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&ULPLQDO�EHKDYLRU��D�UHDO�RSWLRQ�DSSURDFK:LWK�DQ�DSSOLFDWLRQ�WR�UHVWULFWLQJ�LOOHJDO�LQVLGHU�WUDGLQJ

3HWHU�-DQ�(QJHOHQ�'HSDUWPHQW�RI�$FFRXQWLQJ�DQG�)LQDQFH��8QLYHUVLW\�RI�$QWZHUS��%HOJLXP
$EVWUDFW7UDGLWLRQDOO\�� FULPLQDO� EHKDYLRU� LV� DQDO\]HG� ZLWKLQ� DQ� H[SHFWHG� XWLOLW\� IUDPHZRUN�� 7KLV� SDSHU� RIIHUV� DQDOWHUQDWLYH�PRGHO�WR�DQDO\]H�FULPLQDO�EHKDYLRU�EDVHG�RQ�UHDO�RSWLRQ�PRGHOV��,W�LV�VKRZQ�WKDW�DOO�FULPLQDO�GHFLVLRQVFDQ�EH�DQDO\]HG�DV�UHDO�RSWLRQV��LQ�D�VHQVH�WKDW�WKH\�FRQIHU�WKH�SRVVLELOLW\�EXW�QRW�WKH�REOLJDWLRQ�WR�FRPPLW�D�FULPH�LQWKH�IXWXUH� 7KH�FULPLQDO�RSWLRQ�PRGHO� LV�D� ULFKHU�PRGHO�FRPSDUHG� WR�FRQYHQWLRQDO�HFRQRPLF�PRGHOV�RI�FULPH�EHFDXVH� LW� WDNHV� LQWR� DFFRXQW� IRXU� DGGLWLRQDO� YDULDEOHV�� 7KH� FULPLQDO� RSWLRQ� PRGHO� LV� WKHQ� DSSOLHG� WR� WKHHQIRUFHPHQW�RI�LOOHJDO�LQVLGHU�WUDGLQJ��%DVHG�RQ�WKH�VL[�YDOXH�GULYHUV�RI�FULPLQDO�RSWLRQV��DQ�DFWLYH�PDQDJHPHQWVWUDWHJ\�FDQ�EH�GHYHORSHG�IRU�ERWK�WKH�FULPLQDO�DV�IRU�WKH�OHJLVODWRU�
.H\ZRUGV� LQVLGHU�WUDGLQJ��HQIRUFHPHQW��FULPLQDO�EHKDYLRU��UHDO�RSWLRQV
-(/�FODVVLILFDWLRQ� .��

��,QWURGXFWLRQ
$OWKRXJK�LW�LV�D�SODXVLEOH�K\SRWKHVLV�WR�DVVXPH�WKDW�LQYHVWRUV�DQG�FRPSDQLHV�FDUH�DERXW�WKHTXDOLW\�RI�WKH�ILQDQFLDO�PDUNHW�LQ�ZKLFK�WKH\�RSHUDWH��WKH�VR�FDOOHG�ODZ�DQG�ILQDQFH�OLWHUDWXUH�ZKLFK�ZDV�LQLWLDWHG�E\�WKH�VHPLQDO�SDSHUV�RI�/D�3RUWD��/RSH]�GH�6LODQHV��6KOHLIHU�DQG�9LVKQ\��������������RQO\�UHFHQWO\�LQYHVWLJDWHG�WKH�UHODWLRQVKLS�EHWZHHQ�D�FRXQWU\¶V�OHJDO�IUDPHZRUNDQG�LWV�ILQDQFLDO�GHYHORSPHQW��7KH�ODZ�DQG�ILQDQFH�OLWHUDWXUH�RIIHUV�VWURQJ�HPSLULFDO�HYLGHQFHRQ� WKH� LPSRUWDQFH� RI� WKH� OHJDO� HQYLURQPHQW� �PDUNHW� LQWHJULW\�� LQYHVWRU� SURWHFWLRQ�� IRU� WKHGHYHORSPHQW�RI�WKHVH�PDUNHWV�DQG�HFRQRPLF�JURZWK��/D�3RUWD�H�D���������VKRZ�WKDW�D�JRRGOHJDO�HQYLURQPHQW�H[SDQGV� WKH�DELOLW\�RI�FRPSDQLHV� WR� UDLVH�H[WHUQDO� ILQDQFH� WKURXJK�HLWKHUGHEW� RU� HTXLW\�� 7KH� (XURSHDQ�&RPPLVVLRQ� DV�ZHOO� VWUHVVHV� WKH� LPSRUWDQFH� RI� DQ� DGHTXDWHOHJDO�IUDPHZRUN�LQ�RUGHU�IRU�FRPSDQLHV�WR�UDLVH�FDSLWDO���$OWKRXJK�WKH�H[LVWHQFH�RI�OHJDO�UXOHVLV�DQ�LPSRUWDQW�HOHPHQW�IRU�WKH�GHYHORSPHQW�RI�ILQDQFLDO�PDUNHWV��/D�3RUWD�H�D���������VKRZWKDW� WKH� HQIRUFHPHQW� RI� WKHVH� UXOHV� LV� RI� HTXDO� LPSRUWDQFH�� 7KH� (XURSHDQ� &RPPLVVLRQFRQVLGHUV� WKH�HQIRUFHPHQW�RI� LQVLGHU� WUDGLQJ�SURKLELWLRQ�DQG�PDUNHW�PDQLSXODWLRQ�RI�FUXFLDO
� (�PDLO�� SHWHUMDQ�HQJHOHQ#XIVLD�DF�EH 7KLV� SDSHU� LV� EDVHG� RQ� FKDSWHU� HLJKW� RI� P\� 3K'� GLVVHUWDWLRQ� DW� WKH8QLYHUVLW\�RI�$QWZHUS��,�ZRXOG�OLNH�WR�WKDQN�P\�3K'�&RPPLWWHH��HVSHFLDOO\�P\�VXSHUYLVRUV�SURI�GU��(�'HZHLUGW�8QLYHUVLW\�RI�$QWZHUS��DQG�SURI�GU��5�9DQ�GHQ�%HUJK��(UDVPXV�8QLYHUVLW\�5RWWHUGDP���IRU�WKHLU�FRPPHQWV�� (XURSHDQ�&RPPLVVLRQ��([SODQDWRU\�0HPRUDQGXP��3URSRVDO�IRU�D�'LUHFWLYH�RI�WKH�(XURSHDQ�3DUOLDPHQW�DQG�RIWKH�&RXQFLO�RQ�,QVLGHU�'HDOLQJ�DQG�0DUNHW�0DQLSXODWLRQ�����0D\�������&20�����������ILQDO�
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LPSRUWDQFH� WR� HQVXUH� WKH� LQWHJULW\� RI� (XURSHDQ� ILQDQFLDO� PDUNHWV� DQG� WR� HQKDQFH� LQYHVWRUFRQILGHQFH�LQ�WKRVH�PDUNHWV��
$OWKRXJK� WKH� SURKLELWLRQ� RI� LQVLGHU� WUDGLQJ� FDQ� EH� TXHVWLRQQHG� RQ� HFRQRPLF� JURXQGV��� WKHTXHVWLRQ�ZKHWKHU�LQVLGHU�WUDGLQJ�VKRXOG�EH�SURKLELWHG�RU�QRW�ZLOO�QRW�EH�DGUHVVHG�LQ�WKLV�DUWLFOH�+RZHYHU��RQFH�WKH�(XURSHDQ�OHJLVODWRU�FKRRVHV�WR�EDQ�LQVLGHU�WUDGLJ��WKH�TXHVWLRQ�RI�WKH�RSWLPDOGHWHUUHQFH� RI� LQVLGHU� WUDGLQJ� UHJXODWLRQ� DULVHV�� (QJHOHQ� ������� DQDO\]HG� WKH� HQIRUFHPHQW� RILQVLGHU�WUDGLQJ�UHJXODWLRQ�ZLWKLQ�WKH�FODVVLF�H[SHFWHG�XWLOLW\�IUDPHZRUN�RI�%HFNHU���������7KLVDUWLFOH�H[WHQGV�WKLV�DQDO\VLV�E\�SUHVHQWLQJ�D�QHZ��DOWHUQDWLYH�PRGHO�WR�DQDO\]H�FULPLQDO�EHKDYLRUEDVHG�RQ�WKH�UHFHQW�UHDO�RSWLRQ�OLWHUDWXUH�
7UDGLWLRQDOO\�� FULPLQDO� EHKDYLRU� LV� DQDO\]HG�ZLWKLQ� DQ� H[SHFWHG� XWLOLW\� IUDPHZRUN� �%HFNHU��������7KH�H[SHFWHG�QHW�JDLQ�RI�D�FULPH�LV� WKH�GLIIHUHQFH�EHWZHHQ� WKH�H[SHFWHG�SURILWV�RI�DFULPH� DQG� WKH� H[SHFWHG� FRVWV�� EHLQJ� WKH� SURGXFW� RI� WKH� DPRXQW� RI� SXQLVKPHQW� DQG� LWVSUREDELOLW\� �&RRWHU�DQG�8OHQ���������7KH�FDOFXODWLRQ�RI� WKH�H[SHFWHG�QHW�JDLQ�RI�D�FULPH� LVVLPLODU�WR�WKH�QHW�SUHVHQW�YDOXH��139��FDOFXODWLRQV�LQ�FRUSRUDWH�ILQDQFH��)RU�LQVWDQFH��139�LVWKH� WUDGLWLRQDO� FULWHULRQ� WR� DQDO\]H� WKH� SURILWDELOLW\� RI� SURMHFWV� LQ� FDSLWDO� EXGJHWLQJ�� 2QO\UHFHQWO\��PDQ\�SUDFWLWLRQHUV�DQG�DFDGHPLFV�UHFRJQL]HG�WKH�OLPLWDWLRQV�RI�WKH�QHW�SUHVHQW�YDOXHPRGHO� LQ� FDSLWDO� EXGJHWLQJ� RU� FRVW�EHQHILW� DQDO\VLV�� ,Q� SDUWLFXODU�� WKH�139�DQDO\VLV� FDQQRWFDSWXUH� IOH[LELOLW\� WR� DGDSW� DQ� LQYHVWPHQW� GHFLVLRQ� LQ� UHVSRQVH� WR� XQFHUWDLQW\�� $� VLPLODUSUREOHP� DULVHV� ZLWK� UHVSHFW� WR� FRQYHQWLRQDO� HFRQRPLF� DQDO\VLV� RI� FULPLQDO� EHKDYLRU� �VHHLQIUD��� 7KLV� JDYH� ULVH� WR� D� ODUJH� ERG\� RI� QHZ� OLWHUDWXUH�� DQG� D� QHZ� FODVV� RI� PRGHOV� XVXDOO\UHIHUUHG� WR� DV� µUHDO� RSWLRQV¶� PRGHOV� �7ULJHRUJLV�� ������ ������ 6LFN�� ����� DQG� $PUDQ� DQG.XODWLODND��������
7KLV� QHZ� WKHRU\� LV� EDVHG� RQ� WKH� VLPXOWDQHRXV� H[LVWHQFH� RI� WKUHH� SKHQRPHQD�� XQFHUWDLQW\�LUUHYHUVLELOLW\�RI� LQYHVWPHQW�DQG�VRPH� IUHHGRP�RI�FKRLFH�RQ� WKH� WLPLQJ�RI� LQYHVWPHQW�� ,Q� WKLVZD\�� D� PRUH� G\QDPLF� IUDPHZRUN� WR� HYDOXDWH� LQYHVWPHQW� SURMHFWV� KDV� HPHUJHG�� 5HDO� RSWLRQPRGHOV� KDYH� DOUHDG\� EHHQ� DSSOLHG� LQ� D� YDULHW\� RI� EXVLQHVV� FRQWH[WV�� VXFK� DV� QDWXUDO� UHVRXUFHLQYHVWPHQWV�LQ�RLO�DQG�RWKHU�FRPPRGLWLHV��3DGGRFN��6LHJHO�DQG�6PLWK���������ODQG�GHYHORSPHQW�4XLJJ�� ������� IOH[LEOH� PDQXIDFWXULQJ� �.XODWLODND�� ������� UHVHDUFK� DQG� GHYHORSPHQW
� ,ELGHP�� 6HH�H�J��0DQQH���������&DUOWRQ�DQG�)LVFKHO� �������DQG�(QJHOHQ� ��������6HH�DOVR� WKH� UHYLHZ�RI� OLWHUDWXUH�RI6FRWW��������DQG�%DLQEULGJH��������



�
�&DVVLPRQ�DQG�(QJHOHQ���������OHDVLQJ�DQG�RWKHUV���%HVLGHV�WKH�REYLRXV�EXVLQHVV�DSSOLFDWLRQV�UHDO� RSWLRQ� WKHRU\� FDQ� DOVR� EH� XVHG� LQ� FRQWH[WV� VXFK� DV� JOREDO� ZDUPLQJ� �+HQGULFNV�� ������HQYLURQPHQWDO� SROOXWLRQ� FRPSOLDQFH� RSWLRQV� �(GOHVRQ� DQG� 5HLQKDUGW�� ������� ODUJH�VFDOHLQIUDVWUXFWXUH�SURMHFWV�RI�JRYHUQPHQWV� �&DVVLPRQ�H�D���������� HWF�� ,Q� WKLV�FKDSWHU�� UHDO�RSWLRQVPRGHOV�DUH�DSSOLHG�WR�DQDO\]LQJ�FULPLQDO�EHKDYLRU��:H�ZLOO�VKRZ�WKDW�DOO�FULPLQDO�GHFLVLRQV�FDQEH�DQDO\]HG�DV�UHDO�RSWLRQV��LQ�D�VHQVH�WKDW�WKH\�FRQIHU�WKH�SRVVLELOLW\�EXW�QRW�WKH�REOLJDWLRQ�WRFRPPLW�D�FULPH�LQ�WKH�IXWXUH�
7KH�SDSHU�LV�RUJDQL]HG�DV�IROORZV��$IWHU�H[SODLQLQJ�WKH�FRQFHSW�RI�UHDO�RSWLRQV�LQ�VHFWLRQ�RQH�ZKLOH�DQ�RYHUYLHZ�RI�WKH�JHQHUDO�UHDO�RSWLRQ�IUDPHZRUN�IRU�FULPLQDO�EHKDYLRU�LV�JLYHQ�LQ�VHFWLRQWZR�� 7KLV� PRGHO� ZLOO� EH� DSSOLHG� WR� LQVLGHU� WUDGLQJ� LQ� VHFWLRQ� WKUHH�� 7KH� QH[W� WZR� VHFWLRQVDQDO\]H� LQVLGHU� WUDGLQJ� DV� D� UHDO� RSWLRQ� LQ�PRUH� GHWDLO�� VHFWLRQ� IRXU� H[DPLQHV� WKLV� FULPLQDORSWLRQ�IURP�WKH�SRLQW�RI�YLHZ�RI�WKH�FULPLQDO��ZKLOH�VHFWLRQ�ILYH�LV� WKH�SRLQW�RI�YLHZ�RI� WKHOHJLVODWRU��+RZ�FDQ�LQVLGHU�WUDGLQJ�EH�UHVWULFWHG�EDVHG�RQ�WKH�ILQGLQJV�RI�DQ�RSWLRQ�PRGHO"
��7KH�FRQFHSW�RI�UHDO�RSWLRQV
5HDO�RSWLRQ� DQDO\VLV� WHDFKHV� XV� WKDW� HYHU\� LQYHVWPHQW� SURMHFW� FDQ� EH� VHHQ� DV� H[HUFLVLQJ� DQRSWLRQ���,Q�JHQHUDO��DQ�RSWLRQ�FDQ�EH�GHILQHG�DV�WKH�ULJKW��EXW�QRW�WKH�REOLJDWLRQ��WR�EX\��FDOO�RSWLRQ��RU� VHOO� �SXW�RSWLRQ�� WKH�XQGHUO\LQJ� DVVHW� DW� DQ� DJUHHG�SULFH� �VWULNH�SULFH�RU� H[HUFLVHSULFH�� GXULQJ� D� VSHFLILF� SHULRG� �DV� LQ� WKH� FDVH� RI�$PHULFDQ� RSWLRQV�� RU� DW� D� SUHGHWHUPLQHGH[SLUDWLRQ� GDWH� �DV� LQ� WKH� FDVH� RI� (XURSHDQ� RSWLRQV��� 7\SLFDO� H[DPSOHV� DUH� VWRFN� RSWLRQV�LQGH[�RSWLRQV��LQWHUHVW�UDWH�RSWLRQV��FXUUHQF\�RSWLRQV�RU�RSWLRQV�RQ�FRPPRGLWLHV�
7KH�FUXFLDO�LQVLJKW�RI�UHDO�RSWLRQ�DQDO\VLV�LV�WKDW�WKH�FRQFHSW�RI�RSWLRQV�FDQ�DOVR�EH�DSSOLHG�LQD� UHDO� FRQWH[W�� L�H��ZLWK� UHVSHFW� WR� SK\VLFDO� LQYHVWPHQW� GHFLVLRQV�� EHFDXVH� WKHVH� LQYHVWPHQWGHFLVLRQV�DOVR�ILW�WKH�JHQHUDO�GHILQLWLRQ�RI�ZKDW�DQ�RSWLRQ�LV���7KH�LQYHVWPHQW�SURMHFW�FDQ�EHYLHZHG�DV�DQ�RSWLRQ�ZKHUHE\� WKH� ILUP�KDV� WKH� ULJKW� WR�REWDLQ�DOO� WKH�XQGHUO\LQJ� FDVK� IORZVWKDW�DUH�UHVXOWLQJ�IURP�WKH�LQYHVWPHQW�SURMHFW�DW�D�NQRZQ�SULFH��7KLV�SULFH�LV�WKH�LQYHVWPHQWFRVW� RI� WKH�SURMHFW� DQG� DQDORJRXV� WR� WKH� H[HUFLVH�SULFH� LQ� ILQDQFLDO� RSWLRQV��:KHQ� WKH� ILUPGHFLGHV� WR� JR� DORQJ�ZLWK� WKH� LQYHVWPHQW� SURMHFWV�� LW� LV� LQ� IDFW� µH[HFXWLQJ¶� WKLV� UHDO� RSWLRQ�&DVVLPRQ�DQG�(QJHOHQ���������7DEOH���H[SODLQV�VKRUWO\�WKH�GLIIHUHQW�W\SHV�RI�UHDO�RSWLRQV�
� 6HH�H�J��7ULJHRUJLV��������IRU�D�UHFHQW�RYHUYLHZ�
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7DEOH���'LIIHUHQW�W\SHV�RI�UHDO�RSWLRQV&DWHJRU\ 'HVFULSWLRQ 2SWLRQW\SH ([DPSOHV
2SWLRQ�WR�GHOD\ 7KH� ILUP� KDV� VRPH� IOH[LELOLW\� WR� GHOD\� WKHLQYHVWPHQW� GHFLVLRQ�� 0DQDJHPHQW� KDV� WRGHWHUPLQH� WKH� RSWLPDO� WLPLQJ� RI� WKHLQYHVWPHQW�� � 6KRXOG� WKH\� LQYHVW� QRZ� RU� ZDLWXQWLO�PRUH�LQIRUPDWLRQ�LV�DYDLODEOH�VR�WKDW� WKHLQYHVWPHQW� GHFLVLRQ� FDQ� EH� PDGH� XQGHU� OHVVXQFHUWDLQW\"

