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7KH 3ULYDWH (TXLW\ 3UHPLXP 3X]]OH

$EVWUDFW

:H GRFXPHQW WKDW LQYHVWPHQW LQ SULYDWH HTXLW\ LV H[WUHPHO\ FRQFHQWUDWHG� <HW GHVSLWH WKH YHU\

SRRU GLYHUVLnFDWLRQ RI HQWUHSUHQHXUV
 SRUWIROLRV� ZH nQG WKDW WKH UHWXUQV WR SULYDWH HTXLW\ DUH VLPLODU

WR WKH UHWXUQV RQ SXEOLF HTXLW\� *LYHQ WKH ODUJH SUHPLXP UHTXLUHG E\ LQYHVWRUV LQ SXEOLF HTXLW\�

LW LV SX]]OLQJ ZK\ KRXVHKROGV ZLOOLQJO\ LQYHVW VXEVWDQWLDO DPRXQWV LQ D VLQJOH SULYDWHO\ KHOG nUP

ZLWK D IDU ZRUVH ULVN�UHWXUQ WUDGHRm� :H H[DPLQH YDULRXV H[SODQDWLRQV DQG FRQFOXGH WKDW SULYDWH

QRQSHFXQLDU\ EHQHnWV RI FRQWURO PXVW EH ODUJH DQG�RU HQWUHSUHQHXUV PXVW JUHDWO\ RYHUHVWLPDWH

WKHLU SUREDELOLW\ RI VXFFHVV LQ RUGHU WR H[SODLQ WKH REVHUYHG FRQFHQWUDWLRQ RI ZHDOWK LQ SULYDWH

HTXLW\�



,QWURGXFWLRQ

%RWK DVVHW SULFLQJ DQG LQYHVWPHQW WKHRU\ FULWLFDOO\ UHO\ RQ RXU XQGHUVWDQGLQJ RI LQYHVWRUV
 SRUWIROLR

FKRLFHV� 2QH RI WKH PRVW VWXGLHG SX]]OHV LQ nQDQFLDO HFRQRPLFV LV WKDW� JLYHQ WKH UHWXUQV DQG

YRODWLOLW\ RI SXEOLFO\ WUDGHG HTXLW\� LQYHVWRUV VHHP WR DOORFDWH WRR OLWWOH ZHDOWK WR VWRFNV� 7KDW LV�

WKH SUHPLXP GHPDQGHG IRU KROGLQJ HTXLW\ DSSHDUV WRR KLJK JLYHQ REVHUYHG LQYHVWPHQW LQ WKH VWRFN

PDUNHW� +RZHYHU� ZKLOH PRVW RI WKH OLWHUDWXUH KDV IRFXVHG RQ SXEOLFO\ WUDGHG HTXLW\� ZH DQDO\]H

WKH KROGLQJV RI KRXVHKROGV LQ FRPSDQLHV WKDW DUH QRW SXEOLFO\ WUDGHG DQG IRFXV RQ WKH UHWXUQV WR

HTXLW\ LQ WKHVH SULYDWHO\ KHOG nUPV� 7KH SULYDWH HTXLW\ PDUNHW LV DV LPSRUWDQW DV WKH SXEOLF HTXLW\

PDUNHW LQ WHUPV RI VL]H DQG LV DFWXDOO\ ODUJHU RYHU PRVW RI RXU VDPSOH SHULRG� 7KXV� LW LV HTXDOO\

LPSRUWDQW WR XQGHUVWDQG LQYHVWPHQW EHKDYLRU DQG WKH ULVN�UHWXUQ WUDGHRm LQ WKLV PDUNHW�

:H nQG LQYHVWPHQW LQ SULYDWH HTXLW\ WR EH H[WUHPHO\ FRQFHQWUDWHG� $ERXW �� SHUFHQW RI DOO

SULYDWH HTXLW\ LV RZQHG E\ KRXVHKROGV IRU ZKRP SULYDWH HTXLW\ FRQVWLWXWHV DW OHDVW KDOI RI WKHLU WRWDO

QHW ZRUWK� )XUWKHUPRUH� KRXVHKROGV ZLWK SRVLWLYH SULYDWH HTXLW\ RZQHUVKLS LQYHVW RQ DYHUDJH PRUH

WKDQ �� SHUFHQW RI WKHLU SULYDWH KROGLQJV LQ D VLQJOH SULYDWH FRPSDQ\ LQ ZKLFK WKH KRXVHKROG KDV

DQ DFWLYH PDQDJHPHQW LQWHUHVW� 'HVSLWH WKLV GUDPDWLF ODFN RI GLYHUVLnFDWLRQ DQG KHDY\ LQYHVWPHQW

LQ SULYDWH nUPV� WKLV SDSHU GRFXPHQWV WKDW WKH DYHUDJH DQQXDO UHWXUQ WR DOO HTXLW\ LQ SULYDWHO\

KHOG FRPSDQLHV LV UDWKHU XQLPSUHVVLYH� :H GRFXPHQW WKDW SULYDWH HTXLW\ UHWXUQV DUH VLPLODU WR

WKH UHWXUQ RQ DQ LQGH[ RI SXEOLFO\ WUDGHG HTXLW\� XVLQJ ERWK GDWD IURP WKH 6XUYH\ RI &RQVXPHU

)LQDQFHV RYHU WKH SHULRG ���� WR ���� DV ZHOO DV GDWD IURP WKH )ORZ RI )XQGV $FFRXQWV RYHU WKH

ORQJHU SHULRG ���� WR ����� 7KLV LV WUXH XQGHU D YDULHW\ RI DVVXPSWLRQV DQG DGMXVWPHQWV IRU SULYDWH

ZDJHV DQG VDODULHV WDNHQ LQ SULYDWH nUPV� UHWDLQHG HDUQLQJV LQ WKH nUP� nUP ELUWKV DQG GHDWKV� WKH

WUHDWPHQW RI SURFHHGV IURP LQLWLDO SXEOLF RmHULQJV DQG PHUJHUV� DQG YDULRXV WD[ LVVXHV LQFOXGLQJ

SRWHQWLDO LQFRPH XQGHUUHSRUWLQJ DQG WD[ HYDVLRQ�

:H DOVR nQG WKDW DQ LQGH[ RI SULYDWH HTXLW\ LV VOLJKWO\ PRUH YRODWLOH WKDQ WKH SXEOLF HTXLW\ LQGH[

DQG LV KLJKO\ FRUUHODWHG ZLWK SXEOLF PDUNHW UHWXUQV� +RZHYHU� JLYHQ WKDW WKH DYHUDJH KRXVHKROG

KROGV HTXLW\ LQ D VLQJOH SULYDWH nUP� ZKLFK LV DOVR KLJKO\ FRUUHODWHG ZLWK LWV KXPDQ FDSLWDO� WKH

GLYHUVLnHG SRUWIROLR RI SXEOLF HTXLW\ RmHUV D IDU PRUH DWWUDFWLYH ULVN�UHWXUQ WUDGHRm� :H VXSSOHPHQW

WKHVH ULVN FDOFXODWLRQV ZLWK DQ DQDO\VLV RI WKH GLVWULEXWLRQ RI UHWXUQV WR HTXLW\ DFURVV SULYDWHO\ KHOG

nUPV� 6XUYLYDO UDWHV RI SULYDWH nUPV DUH OHVV WKDQ �� SHUFHQW RYHU WKH nUVW �� \HDUV RI WKH nUP
V

OLIH� (YHQ FRQGLWLRQDO RQ VXUYLYDO� KRZHYHU� HQWUHSUHQHXULDO LQYHVWPHQW DSSHDUV H[WUHPHO\ ULVN\�

JHQHUDWLQJ D ZLGH UHWXUQV GLVWULEXWLRQ�

7KHUHIRUH� XQOLNH WKH HTXLW\ SUHPLXP SX]]OH GRFXPHQWHG LQ SXEOLF PDUNHWV� WKH UHWXUQV WR
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SULYDWH HTXLW\ LQYHVWPHQW DSSHDU IDU WRR ORZ JLYHQ WKHLU ULVN� ,Q RWKHU ZRUGV� JLYHQ WKH UHWXUQV DQG

YRODWLOLW\ RI SULYDWH HTXLW\� DV ZHOO DV WKH KLJK FRUUHODWLRQ ZLWK RZQHUV
 UHWXUQ RQ KXPDQ FDSLWDO�

LW LV SX]]OLQJ ZK\ LQYHVWRUV DOORFDWH VR PXFK RI WKHLU ZHDOWK WR SULYDWH YHQWXUHV� +HQFH� WKLV SDSHU

XQFRYHUV DQ HTXLW\ LQYHVWPHQW SX]]OH LQ WKH SULYDWH PDUNHW H[DFWO\ RSSRVLWH WR WKDW IRXQG LQ WKH

SXEOLF PDUNHW� *LYHQ WKH HYLGHQFH RQ SXEOLF HTXLW\� RXU nQGLQJV SURYLGH DQ DGGLWLRQDO FKDOOHQJH

WR DVVHW SULFLQJ WKHRU\� ,I KRXVHKROGV UHTXLUH VXFK D KLJK H[SHFWHG UHWXUQ WR WDNH RQ WKH ULVN RI

SXEOLFO\ WUDGHG HTXLW\� ZK\ DUH WKH\ ZLOOLQJ WR LQYHVW VXEVWDQWLDO DPRXQWV RI ZHDOWK LQ D VLQJOH

SULYDWH FRPSDQ\ ZLWK D PXFK ZRUVH ULVN�UHWXUQ WUDGH�Rm"

,Q WKH nQDO SDUW RI WKH SDSHU� ZH EHJLQ WR H[SORUH ZKDW PRWLYDWHV HQWUHSUHQHXUV WR KROG VXFK

XQGLYHUVLnHG SRUWIROLRV RI SULYDWH HTXLW\� GHVSLWH WKH XQDWWUDFWLYH ULVN�UHWXUQ WUDGH�Rm� :H EHJLQ

E\ DVNLQJ ZKHWKHU RSWLPDO FRQWUDFWLQJ EHWZHHQ RZQHU�PDQDJHUV DQG RWKHU �FXUUHQW RU SRWHQWLDO�

LQYHVWRUV LQ WKH nUP FDQ H[SODLQ ZK\ PDQDJHUV PD\ KDYH WR PDLQWDLQ ODUJH RZQHUVKLS VWDNHV� +RZ�

HYHU� HYHQ LI DOO RZQHUVKLS SDWWHUQV ZHUH WR nW WKH SUHGLFWLRQV RI RSWLPDO FRQWUDFWLQJ WKHRU\ WKLV

ZRXOG QRW H[SODLQ ZK\ HQWUHSUHQHXUV�PDQDJHUV DJUHH WR KROG XQGLYHUVLnHG SRUWIROLRV RI SULYDWH

HTXLW\ LQ WKH nUVW SODFH� ,Q WKH WHUPLQRORJ\ RI RSWLPDO FRQWUDFWLQJ WKHRU\� WKH SRRU ULVN�UHWXUQ

WUDGH�Rm ZH GRFXPHQW VKRXOG OHDG WR D YLRODWLRQ RI WKH SDUWLFLSDWLRQ FRQVWUDLQWV RI HQWUHSUHQHXUV

LI QR DGGLWLRQDO SD\RmV DUH SURYLGHG� :H WKHUHIRUH FRQVLGHU IRXU SRVVLEOH H[SODQDWLRQV IRU ZK\

HQWUHSUHQHXUV ZLOOLQJO\ KROG XQGLYHUVLnHG SRUWIROLRV RI SULYDWH HTXLW\� KLJK HQWUHSUHQHXU ULVN WRO�

HUDQFH� ODUJH DGGLWLRQDO SHFXQLDU\ EHQHnWV� ODUJH QRQ�SHFXQLDU\ EHQHnWV� DQG ODVWO\� RYHURSWLPLVP

DQG PLVSHUFHLYHG ULVN�

:H FRQFOXGH� EDVHG RQ WKH FRPSRVLWLRQ RI WKH UHPDLQLQJ SDUW RI HQWUHSUHQHXUV
 SRUWIROLRV DQG

HYLGHQFH IURP VHYHUDO DGGLWLRQDO VRXUFHV� WKDW HQWUHSUHQHXUV DUH IDU IURP ULVN QHXWUDO� EHKDYLQJ LQ

D PDQQHU FRQVLVWHQW ZLWK ULVN DYHUVH SUHIHUHQFHV� )XUWKHUPRUH� DGGLWLRQDO SHFXQLDU\ EHQHnWV IURP

PDQDJHULDO FRPSHQVDWLRQ SDFNDJHV �H�J�� VWRFN RSWLRQV� ORQJ�WHUP LQFHQWLYH SODQV� ERQXVHV� HWF��

DUH JHQHUDOO\ RQO\ UHOHYDQW IRU ODUJH SXEOLF FRPSDQLHV� ,Q SULYDWH FRPSDQLHV WKH RQO\ DGGLWLRQDO

SHFXQLDU\ EHQHnWV FRPH IURP WDNLQJ VDODULHV IURP WKH nUP RU IURP WD[ HYDVLRQ� ERWK RI ZKLFK DUH

DFFRXQWHG IRU LQ RXU HVWLPDWH RI SULYDWH HTXLW\ UHWXUQV� DQG DUH QRW VXpFLHQW WR H[SODLQ REVHUYHG

LQYHVWPHQW� 7KDW OHDYHV WZR SRVVLELOLWLHV� 2QH LV WKDW HQWUHSUHQHXUV HQMR\ ODUJH QRQSHFXQLDU\

EHQHnWV RI FRQWURO� %DVHG RQ WKH REVHUYHG FRQFHQWUDWLRQ RI ZHDOWK LQ WKH nUP DQG RXU FDOFXODWHG

ORZ UHWXUQV IURP SULYDWH HTXLW\ LQYHVWPHQW� ZH HVWLPDWH �EDVHG RQ H[LVWLQJ WKHRUHWLFDO ZRUN� WKDW

WKHVH EHQHnWV ZRXOG KDYH WR EH ZRUWK WKH HTXLYDOHQW RI IURP � WR �� SHUFHQW LQ H[SHFWHG UHWXUQ SHU

\HDU WR MXVWLI\ REVHUYHG LQYHVWPHQW� 7KDW LV� LQGLYLGXDOV ZRXOG KDYH WR EH ZLOOLQJ WR IRUHJR IURP

�



� WR DV PXFK DV �� SHUFHQW LQ DYHUDJH UHWXUQV SHU \HDU LQ RUGHU WR RZQ DQG UXQ WKH nUP� 7KLV

WUDQVODWHV LQWR DQ DYHUDJH RI ��� SHUFHQW RI DQQXDO LQFRPH IRUHJRQH IRU WKH PHGLDQ HQWUHSUHQHXU�

ZKHQ ZHLJKWHG DFURVV KRXVHKROGV E\ WKH VL]H RI SULYDWH HTXLW\ LQYHVWPHQW� 7KLV LV D VXEVWDQWLDO

VDFULnFH� DOWKRXJK QRW HQWLUHO\ LPSODXVLEOH� $OWHUQDWLYHO\� HQWUHSUHQHXUV PD\ EH RYHURSWLPLVWLF

DQG�RU PLVSHUFHLYH WKH ULVN RI FRQFHQWUDWLQJ WKHLU ZHDOWK LQ D VLQJOH SULYDWH FRPSDQ\� ,QGHSHQGHQW

VXUYH\ HYLGHQFH LV FRQVLVWHQW ZLWK WKLV H[SODQDWLRQ� :KLOH WKH DYHUDJH UHWXUQ WR HQWUHSUHQHXUVKLS

LV ORZ� WKH GLVWULEXWLRQ RI UHWXUQV LV KLJKO\ VNHZHG� ,I LQGLYLGXDOV RYHUHVWLPDWH WKHLU FKDQFHV RI

VXFFHVV DQG EHOLHYH WKHLU SHUIRUPDQFH ZLOO EH LQ WKH ULJKW WDLO RI WKLV GLVWULEXWLRQ� WKHQ WKLV FRXOG

EH WKH PRWLYDWLRQ IRU HQWUHSUHQHXUVKLS DQG SULYDWH HTXLW\ LQYHVWPHQW� %DVHG RQ HVWLPDWHV RI WKH

GLVWULEXWLRQ RI UHWXUQV WR SULYDWH HTXLW\ DFURVV VXUYLYLQJ KRXVHKROGV� WKH FRQGLWLRQDO GLVWULEXWLRQ RI

UHWXUQV ORRNV DWWUDFWLYH FRPSDUHG WR WKDW RI SXEOLF HTXLW\� 7KXV� RYHUHVWLPDWLQJ WKH SUREDELOLW\ RI

VXUYLYDO VWURQJO\ LQFUHDVHV WKH LQFHQWLYH WR EHFRPH DQ HQWUHSUHQHXU� 6XUYH\ HYLGHQFH FRQnUPV WKDW

HQWUHSUHQHXUV
 SHUFHSWLRQ RI IDLOXUH UDWHV DUH JURVVO\ XQGHUHVWLPDWHG� )RU LQVWDQFH� &RRSHU� :RR�

DQG 'XQNHOEHUJ ������ nQG WKDW �� SHUFHQW RI HQWUHSUHQHXUV WKLQN WKDW WKH RGGV RI WKHLU EXVLQHVV

VXFFHHGLQJ DUH EHWWHU WKDQ WKH RGGV IRU DQRWKHU EXVLQHVV OLNH WKHLUV� 2QO\ � SHUFHQW WKLQN WKHLU

RGGV DUH ZRUVH� $FWXDO IDLOXUH UDWHV RI nUPV LQ WKH nUVW �� \HDUV RI OLIH DUH DOPRVW �� SHUFHQW�

7R RXU NQRZOHGJH WKH UHWXUQV WR DOO SULYDWH HTXLW\ KDYH QRW SUHYLRXVO\ EHHQ GRFXPHQWHG� :KLOH

WKHUH LV D VPDOO OLWHUDWXUH RQ WKH UHWXUQV WR YHQWXUH FDSLWDO� WKLV W\SH RI SULYDWH HTXLW\ LQYHVWPHQW

UHSUHVHQWV OHVV WKDQ � SHUFHQW RI DOO SULYDWH HTXLW\� )XUWKHUPRUH� FRPSDQLHV ZKR DUH DEOH WR REWDLQ

YHQWXUH FDSLWDO nQDQFLQJ DUH QRW UHSUHVHQWDWLYH RI WKH WUXH SRSXODWLRQ RI SULYDWH nUPV� 9HQWXUH

nQDQFLQJ RFFXUV ZHOO DIWHU WKH nUP KDV DOUHDG\ DFKLHYHG PXFK VXFFHVV� 'HVSLWH WKLV� ZH VKRZ WKDW

HYHQ WKH VPDOO VHFWRU RI WKH SULYDWH PDUNHW WKDW UHFHLYHV YHQWXUH FDSLWDO nQDQFLQJ GRHV QRW SURGXFH

SDUWLFXODUO\ DWWUDFWLYH UHWXUQV�

7KH FRQFHQWUDWHG KROGLQJV RI SULYDWH HTXLW\ ZH GRFXPHQW FRQWULEXWH WR D JURZLQJ OLVW RI IDFWV

GRFXPHQWLQJ SRRU GLYHUVLnFDWLRQ RI KRXVHKROG SRUWIROLRV� :KLOH WKHRU\ DQG HPSLULFDO HYLGHQFH RQ

UHWXUQ YRODWLOLW\ SUHVFULEHV KROGLQJ D ZHOO�GLYHUVLnHG VHW RI DVVHWV� DQG DVVHW SULFLQJ PRGHOV W\S�

LFDOO\ DVVXPH LQYHVWRUV KROG ZHOO�GLYHUVLnHG SRUWIROLRV� WKHUH LV DPSOH HYLGHQFH WKDW LQYHVWRUV GR

QRW EHKDYH LQ D PDQQHU FRQVLVWHQW ZLWK HFRQRPLF WKHRU\� 6HYHUDO SDSHUV GRFXPHQW WKDW VRPH

KRXVHKROGV ZLWK SXEOLF HTXLW\ KROGLQJV KROG YHU\ IHZ VWRFNV� H[SRVLQJ WKHPVHOYHV WR VXEVWDQWLDO

GLYHUVLnDEOH ULVN�� ,Q DGGLWLRQ WR KROGLQJ RQO\ D VPDOO QXPEHU RI VWRFNV� WKH W\SHV RI VHFXULWLHV FKR�

VHQ E\ LQYHVWRUV DOVR VHHP WR OLPLW WKH GLYHUVLnFDWLRQ RI WKHLU SRUWIROLRV �H�J�� &RYDO DQG 0RVNRZLW]

�6HH %OXPH� &URFNHWW� DQG )ULHQG ������� %OXPH DQG )ULHQG ������� DQG $YHU\ DQG (OOLHKDXVHQ �������
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����������� DQG +XEHUPDQ ������� ZKR GRFXPHQW D VWURQJ SUHIHUHQFH IRU HTXLW\ RI JHRJUDSKLFDOO\

SUR[LPDWH nUPV�� +RZHYHU� ZH ZLOO DUJXH WKDW WKH ODFN RI GLYHUVLnFDWLRQ DPRQJ SULYDWH HTXLW\

KROGHUV LV IDU PRUH VHYHUH WKDQ WKH H[WHQW RI SRRU GLYHUVLnFDWLRQ RI SXEOLF HTXLW\ SRUWIROLRV� 7KLV

XQGHUVFRUHV WKH LPSRUWDQFH RI DQDO\]LQJ DQG XQGHUVWDQGLQJ LQYHVWPHQW LQ SULYDWH HTXLW\�

)LQDOO\� WKH HTXLW\ SUHPLXP OLWHUDWXUH KDV SUHYLRXVO\ RQO\ DQDO\]HG LQYHVWPHQW DQG UHWXUQV LQ

WKH SXEOLF VWRFN PDUNHW� ,QYHVWRUV� KRZHYHU� KROG FRQVLGHUDEOH DPRXQWV RI ZHDOWK LQ SULYDWH HTXLW\�

DQG WKH SULYDWH HTXLW\ PDUNHW LV DW OHDVW DV ODUJH DV WKH SXEOLF PDUNHW� ,Q RUGHU WR XQGHUVWDQG

WKH SUHPLXP GHPDQGHG IRU SXEOLF HTXLW\� LW LV LPSRUWDQW WR DQDO\]H WKH HQWLUH HTXLW\ SRVLWLRQV RI

LQYHVWRUV DQG WKH UHWXUQ GLVWULEXWLRQ RI DOO HTXLW\ KROGLQJV� ,Q D UHFHQW SDSHU� +HDWRQ DQG /XFDV

�����D� GRFXPHQW D OLQN EHWZHHQ WKH ULVN RI HQWUHSUHQHXULDO LQYHVWPHQW DQG SRUWIROLR FKRLFH DQG

DVVHW SULFHV� 7KH\ VXJJHVW WKDW WKH DGGLWLRQDO ULVN RI SULYDWH LQYHVWPHQW DQG LWV FRUUHODWLRQ ZLWK

SXEOLF HTXLW\ PDUNHW UHWXUQV PD\ H[SODLQ ZK\ WKH SXEOLF HTXLW\ SUHPLXP LV VR KLJK�� :KLOH LW LV

VWDQGDUG LQ WKH OLWHUDWXUH RQ QRQnQDQFLDO LQFRPH DQG DVVHW SULFLQJ WR WDNH WKLV LQFRPH DV H[RJHQRXV�

RXU nQGLQJV IRU SULYDWH HTXLW\ HPSKDVL]H WKDW D FRPSOHWH XQGHUVWDQGLQJ RI LQYHVWRU SRUWIROLR FKRLFH

UHTXLUHV WKDW SULYDWH HTXLW\ KROGLQJV EH HQGRJHQL]HG� 8QGHUVWDQGLQJ WKH PRWLYH IRU SULYDWH HTXLW\

LQYHVWPHQW ZLOO GHWHUPLQH KRZ HQWUHSUHQHXULDO ULVN LQoXHQFHV LQYHVWPHQW FKRLFHV� ULVN VKDULQJ� DQG

DVVHW SULFHV� :H KRSH WKLV SDSHU EHJLQV WR VKHG OLJKW RQ WKHVH LVVXHV E\ WDNLQJ D nUVW VWHS LQ

GRFXPHQWLQJ WKH GLVWULEXWLRQ RI SULYDWH HTXLW\ UHWXUQV DQG PRWLYDWLRQV IRU LQYHVWPHQW LQ SULYDWHO\

KHOG FRPSDQLHV�

7KH UHVW RI WKH SDSHU LV RUJDQL]HG DV IROORZV� 6HFWLRQ , EULHo\ GHVFULEHV WKH GDWD XVHG LQ

WKLV VWXG\� KLJKOLJKWLQJ WKH FRPELQDWLRQ RI GDWD VRXUFHV XVHG WR DQDO\]H WKH GLYHUVLnFDWLRQ RI DQG

UHWXUQV WR SULYDWH HTXLW\� 6HFWLRQ ,, GRFXPHQWV WKH H[WHQW RI KRXVHKROG SULYDWH HTXLW\ RZQHUVKLS

DQG FRPSDUHV LW WR RZQHUVKLS RI SXEOLFO\ WUDGHG VWRFN LQ WKH nUP IRU ZKLFK WKH KRXVHKROG ZRUNV�

6HFWLRQ ,,, FRQGXFWV D GHWDLOHG DQDO\VLV RI WKH UHWXUQV WR SULYDWH HTXLW\� KLJKOLJKWLQJ D VHULHV RI

LVVXHV LQ FDOFXODWLQJ WKHVH UHWXUQV� 6HFWLRQ ,9 WKHQ H[DPLQHV WKH ULVNV RI SULYDWH HTXLW\ LQYHVWPHQW�

%DVHG RQ WKH ULVN�UHWXUQ WUDGHRm RI SULYDWH HTXLW\ ZH GRFXPHQW� WKH REVHUYHG FRQFHQWUDWLRQ RI

ZHDOWK LQ SULYDWH nUPV DSSHDUV SX]]OLQJ� 6HFWLRQ 9 WKHUHIRUH HYDOXDWHV YDULRXV H[SODQDWLRQV IRU

ZK\ LQYHVWRUV ZLOOLQJO\ KROG VR PXFK SULYDWH HTXLW\� )LQDOO\� 6HFWLRQ 9, FRQFOXGHV�

�2WKHUV KDYH GRFXPHQWHG WKH UHODWLRQ EHWZHHQ QRQnQDQFLDO LQFRPH DQG SRUWIROLR FKRLFH DV ZHOO� 6HH� IRU H[DPSOH�
*XLVR� -DSSHOOL� DQG 7HUOL]]HVH ������� 9LVVLQJ�-~UJHQVHQ ������� DQG 6RXOHOHV �������

�



,� 'DWD 6RXUFHV

,Q RUGHU WR DQDO\]H SULYDWH HTXLW\ KROGLQJV DQG RZQ FRPSDQ\ VWRFN RZQHUVKLS� ZH XVH GDWD IURP

VL[ VRXUFHV� 7KH nUVW LV WKH ����� ����� ����� DQG ���� 6XUYH\ RI &RQVXPHU )LQDQFHV �6&)�� 7KHVH

VXUYH\V DUH QDWLRQDOO\ UHSUHVHQWDWLYH VDPSOHV RI DERXW ����� KRXVHKROGV SHU VXUYH\ \HDU� 7KH UH�

VSRQGHQWV SURYLGH LQIRUPDWLRQ RQ LQGLYLGXDO KRXVHKROG SRUWIROLR FRPSRVLWLRQ� LQFOXGLQJ LQYHVWPHQW

LQ ERWK SULYDWH DQG SXEOLFO\ WUDGHG nUPV� &KDUDFWHULVWLFV RI WKH KRXVHKROG DUH SURYLGHG RQ QHW

ZRUWK� HPSOR\PHQW DQG UHWLUHPHQW VWDWXV� KRXUV ZRUNHG SHU ZHHN� GHPRJUDSKLFV DQG HGXFDWLRQDO

DWWDLQPHQW� DV ZHOO DV RQ WKH DWWULEXWHV RI SULYDWH nUPV LQ ZKLFK WKH KRXVHKROG KDV RZQHUVKLS�

$ERXW �� SHUFHQW RI UHVSRQGHQWV UHSRUW WR KDYH VRPH RZQHUVKLS LQ D QRQ�SXEOLFO\ WUDGHG nUP� $

VHFRQG GDWD VRXUFH ZH HPSOR\ WR VXSSOHPHQW WKH 6&) GDWD LV WKH ���� 1DWLRQDO 6XUYH\ RI 6PDOO

%XVLQHVV )LQDQFHV �166%)�� 7KLV VXUYH\� FRQGXFWHG E\ WKH )HGHUDO 5HVHUYH %RDUG� SURYLGHV GH�

WDLOHG LQIRUPDWLRQ RQ D UHSUHVHQWDWLYH VDPSOH RI ����� VPDOO SULYDWH nUPV GHVLJQHG WR UHSUHVHQW

DERXW � PLOOLRQ VPDOO EXVLQHVVHV LQ WKH 8�6� $V DQ DGGLWLRQDO VXSSOHPHQW WR RXU SULYDWH HTXLW\

GDWD� ZH DOVR HPSOR\ GDWD IURP WKH )HGHUDO 5HVHUYH %RDUG
V )ORZ RI )XQGV $FFRXQWV �))$� RYHU

WKH ���� WR ���� WLPH SHULRG� 7KLV GDWD VRXUFH SURYLGHV DJJUHJDWH VWDWLVWLFV RQ WKH YDOXH DQG

LQFRPH RI FRUSRUDWH DQG QRQ�FRUSRUDWH nUPV RQ DQ DQQXDO EDVLV� :H HPSOR\ WKLV GDWD WR JHQHUDWH

D WLPH�VHULHV RI SULYDWH DQG SXEOLF HTXLW\ PDJQLWXGHV DQG UHWXUQV� :H DOVR VXSSOHPHQW RXU UHWXUQ

FDOFXODWLRQV ZLWK DGMXVWPHQWV IRU PHUJHU DQG DFTXLVLWLRQ DFWLYLW\ LQ WKH SULYDWH DQG SXEOLF PDUNHWV

XVLQJ GDWD IURP WKH 6HFXULWLHV 'DWD &RUSRUDWLRQ �6'&� DQG PDNLQJ DGMXVWPHQWV IRU WD[ HYDVLRQ

DQG WD[ XQGHUUHSRUWLQJ XVLQJ GDWD IURP WKH ,QWHUQDO 5HYHQXH 6HUYLFH
V 7D[SD\HU &RPSOLDQFH 0HD�

VXUHPHQW 3URJUDP �7&03�� )LQDOO\� ZH VXSSOHPHQW RXU GDWD ZLWK SXEOLF VWRFN UHWXUQ LQIRUPDWLRQ

IURP WKH &HQWHU IRU 5HVHDUFK LQ 6HFXULW\ 3ULFHV �&563��

,,� 3ULYDWH (TXLW\ DQG 2ZQ &RPSDQ\ 6WRFN 2ZQHUVKLS

,Q WKLV VHFWLRQ ZH GRFXPHQW WKH H[WHQW RI SULYDWH HTXLW\ RZQHUVKLS DQG RI RZQ FRPSDQ\ VWRFN

KROGLQJV� :H DQDO\]H HQWUHSUHQHXULDO VWRFN RZQHUVKLS LQ SULYDWHO\ KHOG EXVLQHVVHV DQG FRPSDUH

RZQHUVKLS SDWWHUQV WR WKRVH LQ SXEOLFO\ WUDGHG FRUSRUDWLRQV IRU ZKLFK D KRXVHKROG PHPEHU ZRUNV

RU KDV ZRUNHG� :H UHIHU WR WKH ODWWHU DV RZQ FRPSDQ\ VWRFN RZQHUVKLS�

$� 6PDOO %XVLQHVVHV DQG 3ULYDWHO\ +HOG )LUPV

8VLQJ GDWD IURP WKH 6&)� 3DQHO $ RI 7DEOH , GRFXPHQWV WKH SRRU GLYHUVLnFDWLRQ RI KRXVHKROG

SRUWIROLRV LQ SULYDWH HTXLW\� 7KH YDOXH RI SULYDWH HTXLW\ IRU D JLYHQ KRXVHKROG LV WKH VHOI�UHSRUWHG

�



YDOXH RI WKH KRXVHKROG
V VKDUH RI QHW HTXLW\ LQ WKH EXVLQHVV LI LW ZHUH VROG WRGD\� :H DFFRXQW IRU

HQWUHSUHQHXULDO OHYHUDJH LQ WKH nUP E\ DGGLQJ ORDQV IURP WKH KRXVHKROG WR WKH EXVLQHVV� VXEWUDFWLQJ

ORDQV IURP WKH EXVLQHVV WR WKH KRXVHKROG� DQG DGGLQJ WKH YDOXH RI SHUVRQDO DVVHWV XVHG DV FROODWHUDO

IRU EXVLQHVV ORDQV� 6XPPDU\ VWDWLVWLFV DUH UHSRUWHG IRU HDFK VXUYH\ \HDU ������ ����� ����� DQG

����� DV ZHOO DV WKH DYHUDJH DFURVV \HDUV� $OO nJXUHV DUH FDOFXODWHG XVLQJ 6&) ZHLJKWV� DQG DUH

WKXV UHSUHVHQWDWLYH RI WKH SRSXODWLRQ RI 8�6� KRXVHKROGV��

7KH nUVW WKUHH URZV RI 3DQHO $ UHSRUW WKH SHUFHQW RI WRWDO SULYDWH HTXLW\ RZQHG E\ KRXVHKROGV

ZLWK YDULRXV GHJUHHV RI QHW ZRUWK GHYRWHG WR SULYDWH HTXLW\� 7KHVH nJXUHV GHPRQVWUDWH WKDW WKH

SULYDWH HTXLW\ PDUNHW LV FRPSULVHG SULPDULO\ RI LQGLYLGXDOV ZKR LQYHVW KHDYLO\ LQ SULYDWH nUPV� )RU

LQVWDQFH� LQ ����� ���� SHUFHQW RI DOO SULYDWH HTXLW\ ZDV KHOG E\ KRXVHKROGV ZKR KDG PRUH WKDQ

�� SHUFHQW RI WKHLU SHUVRQDO QHW ZRUWK GHYRWHG WR SULYDWH HTXLW\� $ PRUH GLUHFW PHDVXUH RI WKH

SRRU GLYHUVLnFDWLRQ FDXVHG E\ LQYHVWPHQW LQ SULYDWH HTXLW\ LV FDSWXUHG E\ WKH QH[W WZR URZV RI

3DQHO $� 7KH URZV UHSRUW WKH DYHUDJH SHUFHQW RI QHW ZRUWK LQYHVWHG LQ SULYDWH HTXLW\ DFURVV DOO

KRXVHKROGV ZLWK VRPH SULYDWH HTXLW\ KROGLQJV DQG SRVLWLYH QHW ZRUWK� 7KH DYHUDJH KRXVHKROG LQ

WKLV JURXS LQYHVWV DOPRVW �� SHUFHQW RI LWV ZHDOWK �DERXW �� SHUFHQW ZKHQ ZHLJKWLQJ E\ QHW ZRUWK�

LQ SULYDWH HTXLW\�� 0RUHRYHU� WKLV LQYHVWPHQW LV W\SLFDOO\ GHYRWHG WR D VLQJOH SULYDWH nUP LQ ZKLFK

WKH KRXVHKROG KDV DQ DFWLYH PDQDJHPHQW LQWHUHVW� 7KH QH[W WZR URZV RI 3DQHO $ UHSRUW WKH PHDQ

SHUFHQW RI SULYDWH HTXLW\ KHOG E\ KRXVHKROGV LQ WKH nUP IRU ZKLFK WKH\ KDYH WKH ODUJHVW DFWLYHO\

PDQDJHG HTXLW\ VKDUH� 7KH DYHUDJH KRXVHKROG ZKR RZQV SULYDWH HTXLW\ KDV DERXW �� SHUFHQW ���

SHUFHQW ZKHQ ZHLJKWHG E\ DPRXQW RI SULYDWH HTXLW\ LQYHVWHG� RI LWV SULYDWH HTXLW\ LQYHVWPHQW LQ

VXFK D nUP� 0RUHRYHU� DURXQG �� SHUFHQW RI WRWDO SULYDWH HTXLW\ LV KHOG E\ LQYHVWRUV ZLWK DQ

DFWLYH PDQDJHPHQW UROH LQ WKH FRPSDQ\� 7KXV� PRVW SULYDWH HTXLW\ LQYHVWPHQWV DUH LQ EXVLQHVVHV

PDQDJHG E\ WKH KRXVHKROG� 2YHUDOO� WKHVH UHVXOWV VXJJHVW WKDW QRW RQO\ LV SULYDWH HTXLW\ LQYHVWPHQW

VXEVWDQWLDO UHODWLYH WR QHW ZRUWK� LW LV DOVR SRRUO\ GLYHUVLnHG� DQG LV KLJKO\ FRQFHQWUDWHG LQ WKH KDQGV

RI PDQDJHUV�

:H VXSSOHPHQW WKH nJXUHV IURP WKH 6&)� ZKLFK DUH UHSUHVHQWDWLYH RI 8�6� KRXVHKROGV� ZLWK

QXPEHUV IURP WKH ���� 166%)� ZKLFK DUH UHSUHVHQWDWLYH RI VPDOO 8�6� nUPV� 7KLV VXUYH\ SHUWDLQV

WR nUPV ZLWK OHVV WKDQ ��� HPSOR\HHV� PRUH WKDQ �� SHUFHQW RI ZKLFK DUH SULYDWH FRPSDQLHV�

)LJXUH � SORWV WKH SHUFHQWDJH RI WKH SULYDWH nUP
V HTXLW\ RZQHG E\ WKH SULQFLSDO VKDUHKROGHU �ZKR

LV W\SLFDOO\ WKH HQWUHSUHQHXU� DFURVV YDULRXV W\SHV RI nUPV� )LUPV DUH VRUWHG LQWR GHFLOHV E\ QXPEHU

�$OO nYH 6&) LPSXWDWLRQV DUH HPSOR\HG� 5HVXOWV GR QRW YDU\ VXEVWDQWLDOO\ DFURVV LPSXWDWLRQV�
�7KLV nJXUH GRHV QRW LQFOXGH WKH IUDFWLRQ RI WKH KRXVHKROG
V QHW ZRUWK GHULYHG IURP ODERU LQFRPH IURP WKH nUP�

,QFOXGLQJ ODERU LQFRPH ZRXOG RQO\ LQFUHDVH WKH IUDFWLRQ RI ZHDOWK WLHG WR WKH nUP�
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RI HPSOR\HHV� WRWDO DVVHWV� DQG nUP DJH� DQG WKH DYHUDJH RZQHUVKLS VKDUH RI WKH SULQFLSDO VKDUHKROGHU

LV SORWWHG IRU HDFK GHFLOH� )RU FRPSDULVRQ� WKH UDWLR RI WKH YDOXH RI WRWDO nUP HTXLW\ WR WRWDO DVVHWV

LV DOVR SORWWHG�� $V WKH nJXUH GHPRQVWUDWHV� VKDUH RZQHUVKLS RI WKH SULQFLSDO VKDUHKROGHU UDQJHV

IURP RYHU �� WR FORVH WR ��� SHUFHQW� LQGLFDWLQJ WKDW WKH SULQFLSDO VKDUHKROGHU�HQWUHSUHQHXU LV WKH

PDMRULW\ RZQHU RI WKH nUP� 7KH RZQHUVKLS RI WKH SULQFLSDO VKDUHKROGHU LV ODUJHU IRU VPDOOHU nUPV�

ZLWK IHZHU QXPEHU RI HPSOR\HHV� EXW LV UHODWLYHO\ oDW DFURVV nUP DJH GHFLOHV�

$FFXPXODWLQJ WKH HYLGHQFH LQ 7DEOH , DQG )LJXUH �� WKH FRQFHQWUDWLRQ RI ZHDOWK LQ SULYDWH HTXLW\

LV VXEVWDQWLDO� +RXVHKROGV ZLWK SULYDWH HTXLW\ RZQHUVKLS DSSHDU WR EH YHU\ XQGLYHUVLnHG� LQYHVWLQJ

D ODUJH IUDFWLRQ RI WKHLU ZHDOWK LQ D VLQJOH EXVLQHVV ZKLFK WKH\ RZQ DQG PDQDJH� 7KH TXHVWLRQ LV ZK\

GR WKH\ H[KLELW WKLV EHKDYLRU DQG KRZ FRVWO\ LV VXFK EHKDYLRU LQ WHUPV RI XQH[SORLWHG GLYHUVLnFDWLRQ

EHQHnWV"

%� 3XEOLFO\ 7UDGHG )LUPV

)RU FRPSDULVRQ WR WKH FRQFHQWUDWLRQ RI ZHDOWK LQ SULYDWH HTXLW\� ZH UHSRUW WKH FRQFHQWUDWLRQ RI

ZHDOWK LQ SXEOLFO\ WUDGHG HTXLW\ RI nUPV IRU ZKLFK D KRXVHKROG PHPEHU LV RU KDV EHHQ HPSOR\HG�

6LQFH WKH PDMRULW\ RI SULYDWH nUPV QHYHU JR SXEOLF� DQG EHFDXVH SXEOLFO\ WUDGHG nUPV KDYH PRUH

GLVSHUVHG RZQHUVKLS� ZH VXVSHFW WKDW WKH FRQFHQWUDWLRQ RI KRXVHKROG ZHDOWK LQ RZQ FRPSDQ\ VWRFN

WKDW WUDGHV SXEOLFO\ ZLOO EH VPDOOHU WKDQ LQ SULYDWHO\ KHOG nUPV�

3DQHO % RI 7DEOH , UHSRUWV WKDW IRU KRXVHKROGV ZLWK RZQ FRPSDQ\ VWRFN KROGLQJV� WKHVH FRQVWLWXWH

WKH PDMRULW\ RI WKH KRXVHKROGV
 GLUHFW HTXLW\ LQYHVWPHQW� DYHUDJLQJ DOPRVW �� SHUFHQW ����� SHUFHQW

ZKHQ ZHLJKWHG E\ DPRXQW RI GLUHFWO\ KHOG HTXLW\�� $V D IUDFWLRQ RI DOO HTXLW\ KHOG� ERWK GLUHFWO\

DQG LQGLUHFWO\ WKURXJK PXWXDO IXQGV� ,5$V� SHQVLRQ SODQV� DQQXLWLHV DQG WUXVWV� RZQ FRPSDQ\

VWRFN DFFRXQWV IRU DERXW �� SHUFHQW ��� SHUFHQW ZKHQ ZHLJKWHG E\ DPRXQW RI WRWDO HTXLW\ LQYHVWHG�

RI D KRXVHKROG
V WRWDO HTXLW\ KROGLQJV� 5HODWLYH WR SULYDWHO\ KHOG nUPV� KRZHYHU� LQYHVWPHQW LQ

RZQ FRPSDQ\ VWRFN IRU SXEOLF nUPV LV IDU OHVV FRQFHQWUDWHG� $V D IUDFWLRQ RI KRXVHKROG QHW ZRUWK�

LQYHVWPHQW LQ RZQ FRPSDQ\ VWRFN LV RQO\ �� SHUFHQW� FRPSDUHG WR �� SHUFHQW IRU SULYDWH nUPV�

)XUWKHUPRUH� KRXVHKROGV ZLWK RYHU �� SHUFHQW RI WKHLU HTXLW\ KROGLQJV LQ RZQ FRPSDQ\ VWRFN

FRQVWLWXWH RQO\ DERXW ���� SHUFHQW RI WRWDO HTXLW\ LQYHVWPHQW LQ SXEOLF nUPV� +RXVHKROGV ZLWK RYHU

�� SHUFHQW DQG �� SHUFHQW RI WKHLU HTXLW\ KROGLQJV LQ RZQ FRPSDQ\ VWRFN FRPSULVH RQO\ � DQG ���

SHUFHQW� UHVSHFWLYHO\� RI WRWDO SXEOLF HTXLW\ LQYHVWPHQW� +HQFH� ZKLOH WKH VFRSH RI RZQ FRPSDQ\

�7KH GHFLOHV DUH FDOFXODWHG XVLQJ 166%) ZHLJKWV DQG nUPV DUH ZHLJKWHG ZLWKLQ GHFLOHV DFFRUGLQJ WR WKH 166%)�
6LQFH WKH nUVW WZR GHFLOHV RI QXPEHU RI HPSOR\HHV LV RQH� ZH WUHDW WKH ERWWRP �� SHUFHQW RI nUPV DV RQH FDWHJRU\�
SORWWLQJ D VLQJOH SRLQW RQ WKH JUDSK� 7KHUHIRUH� WKHUH DUH RQO\ � HPSOR\HH FDWHJRULHV� EXW �� DVVHW DQG nUP DJH
JURXSV�
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VWRFN LQYHVWPHQW LV VLJQLnFDQW� RZQHUV RI RZQ FRPSDQ\ VWRFN LQ SXEOLF FRPSDQLHV DUH QRW DV SRRUO\

GLYHUVLnHG DV RZQHUV RI SULYDWH HTXLW\� %LWOHU� 0RVNRZLW]� DQG 9LVVLQJ�-~UJHQVHQ ������ VKRZ WKDW

LQLWLDO RZQHUV RI SULYDWH nUPV FRQWLQXH WR KROG VXEVWDQWLDO RZQHUVKLS VKDUHV ZHOO DIWHU WKH nUP JRHV

SXEOLF� +HQFH� SDUW RI WKH FRQFHQWUDWLRQ RI LQYHVWPHQW LQ RZQ FRPSDQ\ VWRFN LV GXH WR RULJLQDO

RZQHUV RI WKH nUP PDLQWDLQLQJ WKHLU KROGLQJV DIWHU WKH nUP JRHV SXEOLF�

7KH QXPEHUV VKRZQ LQ 7DEOH , GR QRW LQFOXGH RZQ FRPSDQ\ VWRFN KHOG LQGLUHFWO\ WKURXJK

SHQVLRQ SODQV RU HPSOR\HH VWRFN RZQHUVKLS SODQV �(623V�� +RZHYHU� WKH 'HSDUWPHQW RI /DERU

SURYLGHV HVWLPDWHV RI KROGLQJV RI HPSOR\HU VKDUHV LQ SHQVLRQ SODQV DQG (623V� 7KH SHQVLRQ SODQ

HVWLPDWHV DUH EDVHG RQ )RUP ���� nOHG ZLWK WKH ,QWHUQDO 5HYHQXH 6HUYLFH� )RU ����� RI WKH WRWDO

������ ELOOLRQ LQ DVVHWV RI GHnQHG FRQWULEXWLRQ SODQV ZLWK ��� RU PRUH SDUWLFLSDQWV� ���� ELOOLRQ

ZDV LQYHVWHG LQ HPSOR\HU VWRFN� (623V ZLWK ��� RU PRUH SDUWLFLSDQWV DFFRXQW IRU DQRWKHU ����

ELOOLRQ RI LQYHVWPHQWV LQ HPSOR\HU HTXLW\� )RU FRPSDULVRQ� 6&) ZHLJKWV FDQ EH XVHG WR HVWLPDWH

WKH WRWDO GROODU DPRXQW RI GLUHFWO\ KHOG RZQ FRPSDQ\ VWRFN LQ WKH 8�6� SRSXODWLRQ� 8VLQJ WKH ����

6&) HVWLPDWHV� WKLV LV ���� ELOOLRQ GROODUV� DERXW WKH VDPH DV KROGLQJV WKURXJK SHQVLRQ SODQV DQG

(623V FRPELQHG� 7KH WRWDO DPRXQW RI GLUHFW DQG LQGLUHFW KROGLQJV RI SXEOLFO\ WUDGHG VWRFN E\

KRXVHKROGV LV ������ ELOOLRQ IRU ����� &RPELQLQJ WKH QXPEHUV IURP WKH 'HSDUWPHQW RI /DERU DQG

WKH 6&) OHDGV WR DQ HVWLPDWHG VKDUH RI RZQ FRPSDQ\ VWRFN DV D SHUFHQW RI WRWDO SXEOLF HTXLW\ RZQHG

E\ KRXVHKROGV RI �����������
����  ���� SHUFHQW�� 7KXV� HYHQ WDNLQJ LQWR DFFRXQW LQGLUHFW FRPSDQ\

VWRFN KROGLQJV WKURXJK SHQVLRQV DQG (623V� SXEOLF HTXLW\ VHHPV FRQVLGHUDEO\ OHVV FRQFHQWUDWHG

WKDQ SULYDWH HTXLW\� ,W VKRXOG EH HPSKDVL]HG WKDW KRXVHKROGV PD\ KROG XQGLYHUVLnHG SRUWIROLRV RI

SXEOLF HTXLW\ ZLWKRXW RZQLQJ DQ\ RZQ FRPSDQ\ VWRFN� +RZHYHU� 9LVVLQJ�-~UJHQVHQ ������ VKRZV

WKDW ���� SHUFHQW RI SXEOLF HTXLW\ KHOG LQ WKH ���� 6&) LV RZQHG E\ KRXVHKROGV ZLWK DW OHDVW �

GLUHFWO\ KHOG VWRFNV RU KDOI RU PRUH RI WKHLU HTXLW\ KROGLQJV LQ LQGLUHFW IRUP �H�J�� PXWXDO IXQGV�

UHWLUHPHQW SODQV� HWF��� 7KXV� SRRU GLYHUVLnFDWLRQ RI SXEOLF HTXLW\ SRUWIROLRV VHHPV WR EH PXFK OHVV

SUHYDOHQW WKDQ SRRU GLYHUVLnFDWLRQ RI SULYDWH HTXLW\ SRUWIROLRV�

,,,� 7KH 5HWXUQV WR 3ULYDWH (TXLW\ ,QYHVWPHQW

:H EHJLQ ZLWK D FRPSDULVRQ EHWZHHQ WKH UHWXUQV RI SULYDWHO\ KHOG DQG SXEOLFO\ WUDGHG FRPSDQLHV�

*LYHQ REVHUYHG LQYHVWPHQW LQ WKH SXEOLF VWRFN PDUNHW� WKH SUHPLXP RQ HTXLW\ DSSHDUV WRR KLJK

�H�J�� 0HKUD DQG 3UHVFRWW �������� 6LQFH LQYHVWPHQW LQ SULYDWH HTXLW\ LV IDU PRUH FRQFHQWUDWHG� ZH

�7R HVWLPDWH KRZ PXFK RI WKH ULVN RI 8�6� FRPSDQLHV LV ERUQH E\ HPSOR\HHV RQH VKRXOG DOVR DGG DQ HVWLPDWH RI
VWRFN RSWLRQV DQG VWRFN SHUIRUPDQFH�EDVHG FRPSHQVDWLRQ JLYHQ WR HPSOR\HHV� 7KLV LV EH\RQG WKH VFRSH RI WKLV SDSHU
KRZHYHU�
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H[SHFW WKH SUHPLXP RQ SULYDWH HTXLW\ WR EH HYHQ KLJKHU� 7KLV VWXG\ UHSUHVHQWV RQH RI WKH nUVW

DWWHPSWV WR TXDQWLI\ WKH UHWXUQV WR LQYHVWLQJ LQ SULYDWH HTXLW\�

$� 7KH 6L]H RI WKH 3ULYDWH (TXLW\ 0DUNHW

:H EHJLQ E\ FRPSDULQJ WKH VL]H RI WKH SULYDWH DQG SXEOLF HTXLW\ PDUNHWV� :H HPSOR\ WZR GDWD

VRXUFHV IRU RXU HVWLPDWHV RI WKH VL]H DQG UHWXUQV RI WKH SULYDWH HTXLW\ PDUNHW� 7KH nUVW LV WKH �����

����� ����� DQG ���� 6&)� 7KH VHFRQG LV WKH ))$�� 3DQHO $ RI 7DEOH ,, UHSRUWV WKH VL]H RI WKH

SULYDWH HTXLW\ PDUNHW HVWLPDWHG IURP WKH 6&) XVLQJ WKH KRXVHKROG ZHLJKWV SURYLGHG� 7RWDO PDUNHW

YDOXH RI SULYDWH HTXLW\ KHOG LQ ELOOLRQV RI GROODUV DUH UHSRUWHG IRU WKUHH W\SHV RI nUPV� SURSULHWRUVKLSV

DQG SDUWQHUVKLSV� 6 DQG RWKHU FRUSRUDWLRQV� DQG XQNQRZQ W\SHV� ,Q FRPSXWLQJ WKH WRWDO DPRXQW

RI SULYDWH HTXLW\ LQYHVWPHQW �DQG WKHLU UHWXUQV� ZH GHGXFW FROODWHUDO SRVWHG E\ WKH HQWUHSUHQHXU

IRU ORDQV WR WKH nUP� 7KLV LV GRQH WR EH FRQVHUYDWLYH VR WKDW SULYDWH HTXLW\ YDOXHV ZLOO QRW EH

LQoDWHG E\ WKH LQFOXVLRQ RI SHUVRQDO DVVHWV SRVWHG DV FROODWHUDO� ,QFOXGLQJ SHUVRQDO FROODWHUDO LQ

WKH SULYDWH HTXLW\ UHWXUQV FDOFXODWLRQV ZRXOG ELDV UHWXUQV GRZQZDUG� 7KH ���� VXUYH\ DOVR UHSRUWV

ERRN YDOXH RI HTXLW\ IRU SURSULHWRUVKLSV DQG SDUWQHUVKLSV DQG 6 DQG RWKHU FRUSRUDWLRQV� ZKLFK ZH

XVH WR FRPSXWH D PDUNHW�WR�ERRN UDWLR IRU WKHVH nUPV ����� DQG ����� UHVSHFWLYHO\� IRU ODWHU XVH�

$V 7DEOH ,, VKRZV� WKH PDUNHW YDOXH RI SULYDWH HTXLW\ KDV ULVHQ VWHDGLO\ IURP ���� WR �����

SULPDULO\ GXH WR DQ LQFUHDVH LQ 6 DQG RWKHU FRUSRUDWLRQV� 7KH WRWDO GROODU DPRXQW RI SULYDWH HTXLW\

LV VXEVWDQWLDO� UDQJLQJ IURP ���� WULOOLRQ LQ ���� WR ���� WULOOLRQ LQ ����� 7KH 6&) FDQ DOVR EH XVHG

WR HVWLPDWH WKH PDUNHW YDOXH RI SXEOLF HTXLW\ KHOG E\ KRXVHKROGV� 7KLV KDV VLPLODUO\ ULVHQ VKDUSO\

RYHU WKH GHFDGH FRYHUHG E\ WKH IRXU VXUYH\V �IURP ���� WULOOLRQ WR ���� WULOOLRQ��� 7KH JURZWK LQ

SXEOLF HTXLW\ YDOXH KDV RXWSDFHG WKDW RI SULYDWH HTXLW\� 7KH SULYDWH PDUNHW ZDV ��� WLPHV ODUJHU

WKDQ WKH SXEOLF PDUNHW LQ ����� EXW ZDV RQO\ �� SHUFHQW DV ODUJH DV WKH SXEOLF PDUNHW E\ WKH HQG

RI ����� 7KLV VXJJHVWV WKDW WKH UHWXUQV WR SXEOLF HTXLW\ ZHUH ODUJHU WKDQ WKRVH RI SULYDWH HTXLW\

RYHU WKLV WLPH SHULRG� $OVR UHSRUWHG LV WKH DYHUDJH SULFH WR HDUQLQJV UDWLR �3�(� LQ WKH SULYDWH

PDUNHW� :H UHSRUW WKH 3�( UDWLRV ERWK ZLWK DQG ZLWKRXW DQ DGMXVWPHQW IRU WKH ODERU FRPSRQHQW

RI nUP SURnWV �WKLV ZLOO EH H[SODLQHG LQ GHWDLO EHORZ�� 7KH 3�( UDWLRV� ZLWK DGMXVWPHQW IRU WKH

HQWUHSUHQHXU
V ODERU FRPSRQHQW RI SULYDWH FRPSDQ\ HDUQLQJV� UDQJH IURP ���� WR ���� RYHU WKH

VXUYH\ \HDUV� DQG DUH VLJQLnFDQWO\ VPDOOHU WKDQ WKRVH LQ WKH SXEOLF PDUNHW�

�)RU D FRPSDULVRQ RI WKH 6&) DQG ))$ HTXLW\ QXPEHUV� DV ZHOO DV WKH QXPEHUV IRU PDQ\ RWKHU DVVHW FDWHJRULHV�
VHH $QWRQLHZLF] �������

�7KHVH QXPEHUV LQFOXGH HVWLPDWHV RI KRXVHKROGV
 RZQHUVKLS RI SXEOLF HTXLW\ WKURXJK PXWXDO IXQGV� GHnQHG FRQWUL�
EXWLRQ UHWLUHPHQW SODQV� DQG WUXVWV� 6LQFH SDUW RI SXEOLF HTXLW\ LV RZQHG E\ GHnQHG EHQHnW UHWLUHPHQW SODQV� LQFOXGLQJ
VWDWH DQG ORFDO JRYHUQPHQW UHWLUHPHQW SODQV� RU E\ QRQ�SURnW RUJDQL]DWLRQV� LQVXUDQFH FRPSDQLHV� DQG IRUHLJQHUV� WKH
6&) SXEOLF HTXLW\ WRWDOV ZLOO EH ORZHU WKDQ WKH &563 WRWDO PDUNHW YDOXH IRU SXEOLF HTXLW\�

�



)RU FRPSDULVRQ� ZH DOVR HVWLPDWH WKH VL]H RI WKH SULYDWH HTXLW\ PDUNHW IURP GDWD REWDLQHG IURP

WKH )HGHUDO 5HVHUYH
V )ORZ RI )XQGV $FFRXQW �))$�� )RU FRPSDULVRQ WR WKH 6&) HVWLPDWHV� ZH

HPSOR\ ))$ GDWD IURP ����� ����� ����� DQG ����� 7KH ))$ QXPEHUV IRU QRQFRUSRUDWH HTXLW\

FRQVLVW RI DQ HVWLPDWH RI ERRN HTXLW\ IRU QRQFRUSRUDWH nUPV EDVHG RQ WD[ UHWXUQV� SOXV DQ HVWLPDWH

RI WKH PDUNHW YDOXH RI RQH WR IRXU IDPLO\ UHQWDO SURSHUWLHV� 7R REWDLQ D QXPEHU PRUH FRPSDUDEOH

WR WKH 6&)� ZH VXEWUDFW IURP WKH ))$ QXPEHU DQ HVWLPDWH �EDVHG RQ 6&) GDWD� RI WKH PDUNHW

YDOXH RI WKHVH W\SHV RI UHQWDO SURSHUWLHV� )XUWKHUPRUH� WR FRQYHUW WKH ))$ ERRN YDOXHV LQWR PDUNHW

YDOXHV� ZH HPSOR\ WKH PDUNHW�WR�ERRN UDWLR IRU SURSULHWRUVKLSV DQG SDUWQHUVKLSV IURP WKH 6&) ����

GDWD LQ 3DQHO $� 7KH UHVXOWLQJ HVWLPDWHV RI QRQFRUSRUDWH HTXLW\ DUH VRPHZKDW ODUJHU WKDQ WKH 6&)

QXPEHUV LQ 3DQHO $� 7KH ))$ QXPEHUV IRU HTXLW\ LQ FRUSRUDWLRQV UHIHU WR ERWK HTXLW\ LQ SXEOLFO\

WUDGHG FRUSRUDWLRQV DQG HTXLW\ LQ FORVHO\ KHOG FRPSDQLHV �6 FRUSRUDWLRQV� & FRUSRUDWLRQV� DQG

RWKHU W\SHV RI FRUSRUDWLRQV�� 7KH ))$ HVWLPDWHV WKH YDOXH RI FORVHO\ KHOG FRPSDQLHV IURP HVWDWH

WD[ UHWXUQV� EXW GR QRW SXEOLVK VHSDUDWH VHULHV IRU SXEOLFO\ WUDGHG FRUSRUDWH HTXLW\ DQG QRQ�SXEOLF

FRUSRUDWH HTXLW\� 7R REWDLQ DQ HVWLPDWH RI QRQ�SXEOLF FRUSRUDWH HTXLW\� WKHUHIRUH� ZH VXEWUDFW IURP

WKH ))$ QXPEHU WKH HVWLPDWH RI WKH PDUNHW YDOXH RI SXEOLF HTXLW\ IURP &563 JLYHQ LQ 3DQHO &�

7KH ))$ HVWLPDWHV RI FRUSRUDWH SULYDWH HTXLW\ REWDLQHG E\ WKLV PHWKRG DUH VPDOOHU WKDQ WKH

HVWLPDWHV EDVHG RQ WKH 6&) IRU ���� DQG ���� EXW FORVHU IRU ���� DQG ����� 7KLV JDS LV DW OHDVW

SDUWO\ GXH WR WKH ))$ LQFOXGLQJ DOO RZQHUV RI SULYDWH HTXLW\� ,W LV OLNHO\ WKDW WKH SRUWIROLRV RI

ROG KRXVHKROGV FRQWDLQ OHVV SULYDWH HTXLW\ WKDQ WKH CDYHUDJH
 SRUWIROLR� $Q HVWLPDWH RI 6 DQG &

FRUSRUDWLRQ HTXLW\ EDVHG RQ HVWDWH WD[ UHWXUQV ZRXOG WKHQ OHDG WR GRZQZDUG ELDVHG HVWLPDWHV RI

SULYDWH HTXLW\� $QWRQLHZLF] ������ KDV DFFHVV WR WKH DFWXDO ))$ VHULHV IRU 6 DQG & FRUSRUDWLRQ

HTXLW\ DQG SURYLGHV WKH QXPEHU IRU ����� ����� ����� DQG ����� +HU QXPEHUV DUH HYHQ ORZHU WKDQ

WKH ))$ QXPEHUV ZH LPSXWHG��

,Q VXPPDU\� WKH VL]H RI WKH SULYDWH HTXLW\ PDUNHW LV VXEVWDQWLDO� DQG LV ODUJHU WKDQ WKDW RI WKH

SXEOLF HTXLW\ PDUNHW IRU WKH nUVW SDUW RI RXU VDPSOH SHULRG� ,Q DGGLWLRQ� DV 7DEOH , QRWHV� RZQHUV RI

SULYDWH HTXLW\ DUH PRUH XQGLYHUVLnHG WKDQ RZQHUV RI SXEOLF HTXLW\� )RU WKHVH UHDVRQV� GRFXPHQWLQJ

WKH UHWXUQV WR SULYDWH HTXLW\ LQYHVWPHQW LV DQ LPSRUWDQW H[HUFLVH�

�:H GR QRW XVH $QWRQLHZLF]
V QXPEHUV IRU WKHVH IRXU \HDUV VLQFH ZH XVH WKH ))$ GDWD RYHU D ORQJHU WLPH SHULRG
EHORZ DQG SUHIHU WR XVH WKH VDPH PHWKRG WKURXJKRXW� :H KRSH WR REWDLQ WKH DFWXDO ))$ VHULHV IRU DOO \HDUV DW D
ODWHU WLPH�

��



%� 3ULYDWH (TXLW\ 5HWXUQ (VWLPDWHV

,Q RUGHU WR HVWLPDWH WKH UHWXUQV WR SULYDWH HTXLW\ KROGLQJV� ZH XVH WKH KRXVHKROG HVWLPDWHV RI WKH

PDUNHW YDOXH DQG SURnWV RI WKH SULYDWH nUPV EHLQJ KHOG DV UHSRUWHG LQ 7DEOH ,,� 7KH SURnWV UHSRUWHG

E\ KRXVHKROGV DUH SUH�WD[ HDUQLQJV IRU WKH \HDU SULRU WR WKH VXUYH\� $OWKRXJK WKHVH QXPEHUV DUH

VHOI�UHSRUWHG E\ KRXVHKROGV� WKH\ DUH DQRQ\PRXV DQG QRW VXEMHFW WR WD[ VFUXWLQ\� +RZHYHU� ZH ZLOO

DGGUHVV ODWHU ZKHWKHU UHSRUWLQJ ELDVHV DUH OLNHO\ WR KDYH LQoXHQFHG RXU UHWXUQ FDOFXODWLRQV DQG KRZ

ZH FDQ DFFRXQW IRU WKHVH SRVVLEOH GLVWRUWLRQV� )RU QRZ� ZH EHJLQ ZLWK D EDVHOLQH HVWLPDWH RI SULYDWH

HTXLW\ UHWXUQV� GHIHUULQJ UREXVWQHVV LVVXHV�

,Q RUGHU WR HVWLPDWH UHWXUQV� ZH nUVW FRQYHUW SUH�WD[ HDUQLQJV LQWR DIWHU WD[ SURnWV E\ VXEWUDFWLQJ

DQ HVWLPDWH RI WKH WD[HV GXH IRU FRUSRUDWLRQV �WKLV DGMXVWPHQW LV DOUHDG\ DFFRXQWHG IRU LQ WKH SURnW

QXPEHUV VKRZQ LQ 7DEOH ,,�� %RWK 6 FRUSRUDWLRQV DQG SURSULHWRUVKLSV DQG SDUWQHUVKLSV DUH H[HPSW

IURP FRUSRUDWH WD[DWLRQ� VR QR DGMXVWPHQW LV PDGH IRU WKHVH nUPV� )RU DOO RWKHU nUPV� ZH DVVXPH

D �� SHUFHQW FRUSRUDWH WD[ UDWH DQG WKHUHIRUH FRQVLGHU RQO\ �� SHUFHQW RI SUH�WD[ HDUQLQJV DV D

SRVVLEOH FDVK oRZ WR LQYHVWRUV LQ FDOFXODWLQJ UHWXUQV� 6LQFH HDUQLQJV DUH UHSRUWHG IRU WKH \HDU SULRU

WR HDFK VXUYH\� DQG VXUYH\V RFFXU RQO\ HYHU\ WKUHH \HDUV� ZH UHSRUW WKH DYHUDJH RI WKH UHWXUQV

REWDLQHG XVLQJ WKH FXUUHQW DQG WKH SUHYLRXV VXUYH\
V HDUQLQJV HVWLPDWHV IRU RXU FDOFXODWLRQV� )RU

H[DPSOH� LQ FDOFXODWLQJ UHWXUQV RYHU WKH nUVW VXUYH\ SHULRG ����� WR ������ ZH UHSRUW WKH DYHUDJH

RI WKH DQQXDOL]HG UHWXUQV XVLQJ ���� HDUQLQJV DQG ���� HDUQLQJV�

7R DYRLG GRXEOH FRXQWLQJ HDUQLQJV DV ERWK D SRWHQWLDO GLYLGHQG WR LQYHVWRUV DV ZHOO DV D FDSLWDO

JDLQ� ZH PXVW PDNH DQ DVVXPSWLRQ DERXW WKH IUDFWLRQ RI �DIWHU�WD[� HDUQLQJV WKDW DUH UHWDLQHG LQ

WKH nUP� 6LQFH WKH 6&) GRHV QRW UHFRUG KRZ PXFK RI HDUQLQJV DUH SDLG RXW WR VKDUHKROGHUV� ZH

DVVXPH WKDW RQH KDOI RI DIWHU WD[ SURnWV DUH UHWDLQHG LQ & FRUSRUDWLRQV� 7KLV FRUUHVSRQGV URXJKO\

WR WKH UDWLR RI UHWDLQHG HDUQLQJV WR DIWHU WD[ SURnWV IRU SXEOLF FRUSRUDWLRQV LQ &563 RYHU WKH

SHULRG ���� WR ����� ([WHUQDO nQDQFLQJ LV OLNHO\ WR EH PRUH FRVWO\ IRU SULYDWH nUPV WKDQ IRU ODUJHU

SXEOLF nUPV� 7KHUHIRUH� LW LV OLNHO\ WKDW SULYDWH & FRUSRUDWLRQV UHWDLQ PRUH LQ WKH nUP WKDQ ODUJHU

SXEOLF nUPV� ,QFUHDVLQJ WKH UHWHQWLRQ UDWH ZLOO ORZHU RXU VXEVHTXHQW UHWXUQ HVWLPDWHV� KHQFH WKH

�� SHUFHQW UHWHQWLRQ DVVXPSWLRQ ZLOO� LI DQ\WKLQJ� ELDV RXU UHWXUQV XSZDUG� 6LQFH 6 FRUSRUDWLRQV�

SURSULHWRUVKLSV� DQG SDUWQHUVKLSV DUH RIWHQ VPDOOHU WKDQ & FRUSRUDWLRQV DQG PD\ KDYH IHZHU JURZWK

SURVSHFWV� ZH DVVXPH WKHLU UHWHQWLRQ LV KDOI RI WKDW RI & FRUSRUDWLRQV� :KLOH PDQ\ nUPV GR QRW

PDNH FDVK GLVWULEXWLRQV WR VKDUHKROGHUV� DVVXPLQJ DOO SURSULHWRUV� SDUWQHUVKLSV� DQG 6 FRUSRUDWLRQV

UHWDLQ ��� SHUFHQW RI HDUQLQJV ZRXOG ELDV RXU FDOFXODWHG UHWXUQ FDOFXODWLRQV GRZQZDUG� &RQYHUVHO\�

DVVXPLQJ WKDW QR HDUQLQJV DUH UHWDLQHG LPSOLHV WKDW nUPV DUH QRW UHLQYHVWLQJ RU SODQQLQJ WR JURZ�

��



7KLV VHHPV XQUHDVRQDEOH IRU PRVW VPDOO SULYDWH nUPV� +RZHYHU� ZH ZLOO UHSRUW UHWXUQ HVWLPDWHV

XVLQJ WKLV DOWHUQDWLYH DQG H[WUHPH UHWDLQHG HDUQLQJV DVVXPSWLRQ IRU UREXVWQHVV�

8VLQJ WKH PDUNHW YDOXH RI SULYDWH HTXLW\ DW WKH EHJLQQLQJ DQG HQG RI HDFK VXUYH\ SHULRG� SOXV

WKH DIWHU�WD[ HDUQLQJV RI WKH nUP� DGMXVWHG IRU WKH DPRXQW UHWDLQHG LQ WKH nUP WR DYRLG GRXEOH

FRXQWLQJ� ZH FRPSXWH WKH UHWXUQ RQ SULYDWH HTXLW\ RYHU WKH \HDUV EHWZHHQ HDFK VXUYH\� 7DEOH ,,,

3DQHO $ UHSRUWV WKH JHRPHWULF DYHUDJH DQQXDO UHWXUQ IURP LQYHVWLQJ LQ SULYDWH HTXLW\ RYHU WKH WKUHH

VXUYH\ SHULRGV� )URP ���� WR ����� WKH DYHUDJH UHWXUQ LV ����� SHUFHQW SHU \HDU� IURP ���� WR �����

WKH DYHUDJH UHWXUQ LV ����� SHUFHQW� ZKLOH LW LV ����� SHUFHQW IURP ���� WR �����

3DQHO % RI 7DEOH ,,, UHSRUWV WKH UHWXUQV WR SXEOLF HTXLW\ RYHU WKH VDPH WLPH SHULRG IRU FRP�

SDULVRQ� REWDLQHG IURP &563� 7KHVH UHWXUQV DFFRXQW IRU VWRFN UHSXUFKDVHV� 7KH JHRPHWULF DYHUDJH

DQQXDO UHWXUQ WR SXEOLF HTXLW\ LV ������ ������ DQG ����� SHUFHQW IRU WKH ���� WR ����� ���� WR

����� DQG ���� WR ���� SHULRGV� UHVSHFWLYHO\� 7KHVH UHWXUQV DUH VLPLODU WR WKRVH IURP WKH 6&) �D

ELW ORZHU IURP ���� WR ������ +RZHYHU� VLQFH SULYDWH nUPV DUH PXFK VPDOOHU DQG ULVNLHU WKDQ ODUJH

SXEOLF FRPSDQLHV� UHSUHVHQWHG E\ WKH &563 LQGH[� SHUKDSV D EHWWHU FRPSDULVRQ LV WR WKH UHWXUQV RQ

WKH VPDOOHVW GHFLOH RI SXEOLFO\ WUDGHG nUPV� 2YHU WKH WKUHH VXUYH\ SHULRGV� WKH JHRPHWULF DYHUDJH

DQQXDO UHWXUQV RQ WKH VPDOOHVW GHFLOH RI &563 nUPV LV ������ ������ DQG ������ UHVSHFWLYHO\� 7KHVH

DUH FRQVLGHUDEO\ KLJKHU WKDQ WKH SULYDWH HTXLW\ UHWXUQV IRU WKH ���� WR ���� SHULRG DQG VLPLODU IRU

WKH RWKHU WZR SHULRGV�

2XU EDVLF SULYDWH HTXLW\ UHWXUQ HVWLPDWHV GLVFXVVHG VR IDU DUH OLNHO\ WR EH ELDVHG LQ VHYHUDO

ZD\V� ,Q WKH UHVW RI WKLV VHFWLRQ ZH TXDQWLI\ WKHVH ELDVHV DV EHVW ZH FDQ� &RUUHFWLQJ IRU VRPH RI

WKH ELDVHV OHDGV WR KLJKHU SULYDWH HTXLW\ UHWXUQV ZKLOH FRUUHFWLQJ IRU RWKHUV OHDGV WR ORZHU SULYDWH

HTXLW\ UHWXUQV�

%�� /DERU $GMXVWPHQW� $FFRXQWLQJ IRU 6DODULHV

,QFOXGHG LQ WKH SULYDWH HTXLW\ HDUQLQJV QXPEHUV LV WKH WRWDO VDODU\ SDLG WR VHOI�HPSOR\HG PDQDJHUV�

ZKLFK ZH UHSRUW LQ 7DEOH ,, 3DQHO $ IRU UHIHUHQFH� +HQFH� RXU UHWXUQ FDOFXODWLRQV DFFRXQW IRU VDODULHV

ZLWKGUDZQ IURP WKH nUP E\ WKH HQWUHSUHQHXU� +RZHYHU� WKH 6&) HDUQLQJV nJXUHV DVVXPH QR VDODU\

LV SDLG WR HQWUHSUHQHXUV ZKR GR QRW UHSRUW D VDODU\ WR WKHPVHOYHV� )RU WKHVH HQWUHSUHQHXUV� SDUW

RI WKHLU FRPSDQLHV
 SURnWV LV SD\PHQW IRU KRXUV ZRUNHG E\ WKH HQWUHSUHQHXU� UDWKHU WKDQ UHWXUQ

RQ HTXLW\� 7KHUHIRUH� ZH PDNH DQ DGMXVWPHQW WR HDUQLQJV IRU WKLV ODERU FRPSRQHQW IRU LQGLYLGXDOV

�KHDG DQG�RU VSRXVH� ZKR UHSRUW EHLQJ VHOI�HPSOR\HG� KDYH RZQHUVKLS LQ D SULYDWH FRPSDQ\ LQ

ZKLFK WKH\ KDYH DQ DFWLYH PDQDJHPHQW LQWHUHVW� EXW IDLO WR UHSRUW D VDODU\ WDNHQ� :H DVVXPH D ��

��



ZHHN ZRUN \HDU� DQG PXOWLSO\ WKH UHSRUWHG QXPEHU RI KRXUV ZRUNHG E\ WKHVH LQGLYLGXDOV SHU ZHHN

E\ DQ HVWLPDWHG ZDJH UDWH IRU VLPLODU LQGLYLGXDOV LQ WKH VXUYH\ ZKR ZRUNHG LQ SDLG HPSOR\PHQW�

6SHFLnFDOO\� IRU UHVSRQGHQWV ZKR UHSRUWHG WR ZRUN LQ SDLG HPSOR\PHQW �L�H�� QRW VHOI�HPSOR\HG�� ZH

UHJUHVV WKHLU KRXUO\ ZDJH UDWH RQ D FRQVWDQW� WKHLU DJH� DJH VTXDUHG� D GXPP\ YDULDEOH IRU KDYLQJ D

KLJK VFKRRO GLSORPD EXW QRW D FROOHJH GHJUHH� D GXPP\ IRU JUDGXDWLQJ FROOHJH� DQG D GXPP\ IRU WKHLU

JHQGHU � � LI PDOH�� :H UXQ RQH UHJUHVVLRQ IRU KHDGV RI KRXVHKROGV DQG RQH UHJUHVVLRQ IRU VSRXVHV�

8VLQJ WKH UHJUHVVLRQ FRHpFLHQWV� ZH WKHQ HVWLPDWH WKH ZDJH UDWH IRU VHOI�HPSOR\HG LQGLYLGXDOV

ZKR GR QRW UHSRUW D VDODU\ E\ PXOWLSO\LQJ WKHLU GHPRJUDSKLF DQG HGXFDWLRQ FKDUDFWHULVWLFV E\ WKH

HVWLPDWHG FRHpFLHQWV DQG XVLQJ WKH SUHGLFWHG YDOXH DV WKHLU ZDJH UDWH� 7KLV SURFHGXUH DVVXPHV WKDW

WKH UHODWLRQVKLS EHWZHHQ WKH KRXVHKROG
V GHPRJUDSKLF�HGXFDWLRQ FKDUDFWHULVWLFV DQG ZDJHV LV WKH

VDPH IRU VHOI�HPSOR\HG LQGLYLGXDOV DV LQGLYLGXDOV ZKR ZRUN LQ SDLG HPSOR\PHQW� +DPLOWRQ ������

GHPRQVWUDWHV WKDW VHOI�HPSOR\HG LQGLYLGXDOV ZRXOG KDYH HDUQHG KLJKHU ZDJHV WKDQ HTXLYDOHQWO\

HGXFDWHG DQG VLPLODU LQGLYLGXDOV LQ HPSOR\HG RFFXSDWLRQV� VXJJHVWLQJ WKDW PRUH WDOHQWHG LQGLYLGXDOV

VHOI VHOHFW LQWR HQWUHSUHQHXULDO DFWLYLWLHV� 7KLV VXJJHVWV WKDW RXU ODERU DGMXVWPHQW IRU HQWUHSUHQHXUV�

ZKLFK LV EDVHG RQ HPSOR\HG KRXVHKROGV� PD\ EH WRR ORZ� ,I VR� WKLV ZLOO ELDV RXU SULYDWH HTXLW\

UHWXUQ HVWLPDWHV XSZDUG�

)RU VHOI�HPSOR\HG KRXVHKROGV ZKR GR UHSRUW D VDODU\� WKLV VDODU\ FRUUHVSRQGV WR EHWZHHQ ���

DQG ��� WLPHV WKH VDODU\ RXU UHJUHVVLRQ DSSURDFK ZRXOG VXJJHVW� 7KLV HLWKHU FRQnUPV WKH VHOHFWLRQ

LVVXHV HPSKDVL]HG E\ +DPLOWRQ ������ RU UHoHFWV H[FHVVLYH VDODULHV UHSRUWHG E\ VRPH HQWUHSUHQHXUV

IRU WD[ UHDVRQV� 7R UXOH RXW WKH ODWWHU� ZH FRPSDUH HQWUHSUHQHXULDO VDODULHV EHWZHHQ & FRUSRUDWLRQV

DQG RWKHU SULYDWH nUPV� 2QO\ IRU & FRUSRUDWLRQV GR HQWUHSUHQHXUV KDYH DQ LQFHQWLYH WR H[DJJHUDWH

VDODULHV WR VDYH WD[HV� )LQGLQJ QR WHQGHQF\ IRU WKH UDWLR RI DFWXDO WR UHJUHVVLRQ HVWLPDWHG VDODULHV

WR EH KLJKHU IRU & FRUSRUDWLRQV WKDQ IRU RWKHU nUP W\SHV� ZH FRQFOXGH WKDW WKH KLJK VDODULHV WDNHQ

E\ VRPH HQWUHSUHQHXUV PRUH OLNHO\ UHoHFW KLJKHU DELOLW\ UDWKHU WKDQ WD[ DYRLGDQFH�

8VLQJ WKH ODERU DGMXVWPHQWV IRU QRQ�UHSRUWLQJ KRXVHKROGV� ZH VXEWUDFW WKH HVWLPDWHG DQQXDO

ZDJH IURP HDUQLQJV DQG UHFRPSXWH UHWXUQV� 7KH ODERU DGMXVWHG UHWXUQV DUH UHSRUWHG LQ WKH VHFRQG

URZ RI 7DEOH ,,, 3DQHO $� $V WKH WDEOH VKRZV� WKH ODERU DGMXVWPHQW UHGXFHV WKH HVWLPDWHG UHWXUQV E\

DERXW ���� SHUFHQW SHU \HDU� LQGLFDWLQJ LWV LPSRUWDQFH LQ WKHVH FDOFXODWLRQV� :LWK WKLV DGMXVWPHQW�

UHWXUQV WR SULYDWH HTXLW\ DUH FRQVLGHUDEO\ VPDOOHU WKDQ WKRVH IRU SXEOLF HTXLW\�

��



%�� $FFRXQWLQJ IRU ,32V� )LUP %LUWKV� 'HDWKV� DQG 0HUJHUV DQG $FTXLVLWLRQV

7KH FRPSXWDWLRQV DERYH DUH FRQGXFWHG DVVXPLQJ WKDW WKH FRPSRVLWLRQ RI nUPV LQ WKH 6&) LV WKH

VDPH DW WKH EHJLQQLQJ RI HDFK WKUHH \HDU VXUYH\ SHULRG DV LW LV DW WKH HQG� :KLOH WKH 6&) HPSOR\V WKH

VDPH VDPSOLQJ SURFHGXUH DQG TXHVWLRQV IRU HDFK RI WKH VXUYH\V ZH FRQVLGHU� ZKLFK VKRXOG JHQHUDWH

D UHSUHVHQWDWLYH VDPSOH� WKHUH ZLOO EH VDPSOH FRPSRVLWLRQ GLmHUHQFHV EHWZHHQ VXUYH\ \HDUV WKDW

PD\ GLVWRUW WKH UHWXUQ HVWLPDWHV IRU VHYHUDO UHDVRQV�

)LUVW� LI D nUP JRHV SXEOLF EHWZHHQ WKH WZR VXUYH\V� WKHQ LW ZLOO QR ORQJHU EH FRQWDLQHG LQ WKH HQG

RI SHULRG nJXUHV IRU SULYDWH HTXLW\� 6LQFH ,32V DUH JHQHUDOO\ WKH PRVW VXFFHVVIXO SULYDWH FRPSDQLHV�

WKLV PD\ XQGHUVWDWH WKH UHWXUQV WR SULYDWH HTXLW\� 7R WDNH WKLV LQWR DFFRXQW� ZH GRFXPHQW WKH YDOXH

RI DOO LQLWLDO SXEOLF RmHULQJV RYHU WKH WKUHH \HDUV EHWZHHQ VXUYH\V��� $V DQ XSSHU ERXQG RQ WKH

LQoXHQFH RI ,32V� ZH DVVXPH WKDW SULYDWH HTXLW\ KROGHUV UHFHLYH WKH HQWLUH SURFHHGV RI DOO LQLWLDO

RmHULQJV� 7KH HmHFW RI ,32V LV UDWKHU VPDOO� LQFUHDVLQJ DYHUDJH UHWXUQV E\ RQO\ DERXW �� EDVLV

SRLQWV SHU \HDU�

$QRWKHU SRVVLEOH GLVWRUWLRQ RI WKH FRPSRVLWLRQ RI nUPV WKDW FRPSULVH WKH EHJLQQLQJ DQG HQG

RI SHULRG SULYDWH HTXLW\ YDOXHV RFFXUV ZKHQ QHZ SULYDWH nUPV DUH ERUQ EHWZHHQ WKH WZR VXUYH\

\HDUV� 6LQFH HQG RI SHULRG nJXUHV FRQWDLQ nUPV FUHDWHG DIWHU WKH SUHYLRXV VXUYH\� WKH HQG RI SHULRG

YDOXHV DUH QRW IXOO\ FRPSDUDEOH WR WKH EHJLQQLQJ RI SHULRG QXPEHUV� 7R WDNH WKLV LQWR DFFRXQW� ZH

UHFRPSXWH UHWXUQV E\ GURSSLQJ nUPV DW WKH HQG RI WKH SHULRG WKDW ZHUH IRXQGHG �EXW QRW WKRVH

WKDW ZHUH ERXJKW�LQKHULWHG� OHVV WKDQ WKUHH \HDUV DJR� 7KLV LV GRQH IRU WKH HDUQLQJV HVWLPDWHV DV

ZHOO� %HFDXVH ZH H[DPLQH WKH HQG RI SHULRG WRWDO PDUNHW YDOXH RI DOO SULYDWH HTXLW\� DFFRXQWLQJ

IRU QHZ nUP ELUWKV ZLOO QRW DOORZ nUPV WKDW IDLO GXULQJ WKH WKUHH \HDUV WR EH ?UHSODFHG� E\ QHZ

SULYDWH nUPV� &RQVHTXHQWO\� WKH UHWXUQV GURS E\ � WR � SHUFHQW SHU \HDU� LQGLFDWLQJ WKH LPSRUWDQFH

RI DFFRXQWLQJ IRU WKLV HmHFW�

+RZHYHU� D GLVWRUWLRQ LQ WKH FRPSRVLWLRQ RI EHJLQQLQJ DQG HQG RI SHULRG SULYDWH HTXLW\ VDP�

SOHV WKDW ZLOO LQFUHDVH UHWXUQV FRQFHUQV PHUJHU DQG DFTXLVLWLRQ DFWLYLW\ EHWZHHQ WKH VXUYH\ \HDUV�

6SHFLnFDOO\� ZKHQ D SULYDWH nUP LV ERXJKW RXW E\ D SXEOLF FRPSDQ\ EHWZHHQ VXUYH\V� WKH YDOXH RI

WKDW SULYDWH nUP ZLOO QR ORQJHU EH FRQWDLQHG LQ WKH HQG RI SHULRG SULYDWH HTXLW\ YDOXH� 7KLV ZLOO

XQGHUVWDWH UHWXUQV� ,I D SULYDWH nUP LV SXUFKDVHG RU PHUJHG E\ DQRWKHU SULYDWH nUP� KRZHYHU� RXU

FDOFXODWLRQV ZLOO WDNH LW LQWR DFFRXQW� 7KHUHIRUH� ZH QHHG WR GHWHUPLQH WKH H[WHQW WR ZKLFK SULYDWH

nUPV DUH DFTXLUHG E\ SXEOLF FRPSDQLHV� DQG DGG EDFN WKLV FRPSRQHQW WR SULYDWH HTXLW\ YDOXHV�

,Q RUGHU WR GR VR� ZH H[DPLQH WKH WRWDO GROODU DPRXQW DQG QXPEHU RI WUDQVDFWLRQV RI PHUJHU DQG

��:H WKDQN -D\ 5LWWHU IRU SURYLGLQJ WKH ,32 GDWD�

��



DFTXLVLWLRQ DFWLYLW\ LQ WKH SULYDWH DQG SXEOLF PDUNHW XVLQJ GDWD IURP 6HFXULWLHV 'DWD &RUSRUDWLRQ

�6'&� RYHU WKH SHULRG ���� WR ����� 6'& UHFRUGV ZKHWKHU WKH DFTXLUHU DQG WDUJHW LV D SULYDWH RU

SXEOLF nUP� 7DEOH ,9 UHSRUWV WKH WRWDO GROODU DPRXQW LQ PLOOLRQV DQG WRWDO QXPEHU RI WUDQVDFWLRQV

LQYROYLQJ SXEOLF nUP DFTXLVLWLRQV RI SULYDWH nUPV� SULYDWH nUP DFTXLVLWLRQV RI RWKHU SULYDWH nUPV�

SXEOLF DFTXLVLWLRQV RI SULYDWH nUPV� DQG WKH VXP RI WKHVH WKUHH FDWHJRULHV� $OVR UHSRUWHG DUH WKH

QXPEHU RI GHDOV ZLWK DYDLODEOH SULFH LQIRUPDWLRQ� 6LQFH WKH WRWDO YDOXH UHSRUWHG RQO\ SHUWDLQV WR

WKRVH GHDOV ZLWK SULFH LQIRUPDWLRQ� ZH DOVR UHSRUW D VFDOHG GROODU YDOXH RI WUDQVDFWLRQ YROXPH E\

DVVXPLQJ WKH PLVVLQJ DFTXLVLWLRQV WUDQVDFWHG IRU WKH DYHUDJH YDOXH� 7KLV VFDOHG YDOXH LV UHSRUWHG

IRU HDFK \HDU LQ 7DEOH ,9� 6LQFH GHDOV FRQWDLQLQJ SULFH LQIRUPDWLRQ DUH OLNHO\ WR EH WKH ODUJHVW

WUDQVDFWLRQV� HPSOR\LQJ WKH DYHUDJH YDOXH IRU WKH PLVVLQJ REVHUYDWLRQV ZLOO LQFUHDVH WKH LPSDFW RI

SXEOLF DFTXLVLWLRQV RI SULYDWH FRPSDQLHV� RYHUVWDWLQJ RXU SULYDWH HTXLW\ UHWXUQ HVWLPDWHV�

7DEOH ,9 UHSRUWV WKDW WKH GROODU YROXPH RI SXEOLF DFTXLVLWLRQV RI SULYDWH nUPV UDQJHV IURP D

KLJK RI ��� ELOOLRQ LQ ���� WR OHVV WKDQ �� ELOOLRQ LQ ����� $V LQGLFDWHG LQ 7DEOH ,9� WKH IUDFWLRQ RI

PLVVLQJ SULFH nUPV LV ODUJH IRU WKHVH DFTXLVLWLRQV� VR WKH VFDOHG YDOXHV DUH PXFK KLJKHU DFURVV WKH

\HDUV� :H DGG WKH VFDOHG YDOXHV RI SULYDWH nUPV DFTXLUHG E\ SXEOLF FRPSDQLHV EHWZHHQ VXUYH\ \HDUV

WR WKH HQG RI SHULRG WRWDO YDOXH IRU SULYDWH HTXLW\� 7KLV DVVLJQV WKH UHWXUQ IURP EHLQJ DFTXLUHG WR

WKH LQLWLDO SULYDWH HTXLW\ RZQHUV� $V LQGLFDWHG LQ WKH nIWK URZ RI 3DQHO $ RI 7DEOH ,,,� DFFRXQWLQJ

IRU PHUJHUV DQG DFTXLVLWLRQV DGGV DQ DGGLWLRQDO �� EDVLV SRLQWV SHU \HDU WR SULYDWH HTXLW\ UHWXUQV

RYHU WKH ���� WR ���� SHULRG� DERXW � SHUFHQW SHU \HDU IURP ���� WR ����� DQG DOPRVW ��� SHUFHQW

SHU \HDU IURP ���� WR ����� +HQFH� PHUJHUV DQG DFTXLVLWLRQV FRQWULEXWH VXEVWDQWLDOO\ WR UHWXUQV�

+RZHYHU� HYHQ WKHVH DGMXVWHG UHWXUQV DUH VWLOO VXEVWDQWLDOO\ EHORZ WKH UHWXUQV RQ SXEOLF HTXLW\ IRU

WKH ���� WR ���� DQG ���� WR ���� SHULRGV DQG VLPLODU IRU ���� WR �����

%�� 5HWDLQHG (DUQLQJV 6HQVLWLYLW\

:H KDYH WKXV IDU DVVXPHG UHWDLQHG HDUQLQJV IRU 6 FRUSRUDWLRQV� SURSULHWRUVKLSV� DQG SDUWQHUVKLSV

DUH �� SHUFHQW RI DIWHU WD[ HDUQLQJV� +RZHYHU� WKLV DVVXPHV WKDW DOO VXFK nUPV DUH UHLQYHVWLQJ VRPH

SRUWLRQ RI HDUQLQJV DQG JURZLQJ� )RU UREXVWQHVV� DQG DV DQ RYHUHVWLPDWH RI WKH UHWXUQV WR SULYDWH

HTXLW\� ZH DVVXPH WKDW WKHVH nUPV GR QRW UHWDLQ DQ\ HDUQLQJV� 7KLV LV DQ H[WUHPH DVVXPSWLRQ VLQFH

LW LPSOLHV WKDW DFWXDO UHWDLQHG HDUQLQJV IRU DOO 6 FRUSRUDWLRQV� SURSULHWRUVKLSV� DQG SDUWQHUVKLSV

ZLOO EH GRXEOH FRXQWHG DV ERWK D GLYLGHQG DQG FDSLWDO JDLQ WR HQWUHSUHQHXUV� 1HYHUWKHOHVV� 7DEOH

,,, UHSRUWV WKDW SULYDWH HTXLW\ UHWXUQV DUH VWLOO EHORZ WKRVH RI WKH SXEOLF PDUNHW LQ � RI WKH � WLPH

SHULRGV�

��



%�� 7D[ (YDVLRQ

$QRWKHU SRVVLEOH EHQHnW RI RZQLQJ D SULYDWH nUP LV WKDW WD[ HYDVLRQ PD\ EH HDVLHU� 7KLV UHIHUV

WR ERWK RYHUVWDWHG H[SHQVHV DQG XQGHUVWDWHG LQFRPH RI SULYDWH nUPV� UHVXOWLQJ LQ DUWLnFLDOO\ ORZ

UHWXUQV� ,I WKLV LV WKH FDVH� WKHQ ZH VKRXOG LQFRUSRUDWH WKH SURnWV IURP WD[ HYDVLRQ LQWR RXU

FDOFXODWLRQV� 6LQFH WKH 6&) LV EDVHG RQ LQWHUYLHZV DQG QRW WD[ UHWXUQV� LW LV QRW FOHDU ZKHWKHU

UHVSRQGHQWV UHSRUW WKHLU WUXH SURnWV RU WKH SURnWV DV VWDWHG RQ WKHLU WD[ IRUPV� ,I WKH\ UHSRUW

WKH ODWWHU� WKH SURnW QXPEHUV PXVW EH DGMXVWHG IRU WD[ HYDVLRQ DQG WD[ XQGHUUHSRUWLQJ LQ RUGHU WR

HVWLPDWH WKH WUXH SURnWV DQG WKXV WKH WUXH UHWXUQV WR SULYDWH HTXLW\�

/LWWOH LV NQRZQ DERXW WKH DPRXQW RI WD[ HYDVLRQ LQ 8�6� FRPSDQLHV� 7KH PDLQ VRXUFH RI LQ�

IRUPDWLRQ LV GHULYHG IURP VWXGLHV SHUIRUPHG E\ WKH ,56 XQGHU WKH 7D[ &RPSOLDQFH 0HDVXUHPHQW

3URJUDP �7&03���� )RU RXU SXUSRVHV ZH DUH LQWHUHVWHG LQ FRPSXWLQJ WKH WUXH SURnWV RI SURSUL�

HWRUVKLSV� SDUWQHUVKLSV� 6 FRUSRUDWLRQV� DQG & FRUSRUDWLRQV� )RU SURSULHWRUVKLSV ZH XVH WKH 7&03

UHVXOWV IRU WKH FDWHJRU\ C2WKHU 6ROH 3URSULHWRUVKLS
 ZKLFK UHIHUV WR QRQIDUP VROH SURSULHWRUV ZLWK WKH

H[FHSWLRQ RI LQIRUPDO VXSSOLHUV �EDE\ VLWWHUV� VWUHHW YHQGRUV� HWF��� )RU SDUWQHUVKLSV DQG 6 FRUSR�

UDWLRQV ZH XVH WKH VDPH QXPEHUV DV IRU SURSULHWRUVKLSV GXH WR ODUJH oXFWXDWLRQV LQ WD[ FRPSOLDQFH

UDWHV DFURVV VXUYH\V IRU WKHVH FDWHJRULHV� (YHQ IRU WKH SURSULHWRUVKLSV� WKH FRPSOLDQFH UDWHV YDU\

TXLWH VXEVWDQWLDOO\ DFURVV 7&03 \HDUV� 8VLQJ ,56 UHFRPPHQGHG LQFUHDVHV LQ WD[DEOH SURSULHWRU

LQFRPH� WKH UDWLR RI UHFRPPHQGHG WR WD[ SD\HU UHSRUWHG LQFRPH LV ����� IRU ����� ����� IRU �����

����� IRU ����� DQG ����� IRU ����� :H HPSOR\ WKH ���� YDOXH WR VFDOH XS HDUQLQJV VLQFH LW LV LQ WKH

PLGGOH RI WKH UDQJH� 1RW DOO UHFRPPHQGHG LQFRPH LQFUHDVHV KROG XS DIWHU DSSHDOV E\ WD[ SD\HUV�

KRZHYHU� C$VVHVVHG
 LQFRPH DQG WD[ FKDQJHV WDNH WKLV LQWR DFFRXQW� )RU ����� WKH UDWLR RI DVVHVVHG

WR WD[ SD\HU UHSRUWHG LQFRPH LV ����� IRU SURSULHWRUVKLSV� )RU ODUJH & FRUSRUDWLRQV �DVVHWV JUHDWHU

WKDQ ��� PLOOLRQ ZLWK QR GLVWLQFWLRQ EHWZHHQ SXEOLF DQG SULYDWH & FRUSRUDWLRQV�� WKH ,56 GRHV QRW

UHSRUW WKH UHFRPPHQGHG DQG DVVHVVHG FKDQJHV LQ LQFRPH� RQO\ WKH FKDQJHV LQ WD[HV� 7KH UHVXOWV

EDVHG RQ DXGLW \LHOGV LPSO\ UHFRPPHQGHG GROODU WD[ LQFUHDVHV RI ���� SHUFHQW XVLQJ ���� GDWD� $V�

VHVVHG WD[ LQFUHDVHV DPRXQW WR ���� SHUFHQW� :LWK SURJUHVVLYH WD[HV WKH XQGHUO\LQJ LQFRPH FKDQJHV

��)RU HDFK RI WKH \HDUV ����� ����� ����� DQG ���� D VDPSOH RI DERXW ������ WD[ nOHUV ZDV VXEMHFWHG WR H[WHQVLYH
DXGLWV� �7KLV SURJUDP KDV VLQFH EHHQ GLVFRQWLQXHG�� 7KHVH DXGLWV GLmHUHG IURP UHJXODU ,56 DXGLWV LQ WKDW RQO\
H[SHULHQFHG ,56 H[DPLQHUV ZHUH XVHG� DQG LQ WKDW H[DPLQHUV UHYLHZHG HDFK LWHP RQ WKH UHWXUQ OLQH E\ OLQH� 7KH
7&03 VWXGLHV LQFOXGH LQIRUPDWLRQ DERXW DOO FRPSRQHQWV RI LQFRPH� LQFOXGLQJ LQFRPH IURP SURSULHWRUVKLSV DQG
SDUWQHUVKLSV� ZLWK 6 FRUSRUDWLRQV LQFOXGHG LQ WKH SDUWQHUVKLS FDWHJRU\ DV IDU DV ZH ZHUH DEOH WR GHWHUPLQH� 7KHVH
VWXGLHV ZHUH VXSSOHPHQWHG E\ VHSDUDWH VWXGLHV RI VPDOO FRUSRUDWLRQ LQFRPH WD[ UHWXUQV IRU ���� DQG ����� )RU ODUJH
FRUSRUDWLRQV� UHJXODU DXGLW \LHOGV ZHUH H[WUDSRODWHG E\ WKH ,56 EDVHG RQ D UHJUHVVLRQ XVLQJ DYHUDJHV RI GDWD IRU �����
����� DQG ���� WR FRPSXWH ZKDW DXGLW \LHOGV ZRXOG KDYH EHHQ KDG DOO ODUJH FRUSRUDWLRQV EHHQ DXGLWHG� 7KH UHVXOWV
RI DOO RI WKHVH VWXGLHV DUH VXPPDUL]HG LQ ,56 �������

��



ZLOO EH VPDOOHU� +HQFH� D WD[ HYDVLRQ DGMXVWPHQW XVLQJ WKH WD[ LQFUHDVHV IRU WKHVH FRPSDQLHV ZLOO

EH ODUJHU WKDQ WKH DGMXVWPHQW EDVHG RQ LQFRPH LQFUHDVHV �KDG WKH\ EHHQ DYDLODEOH��

:H UHSRUW SULYDWH HTXLW\ UHWXUQV XVLQJ ERWK UHFRPPHQGHG DQG DVVHVVHG WD[ LQFUHDVHV WR SULYDWH

nUP SURnWV LQ 7DEOH ,,,� 7KH UHFRPPHQGHG DQG DVVHVVHG WD[ HYDVLRQ DGMXVWPHQWV LQFUHDVH UHWXUQV

E\ EHWZHHQ ��� DQG � SHUFHQW SHU \HDU� LQGLFDWLQJ WKHLU LPSRUWDQFH �FRPSDUH OLQH � DQG � LQ 7DEOH ,,,

WR OLQH ��� ,Q DGGLWLRQ� WKH ,56 HPSOR\V CPXOWLSOLHUV
 ZKLFK VFDOH XS WKH DGGLWLRQDO LQFRPH GHWHFWHG

LQ 7&03 DXGLWV IRU SURSULHWRUVKLSV� SDUWQHUVKLSV� DQG 6 FRUSRUDWLRQV E\ YDULRXV IDFWRUV WR DFFRXQW

IRU WKH IDFW WKDW QRW DOO XQUHSRUWHG LQFRPH FDQ EH IRXQG DW DQ DXGLW� 7KHVH PXOWLSOLHUV VHHP WR EH

EDVHG RQ YHU\ OLWWOH LQIRUPDWLRQ DQG RQH PD\ VXVSHFW WKDW WKH ,56 KDV DQ LQFHQWLYH WR H[DJJHUDWH

WKH PXOWLSOLHUV WR LQFUHDVH WKH IXQGLQJ WKH\ UHFHLYH IRU DXGLWV� (PSOR\LQJ WKH PXOWLSOLHUV� ZKLFK

LQFUHDVHV UHWXUQV E\ DQ DGGLWLRQDO � WR � SHUFHQW SHU \HDU� OHDGV WR SULYDWH HTXLW\ UHWXUQV WKDW DUH

KLJKHU WKDQ WKH SXEOLF HTXLW\ UHWXUQV E\ EHWZHHQ ��� DQG ��� SHUFHQWDJH SRLQWV��� :H UHLWHUDWH

WKDW LW LV QRW FOHDU WKDW D WD[ HYDVLRQ DGMXVWPHQW QHHGV WR EH PDGH WR WKH 6&) QXPEHUV� VLQFH

UHVSRQGHQWV DUH DQRQ\PRXV� WKHLU UHVSRQVHV DUH QRW VXEMHFW WR WD[ VFUXWLQ\� DQG nJXUHV DUH QRW

EDVHG RQ WD[ UHWXUQV� 2I FRXUVH� WKHUH DUH nUPV VHW XS OHJDOO\ DV WD[ VKHOWHUV VXFK DV UHDO HVWDWH

YHQWXUHV� 7R WKH H[WHQW WKHVH nUPV UHSRUW ORZ HDUQLQJV DQG WKH 7&03 QXPEHUV GR QRW VXpFLHQWO\

DGG EDFN WKLV FRPSRQHQW� WKH UHWXUQV RQ WKHVH nUPV PD\ EH ORZ� +RZHYHU� HYHQ LI WKLV LV WKH FDVH�

WKHVH nUPV FRPSULVH RQO\ D VPDOO IUDFWLRQ RI RXU VDPSOH� ,Q DGGLWLRQ� ZH KDYH UHPRYHG UHDO HVWDWH

nUPV IURP RXU FDOFXODWLRQV DQG IRXQG OLWWOH LPSDFW RQ UHWXUQV� 7KLV VXJJHVWV VXFK nUPV DUH QRW

PDWHULDOO\ DmHFWLQJ RXU UHVXOWV�

%�� )LUP *URZWK

)LQDOO\� WKH UHWXUQV WR SULYDWH HTXLW\ ZH KDYH GRFXPHQWHG SHUWDLQ WR DOO nUPV QRW KHOG SXEOLFO\�

7KHVH LQFOXGH nUPV XOWLPDWHO\ VHHNLQJ D SXEOLF RmHULQJ RU WDNHRYHU �L�H�� SODQQLQJ WR JURZ DQG

H[SDQG� DV ZHOO DV nUPV QRW VHHNLQJ JURZWK VXFK DV ?PRP DQG SRS� VWRUHV� JDV VWDWLRQV� DQG

HQWLWLHV VHW XS IRU WD[ DQG RWKHU SXUSRVHV� %HLQJ LQWHUHVWHG LQ WKH WRWDO UHWXUQV WR DOO SULYDWH

HTXLW\� ZH GLG QRW GLVWLQJXLVK EHWZHHQ WKHVH� +RZHYHU� WKHUH PD\ EH LPSRUWDQW UHWXUQ GLmHUHQFHV

EHWZHHQ WKHVH WZR W\SHV RI nUPV� ,I WKH ORZ UHWXUQV ZH GRFXPHQW DUH GULYHQ SULPDULO\ E\ JDV

VWDWLRQV� YHQGRUV� RU SULYDWH FRPSDQLHV VHW XS DV WD[ VKLHOGV� IRU LQVWDQFH� WKHQ WKH UHWXUQV WR CWUXH


HQWUHSUHQHXULDO DFWLYLW\ �DV FRQYHQWLRQDOO\ WKRXJKW RI� PD\ EH PXFK KLJKHU� 7KHUHIRUH� WR DVVHVV

WKH PRWLYHV IRU HQWUHSUHQHXUVKLS� ZH DWWHPSW WR GLVWLQJXLVK EHWZHHQ WKHVH�

��7KH PXOWLSOLHU IRU & FRUSRUDWLRQV LV VLPSO\ �� UHVXOWLQJ LQ D ����� WD[ DGMXVWPHQW� ZKLOH WKH PXOWLSOLHU IRU
SURSULHWRUVKLSV� SDUWQHUVKLSV� DQG 6 FRUSRUDWLRQV UHVXOWV LQ D ����� DGMXVWPHQW�

��



6HSDUDWLQJ RXW ?JURZLQJ� nUPV IURP RWKHU nUPV LV D GLpFXOW WDVN� $ GLVWLQJXLVKLQJ FKDUDF�

WHULVWLFV PD\ EH WKH LQGXVWU\ RU OLQH RI EXVLQHVV LQ ZKLFK WKH nUP RSHUDWHV� 'XH WR WKH VFDUFLW\

RI nUPV LQ HDFK LQGXVWU\ FDWHJRU\ FODVVLnHG E\ WKH 6&)� ZH DWWHPSW WR LGHQWLI\ RQO\ WZR W\SHV RI

nUPV� JURZWK DQG QRQ�JURZWK� 1RQ�JURZWK nUPV DUH EURDGO\ FDWHJRUL]HG DV IDUPV� FRQWUDFWRUV�

JDV VWDWLRQV� UHDO HVWDWH DQG RLO YHQWXUHV� SURIHVVLRQDO DQG HQWHUWDLQPHQW VHUYLFHV� IRRG DQG OLTXRU

VWRUHV� DQG EHDXW\ VKRSV� 7KH PDLQ FDWHJRULHV DPRQJ JURZWK nUPV DUH PDQXIDFWXULQJ� DGYHUWLVLQJ�

FRPSXWHU SURJUDPPLQJ� DQG nQDQFLDO VHUYLFHV nUPV� :H IRXQG WKDW JURZWK nUPV GR QRW VLJQLn�

FDQWO\ RXWSHUIRUP QRQ�JURZWK nUPV� DQG QHLWKHU FRQVLVWHQWO\ RXWSHUIRUPV WKH EURDG LQGH[ RI SXEOLF

HTXLW\� +HQFH� WKH UHWXUQV WR SULYDWH HTXLW\ DSSHDU QR KLJKHU HYHQ ZKHQ IRFXVLQJ RQ SDUWLFXODU

VHJPHQWV RI SULYDWH nUPV���

$FFXPXODWLQJ DOO RI WKH UHWXUQ HVWLPDWHV XQGHU WKH YDULHW\ RI DVVXPSWLRQV� WKH UHWXUQV WR SULYDWH

HTXLW\ DUH JHQHUDOO\ ORZHU WKDQ WKRVH RI SXEOLF HTXLW\ IURP ���� WR ���� DQG ���� WR ���� DQG KLJKHU

IURP ���� WR �����

&� 7KH 5REXVWQHVV RI WKH 5HWXUQ (VWLPDWHV

%HIRUH H[SORULQJ WKH ULVNV RI SULYDWH HTXLW\ LQYHVWPHQW� ZH H[DPLQH WKH UREXVWQHVV RI RXU UHWXUQ

HVWLPDWHV� :H nUVW FRQVLGHU SRVVLEOH UHSRUWLQJ ELDVHV LQ WKH 6&) DQG ZKHWKHU WKHVH FRXOG GLVWRUW

RXU UHWXUQ HVWLPDWHV� :H WKHQ DQDO\]H SULYDWH HTXLW\ UHWXUQV XVLQJ DQRWKHU GDWD VRXUFH �WKH ))$��

)LQDOO\� ZH HYDOXDWH DFWXDO UHSRUWHG UHWXUQV IURP SULYDWH HTXLW\ IXQGV�

&�� 5HSRUWLQJ %LDVHV"

7KH LPSXWDWLRQV DQG ZHLJKWV LQ WKH 6&) DUH GHVLJQHG WR DJJUHJDWH WKH VXUYH\ nJXUHV WR UHSUHVHQW

WKH WUXH SRSXODWLRQ RI LQYHVWPHQW E\ KRXVHKROGV� 7KURXJKRXW RXU FRPSXWDWLRQV� ZH DVVXPH WKDW

WKHVH nJXUHV GR LQ IDFW UHSUHVHQW WKH DJJUHJDWH ZHDOWK DQG LQYHVWPHQW LQ WKH 8�6� HFRQRP\�

6LQFH RXU UHWXUQ HVWLPDWHV DUH GHULYHG IURP WKH 6&)� ZKLFK FRQWDLQV PDUNHW YDOXHV DQG HDUQLQJV

nJXUHV SURYLGHG E\ WKH KRXVHKROGV WKHPVHOYHV� RQH ZRQGHUV ZKHWKHU UHSRUWLQJ ELDVHV DUH DmHFWLQJ

RXU UHVXOWV� )RU LQVWDQFH� ZHDOWKLHU KRXVHKROGV DUH OHVV OLNHO\ WR UHVSRQG WR WKH VXUYH\� UHVXOWLQJ LQ

D SRVVLEOH VDPSOH VHOHFWLRQ LVVXH� +RZHYHU� WKH 6&) H[SOLFLWO\ RYHUVDPSOHV ZHDOWK\ KRXVHKROGV DQG

DGMXVWV WKHLU ZHLJKWV DQG LPSXWDWLRQV LQ RUGHU WR DFFRXQW IRU WKLV HmHFW� 0RUHRYHU� RQH ZRQGHUV

ZKDW D KRXVHKROG
V LQFHQWLYH WR UHVSRQG WR WKH VXUYH\ LV� DQG ZKHWKHU WKLV UHVXOWV LQ UHSRUWLQJ

��$Q HDUOLHU DWWHPSW DW FRPSXWLQJ UHWXUQV E\ LQGXVWU\ UHVXOWHG LQ SULYDWH HTXLW\ UHWXUQV WKDW ZHUH QRW FRQVLVWHQWO\
KLJKHU WKDQ SXEOLF HTXLW\ UHWXUQV IRU DQ\ RI WKH LQGXVWULHV� 7KH ODFN RI FRQVLVWHQWO\ H[WUHPH �SRVLWLYH RU QHJDWLYH�
SHUIRUPDQFH DPRQJ DQ\ RI WKH LQGXVWULHV UHODWLYH WR WKH SXEOLF PDUNHW LQGLFDWHV RXU UHWXUQ HVWLPDWHV DUH QRW GULYHQ
E\ D SDUWLFXODU LQGXVWU\� 7KHVH UHVXOWV DUH DYDLODEOH XSRQ UHTXHVW�

��



ELDVHV" :KLOH LW LV GLpFXOW WR DVVHVV UHVSRQGHQW LQFHQWLYHV� WKH 6&) LV FRQVLGHUHG TXLWH DFFXUDWH

DQG UHODWLYHO\ IUHH RI ELDVHV �VHH $YHU\� (OOLHKDXVHQ� DQG .HQQLFNHO ������� .HQQLFNHO DQG 6WDUU�

0F&OXHU ������� .HQQLFNHO� 6WDUU�0F&OXHU� DQG 6XQGHQ ������� DQG .HQQLFNHO� 6WDUU�0F&OXHU� DQG

6XUHWWH ������ IRU D GLVFXVVLRQ RI WKH VXUYH\ DQG ZHLJKWLQJ VFKHPHV� DV ZHOO DV WKH 6&) FRGHERRN��

,Q DGGLWLRQ� ZH HPSOR\ DQRWKHU GDWD VHW RI SULYDWH HTXLW\ nJXUHV IURP WKH ))$ WKDW DUH QRW REWDLQHG

IURP KRXVHKROG VXUYH\V DQG nQG UHWXUQV ORZHU WKDQ WKRVH RI WKH 6&)� 7KXV� SRWHQWLDO UHSRUWLQJ

ELDVHV DUH XQOLNHO\ WR H[SODLQ RXU UHVXOWV�

$V D ZD\ RI GHWHUPLQLQJ ZKHWKHU WKHUH LV DQ\ JHQHUDO UHSRUWLQJ ELDV LQ WKH 6&) HTXLW\ QXPEHUV�

ZH XVH WKH 6&) WR FRQVWUXFW SXEOLF HTXLW\ UHWXUQV� DQG WKHQ FRPSDUH WKHP WR WKRVH IURP &563� 7KLV

FRPSDULVRQ SURYLGHV D WHVW RI KRZ DFFXUDWH WKH 6&) GDWD LV� QRW RQO\ IURP D KRXVHKROG UHSRUWLQJ

SHUVSHFWLYH� EXW DOVR ZKHQ DJJUHJDWLQJ GDWD XVLQJ WKH LPSXWDWLRQV DQG ZHLJKWV� $V 3DQHO % RI 7DEOH

,,, UHSRUWV� WKH SXEOLF HTXLW\ UHWXUQ QXPEHUV IURP WKH 6&) DUH � WR � SHUFHQW KLJKHU WKDQ WKH &563

UHWXUQV� 6LQFH WKH &563 GDWD LPSOLFLWO\ WDNHV LQWR DFFRXQW ,32V DQG PHUJHU DFWLYLW\ �L�H�� ZKHQ

SULYDWH nUPV SXUFKDVH SXEOLF nUPV�� EXW WKH 6&) GDWD PD\ QRW� ZH PDNH DQ DGMXVWPHQW IRU WKLV�

7KLV LQFUHDVHV WKH UHWXUQ HVWLPDWHV IXUWKHU �E\ DERXW � WR � SHUFHQWDJH SRLQWV���� &RPSDULQJ WKH

6&) SXEOLF HTXLW\ UHWXUQV ZLWK WKRVH RI &563� WKH 6&) QXPEHUV DUH FRQVLVWHQWO\ KLJKHU� 7KXV� LI

WKHUH LV D UHSRUWLQJ RU ZHLJKWLQJ ELDV� LW VHHPV WR UXQ LQ WKH ZURQJ GLUHFWLRQ WR UHFRQFLOH RXU ORZ

SULYDWH HTXLW\ UHWXUQ QXPEHUV���

+RZHYHU� VLQFH SULFH LQIRUPDWLRQ LV PRUH UHDGLO\ DYDLODEOH LQ SXEOLF PDUNHWV� LW LV SRVVLEOH WKDW

UHSRUWLQJ GLVWRUWLRQV PD\ EH PRUH SUHYDOHQW LQ WKH SULYDWH HTXLW\ nJXUHV� ,Q RUGHU WR IXUWKHU

HYDOXDWH SRWHQWLDO UHSRUWLQJ ELDVHV LQ WKH 6&) ZH FDOFXODWH WKH FDSLWDO JDLQ RQ GHWDFKHG VLQJOH

IDPLO\ KRXVHV XVLQJ 6&) GDWD DQG FRPSDUH LW WR WKH FDSLWDO JDLQ RQ VXFK SURSHUWLHV EDVHG RQ GDWD

IURP WKH 2pFH RI )HGHUDO +RXVLQJ (QWHUSULVH 2YHUVLJKW �2)+(2�� 7KH WZR VHWV RI QXPEHUV GLmHU

LQ WKDW WKH 6&) QXPEHUV DUH EDVHG RQ KRXVHKROGV
 VHOI�UHSRUWHG HVWLPDWHV RI ZKDW WKH\ WKLQN WKH\

FRXOG VHOO WKHLU KRXVH IRU� ZKHUHDV WKH 2)+(2 QXPEHUV DUH EDVHG RQ DFWXDO KRXVH WUDQVDFWLRQV

GDWD IURP )UHGGLH 0DF DQG )DQQLH 0DH� :H IRFXV RQ VLQJOH IDPLO\ KRXVHV VLQFH ZH ZHUH RQO\ DEOH

WR REWDLQ FDSLWDO JDLQV GDWD IURP DQ DOWHUQDWLYH VRXUFH �2)+(2� IRU WKLV FDWHJRU\ RI KRPHV� 7KH

FRPSDULVRQ FDQ EH GRQH IRU WKH SHULRGV ���� WR ���� DQG ���� WR ���� VLQFH WKH ����� ����� DQG

��7R WKH H[WHQW &563 GRHV QRW FDSWXUH WDNHRYHUV RI SXEOLF nUPV E\ SULYDWH FRPSDQLHV LQ WKHLU GHOLVWLQJ nOH� ZH
DOVR UHSRUW &563 UHWXUQV ZLWK D WDNHRYHU DGMXVWPHQW DV ZHOO�

��,W VKRXOG EH QRWHG WKDW IRU VRPH DFFRXQW W\SHV LQ ZKLFK SXEOLF HTXLW\ LV KHOG� WKH 6&) RQO\ SURYLGHV FDWHJRULFDO
LQIRUPDWLRQ DERXW KROGLQJV� H�J� CPRVWO\ VWRFNV
� CPRVWO\ ERQGV
 RU CD FRPELQDWLRQ RI VWRFNV DQG ERQGV
� 7KLV E\
LWVHOI FRXOG OHDG WKH SXEOLF HTXLW\ UHWXUQV FDOFXODWHG XVLQJ WKH 6&) WR GLmHU D ELW IURP WKH &563 UHWXUQV� EXW VKRXOG
QRW FDXVH D V\VWHPDWLF ELDV�

��



���� 6&)V SURYLGH LQIRUPDWLRQ RQ WKH W\SH RI KRPH WKH UHVSRQGHQW KRXVHKROGV OLYH LQ� :H XVH

WKH 6&) ZHLJKWV WR FDOFXODWH WKH WRWDO YDOXH RI 8�6� GHWDFKHG VLQJOH IDPLO\ KRXVHV LQ HDFK RI WKHVH

\HDUV� DQG FDOFXODWH JHRPHWULF DYHUDJH DQQXDO FDSLWDO JDLQV RYHU WKH WKUHH \HDU SHULRGV LQ EHWZHHQ

VXUYH\V� 2QH DGMXVWPHQW WR WKH 6&) GDWD LV QHHGHG� 7KH YDOXH RI QHZ KRPHV VROG LQ EHWZHHQ VXUYH\

\HDUV HQWHU WKH FXUUHQW 6&) FDOFXODWLRQ LQ WKH VDPH ZD\ DV QHZ nUPV FUHDWHG EHWZHHQ VXUYH\ \HDUV

DmHFWHG WKH FDOFXODWLRQ RI WKH UHWXUQ WR SULYDWH HTXLW\� :H WKHUHIRUH VXEWUDFW DQ HVWLPDWH RI WKH

YDOXH RI QHZ VLQJOH IDPLO\ KRXVHV VROG EHWZHHQ VXUYH\ \HDUV IURP WKH HQG RI SHULRG 6&) YDOXH RI

VLQJOH IDPLO\ KRXVHV WR REWDLQ WKH FRUUHFW FDSLWDO JDLQ� 7KH HVWLPDWH RI WKH YDOXH RI QHZ VLQJOH

IDPLO\ KRXVHV LV REWDLQHG IURP WKH 8�6� %XUHDX RI WKH &HQVXV� 7KH FDSLWDO JDLQ IRU WKH SHULRG ����

WR ���� LV WKXV FDOFXODWHG DV ��6&) EDVHG ���� WRWDO YDOXH RI VLQJOH IDPLO\ KRXVHV b 8�6� %XUHDX

RI &HQVXV HVWLPDWH RI WKH YDOXH RI QHZ VLQJOH IDPLO\ KRXVHV VROG LQ ����� ����� DQG �������6&)

EDVHG ���� WRWDO YDOXH RI VLQJOH IDPLO\ KRXVHV���� ��� 6LPLODUO\ IRU WKH ���� WR ���� SHULRG�

7KH UHVXOWLQJ FDSLWDO JDLQV EDVHG RQ WKH 6&) DUH ���� SHUFHQW SHU \HDU IURP ���� WR ���� DQG

���� SHUFHQW SHU \HDU IURP ���� WR ����� 7KLV LV FRPSDUHG WR WKH HVWLPDWHV EDVHG RQ 2)+(2 GDWD

RI ���� SHUFHQW SHU \HDU IURP ���� WR ���� DQG ���� SHUFHQW SHU \HDU IURP ���� WR ����� 7KH 6&)

QXPEHUV DUH D ELW KLJKHU� 7KLV LV FRPIRUWLQJ IRU RXU SUHYLRXV FDOFXODWLRQV VLQFH LW VXJJHVWV WKDW

XVLQJ KRXVHKROG VHOI�UHSRUWHG HVWLPDWHV RI WKH PDUNHW YDOXH RI WKHLU DVVHWV �H�J�� KRPHV RU SULYDWH

HTXLW\� LI DQ\WKLQJ OHDGV WR KLJKHU FDSLWDO JDLQ HVWLPDWHV WKDQ RWKHU VRXUFHV RYHU WKH SHULRG LQ

IRFXV���

$JDLQ� ZH DUH SULPDULO\ FRQFHUQHG ZLWK UHSRUWLQJ LVVXHV WKDW ZRXOG OHDG WR ORZ UHWXUQV� 2QH

SRVVLELOLW\ LV WKDW KRXVHKROGV VLPSO\ UHSRUW WKH ERRN YDOXH RI WKHLU SULYDWH HTXLW\ KROGLQJV LI WKH\

nQG LW GLpFXOW WR HVWLPDWH PDUNHW YDOXHV� 7KLV ZRXOG WHQG WR XQGHUVWDWH UHWXUQV LQ SHULRGV ZKHUH

WKH PDUNHW WR ERRN UDWLR LV LQFUHDVLQJ� +RZHYHU� LQ WKH ���� VXUYH\� ERWK PDUNHW DQG ERRN YDOXHV

DUH UHSRUWHG� 7KH DYHUDJH PDUNHW�WR�ERRN UDWLR IRU SURSULHWRUVKLSV DQG SDUWQHUVKLSV LV ���� DQG

IRU 6 DQG & FRUSRUDWLRQV LV ����� LQGLFDWLQJ WKDW KRXVHKROGV DUH GLVWLQJXLVKLQJ EHWZHHQ PDUNHW DQG

ERRN YDOXHV� )XUWKHUPRUH� WKH GLVSHUVLRQ RI KRXVHKROG PDUNHW�WR�ERRN UDWLRV LV VXEVWDQWLDO� 7KH

ORZHU TXDUWLOH RI UHSRUWHG PDUNHW�WR�ERRN UDWLRV IRU SURSULHWRUVKLSV DQG SDUWQHUVKLSV LV ����� ZKLOH

WKH PHGLDQ DQG XSSHU TXDUWLOH LV ���� DQG ����� UHVSHFWLYHO\� 7KH ORZHU TXDUWLOH� PHGLDQ� DQG XSSHU

TXDUWLOH IRU 6 DQG & FRUSRUDWLRQV LV �� ����� DQG ����� UHVSHFWLYHO\� 7KLV LQGLFDWHV WKDW WKH PDMRULW\

��,W LV SRVVLEOH WKDW WKH VHW RI KRXVHV WKDW WUDQVDFWHG DQG WKXV HQWHU WKH 2)+(2 FDOFXODWLRQ LV D QRQUDQGRP
VXEJURXS RI DOO VLQJOH IDPLO\ KRXVHV� )RU WKH 6&) FDSLWDO JDLQV WR EH D GRZQZDUG ELDVHG HVWLPDWH RI WKH FDSLWDO JDLQV
RQ WKH SRSXODWLRQ RI �WUDQVDFWHG DQG QRQ�WUDQVDFWHG� KRXVHV� WKH VHOHFWLRQ FRUUHFWLRQ WR WKH 2)+(2 GDWD ZRXOG QHHG
WR EH ODUJH� 7UDQVDFWHG KRXVHV ZRXOG QHHG WR KDYH KDG VXEVWDQWLDOO\ ORZHU FDSLWDO JDLQV WKDQ RWKHU KRXVHV ZKLFK
GRHV QRW VHHP OLNHO\�

��



RI KRXVHKROGV DUH QRW VLPSO\ UHSRUWLQJ ERRN YDOXHV�

$QRWKHU SRVVLELOLW\ LV WKDW KRXVHKROGV VLPSO\ UHSRUW YDOXHV WKDW ZRXOG EH FRQVLVWHQW ZLWK FRP�

SDUDEOH nUPV LQ WKH SXEOLF PDUNHW� E\ HPSOR\LQJ HDUQLQJV PXOWLSOHV IURP SXEOLF nUPV LQ VLPLODU

OLQHV RI EXVLQHVV WR HVWLPDWH PDUNHW YDOXH� 7KLV PD\ EH ZK\� IRU LQVWDQFH� WKH SULYDWH HTXLW\ UHWXUQV

ZH FDOFXODWH DUH VR FORVH WR WKH SXEOLF HTXLW\ UHWXUQV� DQG VHHP WR PRYH ZLWK WKH SXEOLF PDUNHW�

2I FRXUVH� HYHQ LI WKLV LV WKH FDVH� LI KRXVHKROGV YLHZ WKHLU UHWXUQV WR EH HTXLYDOHQW WR WKRVH LQ WKH

SXEOLF PDUNHW� WKLV ZRXOG QRW H[SODLQ ZK\ WKH\ ZLOOLQJO\ WDNH RQ PRUH ULVN E\ LQYHVWLQJ LQ SULYDWH

HTXLW\ IRU HVVHQWLDOO\ WKH VDPH UHWXUQ� +RZHYHU� DV LQGLFDWHG LQ 7DEOH ,,� WKH 3�( UDWLRV RI SULYDWH

nUPV DUH YHU\ GLmHUHQW WKDQ SXEOLF nUPV� 0RUHRYHU� WKH YDULDWLRQ LQ 3�( UDWLRV DFURVV KRXVHKROGV

LV ODUJH DV LOOXVWUDWHG E\ WKH HDUQLQJV UDWHV �(�3� LQ )LJXUH � �GLVFXVVHG EHORZ�� VXJJHVWLQJ WKDW

KRXVHKROGV DUH QRW V\VWHPDWLFDOO\ XVLQJ FRPSDUDEOH SXEOLF nUP PXOWLSOHV WR HVWLPDWH SULYDWH nUP

YDOXHV�

&�� $QRWKHU 'DWD 6RXUFH ^ WKH ))$

)RU IXUWKHU UREXVWQHVV� 7DEOH ,,, DOVR FRPSXWHV WKH UHWXUQ WR SULYDWH HTXLW\ XVLQJ GDWD IURP WKH )ORZ

RI )XQGV $FFRXQW� 7KH ))$ GRHV QRW UHO\ RQ VXUYH\ LQIRUPDWLRQ DQG LV WKHUHIRUH IUHH RI SRWHQWLDO

KRXVHKROG UHSRUWLQJ LVVXHV� 7KLV SURYLGHV DQ LQGHSHQGHQW WHVW RI RXU UHWXUQ HVWLPDWHV� 7KH ))$

PDUNHW HTXLW\ HVWLPDWH LV FDOFXODWHG DV GHVFULEHG LQ 6HFWLRQ ,,,�$� $FWXDO UHWDLQHG HDUQLQJV RI WKH

FRUSRUDWLRQV DUH UHSRUWHG LQ WKH ))$ IRU DOO FRUSRUDWLRQV� EXW QRW IRU RWKHU nUPV� +HQFH� ZH HPSOR\

WKH �� SHUFHQW UHWDLQHG HDUQLQJ DVVXPSWLRQ IRU QRQ�FRUSRUDWH nUPV DV ZH GLG SUHYLRXVO\�

3DQHO % OLQH �� UHSRUWV DQ DYHUDJH DQQXDO UHWXUQ RI ������ ������ DQG ����� SHUFHQW IRU WKH

WKUHH VXUYH\ SHULRGV� UHVSHFWLYHO\� ZLWKRXW DQ\ DGMXVWPHQWV PDGH� ,Q DGGLWLRQ� VXEWUDFWLQJ RXW

WKH DYHUDJH ODERU DGMXVWPHQW IURP WKH 6&) ����� SHUFHQW SHU \HDU� DQG XVLQJ ,32 GDWD WR DGMXVW

IRU SULYDWH FRPSDQLHV JRLQJ SXEOLF JHQHUDWHV UHWXUQV RI ����� ������ DQG ����� SHUFHQW SHU \HDU�

UHVSHFWLYHO\� 7KHVH QXPEHUV VKRXOG EH FRPSDUHG WR OLQH � LQ 3DQHO $ IURP WKH 6&)� $V WKH WZR

SDQHOV LQGLFDWH� WKH ))$ UHWXUQV DUH VOLJKWO\ ORZHU� :H EHOLHYH WKH 6&) GDWD WR EH PRUH UHOLDEOH

VLQFH LWV PHWKRGRORJ\ LV ZHOO�GRFXPHQWHG DQG QRW EDVHG Rm RI HVWDWH WD[ UHWXUQV �DV DUH WKH 6 DQG &

FRUSRUDWLRQV LQ WKH ))$�� %HDULQJ WKLV LQ PLQG� WKH ORZHU ))$ UHWXUQV FRXOG DOVR UHoHFW DQ XSZDUG

UHSRUWLQJ ELDV LQ WKH 6&) WKDW RYHUVWDWHV UHWXUQV� RU D SRVVLEO\ WRR JHQHURXV UHWDLQHG HDUQLQJV

DVVXPSWLRQ RQ RXU SDUW LQ WKH 6&) FDOFXODWLRQV� %RWK RI WKHVH VXJJHVW WKDW WKH 6&) UHWXUQV PD\

EH WRR KLJK� LI DQ\WKLQJ� ,Q VXP� ERWK GDWD VHWV SURYLGH HVWLPDWHV RI SULYDWH HTXLW\ UHWXUQV WKDW

DUH VLPLODU WR RU D ELW ORZHU WKDQ WKH UHWXUQ WR SXEOLF HTXLW\� 7KLV UHVXOW VHHPV WR EH UREXVW WR D

��



YDULHW\ RI VSHFLnFDWLRQV DQG DVVXPSWLRQV�

,Q DGGLWLRQ� WKH ))$ GDWD LV DYDLODEOH VLQFH ����� DOORZLQJ D FRPSDULVRQ RI SULYDWH DQG SXEOLF

HTXLW\ UHWXUQV RYHU D ORQJHU SHULRG� 7KH GUDZEDFN LV WKDW ZH GR QRW KDYH GDWD IRU nUP ELUWKV�

PHUJHUV DQG DFTXLVLWLRQV� DQG WD[ HYDVLRQ JRLQJ EDFN WKLV IDU �,32 GDWD DUH DYDLODEOH EDFN WR ������

+RZHYHU� VLQFH WKH 6&) FDOFXODWLRQV JLYH DQ LGHD RI WKH LPSRUWDQFH RI DGMXVWLQJ IRU WKHVH IDFWRUV�

SURYLGLQJ ))$ UHWXUQV IRU WKH ORQJHU SHULRG LV VWLOO LQIRUPDWLYH� /LQH �� RI 3DQHO % VKRZV DQ

�DULWKPHWLF� DYHUDJH ))$ UHWXUQ WR SULYDWH HTXLW\ RI ���� IRU WKH SHULRG ���� WR ������� 7KH RQO\

DGMXVWPHQW PDGH LV WKH ���� SHUFHQW VDODU\ DGMXVWPHQW EDVHG RQ RXU 6&) HVWLPDWHV� 7KLV LV WR EH

FRPSDUHG WR D SXEOLF HTXLW\ UHWXUQ RYHU WKH VDPH SHULRG RI ������ 2XU 6&) FDOFXODWLRQV VXJJHVW WKDW

DGMXVWLQJ IRU ,32V� nUP ELUWKV� PHUJHUV DQG DFTXLVLWLRQV DQG WD[ HYDVLRQ ZRXOG LQFUHDVH WKH ����

SHUFHQW QXPEHU E\ DERXW � SHUFHQW SHU \HDU WR DURXQG ���� SHUFHQW �FRPSDUH OLQH � DQG � RI SDQHO

$�� ,Q DGGLWLRQ� LW LV SRVVLEOH WKDW WKH XVH RI D PDUNHW WR ERRN UDWLR RI ���� IRU QRQFRUSRUDWH HTXLW\

�EDVHG RQ WKH ���� 6&)� LQ RXU ))$ FDOFXODWLRQV LV QRW UHSUHVHQWDWLYH RI WKH ORQJHU VDPSOH SHULRG

IURP ���� WR ����� $Q RYHUVWDWHG PDUNHW WR ERRN UDWLR ZRXOG ELDV GRZQZDUG RXU ))$ SULYDWH

HTXLW\ UHWXUQV� 7R DGGUHVV WKLV LVVXH� ZH ZHQW EDFN WR WKH ���� 6XUYH\ RI )LQDQFLDO &KDUDFWHULVWLFV

RI &RQVXPHUV �WKH SUHGHFHVVRU WR WKH 6&)� WR FDOFXODWH DQ HVWLPDWH RI WKH PDUNHW WR ERRN UDWLR

IRU SDUWQHUVKLSV DQG SURSULHWRUVKLSV �LQFOXGLQJ IDUPV� IRU ����� :H FDOFXODWH WKH PDUNHW WR ERRN

UDWLR IRU ���� DV WKH WRWDO PDUNHW YDOXH IRU KRXVHKROGV UHSRUWLQJ ERWK PDUNHW DQG ERRN YDOXHV RI

WKHLU RZQHUVKLS VKDUHV GLYLGHG E\ WKH WRWDO ERRN YDOXH IRU WKHVH� XVLQJ WKH VXUYH\ ZHLJKWV� 7KH

UHVXOWLQJ PDUNHW WR ERRN UDWLR ZDV ����� 8VLQJ WKLV IRU WKH HQWLUH SHULRG LQFUHDVHV WKH ))$ SULYDWH

HTXLW\ UHWXUQV E\ DQ DGGLWLRQDO ���� SHUFHQW SHU \HDU �FRPSDUH OLQH �� DQG ���� $GGLQJ WKLV WR

WKH ���� SHUFHQW LPSOLHV D UHWXUQ WR SULYDWH HTXLW\ RI ���� SHUFHQW� VLPLODU WR WKH &563 UHWXUQ

RI ����� SHUFHQW RYHU WKH VDPH SHULRG� :KLOH ZH UHFRJQL]H WKH XQFHUWDLQW\ DVVRFLDWHG ZLWK WKHVH

FDOFXODWLRQV� WKHVH nJXUHV DUH UHDVVXULQJ� FRQnUPLQJ RXU SUHYLRXV FRQFOXVLRQ WKDW WKH UHWXUQV WR

SULYDWH DQG SXEOLF HTXLW\ DUH VLPLODU� HYHQ RYHU WKH ORQJHU VDPSOH SHULRG ���� WR �����

&�� $FWXDO 5HWXUQV RI 3ULYDWH (TXLW\ )XQGV

$V D nQDO UREXVWQHVV FKHFN� ZH FRPSDUH RXU FDOFXODWHG UHWXUQV WR DFWXDO UHWXUQV UHSRUWHG E\

SULYDWH HTXLW\ IXQGV� 6SHFLnFDOO\� ZH H[DPLQH DFWXDO UHSRUWHG UHWXUQV RI YHQWXUH FDSLWDO� EX\RXW

DQG PH]]DQLQH� DQG DOO SULYDWH HTXLW\ IXQGV� ,W LV LPSRUWDQW WR QRWH� KRZHYHU� WKDW RXU HDUOLHU

UHVXOWV UHSUHVHQW WKH UHWXUQV WR LQYHVWLQJ LQ DOO SULYDWH HTXLW\� QRW MXVW WKRVH LQYROYLQJ YHQWXUH

��5HVXOWV DUH VLPLODU ZKHWKHU FRPSDULQJ DULWKPHWLF RU JHRPHWULF DYHUDJHV�

��



FDSLWDO� EX\RXWV� RU PH]]DQLQH nQDQFLQJ� 7ZR IDFWV DUH ZRUWK HPSKDVL]LQJ� )LUVW� YHQWXUH FDSLWDO�

EX\RXW� DQG PH]]DQLQH nQDQFLQJ LV D YHU\ VPDOO SHUFHQWDJH RI DOO SULYDWH HTXLW\� )RU LQVWDQFH�

)HQQ� /LDQJ� DQG 3URZVH ������ HVWLPDWH WKDW WRWDO YHQWXUH FDSLWDO LQ ���� HTXDOHG �� ELOOLRQ

GROODUV� 7KLV FRQVWLWXWHV OHVV WKDQ ��� SHUFHQW RI RXU HVWLPDWH RI WRWDO SULYDWH HTXLW\ LQ ���� EDVHG

RQ WKH 6&)� &OHDUO\� YHQWXUH FDSLWDO UHSUHVHQWV D WLQ\ IUDFWLRQ RI WKH HQWLUH LQYHVWPHQW LQ SULYDWH

nUPV� 6HFRQG� nUPV ZKR REWDLQ YHQWXUH FDSLWDO� PH]]DQLQH nQDQFLQJ� RU DUH ERXJKW RXW� DUH QRW

UHSUHVHQWDWLYH RI WKH SRSXODWLRQ RI SULYDWH nUPV� )LUPV VHOHFWHG E\ YHQWXUH RU EX\RXW IXQGV DUH

DOUHDG\ UHODWLYHO\ VXFFHVVIXO� DQG KHQFH ZH ZRXOG H[SHFW WKHLU UHWXUQV WR EH KLJKHU WKDQ RWKHU

SULYDWH nUPV� ,Q DGGLWLRQ� YHQWXUH FDSLWDOLVWV DQG EX\RXW IXQGV FDQ LQoXHQFH nUP SURnWDELOLW\

�WKURXJK DGYLFH� JXLGDQFH� DQG IXQGV�� ZKLFK ZLOO DOVR LQFUHDVH WKHLU UHWXUQV RYHU RWKHU SULYDWH

HTXLW\ LQYHVWRUV� .HHSLQJ WKHVH FDYHDWV LQ PLQG� ZH DQDO\]H UHSRUWHG SULYDWH HTXLW\ IXQG UHWXUQV

IURP 9HQWXUH (FRQRPLFV RYHU WKH SHULRG ���� WR �������

9HQWXUH (FRQRPLFV UHFHLYHV FDVK oRZ LQIRUPDWLRQ IURP DERXW ����� SULYDWH HTXLW\ SDUWQHUVKLSV

DQG XVHV WKLV WR FRPSXWH DQ LQWHUQDO UDWH RI UHWXUQ �QHW RI PDQDJHPHQW IHHV DQG SDUWQHUVKLS

H[SHQVHV�� 7DEOH 9 VXPPDUL]HV WKH UHWXUQV IURP WKHVH IXQGV RYHU WKH ODVW WZR GHFDGHV� UHSRUWLQJ

YDOXH�ZHLJKWHG JHRPHWULF DYHUDJH UHWXUQV DFURVV WKH IXQGV� 7KH WDEOH VKRZV WKDW WKH UHWXUQV WR

WKHVH IXQGV DUH DJDLQ VLPLODU WR WKH UHWXUQ RQ WKH SXEOLFO\ WUDGHG HTXLW\ LQGH[� 2YHU WKH HQWLUH

VDPSOH SHULRG ����� WR ������ WKH JHRPHWULF DYHUDJH DQQXDO UHWXUQ IRU EX\RXW DQG PH]]DQLQH IXQGV

LV ����� SHUFHQW� IRU YHQWXUH FDSLWDO IXQGV LV ����� SHUFHQW� DQG IRU DOO SULYDWH HTXLW\ IXQGV LV �����

SHUFHQW� )RU FRPSDULVRQ� WKH DYHUDJH DQQXDO UHWXUQ RQ WKH &563 LQGH[ LV ����� SHUFHQW� +HQFH�

HYHQ WKH DFWXDO UHSRUWHG SULYDWH HTXLW\ IXQG UHWXUQV� ZKLFK DUH XSZDUG ELDVHG GXH WR nUP VHOHFWLRQ�

LQoXHQFH� DQG SHUKDSV VXUYLYRUVKLS ELDV� GR QRW DSSHDU JUHDWHU WKDQ WKH UHWXUQV WR SXEOLF HTXLW\���

0RUH LPSRUWDQWO\� WKH UHDO YHQWXUH UHWXUQV DUH QRW IDU Rm IURP RXU UHWXUQ FDOFXODWLRQV� LQGLFDWLQJ

RXU HVWLPDWHV DSSHDU WR EH UHDVRQDEOH�

,Q VXP� WKH DFDGHPLF OLWHUDWXUH KDV RQO\ UHFHQWO\ EHJXQ WR H[DPLQH SULYDWH HTXLW\ LQYHVWPHQW�

IRFXVLQJ ODUJHO\ RQ YHQWXUH FDSLWDO� EXW JHQHUDOO\ ZLWKRXW D IRFXV RQ HTXLW\ UHWXUQV� 0RUHRYHU�

DV ZH FLWH DERYH� ZKLOH WKHUH DUH SUDFWLWLRQHU VRXUFHV WKDW UHSRUW UHWXUQV WR YHQWXUH FDSLWDO DQG

EX\RXW IXQGV� WKHVH DUH D QHJOLJLEOH IUDFWLRQ RI WKH HQWLUH SULYDWH HTXLW\ PDUNHW� 2QH RI WKH

FRQWULEXWLRQV RI WKLV SDSHU� WKHUHIRUH� LV D FKDUDFWHUL]DWLRQ RI WKH UHWXUQV WR DOO SULYDWH HTXLW\� :H

DUH XQDZDUH RI DQ\ VRXUFH WKDW LGHQWLnHV WKHVH UHWXUQV� \HW GRFXPHQWLQJ WKH UHWXUQV DQG ULVNV RI

��:H WKDQN 6WHYH .DSODQ IRU SURYLGLQJ WKHVH GDWD� 7KH QXPEHUV JLYHQ DUH JHRPHWULF DYHUDJH UHWXUQV� FDOFXODWHG
EDVHG RQ DQQXDO LQWHUQDO UDWHV RI UHWXUQV UHSRUWHG E\ WKHVH SDUWQHUVKLSV� ,W LV QRW NQRZQ ZKHWKHU VXUYLYRUVKLS ELDV
DmHFWV WKHVH QXPEHUV�

��&RFKUDQH ������ GLVFXVVHV WKH VLJQLnFDQW VDPSOH VHOHFWLRQ LVVXHV UHJDUGLQJ DQDO\VLV RI YHQWXUH FDSLWDO UHWXUQV�

��



SULYDWH HTXLW\ LQYHVWPHQW� ZKLFK FRQVWLWXWHV WKH PDMRULW\ RI PDQ\ KRXVHKROGV
 SRUWIROLRV� LV YLWDO IRU

XQGHUVWDQGLQJ LQYHVWPHQW FKRLFH DQG HTXLOLEULXP DVVHW SULFHV� :H WXUQ QRZ WR WKH ULVN RI SULYDWH

HTXLW\ LQYHVWPHQW�

,9� 7KH 5LVN RI 3ULYDWH (TXLW\

6LPSOH HFRQRPLF WKHRU\ VXJJHVWV WKDW FRQFHQWUDWLQJ LQYHVWPHQW LQ D VLQJOH SULYDWH nUP LV D GXEL�

RXV VWUDWHJ\ IURP D ULVN�UHWXUQ SHUVSHFWLYH� ,Q WKLV VHFWLRQ� ZH GRFXPHQW H[SOLFLWO\ WKH ULVN DQG

YRODWLOLW\ RI SULYDWH HTXLW\ LQYHVWPHQW� ZKLFK WR RXU NQRZOHGJH KDV QRW EHHQ SUHYLRXVO\ VWXGLHG�

0RUHRYHU� E\ TXDQWLI\LQJ WKH ULVN RI SULYDWH HTXLW\� ZH FDQ HYDOXDWH SRVVLEOH PRWLYHV IRU SULYDWH

LQYHVWPHQW� )RU LQVWDQFH� LI SULYDWH HTXLW\ KDV VXpFLHQWO\ ORZ ULVN� WKLV FRXOG H[SODLQ ZK\ LQYHVWRUV

DUH ZLOOLQJ WR KROG LW GHVSLWH IDFLQJ ORZ UHWXUQV DQG SRRU GLYHUVLnFDWLRQ� $V VXVSHFWHG� WKLV LV QRW

WKH FDVH�

:H DQDO\]H WKH ULVN RI SULYDWH HTXLW\ LQYHVWPHQW LQ WZR ZD\V� )LUVW� ZH FRPSDUH WKH ULVN�UHWXUQ

WUDGH�Rm RI DQ LQGH[ RI HTXLW\ LQ SULYDWH SURSULHWRUVKLSV DQG SDUWQHUVKLSV WR WKDW RI DQ LQGH[ RI

SXEOLFO\ WUDGHG FRPSDQLHV� ,Q WKLV ZD\� ZH FDQ VHH LI WKH SULYDWH PDUNHW LV ULVNLHU LQ WKH DJJUHJDWH

WKDQ WKH SXEOLF PDUNHW� 6HFRQG� VLQFH PRVW LQYHVWRUV LQ SULYDWH HTXLW\ KROG ODUJH VWDNHV LQ D VLQJOH

nUP� ZH DOVR H[DPLQH WKH GLVWULEXWLRQ RI KROGLQJ SHULRG UHWXUQV LQ SULYDWH HTXLW\ DFURVV KRXVHKROGV�

DQG FRPSDUH WKLV WR WKH UHWXUQ WKH KRXVHKROG ZRXOG KDYH REWDLQHG E\ LQYHVWLQJ LQ DQ LQGH[ RI SXEOLF

FRPSDQLHV RYHU WKH VDPH KRUL]RQ�

$� $Q ,QGH[ RI 3ULYDWH (TXLW\

%RWK DSSURDFKHV DUH FKDOOHQJLQJ JLYHQ WKH DYDLODEOH GDWD� 2XU KLJKHVW TXDOLW\ GDWD VRXUFH� WKH 6&)�

FRQWDLQV GDWD RQO\ IRU IRXU VXUYH\ \HDUV� UHSUHVHQWLQJ IRXU FURVV�VHFWLRQDO VQDS VKRWV RI KRXVHKROG

SRUWIROLRV� 2XU VXSSOHPHQWDU\ GDWD VRXUFH� WKH ))$� FRQWDLQV D WLPH�VHULHV RI DQQXDO GDWD IURP

���� WR ����� $V GLVFXVVHG HDUOLHU� PHDVXUHPHQW HUURUV DUH OLNHO\ WR EH VXEVWDQWLDO IRU WKH PDUNHW

YDOXHV RI 6 DQG & FRUSRUDWLRQV LQ WKH ))$� :KLOH WKLV LV XQOLNHO\ WR GUDPDWLFDOO\ DmHFW RXU FDO�

FXODWLRQV RI DYHUDJH UHWXUQV WR SULYDWH HTXLW\ LQ WKH ))$� LW SUHYHQWV XV IURP XVLQJ WKH 6 DQG &

FRUSRUDWLRQ GDWD WR FDOFXODWH VWDQGDUG GHYLDWLRQV RI UHWXUQV� 7KDW OHDYHV WKH QRQFRUSRUDWH HTXLW\

LQ WKH ))$ �SURSULHWRUV DQG SDUWQHUVKLSV� ZKLFK DUH UHSRUWHG DW ERRN YDOXHV� :H WKHUHIRUH FRP�

SDUH WKH VWDQGDUG GHYLDWLRQV RI UHWXUQV WR ERRN HTXLW\ IRU WKHVH SULYDWH nUPV ZLWK WKH VWDQGDUG

GHYLDWLRQ RI UHWXUQV WR ERRN HTXLW\ LQ SXEOLF FRPSDQLHV� )RU SXEOLF HTXLW\ ZH XVH WKH &563 nUPV

ZKLFK DUH LQFOXGHG LQ &RPSXVWDW� *LYHQ WKH JUDGXDO LPSURYHPHQW RI &RPSXVWDW FRYHUDJH ZH IRFXV

��



RQ WKH SHULRG DIWHU ����� VLQFH WKH UDWLR RI &RPSXVWDW WR &563 QXPEHU RI nUPV VWDELOL]HV DURXQG

����� :H XVH ,32 YDOXHV WR DFFRXQW IRU WKH IDFW WKDW WKH HQG RI \HDU WRWDO ERRN YDOXHV RI &RPSX�

VWDW nUPV SDUWO\ UHoHFW WKH YDOXH RI nUPV QRW SUHVHQW DW WKH EHJLQQLQJ RI WKH \HDU� 7KH UHVXOWLQJ

ERRN HTXLW\ �DULWKPHWLF� UHWXUQV DQG VWDQGDUG GHYLDWLRQV DUH VKRZQ RQ OLQHV �� DQG �� RI 7DEOH ,,,�

,QWHUHVWLQJO\� WKH SULYDWH HTXLW\ ERRN UHWXUQV DUH PRUH YRODWLOH WKDQ WKH SXEOLF HTXLW\ ERRN UHWXUQV�

VXJJHVWLQJ WKDW SULYDWH HTXLW\ �DW OHDVW LQ SURSULHWRUVKLSV DQG SDUWQHUVKLSV� LV� LI DQ\WKLQJ� PRUH

YRODWLOH WKDQ SXEOLF HTXLW\�

)RU UREXVWQHVV� ZH DOVR H[DPLQH WKH GLVWULEXWLRQ RI UHWXUQV RQ WKH DFWXDO SULYDWH HTXLW\ IXQGV

LQ 7DEOH 9� 7KH DQQXDO VWDQGDUG GHYLDWLRQ RI DYHUDJH SULYDWH HTXLW\ IXQG UHWXUQV LV ���� SHUFHQW

RYHU WKH ���� WR ���� SHULRG� ,Q DGGLWLRQ� WKHUH LV D ZLGH UDQJH RI IXQG SHUIRUPDQFH� ZLWK WKH

DYHUDJH PD[LPXP UHWXUQ SHU \HDU EHLQJ ������ SHUFHQW DQG WKH PLQLPXP ������ SHUFHQW� /LNHZLVH�

ZKLOH WKH XSSHU TXDUWLOH H[KLELWV D ����� SHUFHQW UHWXUQ SHU \HDU� WKH ORZHU TXDUWLOH DYHUDJHV �����

SHUFHQW SHU \HDU� &OHDUO\� HYHQ DQ LQGH[ RI SULYDWH HTXLW\ IXQGV KDV VXEVWDQWLDO ULVN� DQG DSSHDUV

DW OHDVW DV ULVN\ DV DQ LQGH[ RI SXEOLF HTXLW\�

7R SURYLGH HYLGHQFH RI WKH FRUUHODWLRQ EHWZHHQ SULYDWH DQG SXEOLF HTXLW\ UHWXUQV ZH XVH WKH

WZR ERRN HTXLW\ UHWXUQ VHULHV IURP WKH ))$ DQG &563�&RPSXVWDW XQLYHUVH IRU ���� WR ����� 7KH

VHULHV DUH SORWWHG LQ )LJXUH � DQG H[KLELW D VWURQJ FRUUHODWLRQ RI ����� 1RWH DOVR WKDW WKH 6&)

SULYDWH HTXLW\ UHWXUQV DFURVV WKH SHULRGV ���� WR ����� ���� WR ����� DQG ���� WR ���� VKRZ WKH

VDPH XSZDUG WUHQG DV WKH &563 UHWXUQV IRU WKHVH WKUHH SHULRGV� VXJJHVWLQJ WKDW HYHQ PDUNHW HTXLW\

UHWXUQV WHQG WR PRYH WRJHWKHU�

2XU FRQFOXVLRQ EDVHG RQ WKH DYDLODEOH HYLGHQFH LV WKDW WKH ULVN�UHWXUQ WUDGHRm IRU SULYDWH HTXLW\

DV D ZKROH LV VLPLODU RU VOLJKWO\ ZRUVH WKDQ IRU SXEOLF HTXLW\� *LYHQ WKH IDFW WKDW SULYDWH HTXLW\

RZQHUV KDYH WKH PDMRULW\ RI WKHLU SULYDWH HTXLW\ KROGLQJV LQ RQO\ RQH SULYDWH FRPSDQ\� WKLV LPSOLHV

WKDW WKH W\SLFDO SULYDWH HTXLW\ RZQHU IDFHV D PXFK ZRUVH ULVN�UHWXUQ WUDGHRm WKDQ FRXOG KDYH EHHQ

REWDLQHG E\ LQYHVWLQJ LQ DQ LQGH[ RI SXEOLF HTXLW\� :H DWWHPSW WR IXUWKHU VXSSRUW WKLV YLHZ E\

DQDO\]LQJ WKH FURVV�VHFWLRQDO GLVWULEXWLRQ RI UHWXUQV DFURVV HQWUHSUHQHXUV�

%� 7KH 'LVWULEXWLRQ RI +RXVHKROG 5HWXUQV LQ D 6LQJOH 3ULYDWH )LUP

8VLQJ GDWD RQ LQGLYLGXDO KRXVHKROG LQYHVWPHQW LQ SULYDWH HTXLW\ IURP WKH 6&)� ZH FDOFXODWH WKH

GLVWULEXWLRQ RI KRXVHKROG UHWXUQV LQ D VLQJOH SULYDWH LQYHVWPHQW� LQ RUGHU WR JDXJH WKH ULVN� ([�

DPLQLQJ WKRVH SULYDWH FRPSDQLHV LQ ZKLFK WKH KRXVHKROG KDV WKH ODUJHVW DFWLYHO\ PDQDJHG RZQ�

HUVKLS VKDUH� WKH IROORZLQJ LQIRUPDWLRQ LV DYDLODEOH IURP WKH 6&)� WKH \HDU LQ ZKLFK WKH nUP ZDV

��



IRXQGHG�DFTXLUHG� nUP SURnWV LQ WKH \HDU EHIRUH WKH VXUYH\ LQWHUYLHZ� WKH PDUNHW YDOXH RI WKH

RZQHUVKLS VKDUH LQ WKH LQWHUYLHZ \HDU �HVWLPDWHG E\ WKH UHVSRQGHQW�� DQG WKH EDVLV YDOXH IRU WD[

SXUSRVHV RI WKH RULJLQDO RZQHUVKLS VKDUH� :H XVH WKH ODWWHU DV DQ HVWLPDWH RI WKH LQLWLDO YDOXH RI

WKH HTXLW\ LQYHVWPHQW FRUUHVSRQGLQJ WR WKH FXUUHQW RZQHUVKLS VKDUH� :H WKHQ HVWLPDWH WKH JHR�

PHWULF DYHUDJH DQQXDO FDSLWDO JDLQ RYHU WKH SHULRG VLQFH WKH nUP ZDV IRXQGHG�DFTXLUHG� $VVXPLQJ

WKH FXUUHQW SURnW WR HTXLW\ UDWLR LV UHSUHVHQWDWLYH RI WKRVH LQ SUHYLRXV \HDUV ZH DOVR FRQVWUXFW DQ

HVWLPDWH RI WKH LQFRPH VWUHDP WR WKH KRXVHKROG IURP WKH LQYHVWPHQW� 7KHVH UHWXUQV UHSUHVHQW WKH

SULFH DSSUHFLDWLRQ DQG LQFRPH UHFHLYHG IURP WKH LQLWLDO LQYHVWPHQW GDWH WR WKH WLPH RI WKH VXUYH\�

:H DUH QRW DEOH WR FRQVWUXFW HVWLPDWHV RI WKH UHWXUQ REWDLQHG WKURXJK WKH IXOO SHULRG RI RZQHUVKLS�

RI FRXUVH� VLQFH KRXVHKROGV PD\ NHHS WKHLU RZQHUVKLS VKDUH LQ WKH FRPSDQ\ IRU PDQ\ \HDUV DIWHU

WKH VXUYH\� :H DUH DOVR QRW DEOH WR FRQVWUXFW UHWXUQ HVWLPDWHV IRU KRXVHKROG LQYHVWPHQWV WKDW GLG

QRW VXUYLYH� +HQFH� ZH HPSKDVL]H WKDW WKH GLVWULEXWLRQ RI UHWXUQV ZH FDOFXODWH LV FRQGLWLRQDO RQ

VXUYLYDO� DQG GRHV QRW UHSUHVHQW WKH XQFRQGLWLRQDO GLVWULEXWLRQ RI UHWXUQV� &HUWDLQO\� D ODUJH SDUW

RI WKH ULVN DVVRFLDWHG ZLWK VWDUWLQJ D QHZ EXVLQHVV LV WKH ULVN RI IDLOXUH� DV RSSRVHG WR D ULVN\ GLVWUL�

EXWLRQ RI UHWXUQV FRQGLWLRQDO RQ VXUYLYDO� ,Q RUGHU WR JDXJH WKLV ZH nUVW DSSHDO WR RXWVLGH HYLGHQFH

RQ nUP VXUYLYDO UDWHV� DQG WKHQ H[DPLQH WKH GLVWULEXWLRQ RI UHWXUQV FRQGLWLRQDO RQ VXUYLYDO EDVHG

RQ WKH 6&) GDWD�

%�� 3ULYDWH )LUP 6XUYLYDO 5DWHV

'XQQH� 5REHUWV� DQG 6DPXHOVRQ ������ FRQVWUXFW nUP VXUYLYDO UDWHV EDVHG RQ WKH ����� ����� �����

DQG ���� &HQVXV RI 0DQXIDFWXUHUV� 7KH\ nQG WKDW RQ DYHUDJH ���� SHUFHQW RI nUPV H[LW LQ WKH

nYH \HDUV IROORZLQJ WKH nUVW FHQVXV LQ ZKLFK WKH\ DUH REVHUYHG� 2Q DYHUDJH� ���� SHUFHQW RI nUPV

H[LW ZLWKLQ WHQ \HDUV� 3RSNLQ DQG .LUFKKRm ������ DQDO\]H VXUYLYDO UDWHV E\ DJH RI EXVLQHVV IURP

���� WR ����� XVLQJ WKH 8QLWHG 6WDWHV (VWDEOLVKPHQW /RQJLWXGLQDO 0LFURGDWD nOH �86(/0� EDVHG

RQ 'XQ DQG %UDGVWUHHW
V PDUNHWLQJ nOH� 7KH\ HVWLPDWH WKDW WKH WZR \HDU VXUYLYDO UDWH RI nUPV

ZKR ZHUH OHVV WKDQ WZR \HDUV ROG LQ ���� LV ���� SHUFHQW� DQG WKH WHQ \HDU VXUYLYDO UDWH LV ����

SHUFHQW� 6RPHZKDW VXUSULVLQJO\� VXUYLYDO UDWHV GR QRW LQFUHDVH GUDPDWLFDOO\ ZLWK LQLWLDO nUP DJH�

)LUPV ZKR ZHUH EHWZHHQ �� DQG �� \HDUV ROG KDG D WZR \HDU VXUYLYDO UDWH RI ���� SHUFHQW DQG D WHQ

\HDU VXUYLYDO UDWH RI ���� SHUFHQW�

,W LV GLpFXOW WR HYDOXDWH KRZ PXFK EXVLQHVV RZQHUV ORVH ZKHQ WKHLU EXVLQHVV LV GLVFRQWLQXHG�

'DWD SURYLGHG E\ WKH 8�6� 6PDOO %XVLQHVV $GPLQLVWUDWLRQ ������ GRFXPHQWV WKDW WKH DYHUDJH

DQQXDO QXPEHU RI nUP EDQNUXSWFLHV RYHU WKH ���� WR ���� SHULRG ZDV ������ �VRXUFH� 7KH $G�

��



PLQLVWUDWLYH 2pFH RI WKH 8�6� &RXUWV�� 7KH QXPEHU RI EDQNUXSWFLHV LV VRPHZKDW ORZHU WKDQ WKH

DYHUDJH QXPEHU RI EXVLQHVV IDLOXUHV RI ������ RYHU WKLV SHULRG� $ EXVLQHVV IDLOXUH LV GHnQHG DV DQ

HQWHUSULVH WKDW FHDVHV RSHUDWLRQ ZLWK D ORVV WR RQH RU PRUH FUHGLWRUV �VRXUFH� 'XQ DQG %UDGVWUHHW

&RUSRUDWLRQ�� 7KH DYHUDJH QXPEHU RI IDLOXUHV FRQVWLWXWH ���� SHUFHQW RI WKH DYHUDJH WRWDO QXPEHU

RI nUP WHUPLQDWLRQV� ZKLFK ZDV ������� RYHU WKH VDPH WLPH SHULRG� 2ZQHUV LQ IDLOHG FRPSDQLHV

GR QRW QHFHVVDULO\ ORVH DOO RI WKHLU LQLWLDO HTXLW\ LQYHVWPHQW� 8VLQJ 'XQ DQG %UDGVWUHHW
V UHFRYHU\

5HFHLYDEOH 0DQDJHPHQW 6HUYLFH� WKH HVWLPDWHG UHFRYHU\ UDWH RI DVVHWV LQ IDLOHG FRPSDQLHV LV �����

SHUFHQW� 3UHVXPDEO\� PRVW RI WKLV EHORQJV WR GHEW KROGHUV� 7R WKH H[WHQW DEVROXWH SULRULW\ LV YLR�

ODWHG LQ EDQNUXSWF\ SURFHHGLQJV� VRPH RI WKLV ZLOO EHORQJ WR HTXLW\ KROGHUV� 7KLV LV OLNHO\ WR EH D

SUHWW\ VPDOO VKDUH RI UHFRYHUHG DVVHWV� &RPELQLQJ WKH VXUYLYDO UDWHV ZLWK WKH VKDUH RI GLVFRQWLQXHG

nUPV� WKH IRXQGHU RI D QHZ SULYDWH FRPSDQ\ IDFHV D ���������d�����d��� ���� SHUFHQW ULVN RI ORV�
LQJ KHU LQYHVWPHQW ZLWKLQ WKH nUVW �� \HDUV� )RU WKH UHPDLQGHU RI GLVFRQWLQXHG nUPV LW LV GLpFXOW

WR HYDOXDWH KRZ PXFK RI WKH LQLWLDO HTXLW\ LQYHVWPHQW E\ RZQHUV KDV EHHQ ORVW� LI DQ\� 6RPH nUPV

PD\ EH GLVFRQWLQXHG ZLWK D SDUWLDO HTXLW\ LQYHVWPHQW ORVV GXH WR SRRU IXWXUH SURVSHFWV� 2WKHUV DUH

VXFFHVVIXO� EXW DUH VROG WR QHZ RZQHUV� 7KHVH PD\ SURYLGH D �SRWHQWLDOO\ ODUJH� SRVLWLYH UHWXUQ RQ

HTXLW\ IRU WKHVH HQWUHSUHQHXUV� 6XSSRVH WKDW KDOI RI WKH UHPDLQLQJ ���������d���������d��� ����
SHUFHQW RI GLVFRQWLQXHG nUPV WHUPLQDWH ZLWK QR ORVV RU HYHQ D JDLQ� 7KHQ DQ HQWUHSUHQHXU IDFHV D

