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,Q�WKH� OLWHUDWXUH�RQ�WKH�GHWHUPLQDQWV�RI�PXOWLQDWLRQDO�DFWLYLW\��'XQQLQJ¶V�³(FOHFWLF�3DUDGLJP´�SURYLGHVSHUKDSV�WKH�EHVW�RYHUDOO�DSSURDFK��(FOHFWLF�WKHRU\�VXJJHVWV�WKDW�DQ�HQWHUSULVH
V�)',�LV�GHWHUPLQHG�E\WKUHH� W\SHV� RI� SRWHQWLDO� DGYDQWDJH�� RZQHUVKLS�ORFDWLRQ�LQWHUQDOL]DWLRQ� �2/,�� DGYDQWDJHV� �'XQQLQJ�������� ,Q�RWKHU�ZRUGV��)',� LV�GHWHUPLQHG�� ILUVW��E\� WKH�H[WHQW� WR�ZKLFK� WKH�HQWHUSULVH�SRVVHVVHV�QHWRZQHUVKLS�DGYDQWDJHV��+\PHU��������.LGOHEHUJHU��������&DYHV���������VHFRQG��WKH�H[WHQW�WR�ZKLFK�LWLV�DEOH� WR� LQWHUQDOL]H�WKHVH�DGYDQWDJHV�RU��RQ�WKH�FRQWUDU\��PXVW� OHDYH� WKHP�IRU�RWKHU�HQWHUSULVHV�WRH[SORLW� �%XFNOH\�	�&DVVRQ���������DQG�� WKLUG�� WKH�SURILWDELOLW\�RI� ORFDWLQJ� LWV�SURGXFWLRQ�XQLWV�HLWKHU�DWKRPH�RU�DEURDG��9HUQRQ��������
%XW� ZKLOH� )',� WKHRU\� GLVFXVVHV� ZK\� ILUPV� LQYHVW� DEURDG�� LW� KDV� OLWWOH� WR� VD\� DERXW� KRZ� RU� ZK\� DSDUWLFXODU�ORFDWLRQ�ZLWKLQ�WKH�KRVW�QDWLRQ�LV�FKRVHQ��7KH�IDFWRUV�GHWHUPLQLQJ�D�ILUP
V�ORFDWLRQ�FRPSULVHDOO�WKH�FKDUDFWHULVWLFV�RI�LWV�KRPH�WHUULWRU\�WKDW�JLYH�WKH�ILUP�FRPSDUDWLYH�DGYDQWDJHV��LQFOXGLQJ�IDFWRUHQGRZPHQWV��FDSLWDO�DQG�ODERU��DQG�QDWXUDO�UHVRXUFHV��$�IXUWKHU�JURXS�RI�FKDUDFWHULVWLFV�LQFOXGHV�WKHUROH�RI�H[WHUQDO�HFRQRPLHV��L�H��LQFUHDVLQJ�UHWXUQV�H[WHUQDO�WR�WKH�ILUP�EXW�LQWHUQDO�WR�WKH�WHUULWRU\��LQ�WKHORFDWLRQ�RI�HFRQRPLF�DFWLYLW\�
$JJORPHUDWLRQ� HFRQRPLHV� DUH� FRQVLGHUHG� D� NH\� LVVXH� LQ� IRUHLJQ� GLUHFW� LQYHVWPHQW� �)',�� DQG� WKHOLWHUDWXUH�KDV�WHQGHG�WR�IRFXV�RQ�DJJORPHUDWLRQ�HIIHFWV�DV�GHWHUPLQDQWV�RI�LQGXVWULDO�ORFDWLRQ��0DUVKDOO�������+RRYHU��������$UURZ�� ������5RPHU�� ������ -DFREV�� ������.UXJPDQ������E��$XGUHWVFK�� �����)XMLWD�HW�DO�������DUH�JRRG�H[DPSOHV��
,QGHHG��D�QXPEHU�RI�VWXGLHV�KDYH�UHYHDOHG�WKH�WHQGHQF\�RI�IRUHLJQ�LQYHVWPHQW�WR�DJJORPHUDWH��7KHVHLQFOXGH� %DUWLN�� ������ &RXJKOLQ� HW� DO�� ������ :RRGZDUG�� ������ 6KDYHU�� ������ +HDG� HW� DO�� �����*XLPDUDHV�HW�DO��������'ULIILHOG�DQG�0XQGD\��������DPRQJ�RWKHUV��+RZHYHU��OLWWOH�LV�NQRZQ�DERXW�WKHUHODWLYH� LPSRUWDQFH�RI�DJJORPHUDWLRQ�IDFWRUV� LQ�DWWUDFWLQJ�IRUHLJQ�GLUHFW� LQYHVWPHQW��$UH�DOO� LQGXVWULHVDWWUDFWHG�E\�WKH�VDPH�DJJORPHUDWLRQ�HIIHFWV"�2U�GR�WKH�DIIHFWV�RI�DJJORPHUDWLRQ�HFRQRPLHV�YDU\�ZLWKWKH� VSHFLILF� WUDLWV� RI� DQ� LQGXVWULDO� VHFWRU"�7R� GDWH�� YHU\� IHZ� VWXGLHV� KDYH� DWWHPSWHG� WR� DQDO\VH� WKH
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UHODWLRQ�EHWZHHQ�IRUHLJQ�ORFDWLRQ�DQG�VSHFLILF�LQGXVWULDO�FKDUDFWHULVWLFV��/XJHU�DQG�6KHWW\��������6PLWKDQG�)ORULGD��������.XHPPHUOH��������&KXQJ�DQG�$OFiFHU��������
7KH� PDLQ� DLP� RI� WKLV� SDSHU� LV� WR� H[SORUH� WKH� UROH� WKDW� DJJORPHUDWLRQ� HFRQRPLHV� SOD\� DV� ORFDWLRQGHWHUPLQDQWV�RI�)',� LQ�PDQXIDFWXULQJ��ZLWK�D�SDUWLFXODU�HPSKDVLV�RQ� LQWHU�LQGXVWU\�KHWHURJHQHLW\��7RGR�VR��LW�LV�ILUVW�QHFHVVDU\�WR�LGHQWLI\�WKH�WUDLWV�RI�WKRVH�LQGXVWULHV�LQ�ZKLFK�)',�KDV�D�KLJKHU�SURSHQVLW\WR� DJJORPHUDWH� �LQ� WHUPV� RI� FDSLWDO� LQWHQVLW\�� ODERXU� LQWHQVLW\�� 5	'� LQWHQVLW\�� OLQNDJHV� DQG� PDUNHWRULHQWDWLRQ��DQG�WKH�UHODWLRQVKLS�EHWZHHQ�WKHVH�LQGXVWU\�VSHFLILF�IHDWXUHV�DQG�UHJLRQDO�FKDUDFWHULVWLFV�SDUWLFXODUO\� WKRVH� WKDW� WHQG� WR� IRUP�DJJORPHUDWLRQ�HFRQRPLHV� �PDQXIDFWXULQJ�DFWLYLW\�� VDPH� LQGXVWU\DFWLYLW\��FRQFHQWUDWLRQ�RI�VHUYLFHV�DQG�UHJLRQDO�5	'�DFWLYLWLHV���,Q�VKRUW��WKH�SDSHU�H[DPLQHV�WKH�ZD\�LQZKLFK�LQWHU�LQGXVWU\�GLIIHUHQFHV�DIIHFW�DJJORPHUDWLRQ�HFRQRPLHV�DQG�WKH�ORFDWLRQ�RI�)',�
&OHDUO\��DQ�XQGHUVWDQGLQJ�RI� WKHVH�TXHVWLRQV� LV�FULWLFDO� IRU� ILUPV�DQG� IRU� UHJLRQDO�SROLF\�PDNHUV��)RUQHZ� HQWUDQWV�� KDYLQJ� LQIRUPDWLRQ� DERXW� WKH� PDLQ� GHWHUPLQDQWV� RI� ORFDWLRQ� LQ� D� VSHFLILF� LQGXVWU\� LVFUXFLDO�LQ�PDNLQJ�WKHLU�VWUDWHJLF�GHFLVLRQV��)RU�SROLF\�PDNHUV�FRQFHUQHG�ZLWK�WKH�SURPRWLRQ�RI�IRUHLJQGLUHFW�LQYHVWPHQW�LQ�VSHFLILF�LQGXVWULHV��LQIRUPDWLRQ�DERXW�WKH�ORFDWLRQ�FKDUDFWHULVWLFV�WKDW�DWWUDFW�WKHVHILUPV�LV�SDUWLFXODUO\�YDOXDEOH�LQ�VWUHQJWKHQLQJ�H[LVWLQJ�ORFDWLRQ�WUDLWV�
7KLV� SDSHU� DVVXPHV� WKDW� ILUPV� PD[LPL]H� WKHLU� XWLOLW\�� ZKLFK� LV� GHSHQGHQW� RQ� D� UDQJH� RI� UHJLRQDOFKDUDFWHULVWLFV� LQFOXGLQJ� WHFKQLFDO� DFWLYLW\�� PDUNHW� VL]H�� HQGRZPHQW� IDFWRUV� DQG� DJJORPHUDWLRQHFRQRPLHV��DPRQJ�RWKHUV��7KH�YDOXH�DWWDFKHG� WR�HDFK�RI� WKHVH�DWWULEXWHV�RI� ORFDWLRQ� LV�D�SDUWLFXODUIXQFWLRQ�RI�WKH�WUDLWV�RI�HDFK�LQGLYLGXDO�ILUP�
:LWK� WKH� DLP� RI� YHULI\LQJ� ZKHWKHU� DJJORPHUDWLRQ� HFRQRPLHV� �� LQ� WKH� VDPH� ZD\� DV� RWKHU� VRFLR�HFRQRPLF�IDFWRUV�RI�ORFDWLRQ���KDYH�D�VLJQLILFDQW�HIIHFW�RQ�)',��DQ�HFRQRPHWULF�PRGHO�LV�LPSOHPHQWHGDFURVV� WKH�GLIIHUHQW� VHFWRUV� RI� WKH�6SDQLVK� HFRQRP\��*LYHQ� WKH� IDFW� WKDW�ZH� KDYH� DFFHVV� WR� SDQHOGDWD��DV�ZHOO�DV�FURVV�VHFWLRQDO�LQIRUPDWLRQ�IRU�GLIIHUHQW�JHRJUDSKLFDO�DUHDV�DQG�WHPSRUDO�LQIRUPDWLRQIRU� WKH� SHULRG� ����������� WKH� PHWKRGRORJ\� DGRSWHG� IRU� WKH� PRGHO� HVWLPDWLRQ� LV� WKDW� VSHFLILFDOO\GHVLJQHG�IRU�SDQHO�GDWD��%DOWDJL��������
2XU�HPSLULFDO�UHVXOWV�VKRZ�WKDW� LQWUD�LQGXVWU\�WUDLWV�DIIHFW�WKH�ORFDWLRQ�RI�)',��2I� WKH�YDULRXV�UHJLRQDOFKDUDFWHULVWLFV�� DJJORPHUDWLRQ� HFRQRPLHV� VHHP� WR� EH� PDLQ� IDFWRUV� RI� DWWUDFWLRQ�� HVSHFLDOO\� LQLQGXVWULHV�ZLWK�KLJK�OHYHO�RI�OLQNDJHV�DQG�LQ�5	'�LQWHQVLYH�LQGXVWULHV�
7KH�SDSHU� LV�GLYLGHG�LQWR�IRXU�VHFWLRQV��7KH�QH[W�VHFWLRQ�H[DPLQHV�WKH�WKHRUHWLFDO�DSSURDFK�DQG�WKHPDLQ� K\SRWKHVLV� WR� WHVW�� 7KH� VHFRQG� VHFWLRQ� GHVFULEHV� WKH� HFRQRPHWULF� PRGHO�� 7KH� WKLUG� VHFWLRQ
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SUHVHQWV� WKH�HFRQRPHWULF�PHWKRGRORJ\�DQG�UHSRUWV� WKH�HVWLPDWLRQ� UHVXOWV��7KH� ILQDO�VHFWLRQ�RIIHUV�DVXPPDU\�DQG�GUDZV�FRQFOXVLRQV�
$**/20(5$7,21�(&2120,(6�$1'�,1'8675<�75$,76
0DUVKDOO¶V� FRQWULEXWLRQ� DW� WKH� HQG� RI� WKH� ;,;� FHQWXU\� ZDV� SLRQHHULQJ�� +H� LGHQWLILHG� WKUHH� W\SHV� RIH[WHUQDO� HFRQRPLHV� WKDW� JHQHUDWH� DJJORPHUDWLRQ� �JHRJUDSKLFDO� FRQFHQWUDWLRQ��� VSHFLDOL]HG� ODERU�VSHFLILF�LQSXWV�DQG�WHFKQRORJLFDO�VSLOORYHUV��+RRYHU��������LGHQWLILHG�WZR�PDMRU�W\SHV�RI�DJJORPHUDWLRQHFRQRPLHV�� ILUVW�� ORFDWLRQ� HFRQRPLHV�� RU� H[WHUQDOLWLHV� GHULYHG� IURP� LQGXVWU\�VSHFLILF� ORFDWLRQ�� DQG�VHFRQG��XUEDQL]DWLRQ�HFRQRPLHV�� LQ�ZKLFK�WKH�HFRQRPLHV�DUH�H[WHUQDO�WR�WKH� LQGXVWU\��EXW� LQWHUQDO�WRWKH�WHUULWRU\��DQG�VR�EHQHILW�DOO�WKH�ILUPV�LQ�WKH�DUHD�
7KH�DSSURDFK�W\SLILHG�LQ�QHZ�HFRQRPLF�JHRJUDSK\�LV�FHQWHUHG�RQ�0DUVKDOO¶V�LGHDV�RI�ILUPV¶�OLQNDJHV�EXW� LW� GUDZV� DOVR� RQ� RWKHU� FRPPRQ� HOHPHQWV� VXFK� DV� LQFUHDVLQJ� UHWXUQV�� WUDQVSRUW� FRVW� DQG� IDFWRUPRELOLW\��$V� WKHVH�HOHPHQWV� LQWHUDFW�� LQGXVWU\�ZLOO� HLWKHU�DJJORPHUDWH�RU�EHFRPH�GLVSHUVHG� LQ� VSDFHGHSHQGLQJ�RQ�ZKHWKHU�WKH�UHVXOWLQJ�IRUFHV�DUH�FHQWULSHWDO�RU�FHQWULIXJDO�UHVSHFWLYHO\���)XMLWD��.UXJPDQDQG� 9HQDEOHV� ������� LGHQWLI\� WKH� PDLQ� FHQWULSHWDO� IRUFHV� OHDGLQJ� WR� VSDWLDO� DJJORPHUDWLRQ� DV�� ��OLQNDJHV��IRUZDUG�OLQNDJHV�DQG�EDFNZDUG�OLQNDJHV�����WKH�H[LVWHQFH�RI�WKLFN�PDUNHWV�DQG�����NQRZOHGJHVSLOORYHUV��6LPLODUO\��WKH\�LGHQWLI\�WKH�PDLQ�FHQWULIXJDO�IRUFHV�DV�����LPPRELOH�IDFWRUV�DQG�����FRQJHVWLRQGLVHFRQRPLHV�
2WKHU�VWXGLHV�KDYH�IRFXVHG�WKHLU�DWWHQWLRQ�RQ�LQGXVWULDO�FOXVWHUV�ZKHUH�ILUPV�FDQ�EHQHILW�IURP�ORFDWLQJFORVH�WR�HDFK�RWKHU�EHFDXVH�RI�NQRZOHGJH�VSLOORYHUV��7KH�HPHUJHQFH�RI� LQWHOOHFWXDO�FDSLWDO�DV�D�NH\VWUDWHJLF�DVVHW�LQ�WKH�ZHDOWK�FUHDWLRQ�SURFHVV�LV�RQH�RI�WKH�PRVW�VLJQLILFDQW�FKDQJHV�RYHU�WKH�ODVW�WZRGHFDGHV��'XQQLQJ��������FODLPV�WKDW�D�UHFHQW��VLJQLILFDQW�FKDQJH�LQ�WKH�UHDVRQV�XQGHUO\LQJ�)',�LV�WKHJURZWK�LQ�VWUDWHJLF�DVVHW�VHHNLQJ�)',���DLPHG�DW�SURWHFWLQJ�RU�LQFUHDVLQJ�WKH�RZQHUVKLS�DGYDQWDJH�RIWKH�LQYHVWLQJ�ILUP��UDWKHU�WKDQ�DW�H[SORLWLQJ�WKLV�DGYDQWDJH�DV�LV�WKH�FDVH�RI�WUDGLWLRQDO�)',��7KXV��WKHORFDWLRQ�SUHIHUHQFHV�RI� ILUPV�KDYH�VKLIWHG� IURP� WUDGLWLRQDO� UHTXLUHPHQWV��VXFK�DV�DFFHVV� WR�PDUNHWVDQG�QDWXUDO�UHVRXUFHV�WR�WKH�QHHG�WR�KDYH�DFFHVV�WR�NQRZOHGJH�LQWHQVLYH�DVVHWV��FRQILQHG�PDLQO\�WRGHYHORSHG�FRXQWULHV��DQG�ZKLFK�DUH�FKDUDFWHUL]HG�E\�D�JUHDWHU�JHRJUDSKLFDO�FRQFHQWUDWLRQ�WKDQ�RWKHUNLQGV�RI�DFWLYLW\���.XHPPHUOH����������&KXQJ�DQG�$OFiFHU���������
/RFDWLRQ� DQG� VSHFLDOL]DWLRQ� SDWWHUQV� DUH� GHWHUPLQHG� E\� WKH� LQWHUDFWLRQV� EHWZHHQ� LQGXVWU\� DQG� DUHJLRQ
V� FKDUDFWHULVWLFV�� 7KH� IDFWRU� DEXQGDQFH� RI� UHJLRQV� GLIIHUV�� VRPH� DUH� UHODWLYHO\� DEXQGDQW� LQSK\VLFDO�FDSLWDO��VRPH�LQ�KXPDQ�FDSLWDO��ZKLOH�RWKHUV�DUH�FRUH�ORFDWLRQV�RIIHULQJ�HDV\�DFFHVV�WR�PDQ\PDUNHWV��,QGXVWULHV�DOVR�GLIIHU�LQ�WKHLU�IDFWRU�LQWHQVLW\��WHFKQRORJ\�OHYHO��LQWUD�LQGXVWU\�DQG�LQWHU�LQGXVWU\
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OLQNDJHV�� DQG� ILQDO� GHPDQG� RULHQWDWLRQ�� DPRQJ� RWKHU� IDFWRUV�� $OO� WKHVH� UHJLRQDO� FKDUDFWHULVWLFV� DQGLQGXVWU\�WUDLWV�LQWHUDFW�WR�GHWHUPLQH�WKH�SDWWHUQ�RI�ORFDWLRQ�
+HUH�� RXU� PDLQ� DVVXPSWLRQ� LV� WKDW� WKH� UROH� SOD\HG� E\� DJJORPHUDWLRQ� HFRQRPLHV� DV� ORFDWLRQGHWHUPLQDQWV�ZLOO�GHSHQG�RQ WKH�VSHFLILF�WUDLWV�RI�WKH�ILUPV��,QGXVWULHV�WKDW�DUH�SDUWLFXODUO\�LQWHQVLYH�LQDQ\� RQH� JLYHQ� IDFWRU� ZLOO� EH� DWWUDFWHG� WR� UHJLRQV� WKDW� RIIHU� D� UHODWLYH� DEXQGDQFH� RI� WKDW� IDFWRU�� 7RLPSOHPHQW�WKLV�K\SRWKHVLV��WKH�WKHRU\�ZLOO�WHOO�XV�ZKLFK�FRXQWU\�FKDUDFWHULVWLFV�WHQG�WR�EH�UHODWHG�ZLWKZKLFK�LQGXVWU\�WUDLWV�
7KLV�SDSHU�FRQVLGHUV�WKH�IROORZLQJ�K\SRWKHVHV��)LUVW��QHZ�HFRQRPLF�JHRJUDSK\�KDV�GHVFULEHG�WKH�ZD\LQ� ZKLFK� IRUZDUG� DQG� EDFNZDUG� OLQNDJHV� �� WKH� FHQWULSHWDO� IRUFHV� �� FDQ� JHQHUDWH� D� SURFHVV� RIDJJORPHUDWLRQ�ZKHUHE\�SURGXFHUV�ZLVK�WR�ORFDWH�QHDU�WKHLU�VXSSOLHUV�DQG�FXVWRPHUV�ZLVK�WR�PLQLPL]HWKHLU� WUDQVSRUW� FRVWV��7KXV�� LQGXVWULHV�ZLWK�KLJK� OHYHOV�RI� LQWUD�LQGXVWU\�DQG�RU� LQWHU�LQGXVWU\� OLQNDJHVZLOO�WHQG�WR�ORFDWH�QHDU�RWKHU�SURGXFHUV�LQ�RUGHU�WR�EX\�LQWHUPHGLDWH�JRRGV��DQG�WR�VHOO�WKHLU�SURGXFWV�,Q�WKLV�FDVH��WKH�SRVLWLYHO\�YDOXHG�DWWULEXWHV�RI�D�UHJLRQ�DUH�WKH�H[LVWHQFH�RI� ORFDWLRQ�HFRQRPLHV�DQGPDQXIDFWXULQJ�DJJORPHUDWLRQ�
6HFRQG��ILUPV�VHHNLQJ�NQRZOHGJH�LQ�RUGHU�WR�DXJPHQW�WKHLU�NQRZOHGJH�EDVH�ZLOO�YDOXH�ORFDWLRQV�WKDWRIIHU� PRUH� WHFKQLFDO� DFWLYLW\�� WKDW� LV�� UHJLRQV� LQ� ZKLFK� WKHUH� DUH� PRUH� VFLHQWLVWV�� HQJLQHHUV�� PRUHSDWHQWV�� DQG� JUHDWHU� 5	'� LQWHQVLW\�� 7KH� ILUPV� PRVW� OLNHO\� WR� YDOXH� WKHVH� UHJLRQDO� FKDUDFWHULVWLFVSRVLWLYHO\�ZLOO�EH�ILUPV�LQ�5	'�LQWHQVLYH�LQGXVWULHV��ZKHUH�WHFKQLFDO�SURJUHVV�LV�FULWLFDO��+RZHYHU��ILUPVPD\�DOVR�VHHN�NQRZOHGJH�VR�WKDW�WKH\�FDQ�DGDSW�H[LVWLQJ�SURGXFWV� WR�SURYLGH�JUHDWHU�VDWLVIDFWLRQ�RIORFDO�QHHGV��.XHPPHUOH���������,Q�VXFK�D�FDVH��LW�LV�SUREDEOH�WKDW�WKHVH�ILUPV�ZLOO�DWWDFK�PRVW�YDOXH�WRPDUNHW�RSSRUWXQLWLHV�
7KLUG��LQGXVWULHV�WKDW�DUH�KLJKO\�ODERXU�LQWHQVLYH��ZLWK�ORZ�OHYHOV�RI�GHPDQG�DQG�WHFKQRORJ\��DFFRUGLQJWR� WKH� (XURSHDQ� 8QLRQ� &RPPLVVLRQ� DQG� 2(&'� LQGXVWU\� FODVVLILFDWLRQ�� ZLOO� SUREDEO\� ZLOO� QRW� EHLQWHUHVWHG�LQ�DJJORPHUDWLRQ�HFRQRPLHV�RU�WKH�VL]H�RI�WKH�UHJLRQ¶V�NQRZOHGJH�EDVH��UDWKHU�VXFK�ILUPVZLOO�VHHN�ORZ�IDFWRU�FRVWV��,Q�WKLV�WKLUG�FDVH�� LW�ZRXOG�EH�LQWHUHVWLQJ�WR�FRPSDUH�ZKLFK�YDULDEOHV�KDYHWKH�JUHDWHU�FDSDFLW\�WR�DWWUDFW��FRVW�IDFWRUV�RU�DJJORPHUDWLRQ�HFRQRPLHV�
02'(/�$1'�9$5,$%/(6
6WXGLHV�RI� WKH�YDULDEOHV� LQIOXHQFLQJ� WKH� ORFDWLRQ�GHFLVLRQV�RI�PDQXIDFWXULQJ� IRUHLJQ� LQYHVWPHQW�KDYHEHHQ� KLQGHUHG� E\� WKH� IDLOXUH� WR� GHYHORS�� WR� GDWH�� D� VWUXFWXUDO� PRGHO� RI� )',� GHWHUPLQDQWV� WKDW� FDQLGHQWLI\�ZKLFK�RI� WKHVH� IDFWRUV�PLJKW�EH�FRQVLGHUHG�SLYRWDO� DQG�VKRXOG� WKHUHIRUH�EH� LQFOXGHG� LQ�DQ\
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IXUWKHU�DQDO\VLV��5HVHDUFKHUV�KDYH�KDG�WR�UHO\�RQ�HPSLULFDO�VWXGLHV�WKDW�RIIHU�RQO\�FHUWDLQ�LQVLJKWV�LQWRWKH�YDULDEOHV�DQG�WKH�ZD\�WKDW�WKH\�EHKDYH�DQG�LQWHUDFW�
(PSLULFDO�VWXGLHV�RI�PXOWLQDWLRQDO�ORFDWLRQDO�FKRLFHV�DW�WKH�UHJLRQDO�OHYHO�KDYH�PDLQO\�H[DPLQHG�HQWU\LQWR�8�6��PDUNHWV��/XJHU�	�6KHWW\��������&RXJKOLQ�HW�DO���������:RRGZDUG��������)ULHGPDQ�������DQG������+HDG�HW�DO��������DQG��������)ROORZLQJ�&DUOWRQ��������DQG�%DUWLN¶V��������DSSURDFK�WR�EUDQFKSODQW�ORFDWLRQ��PRVW�RI�WKHVH�VWXGLHV�XVH�GLVFUHWH�FKRLFH�PRGHOV�WR�DQDO\]H�QHZ�LQYHVWPHQW�GHFLVLRQV�
6LPLODUO\�� D� QXPEHU� RI� VWXGLHV� KDYH� H[DPLQHG� WKH� ORFDWLRQDO� GHWHUPLQDQWV� RI� )',� ZLWKLQ� (XURSH�6FDSHUODQGD�DQG�%DORXJK��������DQDO\]HG�WKH�ORFDWLRQDO�GHWHUPLQDQWV�RI�86�LQYHVWPHQW�LQ�WKH�((&�&XOHP��������VWXGLHG�ELODWHUDO�)',� IORZV�EHWZHHQ� WKH�86$�DQG� ILYH�(XURSHDQ�FRXQWULHV��<DPDZDNL������� DQG� 7KLUDQ� DQG� <DPDZDNL� ������� IRFXVHG� RQ� -DSDQHVH� )',� LQ� (XURSHDQ� FRXQWULHV� DQGUHJLRQV��+LOO�DQG�0XQGD\�������	�������VRXJKW�WR�LGHQWLI\�)',�GHWHUPLQDQWV�LQ�WKH�8QLWHG�.LQJGRP��DVGLG� 0DULRWWL� 	� 3ULFLWHOOR� ������� LQ� ,WDO\�� *XLPDUDHV� HW� DO�� ������� LQ� 3RUWXJDO�� (JHD� 	� /ySH]� 3XH\R�����E���DQG�3HOHJUtQ��������LQ�6SDLQ��:LWK�WKH�H[FHSWLRQ�RI�*XLPDUDHV�HW�DO����������ZKR�DGRSWHG�DGLVFUHWH� FKRLFH� PRGHO� DSSURDFK� IRU� QHZ� SODQW� LQYHVWPHQW�� WKH� RWKHU� VWXGLHV� HPSOR\HG� D� PXOWLSOHUHJUHVVLRQ� RU� SDQHO� GDWD� DSSURDFK�� XVLQJ� DOO� IRUPV� RI� )',�� QRW� MXVW� JUHHQILHOG� LQYHVWPHQW�� DV� WKHLUGHSHQGHQW�YDULDEOH�
7KH�HPSLULFDO�LPSOHPHQWDWLRQ�RI�WKH�PRGHO�ZLOO�EH�DSSOLHG�WR�WKH�FDVH�RI�6SDLQ��6SDLQ�H[SHULHQFHG�DUDSLG�JURZWK� LQ�)',� IROORZLQJ� LWV������HQWU\� LQWR� WKH�(XURSHDQ�&RPPXQLW\��7KH�FRXQWU\� LV�DQ�DFWLYHUHFLSLHQW�LQ�WKH�ZRUOG�IORZ�RI�)',��GRXEOLQJ�LWV�SDUWLFLSDWLRQ�IURP������LQ�WKH�SHULRG�����������WR����LQ������2(&'���������:KHUHDV��DW�WKH�EHJLQQLQJ�RI�WKH�VHYHQWLHV��)',�DFFRXQWHG�IRU�DSSUR[LPDWHO\���RI�JURVV�IL[HG�FDSLWDO�IRUPDWLRQ��WZHQW\�\HDUV�ODWHU��DW�WKH�EHJLQQLQJ�RI�WKH�QLQHWLHV��WKH�ILJXUH�ZDV����6SDLQ�� WKXV��VKLIWHG�PHPEHUVKLS�IURP�WKH�JURXS�RI�FRXQWULHV� LQ�ZKLFK�WKH� LQFLGHQFH�RI�)',�RQ�JURVVIL[HG� FDSLWDO� IRUPDWLRQ� ZDV� ORZ� WR� WKH� JURXS� LQ� ZKLFK� WKH� LQFLGHQFH� FRXOG� EH� FRQVLGHUHG� KLJK�9HQDEOHV�HW�DO���������VKRZV�WKDW�DW� WKH�EHJLQQLQJ�RI�WKH�����V�������RI�DOO�(8�PDQXIDFWXULQJ�ZDVORFDWHG� LQ�6SDLQ��2YHU� WKH� ODVW� WKUHH� GHFDGHV� WKLV� VKDUH� KDV� UDLVHG� WR� ������ 7KH�81&7$'�:RUOG,QYHVWPHQW� 5HSRUW� ������� SUHGLFWHG� WKDW� 6SDLQ� ZRXOG� EH� WKH� ILIWK� PRVW� SRSXODU� (8� ORFDWLRQ� IRUWUDQVQDWLRQDO�FRUSRUDWLRQ�LQYHVWPHQW�LQ�WKH�SHULRG�����������
7KHUH� LV� QR� GRXEW� WKDW� DQ� LQWHQVLYH� SURFHVV� RI� VSDWLDO� FRQFHQWUDWLRQ� RFFXUUHG� LQ� WKH� UHJLRQDOGLVWULEXWLRQ�RI�)',� LQ�6SDLQ�GXULQJ� WKH�QLQHWLHV� 7DEOH���GHSLFWV� WKH�JHRJUDSKLFDO�SDWWHUQ�RI� UHJLRQDO)',� LQ�PDQXIDFWXULQJ� LQGXVWULHV�� WKH� ILJXUH� VKRZV� WKH� SHUFHQWDJH� RI�PDQXIDFWXULQJ� )',� GXULQJ� WKHSHULRG�����������E\�UHJLRQ��2I�WKH����UHJLRQV��WZR���0DGULG�DQG�&DWDOXxD���UHFHLYHG�DOPRVW�����RI
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PDQXIDFWXULQJ� LQYHVWPHQW� DQG� WKLV� VKDUH� ULVHV� WR� ���� LI� ZH� DGG� IRXU�PRUH� UHJLRQV�� $VWXULDV�� 3DtV9DVFR�� &RPXQLGDG� 9DOHQFLDQD� DQG� $QGDOXFtD�� 7KLV� GHJUHH� RI� FRQFHQWUDWLRQ� VXJJHVWV� WKDWDJJORPHUDWLRQ�HFRQRPLHV�DUH�DFWLQJ�DV�FUXFLDO�ORFDWLRQ�IDFWRUV��2QH�GLIILFXOW\�ZH�IDFH��KRZHYHU��LQ�WKLVJHRJUDSKLFDO�DQDO\VLV�FRQFHUQV�WKH�DUHD��ZKLFK� LV�H[WUHPHO\� ODUJH� IRU�REVHUYLQJ�DJJORPHUDWLRQ� �VHHPDS�RI�UHJLRQV�LQ�WKH�DSSHQGL[���,QGHHG��D�VPDOOHU�DUHD�ZRXOG�EH�D�PRUH�DSSURSULDWH�ZD\�IRU�VWXG\LQJWKLV�TXHVWLRQ�LI�GDWD�DW�WKDW�OHYHO�ZHUH�DYDLODEOH��2WKHUV�VWXGLHV�KDYH�DOVR�XVHG�WKH�UHJLRQ�DQG�RU�WKHVWDWH�WR�DQDO\VH�WKH�GHWHUPLQDQWV�RI�)',��LQFOXGLQJ�DJJORPHUDWLRQ�IDFWRUV��&RXJKOLQ�HW�DO�������+HDGHW�DO�������DQG�������6KDYHU�������&KXQJ�DQG�$OFiFHU�������DPRQJ�RWKHUV��� ,Q�WKH�FDVH�RI�6SDLQ�HPSOR\LQJ�WKH�UHJLRQ�DV�WKH�XQLW�RI�DQDO\VLV�KDV�WKH�DGYDQWDJH�WKDW�WKH�LQIRUPDWLRQ�REWDLQHG�IURP�WKHVWXG\�FDQ�EH�XVHG�E\�UHJLRQDO�SXEOLF�SROLF\�PDNHUV��ZKRVH�GHFLVLRQV�LQ�WKLV�ILHOG�DUH�DXWRQRPRXV�IURPWKRVH� RI� FHQWUDO� JRYHUQPHQW�� 7KXV��ZKLOH� LW� ZRXOG� EH� GHVLUDEOH� WR� UHGXFH� WKH� OHYHO� RI� JHRJUDSKLFDODJJUHJDWLRQ�� GDWD� RQ� VSHFLILF� LQYHVWPHQW� E\� ILUP� LV� QRW� DYDLODEOH�� <HW�� 6SDLQ� VWLOO� SURYLGHV� D� JRRGH[DPSOH�RI�D�FRXQWU\�LQ�ZKLFK�WR�VWXG\�KRZ�WKH�LQWHU�LQGXVWU\�GLIIHUHQFHV�DIIHFW�GLIIHUHQW�DJJORPHUDWLRQHFRQRPLHV� LQ� WKH� ORFDWLRQ�RI� )',��3DUWLFXODUO\� LI�ZH�EHDU� LQ�PLQG� WKDW� WKH� WZR� UHJLRQV� ��0DGULG� DQG&DWDOXxD���WKDW�FRQFHQWUDWH�DOPRVW�����RI�PDQXIDFWXULQJ�LQYHVWPHQW�DUH�UHODWLYHO\�VPDOO�
,Q�WKH�HVWLPDWHG�HFRQRPHWULF�PRGHO��)',�GHSHQGV�RQ�UHJLRQDO�FKDUDFWHULVWLFV��ORFDWLRQ�IDFWRUV���ZKLFKDUH�GHVFULEHG�LQ�7DEOH���RI�WKH�DSSHQGL[��DQG�RQ�VHFWRU�FKDUDFWHULVWLFV��DJJORPHUDWLRQ�IDFWRUV���ZKLFKTXDQWLI\�WKH�H[WHQW�WR�ZKLFK�VSHFLILF� LQGXVWULHV�FRQFHQWUDWH�LQ�D�FHUWDLQ�WHUULWRU\��%HORZ��ZH�GHVFULEH�ILUVW��KRZ�WKH�GHSHQGHQW�YDULDEOH�LV�FRQVWUXFWHG��DV�D�SUR[\�RI�)',��DQG��VHFRQG��WKH�SUR[\�YDULDEOHVWKDW�KDYH�EHHQ�XVHG�LQ�H[SODLQLQJ�WKH�HVWLPDWLRQ�RI�WKH�HFRQRPHWULF�PRGHO�
7KH�GHSHQGHQW�YDULDEOH
7KH� PHDVXUHPHQW� RI� D� UHJLRQ
V� LQZDUG� LQYHVWPHQW� LV� QRW� HDV\�� ,Q� 6SDLQ�� IRUHLJQ� LQYHVWPHQW� GDWDEURNHQ�GRZQ�E\�UHJLRQDO�GHVWLQDWLRQ� LV�SURYLGHG�E\� WKH�'HSDUWPHQW�RI�7UDGH�DQG�,QYHVWPHQW��5R\DO'HFUHH���������� LQWURGXFHG�PRGLILFDWLRQV�FRQFHUQLQJ� IRUHLJQ� LQYHVWPHQW��ZKLFK� LQ� WXUQ�DIIHFWHG� WKHDYDLODELOLW\�RI�)',�VWDWLVWLFV�LQ�6SDLQ��7KH�GHFUHH�UXOHG�WKDW�SRWHQWLDO�SURMHFWV�ZHUH�QR�ORQJHU�VXEMHFW�WRDGYDQFH� YHULILFDWLRQ� RU� DXWKRUL]DWLRQ�� EXW� UDWKHU� ILUPV� KDG� QRZ� WR� GHFODUH� IRUHLJQ� LQFRPH� WR� WKH5HJLVWHU�RI� ,QYHVWPHQW��0LQLVWU\�RI�(FRQRP\��RQFH� LW�KDG�EHHQ� LQYHVWHG���7KH�'HSDUWPHQW�RI�7UDGHDQG�,QYHVWPHQW
V�LQIRUPDWLRQ�LV�GUDZQ�IURP�WKLV�5HJLVWHU��7KHVH�FKDQJHV�PHDQ�WKDW�WKH�LQIRUPDWLRQ�LVQRZ�PXFK�PRUH�UHOLDEOH�DV�DOO�IRUHLJQ�LQYHVWPHQWV�DUH�UHJLVWHUHG��QRW�MXVW�IRUHLJQ�LQYHVWPHQWV�VXEMHFWWR�YHULILFDWLRQ�RU�DXWKRUL]DWLRQ���$Q� LQYHVWPHQW�PXVW�EH�UHJLVWHUHG�ZLWKLQ�D�PRQWK�RI� LWV�KDYLQJ�EHHQPDGH�
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,Q�-XO\���������WKH�'HSDUWPHQW�RI�7UDGH�DQG�,QYHVWPHQW�SUHVHQWHG�D�QHZ�VHULHV�RI�VWDWLVWLFV��RQH�RIWKHP�ZDV�WKH�³JURVV�HIIHFWLYH�IRUHLJQ�LQYHVWPHQW´��7KH�(IIHFWLYH�*URVV�)',�LV�REWDLQHG�E\�VXEWUDFWLQJIURP�WKH�UHJLVWHUHG�YDOXH�RI�JURVV�IRUHLJQ�PDQXIDFWXULQJ�LQYHVWPHQW��ILUVW��WKH�DFTXLVLWLRQV�RI�VKDUHV�E\IRUHLJQ�LQYHVWRUV�IURP�RWKHU�QRQ�UHVLGHQWV�LQ�6SDLQ��DQG�VHFRQG��WKH�PXOWLSOH�DFFRXQWLQJ�RI�WKLV�VDPHRSHUDWLRQ� FDXVHG� E\� WKH� UHVWUXFWXULQJ� RI� EXVLQHVV� JURXSV� LQ� 6SDLQ�� 2EYLRXVO\� WKHVH� ODVW� WZRRSHUDWLRQV�GR�QRW�UHSUHVHQW�DQ�LQFUHDVH�LQ�IRUHLJQ�DVVHWV�LQ�6SDLQ�
7KH� SDSHU� FRQVLGHUV� DV� GHSHQGHQW� YDULDEOHV� WKH� HIIHFWLYH� IRUHLJQ� GLUHFW� LQYHVWPHQW� LQ� �� GLIIHUHQWLQGXVWULHV��IRRG�DQG�EHYHUDJHV��FKHPLFDOV��WUDQVSRUW�HTXLSPHQW��SDSHU��SULQWLQJ�DQG�SXEOLVKLQJ��PHWDOSURGXFWV��HOHFWULF�HTXLSPHQW��DQG�HOHFWURQLF�HTXLSPHQW��7KHVH�YDULDEOHV�DUH�FRQVLGHUHG� WKH�QHDUHVWSUR[LHV�WR�)',�IRU�WKH�SHULRG������������7KH�YDULDEOHV�DUH�H[SUHVVHG�SHU�FDSLWD�DQG�LQ�UHDO�WHUPV�
7KH�GLIIHUHQW�LQGXVWULHV�XVHG�LQ�WKH�DQDO\VLV�ZDV�FKRVHQ�XVLQJ�WZR�FULWHULD��7KH�ILUVW�FULWHULRQ�VHHNV�WRDQVZHU� WKH�TXHVWLRQ�DV� WR�ZKDW�NLQGV�RI� LQGXVWU\�DUH�DWWUDFWHG� WR� WKH�6SDQLVK� UHJLRQV��7KH� LQGXVWU\VKDUH� LQ� WRWDO� )',� LQ� PDQXIDFWXULQJ� VKRXOG� UHYHDO� WKLV�� ZKHUHE\� D� KLJKHU� VKDUH� LPSOLHV� WKDW� WKHVHLQGXVWULHV�DUH�PRUH�DWWUDFWHG�WR�WKH�6SDQLVK�UHJLRQV�WKDQ�WKRVH�ZLWK�D�ORZHU�VKDUH�
7KH�RWKHU�FULWHULRQ�LV�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�LQGXVWU\�WUDLW�DQG�WKH�K\SRWKHVLV�WKDW�ZH�DUH�WHVWLQJ�,Q� WHUPV� RI� WKH� ILUVW� K\SRWKHVLV�� WKHUHIRUH�� WKH� ILUP� WUDLWV� ZH� DUH� FRQFHUQHG� ZLWK� DUH� IRUZDUG� DQGEDFNZDUG�OLQNDJHV��9HQDEOHV�HW�DO���������LGHQWLI\�LQGXVWULHV�ZLWK�KLJK��PHGLXP�DQG�ORZ�LQWUD�LQGXVWU\DQG�LQWHU�LQGXVWU\�OLQNDJHV���)RU�H[DPSOH��WKH�PRWRU�YHKLFOHV�VHFWRU�KDV�D�KLJK�OHYHO�RI� LQWUD�LQGXVWU\DQG�D PHGLXP�OHYHO�RI�LQWHU�LQGXVWU\�OLQNDJHV��ZKHUHDV�WKH�PRWRUF\FOHV�VHFWRU�KDV�D�ORZ�OHYHO�RI�LQWUD�LQGXVWU\� DQG� D� KLJK� OHYHO� RI� LQWHU�LQGXVWU\� OLQNDJHV�� ,Q� WHUPV� RI� WKH� VHFRQG� K\SRWKHVLV�� &KXQJ� DQG$OFiFHU ������� LGHQWLI\� WKH� LQGXVWULHV� ZLWK� WKH� KLJKHVW� 5	'� LQWHQVLW\� DV� SKDUPDFHXWLFDOV�VHPLFRQGXFWRUV��FKHPLFDOV��DQG�HOHFWURQLFV�HOHFWULFDO�HTXLSPHQW��ZKLOH�.XHPPHUOH �������FODLPV�WKDWSKDUPDFHXWLFDOV�DQG�HOHFWURQLFV��IROORZHG�E\�WKH�FKHPLFDO��YHKLFOH�DQG�PDFKLQHU\�LQGXVWULHV��DUH�WKHPRVW�DFWLYH�LQ�)',�LQ�5	'��,Q�WHUPV�RI�WKH�WKLUG�K\SRWKHVLV��9HQDEOHV HW�DO���������LGHQWLI\�WKH�IRRG�DQGEHYHUDJHV� LQGXVWU\� DV� EHLQJ� ORZ� WHFKQRORJ\�� DQG� ZLWK� D� KLJK� RULHQWDWLRQ� WR� ILQDO� GHPDQG�� 7DEOH� �VKRZV� WKH� VKDUH� RI� )',� E\� LQGXVWU\� LQ� ���� GLJLWV� RI� &1$(� �1DWLRQDO� &ODVVLILFDWLRQ� RI� (FRQRPLF$FWLYLWLHV��DQG�WKH�ILUP�WUDLWV�RI�HDFK�LQGXVWU\�
([SODQDWRU\�YDULDEOHV
7KH�H[SODQDWRU\�YDULDEOHV�DUH�SUR[LHV� IRU� WKH� UHJLRQDO�FKDUDFWHULVWLFV� WKDW�DUH�EHOLHYHG� WR�GHWHUPLQHWKH� FKRLFH� RI� ORFDWLRQ�� 7KH� UHJLRQDO� FKDUDFWHULVWLFV� FRQVLGHUHG� LQ� WKLV� SDSHU� DUH�� PDUNHW� GHPDQG�
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ODERXU� PDUNHW�� UHJLRQDO� WHFKQLFDO� DFWLYLW\�� PDQXIDFWXULQJ� DFWLYLW\�� VDPH� LQGXVWU\� DFWLYLW\� DQGFRQFHQWUDWLRQ�RI�VHUYLFHV�
�� 7KH� YDULDEOHV� UHODWHG� WR�PDUNHW� GHPDQG�� LQFOXGLQJ� VL]H� DQG� JURZWK� UDWH�� KDYH� WUDGLWLRQDOO\� EHHQFRQVLGHUHG� FULWLFDO� GHWHUPLQDQWV� LQ� KRVW� FRXQWULHV�� DQG� DUH� IUHTXHQWO\� LQFOXGHG� LQ� VWXGLHV� RI� )',ORFDWLRQ�� 7KHLU� VLJQLILFDQFH� DQG� YDOXH� DUH� H[SHFWHG� WR� FRUUHODWH� SRVLWLYHO\� ZLWK� )',�� 7KH� PRVWIUHTXHQWO\� XVHG� YDULDEOH� DV� D� SUR[\� RI� PDUNHW� GHPDQG� LV� UHJLRQDO� LQFRPH� �*'3��� &RXJKOLQ� HW� DO�������� VXJJHVW� D� IXUWKHU� YDULDEOH� WKDW�PLJKW� VHUYH� DV� D� SUR[\� IRU�PDUNHW� GHPDQG� LV�PDQXIDFWXULQJGHQVLW\��7KH�DXWKRUV�SRLQW�RXW�WKDW�VWDWHV�ZLWK�D�KLJKHU�GHJUHH�RI�PDQXIDFWXULQJ�DFWLYLW\�PLJKW�DWWUDFWIRUHLJQ� LQYHVWRUV� ZKR� DUH� DOUHDG\� VHUYLQJ� H[LVWLQJ� PDQXIDFWXUHUV� LQ� WKH� DUHD�� $� SUREOHP� DULVHV�KRZHYHU�� ZKHQ� ZH� LQWURGXFH� WKHVH� WZR� SUR[LHV� �*'3� DQG� PDQXIDFWXULQJ� GHQVLW\�� LQ� WKH� VDPHUHJUHVVLRQ�PRGHO�EHFDXVH�WKH\�DUH�KLJKO\�FRUUHODWHG��DQG�VR�ZH�DUH�XQDEOH�WR�H[WULFDWH�WKH�IDFWRUV�ZHDUH�PHDVXULQJ��QDPHO\�DWWUDFWLRQ�WR�ILQDO�FRQVXPHUV���ZKLFK�ZH� WU\� WR�SUR[\� WKURXJK�*'3���DQG� WKHDJJORPHUDWLRQ�HFRQRPLHV�JHQHUDWHG�E\�IRUZDUG�DQG�EDFNZDUG�OLQNDJHV��ZRUNHUV�VHHN�D�ORFDWLRQ�QHDUWKH�SURGXFHUV�RI�FRQVXPHU�JRRGV�DQG�SURGXFHUV�ZDQW�WR�FRQFHQWUDWH�ZKHUH�WKH�PDUNHW�LV�ODUJHVW� ��
7KHUHIRUH��UDWKHU�WKDQ�XVLQJ�*'3��WKH�YDULDEOH�LQWURGXFHG�WR�SUR[\�PDUNHW�GHPDQG�ZLOO�EH�SHU�FDSLWDFRQVXPSWLRQ� �DSSDUHQW�FRQVXPSWLRQ� �� OHDYLQJ�PDQXIDFWXULQJ�DJJORPHUDWLRQ� WR�SUR[\�DJJORPHUDWLRQHFRQRPLHV�JHQHUDWHG�E\�IRUZDUG�DQG�EDFNZDUG�OLQNDJHV��7KH�ORZHU�FRUUHODWLRQ�HQDEOHV�XV�WR�VHSDUDWHPDUNHW�VL]H�IURP�DJJORPHUDWLRQ�HFRQRPLHV��+RZHYHU�LW�LV�VWLOO�QRW�SRVVLEOH�WR�GLVHQWDQJOH�ERWK�HIIHFWVFRPSOHWHO\�� EHFDXVH�� DV� GLVFXVVHG� DERYH�� PDUNHW� VL]H� LV� FOHDUO\� D� IXQGDPHQWDO� IDFWRU� LQ� WKHDSSHDUDQFH� RI� VSHFLDOL]HG� ILUPV� RSHUDWLQJ� LQ� FRPSOHPHQWDU\� DFWLYLWLHV�� ZKLFK� LQ� WXUQ� JHQHUDWHSURGXFWLYH� UHODWLRQVKLSV� EHWZHHQ� WKH� ILUPV�� EDFNZDUG� DQG� IRUZDUG� OLQNDJHV�� 7KXV��PDUNHW� VL]H� DQGOLQNDJHV�DUH�FOHDUO\�YHU\�FORVHO\�UHODWHG��7DEOH���VKRZV�WKH�GHVFULSWLRQ�RI�WKH�H[SODQDWRU\�YDULDEOH��$SRVLWLYH�QHJDWLYH�VLJQ�LV�H[SHFWHG�LQ�WKH�LQGXVWULHV�WKDW�DUH�DUH�QRW�ILQDO�GHPDQG�RULHQWHG�
��7KH� ODERU�PDUNHW�RI� WKH� UHJLRQ� LV�DSSURDFKHG�E\� ODERU�FRVW�DQG�KXPDQ�FDSLWDO��:KHQ� WHFKQRORJ\OHYHOV�DQG�SURGXFW�TXDOLW\�DUH�VWDQGDUGL]HG��DQG�FRVW�LV�WKH�SULRULW\��SURGXFWLRQ�PD\�EH�WUDQVIHUUHG�WRDQRWKHU�DUHD�ZLWK�ORZHU�ODERU�FRVWV��9HUQRQ���������7KXV��ODERU�FRVWV�FDQ�DFW�DV�D�GHWHUUHQW�WR�)',���$QHJDWLYH�VLJQ�LV�H[SHFWHG�LQ�WKH�LQGXVWULHV�WKDW�DUH�YHU\�RULHQWHG�WR�FRVWV�
+RZHYHU��HOVHZKHUH��ODERU�FRVWV�ZRXOG�DSSHDU�WR�KDYH�D�VLJQLILFDQW�SRVLWLYH�FRUUHODWLRQ�ZLWK�)',����,QWKHVH�VWXGLHV��LW�VHHPV�WKDW�ODERU�FRVWV�UHIOHFW�WKH�DYDLODELOLW\�RI�VNLOOHG�ZRUNHUV�LQ�WKH�UHJLRQ��DFWLQJ�DVD�SUR[\�IRU�TXDOLILFDWLRQV�DQG�VNLOOV��7KDW�LV��D�SRVLWLYH�VLJQ�LV�H[SHFWHG�LQ�WKH�LQGXVWULHV�WKDW�DUH�KLJKWHFKQRORJ\�OHYHO�DQG�ORRN�IRU�VNLOOHG�ODERU�
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+HUH�� WZR� YDULDEOHV� IRU� ODERU� FRVWV� ZHUH� XVHG�� D�� WKH� UHJLRQDO� YDOXH� RI� LQGXVWULDO� ZDJHV�� SHUHPSOR\HH�� LQ� UHDO� WHUPV�� DQG� E�� XQLW� ODERU� FRVW�PHDVXUHG� E\� WKH� UDWLR� RI� LQGXVWULDO� ZDJHV� WR� ODERUSURGXFWLYLW\��YDOXH�DGGHG�SHU�HPSOR\HH���LQ�UHDO�WHUPV���+RZHYHU��WKH�EHVW�UHVXOWV�ZHUH�REWDLQHG�XVLQJWKH�IRUPHU��VHH�7DEOH����
7KH� DYDLODELOLW\� RI� D� VNLOOHG� ODERU� IRUFH�� RU� VNLOOHG� KXPDQ� FDSLWDO�� LV� LPSRUWDQW� LQ� DWWUDFWLQJ� )',�HVSHFLDOO\� LQ� PDQXIDFWXULQJ� DFWLYLWLHV�� DQG� PRUH� VSHFLILFDOO\� ZKHQ� WKLV� LQYHVWPHQW� LV� PDGH� LQWHFKQRORJ\�LQWHQVLYH�DFWLYLWLHV�RI�PHGLXP�WR�KLJK�GHPDQG��3RUWHU��������FODLPV�WKDW�PXOWLQDWLRQDO�ILUPVDWWDFK� JUHDWHU� YDOXH� WR� WKH� H[LVWHQFH� RI� ODERU� ZLWK� D� JRRG� NQRZOHGJH� OHYHO� WKDQ� WR� D� FKHDS� ODERUPDUNHW��ZKLFK�PDNHV�LW�D��UHOHYDQW�ODERU�PDUNHW�FKDUDFWHULVWLF�RI�)',�LQ�GHYHORSHG�UHJLRQV��7KH�SUR[\IRU� KXPDQ� FDSLWDO� ZLOO� EH� WKH� SHUFHQWDJH� RI� WKH� ODERU� IRUFH� KDYLQJ� FRPSOHWHG� KLJKHU� HGXFDWLRQ� $SRVLWLYH�VLJQ�LV�H[SHFWHG�LQ�WKH�LQGXVWULHV�WKDW�DUH�5	'�LQWHQVLYH��VHH�7DEOH����
7KH� YDULDEOHV� WKDW� VHHN� WR� SUR[\� UHJLRQDO� FKDUDFWHULVWLFV�� VXFK� DV� WHFKQLFDO� DFWLYLW\�� PDQXIDFWXULQJDFWLYLW\��VDPH�LQGXVWU\�DFWLYLW\�DQG�FRQFHQWUDWLRQ�RI�VHUYLFHV��DUH�FRQVLGHUHG�DV�EHLQJ�DJJORPHUDWLRQYDULDEOHV�DQG�WKH�DQDO\VLV�RI�WKHLU�UROH�LQ�WKH�DWWUDFWLRQ�RI�PDQXIDFWXULQJ�)',�LV�WKH�IRFXV�SRLQW�RI�WKLVSDSHU
�� .QRZOHGJH� LV� DQ� LPSRUWDQW� VRXUFH� RI� RZQHUVKLS� DGYDQWDJH� IRU�PXOWLQDWLRQDOV� LQYHVWLQJ� LQ� IRUHLJQUHJLRQV�DQG�FRXQWULHV��DQG�VR�5	'�VSHQGLQJ�PD\�QRW�UHSUHVHQW�D�EDUULHU�WR�IRUHLJQ�ILUPV��'ULIILHOG�	0XQGD\�� �������2Q� WKH� FRQWUDU\�� LW�PD\�EH�DQ�DWWUDFWLRQ��$V� D� SUR[\� IRU� WKLV� YDULDEOH�ZH� XVHG� WZRUHJLRQDO�GDWD�VRXUFHV�� WKH�QXPEHU�RI�SDWHQWV��DV�D�PHDVXUH�RI� LQQRYDWLYH�RXWSXW��DQG�ILUPV¶� LQWHUQDOH[SHQGLWXUH� RQ� UHVHDUFK�DQG�GHYHORSPHQW� DFWLYLWLHV�� DVVXPHG� WR� EH� D� NH\� LQSXW� LQ� JHQHUDWLQJ� QHZNQRZOHGJH�� $V� WKH� FRUUHODWLRQ� EHWZHHQ� WKH� WZR� YDULDEOHV� ZDV� ����� ZH� VHOHFWHG� ILUPV¶� 5	'H[SHQGLWXUH��SULPDULO\�EHFDXVH�WKH�GDWD�VHULHV�ZHUH�ORQJHU�DQG�PRUH�KRPRJHQHRXV��DQG�EHFDXVH�WKHYDULDEOH� YDOXHV�DUH�PRUH�DFFXUDWHO\� DOORFDWHG� WR� WKH� UHJLRQ� LQ�ZKLFK� WKH�H[SHQGLWXUH� RFFXUV�� UDWKHUWKDQ�WR�WKH�6SDQLVK�KHDGTXDUWHUV�LQ�0DGULG��7KLV�YDULDEOH�LV�H[SUHVVHG�LQ�FRQVWDQW�WHUPV��VHH�7DEOH���� 7KLV� SUR[\� FDQ� EH� H[SHFWHG� WR� EH� SRVLWLYH� DQG� VLJQLILFDQW� LQ� LQGXVWULHV� WKDW� KDYH� D� KLJK� 5	'LQWHQVLW\��WKHUHE\�GHPRQVWUDWLQJ�WKH�LPSRUWDQFH�RI�DJJORPHUDWLRQ�E\�WHFKQLFDO�DFWLYLW\�LQ�)',�ORFDWLRQ�
��7KH�SUHVHQFH�RI�H[LVWLQJ�PDQXIDFWXULQJ�DFWLYLW\� LQ�D�UHJLRQ��ZLWK� LWV� ODUJH�FOXVWHU�RI�FRQVXPHUV�DQGVXSSOLHUV�� KDV� RIWHQ� EHHQ� FRQVLGHUHG� D� VLJQLILFDQW� IDFWRU� LQ� DWWUDFWLQJ� ILUPV� ZKRVH� GHPDQG� IRUVSHFLDOL]HG� ODERU�DQG�RWKHU� LQSXWV� LV� ORZ�� EXW�ZKLFK� VHHN� WR� ORFDWH� LQ� DUHDV�ZLWK� D� VWURQJ� LQGXVWULDOKHULWDJH��7KLV�UHJLRQ�FKDUDFWHULVWLF�ZLOO�DWWUDFW�WR�LQGXVWULHV�ZLWK�D�JRRG�OHYHO�RI�LQWHU�LQGXVWU\�OLQNDJHVVKRZLQJ� WKH� LPSRUWDQFH� RI� PDQXIDFWXULQJ� DJJORPHUDWLRQ� LQ� )',� ORFDWLRQ�� +HUH�� ZH� XVH� WKHPDQXIDFWXULQJ�HPSOR\PHQW�UDWH�SHU�VTXDUH�NLORPHWHU�DV�WKH�SUR[\��VHH�7DEOH����
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��,QGXVWU\�VSHFLILF�DJJORPHUDWLRQ��$V�PHQWLRQHG�DERYH�� ORFDWLQJ�D�ILUP�LQ�DQ�DUHD�LQ�ZKLFK�WKHUH�LV�DKLJK�FRQFHQWUDWLRQ�RI� HQWHUSULVHV� IURP� WKH� VDPH� LQGXVWU\� FDQ�EH�EHQHILFLDO� DV� VSHFLDOL]HG� LQSXWV� RIODERU��UDZ�PDWHULDOV�DQG�LQWHUPHGLDWH�JRRGV�DUH�PRUH�UHDGLO\�DYDLODEOH��7KLV� LQFUHDVHV�WKH�HIILFLHQF\RI�SURGXFWLRQ�DQG�JHQHUDWHV�VWURQJ�IRUZDUG�DQG�EDFNZDUG�OLQNDJHV�LQ�DQ�DUHD��7KDW�LV��LQGXVWULHV�ZLWKD�PHGLXP�DQG�KLJK� OHYHO�RI� LQWUD�LQGXVWU\� OLQNDJHV�ZLOO�EH�DWWUDFWHG� WR� WKH� UHJLRQV�ZLWK�KLJK� ORFDWLRQHFRQRPLHV� 7KH�SUR[\�IRU�WKLV�H[WHUQDO�HFRQRP\�LV�WKH�VKDUH�RI�UHJLRQDO�LQGXVWULDO�HPSOR\PHQW�LQ�HDFKVHFWRU��VHH�7DEOH����
�&RQFHQWUDWLRQ�RI�VHUYLFHV� LV� WKH�YDULDEOH� WKDW�EHWWHU�PHDVXUHV� WKH�XUEDQL]DWLRQ�HFRQRPLHV��DV� WKH\DUH�H[WHUQDO�HFRQRPLHV�JHQHUDOO\�UHODWHG�WR�WKH�FRQFHQWUDWLRQ�RI�VHUYLFHV��SURIHVVLRQDO��EDQNLQJ�DQGFRPPXQLFDWLRQ�VHUYLFHV��DQG�WKH�SURYLVLRQ�RI�VFLHQWLILF�DQG�WHFKQRORJLFDO�DVVHWV��LQ�XUEDQ�DUHDV��7KHSUR[\� IRU�FRQFHQWUDWLRQ�RI�VHUYLFHV� LV�SRSXODWLRQ�GHQVLW\��$�SRVLWLYH�DQG�VLJQLILFDQW�HIIHFW�RQ� IRUHLJQLQYHVWPHQW�ZRXOG� LPSO\� WKDW�KLJK�SRSXODWLRQ�GHQVLW\�DFWV�DV�D�FHQWULSHWDO� IRUFH�DQG� VR�XUEDQL]DWLRQHFRQRPLHV�DWWUDFW�)',��EXW�LQ�WKH�FDVH�RI�D�QHJDWLYH�DQG�VLJQLILFDQW�HIIHFW�SRSXODWLRQ�GHQVLW\�PLJKW�DFWDV�D�FHQWULIXJDO�IRUFH��UHIOHFWLQJ�D�FRQJHVWLRQ�GLVHFRQRP\�
0(7+2'2/2*<�$1'�(67,0$7,21�5(68/76
0HWKRGRORJ\
*LYHQ�WKH�IDFW�WKDW�ZH�KDYH�DFFHVV�WR�SDQHO�GDWD��DV�ZHOO�DV�FURVV�VHFWLRQDO�DQG�WHPSRUDO�LQIRUPDWLRQ�WKH�PHWKRGRORJ\�DGRSWHG� IRU� WKH�PRGHO� HVWLPDWLRQ� LV� WKDW� VSHFLILFDOO\� GHVLJQHG� IRU� SDQHO� GDWD�� 7KHGDWD�SURYLGH�LQIRUPDWLRQ�IRU����UHJLRQV�RYHU�D�VL[�\HDU�SHULRG��������������7KH�PRGHO�HVWLPDWHG�LV�WKHLQGLYLGXDO�HIIHFW�ZLWK�SDQHO�GDWD��WKDW�LV�

LWLLWLW [\ QDED ��� �� ���
ZKHUH� LW\ LV� WKH� GHSHQGHQW� YDULDEOH�PHDVXUHG� LQ� UHJLRQ� L �����1� IRU� WKH� \HDU� W ������7�� LW[ LV� D� URZYHFWRU�RI�H[SODQDWRU\�YDULDEOHV�� LD GHVFULEHV�WKH�LQGLYLGXDO�HIIHFW�IRU�WKH�UHJLRQV�DQG� LWQ LV�WKH�UDQGRP
HUURU��WKDW�LV�QRUPDO�ZLWK�PHDQ���DQG�YDULDQFH� �QV �
+HUH��WKH�GHSHQGHQW�YDULDEOH�LV�)',�IRU�WKH�UHJLRQ�L�LQ�WKH�SHULRG�W��DQG�WKH�H[SODQDWRU\�YDULDEOHV�DUHWKRVH�GHVFULEHG�LQ�7DEOH����$OO�YDULDEOHV�DUH�H[SUHVVHG�LQ�ORJDULWKP�IRUP�7KH�HVWLPDWLRQ�RI�WKH�PRGHO�H[SUHVVHG�LQ�����GHSHQGV�RQ�WKH� LD FKDUDFWHULVWLFV��,I�ZH�VXSSRVH�WKDW� LDLV�D�FRQVWDQW� IRU�HDFK�UHJLRQ��ZH�FDQ� WKHQ�HVWLPDWH� WKH� IL[HG�HIIHFW�PRGHO� �� WKDW� LV�� WKH�PRGHO�ZLWK



��

ELQDU\�YDULDEOHV� IRU�HDFK�UHJLRQ�RU� WKH�PRGHO�H[SUHVVHG� LQ�GLIIHUHQFHV�ZLWK� UHVSHFW� WR� WKH�PHDQ� IRUHDFK�UHJLRQ��,Q�ERWK�FDVHV�WKH�HVWLPDWLRQ�XVHV�WKH�RUGLQDU\�OHDVW�VTXDUHV�WHFKQLTXH��2/6��
7DEOH� �� VKRZV� WKH� FRUUHODWLRQ� PDWUL[� EHWZHHQ� H[SODQDWRU\� YDULDEOHV� UHIHUULQJ� WR� UHJLRQDOFKDUDFWHULVWLFV�� 7KLV� 7DEOH� VKRZV� WKH�PXOWLFROOLQHDULW\� GLIILFXOWLHV� HQFRXQWHUHG� ZKHQ� LQWHUSUHWLQJ� WKHUHVXOWV��:H�REVHUYHG�D�SRVLWLYH�DQG�VWURQJ�FRUUHODWLRQ�EHWZHHQ�SRSXODWLRQ�GHQVLW\�DQG�PDQXIDFWXULQJGHQVLW\� ��������� 7KLV�PHDQV� WKDW� ERWK� SDUDPHWHUV� DVVRFLDWHG�ZLWK� WKHVH� WZR� YDULDEOHV� DSSHDU�ZLWKRSSRVLWH� VLJQV�� ,Q� JHQHUDO� WKH� SDUDPHWHU� DVVRFLDWHG� ZLWK� PDQXIDFWXULQJ� GHQVLW\� LV� SRVLWLYH� DQGVLJQLILFDQW�
7KH� UHVXOWV� RI� WKH� IL[HG� HIIHFW� HVWLPDWLRQ� DUH� VKRZQ� LQ� 7DEOH� ��� (DFK� FROXPQ� FRUUHVSRQGV� WR� DVHSDUDWH�LQGXVWU\��7KH�ODVW�WZR�URZV�LQ�7DEOH���VKRZ�WKH�5�VTXDUH�FRHIILFLHQWV�IRU�HDFK�LQGXVWU\��$OOWKH�FRHIILFLHQWV�DUH�RYHU������ZLWK�WKH�H[FHSWLRQ�RI�IRRG�DQG�EHYHUDJHV�ZKHUH�WKH�YDOXH�LV��������7KH)� VWDWLVWLF� IRU� WKH� IL[HG� HIIHFW� VKRZV� WKDW� WKHVH� HIIHFWV� DUH� VLJQLILFDQW� IRU� HDFK� LQGXVWU\�� ZLWK� WKHH[FHSWLRQ�RI�WKH�HOHFWURQLFV�LQGXVWU\��DOWKRXJK�D�VLJQLILFDQFH�YDOXH�FORVH�WR�����ZDV�UHFRUGHG�
7KH� SURSHUWLHV� RI� WKH� IL[HG� HIIHFW� HVWLPDWLRQ� DUH� FRQVLVWHQF\� UDWKHU� WKDQ� HIILFLHQF\�� 7KLV� ODFN� RIHIILFLHQF\�RI� WKH� IL[HG�HIIHFW�HVWLPDWLRQ�FDQ�PHDQ� WKDW� WKH�SDUDPHWHUV�HVWLPDWHG�DUH�QRW� VLJQLILFDQW�7KH�HIILFLHQW�HVWLPDWLRQ�LV�WKH�UDQGRP�HIIHFW�PRGHO�
7KH�UDQGRP�HIIHFW�PRGHO�VXSSRVHV�WKDW�� LD LV�D�UDQGRP�YDULDEOH�ZLWK�QRUPDO�GLVWULEXWLRQ��LWV�PHDQ�LV��
DQG�LWV�YDULDQFH�LV� �DV �� 7KH�UDQGRP�HUURU�LQ�WKLV�PRGHO�LV� LWLLWX QD � ��WKH�YDULDQFH�DQG�FRYDULDQFH
PDWUL[� RI� LWX HUURU� DUH� QRW� VSKHULFDO�� LQ� WKLV� FDVH� ZH� XVH� D� JHQHUDOLVHG� OHDVW� VTXDUH� WR� REWDLQ� WKHHVWLPDWHG�SDUDPHWHUV�
7KH�UHVXOWV�IRU�WKH�UDQGRP�HIIHFW�PRGHO�DUH�VKRZQ�LQ�7DEOH����7KLV�HVWLPDWLRQ�LV�HIILFLHQW�EXW�LW�PLJKWQRW�EH�FRQVLVWHQW��ZKLFK�ZRXOG�FDXVH�WKH�YDOXHV�RI�WKH�HVWLPDWHG�SDUDPHWHUV�WR�EH�YHU\�GLIIHUHQW�IURPWKRVH�RI�WKH�WKHRUHWLFDO�SDUDPHWHUV��7KH�ODVW�URZ�RI�WKH�7DEOH�VKRZV�WKH�5�VTXDUH�FRHIILFLHQWV��+HUH�DJDLQ�DOO�YDOXHV�DUH��LQ�JHQHUDO��RYHU������$W�WKH�VDPH�WLPH��ZH�FDOFXODWHG�WKH�F� VWDWLVWLF�DVVRFLDWHGZLWK� +DXVPDQ� LQIHUHQFH�� 7KLV� VWDWLVWLFDO� WHVW� FRPSDUHV� WKH� YDOXH� DQG� YDULDQFH� RI� HVWLPDWHGSDUDPHWHUV� ZLWK� ERWK� LQGLYLGXDO� HIIHFWV� PRGHOV�� IL[HG� DQG� UDQGRP��:KHQ� WKH� GLIIHUHQFHV� EHWZHHQSDUDPHWHUV�DUH�JUHDW�DQG�WKH�GLIIHUHQFHV�EHWZHHQ�YDULDQFHV�DUH�VPDOO��WKH�+DXVPDQ�VWDWLVWLF�LV�ODUJHDQG� VLJQLILFDQW� DQG� WKH� IL[HG�HIIHFW�PRGHO� LV�SUHIHUUHG��:KHQ� WKH�RSSRVLWH� LV� WKH� FDVH�� WKH� UDQGRPHIIHFW�PRGHO� LV�SUHIHUUHG��)RU�DOO� LQGXVWULHV�� WKH�+DXVPDQ� LQIHUHQFH� UHFRPPHQGV� WKH� UDQGRP�HIIHFW
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PRGHO�� KRZHYHU�� LQ� ZKDW� IROORZV� ZH� GR� QRW� GLVFDUG� WKH� IL[HG� HIIHFW� PRGHO� LQ� VHHNLQJ� WR� SURYH� WKHFRQVLVWHQF\�RI�FHUWDLQ�UHVXOWV�
(VWLPDWLRQ�5HVXOWV
7KH�HPSLULFDO�UHVXOWV�REWDLQHG�IURP�WKH�UHJUHVVLRQ�DQDO\VHV�IRU� WKH�VSHFLILF� LQGXVWULHV�VKRZ�WKDW� WKHIRRG�DQG�EHYHUDJHV�LQGXVWU\��7DEOH����FROXPQ���� LV�VHQVLWLYH� WR� ODERU�FRVWV�DQG�WR� WHFKQLFDO�DFWLYLW\�7KH�ILQDO�YDULDEOH��WKH�WHFKQLFDO�DFWLYLW\�RI�WKH�UHJLRQ��DSSHDUHG�SRVLWLYH�DQG�VLJQLILFDQW��OHYHO������LQWKH� UDQGRP� HIIHFWV� PRGHO�� ZKLFK� VKRZV� WKDW� UHJLRQV� ZLWK� PRUH� )',� LQ� WKHLU� IRRG� DQG� EHYHUDJHLQGXVWULHV� �DV�([WUHPDGXUD��$QGDOXFtD��&DQDULDV�DQG�&DVWLOOD�/HyQ� FRLQFLGH�ZLWK� UHJLRQV� WKDW� KDYHH[SHULHQFHG�D�TXLFN�DQG�KLJK�JURZWK�LQ�WKHLU�ILUPV¶�LQWHUQDO�H[SHQGLWXUH�RQ�5	'�DFWLYLWLHV�����������������DQG������UHVSHFWLYHO\�� ZKLOH�WKH�UHJLRQV�WKDW�KDYH�WUDGLWLRQDOO\�EHHQ�LQWHQVLYH�LQ�5	'�DFWLYLWLHV�&DWDOXxD�DQG�0DGULG��RQO\�H[SHULHQFHG�DQ����DQG�����JURZWK�UHVSHFWLYHO\�
7KLV�UHVXOW�VXJJHVWV�WKDW�WKH�IRRG�DQG�EHYHUDJHV�LQGXVWU\�LV�PDLQO\�LQWHUHVWHG�LQ�ORZ�ODERU�FRVWV��EXWWKDW� LW� LV� QRW� LQWHUHVWHG� LQ� ORZHU� ZDJHV� LQ� WKH� IRRG� DQG� EHYHUDJHV� LQGXVWU\�� EHFDXVH� ZKHQ� WKHVSHFLILFDWLRQ� LV� UXQ� ZLWK� WKLV� YDULDEOH� WKH� UHVXOW� LV� QRW� VWDWLVWLFDOO\� VLJQLILFDQW�� 7KLV�� SHUKDSV�� LVXQVXUSULVLQJ�DV�)',� LV�QRW�DWWUDFWHG�E\� ORFDWLRQ�HFRQRPLHV� LQ� WKH�IRRG�DQG�EHYHUDJHV� LQGXVWU\��7KLVLQGXVWU\�LJQRUHV�WKH�UHVW�RI�DJJORPHUDWLRQ�HFRQRPLHV�DQG�PDUNHW�SUR[LPLW\
$V�7DEOH���VKRZV�� WKH�VSHFLILF� LQGXVWU\� WUDLWV�RI� WKH�IRRG�DQG�EHYHUDJH� LQGXVWULHV�DUH�D� ORZ� OHYHO�RIWHFKQRORJ\�� PHGLXP�KLJK� OHYHO� RI� OLQNDJHV�� PHGLXP� OHYHO� RI� VNLOO� LQWHQVLW\� DQG� KLJK� ILQDO� GHPDQGRULHQWDWLRQ�� EXW� RXU� UHVXOWV� VKRZ� WKDW� WKH� PRVW� LPSRUWDQW� LQGXVWU\� WUDLW� LQ� )',� ORFDWLRQ� LV� ODERXULQWHQVLW\��DQG�KHQFH�ODERXU�FRVWV�
7KH�UHVXOWV�IRU�WKH�FKHPLFDO�LQGXVWU\�DUH�VKRZQ�LQ�7DEOH����FROXPQ����8QOLNH�WKH�IRRG�DQG�EHYHUDJHVVHFWRU�� WKH� FKHPLFDO� LQGXVWU\� LV� VHQVLWLYH� WR� DJJORPHUDWLRQ� HFRQRPLHV�� /RFDWLRQ� HFRQRPLHV�PHDVXUHG�E\�DJJORPHUDWLRQ�LQ�FKHPLFDO�LQGXVWULHV��ZDV�SRVLWLYH�DQG�VLJQLILFDQW�ZKHQ�WKH�PRGHO�ZDVUXQ�ZLWK�IL[HG�HIIHFWV ��� $V�)XMLWD��.UXJPDQ�DQG�9HQDEOHV��������FODLP��PDQXIDFWXUHUV�VHHN�WR�ORFDWHQHDU�WKHLU�VXSSOLHUV�DQG�WKHLU�FXVWRPHUV� 0DQXIDFWXULQJ�DFWLYLW\�ZDV�DOVR�SRVLWLYH�DQG�VLJQLILFDQW�LQ�WKHUDQGRP�HIIHFW�PRGHO��7KHVH� WZR�YDULDEOHV�GHPRQVWUDWH� WKH� LPSRUWDQFH� IRU� LQGXVWULDO�)',�RI� IRUZDUGDQG�EDFNZDUG�OLQNDJHV�
8QOLNH�WKH�IRRG�DQG�EHYHUDJHV�VHFWRU��WKH�FKHPLFDO�LQGXVWU\�GRHV�QRW�VHHP�LQWHUHVWHG�LQ�ODERU�FRVWV�FKHPLFDO�ZDJHV��RU�LQGXVWULDO�ZDJHV����8UEDQL]DWLRQ�HFRQRPLHV��PHDVXUHG�E\�SRSXODWLRQ�GHQVLW\��DUHQRW�VLJQLILFDQW�HLWKHU��7DEOH���VKRZV� WKH� LQGXVWU\� WUDLWV� IRU� WKH�FKHPLFDO� LQGXVWU\��ZKLFK� LV�GLYLGHG� LQ
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WZR�VHFWRUV��WKH�FKHPLFDO�DQG�SKDUPDFHXWLFDO�LQGXVWULHV��GUXJV�DQG�PHGLFLQHV���+HUH��WKLV�GLVWLQFWLRQZDV�QRW�SRVVLEOH�EHFDXVH�VHJPHQWHG�GDWD�ZHUH�QRW�DYDLODEOH��7KLV�PHDQV�WKDW� WKH� UHVXOWV�SUREDEO\LQFOXGH�ERWK�WUDLWV��WKH�KLJK�LQWUD�LQGXVWU\�OLQNDJHV�RI�WKH�FKHPLFDO�LQGXVWU\�DQG�WKH�KLJK�LQWHU�LQGXVWU\OLQNDJHV� RI� WKH� SKDUPDFHXWLFDO� LQGXVWU\� GHPRQVWUDWLQJ� WKDW� LQ� FKHPLFDO� )',�� PDQXIDFWXULQJDJJORPHUDWLRQ�DQG�ORFDWLRQ�HFRQRPLHV�DUH�GHFLVLYH�ORFDWLRQ�IDFWRUV�
,Q�WKH�FDVH�RI�WKH�SDSHU�LQGXVWU\��7DEOH����FROXPQ�����WKH�PDQXIDFWXULQJ�DFWLYLW\�YDULDEOH�ZDV�SRVLWLYHDQG� VLJQLILFDQW��ZKLFK� FRQWUDVWV�ZLWK� LWV� LQGXVWU\� WUDLW� �7DEOH� ���� QDPHO\� D� ORZ� OHYHO� RI� LQWHU�LQGXVWU\OLQNDJHV��%\�FRQWUDVW��LQ�SULQWLQJ�DQG�SXEOLVKLQJ��7DEOH����FROXPQ����WKLV�YDULDEOH�VHHPV�WR�DJUHH�ZLWKLWV� LQGXVWU\� WUDLW�� KLJK� LQWUD�LQGXVWU\� OLQNDJHV�� VKRZLQJ� D� SRVLWLYH� DQG� VLJQLILFDQW� YDOXH� IRU� WKH� VDPHLQGXVWU\� DJJORPHUDWLRQ� YDULDEOH�� :LWK� WKH� H[FHSWLRQ� RI� VNLOO� LQWHQVLW\� �KXPDQ� FDSLWDO� SUR[LHG� E\HGXFDWLRQ� LQ�RXU�PRGHO��� WKH�UHPDLQLQJ� LQGXVWU\� WUDLWV�IRU�WKH�WZR�VHFWRUV�DUH�VLPLODU��ORZ�WHFKQRORJ\DQG�ORZ�ILQDO�GHPDQG�ELDV�OHYHO��DQG�WKH\�DUH�DOVR�FRQVLVWHQW�ZLWK�RXU�QRQ�VLJQLILFDQW�UHVXOWV��7KH�FDVHRI�PHWDO�SURGXFWV��7DEOH����FROXPQ����LV�YHU\�VLPLODU�WR�WKHVH�ODVW�WZR�LQGXVWULHV��DV�WKH�LQGXVWU\�WUDLWVDUH� VLPLODU� �ORZ� WHFKQRORJ\� DQG� ORZ� ILQDO� GHPDQG� ELDV� OHYHO�� ZLWK� D� ORZ� OHYHO� VNLOO� LQWHQVLW\�� ,Q� WKLVVHFWRU�� WKH�YDULDEOH�PDQXIDFWXULQJ�DFWLYLW\�ZDV�SRVLWLYH�DQG�VLJQLILFDQW� LQGLFDWLQJ� WKDW�PDQXIDFWXULQJDJJORPHUDWLRQ� LV� D� NH\� ORFDWLRQ� IDFWRU�� 7KXV�� RXU� UHVXOWV� FRQILUP� WKDW� LQ� WKH� FDVH� RI� WKHVH� WKUHHLQGXVWULHV�� ZKHUH� OLQNDJHV� DUH� D� GLVWLQFWLYH� LQGXVWU\� WUDLW�� HLWKHU� PDQXIDFWXULQJ� DJJORPHUDWLRQ� RUORFDWLRQ�HFRQRPLHV�DSSHDU�DV�NH\�ORFDWLRQ�IDFWRUV�
&ROXPQV���DQG���VKRZ�WKH�UHVXOWV�IRU�WKH�WUDQVSRUW�HTXLSPHQW�DQG�HOHFWULFDO�LQGXVWULHV��7KHVH�UHVXOWVFRQWUDVW�ZLWK�WKH�VLWXDWLRQ�LQ�DOO�RWKHU�VHFWRUV��ZKHUH�ZH�HYHQ�IRXQG�PXOWLFROOLQHDULW\��7KH�SDUDPHWHUVWKDW�ZHUH�IRXQG�WR�EH�UHOHYDQW�ZHUH�VLJQLILFDQW�LQ�WKH�UDQGRP�HIIHFW�PRGHO�HVWLPDWLRQ��EXW�LQ�WKH�FDVHRI� WUDQVSRUW�DQG�HOHFWULFDO� LQGXVWULHV�PXOWLFROOLQHDULW\�PHDQV� WKDW� WKH�SDUDPHWHUV�DVVRFLDWHG�ZLWK� WKHYDULDEOHV�WKDW�KDYH�D�GHWHUPLQLQJ� LQIOXHQFH�RQ�)',�DSSHDU�DV�EHLQJ�QRQ�VLJQLILFDQW�� ,W� LV�ZHOO�NQRZQWKDW�WKH�VROXWLRQ�IRU�PXOWLFROOLQHDULW\�LV�QRW�HDV\��$OWHUQDWLYH�HVWLPDWLRQ�PHWKRGV�DUH�ELDVHG�DQG�GLIILFXOWWR� REWDLQ�� )RU� WKLV� UHDVRQ�� WKH� HDVLHVW� ZD\� WR� SURFHHG� LV� WR� HOLPLQDWH� WKH� YDULDEOHV� WKDW� FDXVH� WKHPXOWLFROOLQHDULW\�� ,Q� WKH� FDVHV� RI� WKH� WUDQVSRUW� DQG� HOHFWULF� LQGXVWULHV�� WKLV� PHDQV� HOLPLQDWLQJFRQVXPSWLRQ�DQG�SRSXODWLRQ�GHQVLW\��7KH� UHVXOWV�ZLWKRXW� WKHVH� YDULDEOHV� DUH� SUHVHQWHG� LQ�7DEOHV� �DQG���FROXPQV���DQG���� ,Q�ERWK�FDVHV� WKH�+DXVPDQ�FRQWUDVW� UHFRPPHQGV� WKH� LQWHUSUHWDWLRQ�RI� WKHUDQGRP�HIIHFW�PRGHO�LQ�7DEOH���
7KH�WUDQVSRUW�VHFWRU��7DEOH����FROXPQ���� LV�RQH�RI� WKH� LQGXVWULHV�WKDW�EHVW�DGDSWV�WR�WKH�REMHFWLYH�RIWKLV�SDSHU��+HUH�DJDLQ��ZH�ZHUH�QRW�DEOH�WR�VHSDUDWH�WKH�VHFWRU�LQWR�LWV�WZR�SDUWV��PRWRU�YHKLFOHV�DQGPRWRUF\FOHV��VR�WKH�UHVXOWV�QR�GRXEW�LQFOXGH�ERWK�WUDLWV��7KH�KLJK�OHYHO�RI�LQWUD�LQGXVWU\�OLQNDJHV��7DEOH���LV�UHIOHFWHG�LQ�WKH�SRVLWLYH�VLJQ�DQG�VLJQLILFDQW�YDOXH�RI�WKH�VDPH�LQGXVWU\�DFWLYLW\�YDULDEOH��WKH�KLJK
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OHYHO�RI� LQWHU�LQGXVWU\� OLQNDJHV� LV�UHIOHFWHG� LQ� WKH�SRVLWLYH�VLJQ�DQG�VLJQLILFDQW�YDOXH�RI�PDQXIDFWXULQJGHQVLW\� DQG� LWV� ORZ� OHYHO� RI� VNLOO� LQWHQVLW\� SXOOV� WKH� VHFWRU� WR� UHJLRQV� ZLWK� ORZ� ODERXU� FRVWV�� WKHSDUDPHWHU�IRU�ZKLFK�SDUDPHWHU�LV�QHJDWLYH�DQG�VLJQLILFDQW��7KXV��RXU�UHVXOWV�VKRZ�WKDW�LQ�WKH�WUDQVSRUWHTXLSPHQW�VHFWRU��LWV�LQGXVWU\�WUDLWV�GHWHUPLQH�LWV�)',� ORFDWLRQ�ZKLFK�LV�SULPDULO\�DWWUDFWHG��WR�UHJLRQVZLWK�KLJK�DJJORPHUDWLRQ�HFRQRPLHV�DQG�WR�WKRVH�ZLWK�ORZ�ODERXU�FRVWV�
)LQDOO\��WKH�HOHFWURQLFV�DQG�HOHFWULF� LQGXVWULHV�DSSHDU�LQ�7DEOH����FROXPQV���DQG���UHVSHFWLYHO\��%RWKLQGXVWULHV�KDYH�YHU\�VLPLODU�WUDLWV��,Q�WKH�HOHFWURQLFV�LQGXVWU\�KXPDQ�FDSLWDO��PDQXIDFWXULQJ�DFWLYLW\�DQGVDPH�LQGXVWU\�DFWLYLW\�DUH�SRVLWLYH�DQG�VLJQLILFDQW��7KHVH�UHVXOWV�FRLQFLGH�EURDGO\�ZLWK�LWV�LQGXVWU\�WUDLWV�7DEOH�����KLJK�OHYHO�RI�VNLOO�LQWHQVLW\�DQG�PHGLXP�OHYHO�RI�LQWUD�LQGXVWU\�OLQNDJHV��FRQWUDVWLQJ�ZLWK�D�ORZOHYHO� RI� LQWHU�LQGXVWU\� OLQNDJHV�� 7KH� HOHFWULF� LQGXVWU\� VKRZV� WKDW� LQWUD�LQGXVWU\� OLQNDJHV� DQG� LQWHU�LQGXVWU\� OLQNDJHV� DUH� LPSRUWDQW� LQGXVWU\� WUDLWV� LQ� LWV� )',� ORFDWLRQ� SUHIHUHQFHV�� 7KH� SDUDPHWHUV� IRUPDQXIDFWXULQJ�GHQVLW\�DQG�WKH�VDPH�LQGXVWU\�DFWLYLW\�SUHVHQW�D�SRVLWLYH�VLJQ�DQG�D�VLJQLILFDQW�YDOXH�8QGRXEWHGO\�� LQ� WKH� HOHFWURQLFV� DQG� HOHFWULF� LQGXVWULHV� DJJORPHUDWLRQ� DQG� ORFDWLRQ� HFRQRPLHV� DUHGHFLVLYH� )',� ORFDWLRQ� IDFWRUV�� KRZHYHU�� E\� FRQWUDVW�� WKH� FRQFHQWUDWLRQ� RI� VHUYLFHV�� SUR[LHG� E\SRSXODWLRQ�GHQVLW\��LV�QHJDWLYH�DQG�VLJQLILFDQW�LQ�WKH�HOHFWURQLFV�LQGXVWU\� 7KLV��DV�%DUWLN��������SRLQWVRXW��SUREDEO\�UHIOHFWV�FRQJHVWLRQ�FRVWV�
7KXV�� LQ� WKH� FDVH� RI� )',� LQ�PDQXIDFWXULQJ� DFWLYLWLHV�� FHQWULSHWDO� IRUFHV�� VXFK� DV� WKH�PDQXIDFWXULQJDJJORPHUDWLRQ�DQG�ORFDWLRQ�HFRQRPLHV�DUH�PRUH�LPSRUWDQW�ORFDWLRQDO�GHWHUPLQDQWV�WKDQ�DUH�FHQWULIXJDOIRUFHV��VXFK�DV�ODERU�FRVWV�DQG�FRQJHVWLRQ�FRVWV���
7KH� QDWXUH� DQG� LPSRUWDQFH� RI� )',� ORFDWLRQDO� GHWHUPLQDQWV� YDULHV� ZLWK� WKH� VSHFLILF� QHHGV� RI� HDFKLQGXVWU\��+RZ�ZHOO�GR�WKHVH�UHVXOWV�VXSSRUW�RXU�WKUHH�LQLWLDO�K\SRWKHVHV"
,Q� WKH�FDVH�RI� WKH� ILUVW� K\SRWKHVLV��RXU� UHVXOWV� VKRZ� WKDW� WKH�H[LVWLQJ� OHYHO� RI�PDQXIDFWXULQJ�DFWLYLW\DWWUDFWV�)',�WR�ORFDWLRQV�WKDW�DUH�QHDU�H[LVWLQJ�PDQXIDFWXUHUV�DQG�QHDU�QHZ�SRWHQWLDO�FRQVXPHUV��7KHLQGXVWULHV� DWWUDFWHG� E\� WKHVH� PDQXIDFWXULQJ� DJJORPHUDWLRQ� DQG� ORFDWLRQ� HFRQRPLHV� DUH� WKRVH� ZLWKPHGLXP�WR�KLJK� OHYHOV� RI� LQWUD�LQGXVWU\� DQG�RU� LQWHU�LQGXVWU\� OLQNDJHV�� DQG� LQFOXGH� WKH� FKHPLFDO�WUDQVSRUW��SDSHU��SULQWLQJ�DQG�SXEOLVKLQJ��PHWDO��HOHFWURQLFV�DQG�HOHFWULF�LQGXVWULHV��7KH�RQO\�H[FHSWLRQWR�WKLV�K\SRWKHVLV�LV�WKH�IRRG�DQG�EHYHUDJHV�VHFWRU��ZKLFK�LV�DWWUDFWHG�PRUH�VWURQJO\�E\�ODERXU�FRVWV�
,Q�WKH�VHFRQG�K\SRWKHVLV�ZH�H[SHFW�WKDW�ILUPV�LQ�5	'�LQWHQVLYH�LQGXVWULHV�DUH�DWWUDFWHG�WR�ORFDWLRQV�RIJUHDWHU�WHFKQLFDO�DFWLYLW\�RU��LQ�VRPH�FDVHV��WR�ORFDWLRQV�ZLWK�PDUNHW�RSSRUWXQLWLHV�2XU�ILQGLQJV�IDLO� WRFRQILUP� LWV� YHUDFLW\�� RQ� WKH� FRQWUDU\�� WKH\� UHIXWH� LW�� ,Q� DOO� LQGXVWULHV� WKH�5	'� DFWLYLW\� YDULDEOH� LV� QRWVLJQLILFDQW�� ,Q� WKH�HOHFWURQLFV� LQGXVWU\��KXPDQ�FDSLWDO� �HGXFDWLRQ��ZDV�SRVLWLYH�DQG�VLJQLILFDQW��ZKLFK
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PLJKW� LQGLFDWH� WKDW� WKH�KLJKHU�5	'� LQWHQVLW\�RI� WKH�VHFWRU�YDOXHV� WKH�SUHVHQFH�RI� VNLOOHG� ODERXU��EXWGHVSLWH� WKLV� RXWFRPH� WKH� 5	'� DFWLYLW\� YDULDEOH� ZDV� QRW� VLJQLILFDQW�� 7KHVH� UHVXOWV� VXJJHVW� WKDWNQRZOHGJH�VHHNLQJ�LV�QRW�SUHYDOHQW�DFURVV�LQGXVWULHV� &KXQJ�DQG�$OFiFHU��������UHVXOWV�VXJJHVW�WKDWRQO\�D�VL]HDEOH�PLQRULW\�RI�LQYHVWPHQW�LQWR�WKH�8QLWHG�6WDWHV�LV�VHHNLQJ�WHFKQLFDO�NQRZOHGJH��DQG�WKLVEHKDYLRU� RFFXUV� LQ� NQRZOHGJH�LQWHQVLYH� LQGXVWULHV� �SKDUPDFHXWLFDO�� VHPLFRQGXFWRU� DQG� HOHFWURQLF��ZLWKLQ� WKHVH�KLJK�5	'� LQGXVWULHV��PRVW� ILUPV� WKDW� FRPH� IURP�FRXQWU\�LQGXVWULHV�ZLWK� EHORZ�DYHUDJH5	'�LQWHQVLW\�DUH�DWWUDFWHG�WR�VWDWHV�ZLWK�JUHDWHU�5	'�LQWHQVLWLHV��,W�ZRXOG�EH�LQWHUHVWLQJ�WR�FRPSDUHWKH� 5	'� LQWHQVLW\� RI� IRUHLJQ� ILUPV� RSHUDWLQJ� LQ� 5	'� LQWHQVLYH� LQGXVWULHV� ZLWK� WKHLU� 6SDQLVKFRXQWHUSDUWV��0DUWtQ� ������� VKHGV�D�FHUWDLQ� OLJKW�RQ� WKLV�TXHVWLRQ�E\� SURYLGLQJ�D� FRPSDULVRQ�RI� WKH5	'�H[SHQVHV�RI�ILUPV��GLYLGHG�E\�LWV�DGGHG�YDOXH��LQ�6SDLQ��WKH�(XURSHDQ�8QLRQ�����FRXQWULHV��DQGWKH� 8QLWHG� 6WDWHV� IRU� WKH� SHULRG� ����������� :KHQ� DSSO\LQJ� WKLV� LQGH[� WR� DOO� WKH� VHFWRUV� RI� WKHHFRQRP\��WKH�IROORZLQJ�SHUFHQWDJH�YDOXHV�ZHUH�UHFRUGHG�������IRU�6SDLQ�������IRU�WKH�(8�DQG������IRUWKH�8QLWHG�6WDWHV��LQGLFDWLQJ�WKDW�WKH�5	'�LQWHQVLW\�RI�(XURSHDQ�8QLRQ�ILUPV�LV��RQ�DYHUDJH��PRUH�WKDQWZLFH�WKH�ILJXUH�IRU�6SDQLVK�ILUPV��ZKLOH�WKDW�RI�WKH�86�ILUPV�LV�WKUHH�WLPHV�WKH�5	'�LQWHQVLW\�UHFRUGHGLQ�6SDLQ��7KH�DXWKRU�SRLQWV�RXW� WKDW� WKLV�GLIIHUHQFH� LV�FRQFHQWUDWHG�DERYH�DOO� LQ� WHFKQRORJ\� LQWHQVLYHLQGXVWULHV��LQ�FKHPLFDOV��IRU�H[DPSOH��WKH�DERYH�SHUFHQWDJHV�DUH������IRU�6SDLQ��������IRU�WKH�(8�DQG������ IRU� WKH�8QLWHG�6WDWHV�� LQ� WKH�FDVH�RI� WKH�HOHFWULF� LQGXVWU\� WKH�SHUFHQWDJHV�DUH������ IRU�6SDLQ������� IRU� WKH� (XURSHDQ� 8QLRQ� DQG� ������ IRU� WKH� 8QLWHG� 6WDWHV�� DQG�� ILQDOO\�� LQ� WKH� FDVH� RI� WKHHOHFWURQLFV� LQGXVWU\� WKH�SHUFHQWDJHV�DUH� ����� IRU�6SDLQ�� ������ IRU� WKH�(8�DQG������� IRU� WKH�8QLWHG6WDWHV��7KHVH�UHVXOWV�DUH�SDUWLFXODUO\�VLJQLILFDQW�IRU�WKLV�VWXG\�EHFDXVH�WKH�(XURSHDQ�8QLRQ�FRXQWULHVDFFRXQW�IRU�����DQG�WKH�8QLWHG�6WDWHV�IRU�����RI�)',�GXULQJ�����������SHULRG�
.XHPPHUOH��������XVHV�D�YHU\�VLPLODU�YDULDEOH��WKH�GLIIHUHQFH�LQ�JURVV�H[SHQGLWXUH�RQ�5	'�GLYLGHG�E\JURVV�GRPHVWLF�SURGXFW�EHWZHHQ�WKH�WDUJHW�FRXQWU\�DQG�WKH�)',�VRXUFH�FRXQWU\��WR�SUR[\�WKH�UHODWLYHVWUHQJWK� RI� WKH� WDUJHW� FRXQWU\� VFLHQFH� EDVH�� 7KH� DXWKRU� SURYHV� WKDW� ODERUDWRULHV� RI� ILUPV� LQSKDUPDFHXWLFDO� DQG� HOHFWURQLF� LQGXVWULHV� WKDW� ORRN� IRU� DXJPHQW� LWV� NQRZOHGJH� EDVH� WHQG� WR� FKRRVHFRXQWULHV�ZKHUH�VFLHQFH�EDVH�LV�UHODWLYHO\�ZHOO�GHYHORSHG�
7KHVH� GLIIHUHQFHV� LQ� 5	'� LQWHQVLW\� EHWZHHQ� 6SDQLVK� DQG� IRUHLJQ� ILUPV� ZLWKLQ� WKH� VDPH� LQGXVWU\LQGLFDWH�WKDW�VHHNLQJ�NQRZOHGJH�LV�QRW�DQ�)',�ORFDWLRQ�GHWHUPLQDQW�LQ�WKHVH�LQGXVWULHV�DQG�WKDW�UDWKHUOLQNDJHV�VHHP�WR�KDYH�PRUH�ZHLJKW�DV�D�ORFDWLRQ�SXOO�LQ�WKH�FKHPLFDO�DQG�HOHFWURQLFV�LQGXVWULHV��,Q�WKLVVHQVH�LW�FRXOG�EH�DUJXHG�WKDW�)',�LQ�5	'�LQWHQVLYH�LQGXVWULHV�LV�DWWUDFWHG�WR�UHJLRQV�LQ�RUGHU�WR�H[SORLWWKHLU�ILUP�VSHFLILF�FDSDELOLWLHV�LQ�IRUHLJQ�HQYLURQPHQWV��.XHPPHUOH���������UDWKHU�WKDQ�EHLQJ�DWWUDFWHGE\� WKH� UHJLRQV
� 5	'� DFWLYLWLHV� WKHPVHOYHV�� 6SDQLVK� UHJLRQV� GR� QRW� JHQHUDWH� VXIILFLHQW� NQRZOHGJHH[WHUQDOLWLHV�WR�DWWUDFW�ILUPV�WKDW�QHHG�WR�DXJPHQW�WKHLU�NQRZOHGJH�EDVH��RQ�WKH�FRQWUDU\� WKH\�DWWUDFWILUPV�WKDW�ZDQW�WR�H[SORLW�WKHLU�FDSDELOLWLHV��7KHUHIRUH�UHJLRQV�ZLWK�KLJK�UDWHV�RI�PDQXIDFWXULQJ�DFWLYLW\
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DQG� D� KLJK� FRQFHQWUDWLRQ� RI� WKH� VDPH� LQGXVWU\� DFWLYLW\� DWWUDFW� )',� LQ� WKHLU� FKHPLFDO� DQG� HOHFWURQLFHTXLSPHQW�LQGXVWULHV��EHFDXVH�SURGXFHUV�ZLVK�WR�ORFDWH�QHDU�WKHLU�VXSSOLHUV�DQG�FXVWRPHUV�
7KH� WKLUG� K\SRWKHVLV� UHIHUV� WR� LQGXVWULHV� WKDW� DUH� SDUWLFXODUO\� ODERXU� LQWHQVLYH�� ZLWK� ORZ� OHYHOV� RIGHPDQG�DQG�ORZ�OHYHOV�RI�WHFKQRORJ\��VXFK�DV�IRRG�DQG�EHYHUDJHV��PHWDO��SULQWLQJ�DQG�SXEOLVKLQJ��DQGSDSHU��$PRQJ�WKHVH� LQGXVWULHV��RQO\� LQ� WKH�IRRG�DQG�EHYHUDJHV�VHFWRU�ZDV�)',� ORFDWLRQ�IRXQG�WR�EHDWWUDFWHG�E\�FRVW�IDFWRUV��VXFK�DV�ODERXU�FRVWV��,Q�WKH�RWKHU�WKUHH�LQGXVWULHV��PHWDO��SDSHU��SULQWLQJ�DQGSXEOLVKLQJ���DJJORPHUDWLRQ�YDULDEOHV��PHDVXUHG�E\�PDQXIDFWXULQJ�DFWLYLW\�DQG�WKH�FRQFHQWUDWLRQ�RI�WKHVDPH�LQGXVWU\�DFWLYLW\��ZHUH�PRUH�SRZHUIXO�IDFWRUV�RI�DWWUDFWLRQ�
&21&/8',1*�5(0$5.6
$JJORPHUDWLRQ�IDFWRUV�DUH�QRW�RIWHQ�LQFOXGHG�LQ�VWXGLHV�RI�)',�ORFDWLRQDO�GHWHUPLQDQWV��0RVW�HPSLULFDOVWXGLHV�ZRUNLQJ�ZLWK�GDWD�IURP�WKH�
��V��
��V�DQG�HDUO\�
��V�IRXQG�WKDW�)',�ZDV��DW�WKDW�WLPH��PDLQO\�LQJUHHQILHOG� IRUP��DQG�ZDV� UHVRXUFH�DQG�PDUNHW�RULHQWHG��+RZHYHU��GXULQJ� WKH� ODVW� WZR�GHFDGHV��)',KDV� XQGHUJRQH� VWHDG\� FKDQJHV DQG DV� LW� KDV� EHFRPH�PRUH� DQG� PRUH� RULHQWHG WRZDUGV� VWUDWHJLFDVVHWV�� VXFK� DV� LQWHOOHFWXDO� FDSLWDO�� LWV� ORFDWLRQ� QHHGV� KDYH� DOVR� FKDQJHG�� ,Q� WKH� FDVH� RI� VWUDWHJLFLQYHVWPHQW�� WKH� REMHFWLYH� RI� ZKLFK� LV� WR� PDLQWDLQ� DQG� LQFUHDVH� RZQHUVKLS� DGYDQWDJH�� WKH� H[WHUQDOHFRQRPLHV�JHQHUDWHG�E\�DJJORPHUDWLRQ�IDFWRUV�KDYH�LQFUHDVHG�WKHLU�ZHLJKW�LQ�ORFDWLRQ�GHFLVLRQV��7KHHFRQRPLF� DQG� LQVWLWXWLRQDO� IDFLOLWLHV� RIIHUHG� E\� WKHVH� QHZ� ORFDWLRQV� DUH� DOVR� LPSRUWDQW�� 7KXV�� DV'XQQLQJ� ������� VXJJHVWV�� ZKLOH� JOREDOL]DWLRQ� VHSDUDWHV� RZQHUVKLS� DQG� WKH� ORFDWLRQ� RI� SURGXFWLRQJHRJUDSKLFDOO\��DJJORPHUDWLRQ�IRUFHV�FRQFHQWUDWH�DFWLYLW\�ZLWKLQ�SDUWLFXODU�UHJLRQV�DQG�FRXQWULHV�
7KLV�VWXG\�KDV�VRXJKW�WR�DQDO\VH�WKH�UROH�SOD\HG�E\�LQGXVWU\�WUDLWV�LQ�UHJLRQDO�)',�ORFDWLRQ��'LIIHUHQFHVLQ� WKHVH� WUDLWV�� LQFOXGLQJ� FDSLWDO� LQWHQVLW\�� ODERXU� LQWHQVLW\�� 5	'� LQWHQVLW\�� OLQNDJHV� DQG� PDUNHWRULHQWDWLRQ�� GHWHUPLQH� GLIIHULQJ� SURSHQVLWLHV� WR� DJJORPHUDWH�� 5HJLRQDO� FKDUDFWHULVWLFV�� SDUWLFXODUO\WKRVH�WKDW�JHQHUDWH�DJJORPHUDWLRQ�HFRQRPLHV��DFW�DV�ORFDWLRQ�SXOO�IDFWRUV�LQ�IXQFWLRQ�RI�WKHVH�LQGXVWU\WUDLWV��,Q�JHQHUDO��RXU��K\SRWKHVHV�FRQVLGHU�WKDW��ILUVW��LQGXVWULHV�ZLWK�D�KLJK�OHYHO�RI�OLQNDJHV�ZLOO�YDOXHWKH� H[LVWHQFH� RI� ORFDWLRQ� HFRQRPLHV� DQG� PDQXIDFWXULQJ� DJJORPHUDWLRQ�� VHFRQG�� ILUPV� VHHNLQJ� WRDXJPHQW�WKHLU�NQRZOHGJH�ZLOO�YDOXH�ORFDWLRQV�WKDW�RIIHU�JUHDWHU�WHFKQLFDO�DFWLYLW\��ZKLOH�ILUPV�WKDW�VHHNNQRZOHGJH� LQ� RUGHU� WR� H[SORLW� WKHLU� FDSDELOLWLHV�ZLOO� YDOXH�PDUNHW� RSSRUWXQLWLHV�PRUH� SRVLWLYHO\�� DQG�WKLUG�� LQGXVWULHV� WKDW� DUH� HVSHFLDOO\� ODERXU� LQWHQVLYH�� ZLWK� ORZ� OHYHOV� RI� GHPDQG� DQG� ORZ� OHYHOV� RIWHFKQRORJ\�ZLOO�QRW�EH� LQWHUHVWHG� LQ�DJJORPHUDWLRQ�HFRQRPLHV�RU� WKH�VL]H�RI� WKH� UHJLRQ¶V�NQRZOHGJHEDVH��EXW�UDWKHU�ZLOO�VHHN�ORZ�IDFWRU�FRVWV�
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7KH�PHWKRGRORJ\�XVHG�KHUH�LV�WKDW�VSHFLILFDOO\�GHVLJQHG�IRU�XVH�ZLWK�SDQHO�GDWD��7KH�PRGHO�HVWLPDWHGLV�WKDW�RI�WKH�LQGLYLGXDO�HIIHFW�ZLWK�GDWD�SDQHO�IRU�HDFK�LQGXVWU\��7KH�+DXVPDQ�LQIHUHQFH�UHFRPPHQGVDSSO\LQJ�WKH�UDQGRP�HIIHFW�PRGHO��KRZHYHU��WKH�IL[HG�HIIHFW�PRGHO�ZDV�XVHG�WR�LQ�RUGHU�WR�YHULI\�WKHFRQVLVWHQF\�RI�VRPH�RI�WKH�UHVXOWV�
:KHQ�LPSOHPHQWLQJ�WKH�PRGHO��D�QXPEHU�RI�SUREOHPV�ZHUH�HQFRXQWHUHG�ZLWK�YDULDEOHV�WKDW�DSSURDFKPDUNHW� GHPDQG� DQG� PDQXIDFWXULQJ� DJJORPHUDWLRQ�� 7KHVH� WZR� YDULDEOHV� ZHUH� YHU\� GLIILFXOW� WRGLVHQWDQJOH�DQG�VR�WKHLU�SUR[LHV��*'3�DQG�PDQXIDFWXULQJ�GHQVLW\��ZHUH�KLJKO\�FRUUHODWHG��7R�UHGXFHWKLV�FRUUHODWLRQ��ZH�LQWURGXFHG�SHU�FDSLWD�FRQVXPSWLRQ�LQVWHDG�RI�*'3�WR�SUR[\�PDUNHW�GHPDQG��7KLVHQDEOHG�XV�WR�VHSDUDWH�PDUNHW�VL]H�IURP�DJJORPHUDWLRQ�HFRQRPLHV�
2XU� HPSLULFDO� UHVXOWV� VKRZ� WKDW� LQGXVWULHV� ZLWK� PHGLXP�WR�KLJK� OHYHOV� RI� OLQNDJHV� DUH� DWWUDFWHG� WRORFDWLRQV�ZLWK�D�KLJK�GHJUHH�RI�PDQXIDFWXULQJ�DJJORPHUDWLRQ�DQG�RU�ORFDWLRQ�HFRQRPLHV��%\�FRQWUDVW�ILUPV�LQ�5	'�LQWHQVLYH�LQGXVWULHV�DUH�QRW�DWWUDFWHG�WR�ORFDWLRQV�RI�JUHDWHU�WHFKQLFDO�DFWLYLW\��VXJJHVWLQJWKDW� NQRZOHGJH� VHHNLQJ� LV� QRW� SUHYDOHQW� LQ� WKHVH� LQGXVWULHV��JLYHQ� WKH� UHODWLYHO\� ORZHU� OHYHO� RI�5	'LQWHQVLW\�RI�6SDQLVK�ILUPV��)LUPV�LQ�5	'�LQWHQVLYH�LQGXVWULHV��FKHPLFDOV��HOHFWULFV�DQG�HOHFWURQLFV��DUHDWWUDFWHG� WR� ORFDWLRQV� ZKHUH� PDQXIDFWXULQJ� DJJORPHUDWLRQ� DQG� ORFDWLRQ� HFRQRPLHV� DUH� VLJQLILFDQW�VXJJHVWLQJ�WKDW�ILUPV�VHHN�WR�H[SORLW�WKHLU�VSHFLILF�FDSDELOLWLHV�WKURXJK�)',��$PRQJ�WKH�ODERXU�LQWHQVLYHLQGXVWULHV��ZLWK� ORZ� OHYHOV�RI�GHPDQG�DQG� ORZ� OHYHOV�RI� WHFKQRORJ\��RQO\� LQ� WKH� IRRG�DQG�EHYHUDJHVLQGXVWU\�ZDV�)',�ORFDWLRQ�LQIOXHQFHG�E\�FRVW�IDFWRUV��,Q�WKH�RWKHU� WKUHH� LQGXVWULHV���PHWDO��SDSHU�DQGSULQWLQJ�DQG�SXEOLVKLQJ���DJJORPHUDWLRQ�YDULDEOHV��LQFOXGLQJ�PDQXIDFWXULQJ�DJJORPHUDWLRQ�DQG�ORFDWLRQHFRQRPLHV�� ZHUH� IRXQG� WR� DWWUDFW� )',�� 2YHUDOO�� RXU� UHVXOWV� KLJKOLJKW� WKH� LPSRUWDQFH� RI� LQGXVWULDOKHWHURJHQHLW\�LQ�LQIOXHQFLQJ�)',�VWUDWHJ\�
7KH� ILQGLQJV� UHSRUWHG� KHUH� KDYH� LPSRUWDQW� LPSOLFDWLRQV� IRU� ILUPV�� 7KLV� SDSHU� GHPRQVWUDWHV� WKDWUHJLRQDO� FKDUDFWHULVWLFV� DUH� YDOXHG� GLIIHUHQWO\� DFFRUGLQJ� WR� D� ILUP
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