&DOO 7LWPDQ���������,QJHUVROO�DQG5RVV�������

*URZWK�RSWLRQ $Q� LQLWLDO�SURMHFW� LV� QHFHVVDU\� WR�PDNH� IXWXUHLQYHVWPHQW� SRVVLEOH�� 7KLV� ILUVW� VWDJH� SURMHFWHPERGLHV�RSWLRQV� RQ� ODWHU� SRWHQWLDO� SURILWDEOHSURMHFWV��7KH�ILUVW�VWDJH�LV�D�QHFHVVDU\��EXW�QRWD� VXIILFLHQW� FRQGLWLRQ� IRU� WKH� QH[W� VWDJH�V��7KHVH� RSWLRQ� FKDUDFWHULVWLFV� PXVW� EHLQFRUSRUDWHG� LQ� WKH� HYDOXDWLRQ� RI� WKH� ILUVWVWDJH�� �7KH�YDOXH�RI� WKH� UHDO� RSWLRQ�RQ� IXWXUHLQYHVWPHQW� RSSRUWXQLWLHV� VKRXOG� EH� DGGHG� WRWKH�QHW�SUHVHQW�YDOXH�RI�WKH�LQLWLDO�SURMHFW�

&DOO .HVWHU���������7ULJHRUJLV��������&KXQJ�DQG&KDURHQZRQJ��������&DVVLPRQ�DQG�(QJHOHQ������

6FDOH�RSWLRQ ,I�PDUNHW� FRQGLWLRQV� DUH� PRUH� IDYRUDEOH� WKDQH[SHFWHG�� WKH� ILUP� FDQ� H[SDQG� WKH� VFDOH� RISURGXFWLRQ� RU� DFFHOHUDWH� UHVRXUFH� XWLOL]DWLRQ�,I�FRQGLWLRQV�DUH�OHVV�IDYRUDEOH�WKDQ�H[SHFWHG�LW�FDQ�UHGXFH�WKH�VFDOH�RI�RSHUDWLRQV�
&DOO 7ULJHRUJLV�DQG�0DVVRQ��������3LQG\FN�������

6ZLWFK�RSWLRQ 6LWXDWLRQ� LQ� ZKLFK� D� SURMHFW� FUHDWHV� WKHIOH[LELOLW\� WR� VZLWFK� EHWZHHQ� LQSXWV� �H�J�GLIIHUHQW� HQHUJ\� VRXUFHV� ±RLO�� JDV� RUHOHFWULFLW\�� RU� RXWSXWV� �H�J�� 39&�� 3(� RU� 33�GXH� WR� D� FKDQJH� LQ� UHODWLYH� SULFHV� RU� PDUNHWGHPDQG��7KLV�SRVVLELOLW\�VKRXOG�EH�YDOXHG�DV�DFDOO� RSWLRQ� ZLWK� WKH� DGGLWLRQDO� FRVW� DV� WKHH[HUFLVH�SULFH�

&DOO .XODWLODND��������.XODWLODND�DQG�7ULJHRUJLV������

2SWLRQ�WR�DEDQGRQ ,I�PDUNHW�FRQGLWLRQV�GHFOLQH�VHYHUHO\��WKH�ILUPFDQ� DEDQGRQ� FXUUHQW� RSHUDWLRQV� SHUPDQHQWO\DQG� UHDOL]H� WKH� VDOYDJH� YDOXH� RI� FDSLWDOHTXLSPHQW� DQG� RWKHU� DVVHWV� LQ� VHFRQG�KDQGPDUNHWV�
3XW 0\HUV�DQG�0DMG�������

7KHUH� LV� D� FOHDU� DQDORJ\� EHWZHHQ� ILQDQFLDO� DQG� UHDO� RSWLRQV�� 7KH� VL[� YDOXH� GULYHUV� RI� DILQDQFLDO� FDOO�RSWLRQ� RQ� D� VWRFN� FDQ� EH� WUDQVODWHG� LQ� WKH� VL[� SDUDPHWHUV� LQ� UHDO� RSWLRQWHUPLQRORJ\���$QDORJRXV�WR�D�ILQDQFLDO�RSWLRQ��WKH�VWRFN�SULFHV�LV�WUDQVIRUPHG�LQWR�WKH�SUHVHQWYDOXH� RI� DOO� IXWXUH� IUHH� RSHUDWLQJ� FDVK� IORZV� RI� WKH� SURMHFW� �)2&)V��� 7KH� H[HUFLVH� SULFH� DWZKLFK�WKH�XQGHUO\LQJ�DVVHW�FDQ�EH�DFTXLUHG�LV�LQ�WKLV�FDVH�WKH�LQYHVWPHQW�H[SHQGLWXUH�RI�WKHSURMHFW��9RODWLOLW\� LV�QRZ�PHDVXUHG� DV� WKH� VWDQGDUG�GHYLDWLRQ�RI� WKH�SURMHFW� UHWXUQ��7LPH� WRPDWXULW\� LV� WKH� GXUDWLRQ� RI� WKH� UHDO� RSWLRQ� �H�J�� WKH� LQYHVWPHQW� FDQ� EH� SRVWSRQHG� IRU� WZR\HDUV���7KH�ULVN�IUHH�LQWHUHVW�UDWH�LV�WKH�VDPH�LQ�ERWK�FDVHV��)LQDOO\��WKH�VL[WK�YDOXH�GULYHU�LVWKH�RSSRUWXQLW\�FRVW��WKLV�LV�WKH�YDOXH�ORVW�GXULQJ�WKH�GXUDWLRQ�RI�WKH�RSWLRQ��)RU�LQVWDQFH��E\
� 6HH�DOVR�WDEOH���
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SRVWSRQLQJ� WKH� LQYHVWPHQW� GHFLVLRQ�� FRPSHWLWRUV� FDQ� HQWHU� WKH�PDUNHW� FDXVLQJ� D� GHFOLQH� RIPDUNHW�VKDUH��7KH�LPSDFW�RI�WKH�GLIIHUHQW�SDUDPHWHUV�RI�UHDO�RSWLRQV�LV�DQDORJRXV�WR�ILQDQFLDORSWLRQV��)RU�LQVWDQFH��WKH�SUHVHQW�YDOXH�RI�DOO�IXWXUH�IUHH�RSHUDWLQJ�FDVK�IORZV��)2&)V��DQGYRODWLOLW\�KDYH�D�SRVLWLYH�LPSDFW�RQ�WKH�RSWLRQ�YDOXH��ZKLOH�WKH�LQYHVWPHQW�H[SHQGLWXUH�KDV�DQHJDWLYH�LPSDFW��+XOO��������
7KH�DERYH� DQDORJ\�EHWZHHQ� ILQDQFLDO� DQG� UHDO� RSWLRQV� VKRZV� WKDW� WKH�YDOXDWLRQ�PRGHOV� IRUUHDO�RSWLRQV�EXLOG�RQ�WKH�PRGHOV�IRU�ILQDQFLDO�RSWLRQV��VXFK�DV�WKH�PRGHO�GHYHORSHG�E\�%ODFNDQG�6FKROHV��������DQG�0HUWRQ���������FRPPRQO\�UHIHUUHG�WR�DV�WKH�%ODFN�6FKROHV�PRGHO��7KH�YDOXH�RI�UHDO�RSWLRQV�DFFRUGLQJ�WR�WKLV�PRGHO�FDQ�EH�FDOFXODWHG�DV�� � � � ���� �� G1H,G1H9& W7UW7 F ���� � G ��ZKHUH >�@� �
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UF  �FRQWLQXRXV�ULVN�IUHH�LQWHUHVW�UDWH�
� :H�RSW�IRU�XVLQJ�WKH�%ODFN�6FKROHV�PRGHO�WR�LOOXVWUDWH�WKH�UHDO�DQG�FULPLQDO�RSWLRQ�DSSURDFK�EHFDXVH�LW�LV�WKHPRVW�FRPPRQO\�XVHG�PRGHO�LQ�OLWHUDWXUH��,W�KDV�D�FORVHG�IRUP�VROXWLRQ��ZKLFK�UHQGHUV�LW�FRPSXWDWLRQDO�VLPSOHU�DQG� DV� VXFK�� LW� LV� HDVLHU� WR� FRQGXFW� VHQVLWLYLW\� DQDO\VLV� �WKH� µ*UHHNV¶±� VHH� LQIUD�� XVLQJ� SDUWLDO� GHULYDWLYHV�:LOPRWW�� �������7KH�%ODFN�6FKROHV� DQDO\VLV� LV� EDVHG� RQ� WKH� IROORZLQJ� DVVXPSWLRQV� �+XOO�� ������ 7ULJHRUJLV������DQG�:ROIJDQJ�DQG�%DVFKQDJHO�������������IULFWLRQOHVV�PDUNHWV��PHDQLQJ�QR�WUDQVDFWLRQ�FRVWV�RU�WD[HV��QRUHVWULFWLRQV�RQ�VKRUW�VDOHV��DQG�WKH�XQGHUO\LQJ�LV�DUELWUDULO\�GLYLVLEOH������FRQWLQXRXV�WUDGLQJ�LV�SRVVLEOH������WKHULVN�IUHH��VKRUW�WHUP��LQWHUHVW�UDWH�LV�FRQVWDQW�RYHU�WKH�OLIH�RI�WKH�RSWLRQ������WKH�PDUNHW�LV�DUELWUDJH�IUHH������WKHWLPH�SURFHVV�RI� WKH�XQGHUO\LQJ�DVVHW�SULFH� LV� VWRFKDVWLF� DQG�H[KLELWV� D� JHRPHWULF�%URZQLDQ�PRWLRQ�� DV� FDQ�EHH[SUHVVHG�E\�WKH�IROORZLQJ�HTXDWLRQ�� G]6GW6G6 VP � ��DFFRUGLQJ�WR�ZKLFK�D�SULFH�FKDQJH�G6�LQ�D�VPDOO�WLPHLQWHUYDO�GW�FRQVLVWV�RI�WZR�FRPSRQHQWV��D�GHWHUPLQLVWLF�FRPSRQHQW��P���DOVR�FDOOHG�WKH�GULIW��ZKLFK�PHDVXUHV�WKHDYHUDJH� JURZWK� UDWH� RI� WKH� DVVHW� SULFH� DQG� D� UDQGRP� RU� VWRFKDVWLF� FRPSRQHQW� �V��� DOVR� FDOOHG� WKH� YRODWLOLW\�ZKLFK�PHDVXUHV� WKH� VWUHQJWK� RI� WKH� VWDWLVWLFDO� SULFH� IOXFWXDWLRQV��7KLV� SURFHVV� DVVXPHV� DVVHW� SULFHV� WR� EH� ORJ�QRUPDOO\�GLVWULEXWHG�DQG�UHWXUQV� WR�EH�QRUPDOO\�GLVWULEXWHG�� ,Q� UHDOLW\� VWRFN�UHWXUQV�DUH�QRW�SHUIHFWO\� QRUPDOO\GLVWULEXWHG��EHFDXVH�WKH�JHRPHWULF�%URZQLDQ�PRWLRQ�PRGHO�SUHGLFWV� WKDW� ODUJH�SULFH�PRYHPHQWV�DUH�PXFK� OHVVOLNHO\�WKDQ�WKH\�DFWXDOO\�RFFXU��OHSWRNXUWLF�RU�IDW�WDLOV���-DFNZHUWK�DQG�5XELQVWHLQ���������7KHUHIRUH�WKH�%ODFN�6FKROHV�YDOXDWLRQ�PD\�EH�VOLJKWO\�PLVSULFHG��+RZHYHU��LW�FDQ�VWLOO�EH�XVHG�DV�D�ILUVW�DSSUR[LPDWLRQ�RI�WKH�RSWLRQYDOXH��+XOO���������,I�D�PRUH�SUHFLVH�YDOXDWLRQ�LV�QHFHVVDU\��FRPSOH[�QXPHULFDO�SURFHGXUHV�PXVW�EH�XVHG�LQVWHDGRI�FORVH�HQG�PRGHOV�� VXFK�DV�0RQWH�&DUOR�VLPXODWLRQ��VHH�%R\OH��������RU� ODWWLFH�DSSURDFKHV� �VHH�7ULJHRUJLV��������)RU� LQVWDQFH�� LI� WKH�DVVHW�SULFH�H[KLELWV� MXPSV�� WKHQ� WKHVH� VXGGHQ�SULFH�PRYHPHQWV� DUH� WRR� ODUJH� WR� EHIURP�D�QRUPDOO\�GLVWULEXWHG�UHWXUQV�PRGHO��DQG�DQ�DSSURSULDWH�PRGHO�PXVW�EH�XVHG��$�MXPS�PRGHO�DVVXPLQJ�D3RLVVRQ� GLVWULEXWLRQ� PXVW� EH� XVHG� LQ� VXFK� D� FDVH�� 6HH� H�J�� 3HQQLQJV� DQG� /LQW� �������� 2Q� PRGHOV� EH\RQGJHRPHWULF� %URZQLDQ� PRWLRQ�� VHH� DOVR� VHFWLRQ� ���� LQ�:ROIJDQJ� DQG� %DVFKQDJHO� �������� %HFDXVH� ZH� DUH� OHVVFRQFHUQHG�DERXW�WKH�H[DFW�YDOXDWLRQ�DVSHFWV�RI�FULPLQDO�RSWLRQV��EXW�PRUH�IRFXVHG�RQ�DSSO\LQJ�RSWLRQ�WKLQNLQJFRPSDUHG�WR�FRQYHQWLRQDO�HFRQRPLF�DQDO\VLV�RI�FULPH��DQG�EHFDXVH�WKHUH�LV�QR�VSHFLILF�UHDVRQ�WR�DVVXPH�WKDW�WKHUHWXUQV�LQ�FULPLQDO�RSWLRQ�PRGHOV�DUH�QRW�QRUPDOO\�GLVWULEXWHG��ZH�ZLOO�LOOXVWUDWH�WKH�FULPLQDO�RSWLRQ�DSSURDFK�E\XVLQJ�WKH�%ODFN�6FKROHV�PRGHO�
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7�W� �WLPH�WR�H[SLUDWLRQ�1�G�� �FXPXODWLYH�QRUPDO�SUREDELOLW\�GHQVLW\�IXQFWLRQ�V  �VWDQGDUG�GHYLDWLRQ�RI�WKH�SURMHFW�UHWXUQ�G  �RSSRUWXQLW\�FRVW�9� �SUHVHQW�YDOXH�RI�WKH�IXWXUH�)2&)V��DQG,� �FDSLWDO�H[SHQGLWXUH�
7R� LOOXVWUDWH� WKH� IXQFWLRQLQJ� RI� UHDO� RSWLRQ� DQDO\VLV�� VXSSRVH� D� FRPSDQ\� FRQVLGHUV� WKHLPSOHPHQWDWLRQ�RI�WKH�IROORZLQJ�SURMHFW��7KH�SURMHFW�KDV�DQ�HFRQRPLF�OLIH�VSDQ�RI����\HDUV��LW\LHOGV�\HDUO\�IUHH�RSHUDWLQJ�FDVK�IORZV�RI�����PLOOLRQ�(85��WKH�LQLWLDO�LQYHVWPHQW�H[SHQGLWXUHDPRXQWV� ���� PLOOLRQ� (85�� WKH� ULVN�IUHH� LQWHUHVW� UDWH� DQG� WKH� GLVFRXQW� UDWH� RI� WKH� SURMHFWDPRXQW�����DQG�WKH�XQFHUWDLQW\�RI�WKH�PDUNHW�GHPDQG�IRU�WKHVH�SURGXFWV��DV�PHDVXUHG�E\�WKHVWDQGDUG�GHYLDWLRQ��LV�HVWLPDWHG�WR�EH������6XSSRVH��PDQDJHPHQW�ZDQW�WR�NQRZ�ZKHWKHU�WRLQYHVW� LQ� WKLV� SURMHFW� LPPHGLDWHO\� RU� WR� SRVWSRQH� WKH� SURMHFW� ZLWK� RQH� \HDU� �ZKLOH� PRUHLQIRUPDWLRQ�FRQFHUQLQJ�WKH�SURILWDELOLW\�RI�WKH�SURMHFW�EHFRPHV�DYDLODEOH���7KLV�LV�DQ�H[DPSOHRI�DQ�RSWLRQ�WR�GHOD\��VHH�WDEOH�����$FFRUGLQJ�WR�WKH�WUDGLWLRQDO�139�UXOH��WKLV�LV�D�YDOXDEOHSURMHFW�ZKLFK� VKRXOG�EH� LPSOHPHQWHG� LPPHGLDWHO\��)RU�� WKH�139�DPRXQWV� � �¦ ���
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�������PLOOLRQ�(85��'RHV�UHDO�RSWLRQ�DQDO\VLV�\LHOG�D�GLIIHUHQW�UHVXOW"�7KH�GLIIHUHQW�RSWLRQSDUDPHWHUV�WDNH�WKH�IROORZLQJ�YDOXHV��9� ���������,� ������7�W� ����GHFLVLRQ�LV�SRVWSRQHG�IRURQH� \HDU��� V  � ����� DQG� U�  � ������ ,I� ZH� HQWHU� WKHVH� GDWD� LQ� WKH� %ODFN�6FKROHV� PRGHO� RIHTXDWLRQV�>�@ WR�>�@ ZH�REWDLQ�D�UHDO�RSWLRQ�YDOXH�RI��������PLOOLRQ�(85���%HFDXVH�WKH�UHDORSWLRQ�YDOXH��PHDVXULQJ�WKH�GHOD\�RI�WKH�LQYHVWPHQW��H[FHHGV�WKH�139�YDOXH��PHDVXULQJ�WKHLPPHGLDWH�LQYHVWPHQW���LW�LV�EHWWHU�IRU�WKH�ILUP�WR�SRVWSRQH�WKH�GHFLVLRQ�ZLWK�RQH�\HDU�LQVWHDGRI�LQYHVWLQJ�LPPHGLDWHO\�
��&ULPLQDO�EHKDYLRU�DV�D�UHDO�RSWLRQ
7UDGLWLRQDOO\�� FULPLQDO� EHKDYLRU� LV� DQDO\]HG� ZLWKLQ� DQ� H[SHFWHG� XWLOLW\� IUDPHZRUN�� ZKLFKVWDWHV�WKDW�D�FULPLQDO�ZLOO�FRPPLW�DQ�RIIHQVH�LI�WKH�H[SHFWHG�SURILWV�H[FHHG�WKH�H[SHFWHG�FRVWV
� (TXDWLRQV� >�@ DQG� >�@ DUH� HTXDO� WR� � �� � ������������
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�
�&RRWHU�DQG�8OHQ���������7KH�H[SHFWHG�SURILWV�DUH�WKH�JDLQV��<��WKDW�UHVXOW�IURP�WKH�RIIHQVH�7KH� H[SHFWHG� FRVWV� DUH� WKH� SURGXFW� RI� WKH� SUREDELOLW\� RI� FRQYLFWLRQ� �S�� DQG� WKH� OHYHO� RISXQLVKPHQW��I����7KH�H[SHFWHG�QHW�JDLQ�LV�WKXV�<�±�S�I��7KLV�FRQYHQWLRQDO�GHFLVLRQ�UXOH�LV�YHU\VLPSOH���x LI�<�!�S�I���D�FULPH�LV�FRPPLWWHG >�@x LI�<���S�I���QR�FULPH�LV�FRPPLWWHG7KLV� WUDGLWLRQDO�FDOFXODWLRQ�RI� WKH�H[SHFWHG�QHW�JDLQ�LV� WKHUHIRUH�D�QRZ�RU�QHYHU�GHFLVLRQ�� ,WLJQRUHV� DVSHFWV� RI� XQFHUWDLQW\� E\� ZKLFK� D� FULPH� FDQ� EHFRPH� SURILWDEOH� DIWHU� DOO�� 7KHFRQYHQWLRQDO� DSSURDFK� FDQQRW� GHDO� ZLWK� WKH� VLPXOWDQHRXV� H[LVWHQFH� RI� WKUHH� SKHQRPHQD�XQFHUWDLQW\��LUUHYHUVLELOLW\�RI�WKH�FULPH�DQG�VRPH�IUHHGRP�RI�FKRLFH�RQ�WKH�WLPLQJ�RI�WKH�FULPH�&RPELQLQJ�LUUHYHUVLELOLW\�ZLWK�WKH�H[LVWHQFH�RI�XQFHUWDLQW\�RYHU�WKH�IXWXUH�EHKDYLRU�RI�YDULDEOHVWKDW� DIIHFW� WKH�YDOXH� RI� WKH� FULPH� OHDGV� WR� WKH� IROORZLQJ� LQWXLWLYH� UHDVRQLQJ�� 6XSSRVH� WKHUH� LVVRPH�OHHZD\�LQ�GHOD\LQJ�WKH�FULPH�XQWLO�PRUH�LQIRUPDWLRQ�DERXW�WKH�XQFHUWDLQ�IXWXUH�EHFRPHVDYDLODEOH��,W�PD\�WKHQ�EH�RSWLPDO�WR�ZDLW�VRPH�WLPH�EHIRUH�FRPPLWWLQJ�WKH�FULPH���,W�LV�FOHDU�WKDWZDLWLQJ�WR�FRPPLW�WKH�FULPH�LPSOLHV�ULVNV��H�J��HQWU\�RI�RWKHU�FULPLQDOV��DQG�IRUHJRQH�SURILWV��EXWLW�PD\�SUHYHQW� IURP�EHLQJ� WUDSSHG� LQ�DQ� LUUHYHUVLEOH�FULPH��ZKLFK� WXUQV�RXW� WR�EH�YHU\� FRVWO\ZKHQ�WKH�DGYHUVH�IXWXUH�PDWHULDOL]HV��L�H��EHLQJ�FDXJKW�
$�FULPH�WKDW�VDWLVILHV�WKHVH�WKUHH�FKDUDFWHULVWLFV�LV�EHVW�WUHDWHG�DQDORJRXV�WR�KROGLQJ�D�ILQDQFLDOFDOO�RSWLRQ��)RU�VRPH�VSHFLILF�WLPH�SHULRG��D�FULPLQDO�KDV�WKH�SRVVLELOLW\��EXW�QRW�WKH�REOLJDWLRQ�WR�SD\�D�FHUWDLQ�µSULFH¶�LQ�UHWXUQ�IRU�DQ�DVVHW�WKDW�KDV�VRPH�YDOXH��:KHQ�WKH�FULPLQDO�GHFLVLRQ�LVPDGH��WKH�RSWLRQ�LV�H[HUFLVHG��ZKLFK�LV�DQ�LUUHYHUVLEOH�GHFLVLRQ�
7KH�FRQFHSW�RI�D�FULPH�DV�D�UHDO�RSWLRQ�LV�YLVXDOL]HG�LQ�ILJXUH����$V�ORQJ�DV�WKH�EHQHILWV�IURP�WKHFULPH�DUH�VPDOOHU�WKDQ�WKH�FRVWV�RI�WKH�FULPH��WKH�FULPLQDO�ZLOO�QRW�H[HUFLVH�KLV�FULPLQDO�RSWLRQ�OHIW� VLGH�RI� ILJXUH���±�FULPLQDO�RSWLRQ� LV�RXW�RI�WKH�PRQH\�����2QFH� WKH�EHQHILWV� RI� WKH� FULPH
� 0RUH� IRUPDOO\�� D� FULPLQDO� ZLOO� PD[LPL]H� WKH� IROORZLQJ� H[SHFWHG� XWLOLW\� IXQFWLRQ� �%HFNHU�� ������ ������������ <8SI<S8(8 ��� ��6HH� DOVR� FKDSWHU� VHYHQ� LQ�(QJHOHQ� ������� RQ�XVLQJ� VWDWH�GHSHQGHQW� H[SHFWHGXWLOLW\�PRGHOV�DQG�UDQN�GHSHQGHQW�H[SHFWHG�XWLOLW\�PRGHOV��� 7KLV�DSSURDFK�LV�VLPLODU�WR�WKH�FODVVLFDO�139�UXOH�LQ�LQYHVWPHQW�DQDO\VLV�� � �¦ �� 1

W WW ,N)2&)139 � �� ��ZLWK�1� 
OLIHWLPH�RI� WKH� LQYHVWPHQW�SURMHFW��N� �H[SHFWHG� UHWXUQ�RQ�D�SURMHFW�ZLWK� LGHQWLFDO� ULVN�� ,�  � LQLWLDO� LQYHVWPHQWH[SHQGLWXUH�DQG�)2&)W  �IUHH�RSHUDWLQJ�FDVK�IORZV��7KH�WUDGLWLRQDO�LQYHVWPHQW�UXOH�LV��139�!����LQYHVW�QRZ RU139������LQYHVW�QHYHU��� $Q�FDOO�RSWLRQ�LV�VDLG�WR�EH�RXW�RI�WKH�PRQH\�ZKHQ�WKH�VWRFN�SULFH�LV�ORZHU�WKDQ�WKH�H[HUFLVH�SULFH�DQG�LQ�WKH�PRQH\�ZKHQ�WKH�RSSRVLWH�LV�WUXH�
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H[FHHG�WKH�FRVWV�RI�WKH�FULPH��D�FULPLQDO�FDQ�FRQVLGHU�WR�H[HUFLVH�WKH�FULPLQDO�RSWLRQ�DQG�WKXVFRPPLW� WKH� FULPH� �ULJKW� VLGH� RI� ILJXUH� �� ± FULPLQDO� RSWLRQ� LV� LQ�WKH�PRQH\��� ,I� WKH� FULPLQDOH[HUFLVHV�LWV�RSWLRQ��KH�ZLOO�UHFHLYH�WKH�LQWULQVLF�YDOXH�RI�WKH�RSWLRQ�<�±�S�I��6R��E\�H[HUFLVLQJ�WKHRSWLRQ��KH�ORVHV�WKH�WLPH�YDOXH�RI�WKH�FULPLQDO�RSWLRQ����$JDLQ��DQ�DQDORJ\�ZLWK�ILQDQFLDO�RSWLRQVFDQ�EH�PDGH��)RU� LQVWDQFH��RQ�0DUFK��VW ����� D� FDOO�RSWLRQ�RQ� WKH� VWRFN�$%1�$052�RQ� WKH(XURQH[W�2SWLRQ�0DUNHW�$PVWHUGDP ZLWK�H[SLUDWLRQ�GDWH�2FWREHU������DQG�H[HUFLVH�SULFH������(85� LV� WUDGHG�DW������(85��$W� WKDW�PRPHQW��$%1�$052�ZDV� WUDGLQJ� DW� ������(85�� ,I� DQLQYHVWRU�EX\V�WKLV�RSWLRQ�DQG�ZRXOG�KDYH�H[HUFLVHG�WKH�FDOO�RSWLRQ�RQ�WKH�VDPH�GD\��KH�ZRXOGUHFHLYH��6��������(85�PLQXV��;��������(85�RU������(85��7KLV�LV�WKH�LQWULQVLF�YDOXH�RI�WKH�FDOO�RSWLRQ��&RPSDUHG�WR�WKH�SULFH�RI�WKH�RSWLRQ�������(85��KH�ZRXOG�VXIIHU�D�ORVV�RI������(85�LQWKLV�ZD\��+RZHYHU��WKLV�VXP�LV�WKH�WLPH�YDOXH�RI�WKH�RSWLRQ�DQG�FDQ�EH�FRQVLGHUHG�DV�D�SUHPLXPWKH�LQYHVWRU�KDV�SDLG�IRU�WKH�IOH[LELOLW\�WR�ZDLW�DQG�H[HUFLVH�WKH�RSWLRQ�DW�D�ODWHU�GDWH�ZKHQ�WKHVWRFN�SULFH�LQFUHDVHG�IXUWKHU�
)LJXUH����&ULPLQDO�EHKDYLRU�DV�D�UHDO�RSWLRQ

&RVW�RI�WKH�FULPHS�I
%HQHILW�RI�WKH�FULPH

9DOXH�RI�WKH�RSWLRQ

<� S�I��LQWULQVLF�YDOXH�RI�D�FULPH�
0DUNHW�YDOXH�RI�FULPLQDO�RSWLRQ

&ULPH�RXW�RI�WKH�PRQH\ &ULPH�LQ�WKH�PRQH\
/LNH�D�ILQDQFLDO�RSWLRQ��WKH�FULPLQDO�RSWLRQ�LWVHOI�KDV�VRPH��QRQ�QHJDWLYH��YDOXH��D�R��EHFDXVH�RIWKH�XQFHUWDLQW\�RYHU�WKH�IXWXUH�YDOXH�RI�WKH�FULPH��$V�D�FRQVHTXHQFH��RSWLRQ�SULFLQJ�WKHRU\�FDQEH�XVHG�WR�µSULFH¶�FULPLQDO�GHFLVLRQV�DQG�GHFLGH�RQ�RSWLPDO�WLPLQJ�RI�H[HUFLVH��$JDLQ��UHIHUULQJWR�WKH�DQDORJ\�EHWZHHQ�WKH�SDUDPHWHUV�RI�ILQDQFLDO�DQG�UHDO�RSWLRQV�DQG�HTXDWLRQV�>�@ WR�>�@��WKHYDOXH�GULYHUV�RI�D�FULPH�LQ�UHDO�RSWLRQV�WHUPV�DUH��<� �EHQHILWV�RI�WKH�FULPH��S�I� �FRVWV�RI�WKH
�� 7KH�WLPH�YDOXH�RI�DQ�RSWLRQ�LV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�PDUNHW�YDOXH�RI�WKH�RSWLRQ��GDVKHG�OLQH�LQ�ILJXUH���DQG�WKH�LQWULQVLF�YDOXH��VROLG�OLQH�LQ�ILJXUH����
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FULPH��7�W� �WLPH�WR�H[SLUDWLRQ��U)  �ULVN�IUHH�LQWHUHVW�UDWH��V  �YRODWLOLW\�RI�H[SHFWHG�EHQHILWVRI�WKH�FULPH�DQG�G  �RSSRUWXQLW\�FRVW�RU�WKH�YDOXH�ORVW�GXULQJ�GXUDWLRQ�RI�WKH�RSWLRQ��7DEOH��VXPPDUL]HV� WKLV� DQDORJ\� EHWZHHQ� ILQDQFLDO�� UHDO� DQG� FULPLQDO� RSWLRQV�� ,W� LV� FOHDU� WKDWFRQYHQWLRQDO�HFRQRPLF�DQDO\VLV�RI�FULPH�RQO\�WDNHV�WZR�SDUDPHWHUV� LQWR�DFFRXQW��<�DQG�S�I�VHH�XSSHU�SDQHO�RI�ILJXUH�����ZKLOH� UHDO�RU�FULPLQDO�RSWLRQ�DQDO\VLV� WDNHV�VL[�YDULDEOHV� LQWRDFFRXQW� �VHH� ORZHU� SDQHO� RI� ILJXUH� ����%HVLGHV� WKH� EHQHILWV� DQG� WKH� FRVWV� RI� WKH� FULPH�� WKHRSWLRQ�PRGHO�WDNHV�LQWR�DFFRXQW�WKH�WLPH�WR�H[SLUDWLRQ��WKH�ULVN�IUHH�LQWHUHVW�UDWH��WKH�YRODWLOLW\RI� WKH�H[SHFWHG�EHQHILWV�RI� WKH�FULPH�DQG� WKH�RSSRUWXQLW\�FRVW�E\�QRW�FRPPLWWLQJ� WKH�FULPHLPPHGLDWHO\�
7DEOH���7KH�DQDORJ\�EHWZHHQ�FULPLQDO��UHDO�DQG�ILQDQFLDO�RSWLRQV)LQDQFLDO�RSWLRQ 5HDO�RSWLRQ &ULPLQDO�RSWLRQ6WRFN�SULFH 6 3UHVHQW�YDOXH�RI�IXWXUH�)2&)V 9 %HQHILWV�RI�WKH�FULPH <([HUFLVH�SULFH ; ,QYHVWPHQW�H[SHQGLWXUH , &RVWV�RI�WKH�FULPH S�I6WRFN�UHWXUQ�YRODWLOLW\ V 3URMHFW�UHWXUQ�YRODWLOLW\ V 9RODWLOLW\�RI�UHWXUQ�RI�FULPH V7LPH�WR�H[SLUDWLRQ 7�W 'XUDWLRQ�RI�UHDO�RSWLRQ 7�W 'XUDWLRQ�RI�FULPLQDO�RSWLRQ 7�W5LVN�IUHH�LQWHUHVW�UDWH U) 5LVN�IUHH�LQWHUHVW�UDWH U) 5LVN�IUHH�LQWHUHVW�UDWH U)'LYLGHQG\LHOG G 2SSRUWXQLW\�FRVW G 2SSRUWXQLW\�FRVW G
1RWH� WKH� RQH� LPSRUWDQW� IHDWXUH� RI� RSWLRQ� SULFLQJ� PRGHOV� LV� WKH� FRQFHSW� RI� ULVN� QHXWUDOYDOXDWLRQ��7KLV�PHDQV� WKDW� WKH� ULVN�SUHIHUHQFHV�RI� LQYHVWRUV��RU� LQ� WKLV�FDVH� FULPLQDOV��GRQ¶WPDWWHU�ZKHQ� SULFLQJ� GHULYDWLYHV�� 3XW� GLIIHUHQWO\�� LW� PHDQV� WKDW� WKH� YDOXDWLRQ� RQO\� LQYROYHVYDULDEOHV�WKDW�DUH�XQDIIHFWHG�E\�WKH�ULVN�SUHIHUHQFHV�RI�LQYHVWRUV�RU�FULPLQDOV��$V�+XOO������������SRLQWV� RXW�� WKH� VROXWLRQV� RI� DQ� RSWLRQ� SULFLQJ�PRGHO� �XVLQJ� ULVN�QHXWUDO� YDOXDWLRQ�� DUHYDOLG�LQ�DOO ZRUOGV��QRW�MXVW�WKRVH�ZKHUH�LQYHVWRUV��RU�FULPLQDOV��DUH�ULVN�QHXWUDO���

�� +RZHYHU��5XELQVWHLQ��������VKRZV�WKDW�RSWLRQ�SULFLQJ�IRUPXODV�FDQ�DOVR�EH�GHULYHG�XQGHU�ULVN�DYHUVLRQ�
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)LJXUH����5HDO�RSWLRQ�DQDO\VLV�YHUVXV�FRQYHQWLRQDO�HFRQRPLF�DQDO\VLV�RI�FULPH

