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6XPPDU\

+RZ�GR�RUGLQDU\�SHRSOH�� HVSHFLDOO\�SRRU�SHRSOH�� DIIHFW� WKH� VRFLDO�SROLFLHV� WKDW� LQ� WXUQ� DIIHFW� WKHLU�ZHOO�

EHLQJ"�:KDW�LV�WKH�UROH�RI�FLWL]HQ�SDUWLFLSDWLRQ�LQ�VRFLDO�SROLF\�IRUPDWLRQ�DQG�LPSOHPHQWDWLRQ�LQ�WKLV�HUD�RI

JOREDOLVDWLRQ"�+RZ�GR�FKDQJLQJ�FRQWH[WV�DQG�FRQGLWLRQV�DIIHFW�WKH�HQWU\�SRLQWV�WKURXJK�ZKLFK�DFWRUV�LQ

FLYLO�VRFLHW\��HVSHFLDOO\�WKH�SRRU�RU�WKRVH�ZRUNLQJ�ZLWK�WKH�SRRU��FDQ�H[HUFLVH�YRLFH�DQG�LQIOXHQFH�LQ�FULWLFDO

DVSHFWV�RI�VRFLDO�FDUH��EH�WKH\� LQ�WKH�DUHDV�RI�KHDOWK��HGXFDWLRQ��ZHOIDUH��VRFLDO� VHFXULW\��SURJUDPPHV�IRU

WKH�GLVDEOHG��ORZ�LQFRPH�KRXVLQJ��RU�RWKHU�VLJQLILFDQW�VRFLDO�SROLF\�DUHQDV"

,Q�WKLV�SDSHU��ZH�WDNH�XS�WKHVH�TXHVWLRQV��:H�H[SORUH�DQ�DSSURDFK�WR�VRFLDO�SROLF\�WKDW�VHHV�FLWL]HQV

QRW�RQO\�DV�XVHUV�RU�FKRRVHUV��EXW�DV�DFWLYH�SDUWLFLSDQWV�ZKR�HQJDJH�LQ�PDNLQJ�DQG�VKDSLQJ�VRFLDO�SROLF\

DQG� VRFLDO� SURYLVLRQLQJ�� ,Q� GRLQJ� VR�� ZH� DUJXH� WKDW� WKH� FRQFHSW� RI� ¶VRFLDO� FLWL]HQVKLS·� WKDW� KDV� RIWHQ

XQGHUSLQQHG�FRQVLGHUDWLRQV�RI�VRFLDO�ZHOIDUH�VKRXOG�EH�H[SDQGHG�WR� LQFOXGH�QRW�RQO\�FRQFHSWV�RI�VRFLDO

ULJKWV�� EXW� DOVR� RI� VRFLDO� UHVSRQVLELOLWLHV� DQG� VRFLDO� DFFRXQWDELOLW\� WKURXJK� GLUHFW� IRUPV� RI� GHPRFUDWLF

JRYHUQDQFH�

5HSRVLWLRQLQJ�SDUWLFLSDWLRQ�LQ�WKH�FRQWH[W�RI�GHEDWHV�RQ�FLWL]HQVKLS�DQG�DJHQF\��ZH�UHYLHZ�VWUDWHJLHV

WKDW�KDYH�EHHQ�XVHG� WR�VWUHQJWKHQ�SDUWLFLSDWLRQ� LQ�VRFLDO�SROLF\� DQG�VRFLDO�SURYLVLRQLQJ��:H� H[DPLQH� LQ

WXUQ�IRXU�DSSURDFKHV�WR�SDUWLFLSDWLRQ��7KHVH�LQFOXGH���D��WKRVH�LQ�ZKLFK�EHQHILFLDULHV�RI�VRFLDO�VHUYLFHV�DUH

FRQVXOWHG�DV�XVHUV�RU�FRQVXPHUV�� �E�� WKRVH� WKDW�KDYH�HPSKDVLVHG�VHOI�SURYLVLRQLQJ�WKURXJK�FLYLO� VRFLHW\�

�F��VRFLDO�DQG�DGYRFDF\�PRYHPHQWV�WKURXJK�ZKLFK�FLWL]HQV�KDYH�DGYRFDWHG�IRU�VRFLDO�SURYLVLRQLQJ�IURP

WKH� VWDWH�� DV� D� VRFLDO� ULJKW�� DQG�� �G�� ODVWO\�� DFFRXQWDELOLW\� DSSURDFKHV�ZKLFK� HPSKDVLVH�QHZ� UHODWLRQVKLSV

EHWZHHQ� VHUYLFH� SURYLGHUV� DQG� FLWL]HQV� WKURXJK� WKHLU� DFWLYH� SDUWLFLSDWLRQ� LQ� SURFHVVHV� RI� GHPRFUDWLF

JRYHUQDQFH�

5HIOHFWLQJ� RQ� WKHVH� DSSURDFKHV�� ZH� VXJJHVW� WKDW� WKH� PRUH� IXQFWLRQDO� FRQFHSWV� RI� SDUWLFLSDWLRQ�

WKURXJK�ZKLFK�EHQHILFLDULHV�SDUWLFLSDWH� DV� XVHUV�RU� FRQVXPHUV�RI�SUH�GHWHUPLQHG�SXEOLF� VHUYLFHV�� DUH�RI

OLPLWHG�XWLOLW\��1RW�RQO\�GR�WKH\�IDLO�WR�LQFOXGH�SHRSOH�LQ�EURDGHU�DVSHFWV�RI�WKH�SROLF\�SURFHVV��EXW�WKH\

DOVR� LJQRUH�WKHLU�FRQWULEXWLRQ� WR� VHOI�SURYLVLRQLQJ�RXWVLGH� IRUPDO�JRYHUQPHQW�DUHQDV��0RVW� LPSRUWDQWO\�

WKH\� IDLO� WR� UHFRJQLVH�RU� UHDOLVH� WKH�SRWHQWLDO� RI�PRUH� DFWLYH� FLWL]HQ� HQJDJHPHQW� LQ�PDNLQJ� DQG�VKDSLQJ

VRFLDO� SROLF\� DQG� ZLWK� LW� RSSRUWXQLWLHV� IRU� HQKDQFHG� VHUYLFH� UHVSRQVLYHQHVV�� WUDQVSDUHQF\� DQG

DFFRXQWDELOLW\�
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&RQWHQWV

6XPPDU\ LLL

/LVW�RI�WDEOHV Y

/LVW�RI�ER[HV Y

$FNQRZOHGJHPHQWV YL

� ,QWURGXFWLRQ �

� &KDQJLQJ�WLPHV��QHZ�FKDOOHQJHV �

� 3DUWLFLSDWLRQ��FLWL]HQVKLS�DQG�VRFLDO�SROLF\ �

��� 3DUWLFLSDWLRQ �

��� &LWL]HQVKLS �

&LWL]HQVKLS�DV�D�VRFLDO�ULJKW �

&LWL]HQVKLS�DV�DJHQF\ �

&LWL]HQVKLS�DV�DFFRXQWDELOLW\�WKURXJK�GHPRFUDWLF�JRYHUQDQFH �

��� 3DUWLFLSDWLRQ�DQG�WKH�SROLF\�SURFHVV �

� 3DUWLFLSDWLRQ�DQG�VRFLDO�SROLF\��D�VXUYH\�RI�VWUDWHJLHV�DQG�DSSURDFKHV �

��� 8VHUV��FKRRVHUV�DQG�FRQVXPHUV�LQ�VRFLDO�SROLF\�LQ�WKH�6RXWK �

8VHU�FRPPLWWHHV �

6RFLDO�,QYHVWPHQW�)XQGV�±�FKRRVHUV�DV�XVHUV" ��

��� µ6HOI�SURYLVLRQLQJ¶�E\�FLYLO�VRFLHW\�±�RXWVLGH�WKH�VWDWH ��

��� 6RFLDO�PRYHPHQWV�DQG�VRFLDO�SROLFLHV�±�FLWL]HQV�GHPDQGLQJ�IURP�WKH�VWDWH ��

��� &LWL]HQVKLS�WKURXJK�DFFRXQWDELOLW\�DQG�GHPRFUDWLF�JRYHUQDQFH ��

� 1HZ�FKDOOHQJHV�DQG�QHZ�GLUHFWLRQV ��

5HIHUHQFHV ��

7DEOHV

7DEOH�� $�VKLIW�LQ�SDUWLFLSDWLRQ �

%R[HV

%R[�� 3DUWQHUVKLSV�IRU�KHDOWK�LPSURYHPHQW ��

%R[�� 'HYHORSLQJ�JUDVVURRWV�VROXWLRQV�DPRQJVW�WKH�XUEDQ�SRRU ��

%R[�� 7KH�LQIOXHQFH�RI�WKH�FRPHGRUHV�PRYHPHQW�RQ�VWDWH�SROLF\�LQ�3HUX ��

%R[�� 7KH�FRQWULEXWLRQ�RI�ROGHU�SHRSOH�WR�GHYHORSPHQW�LQ�6RXWK�$IULFD ��

%R[�� $FFRXQWDELOLW\�WKURXJK�FLWL]HQ�PRQLWRULQJ�DQG�HYDOXDWLRQ ��



YL

$FNQRZOHGJHPHQWV

:H�ZRXOG� OLNH� WR� DFNQRZOHGJH� WKH� UHVHDUFK� DVVLVWDQFH� RI� -R�'RH]HPD� DQG�.DWH�+DPLOWRQ��ZKR�PDGH

LQYDOXDEOH�FRQWULEXWLRQV�WR�WKLV�SDSHU�
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� ,QWURGXFWLRQ

+RZ�GR�RUGLQDU\�SHRSOH�� HVSHFLDOO\�SRRU�SHRSOH�� DIIHFW� WKH� VRFLDO�SROLFLHV� WKDW� LQ� WXUQ� DIIHFW� WKHLU�ZHOO�

EHLQJ"�:KDW�LV�WKH�UROH�RI�FLWL]HQ�SDUWLFLSDWLRQ�LQ�VRFLDO�SROLF\�IRUPDWLRQ�DQG�LPSOHPHQWDWLRQ�LQ�WKLV�HUD�RI

JOREDOLVDWLRQ"�+RZ�GR�FKDQJLQJ�FRQWH[WV�DQG�FRQGLWLRQV�DIIHFW�WKH�HQWU\�SRLQWV�WKURXJK�ZKLFK�DFWRUV�LQ

FLYLO�VRFLHW\��HVSHFLDOO\�WKH�SRRU��FDQ�H[HUFLVH�YRLFH�DQG�LQIOXHQFH�LQ�FULWLFDO�DVSHFWV�RI�VRFLDO�FDUH��EH�WKH\

LQ� WKH� DUHDV� RI� KHDOWK�� HGXFDWLRQ�� ZHOIDUH�� VRFLDO� VHFXULW\�� SURJUDPPHV� IRU� WKH� GLVDEOHG�� ORZ�LQFRPH

KRXVLQJ��RU�RWKHU�VLJQLILFDQW�VRFLDO�SROLF\�DUHQDV"

6WDWH�FHQWUHG� FRQFHSWLRQV� RI� VRFLDO� SROLF\� RIWHQ� YLHZ� FLWL]HQV� DV� UHFLSLHQWV� RI� VWDWH� GHOLYHUHG

SURJUDPPHV��0DUNHW�OHG� YHUVLRQV� IRFXV� RQ� WKH� FOLHQWV� RI� VRFLDO� ZHOIDUH� DV� FRQVXPHUV�� ZKR� SDUWLFLSDWH

WKURXJK�H[HUFLVLQJ�FKRLFH�IURP�D�UDQJH�RI�VHUYLFHV��,Q�WKLV�SDSHU��ZH�DUJXH�IRU�DQ�DSSURDFK�WR�VRFLDO�SROLF\

WKDW� VHHV� FLWL]HQV� QRW� RQO\� DV� XVHUV� RU� FKRRVHUV�� EXW� DV� DFWLYH� SDUWLFLSDQWV� ZKR� HQJDJH� LQ�PDNLQJ� DQG

VKDSLQJ�VRFLDO�SROLF\�DQG�VRFLDO�SURYLVLRQLQJ��7R�GR�VR�UDLVHV�LPSRUWDQW�FRQFHSWXDO�LVVXHV�DERXW�WKH�QDWXUH

RI�SDUWLFLSDWLRQ��FLWL]HQVKLS��DQG�VRFLDO�SROLF\�LWVHOI��:H�VXJJHVW�WKDW�FKDQJLQJ�FRQWH[WV�DQG�FRQGLWLRQV�²

GHPRJUDSKLF� FKDQJH�� DQ� LQFUHDVHG� HPSKDVLV� RQ� GHFHQWUDOLVDWLRQ�� SULYDWLVDWLRQ� RI� SURYLVLRQLQJ�� DQG

JOREDOLVDWLRQ� ²� FKDOOHQJH� WUDGLWLRQDO� DSSURDFKHV� WR� SDUWLFLSDWLRQ� LQ� VRFLDO� SROLF\�� 5HYLHZLQJ� EURDGHU

KLVWRULFDO� VWUDWHJLHV� WKURXJK� ZKLFK� RUGLQDU\� SHRSOH� KDYH� SDUWLFLSDWHG� LQ� DIIHFWLQJ� VRFLDO� SROLFLHV� DQG

SURYLVLRQV��ZH�DUJXH�WKDW�SDUWLFLSDWLRQ�PXVW�EH�UHSRVLWLRQHG�LQ�OLJKW�RI�FXUUHQW�UHDOLWLHV��ZKLFK�RIIHU�QHZ

VSDFHV�DV�ZHOO�DV�QHZ�FRQVWUDLQWV�IRU�FLWL]HQ�HQJDJHPHQW�

� &KDQJLQJ�WLPHV��QHZ�FKDOOHQJHV

*OREDO�VRFLDO�SROLF\��DV�'HDFRQ�HW�DO���������FRQWHQG��IDFHV�D�VHW�RI�XQSUHFHGHQWHG�FKDOOHQJHV��$V�QRUWKHUQ

ZHOIDUH�UHJLPHV�EHFRPH�LQFUHDVLQJO\�HPEDWWOHG��(VSLQJ�$QGHUVRQ�������3LHUVRQ��������VRXWKHUQ�FRXQWULHV

IDFH� QHZ�GLIILFXOWLHV� IRU� VRFLDO� VHFWRU�SURYLVLRQLQJ� LQ� WKH�ZDNH� RI� HFRQRPLF� UHIRUPV�� JOREDOLVDWLRQ� DQG

FKDQJLQJ� GHPRJUDSK\�� ,Q� D� OLWHUDWXUH�PDLQO\� FRQFHUQHG� ZLWK� QRUWKHUQ� DQG� WUDQVLWLRQDO� HFRQRPLHV�� WKH

DEVHQFH�RI�UHIHUHQFH�WR�SRRUHU�FRXQWULHV� LQ�WKH�VRXWK� LV�QRWDEOH��6HWWLQJ� ¶JOREDO�VRFLDO�SROLF\·� LQ�FRQWH[W

UHTXLUHV� WKDW� ZH� PRYH� EH\RQG� GHEDWHV� WKDW� KDYH� FRQYHQWLRQDOO\� IRFXVHG� RQ� YDULRXV� W\SHV� RI� ZHOIDUH

UHJLPHV��WR�WDNH�DFFRXQW�RI�WKH�FRPSOH[LWLHV�RI�ZHOIDUH�SURYLVLRQLQJ�LQ�FRXQWULHV�ZKHUH�WKH�FRQILJXUDWLRQ

RI�VWDWH�DQG�QRQ�VWDWH�DFWRUV��DQG� LQGHHG� WKH�UHVSRQVLYHQHVV�DQG�FDSDFLW\�RI� WKH�VWDWH�WR�GHOLYHU�ZHOIDUH

VHUYLFHV��LV�VWULNLQJO\�GLIIHUHQW�

0LVKUD� REVHUYHV� WKDW� JOREDOLVDWLRQ� ¶LV� GLVVROYLQJ� WKH� QH[XV� EHWZHHQ� WKH� HFRQRPLF� DQG� WKH� VRFLDO·

�������������2Q�WKH�RQH�KDQG��DV�'HDFRQ�HW�DO���������SRLQW�RXW��WKH�UROH�RI�VXSUD�QDWLRQDO�LQVWLWXWLRQV�LQ

VKDSLQJ�VRFLDO�SROLF\�LQ�QDWLRQ�VWDWHV�FDOOV�IRU�DQ�DSSURDFK�WKDW�WUHDWV�WKHVH�LQVWLWXWLRQV�QRW�VLPSO\�DV�WKH

WRROV�RI�SRZHUIXO�VWDWH�LQWHUHVWV��EXW�DV�SROLWLFDO�DFWRUV�LQ�WKHPVHOYHV��2Q�WKH�RWKHU��'HDFRQ�SRLQWV�WR�WKH

UROH�RI�LQWHUQDWLRQDO�FLYLO�VRFLHW\�DQG�WKH�SODFH�WKDW�JOREDO�SROLWLFDO��OHJDO�DQG�VRFLDO�ULJKWV�SOD\�LQ�FUHDWLQJ�D

VRFLDOO\�MXVW�QHZ�ZRUOG�RUGHU��:KLOH�KLV�DQDO\VLV�GRHV�QRW�SUHVFULEH�PXFK�RI�D�UROH�IRU�¶SDUWLFLSDWLRQ·�SHU

VH��WKHUH�DUH�FOHDU�UHVRQDQFHV�ZLWK�UHFHQW�ZRUN�RQ�SDUWLFLSDWLRQ��7DQGRQ�DQG�&RUGHLUR��������6LJQLILFDQW
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IRU�WKLV�DQDO\VLV�LV�WKH�SDUW�WKDW�VWUDWHJLHV�IRU�LQFUHDVLQJ�FLWL]HQ�SDUWLFLSDWLRQ�LQ�VRFLDO�SROLF\�PLJKW�SOD\�LQ