��������� ���� SHUFHQW FKDQFH RI GLVFRQWLQXLQJ WKH EXVLQHVV DQG ORVLQJ SDUW RU PRVW RI KHU LQLWLDO

LQYHVWPHQW �DQG WKHVH FDOFXODWLRQV GR QRW WDNH ORVW ZDJHV LQ DOWHUQDWLYH HPSOR\PHQW LQWR DFFRXQW��

7KHVH FDOFXODWLRQV DUH RQO\ PHDQW WR EH VXJJHVWLYH EXW GR LOOXVWUDWH WKH VXEVWDQWLDO ULVN RI LQYHVWLQJ

LQ D VLQJOH SULYDWH FRPSDQ\�

%�� +RXVHKROG 3ULYDWH (TXLW\ 5HWXUQV &RQGLWLRQDO RQ 6XUYLYDO

&OHDUO\� IDLOXUH SRVHV D JUHDW ULVN� %XW� HYHQ FRQGLWLRQDO RQ VXUYLYDO� WKH UHWXUQV WR SULYDWH HTXLW\

DUH KLJKO\ YRODWLOH� 8VLQJ GDWD IURP WKH 6&) �ZKLFK FRQWDLQV RQO\ VXUYLYLQJ KRXVHKROGV�� ZH SORW

LQ )LJXUH � WKH GLVWULEXWLRQ RI UHWXUQV IURP SULYDWH HTXLW\ LQYHVWPHQW� 7KH JUDSKV GR QRW WDNH

RXW D ODERU FRPSRQHQW RI nUP SURnWV IRU KRXVHKROGV ZLWK QR VDODU\ UHSRUWHG VLQFH ZH GR QRW

KDYH UHWURDFWLYH LQIRUPDWLRQ RQ KRXUV ZRUNHG� 7KLV ZLOO RQO\ RYHUVWDWH UHWXUQV� 3DQHO $ JUDSKV

WKH GLVWULEXWLRQ RI KRXVHKROG UHWXUQV IURP WKH ���� 6&) DQG 3DQHO % IURP WKH ���� 6&)� (DFK

SDQHO FRQWDLQV IRXU JUDSKV� DOO FRQVWUXFWHG XVLQJ 6&) ZHLJKWV� :H IRFXV RQ KRXVHKROGV ZLWK LQLWLDO

LQYHVWPHQWV RI DW OHDVW ������ ����� GROODUV XVLQJ WKH &3, IRU DOO XUEDQ FRQVXPHUV�� 7KLV LPSOLHV

GURSSLQJ DERXW � SHUFHQW RI WKH HQWUHSUHQHXU KRXVHKROGV�

��



7KH nUVW JUDSK SORWV WKH KLVWRJUDP RI DYHUDJH DQQXDO FDSLWDO JDLQV DFFUXHG DFURVV KRXVHKROGV

RYHU WKH SHULRG VLQFH WKH nUP ZDV IRXQGHG�DFTXLUHG� )RU HDFK KRXVHKROG� ZH FRPSXWH WKH JHRPHWULF

DYHUDJH DQQXDO FDSLWDO JDLQ DV

t
9DOXH DW WKH WLPH RI WKH VXUYH\

9DOXH RI RULJLQDO LQYHVWPHQW

u� 
b
<HDUV VLQFH IRXQGHG�DFTXLUHG

c
b �� ���

7KH GLVWULEXWLRQ RI FDSLWDO JDLQV� FRQGLWLRQDO RQ VXUYLYDO� LV ZLGH��� 8VLQJ WKH ���� VXUYH\� WKH

PHGLDQ RI WKH FDSLWDO JDLQ GLVWULEXWLRQ LV ���� SHUFHQW SHU \HDU� ZKLOH WKH �VW TXDUWLOH LV � DQG WKH

�UG TXDUWLOH LV ����� SHUFHQW SHU \HDU� 8VLQJ WKH ���� VXUYH\� WKH PHGLDQ LV ���� SHUFHQW SHU \HDU

ZKLOH WKH nUVW TXDUWLOH LV � DQG WKH �UG TXDUWLOH LV ������ $V IRU WKH KROGLQJ SHULRGV RYHU ZKLFK

WKHVH DQQXDOL]HG FDSLWDO JDLQV KDYH EHHQ REWDLQHG� �� SHUFHQW RI KRXVHKROGV KDG LQYHVWHG LQ SULYDWH

HTXLW\ IRU � \HDUV RU OHVV DW WKH WLPH RI WKH VXUYH\� ���� SHUFHQW KDG LQYHVWHG IRU EHWZHHQ � DQG ��

\HDUV� DQG ��� SHUFHQW KDG LQYHVWHG IRU PRUH WKDQ �� \HDUV �DYHUDJHG DFURVV DOO IRXU VXUYH\ \HDUV��

7KH VHFRQG JUDSK SORWV WKH KLVWRJUDP RI HDUQLQJV UDWHV� GHnQHG DV HDUQLQJV LQ WKH \HDU EHIRUH

WKH VXUYH\ GLYLGHG E\ WKH WRWDO PDUNHW YDOXH RI WKH nUP� 7KHUH LV VXEVWDQWLDO YDULDWLRQ LQ HDUQLQJV

UDWHV� DOWKRXJK PRVW KRXVHKROGV UHSRUW ]HUR RU SRVLWLYH HDUQLQJV UDWHV� 7KH WKLUG JUDSK LQ HDFK

SDQHO SORWV WKH KLVWRJUDP RI KRXVHKROG DYHUDJH UHWXUQV LI KRXVHKROGV KDG LQYHVWHG WKHLU ZHDOWK LQ WKH

&563 LQGH[ RI DOO SXEOLFO\ WUDGHG VWRFNV RYHU WKH VDPH KRUL]RQ DV WKHLU SULYDWH HTXLW\ LQYHVWPHQW�

)RU H[DPSOH� IRU DQ LQYHVWRU ZKR KHOG SULYDWH HTXLW\ LQ KLV FRPSDQ\ IRU �� \HDUV DW WKH WLPH RI WKH

���� VXUYH\� ZH FRPSXWH WKH JHRPHWULF DYHUDJH DQQXDO UHWXUQ WR LQYHVWLQJ LQ WKH &563 LQGH[ RYHU

WKRVH VDPH �� \HDUV �L�H�� IURP ���� WR �������� $V VKRZQ LQ WKH JUDSK� WKH GLVWULEXWLRQ RI UHWXUQV

RQ D GLYHUVLnHG SXEOLF HTXLW\ LQGH[ RYHU WKH VDPH LQYHVWPHQW KRUL]RQ LV WLJKW� ZLWK D PLQLPXP

UHWXUQ RI ���� SHUFHQW SHU \HDU DQG D PD[LPXP UHWXUQ RI ����� SHUFHQW SHU \HDU XVLQJ WKH ����

VXUYH\ ������ DQG ����� IRU ������

&RPELQLQJ WKH FDSLWDO JDLQ DQG LQFRPH nJXUHV IURP SULYDWH HTXLW\ LQYHVWPHQW� ZH FRQVWUXFW WKH

GLVWULEXWLRQ RI WRWDO DQQXDOL]HG UHWXUQV WR SULYDWH HTXLW\� FRQGLWLRQDO RQ VXUYLYDO� 7R GR WKLV� ZH DV�

VXPH WKDW WKH HDUQLQJV UDWHV IRU D KRXVHKROG LQ WKH \HDUV EHIRUH WKH LQWHUYLHZ \HDU ZHUH WKH VDPH DV

LQ WKH LQWHUYLHZ \HDU� 7KLV ZLOO RYHUVWDWH YRODWLOLW\ LI HDUQLQJV UDWHV DUH PHDQ�UHYHUWLQJ� :H IXUWKHU

DVVXPH IRU VLPSOLFLW\ DQG HDVH RI FRPSDULVRQ DFURVV KRXVHKROGV WKDW ��� RI SURnWV DUH XQLIRUPO\

UHWDLQHG LQ WKH nUP DFURVV DOO nUP W\SHV� 6LQFH ZH ZLVK WR KDYH XQLIRUP DVVXPSWLRQV DFURVV nUP

��:H SORW KRXVHKROGV ZKR ORVW DOO RI WKHLU LQLWLDO FDSLWDO EXW VWLOO VD\ WKH\ DUH LQ EXVLQHVV DW ����� LQ WKLV nJXUH�
7KHVH KRXVHKROGV DUH QRW LQFOXGHG LQ WKH VXEVHTXHQW JUDSKV VLQFH LW LV QRW SRVVLEOH WR GHnQH SURnW�HTXLW\ IRU FRPSDQLHV
ZLWK ]HUR HTXLW\�

��6LQFH 1$6'$4 RQO\ H[LVWV DIWHU ���� DQG $0(; DIWHU ����� WKH &563 LQGH[ LQFOXGHV RQO\ 1<6( DQG $0(;
nUPV SULRU WR ���� DQG RQO\ 1<6( nUPV SULRU WR �����

��



W\SHV� DQG VLQFH RXU SUHYLRXV FDOFXODWLRQV HPSOR\HG �� SHUFHQW UHWHQWLRQ IRU & FRUSRUDWLRQV DQG ��

SHUFHQW IRU DOO RWKHU nUP W\SHV� D ��� UHWHQWLRQ UDWH LV XVHG� :H FRPSDUH WKH UHVXOWLQJ GLVWULEXWLRQ

RI WRWDO UHWXUQV WR SULYDWH HTXLW\ ZLWK WKH UHWXUQV KRXVHKROGV FRXOG KDYH REWDLQHG E\ LQYHVWLQJ LQ

WKH &563 LQGH[ RYHU WKH VDPH SHULRG� 7KLV HVVHQWLDOO\ FRPELQHV WKH nUVW WKUHH SORWV LQWR RQH ^ WKH

IRXUWK SORW ^ ZKLFK LV WKH KRXVHKROG GLVWULEXWLRQ RI WKH GLmHUHQFH EHWZHHQ WKH UHWXUQV RQ SULYDWH

HTXLW\ RYHU ZKDW WKH KRXVHKROG ZRXOG KDYH UHFHLYHG E\ LQYHVWLQJ LQ WKH SXEOLF HTXLW\ LQGH[� (YHQ

WKRXJK WKLV GLVWULEXWLRQ LV FRQGLWLRQDO RQ VXUYLYDO� VWLOO DURXQG �� SHUFHQW RI KRXVHKROGV ZRXOG KDYH

EHHQ EHWWHU Rm LQYHVWLQJ LQ WKH &563 LQGH[ UDWKHU WKDQ WKHLU RZQ FRPSDQ\ ��� SHUFHQW EDVHG RQ

WKH ���� VXUYH\�� 0RUHRYHU� WKHUH LV VXEVWDQWLDO YDULDWLRQ LQ WKH H[FHVV UHWXUQV WR SULYDWH RYHU

SXEOLF HTXLW\ LQYHVWPHQW� HYHQ FRQGLWLRQDO RQ VXUYLYDO� 7KH H[FHVV UHWXUQ GLVWULEXWLRQ LV KLJKO\

VNHZHG� :KLOH WKH PHGLDQ H[FHVV UHWXUQ XVLQJ WKH ���� GDWD LV ����� SHUFHQW SHU \HDU� WKH DYHUDJH

H[FHVV UHWXUQ LV ������ SHUFHQW SHU \HDU GXH WR D IDLUO\ VPDOO IUDFWLRQ RI KRXVHKROGV ZLWK YHU\ ODUJH

DQQXDOL]HG H[FHVV UHWXUQV ������ DQG ����� SHUFHQW SHU \HDU XVLQJ WKH ���� VXUYH\���� 7KHVH KLJK

H[FHVV UHWXUQV DUH SDUWLDOO\ GXH WR KRXVHKROGV ZLWK ORZ LQLWLDO LQYHVWPHQWV� :KHQ KRXVHKROGV DUH

ZHLJKWHG E\ WKH VL]H RI WKHLU LQLWLDO LQYHVWPHQW� WKH PHGLDQ H[FHVV UHWXUQ LV ����� SHUFHQW SHU \HDU

ZKLOH WKH PHDQ H[FHVV UHWXUQ LV ����� SHUFHQW XVLQJ WKH ���� GDWD ������ DQG ����� SHUFHQW SHU

\HDU XVLQJ WKH ���� GDWD�� 7KHVH nJXUHV DUH VLPLODU WR WKRVH IURP 7DEOH 9 UHJDUGLQJ DFWXDO SULYDWH

HTXLW\ IXQG UHWXUQV� 7KH PHGLDQ SULYDWH HTXLW\ IXQG HDUQV DERXW ���� SHUFHQW SHU \HDU� ZLWK D

KLJKO\ VNHZHG DQG ZLGH GLVWULEXWLRQ�

$FFXPXODWLQJ WKH HYLGHQFH� WKH UHVXOWV LQ 7DEOHV ,,,�9 DQG )LJXUH � VKRZ WKDW LQYHVWRUV GR

QRW VHHP WR HDUQ KLJKHU DYHUDJH UHWXUQV IURP SULYDWH HTXLW\ LQYHVWPHQW GHVSLWH IRUJRLQJ ODUJH

GLYHUVLnFDWLRQ EHQHnWV IURP LQYHVWLQJ LQ D EURDG SXEOLF HTXLW\ LQGH[� 7KH DJJUHJDWH UHWXUQ WR

SULYDWH HTXLW\ UHoHFWV QHJDWLYH UHWXUQV IRU D ODUJH QXPEHU RI WKH GLVFRQWLQXHG EXVLQHVVHV DQG D

ZLGH GLVWULEXWLRQ RI UHWXUQV HYHQ FRQGLWLRQDO RQ VXUYLYDO� )RU VXUYLYLQJ nUPV� WKH PHGLDQ H[FHVV

UHWXUQ RYHU D SXEOLF HTXLW\ LQGH[ LV QHJDWLYH ZKHQ ZHLJKWLQJ KRXVHKROGV E\ WKH VL]H RI LQLWLDO

LQYHVWPHQW� +RZHYHU� WKH GLVWULEXWLRQ LV KLJKO\ VNHZHG DQG KDV D IDW ULJKW WDLO� H[FHVV UHWXUQV DUH

H[WUHPHO\ ODUJH IRU D VPDOO SURSRUWLRQ RI KRXVHKROGV� +HQFH� LI WKH PHGLDQ HQWUHSUHQHXU EHOLHYHV

D SULRUL WKDW KLV LQYHVWPHQW LV LQ WKH ULJKW WDLO RI WKLV GLVWULEXWLRQ� LQYHVWPHQW LQ SULYDWH HTXLW\

DSSHDUV YHU\ DWWUDFWLYH� :H UHWXUQ WR WKLV LVVXH ZKHQ GLVFXVVLQJ WKH SRVVLELOLW\ WKDW HQWUHSUHQHXUV

RYHUHVWLPDWH WKHLU SUREDELOLW\ RI VXFFHVV�

��6XEWUDFWLQJ DQ HVWLPDWH RI WKH ODERU FRPSRQHQW RI WKH HTXLW\ UHWXUQ IRU HDFK KRXVHKROG� DVVXPLQJ WKH ODERU
FRPSRQHQW WR SURnW UDWLR IRU WKH VXUYH\ \HDU LV UHSUHVHQWDWLYH IRU DOO \HDUV VLQFH WKH IRUPDWLRQ�DFTXLVLWLRQ RI WKH
nUP� PDNHV RQO\ D VPDOO GLmHUHQFH�

��



9� 6R :K\ 'R ,QYHVWRUV +ROG 6R 0XFK 3ULYDWH DQG 2ZQ &RP�
SDQ\ 6WRFN"

7KH SRRU ULVN�UHWXUQ WUDGHRm RI SULYDWH HTXLW\ LV SX]]OLQJ JLYHQ WKH REVHUYHG FRQFHQWUDWLRQ RI ZHDOWK

LQ SULYDWH DQG RZQ FRPSDQ\ VWRFN� ,Q WKLV VHFWLRQ� ZH WXUQ WR SRVVLEOH H[SODQDWLRQV IRU ZK\ SULYDWH

HTXLW\ LQYHVWRUV KROG VXFK FRQFHQWUDWHG DQG ULVN\ SRUWIROLRV� )LUVW� ZH FRQVLGHU WKH SRVVLELOLW\ WKDW

HQWUHSUHQHXUV FDQQRW GLYHUVLI\ WKHLU KROGLQJV EHFDXVH LW LV FRVWO\ WR VHOO SULYDWH HTXLW\ RU EHFDXVH

WKH\ DUH FRQWUDFWXDOO\ IRUELGGHQ WR GR VR� 7KLV� RI FRXUVH� GRHV QRW H[SODLQ ZK\ WKH\ ZRXOG EH

ZLOOLQJ WR KROG SULYDWH VKDUHV WR EHJLQ ZLWK� EXW PD\ H[SODLQ ZK\ WKH\ FRQWLQXH WR KROG VKDUHV�

$� *RLQJ 3XEOLF DQG WKH $ELOLW\ WR 'LYHUVLI\

2QH SRVVLEOH H[SODQDWLRQ IRU WKH FRQFHQWUDWLRQ RI ZHDOWK LQ SULYDWH HTXLW\ LV WKDW EHFDXVH SULYDWH

VKDUHV FDQ RQO\ EH WUDGHG LQIRUPDOO\� DW FRQVLGHUDEOH FRVW� WKH DELOLW\ WR GLYHUVLI\ PD\ EH OLPLWHG�

6LQFH LQVLGHUV DUH OLNHO\ WR KDYH EHWWHU LQIRUPDWLRQ DERXW nUP SURVSHFWV WKDQ SRWHQWLDO LQYHVWRUV�

RXWVLGHUV PD\ RQO\ EH ZLOOLQJ WR E\ VKDUHV DW D GLVFRXQWHG SULFH� %LWOHU� 0RVNRZLW]� DQG 9LVVLQJ�

-~UJHQVHQ ������ XVH GDWD IURP LQLWLDO SXEOLF RmHULQJV WR WHVW IRU WKH LPSRUWDQFH RI DV\PPHWULF

LQIRUPDWLRQ LQ SUHYHQWLQJ RZQHUV RI SULYDWH HTXLW\ IURP GLYHUVLI\LQJ� 7KH\ nQG WKDW D UHODWLYHO\

VPDOO SHUFHQWDJH RI KROGLQJV DUH VROG E\ PRVW SUH�,32 LQYHVWRUV DW WKH ,32� DQG WKDW WKH FURVV�

VHFWLRQDO SDWWHUQV RI VDOHV DUH FRQVLVWHQW ZLWK LPSOLFDWLRQV RI VLJQDOLQJ WKHRU\� �6HH DOVR 3DJDQR

������ DQG 3DJDQR� 3DQHWWD� DQG =LQJDOHV ������ UHJDUGLQJ WKH GLYHUVLnFDWLRQ PRWLYH IRU JRLQJ

SXEOLF��

:KLOH WKHVH nQGLQJV VXJJHVW WKDW DV\PPHWULF LQIRUPDWLRQ PD\ EH SDUW RI WKH H[SODQDWLRQ IRU

ZK\ PDQDJHUV UHWDLQ ODUJH HTXLW\ VWDNHV LQ WKH nUP �DORQJ ZLWK LVVXHV RI PRUDO KD]DUG DQG DJHQF\

FRVWV�� WKLV FDQQRW H[SODLQ ZK\ LQGLYLGXDOV HQWHU LQWR HQWUHSUHQHXUVKLS LQLWLDOO\� ,Q WKH WHUPLQRORJ\

RI RSWLPDO FRQWUDFWLQJ WKHRU\� WKH SRRU ULVN�UHWXUQ WUDGH�Rm ZH GRFXPHQW VKRXOG OHDG WR D YLRODWLRQ

RI WKH SDUWLFLSDWLRQ FRQVWUDLQWV RI HQWUHSUHQHXUV LI QR DGGLWLRQDO SD\RmV DUH SURYLGHG�

%� :K\ $UH (QWUHSUHQHXUV :LOOLQJ WR 3DUWLFLSDWH LQ WKH )LUVW 3ODFH"

:H FRQVLGHU IRXU SRVVLEOH H[SODQDWLRQV IRU HQWU\ LQWR HQWUHSUHQHXUVKLS� GHVSLWH WKH SRRU GLYHUVLn�

FDWLRQ DQG ULVN�UHWXUQ WUDGH�Rm RI H[LVWLQJ HQWUHSUHQHXUV� KLJK HQWUHSUHQHXU ULVN WROHUDQFH� ODUJH

DGGLWLRQDO SHFXQLDU\ EHQHnWV� QRQ�SHFXQLDU\ EHQHnWV� DQG ODVWO\ RYHURSWLPLVP DQG PLVSHUFHLYHG

ULVN�

��



%�� 5LVN 7ROHUDQFH

:H KDYH DVVXPHG PDQDJHUV DUH ULVN DYHUVH� DQG WKHUHIRUH VXmHU ODUJH QRQ�GLYHUVLnFDWLRQ FRVWV IURP

EHLQJ KHDYLO\ LQYHVWHG LQ SULYDWH DQG RZQ FRPSDQ\ VWRFN� +RZHYHU� LI PDQDJHUV� SDUWLFXODUO\ YHU\

ZHDOWK\ LQGLYLGXDOV� KDYH ORZ ULVN DYHUVLRQ� WKHQ WKHVH GLYHUVLnFDWLRQ FRVWV PD\ EH YHU\ VPDOO�

)RU LQVWDQFH� WKH PDUJLQDO XWLOLW\ RI DQ DGGLWLRQDO GROODU WR %LOO *DWHV RU 7HG 7XUQHU PD\ EH

VXpFLHQWO\ ORZ WKDW WKHLU EHKDYLRU FDQ EH FRQVWUXHG DV FORVH WR ULVN QHXWUDO� ,I WKLV LV WKH FDVH�

WKHQ WKH UHWXUQV WR SULYDWH HTXLW\ QHHG QRW EH KLJKHU WKDQ WKRVH RI SXEOLF HTXLW\ WR H[SODLQ WKH

REVHUYHG FRQFHQWUDWLRQ RI ZHDOWK�

+RZHYHU� VHYHUDO VWXGLHV DQG DQHFGRWDO HYLGHQFH VXJJHVWV WKDW PDQDJHUV DUH LQGHHG TXLWH ULVN

DYHUVH� )LUVW� &DUSHQWHU ������� DQG +XGGDUW DQG /DQJ ������ GRFXPHQW SUHYDOHQW HDUO\ RSWLRQ

H[HUFLVH LQ HPSOR\HH VWRFN RSWLRQ FRPSHQVDWLRQ SODQV WKDW LV FRQVLVWHQW ZLWK ULVN DYHUVH EHKDYLRU�

(YHQ IRU WKH WRS H[HFXWLYHV� $PHULFDQ RSWLRQV RQ ORZ RU QRQ�GLYLGHQG SD\LQJ VWRFNV DUH RIWHQ

H[HUFLVHG HDUO\ ZKHQ WKH XQGHUO\LQJ VKDUHV DUH QRQ�WUDQVIHUDEOH RU WUDGDEOH� )XUWKHUPRUH� H[HUFLVH

LV VKRZQ WR GHSHQG RQ UHFHQW SULFH PRYHPHQWV� PRQH\QHVV� DQG YRODWLOLW\� FRQVLVWHQW ZLWK ULVN

DYHUVH EHKDYLRU �VHH +XGGDUW �������� 6HFRQG� D UHFHQW DUWLFOH LQ WKH :DOO 6WUHHW -RXUQDO�� FLWHV

WKH ULVLQJ SRSXODULW\ RI KHGJLQJ VWUDWHJLHV RmHUHG E\ LQYHVWPHQW nUPV WR UHGXFH H[SRVXUH WR RZQ

FRPSDQ\ VWRFN SHUIRUPDQFH IRU WRS H[HFXWLYHV� 7KH PRWLYDWLRQ IRU WKH XVH RI WKHVH VWUDWHJLHV LV

WKDW H[HFXWLYHV W\SLFDOO\ DUH UHVWULFWHG IURP VHOOLQJ PDQ\ RI WKHLU VKDUHV �\HW� FXULRXVO\ DUH QRW

UHVWULFWHG IURP HQJDJLQJ LQ WKHVH KHGJLQJ VWUDWHJLHV RQ WKH VLGH�� ,W LV HVWLPDWHG WKDW DV PDQ\ DV

D FRXSOH WKRXVDQG VXFK VWUDWHJLHV DUH H[HFXWHG HDFK \HDU� 7KLV VXJJHVWV WKDW H[HFXWLYHV GR FDUH

DERXW WKH YRODWLOLW\ RI WKHLU RZQ FRPSDQ\ VWRFN KROGLQJV� DQG WDNH VWHSV WR UHGXFH WKHLU H[SRVXUH

WR WKH nUP� +HQFH� WKHLU EHKDYLRU DSSHDUV IDU IURP ULVN QHXWUDO� ,Q IDFW� RQH RI WKH PRUH QRWDEOH

SDUWLFLSDQWV LQ WKHVH VWUDWHJLHV LV 7HG 7XUQHU� GHVSLWH KLV PRUH WKDQ �� ELOOLRQ ZHDOWK� 7KXV� HYHQ

WKH ZHDOWKLHVW PDQDJHUV VHHP WR FDUH DERXW WKH YRODWLOLW\ RI WKHLU KROGLQJV DQG UHFRJQL]H WKH EHQHnWV

RI GLYHUVLnFDWLRQ���

7R DGGUHVV WKLV LVVXH PRUH GLUHFWO\ IRU RXU VDPSOH RI HQWUHSUHQHXUV� 7DEOH 9, UHSRUWV WKH UH�

PDLQLQJ FRPSRVLWLRQ RI HQWUHSUHQHXU SRUWIROLRV IURP WKH ���� �3DQHO $� DQG ���� �3DQHO %� 6&)�

3RUWIROLRV RI KRXVHKROGV ZKR RZQ DQG UXQ WKHLU RZQ EXVLQHVV DUH FRPSDUHG WR WKRVH ZKR GR QRW�

$V WKH WDEOH GHPRQVWUDWHV� DSDUW IURP D VL]HDEOH �� SHUFHQW LQYHVWPHQW LQ SULYDWH HTXLW\� WKH UHVW RI

WKHLU SRUWIROLRV DUH TXLWH VLPLODU� 7KH PDLQ GLmHUHQFH EHWZHHQ WKH WZR JURXSV LV WKDW HQWUHSUHQHXUV

��?<RXU 0RQH\ 0DWWHUV� +HGJLQJ D 6LQJOH 6WRFN +DV 8SV� 'RZQV�� E\ 5XWK 6LPRQ� )HEUXDU\ �� �����
��7KHVH KHGJLQJ VWUDWHJLHV DUH W\SLFDOO\ QRW DYDLODEOH IRU SULYDWH HTXLW\� +HQFH� LQYHVWRUV DUH QRW DEOH WR GLYHUVLI\

WKHLU SULYDWH KROGLQJV DV HDVLO\�

��



LQYHVW D VPDOOHU SHUFHQWDJH LQ WKHLU SULPDU\ UHVLGHQFH� $VLGH IURP SULYDWH HTXLW\ DQG WKH SULPDU\

UHVLGHQFH� SULYDWH EXVLQHVV RZQHUV KROG D SRUWIROLR TXLWH VLPLODU WR RWKHU KRXVHKROGV�

%�� 2WKHU 3HFXQLDU\ %HQHnWV

(YHQ WKRXJK ZH GRFXPHQW D SRRU ULVN�UHWXUQ WUDGH�Rm IRU SULYDWH HTXLW\� DOWHUQDWLYH IRUPV RI

FRPSHQVDWLRQ GHULYHG E\ PDQDJHUV DQG HQWUHSUHQHXUV PD\ H[SODLQ WKHLU GHVLUH WR RZQ DQG UXQ WKH

nUP� )RU LQVWDQFH� LI KROGLQJ D ODUJH VWDNH LQ WKH nUP JHQHUDWHV RWKHU EHQHnWV WR WKH PDQDJHU �H�J��

KLJK VDODULHV DQG ERQXVHV RU SHUTXLVLWH WDNLQJ� WKHQ WKLV PD\ PRWLYDWH WKH ODUJH IUDFWLRQ RI SULYDWH

DQG RZQ FRPSDQ\ HTXLW\ KROGLQJV�

2ZQ FRPSDQ\ VWRFN KROGLQJV LQ SXEOLFO\ WUDGHG nUPV DUH RIWHQ SDUW RI D FRPSHQVDWLRQ SDFNDJH

JLYHQ WR PDQDJHUV RI WKH nUP� :KLOH WKLV PD\ KHOS H[SODLQ RZQ FRPSDQ\ VWRFN KROGLQJ E\ PDQDJHUV

LQ SXEOLFO\ WUDGHG nUPV� VDODULHV GHULYHG IURP SULYDWH FRPSDQLHV DUH DOUHDG\ DFFRXQWHG IRU LQ RXU

UHWXUQV FDOFXODWLRQV LQ 6HFWLRQ ,,,� +HQFH� WKHVH FDQQRW H[SODLQ ZK\ RZQHUVKLS VWDNHV DUH VR ODUJH

IRU SULYDWH HTXLW\ LQYHVWRUV� )XUWKHUPRUH� +DPLOWRQ ������ nQGV WKDW ERWK LQLWLDO HDUQLQJV DQG

HDUQLQJV JURZWK DUH ORZHU IRU HQWUHSUHQHXUV WKDQ LQ SDLG HPSOR\PHQW IRU VLPLODU LQGLYLGXDOV� DQG

WKDW WKHVH nQGLQJV DUH QRW GULYHQ E\ VHOI�VHOHFWLRQ RI ORZ DELOLW\ PDQDJHUV LQWR VHOI�HPSOR\PHQW�

,Q DGGLWLRQ� ZH VKRZHG WKDW DGGLWLRQDO EHQHnWV IURP WD[ HYDVLRQ DQG WD[ XQGHUUHSRUWLQJ DUH QRW

VXpFLHQWO\ ODUJH WR H[SODLQ LQYHVWPHQW�

)LQDOO\� WKHUH PD\ EH RWKHU SHFXQLDU\ EHQHnWV GHULYHG IURP SHUTXLVLWH WDNLQJ WKDW ZH FDQQRW

DFFRXQW IRU� :H FDQ GHULYH KRZ ODUJH WKHVH EHQHnWV ZRXOG KDYH WR EH WR LQGXFH SULYDWH LQYHVWPHQW

DQG GHWHUPLQH KRZ UHDVRQDEOH WKLV LV� ,Q D UHFHQW SDSHU� +HDWRQ DQG /XFDV �����E�� DFFRXQWLQJ

IRU HQWUHSUHQHXU OHYHUDJH DQG FROODWHUDO LQ WKH nUP� EDQNUXSWF\�IDLOXUH UDWHV� DQG WKH FRUUHODWLRQ

RI HQWUHSUHQHXULDO ZHDOWK DQG KXPDQ FDSLWDO ZLWK nUP SURVSHFWV� HVWLPDWH WKDW WKH DGGHG UHWXUQ

SUHPLXP DERYH WKH PDUNHW QHHGHG WR H[SODLQ REVHUYHG LQYHVWPHQW LQ SULYDWH nUPV UDQJHV IURP �

WR DV PXFK DV �� SHUFHQW SHU \HDU �DFURVV D YDULHW\ RI DVVXPSWLRQV DERXW ULVN DYHUVLRQ�� 6LQFH WKH

DFWXDO UHWXUQV WR SULYDWH HTXLW\ DUH VLPLODU WR SXEOLF PDUNHW UHWXUQV� WKLV LPSOLHV WKDW DGGLWLRQDO

SHFXQLDU\ EHQHnWV ZRXOG KDYH WR SURYLGH DW OHDVW � WR �� SHUFHQW KLJKHU DYHUDJH UHWXUQV SHU \HDU� $V

D SHUFHQWDJH RI SULYDWH HTXLW\ LQYHVWPHQW� D PRGHVW �� SHUFHQW DGGLWLRQDO SHFXQLDU\ EHQHnW DPRXQWV

WR ��� SHUFHQW RI WRWDO DQQXDO LQFRPH IRU WKH PHGLDQ HQWUHSUHQHXU �IRFXVLQJ RQ HQWUHSUHQHXUV ZLWK

DW OHDVW ������ RI SULYDWH HTXLW\ KROGLQJV�� ZHLJKWLQJ KRXVHKROGV E\ WKH VL]H RI WKHLU SULYDWH HTXLW\

KROGLQJV LQ WKH ���� 6&)� 7KLV WUDQVODWHV LQWR D PHGLDQ �������� RI SHUTXLVLWH WDNLQJ DQQXDOO\�

ZKLFK VHHPV KLJK� 2Q WKH RWKHU KDQG� QRW ZHLJKWLQJ E\ WKH VL]H RI SULYDWH HTXLW\ KROGLQJV OHDGV

��



WR D PHGLDQ RI ������ RU ���� SHUFHQW RI LQFRPH LQ DQQXDO SHUTXLVLWH WDNLQJ EDVHG RQ D VLPLODU

FDOFXODWLRQ�

%�� 1RQSHFXQLDU\ %HQHnWV

6LQFH WKH SHFXQLDU\ EHQHnWV IURP SULYDWH HTXLW\ DQG RZQ FRPSDQ\ VWRFN KROGLQJV GR QRW DSSHDU

DGHTXDWH WR RmVHW WKH FRVWV RI QRQ�GLYHUVLnFDWLRQ� SHUKDSV QRQSHFXQLDU\ EHQHnWV FDQ H[SODLQ WKHVH

KROGLQJV� 2QH RI WKH PRVW RIWHQ FLWHG PRWLYDWLRQV IRU VWDUWLQJ D EXVLQHVV LV WKH XWLOLW\ GHULYHG IURP

EHLQJ RQH
V RZQ ERVV� )RU LQVWDQFH� RYHU �� SHUFHQW RI VXUYH\ UHVSRQGHQWV LQ WKH ���� (FRQRPLF

&HQVXV &KDUDFWHULVWLFV RI %XVLQHVV 2ZQHUV VWDWHG EHLQJ WKHLU RZQ ERVV DV WKH PDLQ UHDVRQ IRU

VWDUWLQJ WKH nUP� UDWKHU WKDQ DV D SULPDU\ RU VHFRQGDU\ VRXUFH RI LQFRPH��� 2WKHU VWXGLHV KDYH

DOVR LGHQWLnHG WKH oH[LELOLW\ DQG DXWRQRP\ RI VHOI�HPSOR\PHQW DV D PDMRU QRQSHFXQLDU\ EHQHnW�

%ODQFKoRZHU DQG 2VZDOG ������ nQG WKDW WKH VHOI�HPSOR\HG KDYH KLJKHU MRE VDWLVIDFWLRQ WKDQ HP�

SOR\HHV� 'XQFDQ ������ DQG 'XQFDQ DQG 6WDmRUG ������ UHSRUW SRVLWLYH FRPSHQVDWLQJ GLmHUHQWLDOV

IRU SDLG MREV RmHULQJ JUHDWHU ?IUHHGRP LQ FRQWUROOLQJ KRXUV ZRUNHG� DQG ?RSSRUWXQLWLHV WR FKRRVH

DQ LQGLYLGXDO RU oH[LEOH ZRUN VFKHGXOH DQG DQ LQGLYLGXDO ZRUN SDFH�� )XUWKHUPRUH� WKH UHSXWDWLRQ

DQG VWDWXV RI UXQQLQJ \RXU RZQ nUP PD\ SURYLGH DQ DGGLWLRQDO LQFHQWLYH WR FKRRVH VHOI�HPSOR\PHQW

GHVSLWH ORZHU ZDJHV DQG UHWXUQV�

+DPLOWRQ ������ GRFXPHQWV WKDW LQGLYLGXDOV FKRRVH VHOI�HPSOR\PHQW GHVSLWH IDFLQJ D PHGLDQ

VWUHDP RI IXWXUH HDUQLQJV VLJQLnFDQWO\ OHVV WKDQ WKDW DYDLODEOH DV D SDLG HPSOR\HH� (YHQ WKRXJK D

VPDOO IUDFWLRQ RI ?VWDU� HQWUHSUHQHXUV HDUQ VXEVWDQWLDO UHWXUQV �FRQVLVWHQW ZLWK WKH VXSHUVWDU WKHRU\

RI 5RVHQ �������� PRVW HQWUHSUHQHXUV GR QRW� \HW WKH\ FRQWLQXH WR HQWHU DQG UHPDLQ LQ EXVLQHVV� )RU

LQGLYLGXDOV ZKR KDYH EHHQ LQ EXVLQHVV IRU �� \HDUV� +DPLOWRQ ������ GRFXPHQWV D �� SHUFHQW PHGLDQ

�EXW QRW PHDQ� ZDJH GLVFRXQW IURP EHLQJ VHOI�HPSOR\HG� DV ZHOO DV VKRZLQJ WKDW WKH FURVV�VHFWLRQDO

VWDQGDUG GHYLDWLRQ RI VHOI�HPSOR\HG HDUQLQJV LV VXEVWDQWLDOO\ ODUJHU WKDQ WKDW RI ZDJHV IURP SDLG

HPSOR\PHQW� +DPLOWRQ LQWHUSUHWV WKHVH UHVXOWV DV HYLGHQFH WKDW ODUJH QRQSHFXQLDU\ EHQHnWV WR

VHOI�HPSOR\PHQW H[LVW�

,Q DGGLWLRQ WR WKH VWXG\ E\ +HDWRQ DQG /XFDV �����E�� VHYHUDO HDUOLHU SDSHUV FRQVLGHU WKH

XWLOLW\ ORVV IURP SRRU GLYHUVLnFDWLRQ� %UHQQDQ DQG 7RURXV ������ HVWLPDWH WKH FHUWDLQW\ HTXLYDOHQW

ORVV RI LQYHVWLQJ LQ D VLQJOH SXEOLFO\ WUDGHG VHFXULW\ DV RSSRVHG WR D EURDG PDUNHW LQGH[� 7KURXJK

VLPXODWLRQV WKH\ HVWLPDWH WKDW WKH ORVV RYHU D WHQ \HDU SHULRG IRU D PRGHVWO\ ULVN WROHUDQW LQGLYLGXDO

�L�H�� UHODWLYH ULVN DYHUVLRQ RI �� LV RYHU �� SHUFHQW SHU GROODU RI LQLWLDO LQYHVWPHQW� 7KLV LV DERXW

��7KLV nJXUH PD\ EH XQGHUVWDWHG DV ZHOO� VLQFH VXUYH\ UHVSRQGHQWV LQFOXGHG SDUW�WLPH EXVLQHVV RZQHUV ZKR OLNHO\
FLWHG ?D VHFRQGDU\ VRXUFH RI LQFRPH� DV WKHLU SULPDU\ PRWLYDWLRQ IRU VWDUWLQJ WKH nUP�

��



D � SHUFHQW FHUWDLQW\ HTXLYDOHQW ORVV SHU \HDU �JHRPHWULF DYHUDJH�� 0RUHRYHU� WKHLU DQDO\VLV LV

FRQGXFWHG RQ SXEOLFO\ WUDGHG HTXLW\ DQG GRHV QRW DVVXPH WKH LQGLYLGXDO LV HPSOR\HG DW WKH nUP�

7KH FHUWDLQW\ HTXLYDOHQW ORVV ZRXOG EH PRUH VHYHUH IRU SULYDWHO\ KHOG HTXLW\ ZKHQ IDFWRULQJ LQ WKH

FRUUHODWLRQ RI WKH UHWXUQ WR KXPDQ FDSLWDO ZLWK WKH SURVSHFWV RI WKH nUP DQG WKH ODUJHU SUREDELOLW\

RI WKH nUP EHLQJ GLVFRQWLQXHG�

%HQDUW]L ������ nQGV WKDW D UHWXUQ SUHPLXP RI �� SHUFHQW LV QHHGHG IRU D KRXVHKROG WR EH

LQGLmHUHQW EHWZHHQ LQYHVWLQJ �� SHUFHQW RI LWV SRUWIROLR LQ D VLQJOH SXEOLFO\ WUDGHG VWRFN YHUVXV 7�

ELOOV� ,Q RWKHU ZRUGV� SULYDWH EHQHnWV RI FRQWURO ZRXOG KDYH WR EH ODUJH HQRXJK IRU LQYHVWRUV WR IRUHJR

DV PXFK DV �� SHUFHQWDJH SRLQWV DGGLWLRQDO H[SHFWHG UHWXUQ SHU \HDU� 7KLV LV D VXEVWDQWLDO VDFULnFH�

$V VWDWHG SUHYLRXVO\� IRU WKH PHGLDQ HQWUHSUHQHXU� D �� SHUFHQW �RI SULYDWH HTXLW\ LQYHVWPHQW�

QRQ�SHFXQLDU\ EHQHnW ZRXOG DPRXQW WR ��� SHUFHQW RI WRWDO DQQXDO LQFRPH� :KLOH D VXEVWDQWLDO

DPRXQW� WKLV PD\ QRW EH XQUHDVRQDEOH� &HUWDLQO\� PDQ\ nQDQFLDO HFRQRPLVWV ZLOOLQJO\ JLYH XS

VXEVWDQWLDOO\ PRUH ZHDOWK WKDQ WKLV E\ FKRRVLQJ WR UHPDLQ LQ DFDGHPLD UDWKHU WKDQ ZRUN RQ :DOO

6WUHHW RU LQGXVWU\� 7KH DFDGHPLF OLIHVW\OH FRXOG FHUWDLQO\ EH FRQVLGHUHG D QRQ�SHFXQLDU\ EHQHnW�

%�� 2YHURSWLPLVP DQG 0LVSHUFHLYHG 5LVN

$Q DOWHUQDWLYH WR WKH SUHYLRXV WKHRULHV LV WKDW HQWUHSUHQHXUV DQG LQVLGHUV PD\ EHKDYH LQ D PDQQHU

WKDW LV QRW SHUIHFWO\ UDWLRQDO� )RU LQVWDQFH� WKH\ PD\ EH RYHUO\ RSWLPLVWLF DERXW WKH nUP
V SURVSHFWV

RU WKH\ PD\ LUUDWLRQDOO\ EHOLHYH LW LV VDIH WR LQYHVW LQ WKH IDPLOLDU� 7KLV LPSOLHV WKDW WKH\ PD\

EH ZLOOLQJ WR KROG D ODUJH VKDUH RI WKH nUP� 5XVVR DQG 6FKRHPDNHU ������ nQG WKDW PDQDJHUV

DUH GUDPDWLFDOO\ RYHUFRQnGHQW� +XEHUPDQ ������ DQG %HQDUW]L ������ GRFXPHQW WKDW LQYHVWPHQW

SRUWIROLRV DUH RYHUZHLJKWHG WRZDUG IDPLOLDU DVVHWV� WKH PRVW IDPLOLDU RI ZKLFK EHLQJ WKH HPSOR\HU
V

VWRFN� 7KHVH WZR HmHFWV ZLOO UHVXOW LQ LQVLGHUV UHWDLQLQJ D ODUJH VWDNH LQ WKH nUP�

*LYHQ WKH REVHUYHG KROGLQJV RI SULYDWH DQG RZQ FRPSDQ\ VWRFN� DQG WKH SULYDWH HTXLW\ UHWXUQ

DQG ULVN FDOFXODWLRQV IURP 6HFWLRQ ,,,� ZH FDQ JHW D URXJK LGHD RI KRZ RYHUFRQnGHQW PDQDJHUV

PXVW EH WR H[SODLQ WKHLU LQYHVWPHQW FKRLFHV� $V PHQWLRQHG DERYH� +HDWRQ DQG /XFDV �����E�

GRFXPHQW WKDW WKH UHWXUQ SUHPLXP QHHGHG WR H[SODLQ LQYHVWPHQW LQ SULYDWH EXVLQHVVHV LV � WR

DV PXFK DV �� SHUFHQW SHU \HDU DERYH WKH PDUNHW UHWXUQ� :H FDOFXODWHG LQ 6HFWLRQ ,9 WKDW WKH

DYHUDJH UHWXUQ� FRQGLWLRQDO RQ VXUYLYDO� IURP SULYDWH HTXLW\ LV DERXW �� SHUFHQW JUHDWHU WKDQ WKH

SXEOLF PDUNHW UHWXUQ� +HQFH� LI HQWUHSUHQHXUV EHOLHYHG WKHLU SUREDELOLW\ RI VXUYLYDO ZDV ��� SHUFHQW�

WKHQ WKH GLVWULEXWLRQ RI IXWXUH UHWXUQV ORRNV DWWUDFWLYH� 7KXV� HLWKHU WKH HQWUHSUHQHXU EHOLHYHV KLV

SHUIRUPDQFH LV LQ WKH ULJKW WDLO RI WKH GLVWULEXWLRQ� RU EHOLHYHV WKH SUREDELOLW\ RI KLV nUP IDLOLQJ

��



LV FORVH WR ]HUR� ,I WKLV LV WKH FDVH� HQWUHSUHQHXUVKLS DQG SULYDWH HTXLW\ LQYHVWPHQW ZRXOG DSSHDU

DWWUDFWLYH� GHVSLWH WKH VHYHUH ODFN RI GLYHUVLnFDWLRQ�

6NHZHG SHUFHSWLRQV DUH ERUQH RXW LQ VXUYH\ HYLGHQFH RI HQWUHSUHQHXUV� &RRSHU� :RR� DQG

'XQNHOEHUJ ������ nQG WKDW �� SHUFHQW RI HQWUHSUHQHXUV WKLQN WKDW WKH RGGV RI WKHLU EXVLQHVV

VXFFHHGLQJ LV EHWWHU WKDQ WKH RGGV IRU DQRWKHU EXVLQHVV OLNH WKHLUV� RQO\ � SHUFHQW WKLQN WKHLU RGGV

DUH ZRUVH� ,Q DGGLWLRQ� D WKLUG RI HQWUHSUHQHXUV EHOLHYH WKHLU SUREDELOLW\ RI VXFFHVV �H�J�� VXUYLYLQJ�

LV ��� SHUFHQW� DQG �� SHUFHQW RI HQWUHSUHQHXUV WKLQN WKHLU SUREDELOLW\ RI VXFFHVV LV DW OHDVW ��

SHUFHQW��� 7KXV� PLVSHUFHSWLRQV RI VXFFHVV� E\ HLWKHU EHLQJ RYHUO\ RSWLPLVWLF DERXW UHWXUQV RU

XQGHUHVWLPDWLQJ WKH ULVNV� FRXOG H[SODLQ ZK\ SHRSOH VWDUW WKHLU RZQ EXVLQHVVHV DQG KROG VR PXFK

RI WKHLU ZHDOWK LQ WKHLU nUP�

9,� &RQFOXGLQJ 5HPDUNV

:H nQG WKDW WKH PDMRULW\ RI KRXVHKROG LQYHVWPHQW LQ SULYDWH FRPSDQLHV LV FRQFHQWUDWHG LQ D VLQJOH�

ULVN\� SULYDWHO\ KHOG nUP LQ ZKLFK WKH KRXVHKROG KDV DQ DFWLYH PDQDJHPHQW LQWHUHVW� 'HVSLWH

WKH ULVNV WKHVH LQYHVWRUV IDFH DQG GLYHUVLnFDWLRQ EHQHnWV IRUHJRQH� WKH UHWXUQV WR SULYDWH FRPSDQ\

LQYHVWPHQW DUH VXUSULVLQJO\ ORZ� *LYHQ WKH ODUJH HTXLW\ SUHPLXP GHPDQGHG E\ LQYHVWRUV LQ SXEOLF

PDUNHWV� LW LV SX]]OLQJ ZK\ LQGLYLGXDOV DUH ZLOOLQJ WR LQYHVW VR KHDYLO\ LQ D XQGLYHUVLnHG SRUWIROLR

RI SULYDWH HTXLW\ ZKLFK RmHUV D PXFK ZRUVH ULVN�UHWXUQ WUDGHRm�

:H HYDOXDWH D YDULHW\ RI H[SODQDWLRQV IRU ZK\ FRQFHQWUDWHG SULYDWH HTXLW\ LQYHVWPHQW LV VR

SUHYDOHQW GHVSLWH LWV SRRU ULVN�UHWXUQ WUDGH�Rm� :H FRQFOXGH WKHUH DUH WZR SRVVLELOLWLHV PRVW FRQ�

VLVWHQW ZLWK REVHUYHG LQYHVWPHQW� 7KH nUVW LV WKDW HQWUHSUHQHXUV HQMR\ ODUJH QRQSHFXQLDU\ EHQHnWV

RI FRQWURO� $ VLPSOH FDOFXODWLRQ VXJJHVWV LQGLYLGXDOV DUH ZLOOLQJ WR IRUHJR DV PXFK DV �� SHUFHQW

SHU \HDU LQ H[SHFWHG UHWXUQV WR ?EH WKHLU RZQ ERVV�� $ VHFRQG SRVVLELOLW\� KRZHYHU� LV WKDW HQ�

WUHSUHQHXUV JUHDWO\ RYHUHVWLPDWH WKHLU SUREDELOLWLHV RI VXFFHVV DQG UHWXUQV� DQG XQGHUHVWLPDWH WKH

ULVNV� $OWKRXJK WKH XQFRQGLWLRQDO PHDQ DQG PHGLDQ UHWXUQ WR HQWUHSUHQHXUVKLS LV EHORZ WKH SXE�

OLF PDUNHW� WKH GLVWULEXWLRQ RI HQWUHSUHQHXULDO UHWXUQV LV KLJKO\ VNHZHG� ,I WKH PHGLDQ RU DYHUDJH

HQWUHSUHQHXU EHOLHYHV KLV SHUIRUPDQFH LV LQ WKH ULJKW WDLO RI WKLV GLVWULEXWLRQ� WKLV PD\ H[SODLQ ZK\

VWDUWLQJ DQG LQYHVWLQJ LQ D EXVLQHVV DSSHDUV WR EH DWWUDFWLYH� %DVHG RQ RXU UHWXUQ FDOFXODWLRQV

DFURVV VHOI�HPSOR\HG KRXVHKROGV� WKH UHWXUQV WR SULYDWH HTXLW\ FRQGLWLRQDO RQ VXUYLYDO RI WKH nUP

DUH DWWUDFWLYH� ,I WKH DYHUDJH HQWUHSUHQHXU HUURQHRXVO\ EHOLHYHV WKH SUREDELOLW\ RI IDLOXUH LV FORVH

WR ]HUR� WKLV ZRXOG DOVR EH FRQVLVWHQW ZLWK REVHUYHG EHKDYLRU� 6LQFH WKH IDLOXUH UDWH LQ WKH nUVW

��%HUQDUGR DQG :HOFK ������ DUJXH ZK\ LQGLYLGXDOV UHPDLQ RYHUFRQnGHQW LQ DQ HQWUHSUHQHXULDO VHWWLQJ�

��



WHQ \HDUV LV DERXW �� SHUFHQW� WKH XQGHUHVWLPDWLRQ RI ULVN ZRXOG KDYH WR EH VXEVWDQWLDO� +RZHYHU�

VXUYH\ HYLGHQFH VXJJHVWV WKLV PD\ QRW EH XQUHDOLVWLF�

'LVWLQJXLVKLQJ EHWZHHQ SULYDWH EHQHnWV RI FRQWURO DQG PLVSHUFHSWLRQV RI VXFFHVV PD\ KDYH SUR�

IRXQG LPSOLFDWLRQV IRU HQWUHSUHQHXUVKLS DQG WKH PDFURHFRQRP\� )URP D VRFLDO ZHOIDUH SHUVSHFWLYH�

LI SULYDWH EHQHnWV RI FRQWURO PRWLYDWH HQWUHSUHQHXUVKLS� WKHQ WKH REVHUYHG FRQFHQWUDWLRQ RI ZHDOWK

LQ WKH nUP DQG H[WHQW RI SULYDWH HTXLW\ RZQHUVKLS PD\ EH HpFLHQW� 2Q WKH RWKHU KDQG� LI LQGL�

YLGXDOV V\VWHPDWLFDOO\ RYHUHVWLPDWH WKH H[SHFWHG UHWXUQV DQG XQGHUHVWLPDWH WKH ULVNV RI SULYDWH

EXVLQHVV RZQHUVKLS� WKHQ WKH REVHUYHG OHYHO RI HQWUHSUHQHXUVKLS DQG SULYDWH HTXLW\ LQYHVWPHQW PD\

EH LQHpFLHQW� 5HVROYLQJ ZKLFK RI WKHVH HmHFWV LV PRUH LPSRUWDQW FRXOG KHOS GLFWDWH SXEOLF SROLF\

ZKLFK LQ WKH ODWWHU FDVH VKRXOG EH OHVV CSUR VPDOO EXVLQHVV
 WKDQ LQ WKH IRUPHU FDVH�

,Q DGGLWLRQ WR PDFURHFRQRPLF JURZWK DQG LQYHVWPHQW� XQGHUVWDQGLQJ WKH PRWLYDWLRQV IRU HQ�

WUHSUHQHXUVKLS DQG SULYDWH HTXLW\ LQYHVWPHQW PD\ KDYH LPSRUWDQW DVVHW SULFLQJ LPSOLFDWLRQV� $V

VHYHUDO SDSHUV KDYH VKRZQ� HQWUHSUHQHXULDO LQFRPH ULVN KDV D VLJQLnFDQW LQoXHQFH RQ SRUWIROLR FKRLFH

DQG DVVHW SULFHV� &HUWDLQO\ WKH LQoXHQFH RI HQWUHSUHQHXULDO ULVN ZLOO GHSHQG RQ WKH PRWLYDWLRQ EH�

KLQG HQWUHSUHQHXULDO LQYHVWPHQW� :H OHDYH WKHVH LVVXHV IRU IXWXUH UHVHDUFK�

��
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(FRQRPLFV� ��� ��������

>��@ &KHPPDQXU� 7�� DQG 3� )XOJKLHUL� ����� ,QIRUPDWLRQ SURGXFWLRQ� SULYDWH HTXLW\ nQDQFLQJ� DQG

WKH JRLQJ SXEOLF GHFLVLRQ� 5HYLHZ RI )LQDQFLDO 6WXGLHV� ��� ������

>��@ &RFKUDQH� -�� ����� 7KH 5LVN DQG 5HWXUQ RI 9HQWXUH &DSLWDO� ZRUNLQJ SDSHU� 8QLYHUVLW\ RI

&KLFDJR�

>��@ &RRSHU� $� &�� &� <� :RR� DQG :� &� 'XQNHOEHUJ� ����� (QWUHSUHQHXUV
 3HUFHLYHG &KDQFHV

IRU 6XFFHVV� -RXUQDO RI %XVLQHVV 9HQWXULQJ� �� �������

>��@ &RYDO� -� '�� 7� -� 0RVNRZLW]� ����� +RPH %LDV DW +RPH� /RFDO (TXLW\ 3UHIHUHQFH LQ 'RPHVWLF

3RUWIROLRV� -RXUQDO RI )LQDQFH� ��� ����������

>��@ &RYDO� -�'�� 7� -� 0RVNRZLW]� ����� 7KH *HRJUDSK\ RI ,QYHVWPHQW� ,QIRUPHG 7UDGLQJ DQG

$VVHW 3ULFHV� IRUWKFRPLQJ -RXUQDO RI 3ROLWLFDO (FRQRP\�

>��@ 'XQFDQ� *� -�� ����� (DUQLQJV )XQFWLRQV DQG 1RQSHFXQLDU\ %HQHnWV� -RXUQDO RI +XPDQ 5H�

VRXUFHV� ��� ��������

>��@ 'XQFDQ� *� -�� DQG )� 3� 6WDmRUG� ����� 'R 8QLRQ 0HPEHUV 5HFHLYH &RPSHQVDWLQJ :DJH

'LmHUHQWLDOV"� $PHULFDQ (FRQRPLF 5HYLHZ� �� ��������

>��@ 'XQQH� 7�� 0�-� 5REHUWV� DQG /� 6DPXHOVRQ� 3DWWHUQV RI )LUP (QWU\ DQG ([LW LQ 8�6� 0DQX�

IDFWXULQJ ,QGXVWULHV� ����� 5DQG -RXUQDO RI (FRQRPLFV ��� ��������

>��@ )DPD� (� )�� DQG .� 5� )UHQFK� ����D� 'LVDSSHDULQJ 'LYLGHQGV� &KDQJLQJ )LUP &KDUDFWHULVWLFV

RU /RZHU 3URSHQVLW\ WR 3D\"� IRUWKFRPLQJ -RXUQDO RI )LQDQFLDO (FRQRPLFV�

>��@ )DPD� (� )�� DQG .� 5� )UHQFK� ����E� 7KH (TXLW\ 3UHPLXP 3X]]OH� &563 :RUNLQJ 3DSHU�

8QLYHUVLW\ RI &KLFDJR�

>��@ )HQQ� *� :�� 1� /LDQJ� DQG 6� 3URZVH� ����� 7KH (FRQRPLFV RI WKH 3ULYDWH (TXLW\ 0DUNHW�

%RDUG RI *RYHUQRUV RI 7KH )HGHUDO 5HVHUYH 6\VWHP�

��



>��@ *XLVR� /�� 7� -DSSHOOL� DQG '� 7HUOL]]HVH� ����� ,QFRPH 5LVN� %RUURZLQJ &RQVWUDLQWV� DQG

3RUWIROLR &KRLFH� $PHULFDQ (FRQRPLF 5HYLHZ� ��� �� ��������

>��@ +DPLOWRQ� %� +�� ����� 'RHV (QWUHSUHQHXUVKLS 3D\" $Q (PSLULFDO $QDO\VLV RI WKH 5HWXUQV WR

6HOI�(PSOR\PHQW� -RXUQDO RI 3ROLWLFDO (FRQRP\� ���� ��������

>��@ +HDWK� &�� 6� +XGGDUW� DQG 0� /DQJ� 3V\FKRORJLFDO )DFWRUV DQG 6WRFN 2SWLRQ ([HUFLVH� 4XDU�

WHUO\ -RXUQDO RI (FRQRPLFV� ���� ��������

>��@ +HDWRQ� -� DQG '� /XFDV� ����D� 3RUWIROLR &KRLFH DQG $VVHW 3ULFHV� 7KH ,PSRUWDQFH RI (Q�

WUHSUHQHXULDO 5LVN� -RXUQDO RI )LQDQFH� ��� ����������

>��@ +HDWRQ� -� DQG '� /XFDV� ����E� :RUN LQ SURJUHVV� 8QLYHUVLW\ RI &KLFDJR�

>��@ +HPPHU� 7� 6� 0DWVXQDJD� DQG 7� 6KHYOLQ� ����� 7KH LQoXHQFH RI ULVN GLYHUVLnFDWLRQ RQ

WKH HDUO\ H[HUFLVH RI HPSOR\HH VWRFN RSWLRQV E\ H[HFXWLYH RpFHUV� -RXUQDO RI $FFRXQWLQJ DQG

(FRQRPLFV� ��� ������

>��@ +XEHUPDQ� *�� ����� )DPLOLDULW\ %UHHGV ,QYHVWPHQW� IRUWKFRPLQJ 5HYLHZ RI )LQDQFLDO 6WXGLHV�

>��@ +XGGDUW� 6�� ����� (PSOR\HH 6WRFN 2SWLRQV� -RXUQDO RI $FFRXQWLQJ DQG (FRQRPLFV� ��� ����

����

>��@ +XGGDUW� 6�� DQG 0� /DQJ� ����� (PSOR\HH VWRFN RSWLRQ H[HUFLVHV� $Q HPSLULFDO DQDO\VLV�

-RXUQDO RI $FFRXQWLQJ DQG (FRQRPLFV� ��� �����

>��@ ,QWHUQDO 5HYHQXH 6HUYLFH� ����� ,QFRPH 7D[ &RPSOLDQFH 5HVHDUFK� 6XSSRUWLQJ $SSHQGLFHV WR

3XEOLFDWLRQ ����� 3XEOLFDWLRQ ����� :DVKLQJWRQ� '&�

>��@ .HQQLFNHOO� $� %� DQG 0� 6WDUU�0F&OXHU� ����� &KDQJHV LQ )DPLO\ )LQDQFHV IURP ���� WR �����

(YLGHQFH IURP WKH 6XUYH\ RI &RQVXPHU )LQDQFHV� )HGHUDO 5HVHUYH %XOOHWLQ� ��� ��������

>��@ .HQQLFNHOO� $� %�� 0� 6WDUU�0F&OXHU� DQG $� (� 6XQGHQ� ����� )DPLO\ )LQDQFHV LQ WKH 8QLWHG

6WDWHV� 5HFHQW (YLGHQFH IURP WKH 6XUYH\ RI &RQVXPHU )LQDQFHV� )HGHUDO 5HVHUYH %XOOHWLQ� ���

�����

>��@ .HQQLFNHOO� $� %�� 0� 6WDUU�0F&OXHU� DQG %� -� 6XUHWWH� ����� 5HFHQW &KDQJHV LQ 8�6� )DPLO\

)LQDQFHV� 5HVXOWV IURP WKH ���� 6XUYH\ RI &RQVXPHU )LQDQFHV� )HGHUDO 5HVHUYH %XOOHWLQ� ���

�����

��



>��@ 3DJDQR� 0�� ����� 7KH )ORWDWLRQ RI &RPSDQLHV RQ WKH 6WRFN 0DUNHW� $ &RRUGLQDWLRQ )DLOXUH

0RGHO� (XURSHDQ (FRQRPLF 5HYLHZ� �� ����������

>��@ 3DJDQR� 0�� )� 3DQHWWD� DQG /� =LQJDOHV� ����� :K\ GR &RPSDQLHV *R 3XEOLF" $Q (PSLULFDO

$QDO\VLV� -RXUQDO RI )LQDQFH� ��� ������

>��@ 3RSNLQ� -�� DQG %� $� .LUFKKRm� ����� %XVLQHVV 6XUYLYDO 5DWHV E\ $JH &RKRUW RI %XVLQHVV� 8�

6� 6PDOO %XVLQHVV $GPLQLVWUDWLRQ�

>��@ 5RVHQ� 6�� ����� 7KH (FRQRPLFV RI 6XSHUVWDUV� $PHULFDQ (FRQRPLF 5HYLHZ� ��� ��������

>��@ 5XVVR� -� (�� DQG 3� -� +� 6FKRHPDNHU� ����� 0DQDJLQJ 2YHUFRQnGHQFH� 6ORDQ 0DQDJHPHQW

5HYLHZ� ��� �� �����

>��@ 6RXOHOHV� 1�� ����� +RXVHKROG 6HFXULW\ 3XUFKDVHV� 7UDQVDFWLRQ &RVWV� DQG +HGJLQJ 0RWLYHV�

ZRUNLQJ SDSHU� :KDUWRQ�

>��@ 8�6� 6PDOO %XVLQHVV $GPLQLVWUDWLRQ� ����� 6PDOO %XVLQHVV ,QGLFDWRUV� �����

>��@ 9LVVLQJ�-~UJHQVHQ� $�� ����� &RPPHQW RQ +HDWRQ� -� DQG '� /XFDV� 6WRFN 3ULFHV DQG )XQGD�

PHQWDOV� 1%(5 0DFURHFRQRPLFV $QQXDO� ��������

>��@ 9LVVLQJ�-~UJHQVHQ� $�� ����� 7RZDUGV DQ H[SODQDWLRQ RI KRXVHKROG SRUWIROLR FKRLFH KHWHUR�

JHQHLW\� 1RQnQDQFLDO LQFRPH DQG SDUWLFLSDWLRQ FRVW VWUXFWXUHV� ZRUNLQJ SDSHU� 8QLYHUVLW\ RI

&KLFDJR�

��



)LJXUH ��

3ULQFLSDO (TXLW\ 2ZQHUVKLS LQ 3ULYDWHO\ +HOG )LUPV

8VLQJ WKH ���� 1DWLRQDO 6XUYH\ RI 6PDOO %XVLQHVV )LQDQFHV IURP WKH )HGHUDO 5HVHUYH� WKH IUDFWLRQ RI HTXLW\ RZQHG E\ WKH

SULQFLSDO VKDUHKROGHU LQ SULYDWHO\ KHOG nUPV LV SORWWHG IRU YDULRXV W\SHV RI nUPV� 7KH DYHUDJH IUDFWLRQ RI SULQFLSDO RZQHUVKLS LV

SORWWHG IRU GHFLOHV RI nUPV VRUWHG E\ QXPEHU RI HPSOR\HHV� WRWDO DVVHW YDOXH� DQG nUP DJH� $OVR SORWWHG LV WKH UDWLR RI nUP WRWDO

HTXLW\ WR WRWDO DVVHWV DFURVV WKH GHFLOHV� 7KH GHFLOHV DUH FDOFXODWHG XVLQJ 166%) ZHLJKWV DQG nUPV DUH ZHLJKWHG ZLWKLQ GHFLOHV

DFFRUGLQJ WR WKH 166%) ZHLJKWV� 6LQFH WKH nUVW WZR GHFLOHV RI QXPEHUV RI HPSOR\HHV LV RQH� ZH WUHDW WKH ERWWRP �� SHUFHQW

RI nUPV DV RQH FDWHJRU\� SORWWLQJ D VLQJOH SRLQW RQ WKH JUDSK� 7KHUHIRUH� WKHUH DUH RQO\ � QXPEHU RI HPSOR\HHV FDWHJRULHV� EXW

WKHUH DUH �� DVVHW DQG nUP DJH JURXSV�

��



)LJXUH ��

7KH 5HWXUQV WR 3ULYDWH DQG 3XEOLF (TXLW\ ����� WR �����

7KH DQQXDO UHWXUQV WR ERRN HTXLW\ LQ SULYDWH �SURSULHWRUV DQG SDUWQHUVKLSV RQO\� DQG SXEOLF FRUSRUDWLRQV DUH SORWWHG EHORZ RYHU

WKH SHULRG ���� WR ����� HVWLPDWHG IURP WKH )HGHUDO 5HVHUYH
V )ORZ RI )XQGV $FFRXQW DQG &563�&RPSXVWDW� UHVSHFWLYHO\�

��



)LJXUH ��

7KH &RQGLWLRQDO 'LVWULEXWLRQ RI 5HWXUQV WR 3ULYDWH (TXLW\ $FURVV +RXVHKROGV

+RXVHKROG GDWD IURP WKH ���� 6&) DUH XVHG LQ 3DQHO $ DQG IURP WKH ���� 6&) LQ 3DQHO %� 7KH nUVW SORW LQ HDFK SDQHO FRPSXWHV

WKH KLVWRJUDP RI JHRPHWULF DYHUDJH DQQXDO FDSLWDO JDLQV DFFUXHG DFURVV KRXVHKROGV� GHnQHG DV WKH UDWLR RI YDOXH WRGD\ GLYLGHG

E\ RULJLQDO LQYHVWPHQW� UDLVHG WR RQH RYHU WKH QXPEHU RI \HDUV WKH LQYHVWPHQW ZDV KHOG� PLQXV RQH� 7KH VHFRQG SORW FRPSXWHV