%HQHILWV�RI�WKH�FULPH�&RVW�RI�WKH�FULPH

&RQYHQWLRQDO�HFRQRPLF�DQDO\VLV�RI�FULPH�

7LPH�WR�H[SLUDWLRQ 8QFHUWDLQW\�RI�WKH�EHQHILWV

9DOXH�ORVW�RYHU�GXUDWLRQ�RI�RSWLRQ5LVN�IUHH�LQWHUHVW�UDWH

5HDO�RSWLRQ�DQDO\VLV

%HQHILWV�RI�WKH�FULPH�&RVW�RI�WKH�FULPH

7KH� GLIIHUHQFH� EHWZHHQ� FRQYHQWLRQDO� HFRQRPLF� DQDO\VLV� RI� FULPH� DQG� FULPLQDO� RSWLRQDQDO\VLV�EHFRPHV�PRUH�FOHDU�ZKHQ�LW�LV�DQDO\]HG�XQGHU�ZKLFK�FRQGLWLRQV�ERWK�PRGHOV�OHDG�WRVLPLODU� FRQFOXVLRQV� DQG� XQGHU�ZKLFK� FRQGLWLRQV� WR� GLIIHUHQW� FRQFOXVLRQV��:KHQ� WKHUH� LV� QRXQFHUWDLQW\�DERXW�WKH�SURFHHGV�RI�WKH�FULPH��WHFKQLFDOO\��WKLV�PHDQV�WKH�YRODWLOLW\��V��DPRXQWVWR�]HUR��RU�ZKHQ�WKH�GHFLVLRQ�WR�FRPPLW�WKH�FULPH�FDQ�QR�ORQJHU�EH�GHIHUUHG��WHFKQLFDOO\��7�W � ��� FRQYHQWLRQDO� HFRQRPLF� DQDO\VLV� RI� FULPH� DQG� FULPLQDO� RSWLRQ� DQDO\VLV� \LHOG� VLPLODUFRQFOXVLRQV��7KH�QHW�JDLQ�DFFRUGLQJ�WR�WKH�FRQYHQWLRQDO�HFRQRPLF�DQDO\VLV�RI�FULPH�\LHOGV�<±S�I�� ,I�<�LV�ODUJHU�WKDQ�WKH�FRVW��S�I��D�FULPH�LV�FRPPLWWHG��$FFRUGLQJ�WR� WKH�FULPLQDO�RSWLRQPRGHO��WKH�RSWLRQ�RQO\�WDNHV�WKH�LQWULQVLF�YDOXH����6R�WKH�YDOXH�RI�WKH�FULPLQDO�RSWLRQ�LV�<±S�IRU����ZKLFKHYHU�LV�WKH�KLJKHVW����,I�WKH�RSWLRQ�WDNHV�D�SRVLWLYH�YDOXH��LW�ZLOO�EH�H[HUFLVHG�DQG�DJDLQ��WKH�FULPH�ZLOO�EH�FRPPLWWHG��$V�FDQ�EH�VHHQ��ERWK�PRGHOV�OHDG�WR�VLPLODU�FRQFOXVLRQV�
:KHQ�WKHUH�LV�VRPH�XQFHUWDLQW\�DERXW�WKH�SURFHHGV�RI�WKH�FULPH��WHFKQLFDOO\��WKLV�PHDQV�WKHYRODWLOLW\�WDNHV�D�SRVLWLYH�QXPEHU��RU�ZKHQ�WKH�GHFLVLRQ�WR�FRPPLW�WKH�FULPH�FDQ�EH�GHIHUUHGIRU� VRPH� WLPH� �WHFKQLFDOO\��7�W�!���� FRQYHQWLRQDO� HFRQRPLF� DQDO\VLV� RI� FULPH�DQG� FULPLQDORSWLRQ�DQDO\VLV�FDQ�OHDG�WR�GLIIHUHQW�FRQFOXVLRQV��)RU�LQVWDQFH�� LW�PD\�YHU\�ZHOO�EH�WKH�FDVHWKDW�D�FULPH�LV�QRW�SURILWDEOH�DFFRUGLQJ�WR�WKH�FRQYHQWLRQDO�HFRQRPLF�DQDO\VLV�RI�FULPH��%DVHG
�� ,I�7�W� ���RU�V  ����WKHQ�WKH�RSWLRQ�KDV�QR�WLPH�YDOXH��� 7KH�UHDGHU�PD\�QRWLFH�WKDW�WKH�SD\RII�LQ�WKH�FDVH�RI�WKH�FRQYHQWLRQDO�HFRQRPLF�DQDO\VLV�RI�FULPH�LV�DOVR�]HURZKHQ�WKH�FULPH�LV�QRW�FRPPLWWHG�



��
RQ�WKLV�PRGHO�� WKH�FULPH�ZLOO�QHYHU�EH�FRPPLWWHG��+RZHYHU�� WKH�FULPLQDO�RSWLRQ�PD\�VKRZWKDW� WKH� FULPH� FDQ� EHFRPH� SURILWDEOH� LQ� WKH� QHDU� IXWXUH�� 6R�� WKH� FRQFOXVLRQ� RI� WKH� RSWLRQPRGHO�LV�QRW�µQHYHU�FRPPLW�WKLV�FULPH¶�EXW�LW�VLPSO\�SRVWSRQHV�WKH�FULPLQDO�GHFLVLRQ��,I�LQ�WKHQHDU�IXWXUH�WKH�FULPH�EHFRPHV�SURILWDEOH��WKH�RSWLRQ�PD\�EH�H[HUFLVHG��,Q�WKH�RWKHU�FDVH��WKHRSWLRQ�H[SLUHV�DQG�QR�FULPH�ZLOO�EH�FRPPLWWHG��$QRWKHU�H[DPSOH�LV�WKH�FDVH�RI�D�SURILWDEOHFULPH�DFFRUGLQJ�WR�WKH�FRQYHQWLRQDO�HFRQRPLF�DQDO\VLV�RI�FULPH��,Q�WKLV�FDVH��WKH�FULPH�ZLOOEH� FRPPLWWHG� LPPHGLDWHO\��$JDLQ�� D� FULPLQDO� RSWLRQ� DQDO\VLV�PD\� VKRZ� WKDW�� DOWKRXJK� WKHFULPH�LV�DOUHDG\�SURILWDEOH��LW�LV�HFRQRPLFDOO\�PRUH�YDOXDEOH�WR�ZDLW��VHH�VHFWLRQ������
��,QVLGHU�WUDGLQJ�DV�D�FULPLQDO�RSWLRQ
:KLOH�WKH�SUHYLRXV�VHFWLRQ�VKRZHG�WKDW�DOO�FULPHV�FDQ�EH�VHHQ�DV�UHDO�RSWLRQV��L�H��WKH\�FRQIHUWKH� SRVVLELOLW\ EXW� QRW� WKH� REOLJDWLRQ� WR� FRPPLW� D� FULPH� LQ� WKH� IXWXUH�� WKH� FXUUHQW� VHFWLRQDSSOLHV�WKLV�PRGHO�WR�LOOHJDO�LQVLGHU� WUDGLQJ����,QVLGHU� WUDGLQJ�LV� WUDGLQJ�EDVHG�RQ�QRQ�SXEOLFLQIRUPDWLRQ� DERXW� D� FHUWDLQ� ILUP�VSHFLILF� HYHQW� WKDW� FDQ� LQIOXHQFH� WKH� SULFH� RI� D� VHFXULW\�6XSSRVH�FRUSRUDWH�LQVLGHUV�SRVVHVV�SULYDWH�LQIRUPDWLRQ�WKDW�LV��RI�FRXUVH��QRW�NQRZQ�WR�RWKHUPDUNHW�SDUWLFLSDQWV��H�J�� WKH�GHYHORSPHQW�RI�D�VLJQLILFDQW�QHZ�SURGXFW��%\�WKH�GHYHORSPHQWRI� WKLV� QHZ� SURGXFW�� WKH� FRUSRUDWH� LQVLGHUV� FUHDWHG� YDOXDEOH� LQIRUPDWLRQ� IRU� LQYHVWRUV�� 7KHPHUH�SRVVHVVLRQ�RI�WKH�SULYDWH�LQIRUPDWLRQ�JLYHV�WKH�LQVLGHUV�WKH�RSWLRQ�WR�WUDGH�EDVHG�RQ�WKLVLQIRUPDWLRQ�� 7KLV� FULPH� LV� DQ� RSWLRQ� EHFDXVH� WKH� LQVLGHUV� KDYH� WKH� SRVVLELOLW\�� EXW� QRW� WKHREOLJDWLRQ��WR�WUDGH�RQ�LQVLGH�LQIRUPDWLRQ�
$QDORJRXVO\� WR� WKH�JHQHUDO� FULPLQDO�RSWLRQ�PRGHO� LQ� WDEOH���ZH�FDQ�FRPSOHWH� DOO� VL[�YDOXHGULYHUV�RU�SDUDPHWHUV�RI� WKH�RSWLRQ�PRGHO��7KH�ILUVW�SDUDPHWHU��<��LQFOXGHV�WKH�EHQHILWV� WKHFULPLQDO�ZLOO�UHFHLYH�IURP�LQVLGHU�WUDGLQJ��7KHVH�DUH�WKH�UHDOL]HG�FDSLWDO�JDLQV�RQ�WKH�WUDGHGVKDUHV�� $QDORJRXVO\� WR� WKH� FRQYHQWLRQDO� HFRQRPLF� DQDO\VLV� RI� FULPH�� WKH� FRVW� RI� LQVLGHU
�� 7KLV�FKDSWHU� IRFXVHV�RQ� LOOHJDO� LQVLGHU� WUDGLQJ��+RZHYHU��QRW�DOO� WUDGLQJ�E\� LQVLGHUV� LV�SURKLELWHG�RU� LOOHJDO�/HJDO�LQVLGHU�WUDGLQJ�UHIHUV�WR�WKH�WUDQVDFWLRQV�E\�FRUSRUDWH�LQVLGHUV�WKDW�KDYH�WR�EH�UHSRUWHG�WR�WKH�VXSHUYLVLQJDXWKRULWLHV��)RU�LQVWDQFH��LQ�WKH�8�6��µRIILFHUV¶��µGLUHFWRUV¶�DQG�EHQHILFLDO�RZQHUV�RI�PRUH�WKDQ�WHQ�SHUFHQW�RI�DQ\FODVV� RI� VWRFN� WR� GLVFORVH� WKHLU� IUDFWLRQ� RI� VKDUH� RZQHUVKLS� DQG� WKHLU� WUDQVDFWLRQV� LQ� VKDUHV� RI� WKHLU� FRPSDQ\�6HFWLRQ���D����D��6HFXULWLHV�([FKDQJH�$FW�RI��������:LWKLQ�WHQ�GD\V�RI�REWDLQLQJ�WKHLU�LQVLGHU�VWDWXV��LQVLGHUVKDYH� WR�GLVFORVH� WKHLU� LQLWLDO� IUDFWLRQ�RI�RZQHUVKLS� LQ� WKH�FRPSDQ\�YLD�D�)RUP����6XEVHTXHQW�FKDQJHV� LQ� WKHLUIUDFWLRQ�RI�RZQHUVKLS�KDYH�WR�EH�GLVFORVHG�YLD�D�)RUP���E\�WKH�WHQWK�GD\�RI�WKH�PRQWK�IROORZLQJ�RQ�WKH�PRQWK�RIWKH� WUDQVDFWLRQ��0RUHRYHU�� LQVLGHUV�KDYH� WR�GLVFORVH� WKHLU� IUDFWLRQ�RI�RZQHUVKLS�ZLWKLQ����GD\V�DIWHU� WKH� ILVFDO\HDU�HQG�YLD�D�)RUP����7KH�6(&�GLVWULEXWHV�WKHVH�QRWLILFDWLRQV�WR�WKH�LQYHVWPHQW�SXEOLF�WKURXJK�WKH�SXEOLFDWLRQµ2IILFLDO�6XPPDU\�RI�6HFXULW\�7UDQVDFWLRQV� DQG�+ROGLQJV¶��7KLV� OHJDO� LQVLGHU� WUDGLQJ�KDV� WR� EH� GLVWLQJXLVKHGIURP�LOOHJDO�LQVLGHU�WUDGLQJ�SURKLELWHG�E\�VHFWLRQ����E��RI�WKH�6HFXULWLHV�DQG�([FKDQJH�$FW�RI������DQG�6(&�UXOH��E���



��
WUDGLQJ�LV�WKH�SURGXFW�RI�WKH�SUREDELOLW\�RI�FRQYLFWLRQ�IRU�FRPPLWWLQJ�LQVLGHU�WUDGLQJ��S��DQGWKH�OHYHO�RI�SXQLVKPHQW�IRU�FRPPLWWLQJ�LQVLGHU�WUDGLQJ��I���7KH�GXUDWLRQ�RI�WKH�FULPLQDO�RSWLRQ�7�W��ZLOO�EH�UDWKHU�VKRUW�LQ�WKH�FDVH�RI�LQVLGHU�WUDGLQJ��YDU\LQJ�IURP�D�FRXSOH�RI�KRXUV��GD\VRU�PD[LPXP�VRPH�ZHHNV��,W�LV�WKH�WLPH�EHWZHHQ�WKH�SRVVHVVLRQ�RI�WKH�SULYDWH�LQIRUPDWLRQ�DQGWKH�RIILFLDO�GLVFORVXUH�RI�WKDW�LQIRUPDWLRQ�WKURXJK�D�SXEOLF�DQQRXQFHPHQW��,W�LV�FOHDU�WKDW�WKHH[SLUDWLRQ�GDWH�RI� WKLV�RSWLRQ� LV� WKH�PRPHQW�RQ�ZKLFK�D�SXEOLF�DQQRXQFHPHQW� LV�PDGH��2QWKDW�PRPHQW�WKH�FRUSRUDWH�LQVLGHU�GRHV�QR�ORQJHU�SRVVHVV�SULYDWH�LQIRUPDWLRQ��7KH�YRODWLOLW\LV�WKH�VWDQGDUG�GHYLDWLRQ�RQ�WKH�UHWXUQ�RI�WKH�FULPH��7KH�ILQDO�SDUDPHWHU��G��LV�WKH�RSSRUWXQLW\FRVW�E\�QRW�H[HUFLVLQJ�WKH�RSWLRQ�LPPHGLDWHO\��7KLV�FDQ�EH�FRPSDUHG�WR�WKH�GLYLGHQG�LQ�FDVHRI�ILQDQFLDO�RSWLRQV��$V�ORQJ�DV�WKH�KROGHU�RI�D�FDOO�RSWLRQ�GRHVQ¶W�H[HFXWH� WKH�RSWLRQ��KH�LVQRW�HQWLWOHG�WR�WKH�GLYLGHQGV�RI�WKH�XQGHUO\LQJ�VKDUH��7KH�PLVVLQJ�RI�WKLV�GLYLGHQG�UHGXFHV�WKHYDOXH�RI�WKH�RSWLRQ��,Q�WKH�VDPH�ZD\��G LV�WKH�YDOXH�ORVW�GXULQJ�WKH�GXUDWLRQ�RI� WKH�FULPLQDORSWLRQ��)RU��E\�QRW�WUDGLQJ�RQ�WKH�LQVLGH�LQIRUPDWLRQ�LPPHGLDWHO\��WKH�SURILWV�EDVHG�RQ�LQVLGHUWUDGLQJ�PD\�GHFOLQH��7KLV� LV� WKH� FDVH� LI� SDUWV� RI� WKH� SULYDWH� LQIRUPDWLRQ� OHDN� WR� WKH�PDUNHWEHIRUH�WKH�LQVLGHU�H[HUFLVHV�KLV�RSWLRQ��7KHVH�LQIRUPDWLRQ�OHDNDJHV�PD\�FDXVH�WKH�VWRFN�SULFHWR�ULVH��LQ�FDVH�RI�JRRG�QHZV��� ,Q� WKLV�ZD\�� WKH�SRWHQWLDO�FDSLWDO�JDLQV�RI� WKH�LQVLGHU�ZLOO�EHVPDOOHU�� 6XPPDUL]LQJ�� WKHVH� SDUDPHWHUV� FDQ� EH� ODEHOOHG� DV�� <�  � FDSLWDO� JDLQV� RI� LQVLGHUWUDGLQJ�� S�I�  � FRVW� RI� LQVLGHU� WUDGLQJ�� 7�W�  � WLPH� GXULQJ�ZKLFK� LQVLGHU� SRVVHVVHV� SULYLOHJHGLQIRUPDWLRQ��U)  �ULVN�IUHH�LQWHUHVW�UDWH��V  �YRODWLOLW\�RI�H[SHFWHG�EHQHILWV�RI�LQVLGHU�WUDGLQJDQG�G  �YDOXH�ORVW�GXULQJ�GXUDWLRQ�RI�WKH�RSWLRQ�E\�QRW�WUDGLQJ�LPPHGLDWHO\�
/HW¶V� LOOXVWUDWH� WKH�XVH�RI�RSWLRQ�SULFLQJ�PRGHO� WR�DQDO\]H�FULPLQDO�EHKDYLRU� LQ�FDVH�RI� LQVLGHUWUDGLQJ� E\� D� VW\OL]HG� H[DPSOH�� 6XSSRVH� D� FRUSRUDWH� LQVLGHU� SRVVHVVHV� VRPH� SULYDWH� SULFH�VHQVLWLYH�LQIRUPDWLRQ��&XUUHQWO\��WKH�VKDUHV�RI�KLV�FRPSDQ\�DUH�WUDGHG�DW������(85��%HWZHHQ�WKHPRPHQWV�RI�WKH�SRVVHVVLRQ�RI�WKLV�SULYDWH�LQIRUPDWLRQ�DQG�WKH�SXEOLF�DQQRXQFHPHQW�OLHV�D�SHULRGRI�RQH�PRQWK��)XUWKHUPRUH��VXSSRVH�WKH�LQVLGHU�EX\V�����VKDUHV�RI�KLV�RZQ�FRPSDQ\�EDVHG�RQWKH�LQVLGH�LQIRUPDWLRQ��+H�H[SHFWV�WKH�QHZ�HTXLOLEULXP�SULFH�WR�EH����(85�RQFH�WKH�QHZV�KDVSXEOLFO\� EHHQ� GLVFORVHG� �WKLV� LV� HTXDO� WR� D� SULFH� LQFUHDVH� RI� ������ 7KH� H[SHFWHG� OHYHO� RISXQLVKPHQW��I��HTXDOV��������(85��ZKLOH�WKH�SUREDELOLW\�RI�FRQYLFWLRQ��S��LV������7KH�ULVN�IUHHLQWHUHVW� UDWH� LV� ��� DQG� WKH� YRODWLOLW\� RI� WKH� UHWXUQ� RI� WKH� FULPH� LV� ����� )LQDOO\�� VXSSRVH� WKHRSSRUWXQLW\� FRVW� LV� HTXDO� WR�����6KRXOG� WKH� FRUSRUDWH� LQVLGHU� WUDGH� RQ�KLV� LQVLGH� LQIRUPDWLRQLPPHGLDWHO\�RU�VKRXOG�KH�SRVWSRQH�KLV�GHFLVLRQ"



