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'XULQJ 5334/ LQYHVWRUV/ SROLWLFLDQV/ UHJXODWRU\ DJHQFLHV/ DQG WKH PHGLD KDYH YRLFHG D FRPPRQ VHQWLPHQW=

:DOO 6WUHHW KDV D FUHGLELOLW\ SUREOHP1 6SHFLILFDOO\/ FDQ WKH LQYHVWLQJ SXEOLF WUXVW WKH UHVHDUFK DQDO\VLV DQG

UHFRPPHQGDWLRQV WKH\ UHFHLYH IURP :DOO 6WUHHW DQDO\VWV" $W LVVXH LV WKH LQGHSHQGHQFH DQG REMHFWLYLW\ RI

VHOO0VLGH DQDO\VWV/ D WHUP DSSOLHG WR DQDO\VWV WKDW ZRUN IRU EURNHUDJH ILUPV14

6SULQJ RI 5334 EURXJKW PHGLD DWWDFNV RQ WKHVH DQDO\VWV/ ZLWK QHZVSDSHU KHDGOLQHV VXFK DV 7KH

)LQDQFLDO 7LPHV¶ ³6KRRW $OO WKH $QDO\VWV´ DQG 7KH :DOO 6WUHHW -RXUQDO¶V ³2XWORRN IRU $QDO\VWV=

6NHSWLFLVP DQG %ODPH´1 )RUWXQH HYHQ PDGH DQDO\VW FUHGLELOLW\ D FRYHU VWRU\ ZLWK WKH WLWOH= ³&DQ :H (YHU

7UXVW :DOO 6WUHHW $JDLQ"´5

7KLV SDSHU DWWHPSWV WR DGGUHVV WKH TXHVWLRQ=:KDW VKRXOG ZH PDNH RI WKLV EURXKDKD DQG ZKDW

UHPHGLHV DUH DSSURSULDWH" ,W LV TXLWH FOHDU WKDW WKH PDMRU SOD\HUV/ QDPHO\ WKH EURNHUDJH ILUPV/ &RQJUHVV/

WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ +6(&,/ DQG WKH $VVRFLDWLRQ IRU ,QYHVWPHQW 0DQDJHPHQW DQG

5HVHDUFK +$,05,/ IHHO WKDW VRPHWKLQJ VKRXOG EH GRQH DQG KDYH DOUHDG\ WDNHQ D QXPEHU RI DFWLRQV1

6HYHUDO SURSRVDOV KDYH DOUHDG\ EHHQ PDGH WKURXJK WKH WUDGH DVVRFLDWLRQ/ WKH 6HFXULWLHV ,QGXVWU\

$VVRFLDWLRQ> DQG VRPH LQGLYLGXDO EURNHUDJH ILUPV KDYH DOUHDG\ XQLODWHUDOO\ FKDQJHG SROLFLHV WR VWHP WKH

FULWLFLVPV RI RVWHQVLEOH FRQIOLFWV RI LQWHUHVW1 :LOO WKH SURSRVDOV RIIHUHG E\ WKH EURNHUDJH LQGXVWU\ IL[ ZKDW

LV EURNHQ" $QG SHUKDSV PRUH LPSRUWDQWO\/ ZH VKRXOG DVN WKH LPSRUWDQW ILUVW TXHVWLRQ= :KDW LI DQ\WKLQJ LV

EURNHQ"

:H DUJXH WKDW DW WKH KHDUW RI WKH FUHGLELOLW\ FRQWURYHUV\ DUH WKH GLVSDUDWH LQFHQWLYHV RI LQYHVWPHQW

EDQNV¶ FOLHQWV= ZKLOH EURNHUDJH FOLHQWV +³LQYHVWRUV´, ZDQW XQELDVHG UHVHDUFK/ PRVW FRUSRUDWH ILQDQFLQJ

FOLHQWV +³LVVXHUV´, EHQHILW IURP RSWLPLVWLF UHVHDUFK1 $V FRUSRUDWH ILQDQFLQJ UHYHQXHV GZDUI EURNHUDJH

FRPPLVVLRQV/ LQYHVWPHQW EDQNV IDFH ODUJH LQFHQWLYHV WR PDLQWDLQ SROLFLHV WKDW IDYRU LVVXHUV RYHU LQYHVWRUV1

)XUWKHUPRUH/ WKH PDQDJHPHQWV RI WKH FRUSRUDWLRQV/ WKH VXEMHFWV RI EURNHUDJH UHVHDUFK/ SURYLGH DQ

DGGLWLRQDO LQFHQWLYH WR DQDO\VWV= LVVXH SRVLWLYH UHVHDUFK DQG PDLQWDLQ GLUHFW DFFHVV WR YDOXDEOH IXWXUH

LQIRUPDWLRQ RU ULVN EHLQJ VKXW RXW E\ PDQDJHPHQW HQWLUHO\1 :H FRQFOXGH WKDW ZKLOH WKH IL[HV SURSRVHG

DQG DOUHDG\ XQGHUWDNHQ PD\ LPSURYH FUHGLELOLW\/ WKH\ DUH XQOLNHO\ WR EH VXEVWDQWLDO UHPHGLHV EHFDXVH WKH\

GR QRW DGGUHVV WKH FULWLFDO LVVXH RI WKHVH PLVDOLJQHG LQFHQWLYHV1
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:H DOVR FRQFOXGH WKDW LQVWLWXWLRQDO LQYHVWRUV/ DZDUH RI DQDO\VWV¶ FRQIOLFWV RI LQWHUHVW/ DUH DEOH WR GH0

ELDV WKH EURNHUDJH UHVHDUFK WKH\ UHFHLYH/ DQG FRQVHTXHQWO\ PDLQWDLQ WKHLU RZQ LQ0KRXVH UHVHDUFK VWDIIV

DQG SXUFKDVH LQGHSHQGHQW UHVHDUFK VHUYLFHV1 7KH GLVHQIUDQFKLVHG DUH ODUJHO\ WKH LQGLYLGXDO LQYHVWRUV/

ZKR ODFN WKH DZDUHQHVV RU HGXFDWLRQ QHFHVVDU\ WR DGHTXDWHO\ ILOWHU EURNHUDJH UHVHDUFK UHFRPPHQGDWLRQV1

:H EHJLQ RXU H[DPLQDWLRQ E\ SURYLGLQJ EDFNJURXQG RQ WKH FRQWURYHUV\1 :H QH[W VXPPDUL]H WKH

HYLGHQFH IURP UHOHYDQW DFDGHPLF ZRUN WKDW GHPRQVWUDWHV WKH YDOXH EURNHUDJH UHVHDUFK FDQ KDYH IRU

LQYHVWRUV DQG WKH OLPLWDWLRQV RI WKDW YDOXH1 :H WKHQ GLVFXVV H[SODQDWLRQV IRU RSWLPLVP ELDVHV WKDW KDYH

EHHQ GRFXPHQWHG IRU EURNHUDJH HDUQLQJV IRUHFDVWV DQG UHFRPPHQGDWLRQV/ LQFOXGLQJ LQFHQWLYHV E\ DQG

SUHVVXUHV IURP WKH DQDO\VW¶V HPSOR\HU/ IURP WKH FRPSDQLHV WKH DQDO\VW UHSRUWV DERXW/ DQG IURP

LQVWLWXWLRQDO LQYHVWRUV1 1H[W/ ZH DQDO\]H D QXPEHU RI SURSRVDOV DQG DFWLRQV WKDW DWWHPSW WR LQFUHDVH

EURNHUDJH UHVHDUFK REMHFWLYLW\ DQG LQGHSHQGHQFH1 )LQDOO\/ ZH FRQFOXGH E\ UDLVLQJ VHYHUDO LVVXHV WKDW ZH

EHOLHYH DUH PRVW FULWLFDO WR XQGHUVWDQGLQJ WKH FUHGLELOLW\ FRQWURYHUV\/ DQG ZH FDVW GRXEW RQ WKH VXFFHVV RI

UHFHQWO\ SURSRVHG IL[HV1

,1 %DFNJURXQG

1RW RQO\ KDV WKH ILQDQFLDO SUHVV ZULWWHQ VFDWKLQJ DWWDFNV/ EXW SURIHVVLRQDO LQYHVWPHQW PDQDJHUV KDYH DOVR

H[SUHVVHG LQFUHDVLQJ GRXEWV RYHU UHVHDUFK WKH\ UHFHLYH IURP :DOO 6WUHHW DQDO\VWV1 ,Q WKH $SULO 5334 LVVXH

RI ,QVWLWXWLRQDO ,QYHVWRU/ 'HERUDK .XHQVWQHU/ FKLHI LQYHVWPHQW RIILFHU IRU ODUJH0FDS YDOXH VWRFNV DW

3XWQDP ,QYHVWPHQWV/ VWDWHG= ³2XU DSSURDFK WR WKH PDUNHW JHQHUDOO\ KDV EHHQ WKDW VHOO0VLGH DQDO\VWV DUH

VHUYLQJ VR PDQ\ PDVWHUV EHVLGHV XV WKDW ZH LQFUHDVLQJO\ QHHG WR UHO\ RQ RXU RZQ UHVHDUFK1´ 6 0RQH\

PDQDJHUV DOVR YRLFHG FRQFHUQ WKDW VHOO0VLGH DQDO\VWV¶ UHFRPPHQGDWLRQV DUH OHVV FUHGLEOH EHFDXVH WKH

DQDO\VWV VRPHWLPHV KDYH D SHUVRQDO VWDNH LQ WKH VWRFNV WKH\ UHFRPPHQG1 'LVFXVVLQJ ZKHWKHU DQDO\VWV

VKRXOG EH DOORZHG WR WDNH SRVLWLRQV LQ VWRFNV RI WKH FRPSDQLHV WKH\ FRYHU/ .HQQHWK %HUWVFK/ GLUHFWRU RI

FRUSRUDWH JRYHUQDQFH IRU WKH SHQVLRQ DQG PXWXDO IXQG JURXS 7,$$0&5()/ VDLG= ³, WKLQN LW UHPRYHV VRPH
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RI WKH FUHGLELOLW\ RI WKH LQGLYLGXDOV ZKR DUH GRLQJ LW1 7KHUH¶V GHILQLWHO\ D GLIIHUHQW HWKLF RQ WKH VHOO VLGH

WKDQ WKHUH XVHG WR EH/ ZKLFK LV XQIRUWXQDWH1´ 7

:DOO 6WUHHW ZDV TXLFN WR UHVSRQG WR TXHVWLRQV DERXW DQDO\VWV¶ LQGHSHQGHQFH DQG REMHFWLYLW\1 7R

PHGLD UHSRUWV WKDW WKHLU DQDO\VWV ³KDG EHHQ RUGHUHG WR VHHN DSSURYDO ERWK IURP WKH FRPSDQLHV WKH\ DUH

DQDO\]LQJ DQG WKHLU EDQNHU FROOHDJXHV VKRXOG WKH\ EH FRQVLGHULQJ D FKDQJH LQ WKHLU UHFRPPHQGDWLRQV´/

-1310RUJDQ UHVSRQGHG= ³,W ZDV QRW DERXW JHWWLQJ DSSURYDO« MXVW DERXW FRPPXQLFDWLRQ/ DQG D ODXGDEOH

GHWHUPLQDWLRQ QRW WR PDNH DQ\ IDFWXDO HUURUV1´ 8

0HUULOO /\QFK/ &UHGLW 6XLVVH/ DQG (GZDUG '1 -RQHV DGGUHVVHG FRQFHUQV WKDW DQDO\VWV FRXOG EH

LQIOXHQFHG E\ WKHLU SHUVRQDO LQYHVWPHQWV E\ DQQRXQFLQJ WKH\ ZRXOG SURKLELW RU OLPLW DQDO\VWV¶ RZQHUVKLS

RI VWRFNV RI FRPSDQLHV WKH\ FRYHU1 3UXGHQWLDO 6HFXULWLHV DQQRXQFHG WKH\ ZRXOG LPSOHPHQW D QHZ SROLF\

UHTXLULQJ WKHLU VHQLRU DQDO\VWV WR GLVFORVH LI WKH\ RZQ '43/333 RU PRUH RI WKH VHFXULWLHV FRYHUHG LQ WKHLU

UHVHDUFK UHSRUWV1 9

%\ VXPPHU 5334/ &RQJUHVV KDG WDNHQ XS WKH DWWDFN1 7KH 8161 +RXVH RI 5HSUHVHQWDWLYHV )LQDQFLDO

6HUYLFHV &RPPLWWHH¶V 6XEFRPPLWWHH RQ &DSLWDO 0DUNHWV/ ,QVXUDQFH DQG *RYHUQPHQW 6SRQVRUHG

(QWHUSULVHV KHOG KHDULQJV HQWLWOHG ³$QDO\]LQJ WKH $QDO\VWV= $UH ,QYHVWRUV *HWWLQJ 8QELDVHG 5HVHDUFK

IURP :DOO 6WUHHW´ RQ -XQH 47/ 5334/ DQG ³$QDO\]LQJ WKH $QDO\VWV ,,= $GGLWLRQDO 3HUVSHFWLYHV´ RQ -XO\ 64/

53341 ,Q KLV RSHQLQJ VWDWHPHQW RQ -XQH 47/ 5334/ )XOO &RPPLWWHH &KDLUPDQ 0LFKDHO *1 2[OH\ VDLG= ³WKH

LPSRUWDQW ZRUN RI DQDO\VWV GRHV QRW GR WKH PDUNHWSODFH/ RU LQYHVWRUV/ DQ\ JRRG DW DOO LI LW LV FRPSURPLVHG

E\ FRQIOLFWV RI LQWHUHVW1 7KHUH KDV EHHQ D JUHDW GHDO RI FRQFHUQ UDLVHG E\ WKH PHGLD/ E\ UHJXODWRUV/ DQG E\

WKH PDUNHW SDUWLFLSDQWV DERXW WKH SHUFHSWLRQ WKDW DQDO\VWV DUH QRW/ LQ IDFW/ SURYLGLQJ WKH LQGHSHQGHQW/

XQELDVHG UHVHDUFK WKDW LQYHVWRUV/ DQG WKH PDUNHWSODFH/ UHO\ RQ WKHP IRU1´ : $V SDUW RI KLV RSHQLQJ UHPDUNV

WKDW GD\/ 6XEFRPPLWWHH &KDLUPDQ 5LFKDUG +1 %DNHU VDLG= ³$V D IUHH0PDUNHW FRQVHUYDWLYH/ , DP WKH ODVW

SHUVRQ LQWHUHVWHG LQ JRYHUQPHQW SXWWLQJ WKH PDUNHW RQ WULDO RU FRQWULEXWLQJ XQQHFHVVDU\ EDUULHUV DJDLQVW D

PDUNHW UHFRYHU\ WKDW NHHSV H[SDQGLQJ RSSRUWXQLWLHV IRU DOO $PHULFDQV1 +RZHYHU/ WKH IRXQGDWLRQ RI WKH

IUHH0PDUNHW V\VWHP LV WKH IUHH0IORZ RI VWUDLJKWIRUZDUG/ XQELDVHG LQIRUPDWLRQ1 $QG , PXVW VD\ , DP GHHSO\

WURXEOHG E\ HYLGHQFH RI :DOO 6WUHHW¶V HURVLRQ RI WKH EHGURFN RI HWKLFDO FRQGXFW1´ ;
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/DXUD 8QJHU/ $FWLQJ &KDLUPDQ RI WKH 8161 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ/ H[SUHVVHG WKH

6(&¶V FRQFHUQ ZLWK WKH FUHGLELOLW\ RI :DOO 6WUHHW DQDO\VWV DW WKH +RXVH 6XEFRPPLWWHH KHDULQJV RQ -XO\

64/ 53341 ,Q KHU WHVWLPRQ\/ VKH VWDWHG= ³,W KDV EHFRPH FOHDU WKDW UHVHDUFK DQDO\VWV DUH VXEMHFW WR VHYHUDO

LQIOXHQFHV WKDW PD\ DIIHFW WKH LQWHJULW\ DQG WKH TXDOLW\ RI WKHLU DQDO\VLV DQG UHFRPPHQGDWLRQV1´ <

7R LQIRUP LQGLYLGXDO LQYHVWRUV RI SRWHQWLDO LQIOXHQFHV WKDW IDFH DQDO\VWV/ WKH 6(&¶V 2IILFH RI ,QYHVWRU

(GXFDWLRQ DQG $VVLVWDQFH +2,($, LVVXHG DQ ,QYHVWRU $OHUW/ ³$QDO\]LQJ $QDO\VW 5HFRPPHQGDWLRQV´1 43

%\ 6XPPHU 5334/ WKH 6HFXULWLHV ,QGXVWU\ $VVRFLDWLRQ +6,$, IRUPHG DQ $G +RF &RPPLWWHH RQ

$QDO\VW ,QWHJULW\ WR DGGUHVV WKH JURZLQJ FRQWURYHUV\1 7KH\ GUDIWHG D VHW RI JXLGHOLQHV/ SUHVHQWHG LQ D

PRQRJUDSK FDOOHG ³%HVW 3UDFWLFHV IRU 5HVHDUFK 1́ 7KH LQWURGXFWRU\ UHPDUNV IRU WKHVH UHFRPPHQGDWLRQV

VWDWH= ³7KHVH UHFRPPHQGDWLRQV HPERG\ RXU LQGXVWU\¶V DVSLUDWLRQV WR VWUHQJWKHQ HWKLFDO DQG SURIHVVLRQDO

VWDQGDUGV IRU VHFXULWLHV DQDO\VWV/ XQGHUVFRUH EURNHU0GHDOHUV¶ FRPPLWPHQW WR WKH EHVW LQWHUHVW RI RXU

FOLHQWV/ DQG EXWWUHVV WKH RYHUDOO LQWHJULW\ RI WKH VHFXULWLHV PDUNHWV1 (QGRUVHG E\ WKH 6,$¶V ERDUG RI

GLUHFWRUV/ ZH H[SHFW WKDW WKH\ ZLOO EH FDUHIXOO\ FRQVLGHUHG DQG DSSURSULDWHO\ LPSOHPHQWHG WKURXJKRXW WKH

VHFXULWLHV LQGXVWU\1´ 44 7KH GRFXPHQW¶V PLVVLRQ VWDWHPHQW VWDWHV ³LQWHJULW\ RI UHVHDUFK VKRXOG EH IRVWHUHG

DQG UHVSHFWHG WKURXJKRXW D VHFXULWLHV ILUP1´ 45

'XULQJ WKH VXPPHU/ WKH VHOI0UHJXODWRU\ DUP RI WKH 1DWLRQDO $VVRFLDWLRQ RI 6HFXULWLHV 'HDOHUV +1$6',

FRQFOXGHG WKHUH ZDV D QHHG WR UHVSRQG WR TXHVWLRQV UHJDUGLQJ UHVHDUFK LQWHJULW\1 2Q -XO\ 5/ 5334/ 1$6'

5HJXODWLRQ/ ,QF1/ UHTXHVWHG FRPPHQWV RQ D SURSRVHG DPHQGPHQW WR LWV ³5XOH 5543= &RPPXQLFDWLRQV WR

WKH 3XEOLF´/ LQGLFDWLQJ= ³7KLV SURSRVHG UXOH DPHQGPHQW LV WKH UHVXOW RI RQJRLQJ HIIRUWV WR DGGUHVV WKH

SRWHQWLDO FRQIOLFWV RI LQWHUHVW SUHVHQWHG E\ DQDO\VW UHFRPPHQGDWLRQV1´ 46

7KH $VVRFLDWLRQ IRU ,QYHVWPHQW 0DQDJHPHQW DQG 5HVHDUFK +$,05,/ D SURIHVVLRQDO RUJDQL]DWLRQ RI

RYHU 483/333 LQYHVWPHQW SURIHVVLRQDOV/ DOVR IRUPHG D 7DVN )RUFH RQ $QDO\VW ,QGHSHQGHQFH1 2Q -XO\ 43/

5334/ WKH\ LQYLWHG FRPPHQWV RQ WKHLU SURSRVHG LVVXHV SDSHU ³3UHVHUYLQJ WKH ,QWHJULW\ RI 5HVHDUFK´1 7KH

GRFXPHQW LQGLFDWHV WKDW $,05= ³LV FRQFHUQHG WKDW WKH GHWHULRUDWLRQ RI LQYHVWRU FRQILGHQFH LQ WKH

REMHFWLYLW\ RI VHOO0VLGH UHVHDUFK/ VKRXOG LW FRQWLQXH/ FRXOG JUHDWO\ XQGHUPLQH WKH LQWHJULW\ RI WKLV UHVHDUFK

DQG KDUP WKH UHSXWDWLRQ RI WKH HQWLUH LQYHVWPHQW SURIHVVLRQ1 0DUNHW SDUWLFLSDQWV KDYH D PXWXDO
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UHVSRQVLELOLW\ WR FUHDWH DQG PDLQWDLQ DQ HQYLURQPHQW WKDW HQDEOHV UHVHDUFK DQDO\VWV WR IXOILOO WKHLU

UHVSRQVLELOLWLHV ZLWK LQGHSHQGHQFH DQG REMHFWLYLW\/ H[HUFLVH GXH GLOLJHQFH DQG WKRURXJKQHVV LQ FRQGXFWLQJ

UHVHDUFK/ SURYLGH LQYHVWPHQW UHFRPPHQGDWLRQV WKDW KDYH D UHDVRQDEOH DQG DGHTXDWH EDVLV DQG IXOO\

FRQYH\ WKHLU WUXH RSLQLRQ1 2QO\ LI WKH LQYHVWLQJ SXEOLF EHOLHYHV WKDW WKH LQIRUPDWLRQ DYDLODEOH WR WKHP LV

IDLU/ DFFXUDWH/ DQG WUDQVSDUHQW FDQ WKH\ KDYH FRQILGHQFH LQ WKH LQWHJULW\ RI WKH ILQDQFLDO PDUNHWV DQG WKH

LQYHVWPHQW SURIHVVLRQDOV ZKR VHUYH WKHP1´ 47 7KH SDSHU WKHQ GLVFXVVHV SRWHQWLDO FRQIOLFWV RI LQWHUHVW IRU

VHOO0VLGH DQDO\VWV WKDW ³PD\ ELDV WKHLU UHVHDUFK UHSRUWV DQG UHFRPPHQGDWLRQV´1 48

%HIRUH ZH DGGUHVV WKH FRQIOLFWV RI LQWHUHVW LGHQWLILHG E\ LQYHVWRUV/ UHJXODWRUV/ SROLWLFLDQV/ WKH SUHVV/

DFDGHPLFV/ DQG WKH LQGXVWU\ LWVHOI/ ZH ILUVW GHVFULEH WKH UROHV RI DQDO\VWV/ WKHLU UHVHDUFK SURGXFWV/ DQG WKH

YDOXH WKH\ SURYLGH WR LQYHVWRUV1

,,1 7KH %URNHUDJH $QDO\VW¶V 5HVHDUFK 3URGXFW

$1 :KDW GR DQDO\VWV GR"

