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7KH )XWXUH RI WKH 1HZ ,VVXHV 0DUNHW

-D\ 51 5LWWHU
&RUGHOO 3URIHVVRU RI ILQDQFH
8QLYHUVLW\ RI )ORULGD
MULWWHU#QRWHV1FED1XIO1HGX
KWWS=22EHDU1FED1XIO1HGX2ULWWHU

6851;7915;6:

-DQXDU\ 5</ 5335

&RPPHQWV IURP 7LP /RXJKUDQ DQG SDUWLFLSDQWV LQ WKH ILIWK DQQXDO %URRNLQJV0:KDUWRQ
3DSHUV RQ )LQDQFLDO 6HUYLFHV FRQIHUHQFH DUH JUDWHIXOO\ DFNQRZOHGJHG1
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7KH )XWXUH RI WKH 1HZ ,VVXHV 0DUNHW

(YHU\ 0%$ SURJUDP WKDW , KDYH WDXJKW LQ KDV VRPH $VLDQ VWXGHQWV/ DQG LQ VRPH $VLDQ

VRFLHWLHV/ VXFK DV .RUHD/ LW LV FRPPRQ IRU D VWXGHQW WR JLYH D JLIW WR D WHDFKHU DW WKH HQG RI WKH

\HDU1 6RPH .RUHDQ VWXGHQWV FRQWLQXH WKLV SUDFWLFH ZKHQ WKH\ DUH VWXGHQWV LQ WKH 8161/ DQG RYHU

WKH \HDUV , KDYH UHFHLYHG D QXPEHU RI JLIWV IURP VWXGHQWV1 0RVW RI WKHVH JLIWV IDOO LQWR WKH

FDWHJRU\ RI WULQNHWV DQG NQLFN0NQDFNV/ DQG , ZRXOG JXHVV WKDW WKH DYHUDJH YDOXH RI WKHVH JLIWV KDV

EHHQ DERXW WZHQW\ GROODUV1 , W\SLFDOO\ DFFHSW WKHVH JLIWV ZKHQ RIIHUHG/ DQG VRPHWLPHV , HYHQ

UHPHPEHU WKH VWXGHQW¶V QDPH1 , GRQ¶W WKLQN WKDW PDQ\ SHRSOH ZRXOG FRQVLGHU P\ DFFHSWDQFH RI

WKHVH JLIWV DIWHU WKH HQG RI D VHPHVWHU DV XQHWKLFDO EHKDYLRU1

, KDYHQ¶W EHHQ IDFHG ZLWK WKH GHFLVLRQ/ EXW ZKDW ZRXOG , GR LI , ZDV RIIHUHG D JLIW RI D

ZRUN RI DUW/ D JLIW ZRUWK '533" $QG ZKDW LI , FRXOG VHOO WKLV JLIW +, ZRXOG ZDLW XQWLO DIWHU WKH

VWXGHQW JUDGXDWHG DQG OHIW WRZQ/ RI FRXUVH,/ DQG SRFNHW WKH '533" :RXOG DFFHSWLQJ WKLV JLIW EH

XQHWKLFDO" :RXOG LW FKDQJH P\ EHKDYLRU" :KDW LI WKH ZRUN RI DUW ZDV ZRUWK '43/333/ EXW WKH

.RUHDQ VWXGHQW OHW PH NQRZ LQ DGYDQFH RI WKH ILQDO H[DP WKDW KH RU VKH RQO\ JDYH JLIWV WR

SURIHVVRUV LQ FODVVHV ZKHUH DQ µ$¶ ZDV UHFHLYHG" :RXOG WKLV DIIHFW P\ GHFLVLRQV RQ ZKDW JUDGH

WR JLYH WKLV VWXGHQW/ HVSHFLDOO\ LI LW WXUQHG RXW WKH VWXGHQW ZDV ULJKW RQ WKH ERUGHUOLQH EHWZHHQ DQ

$ DQG D % ZKHQ , ZDV PDNLQJ XS WKH JUDGH GLVWULEXWLRQ" :KDW LI WKH VWXGHQW GLGQ¶W WHOO PH WKLV

LQ DGYDQFH/ EXW , KDG OHDUQHG IURP H[SHULHQFH WKDW , ZRXOG UHFHLYH PXFK PRUH YDOXDEOH JLIWV

IURP .RUHDQ VWXGHQWV LI WKH\ UHFHLYHG KLJK JUDGHV"

:RXOG LW EH 2. IRU PH WR DFFHSW VLJQLILFDQW JLIWV IURP VWXGHQWV ZKR UHFHLYHG KLJK JUDGHV

LI RWKHU SURIHVVRUV ZHUH GRLQJ VR" ,Q RWKHU ZRUGV/ LI LW ZDV ³VWDQGDUG LQGXVWU\ SUDFWLFH"´

%HFDXVH WKLV DUWLFOH LV DERXW WKH QHZ LVVXHV PDUNHW/ , ZLOO QRW GLVFXVV IXUWKHU WKH HWKLFDO

SUREOHPV DVVRFLDWHG ZLWK SURIHVVRUV ZKR JLYH KLJK JUDGHV WR VWXGHQWV DQG UHFHLYH JLIWV LQ UHWXUQ1

7KLV DUWLFOH ZLOO IRFXV PDLQO\ RQ WKH LQLWLDO SXEOLF RIIHULQJV +,32V, RI HTXLW\ VHFXULWLHV1 , ZLOO

IRFXV RQ HTXLW\ ,32V PDLQO\ EHFDXVH WKLV LV ZKHUH DOPRVW DOO RI WKH FRQWURYHUV\ OLHV1 ,Q

SDUWLFXODU/ WKHUH DUH FRQWURYHUVLHV DVVRFLDWHG ZLWK XQGHUZULWHUV ZKR DOORFDWH KRW ,32V WR KHGJH

IXQGV DQG UHFHLYH FRPPLVVLRQ EXVLQHVV LQ UHWXUQ1 $IWHU SUHVHQWLQJ VRPH VWDWLVWLFV FRQFHUQLQJ

,32V DQG GLVFXVVLQJ FRQWURYHUVLHV/ WKH DUWLFOH HQGV ZLWK VRPH SROLF\ UHFRPPHQGDWLRQV1
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7KH $OORFDWLRQ RI ,32V

,Q 7DEOH 4 DQG )LJXUH 4/ , UHSRUW VRPH VWDWLVWLFV RQ ,32V IURP WKH ODVW 55 \HDUV1

(FRQRPLVWV XVH WKH WHUP ³UHQWV´ WR UHIHU WR FRPSHQVDWLRQ LQ H[FHVV RI QRUPDO FRPSHWLWLYH

OHYHOV1 ,Q WKH 4<;3V/ ZKHQ WKH DYHUDJH ILUVW0GD\ UHWXUQ RQ ,32V ZLWK DQ RIIHU SULFH RI '8133 SHU

VKDUH RU KLJKHU ZDV :(/ UHQW0VHHNLQJ EHKDYLRU E\ EX\HUV ZDV PLQLPDO/ EHFDXVH WKHUH ZHUH IHZ

UHQWV WR FROOHFW1 7KH PHDQ DPRXQW RI PRQH\ OHIW RQ WKH WDEOH ZDV '419 PLOOLRQ/ DQG WKH PHGLDQ

+QRW VKRZQ, ZDV RQO\ '315 PLOOLRQ1

,Q 4<<304<<;/ ZKHQ WKH DYHUDJH DPRXQW RI PRQH\ OHIW RQ WKH WDEOH LQFUHDVHG WR ';

PLOOLRQ/ UHQW0VHHNLQJ EHFDPH PRUH FRPPRQ1 0DQ\ LQYHVWRUV/ ERWK LQGLYLGXDOV DQG LQVWLWXWLRQV/

EHJDQ WR VHHN RXW ,32V1 )UHTXHQWO\ WKH JRDO ZDV QRW WR EH D EX\0DQG0KROG LQYHVWRU/ EXW LQVWHDG WR

PDNH D TXLFN SURILW E\ EX\LQJ DW WKH RIIHU SULFH DQG VHOOLQJ DW D KLJKHU SULFH D VKRUW WLPH ODWHU1

'XULQJ 4<<<05333/ ZKLFK , ZLOO FDOO WKH LQWHUQHW EXEEOH \HDUV/ WKLQJV JRW FRPSOHWHO\ RXW RI KDQG/

ZLWK DQ DYHUDJH RI ':; PLOOLRQ EHLQJ OHIW RQ WKH WDEOH1 ,Q 5334/ WKH DYHUDJH DPRXQW OHIW RQ WKH

WDEOH UHYHUWHG WR '6: PLOOLRQ1
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)LJXUH 4= 7KH DQQXDO QXPEHU RI ,32V +EDU FKDUW, DQG WKH HTXDOO\ ZHLJKWHG DYHUDJH ILUVW0GD\
SHUFHQWDJH UHWXUQ +GLDPRQGV, RQ ,32V IRU 9/57< &5630OLVWHG ,32V IURP 4<;305334 ZLWK DQ RIIHU
SULFH RI DW OHDVW '8133/ DV GHVFULEHG LQ 7DEOH 4 DQG 5LWWHU DQG :HOFK +5335,1
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7DEOH 4