��
$FFRUGLQJ� WR� WKH� FRQYHQWLRQDO� FRVW� EHQHILW� DSSURDFK� KH� ZLOO� FRPPLW� WKH� FULPH� LPPHGLDWHO\EHFDXVH�WKH�H[SHFWHG�QHW�JDLQ��<�±�S�I��LV�SRVLWLYH�DQG�HTXDO�WR������(85�PLQXV������(85�RU����(85��1H[W��WKH�FULPLQDO�RSWLRQ�PRGHO�LV�DSSOLHG�WR�WKLV�VLWXDWLRQ��6KRXOG�WKH�LQVLGHU�WUDGHLPPHGLDWHO\� RQ� WKH� LQIRUPDWLRQ� RU� EHWWHU� ZDLW"� 8VLQJ� D� %ODFN�6FKROHV� PRGHO� WR� SULFH� WKLVFULPLQDO�RSWLRQ��WKH�GLIIHUHQW�SDUDPHWHUV�FDQ�EH�FDOFXODWHG�DV�IROORZV��7KH�H[SHFWHG�FDSLWDO�JDLQVDUH� ���� VKDUHV� WLPHV� ���� ±� ������ (85� RU� ������ (85�� 7KH� H[SHFWHG� FRVWV� RI� WKLV� FULPH� DUH�������������(85�RU�������(85��7KH�GXUDWLRQ�RI�WKH�RSWLRQ�LV�RQH�PRQWK�RU��������\HDUV��WKHYRODWLOLW\�LV�������WKH�ULVN�IUHH�UDWH�LV������DQG�G LV�������(QWHULQJ�WKLV�GDWD�LQ�WKH�RSWLRQ�SULFLQJIRUPXOD�\LHOG�DQ�RSWLRQ�YDOXH��&���RI��������(85����$V�FDQ�EH�VHHQ��WKH�RSWLRQ�YDOXH����������LVKLJKHU� WKDQ� WKH� FRQYHQWLRQDO� FRVW� EHQHILW� YDOXH� ������� 7KHUHIRUH�� DFFRUGLQJ� WR� WKH� FULPLQDORSWLRQ�PRGHO��WKH�FRUSRUDWH�LQVLGHU�VKRXOG�ZDLW�EHIRUH�GHFLGLQJ�ZKHQ�WR�FRPPLW�WKH�FULPH�
$OWHUQDWLYHO\��FDOFXODWLRQV�ZHUH�PDGH�XVLQJ�D�YDOXH�RI��������(85�LQVWHDG�RI��������(85IRU� WKH� OHYHO�RI�SXQLVKPHQW� �I��� ,Q� WKLV�FDVH� WKH�FRQYHQWLRQDO� FRVW�EHQHILW� DSSURDFK� \LHOGV�DYDOXH� RI� �� (85�� $FFRUGLQJ� WR� WKLV� DSSURDFK� WKH� FULPH� ZLOO� QHYHU� EH� FRPPLWWHG�� ,I� RQHFDOFXODWHV� WKH� RSWLRQ� YDOXH� RI� WKLV� FULPH�� WKH� RSWLRQ� LV� ZRUWK� ������� (85�� 7KHUHIRUH�� WKHGHFLVLRQ� DFFRUGLQJ� WR� WKH� RSWLRQ� PRGHO� LV� WR� ZDLW�� ,W� PD\� YHU\� ZHOO� EH� WKH� FDVH� WKDW� WKHFULPLQDO�RSWLRQ�EHFRPHV�YDOXDEOH�DIWHU�DOO�
7KH� QH[W� WZR� VHFWLRQV� DQDO\]H� LQVLGHU� WUDGLQJ� DV� D� UHDO� RSWLRQ� LQ�PRUH� GHWDLO�� 6HFWLRQ� IRXUH[DPLQHV�WKLV�FULPLQDO�RSWLRQ�IURP�WKH�SRLQW�RI�YLHZ�RI�WKH�FULPLQDO��ZKLOH�VHFWLRQ�ILYH�LV�WKHSRLQW�RI�YLHZ�RI�WKH�OHJLVODWRU��+RZ�FDQ�LQVLGHU�WUDGLQJ�EH�UHVWULFWHG�EDVHG�RQ�WKH�ILQGLQJV�RIDQ�RSWLRQ�PRGHO"
��7KH�SRLQW�RI�YLHZ�RI�WKH�FULPLQDO�±�SUR�DFWLYH��PDQDJHPHQW�RI�WKH�FULPLQDO�RSWLRQ�E\WKH�FULPLQDO
,I�D�FULPLQDO�XVHV�D�FULPLQDO�RSWLRQ�PRGHO�WR�GHWHUPLQH�ZKHWKHU��RU�ZKHQ��WR�FRPPLW�D�FULPH�WKLV�DSSURDFK�FDQ�KDYH�PDMRU�LPSOLFDWLRQV�IRU�WKH�FULPLQDO�HQIRUFHPHQW�SROLF\�LQ�JHQHUDO�DQGWKH�UHVWULFWLRQ�RI�LQVLGHU�WUDGLQJ�LQ�SDUWLFXODU��VHH�VHFWLRQ�ILYH���$V�WKH�DERYH�VHFWLRQV�VKRZHG�DOO�FULPLQDO�GHFLVLRQV�FDQ�LQ�IDFW�EH�VHHQ�DV�UHDO�RSWLRQV��L�H��WKH\�FRQIHU�WKH�SRVVLELOLW\�EXW�QRW
�� 5HIHUULQJ�WR�HTXDWLRQ�>�@ WR�>�@��G� DQG�G� DPRXQW��������DQG��������UHVSHFWLYHO\�DQG�1�G���DQG�1�G���DPRXQW�������DQG��������UHVSHFWLYHO\�



��
WKH�REOLJDWLRQ� WR�FRPPLW�D�FULPH� LQ� WKH� IXWXUH��6XFK�FULPLQDO�RSWLRQV�FDQ�EH�YDOXHG�XVLQJ�DQRSWLRQ� YDOXDWLRQ� PRGHO�� H�J�� WKH� %ODFN�6FKROHV� PRGHO�� $V� VXFK�� WKLV� PRGHO� FDQ� EH� XVHG� WRGHWHUPLQH�ZKLFK�SDUDPHWHUV�RU�YDOXH�GULYHUV�RI�WKH�PRGHO�ZLOO�FDXVH�WKH�YDOXH�RI�WKH�FULPLQDORSWLRQ�WR�UDLVH�
)LJXUH����6HQVLWLYLW\�RI�WKH�GLIIHUHQW�YDOXH�GULYHUV�RI�WKH�FULPLQDO�RSWLRQ�PRGHO
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6HQVLWLYLW\�RI�RSWLRQ�YDOXH

�&KDQJH�LQ�RSWLRQ�YDOXH�DULVLQJ�IURP�D�����FKDQJHLQ�HDFK�YDOXH�GULYHU�RI�WKH�PRGHO�

&� �������

/HW¶V�FRQVLGHU�DJDLQ�WKH�H[DPSOH�RI�WKH�SUHYLRXV�VHFWLRQ��2QFH��WKH�RSWLRQ�YDOXH�LV�FDOFXODWHG�D�VHQVLWLYLW\�DQDO\VLV�FDQ�EH�FDUULHG�RXW�RQ� WKLV�EDVH�FDVH��)LJXUH��� LOOXVWUDWHV� WKLV�H[HUFLVH�7KH�OHIW�SDQHO�RI�WKLV�ILJXUH�JLYHV�WKH�GLIIHUHQW�YDOXH�GULYHUV�RI�WKH�EDVH�FDVH��ZKLOH�WKH�ULJKWSDQHO� JLYHV� WKH� SHUFHQWDJH� FKDQJH� LQ� WKH� RSWLRQ� YDOXH� DULVLQJ� IURP� D� ���� FKDQJH� LQ� HDFKYDOXH�GULYHU� RI� WKH�PRGHO�� )RU� LQVWDQFH�� LI� WKH� H[SHFWHG� FRVWV� IURP� WKH� FULPH� GHFUHDVH� E\�����WKH�RSWLRQ�YDOXH�GRXEOHV�LQ�YDOXH���������2U��LI� WKH�YRODWLOLW\� LQFUHDVHV�E\������WKHQWKH�RSWLRQ�YDOXH�LQFUHDVHV�������$V�FDQ�EH�VHHQ��WKH�FULPLQDO�RSWLRQ�LQ�WKLV�H[DPSOH�LV�PRVWVHQVLWLYH�IRU�D�FKDQJH�LQ�WKH�EHQHILWV�DQG�FRVWV�RI�WKH�FULPH����������7KH�YDOXH�ORVW�RYHU�WKHGXUDWLRQ�RI�WKH�RSWLRQ�DQG�WKH�ULVN�IUHH�LQWHUHVW�UDWH�KDYH�OLWWOH�LQIOXHQFH���������DQG�������UHVSHFWLYHO\��� +RZHYHU�� RWKHU� FULPLQDO� RSWLRQV� PD\� YHU\� ZHOO� \LHOG� GLIIHUHQW� FRQFOXVLRQVDERXW�WKH�PRVW�LPSRUWDQW�YDOXH�GULYHUV�
$�PRUH�IRUPDO�DQDO\VLV�RI�WKH�VHQVLWLYLW\�RI�WKH�RSWLRQ�YDOXH�WR�WKH�GLIIHUHQW�YDOXH�GULYHUV�LVWKH� FDOFXODWLRQ� RI� ZKDW� LV� FRPPRQO\� NQRZQ� DV� WKH� µ*UHHNV¶� �:LOPRWW�� ������� )RU�� DVH[SODLQHG�EHORZ��XQGHUVWDQGLQJ�KRZ�D�FKDQJH�LQ�RQH�RI�WKH�YDOXH�GULYHUV�DIIHFWV�WKH�FULPLQDO



��
RSWLRQ� YDOXH� LV� YHU\� LPSRUWDQW� IRU� WKH� FULPLQDO� HQIRUFHPHQW� SROLF\�� 7R� TXDQWLI\� WKHVHG\QDPLFV��WKH�SDUWLDO�� GHULYDWLYHV�RI�WKH�RSWLRQ�YDOXH�ZLWK�UHVSHFW�WR�WKH�VL[�SDUDPHWHUV�PXVWEH� FDOFXODWHG�� 7KHVH� GHULYDWLYHV� DUH� VXPPDUL]HG� LQ� WDEOH� �� �6HH� DSSHQGL[� �� IRU� D� GHWDLOHGGHULYDWLRQ�RI�WKH�*UHHNV��
7DEOH���7KH�*UHHNV�±�GHULYDWLYHV�RI�D�FULPLQDO�RSWLRQ6HQVLWLYLW\�RI�&�WR� 1DPH�DQGV\PERO )RUPXOD
%HQHILWV�RI�WKH�FULPH��<� 'HOWD ' � � � ��G1H W7 ��G
9RODWLOLW\��V� 9HJD Q � � � �W7HGQW7< ��� G�'XUDWLRQ��7�W� 7KHWD 4 � � � � � � � � � �� � � �W7
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5LVN�IUHH�LQWHUHVW�UDWH��U� 5KR U � � � � � � � ��� G1HW7IS W7U ���&RVW�RI�WKH�FULPH��S�I� 3VL < � � � ��G1H W7U ���2SSRUWXQLW\�FRVW��G� .VL ; � � � � � ��G1HW7< W7 ���� G
1RWH��7KH�YDOXH�Q�G���LV�WKH�GHULYDWLYH�RI�WKH�VWDQGDUG�QRUPDO�GLVWULEXWLRQ�IXQFWLRQ�ZLWK�UHVSHFW�WR�G�
'HOWD�LV�WKH�SDUWLDO�GHULYDWLYH�RI�WKH�RSWLRQ�YDOXH��&��ZLWK�UHJDUG�WR�WKH�EHQHILWV�RI�WKH�FULPH�<���7KLV�GHULYDWLYH�LV�DOZD\V�JUHDWHU� WKDQ�]HUR��PHDQLQJ�WKDW� WKH�KLJKHU� WKH�EHQHILWV�RI� WKHFULPH��WKH�PRUH�YDOXDEOH�WKH�FULPLQDO�RSWLRQ��7KH�GHULYDWLYH�ZLWK�UHJDUG�WR�YRODWLOLW\��YHJD�DOVR�KDV�D�SRVLWLYH�VLJQ��7KLV�LV�D�FRQVHTXHQFH�RI�WKH�DV\PPHWULF�SD\RII�SURILOH�RI�DQ�RSWLRQ�$�KLJKHU�YRODWLOLW\� LQFUHDVHV� WKH�XSVLGH� SRWHQWLDO� RI� WKH� RSWLRQ��ZKLOH� DW� WKH� VDPH� WLPH� WKHGRZQVLGH�ORVV�LV�OLPLWHG��)RU��LI�WKH�RSWLRQ�H[SLUHV�RXW�RI�WKH�PRQH\�� WKH�RSWLRQ�ZLOO�QRW�EHH[HUFLVHG��7KHWD�LV�DOZD\V�QHJDWLYH��7KH�VKRUWHU�WKH�WLPH�WR�H[SLUDWLRQ��WKH�OHVV�YDOXDEOH�WKHFULPLQDO�RSWLRQ��5KR� LV� WKH�SDUWLDO�GHULYDWLYH�RI�&�ZLWK� UHJDUG� WR� WKH� ULVN�IUHH� LQWHUHVW� UDWH�)LQDOO\��WKH�GHULYDWLYH�ZLWK�UHJDUG�WR�WKH�FRVW�RI�WKH�FULPH��S�I��LV�GHQRWHG�DV�SVL��7KH�KLJKHUWKH�FRVW�RI�WKH�FULPH��WKH�OHVV�YDOXDEOH�WKH�FULPLQDO�RSWLRQ�
%\�FDOFXODWLQJ�WKH�*UHHNV�DQG�VLPXODWLQJ�WKH�VHQVLWLYLW\�RI�WKH�GLIIHUHQW�YDOXH�GULYHUV�RI�KLVUHDO�RSWLRQ��D�FULPLQDO�FDQ�DFWLYHO\�PDQDJH�KLV��SRUWIROLR�RI��UHDO�RSWLRQV��,QVWHDG�RI�SDVVLYHO\
�� :KLOH�ZH�DOORZ�RQH�SDUDPHWHU�WR�FKDQJH��ZH�KROG�DOO�RWKHU�SDUDPHWHUV�FRQVWDQW�



��
PRQLWRULQJ�KLV�FULPLQDO�RSWLRQ��DQ�DFWLYH�PDQDJHPHQW�RI� WKH� VL[�YDOXH�GULYHUV�FDQ� LQFUHDVHWKH� RSWLRQ� YDOXH�� ,Q� RUGHU� WR�PD[LPL]H� KLV� FULPLQDO� RSWLRQ� YDOXH�� WKH� FULPLQDO� FDQ� SXUVXHGLIIHUHQW�VWUDWHJLHV��VHH�ILJXUH�����+H�FDQ��IRU�LQVWDQFH��LQFUHDVH�WKH�GXUDWLRQ�RI�WKH�FULPLQDORSWLRQ�E\�WU\LQJ�WR�SRVWSRQH�WKH�GLVFORVXUH�RI�WKH�SULYDWH�LQIRUPDWLRQ��OHYHU�����LQFUHDVH�WKHH[SHFWHG�EHQHILWV�RI�WKH�FULPH�E\�VLPXOWDQHRXVO\�PDQLSXODWLQJ�VWRFN�SULFHV��OHYHU����RU�WU\�WRDYRLG�LQIRUPDWLRQ�OHDNDJHV�WR�PLQLPL]H�WKH�RSSRUWXQLW\�FRVWV��OHYHU����
)LJXUH����$FWLYH�PDQDJHPHQW�RI�FULPLQDO�EHKDYLRU�E\�WKH�FULPLQDO

,QFUHDVH�WKH�RSWLRQ¶V�GXUDWLRQ�3RVWSRQH�WKH�GLVFORVXUH�RI�SULYDWHLQIRUPDWLRQ
OHYHU�� ,QFUHDVH�WKH�XQFHUWDLQW\�RI�WKH�UHWXUQ�RIWKH�FULPH��&UHDWH�D�QHWZRUN�IRU�LQVLGHU�WUDGLQJ

OHYHU��

'HFUHDVH�WKH�FRVW�RI�WKH�FULPH�'HFUHDVH�WKH�SUREDELOLW\�RI�GHWHFWLRQ
OHYHU��

'HFUHDVH�YDOXH�ORVW�E\�ZDLWLQJ�WR�H[HUFLVH�6WULFW�FRQWURO�RI�SULYDWH�LQIRUPDWLRQ�$YRLG�XVH�RI�RWKHU�FRPPXQLFDWLRQ�FKDQQHOV
OHYHU��

0RQLWRU�WKH�LPSDFW�RI�FKDQJHV�LQ�WKH�ULVN�IUHH�LQWHUHVW�UDWHOHYHU��

,QFUHDVH�WKH�H[SHFWHG�EHQHILWV�RI�WKHFULPH��6WRFN�SULFH�PDQLSXODWLRQ
OHYHU��

��7KH�SRLQW�RI�YLHZ�RI�WKH�OHJLVODWRU�±�FULPLQDO�HQIRUFHPHQW�SROLF\
$�WKRURXJK�H[DPLQDWLRQ�RI�WKH�VHQVLWLYLW\�RI�WKH�GLIIHUHQW�YDOXH�GULYHUV�RI�D�FULPLQDO�RSWLRQ�LVDOVR�YHU\�LPSRUWDQW�LQ�RUGHU�WR�HVWDEOLVK�DQ�DGHTXDWH�FULPLQDO�HQIRUFHPHQW�SROLF\��2QFH�WKHPRVW� YDOXDEOH� SDUDPHWHUV� RI� D� SDUWLFXODU� NLQG� RI� FULPLQDO� RSWLRQV� DUH� LGHQWLILHG�� WKHHQIRUFHPHQW� SROLF\� FDQ� RFFXU� PRUH� HIILFLHQWO\� E\� IRFXVLQJ� RQ� WKHVH� SDUDPHWHUV�� -XVW� DVFULPLQDOV� FDQ� DFWLYHO\�PDQDJH� WKHLU� �SRUWIROLR� RI�� UHDO� RSWLRQV�� WKH� FULPLQDO� OHJLVODWRU� DQGSURVHFXWLQJ�DXWKRULWLHV�FDQ�DFWLYHO\�PDQDJH�WKH�HQIRUFHPHQW�RI�FULPLQDO�RSWLRQV�� ,QVWHDG�RISDVVLYHO\�PRQLWRULQJ�FULPHV��DQ�DFWLYH�HQIRUFHPHQW�SROLF\�EDVHG�RQ�WKH�VL[�YDOXH�GULYHUV�RIFULPLQDO�RSWLRQV�FDQ�EH�SXUVXHG��:KLOVW�FULPLQDOV�FDQ�GHYHORS�VWUDWHJLHV�WR�LQFUHDVH�WKH�UHDO



��
RSWLRQ�YDOXH��WKH�SRLQW�RI�YLHZ�RI�WKH�HQIRUFHPHQW�SROLF\�LV�MXVW�WKH�RSSRVLWH��L�H��GHYHORS�DQDGHTXDWH� SROLF\� WR� GHFUHDVH� WKH� YDOXH� RI� WKH� FULPLQDO� RSWLRQ� E\� XVLQJ� RQH� RI� WKH� VL[SDUDPHWHUV�
)LJXUH����$FWLYH�PDQDJHPHQW�RI�FULPLQDO�EHKDYLRU�E\�WKH�OHJLVODWRU