-HJDGHHVK/ .LP/ .ULVFKH/ DQG /HH HVWLPDWH WKDW WKHUH DUH PRUH WKDQ 6/333 VHOO0VLGH DQDO\VWV LQ WKH 8QLWHG

6WDWHV149 ,Q LWV $XJXVW 5334 UHVHDUFK UHSRUW ³7KH 5ROHV DQG 5HVSRQVLELOLWLHV RI 6HFXULWLHV $QDO\VWV´/ WKH

6HFXULWLHV ,QGXVWU\ $VVRFLDWLRQ SURYLGHV WKH IROORZLQJ MRE GHVFULSWLRQ IRU EURNHUDJH DQDO\VWV= ³$

VHFXULWLHV DQDO\VW/ JHQHUDOO\ HPSOR\HG E\ D EURNHUDJH ILUP/ EDQN RU LQYHVWPHQW LQVWLWXWLRQ/ KDV WKH

SULQFLSDO WDVN RI SHUIRUPLQJ GLOLJHQW DQG WKRURXJK LQYHVWLJDWLRQV RI VSHFLILF VHFXULWLHV/ FRPSDQLHV DQG

LQGXVWULHV1 7KH UHVXOWV RI WKHVH LQYHVWLJDWLRQV DUH SUHVHQWHG DV D UHVHDUFK UHSRUW/ ZKLFK VHUYHV DV D EDVLV

IRU PDNLQJ DQ LQYHVWPHQW UHFRPPHQGDWLRQ1 $QDO\VWV H[DPLQH DOO DVSHFWV RI WKH FXUUHQW DQG SURVSHFWLYH

ILQDQFLDO FRQGLWLRQ RI FHUWDLQ SXEOLFO\ WUDGHG FRPSDQLHV1 7KHVH H[DPLQDWLRQV VKRXOG FRYHU DOO SHUWLQHQW

SXEOLFO\ DYDLODEOH LQIRUPDWLRQ DERXW WKH FRPSDQ\ DQG LWV EXVLQHVVHV1 7KLV LQFOXGHV/ EXW LV KDUGO\ OLPLWHG

WR ILQDQFLDO VWDWHPHQWV/ UHVHDUFK RQ WKH FRPSDQ\/ LQGXVWU\/ SURGXFW RU VHFWRU/ DQG SXEOLF VWDWHPHQWV E\

DQG LQWHUYLHZV RI H[HFXWLYHV RI WKH FRPSDQ\/ LWV FXVWRPHUV DQG VXSSOLHUV1 7KH DQDO\VLV DQG RSLQLRQV DUH

JHQHUDOO\ SUHVHQWHG RQ D UHODWLYH EDVLV 00 FRPSDULQJ FRPSDQLHV¶ SHUIRUPDQFH ZLWKLQ D VHFWRU RU
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LQGXVWU\1´4: 7KH UHSRUW QRWHV WKH GLVWLQFWLRQ EHWZHHQ DQDO\VW DQG ILQDQFLDO DGYLVRU/ VWDWLQJ= ³$OWKRXJK

DQDO\VWV IRFXV RQ D FRPSDQ\¶V YDOXH DV DQ LQYHVWPHQW/ LW LV QRW WKHLU MRE WR DGYLVH LQGLYLGXDO LQYHVWRUV RQ

WKHLU SRUWIROLR KROGLQJV1 7KDW LV WKH UHVSRQVLELOLW\ RI WKH ILQDQFLDO DGYLVRUV DQG/ RI FRXUVH/ WKH LQYHVWRUV

WKHPVHOYHV/ ZKR DUH IDPLOLDU ZLWK LQYHVWRUV¶ SRUWIROLRV/ LQYHVWPHQW REMHFWLYHV DQG ULVN SUHIHUHQFHV1´ 4;

'HVFULELQJ WKH H[SHFWDWLRQV RI DQDO\VWV¶ SURIHVVLRQDO FRQGXFW/ WKH UHSRUW LQGLFDWHV WKDW= ³$QDO\VWV DUH

H[SHFWHG WR FRQIRUP WR LQGLYLGXDO ILUP DQG LQGXVWU\ JXLGHOLQHV IRU WKH SUHSDUDWLRQ DQG GLVVHPLQDWLRQ RI

WKHVH UHSRUWV DV ZHOO DV WR FRGHV RI SURIHVVLRQDO FRQGXFW1´ 4< 7KH UHSRUW IRRWQRWHV WKDW WKHVH FRGHV DUH

WKRVH SURYLGHG E\ WKH $VVRFLDWLRQ IRU ,QYHVWPHQW 0DQDJHPHQW 5HVHDUFK¶V 4<<< ³6WDQGDUGV RI 3UDFWLFHV

+DQGERRN´1

0LFKDHO\ DQG :RPDFN FDWHJRUL]H DQDO\VWV¶ ³LQIRUPDWLRQ GLVVHPLQDWLRQ WDVNV´ DV=

41, FROOHFWLQJ QHZ LQIRUPDWLRQ RQ WKH LQGXVWU\ RU LQGLYLGXDO VWRFN IURP FXVWRPHUV/ VXSSOLHUV/ DQG

ILUP PDQDJHUV>

51, LQFRUSRUDWLQJ WKLV QHZ LQIRUPDWLRQ LQWR WKHLU DQDO\VLV WR IRUP HDUQLQJV HVWLPDWHV DQG

UHFRPPHQGDWLRQV> DQG

61, SURYLGLQJ UHFRPPHQGDWLRQV DQG ILQDQFLDO PRGHOV WR WKHLU FXVWRPHUV WKURXJK RUDO RU ZULWWHQ

UHSRUWV1 53

$QDO\VWV W\SLFDOO\ FRYHU WKH VWRFNV RI D KDQGIXO WR VHYHUDO GR]HQ FRPSDQLHV/ RIWHQ VSHFLDOL]LQJ LQ D

SDUWLFXODU LQGXVWU\ VHFWRU1 $OWKRXJK DQDO\VWV DUH QRW ILQDQFLDO DGYLVRUV/ WKH\ W\SLFDOO\ DVVLJQ D TXDVL0

QXPHULFDO UDWLQJ/ RU ³UHFRPPHQGDWLRQ´/ IRU WKH VWRFN RI HDFK FRPSDQ\ WKH\ FRYHU1 ([DPSOHV RI

UHFRPPHQGDWLRQ FDWHJRULHV DUH ³VWURQJ EX\´/ ³EX\´/ ³KROG´/ DQG ³VHOO´1 5HFRPPHQGDWLRQ QRPHQFODWXUHV

YDU\ DPRQJ EURNHUDJH ILUPV1 (DFK DQDO\VW DOVR XVXDOO\ PDLQWDLQV D ³EX\ OLVW´/ ZKLFK IUHTXHQWO\ LQFOXGHV

VRPH EXW QRW DOO RI WKH FRPSDQLHV KH FRYHUV1

0LFKDHO\ DQG :RPDFN LQGLFDWH WKDW PRVW DQDO\VWV¶ UHFRPPHQGDWLRQV/ VXFK DV QHZ ³EX\´

UHFRPPHQGDWLRQV/ ³DUH XVXDOO\ VFUXWLQL]HG E\ D UHVHDUFK RYHUVLJKW FRPPLWWHH RU WKH OHJDO GHSDUWPHQW RI

WKH EURNHUDJH ILUP EHIRUH UHOHDVH´154 $V D UHVXOW/ WKH DQDO\VW PD\ KDYH SODQQHG WR PDNH WKH



:

UHFRPPHQGDWLRQ IRU VHYHUDO GD\V RU ZHHNV EHIRUH LW FRXOG EH UHOHDVHG WR FXVWRPHUV1 +RZHYHU/ ZKHQ

DQDO\VWV UHPRYH VWRFNV IURP WKHLU ³EX\´ OLVWV/ WKH\ RIWHQ GR VR LQ UHVSRQVH WR XUJHQW LQIRUPDWLRQ1

,Q WKHLU 5334 ,QYHVWRU $OHUW ³$QDO\]LQJ $QDO\VW 5HFRPPHQGDWLRQV´/ WKH 6(&¶V 2IILFH RI ,QYHVWRU

(GXFDWLRQ DQG $VVLVWDQFH HPSKDVL]HV WKH SRZHU WKDW DQDO\VWV FDQ KDYH RQ VWRFN SULFHV= ³7KH\ >DQDO\VWV@

H[HUW FRQVLGHUDEOH LQIOXHQFH LQ WRGD\¶V PDUNHWSODFH1 $QDO\VWV¶ UHFRPPHQGDWLRQV RU UHSRUWV FDQ LQIOXHQFH

WKH SULFH RI D FRPSDQ\¶V VWRFN ± HVSHFLDOO\ ZKHQ WKH UHFRPPHQGDWLRQV DUH ZLGHO\ GLVVHPLQDWHG WKURXJK

WHOHYLVLRQ DSSHDUDQFHV RU WKURXJK RWKHU HOHFWURQLF DQG SULQW PHGLD1 7KH PHUH PHQWLRQ RI D FRPSDQ\ E\ D

SRSXODU DQDO\VW FDQ WHPSRUDULO\ FDXVH LWV VWRFN WR ULVH RU IDOO ± HYHQ ZKHQ QRWKLQJ DERXW WKH FRPSDQ\¶V

SURVSHFWV RU IXQGDPHQWDOV UHFHQWO\ KDV FKDQJHG1´ 55

$FDGHPLF UHVHDUFK GRFXPHQWV WKDW DQDO\VWV¶ UHFRPPHQGDWLRQV DUH DVVRFLDWHG ZLWK VXEVWDQWLDO LPSDFWV

RQ VWRFN SULFHV/ ERWK LQ WKH VKRUW UXQ DQG IRU ZHHNV DIWHU DQDO\VWV¶ FKDQJHV LQ UHFRPPHQGDWLRQ1 :RPDFN

ILQGV WKDW QHZ UHFRPPHQGDWLRQ FKDQJHV VXFK DV ³DGGHG WR WKH EX\ OLVW´ DQG ³UHPRYHG IURP WKH EX\ OLVW´

KDYH VLJQLILFDQW LPSDFWV RQ ERWK SULFH DQG YROXPH1 )RU H[DPSOH/ RQ WKH GD\ DQ DQDO\VW DW D PDMRU

EURNHUDJH ILUP LVVXHV D QHZ EX\ UHFRPPHQGDWLRQ +XSJUDGLQJ LW IURP D ORZHU UDWLQJ FDWHJRU\,/ WKH VWRFN¶V

SULFH LQFUHDVHV 6 SHUFHQW DQG LWV WUDGLQJ YROXPH LV WZLFH QRUPDO/ RQ DYHUDJH1 56

+LVWRULFDOO\/ DQDO\VWV¶ UHSRUWV DQG UHFRPPHQGDWLRQV ZHUH SURYLGHG WR WKHLU LQVWLWXWLRQDO FXVWRPHUV

DQG ZHDOWK\ LQGLYLGXDO FOLHQWV E\ SKRQH/ ID[/ DQG PDLO1 :LWK JURZWK RI WKH ,QWHUQHW LQ WKH PLG04<<3V/

VHFXULWLHV ILUPV LQFUHDVLQJO\ PDGH DQDO\VWV¶ UHSRUWV DQG UHFRPPHQGDWLRQV DYDLODEOH HOHFWURQLFDOO\ WR

LQVWLWXWLRQDO DQG UHWDLO FOLHQWV WKURXJK WKHLU ZHE VLWHV1 0DQ\ DQDO\VWV¶ HDUQLQJV IRUHFDVWV DQG

UHFRPPHQGDWLRQV DUH QRZ UHDGLO\ DYDLODEOH WR WKH JHQHUDO SXEOLF1 )RU H[DPSOH/ WKH 1DVGDT ZHE VLWH

+ZZZ1QDVGDT1FRP, FXUUHQWO\ SURYLGHV WKH DQDO\VW UHFRPPHQGDWLRQV +LQFOXGLQJ XSJUDGHV/ GRZQJUDGHV/

DQG FRYHUDJH LQLWLDWLRQ, IURP <3 ILUPV IRU 1DVGDT0 DQG 1<6(0 OLVWHG VWRFNV/ XSGDWHG 6 WLPHV SHU GD\1 ,W

DOVR SURYLGHV WKH FRQVHQVXV RI DQDO\VWV¶ UHFRPPHQGDWLRQV DQG HDUQLQJV IRUHFDVWV DV ZHOO DV OLVWV RI VWRFNV

ZLWK WKH ODUJHVW SHUFHQWDJH FKDQJH LQ DQDO\VW FRQVHQVXV RI HDUQLQJV IRUHFDVWV DQG ZLWK WKH KLJKHVW QXPEHU

RI DQDO\VWV¶ HDUQLQJV UHYLVLRQV IRU WKH ZHHN1 2WKHU H[DPSOHV RI ,QWHUQHW ZHE VLWHV WKDW SURYLGH DQDO\VWV¶

UHVHDUFK WR WKH SXEOLF DUH &%610DUNHW:DWFK1FRP/ <DKRR$)LQDQFH/ DQG (DUQLQJV1FRP1



;

$QDO\VWV DOVR SOD\ D NH\ UROH LQ LQYHVWPHQW0EDQNLQJ DFWLYLWLHV RI WKHLU EURNHUDJH ILUPV1 7KH 6(&

,QYHVWRU $OHUW QRWHV= ³0DQ\ RI WKH PRUH SRSXODU VHOO0VLGH DQDO\VWV ZRUN IRU SURPLQHQW EURNHUDJH ILUPV

WKDW DOVR SURYLGH LQYHVWPHQW EDQNLQJ VHUYLFHV IRU FOLHQWV ± LQFOXGLQJ FRPSDQLHV ZKRVH VHFXULWLHV WKH\

FRYHU1´ 57 'LVFXVVLQJ DQDO\VWV¶ LQYROYHPHQW ZLWK LQYHVWPHQW EDQNLQJ/ WKH 6,$ UHSRUW VWDWHV= ³$QDO\VWV¶

UROH ZLWK UHJDUG WR FRUSRUDWH ILQDQFLQJ GHSDUWPHQWV YDULHV ZLGHO\ DFURVV ILUPV1 0DQ\ VHFXULWLHV ILUPV GR

QRW GR GXH GLOLJHQFH LQ RUGHU WR IXUWKHU FRUSRUDWH ILQDQFLQJ REMHFWLYHV1 6RPHWLPHV WKRVH GHSDUWPHQWV

KDYH WKHLU RZQ DQDO\VWV1 6HFXULWLHV DQDO\VWV SHUIRUP LQGHSHQGHQW GLOLJHQFH DV D EDODQFH DQG D FKHFN WR

GHWHUPLQH WKH VXLWDELOLW\ RI WKH ILUP SURFHHGLQJ ZLWK WKH XQGHUZULWLQJ GHDO1 $W RWKHU ILUPV/ VHFXULWLHV

DQDO\VWV DVVLVW WKH FRUSRUDWH ILQDQFLQJ GHSDUWPHQWV RI WKHLU ILUPV LQ VHFXULQJ DQG H[HFXWLQJ PDQGDWHV/

VXFK DV SDUWLFLSDWLQJ LQ µURDGVKRZV¶1 7KH PRVW LPSRUWDQW FRQWULEXWLRQ FRPHV LQ DVVLVWLQJ LQ FDUU\LQJ RXW

GXH GLOLJHQFH UHVSRQVLELOLWLHV ZLWK UHJDUG WR LQLWLDO SXEOLF RIIHULQJV/ SULYDWH SODFHPHQWV DQG VHFRQGDU\

RIIHULQJV« 2QO\ D VPDOO VXEVHW RI WKH DQDO\VW FRPPXQLW\/ VSHFLILFDOO\ WKRVH HPSOR\HG E\ XQGHUZULWLQJ

ILUPV/ XQGHUWDNHV WKLV UROH/ ZKLFK UHIOHFWV WKH KLJK FRQFHQWUDWLRQ REVHUYHG LQ WKH XQGHUZULWLQJ EXVLQHVV1

7KH WRS 48 LQYHVWPHQW EDQNLQJ RSHUDWLRQV DFFRXQW IRU PRUH WKDQ <8 SHUFHQW RI DOO OHDG RU FR0PDQDJHG

SRVLWLRQV LQ VHFXULWLHV XQGHUZULWLQJ1´ 58

$Q DQDO\VW¶V DFWLRQV DUH DIIHFWHG E\ WKH JXLGHOLQHV HVWDEOLVKHG E\ KLV LQGLYLGXDO ILUP DV ZHOO DV WKRVH

LPSRVHG E\ VHOI0UHJXODWRU\ DJHQFLHV DQG WKH 6(&1 7KH 6,$ UHSRUW QRWHV= ³,QWHUQDO PRQLWRULQJ RI TXDOLW\

DQG FRPSOLDQFH VWDQGDUGV LV FRPSOHPHQWHG E\ VXSHUYLVRU\ DQG UHJXODWRU\ HIIRUWV RI WKH VHOI0UHJXODWRU\

RUJDQL]DWLRQV/ DOO RI ZKLFK FRPH XQGHU WKH SXUYLHZ RI WKH 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ1´ 59 7KH

UHSRUW IRRWQRWHV WKDW 1<6( 5XOH 7:5 DQG 1$6' 5XOH 5543 DUH SDUWLFXODUO\ DSSOLFDEOH1 7KHVH UXOHV

SURYLGH IRU YDULRXV GLVFORVXUHV RI DQDO\VWV¶ FRQIOLFWV RI LQWHUHVW1 )RU H[DPSOH/ UHVHDUFK UHSRUWV PXVW

GLVFORVH ZKHWKHU WKH DQDO\VW¶V ILUP PDNHV D PDUNHW LQ WKH VWRFN WKH DQDO\VW LV UHFRPPHQGLQJ DQG ZKHWKHU

WKH DQDO\VW¶V ILUP UHFHQWO\ KDV XQGHUZULWWHQ D SXEOLF RIIHULQJ IRU WKH FRPSDQ\ WKH DQDO\VW LV ZULWLQJ DERXW1

%1 'R DQDO\VW UHFRPPHQGDWLRQV KDYH LQYHVWPHQW YDOXH"



<

$V GHVFULEHG DERYH/ RQH RI WKH PRVW ZLGHO\ GLVVHPLQDWHG DQG YLVLEOH UHVHDUFK SURGXFWV WKDW EURNHUDJH

DQDO\VWV SURYLGH DUH WKHLU VWRFN UHFRPPHQGDWLRQV1 %URNHUDJH KRXVH FOLHQWV SUHVXPDEO\ DVVXPH WKDW XVLQJ

WKLV LQIRUPDWLRQ ZLOO LPSURYH WKHLU LQYHVWPHQW UHWXUQV1 ,Q FRQWUDVW/ VRPH UHVHDUFK DFDGHPLFV KDYH DUJXHG

WKDW PDUNHWV DUH VHPL0VWURQJ HIILFLHQW= SULFHV LQFRUSRUDWH DOO SXEOLFO\ DYDLODEOH LQIRUPDWLRQ/ DQG/

WKHUHIRUH/ LQYHVWRUV ZKR XVH VXFK LQIRUPDWLRQ/ VXFK DV DQDO\VWV¶ HDUQLQJV IRUHFDVWV DQG UHFRPPHQGDWLRQV/

ZLOO QRW EH DEOH WR HDUQ DERYH0DYHUDJH UHWXUQV1

:RPDFN DQDO\]HG DQDO\VWV¶ UHFRPPHQGDWLRQV LQ VRPH GHWDLO IRU D ODUJH VDPSOH RI PDMRU LQYHVWPHQW

EDQNV¶ UHFRPPHQGDWLRQV LQ WKH HDUO\ 4<<3V15: :RPDFN ILQGV WKDW SULFHV UHDFW LPPHGLDWHO\ IROORZLQJ

UHFRPPHQGDWLRQV DQG FRQWLQXH WR GULIW LQ WKH GLUHFWLRQ UHFRPPHQGHG E\ WKH DQDO\VWV IRU RQH WR VHYHUDO

PRQWKV IROORZLQJ FKDQJHV LQ UHFRPPHQGDWLRQV/ FUHDWLQJ SRWHQWLDOO\ SURILWDEOH WUDGLQJ VWUDWHJLHV1 3ULFHV

UHDFW WR ERWK EX\ DQG VHOO UHFRPPHQGDWLRQV LQ WKH GLUHFWLRQ SUHGLFWHG/ EXW ZLWK VHOO UHFRPPHQGDWLRQV/

LQLWLDO SULFH FKDQJHV DUH JUHDWHU LQ PDJQLWXGH DQG SULFHV GULIW +GRZQ, IRU ORQJHU1 8VLQJ D VLPLODU

DSSURDFK/ 6WLFNHO ILQGV VLPLODU UHVXOWV/ FRQILUPLQJ WKH SRWHQWLDO EHQHILW RI WUDGLQJ VWUDWHJLHV EDVHG RQ

DQDO\VW UHFRPPHQGDWLRQ XSJUDGHV DQG GRZQJUDGHV1 5;