7KH 1XPEHU RI ,32V/ WKH 0HDQ )LUVW0GD\ 5HWXUQ/
DQG WKH $PRXQW RI 0RQH\ /HIW RQ WKH 7DEOH/ 4<;305334

0RQH\ RQ WKH WDEOH/ PLOOLRQV
1RPLQDO 5334 SXUFKDVLQJ SRZHU

<HDU
1XPEHU
RI ,32V

0HDQ
ILUVW0GD\ UHWXUQ 0HDQ $JJUHJDWH 0HDQ $JJUHJDWH

4<;3 :3 4718( '519 '4;4 '81; '73;
4<;4 4<4 81<( '31: '465 '417 '597
4<;5 :: 4417( '41: '466 '615 '578
4<;6 775 4314( '41< ';65 '616 '4/7:<
4<;7 4:5 619( '316 '83 '318 ';9
4<;8 4:< 916( '415 '548 '513 '687
4<;9 6:; 916( '41: '97< '51: '4/363
4<;: 5:4 913( '517 '97< '61; '4/34<
4<;; <: 817( '416 '457 '41< '4;9
4<;< 438 ;14( '515 '566 '615 '669
4<<3 437 431;( '615 '663 '717 '787
4<<4 5:6 4514( '814 '4/6:< '918 '4/:;;
4<<5 6;8 4315( '717 '4/:3; '819 '5/47;
4<<6 7;6 451;( '919 '6/536 ';14 '6/<48
4<<7 6;: <1;( '619 '4/6;9 '716 '4/983
4<<8 765 5418( '4314 '7/675 '441: '8/366
4<<9 954 491:( '4318 '9/866 '441< ':/6;6
4<<: 765 461<( '<1< '7/59: '431; '7/99;
4<<; 59: 5516( '4;19 '7/<:: '5313 '8/685
4<<< 78: :41:( ':;13 '68/95: ';613 '6:/<76
5333 679 8914( '::17 '59/::5 ';313 '5:/9;5
5334 ;3 4713( '6:15 '5/<:6 '6:15 '5/<:6

4<;304<;< 4/<;5 :17( '419 '6/4<; '51: '8/73<

4<<304<<; 6/6;7 471;( ';16 '5;/458 '<19 '65/6<3

4<<<05333 ;36 9813( '::1: '95/6<; ';41: '98/958

5334 ;3 4713( '6:15 '5/<:6 '6:15 '5/<:6

7RWDO 9/57< 4;1;( '4818 '<9/9<7 '4:13 '439/6<:

,32V ZLWK DQ RIIHU SULFH EHORZ '8133 SHU VKDUH/ XQLW RIIHUV/ 5(,7V/ FORVHG0HQG IXQGV/ EDQNV DQG 6)/V/
$'5V/ DQG ,32V QRW OLVWHG RQ &563 KDYH EHHQ H[FOXGHG1 'DWD LV IURP 7KRPVRQ )LQDQFLDO 6HFXULWLHV
'DWD/ ZLWK VXSSOHPHQWV IURP 'HDORJLF DQG FRUUHFWLRQV E\ WKH DXWKRU1 7KH ILUVW0GD\ UHWXUQ LV GHILQHG DV
WKH SHUFHQWDJH FKDQJH IURP WKH RIIHU SULFH WR WKH FORVLQJ SULFH1 0RQH\ RQ WKH WDEOH LV GHILQHG DV WKH ILUVW0
GD\ SULFH FKDQJH +RIIHU SULFH WR FORVH, WLPHV WKH QXPEHU RI VKDUHV LVVXHG +JOREDO RIIHULQJ DPRXQW/
H[FOXGLQJ RYHUDOORWPHQW RSWLRQV,1 )URP 4<;3 WR 5334/ WKH SULFH OHYHO +&3,, LQFUHDVHG E\ 458(1 7KH
DPRXQW RI PRQH\ OHIW RQ WKH WDEOH LQ 4<;3 FDQ EH FRQYHUWHG LQWR GROODUV RI 5334 SXUFKDVLQJ SRZHU E\
PXOWLSO\LQJ E\ 51581
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)LQDQFLDO HFRQRPLVWV ILQG WKH ZLOOLQJQHVV RI LVVXLQJ ILUPV WR OHDYH VR PXFK PRQH\ RQ WKH

WDEOH SHUSOH[LQJ1 ,Q 7DEOH 5/ , SUHVHQW D QXPHULFDO H[DPSOH GHPRQVWUDWLQJ KRZ XQGHUSULFLQJ

ORZHUV WKH ZHDOWK RI SUH0LVVXH VKDUHKROGHUV1 ,Q WKLV H[DPSOH/ WKH ILUP UDLVHV ':; PLOOLRQ HLWKHU

E\ VHOOLQJ :1; PLOOLRQ VKDUHV DW '43133 SHU VKDUH +VWUDWHJ\ 4, RU E\ VHOOLQJ 913 PLOOLRQ VKDUHV DW

'46133 SHU VKDUH +VWUDWHJ\ 5,1 :LWK WKH ILUVW VWUDWHJ\/ '4819 PLOOLRQ LV OHIW RQ WKH WDEOH1 'LYLGLQJ

WKH '4819 PLOOLRQ OHIW RQ WKH WDEOH E\ WKH 4819 PLOOLRQ SUH0LVVXH VKDUHV RXWVWDQGLQJ LV H[DFWO\

'4133 SHU VKDUH1 ,Q RWKHU ZRUGV/ WKHUH LV D GLUHFW UHODWLRQ EHWZHHQ WKH PRQH\ OHIW RQ WKH WDEOH DQG

WKH GLOXWLRQ SHU VKDUH FDXVHG E\ VHOOLQJ D ODUJHU QXPEHU RI VKDUHV WR UDLVH WKH VDPH SURFHHGV1

7DEOH 5

7KH (IIHFW RI 8QGHUSULFLQJ RQ WKH :HDOWK DQG 2ZQHUVKLS RI 3UH0LVVXH 6KDUHKROGHUV

$VVXPSWLRQV=

3UH0LVVXH VKDUHV RXWVWDQGLQJ= 4819 PLOOLRQ VKDUHV

*URVV SURFHHGV RI ,32= ':; PLOOLRQ

3RVW0LVVXH PDUNHW FDS= '5;31; PLOOLRQ

& RI VKDUHV VROG E\ SUH0LVVXH VKDUHKROGHUV= ]HUR

6WUDWHJ\ 4 6WUDWHJ\ 5

2IIHU SULFH DQG QXPEHU RI VKDUHV RIIHUHG= :1; P VKDUHV DW '43133 913 P VKDUHV DW '46133

3RVW0LVVXH VKDUHV RXWVWDQGLQJ= 5617 PLOOLRQ 5419 PLOOLRQ

0DUNHW SULFH SHU VKDUH= '45133 '46133

0RQH\ OHIW RQ WKH WDEOH= '4819 PLOOLRQ ]HUR

3RVW0LVVXH ZHDOWK RI SUH0LVVXH VKDUHKROGHUV= '4;:15 PLOOLRQ '5351; PLOOLRQ

( RI ILUP RZQHG E\ SUH0LVVXH VKDUHKROGHUV= 991:( :515(

'XULQJ WKH LQWHUQHW EXEEOH/ ZDUQLQJV DERXW WKH YDOXDWLRQV RI 707 +WHFKQRORJ\/ PHGLD/

DQG WHOHFRPPXQLFDWLRQV, FRPSDQLHV ZHUH IDU IURP XQKHDUG RI1 7KH IRXQGHU RI 5HG +HUULQJ/

$QWKRQ\ 3HUNLQV/ FR0DXWKRUHG D ERRN SXEOLVKHG LQ 4<<< FDOOHG 7KH ,QWHUQHW %XEEOH1 7KRVH

VHHNLQJ WR MXVWLI\ WKH YDOXDWLRQV WDONHG DERXW JURZWK RSWLRQV DQG WKH LQFUHDVHG UDWH RI



:

WHFKQRORJLFDO FKDQJH1 %XW/ DV HPSKDVL]HG LQ :DUUHQ %XIIHW¶V IDPRXV 1RYHPEHU 55/ 4<<<

)RUWXQH PDJD]LQH DUWLFOH DQG -HUHP\ 6LHJHO¶V 0DUFK 47/ 5333 :DOO 6WUHHW -RXUQDO DUWLFOH/

WHFKQRORJLFDO FKDQJH KLVWRULFDOO\ KDV EHQHILWHG FRQVXPHUV/ QRW WKH RZQHUV RI FDSLWDO1

'XULQJ WKH LQWHUQHW EXEEOH/ PDQ\ VWRULHV ZHUH UHSHDWHG DERXW ZK\ VHYHUH XQGHUSULFLQJ

ZDV LQ WKH EHVW LQWHUHVWV RI LVVXLQJ ILUPV10DQ\ LVVXHUV EHOLHYHG WKHVH VWRULHV1 'X&KDUPH/

5DMJRSDO/ DQG 6HIFLN +5334, SURYLGH D OLVW/ LQFOXGLQJ=

4, ,W LV LPSRUWDQW WR JLYH D JRRG UXQXS WR LQVWLWXWLRQDO LQYHVWRUV1 7KLV FUHDWHV JRRGZLOO VR

WKDW ODWHU RQ/ LI WKHUH LV D GLVDSSRLQWLQJ HDUQLQJV DQQRXQFHPHQW RU VRPHWKLQJ/ WKH\ ZLOO VWD\ ZLWK

\RX1 , DP XQDZDUH RI DQ\ HPSLULFDO HYLGHQFH VXSSRUWLQJ WKLV DVVHUWLRQ

5, 7KH ,32 LV D PDUNHWLQJ HYHQW UDWKHU WKDQ D FDSLWDO UDLVLQJ HYHQW1 7KLV RQO\ PDNHV

VHQVH LI WKH PDUNHW ZLOO VWLOO EH UHFHSWLYH ZKHQ LW LV WLPH WR GR D IROORZ0RQ RIIHU EHFDXVH WKH ILUP

LV UXQQLQJ RXW RI FDVK14 $QG/ PRUH REYLRXVO\/ XQGHUSULFLQJ LV DQ H[WUHPHO\ H[SHQVLYH ZD\ RI

DGYHUWLVLQJ1 7KH 'HFHPEHU 4<<< ,32 RI 9$ /LQX[ OHIW RYHU '4 ELOOLRQ RQ WKH WDEOH1 7KH

FRPSDQ\ FRXOG KDYH ERXJKW HYHU\ DGYHUWLVHPHQW RQ HYHU\ WHOHYLVHG FROOHJH DQG SURIHVVLRQDO

IRRWEDOO JDPH LQ 5333 ZLWK WKH PRQH\ WKDW LW OHIW RQ WKH WDEOH1

0DQ\ LQYHVWPHQW EDQNHUV UHSHDWHG WKHVH VWRULHV1 2QH LQYHVWPHQW EDQNHU VDLG ³0\ PDLQ

MRE LV WR FRQ LVVXLQJ ILUPV LQWR EHOLHYLQJ WKDW XQGHUSULFLQJ LV LQ WKHLU LQWHUHVW1´ 1RW DOO

LQYHVWPHQW EDQNHUV ZHUH DV F\QLFDO/ KRZHYHU1 $IWHU DOO/ WKH EHVW FRQ PHQ DUH WKRVH WKDW EHOLHYH

WKH FRQ1

<HW DQRWKHU DUJXPHQW IRU ZK\ PDQ\ LQWHUQHW ,32V ZHUH VHYHUHO\ XQGHUSULFHG LV WKDW

XQGHUZULWHUV ZHUHQ¶W ZLOOLQJ WR SXW KLJK YDOXDWLRQV RQ VRPH \RXQJ FRPSDQLHV EHFDXVH WKH\

WKRXJKW WKDW WKH PDUNHW ZDV ZLOOLQJ WR RYHUSD\1 7KLV WHPSRUDU\ H[XEHUDQFH ZRXOG HYHQWXDOO\

YDQLVK/ DQG WKH SULFH ZRXOG WKHQ IDOO IURP ZKDW WKH PDUNHW ZDV ZLOOLQJ WR ELG WKH SULFH XS WR1 7R

DYRLG WKH SRVVLEOH HPEDUUDVVPHQW DQG ODZVXLWV WKDW PLJKW IROORZ LI WKH RIIHU ZDV SULFHG WR WDNH

IXOO DGYDQWDJH RI WKLV WHPSRUDU\ H[XEHUDQFH/ XQGHUZULWHUV VHW D ORZHU RIIHU SULFH1 /RXJKUDQ DQG

5LWWHU +5335, FDOO WKLV WKH OHDQLQJ DJDLQVW WKH ZLQG WKHRU\1 :KHQ RQH ORRNV DW WKH YDOXDWLRQV

SODFHG RQ 707 FRPSDQLHV LQ ODWH 4<<< DQG HDUO\ 5333/ RQH FDQQRW KHOS EXW KDYH V\PSDWK\ IRU

WKLV OLQH RI UHDVRQLQJ1

4 3UDFWLWLRQHUV RIWHQ WDON DERXW WKH HTXLW\0UDLVLQJ ZLQGRZ EHLQJ VKXW1 2QH LQWHUSUHWDWLRQ RI WKLV LV WKDW ZKHQ
YDOXDWLRQV GHFOLQH/ KLJK0TXDOLW\ ILUPV GR QRW DWWHPSW WR LVVXH HTXLW\/ DQG D FODVVLF OHPRQV SUREOHP UHVXOWV1
,QYHVWRUV/ DZDUH WKDW KLJK0TXDOLW\ ILUPV DUH QRW DWWHPSWLQJ WR UDLVH SXEOLF HTXLW\ FDSLWDO/ UDWLRQDOO\ DUH QRW ZLOOLQJ WR
EX\ DW D ORZHU RIIHU SULFH1 $V D UHVXOW/ ILUPV DUH XQDEOH WR VHOO HTXLW\ DW DQ\ SULFH1



;

:KDW XQGHUFXWV WKLV DUJXPHQW IRU VHYHUH XQGHUSULFLQJ LV WKH EXOOLVK IRUHFDVWV RI WKH

XQGHUZULWHUV¶ DQDO\VWV DV VRRQ DV WKH TXLHW SHULRG HQGHG1 ,I DQ XQGHUZULWHU UHFRPPHQGV '69 D

VKDUH IRU WKH RIIHU SULFH ZKHQ WKH VWRFN LV OLNHO\ WR VWDUW WUDGLQJ DW RYHU ';3/ ZK\ GRHV WKH

XQGHUZULWHU¶V DQDO\VW WKHQ JLYH D EX\ UHFRPPHQGDWLRQ 58 GD\V ODWHU ZKHQ WKH VWRFN LV DW '<3"

/HW PH JLYH RQH H[DPSOH= 2Q -XO\ 5;/ 5333/ DQ LQWHUQHW LQIUDVWUXFWXUH FRPSDQ\ FDOOHG &RUYLV

ZHQW SXEOLF DW '691 $W LWV RIIHU SULFH/ &RUYLV ZDV YDOXHG DW '43 ELOOLRQ1 :KDW PDGH WKLV

QRWHZRUWK\ LV WKDW &RUYLV ZDV D \RXQJ FRPSDQ\ WKDW KDG QHYHU ERRNHG D GROODU RI UHYHQXH1 $W

WKH HQG RI WKH ILUVW GD\ RI WUDGLQJ/ LW FORVHG DW RYHU ';7 SHU VKDUH ZLWK D PDUNHW FDS RI '5;

ELOOLRQ1 :KHQ WKH TXLHW SHULRG HQGHG 58 GD\V ODWHU/ WKH VKDUH SULFH ZDV DW '<3/ DQG WKH PDUNHW

FDS ZDV '63 ELOOLRQ1 6R ZKDW UHFRPPHQGDWLRQV GLG WKH XQGHUZULWHUV¶ DQDO\VWV JLYH" 'LG WKH\

VD\ WKDW LW ZDV DQ H[FLWLQJ VWDUW0XS FRPSDQ\ ZLWK D JUHDW IXWXUH/ EXW WKDW D '63 ELOOLRQ YDOXDWLRQ

FRXOG RQO\ EH MXVWLILHG E\ H[FHHGLQJO\ RSWLPLVWLF DVVXPSWLRQV" 1R1 ,QVWHDG/ WKH OHDG

XQGHUZULWHU/ &UHGLW 6XLVVH )LUVW %RVWRQ/ SXW RXW D ³VWURQJ EX\´ UHFRPPHQGDWLRQ1 7KH RWKHU ILYH

FR0PDQDJHUV DOO SXW RXW ³EX\´ UHFRPPHQGDWLRQV1 ,Q -DQXDU\ 5335/ WKH FRPSDQ\ KDV D PDUNHW

FDS RI '4 ELOOLRQ1

, WKLQN WKDW DQ XQGHUDSSUHFLDWHG UHDVRQ IRU WKH VHYHUH XQGHUSULFLQJ RI LQWHUQHW ,32V LV

LVVXHU VWXSLGLW\ DQG WKRXJKW FRQWDJLRQ1 2QFH VHYHUH XQGHUSULFLQJ EHFDPH FRPPRQSODFH/ RWKHU

LVVXHUV DFFHSWHG LW DV QRUPDO1 7KH LVVXHU VWXSLGLW\ VWRU\ KDV FRUURERUDWLQJ HYLGHQFH= 0RVW RI WKH

LQVLGHUV LQ 707 FRPSDQLHV KHOG RQ WR PRVW RI WKHLU VKDUHV XQWLO DIWHU WKH EXEEOH FRPSOHWHO\

EXUVW1 7KH\ GLG D PLVHUDEOH MRE RI VHOOLQJ WKHLU SHUVRQDO VKDUHV QHDU WKH SHDN1 7KHUH LV D VWRU\ LQ

WKH GRJ WKDW GLGQ¶W EDUN= , KDYH UHDG QR VWRULHV LQ WKH ILQDQFLDO SUHVV DERXW WKH IRXQGHUV RI

GHIXQFW LQWHUQHW FRPSDQLHV ZKR SRFNHWHG KXQGUHGV RI PLOOLRQV E\ VHOOLQJ DOPRVW DOO RI WKHLU

VKDUHV QHDU WKH SHDN RI WKH EXEEOH1

8QGHUZULWHUV/ DV LQWHUPHGLDULHV/ QHHG WR EDODQFH WKH LQWHUHVWV RI WKH VHOO VLGH +LVVXHUV, DQG

WKH EX\ VLGH +LQYHVWRUV,1 ,QYHVWPHQW EDQNHUV DGYLVH WKH LVVXHU RQ SULFLQJ WKH LVVXH/ ERWK DW WKH

WLPH RI LVVXLQJ D SUHOLPLQDU\ SURVSHFWXV WKDW LQFOXGHV D ILOH SULFH UDQJH/ DQG DW WKH SULFLQJ

PHHWLQJ ZKHUH WKH ILQDO RIIHU SULFH LV VHW1 ,I XQGHUZULWHUV UHFHLYH FRPSHQVDWLRQ IURP ERWK WKH

LVVXHU +WKH JURVV VSUHDG/ RU XQGHUZULWLQJ GLVFRXQW/ W\SLFDOO\ :( RI WKH SURFHHGV IRU PRGHUDWH0VL]H

,32V, DQG LQYHVWRUV +WKURXJK TXLG SUR TXRV LQ UHWXUQ IRU OHDYLQJ PRQH\ RQ WKH WDEOH,/ WKH

XQGHUZULWHU KDV DQ LQFHQWLYH WR UHFRPPHQG D ORZHU RIIHU SULFH WKDQ LI WKH FRPSHQVDWLRQ ZDV
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PHUHO\ WKH JURVV VSUHDG1 -XVW OLNH D SURIHVVRU ZRXOG EH PRUH LQFOLQHG WR JLYH DQ ³$´ JUDGH WR D

VWXGHQW ZKR RIIHUHG D '43/333 JLIW LQ UHWXUQ1

6R LW LV HDV\ WR XQGHUVWDQG ZK\ XQGHUZULWHUV ZRXOG OLNH WR OHDYH PRQH\ RQ WKH WDEOH1 %XW

ZK\ DUH LVVXHUV ZLOOLQJ WR SXW XS ZLWK LW"