WKLV�EURDGHU�SURMHFW�

'HDFRQ·V� IRFXV� RQ� LQVWLWXWLRQDO� UHIRUP�� SRZHUHG� E\� PHPEHUV� RI� JOREDO� ¶HSLVWHPLF� FRPPXQLWLHV·

�+DDV�������� LV�RQH� WKDW�GHEDWHV� LQ� WKH�SDUWLFLSDWLRQ�ILHOG�KDYH� LQFUHDVLQJO\� IRFXVHG�RQ� �%ODFNEXUQ�ZLWK

+ROODQG�������%ODFNEXUQ�HW�DO���������$Q�HVSHFLDOO\�VLJQLILFDQW�DVSHFW�RI�LQVWLWXWLRQDO�UHIRUP��IRU�WKH�VRFLDO

VHFWRU� DQG� EH\RQG�� KDV� EHHQ� WKH� SUHVFULSWLRQ� RI� QHZ� IRUPV� RI� JRYHUQDQFH� WKURXJK� VHFWRU� UHIRUP

SURJUDPPHV��0LVKUD��������DUJXHV�WKDW�WKH�SROLF\�SUHVFULSWLRQV�RI�LQWHUQDWLRQDO�LQVWLWXWLRQV�¶DPRXQW�WR�WKH

VXSUDQDWLRQDO�VWHHULQJ�RI�VRFLDO�SROLF\� LQ�D�QHR�OLEHUDO�GLUHFWLRQ�«�ZHDNHQ>LQJ@�IXUWKHU�WKH�DXWRQRP\�RI

QDWLRQ� VWDWHV� WR� FKDUW� WKHLU� RZQ� FRXUVH·� ������� ������ <HW�� DV� +LUVW� DQG� 7KRPSVRQ� ������� QRWH�� JOREDO

JRYHUQDQFH� UHIRUP� PD\� VHUYH� WR� UHLQIRUFH� D� UROH� IRU� WKH� QDWLRQ�VWDWH�� 7KLV� LPSOLHV� D� PRUH� G\QDPLF

UHODWLRQVKLS�EHWZHHQ�VWDWHV�DQG�VXSUD�QDWLRQDO�LQVWLWXWLRQV��DV�ZHOO�DV�RSSRUWXQLWLHV�IRU�OLQNDJHV�ZLWK�JOREDO

FLYLO�VRFLHW\�DQG�IRU�LQIOXHQFH�IURP�EHORZ��*DYHQWD�DQG�5RELQVRQ��������(IIHFWLYH�SDUWLFLSDWLRQ�LQ�VRFLDO

SROLF\�� WKHQ��PD\� UHTXLUH� ORRNLQJ�EH\RQG�QDWLRQDO� LQVWLWXWLRQV� WR�HQKDQFLQJ� WKH� FDSDFLWLHV�RI� FLWL]HQV� WR

LQIOXHQFH�VXSUDQDWLRQDO��DV�ZHOO�DV�QDWLRQDO��SROLF\��(GZDUGV�DQG�*DYHQWD�������

7KHVH�FKDQJLQJ�FLUFXPVWDQFHV� UDLVH� LPSRUWDQW�RSSRUWXQLWLHV� DQG� FKDOOHQJHV� IRU�SDUWLFLSDWLRQ��7KH\

UHTXLUH�WKDW�ZH�UH�HYDOXDWH�WKH�FRQFHSWV�RI�FLWL]HQVKLS�DQG�RI�SDUWLFLSDWLRQ�LWVHOI�LQ�VKDSLQJ�VRFLDO�SROLF\�

DQG�ORRN�PRUH�FORVHO\�DW�WKH�SURFHVVHV�WKURXJK�ZKLFK�SROLFLHV�DUH�IRUPXODWHG�DQG�HQDFWHG��,W�LV�WR�WKLV�WKDW

ZH�QRZ�WXUQ�

� 3DUWLFLSDWLRQ��FLWL]HQVKLS�DQG�VRFLDO�SROLF\

��� 3DUWLFLSDWLRQ

7KH�FRQFHSW�RI�SDUWLFLSDWLRQ��RI�FRXUVH��LV�QRW�D�QHZ�RQH�LQ�GHYHORSPHQW��2YHU�WKH�ODVW�WKLUW\�\HDUV�LW�KDV

DFTXLUHG�D�VSHFWUXP�RI�PHDQLQJV�DQG�JLYHQ�ULVH�WR�D�GLYHUVLW\�RI�SUDFWLFHV��VHH�&RUQZDOO��������)RU�PXFK

RI� WKLV� WLPH�� ¶FRPPXQLW\� SDUWLFLSDWLRQ·�� XVXDOO\� LQ� SURMHFWV�� KDV� UHPDLQHG� GLVWLQFW� IURP� SROLWLFDO

SDUWLFLSDWLRQ��FRQYHQWLRQDOO\�WKURXJK�YRWLQJ��SROLWLFDO�SDUWLHV�DQG�OREE\LQJ��,Q�UHFHQW�\HDUV��WKHUH�KDV�EHHQ

D� FRQYHUJHQFH� RI� FRQFHUQ� ZLWK� FLWL]HQ� HQJDJHPHQW� LQ� SROLF\� IRUPDWLRQ� DQG� LPSOHPHQWDWLRQ� DQG� ZLWK

¶JRRG� JRYHUQDQFH·�� EURDGHQLQJ� SROLWLFDO� SDUWLFLSDWLRQ� WR� LQFOXGH� D� VHDUFK� IRU� QHZ�� PRUH� GLUHFW�� ZD\V

WKURXJK�ZKLFK�FLWL]HQV�PD\�LQIOXHQFH�JRYHUQPHQWV�DQG�KROG�WKHP�DFFRXQWDEOH��*DYHQWD�DQG�9DOGHUUDPD

�������%RWK�RI�WKHVH�VKLIWV�FRQWULEXWH�WR�QHZ�GLVFXVVLRQV�RI�SDUWLFLSDWLRQ�DV�FLWL]HQVKLS�DQG�DV�D�VRFLDO��DV

ZHOO�DV�D�SROLWLFDO�ULJKW�
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7DEOH���$�VKLIW�LQ�SDUWLFLSDWLRQ

)URP 7R

%HQHILFLDU\ &LWL]HQ

3URMHFW 3ROLF\

&RQVXOWDWLRQ 'HFLVLRQ�PDNLQJ

$SSUDLVDO ,PSOHPHQWDWLRQ

0LFUR 0DFUR

6RXUFH��*DYHQWD�DQG�9DOGHUUDPD�������

'HEDWHV� DERXW� SDUWLFLSDWLRQ� LQ� VRFLDO� SROLF\�� QRW� OHDVW� LQ� WKH� QRUWK�� KDYH� IROORZHG� D� VLPLODU� WUDMHFWRU\�

$OWKRXJK�VRFLDO�SROLFLHV�KDYH� ORQJ�EHHQ� LQIOXHQFHG�DQG�VKDSHG�E\� VRFLDO�PRYHPHQWV� �VHH�� IRU� H[DPSOH�

6NRFSRO� ������ ������� XVHU� RU� EHQHILFLDU\�SDUWLFLSDWLRQ� GLG� QRW� IHDWXUH� LQ� QRUWKHUQ� VRFLDO� SROLF\� GHEDWHV

XQWLO�WKH�����V�RU�����V��$V�5LFKDUGVRQ�QRWHV�

«� FRQVXPHUV� ZHUH� DVVXPHG� QRW� RQO\� WR� KDYH� OLWWOH� LQWHUHVW� LQ� SROLF\� GHOLEHUDWLRQV� EXW� DOVR� OLWWOH

FDSDFLW\� IRU� FRQWULEXWLQJ� HIIHFWLYHO\� WR� WKH� SURFHVV�� ,W� ZDV� XS� WR� WKH� H[SHUWV� ²� WKH� SURIHVVLRQDOV�

SROLWLFLDQV�DQG�PDQDJHUV�²�WR�HQVXUH�WKDW�FRQVXPHUV·�QHHGV�ZHUH�ZHOO�VHUYHG����������²��

'XULQJ�WKH�ODWH�����V�DQG�WKH�����V��WKHUH�ZDV�D�JURZLQJ�GHPDQG�LQ�PDQ\�SDUWV�RI�WKH�ZRUOG�IRU�FLWL]HQV

WR�EH�LQYROYHG�LQ�GHFLVLRQ�PDNLQJ�SURFHVVHV�ZKLFK�DIIHFWHG�WKHLU�OLYHV��LQFOXGLQJ�LQ�WKH�VRFLDO�SROLF\�DUHQD�

7KH�IRUP�RI�SDUWLFLSDWLRQ�WKDW�HPHUJHG�IRFXVHG�ODUJHO\�RQ�HVWDEOLVKLQJ�FRQVXOWDWLYH�PHFKDQLVPV��RIWHQ�LQ

WKH� IRUP� RI� XVHU� FRPPLWWHHV�� 7KH� VSUHDG� RI� WKLV� QHZ� DSSURDFK� ZDV� UDSLG� DQG� IDU�UHDFKLQJ�� &LWL]HQV

EHFDPH� LQYROYHG� LQ� WKRXVDQGV� RI� FRPPXQLW\� KHDOWK� FRXQFLOV�� SDUHQW� FRPPLWWHHV� LQ� VFKRROV�� WHQDQW

FRXQFLOV��DQG�FRXQWOHVV�RWKHU�EHQHILFLDU\�FRPPLWWHHV��7KURXJK�VWUHQJWKHQHG�SDUWLFLSDWLRQ�RI�WKH�FOLHQWV�RI

VRFLDO�VHUYLFHV�� LW�ZDV�KRSHG��SURYLGHUV�ZRXOG�EH�EHWWHU�DEOH�WR�XQGHUVWDQG�WKHLU�QHHGV�DQG�SHUVSHFWLYHV�

5LFKDUGVRQ�FRPPHQWV�

1RW�RQO\�ZDV�LW�VHHQ�DV�D�NH\�PHDQV�RI�HQVXULQJ�IDLU�SURFHVVHV��DQG�FUHDWLQJ�EHWWHU�GHFLVLRQV��EXW�WKH

DFW�RI�SDUWLFLSDWLQJ�ZRXOG� DOVR�EULQJ� IXOILOPHQW� DQG�XQGHUVWDQGLQJ� WR� WKRVH� LQYROYHG�� 3DUWLFLSDWLRQ

OLNH�PRWKHUKRRG��ZDV�FOHDUO\�$�*RRG�7KLQJ����������²��

7KH�SDUDOOHOV�ZLWK�¶SDUWLFLSDWLRQ�LQ�SURMHFWV·�SDUDGLJP�LQ�GHYHORSPHQW�DUH�VWULNLQJ��DV�ZLWK�WKH�HPSKDVLV�RQ

XVHU�FRPPLWWHHV�WKDW�KDV�EHFRPH�VR�SHUYDVLYH�DQ�DSSURDFK�WR�SDUWLFLSDWLRQ�LQ�WKH�VRXWK�

,QVWLWXWLRQDOLVHG�SDUWLFLSDWLRQ�SURYLGHG�RSSRUWXQLWLHV�IRU�LPSURYHG�DVVHVVPHQW�RI�QHHGV�DQG�VHUYLFH

UHVSRQVLYHQHVV�� ,W� DOVR�SURYLGHG�D�SROLWLFDO� VSDFH� LQ�ZKLFK�XVHUV� FRXOG�GHYHORS� WKHLU�RZQ� LGHQWLWLHV� DQG

YRLFH� �%DUQHV� ������� <HW�� LQFUHDVLQJO\�� HYHQ� WKH� DGYRFDWHV� RI� EHQHILFLDU\� SDUWLFLSDWLRQ� EHJDQ� WR� UDLVH

TXHVWLRQV�DERXW� LWV� OLPLWV��7KH� ODFN�RI�D�FRPPRQ�XQGHUVWDQGLQJ�RU�GHILQLWLRQ�RI�WKH�WHUP�¶SDUWLFLSDWLRQ·

PHDQW�WKDW�D�ZKROH�YDULHW\�RI�SUDFWLFHV�FRXOG�EH�FDUULHG�RXW�DQG� OHJLWLPDWHG�XQGHU� LWV� ODEHO� �5LFKDUGVRQ

�������7KHUH�ZHUH�FRQFHUQV�DERXW�LVVXHV�RI�SRZHU�²�ZKDW�DERXW�WKRVH�ZKR�ODFNHG�WKH�SRZHU�WR�H[SUHVV



�

WKHLU�YLHZV�DQG�SUHIHUHQFHV"�&RXOG�SDUWLFLSDWLRQ�LQ�LWVHOI�VHUYH�WR�UHLQIRUFH�H[FOXVLRQ"�7KHUH�ZDV�D�GDQJHU

WKDW�WKH�EHQHILFLDU\�LQYROYHPHQW�PRGHO�ZRXOG�VLPSO\�EHFRPH�DQ�LQWHUHVW�JURXS�DSSURDFK��LQ�ZKLFK�XVHU

JURXSV�VLPSO\�EHFDPH�VHHQ�DV�¶RQH�DPRQJVW�D�QXPEHU�RI�VHOI�LQWHUHVWHG�VWDNHKROGHUV�OREE\LQJ�D�SOXUDOLVWLF

V\VWHP·��%DUQHV���������²�����0RUHRYHU��WKHUH�ZHUH�TXHVWLRQV�RI�FRQVXOWDWLRQ�IDWLJXH��DQG�RI�WKH�ZD\V�LQ

ZKLFK�VRFLDO�VHUYLFH�PDQDJHUV�XVHG�FRQVXOWDWLRQ�VLPSO\�WR�OHJLWLPDWH�WKHLU�RZQ�HQGV��&URIW�DQG�%HUHVIRUG

������

$W�WKH�VDPH�WLPH��WKH�VSDFHV�FUHDWHG�WKURXJK�XVHU�JURXSV�DOVR�EHFDPH�D�JURXQG�IRU�OHDUQLQJ�DQG�IRU

DUWLFXODWLQJ�EURDGHU�GHPDQGV��$V�%DUQHV�REVHUYHV

,I�WKHUH�ZDV� WRS�GRZQ�HQFRXUDJHPHQW� WR� OLVWHQ� WR�ZKDW�VHUYLFH�XVHUV�ZHUH�VD\LQJ�� WKHUH�ZDV�DOVR�D

JURZLQJ�PRYHPHQW�DPRQJVW�WKRVH�ZKR�ZHUH�GLVVDWLVILHG�QRW�RQO\�ZLWK�WKH�QDWXUH�RI�WKH�VHUYLFHV�WKH\

ZHUH�UHFHLYLQJ��EXW�DOVR�ZLWK�WKHLU�ODFN�RI�FRQWURO�RYHU�WKHP������������

:LWK�JURZLQJ�IUXVWUDWLRQ�RYHU� WKH� OLPLWDWLRQV�RI�WKH� ¶XVHU� LQYROYHPHQW·�FRQFHSW�RI�SDUWLFLSDWLRQ��ZULWHUV

DQG�SUDFWLWLRQHUV�EHJDQ�WR�GLVWLQJXLVK�EHWZHHQ�YLHZLQJ�XVHUV�DV�FRQVXPHUV�DQG�D�IRFXV�RQ�HPSRZHUPHQW

DV�WKH�UHGLVWULEXWLRQ�RI�SRZHU��WR�HQDEOH�SHRSOH�WR�JDLQ�PRUH�FRQWURO�RYHU�WKHLU�OLYHV��&URIW�DQG�%HUHVIRUG

�������'LVWLQFWLRQV�ZHUH�DOVR�PDGH�EHWZHHQ�SDUWLFLSDWLRQ�LQ�LQLWLDWLYHV�VHW�XS�E\�WKH�VWDWH��DQG�WKRVH�VHW�XS

E\� XVHU� JURXSV� WKHPVHOYHV�� RYHU� ZKLFK� WKH\� KDG�PRUH� SRZHU� DQG� FRQWURO� �&URIW� DQG� %HUHVIRUG� �����

%DUQHV�������

$�PRUH�UDGLFDO�YHUVLRQ�RI�SHRSOH·V�SDUWLFLSDWLRQ�LQFUHDVLQJO\�FDPH�WR�EH�VHHQ�DV�D� ¶WKLUG�RSWLRQ�IRU

VRFLDO� SROLF\·� ²� RQH� WKDW�ZRXOG� JR� EH\RQG� WKH�PRUH�SDWHUQDOLVWLF� YHUVLRQV� RI� WKH�ZHOIDUH� VWDWH� DQG� WKH

QDUURZ� FRQVXPHULVW� DSSURDFKHV� WR� XVHU� LQYROYHPHQW� �&URIW� DQG� %HUHVIRUG� ������� *URZLQJ� IURP� WKH

VWUXJJOHV�RI�WKH�GLVDELOLW\�ULJKWV�PRYHPHQW�DQG�RWKHUV��WKLV�DSSURDFK�EHJDQ�WR�WDON�DERXW�SDUWLFLSDWLRQ�QRW

RQO\�LQ�WHUPV�RI�KDYLQJ�D�VD\�DQG�EHLQJ�LQYROYHG�LQ�WKH�GHOLYHU\�RI�H[LVWLQJ�SURJUDPPHV��EXW�DOVR�DERXW

PRUH� DFWLYH� SDUWLFLSDWLRQ� LQ� SURYLVLRQLQJ� DQG� LQ� SROLF\� IRUPXODWLRQ�� 0RUHRYHU�� QR� ORQJHU� ZDV� WKH

RSSRUWXQLW\�WR�H[SUHVV�YRLFH�VHHQ�DV�EHLQJ�DW�WKH�GLVFUHWLRQ�RI�WKH�VRFLDO�VHUYLFH�SURYLGHU�²�UDWKHU�LW�JUHZ

IURP�D�PRUH�IXQGDPHQWDO�FODLP�WR�EDVLF�FLYLO�ULJKWV��ZKLFK�WKH�VWDWH�KDG�WKH�UHVSRQVLELOLW\�WR�VXSSRUW�DQG

HQDEOH�

,QFUHDVLQJO\�� WKHQ�� WKH�FRQFHSW�RI�SDUWLFLSDWLRQ�EHJDQ� WR�PRYH� IURP�RQH�RI�XVHUV�DQG�FKRRVHUV�RI

VHUYLFHV�SURYLGHG�E\�RWKHUV�� WR�RQH� LQ�ZKLFK�SHRSOH�EHFDPH� DFWRUV� DQG� DJHQWV� LQ�EURDGHU�SURFHVVHV�RI

JRYHUQDQFH��$V�%DUQHV�SRLQWV�RXW

2QFH�XVHU� JURXSV� HQJDJH� LQ�GLDORJXH�ZLWK�SURGXFHUV� RI� SXEOLF� VHUYLFHV� WKH\� HQWHU� WKH� WHUULWRU\� RI

SXEOLF� VHUYLFH�GHFLVLRQ�PDNLQJ�� ,W� LV� DW� WKDW�SRLQW� WKDW� WKH� LVVXHV�RI� LGHQWLW\� DQG� JRYHUQDQFH� FRPH

WRJHWKHU�LQ�WKH�WHQVLRQ�DURXQG�WKH�GLVSXWHG�LGHQWLWLHV�RI�¶FRQVXPHU·�RU�¶FLWL]HQ·������������



�

��� &LWL]HQVKLS

7KH�VKLIW�IURP�D�IRFXV�RQ�XVHUV�DV�FRQVXPHUV�WR�D�PRUH�GLUHFW�FRQFHUQ�ZLWK�WKH�ULJKWV�RI�FLWL]HQV�UDLVHV�D

VHULHV� RI� EURDGHU� LVVXHV� DERXW� H[DFWO\� ZKDW� ¶FLWL]HQVKLS·� LPSOLHV��� ,Q� KHU� ZRUN� RQ� ¶8VHUV� DV� &LWL]HQV·�

%DUQHV� GLVWLQJXLVKHV� D� IRUP� RI� ¶FROOHFWLYH� DFWLRQ� EDVHG� LQ� FRPPRQ� H[SHULHQFHV� RI� RSSUHVVLRQ�

GLVDGYDQWDJH�RU�VRFLDO�H[FOXVLRQ·�IURP�¶DQ�DVVHUWLYH�FRQVXPHULVP�ZKLFK�VHHNV�WR�PD[LPLVH�LQGLYLGXDO�VHOI�

LQWHUHVW·�������������6KH�DUJXHV�WKDW�FROOHFWLYH�DFWLRQ�SURYLGHV�D�PHDQV�WKURXJK�ZKLFK�FLWL]HQVKLS�FDQ�EH

DGGUHVVHG� LQ� WKH� VRFLDO� SROLF\� DUHQD� LQ� WKUHH� EURDG� ZD\V� ²� DV� D� VRFLDO� ULJKW�� DV� D� IRUP� RI� DJHQF\� DQG

SUDFWLFH��DQG�DV�D�UHODWLRQVKLS�RI�DFFRXQWDELOLW\�EHWZHHQ�SXEOLF�VHUYLFH�SURYLGHUV�DQG�WKHLU�XVHUV��:H�VKDOO

EULHIO\�EXLOG�XSRQ�WKHVH�LQ�WXUQ�

&LWL]HQVKLS�DV�D�VRFLDO�ULJKW

7KH�ILUVW��DQG�SHUKDSV�PRVW�FRPPRQO\�XQGHUVWRRG�ZD\�LQ�ZKLFK�FLWL]HQVKLS�LV�XVHG�LQ�VRFLDO�SROLF\�LV�LQ

UHODWLRQVKLS�WR�D�EXQGOH�RI�VRFLDO�ULJKWV�RU�HQWLWOHPHQWV��,Q�KLV�IDPRXV�HVVD\�RQ�&LWL]HQVKLS�DQG�6RFLDO�&ODVV�

0DUVKDOO��������DUJXHG�WKDW�WKH�ULJKWV�RI�FLWL]HQVKLS�FRXOG�EH�H[WHQGHG�EH\RQG�WKH�PRUH�WUDGLWLRQDO�FLYLO

DQG�SROLWLFDO�ULJKWV�WR�LQFOXGH�VRFLDO�ULJKWV�WR�ZHOIDUH�DQG�UHVRXUFHV��$V�3ODQW�QRWHV��¶FLWL]HQVKLS�FRQIHUV�D

ULJKW�WR�D�FHQWUDO�VHW�RI�UHVRXUFHV�ZKLFK�FDQ�SURYLGH�HFRQRPLF�VHFXULW\��KHDOWK�DQG�HGXFDWLRQ�²�DQG�WKLV

ULJKW�H[LVWV�LUUHVSHFWLYH�RI�D�SHUVRQ·V�VWDQGLQJ�LQ�WKH�PDUNHW·�������������7KLV�OLEHUDO�FRQFHSWLRQ�RI�ULJKWV

ZDV�XVHG�WR�XQGHUJLUG�WKH�FRQFHSW�RI� WKH�ZHOIDUH�VWDWH��HVWDEOLVKLQJ�D�XQLYHUVDO� VHW�RI�EHQHILWV�WR�ZKLFK

FLWL]HQV�ZHUH�WR�EH�HQWLWOHG�

7KLV� QRWLRQ� RI� FLWL]HQVKLS� KDV� EHHQ� FKDOOHQJHG� RQ� D� QXPEHU� RI� JURXQGV�� LQFOXGLQJ� IDLOXUHV� WR

FRQVLGHU�WKH�UHDOLWLHV�RI�SRZHU�DQG�GLIIHUHQFH�ZKLFK�PDNH�VRPH�PRUH�HTXDO�FLWL]HQV�WKDQ�RWKHUV��VHH��IRU

H[DPSOH��&DUDJDWD�������7D\ORU��������6RPH�RI�WKH�PRVW�FRPSHOOLQJ�FKDOOHQJHV�WR�XQLYHUVDOLVW�GHILQLWLRQV

RI� FLWL]HQVKLS� DQG� VRFLDO� MXVWLFH� KDYH� FRPH� IURP� IHPLQLVW�ZULWHUV� VXFK� DV�<RXQJ� ������� DQG�%HQKDELE

��������&UHDWLQJ�ZKDW� LV� FKDUJHG� WR�EH�D� ¶IDOVH� XQLIRUPLW\·� �(OOLVRQ������� ����� WKH�XQLYHUVDOLVW� QRWLRQ�RI

FLWL]HQVKLS� LV� FULWLFLVHG� IRU� HIIHFWLYHO\� RFFOXGLQJ� GLYHUVLW\� LQ� H[SHULHQFHV�� LGHQWLWLHV� DQG� ZHOIDUH� QHHGV

�:LOOLDPV��������,QGHHG��DV�(OOLVRQ�UHSRUWV��D�JURZLQJ�ERG\�RI�FULWLTXH�FKDUJHV�WKDW� ¶�´XQLYHUVDOLVPµ��IDU

IURP�WUHDWLQJ�WKRVH�ZLWK�WKH�VDPH�QHHGV�LQ�OLNH�IDVKLRQ��LQ�IDFW�IXUWKHU�PDUJLQDOLVHV�WKH�DOUHDG\�PDUJLQDO·

�����������

7KHVH� FULWLTXHV�SRLQW� WR� D� SDUDGR[�� XQLYHUVDOLVP�� E\� LPSRVLQJ� D� SDUWLFXODU� VHW�RI� YDOXHV� XQGHU� WKH

JXLVH��RI�D�FRQFHUQ��IRU�DOO���FDQ�LQ�LWVHOI��H[DFHUEDWH�VRFLDO�H[FOXVLRQ����(OOLVRQ�GUDZV�DWWHQWLRQ��WR�D�IXUWKHU

�����������������������������������������������������
� 7KH�OLWHUDWXUH�RQ�WKH�FRQWHVWHG�FRQFHSW�RI� ¶FLWL]HQVKLS·� LV�YDVW�DQG�ZH�PDNH�QR�DWWHPSW� WR�UHYLHZ� LW�DOO�KHUH�

LQVWHDG�ZH�IRFXV�VSHFLILFDOO\�RQ�LPSOLFDWLRQV�RI�D�PRUH�DFWLYH�DQG�HQJDJHG�IRUP�RI�SDUWLFLSDWLRQ�LQ�WHUPV�RI�LWV
OLQNV�ZLWK�QRWLRQV�RI�FLWL]HQVKLS�

� :H�ZLOO�QRW�JR� LQWR�WKH�H[WHQVLYH�GHEDWH� LQ� WKH�VRFLDO�SROLF\� OLWHUDWXUH�RQ�XQLYHUVDOLVP�DQG�SDUWLFXODULVP��VHH
7D\ORU�*RRE\������� 6SLFNHU� ������ -RQHV� ������7KRPSVRQ� DQG�+RJJHWW� ������ (OOLVRQ� ������� ,W� LV�� KRZHYHU�
LPSRUWDQW�WR�QRWH�WKDW��DV�7KRPSVRQ�DQG�+RJJHWW�SRLQW�RXW��¶WKH�FKRLFH�RI�HLWKHU�XQLYHUVDOLVP�RU�SDUWLFXODULVP
LV� PLVFRQFHLYHG�� $Q\� MXVWLILDEOH� XQLYHUVDOLVP�� RU� HJDOLWDULDQLVP� PXVW� WDNH� SDUWLFXODULW\� DQG� GLIIHUHQFH� LQWR
DFFRXQW�� DQ\� OHJLWLPDWH� SDUWLFXODULVP� RU� SROLWLFV� RI� GLIIHUHQFH� PXVW� HPSOR\� VRPH� XQLYHUVDO� RU� HJDOLWDULDQ
VWDQGDUG·� ������� ����� $QG�� DV�0RXIIH� ������� QRWHV�� SOXUDOLVP� QHHG� QRW�PHDQ� WKH� DEDQGRQPHQW� RI�ZKDW� VKH
WHUPV�¶FRUH�SULQFLSOHV·�RI�OLEHUW\�DQG�HTXDOLW\�



�

SDUDGR[��¶D�FOHDU�DVSHFW�RI�WKH�QHZ��IUDFWXUHG�ZRUOG�RI�VRFLDO�SROLF\�LV�SUHFLVHO\�WKDW�YXOQHUDEOH�RU�PDUJLQDO

JURXSV� ZDQW� ´VRFLDO� LQFOXVLRQµ� ZKLOH� VLPXOWDQHRXVO\� GHPDQGLQJ� VRFLDO� DQG� SROLWLFDO� FKDQJHV� ZKLFK

FKDOOHQJH�WKH�QDWXUH�RI�ZKDW�LW�PHDQV�WR�EH�LQFOXGHG·�������������+H�JRHV�RQ�WR�QRWH

,Q�WKLV�ZD\��WKH�GHVLUH�IRU�LQFOXVLRQ��LQ�WKH�VHQVH�RI�JDLQLQJ�DFFHVV�WR�WKH�VRFLDO�ULJKWV��UHVRXUFH�DQG

RSSRUWXQLWLHV�DYDLODEOH�WR�RWKHUV��IUHTXHQWO\�H[LVWV�FRQWLJXRXVO\�ZLWK�GHPDQGV�IRU�WKH�DOWHUDWLRQ�RI�

LQWHU� DOLD�� WKH� EDVLV� RI� ¶VRFLDO� PHPEHUVKLS·�� WKH� SULQFLSOHV� LQIRUPLQJ� UHVRXUFH� DOORFDWLRQ� DQG� WKH

PHDQV�RI�DFFHVV�WR�UHVRXUFHV�WKHPVHOYHV�����������²���

$GGUHVVLQJ� WKHVH�SDUDGR[HV�� FULWLFV�RI� WKH� OLEHUDO�QRWLRQ�RI�FLWL]HQVKLS� WDNH�XS� WKLV� FRQFHUQ�ZLWK� ¶VRFLDO

PHPEHUVKLS·�DQG�ZLWK�JDLQLQJ�DFFHVV�WR�VRFLDO�ULJKWV��7KH\�SXW�IRUZDUG�D�PRUH�DFWRU�RULHQWHG�YLHZ�WKDW

GUDZV� RQ� D� WUDGLWLRQ� RI� FLWL]HQVKLS� DV� FLYLF� HQJDJHPHQW�� LQ� ZKLFK� FLWL]HQV� DUH� DFWLYHO\� HQJDJHG� LQ

JRYHUQDQFH� DQG� SROLWLFV� IRU� D� EURDGHU� VRFLDO� JRRG�� ,Q� WKLV� YLHZ�� FLWL]HQVKLS� EHFRPHV� DQ� LGHQWLW\� WKDW

H[WHQGV�EH\RQG�WKH�EXQGOH�RI�ULJKWV�GHILQHG�E\�WKH� OLEHUDO�YLHZ��<HW�TXHVWLRQV�DULVH�DERXW�WKH�H[WHQW�WR

ZKLFK�D�YLVLRQ�RI�WKH�VRFLDO�JRRG�LV�VKDUHG��DQG��ZKHUH�LW�LV�QRW��KRZ�PDUJLQDOLVHG�JURXSV�FDQ�DVVHUW�WKHLU

SDUWLFXODU�FRQFHUQV�

&LWL]HQVKLS�DV�DJHQF\

5HSRVLWLRQLQJ� SDUWLFLSDWLRQ� WR� HQFRPSDVV� D� QRWLRQ� RI� FLWL]HQVKLS� WKDW� LV� ERWK� UHVSRQVLYH� WR� WKH

SRVVLELOLWLHV� RI� GHPRFUDWLF� SOXUDOLVP� DQG� UHWDLQV� WKH� SULQFLSOH� RI� HTXLYDOHQFH� RIIHUV� D� ZD\� RXW� RI� WKLV

LPSDVVH���&RQFHSWXDOLVLQJ�SDUWLFLSDWLRQ�LWVHOI�DV�D�ULJKW��/LVWHU�DUJXHV�WKDW�WKH

«�ULJKW�RI�SDUWLFLSDWLRQ�LQ�GHFLVLRQ�PDNLQJ�LQ�VRFLDO��HFRQRPLF��FXOWXUDO�DQG�SROLWLFDO� OLIH�VKRXOG�EH

LQFOXGHG� LQ� WKH� QH[XV� RI� EDVLF� KXPDQ� ULJKW� V«� &LWL]HQVKLS� DV� SDUWLFLSDWLRQ� FDQ� EH� VHHQ� DV

UHSUHVHQWLQJ�DQ�H[SUHVVLRQ�RI�KXPDQ�DJHQF\�LQ�WKH�SROLWLFDO�DUHQD��EURDGO\�GHILQHG��FLWL]HQVKLS�DV�ULJKWV

HQDEOHV�SHRSOH�WR�DFW�DV�DJHQWV���/LVWHU������������RXU�HPSKDVLV�

7KURXJK� DQ� HPSKDVLV� RQ� HQDEOLQJ� SHRSOH� WR� DFW� DV� DJHQWV�� /LVWHU·V� GHILQLWLRQ� RIIHUV� WKH� VFRSH� IRU

DGGUHVVLQJ�²�DQG�UHGUHVVLQJ�²�WKH�LQYROYHPHQW�RI�FLWL]HQV�LQ�GHFLVLRQV�WKDW�DIIHFW�WKHLU�OLYHV��/LQNLQJ�WKLV

ZRUN�WR�WKH�HQJDJHPHQW�RI�XVHU�JURXSV�LQ�WKH�GLVDELOLW\�ULJKWV�ILHOG��%DUQHV�DUJXHV�WKDW�GLUHFW�LQYROYHPHQW

RI�XVHUV�LQ�SURFHVVHV�RI�GHFLVLRQ�PDNLQJ�RYHU�SXEOLF�VHUYLFH�SURYLVLRQ�¶GHPRQVWUDWHV�WKHLU�FDSDELOLW\�WR�EH

DFWLYH� DJHQWV� ´PDNLQJ� DQG� FUHDWLQJµ� WKH� VHUYLFHV� WKH\� UHFHLYH�� UDWKHU� WKDQ� VLPSO\� ´FRQVXPLQJµ� WKHP·

������� ����� 7KURXJK� FUHDWLQJ� WKHLU� RZQ�PRGHOV� DQG� DSSURDFKHV� RI� VHOI�RUJDQLVDWLRQ� DQG� SURYLVLRQLQJ�

XVHUV� DOVR� GHYHORS� WKHLU� RZQ� LGHQWLWLHV� DV� DFWRUV� RQ� WKHLU� RZQ� DIIDLUV�� UDWKHU� WKDQ� DV� PRUH� SDVVLYH

EHQHILFLDULHV�RI�DEVWUDFW�ULJKWV�JUDQWHG�E\�WKH�EURDGHU�VRFLHW\��,Q�WKLV�VHQVH��SDUWLFXODU�JURXSV�DUH�DEOH�WR

�����������������������������������������������������
� :H�XVH�¶HTXLYDOHQFH·�UDWKHU�WKDQ�¶HTXDOLW\·�KHUH�WR�VLJQDO�WKDW�ZKLOH�HTXDOLW\�LPSOLHV�¶EHLQJ�OLNH·�²�WKH�SODWIRUP

RQ�ZKLFK� OLEHUDO� IHPLQLVWV�� IRU� H[DPSOH�� VRXJKW� WKH� ULJKW� WR� EH� WUHDWHG� DV� LI� WKH\� ZHUH�PHQ� ²� ¶HTXLYDOHQFH·
LPSOLHV�EHLQJ�JLYHQ�HTXDO�YDOXH��WKURXJK�UHVSHFWLQJ�GLYHUVLW\��&RUQHOO�������



�

PDNH�VWUDWHJLF�XVH�RI� LGHQWLWLHV�WKDW�WKH\�WKHPVHOYHV�SOD\�D�SDUW� LQ�GHILQLQJ�� LQ�RUGHU�WR�JDLQ�RU� LPSURYH

DFFHVV�WR�WKH�VHUYLFHV�WKH\�QHHG�

&LWL]HQVKLS�DV�DFFRXQWDELOLW\�WKURXJK�GHPRFUDWLF�JRYHUQDQFH

%\�VHHLQJ�WKHPVHOYHV�DV�DFWRUV�UDWKHU�WKDQ�VLPSO\�SDVVLYH�EHQHILFLDULHV��XVHU�JURXSV�PD\�EH�PRUH�DEOH�WR

DVVHUW�WKHLU�FLWL]HQVKLS�LQ�D�WKLUG�VHQVH�WKURXJK�VHHNLQJ�JUHDWHU�DFFRXQWDELOLW\�IURP�VHUYLFH�SURYLGHUV��2QH

IRUP�RI�JUHDWHU�DFFRXQWDELOLW\�LV�WKURXJK�LQFUHDVHG�GLDORJXH�DQG�FRQVXOWDWLRQ��DV�LQ�HDUOLHU�IRUPV�RI�XVHU

LQYROYHPHQW��7KLV� UDLVHV� TXHVWLRQV� DERXW� WKH� H[WHQW� WR�ZKLFK�PDUJLQDOLVHG� JURXSV� DUH� DEOH� WR� DUWLFXODWH

WKHLU�FRQFHUQV�DQG�DERXW�WKH�IRUP�WKDW�GLDORJXH�WDNHV���$FFRXQWDELOLW\�PD\�DOVR��KRZHYHU��LQYROYH�EURDGHU

PHFKDQLVPV� IRU� FLWL]HQV� WR� LGHQWLI\� LQGLFDWRUV� RI� VXFFHVV�� WR� PRQLWRU� DQG� DVVHVV� SHUIRUPDQFH�� DQG� WR

GHPDQG�JUHDWHU�WUDQVSDUHQF\�

7KH� PRYHPHQW� WRZDUGV� JUHDWHU� DFFRXQWDELOLW\� RSHQV� XS� QHZ� ZD\V� LQ� ZKLFK� UHFLSLHQWV� RI� VRFLDO

VHUYLFHV� H[HUFLVH� FLWL]HQVKLS�� WKURXJK� DFWLYH� DQG� GLUHFW� SDUWLFLSDWLRQ� LQ� JRYHUQDQFH�� ,Q� WKLV� VHQVH�

JRYHUQDQFH�KDV�EHHQ�GHVFULEHG�E\�VRPH�DXWKRUV�DV�¶ERWK�D�EURDG�UHIRUP�VWUDWHJ\��DQG�D�SDUWLFXODU�VHW�RI

LQLWLDWLYHV� WR� VWUHQJWKHQ� WKH� LQVWLWXWLRQV� RI� FLYLO� VRFLHW\�ZLWK� WKH� REMHFWLYH� RI�PDNLQJ� JRYHUQPHQW�PRUH

DFFRXQWDEOH�� PRUH� RSHQ� DQG� WUDQVSDUHQW�� DQG� PRUH� GHPRFUDWLF·� �0LQRJXH� ������ ���� 3DUWLFLSDWLRQ�

OHJLWLPDF\�� WUDQVSDUHQF\�� DFFRXQWDELOLW\�� FRPSHWHQFH� DQG� UHVSHFW� IRU� ODZ� DQG� KXPDQ� ULJKWV� DUH� LWV� NH\

HOHPHQWV��(GUDOLQ�������6FKQHLGHU��������$V�ZH�JR�RQ�WR�GLVFXVV��VWUDWHJLHV�IRU�HQKDQFLQJ�WKH�LQFOXVLRQ�RI

RWKHUZLVH�PDUJLQDOLVHG� DFWRUV� DUH� FHQWUDO� WR� SODFLQJ� WKH� SULQFLSOH� RI� HTXLYDOHQFH� DW� WKH� KHDUW� RI� WKHVH

LQLWLDWLYHV�

:KLOH�WKH�FRQFHSW�RI�FLWL]HQVKLS�LQ�VRFLDO�SROLF\�KDV�WKXV�EHHQ�H[WHQGHG�IURP�RQH�RI�VRFLDO�ULJKWV�WR

RQH�RI�SDUWLFLSDWLRQ�WKURXJK�WKH�H[HUFLVH�RI�DJHQF\��DV�ZHOO�DV�WKURXJK�DFWLRQ�WR�KROG�RWKHUV�DFFRXQWDEOH�

LW�DOVR�FRQWLQXHV�WR�EH�D�WURXEOHVRPH�FRQFHSW� LQ�ZD\V�WKDW�FDQQRW�EH� LJQRUHG��2QH� LPSRUWDQW�GDQJHU� LV

WKDW� WKH� ODQJXDJH� RI� FLWL]HQVKLS� FDQ� EHFRPH� DVVRFLDWHG� ZLWK� WKH� ODQJXDJH� RI� QDWLRQDOLVP�� OHDGLQJ� WR

H[FOXVLRQ� RI� QRQ�QDWLRQDOV�� 5HFRQFHSWXDOLVLQJ� FLWL]HQVKLS� DV� D� UHVSRQVLELOLW\� DWWDLQHG� WKURXJK� FROOHFWLYH

DFWLRQ�DQG�GHPRFUDWLF�JRYHUQDQFH��ZLWK�ULJKWV�DFFUXLQJ�IURP�WKLV�HQJDJHPHQW��FKDQJHV�WKH�WHUUDLQ��3ODFLQJ

WKLV�GHEDWH�LQ�JOREDO�FRQWH[W��LQ�ZKLFK�JOREDO�RU�LQWHUQDWLRQDOLVW�IRUPV�RI�FLWL]HQ�DFWLRQ�DUH�DUWLFXODWHG�DV�D

UHVSRQVH� WR� LQFUHDVLQJ� JOREDOLVDWLRQ� SUHVVXUHV� RQ� WKH� VWDWH�� DOVR�PLJKW� OLPLW� WKH�PRUH� QDWLRQDOLVWLF� DQG

SRWHQWLDOO\�UHDFWLRQDU\�DSSHDOV�WR�FLWL]HQVKLS��7D\ORU�������

��� 3DUWLFLSDWLRQ�DQG�WKH�SROLF\�SURFHVV

5HSRVLWLRQLQJ� SDUWLFLSDWLRQ� DQG� FLWL]HQVKLS� DV� ULJKWV� WKDW� DUH� ERXQG� XS� ZLWK� HQKDQFLQJ� WKH� DELOLW\� RI

SHRSOH�WR�DFW�DV�VRFLDO�DJHQWV�UDLVHV�LPSRUWDQW�FKDOOHQJHV�IRU�FLWL]HQ�SDUWLFLSDWLRQ�LQ�PDNLQJ�DQG�VKDSLQJ

WKH��SROLFLHV��WKDW��DIIHFW��WKHLU��OLYHV����$WWHPSWV��WR��EURDGHQ��LQFOXVLRQ��LQ��VRFLDO��SROLF\�PDNLQJ��KDYH

�����������������������������������������������������
� 7KLV�LV�DQ�LVVXH�RYHU�ZKLFK�WKHUH�KDV�EHHQ�FRQVLGHUDEOH�GHEDWH��IURP�+DEHUPDV·��������ZRUN�RQ�¶LGHDO�VSHHFK

VLWXDWLRQV·� LQ�ZKLFK�HYHU\ERG\�ZRXOG�KDYH�D�YRLFH�� WR� WKH�ZRUN�RI� WKRVH� OLNH�/DFODX�DQG�0RXIIH� �������ZKR
DUJXH�WKDW�FRQVHQVXV�FDQ�QHYHU�EH�UHDFKHG�ZLWKRXW�H[FOXVLRQ�



�

FKDUDFWHULVWLFDOO\� LQYROYHG� WKH� XVH� RI� FRQVXOWDWLYH� PHFKDQLVPV� WR� VHHN� JUHDWHU� FLWL]HQ� LQYROYHPHQW� LQ

JHQHUDWLQJ�LQIRUPDWLRQ�WR�IHHG�LQWR�SROLF\�IRUPXODWLRQ��5HFHQW�ZRUN�RQ�WKH�SROLWLFV�RI�WKH�SROLF\�SURFHVV

KDV�FKDOOHQJHG�VRPH�RI�WKH�DVVXPSWLRQV�RQ�ZKLFK�WKHVH�DWWHPSWV�WR�LQIOXHQFH�SROLF\�KDYH�EHHQ�EDVHG�

)LUVW��LW�KDV�EHFRPH�HYLGHQW�WKDW�WKH�OLQHDU�PRGHO�RI�SROLF\�PDNLQJ�LV�GHHSO\�IODZHG��7KH�PDNLQJ�DQG

VKDSLQJ� RI� SROLF\� LV� OHVV� D� VHW� RI� UDWLRQDO� FKRLFHV� WKDQ� D� FRPSOH[�� XQSUHGLFWDEOH� DQG� DERYH� DOO� SROLWLFDO

SURFHVV��$V�*RHW]��������SRLQWV�RXW��ZKDW�SROLF\�PDNHUV�ZDQW�WR�NQRZ�WHQGV�WR�GHWHUPLQH�KRZ�LQIRUPDWLRQ

LV�XVHG��$QG�WKLV�LV�VKDSHG��LQ�WXUQ��QRW�RQO\�E\�WKHLU�SROLWLFDO� LQWHUHVWV�DQG�WKH�SROLF\�QHWZRUNV�WKH\�DUH

SDUW�RI��EXW�E\� WKH� IUDPHV�RI� UHIHUHQFH�ZLWKLQ�ZKLFK� D�SDUWLFXODU� SROLF\� LVVXH� LV� LQWHUSUHWHG� �6KRUH� DQG

:ULJKW�������.HHOH\�DQG�6FRRQHV��������6HFRQGO\��HYHQ�LQ�WKH�H[LVWHQFH�RI�HQDEOLQJ�SROLF\��PXFK�GHSHQGV

RQ�WKRVH�ZKR�DUH�FKDUJHG�ZLWK�LWV�LPSOHPHQWDWLRQ��$V�$VFKHU��������VXJJHVWV��LQLWLDO�FRPPLWPHQW�LV�LWVHOI

QR� JXDUDQWHH� WKDW� SROLFLHV� ZLOO� EH� HIIHFWLYHO\� LPSOHPHQWHG�� WKH� GLVFUHWLRQ� WKDW� LQGLYLGXDO� EXUHDXFUDWV

H[HUFLVH�DQG�WKHLU�FRPPLWPHQW�LV�D�FUXFLDO�IDFWRU�LQ�GHWHUPLQLQJ�ZKHWKHU�SROLF\�FKDQJH�ZLOO�EH�VXFFHVVIXO

�/LSVN\�������7HQGOHU�DQG�)UHHGKHLP�������

7KHVH�LQVLJKWV�KDYH�D�QXPEHU�RI�VLJQLILFDQW�LPSOLFDWLRQV�IRU�FLWL]HQ�HQJDJHPHQW�LQ�WKH�SROLF\�SURFHVV�

&LWL]HQ�OHDUQLQJ�WKURXJK�SDUWLFLSDWRU\�UHVHDUFK�FDQ�ZRUN�WR�DVVHUW�WKH�OHJLWLPDF\�RI�NQRZOHGJH�FODLPV�RI

RUGLQDU\� SHRSOH�� UHGHILQLQJ� ¶H[SHUWLVH·� LQ� WHUPV� WKDW� SURYLGH� JUHDWHU� VSDFH� IRU� WKH� H[SHULHQFHV� RI� WKRVH

ZKRVH� OLYHV�VRFLDO�SROLFLHV�DIIHFW��*DYHQWD��������3DUWLFLSDWRU\�SURFHVVHV�FDQ�SURYLGH�D�PHDQV�E\�ZKLFK

¶SROLF\� VSDFH·� �*ULQGOH� DQG� 7KRPDV� ������ FDQ� EH� OHYHUHG� RSHQHG� IRU� WKH� HPHUJHQFH� RI� DOWHUQDWLYH

LQWHUSUHWDWLRQ�RI�¶QHHGV·��DQG�ZLWK�WKLV��DOWHUQDWLYH�SROLF\�VROXWLRQV��<HW�SURFHVVHV�JHDUHG�DW�VLPSO\�DVNLQJ

SHRSOH�IRU�WKHLU�YLHZV�RQ�VRFLDO�SROLF\�LVVXHV�FDQ�VHUYH�WR�SURGXFH�¶HFKRHV·�RI�GRPLQDQW�GLVFRXUVHV��UDWKHU

WKDQ� DOWHUQDWLYH� IUDPLQJV� RI� SROLF\� LVVXHV�� 7KH� UROH� RI� GHOLEHUDWLYH� DQG� FULWLFDOO\� UHIOHFWLYH� NQRZOHGJH

JHQHUDWLRQ� SURFHVVHV� EHFRPHV� FUXFLDO� LQ� HQDEOLQJ� FLWL]HQV� WR� DQDO\VH� DQG� DUWLFXODWH� WKHLU� RZQ� FRQFHUQV�

ZKLFK�PD\�OLH�EH\RQG�WKH�IUDPHV�RI�UHIHUHQFH�RI�SHUYDVLYH�SROLF\�GLVFRXUVHV�

3HUKDSV�PRUH�VLJQLILFDQWO\��KRZHYHU��D�IRFXV�RQ�DFWRUV�DQG�DJHQF\�LQ�WKH�SROLF\�SURFHVV�SRLQWV�WR�WKH

LPSRUWDQFH�RI�RWKHU�GLPHQVLRQV�RI�SDUWLFLSDWRU\�NQRZOHGJH�JHQHUDWLRQ�SURFHVVHV��EH\RQG�WKH�SURGXFWLRQ

RI� LQIRUPDWLRQ�� 7KURXJK� D�PRUH� GLUHFW� HQJDJHPHQW� ZLWK� DQG� E\� WKRVH� ZKR� IRUPXODWH� DQG� LPSOHPHQW

SROLF\�� FLWL]HQV� DV� DJHQWV� FDQ� HQWHU� DQG� PDNH� XVH� RI� QHZ� SROLF\� VSDFHV� RSHQHG� XS� E\� SDUWLFLSDWRU\

SURFHVVHV��7KH�LQYROYHPHQW�RI�FLWL]HQV�LQ�PRQLWRULQJ�DQG�LQ�RWKHU�PHFKDQLVPV�WR�HQKDQFH�DFFRXQWDELOLW\

EHFRPHV�LQ�LWVHOI�D�PHDQV�WKURXJK�ZKLFK�FLWL]HQV�FDQ�HQJDJH�LQ�WKH�PDNLQJ�DQG�VKDSLQJ�RI�SROLF\�

,Q� WKH� IROORZLQJ� VHFWLRQV��ZH� WDNH� XS� VRPH�RI� WKHVH� LVVXHV� WKURXJK� D� H[SORUDWLRQ� RI� VRPH�RI� WKH

GLYHUVH� IRUPV� SDUWLFLSDWLRQ� KDV� WDNHQ� LQ� VRFLDO� SROLF\� LQ� WKH� VRXWK��:H� LGHQWLI\� FRQWH[WV� LQ� ZKLFK� WKH

IUDPLQJ�RI�FLWL]HQV�DV�XVHUV��FKRRVHUV�DQG�DV�DFWLYH�DJHQWV�LQ�WKH�VHWWLQJ�RI�SULRULWLHV�DQG�SXUVXLW�RI�SROLF\

KDV�OHG�WR�GLVWLQFWLYHO\�GLIIHUHQW�DSSURDFKHV�WR�VRFLDO�SROLF\��,Q�GRLQJ�VR��ZH�SRLQW�WR�VRPH�GLUHFWLRQV�WKDW

IXWXUH�ZRUN�LQ�WKLV�DUHD�PLJKW�WDNH�



�

� 3DUWLFLSDWLRQ�DQG�VRFLDO�SROLF\��D�VXUYH\�RI�VWUDWHJLHV�DQG�DSSURDFKHV

0XFK�RI� WKH�SUHYLRXV�VHFWLRQ�GUDZV�IURP� OLWHUDWXUH� DQG�FRQFHSWXDO�GHEDWHV� IRXQG� LQ� WKH�QRUWK�� ,Q� WKLV

VHFWLRQ��ZH�VKDOO�PRYH�WR�D�EULHI�UHYLHZ�RI�HPSLULFDO�H[DPSOHV�WKDW� LOOXVWUDWH�WKH�UDQJH�RI�VWUDWHJLHV� WKDW

KDYH� EHHQ� XVHG� WR� VWUHQJWKHQ� SDUWLFLSDWLRQ� LQ� VRFLDO� SROLF\� DQG� VRFLDO� SURYLVLRQLQJ�� ZLWK� SDUWLFXODU

HPSKDVLV�RQ�H[SHULHQFHV�LQ�WKH�VRXWK��)ROORZLQJ�WKH�IUDPHZRUN�VHW�RXW�DERYH�ZH�VKDOO�EULHIO\�H[DPLQH�WKH

¶XVHU� DQG� FKRRVHU·� DSSURDFK� WR� SDUWLFLSDWLRQ�� VXJJHVWLQJ� WKDW� WKH� DSSURDFK� IRXQG� LQ� WKH� QRUWK� KDV� LWV

SDUDOOHOV� LQ� WKH� VRXWK�� ZLWK� VLPLODU� VWUHQJWKV� DQG�ZHDNQHVVHV�� 7KHQ�� ZH� VKDOO� WXUQ� WR� IRFXV� RQ� YDULRXV

IRUPV�RI�FROOHFWLYH�DFWLRQ��DQG�H[DPLQH�WKH�H[WHQW�WR�ZKLFK�WKH�WKUHH�W\SHV�RI�FLWL]HQVKLS�RXWOLQHG�DERYH

KDYH�UHOHYDQFH�IRU�WKH�VRXWKHUQ�FRQWH[W��,Q�VR�GRLQJ��ZH�VKDOO�H[DPLQH�

• 8VHU�DSSURDFKHV�WR�SDUWLFLSDWLRQ�LQ�VRFLDO�SROLF\�²� LQ�ZKLFK�EHQHILFLDULHV�RI�VRFLDO� VHUYLFHV�H[HUFLVH

DUH�HQJDJHG�LQ�FRQVXOWDWLYH�SURFHVVHV��RU�DUH�HPSRZHUHG�DV�¶FRQVXPHUV·�RI�VRFLDO�VHUYLFHV�IURP�WKH

PDUNHWSODFH�

• 6HOI�SURYLVLRQLQJ� DSSURDFKHV� ²� ZKLFK� KDYH� HPSKDVLVHG� GHOLYHU\� RI� VRFLDO� VHUYLFHV� WKURXJK� FLYLO

VRFLHW\��EH�LW�WKURXJK�1*2V�RU�PRUH�LQIRUPDO�PHFKDQLVPV�RI�VHOI�RUJDQLVDWLRQ�

• 6RFLDO� DQG� DGYRFDF\�PRYHPHQWV� ²� WKURXJK�ZKLFK� FLWL]HQV� KDYH� DGYRFDWHG� IRU� VRFLDO� SURYLVLRQLQJ

IURP�WKH�VWDWH��DV�D�VRFLDO�ULJKW�

• $FFRXQWDELOLW\�DSSURDFKHV�²�ZKLFK�HPSKDVLVH�QHZ�IRUPV�RI�DFFRXQWDELOLW\�EHWZHHQ�VHUYLFH�SURYLGHUV

DQG�FLWL]HQV�WKURXJK�WKHLU�DFWLYH�SDUWLFLSDWLRQ�LQ�SURFHVVHV�RI�GHPRFUDWLF�JRYHUQDQFH�

��� 8VHUV��FKRRVHUV�DQG�FRQVXPHUV�LQ�VRFLDO�SROLF\�LQ�WKH�6RXWK

3UREDEO\�WKH�GRPLQDQW�DSSURDFK�WR�SDUWLFLSDWLRQ�LQ�VRFLDO�SROLF\�SURYLVLRQLQJ�LQ�WKH�VRXWK�KDV�SDUDOOHOHG

WKH� XVHU� JURXSV� PRYHPHQW� LQ� WKH� QRUWK�� $V� KDV� EHFRPH� HYLGHQW�� UHVLGXDO� ZHOIDUH� SURYLVLRQ� KDV

LQFUHDVLQJO\�VKLIWHG� LQWR� WKH�QRQ�VWDWXWRU\�DUHQD��ZLWK� WKH�GH�IDFWR�SULYDWLVDWLRQ�RI� WKH� VRFLDO� VHFWRU� DQG

WKH�LQFUHDVLQJ�HQJDJHPHQW�RI�1*2�DQG�&62V�LQ�SURYLVLRQLQJ��7KLV�QRW�RQO\�LPSOLHV�D�GLIIHUHQW�UROH�IRU

WKH� VWDWH�� EXW� DOVR� DQ� LQFUHDVLQJ� HPSKDVLV� RQ� PHFKDQLVPV� IRU� HQVXULQJ� DFFRXQWDELOLW\�� HIILFLHQF\� DQG

HTXLW\�

7KH� GHYHORSPHQW� ODQGVFDSH� LV� OLWWHUHG� ZLWK� FRPPLWWHHV� IRUPHG� LQ� WKH� ZDNH� RI� WKHVH� FKDQJHV�

PDQGDWHG�DV�¶XVHU�JURXSV·�WR�WDNH�RQ�VRPH�RI�WKH�IXQFWLRQV�RI�SURYLVLRQLQJ��UHJXODWLRQ�DQG�PDQDJHPHQW

WKDW�SUHYLRXVO\�UHVLGHG�ZLWK�WKH�VWDWH��,Q�VRPH�FRQWH[WV��WKHVH�KDYH�VHUYHG�DV�PHFKDQLVPV�IRU�FRQVXOWDWLRQ

ZLWK�VXSSRVHG�EHQHILFLDULHV�DERXW�LPSOHPHQWDWLRQ�RI�SUH�GHWHUPLQHG�SURMHFWV�RU�JRYHUQPHQW�SURJUDPPHV

²�WKURXJK�YLOODJH�HGXFDWLRQ�FRPPLWWHHV�� FOLQLF� FRPPLWWHHV��ZHOIDUH�JURXSV�� DQG� WKH� OLNH�� ,Q�RWKHU�FDVHV�

WKHVH�DSSURDFKHV�KDYH�DWWHPSWHG�WR�HPSRZHU�XVHUV�DV�¶FRQVXPHUV·�RI�VRFLDO�SROLFLHV�

8VHU�FRPPLWWHHV

7KH� FRQWH[W� IRU� WKHVH� FKDQJHV� KDV� EHHQ� D� QHR�OLEHUDO� SHUVSHFWLYH� RQ� SDUWLFLSDWLRQ� WKDW� FKDOOHQJHV� WKH

SDUDGLJP�RI�VWDWH�SURYLVLRQ�LQ�ZKLFK��LW�LV�DUJXHG��¶XVHUV�KDYH�QR�UHDO�FKRLFH��DOO�WKH\�FDQ�GR�LV�DFFHSW�WKH



��

VHUYLFH�RIIHUHG�RU�QRW·��)UDQFR������������7KH�QHR�OLEHUDO�SDUDGLJP�HPSKDVLVHV�XVHU�SDUWLFLSDWLRQ��QRW�RQO\

LQ�SURMHFW�GHVLJQ�EXW�DOVR�LQ�EHDULQJ�WKH�FRVWV�IRU�VHUYLFH�GHOLYHU\��$V�DQ�DWWHPSW�WR�UHYLWDOLVH�DLOLQJ�SULPDU\

KHDOWK�FDUH�VHUYLFH�SURYLVLRQ��DQG�VHW�ILUPO\�ZLWKLQ�WKH�QHR�OLEHUDO�SDUDGLJP��WKH�%DPDNR�,QLWLDWLYH�VHUYHV

DV� DQ� H[DPSOH�RI� WKH� NLQG�RI� UKHWRULF� WKDW�KDV� DFFRPSDQLHG� WKHVH� VKLIWV� LQ� SROLF\��.QLSSHQEHUJ� HW� DO�·V

DFFRXQW�RI�WKH�SULQFLSOHV�RQ�ZKLFK�WKH�%DPDNR�,QLWLDWLYH�ZDV�IRXQGHG�LV�ZRUWK�FLWLQJ�LQ�IXOO�

&RPPXQLW\�FRQWURO��LQYROYHV�RQ�WKH�RQH�KDQG�FRPPXQLW\�UHVSRQVLELOLW\�IRU�WKH�PDQDJHPHQW�RI�ORFDO

KHDOWK� VHUYLFHV��2Q� WKH� RWKHU� KDQG� IXQGV� JHQHUDWHG� E\� FRPPXQLW\� ILQDQFLQJ� GR�QRW� UHYHUW� WR� WKH

FHQWUDO� WUHDVXU\�RU�KHDOWK�PLQLVWU\�EXW�UHPDLQ� LQ�WKH�FRPPXQLW\�DQG�DUH�FRQWUROOHG�E\� LW� WKURXJK�D

ORFDOO\�HOHFWHG�KHDOWK�FRPPLWWHH��7KH�LQYROYHPHQW�RI�FRPPXQLWLHV�LV�D�IXQGDPHQWDO�IHDWXUH�LQ�WKDW�LW

FKDQJHV�WKH�EDODQFH�RI�SRZHU�EHWZHHQ�VHUYLFH�SURYLGHUV�DQG�XVHUV�DQG�EULQJV�DERXW�D�¶QHZ·�IRUP�RI

JRYHUQDQFH�RI�SXEOLF�KHDOWK�V\VWHPV��)URP�PHUH�UHFLSLHQWV�RI�KHDOWK�FDUH��FRQVXPHUV�EHFRPH�DFWLYH

SDUWQHUV� ZKRVH� YRLFHV� FRXQW�� %H\RQG� LPSURYLQJ� HIILFLHQF\� WKURXJK� LQFUHDVHG� WUDQVSDUHQF\� DQG

UHGXFHG�OHDNDJH�� WKH�FRPPXQLW\·V� IXOO�SDUWQHUVKLS� LQ� WKH�GHFLVLRQ�PDNLQJ�SURFHVV�DQG� WKH�IDFW� WKDW

WKH� SRRU� EHFRPH� EHWWHU� RUJDQLVHG� DQG� PRUH� YRFDO� LQ� GHPDQGLQJ� KHDOWK� VHUYLFHV�� LPSURYHV

HIIHFWLYHQHVV�DQG�ILQDQFLDO�YLDELOLW\��WKURXJK�LQFUHDVHG�PRWLYDWLRQ�WR�FRQWULEXWH����������6���

,Q� SUDFWLFH�� WKH� %DPDNR� ,QLWLDWLYH� LQYROYHV� SXWWLQJ�PHFKDQLVPV� RI� FRVW�UHFRYHU\� DQG� FRVW�VKDULQJ� LQWR

SODFH�LQ�RUGHU�WR�SDUFHO�RXW�D�VKDUH�RI�UHFXUUHQW�FRVWV�WR�FRPPXQLWLHV��)LQDQFLQJ�PHFKDQLVPV�LQFOXGH�XVHU

IHHV�� SUHSD\PHQW� VFKHPHV� DQG� GLUHFW� FRQWULEXWLRQV�� LQ� FDVK� RU� ODERXU�� :KLOH� LQ� SULQFLSOH� H[HPSWLRQ

VFKHPHV� SURYLGH� VXSSRUW� IRU� WKH� SRRUHVW�� LQ� SUDFWLFH� WKHVH� DUH� QRWRULRXVO\� GLIILFXOW� WR� LPSOHPHQW� DQG

RIWHQ� IDLO� WR� RIIHU� DQ� HIIHFWLYH� VDIHW\� QHW� �1RODQ� DQG� 7XUEDW� ������� ,W� LV� HYLGHQW� WKDW� PHFKDQLVPV� IRU

HQVXULQJ�WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\��DV�ZHOO�DV�IRU�HIIHFWLYH�FR�PDQDJHPHQW��DUH�FRQVLGHUDEO\�PRUH

