
5HDO�2SWLRQV�$VVHVVPHQW�² (QHUJ\�QHWZRUN�
LQYHVWPHQW�GHFLVLRQV�XQGHU�XQFHUWDLQW\

:RUNLQJ�3DSHU

6HSWHPEHU�����

0D[LQH�)UHUN�DQG�'DQLHO�.HQZD\

*ULG�(GJH�3ROLF\�



�

5HDO�2SWLRQV $VVHVVPHQW�² 1HWZRUN�LQYHVWPHQW�GHFLVLRQV�XQGHU�
XQFHUWDLQW\

2YHUYLHZ

7KH�HQHUJ\�V\VWHP�LV�FKDQJLQJ�UDSLGO\�LQ�UHVSRQVH�WR�WKH�FKDOOHQJH�RI GH�
FDUERQLVDWLRQ�DQG QHZ�WHFKQRORJLHV��7KH�DSSURDFK�WKDW�JRYHUQPHQW�ZLOO�DGRSW�WR�
GH�FDUERQLVDWLRQ�RI�KHDW�FUHDWHV�DQ�H[LVWHQWLDO�XQFHUWDLQW\�IRU�WKH�JDV�QHWZRUNV�
ZKLFK� WRJHWKHU�ZLWK�XQFHUWDLQW\�DURXQG�WKH�SDFH�RI�WDNH�XS�RI�HOHFWULF�YHKLFOHV�
DQG�ORFDO�JHQHUDWLRQ� PDNHV�LW�KDUG�IRU�WKH�HOHFWULFLW\�QHWZRUNV�WR�SODQ�IRUZDUG��
)DFHG�ZLWK�WKLV KLJKO\�XQFOHDU IXWXUH� WKH�JDV�DQG�HOHFWULFLW\�QHWZRUN�FRPSDQLHV�
KDYH�WR�FRQVLGHU�KRZ�EHVW�WR�PDQDJH LQYHVWPHQW�LQ�ZKDW�DUH�HVVHQWLDOO\�ORQJ�WHUP
DVVHWV�

2QH�RI�WKH�TXHVWLRQV�UDLVHG�E\�2IJHP�LQ�UHODWLRQ�WR�WKH�5,,2� SULFH�FRQWURO
IUDPHZRUN IRU�WKHVH�FRPSDQLHV LV�DURXQG�PDQDJLQJ�XQFHUWDLQW\� DQG�VSHFLILFDOO\�
KRZ�WR�HQVXUH�FRQVXPHUV�GR�QRW�HQG�XS�SD\LQJ�IRU�LQYHVWPHQW�WKDW�LV�XOWLPDWHO\�QRW�
QHHGHG��

,Q�UHVSRQVH� WKLV�SDSHU�JRHV EDFN�WR�WKH ZLGHU OLWHUDWXUH�DURXQG�PDQDJHPHQW�RI�
XQFHUWDLQW\� LQFOXGLQJ�UHDO�RSWLRQV�WKHRU\��ZKHUH�YDOXDWLRQ�GRHV�QRW�IRFXV�RQ�VLPSO\�
GLVFRXQWLQJ�FDVK�IORZV��EXW�LQFOXGHV WKH�YDOXH�RI�KDYLQJ�RSWLRQV ZKHQ�IDFHG�ZLWK�
XQFHUWDLQW\�

7KH�NH\�FRQFOXVLRQ�LV�WKDW�ZKDW�LV�QHHGHG�LV�D�´WRRONLWµ�DSSURDFK�UDWKHU�WKDQ�UHO\LQJ�
RQ�RQH�SDUWLFXODU�PHWKRGRORJ\��DQG�WR�GUDZ�RQ�WKH�LQVLJKWV WKDW�PHWKRGV�VXFK�DV�
UHDO�RSWLRQV�DVVHVVPHQW�SURYLGH�HYHQ�LI�WKH�PHWKRGRORJ\�LWVHOI�PLJKW�QRW�EH�
SUDFWLFDO�WR�HPSOR\�

6RPH�RI�WKLV�WKLQNLQJ�LV�EHJLQQLQJ�WR�EH�UHIOHFWHG�LQ�LQGXVWU\�GLVFXVVLRQV� ZLWK�IUHTXHQW�
UHIHUHQFH�WR�QR�RU�ORZ�UHJUHW�GHFLVLRQV�DQG�WKH YDOXH�LQ�NHHSLQJ�RSWLRQV�RSHQ��
+RZHYHU� WKH�UHDO�RSWLRQV�OLWHUDWXUH�ZRXOG�DOVR�SRLQW�WR�WKH�LPSRUWDQFH�RI�
LQYHVWPHQW�LQ�OHDUQLQJ��RI�UHWDLQLQJ�IOH[LELOLW\ DQG�RI�EHLQJ�UHDG\�WR�TXLW�DQG�FXW�
RQH·V�ORVVHV�LI�FLUFXPVWDQFHV�FKDQJH��ZKLFK�FDQ�EH�GLIILFXOW�IRU�SROLWLFLDQV�DQG�
UHJXODWRUV� EXW GRHVQ·W�PHDQ�WKH�RULJLQDO�GHFLVLRQ�ZDV�´ZURQJµ��

6RPH�RI�WKH�WRROV�WKDW�DUH�XVHG�WR�XQGHUSLQ�UHJXODWRU\�GHFLVLRQV�VXFK�DV WKH ´/HDVW�
:RUVW�5HJUHWµ �/:5��PHWKRG FDQ�DSSHDU�DQDO\WLFDOO\�VRXQG� EXW�KDYH�NQRZQ�
ZHDNQHVVHV�ZKLFK�UHJXODWRUV�QHHG�WR�EH�PLQGIXO�RI�DQG�FRPPXQLFDWH�FOHDUO\�

,Q�WHUPV�RI�VWUXFWXUH� WKLV�SDSHU�ORRNV�ILUVW�DW 2IJHP�SUHFHGHQWV�DURXQG�GHFLVLRQ�
PDNLQJ�XQGHU�XQFHUWDLQW\��WKHQ�ORRNV�DW�ZLGHU�VWXGLHV LQ�WKH�HQHUJ\�VHFWRU�DQG�ILQDOO\�
ORRNV�DW�WKH�EURDGHU�OLWHUDWXUH�RQ�UHDO�RSWLRQV�WKHRU\��,W�LQFOXGHV�DQ�$QQH[�
VXPPDULVLQJ�ZRUN�E\�1DWLRQDO�*ULG�LQ�WKLV�VSDFH�SOXV�D�ZRUNHG�H[DPSOH�WR�
GHPRQVWUDWH�WKH /:5�PHWKRG��DQG�RQH�RI�WKH�SUREOHPV�ZLWK�LW�

� 5HYHQXH� �,QFHQWLYHV���,QQRYDWLRQ���2XWSXWV
� 4���:KDW�RSWLRQV��ZLWKLQ�WKH�SULFH�FRQWURO��VKRXOG�EH�FRQVLGHUHG�IXUWKHU�WR�KHOS�SURWHFW�FRQVXPHUV�
DJDLQVW�KDYLQJ�WR�SD\�IRU�FRVWO\�DVVHWV�WKDW�PD\�QRW�EH�QHHGHG�LQ�WKH�IXWXUH�GXH�WR�FKDQJLQJ�GHPDQG�
RU�WHFKQRORJ\��ZKLOH�HQVXULQJ�FRPSDQLHV�PHHW�WKH�UHDVRQDEOH�GHPDQGV�IRU�QHWZRUN�FDSDFLW\�LQ�D�
FKDQJLQJ�HQHUJ\�V\VWHP"
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2IJHP�SUHFHGHQWV�RQ�PDQDJLQJ�XQFHUWDLQW\

,QWHUUXSWLEOH�*DV�&RQWUDFWV

'XULQJ�5,,2�*'�� 2IJHP�SURGXFHG�D�SDSHU�HQWLWOHG�´5HDO�2SWLRQV�DQG�,QYHVWPHQW�
'HFLVLRQ�0DNLQJµ� ��������7KH�SDSHU�EULHIO\�GLVFXVVHV�WKH�WKHRU\�RI�UHDO�RSWLRQV��EXW�
WKHQ�WKH�WHFKQLTXH�WKDW�LW�DFWXDOO\�DGYRFDWHV�LV�D�IDLUO\�VWDQGDUG�GHFLVLRQ�WUHH�
DSSURDFK �ZKDW�LV�WHUPHG�D�´ELQRPLDO�PRGHOµ�DSSURDFK�WR�UHDO�RSWLRQV����7KLV�EULQJV�
RXW�WKH�SRLQW�WKDW��IRU�H[DPSOH� E\�XWLOLVLQJ�RSHUDWLRQDO�VROXWLRQV�� LQ�WKLV�FDVH�
LQWHUUXSWLEOH�FRQWUDFWV � ZKHQ�GHPDQG�LV�XQFHUWDLQ� \RX�FDQ�GHOLYHU�YDOXH�IRU�
FRQVXPHUV�E\�EHLQJ�DEOH�WR�DYRLG�LQYHVWLQJ�LQ�UHLQIRUFHPHQW� LQ�VLWXDWLRQV�ZKHUH�WKH�
DQWLFLSDWHG�GHPDQG�JURZWK�GRHV�QRW�PDWHULDOLVH�

7KLV�WKLQNLQJ�WUDQVODWHV�TXLWH�UHDGLO\�DFURVV�WR�WKH�HOHFWULFLW\�GLVWULEXWLRQ�QHWZRUNV� DQG�
8.31 KDYH�DOUHDG\�PDGH D�FRPPLWPHQW�WR�GR�VXFK�DQDO\VLV�EHIRUH�XQGHUWDNLQJ�
DQ\�UHLQIRUFHPHQW�LQ�('��

+RZHYHU� ZKDW�FDQ�EH�VHHQ IURP�WKH�H[DPSOHV LQ�WKH�2IJHP�SDSHU� EXW�LV�QRW�
GUDZQ�RXW�LQ�WKH�UHSRUW�LV�WKDW�

Ͳ 7KH�VKRUW�WHUP�FRVWV�RI�HPSOR\LQJ�D�IOH[LEOH�VROXWLRQ�PD\�DFWXDOO\�EH�KLJKHU�RQ�
DQ�DQQXDO�EDVLV�WKDQ�WKH�DQQXLWLVHG�FRVW�RI�D�&$3(; VROXWLRQ� EXW�VWLOO�EH�LQ�WKH�
FRQVXPHU�LQWHUHVW��,W�LV�QRW�FOHDU�ZKHWKHU�2IJHP·V�DSSURDFK�WR�
EHQFKPDUNLQJ�RI�FRPSDQ\�SHUIRUPDQFH�LV�FDSDEOH�RI�WDNLQJ�DFFRXQW�RI�WKH�
DGGLWLRQDO ´RSWLRQ�YDOXHµ�FUHDWHG� RU�ZKHWKHU�VXFK�GHFLVLRQV ZRXOG�VLPSO\�
ORRN�LQHIILFLHQW�

Ͳ 7KH�PHWKRGRORJ\�LV�GHSHQGHQW�RQ�EHLQJ�DEOH�WR�SXW�SUREDELOLWLHV�RQ�GLIIHUHQW�
GHPDQG�JURZWK�VFHQDULRV��*LYHQ�ZKHUH�ZH�DUH�ZLWK�WKH�HQHUJ\�WUDQVLWLRQ� LW�
ZRXOG�EH�KDUG�WR�FRPH�XS�ZLWK�VXFK�SUREDELOLWLHV��KLVWRULF�YDULDELOLW\ LV�QRW�
UHOHYDQW�WR�WKH�PRGHUQ�PDUNHW�� ZKLFK�LV�RQH�UHDVRQ�ZK\�1DWLRQDO�*ULG�LQ�
WKHLU�12$�PHWKRGRORJ\��GLVFXVVHG�LQ�GHWDLO�EHORZ� KDYH�QRW�JRQH�GRZQ�WKDW�
SDWK��7KDW�VDLG� LW�PD\�EH�PRUH�PDQDJHDEOH�WR�GR�LW�ZKHQ�ORRNLQJ�DW�
SDUWLFXODU�VFKHPHV�� DV�(OHFWULFLW\�1RUWK�:HVW �(1:/� KDYH�GHPRQVWUDWHG��
DJDLQ DV�GLVFXVVHG�EHORZ� ,Q�DQ\�HYHQW� LW�ZRXOG�EH�TXLWH�SRVVLEOH�WR�WHVW�
VHQVLWLYLWLHV�WR�GLIIHUHQW�SUREDELOLW\�DVVXPSWLRQV��ZKLFK�LV�ZKHUH�1DWLRQDO�*ULG�
VHHP�WR�EH�KHDGLQJ��

1DWLRQDO�*ULG�12$�0HWKRGRORJ\

,Q�GHYHORSLQJ�LWV�1HWZRUN�2SWLRQV�$VVHVVPHQW��12$�� 1DWLRQDO�*ULG�DV�V\VWHP�
RSHUDWRU�KDV�WR�WDNH�DFFRXQW�RI�XQFHUWDLQW\� ZKLFK�LW�GRHV�WKURXJK�WKH�
GHYHORSPHQW�RI�LWV�¶)XWXUH�(QHUJ\�6FHQDULRV·�)(6� DQG�WKHQ�XVLQJ�WKH /:5�
PHWKRGRORJ\�WR�GHWHUPLQH�ZKLFK�RI�D�QXPEHU�RI�VWUDWHJLF�RSWLRQV��L�H� D�SDFNDJH�
RI�QHWZRUN�LQYHVWPHQWV��LW�VKRXOG�SXUVXH� 7KH�/:5�PHWKRGRORJ\�VHOHFWV�ZKLFK�

� KWWSV���ZZZ�RIJHP�JRY�XN�RIJHP�SXEOLFDWLRQV�������UHDORSWLRQVLQYHVWPHQWGHFLVLRQPDNLQJSGI

� 6R�FDOOHG�EHFDXVH�WKHUH�DUH�WZR�RXWFRPHV�DVVLJQHG�SUREDELOLWLHV�² LQ�FRQWUDVW�WR�%ODFN�DQG�6FKROHV�
ZKLFK�DVVXPHV�DQ�XQGHUO\LQJ�QRUPDO�GLVWULEXWLRQ�IRU�WKH�RXWFRPHV
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VWUDWHJ\ WR�SXUVXH�EDVHG�XSRQ�ZKLFK�LV�OHDVW�OLNHO\�WR�SURGXFH�D�EDGO\�VXE�RSWLPDO
RXWFRPH�LQ�DQ\�RI�WKH�SRWHQWLDO�VFHQDULRV�

2IJHP�KDV�WR�DJUHH�WKH�12$�PHWKRGRORJ\� DQG�LQ������UDLVHG�FRQFHUQV� WKDW�
LQFOXVLRQ�RI�WKH�)(6�*RQH�*UHHQ�VFHQDULR�ZDV�OHDGLQJ�WR�´VSXULRXV�LQYHVWPHQWµ�
WDNLQJ�SODFH��,Q�UHVSRQVH� 1DWLRQDO�*ULG�FDUULHG�RXW�D�IXOO�UHYLHZ�RI�LWV�12$�
PHWKRGRORJ\� DQG�WKH�UHSRUW� WKDW�LW�SURGXFHG�SURYLGHV�D�FRPSUHKHQVLYH�RYHUYLHZ�
RI�WKH�GLIIHUHQW�WHFKQLTXHV�WKDW�H[LVW�IRU�GHDOLQJ�ZLWK�XQFHUWDLQW\� LQFOXGLQJ�UHDO�
RSWLRQV�DVVHVVPHQW�DQG�SUREDELOLVWLF�FRVW�EHQHILW�DQDO\VLV �GHFLVLRQ�WUHHV�� DV�ZHOO�DV�
WKH�/HDVW�:RUVW�5HJUHW��/:5� PHWKRGRORJ\�LW��UHVXOWDQWO\��DGYRFDWHV��7KH�DWWDFKHG�
$QQH[�SURYLGHV�D�VXPPDU\�RI�WKDW�GRFXPHQW�DQG�VRPH�REVHUYDWLRQV RQ�LW�

2QH�RI�WKH�RSWLRQV�WKDW�KDV�EHHQ�UDLVHG�E\�1DWLRQDO�*ULG�LV WR�H[WHQG WKH�12$�
PHWKRGRORJ\�WR�D�ZKROH�V\VWHPV�YLHZ��DQG��PRUH�VSHFLILFDOO\� WR�LQFOXGH�GLVWULEXWLRQ
QHWZRUNV��7KLV�UDLVHV�D�QXPEHU�RI�SRWHQWLDO�LVVXHV�

Ͳ 7KH�XVH�RI�VFHQDULRV�LV�KHOSIXO�LQ�VWLPXODWLQJ�WKLQNLQJ�DERXW�GLIIHUHQW�SRVVLEOH�
IXWXUHV��+RZHYHU� RQH�VWLOO�UXQV�WKH�ULVN�RI�RXW�WXUQV�IDOOLQJ�RXWVLGH�WKRVH�UDQJHV��
)RU�H[DPSOH� WKH�UDSLG�JURZWK�LQ�VRODU�39�ZDV�QRW�DQWLFLSDWHG�

Ͳ )RU�WKH�12$� LW�LV�KHOSIXO�WR�KDYH�D�VPDOO�QXPEHU�RI�TXLWH�GHWDLOHG� LQWHUQDOO\�
FRQVLVWHQW�VFHQDULRV� JLYHQ�WKDW�XOWLPDWHO\�1DWLRQDO�*ULG DUH�WKHQ�WU\LQJ�WR�
PRGHO�WKH�LPSOLFDWLRQV�IRU�WKH�RYHUDOO�WUDQVPLVVLRQ�V\VWHP��UHIOHFWLQJ�
JHRJUDSK\� DQG�WDNLQJ�DFFRXQW�RI�GLIIHUHQW�GLVSDWFK�GHFLVLRQV�XQGHU�
GLIIHUHQW�VFHQDULRV WR�GHWHUPLQH�FRQVWUDLQW�FRVWV��,Q�FRQWUDVW� W\SLFDO�
GLVWULEXWLRQ�QHWZRUN�UHLQIRUFHPHQW�GHFLVLRQV DUH�OLNHO\�WR EH�PRUH�GLVFUHWH�
DQG�KHQFH�GR�QRW�QHHG�VXFK�´ULFKµ�VFHQDULRV��7KDW EHLQJ VDLG��LI�GLVWULEXWLRQ�
QHWZRUN�VROXWLRQV�DUH�EHLQJ�SUHVHQWHG�DV�DOWHUQDWLYHV�WR�WUDQVPLVVLRQ�
LQYHVWPHQW��WKHQ�WKH\�SUREDEO\�ZLOO�KDYH�WR�EH�DVVHVVHG�ZLWKLQ�WKH�VDPH�
IUDPHZRUN�

Ͳ 7KH�SULPDU\�DGYDQWDJH�WKDW�1DWLRQDO�*ULG FLWH�IRU�XVLQJ�/:5� UDWKHU�WKDQ�
SUREDELOLW\�ZHLJKWHG�DVVHVVPHQW� LV�WKDW�/:5�DYRLGV�WKH�QHHG�WR�FRPH�XS�
ZLWK�SUREDELOLWLHV�IRU�WKH�GLIIHUHQW�VFHQDULRV��7KLV�SDUWO\ UHIOHFWV�WKH�UHDO�
GLIILFXOW\�LQ�JHWWLQJ�FRQVHQVXV�DURXQG�ZKDW�LV�PRVW�OLNHO\�WR�KDSSHQ �DQG�ULVN�RI�
DEXVH�� EXW�DOVR�WKH�´SROLWLFDOµ�GLIILFXOW\�LQ�DSSO\LQJ�SUREDELOLWLHV�WR�TXHVWLRQV�
RI�ZKHWKHU�RU�QRW�JRYHUQPHQW�ZLOO�GHOLYHU�RQ�LWV�SROLF\�JRDOV�

Ͳ +RZHYHU� HYHQ�WKRXJK�/:5�IRUPDOO\�DYRLGV�WKH�QHHG�WR�FRPH�XS�ZLWK�
SUREDELOLWLHV� LW�GRHVQ·W�UHDOO\�DYRLG�WKH�LVVXH��$V�WKH�UHSRUW�PDNHV�FOHDU WKH�
FKRLFH�RI�VFHQDULRV�ZLOO� LQ�DQG�RI�LWVHOI� GHWHUPLQH�WKH�EHVW�RSWLRQ�² VR�
LQFOXGLQJ�DQ�RSWLRQ�RI�WKH�JRYHUQPHQW�GHOLYHULQJ�RQ�LWV�SROLFLHV��*RQH�*UHHQ��
GULYHV�LQYHVWPHQW�WR�DYRLG�VLJQLILFDQW�UHJUHW�LQ�ZKDW�PLJKW�EH�YLHZHG�DV�D�ORZ�
SUREDELOLW\�VFHQDULR� DQG�OHDGV WR�ZKDW�2IJHP�WHUPV�´VSXULRXV�LQYHVWPHQWµ��
7R�DGGUHVV�WKLV� 1DWLRQDO�*ULG SURSRVH�FDOFXODWLQJ LPSOLHG SUREDELOLWLHV WKDW�
ZRXOG�EH�QHHGHG�IRU�WKH�FKRVHQ�RSWLRQ�WR�EH�RSWLPDO�² EXW�
PHWKRGRORJLFDOO\�WKH\�FDQ�RQO\�GR�WKLV�IRU�WZR�RI�WKH�IRXU�VFHQDULRV DW�D�WLPH�

ϱ KWWSV���ZZZ�RIJHP�JRY�XN�V\VWHP�ILOHV�GRFV���������ILQDOBOHWWHUBRQBQRDBPHWKRGRORJ\B��SGI
�

KWWSV���ZZZ�QDWLRQDOJULG�FRP�VLWHV�GHIDXOW�ILOHV�GRFXPHQWV�12$���0HWKRGRORJ\���5HYLHZ��������
SGI
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Ͳ 1DWLRQDO�*ULG FODLP�WKDW�WKHUH�LV�D�WKHRUHWLFDO�XQGHUSLQQLQJ�IRU�/:5�LQ�´UHJUHW�
WKHRU\µ�ZKLFK�VKRZV�WKDW�LQGLYLGXDOV�LQ�WDNLQJ�GHFLVLRQV�ZKHQ�IDFHG�ZLWK�
XQFHUWDLQW\�DUH�RIWHQ�PRVW�FRQFHUQHG�WR�DYRLG�WDNLQJ�GHFLVLRQV�WKDW�WXUQ�RXW
WR�EH YHU\�ZURQJ��+RZHYHU� WKLV�GRHV�QRW�PDNH�LW�DQ�DSSURSULDWH�EDVLV�IRU�
UHJXODWRU\�GHFLVLRQV�² WKH�DLP�WKHUH�LV�WR�PD[LPLVH�FRQVXPHU�EHQHILW� QRW�WKH�
´XWLOLW\µ�RI�WKH�GHFLVLRQ�PDNHU��2QH�FDQ�VHH�WKDW�WKLV�DSSURDFK�PD\�KDYH�DQ�
DSSHDO�IRU�SROLWLFLDQV�ZKR�PD\�EH PRVW�FRQFHUQHG�DERXW�WKH�SXEOLF�
UHSHUFXVVLRQV�RI�JHWWLQJ�VRPHWKLQJ�ZURQJ��ZLWK�KLQGVLJKW��� EXW� LQ�SULQFLSOH�
2IJHP�DV�DQ�HFRQRPLF�UHJXODWRU�VKRXOG�QRW�EH�VZD\HG�E\ VXFK�FRQFHUQV�
DQG�LQ�RWKHU�FRQWH[WV�KDSSLO\�UHOLHV�RQ�D�UDWLRQDO�HFRQRPLF�DSSURDFK��
ORRNLQJ�DW�H[SHFWHG�UHWXUQV��

Ͳ 1DWLRQDO�*ULG GR�DOVR�UHIHU�WR�*UHHQ�%RRN�DGYLFH�RQ�SD\LQJ�SDUWLFXODU�
DWWHQWLRQ�WR�ULVNV�ZKHUH�WKH�LQYHVWPHQWV�DUH�ODUJH�FRPSDUHG�WR�WKH�VL]H�RI�WKH�
RYHUDOO�HFRQRP\� DQG�WKH�XQFHUWDLQW\�LV�FRUUHODWHG�ZLWK�JHQHUDO�HFRQRPLF�
JURZWK��:KLOH�WKLV�PD\�DSSO\�LQ�UHODWLRQ�WR�VRPH�PDMRU�WUDQVPLVVLRQ�
LQYHVWPHQWV� LW�ZRXOG�EH�OHVV�UHOHYDQW�WR�VPDOOHU�VFDOH�GLVWULEXWLRQ�QHWZRUN�
LQYHVWPHQWV�

Ͳ 7KH�IOH[LELOLW\�EXLOW�LQWR�WKH�12$�DSSURDFK��ZKLFK�LQYROYHV�DQ�DQQXDO�UH�
DVVHVVPHQW��GRHV�DOORZ�IRU�DQ LQFUHPHQWDO�DSSURDFK�WR�GHFLVLRQ�PDNLQJ��,Q�
SDUWLFXODU� WKH�UHSRUW KLJKOLJKWV�WKDW�WKLV�FDQ�OHDG�WR�D�SURDFWLYH�LQYHVWPHQW�
DSSURDFK�LQ�WKH�HDUO\�\HDUV��ZKHQ�FDSLWDO�LQYHVWPHQW�LV�ORZ�EXW�LV�DOORZLQJ�
RSWLRQV�WR�EH�NHSW�RSHQ�� EXW�D�PRUH�FDXWLRXV�DSSURDFK�LQ�ODWHU�VWDJHV�
�ZKHUH�FDSLWDO�LQYHVWPHQW�LV�PRUH�LQWHQVH�DQG�´GHOD\µ�FDQ�WKHUHIRUH�FRPH�
RXW�DV�DQ�DWWUDFWLYH�RSWLRQ�ZKHUH�WKHUH�LV�FRQWLQXLQJ�XQFHUWDLQW\���

Ͳ $V�VXFK��DQG�DV�WKH�UHSRUW�DFNQRZOHGJHV� WKLV�LV�SURYLGLQJ�VRPH�VLPLODU�LQVLJKWV�
WR�WKDW�ZKLFK�UHDO RSWLRQV�WKHRU\�ZRXOG�SURYLGH �EXW�GUDZV�RQ�SURMHFW�
PDQDJHPHQW�SUDFWLFH�DQG�WKLQNLQJ�UDWKHU�WKDQ�WKDW�WKHRU\�SHU�VH�� 7KH�
SDUWLFXODU�ZD\�WKDW�1DWLRQDO�*ULG�XVHV�/:5��L�H� FKRRVLQJ�EHWZHHQ�D�VHW�RI�
SUHGHILQHG�SDWKZD\V�UDWKHU�WKDQ�LQFUHPHQWDO�RSWLRQV��OLPLWV WKH�EHQHILWV� DQG�
WKLV�LV�DQ�DUHD�WKDW�1DWLRQDO�*ULG FRQFOXGH�WKH\�ZLVK�WR�GR�PRUH�WKLQNLQJ�RQ��
GUDZLQJ�RQ�UHDO�RSWLRQV DVVHVVPHQW�LGHDV�

Ͳ 0RUHRYHU� EHFDXVH�WKH�12$�PRGHO�DW�WKLV�OHYHO�LV�TXLWH�FRPSOH[� LW�LV�QRW�
FOHDU�WKDW�WKH�UDWLRQDOH�IRU�DQ\�LQGLYLGXDO�GHFLVLRQV�FDQ EH�UHDGLO\�H[SODLQHG��
$�VLPSOHU�DSSURDFK�PD\�EHQHILW�IURP JUHDWHU�WUDQVSDUHQF\� DQG�DOORZLQJ�
PRUH�GHEDWH�DURXQG�WKH�DVVXPSWLRQV�UHODWLQJ WR�D�SDUWLFXODU�LQYHVWPHQW�
8VLQJ�WKH�LQVLJKWV�RI�UHDO�RSWLRQV�PD\�DOVR�SURYLGH�D�ZD\�RI�H[SODLQLQJ�WKH�
EHQHILWV�RI�GLIIHUHQW�VWUDWHJLF�RSWLRQV�

7KH�IODZV�LQ�WKH�/:5�PHWKRGRORJ\�PHQWLRQHG�DERYH�ZHUH�KLJKOLJKWHG�LQ�D�
SUHVHQWDWLRQ�E\�1(5$�DW�DQ�(35*�HYHQW���$V�WKH\�SXW�LW� /:5�LV�LQGHSHQGHQW�RI�WKH�
SUREDELOLWLHV�RI�WKH�LQFOXGHG�RXWFRPHV��EXW�KLJKO\�GHSHQGHQW�RQ�ZKHWKHU�WKH�
SUREDELOLW\�LV�KLJK�HQRXJK�WR�ZDUUDQW�FRQVLGHUDWLRQ��7KH\�DUJXHG�VRPH�ZD\�QHHGHG�
WR�EH�IRXQG�WR�HVWLPDWH�SUREDELOLWLHV�

� $QG�ZKR�DUH�LQ�VRPH�VHQVH�DFFRXQWDEOH�WR�WKRVH�ZKR�HOHFWHG�WKHP��7KLV�ODVW�SRLQW�LV�PDGH�LQ�D�
SDSHU�RQ�OHDVW�UHJUHWV�LQ�WUDQVSRUW�SODQQLQJ�KWWS���RD�XSP�HV���������,19(B0(0B����B�������SGI

� KWWSV���ZZZ�HSUJ�JURXS�FDP�DF�XN�ZS�FRQWHQW�XSORDGV���������9��.YHNYHWVLD�ZHE�SGI



�

7KH�DSSHQGL[�SURYLGHV�D�ZRUNHG�H[DPSOH�WR�VKRZ�KRZ�/:5�LV�FDOFXODWHG�DQG�KRZ�
WKH�LQFOXVLRQ�RI�D�SDUWLFXODU�RSWLRQ�LQ�WKH�DVVHVVPHQW�FDQ�LQIOXHQFH�WKH�HQG�GHFLVLRQ�
HYHQ�LI�WKDW�RSWLRQ�LV�QRW�WKH�SUHIHUUHG�RQH�

2WKHU�*%�(QHUJ\�ZRUN�

,PSHULDO�&ROOHJH

:RUN�XQGHUWDNHQ�DW�,PSHULDO�&ROOHJH�RQ�EHKDOI�RI�WKH�'HSDUWPHQW�RI�%XVLQHVV��
(QHUJ\�DQG�,QGXVWULDO�6WUDWHJ\��ORRNLQJ�DW�WKH�YDOXH�RI�IOH[LELOLW\�� XVHG�WKH�/:5�
DSSURDFK�LQ�UHDFKLQJ�LWV�FRQFOXVLRQ�WKDW�

´JUHDWHU�IOH[LELOLW\�LQ�WKH�HOHFWULFLW\�V\VWHP�SURYLGHV�RSWLRQ�YDOXH��VPDOO�LQYHVWPHQWV�LQ�
IOH[LELOLW\�HQDEOH�URRP�WR�GHOD\�GHFLVLRQ�PDNLQJ�XQWLO�WKHUH�LV�EHWWHU�LQIRUPDWLRQ��
UHGXFLQJ�WKH�QHHG�WR�PDNH�SRWHQWLDOO\�KLJK�UHJUHW�GHFLVLRQVµ�

,W�DOVR�FRQFOXGHV�WKDW�´D�VWUDWHJ\�RI�EDODQFHG�GHSOR\PHQW�DYRLGV�PD[LPXP�UHJUHW�
VFHQDULRV�ZKLFK�FDQ�DULVH�ZKHQ RQH�WHFKQRORJ\�LV�IDYRXUHG�DQG�LW�WXUQV�RXW�WR�EH�
WKH�ZURQJ�FKRLFHµ�

+RZHYHU� DV�FDQ�EH�VHHQ�IURP�WKHVH�TXRWHV�WKH�IRFXV�ZDV�OHVV RQ�D�PHFKDQLVWLF�XVH�
RI�WKH�PHWKRGRORJ\�EXW�RQ�XVLQJ�LW�DV�D�ZD\�RI�H[SORULQJ�ULVNV�DQG�RSWLRQV��,Q�
SDUWLFXODU�LW�ORRNHG�FORVHO\�DW�´KLJK�UHJUHWµ�VLWXDWLRQV�DV�D�ZD\�WR�SURPSW�WKLQNLQJ�
DERXW�WKH�VWHSV�WKDW�PLJKW�EH�WDNHQ�WR�DYRLG�PD[LPXP UHJUHWV�

(1:/�5HDO�2SWLRQV 1,$ 3URMHFW

(1:/ KDYH�ORRNHG�DW�WKH�VFRSH�IRU�DSSO\LQJ�UHDO�RSWLRQV�WKLQNLQJ�WR�GHFLVLRQV�DERXW�
WKH�XVH�RI�¶GHPDQG�VLGH�UHVSRQVH· �'65��DV�DQ�DOWHUQDWLYH�WR�UHLQIRUFHPHQW�DQG�
KDYH�EXLOW�D�GHFLVLRQ�VXSSRUW�WRRO�WR�IDFLOLWDWH�WKLV�

7KH�SDSHU�GHVFULELQJ�WKHLU�ZRUN�� PDNHV�WKH�SRLQW�WKDW�2IJHP·V�&%$�DSSURDFK�IRU�
('��XVHG�D�VWDQGDUG�&%$�DSSURDFK�WR�WKH�MXVWLILFDWLRQ�RI�LQYHVWPHQW� ZLWK�QR�
DFFRXQW�WDNHQ�RI�XQFHUWDLQW\�

7KH�SDSHU�WDONV�DERXW�WKH�XVH�RI�´WLSSLQJ�SRLQWVµ�WR�GHILQH�LQYHVWPHQW�VWUDWHJLHV��L�H�
ZH�ZLOO�LQYHVW�RQFH�GHPDQG�KLWV�D�FHUWDLQ�OHYHO��DQG� DOWKRXJK�LW�FRQVLGHUV�WKH�IXWXUH�
HQHUJ\ VFHQDULRV �)(6�� LW�IRFXVHV�RQ�WKH�OHYHO�RI�SHDN�GHPDQG�DV�WKH�FULWLFDO�IDFWRU�
IRU�WKHLU�SXUSRVHV�DQG�LGHQWLILHV�D�QXPEHU�RI�VFHQDULRV�DJDLQVW�ZKLFK�LW�DVVLJQV�
SUREDELOLWLHV�EDVHG�RQ�H[SHUW�MXGJPHQW� ,W WKHQ�XVHV 0RQWH &DUOR VLPXODWLRQ�WR�
PRGHO�VKRUW�WHUP�YDULDELOLW\�FDXVHG�E\�IDFWRUV�VXFK�DV�ZHDWKHU��RQ�WRS�RI�WKH�FRUH�
VFHQDULRV�

�

KWWSV���DVVHWV�SXEOLVKLQJ�VHUYLFH�JRY�XN�JRYHUQPHQW�XSORDGV�V\VWHP�XSORDGV�DWWDFKPHQWBGDWD�ILOH���
�����$QBDQDO\VLVBRIBHOHFWULFLW\BIOH[LELOLW\BIRUB*UHDWB%ULWDLQ�SGI

�� KWWSV���ZZZ�HQZO�FR�XN�JOREDODVVHWV�LQQRYDWLRQ�HQZO����GHPDQG�VFHQDULRV��DWODV�HQZO����UHDO�
RSWLRQV�MRXUQDO�SDSHU���IOH[LEOH�LQYHVWPHQW�XQGHU�XQFHUWDLQW\�LQ�GQR�QHWZRUNV������SGI



�

7KH�XVH�RI�WLSSLQJ�SRLQWV�ZRXOG�VHHP�D�KHOSIXO�ZD\�RI�DUWLFXODWLQJ�DQ�LQYHVWPHQW�
VWUDWHJ\�WKDW�QHHGV�2IJHP�VFUXWLQ\�EXW�DYRLGV�EHLQJ�WLHG�LQ�WR�D�SDUWLFXODU�SURILOH�RI�
LQYHVWPHQW�

7KHLU�DQDO\VLV�VKRZV�WKDW�IOH[LEOH�VROXWLRQV�OLNH�'65�FDQ�KDYH�VLJQLILFDQWO\�JUHDWHU�
YDOXH�WKDQ�LI�MXGJHG�RQ�D�VLPSOH�139�EDVLV��+RZHYHU� WKH�SDSHU�DOVR�KLJKOLJKWV�VRPH�
LVVXHV�ZKHUH�WKH�FRQVXPHU�YLHZ�RI�WKH�YDOXH�ZRXOG�QRW�DOLJQ�ZLWK�WKDW�RI�WKH�
GLVWULEXWLRQ�QHWZRUN�RSHUDWRU��'12�� DQG�KHQFH�VRPH�UHJXODWRU\�FKDQJHV�PD\�EH�
QHHGHG� 7KLV�LQFOXGHV�HOHFWULFDO�ORVVHV�ZKLFK�DUH�UHGXFHG�E\�LQYHVWPHQW�LQ�WKH�
QHWZRUN�EXW�QRW�E\�XVLQJ�'65��7KH�IDFW�WKDW ORVVHV DUH�QRW�SURSHUO\�WDNHQ�DFFRXQW�RI�
LQ�WKH�UHJXODWRU\�IUDPHZRUN�DW�SUHVHQW FRXOG�UHVXOW�LQ�GLVWRUWHG�GHFLVLRQV�ZKHQ�
FRPSDULQJ�WKH�WZR�RSWLRQV�

(1:/�FODLP�� WKLV�PRGHO�LV�QRZ�EHLQJ�XVHG�WR�VXSSRUW�%$8�GHFLVLRQV�RQ�PDQDJHG�
FRQQHFWLRQV�

5HDO�2SWLRQV�$VVHVVPHQW�² WKH�ZLGHU�OLWHUDWXUH

7KH�LGHD�RI�UHDO�RSWLRQV�DVVHVVPHQW�GUDZV�RQ�WKH�WKHRU\�EHKLQG�YDOXDWLRQ�RI�
ILQDQFLDO��SXW�DQG�FDOO��RSWLRQV� DQG�LQ�SDUWLFXODU�WKH�IDFW�WKDW�RSWLRQV�KDYH�PRUH�
YDOXH�WKH�JUHDWHU�WKH�PDUNHW�YRODWLOLW\�DQG�WKH�ORQJHU�WKH�GXUDWLRQ�RI�WKH�RSWLRQ����
7KH�LGHD�RI�DSSO\LQJ�WKLV�WR�UHDO�SURMHFWV�KDV�EHHQ�DURXQG�IRU�VRPH�WLPH� EXW�LQ�
SUDFWLFH�KDV�QRW�WDNHQ�RII� SDUWLFXODUO\ LQ�UHJXODWHG�VHFWRUV�LQYROYLQJ�LQIUDVWUXFWXUH�
LQYHVWPHQW� ZKHUH�RQH�PLJKW�KDYH�H[SHFWHG�LW�WR�KDYH�VLJQLILFDQW EHQHILW��

&OHDUO\�WKHUH�DUH�SUDFWLFDO SUREOHPV�ZLWK�JHWWLQJ�WKH�GDWD�WR�SHUIRUP�D�IRUPDO�UHDO�
RSWLRQV�DVVHVVPHQW��ZKHUH�WKH�DLP�LV�WR�TXDQWLI\�WKH�DGGLWLRQDO�YDOXH�FUHDWHG�E\�
KDYLQJ�DQ�RSWLRQ�DQG�UHTXLUHV�D�YLHZ�RI�WKH�GLVWULEXWLRQ�RI�WKH�XQFHUWDLQW\� IRU�
H[DPSOH���+RZHYHU� ZKDW�WKH�OLWHUDWXUH�VXJJHVWV�LV�WKDW� HYHQ�LI�\RX�GR�QRW�FDUU\�RXW�
D�IRUPDO�DVVHVVPHQW� WKHUH�FDQ�EH�YDOXH�LQ�EULQJLQJ�WKH�LQVLJKWV�IURP�UHDO�RSWLRQV�
DQDO\VLV�LQWR�WKH�ZD\�WKDW�RQH�WKLQNV�DERXW�LQYHVWLQJ�XQGHU�XQFHUWDLQW\��,Q�SDUWLFXODU�

Ͳ 7KH�ILUVW�DQG�IXQGDPHQWDO�SRLQW�LV�WKDW�WKHUH�LV�YDOXH�LQ�KDYLQJ�DQ�RSWLRQ�ZKLFK�
LV�JUHDWHU�ZKHQ�WKHUH�LV�PRUH�XQFHUWDLQW\�

Ͳ 6SHFLILFDOO\� WKH�LGHD LV�WKDW LI�\RX�DUH�DEOH�WR�VWD\�IOH[LEOH�DQG�DYRLG�LQYHVWLQJ�
XQWLO�LW�LV�FOHDU�ZKHWKHU�WKH�139�LV�DFWXDOO\�SRVLWLYH��DQG�RQO\�LQYHVWLQJ�ZKHUH�LW�
LV� WKHQ�WKDW�LPSURYHV�WKH�RYHUDOO�&%$�

Ͳ $V�\RX�JR�WKURXJK�WLPH \RX FDQ�WKHQ�KDYH�D�UDQJH�RI�FKRLFHV ² WR�DEDQGRQ��
GHOD\��LQYHVW WR�OHDUQ�RU�H[SDQG�

)RU�QHWZRUNV� WKLQNLQJ�DERXW�WKH�RSWLRQV�WKH\ KDYH�LQ�WKLV�ZD\�² DQG�LQ�SDUWLFXODU�
DERXW�WKH�QH[W�VWHSV�UDWKHU�WKDQ�WKH�ZKROH�SDWK�² FDQ�SURPSW�WKH�GHYHORSPHQW�RI�
PRUH�FUHDWLYH VROXWLRQV��)RU�H[DPSOH� LQ�WKH�GHEDWH�DURXQG�LQYHVWPHQW�DKHDG�RI�
QHHG�WKH�TXHVWLRQ�WKDW�QHHGV�WR�EH�DQVZHUHG�LV�ZKDW�WKH�QHWZRUN DFWXDOO\ QHHGV WR�

�� KWWSV���ZZZ�HQZO�FR�XN�LQQRYDWLRQ�VPDOOHU�SURMHFWV�QHWZRUN�LQQRYDWLRQ�DOORZDQFH�
SURMHFWV�HQZO������GHPDQG�VFHQDULRV�UHDO�RSWLRQV�PRGHO�

�� KWWS���SHRSOH�VWHUQ�Q\X�HGX�DGDPRGDU�SGILOHV�SDSHUV�UHDORSW�SGI



�

GR�LQ�DGYDQFH�WR�DOORZ�WKHP�WR�UHVSRQG�TXLFNO\�WR�UHTXHVWV�IRU�QHZ�FRQQHFWLRQV�
WKLV FRXOG�VLPSO\�EH�WKH�DFTXLVLWLRQ�RI�ODQG��IRU�H[DPSOH� ZKLFK�WDNHV�WLPH�EXW�
XOWLPDWHO\�LV�QRW�QHFHVVDULO\�ZDVWHG�LQYHVWPHQW�LI�LW�FDQ�EH�UHVROG��,Q�VRPH�ZD\V�WKLV�LV�
DNLQ�WR�SURMHFW�PDQDJHPHQW�WHFKQLTXHV�WKDW�EXLOG�LQ�FKHFNSRLQWV�WKURXJKRXW�WKH�
SURMHFW�OLIH�DQG�IRFXV�RQ�WKH�FULWLFDO�SDWK�DFWLYLWLHV�

5HYLHZLQJ�WKH ZLGHU OLWHUDWXUH� RQH�UHOHYDQW�SDSHU�ORRNV H[SOLFLWO\�DW WKH�XVH�RI�UHDO�
RSWLRQV�DVVHVVPHQW�LQ�UHJXODWRU\�GHFLVLRQV�LQ�WHOHFRPPXQLFDWLRQV��7KLV�DUJXHV WKDW�
RQH�SUREOHP�LV�WKDW�UHJXODWRUV��RU�SXEOLF�SROLF\�PDNHUV�PRUH�JHQHUDOO\��ILQG�VRPH�RI�
WKH�LGHDV LQ�D�UHDO�RSWLRQV�DSSURDFK�XQFRPIRUWDEOH����7KLV�LV�XQGHUVWDQGDEOH�
$EDQGRQLQJ�D�SURMHFW�FDQ�ORRN�OLNH�DQ�DGPLVVLRQ�WKDW�\RX�JRW�LW�ZURQJ��VLPLODUO\�
GHOD\LQJ�D�GHFLVLRQ�ZKLOH�\RX�OHDUQ�ZDLW�IRU�PRUH�FODULW\�FDQ�ORRN�OLNH�LQGHFLVLRQ�RU�D�
IDLOXUH�WR�GHOLYHU��

2QH�H[DPSOH�RI�WKLV�LQ�HQHUJ\�ZRXOG�EH�RQ�LQQRYDWLRQ�SURMHFWV�ZKHUH�WKHUH�LV�
DQHFGRWDO�HYLGHQFH�RI D�QHWZRUN�FRPSDQ\�VHHNLQJ WR�DEDQGRQ�D�SURMHFW�SDUW�ZD\�
WKURXJK�DV�LW�EHFDPH�FOHDU�LW�ZDV�QRW�GHOLYHULQJ�YDOXH EXW 2IJHP�UHIXVHG�

&RQFOXVLRQV

7KH�TXHVWLRQ�RI�KRZ�WR�DVVHVV�QHWZRUN�LQYHVWPHQWV�LQ�WKH�IDFH�RI�XQFHUWDLQW\�LV�DQ�
LPSRUWDQW�RQH WKDW�QHHGV�VLJQLILFDQW�IXUWKHU�ZRUN�

7KH�NH\�FRQFOXVLRQ�LV�WKDW�ZKDW�LV�QHHGHG�LV�D�´WRRONLWµ�DSSURDFK�UDWKHU�WKDQ�UHO\LQJ�
RQ�RQH�SDUWLFXODU�PHWKRGRORJ\��DQG�WR�GUDZ�RQ�WKH�LQVLJKWV�WKDW�PHWKRGV�VXFK�DV�
UHDO�RSWLRQV�DVVHVVPHQW�SURYLGH�HYHQ�LI�WKH�PHWKRGRORJ\�LWVHOI�PLJKW�QRW�EH�
SUDFWLFDO�WR�HPSOR\�

5HIOHFWLQJ�RQ�WKH�NQRZQ�FKDOOHQJHV�DURXQG�HQHUJ\�QHWZRUNV�WKHQ�SRLQWV�WR�VRPH�
PRUH�VSHFLILF�FRQFOXVLRQV�

x 2QH�LVVXH�WKDW�QHHGV�H[SORULQJ�LV�WR�HQVXUH�WKDW�WKH�DSSURDFKHV�WDNHQ�E\�
1DWLRQDO�*ULG�LQ�GHYHORSLQJ�LWV�¶1HWZRUN�2SWLRQV�$VVHVVPHQW·��12$��� XVLQJ�
WKH�¶/HDVW�:RUVW�5HJUHWV·��/:5��PHWKRG�� DUH�ILW�IRU�SXUSRVH�ZKHQ�ORRNLQJ�DW�
ZKROH�V\VWHP�LVVXHV��HVSHFLDOO\�LI�LW�ZHUH�WR�EH�H[WHQGHG�WR�FRYHU WKH�
GLVWULEXWLRQ�QHWZRUN�

x )RU�GLVWULEXWLRQ�QHWZRUNV��RQH�RI�WKH�EHQHILWV�RI�IOH[LELOLW\�VROXWLRQV VXFK�DV�'65
LV�² DV�2IJHP�LQGLFDWH�² WKH�RSWLRQ�YDOXH�RI�EHLQJ�DEOH�WR�DYRLG�
UHLQIRUFHPHQW�WKDW�PD\�QRW�XOWLPDWHO\�EH�QHHGHG�

x +RZHYHU��WKLV�PD\��RQ�RFFDVLRQV��LQYROYH�HPSOR\LQJ�VROXWLRQV�WKDW�ZRXOG�EH�
FRVWOLHU�LQ�WKH�VKRUW�WHUP� EXW�ZRXOG�VWLOO�EH�LQ�FRQVXPHUV·�LQWHUHVWV�LQ�WKH�ORQJ�
WHUP��,W�LV WKHUHIRUH LPSRUWDQW�WKDW�2IJHP·V�DSSURDFK�WR�EHQFKPDUNLQJ�
UHFRJQLVHV�WKH�DGGLWLRQDO�´RSWLRQ�YDOXHµ�WKDW�LV�EHLQJ�FUHDWHG��DQG�GRHV�QRW�
SHQDOLVH�FRPSDQLHV�IRU�SXUVXLQJ�VXFK�KLJKHU�FRVW�VROXWLRQV�

��

KWWSV���ZZZ�FRORUDGR�HGX�HQJLQHHULQJ�DOOHPDQ�LPJ�0RGHOOLQJB5HJXODWRU\B'LVWRUWLRQVBZLWKB5HDOB2SWL
RQV�SGI



�

x 0RUHRYHU��2IJHP�QHHGV�WR�UHFRJQLVH�WKDW�WDNLQJ�DFFRXQW�RI�XQFHUWDLQW\�LQ�
GHFLVLRQ�PDNLQJ�PD\�DOVR�RQ�RFFDVLRQV�OHDG�WR�DGGLWLRQDO FDSLWDO�
H[SHQGLWXUH�EHLQJ�XQGHUWDNHQ��7KLV�FRXOG�EH�SUHSDUDWRU\�ZRUN�WR�NHHS�DQ�
RSWLRQ�RSHQ��ZKDW�2IJHP�PLJKW�WKLQN�RI�DV�´LQYHVWPHQW�DKHDG�RI�QHHGµ���RU�
WR�EXLOG�LQ�DGGLWLRQDO�FDSDFLW\��RYHU�VL]LQJ���WR�FRSH�ZLWK�SRWHQWLDO�IXWXUH�
JURZWK��LI�VXEVHTXHQW�H[SDQVLRQ�ZRXOG�EH�YHU\�FRVWO\���

0RUH�JHQHUDOO\� ZKLOH�2IJHP�PD\�EH�HQFRXUDJLQJ�WKH�FRPSDQLHV�WR�WKLQN�DERXW�
GHFLVLRQ�PDNLQJ�XQGHU�XQFHUWDLQW\�WKHUH�LV�SUREDEO\�DOVR�D�PHVVDJH�EDFN�WR�2IJHP�
DERXW�KRZ�WKH\�FDQ�HYROYH�WKHLU�RZQ�SURFHVVHV�IRU�DSSURYLQJ�SURMHFWV�RU�WKH�ZD\�
WKDW�WKH\�MXGJH�FRPSDQLHV·�SHUIRUPDQFH�WR�VXSSRUW�D�PRUH�IOH[LEOH�DJLOH�DSSURDFK
DQG�WR�WDNH�DFFRXQW�RI�WKH�YDOXH�FUHDWHG�LQ�UHDO�RSWLRQV�

0D[LQH�)UHUN

'LUHFWRU� *ULG�(GJH�3ROLF\

6HSWHPEHU ����

�� 1RUPDOO\�UHDO�RSWLRQV�DQDO\VLV�LV�DVVRFLDWHG�ZLWK�DGYRFDWLQJ�LQFUHPHQWDO�LQYHVWPHQW�EXW�LW�ZLOO�
GHSHQG�RQ�WKH�FRVW�VWUXFWXUH��$�ZRUNHG�H[DPSOH�ZRXOG�EH�KHOSIXO�WR�PDNH�WKLV�SRLQW�



�

$QQH[��1DWLRQDO�*ULG�12$�0HWKRGRORJ\�5HYLHZ�������

1DWLRQDO�*ULG�SURGXFHV�DQ�DQQXDO�1HWZRUN�2SWLRQV�$VVHVVPHQW�DLPHG�DW�LGHQWLI\LQJ�
ZKHUH�PDMRU�UHLQIRUFHPHQW�LV�QHHGHG�RQ�WKH�WUDQVPLVVLRQ�QHWZRUN��7KLV�GUDZV�RQ�WKH�
IXWXUH�HQHUJ\ VFHQDULRV�WKDW�WKH\�DUH�UHVSRQVLEOH�IRU�SURGXFLQJ� ZKLFK�DUH�WKHQ�
UHIOHFWHG�LQ D�7HQ�<HDU�1HWZRUN�'HYHORSPHQW�3ODQ��7KH�12$�LV�XVHG�WR�LGHQWLI\�
SRWHQWLDO�SURMHFWV� WKDW�FDQ�WKHQ�EH�VFUXWLQLVHG�LQ�PRUH�GHSWK�WKURXJK�WKH�6WUDWHJLF�
:LGHU�:RUNV�SURFHVV��WKURXJK�ZKLFK�2IJHP�DJUHHV�WKH�FDVH�IRU�LQYHVWPHQW��

3URPSWHG�E\�FRQFHUQV�IURP�2IJHP WKDW�WKH�12$�PHWKRGRORJ\�LQ�FRPELQDWLRQ�ZLWK�
WKH�*RQH�*UHHQ�VFHQDULRV�ZDV�OHDGLQJ�WR�VSXULRXV�LQYHVWPHQW �L�H� LQYHVWPHQW�WKDW�
ZDV�QRW�QHHGHG�� 1DWLRQDO�*ULG�FDUULHG�RXW�D�PDMRU�UHYLHZ�WKDW�ORRNHG LQ�VRPH�
GHWDLO�DW�WKH�GLIIHUHQW�DSSURDFKHV�IRU�PDQDJLQJ�LQYHVWPHQW�XQGHU�XQFHUWDLQW\�

1DWLRQDO�*ULG�PDQDJH�FRQVWUDLQWV�RQ�WKH�QHWZRUN�WKURXJK�RSHUDWLRQDO�
DUUDQJHPHQWV�LQYROYLQJ�ELGV�RIIHUV�WR�DGGUHVV�WKH�FRQVWUDLQWV��)RU�ORZ�OHYHOV�RI�
FRQJHVWLRQ� WKLV�LV�OLNHO\�WR�EH HIILFLHQW�EXW�IRU�KLJKHU�OHYHOV�RI�FRQJHVWLRQ�DQ�HQGXULQJ�
VROXWLRQ�LQYROYLQJ�UHLQIRUFHPHQW�LV�PRUH�OLNHO\�WR�EH�MXVWLILHG� 7KH�12$�PRGHOOLQJ�
SURFHVV�FRPSDUHV�WKH�FRQVWUDLQW�FRVWV�DJDLQVW�LQYHVWPHQW�FRVWV�XQGHU�GLIIHUHQW�
VFHQDULRV�

,Q�WHUPV�RI�LWV�RYHUDOO�DSSURDFK�WR�GHDOLQJ�ZLWK�XQFHUWDLQW\�1DWLRQDO�*ULG�GLVFXVVHV�
VHSDUDWHO\�

����PHWKRGV�VHHNLQJ�WR�TXDQWLI\�WKH�XQFHUWDLQW\�WKH\�IDFH��

����PHWKRGV�WKDW�V\QWKHVLVH�XQFHUWDLQW\�LQWR�D�GHFLVLRQ��DQG�

����PHWKRGV�ZKLFK�VHHN�WR�PDNH�WKH�GHFLVLRQ�SURFHVV�IOH[LEOH�RYHU�WLPH�

4XDQWLI\LQJ�XQFHUWDLQW\

,Q�WHUPV�RI�TXDQWLI\LQJ�XQFHUWDLQW\� WKH\�FRQVLGHU�IRXU�DSSURDFKHV�� FHQWUDO�IRUHFDVW��
0RQWH &DUOR VLPXODWLRQ��VFHQDULRV�DQG�UHDO�RSWLRQV�WKHRU\��%ODFN�6FKROHV ��ELQRPLDO��

(DFK�KDV�LWV�VWUHQJWKV DQG�ZHDNQHVVHV�SULPDULO\�DURXQG�WKH�GLIILFXOWLHV�LQ TXDQWLI\LQJ�
LQSXWV�IRU�WKH�PRUH�WHFKQLFDO�RSWLRQV��0RQWH &DUOR DQG�UHDO�RSWLRQV��DQG�WKH�
EDODQFH�EHWZHHQ�GHWDLO��LQ�WKH�FHQWUDO�VFHQDULR��DQG�WKH�UDQJH�RI�RSWLRQV�
�VFHQDULRV�� 7KH\�FRQFOXGH�WKDW VFHQDULRV�DUH D�SUDJPDWLF�ZD\�RI EDODQFLQJ�WKH�
ZLVK�IRU�D�EURDG�UDQJH�RI�YLHZV�RYHU�WKH�IXWXUH�DQG�WKH�QHHG�IRU�GHWDLOHG�DQDO\VLV�RI�
WKH�WUDQVPLVVLRQ�QHWZRUN�

8VLQJ�FHQWUDO�IRUHFDVWV�DOORZV�IRU�YHU\�GHWDLOHG�SLFWXUHV�WR�EH�EXLOW�XS�RI�WKDW�RQH�
IRUHFDVW��EXW�ZLWK�QR�H[SOLFLW�DFFRXQW�WDNHQ�RI�WKH�XQFHUWDLQW\�LQYROYHG�

6FHQDULRV�DUH�EDVHG�RQ�WKH SULQFLSOH�WKDW�WKH\�VKRXOG�EH LQWHUQDOO\�FRQVLVWHQW�ZKLFK�
PDNHV�WKH�VXEVHTXHQW�DQDO\VLV�RI�RSHUDWLRQDO�RSWLRQV�PRUH�PHDQLQJIXO��$�VPDOOHU�
QXPEHU�RI�VFHQDULRV�DUH�JHQHUDWHG�WKDQ�\RX ZRXOG JHW�ZLWK�0RQWH &DUOR VLPXODWLRQ�
ZKLFK�PDNHV�WKH�SURFHVV PRUH�PDQDJHDEOH�JLYHQ�WKH�VLJQLILFDQW�HIIRUW�LQYROYHG�LQ�
PRGHOOLQJ�WKH�RSHUDWLRQDO�RSWLRQV��LQFOXGLQJ��IRU�H[DPSOH��GLVSDWFK�RI�LQWHUQDWLRQDO�
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JHQHUDWLRQ�� ,W�LV�DVVXPHG�WKDW�WKLV�LV�QRW VXFK�D�FRQFHUQ�IRU�GLVWULEXWLRQ�
UHLQIRUFHPHQW�GHFLVLRQV�WKDW�ZRXOG�W\SLFDOO\�EH�PRUH�VHOI�FRQWDLQHG�

6FHQDULRV�FDQ�H[SDQG�WKLQNLQJ���DYRLG JURXSWKLQN�DQG�DOVR�KLJKOLJKW�ZKLFK�HOHPHQWV�
DUH�QHDU�FHUWDLQ�DFURVV�VFHQDULRV �ZKLFK�WKDQ�KHOS�LGHQWLI\�¶ORZ�UHJUHW· DFWLRQV���
2WKHU�PRGHOV�WHQG�WR�XVH�WKH�SDVW�DV�HYLGHQFH��H�J� RI�OHYHOV�RI�XQFHUWDLQW\��
ZKHUHDV�VFHQDULRV�DUH�PRUH�H[SOLFLWO\�IRUZDUG�ORRNLQJ�

0RQWH�&DUOR VLPXODWLRQ�KDV�VWURQJ�WKHRUHWLFDO�FUHGHQWLDOV�EXW�ZHDNQHVVHV�LQFOXGH��
ULVNV LQ�PLV�VSHFLI\LQJ�WKH�PRGHO��H�J� ZKHUH�WKHUH�LV FRYDULDQFH�EHWZHHQ�GLIIHUHQW�
SDUDPHWHUV�� KHDY\�FRPSXWDWLRQDO�GHPDQGV� DQG�D�´EODFN�ER[µ�IHHO�

6WDQGDUG�5HDO�2SWLRQV�WHFKQLTXHV��VXFK�DV�%ODFN�6FKROHV�DQG�%LQRPLDO�RSWLRQV�
SULFLQJ� ZRXOG�LQYROYH SODFLQJ�DQ�HVWLPDWH�RQ�WKH�XQGHUO\LQJ�YRODWLOLW\�RI�FRQVWUDLQW�
FRVWV��0RUHRYHU� 1DWLRQDO�*ULG�FRQFOXGHV�WKDW�WKH�PHWKRGRORJ\�LV�LQ�SUDFWLFH�WRR�
LQIOH[LEOH�WR�DGHTXDWHO\�PRGHO�WKH�GLIIHUHQW�¶RSWLRQV·�DW�WKHLU GLVSRVDO��)XUWKHUPRUH��
WKHUH�DUH�VHYHUDO�VLPSOLI\LQJ�DVVXPSWLRQV�EHKLQG�WKHVH�VWDQGDUG�RSWLRQV�SULFLQJ�
IRUPXODH ZKLFK�WKH\�EHOLHYH�DUH�WRR�VWURQJ�IRU�WKHLU DSSOLFDWLRQV�

5HDO�2SWLRQV�$QDO\VLV �52$� LV�DFNQRZOHGJHG�DV�EHLQJ�VOLJKWO\�GLIIHUHQW�WR�WKH�RWKHU
PHWKRGV�RI�TXDQWLI\LQJ�XQFHUWDLQW\ PHQWLRQHG�DERYH��,W�VHHNV�WR�WDNH�LQWR�DFFRXQW�
WKH�XQFHUWDLQW\�IDFHG�RYHU�WKH�IXWXUH�EHQHILW�RI�LQYHVWPHQW��EXW�LW�GRHV�VR�E\�
DXJPHQWLQJ�WKH�139�UDWKHU�WKDQ�SURYLGLQJ�139V�IRU�HDFK�¶VFHQDULR·�FRQVLGHUHG��,Q�
JHQHUDO�WHUPV�D�UHDO�RSWLRQ�LV�WKH�ULJKW��EXW�QRW�WKH�REOLJDWLRQ��WR�XQGHUWDNH�DQ�
LQLWLDWLYH��VXFK�DV�GHIHUULQJ��DEDQGRQLQJ��H[SDQGLQJ��RU�VWDJLQJ�FDSLWDO�
GHYHORSPHQW�SURMHFWV��

,Q�WKH�FRQWH[W�RI�WUDQVPLVVLRQ�QHWZRUN�GHYHORSPHQW� VWDQGDUG�52$�ZRXOG�UHO\�RQ�
VXEMHFWLYH�DVVXPSWLRQV�DERXW�WKH�YDULDQFH�LQ FRQVWUDLQW FRVWV�DV�D�PHDVXUH�RI
XQFHUWDLQW\��1DWLRQDO�*ULG�FRQFOXGH�WKDW�ZKLOVW�WUDGLWLRQDO�52$�YDOXDWLRQ�WHFKQLTXHV�
DUH�FRPPHQGDEOH�IRU�WDNLQJ�XQFHUWDLQW\�LQWR�DFFRXQW��DQG�YDOXLQJ�WKH�IOH[LELOLW\�
WKDW�ZDLWLQJ�SURYLGHV��WKHUH�DUH�SHUKDSV�PRUH�DFFXUDWH�DQG�LQVLJKWIXO�ZD\V�RI�
HYDOXDWLQJ�XQFHUWDLQW\�

'HFLVLRQ�0DNLQJ

,Q�WHUPV�RI�GHFLVLRQ�PDNLQJ� WKHUH�DUH�IRXU�PDLQ�DSSURDFKHV��WUDGLWLRQDO�GHFLVLRQ�
PDNLQJ� EDVHG�RQ�ZHLJKWLQJ�WKH�UHVXOWV�DFFRUGLQJ�WR�WKH SUREDELOLWLHV RI�GLIIHUHQW�
VFHQDULRV��WKH�¶/HDVW�:RUVW 5HJUHWV· �/:5��DSSURDFK��DOVR�NQRZQ�DV�0LQLPD[�5HJUHW��
0LQLPD[� DQG�0D[LPLQ�

3UREDELOLWLHV�IRU�ZHLJKWLQJ�VFHQDULRV�ZRXOG�QHHG�WR�EH�EDVHG�RQ�H[SHUW�RSLQLRQ�
ZKLFK�LV�LQHYLWDEO\�VWLOO�VXEMHFW�WR�ELDVHV�DQG�LV�RSHQ�WR�SRWHQWLDO�DEXVH��)XUWKHUPRUH��
E\�SODFLQJ�SUREDELOLWLHV�H[SOLFLWO\�RQ�VFHQDULRV�1DWLRQDO�*ULG�DUH�FRQFHUQHG�WKH\�
ZRXOG�EH�LPSOLFLWO\�VWDWLQJ�KRZ�OLNHO\�WKH\ EHOLHYH�LQGLYLGXDO�HOHPHQWV�RI�WKH�
VFHQDULRV�DUH�WR�RFFXU��LQFOXGLQJ�HOHPHQWV�LW�PD\�EH�LQDSSURSULDWH�WR�SODFH�
SUREDELOLWLHV�RQ��IRU�H[DPSOH�WKH�UHVXOWV�RI�JRYHUQPHQW�SROLF\�ZKLFK�DUH�FXUUHQWO\�
XQGHFLGHG�
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1DWLRQDO�*ULG�WKHUHIRUH�DUJXH�VWURQJO\�IRU�XVLQJ�D�WHFKQLTXH�WKDW�GRHVQ·W�UHTXLUH�
SUREDELOLWLHV��7KH�0D[LPD[�DSSURDFK�LV�WKH�RSWLPLVWLF�DSSURDFK��WKDW�DVVXPHV�WKDW�
ZKDWHYHU�DOWHUQDWLYH LV�WDNHQ��WKH�PD[LPXP�SURILW�ZLOO�EH�WKH�RXWFRPH��DQG�OHDGV�WR�
WKH�GHFLVLRQ�EHLQJ�PDGH�EDVHG�RQ�ZKLFK�DOWHUQDWLYH�WKHUHIRUH�PD[LPLVHV�SURILWV��
0LQLPD[��WKH�SHVVLPLVWLF�DSSURDFK��GRHV�WKH�RSSRVLWH��DQG�PLQLPLVHV�WKH�PD[LPXP�
FRVW�ORVV DFURVV�VFHQDULRV��VHOHFWLQJ�WKH�DOWHUQDWLYH�ZKLFK�SURGXFHV�WKH�ORZHVW�ORVV�LQ�
D�ZRUVW�FDVH�VFHQDULR�

/:5�LV�VHHQ�DV�WDNLQJ�D�PLGGOH�FRXUVH�DPRQJ�WKRVH�RSWLRQV�WKDW�GRQ·W�UHTXLUH�DQ�
DVVHVVPHQW�RI�SUREDELOLWLHV��´QRW�UHOLDQW�RQ�VXEMHFWLYH�VFHQDULR�ZHLJKWVµ��EXW�LV�
DFNQRZOHGJHG�DV KDYLQJ�D�QXPEHU�RI�GLVDGYDQWDJHV�

Ͳ 7KH�EHVW�RSWLRQ�FDQ�EH�DIIHFWHG�E\�WKH�LQFOXVLRQ�RI�LUUHOHYDQW�DOWHUQDWLYH�
VWUDWHJLHV��WKDW�PD\�QRW EH�D�FRQWHQGHU�EXW�LQIOXHQFH�WKH�UHJUHW��

Ͳ 5HVXOWV�DUH�GHWHUPLQHG�E\�WKH�EDODQFH�EHWZHHQ�WKH�OHDVW�DQG�PRVW�RQHURXV�
FDVH�IRU�GHYHORSPHQW��ZKLFK�FDQ�OHDG�WR�¶IDOVH�SRVLWLYHV·�RU�¶IDOVH QHJDWLYHV·��
RU�ZKDW�FRXOG�EH�WHUPHG�¶VSXULRXV�LQYHVWPHQW�UHFRPPHQGDWLRQV·��7KHUHIRUH�
FDUH�PXVW�EH�WDNHQ�RYHU�WKH�PDNHXS�RI�VFHQDULRV�XVHG��DQG�WKH�UHVXOWV�RI�
/:5�VKRXOG�EH�VFUXWLQLVHG�

7KHVH�ZHDNQHVVHV�DUH�KLJKOLJKWHG�DOVR�LQ�D�SDSHU�SUHVHQWHG�DW�DQ�(35*�VHPLQDU
QRWHG�DERYH�

7KH�SUHPLVH�RI�/:5�LV�WKDW� ZKHQ�IDFHG�ZLWK�XQFHUWDLQW\�RYHU�WKH�IXWXUH� WKH�GHFLVLRQ�
RQ�ZKLFK�SDWK�WR�WDNH�IRUZDUG�LV�EDVHG�RQ�ZKDW�DOWHUQDWLYH�ZLOO�SURGXFH�WKH�OHDVW�
¶5HJUHW·��ZKHUH�¶5HJUHW·�LV�GHILQHG�DV�RSSRUWXQLW\�ORVV��RU�WKH�GLIIHUHQFH�EHWZHHQ�
WKH�SD\RIIV�RI�WKH�EHVW�VWUDWHJ\�DQG�WKH�VWUDWHJ\�XQGHU�FRQVLGHUDWLRQ��,Q�WKLV�VHQVH�
WKH�/:5�DSSURDFK�IRFXVHV�RQ�QHYHU�EHLQJ�YHU\�ZURQJ��UDWKHU�WKDQ�ZLVKLQJ�WR�EH�
FRUUHFW�RQ�DYHUDJH��DV�GHFLVLRQV�WRROV�VXFK�DV�H[SHFWHG�139��H139��ZRXOG�

$�SUDFWLFDO�H[DPSOH�RI�KRZ�WKHVH�WKUHH�DSSURDFKHV�ZRXOG�ZRUN�LV�VKRZQ�LQ�WKH�
$SSHQGL[��

1DWLRQDO�*ULG�DUJXH�WKDW�DVLGH�IURP�FRJQLWLYH�ELDVHV�DQG�V\VWHPDWLF�HUURUV�RI�
MXGJHPHQW�ZKLFK�PDNH�LQGLYLGXDOV· GHFLVLRQ�PDNLQJ� XQGHU�XQFHUWDLQW\� GLYHUJH�
IURP�SHUIHFW�UDWLRQDOLW\��LQGLYLGXDOV�FDQ�DOVR�KDYH�REMHFWLYHV�RWKHU�WKDQ�H[SHFWHG�
YDOXH�PD[LPLVDWLRQ��VXFK�DV�UHJUHW�PLQLPLVDWLRQ��5HJUHW�WKHRU\�LWVHOI��DQG�UHODWHG�
GHFLVLRQ�WRROV��KDYH�WKHLU�IRXQGDWLRQV�LQ�H[SHULPHQWDO�HYLGHQFH�RI�FKRLFH�EHKDYLRXU�
XQGHU�XQFHUWDLQW\�ZKLFK�VKRZ�WKDW�GHFLVLRQ�PDNHUV�DUH�RIWHQ�FRQFHUQHG�DERXW�WKH�
SRWHQWLDO�¶UHJUHW·�WKH\�PD\�IDFH�DV�D�UHVXOW�RI�D�GHFLVLRQ��

/RRPHV�	�6XJGHQ��������VKRZ�UHJUHW�WKHRU\�WR�EH�D�UDWLRQDO�IRUP�RI�GHFLVLRQ�
PDNLQJ�ZKHQ�WDNLQJ�WKHVH�DOWHUQDWLYH�REMHFWLYHV�LQWR�DFFRXQW��$V�VXFK�WKH\�DUJXH�
/:5�KDV�DWWUDFWLYH�WKHRUHWLFDO�IRXQGDWLRQV� ,W�LV�ZRUWK�QRWLQJ��KRZHYHU��WKDW MXVW�
EHFDXVH�LQGLYLGXDOV�PDNH�GHFLVLRQV�WKLV�ZD\�GRHV�QRW PDNH�LW�D�VRXQG�EDVLV�IRU�
SXEOLF�SROLF\�GHFLVLRQ�PDNLQJ��,QGLYLGXDOV�XVH�KHXULVWLFV�DQG�DUH�JHQHUDOO\�D�ORQJ�
ZD\�IURP�WKH�UDWLRQDO�HFRQRPLVW WKDW�RQH�ZRXOG�H[SHFW�SXEOLF�SROLF\�PDNHUV�WR�
UHVHPEOH� 7KH�FRQFHSW�RI�UHJUHW�WKHRU\�UHOLHV�RQ�WKHUH�EHLQJ�D�UHGXFWLRQ�LQ�¶XWLOLW\·�
WKDW�FRPHV�DERXW�IURP�NQRZLQJ�\RX�KDYH�PDGH�WKH�ZURQJ�GHFLVLRQ� EXW WKH�
FKDOOHQJH�KHUH LV�QRW�WR�PD[LPLVH�WKH�XWLOLW\�RI�WKH�GHFLVLRQ�PDNHU�
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/:5�LV�DOVR�QRW�¶LQGHSHQGHQW�RI�LUUHOHYDQW�DOWHUQDWLYHV·��L�H��E\�UHPRYLQJ�D�¶SRRU·�
RSWLRQ�IURP�WKH�GHFLVLRQ�VHW�ZKLFK�LV�QRW�DPRQJ�WKH�OHDGLQJ�FRQWHQGHUV�WKH�/:5�
UHVXOW�FDQ�FKDQJH��7KLV�FDQ�KDSSHQ�LI�WKH�RSWLRQ�EHLQJ�UHPRYHG�LV�WKH�EHVW�XQGHU�DW�
OHDVW�RQH�VFHQDULR� LQ�ZKLFK�FDVH�LWV�UHPRYDO�FKDQJHV�WKH�DVVRFLDWHG�UHJUHWV�IRU�DOO�
RI�WKH�RSWLRQV�DQG�FDQ�FKDQJH�WKH�RYHUDOO�/:5�RSWLRQ�LI�WKLV�FKDQJHV�WKH�PD[LPXP�
UHJUHW�IRU�DW�OHDVW�RQH�RSWLRQ��7KH�LQFOXVLRQ�RI�DQ�DGGLWLRQDO�RSWLRQ�FDQ�KDYH�WKH�
VDPH�HIIHFW� 7KLV�FRQFHSW�LV�GHPRQVWUDWHG�LQ�WKH�$SSHQGL[�

$V�D�JHQHUDO�SRLQW�RQ�WKH�FRQVHUYDWLYH�QDWXUH�RI�/:5��1DWLRQDO�*ULG EHOLHYH�
FRQVHUYDWLYH�GHFLVLRQ�PDNLQJ�OLNH�/:5��ZKHUH�WKH\ GR�QRW�ZLVK�EH�YHU\�ZURQJ�
ZKLFKHYHU�VFHQDULR�SOD\V�RXW��LV�D�VHQVLEOH�FRXUVH�RI�DFWLRQ�ZKHQ�WKHUH�LV�D�JUHDW�
GHDO�RI�XQFHUWDLQW\�RYHU�WKH�IXWXUH��*UHHQ�%RRN�*RYHUQPHQW�*XLGHOLQHV�VXJJHVW�WKDW�
ULVNV�ZKLFK�DUH�V\VWHPDWLFDOO\�FRUUHODWHG�ZLWK�*URVV�'RPHVWLF�3URGXFW��*'3���RU�RWKHU�
YDULDEOHV�VXFK�DV�JRYHUQPHQW�SROLF\��RU�DUH�ODUJH�UHODWLYH�WR�WKH�VL]H�RI�WKH�QDWLRQ�
VKRXOG�EH�WDNHQ�DFFRXQW�RI��7KH\�DUJXH�WKDW�WKH ULVNV�WKH\ PXVW�FRQVLGHU�LQ�PDNLQJ�
UHLQIRUFHPHQW�UHFRPPHQGDWLRQV��LQFOXGLQJ�IXWXUH�FRQVWUDLQW�FRVWV�DQG�SRWHQWLDO�
DVVHW�XQGHU�XWLOLVDWLRQ��DUH�ODUJH�HYHQ�ZKHQ�FRPSDUHG�WR�WKH�VL]H�RI�WKH�HFRQRP\��
DQG�DUH�FRUUHODWHG�ZLWK�*'3�DQG�JRYHUQPHQW�SROLF\��DQG�WKHUHIRUH�GR�QRW�ZDVK�
RXW�RQ�DYHUDJH�ZLWK�RWKHU�ULVNV�WR�WKH�HFRQRP\��,W�LV�ZRUWK�QRWLQJ�WKDW�WKLV�GRHV�QRW�
H[WUDSRODWH�WR�GLVWULEXWLRQ QHWZRUNV�

)OH[LEOH�'HFLVLRQ�3URFHVV

7KH�12$�LV�UHYLVLWHG�DQQXDOO\�ZKLFK�SURYLGHV�DQ�RSSRUWXQLW\�WR�UHYLVLW�DVVXPSWLRQV�
7KLV�LV�EDVHG�RQ�WKH�FRQFHSW�RI�DQ�LWHUDWLYH��¶UHFHGLQJ�KRUL]RQ�FRQWURO·��5+&���
SURFHVV�XVHG�LQ�HQJLQHHULQJ��7KH�LQWXLWLRQ�EHKLQG�5+&�LV�WKDW�XQFHUWDLQW\�ZLOO�UHVROYH�
LWVHOI�RYHU�WLPH�DQG�VR�ZKLOVW�ZH�PD\�QHHG�WR�WDNH�GHFLVLRQV�QRZ��WKHUH�LV�D�FDVH�WR�
EH�PDGH�IRU�UHFRQVLGHULQJ�GHFLVLRQV�DW�LQWHUYDOV�VR�DV�WR�WDNH�DGYDQWDJH�RI�PRUH�XS�
WR�GDWH��DQG�KRSHIXOO\�DFFXUDWH��LQIRUPDWLRQ�DERXW�KRZ�WKH�IXWXUH�ZLOO�SURJUHVV�

7KH�VSHFLILF�IRUP�RI�/:5�ZKLFK�1DWLRQDO�*ULG�XVHV�LV�6LQJOH�<HDU�/:5�ZKHUH�WKH\�RQO\�
ORRN�DW�WKH�LPSOLFDWLRQV�RYHU�WKH�FRPLQJ�\HDU�RI�WKH�GLIIHUHQW�RSWLRQV��7KLV�LV�LQWHQGHG�
WR�HQFRXUDJH�IOH[LELOLW\� �,Q�FRQWUDVW�WKH�VWUDWHJLF�ZLGHU�ZRUNV�PHWKRGRORJ\�XVHV�
ZKROH�OLIH�/:5�IRU�ORRNLQJ�DW�WKH�VSHFLILF�RSWLRQV�DURXQG�D�SDUWLFXODU�LQYHVWPHQW��

1DWLRQDO�*ULG LGHQWLI\�WZR�SRVVLEOH�DSSURDFKHV IRU�FDUU\LQJ�RXW�VLQJOH�\HDU�/:5��7KH�
ILUVW�ORRNV�DW�WKH�GLIIHUHQW�HOHPHQWV�RI�WKH�FRPSHWLQJ�VWUDWHJLHV� DQG�GHWHUPLQHV�WKH�
RQHV�WKDW�VKRXOG�EH�SURJUHVVHG�XVLQJ�/:5��7KH�VHFRQG�GHWHUPLQHV�WKH�RSWLPDO�
VWUDWHJ\�DFURVV�DOO VFHQDULRV DQG�WKHQ�LPSOHPHQWV�WKH�ILUVW�\HDU�DFWLRQV��7KH�VWUDWHJ\�
LV�WKHQ�XSGDWHG�WKH�IROORZLQJ�\HDU�DQG�DJDLQ�WKH�ILUVW�\HDU�LV�LPSOHPHQWHG��7KHVH�
WZR�DSSURDFKHV�KDYH�TXLWH�GLIIHUHQW�LPSOLFDWLRQV��)RU�H[DPSOH� LQ�WKH�IRUPHU�\RX�
DUH�PRUH�OLNHO\�WR�VHH�FRPSHWLQJ�SURMHFWV�VWDUWHG�LQ�SDUDOOHO ZKLFK�PD\�DSSHDU�
ZDVWHIXO�EXW�PHDQV�\RX�FDQ�HYROYH D�VWUDWHJ\�WKDW�LV�EHWWHU�VXLWHG�WR�WKH�IXWXUH�WKDW�
HPHUJHV� 1DWLRQDO�*ULG�XVH�WKH�ODWWHU�DSSURDFK ZKLFK�LPSOLFLWO\�DVVXPHV�WKDW�DW�
VRPH�SRLQW�WKH�XQFHUWDLQW\�ZLOO�EH�UHVROYHG� 7KH�12$�WKHQ�SURYLGHV�D�
GHOD\�SURFHHG�GHFLVLRQ�IRU�DOO�´FULWLFDOµ�GHFLVLRQV��L�H� GHFLVLRQV�ZKHUH�\RX�QHHG�WR�
SURFHHG�WR�PHHW�WKH�UHTXLUHG�E\�GDWH�XQGHU�DW�OHDVW�RQH�VFHQDULR��
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3URSRVHG�LPSURYHPHQWV�WR�12$

)ROORZLQJ�WKLV�UHYLHZ�1DWLRQDO�*ULG�LGHQWLILHG�WZR�FKDQJHV�LW�SODQQHG�WR�PDNH�WR�WKH�
12$�PHWKRGRORJ\�

Ͳ 7R�FDOFXODWH�LPSOLHG�SUREDELOLWLHV��L�H� ZKDW�WKH�SUREDELOLWLHV�RI�GLIIHUHQW�
VFHQDULRV�ZRXOG�QHHG�WR�EH�IRU�WKH�FKRVHQ�VWUDWHJ\�WR�EH�RSWLPDO���7KLV�ZDV�
LQWHQGHG�WR�UHGXFH�WKH�ULVN�RI�XQGXH�ZHLJKW�EHLQJ�JLYHQ�WR�ORZ�SUREDELOLW\�
VFHQDULRV�

Ͳ 7R�LQWURGXFH�DQ��LQWHUQDO� 12$�FRPPLWWHH�WR�VFUXWLQLVH�DQG�WHVW�WKH�GHFLVLRQV�
IURP�WKH�PRGHO�

7KHVH�FKDQJHV�DUH�UHIOHFWHG�LQ�WKH�ODWHVW�12$�PHWKRGRORJ\ GRFXPHQW�

1DWLRQDO�*ULG�DOVR�LGHQWLILHG�VRPH�DUHDV�WKDW�LW�VDLG�LW�ZLVKHG�WR�H[SORUH�IXUWKHU��EXW�
WKHUH�LV�QR�HYLGHQFH�LQ�WKH�ODWHVW�12$�PHWKRGRORJ\�RI�WKHP�KDYLQJ�SURJUHVVHG�
WKHVH�DV�\HW��

Ͳ +RZ�WR�LQFOXGH�UHDO�RSWLRQV�DQDO\VLV�LQ�WKH�12$��ZKLFK�OLQNV�ZLWK�WKH�IRUP�RI�
5+&�XVHG� 7KH�EHQHILWV�RI�XVLQJ�UHDO�RSWLRQV�DQDO\VLV��52$��ZLWK�WKH�
DOWHUQDWLYH�VW\OH�RI�5+& GLVFXVVHG�DERYH LV�WKDW�LW�SURYLGHV�PRUH�IOH[LELOLW\�WR
GHDO�ZLWK�WKH�HPHUJLQJ�ODQGVFDSH��2QH�ZRXOG�EH�PRUH�OLNHO\�WR�UHFRPPHQG�
GHYHORSPHQWV�QRZ�ZKLFK�DUH�DEOH�WR�DGDSW�WR�WKH�IXWXUH�EHWWHU��)XUWKHUPRUH��
WKH�EHQHILWV�RI�ZDLWLQJ�DUH�RQO\�IXOO\�LQWHUQDOLVHG�WKURXJK�52$��52$�DOVR�IXOO\�
YDOXHV�WKH�IOH[LELOLW\�VPDOOHU��PRGXODU�GHYHORSPHQWV�KDYH�LQ�DOORZLQJ�PRUH�
FDSDFLW\�WR�EH�DGGHG�WR�WKH�V\VWHP�RYHU�WLPH��EXW�ZLWKRXW�WKH�ULVN�RI�RYHU�
LQYHVWLQJ�QRZ��7KH\�VHH�WKLV�OLQNLQJ�ZLWK�WKH�LGHD�RI�´WULJJHU�SRLQWVµ�DV�XVHG�E\�
(1:/�

Ͳ 7KH�XVH�RI�SUREDELOLVWLF�ZHLJKWV�WR�DGGUHVV�VRPH�RI�WKH�SUREOHPV�QRWHG�
DERYH��7KH\�UHFRJQLVH�WKDW�ZKDW�PDWWHUV�IRU�HYDOXDWLRQ�LV�WKH�SUREDELOLW\�RI�
GLIIHUHQW�OHYHOV�RI�FRQVWUDLQW�FRVWV�UDWKHU�WKDQ�WKH�SUREDELOLW\�RI�GLIIHUHQW�
EURDG�VFHQDULRV��7KLV�PD\�EH�PRUH�SUDFWLFDO�DQG�OHVV�FRQWHQWLRXV�
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$SSHQGL[��:RUNHG�H[DPSOHV�RI QRQ�SUREDELOLVWLF GHFLVLRQ�WRROV

7KLV�$SSHQGL[�LOOXVWUDWHV�KRZ�VRPH�RI�WKH�GHFLVLRQ�WRROV�UHIHUUHG�WR�LQ�WKH�PDLQ�SDSHU
�DQG�WKH�$QQH[� ZRUN�LQ�SUDFWLFH��7KH�H[DPSOHV�DUH�EDVHG�RQ�FRQVLGHULQJ�WKH�UHVXOWV�
RI�WKUHH�DOWHUQDWLYH�DFWLRQV�LQ�WKH�IDFH�RI�DQ�XQFHUWDLQ�IXWXUH�UHSUHVHQWHG�E\�WKUHH�
VFHQDULRV�

6FHQDULR�$ 6FHQDULR�% 6FHQDULR�&
$FWLRQ�� �� �� ���
$FWLRQ�� �� �� ��
$FWLRQ�� �� ��� ��

7DEOH���² 'HFLVLRQ�WDEOH�ZLWK�SD\RII�VFRUHV��

7DEOH���DERYH�SUHVHQWV�D�GHFLVLRQ�WDEOH�ZLWK�SD\RII�VFRUHV��ZKHUH�KLJK�SRVLWLYH�
YDOXHV�UHIOHFW�D�SRVLWLYH�
SD\RII
��L�H��H[WUHPHO\�EHQHILFLDO�WR�FRQVXPHUV��H[WUHPHO\�
OXFUDWLYH��HWF���DQG�KLJK�QHJDWLYH�YDOXHV�UHIOHFW�D�SRRU�
SD\RII
��L�H��FRQVXPHUV�DUH�
OHIW�DW�D�VHYHUH�GLVDGYDQWDJH��WKH�VFKHPH�SURGXFHV�ILQDQFLDO�ORVVHV��HWF���

8VLQJ�D�0D[LPD[ DSSURDFK��LQ�HIIHFW�WDNLQJ�DQ�RSWLPLVWLF�YLHZ��ZH�FDQ�VHH�WKDW�
$FWLRQ���LV�WKH�FKRVHQ�DFWLRQ�DV�LW�KDV�WKH�SRWHQWLDO�WR�SURGXFH�WKH�JUHDWHVW�SD\RII�
YDOXH�DFURVV DOO�VFHQDULRV�RI��� �LQ�JUHHQ���GHVSLWH�WKH�IDFW�WKDW�$FWLRQ���DOVR�KDV�WKH�
SRWHQWLDO�WR�SURGXFH�WKH�ZRUVW�SD\RII�YDOXH�RI������

8VLQJ�D�0LQLPD[ DSSURDFK��LQ�HIIHFW�WDNLQJ�D SHVVLPLVWLF�YLHZ��ZH�FDQ�VHH�WKDW�
$FWLRQ���LV�WKH�FKRVHQ�DFWLRQ��DV�LQ�D�ZRUVW�FDVH�VFHQDULR�LW�SURGXFHV�D�SD\RII�YDOXH�
RI��� �LQ�RUDQJH���ZKLFK�LV�KLJKHU�WKDQ�WKH�WZR�DOWHUQDWLYH�ZRUVW�FDVH�YDOXHV�RI�����
DQG���� �LQ�UHG���

5DWKHU�WKDQ�WDNLQJ�DQ�RYHUWO\�RSWLPLVWLF�RU�SHVVLPLVWLF�YLHZ��PRUH�VRSKLVWLFDWHG�
DSSURDFKHV�LQYROYH�ORRNLQJ�DW�WKH�´UHJUHWµ RU�RSSRUWXQLW\�ORVV LQYROYHG�LQ�SDUWLFXODU�
GHFLVLRQV�XQGHU�GLIIHUHQW�VFHQDULRV� LI�D�GHFLVLRQ�LV�WDNHQ�ZKLFK�WXUQV�RXW�WR�EH�VXE�
RSWLPDO�LQ�WKH�VFHQDULR�WKDW�XOWLPDWHO\�XQIROGV��7R�REWDLQ�D�YDOXH�IRU�
UHJUHW
��ZH�KDYH�
WR�ILUVW�ILQG�WKH�KLJKHVW�SD\RII�YDOXH�LQ�HDFK�VFHQDULR��ZKLFK�LV����LQ�6FHQDULR�$�����LQ�
6FHQDULR�%��DQG����LQ�6FHQDULR�&��:H�WKHQ�VXEWUDFW�WKH�SD\RII�YDOXH�IURP�HDFK�
DFWLRQ�IURP�WKLV�KLJKHVW�SD\RII�YDOXH�LQ�HDFK�VFHQDULR�WR�REWDLQ�DOO���YDOXHV�IRU�

UHJUHW
 DV�VKRZQ�LQ�7DEOH���EHORZ� )RU�WKH�RSWLPDO�DFWLRQ�LQ�HDFK�VFHQDULR�WKH�UHJUHW�
LV�]HUR�

6FHQDULR�$ 6FHQDULR�% 6FHQDULR�&
$FWLRQ�� ���² ��� �� ���² ��� ��� ���² ������ ���
$FWLRQ�� ���² ��� ��� ���² ��� �� ���² ��� ���
$FWLRQ�� ���² ��� ��� ���² ������ ��� ���² ��� ��

7DEOH���² 5HJUHW�WDEOH

7KLV�UHJUHW�WDEOH�LV�WKHQ�XVHG�WR�DVVHVV�ZKLFK�DFWLRQ�VKRXOG�EH�WDNHQ�XVLQJ�0LQLPD[�
5HJUHW��RU�/HDVW�:RUVW�5HJUHW �/:5��PHWKRG��

7R�GR�WKLV�\RX�VWDUW�E\�ORRNLQJ�DW�WKH�ZRUVW�UHJUHW�IRU�HDFK�DFWLRQ��6R�LI�\RX�
XQGHUWDNH�$FWLRQ����IRU�H[DPSOH��WKH�KLJKHVW�YDOXH�RI�UHJUHW�RFFXUV�XQGHU�VFHQDULR�
&��VKRZQ�LQ�EROG��DV�WKHUH�ZRXOG�EH�WKH�ELJJHVW�GLIIHUHQFH�EHWZHHQ�\RXU�SD\RII�



��

KDYLQJ�XQGHUWDNHQ�$FWLRQ����YHUVXV�LI�\RX�KDG XQGHUWDNHQ�WKH�RSWLPDO�DFWLRQ�LQ�WKDW�
VFHQDULR��$FWLRQ����

:LWK�WKH�0LQLPD[�5HJUHW��/:5��DSSURDFK��ZH�ORRN WR�PLQLPLVH�WKLV�´ZRUVW UHJUHWµ��LQ�
HIIHFW�DVVXPLQJ�D�VRG·V�ODZ VFHQDULR�ZKHUH�WKH�ZRUVW�VFHQDULR�IRU�WKH�SDUWLFXODU�
DFWLRQ�LV�WKH�RQH�WKDW�PDWHULDOLVHV�DQG�ORRNLQJ�IRU�WKH�DFWLRQ�WKDW�GHOLYHUV�WKH�OHDVW�
UHJUHW�LQ�WKDW�FDVH��

:H�FDQ�VHH�WKDW�WKH�ORZHVW�RI�WKH�´ZRUVW�UHJUHWµ YDOXHV �VKRZQ�LQ�EROG� LV��� �LQ�
JUHHQ���WKHUHIRUH�VKRZLQJ�WKDW�XVLQJ�WKH�/:5�DSSURDFK�$FWLRQ���LV�FRQVLGHUHG�PRVW�
VXLWDEOH��

�,W�LV�ZRUWK�QRWLQJ�WKDW�DOWKRXJK��LQ�WKLV�VFHQDULR��WKH�WKUHH�DSSURDFKHV�WR�GHFLVLRQ�
PDNLQJ�SURGXFH�GLIIHUHQW�VXJJHVWHG�DFWLRQV��WKLV�ZLOO�QRW�DOZD\V�EH�WKH�FDVH��

2QH�RI�WKH�FULWLFLVPV�RI�/:5��DV�QRWHG�LQ�WKH�PDLQ�SDSHU��LV�WKDW�WKH�UHVXOWV�FDQ�
FKDQJH�ZLWK�WKH�LQFOXVLRQ�LQ�WKH�DVVHVVPHQW�RI�RWKHU�DFWLRQV�HYHQ�LI�WKH\�DUH�QRW�
DFWXDOO\�SUHIHUUHG�DFWLRQV��7KLV�LV�LOOXVWUDWHG�EHORZ�

7DEOH���JLYHV�D�SD\RII�WDEOH��LGHQWLFDO�WR�7DEOH����EXW�ZLWK�DQ�DGGLWLRQDO�IRXUWK�DFWLRQ�
WKDW�GRHV QRW�FKDQJH�WKH�RXWFRPHV�LQ�HLWKHU�0D[LPD[�RU�0LQLPD[�DSSURDFKHV��
7DEOH���LV�WKHQ�WKH�XSGDWHG�UHJUHW�WDEOH�

6FHQDULR�$ 6FHQDULR�% 6FHQDULR�&
$FWLRQ�� �� �� ���
$FWLRQ�� �� �� ��
$FWLRQ�� �� ��� ��
$FWLRQ�� �� �� ���

7DEOH�� ² 3D\RII�WDEOH�ZLWK�DGGLWLRQDO�IRXUWK�DFWLRQ�

6FHQDULR�$ 6FHQDULR�% 6FHQDULR�&
$FWLRQ�� ���² ��� �� ���² ��� ��� ���² ������ ���
$FWLRQ�� ���² ��� ��� ���² ��� ��� ���² ��� ���
$FWLRQ�� ���² ��� ��� ���² ������ ��� ���² ��� ��
$FWLRQ��� ���² ��� ��� �� ² ��� �� ���² ������ ���

7DEOH�� ² 1HZ�5HJUHW�WDEOH��ZLWK�DGGLWLRQDO�IRXUWK�DFWLRQ�

:KDW�LV�QRWDEOH�LV�WKDW�7DEOH���SURGXFHV�D�GLIIHUHQW�RXWFRPH�IURP�7DEOH����'XH�WR�
WKH�KLJKHU�EHVW�SD\RII�LQ�6FHQDULR�%��WKH�´ZRUVW�UHJUHWµ�YDOXH�IRU�$FWLRQ���KDV�
LQFUHDVHG�WR�����$V�D�UHVXOW��$FWLRQ���LV�QRZ�FRQVLGHUHG�WKH�PRVW�VXLWDEOH�XVLQJ�WKH�
0LQLPD[�5HJUHW�/:5�DSSURDFK��:H�QRWH�WKDW�WKH�LQFOXVLRQ�RI�WKH�IRXUWK�DFWLRQ��
GHVSLWH�QRW�EHLQJ�FRQVLGHUHG�D�VXLWDEOH�DFWLRQ�XVLQJ�DQ\�RI�WKH�WKUHH�DSSURDFKHV��LV�
DIIHFWLQJ�WKH�ILQDO�GHFLVLRQ�XVLQJ�WKLV�WHFKQLTXH��


