQVH� FDWHJRU\� PRVW� DVVRFLDWHG� ZLWK� WKH

WHFKQRORJ\� VHFWRU�JHQHUDOO\��<HW�DOO� WKUHH�GLUHFW�D� VXUSULVLQJO\� VLPLODU

DQG�PRGHVW�VKDUH�RI�WKHLU�VSHQGLQJÔXQGHU����SHUFHQWÔWRZDUG�5	'�

$PRQJ� DOO� 6	3� ���� FRPSDQLHV� WKDW� VHSDUDWHO\� GLVFORVH� 5	'

VSHQGLQJ��QRW� MXVW� WKRVH� LQ�WKH�WHFKQRORJ\�VHFWRU��5	'�FRPSULVHV���

SHUFHQW�RI�H[SHQVHV�

$OWKRXJK�LQ�)LJXUH�,,���$PD]RQ�DSSHDUV�WR�GHGLFDWH�VOLJKWO\�PRUH

WKDQ����SHUFHQW� RI� H[SHQVHV�� D� GLVSURSRUWLRQDWH� DPRXQW�RI� LWV�5	'

VSHQGLQJ� LV�GLUHFWHG� WRZDUG� LWV�QHZHU� �IRXQGHG� LQ�������DQG�HQWLUHO\

VHSDUDWH�$PD]RQ�:HE�6HUYLFHV�GLYLVLRQ�SURYLGLQJ�WHFKQRORJ\�VROXWLRQV

WR� HQWHUSULVHV���� $GMXVWLQJ� IRU� WKLV� IDFWRU� DQG� IRFXVLQJ� RQ� LWV� FRUH

FRQVXPHU�EXVLQHVVHV�SODFHV�$PD]RQ�H[DFWO\�LQ�OLQH�ZLWK�WKH�RWKHU�WZR�

0XFK� LV�PDGH� LQ� WKH�SUHVV�RI�$PD]RQ�VSHQGLQJ�PRUH�RQ�5	'�WKDQ

DQ\�RWKHU�FRPSDQ\�LQ�WKH�ZRUOG����%XW�DV�D�SHUFHQWDJH�RI�RYHUDOO�FRVWV�

WKLV�VWLOO�UHSUHVHQWV�D�VXUSULVLQJO\�ORZ�QXPEHU��$QG�QRQH�RI�WKLV�WDNHV

LQWR�DFFRXQW�WKDW�E\�UHSRUWLQJ�Ø7HFKQRORJ\�DQG�&RQWHQWÙ�FRVWV��UDWKHU

WKDQ� 5	'� OLNH� LWV� SHHUV�� ERWK� WKH� DEVROXWH� DQG� UHODWLYH� OHYHOV� RI

VSHQGLQJ�DUH�XQGRXEWHGO\�RYHUVWDWHG�ZKHQ�PDNLQJ�FRPSDULVRQV���

)DFHERRN� VSHQGV� IDU� OHVV� LQ� DEVROXWH� WHUPV�RQ�5	'� WKDQ�DQ\�RI

WKH�)$$1*�FRPSDQLHV�RWKHU�WKDQ�1HWIOL[��%XW�)DFHERRN�DQG�*RRJOH

DUH� WKH� FOHDU�RXWOLHUV�ZKHQ� LW� FRPHV� WR� UHODWLYH�5	'�VSHQGLQJ��%RWK

FRQVLVWHQWO\� GHGLFDWH� QRUWK� RI� ��� SHUFHQWÔDQG� LQ� WKH� FDVH� RI

)DFHERRN��DSSURDFKLQJ�DQG�LQ�VRPH�\HDUV�QRUWK�RI����SHUFHQWÔRI�LWV

WRWDO� FRVWV� WR� 5	'�� ,I� \RX� DUH� XOWLPDWHO\� FRQYLQFHG� WKDW� WKHVH� DUH

LQGHHG� WKH� WZR� VWURQJHVW� )$$1*� IUDQFKLVHV�� WKLV� DGGLWLRQDO

GLVWLQJXLVKLQJ� FKDUDFWHULVWLF� LV� VWURQJO\� VXJJHVWLYH� RI� WKH� FRQWLQXLQJ

FHQWUDO� VWUDWHJLF� LPSRUWDQFH� RI� VXSSO\�VLGH� VFDOH� LQ� GLJLWDO

HQYLURQPHQWV�� UHJDUGOHVV� RI� WKH� H[LVWHQFH� RI� FRPSOHPHQWDU\� QHWZRUN

HIIHFWV�

85



)$$1*�5	'�6SHQG

)DFHERRN $PD]RQ $SSOH 1HW3L[ *RRJOH��$OSKDEHW�

5	'�DV���&RVWV ����� ����� ���� ���� �����

$EVROXWH�5	'���%Q� ����� ����� ����� ���� �����

)LJXUH�,,��

6RXUFH��&RPSDQ\�ILOLQJV

1RWH��5HIOHFWV�)<������ILQDQFLDOV

1RWDEO\��DOO�ILYH�RI�WKHVH�EXVLQHVVHV�DUH�JOREDO��EXW�QRQH�DSSHDUV�WR

KDYH� DQ\� FKDQFH� RI� DFKLHYLQJ� D� JHQXLQHO\�ZLQQHU�WDNH�DOO� UHVXOW�� )RU

LQVWDQFH�� HYHQ�*RRJOH� LV� QRW� RQO\� IDU� EHKLQG� %DLGX� LQ�&KLQD� �ZKHUH

*RRJOH�LV�D�GLVWDQW�IRXUWK�RU�ILIWK��EXW�DOVR�EHKLQG�<DQGH[�LQ�5XVVLD�

DQG�LW�KDV�PHDQLQJIXO�FRPSHWLWRUV� LQ�6RXWK�.RUHD��1DYHU��DQG�-DSDQ

�<DKRR��� %URDG�EDVHG� JOREDO� GRPLQDWLRQ� LV� JHQHUDOO\� QRW� SRVVLEOH

EHFDXVH�RI�LPSRUWDQW�GLIIHUHQFHV�LQ�PDUNHW�VWUXFWXUHV��ZKHWKHU�RQ�WKH

GHPDQG�RU�VXSSO\�VLGH�DQG�ZKHWKHU� LPSRVHG�E\�RUJDQLF�HFRQRPLF�RU

JRYHUQPHQW�LPSHUDWLYH�

7KH� SRZHU� RI� VSHFLDOL]DWLRQ� LV� WKDW� LW� LV� HDVLHU� WR� DFKLHYH� DQG

PDLQWDLQ� UHODWLYH� VFDOH� ZLWKLQ� D� QDUURZHU� UHJLRQ� RI� H[SHUWLVH�� 7KH

VPDOOHU� VL]H� RI� WKH� WDUJHWHG� PDUNHW� DQG� IL[HG� FRVWV� DVVRFLDWHG� ZLWK

VHUYLQJ�LW�GULYH�D�KLJKHU�EUHDN�HYHQ�PDUNHW�VKDUH�DQG�FRUUHVSRQGLQJO\

OHVV� FRPSHWLWLRQ�� 6SHFLDOL]DWLRQ� FDQ� EH� JHRJUDSKLF� EXW� HYHQ� ZKHQ

JHRJUDSKLF�GLVWLQFWLRQV�DUH�OHVV�UHOHYDQW��SURGXFW�PDUNHW�VSHFLDOL]DWLRQ

FDQ�EH�HTXDOO\�RU�PRUH�SRZHUIXO��*RRJOH�GRHV�LQGHHG�GRPLQDWH�VHDUFK

LQ�WKH�86�DQG�PRVW�RWKHU�FRXQWULHV��EXW�$PD]RQ�QRZ�KDV�D�PDMRULW\�RI

SURGXFW� VHDUFKHV��$OWKRXJK� SURGXFW� VHDUFK� LV� D� VPDOO� SDUW� RI� RYHUDOO

VHDUFK�� JLYHQ� WKH� SV\FKLF� SUR[LPLW\� RI� WKLV� VXEVHW� RI� VHDUFKHV� WR

VSHQGLQJ�PRQH\��LW�LV�DPRQJ�WKH�PRVW�YDOXDEOH�

7KH�VWRU\�ZLWK�)DFHERRN�LV�WKH�VDPH��7KHUH�DUH�PDQ\�FRXQWULHV�LQ

ZKLFK� )DFHERRN� LV� QRW� WKH� OHDGLQJ� VRFLDO� QHWZRUN�� DQG� RIWHQ� QRW� D

FORVH�VHFRQG��7KDW� LQFOXGHV�QRW�RQO\�FRXQWULHV� OLNH�&KLQD��ZKHUH� LW� LV

EORFNHG�� EXW� FRXQWULHV� OLNH�5XVVLD� DQG� -DSDQ��ZKHUH� LW� LV� IDU� EHKLQG

ERWK� KRPHJURZQ� DQG� RWKHU� LQWHUQDWLRQDO� FRPSHWLWRUV���� $QG� DFURVV

JHRJUDSKLHV��WKHUH�DUH�PDQ\�VSHFLDOL]HG�VRFLDO�DSSOLFDWLRQV�ZLWK�ZKLFK
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)DFHERRN� KDV� QRW� EHHQ� DEOH� WR� HIIHFWLYHO\� FRPSHWH�� /LQNHG,Q

GRPLQDWHV� SURIHVVLRQDO� QHWZRUNV� DQG� )DFHERRNÖV� EHODWHG� MRE

DSSOLFDWLRQ�IHDWXUH�LV�XQOLNHO\�WR�FKDQJH�WKDW����(YHQ�RQ�WKH�FRQVXPHU

VLGH�� D� QXPEHU� RI� HPHUJLQJ� VRFLDO� QHWZRUNV� KDYH� TXLFNO\� DWWUDFWHG

XVDJH� EXLOW� RQ� VSHFLILF� DXGLHQFHV�� WRSLFV�� DQG� ZD\V� RI� LQWHUDFWLQJÔ

3LQWHUHVW�� 7ZLWWHU�� DQG� PRVW� UHFHQWO\� 7LN7RN� DUH� MXVW� D� IHZ�� ,I� \RX

FRXQW� <RX7XEH� DV� D� VRFLDO� QHWZRUN�� ZKLFK� EDVHG� RQ� D� QXPEHU� RI

SRSXODU� XVH� FDVHV� PDQ\� GR�� LW� LV� DFWXDOO\� FRPSDUDEOH� LQ� VL]H� WR

)DFHERRN���� ,QGHHG�� WKH� FRUH� FKDUJH� RI� WKRVH� VHHNLQJ� WR� EUHDN� XS

)DFHERRN�LV�WKDW�LW�KDV�XVHG�VHULDO�DFTXLVLWLRQV�RI�MXVW�VXFK�FRPSHWLWRUV

ÔQRWDEO\� ,QVWDJUDP� DQG� :KDWV$SSÔWR� LOOHJDOO\� PDLQWDLQ� LWV

PRQRSRO\� SRVLWLRQ���� 1RWZLWKVWDQGLQJ� WKRVH� DFTXLVLWLRQV�� WKH� QHW

LPSDFW�RI� WKHVH�HPHUJLQJ�QHWZRUNV�KDV�EHHQ�WR�VWHDGLO\�FKLS�DZD\�DW

)DFHERRNÖV�VWLOO�LPSUHVVLYH�RYHUDOO�PDUNHW�VKDUH���

7KH�KDSKD]DUG�ELUWK�RI�)$$1*��DQG�KRZ�OLWWOH�WKH�EXVLQHVVHV�KDYH

LQ� FRPPRQ� EH\RQG� WKHLU� VL]H� DQG� VXFFHVV�� PDNHV� WKH� FRQWLQXLQJ

UHOHYDQFH�RI�WKH�DFURQ\P�DOPRVW�D�GHFDGH�ODWHU�DOO�WKH�PRUH�VXUSULVLQJ�

([DPLQLQJ� WKH� YDULHG� SDWKV� WR� WKHLU� UHVSHFWLYH� UHPDUNDEOH

DFKLHYHPHQWV�UHLQIRUFHV�KRZ�IDU�IURP�UHDOLW\�WKH�3ODWIRUP�'HOXVLRQ�OLHV

DQG�FDQ�SURYLGH�PRUH�V\VWHPDWLF�DQG�UDWLRQDO�WRROV�WR�VHDUFK�RXW�YDOXH

LQ�WKH�DJH�RI�GLJLWDO�GLVUXSWLRQ�
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)$&(%22.��7+(�8/7,0$7(�1(7:25.

7+(�32:(5�$0$66('�%<�)$&(%22.��WKH�ZRUOGÖV�ODUJHVW�VRFLDO�QHWZRUN��LV

([KLELW� $� LQ� VXSSRUW� RI� WKH� 3ODWIRUP� 'HOXVLRQÔ)DFHERRN� LV� WKH

XOWLPDWH� QHWZRUN� HIIHFWV� GULYHQ� SODWIRUP� WKDW� TXLFNO\� WRRN� RYHU� WKH

JOREDO� PDUNHW�� )DFHERRN� LV� D� SXUHO\� GLJLWDO� FUHDWXUH�� VRPHWKLQJ� IRU

ZKLFK�WKH�DQDORJ�ZRUOG�RIIHUV�QR�UHDO�FRXQWHUSDUW��6XUH��DV�3URIHVVRU

1LDOO� )HUJXVRQ� GHWDLOV� LQ� KLV� KLVWRU\�� 7KH� 6TXDUH� DQG� WKH� 7RZHU�

1HWZRUNV� DQG� 3RZHU� IURP� WKH� )UHHPDVRQV� WR� )DFHERRN��� VRFLDO

QHWZRUNV� KDYH� EHHQ� DURXQG� IRU� TXLWH� VRPH� WLPH�� %XW� XQWLO� QRZ�� QR

YHKLFOH� KDV� EHHQ� DEOH� WR� VHUYH� DV� D� XELTXLWRXV� DOO�HQFRPSDVVLQJ

SODWIRUP�RQ�ZKLFK�WR�VKDUH��FRPPXQLFDWH��DQG�WUDQVDFW��PXFK�OHVV�RQH

WKDW� FRXOG� SURIIHU� ZLWK� D� VWUDLJKW� IDFH� DQ� RYHUDUFKLQJ� FRUSRUDWH

PLVVLRQ� RI� EULQJLQJ� WKH� ZRUOG� FORVHU� WRJHWKHU��� $W� VRPH� SRLQW�

GLIIHUHQFHV�LQ�GHJUHH�EHFRPH�GLIIHUHQFHV�LQ�NLQG�

$QG�QR�RQH�FRXOG�VHULRXVO\�FODLP�WKDW�WKLV�SODWIRUP�GRHV�QRW�IHHG

QHWZRUN� HIIHFWV�� (YHU\� QHZ� XVHU� LV� D� SRWHQWLDO� QHZ� FRQQHFWLRQ� IRU

H[LVWLQJ� XVHUV�� LQVWDQWO\� LPSURYLQJ� WKH� SURGXFW� ZLWK� QR� LQFUHPHQWDO

HIIRUW� E\� WKH� FRPSDQ\�� )DFHERRN� KDV� RYHU� �� ELOOLRQ� XVHUV� JOREDOO\�

LQFOXGLQJ� VHYHQ� LQ� WHQ� DGXOWV� LQ� $PHULFD�� ZKLFK� LV� SUHFLVHO\� ZKDW

PDNHV� DWWUDFWLQJ� WKRVH� QHZ� DGGLWLRQV� VR� VHHPLQJO\� HIIRUWOHVV� DQG

QHWZRUNLQJ�WKHUH�VR�FRPSHOOLQJ��

7KLV� DOO� OHDGV� WR� WKH� LQHYLWDEOH� UHVXOW� SUHGLFWHG� E\� WKH� 3ODWIRUP

'HOXVLRQ�WKDW�)DFHERRN�LV�WKH�EHQHILFLDU\�RI�DQ�LQKHUHQWO\�ZLQQHU�WDNH�

PRVW�PDUNHW��)DFHERRN� LV� WKH�XOWLPDWH� IO\ZKHHO��$QG�WKH�GDWD�ZRXOG

JHQHUDOO\� VXSSRUW� WKLV�SHUVSHFWLYH��'HSHQGLQJ�RQ�KRZ�\RX�GHILQH� WKH

ØRQOLQH� VRFLDO� QHWZRUNÙ� PDUNHW� DQG� ZKLFK� PHWULF� LV� HPSOR\HG� LQ
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FDOFXODWLQJ�VKDUH��)DFHERRN�FOHDUO\�UHSUHVHQWV�D�PDMRULW\ÔDQG�PD\EH

HYHQ� FORVH� WR� ��� SHUFHQW��� 7KLV� KDV� EHHQ� DFKLHYHG� LQ� WKH� IDFH� RI

DJJUHVVLYH�DWWDFN�E\�WKH�ZRUOGÖV�ELJJHVW�FRPSDQLHVÔGLUHFW�FRPSHWLWRU

*RRJOH��� ODXQFKHG�ZLWK�PXFK� IDQIDUH� LQ� ������ZDV� ILQDOO\� RIILFLDOO\

GLVFRQWLQXHG� LQ� �����ÔDQG�� PRUH� UHFHQWO\�� FKDOOHQJHV� IURP

JRYHUQPHQW�UHJXODWRUV��

127�7+(�),567��%87�:,//�,7�%(�7+(�/$67"

$�FORVHU�H[DPLQDWLRQ�UHYHDOV�WKDW�WKH�3ODWIRUP�'HOXVLRQ�GHOLYHUV�VFDQW

LQVLJKW� LQWR� HLWKHU� WKH� VRXUFH� RI� )DFHERRNÖV� RULJLQDO� VXFFHVV� RU� LWV

VWXQQLQJ�UHVLOLHQFH��7R�VWDUW�ZLWK��)DFHERRN�GLVSODFHG�ZKDW�KDG�EHHQ�D

VHULHV�RI�HDUOLHU�VRFLDO�QHWZRUNV��HDFK�RI�ZKLFK�IRU�D�WLPH�ZDV�DVVXPHG

GHVWLQHG� IRU�ZRUOG�GRPLQDQFH��7KH� ULVH� DQG� IDOO� RI�0\6SDFHÔZKLFK

EULHIO\�LQ������RYHUWRRN�*RRJOH�DV�WKH�PRVW�YLVLWHG�VLWH�LQ�WKH�8QLWHG

6WDWHV�ÔKDV� EHHQ�ZHOO� GRFXPHQWHG�� EXW� \HDUV� EHIRUH� WKDW� WKHUH� ZDV

6L['HJUHHV�FRP��$QG�ZKR�UHPHPEHUV�*RRJOHÖV�2UNXW��ZKLFK�SUHGDWHG

ERWK�0\6SDFH�DQG�)DFHERRN�DQG�RZQHG�WKH�%UD]LOLDQ�VRFLDO�PDUNHWÔ

XQWLO� LW� GLGQÖW�� $OO� RI� WKHVH� EXVLQHVVHV� GLVSOD\HG� WKH� VDPH� QHWZRUN

HIIHFWV� DV� )DFHERRNÔWKH� KROORZQHVV� RI� WKH� 3ODWIRUP� 'HOXVLRQ� LV� LWV

LQDELOLW\� WR�GLVWLQJXLVK�EHWZHHQ� WKRVH� WKDW�GLHG�� WKRVH� WKDW� WRRN�RYHU

WKH�ZRUOG��DQG�WKRVH�WKDW�HQGHG�VRPHZKHUH�LQ�EHWZHHQ�
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1DPH /DXQFK�<HDU 3HDN�8VDJH��0$8� 3HDN�<HDU

6L['HJUHHV ���� ���0 ����

)ULHQGVWHU ���� ����0 ����

0\VSDFH ���� ��0 ����

/LQNHG,Q ���� ���0 ����

KL� ���� ��0 ����

2UNXW ���� a���0 ����

)DFHERRN ���� ���% ����

%HER ���� ��0 ����

4]RQH ���� ���0 ����

7ZLWWHU ���� ���0 ����

)LJXUH����

6RXUFH��1LFN�5RXWOH\��Ø7KH�5LVH�DQG�)DOO�RI�6RFLDO�0HGLD�Ù�9LVXDO�&DSLWDOLVW��2FWREHU���������

KWWSV���ZZZ�YLVXDOFDSLWDOLVW�FRP�ULVH�DQG�IDOO�RI�VRFLDO�PHGLD�SODWIRUPV���0DWWKHZ�-RQHV��Ø7KH�&RPSOHWH�+LVWRU\

RI�6RFLDO�0HGLD��$�7LPHOLQH�RI�WKH�,QYHQWLRQ�RI�2QOLQH�1HWZRUNLQJ�Ù�+LVWRU\�&RRSHUDWLYH��-XQH����������

:KDW� WKHQ�HQDEOHG�)DFHERRN� WR�VXFFHHG�RQ�VXFK�D�PDVVLYH� VFDOH�

ZKHUH�RWKHUV�FROODSVHG�RU�ZHUH�UHOHJDWHG�WR�D�QDUURZHU�XVH�FDVH"�2QH

DQVZHU� WKDW�PD\� VHHP� IOLS� EXW� DFWXDOO\� KDV� SURIRXQG� UHOHYDQFH�� QRW

RQO\�IRU�)DFHERRN�EXW�IRU�DOO�VXFFHVVIXO�WHFKQRORJ\�SURGXFWV��LV�WLPLQJ�
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0RQWKO\�$FWLYH�8VHUV�RQ�6HOHFWHG�6RFLDO�0HGLD������`�����

)LJXUH����

6RXUFH��1LFN�5RXWOH\��Ø7KH�5LVH�DQG�)DOO�RI�6RFLDO�0HGLD�Ù�9LVXDO�&DSLWDOLVW��2FWREHU���������

KWWSV���ZZZ�YLVXDOFDSLWDOLVW�FRP�ULVH�DQG�IDOO�RI�VRFLDO�PHGLD�SODWIRUPV�

1R� PDWWHU� KRZ� RIWHQ� GHEXQNHG�� WKH� LPDJLQDU\� ILUVW�PRYHU

DGYDQWDJH�FRQWLQXHV�WR�EH�UHJXODUO\�LQYRNHG�E\�HQWUHSUHQHXUV�VHHNLQJ

IXQGLQJ� DQG� H[HFXWLYHV� WRXWLQJ� WKHLU� LQGRPLWDELOLW\�� 7KH� SUREOHP� LV

WKDW�ZKHUH�WKH�FRQVXPHU�XVH�FDVH�RU�EDVLF�WHFKQRORJ\�DUH�VWLOO�LQ�IOX[�

LW� LV�VLPSO\�QRW�SRVVLEOH�WR�VHFXUH�WKH�UHDO�DGYDQWDJH�VRXJKW�E\�JRLQJ

ILUVW��VFDOH��,W�W\SLFDOO\�UHTXLUHV�D�VXFFHVVLRQ�RI�ILUVW�PRYHUV�EHIRUH�ERWK

RI�WKHVH�IDFWRUV�VHWWOH�GRZQ�HQRXJK�WR�DOORZ�D�VLJQLILFDQW�LQYHVWPHQW�WR

SD\�� ,W� LV� VLPSO\�QRW�SRVVLEOH� WR� VHFXUH�PHDQLQJIXO� VFDOH� LQ� D�PDUNHW

VWLOO� EHLQJ� GHILQHG� E\� IXQGDPHQWDOO\� HYROYLQJ� FRQVXPHU� SUHIHUHQFHV�

$QG�ZKHUH�WKH�WHFKQRORJ\� LV�YLHZHG�DV�VWLOO�FKDQJLQJ��FRQVXPHUV�ZLOO

EH� UHWLFHQW� WR� EHFRPH� WRR� DWWDFKHG� WR� DQ\� SURGXFW� RU� SODWIRUP�

SDUWLFXODUO\�DQ\�RQH� WKDW� UHTXLUHV�D� VLJQLILFDQW� ILQDQFLDO�RU�HPRWLRQDO

LQYHVWPHQW�

$QG�WKHUH�LV�D�JRRG�DUJXPHQW�WKDW�)DFHERRN�ZDV�WKH�EHQHILFLDU\�RI

SURSLWLRXV�WLPLQJ��:LWK�UHVSHFW�WR�WKH�LGHQWLILFDWLRQ�RI�D�VFDODEOH�VRFLDO

QHWZRUNLQJ�XVH�FDVH��)DFHERRN�OHDUQHG�IURP�WKH�VXFFHVVHV�DQG�IDLOXUHV

RI�WKRVH�ZKR�FDPH�EHIRUH�DV�ZHOO�DV�IURP�LWV�RZQ�WHVW�NLWFKHQ��ILUVW�DW

+DUYDUG�DQG� WKHQ�PRUH�EURDGO\�ZLWKLQ� WKH� �HGX�GRPDLQ�FRPPXQLW\�
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7KH�V\VWHPDWLF�JURZWK�RI�WKH�QHWZRUN�E\�DGGLQJ�VXFFHVVLYH�DXWKRUL]HG

FRPPXQLWLHVÔVRPH� FROOHJHV�� DOO� FROOHJHV�� KLJK� VFKRROV�� FRUSRUDWHVÔ

UHTXLULQJ�YHULILHG�HPDLO�DGGUHVVHV�DYRLGHG� WKH�:LOG�:HVW�DWPRVSKHUH

WKDW�H[SRVHG�WKH�IUDJLOH�IRXQGDWLRQ�RI�HDUOLHU�FRPSHWLWRUV��,QGHHG��LW�LV

PRUH�WKDQ�D�OLWWOH�LURQLF�JLYHQ�)DFHERRNÖV�PRUH�UHFHQW�FKDOOHQJHV��WKDW

WKLV�HDUO\�WUXVW�ZDV�VXFK�DQ�LPSRUWDQW�GLIIHUHQWLDWRU�LQ�HVWDEOLVKLQJ�WKH

IUDQFKLVH�LQ�WKH�ILUVW�SODFH�

7KH�IDFW�WKDW�WKH�QHWZRUN�ZDV�EXLOW�RQ�GHHS�HVWDEOLVKHG�QHWZRUNV

RI� H[LVWLQJ� FRQQHFWLRQV� UDWKHU� WKDQ� ILQGLQJ� QHZ� IULHQGV� ZLWK� VKDUHG

LQWHUHVWV� DOVR� FUHDWHG� D� PRUH� UHVLOLHQW� SODWIRUP� LQ� WKH� HYHQW� WKDW

LQHYLWDEOH�FKDOOHQJHV�DURVH���:KHQ�)DFHERRN�ODXQFKHG�&KDW�LQ�������LW

GUHZ� RQ� WKH� OHVVRQV� RI� WKH� ØFKDW� ZDUVÙ��� WKDW� SUHFHGHG� LW�� UHDOL]LQJ

WKDW�D�FKDW�IXQFWLRQ�ZRXOG�KDYH�SDUWLFXODU�UHVRQDQFH�LQ�WKH�FRQWH[W�RI

D� VRFLDO� QHWZRUN�� ,QWHJUDWLQJ� WKLV� IHDWXUH� WR� DOORZ�XVHUV� WR�RQO\� FKDW

ZLWK� WKRVH� LQ� WKHLU� QHWZRUNV� DOORZHG� )DFHERRN� WR� UHVROYH� SUHYLRXV

VHFXULW\� FRQFHUQV� ZLWK� RWKHU� PHVVDJLQJ� WRROV�� ZKLOH� DOVR� GULYLQJ

H[LVWLQJ�UHWHQWLRQ�ZLWK�WKLV�DGGHG�IXQFWLRQDOLW\�

$OWKRXJK�VRFLDO�QHWZRUNLQJ�SODWIRUPV�DUH�QRW�D�WHUULEO\�KLJK�WHFK

DIIDLU�� D� QXPEHU� RI� GHYHORSPHQWV� DLGHG� ERWK� WKH� IXQFWLRQDOLW\� DQG

VFDODELOLW\� RI� )DFHERRN� YLV���YLV� HDUOLHU� LQLWLDWLYHV�� ,PSURYHPHQWV� LQ

LQWHUQHW� FRQQHFWLYLW\� DQG� SODWIRUP� VFDODELOLW\�� ERWK� RI� ZKLFK� SURYHG

$FKLOOHVÖ�KHHOV�IRU�SUHGHFHVVRU�QHWZRUNV��SURYLGHG�VLJQLILFDQW�EHQHILWV�

$QG� )DFHERRNÖV� ����� ODXQFK� RI� LWV� DSSOLFDWLRQ� GHYHORSHU� SODWIRUP��

ODLG�WKH�JURXQGZRUN�IRU�WKH�)DUP9LOOH�FUD]H�WKDW�GURYH�LWV�JURZWK�DQG

FDSWXUHG� PRUH� WKDQ� ��� SHUFHQW� RI� )DFHERRNÖV� XVHUV���� 5DWKHU� WKDQ

GULYLQJ� RXW� WKLUG�SDUW\� GHYHORSHUV� RQ� WKH� SODWIRUP� DV�0\6SDFH� KDG

GRQH�� )DFHERRN� IRXQG� D� ZD\� WR� QRW� RQO\� FRH[LVW� ZLWK� WKHVH

DSSOLFDWLRQV�EXW�DOVR�OHYHUDJH�WKHP�WR�DWWUDFW�QHZ�XVHUV��,PSRUWDQWO\�

WKLV� UHLQIRUFHG�)DFHERRNÖV�GLUHFW�QHWZRUN�HIIHFWV�ZLWK� LQGLUHFW� HIIHFWV

DQG�WXUQHG�ZKDW�ZDV�D�VLPSOH�VRFLDO�QHWZRUN� LQWR�D�EURDGHU�FRQGXLW

IRU�VKDULQJ�DQG�H[SHULHQFLQJ�WKLUG�SDUW\�VRIWZDUH�DQG�FRQWHQW�

7LPLQJ� LV� FULWLFDO� WR� DFKLHYLQJ� VFDOH� EXW� FDQQRW� DORQH� H[SODLQ

)DFHERRNÖV� UHPDUNDEOH� VWD\LQJ� SRZHU�� :H� KDYH� VHHQ� LQ� WKH� FDVH� RI

ILQDQFLDO� H[FKDQJHV�� IRU� LQVWDQFH�� WKDW� QHWZRUN� VFDOH� E\� LWVHOI� LV
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VLQJXODUO\� IUDJLOH� ZKHQ� QRW� FRXSOHG� ZLWK� VRPH� FXVWRPHU� VWLFNLQHVV�

1RWKLQJ� VWRSV� D� QHZ� HQWUDQW� IURP� XVLQJ� WKH� H[DFW� VDPH� WLPLQJ

DGYDQWDJHV�HQMR\HG�E\�)DFHERRN�IRU� LWV�RZQ�SXUSRVHV�� ,Q�WKH�FDVH�RI

ILQDQFLDO� H[FKDQJHV�� WKH� QHZ� HQWUDQWV� MXVW� ORZHUHG� FRPPLVVLRQV� DQG

ZDWFKHG� WKH�EX\HUV� DQG� VHOOHUV� VKLIW� QHWZRUNV�RYHUQLJKW��7R�EH� VXUH�

DQRQ\PRXV� EX\HUV� DQG� VHOOHUV� FRQFHUQHG� RQO\� ZLWK� EHVW� H[HFXWLRQ

PLJKW� EH� HDVLHU� VWUXFWXUDOO\� WR� PRYH� WKDQ� UHDO� UHODWLRQVKLSV� ZLWK

LGHQWLILHG� LQGLYLGXDOV�� %XW� LI� VRPHRQH� ZHUH� RIIHULQJ� D� GHPRQVWUDEO\

EHWWHU�GHDOÔIUHH�PRYH�WLFNHWV�RU�L7XQHV��DQ\RQH"ÔKRZ�KDUG�ZRXOG�LW

EH�WR�FRQYLQFH�\RXU�PRVW�LPSRUWDQW�XVHU�JURXSV�WR�MRLQ�\RX�RQ�D�QHZ

SODWIRUP"