,Q D GLIIHUHQW WHVW RI ZKHWKHU UHFRPPHQGDWLRQV KDYH LQYHVWPHQW YDOXH/ %DUEHU/ /HKDY\/0F1LFKROV/

DQG 7UXHPDQ H[DPLQH ZKHWKHU LQYHVWRUV FDQ HDUQ DEQRUPDO UHWXUQV LI WKH\ XVH WUDGLQJ VWUDWHJLHV EDVHG RQ

WKH FRQVHQVXV OHYHO +DYHUDJH UDWLQJ, RI DQDO\VWV¶ VWRFN UHFRPPHQGDWLRQV15< 8VLQJ VWRFN UHFRPPHQGDWLRQV

IURP WKH =DFNV 'DWDEDVH IRU 4<;9 WR 4<<8/ WKH\ FRQVWUXFW K\SRWKHWLFDO SRUWIROLRV WR PRGHO VWUDWHJLHV LQ

ZKLFK LQYHVWRUV DGMXVW WKHLU SRUWIROLRV HDFK GD\ WR EH ORQJ VWRFNV ZLWK WKH PRVW IDYRUDEOH FRQVHQVXV

UHFRPPHQGDWLRQV RU VKRUW VWRFNV ZLWK WKH OHDVW IDYRUDEOH FRQVHQVXV UHFRPPHQGDWLRQV1 7KHVH SRUWIROLRV

HDUQ DERYH DYHUDJH UHWXUQV EHIRUH WDNLQJ LQWR DFFRXQW WUDQVDFWLRQV FRVWV1 $IWHU DFFRXQWLQJ IRU

WUDQVDFWLRQV FRVWV DQG ULVN/ %DUEHU HW DO FRQFOXGH LQYHVWRUV PLJKW QRW HDUQ EHWWHU WKDQ DYHUDJH QHW UHWXUQV

XVLQJ WKHVH VWUDWHJLHV163 $ UHFRQFLOLDWLRQ RI WKH UHVXOWV MXVW GHVFULEHG LV WKDW WKH YDOXH RI EURNHUDJH

LQIRUPDWLRQ LV VKRUW0OLYHG/ GLVVLSDWLQJ RYHU RQH WR VL[ PRQWKV1 7KHUHIRUH/ WKH DYHUDJH OHYHO RI

UHFRPPHQGDWLRQ KDV OLWWOH LQYHVWPHQW YDOXH/ EXW WKH FKDQJHV LQ OHYHO +XSJUDGHV DQG GRZQJUDGHV, DUH

YDOXDEOH IRU D OLPLWHG WLPH1
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$QRWKHU VWXG\ E\ %DUEHU/ /HKDY\/0F1LFKROV/ DQG 7UXHPDQ XSGDWHV WKH DQDO\VLV RI UHFRPPHQGDWLRQV

WKURXJK 5333164 ,QWHUHVWLQJO\/ IRU WKH \HDU 5333/ WKH PDUNHW0DGMXVWHG UHWXUQ RI WKH SRUWIROLR RI PRVW

IDYRUDEO\ UHFRPPHQGHG VWRFNV LV QHJDWLYH 6415(/ ZKLFK LV PRUH WKDQ ILYH VWDQGDUG GHYLDWLRQV ORZHU WKDQ

WKH DYHUDJH DQQXDO PDUNHW0DGMXVWHG UHWXUQ RQ WKH PRVW KLJKO\ IDYRUDEOH VWRFNV LQ WKH RWKHU 47 \HDUV1

3HUKDSV HYHQ PRUH RGG LV WKDW IRU WKH \HDU 5333/ XQOLNH DQ\ RWKHU \HDUV/ WKH PDUNHW0DGMXVWHG UHWXUQV RI WKH

OHDVW IDYRUDEO\ UHFRPPHQGHG SRUWIROLR RI VWRFNV H[FHHGHG WKH PDUNHW0DGMXVWHG UHWXUQV RI WKH PRVW

IDYRUDEO\ UHFRPPHQGHG SRUWIROLR RI VWRFNV1

5HVHDUFKHUV KDYH GRFXPHQWHG DQ RSWLPLVP ELDV LQ WKH UHFRPPHQGDWLRQ OHYHOV RI DQDO\VWV165

6SHFLILFDOO\/ DQDO\VWV WHQG WR LVVXH PRUH UHFRPPHQGDWLRQV WR EX\ VWRFNV WKDQ WR VHOO VWRFNV1 %DUEHU HW DO

ILQG 8714( RI DQDO\VWV¶ UHFRPPHQGDWLRQV DUH ³VWURQJ EX\´ RU ³EX\´ LQ WKH SHULRG 4<;9 WR 4<<8 ZKLOH

RQO\ 918( DUH ³VWURQJ VHOO´ RU ³VHOO´1 %DUEHU HW DO ILQG WKH UDWLR RI EX\V WR VHOOV LQFUHDVHV GXULQJ 4<<9 WR

5333166 :KLOH ³VWURQJ EX\´ DQG ³EX\´ UHFRPPHQGDWLRQV LQFUHDVH IURP 9816( LQ 4<<9 WR :31;( LQ 5333/

³VWURQJ VHOO´ DQG ³VHOO´ UHFRPPHQGDWLRQV GHFUHDVH IURP 617( LQ 4<<9 WR 41;( LQ 53331 67

,,,1 7KH &RQFHUQV DERXW $QDO\VW ,QGHSHQGHQFH DQG 2EMHFWLYLW\

3HUKDSV LW LV QRW VXUSULVLQJ JLYHQ WKH SRRU SHUIRUPDQFH RI WKH VWRFN PDUNHW LQ JHQHUDO DQG RI DQDO\VWV¶

UHFRPPHQGDWLRQV IRU WKH \HDU 5333 WKDW DQDO\VWV¶ LQGHSHQGHQFH DQG REMHFWLYLW\ ZRXOG FRPH XQGHU DWWDFN

LQ 53341 $OWKRXJK D YDULHW\ RI FULWLFLVPV KDYH EHHQ OHYHOHG DJDLQVW DQDO\VWV¶ LQGHSHQGHQFH DQG

REMHFWLYLW\/ WKH LPSRUWDQW LVVXHV FDQ JHQHUDOO\ EH FDWHJRUL]HG DV FRQFHUQV WKDW DQDO\VWV DUH LQIOXHQFHG E\=

41, ,QWHUQDO SUHVVXUHV IURP WKH DQDO\VW¶V ILUP/ SDUWLFXODUO\ ZLWK UHVSHFW WR LQFUHDVLQJ EURNHUDJH

FRPPLVVLRQV/ LQYHVWPHQW EDQNLQJ EXVLQHVV/ RU SURSULHWDU\ WUDGLQJ SURILWV1

51, 3UHVVXUHV IURP WKH PDQDJHPHQW RI WKH FRPSDQLHV WKH DQDO\VW FRYHUV1

61, 3UHVVXUHV IURP WKH DQDO\VW¶V LQVWLWXWLRQDO LQYHVWRU FOLHQWV1

71, &RQIOLFWV FUHDWHG E\ WKH DQDO\VW¶V SHUVRQDO LQYHVWPHQWV1
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81, 7KH DQDO\VW¶V ³FRJQLWLYH IDLOXUHV´ VXFK DV DQ ³LQVLGH YLHZ´ RU DQ ³RYHUUHDFWLRQ WR LQIRUPDWLRQ

VKRFNV´1

91, ,QIOXHQFH E\ RU FRPSHWLWLRQ ZLWK WKH UHVHDUFK RSLQLRQV RI RWKHU VHOO0VLGH DQDO\VWV1

$OWKRXJK WKHVH FRQFHUQV PD\ KDYH IRXQG D ZLGHU DQG PRUH FULWLFDO DXGLHQFH LQ 5334/ WKH\ DUH QRW QHZ1

,Q WKH IROORZLQJ VHFWLRQV/ ZH H[DPLQH HDFK RI WKHVH FRQFHUQV DORQJ ZLWK UHOHYDQW HPSLULFDO HYLGHQFH DQG

DFDGHPLF UHVHDUFK1

$1 7KH REMHFWLYHV RI WKH DQDO\VW¶V ILUP

7KH LQFRPH RI IXOO0VHUYLFH EURNHUDJH ILUPV LV SULPDULO\ GHULYHG IURP WKUHH VRXUFHV=

4, EURNHUDJH DFWLYLWLHV/ 5, FRUSRUDWH ILQDQFLQJ DFWLYLWLHV/ DQG 6, SURSULHWDU\ WUDGLQJ1 (DFK RI WKHVH

DFWLYLWLHV FDQ FUHDWH FRQIOLFWV RI LQWHUHVW IRU DQDO\VWV1

$141 %URNHUDJH EXVLQHVV FRQIOLFWV

7KH 6(& QRWHV WKDW DQDO\VWV PD\ EH HQFRXUDJHG WR ZULWH ³SRVLWLYH´ UHSRUWV EHFDXVH WKH\ ³FDQ WULJJHU

KLJKHU WUDGLQJ YROXPHV/ UHVXOWLQJ LQ JUHDWHU FRPPLVVLRQV´168 7KH DUJXPHQW LV WKDW ZKLOH WKH EURNHUDJH

ILUP¶V VDOHV IRUFH FDQ DSSURDFK DQ\ FOLHQW ZLWK D ³EX\´ UHFRPPHQGDWLRQ DQG HQFRXUDJH D WUDGH/ PDQ\

FOLHQWV DUH UHOXFWDQW RU DUH XQDEOH WR VHOO VKRUW1 $V D UHVXOW/ XQOHVV WKH FOLHQW DOUHDG\ RZQV WKH VWRFN LQ KLV

SRUWIROLR/ D ³VHOO´ UHFRPPHQGDWLRQ LV OHVV OLNHO\ WR JHQHUDWH D WUDGLQJ FRPPLVVLRQ1

0LFKDHO\ DQG :RPDFN ZULWH WKDW DOWKRXJK DQ DQDO\VW¶V FRPSHQVDWLRQ PD\ EH VRPHZKDW DIIHFWHG E\

KLV LQIOXHQFH RQ KLV ILUP¶V WUDGLQJ FRPPLVVLRQV/ LW LV RIWHQ GLIILFXOW WR DVVHVV KLV FRQWULEXWLRQ WR WUDGLQJ

YROXPH169 ,QVWLWXWLRQDO LQYHVWRUV LQ SDUWLFXODU WU\ WR PLQLPL]H WUDGLQJ FRVWV DQG/ WKHUHIRUH/ RIWHQ PDNH

WKHLU GHFLVLRQV DV WR ZKHUH WR H[HFXWH WKHLU WUDGHV LQGHSHQGHQW RI ZKHUH WKH\ REWDLQ WKH EHVW UHVHDUFK

VHUYLFHV1
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%URNHUDJH FRPPLVVLRQV/ LQFUHDVLQJO\ XQGHU SUHVVXUH DV D UHVXOW RI FRPSHWLWLRQ IURP GLVFRXQW EURNHUV

DQG HOHFWURQLF WUDGLQJ/ QRZ SDOH LQ FRPSDULVRQ WR FRUSRUDWH ILQDQFLQJ UHYHQXHV DQG LQYHVWPHQW EDQNLQJ

IHHV1 &LWLQJ 6,$ VWDWLVWLFV IRU 4<<</ ,QVWLWXWLRQDO ,QYHVWRU QRWHV WKDW WRWDO WUDGLQJ FRPPLVVLRQV DW PDMRU

ILUPV DQG QDWLRQDO EURNHUDJHV ZDV '<18 ELOOLRQ FRPSDUHG ZLWK DERXW '5719 ELOOLRQ LQ LQYHVWPHQW EDQNLQJ

IHHV16:

$151 &RUSRUDWH ILQDQFLQJ EXVLQHVV FRQIOLFWV

&RUSRUDWH ILQDQFLQJ DFWLYLWLHV W\SLFDOO\ LQFOXGH LQYHVWPHQW0EDQNLQJ VHUYLFHV VXFK DV DGYLVLQJ DQG

DVVLVWLQJ ZLWK LQLWLDO SXEOLF RIIHULQJV +³,32V´,/ VHDVRQHG HTXLW\ RIIHULQJV +³6(2V´,/ DQG PHUJHUV DQG

DFTXLVLWLRQV1 ,Q LWV 2FWREHU 5333 LVVXH/ ,QVWLWXWLRQDO ,QYHVWRU ZULWHV= ³)RU \HDUV/ LQYHVWRUV KDYH PXWWHUHG

DERXW WKH LQFUHDVLQJ DPRXQW RI WLPH >VHOO0VLGH@ DQDO\VWV VSHQG KXVWOLQJ EDQNLQJ EXVLQHVV ± FRPSURPLVLQJ

WKH TXDOLW\ RI UHVHDUFK ZKLOH GUDPDWLFDOO\ ERRVWLQJ WKHLU DQQXDO SD\ SDFNDJHV1 7KLV \HDU/ ZLWK HTXLW\

PDUNHWV VDJJLQJ DQG WKH 0)$ DQG XQGHUZULWLQJ EXVLQHVVHV VRDULQJ/ WKH PXWWHULQJ KDV EHFRPH DQ

RXWFU\1´ 6;

5HFHQWO\ WKH 6(&/ SDUWLFXODUO\ FRQFHUQHG DERXW SRWHQWLDO FRQIOLFWV RI LQWHUHVWV IDFHG E\ DQDO\VWV IURP

WKH LQYHVWPHQW EDQNLQJ VLGH RI WKH EXVLQHVV/ FRQGXFWHG LQWHUYLHZV RI EURNHUDJH ILUPV/ LQFOXGLQJ HLJKW RI

WKH WRS 45 XQGHUZULWHUV LQ WHUPV RI WKH QXPEHU RI QHZ LVVXHV XQGHUZULWWHQ LQ 53331 $FWLQJ &KDLUPDQ

/DXUD 8QJHU UHSRUWHG VRPH RI WKH 6(&¶V SUHOLPLQDU\ UHVXOWV GXULQJ WKH +RXVH 6XEFRPPLWWHH KHDULQJV LQ

-XO\ 53341 )LUPV WROG WKH 6(& WKDW UHVHDUFK DQDO\VWV ZHUH LPSRUWDQW SDUWLFLSDQWV LQ LQYHVWPHQW EDQNLQJ/

³FRQVXOWLQJ RQ SRVVLEOH PHUJHUV/ DFTXLVLWLRQV DQG FRUSRUDWH ILQDQFH GHDOV/ SDUWLFLSDWLQJ LQ URDG VKRZV DQG

LQLWLDWLQJ UHVHDUFK FRYHUDJH RQ SURVSHFWLYH LQYHVWPHQW EDQNLQJ FOLHQWV1´ ,QYHVWPHQW EDQNLQJ ODUJHO\

GHWHUPLQHG WKH FRPSHQVDWLRQ SRRO IRU DQDO\VWV DW PDQ\ RI WKH ILUPV WKH 6(& LQWHUYLHZHG/ DQG

³LQYHVWPHQW EDQNHUV DW VRPH ILUPV DUH LQYROYHG LQ HYDOXDWLQJ WKH ILUP¶V UHVHDUFK DQDO\VWV WR GHWHUPLQH

WKHLU FRPSHQVDWLRQ´16<
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7KH 6(& DOVR UHSRUWHG ³UHVHDUFK DQDO\VWV ZHUH VLJQLILFDQWO\ LQYROYHG ZLWK VWDUW0XS FRPSDQLHV ZHOO

EHIRUH WKH FRPSDQLHV KDG HVWDEOLVKHG DQ LQYHVWPHQW EDQNLQJ UHODWLRQVKLS ZLWK D EURNHU0GHDOHU´1 $QDO\VW

DFWLYLWLHV ³W\SLFDOO\ LQFOXGHG HVWDEOLVKLQJ DQ LQLWLDO UHODWLRQVKLS ZLWK WKH FRPSDQ\/ UHYLHZLQJ WKH

FRPSDQ\¶V RSHUDWLRQV/ DQG SURYLGLQJ LQIRUPDO VWUDWHJLF DGYLFH´1 7KH 6(& IRXQG WKDW RIWHQ WKH FRPSDQLHV

SHUPLW DQDO\VWV WR LQYHVW LQ D SULYDWH VWDNH LQ WKH FRPSDQ\ EHIRUH VKDUHV DUH DYDLODEOH WR WKH JHQHUDO

SXEOLF1 7KH 6(& IRXQG WKDW ³LI WKH FRPSDQ\ ZHQW SXEOLF DQG WKH DQDO\VW¶V ILUP XQGHUZURWH WKH ,32/ WKH

DQDO\VW DOZD\V LVVXHG SRVLWLYH UHVHDUFK RQ WKH FRPSDQ\ 1́73

)LUPV RIWHQ DVVLJQ UHVHDUFK DQDO\VWV WR FRYHU FRPSDQLHV WKH ILUPV KDYH XQGHUZULWWHQ1 7KH 6(& IRXQG

WKDW IRU 63; RI WKH 64: ,32V WKH\ DQDO\]HG GXULQJ WKH VWXG\/ WKH XQGHUZULWLQJ ILUP ODWHU SURYLGHG UHVHDUFK

FRYHUDJH174

,Q RUGHU WR SUHYHQW SULYDWH HTXLW\ KROGHUV IURP VHOOLQJ WKHLU VWRFN VRRQ DIWHU WKH ,32/ SRWHQWLDOO\

GHSUHVVLQJ WKH VWRFN¶V SULFH/ PDQ\ XQGHUZULWHUV QHJRWLDWH ORFN0XS DJUHHPHQWV IURP WKHVH VKDUHKROGHUV IRU

D SUH0DJUHHG WLPH DIWHU WKH ,321 7KH 6(& H[DPLQHG ORFN0XS DJUHHPHQWV IRU <: FRPSDQLHV LQ ZKLFK WKH

XQGHUZULWLQJ ILUP RU RQH RI WKH ILUP¶V DQDO\VWV RZQHG VWRFN1 7KH 6(& IRXQG WKH ILUP¶V VHOO0VLGH DQDO\VW

PDGH D ³EX\´ UHFRPPHQGDWLRQ ZLWKLQ D ZHHN SULRU WR WKH ORFN0XS H[SLUDWLRQ LQ 59 RI WKHVH FDVHV1 7KH

6(& QRWHG WKDW WKHVH W\SHV RI UHSRUWV +VRPHWLPHV UHIHUUHG WR DV ³ERRVWHU VKRWV´, ³PD\ JHQHUDWH EX\LQJ

LQWHUHVW LQ WKH VWRFN DQG KHOS LQFUHDVH WKH VWRFN SULFH ZKLOH WKH ILUP/ WKH ILUP¶V FOLHQWV/ RU WKH DQDO\VWV VHOO

WKHLU VKDUHV´1 75

:KHQ WKH 6(& DVNHG WR ZKDW H[WHQW D ILUP¶V LQYHVWPHQW EDQNLQJ JURXS LQIOXHQFHV DQDO\VWV¶ UHVHDUFK/

³VL[ ILUPV VWDWHG WKDW DW WLPHV DQDO\VWV SURYLGH LQYHVWPHQW EDQNHUV DQG FOLHQW PDQDJHPHQW ZLWK DGYDQFH

QRWLFH RI SHQGLQJ FKDQJH LQ WKH DQDO\VW¶V UHFRPPHQGDWLRQV´1 7KH 6(& QRWHG/ KRZHYHU/ WKDW WKH ILUPV

LQGLFDWHG LQYHVWPHQW EDQNHUV GLG QRW KDYH WKH ³DXWKRULW\ WR VWRS DQ DQDO\VW IURP GRZQJUDGLQJ D SDUWLFXODU

FRPSDQ\¶V UDWLQJ´176

$FDGHPLF UHVHDUFKHUV KDYH GRFXPHQWHG VHYHUDO UHDVRQV ZK\ XQGHUZULWHU DQDO\VWV PD\ SURYLGH

RSWLPLVWLF UHVHDUFK1 .ULJPDQ/ 6KDZ/ DQG :RPDFN VWXG\ 8:; FRPSDQLHV WKDW ZHQW SXEOLF EHWZHHQ 4<<6

DQG 4<<8 DQG FRQGXFWHG DQ 6(2 ZLWKLQ WKUHH \HDUV RI WKHLU ,32177 7KH 6(2 EXVLQHVV FDQ EH D OXFUDWLYH
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RQH IRU XQGHUZULWHUV= .ULJPDQ HW DO HVWLPDWH WKHVH FRPSDQLHV SDLG DERXW '5 ELOOLRQ LQ IHHV WR

XQGHUZULWHUV1 $OPRVW D WKLUG RI WKH FRPSDQLHV VZLWFK XQGHUZULWHUV/ KRZHYHU1 6SHFLILFDOO\/ WKH\ VHOHFW D

OHDG XQGHUZULWHU IRU WKH 6(2 GLIIHUHQW IURP WKH OHDG XQGHUZULWHU RI WKHLU ,321 .ULJPDQ HW DO FRQFOXGH D

NH\ UHDVRQ FRPSDQLHV VZLWFK XQGHUZULWHUV LV WR ³EX\ DGGLWLRQDO DQG LQIOXHQWLDO DQDO\VW FRYHUDJH IURP WKH

QHZ OHDG XQGHUZULWHU´1 78

.ULJPDQ HW DO DOVR VXUYH\ WKH FKLHI ILQDQFLDO RIILFHUV DQG FKLHI H[HFXWLYH RIILFHUV RI WKH FRPSDQLHV

ZKR VZLWFK1 0RUH WKDQ KDOI RI WKH GHFLVLRQ PDNHUV LQ WKHLU VXUYH\ FLWH WKH TXDOLW\ DQG UHSXWDWLRQ RI WKH

XQGHUZULWLQJ ILUP¶V UHVHDUFK GHSDUWPHQW DQG DQDO\VWV DV RQH RI WKH WRS WKUHH UHDVRQV IRU VHOHFWLQJ WKH OHDG

XQGHUZULWHU IRU WKH ,321 7KLV UHVXOW VXJJHVWV WKDW FRPSDQLHV H[SHFW WKHLU XQGHUZULWHUV WR SURYLGH SRVLWLYH

DQDO\VW FRYHUDJH IROORZLQJ WKH ,321 7KHVH GHFLVLRQ PDNHUV JHQHUDOO\ SUDLVH WKH VHUYLFH WKH\ UHFHLYHG

GXULQJ WKH ,32 SURFHVV1 7KH\ JLYH ³PXFK ORZHU PDUNV´/ KRZHYHU/ WR WKH VHUYLFH WKH\ UHFHLYHG SRVW0,32/

³HVSHFLDOO\ UHVHDUFK FRYHUDJH E\ VHFXULW\ DQDO\VWV´179

0LFKDHO\ DQG :RPDFN ILQG UHFRPPHQGDWLRQV IRU FRPSDQLHV WKH DQDO\VW¶V ILUP XQGHUZULWHV DUH

³ELDVHG DQG/ LQ WKH ORQJ UXQ/ LQIHULRU WR UHFRPPHQGDWLRQV RI QRQ0XQGHUZULWHUV´1 7: )RU H[DPSOH/ WKH\

H[DPLQH DQDO\VW UHFRPPHQGDWLRQV LVVXHG LQ WKH PRQWK IROORZLQJ WKH TXLHW SHULRG +L1H1/ DIWHU WKH LQLWLDO

SHULRG ZKHQ QR UHFRPPHQGDWLRQV FDQ EH LVVXHG,1 7KH\ ILQG XQGHUZULWHU DQDO\VWV LVVXH 83( PRUH EX\

UHFRPPHQGDWLRQV WKDQ RWKHU DQDO\VWV GR1

0LFKDHO\ DQG :RPDFN VXUYH\ D VPDOO JURXS RI LQYHVWPHQW PDQDJHUV DQG LQYHVWPHQW EDQNHUV DV WR

WKH RSWLPLVP ELDVHV WKH\ ILQG1 (YHU\ RQH RI WKH LQYHVWPHQW PDQDJHUV +59 RI 59, DQG ::( +43 RI 46, RI

WKH LQYHVWPHQW EDQNHUV EHOLHYH WKH EHVW H[SODQDWLRQ IRU WKH ILQGLQJV ZDV WKH FRQIOLFW RI LQWHUHVW VWRU\

UDWKHU WKDQ D PRUH EHQLJQ H[SODQDWLRQ1

$161 3URSULHWDU\ WUDGLQJ FRQIOLFWV

,Q LWV 2,($ ,QYHVWRU $OHUW ³$QDO\]LQJ $QDO\VW 5HFRPPHQGDWLRQV /́ WKH 6(& ZDUQV LQYHVWRUV WKDW WKH

EURNHUDJH0GHDOHU ILUP WKDW HPSOR\V WKH UHVHDUFK DQDO\VW ³PD\ RZQ VLJQLILFDQW SRVLWLRQV LQ WKH FRPSDQLHV

DQ DQDO\VW FRYHUV´17; 7KH ILUPV PD\ DOVR KDYH DFTXLUHG VKDUHV E\ REWDLQLQJ D VWDNH LQ WKH FRPSDQ\ SUH0
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,321 7KH 6(& QRWHV WKDW WKH ILUPV ³PD\ DFW DJDLQVW WKHLU RZQ >DQDO\VWV¶@ UHFRPPHQGDWLRQV/ VHOOLQJ VWRFN