5HGXFH�WKH�RSWLRQ¶V�GXUDWLRQ�(DUOLHU�QRWLILFDWLRQ�RI�SULFH�VHQVLWLYH�LQIRUPDWLRQ�(DUOLHU�QRWLILFDWLRQ�RI�TXDUWHUO\�UHVXOWV
OHYHU�� 'HFUHDVH�WKH�XQFHUWDLQW\�RI�WKH�UHWXUQ�RI�WKH�FULPH�&RQVLVWHQW�SURVHFXWLRQ�RI�DOO�FDVHV�RI�LQVLGHU�WUDGLQJ�&RPPXQLFDWH�HYHU\�LQTXLU\�LQWR�SRVVLEOH�LQVLGHU�WUDGLQJ�FOHDUO\�WR�WKH�PDUNHW

OHYHU��

,QFUHDVH�WKH�FRVW�RI�WKH�FULPH��,QFUHDVH�S��FHUWDLQW\�RI�SXQLVKPHQW��,QFUHDVH�I��VHYHULW\�RI�SXQLVKPHQW��&RQWUDFWXDO�VDQFWLRQV�LQ�FRPSDQ\�FRGHV

OHYHU��

,QFUHDVH�YDOXH�ORVW�E\�ZDLWLQJ�WR�H[HUFLVH�6WLPXODWLQJ�RWKHU�FRPPXQLFDWLRQ�FKDQQHOVOHYHU��
0RQLWRU�WKH�LPSDFW�RI�FKDQJHV�LQ�WKH�ULVN�IUHH�LQWHUHVW�UDWHOHYHU��

5HGXFH�WKH�H[SHFWHG�EHQHILWV�RI�WKH�FULPH�7D[DWLRQ�RI�FDSLWDO�JDLQV�/LPLWDWLRQ�RI�WKH�QXPEHU�RI�ERDUG�PHPEHUVKLSV�&RPSDQ\�FRGHV�,Q�KRXVH�RUJDQL]DWLRQ�ZLWK�UHJDUG�WR�SULFH�VHQVLWLYH�LQIRUPDWLRQ

OHYHU��

,Q�RUGHU�WR�PLQLPL]H�WKH�FULPLQDO�RSWLRQ�YDOXH��WKH�OHJLVODWRU�DQG�VXSHUYLVLQJ�DXWKRULWLHV�PXVWSXOO�RQH�RU�PRUH�OHYHUV�DV�YLVXDOL]HG�LQ�ILJXUH����/HYHU�RQH�FRQVLVWV�RI�UHGXFLQJ�WKH�GXUDWLRQRI� WKH� FULPLQDO� RSWLRQ�� 7KLV� FDQ� EH� REWDLQHG� E\� DQ� HDUOLHU� QRWLILFDWLRQ� RI� SULFH�VHQVLWLYHLQIRUPDWLRQ��SUHIHUDEO\�GXULQJ�WKH�WUDGLQJ�KRXUV�RI� WKH�VWRFN�H[FKDQJH��(QJHOHQ�DQG�.DELU��������,Q�WKLV�ZD\��WKH�WLPH�VSDQ�IRU�WKH�LQVLGHU�WR�DFW�RQ�KLV�SULYDWH�LQIRUPDWLRQ�LV�UHGXFHG�)XUWKHUPRUH�� DQ� HDUOLHU� QRWLILFDWLRQ� RI� TXDUWHUO\� UHVXOWV� DQG� VHPL�DQQXDO� UHSRUWV� FDQ� DOVRUHGXFH�WKH�WLPH�WR�H[SLUDWLRQ��)RU�LQVWDQFH��(QJHOHQ��������SRLQWV�RXW�WKDW�%HOJLDQ�FRPSDQLHVRQ� WKH� (XURQH[W� %UXVVHOV� GLVWULEXWH� WKHLU� VHPL�DQQXDO� UHSRUWV� PRUH� WKDQ� ��� GD\V� DIWHU� WKHFORVLQJ� RI� WKH� ILUVW� KDOI�\HDU��:KHQ� WKLV� WHUP� LV� FRPSDUHG� WR� WKH� GLVFORVXUH� SROLF\� RQ� H�J�1$6'$4��ZKLFK�XVHV�D�SXEOLFDWLRQ� WHUP�RI����GD\V�� DQ�HDUOLHU�QRWLILFDWLRQ�FDQ� UHGXFH� WKHRSWLRQ¶V�GXUDWLRQ�VLJQLILFDQWO\��7KLV�FDQ�EH�PHDVXUHG�DQDO\WLFDOO\�E\�GHFUHDVLQJ�WKH� WLPH� WRPDWXULW\��7�W��IURP�H�J�����GD\V�WR����GD\V�



��
/HYHU�WZR�LV�WKH�GHFUHDVH�RI�WKH�XQFHUWDLQW\�RI�WKH�H[SHFWHG�UHWXUQ�RI�WKH�FULPH��,Q�WKLV�FDVH�WKH� FRUSRUDWH� LQVLGHU� ZLOO� HVSHFLDOO\� EH� VHQVLWLYH� WR� D� UHGXFHG� XQFHUWDLQW\� FRQFHUQLQJ� WKHH[SHFWHG� FRVW� FRPSRQHQW�� 3UHVHQWO\�� WKHUH� LV� FRQVLGHUDEOH� XQFHUWDLQW\� ZLWK� UHVSHFW� WR� WKHGHWHFWLRQ�DQG�SURVHFXWLRQ�RI�LQVLGHU�WUDGLQJ��$�FRQVLVWHQW�SURVHFXWLRQ�RI�DOO�FDVHV�RI� LQVLGHUWUDGLQJ�FDQ�EH�DQ�HIILFLHQW�VLJQDO�WR�SRWHQWLDO�FULPLQDOV��,Q�WKLV�ZD\��WKH�FULPLQDO�LV�FRQIURQWHGZLWK� OHVV� XQFHUWDLQW\� DERXW� WKH� HQIRUFHPHQW� SROLF\�� $OVR�� D� FOHDU� DQG� FRQVLVWHQWFRPPXQLFDWLRQ�RI�HYHU\�LQTXLU\�LQWR�SRVVLEOH�FDVHV�RI�LQVLGHU�WUDGLQJ�WR�WKH�PDUNHW�FDQ�DGGWR� UHGXFH� WKH�XQFHUWDLQW\��6XSHUYLVLQJ� DXWKRULWLHV� KDYH�QR� LPSDFW� RQ� WKH�XQFHUWDLQW\�RI� WKHH[SHFWHG� EHQHILWV� FRPSRQHQW� RI� WKH� FULPH�� )RU�� LW� LV� WKH� PDUNHW� WKDW� GHWHUPLQHV� WKH� QHZHTXLOLEULXP�VWRFN�SULFH�RQFH�WKH�SULFH�VHQVLWLYH�LQIRUPDWLRQ�KDV�EHHQ�GLVFORVHG�
$�UHGXFWLRQ�RI�WKH�H[SHFWHG�EHQHILWV�RI�WKH�FULPH�LV�D�WKLUG�OHYHU�RI�DQ�DGHTXDWH�HQIRUFHPHQWSROLF\��$Q� HIILFLHQW�ZD\� WR� UHGXFH� WKH� H[SHFWHG� EHQHILWV� RI� LQVLGHU� WUDGLQJ�� L�H�� WKH� FDSLWDOJDLQV��LV�WD[DWLRQ��$�JHQHUDO�FDSLWDO�JDLQV�WD[�UDWH�RI�H�J������ZRXOG�DOVR�UHGXFH�WKH�H[SHFWHGEHQHILWV�RI�LQVLGHU�WUDGLQJ�E\�WKH�VDPH�SHUFHQWDJH����$QRWKHU�PHDVXUH�FDQ�EH�WKH�OLPLWDWLRQ�RIWKH�QXPEHU�RI�ERDUG�IXQFWLRQV�RQH�FDQ�DFFXPXODWH��,Q�WKLV�ZD\��WKH�SRWHQWLDO�QXPEHU�RI�FDVHVRI� SULYDWH� LQIRUPDWLRQ� ZLOO� EH� OLPLWHG�� )XUWKHUPRUH�� VXSHUYLVLQJ� DXWKRULWLHV� FDQ� LPSRVHFRPSDQ\�FRGHV�DV�DQ�DGPLVVLRQ�UHTXLUHPHQW� WR� OLVWLQJ�RQ�WKH�VWRFN�H[FKDQJH��)RU� LQVWDQFH�WKH� IRUPHU� ($6'$4�FRGH� REOLJHG� FRPSDQLHV� WR� XVH� FORVHG� SHULRGV�� $FFRUGLQJ� WR� WKH($6'$4�'HDOLQJ�&RGH��GLUHFWRUV�RU�VHQLRU�H[HFXWLYH�ZHUH�SURKLELWHG�IURP�GHDOLQJ��D��LQ�WKHSHULRG�RI� WZR�PRQWKV� LPPHGLDWHO\�SUHFHGLQJ� WKH�SUHOLPLQDU\� DQQRXQFHPHQW�RI� WKH� LVVXHU¶VDQQXDO� UHVXOWV� RU�� LI� VKRUWHU�� WKH� SHULRG� IURP� WKH� UHOHYDQW� ILQDQFLDO� \HDU� HQG� XS� WR� DQGLQFOXGLQJ� WKH� WLPH� RI� WKH� DQQRXQFHPHQW�� �E�� LQ� WKH� SHULRG� RI� RQH� PRQWK� LPPHGLDWHO\SUHFHGLQJ� WKH�SUHOLPLQDU\� DQQRXQFHPHQW�RI� WKH� LVVXHU¶V� TXDUWHUO\� UHVXOWV�� RU�� LI� VKRUWHU�� WKHSHULRG�IURP�WKH�UHOHYDQW�TXDUWHU�HQG�XS�WR�DQG�LQFOXGLQJ�WKH�WLPH�RI�WKH�DQQRXQFHPHQW��RU��F�LQ� WKH�SHULRG�RI� ILIWHHQ�GD\V� LPPHGLDWHO\�SUHFHGLQJ� WKH� DQQRXQFHPHQW�E\� WKH� LVVXHU�RI� DQ\SULFH� VHQVLWLYH� LQIRUPDWLRQ�� 1H[W�� VXSHUYLVLQJ� DXWKRULWLHV� FDQ� OD\� GRZQ� UXOHV� KRZ� OLVWHGFRPSDQLHV� VKRXOG� GHDO� ZLWK� WKH� LQ�KRXVH� RUJDQL]DWLRQ� RI� SULFH�VHQVLWLYH� LQIRUPDWLRQ�&RPSDQLHV�FDQ�OLPLW�WKH�IUHH�GLVVHPLQDWLRQ�RI�SULFH�VHQVLWLYH�LQIRUPDWLRQ�ZLWKLQ�WKH�FRPSDQ\E\� H�J�� &KLQHVH� ZDOOV�� WKH� QHHG�WR�NQRZ� EDVLV� RU� WKH� XVH� RI� FRGH� QDPHV� �&UX\W�� ������&KLQHVH�ZDOOV�DUH�FRPPRQO\�XVHG� LQ� ILQDQFLDO� LQVWLWXWLRQV�ZKHUH� WKHUH� LV�D� VWULFW� VHSDUDWLRQ
�� :H�RQO\�SURSRVH�WKLV�PHDVXUH�IURP�WKH�SRLQW�RI�YLHZ�RI�UHVWULFWLQJ�LQVLGHU� WUDGLQJ��2WKHU�FRQVHTXHQFHV�DUHOHIW�RXW�RI�FRQVLGHUDWLRQ�



��
EHWZHHQ� WKH� FUHGLW� GHSDUWPHQW� DQG� WKH� LQYHVWPHQW� GHSDUWPHQW�� 7KH� QHHG�WR�NQRZ� EDVLVLPSOLHV� WKDW� ZLWKLQ� RQH� EXVLQHVV� XQLW� QRW� DOO� HPSOR\HHV� RU� VWDII� PHPEHUV� KDYH� WR� EHDFTXDLQWHG�ZLWK�D�SULFH�VHQVLWLYH�SURMHFW�RI�D�FR�ZRUNHU��&RPSDQLHV�FDQ�DOVR�XVH�FRGH�QDPHVIRU�SULFH�VHQVLWLYH�SURMHFWV��H�J��DQ�DFTXLVLWLRQ��
7KH� IRXUWK� YDOXH�GULYHU� RI� D� FULPLQDO� RSWLRQ� LV� WKH� YDOXH� ORVW� E\� ZDLWLQJ� WR� H[HUFLVH�� ,IVXSHUYLVLQJ�DXWKRULWLHV�FDQ�LQFUHDVH�WKLV�RSSRUWXQLW\�FRVW�RYHU�WKH�GXUDWLRQ�RI�WKH�RSWLRQ��WKH\KDYH� DQRWKHU� OHYHU� WR� UHVWULFW� LQVLGHU� WUDGLQJ�� 7KLV� FDQ� EH� DFKLHYHG� E\� VWLPXODWLQJ� RWKHUFRPPXQLFDWLRQ� FKDQQHOV� ZLWK� WKH� PDUNHW� WKDW� FDQ� VLJQDO� WKH� SULYDWH� LQIRUPDWLRQ� WR� WKHPDUNHW��([DPSOHV� DUH� WKH� UHSRUWLQJ� RI� FKDQJHV� LQ� WKH� RZQHUVKLS� RI� VHFXULWLHV� RI� WKHLU� RZQFRPSDQ\�E\�RIILFHUV�DQG�GLUHFWRUV�RU� WKH�DQQRXQFHPHQW�RI�VKDUH� UHSXUFKDVH�SURJUDPV��7KHLQIRUPDWLRQ� YDOXH� RI� VKDUH� UHSXUFKDVH� SURJUDPV� LV� VWURQJO\� HPSLULFDOO\� VXSSRUWHG�9HUPDHOHQ�� ������ 'DQQ�� ������ $VTXLWK� DQG� 0XOOLQV�� ������ &RPPHQW� DQG� -DUUHOO�� �����%DJZHOO�� ����� DQG� ,NHQEHUU\�� /DNRQLVKRN� DQG� 9HUPDHOHQ�� ������� 7KLV� LV� D� YHU\� UHOLDEOHVLJQDO� WR� FRPPXQLFDWH� SULYDWH� LQIRUPDWLRQ� WR� WKH�PDUNHW�� ,Q� WKH� 6WDWHV�� FRUSRUDWH� LQVLGHUVPXVW� QRWLI\� WKHLU� WUDQVDFWLRQV� LQ� VHFXULWLHV� RI� WKHLU� FRPSDQ\�� 7KLV� OHJDO� LQVLGHU� WUDGLQJ� LVUHSRUWHG� LQ� WKH� µ2IILFLDO� 6XPPDU\� RI� 6HFXULW\� 7UDQVDFWLRQV� DQG� +ROGLQJV¶ �� $JDLQ�� WKHVXSHULRU� LQIRUPDWLRQ� YDOXH� RI� WKHVH� QRWLILFDWLRQV� LV� HPSLULFDOO\� VXSSRUWHG� �-DIIH�� �����)LQQHUW\�������RU�*LYRO\�DQG�3DOPRQ���������2WKHU�VLJQDOV�DUH�WKH�XVH�RI�ILQDQFLDO�DQDO\VWV�)LVFKHO���������RU� WKH�DPRXQW�RI�GHEW�RI�D� OLVWHG�FRPSDQ\� �5RVV���������7KURXJK�GLIIHUHQWFRPPXQLFDWLRQ�FKDQQHOV�LQIRUPDWLRQ�ZLOO�UHDFK�WKH�PDUNHW��PRYLQJ�WKH�VWRFN�SULFH�FORVHU�WRLWV�IXQGDPHQWDO�YDOXH�DQG�WKHUHIRUH�DIIHFW�WKH�SRWHQWLDO�EHQHILW�RI�LOOHJDO�LQVLGHU�WUDGLQJ�
7KH� HQIRUFHPHQW� SROLF\� KDV� QR� LPSDFW� RQ� WKH� OHYHO� RI� WKH� ULVN�IUHH� LQWHUHVW� UDWH�� 7KLVSDUDPHWHU�LV�H[RJHQRXV�DQG�LWV�LPSDFW�FDQ�RQO\�SDVVLYHO\�EH�PRQLWRUHG�



��
)LJXUH����7KH�LPSDFW�RI�D�FKDQJH�LQ�S��FRQYHQWLRQDO�HFRQRPLF�DQDO\VLV�RI�FULPH�YV��RSWLRQPRGHO
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2SWLR
Q�YDO

XH

& &%$7KH� ILQDO� OHYHU� RI� WKH� HQIRUFHPHQW� SROLF\� LV� WKH� LQFUHDVH� RI� WKH� FRVW� RI� WKH� FULPH�� 7KLV� LVDQDORJRXV�WR�WKH�FRQYHQWLRQDO�HFRQRPLF�DQDO\VLV�RI�FULPH��HLWKHU�DQ�LQFUHDVH�RI�WKH�FHUWDLQW\RI�SXQLVKPHQW��S��RU�DQ�LQFUHDVH�RI�WKH�OHYHO�RS�SXQLVKPHQW��I���7KHVH�VROXWLRQV�DUH�H[SODLQHGLQ�GHWDLO�LQ�(QJHOHQ���������������7KH�RQO\�GLIIHUHQFH�EHWZHHQ�D�FULPLQDO�RSWLRQ�PRGHO�DQGWKH�FRQYHQWLRQDO�HFRQRPLF�PRGHO�RI�FULPH�LV�WKH�IDFW�WKDW�D�FKDQJH�LQ�RQH�RI�WKHVH�SDUDPHWHUVZLOO�QRW�KDYH�WKH�H[DFW�LPSDFW�RQ�WKH�139�RU�RQ�WKH�RSWLRQ�YDOXH��7KLV�FDQ�EH�VHHQ�ZKHQ�ZHFRPSDUH�WKH�VORSH�FRHIILFLHQW�RI�WKH�139�PRGHO��UHSUHVHQWHG�E\�WKH�GDVKHG�OLQH�LQ�ILJXUH���ZLWK�WKH�GHULYDWLYH�RI�&�ZLWK�UHVSHFW�WR�H[HUFLVH�SULFH��3VL���RSWLRQ�PRGHO�LV�UHSUHVHQWHG�E\WKH�VROLG�OLQH�LQ�ILJXUH�����7KH�VORSH�FRHIILFLHQW�LV�HTXDO�WR�±���ZKLOH�SVL�FDQ�EH�FDOFXODWHG�DV� � � ��G1H W7U ��� �
��([WHQVLRQV�WR�WKH�PRGHO
:KLOH� WKH�SUHYLRXV�VHFWLRQV�H[SODLQHG� WKH�FULPLQDO�RSWLRQ�DSSURDFK�� WKLV� VHFWLRQ� LQWURGXFHVVRPH� H[WHQVLRQV� WR� WKH� EDVH�PRGHO�� VXFK� DV� WKH� XVH� RI� $PHULFDQ� RSWLRQV�� WKH� SUREOHP� RIXQFHUWDLQ�H[HUFLVH�SULFHV�DQG�WKH�LVVXH�RI�WKH�RSWLPDO�WLPLQJ�RI�D�FULPH�
����7KH�SUREDELOLW\�RI�FRQYLFWLRQ
%HFDXVH�WKH�FRVW�RI�WKH�FULPH�LV�FRPSRVHG�RI�WKH�SUREDELOLW\�RI�FRQYLFWLRQ��S��DQG�WKH�OHYHO�RISXQLVKPHQW��I���RQH�FDQ�GLYLGH�WKLV�SDUDPHWHU� LQWR�WZR�FRPSRQHQWV��EHLQJ�S DQG� I��6XSSRVH