)URP� GD\� RQH�� IRXQGHU�0DUN�=XFNHUEHUJ�ZDV�PDQLDFDOO\� GULYHQ

E\�WKH�QHHG�WR�LQYHVW�LQ�UHLQIRUFLQJ�FXVWRPHU�FDSWLYLW\�LQ�DOO�LWV�IRUPVÔ

VZLWFKLQJ�� KDELW�� DQG� VHDUFK�� Ø,� WKLQN� WKH� VWUDWHJ\� RI� )DFHERRN�Ù

=XFNHUEHUJ� VDLG�� V\QWKHVL]LQJ� WKH� FRPSDQ\ÖV� SULPDU\� IRFXV�� ØLV� WR

OHDUQ�DV�TXLFNO\�DV�SRVVLEOH�ZKDW�RXU� FRPPXQLW\�ZDQWV�XV� WR�GR�Ù��

7KDW� UDQJHG� IURP� WKH� REYLRXV�� OLNH� EXLOGLQJ� H[KDXVWLYH� XVHU� SURILOHV

FKRFN�IXOO�RI�GHWDLOV�DQG�SKRWRV�WKDW�ZRXOG�EH�D�WRWDO�GUDJ�WR�UH�FUHDWH

HOVHZKHUH�� WR�WKH�VXEWOH�� OLNH� LQVWLWXWLQJ�DGGLFWLYH�QRWLILFDWLRQV�UHODWHG

WR� IULHQGVÖ� FKDQJHV� LQ� VWDWXV� WKDW�PDGH� UHJXODU� LQWHUDFWLRQV�ZLWK� WKH

SODWIRUP� D� KDELW� RI� GDLO\� OLIH�� 2QH� FDQ� ORRN� DW� WKH� UROORXW� RI� WKH

)DFHERRN� SURGXFW� URDG�PDS� DV� D� UHOHQWOHVV� GLJJLQJ� RI� WKH� FXVWRPHU

FDSWLYLW\�PRDW�DURXQG�WKH�FLWDGHO�RI�VFDOH�

6(/(&7('�)$&(%22.�)81&7,21$/,7<�$'',7,216

)HDWXUH <HDU�$GGHG
5HODWHG

$FTXLVLWLRQV
1RWHV

)DFHERRN�3KRWRV ���� 'LYY\6KRW�������

)DFHERRN�*URXSV ���� 6KDUH*URYH�������

)DFHERRN

1HZV)HHG
���� )ULHQG)HHG�������

)DFHERRN�3ODWIRUP ����
�UG�3DUW\�'HYHORSHU

$3,
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)DFHERRN�*DPHV ����

)DFHERRN�&KDW ����

/LNH�%XWWRQ ����

)DFHERRN

&RPPXQLW\�3DJHV
����

:LNLSHGLD

,QWHJUDWLRQ

)DFHERRN

0HVVHQJHU
����

=HQEH��������

%HOXJD�������

5HSODFHG�)DFHERRN

&KDW

)DFHERRN

(PRWLFRQV
����

)DFHERRN� ,QVWDQW

$UWLFOHV
����

6WUHDPOLQHG

'LVSOD\�IRU

3XEOLVKHG�$UWLFOHV

)DFHERRN

0DUNHWSODFH
����

)DFHERRN�/LYH ���� )D\WHT�$*�������

)DFHERRN

:RUNSODFH
���� 5HGNL[������� 6ODFN�&RPSHWLWRU

)DFHERRN�3D\ ����
3D\PHQWV�WKURXJK

0HVVHQJHU

&DOLEUD� �UHEUDQGHG

1RYL�
$QQRXQFHG�����

6HUYLFH)ULHQG

������

%LWFRLQ�:DOOHW

6HUYLFH

)DFHERRN�*DPLQJ ����
*DPLQJ

/LYHVWUHDPLQJ

)LJXUH����

:KHQ� LW� FRPHV� WR� FXVWRPHU� FDSWLYLW\�� )DFHERRN� LV� WKH� XOWLPDWH

+RWHO�&DOLIRUQLD�� ,Q�DGGLWLRQ�WR�PDNLQJ� LW�D� ORYHO\�SODFH��=XFNHUEHUJ

DQG�KLV�PLQLRQV�PDNH�LW�UHDOO\�KDUG�WR�OHDYH��$�QXPEHU�RI�\HDUV�DJR��D

KDSSLO\� PDUULHG� LQYHVWPHQW� EDQNLQJ� FROOHDJXH� RI� PLQH�� KDYLQJ� EHHQ

IULHQGHG�E\�RQH�WRR�PDQ\�H[HV��GHFLGHG�WKDW�H[LWLQJ�WKH�SODWIRUP�ZDV�D

SUXGHQW� PRYH�� $OWKRXJK� KH� XOWLPDWHO\� VXFFHHGHG�� KLV� SDLQIXO

GHVFULSWLRQ�RI�WKH�SURFHVV�PDGH�LW�HYLGHQW�WKDW�VXFK�D�PRYH�ZRXOG�EH

OLNHO\�DEDQGRQHG�E\�DQ\RQH�OHVV�SHUVLVWHQW���

THE PLATFORM DELUSION 94



6LQFH�P\� FROOHDJXHÖV� H[SHULHQFH�� )DFHERRN� KDV�PDGH� GHOHWLQJ� DQ

DFFRXQW� IDU� PRUH� VHDPOHVV�� %XW� UHPRYLQJ� DOO� WUDFH� RI� RQHVHOI� IURP

)DFHERRNÔQRW� WR� EH� FRQIXVHG� ZLWK� GHDFWLYDWLQJ� DQ� DFFRXQW�� ZKLFK

DOORZV� D� ODWHU� FKDQJH� RI� KHDUW� DQG� WKH� VHUYLFH� WR� FRQWLQXH� WR� IROORZ

\RXU�HYHU\�RQOLQH�PRYH�LQ�WKH�LQWHULPÔVWLOO�LQYROYHV�D�QXPEHU�RI�VWHSV

DQG� LV� OLNHO\� WR�EH� IDU�PRUH�SDLQIXO� WKDQ�DQWLFLSDWHG����)LUVW� \RX�ZLOO

SUREDEO\�ZDQW� WR� OHW� DOO� WKH� SHRSOH� \RX� QRUPDOO\� FRPPXQLFDWH�ZLWK

HLWKHU�WKURXJK�)DFHERRN�RU�0HVVHQJHU�NQRZ�\RXU�QHZ�SUHIHUUHG�PRGH

RI�FRQWDFW��7KHQ�\RX�QHHG�WR�GHOHWH�WKH�DSS�IURP�DQ\�GHYLFHV�RQ�ZKLFK

LW�VLWV�DQG��PRVW�LPSRUWDQW��GRZQORDG�D�FRS\�RI�DOO�RI�\RXU�)DFHERRN

GDWD��0RVW� SUREOHPDWLF� LV� WKH�ZHE�RI� WKLUG�SDUW\� DSSV� \RX� FXUUHQWO\

VLJQ�LQWR�ZLWK�\RXU�)DFHERRN�DFFRXQW��7KLV�ZLOO�UHTXLUH�\RX�WR�ORJ�LQWR

HDFK�RI�WKHVH�WR�GLVFRQQHFW�WKDW�IHDWXUH��EXW�VRPH�RI�WKHVH��OLNH�6SRWLI\�

PD\� UHTXLUH� \RX� WR� VHW� XS� DQ� HQWLUHO\� QHZ� DFFRXQW���� 2WKHU� DSSV

DFWXDOO\�LQVLVW�RQ�DQ�DFWLYH�)DFHERRN�DFFRXQW��$QG��RI�FRXUVH��\RX�ZLOO

QHHG�WR�GHOHWH�,QVWDJUDP�DQG�:KDWV$SS�VHSDUDWHO\��)DFHERRN�KHOSIXOO\

SURYLGHV� WKLUW\� GD\V� IRU� \RX� WR� FKDQJH� \RXU�PLQG�� DQG� LI� \RX� ORJ� LQ

GXULQJ� WKDW� WLPH�� HYHQ� DFFLGHQWDOO\� WKURXJK� DQ� DSS� \RX� IRUJRW� WR

GLVFRQQHFW��\RX�ZLOO�KDYH�WR�VWDUW�WKH�SURFHVV�DOO�RYHU�DJDLQ���

,Q� DGGLWLRQ� WR� WKHVH� GHHS� GHPDQG� DGYDQWDJHV� WKDW� EXWWUHVV

)DFHERRNÖV� QHWZRUN� HIIHFWV�� WKH� FRPSDQ\� LV� DOVR� EOHVVHG� ZLWK

SURGLJLRXV�VXSSO\�DGYDQWDJHV��7KH�DELOLW\�WR�DJJUHVVLYHO\�UROO�RXW�QHZ�

YDOXDEOH� SURGXFW� IHDWXUHV� LV� HQKDQFHG� E\� )DFHERRNÖV� XQPDWFKHG

RQJRLQJ� OHDUQLQJ� UHJDUGLQJ� KRZ� LWV� XVHUV� LQWHUDFW�ZLWK� WKH� SODWIRUP�

<HV��WKH�PRVW�VXFFHVVIXO�QHZ�IHDWXUHV�FDQ�EH�FRSLHG��%XW�)DFHERRN�FDQ

DOZD\V�VWD\�RQH�VWHS�DKHDG�

:KDWÖV�PRUH��)DFHERRN�GRHVQÖW� MXVW�KDYH�ELJJHU�GDWD�� WKH�GDWD� LW

KDV�LV�H[WUDRUGLQDULO\�XVHIXO�LQ�SUHGLFWLQJ�SXUFKDVLQJ�EHKDYLRU����$V�D

UHVXOW�� )DFHERRN� FDQ� EH� VPDUWHU� DERXW� KRZ� WR� WDUJHW� VSHFLILF� DGV� WR

JHQHUDWH� KLJKHU� FOLFN�WKURXJKV� DQG� PRUH� UHOHYDQW� LPSUHVVLRQV�

)DFHERRN� ZRUNV� KDUG� WR� OHYHUDJH� LWV� GDWD� DGYDQWDJH� ZLWK� ERWK

PHPEHUV� DQG� DGYHUWLVHUV�� ,WV�PDVVLYH� XVHU� EDVH� LV� DQ� LGHDO� SHWUL� GLVK

WKURXJK� ZKLFK� WR� H[DPLQH� WKH� DWWUDFWLYHQHVV� RI� IHDWXUHV� DQG� WKH

HIIHFWLYHQHVV�RI�DGV�
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)DFHERRN� WKHQ� HQMR\V� KHIW\� DGYDQWDJHV� RQ� ERWK� WKH� GHPDQG� DQG

VXSSO\�VLGH�IODQNLQJ�WKH�FRUH�QHWZRUN�HIIHFWV�XSRQ�ZKLFK�WKH�IUDQFKLVH

UHVWV��:KDWÖV�PRUH�� WKH� VKHHU� VL]H� RI� )DFHERRN� KDV� HQGRZHG� LW� ZLWK

VXSSO\�VLGH�VFDOH�GHULYHG�IURP�ODUJH�IL[HG�FRVWV�DV�ZHOO�DV�WKH�GHPDQG�

VLGH� VFDOH� RI� QHWZRUN� HIIHFWV�� $OWKRXJK� )DFHERRNÖV� 5	'� VSHQG� LV� D

IUDFWLRQ�RI�$PD]RQÖV��*RRJOHÖV��DQG�$SSOHÖV��DW�PRUH�WKDQ�����ELOOLRQ

DQQXDOO\��LW�VWLOO�UHSUHVHQWV�D�IRUPLGDEOH�EDUULHU�WR�D�QHZ�HQWUDQW��DQG

LWV� LQYHVWPHQWV� KDYH� DFWXDOO\� EHHQ� JURZLQJ� IDVWHU� WKDQ� WKHVH� SHHUV� LQ

UHFHQW�\HDUV����5	'�DOVR�UHSUHVHQWV�D�KLJKHU�SHUFHQWDJH�RI�LWV�RYHUDOO

FRVW�EDVH�WKDQ�IRU�DQ\�RI�WKH�RWKHU�)$$1*�PHPEHUV�

,Q� DGGLWLRQ� WR� WKLV� LPSUHVVLYH� FROOHFWLRQ�RI� VWUXFWXUDO� DGYDQWDJHV�

)DFHERRN� H[KLELWV� WZR� YDOXDEOH� FKDUDFWHULVWLFV� WKDW� DUH� UHODWHG� EXW

GLVWLQFW��IRFXV�DQG�D�FXOWXUH�RI�RSHUDWLQJ�HIILFLHQF\��0RVW�RI�WKH�RWKHU

)$$1*� FRPSDQLHV� KDYH� EHFRPH� FRQJORPHUDWHV� RI� VRUWV�� HQWHULQJ� D

YDULHW\�RI�HQWLUHO\�QHZ�OLQHV�RI�EXVLQHVV�TXLWH�GLIIHUHQW�IURP�ZKHUH�WKH\

EHJDQ��:LWK� IHZ� H[FHSWLRQVÔZH� FDQ� IRUJLYH�=XFNHUEHUJ� WKH�2FXOXV

95� DFTXLVLWLRQÔHYHU\� PDMRU� RUJDQLF� DQG� LQRUJDQLF� LQYHVWPHQW� KDV

EHHQ�GLUHFWHG�WRZDUG�HQKDQFLQJ�RU�SURWHFWLQJ�WKH�FRUH�VRFLDO�QHWZRUN

IUDQFKLVH��$V�ZH�GLVFXVV� VKRUWO\�� WKDW�SURWHFWLRQ�KDV� VRPHWLPHV�FRPH

LQ�WKH�IRUP�RI�VLPSO\�WDNLQJ�RXW�DQ�HPHUJLQJ�FRPSHWLQJ�QHWZRUN�WKDW

UHOLHV�RQ�DQ�HQWLUHO\�GLIIHUHQW�EDVLV�RI�LQWHUDFWLRQ�DPRQJ�PHPEHUV�

)RFXV� IDFLOLWDWHV� EXW� GRHV� QRW� HQVXUH� HIIHFWLYH� RSHUDWLRQV�� ,W� LV

HDVLHU� WR� DWWUDFW� WRS� WDOHQW� FRPPLWWHG� WR� WKH� FRUH� DFWLYLW\�� DQG

VRPHWLPHV� HYHQ� WR� HQWLFH� DFTXLVLWLRQ� WDUJHWV� WR� WDNH� OHVV� WKDQ� WRS

GROODU��ZKHQ�WKHUH� LV�QR�TXHVWLRQ�DV� WR�EXVLQHVV�SULRULWLHV��$QG�D�NH\

FRUSRUDWH� DVVHWÔWKH� WLPH� DQG� DWWHQWLRQ� RI� WRS�PDQDJHPHQWÔFDQ� EH

GLUHFWHG� WRZDUG� RSWLPL]LQJ� D� VLQJXODU�PLVVLRQ� UDWKHU� WKDQ�PDQDJLQJ

ZDUULQJ� LQWHUQDO� IDFWLRQV� WKDW� LQHYLWDEO\� YLH� IRU� DWWHQWLRQ� DQG

UHVRXUFHV�� )DFHERRNÖV� HPSKDVLV� RQ� HIILFLHQF\� DV� ZHOO� DV� IRFXV�

KRZHYHU�� KDV� SURYHQ� DQ� DGGLWLRQDO� WRRO� WR� ERWK� SURWHFW� DQG� IXOO\

OHYHUDJH�WKH�GHPDQG�DQG�VXSSO\�DGYDQWDJHV�WKDW�DUH�QHHGHG�WR�EXWWUHVV

VFDOH�

7KH� NH\� ULVN� WR� FXVWRPHU� FDSWLYLW\� �WKH� GHPDQG� DGYDQWDJH�� LV� WR

GLVDSSRLQW� RU� MXVW� VXUSULVH� DQ� RWKHUZLVH� OR\DO� FXVWRPHU�� 7KHUH� DUH
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PDQ\� ZD\V� WR� ORVH� D� FXVWRPHU�� DQG� RSHUDWLQJ� GLVFLSOLQHV� DUH� DQ

LPSRUWDQW� SURWHFWLRQ� DJDLQVW� PRVW� RI� WKHP�� 3URGXFW� IODZV� RU

LQFRQVLVWHQFLHV� FDQ� EUHDN� D� KDELW� RU� SURYLGH� DQ� H[FXVH� WR� VZLWFK�

)DLOXUH�WR�GHOLYHU�RQ�DQ\�SURPLVHG�EHQHILWV�RU�LPSURYHPHQWV�FDQ�KDYH

VLPLODU� UHVXOWV�� )LQDOO\�� WKH� UHOHQWOHVV� DGGLWLRQ� RI� QHZ� SURGXFW

HQKDQFHPHQWVÔDQG�)DFHERRN�KDV�ORQJ�EHHQ�IDPRXV�IRU�DQ�DJJUHVVLYH

FXOWXUH� RI� FRQWLQXRXV� LPSURYHPHQW��ÔLQFUHDVHV� VDWLVIDFWLRQ� DQG

LQJUDLQV�KDELW�ZKLOH�PDNLQJ�LW�PRUH�GLIILFXOW�WR�VXFFHVVIXOO\�VHDUFK�RXW

D�FRPSDUDEOH�DOWHUQDWLYH�

3URSULHWDU\�WHFKQRORJ\�RU�GDWD��WKH�VXSSO\�DGYDQWDJH��RQ�WKH�RWKHU

KDQG�� LV� RQO\� DV� YDOXDEOH� DV� DQ� HIIHFWLYH� RSHUDWRU� PDNHV� LW�� ,W� LV� GH

ULJXHXU� WRGD\�� ZKHQ� D� FRPSDQ\� SXWV� LWVHOI� XS� IRU� VDOH�� WR� WRXW� WKH

ØXQWDSSHG�SRWHQWLDOÙ�RI�WKH�GDWD�DPDVVHG�RYHU�WLPH��,Q�WUXWK��RIWHQ�WKH

GDWD� LV� RI� OLWWOH� YDOXH�� %XW� VRPHWLPHV� LQIRUPDWLRQ� FDQ� DFWXDOO\� EH

XVHIXO��DQG�WKH�IDLOXUH�WR�H[SORLW�LW�LV�VLPSO\�D�UHIOHFWLRQ�RI�LQHIIHFWLYH

PDQDJHPHQW��DQ�RGG�TXDOLW\�IRU�PDQDJHPHQW�WR�WRXW���7KH�VSHHG�ZLWK

ZKLFK�D�FRPSDQ\�EDUUHOV�GRZQ�WKH�OHDUQLQJ�FXUYH�LV�D�IXQFWLRQ�RI�KRZ

JRRG�D�PDQDJHPHQW�WHDP�LV�DW�OHDUQLQJ�IURP�H[SHULHQFH�E\�OHYHUDJLQJ

LWV� LQIRUPDWLRQDO�DQG�WHFKQRORJLFDO�UHVRXUFHV��$QG�WKLV� WRR�LV�DQ�DUHD

LQ�ZKLFK�)DFHERRN�KDV�FRQVLVWHQWO\�H[FHOOHG�

6R� LW� VHHPV� WKDW� )DFHERRN� HQMR\V� DOPRVW� HYHU\� FRQFHLYDEOH

VWUXFWXUDO� FRPSHWLWLYH� DGYDQWDJH�� HDFK� RI� ZKLFK� UHLQIRUFHV� WKH� RWKHU

DQG� DOO� RI�ZKLFK� DUH� UHLQIRUFHG� E\� LWV�PDQLDFDO� IRFXV� DQG� RSHUDWLQJ

GLVFLSOLQHV��:KDW�FRXOG�JR�ZURQJ"

1(7:25.�98/1(5$%,/,7<

(YHU\�FRPSHWLWLYH�DGYDQWDJH�KDV�LWV�RZQ�$FKLOOHVÖ�KHHO��)RU�VXFFHVVIXO

QHWZRUN�HIIHFWV�EXVLQHVVHV��WKHUH�DUH�WZR�SULPDU\�WKUHDWV�

)LUVW�� LW� LV� ZHOO� HVWDEOLVKHG� WKDW� WKHUH� DUH� GLPLQLVKLQJ� UHWXUQV� WR

VFDOH��$OWKRXJK�WKH�REVHUYDWLRQ�LV�XVXDOO\�PDGH�LQ�WKH�FRQWH[W�RI�IL[HG�

FRVW�VFDOH�EXVLQHVVHV��LW�LV�RIWHQ�DV�WUXH��LI�QRW�PRUH��LQ�WKH�FRQWH[W�RI

QHWZRUN� HIIHFWV� EXVLQHVVHV�� 7KHUH� FRPHV� D� WLPH� ZKHQ� D� QHWZRUN� LV

SOHQW\� ELJ� IRU� LWV� SXUSRVHV� DQG� LQFUHPHQWDO� SDUWLFLSDQWV� GRQÖW� DGG
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PXFK�LQFUHPHQWDO�YDOXH����$�UHYLHZ�RI�WKH�GHPLVH�RI�)ULHQGVWHU�VKRZV

WKDW�DIWHU�D�FHUWDLQ�SRLQW�LQ�VRFLDO�QHWZRUNV��LQFUHPHQWDO�SDUWLFLSDQWVÔ

SDUWLFXODUO\� LI� WKH\� DUH� WUROOV�� SHGRSKLOHV�� FDWILVKHUV�� VFDP� DUWLVWV�� RU

KRVWLOH�JRYHUQPHQWVÔFDQ�DFWXDOO\�GHWUDFW�PHDQLQJIXOO\�IURP�YDOXH�

%HFDXVH�VFDOH� LV� UHODWLYH�� WKH�ELJ�JX\V� LQ�D�VHQVH�DOZD\V�EHFRPH�D

YLFWLP�RI�WKHLU�RZQ�VXFFHVV��(YHQ�ZLWKRXW�GLPLQLVKLQJ�UHWXUQV��WKH�ODZ

RI� ODUJH�QXPEHUV� HQVXUHV� WKDW� WKH�PRVW�QLPEOH� LQVXUJHQWV�DUH�DOZD\V

DEOH� WR� JDLQ� UHODWLYH� VFDOH� RII� DQ� LQLWLDOO\� VPDOO� EDVH��'RXEOLQJ� HYHU\

\HDU� LV� KDUGHU� ZKHQ� \RX� KDYH� RYHU� ���� ELOOLRQ� LQ� UHYHQXHV�� DV

)DFHERRN� GRHV�� DV� RSSRVHG� WR� ���� PLOOLRQ� RU� HYHQ� ����� PLOOLRQ�

:KDWÖV� PRUH�� GRPLQDQW� PDVV� VFDOH� XVXDOO\� KLGHV� UHODWLYH� VFDOH

YXOQHUDELOLWLHV�ZLWKLQ�SDUWLFXODU�JHRJUDSKLHV��GHPRJUDSKLFV��RU�LQWHUHVW

JURXSV�

6XFK� QLFKHV� DUH� IHUWLOH� JURXQG� IRU� QHZ� HQWUDQWV�� DV� HIIHFWLYH

FXVWRPL]DWLRQ� WKURXJK� LQQRYDWLYH� VSHFLDOL]HG� SURGXFW� IXQFWLRQDOLW\

DQG�FUHDWLYH�PDUNHWLQJ� FDQ�TXLFNO\� HVWDEOLVK� UHODWLYH� VFDOH�ZLWKLQ� WKH

WDUJHW� PDUNHW�� 2IWHQ� VFDOH� LQ� WKH� QLFKH� LV� PRUH� UHOHYDQW� WR� HQGHPLF

DGYHUWLVHUV�DQG�WDUJHWHG�XVHUV�WKDQ�VKHHU�DEVROXWH�VL]H��$QG��DV�PDQ\

RQFH� GRPLQDQW� RII�OLQH� DQG� RQOLQH� PHGLD� JLDQWV� KDYH� OHDUQHG� IURP

ELWWHU� H[SHULHQFH�� WKH� SUHVHQFH� RI� HQRXJK� QLFKH� SOD\HUV�ZLWK� VFDOH� LQ

WKHLU� VHJPHQW� FDQ� UHDOO\� PDNH� D� GHQW� RU� HYHQ� NLOO� D� PDVV� EXVLQHVV�

&RPGH[�� RQFH� WKH� ZLOGO\� SURILWDEOH� EURDG�EDVHG� WHFKQRORJ\� WUDGH

VKRZ��ZDV�QLFKHG�WR�GHDWK�E\�FRPSHWLQJ�VSHFLDOL]HG�VKRZV�IRFXVLQJ�RQ

LQFUHDVLQJO\�QDUURZ�VXEVHFWRUV��<DKRR�DQG�$2/�ZHUH� IRU�D� WLPH� WKH

LQGLVSHQVDEOH� RQ�UDPSV� WR� WKH� LQWHUQHW� ZULW� ODUJH� EXW� DUH� QRZ� D

VKDGRZ� RI� WKHLU� IRUPHU� VHOYHV� DV� XVHUV� LQFUHDVLQJO\� WXUQ� WR� VHUYLFHV

GHGLFDWHG�WR�WKHLU�SDUWLFXODU�QHHGV�DQG�LQWHUHVWV�

)DFHERRN�KDV�DOZD\V�EHHQ�ZHOO�DZDUH�RI�WKLV�LQKHUHQW�ULVN�DQG�KDV

DJJUHVVLYHO\� WULHG� WR� VWD\� DKHDG� RI� LW� ERWK� E\� FRQWLQXRXV� SURGXFW

GHYHORSPHQW�DQG�E\�TXLFNO\�FRS\LQJ�WKH�IXQFWLRQDOLW\�RI�QHZ�HQWUDQWV

ZKR� VHHP� WR� JDLQ� WUDFWLRQ�� 'HVSLWH� WKH� SURGLJLRXV� VWUXFWXUDO

DGYDQWDJHV� GHVFULEHG�� HYHQ� WKHVH� HIIRUWV� DORQH� KDYH� QRW� EHHQ� IXOO\

VXFFHVVIXO� DV� D� QXPEHU� RI� GLIIHUHQWLDWHG� VRFLDO� QHWZRUNV� KDYH� JDLQHG

WUDFWLRQ��8QWLO� UHFHQWO\� DW� OHDVW�� )DFHERRN�KDG�RQH� DGGLWLRQDO� FULWLFDO
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WRRO� LQ� LWV� NLW� WR� SXVK� EDFN� DJDLQVW� RQJRLQJ� WKUHDWV� WR� LWV� UHODWLYH

SRVLWLRQ��PHUJHUV�DQG�DFTXLVLWLRQV�

$�FRPSDQ\ÖV�DFTXLVLWLRQV�VHUYH�DV�DQ�LPSRUWDQW�ØWHOOÙ�ZLWK�UHVSHFW

WR�LWV� OHDGHUVKLSÖV�RZQ�SHUFHSWLRQ�RI�SRWHQWLDO�YXOQHUDELOLWLHV��7KH�OLVW

RI�GLVDVWURXV�GHDOV� LV� IDU� ORQJHU� WKDQ� WKH� OLVW�RI� WKH�ZLOGO\� VXFFHVVIXO�

7KHUH�DUH�PDQ\�ZD\V�IRU�D�GHDO�WR�EH�SHUFHLYHG�DV�D�IDLOXUH��IURP�EDG

VWUDWHJ\� WR� EDG� H[HFXWLRQ� WR� MXVW� RYHUSD\LQJ�� 2IWHQ� LW� LV� VRPH

FRPELQDWLRQ�RI�WKHVH�IDFWRUV��*LYHQ�WKH�DSSDUHQW�ULVNV��SDUWLFXODUO\�RI

ODUJH�� KLJK�SURILOH� 0	$�� LW� LV� VDIH� WR� DVVXPH� WKDW� WKH� SHUFHLYHG

GDQJHUV�RI�QRW�GRLQJ� WKH�GHDO�ZHUH�HYHQ�JUHDWHU��+HQFH� WKH�SRWHQWLDO

LQVLJKW� LQWR�D�FRPSDQ\ÖV�VHOI�DVVHVVPHQW�RI�WKH�ULVNV�WR� LWV�VWDQGDORQH

RUJDQLF� EXVLQHVV� SODQ� DQG� WKH� OLPLWDWLRQV� RI� LWV� LQWHUQDO� GHYHORSPHQW

FDSDELOLWLHV�

)DFHERRNÖV� DFTXLVLWLRQ� RI� ,QVWDJUDP� LQ� ����� IRU� ��� ELOOLRQ� DQG

:KDWV$SS� LQ� ����� IRU� ���� ELOOLRQÔDV� RI� 'HFHPEHU� ����� ERWK� DUH

QRZ� VXEMHFW� WR� UHWURDFWLYH� DWWDFN� E\� WKH� QHZO\� DJJUHVVLYH� VWDWH� DQG

IHGHUDO� DQWLWUXVW� DXWKRULWLHV��ÔDUH� RQO\� LWV�PRVW� QRWDEOH� DFTXLVLWLRQV

RI�FRPSHWLQJ�VRFLDO�PHGLD�DQG�FRPPXQLFDWLRQ�WRROV�WKDW�PDQDJHG�WR

HVWDEOLVK� PHDQLQJIXO� VFDOH� QRWZLWKVWDQGLQJ� LWV� RZQ� SURGLJLRXV

DGYDQWDJHV�� ,QVWDJUDP� ZDV� VWURQJHVW� LQ� WKH� WHHQ� GHPRJUDSKLF� DQG

PRELOH�� ZKHUH� )DFHERRN� ZDV� ZHDNHVW�� DQG� :KDWV$SS� KDG� EHHQ

DFTXLULQJ� XVHUV� IDVWHU� WKDQ� DQ\� FRPSDQ\� LQ� KLVWRU\���� =XFNHUEHUJÖV

HPDLOV�KLJKOLJKW�KLV�EHOLHI� WKDW� WKHUH�DUH�ØD�ILQLWH�QXPEHU�RI�GLIIHUHQW

VRFLDO�PHFKDQLFV�WR�LQYHQWÙ�EXW�WKDW�WKHVH�DOWHUQDWLYH�ØVRFLDO�SURGXFWVÙ

ZRXOG� KDYH� WKHLU� RZQ� QHWZRUN� HIIHFWV�� %X\LQJ� DV� PDQ\� RI� WKHVH

SRWHQWLDO� WKUHDWV� WKDW� RSHUDWHG� FRPSOHWHO\� RXWVLGH� RI� WKH� RUELW� RI

)DFHERRN�ZDV�D�NH\�VWUDWHJ\��DV�WKHUH�DUH�QR�HDV\�RU�REYLRXV�ZD\V�WR

GLUHFWO\�FRPSHWH�ZLWK�RQH�VRFLDO�PHFKDQLF�IURP�ZLWKLQ�WKH�IUDPHZRUN

RI�DQRWKHU��%XW�DW�WKH�HQG�RI�WKH�GD\��ILQLWH�FDQ�VWLOO�EH�D�ELJ�QXPEHU�

DQG�\RX�FDQ�RQO\�EX\�VR�PDQ\ÔHYHQWXDOO\�UHJXODWRUV�ZLOO�FDWFK�RQ��$V

=XFNHUEHUJ� FRQFHGHG� LQ� DQ� HPDLO� WR� KLV� &)2�� ØZKDW� ZH� DUH� UHDOO\

EX\LQJ�LV�WLPH�Ù��

0\�&ROXPELD�FROOHDJXH�3URIHVVRU�7LP�:X�KDV�UXHIXOO\�QRWHG�WKDW

Ø)DFHERRN� PDQDJHG� WR� VWULQJ� WRJHWKHU� VL[W\�VHYHQ� XQFKDOOHQJHG
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DFTXLVLWLRQV�Ù���%XW�WLPH�GRHV�DSSHDU�WR�KDYH�UXQ�RXW�RQ�WKH�VWUDWHJ\