FRPSOH[�WKDQ�KDV�SHUKDSV�EHHQ�HQYLVDJHG��5HGG\�DQG�9DQGHUPRRUWHOH��������7KH�PHUH�HVWDEOLVKPHQW�RI

VWUXFWXUHV� OLNH� FRPPLWWHHV� HIIHFWLYHO\� IDLOV� WR� DGGUHVV� LPEDODQFHV� LQ� SRZHU� EHWZHHQ� SURYLGHUV� DQG� WKH

VXSSRVHGO\�HPSRZHUHG�XVHUV�RI�VHUYLFHV��7KLV�FDQ�VHUYH�WR�NHHS�PDOSUDFWLFH�DQG�ILQDQFLDO�PLVPDQDJHPHQW

XQFKDOOHQJHG��UHQGHULQJ�FRPPLWWHHV�SRZHUOHVV�LQ�WKH�IDFH�RI�YHVWHG�LQWHUHVWV�

4XHVWLRQV� DOVR� DULVH� DERXW� WKH� VWDWXV� RI� XVHU� FRPPLWWHHV� YLV� D� YLV� WKH� FRPPXQLW\� DW� ODUJH�� DQG

HVSHFLDOO\�WKH�SRRUHVW��7KHUH�LV��RI�FRXUVH��QR�UHDVRQ�WR�DVVXPH�WKDW�WKRVH�ZKR�JDLQ�SODFHV�RQ�D�FRPPLWWHH

ZLOO� EH� DQ\�PRUH� WUDQVSDUHQW� DQG� DFFRXQWDEOH� WKDQ� KHDOWK� VHUYLFH� SHUVRQQHO�� ,VVXHV� RI� GLIIHUHQFH� SRVH

SDUWLFXODU�FKDOOHQJHV��DV�WKH�¶P\WK�RI�FRPPXQLW\·��*XLMW�DQG�6KDK�������PHHWV�WKH�P\WK�RI�VLQJXODU��IL[HG

LGHQWLWLHV��0RXIIH�������&RUQZDOO��������:KLOH�WKHUH�LV�XVXDOO\�QRWLRQDO�UHSUHVHQWDWLRQ�RI�ZRPHQ�RQ�WKHVH

FRPPLWWHHV��IRU�H[DPSOH��WR�UHDG�RII�IURP�WKLV�WKDW�¶ZRPHQ·V�KHDOWK�LVVXHV·�DUH�DGHTXDWHO\�UHSUHVHQWHG�²

RU�LQGHHG�WKDW�WKRVH�ZRPHQ�ZKR�ILQG�WKHPVHOYHV�RQ�FRPPLWWHHV�DFW�LQ�WKH�LQWHUHVWV�RI�ZRPHQ�LQ�JHQHUDO

²�EHJV�D�QXPEHU�RI�TXHVWLRQV��VHH�3KLOOLSV�������

:KDW� LV�SHUKDSV�RI�PRVW�VLJQLILFDQFH�KHUH� LV� WKDW� WKH� UHPLW�RI� WKHVH� FRPPLWWHHV� JHQHUDOO\� UHPDLQV

FRQILQHG�WR�HQVXULQJ�WKH�HIILFLHQF\�RI�GHOLYHU\�UDWKHU�WKDQ�WR�JLYH�FLWL]HQV�PRUH�RI�D�YRLFH�LQ�GHWHUPLQLQJ

WKH�NLQGV�RI�VHUYLFHV�WKH\�ZDQW�RU�QHHG��,Q�WKLV�VHQVH��LQLWLDWLYHV�OLNH�%DPDNR�JHQHUDOO\�WDNH�D�SURIRXQGO\
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LQVWUXPHQWDOLVW�DSSURDFK�WR�SDUWLFLSDWLRQ��7KLV��SHUKDSV��DFFRXQWV�IRU�VRPH�RI�WKH�FHQWUDO�ZHDNQHVVHV�RI

WKH�¶XVHU�JURXS·�DSSURDFK��%\�GHQ\LQJ�SHRSOH�WKH�DJHQF\�WR�PDNH�FKRLFHV�RXWVLGH�WKH�IUDPH�RI�UHIHUHQFH

DIIRUGHG� E\� WKHLU� UROH� LQ� WKHVH� SURJUDPPHV� DQG� E\� RYHUORRNLQJ� WKH� FRPSOH[LW\� RI� UHODWLRQV� RI� SRZHU

EHWZHHQ� VHUYLFH� SURYLGHUV� DQG� FRPPXQLW\�PHPEHUV�� DQG�ZLWKLQ� FRPPXQLWLHV� WKHPVHOYHV�� WKH\� RSHUDWH

ZLWK�D�YHU\�OLPLWHG�FRQFHSWLRQ�RI�¶SDUWLFLSDWLRQ·�

%R[���3DUWQHUVKLSV�IRU�KHDOWK�LPSURYHPHQW

�0XVHPEL�DQG�.LODOR������

:RUOG�1HLJKERXUV�EHJDQ�ZRUN�LQ�0DNXHQL�'LVWULFW��.HQ\D��LQ������WKURXJK�DQ�DGXOW�HGXFDWLRQ�FODVV��7KH

FODVV� GUHZ� DWWHQWLRQ� WR� WKH� QHHG� IRU� WUDLQLQJ� LQ� PLGZLIHU\� VNLOOV� IRU� WUDGLWLRQDO� SUDFWLWLRQHUV�� EXW� WKHQ

ORRNHG� EH\RQG� WKLV� WR� WKH� EDUULHUV� WR� DFFHVV� WR� KHDOWK� VHUYLFHV� IDFHG� E\� SUHJQDQW� ZRPHQ�� 7RJHWKHU�

PLGZLYHV� DQG� WKH� DGXOW� HGXFDWLRQ� JURXS� DQDO\VHG� WKHVH� SUREOHPV� DQG� FDPH� XS� ZLWK� D� QHHG� IRU� D

PDWHUQLW\�ZDUG��DV�SDUW�RI� WKH� ORFDO�JRYHUQPHQW�KHDOWK�IDFLOLW\��$IWHU�GLVFXVVLRQ�ZLWK� WKH� FRPPXQLW\��D

GHFLVLRQ�ZDV�WDNHQ�WR�H[WHQG�WKH�JRYHUQPHQW�GLVSHQVDU\�WR�LQFOXGH�RWKHU�VHUYLFHV��7KH�LQLWLDO�JURXS�GUHZ

LQ�RWKHU�FRPPXQLW\�PHPEHUV�WR�DQDO\VH�H[LVWLQJ�KHDOWK�VHUYLFHV�DQG�LGHQWLI\�DUHDV�IRU�DFWLRQ�

%H\RQG�D�GHPDQG�IRU�FHUWDLQ�NLQGV�RI�VHUYLFHV��DQ�LVVXH�WKDW�DURVH�ZDV�D�ODFN�RI�YRLFH�LQ�GHFLVLRQ�

PDNLQJ� RQ� PDQDJHPHQW� DQG� TXDOLW\� RI� FDUH� LVVXHV�� 7KHLU� DFWLRQ� SODQ� LQFOXGHG� D� KHDOWK� PDQDJHPHQW

FRPPLWWHH� OLQNHG� ZLWK� WKH� GLVSHQVDU\�� GHYHORSLQJ� OLQNV� ZLWK� WKH� 0LQLVWU\� RI� +HDOWK� DW� GLVWULFW� OHYHO�

VWUHQJWKHQLQJ�OLQNV�ZLWK�:RUOG�1HLJKERXUV�IRU�WHFKQLFDO�DQG�PDWHULDO�DVVLVWDQFH��DQG�UHVRXUFH�PRELOLVDWLRQ

WR�LPSURYH�KHDOWK�VHUYLFHV��)UHH�VHUYLFHV�ZHUH�WR�EH�SURYLGHG�WR�WKH�YXOQHUDEOH��LGHQWLILHG�WKURXJK�YLOODJH

LQVWLWXWLRQV�ZKHUH�ZHOO�EHLQJ�UDQNLQJ�KDG�EHHQ�FDUULHG�RXW��6HUYLFHV�ZHUH�SXW� LQ�SODFH�IURP�����±����

DQG�QRZ� LQFOXGH� FRPPXQLW\�EDVHG�JURZWK�PRQLWRULQJ��&RPPXQLW\�%DVHG�'LVWULEXWRUV��KHDOWK�HGXFDWLRQ

DQG�VDQLWDWLRQ��,QVLJKWV�IURP�WKLV�H[SHULHQFH�LQFOXGH�

• WKH�LPSRUWDQFH�RI�FRPPXQLWLHV�EHLQJ�DZDUH�RI�WKHLU�ULJKWV�DQG�UHVSRQVLELOLWLHV�DQG�KDYLQJ�DFFHVV�WR

LQIRUPDWLRQ�WKDW�VHWV�VWDQGDUGV�LQ�WHUPV�RI�ZKDW�SHRSOH�FDQ�H[SHFW�IURP�KHDOWK�SURYLGHUV�

• WKH� YDOXH� RI� ZRUNLQJ� ZLWK� FRPPXQLWLHV� WR� DQDO\VH� WKH� FXUUHQW� VLWXDWLRQ� DQG� GHYHORS� SRWHQWLDO

PHDVXUHV�WR�DGGUHVV�LW��LQ�WKLV�FDVH�WKURXJK�WKH�XVH�RI�SDUWLFLSDWRU\�PHWKRGV�

• WKDW� FRPPXQLW\� FDQ� LQIOXHQFH� VHUYLFHV� WKDW� WKH\� SHUFHLYH� WKHPVHOYHV� WR� KDYH� D� VWDNH� LQ�� SULYDWH

KHDOWK�VHUYLFHV�LQ�ZKLFK�WKH\�DUH�VLPSO\�FRQVXPHUV�KDYH�QRW�EHHQ�LQIOXHQFHG�

• WKH�FKDOOHQJHV�RI�KROGLQJ�WHFKQLFDO�KHDOWK�VWDII�DFFRXQWDEOH�DW�WKH�FRPPXQLW\�OHYHO�ZKHUH�WKH�ULJKW

WR�KLUH�DQG�ILUH�UHPDLQV�VXEMHFW�WR�FHQWUDOLVHG�FRQWURO�

• WKH� LPSRUWDQFH� RI� HQJDJLQJ� WKH� ORFDO�PDQDJHPHQW� FRPPLWWHH�PRUH� DFWLYHO\� LQ�PRQLWRULQJ� KHDOWK

VHUYLFH�GHOLYHU\��EH\RQG�VLPSO\�SURYLGLQJ�WKH�SK\VLFDO�LQIUDVWUXFWXUH�

6WUDWHJLHV� UDWKHU� WKDQ� VWUXFWXUHV� DORQH� DUH� UHTXLUHG� WR� HQDEOH� FRPPXQLW\� PHPEHUV� WR� EHFRPH� ¶DFWLYH

SDUWQHUV� ZKRVH� YRLFHV� FRXQW·� �.QLSSHQEHUJ� HW� DO�� ������ 6����� 7KHVH� LQFOXGH� WDNLQJ� DFFRXQW� RI� WKH

FRPSOH[LWLHV� RI� SDUWQHUVKLSV� �*LEERQ� ������ DQG� SURFHVVHV� RI� FRPPXQLW\�EXLOGLQJ� DQG� HPSRZHUPHQW

WKDW�� LI� JLYHQ� VXIILFLHQW� WLPH� DQG� LQYHVWPHQW�� FDQ� EHDU� IUXLW� �VHH�� IRU� H[DPSOH��1DNDUPL� ������+RZDUG�

*UDEPDQ� ������� (VVHQWLDOO\�� WKH\� LQYROYH� D� VKLIW� LQ� WKLQNLQJ� IURP� VHHLQJ� SHRSOH� VLPSO\� DV� ¶XVHUV·� WR� D

EURDGHU�UHFRJQLWLRQ�RI� WKHLU� ULJKWV� DQG� DJHQF\�²� LQFOXGLQJ� ULJKWV� WR� LQIRUPDWLRQ� DQG� WR� LQYROYHPHQW� LQ
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GHFLVLRQ�PDNLQJ� RYHU� LVVXHV�ZLWK� LPSOLFDWLRQV� IRU� UHVRXUFHV��%H\RQG� D� VLPSO\� FRVPHWLF�� DQG� WRNHQLVWLF�

UROH� IRU�XVHUV� LQ�SHULSKHUDO�GHFLVLRQV�� UHFRJQLVLQJ�FLWL]HQV�DV� DJHQWV� UHTXLUHV� IDU�UHDFKLQJ�FKDQJHV� LQ� WKH

ZD\V� LQ� ZKLFK� ¶FRPPXQLW\� SDUWLFLSDWLRQ·� LV� FXUUHQWO\� HQYLVDJHG� LQ� ZKDW� DPRXQW� WR� FRVW�VKDULQJ

SURJUDPPHV��7KH�H[DPSOH�IURP�.HQ\D��VHH�%R[����LOOXVWUDWHV�VRPH�RI�WKH�LVVXHV�DW�VWDNH�

6RFLDO�,QYHVWPHQW�)XQGV�±�FKRRVHUV�DV�XVHUV"

%XLOW� RQ� VLPLODU� QHR�OLEHUDO� SULQFLSOHV�� 6RFLDO� ,QYHVWPHQW� )XQGV� DSSHDU� WR� H[WHQG� WKH� GHILQLWLRQ� RI

SDUWLFLSDWLRQ�EH\RQG�FRQVXOWDWLRQ�DQG�FRVW�VKDULQJ��WR�HQDEOH�FRPPXQLWLHV�WR�H[HUFLVH�PRUH�FRQWURO�RYHU

WKH�VKDSH�VHUYLFH�SURYLVLRQ� WDNHV��DV�FKRRVHUV���2SHQLQJ�XS�SURYLVLRQ�EH\RQG�WKH� VWDWH��6,)V�SURYLGH�D

YHKLFOH� IRU� FKDQQHOOLQJ� UHVRXUFHV� WR� D� UDQJH� RI� SURYLGHUV� ²� RI�ZKLFK� JRYHUQPHQW� EHFRPHV� VLPSO\� RQH

DPRQJ�RWKHUV�²�WR�PHHW�¶FRPPXQLW\�QHHGV·��,Q�SULQFLSOH��6,)V�RSHQ�VSDFH�IRU�FLWL]HQ�HQJDJHPHQW��&OHDUO\�

KRZHYHU��PXFK�GHSHQGV�RQ�KRZ�FLWL]HQV� WDNH�XS� WKH�RSSRUWXQLWLHV� WKDW� 6,)V�PDNH� DYDLODEOH�²� DQG� WKH

FRQGLWLRQV�XQGHU�ZKLFK�WKH�SRRUHU�DQG�PRUH�PDUJLQDOLVHG�DUH�DEOH�WR�SDUWLFLSDWH�

,W�LV�KHUH�WKDW�VRPH�RI�WKH�SUREOHPV�WKDW�KDYH�EHVHW�WKH� ¶XVHUV�DV�FKRRVHUV·�DSSURDFK�HPHUJH�PRVW

FOHDUO\�� 'HVSLWH� SURIXVH� SDUWLFLSDWRU\� UKHWRULF�� LQ� SUDFWLFH� LW� DSSHDUV� WKDW� 6,)V� UDUHO\� RYHUFRPH� WKH

VLJQLILFDQW�EDUULHUV�WR�WKH�SDUWLFLSDWLRQ�RI�OHVV�YRFDO�DQG�SRZHUIXO�PHPEHUV�RI�FRPPXQLWLHV��6LUL�QRWHV�WKDW

¶SURMHFWV�WHQG�WR�EH�IRUPXODWHG�E\�WKRVH�ZKR�KDYH�H[SHULHQFH�LQ�WKLV�DUHD��DQG�WKHVH�RIWHQ�WXUQ�RXW�WR�EH

WKH�QRW�VR�SRRU·� ������������ ,Q�PDNLQJ�GHPDQGV�RQ�D�GHPDQG�GULYHQ�VWUXFWXUH�� VWUDWHJLHV�DUH�QHHGHG�WR

VXSSRUW�WKRVH�ZKR�PLJKW�EH�OHDVW�ZHOO�HTXLSSHG�WR�JHQHUDWH�SURSRVDOV��<HW�WKHVH�DUH�RIWHQ�ODFNLQJ��$EERWW

DQG�&RYH\�FLWH�D�VWXG\�RI�WKH�*XDWHPDODQ�6,)��ZKLFK�IRXQG�WKDW�

6,)�SURFHGXUHV�SURYLGH�QR�PHFKDQLVPV�IRU�FRPPXQLWLHV�WR�GHFLGH�MRLQWO\�RQ�ZKLFK�SURMHFW�LV�PRVW

LPSRUWDQW� WR� WKHP��5DWKHU� WKDQ� HQFRXUDJH� ORFDO� RUJDQLVLQJ� DQG� SULRULW\� VHWWLQJ�� WKH� VRFLDO� IXQG� LV

SHUFHLYHG�WR�SHQDOLVH�VXFK�WHQGHQFLHV���3DUULVK�LQ�$EERWW�DQG�&RYH\����������

7KHUH�DUH��KRZHYHU��VRPH�VLJQV�WKDW�VWDNHKROGHU�SDUWLFLSDWLRQ�LQ�6,)�GHVLJQ�LV�EHLQJ�H[WHQGHG�DW�WKH�PDFUR

OHYHO��SURYLGLQJ�VRPH�VSDFHV�IRU�JUHDWHU�FLYLF�DQG�1*2�LQYROYHPHQW��5XWKUDXII�������0DOHQD��������,Q

%ROLYLD��IRU�H[DPSOH��*UDKDP�SRLQWV�WR�WKH�¶SROLWLFDO�DV�ZHOO�DV�HFRQRPLF�UDPLILFDWLRQV·�RI�GHPRQVWUDWLQJ

¶WKH�EHQHILWV�RI� LQGHSHQGHQW� ORFDO�SDUWLFLSDWLRQ�LQ�VWDWH�DFWLYLWLHV��QDUURZLQJ�DQ�DJH�ROG�GLYLVLRQ�EHWZHHQ

VRFLHW\�DQG�WKH�VWDWH·������������

8VHU�FRPPLWWHHV� DQG�6,)V�SUHVHQW�XV�ZLWK�DQ�DSSDUHQW�SDUDGR[��RQ� WKH�RQH�KDQG��SDUWLFLSDWLRQ� LV

RIWHQ� UHJDUGHG�DV�SXUHO\� IXQFWLRQDO��RQ� WKH�RWKHU�KDQG�� WKH\�RSHQ�XS�VSDFH� IRU�FLWL]HQV� WR�SOD\� D�PRUH

DFWLYH��UROH�LQ��LQFUHDVLQJ�GRZQVWUHDP��DFFRXQWDELOLW\���7KLV�SDUDGR[��LQGLFDWHV�WKH��FRPSOH[LW\�RI��LVVXHV�DW

�����������������������������������������������������
� ,QLWLDWHG� LQ� UHVSRQVH� WR� WKH�HIIHFWV�RI� VWUXFWXUDO� DGMXVWPHQW�RQ� WKH�SRRUHVW�� 6,)V� HPHUJHG� LQ� WKH�PLG�����V�

7KHLU� VWDWHG� DLPV� LQFOXGH� WKH� UDSLG� SURYLVLRQ� RI� EDVLF� VRFLDO� VHUYLFHV� DQG� WKH� VWUHQJWKHQLQJ� RI� GHFHQWUDOLVHG
GHOLYHU\� V\VWHPV� WKURXJK� WKH� VXSSRUW� RI� JRYHUQPHQWDO� RUJDQLVDWLRQV� DQG� 1*2V� WKDW� DUH� UHVSRQVLYH� WR
FRPPXQLW\�QHHGV��&DUYDOKR�������
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VWDNH��7KHVH�IRUPV�RI�FRPPXQLW\�SDUWLFLSDWLRQ�FDQ�EH�VHHQ�DV�DQ�DUHQD�LQ�ZKLFK�GLIIHUHQW�LQWHUSUHWDWLRQV

RI�SDUWLFLSDWLRQ��FLWL]HQVKLS��VRFLDO�SROLF\�DQG�D�KRVW�RI�UHODWHG�FRQFHSWV�FRPH�WR�EH�FRQWHVWHG�

��� µ6HOI�SURYLVLRQLQJ¶�E\�FLYLO�VRFLHW\�±�RXWVLGH�WKH�VWDWH

:KLOH� WKH� ¶XVHUV� DQG� FKRRVHUV·� DSSURDFK�RXWOLQHG� DERYH� IRFXVHV�RQ� VSDFHV� IRU� XVHU� LQYROYHPHQW�PDGH

DYDLODEOH� E\� WKH� VWDWH�� RIWHQ� WKURXJK� WKH� LQIOXHQFH� RI� VXSUDQDWLRQDO� LQVWLWXWLRQV�� SURYLVLRQLQJ� E\

LQVWLWXWLRQV�RXWVLGH�WKH�UHPLW�RI�WKH�VWDWH�KDV�FRPH�WR�SOD\�D�YLWDO�UROH�LQ�VRFLDO�VHFWRU� LQ�PDQ\�VRXWKHUQ

FRXQWULHV��:LWK�VWUXFWXUDO�DGMXVWPHQW�DQG�WKH�UROO�EDFN�RI�WKH�VWDWH��QRQ�VWDWXWRU\�DQG�SULYDWH�SURYLGHUV�RI

VRFLDO� VHFWRU� VHUYLFHV�KDYH�EXUJHRQHG�RYHU� WKH� ODVW� WZR�GHFDGHV��ZLWK� LPSRUWDQW� LPSOLFDWLRQV� IRU� VRFLDO

SROLF\��*URZLQJ�UHFRJQLWLRQ�RI�WKH�LQVWLWXWLRQDO�LPSRUWDQFH�RI�FLYLO�VRFLHW\�RUJDQLVDWLRQV��DQG�WKHLU�YDOXH

LQ�SURFHVVHV�RI�JRYHUQDQFH��KDV�OHG�WR�D�YLHZ�WKDW�¶HOHPHQWV�RI�FLYLO�VRFLHW\�²�FRPPRQO\�XQGHUVWRRG�DV�WKH

UHDOP�EHWZHHQ�VWDWH�DQG�LQGLYLGXDO�²�FDQ�DQG�VKRXOG�IXQFWLRQ�DV�NH\�HOHPHQWV�LQ�VRFLDO�SURYLVLRQ�ZLWKLQ�D

ZLGHU� FRQWH[W� RI� ´ZHOIDUH� SOXUDOLVPµ� ZKLFK� DOVR� LQYROYHV� VWDWH� DQG� PDUNHW� SURYLVLRQ·� �5RELQVRQ� DQG

:KLWH����������

*XLGHG�E\�DVVXPSWLRQV�DERXW�WKHLU�FRPSDUDWLYH�DGYDQWDJH�LQ�VHUYLFH�GHOLYHU\�RYHU�JRYHUQPHQW��WKHUH

KDYH�EHHQ�KLJK�H[SHFWDWLRQV�RI�WKH�UROH�WKDW�FLYLO� VRFLHW\�RUJDQLVDWLRQV�FDQ�SOD\��6R�PXFK�HPSKDVLV�KDV

EHHQ�SXW�RQ�WKLV�UROH�� LQ�IDFW�� WKDW�VRPH�REVHUYHUV�VXFK�DV�$ODQ�)RZOHU��������FRQWHQG�WKDW�1*2V�DUH

EHLQJ�WUDQVIRUPHG�LQWR

¶ODGOHV� IRU� WKH� JOREDO� VRXS� NLWFKHQ·�� HLWKHU� VXEVWLWXWLQJ� IRU�� RU� FRPSOHPHQWLQJ� 7KLUG� :RUOG

JRYHUQPHQWV� LQ� SURYLGLQJ� ZHOIDUH� VHUYLFHV� WR� WKH� HYHU�LQFUHDVLQJ� QXPEHU� RI� SRRU� DQG

GLVHQIUDQFKLVHG�SHRSOH���FLWHG�LQ�5XWKHUIRUG���������

5RELQVRQ�DQG�:KLWH��IRU�H[DPSOH��VXJJHVW�WKDW�DQ�HQKDQFHG�UROH�IRU�1*2V�LQ�VHUYLFH�SURYLVLRQLQJ�KDV

RIWHQ�EHHQ� MXVWLILHG�RQ� WKH�JURXQGV� WKDW� WKH\�DUH�SHUFHLYHG� WR�EH� ¶PRUH�SDUWLFLSDWRU\�� OHVV�EXUHDXFUDWLF�

PRUH�IOH[LEOH��PRUH�FRVW�HIIHFWLYH��ZLWK�DQ�DELOLW\�WR�UHDFK�SRRU�DQG�GLVDGYDQWDJHG�SHRSOH·������������<HW

WKHVH� DVVXPSWLRQV� DUH� LQFUHDVLQJO\� FRPLQJ� XQGHU� TXHVWLRQ� �VHH�� IRU� H[DPSOH�� 5XWKHUIRUG� ������� $V� D

GLYHUVH�VHW�RI�DFWRUV��WKH�LPSDFW�RI�1*2V�GHSHQGV�DV�PXFK�RQ�WKH�VRFLR�SROLWLFDO�FRQWH[W�DQG�UHODWLRQV

ZLWK� RWKHU� DFWRUV�� DV� RQ� WKHLU� RUJDQLVDWLRQDO� FKDUDFWHULVWLFV�� 7KLV� KDV� LPSOLFDWLRQV� QRW� RQO\� IRU

DFFRXQWDELOLW\��EXW�DOVR�IRU�YLDELOLW\�DQG�HTXLW\�LQ�VHUYLFH�GHOLYHU\�

,URQLFDOO\��PXFK�RI�WKH�GLVFXVVLRQ�RI�WKH�UROH�RI�1*2V�LQ�VRFLDO�SROLF\�PD\�KDYH�RYHUVKDGRZHG�WKH

LPSRUWDQFH�RI�RWKHU�PRUH�LQIRUPDO�DQG�LQGLJHQRXV�IRUPV�RI�FLYLO�VRFLHW\�WKDW�PD\�EH�HVSHFLDOO\�LPSRUWDQW

WR�PDUJLQDOLVHG�JURXSV��,Q�PDQ\�SDUWV�RI�WKH�ZRUOG�� LQIRUPDO�SRSXODU�DQG�FRPPXQLW\�DVVRFLDWLRQV��VHOI�

KHOS� JURXSV� DQG� QHWZRUNV� DUH� DFWLYHO\� LQYROYHG� LQ� EULGJLQJ� WKH� VHUYLFH� SURYLVLRQ� JDS�� 7KHVH� LQFOXGH

UHOLJLRXV�ERGLHV��WUDGLWLRQDO�KHDOHUV��PLGZLYHV��SDUHQWV·�JURXSV��VTXDWWHUV�JURXSV��DQG�ZHOIDUH�DVVRFLDWLRQV�

7KH� IDLOXUH� WR� FRQVLGHU� WKHP� LQ� GLVFXVVLRQV� RI� VRFLDO� SROLF\� FRQWULEXWHV� WR� DQG� UHLQIRUFHV� WKHLU

PDUJLQDOL]DWLRQ� �5XWKHUIRUG� ������� ,QGHHG�� VRPH� VXJJHVW� WKDW� WKH� JURZWK� RI�1*2V� LQ� WKH� SROLF\� DQG

GHOLYHU\� SURFHVV� PD\� LQ� IDFW� KDYH� KDG� D� QHJDWLYH� LPSDFW� RQ� WKH� VWUHQJWK� RI� ORFDO� DVVRFLDWLRQV
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�$UHOODQR�/RSH]�DQG�3HUH]�������FLWHG�LQ�5XWKHUIRUG��������2QH�H[DPSOH�RI�WKH�VLJQLILFDQFH�RI�VFDOLQJ�XS