LQ D FRPSDQ\ HYHQ DV WKH DQDO\VW UHLWHUDWHV D µEX\¶ RU RWKHU IDYRUDEOH UDWLQJ DQG LVVXHV D SRVLWLYH UHSRUW

DERXW WKH FRPSDQ\¶V SURVSHFWV´17<

%1 3UHVVXUHV IURP PDQDJHPHQWV RI FRPSDQLHV FRYHUHG

$ FULWLFDO DVSHFW RI WKH DQDO\VW¶V MRE LV WKH WLPHO\ DFFHVV WR QHZ LQIRUPDWLRQ DERXW WKH FRPSDQLHV KH

FRYHUV1 6RPHWLPHV WKH QHZ LQIRUPDWLRQ FRPHV IURP FRPSDQ\ VXSSOLHUV DQG FXVWRPHUV1 %XW RIWHQ LW

FRPHV IURP WKH FRPSDQLHV WKHPVHOYHV1 $V D UHVXOW/ DQDO\VWV LQHYLWDEO\ FRRSHUDWH ZLWK ILUPV WR DFKLHYH

VXSHULRU DFFHVV WR FRPSDQ\ PDQDJHPHQW1 7KRVH WKDW GR QRW FRRSHUDWH DUH UHJXODUO\ IUR]HQ RXW RI IXWXUH

FRPPXQLFDWLRQ RSSRUWXQLWLHV ZLWK PDQDJHPHQW1

,Q 2FWREHU 5333/ WKH 6(& LPSOHPHQWHG 5HJXODWLRQ )DLU 'LVFORVXUH +³5HJ )'´, LQ DQ DWWHPSW WR

FUHDWH ³SDULW\ RI LQIRUPDWLRQ´ EHWZHHQ LQGLYLGXDO LQYHVWRUV DQG VHFXULWLHV SURIHVVLRQDOV183 5HJ )' ZDV

DLPHG DW HOLPLQDWLQJ VHOHFWLYH GLVFORVXUH/ ZKLFK LV WKH SUDFWLFH RI FRPSDQLHV¶ GLVFORVXUH RI PDWHULDO

QRQSXEOLF LQIRUPDWLRQ LQ FRQIHUHQFH FDOOV RU PHHWLQJV RSHQ RQO\ WR DQDO\VWV DQG LQVWLWXWLRQDO LQYHVWRUV1

1RQPDWHULDO LQIRUPDWLRQ PD\ EH GLVFORVHG SUHIHUHQWLDOO\ DQG LV YDOXDEOH WR DQDO\VWV DQG LQYHVWRUV1

7KH 6,$ LQ LWV 0D\ 5334 UHSRUW ³&RVWV DQG %HQHILWV RI 5HJXODWLRQ )'´ QRWHV WKDW DOWKRXJK PDQ\

FRPSDQLHV VWLOO FRQGXFW ³RQH0RQ0RQHV´ ZLWK DQDO\VWV/ FRPSDQLHV¶ UHSUHVHQWDWLYHV DUH QRZ PRUH OLNHO\ WR

³VWLFN WR WKH VFULSW´184 7KH 6,$ UHSRUW VXJJHVWV WKLV PD\ SDUWO\ EH D UHVXOW RI FRQIXVLRQ RQ FRPSDQLHV¶

SDUWV DERXW ZKDW GLVWLQJXLVKHV PDWHULDO LQIRUPDWLRQ IURP QRQPDWHULDO LQIRUPDWLRQ DQG XUJHV WKH 6(& WR

FODULI\ WKLV GLVWLQFWLRQ1

$QDO\VWV DQG GLUHFWRUV RI UHVHDUFK DW VHYHUDO EURNHUDJH ILUPV WROG XV LQ 1RYHPEHU 5334 WKDW GHVSLWH

5HJXODWLRQ )'/ DFFHVV WR PDQDJHPHQW FRQWLQXHV WR EH DQ LPSRUWDQW SDUW RI WKH LQIRUPDWLRQ JDWKHULQJ

SURFHVV1 ,Q IDFW/ ZLWK UHVSHFW WR WKHLU DFFHVV WR FRPSDQ\ H[HFXWLYHV/ EURNHUDJH DQDO\VWV DSSHDU WR KDYH D

SULYLOHJHG SRVLWLRQ UHODWLYH WR EX\0VLGH SURIHVVLRQDOV1 7KH UHVXOWV RI UHFHQW VXUYH\V RI EX\0VLGH

LQYHVWPHQW SURIHVVLRQDOV LQGLFDWH RQH RI WKH VHUYLFHV WKH\ YDOXH PRVW IURP EURNHUDJH DQDO\VWV LV WKHLU

DELOLW\ WR DUUDQJH PHHWLQJV IRU WKHP ZLWK FRPSDQ\ H[HFXWLYHV185
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,Q KHU WHVWLPRQ\ WR WKH +RXVH 6XEFRPPLWWHH RQ -XO\ 64/ 5334/ /DXUD 8QJHU/ $FWLQJ &KDLUPDQ RI WKH

6(&/ ZDUQHG RI WKH SUHVVXUHV WKDW DQDO\VWV IDFH IURP FRPSDQ\ PDQDJHPHQWV= ³7KH PDQDJHPHQW RI

FRPSDQLHV DQ DQDO\VW IROORZV PD\ SUHVVXUH KLP2KHU WR LVVXH IDYRUDEOH UHSRUWV DQG UHFRPPHQGDWLRQV1 /HVV

WKDQ IDYRUDEOH UHFRPPHQGDWLRQV PD\ QRW EH ZHOO UHFHLYHG E\ PDQDJHPHQW DQG LVVXHUV PD\ WKUHDWHQ WR

FXW RII DQ DQDO\VW¶V DFFHVV WR LWV PDQDJHPHQW LI WKH DQDO\VW LVVXHV D QHJDWLYH UHSRUW RQ WKH FRPSDQ\1 7KLV

FRXOG FDXVH WKH DQDO\VW WR LVVXH D PRUH IDYRUDEOH UHSRUW WKDQ KLV2KHU DQDO\VLV ZRXOG VXJJHVW1´ 86 6XFK

FRQFHUQV DUH QRW QHZ1 6LFRQROIL UHSRUWV WKDW DQDO\VWV ZKR ZULWH QHJDWLYH UHSRUWV RU LVVXH VHOO

UHFRPPHQGDWLRQV RQ D FRPSDQ\¶V VWRFN ULVN ORVLQJ WKHLU DELOLW\ WR FROOHFW LQIRUPDWLRQ IURP WKH

FRPSDQ\¶V PDQDJHPHQW/ LQGLFDWLQJ DQDO\VWV PD\ EH ³H[FOXGHG IURP PHHWLQJV/ RXWLQJV DQG FRQIHUHQFH

FDOOV ZLWK WRS FRPSDQ\ H[HFXWLYHV1´87 3UHVVXUHV IURP FRPSDQ\ PDQDJHPHQW PD\ KDYH LQFUHDVHG LQ

UHFHQW \HDUV1 6DUJHQW ZULWHV/ ³&RUSRUDWH PDQDJHPHQWV/ FRPSHQVDWHG LQ HTXLW\ RSWLRQV IRU VWRFN

SHUIRUPDQFH/ KDYH EHFRPH PRUH EROG LQ SXQLVKLQJ DQDO\VWV ZKR IDLO WR WRH WKH SDUW\ OLQH´188

%RQL DQG :RPDFN ILQG WKDW 9<16( RI EX\0VLGH SURIHVVLRQDOV EHOLHYH SUHVVXUH IURP FRUSRUDWH

PDQDJHPHQWV WR SURYLGH SRVLWLYH UHVHDUFK LV XVXDOO\ RU DOZD\V DQ LPSRUWDQW PRWLYDWLRQ IRU EURNHUDJH

DQDO\VWV189

/LP QRWHV ³ZKHQ FRPSDQLHV KDYH JRRG QHZV/ PDQDJHUV KDYH HYHU\ LQFHQWLYH WR SXVK WKLV QHZV RXW WR

LQYHVWRUV DV TXLFNO\ DV SRVVLEOH1´ 8: /LP WHVWV ZKHWKHU WKH ZLGHO\ REVHUYHG RSWLPLVP ELDV LQ DQDO\VWV¶

HDUQLQJV IRUHFDVWV LV FRQVLVWHQW ZLWK WKH WKHVLV WKDW DQDO\VWV/ DWWHPSWLQJ WR SURGXFH DFFXUDWH IRUHFDVWV/

LQWHQWLRQDOO\ LPSDUW D SRVLWLYH ELDV LQ WKHLU IRUHFDVWV LQ RUGHU WR REWDLQ PRUH SUHFLVH SULYDWH LQIRUPDWLRQ

IURP FRPSDQ\ PDQDJHPHQW LQ WKH ORQJ UXQ1 8VLQJ GDWD IRU 4<;7 WKURXJK 4<<9 IRU DQDO\VWV IURP RYHU 633

EURNHUDJH ILUPV/ /LP ILQGV DQDO\VWV LPSDUW D JUHDWHU SRVLWLYH ELDV WR FRPSDQLHV IRU ZKLFK OHVV LQIRUPDWLRQ

DERXW HDUQLQJV SURVSHFWV LV SXEOLFO\ DYDLODEOH1 +H UHDVRQV WKLV ILQGLQJ LV FRQVLVWHQW ZLWK KLV WKHVLV DV

DQDO\VWV KDYH D JUHDWHU LQFHQWLYH WR LQFXU ELDV WR REWDLQ DFFHVV WR WKH PDQDJHPHQW RI WKHVH FRPSDQLHV1 +H

DOVR ILQGV WKDW DQDO\VWV DW VPDOOHU EURNHUDJH ILUPV +SUHVXPDEO\ ZLWK OHVV UHVRXUFHV, DQG DQDO\VWV ZLWK OHVV

H[SHULHQFH PDNH PRUH RSWLPLVWLF IRUHFDVWV/ FRQVLVWHQW ZLWK WKH VWRU\ WKDW WKH\ KDYH D JUHDWHU QHHG IRU
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DFFHVV WR PDQDJHPHQW1 +RQJ/ /LP/ DQG 6WHLQ ILQG VWRFN SULFH PRPHQWXP HIIHFWV DUH VWURQJHU DQG PRUH

SHUVLVWHQW IRU SRRU SHUIRUPHUV= DSSDUHQWO\ EDG QHZV UHDFKHV LQYHVWRUV PRUH VORZO\ WKDQ JRRG QHZV1 8;

&1 3UHVVXUHV IURP LQVWLWXWLRQDO LQYHVWRU FOLHQWV

,Q KHU WHVWLPRQ\ WR WKH +RXVH 6XEFRPPLWWHH RQ -XO\ 64/ 5334/ /DXUD 8QJHU/ $FWLQJ &KDLUPDQ RI WKH

6(&/ ZDUQHG RI WKH SUHVVXUHV WKDW DQDO\VWV IDFH IURP WKHLU LQVWLWXWLRQDO LQYHVWRU FOLHQWV= ³,QVWLWXWLRQDO

LQYHVWRUV/ VXFK DV PXWXDO IXQGV/ WKDW DUH FOLHQWV RI WKH DQDO\VW¶V ILUP PD\ KDYH D VLJQLILFDQW SRVLWLRQ LQ WKH

VHFXULW\ RI D FRPSDQ\ FRYHUHG E\ WKH DQDO\VW1 $Q DQDO\VW PD\ EH LQKLELWHG IURP LVVXLQJ D UDWLQJ

GRZQJUDGH WKDW ZRXOG DGYHUVHO\ DIIHFW WKH SHUIRUPDQFH RI DQ LQVWLWXWLRQDO FOLHQW¶V SRUWIROLR IRU IHDU WKDW

WKH FOLHQW ZRXOG WDNH LWV EURNHUDJH EXVLQHVV HOVHZKHUH1 0RUHRYHU/ PDQ\ SXEOLFDWLRQV UDWH DQDO\VLV EDVHG

XSRQ LQSXW IURP LQVWLWXWLRQDO LQYHVWRUV1´ 8<

6DUJHQW ZULWHV ³WKHUH¶V WUHPHQGRXV SUHVVXUH IURP IXQG PDQDJHUV QRW WR JR QHJDWLYH RQ FRPSDQLHV LQ

ZKLFK WKH\ KDYH ELJ SRVLWLRQV´193 6HOO0VLGH DQDO\VWV QRWH WKDW GHVSLWH WKHLU SXEOLF RXWFULHV IRU LQGHSHQGHQW

UHVHDUFK/ LQVWLWXWLRQDO LQYHVWRUV VLQJ D GLIIHUHQW WXQH ZKHQ WKH VWRFNV LQ TXHVWLRQ DUH WKRVH LQ WKHLU RZQ

SRUWIROLRV1 6WHSKHQ +DVK/ GLUHFWRU RI 8161 HTXLW\ UHVHDUFK IRU /HKPDQ %URWKHUV QRWHV= ³7KDW¶V WKH JUHDW

LURQ\ RI RXU EXVLQHVV1 3RUWIROLR PDQDJHUV GRQ¶W ZDQW XV WR GRZQJUDGH VWRFNV1´ 94

,QVWLWXWLRQDO LQYHVWRUV GLUHFWO\ DIIHFW VHOO0VLGH DQDO\VW FRPSHQVDWLRQ1 ,QVWLWXWLRQDO ,QYHVWRU FRQGXFWV

DQ DQQXDO SROO WKDW DVNV LQYHVWPHQW PDQDJHUV WR UDQN VHOO0VLGH DQDO\VWV E\ LQGXVWU\1 )LUVW/ VHFRQG/ DQG

WKLUG SODFH ZLQQHUV HDFK \HDU DUH QDPHG WR WKH ³$OO0$PHULFD 5HVHDUFK 7HDP´1 ,QVWLWXWLRQDO ,QYHVWRU DOVR

WDOOLHV XS WKH ZLQQLQJ DQDO\VWV¶ SODFHV WR UDQN EURNHUDJH ILUPV1 6WLFNHO QRWHV WKDW WKLV SROO LV SHUKDSV WKH

PRVW VLJQLILFDQW H[WHUQDO LQIOXHQFH GULYLQJ DQDO\VW FRPSHQVDWLRQ1 95

'1 7KH DQDO\VW¶V SHUVRQDO LQYHVWPHQWV

,Q KLV $SULO 5334 DUWLFOH IRU ,QVWLWXWLRQDO ,QYHVWRU/ ³6KRXOG $QDO\VWV 2ZQ 6WRFNV 7KH\ &RYHU"´/ -XVWLQ

6FKDFN DUJXHV ³ODUJHO\ RYHUORRNHG´ LQ DOO RI WKH FRPSODLQWV DERXW DQDO\VWV¶ ORVV RI REMHFWLYLW\ ³KDV EHHQ
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SHUKDSV WKH PRVW IXQGDPHQWDO FRQIOLFW RI LQWHUHVW RI DOO :DOO 6WUHHW $QDO\VWV ± RZQLQJ WKH VWRFN RI

FRPSDQLHV WKH\ FRYHU´196 6FKDFN QRWHV WKDW DOWKRXJK LW LV GLIILFXOW WR NQRZ KRZ ZLGHVSUHDG WKH SUDFWLFH/

DQDO\VWV¶ SHUVRQDO LQYHVWPHQWV LQ FRPSDQLHV WKH\ FRYHU FDQ EH KXJH1 2QH RI WKH H[DPSOHV KH GHVFULEHV LV

DQ DQDO\VW/ ZKR KDYLQJ LQYHVWHG LQ '483/333 LQ SUH0,32 YHQWXUH FDSLWDO URXQGV/ LQLWLDWHG SRVW0,32

FRYHUDJH ZLWK D EX\ UDWLQJ1 6FKDFN VWDWHV WKH DQDO\VW¶V VKDUHV DW WKDW SRLQW ZHUH ZRUWK DERXW '43

PLOOLRQ197

&XUUHQWO\ VHOI0UHJXODWRU\ RUJDQL]DWLRQ UHJXODWLRQV GR QRW SURKLELW WKH SUDFWLFH RI DQDO\VWV RZQLQJ

VWRFNV LQ WKH FRPSDQLHV WKH\ FRYHU1 6RPH ILUPV SURKLELW RU SODFH OLPLWDWLRQV RQ WKH VWRFNV WKHLU DQDO\VWV

FDQ RZQ1 $W VRPH ILUPV/ DQDO\VWV VLPSO\ DUH IRUELGGHQ IURP PDNLQJ SHUVRQDO WUDGHV WKDW DUH RSSRVLWH

WKHLU UHFRPPHQGDWLRQV1

$PRQJ WKH SUHOLPLQDU\ UHVXOWV RI RQJRLQJ H[DPLQDWLRQV RI VHFXULWLHV ILUPV WKDW $FWLQJ 6(&

&KDLUPDQ /DXUD 8QJHU UHSRUWHG WR WKH +RXVH 6XEFRPPLWWHH KHDULQJV LQ -XO\ 5334/ VKH QRWHG WKH

IROORZLQJ REVHUYDWLRQV ZLWK UHVSHFW WR DQDO\VWV¶ SHUVRQDO LQYHVWPHQWV=

41, $QDO\VWV VRPHWLPHV SURYLGHG UHVHDUFK FRYHUDJH IRU FRPSDQLHV LQ ZKLFK WKH\ KDG PDGH SUH0

,32 LQYHVWPHQWV1 3RVW0,32/ WKH DQDO\VWV LQLWLDWHG UHVHDUFK FRYHUDJH ZLWK ³EX\´

UHFRPPHQGDWLRQV1

51, $QDO\VWV VRPHWLPHV WUDGHG FRQWUDU\ WR WKHLU UHVHDUFK UHFRPPHQGDWLRQV1 $QDO\VWV¶ SURILWV IURP

VHOOLQJ VKDUHV ZKLOH PDLQWDLQLQJ ³EX\´ UHFRPPHQGDWLRQV ZHUH EHWZHHQ '433/333 DQG '618

PLOOLRQ198

(1 7KH DQDO\VW¶V FRJQLWLYH PLVFXHV VXFK DV ³WKH LQVLGH YLHZ´ RU ³RYHUUHDFWLRQ WR LQIRUPDWLRQ VKRFNV´

9DULRXV DFDGHPLF UHVHDUFKHUV KDYH DUJXHG WKDW DQDO\VWV¶ UHFRPPHQGDWLRQV DQG HDUQLQJV IRUHFDVWV PD\

VXIIHU IURP FRJQLWLYH ELDVHV UDWKHU WKDQ LQWHQWLRQDO RSWLPLVWLF SDQGHULQJ1 )RU H[DPSOH/ DQDO\VWV PD\

VXIIHU IURP D EHKDYLRUDO WHQGHQF\ WR RYHUZHLJKW QHZ LQIRUPDWLRQ WRR KHDYLO\ ZKHQ XSGDWLQJ WKHLU SULRUV/

IRUPLQJ SRVWHULRU H[SHFWDWLRQV WKDW DUH WRR H[WUHPH DV D UHVXOW199
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0LFKDHO\ DQG :RPDFN RIIHU WKH SRVVLELOLW\ WKDW WKH DQDO\VWV RI XQGHUZULWLQJ ILUPV DUH RSWLPLVWLFDOO\