RI� XVLQJ� DFTXLVLWLRQV� WR� SUHVHUYH� LWV� UHODWLYH� VFDOH�� (YHQ� EHIRUH� WKH

-XVWLFH�'HSDUWPHQW�DQQRXQFHG�LWV�EURDG�UHYLHZ�RI�)DFHERRN�DQG�RWKHU

WHFK� JLDQWV� LQ� �������� WKH� FRPSDQ\� KDG� GHFLGHG� WR� DEDQGRQ� D

SRWHQWLDO� DFTXLVLWLRQ�RI� WKH� YLGHR�IRFXVHG� VRFLDO� QHWZRUN�+RXVHSDUW\

ØIRU� IHDU� RI� LQFLWLQJ� DQWLWUXVW� FRQFHUQV�Ù� DFFRUGLQJ� WR� D�1HZ� <RUN

7LPHV� UHSRUW���� =XFNHUEHUJÖV� DSSDUHQW� DJJUHVVLYH� HIIRUWV� LQ� ����� WR

KREEOH� 7LN7RN� XVLQJ� SROLWLFDO� LQIOXHQFH�PD\� KDYH� VLPSO\� UHIOHFWHG� D

VHQVH� RI� FLYLF� UHVSRQVLELOLW\�� RU� LW�PD\� KDYH� MXVW� EHHQ� WKH� UHDOL]DWLRQ

WKDW�WKH�JRYHUQPHQW�ZRXOG�KDYH�EORFNHG�DQ\�DWWHPSW�WR�EX\�WKH�ODWHVW

FRPSHWLQJ�ØVRFLDO�PHFKDQLF�Ù��

7KDW� WKH� JRYHUQPHQW� KDV� DFWXDOO\� ILOHG� LWV� ORQJ�DQWLFLSDWHG� VXLW

VHHNLQJ�WR�EUHDN�XS�)DFHERRN�LV�XQOLNHO\�WR�KDYH�D�PHDQLQJIXO�LPSDFW

RQ� WKH� FRPSDQ\�� 0RVW� REYLRXVO\�� WKH� FRPSODLQW� ZLOO� WDNH� \HDUV� WR

UHVROYH�DQG�LV�GLIILFXOW�WR�SURYH���DQG�HYHQ�KDUGHU�WR�LPSOHPHQW����%XW

WKH�VXSSRVHGO\�GDPQLQJ�FRPPXQLFDWLRQV�E\�=XFNHUEHUJ�WKDW�OLH�DW�WKH

KHDUW�RI�WKH�FDVH�DFWXDOO\�UHYHDO�DQ�HYHQ�PRUH�IXQGDPHQWDO�SUREOHP���

&RPSHWLQJ� VRFLDO� QHWZRUNV� EDVHG� RQ� GLIIHUHQW� VRFLDO� PHFKDQLFV

FRPSHWH�IRU�XVHUVÖ�WLPH�DQG�DWWHQWLRQ��EXW�WKHUH�LV�OLWWOH�HYLGHQFH�WKDW�D

OHDGHUVKLS�SRVLWLRQ�LQ�RQH�PHFKDQLF�ZRXOG�SURYLGH�D�FOHDU�JDWHZD\�WR

GRPLQDWLQJ� DQRWKHU���� ,W� VHHPV� IDQFLIXO�� IRU� LQVWDQFH�� WKDW� DQ

LQGHSHQGHQW�:KDWV$SS�ZRXOG�KDYH�EHHQ�LQFOLQHG�RU�DEOH�WR�ODXQFK�D

VXFFHVVIXO� WUDGLWLRQDO� VRFLDO� QHWZRUN� WKDW� FRPSHWHV� GLUHFWO\� ZLWK

)DFHERRN�� ,QGHHG�� JLYHQ� WKDW� :KDWV$SS� KDV� JHQHUDWHG� DOPRVW� QR

UHYHQXHV�LQ�WKH�VHYHQ�\HDUV�VLQFH�=XFNHUEHUJ�SDUWHG�ZLWK�����ELOOLRQ�WR

RZQ�LWÔHYHQ�DV�)DFHERRN�LQYHVWHG�JHQHURXVO\�WR�EXLOG�WKH�PHVVDJLQJ

VHUYLFHÖV� IXQFWLRQDOLW\� DQG� XVHU� EDVHÔWKH� DOWHUQDWLYH� QDUUDWLYH� WKDW

FRQVXPHUV� DUH� IDU� EHWWHU� RII� DV� D� UHVXOW� RI� )DFHERRNÖV� LPSURYHPHQWV

VHHPV� SUHWW\� FUHGLEOH�� 7KH� HPDLOV� UHYHDO� D� IUDQWLF� DQG� IULJKWHQHG

)DFHERRN�&(2�VFUDPEOLQJ� WR�RZQ�DQG�RSWLPL]H� DV�PDQ\�DOWHUQDWLYH

VRFLDO� PHFKDQLFV� DV� SRVVLEOH� WR� HQVXUH� KLV� FRPSDQ\ÖV� FRQWLQXHG

UHOHYDQFH�LQ�D�FKDQJLQJ�ODQGVFDSH��IDU�PRUH�WKDQ�DQ�HIIRUW�WR�VXIIRFDWH

DQ�HPHUJLQJ�FRPSHWLWRU�LQ�WKH�FUDGOH�
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$Q� HPSLUH�EXLOGLQJ�&(2� UDQWLQJ� WR� VXERUGLQDWHV� RQOLQH�PD\�QRW

EH� DWWUDFWLYH�� EXW� LW� LV� QRW� FOHDU� WKDW� LW� FDOOV� IRU� JRYHUQPHQW

LQWHUYHQWLRQ�� (YHQ� LI� RQH� GD\� )DFHERRN� LV� IRUFHG� WR� GLYHVW� WKH� WZR

DFTXLUHG� FRPSDQLHV�� LW� PD\� EH� DQ� ØH[LVWHQWLDO� WKUHDWÙ��� WR

=XFNHUEHUJÖV� VRFLDO� VWDQGLQJ� LQ� 6LOLFRQ� 9DOOH\�� EXW� WKH� VKDUHKROGHUV

ZLOO�GR�MXVW�ILQH��7KLV�LV�PRVW�HYLGHQW�LQ�WKH�FDVH�RI�:KDWV$SS��WKH�IDU

PRUH�H[SHQVLYH�DFTXLVLWLRQ�EHLQJ�WDUJHWHG�E\�UHJXODWRUV��DV�LW�GHWUDFWV

PHDQLQJIXOO\� IURP� )DFHERRNÖV� ERWWRP� OLQH�� GRHVQÖW� VHOO� DGYHUWLVLQJ�

DQG�VWLOO�UXQV�RQ�DQ�LQGHSHQGHQW�HQFU\SWHG�SODWIRUP����,I�LW�ZHUH�WR�EH

VSXQ� RII�� )DFHERRNÖV� SURILWV� ZRXOG� JR� XS� DQG� VKDUHKROGHUV� ZRXOG

VHSDUDWHO\�RZQ�DQ� LQGHSHQGHQW�:KDWV$SS�ZKRVH�SXEOLF�YDOXH�ZRXOG

EH�URRWHG�LQ�VRPH�QRQSURILW�EDVHG�PHWULF�RU�VSHFXODWLRQ�UHJDUGLQJ�DQ

DOWHUQDWLYH�GHHS�SRFNHWHG�SXUFKDVHU���

7KH� VHFRQG� SULPDU\� WKUHDW� WR� QHWZRUN� HIIHFWV� EXVLQHVVHV� VWHPV

IURP� WKH� LQKHUHQW� FKDOOHQJHV� WR� VHFXULQJ� FXVWRPHU� FDSWLYLW\� LQ� WKH

GLJLWDO�UHDOP��<HV��WKH�LQWHUQHW�SURYLGHV�QHZ�RSSRUWXQLWLHV�WR�DXJPHQW

VZLWFKLQJ� FRVWV� E\� LQWHJUDWLQJ� KLVWRULFDO� XVDJH� GDWD�� SHUVRQDOL]LQJ

SURGXFWV�WR� LQFUHDVH�VHDUFK�FRVWV��DQG�IDFLOLWDWLQJ�WKH�UHJXODU�XVH�WKDW

EXLOGV�KDELW��%XW�DW� WKH�HQG�RI� WKH�GD\��JRRG�HQRXJK�DOWHUQDWLYHV�DUH

JHQHUDOO\�RQO\�D� FOLFN�DZD\��)RU�D�EXVLQHVV�� WKH�SUREOHP�ZLWK�DOO� WKH

UHPDUNDEOH�DWWULEXWHV�RI�WKH�LQWHUQHW�LV�WKDW�WKH\�DUH�DYDLODEOH�WR�HYHU\

RWKHU�EXVLQHVV��7KH� VSHHG�ZLWK�ZKLFK� FRPSHWLWRUV� FDQ� UHSOLFDWH� \RXU

EHVW� QHZ� IHDWXUH� RU� FROOHFW� HQRXJK� GDWD� WR� EH� DEOH� WR� HQWLFH� \RXU

FXVWRPHUV�FDQ�EH�VWDUWOLQJ�

,QDGYHUWHQWO\�JLYLQJ�D�FXVWRPHU�DQ�H[FXVH�WR�WU\�VRPHWKLQJ�HOVH�LV�D

WUXO\�EDG�LGHD��+ROGLQJ�RQ�WR�UHJXODU�XVHUV�UHTXLUHV�UHOHQWOHVV�YLJLODQFH

RQ�SURGXFW��RQ�WHFKQRORJ\��DQG�RQ�FXVWRPHU�VHUYLFH�IRU�VWDUWHUV��$QG

ZKHQ� WKH� EXVLQHVV� \RX� DUH� LQ� LV� VRFLDO� QHWZRUNLQJ�� LW� UHTXLUHV� WUXVW�

$QG�D�VHULHV�RI�FRUSRUDWH�VFDQGDOV�DW�)DFHERRN�KDYH�VKDNHQ�WKH�WUXVW

RI�WKH�XVHU�EDVHÔQRW�MXVW�PHPEHUV��PLOOLRQV�RI�ZKRP�KDYH�ILJXUHG�RXW

KRZ� WR� GURS� WKH� VHUYLFH� GHVSLWH� WKH� REVWDFOHV� QRWHG���� EXW� DOVR

DGYHUWLVHUV���

&DPEULGJH� $QDO\WLFD�� 5XVVLDQ� �DQG� ,UDQLDQ� DQG� RWKHU�� LQIOXHQFH

FDPSDLJQV��SULYDF\�YLRODWLRQV��WKH�XVH�RI�WKH�SODWIRUP�WR�VSUHDG�KDWH�
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IDNH� QHZV�� DQG� HYHQ� IDFLOLWDWH� JHQRFLGH�� VHFUHW� GDWD�VKDULQJ

DJUHHPHQWV�� VHFXULW\� EXJV�� VKDG\� RSSRVLWLRQ� UHVHDUFK� RSHUDWLRQV�

LQIODWHG� XVHU� PHWULFV�� DQG� WKDW� ZDV� MXVW� �������� 6KRFNLQJO\�� WKLV

FDWDORJXH� RI� XQIRUWXQDWH� HYHQWV� DFWXDOO\� IROORZHG� =XFNHUEHUJÖV�1HZ

<HDUÖV�SOHGJH�WR�PDNH�LW�KLV�ØSHUVRQDO�FKDOOHQJHÙ�WR�IRFXV�RQ�ØIL[LQJÙ

WKH�LVVXHV�UHODWHG�WR�PLVXVH�RI�WKH�SODWIRUP�WKDW�KDG�DOUHDG\�HPHUJHG

EHIRUH�WKDW�WLPH���� 6LQFH� WKHQ��DW� OHDVW� DFFRUGLQJ� WR�D�EORJ�SRVW�E\�D

JURXS�RI�DQRQ\PRXV�)DFHERRN�HPSOR\HHV��ØWKLQJV�KDYH�JRWWHQ�ZRUVHÙ

RQ� D� QXPEHU� RI� H[LVWLQJ� DQG� QHZ� IURQWV�� IURP� LQFUHDVLQJO\� YRFDO

FKDUJHV� RI� LQVWLWXWLRQDO� UDFLVP��� WR� DQ� HPSOR\HH� ØYLUWXDO� ZDONRXWÙ

SURWHVWLQJ� WKH� FRPSDQ\ÖV� FRQWLQXHG� UHIXVDO� WR�SROLFH�SROLWLFDO� VSHHFK�

QR�PDWWHU�KRZ�LQIODPPDWRU\��WR�LQWHUPLWWHQW�DGYHUWLVHU�ER\FRWWV���

:KHQ� WKH� H[SHUWV�ZHLJKHG� LQ� RQ�ZKDW�ZHQW�ZURQJ� DW� )DFHERRN�

WKH\�RYHUZKHOPLQJO\�SRLQWHG�WR�LWV�FXOWXUH��6SHFLILFDOO\��WKH�VWRU\�JRHV

WKDW� LWV� ØFXOW�OLNHÙ� FXOWXUH� ØKDV� FRQWULEXWHG� WR� WKH� FRPSDQ\ÖV� ZHOO�

SXEOLFL]HG� ZDYH� RI� VFDQGDOVÙ��� E\� GLVFRXUDJLQJ� GLVVHQW�� XVLQJ� WKH

ØVWDFN�UDQNLQJÙ� SHUIRUPDQFH� SLRQHHUHG� E\� -DFN� :HOFK� DW� *HQHUDO

(OHFWULF� LQ�WKH�����V��DQG�XVLQJ�SHHU�UHYLHZV�WR�DUWLILFLDOO\�HQFRXUDJH

FROODERUDWLRQ�

(DUOLHU� ZH� KLJKOLJKWHG� WKH� LPSRUWDQFH� RI� D� FXOWXUH� RI� RSHUDWLQJ

H[FHOOHQFH� LQ� SURWHFWLQJ� FXVWRPHU� FDSWLYLW\� DQG� VXJJHVWHG� WKDW

)DFHERRN� KDG� ORQJ� KDG� VXFK� D� FXOWXUH�� ,URQLFDOO\�� XQWLO� UHFHQWO\�� WKH

VWURQJ�FXOWXUH�KDG�EHHQ�IUHTXHQWO\�FLWHGÔHYHQ�E\�WKRVH�ZKR�QRZ�VDZ

LW� DV� WKH� VRXUFH� RI� WKH� WURXEOH��ÔDV� D� NH\� HOHPHQW� RI� ZKDW� PDGH

)DFHERRN�ØWKH�EHVW�UXQ�FRPSDQ\�LQ�WHFKQRORJ\�Ù���:KDWÖV�PRUH�� WKH

LQWHQVH� PLVVLRQ�GULYHQ� SHUIRUPDQFH� FXOWXUH� ZDV� W\SLFDOO\� JLYHQ� DV� D

NH\�GULYHU�RI�ZK\�LW�ZDV�UDQNHG�IRU�WKH�WKLUG�\HDU�LQ������DV�WKH�VLQJOH

EHVW� SODFH� WR� ZRUN� LQ� $PHULFD���� $IWHU� WKH� VFDQGDOV� RI� ������ WKH

FRPSDQ\�IHOO�WR�QXPEHU�VHYHQ��PDUNLQJ�WKH�QLQWK�FRQVHFXWLYH�\HDU�RQ

WKH� OLVW�� DQG� ZDV� VWLOO� KLJKHU� UDQNHG� WKDQ� DQ\� RI� WKH� RWKHU� )$$1*

FRPSDQLHV����7KH�IROORZLQJ�\HDU�LW�IHOO�DQRWKHU�VL[WHHQ�VORWV�WR�WZHQW\�

WKLUG��IDOOLQJ�EHKLQG�*RRJOH�DQG�HYHQ�0LFURVRIW���

7KHUH�LV�REYLRXVO\�D�SUREOHP�DW�)DFHERRN��,W�LV�QRW�FOHDU��KRZHYHU�

WKDW� LWV� PDQLDFDO� FRPPLWPHQW� WR� FRQWLQXRXV� LPSURYHPHQW� LV� WKH
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SUREOHP��5DWKHU��WKH�SUREOHP�ZRXOG�VHHP�WR�EH�WKH�QDUURZQHVV�RI�WKH

REMHFWLYHV� XSRQ� ZKLFK� WKRVH� LPSURYHPHQWV� ZHUH� DSSOLHG� DQG� WKHLU

UHODWLYH� SULRULW\�� 7KH� VWUXFWXUDO� IUDJLOLW\� RI� HYHQ� WKH� ODUJHVW� VRFLDO

QHWZRUNV�GHPDQGV�WKDW�SURWHFWLQJ�WUXVW�UHTXLUHV�D�YDVWO\�EURDGHU�DQG

PRUH� QXDQFHG� VHW� RI� FRUSRUDWH� DLPV� WKDQ� RSWLPL]LQJ� FXVWRPHU

HQJDJHPHQW�DQG�VKRUW�WHUP�PRQHWL]DWLRQ�

7KH� UDQJH� RI� LVVXHV� WKDW� KDYH� WKUHDWHQHG� )DFHERRN� DFWXDOO\

KLJKOLJKW� WKH�QHHG� IRU�JUHDWHU��QRW� UHOD[HG��RSHUDWLQJ�GLVFLSOLQH��$V�D

XVHU�RU�DQ�DGYHUWLVHU��,�ORYH�WKH�LGHD�RI�D�FXOW�FRPPLWWHG�WR�SURWHFWLQJ

WKH� LQWHJULW\� RI� WKH� QHWZRUN� LQ� WKH� IDFH� RI� HYHU\WKLQJ� IURP� KRVWLOH

JRYHUQPHQWV�� VFDP�DGV��DQG� IDNH�SURILOHV��7KH�SUREOHP�KDV�QRW�EHHQ

WKDW�)DFHERRN�LV�D�FXOW��7KH�SUREOHP�LV�WKH�HQG�WR�ZKLFK�WKDW�FXOW�KDV

EHHQ�GHGLFDWHG�

7UXVW�� RQFH� EURNHQ�� LV� QRW� HDVLO\� UHJDLQHG�� :KHWKHU� WKH� FXUUHQW

OHDGHUVKLS� DW� )DFHERRN� LV� XS� WR� WKH� WDVN� UHPDLQV� DQ� RSHQ� TXHVWLRQ�

(DUOLHU�ZH� QRWHG� WKH� LURQ\� RI� WKH� IDFW� WKDW� LW�ZDV� WUXVW� WKDW� DOORZHG

)DFHERRN� WR� SHUPDQHQWO\� RYHUWDNH� WKH� PDQ\� VRFLDO� QHWZRUNV� WKDW

SUHFHGHG� LW�� $QRWKHU� LURQ\�� QRW� ZLGHO\� DSSUHFLDWHG�� LV� WKDW� WKHUH� LV

VWURQJ� HYLGHQFH� WKDW� )DFHERRNÖV� HQRUPRXV� VFDOH� KDV� HQDEOHG� LW� WR

FRPEDW� ØIDNH� QHZVÙ� DQG� RWKHU� VXEYHUVLYH� IRUFHV� RQ� WKH� LQWHUQHW� IDU

PRUH� HIIHFWLYHO\� WKDQ� LWV� VPDOOHU� SHHUV�� $IWHU� WKH� ����� HOHFWLRQ�

)DFHERRN� KLUHG� WKRXVDQGV� RI� HQJLQHHUV� DQG� FRQWHQW� PRGHUDWRUV� WR

JUHDW�HIIHFW��$�UHFHQW�VWXG\�GHPRQVWUDWHV�WKDW�WKLV�UHGXFHG�WKH�SUREOHP

RQ�)DFHERRN�E\�PRUH� WKDQ�KDOI�� HYHQ�ZKLOH� LW� FRQWLQXHG� WR�JURZ�RQ

RWKHU� QHWZRUNV� OLNH� 7ZLWWHU���� 7KH� IDFW� WKDW� WKH� RYHUDOO� SUREOHP� RI

PLVLQIRUPDWLRQ�RQ�VRFLDO�PHGLD�KDV� LQFUHDVHG�GXULQJ�WKH� ODVW�HOHFWLRQ

F\FOH���KLJKOLJKWV�WKH�LQKHUHQW�FKDOOHQJHV�WR�HIIHFWLYHO\�FRPEDWWLQJ�WKLV

VFRXUJH�� %XW� DOWKRXJK� WKH� SXEOLF� DQG� UHJXODWRUV� VHH� )DFHERRN� ZLWK

VRPH� MXVWLILFDWLRQ� DV� WKH� ELJJHVW� SDUW� RI� WKH� SUREOHP�� LW� DOVR� KDV� WKH

SRWHQWLDO�WR�EH�WKH�ELJJHVW�SDUW�RI�WKH�VROXWLRQ�

7KLV�LV�QRW�WR�LPSO\�WKDW�DQ\RQH�VKRXOG�IHHO�VRUU\�IRU�)DFHERRN�RU

WKDW�WKH\�DUH�ZLWKRXW�IDXOW��7R�ERUURZ�IURP�D�VXSHUKHUR�PRYLH����ZLWK

JUHDW� SRZHU� FRPHV� JUHDW� UHVSRQVLELOLW\�� DQG� WKH� EDU� IRU� )DFHERRN

VKRXOG� EH� VLJQLILFDQWO\� KLJKHU�� %XW� LQ� GHVLJQLQJ� RSWLPDO� UHJXODWRU\

103



VROXWLRQV�� ERWK� WKH� DGYDQWDJHV� DQG� GDQJHUV� RI� VFDOH� PXVW� EH

FRQVLGHUHG��$QG� LQ� WKH�PHDQWLPH�� XVHUV� DQG� DGYHUWLVHUV� GR� QRW� VHHP

LQFOLQHG� WR� JLYH� )DFHERRN� FUHGLW� IRU� PDNLQJ� DQ� LPSRUWDQW� EXW

QHFHVVDULO\� LPSHUIHFW� FRQWULEXWLRQ� WR� WKH�SUREOHP�RI�PDOLFLRXV�XVH�RI

WKH�LQWHUQHW�UHJDUGOHVV�RI�KRZ�PXFK�WKH�FRPSDQ\�LQYHVWV�LQ�WKH�HIIRUW�

%XW� WKH� IDFW� WKDW� WKLV� ZLOO� UHSUHVHQW� D� FRQWLQXLQJ� DQG� SRWHQWLDOO\

LQWUDFWDEOH� 35� SUREOHP� IRU� )DFHERRN� GRHV� QRW� GLPLQLVK� WKH

LPSRUWDQFH�RI�=XFNHUEHUJ�GHYRWLQJ�KLV�FXOW�WR�GRLQJ�HYHU\WKLQJ�LW�FDQ

WR�VROYH�WKH�LVVXH�QRQHWKHOHVV�

7KH� JRRG� QHZV� IRU� )DFHERRN�� RU� ZKDWHYHU� DOWHUQDWLYH� ØVRFLDO

PHFKDQLFÙ�VXFFHHGV�WKHP��LV�WKDW�FRQWUDU\�WR�WKH�VLPSOLVWLF�FRQFHLW�RI

WKH� 3ODWIRUP� 'HOXVLRQ�� WKH� EXVLQHVV� GRHV� QRW� UHO\� VLPSO\� RQ� WKH

IO\ZKHHO�RI�QHWZRUN�HIIHFWV��,I�LW�GLG��UHFHQW�HYHQWV�ZRXOG�KDYH�HQVXUHG

D�VZLIW�H[RGXV�RI�XVHUV�WR�DQ\�QXPEHU�RI�FRPSHWLQJ�VRFLDO�SODWIRUPV�

,QVWHDG�� WKH� FRPSOH[� ZHE� RI� PXWXDOO\� UHLQIRUFLQJ� FRPSHWLWLYH

DGYDQWDJHV� WKDW� EROVWHU� WKH� QHWZRUN� HIIHFWV� KDYH� ERXJKW� )DFHERRN

VRPHWKLQJ� SULFHOHVV� LQ� WKH� RWKHUZLVH� PHUFLOHVVO\� FRPSHWLWLYH� GLJLWDO

MXQJOH��WLPH�WR�JHW�LW�ULJKW�

.(<�&+$37(5�7$.($:$<6

���)DFHERRN��WKH�OHDGLQJ�VRFLDO�SODWIRUP��LV�D�QHWZRUN�H4HFWV�GULYHQ�IUDQFKLVH

WKDW� DSSHDUV� WR� UHSUHVHQW� D� ZLQQHU�WDNH�PXFK� LI� QRW� ZLQQHU�WDNH�PRVW

�GHSHQGLQJ� RQ� PDUNHW� GH2QLWLRQV�� PDUNHW�� EURDGO\� FRQVLVWHQW� ZLWK� WKH

DVVXPSWLRQV�RI�WKH�3ODWIRUP�'HOXVLRQ�

���7KH� XOWLPDWH� IDLOXUH� RI� SUHGHFHVVRU� VRFLDO� SODWIRUPV� WKDW� WHPSRUDULO\

DFKLHYHG�DSSDUHQW�PDUNHW�GRPLQDQFH�VXJJHVWV��KRZHYHU��WKDW�RWKHU�IDFWRUV

EH\RQG�QHWZRUN�H4HFWV�XQGHUSLQ�)DFHERRNWV�UHVLOLHQFH�

���7LPLQJ�RI�)DFHERRNWV�JURZWK�ZDV�SURSLWLRXV�EDVHG�RQ�WKH�HVWDEOLVKPHQW�RI

ZLGHO\�DFFHSWHG�VRFLDO�PHGLD�XVH�FDVHV�DQG�WKH�DYDLODELOLW\�RI�WHFKQRORJLHV

DQG�FRQQHFWLYLW\�WKDW�VXSSRUWHG�D�VDWLVI\LQJ�XVHU�H[SHULHQFH��7KH�VXFFHVV�RI

)DFHERRNWV� GHYHORSHU� SODWIRUP� DOVR� UHLQIRUFHG� LWV� GLUHFW� QHWZRUN� H4HFWV

ZLWK�LQGLUHFW�H4HFWV��,Q�DGGLWLRQ��)DFHERRNWV�LQLWLDO�IRFXV�RQ�VHUYLQJ�DOUHDG\

HVWDEOLVKHG�QHWZRUNV�DQG�FRQWLQXRXVO\�LQYHVWLQJ�LQ�WRROV�WR�GHPRQVWUDWH�WKH

YDOXH� RI� WKH� SODWIRUP� HQVXUHG� D� VLJQL2FDQWO\� VWURQJHU� OHYHO� RI� FXVWRPHU

FDSWLYLW\�RQFH�VFDOH�ZDV�UHDFKHG�
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���2Q� WKH� VXSSO\� VLGH�� WKRVH� 5	'� LQYHVWPHQWV�� ZKLFK� UHSUHVHQW� D� KLJKHU

SHUFHQWDJH�RI�RYHUDOO�FRVWV�WKDQ�DQ\�RI�LWV�)$$1*�EUHWKUHQ��SURYLGH�DQRWKHU

LPSRUWDQW�HQWU\�EDUULHU��7KLV�VFDOH�DGYDQWDJH� LV�UHLQIRUFHG�E\�WKH� OHDUQLQJ

DGYDQWDJHV� WKDW� DOORZ� )DFHERRN� WR� GHOLYHU� XQLTXHO\� H4HFWLYH� DGYHUWLVLQJ

RSSRUWXQLWLHV�� ,W� LV� WKLV� SRZHUIXO� FRPELQDWLRQ� RI� VXSSO\� DQG� GHPDQG

DGYDQWDJHV� WKDW� PDNH� WKH� EDUULHU� IRUPHG� E\� )DFHERRNWV� FRUH� QHWZRUN

H4HFWV�VR�VROLG�

���6ROLG� LV� QRW� LPSHQHWUDEOH�� QHWZRUN� H4HFWV� QRWZLWKVWDQGLQJ�� DV� WKH

HPHUJHQFH�RI�QHZ�VLJQL2FDQW�SOD\HUV� LQ� LWV�FRUH�PDUNHWV�DQG� LWV� IDLOXUH�WR

GLVSODFH� LQFXPEHQWV� LQ� RWKHU� PDUNHWV� UHYHDOV�� -XVW� DV� WKH� HDUO\� WUXVW

EHVWRZHG� E\� LWV� PHWKRGLFDO� JURZWK� DURXQG� HVWDEOLVKHG� QHWZRUNV� EXLOW

LPSRUWDQW�HDUO\�FXVWRPHU�FDSWLYLW\��WKH�IDLOXUH�WR�UHHVWDEOLVK�)DFHERRN�DV�D

VDIH�SODFH�WR�XQGHUWDNH�GHHSO\�SHUVRQDO�VRFLDO�LQWHUDFWLRQV�SRVHV�UHDO�ORQJ�

WHUP�ULVN�WR�WKH�IUDQFKLVH�
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�

$0$=21��&$1�<28�+$9(�722�08&+�2)�$�*22'�7+,1*"

21(� &203$1<� +$6� &20(� 72� PRVW� UHSUHVHQW� WKH� IHDUV�� KRSHV�� DQG

DVVXPSWLRQV� DVVRFLDWHG� ZLWK� WKH� 3ODWIRUP� 'HOXVLRQ� LQ� WKH� SXEOLF

LPDJLQDWLRQ�� $PD]RQ�� 7KLV� LV� LQ� SDUW� EHFDXVH� $PD]RQ� LV� WKH� RQO\

FRPSDQ\�WKDW�KDV�PDGH�EURDG�JOREDO�GRPLQDWLRQ�LWV�H[SOLFLW�FRUSRUDWH

REMHFWLYH��1RWKLQJ�� LQ� WKHRU\�� LV�EH\RQG� WKH� UHDFK�RI�ØWKH� HYHU\WKLQJ

VWRUH�Ù� DQG� LW� VHHPV� WKDW� D� PRQWK� UDUHO\� JRHV� E\� ZLWKRXW� $PD]RQ

DQQRXQFLQJ�D�QHZ�GRPDLQ�WKDW�LW�SODQV�WR�FRQTXHU��$QG�EDVHG�RQ�LWV

VSHFWDFXODU� VWRFN�SULFH�SHUIRUPDQFH�� LW� VHHPV� OLNH� WKH�KXEULV�RI� WKHVH

SURQRXQFHPHQWV�PXVW�EH�IXOO\�MXVWLILHG��%HWZHHQ�WKH�HQG�RI������DQG

WKH� HQG� RI� ������ $PD]RQ� VWRFN� DSSUHFLDWLRQ� ZDV� QRWKLQJ� VKRUW� RI

EUHDWKWDNLQJ��PXOWLSO\LQJ�LWV�YDOXH�DOPRVW�ILYH�WLPHV�LQ�ILYH�\HDUV�

,1�7+(�%(*,11,1*��$�6+257�+,6725<�2)�$0$=21

,W�LV�HDV\�WR�IRUJHW�$PD]RQÖV�KXPEOH�EHJLQQLQJV�JLYHQ�LWV�FXUUHQW�LFRQLF

VWDWXV��,I�)DFHERRN�LV�WKH�)$$1*�FRPSDQ\�ZKRVH�SDWK�FRPHV�FORVHVW

WR� WKH� QDUUDWLYH� RI� WKH� 3ODWIRUP� 'HOXVLRQÔQHWZRUN� HIIHFWV� IXHOHG

JURZWK� OHDGLQJ� WR� ZLQQHU�WDNH�DOO� RXWFRPHVÔWKHQ� $PD]RQ� LV� WKH

SRODU� RSSRVLWH�� $PD]RQ� VWDUWHG� RXW� DV� DQ� RQOLQH� ERRN� VHOOHU� ZKRVH

YDOXH�SURSRVLWLRQ�ZDV�WR�RIIHU�VXSHULRU�VHOHFWLRQ��VHUYLFH��DQG�SULFH��,WV

VWUDWHJ\� DQG� LWV�PRWWR� DV� IRUPXODWHG� E\� IRXQGHU� DQG� ORQJWLPH�&(2

-HII�%H]RV�ZDV� WR�Ø*HW�%LJ�)DVWÙ� LQ� WKLV�GRPDLQ� LQ�RUGHU� WR� LPSURYH

WHUPV� ZLWK� NH\� ZKROHVDOH� ERRN� GLVWULEXWRUV� RQ� ZKLFK� LW� UHOLHG� IRU

SURGXFW���7KH�QH[W�JURZWK�YHFWRU�RI�LWV�HDUO\�\HDUV�ZDV�WR�RIIHU�RWKHU

PHGLD� SURGXFWV�� PXVLF� DQG� YLGHRV�� WKDW� KDG� WKH� YLUWXH� RI� EHLQJ
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ORJLFDOO\�FRQQHFWHG��RII�OLQH�ERRN�VWRUHV�VROG�WKHVH�DV�ZHOO��DQG�VLPSOH

WR�VKLS�WRJHWKHU�ZLWK�ERRNV�

(YHQ�DV� LW�ZHQW�SXEOLF� LQ������DQG�FRQWLQXHG�WR�EUDQFK�RXW� LQWR

RWKHU��IDUWKHU�IOXQJ�SURGXFW�FDWHJRULHV��$PD]RQ�UHPDLQHG�YHU\�PXFK�D

GLJLWDO� YHUVLRQ� RI� D� WUDGLWLRQDO� UHWDLOHU�� $OUHDG\� D� QRWRULRXVO\� WKLQ�

PDUJLQHG��FRPSHWLWLYH�VHFWRU��UHWDLO�VHHPHG�RQO\�PRUH�VR�RQOLQH��1RW�D

QHWZRUN�HIIHFW�LQ�VLJKW�

,W� ZRXOG� EH� DOPRVW� D� GHFDGH� DIWHU� $PD]RQÖV� IRXQGLQJ� LQ� ����

EHIRUH�LW�ODXQFKHG�WKH�ØPDUNHWSODFHÙ�EXVLQHVV�WKDW�GRHV�LQGHHG�EHQHILW

IURP� QHWZRUN� HIIHFWV�� $PD]RQ� 0DUNHWSODFH� VHUYHV� DV� D� SODWIRUP

FRQQHFWLQJ� LQGHSHQGHQW� YHQGRUV� ZLWK� EX\HUV� LQ� WKHVH� WUDQVDFWLRQV

UDWKHU�WKDQ�DV�WKH�DFWXDO�UHWDLOHU��6LQFH�WKHQ��WKDW�EXVLQHVV�KDV�VWHDGLO\

JURZQ� IDU� IDVWHU� WKDQ� GLUHFW� VDOHV� RI� WKHLU� RZQ� SURGXFW��� 7RGD\

$PD]RQ� WUDQVDFWV� PRUH� VR�FDOOHG� WKLUG�SDUW\� VDOHV� RQ� LWV� SODWIRUPÔ

DURXQG�GRXEOH�WKH�YROXPHÔWKDQ�GLUHFW�VDOHV��%XW�EHFDXVH�WKH�UHYHQXHV

UHVXOWLQJ�IURP�WKLUG�SDUW\�VDOHV�DUH�VLPSO\�D����SHUFHQW�FRPPLVVLRQ�Ô

XQOLNH�GLUHFW�VDOHV�IRU�ZKLFK�WKH�IXOO�SXUFKDVH�SULFH�FRXQWV�DV�UHYHQXHV

ÔDV� DQ� DFFRXQWLQJ� PDWWHU� WKLV� VWLOO� UHSUHVHQWV� D� WLQ\� SRUWLRQ� RI� WKH

FRPSDQ\ÖV�RYHUDOO�EXVLQHVV�

7KHUH� ZHUH� RWKHU� DGYDQWDJHV� WR� WKH� 0DUNHWSODFH� EH\RQG� WKH

QHWZRUN� HIIHFWV� DQG� IDVWHU� JURZWKÔPRVW� QRWDEO\� WKDW�� XQOLNH

$PD]RQÖV�RULJLQDO�EXVLQHVV�PRGHO�� LW�ZDV� VWURQJO\�SURILWDEOH��:KDWÖV

PRUH��$PD]RQ� KDV� EHHQ� DEOH� WR� EXLOG� D� EURDGHU� WKLUG�SDUW\� VHUYLFHV

EXVLQHVV� SURYLGLQJ� IXOILOOPHQW� DQG� RWKHU� VXSSRUW� RII� WKH� EDFN� RI� LWV

PDUNHWSODFH� YHQGRU� UHODWLRQVKLSV�� 7KLV� KDV� DOORZHG� $PD]RQ� WR

OHYHUDJH� WKH� H[SHQVLYH� LQIUDVWUXFWXUH� RI� LWV� DOPRVW� FHUWDLQO\ÔHYHQ

WRGD\ÔPRQH\�ORVLQJ� GLUHFW� VDOHV� EXVLQHVV�� %XW� WKH� LQWHJUDWLRQ� RI

0DUNHWSODFH� SURGXFW� LQWR� WKH� $PD]RQ� GLJLWDO� VWRUHIURQW� KDG� D

GRZQVLGH�DV�ZHOO��D�ORVV�RI�FRQWURO�RYHU�WKH�FXVWRPHU�H[SHULHQFH��)RU�D

EXVLQHVV� ZKRVH� VXFFHVV� KLQJHG� RQ� GHOLYHULQJ� FOLHQW� VDWLVIDFWLRQ

VHDPOHVVO\� DQG� FRQVLVWHQWO\�� OHDYLQJ� WKDW� H[SHULHQFH� LQ� WKH� KDQGV� RI

LQGHSHQGHQW�VHOOHUVÔVRPH�RI�TXHVWLRQDEOH�SURYHQDQFHÔSRVHG�VHULRXV

DQG�XQDYRLGDEOH�ULVNV���$W� WKH�HQG�RI� WKH�GD\��JLYHQ�KRZ�FHQWUDO� WKH
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0DUNHWSODFH� EXVLQHVV� LV� WR� WKH� HFRQRPLF� YLDELOLW\� RI� WKH� HQWLUH� H�

FRPPHUFH�RSHUDWLRQ��WKRVH�KD]DUGV�ZRXOG�MXVW�QHHG�WR�EH�PDQDJHG�

6KRUWO\� DIWHU� WKH� LQLWLDO� ODXQFK� RI� $PD]RQ� 0DUNHWSODFH�� D� YLFH

SUHVLGHQW� LQ� ILQDQFH� VXJJHVWHG� IUHH� VKLSSLQJ� IRU� FXVWRPHUV�ZLOOLQJ� WR

ZDLW�D�IHZ�H[WUD�GD\V�DV�D�ZD\�WR�SULFH�GLVFULPLQDWH�EHWZHHQ�GLIIHUHQW

FXVWRPHU�VHJPHQWV��DV�DLUOLQHV�GR�ZLWK� IO\HUV�ZKR�VWD\�RYHU�6DWXUGD\

QLJKW���7KH�UHVXOWLQJ�Ø6XSHU�6DYHU�6KLSSLQJÙ�ODLG�WKH�JURXQGZRUN�IRU

D�PRUH�UHYROXWLRQDU\�LQQRYDWLRQ�LQ�������WKH�VXEVFULSWLRQ�PHPEHUVKLS

SURJUDP�FDOOHG�$PD]RQ�3ULPH�

/LNH�WKH�IUHTXHQW�IO\HU�ØPHPEHUVKLSÙ�SURJUDPV�DLUOLQHV�LQWURGXFHG

LQ� WKH� ����V�� WKH� DLP� RI� $PD]RQ� 3ULPH� ZDV� WR� LQWURGXFH� VRPH

FXVWRPHU�FDSWLYLW\�LQWR�D�KLJKO\�SULFH�FRPSHWLWLYH�UHWDLO�VHFWRU��Ø,W�ZDV

UHDOO\� DERXW� FKDQJLQJ� SHRSOHÖV� PHQWDOLW\� VR� WKH\� ZRXOGQÖW� VKRS

DQ\ZKHUH� HOVH�Ù� DFFRUGLQJ� WR� WKH� H[HFXWLYH� LQ� FKDUJH� RI� $PD]RQÖV

RUGHULQJ�V\VWHP�DW�WKH�WLPH���8QOLNH�IUHTXHQW�IO\HU�SURJUDPV��KRZHYHU�

$PD]RQ� FKDUJHG� IRU� PHPEHUVKLSÔLQLWLDOO\� ����\HDU�� ,Q� UHWXUQ�

$PD]RQ�SURYLGHG� D�PRUH� LPPHGLDWH� DQG�PRUH� YDOXDEOH� EHQHILW�� IUHH

H[SHGLWHG�VKLSSLQJ�RQ�RUGHUV�RI�DQ\�VL]H�

$PD]RQ� KDV� FXOWLYDWHG� D� FHUWDLQ� P\WKRORJ\� DURXQG� WKH� ELUWK� RI

3ULPH�� JLYHQ� LWV� LPSRUWDQFH� WR� WKH� FRPSDQ\ÖV� VXEVHTXHQW� JURZWK�

$FFRUGLQJ�WR�IRUPHU�H[HFXWLYHV�&ROLQ�%U\DU�DQG�%LOO�&DUUÔZKR�ZURWH

:RUNLQJ� %DFNZDUGV�� ,QVLJKWV�� 6WRULHV�� DQG� 6HFUHWV� IURP� ,QVLGH

$PD]RQ�� D� NLQG� RI� TXDVL�RIILFLDO� WUHDWLVH� RQ� WKH� VHFUHWV� RI� EHLQJ

Ø$PD]RQLDQÙÔWKH� HVWDEOLVKPHQW� RI� 3ULPH� ZDV� D� UDGLFDOO\� RULJLQDO

LGHD� WKDW� IORZHG� QDWXUDOO\� IURP� ØWKH� PRVW� EDVLF� $PD]RQLDQ� GULYH�

FXVWRPHU�REVHVVLRQ�Ù��7KLV�QDUUDWLYH�UHLQIRUFHV�WKH�VSLULW�RI�$PD]RQÖV

ILUVW� �RI� IRXUWHHQ� FXUUHQWO\�� RULJLQDOO\� MXVW� WHQ�� OHDGHUVKLS� SULQFLSOHV�

Ø$OWKRXJK� OHDGHUV� SD\� DWWHQWLRQ� WR� FRPSHWLWRUV�� WKH\� REVHVV� DERXW

FXVWRPHUV�Ù�

%XW� WKH� LGHD�RI�D�PHPEHUVKLS�PRGHO� LQ�UHWDLO�KDG�EHHQ�SLRQHHUHG

ORQJ�EHIRUH�LQ�WKH�RII�OLQH�ZRUOG�E\�ZDUHKRXVH�RSHUDWRU�&RVWFR���$QG�

PRUH�GLUHFWO\� UHOHYDQW�� VPDOOHU� RQOLQH� FRPSHWLWRU�2YHUVWRFN�FRP�KDG

ODXQFKHG�D�PHPEHUVKLS�SURJUDP�ZLWK�VKLSSLQJ�EHQHILWV�VHYHQ�PRQWKV

EHIRUH����&(2�-HII�%H]RV�VHQW�D�VXUSULVH�HPDLO�WR�KLV�WHDP�LQ�2FWREHU
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�����GLUHFWLQJ�WKHP�WR�HVWDEOLVK�D�QHZ�VKLSSLQJ�PHPEHUVKLS�SURJUDP

ZLWKLQ� ZHHNV���� ,Q� ������ $PD]RQÖV� VWRFN� ZDV� VWDJQDWLQJ� DV

2YHUVWRFNÖV� H[SORGHG�� 7KH� UHWDLOHU� ZDV� EHLQJ� ODXGHG� LQ� WKH� SUHVV� DV

ØWKH�1HZ�$PD]RQ�Ù��

'XULQJ� WKH� ILIWHHQ� \HDUV� VLQFH� WKH� ODXQFK� RI� $PD]RQ� 3ULPH�� WKH

FRPSDQ\� KDV� HQWHUHG� D� QXPEHU� RI� QHZ� EXVLQHVVHV�� RYHUZKHOPLQJO\

RQHV�LQ�ZKLFK�RQH�RU�PRUH�IRFXVHG�LQFXPEHQWV�DOUHDG\�KDG�HVWDEOLVKHG

OHDGHUVKLS�SRVLWLRQV��7KHVH�UDQJHG�IURP�FRQVXPHU�HOHFWURQLFV��ZLWK�WKH

.LQGOH�� .LQGOH� )LUH�� )LUH� 79�� )LUH� 3KRQH�� 5LQJ� 9LGHR�'RRUEHOO�� DQG

(FKR�� DQG� SK\VLFDO� VWRUHV�� ZLWK� $PD]RQ� %RRNV�� $PD]RQ� ��6WDU�

3UHVHQWHG� E\� $PD]RQ�� $PD]RQ� *R�� DQG� WKH� DFTXLVLWLRQ� RI� :KROH

)RRGV��WR�D�ZLGH�UDQJH�RI�HQWHUWDLQPHQW�FRQWHQW�EXVLQHVVHV��LQFOXGLQJ

VWUHDPLQJ� YLGHR�ZLWK� 3ULPH� ,QVWDQW� 9LGHR�� YLGHR� JDPHV� WKURXJK� WKH

ELOOLRQ�GROODU� DFTXLVLWLRQ� RI� 7ZLWFK� DQG�$PD]RQ�*DPH� 6WXGLRV�� DQG

PXVLF� WKURXJK� 3ULPH� DQG� WKH� LQGHSHQGHQW�$PD]RQ�0XVLF�8QOLPLWHG

VHUYLFH��1RQH�RI�WKHVH�SURGXFWV�RU�EXVLQHVVHV�KDV�PHDQLQJIXOO\�PRYHG

WKH� QHHGOH� IRU� $PD]RQÖV� DOPRVW� ����� ELOOLRQ� LQ� ����� UHYHQXHV�

�3RVVLEOH� H[FHSWLRQV� DUH� (FKR��ZKLFK�ZDV� D� ILUVW�PRYHU� OHDGHU� LQ� WKH

VPDUW�VSHDNHU�VSDFH�EXW�KDV�EHHQ�VXEVHTXHQWO\�ORVLQJ�VKDUH�WR�*RRJOH

DQG� $SSOH���� DQG� WKH� .LQGOH�� ZKLFK� ZKLOH� QRW� ILUVW� GLG� EHFRPH� WKH

ODUJHVW�SOD\HU�LQ�ZKDW�HYROYHG�LQWR�D�PRGHVW�SURGXFW�FDWHJRU\�����$OO�

KRZHYHU��DUH�DUJXDEO\�FRQQHFWHG�WR�$PD]RQÖV�FRUH�FRPPHUFH�EXVLQHVV

E\�HLWKHU�IDFLOLWDWLQJ�VDOHV�RU�HQKDQFLQJ�WKH�3ULPH�RIIHULQJ�

7KH�RQH�QHZ�EXVLQHVV�WKDW�KDV�XQDPELJXRXVO\�PRYHG�WKH�QHHGOH�DW

$PD]RQ� VLQFH� WKH� ����� 3ULPH� ODXQFK� KDV� HVVHQWLDOO\� QRWKLQJ� WR� GR

ZLWK� LWV� FRUH� EXVLQHVV�� $PD]RQ�:HE� 6HUYLFHV� �$:6��� WKH� %�%� FORXG

FRPSXWLQJ� LQIUDVWUXFWXUH� EXVLQHVV� WKDW� ODXQFKHG� LQ� �������� KDV

UHSUHVHQWHG� D� PDMRULW\� RI� $PD]RQÖV� SURILWV� VLQFH� ����� DQG� LV

DQWLFLSDWHG�WR�FRQWLQXH�WR�GR�VR�IRU�WKH�LQGHILQLWH�IXWXUH���

$QRWKHU� P\WKRORJ\� KDV� EXLOW� XS� DURXQG� $PD]RQ� :HE� 6HUYLFHVÖ

KLVWRU\�WR�WKH�HIIHFW�WKDW�WKH�EXVLQHVV�JUHZ�RXW�RI�DQ�HIIRUW�WR�PRQHWL]H

XQXVHG�FORXG�FRPSXWLQJ�FDSDFLW\�DW�$PD]RQ����7KLV�ZRXOG�PDNH�WKH

EXVLQHVV� DQDORJRXV� WR� WKH� YDULRXV� WKLUG�SDUW\� VHUYLFHV� DLPHG� DW

PDUNHWSODFH�VHOOHUV�WKDW�$PD]RQ�KDV�DJJUHVVLYHO\�ODXQFKHG�WR�DPRUWL]H
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WKH� FRVWV� RI� LWV� GLUHFW� VDOHV� ORJLVWLFV� LQIUDVWUXFWXUH���� %XW� WKDW� LV� QRW

ZKDW�KDSSHQHG��7KH�LGHD�IRU�ZKDW�ZRXOG�EHFRPH�$:6�HPHUJHG�IURP

EUDLQVWRUPLQJ�VHVVLRQV�DURXQG�SRWHQWLDO�VHUYLFHV�WKDW�GHYHORSHUV�FRXOG

XVH�� :KHQ� WKH� KHDG� RI� WKH� FRPSDQ\ÖV� ,7� LQIUDVWUXFWXUH�� &KULV

3LQNKDP�� DQQRXQFHG� KH� ZDV� OHDYLQJ� WR� PRYH� EDFN� KRPH� WR� 6RXWK

$IULFD�� KH� ZDV� DVVLJQHG� WKLV� SURMHFW� WR� NHHS� KLP� FRQQHFWHG� WR� WKH

FRPSDQ\�� 3LQNKDP� GHYHORSHG� WKH� $:6� FDSDELOLW\� WKDW� EHFDPH� WKH

FRUH�SURGXFW�HQJLQH�ODUJHO\�LQ�LVRODWLRQ�LQ�6RXWK�$IULFD���

7KH� IDFW� WKDW�$:6�KDV� OLWWOH� WR�GR�ZLWK� WKH� UHVW�RI�$PD]RQ�GRHV

QRW�GLPLQLVK�%H]RVÖV�YLVLRQDU\�GDULQJ�LQ�ILQDQFLQJ�DQG�VXSSRUWLQJ�WKH

SURMHFW��0LFURVRIW��*RRJOH��,%0��2UDFOH��$OLEDED��DQG�RWKHUV�ZRXOGQÖW

HQWHU� WKH� PDUNHW� IRU� \HDUV� DIWHU� $:6� ODXQFKHG���� 7KLV� PRUH� UHFHQW

FRPSHWLWLYH�RQVODXJKW�KDV�UHVXOWHG� LQ�VLJQLILFDQW�SULFLQJ�SUHVVXUH��%XW

WKH� FRPELQDWLRQ� RI� IL[HG�FRVW� VFDOH� DQG� FXVWRPHU� VWLFNLQHVVÔUDWKHU

WKDQ�SULPDULO\�QHWZRUN�HIIHFWVÔWKDW�FKDUDFWHUL]HV�WKH�LQGXVWU\�DOORZV

$PD]RQ�WR�UHPDLQ�ZHOO�SRVLWLRQHG�DQG�ZHOO�DKHDG��:KDWÖV�PRUH�� WKH

LQFUHDVLQJ� DGRSWLRQ� E\� ODUJH� FRUSRUDWLRQV� DQG� JRYHUQPHQWV� RI� ERWK

EDVLF�FORXG�LQIUDVWUXFWXUH�RXWVRXUFLQJ�DQG�KLJKHU�YDOXH�DGGHG�VHUYLFHV

ØXS� WKH� VWDFNÙ� VXJJHVWV� DQ� RSSRUWXQLW\� WR� FUHDWH� VLJQLILFDQW

LQFUHPHQWDO�VKDUHKROGHU�YDOXH�KHUH�IRU�VRPH�WLPH�WR�FRPH�

%XW�ZKDW� DERXW� WKH� UHVW�RI�$PD]RQ�� WKH�GLVUXSWLRQ�PDFKLQH� WKDW

DLPV�WR�VHOO�HYHU\WKLQJ�WR�HYHU\ERG\�HYHU\ZKHUH"�:KDW�DUH�LWV�VRXUFHV

RI�FRPSHWLWLYH�DGYDQWDJH�DQG�KRZ�GHHS�DUH�WKH\"

7+(�$0$=21�$'9$17$*(

:H� KDYH� DOUHDG\� QRWHG� WKH� SUHVHQFH� RI� QHWZRUN� HIIHFWV� VFDOH� LQ� WKH

0DUNHWSODFH�EXVLQHVV�WKDW�FRQVWLWXWHV�D�PDMRULW\�RI�LWV�WUDQVDFWLRQV�EXW

D� VPDOO� SDUW� RI� $PD]RQÖV� UHFRJQL]HG� UHYHQXH�� $OO� RQH� QHHGV� WR� GR�

KRZHYHU�� LV� ORRN� DW� WKH� FRPSDQ\ÖV� FDVK�IORZ� VWDWHPHQWV� WR� VHH�ZKDW

FRPSHWLWLYH� DGYDQWDJH� LW� KDV� SODFHG� LWV� EHWV� RQ�� ROG�IDVKLRQHG� IL[HG�

FRVW� VFDOH��$V�QRWHG� HDUOLHU� LQ� )LJXUH� ,,����$PD]RQ� IUHTXHQWO\� VSHQGV

PRUH�RQ�5	'�LQ�DEVROXWH�GROODUV�WKDQ�DQ\�RWKHU�FRPSDQ\�LQ�WKH�86���

DQG� LWV� ODUJHVVH� H[WHQGV� WR� FDSLWDO� H[SHQGLWXUHV� PRUH� JHQHUDOO\�
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$OWKRXJK� PXFK� RI� WKLV� VSHQGLQJ� LV� GLUHFWHG� WRZDUG� WKH� ODUJHO\

XQUHODWHG�$:6�EXLOGRXW��$PD]RQ�KDV�FRQWLQXRXVO\�LQYHVWHG�LQ�UDLVLQJ

WKH�WDEOH�VWDNHV�LQ�IXOILOOPHQW�DQG�GLVWULEXWLRQ�

7KH�DELOLW\�WR�OHYHUDJH�WKLV�XELTXLWRXV�DQG�P\VWHULRXV�QHWZRUN�RI

IXWXULVWLF�KLJK�WHFK�ZDUHKRXVHV�FRQQHFWHG�E\�D�IOHHW�RI�WUXFNV��DLUFUDIW�

DQG�QRZ�GURQHV�PDNHV�$PD]RQ�WKH�%RUJ�RI�UHWDLO��5HVLVWDQFH�LV�IXWLOH�

,Q�VRPH�ZD\V��$PD]RQ�KDV�EHHQ�WKH�PRVW�DJJUHVVLYH�)$$1*�FRPSDQ\

LQ�SXEOLFO\�SURPRWLQJ�LWV�RZQ�VSHFLDO�YHUVLRQ�RI�WKH�3ODWIRUP�'HOXVLRQ

ÔWKDW�ZKHQ�LW�FRPHV�WR�VHOOLQJ�MXVW�DERXW�DQ\WKLQJ��LW�FDQ�GR�LW�EHWWHU

WKDQ�DQ\RQH�HOVH�

%XW� KRZ� LQVXUPRXQWDEOH� LV� WKLV� VFDOH� DGYDQWDJH� UHDOO\"� ,I� WKH

FKHDSHVW�ZD\�WR�VHOO�HYHU\WKLQJ�HYHU\ZKHUH�ZDV�ZLWK�RQH�KXPRQJRXV

'HDWK� 6WDU� WHFKQRORJ\ÓHQDEOHG� GLVWULEXWLRQ� FHQWHU� WKDW� VKLSSHG

WKURXJKRXW�WKH�JDOD[\��IL[HG�FRVW�VFDOH�ZRXOG�EH�D�IRUPLGDEOH�EDUULHU�

%XW� WKH�PRVW� HIILFLHQW�ZDUHKRXVHV�DUH�DFWXDOO\� UHJLRQDOO\� ORFDWHG�DQG

OLPLW�WKH�QXPEHU�RI�GLIIHUHQW�SURGXFW�6.8V�WKDW�DUH�VKLSSHG�IURP�WKDW

ORFDWLRQ�� $QG� DOWKRXJK� VFDOH� DEVROXWHO\�PDWWHUV� IRU� WKH� HIILFLHQF\� RI

WKHVH�ORFDO�IDFLOLWLHV��WKHUH�LV�D�SRLQW�DW�ZKLFK�WKH�YDOXH�RI�VL]H�WRSV�RXW

ÔDQG�WKDW�SRLQW�FDQ�EH�UHDFKHG�E\�PXOWLSOH�FRPSHWLWRUV�

<HV��WKH�FHQWUDO�WHFKQRORJ\�LQYHVWPHQW�LV�VSUHDG�DFURVV�WKH�UHJLRQDO

FHQWHUV�� EXW� WKHVH� UHPDLQ� D� GHFLGHGO\� ORZ�WHFK� DIIDLU� HYHQ� IRU

$PD]RQ����8VLQJ�$PD]RQ�DV�WKH�SRVWHU�FKLOG��DV�PDQ\�GR��IRU�WKH�FDVH

RI�D�FRPSDQ\�IRU�ZKLFK�ØDOPRVW�HYHU\�KXPDQ�LQWHUDFWLRQ�LV�UHPRYHG

IURP�WKH�DFWXDO�FULWLFDO�SDWK�LQ�VHUYLFH�GHOLYHU\Ù��� LV�D�VWUHWFK�LQ�OLJKW

RI� WKH� FRPSDQ\ÖV� RQH�PLOOLRQ�SOXV� HPSOR\HHV����&RQFHGLQJ� WKDW� ØWKH

RQO\�H[FHSWLRQV�PLJKW�EH�D�ZRUNHU�KHOSLQJ�SLFN�WKH�LWHP�IURP�D�ODUJHO\

DXWRPDWHG�ZDUHKRXVHÙ�RQO\�PDNHV�PDWWHUV�ZRUVH�JLYHQ�WKDW�KXQGUHGV

RI�WKRXVDQGV�RI�WKHVH�HPSOR\HHV�ZRUN�LQ�ZDUHKRXVHV�DQG�$PD]RQ�KDV

DGPLWWHG� IXOO� DXWRPDWLRQ� LV� DW� OHDVW� D� GHFDGH� DZD\���� ,W� LV� WKH� ORFDO

GHQVLW\��QRW� WKH�RYHUDOO� VL]H�RI�RSHUDWLRQ�� WKDW�RYHUZKHOPLQJO\�GULYHV

WKH�HFRQRPLFV�

2IIHULQJ� IUHH� WZR�GD\� VKLSSLQJ� UHTXLUHG� D� KXJH� LQYHVWPHQW� E\

$PD]RQ�� 7KH� FRPSDQ\� VSHQW� DOPRVW� ���� ELOOLRQ� RQ� VKLSSLQJ� LQ

�������� )DVW�� IUHH� VKLSSLQJ� GURYH� XVDJH� DQG�PDUNHW� VKDUH� DV� LW� WRRN
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WLPH�IRU�FRPSHWLWRUV�WR�UHDOL]H�WKH�PDJQLWXGH�RI�WKH�WKUHDW��%XW�WRGD\�

DOWKRXJK� LW� WRRN� PDQ\� RYHU� D� GHFDGH� WR� FDWFK� XS���� IUHH� WZR�GD\

VKLSSLQJ�LV�DYDLODEOH�IURP�GR]HQV�RI�RQOLQH�UHWDLOHUV��IURP�EURDG�EDVHG

RII�OLQH�SOD\HUV�OLNH�:DOPDUW��7DUJHW��DQG�&RVWFR�WR�VSHFLDOW\�UHWDLOHUV

DQG�PDQXIDFWXUHUV�OLNH�$SSOH��%HVW�%X\��DQG�+RPH�'HSRW���

$PD]RQ�DQQRXQFHG�LQ������WKDW�LW�ZLOO�PRYH�WR�RQH�GD\�GHOLYHU\

IRU�3ULPH�PHPEHUV�DW�D�FRVW�RI������PLOOLRQ�MXVW�LQ�D�VLQJOH�TXDUWHU���

:DOPDUW� DQG� 7DUJHW� ERWK� DQQRXQFHG� WKHLU� RZQ� QH[W�GD\� SURJUDPV

ZLWKLQ� ZHHNV�� $PD]RQÖV� FRQWLQXRXV� XSSLQJ� RI� WKH� IL[HG�FRVW� WDEOH

VWDNHV�LQ�RQOLQH�UHWDLO�LV�D�VHQVLEOH�VWUDWHJ\�WR�SURWHFW�VFDOH�DGYDQWDJH�

%XW� LW� PXVW� GR� VR� FRQWLQXDOO\�� DQG� WKH� SHULRG� RI� FRPSHWLWLYH

GLIIHUHQWLDWLRQ� WKDW� UHVXOWV� DSSHDUV� WR� EH� JHWWLQJ� VKRUWHU� DQG� VKRUWHU�

ZKLFK�VXJJHVWV�WKDW�WKH�XQGHUO\LQJ�VFDOH�DGYDQWDJH�LV�QRW�WKDW�VWURQJ�WR

EHJLQ�ZLWK�

7KH� YHU\� FRQFHSW� RI� VFDOH� LV� UHODWLYH� ZLWKLQ� D� VSHFLILF� PDUNHW�

Ø(YHU\WKLQJ�� HYHU\ZKHUHÙ� LV� QRW� D� UHOHYDQW� PDUNHW� RQ� HLWKHU� WKH

GHPDQG�RU�VXSSO\�VLGH��$OWKRXJK�ZLWKLQ�D�IHZ�SURGXFW�FDWHJRULHV�DQG

JHRJUDSKLHVÔQRWDEO\� ERRNV� LQ� (QJOLVK�ODQJXDJH� FRXQWULHVÔ$PD]RQ

LV� WKH� FOHDU� GRPLQDQW� SOD\HU�� LQ�PRVW� SURGXFWV� DQG� JHRJUDSKLHV� LW� LV

RQH�RI� VHYHUDO� VFDOH� UHWDLOHUV�� DQG� LQ�PDQ\� LW� LV� GLVWLQFWO\� VXEVFDOH� RU

QRQH[LVWHQW��7KH�IDFW�WKDW�$PD]RQ�SURILW�PDUJLQV�IHOO�LQ�LWV�FRUH�1RUWK

$PHULFDQ�PDUNHW� LQ� ����� �DV� WKH\� KDG� DV�ZHOO� LQ� ������ HYHQ� DV� WKH

SDQGHPLF� ERRVWHG� VDOHV� E\� DOPRVW� ��� SHUFHQW� LV� VXJJHVWLYH� RI� WKH

PRGHVW�QDWXUH�RI�$PD]RQÖV�VFDOH�EHQHILWV�LQ�UHWDLO�

:H�KDYH�GHVFULEHG�ZK\�VFDOH�E\�LWVHOI�LV�D�IUDJLOH�DGYDQWDJH��:HDN

VFDOH�LV�REYLRXVO\�HYHQ�PRUH�IUDJLOH��6FDOH�EHJV�IRU�FXVWRPHU�FDSWLYLW\

DV� UHLQIRUFHPHQW�� ,Q� UHWDLO�� PDQ\� PHWKRGV� KDYH� EHHQ� WULHG� WR� LQVWLOO

FDSWLYLW\��ZLWK�YDU\LQJ�GHJUHHV�RI� VXFFHVV�� OR\DOW\�SURJUDPV��SHUVRQDO

VKRSSHUV��DQFLOODU\�VHUYLFHV��UHIHUUDO�SURJUDPV��FRQWHVWV�DQG�FKDOOHQJHV�

DQG� FUHDWLQJ� D� VHQVH� RI� FRPPXQLW\�� ,Q� H�FRPPHUFH�� $PD]RQ� GURYH

LQFUHDVLQJ� FRQVXPHU� DFFHSWDQFH� RI� RQOLQH� VKRSSLQJ� WKURXJK� QRW� MXVW

ORZ� SULFHV� EXW� DOVR� FRQVWDQW� LQQRYDWLRQV� WR� LPSURYH� WKH� H[SHULHQFH�

IURP� LWV� HDV\� UHWXUQ� SROLF\� WR� ��FOLFN� RUGHULQJ�� 7KHVH� LPSURYHPHQWV

FHUWDLQO\� KHOSHG� $PD]RQ�� EXW� DORQH� WKH\� VHHPHG� WR� GULYH� OLPLWHG
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OR\DOW\� DV� WKH\� TXLFNO\� EHFDPH� WKH� SULFH� RI� HQWU\� IRU� DOO� VHULRXV� H�

FRPPHUFH�FRPSHWLWRUV���

,Q� WKLV� FRQWH[W�� WKH� HVWDEOLVKPHQW� RI� 3ULPH� ZDV� VWUDWHJLFDOO\

VHQVLEOH� QRWZLWKVWDQGLQJ� WKH� IDFW� WKDW�� DV� RQH� $PD]RQ� H[HFXWLYH

FRQFHGHG�� ØHYHU\� VLQJOH� ILQDQFLDO� DQDO\VLV� VDLG� ZH� ZHUH� FRPSOHWHO\

FUD]\� WR�JLYH� WZR�GD\� VKLSSLQJ� IRU� IUHH�Ù��� ,I� DQ\WKLQJ�� WKH� FRPSDQ\

XQGHUHVWLPDWHG� WKH�SV\FKLF�SRZHU�RI� IUHH� VKLSSLQJ�� HYLGHQFH� VXJJHVWV

WKDW� 3ULPH� PHPEHUV� VSHQG� GRXEOH� WKH� DPRXQW� DV� QRQPHPEHUV�

1RQHWKHOHVV�� LWÖV� SRVVLEOH� WKDW� WKHVH� LQFUHPHQWDO� RUGHUV� DUH

XQSURILWDEOH��)RU�H[DPSOH��$PD]RQ�FRXOG�EH�SD\LQJ�H[WUD�WR�VKLS�ORWV

RI� QHZ� VPDOO� RUGHUV�� 7KH� QHW� HFRQRPLFV� RI� 3ULPH� DUH� LPSRVVLEOH� WR

DVVHVV�IURP�WKH�RXWVLGH�DV�D�UHVXOWÔDQG�WKH\�KDYH�RQO\�EHFRPH�PRUH

FRPSOH[�

%XW� WKHUH� DUH� WZR�SUREOHPV�ZLWK� FXVWRPHU� FDSWLYLW\� LQLWLDWLYHV� LQ

KLJKO\� SULFH�FRPSHWLWLYH� ODUJHO\� FRPPRGLW\� UHWDLO� VHFWRUV�� 7KH\� DUH

YHU\� H[SHQVLYH� DQG� \RXU� FRPSHWLWRUV�� ERWK� RQOLQH� DQG� RII�OLQH�� VRRQ

FRS\� WKHP���� 7KDW� LV�� WKH\� EHFRPH� OLWWOH�PRUH� WKDQ� D� IDQF\� GLVFRXQW

SURJUDP��7KLV�PDNHV�WKHP�D�ERRQ�IRU�FRQVXPHUV��EXW�QRW�VR�PXFK�IRU

WKH� HQWHUSULVHV�RIIHULQJ� WKHP��/LNH�EX\LQJ�D�NLWWHQ� IRU�\RXU�DGRUDEOH

FKLOG��LW�LV�VDWLVI\LQJ�WR�DOO�LQYROYHG�DW�WKH�VWDUW�EXW�GLIILFXOW�WR�H[WULFDWH

\RXUVHOI�ZKHQ�LW�EHFRPHV�LQFRQYHQLHQW�ODWHU�RQ��*HWWLQJ�ULG�RI�WKH�FDW

FDQ�EH�WULFN\��0RUH�OLNHO\��\RX�ZLOO�EH�FRQYLQFHG�WR�EX\�D�VHFRQG�RQH

WR�NHHS�WKH�ILUVW�FRPSDQ\�

6R� HYHQ� EHIRUH� XSSLQJ� WKH� DQWH�ZLWK� QH[W�GD\� VKLSSLQJ��$PD]RQ

KDG�VSHQW�WKH�SUHYLRXV�GHFDGH�ODUGLQJ�WKH�3ULPH�JRRGLH�EDVNHW�XS�ZLWK

QHZ� DQG� LQFUHDVLQJO\� H[SHQVLYH� WULQNHWV���� 7KHVH� WULQNHWV� ZHUH

QHFHVVDU\� WR� JURZ� 3ULPH� LQ� WKH� IDFH� RI� LQFUHDVLQJO\� DJJUHVVLYH

FRPSHWLWLYH�UHVSRQVHV�EXW�GR�QRW�DSSHDU�WR�KDYH�KDG�D�FRUUHVSRQGLQJ

LQFUHPHQWDO� LPSDFW� RQ� WKH� UHODWLYH� EX\LQJ� SURFOLYLW\� RI� 3ULPH

PHPEHUV���� $OWKRXJK� 3ULPH� KDV� EHHQ� DEOH� WR� VXFFHVVIXOO\� LPSOHPHQW

PHPEHUVKLS�IHH�LQFUHDVHV�DORQJ�WKH�ZD\��WKHVH�UHIOHFW�OLWWOH�PRUH�WKDQ

LQIODWLRQ� UDWKHU� WKDQ� WKH� IXOO� H[WHQW� RI� LQFUHPHQWDO� YDOXH� WKH� VHUYLFH

SURYLGHV���

113



&(2� -HII� %H]RV� KDV� IDPRXVO\� VDLG� LQ� KLV� VKDUHKROGHU� OHWWHU

IROORZLQJ�WKH������ILVFDO�\HDU�WKDW�KH�ZDQWV�Ø3ULPH�WR�EH�VXFK�D�JRRG

YDOXH�� \RXÖG� EH� LUUHVSRQVLEOH� QRW� WR� EH� D� PHPEHU�Ù��� %XW� LI� LW� LV

LUUHVSRQVLEOH�IRU�FRQVXPHUV�QRW�WR�MRLQ��RQH�ZRQGHUV�KRZ�PXFK�YDOXH

LV�LQ�WKH�SURSRVLWLRQ�IRU�VKDUHKROGHUV"