SROLF\�PRGHOV�IURP�WKH�JUDVVURRWV�LV�WKDW�RI�63$5&��DQ�DVVRFLDWLRQ�RI�VOXP�GZHOOHUV�LQ�%RPED\�DVVRFLDWHG

DV�ZHOO�ZLWK�WKH�1DWLRQDO�6OXP�'ZHOOHUV�)HGHUDWLRQ��6HH�%R[����

%R[���'HYHORSLQJ�JUDVVURRWV�VROXWLRQV�DPRQJVW�WKH�XUEDQ�SRRU

�0LWOLQ�	�3DWHO������

63$5&¶V�ZRUN�EHJDQ�ZLWK�WKH�LQWHQWLRQ�RI�DVVLVWLQJ�WKH�PRVW�YXOQHUDEOH�LQ�VRFLHW\��OHDGLQJ�WKHP�WR�VHOHFW

%RPED\¶V�SDYHPHQW�GZHOOHUV�DV� WKHLU�NH\� IRFXV��3DYHPHQW�GZHOOHUV�ZHUH�SURIRXQGO\�PDUJLQDOLVHG�� DQG

WKHLU�OLYHOLKRRGV�DQG�OLIHVW\OHV�FRQVWDQWO\�XQGHU�WKUHDW�IURP�PXQLFLSDO�DXWKRULWLHV�ZKLFK�VRXJKW�WR�UHPRYH

WKHP�IURP�WKH�FLW\��63$5&¶V�ILUVW�SURJUDPPH�ZDV�WR�JLYH�ZRPHQ�LQ�SDUWLFXODU�WKH�RSSRUWXQLW\�WR�GLVFXVV

WKHLU� VWRULHV� DQG� JUDGXDOO\� FRQVLGHU� KRZ� WKH\� FRXOG� HQG� WKHLU� VRFLDO� LVRODWLRQ�� 7KH� YDULRXV� VROXWLRQV�

LQFOXGLQJ�DFFHVVLQJ�EDVLF�HQWLWOHPHQWV�VXFK�DV�VXEVLGLVHG�UDWLRQV��VDYLQJV�DQG�FUHGLW�VFKHPHV��DQG� ODWHU

RQ�H[FKDQJH�DQG�OHDUQLQJ�YLVLWV�DQG�KRXVH�FRQVWUXFWLRQ��DOO�HPHUJHG�IURP�WKH�ORJLF�DQG�SULRULWLHV�RI�WKH

SDYHPHQW�GZHOOHUV�WKHPVHOYHV��2YHU�WLPH��WKH�VDYLQJV�DQG�FUHGLW�VFKHPHV�OHG�WR�WKH�IRXQGDWLRQ�RI�0DKLOD

0LODQ��DQ�RUJDQLVDWLRQ�RI�ZRPHQ¶V�FROOHFWLYHV�HQJDJHG�LQ�WKLV�DFWLYLW\�

,Q� WKH� SURFHVV� RI� OHDUQLQJ� DQG� GHYHORSLQJ� VROXWLRQV� WKH� QHHG� IRU� D� EURDGHU� EDVLV� RI� VXSSRUW� IRU

SDYHPHQW�GZHOOHUV� DPRQJVW� WKH� XUEDQ� SRRU� EHFDPH� DQ� REYLRXV� SUHUHTXLVLWH� IRU� DFKLHYLQJ� WKH� JRDO� RI

DGGUHVVLQJ� WKHLU� QHHGV�� 7KLV� DZDUHQHVV� EURXJKW� 63$5&� LQWR� LWV� ILUVW� DOOLDQFH�� ZLWK� WKH� 1DWLRQDO� 6OXP

'ZHOOHUV¶� )HGHUDWLRQ�� /DWHU� RQ�� DV� WKH� ����� ,QWHUQDWLRQDO� <HDU� RI� 6KHOWHU� IRU� WKH� +RPHOHVV� LQFUHDVHG

LQWHUHVW� LQ� 63$5&¶V� DFWLYLWLHV�� RWKHU� DOOLDQFHV� DQG� SDUWQHUVKLSV� GHYHORSHG�� JUDGXDOO\� SRVLWLRQLQJ� WKH

SDUWLFXODU�FRQFHUQV� RI�SDYHPHQW�GZHOOHUV�ZLWKLQ�ZLGHU� FODLPV�DQG� DFWLYLWLHV� IRU� DQG�E\� WKH� XUEDQ�SRRU�

7KHVH�VWUDWHJLF�DOOLDQFHV�KDYH�EXLOW�63$5&¶V�DXWKRULW\��VXFK� WKDW� LW� LV�QRZ�DEOH� WR� LQIOXHQFH�GRQRUV�DQG

ORFDO�JRYHUQPHQW��7KH�63$5&�16')�DOOLDQFH�KDV�GHYHORSHG�QHZ�KRXVLQJ�VROXWLRQV��IRU�LQVWDQFH��ZKLFK�DUH

GHVLJQHG�� SLORWHG� DQG� UHILQHG� E\� WKHLU� FRQVWLWXHQWV�� EHIRUH� EHLQJ� VKDUHG� WKURXJK� H[FKDQJH� YLVLWV� DQG

SURMHFW�UHSOLFDWLRQ��LQ�RWKHU�FLWLHV�RI�,QGLD�DV�ZHOO�DV�LQ�PDQ\�RWKHU�FRXQWULHV�

63$5&·V� DSSURDFK� KDV� EHHQ� WR� ZRUN� WR� XVH� ZKDW� VSDFHV� ZHUH� DYDLODEOH� WR� GHYHORS� VROXWLRQV� IRU

WKHPVHOYHV��UDWKHU�WKDQ�WR�HQJDJH�GLUHFWO\�DJDLQVW�VWDWH�SROLFLHV��$V�WKH\�ZULWH�

7KH�SRRU�ZLOO�QRW�EH�WDNHQ�VHULRXVO\�LI�WKH�OHYHO�RI�HQJDJHPHQW�ZLWK�WKH�VWDWH�LV�RQO\�FRQIURQWDWLRQDO

RU�LGHRORJLFDO��1R�GRXEW�DGYRFDF\�LV�LPSRUWDQW��EXW�LW�PXVW�EH�URRWHG�LQ�WKH�SUDFWLFDO�GLIILFXOWLHV�WKDW

WKH�SRRU�IDFH�GDLO\��SRYHUW\��KRPHOHVVQHVV��ODFN�RI�DFFHVV�WR�VHUYLFHV��HGXFDWLRQ�DQG�KHDOWK�«�$OO�RXU

DFWLYLWLHV�� OLNH� VDYLQJV� DQG� FUHGLW� JURXSV�� RU� H[FKDQJHV�� RU� WUDLQLQJ� LQ� FRQVWUXFWLRQ� RI� FRPPXQLW\

WRLOHWV� DQG�KRXVHV�� DUH�RQO\� D�PHDQV� WR�DQ�HQG�� WKH� DZDNHQLQJ�RI� WKH�SRRU�ZLWK� D� IRFXV�XSRQ� WKH

ZRPHQ�DPRQJVW�WKHP���63$5&�TXRWHG�LQ�'H\�DQG�:HVWHUQGRUII�������

7KURXJK� PRGHOOLQJ� VRFLDO� DOWHUQDWLYHV� WR� KRXVLQJ�� XVLQJ� SDUWLFLSDWRU\� UHVHDUFK� DSSURDFKHV�� ORFDO

NQRZOHGJH�DQG�ORFDO�UHVRXUFHV��63$5&�KDV�KDG�D� ODUJH� LPSDFW�RQ�PXFK� ODUJHU�VFDOH�KRXVLQJ�SROLFLHV� LQ

%RPED\��DQG�LQ�IDFW��LQ�RWKHU�FLWLHV�DQG�FRXQWULHV�DV�ZHOO��$V�WKH\�ZULWH�
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1HZ�UHODWLRQV�KDYH�EHHQ�GHYHORSHG�ZLWK�WKH�VWDWH�EDVHG�RQ�WKH�PRGHOV�GHYHORSHG�>ORFDOO\@��7KURXJK

WKHVH�UHODWLRQV�ZLWK�WKH�VWDWH��WKH�DOOLDQFH�VHHNV�WR�SXW�LQ�SODFH�VROXWLRQV�WKDW�FDQ�EH�VFDOHG�XS�DFURVV

,QGLDQ�FLWLHV�WR�SURYLGH�LQIUDVWUXFWXUH�DQG�LPSURYH�KRXVLQJ��,QWULQVLF�WR�WKHVH�PRGHOV�LV�WKH�DPELWLRQ

WR�FUHDWH�D�QHZ�UHODWLRQVKLS�EHWZHHQ�WKH�FLWL]HQ�DQG�WKH�VWDWH��0LWOLQ�	�3DWHO����������

$V�WKH�63$5&�H[DPSOH�LOOXVWUDWHV��DOWHUQDWLYH�DSSURDFKHV�WR�WKH�GHOLYHU\�RI�VRFLDO�VHUYLFHV�E\�FLYLO�VRFLHW\

KDYH�� LQ�VRPH�TXDUWHUV��JDLQHG�DWWHQWLRQ�DQG�EHJXQ�WR�EH�DGRSWHG�E\�VWDWH�DJHQFLHV��$V�VXFK�� WKH\�KDYH

FRQWULEXWHG� LQGLUHFWO\� WR� SROLF\� FKDQJH�� 0RUHRYHU�� FROOHFWLYH� DFWLRQ� WKURXJK� VHOI�SURYLVLRQLQJ� PD\

FRQWULEXWH�WR�WKH�FUHDWLRQ�RI�LGHQWLWLHV�RI�SUHYLRXVO\�H[FOXGHG�JURXSV�DV�SROLWLFDO�DFWRUV��ZKLFK�WKHQ�OHDGV

WR� WKHLU� EURDGHU� HQJDJHPHQW� LQ� WKH� SXEOLF� VSKHUH�� (IIRUWV� WR� SURYLGH� VHUYLFHV�� WKHQ�� FDQ� EHFRPH

WUDQVIRUPHG� LQWR� RUJDQLVHG� VWUXJJOHV� RI� WKH� RWKHUZLVH� H[FOXGHG� DQG� SURYLGH� D� SODWIRUP� QRW� RQO\� IRU

DUWLFXODWLQJ�ULJKWV��EXW�DOVR�IRU�UHFDVWLQJ�UHVSRQVLELOLWLHV�DQG�REOLJDWLRQV�

��� 6RFLDO�PRYHPHQWV�DQG�VRFLDO�SROLFLHV�±�FLWL]HQV�GHPDQGLQJ�IURP�WKH�VWDWH

$V� ZH� PRYH� WR� DQ� XQGHUVWDQGLQJ� RI� SDUWLFLSDWLRQ� WKDW� LV� EURDGHU� WKDQ� XVHU� JURXSV� DQG� JRHV� EH\RQG

SDUWLFLSDWLRQ�LQ�WKH�SURYLVLRQLQJ�RI�VRFLDO�VHFWRU�VHUYLFHV��WKH�LPSRUWDQW�UROH�WKDW�FLWL]HQ�SDUWLFLSDWLRQ�KDV

SOD\HG� LQ� VRFLDO� SROLF\� IRUPDWLRQ� EHFRPHV� HYLGHQW�� +LVWRULFDOO\�� VRFLDO� PRYHPHQWV� KDYH� SOD\HG� DQ

LPSRUWDQW�SDUW�LQ�PDNLQJ�DQG�VKDSLQJ�VRFLDO�SROLF\��PDNLQJ�GHPDQGV�RQ�WKH�VWDWH�EDVHG�RQ�VRFLDO�ULJKWV

�6NRFSRO� �������7KH� SODWIRUPV�RI�PDQ\�QDWLRQDO� OLEHUDWLRQ�PRYHPHQWV� LQ� WKH� VRXWK� LQFOXGHG� FRQFHUQV

DERXW� HTXDOLW\� RI� DFFHVV� WR� HGXFDWLRQ� DQG� KHDOWK� FDUH�� 3RVW�LQGHSHQGHQFH� VRFLDO� PRYHPHQWV� KDYH� OHG

QDWLRQDO�VWUXJJOHV�DURXQG�ULJKWV�� UHVSRQVLELOLWLHV�DQG�UHFRJQLWLRQ��,Q�VRPH�FDVHV�� ORFDO� VRFLDO�PRYHPHQWV

KDYH�JURZQ�LQWR� ODUJHU�PRYHPHQWV��ZKLFK�KDYH�FRPH�WR� LQIOXHQFH�QDWLRQDO�SROLF\��RWKHUV�KDYH�FRPH�WR

KDYH� LQIOXHQFH� EH\RQG� QDWLRQDO� ERXQGDULHV�� 7KHVH� LQFOXGH� WKH� PRYHPHQW� DURXQG� GLVDELOLW\� ULJKWV

�&ROHULGJH��������IRU�VRFLDO�KRXVLQJ�LQ�XUEDQ�VOXPV��0LWOLQ�DQG�3DWHO�������'H\�DQG�:HVWHUQGRUII�������

RI�VH[�ZRUNHUV�DURXQG�KHDOWK�DQG�HPSOR\PHQW�ULJKWV�LVVXHV��'XUEDU�0DKLOD�6DPDQZD\D�&RPPLWWHH�������

IRU� HQIRUFHPHQW�RI� WKH�(PSOR\PHQW�*XDUDQWHH�6FKHPH� LQ� ,QGLD� �0RRUH�DQG� -RVKL��������RU� IRU� VRFLDO

VHUYLFHV�LQ�VKDQW\�WRZQV�LQ�3HUX��+RXW]DJHU�DQG�3DWWHQGHQ�������

6HWWLQJ� WKH� UROH� RI� VRFLDO� PRYHPHQWV� ZLWKLQ� WKH� EURDGHU� IUDPH� RI� PHHWLQJ� WKH� ULJKWV� RI� VRFLDO

FLWL]HQVKLS��TXHVWLRQV�DULVH�DERXW�WKH�H[WHQW�DQG�FRQGLWLRQV�XQGHU�ZKLFK�VRFLDO�PRYHPHQWV�FDQ�HIIHFWLYHO\

PDNH�FODLPV�RQ�WKH�VWDWH��0XFK�SUHYLRXV�ZRUN�RQ�VRFLDO�PRYHPHQWV�IRFXVHG�RQ�WKH�UHVRXUFHV�DYDLODEOH�WR

WKHVH�PRYHPHQWV�DV�WKH�NH\�WR�WKHLU�HIIHFWLYHQHVV��5HFHQW�ZRUN�VXJJHVWV��KRZHYHU��WKDW�GLIIHUHQFHV�LQ�WKH

FDSDFLWLHV�RI�SRRU�SHRSOH�IRU�UHVRXUFH�PRELOLVDWLRQ�DUH�OHVV�VLJQLILFDQW�WKDQ�GLIIHUHQFHV�LQ�WKH�QDWXUH�RI�WKH

VWDWH�� ZKLFK� LQ� WXUQ� DIIHFWV� WKH� QDWXUH� DQG� H[WHQW� RI� VRFLDO� PRYHPHQWV� WKHPVHOYHV� �+RXW]DJHU� DQG

3DWWHQGHQ�������7DUURZ�������0F$GDP�HW�DO���������+HUH�� WKH� LPSOLFDWLRQV�RI� WKH�UROO�EDFN�RI� WKH�VWDWH

EHFRPH�HVSHFLDOO\�VDOLHQW��DV�FDSDFLW\�WR�VXSSRUW�VRFLDO�VHFWRU�SURYLVLRQ�DQG�LQGHHG�WR�PHHW�GHPDQGV�IRU

VRFLDO�ULJKWV�LQ�WKH�VRFLDO�SROLF\�DUHQD�KDV�EHHQ�VHYHUHO\�DWWHQXDWHG�LQ�PDQ\�VRXWKHUQ�FRQWH[WV�

+RXW]DJHU�DQG�3DWWHQGHQ��������H[DPLQH�WKH�H[WHQW�WR�ZKLFK�WKH�SRRU�DQG�WKHLU�DOOLHV�FDQ�DIIHFW�VWDWH

SROLFLHV�DIIHFWLQJ�SRYHUW\�PRUH�JHQHUDOO\��7KH\�DUJXH�WKDW�LW� LV�WKH�FKDUDFWHU�RI�WKH�VWDWH��DV�PXFK�DV�WKH
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PRWLYDWLRQ�DQG�UHVRXUFHV�RI�WKH�SRRU�DQG�WKHLU�DOOLHV��ZKLFK�DIIHFW�WKH�FDSDFLW\�RI�SRRU�SHRSOH�WR�LQIOXHQFH

VWDWH� SROLF\�� ,Q� WKHLU� DQDO\VLV� RI� WKH� 3HUXYLDQ� VRXS� NLWFKHQV� FDVH� �VHH� %R[� ���� WKH\� VKRZ� WKDW� WKH

FRPSHWLWLRQ�DPRQJVW�SDUWLHV�IRU�SROLWLFDO�VXSSRUW�OHG�WKH�UXOLQJ�SDUW\�WR�GHYHORS�OLQNV�ZLWK�WKH�FRPPXQLW\

EDVHG� FRPHGRUHV� ²� FRPPXQLW\� NLWFKHQ� ²� PRYHPHQW�� 7KLV�� LQ� WXUQ�� FRQWULEXWHG� WR� WKH� LQIOXHQFH� WKH

PRYHPHQW� KDG� RQ� WKH� GHYHORSPHQW� RI� D� QDWLRQDO� SURJUDPPH� RI� VRFLDO� VHUYLFHV� IRU� WKH� VKDQW\� WRZQV�

+RZHYHU�� JLYHQ� WKH� LQVWDELOLW\� RI� WKH� VWDWH�� DV� ZHOO� DV� HFRQRPLF� IDFWRUV�� WKH� JDLQV� ZHUH� VKRUW� OLYHG�

+RXW]DJHU�DQG�3DWWHQGHQ�FRQFOXGH�WKDW�WZR�FRQGLWLRQV�DUH�SUH�UHTXLVLWH�IRU�VXFK�PRYHPHQWV�WR�VXFFHHG�²

D�ZHOO�LQVWLWXWLRQDOLVHG�DQG�FRKHUHQW�VWDWH��DQG�OLQNDJHV�EHWZHHQ�VWDWH�DQG�VRFLHW\�WKDW�ZLOO�DIIHFW�KRZ�SRRU

PRELOLVH�DQG�PDNH�GHPDQGV�

%R[���7KH�LQIOXHQFH�RI�WKH�FRPHGRUHV�PRYHPHQW�RQ�VWDWH�SROLF\�LQ�3HUX

�+RXW]DJHU�DQG�3DWWHQGHQ������

7KH� PRYHPHQW� RI� µFRPHGRUHV¶� ±� FRPPXQLW\� NLWFKHQV� ±� HPHUJHG� LQ� WKH� PLG�����V� DV� D� FROOHFWLRQ� RI

IHGHUDWLRQV��DQG�FDPH�WR�SOD\�D�VLJQLILFDQW�UROH�LQ�SROLWLFDO�OLIH��UHSUHVHQWLQJ�WKH�LQWHUHVWV�RI�WKH�SRRU�DQG�

LQ�SDUWLFXODU��RI�SRRU�ZRPHQ��:LWKLQ�WKH�SRODULVHG��PXOWL�SDUW\�GHPRFUDWLF�SROLWLFDO�V\VWHP�RI�WKH�*DUFLD

UHJLPH��WKH�FRPHGRUHV�UHSUHVHQWHG�VLJQLILFDQW�FRQVWLWXHQFLHV�ZKLFK�ERWK�RI� WKH�PDMRU�SDUWLHV�VRXJKW� WR

DWWUDFW��$V�SDUW�RI�WKLV�FRPSHWLWLRQ��WKH�UXOLQJ�SDUW\�LQWURGXFHG�D�SURJUDPPH�WR�SURYLGH�VRFLDO�VHUYLFHV�LQ

VKDQW\� WRZQV�� LQ� ZKLFK� FRPHGRUHV� KDG� D� SULYLOHJHG� UROH�� &RPHGRUHV� DFWLYHO\� VWUHQJWKHQHG� WKHLU

RUJDQLVDWLRQ��LQGHSHQGHQWO\�RI�WKH�VWDWH�EXW�FDSLWDOLVLQJ�RQ�WKH�VXSSRUW�RI�NH\�SROLWLFDO�DFWRUV��GHYHORSLQJ

VWURQJHU�QHWZRUNV�DQG�D�V\VWHP�RI�IHGHUDWLRQV�WKDW�FXOPLQDWHG� LQ�WKH�&RPLVLRQ�1DFLRQDO�GH�&RPHGRUHV

�&1&���D�QDWLRQDO�OHYHO� UHSUHVHQWDWLYH�RI�3HUX¶V� FRPHGRUHV��$W� WKH� VDPH� WLPH� WKHLU� WUDGLWLRQDO� IRFXV�RQ

VXUYLYDO�VWUDWHJLHV� LQFUHDVLQJO\�JDYH�ZD\� WR�PDNLQJ�GHPDQGV�RI� WKH�SROLWLFDO� V\VWHP� LQ� WKH� LQWHUHVWV�RI

WKHLU�FRQVWLWXHQWV��)RU�LQVWDQFH�WKH�&1&�SXW�IRUZDUG�GHPDQGV�WKDW�DOO�SRRU�ZRPHQ�VKRXOG�KDYH�DFFHVV�WR

ZHOIDUH��QRW�MXVW�VXSSRUWHUV�RI�WKH�OHDGLQJ�SDUW\��)XUWKHU��WKH\�SURSRVHG�OHJLVODWLRQ�WKDW�ZRXOG�UHFRJQLVH

FRPHGRUHV�DV�µVRFLDO�EDVH�JURXSV¶��WKXV�DWWUDFWLQJ�VWDWH�IXQGLQJ�� LQVWLWXWLRQDOLVHG�DFFHVV�WR�VWDWH�DFWRUV�

DQG�IXUWKHU�VSHFLDO�SURJUDPPHV�WR�DVVLVW�WKH�SRRU�

7KLV� ODZ� ZDV� SDVVHG�� GHPRQVWUDWLQJ� ZKDW� D� VWURQJ� SROLWLFDO� DFWRU� WKH� &1&� DQG� FRPHGRUHV� KDG

EHFRPH��$VLGH�IURP�WKLV�DFKLHYHPHQW�� WKH\�KDG�VXFFHHGHG� LQ�EULQJLQJ�ZRPHQ¶V�GRPHVWLF�VXERUGLQDWLRQ

RQWR� WKH�SXEOLF�DJHQGD��GHYHORSLQJ� LPSRUWDQW�QHWZRUNV�RI�VROLGDULW\�DPRQJVW� WKH�SRRU��DQG�FKDOOHQJLQJ

SRZHU�UHODWLRQV�ZLWKLQ�SRRU�FRPPXQLWLHV���LQFOXGLQJ�ZLWKLQ�WKH�KRXVHKROG��+RZHYHU��WKH�FKDQJH�LQ�SROLWLFDO

FOLPDWH� EURXJKW� DERXW� XQGHU� WKH� 3UHVLGHQF\� RI� )XMLPRUL�� DORQJ� ZLWK� VWUXFWXUDO� DGMXVWPHQW�� HFRQRPLF

FROODSVH��DQG�WKH�FRQVWUDLQLQJ�UROH�RYHU�DOO�SROLWLFDO�DFWLYLW\�SOD\HG�E\�WKH�6KLQLQJ�3DWK�JXHULOOD�PRYHPHQW�

PHDQW� WKDW� E\� ����� WKH� VSDFH� IRU� FRPHGRUHV� WR� DFW� SROLWLFDOO\� KDG� EHHQ� JUHDWO\� FRQVWUDLQHG�� DQG� WKH

PRYHPHQW�EHJDQ�WR�IRFXV�RQFH�PRUH�RQ�EDVLF�VXUYLYDO�VWUDWHJLHV�IRU�WKH�SRRU�

,Q�UHFHQW�\HDUV��PRUH�DWWHQWLRQ�KDV�EHJXQ�WR�EH�SDLG�WR�PHFKDQLVPV�WKDW�FDQ�HQKDQFH�WKH�DFFRXQWDELOLW\

DQG� UHVSRQVLYHQHVV� RI� WKH� VWDWH� �VHH�� IRU� H[DPSOH�� :RUOG� %DQN� ������� 7KH� ULJKWV�EDVHG� DSSURDFK� WR

GHYHORSPHQW�RSHQV�XS�WKH�VSDFH�IRU�QHZ�DOOLDQFHV�EHWZHHQ�VRFLDO�PRYHPHQWV�WR�GHPDQG�DFFRXQWDELOLW\�

7KLV�UHQHZHG�LQWHUHVW�LQ�WKH�LQWHUIDFH�EHWZHHQ�FLWL]HQ�DQG�WKH�VWDWH�JLYHV�ULVH��LQ�SDUDOOHO��WR�DQ�LQWHUHVW�LQ
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SDUWLFLSDWRU\�PHFKDQLVPV�DQG�SURFHVVHV�WKDW�FDQ�SURYLGH�D�PHDQV�IRU�PRUH�GLUHFW�FLWL]HQ�HQJDJHPHQW�LQ