,Q D 5335 5HYLHZ RI )LQDQFLDO 6WXGLHV DUWLFOH/ 7LP /RXJKUDQ DQG , GHYHORS DQ

H[SODQDWLRQ EDVHG XSRQ SURVSHFW WKHRU\/ D PRGHO RI EHKDYLRU WKDW ZDV GHYHORSHG E\ WZR

FRJQLWLYH SV\FKRORJLVWV/ 'DQLHO .DKQHPDQ DQG WKH ODWH $PRV 7YHUVN\/ LQ D 4<:< (FRQRPHWULFD

DUWLFOH1 3URVSHFW WKHRU\/ XQOLNH YRQ 1HXPDQQ00RUJHQVWHUQ H[SHFWHG XWLOLW\ WKHRU\/ LV QRW D

QRUPDWLYH WKHRU\ DERXW KRZ SHRSOH VKRXOG EHKDYH1 ,QVWHDG/ LW LV GHVFULSWLYH PRGHO RI KRZ

SHRSOH GR EHKDYH1 ,W DVVXPHV WKDW SHRSOH IRFXV RQ FKDQJHV LQ ZHDOWK/ UDWKHU WKDQ WKH OHYHO RI

ZHDOWK1 )XUWKHUPRUH/ LW DOORZV IRU PHQWDO DFFRXQWLQJ/ VXFK DV ZKHWKHU SHRSOH FDOFXODWH D JDLQ RU

ORVV RQ WZR UHODWHG HYHQWV E\ FDOFXODWLQJ WKH WRWDO JDLQ/ RU FDOFXODWLQJ WZR VHSDUDWH JDLQV1 ,I WZR

JRRG WKLQJV KDSSHQ/ SHRSOH ZLOO ZDQW WR WUHDW WKHP VHSDUDWHO\1 7KLV LV ZK\/ IRU H[DPSOH/ SDUHQWV

JLYH PXOWLSOH SUHVHQWV WR WKHLU FKLOGUHQ LQ VHSDUDWH ER[HV/ UDWKHU WKDQ SXWWLQJ WKHP LQ WKH VDPH

ER[1

,I D JDLQ DQG D ORVV RFFXU/ D SHUVRQ ZLOO IHHO JRRG DERXW RQH DQG EDG DERXW WKH RWKHU1 %XW

LI LQVWHDG RI VHJUHJDWLQJ WKH WZR HYHQWV/ WKH SHUVRQ LQWHJUDWHV WKHP DQG IRFXVHV RQ MXVW WKH QHW

JDLQ RU ORVV/ WKH SHUVRQ PD\ IHHO EHWWHU1 ,I WKH QHW JDLQ LV SRVLWLYH/ WKHQ IRFXVLQJ RQ WKH QHW JDLQ

PHDQV WKDW MXVW RQH JRRG WKLQJ RFFXUUHG/ DQG KDSSLQHVV UHVXOWV1 ,I WKHUH LV D QHW ORVV/ IHHOLQJ EDG

RQFH LV ZRUVH WKDQ VHJUHJDWLQJ WKH WZR HYHQWV DQG IHHOLQJ JRRG RQFH DQG EDG RQFH1 6R LI WKH QHW

JDLQ LV SRVLWLYH/ WKH SHUVRQ ZLOO LQWHJUDWH WKH WZR HYHQWV1 ,I D QHW ORVV UHVXOWV/ WKH SHUVRQ PD\

ZDQW WR VHJUHJDWH WKH WZR HYHQWV1

,Q WKH 7DEOH 5 H[DPSOH/ OHW¶V DVVXPH WKDW WKH SUH0LVVXH VKDUHKROGHUV RZQHG 4819 PLOOLRQ

VKDUHV/ DQG DW WKH VWDUW RI WKH SURFHVV RI JRLQJ SXEOLF/ WKH ILOH SULFH UDQJH ZDV VHW DW ':1330<133

SHU VKDUH/ ZLWK D PLGSRLQW RI ';1331 8VLQJ WKLV PLGSRLQW/ WKLV JLYHV DQ H[SHFWHG ZHDOWK RI

'4571; PLOOLRQ IRU WKH SUH0LVVXH VKDUHKROGHUV1 ,Q WKH FRQWH[W RI ,32V/ 7LP /RXJKUDQ DQG , DUJXH

WKDW LVVXHUV FDOFXODWH ZHDOWK JDLQV DQG ORVVHV UHODWLYH WR WKLV YDOXDWLRQ1 ,I/ DW WKH HQG RI WKH ILUVW

GD\ RI WUDGLQJ/ WKH SULFH LV DW '45133 SHU VKDUH/ WKH\ KDYH JDLQHG '9517 PLOOLRQ LQ D VKRUW SHULRG

RI WLPH/ DQG WKH\ DUH KDSS\1 %XW LI WKH ,32 ZDV SULFHG DW '43133/ DQG :1; PLOOLRQ VKDUHV ZHUH

VROG/ '4819 PLOOLRQ ZDV OHIW RQ WKH WDEOH1 ,Q RWKHU ZRUGV/ LI WKH ,32 KDG EHHQ SULFHG KLJKHU/ WKH

ZHDOWK JDLQ FRXOG KDYH EHHQ ':; PLOOLRQ1
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,VVXHUV KDYH D FKRLFH1 7KH\ FRXOG IHHO JRRG DERXW WKH ':; PLOOLRQ WKDW WKH\ VKRXOG KDYH

JDLQHG/ DQG EDG DERXW WKH '4819 PLOOLRQ WKDW ZDV OHIW RQ WKH WDEOH1 2U WKH\ FRXOG LQWHJUDWH WKH

WZR QXPEHUV DQG IRFXV RQ WKH QHW JDLQ RI '9517 PLOOLRQ/ DQG IHHO KDSS\1 ,Q IDFW/ LVVXHUV

LQYDULDEOH IRFXV RQ WKH QHW JDLQ LI WKH SULFH MXPSV XS/ DQG GR QRW FRPSODLQ DERXW OHDYLQJ PRQH\

RQ WKH WDEOH1

%XW ZKDW LI WKH RULJLQDO ILOH SULFH UDQJH KDG EHHQ '45133047133/ DQG WKH SUH0LVVXHU

VKDUHKROGHUV KDG DQFKRUHG RQ DQ H[SHFWHG ZHDOWK RI '46133 WLPHV 4819 PLOOLRQ VKDUHV/ RU '5351;

PLOOLRQ" 7KHQ/ LI WKH RIIHU SULFH ZDV VHW DW '43133 DQG '4819 PLOOLRQ ZDV OHIW RQ WKH WDEOH/ WKH\

ZRXOG QRW EH VR FRPSODFHQW1 +HUH/ WKHUH LV QR QHW JDLQ WR IRFXV RQ1 ,I WKH\ KDG DQFKRUHG RQ D

PLGSRLQW RI '46133 SHU VKDUH DQG WKH XQGHUZULWHU UHFRPPHQGHG DQ RIIHU SULFH RI RQO\ '43133/

WKH\ ZRXOG KDYH QRW EHHQ KDSS\1 $OWHUQDWLYHO\ VWDWHG/ WKH\ ZRXOG KDYH EDUJDLQHG KDUG IRU D

KLJKHU RIIHU SULFH1 ,Q FRQWUDVW/ LI WKH\ KDG DQFKRUHG RQ D PLGSRLQW RI ';133 SHU VKDUH DQG WKH

XQGHUZULWHU WKHQ UHFRPPHQGHG D '43133 RIIHU SULFH/ WKH\ ZRXOG QRW EDUJDLQ KDUG IRU D KLJKHU

RIIHU SULFH1

,Q RXU 5)6 DUWLFOH/ ZH DUJXH WKDW XQGHUZULWHUV WDNH DGYDQWDJH RI WKH GLIIHUHQFH LQ LVVXHU

SV\FKRORJ\ LQ GLIIHUHQW VWDWHV RI WKH ZRUOG1 ,I WKHUH LV VWURQJ GHPDQG IRU WKH ,32/ WKH

XQGHUZULWHU WDNHV DGYDQWDJH RI WKH ODFN RI EDUJDLQLQJ HIIRUW E\ WKH LVVXHU DQG OHDYHV D ORW RI

PRQH\ RQ WKH WDEOH1 ,I WKHUH LV ZHDN GHPDQG/ YHU\ OLWWOH PRQH\ LV OHIW RQ WKH WDEOH1 ,Q SUDFWLFH/

WKLV LV H[DFWO\ WKH HPSLULFDO SDWWHUQ WKDW LV REVHUYHG1 0RVW ,32V OHDYH YHU\ OLWWOH PRQH\ RQ WKH

WDEOH1 %XW D PLQRULW\ RI ,32V/ ZKHUH WKHUH LV VWURQJ GHPDQG GXULQJ WKH ERRNEXLOGLQJ SHULRG/

OHDYH D ORW RI PRQH\ RQ WKH WDEOH1 ,Q D IROORZ0XS DUWLFOH/ 7LP /RXJKUDQ DQG , GRFXPHQW WKDW

GXULQJ WKH LQWHUQHW EXEEOH SHULRG/ WKH IUHTXHQF\ RI WKH VWURQJ GHPDQG VFHQDULRV ZDV PXFK PRUH

FRPPRQ GXULQJ WKH LQWHUQHW EXEEOH SHULRG WKDQ LQ SUHYLRXV \HDUV1 8QGHUZULWHUV WRRN DGYDQWDJH

RI WKHVH IRUWXLWRXV FLUFXPVWDQFHV WR VHYHUHO\ XQGHUSULFH PDQ\ ,32V1

(YHQ EHIRUH WKH LQWHUQHW EXEEOH GHYHORSHG/ WKH DOORFDWLRQ RI ,32V ZDV VRPHWLPHV

XQVDYRU\1 ,Q WKHLU SLWFKHV WR LVVXHUV/ XQGHUZULWHUV IUHTXHQWO\ GLVFXVV WKHLU GLVWULEXWLRQ VWUDWHJ\1

7KH\ LQYDULDEO\ WDON DERXW WKH LQVWLWXWLRQDO LQYHVWRUV ZKR DUH OLNHO\ EX\0DQG0KROG LQYHVWRUV WKDW

WKH\ ZLOO DSSURDFK1 )RU H[DPSOH/ D KHDOWKFDUH FRPSDQ\ JRLQJ SXEOLF KDV DV D QDWXUDO EX\0VLGH

FOLHQWHOH PXWXDO IXQGV WKDW DOUHDG\ KROG RWKHU KHDOWKFDUH FRPSDQLHV1 %XW , DP XQDZDUH RI

XQGHUZULWHUV WHOOLQJ LVVXHUV WKDW PDQ\ RI WKH VKDUHV ZLOO EH DOORFDWHG WR KHGJH IXQGV WKDW JHQHUDWH

D ORW RI FRPPLVVLRQ EXVLQHVV/ RU WR YHQWXUH FDSLWDOLVWV RU H[HFXWLYHV RI ILUPV WKDW PLJKW EH LQ D
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SRVLWLRQ WR GLUHFW D IXWXUH LVVXHU WR WKH LQYHVWPHQW EDQNLQJ ILUP1 7KH:DOO 6WUHHW -RXUQDO