7KH� VLQJOH� PRVW� FRQIRXQGLQJ� DQG� LQFUHDVLQJO\� H[SHQVLYH� 3ULPH

EHQHILW�LV�3ULPH�9LGHR��D�SRRU�PDQÖV�YHUVLRQ�RI�1HWIOL[�WKDW�LV�IUHH�IRU

3ULPH� VXEVFULEHUV� EXW� FRVWV� $PD]RQ� DQ� HVFDODWLQJ� NLQJÖV� UDQVRP�

$PD]RQ� GLVFORVHG� WKDW� LW� KDG� LQFUHDVHG� ����� VSHQGLQJ� RQ

HQWHUWDLQPHQW� FRQWHQW� IRU� 3ULPH� PHPEHUV� E\� ��� SHUFHQW� WR� ���

ELOOLRQ���� $QG� WKDW�ZDV� EHIRUH� SD\LQJ� ��� SHUFHQW�PRUH� WKDQ� DQ\RQH

HOVH�ZDV�ZLOOLQJÔ�����ELOOLRQÔIRU�0*0�LQ���������&RVWFR�SUREDEO\

ORVHV� PRQH\� RQ� WKH� ������ URWLVVHULH� FKLFNHQV� LW� RIIHUV� WR� NHHS� LWV

PHPEHUV�KDSS\��EXW�QRW�WR�WKLV�VFDOH����2QH�RI�WKH�DXWKRUV�RI�:RUNLQJ

%DFNZDUGV� OHG� WKH� ODXQFK� RI� $PD]RQ� 3ULPH� 9LGHR� DQG� 6WXGLRV� DQG

MXGJHV� LWV� VXFFHVV�E\� WKH� IDFW� WKDW�$PD]RQ� LV� QRZ�ØRQ� WKH�PDS�DV� D

SURGXFHU� RI� KLJK�TXDOLW\�� GLVWLQFWLYH� FRQWHQW�Ù��� 1R� ILQDQFLDO

MXVWLILFDWLRQ� LV� SURIIHUHG�� KRZHYHU�� ,Q� FKDSWHU� ��� ZH� H[DPLQH� WKH

FKDOOHQJLQJ�QDWXUH�RI�VWUHDPLQJ�FRQWHQW�EXVLQHVVHV�HYHQ�ZKHQ�WKH\�DUH

FKDUJHG�IRU�VHSDUDWHO\��7KH�IDFW�WKDW�$PD]RQ�IHHOV�D�QHHG�WR�JLYH�DZD\

D�VHUYLFH�WKDW�LV�QRW�RQO\�FRVWO\�WR�SURYLGH�EXW�DOVR�H[KLELWV�QRWRULRXVO\

KLJK�FXVWRPHU�FKXUQ�UHIOHFWV�KRZ�WKLQ�$PD]RQÖV�FXVWRPHU�FDSWLYLW\�LV

HYHQ�DIWHU�DOO�WKH�KDUG�ZRUN�

$PD]RQÖV�PDQLDFDO�IRFXV�RQ�FXVWRPHU�VDWLVIDFWLRQ��UHJDUGOHVV�RI�LWV

FRVW�HIIHFWLYHQHVV�� PDNHV� VRPHZKDW� DQRPDORXV� WKH� LQFOXVLRQ� RI� WKH

FRPSDQ\ÖV� FRPPHUFH� RSHUDWLRQV� LQ� WKH� UHFHQWO\� ODXQFKHG� IHGHUDO� ELJ

WHFK� DQWLWUXVW� SUREH���� )RU� GHFDGHV�� WKH� HQIRUFHPHQW� RI� WKH� DQWLWUXVW

ODZV� KDYH� EHHQ� H[FOXVLYHO\� IRFXVHG� RQ� SURWHFWLQJ� FRQVXPHUV� IURP

KLJKHU� SULFHV�� $PD]RQÖV� VOLP� PDUJLQVÔD� WLQ\� IUDFWLRQ� RI� WKH

SURILWDELOLW\� DFKLHYHG� E\� WKH� RWKHUV� LQFOXGHG� LQ� WKH� SUREHÔDQG

UHOHQWOHVV� GULYH� WR� GHOLYHU� FXVWRPHUV� PRUH� IRU� OHVV�� PDNH� LW� DQ� RGG

WDUJHW� IRU� VXFK� D� SURFHHGLQJ�� $PD]RQÖV� XVH� RI� FXVWRPHU� GDWD� DQG

WUHDWPHQW� RI� EXVLQHVV� SDUWQHUV� DUH� SURSHU� VXEMHFWV� RI� UHJXODWRU\

RYHUVLJKW�� EXW� LW� LV� KDUG� WR� VHH� WKHVH� DV� DQWLWUXVW� LVVXHV�� DW� OHDVW� DV
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DQWLWUXVW� LV� FXUUHQWO\� FRQFHLYHG���� $Q� REVFXUH� DQWLWUXVW� ODZ� GHVLJQHG

RULJLQDOO\�WR�SURWHFW�VPDOO�UHWDLOHUV�IURP�FKDLQ�VWRUHV�XVLQJ�WKHLU�FORXW

WR� LPSRVH� UHVWULFWLRQV�RU� VHFXUH�SUHIHUHQWLDO� WHUPV�ZLWK� VXSSOLHUV�DQG

PDQXIDFWXUHUV�ZRXOG�DSSHDU�WR�KDYH�WKH�JUHDWHVW�SRWHQWLDO�DSSOLFDWLRQ

WR�$PD]RQ��%XW�WKDW�ODZ��WKH�5RELQVRQ�3DWPDQ�$FW�RI�������KDV�EHHQ

JXWWHG�E\�WKH�FRXUWV�DQG�IDOOHQ�LQWR�GLVXVH�E\�WKH�UHJXODWRUV���

7KH� ODVW� SRWHQWLDO� VRXUFH� RI� DGYDQWDJH� FRPHV� RQ� WKH� VXSSO\� VLGH

IURP� D� FRPELQDWLRQ� RI� $PD]RQÖV� LQYHVWPHQW� LQ� SURSULHWDU\

WHFKQRORJ\�� XQPDWFKHG� OHDUQLQJ� IURP� RSHUDWLQJ� H�FRPPHUFH

GLVWULEXWLRQ� DW�PDVVLYH� VFDOH�� DQG� YDOXDEOH� FRQVXPHU�GDWD� IURP�GHHS

SXUFKDVLQJ�KLVWRU\��(DFK�RI�WKHVH�DUH�UHDO��EXW�WKH�LQFUHPHQWDO�EHQHILWV

DSSHDU� LQFUHDVLQJO\� VKRUW� OLYHG�� DV� WKH� F\FOH� WLPH� UHTXLUHG� IRU� IDVW

IROORZHUV� GLPLQLVKHV�� 7KH� PRVW� UHFHQW� PDQLIHVWDWLRQ� RI� WKH� YDOXH� RI

ØELJ� GDWDÙ� LV� WKH� H[SORVLRQ� RI� $PD]RQÖV� DGYHUWLVLQJ� EXVLQHVV�

UHSUHVHQWLQJ�RQH�RI� LWV�KLJKHVW�PDUJLQ� UHYHQXH� VWUHDPV�DQG�EHFRPLQJ

WKH� WKLUG�ODUJHVW� DGYHUWLVLQJ� SODWIRUP�� DOWKRXJK� LW� LV� VWLOO� D� VPDOO

IUDFWLRQ�RI�WKH�VL]H�RI�)DFHERRN�RU�*RRJOH����(YHQ�KHUH��KRZHYHU��LW�LV

XQFOHDU� KRZ� VXVWDLQDEOH� WKH� UHODWLYH� DGYDQWDJH� ZLOO� EH� YLV���YLV� LWV

RQOLQH� UHWDLO� FRPSHWLWRUV�ZKR�KDYH�QRZ� WXUQHG� WR� FDSWXUH� WKHLU�RZQ

SLHFH�RI�WKH�DGYHUWLVLQJ�RSSRUWXQLW\���

,Q� DQ� XQXVXDOO\� FDQGLG� PRPHQW�� WKH� OLPLWHG� DYDLODELOLW\� RI

FRPSHWLWLYH�DGYDQWDJHV� LQ� UHWDLO��ZKHWKHU�RQOLQH�RU�RII�OLQH��KDV�EHHQ

DFNQRZOHGJHG� E\� %H]RV� KLPVHOI�� Ø:H� GRQÖW� KDYH� D� VLQJOH� ELJ

DGYDQWDJH�Ù�KH�DGPLWWHG��ØVR�ZH�KDYH�WR�ZHDYH�D�URSH�RI�PDQ\�VPDOO

DGYDQWDJHV�Ù��� 2QFH� DJDLQ�� D� ORRN� DW� KLVWRULF� DFTXLVLWLRQV� SURYLGHV

FOXHV� WR� WKH� FRPSDQ\ÖV� IHDUV� DQG� ZHDNQHVVHV�� :K\� ZRXOG� $PD]RQ

QHHG� WR� EX\�'LDSHUV�FRPÔRQO\� WR� VKXW� LW� GRZQ� VL[� \HDUV� ODWHU��ÔLI

WKH�DGYDQWDJHV�RI� LWV�EURDG�SODWIRUP�ZHUH�DV�GHHS�DV�VXJJHVWHG"�$QG

KRZ�FRXOG� WKH� IRXQGHU�RI�'LDSHUV� WKHQ�JR�RQ� WR�EXLOG�DQ�DOWHUQDWLYH

ØSODWIRUPÙ�LQ�MXVW�D�\HDU�WKDW�ZDV�FRPSHOOLQJ�HQRXJK�WR�DWWUDFW�D���

ELOOLRQ� ELG� IURP� :DOPDUW� WR� XVH� DV� WKH� HQJLQH� RI� LWV� FRPSHWLQJ� H�

FRPPHUFH�EXVLQHVV"��

:KHQ�\RX�DUH�LQ�D�EXVLQHVV�WKDW�LV�REOLJHG�WR�HLWKHU�EX\�RXW�HYHU\

'LDSHUV�DQG�=DSSRV�WKDW�PDQDJHV�WR�HVWDEOLVK�D�OHDGHUVKLS�SRVLWLRQ�RU
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LQYHVW� LQWHUQDOO\� DW� VXFK� OHYHOV� WKDW� LW�ZRXOG�EH�ØLUUHVSRQVLEOHÙ� IRU� D

FXVWRPHU� WR� FKRRVH� DQ� DOWHUQDWLYH�� OLIH� EHFRPHV� DQ� HQGOHVV� JDPH� RI

:KDF�$�0ROH��7KH�JRRG�QHZV�IRU�$PD]RQ�VKDUHKROGHUV� LV� WKDW�WKHUH

LV�QR�EHWWHU�VXLWHG�H[HFXWLYH�IRU�VXFK�DQ�HQWHUSULVH�WKDQ�-HII�%H]RV��+LV

LQLWLDO� SUHIHUUHG� QDPH� IRU� WKH� FRPSDQ\� ZDV� 5HOHQWOHVV�FRP�� ZKLFK

SHUIHFWO\�UHIOHFWV�ERWK�KLV�FKDUDFWHU�DQG�WKH�QHHGV�RI�WKH�HQWHUSULVH�KH

HVWDEOLVKHG��2QH�ZRQGHUV�ZKHWKHU�WKH�RQO\�WKLQJ�WKDW�LV�VWRSSLQJ�KLP

IURP� QRZ� EX\LQJ� :D\IDLU� RU� &KHZ\ÔWKH� RQOLQH� UHWDLO� OHDGHUV� LQ

IXUQLWXUH� DQG� SHW� SURGXFWV�� UHVSHFWLYHO\ÔLV� WKH� VDPH� WKLQJ� WKDW

VWRSSHG�0DUN�=XFNHUEHUJ�IURP�EX\LQJ�+RXVHSDUW\�RU�7LN7RN��IHDU�RI

JRYHUQPHQW�LQWHUYHQWLRQ�

%UDG�6WRQH��WKH�DXWKRU�RI�WKH�GHILQLWLYH�KLVWRU\�RI�WKH�ILUVW�WZHQW\

\HDUV� RI� $PD]RQ�� KDV� FLWHG� ØUHOHQWOHVV� DQG� UXWKOHVVÙ� DV� WKH� NH\

GHILQLQJ� FKDUDFWHULVWLFV� RI� WKH� FRPSDQ\ÖV� FXOWXUH�� Ø*HWWLQJ� WKH� OHWKDO

FRPELQDWLRQ�SUHFLVHO\�ULJKW�Ù�6WRQH�FRQFOXGHG�LQ�D������SUHIDFH�WR�KLV

����� EHVWVHOOHU�� ØKDV� EHHQ� %H]RVÖV� SURGLJLRXV� WDOHQW� DQG� SHUKDSV

$PD]RQÖV� JUHDWHVW� DVVHW�Ù��� 6WRQH� H[SUHVVHV� WKH� YLHZ� WKDW� WKHVH� DUH

ØIDPLOLDU�YDOXHV�DW�PRVW�VXFFHVVIXO�FRPSDQLHV�Ù

$�PRUH� JHQHURXV� LQWHUSUHWDWLRQ�� DQG�PRUH�XQXVXDO� DVSHFW�� RI� WKH

FXOWXUH�WKDW�%H]RV�LQVWLOOHG�ZDV�WKH�VLPXOWDQHRXV�IRVWHULQJ�RI�FUHDWLYLW\

DQG�LQQRYDWLRQ�RQ�WKH�RQH�KDQG�DQG�WKULIW�DQG�HIILFLHQF\�RQ�WKH�RWKHU�

+RZ�PDQ\� WHFK�FRPSDQLHV� LQFOXGH� IUXJDOLW\�DV�RQH�RI� WKHLU� ILYH�FRUH

YDOXHV"���*LYHQ�WKH� LQKHUHQW�FRPSHWLWLYHQHVV�RI� WKH�UHWDLO� VHFWRUV� WKDW

$PD]RQ�VHHNV�WR�GRPLQDWH�� WKHUH� LV� OLWWOH�FKDQFH� LW�FRXOG�KDYH�JRWWHQ

WKLV�IDU�ZLWKRXW�DSSO\LQJ�WKH�VDPH�UHOHQWOHVVQHVV�WR�ERWK�

5HJDUGOHVV�RI�ZKHWKHU�RQH�FRQVLGHUV�$PD]RQÖV�FXOWXUH�RPLQRXV�RU

IDEXORXV��LW�VHHPV�REYLRXV�WKDW�LW�LV�D�FULWLFDO�DVSHFW�RI�WKH�FRPSDQ\ÖV

VXFFHVV�DQG�LQVHSDUDEOH�IURP�WKH�SHUVRQDOLW\�RI�LWV�XQXVXDO�OHDGHU��7KLV

PDWWHUV�EHFDXVH�QHLWKHU�D�SHUVRQ�QRU�D�FXOWXUH�UHSUHVHQWV�D�VWUXFWXUDO

FRPSHWLWLYH� DGYDQWDJHÔDQG� EHFDXVH� %H]RV� DQQRXQFHG� LQ� )HEUXDU\

�����KLV� LQWHQWLRQ� WR� VWHS�GRZQ�DV�&(2�WKDW� VXPPHU�� ,QGHHG��ZKLOH

:RUNLQJ�%DFNZDUGV�FODLPV�WKDW�$PD]RQÖV�FXOWXUH�FRQVWLWXWHV�D�ØKXJH

FRPSHWLWLYH� DGYDQWDJH�Ù� E\� GHILQLQJ� LW� DV� D� FROOHFWLRQ� RI� ØWHDFKDEOH

RSHUDWLQJ� SUDFWLFHVÙ� WKH� DXWKRUV� XQLQWHQWLRQDOO\� PDNH� FOHDU� LW� LV
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QRWKLQJ�RI� WKH� VRUW����$QG�ZKLOH� UHSHDWHGO\� LQVLVWLQJ� WKDW�Ø\RX�GRQÖW

QHHG�D�-HIIÙ���WR�DSSO\�WKH�$PD]RQLDQ�SULQFLSOHV�HIIHFWLYHO\��:RUNLQJ

%DFNZDUGV� OHDYHV� WKH� VWURQJ� LPSUHVVLRQ� WKDW� WKH� HIIHFWLYHQHVV� RI� WKH

SUDFWLFHV�WRXWHG�VWHPV�SUHFLVHO\�IURP�WKH�IDFW�WKDW�WKH\�SHUIHFWO\�UHIOHFW

WKH� HWKRV� RI� $PD]RQÖV� OHDGHU�� 7KH� DXWKRUV� VRPHWLPHV� XVH� WKH� WHUPV

Ø-HII�LDQÙ�DQG�Ø$PD]RQLDQÙ�LQWHUFKDQJHDEO\���

(YHQ�EHIRUH�DQQRXQFLQJ�WKDW�KH�ZRXOG�EH�PRYLQJ�WR�DQ�H[HFXWLYH

FKDLUPDQ�UROH��%H]RV�DSSHDUHG�WR�KDYH�KDG�PRUH�GLVWUDFWLRQVÔWXUQLQJ

DURXQG� D� QHZVSDSHU�� VSDFH� H[SORUDWLRQ�� D� QHZ� UHODWLRQVKLSÔMXVW� DV

WKH�FRPSHWLWLYH� WKUHDWV�EHFDPH�PRUH� LQWHQVH����+LV� FKRVHQ� VXFFHVVRU�

$QG\� -DVV\��KDV�SURYHQ�KLPVHOI�DV� WKH� ORQJ�WLPH� OHDGHU�RI� WKH�KXJHO\

VXFFHVVIXO� $:6� EXVLQHVV�� $V� QRWHG�� KRZHYHU�� WKDW� HQWHUSULVH� KDV

DOPRVW�QRWKLQJ�LQ�FRPPRQ�ZLWK�WKH�PXFK�ODUJHU�FRQVXPHU�IDFLQJ�DQG

PRUH� FRPSHWLWLYHO\� FKDOOHQJHG�FRPPHUFH�EXVLQHVV����+RZ� OLNHO\� LV� LW

WKDW� $PD]RQ�� D� FRPSDQ\� ZLWK� PXOWLSOH� EXW� PRGHVW� FRPSHWLWLYH

DGYDQWDJHV� LQ� LWV� FRUH� EXVLQHVV� DQG� KHDYLO\� UHOLDQW� RQ� H[WUDRUGLQDU\

H[HFXWLRQ�DQG� OHDGHUVKLS�� VKRXOG�KDYH�EHFRPH�RQH�RI� WKH�KDQGIXO�RI

PRVW�YDOXDEOH�FRPSDQLHV�LQ�WKH�ZRUOG"

7KH� DQVZHU� LV� QRW� YHU\�� DOWKRXJK� WKLV� LV� D� GHFLGHGO\� PLQRULW\

YLHZSRLQW�� ,Q� UHFHQW� \HDUV�� $PD]RQ� KDV� ODUJHO\� HUDGLFDWHG� WKH

RSSRVLWLRQ�� DW� OHDVW� ZLWK� UHVSHFW� WR� WKH� LQYHVWLQJ� VNHSWLFV�� $QG� WKH

DFFHOHUDWLRQ� RI� VDOHV� DQG�PDUNHW� YDOXH� GULYHQ� E\� WKH� �����SDQGHPLF

KDV�PDUJLQDOL]HG�WKDW�PLQRULW\�HYHQ�IXUWKHU��6XFFHVV��DV�WKH\�VD\��LV�WKH

EHVW�UHYHQJH��7KH�FRPSDQ\�KDV�VLJQLILFDQWO\�RXWSHUIRUPHG�WKH�PDUNHW

RYHU� WKH� ODVW� GHFDGH�� LQFOXGLQJ� GXULQJ� DOO� EXW� WKUHH� RI� WKH� LQGLYLGXDO

\HDUV�� DQG� LQ������ WKH� VWRFN�DSSUHFLDWHG����SHUFHQW�� ,W� KDV�EXLOW� WKH

SURILWDEOH�$:6�DQG�DGYHUWLVLQJ�EXVLQHVVHV�HYHQ�DV�LW�KDV�FRQWLQXHG�WR

JDLQ�VKDUH�RI�JOREDO�RQOLQH�FRPPHUFH�

$V�UHFHQWO\�DV�������EDUHO\����SHUFHQW�RI�VHOO�VLGH�UHVHDUFK�DQDO\VWV

KDG�D�EX\�RQ�WKH�VWRFN��ZKLFK�UHPDLQHG�VWXEERUQO\�XQGHU�����VKDUH�

%\� ������ ZLWK� WKH� VWRFN� WKURXJK� �����VKDUH�� PRUH� WKDQ� KDOI� WKH

DQDO\VWV�KDG�EHHQ� FRQYHUWHG� WR�EXOOV�� DOWKRXJK�D� VLJQLILFDQW�PLQRULW\

PDLQWDLQHG� D� KROG� RU� HYHQ� D� VHOO� UDWLQJ�� $V� VKDUHV� EURNH� ������� LQ

������ OLWHUDOO\� ���� SHUFHQW� RI� WKH� DOPRVW� ILIW\� UHVHDUFK� DQDO\VWV

117



FRYHULQJ� WKH� FRPSDQ\� KDG� D� EX\� RQ� WKH� VWRFN��$QG� WKDW�ZDV� EHIRUH

&29,'���� IRUFHG� HYHU\RQH� WR� UHO\� RQ� WKHLU� KRPH� FRPSXWHUV� IRU

DOPRVW�DOO�IRUPV�RI�FRPPHUFH��:KDW�FRXOG�JR�ZURQJ"

7KH� VRXUFH� RI� WKH� UHVHDUFK� DQDO\VWVÖ� FROOHFWLYH� HQWKXVLDVP� LV� WKH

SRWHQWLDO�IRU�FRQWLQXHG�JURZWK��:KLOH�SRLQWLQJ�WR�WKH�VKDUH�RI�RQOLQH

VDOHV� WR� GHPRQVWUDWH� $PD]RQÖV� LQYLQFLELOLW\�� WKH\� DOVR� IRFXV� RQ� WKH

UHODWLYHO\� VPDOO� SRUWLRQ�RI�DOO� VDOHV� UHSUHVHQWHG� E\� WKH� FRPSDQ\�� OHVV

WKDQ� �� SHUFHQW� LQ� WKH� 86� DQG� OHVV� WKDQ� �� SHUFHQW� JOREDOO\�� 7KLV

GHPRQVWUDWHV�VLJQLILFDQW�ØZKLWH�VSDFHÙ�RQ�ZKLFK�$PD]RQ�FDQ�DSSO\�LWV

GLVUXSWLYH�PDJLF��1R� UHDVRQ�� WKH\� DUJXH�� QRWZLWKVWDQGLQJ� WKH� ODZ�RI

ODUJH� QXPEHUV�� WKDW�$PD]RQ� FDQÖW� FRQWLQXH� WR� JURZ� DV� LW� KDV� LQ� WKH

SDVWÔRQO\� QRZ� IXOO\� OHYHUDJLQJ� WKH� IRUPLGDEOH� IL[HG�FRVW

LQIUDVWUXFWXUH�DQG�WHFKQRORJ\�LQYHVWPHQWV�LW�KDV�DOUHDG\�PDGH�

$OWKRXJK� D� YDULHW\� RI� PHWKRGRORJLHV� DUH� XVHG� WR� GHULYH� SULFH

WDUJHWV�RI����SHUFHQW�RU�PRUH�DERYH�FXUUHQW� OHYHOV��VRPH�SRLQW�WR�WKH

DYHUDJH�UHYHQXH�PXOWLSOH�DW�ZKLFK�WKH�FRPSDQ\�KDV�WUDGHG�LQ�WKH�SDVW

DQG� DUJXH� WKDW� WKLV� LV� D� VHQVLEOH� EHQFKPDUN� IRU� WKH� IXWXUH�

0DWKHPDWLFDOO\��WKLV�LPSOLHV�WKDW�WKH�VWRFN�SULFH�VKRXOG�JURZ�URXJKO\

LQ� OLQH�ZLWK� UHYHQXHV��$QG� VLQFH� DQDO\VWV� DQWLFLSDWH�$PD]RQ� UHYHQXH

JURZWK� DSSURDFKLQJ� ��� SHUFHQW� IRU� WKH� QH[W� WKUHH� \HDUVÔIDU� DERYH

H[SHFWHG�LQFUHDVHV�LQ�HTXLW\�PDUNHW�DSSUHFLDWLRQÔWKH\�XQVXUSULVLQJO\

FRQFOXGH�WKDW�$PD]RQ�LV�SRLVHG�IRU�FRQWLQXHG�RXWSHUIRUPDQFH�

$OO� SODWIRUPV� DUH� QRW� HTXDO�� DQG� QHLWKHU� LV� DOO� JURZWK�� $V� ZH

H[SODLQHG� LQ� FKDSWHU� ��� QRW� DOO� JURZWK� FUHDWHV� YDOXH�� 7KH� UHOHYDQW

TXHVWLRQ�LV�QRW�ZKHWKHU�WKHUH�LV�JURZWK�EXW�KRZ�LW�LV�JHQHUDWHG��,Q�7KH

&XUVH�RI�WKH�0RJXO��P\�FRDXWKRUV�DQG�,�GHPRQVWUDWHG�WKDW�WKHUH�ZDV

LQGHHG� D� VLJQLILFDQW� FRUUHODWLRQ� EHWZHHQ� UHYHQXH� JURZWK� DQG� YDOXH

FUHDWLRQ�DPRQJ�WKH�ODUJHVW�PHGLD�FRQJORPHUDWHV�RYHU�DOPRVW�D�TXDUWHU

FHQWXU\����8QIRUWXQDWHO\��WKDW�FRUUHODWLRQ�ZDV�GHFLGHGO\�QHJDWLYH��7KH

FRQJORPHUDWHV� KDG� DFKLHYHG� JURZWK� ODUJHO\� WKURXJK� RYHUSULFHG

DFTXLVLWLRQV�DQG�IRROLVK�LQWHUQDO�SURMHFWV�

7R� DVVHVV� WKH� YDOLGLW\� RI� UHVHDUFK� DQDO\VWVÖ� RSWLPLVP� DFFRUGLQJO\

UHTXLUHV� DQ� XQGHUVWDQGLQJ� RI� ZKHUH� SUHFLVHO\� WKH\� VHH� WKLV� JURZWK

FRPLQJ� IURP�� 7KDW� LV�� ZH� QHHG� WR� FRQVLGHU�ZKDW� SDUW� RI� WKH� ØZKLWH
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VSDFHÙ�$PD]RQ� SODQV� WR� ILOO� LQ� DQG� DQDO\]H�ZKHWKHU� WKLV� MXVWLILHV� DQ

H[SHFWDWLRQ�RI� VXSHULRU� UHWXUQV�� ,Q� WKH�RQOLQH�FRPPHUFH�EXVLQHVV�� WKH

DQDO\VWV� SRLQW� WR� WZR� SULPDU\� DUHDV� RI� JURZWKÔQHZ� SURGXFW

FDWHJRULHV�DQG�QHZ�LQWHUQDWLRQDO�JHRJUDSKLHV�

%HIRUH� WXUQLQJ� WR� DQ� H[DPLQDWLRQ� RI� HDFK� RI� WKHVH� LQ� WXUQ�� OHWÖV

VWDUW�ZLWK�DQ�REYLRXV�EXW�KLJKO\�SHUWLQHQW�REVHUYDWLRQ��2YHU�LWV�KLVWRU\

RI�JURZWK��$PD]RQ��OLNH�HYHU\�RWKHU�FRPSDQ\��DGGHG�WKH�SURGXFWV�DQG

JHRJUDSKLHV�ZLWK� WKH�JUHDWHVW�RSSRUWXQLW\� ILUVW��PRYLQJ�GRZQ�WKH� OLVW

WR�OHVV�REYLRXV�RSSRUWXQLWLHV��6R��LQ�SURGXFW��DIWHU�ERRNV��PRYLHV�DQG

PXVLF� ZHUH� DGGHG� DV� WKH� QH[W� ORJLFDO� DGMDFHQFLHV�� &RQVXPHUV� ZHUH

XVHG� WR� EX\LQJ� ERRNV�� '9'V�� DQG� &'V� WRJHWKHU� LQ� DQ� RII�OLQH

HQYLURQPHQW�DQG� WKH\�ZHUH� ORJLVWLFDOO\�HDVLHVW� WR� MRLQWO\�SDFNDJH�DQG

VKLS��,QWHUQDWLRQDOO\��LW�EHJDQ�E\�EX\LQJ�WKH�OHDGLQJ�LQFXPEHQW�RQOLQH

ERRNVWRUHV� LQ� WKH� WZR� ODUJHVW� (XURSHDQ� PDUNHWV� FORVHVW� WR� WKH� 86

OLQJXLVWLFDOO\��VWUXFWXUDOO\��RU�HFRQRPLFDOO\���

7ZHQW\�ILYH�\HDUV�RI�UHOHQWOHVV�H[SDQVLRQ�ODWHU��QRW�VXUSULVLQJO\�WKH

ØZKLWH� VSDFHÙ�SLFNLQJV��DOWKRXJK�VWLOO�SOHQWLIXO� LQ�DEVROXWH� WHUPV��DUH

FRQVLGHUDEO\�OHVV�DWWUDFWLYH�LQ�UHODWLYH�WHUPV��7KLV�LV�GHPRQVWUDWHG�ERWK

E\� $PD]RQÖV� PRVW� UHFHQW� LQLWLDWLYHV� DQG� WKH� VSHFLILF� SRWHQWLDO� QHZ

FDWHJRULHV�KLJKOLJKWHG�E\�WKH�DQDO\VWV�

7KH� SURGXFW� FDWHJRU\� WKDW� KDV� DWWUDFWHG� WKH� PRVW� DWWHQWLRQ� LQ

UHFHQW�\HDUV�LV�JURFHU\����)RU�WKRVH�LQ�VHDUFK�RI�JURZWK��WKH�JRRG�QHZV

LV�WKDW�JURFHU\�LV�WKH�ELJJHVW�FDWHJRU\�LQ�ZKLFK�$PD]RQ�GRHV�QRW�KDYH

D�PHDQLQJIXO� KLVWRULF� VKDUH� DQG� UHSUHVHQWV� WKH� ODUJHVW� UHWDLO� FDWHJRU\

RYHUDOO�DIWHU�PRWRU�YHKLFOHV�DQG�SDUWV�GHDOHUV����)RU�WKRVH�LQ�VHDUFK�RI

YDOXH��WKH�EDG�QHZV�LV�WKDW�LW�KDV�WKH�WKLQQHVW�PDUJLQV�DQG�ERDVWV�WKH

FDUFDVVHV�RI�DQ�XQXVXDO�QXPEHU�RI�KLJK�SURILOH�RQOLQH�IDLOXUHV��:HEYDQ

UDLVHG� DOPRVW� ��� ELOOLRQ� EHIRUH� FUDVKLQJ�� 2WKHU� KDV�EHHQV� LQFOXGH

.R]PR��+RPH*URFHU��DQG�6KRS/LQN�

7KH�RQOLQH�JURFHU�WKDW�KDV�DWWUDFWHG�WKH�PRVW�FDSLWDO�DQG�DWWHQWLRQ

LV� WKH�8.ÖV�2FDGR��ZKLFK� LV�ERWK�WKH� OHDGLQJ�RQOLQH�SXUYH\RU� LQ� WKDW

FRXQWU\� �D� ��� SHUFHQW� VKDUH� LQ� ������ DQG� D� VRIWZDUH� DQG� KDUGZDUH

VROXWLRQ�SURYLGHU� WR�JURFHU\�SDUWQHUV�DURXQG� WKH�ZRUOG���� ,Q� WKH�86�

2FDGR�KDV�SDUWQHUHG�ZLWK�.URJHU��0DQ\�RWKHU�86�JURFHU\�FKDLQV�KDYH
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VLPSO\�SDUWQHUHG�ZLWK�,QVWDFDUW�WR�SURYLGH�RQOLQH�GHOLYHU\��LQFLGHQWDOO\�

,QVWDFDUW�KDV�XVHG�WKH�SDQGHPLF�UHODWHG�VXUJH�LQ�EXVLQHVV�WR�DFFHOHUDWH

LWV�,32�SODQV����$V�WKH�SDQGHPLF�KDV�FRQYLQFHG�LQYHVWRUV�WKDW�ØJURFHU\

VKRSSLQJ�LV�IRUHYHU�FKDQJHG�Ù���2FDGR�LV�QRW�DQWLFLSDWHG�WR�EUHDN�HYHQ

IRU�PDQ\� \HDUV� GHVSLWH� LWV� DWWUDFWLYH� K\EULG� EXVLQHVV�PRGHO� DQG� VN\�

KLJK�YDOXDWLRQ���

2QOLQH�JURFHUV�IURP�WKH�����V�WKDW�KDYH�VXUYLYHG��OLNH�WKLUW\�\HDU

ROG� 3HDSRG�� DUH� IHZ� DQG� KDYH� PRVWO\� GRQH� VR� EHFDXVH� WKH\� ZHUH

SXUFKDVHG� E\� D� GHHS�SRFNHWHG� SDUHQW� ZLWK� RII�OLQH� SUHVHQFH�� QRW

EHFDXVH�WKH\�DFWXDOO\�PDNH�PRQH\����,Q�������3HDSRG�VWRSSHG�PDNLQJ

GHOLYHULHV�LQ�PDQ\�RI�LWV�PDUNHWV��GZLQGOLQJ�WR�WKH�UROH�RI�WHFKQRORJ\

SURYLGHU�WR�LWV�SDUHQWÖV�RII�OLQH�VWRUHV��ZKLFK�LQFOXGH�6WRS�	�6KRS�DQG

)RRG�/LRQ����(YHQ�)UHVK'LUHFW��ZKLFK�KDV�UDLVHG�KXQGUHGV�RI�PLOOLRQV

RI�GROODUV�DQG�EHHQ�WRXWHG�LQWHUQDWLRQDOO\�DV�D�ØKRPH�GHOLYHU\�VXFFHVV

VWRU\�Ù��� KDV� VWUXJJOHG� WR� JURZ�PXFK�EH\RQG� WKH�1HZ�<RUN�PDUNHW

DQG� LV� IDFLQJ� LQFUHDVLQJ� RSHUDWLRQDO� FKDOOHQJHV� DQG� FRPSHWLWLRQ

WKHUH���

:KDWÖV� PRUH�� LQ� WKH� 86�� WKH� JURFHU\� EXVLQHVV� KDV� DOUHDG\� EHHQ

GLVUXSWHGÔE\�:DOPDUW��7RGD\�:DOPDUW� LV� E\� IDU� WKH� ODUJHVW� JURFHU�

VHOOLQJ�DOPRVW�DV�PXFK�DV�WKH�QH[W�IRXU�FRPSHWLWRUV�FRPELQHG����*LYHQ

:DOPDUWÖV� SK\VLFDO� XELTXLW\�� WKH� IDFW� WKDW� ØFOLFN�DQG�FROOHFWÙ

UHSUHVHQWV�DQ�LQFUHDVLQJ�SRUWLRQÔWRGD\�DOPRVW�KDOIÔRI�RQOLQH�JURFHU\

VKRSSLQJ� SURYLGHV� D� EXLOW�LQ� DGYDQWDJH� RYHU� SXUH� GLJLWDO� JURFHUV�

$ERXW� ��� SHUFHQW� RI� $PHULFDQV� OLYH� ZLWKLQ� WHQ� PLOHV� RI� D�:DOPDUW

VWRUH�

$PD]RQ�KDG�EHHQ�WHVWLQJ�$PD]RQ�)UHVK�VLQFH�DW�OHDVW�������EXW�E\

WKH�WLPH�LW�DQQRXQFHG�WKH�DFTXLVLWLRQ�RI�:KROH�)RRGV�D�GHFDGH�ODWHU��LW

KDG�PDGH�OLWWOH�KHDGZD\�LQ�WKH�FDWHJRU\��:LWK�D�86�VKDUH�RI�XQGHU��

SHUFHQW��:KROH�)RRGV� LV� D� IUDFWLRQ�RI� WKH� VL]H�RI�PDQ\�RWKHU�RII�OLQH

FKDLQV� DQG� IRFXVHG� SULPDULO\� RQ� ØXSVFDOH� VXEXUEDQ� RU� PHWURSROLWDQ

DUHDV�Ù��� $IWHU� WKH� SXUFKDVH� RI�:KROH� )RRGV��$PD]RQ� DQQRXQFHG� LW

ZRXOG� VXVSHQG� LWV� $PD]RQ� )UHVK� JURFHU\� GHOLYHU\� VHUYLFH� LQ� PDQ\

VXEXUEDQ�]RQHV�DFURVV� WKH�FRXQWU\� WKDW�ZHUH�UHPRWH� IURP�DQ\�RI� WKH

DFTXLUHG� VWRUHV��7KLV�PRYH�� DORQJ�ZLWK� WKH� UHFHQW� ODXQFK�RI�$PD]RQ
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)UHVK�VWRUHV��VXJJHVWV�D�UHDOL]DWLRQ�WKDW�DQ�RII�OLQH�SUHVHQFH�LV�UHTXLUHG

WR�PDNH�DQ�RQOLQH�JURFHU\�EXVLQHVV�YLDEOH����*LYHQ��KRZHYHU��WKDW�RII�

OLQH�JURFHU\�EXVLQHVVHV��HYHQ�ZLWK�RQOLQH�RIIHULQJV��WUDGH�DW�OHVV�WKDQ�D

WHQWK�RI�$PD]RQÖV�ORIW\�WKUHH�WR�IRXU�WLPHV�UHYHQXH�PXOWLSOH��WKH�LGHD

WKDW�WKLV�DYHQXH�RI�JURZWK�ZLOO�EH�YDOXH�DFFUHWLYH�VHHPV�IDQFLIXO��(YHQ

$PD]RQÖV� UHFRUG�VHWWLQJ� :KROH� )RRGV� GHDO� ZDV� DW� ZHOO� XQGHU� RQH

WLPHV�UHYHQXH�

:KDW� PDQ\� RI� WKH� RWKHU� ODUJH� SURGXFW� FDWHJRULHV� WKDW� $PD]RQ

QHJOHFWHG� WR� DWWDFN� RYHU� WKH� ODVW� TXDUWHU� FHQWXU\� KDYH� LQ� FRPPRQ� LV

WKDW��ZHOO�� WKH\� UHDOO\� DUHQÖW�ZRUWK� DWWDFNLQJ�� 7KLV� FRXOG� EH� EHFDXVH

WKH\� GRQÖW� OHQG� WKHPVHOYHV� WR� GLJLWDO� FRPPHUFH� �H�J��� VHUYLFHV� OLNH

PHGLFDO��� WKH\� DUH� DOUHDG\� VR� GLJLWDOO\� GLVUXSWHG� E\� RWKHUV� WKDW� WKH

LQFUHPHQWDO�YDOXH�FUHDWLRQ�RSSRUWXQLW\�LV�OLPLWHG��H�J���HYHQW�RU�PRYLH

WLFNHW� VDOHV��� WKDW� WKH� QDWXUH� RI� WKH� SURGXFW� LV� LOO�VXLWHG� WR�$PD]RQÖV

GLVWULEXWLRQ� LQIUDVWUXFWXUH�RU�EXVLQHVV�PRGHO� �H�J��� FDUV�RU�KRPHV���RU

VRPH� FRPELQDWLRQ� RI� WKHVH�� 6XFK� LQKHUHQW� OLPLWDWLRQV� KDYH� QRW

GLPLQLVKHG� WKH� HDJHUQHVV� RI� DQDO\VWV� WR� SURPRWH� WKHVH� DV� SURPLVLQJ

YHFWRUV�RI�IXWXUH�JURZWK�

7DNH�WKH�WZR�ODUJHVW�SXUFKDVHV�D�IDPLO\�PDNHV��D�KRXVH�DQG�D�FDU�

%HIRUH� WKH� LQWHUQHW�� PDUNHWLQJ� IRU� ERWK� ZDV� GRPLQDWHG� E\� ORFDO

QHZVSDSHU� FODVVLILHGV� DQG� DGYHUWLVLQJ�� ZLWK� UHDO� OLYH� UHDOWRUV� DQG

GHDOHUV�H[HFXWLQJ� WKH�DFWXDO� WUDQVDFWLRQV�RXWVLGH�RI� VRPH�GLUHFW�XVHG�

FDU�VDOHV�

7KH�RQOLQH�KRPH�FDWHJRU\� OHDGHU�=LOORZ� WRRN�D�KLW� WR� LWV� VWRFN�D

IHZ�\HDUV�DJR�ZKHQ�$PD]RQ�DGGHG�D�ZHE�SDJH�KLQWLQJ�DW�H[SDQVLRQ

LQWR� UHDO� HVWDWH� UHIHUUDOV���� 7KH� SDJH� VRRQ� GLVDSSHDUHG���� =LOORZ� KDV

FRQWLQXHG� WR� VRDU�� DQG� $PD]RQ� LV� PRVWO\� OLPLWHG� WR� VHOOLQJ� VPDOO

SUHIDEULFDWHG� KRPHVÔZLWK� IUHH� VKLSSLQJÔRQOLQH���� =LOORZ� GRHV� DOVR

OHYHUDJH�LWV�SURSULHWDU\�GDWD�WR�DFWXDOO\�EX\�DQG�VHOO�KRPHV�IRU�LWV�RZQ

DFFRXQW� DV�ZHOO� DV� SURYLGH� ILQDQFLQJ�� DUHDV� LQ�ZKLFK�$PD]RQ� LV� QRW

ZHOO�SRVLWLRQHG�WR�FRPSHWH�

,Q�DXWRV��DOWKRXJK�LW�ODXQFKHG�$PD]RQ�9HKLFOHV�LQ������WR�SURYLGH

UHYLHZV�DQG� VSHFV� IRU� FDU�EX\HUV�� LW� UHPDLQV� IDU�EHKLQG�RYHU�D�GR]HQ

DGYHUWLVLQJ�EDVHG� OHDG� JHQHUDWLRQ� EXVLQHVVHV� LQ� WKH� VSDFH�� 7KHVH
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LQFOXGH� ORQJ� HVWDEOLVKHG� OHDGHUV� OLNH� $XWRWUDGHU� DQG� &DUV�FRP� DQG

QHZHU� HQWUDQWV� OLNH� 7UXH&DU� DQG� &DU*XUXV�� PDQ\� RI� ZKLFK� KDYH

SURSULHWDU\� GDWD� DQG� IXQFWLRQDOLW\� ZHOO� EH\RQG� $PD]RQÖV� RIIHULQJ�

$OWKRXJK� VWULFW� VWDWH� GHDOHUVKLS� ODZV� OLPLW� QHZ� FDU� EX\LQJ� RQOLQH�� LQ

DGGLWLRQ� WR� DGYHUWLVLQJ� D� QXPEHU� RI� WKHVH� EXVLQHVVHV� KDYH� WKULYLQJ

SHHU�WR�SHHU� PDUNHWSODFHV� IRU� EX\LQJ� DQG� VHOOLQJ� XVHG� FDUV�� %XW� WKH

YHU\� QXPEHU� RI� SOD\HUV� LQ� WKHVH� PDUNHWV�� DQG� FRQWLQXLQJ� DELOLW\� RI

PRUH�WR�HQWHU��GHPRQVWUDWHV�WKH�GLIILFXOW�HFRQRPLFV�RI�WKH�VSDFH�HYHQ

DV� LW� KDV� JURZQ��7KH� KXJHO\� GLVDSSRLQWLQJ� SHUIRUPDQFH� RI�&DUV�FRP

VLQFH� LW� VSXQ� RII� DV� DQ� LQGHSHQGHQW� FRPSDQ\� VHYHUDO� \HDUV� DJR� LV

UHIOHFWLYH�RI�WKLV�VWUXFWXUDO�VHFWRUDO�LQILUPLW\ÔDV�LV�WKH�LQDELOLW\�RI�WKH

FRPSDQ\�WR�ILQG�D�ZLOOLQJ�EX\HU�HYHQ�DIWHU�LW�SXW�LWVHOI�XS�IRU�VDOH���

0RUH�UHFHQWO\��SXUHO\�GLJLWDO�XVHG�FDU�UHWDLOHUV�KDYH�HPHUJHG�ZLWK

WKH� VXFFHVVIXO� ,32V� RI� &DUYDQD� ������� DQG� 9URRP� �������� 2WKHUV

DSSHDU�SRLVHG�WR�IROORZ��$PD]RQÖV�ZDUHKRXVH�LQIUDVWUXFWXUH��KRZHYHU�

FDQQRW� SUDFWLFDOO\� DFFRPPRGDWH� FDU� UHWDLOLQJ� DQG� LW� KDV� QR� DSSDUHQW

SODQV�WR�HQWHU�WKLV�SDUW�RI�WKH�PDUNHW�

7XUQLQJ� WR� WKH� VRXUFHV� RI� SRWHQWLDO� LQWHUQDWLRQDO� JURZWK�� LW� LV

ZRUWK� UHPHPEHULQJ� WKDW� IRU� WKH� PRVW� VXFFHVVIXO� WUXO\� JOREDO

FRPSDQLHV��ZKDW�LV�FDSWXUHG�XQGHU�WKH�JHQHULF�ODEHO�ØLQWHUQDWLRQDOÙ�LV

UHDOO\� D� VHULHV� RI� WDLORUHG� DSSURDFKHV� WR� YHU\� GLIIHUHQW� PDUNHWV�� 7KH

QHFHVVLW\�RI�D�PXOWL�ORFDO�UDWKHU�WKDQ�LQWHUQDWLRQDO�VWUDWHJ\�LV�GULYHQ�E\

WKH�RIWHQ�VWDUN�GLIIHUHQFHV�LQ�PDUNHW�VWUXFWXUH��FRQVXPHU�GHPDQG��DQG

UHJXODWLRQ�DFURVV�JHRJUDSKLHV����7KLV�LV�SDUWLFXODUO\�WUXH�LQ�VHFWRUV��OLNH

UHWDLO��ZKHUH�WKH�FRVWV�LQFXUUHG�LQ�SURYLGLQJ�WKH�SURGXFW�RU�VHUYLFH�DUH

SUHGRPLQDQWO\�ORFDO��7KHVH�GUDPDWLF�PDUNHW�WR�PDUNHW�GLVWLQFWLRQV�DUH

UHIOHFWHG� LQ� WKH� IDFW� WKDW� HYHQ� DPRQJ� EXVLQHVVHV� ZLWK� WUXO\

LQWHUQDWLRQDO� RSHUDWLRQV�� LW� LV� W\SLFDO� WKDW� D� PDMRULW\� RI� SURILWV� DUH

IRXQG� LQ� D� YHU\� VPDOO� QXPEHU� RI� FRXQWULHV� RU� UHJLRQV� DQG�PD\� HYHQ

UHTXLUH�WKH�DGRSWLRQ�RI�GLVWLQFW�ORFDO�EUDQGLQJ�WR�VXFFHHG�

$PD]RQ� KDV� REYLRXVO\� FRPH� D� ORQJ� ZD\� IURP� LWV� ILUVW� ����

DFTXLVLWLRQV�RI�RQOLQH�ERRNVHOOHUV�LQ�WKH�8.�DQG�*HUPDQ\��7RGD\�WKH

FRPSDQ\� RSHUDWHV� LQ� DURXQG� ILIW\�HLJKW� FRXQWULHV� DQG� UHDFKHV� RYHU� D

ELOOLRQ� FRQVXPHUV�� 0DQ\� FRPSDQLHV� DFFHSW� ORZHU� SURILWDELOLW\� IURP
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WKHLU� LQWHUQDWLRQDO�RSHUDWLRQV� LQ�UHWXUQ�IRU�D�KLJKHU�JURZWK�UDWH�RQFH

WKH� GRPHVWLF� PDUNHW� VWDUWV� WR� EHFRPH� VDWXUDWHG�� :KDW� KDV

GLVWLQJXLVKHG� $PD]RQÖV� LQWHUQDWLRQDO� RSHUDWLRQV� LQ� UHFHQW� \HDUV�

KRZHYHU�� LV� WKDW� WKH\� KDYH� JURZQ� VLJQLILFDQWO\� VORZHU� WKDQ� WKH� 86

EXVLQHVV� HYHQ� ZKLOH� KHPRUUKDJLQJ� PRQH\�� )RU� WKH� HQWLUH� GHFDGH

EHWZHHQ������DQG������� LQWHUQDWLRQDO� UHWDLO�JUHZ�VORZHU� WKDQ� LWV�86

FRXQWHUSDUW�DQG��XQWLO�WKH�SDQGHPLF�KLW�LQ�������GLG�QRW�VKRZ�D�SURILW

LQ� DQ\� \HDU� VLQFH� ��������:KHQ� WKH� LQWHUQDWLRQDO� GLYLVLRQ� SRVWHG� LWV

ILUVW� TXDUWHUO\� SURILW� LQ� \HDUV� GXULQJ� WKH� KHLJKW� RI� D� SDQGHPLF�IXHOHG

ERRP�LQ�RQOLQH�VDOHV��HYHQ�%H]RV�ZDUQHG�WKDW�LW�ZDV�D�ØKLJKO\�XQXVXDO

TXDUWHUÙ�UDWKHU�WKDQ�D�UHOLDEOH�WUHQG����7KH�RYHUDOO�PDUJLQ�HNHG�RXW�LQ

WKH�GLYLVLRQ�IRU�WKH�RYHUDOO�ZDWHUVKHG�\HDU�ZDV�ZHOO�XQGHU���SHUFHQW���

7KLV�EURDGO\�WUDFNV�:DOPDUWÖV�H[SHULHQFH�JURZLQJ�LWV�LQWHUQDWLRQDO

RSHUDWLRQV�D�GHFDGH�HDUOLHU�� VWDUWLQJ�ZLWK� LWV� ILUVW� VWRUH�RXWVLGH�RI� WKH

86� LQ� 0H[LFR� &LW\� LQ� ������ $OWKRXJK� DW� OHDVW� SURILWDEOH�� :DOPDUW

RXWVLGH�WKH�86�KDV�QHYHU�FRPH�FORVH�WR�DFKLHYLQJ�WKH�UHVXOWV�RI�LWV�86

RSHUDWLRQV��7KH�UHDVRQV�IRU�WKLV�GLVWLQFWLRQ�DUH�QRW�WKDW�GLIIHUHQW�IURP

WKH� UHDVRQV� WKDW� $PD]RQ� RXWVLGH� WKH� 86� LV� VR� PXFK� OHVV� SURILWDEOH�

&XOWXUDO� DQG� VWUXFWXUDO� GLIIHUHQFHV� DVLGH�� :DOPDUW� JHQHUDOO\� HQWHUHG

DIWHU� D� ORFDO� FRPSHWLWRU� KDG� EXLOW� XS� D� EUDQG� DQG� DQ� HIILFLHQWO\

FOXVWHUHG�QHWZRUN�RI�VWRUHV�DQDORJRXV�WR�ZKDW�:DOPDUW�KDG�LQ�WKH�86�

:DOPDUW�UHWUHDWHG�HQWLUHO\�IURP�*HUPDQ\�IRU�VLPLODU�UHDVRQV�WKDW�$OGL

LV� XQOLNHO\� WR� PDNH� D� UHWXUQ� RQ� LWV� ��� ELOOLRQ�� ILYH�\HDU� 86� JURZWK

LQLWLDWLYH�EHJXQ�LQ��������

,I� HYHU\� QXPEHU� RQH� SOD\HU� LQ� D�PDUNHW� FRXOG� HDVLO\� EHFRPH� WKH

QXPEHU�RQH�SOD\HU�LQ�HYHU\�RWKHU�PDUNHW��DOO�WKH�PDUNHWV�ZRXOG�KDYH�D

ORW�RI�QXPEHU�RQH�SOD\HUV��7KH�FOHDU�OHDGHU�LQ�WKH�8.��7HVFR��OHDUQHG

WKLV�WKH�KDUG�ZD\�RQO\�DIWHU�LW�SRXUHG���ELOOLRQ�SRXQGV�LQWR�LWV�HIIRUWV

WR� GRPLQDWH� WKH� 86� EHIRUH� UHWUHDWLQJ� HQWLUHO\���� :DOPDUW� GLG

VRPHZKDW� EHWWHU� WKDQ� WKDW� LQ� WKH�8.� IRU� D� WLPH� EXW� RQO\� EHFDXVH� LW

ERXJKW� XS� WKH� QXPEHU� WKUHH� SOD\HU� DQG� RSHUDWHG� XQGHU� WKDW� ORFDO

EUDQG� DV� LW� GRHV� JHQHUDOO\� DEURDG���� $IWHU� LWV� DWWHPSW� WR� PHUJH� WKH

VWUXJJOLQJ� RSHUDWLRQ� ZLWK� WKH� QXPEHU� WZR� SOD\HU� ZDV� EORFNHG�

:DOPDUW� VROG�D�PDMRULW\� VWDNH� WR�D�SULYDWH� HTXLW\� ILUP� LQ������DIWHU
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RYHU� D� GHFDGH� RI� WU\LQJ� WR� VXFFHHG� LQ� WKH� 8.���� $OWKRXJK� WRGD\

:DOPDUW�RSHUDWHV�LQ�WZHQW\�VHYHQ�FRXQWULHV��LWV�LQWHUQDWLRQDO�UHYHQXHV

DQG�SURILWV�QRZ�FRPH�RYHUZKHOPLQJO\�IURP�0H[LFR�DQG�&DQDGD�

)RU� $PD]RQ�� WKH� VLWXDWLRQ� LV�PXFK� WKH� VDPH���� ,Q� WKH� 86� LW� KDV

WDNHQ�FRQVLGHUDEOH�VKDUH�IURP�RII�OLQH�UHWDLOHUV��,QWHUQDWLRQDOO\��LW�IDFHV

QRW�MXVW�WKHVH�FRUUHVSRQGLQJ�RII�OLQH�UHWDLOHUV��EXW�VFDOH�RQOLQH�SOD\HUV

DV�ZHOO��)RU� LQVWDQFH��$OLEDED�GRPLQDWHV�QRW� MXVW�&KLQD�EXW�PXFK�RI

$VLD�� QRWDEO\ÔXQOLNH� $PD]RQÖV� DSSURDFKÔZLWK� D� VHULHV� RI� ORFDO

EUDQGV�ZKLOH�0HUFDGR/LEUH�LV�IDU�DKHDG�QRW�MXVW�LQ�0H[LFR�EXW�LQ�PRVW

RI�6RXWK�$PHULFD�

$PD]RQÖV� PRVW� DJJUHVVLYH� LQWHUQDWLRQDO� LQLWLDWLYH� LQ� UHFHQW� \HDUV

KDV� EHHQ� LQ� ,QGLD�� 7KH� VWRU\� RI� LWV� H[SHULHQFH� WKHUH� VR� IDU� VKRXOG

GDPSHQ�WKH�HXSKRULD�RYHU�WKH�H[WHQW�RI�WKH�VKDUH�SULFH�XSVLGH�IURP�WKH

LQWHUQDWLRQDO�RSSRUWXQLW\�

,W� LV� QRW� KDUG� WR� VHH� ZK\� $PD]RQ� ZDV� DWWUDFWHG� WR� WKH� ,QGLDQ

PDUNHWSODFH� DIWHU� LWV� IDLOXUH� LQ� &KLQD�� ZKHUH� LW� ODXQFKHG� LQ� �����

$PD]RQ� HQWHUHG� &KLQD� WKURXJK� WKH� SXUFKDVH� RI� D� ORFDO� RQOLQH

ERRNVWRUH�� DQG� LQYHVWHG� ELOOLRQV� LQ� ZDUHKRXVHV� DQG� HGXFDWLRQ

SURJUDPV�WR�WHDFK�ORFDOV�WKH�$PD]RQ�ZD\��EXW�VWLOO�KDG�OHVV�WKDQ�D��

SHUFHQW� H�FRPPHUFH� PDUNHW� VKDUH� HYHQ� DIWHU� ODXQFKLQJ� 3ULPH� LQ

��������7KH�FRPSDQ\�VKXW�GRZQ�LWV�PDUNHWSODFH�EXVLQHVV�LQ�&KLQD�LQ

��������$PD]RQ�UDUHO\�JLYHV�XSÔUHPHPEHU��LWÖV�UHOHQWOHVVÔDQG�LW�KDV

RIWHQ�GHPRQVWUDWHG�DQ�DELOLW\�WR�TXLFNO\�OHDUQ�IURP�LWV�PLVWDNHV��:LWK

,QGLD�SRLVHG�WR�EHFRPH�WKH�WKLUG�ODUJHVW�FRQVXPHU�PDUNHW�EHKLQG�WKH

86�DQG�&KLQD����LW�ZDV�WKH�ORJLFDO�VSRW�WR�SODFH�D�ELJ�EHW�RQ�WDNLQJ�D

PRUH� QXDQFHG� ORFDOO\� WDLORUHG� DSSURDFK� WR� LQWHUQDWLRQDO� JURZWK�

DGDSWLQJ�OHVVRQV�OHDUQHG�LQ�&KLQD�

/DXQFKLQJ� LQ� ������ $PD]RQ� IROORZHG� D� IXQGDPHQWDOO\� GLIIHUHQW

EXVLQHVV� PRGHO�� GULYHQ� QRW� MXVW� E\� ORFDO� PDUNHW� VWUXFWXUH� EXW� ORFDO

UHJXODWLRQ�� $PD]RQ� VXSSRUWHG� ORFDO�PDQXIDFWXUHUV�� GLVWULEXWRUV�� DQG

UHWDLOHUV� WR�KHOS�EXLOG�WKHLU�RQOLQH�FDSDELOLWLHV� WR�DOORZ�WKHP�WR�ZRUN

ZLWK�$PD]RQ��%XW�DW�WKH�HQG�RI�������WKH�FRXQWU\�SXW�LQ�SODFH�D�VHULHV

RI�UXOHV�WKDW�HIIHFWLYHO\�EDUUHG�IRUHLJQ�RZQHG�VHOOHUV�IURP�RSHUDWLQJ�H�

FRPPHUFH� EXVLQHVV� H[FHSW� WKURXJK� D� SXUH� PDUNHWSODFH� PRGHO���� %\
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WKDW� SRLQW�$PD]RQ� KDG� DOUHDG\� FRPPLWWHG� WR� LQYHVWLQJ� ��� ELOOLRQ� LQ

WKH� YHQWXUH���� :KHQ� $PD]RQ� GHVLJQHG� D� ZRUNDURXQG� E\� EX\LQJ� D

QXPEHU� RI� ODUJH� PDUNHWSODFH� SDUWLFLSDQWV�� QHZ� UHJXODWLRQV� ZHUH

LPSOHPHQWHG�WR�VKXW�WKLV�GRZQ�DV�ZHOO���

7KH� FRPSHWLWLYH� ODQGVFDSH� DV� ZHOO� DV� WKH� FRQVWUDLQWV� RQ� WKH

SHUPLVVLEOH�EXVLQHVV�RSSRUWXQLW\�DUH�GDXQWLQJ�LQ�,QGLD��1RW�RQO\�GRHV

$PD]RQ�IDFH�LWV�KRPH�FRXQWU\�QHPHVLV�:DOPDUW��ZKLFK�KDG�VSHQW����

ELOOLRQ� IRU�D� FRQWUROOLQJ� VWDNH� LQ� WKH� OHDGLQJ� ORFDO� H�FRPPHUFH�SOD\HU

)OLSNDUW����WKH�VDPH�JLDQW�RQOLQH�UHWDLOHUV�WKDW�KDG�WURXQFHG�$PD]RQ�LQ

QHLJKERULQJ� &KLQD� �$OLEDED� DQG� -'�FRP�� ERWK� KDG� ORQJ� EHHQ� DFWLYH

WKHUH�� 0RVW� LQWLPLGDWLQJ�� KRZHYHU�� LV� ,QGLDÖV� RZQ� PDVVLYH� 5HOLDQFH

*URXS� FRQJORPHUDWH�� ZKLFK� DOUHDG\� SURYLGHG� D� EURDG� UDQJH� RI

ILQDQFLDO�DQG�LQIUDVWUXFWXUH�VHUYLFHV�WR�D�KXJH�VZDWK�RI�,QGLDÖV�EXVLQHVV

DQG�FRQVXPHU�VHFWRUV��VWXQWLQJ�$PD]RQÖV�VHUYLFHV�EXVLQHVV�

8QGHWHUUHG�� LQ� HDUO\� ������ MXVW� EHIRUH� WKH� SDQGHPLF� KDOWHG

LQWHUQDWLRQDO� WUDYHO�� -HII� %H]RV� DUULYHG� LQ� ,QGLD� WR� DQQRXQFH� DQ

DGGLWLRQDO�ELOOLRQ�GROODU�LQYHVWPHQW�LQ�WKH�FRXQWU\����6KRUWO\�WKHUHDIWHU

LW�ZDV�UHYHDOHG�WKDW�WKH�FRPSDQ\�KDV�SODQV�WR�ODXQFK�D�IRRG�GHOLYHU\

EXVLQHVV���� 2PLQRXVO\�� MXVW� EHIRUH� KLV� DUULYDO�� ZKLFK� VSDUNHG� ORFDO

SURWHVWV�� WKH� JRYHUQPHQW�GHFLGHG� WR� ODXQFK�DQ�DQWLWUXVW� LQYHVWLJDWLRQ

RI� WKH� FRPSDQ\���� 2Q� KLV� GHSDUWXUH�� ,QGLDÖV� WUDGH� PLQLVWHU� JDYH� KLV

XQJUDFLRXV� WDNH�RQ� WKH� IUHVK�ELOOLRQ�GROODU� LQYHVWPHQW�� Ø,WÖV� QRW� DV� LI

WKH\�DUH�GRLQJ�D�JUHDW�IDYRU�WR�,QGLD�Ù��

$� IHZ� PRQWKV� ODWHU�� 5HOLDQFH� DQQRXQFHG� WKDW� LW� KDG� UDLVHG� ���

ELOOLRQ�IRU� LWV�GLJLWDO�GLYLVLRQ��-LR�3ODWIRUPV�� IURP�WKH� OLNHV�RI�*RRJOH

DQG�)DFHERRN�DORQJ�ZLWK� VRYHUHLJQ�ZHDOWK� DQG�SULYDWH� HTXLW\� IXQGV�

&KDLUPDQ�0XNHVK�$PEDQL�DQQRXQFHG�WKDW� WKH�PRQH\�ZRXOG� LQ�SDUW

EH�XVHG�WR�H[SDQG�WKH�SODWIRUP��ZKLFK�DOUHDG\�DOORZHG�VPDOO�UHWDLOHUV

WR� SURYLGH� FRQVXPHUV� ZLWK� JURFHULHV� DQG� RWKHU� ORFDO� LWHPV�� WR� RIIHU

HOHFWURQLFV� DQG� IDVKLRQ�� ,I� ,QGLD� LV� $PD]RQÖV� PRVW� SURPLVLQJ

LQWHUQDWLRQDO� RSSRUWXQLW\ÔLW� FHUWDLQO\� ZLOO� EH� LWV� PRVW� FRVWO\Ô

LQYHVWRUV�FDQ�EH�IRUJLYHQ�LI�WKH\�GRQÖW�SODFH�PXFK�VWRFN�RQ�WKH�RGGV�RI

WKH� FRPSDQ\� DFKLHYLQJ� D� KLJKHU� UHWXUQ� RQ� LQYHVWPHQW� WKDQ� LW� GLG� LQ

&KLQD�
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'LJLWDO� LQYHVWRUV� RIWHQ� REVHVV� PRUH� DERXW� WKH� WRWDO� VL]H� RI� WKH