��
WKH� OHYHO� RI� SXQLVKPHQW� LV� IL[HG�� 2QH� FDQ� WKHQ� DQDO\]H� WKH� LPSDFW� RI� D� FKDQJH� LQ� WKHSUREDELOLW\� RI� FRQYLFWLRQ� �S�� RQ� WKH� FULPLQDO� RSWLRQ� YDOXH�� )LJXUH� �� LOOXVWUDWHV� WKLV� RQ� WKHDERYH�H[DPSOH��,Q�WKH�EDVH�FDVH��WKH�SUREDELOLW\�RI�SXQLVKPHQW�ZDV������,I�WKH�HQIRUFHPHQWSROLF\� FRXOG� EH� RSWLPDOL]HG�� FDXVLQJ� WKLV� SUREDELOLW\� WR� ULVH�� WKH� RSWLRQ� YDOXH� GHFUHDVHVGUDVWLFDOO\��7KH�VHQVLWLYLW\�RI� FKDQJHV� LQ� WKH�RSWLRQ�YDOXH�ZLWK� UHJDUG� WR� S FDQ�EH� IRUPDOO\H[SUHVVHG�DV�HTXDWLRQ�>�@���
.$33$�� � � � � �� ���� ww �� G1HIS& W7U >�@
)LJXUH����7KH�RSWLRQ�YDOXH�ZLWK�UHVSHFW�WR�WKH�SUREDELOLW\�RI�FRQYLFWLRQ��S�

����

������

�������

�������

�������

�������

�������

������������������������������������������������������������������������������������������������������ 3UREDELOLW\�RI�FRQYLFWLRQ

2SWLR
Q�YDO

XH

&)LJXUH����9DULDWLRQ�RI�NDSSD�ZLWK�WKH�SUREDELOLW\�RI�FRQYLFWLRQ�IRU�D�FULPLQDO�RSWLRQ

������
������
������
������
������
������
������
������
������
�����

� ��� ���� ���� ���� ���� ��� ���� ���� ���� ���� ��� ���� ���� ���� ���� ��� ���� ���� ���� ���� ��� ���� ���� ���� ���� ���

3UREDELOLW\�RI�FRQYLFWLRQ

.DSS
D

NDSSD����$PHULFDQ�RSWLRQV
:KLOH�WKH�DERYH�VHFWLRQV�DQDO\]HG�FULPLQDO�RSWLRQV�� WKH� LPSOLFLW�DVVXPSWLRQ�ZDV�PDGH� WKDWWKRVH� RSWLRQV� FRXOG� RQO\� EH� H[HUFLVHG� RQ� WKH� H[SLUDWLRQ� GDWH� �(XURSHDQ� RSWLRQ� VW\OH��
�� 6HH�DOVR�ILJXUH���



��
+RZHYHU�� LW� LV� PRUH� UHDOLVWLF� WR� DVVXPH� WKDW� FULPLQDOV� FDQ� H[HUFLVH� WKHLU� FULPLQDO� RSWLRQGXULQJ� WKH�ZKROH� WLPH� WR�PDWXULW\� �$PHULFDQ�RSWLRQ� W\SH��� ,W� FDQ�EH� GHPRQVWUDWHG� WKDW� WKHYDOXH� RI� DQ� $PHULFDQ� RSWLRQ� LV� HTXDO� WR� RU� KLJKHU� WKDQ� WKH� YDOXH� RI� D� (XURSHDQ� RSWLRQ�*LEVRQ�� ������� +RZHYHU�� LI� WKH� GLYLGHQG� \LHOG� RU� WKH� RSSRUWXQLW\� FRVW� �G�� LV� ]HUR�� DQ$PHULFDQ�RSWLRQ�ZLOO�QHYHU�EH�H[HUFLVHG�SULRU�WR�LWV�H[SLUDWLRQ�GDWH��,Q�WKLV�FDVH�LWV�YDOXH�LVHTXDO�WR�WKH�YDOXH�RI�D�(XURSHDQ�RSWLRQ��)XUWKHUPRUH��DV�+XOO�������������GHPRQVWUDWHV��WKHHDUO\�H[HUFLVH�RI�DQ�$PHULFDQ�RSWLRQ�SULRU� WR� LWV�H[SLUDWLRQ�GDWH� LV�SRVVLEOH�� LI� WKH�GLYLGHQG\LHOG��RU�WKH�RSSRUWXQLW\�FRVW��G��LV�HTXDO�WR�RU�DERYH�WKH�ULVN�IUHH�LQWHUHVW�UDWH��,Q�WKLV�FDVH�WKH�$PHULFDQ�RSWLRQ�FDQ�EH�YDOXHG�XVLQJ�D�ELQRPLQDO�RSWLRQ�SULFLQJ�PRGHO��(OWRQ�DQG�*UXEHU������������
����8QFHUWDLQ�H[HUFLVH�SULFH
7KH�DERYH�RSWLRQ�SULFLQJ�PRGHOV�DVVXPH�D�IL[HG�H[HUFLVH�SULFH��+RZHYHU��LQ�FDVH�RI�FULPLQDORSWLRQV�WKH�H[HUFLVH�SULFH�FDQ�EH�XQFHUWDLQ�VRPHWLPHV��)RU�� WKH�H[HUFLVH� LV�FRPSRVHG�RI� WKHSUREDELOLW\� RI� FRQYLFWLRQ� �S�� DQG� WKH� OHYHO� RI� SXQLVKPHQW� �I��� $OWKRXJK� WKH� OHYHO� RISXQLVKPHQW�LV�UDWKHU�IL[HG�LQ�WKH�VKRUW�WHUP��WKH�SUREDELOLW\�RI�FRQYLFWLRQ�LV�XQFHUWDLQ��,I�RQHDVVXPHV�WKH�H[HUFLVH�SULFH�WR�EH�IL[HG�LQ�VXFK�D�FDVH��WKH�%ODFN�6FKROHV�PRGHO�ZRXOG�YDOXHWKH� FULPLQDO� RSWLRQ� LQFRUUHFWO\�� ,Q� WKLV� FDVH� DQ� RSWLRQ� SULFLQJ� PRGHO� WKDW� LQFRUSRUDWHV� WKHXQFHUWDLQ�H[HUFLVH�SULFH�KDV�WR�EH�XVHG��DV�LV�WKH�FDVH�ZLWK�WKH�PRGHOV�RI�)LVKHU��������S�����DQG� 0DUJUDEH� ������� S�������� $FFRUGLQJ� WR� WKLV� PRGHO� WKH� YDOXH� RI� WKH� FULPLQDO� RSWLRQGHSHQGV�RQ�WKH�VWDQGDUG�GHYLDWLRQV�RI�WKH�EHQHILWV�RI�WKH�FULPH�DQG�RI�WKH�H[HUFLVH�SULFH�DQGWKH�FRUUHODWLRQ�EHWZHHQ�WKHP��7KH�)LVKHU�DQG�0DUJUDEH�PRGHO�IRUPXODWHG�LQ�FULPLQDO�RSWLRQWHUPV�LV� � � ����� �� G1ISG1<& � ��ZKHUH >�@� �
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<� �FDSLWDO�JDLQV�RI�LQVLGHU�WUDGLQJS�I� �FRVW�RI�LQVLGHU�WUDGLQJ7�W� �WLPH�GXULQJ�ZKLFK�LQVLGHU�SRVVHVVHV�SULYLOHJHG�LQIRUPDWLRQU)  �ULVN�IUHH�LQWHUHVW�UDWHV<  �YRODWLOLW\�RI�H[SHFWHG�EHQHILWV�RI�LQVLGHU�WUDGLQJV[  �YRODWLOLW\�RI�H[HUFLVH�SULFHU<[  �FRUUHODWLRQ�FRHIILFLHQW�EHWZHHQ�WKH�H[SHFWHG�EHQHILWV�DQG�WKH�H[HUFLVH�SULFH1���� �FXPXODWLYH�VWDQGDUG�QRUPDO�GHQVLW\�IXQFWLRQ
&RPSDUHG� WR� WKH� VWDQGDUG� %ODFN�6FKROHV� PRGHO�� WKLV� PRGHO� UHTXLUHV� WKH� LQSXW� RI� WZRDGGLWLRQDO� SDUDPHWHUV�� L�H�� WKH� VWDQGDUG� GHYLDWLRQ� RI� WKH� H[HUFLVH� SULFH� DQG� WKH� FRUUHODWLRQEHWZHHQ� WKH� H[SHFWHG� EHQHILWV� RI� WKH� FULPH� DQG� WKH� H[HUFLVH� SULFH�� 6XSSRVH�ZH� DSSO\� WKLVPRGHO�WR�WKH�DERYH�H[DPSOH��7KLV�PHDQV�WKDW�DOO�YDULDEOHV�WDNH�WKH�VDPH�YDOXH�DV�LQ�WKH�DERYHH[DPSOH��H[FHSW�IRU�WKH�WZR�DGGLWLRQDO�YDULDEOHV��ZKLFK�ZH�DVVXPH�WR�EH�V[  ������DQG�U<[  ������,I�ZH�LQSXW�WKLV�GDWD�LQ�WKLV�PRGHO�� WKH�RSWLRQ�YDOXH�DPRXQWV���������FRPSDUHG�WR� WKH%ODFN�6FKROHV�YDOXH�RI���������VHH�VXSUD��
����2SWLPDO�WLPLQJ�RI�D�FULPH
2QH�RI�WKH�FRQVHTXHQFHV�RI�YLHZLQJ�WKH�FULPLQDO�GHFLVLRQ�DV�H[HUFLVLQJ�DQ�RSWLRQ�LV�WKH�SUREOHPZKHQ WR�FRPPLW�D�FULPH��7KLV�FDQ�EH�LOOXVWUDWHG�PRVW�VLPSO\�E\�UHIHUULQJ�WR� WKH� FRQYHQWLRQDOHFRQRPLF� DQDO\VLV� RI� FULPH�� WKH� GLUHFW� SD\RII� IURP� FRPPLWWLQJ� WKH� FULPH� LV� JLYHQ� E\� <�S�I�FRPSDUH� WR� WKH� WUDGLWLRQDO� 139�FULWHULRQ��� :KHQ� WKLV� SD\RII� LV� SRVLWLYH� �<�S�I !� ������ LW� LVZRUWKZKLOH� WR� FRPPLW� WKH� FULPH�� � +RZHYHU�� RQFH� WKH� FULPH� LV� PDGH�� WKH� RSWLRQ� LV� JRQH�7KHUHIRUH��ZH� FDQ� DSSO\� WKH� JHQHUDO� FDWHJRU\� RI� RSWLRQV� WR� GHOD\�� WR� WKLV� FULPLQDO� RSWLRQ� WRDQDO\]H�WKLV�VLWXDWLRQ��6KRXOG�WKH�FULPLQDO��LQ�WKLV�FDVH�WKH�FRUSRUDWH�LQVLGHU��FRPPLW�WKH�FULPHQRZ��RU�ZDLW�XQWLO�PRUH�LQIRUPDWLRQ�LV�DYDLODEOH�VR�WKDW�KLV�FULPLQDO�GHFLVLRQ�FDQ�EH�PDGH�XQGHUOHVV�XQFHUWDLQW\��)RU��E\�WUDGLQJ�RQ�LQVLGH�LQIRUPDWLRQ��WKH�RSWLRQ�H[SLUHV��6R��WKH�YDOXH�RI�WKHRSWLRQ� WRGD\�� &��� PXVW� EH� FRQVLGHUHG� DV� DQ� RSSRUWXQLW\� FRVW� RI� FRPPLWWLQJ� WKH� FULPH

�� 6HH�DOVR�HTXDWLRQ�>�@��� 6HH�DOVR�WDEOH���



��
LPPHGLDWHO\��DQG�KHQFH��PXVW�EH�DGGHG�WR�WKH�FRVW�RI�WKH�FULPH��S�I���+HQFH�WKH�RSWLPDO�FULPHFULWHULRQ�LV�PRGLILHG�LQWR���<���S�I���&� RU�139� �<�±�S�I���&�� ZDLW�WR�FRPPLW�WKH�FULPH� >��@<�!�S�I���&� RU�139� �<�±�S�I�!�&� � FRPPLW�WKH�FULPH
$QRWKHU�ZD\� RI� LQGLFDWLQJ� WKH� VDPH� FULWHULRQ� LV� VWDWLQJ� WKDW� WKH� YDOXH� RI� WKH� FULPH�� <��PXVWH[FHHG�WKH�FRVW�RI� WKH�FULPH��S�I��E\�DW� OHDVW� WKH�YDOXH�RI� WKH�RSWLRQ��&��� LQ�RUGHU� WR�GHFLGH� WRFRPPLW� WKH� FULPH� QRZ�� � 7KLV�PLQLPXP�DFFHSWDEOH� FULPH� YDOXH� FDQ� EH� FDOOHG� WKH� µWKUHVKROGYDOXH¶�RI�WKH�FULPH��LQ�WKH�IROORZLQJ�GHQRWHG�DV�<��,Q�RSWLRQ�SULFLQJ�MDUJRQ��WKH�RSWLRQ�LV�VDLG�WREH�µRXW�RI�WKH�PRQH\¶�LQ�WKH�FDVH�RI�µZDLWLQJ¶�DQG�µLQ�WKH�PRQH\¶�ZKHQ�WKH�XQGHUO\LQJ�YDOXH�RIWKH�FULPH��<��H[FHHGV�WKH�RSWLRQ�YDOXH�SOXV�WKH�FRVW�RI�WKH�FULPH� $V�VXFK��WKH�EDVLF�FULPLQDOGHFLVLRQ� WR� WDNH� LV�QRW�ZKHWKHU�RU�QRW WR�FRPPLW� WKH�FULPH� �DV� LQGLFDWHG�E\� WKH� FRQYHQWLRQDOHFRQRPLF�DQDO\VLV�RI�FULPH���EXW�UDWKHU�ZKHQ WR�FRPPLW�WKH�FULPH��L�H��GHWHUPLQLQJ�WKH�RSWLPDOPRPHQW�RI�H[HUFLVLQJ�WKH�FULPLQDO�RSWLRQ��7KLV�LQWXLWLYH�UHDVRQLQJ�LV�JUDSKLFDOO\�UHSUHVHQWHG�LQILJXUH����7KH�ORZHU�SDQHO�RI�WKLV�ILJXUH�VKRZV�WKH�FRQYHQWLRQDO�FRVW�EHQHILW�DSSURDFK�WR�FULPHV�$FFRUGLQJ�WR�WKH�139�UXOH�WKH�FULPH�ZLOO�EH�FRPPLWWHG�ZKHQ�WKH�XQGHUO\LQJ�YDOXH��<��DPRXQWVWKH�YDOXH�LQGLFDWHG�E\�SRLQW��D��LQ�ILJXUH����+RZHYHU��WKH�RSWLRQ�PRGHO�VKRZV�WKDW�WKH�RSWLPDOWLPLQJ�RI�H[HUFLVLQJ�WKH�FULPLQDO�RSWLRQ�LV�SRLQW��E��LQVWHDG�RI�SRLQW��D���,I�<�WDNHV�WKH�YDOXH�LQSRLQW��E���WKH�XSSHU�SDQHO�RI�WKH�ILJXUH�VKRZV�WKDW�WKH�RSWLPDO�WLPLQJ�WR�FRPPLW�WKH�FULPH�KDVEHHQ�UHDFKHG��)RU��LQ�SRLQW��E��<�KDV�UHDFKHG�LWV�WKUHVKROG�YDOXH�<��6HH�'L[LW�	�3LQG\FN�������RQ�QXPHULFDO�PHWKRGV�WR�FDOFXODWH�WKLV�WKUHVKROG�YDOXH�

�� 7KLV�LV�VLPLODU�WR�LQYHVWPHQW�GHFLVLRQV�LQ�ILQDQFH��LI�D�SURMHFW�FDQ�EH�GHOD\HG��UHDO�RSWLRQ�DQDO\VLV�VKRZV�WKDWWKH�SURMHFW�ZLOO�EH�LPSOHPHQWHG�LPPHGLDWHO\�LI�139�!�&� DQG�GHOD\HG�LI�139���&���2QFH��WKH�RSWLRQ�H[SLUHV�WKHILQDO�GHFLVLRQ�WR�LPSOHPHQW�WKH�SURMHFW�LV�WDNHQ�EDVHG�RQ�WKH�LQIRUPDWLRQ�DYDLODEOH�RQ�WKDW�PRPHQW�LQ�WLPH��$VVXFK��WKH�FRQYHQWLRQDO�139�UXOH�IDLOV�WR�FDSWXUH�WKLV�IOH[LELOLW\�WKDW�KDV�FOHDUO\�YDOXH�WR�D�FRPSDQ\�
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)LJXUH� ��� � &ULPHV� IURP� WKH� SRLQW� RI� YLHZ� RI� UHDO� RSWLRQ� DQDO\VLV� �52$�� YHUVXV� WKHFRQYHQWLRQDO�HFRQRPLF�DQDO\VLV�RI�FULPH��&($�
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��&RQFOXVLRQV
&RPSDUHG� WR� WKH�FRQYHQWLRQDO�HFRQRPLF�DQDO\VLV�RI�FULPH�� WKLV�SDSHU�SUHVHQWHG�D� FRPSOHWHQHZ�PRGHO�WR�DQDO\]H�FULPLQDO�EHKDYLRU�EDVHG�RQ�WKH�FRQFHSW�RI�UHDO�RSWLRQV�� ,W�ZDV�VKRZQWKDW�DOO�FULPLQDO�GHFLVLRQV�FDQ�EH�DQDO\]HG�DV�UHDO�RSWLRQV��EHFDXVH�WKH\�FRQIHU�WKH�SRVVLELOLW\�EXWQRW�WKH�REOLJDWLRQ�WR�FRPPLW�D�FULPH�LQ�WKH�IXWXUH��7KH�GLIIHUHQFHV�EHWZHHQ�WUDGLWLRQDO�FULPLQDOPRGHOV�DQG�FULPLQDO�RSWLRQ�DQDO\VLV�ZHUH�DQDO\]HG��LQ�SDUWLFXODU�XQGHU�ZKLFK�FRQGLWLRQV�ERWKPRGHOV� OHDG�WR�VLPLODU�FRQFOXVLRQV�DQG�XQGHU�ZKLFK�FRQGLWLRQV� WR�GLIIHUHQW�FRQFOXVLRQV��$VVXFK�LW�LV�SRVVLEOH�WKDW�D�FULPH�LV�QRW�SURILWDEOH�DFFRUGLQJ�WR�WKH�WUDGLWLRQDO�PRGHOV�DQG�ZLOOQHYHU� EH� FRPPLWWHG�� ZKLOH� WKH� FULPLQDO� RSWLRQ� PD\� VKRZ� WKDW� WKH� FULPH� FDQ� EHFRPHSURILWDEOH�LQ�WKH�QHDU�IXWXUH��6R��WKH�FRQFOXVLRQ�RI�WKH�RSWLRQ�PRGHO�LV�QRW�µQHYHU�FRPPLW�WKLVFULPH¶�EXW�LW�VLPSO\�SRVWSRQHV�WKH�FULPLQDO�GHFLVLRQ�XQWLO�WKH�FULPLQDO�GHFLVLRQ�FDQ�EH�PDGHXQGHU�OHVV�XQFHUWDLQW\�
1H[W��WKLV�PRGHO�LV�DSSOLHG�WR�LQVLGHU�WUDGLQJ��7KH�PHUH�SRVVHVVLRQ�RI�WKH�SULYDWH�LQIRUPDWLRQJLYHV�LQVLGHUV�WKH�RSWLRQ�WR�WUDGH�EDVHG�RQ�WKLV�LQIRUPDWLRQ��7KLV�FULPH�LV�DQ�RSWLRQ�EHFDXVHWKH�LQVLGHUV�KDYH�WKH�SRVVLELOLW\��EXW�QRW�WKH�REOLJDWLRQ��WR�WUDGH�RQ�LQVLGH�LQIRUPDWLRQ��,W�ZDV



��
VKRZQ� WKDW� WKH� FULPLQDO� RSWLRQ� DSSURDFK� LV� D� ULFKHU� PRGHO� FRPSDUHG� WR� FRQYHQWLRQDOHFRQRPLF�PRGHOV�RI� FULPH��:KLOH� WKH� FRQYHQWLRQDO�PRGHOV�RQO\� LQFRUSRUDWH� WZR�YDULDEOHV�EHLQJ�WKH�EHQHILWV�RI� WKH�FULPH�DQG�WKH�FRVWV�RI� WKH�FULPH��FULPLQDO�RSWLRQ�PRGHOV� WDNH�LQWRDFFRXQW�IRXU�DGGLWLRQDO�YDULDEOHV��VXFK�DV�WKH�WLPH�WR�H[SLUDWLRQ��WKH�ULVN�IUHH�LQWHUHVW�UDWH��WKHYRODWLOLW\� RI� WKH� UHWXUQ� RI� WKH� FULPH� DQG� WKH� RSSRUWXQLW\� FRVW� E\� QRW� FRPPLWWLQJ� WKH� FULPHLPPHGLDWHO\��%DVHG�RQ�WKHVH�VL[�YDOXH�GULYHUV�RI�FULPLQDO�RSWLRQV��ZKLFK�ZH� ODEHOHG�DV� WKH*UHHNV�� DQ� DFWLYH�PDQDJHPHQW� VWUDWHJ\� FDQ� EH� GHYHORSHG� IRU� ERWK� WKH� FULPLQDO� DV� IRU� WKHOHJLVODWRU�
,QVWHDG� RI� SDVVLYHO\� PRQLWRULQJ� KLV� FULPLQDO� RSWLRQ�� WKH� FULPLQDO� FDQ� SXUVXH� DQ� DFWLYHPDQDJHPHQW� RI� KLV� FULPLQDO� RSWLRQ� E\� HQKDQFLQJ� WKH� YDOXH� RI� RQH� RI� WKH� VL[� OHYHUV� RI� WKHRSWLRQ��$PRQJ�WKH�GLIIHUHQW�VWUDWHJLHV��KH�FDQ�LQFUHDVH�WKH�GXUDWLRQ�RI�WKH�FULPLQDO�RSWLRQ�E\WU\LQJ� WR� SRVWSRQH� WKH� GLVFORVXUH� RI� WKH� SULYDWH� LQIRUPDWLRQ�� KH� FDQ� LQFUHDVH� WKH� H[SHFWHGEHQHILWV� RI� WKH� FULPH� E\� VLPXOWDQHRXVO\�PDQLSXODWLQJ� VWRFN� SULFHV� RU� KH� FDQ�PLQLPL]H� WKHRSSRUWXQLW\�FRVWV�E\�OLPLWLQJ�WKH�SRVVLELOLWLHV�RI�LQIRUPDWLRQ�OHDNDJHV�WR�WKH�PDUNHW�
)LQDOO\��WKLV�FKDSWHU�H[DPLQHG�FULPLQDO�RSWLRQV�IURP�WKH�SRLQW�RI�YLHZ�RI�WKH�OHJLVODWRU��+RZFDQ�LQVLGHU�WUDGLQJ�EH�UHVWULFWHG�EDVHG�RQ�WKH�ILQGLQJV�RI�DQ�RSWLRQ�PRGHO"�$JDLQ��DQ�DFWLYHPDQDJHPHQW�RI�HQIRUFHPHQW�SROLF\�RI�LQVLGHU�WUDGLQJ�LQYROYHV�VL[�OHYHUV��)RU�HDFK�OHYHU��DQDFWLYH�PDQDJHPHQW�VWUDWHJ\�E\�VXSHUYLVRU\�DXWKRULWLHV�FDQ�UHGXFH� WKH�YDOXH�RI� WKH�FULPLQDORSWLRQ��)LUVW�� WKH� WLPH� WR�H[SLUDWLRQ�RI� WKH�RSWLRQ�FDQ�EH� UHGXFHG�E\�HDUOLHU�QRWLILFDWLRQV�RISULFH�VHQVLWLYH� LQIRUPDWLRQ� DQG� E\� HDUOLHU� QRWLILFDWLRQV� RI� TXDUWHUO\� UHVXOWV�� 6HFRQG�� WKHXQFHUWDLQW\� RI� WKH� UHWXUQ� RI� WKH� FULPH� FDQ� EH� UHGXFHG� E\� D� FRQVLVWHQW� SURVHFXWLRQ� �DQGFRPPXQLFDWLRQ��RI�DOO�FDVHV�RI�LQVLGHU�WUDGLQJ��7KLUG��D�UHGXFWLRQ�RI�WKH�H[SHFWHG�EHQHILWV�RIWKH�FULPH�LQFOXGHV�D�WD[DWLRQ�RI�FDSLWDO�JDLQV��D�OLPLWDWLRQ�RI�WKH�QXPEHU�RI�ERDUG�IXQFWLRQV�WKH� XVH� RI� FRPSDQ\� FRGHV� DQG� DQ� LQ�KRXVH� RUJDQL]DWLRQ� ZLWK� UHVSHFW� WR� SULFH�VHQVLWLYHLQIRUPDWLRQ�� )RXUWK�� E\� VWLPXODWLQJ� RWKHU� FRPPXQLFDWLRQ� DQG� VLJQDOLQJ� FKDQQHOV�� WKHRSSRUWXQLW\�FRVW�RI�WKH�RSWLRQ�LQFUHDVHV�PDNLQJ�WKH�FULPLQDO�RSWLRQ�OHVV�YDOXDEOH��)LQDOO\��WKHFRVWV�RI�WKH�FULPH�FDQ�EH�LQFUHDVHG�E\�UDLVLQJ�WKH�VHYHULW\�RI�SXQLVKPHQW�RU�WKH�SUREDELOLW\�RIFRQYLFWLRQ�
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5HIHUHQFHV
$PUDQ��0��DQG�1��.XODWLODND���������5HDO�RSWLRQV��+DUYDUG�%XVLQHVV�6FKRRO�3UHVV������S�
$VTXLWK��3��DQG�'��0XOOLQV���������³6LJQDOOLQJ�ZLWK�GLYLGHQGV��VWRFN�UHSXUFKDVHV�DQG�HTXLW\LVVXHV´��)LQDQFLDO�0DQDJHPHQW��YRO�����������
%DJZHOO��/�6����������³'XWFK�DXFWLRQ�UHSXUFKDVHV��DQ�DQDO\VLV�RI�VKDUHKROGHU�KHWHURJHQHLW\´�-RXUQDO�RI�)LQDQFH��YRO������������
%DLQEULGJH��6����������³,QVLGHU�WUDGLQJ´��LQ�%�%RXFNDHUW�HQ�*�'H�*HHVW��HGV����(QF\FORSHGLDRI�/DZ�DQG�(FRQRPLFV��9ROXPH�,,,��7KH�UHJXODWLRQ�RI�FRQWUDFWV ��(GZDUG�(OJDU��S���������
%R\OH��3����������³2SWLRQV��D�0RQWH�&DUOR�DSSURDFK´��-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV ��YRO���QU������������
&DUOWRQ�� '�:�� DQG�'�5�� )LVFKHO� �������� �7KH� 5HJXODWLRQ� RI� ,QVLGHU� 7UDGLQJ��� 6WDQIRUG� /DZ5HYLHZ��YRO��������������
&DVVLPRQ��'��DQG�3�-��(QJHOHQ���������7KH�9DOXDWLRQ�DQG�)LQDQFLQJ�RI�+LJK�5LVN�6WDUW�8S9HQWXUHV�� $Q� 2SWLRQ� 3HUVSHFWLYH� 0DWFKLQJ� 5HDO� DQG� )LQDQFLDO� 2SWLRQV �� LQ�� 'HPHWUL.DQWDUHOLV� �HG���� %XVLQHVV� 	� (FRQRPLFV� IRU� WKH� ��VW &HQWXU\� �� 9ROXPH� ,,,�� %XVLQHVV� 	(FRQRPLFV�6RFLHW\�,QWHUQDWLRQDO����������
&DVVLPRQ��'��DQG�3�-��(QJHOHQ���������³7KH�9DOXDWLRQ�RI�5	'�LQWHQVLYH�3KDUPD�)LUPV��$5HDO� 2SWLRQ� $SSURDFK´�� LQ� $�� -DYRU�� :�� YDQ� (LPHUHQ� DQG� *�� 'XUX� �HG���� � 7KH� �WK,QWHUQDWLRQDO� &RQIHUHQFH� RQ� 6\VWHP� 6FLHQFH� LQ� +HDOWK� &DUH�� 3URFHHGLQJV� , �� ,QWHUQDWLRQDO6RFLHW\�RQ�6\VWHP�6FLHQFH�LQ�+HDOWK�&DUH��,666+&���EO]���������
&DVVLPRQ��'���3�-��(QJHOHQ��+��0HHUVPDQ�DQG�(��9DQ�GH�9RRUGH���������³'RHV�5HDO�2SWLRQ$QDO\VLV� RI� ,QIUDVWUXFWXUH� 3URMHFWV� 0DNH� D� 'LIIHUHQFH"� $� &DVH� 6WXG\� RI� 3RUW� &RQWDLQHU7HUPLQDOV´��PLPHR��8QLYHUVLW\�RI�$QWZHUS����S�
&RPPHQW��5�� DQG�*�$�� -DUUHOO� �������� ³7KH� UHODWLYH� VLJQDOOLQJ� SRZHU� RI� GXWFK�DXFWLRQ� DQGIL[HG�SULFH� VHOI�WHQGHU� RIIHUV� DQG� RSHQ�PDUNHW� VKDUH� UHSXUFKDVHV´�� -RXUQDO� RI� )LQDQFH�YRO���������������
&RRWHU��5��DQG�7��8OHQ���������/DZ�DQG�(FRQRPLFV��$GGLVRQ�:HVOH\��5HDGLQJ������S�
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(OWRQ�� (�� DQG�0��*UXEHU� ��������0RGHUQ� SRUWIROLR� WKHRU\� DQG� LQYHVWPHQW� DQDO\VLV ��:LOH\����S�
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)LQQHUW\��-�(����������³,QVLGHUV�DQG�0DUNHW�(IILFLHQF\´��-RXUQDO�RI�)LQDQFH������������
)LVFKHO��'����������³,QVLGHU�WUDGLQJ�DQG�LQYHVWPHQW�DQDO\VWV��DQ�HFRQRPLF�DQDO\VLV�RI�'LUNV�Y�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ´��+RIVWUD�/DZ�5HYLHZ��YRO�������������
*LEVRQ��5����������2SWLRQ�9DOXDWLRQ��$QDO\]LQJ�DQG�3ULFLQJ�6WDQGDUGL]HG�2SWLRQ�&RQWUDFWV �0F*UDZ�+LOO�
*LYRO\��'��DQG�'��3DOPRQ���������³,QVLGHU�WUDGLQJ�DQG�WKH�H[SORLWDWLRQ�RI�LQVLGH�LQIRUPDWLRQ�VRPH�HPSLULFDO�HYLGHQFH´��-RXUQDO�RI�%XVLQHVV��������
+XOO��-���������2SWLRQV��)XWXUHV�DQG�2WKHU�'HULYDWLYH�6HFXULWLHV ��3UHQWLFH�+DOO�����S�
,NHQEHUU\�� '��� -�� /DNRQLVKRN� DQG� 7�� 9HUPDHOHQ� �������� ³0DUNHW� 8QGHUUHDFWLRQ� WR� RSHQPDUNHW�VKDUH�UHSXUFKDVHV´��-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV ��YRO�������������
-DFNZHUWK�� -�� DQG� 0�� 5XELQVWHLQ� �������� ³5HFRYHULQJ� SUREDELOLW\� GLVWULEXWLRQV� IURPFRQWHPSRUDQHRXV�VHFXULW\�SULFHV´��-RXUQDO�RI�)LQDQFH��YRO���������������
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.XODWLODND�� 1�� �������� ³7KH� YDOXH� RI� IOH[LELOLW\�� WKH� FDVH� RI� D� GXDO�IXHO� LQGXVWULDO� VWHDPERLOHU´��)LQDQFLDO�0DQDJHPHQW��YRO�������������
/D�3RUWD��5���)��/RSH]�GH�6LODQHV��$��6KOHLIHU�DQG�5�:��9LVKQ\���������µ/HJDO�GHWHUPLQDQWVRI�H[WHUQDO�ILQDQFH¶��-RXUQDO�RI�)LQDQFH��YRO���������������
/D�3RUWD��5���)��/RSH]�GH�6LODQHV��$��6KOHLIHU�DQG�5�:��9LVKQ\���������µ/DZ�DQG�)LQDQFH¶�-RXUQDO�RI�3ROLWLFDO�(FRQRP\ ��YRO����������������
0DQQH��+�*����������,QVLGHU�7UDGLQJ�DQG�WKH�6WRFN�0DUNHW ��1HZ�<RUN��)UHH�3UHVV������S�
1HIWFL��6����������0DWKHPDWLFV�RI�ILQDQFLDO�GHULYDWLYHV ��$FDGHPLF�3UHVV������S�
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3DGGRFN��-���'��6LHJHO�DQG�-��6PLWK� ��������³2SWLRQ�YDOXDWLRQ�RI�FODLPV�RQ�SK\VLFDO�DVVHWV�WKH�FDVH�RI�RIIVKRUH�SHWUROHXP�OHDVHV´��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV ��YRO��������������
3HQQLQJV��(��DQG�2��/LQW���������³7KH�RSWLRQ�YDOXH�RI�DGYDQFHG�5	'´��(XURSHDQ�-RXUQDO�RI2SHUDWLRQV�5HVHDUFK��QU������������
4XLJJ��/����������³2SWLPDO�ODQG�GHYHORSPHQW´��LQ�/��7ULJHRUJLV��HG����5HDO�RSWLRQV�LQ�FDSLWDOLQYHVWPHQW��QHZ�FRQWULEXWLRQV ��1HZ�<RUN��3UDHJHU�
5LWFKNHQ��3����������'HULYDWLYH�PDUNHWV��+DUSHU�&ROOLQV�����S�
6FRWW�� .�� �������� ³,QVLGHU� 7UDGLQJ�� 5XOH� ��E���� 'LVFORVXUH� DQG� &RUSRUDWH� 3ULFLQJ´�� -�/HJDO6WXG�������
6LFN��*�� ��������³5HDO�RSWLRQV´�� LQ�5��-DUURZ�HW�DO�� �HGV����+DQGERRNV� LQ�25�	�06��9RO���(OVHYLHU����������
7ULJHRUJLV�� /�� �������� ³$� ORJ�WUDQVIRUPHG� ELQRPLDO� QXPHULFDO� DQDO\VLV�PHWKRG� IRU� YDOXLQJFRPSOH[�PXOWL�RSWLRQ�LQYHVWPHQWV´��-RXUQDO�RI�)LQDQFLDO�DQG�4XDQWLWDWLYH�$QDO\VLV ��YRO����QU������������
7ULJHRUJLV��/����������5HDO�RSWLRQV��0,7�3UHVV������S�
7ULJHRUJLV��/����������³5HDO�RSWLRQV�DQG�ILQDQFLDO�GHFLVLRQ�PDNLQJ´��&RQWHPSRUDU\�)LQDQFH'LJHVW�������
9HUPDHOHQ�� 7�� �������� ³&RPPRQ� 6WRFN� 5HSXUFKDVHV� DQG� 0DUNHW� 6LJQDOOLQJ´�� -RXUQDO� RI)LQDQFLDO�(FRQRPLFV��YRO������������:LPRWW�� 3�� ��������'HULYDWLYHV�� 7KH� WKHRU\� DQG� SUDFWLFH� RI� ILQDQFLDO� HQJLQHHULQJ �� :LOH\����S�
:ROIJDQJ�� 3�� DQG� -�� %DVFKQDJHO� �������� 6WRFKDVWLF� SURFHVVHV�� )URP� SK\VLFV� WR� ILQDQFH �6SULQJHU������S�
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