ELDVHG SRVW0,32 EHFDXVH WKH\ IUDPH WKHLU DQDO\VHV WRR QDUURZO\/ D FRJQLWLYH IDLOXUH GHVFULEHG E\

.DKQHPDQ DQG /RYDOOR DV ³WKH LQVLGH YLHZ´1 9: ,QVWHDG RI DQDO\]LQJ D FRPSDQ\ MXVW XQGHUZULWWHQ DV MXVW

DQRWKHU RI PDQ\ SRVW0,32 FRPSDQLHV/ PDQ\ RI ZKLFK IDLO/ EHFDXVH RI WKHLU LQVLGH NQRZOHGJH DFTXLUHG DV

WKH\ KHOSHG WKH FRPSDQ\ FRPH SXEOLF/ DQDO\VWV YLHZ WKH FRPSDQ\ DV XQLTXH ZLWK KLJK SRWHQWLDO +DV

SDUHQWV GR WKHLU FKLOGUHQ, DQG DUH XQDEOH WR DVVHVV UDWLRQDOO\ WKH OLNHOLKRRG RI IDLOXUH RU SRRU SHUIRUPDQFH1

$QDO\VWV XQDIILOLDWHG ZLWK WKH XQGHUZULWLQJ ILUP DUH PRUH DEOH WR WDNH DQ ³RXWVLGH YLHZ´ DQG IUDPH WKH

SUREOHP RI KRZ WR YDOXH WKH SRVW0,32 FRPSDQ\ PRUH EURDGO\ DQG VWDWLVWLFDOO\1

)1 7KH UHVHDUFK RSLQLRQV RI RWKHU VHOO0VLGH DQDO\VWV

$QDO\VWV PD\ DOVR EH LQIOXHQFHG E\ WKH IRUHFDVWV DQG UHFRPPHQGDWLRQV RI RWKHU DQDO\VWV1 $FDGHPLF

WKHRUHWLFLDQV KDYH GHYHORSHG D YDULHW\ RI PRGHOV RI PXWXDO LPLWDWLRQ RU KHUGLQJ1

:HOFK ZULWHV= ³+HUGLQJ LQ ILQDQFLDO PDUNHWV/ LQ SDUWLFXODU/ LV RIWHQ SUHVXPHG WR EH SHUYDVLYH/ HYHQ

WKRXJK WKH H[WDQW HPSLULFDO HYLGHQFH LV VSDUVH´19; :HOFK WHVWV IRU KHUGLQJ LQ DQDO\VWV¶ UHFRPPHQGDWLRQV1

$PRQJ KLV ILQGLQJV DUH=

41, $QDO\VWV¶ FKDQJHV LQ UHFRPPHQGDWLRQV DUH SRVLWLYHO\ FRUUHODWHG ZLWK WKH SUHYLRXV WZR

DQDO\VWV¶ FKDQJHV LQ UHFRPPHQGDWLRQV1 7KH FRUUHODWLRQV DUH VWURQJHU ZKHQ FKDQJHV FRUUHFWO\

SUHGLFW VKRUW0UXQ VWRFN UHWXUQV1 +H QRWHV WKDW KH FDQQRW GHWHUPLQH ZKHWKHU PXOWLSOH DQDO\VWV

DUH UHDFWLQJ WR WKH VDPH QHZ LQIRUPDWLRQ RU ZKHWKHU DQDO\VWV DUH VLPSO\ LPLWDWLQJ RWKHU

DQDO\VWV/ KRZHYHU1

51, $QDO\VWV¶ FKDQJHV LQ UHFRPPHQGDWLRQV DUH SRVLWLYHO\ FRUUHODWHG ZLWK WKH SUHYDLOLQJ

FRQVHQVXV RI DQDO\VWV¶ UHFRPPHQGDWLRQV1 7KH FRUUHODWLRQV DUH QRW VWURQJHU ZKHQ WKH

FRQVHQVXV FRUUHFWO\ SUHGLFWV VWRFN UHWXUQV1 +H FRQFOXGHV WKDW FRQVHQVXV KHUGLQJ/ WKHUHIRUH/ LV

QRW WKH UHVXOW RI DQDO\VWV¶ HIILFLHQW DJJUHJDWLRQ RI QHZ LQIRUPDWLRQ1
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61, 3HUKDSV PRVW LQWHUHVWLQJO\/ DQDO\VWV¶ FKDQJHV LQ UHFRPPHQGDWLRQV DUH PRUH VWURQJO\

FRUUHODWHG ZLWK WKH FRQVHQVXV UHFRPPHQGDWLRQ LQ EXOO PDUNHWV WKDQ LQ EHDU PDUNHWV1 +H

VXJJHVWV WKDW WKLV LV FRQVLVWHQW ZLWK DQDO\VWV¶ GRLQJ D SRRUHU MRE RI LQGHSHQGHQW QHZV

JDWKHULQJ DQG DQDO\VLV LQ EXOO PDUNHWV WKDQ LQ EHDU PDUNHWV/ ³SHUKDSV FDXVLQJ PRUH IUDJLOLW\

DQG WKXV D KLJKHU LQFLGHQFH RI µFUDVKHV¶ LQ XS0PDUNHWV WKDQ RI µIUHQ]LHV¶ LQ GRZQ0PDUNHWV´19<

+RQJ/ .XELN/ DQG 6RORPRQ WHVW DQDO\VWV¶ HDUQLQJV IRUHFDVWV IRU HYLGHQFH FRQVLVWHQW ZLWK WKH

WKHRUHWLFDO ZRUN RI 6FKDUIVWHLQ DQG 6WHLQ WKDW VXJJHVWV DQDO\VWV KHUG WR SURWHFW UHSXWDWLRQDO FRQFHUQV1:3

6SHFLILFDOO\/ DQDO\VWV PD\ KHUG EHFDXVH WKH\ SHUFHLYH WKH FRVW RI EHLQJ WKH ORQH ZURQJ YRLFH DV JUHDWHU

WKDQ WKDW RI EHLQJ ZURQJ ZLWK WKH KHUG1 +RQJ HW DO ILQG WKDW ROGHU DQDO\VWV DUH PRUH OLNHO\ WR LVVXH

IRUHFDVWV EHIRUH \RXQJHU DQDO\VWV DQG WKHVH IRUHFDVWV DUH OLNHO\ WR GHYLDWH PRUH IURP WKH FRQVHQVXV1 7KH\

FRQFOXGH WKDW WKH SHUFHLYHG EHQHILW WR DQ DQDO\VW IURP XVLQJ KHUGLQJ VWUDWHJLHV LV JUHDWHU HDUOLHU LQ WKH

DQDO\VW¶V FDUHHU ZKHQ WKHUH LV SUHVXPDEO\ PRUH XQFHUWDLQW\ DERXW WKH DQDO\VW¶V DELOLWLHV1

,91 3URSRVDOV 7KDW $GGUHVV WKH &UHGLELOLW\ &RQWURYHUV\

6HYHUDO SURSRVDOV KDYH EHHQ PDGH WR DGGUHVV WKH VHOO0VLGH FUHGLELOLW\ FRQWURYHUV\/ DQG VRPH RI WKHP

DOUHDG\ KDYH EHHQ SXW LQWR SUDFWLFH1 *HQHUDOO\ WKH\ FDQ EH FDWHJRUL]HG DV VXJJHVWLRQV WR 4, UHVWULFW

DQDO\VWV¶ SHUVRQDO WUDGLQJ DQG LQYHVWPHQWV/ 5, LQFUHDVH GLVFORVXUH UHTXLUHPHQWV/ 6, UHLQIRUFH ³&KLQHVH

ILUHZDOOV´ WKDW VHSDUDWH LQYHVWPHQW EDQNLQJ IURP UHVHDUFK/ 7, VWDQGDUGL]H UDWLQJV/ 8, LVVXH PRUH ³VHOO´

UHFRPPHQGDWLRQV/ 9, HGXFDWH LQYHVWRUV/ DQG :, H[SDQG LQGHSHQGHQW UHVHDUFK VHUYLFHV1

$1 5HVWULFWLRQV RI DQDO\VWV¶ SHUVRQDO WUDGLQJ DQG LQYHVWPHQWV

$V GLVFXVVHG HDUOLHU/ VRPH ILUPV DOORZ DQDO\VWV WR RZQ VWRFNV LQ WKH FRPSDQLHV WKH\ FRYHU ZKLOH VRPH GR

QRW1:4 6RPH RI WKRVH LQ IDYRU RI DQDO\VW RZQHUVKLS VD\ WKDW DQDO\VWV DUH EHWWHU RU PRUH FDUHIXO RU PRUH

GLOLJHQW DERXW YDOXLQJ D FRPSDQ\¶V VWRFN ZKHQ WKH\ RZQ LW1 7KRVH RSSRVHG WR DQDO\VW RZQHUVKLS DUJXH LW

FUHDWHV DQ XQIDLU RSSRUWXQLW\ IRU DQDO\VWV WR XVH WKHLU RZQ UHVHDUFK SURQRXQFHPHQWV WR PDQLSXODWH WKH
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VWRFN¶V SULFH IRU SHUVRQDO JDLQ1 ,Q 1RYHPEHU 5334/ QHZO\0DSSRLQWHG 6(& +DUYH\ 3LWW &KDLUPDQ VDLG/ ³,

GRQ¶W WKLQN WKHUH LV DQ\ LQKHUHQW QHHG IRU D SURKLELWLRQ DJDLQVW DQ DQDO\VW RZQLQJ VWRFN´1 &KDLUPDQ 3LWW

VDLG KH LV ³PRUH FRQFHUQHG ZLWK DQDO\VWV¶ EX\LQJ FKHDS VWRFNV LQ FRPSDQLHV EHIRUH WKH\ JR SXEOLF´ RU

³WUDGLQJ DKHDG RI WKHLU LQYHVWRU UHFRPPHQGDWLRQV´1:5

%RQL DQG :RPDFN ILQG WKDW EX\0VLGH SURIHVVLRQDOV¶ RSLQLRQV DUH DOPRVW HYHQO\ VSOLW DV WR WKH

RZQHUVKLS LVVXH= 75( EHOLHYH EURNHUDJH DQDO\VWV VKRXOG EH DOORZHG WR RZQ VWRFNV RI FRPSDQLHV WKH\

FRYHU ZKLOH 7;( EHOLHYH WKH\ VKRXOG QRW1:6 7KH LQYHVWPHQW SURIHVVLRQDOV DUH LQ PXFK VWURQJHU DJUHHPHQW

DV WR ZKHQ DQDO\VWV VKRXOG EH DOORZHG WR WUDGH VWRFNV WKH\ FRYHU= <9( EHOLHYH DQDO\VWV VKRXOG QRW EH

DOORZHG WR WUDGH D VHFXULW\ ZKLOH WKH\ DUH SUHSDULQJ UHVHDUFK RQ LW RU ZLWKLQ D UHDVRQDEOH SHULRG RI WLPH

DIWHU LVVXLQJ UHVHDUFK RQ LW1 0RVW +:<(, EX\0VLGH SURIHVVLRQDOV EHOLHYH WKH DQDO\VW¶V SHUVRQDO WUDGLQJ

VKRXOG EH FRPSOHWHO\ FRQVLVWHQW ZLWK KLV LQYHVWPHQW UHFRPPHQGDWLRQV1 $OPRVW DOO +<7(, EHOLHYH

DQDO\VWV VKRXOG KDYH WR GLVFORVH RZQHUVKLS SRVLWLRQV1 ([DFWO\ KDOI +83(, EHOLHYH WKH DQDO\VW¶V RZQHUVKLS

RI D FRPSDQ\¶V VWRFN ZLOO QRW OHDG WR PRUH DFFXUDWH UHVHDUFK E\ WKDW DQDO\VW1

<HW/ WKHUH PD\ EH DQ HYHQ PRUH VXEWOH UHDVRQ IRU HQFRXUDJLQJ RU UHTXLULQJ DQDO\VWV WR UHIUDLQ IURP

RZQHUVKLS LQ WKH VWRFNV WKH\ IROORZ1 7KH ³LQVLGH YLHZ´ H[SRXQGHG E\ .DKQHPDQ DQG /RYDOOR VXJJHVWV

WKDW LW LV GLIILFXOW IRU ³LQVLGHUV´ +LQ WKLV FDVH/ RZQHUV RI VWRFN, WR WKLQN REMHFWLYHO\ DQG VWDWLVWLFDOO\ DERXW

LVVXHV/ SHRSOH/ RU FRPSDQLHV ZLWK ZKLFK WKH\ DUH HPRWLRQDOO\ HQWDQJOHG1:7 :KHQ VLWXDWLRQV DUH WKRXJKW RI

DV XQLTXH/ UDWKHU WKDQ DV PHPEHUV RI D FODVV RI SUREDELOLVWLF HYHQWV/ WKH\ DUH OLNHO\ WR WKLQN LQ WHUPV RI

SRWHQWLDOO\ DFKLHYDEOH RXWFRPHV UDWKHU WKDQ PRVW OLNHO\ RXWFRPHV1 .DKQHPDQ DQG /RYDOOR VXJJHVW WKDW

LQWHOOLJHQW/ UDWLRQDO GHFLVLRQ PDNLQJ LQ SUREDELOLVWLF VLWXDWLRQV UHTXLUHV D VWDQGRIILVK ³RXWVLGH YLHZ 1́ ,W LV

HDV\ WR VHH KRZ WKH ELDVHG ³LQVLGH YLHZ´ LV UHODWHG WR DQDO\VW GHFLVLRQ PDNLQJ1 7KLV LGHD LV QRW DQ HWKLFDO

RU OHJDO GLOHPPD EXW VLPSO\ RQH WKDW DWWHPSWV WR LPSURYH GHFLVLRQ PDNLQJ XQGHU XQFHUWDLQW\1

%1 ,QFUHDVHG GLVFORVXUH UHTXLUHPHQWV

,Q KHU WHVWLPRQ\ WR WKH +RXVH 6XEFRPPLWWHH LQ -XO\/ $FWLQJ 6(& &KDLUPDQ 8QJHU VDLG/ ³7KH

&RPPLVVLRQ SODQV WR ZRUN ZLWK WKH 652V >VHOI0UHJXODWRU\ RUJDQL]DWLRQV@ WR LPSURYH DQG PRUH GLOLJHQWO\
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HQIRUFH H[LVWLQJ UXOHV JRYHUQLQJ WKH GLVFORVXUH RI FRQIOLFWV RI LQWHUHVW´1:8 1$6' KDV UHTXHVWHG FRPPHQWV

RQ ³3URSRVHG $PHQGPHQWV WR 5XOH 5543´ WKDW ZRXOG LQFUHDVH ILUPV¶ GLVFORVXUH UHTXLUHPHQWV1:9 ,W ZRXOG

H[WHQG VRPH GLVFORVXUH UHTXLUHPHQWV WR DQDO\VWV/ UHTXLULQJ WKHP WR GLVFORVH SHUVRQDO ILQDQFLDO LQWHUHVWV LQ

VHFXULWLHV WKH\ UHFRPPHQG/ IRU H[DPSOH1

,QVWLWXWLRQDO LQYHVWRUV DSSHDU WR VXSSRUW LQFUHDVHG GLVFORVXUH UHTXLUHPHQWV1 %RQL DQG :RPDFN ILQG

WKDW RQO\ 7( RI SURIHVVLRQDO PRQH\ PDQDJHUV DQG EX\0VLGH DQDO\VWV EHOLHYH WKH FXUUHQW OHYHO RI GLVFORVXUH

RI EURNHUDJH ILUP UHSRUWV LV VXIILFLHQW1:: 0RVW +;:(, EHOLHYH GLVFORVXUH RI LQYHVWPHQW EDQNLQJ DFWLYLWLHV

DQG RWKHU SRWHQWLDO FRQIOLFWV VKRXOG EH PRUH YLVLEOH LQ UHFRPPHQGDWLRQ UHSRUWV +H1J1/ RQ WKH IURQW SDJH/ LQ

EROG W\SH/ HWF1,1 (YHQ PRUH +<5(, EHOLHYH EURNHUDJH UHSRUWV VKRXOG GLVFORVH H[DFWO\ ZKHQ WKH ILUP ODVW

DFWHG DV XQGHUZULWHU WR WKH FRPSDQ\ FRYHUHG1 $OPRVW DV PDQ\ +;5(, EHOLHYH WKH UHSRUWV VKRXOG GLVFORVH

ZKHQ WKH ILUP SURYLGHG PHUJHU2DFTXLVLWLRQ DGYLFH WR WKH FRPSDQ\ FRYHUHG1 $OPRVW WZR0WKLUGV +98(,

EHOLHYH WKH UHSRUWV VKRXOG GLVFORVH IRU KRZ ORQJ WKH ILUP KDV DFWHG DV D PDUNHW PDNHU LQ WKH FRYHUHG

VWRFN> 95( EHOLHYH WKH UHSRUWV VKRXOG GLVFORVH WKH DFWXDO YDOXH RI VWRFN WKH EURNHUDJH ILUP LV ORQJ RU

VKRUW1

*LYHQ WKH RSWLPLVP ELDV RI DQDO\VWV ZKRVH EURNHUDJH ILUPV KDYH DQ LQYHVWPHQW EDQNLQJ UHODWLRQVKLS

ZLWK WKH FRPSDQLHV FRYHUHG/ IXOO DQG FOHDU GLVFORVXUH RI WKLV UHODWLRQVKLS DSSHDUV WR EH SDUWLFXODUO\

LPSRUWDQW1 %RQL DQG :RPDFN ILQG WKDW ;9( RI SURIHVVLRQDO PRQH\ PDQDJHUV DQG EX\0VLGH DQDO\VWV VD\

WKH\ GLVFRXQW WKH RSLQLRQV DQG UHFRPPHQGDWLRQV RI DQDO\VWV ZKHQ WKHUH LV DQ LQYHVWPHQW EDQNLQJ

UHODWLRQVKLS EHWZHHQ WKH DQDO\VW¶V ILUP DQG WKH FRPSDQ\ EHLQJ DQDO\]HG1:; 0LFKDHO\ DQG :RPDFN ILQG

WKDW WKH PDUNHW VOLJKWO\ GLVFRXQWV WKH SRVW0,32 UHFRPPHQGDWLRQV RI DQDO\VWV RI XQGHUZULWHUV UHODWLYH WR

QRQ0XQGHUZULWHUV1 :< %XW XQGHUZULWHUV¶ DQDO\VWV¶ UHFRPPHQGDWLRQV DUH QRW FRPSOHWHO\ GLVFRXQWHG DV WKH

HYLGHQFH VXJJHVWV WKH\ VKRXOG EH1 7KH PDUNHW UHDFWLRQ WR UHFRPPHQGDWLRQV RI DQDO\VWV ZKR DUH QRW

DIILOLDWHG ZLWK WKH XQGHUZULWLQJ ILUPV LV VWURQJHU LQLWLDOO\/ EXW WKH GLIIHUHQFH EHWZHHQ UHDFWLRQV WR

XQGHUZULWHUV DQG QRQ0XQGHUZULWHUV¶ UHFRPPHQGDWLRQV LV RQO\ PDUJLQDOO\ VLJQLILFDQW1 ,QYHVWRUV DSSDUHQWO\

UHFRJQL]H/ DW OHDVW WR VRPH H[WHQW/ WKH SRWHQWLDO ELDV DQG WKH VHOI0LQWHUHVW LQ XQGHUZULWHUV¶

UHFRPPHQGDWLRQV1 /RQJHU WHUP +IRU D 450PRQWK SHULRG,/ ILUPV UHFRPPHQGHG E\ XQGHUZULWHU DQDO\VWV
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XQGHU0SHUIRUP WKH QRQ0XQGHUZULWHU DQDO\VWV¶ UHFRPPHQGDWLRQV E\ D ZLGH PDUJLQ +4;17(, DQG WKLV UHVXOW

LV TXLWH VLJQLILFDQW1 $ VWUDWHJ\ RI EX\LQJ VWRFNV UHFRPPHQGHG E\ XQGHUZULWHUV¶ DQDO\VWV \LHOGV D QHJDWLYH

DEQRUPDO UHWXUQ RI 816(1 0LFKDHO\ DQG :RPDFN FRQFOXGH WKDW XQGHUZULWHUV¶ DQDO\VWV¶ UHFRPPHQGDWLRQV

DUH SRVLWLYHO\ ELDVHG DQG WKDW WKH PDUNHW GRHV QRW XQGHUVWDQG WKH IXOO H[WHQW RI WKH ELDV1 6LQFH WKH PDUNHW

GRHV QRW DSSHDU WR IXOO\ GLVFRXQW WKH ELDV RI XQGHUZULWHU UHFRPPHQGDWLRQV DQG PRVW SURIHVVLRQDO PRQH\

PDQDJHUV DQG LQVWLWXWLRQDO LQYHVWRUV FODLP WR XQGHUVWDQG WKLV ELDV/ WKH YLFWLPV RI WKH ELDV DUH PRVW OLNHO\

WR EH WKH OHVV VRSKLVWLFDWHG LQGLYLGXDO +³UHWDLO´, LQYHVWRUV1

(FRQRPLVWV PLJKW DUJXH WKDW IXOO GLVFORVXUH ZRXOG HQFRXUDJH ILUPV WKDW KDYH WUXO\ LQGHSHQGHQW DQG

REMHFWLYH UHVHDUFK WR GLVWLQJXLVK WKHPVHOYHV IURP ILUPV WKDW GR QRW1;3 7KLV KROGV/ LQ WKHRU\/ LI WKH

EHQHILWV ILUPV UHFHLYH IURP UHSXWDWLRQV IRU LQGHSHQGHQW DQG REMHFWLYH UHVHDUFK RXWZHLJK WKH FRVWV1

%URNHUDJH ILUPV SURYLGH UHVHDUFK SULPDULO\ WR HQFRXUDJH FOLHQWV¶ WUDQVDFWLRQV RI VWRFNV DQG ERQGV/ DQG/ LQ

WKH FDVH RI WKH ODUJHVW EURNHUDJH ILUPV/ WR IDFLOLWDWH XQGHUZULWLQJ1 7KH ODUJHVW EURNHUDJH ILUPV RIWHQ

UHSUHVHQW FRUSRUDWH ILQDQFLQJ FOLHQWV/ RIWHQ DV VWRFN DQG ERQG LVVXHUV +³ERUURZHUV´,/ DV ZHOO DV LQYHVWRUV

+³OHQGHUV´,1 :KLOH LQYHVWRUV ZRXOG OLNHO\ SUHIHU LQGHSHQGHQW DQG REMHFWLYH UHVHDUFK +³WUXWK WHOOLQJ´,/

LVVXHUV SUHIHU EURNHUDJH UHVHDUFK DQDO\VWV WR EH RSWLPLVWLF +³FUHGLEOH PDUNHWHUV´,1 &DQ EURNHUDJH ILUPV

UHVROYH WKLV FRQIOLFW"

$GGUHVVLQJ WKH LQYHVWLQJ FOLHQWV¶ LQWHUHVWV/ WKH SUHDPEOH WR WKH 6,$¶V 5334 ³%HVW 3UDFWLFHV IRU

5HVHDUFK´ PRQRJUDSK VWDWHV= ³$W WKH KHDUW RI WKHVH DQG RWKHU EHVW SUDFWLFHV DGRSWHG E\ 6,$ LV WKH FRUH

SULQFLSOH WKDW WKH LQYHVWRUV¶ LQWHUHVWV PXVW FRPH ILUVW1 7KLV SULQFLSOH LV WKH VRXUFH RI WKH WUXVW DQG

FRQILGHQFH WKDW WKH VHFXULWLHV LQGXVWU\ KDV HDUQHG IURP WKH SXEOLF1 7R DELGH E\ WKH KLJKHVW SURIHVVLRQDO

VWDQGDUGV LV WKH UHVSRQVLELOLW\ ZH LQFXUUHG ZKHQ ZH FKRVH WR PDQDJH RWKHU SHRSOHV¶ PRQH\1 $Q\WKLQJ

OHVV ZRXOG EH LQFRQVLVWHQW ZLWK WKH WUXVW RXU FOLHQWV KDYH LQ XV DQG D EHWUD\DO RI RXU SURIHVVLRQDO

REOLJDWLRQ1´ ;4 7KLV VWDWHPHQW VXJJHVWV WKDW EURNHUDJH ILUPV EHOLHYH WKDW LQ RUGHU WR FRQWLQXH WR DWWUDFW DQG

PDLQWDLQ LQYHVWRUV¶ EXVLQHVV LQ WKH ORQJ UXQ/ WKH\ PXVW FUHGLEO\ VLJQDO WKDW WKH\ DUH ORRNLQJ RXW IRU WKH

EHVW LQWHUHVWV RI WKHVH FOLHQWV1 <HW/ IHZ LI DQ\ LQYHVWRUV DUH ZLOOLQJ WR SD\ KDUG GROODUV IRU EURNHUDJH

UHVHDUFK UHSRUWV RU UHFRPPHQGDWLRQV1 7KDW LV/ EURNHUDJH UHVHDUFK XVXDOO\ LV QRW VROG GLUHFWO\/ EXW LQVWHDG
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LV D SURGXFW EXQGOHG ZLWK WUDQVDFWLRQV VHUYLFHV1 $V ORQJ DV UHVHDUFK DQG UHFRPPHQGDWLRQV DUH DFFRXQWHG

IRU DV D FRVW UDWKHU WKDQ D GLUHFW VRXUFH RI UHYHQXHV DQG SURILWV/ LW PD\ EH GLIILFXOW IRU EURNHUDJH ILUPV WR

DVVHVV WKH EHQHILWV RI UHSXWDWLRQV IRU LQGHSHQGHQFH DQG REMHFWLYLW\ YHUVXV WKH EHQHILWV RI XVLQJ UHVHDUFK/ DW

OHDVW WR VRPH H[WHQW/ WR ERRVW SURILWV WKURXJK VHOOLQJ VWRFN DQG HQFRXUDJLQJ WUDGLQJ1

&1 5HLQIRUFHPHQW RI ³&KLQHVH ILUHZDOOV´

,Q KHU WHVWLPRQ\ WR &RQJUHVV/ $FWLQJ 6(& &KDLUPDQ 8QJHU QRWHV= ³WKHUH PD\ EH EHQHILWV IURP UHVHDUFK

DQDO\VWV ZRUNLQJ ZLWK LQYHVWPHQW EDQNHUV1 )RU H[DPSOH/ DQ LQYHVWPHQW EDQNHU XQGHUZULWLQJ D FRPSDQ\¶V

RIIHULQJ ZLOO VRPHWLPHV HPSOR\ LWV ILUP¶V UHVHDUFK DQDO\VWV WR KHOS LW FRQGXFW LWV GXH GLOLJHQFH

LQYHVWLJDWLRQ LQWR WKH FRPSDQ\ LW LV XQGHUZULWLQJ1 7KH GXH GLOLJHQFH LQYHVWLJDWLRQ KHOSV HQVXUH WKDW WKH

SURVSHFWXV FRQWDLQV DOO PDWHULDO LQIRUPDWLRQ UHTXLUHG WR EH GLVFORVHG1 ,Q WKHVH FDVHV/ UHVHDUFK DQDO\VWV

SOD\ DQ LPSRUWDQW UROH LQ IDFLOLWDWLQJ WKH GXH GLOLJHQFH SURFHVV/ HVSHFLDOO\ LQ H[SHGLWHG RIIHULQJV1´;5

7KH 6,$ ³%HVW 3UDFWLFHV IRU 5HVHDUFK´ UHFRPPHQGV D QXPEHU RI JXLGHOLQHV WKDW ZRXOG DWWHPSW WR

UHLQIRUFH WKH VHSDUDWLRQ +³&KLQHVH ILUHZDOO´, EHWZHHQ LQYHVWPHQW EDQNLQJ DQG UHVHDUFK ZLWKLQ EURNHUDJH

ILUPV1 7KHVH UHFRPPHQGDWLRQV LQFOXGH=

4, 5HVHDUFK DQDO\VWV VKRXOG QRW UHSRUW WR LQYHVWPHQW EDQNLQJ1

5, $ UHVHDUFK¶V DQDO\VW¶V SD\ VKRXOG QRW EH GLUHFWO\ OLQNHG WR VSHFLILF LQYHVWPHQW EDQNLQJ

WUDQVDFWLRQV/ VDOHV DQG WUDGLQJ UHYHQXHV/ RU DVVHW PDQDJHPHQW IHHV1

6, $Q DQDO\VW VKRXOG QRW VXEPLW UHVHDUFK WR LQYHVWPHQW EDQNLQJ RU WR FRUSRUDWH PDQDJHPHQWV IRU

DSSURYDO1 ;6

,QVWLWXWLRQDO LQYHVWRUV FOHDUO\ GR QRW EHOLHYH WKDW ILUHZDOOV H[LVW DW WKLV WLPH1 %RQL DQG :RPDFN ILQG

WKDW ;:( EHOLHYH DQ DQDO\VW¶V GHVLUH WR UHWDLQ DQG DWWUDFW LQYHVWPHQW0EDQNLQJ FOLHQWV IRU WKH ILUP LV DQ

LPSRUWDQW PRWLYDWLRQ1;7 3HUKDSV PRUH LQWHUHVWLQJO\/ PDQ\ LQVWLWXWLRQDO LQYHVWRUV GRXEW WKDW JXLGHOLQHV WR

UHLQIRUFH &KLQHVH ZDOOV FRXOG EH HQIRUFHG= <4( EHOLHYH UHVHDUFK VKRXOG QRW UHSRUW WR LQYHVWPHQW EDQNLQJ

EXW RQO\ 7;( RI WKHVH UHVSRQGHQWV EHOLHYH WKLV JXLGHOLQH FDQ EH FUHGLEO\ HQIRUFHG1 0RVW +;<(, EHOLHYH

DQDO\VW SD\ VKRXOG QRW EH OLQNHG WR VSHFLILF LQYHVWPHQW EDQNLQJ WUDQVDFWLRQV EXW RQO\ 69( RI WKHVH
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UHVSRQGHQWV EHOLHYH WKLV JXLGHOLQH FDQ EH FUHGLEO\ HQIRUFHG1 )LQDOO\/ <3( EHOLHYH DQDO\VWV VKRXOG QRW

VXEPLW UHVHDUFK WR LQYHVWPHQW EDQNLQJ RU FRUSRUDWH PDQDJHPHQWV EXW 77( RI WKHVH UHVSRQGHQWV GRXEW WKLV

JXLGHOLQH FDQ EH FUHGLEO\ HQIRUFHG1

'1 6WDQGDUGL]DWLRQ RI UDWLQJV

$V GLVFXVVHG HDUOLHU/ UDWLQJV FDWHJRULHV YDU\ DFURVV EURNHUDJH ILUPV1 )RU H[DPSOH/ 3UXGHQWLDO¶V DQDO\VWV

JLYH D VWRFN RQH RI WKUHH SRVVLEOH UDWLQJV= ³EX\´/ ³KROG´ RU ³VHOO´1 ,Q FRQWUDVW/ DV RI 1RYHPEHU 46/ 5334/

0HUULOO /\QFK PDLQWDLQHG 44 UDWLQJ OHYHOV= ³QHDU0WHUP EX\´/ ³ORQJ0WHUP EX\´/ ³QHDU0WHUP DFFXPXODWH´/

³ORQJ0WHUP DFFXPXODWH´/ ³QHDU0WHUP QHXWUDO´/ ³ORQJ0WHUP QHXWUDO´/ ³QHDU0WHUP UHGXFH´/ ³ORQJ0WHUP

UHGXFH´/ ³QHDU0WHUP VHOO´/ ³ORQJ0WHUP VHOO´/ DQG ³QR RSLQLRQ´1 ;8 6RPH UHJXODWRUV KDYH VXJJHVWHG UDWLQJV

WHUPLQRORJ\ PD\ FRQIXVH LQYHVWRUV1 ;9 $QG\ 0HOQLFN/ 'LUHFWRU RI *OREDO 6HFXULWLHV 5HVHDUFK )

(FRQRPLFV DW 0HUULOO /\QFK/ DUJXHV WKDW GLIIHUHQW LQYHVWRUV KDYH GLIIHUHQW QHHGV DQG REMHFWLYHV1 )RU

H[DPSOH/ \RXQJHU LQYHVWRUV PD\ SUHIHU LQYHVWPHQWV ZLWK KLJKHU H[SHFWHG UHWXUQ DQG KLJKHU H[SHFWHG ULVN

WKDQ WKRVH FORVH WR UHWLUHPHQW1 7KH PXOWL0WLHUHG UDWLQJV V\VWHP DOORZV 0HUULOO /\QFK¶V UHVHDUFK DQDO\VWV

WR FRPPXQLFDWH WKH QHFHVVDU\ ULVN2UHWXUQ SURILOHV RI UHVHDUFK UHFRPPHQGDWLRQV WR LWV EURNHUV DQG FOLHQWV1

$V RI 2FWREHU 5334/ WKH 6,$ $G +RF &RPPLWWHH RQ $QDO\VW ,QWHJULW\ KDG GLVFXVVHG SRVVLEOH

VWDQGDUGL]DWLRQ RI UDWLQJV FDWHJRULHV DFURVV ILUPV ZLWKRXW FRPLQJ WR D FRQVHQVXV1

)LQGLQJV RI %RQL DQG :RPDFN VXJJHVW ILUPV¶ WLPH ZRXOG EH EHWWHU VSHQW ZRUNLQJ WR FRQWLQXH WR

FODULI\ UDWLQJV UDWKHU WKDQ DWWHPSWLQJ WR DJUHH RQ D VWDQGDUGL]DWLRQ RI UDWLQJV1;: $OWKRXJK 89( RI

SURIHVVLRQDO PRQH\ PDQDJHUV DQG EX\0VLGH DQDO\VWV DJUHH WKDW VWDQGDUGL]DWLRQ RI UDWLQJV ZRXOG EH

KHOSIXO/ ;<( EHOLHYH HDFK ILUP VKRXOG FOHDUO\ GHILQH LWV IRUPDO UDWLQJV V\VWHP DQG SXEOLVK WKLV

LQIRUPDWLRQ LQ HYHU\ UHSRUW RU PDNH LW RWKHUZLVH DYDLODEOH1 7KHLU UHVSRQVHV DOVR VXJJHVW WKHUH LV DQ

XQZULWWHQ ³FRGH ODQJXDJH´ DPRQJ DQDO\VWV= :<( VD\ WKH\ LQWHUSUHW ³KROG´ UHFRPPHQGDWLRQV DV ³VHOO´

UHFRPPHQGDWLRQV1 ,Q -XQH 5334/ 3UXGHQWLDO VDLG LW ZDV ³HQFRXUDJLQJ LWV DQDO\VWV WR FDOO D VWRFN D ³VHOO´

LQVWHDG RI KLGLQJ EHKLQG HXSKHPLVPV VXFK DV µQHXWUDO¶ RU µPDUNHW SHUIRUP¶´1;;
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(1 0RUH ³VHOO´ UHFRPPHQGDWLRQV

*LYHQ WKH ZLGHO\0GRFXPHQWHG SRVLWLYH ELDV LQ DQDO\VW UHFRPPHQGDWLRQV +L1H1/ PDQ\ PRUH

UHFRPPHQGDWLRQV WR EX\ WKDQ VHOO,/ VRPH LQVWLWXWLRQDO LQYHVWRUV KDYH ORQJ DUJXHG DQDO\VWV QHHG WR

LQFUHDVH WKH QXPEHU RI VHOO UHFRPPHQGDWLRQV WKH\ PDNH1;< 6HYHUDO RI WKH EURNHUDJH UHVHDUFK GLUHFWRUV

ZLWK ZKRP ZH VSRNH VDLG WKLV LV DQ LPSRUWDQW VWHS WRZDUG UHVWRULQJ LQYHVWRU FRQILGHQFH1 %RQL DQG

:RPDFN ILQG WKDW PRVW RI SURIHVVLRQDO PRQH\ PDQDJHUV DQG EX\0VLGH DQDO\VWV +;8(, EHOLHYH DQDO\VWV

VKRXOG LVVXH PRUH VHOO UHFRPPHQGDWLRQV1<3

)1 ,QYHVWRU HGXFDWLRQ

,Q LVVXLQJ LWV 5334 ,QYHVWRU $OHUW/ WKH 6(& LQGLFDWHG WKDW LW EHOLHYHV LQGLYLGXDO LQYHVWRUV DUH DW D

GLVDGYDQWDJH XQOHVV WKH\ IXOO\ DSSUHFLDWH WKH FRQIOLFWV RI LQWHUHVW WKDW EURNHUDJH DQDO\VWV IDFH1 &OHDUO\/

IXOO GLVFORVXUH ZRXOG KDYH WR JR KDQG LQ KDQG ZLWK WKH HGXFDWLRQ RI UHWDLO LQYHVWRUV1 )RU H[DPSOH/ DV

GLVFXVVHG LQ WKH LQFUHDVHG GLVFORVXUH VHFWLRQ DERYH/ LW LV LPSRUWDQW IRU LQYHVWRUV WR EH DEOH WR REVHUYH

ZKHQ DQDO\VWV¶ ILUPV KDYH XQGHUZULWLQJ UHODWLRQVKLSV ZLWK WKH FRPSDQLHV DERXW ZKLFK WKH\ ZULWH DQG

UHFRPPHQG1 %XW GLVFORVXUH DORQH ZRXOG EH LQHIIHFWLYH IRU WKRVH ZKR GLG QRW DOVR XQGHUVWDQG WKH ELDV LQ

UHVHDUFK WKDW WKH UHODWLRQVKLS SRUWHQGV RQ DYHUDJH1

*1 ([SDQVLRQ RI LQGHSHQGHQW UHVHDUFK VHUYLFHV1

(FRQRPLVWV PLJKW DUJXH WKDW LI LQGHSHQGHQW UHVHDUFK KDV YDOXH/ WKHUH VKRXOG EH D PDUNHW IRU DQDO\VWV DQG

ILUPV WKDW SURYLGH UHVHDUFK LQGHSHQGHQW IURP EURNHUDJH ILUPV1 7KHUH DUH LQ IDFW LQGHSHQGHQW UHVHDUFK

ILUPV DQG ILUPV WKDW GR OLWWOH RU QR LQYHVWPHQW EDQNLQJ EXVLQHVV1 $OWKRXJK PDQ\ RI WKH ODUJHVW

LQVWLWXWLRQDO LQYHVWRUV PDLQWDLQ WKHLU RZQ UHVHDUFK VWDIIV/ VRPH LQYHVWPHQW PDQDJHUV SD\ IRU LQGHSHQGHQW

UHVHDUFK1 %RQL DQG :RPDFN UHSRUW 79( RI WKH SURIHVVLRQDO PRQH\ PDQDJHUV DQG EX\0VLGH DQDO\VWV

VXUYH\HG SD\ IRU LQGHSHQGHQW UHVHDUFK DQG LQGLFDWH WKDW WKH\ EHOLHYH WKH H[LVWLQJ FRPSDQLHV WKDW RIIHU LW
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DUH VXIILFLHQW1<4 $ERXW KDOI +84(, VD\ WKDW WKH LQGHSHQGHQW UHVHDUFK WKH\ EX\ LV W\SLFDOO\ PRUH XVHIXO

WKDQ WKH VHOO0VLGH UHVHDUFK WKH\ UHFHLYH1 $ERXW WZR0WKLUGV +98(, VD\ WKH\ DQWLFLSDWH WKDW WKH GHPDQG IRU

DQG XVDJH RI LQGHSHQGHQW VHUYLFHV ZLOO LQFUHDVH LQ WKH IXWXUH DQG 87( VD\ WKHLU ILUPV ZRXOG EH ZLOOLQJ WR

SD\ PRUH IRU LQGHSHQGHQW UHVHDUFK EXW WKDW PRUH RU EHWWHU TXDOLW\ VHUYLFHV DUH QHHGHG1 2QO\ 56( VD\ WKH\

DUH XQZLOOLQJ WR SD\ IRU LQGHSHQGHQW UHVHDUFK EHFDXVH WKH\ DUH DEOH WR GH0ELDV DQG XVH VHOO0VLGH UHVHDUFK DW

D ORZHU FRVW1

,Q DQ 2FWREHU 5334 SROO RI LQYHVWPHQW PDQDJHUV/ ,QVWLWXWLRQDO ,QYHVWRU IRXQG DERXW :7( RI

UHVSRQGHQWV VDLG ³WKH\ ZRXOG EH WR SD\ PRUH IRU UHVHDUFK GHHPHG LQGHSHQGHQW IURP FRUSRUDWH ILQDQFH´1<5

,QVWLWXWLRQDO ,QYHVWRU DOVR QRWHV WKDW VRPH VHFXULWLHV ILUPV ³DUH VNHSWLFDO DERXW WKH SURVSHFWV IRU

LQGHSHQGHQW UHVHDUFK ILUPV´1<6 $OIUHG -DFNVRQ/ KHDG RI JOREDO UHVHDUFK IRU &UHGLW 6XLVVH )LUVW %RVWRQ/

VDLG/ ³, GRQ¶W NQRZ KRZ WKDW NLQG RI LQGHSHQGHQW UHVHDUFK LV JRLQJ WR EH SDLG IRU1 ,QVWLWXWLRQV KDYHQ¶W

SDLG IRU LW LQ 5; \HDUV/ DQG , GRQ¶W NQRZ KRZ WKDW WKH\ DUH JRLQJ WR VWDUW QRZ´1<7 7KH PDQDJLQJ GLUHFWRU

RI JOREDO LQYHVWPHQW UHVHDUFK DW RQH LQYHVWPHQW EDQN WROG XV WKDW LQGHSHQGHQW UHVHDUFK ILUPV ZLOO QHYHU EH

DEOH WR UHWDLQ RU FRPSHWH IRU WKH EHVW DQDO\VWV= WKH\ ZLOO QHYHU EH DEOH WR RIIHU WKH FRPSHQVDWLRQ SDFNDJHV

WKDW LQYHVWPHQW EDQNLQJ ILUPV FDQ1

91 &RQFOXVLRQV

,Q WKLV SDSHU/ ZH KDYH H[DPLQHG WKH :DOO 6WUHHW FRQWURYHUV\/ LWV XQGHUSLQQLQJV/ DQG SURSRVHG IL[HV1 :H

KDYH DUJXHG WKDW DQDO\VWV¶ HPSOR\HUV/ WKH FRPSDQLHV UHVHDUFKHG/ DQG SHUKDSV HYHQ WKH LQVWLWXWLRQDO PRQH\

PDQDJHUV WKHPVHOYHV/ SURYLGH DQDO\VWV ZLWK LQFHQWLYHV WKDW DUH ³PLVDOLJQHG´ IURP WKH SHUVSHFWLYH RI

PDQ\ LQGLYLGXDO LQYHVWRUV1 $V D UHVXOW/ ZH FRQFOXGH WKDW WKH SURSRVHG IL[HV/ IRU WKH PRVW SDUW/ DUH

XQOLNHO\ WR WUXO\ UHVWRUH :DOO 6WUHHW UHVHDUFK FUHGLELOLW\1

,W LV ZRUWK HPSKDVL]LQJ WKUHH SRLQWV ZH EHOLHYH DUH WKH PRVW FULWLFDO WR XQGHUVWDQGLQJ WKH FRQWURYHUV\1

)LUVW/ FRQVLGHU WKH TXHVWLRQ=:K\ GR EURNHUDJH ILUPV HPSOR\ DQDO\VWV WR SURYLGH LQYHVWPHQW UHVHDUFK"

3ULPDULO\/ ZH EHOLHYH/ LW LV WR HQFRXUDJH FOLHQWV¶ WUDQVDFWLRQV LQ VWRFNV DQG ERQGV/ DQG/ LQ WKH FDVH RI WKH



5;

ODUJHVW EURNHUDJH ILUPV/ WR IDFLOLWDWH XQGHUZULWLQJ1 ,Q D WKHRUHWLFDO VHQVH/ EURNHUDJH ILUPV VKRXOG SHUKDSV

EH WKRXJKW RI DV ILQDQFLDO LQWHUPHGLDULHV/ PDNLQJ SRVVLEOH LQWHUWHPSRUDO FDVK IORZ DQG ULVN VKLIWLQJ

DPRQJ DJHQWV1 %XW LQ D PRUH EDVLF VHQVH/ WKH\ DUH PDUNHWHUV/ HDUQLQJ FRPPLVVLRQV DQG IHHV WKH PRUH

WUDQVDFWLRQV WKDW WKH\ IDFLOLWDWH EHWZHHQ EX\HUV DQG VHOOHUV1 ,W LV WKXV QRW VXUSULVLQJ WKDW WKHVH ILUPV IDFH

LQWHUQDO FRQIOLFWV DV WR KRZ EHVW WR VHUYH ERWK LQYHVWRU DQG LVVXHU FOLHQWV1 :KLOH LQYHVWRUV ZRXOG SUREDEO\

SUHIHU UHVHDUFK DQDO\VWV WR EH ³WUXWK WHOOHUV´/ LVVXHUV ZRXOG SUHIHU UHVHDUFK DQDO\VWV WR EH PDUNHWHUV1

:KHQ IHZ LQYHVWRUV DUH ZLOOLQJ WR SD\ GLUHFWO\ IRU UHVHDUFK DQG ZKHQ XQGHUZULWLQJ IHHV GZDUI EURNHUDJH

FRPPLVVLRQV/ KRZ FDQ EURNHUDJH ILUPV FUHGLEO\ FRQYLQFH LQYHVWRUV WKDW WKHLU LQWHUHVWV ZLOO QRW EH

GRPLQDWHG E\ WKH LQWHUHVWV RI ERUURZHUV"