HQKDQFLQJ�WKH�TXDOLW\�DQG�VFRSH�RI�VRFLDO�SURYLVLRQLQJ��DQG�LQIOXHQFH�VRFLDO�SROLF\�

��� &LWL]HQVKLS�WKURXJK�DFFRXQWDELOLW\�DQG�GHPRFUDWLF�JRYHUQDQFH

7KH�LQFUHDVHG�UHFRJQLWLRQ�RI�WKH�FDSDFLW\�RI�FLYLO�VRFLHW\�RUJDQLVDWLRQV�DQG�QHWZRUNV�KDV�OHG�DOVR�WR�JUHDWHU

DWWHQWLRQ�WR�WKH�WKLUG�PRGHO�RI�FLWL]HQVKLS��LQ�ZKLFK�FLWL]HQV�ZRUN�WR�GHPDQG�JUHDWHU�DFFRXQWDELOLW\�RI�WKH

VWDWH�WKURXJK�QHZHU�IRUPV�RI�GLUHFW�GHPRFUDWLF� LQWHUDFWLRQ�DQG�FRQVXOWDWLRQ�LQ�WKH�SROLF\�SURFHVV��:LWK

JUHDWHU� UHFRJQLWLRQ� RI� FLYLO� VRFLHW\� DQG� LQFUHDVLQJ� GLVFXVVLRQ� RI� JRRG� JRYHUQDQFH�� WKH� FRQFHSW� RI

SDUWLFLSDWLRQ�VKLIWV�IURP�EHQHILFLDU\�SDUWLFLSDWLRQ� LQ� VWDWH�GHOLYHUHG�SURJUDPPHV� WR�DQ�XQGHUVWDQGLQJ�RI

SDUWLFLSDWLRQ�DV�D�PHDQV�RI�KROGLQJ�WKH�VWDWH�DFFRXQWDEOH�WKURXJK�QHZ�IRUPV�RI�JRYHUQDQFH�WKDW�LQYROYH

PRUH�GLUHFW�VWDWH�²�FLYLO�VRFLHW\�UHODWLRQV�

7UDGLWLRQDOO\�� LQ�GHPRFUDWLF�JRYHUQDQFH��DFFRXQWDELOLW\� LV� WKRXJKW�WR�EH�PDLQWDLQHG� LQ�D�QXPEHU�RI

ZD\V��H�J��ORFDO�HOHFWLRQV��VWURQJ�DQG�DFWLYH�RSSRVLWLRQ�SDUWLHV��PHGLD��SXEOLF�PHHWLQJV�DQG�IRUPDO�UHGUHVV

SURFHGXUHV� �%ODLU� ������� ,QFUHDVLQJO\� GLVFXVVLRQV� RI� JRYHUQDQFH� DQG� DFFRXQWDELOLW\� IRFXV� RQ� IRUPV� RI

EURDGHU�LQWHUDFWLRQ�RI�SXEOLF�DQG�SULYDWH�VRFLDO�DFWRUV��HVSHFLDOO\�DW�WKH�ORFDO�OHYHO��&LWL]HQ�SDUWLFLSDWLRQ�LQ

WKLV�VHQVH� LQYROYHV�GLUHFW�ZD\V� LQ�ZKLFK�FLWL]HQV� LQIOXHQFH�DQG�H[HUFLVH� FRQWURO� LQ�JRYHUQDQFH��QRW�RQO\

WKURXJK� WKH� PRUH� WUDGLWLRQDO� IRUPV� RI� LQGLUHFW� UHSUHVHQWDWLRQ� �*DYHQWD� DQG� 9DOGHUDPD� ������� 6XFK

SDUWLFLSDWLRQ��LW�LV�DUJXHG��ZLOO�LPSURYH�WKH�HIILFLHQF\�RI�SXEOLF�VHUYLFHV�WKURXJK�PDNLQJ�JRYHUQPHQW�PRUH

DFFRXQWDEOH�DQG�GHPRFUDWLF�

3DUWLFLSDWRU\� DSSURDFKHV� KDYH� LQFUHDVLQJO\� EHHQ� XVHG� WR� HQDEOH� FLWL]HQV� WR� H[SUHVV� WKHLU� FRQFHUQV

PRUH� GLUHFWO\� WR� WKRVH� ZLWK� WKH� SRZHU� WR� LQIOXHQFH� WKH� SROLF\� SURFHVV�� 3DUWLFLSDWRU\� SROLF\� UHVHDUFK

SURFHVVHV�VXFK�DV�3DUWLFLSDWRU\�3RYHUW\�$VVHVVPHQWV��33$V��KDYH�KHOSHG�FUHDWH�VSDFHV�IRU�FKDQJH�DW�ORFDO

JRYHUQPHQW� DQG� QDWLRQDO� OHYHO�� DV� ZHOO� DV� LQ� LQWHUQDWLRQDO� GLVFRXUVHV� �+ROODQG� ZLWK� %ODFNEXUQ� �����

+HOS$JH� ,QWHUQDWLRQDO� ������ ¶&RQVXOWDWLRQV� ZLWK� WKH� 3RRU·� ������� $V� QRWHG� HDUOLHU�� SHUKDSV� WKH� PRVW

LPSRUWDQW� FRQWULEXWLRQ� WKHVH� SURFHVVHV� KDYH� PDGH� KDV� EHHQ� WR� FUHDWH� QHZ� SRVVLELOLWLHV� IRU� GLDORJXH

EHWZHHQ� FLWL]HQV� DQG� WKRVH� LQYROYHG� LQ� WKH� LPSOHPHQWDWLRQ�� DV� ZHOO� DV� WKH� IRUPXODWLRQ�� RI� SROLF\�� %\

EULQJLQJ� WRJHWKHU� WKRVH� ZKR� DUH� GLUHFWO\� DIIHFWHG� E\� SROLF\� DQG� WKRVH� ZKR� DUH� FKDUJHG� ZLWK� HQVXULQJ

UHVSRQVLYH� VHUYLFH� SURYLVLRQ�� RSSRUWXQLWLHV� DUH� RSHQHG� XS� IRU� HQKDQFLQJ� DFFRXQWDELOLW\� DQG

UHVSRQVLYHQHVV�

7KH�UHFRJQLWLRQ� WKDW�SROLF\�FKDQJH�UHVWV�RQ�PRUH� WKDQ�VLPSO\� WKH�SURYLVLRQ�RI� LQIRUPDWLRQ�� DV�ZH

QRWH� HDUOLHU�� KDV� OHG� WR� VLJQLILFDQW� VKLIWV� LQ� WKH� ZD\V� LQ� ZKLFK� 33$V� DUH� FRQGXFWHG�� (DUOLHU� XVHV� RI

SDUWLFLSDWRU\�WHFKQLTXHV�IRU�FRQVXOWDWLRQ�KDYH�JLYHQ�ZD\��LQ�UHFHQW�ZRUN��WR�WKH�FUHDWLRQ�RI�FRQVWLWXHQFLHV

DPRQJ� D� EURDGHU� EDVH� RI� VWDNHKROGHUV�� LQFOXGLQJ� ¶VHFRQGDU\� VWDNHKROGHUV·� IURP� JRYHUQPHQW�� $V� WKH

H[DPSOH�IURP�*KDQD�DERYH��VHH�%R[����LOOXVWUDWHV��E\�EULQJLQJ�WRJHWKHU�WKRVH�ZKR�DUH�GLUHFWO\�DIIHFWHG�E\

SROLF\� DQG� WKRVH� ZKR� DUH� FKDUJHG� ZLWK� HQVXULQJ� UHVSRQVLYH� VHUYLFH� SURYLVLRQ�� VSDFHV� DUH� FUHDWHG� IRU

FKDQJH�� 7KH� 8JDQGDQ� 3DUWLFLSDWRU\� 3RYHUW\� $VVHVVPHQW� 3URFHVV� LV� DQRWKHU� H[DPSOH�� FRQGXFWHG� LQ

FRQMXQFWLRQ�ZLWK�ORFDO�JRYHUQPHQWV�DQG�1*2V��833$3�LV�ORFDWHG�LQ�WKH�0LQLVWU\�RI�)LQDQFH�DQG�KDV�OHG

GLUHFWO\�WR�FKDQJHV�LQ�SROLFHV�DQG�SULRULWLHV�LQ�QDWLRQDO�DQG�ORFDO�EXGJHWV�
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%R[���7KH�FRQWULEXWLRQ�RI�ROGHU�SHRSOH�WR�GHYHORSPHQW�LQ�6RXWK�$IULFD

�+HOS$JH�,QWHUQDWLRQDO������

+HOS$JH�,QWHUQDWLRQDO¶V�UHFHQW�ZRUN�XVLQJ�SDUWLFLSDWRU\�OHDUQLQJ�DSSURDFKHV�WR�LQWHUDFW�GLUHFWO\�ZLWK�ROGHU

SHRSOH�LQ�6RXWK�$IULFD�KDV�KHOSHG�SXW�VRPH�RI�WKH�FRQFHUQV�RI�ROGHU�SHRSOH�ILUPO\�RQWR�WKH�SROLF\�DJHQGD�

:RUNLQJ�LQ�IRXU�FRPPXQLWLHV��LQ�WKUHH�SURYLQFHV��.ZD�=XOX�1DWDO��6RXWKHUQ�DQG�*DXWHQJ�3URYLQFHV�IURP

)HEUXDU\�WR�-XQH�������D�WHDP�RI�UHVHDUFKHUV�GUHZ�RQ�D�UDQJH�RI�YLVXDO�DQG�TXDOLWDWLYH�PHWKRGV�WR�OLVWHQ

WR�ROGHU�SHRSOH¶V�YLHZV�RQ� WKHLU� VLWXDWLRQV��$V�SDUW�RI� WKH� UHVHDUFK�SURFHVV��D�SROLF\�ZRUNVKRS�EURXJKW

WRJHWKHU� ROGHU� SHRSOH�� 1*2V� DQG� &%2V� DQG� UHSUHVHQWDWLYHV� IURP� 'HSDUWPHQWV� RI� +HDOWK� DQG� 6RFLDO

:HOIDUH�LQ�WKH�SURYLQFHV�WRJHWKHU�WR�H[SORUH�VWUDWHJLHV�WR�LPSURYH�WKH�GHOLYHU\�RI�VHUYLFHV�

2OGHU�SHRSOH�DW�WKLV�ZRUNVKRS�FRPPHQWHG��µZH�KDYH�D�KRSH�WKDW�SHRSOH�DUH�EHJLQQLQJ�WR� OLVWHQ�WR

XQGHUVWDQG�KRZ�ROGHU�SHRSOH�DUH�VXIIHULQJ¶��8QGHUOLQLQJ�WKH�LPSRUWDQFH�RI�VWDWH�SHQVLRQV�WR�WKH�VXUYLYDO

RI� SRRU� EODFN� KRXVHKROGV�� WKH� VWXG\� KLJKOLJKWHG� EXUHDXFUDWLF� KXUGOHV� WKDW� FUHDWH� VLJQLILFDQW� EDUULHUV� WR

DFFHVVLQJ�WKHVH�DQG�RWKHU�EHQHILWV��2OGHU�SHRSOH�VSRNH�RI�PXOWLSOH�IRUPV�RI�DEXVH��H[WHQGLQJ�EH\RQG�WKH

KRPH� WR� LQWHUDFWLRQV� ZLWK� VHUYLFH� SURYLGHUV�� 7KHLU� VXJJHVWLRQV� IRU� FKDQJH� LQFOXGHG� WKH� UROH� UHWLUHG

SURIHVVLRQDOV�FRXOG�SOD\�LQ�WKH�FRPPXQLW\�LQ�ERWK�KHDOWK�DQG�ZHOIDUH�VHUYLFH�GHOLYHU\�

$� VLJQLILFDQW� RXWFRPH� RI� WKH� UHVHDUFK� ZDV� WKH� FRPPLWPHQWV� PDGH� DW� WKH� SROLF\� ZRUNVKRS� WR

PHDVXUHV� WR� LPSURYH� WKH� ORW� RI� SRRUHU� ROGHU� SHRSOH�� 7KHVH� LQFOXGHG�� LQFUHDVLQJ� FR�RUGLQDWLRQ� EHWZHHQ

JRYHUQPHQW� GHSDUWPHQWV� DQG� &62V� ZRUNLQJ� ZLWK� ROGHU� SHUVRQV�� WKURXJK� PHFKDQLVPV� VXFK� DV� LQWHU�

GHSDUWPHQWDO� GDWDEDVHV� DQG�ERRNOHWV� RQ� UHVRXUFHV�� VHUYLFHV�DQG� FRQWDFWV�� UDLVLQJ� DZDUHQHVV� RI� LVVXHV

IDFLQJ�ROGHU�SHRSOH�WKURXJK�HGXFDWLRQDO�LQLWLDWLYHV��VXFK�DV�RQ�WKH�ULJKWV�RI�ROGHU�SHRSOH��DXGLWV�RI�KHDOWK

DQG� ZHOIDUH� VHUYLFHV� DW� GLVWULFW� OHYHO� WR� LGHQWLI\� VKRUWFRPLQJV� LQ� UHODWLRQ� WR� ROGHU� SHRSOH�� LQIRUPDWLRQ

SURYLVLRQ�RQ�VHUYLFHV�IRU�ROGHU�SHRSOH�ZLWK�FKURQLF�GLVHDVH��DFFHVV�WR�PHGLFLQHV�XQDYDLODEOH� LQ�FOLQLFV�RU

KRVSLWDOV�DQG�DFFHVV�WR�OHJDO�DGYLFH�

5DWKHU�WKDQ�UHO\LQJ�RQ�VHOI�SURYLVLRQLQJ�WKURXJK�FLYLO�VRFLHW\��WKLV�DSSURDFK�DFNQRZOHGJHV�WKH�LPSRUWDQFH

RI� WKH�VWDWH� LQ� VHUYLFH�GHOLYHU\�� EXW� HTXDOO\� LQVLVWV�RQ� WKH� UROH�RI� FLWL]HQV� LQ�GHPDQGLQJ� DQG�QHJRWLDWLQJ

GLUHFWO\�ZLWK�JRYHUQPHQW�IRU�JUHDWHU�SHUIRUPDQFH�DQG�DFFRXQWDELOLW\��7KURXJK�VXFK�SDUWLFLSDWLRQ��XVHUV�RI

VHUYLFHV� FDQ� SRWHQWLDOO\� VKDSH� VRFLDO� SROLF\� QRW� RQO\� DV� EHQHILFLDULHV� RU� FRQVXPHUV� LQ� SUH�GHWHUPLQHG

SURJUDPPHV��EXW�DV�FLWL]HQV�H[HUFLVLQJ�ULJKWV�RI�DJHQF\��YRLFH�DQG�SDUWLFLSDWLRQ��2QH�LPSRUWDQW�H[DPSOH

RI�WKH�PRUH�GLUHFW�HQJDJHPHQW�RI�FLWL]HQV�LQ�SURFHVVHV�RI�JRYHUQDQFH�LV�SDUWLFLSDWRU\�EXGJHWLQJ�LQ�%UD]LO�

7KLV� KDV� HQDEOHG� FLWL]HQV� WR� HQJDJH� GLUHFWO\� LQ� LPSURYLQJ� WUDQVSDUHQF\� LQ� PXQLFLSDO� ILVFDO� SODQQLQJ�

WKURXJK� DQ� HODERUDWH� FRQVXOWDWLRQ� DQG�QHJRWLDWLRQ�SURFHVV� �'H�6RXVD�6DQWRV� �������2WKHU� H[DPSOHV�RI

FLWL]HQ� LQYROYHPHQW� LQ� PRQLWRULQJ� DQG� HYDOXDWLRQ� JRYHUQPHQW� SROLFLHV� DQG� SURJUDPPHV� LOOXVWUDWH� WKH

SRWHQWLDO�WKDW�WKHVH�SURFHVVHV�RIIHU�IRU�WKH�PRUH�DFWLYH�HQJDJHPHQW�RI�FLWL]HQV�LQ�VKDSLQJ�VRFLDO�SROLF\��VHH

%R[����
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%R[���$FFRXQWDELOLW\�WKURXJK�FLWL]HQ�PRQLWRULQJ�DQG�HYDOXDWLRQ

�H[FHUSWHG�IURP�*DYHQWD�DQG�%ODXHUW������

&LWL]HQV� DUH� EHFRPLQJ� LQFUHDVLQJO\� VRSKLVWLFDWHG� LQ� XVLQJ� PRQLWRULQJ� DQG� HYDOXDWLRQ� IUDPHZRUNV� WR

GHYHORS� LQGLFDWRUV� RI� JRRG� SHUIRUPDQFH�� DQG� WR� XVH� WKHP� WR� PRQLWRU� SROLFLHV� DQG� SURJUDPPHV�

3DUWLFLSDWRU\� PRQLWRULQJ� DQG� HYDOXDWLRQ� DWWHPSWV� WR� FKDQJH� WKHVH� PRUH� WUDGLWLRQDO� XQGHUVWDQGLQJV� E\

PHDQV�RI�D�SURFHVV�WKDW�VHHNV�WR�VKDUH�FRQWURO�DPRQJVW�YDULRXV�VWDNHKROGHUV�±�DOEHLW�QRW�DOZD\V�HTXDOO\�

,Q� VR� GRLQJ�� 30	(� DWWHPSWV� WR� UHYHUVH� WKH� WUDGLWLRQDO� SURFHVVHV� RI� WRS�GRZQ�PRQLWRULQJ� DQG� RQH�ZD\

DFFRXQWDELOLW\��QRW�µDFFRXQWDELOLW\�RI�WKH�FRPPXQLW\�EXW�DFFRXQWDELOLW\�WR�WKH�FRPPXQLW\¶��,,55�����������

$�QXPEHU�RI�FDVH�VWXGLHV�LOOXVWUDWH�ZD\V�LQ�ZKLFK�WKH�OHQV�LV�EHLQJ�VKLIWHG�

• ,Q� WKH� 3KLOLSSLQHV� SDUWLFLSDWRU\�PRQLWRULQJ� DQG� HYDOXDWLRQ� LV� EHLQJ� XVHG� E\� WKH� (GXFDWLRQ� IRU� /LIH

)RXQGDWLRQ� �(/)�� WR� H[SORUH� FRPPXQLW\� LQGLFDWRUV� RI� GHPRFUDF\�� ZLWKLQ� IDPLOLHV�� SHRSOHV¶

RUJDQLVDWLRQV�� DQG� ORFDO� JRYHUQPHQW�� ,Q� RWKHU� ZRUN� LQ� WKH� 3KLOLSSLQHV�� WKH� %DUDQJD\� 7UDLQLQJ

0DQDJHPHQW� 3URMHFW� �%$70$1��� D� FRDOLWLRQ� RI� ��� 1*2V�� LQFOXGLQJ� (/)�� LV� XVLQJ� 30	(� WR� GHYHORS

FLWL]HQV¶�LQGLFDWRUV�RI�SDUWLFLSDWLRQ��OHDGHUVKLS�DQG�ORFDO�JRYHUQDQFH��7KHVH�LQGLFDWRUV�ZLOO�EH�XVHG�E\

FLWL]HQV�DQG�RWKHU� FLYLO� VRFLHW\�DFWRUV� WR�H[DPLQH� WKH�EURDGHU�SROLWLFDO� LQVWLWXWLRQV� WKDW� DIIHFW� WKHLU

FRPPXQLWLHV��$EHV�������

• ,Q�&RORPELD��WKH�$VVRFLDWLRQ�RI�,QGLJHQRXV�&RXQFLOV�RI�6RXWKHUQ�&DXFD��$&,1���D�FRPPXQLW\�EDVHG

RUJDQLVDWLRQ�VSDQQLQJ�RYHU����PXQLFLSDOLWLHV�DQG��������PHPEHUV��KDV�GHYHORSHG�D�PRQLWRULQJ�DQG

HYDOXDWLRQ� V\VWHP� DV� SDUW� RI� WKH� ORFDO� DQG� UHJLRQDO� SODQQLQJ� DQG� GHYHORSPHQW� SURFHVV�� LQ� ZKLFK

PHPEHU�FRPPXQLWLHV�GHILQH�LQGLFDWRUV�EDVHG�RQ�WKHLU�LQGLJHQRXV�ZRUOG�YLHZV�DQG�FXOWXUDO�SUDFWLFHV�

,Q�WKH�SURFHVV�� WKH� µFRPPXQLWLHV�DVVHVV�WKH�ZRUN�RI� WKHLU�RZQ� LQVWLWXWLRQV�ZKLFK�DUH�KHOG� OLDEOH� LQ

WHUPV�RI�IXOILOOLQJ�WKHLU�FRPPLWPHQWV�DQG�UHVSRQVLELOLWLHV¶��(VSLQRVD�$O]DWH�������

• ,Q� WKH�8QLWHG�6WDWHV��&LWL]HQ�/HDUQLQJ�7HDPV�ZHUH� IRUPHG� WR�PRQLWRU� WKH�FRPPXQLW\� LPSDFW�RI� D

QDWLRQDO�JRYHUQPHQW�SURJUDPPH��NQRZQ�DV�WKH�(PSRZHUPHQW�=RQH�3URJUDP��DQG�WR�FRQYH\�UHVXOWV

WR�SURJUDP�OHDGHUV�DW�WKH�ORFDO�DQG�IHGHUDO�OHYHO��5XWKHUIRUG�������

• 6LPLODUO\�� LQ�(FXDGRU��DQ�1*2�NQRZQ�DV�&2081,'(&�KDV�GHYHORSHG�D�SODQQLQJ�DQG�30	(�SURFHVV

NQRZQ� DV� 6,6'(/� �6LVWHPD� GH� 'HVDUUROOR� /RFDO�� RU� /RFDO� 'HYHORSPHQW� 6\VWHP�� ZKLFK� VHHNV� WR

FRQWULEXWH�WR�EXLOGLQJ�DOOLDQFHV�DQG�FRDOLWLRQV�DPRQJVW�FLYLO�VRFLHW\�RUJDQLVDWLRQV��WKH�SULYDWH�VHFWRU

DQG� ORFDO�PXQLFLSDOLWLHV�� $PRQJ� WKRVH� LWHPV�PRQLWRUHG� DUH� WKH� H[WHQW� WR� ZKLFK� LQWHU�LQVWLWXWLRQDO

DJUHHPHQWV�DUH�WKHPVHOYHV�ZRUNLQJ��DV�ZHOO�DV�WKH�ODUJHU�LVVXHV�UHODWHG�WR�WKH�SROLFLHV�DQG�FXOWXUHV

RI�FLWL]HQVKLS��PDQDJHPHQW�DQG�FROODERUDWLRQ��7RUUHV�������

1HZ�IRUPV�RI�FLWL]HQ�PRQLWRULQJ�DQG�DFFRXQWDELOLW\�VXFK�DV�WKRVH�LOOXVWUDWHG�DERYH�SURYLGH�RSSRUWXQLWLHV

IRU� FLWL]HQV� WR� VHHN� WR� VHFXUH� WKH� DFFRXQWDELOLW\� RI� HOHFWHG� RIILFLDOV� DQG� JRYHUQPHQW� DJHQFLHV�� ,Q� VRPH

VLWXDWLRQV��FLWL]HQ�OHG�LQLWLDWLYHV�KDYH�EHHQ�DEOH�WR�XVH�ULJKWV�LVVXHV�DV�DQ�HQWU\�SRLQW�IRU�GHPDQGLQJ�JUHDWHU

DFFRXQWDELOLW\�� ,Q�5DMDVWKDQ�� IRU� LQVWDQFH�� WKH� ULJKW�WR�LQIRUPDWLRQ�PRYHPHQW� KDV� GHPDQGHG� D�PLQLPDO

OHYHO�RI�WUDQVSDUHQF\�E\�ORFDO�JRYHUQPHQWV��HVSHFLDOO\�LQ�WKH�XVH�RI�ORFDO�IXQGV��*RHW]�DQG�-HQNLQV�������

2WKHU�PRUH� SURIHVVLRQDO� DGYRFDF\� RUJDQLVDWLRQV�� VXFK� DV� WKH� 3XEOLF� $IIDLUV� &HQWUH� LQ� %DQJDORUH�� KDYH

GHYHORSHG� ¶UHSRUW� FDUGV·� WR�PRQLWRU� VHUYLFH� GHOLYHU\� E\� ORFDO� JRYHUQPHQWV�� ,Q� ERWK� %ROLYLD� DQG� ,QGLD�

OHJLVODWLRQ�DOORZV�IRU�ORFDO�¶YLJLODQFH�FRPPLWWHHV·�WR�VHUYH�D�PRQLWRULQJ�DQG�ZDWFKGRJ�UROH��6R�IDU�WKHUH�LV
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OLWWOH�HYLGHQFH�WKDW�WKHVH�KDYH�GHYHORSHG�WKH�FDSDFLW\�DQG�LQGHSHQGHQFH�WR�GR�WKHLU�MRE��EXW�WKHUH�PD\�EH

JUHDW�SRWHQWLDO�

:KDW�LV�HYLGHQW�IURP�WKHVH�QHZHU�IRUPV�RI�SDUWLFLSDWLRQ�LQ�SURFHVVHV�RI�JRYHUQDQFH�LV�WKH�SRWHQWLDO

WKDW�WKH\�RIIHU�IRU�H[WHQGLQJ�WKH�ERXQGDULHV�RI�FLWL]HQ�HQJDJHPHQW�WRZDUGV�D�PRUH�DFWLYH�HQJDJHPHQW�LQ

PDNLQJ�DQG�VKDSLQJ�VRFLDO�SROLF\��:KHWKHU�WKURXJK�WKH�HQWU\�SRLQW�RI�ULJKWV�EDVHG�FLWL]HQ�OHG�LQLWLDWLYHV�RU

WKURXJK�HQJDJHPHQW�LQ�IRUPV�RI�FRQVXOWDWLRQ�DQG�GHOLEHUDWLRQ�RQ�SROLF\�WKDW�DUH�RSHQHG�XS�¶IURP�DERYH·�

WKHVH�IRUPV�RI�SDUWLFLSDWLRQ�RIIHU�WKH�SURVSHFW�RI�JUHDWHU�FLWL]HQ�LQYROYHPHQW�LQ�GHWHUPLQLQJ�WKH�SROLFLHV

DQG�SURJUDPPHV�WKDW�DIIHFW�WKHLU�OLYHV��&KDOOHQJHV�WR�UHDOLVLQJ�WKLV�SRWHQWLDO�UHPDLQ��KRZHYHU��DV�ZH�JR�RQ

WR�H[SORUH�

� 1HZ�FKDOOHQJHV�DQG�QHZ�GLUHFWLRQV

7KH�SUHYLRXV� VHFWLRQV� KDYH� H[SORUHG�ZD\V� LQ�ZKLFK� SDUWLFLSDWLRQ� LV� XVHG� LQ� WKH� GHVLJQ� DQG� GHOLYHU\� RI

VRFLDO�SROLFLHV�DQG�VRFLDO�SURYLVLRQLQJ��LQ�WKH�VRXWK�DV�ZHOO�DV�LQ�WKH�QRUWK��,Q�JHQHUDO�ZH�KDYH�DUJXHG�WKDW

WKDW� WKH�PRUH� IXQFWLRQDO� FRQFHSWV� RI� SDUWLFLSDWLRQ�� WKURXJK� ZKLFK� EHQHILFLDULHV� SDUWLFLSDWH� DV� XVHUV� RU

FRQVXPHUV�RI�SUH�GHWHUPLQHG�SXEOLF�VHUYLFHV��DUH�RI�OLPLWHG�XWLOLW\��1RW�RQO\�GR�WKH\�IDLO�WR�LQFOXGH�SHRSOH

LQ� EURDGHU� DVSHFWV� RI� WKH� SROLF\� SURFHVV�� EXW� WKH\� DOVR� LJQRUH� WKHLU� FRQWULEXWLRQ� WR� VHOI�SURYLVLRQLQJ

RXWVLGH�IRUPDO�JRYHUQPHQW�DUHQDV��0RVW�LPSRUWDQWO\��WKH\�IDLO�WR�UHFRJQLVH�RU�UHDOLVH�WKH�SRWHQWLDO�RI�PRUH

DFWLYH� FLWL]HQ� HQJDJHPHQW� LQ�PDNLQJ� DQG� VKDSLQJ� VRFLDO� SROLF\� DQG� ZLWK� LW� RSSRUWXQLWLHV� IRU� HQKDQFHG

VHUYLFH�UHVSRQVLYHQHVV��WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\�

,Q� WKLV� HVVD\�ZH�KDYH�DWWHPSWHG� WR�JR�EH\RQG� WKH� ¶XVHUV� DQG� FKRRVHUV·�PRGHO� WR� FRQVLGHU� D�PRUH

DFWRU�RULHQWHG�DSSURDFK��LQ�ZKLFK�WKRVH�DIIHFWHG�E\�VRFLDO�SROLFLHV�DFW�DV�FLWL]HQV�RQ�WKHLU�RZQ�EHKDOI��,Q

SDUWLFXODU� ZH� KDYH� DUJXHG� WKDW� WKH� FRQFHSW� RI� ¶VRFLDO� FLWL]HQVKLS·�� WKDW� KDV� RIWHQ� XQGHUSLQQHG

FRQVLGHUDWLRQV�RI�VRFLDO�ZHOIDUH��VKRXOG�EH�H[SDQGHG�WR�LQFOXGH�QRW�RQO\�FRQFHSWV�RI�VRFLDO�ULJKWV��EXW�DOVR

RI�VRFLDO�UHVSRQVLELOLWLHV�H[HUFLVHG�WKURXJK�VHOI�DFWLRQ��DQG�RI�VRFLDO�DFFRXQWDELOLW\�DFKLHYHG�WKURXJK�GLUHFW

IRUPV�RI�GHPRFUDWLF�JRYHUQDQFH��:H�UHFRJQLVH�WKDW�DQ\�DSSHDO�WR�FRQFHSWV�RI�FLWL]HQVKLS�ULVNV�WKH�GDQJHU

RI�IDLOLQJ�WR�UHFRJQLVH�GLIIHUHQFH��DQG�RI�H[FOXGLQJ�VRPH�LQ�WKH�QDPH�RI�LQFOXVLRQ�RI�RWKHUV��+RZHYHU��UH�

SRVLWLRQLQJ� SDUWLFLSDWLRQ� WR� HQFRPSDVV� WKH� PXOWLSOH� GLPHQVLRQV� RI� FLWL]HQVKLS� ²� LQFOXGLQJ� ULJKWV� RI

HTXLYDOHQFH��D�IRFXV�RQ�DJHQF\�EDVHG�RQ�VHOI�DFWLRQ�DQG�VHOI�LGHQWLW\��DV�ZHOO�DV�GHPDQGV�IRU�DFFRXQWDELOLW\

DPRQJVW�DFWRUV�²�PD\�SURYLGH�D�ZD\�WR�PRYH�RXW�RI�WKH�LPSDVVH�

,Q�WKH�DEVHQFH�RI�XQLYHUVDO��VWDWH�FHQWUHG�SROLFLHV��VHOI�SURYLVLRQLQJ�DQG�VHOI�RUJDQLVDWLRQ��HVSHFLDOO\

WKURXJK� ORFDO� DVVRFLDWLRQV� DQG� LQVWLWXWLRQV�� DUH� SURYLQJ� D� QHFHVVDU\� DQG� LPSRUWDQW� SDWK� RI� VRFLDO

FLWL]HQVKLS� LQ� PDQ\� VRXWKHUQ� FRQWH[WV�� ,Q� FHUWDLQ� VLWXDWLRQV�� ZH� KDYH� VXJJHVWHG�� DSSURDFKHV� WR� VRFLDO

SURYLVLRQLQJ� GHYHORSHG� RXWVLGH� WKH� VWDWH� FDQ� SURYLGH� VSDFHV� IRU� WKH� GHYHORSPHQW� RI� PRGHOV�

FRQVFLRXVQHVV� DQG� DOOLDQFHV�ZKLFK� LQ� WXUQ� KDYH� DQ� DIIHFW� RQ� VWDWH�EDVHG� VRFLDO� SROLF\��0RUH� UHVHDUFK� LV

QHHGHG� WR� XQGHUVWDQG� WKH� UROH� RI� SRSXODU� RUJDQLVDWLRQ� LQ� VRFLDO� SURYLVLRQLQJ�� DQG� WKH� ZD\V� DQG� WKH

FRQGLWLRQV� WKURXJK�ZKLFK�PRGHOV� EDVHG�RQ� ORFDO� DFWLRQ� DQG� LGHQWLWLHV� FDQ� EH� VFDOHG�XS� DQG� VXSSRUWHG

WKURXJK�EURDGHU�SROLF\�PHFKDQLVPV�
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,Q�WKLV�FRQWH[W��ZH�FDQ�QR�ORQJHU�HTXDWH�²�LI�HYHU�ZH�FRXOG�²�FLWL]HQ�DFWLRQ�DQG�1*2�DFWLRQ��,QGHHG

LQ� VRPH� FRQWH[WV�� WKH� IRFXV� RQ� 1*2V� DV� PHFKDQLVPV� IRU� VRFLDO� SURYLVLRQLQJ� KDV� UHVXOWHG� LQ� WKH

¶SURMHFWLVDWLRQ·�RI�VRFLDO�SROLF\��DQG�SHUKDSV�LQ�WKH�ZHDNHQLQJ�RI�GLUHFW�VWDWH�DFFRXQWDELOLW\�WR�LWV�FLWL]HQV�

$�IDU�PRUH�QXDQFHG�XQGHUVWDQGLQJ�LV�QHHGHG�²�RQH�ZKLFK�UHFRJQLVHV�1*2V�DV�RQH�RI�D�QXPEHU�RI�DFWRUV

ZLWKLQ�FLYLO� VRFLHW\� UDWKHU� WKDQ�DQ�DFWRU� IRU�FLYLO� VRFLHW\�� DQG�ZKLFK�H[SORUHV� WKH�UROH� WKDW�1*2V�SOD\� DV

LQWHUPHGLDULHV� IRU� VWUHQJWKHQLQJ�PRUH� SDUWLFLSDWRU\� DQG� LQFOXVLYH� IRUPV� RI� VRFLDO� SROLF\� IRUPDWLRQ� DQG

SURYLVLRQLQJ�

7KH�JURZLQJ�UHFRJQLWLRQ�RI�WKH�UROH�DQG�FDSDFLW\�RI�FLYLO�VRFLHW\��DV�ZHOO�DV�LQFUHDVLQJ�SUHVVXUHV�IRU

GHPRFUDWLVDWLRQ�DFURVV�WKH�ZRUOG��DUH�DOVR�JLYLQJ�ULVH�WR�QHZ�IRUPV�RI�FLWL]HQ�²�VWDWH� LQWHUDFWLRQ��ZKLFK

VHHN�WR�KROG�WKH�VWDWH�PRUH�DFFRXQWDEOH� WKURXJK�GLUHFW� IRUPV�RI�FLWL]HQ�SDUWLFLSDWLRQ��6RPH�RI� WKH�QHZ

PHFKDQLVPV�IRU�FLWL]HQ�LQYROYHPHQW�WKDW�ZH�FRQVLGHU�LQ�WKLV�SDSHU�VHHN�WR�HQJDJH�FLWL]HQV�ZLWK�WKH�VWDWH

QRW�RQO\�DV� ¶XVHUV·��EXW�DV�DFWRUV� LQ�EURDGHU�SURFHVVHV�RI�SROLF\� IRUPXODWLRQ�DQG�HIIHFWLYH� DQG�HTXLWDEOH

LPSOHPHQWDWLRQ�� $� QXPEHU� RI� WKHVH� PHFKDQLVPV� GHULYH� GLUHFWO\� IURP� VXSUD�QDWLRQDO� LQVWLWXWLRQV�

SDUWLFXODUO\� WKH�:RUOG�%DQN�� 7KHVH� UDQJH� IURP� FRQVXOWDWLYH�PHFKDQLVPV� VXFK� DV� 3DUWLFLSDWRU\� 3RYHUW\

$VVHVVPHQWV� WR�6RFLDO� ,QYHVWPHQW�)XQGV��ZKLFK� DWWHPSW� WR�EDODQFH� WKH� UHVSRQVLELOLWLHV�RI� WKH� VWDWH� IRU

SURYLVLRQ�RI�XQLYHUVDO�VDIHW\�QHWV�ZLWK�WKH�FDSDFLWLHV�RI�ORFDO�JURXSV�IRU�VHOI�DFWLRQ��:KLOH�ERWK�RIIHU�QHZ

VSDFHV�IRU�FLWL]HQ�DFWLRQ��WKH\�PD\�DOVR�FDUU\�DOO�WKH�ULVNV�RI�FR�RSWDWLRQ��PLVXVH��DQG�OHJLWLPDWLRQ�RI�VRFLDO

H[FOXVLRQ�WKDW�ZHUH�VHHQ�LQ�HDUOLHU�DWWHPSWV�DW�XVHU�LQYROYHPHQW�LQ�VRFLDO�VHUYLFH�GHOLYHU\��0RUH�UHVHDUFK�LV

QHHGHG� WR� XQGHUVWDQG� WKH� H[WHQW� WR� ZKLFK� WKHVH� QHZ� PRUH� VWUXFWXUHG� PHFKDQLVPV� IRU� GHPRFUDWLF

JRYHUQDQFH� DQG� DFFRXQWDELOLW\� FDQ� EOHQG� WKH� VWUHQJWKV� RI� ERWK� VWDWH� DQG� ORFDO� DFWLRQ�� RI� XQLYHUVDO� DQG

SDUWLFXODU�QHHGV��DQG�FLWL]HQVKLS�ULJKWV�DQG�FLWL]HQVKLS�UHVSRQVLELOLWLHV�

5H�SRVLWLRQLQJ� SDUWLFLSDWLRQ� DOVR� UHTXLUHV� D� UH�H[DPLQDWLRQ� RI� WKH� UDSLGO\� FKDQJLQJ� FRQWH[WV� DQG

DUHQDV� LQ� ZKLFK� VRFLDO� SROLF\� SURFHVVHV� WDNH� SODFH�� 7R� ZKDW� H[WHQW� GR� WKHVH� FKDQJHV�� LQFOXGLQJ

JOREDOLVDWLRQ�� GHFHQWUDOLVDWLRQ�� FKDQJLQJ� GHPRJUDSKLFV� DQG� ILVFDO� FULVHV� SURYLGH� QHZ� VSDFHV� DQG� HQWU\

SRLQWV� IRU� FLWL]HQ� DFWLRQ�� DQG� IRU� DUWLFXODWLQJ� QHZHU� XQGHUVWDQGLQJV� RI� VRFLDO� FLWL]HQVKLS"� $JDLQ�� WKH

UHVHDUFK� DJHQGD� LV� D� ODUJH� RQH�� +RZHYHU�� ZH� VHH� WKUHH� SRWHQWLDO� DUHQDV� ²� RU� HQWU\� SRLQWV� ²� LQ� ZKLFK

VWUXJJOHV�RYHU�WKH� LGHQWLWLHV�DQG�SUDFWLFHV�RI�FLWL]HQVKLS�PD\�EH�SDUWLFXODUO\� LPSRUWDQW� LQ�UHODWLRQVKLS� WR

VRFLDO�SROLF\�

2QH� DUHQD� IRU� FLWL]HQ� DFWLRQ� LV� DW� WKH� SHUVRQDO� RU� IDPLO\� OHYHO��*URZLQJ� IURP� WKH� GLVDELOLW\� ULJKWV

PRYHPHQW� LQ� WKH� 8QLWHG� 6WDWHV�� DQG� XVLQJ� ZKDW� LV� NQRZQ� DV� ¶SHUVRQ� FHQWUHG� SODQQLQJ·� PRGHOV�� WKLV

DSSURDFK� H[WHQGV� FRQFHSWV� RI� FKRLFH� LQ� GLVDELOLW\� VHUYLFHV� WR� LQFOXGH� WKH� SRZHU� DQG� DXWKRULW\� RYHU

UHVRXUFHV�WR�PDNH�FKRLFHV�DQG�SUHIHUHQFHV�UHDO��7KH�DSSURDFK�VWDUWV�ZLWK�SHUVRQDO�SODQQLQJ�IRU�VXSSRUW

V\VWHPV��LQ�ZKLFK�WKH�LQGLYLGXDOV�FUHDWH�WKHLU�SUHIHUUHG�V\VWHP�RI�FDUH�GUDZLQJ�RQ�IDPLO\�PHPEHUV��IULHQGV

DQG�RWKHUV�ZKRP�WKH\�WUXVW��UDWKHU�WKDQ�GHSHQGLQJ�RQ�JRYHUQPHQW�SURJUDPPHV��7KHVH�SURJUDPPHV�DUH

WKHQ� VXSSRUWHG� WKURXJK� VWDWH� IXQGV� ZKLFK� DUH� UH�GLUHFWHG� IURP� VWDWH�UXQ� SURJUDPPHV� WR� LQGLYLGXDO

SODQQLQJ�DFFRXQWV��7KH�SROLF\�UHFRJQLVHV�WKH�SHUVRQ�DV�DFWRU�LQ�VHOI�SURYLVLRQLQJ��DQG�DV�DFFRXQWDEOH�IRU

VSHQGLQJ�SXEOLF�IXQGV�UHVSRQVLEO\��,Q�VR�GRLQJ��WKH�DSSURDFK�DWWHPSWV�WR�PRYH�IURP�XVHU�LQYROYHPHQW�WR

XVHU�FRQWURO��LQ�D�ZD\�ZKLFK�DOORZV�D�GHHSHU�XQGHUVWDQGLQJ�RI�SDUWLFXODU�QHHGV��ZKLOH�VWLOO�SURYLGLQJ�FULWLFDO
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VXSSRUW�IURP�WKH�VWDWH��6XFK�DSSURDFKHV�WR�SHUVRQ�FHQWUHG�FDUH�PD\�KDYH�SRWHQWLDO�LQ�WKH�6RXWK��ZLWK��IRU

LQVWDQFH�� WKH� LQFUHDVLQJ� SRSXODWLRQV� RI� ROGHU� SHRSOH� RU� RI� WKRVH� DIIHFWHG� E\� +,9�$,'V�� +RZHYHU�

ZKHWKHU�DQG�KRZ�VXFK�DSSURDFKHV�FDQ�EH�XVHG�RQ�D�ODUJH�VFDOH��RU�LQ�SRRUHU�FRXQWULHV�WKDQ�WKH�86��LV�\HW

WR�EH�VHHQ��6PXOO�������1HUQH\�DQG�6KXPZD\�������

$�VHFRQG�FULWLFDO�DUHQD�JURZV�IURP�WKH� WUHQGV�IRU�GHFHQWUDOLVDWLRQ�RI� WKH�VWDWH�DW�DOO� OHYHOV��2Q�WKH

RQH�KDQG�VXFK�GHFHQWUDOLVDWLRQ�RIIHUV�WKH�SRWHQWLDO�IRU�QHZ�DUHQDV� IRU�FLWL]HQ�YRLFH�DQG�SDUWLFLSDWLRQ� LQ

VHUYLFH�GHOLYHU\��6RFLDO�,QYHVWPHQW�)XQGV�ZRXOG�VHHP��LQ�SULQFLSOH��WR�RIIHU�WKH�SRWHQWLDO�WR�OLQN�FRQFHUQV

DULVLQJ�RXW�RI�JUDVVURRWV�VRFLDO�ZHOIDUH�QHHGV�PXFK�PRUH�GLUHFWO\�ZLWK�WKH�VRFLDO�SROLF\�DUHQDV�RI�QDWLRQDO

DQG� VXSUDQDWLRQDO� DJHQFLHV�� 2Q� WKH� RWKHU� KDQG�� WKHUH� DUH� PDQ\� REVWDFOHV� WR� VXFK� SDUWLFLSDWLRQ�� DQG

GHFHQWUDOLVDWLRQ� RI� UHVSRQVLELOLW\� RIWHQ� GRHV� QRW� LQFOXGH� GHFHQWUDOLVDWLRQ� RI� UHVRXUFHV� DV� ZHOO�� )XUWKHU

UHVHDUFK�LV�QHHGHG�WR�XQGHUVWDQG�ZKHWKHU�DQG�XQGHU�ZKDW�FRQGLWLRQV�GHPRFUDWLF�IRUPV�RI�GHFHQWUDOLVDWLRQ

FDQ�RIIHU�D�VLJQLILFDQW�DUHQD�IRU�FLWL]HQ�SDUWLFLSDWLRQ�LQ�VRFLDO�SROLF\��DQG�ZKHWKHU�VXFK�VRFLDO�SROLFLHV�FDQ

EH�GHOLYHUHG�HTXLWDEO\�DQG�YLDEO\��IRU�PRUH�GLVFXVVLRQ�VHH�*DYHQWD�DQG�9DOGHUUDPD��������,W�LV�SHUKDSV�LQ

WKLV�DUHQD�WKDW�WKH�H[SHULPHQWV�IRU�QHZ�IRUPV�RI�DFFRXQWDELOLW\�ZLOO�EH�VHHQ�PRVW�VWURQJO\�

)LQDOO\�� DQG� SHUKDSV� PRVW� LQWHUHVWLQJO\�� ZH� PXVW� DOVR� FRQVLGHU� ZKHWKHU� WKH� PRYH� WRZDUGV

JOREDOLVDWLRQ� DURXQG�VRFLDO� SROLF\� LVVXHV�RIIHUV�QHZ� DUHQDV� IRU�PRUH� JOREDO� IRUPV�RI� FLWL]HQ� DFWLRQ� DQG

VRFLDO�PRYHPHQWV��:LOVRQ�DQG�:KLWPRUH�������'HDFRQ�HW�DO���������:KLOH�JOREDO�VRFLDO�PRYHPHQWV�DQG

DGYRFDF\�ZRUN� KDYH� WKXV� IDU� KDG� DWWHQWLRQ� LQ� WKH� DUHDV�RI� HQYLURQPHQW� RU� RQ� KXPDQ� ULJKWV�� WKHUH� DUH

VRPH�HPHUJLQJ�H[DPSOHV�RI�WKHLU�VXFFHVV�LQ�VRFLDO�SROLF\�DUHQDV�²�VXFK�DV�LQ�WKH�ZRUN�RI�63$5&�DQG�WKH

,QWHUQDWLRQDO�6OXP�'ZHOOHUV�)HGHUDWLRQ�RQ�JDLQLQJ�UHFRJQLWLRQ�RI�VRFLDO�KRXVLQJ��%ROQLFN��0LWOLQ�DQG�3DWHO

������RU� WKH� LPSDFW�RI� WKH�EDE\�PLON�FDPSDLJQ�RQ�WKH�:RUOG�+HDOWK�2UJDQLVDWLRQ� �%HUQDUG�������� WKH

YDULRXV� FDPSDLJQV� DURXQG� FKLOG� ODERXU� LQ� WKH� FRUSRUDWH� DUHQD�� DQG� WKH� LQGLUHFW� LPSDFW� WKDW� WKH� -XELOHH

&DPSDLJQ�ZLOO� KDYH� WKURXJK� UHGXFLQJ�GHEWV�� DQG� WKXV� SRVVLEO\� DOORZLQJ� UHQHZHG� H[SHQGLWXUHV� LQ� VRFLDO

DUHDV��,I��DV�0LVKUD��������VXJJHVWV��JOREDOLVDWLRQ�ZLOO�PRYH�GHEDWHV�IURP�VRFLDO�ULJKWV�WR�VRFLDO�VWDQGDUGV�

WKHQ�FULWLFDO� DQG�FRPSOH[�TXHVWLRQV�DUH� DOVR�UDLVHG�DERXW�ZKR�VHWV� WKHVH�VWDQGDUGV��$V�ZH�PRYH� LQWR� D

PRUH�JOREDO�HUD��WKH�FKDOOHQJH�IRU�FLWL]HQ�SDUWLFLSDWLRQ�ZLOO�EH�KRZ�WR�DUWLFXODWH�DQG�RUJDQLVH�DURXQG�QHZ

LGHQWLWLHV�RI�JOREDO�FLWL]HQVKLS��LQ�HDFK�RI�WKH�GLPHQVLRQV�DUWLFXODWHG�LQ�WKLV�SDSHU��ZKLOH�DOVR�UHFRJQLVLQJ

WKH�FRQWLQXHG�DQG�FULWLFDO�LPSRUWDQFH�RI�FLWL]HQVKLS�LQ�VRFLDO�SROLF\�LQ�WKH�SHUVRQDO�DQG�ORFDO�VSKHUHV�
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5HIHUHQFHV

$EERWW�� 7�� DQG� &RYH\�� -��� ������ ¶6RFLDO� LQYHVWPHQW� IXQGV�� DQ� H[SDQGHG� FULWLTXH·�� ,'5� 5HSRUWV��9RO� ��

1R����%RVWRQ��0DVV��,QVWLWXWH�IRU�'HYHORSPHQW�5HVHDUFK

$EHV��5���������¶6WUHQJWKHQLQJ�&LWL]HQ�3DUWLFLSDWLRQ�DQG�'HPRFUDWLVDWLRQ�LQ�WKH�3KLOLSSLQHV��(/)·V�LPSDFW

HYDOXDWLRQ·�� LQ� (VWUHOOD�� 0��� HW� DO�� �HGV��� /HDUQLQJ� IURP� &KDQJH�� LVVXHV� DQG� H[SHULHQFHV� LQ� 3DUWLFLSDWRU\

0RQLWRULQJ�DQG�(YDOXDWLRQ��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

$UHOODQR�/RSH]�� 6�� DQG� 3HUH]�� -��� ������ ¶1RQ�JRYHUQPHQWDO� RUJDQL]DWLRQV� DQG� SRYHUW\� DOOHYLDWLRQ� LQ

%ROLYLD·��'HYHORSPHQW�DQG�&KDQJH��9RO����1R������²��

$VFKHU��:���������6FKHPLQJ�IRU�WKH�3RRU��WKH�SROLWLFV�RI�UHGLVWULEXWLRQ�LQ�/DWLQ�$PHULFD��&DPEULGJH�0DVV���+DUYDUG

8QLYHUVLW\�3UHVV

%DUQHV��0���������¶8VHUV�DV�FLWL]HQV��FROOHFWLYH�DFWLRQ�DQG�WKH�ORFDO�JRYHUQDQFH�RI�ZHOIDUH·��6RFLDO�3ROLF\�	

$GPLQLVWUDWLRQ��9RO����1R������²��

%HQKDELE��6���HG���������'HPRFUDF\�DQG�'LIIHUHQFH��FRQWHVWLQJ�WKH�ERXQGDULHV�RI�WKH�SROLWLFDO��1HZ�-HUVH\��3ULQFHWRQ

8QLYHUVLW\�3UHVV

%HUQDUG�� $��� ������ ¶*OREDOL]DWLRQ� DQG� FLYLO� VRFLHW\�� WKH� EDE\� PLON� FDPSDLJQ·�� SDSHU� SUHVHQWHG� DW� WKH

FRQIHUHQFH��¶1*2V�LQ�D�*OREDO�)XWXUH·��8QLYHUVLW\�RI�%LUPLQJKDP����²���-DQXDU\

%ODFNEXUQ��-��ZLWK�+ROODQG��-���HGV���������:KR�&KDQJHV"�,QVWLWXWLRQDOL]LQJ�3DUWLFLSDWLRQ�LQ�'HYHORSPHQW��/RQGRQ�

,QWHUPHGLDWH�7HFKQRORJ\

%ODFNEXUQ�� -���&KDPEHUV��5�� DQG�*DYHQWD�� -��� ������ ¶0DLQVWUHDPLQJ�SDUWLFLSDWLRQ� LQ�GHYHORSPHQW·��2('

:RUNLQJ�3DSHU�6HULHV�����:DVKLQJWRQ�'&��:RUOG�%DQN

%ODLU�� +��� ������ ¶6SUHDGLQJ� SRZHU� WR� WKH� SHULSKHU\�� DQ� DVVHVVPHQW� RI� GHPRFUDWLF� ORFDO� JRYHUQDQFH·�

86$,'�3URJUDP�DQG�2SHUDWLRQV�$VVHVVPHQW�5HSRUW���

%ROQLFN��-���0LWOLQ��'��DQG�3DWHO��6���������¶6KDULQJ�H[SHULHQFHV�DQG�FKDQJLQJ�OLYHV·��SDSHU�SUHVHQWHG�DW�WKH

FRQIHUHQFH��¶1*2V�LQ�D�*OREDO�)XWXUH·��8QLYHUVLW\�RI�%LUPLQJKDP����²���-DQXDU\

&DUDJDWD��/��������¶7KH�SULYLOHJHG�SXEOLF��ZKR�LV�SHUPLWWHG�FLWL]HQVKLS"·��&RPPXQLW\�'HYHORSPHQW�-RXUQDO��9RO

���1R�������²��

&DUYDOKR��6���������¶6RFLDO�IXQGV��JXLGHOLQHV�IRU�GHVLJQ�DQG�LPSOHPHQWDWLRQ·��+52�:RUNLQJ�3DSHU�1R����

:DVKLQJWRQ��:RUOG�%DQN

&ROHULGJH��3���������'LVDELOLW\��/LEHUDWLRQ��DQG�'HYHORSPHQW��2[IRUG��2[IDP

&RQVXOWDWLRQV�ZLWK�WKH�3RRU��1DUD\DQ��'���&KDPEHUV��5���6KDK��0��DQG�3HWHVFK��3����������*OREDO�6\QWKHVLV�

FRQVXOWDWLRQV�ZLWK�WKH�SRRU��:RUOG�%DQN��3RYHUW\�*URXS���:DVKLQJWRQ�'&��:RUOG�%DQN

&RUQHOO��'���������¶*HQGHU��VH[��DQG�HTXLYDOHQW�ULJKWV·��LQ�-��%XWOHU�DQG�-��6FRWW��HGV���)HPLQLVWV�7KHRUL]H�WKH

3ROLWLFDO��1HZ�<RUN��5RXWOHGJH

&RUQZDOO��$���������¶*HQGHU��3DUWLFLSDWLRQ�DQG�WKH�3ROLWLFV�RI�'LIIHUHQFH·��LQ�,��*XLMW�DQG�0�.��6KDK��HGV��

7KH�0\WK�RI�&RPPXQLW\��JHQGHU�LVVXHV�LQ�SDUWLFLSDWRU\�GHYHORSPHQW��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\

³³�������¶%HQHILFLDU\��FRQVXPHU��FLWL]HQ��FKDQJLQJ�SHUVSHFWLYHV�RQ�SDUWLFLSDWLRQ�IRU�SRYHUW\�UHGXFWLRQ·�

6LGD�6WXGLHV�1R����6WRFNKROP��6LGD
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&URIW��6��DQG�%HUHVIRUG��3���������¶7KH�3ROLWLFV�RI�3DUWLFLSDWLRQ·�� LQ�'��7D\ORU��HG����&ULWLFDO�6RFLDO�3ROLF\��D

UHDGHU��/RQGRQ��6DJH

'HDFRQ��%���+XOVH��0�� DQG� 6WXEEV�� 3��� ������*OREDO� 6RFLDO� 3ROLF\�� LQWHUQDWLRQDO� RUJDQL]DWLRQV� DQG� WKH� IXWXUH� RI

ZHOIDUH��/RQGRQ��6DJH

'H�6RXVD�6DQWRV��%���������¶3DUWLFLSDWLYH�EXGJHWLQJ�LQ�3RUWR�$OHJUH��WRZDUGV�D�UHGLVWULEXWLYH�GHPRFUDF\·�

3ROLWLFV�DQG�6RFLHW\��9RO����1R�������²���

'H\��.�� DQG�:HVWHUQGRUII��'��� ������ ¶7KHLU� FKRLFH� RU� \RXUV�� JOREDO� IRUFHV� RU� ORFDO� YRLFHV"·��815,6'

'LVFXVVLRQ�3DSHU���

'XUEDU� 0DKLOD� 6DPDQZD\D� &RPPLWWHH�� ������ 7KH� ¶)DOOHQ·� /HDUQ� WR� 5LVH�� WKH� VRFLDO� LPSDFW� RI� 67'�+,9

,QWHUYHQWLRQ�3URJUDPPH��&DOFXWWD��'XUEDU�0DKLOD�6DPDQZD\D�&RPPLWWHH

(GUDOLQ��-�6���������¶7KH�QHZ�ORFDO�JRYHUQDQFH�DQG�FDSDFLW\�EXLOGLQJ��D�VWUDWHJLF�DSSURDFK��([DPSOHV�IURP

$IULFD��$VLD��DQG�/DWLQ�$PHULFD·��5HJLRQDO�'HYHORSPHQW�6WXGLHV��9RO�������²��

(GZDUGV��0��DQG�*DYHQWD�� -�� �HGV���������*OREDO�&LWL]HQ�$FWLRQ��1HZ�<RUN��/\QQH�5LHQQHU� DQG�/RQGRQ�

(DUWKVFDQ

(OOLVRQ�� 1��� ������ ¶%H\RQG� XQLYHUVDOLVP� DQG� SDUWLFXODULVP�� UHWKLQNLQJ� FRQWHPSRUDU\� ZHOIDUH� WKHRU\·�

&ULWLFDO�6RFLDO�3ROLF\��9RO�����1R������²��

(VSLQJ�$QGHUVHQ��*���������¶$IWHU�WKH�*ROGHQ�$JH"�:HOIDUH�6WDWH�'LOHPPDV�LQ�D�*OREDO�(FRQRP\·��LQ�*�

(VSLQJ�$QGHUVHQ��HG���:HOIDUH�6WDWHV�LQ�7UDQVLWLRQ��QDWLRQDO�DGDSWDWLRQV�LQ�JOREDO�HFRQRPLHV��/RQGRQ��6DJH

(VSLQRVD�$O]DWH�� 5�� '��� ������ ¶0RQLWRULQJ� DQG� (YDOXDWLRQ� /RFDO� 'HYHORSPHQW� 7KURXJK� &RPPXQLW\

3DUWLFLSDWLRQ�� WKH� H[SHULHQFH� RI� WKH� $VVRFLDWLRQ� RI� ,QGLJHQRXV� &DELOGRV� RI� 6RXWKHUQ� &DXFD�

&RORPELD·��LQ�0��(VWUHOOD��HW�DO���HGV���/HDUQLQJ�IURP�&KDQJH��LVVXHV�DQG�H[SHULHQFHV�LQ�3DUWLFLSDWRU\�0RQLWRULQJ

DQG�(YDOXDWLRQ��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

)RZOHU�� $��� ������ ¶&DSDFLW\�EXLOGLQJ� DQG� 1*2V�� D� FDVH� RI� VWUHQJWKHQLQJ� ODGOHV� IRU� WKH� JOREDO� VRXS

NLWFKHQ"·��,QVWLWXWLRQDO�'HYHORSPHQW��,QQRYDWLRQV�LQ�&LYLO�6RFLHW\���9RO���1R������²��

)UDQFR��5���������¶6RFLDO�SROLF\�SDUDGLJPV�LQ�/DWLQ�$PHULFD·��&(3$/�5HYLHZ��1R������²��

*DYHQWD��-���������¶7KH�3RZHUIXO��WKH�3RZHUOHVV��DQG�WKH�([SHUWV��NQRZOHGJH�VWUXJJOHV�LQ�DQ�LQIRUPDWLRQ

DJH·��LQ�3��3DUN��0��%U\GRQ�0LOOHU��%��+DOO�DQG�7��-DFNVRQ��HGV���9RLFHV�RI�&KDQJH��SDUWLFLSDWRU\�UHVHDUFK�LQ

WKH�8QLWHG�6WDWHV�DQG�&DQDGD��:HVWSRUW��&RQQHFWLFXW��%HUJLQ�	�*DUYH\

*DYHQWD�� -�� DQG� %ODXHUW�� -��� ������ ¶/HDUQLQJ� WR� &KDQJH� E\� /HDUQLQJ� IURP� &KDQJH�� JRLQJ� WR� VFDOH� ZLWK

SDUWLFLSDWRU\�PRQLWRULQJ� DQG� HYDOXDWLRQ·�� LQ�0��(VWUHOOD�� HW� DO�� �HGV���/HDUQLQJ� IURP�&KDQJH�� LVVXHV� DQG

H[SHULHQFHV�LQ�3DUWLFLSDWRU\�0RQLWRULQJ�DQG�(YDOXDWLRQ��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

*DYHQWD��-��DQG�5RELQVRQ��0��������� ¶,QIOXHQFH�IURP�EHORZ�DQG�VSDFH�IURP�DERYH��QRQ�HOLWH�DFWLRQ�DQG

SUR�SRRU� SROLF\·�� SDSHU� SUHSDUHG� IRU� 3RYHUW\� &RQIHUHQFH�� ,QVWLWXWH� RI�'HYHORSPHQW� 6WXGLHV�� -XQH
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*DYHQWD��-��DQG�9DOGHUUDPD��&��������� ¶3DUWLFLSDWLRQ��FLWL]HQVKLS�DQG�ORFDO�JRYHUQDQFH·��EDFNJURXQG�QRWH

IRU�ZRUNVKRS�¶6WUHQJWKHQLQJ�3DUWLFLSDWLRQ�LQ�/RFDO�*RYHUQDQFH·��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV�

6XVVH[��-XQH���²�������
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*LEERQ�� 0��� ������ ¶3DUWQHUVKLSV� IRU� KHDOWK�� D� ZD\� RI� ZRUNLQJ� ZLWK� ZRPHQ·V� JURXSV� WR� LPSURYH

FRPPXQLW\� KHDOWK� LQ� UXUDO� 1HSDO·�� SDSHU� SUHVHQWHG� IRU� WKH� ZRUNVKRS� ¶$FFRXQWDELOLW\� WKURXJK

3DUWLFLSDWLRQ�� GHYHORSLQJ� ZRUNDEOH� SDUWQHUVKLS� PRGHOV� LQ� WKH� KHDOWK� VHFWRU·�� ,'6�� 6XVVH[�� ��²��

2FWREHU

*RHW]��$�0���������¶)URP�IHPLQLVW�NQRZOHGJH�WR�GDWD�IRU�GHYHORSPHQW��WKH�EXUHDXFUDWLF�PDQDJHPHQW�RI

LQIRUPDWLRQ�RQ�ZRPHQ�DQG�GHYHORSPHQW·��,'6�%XOOHWLQ��9RO����1R������²��

*RHW]��$�0��DQG�-HQNLQV��5���������¶$FFRXQWV�DQG�DFFRXQWDELOLW\��WKHRUHWLFDO�LPSOLFDWLRQV�RI�WKH�ULJKW�WR�

LQIRUPDWLRQ�PRYHPHQW�LQ�,QGLD·��PLPHR��%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV

*UDKDP��&��� ������6DIHW\�1HWV�� 3ROLWLFV�� DQG� WKH� 3RRU�� WUDQVLWLRQV� WR� PDUNHW� HFRQRPLHV��:DVKLQJWRQ�� %URRNLQJV

,QVWLWXWH

*ULQGOH��0�� DQG�7KRPDV�� -��� ������3XEOLF�&KRLFHV� DQG� 3ROLF\�&KDQJH�� %DOWLPRUH�� -RKQV�+RSNLQV�8QLYHUVLW\

3UHVV

*XLMW��,��DQG�6KDK��0��.���HGV���������7KH�0\WK�RI�&RPPXQLW\��JHQGHU�LVVXHV�LQ�SDUWLFLSDWRU\�GHYHORSPHQW��/RQGRQ�

,QWHUPHGLDWH�7HFKQRORJ\

+DDV��3��������� ¶,QWURGXFWLRQ�� HSLVWHPLF�FRPPXQLWLHV� DQG� LQWHUQDWLRQDO�SROLF\� FRRUGLQDWLRQ·�� ,QWHUQDWLRQDO

2UJDQLVDWLRQ��9RO������²��

+DEHUPDV��-���������7KH�7KHRU\�RI�&RPPXQLFDWLYH�$FWLRQ��9RO�,��UHDVRQ�DQG�WKH�UDWLRQDOL]DWLRQ�RI�6RFLHW\��%RVWRQ�

%HDFRQ�3UHVV

+HOS$JH� ,QWHUQDWLRQDO�� ������ ¶7KH� FRQWULEXWLRQ� RI� ROGHU� SHRSOH� WR� GHYHORSPHQW·�� 5HVHDUFK� 8SGDWH�� ��

/RQGRQ��+HOS$JH�,QWHUQDWLRQDO

+LUVW�� 3�� DQG� 7KRPSVRQ�� *��� ������*OREDOLVDWLRQ� LQ� 4XHVWLRQ�� WKH� LQWHUQDWLRQDO� HFRQRP\� DQG� WKH� SRVVLELOLWLHV� RI

JRYHUQDQFH��&DPEULGJH��3ROLW\

+ROODQG�� -�� ZLWK� %ODFNEXUQ�� -�� �HGV�� ������:KRVH� 9RLFH"� 3DUWLFLSDWRU\� 5HVHDUFK� DQG� 3ROLF\� &KDQJH�� /RQGRQ�

,QWHUPHGLDWH�7HFKQRORJ\

+RXW]DJHU�� 3�� DQG� 3DWWHQGHQ�� -��� ������ ¶)LQGLQJ� WKH� VKDSH� RI� WKH�PRXQWDLQ�� ZKHQ� ´WKH� SRRUµ� VHW� WKH

DJHQGD·�� SDSHU� SUHSDUHG� IRU� WKH� ZRUNVKRS� ¶3ROLWLFDO� 6\VWHPV� DQG� 3RYHUW\� $OOHYLDWLRQ·�� '),'

�*RYHUQDQFH�'LYLVLRQ���$XJXVW���²�������

+RZDUG�*UDEPDQ��/��� ������ ¶%ULGJLQJ� WKH� JDS� EHWZHHQ� FRPPXQLWLHV� DQG� VHUYLFH� SURYLGHUV�� GHYHORSLQJ

DFFRXQWDELOLW\� WKURXJK� FRPPXQLW\� PRELOLVDWLRQ� DSSURDFKHV·�� SDSHU� SUHVHQWHG� IRU� WKH� ZRUNVKRS

¶$FFRXQWDELOLW\�WKURXJK�3DUWLFLSDWLRQ��GHYHORSLQJ�ZRUNDEOH�SDUWQHUVKLS�PRGHOV�LQ�WKH�KHDOWK�VHFWRU·�

,'6��6XVVH[����²���2FWREHU

,,55�� ������ ¶3DUWLFLSDWRU\�PRQLWRULQJ� DQG� HYDOXDWLRQ�� H[SHULHQFHV� DQG� OHVVRQV·�� ZRUNVKRS� SURFHHGLQJV�

,QWHUQDWLRQDO�,QVWLWXWH�RI�5XUDO�5HFRQVWUXFWLRQ��3KLOLSSLQHV����²���1RYHPEHU�����

-RQHV��3��������� ¶8QLYHUVDO�3ULQFLSOHV� DQG�3DUWLFXODU�&ODLPV�� IURP�ZHOIDUH� ULJKWV� WR�ZHOIDUH�VWDWHV·�� LQ�$�

:DUH�DQG�5�5��*RRGLQ��HGV���1HHGV�DQG�:HOIDUH��/RQGRQ��6DJH

.HHOH\��-��DQG�6FRRQHV��,��������� ¶8QGHUVWDQGLQJ�HQYLURQPHQWDO�SROLF\�SURFHVVHV��D�UHYLHZ·��,'6�:RUNLQJ

3DSHU�����%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV
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.QLSSHQEHUJ��5��� 6RXFDW��$���2\HJELWH��.��� 6HQH��0���%URXQ��'���3DQJX��.���+RSZRRG�� ,���*UDQGFRXUW�

5���7LQJXLUL��.�/���)DOO�� ,���$PPDVVDUL�� 6�� DQG�$OLKRQRX��(��� ������ ¶6XVWDLQDELOLW\� RI� SULPDU\� KHDOWK

FDUH�LQFOXGLQJ�H[SDQGHG�SURJUDP�RI�LPPXQL]DWLRQV�LQ�%DPDNR�LQLWLDWLYH�SURJUDPV�LQ�:HVW�$IULFD��DQ

DVVHVVPHQW�RI���\HDUV·�ILHOG�H[SHULHQFH�LQ�%HQLQ�DQG�*XLQHD·��,QWHUQDWLRQDO�-RXUQDO�RI�+HDOWK�3ODQQLQJ�DQG

0DQDJHPHQW��9RO����6XSSOHPHQW����6�²6��

/DFODX��(��DQG�0RXIIH��&���������+HJHPRQ\�DQG�6RFLDOLVW�6WUDWHJ\�� WRZDUGV�D�UDGLFDO�GHPRFUDWLF�SROLWLFV��/RQGRQ�

9HUVR

/LSVN\��0���������6WUHHW�/HYHO�%XUHDXFUDF\��GLOHPPDV�RI� WKH� LQGLYLGXDO� LQ�SXEOLF� VHUYLFHV��1HZ�<RUN��5XVVHOO�6DJH

)RXQGDWLRQ

/LVWHU��5���������¶&LWL]HQ�LQ�DFWLRQ��FLWL]HQVKLS�DQG�FRPPXQLW\�GHYHORSPHQW�LQ�D�6RXWKHUQ�,UHODQG�FRQWH[W·�

&RPPXQLW\�'HYHORSPHQW�-RXUQDO��9RO����1R�������²��

0DOHQD��&���������1*2�,QYROYHPHQW� LQ�:RUOG�%DQN�)LQDQFHG�6RFLDO�)XQGV�� OHVVRQV� OHDUQHG��:DVKLQJWRQ��:RUOG

%DQN

0DUVKDOO��7�+���������&LWL]HQVKLS�DQG�6RFLDO�&ODVV��/RQGRQ��&DPEULGJH�8QLYHUVLW\�3UHVV

0F$GDP�� '��� 0F&DUWK\�� -�� DQG� =DOG�� 0��� ������ &RPSDUDWLYH� 3HUVSHFWLYHV� RQ� 6RFLDO� 0RYHPHQWV�� SROLWLFDO

RSSRUWXQLWLHV�� PRELOL]LQJ� VWUXFWXUHV�� DQG� FXOWXUDO� IUDPLQJV�� 6WXGLHV� LQ� &RPSDUDWLYH� 3ROLWLFV�� &DPEULGJH�

&DPEULGJH�8QLYHUVLW\�3UHVV

0LQRJXH��0��������¶7KH�SULQFLSOHV�DQG�SUDFWLFH�RI�JRRG�JRYHUQDQFH·��/DZ�	�*RYHUQDQFH����%ULWLVK�&RXQFLO

%ULHILQJ

0LVKUD�� 5��� ������ ¶%H\RQG� WKH� QDWLRQ� VWDWH�� VRFLDO� SROLF\� LQ� DQ� DJH� RI� JOREDOL]DWLRQ·�� 6RFLDO� 3ROLF\� 	

$GPLQLVWUDWLRQ��9RO����1R�������²���

0LWOLQ��'��DQG�3DWHO��6��������¶&DVH�VWXG\�RQ�63$5&��WKH�1DWLRQDO�6OXP�'ZHOOHUV�)HGHUDWLRQ�DQG�0DKLOD

0LODQ·��PLPHR

0RRUH�� 0�� DQG� -RVKL�� $��� ������ ¶%HWZHHQ� FDQW� DQG� FRUSRUDWLVP�� FUHDWLQJ� DQG� HQDEOLQJ� SROLWLFDO

HQYLURQPHQW�IRU�WKH�SRRU·��,'6�%XOOHWLQ��9RO����1R������²��

0RXIIH��&���������¶)HPLQLVP��&LWL]HQVKLS�DQG�5DGLFDO�'HPRFUDWLF�3ROLWLFV·��LQ�-��%XWOHU�DQG�-��6FRWW��HGV��

)HPLQLVWV�7KHRUL]H�WKH�3ROLWLFDO��1HZ�<RUN��5RXWOHGJH

0XVHPEL��)�� DQG�.LODOR��&��������� ¶%HWZHHQ�FRPPXQLWLHV� DQG�KHDOWK�IDFLOLWLHV� LQ�KHDOWK� VHUYLFH�GHOLYHU\�

UHDOLW\�RU�P\WK"·��SDSHU�SUHSDUHG�IRU�WKH�ZRUNVKRS�¶$FFRXQWDELOLW\�WKURXJK�3DUWLFLSDWLRQ��GHYHORSLQJ

ZRUNDEOH�SDUWQHUVKLS�PRGHOV�LQ�WKH�KHDOWK�VHFWRU·��,'6��6XVVH[����²���2FWREHU

1DNDUPL��*�.��������� ¶/RFDO�SHRSOH�DVVXPH�UHVSRQVLELOLW\� IRU� WKHLU�KHDOWK�VHUYLFH��ZLWK� UHIHUHQFH� WR� WKH

0DKDQNDO� +HDOWK� 6HUYLFH� 0DQDJHPHQW� &RPPLWWHH�� 1HSDO·�� SDSHU� SUHSDUHG� IRU� WKH� ZRUNVKRS

¶$FFRXQWDELOLW\�WKURXJK�3DUWLFLSDWLRQ��GHYHORSLQJ�ZRUNDEOH�SDUWQHUVKLS�PRGHOV�LQ�WKH�KHDOWK�VHFWRU·�

,'6��6XVVH[����²���2FWREHU

1HUQH\�� 7�� DQG� 6KXPZD\�� '��� ������ ¶%H\RQG� PDQDJHG� FDUH�� VHOI�GHWHUPLQDWLRQ� IRU� SHRSOH� ZLWK

GLVDELOLWLHV·��SDSHU�SUHSDUHG�IRU�5REHUW�:RRG�-RKQVRQ�)RXQGDWLRQ

1RODQ�� %�� DQG� 7XUEDW�� 9��� ������ &RVW� 5HFRYHU\� LQ� 3XEOLF� +HDOWK� 6HUYLFHV� LQ� 6XE�6DKDUDQ� $IULFD�

:DVKLQJWRQ��'�&���(FRQRPLF�'HYHORSPHQW�,QVWLWXWH
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3KLOOLSV��$���������(QJHQGHULQJ�'HPRFUDF\��&DPEULGJH��3ROLW\�3UHVV

3LHUVRQ�� &��� ������ ¶&RQWHPSRUDU\� FKDOOHQJHV� WR� ZHOIDUH� VWDWH� GHYHORSPHQW·�� 3ROLWLFDO� 6WXGLHV�� 9RO� ;/9,�
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3ODQW��5��������� ¶&LWL]HQVKLS��5LJKWV� DQG�:HOIDUH·�� LQ�$��&RRWH� �HG����7KH�:HOIDUH� RI�&LWL]HQV�� GHYHORSLQJ� QHZ

VRFLDO�ULJKWV��/RQGRQ��,335�5LYHUV�2UDP�3UHVV

5HGG\��6��DQG�9DQGHUPRRUWHOH��-���������8VHU�)LQDQFLQJ�RI�%DVLF�6RFLDO�6HUYLFHV��D�UHYLHZ�RI� WKHRUHWLFDO�DUJXPHQWV

DQG�HPSLULDFDO�HYLGHQFH��1HZ�<RUN��81,&()

5LFKDUGVRQ��$���������3DUWLFLSDWLRQ��&RQFHSWV�LQ�6RFLDO�3ROLF\�,��/RQGRQ��5RXWOHGJH�	�.HJDQ�3DXO

5RELQVRQ��0�� DQG�:KLWH��*��� ������ ¶7KH� UROH�RI� FLYLF�RUJDQLVDWLRQV� LQ� WKH�SURYLVLRQ�RI� VRFLDO� VHUYLFHV·�

5HVHDUFK�IRU�$FWLRQ�����+HOVLQNL��:,'(5

5XWKHUIRUG�� %��� ������ ¶&LYLO� �GLV�REHGLHQFH� DQG� VRFLDO� GHYHORSPHQW� LQ� WKH� QHZ� SROLF\� DJHQGD�� UHVHDUFK

SULRULWLHV�IRU�DQDO\VLQJ�WKH�UROH�RI�FLYLO�VRFLHW\�RUJDQL]DWLRQV� LQ�VRFLDO�SROLF\�UHIRUP��ZLWK�SDUWLFXODU

DWWHQWLRQ�WR�6XE�6DKDUDQ�$IULFD�DQG�/DWLQ�$PHULFD·��$635�:RUNLQJ�3DSHU��&DQDGD��,'5&

5XWKHUIRUG��)�3���������¶6WUHQJWKHQLQJ�&LWL]HQ�3DUWLFLSDWLRQ�LQ�(YDOXDWLQJ�&RPPXQLW\�'HYHORSPHQW��WKH

FDVH�RI�WKH�(=�(&�OHDUQLQJ�LQLWLDWLYH�LQ�0F'RZHOO�&RXQW\��:HVW�9LUJLQLD·��LQ�0��(VWUHOOD��HW�DO���HGV��

/HDUQLQJ�IURP�&KDQJH��LVVXHV�DQG�H[SHULHQFHV�LQ�3DUWLFLSDWRU\�0RQLWRULQJ�DQG�(YDOXDWLRQ��/RQGRQ��,QWHUPHGLDWH

7HFKQRORJ\�3XEOLFDWLRQV

5XWKUDXII�� -��� ������ ,QIOXHQFLQJ� WKH� -DPDLFDQ� 6RFLDO� ,QYHVWPHQW� )XQG�� :DVKLQJWRQ�� &HQWHU� IRU� 'HPRFUDWLF

(GXFDWLRQ

6FKQHLGHU��+���������¶3DUWLFLSDWRU\�JRYHUQDQFH��WKH�PLVVLQJ�OLQN�IRU�SRYHUW\�UHGXFWLRQ·�2(&'�3ROLF\�%ULHI
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6KRUH��&��DQG�:ULJKW��6���HGV���������$QWKURSRORJ\�RI�3ROLF\��FULWLFDO�SHUVSHFWLYHV�RQ�JRYHUQDQFH�DQG�SRZHU��/RQGRQ

DQG�1HZ�<RUN��5RXWOHGJH

6LUL��*���������¶6RFLDO�LQYHVWPHQW�IXQGV�LQ�/DWLQ�$PHULFD·��&(3$/�5HYLHZ��1R�������²��

6NRFSRO��7���������3URWHFWLQJ�6ROGLHUV�DQG�0RWKHUV��WKH�SROLWLFDO�RULJLQV�RI�VRFLDO�SROLF\�LQ�WKH�8QLWHG�6WDWHV��&DPEULGJH

0DVV���%HONQDS�3UHVV

³³������� 6RFLDO� 3ROLF\� LQ� WKH� 8QLWHG� 6WDWHV�� IXWXUH� SRVVLELOLWLHV� LQ� KLVWRULFDO� SHUVSHFWLYH�� 1HZ� -HUVH\�� 3ULQFHWRQ

8QLYHUVLW\�3UHVV

6PXOO��0��� ������ ¶3HUVRQ�FHQWUHG� SODQQLQJ� ZLWK� SHRSOH� ZLWK� VHYHUH� GLVDELOLWLHV·��'HYHORSPHQWDO� 'LVDELOLWLHV

/HFWXUH�6HULHV��8QLYHUVLW\�$IILOLDWHG�3URJUDP�RI�1HZ�-HUVH\��(GLVRQ�����1RYHPEHU

6SLFNHU��3��������� ¶8QGHUVWDQGLQJ�3DUWLFXODULVP·�� LQ�'��7D\ORU� �HG���&ULWLFDO�6RFLDO�3ROLF\�� D� UHDGHU��/RQGRQ�

6DJH

7DQGRQ��5�� DQG�&RUGHLUR��$��������� ¶3DUWLFLSDWLRQ�RI�SULPDU\� VWDNHKROGHUV� LQ�:RUOG�%DQN·V�SURMHFW� DQG

SROLF\�ZRUN�� HPHUJLQJ� OHVVRQV·�� FRQWULEXWLRQ� WR� WKH� FRQIHUHQFH� ¶0DLQVWUHDPLQJ� DQG�8S�6FDOLQJ� RI

3ULPDU\� 6WDNHKROGHU� 3DUWLFLSDWLRQ� ²� /HVVRQV� /HDUQHG� DQG� :D\V� )RUZDUG·�� :DVKLQJWRQ�� ��²��

1RYHPEHU�����

7DUURZ�� 6��� ������ 3RZHU� LQ� 0RYHPHQW�� VRFLDO� PRYHPHQWV� DQG� FRQWHQWLRXV� SROLWLFV� �VHFRQG� HGLWLRQ��� &DPEULGJH�

&DPEULGJH�8QLYHUVLW\�3UHVV
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7D\ORU��'�������� ¶&LWL]HQVKLS�DQG�6RFLDO�3RZHU·�� LQ�'��7D\ORU��HG����&ULWLFDO�6RFLDO�3ROLF\��D� UHDGHU��/RQGRQ�

6DJH
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7HQGOHU��-��DQG�)UHHGKHLP��6���������¶7UXVW�LQ�D�UHQW�VHHNLQJ�ZRUOG��KHDOWK�DQG�JRYHUQPHQW�WUDQVIRUPHG�LQ

1RUWKHDVW�%UD]LO·��:RUOG�'HYHORSPHQW��9RO����1R���������²��
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VRFLDO�SROLF\·��&ULWLFDO�6RFLDO�3ROLF\��9RO�������²��

7RUUHV�� '�9�+��� ������ ¶0RQLWRULQJ� /RFDO� 'HYHORSPHQW� ZLWK� &RPPXQLWLHV�� WKH� 6,6'(/� DSSURDFK� LQ

(FXDGRU·��LQ�0��(VWUHOOD��HW�DO���HGV���/HDUQLQJ�IURP�&KDQJH��LVVXHV�DQG�H[SHULHQFHV�LQ�3DUWLFLSDWRU\�0RQLWRULQJ

DQG�(YDOXDWLRQ��/RQGRQ��,QWHUPHGLDWH�7HFKQRORJ\�3XEOLFDWLRQV

:LOOLDPV�� )��� ������ ¶6RPHZKHUH� 2YHU� WKH� 5DLQERZ�� XQLYHUVDOLW\� DQG� GLYHUVLW\� LQ� VRFLDO� SROLF\·�� LQ� 1�

0DQQLQJ�DQG�5��3DJH��HGV���6RFLDO�3ROLF\�5HYLHZ����&DQWHUEXU\��6RFLDO�3ROLF\�$VVRFLDWLRQ

:LOVRQ�� 0�� DQG� :KLWPRUH�� (��� ������ ¶7KH� WUDQVQDWLRQDOL]DWLRQ� RI� SRSXODU� PRYHPHQWV�� VRFLDO� SROLF\

PDNLQJ�IURP�EHORZ·��&DQDGLDQ�-RXUQDO�RI�'HYHORSPHQW�6WXGLHV��9RO�;,;�1R�����²��

:RUOG�%DQN��������:RUOG�'HYHORSPHQW�5HSRUW��:DVKLQJWRQ��'�&���:RUOG�%DQN
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