+6LFRQROIL/ 4<<:, FDOOHG DWWHQWLRQ WR WKH SUDFWLFH RI ³VSLQQLQJ/´ ZKHUH KRW ,32 VKDUHV DUH JLYHQ WR

WKH DFFRXQWV RI WKH JHQHUDO SDUWQHUV RI YHQWXUH FDSLWDO ILUPV DQG H[HFXWLYHV RI FRPSDQLHV WR

LQIOXHQFH WKHLU GHFLVLRQV DERXW ZKDW XQGHUZULWHU WR FKRRVH1 )UDQN 4XDWWURQH/ ILUVW DW 0RUJDQ

6WDQOH\/ WKHQ DW 'HXWVFKHEDQN/ DQG WKHQ DW &UHGLW 6XLVVH )LUVW %RVWRQ/ LV DOOHJHG WR KDYH EHHQ WKH

PDVWHU DW VSLQQLQJ1 6R0FDOOHG ³)ULHQGV RI )UDQN´ DFFRXQWV DUH DOOHJHG WR KDYH EHHQ VHW XS IRU

WKRVH LQ D SRVLWLRQ RI LQIOXHQFH1 7KHVH DUH FRQWURYHUVLDO EHFDXVH WKH\ DSSHDU WR EH LQ YLRODWLRQ RI

WKH OHJDO 'RFWULQH RI &RUSRUDWH 2SSRUWXQLW\1 7KDW LV/ DQ HPSOR\HH RI D YHQWXUH FDSLWDO ILUP RU

FRUSRUDWLRQ LV JHWWLQJ VLGH0SD\PHQWV RQO\ EHFDXVH RI WKHLU SRZHU WR GHFLGH KRZ FRUSRUDWH

UHVRXUFHV DUH XVHG1 $IWHU WKH:6- SXEOLFL]HG WKH SUDFWLFH LQ 4<<:/ WKH 81 61 6HFXULWLHV DQG

([FKDQJH &RPPLVVLRQ +6(&, ODXQFKHG DQ LQYHVWLJDWLRQ1 7KH 6(& WRRN QR DFWLRQ DIWHU WKH

SUDFWLFH GHFUHDVHG IRU D ZKLOH1 %XW DV VRRQ DV WKH KHDW ZDV RII/ WKH SUDFWLFH DSSDUHQWO\ EHFDPH

HYHQ PRUH HJUHJLRXV GXULQJ 4<<<05333 WKDQ LW KDG EHHQ SULRU WR WKHQ1

7KH XQVDYRU\ SUDFWLFHV WKDW EHFDPH SUHYDOHQW LQ 4<<< DQG 5333 LQ WKH DOORFDWLRQ RI ,32V

KDG PDQ\ FRQVHTXHQFHV1 /HW PH QDPH RQH1 ,QVWLWXWLRQDO LQYHVWRUV KDYH VHYHUDO FKRLFHV RYHU

KRZ D WUDGH LV H[HFXWHG1 2QH RSWLRQ LV WR SODFH DQ RUGHU ZLWK WKH WUDGLQJ GHVN DW D WUDGLWLRQDO

EURNHU0GHDOHU1 $QRWKHU RSWLRQ LV WR SODFH DQ RUGHU ZLWK DQ (OHFWURQLF &RPPXQLFDWLRQ 1HWZRUN

+(&1,1 'XULQJ WKH EXEEOH SHULRG/ (&1V ZHUH SXW DW D FRPSHWLWLYH GLVDGYDQWDJH1 ,I DQ

LQVWLWXWLRQDO LQYHVWRU KDG D FKRLFH RI SD\LQJ 6 FHQWV D VKDUH WR WUDGH ZLWK DQ (&1 RU 8 FHQWV SHU

VKDUH WR WUDGH ZLWK DQ LQYHVWPHQW EDQNLQJ ILUP WKDW KDG ,32 VKDUHV WR DOORFDWH/ PDQ\ LQVWLWXWLRQDO

LQYHVWRUV UDWLRQDOO\ GHFLGHG WR SD\ WKH KLJKHU FRPPLVVLRQ UDWH1 (&1V ZHUH GLUHFWO\ KDUPHG E\

WKHLU LQDELOLW\ WR UHZDUG FOLHQWV E\ DOORFDWLQJ KRW ,32V LQ UHWXUQ IRU WUDGLQJ EXVLQHVV1

:KHUH +DYH WKH 1$6' DQG 6(& %HHQ"

6(& UHJXODWLRQV UHTXLUH WKDW WKH SURVSHFWXV GLVFORVH XQGHUZULWHU FRPSHQVDWLRQ1 $V RI WKH

EHJLQQLQJ RI 5335/ XQGHUZULWHU FRPSHQVDWLRQ WKDW KDV EHHQ UHSRUWHG KDV EHHQ UHVWULFWHG WR WKH

GLUHFW FRPSHQVDWLRQ +WKH JURVV VSUHDG/ SOXV D QRQDFFRXQWDEOH H[SHQVH DOORZDQFH RU ZDUUDQWV WR

SXUFKDVH VWRFN WKDW DUH VRPHWLPHV SUHVHQW IRU VPDOOHU ,32V,1 8QGHUZULWHUV UHDGLO\ DFNQRZOHGJH/

KRZHYHU/ WKDW LQ WKH 4<<3V ,32V ZHUH EHLQJ DOORFDWHG WR LQYHVWRUV SDUWO\/ DQG VRPHWLPHV PDLQO\/
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RQ WKH EDVLV RI SDVW DQG IXWXUH FRPPLVVLRQ EXVLQHVV RQ RWKHU WUDGHV1 7KH H[WHQW RI WKH SURILWV