$ QXPEHU RI VHFXULWLHV ILUPV KDYH DQQRXQFHG FKDQJHV LQ WKHLU SROLFLHV UHJDUGLQJ DQDO\VWV¶ RZQHUVKLS

RI VWRFNV WKH\ FRYHU1 6HFXULWLHV ILUPV PD\ EH UHOXFWDQW WR FKDQJH SROLFLHV WR DGGUHVV RWKHU SHUFHLYHG

FRQIOLFWV RI LQWHUHVW/ KRZHYHU/ GXH WR FRQFHUQV RYHU WKHLU LPSDFW RQ SHQGLQJ RU SRWHQWLDO OHJDO DFWLRQ1 7KH

VHWWOHPHQW DPRXQWV WKDW FRXOG UHVXOW IURP VXFK LQYHVWRU DFWLRQV FRXOG EH HQRUPRXV1 )RU H[DPSOH/ LQ

0DUFK 5334/ RQH LQYHVWRU/ 'HEDVHV .DQMLODO/ ILOHG DQ DUELWUDWLRQ FODLP DJDLQVW 0HUULOO /\QFK DQG RQH RI

LWV DQDO\VWV/ +HQU\ %ORGJHW1 .DQMLODO FODLPHG WKDW EHFDXVH 0HUULOO /\QFK DQG %ORGJHW VWRRG WR JDLQ IURP

IXWXUH ILQDQFLDO GHDOLQJV ZLWK ,QIR6SDFH ,QF1/ %ORGJHW PDLQWDLQHG XQUHDOLVWLF EX\ UHFRPPHQGDWLRQV DQG

SULFH WDUJHWV1 +H DOVR DUJXHG WKDW %ORGJHW GLG QRW GLVFORVH WKH FRQIOLFW RI LQWHUHVW SUHVHQWHG E\ 0HUULOO

/\QFK¶V FRUSRUDWH ILQDQFH GHDOLQJV ZLWK ,QIR6SDFH RU WKDW KLV FRPSHQVDWLRQ ZDV SDUWO\ GHWHUPLQHG E\

ZKHWKHU KH EURXJKW FRUSRUDWH ILQDQFLQJ GHDOV WR 0HUULOO /\QFK1 ,Q -XO\/0HUULOO /\QFK VHWWOHG WKH FDVH IRU

'733/333 ³WR DYRLG WKH H[SHQVH DQG GLVWUDFWLRQ RI SURWUDFWHG OLWLJDWLRQ´1<8

$OVR FULWLFDO WR XQGHUVWDQGLQJ WKH UHVHDUFK FUHGLELOLW\ SUREOHP LV WKH LPSRUWDQW UROH RI WKH

FRUSRUDWLRQV/ WKH WDUJHWV RI DQDO\VWV¶ UHSRUWV DQG UHFRPPHQGDWLRQV/ ZKLFK FRQWURO DFFHVV WR YLWDO

LQIRUPDWLRQ DQDO\VWV QHHG1 7KH\ UHSRUWHGO\ SHUPLW XQIHWWHUHG DFFHVV RQO\ WR WKRVH DQDO\VWV WKDW VWD\ FORVH

WR WKH FRPSDQ\¶V SDUW\ OLQH1 ,W LV HDV\ WR EODPH DQDO\VWV IRU QRW EHLQJ REMHFWLYH1 %XW RQH RI WKH UHDO

SUREOHPV OLHV ZLWK WKH FRUSRUDWLRQV LI WKH\ VWUDWHJLFDOO\ GROH RXW WKH PRVW YDOXDEOH LQIRUPDWLRQ RQO\ WR

WKRVH ZKR ³FRRSHUDWH´ ZLWK PDQDJHPHQWV¶ RSWLPLVWLF IRUHFDVWV1 5HJXODWLRQ )' OLPLWV WKH UHOHDVH RI
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PDWHULDO LQIRUPDWLRQ/ EXW RWKHU WHFKQLFDOO\ QRQPDWHULDO LQIRUPDWLRQ/ VXFK DV VWUDWHJLF RU ORQJ0WHUP SODQV/

LV DOVR YDOXHG KLJKO\ E\ LQYHVWRUV DQG KHQFH DQDO\VWV1 :KLOH WKH ODUJHVW LQVWLWXWLRQDO LQYHVWRUV RIWHQ

GHYHORS WKHLU RZQ GLUHFW OLQNV WR FRUSRUDWH H[HFXWLYHV/ VHOO0VLGH DQDO\VWV DUH DZDUGHG +LI WKH\ FRRSHUDWH,

WKH SULYLOHJHG VWDWXV RI LQIRUPDWLRQ LQWHUPHGLDULHV EHWZHHQ FRUSRUDWLRQV DQG WKHLU VPDOO DQG PHGLXP0

VL]HG LQYHVWRUV1 6R/ ZKLOH VHOO0VLGH UHVHDUFK PD\ EH ELDVHG/ WR PDQ\ LQYHVWRUV/ LW PD\ DOVR EH WKH RQO\

DYDLODEOH LQIRUPDWLRQ H[FHSW IRU UHJXODWHG UHSRUWLQJ UHTXLUHPHQWV1

7KLUG/ ZH FRQFOXGH SURIHVVLRQDO PRQH\ PDQDJHUV XQGHUVWDQG WKH SUHVVXUHV DQG LQFHQWLYHV WKDW

DQDO\VWV IDFH DQG WKH UHVXOWLQJ RSWLPLVP ELDVHV1 $OWKRXJK WKH\ FXUUHQWO\ DFW WR ILOWHU DQG GH0ELDV DQDO\VWV¶

LQIRUPDWLRQ/ WKH\ LQGLFDWH VWURQJ SUHIHUHQFHV IRU LQFUHDVHG GLVFORVXUH1 :H FRQFOXGH VPDOO LQYHVWRUV/ RQ

WKH RWKHU KDQG/ ZKLFK WKH 6(& ZDQWV WR SURWHFW DQG DVVLVW/ KDYH OHVV DSSUHFLDWLRQ IRU WKH VXEWOHWLHV RI

WKHVH SUHVVXUHV/ LQFHQWLYHV/ DQG UHVXOWLQJ ELDVHV1 :LWKRXW DGHTXDWH HGXFDWLRQ/ WKH\ ZLOO FRQWLQXH WR EH

GLVDGYDQWDJHG ZKHQ WKH\ GR QRW XQGHUVWDQG WKDW ³EX\´ PD\ QRW PHDQ ³EX\´ DQG ³KROG´ GHILQLWHO\ PHDQV

³VHOO´1

)LQDOO\/ ZH DVN= ,V WKHUH D PDUNHW IDLOXUH LQKHUHQW LQ WKLV FUHGLELOLW\ SUREOHP" 7KHUH LV OLWWOH RVWHQVLEOH

HYLGHQFH IURP LQYHVWPHQW EDQNV RU SURIHVVLRQDO LQYHVWRUV WR VXJJHVW VR1 ,W LV XQOLNHO\ WKDW IHZHU

VHFXULWLHV DUH LVVXHG WR WKRVH LQYHVWRUV ZLOOLQJ WR SD\1 7KHUH LV DOVR OLWWOH HYLGHQFH WKDW SURIHVVLRQDO

LQYHVWRUV SXQLVK LQYHVWPHQW EDQNV E\ WDNLQJ WKHLU EXVLQHVV HOVHZKHUH EHFDXVH RI ELDVHG UHVHDUFK1 :KLOH

LW PD\ EH KDUG WR DUJXH WKDW VHFXULWLHV LVVXDQFH LV VXE0RSWLPDOO\ DOORFDWHG/ KRZHYHU/ LW ZRXOG EH KDUG WR

DUJXH WKDW WKH EXUGHQ RI ELDVHG UHVHDUFK LV WKHUHIRUH QRW FRVWO\ WR VRPH PDUNHW SDUWLFLSDQWV1 ,W LV TXLWH

XQOLNHO\ WKDW LQGLYLGXDO LQYHVWRUV XQGHUVWDQG DQG DUH DEOH WR GH0ELDV DQDO\VWV¶ LQIRUPDWLRQ ZLWKRXW

LQFUHDVHG DZDUHQHVV DQG HGXFDWLRQ1

$OWKRXJK PDQ\ SURIHVVLRQDO PRQH\ PDQDJHUV VD\ WKH\ XQGHUVWDQG DQDO\VWV¶ FRQIOLFWV RI LQWHUHVWV DQG

DGMXVW DFFRUGLQJO\/ WKH ODUJHVW PDLQWDLQ WKHLU RZQ LQ0KRXVH UHVHDUFK VWDIIV DQG VRPH SXUFKDVH LQGHSHQGHQW

UHVHDUFK1 ,I/ DV D UHVXOW RI WKH :DOO 6WUHHW FUHGLELOLW\ FRQWURYHUV\/ WKH GHPDQG IRU LQGHSHQGHQW UHVHDUFK

LQFUHDVHV/ WKH VXSSO\ RI LQGHSHQGHQW VHUYLFHV ZLOO OLNHO\ JURZ WR PHHW LW1 7KXV/ ZKLOH DQ HFRQRPLF

VROXWLRQ DJDLQ H[LVWV IRU LQVWLWXWLRQDO LQYHVWRUV/ LW LV D GXELRXV IL[ IRU WKH XQHGXFDWHG LQGLYLGXDO LQYHVWRU1
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3HUKDSV WKH VLQJOH ODUJHVW UHDVRQ WKDW IHZ FKDQJHV DUH OLNHO\ WR UHVXOW IURP WKH UHVHDUFK FUHGLELOLW\

GHEDWH LV VLPSO\ WKH WLPLQJ RI WKH GHEDWH1 ,URQLFDOO\/ GXULQJ -XO\ 5334/ ZKHQ ZH DVNHG RQH UHVHDUFK

GLUHFWRU RI D ODUJH LQYHVWPHQW EDQN ZKHWKHU KH EHOLHYHG WKH UHVHDUFK FUHGLELOLW\ FRQWURYHUV\ ZRXOG ³EORZ

RYHU´/ KH LQGLFDWHG WKLV ZDV XQOLNHO\ XQOHVV HLWKHU WKH VWRFN PDUNHW UDOOLHG RU D PDMRU FULVLV SURYLGHG D

GLVWUDFWLRQ1 ,Q IDFW/ VLQFH WKH WHUURULVW DWWDFNV RI 6HSWHPEHU 44 DQG WKH UHVXOWLQJ IRFXV RQ SUHSDUHGQHVV IRU

IXWXUH DWWDFNV/ WKH GHEDWH RYHU DQDO\VW LQGHSHQGHQFH DSSHDUV WR KDYH ³ORVW PXFK RI LWV VWHDP´1 <9/ <:

6LQFH WKH 6HSWHPEHU WHUURULVW DWWDFNV/ QHZ 6(& &KDLUPDQ +DUYH\ 3LWW KDV VWDWHG WKDW UDWKHU WKDQ

KDYLQJ WKH 6(& SXW IRUWK QHZ UHJXODWLRQV/ KH ZRXOG SUHIHU WKDW WKH VHFXULWLHV LQGXVWU\ GHWHUPLQH LWV RZQ

UXOHV IRU GHDOLQJ ZLWK DQDO\VWV¶ FRQIOLFWV1 $V UHFHQWO\ DV 'HFHPEHU 5334/ D VSRNHVPDQ IRU 5HSUHVHQWDWLYH

5LFKDUG %DNHU/ VXEFRPPLWWHH FKDLUPDQ RI ODVW VXPPHU¶V &RQJUHVVLRQDO KHDULQJV RQ DQDO\VW

LQGHSHQGHQFH/ VWDWHG= ³:H¶UH JHWWLQJ FORVH WR SLFNLQJ WKLV UHIRUP HIIRUW EDFN XS1´<; %XW KH DOVR QRWHG/

³7KH EHVW ZD\ WR GHVFULEH LW LV WKDW ZH¶UH VWLOO ZDLWLQJ WR KHDU EDFN IURP :DOO 6WUHHW DERXW VHULRXV HIIRUWV

WR FXUH WKHPVHOYHV1´<< 3HUKDSV WKH VWURQJHVW LQTXLU\ LQWR DQDO\VW LQGHSHQGHQFH ZLOO EH WKDW E\ WKH 1HZ

<RUN VWDWH DWWRUQH\ JHQHUDO¶V RIILFH/ ZKLFK KDV XQGHUWDNHQ D ³JHQHUDO SUREH RI DQDO\VWV¶ FRQIOLFWV´1433 ,Q

WKH SDVW/ WKH 1HZ <RUN DWWRUQH\ JHQHUDO¶V RIILFH KDV SXUVXHG FDVHV RI FULPLQDO DQG FLYLO VHFXULWLHV IUDXG

XQGHU D 1HZ <RUN VWDWH ODZ NQRZQ DV WKH 0DUWLQ $FW1434

,Q VXP/ ZH EHOLHYH WKH SURSRVDOV DQG DFWLRQV WR GDWH IURP EURNHUDJH ILUPV/ WKH 6,$/ &RQJUHVV/ WKH 6(&/

1$6'/ DQG $,05 DUH ³VWLFNV´ DQG QRW ³FDUURWV´= WKH\ DGGUHVV D IHZ VSHFLILF DQG PRVW HJUHJLRXV LVVXHV/

VXFK DV SUHYHQWLQJ DQDO\VWV IURP EHQHILWLQJ E\ WUDGLQJ LQ VWRFNV WKH\ UHFRPPHQG1 %XW ZLOO WKH SURSRVDOV

UHFRPPHQGHG E\ WKH 6,$/ $,05 DQG WKH EURNHUDJH ILUPV PHDQLQJIXOO\ UHVWRUH UHVHDUFK FUHGLELOLW\" $Q

DIILUPDWLYH DQVZHU WR WKDW TXHVWLRQ LV XQOLNHO\1 %URNHUDJH ILUPV DQG WKHLU DJHQWV/ WKHVH PXFK PDOLJQHG

VHFXULW\ DQDO\VWV/ DUH OLNH DOO RWKHU HFRQRPLF DJHQWV= WKH\ UHVSRQG WR LQFHQWLYHV1 1RQH RI WKH SURSRVDOV

FKDQJHV WKH LQFHQWLYHV RI EURNHUDJH ILUPV WR OHW FRUSRUDWH ILQDQFLQJ FOLHQWV¶ LQWHUHVWV GRPLQDWH LQYHVWRUV¶

LQWHUHVWV1 1RU GR WKH\ FKDQJH WKH LQFHQWLYHV RI FRUSRUDWH PDQDJHPHQWV WR PDQLSXODWH DQG SURPRWH WKHLU

RZQ RSWLPLVWLF VWRULHV E\ IRUFLQJ DQDO\VWV WR FRRSHUDWH RU EH VKXW RXW IURP DFFHVV WR PDQDJHPHQW¶V PRVW

UHFHQW DQG YDOXDEOH LQIRUPDWLRQ1
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5HIHUHQFHV

$VVRFLDWLRQ IRU ,QYHVWPHQW 0DQDJHPHQW DQG 5HVHDUFK +$,05,1 53341 ³3UHVHUYLQJ WKH ,QWHJULW\ RI

5HVHDUFK1´ $,05 3URSRVHG ,VVXHV 3DSHU/ -XO\ 431

%DUEHU/ %UDG/ 5HXYHQ /HKDY\/0DXUHHQ 0F1LFKROV/ DQG %UHWW 7UXHPDQ1 5334D1 ³&DQ ,QYHVWRUV 3URILW

IURP WKH 3URSKHWV" 6HFXULW\ $QDO\VW 5HFRPPHQGDWLRQV DQG 6WRFN 5HWXUQV1´ -RXUQDO RI )LQDQFH 89=

86408961

%DUEHU/ %UDG/ 5HXYHQ /HKDY\/0DXUHHQ 0F1LFKROV/ DQG %UHWW 7UXHPDQ1 5334E1 ³3URSKHWV DQG /RVVHV=

5HDVVHVVLQJ WKH 5HWXUQV WR $QDO\VWV* 6WRFN 5HFRPPHQGDWLRQV1´ 8QSXEOLVKHG SDSHU1 8QLYHUVLW\ RI

&DOLIRUQLD/ 'DYLV +0D\,1

%RQL/ /HVOLH/ DQG .HQW /1:RPDFN1 53341 ³:DOO 6WUHHW &UHGLELOLW\=:KDW 'R ,QYHVWRUV :DQW DQG 1HHG"´

8QSXEOLVKHG SDSHU1 8QLYHUVLW\ RI 1HZ 0H[LFR DQG 'DUWPRXWK &ROOHJH1

%URZQ/ 3KLOLS/ *HRUJH )RVWHU/ DQG (ULF 1RUHHQ1 4<;81 6HFXULW\ $QDO\VW 0XOWL0<HDU (DUQLQJV )RUHFDVWV

DQG WKH &DSLWDO 0DUNHW1 $PHULFDQ $FFRXQWLQJ $VVRFLDWLRQ1

&KRSUD/ 9LMD\ .1 4<<;1 ³:K\ 6R 0XFK (UURU LQ $QDO\VWV¶ (DUQLQJV )RUHFDVWV"´ )LQDQFLDO $QDO\VWV

-RXUQDO 87= 6306:1

&UDLJ/ 6XVDQ1 5334D1 ³'HDOV DQG 'HDO 0DNHUV= &UHGLW 6XLVVH /LPLWV +ROGLQJV RI ,WV $QDO\VWV1´ :DOO 6WUHHW

-RXUQDO +-XO\ 58,= &471

&UDLJ/ 6XVDQ1 5334E1 ³'HDOV DQG 'HDO 0DNHUV= 6HFXULWLHV 5XOHV $UH 0RVW 6WULFW DW %URNHU -RQHV1´ :DOO

6WUHHW -RXUQDO +-XO\ 45,= &461

&UDLJ/ 6XVDQ1 5334F1 ³6(& &KDLUPDQ 6HHV 1R ,QKHUHQW &RQIOLFW ,Q $QDO\VWV ,QYHVWLQJ LQ )LUPV 7KH\

&RYHU1´ :DOO 6WUHHW -RXUQDO +1RYHPEHU 45,= &;1

'H %RQGW/:DUQHU )101/ DQG 5LFKDUG 7KDOHU1 4<<31 ³'R 6HFXULW\ $QDO\VWV 2YHUUHDFW"´ $PHULFDQ

(FRQRPLF 5HYLHZ ;3= 8508:1
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'HFKRZ/ 3DWULFLD 01/ $P\ 31 +XWWRQ/ DQG 5LFKDUG *1 6ORDQ1 4<<;1 ³7KH 5HODWLRQ EHWZHHQ $QDO\VWV¶

)RUHFDVWV RI /RQJ07HUP (DUQLQJV *URZWK DQG 6WRFN 3ULFH 3HUIRUPDQFH )ROORZLQJ (TXLW\ 2IIHULQJV1´

8QSXEOLVKHG SDSHU1 8QLYHUVLW\ RI 0LFKLJDQ1

'LQL/ -XVWLQ1 53341 ³7KH $OO0$PHULFDQ 5HVHDUFK 7HDP1´ ,QVWLWXWLRQDO ,QYHVWRU +2FWREHU,= 44<04561

'UHPDQ/ 'DYLG 11/ DQG 0LFKDHO $1 %HUU\1 4<<81 ³$QDO\VW )RUHFDVWLQJ (UURUV DQG WKHLU ,PSOLFDWLRQV IRU

6HFXULW\ $QDO\VLV1´ )LQDQFLDO $QDO\VWV -RXUQDO 84= 630751

(ONLQG/ 3HWHU1 53341 ³:KHUH 0DU\ 0HHNHU :HQW :URQJ1´ )RUWXQH +0D\ 47,= 9;0;51

)HUQDQGH]/ )UDQN $1 53341 ³7KH 5ROHV DQG 5HVSRQVLELOLWLHV RI 6HFXULWLHV $QDO\VWV1´ 6HFXULWLHV ,QGXVWU\

$VVRFLDWLRQ 5HVHDUFK 5HSRUWV +$XJXVW,= 60431

)LQDQFLDO 7LPHV1 53341 ³6KRRW $OO WKH $QDO\VWV1´ 0DUFK 53/ SDJH 551

*DVSDULQR/ &KDUOHV1 5334D1 ³'HDOV DQG 'HDO 0DNHUV= 2XWORRN IRU $QDO\VWV= 6NHSWLFLVP DQG %ODPH1´ :DOO

6WUHHW -RXUQDO +-XQH 46,= &41

*DVSDULQR/ &KDUOHV1 5334E1 ³+HDUG RQ WKH 6WUHHW= 6WDWH ,QTXLU\ WR )ROORZ &ORVH RQ +HHOV RI 'HSDUWLQJ

0HUULOO /\QFK $QDO\VW1´ :DOO 6WUHHW -RXUQDO +'HFHPEHU 43,= &41

*DVSDULQR/ &KDUOHV/ DQG -HII '1 2SG\NH1 53341 ³0HUULOO $OWHUV D 3ROLF\ RQ $QDO\VWV ± 5XOH 3URKLELWV

%X\LQJ 6KDUHV LQ &RPSDQLHV1´ :DOO 6WUHHW -RXUQDO +-XO\ 44,= &41

7KH *XDUGLDQ1 53341 ³1RWHERRN= ,W¶V WKH 6HOO06HDVRQ RQ $QDO\VWV¶ 6WRFN1´ 0DUFK 55/ SDJH 561

+RQJ/ +DUULVRQ/ -HIIUH\ '1 .XELN/ DQG $PLW 6RORPRQ1 53331 ³6HFXULW\ $QDO\VWV¶ &DUHHU &RQFHUQV DQG

+HUGLQJ RI (DUQLQJV )RUHFDVWV1´ 5$1' -RXUQDO RI (FRQRPLFV 64= 45404771

+RQJ/ +DUULVRQ/ 7HUHQFH /LP/ DQG -HUHP\ &1 6WHLQ1 53331 ³%DG 1HZV 7UDYHOV 6ORZO\= 6L]H/ $QDO\VW

&RYHUDJH DQG 3URILWDELOLW\ RI 0RPHQWXP 6WUDWHJLHV1´ -RXUQDO RI )LQDQFH 88= 59805<91

+XWWRQ/ $P\ 31 53341 ³$ 5HYLHZ RI WKH 6HFXULWLHV ,QGXVWU\ $VVRFLDWLRQ¶V µ%HVW 3UDFWLFHV IRU 5HVHDUFK¶

IRU WKH +RXVH )LQDQFLDO 6HUYLFH &RPPLWWHH &DSLWDO 0DUNHWV 6XEFRPPLWWHH1´ 8QSXEOLVKHG SDSHU1

+DUYDUG %XVLQHVV 6FKRRO1
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-HJDGHHVK/ 1DUDVLPKDQ/ -RRQJK\XN .LP/ 6XVDQ '1 .ULVFKH/ DQG &KDUOHV 01&1 /HH1 53341 ³$QDO\]LQJ WKH