SRWHQWLDOO\� DGGUHVVDEOH� PDUNHWÔWR� SOXJ� LQ� FRUUHVSRQGLQJ� SRWHQWLDO

JURZWK� UDWHVÔUDWKHU� WKDQ� KRZ� PXFK� RI� LW� LV� ZRUWK� DGGUHVVLQJ�� ,Q

FKDSWHU����ZH�H[DPLQH�D�QXPEHU�RI�H�FRPPHUFH�EXVLQHVVHV� WKDW�KDYH

PDQDJHG�WR�GLJ�IDU�GHHSHU�PRDWV�WKDQ�$PD]RQ�E\�WDUJHWLQJ�QDUURZHU

PDUNHWV�WKDW�OHQG�WKHPVHOYHV�WR�VWURQJHU�HQWU\�EDUULHUV��$OWKRXJK�WKHLU

IUDQFKLVHV�PD\�UHSUHVHQW�XQWDSSHG�ØZKLWH�VSDFHÙ�IRU�$PD]RQÖV�IXWXUH

JURZWK��WKH\�DUH�XQOLNHO\�WR�UHSUHVHQW�XSVLGH�IRU�$PD]RQ�VKDUHKROGHUV�

&(2V�KDYH�DQ�RGG�WHQGHQF\�WR�DVVHUW�FRPSHWLWLYH�DGYDQWDJH�ZKHUH

QRQH�H[LVWV��7KH�RGGLW\�LV�WKDW�DFKLHYLQJ�FRQVLVWHQWO\�VXSHULRU�UHVXOWV�LQ

WKH�DEVHQFH�RI�FRPSHWLWLYH�DGYDQWDJH�LV�D�PXFK�PRUH�LPSUHVVLYH�WDVN

WKDQ�GRLQJ�VR�ZLWK�WKHLU�VWUXFWXUDO�DVVLVWDQFH�

7KH�H[WUDRUGLQDU\�SURJUHVV�RI�$PD]RQ�RQ�WKH�EDFN�RI�ØD�URSH�RI

PDQ\� VPDOO� DGYDQWDJHVÙ� LQ� LWV� FRUH� PDUNHWV� LV� D� WHVWDPHQW� WR� WKH

UHPDUNDEOH� VNLOOV� RI� LWV� OHDGHUVKLS�� <HV�� $PD]RQ� LV� UHOHQWOHVV� DQG

UXWKOHVV��%XW� LW�KDV�DOVR�HDUQHGÔLQ�FRQWUDVW� WR� LWV�)$$1*�SHHUVÔDQ

LPSUHVVLYH� WUDFN� UHFRUG� RI� ILQGLQJ� HQWLUHO\� QHZ� RSSRUWXQLWLHV� �$:6

PRVW�DVWRXQGLQJO\��DQG�WKHQ�DSSO\LQJ�ILHUFH�RSHUDWLQJ�GLVFLSOLQH�WR�WKH

QXDQFHV�RI�WKRVH�PDUNHWV��(YHQ�LI�$PD]RQ�ODFNV�VWURQJ�HQWU\�EDUULHUV

LQ� LWV� RULJLQDO� FRUH� FRPPHUFH� PDUNHWV�� LW� LV� VWLOO� D� JUHDW� FRPSDQ\�

:KHWKHU�LW�LV�ZRUWK�LWV�FXUUHQW�YDOXDWLRQ��KRZHYHU��LV�DQRWKHU�TXHVWLRQ�

.(<�&+$37(5�7$.($:$<6

���,Q� LWV� HDUO\� \HDUV� RI� JURZWK�� $PD]RQ� ZDV� D� SXUH� UHWDLO� PRGHO�� ZLWK� QR

QHWZRUN�H4HFWV� DQG� OLWWOH� FXVWRPHU� FDSWLYLW\�� ,W�ZRXOG�EH�DOPRVW� D�GHFDGH

EHIRUH�WKH�$PD]RQ�0DUNHWSODFH��ZKLFK�LV�D�FODVVLF�LQGLUHFW�QHWZRUN�H4HFWV

PRGHO��ZRXOG�EH�PDGH�EURDGO\�DYDLODEOH�

���7RGD\��DOWKRXJK�PRUH�JRRGV�DUH�VROG�WKURXJK�WKH�0DUNHWSODFH�WKDQ�GLUHFWO\

E\�$PD]RQ��LW�VWLOO�UHSUHVHQWV�RQO\�D�WLQ\�SRUWLRQ�RI�RYHUDOO�UHYHQXHV�EHFDXVH

UDWKHU�WKDQ�WKH�IXOO�SULFH�RI�WKH�SURGXFWV�VROG��WKH�FRPSDQ\�RQO\�UHFHLYHV�D

FRPPLVVLRQ�� 7KH� YDVW� PDMRULW\� RI� $PD]RQ� SUR2WV� QRZ� FRPH� IURP� WKH

XQUHODWHG�$PD]RQ�:HE�6HUYLFHV� �$:6��VHJPHQW��D�%�%�VRIWZDUH�EXVLQHVV

WKDW� EHQH2WV� IURP� WUDGLWLRQDO� VFDOH� DQG� FXVWRPHU� FDSWLYLW\� UDWKHU� WKDQ

QHWZRUN�H4HFWV�

���$PD]RQ�KDV�VHFXUHG�VRPH�PHDVXUH�RI�FXVWRPHU�FDSWLYLW\�WKURXJK�$PD]RQ

3ULPH�� ZKRVH� PHPEHUV� H[KLELW� VLJQL2FDQWO\� KLJKHU� EX\LQJ� SURFOLYLW\�
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:LWKRXW� NQRZLQJ� WKH� VL]H�RU�QDWXUH�RI� WKHVH� LQFUHPHQWDO� RUGHUV�� KRZHYHU�

WKH�HFRQRPLFV�RI�3ULPH�DUH�LPSRVVLEOH�WR�DVVHVV��2Q�LWV�IDFH��WKH�2QDQFLDO

ZLVGRP�RI�PDQ\�RI�WKH�DGGLWLRQDO�EHQH2WV�VXEVHTXHQWO\�SURYLGHG�WR�3ULPH

PHPEHUV��QRWDEO\�3ULPH�9LGHR��LV�KLJKO\�TXHVWLRQDEOH��6LPLODUO\��WKH�UHWXUQ

RQ� LQYHVWPHQW� RI� WKH� PRYH� WR� VDPH�GD\� GHOLYHU\�� TXLFNO\� PLPLFNHG� E\

PXOWLSOH�FRPSHWLWRUV��VHHPV�XQDFFHSWDEO\�ORZ�

���,Q�DGGLWLRQ�WR�WKH�FRQWLQXHG�VXFFHVV�RI�$:6��$PD]RQWV�PDVVLYH�YDOXDWLRQ�LV

VXSSRUWHG� E\� WKH� DQWLFLSDWHG� FRQWLQXHG� UREXVW� JURZWK� RI� LWV� H�FRPPHUFH

EXVLQHVV�� 0XFK� RI� WKLV� H[SDQVLRQ� LV� SUHGLFWHG� WR� FRPH� IURP� QHZ� SURGXFW

FDWHJRULHV� DQG� JHRJUDSKLHV�� $� FORVHU� ORRN� DW� WKHVH� VXJJHVWV� WKDW

XQDWWUDFWLYH�VWUXFWXUDO�DWWULEXWHV�RI�WKHVH�PDUNHWV�DUH�D�VLJQL2FDQW�UHDVRQ

WKDW�WKHVH�DUHDV�ZHUH�QRW�SXUVXHG�HDUOLHU��7KLV�UDLVHV�WKH�TXHVWLRQ�RI�ZKDW

YDOXH� LI� DQ\� LQYHVWRUV� VKRXOG� SODFH� RQ� WKLV� SRUWLRQ� RI� $PD]RQWV� SURMHFWHG

JURZWK�

���$PD]RQWV� IRUPLGDEOH� IUDQFKLVH� KDV� HPHUJHG� IURP� D� FRPELQDWLRQ� RI

XUHOHQWOHVVQHVV� DQG� UXWKOHVVQHVVY� RQ� WKH� RQH� KDQG� DQG� XD� URSH� RI�PDQ\

VPDOO� DGYDQWDJHVY� RQ� WKH� RWKHU�� ,WV� DXUD� RI� LQYLQFLELOLW\�� KRZHYHU�� LV� QRW

MXVWL2HG�DQG� WKH�SRWHQF\�RI� WKLV�PL[WXUH�RI�DWWULEXWHV�YDULHV�ZLGHO\�DFURVV

PDUNHWV��7KH�RYHUDOO�UHWXUQ�RQ�LQYHVWPHQW�RI�LWV�IXWXUH�H�FRPPHUFH�JURZWK

WUDMHFWRU\�LV�OLNHO\�WR�UHPDLQ�PRGHVW�
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�

$33/(��:+$7W6�$7�7+(�&25("

$7� ),567� */$1&(�� $33/(� 6((06� TXLWH� GLIIHUHQW� IURP� DQ\� RI� WKH� RWKHU

)$$1*�FRPSDQLHV�� ,Q� WKH� ILUVW� LQVWDQFH�� WKH� UHVW� DUH� FKLOGUHQ� RI� WKH

LQWHUQHW��7KHLU�EDVLF�EXVLQHVV�PRGHOV�ZHUH�ERUQ�RI�WKH�GLVWULEXWLYH�DQG

FRPPXQLFDWLYH� SRVVLELOLWLHV� FUHDWHG� E\� WKDW� XOWLPDWH� QHWZRUN� RI

QHWZRUNV�� )DPRXVO\� IRXQGHG� LQ� ������ GHFDGHV� EHIRUH� WKH� ILUVW� ZHE

EURZVHU�� E\� WKH� WZR� 6WHYHV��� -REV� DQG� :R]QLDN�� $SSOH� SULPDULO\

PDNHV�DQG�VHOOV�SK\VLFDO�FRQVXPHU�SURGXFWV�

2I� FRXUVH��PXFK�KDV� FKDQJHG� VLQFH� WKDW� WLPH�DERXW� WKH�EXVLQHVV�

RQO\� VRPH�RI� LW� UHIOHFWLQJ� WKH�HPHUJHQFH�RI� WKH� LQWHUQHW�� ,Q������� WKH

FRPSDQ\�GURSSHG� WKH�ZRUG�Ø&RPSXWHUÙ� IURP� LWV�QDPH� WR� UHIOHFW� LWV

SXVK� LQWR� FRQVXPHU� HOHFWURQLFV� ZULW� ODUJH��� %XW� PRVW� RI� $SSOHÖV

UHYHQXHV� VWLOO� FRPH� IURP� VHOOLQJ� SK\VLFDO� FRQVXPHU� SURGXFWV�� $QG� LQ

HDFK�\HDU� VLQFH� WKH�GHDWK�RI� -REV�DOPRVW�D�GHFDGH�DJR��D�PDMRULW\�RI

VDOHV�KDYH�DFWXDOO\�FRPH�IURP�D�VLQJOH�SURGXFW��WKH�L3KRQH��

,Q� WKLQNLQJ� DERXW� WKH� VRXUFHV� RI� $SSOHÖV� FRPSHWLWLYH� DGYDQWDJH�

KRZHYHU�� DQRWKHU�GLVWLQFWLRQ�EHWZHHQ�$SSOH�DQG�QRW�RQO\� WKH� UHVW�RI

)$$1*�EXW� WKH� UHVW�RI� WKH� WHFKQRORJ\� VHFWRU� ORRPV� ODUJH��/DZUHQFH

(OOLVRQ��WKH�PXOWLELOOLRQDLUH�FRIRXQGHU�RI�2UDFOH��ZDV�D�ORQJWLPH�-REV

IULHQG�ZKR� WULHG� WR� EDFN� KLP� LQ� D� KRVWLOH� ELG� IRU� WKH� FRPSDQ\� DIWHU

-REV�KDG�EHHQ�SXVKHG�RXW��$IWHU�-REVÖV�WULXPSKDQW������UHWXUQ�WR�WKH

FRPSDQ\�� (OOLVRQ�ZDV� WKH� ILUVW� QHZ� ERDUG�PHPEHU� VHOHFWHG� RQFH� WKH

ROG� JXDUG� ZDV� VKRZQ� WKH� GRRU�� (OOLVRQ� KDV� QR� GRXEW� DERXW� ZKDW

GLVWLQJXLVKHV�$SSOH��Ø6WHYH�FUHDWHG�WKH�RQO\�OLIHVW\OH�EUDQG�LQ�WKH�WHFK

LQGXVWU\�Ù�
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:KHQ� $SSOH� EHFDPH� WKH� ILUVW� 86� FRPSDQ\� WR� H[FHHG� D� WULOOLRQ�

GROODU� PDUNHW� FDSLWDOL]DWLRQ� LQ� ������ D� IOXUU\� RI� DUWLFOHV� DSSHDUHG

SXUSRUWLQJ�WR�H[SODLQ�WKH�SKRHQL[�OLNH�ULVH�RI�$SSOH�IURP�WKH�EULQN�RI

EDQNUXSWF\�WR�WKHVH�ORIW\�KHLJKWV��:KLOH�WKHVH�FRPPHQWDWRUV�RIIHUHG�D

YDULHW\�RI� WKHRULHV�DV� WR� WKH�FRUH� VRXUFH�RI� WKH� IUDQFKLVHÖV�XQGHUO\LQJ

VWUHQJWK��WKH�RQH�FRQVWDQW�LV�WKH�EHOLHI�LQ�WKH�LQGLVSHQVDEOH�UROH�RI�WKH

$SSOH�EUDQG��,Q�RXU�HDUOLHU�GLVFXVVLRQ�RI�WKH�NH\�VRXUFHV�RI�FRPSHWLWLYH

DGYDQWDJH�� ØEUDQGÙ� ZDV� QRW� LQFOXGHG�� <HW� EUDQG� LV� FHQWUDO� WR� WKH

DFFHSWHG�QDUUDWLYH�RI�WKH�$SSOH�VXFFHVV�VWRU\�

%5$1'�$1'�&203(7,7,9(�$'9$17$*(

7KH� LGHD� WKDW� EUDQG� LV� D� VXVWDLQDEOH� FRPSHWLWLYH� DGYDQWDJH� LQ� LWVHOI

UHVXOWV�IURP�WKH�REVHUYDWLRQ�WKDW�WKH�EUDQGV�RI�PDQ\�RI�WKH�VHHPLQJO\

PRVW�UHVLOLHQW�IUDQFKLVHVÔQRW�MXVW�$SSOH��EXW�DOVR�&RNH��0F'RQDOGÖV�

DQG�1LNHÔDUH� LQVHSDUDEOH� IURP� WKH� VXFFHVV� RI� WKHVH� EXVLQHVVHV�� %XW

WKDW�GRHV�QRW�PHDQ�WKDW�WKH�EUDQG�LV�WKH�VROH�RU�HYHQ�SULPDU\�VRXUFH�RI

DGYDQWDJH��1RU� GRHV� LW�PHDQ� WKDW� KDYLQJ� D� VWURQJ� EUDQG� JXDUDQWHHV

VXSHULRU�EXVLQHVV�SHUIRUPDQFH��,W�LV�ZRUWK�H[DPLQLQJ�PRUH�FORVHO\�WKH

FRPSOLFDWHG� UHODWLRQVKLS� EHWZHHQ� EUDQG� DQG� FRPSHWLWLYH� DGYDQWDJH

JHQHUDOO\� DQG� WKH� UROH� RI� EUDQG� LQ� VXSSRUWLQJ� $SSOHÖV� FRPPHUFLDO

VXFFHVV�VSHFLILFDOO\�

7KH� KLJK�SURILOH� H[DPSOHV� RI� VWURQJ� EXVLQHVVHV� KDYLQJ� VWURQJ

EUDQGV�DUH�FHUWDLQO\�ZRUWK�QRWLQJ��%XW�D�VLQJOH�FRXQWHUH[DPSOH�LV�DOO�LW

WDNHV� WR� GLVSURYH� D� PLVJXLGHG� XQLYHUVDO� WKHRU\�� -XVW� VXFK� D

FRXQWHUH[DPSOH�OXUNV�LQ�(OOLVRQÖV�REVHUYDWLRQV�IROORZLQJ�KLV�FRPPHQW

DERXW� WKH�$SSOH� EUDQG�� Ø7KHUH� DUH� FDUV� SHRSOH� DUH� SURXG� WR� KDYHÔ

3RUVFKH�� )HUUDUL�� 3ULXVÔEHFDXVH� ZKDW� ,� GULYH� VD\V� VRPHWKLQJ� DERXW

PH�Ù� (OOLVRQ� FRQWLQXHG�� Ø3HRSOH� IHHO� WKH� VDPH� ZD\� DERXW� DQ� $SSOH

SURGXFW�Ù

(OOLVRQÖV� FRPPHQW� DERXW� WKH� LPSRUWDQFH� RI� EUDQG� LQ� WKH

DXWRPRWLYH� VHFWRU� LV� ZHOO� SODFHG�� 1RW� MXVW� WKRVH� KH� PHQWLRQHG�� EXW

%0:��0HUFHGHV�� DQG� RWKHU� DXWR�PDUTXHV� UDQN� FRQVLVWHQWO\� KLJK� RQ
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WKH�OLVWV�RI�WKH�PRVW�ØYDOXDEOHÙ�EUDQGV��%XW�GRHV�D�EUDQGÖV�YDOXH�LPSO\

WKDW�LW�UHSUHVHQWV�DQ�LQKHUHQW�FRPSHWLWLYH�DGYDQWDJH"

7KH�IDFW�WKDW�HYHU\�IHZ�\HDUV�EULQJV�WKH�LQWURGXFWLRQ�RI�QHZ�OX[XU\

FDU�EUDQGV� VXJJHVWV� WKDW� VWURQJ� LQFXPEHQW�EUDQGV�GR�QRW� UHSUHVHQW�D

VLJQLILFDQW�EDUULHU�WR�HQWU\��'LJJLQJ�LQWR�WKH�QXPEHUV�FRQILUPV�WKDW�WKH

WZR� LQGLFLD�RI�VXVWDLQDEOH�DGYDQWDJHÔFRQVLVWHQWO\�VXSHULRU�UHWXUQ�RQ

LQYHVWPHQW� DQG� PDUNHW� VKDUH� VWDELOLW\ÔDUH� QRWDEO\� DEVHQW� IURP� WKH

VHFWRU�� ,I� WKH� LQGXVWU\� WKDW� ERDVWV� DPRQJ� WKH� JUHDWHVW� QXPEHU� RI

YDOXDEOH� EUDQGV� KDV� QRW�PDQDJHG� WR� SURGXFH� D� VLQJOH� FRPSDQ\� WKDW

H[KLELWV� WKH� FKDUDFWHULVWLFV� DVVRFLDWHG� ZLWK� VWURQJ� FRPSHWLWLYH

DGYDQWDJHV�� KRZ� FDQ� ZH� FRQFOXGH� WKDW� EUDQG� LV� D� FRPSHWLWLYH

DGYDQWDJH"

,QGHHG�� ORRNLQJ� DW� $SSOH� LWVHOI�� HYHQ� ZKHQ� LWV� HFRQRPLFV� ZHUH

GLVDVWURXV��LWV�EUDQG�ZDV�VWURQJ��7KH�UDQNLQJ�RI�JOREDO�EUDQG�YDOXH�LV

D�GLVWLQFWO\�PRGHUQ�SKHQRPHQRQ�WKDW�ILUVW�HPHUJHG�DURXQG�������%XW

WKHUH� LV�SOHQW\�RI� HYLGHQFH� WKDW�DW� OHDVW� VLQFH� WKH� IDPRXV������6XSHU

%RZO�FRPPHUFLDO�LQWURGXFLQJ�WKH�0DFLQWRVKÔURXWLQHO\�FLWHG�DV�RQH�RI

WKH�PRVW�HIIHFWLYH�DGYHUWLVHPHQWV�RI�DOO�WLPHÔ$SSOH�KDV�EHHQ�D�OHDGLQJ

JOREDO�EUDQG���7KH�YHU\�UHVLOLHQFH�RI�WKH�EUDQG�LQ�D�FRPSDQ\�WKDW�RQO\

YHU\� UHFHQWO\� LQ� LWV� KLVWRU\� KDV� EHJXQ� WR� GHPRQVWUDWH� FRQVLVWHQW

VXSHULRU�ILQDQFLDO�SHUIRUPDQFH�VXJJHVWV�WKDW�WKH�EUDQG�LWVHOI�LV�QRW�WKH

GHILQLQJ�DGYDQWDJH�

,7W6�7+(�,1'8675<�6758&785(��6783,'

,I�WKHVH�EUDQGV�DUH�QRW�FRPSHWLWLYH�DGYDQWDJHV��RQH�PLJKW�DVN��KRZ�LV

LW� WKDW� VR� PDQ\� RI� WKHP� DUH� ZRUWK� ELOOLRQV� RI� GROODUV� DFFRUGLQJ� WR

PXOWLSOH�EUDQG�VXUYH\V"�7KH�TXHVWLRQ�RI�ZKHWKHU�DQ�DVVHW�LV�YDOXDEOH�LV

FRPSOHWHO\� GLVWLQFW� IURP� WKH� TXHVWLRQ� RI� ZKHWKHU� WKH� LQYHVWPHQW

UHTXLUHG�WR�EXLOG�WKH�DVVHW�LV�OLNHO\�WR�\LHOG�VXSHULRU�UHWXUQV��$V�ZH�ZLOO

H[DPLQH� LQ�GHWDLO� LQ� RXU�GLVFXVVLRQ�RI� FRQWHQW� EXVLQHVVHV� LQ� WKH�QH[W

FKDSWHU��MXVW�EHFDXVH�D�KLW�PRYLH�LV�D�YDOXDEOH�DVVHW�GRHVQÖW�PHDQ�JRLQJ

LQWR� WKH� EXVLQHVV� RI� WU\LQJ� WR�PDNH� D� KLW�PRYLH� LV� D�ZLVH� LQYHVWPHQW

GHFLVLRQ�
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7KH� DQDORJ\� EHWZHHQ� PDNLQJ� D� KLW� PRYLH� DQG� EXLOGLQJ� D� EUDQG

EUHDNV� GRZQ� VRRQ� DIWHU� WKLV� LQLWLDO� REVHUYDWLRQ�� 0DNLQJ� D� PRYLH� LV

W\SLFDOO\� D� RQH�VKRW� DIIDLU�� ,WV� VXFFHVV� RU� IDLOXUH� ZLOO� QRW� W\SLFDOO\

LQIOXHQFH� KRZ� OLNHO\� LW� LV� WKDW� VXEVHTXHQW� ILOPV� �VHTXHOV� DVLGH�� ZLOO

PDNH�PRQH\�DQG�KDV�QR�VWUXFWXUDO�LPSDFW�RQ�WKH�RYHUDOO�EXVLQHVV��%\

FRQWUDVW�� HYHQ� DIWHU� EHLQJ� HVWDEOLVKHG�� D� EUDQG� UHTXLUHV� RQJRLQJ

PDLQWHQDQFH� LQYHVWPHQW�� :KDWÖV� PRUH�� EUDQG� EXLOGLQJ� GRHV� KDYH� D

VWUXFWXUDO� LPSDFW� RQ� WKH� EXVLQHVV� LQ� DW� OHDVW� WZR� ZD\V� WKDW� DUH� QRW

UHOHYDQW�WR�WKH�RYHUDOO�ILOP�EXVLQHVV�

)LUVW�� DQG�PRVW� REYLRXVO\�� VWURQJ� EUDQGV� FDQ� GULYH� VRPH� OHYHO� RI

FXVWRPHU�FDSWLYLW\��ZKHWKHU�E\�IDFLOLWDWLQJ�EX\LQJ�KDELWV��UHLQIRUFLQJ�D

SV\FKLF� VZLWFKLQJ� FRVW�� RU� FRPPXQLFDWLQJ� WUXVW� RU� SURGXFW

FKDUDFWHULVWLFV�IRU�ZKLFK�VHDUFK�FRVWV�ZRXOG�EH�LQFXUUHG�LQ�LGHQWLI\LQJ

D�FRPSDUDEOH�DOWHUQDWLYH��%\�FRQWUDVW�� LI�8QLYHUVDO�KDV�D�KLW�PRYLH�� LW

KDV�QR�SDUWLFXODU�LPSDFW�RQ�P\�LQFOLQDWLRQ�WR�JR�WR�WKH�QH[W�8QLYHUVDO

UHOHDVH��:KLOH�EUDQGV�FDQ�LQVWLOO�FDSWLYLW\�RI�RQH�VRUW�RU�DQRWKHU��LQ�WKH

FDVH�RI�FDUV��OHVV�WKDQ����SHUFHQW�RI�FDU�EX\HUV�VWLFN�ZLWK�WKH�EUDQG�RI

WKHLU�WUDGH�LQ��$OWKRXJK�WKHUH�LV�D�VLJQLILFDQW�OHYHO�RI�YDULDELOLW\�DPRQJ

EUDQGV�� PDNHV�� DQG�PRGHOV�� OR\DOW\� W\SLFDOO\� WRSV� RXW� DW� DURXQG� ��

SHUFHQW��� 7KH� LQFUHDVLQJ� LQIUHTXHQF\� RI� DXWRPRWLYH� SXUFKDVLQJ

GHFLVLRQVÔRZQHUVKLS� SHULRGV� QRZ� DSSURDFK� VHYHQ� \HDUV�ÔDQG� WKH

DPRXQW� RI� WLPH� DQG� UHVHDUFK� W\SLFDOO\� LQYROYHG�� XQGHUPLQH� WKH

SRWHQWLDO�LQWHQVLW\�RI�EUDQG�FDSWLYLW\�

6HFRQG�� WKH� PDUNHWLQJ� FRVWV� DVVRFLDWHG� ZLWK� EXLOGLQJ� DQG

PDLQWDLQLQJ� D� EUDQG� FRQVWLWXWH� D� IL[HG� FRVW� WKDW� DFFHQWXDWHV� WKH

ILQDQFLDO� VLJQLILFDQFH� RI� UHODWLYH� VFDOH��0DNLQJ� D�PRYLH�� HYHQ� D� YHU\

H[SHQVLYH�PRYLH��LQYROYHV�IHZ�IL[HG�FRVWV�DV�VWXGLR�FDSDFLW\�LV�UHDGLO\

DYDLODEOH�IRU�OHDVH��<HW�GHVSLWH�WKH�LPSRUWDQFH�RI�IL[HG�PDUNHWLQJ�DQG

5	'�FRVWV�LQ�WKH�DXWRPRWLYH�LQGXVWU\��WKH�RYHUDOO�FRVW�VWUXFWXUH�LV�VWLOO

GRPLQDWHG�E\�YDULDEOH� UDZ�PDWHULDOV� DQG� ODERU��:KDWÖV�PRUH�� DV� WKH

LQGXVWU\�KDV�PRYHG�IURP�D�VHULHV�RI�GRPHVWLFDOO\�IRFXVHG�ROLJRSROLHV�WR

DQ�LQWHQVHO\�FRPSHWLWLYH�JOREDO�PDUNHWSODFH��GR]HQV�RI�PDQXIDFWXUHUV

DUH�DEOH�WR�RSHUDWH�DW�D�VFDOH�WKDW�VXSSRUWV�WKH�IL[HG�FRVW�UHTXLUHPHQWV�

LQFOXGLQJ�EUDQG�EXLOGLQJ�
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7KH� SRLQW� LV� QRW� WKDW� EUDQG� GRHVQÖW� PDWWHU�� ,W� LV� WKDW� LQGXVWU\

VWUXFWXUH� ZLOO� GHWHUPLQH� ZKHWKHU� EUDQG� FDQ� VHUYH� DV� D� VXVWDLQDEOH

FRPSHWLWLYH� GLIIHUHQWLDWRU�� &XVWRPHU� FDSWLYLW\� DQG� VFDOH� DUH� WKH

UHOHYDQW� VWUXFWXUDO� EDUULHUV� WR� HQWU\�� %UDQG� FDQ� SRZHUIXOO\� UHLQIRUFH

WKHVH�EDUULHUV� LQ� VHFWRUV�ZKHUH� WKH�NH\� VXSSO\�DQG�GHPDQG�DWWULEXWHV

OHQG� WKHPVHOYHV� WR� VXFK� VXSSRUW�� 6R�� IRU� LQVWDQFH�� LQ� FRQVXPHU

SDFNDJHG� JRRGV� FDWHJRULHV� ZKHUH� WKHUH� LV� KLJK� XVDJH� IUHTXHQF\� DQG

PDUNHWLQJ� DQG� GLVWULEXWLRQ� GRPLQDWH� WKH� FRVW� VWUXFWXUH�� EUDQG� UHDOO\

PDWWHUV�

$SSOH� LV� FRQVLVWHQWO\� UDQNHG�DV� WKH� VLQJOH�PRVW�YDOXDEOH�EUDQG� LQ

WKH�ZRUOG��$W�RYHU������ELOOLRQ��VRPH�HVWLPDWHG�YDOXDWLRQV�ZRXOG�UDQN

WKH� EUDQG� DORQH� DV� D� WRS� ��� 86� FRUSRUDWLRQ� LI� LW� WUDGHG� DV� DQ

LQGHSHQGHQW� FRPSDQ\�� ,W� LV� LPSRVVLEOH� WR� DVVHVV� WKH� VWUHQJWK� DQG

VRXUFH� RI� $SSOHÖV� FRPSHWLWLYH� DGYDQWDJHV� ZLWKRXW� FRPLQJ� WR� WHUPV

ZLWK� ERWK� WKH� QDWXUH� RI� WKH� $SSOH� EUDQG� DQG� KRZ� LW� LQWHUDFWV� ZLWK

RWKHU�VWUXFWXUDO�DVSHFWV�RI�WKH�EXVLQHVVHV�LW� LV� LQ�DQG�WKRVH�LW�SODQV�WR

HQWHU�

$33/(�(&2120,&6��$�35,0(5

'XULQJ� WKH� WKUHH� GHFDGHV� WKDW� $SSOH� ,QF�� ZDV� $SSOH� &RPSXWHU�� WKH

FRPSDQ\� UDUHO\� H[FHHGHG� D� ��� SHUFHQW� RSHUDWLQJ� PDUJLQ��� 7KH

H[FHSWLRQV�DUH�WKH�IHZ�HDUO\�\HDUV�EHIRUH�,%0�LQWURGXFHG�WKH�3&�

7KH� VWRU\� RI� $SSOH� LV� RIWHQ� WROG� DV� D� VWRU\� RI� FRQWLQXRXV

WHFKQRORJLFDO� LQQRYDWLRQ� OHDGLQJ� WR� FRQVLVWHQW� VXSHULRU� ILQDQFLDO

UHVXOWV��,QGHHG��-REV�KLPVHOI�SRVLWHG�D�URPDQWLFL]HG�YHUVLRQ�RI�+HZOHWW

3DFNDUG��ZKHUH�KH�RQFH�KDG�D�KLJK�VFKRRO�VXPPHU�MRE��DV�WKH�PRGHO�WR

ZKLFK�KH�DVSLUHG��+LV�JRDO��DFFRUGLQJ�WR�ELRJUDSKHU�:DOWHU�,VDDFVRQ�

ZDV� WR� ØFUHDWH� D� FRPSDQ\� WKDW� ZDV� VR� LPEXHG� ZLWK� LQQRYDWLYH

FUHDWLYLW\�WKDW�LW�ZRXOG�RXWOLYH�WKHP�Ù��

2QH�FDQÖW� DUJXH�ZLWK� WKH� LQQRYDWLRQV��EXW� WKH�EHVW�RI� WKHVHÔOLNH

WKH� 0DFLQWRVKÖV� JUDSKLFDO� XVHU� LQWHUIDFHVÔZHUH� TXLFNO\� FRSLHG�

OHDGLQJ� IRU� PRVW� RI� LWV� KLVWRU\� WR� DQHPLF� ILQDQFLDO� UHVXOWV���� $QG

$SSOHÖV�LQVLVWHQFH�RQ�WLJKWO\�LQWHJUDWLQJ�LWV�VRIWZDUH�DQG�KDUGZDUH�LQ�D
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ODUJHO\�FORVHG�V\VWHP�HQVXUHG�WKDW�WKH�FRS\FDWV�ZRXOG�EH�DEOH�WR�VFDOH

$SSOHÖV�EHVW�LGHDV�IDVWHU�WKDQ�$SSOH�LWVHOI��%\�WKH�WLPH�-REV�ZDV�SXVKHG

RXW� RI�$SSOH� LQ� ������ LWV� 3&�PDUNHW� VKDUH�ZDV� GZDUIHG� QRW� MXVW� E\

,%0�FORQHV�EXW�E\�&RPPRGRUH��UHPHPEHU�WKHP"���:KHQ�KH�UHWXUQHG

RYHU� D� GHFDGH� ODWHU� LQ� ������ &RPPRGRUH� ZRXOG� EH� ORQJ� JRQH�� EXW

$SSOHÖV� RZQ� VKDUH� KDG� GULIWHG� IXUWKHU� GRZQZDUG�� -REV� VXFFHHGHG� LQ

TXLFNO\� VWDQFKLQJ� WKH� EOHHGLQJ� E\� LQVWLWXWLQJ� VLJQLILFDQW� OD\RIIV� DQG

UDGLFDOO\�VLPSOLI\LQJ�WKH�SURGXFW�OLQH��,W�ZRXOG�EH�ILYH�\HDUV��KRZHYHU�

EHIRUH� WKH� FRPSDQ\� ZRXOG� EHJLQ� WR� H[SHULHQFH� VXVWDLQHG� UHYHQXH

JURZWK�DQG�D�IXOO�GHFDGH�EHIRUH�PDUJLQV�ZRXOG�UHDFK�WKH�WHHQV�

7KH�QH[W�ELJ�LQQRYDWLRQ�WKDW�PRYHG�WKH�QHHGOH�LQ�$SSOHÖV�ILQDQFLDO

UHVXOWV� ZDV� WKH� L3RG�� ,QWURGXFHG� LQ� ������ MXVW� QLQH� PRQWKV� DIWHU

ODXQFKLQJ� L7XQHV� �WKH� L7XQHV� 6WRUH� ZRXOG� IROORZ� LQ� ������� $SSOH

RIIHUHG�D�SURGXFW� VDWLVI\LQJ�HQRXJK� WR�EH�D�FRPSHOOLQJ�DOWHUQDWLYH� WR

WKH� IUHH� VHUYLFHV� WKDW� KDG� GLVUXSWHG� WKH� PXVLF� LQGXVWU\�� 7KHUH� LV� QR

TXHVWLRQ� WKDW� $SSOHÖV� RULJLQDO� DSSURDFK� UHYROXWLRQL]HG� WKH� PXVLF

EXVLQHVV�DQG�UHDFFHOHUDWHG�JURZWK�LQ�WKHLU�RZQ�EXVLQHVV��%XW�WKH�VHFUHW

WR� ZKDW� UHYROXWLRQL]HG� WKH� SURILWDELOLW\� RI� $SSOH� OLHV� OHVV� LQ� WKH

H[SDQVLRQ�RI�WKH�LQWHUQDO�$SSOH�HFRV\VWHP�EH\RQG�FRPSXWHUV�WR�PXVLF

WKDQ�WKH�IXQGDPHQWDO�VKLIW�LQ�LWV�DSSURDFK�WR�WKH�H[WHUQDO�HFRV\VWHP�

7KH� L3RG� LWVHOI� ZDV� D� VLJQLILFDQWO\� ORZHU�PDUJLQ� SURGXFW� WKDQ

$SSOH�FRPSXWHUV��DQG� WKH� L7XQHV�6WRUH�ZDV�QHYHU�PHDQW� WR�EH�PXFK

PRUH�WKDQ�D�EUHDN�HYHQ�H[HUFLVH�WR�GULYH�L3RG�VDOHV��7KH�UHDO�HQJLQHV�RI

SURILWDELOLW\� JURZWK� DW� $SSOH� ZHUH� WKH� GHFLVLRQV� UHODWHG� WR� KRZ� WKH

FRPSDQ\�PDQDJHG�LWV�UHODWLRQVKLSV�ZLWK�RWKHU�WHFK�JLDQWV��6SHFLILFDOO\�

LQ������$SSOH�GHFLGHG�WR�VXSSRUW�0LFURVRIW�:LQGRZV�RQ�LWV�GHYLFHV���

ZKLFK�ZDV�PDGH�SRVVLEOH�E\�LWV�GHFLVLRQ�WKH�SUHYLRXV�\HDU�WR�DEDQGRQ

LWV�3RZHU3&�FKLSV�IRU�WKH�PRUH�SRZHUIXO�,QWHO�WHFKQRORJ\��:KLOH�L3RG

VDOHV�ZRXOG�RXWVWULS�0DF�VDOHV�WKDW�\HDU��IRU�WKH�ILUVW�DQG�RQO\�WLPH��

FRPSXWHUV�GHOLYHUHG�WKH�OLRQÖV�VKDUH�RI�SURILWV�

0XFK� KDV� EHHQ� PDGH� RI� WKH� VXSSRVHG� ØKDOR� HIIHFWÙ� RI� WKH

H[SORVLRQ� LQ� L3RG� VDOHV� DQG� WKH� UHQDLVVDQFH� LQ� 0DF� SURGXFWV�� ERWK

GHVNWRS�DQG�SRUWDEOH��%XW�E\�������L3RG�VDOHV�KDG�DOUHDG\�SODWHDXHG�

%HWZHHQ������DQG�������FRPSXWHU�VDOHV�ZRXOG�WULSOH�ZKLOH�L3RG�VDOHV
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ZRXOG� GHFUHDVH��2I� FRXUVH�� RQH� FRXOG� FODLP� WKDW� WKH� KDOR� HIIHFW� KDV

WUDQVIHUUHG� WR� WKH� L3KRQH�� LQWURGXFHG� LQ� ������ DQG� WKH� L3DG�

LQWURGXFHG� LQ� ������$OWKRXJK� WKHUH� LV� QR� TXHVWLRQ� WKDW� WKH� FRPPRQ

VRIWZDUH�HFRV\VWHPV���DQG�WKH�LQWURGXFWLRQ�RI�WKH�$SSOH�UHWDLO�VWRUHV�LQ

�����SURYLGHG�D�FRPDUNHWLQJ�EHQHILW�� WKH�GDWD�VXJJHVWV�D�IDLUO\�ZHDN

FRUUHODWLRQ��6LQFH�������FRPSXWHU�VDOHV�KDYH�UHPDLQHG�VWDEOH�DQG�L3DG

VDOHV� KDYH� GHFOLQHG� SUHFLSLWRXVO\� ZKLOH� L3KRQH� VDOHV� KDYH� PRUH� WKDQ

GRXEOHG�

7KH� LQWURGXFWLRQ� RI� WKH� L3KRQH� DQG� L3DG� WUDQVIRUPHG� WKH

HFRQRPLFV� RI� $SSOH� QRW� VLPSO\� EHFDXVH� WKH\� ZHUH� ERWK� ZLOGO\

VXFFHVVIXO� SURGXFWV�� 5DWKHU�� IRU� WKH� ILUVW� WLPH�� WKH� UDSLG� DGRSWLRQ� LQ

ERWK� LQVWDQFHV� DOORZHG� $SSOH� WR� EHQHILW� IURP� GHHS� QHWZRUN� HIIHFWV�

ZKLFK�KDG�SUHYLRXVO\�HOXGHG�WKH�FRPSDQ\�

2SHUDWLQJ�V\VWHPV�DUH�FODVVLF�QHWZRUN�HIIHFW�EXVLQHVVHV��7KH�PRUH

XVHUV�� WKH� PRUH� GHYHORSHUV� GHYHORS� VRIWZDUH� DSSOLFDWLRQV�� ZKLFK� LQ

WXUQ�DWWUDFW�PRUH�XVHUV��7KH�$SSOH�,,ÖV�HDUO\�VXFFHVV�ZDV�DWWULEXWDEOH�LQ

SDUW� WR� WKH� H[FOXVLYH� DYDLODELOLW\�RI�9LVL&DOFÔD�SUHGHFHVVRU� WR�/RWXV

DQG� ([FHOÔMXVW� DV� 0LFURVRIWÖV� GHYHORSPHQW� RI� ([FHO�� :RUG�� DQG

%$6,&� SURJUDPV� FRPSDWLEOH� ZLWK� WKH� RSHUDWLQJ� V\VWHP�ZHUH� FULWLFDO

IRU�WKH�ODXQFK�RI�WKH�0DFLQWRVK�

$SSOHÖV� ORQJ�VWDQGLQJ� UHIXVDO� WR� OLFHQVH� LWV� RSHUDWLQJ� V\VWHPV� WR

WKLUG�SDUW\� PDQXIDFWXUHUV�� LQ� FRQWUDVW� WR� WKH� XELTXLWRXV� 0LFURVRIW

V\VWHP�WKDW�SRZHUHG�,%0�DQG�LWV�FORQH�DUP\��HQVXUHG�WKDW�LW�ZRXOG�EH

DW� D� VLJQLILFDQW� FRPSHWLWLYH� GLVDGYDQWDJH� LQ� DWWUDFWLQJ� GHYHORSHUV�

)XUWKHU�H[DFHUEDWLQJ�LWV�VFDOH�GLVDGYDQWDJH�ZDV�WKH�LQFRPSDWLELOLW\�RI

WKH� GLIIHUHQW� RSHUDWLQJ� V\VWHPV� RI� $SSOHÖV� HDUOLHVW� SURGXFW� OLQHV�� WKH

$SSOH��/LVD��DQG�0DFLQWRVK�

7KH�L3RG��$SSOHÖV�ILUVW�QRQFRPSXWLQJ�SURGXFW��KDG�VXFK�D�QDUURZ

XVH�FDVH� WKDW� LW�GLGQÖW�UHDOO\�EHQHILW� IURP�QHWZRUN�HIIHFWV����7KH�RQO\

DSSOLFDWLRQ� WKDW� UHDOO\�PDWWHUHG�RQ� WKH� L3RG�ZDV� WKH� L7XQHV� VRIWZDUH

DQG�VWRUH��7KH�GHYLFH�DFKLHYHG�DQG�PDLQWDLQHG�YHU\�KLJK�PDUNHW�VKDUH

IRU� D� IXOO� GHFDGH� XQWLO� LWV� EDVLF� IXQFWLRQDOLW\� ZDV� VXEVXPHG� E\

VPDUWSKRQHV����%XW�EHFDXVH�$SSOH�SOD\HG�KDUGEDOO�ZLWK�WKH�GHVSHUDWH

PDMRU� PXVLF� FRPSDQLHV� RQ� WHUPV�� WKHVH� SDUWQHUV� LQVLVWHG� RQ
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QRQH[FOXVLYLW\�DQG�DJJUHVVLYHO\�PDGH� WKHLU�FRQWHQW�DYDLODEOH� WR�PDQ\

RWKHUV��RIWHQ�ZLWK�OHVV�UHVWULFWLYH�WHUPV�WR�HQFRXUDJH�FRPSHWLWLRQ�

7KH�L3KRQH�ILQDOO\�DOORZHG�$SSOH�WR�EHQHILW�IURP�QHWZRUN�HIIHFWV�

$QQRXQFHG�LQ�-DQXDU\������DQG�ODXQFKHG�WKDW�-XQH�DW�DQ�DVWRXQGLQJ

�����SULFH�SRLQW��WKH�L3KRQH�ZDV�D�PDJQLILFHQW�SURGXFW�WKDW�ZDV�ØDQ

L3RG��D�SKRQH��DQ�LQWHUQHW�PRELOH�FRPPXQLFDWRU�Ù�DOO�LQ�RQH�WKDW�FRXOG

EH�RSHUDWHG�WKURXJK�D�WRXFK�VFUHHQ���

7KH�UHDO�UHYROXWLRQ�EHJDQ�WKH�QH[W�-XO\�ZKHQ�$SSOH�LQWURGXFHG�WKH

PXFK�IDVWHU�L3KRQH��*�DW�D������SULFH�SRLQWÔDQG�WKH�$SS�6WRUH��$W

ODXQFK�� WKH� $SS� 6WRUH� FDUULHG� DURXQG� ���� DSSOLFDWLRQV�� PDQ\� IURP

DSSURYHG� RXWVLGH� GHYHORSHUV� ZKR� KDG� KDSSLO\� DJUHHG� WR� D� �����

UHYHQXH� VSOLW�� 'HVSLWH� EHLQJ� ØZLGHO\� KDLOHG� IRU� LWV� EHDXW\� DQG

IXQFWLRQDOLW\�Ù���WKH�RULJLQDO�SKRQH�KDG�VROG�EDUHO\���PLOOLRQ�XQLWV�LQ

LWV� ILUVW� \HDU�� 7KH� GHYLFH� RQO\� LQFOXGHG� D� IHZ� SUHORDGHG� KRPHJURZQ

DSSV��DQG�$SSOH�KDG�DFWLYHO\�GLVFRXUDJHG�ØKDFNHUVÙ�IURP�GHYHORSLQJ

WKHLU� RZQ� DSSOLFDWLRQV�� 7KH� QHZ�PRGHO� GRXEOHG� WKH� SUHYLRXV� \HDUÖV

VDOHV� LQ� MXVW� WKH� ODVW� ILYH� PRQWKV� RI� ������ DQG� XQLW� VDOHV� ZRXOG

FRQWLQXH�WR�DOPRVW�GRXEOH�HYHU\�\HDU�WKURXJK�������ZKHQ�DQQXDO�XQLW

VDOHV�UHDFKHG�����PLOOLRQ��$QQXDO�L3KRQH�XQLW�VDOHV�SODWHDXHG�DW�D�ELW

RYHU�����PLOOLRQ�VWDUWLQJ�LQ������

$�\HDU�DIWHU� WKH�$SS�6WRUH�DSSHDUHG�� LW�ZRXOG�KDYH��������DSSV�

ZKLFK�KDG�EHHQ�FROOHFWLYHO\�GRZQORDGHG�PRUH� WKDQ���ELOOLRQ� WLPHV���

7HQ� \HDUV� ODWHU� WKH� VWRUH� ZRXOG� KDYH� RYHU� �� PLOOLRQ� DSSV� DQG� ��

PLOOLRQ� UHJLVWHUHG� GHYHORSHUV�� 7KH� VWRUH� JHQHUDWHG� PRUH� WKDQ� ����

ELOOLRQ�RI�YHU\�KLJK�PDUJLQ�UHYHQXHV�RYHU�WKDW�ILUVW�GHFDGH���

%\�WKH�WLPH�-REV�VWHSSHG�RQVWDJH�WR�LQWURGXFH�WKH�L3DG��KLV�VOLJKWO\

OHVV�UHYROXWLRQDU\�QRWHERRN��LQ�������WKH�FHQWUDO�UROH�RI�WKH�$SS�6WRUH

WR� $SSOHÖV� YDOXH� SURSRVLWLRQ� ZDV� DOUHDG\� FOHDU�� ,Q� DGGLWLRQ� WR� WKH

GR]HQ�SUHORDGHG�DSSV�DORQJ�ZLWK�RYHU���������DSSV�DOUHDG\�DYDLODEOH

LQ� WKH� $SS� 6WRUH�� $SSOH� KLJKOLJKWHG� WKH� VRIWZDUH�GHYHORSPHQW� NLW� LW

ZDV� PDNLQJ� DYDLODEOH� WR� LQGHSHQGHQW� GHYHORSHUV���� ,QGHHG�� PXFK� RI

WKH� ODXQFK� SUHVHQWDWLRQ� ZDV� WDNHQ� XS� ZLWK� GHPRQVWUDWLRQV� E\

0/%�FRP�� WKH�1HZ� <RUN� 7LPHV�� (OHFWURQLF� $UWV�� DQG� *DPHORIW� RI

FXVWRPL]HG�L3DG�DSSV�WKH\�KDG�DOUHDG\�EXLOW��(DFK�RI�WKHVH�FRPSDQLHV
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KDG�HPEHGGHG�GHYHORSPHQW�WHDPV�DW�$SSOH�KHDGTXDUWHUV�IRU�ZHHNV�LQ

DGYDQFH�RI�WKH�XQYHLOLQJ�

,Q� DGGLWLRQ� WR� WKH� FRUH� LQGLUHFW� QHWZRUN� HIIHFWV� RI� WKH� WZR�VLGHG

L26�PDUNHWSODFH�FRQQHFWLQJ�GHYHORSHUV�DQG�XVHUV��$SSOH�HVWDEOLVKHG�D

OD\HU� RI� GLUHFW� QHWZRUN� HIIHFWV� DPRQJ� XVHUV� WKURXJK� FRPPXQLFDWLRQ

WRROV� DYDLODEOH� RQO\� WKURXJK� $SSOH� SURGXFWV�� 9LGHR� FKDW� VRIWZDUH

)DFH7LPH�� ODXQFKHG� LQ� ������ DQG� PHVVDJLQJ� VHUYLFH� L0HVVDJH�

ODXQFKHG�LQ�������KDYH�ERWK�EHFRPH�XELTXLWRXV�WRROV�IRU�$SSOH�XVHUV

DQG�DUH�RQO\�DFFHVVLEOH�WR�RWKHU�RZQHUV�RI�$SSOH�SURGXFWV���

,W� LV� ZLWK� WKH� L3RG�� L3KRQH�� DQG� L3DG� WKDW� $SSOH� ILUVW� EXLOW� DQG

PDLQWDLQHG�VWURQJ�UHODWLYH�PDUNHW�VKDUH�ZLWK�LWV�SURGXFWV��7KH�ODXQFK

RI� WKH� ILUVW� FRPPHUFLDO� $QGURLG� SKRQH� LQ� ����� FDPH� D� IHZ�PRQWKV

DIWHU� WKH� LQWURGXFWLRQ� RI� WKH� L3KRQH� �*�� 7KH� ODXQFK� RI� $QGURLG

0DUNHW� E\� *RRJOH� TXLFNO\� IROORZHG�� FUHDWLQJ� DQ� RSHQ�VRXUFH

DOWHUQDWLYH� WR� WKH�FORVHG�$SSOH�HFRV\VWHP��$OWKRXJK�$SSOH�KDG�FRPH

WR� HPEUDFH�KRVWLQJ� WKLUG�SDUW\� DSSVÔRQFH� WKH\�KDG�XQGHUJRQH� WKHLU

FRQWURYHUVLDO� DSSURYDO� SURFHVV��ÔLW� FRQWLQXHG� WR� UHMHFW� OLFHQVLQJ� LWV

RSHUDWLQJ�V\VWHP�WR�DQ\�WKLUG�SDUW\�PDQXIDFWXUHUV���

7KLV� OHG� PDQ\� WR� DQWLFLSDWH� D� UHSOD\� RI� WKH� HDUOLHU� ZDU� EHWZHHQ

FORVHG�DQG�RSHQ�V\VWHPV�WKDW�KDG�OHG�WR�WKH�UHVRXQGLQJ�GHIHDW�RI�$SSOH

E\� 0LFURVRIW� DQG� WKH� ,%0� FORQHV� LQ� WKH� ����V�� $QG� VXUH� HQRXJK�

VPDUWSKRQHV� SRZHUHG� E\� $QGURLG� RYHUWRRN� L3KRQHV� LQ� WKH� 86� E\

�������� $QG� D� IHZ� \HDUV� ODWHU�� WKH� QXPEHU� RI� DSSV� DYDLODEOH� RQ� WKH

UHQDPHG� *RRJOH� 3OD\� H[FHHGHG� WKRVH� RQ� WKH� $SS� 6WRUH���� %XW� WKH

VLPLODULWLHV� WR� WKH� HDUO\� 3&� ZDUV� DUH� PRUH� DSSDUHQW� WKDQ� UHDO�� 7KH

IODZHG�DQDORJ\� UHIOHFWV�GHIHFWV� LQ� WKH� FRQYHQWLRQDO�ZLVGRP�UHJDUGLQJ

WKH� HDUO\� \HDUV� RI� ERWK� WKH� SHUVRQDO� FRPSXWLQJ� DQG� VPDUWSKRQH

LQGXVWULHV�

:DOWHU�,VDDFVRQ�GHVFULEHG�WKH������$SSOH�,,�DV�ØWKH�ILUVW�SHUVRQDO

FRPSXWHU� WKDW� ZDV� QRW� MXVW� IRU� KREE\LVWV�Ù��� ,Q� IDFW�� LW� ZDV� RQH� RI

WKUHH�ODXQFKHG�WKDW�\HDU��DQG�QRW�WKH�ILUVW�RI�WKHVH���%\�WKH�WLPH�,%0

LQWURGXFHG� WKH�3&� LQ�������$SSOH�ZDV� DOUHDG\� LQ� WKLUG�SODFH�� VHOOLQJ

IHZHU�XQLWV�WKDQ�ERWK�$WDUL�DQG�5DGLR6KDFNÖV�7DQG\��:KDWÖV�PRUH��RQ
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LWV�RZQ��,%0�VXUSDVVHG�$SSOH�VDOHV�E\�������HYHQ�EHIRUH�WDNLQJ� LQWR

DFFRXQW�WKH�FORQHV�WKDW�ZHUH�ILUVW�LQWURGXFHG�LQ������

$OWKRXJK� WKH� RXWFRPH�PLJKW� XOWLPDWHO\� KDYH� EHHQ� WKH� VDPH�� WKH

VHYHQ�\HDU� JDS� EHWZHHQ� WKH� LQWURGXFWLRQ� RI� $SSOH� ,,� DQG� WKH

0DFLQWRVK�LQ������ZDV�DW�OHDVW�DV�IDWHIXO�DV�WKH�LQVLVWHQFH�RQ�D�FORVHG

KDUGZDUH�VRIWZDUH� V\VWHP�� &RQILGHQW� RI� WKH� LQKHUHQW� VXSHULRULW\� RI

$SSOHÖV� SURGXFW� DQG�ZLWK� QR� RQH� IXOO\� LQ� FKDUJH� DW� WKH� FRPSDQ\� WR

GULYH� VWUDWHJ\�� ZDUULQJ� IDFWLRQV� VSHQW� WKLV� VWUDWHJLFDOO\� FULWLFDO� WLPH

SHULRG� SXUVXLQJ� D� YDULHW\� RI� LQGHSHQGHQW� DQG� LQFRQVLVWHQW� SURGXFW

VWUDWHJLHVÔZLWK�HDFK�SURGXFW�ERDVWLQJ�LWV�RZQ�LQFRPSDWLEOH�RSHUDWLQJ

V\VWHP�� ,I� WKH� WLPH��PRQH\��DQG� IRFXV� VSHQW�RQ� WKH� LOO�IDWHG�$SSOH� ,,,

DQG� /LVD� KDG� EHHQ� GLUHFWHG� WRZDUG� PDNLQJ� WKH� $SSOH� ,,� D� PRUH

HIIHFWLYH� FRPSHWLWRU� WR� ,%0� DQG� FRRUGLQDWLQJ� WKDW� SURGXFW� VWUDWHJ\

�DQG� RSHUDWLQJ� V\VWHP�� ZLWK� WKH� 0DF�� LW� LV� KDUG� WR� EHOLHYH� WKDW� LW

ZRXOGQÖW�KDYH�KDG�DQ�LPSDFW�RQ�WKH�FRPSHWLWLYH�ODQGVFDSH���

%\� FRQWUDVW�� $SSOHÖV� H[WUDRUGLQDU\� VXFFHVV� LQ� WKH� VPDUWSKRQH

PDUNHW�ZDV�RIWHQ�DWWULEXWHG�WR�LWV�ILUVW�PRYHU�DGYDQWDJH�RYHU�$QGURLG

LQ�EXLOGLQJ�WKH�$SS�6WRUH�HFRV\VWHP��Ø6LQFH�$QGURLG�FDPH�QHDUO\�VL[

PRQWKV�ODWHU�Ù�%XVLQHVV:HHN�UHSRUWHG��ØPDQ\�>GHYHORSHUV@�ZLOO� OLNHO\

WDNH�D�ÕZDLW�DQG�VHHÖ�DSSURDFK�WR�$QGURLG�Ù���7KHUH�DUH�WZR�SUREOHPV

ZLWK� WKLV� WKHRU\�� $SSOH� ZDVQÖW� ILUVW� DQG�� DV� QRWHG�� *RRJOH� 3OD\� KDV

ERDVWHG�PRUH�DSSV� WKDQ� WKH�$SSOH�$SS�6WRUH� IRU�PDQ\�\HDUV��$W� WKH

WLPH� WKDW� $SSOH�PDGH� DYDLODEOH� WKH� ���� RU� VR� VRIWZDUH� DSSOLFDWLRQV

ZLWK� WKH� RSHQLQJ� RI� WKH� RQOLQH� $SS� 6WRUH�� WKHUH� ZHUH� GHHSHU� PRUH

HVWDEOLVKHG�SRROV�RI�GHYHORSHUV�DQG�DSSOLFDWLRQV�DYDLODEOH��0LFURVRIWÖV

:LQGRZV�0RELOH� RSHUDWLQJ� V\VWHP�� XVHG� E\� ���� FDUULHUV� JOREDOO\� DW

WKH�WLPH��KDG�PRUH�WKDQ��������DSSOLFDWLRQV�DYDLODEOH����%HJLQQLQJ�LQ

������1RNLD�� WKHQ� WKH� JOREDO� OHDGHU� LQ� VPDUWSKRQHV��KDG� ODXQFKHG�D

VHULHV�RI�SURGXFWV�XQGHU�WKH�QDPHV�&DWDORJV��'RZQORDG���DQG�&RQWHQW

'LVFRYHUHU� WKDW� SURYLGHG� DFFHVV� WR� D� VOHZ� RI� DSSV�� ULQJWRQHV�� DQG

YLGHRV���

7KH�IDOODF\�RI�WKH�ILUVW�PRYHU�DGYDQWDJH�LV�WKDW�WKH�UHDO�DGYDQWDJH

ÔVFDOHÔLV�RQO\�DFKLHYDEOH�RQFH�WKH�SURILOH�RI�FRQVXPHU�GHPDQG�DQG

FRUH�WHFKQRORJ\�KDV�VWDELOL]HG�HQRXJK�WR�DOORZ�DQ�DJJUHVVLYH�HQWUDQW�WR
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TXLFNO\� VHFXUH� VLJQLILFDQW� VKDUH�� 'XULQJ� WKH� \HDU� WKDW� WKH� RULJLQDO

L3KRQH�ZDV�RQ�WKH�PDUNHW��$SSOH�ZDV�DEOH�WR�OHDUQ�HQRXJK�DERXW�ERWK

WR�SODFH�D�KXJH�EHW�RQ� WKH� LQWHJUDWHG� L3KRQH��*�DQG�$SS�6WRUH��7KH

FRPSDQ\� KDG� XSJUDGHG� LWV� RSHUDWLQJ� V\VWHP� DQG� VSHHG�� LPSURYHG

FRPSDWLELOLW\� ZLWK� 0LFURVRIW� 2XWORRN�� GHYHORSHG� D� FRUH� FDWDORJ� RI

SRZHUIXO� DSSV� WKDW�KLJKOLJKWHG� WKH�XQLTXH�XWLOLW\�RI� WKH� L3KRQH�� DQG�

PRVW� LPSRUWDQW�� GUDPDWLFDOO\� GURSSHG� WKH� SULFH�� 7KH� UHVXOW� ZDV� D

VXVWDLQHG� DFFHOHUDWLRQ� RI� L3KRQH� DGRSWLRQ�� WKLUG�SDUW\� DSS

GHYHORSPHQW��DQG�XVHU�GRZQORDGV�

*OREDO�0RELOH�2SHUDWLQJ�6\VWHP�0DUNHW�6KDUH

)LJXUH����

6RXUFH��Ø*OREDO�6PDUWSKRQH�6DOHV�WR�(QG�8VHUV�IURP��VW�4XDUWHU������WR�������%\�2SHUDWLQJ�6\VWHP�Ù�*DUWQHU�

$XJXVW�����

%\�������LW�ZDV�FOHDU�WKDW�SUHFLSLWRXV�GHFOLQHV�LQ�PRELOH�26�VKDUH

RI� 6\PELDQ�� 5,0�� DQG� 0LFURVRIW� ZRXOG� EH� PRVWO\� WDNHQ� XS� E\

$QGURLG��HVWDEOLVKLQJ�D�GXRSRO\�LQ�ZKLFK�L26�SRZHUHG�WKH�L3KRQH�DQG

$QGURLG�LQFUHDVLQJO\�SRZHUHG�HYHU\RQH�HOVH��7KH�VSHHG�DQG�PDJQLWXGH

RI�WKH�$QGURLG�PDUFK�WR�YLFWRU\�FDPH�ZLWK�VRPH�UHDO�FRVWV��KRZHYHU�

2QH� GRHV� QRW� QHHG� WR� EX\� LQWR� 6WHYH� -REVÖV� PDQLDFDO� EHOLHI� LQ� WKH

QHFHVVLW\� RI� KDUGZDUH� DQG� VRIWZDUH� WR� EH� WLJKWO\� LQWHJUDWHG� WR

DSSUHFLDWH� WKH� FKDOOHQJHV� SRVHG� E\� WKH� ZLGH� GLYHUVLW\� RI� KDUGZDUH

THE PLATFORM DELUSION 138



HQYLURQPHQWV�ZLWKLQ�ZKLFK�WKH�$QGURLG�V\VWHP�RSHUDWHV��7KH�VXFFHVV

RI� $QGURLG� LQ� HVWDEOLVKLQJ� LWVHOI� DV� WKH� LQGHSHQGHQW� DOWHUQDWLYH� WR

$SSOHÖV�PRELOH�RSHUDWLQJ�V\VWHP�RQO\�WHOOV�SDUW�RI�WKH�VWRU\�

$OWKRXJK�$QGURLG�0DUNHW�GLG�IROORZ�IDVW�RQ�WKH�KHHOV�RI�WKH�$SS

6WRUH�� HYHQ� DIWHU� $QGURLG� VXUSDVVHG� L26ÖV� JOREDO� PDUNHW� VKDUH�

$QGURLG� 0DUNHW� IDFHG� D� YDULHW\� RI� VWUXFWXUDO� FKDOOHQJHV�� Ø%HFDXVH

*RRJOH� PDNHV� LWV� VRIWZDUH� DYDLODEOH� IUHH� WR� D� UDQJH� RI� SKRQH

PDQXIDFWXUHUV�� WKHUH� DUH� GR]HQV� RI� GLIIHUHQW� $QGURLG�FRPSDWLEOH

GHYLFHV� RQ� WKH� PDUNHW�� HDFK� ZLWK� GLIIHUHQW� VFUHHQ� VL]HV�� PHPRU\

FDSDFLWLHV��SURFHVVRU�VSHHGV�DQG�JUDSKLFV�FDSDELOLWLHV�Ù�WKH�1HZ�<RUN

7LPHV� QRWHG� LQ� ������ Ø$Q� DSS� WKDW� ZRUNV� EHDXWLIXOO\� RQ�� VD\�� D

0RWRUROD�'URLG�PLJKW�VXIIHU�JOLWFKHV�RQ�D�SKRQH�PDGH�E\�+7&�Ù��

6RPH�RI�ZKDW�WKH�7LPHV�GHVFULEHG�DV�$QGURLGÖV�ØFOXQN\�IHDWXUHVÙ

ZHUH� VPRRWKHG� RXW� HYHQWXDOO\�� ,W� ZRXOG� EH� ������ WKRXJK�� EHIRUH

*RRJOH� ZRXOG� FRQVROLGDWH� $QGURLG�0DUNHWV� DQG� LWV� YDULRXV� FRQWHQW

VWRUHV� LQWR�*RRJOH�3OD\���� DQG� DQRWKHU� WZR� \HDUV� DIWHU� WKDW� EHIRUH� LW

ZRXOG� FDWFK� XS� DQG� H[FHHG� WKH� QXPEHU� RI� DSSV� RQ� WKH� $SSOH� $SS

6WRUH����%XW�DOO�PDUNHW�VKDUH�DQG�DOO�DSSV�DUH�QRW�HTXDO��DQG�PDQ\�RI

WKH� VWUXFWXUDO� GLVWLQFWLRQV� EHWZHHQ� WKH�$SSOH� DQG�*RRJOH� HFRV\VWHPV

VSDZQHG�SHUVLVWHQW�HFRQRPLF�GLIIHUHQFHV��6R��IRU�LQVWDQFH��LQ�WKH�HDUO\

GD\V� RI� $QGURLG� 0DUNHW�� WKH� IDLOXUH� WR� KDYH� VHDPOHVV� SD\PHQW

PHFKDQLVPV�UHLQIRUFHG�WKH�WHQGHQF\�IRU�DSSV�WR�EH�IUHH��%XW�HYHQ�DIWHU

WKH�WHFKQLFDO�LVVXHV�ZHUH�UHVROYHG��*RRJOH�3OD\�FRQWLQXHG�WR�KRVW�DSSV

WKDW�ZHUH�RYHUZKHOPLQJO\�IUHH�

(YHQ� WKH� SDLG� DSSV� RQ� *RRJOH� 3OD\� JHQHUDWH� OHVV� UHYHQXH� WKDQ

WKRVH� LQ� WKH� $SSOH� $SS� 6WRUH�� GHVSLWH� WKH� LQFUHDVLQJ� GLYHUJHQFH� LQ

UHVSHFWLYH�JOREDO�PDUNHW�VKDUHV��7KLV�SULPDULO\�UHIOHFWV�WKH�GLVSDULW\�LQ

GHPRJUDSKLFV�EHWZHHQ�RZQHUV�RI�PRUH�H[SHQVLYH�L3KRQHV�DQG�WKH�UHVW�

)URP� D� GHYHORSHUÖV� SHUVSHFWLYH�� WKH� JOREDO� PRELOH� 26� GXRSRO\� KDV

PDGH� WKH�GHFLVLRQ� WR�FUHDWH�DSSV� IRU�ERWK�SODWIRUPV�D� UHODWLYHO\�HDV\

RQH��RQO\�DURXQG���SHUFHQW�RI�WKH�WRS�DSSV�DUH�QRZ�H[FOXVLYH�WR�HLWKHU

$QGURLG�RU�L26����7KH�PRUH�FRPSOLFDWHG�TXHVWLRQ�LV�ZKLFK�WR�GHYHORS

IRU� ILUVW�� 1RW� VXUSULVLQJO\�� GHYHORSHUV� DQVZHU� WKLV� RYHUZKHOPLQJO\

EDVHG�RQ�ZKDW�GHPRJUDSKLF�DQG�JHRJUDSKLF�PDUNHW�WKH\�DUH�WDUJHWLQJ�
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�����:RUOGZLGH�*URVV�5HYHQXH�LQ��%Q

�����$SS�'RZQORDGV��%Q�
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