IURP WKLV FRPPLVVLRQ EXVLQHVV GHSHQG XSRQ WKH DPRXQW RI PRQH\ WKDW LV EHLQJ OHIW RQ WKH WDEOH1

$V DQ H[DPSOH/ &UHGLW 6XLVVH )LUVW %RVWRQ +&6)%, LV DOOHJHG WR KDYH UHFHLYHG IURP VRPH

LQYHVWRUV FRPPLVVLRQ EXVLQHVV HTXDO WR KDOI RU PRUH RI WKH SURILWV JHQHUDWHG RQ FHUWDLQ KRW ,32V/

VXFK DV WKH 'HFHPEHU </ 4<<< ,32 RI 9$ /LQX[15 7KH 9$ /LQX[ ,32 LQYROYHG 8139 PLOOLRQ

VKDUHV LQFOXGLQJ WKH RYHUDOORWPHQW RSWLRQ/ DQG ZDV SULFHG DW '63 SHU VKDUH/ ZLWK D :( JURVV

VSUHDG HTXDO WR '5143 SHU VKDUH1 )RU DQ LQYHVWRU ZKR ZDV DOORFDWHG VKDUHV DW '63/ DQG ZKR WKHQ

VROG DW WKH FORVLQJ PDUNHW SULFH RI '56<158/ WKH FDSLWDO JDLQV ZRXOG KDYH DPRXQWHG WR '53<158

SHU VKDUH1 ,I WKH LQYHVWRU WKHQ WUDGHG VKDUHV WR JHQHUDWH FRPPLVVLRQV HTXDO WR KDOI RI WKLV SURILW/

WKH WRWDO XQGHUZULWHU FRPSHQVDWLRQ ZDV '5143 SOXV '4371958/ RU '4391:58 SHU VKDUH1 +1RWH WKDW

WKLV LV QRW DOO SURILW IRU &6)%/ VLQFH WKHUH DUH FRVWV LQYROYHG LQ ERWK GRLQJ WKH ,32 DQG WUDGLQJ

VKDUHV1, 7KH SURVSHFWXV GRHV QRW PHQWLRQ DQ\WKLQJ DERXW WKH UHYHQXH IURP WKH FRPPLVVLRQ

EXVLQHVV1 7KH 1DWLRQDO $VVRFLDWLRQ RI 6HFXULWLHV 'HDOHUV +1$6', KDV UHJXODWLRQV UHJDUGLQJ

³IDLU´ FRPSHQVDWLRQ IRU XQGHUZULWLQJ ,32V1 :KLOH WKHUH DUH QR H[SOLFLW OLPLWV/ LQ JHQHUDO

FRPSHQVDWLRQ H[FHHGLQJ 43( RI WKH JURVV SURFHHGV ZRXOG KDYH EHHQ YLHZHG ZLWK VXVSLFLRQ1

8QGHUZULWHU FRPSHQVDWLRQ LQFOXGHV ERWK GLUHFW DQG LQGLUHFW FRPSHQVDWLRQ1 %\ LQGLUHFW

FRPSHQVDWLRQ/ , PHDQ WKH UHYHQXH JHQHUDWHG E\ UHQW0VHHNLQJ EX\0VLGH FOLHQWV1 %XW WR GDWH/

QHLWKHU WKH 1$6' QRU WKH 6(& KDYH UHTXLUHG WKH GLVFORVXUH RI LQGLUHFW FRPSHQVDWLRQ1 , WKLQN

WKDW LI LVVXHUV VDZ WKLV H[SOLFLWO\/ WKH\ ZRXOG EH OHVV FRPSODFHQW DERXW OHDYLQJ D ORW RI PRQH\ RQ

WKH WDEOH1 7KHUH LV PXFK HYLGHQFH WKDW SHRSOH GRQ¶W YLHZ RSSRUWXQLW\ FRVWV DV HTXLYDOHQW WR

GLUHFW FRVWV1 ,I SDUW RI WKH PRQH\ OHIW RQ WKH WDEOH ZDV UHODEHOHG DV D GLUHFW FRVW/ EHKDYLRU ZRXOG

FKDQJH1 , GRQ¶W WKLQN WKDW WKH JRYHUQPHQW VKRXOG QHFHVVDULO\ GLFWDWH KRZ ,32V DUH DOORFDWHG/ MXVW

DV , GRQ¶W WKLQN WKDW DQDO\VWV VKRXOG EH IRUFHG WR LVVXH D ³VHOO´ HYHU\ WLPH WKH\ LVVXH D ³EX\1´

5HJXODWLRQ )' LV PRGHO UHJXODWLRQ/ LQ P\ PLQG1 ,W LV DLPHG DW FUHDWLQJ D OHYHO SOD\LQJ ILHOG/

UDWKHU WKDQ JLYLQJ DQ LQIRUPDWLRQDO DGYDQWDJH WR FHUWDLQ SDUWLHV1 5HJXODWLRQV DUH PHDQLQJOHVV/

KRZHYHU/ LI WKHUH DUH QR SHQDOWLHV IRU YLRODWLQJ WKHP1

2QH WRRO DW WKH GLVSRVDO RI XQGHUZULWHUV WR DIIHFW WKH DOORFDWLRQ DQG WUDGLQJ RI ,32V LV WKH

XVH RI ³SHQDOW\ ELGV1´ ,I LW FKRRVHV WR GR VR/ WKH ERRNUXQQHU RQ D VHFXULWLHV RIIHULQJ FDQ UHYRNH

5 6HH 6XVDQ 3XOOLDP DQG 5DQGDOO 6PLWK ³/LQX[ 'HDO LV )RFXV RI ,320&RPPLVVLRQ 3UREH´ 'HFHPEHU 45/ 5333 :DOO
6WUHHW -RXUQDO/ DQG 6(& 1HZV 5HOHDVH 5335047 +-DQXDU\ 55/ 5335,1
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WKH VHOOLQJ FRQFHVVLRQ UHFHLYHG E\ RWKHU V\QGLFDWH PHPEHUV LI VHFXULWLHV DUH IOLSSHG VKRUWO\ DIWHU

DQ RIIHULQJ RFFXUV16 3HQDOW\ ELGV KDYH EHHQ D VXEMHFW RI FRQWURYHUV\1 3HQDOW\ ELGV SURYLGH DQ

LQFHQWLYH IRU EURNHUV WR DOORFDWH VKDUHV WR EX\0DQG0KROG LQYHVWRUV1 %XW RQFH VKDUHV DUH DOORFDWHG/

LI DQ LQYHVWRU ZDQWV WR VHOO WKH VKDUHV/ WKH EURNHU KDV DQ LQFHQWLYH WR GLVVXDGH WKH LQYHVWRU IURP

VHOOLQJ/ EHFDXVH WKH VHOOLQJ FRQFHVVLRQ ZLOO EH ORVW1 6RPHWLPHV WKH LQYHVWRU LV DZDUH RI WKLV

LQFHQWLYH/ DQG VRPHWLPHV WKH LQYHVWRU LV QRW1 2QFH DJDLQ/ , WKLQN WKDW ZKDW LV PDLQO\ QHHGHG LV

EHWWHU GLVFORVXUH1

:K\ LVQ¶W WKH GHWHUUHQW HIIHFW RI 6(& VDQFWLRQV JUHDWHU DW HOLPLQDWLQJ FHUWDLQ SUDFWLFHV"

3DUWO\/ WKH SURFHVV WDNHV VR ORQJ1 %XW PDLQO\/ LQ PDQ\ FDVHV WKH SHQDOWLHV DUH PLQLPDO17 ,Q

UHDOLW\/ WKH WKUHDW RI SULYDWH VHFWRU FODVV DFWLRQ ODZVXLWV DQG WKHLU PRQHWDU\ VHWWOHPHQWV LV JUHDWHU1

,QYHVWPHQW EDQNLQJ ILUPV PD\ ZLQG XS SD\LQJ RXW KXQGUHGV RI PLOOLRQV RU HYHQ ELOOLRQV

LQ VHWWOLQJ VRPH RI WKH UHJXODWRU\ ERG\ DFWLRQV DQG SULYDWH0VHFWRU ODZVXLWV WKDW KDYH EHHQ ILOHG

IROORZLQJ WKH H[FHVVHV RI WKH LQWHUQHW EXEEOH SHULRG1 7KH VKDUHKROGHUV ZKR RZQ WKH VWRFN RI WKH

LQYHVWPHQW EDQNHUV DUH VXIIHULQJ DV D UHVXOW1 %XW WKH SDUWLHV WKDW SRFNHWHG WKHLU ERQXV FKHFNV DUH

QRW EHLQJ DVNHG WR SD\ DQ\WKLQJ EDFN1 %HFDXVH WKH SHQDOWLHV ORRN OLNH WKH\ ZLOO EH MXVW D IUDFWLRQ

RI WKH LOO0JRWWHQ JDLQV/ WKH GHWHUUHQFH HIIHFW LV PLQLPDO1

(0FRPPHUFH

:K\ KDV WKH XVH RI WKH LQWHUQHW IRU GLVWULEXWLQJ ,32V WDLOHG RII" 2U/ PRUH DFFXUDWHO\/ ZK\

KDVQ¶W LW WDNHQ RII" 7KHUH DUH FOHDUO\ HIILFLHQFLHV FUHDWHG E\ XVLQJ WKH LQWHUQHW WR GLVWULEXWH ,32

VKDUHV/ DQG WR ILQG RXW WKH GHPDQG1 :5+DPEUHFKW ) &R1 VWDUWHG/ LQ 0DUFK 4<<</ WR FRQGXFW

DXFWLRQV IRU SULFLQJ DQG DOORFDWLQJ ,32V1 7R GDWH/ RQO\ VL[ LVVXHUV KDYH FKRVHQ WR XVH

:5+DPEUHFKW¶V DXFWLRQV1 ,Q WKH ODWH 4<<3V/ DQRWKHU LQYHVWPHQW EDQNLQJ ILUP/:LW &DSLWDO/ ZDV

IRXQGHG1 :LW &DSLWDO SODQQHG WR XVH WKH LQWHUQHW WR GLVWULEXWH ,32V WR LQGLYLGXDO LQYHVWRUV1 $V RI

6 7KH FRPPLVVLRQ RI D QHZ LVVXH/ NQRZQ DV WKH JURVV VSUHDG/ LV SDLG HQWLUHO\ E\ WKH VHOOHU1 7KH JURVV VSUHDG LV VSOLW
LQWR D PDQDJHPHQW IHH/ DQ XQGHUZULWLQJ IHH/ DQG D VHOOLQJ FRQFHVVLRQ1 7\SLFDOO\/ WKH VHOOLQJ FRQFHVVLRQ ZLOO EH
DERXW 93( RI WKH JURVV VSUHDG1 6HH &KHQ DQG 5LWWHU +5333/ 7DEOH 9,/ IRU D GHVFULSWLRQ RI WKH DOORFDWLRQ RI WKH VSUHDG
DPRQJ V\QGLFDWH PHPEHUV1

7 2QH H[FHSWLRQ LV WKH SHQDOW\ LPSRVHG RQ 6DORPRQ DIWHU WKH ILUP YLRODWHG OLPLWV RQ WKH TXDQWLW\ RI 70ERQGV WKDW LW
ELG RQ1 -HJDGHHVK +4<<6, HVWLPDWHV WKDW WKH SURILWV ZHUH RQ WKH RUGHU RI 7 EDVLV SRLQWV SHU ERQG1 7KH '453 PLOOLRQ
ILQH ZDV KLJK LQ FRPSDULVRQ1
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WKLV ZULWLQJ/:LW &DSLWDO DQG LWV VXFFHVVRUV KDYH QRW EHHQ WKH OHDG XQGHUZULWHU RQ D VLQJOH ,321