$QDO\VWV=:KHQ 'R 5HFRPPHQGDWLRQV +DYH 9DOXH"´ 8QSXEOLVKHG SDSHU1 &RUQHOO 8QLYHUVLW\

+1RYHPEHU,1

.DKQHPDQ/ 'DQLHO/ DQG 'DQ /RYDOOR1 4<<61 ³7LPLG &KRLFHV DQG %ROG )RUHFDVWV= $ &RJQLWLYH 3HUVSHFWLYH

RQ 5LVN 7DNLQJ1´ 0DQDJHPHQW 6FLHQFH 6<= 4:0641

.ULJPDQ/ /DXULH/:D\QH +1 6KDZ/ DQG .HQW /1:RPDFN1 53341 ³:K\ 'R )LUPV 6ZLWFK 8QGHUZULWHUV"´

-RXUQDO RI )LQDQFLDO (FRQRPLFV 93= 57805;71

/LQ/ +VLRX0ZHL/ DQG 0DXUHHQ 0F1LFKROV1 4<<;1 ³8QGHUZULWLQJ 5HODWLRQVKLSV/ $QDO\VWV¶ (DUQLQJV

)RUHFDVWV DQG ,QYHVWPHQW 5HFRPPHQGDWLRQV1´ -RXUQDO RI $FFRXQWLQJ DQG (FRQRPLFV 58= 434045:1

/LP/ 7HUHQFH1 53341 ³5DWLRQDOLW\ DQG $QDO\VWV¶ )RUHFDVW %LDV1´ -RXUQDO RI )LQDQFH 89= 69<06;81

0LFKDHO\/ 5RQL/ DQG .HQW /1:RPDFN1 4<<<1 ³&RQIOLFW RI ,QWHUHVW DQG WKH &UHGLELOLW\ RI 8QGHUZULWHU

$QDO\VW 5HFRPPHQGDWLRQV1´ 5HYLHZ RI )LQDQFLDO 6WXGLHV 6SHFLDO 4<<< +45,= 98609;91

1$6'1 53341 ³1RWLFH WR 0HPEHUV +170 34078,1´ -XO\ 51

5DJKDYDQ/ $QLWD/ 6XVDQ 3XOOLDP DQG -HII 2SG\NH1 53341 ³7HDP (IIRUW= %DQNV DQG 5HJXODWRUV 'UHZ

7RJHWKHU WR &DOP 0DUNHWV $IWHU $WWDFN 000 $QDO\VWV +HOG 7KHLU 7RQJXHV> )HG 3XPSHG ,Q 0RQH\>

6KRUWV :HUH 3XW RQ +ROG1´ :DOO 6WUHHW -RXUQDO +2FWREHU 4;,= $41

6DUJHQW/ &DURO\Q1 53331 ³7KH $OO0$PHULFDQ 5HVHDUFK 7HDP1´ ,QVWLWXWLRQDO ,QYHVWRU +2FWREHU,= 8:0:<1

6FKDFN/ -XVWLQ1 53341 ³6KRXOG $QDO\VWV 2ZQ 6WRFN LQ &RPSDQLHV 7KH\ &RYHU"´ ,QVWLWXWLRQDO ,QYHVWRU

+$SULO,= 930:41

6FKDUIVWHLQ/ 'DYLG 61/ DQG -HUHP\ &1 6WHLQ1 4<<31 ³+HUG %HKDYLRU DQG ,QYHVWPHQW1´ $PHULFDQ (FRQRPLF

5HYLHZ ;3= 79807:<1

6HFXULWLHV ,QGXVWU\ $VVRFLDWLRQ +6,$,1 5334D1 ³&RVWV DQG %HQHILWV RI 5HJXODWLRQ )DLU 'LVFORVXUH1´ 6,$

PRQRJUDSK1

6HFXULWLHV ,QGXVWU\ $VVRFLDWLRQ +6,$,1 5334E1 ³%HVW 3UDFWLFHV IRU 5HVHDUFK1´ 6,$ PRQRJUDSK1
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6LFRQROIL/0LFKDHO1 4<<81 ³,QFUHGLEOH µ%X\V¶=0DQ\ &RPSDQLHV 3UHVV $QDO\VWV WR 6WHHU &OHDU RI 1HJDWLYH

5DWLQJV ± 6WRFN 5HVHDUFK ,V 7DLQWHG DV 1D\VD\HUV $UH %DQQHG/ 8QGHUPLQHG DQG %HUDWHG1´ :DOO

6WUHHW -RXUQDO +-XO\ 4<,= $41

6WLFNHO/ 6FRWW (1 4<<31 ³3UHGLFWLQJ ,QGLYLGXDO $QDO\VW (DUQLQJV )RUHFDVWV1´ -RXUQDO RI $FFRXQWLQJ

5HVHDUFK 5;= 73<074:1

6WLFNHO/ 6FRWW (1 4<<51 ³5HSXWDWLRQ DQG 3HUIRUPDQFH $PRQJ 6HFXULW\ $QDO\VWV1´ -RXUQDO RI )LQDQFH 7:=

4;4404;691

6WLFNHO/ 6FRWW (1 4<<81 ³7KH $QDWRP\ RI WKH 3HUIRUPDQFH RI %X\ DQG 6HOO 5HFRPPHQGDWLRQV1´ )LQDQFLDO

$QDO\VWV -RXUQDO 84= 5806<1

7KXUP/ 6FRWW1 53341 ³:KHQ 'R $QDO\VWV &RYHU 7KHLU 2ZQ ,QWHUHVWV" &RQIOLFWV $ULVH :KHQ 5HVHDUFKHUV

5HSRUW RQ &RPSDQLHV LQ :KLFK 7KH\ +DYH 6WDNHV1´ :DOO 6WUHHW -RXUQDO +'HFHPEHU 43,= &41

8QJHU/ /DXUD 61 +8161 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ $FWLQJ &KDLUPDQ,1 5334D1 ³+RZ &DQ

$QDO\VWV 0DLQWDLQ 7KHLU ,QGHSHQGHQFH"´ 5HPDUNV DW WKH 5D\ *DUUHWW -U1 &RUSRUDWH DQG 6HFXULWLHV

/DZ ,QVWLWXWH/ 1RUWKZHVWHUQ 8QLYHUVLW\/ $SULO 4<1

8QJHU/ /DXUD 61 +8161 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ $FWLQJ &KDLUPDQ,1 5334E1 7HVWLPRQ\ WR

&RPPLWWHH RQ )LQDQFLDO 6HUYLFHV/ -XO\ 641

8161 6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ¶V 2IILFH RI ,QYHVWRU (GXFDWLRQ DQG $VVLVWDQFH +2,($,1 53341

³$QDO\]LQJ $QDO\VW 5HFRPPHQGDWLRQV1´ ,QYHVWRU $OHUW +ZZZ1VHF1JRY2LQYHVWRU2SXEV2DQDO\VWV1KWP,1

:HOFK/ ,YR1 53331 ³+HUGLQJ $PRQJ 6HFXULW\ $QDO\VWV1´ -RXUQDO RI )LQDQFLDO (FRQRPLFV 8;= 69<06<91

:RPDFN/ .HQW /1 4<<91 ³'R %URNHUDJH $QDO\VWV* 5HFRPPHQGDWLRQV +DYH ,QYHVWPHQW 9DOXH"´ -RXUQDO

RI )LQDQFH 84= 46:049:1
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(QGQRWHV

47KH WHUP EX\0VLGH DQDO\VWV UHIHUV WR DQDO\VWV W\SLFDOO\ HPSOR\HG E\ LQVWLWXWLRQDO PRQH\ PDQDJHPHQW

ILUPV/ VXFK DV SHQVLRQ IXQGV/ PXWXDO IXQGV/ DQG LQVXUDQFH FRPSDQLHV1

5 )LQDQFLDO 7LPHV +5334,> *DVSDULQR +5334D,> (ONLQG +5334,1

6 6FKDFN +5334/ SDJH :4,1

7 6FKDFN +5334/ SDJH 96,1

87KH *XDUGLDQ +5334/ SDJH 56,1

96HH *DVSDULQR DQG 2SG\NH +5334, DQG &UDLJ +5334D/ 5334E,1

: ZZZ1KRXVH1JRY2ILQDQFLDOVHUYLFHV2394734WF1KWP1

; ZZZ1KRXVH1JRY2ILQDQFLDOVHUYLFHV2394734WF1KWP1

< 8QJHU +5334E/ SDJH 6,1

43ZZZ1VHF1JRY2LQYHVWRU2SXEV2DQDO\VWV1KWP1

44 6,$ +5334E/ LQWURGXFWRU\ SDJH1,

45 6,$ +5334E/ SDJH 41,

46 1$6' +5334/ ³%DFNJURXQG´ VHFWLRQ,1

47 $,05 +5334/ SDJH 4,1

48 6HH $,05 ³,QYLWDWLRQ WR &RPPHQW= 3URSRVHG ,VVXHV 3DSHU RQ $QDO\VW ,QGHSHQGHQFH/´ -XO\ 43/ 5334

+ZZZ1DLPU1RUJ2SGI2VWDQGDUGV2DLBFRPPHQW1SGI,1

49 -HJDGHHVK/ .LP/ .ULVFKH/ DQG /HH +5334,1 -HJDGHHVK HW DO FLWH ZZZ1EXOOGRJUHVHDUFK1FRP +QRZ

GHIXQFW, DV WKHLU VRXUFH DQG H[FOXGH ³$VVRFLDWHV´ DQG RWKHU MXQLRU DQDO\VWV1

4: )HUQDQGH] +5334/ SDJH 6,1 7KH 6HFXULWLHV ,QGXVWU\ $VVRFLDWLRQ +6,$, LV DQ DVVRFLDWLRQ ³WKDW EULQJV

WRJHWKHU WKH VKDUHG LQWHUHVWV RI QHDUO\ :33 VHFXULWLHV ILUPV WR DFFRPSOLVK FRPPRQ JRDOV´ >ZZZ1VLD1FRP@1

6,$ PHPEHU ILUPV LQFOXGH EURNHUDJH ILUPV/ LQYHVWPHQW EDQNV/ DQG PXWXDO ILQG FRPSDQLHV1 7KH 6,$

DFWLYLWLHV LQFOXGH UHVHDUFK/ HGXFDWLRQ/ DQG OREE\LQJ HIIRUWV1

4; )HUQDQGH] +5334/ SDJH 7,1
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4< )HUQDQGH] +5334/ SDJH 7,1

530LFKDHO\ DQG :RPDFN +4<<<,1

540LFKDHO\ DQG :RPDFN +4<<</ SDJH 98<,1

55 2,($ +5334/ SDJH 4,1

56:RPDFN +4<<9,1

57 2,($ +5334/ SDJH 4,1

58 )HUQDQGH] +5334/ SDJH 7,1

59 )HUQDQGH] +5334/ SDJH 7,1

5::RPDFN +4<<9,1

5; 6WLFNHO +4<<8,1

5< %DUEHU/ /HKDY\/0F1LFKROV/ DQG 7UXHPDQ +5334D,1

63 %DUEHU HW DO +5334D, QRWH WKDW FKDQJH LQ UHFRPPHQGDWLRQ/ QRW MXVW WKH OHYHO RI UHFRPPHQGDWLRQ/ LV

LPSRUWDQW +SDJH 866/ IRU H[DPSOH,1 8VLQJ TXDUWHUO\ GDWD DQG D GLIIHUHQW PHWKRGRORJ\/ -HJDGHHVK HW DO

+5334, FRQFOXGH WKDW FKDQJHV LQ UHFRPPHQGDWLRQV/ QRW OHYHOV RI UHFRPPHQGDWLRQV/ DUH XVHIXO FULWHULD IRU

LQYHVWPHQW GHFLVLRQV1

64 %DUEHU/ /HKDY\/0F1LFKROV/ DQG 7UXHPDQ +5334E,1

65 1XPHURXV UHVHDUFKHUV KDYH DOVR GRFXPHQWHG DQ RSWLPLVP ELDV LQ DQDO\VWV¶ IRUHFDVWV RI FRPSDQ\

HDUQLQJV1 )RU H[DPSOH/ %URZQ/ )RVWHU/ DQG 1RUHHQ +4<;8,/ 6WLFNHO +4<<3,/ 'UHPDQ DQG %HUU\ +4<<8,/ DQG

&KRSUD +4<<;, DUH DPRQJ WKRVH ZKR GRFXPHQW WKDW DQDO\VWV¶ HDUQLQJV IRUHFDVWV WHQG WR H[FHHG DFWXDO

HDUQLQJV IRUHFDVWV1

66 %DUEHU/ /HKDY\/0F1LFKROV/ DQG 7UXHPDQ +5334E,1

67 6HH %DUEHU/ /HKDY\/0F1LFKROV/ DQG 7UXHPDQ +5334D, IRU 4<;9 WKURXJK 4<<8 DQG %DUEHU/ /HKDY\/

0F1LFKROV/ DQG 7UXHPDQ +5334E, IRU 4<<9 WKURXJK 53331

68 8QJHU +5334E/ SDJH 6,1

690LFKDHO\ DQG :RPDFN +4<<<,1
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6: 6DUJHQW +5333,1

6; 6DUJHQW +5333/ SDJH 8;,1

6< 8QJHU +5334E/ SDJHV 708,1

73 8QJHU +5334E/ SDJH 8,1

74 8QJHU +5334E/ SDJH 8,1

75 8QJHU +5334E/ SDJH ;,1

76 8QJHU +5334E/ SDJHV 809,1

77 .ULJPDQ/ 6KDZ/ DQG :RPDFN +5334,1

78 .ULJPDQ/ 6KDZ/ DQG :RPDFN +5334/ SDJH 578,1

79 .ULJPDQ/ 6KDZ/ DQG :RPDFN +5334/ SDJH 57<,1

7:0LFKDHO\ DQG :RPDFN +4<<</ SDJH 9;3,1 /LQ DQG 0F1LFKROV +4<<;, ILQG DQDO\VWV RI WKH OHDG

XQGHUZULWLQJ ILUPV DUH PRUH OLNHO\ WR LVVXH SRVLWLYHO\ ELDVHG UHFRPPHQGDWLRQV WKDQ DQDO\VWV RI QRQ0

XQGHUZULWLQJ ILUPV/ EXW WKH\ DUH QRW PRUH OLNHO\ WR LVVXH ELDVHG HDUQLQJV IRUHFDVWV1 'HFKRZ/ +XWWRQ/ DQG

6ORDQ +4<<;, FRQFOXGH HDUQLQJV IRUHFDVWV RI XQGHUZULWHUV¶ DQDO\VWV DUH PRUH SRVLWLYHO\ ELDVHG1

7; 2,($ +5334/ SDJH 6,1

7< 2,($ +5334/ SDJH 6,1

83 8QJHU +5334D/ SDJH 6,1

84 6,$ +5334D/ $WWDFKPHQW &4/ SDJH 5,1

85 6HH %RQL DQG :RPDFN +5334, DQG 'LQL +5334,1

86 8QJHU +5334E/ SDJH 46,1

87 6LFRQROIL +4<<8/ SDJH $4,1

88 6DUJHQW +5333/ SDJH :7,1

89 %RQL DQG :RPDFN +5334,1

8: /LP +5333/ SDJHV 6::06:;,1

8; +RQJ/ /LP/ DQG 6WHLQ +5333,1
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8< 8QJHU +5334E/ SDJHV 45046,1

93 6DUJHQW +5333/ SDJH :7,1

94 6DUJHQW +5333/ SDJH :7,1

95 6WLFNHO +4<<5,1

96 6FKDFN +5334/ SDJHV 93094,1

97 )RU DGGLWLRQDO DQG PRUH UHFHQW LQIRUPDWLRQ IRU RQ WKLV H[DPSOH/ VHH 7KXUP +5334,1

98 8QJHU +5334E,1

99 6HH/ IRU H[DPSOH 'H %RQGW DQG 7KDOHU +4<<3,1

9:0LFKDHO\ DQG :RPDFN +4<<<,> .DKQHPDQ DQG /RYDOOR +4<<6,1

9;:HOFK +5333/ SDJH 6:3,1

9<:HOFK +5333/ SDJH 6<7,1

:3 +RQJ/ .XELN/ DQG 6RORPRQ +5333,> 6FKDUIVWHLQ DQG 6WHLQ +4<<3,1

:4 6FKDFN +5334, SURYLGHV D VXPPDU\ RI WKH SROLFLHV RI DQDO\VWV¶ VWRFN RZQHUVKLS IRU WKH IROORZLQJ HLJKW

LQYHVWPHQW EDQNV DV RI $SULO 5334= &UHGLW 6XLVVH )LUVW %RVWRQ/ 'HXWVFKH %DQN $OH[1 %URZQ/ *ROGPDQ

6DFKV/ /HKPDQ %URWKHUV/0HUULOO /\QFK/ -1310RUJDQ/ 5REHUWVRQ 6WHSKHQV/ DQG 6DORPRQ 6PLWK %DUQH\1

0HUULOO /\QFK/ &UHGLW 6XLVVH/ DQG (GZDUG '1 -RQHV DQQRXQFHG WKH\ ZRXOG SURKLELW RU OLPLW DQDO\VWV¶

RZQHUVKLS RI VWRFNV RI FRPSDQLHV WKH\ FRYHU LQ VXPPHU 53341

:5 &UDLJ +5334F/ SDJH &;,1

:6 %RQL DQG :RPDFN +5334,1

:7 .DKQHPDQ DQG /RYDOOR +4<<6,1

:8 8QJHU +5334E/ SDJH 44,1

:9 1$6' +5334,1

:: %RQL DQG :RPDFN +5334,1

:; %RQL DQG :RPDFN +5334,1

:<0LFKDHO\ DQG :RPDFN +4<<<,1
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;3 )RU H[DPSOH/ +XWWRQ +5334, ZULWHV= ³WKH 6,$ VKRXOG UHTXLUH WKDW DQDO\VWV¶ UHVHDUFK UHSRUWV GLVFORVH WKH

EDVLV RI DQDO\VW FRPSHQVDWLRQ DQG WKH SHUIRUPDQFH RI WKHLU SUHYLRXV UHFRPPHQGDWLRQV1 6XFK GLVFORVXUHV

ZRXOG JUHDWO\ HQKDQFH UHWDLO LQYHVWRUV¶ DELOLW\ WR DVVHVV WKH SRWHQWLDO ELDV LQ DQDO\VWV¶ UHVHDUFK UHSRUWV/

WKHUHE\ DGGUHVVLQJ UHJXODWRUV¶ FRQFHUQV/ DQG SHUPLW VHFXULWLHV ILUPV ZLWK VXSHULRU LQGHSHQGHQW UHVHDUFK

JURXSV WR GLVWLQJXLVK WKHPVHOYHV´ +SDJH 4,1 +XWWRQ DOVR UHFRPPHQGV WKDW WKH 6,$ ³FUHDWH DQG

DFFUHGLWDWLRQ SURFHVV WR GHPRQVWUDWH FRPSOLDQFH ZLWK WKH EHVW SUDFWLFHV´ +SDJH 4,1

;4 6,$ +5334E/ LQWURGXFWRU\ SDJH,1

;5 8QJHU +5334E/ SDJH 45/ IRRWQRWH 48,1

;6 6,$ +5334E,1

;7 %RQL DQG :RPDFN +5334,1

;8 6RXUFH= ZZZ1EULHILQJ1FRP1

;9 6HH/ IRU H[DPSOH/ 8QJHU +5334E/ SDJH ;,1

;: %RQL DQG :RPDFN +5334,1

;; 6HH *DVSDULQR DQG 2SG\NH +5334/ SDJH &4,1

;< 6HH/ IRU H[DPSOH/ 6DUJHQW +5333,1

<3 %RQL DQG :RPDFN +5334,1

<4 %RQL DQG :RPDFN +5334,1 2I WKH <5 SRUWIROLR PDQDJHUV DQG EX\0VLGH DQDO\VWV ZKR UHVSRQGHG WR WKH

VWXG\/ 76( ZRUN IRU ILUPV WKDW PDQDJH DVVHWV LQ H[FHVV RI ' 433 ELOOLRQ1

<5 'LQL +5334/ SDJHV 44<0456,1

<6 'LQL +5334/ SDJHV 44<0456,1

<7 'LQL +5334/ SDJHV 44<0456,1

<8 6HH *DVSDULQR +5334E/ SDJH &5,1

<9 6HH *DVSDULQR +5334E/ SDJH &5,1

<: 7KH WHUURULVW DWWDFNV PD\ DOVR KDYH VKHG OLJKW RQ DQ DGGLWLRQDO FRQVLGHUDWLRQ LQ WKH UHVHDUFK FUHGLELOLW\

GHEDWH1 7KH :DOO 6WUHHW -RXUQDO UHSRUWV WKDW LQ WKH ZHHN IROORZLQJ WKH 6HSWHPEHU 44/ 5334/ WHUURULVW
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DWWDFNV/ EURNHUDJH UHVHDUFK DQDO\VWV ZHUH WROG QRW WR GRZQJUDGH VWRFNV/ UHSRUWHGO\ SDUW RI D FRQFHUWHG

HIIRUW E\ WKH )HG/ &RQJUHVV/ DQG WKH :KLWH +RXVH WR PDLQWDLQ FRQILGHQFH LQ 8161 PDUNHWV1 6HH 5DJKDYDQ/

3XOOLDP/ DQG 2SG\NH +5334,1

<; 6HH *DVSDULQR +5334E/ SDJH &5,1

<< 6HH *DVSDULQR +5334E/ SDJH &5,1

433 6HH *DVSDULQR +5334E/ SDJH &4,1

434 6HH *DVSDULQR +5334E,1