WKH KLVWRJUDP RI HDUQLQJV UDWHV �HDUQLQJV GLYLGHG E\ PDUNHW YDOXH RI HTXLW\� DFFUXHG DFURVV KRXVHKROGV RYHU WKHLU LQYHVWPHQW

KRUL]RQ� (DUQLQJV DUH DVVXPHG WR KDYH EHHQ FRQVWDQW RYHU WLPH IRU D JLYHQ KRXVHKROG� 7KH WKLUG SORW FRPSXWHV WKH KLVWRJUDP

DFURVV KRXVHKROGV RI WKH DYHUDJH UHWXUQ RQ LQYHVWPHQW LI KRXVHKROGV KDG LQYHVWHG WKHLU ZHDOWK LQ WKH &563 LQGH[ RI DOO SXEOLFO\

WUDGHG VWRFNV �L�H�� YDOXH�ZHLJKWHG LQGH[ RI DOO 1<6(� $0(;� DQG 1$6'$4 VWRFNV� RYHU WKH VDPH KRUL]RQ DV WKHLU SULYDWH

HTXLW\ LQYHVWPHQW� 7KH IRXUWK SORW LV WKH KLVWRJUDP DFURVV KRXVHKROGV RI WKH WRWDO DYHUDJH UHWXUQ �FDSLWDO JDLQ SOXV HDUQLQJV�

ZKHUH ��� RI HDUQLQJV DUH DVVXPHG WR EH UHWDLQHG LQ WKH nUP� RQ SULYDWH HTXLW\ LQ H[FHVV RI WKH &563 LQGH[ UHWXUQ RYHU WKH

VDPH KRUL]RQ IRU HDFK KRXVHKROG�

��



7DEOH ,�
3ULYDWH (TXLW\ DQG 2ZQ &RPSDQ\ 6WRFN 2ZQHUVKLS

6XPPDU\ VWDWLVWLFV IRU KRXVHKROGV DUH UHSRUWHG IURP WKH ����� ����� ����� DQG ���� 6XUYH\ RI &RQ�

VXPHU )LQDQFHV� DV ZHOO DV WKH DYHUDJH DFURVV DOO IRXU VXUYH\ \HDUV� 3DQHO $ FRQWDLQV VXPPDU\
VWDWLVWLFV RQ SULYDWH HTXLW\ RZQHUVKLS DQG 3DQHO % FRQWDLQV LQIRUPDWLRQ RQ RZQ FRPSDQ\ VWRFN KROG�
LQJV� GHnQHG DV RZQHUVKLS LQ D nUP IRU ZKLFK D KRXVHKROG PHPEHU LV RU KDV EHHQ HPSOR\HG� IRU SXEOLFO\
WUDGHG nUPV� $OO VWDWLVWLFV UHSRUWHG DUH DYHUDJHV RI DOO nYH 6&) LPSXWDWLRQV�

3DQHO $� 3ULYDWH (TXLW\ 2ZQHUVKLS
���� ����\ ���� ���� $YHUDJH

� RI 7RWDO 3ULYDWH (TXLW\] 2ZQHG %\ +RXVHKROGV ZLWK
w ��� QHW ZRUWK LQ SULYDWH HTXLW\ ���� ���� ���� ���� ����
w ��� QHW ZRUWK LQ SULYDWH HTXLW\ ���� ���� ���� ���� ����
w ��� QHW ZRUWK LQ SULYDWH HTXLW\ ���� ���� ���� ���� ����

0HDQ � RI 1HW :RUWK ,QYHVWHG LQ 3ULYDWH (TXLW\
IRU +RXVHKROGV ZLWK 3RVLWLYH 3ULYDWH (TXLW\ DQG 1HW :RUWK
6&) ZHLJKWV RQO\ ���� ���� ���� ���� ����
:HLJKWHG E\ QHW ZRUWK ���� ���� ���� ���� ����

0HDQ � RI 3ULYDWH (TXLW\ +HOG LQ 2QH $FWLYHO\ 0DQDJHG )LUP
IRU +RXVHKROGV ZLWK 3RVLWLYH 3ULYDWH (TXLW\
6&) ZHLJKWV RQO\ ���� ���� ���� ���� ����
:HLJKWHG E\ DPRXQW RI SULYDWH HTXLW\ ���� ���� ���� ���� ����

3DQHO %� 2ZQ &RPSDQ\ 6WRFN 2ZQHUVKLS LQ 3XEOLF )LUPV
���� ���� ���� ���� $YHUDJH

� RI 7RWDO 3XEOLF (TXLW\ 2ZQHG %\ +RXVHKROGV ZLWK
w ��� RI WKHLU HTXLW\ KROGLQJV LQ RZQ FRPSDQ\ ���� ���� ���� ���� ����
w ��� RI WKHLU HTXLW\ KROGLQJV LQ RZQ FRPSDQ\ ���� ��� ��� ��� ���
w ��� RI WKHLU HTXLW\ KROGLQJV LQ RZQ FRPSDQ\ ��� ��� ��� ��� ���

0HDQ � RI 1HW :RUWK ,QYHVWHG LQ 2ZQ &RPSDQ\ 6WRFN
IRU +RXVHKROGV ZLWK 3RVLWLYH 2ZQ &RPSDQ\ 6WRFN DQG 1HW :RUWK
6&) ZHLJKWV RQO\ ��� ��� ���� ���� ���
:HLJKWHG E\ QHW ZRUWK ��� ��� ���� ���� ����

0HDQ � RI 'LUHFWO\ +HOG (TXLW\ LQ 2ZQ &RPSDQ\ 6WRFN
IRU +RXVHKROGV ZLWK 3RVLWLYH 2ZQ &RPSDQ\ 6WRFN
6&) ZHLJKWV RQO\ ���� ���� ���� ���� ����
:HLJKWHG E\ DPRXQW RI GLUHFWO\ KHOG HTXLW\ ���� ���� ���� ���� ����

0HDQ � RI 'LUHFWO\ DQG ,QGLUHFWO\ +HOG (TXLW\ LQ 2ZQ &RPSDQ\ 6WRFN
IRU +RXVHKROGV ZLWK 3RVLWLYH 2ZQ &RPSDQ\ 6WRFN
6&) ZHLJKWV RQO\ ���� ���� ���� ���� ����
:HLJKWHG E\ WRWDO HTXLW\ KHOG ���� ���� ���� ����� ����
] 2ZQHUVKLS E\ KRXVHKROGV ZLWK QHJDWLYH QHW ZRUWK LQFOXGHG LQ WRWDO SULYDWH HTXLW\ QXPEHUV�
\ )RU ����� GDWD IRU WZR KRXVHKROGV ZLWK YHU\ ODUJH RXWOLHUV IRU RQH RI WKH LPSXWDWLRQV ZHUH GHOHWHG WR
JHW VHQVLEOH UHVXOWV� 'DWD IRU RQH KRXVHKROG UHSRUWLQJ LQFRQVLVWHQW RZQ FRPSDQ\ VWRFN GDWD LQ ����
ZHUH DOVR GURSSHG�

��



7DEOH ,,�
7KH 6L]H RI 3ULYDWH DQG 3XEOLF (TXLW\ 0DUNHWV

7KH PDUNHW YDOXHV RI SULYDWH DQG SXEOLF HTXLW\ DUH UHSRUWHG EHORZ� (VWLPDWHV RI WKH VL]H RI SULYDWHO\ KHOG HTXLW\ DQG
WKH FRPSRQHQWV XVHG WR FRPSXWH UHWXUQV WR LQYHVWLQJ LQ SULYDWH HTXLW\ DUH REWDLQHG IURP WZR VRXUFHV� 3DQHO $ FRQWDLQV
GDWD IURP WKH ����� ����� ����� DQG ���� 6XUYH\ RI &RQVXPHU )LQDQFHV� $OO 6&) QXPEHUV DUH FDOFXODWHG E\ DYHUDJLQJ
RYHU DOO � LPSXWDWLRQV� 3DQHO % FRQWDLQV GDWD IURP WKH )HGHUDO 5HVHUYH
V )ORZ RI )XQGV $FFRXQW �))$�� 7KH QXPEHUV
DUH UHSRUWHG IRU ����� ����� ����� DQG ���� IRU FRPSDULVRQ WR WKH 6&) GDWD� 3DQHO & FRQWDLQV GDWD RQ SXEOLFO\ WUDGHG
HTXLW\ IURP WKH &HQWHU IRU 5HVHDUFK LQ 6HFXULW\ 3ULFHV �&563��

���� ���� ���� ����

3DQHO $� 3ULYDWH (TXLW\ �� ELOOLRQ�� 6XUYH\ RI &RQVXPHU )LQDQFHV

3URSULHWRUV DQG 3DUWQHUVKLSV ����� PDUNHW�WR�ERRN  ����� ����� ����� ����� �����
6 DQG 2WKHU &RUSRUDWLRQV ����� PDUNHW�WR�ERRN  ����� ����� ����� ����� �����
7\SH XQNQRZQ ��� �� ��� ���
7RWDO 3ULYDWH (TXLW\ �0DUNHW 9DOXH� ����� ����� ����� �����

3XEOLF HTXLW\ �0DUNHW 9DOXH� ����� ����� ����� �����
5DWLR� 3ULYDWH�3XEOLF (TXLW\ ���� ���� ���� ����

3URnWV �� ELOOLRQ�
3URSULHWRUV DQG 3DUWQHUVKLSV ��� ��� ��� ���

6 DQG 2WKHU &RUSRUDWLRQV\ ��� ��� ��� ���
7\SH XQNQRZQ �� �� �� ��

�+RXUV ZRUNHG�d�HVWLPDWHG ZDJH UDWH�]
IRU HQWUHSUHQHXUV ZLWK QR VHOI�HPSOR\PHQW VDODU\ ��� ��� ��� ���
7RWDO VDODU\ SDLG WR VHOI�HPSOR\HG PDQDJHUV ��� ��� ��� ���
3ULFH�WR�(DUQLQJV UDWLR ���� ���� ���� ����
3ULFH�WR�(DUQLQJV UDWLR Z� VDODU\ DGM� ���� ���� ���� ����

3DQHO %� 3ULYDWH (TXLW\ �� ELOOLRQ�� )ORZ RI )XQGV $FFRXQW

(TXLW\ LQ 1RQFRUSRUDWH %XVLQHVV �������� �������� �������� ��������
b9DOXH RI �b � )DPLO\ 5HQWDO 3URSHUWLHV �IURP 6&)� ������ ������ �������� ��������
 3ULYDWH (TXLW\� 3URSULHWRUV DQG 3DUWQHUVKLSV �%RRN 9DOXH� �������� �������� �������� ��������

d ���� �6&) PDUNHW�WR�ERRN UDWLR� �������� �������� �������� ��������
$OO 6 DQG & &RUSRUDWLRQV �0DUNHW 9DOXH� �������� �������� �������� ���������
b3XEOLF (TXLW\ �0DUNHW 9DOXH IURP &563� �������� �������� �������� ���������
 3ULYDWH (TXLW\� 6 DQG & &RUSRUDWLRQV �0DUNHW 9DOXH� ������ �������� �������� ��������
7RWDO 3ULYDWH (TXLW\ �0DUNHW 9DOXH� �������� �������� �������� ��������

5DWLR� 3ULYDWH�3XEOLF (TXLW\ ���� ���� ���� ����

,QFRPH DQG 'LYLGHQGV ��<HDU 7RWDO �� ELOOLRQ� ������� ������� �������
3URSULHWRUV
 ,QFRPH �������� �������� ��������
'LYLGHQGV� 6 DQG & &RUSRUDWLRQV ������ ������ ������

3DQHO &� 3XEOLF (TXLW\ �� ELOOLRQ�� &HQWHU IRU 5HVHDUFK LQ 6HFXULW\ 3ULFHV

0DUNHW 9DOXH ������� ������� ������� ��������
0DUNHW�WR�%RRN UDWLRe ���� ���� ���� ����
3ULFH�WR�(DUQLQJV UDWLRe ����� ����� ����� �����

6WRFN ,VVXHV DQG 'LYLGHQGV ��<HDU 7RWDO �� ELOOLRQ� ������� ������� �������
'LYLGHQGV DQG UHSXUFKDVHVee ������ ������ ������
1HZ ,VVXHVeee ����� ����� ������
\ (DUQLQJV DUH DIWHU WD[� DVVXPLQJ D �� SHUFHQW FRUSRUDWH WD[ UDWH ZKLFK RQO\ DSSOLHV WR & FRUSRUDWLRQV�
] +RXUV ZRUNHG E\ KHDG RU VSRXVH IRU VHOI�HPSOR\HG SHUVRQV ZLWK SRVLWLYH HTXLW\ LQ D EXVLQHVV LQ ZKLFK WKH\ KDYH DQ
DFWLYH PDQDJHPHQW UROH DQG ZKR GLG QRW UHSRUW VDODU\ UHFHLYHG� (VWLPDWHG ZDJH UDWHV DUH GHWHUPLQHG E\ nUVW UHJUHVVLQJ
ZDJH UDWHV RI HPSOR\HG KRXVHKROG PHPEHUV RQ HGXFDWLRQDO DQG GHPRJUDSKLF DWWULEXWHV� DQG WKHQ XVLQJ WKH UHJUHVVLRQ
HTXDWLRQ WR SUHGLFW ZDJH UDWHV RI VHOI�HPSOR\HG KRXVHKROG PHPEHUV ZLWK QR VDODU\ UHSRUWHG�

 0DUNHW�WR�%RRN UDWLRV DQG 3ULFH�WR�(DUQLQJV UDWLRV DUH EDVHG RQ &563 nUPV ZKR FDQ EH PDWFKHG WR &RPSXVWDW�

 'LYLGHQGV DQG UHSXUFKDVHV FDOFXODWHG EDVHG RQ &563 LQFRPH UHWXUQV DQG PDUNHW YDOXHV�

 'DWD IRU QHZ LVVXHV �,32V� JHQHURXVO\ SURYLGHG E\ -D\ 5LWWHU�

��



7DEOH ,,,�
7KH 5HWXUQV RI 3ULYDWH (TXLW\

3DQHO $ UHSRUWV WKH UHWXUQV WR DOO SULYDWH HTXLW\ EDVHG RQ HVWLPDWHV RI WKH VL]H RI SULYDWHO\ KHOG HTXLW\ DQG WKHLU HDUQLQJV
IURP 7DEOH ,,� 7KH UHWXUQ HVWLPDWHV SULPDULO\ SHUWDLQ WR GDWD IURP RXU PDLQ VRXUFH� WKH ����� ����� ����� DQG ���� 6XUYH\
RI &RQVXPHU )LQDQFHV� $OO 6&) QXPEHUV DUH FDOFXODWHG E\ DYHUDJLQJ RYHU DOO � LPSXWDWLRQV� 5HWXUQV DUH FDOFXODWHG XVLQJ
YDULRXV DVVXPSWLRQV DERXW UHWDLQHG HDUQLQJV� VDODULHV HDUQHG� ,32 SURFHHGV� VDPSOH FRPSRVLWLRQ FKDQJHV GXH WR QHZ nUP ELUWKV
DQG PHUJHU DFWLYLW\� DQG WD[ HYDVLRQ� ,Q DGGLWLRQ� SULYDWH HTXLW\ UHWXUQ HVWLPDWHV DUH FDOFXODWHG XVLQJ GDWD IURP WKH )HGHUDO
5HVHUYH
V )ORZ RI )XQGV $FFRXQW �))$� IRU FRPSDULVRQ� 3DQHO % UHSRUWV UHWXUQV WR SXEOLFO\ WUDGHG HTXLW\ RYHU WKH VDPH WLPH
SHULRG IURP WKH 6&) DQG WKH &HQWHU IRU 5HVHDUFK LQ 6HFXULW\ 3ULFHV �&563� IRU FRPSDULVRQ WR WKH SULYDWH HTXLW\ QXPEHUV� $OO
UHWXUQV DUH QRPLQDO�

3DQHO $� 3ULYDWH (TXLW\ 5HWXUQV
$GMXVWPHQWV IRU $QQXDO 5HWXUQV

5HWDLQHG (DUQLQJV )LUP 0HUJHUV 7D[ �SHUFHQW SHU \HDU�

& &RUS� 3�3�6 6DODU\\ ,32V %LUWKV 	 $FTXLV�] (YDVLRQ ������� ������� �������

'DWD IURP WKH 6&)
�� ��� ��� ^ ^ ^ ^ ^ ����� ����� �����
�� ��� ��� <HV ^ ^ ^ ^ ���� ����� �����
�� ��� ��� <HV <HV ^ ^ ^ ���� ����� �����
�� ��� ��� <HV <HV <HV ^ ^ ���� ����� �����
�� ��� ��� <HV <HV <HV <HV ^ ���� ����� �����
�� ��� �� <HV <HV <HV <HV ^ ����� ����� �����
�� ��� ��� <HV <HV <HV <HV UHFRPP� ����� ����� �����
�� ��� ��� <HV <HV <HV <HV DVVHVVHG ���� ����� �����
�� ��� ��� <HV <HV <HV <HV PXOWLSOLHU ����� ����� �����

'DWD IURP WKH ))$
��� DFWXDO ��� ^ ^ ^ ^ ^ ����� ����� �����
��� DFWXDO ��� <HV ^ ^ ^ ^ ���� ����� �����
��� DFWXDO ��� <HV <HV ^ ^ ^ ���� ����� �����

$QQXDO 5HWXUQV
5HWDLQHG (DUQLQJV ���� � ����
&	6 &RUS� 3	3 6DODU\\ 0�% 3	3 $ULWK� *HRP�

��� DFWXDO ��� <HV ���� ���� ����
��� DFWXDO ��� <HV ���� ����� �����
��� 3	3� %RRN (TXLW\ UHWXUQ� Z�VDODU\ DGM�� �������� DULWK� DYJ� �VWG�� ����� ������

3DQHO %� 3XEOLF (TXLW\ 5HWXUQV
$QQXDO 5HWXUQV $QQXDO 5HWXUQV
����������� �SHUFHQW SHU \HDU�

$ULWK� *HRP� 6WGHY� ������� ������� �������

��� &563 'DWD ����� ����� ����� ����� ����� �����
��� &563 'DWD� ZLWK 7DNHRYHU $GMXVWPHQW ����� ����� �����

��� &563 'DWD� %RRN (TXLW\ UHWXUQ� �������� DULWK� DYJ� �VWG�� ����� ������

��� &563 'DWD� 6PDOOHVW 'HFLOH ����� ����� ����� ����� ����� �����
��� 6&) 'DWD ����� ����� �����
��� 6&) 'DWD� ZLWK ,32 DQG 7DNHRYHU $GMXVWPHQW ����� ����� �����
\ :KHQ VDODULHV DUH QRW UHSRUWHG IRU VHOI�HPSOR\HG KRXVHKROGV� WKH VDODU\ DGMXVWPHQW LV WKH KRXUV ZRUNHG E\ KHDG RU VSRXVH
IRU VHOI�HPSOR\HG SHUVRQV WLPHV WKH HVWLPDWHG KRXUO\ ZDJH UDWH IRU WKH SHUVRQ� (VWLPDWHG ZDJH UDWHV DUH GHWHUPLQHG E\ nUVW
UHJUHVVLQJ ZDJH UDWHV RI HPSOR\HG KRXVHKROG PHPEHUV RQ HGXFDWLRQDO DQG GHPRJUDSKLF DWWULEXWHV� DQG WKHQ XVLQJ WKH UHJUHVVLRQ
HTXDWLRQ WR SUHGLFW ZDJH UDWHV RI VHOI�HPSOR\HG KRXVHKROG PHPEHUV ZLWK QR VDODU\ UHSRUWHG�
] 2EWDLQHG IURP 6HFXULWLHV 'DWD &RUSRUDWLRQ IRU HDFK \HDU RYHU WKH VXUYH\ SHULRG�

 2EWDLQHG IURP WKH ,56
V 7D[SD\HU &RPSOLDQFH 0HDVXUHPHQW 3URJUDP IRU ����� 7KH DVVHVVHG WD[ DGMXVWPHQW IRU & FRUSRUD�
WLRQV �SURSULHWRUVKLSV� SDUWQHUVKLSV� DQG 6 FRUSRUDWLRQV� LV ����� �������� WKH UHFRPPHQGHG WD[ DGMXVWPHQW LV ����� ��������
DQG WKH PXOWLSOLHU WD[ DGMXVWPHQW LV ����� ��������

 ,32� DQG WDNHRYHU DGMXVWPHQWV DVVXPH KRXVHKROGV RZQ �� SHUFHQW RI DOO SXEOLF HTXLW\� 7KLV FRUUHVSRQGV DSSUR[LPDWHO\ WR
WKH VKDUH RI FRUSRUDWH HTXLW\ RZQHG E\ KRXVHKROGV �GLUHFWO\ DQG LQGLUHFWO\� LQ WKH ))$ IRU WKLV SHULRG�

��



7DEOH ,9�
0HUJHU DQG $FTXLVLWLRQ $FWLYLW\ LQ 3ULYDWH DQG 3XEOLF )LUPV

7KH WRWDO GROODU DPRXQW DQG QXPEHU RI WUDQVDFWLRQV RI PHUJHU DQG DFTXLVLWLRQ DFWLYLW\ LQ
WKH SULYDWH DQG SXEOLF HTXLW\ PDUNHWV DUH UHSRUWHG EHORZ RYHU WKH SHULRG -DQXDU\� ����
WR 'HFHPEHU� ����� 7KH GDWD DUH REWDLQHG IURP 6HFXULWLHV 'DWD &RUSRUDWLRQ �6'&�� ZKR
UHFRUGV WKH YROXPH RI PHUJHU DQG DFTXLVLWLRQ DFWLYLW\ IRU ERWK SXEOLF DQG SULYDWHO\ KHOG
nUPV� 5HSRUWHG IRU HDFK \HDU DUH WKH WRWDO GROODU DPRXQW �LQ � PLOOLRQV� DQG QXPEHU RI
WUDQVDFWLRQV �LQ SDUHQWKHVHV� LQYROYLQJ SXEOLF nUP DFTXLVLWLRQV RI SULYDWH nUPV� SULYDWH
nUP DFTXLVLWLRQV RI RWKHU SULYDWH nUPV� SULYDWH nUP DFTXLVLWLRQV RI SXEOLF nUPV� DQG
WKH VXP RI WKHVH WKUHH FDWHJRULHV� %RWK WKH WRWDO QXPEHU RI WUDQVDFWLRQV DQG QXPEHU
ZLWK DYDLODEOH SULFH LQIRUPDWLRQ DUH UHSRUWHG� 6LQFH GROODU DPRXQWV RQO\ UHoHFW WKRVH
WUDQVDFWLRQV ZLWK SULFH LQIRUPDWLRQ� ZH DOVR UHSRUW WKH VFDOHG YDOXH RI GHDOV E\ DVVXPLQJ
WKH DFTXLVLWLRQV ZLWK PLVVLQJ SULFH LQIRUPDWLRQ WUDQVDFWHG DW WKH DYHUDJH YDOXH�

� 0LOOLRQV
7DUJHW� 3ULYDWH 3ULYDWH 3XEOLF 6XP RI
$FTXLUHU� 3XEOLF 3ULYDWH 3ULYDWH &ROXPQV ���

���� ��������� �������� ��������� ����������
�� 'HDOV� Z�SULFH� ����� ���� ����� ��� ����� ���� ������ ����
6FDOHG 9DOXH ��������� ��������� ��������� ����������

���� ��������� �������� ��������� ���������
�� 'HDOV� Z�SULFH� ����� ���� ����� ��� ����� ���� ������ ����
6FDOHG 9DOXH ��������� ��������� ��������� ���������

���� �������� �������� �������� ���������
�� 'HDOV� Z�SULFH� ����� ���� ����� ��� ����� ���� ������ ����
6FDOHG 9DOXH ��������� ��������� �������� ���������

���� ��������� �������� �������� ���������
�� 'HDOV� Z�SULFH� ������ ���� ����� ���� ����� ���� ������ �����
6FDOHG 9DOXH ��������� ��������� �������� ���������

���� ��������� �������� ��������� ���������
�� 'HDOV� Z�SULFH� ������ ���� ����� ���� ����� ���� ������ �����
6FDOHG 9DOXH ��������� ��������� ��������� ���������

���� ��������� �������� ��������� ���������
�� 'HDOV� Z�SULFH� ������ ����� ����� ���� ����� ���� ������ �����
6FDOHG 9DOXH ��������� ��������� ��������� ���������

���� ��������� �������� ��������� ���������
�� 'HDOV� Z�SULFH� ������ ����� ����� ���� ����� ���� ������ �����
6FDOHG 9DOXH ��������� ��������� ��������� ����������

���� ��������� ��������� ��������� ����������
�� 'HDOV� Z�SULFH� ������ ����� ����� ���� ����� ���� ������ �����
6FDOHG 9DOXH ���������� ��������� ��������� ����������

���� ��������� ��������� ��������� ����������
�� 'HDOV� Z�SULFH� ������ ����� ����� ���� ����� ���� ������ �����
6FDOHG 9DOXH ���������� ��������� ��������� ����������

���� ��������� ��������� ��������� ����������
�� 'HDOV� Z�SULFH� ������ ����� ����� ���� ����� ���� ������ �����
6FDOHG 9DOXH ���������� ��������� ���������� ����������

���� ��������� ��������� ��������� ����������
�� 'HDOV� Z�SULFH� ������ ����� ����� ���� ����� ���� ������ �����
6FDOHG 9DOXH ���������� ��������� ��������� ����������

��



7DEOH 9�
$FWXDO 5HSRUWHG 5HWXUQV IURP 3ULYDWH (TXLW\ )XQGV

5HSRUWHG LQWHUQDO UDWHV RI UHWXUQV IURP YDULRXV SULYDWH HTXLW\ IXQGV DUH UHSRUWHG EHORZ IURP ���� WR ����� REWDLQHG IURP
9HQWXUH (FRQRPLFV� 7KH YDOXH�ZHLJKWHG PHDQ DV ZHOO DV WKH PD[LPXP� PLQLPXP� PHGLDQ� DQG ��WK DQG ��WK SHUFHQWLOHV
DUH UHSRUWHG IRU DOO EX\RXW DQG PH]]DQLQH IXQGV� YHQWXUH FDSLWDO IXQGV� DQG DOO SULYDWH HTXLW\ IXQGV FRYHUHG E\ 9HQWXUH

(FRQRPLFV� 7KHVH UHWXUQV DUH EDVHG RQ FDVK oRZ HVWLPDWHV UHSRUWHG WR 9HQWXUH (FRQRPLFV E\ WKH IXQGV WKHPVHOYHV�
$OO UHWXUQV DUH JHRPHWULF DYHUDJHV DQG DUH UHSRUWHG RYHU nYH \HDU VXESHULRGV DORQJ ZLWK WKHLU VWDQGDUG GHYLDWLRQV� )RU
FRPSDULVRQ� WKH ODVW FROXPQ UHSRUWV UHWXUQV IRU WKH &563 YDOXH�ZHLJKWHG LQGH[ RI DOO SXEOLFO\ WUDGHG HTXLWLHV RYHU WKH
VDPH SHULRG�

7LPH�6HULHV
<HDUV � )XQGV 0HDQ 0D[ ��WK � 0HGLDQ ��WK � 0LQ 6WGHY� &563 ,QGH[

%X\RXW DQG 0H]]DQLQH )XQGV
��������� �� ���� ����� ���� ���� ����� ����� ���� �����
��������� ��� ����� ������ ����� ���� ���� ������ ����� �����
��������� ��� ����� ������ ����� ���� ����� ������ ����� ����
��������� ��� ����� ������� ����� ���� ����� ������ ���� �����
��������� ����� ������ ����� ���� ����� ������ ����� �����

9HQWXUH &DSLWDO )XQGV
��������� ��� ����� ������ ����� ���� ����� ������ ����� �����
��������� ��� ���� ������ ���� ���� ����� ������ ����� �����
��������� ��� ����� ������ ����� ���� ����� ������ ����� ����
��������� ��� ����� ������� ����� ���� ����� ������ ����� �����
��������� ����� ������ ����� ���� ����� ������ ����� �����

$OO 3ULYDWH (TXLW\ )XQGV
��������� ��� ����� ������ ����� ���� ����� ������ ����� �����
��������� ��� ����� ������ ���� ���� ����� ������ ����� �����
��������� ��� ����� ������ ����� ���� ����� ������ ����� ����
��������� ����� ����� ������� ����� ���� ����� ������ ���� �����
��������� ����� ������ ����� ���� ����� ������ ����� �����

6RXUFH� 9HQWXUH (FRQRPLFV� ����� ZZZ�YHQWXUHHFRQRPLFV�FRP�

��



7DEOH 9,�
:KDW (OVH 'R (QWUHSUHQHXUV +ROG LQ 7KHLU 3RUWIROLRV"

5HSRUWHG EHORZ DUH WKH SRUWIROLR VKDUHV RI KRXVHKROGV LQ YDULRXV DVVHW FODVVHV DV D SHUFHQWDJH RI WRWDO DVVHWV KHOG� 3DQHO $ UHSRUWV GDWD IURP WKH ���� 6XUYH\ RI

&RQVXPHU )LQDQFHV �6&)� DQG 3DQHO % IURP WKH ���� 6&)� 7RWDO DVVHWV DUH GHnQHG DV WKH VXP RI FDVK� ERQGV� ELOOV� VWRFNV� OLIH LQVXUDQFH� YHKLFOHV� KRXVLQJ DQG
RWKHU UHDO HVWDWH� DQG SULYDWH HTXLW\� 'HEW�$VVHWV LV WKH UDWLR RI WRWDO GHEW RXWVWDQGLQJ WR WRWDO DVVHWV� 7KH PHDQ DQG PHGLDQ �LQ SDUHQWKHVHV� SRUWIR OLR VKDUHV DUH
UHSRUWHG IRU KRXVHKROGV ZLWK JUHDWHU WKDQ ������ LQ DVVHWV DQG JUHDWHU WKDQ �������� LQ DVVHWV� 3RUWIROLR VKDUHV DUH DOVR UHSRUWHG VHSDUDWHO\ IRU KRXVHKROGV ZLWK
QR SURSULHWDU\ EXVLQHVV RZQHUVKLS DQG IRU WKRVH ZKR RZQ D EXVLQHVV� 6WDWLVWLFV DUH UHSRUWHG XVLQJ ERWK 6&) ZHLJKWV RQO\ DQG ZHLJKWLQJ KRXVHKROGV E\ ER WK 6&)
ZHLJKWV DQG WRWDO DVVHW YDOXH�

+RXVHKROGV ZLWK ! ������ LQ $VVHWV +RXVHKROGV ZLWK ! �������� LQ $VVHWV
1R %XVLQHVV 2ZQ %XVLQHVV 1R %XVLQHVV 2ZQ %XVLQHVV

ZHLJKW� 6&) RQO\ 6&)�$VVHWV 6&) RQO\ 6&)�$VVHWV 6&) RQO\ 6&)�$VVHWV 6&) RQO\ 6&)�$VVHWV

3DQHO $� ���� 6XUYH\ RI &RQVXPHU )LQDQFHV
)LQDQFLDO :HDOWK �� $VVHWV�
&DVK ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������
%RQGV ���� ������ ����� ������ ���� ������ ���� ������ ����� ������ ����� ������ ���� ������ ���� ������
3XEOLF (TXLW\ ���� ������ ����� ������ ���� ������ ���� ������ ���� ������ ����� ������ ���� ������ ���� ������
/LIH ,QVXUDQFH ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������
2WKHU ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������
1RQ�)LQDQFLDO :HDOWK �� $VVHWV�
9HKLFOHV ����� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������
3ULPDU\ 5HVLGHQFH ����� ������� ����� ������� ����� ������� ����� ������ ����� ������� ����� ������� ����� ������� ����� ������
2WKHU 5HDO (VWDWH ���� ������ ����� ������ ���� ������ ����� ������ ���� ������ ����� ������ ����� ������ ����� ������
3ULYDWH (TXLW\ ���� ������ ���� ������ ����� ������� ����� ������� ���� ������ ���� ������ ����� ������� ����� �������
2WKHU ����� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������

'HEW�$VVHWV ����� ������� ����� ������� ����� ������� ����� ������� ����� ������� ����� ������� ����� ������� ����� �������

3DQHO %� ���� 6XUYH\ RI &RQVXPHU )LQDQFHV
)LQDQFLDO :HDOWK �� $VVHWV�
&DVK ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������
%RQGV ���� ������ ����� ������ ���� ������ ���� ������ ���� ������ ����� ������ ���� ������ ���� ������
3XEOLF (TXLW\ ����� ������ ����� ������� ����� ������ ����� ������ ����� ������ ����� ������� ����� ������ ����� ������
/LIH ,QVXUDQFH ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������
2WKHU ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������
1RQ�)LQDQFLDO :HDOWK �� $VVHWV�
9HKLFOHV ����� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������ ���� ������
3ULPDU\ 5HVLGHQFH ����� ������� ����� ������� ����� ������� ����� ������ ����� ������� ����� ������� ����� ������� ����� ������
2WKHU 5HDO (VWDWH ���� ������ ���� ������ ���� ������ ����� ������ ���� ������ ����� ������ ���� ������ ����� ������
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