$ WKLUG ILQDQFLDO LQWHUPHGLDU\ IRXQGHG LQ WKH ODWH 4<<3V DLPHG WR XVH WKH LQWHUQHW WR ILQDQFH

YHQWXUH FDSLWDO LQYHVWPHQWV1 ,Q 5334/ 2II5RDG &DSLWDO VHYHUHO\ UHWUHQFKHG/ DV KDV PXFK RI WKH

YHQWXUH FDSLWDO LQGXVWU\1 7R VXPPDUL]H/ DOO WKUHH RI WKHVH ILQDQFLDO LQWHUPHGLDULHV KDYH

VWUXJJOHG1

, DP DW VRPHZKDW RI D ORVV WR H[SODLQ ZK\ DXFWLRQV IRU VHOOLQJ ,32V KDYH QRW EHHQ PRUH

SRSXODU/ QRW RQO\ LQ WKH 8161/ EXW ZRUOG ZLGH1 ,W LV QRW D VXUSULVH WR PH WKDW LQWHUQHW GLVWULEXWLRQ

RI ,32V WR UHWDLO LQYHVWRUV KDV QRW EHFRPH SRSXODU1 8QGHUZULWHUV WUHDW DFFHVV WR ,32V DV WKH

UHZDUG IRU EHLQJ D SURILWDEOH FXVWRPHU1 /RZ FRVW GLVWULEXWLRQ LV QRW HYHQ RQ WKH DJHQGD1

7KH UHYROXWLRQ LQ FRPPXQLFDWLRQV WHFKQRORJ\ KDV FHUWDLQO\ KDG DQ HQRUPRXV LPSDFW RQ

ZKDW LQIRUPDWLRQ LV DYDLODEOH1 2Q ZHEVLWHV VXFK DV ZZZ1WKHIO\RQWKHZDOO1FRP/ IRU D PRGHVW

PRQWKO\ IHH/ DQ\RQH FDQ JHW XSGDWHV VHYHUDO WLPHV SHU GD\ RQ KRZ WKH RUGHU ERRN LV EHLQJ ILOOHG

IRU LVVXHV LQ WKH ERRNEXLOGLQJ SHULRG1 $QDO\VW HDUQLQJV IRUHFDVWV DUH UHDGLO\ DYDLODEOH/ DQG RQFH

WKH TXLHW SHULRG HQGV/ DQDO\VW UHFRPPHQGDWLRQV DUH WKHUH/ WRR1 2QFH WUDGLQJ VWDUWV/ RQ

ZZZ1LVODQG1FRP/ RQH FDQ VHH ,VODQG¶V OLPLW RUGHU ERRN RQ DQ\ VWRFN1 8QGHUZULWHUV FDQ WUDFN

ZKR IOLSSHG VKDUHV ZLWK WKH 'HSRVLWRU\ 7UXVW &RUSRUDWLRQ WUDFNLQJ V\VWHP1 :HEFDVWV RI

URDGVKRZV DUH DYDLODEOH WR TXDOLILHG LQYHVWRUV1 'RFXPHQWV ILOHG ZLWK WKH 6(& FDQ EH SXOOHG XS

RQ ('*$5 E\ DQ\RQH1

$QDO\VWV DQG 1HZ ,VVXHV

,Q WKH ODVW \HDU/ DQDO\VWV KDYH EHHQ SLOORULHG LQ WKH FRXUW RI SXEOLF RSLQLRQ1 :K\ DUH WKHUH

VHOO0VLGH DQDO\VWV LQ WKH ILUVW SODFH" ,Q WKH IL[HG LQFRPH PDUNHW/ UDWLQJ DJHQFLHV VXFK DV 0RRG\¶V

DUH LQGHSHQGHQW RI WKH LQWHUPHGLDULHV ZKR VHOO ERQGV1 :K\ LV WKH HTXLW\ PDUNHW GLIIHUHQW"

2QH OLQH RI WKRXJKW LV DV IROORZV= 7KH YHUWLFDO LQWHJUDWLRQ RI WKH LQYHVWPHQW EDQNLQJ

LQGXVWU\ LV EHFDXVH WKHUH DUH LQIRUPDWLRQ VSLOORYHUV1 7KH ERRNUXQQHU RQ DQ HTXLW\ LVVXH RI D

1DVGDT0WUDGHG VWRFN NQRZV ZKR WKH VKDUHV DUH SODFHG ZLWK/ DQG WKLV JLYHV DQ LQIRUPDWLRQDO

DGYDQWDJH RYHU RWKHU PDUNHW PDNHUV1 ,I WKHUH LV DQ RUGHU LPEDODQFH/ WKH ERRNUXQQHU NQRZV ZKR

WR FDOO1 )XUWKHUPRUH/ LQYHQWRU\ DGMXVWPHQWV FDQ EH PDGH WKURXJK H[HUFLVLQJ RU QRW H[HUFLVLQJ WKH

RYHUDOORWPHQW RSWLRQ1 7KXV/ LQ HDUO\ WUDGLQJ/ WKH ERRNUXQQHU KDV DQ DGYDQWDJH DV D PDUNHW

PDNHU/ DQG RQFH WKLV LV HVWDEOLVKHG/ WKLV GRPLQDQW SRVLWLRQ WHQGV WR SHUVLVW1 ,I DQ LQYHVWPHQW
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EDQNLQJ ILUP LV PDNLQJ D PDUNHW/ WKH\ KDYH DQ LQFHQWLYH WR ERRVW WUDGLQJ YROXPH/ DQG VR LW ZRXOG

EH QDWXUDO WR KDYH DQ DQDO\VW WRXW WKH VWRFN1

$ VHFRQG OLQH RI WKRXJKW H[SODLQLQJ ZK\ WKH HTXLW\ PDUNHW LV GRPLQDWHG E\ VHOO0VLGH

DQDO\VWV LV DV IROORZV1 3ULRU WR WKH HQG RI IL[HG FRPPLVVLRQV LQ 4<:8/ RQH ZD\ WKDW LQYHVWPHQW

EDQNLQJ ILUPV FRPSHWHG IRU WUDGLQJ EXVLQHVV ZDV WR RIIHU UHVHDUFK FRYHUDJH WR EX\0VLGH FOLHQWV1

$IWHU IL[HG FRPPLVVLRQV HQGHG/ HTXLW\ DQDO\VWV KDG WR JHQHUDWH UHYHQXH LQ VRPH RWKHU ZD\1 ,Q

4<:804<:</ WKHUH ZDV UHODWLYHO\ OLWWOH 0)$ DQG QHZ HTXLW\ LVVXH EXVLQHVV/ VR WKHUH ZDV QRW D ORW

RI SUHVVXUH RQ DQDO\VWV WR JLYH SRVLWLYH UHFRPPHQGDWLRQV DV D ZD\ WR FRPSHWH IRU WKLV EXVLQHVV1

%XW LQ WKH 4<;3V/ DV WKHVH VRXUFHV RI UHYHQXH EHFDPH PRUH LPSRUWDQW/ VHOO0VLGH DQDO\VWV FRXOG

JHQHUDWH UHYHQXH WKURXJK WKHVH DFWLYLWLHV1 7KXV/ LQYHVWPHQW EDQNLQJ ILUPV FRXOG RIIHU UHVHDUFK

FRYHUDJH DW ORZHU FRVW WR EX\0VLGH FOLHQWV WKDQ FRXOG LQGHSHQGHQW UHVHDUFK ILUPV1 ,Q WKH 4<<3V/

0)$ IHHV FDPH GRZQ/ EXW HTXLW\ LVVXDQFH ZHQW XS1 ,32V EHFDPH HVSHFLDOO\ OXFUDWLYH GXH WR WKH

PRQH\ WKDW ZDV OHIW RQ WKH WDEOH/ DQG WKH FRPPLVVLRQ EXVLQHVV WKDW WKLV JHQHUDWHG DV EX\0VLGH

LQYHVWRUV FRPSHWHG WR UHFHLYH IDYRUDEOH ,32 DOORFDWLRQV1 5HVHDUFK FRYHUDJH IRU D ILUP DIWHU DQ

,32 ZDV SURYLGHG SDUWO\ WR VKRZ RWKHU SURVSHFWLYH LVVXHUV WKDW WKH XQGHUZULWHU ZRXOG QRW MXVW

FROOHFW WKH JURVV VSUHDG IURP WKH ,32 DQG WKHQ LJQRUH WKH LVVXHU1

:K\/ WKRXJK/ ZRXOG LQYHVWRUV SD\ DWWHQWLRQ WR WKH VHOO0VLGH DQDO\VW UHFRPPHQGDWLRQV LI

WKH\ DUH VR ELDVHG" 7KH FRQYHQWLRQDO ZLVGRP LV WKDW WKH VHOO0VLGH DQDO\VWV ZHUH JLYHQ

SUHIHUHQWLDO DFFHVV WR LQIRUPDWLRQ E\ FRPSDQLHV LQ UHWXUQ1 $V D VLPSOH H[DPSOH/ ZKHWKHU D FKLHI

ILQDQFLDO RIILFHU UHWXUQV D SKRQH FDOO RU QRW GHSHQGV XSRQ ZKR LV PDNLQJ WKH FDOO1 5HJXODWLRQ )'

LV OHYHOLQJ WKH SOD\LQJ ILHOG RQ WKLV1

3ROLF\ 5HFRPPHQGDWLRQV DQG WKH )XWXUH RI WKH 1HZ ,VVXHV 0DUNHW

3UHGLFWLQJ WKH IXWXUH LV DOZD\V KD]DUGRXV1 :KDW PDNHV PDUNHW VWUXFWXUH IRUHFDVWV

HVSHFLDOO\ GDQJHURXV LV WKDW WUDQVLWLRQV DUH UDUHO\ VPRRWK1 ,QVWHDG/ WKHUH LV D WHQGHQF\ WR MXPS

IURP RQH HTXLOLEULXP WR DQRWKHU1 %XW , ZLOO PDNH VRPH FRQMHFWXUHV DERXW WKH IXWXUH RI WKH QHZ

LVVXHV PDUNHW=

%RRNEXLOGLQJ/ ZLWK XQGHUZULWHUV KDYLQJ WRWDO GLVFUHWLRQ RYHU WKH DOORFDWLRQ RI VKDUHV/

ORRNV OLNH LW ZLOO FRQWLQXH WR EH WKH SUHGRPLQDQW PHFKDQLVP WR VHOO ,32V/ EDUULQJ UHJXODWRU\
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DFWLRQ1 7KH SULFLQJ DQG GLVWULEXWLRQ RI VKDUHV XVLQJ WKH LQWHUQHW ZLOO SUREDEO\ FRQWLQXH WR EH D

PLQRU EDFNJURXQG LWHP1

, DQWLFLSDWH WKDW WKHUH ZLOO EH FRQWURYHUVLHV LQYROYLQJ WKH SUDFWLFHV RI LQYHVWPHQW EDQNHUV

DV ORQJ DV XQGHUZULWHUV KDYH GLVFUHWLRQ RYHU ZKLFK FOLHQWV DUH DOORFDWHG VKDUHV1 $V ORQJ DV

LVVXHUV FKRRVH LQYHVWPHQW EDQNHUV ZLWK REMHFWLYHV RWKHU WKDQ JHWWLQJ WKH KLJKHVW RIIHU SULFH LQ

PLQG/ ,32V ZLOO EH XQGHUSULFHG1 $V D UHVXOW/ XQGHUZULWHUV ZLOO KDYH KRW ,32V WR KDQG RXW WR WKHLU

PRVW SURILWDEOH FXVWRPHUV1 +RZ FDQ VRPH RI WKH UHVXOWLQJ XQVDYRU\ SUDFWLFHV EH FRQWUROOHG"

,I XQGHUZULWHUV ZHUH UHTXLUHG E\ WKH 6(& WR GLVFORVH DOO FRPSHQVDWLRQ IURP VHFXULWLHV

LVVXHV/ LQFOXGLQJ WKH UHYHQXH IURP FRPPLVVLRQ EXVLQHVV RIIHUHG E\ UHQW0VHHNLQJ EX\0VLGH FOLHQWV/

, EHOLHYH WKDW LVVXLQJ ILUPV ZRXOG QRW EH DV FRPSODFHQW DERXW OHDYLQJ PRQH\ RQ WKH WDEOH1 ,

VWURQJO\ XUJH UHJXODWRUV WR VWDUW UHTXLULQJ WKDW WRWDO FRPSHQVDWLRQ/ LQFOXGLQJ ERWK GLUHFW DQG

LQGLUHFW FRPSHQVDWLRQ/ EH GLVFORVHG1

$ VHFRQG GLVFORVXUH UHTXLUHPHQW WKDW , ZRXOG OLNH WR VHH ZRXOG FRYHU ZKR VKDUHV DUH

DOORFDWHG WR1 7KLV ZRXOG LQYROYH WKH OLVWLQJ RI HYHU\ LQVWLWXWLRQDO LQYHVWRU DQG KRZ PDQ\ VKDUHV

WKDW WKH\ UHFHLYH1 :KHQ LW FRPHV WR WKH GLVFORVXUH RI LQGLYLGXDO LQYHVWRU DOORFDWLRQV/ WKHUH DUH

WUDGHRIIV ZLWK SULYDF\ LVVXHV1 3HUKDSV WKH UXOH VKRXOG EH WKDW DOORFDWLRQV WR LQGLYLGXDOV PXVW EH

OLVWHG E\ QDPH RQO\ LI ,32 VKDUHV DUH VROG DW D SURILW ZLWKLQ QLQH PRQWKV RI WKH ,32/ RU LI WKH ,32

MXPSHG E\ PRUH WKDQ 43( RQ WKH ILUVW GD\ RI WUDGLQJ1 7KXV/ EX\0DQG0KROG LQYHVWRUV ZRXOG QRW

KDYH WKHLU QDPHV GLVFORVHG XQOHVV WKH\ ZHUH DOORFDWHG VKDUHV RQ D KRW LVVXH1

$ WKLUG UHJXODWRU\ FKDQJH WKDW , ZRXOG OLNH WR VHH ZRXOG EH WKH EDQQLQJ RI ³)ULHQGV RI

)UDQN´ DFFRXQWV1 , WKLQN WKDW D VRXQG SXEOLF SROLF\ FDVH FDQ EH PDGH IRU WKH SURSRVLWLRQ WKDW

XQGHUZULWHUV VKRXOG QRW EH SHUPLWWHG WR DOORFDWH KRW ,32V WR WKH SHUVRQDO DFFRXQWV RI LQGLYLGXDOV

ZKR/ WKURXJK WKHLU SRVLWLRQ DV D FRPSDQ\ H[HFXWLYH RU D JHQHUDO SDUWQHU LQ D YHQWXUH FDSLWDO/ DUH

LQ D SRVLWLRQ WR LQIOXHQFH FKRLFHV RQ ZKDW LQYHVWPHQW EDQNLQJ ILUP WR KLUH IRU FRUSRUDWH

WUDQVDFWLRQV1 , GRQ¶W WKLQN WKDW DQ H[HFXWLYH VKRXOG EH SURKLELWHG IURP KDYLQJ D SHUVRQDO

EURNHUDJH DFFRXQW DW &6)% MXVW EHFDXVH WKH SHUVRQ¶V ILUP KDV GRQH D GHDO ZLWK &6)%1 %XW ,

WKLQN WKDW WKHUH RXJKW WR EH D SURKLELWLRQ RQ WKLV SHUVRQDO DFFRXQW UHFHLYLQJ SUHIHUHQWLDO

DOORFDWLRQV RI KRW ,32V1

2QH FDQ DUJXH WKDW WKH QHZ LVVXHV PDUNHW LQ WKH 8161 LV QRW SHUIHFW/ EXW WKHUH LV D GDQJHU

LQ IRUFLQJ FKDQJHV WKURXJK UHJXODWLRQ1 3HRSOH DUJXH WKDW WKH 8161 ,32 PDUNHW KDV EHHQ

LQFUHGLEO\ VXFFHVVIXO DW ILQDQFLQJ QHZ FRPSDQLHV/ VSXUULQJ WKH GHYHORSPHQW RI QHZ WHFKQRORJ\
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DQG LPSURYLQJ VWDQGDUGV RI OLYLQJ1 7KLV DUJXPHQW VWDWHV WKDW WKH VXFFHVV RI WKH 8161 KLJK WHFK

LQGXVWU\ LV SDUWO\ DWWULEXWDEOH WR WKH ZHOO0GHYHORSHG YHQWXUH FDSLWDO PDUNHW/ DQG WKH YHQWXUH

FDSLWDO PDUNHW ZRXOG QRW H[LVW LQ LWV FXUUHQW VWDWH ZLWKRXW D YLDEOH H[LW VWUDWHJ\ YLD ,32V1

$Q\WKLQJ WKDW KDUPV SDUW RI WKH FKDLQ IRU FUHDWLQJ DQG ILQDQFLQJ \RXQJ FRPSDQLHV PD\ KDYH

ZLGH0UDQJLQJ FRQVHTXHQFHV1

, KDYH D ORW RI V\PSDWK\ IRU WKLV DUJXPHQW1 %XW LW VKRXOG EH QRWHG WKDW LQ WKH ODWH 4<;3V/

WKHUH ZDV DQRWKHU ELW RI UHFHLYHG ZLVGRP WKDW KDV QRW VWRRG WKH WHVW RI WLPH1 7KH VWRU\ LQ WKH ODWH

4<;3V ZDV WKDW WKH VXFFHVV RI WKH -DSDQHVH HFRQRP\ ZDV HQWHUWZLQHG ZLWK WKH NHLUHWVX IRUP RI

RUJDQL]DWLRQ1 7KH LQWHUORFNLQJ UHODWLRQV EHWZHHQ WKH -DSDQHVH PDLQ EDQNV DQG WKHLU FOLHQW ILUPV

DQG VXSSOLHUV/ SHRSOH DUJXHG/ DOORZHG PDQDJHPHQW WR IRFXV RQ WKH ORQJ UXQ/ ZLWKRXW KDYLQJ WR

ZRUU\ DERXW PHHWLQJ TXDUWHUO\ HDUQLQJV WDUJHWV1 3HRSOH GLG QRW HPSKDVL]H WKH GLVDGYDQWDJHV RI

WKH ODFN RI DFFRXQWDELOLW\ WR VKDUHKROGHUV/ QRU GLG WKH\ HPSKDVL]H KRZ PXFK WKH ERRPLQJ

-DSDQHVH HFRQRP\ ZDV EXLOW RQ D ZHDOWK HIIHFW IURP LQIODWHG HTXLW\ DQG UHDO HVWDWH SULFHV1

:LWK WKH EHQHILW RI KLQGVLJKW/ RQH PLJKW DUJXH WKDW WKH -DSDQHVH HFRQRP\ LQ WKH 4<;3V

ZDV VXFFHVVIXO QRW EHFDXVH RI NHLUHWVXV/ EXW LQ VSLWH RI WKHP1 6R RQH PXVW EH FDUHIXO DERXW

VD\LQJ WKDW WKH 8161 ,32 PDUNHW KDV EHHQ VXFFHVVIXO DW ILQDQFLQJ \RXQJ FRPSDQLHV/ DQG WKHUHIRUH

QR FKDQJH LV FDOOHG IRU1 ,Q JHQHUDO/ WKH PDLQ FKDQJH WKDW , ZRXOG OLNH WR VHH LV IRU WKH 6(& WR

VWDUW HQIRUFLQJ VRPH RI WKH UHJXODWLRQV WKDW FXUUHQWO\ H[LVW UHJDUGLQJ GLVFORVXUH1 0\ SUHGLFWLRQ LV

WKDW LI LVVXHUV VDZ KRZ PXFK XQGHUZULWHUV ZHUH EHQHILWLQJ IURP WKH PRQH\ OHIW RQ WKH WDEOH/ WKH

LVVXHUV ZRXOG EH PRUH DJJUHVVLYH LQ EDUJDLQLQJ RYHU WKH RIIHU SULFH1 ,Q FROG ,32 PDUNHWV/ WKLV

PLJKW QRW PDNH PXFK GLIIHUHQFH/ EXW LQ KRW PDUNHWV/ , WKLQN WKDW LW ZRXOG UHVXOW LQ OHVV LVVXHU

FRPSODFHQF\ DERXW OHDYLQJ PRQH\ RQ WKH WDEOH1 $QG LI XQGHUZULWHUV ZHUH QRW DEOH WR UHZDUG

FRUSRUDWH RIILFLDOV DQG YHQWXUH FDSLWDOLVWV E\ DOORFDWLQJ WKHP KRW ,32V LQ SHUVRQDO EURNHUDJH

DFFRXQWV/ WKHVH LQGLYLGXDOV PLJKW FKRRVH WR KLUH XQGHUZULWHUV ZLWK D UHSXWDWLRQ IRU OHDYLQJ OHVV

PRQH\ RQ WKH WDEOH1
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